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INTRODUCTION

A “patent can be defined adlie right to exclude others from making, using, keting,
selling, offering for sale, or importing an invemi for a specified period [...], grantg@y the
Governmentlto the inventdt'. Almost the totality of the world’s legal systehtends to grant
inventors exclusive rights to exploit their invemts. Furthermore, a wide range of international
treaties and conventions, including the 1883 Radisventior and the 1994 TRIPs Agreemént

focus on intellectual property rights in generald aet forth also specific provisions on paténts

In an economically developed society, where sdientesearch as well as technological
innovation are fundamental issues, a strong pagstem is deemed by most economists and
scholars to be essential to achieve these objeGtivethe words of Abraham Lincoln, as carved
in stone at the entrance of the U.S. Commerce Depat building in Washington D.C.Patent
System added the fuel of interest to the fire nfuge’.

The positive influence on innovation is ttagionaleand may be counted among the main
reasons of the worldwide success of patenf:laew products and new methods of production
finally exited the darkness of the guilds’ seciatsl entered the public domain, being potentially
available to everyone; the basic functioning of fheent system is a bargain between the

inventor and the society: the inventor shall “eealotther “skilled artisans” to build the machine

! BLACK’SLAW DICTIONARY 1234 (9" ed. 2009).

2 patent Laws around the WorlBATENTLENS.NET, http://www.patentlens.net/daisy/patentlens/ip/adstire-world. html

3 Paris Convention for the Protection of IndustBedperty, Mar. 20, 1883, last revised at Stockhduiy 14, 1967, 828 U.N.T.S. 305
[hereinafter Paris Convention].

4 Agreement on Trade-Related Aspects of Intelledinaperty Rights, Apr. 15, 1994, Marrakesh Agreerfistablishing the World Trade
Organization, Annex 1C, 1869 U.N.T.S. 401 [herd@af RIPs].

® Paris Convention art. 5; TRIPs art. 27.

® Seee.g, Rebecca S. EisenbeRgtents and the Progress of Science: exclusivesighd experimental usgg U.CHI. L. ReEv. 1017 (1989);
" ABRAHAM LINCOLN, SECOND LECTURE ONDISCOVERIES ANDINVENTION (1859),in THE COLLECTED WORKS OFABRAHAM LINCOLN, VOL. 3,
356, 363 (The Abraham Lincoln Ass’'n Ed., 1953).

8 See, e.g., Petra Mosétow do Patent Laws influence Innovation? EvidenomfNineteenth-Century World’s Fait85 AM. ECON. REv. 1214
(2005).




or practice the inventidn and society shall grant him in returriedter patentrewarding him
with the concession of an exclusive right to expiloe “patented” invention for a limited tirtfe
The words “skilled in the art”, or “useful arts™ the importance of the enablement requirement
clearly recall still today the origins of patentvas a “bargain” systeth Even the original
duration of the period of patent validity under Ul&v, before the amendments which followed
the TRIPs Agreemeft, was calculated on the basis of the period of tgnéng from the
application of a new artisan to the guild to thenmeat the new artisan was finally entitled to
know all the secrets of the art (fourteen yearsiciviwere later extended by Congress to

seventeerty.

In order to analyze the nature and the functioa patent system it is essential to have a
glance to the main economic and non-economic teedhat, during the centuries, attempted to

argue the existence of a coherneitonaleto patent protection systeffis

The first economic analyses of social costs anefisrof patent protection, dating back
to the XVIII century, were made by English econdasjisuch as Adam Smith, who wrote that a
temporary monopoly granted to an inventor couldabgood way of rewarding its risks and
expenseS. The German economic literature, however, dissefitem a general application of
patent protection, writing that granting patentsildobe iniquitous in case ofatcidental

inventions or “insignificant artifices*®.

Already in the second half of the XIX century, floeir best-known positions advocating
patent protection for inventors were well settledoag economistd. These positions may be
summarized as follows: (a) the “natural law” thesissuming that a man has a natural property
right on its ideas, (b) the “reward-by-monopoly’ediis, assuming that society rewards the

inventor of useful artifacts by conferring him a mopoly right, (c) the “monopoly-profit-

® See MARTIN J.ADELMAN, RANDALL R.RADER, JOHN R. THOMAS, CASES ANDMATERIALS ONPATENT LAW 386-387 (8 ed. 2009); Patent Act,
ch. 7,82, 1 Stat. 109-112 (1790) (repealed 1738)).S.C. § 112(a) (West 2012)

1% See Statute of Monopolies, 1623, 21 Jac., ¢.63(Eng.)

' See 35 U.S.C. § 112(a) (West 2012)

2 Uruguay Round Agreements Act of 1994 § 532(ag%)U.S.C. § 154(a)(2)

13 C. Michael WhiteWhy a Seventeen Year Pat@&,J.PAT. OFr. SOoC'y 839, 841 (1956).

4 See RITZ MACHLUP, SUBCOMM. ON PATENTS, TRADEMARKS, AND COPYRIGHTS & SENATE COMM. ON THEJUDICIARY, 85™ CONG., 2'° SESS,
AN ECONOMIC REVIEW OF THEPATENT SYSTEM (Comm. Print 1958) (for economical scienceg)iNLOCKE, THE SECOND TREATISE OF
GOVERNMENT (1690)in TwO TREATISES OFGOVERNMENT (Peter Laslett ed. 1960) (for philosophical stejlie

5 MACHLUP, supranote 14, at 19 (citing ®AM SMITH, AN INQUIRY INTO THE NATURE AND CAUSES OF THEWEALTH OF NATIONS, book IV, ch.
VI, pt. 11l (1776))

16 1d., at 19-20 (citing HINRICH JAKOB, GRUNDSATZE DERPOLIZEIGESETZGEBUNG UND DERPOLIZEIANSTALTEU 375 (Halle, 2 ed. 1887) (first
published in 1809))

71d., at 21
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incentive” thesis, assuming that industrial progres desirable, and that exploitation of
innovations would not be obtained in sufficient sw@@ if inventors would not have granted a
temporary monopoly to increase their expectatiohspmfit on their inventions, (d) the
“exchange-for-secrets” thesis, assuming that anpaebasically a bargain between the inventor
and the society, the former surrendering the psssesof secret upon an innovation, and
obtaining from the latter in return an exclusivghti to exploit such innovation for a limited

period of time®.

One of the fathers of economic theories associtdethnovation and monopolies is
deemed to be Joseph Schumpeter (1883-1%50) his works, Schumpeter argued thats ‘a
matter of casual observation, economic and techradaantages are more frequently traced to
big businesses than to firms in atomistically cotitipe industries, since investment in

innovation requires, in a capitalist economy, s@ue of hedge against los&é%

In the most recent years, some authors have dessdmim these classical theories,
especially in relation to particular industries gratent-eligible subject matter, such as genetics
and agriculturé". Economists such as Drahos and Mayne wrote th@nsa asspeciesof
intellectual property rights, may actually reduczess to knowledge in some peculiar life-
sustaining areas, with particular reference to kipieg countrie¥. The intertwining of patent
protection and research and development incenivesnsitive industries, in these last years, is
of utmost interest for both economists and polickenst®. Usually, legal systems have included
compulsory license mechanisms, or other equivarogption, i.e. experimental use defenses, in
the field of pharmaceutical inventidiis Very recently, some judgments have been issued in
some parts of the world dealing with patents ongsrudespite specifically referring to non-
obviousness of the sought patent, the most disdusfsitnese judgments, delivered by the Indian
Supreme Court, has brought the issue of drugs fadiity straight into the political debéte

Bd.

¥ See Rebecca S. EisenbePgtents and the Progress of Science: exclusivegighd experimental usg6 U. Chi. L. Rev. 1017, 1038 (1989)
20d., at 1039 (citing SEPHSCHUMPETER CAPITALISM, SOCIALISM AND DEMOCRACY 81-110 (Harper & Row,"3ed. 1950))

2L Elinor Ostrom & Charlotte HesBrivate and common property rights, BROPERTYLAW AND ECONOMICS VOL. 5 73-74 (Boudewin
Bouckaert 2 ed. 2010)

2|d. at 74 (citing BTERDRAHOS ET AL, GLOBAL INTELLECTUAL PROPERTYRIGHTS: KNOWLEDGE, ACCESS ANDDEVELOPMENT (Peter Drahos
& Ruth Mayne eds. 2003))

5 see, e.g., Brittany Whobrepternational Patent Law and Public Health: analygiTRIPS’ effect on Access to Pharmaceutical inelgping
Countries 45 BRANDEISL.J. 623 (2007)

% See, e.gRoche v. Bolar733 F.2d 858 (Fed. Cir. 1984) (allowing experinaénse of a patented compound in the U.S. legaésys

% geeNovartis AG v. Union of IndiaGivil Appeal 2706-2716, Unreported Judgments (Apri2013) (Supreme Court of India). TNevartis
case will be analyzed in major details in Chapiter |
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In addition to economics, legal scholars have featly used philosophical arguments in
order to build aationale for the patent systeth The foundation of philosophical studies on this
matter is the reflection made by John Locke in“l8econd Treatise of Governmeirt 1690:
according to Locke,évery man has a property in his own person. [...] THt®ur of his body,
and the work of his hands, we may say, are progegyWhatsoever then he removes out of the
state that nature hath provided, and left it in, lith mixed his labour with, and joined to it
something that is his own, and thereby makes iproperty?’. A significant condition for this
property right is that whenever an individual rem®wsomething from the common, there must

remain ‘enough and as good left in the common for otiférs

However, despite the focus of philosophers ondtsire ofspeciesn the broadegenus
of property rights, patent law remains first ancefoost entwined with technology and scientific
research, and philosophy of science is therefaduhdamental field in which patent law issues
need to be analyz&d Some moral arguments have actually been brougpatent cases before
U.S. Courts; as per patent eligibility for artifitly-created forms of life, a milestone is deemed
to be theChakrabartycase, in which the United States Supreme Court theldan artificially-
created bacterium may fall into patent-eligible jsubmattet’, despite all the moral objections
brought by the Patent Office in its defensive brafd by variousamici, including Nobel
laureate¥". In contrast, the European Patent Convention Bpaity excludes patent eligibility
for forms of life*?, while a detailed EU-wide harmonization, with tineans of a Directive,

apparently leaves Member States little choice abmiextent of biotech patents under national

law®3,

After having analyzed both the economic and thdopbphicalrationalesfor a patent
protection system, it is necessary to run throtnghléng history of the patent system, in order to
better understand its evolution and its relatiopstith other fields of the law.

% See MELMAN, supranote 9, at 39
2; JOHN LOCKE, THE SECOND TREATISE OFGOVERNMENT, ch. 5, sec. 27 (169@) Two TREATISES OFGOVERNMENT (Peter Laslett ed. 1960)
Id.
2 See MELMAN, supranote 9, at 40.
%0 Diamond v. Chakrabarty47 U.S. 303, 309-10 (1980).
11d., at 316, the petitioner, with the support afmicus points to grave risks [...]. The briefs present aggome parade of horribles. Scientists,
among them Nobel laureates, are quoted suggestatgenetic research may pose a serious thredtedtiman race”.
%2 Convention on the Grant of European Patents &rtO6t. 5, 1973, 1065 U.N.T.S. 199 [hereinafterdpean Patent Convention].
% Council Directive 98/44, art. 6, 1998 0.J. (L 213) 18-19 (EC).

12



Legal historians often cite venerable antecedenfsatent law; from ancient Greééeo
14"-century Tyrolean mine¥, to a Florentine“patente” issued in 1421 to Filippo

Brunelleschi®.

However, the date most legal historians agree adittth of a modern patent system is
March 19, 1474, when the VenetiBoge Nicold Tron issued the first modern Patent Stafute
The 1474 statute, whose language is surprisinghylasi to modern Patent Acts, sets out that
“every person who shall build any new and ingenaisce in this City [...]. It being forbidden
to every other person in any of our territories aotns to make any further device conforming
with and similar to the said one, without the carisEnd license of the author, for the term of ten
years’ ®. This system already had the basic features ofodem patent statute, such as
patentability requirements, provision for a ten+ypatent term, registration and an embryonic

remedial schenié

Running through the centuries, the other milestargatent law is the EnglistStatute of
Monopolie, enacted in 1624 under King Jamé$. By the date of the U.S. independence,
patent granting was at itenithin the Anglo-Saxon world, and, after a fierce dssion among
the U.S. founding fathets in the text of the Federal Constitution it wa®s#n to embody a
specific grant of power to Congress to establistergaand copyright systeflfs The Congress

was quick to pass an Act under this grant of powter first Patent Act being dated 1790

On the other side of the Atlantic, patent law coméid to develop during the decades,
especially in France, which passed its first pastmiute in 1844. The first Italian authors, due

34 See RUCEBUGBEE, GENESIS OFAMERICAN PATENT AND COPYRIGHTLAW 166 n. 5 (1967) (describing a system of rewardingks for
excellent recipes).

% See BIRICH KAUFER, THE ECONOMICS OF THEPATENT SYSTEM (1989).

36 Maximilian Frumkin,The origin of Patent27 JPAT. OFF. SOC Y 143, 144 (1945) (recognizing Brunelleschi as trat patentee ever
recorded).

%7 Giulio Mandich Venetian Patents (1450-155@)) J.PAT. OFr. SOC'Y 166, 176-77 (1948)

% |d.; the original text (in Venetian dialect) camfound in \ENETIAN STATE ARCHIVES, Senato terra, reg. 7, ch. 32,andara parte che per
auctorita de questo Conseio, chadaun che fara estCita algun nuovo et ingegnoso artificio. [..idr8lo prohibito a chadaun altro in alguna
terra e luogo nostro, far algun altro artificio, achmagine et similitudine di quello, senza conseetito et licentia del auctor, fino ad anni X.”".
39 See MELMAN, supranote 9, at 8.

40 Statute of Monopolies, 1623, 21 Jac., c. 3, 8r&y(E

41 See Mix FARRAND, RECORDS OF THEFEDERAL CONSTITUTIONVOL. 2 321 (1911) (recognizing Charles Pinckey as tirecimal source for the
final draft of the granting of power clause)

42to Promote the Progress of Science and Useful Ais3.CoNsT. art. |, § 8, cl. 8In re Bergy 596 F.2d 952 (C.C.P.A. 1979) (analyzing the
background and the depth of the Constitutional igiom)

“3 patent Act, ch. 7, § 2, 1 Stat. 109-112 (179Q)daded 1793)

4 See Nicolas Bouch&rance,in INTERNATIONAL ENCYCLOPEDIA OFLAWS. INTELLECTUAL PROPERTY, VOL. 3123, 124 (Supp. 2010)

13



to the absence of national authorities, often reteto French case-law and doctrine in their

treatises ondiritti degli autori di opere d’ingegnd’.

A major boost in Europeadoctrine on intellectual property law was driven by the
signature of the first International Conventions lotellectual Property, promoted by most
European Countries, especially by the 1883 Parisv@ution on patents and tradem&fk©nly
after those treaties were signed, business lawgleecross Europe started to build a system of
“droit industriel, or “diritto industriale’*’ comprising patent, trademark and copyright law, as
well as unfair competitiofi.

Despite the considerable evolution of the Italiad &uropeardoctrineon IP law in the
aftermath of the World War4i, no provision on intellectual property rights teen set forth by
the Treaty of Rome establishing the European Ecan@uommunity, and there was none until
the inception of the Treaty of Lisbh As it will be better explained in the followindapters,
which will focus more specifically on the long faieed on an EU-wide harmonization of
intellectual property law, and on the future pecépes of said harmonization, the Commission
has opened a way to circumvent the absence of afispgrant of power, enacting some

Directives and Regulations concerning IP rights pagnt law’".

Separately from the European Community, in 1978ersg¢ both Community and non-
Community States marked the first step on the toaa common patent system, by signing the
European Patent Convention, establishing an Europegent Organizatidhand an European
Patent Office, headquartered in Munich, and conmpeti@ grant European patents whose

peculiar nature will be addressed in the followahgpters®.

The long and worldwide development of IntellectBabperty law signed a remarkably

important step towards international uniformityli®94, with the signature of TRIPs Agreements

45 “Rights for the authors of works of geniuSke Vincenzo FrancescheRirefazioneto BREVETTI, MARCHIO, DITTA ED INSEGNAVOL. 1
[PATENTS, TRADEMARK, “D ITTA” AND “I NSEGNA' VOL. 1], in GIURISPRUDENZASISTEMATICA DI DIRITTO CIVILE E COMMERCIALE [SYSTEMATIC
CIVIL AND BUSINESSLAW CASE LAW] XXVII (Walter Bigiavi & Vincenzo Franceschelli ed 2003) [hereinafter BRISPRUDENZASISTEMATICA]
1d. at XXXHI-XXXIV.
47 Both the French and the Italian terms may be kated agindustrial law”
“81d. at XXXV-XXXVII (citing, among others, BRLO FADDA, PAOLO EMILIO BENSA, NOTE E TRADUZIONE DELDIRITTO DELLE PANDETTE DI
ABQERNARDOWINDSCHEID [NOTES ANDTRANSLATION OF BERNARD WINDSCHEID'S PANDECTSLAW], Vol. | 627 (1902))

Id. at XLVI
%0 See, e.g., Laurent Manderiedxmore unitary European IP architectuia, THE HANDBOOK OF INTELLECTUAL PROPERTYMANAGEMENT:
DEVELOPING, MANAGING AND PROTECTING YOUR COMPANYS INTELLECTUAL PROPERTY4 (Adam Jolly % ed. 2012)
51 See Case C-350/92, Spain v. EU Council, 1996 E.IE1R85 (concerning patent law); Council DirectB@44, art. 6, 1998 0.J. (L 213) 13,
18-19 (EC) (as an example of EU directive conceypiatent law).
°2 European Patent Convention, chapter II.
%31d., chapter lIl.
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as a part of the Marrakech Agreements establistiingWorld Trade Organization, leading to

some WTO cases concerning the granting of certtienp rights’.

This quick summary of relevant issues clearly shbaws patent law is a dynamic field,
encompassing both international and national lasth leconomics and philosophy, both science
and morality; this work will not be able to analytteem all,ca va sans direand this brief
summary has merely the scope to give an overvieth@inost relevant problems and debates,
that patent lawyers and scholars face now andaiogrt will continue to face in the following

years.

The nature and the purpose of this work of rese@clnked to a reflection on the
“powerful economic rights” usually coming with tigeant of a patent; in some cases, the nature
and the extent of these powers, which arrive dihélexclusion of any other from the production
of certain goods for up to two decades, may teraptrgees to use the patent in a way that may

harm third parties, or competition itself: in a Wppatentees may carry owatuses

Such abuses may be carried out in two forms, ctamélg with the two categories of
rights coming into existence in a patent systenerdfore, the approach of this work

distinguishes first between two categories of abuse

(a) abuses of patentn which the conduct of the patentee is dire¢tethe marketplace,
and consists in abusing the exclusive rights wiucime with the patent,e. by leveraging the

patent in order to rise its market power beyondsttape of the patent itself;

(b) abuses of patent system which the conduct of the patentee is dire¢tethe public
authority, the “Patent Office” or every public Awotity entitled to the grant of patents, and
consists in a distorted use of the regulatory aimiaistrative procedures with the result, most of

the times, of the grant of patent rights the abdg®not deserve.

Beyond this “horizontal” dimension, among the twategories of abuses, this work
moves also in a “vertical” dimension, based on“treadth” of the alleged abuges. whether or
not the abuse falls into the anti-monopoly provisiget forth by competition law, in particular
the “abuse of dominanteA patent, as will be argued in the following Qiers, does not
automatically grants to the patentear@hopoly in the antitrust sense of the word, therefore not

% See note 4; for WTO cases arising under TRIPs gsge Panel RepoiGanada — Patent Protection of Pharmaceutical Praguc
WT/DS114/R (Mar. 17, 2000).

15



every patent abuse may fall into competition lale Bbuses carried out by patentees may thus
be distinguished as summarized below:

(a) abuses with antitrust relevanda which the patentee holds a dominant positiothe
market of the patented product, and the abusetehpaor the abuse of patent system, falls, in

whole or in part, in the scheme of an antitrustation, i.e. the abuse of dominance;

(b) abuses without antitrust relevanda which the patent is not capable, for a sevies
reasons (including, but not limited to, presencesufstitutes on the marketplace), to give the
patentee a “monopoly” in the antitrust sense ofwtbed, and therefore the abuse of patent, or the

abuse of the patent system, has to be dealt witkfleyring to general principles of patent law.

Moreover, in order to investigate the issue in rt@st complete and thorough way, the
work adds a third dimension,e. comparative law; the analysis will thus cover thtegal
systems, specifically:

(a) United States laywvmainly because in the U.S. system the body otroh@s as per
patent law is particularly developed, and the WyStem is universally considered as one of the
most developed patent systems in the world; moreavé).S. law, two peculiar doctrines have
been settled in the last century in order to addesses of abuse: namepatent misuseo
address cases of “abuse of patent”, imeduitable condudio deal with cases of “abuse of patent
system”;

(b) European Union lawwhich, notwithstanding the dimensions of its insd market,
which, with a population of half a billion, is angphe largest in the world, has not a common
patent system, and, only in the first months of 201 appears to have traced a path for an
Union-wide patent; however, this peculiar situativess not prevented Community law from
setting forth unique doctrines, grounded in contjweti law, in order to prevent abuses of
intellectual property rights and abuses of patgstesn, and the work of the European Courts in

this sense is still an open path;

(c) finally, Italian law, which may be an interesting case study for séveasons; firstly,
Italy is among the largest economies in the Europgé@ion, therefore the Italian patent system,
as every other European national patent systeimtdaeested by the influence of European law,

which reflects also in the field of intellectualoperty; secondly, Italy, notwithstanding having

16



experienced the first patent statutes in the wonlas currently a patent system much less
developed than most of its trade partners, anderdifitly than most legal systems, has
harmonized general principles of patent and tradenawv in the 2005 Code of Industrial

Property; thirdly, Italian Competition Act has beemssed only in 1990, therefore legal scholars

had addressed, at least theoretically, abuses@fpaith the lenses of general principles of law.

The result of this research, that will be set farththe following Chapters, shows that,
while in the U.S. legal system the existence oflsettled doctrines grounded in principles of
patent law, such gsatent misusehas brought to a progressive narrowing of saidrdeeg into
the borders of antitrust law, and the remedial sehbas focused on thumenforceabilityof the
misused patent, in Europe abuse cases have beeledlemainly due to the lack of jurisdiction
of European Courts to syndicate on the existendetellectual property rights, with the tools of
antitrust law: theMagill doctrine, with its evolutions ifMS and Microsoft, constitutes today an
apparently coheremntitrustdoctrine addressingéfusal to licensg a case of “abuse of patent”
as an abuse of dominance analyzed with a pecuydjarcation of theessential facility doctrine,

and finalized to grant compulsory licenses forlfPeights at issue.

Said doctrine, however, has always found applicaiio copyright cases, in which the
existence itself of the IP right has been highlyntooversial; as per patent cases, the European
Courts have followed a different approactHitti, a case decided shortly aftdagill, in which
the refusal to license was found to be an elemeatni abuse of dominance, and in which the
remedy was a fine imposed on the dominant undegaklilti has been, in the last 20 years, the
only abuse case concerning patents ended withah Biacision of the European Commission;
however, thé&Samsungase, currently under investigation by the Eurog@ammission, is likely
to give an answer on whether EU law will choosdoltow the Magill doctrine also when the
case involves patents or will look backHdti, limiting Magill only to copyright law.

As per abuses of patent system, the European Cloavts recently decided a landmark
case,AstraZenecain which it has been held that an abuse of patgstesy may constitute an
abuse of dominance, therefore charging the domimadértaking with a fine; a different result,
such as the revocation of the rights unduly grafdéddwing the finding of an abuse, may be
reached by adapting thdalifax doctrine,originally elaborated by European Courts under tax

law in order to revoke the fiscal advantages unduénted to the abuser; withalifax, the ECJ,
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in anobiter, has apparently opened the path for the applicaticsaid doctrine to other fields of

European law, within certain limits.

The main limitation to théalifax doctrine in patent law is that it is likely to appminly
to abuses of patent system; as per abuses of pateloictrine of abuse has to be grounded in
national law. Italian legal scholars, in particulaas argued that every imaginable abuse of
patent may constitute either an abuse of othed&nes, such as freedom of economic initiative,
or an insufficient practice of the patent itselitional patent laws set forth provisions, including
compulsory licensing, in case a patent is not predtor is insufficiently practiced by the

patentee; these measures may arrive until the dacadf the patentee from its rights.

In conclusions, the results reached by U.S. legsies in the field of patent law are
extremely important, and doctrines @atent misusef sufficiently narrowed, may constitute a
remarkable incentive for patentees to use its sxadurights for the best interests of competition
and market, mainly because, otherwise, the patenidvbe declared to be unenforceable by

Courts, therefore allowing anyone to infringe itivaut paying royalties.

By contrast, a system in which an abuse is “punisby imposing, at least, compulsory
licensing, would create less incentives to avoidsale conducts; it is undisputed, however, that
said incentives may be stronger for dominant uladergs, since a compulsory licensing may
come with a fine imposed by a competition authoity inMicrosoft On the point of remedies,
the European lawlalifax doctrineis remarkably similar tpatent misuser inequitable condugct
since it results in the revocation of the rightightfully granted; a more general application of
said doctrine to patent law, therefore, has to beewmed.Patent misusehowever, has its dark
sides, since the defensemisusemay be raised also by infringers that have not lokeenaged at
all by the alleged misuse; on these grounds, wasth citing the approach of Italian law, in
which anessential facility doctrindorn to strike down alleged patent misuse caseshbas
progressively narrowed in the recent years by thekwf the Court of Milan, until to arrive to
deny compulsory licenses to infringers, which hageer sought it before having been sued, and

therefore are seeking a licenseth unclean hands

These conclusions summarize an analysis which tidosth below in four chapters:
Chapter | analyzes the legal nature of a patenteurnde three legal systems taken into

consideration, and will introduce the distinctioatweenabuse of patenandabuse of patent
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systemwhile Chapter Il focuses on U.S. doctrinespatent misusendinequitable conduct.
Chapter Il goes deeper into European law, whildr@sking the issue abuse of patent system
in Europe, with reference to thestraZenecaase, and in ltaly, in which, notablistraZzeneca
has had an aftermath with tRéizer case. Lastly, Chapter IV will focus on the issuabiise of
patent,both under European and ltalian law, addressindittiie and following the evolution of
the Magill doctrine in EC case law, and the influence of tiastrine in Italian competition law;
moreover, the Italiamloctrine on abuse of patents based upon general principlpatent law
will be addressed, with reference to an old, anibat forgotten 1935 case, which, unexpectedly,

seems still to teach something on the issue ohpatsuse.
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CHAPTER |

LEGAL NATURE OFPATENTS AND PATENT RIGHTS

1.THE U.S.PATENT SYSTEM; 1.1.LEGAL DEFINITION OF“PATENT", 1.1.1.Reward-by-monopoly thesis: property
right on the invention, 1.1.2. Exchange-for-sectbesis: the public side of patent lafu2. PATENT PROSECUTION
PROCEDURE 1.2.1.Phases of the prosecution procedure before thePULS.,1.2.2.Possible outcomes in patent
prosecution litigation2. PATENT SYSTEM IN THE EU; 2.1. THE ABSENCE OF ANEU PATENT LAW, 2.1.1.Lack of a
Treaty granting of powef.1.2.Reasons for a stalemate; patents and langua®ds3.Perspectives: the “patent
packages; 2.2. THE EPC,AN EXTRA-EU PATENT SYSTEM 3. THE I TALIAN PATENT SYSTEM ; 3.1.INTRODUCTION
AND SOURCES OHTALIAN PATENT LAW; 3.2.LEGAL DEFINITION OF“PATENT"; 3.3.PATENT PROSECUTION INITALY :
“DIRITTO SOGGETTIVO' OR"I NTERESSE LEGITTIM3?. 4. DOUBLE SIDE OF PATENT ABUSE; 4.1.ABUSE OF PATENT

SYSTEM, 4.2.ABUSE OF PATENT5. CONCLUSION

For the purpose of fully understanding the issussugsed in this work, it is essential to
begin by giving a definition, or at least a recomstion, in case legal provisions or case law

should result to be unclear, of the legal naturpaténts and of patent rights

Starting from the international soureshe 1883 Paris Convention does not give a

definition of “patent, merely dealing with an harmonization of the péatgrosecution

! The word patent comes from the Latititera patentis,i.e. open letter, addressed by the sovereigraliofhom these presents shall come”.
Patents for inventions, in Renaissance Britain,ewest one form of “letters patent”, since the Cnoused to carry on much of the economic
businesses of the Empire through issuance of these letters. SeeRBIG ALLEN NARD, THE LAW OF PATENTS 1 (2008);in French and in
Italian, however, the etymology of the word is eifnt; the brevet or “brevettd comes from the Latinjrevis, i.e. brief document in which a
right is stated. SeelDONARIO LINGUA ITALIANA TRECCAN, at “brevettd (2013). The Italian (and French) etymology pegks the individual
right, English (and German) privileges the featfrpublic disclosure. Just as a curiosity, the dapa term for paterthkkyo,is written by using
two kanji, meaning togetherspecial permissidh with an etymology which is more similar to thallan and French term. Most languages,
however, follow the English etymology, such as GarnrfPaten), Spanish gatentg, Finnish patentt), Chinese Zhuanl), and Russiarp@aten}.
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procedures in all the States which are part ofGoaventiorl. Looking at the history of the
Treaty, it was signed, after almost a decade opgmeory works, by the representatives of
eleven countries (mainly European, excepting Br&ilatemala and Salvadyrand the Treaty
included no provision on patentability requirementsich were left to the individual States’

national legislation

It can be argued that times were not mature in I88a8n deeper harmonization than the
one, concerning prosecution, set out in the Comwenin fact, all the most recent international
treaties contain provisions setting forth patenigbiequirementS However, still no source in
international law focuses on the very nature oeptst and patent rights; therefore, it is essential
to refer, in order to find an applicable legal défon, to national law, in particular to U.S. law,
which can be considered, without any doubt, tongemost developed patent law system in the

world’.

This Chapter will analyze in detail the nature atgmt rights in the three legal system
taken in consideration in this paper; the firsttisecwill focus on U.S. law, while the second
section will analyze the status of patents underdd&) focusing on the current European patent
system, based on the extra-EU system set forthhéyEtropean Patent Convention (EPC), and
on the importance still given to national patent lay the EPC system. Following this scheme,
the third section will analyze Italian patent laand the fourth section will finally distinguish,

after this comparative study, thbuse of patent systeand theabuse of patent.

2 See MARTIN J. ADELMAN, RANDALL R.RADER & JOHN R. THOMAS, CASES ANDMATERIALS ON PATENT LAW, at 626 (3 ed. 2009) (citing the
Paris Convention as thetarting point for a consideration of any intelleat property rights in virtually every part of theorld”); see also Ove
Granstrand, in ®ORD HANDBOOK OF INNOVATION 270(Fagerberg et al. eds. 2006) (addressing a littlefbinsights of the preparatory works
of the Convention, of which the most curious ishags linked to Switzerland, which, at that timed Im@ patent system, and the Swiss clock
industry, who was openly pro-patent, pushed theguowent to adhere to the Convention).

3 Paris Convention, art. 4.

4 GEORGH. C. BODENHAUSEN, UNITED INT'L BUREAUX FOR THEPROT. OF INTELLECTUAL PROP., GUIDE TO THE APPLICATION OF THEPARIS
CONVENTION FOR THEPROTECTION OFINDUSTRIAL PROPERTYAS REVISED AT STOCKHOLM IN 1967 9 (1968). Currently, the Paris Convention
has 174 Member States, the most relevant excelpgiolg Taiwan. Notably, North Korea is a Membertaf €onvention since 1980.

® Seeg.g, Regina A. LoughranThe United States position on Revising the Parisv@ntion: Quid Pro Quo or Denunciatios,FORDHAM INT'L
L.J. 411, 417 (1981).

® See TRIPs art. 27; European Patent ConventioB2urt.

" One can truly say that U.S. was born on inventiams raised with patent granting; among the Founémthers of the U.S., in fact, we can
enumerate Mr. Benjamin Franklin, one of the greategentors of its era (modern mail services arl lightning rod are two products of his
genius and researches), and provisions enablingr€ss to establish a patent system were preseheit).S. Constitution since 1787 (U.S.
Constitution, art. |, 8 8, cl. 8). Today, patenw I one of the most innovative and discusseddi@ldJ.S. law, due to the high number of patent
applications yearly filed in the U.S. (half a noli only in 2011, source: USPTO). Moreover, the l#isfament of the Federal Circuit, that has
quickly become an highly respected and speciakzedrt as per patent law issues, led to a ratiomiédiz of patent law doctrines, in particular
during the Michel and the Rader eras. The estahbsit of a strong, and specialized, Federal Ciredtthe U.S. Supreme Court to deny most
motions forcertiorari, if not in exceptional cases (seeg.,KSR 550 U.S. 398 (2007)), letting Federal Circuit &®th a coherent case law.
Current Chief Judge of the Federal Circuit, RanRallier, is worldwide recognized to be among thet ingzortant patent lawyers in the world.
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1.THE U.S.PATENT SYSTEM

1.1.LEGAL DEFINITION OF “P ATENT”

The Patent Act, U.S. Code Chapter 35, the maintsiat source of patent law in the U.S.
legal system, does not include any legal definitain“patent; the Act merely sets forth
conditions for patent eligibility and patentabifityand the definition of patent infringemerit
which sets forth the rights and duties coming it patertt Therefore, in order to find out a
proper legal definition of “patent” and “patenthiig” under U.S. law, it is necessary to explore

the definitions set forth by case law.

The most common definition given t@dtent by U.S. case law is ofd government-
granted monopoly, providing the patentee of a rigitose essence is to exclude others from
making, using, or selling, what is therein clairtt@dHowever, this government granting, in the
words of the Federal Circuitjs' not a disbursement of governmental largessethod not a
‘gift’; rather, the government grant of a propentight, namely the right to exclude for a limited
time, is conditioned on the creation and publicttisure of a new and useful inventidh”

This definition, together with the general defioiti of “government granting of a
monopoly right, extensively used by the Federal Circuit, rectikls main economic doctrines on

which a patent system is based, and that wer@shtlfy English classical economiSts

Remarkably, a like definition echoes two differaouls of the patent system, both being
a fundamental side of a picture involving businasd administrative law, both individualism
and public interest: thaéward-by-monopoly thesisinder which a patent is essentially a title of
private property, and theekchange-for-secret the&isinder which a patent is a bargain between
the inventor and the society, which benefits frdme tnablement and the disclosure of the

invention by the patentee, conferring him exclusigats in return.

8 See35 U.S.C. 88 101-103 (West 2013)

° 35 U.S.C. § 271(a) (West 2013); .(Whoever without authority makes, uses, offerslip ar sells any patented invention, within theitéa
States or imports into the United States any patkimtvention during the term of the patent thergfdringes the patetit

% Seee.g.,among the most recent decisions by U.S. fedetatsdrendx Enters., Inc. v. All-Luminum Prods., Ir856 F.Supp.2d 661 (D.N.J.
2012);Callaway Golf Co. v. Kappo802 F.Supp.2d 678 (E.D.Va. 2011).

1 Xechem Int'l, Inc. v. Univ. Of Tex. M.D. Andersoan€er Ctr.,382 F.3d 1324, 1331 (Fed. Cir. 2004¢e alsoamong othersin re ‘318
Patent Infringement Litigatior83 F.3d 1317, 1324 (Fed. Cir. 2007) (citBenner v. Mansor383 U.S. 519, 536 (1966))patent is not an
hunting license; it is not a reward for the searblif compensation for its successful conclusion

12 See RITZ MACHLUP, SUBCOMM. ON PATENTS, TRADEMARKS, AND COPYRIGHTS & SENATE COMM. ON THE JUDICIARY, 85TH CONG., 2ND
SESS, AN ECONOMIC REVIEW OF THEPATENT SYSTEM 19-21(Comm. PrintLl958).
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1.1.1. Reward-by-monopoly thesis: property righttominvention.

The granting of a monopoly right by the governm&athoes the classical “reward-by-
monopoly” thesis, which assumes that society resvafte inventor of useful artifacts by
conferring him a monopoly right This theory was among the first ones to be aealyzy U.S.
case law, and its roots may be found out in U.9r&ue Court case law since the second half of

the XIX century, in decisions includirgrown v. Duchesnelelivered in 1858.

The issue discussed Brown was peculiar, and involved both international gadent
law: whether a technical improvement for ships,alhivas patented in the U.S. by the plaintiff,
and used abroad in the construction of a FrencbeVesfringed the U.S. patent when the French
vessel harbored in an U.S. grfThis issue, which arose in the XIX century, idayp regulated
by a specific provision in the Paris Convention,vwhich Article 5ter, introduced in the
Convention by the Revision Conference of The Hagu&925, and not substantially modified
thereafter, sets forth that it shall not be congdeas an infringementtie use on board vessels
of other Countries of the Union of devices formthg subject of the pateft..] when such
vessels temporarily or accidentally enter the watef the said countries’. The opinion,
delivered by Chief Justice Taney, is similar to séution that is now set forth in the Convention
as amendéd; as per the purpose of patents, the Court heits ianalysis, as aobiter, that “the
right of property which a patentee has in his irtien and his right to its exclusive use, is
derived altogether from these statutory provisiomsd this court have always held that an
inventor has no right of property in his inventiarpon which he can maintain a suit, unless he
obtains a patent for it, according to the acts @n@ress and that his rights are to be regulated

and measured by these laws, and cannot go beyend'th

The dictumof the Court inBrown includes two extremely important elements, thdt wi

be further analyzed and better explained in othses, both by the Supreme Court and by lower

3 See,e.g, Masimo Corp. V. Philips Elecs. N. Am. Corp42 F.Supp.2d 492 (D.Del. 2010)Gtant of a patent is a grant of statutory
monopoly.

14 See MhCHLUP supranote 12, at 21.

> Brown v. Duchesn&0 U.S. 183 (1856).

%1d. at 193-4.

7 paris Convention, artiér; see BDENHAUSEN supranote 4, at 82.

8 Brown, at 198.

91d. at 195 (emphasis added).
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federal Court®: the first being that patents are a form of pevatoperty ‘thas no right of
property’) on the claimed invention, while the latter beititat the granting of property is

conditioned by a governmental grantingrfless he obtains a patent fdi)it

Starting from the latter, the U.S. Courts had nedmubted that a right to a patent is
statutorily granted, and that the breadth of trentgd property right has to be consistent with the
provisions of the Patent Act, as heédg, in the 1926 decision issued by the Court of Afgpea

for the District of Columbia, i©Owen v. Heimarfi.

The issue decided by the Court in this case dedht as'complaint by the appellant, Mr.
Owen, which was deprived of his patent rights affitext, a decade following the granting of a
patent for his invention, an interference proceduas begun before the U.S. Patent Office by
the administratrix of the estate of Mr. HeimannGarman inventor, who, when alive, filed a
patent application for the same invention, prioOwen’s filing date, in the German Empifte
These being the facts, the Court ruled in favothef defendant, holding that the granting of a
patent right is purely statutory and therefo@ohgress has full power to prescribe to whom and

upon what terms and conditions a patent shall &ue

Therefore, it can be said, following the analysedm by the Court in this decision, that
the Congress, pursuant to its constitutional godiqfower, has enacted patent statutes providing
for a right, which, on the one hand, cannot bectéié by State laff and, on the other hand, is
not limited by the citizenship of the inventor aodhe place in which the invention was put into

practicé”.

However, while the nature and the extent ofright to patenti.e. the right to obtain the
granting of a statutory monopoly when the inventi®mew, useful and non-obvious, has been
recognized with these decisions to be more and mereral, the nature of the result of the

granting procedure has often been left unclear oy’ analyses.

2 seeg.g.,Sears, Roebuck & Co. v. Stiffel C876 U.S. 225 (1964pisplay Research Labs., Inc. v. Telegen Cdrp3 F.Supp.2d 1170
(N.D.Cal. 2001), & patent does not exist until it is granted

“ Owen v. Heimanri,2 F.2d 173 (D.C. Cir. 1926)

21d. at 173-4

2q.

% SeeBall v. Coker,168 F. 304 (C.C.S.C. 1909)jght to patent monopoly cannot be affected byeStaws.

2 For absence of territorial limitations in patemt| seeClaude Neon Lights v. Rainbow Ligh# F.2d 345 (E.D.N.Y. 1931)p4tents are not
limited to inventions made in the United States
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One point on which such analyses are unanimousaisa patent, regardless if anyone
infringes upon it, has an economic value, and, artbe consequences of thbheing denied a
patent which would have otherwise issued may alme cause of actiéh The analysis on
patent rights has been made by U.S. case law 8iec¥IX century, and the very nature of rights
coming with the granting of the patent, as a pevatoperty right, as iDensmore v. Scofielt
In this case, decided by the U.S. Supreme Cout880, the Court held thapatentsrightfully
issued are property, and are surrounded by the sagés and sanctions which attend all other
property’?®. The adverb emphasized in botightfully, is the key to properly understand the
importance of thigdictum, and will be fundamental in the analysis set fartithe following

chapters of this paper.

In order to harmoniz®ensmorewith Owen,which held that only Congress can decide
the breadth of patent rights, it is necessary stirdjuish the two cases based on the nature of the
patent rights the Courts are dealing with; distorciwill therefore be made betweeightfully

issued patentandnon-rightfully issued patents.

The Patent Act, pursuant to the power grantedeédibngress by the U.S. Constitufign
sets forth requirements for patentability, givingly individual a right to seek patent protection
once the conditions set out by Patent Act are méhé invention and showed in the application.
No person has vested right to patent, but is gwal to seek the protected monopoly only on
compliance with conditions which Congress has staty imposed®. The requirements and
conditions, set out by the Congress with the Pafeni are the fundamental border between
rightfully issued patentsvhich, undeDensmoreconstitute private property rights, amyalid
patents that, followingOwen,can be overturned when, even after the grantiaig, statutory

requirements are found not to have been met.

Moreover, such requirements are the connection tpbetween the “reward-by-
monopoly”, private law soul of patent law and aatiyt diverse vision of the subject matter, the

“exchange-for-secrets” thesis, that will be anati/bhelow.

% seeGenelink Biosciences, Inc. v. Colé2 F.Supp.2d 592 (D.N.J. 2010)

% Densmore v. Scofield02 U.S. 375 (1880); more recentBenelink Biosciences, Inc. v. Colig2 F.Supp.2d 592 (D.N.J. 2010) (a patent,

gsegardless if anyone infringes upon it, has vadne, being denied a patent which would have otherissued may alone be a cause of action)
Id. at 378.

#U.S. Const., Art. |, § 8, cl. 818 promote the Progress of Science and Useful Arts

%0 Boyden v. Commissioner of Pater4] F.2d 1041 (D.C. Cir. 1971) (in which an indigpatent applicant sought patent protection withou

paying the statutory filing fees).
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1.1.2. Exchange-for-secrets thesis: the public sideatent law.

The cases above cited and analyzed lead to a w$ipatent law as a reward granted by
State to inventors, vision which is individualisémd, in a certain sense, egoistic in nature.
However, looking to patent law merely with a bussé&awyer’s eye will result in a distorted and

incomplete picture of the subject matter.

While, on the one hand, patent law looks to businesthe granting of a monopoly that
often comes with huge revenues for patentees, @pttier hand such a monopoly is a necessary
sacrifice of competition on the altars of a compgllpublic interest; in the words of the U.S.

Constitution, the interest tgfomote the Progress of Science and UsefulArts

An interesting reconstruction of the relationshgivizeen these two “souls” of patent law
has been made by the Supreme Court inBibeito Boatscasé’. In the opinion, delivered by
Justice O’Connor for an unanimous Court, the Jestidealt, in arobiter, with the balance
between public and private interests in patentawn the words of the Courtfrom their
inception, the federal patent laws have embodiedraful balance between the need to promote
innovation and the recognition that imitation aneéfinement through imitation are both

necessary to invention itself and the very lifetloba competitive econoiy.

From this perspective, and with the main objectvg@romote Useful art§, the Patent
Act tries to strike a balance between public andape, setting forth that, as the Court enucleates
in a nutshell, the applicant whose invention satisfies the requeats of novelty, non-
obviousness and utility, and who is willing to ravt® the public the substance of his discovery
and the best mode of carrying out his inventiorgranted the right to exclude others [...] for a

period of [20] years®.

Moreover, at a first glance given to U.S. case e public lawside of patent-granting

can be said to be prevalent, as compared tprikate lawside of the subject matfér In most

81 U.S. Constitution, Art. 1, § 8, cl. 8.

%2 Bonito Boats, Inc. v. Thunder Craft Boats, |m89 U.S. 141 (1989)

% d., starting at 146.

*1d.

% d. at 150 (citing 35 U.S.C.A. §§ 112 and 154)

% Seeg.g, among the most recent decisions issued by Udgrd&courtsCaterpillar, Inc. v. ESCO Corp2012 WL 6618602 (C.D.IIl. 2012).
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cases, following the wording itself of the condidunal grant of power, the granting of the

statutory monopoly is held to be a mere consequehsach “primary purpose” of patent 1&lw

The primacy of public interests in patent law beesntlear even looking to the
interpretation that has been given, and usuallyoisome of the requirements set forth by the
Patent Act; in one of the most recent patent caésesght to its attention, the U.S. Supreme
Court has confirmed thatCongress took a permissive approach to patentlelity, to ensure
that ingenuity should receive a liberal encouragetife. Therefore, following the Court's
analysis, wide scope should be given to the remargs set out by Congress in the Patent Act,

in order to reach its intention to incentivize fr@gress of Useful Arf&

For this purpose, for instance, the invention loasgenabledby the patentee to be worth
of protection; the breadth of themablemenis set forth by § 112(a) of the Patent Adhé€"
specification shall contain a written descriptiohtbe invention, [...] in such full, concise and
exact terms as to enable any person skilled imathéo which it pertains, [...] to make and use
the same, and shall set forth the best mode comdgsdpby the inventor of carrying out his
inventiort “°. This provision is fundamental in the “patent @ng, ensuring that the public gets
its share of the bargain: the inventor teachegptlmic to make and use the invention, while the
public confer him, in return, a monopoly on the leiption of the claimed inventiGh This
policy was expressed in U.S. patent law since ety beginning: the first Patent Act passed by
Congress, dating back to 1790, expressed this ypalic the following words: Which
specification shall be so particular as [...] to eteala workman or other person skilled in the art
of manufacture, whereof it is a branch, or wherbwitmay be the nearest connected, to make,
construct or use the same, to the end that pubdig have the full benefit ther&8.

The attention of patent law to public interestvgdent in every field of U.S. patent law.

Firstly, a patent whose application has an insigificenablement will be held to be invalid, and

37 Unique Indus., Inc. v. 965207 Alberta L1843 F.Supp.2d 86 (D.D.C. 2012)

3 Bilski v. Kappos130 S.Ct. 3218, 3225 (2010) (citilgamond v. Chakrabarty}47 U.S. 303, 308-9 (1980))

39 SeeBilski, at 3225.

4035 U.S.C. § 112(a) (West 2013). The wousé refers mainly to access to scientific informatimpskilled artisan, which may use them for
further innovation, by “inventing on” patented sedj matter, see.g., Grant v. Raymond}l U.S. 218 (1832).GEL MOKYR, THE GIFT OF
ATHENA: HISTORICAL ORIGINS OF THE KNOWLEDGE ECONOM28-77(2002);WILLIAM J.BAUMOL, THE FREEMARKET INNOVATION MACHINE:
ANALYZING THE GROWTHMIRACLE OF CAPITALISM 73-92(2002).

41 See MELMAN, supra note 2, 386.

42 patent Act, ch. 7, § 2, 1 Stat. 109-112 (179Q)deded 1793)
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no patent shall be granted thereui@ie8econdly, the specification is totally separdtedh the
claims which are precise statements in which precide¢ygatentee defines the breadth of the
exclusive rights he “claims” for worldwide marketsd industrie¥; claims play the fundamental
role to give to the public of artisans and scidate clear indication of the limits of property
rights; therefore, the specification has a merelgilary role in claims interpretatién as it is
evident from the analyses carried out by the Fed&rauit on the relationship betweahaims
and specificatiofi®, the formerparticularly pointing out and distinctly claiminché subject
matter which the applicant regards as his inveritipahile the latter being as thengle best
guide to the meaning of a disputed temuhich, in the light of the statute, inform the peo

construction of the claim itséft

The “public law” nature of specifications, and eleabent, becomes clearer when we
look at another doctrine in U.S. patent law, tieglication doctrineThis doctrine was born in
2002, when the Federal Circuén banc,decidedJohnson & Johnson Associates Inc. v. R.E.
Service Co., Iné%. The issue in that case was whether a patent fiotegrcircuit boards, which
were claimed to be made in aluminum, while the Hjgation enabled the use of different
materials, was infringed by the plaintiff, whicheascopper to produce his circuit boafdghe
Court held that the plaintiffcannot now invoke the doctrine of equivalents wecthe disclosed
but unclaimed steel substratand the result is that the defendant was hetdambave infringed
the Johnsonpatent, since the patentee, which enabled songethat did not claim, “dedicated”

the unclaimed subject matter to the public dortfain

From the analysis of the decision in this case, naay better notice how the very
structure of a patent encompasses the two “sodlgiatent law which are analyzed in this
section.Claims encompass the “property right”, they are the “&naf property rights coming
with the patent, whilspecificationspecifically encompass the “public interest”, ghublic’s side

of the bargain, what the useful arts, the publimdm, gains from the invention.

43 Seeg.qg, Universal Oil Products Co. v. Globe Oil & Ref. €822 U.S. 471, 484 (1944he quid pro quo is disclosure of a process or cevi
in sufficient detail to enable one skilled in tiréta practice the invention once the period of thenopoly has expirg¢d

44 See MELMAN, supra note 2, 459. See also Karl B. L&wolution of the Claims of U.S. Pater2§, J.PAT. OFF. SoC'y 134(1938);William
Redin WoodwardDefinitess and Particularity in Patent Claim& MICH. L. REv. 755(1948).

45 SeeSRI Int’l v. Matsushita Elec. CorpZ75 F.2d 1107 (Fed. Cir. 1985) (drawing a lineneen ‘teading claim terms in light of the
specificationandimporting limitations from the specification intoet claims’)

46 Seege.g.,Tex. Digital Sys., Inc. v. Telegenix, Lr808 F.3d 1193 (Fed. Cir. 200Phillips v. AWH Corp.415 F.3d 1303 (Fed. Cir. 2005)
4" Phillips, at 1311-2; 35 U.S.C. § 112(b).

*1d., at 1321.

4® Johnson & Johnson Assoc. Inc., v. R.E. Serv. 60.,485 F.3d 1046 (Fed. Cir. 2002).

01d., at 1048-50.

*11d., at 1055.
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The “public law” side in patent law is not limitéd theclaim-specificatiorrelationship,
encompassing a series of doctrines and exceptibihvare specific to certain field of science,
especially pharmaceutical, where the social imp&attellectual property law is more evidént
Drugs are, in fact, patentable subject matter,iandn be noted that granting a monopoly right
on a drug can put in jeopardy the access to thg finua vast share of the world’s population,

especially in developing countries, and therefane ltave an overall negative social efféct

Without analyzing the issue in further detail, &shto be noticed, for the purpose of this
section, how public interest, in the field of phaweautical, led U.S. law to set forth a special

rules for this industry, comprising both tBelar exemption and thelatch-Waxman Act

This system of exceptions set forth by U.S. lawug®s on the role of Congress to
maximize public welfare through legislatidn the Act, passed by Congress a year later
superseded the historicBblar decision®, established an “experimental use” exception,eds s
forth today in 8§ 271(e)(1) of the Patent Act, stgtthat the infringement shall not be found
when the patented subject matter is made, used, soloffered for sale solely for uses
reasonably related to the development and subnmissdiinformation under a Federal law which
regulates the manufacture, use, or sale of drugseaterinary biological products’’. On the
other hand, the Act gives to patentees an extensipatent term in case of products subject to a

regulatory review before its commercial marketimgise®.

As a conclusion, the struggle between the two ‘Soaf patent law, the one being the
property rights given by the patent, the other ¢peire public interest exceptions to the granting
of a statutory monopoly, and the role of patent lavihe progress of useful arts, ends with a
substantial prevalence of the latter perspectivecah be said that U.S. Congress has well
implemented the granting of power which U.S. FoongdFathers thought to give it in the
Constitution; a developed patent system which tfosters and encourages thierégress of

Science and Useful Afts

52 See MELMAN, supranote 2, at 905.

3 Seeg.q.,Brittany Whobrey, International Patent Law and Ralblealth: Analyzing TRIPS’ Effect on Access toffaceutical in Developing
Countries 45 BRANDEISL.J.623(2007)

54 SeeRoche Prods., Inc. v. Bolar Pharm. Co., If&3 F.2d 858 (Fed. Cir. 1984) (for tBelar exemption); Drug Price Competition and Patent
Term Restoration Act of 1984, Pub.L. No. 84-417 S2&t. 1585 (1984) (commonly known as Hegch-Waxman Ayt

5 Roche Prods., Incat 865.

%6 SeeWarner-Lambert Co. V. Apotex Corp16 F.3d 1348 (Fed. Cir. 2003). However, the exoaps still today referred to by law scholars and
practitioners as theBolar exceptiofy from the name of the landmark case in whichasvintroduced.

735 U.S.C. § 271(e)(1). Most patent systems inxthidd have a rule similar tBolar.

% See 35 U.S.C. § 156(a)(4)
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1.2.PATENT PROSECUTIONPROCEDURE

Patents, as stated at the beginning of this sequoting U.S. case law, argdvernment-
granted monopoliés assigned by the Government to an individual vehasvention is new,
useful, and non-obvious, in order to incentivize ttevelopment of Useful Arts, and, on the
other hand, to expand the public domain by enalmthgr skilled artisans to build and practice

the patented invention.

Nothing in patent law is therefore more importéhédn having a strong system of
prosecution of patent applicationsg. an administrative proceeding which has to vertig t
statutory requirements of the inventions for whicpatent application is filed, and to examine
the patent application in light of the prior ari.the U.S., the power to grant a patent is assigned
by the Congress to the U.S. Patent and TrademditeGhereinafter, the PT®) established as
a branch of the U.S. Department of Commerce in 1836

During such a long and venerable history, the PA&3 established an elaborate
administrative praxis, which is set forth both legéral regulatiorf§ and by a PTO-promulgated
manual, the MPEP (Manual for Patent Examining Rtaoef*, which does not bind Courts, but
is heavily relied upon by patent examiners, andetioee gives detailed rules on which the

general public of inventors and patent attorneysrofely upoff.

1.2.1. Phases of the prosecution procedure befadtS.P.T.O.

In the U.S. patent system, any inventor is freeptosecute its own applicatioh

however, as a matter of fact, the vast majorityosieoto seek the assistance of a patent attorney,

%9 See MELMAN, supranote 2, at 530. The PTO, based in Alexandria, An Agency of the U.S. Department of Commerceated in 1836,
when a reform of Patent Act by Congress restoregikamination system for patents; when the firse®afct was passed by Congress, a three-
member board (led by Thomas Jefferson) was autttbtz determine whether the applications satigfiedequirements for patentability. This
system was held to be too onerous, and changetbd it favor of a registration scheme. Observireg such scheme encouraged duplicative
and fraudulent patents, Congress reintroduced eaion in 1836, instituting the PTO within the Depaent of Commerce. Today the PTO
features more than 6,000 of patent examiners,fedumber is in expansion. Seép://www.uspto.gov/

€ Rules of Practice in Patent Cases, 37 C.F.R. B&hdff.

1 MANUAL OF PATENT EXAMINING PROCEDURE available online atttp://www.uspto.gov/web/offices/pac/mpep/index.hfnereinafter MPEP].

* See MELMAN, supranote 2, at 531.

837 C.F.R. § 1.41; MPEP § 605.
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which acts as a professional representative, makipgeliminary research on prior art and on

whether a patent application is likely to succeedaf”.

The procedure starts with an application, filedty inventor, and formally addressed to
the Director of the PT®; § 111 offers the applicant two choices: to filpravisional or a non-
provisional application. As per provisional apptioas, they present simplified requirements,
noticeably they do not include claims, but theyrmseexamined by the PTO until the application
is later perfected with the subsequent filing @firtls; the complete application will benefit of the
prior filing daté®.

Once the non-provisional application is filed,tbe provisional application is complete
with the filing of claims, § 131 authorizes the &itor to order the examination, by forwarding
the application to an examining group, and from gheup to a single patent examiner, which
considers applications in the order of their filidgté’. The examiner, after a prior art research,
may reject the whole patent or some of the clainth an Office Action, by identifying the
individual claims, and indicating whether they hdnesn rejected or allowed, and offers for each
of the rejected claims the examiner's reasoninge Dffice Action provides a period for
response by the applicdht

Usually, the patent attorney replies while challeg the rejection or, alternatively,
amending the claims; arguments which challengePth@® officer's reasoning are often called
“traversé in examiners’ jargoff. After the filing of said traversé, or the amendment of
claims, the patent can be finally granted by th&c®for, alternatively, the examiner may file a
Final Rejectior’.

After this final rejection, there are some adntmaisve appeals the applicant may go
through which do not involve judicial review; thppdicant may file a €ontinuing applicatioh
including the same disclosure as in the reject@diagiion, continuing to enjoy the benefit of the

prior filing daté’. Other scenarios include adntinuation-in-part, involving new subject

5 See MELMAN, supranote 2, at 531.

%35U.S.C. § 111.

35U.S.C. § 111(a).

6735 U.S.C. § 131.

%35 U.S.C. § 132; MPEP § 706; 37 C.F.R. § 1.104.
9 See MELMAN, supranote 2, at 533.

°See MPEP § 706.

"35U.S.C. § 120; MPEP § 201.07
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matter, which comes with a new filing d&teand a tlivisional applicatiofi, restricting the
claims to only one of the multiple inventions claith in order to boost the chance to having a

patent issued.

Moreover, the applicant may simply file eejuest for continued examinatiprwhich
allows the applicant to have an additional revidvarm amendment by the same examiner with a

minimum amount of money and paperwdrk

As per the publicity of patent application fileal the PTO, the U.S. patent system has
historically maintained silence and secret on pemddatent applications, and patents were
published only on the date that they isSdeihis principle changed completely in 1999, with
the filing of the American Inventors Protection Aethich, aligning U.S. practice with global
norms, now requires the PTO to publish pendingrpaapplication after 18 months from the
earliest filing date they are entitled’to The Act, however, introduced an exception to the
general rule of publication after 18 months, fag #pplication where the inventor represents that

he will not seek patent protection abrbad

The principle of secrecy for pending patent aggtian, together with the pre-1995 rule
on date of issuance as starting date for patent, tleed to some abusive conducts, such as the
“submarine patent$®, i.e. applications with broad claims, then resgitiin a complex
prosecution procedure, and, when someday anotlientor, in good faith, files an application
for an invention encompassed in such broad claiihgsfirst inventor surfaces his “submarine”,
seeking royalties, and filing a lawsuit for pateritingement®. Submarine patentspgether with
other cases of abuse, igatent trolls will be analyzed in the following chapter amoniyey

cases of abuse of patent system.

2 MPEP § 201.08 (often referred to as “CIP"); theCPfioted that the terms “continuation” and “contitiora in part” are merely used for
administrative convenience. MPEP § 201.11.

3 See 35 U.S.C. § 121; MPEP § 201.06. The effectttis web of divisional and continuing applicatioray create is well explained by the
strategy of abuse of patent system which goesépdme of Submarine patentssee Chapter II.

"4 See 35 U.S.C. § 132(b) (introduced by Congreds tivit 1999 American Inventors Protection Act).

> See MELMAN, supranote 2, at 538-9.

®See 35 U.S.C. § 122(h).

"1d.; see AELMAN, supranote 2, at 540.

8 See Steve Blount & Louis Zarfahe use of delaying tactics to obtain submariatepts and amend around a patent that a competisr
designed around31J.MT. & TRADEMARK OFF. SOC'Y 11(1999)

1d., at 13.
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1.2.2. Possible outcomes in patent prosecutiogeliton

Under U.S. law, there are various mechanisms foumsuccessful petitioner to seek

relief and judicial review for U.S. PTO decisionglaesolutions.

First of all, decisions of the patent examineedily related to the rejection of claims are
subject to appe¥l These issues, as ruled by the Court of CustomisPatent Appeals im re
Searlescase, typically deal with the merits of the invent involve factual determinations
regarding the relationship between claims and the prt; however, examiner’s rulings dealing

with procedural matters are reviewable under petjtfiled to the Director of the Agenty

Prior to 1984, the PTO housed a double systemoairds of Appeals,e. the Board of
Appeals and the Board of Interferences, which water merged into the Board of Patent
Appeals and Interferences, which ordinarily sitspignels of three PTO experienced patent

examiners, referred to as “Administrative Pateips®?.

As a matter of major clarity and completion,iaterferenceis a peculiar mechanism of
judicial review of patents, which may occur betwgah two pending application, or (b) a
pending application and a validly issued, and nguired, U.S. patefit. An interference
procedure may staex officio, when a patent examiner declares an interferertee having
known of two conflicting applications, without aagtivity by the applicant, or an applicant may
start an interference procedure before the BT the unlikely case that neither Patent Office
nor the applicants become aware of an interferetheePatent Act sets forth a specific norm, §
291, which provides owners of interfering patentshance to seek their respective rights to be

determined by a federal district courts, followthe filing of a civil suif®.

Major interference cases were related to one efltbst-known inventions of the XX
century, the LASER, which raised a number of cased.S. federal courts during the 1960s,
mainly linked to Mr.Gordon Gould(1920-2005), the alleged inventor of laser, whinbwever,

8n re Searles422 F.2d 431, 435 (C.C.P.A. 1970)

8 |d.

8235ee 35 U.S.C. § 6.

8 See 35 U.S.C § 102(g) and § 13®EAMAN, supranote 2, at 233-4.
8 |d.

% See 35 U.S.C. § 291.
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was found to have been anticipated by other inventn one of the fiercest “patent battles” of
the last centur¥).

Back to mechanisms of judicial review of U.S. Pdi€xisions, something has to be said
on the status of “Administrative Patent Judges’ercthough they serve an essential function,
they are nothing but examiner-employees of the Par@, the ultimate authority regarding the
granting of patents lies with the DirectbrAs the Federal Circuit helén banc,n Appalat,the
Board operates subject to the Director's overalimadte authority and responsibifity
Therefore, the steps following a Board’'s decisiom jadicial review to be granted by the filing
of a civil action before the U.S. District Courtr fthe Eastern District of Virginia against the
Agency Directo?®, or a direct administrative law appeal to the WC8urt of Appeals for the
Federal Circuf’. The right to seek civil damages to the U.S. PTigedor is waived by the
filing of the Section 141 direct appehlln any case, an appeal against the judgmenteof th
District Court in the civil damages action has ®lyought to the Federal Circuit, which if the

final forum for the patent judicial review underyagircumstanc¥.

A broader set of mechanisms for appeal of P.Tdgisibns is set forth for unsuccessful
petitioners which do not choose to go through tlmiaistrative appeal before the Board of
Patent Appeals and Interferences, including (a)judecial review of administrative acts under
the Administrative Procedure A&t and (b) a direct civil action against the Directd the
Agency”. Both these actions can be filed in any U.S. Ris€ourt, with the Federal Circuit as

Court of second instante

It goes without saying, however, that a decisiérthe Federal Circuit is in all cases

subject to a possible writ afertiorari before the U.S. Supreme Court. It is unusual, rfmit

% Seege.g, Gould v. Schwallow363 F.2d 908 (C.C.P.A. 1966%ould v. Quigg822 F.2d 1074 (Fed. Cir. 198Bpuld v. Control Laser Corp.
705 F.2d 1340 (Fed. Cir. 1983}y re Gould,673 F.2d 1385 (C.C.P.A. 1982) (Gould lost somerfetence cases, but still acquired numerous
patents on basic laser technology).

% n re Appalat;33 F.3d 1526, 1555 (Fed. Cir. 199¢h(®ang.

8 1d. (an U.S. Federal Court is said to ratebancwhen the judgment is delivered by a Panel compbyeall the judges of the Cougn banc
decisions have an utmost importance especiallgeriFederal Circuit practice, in particular in patemv, since they are used to draw a common
line among Circuit Judgesn banae-hearings therefore may, and usually do, overffelderal Circuit precedents, and may be overautddby
anotheren banadecision, or by the Supreme Court of the UniteteSt itself).

8935 U.S.C. § 145 (the choice of the District istalied by the seat of the P.T.O., being Alexandti),

%35U.S.C. § 141.

9135 U.S.C. § 141(a).

%235 U.S.C. § 145.

%5 U.S.C. §§ 701-706 (however, actions under thA féd to be judged according to the Chevron doefiie. deference to the Agency
interpretation of facts, and therefore they areensarccessfully brought when the decision is inabraie a matter of lawjeeChevron, USA v.
NRDC,467 U.S. 837 (1984) (setting forth the so-call¥tbvrondoctrine).

% See28 U.S.C. § 1338(a).

% SeeADELMAN, supranote 2, at 538.
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impossible, that some cases involving U.S. PTOsileti actually arrive before the Justices’

bench, especially when involving delicate issuggrging patent eligibilityf.

% Seee.g.Diamond v. Chakrabarthyt47 U.S. 303 (1980) (involving patent eligibilfyr artificially-created forms of life)Diamond v. Diehr
450 U.S. 175 (1981) (involving patent eligibilityrfthe first computer-related inventions); and memeently Bilski v. Kappos130 S.Ct. 3218
(2010) (involving patent eligibility for businessethods).
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2. PATENT SYSTEM IN EUROPE

2.1.THE ABSENCE OF ANEU PATENT LAW

The most notable difference between U.S. and E€npdaw is the absence, at least by
now, of an unitary patent protection system in Bueopean Union; in fact, when the Treaty of
Rome was first drafted in 1957, no provision wasfeeh in order to unify intellectual property
law and IP rights protection in the newborn Comrunin the original text of the Treaty, the
only reference toihdustrial and commercial propertys made in Article 36, which sets forth
that ‘provisions of Articles 30 to 34i.e. free movement of goods$hall not preclude
prohibitions or restrictions (...) justified on grods of (...) the protection of commercial and
industrial property®”.

The subsequent application of the rules of cortipetiaw set forth by the Treaty, and
the general clause embodied in the wording of Aati®6 itself®, let the European Court of
Justice (ECJ) strike down certain anti-competiteaducts, carried out by EC undertakings by
using their IP rights in a way which was capablehinder the realization of the common

market®.

However, at the dawn of the new millennium, sudgen system lacking an unified
patent appeared obsolete, in an interconnectedworvhich innovation and technology started
to become more and more important; the comparisitin the U.S. and with Japan, the two
innovation-leader countries, cast dark shadowsef¢al status of the Community in innovation
technology; following an investigation, the Comnossnoticed that a system in which patent
protection was left to the single Member States had deleterious effects for European
inventors on the long run; in fact, EU lagged bdhiyS and Japan in term of patent activity at
the dawn of the 2066

” Treaty establishing the European Economic Commukiar. 25, 1957, 298 U.N.T.S. 3, art. 36 (as feetf1957) [hereinafter, EEC Treaty].
%j.e. “such restrictionshall not, however, constitute a means of arbitdisgrimination or a disguised restriction on trbeééwveen Member
States”, definedé¢mergency brake clausm O.C. BrandelMisuse under Community law and exercise of indaigtrioperty rights (Art. 36 EEC
Treaty) INT'L REV. OFINTELL. PROP. AND COMPETITION L. 309, 313 (1981).

9 See, generally, Vito Manginil concetto di abuso di brevetto nelle esperiemael-americana ed europea [The concept of abugateit in
North-American and European experiencé$}jVISTA DI DIRITTO INDUSTRIALE [RIV. DIR. IND.] 255, 298 andf. (1986).

100 seeCommunication to the European Parliament and thar@d — Enhancing the patent system in Eurd@p®M (2007) 165, 2 (Apr. 4, 2007)
(underlining that EU had the lowest patents/pojatatio if compared to U.S. and Japan; it hdsemoticed, for sake of completeness, that it
does not mean that EU issued less patents thaa tivesountries, since Europe has a combined ptpulaf 503 million (source: Eurostat),
compared to the 315 million of the U.S. (sourcéic@fl population clock, U.S. census) and the 12lfion of Japan (source: Japan census
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The main cause of this lagging have been fountheyCommission in the absence of a
common system of patent protection at an EU lewdlich raised the differences among
countries as per incentives to innovatfnEU countries were grouped by the Commission in

four clusters as per their respective Summary Iatiox Index scoré®
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As showed by this table (reference is made to 6@6), attached to the Communication

of the EU Commission, European countries may besiflad® in:

official estimate); the ratio underlines, howebat among Member States there may be inequaditiger their role in innovation and technical
research).

011d, at 2-5.

1921d. at 20-21 (for tables and references).

9% |_uxembourg, Norway and Turkey do not fall in afifese clusters; Cyprus and Norway are not consitia “fifth cluster” by the
Commission, since (a) Cyprus is the smallest ecgniariurope, (b) Romania started from extremely levels of innovation, therefore a rapid
growth is physiologic, the Commission points out.
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(@) a small cluster ofnnovation leaders,mainly Scandinavian countries (Sweden,
Finland and Denmark) and Germany, being togeth#én ®witzerland and Japan among the

leaders in world’s innovation;

(b) a second cluster offdllowers, including large EU economies, such as UK and

France, and including the U.S. too;

(c) a third, broader, cluster otdtching-up countries, including most of the Eastern
countries which entered the Union in 2005, amongwRyprus and Romania recorded the best

performances;

(d) a fourth cluster of trailing countries, incladi Spain and Italy, which recorded low
scores on the field of innovation; in the Commia&analysis, among the causes of this trailing
there are the high costs of patent protection iroge, and also the alleged lack of “good patent
advice”, mainly for SMES*.

Following the Commission’s communication, which agened the debate in the
Community on common systems of patent protectitwe, Treaty of Lisbon introduced an
extremely important innovation, set forth in Arécl18 of the Treaty on the Functioning of the
European Union (TfEU): this provision, revolutiopdor EU intellectual property law, granted
the power for the Union to:eStablish measures for the creation of Europeaellgdtual
property rights to provide uniform protection oftetlectual property rights throughout the
Union” and “set up centralized Union-wide authorization, cooetion and supervision

arrangements'%,

Following the inception of this provision, the fer political debate on the creation of a
Union-wide patent protection system seemed finallijtave come to an happy ending; the steps
and the future perspective of this long road touaified patent protection system will be

analyzed in detail in the next subsections.

1%41d,, at 13.
195 Consolidated Version of the Treaty on the Funatigof the European Union, art. 118.1, May 9, 2088 0.J(C 115)47 [hereinafter
TfEU].
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2.1. The lack of a Treaty granting of power

As above recalled, the original text of the TreatyRome did not set forth any specific
provision as per IP rights protection in the EU;rengenerally, the protection of national IP
rights was considered by the Founding Fathers efEhropean Economic Community as a
“positive value” to protect, while at the same timagticing that the Court of Justice is capable
to modify national law by limiting those powers @iunder national law, the holders of the
right could legitimately exercid&®. The exception forihdustrial and commercial property
furthermore, echoes a more general neutrality o B with respect tothe system of property

ownership®?’.

The general exception from the application of Edw lin the context of national
intellectual property right embodies an exceptionttie exception, as in the last sentence of
Article 36, in its original text, which sets forthat such restrictionsshall not constitute a means

of arbitrary discrimination or a disguised restrich on trade between Member St&té%

However, EC lawmakers started, since the inceptibthe Community, to stress the
importance of an harmonized protection of IP rightthe common mark&t: without a Treaty
granting of power, however, the only way to setaugommunity-wide IP law was found to be
the special procedure set forth by Article 235e{laB08) of the EEC Treaty, which goes by the

name of flexibility clausé*.

Under this procedure, if an action by the EEBGduld prove necessary to attain (...) one
of the objectives of the Communitgid the Treatyhas not provided the necessary powetrs®
Council shall take the appropriate measufgscting “unanimously on a proposal from the

Commission and after consulting the European Paréat ',

The legal basis to ground in EC law some Communitle intellectual property rights,

therefore, has been found in the “flexibility claliswhich has been used, for instance, in:

1% See Giorgio Floridid,a proprieta industriale nel mercato comune [IndistProperty in the Common Markeih TRATTATO DI DIRITTO
COMMERCIALE E DIRITTO PUBBLICO DELL'ECONOMIA [TREATISE ONBUSINESSLAW AND PuBLIC ECONOMY LAw] 393 (Francesco Galgano ed.
1982)

17 See EEC Treaty, art. 222. This provision echodiigao debates occurring in Europe in the 1950stmnrole of private property, recalling the
“clash of cultures” during the Cold War between th&. capitalism and the Soviet-led communist wdHérefore, the newborn EEC attempted
to stay in a neutral position among these extreteasing to the Member States any decision as qm@epty rights (and as per IP rights too).

8 EEC Treaty, art. 36.

09 gee, e.g., Laurent Manderiedxmore unitary European IP architectuia, THE HANDBOOK OF INTELLECTUAL PROPERTYMANAGEMENT:
DEVELOPING, MANAGING AND PROTECTING YOUR COMPANYS INTELLECTUAL PROPERTY4 (Adam Jolly & ed. 2012).

119 See, generally, BBERTOADAM & ANTONIO TIZZANO, LINEAMENTI DI DIRITTO DELL’U NIONE EUROPEA[FEATURES OFEUROPEANUNION

LAw] 30 andff. (2" ed. 2010).

U1EEC Treaty, art. 235.
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(a) the Regulation on the Community Tradenm&rkwhere the inception of an Union-
wide trademark has been justified by the princgfléfree movement of goddsnd in general

by the development of the common matket

(b) the Regulation setting forth common rules Fodustrial Desigh®, in which the
Council noted that the differences among natiorglslations on design protection (with the
exception of Benelux, in which uniform industriasign laws were in force at the tifi@was a

major concern for competition at a Community létfel

(c) the Regulation for Community-wide plant vayieights™’, which introduced certain
industrial property rights at a Community level @artain new plant varieties. This Regulation,
however, with respect to patents on new plant tiegeprohibits cumulative protectitfi since

any variety which is subject to the Community pleght shall not be granted any patéht

The case sub (c) is the one which is most sindlar patent protection system; however,
the Regulation on Plant Varieties merely focusesaootherspeciesof IP right, the so-called
“Community plant variety right which is granted without prejudice on nationateillectual
property right§®, although the rights granted to the “breeder” exremely close to the rights
granted to an “inventor” under patent f&w Patent scholars, both in the U.S. and in Europe,
have tried to draw a line between patent rights @ladt variety rights, often arguing that plant
patents refer to asexual reproduction, while plamiety rights refer to varieties bred with sexual
reproductio??. However, the Regulation on Plant Variety Righgmain the closest attempt to
reach an unified system of patent protection, whiael been locked for years, mainly due to

disagreements and vetoes on applicable languages.

The most important EU regulation directly conceghpatent law is, without any doubt,

the Regulation concerning the issuing of a Supptearg Protection Certificate for medicinal

12 Council Regulation 40/94, 1994 O(11.11) 1.

1131d., whereas no. 8.

114 Council Regulation 6/2002, 2002 0O.J. (L 3) 1.

1151d., whereas no. 2.

118 d., whereas no. 3.

117 Council Regulation 2100/94, 1994 O.J. (L 227) 1.

Y181d., art. 92.1.

119 However, the ban on patenting new plant varigsieserely established to the extent the EuropetenP&onvention and the International
Convention for the Protection of New Varietes adrR$ set forth rules of patent eligibility for nearieties,.e. varieties as such. See Council
Regulation 2100/94, whereas no. 29, 1994 O.J. {t) 22

120 Council Regulation 2100/94, art. 3, 1994 O.J. 2Z 4.

121 See Council Regulation 2100/94, art. 13.2, 1994 (0.227) 8.

122 g5ee, e.g., BELMAN, supranote 2, at 25-26; BAHAM DUTFIELD, INTELLECTUAL PROPERTYRIGHTS, TRADE AND BIODIVERSITY: SEEDS AND
PLANT VARIETIES 50 (2000).
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product$?® this Regulation, however, was not issued purstmrhe flexibility clause, but the
legal basis was found by the Commission in anofingcle of the EEC Treatyi,e. Article 100a,

which allowed the Commission to adopbéasures for the approximation of the provisiond la
down by law (...) in the Member Stédtés the sake of theédstablishing and functioning of the

internal market

In the case of supplementary certificates, thieegan was found to be fulfilled, since
disparities and obstacles to common market woule heeen caused by differentiated national
laws on supplementary certificates on pharmacdupaeents®* this EU Regulation will be of
utmost interest in almost all the cases of abuspatént system which have been decided in

Europe, in particular in the leading Community casstraZenec”.

The Court of Justice has intervened, as per thdityeof the Supplementary Certificates
regulation, in order to uphold the procedure fokulby the Commissidff. The case concerned
the validity itself of the Regulation, which the igdom of Spaitf’ argued to be invalid,

bringing two main legal arguments:

(@ that the Community lacked power to act in indak property matters, as
demonstrated by the combined provisions of Arti@@snd 222 of the EEC Treaf§;

(b) that the Community lacked power to act under shmplified procedure set forth in
Article 100a, which requires simple majority, aimeittthe Regulation could be adopted only on
the basis of, alternatively, Article 235 or ArticlO0, which both require unanimity of the
Member State$®

On the first argument, Spain referred in its argutsi¢o the distinction, drawn by the

ECJ, between thexistenceand theexerciseof IP rights®, deducing that the Community is

123 Council Regulation 1768/92, 1992 (L 182) 1.

1241d., whereas no. 5. Supplementary Certificatesyitibe explained in the following Chapter by ayzihg the arguments of the European
Court inAstraZenecaare administrative certificates implementing alfertperiod of protection for pharmaceutical patentsch finds its
rationalein “fixing” the patent term due to the period, rémggfrom patent application to the authorizationrtarket the new drug, in which the
inventor cannot exploit its patent rights.

125 Case T-321/0%AstraZeneca AB v. Comm}2010]E.C.R. 11-2830.

126 Case C-350/9XKingdom of Spain v. Coungil996] E.C.R. 1-1985.

127 Spain has historically been the country whichetbgr with Italy, has opposed the process for ai@onity-wide patent, locking the adoption
of Article 235 procedures in the field of paterwldn this specific case, Spain was supported Be6e, while on the side of the EU Council
stood the EU Commission and France.

28E C.R. 1-2008.

129E C.R. 1-2012 (art. 100 EEC Treaty is relatedapgroximation of national lawswhich required unanimity among the Member States
130 case C-350/9XKingdom of Spain v. Coungcipinion of Advocate General Mr. Jacdi996] E.C.R. |-1990; Case C-78/Meutsche
Grammophon v. Metrfl971] E.C.R. 487, 499-500ttfe exercis¢of IP rightsmay nevertheless fall within the prohibitions ldiolwn by the
Treaty).
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merely competent to harmonize aspects relatedet@xiercise of individual property rights, and
not to modify substantive patent law as the chgkehregulation, which is said to be grédve
infringement of the sovereignty of the Member State However, the Council's argument,
which the Advocate General upheld in its opinigpased on a granitic ECJ case-law, which
holds that “[Article 36]is not designed to reserve certain matters to #twdusive jurisdiction of
Member States but permits national laws to derodeien the principle of free movement of
goods to the extent to which such derogation is@rdinues to be justified for the attainment of
the objectives referred to in that artitté’. Spain’s argument on this point were therefore

rebutted by the Court, which upheld the opinio\dfocate General Jacdf$

On the second point.e. on the lack of power to adopt the contested Reigumlainder
Article 100a of EEC Treaty, the Spanish argumers besed on the fact that the Regulation did
not contribute to the achievement of the objectisessforth in Article 7a of the EEC Treaty,
which is a criterion to found a legal act of then@ounity under the Article 100a procedtife
The Commission rebutted the Spanish argument, vploileting out that, in order to achieve the
objectives of Article 75> harmonizing measures are necessary to deal vgffatties among
national laws in areas in which such disparities Bable to create or maintain distorted
conditions of competitioi®. The Advocate General and, in turn, the Court,elplthis article,
while pointing out in arobiter that, physiologically, the road to a common maigdtlled with
compromises and interests that the Council shk# tato consideration: in the specific case,

interests of consumers and of generic drug indirstme not been disregard@d

However, the most complete analysis of the EC céemoy to establish rules concerning
IP rights has been set out by the ECJ, which wheadcen 1994 to issue an Opinion, pursuant to
Article 228(6) of the Treafy® on the signature, by the European CommunityhefMarrakesh
Agreement establishing the World Trade Organization

131E.C.R. I-1991 (citing, among others, Case C-300@0nm’n v. United Kingdof1992] E.C.R. I-829).

132 5ee E.C.R. I-1993; Case 35/Bmmenthal v. Italian Minister of Finan§e976] E.C.R. 1871; Case 5/7edeschi v. DenkaVit977] E.C.R.
1555; Case 153/7&omm’'n v. Germanjl979] E.C.R. 2555.

18 E C.R. 1-2012.

1% E.C.R. 1-1998.

135i e. the aim ofprogressively establishing the internal markeEC Treaty, art. 7a.

%6 E C.R. 1-2000; see Case C-300/8@mm’n v. Council1991] E.C.R. I-2867.

3TE C.R. 1-2015.

138 EEC Treaty, art. 228(8) (setting forth that thénam of the Court may be sought on issues conogrttie division between the Community
and the Member States of the competence to conelgileen agreement with non-Member States).

13 Marrakesh Agreement Establishing the World TradgaBization, Apr. 15, 1994, 1867 U.N.T.S. 154.
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It is of particular interest the part of the Opimicelated to the TRIPs Agreement on
Intellectual Property, since the Commission poiotg that the Community argues to have
“internal competencedo sign the Treaty, competence which stefinerti the existing secondary
legislation in respect to intellectual propet§”. Among the Member States, Germany and Spain
in particular submitted observation as per the catence to sign the TRIPs, concluding that the
Treaty should have been signed as a mixed agreesieoé not all the aspects of IP law are
covered by Community rul&8. The ECJ, however, upheld the arguments of therfission in
its Opinion, pointing out that intellectual propeprotection being essential for the enactment of
a common market, the Community had the competemcysign the TRIPs agreement,

competency which stem from Article 1662

The Court upheld, in dictumthat will be later echoed by the same Court inSpain v.
EU Councilcase analyzed before, that the Community was ctanpen the field of intellectual

property, to:

(a) harmonize national laws, pursuant to Articl€® lnd 100a, with majority vote in
case the measure is directed to achieve the olgectiimplementation of the common market,
as to satisfy the test for the Article 100a procetfd

(b) create new rights superimposed on nationaltgjghursuant to Article 235, with
unanimity of Member States, as in the case of Cib&egulation no. 40/94 on the Community

Trademark, which is a different, EU-wide right, fryno effect on national IP righfé.

This principle was later explicitly confirmed ingldeal Standarctase, which, however,
deals with trademark®. The issue before the Court was whether there amasbligation on
Member States to enact a particular rule which dduhve precluded the assignment of a
national trademark in respect to only part of tr@m@unity, rule which went straightly to the
substance of the righf. The Court held that it is up to the Community faakers to enact a

140 Opinion pursuant to Article 228(6) of the EC Treait94, E.C.R. I-5332. In particular, Commissionni® out to (a) the not-yet-in-force
Luxembourg Agreement of 15 December 1989 relatn@dmmunity Patents, 1989 O.J. (L 401) 1; (b) teguation on Supplementary
Protection Certificates, 1992 O.J. (L 182) 1; f® tommon position adopted on the proposal oneztilie to harmonize laws of patentability
for biotech inventions, which later would have beeacted as Council Directive 98/44, 1998 O.J.18)213.

“1E.C.R. 1-5342.

12E C.R. 1-5405.

“3E C.R. 1-5405-06; see also E.C.R. 1-2012.

1441d.; See Council Regulation 40/94, whereas nétte(Community law on trademarks does not replaedrtidemark laws of Member
State¥).

145 Case C-9/93HT Internationale Heiztechnik v. Ideal-Stand4i®94] E.C.R. |-2789.

1“6 See E.C.R. |-2841.
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regulation or a directive for this specific aim,den Article 100a of the Treaty, therefore
confirming thedictumof the Court in the Opinion 1/94 on the possipitih pass EU secondary

sources of law with the simple-majority, and lesmbersome, Article 100a procedtife

In conclusion, although the original wording of tieeaty of Rome did not have a
granting of power related to IP law, the Commurétymakers found a way to circumvent the
problem, by using the flexibility clause, and trerhonization of the common market, as the two
keys to open the whole new world of Community-wilakellectual property rights; however, still
some issues remained, which may explain why thetroh@ has not been sufficient in order to
establish a Community-wide patent system other thare harmonization of certain aspects of

national patent law.

In fact, the most powerful legal instrument the @assion had to create common IP
rights,i.e. the “flexibility clause”, could be activated onlgtang with the unanimity of Member
States. This scenario gives potentially to everyrider State a power to veto, and the decades-
long road to an unitary patent protection in Europey be summarized as an history of crossed

vetoes.

2.1.2. Reasons for a stalemate: patents and languag

The most politically sensitive issue, which hasdmampossible, before the Treaty of
Lisbon, to even think about a common system ofrggisotection, was linked to something that,
in other fields of the law, may be considered intgoft, but that in patent law becomes essential:
the language in which patent applications may le& fand in which, thus, claims have to be
written**®

The ‘language issueis double-sided, and may be better appreciate#lity at the two
shores of the Atlantic: in fact, U.S. lawyers foars“patents and language” as an issue of claim
interpretation, which usually arises in literalrinfement cases, in which the difference between

victory and loss is always subtle, and often plagednothing more than a cutting edge of a

“TE.C.R. 1-2854.

148\with reference to the issue of language, as poiote in U.S. law, and mainly linked to the intefation of claims, see,g, ADELMAN,
supranote 2, at 650-652; Felix Frankfurt&pme Reflections on the Reading of Statdfe€pL.L.REv. 527, 528 (1947)Autogiro Co. of
America v. United State884 F.2d 391 (Ct.Cl. 1967). EU patent lawyerpeeglly in Italy, point out more to the politicsitle of the issue, see,
e.g.,Linda B. MoraiaRecenti sviluppi in tema di brevetto del’'Unioner@ea [Recent developments concerning EU patéin§IVISTA DI
DIRITTO INDUSTRIALE 21, 22-23 (2011); Giuseppe Sekayropean and Community Patents: the language cqures$tiaALIAN INTELL. PROP. 3
(2002).
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dictionary*®. This peculiar field of law, in which patent atteys unexpectedly find out to share
their work with linguists and philosophé&t$ may be appreciated by reading one of the most
interesting and fascinating patent law opinionsymch the Court of Claims (predecessor Court
of the Federal Circui), in anobiter which has become famous, pointed out to taaguage

issué in patent law>".

The opinion, delivered in 1967 by Judge Durfeggats a truly philosophical approach,
in line with the faw as literaturé movement which was developing at the time in kshools
all around the Nation: thevéry nature of the pateéhimakes an unambiguous claim a rare
occurrence; interpretation issues, which occur weference to statutes, are more acute than ever
in patent claims, since a claim is by definitiordescription of Something that is novel and
words do not exist to describe’:itthe patentee, therefore,s“ allowed to be his own
lexicographet*2,

Notwithstanding this, law has to find some systiétnapproach to claim interpretation,
since ‘this Alice-in-Wonderland view that something meamsitever one chooses it to mean
makes for enjoyable reading, but bad 1av.

The language issue, which is already cumbersonperagatent claims interpretation in a
system with only one language, will result to besatremely delicate issue in a legal system like
the European Union, with more than 20 official laages, and where like issues are often
debated as per interpretation of statutes, reguistand directive enacted contemporarily in 23

different languages of the Union, and all of theenalid and binding as officiar"

This philosophical issue of claims interpretatisnnot frequently debated in EU law,
which generally follows the U.S. results in term ad&im interpretation in light of objective

elements, such as enablement, or file wrapper,witktout focusing on complex issue of

149 Seege.g., North American Vaccine v. American Cyanamid TF.3d 1571, 1575-76 (Fed. Cir. 1993) (in whichrtheaning of the preposition
“a’ as meaning 6ne or moréwas the issue brought to the attention of ther€Ciouthe interpretation of a patent claimirgtérminal portion of
the polysaccharid®.

%0 See MELMAN, supranote 2, at 652.

151 SeeAutogiro Co. of America v. United Stat884 F.2d 391, 395-99 (Ct.Cl. 1967).

524, at 397.

1331d.; for the approach followed by the Federal GircseePhillips v. AWH Corp.415 F.3d 1303 (Fed. Cir. 2005).

1% Seegp.g.,Neville Brown, The linguistic regime of European Communities: spnadlems of law and languagks VAL. U.L. REv. 319

(1981); ALEXANDER CAVIEDES, THE ROLE OFLANGUAGE IN NATION-BUILDING WITHIN THE EUROPEANUNION (2003); Dinah Shelton,
Reconcilable Differences — The interpretation oftiingual treaties,20HASTINGSINT'L & CoMP. L. REV. 611 (1997).
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philosophy of language, as U.S. patent lawyersnodi@>>. However, on both the shores of the
Atlantic scholars seem to agree on the point thatinterpretation procedure cannot go beyond
the literal meaning of the claims; on this poirawever, U.S. law has come to extreme results,

refusing to redraft claims even if their literal aming is clearly nonsensic¢al.

However, the EU deadlock on patents is dictatedemuy political issues than by
philosophical consideration of the role of language patent interpretation; these issues seem
to have been resolved by the European Patent Ctoret, by admitting that the translation in
a non-official language of patent claims has measyinformative role, and that the text of the
claims in the official languages of the EuropeameRaOffice is the only authoritative text;
however, scholars seem not to focus on the issatepiizzles today most U.S. patent lawyers,

and tend to consider the “language issue” in maelitical terms>®,

The core of the political problem has been analyzg European scholars in terms of
substantial justice and possible defenses frominggment in countries in which official
languages are not the languages in which the Earopatent would be authoritative; however,

the heart of the issue is, more prosaically, gredrid politics, and in national prestige

The fact that national prestige is the core ofitiseie becomes even clearer once one has
a glance to statistical data concerning the udargfuages in the patent field: it is undisputable,
in fact, that the language universally used in pataw is English, and translations in other

languages are very rarely consutf&d

Statistics are clear: even in France, which iglii@ally jealous of its language,
strenuously trying to resist any contaminationtddy alien terms and expressions, in researches
at the Institut National de la Propriété Industriell§the national Patent Office), French

translations of patents are consulted only in 2%aset™.

135 See, generally, BSEPPESENA, L’ INTERPRETAZIONE DEL BREVETTJPATENT INTERPRETATION (1955); Mario Franzosl,'interpretazione
delle rivendicazioni [Claim interpretation®, Rv. DIR. IND. 75 (2005); Lamandinl.e rivendicazioni brevettuali come formule sacrata&n
[Patent claims as sacramental formulaB)y . DIR. IND. 381 (1997).
156 See App. Milano, 19 gennaio 2001, Riv. Dir. InB02, Il, 273 (“claim interpretation is not admidsilwhen it results in a “rewriting” of
claims themselves”); compare wihef America v. Lamb-Weston, Ir®58 F.3d 1371 (Fed. Cir. 2004) (“even a nonsensézallt does not
require the Court to redraft the claims”).
157 Convention on the Grant of European Patents @rt, Dct. 5, 1973, 1065 U.N.T.S. 199 [hereinafterdBean Patent Convention]. The patent
protection system set forth by the Convention, iniclv the three official working languages of thdi€¥ are English, French and German, is
structurally separate from the EU, will be analyrebetter detail in the following subsections.
%8 Seege.g.,Senasupranote 155, at 7-8.
*9d., at 3.
122 Commission Proposal for a Council Regulation on@wenmunity patengt 12,COM (2000) 412 final (Aug. 1, 2000).

Id.
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The Commission proposal, which was later abdffedn a Community patent, analyzed

three possible language regimes to enact, eachitwitivn cost® i.e.:

(a) first scenario: complete translation of the Wrapper in the ten working languages of
the Union, approximate cost of EUR 17,80p

(b) second scenario: complete translation of tite Wrapper in the three working
languages of the Officég. English, French and German, approximate cost of B{1RG°*

(c) third scenario, and proposed solution: fileapper to be filed in one of the three
working languages of the Office, while only theieia would be translated in the other two

working languages; this solution would cost onlpmpximately EUR 2,206°.

Therefore, the only solution which would make aordpean patent economically

competitive with its main trading partner,. U.S. and Japan, would be the cheapest®ane

Another issue, beside costs, which is pointedbguEuropean patent lawyers, is related
to the enforceability of patents issued in nonedli languages of Member States, and to the
chance that an entrepreneur, alleging ignoranad| t¢iie three official working languages, may

defend in such a way from infringem&tit

On this specific point, the position of the Economrind Social Council, in the Opinion it
issued on the Commission Proposal, is clear: thgei®f language is urgent, and it is mainly
related to a substantial lowering of patent prosenwcosts for entrepreneurs, to make EU patent
system more competitiV®. Answering the concerns of commentators on a #&iieat
“unintentional infringemefitby an entrepreneur which happens not to know @ihthe three
official languages, the Opinion of the Council {ga to possibleunintentional infringements
in case the alleged infringer could not reasondlalye known the content of the patent or gain

such knowledge without undue difficult’®$ however, since the onus of demonstrating such

162 Rectiusretired by the Commission after 12 years of stefiseussions and deadlocks, mainly on the langisage, see 2012 0.J. (C 156) 10.
183 Costs refer to translation of a single file wrapmessuming an average volume of 20 pages, withgggfor claims and 15 claims; translation
costs are estimated to be EUR 250 a day; see COM)212 final, at 9.
164 See COM (2000) 412 final, at 10. The Commissi@ppsal, and the calculation itself, consider theffidial languages of the Union in
2000; the costs would exponentially raise in a aderin which the official languages are 23, ageuily, after the 2005 and 2007 expansion (24
ilfsgve consider Croatia, entering the Union on Jifly2013).
166 :g
671d., at 11 (comparison table between EU, Japarttantl.S.; an EU patent averagely costs 5 time riam an U.S. or a Japanese patent).
%8 Seep.g.,Senasupranote 155, at 3-4.
132 Opinion of the Economic and Social Council on tleenhission Proposal for a Community pat@@)1 (C 155) 83-85.

Id., at 87.
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circumstance weighs on a third partyg. a Community Tribunal, it has been pointed out that

cases of tinintentional infringementsvould result to be mere hypotheticHls

The issue of languages, however, does not creatparable issues as per other IP rights,
such as trademarks, in which a compromise has bmemd while accepting five working
languages (English, French, German, Italian anchiShg’% in these cases the very nature of the
IP right is defined by graphical representationd drawings, not by the words of claims, which

may be interpreted and may vary depending on thgukzges in which claims are writtéh

This passage.e. the paramount importance of language in patentaglaatters, may be
the breach for opening a broader discussion omnciaierpretation, even from a philosophical
point of view; it is questionable whether, once fibgs of politics among language choice in EU
patent system will be finally dissipated, even moiescure and deeper fogs of language

philosophy will raise, as it has happened in Uaf. &lmost half a century ago.

2.1.3. Perspectives: the “patent packages”.

A fundamental innovation concerning the creatiéram Union-wide patent has finally
come with the Treaty of Lisbon, which explicitlyfees, in the Article 118 of the Consolidated

Version of the Treaty on the Functioning of the@&an Union, to a common IP rigft

Under this new granting of power, which, for treasons explained in the previous
subsections, clearly refers to the possibility teate, without going through the cumbersome

“flexibility clause” procedur€’, EU-wide patents, giving the EU a specific grainpawer.

The first paragraph of the cited Article sets tiothat the Parliament and the Council,
“acting in accordance with the ordinary legislatipeceduré, shall establish measurefof the
creation of European intellectual property rights provide uniform protection of intellectual
property rights throughout the UnidH® however, the negotiation of the Treaty of Lishiid

maintain flexibility on the fundamental point ofnlguages; fanguage arrangements for the

"1 See Senaupranote 155, at 11.

12 5eege.g.,Council Regulation 40/94, art. 115.1.

173 See, among others, Sesapranote 155, at 12-13.

4 TfEU, art. 118,

5 The flexibility procedure, in the consolidatedttekthe Treaties, is now set forth by TFEU Arti@g2.
Y8 TfEU, art. 118(1).
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European intellectual property rightshall be established by the Council, whicthall act

unanimously after consulting the European Parliatieh

In these words, there is the strong echo of alldiscussions concerning the Community
patent, started after the Commission proposal ptedeon August 1, 2066, especially on the
point of languages; while all Member States hadeedrthat a Community-wide patent
protection is essential for the European econonadythe common market, there has been a 30-

year deadlock, mainly for political reasons, ontheice of the applicable langua$€s

The discussions on the Commission proposal haea lierce on the point, and on
November 26, 2001, the Council issued a pressseléa which it was explained that, as per the
Community Patent,the Council held a long discussion on the differagpects of the draft
Community patent, in particular the language arrangents and the role of national patent
offices in relation to the European Patent Office Munich. Despite all efforts, it was not

possible to reach agreement at this Council megfitfg

Therefore, the discussions were adjourned to fulliseussions, and, almost three years
later, on March 11, 2004, the Council itself adedttn a press release that negotiation has failed
since it was impossible to pursue a political agreet mainly due to the point of applicable

language®™.

Negotiation, after some years of interruption, dhatarted again in 2008, under the
Slovenian semester of presidency of the Councien@lovenia presented an amended Proposal
in a working paper, which, on the point of languageas rather innovative, since it was
proposed to admit every applicant to file a pasglication in one of the official languages of
the Union, while at the same time choosing onehefthree working languages as the official

language of the patent prosecution, and chargdimg $ystefhof translation cost&?,

The Slovenian proposal seemed to have reachedmgpromise; it was extensively

discussed by the Council during 2008 and 289@nd, when the Treaty of Lisbon, together with

YTTIEU, art. 118(2).

178 Commission Proposal for a Council Regulation on@menmunity patenGCOM (2000) 412 final (Aug. 1, 2000).

179 See, generally, Sersypranote 200.

180 press Release No. 14400/01 on the 2388uncil Session on Internal Market — Consumerswim (Nov. 26, 2001).

181 See Press Release No. 6648/04 on the"2680incil Session on Internal Market — Consumersurism (Mar. 11, 2004).

82 5ee Council Document no. 9465/08, art. 24a, M8/ 23, 2008).

183 For a summary of the discussion arisen on theeBiaw proposal, see, generally, Joint Cases C-2%#1d C-295/11Qpinion of Advocate
General Yves Boparagraphs 120-126, not yet published in E.C.Rc(&, 2012); Council Decision 2011/167/EU, 2017 @) 53.
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the new granting of power under Article 118(2), @Bemmission presented a Proposal on
translation arrangements for an Union-wide pafénsetting forth an arrangement in which the
three-working languages system in force was comfitnadding a proposed provision to require
patentees to provide, when requested by the né&geskia legal proceeding, an official

translation in the official language of the MemB¢ate in which the proceeding takes ptite

The Reform of EU patent law, in the Commissionfang, had to constitute a “patent
package”, which comprised the creation, with aenmational agreement between the Union, the
Member States and the non-EU Member States of B@, Bn an unified patent Court, with

competency to decide on validity and infringemetrfueure Union-wide patent&,

The ECJ, pursuant to Article 218 of the TfE() was called by the Council of the
European Union to express a binding opinion onalleged inconsistency of the Project for an
Unified Patent Court with the Founding Treatf&s

After unanimity could not be found among the Coummembers on this “patent
package” (dissenters were Spain and It&fy)and the Court ruled on the inconsistency of the
First Unified Patent Court Agreement as proposethbyCouncil on March 8, 2011 for its broad
jurisdiction to interpret and apply EU law outsitie EU system itséft’, the Commission had to

find a new way to deal with the unitary patent aashwim.
This “second patent package” consisted in a peooexle up of essentially three steps:

(a) a Decision of the Council allowing 25 Memberg of 27 (therefore excluding the
dissenters Spain and Italy) to use enhanced cadoperas a basis for the “second patent
package®®®: this Decision was appealed by Spain and ltaly, tee basis that enhanced
cooperation is aextrema ratioprocedure, and its use was invalid in that casegesinter alia,

the Decision was enacted only to exclude two disserpuntrie§”> The Court, upholding the

184 SeeCommission Proposal for a Council Regulation in titamslation arrangements for the European Uniomep4 COM (2010) 350 final
(June 30, 2010).

1851d., art. 4(1) and 4(2), at 11.

18 See Council Document no. 7928/09 (Mar. 23, 2009).

187 TfEU art. 218(11)“A Member State, the European Parliament, the Cdwrahe Commission may obtain the opinion of @murt of Justice
as to whether an agreement envisaged is compatititethe Treaties. Where the opinion of the Comigtdverse, the agreement envisaged may
not enter into force unless it is amended or theglies are reviset.

18 See Opinion pursuant to Article 218 par. 11 TfEJ 109, E.C.R. 2011 1-01137.

189 See Press Release no. 16041/10 on extraordinanyo&ession on Competitiveness (Nov. 10, 2010).

10 Opinion 1/09, paragraph 89.

191 Council Decision 2011/167/EU, 2011 (L 76) 53.

192 5ee Joint Cases C-274/Kihgdom of Spain v. Counaihd C-295/1Republic of Italy v. Councihot yet published in the E.C.R. (Apr. 16,
2013).
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conclusions of Advocate General Yves Bot, ruledApnil 16, 2013, that the Decision to use the
enhanced cooperation procedure was valid, singe thas no chance to arrive to a solution of

the language deadlock in a reasonable’fifne

(b) a couple of Council Regulatioh§ issued pursuant to the Decision for enhanced
cooperation by 25 Member States, excluding Spach Iy, dealing with the inception of an

“European Patent with unitary effétt>

(c) an international agreement establishing thadvypiPatent Court, which could win the
critical points raised by the Court in its Opinion the first patent packaljé& the Court is now
deemed to be a part of the Contracting States! Bgdem, and, as such, (i) it has to respect the

primacy of EU law®’, (ii) it may file requests for preliminary rulings the EC¥2

The UPC Agreement was signed by 25 countries, atified, at the moment, by nofié
The Agreement will enter in force on Januatyfdlowing the date in which it will be ratified by
the 13" Member State, including the three States in whieh Court will seatj.e. Germany,
France and the United Kingdéffi

Notably, two countries are in peculiar positionspas this Agreement: (a) the Republic
of Poland, which did not sign the Agreement, butipipates in the enhanced cooperation(b)
the Republic of Italy, which, after having beenissdnter for decades, at the last moment has
decided to sign the UPC Agreent@ht Focusing on Italy, that would mean that its legystem
will realistically lie in a legal limbo when the WPTreaty will enter in force, since the UPC will
be called to apply national patent law, while itnist clear which value will European patents
have in the Italian legal system, since the Remrat issued pursuant to the enhanced

cooperation will not have legal effect in Italy.

193 |d

194 Council Regulation no. 1257/2012, 2012 (L 36191 {he European Patent, pursuant to Article 118{E)); Council Regulation no.
1260/2012, 2012 (L 361) 89 (on translation arrargemnfor the European patent).

19 See Council Regulation no. 1257/2012, art. 3.

19 Agreement for an Unified Patent Court, availalle a

http://documents.epo.org/projects/babylon/eponi@isl 080B83447CBIDDC1257B36005AAAB8/$File/upc_agment en.pdfsigned Feb.
19, 2013) [hereinafter UPC Agreement]

197 UPC Agreement art. 20.

198 ypPC Agreement art. 21.

199 Unitary Patent — Ratification process, availahlettp://ec.europa.eu/internal_market/indprop/patetification/index_en.htnflast visited on
May 12, 2013).

20ypC Agreement, art. 89.

201 Seesupranote 251.

202 Id.
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Hopefully, before the ratification of the UPC Agmeent, Italy will abandon its dissenting

position and adhere completely to the Europeanpetent regime.

2.2. THE EPC, AN EXTRA-EU PATENT SYSTEM

In the years when political vetoes and deadlockygnted the inception of an unified,
EU-wide patent system, a parallel solution has beand outside the EU framework; the two
main issues to address for European States welgoya)o create an unitary system of patent
granting, while at the same time maintaining natlopatent laws, (b) how to make third

countriesj.e.important non-EU Members, enter the new systermdbtm patent protection.

A first agreement was found, and enshrined inl®&3 Convention on the Unification of
Certain Points of Substantive Law on Patents foremtions, the so-calledStrasbourg
Conventiofi, among the Member States of the Council of EufSpehe finding of such a
political agreement for harmonization of nationatent laws founded the base for further
harmonization, and mainly for the independent stmecand system arising from the European
Patent Conventidfi*

On an international level, the basis for harmaimzraof patent protection all around the
world, is, without any doubt, the 1883 Paris Cortiem which, however, sets forth a special
rule, under which party State reserved the riglmadke ‘Special agreements for the protection of
intellectual property, insofar as they do not contravene the provisions the Paris

Convention] ?>> only in Europe, two patent cooperation treatiesia force to date:

(a) the Patent Co-Operation Treaty, signed in \igsbn, D.C., in 1970, and amended
several times (last modified on October 3, 2001hictv sets forth that the filing of an
international application consistent with the PCa@gRlation has thesame effect as a national
application filed in each of the Designated Statesd having the same filing date of the
h206;

international applicatio the applicant may designate a series of contrgitates, but the

prosecution will be carried out according to natiolaw in the country the applicant filed the

203 convention of Harmonization of Certain Aspectsudfs$antive Law on Patents on Inventicagilable at
http://conventions.coe.int/treaty/EN/treaties/h@al7.htm(signed Nov. 27, 1963) [hereinafter, Strasbourgv@ation]; Council of Europe in
1963 counted seventeen Member States, includitey, alia, Italy, France, Germany, UK, Switzerland, Norwayd &me Benelux.

204 On the relationship between the Strasbourg Coiareand the EPC, see Christopher WadlBwasbourg, the forgotten Patent Convention
and the origins of the European Patent Jurisdict®iNT’ L INTELL. PROP. 123 (2010).

205 paris Convention, art. 19 (which has not been aesignificantly since 1883).

206 patent Cooperation Treaty, Jun. 19, 1970, lastifiaddbn Oct. 3, 2001, art. 3, 1160 U.N.T.S. 23@rfinafter PCT].
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international application pursuant to the B&TMoreover, the PCT sets forth that, in case of
“regional patent treatié¢s application filed in the regional patent systemay adhere to the
scheme of the PG{® Currently, the Treaty has 147 contracting Statesuding most of the
world’s leading economic powers, and with few exmep the most relevant of which are

Argentina, Pakistan, Iran and Taivé3h

(b) the European Patent Convention, which is ladtspecial agreemehunder the 1883

Paris Convention and aegional treaty under the Patent Cooperation Trely

European Countries started to discuss on harmooizand further cooperation in patent
law shortly after the Washington Convention coneldidwith the signature of the Patent
Cooperation Treaty; however, at the time, impor@atintries such as Sweden, Spain and the
United Kingdond™!, were not EC Members, therefore the finalizatidnaoCommunity-wide
patent system became less pressing than an extf@aB®@onization; however, it emerged the
development in parallel of two Conventions, the baang the CPC on a Community Patent, and
the other being the EB&.

While the CPC, signed at Luxembourg in 1975 byttiem nine Member Stafé§ never
entered into force, mainly for political reasdf{s Another attempt was made in 1989, with the
Community Patent Convention, amended in 1989 adesi by all the Member States,
encompassing also national patent courts of firdtsecond instance, with an EU-common Court
of Appealé™® this jurisdictional system would have been thenown basis on which, some

years later, the trademark and industrial desigotegtion system has been instituted in

27PCT, art. 4; seeAN MUIR, MATTHIAS BRANDI-DOHRN, STEPHAN GRUBER, EUROPEANPATENT LAW 2 (2 ed. 2001).

28pCT, art. 45. The European Patent Convention, ey, is not the only regional patent regimedrce to date; however, the EPC
encompasses a very important economic market suEli@pe; other examples, more interesting fomapawative lawyer than for a
businessman, are the ARIPO (African Regional latéllal Property Organization), comprising 18 Menftates in sub-Saharan Africa
(Nigeria, Egypt and South Africa are among the olmeStates), and setting forth a system ratheitsito the EPC one, and, most interestingly
for the possible similarities with a future EU-widatent, the OAPI@rganisation Africaine de la Propriété IntellectleglAfrican Intellectual
Property Organization), comprising 16 Member Statesstly least developed countries (notable Memineiade Senegal and Cameroon). The
OAPI has an unified patent system, which one padéenapplicable in all the 15 Member States, anel patent office, headquartered in
Yaoundé, Cameroon. See Biswait Dhar & C. Niranjan,Riternational Patent System: an empirical analy$i¥PO Working Paper (Oct. 14,
2002).

209 For a map of the contracting States of the PCT V##PO — PCT Resources,Htp://www.wipo.int/pct/en(last visited May 19, 2013).

205ee MUIR, supranote 207, at 2-3.

21 UK became a Member of the EU shortly after the RET973, together with Denmark and the Repullitedand; Spain joined in 1986;
Austria, Sweden and Finland in 1995; other impdrémonomies in Europe, such as Norway and Turkeysi@l not EU Member.

%12 5ee GRALD PATERSON THE EUROPEANPATENT SYSTEM 19-21(1992).

213 |taly, France, West Germany, Belgium, Netherlahgsembourg, Ireland, United Kingdom and Denmark.

214 5ee RTERSON supranote 212, at 21; for the history of the CPC, see &inda Briceno Moraia, in Ill R. DIR. IND. 24-26(2011)B

25 35ee Agreement Related to a Community patent, dbhexembourg on 15 December 1989, 1989 (L 40¥yHile the national patent courts
would have had jurisdiction mainly on patent inf@ment cases, the common Court of Appeals would had exclusive jurisdiction on matters
of patent validity.
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Europé*®. Also the 1989 amendment was a failure, beingraiified by a sufficient number of

States.

The European Patent Convention, however, was arraagcess, essentially because the
party States did not consider realistic that Euaopeountries could at a single instant abandon
their respective national patent systems and acaefommunity system in their pl&té
Moreover, the EPC had a double advantage: (a) e rpassible to include party States that had
no intention to join the Community, or had not jeihthe Community y&t (b) to provide for a
“light” harmonization, which makes more politicallgcceptable the bargain on official
languages®. Specifically as per languages, the 2000 LondorreAment, signed by the
European Patent Convention signatory States, eefs translation requirements for European

patents granted by the European Patent Gffice

In fact, European patents are granted by a comBwmopean Patent Office (EPO),
headquartered in Munich (Germany), with a brancitie Hague (Netherlanddj; after having
been filed and after the prosecution in one ofttiree official languages of the Offf® the
patent is granted and, pursuant to Article 65.1hef Convention, the patentee may be obliged
under national law to translate it in its officlahguage, when the language is not one of the EPO
working languageé’®. The London Agreement sets forth a waiver by ev&te party of the
Convention, whose official language does not matck of the three EPO working languages
from the translation requirement; the Agreemertified by 13 EPC Member States including

France, UK and Germany, entered in force in 2008;dver, the hopes for price reduction under

216 5eege.g.,Scuffi, Un brevetto comune per I'Europa: dall’Accordo didsemburgo al Progetto EPLA RIvV. DIR. IND. 212-13(2007).

27 See RTERSON supranote 212, at 20.

218 Among the signatory States of the EPC, thererapmitant non-EU Members as per science and reseatbly Switzerland (in which
CERN is headquartered) and Norway, and other emgrgin-EU economies, including Turkey and Serbiaa@a, which is a part of the EPC,
will become an EU Member on July 1, 2013. See EemafPatent Organization — Member States, avaidehlgp://www.epo.org/about-
us/organisation/member-states.html

219 5ee European Patent Convention, art. 14 (Endfigmch and German as the three working language &uropean Patent Office, while a
patent application may be filed in any other larggjavhile a translation of the same in one of tine¢ working languages has to be attached).
See also RTERSON supranote 212, at 20 ¢oexistence of European patent system with natjosiigint system has been generally recognized as
the main reason for its international acceptabfljty

220 pogreement on the Application of Article 65 of tBenvention for the Grant of European Patents (sigdet 17. 2000), 2001 OHP0549;0n
the point of languages applicable before the Ewanfitatent Office, see alsauMt, supranote 259, at 48 arftl

221 5ee European Patent Convention, art. 6; secodanghes have been created in Berlin (Germany)/isttha (Austria), however the sub-
office in Vienna is not entitled to receive patapplications. The premises of the EPO enjoy theme@f inviolability and extraterritoriality
granted to the premises of other international mizgdions, see European Patent Convention artl1B4edecessor of the EPO was the 1IB,
Institut international des Brevets,The Hague-based office founded on the authofiéndnternational agreement between France and the
Benelux countries in 1947, and which focused oilifating patent searching and archiving for thetp&tates; the II1B would have become the
Hague office of the EPO in 1977; for further infation on the 1IB as predecessor of the EPO, s@eNCIL OF EUROPE EUROPEANY EAR BOOK
voL. XXIX 702 (1981)

222 For prosecution procedure before the EPO, seMupranote 207, starting at 55.

228 Eyropean Patent Convention, art. 65.1.
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the new system continue to be low, and furtherscostluction, essential for competitiveness

among Europe’s main trading partners, are likelgame only with the Union-wide patéfit

The European patents, granted by the common Eanopatent Office, are a “bundle” of
national patents, o be thereafter administeredesrforced within national jurisdictiGfr: this is
the secret of the success of the EPC: member Stgasd essentially the Convention as a mere
practical solution to overcome the costs and theblpms connected with multiple national
applications which previously existed, while at #zame time maintaining a satisfactory level of

sovereignty on “national” patents granted theretffle

Notwithstanding the centralized system of appioafiling and patent prosecution set
forth by the European Patent Convention, an “Eumopgatent®’ is totally different from the
upcoming EU-wide patent, as set forth in EU Reguotat enacted by the Council on 17
December 2012.

Since an European patent has not a dogmaticalgpendent nature, and the EPC refers
to it only as the patent granted under the European Patent ConvehtiBaropean Patent
System is, still to date, dominated by the rolenafional law; national law on patents still rule
the nature and the rights granted to the inventothe single Member States of the Union (and
beyond, in all the Member States of the EPC), atnal Courts may decide on interpretation,
infringement and validity itself of the “nationahp” of an European pateént

Conclusively, until there will be European patertse role of national patent law will
stay strong and undisputed; therefore, since tepfocuses on Italian law, a glance to Italian
patent law is essential to have a complete framlewigture, and finally will be helpful to define

the nature of an European patent, or at leastdtieral part thereof.

224 3ee, for an economic analysis of the London AgesgnMalwina Meyer & Bruno van Pottelsbergiibe London Agreement and the Cost of
Patenting in Europe? EUR. J.OFL. AND ECON. 211 (2010). Notably, Italy has not ratified the dom Agreement, since it would have resulted in
an ltalian translation of a patent to be superfly@ee IIRIv. DIR. IND. at 24 (2011).

225 5ee European Patent Convention, art. @iRyisupranote 207, at 274 arftl

226 pATERSON supranote 212, at 20; notably, other Countries use tirefean Patent Office as support for prior artaese under the
provisions of European Patent Convention, art. Mong these countries, there are Italy, Francekdyuand Netherlands. See Decision of the
President of the European Patent Office dated B@ct2010 on the filing of copies of search reautftder Article 141(1) of the Convention,
available on the EPO websitehdtp://www.epo.org/law-practice/legal-texts/offijaurnal/president-notices/archive/20101020.html

227 See European Patent Convention, art. 2hignts granted under this Convention shall beechfuropean paterits

285eege.g.,ADAM JOLLY & JEREMY PHILPOTT, THE HANDBOOK OF EUROPEANINTELLECTUAL PROPERTYMANAGEMENT 254(2012) (referring
specifically to interpretation of patent claimsrmtional courts, which shall follow common ruletagtished in the Convention and in its side
agreements).
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3. THE ITALIAN PATENT SYSTEM

3.1.INTRODUCTION AND SOURCES OH TALIAN PATENT LAW

As argued in the previous section, a patent wisclgranted under the aegis of the
European Patent Convention is nothing more thabhuadle” of single, national, patent rights.
Therefore, at least until the EU Regulations onreob-wide patent finally become reality and
start to develop into practice, as has already éragq for the Community trademé&tk national
patent law, often bundled in a system of “industiéav” together with trademarks and other

distinctive signs, will continue to play a fundartemole’°.

In Italy, originally patent law was studied by mess law scholars as a separate subject
matter, as is today studied in the U.S.; the simds of what is today known aslifitto
industriale’ were object of specific treatises and works bg ghoneers of Italiandiritto delle
invenzioni®*%. Among the most important of these first intellettproperty lawyers? it has to
be remembered, for the influence of his work, Femgo Cottarelli, who, in 1891, wrote a
remarkably long and analytical voice in the Itallaagal Encyclopedia, concerning (all together),
“Brevetti d'invenzione, Marchi di Fabbrica, DisegniModelli di fabbricd, therefore founding
the basis for the future consolidation of theseeeseparate subject matters into a common
system of tiritto industriale’, and providing a plethora of citations, mainlptn French la?*®
German patent law stepped in the ItakiErttrinesome years later, when a fundamental work by
Joseph Kohler on patents was translated and pellishitaly, granting access to German patent

doctrineto all the Italian scholars which did not know Garii”.

It was not until the 1930s, however, that Italfth@ugh it had signed the Paris

Convention in 1883, started to pass some Actsderoto reform the patent system, which was

29 geeg.g.,Eric P. RacitiThe harmonization of Trademarks in the European @anity,78 J. Pat. & Trademark Off. Soc’y 51 (1996).
230 Seeg.g, VINCENZO FRANCESCHELLI, BREVETTO, MARCHIO, DITTA, INSEGNA[PATENT, TRADEMARK, BUSINESSNAME, INSIGNIA], in
GIURISPRUDENZASISTEMATICA DI DIRITTO CIVILE E COMMERCIALE [SYSTEMATIC CIVIL AND BUSINESSLAW CASEY (2003); ABERTOMUSSQ
DEL DIRITTO DI BREVETTO PER INVENZIONI INDUSTRIALI[PATENT RIGHTS ON INDUSTRIAL INVENTIONS in COMMENTARIO DEL CODICE CIVILE
SCIALOJA-BRANCA [SCIALOJA-BRANCA' S CiviL CODE COMMENTARY] (2012), just to cite the most analytical analysieléadian patent law.
#135eege.g.,EDOARDO BOSIO, LE PRIVATIVE INDUSTRIALI DEL DIRITTO ITALIANO [THE INDUSTRIAL EXCLUSIVE RIGHTS INITALIAN LAW] (1899),
deemed to be among the first treatises about plterit Italy. “Diritto delle invenzioriimay be roughly translated amtentions law; Italian
patent law scholars have historically focused neoréhe invention as subject of rights, than onphtent as source of the exclusive rights
themselves.

232 For reference of all the works of the first ItalilP lawyers, seeRANCESCHELLI, supranote 258, at XXVI adf.

233 FRANCESCOCOTTARELLI, BREVETTI D' INVENZIONE, MARCHI DI FABBRICA, DISEGNI E MODELLI INDUSTRIALI [PATENTS FOR INVETIONS
TRADEMARKS, INDUSTRIAL MODELS AND DESIGN$, in ENCICLOPEDIA GIURIDICA ITALIANA (1891).

234 J0SEPHK OHLER, MANUALE DELLE PRIVATIVE INDUSTRIALI [LEHRBUCH DESPATENTRECHTY (Foa Italian trans., 1914).
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left untouched since the Unification of the Coufittyfirst of all, the Paris Convention was

ratified as in the text reviewed in The Hague Cuoariee in 1925° and, based on the granting

of power set forth by Royal Law Decféé the 1939 Royal Decree commonly known with the
name of tegge invenzioni(“Inventions Act”), which was the basis on whitfalian patent law

was founded until the dawn of the new millennfdin

The inception of the new Civil Code in 1942, whigaving to special laws a more
specific regulation of patents and other forms mteliectual propery’®, gave a common
framework to the single areas of industrial lawthwa dogmatic system focused on #menda,
i.e. the tombination of goods organized by the entreprefieuthe exercise of his busina&¥,
which will be reprised by almost every industriawl scholar in the aftermath of the new
Codé*’. The inception of the Civil Code, therefore, whilet influencing directly patent law,
was the birthdate of a totally new system of indaktaw, whose last influence is the current
“codice della proprieta industriale which, in only one Act, unites patent, trademasd

industrial design law§2

This attempt to unify different areas of law, swshpatents and trademarks, and to find
out a common and coherent system, which has foagreenithin the inception of the Code of
Industrial Property in 2005, has left, however,sug of the Code areas such as copyright law
and consumer protection |&% This approach, together with theefjulatory bulimid of the
lawmakers, especially at an European level, hasdduarsh criticism by one of the most
respected and known industrial law scholars iryJtaldriano Vanzetf*®. Vanzetti's analysis,
with particular reference to the 2005 Reform ofepataw, whichjnter alia, has increased civil

and criminal penalties for patent and trademarkngérs, and has given to specific sections of

235 FRANCESCHELLJ supranote 258, at XLIV. At the time, Italian intellectygroperty law was founded on the acts passedeifkthgdom of
Piedmont on industrial exclusive rights between5L88d 1859i.e. short before the unification of the country.

6 5ee Law Decree 10 gennaio 1926, n. 129, convaitachmendments by Law 29 dicembre 1927, n. 2701.

%7 Royal Law Decree 24 febbraio 1939, n. 319, comein Law 2 giugno 1939, n. 739.

%8 Royal Decree 29 giugno 1939, n. 1127 [hereinaliiegge Invenzioni]; the following years other Rofacrees were passed on other areas of
intellectual property law, such as the Royal De@®&@agosto 1940, n. 1141 (on industrial models).

29 Art, 2591 c.c., e condizioni e le modalita per la concessioneltelvetto, I'esercizio dei diritti che ne derivandadoro durata sono regolati
dalle leggi speciali

240 This is the definition given by Art. 2555 c.ccomplesso dei beni organizzati dall'imprenditore pesercizio dell'impresa

241 3eeg.g.,LUIGI LORDI, ISTITUZIONI DI DIRITTO COMMERCIALE [ NSTITUTIONS OF BUSINESS LAW (1953); but even in the most recent treatises
and hornbooks, seeA#I0 CAMPOBASSQ DIRITTO COMMERCIALE VOL. 1 —DIRITTO DELL'| MPRESA[COMMERCIAL LAW VOLUME 1—BUSINESS
LAW] (6" ed. 2008).

242 ggislative Decree 10 febbraio 2005, n. 30 [hexkér, Codice della Proprieta Industriale].

243 Copyright, in particular, is still regulated byethaw 22 aprile 1941, n. 633 [hereinafter, Leggetid’Autore].

244 v/anzetti is author, together with Vincenzo Di Ge¢a of one of the most used hornbooks of Italimustrial law, see BRIANO VANZETTI &
VINCENZO DI CATALDO, DIRITTO INDUSTRIALE (7" ed. 2012); see Adriano Vanzeltegislazione e Diritto Industriald, Riv. DIR. IND. 5(2011)
(addressing and complaining about tientelligible situatiort'situazione sgangherdtaf Italian industrial law, mainly linked to the¢eption of
the Code of Industrial Property).
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Courts jurisdiction on civil patent and trademaases, while leaving copyright law and criminal

cases out of the jurisdiction of the specializettisas, expresses a deep critictém

The Code of Industrial Property, which, while bling regulation related to areas of the
law very different form themselves, such as trad&maad patent law, should have been, in the
words of Vanzetti, a consolidatiori, more than a ¢omplex act allegedly ‘revolutionary’,
innovative, modern, designed to face the futumallff dogmatically cohereit*® dogmatic
categories cannot be takarpriori and set forth into a normative act, since theydamentally
consist in intellectual creation starting from amative act and trying to build a coherent system
out of it, Vanzetti argues; moreover, the categtsglf of “objects of industrial property on

which the Code is essentially built, is now outdaed flawed"’.

This analysis, finally, continues arguing that tegstematization of common rules
concerning patents, trademarks, and other fielthtellectual property law, is doomed to falil,
since there are too many differences, as per stejctegulation, rationale, and issuance, arising
from different areas of thenare magnuntoming with the name ofirftellectual property lawy
in this sense, the solution given by the law ofth8. and of most developed nations, and, it has
to be said, also by Italiashoctrinebefore codification, is more correct, since evengle field of

IP law is treated, regulated and analyzed sepgriiteh otheré*®

However, the choice of the Italian lawmaKétdo bundle in a coherent normative act
patent and trademark law is the basis of the ctitalian patent system, which finds its main

legislative sources in:

(a) few civil code articles, not amended sincértimeeption in 1942, setting forth generic
provisions on patentability requirements, rightp@atent, shop rights and portability of patent
rights®":

245 vanzetti, in Rv. DIR. IND. 5,6-7 (2011).

2914, at 10.

247 |d

248 S, law, for instance, dedicates separate Chapfahe U.S. Code tpatents(U.S.C. Chapter 35) arttademarkqU.S.C. Chapter 15);
French law has introduced (with Loi No. 92-597 afuly 1992) an Intellectual Property Code, which taified, without material changes, all
the legal and regulatory rules concerning intellatproperty rights in France, therefore withotiapting to create an “industrial property law
system”; in the United Kingdonpatentlaw is governed by the 1977 Patent Act (in forcesil June 1978), whiteademarklaw is governed
essentially by the Trade Marks Act of 1994; in Japs@parate patent and trademarks Acts were pas3689, namely Law No. 121 of 1959 on
patents, and Law No. 127 of 1959 on Trade Markkteférences fromNTERNATIONAL ENCYCLOPEDIA OFLAWS — INTELLECTUAL PROPERTY
(Kluwer Law Int'l 2012).

249 0n this choice, see the harsh criticism of VamzetRIv. DIR. IND. at 5 (2011), fundamentallyjit is due]because too many different hands
participate[in drafting laws]:also hands, time after time, of uneducated pettjigians which often have the last word withoublwing

anything about the reality of the issues; of dogolagal scholars; of sly and influential practitiers; of bureaucrats from different ministries,
reciprocally jealous of their respective competescf representatives of (often misunderstoo@yasts of professional and entrepreneurial
categories.
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(b) the Code of Industrial Property, set out bgiktative Decree No. 30 of 2005, which,
as analyzed above, unifies in a allegedly cohemenative act patent, trademark and industrial

design la™*;

(c) the Law 26 May 1978, no. 260, with which sedanternational conventions on
patent protection were ratified by the Republicl@fy, including, but not limited to, the

European Patent Conventfoh

Another arguable point is whether the Italian patgystem has a direct basis in the
wording of the Constitution. The Italid@ostituziongedifferently than the U.S. Constitution, does
not specifically provide for a patent system; hoarewone of the fundamental principles of the
Republic, as set forth by Article 9, is thprébmotion of development of culture and of the
scientific and technical researthi®. At a first glance, this provision may look simita its U.S.
counterpart, on theProgress of Science and Useful Artsowever, it is not, since the U.S.
Founding Fathers agreed on the importance of anpatgstem to reach this objective, and

specifically granted to Congress the power to aehf‘exclusive rightsfor inventors.

More narrowly, the Italian Founding Fathers merekgnded to find a balance between
public powers and culture, following the teachinfj Romagnosi, who argued that public
institutions should merely grant the conditions dhe premises for the free development of
culturé®® the main concern of the Founding Fathers was vmida on the one hand, a
monopolization of the culture by the State, or Img of its political parti€s®, and on the other
hand, to focus scientific research on the humandydy linking the analysis of Article 9 to
Article 33 (principle of Freedom of Arts and Scieh@nd to Article 2 (Respect of Fundamental
Human Rightsy®. The progress of Science may be carried out, énstheme drafted by the
Constitution, either by public entities (such asvarsities) or by private entities, incentivized by
the Staté””.

B0g5ee Art. 2584 (definition of patent rights), 22685 (patentability requirements), Art. 2588 (diifim of right to patent), Art. 2589
(portability of patent rights), Art. 2590 (shophitg), Art. 2591 (reference to special laws,currently, the Code of Industrial Property).
21 As per patent law, see Codice della Proprietadtritile, artt. 45-8bcties
%2 | aw 26 maggio 1978, n. 260.
33ee ltalian Const. art. 9.1a“Repubblica promuove lo sviluppo della culturia eicerca scientifica e tecnic¢a
%4 See BBIO MERUSH, Art. 9,in COMMENTARIO DELLA COSTITUZIONE BRANCA [BRANCA'S COMMENTARY TO THE CONSTITUTION] 435(1975)
(citing ROMAGNOSI, SCRITTI SULL' EDUCAZIONE).
zz: Id.; the Constitution, it has to be remembered, been written some years after the experiencasafsm.
Id. at 438.
%71d. at 439. The choice not to explicit the kindrudentives given by the State to private researthscience,e. an explicit recognition of a
patent system, may be grounded in the fact th#teatime the Constitution was drafted, the pasgatem was not universally used: socialist
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Article 9 has been indeed relied upon by the dtaliConstitutional Court, as the
constitutional background of patent law, in a laadkjudgment delivered on March 9, 1978, on
patent eligibility for pharmaceutical produ© The issue was whether the provision of the
legge invenzionidated back to 1939, which excluded patent eligybfor pharmaceutical
products, was consistent with both the principleafiality, since it discriminated developers of
new drugs from generic drug producers, and withchet9 itself, since the exclusion from

patentability allegedly had a negative influenceesearch and developm&tit

The Constitutional Court upheld the reasoninghefeéighteen pharmaceutical companies
which brought the case before it and, after a rstroation of the originarationale of the
provisiorf®®, stroke it down, holding that, looking to theationale of patent protectidn“one of
the aim of the patrimonial rights deriving from pat granting is to incentivize research, mainly
by hedging the huge expenses which its organizatmohits execution requiteln other words,
“the financing of technical and scientific researsealized also via the patent rights, moreover

of temporary duratiot) the ban for patent eligibility of drugsdbes not incentivize researéf.

Therefore, even if not specifically entailed inte Italian Constitutional system, patent
law has found a basis in Article 9 through the gsial of the Constitutional Court which, with
the above analyzed judgment, has reached a coalldgyoint, while striking down a provision
of the Patent Act just because it does maténtivize innovatich however, in this decision, the
Court recognizes the “double side” of patent gramfind its role in promoting and incentivizing
research. In this sense, the Italian judges demaiaghe flexibility of the formulation of Article
9, with respect of the formulation of the Paterdi@e in the U.S. Constitution; the U.S. Supreme
Court has, most of the times, relied on the intentof the Congress, recognizing that the
Constitutional clause is nothing more than a meageariting of power”, and treating patent
eligibility cases as cases of “narrow interpretatjsince it is up to the Congress to decide which

kinds of incentives to give to patentees, and whidinit to be eligible for patefit.

countries, such as the Soviet Union, used “inveceatificate”-based systems, in which the invettas a right to royalties but no exclusive
rights on its invention. However, Italy has neviscdssed the opportunity to switch to inventorifieates.

%8 Corte Cost., 9 marzo 1978, n. 20.

%91d,, sezione in fatto

%01t was enacted originally in the XIX-century preitary States, in order to address the concerpsafmacies for potential infringement
during the in-house preparation of drugs, and tdasisks for public health due to “healers” andkeais which could abuse the system by
patenting products dangerous for health sellingithe drugs.

%11d., sezione in diritto§ 8.

%2 5eepe.g., Kewanee Oil Co. v. Bicron Corg16 U.S. 470, 480-481 (1974)iamond v. Chakrabarthyi47 U.S. 303, 307 (1980) (the patent
eligibility analysis does not involve consideratmm incentives to research, but is a matter ofavastatutory interpretation).
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The Italian Constitutional Court, in this cased l@amore principles-based approach; there
is no medium (as theeXclusive rights to be grantéanay be under the U.S. constitutional
clause) between the Constitutional principle exgedsinter alia, by Article 9, and judicial
action by the Constitutional Court, which may awmously decide which patent eligibility
requirements effectively foster innovation. As skeovabove, the Italian Court could strike down
a provision of the Patent Act whose wording wastalyclear, in excluding patent eligibility for
drugs. If the same case would have been beforé&JiSe Justices, the result would have been

completely opposite.

3.2.LEGAL DEFINITION OF “PATENT"

ltalian law, as for the right of propeffy, does not define what specifically a “patent” is;
the similarity between the regulation of properdyvland the definition of the rights of the

patentee has been extensively analyzed into Itidiaf?*

It has pointed out, in fact, that the differenaween Article 832 (on the rights of the
proprietor) and Article 2584 (on the rights of tpatentee) is minimal, and that this is an
evidence of the tendency in Italian law to consitter exclusive rights given on an invention
from a ‘right of monopoly; as the use of the synonyrprivativa industrialé clearly show&®,
to a right of “industrial property”, more correctiyright of “intellectual property”, which would
be parallel on the property on “things”; the Codelrdustrial Property is more specific in
considering the prevalence of the business law @igmtent law; a patent gives its “proprietor”
the “exclusive power to practice the invention and tengaofit out of it in the territory of the
State, within the limits and the conditions setlmyithe Code of Industrial Propertyf®.

Some authors have argued that the categorizafigratent rights into private property
rights has to be preferred form its definition asgat of monopoly, since (a) the patent does not
necessarily confer a monopoly right, in particidarce there may be some alternative processes
which may be substitutes in the market of the gateproduct, (b) since the notion of patent as

%3 3ee Art. 832 c.c. the proprietor has the right to benefit and to disp of the things in a full and exclusive way, inithe limits and the
conditions set out by the I8wArt. 810 c.c. (‘goods are the things which may be object of rights

%4 35ee Art. 2584 c.c. (tho has obtained a patent for an industrial inventhas the exclusive right to practice the inventind to dispose of it
within the limits and the conditions set out by th&'); M uUssQ supranote 258, at 539-40;ANZETTI-DI CATALDO, supranote 272, 358.

265 See USEPPESENA, Privative Industriali,in ENCICLOPEDIA DEL DIRITTO, XXV, 595.

26 Codice della Proprieta Industriale, art. 66.1.
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“property rights” completes the evolution from aatetionary granting of the monopoly by the
sovereign to a more modern “right of property” cogiwith the reduction to practice of the
invention, (c) since the Code of Industrial Propexdnfers property rights on some distinctive
signs outside the scope of patent and trademark lafhis last point may be object of some
criticism, since this demonstrate how the unifeatiunder a sole dogmatic category of
trademark and patent law may put in jeopardy thablip law” side of patent law, while focusing

only on one of the sides of the patent bargairexample is thesui generigight of protection on

“secret information®®®

. This point is raisednter alia, by Vanzetti, which has argued thatreetv

right of protection for unpatented inventidns “destructive of the sense itself of the patent
bargain, (...) negating the traditional principle ugrdwhich the secret holder pays the lack of
application for patent and the enabling coming withy being exposed to the risk of the loss of

secret even in case of casual ev&iits

According to other authors, the debate in thdatedloctrine among two positions, the
one being the definition of “patent” as a monopaght*’®, and the other being the definition of
patent as “property right on an immaterial gddY’has lost its actuality, since the same category
of “diritto real€’ in Italian law has been put in discussion, aneréifiore the only definition that
may be given to thediritto di brevettd is a “diritto avente carattere a &gi.e. right having its
own naturé’® The two terms of the dilemma both reach a pathefnature of a patent, namely
the private and the public law side, and the saatenp system is a system made of check and
balance$’® however, the international sources, and the EeanpPatent Convention, usually

274

refer to patents aspfoperty “*", while being a mere reprise of the common law gate of

“property, which does not match its Italian counterp&rt

The idea of a definition of patent of propriet@mgwer has necessarily to be paired with

something of the same strength on the other sidénefpatent bargain, related to the public

267 See [EORIDIA, in DIRITTO INDUSTRIALE 255(3™ ed. 2008); the position is criticized byudsq supranote 258, at 540-541 (footnote 28).
%8 Codice della Proprieta Industriale, art. 99.
%9 See Rv. DIR. IND. at 13.
20 See RFRANCESCHELL], TRATTATO DI DIRITTO INDUSTRIALE VOL. Il 536 (1960) (a “monopoly right having a speciicucture of proprietor
nature”).
271 Mainly, T.ASCARELLI, TEORIA DELLA CONCORRENZA E DEI BENI IMMATERIALI269(3 ed. 1960), and GA\ULETTA, DEI DIRITTI SULLE OPERE
DELL'INGEGNO242(1947).
272 Thissui generissolution to the dogmatic problem of the natureatents is reached byNECENZO DI CATALDO, | BREVETTI PER INVENZIONE
IZE7§ER MODELLO DI UTILITA, in COMMENTARIO AL CODICE CIVILE SCHLESINGER43-44(3" ed. 2012).

Id. at 44.
274 European Patent Convention, art. 38 #ind
25 Seeg.g.,DI CATALDO, supranote 300, at 45; WCORNISH, Personality Rights and Intellectual Properity, OXFORD HISTORY OF THELAWS
OF ENGLAND, VoL. XlIl (Oxford University Press ed. 1820-1914) 847 in@ointing out to the evolution of the term “propérsince the
inception of the right of privacy in English lawgperty ‘has grown to comprise every form of possessiotangible as well as tangible
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interest which most of the times comes with thentyng of patent rights. A patent, it has been
remembered, does not derive from natural law, barhfan act of the State, which grants him
following the patenting procedure; it is essenitatake into consideration the originadtietal
contract, under which a patent isa“consideration of the disclosure and of the emapbf the

innovation by the inventd?’®.

Therefore, the right of propertyato sensy granted to a patentee shall be subject to a
series of exceptions and limitations, in orderdbgatent system protect and foster innovation
and research; the Code of Industrial Propertyfitdatifies that the “property right” on a patent
is not the absolute, quasi-sacramemaminiumof the Roman law tradition, but is a right
granted with a precise function, therefore subjedimitations and exceptions in order with its
“social function®””. The exclusive power of the patentee does notabpeunder Article 69 of
the Code of Industrial Property, with respect tp daperimental and non-commercially aimed
uses, (b) researches and experimentations aimedbt@in, also in foreign countries, an
authorization to market a drug and any consequettipal fulfillment, such as preparation and
use of pharmaceutical substances as strictly nagess aforesaid scope, (c) extemporaneous
preparation of drugs in pharmacies without indafitriprepared compountfs.

Moreover, Italian patent law has a system of cdsgy licensing, under which the
patented invention has to be practiced by the itoremirectly or with the means of license
agreements, in the term of three years after taetng date, or four years from application date
(when the latter date expires later than the foymercase the invention has not been practiced,
or has been practiced in a way which results tmlggave disproportion with the interests of the
Country, everyone may be granted, with a simpleuesty a compulsory, non-exclusive

licensé’®. Other norms of the Code specifically refer toeintions of military intere$¥, and to

276 See MUsSQ supranote 258, at 541-43;E8A, | DIRITTI SULLE INVENZIONI 256(4™ ed. 2011); FalceSulle fondazioni filosofiche delle moderne
dottrine economiche dell'innovazionie,Riv. DIR. IND. 125(2004).

217 see, generally, Mssq supranote 258, at 544-45; &&GANO, DIRITTO CIVILE E COMMERCIALE VOL. 1364 (last ed. 2004) (on the “social
function” of property rights); see, for limitatido property rightse.g.,Italian Cost. Art. 42.2, and specifically on pagmMRIPs art. 30.

278 Code of Industrial Property, art. 68.1; on thes¢thexceptions, (a) the experimental use for nonazertial purposes is well suited in a system
in which industrial law is a matter of entreprersg@nd usually does not involve simple customéjsthie authorization exception recalls the
U.S.Bolar exception, upheld (also) by the WTO Dispute SettlenBody inCanada — Patent Protection of Pharmaceutical Praduc
WT/DS114/R (1997), since it has been found to hiafkeenced the wording of the Article 30 of TRIPgr&ement, (c) the so-called “Galenic
exception” has traditionally been granted to phaista.

#® 5ee Code of Industrial Property, art. 70.1; themamoreover, expires when the invention is matgiced two years after the first
compulsory license.

280 Code of Industrial Property, art. 74.c
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compulsory licensing for dependent inventions re@néing a considerable progress in the state
of the art®.

However, the balance between property rights an ittvention and the compulsory
licensing system is reached by conditioning theliegipon for a compulsory license to a

preventive and unfruitful request for a contraclignse to the patent hold&:

As a conclusion, the ltalian patent system, inchecks-and-balances system, may be
appreciated in its complexity only if one tries necognize that both the monopoly and the
property rights dwell in patent law, therefore ¢ieg a dogmatic category starting from these
standpoints. Furthermore, it may be necessary ta against every attempt to give protection to
non-patented invention: the choice to keep an ifiwensecret, instead of patenting it, comes
with a price, and in that price the public interéshdamentally lies; adhering to Vanzetti's
analysi$®® this attempt to build a protection system for atepted inventions may well disrupt

the patent system and the public interest comirig iwvi

3.3. PATENT PROSECUTION INITALY: “D IRITTO SOGGETTIVO’ OR“l NTERESSELEGITTIMO "?

Although European patents, for which Italy is desited for protection, are prosecuted
under the rules of the European Patent Officeetfosth in the European Patent Convention and
by subsequent regulations and protocols signedéyarty Staté&* the prosecution of patent
application as perltalian patents, i.e. patents issued under Italian national law, is sghfby
the Code of Industrial Property, which attemptsindy under one section of the Act the general

principles applicable to the prosecution of boddemark and for patent applicatitis

Under Italian law, patent rights arise only aftez granting of thérevettoby theUfficio
ltaliano Brevetti e Marchi(UIBM, or Italian Patent Officé¥® consistently with the general

principles under which intellectual property righi® a closed numi&f; traditionally, Italy was

21 Code of Industrial Property, art. 71.

#2g5ee Code of Industrial Property, art. 72.

83 5ee Vanzetti,a tutela “corretta” delle informazioni segreté Riv. DIR. IND. 95 (2011).

%4 See for the EPO rules on patent prosecutinMUIR, MATTHIAS BRANDI-DOHRN, STEPHAN GRUBER, EUROPEANPATENT LAW starting at
55 (2% ed. 2001).

25 5ee Code of Industrial Property, art. 147 (ger@iatiples on applications); art. 160 (proceduned patent application).

286 See Code of Industrial Property, art. 147 and223; the UIBM is an office of the Italian Ministof the Economic Developmen¥inistero
dello Sviluppo Economi¢@nd it is headquartered in Rome.

%7 On thenumerous claususs per intellectual property rights, SeBCARELLI, TUTELA DELLA CONCORRENZA E DEIBENI IMMATERIALI 331 and
ff. (1957), arguing that immaterial goods may not beedbed in a physical sense, therefore it is neggssstatutory provision to imagine a
right on them.

64



one of the few countries in the world not to haygeventive examination of patent applications;
a prosecution procedure, it has to be rememberasl,set forth by some pre-unitary States, and

was originally set forth in 1934, while never eirigrin force®®

The absence of a preventive examination of papplication has been long felt as one
of the main weaknesses of Italian patent systehgstbeen argued, shortly after the inception of
European patents granted by the EPO under the Eamopatent Convention, that a national
system of preventive examination of patent appbcat was an useless carbon copy of
European patefit since, it has been noted, all the inventiongwaitcertain importance in Italian
market are nowadays object of an European pateplicapon, by avoiding national patent
offices®. Therefore, the idea was to make ltalian patemantgd without a preventive
examination, a “lighter” IP right, less expensivaspecially tailored for small and medium
businesses; however, the idea to createht“patent has been overcome by the introduction of
a system of preventive examination of patent appba, which, however, was enacted without
further costs for the Offi¢é".

The Code of Industrial Property, like the 1934 Rloecree once did, includes a
provision which allows the government to introdee@amination in patent prosecution before the
UIBM; Article 170 of the Code sets forth, as petgmas, that the Office has to ascertaitie”
validity requirement$of a patent applicatiorih case is enacted, by Ministerial Decree, the iprio
art research and, in every case, when the absehseah requirements results to pema facie

evident on the basis of the application documentsis ascertained as notorious f&ét.

The provision of the Code encompasses a seriehetks the Patent Office, which
substantially innovate from the 1939 Law on Invensi: under the old system, the UIBM could
only check whether the invention was patent el@ibk. not contrary to morality or tordre
public), and could not decide whether the invention sotglbe patented satisfied requirements

of patentability,i.e. requirements of novelty, and possible industriglli@ption: such analyses

z:z See DCATALDO, supranote 300, at 22; Royal Decree 13 settembre 1934502.

Id.
203ee Id., at 22-23. Moreover, the introductiontsy €ode of Industrial Property of a form of prewesmexamination of patent application did
not cause major concerns from a legislative pdinview; since 1979, the administrative proceediefpbe the UIBM was articulated
consistently with an examination procedure. ThedlR&form of the Patent Act was intended to leawbéduture the choice to introduce an
examination, reducing to the minimum problems chandstrative coordination linked to the future idiuction. For a detailed analysis, see
SENA, | BREVETTI SULLE INVENZIONI 251 andff. (39 ed. 1990).
291 Code of Industrial Property, art. 170(1)(b). Oagain, the provision unifies under the same dognatiegory trademark and patent
applications, with arguable systematic results.
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were left to judicial authority, in future caseswhich the validity of the patent would have been

at issué®

Under the past system, the praxis followed by &M was to reject a patent
application whemprima facieit did not satisfy novelty requirements, and th@r®@me Court and
doctrinegenerally tended to upholdt, contrarily, it was held by th€ommissione Ricorsi, i.e.
a special Italian Patent and Trademark Court, whegare will be analyzed below in better
detail, that patentability of an invention cannot be excludedtmgrounds of its alleged lack of
novelty, being notorious that any evaluation on elgv requirement is precluded to
administrative offices”peing essentially left to judicial authorities teatiate, after the granting,

the novelty of the patefif.
The 2005 Code upheld the praxis of the Officepihicing:

(a) a first, embryonic analysis of the validityqu&rements to be carried out by patent
examiners before the UIBM, who, consistently witle praxis before the inception of the Code,
are now prescribed by law to strike down every plaggplication whichprima facie,lacks the

requirements of validity requiremefits

(b) a second, perspective, examination procedunesh shall be carried out consistently
with a Ministerial Decree, to be enacted in theufet and setting forth a procedure for prior art

researcfr®.

A less expensive solution, which has been followgdtalian Government in setting up
the prior art research, is set forth by the Euragdeatent Convention, which allows the European
Patent Office to draw European search reports balbef national patent officé%. Therefore,
the Ministry of Economic Development enacted thaisterial Decree under the grant of power

292 For the procedure before the issue of the CodeSmea, | BREVETTI SULLEINVENZIONI 284-5 (3 ed. 1990); however, Sena notes how in the
UIBM practice, sometimes, a patent application been rejected on the ground of its alleged laakoeklty, which resulted absolutely evident
prima facie

298 5ee Cass., 14 maggio 1981, n. 316Giur. ann. dir. ind.;1981; Bocchinil’esame preventivo dell’'Ufficio Centrale Brevetiils invenzioni
industriali,in Riv. DIR. IND. 135 (1985), which argued that the UIBM should iriigggte novelty and non-obviousness of the invergionght to
be patentedContra,see &NA, supranote 344, at 286 (fovelty examination is left to judicial authorities

294 5ee Comm. Ricorsi, 3 maggio 1962, iv FDIR. IND. 135 (1985); thex postanalysis of validity requirement was also a featfrd.S. patent
law in XIX century; the examination procedure whslghed in 1792, but reintroduced with the refarfithe Patent Act in the second half of
the XIX century, being clear that an indiscriminatel uncontrolled patent granting under the ol@@dare had higher societal costs than a
preventive examination of validity requirementsexypert examiners in a prosecution proceeding bef@).S. PTO. Semupra,8§ 1.2.

2% see Code of Industrial Property, art. 170(1)(b).

29 |d; prior art research, due to the need of exjeetinicians and patent examiners, was not pratgidata small and essentially bureaucratic
office as the UIBM; therefore, the Code just setsif a granting of power for the Ministry, with iefihite timelines, to enact rules for
application of prior art research.

27 See European Patent Convention, art. 19 andart. 9
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set forth by the Code of Industrial Property on ey, 2008, setting forth that prior art
researches are conducted by the UIBM with the c@ijom of the European Patent Offide

After the procedure before the UIBM, the Office yngrant the patent or reject the
application; the applicant, in case of rejectiorgyniile an appeal before a special patent and
trademark court, th€ommissione dei RicofSl. This peculiar jurisdiction, which is composed
by appellate judges and may be integrated, forleirggues submitted to them, by high-level
technicians without right to vote, has been deerheth by the Supreme Court and by scholars,
a special jurisdiction, is generally held tgctrineto be consistent with the Constitution having
been instituted in 1939,e. before the constitutional ban for institution adpécial judges

entered into forc&°,

The Commissione Ricorsmoreover, has the nature of an appellate judgegfitre there
is no appeal on the merits of its decision; howewueder the general rule set forth by Article 111
of the Constitution, it is possible to file an appéefore theCorte di Cassazionéor lack of
jurisdiction or violation of lav¥f*. In this passage, however, the main issue conugthie nature
of the appeal against the UIBM decisions lies:rthtire of the “right to patent”.

The “right to patent”, set forth by Article 63 tfe Code of Industrial Propeffy, is the
right to obtain a patent following the applicatitmthe UIBM. Traditionally, the right to patent
has been recognized to be an absolute right, shecdistorical evolution of Italian patent law
has been characterized by the evolution from aesy#t which the sovereign arbitrarily granted
exclusive rights, from a system in which there dirdto soggettivoof the inventor to be granted
a patent for his innovative inventi®d With the time, this historical evolution has bgbtito an

examination system, in which there is an admintisteabody,i.e.the UIBM in Italy, the EPO for

298 Ministerial Decree 27 giugno 2008, art. 1.

29 gee Code of Industrial Property, art. 135. Toenmissionés composed by a President, an additional Presatgheight members, appointed
amongst judges having degree not lower that agpgllidges, or amongst law professors of State wsities; the Commission may be
integrated, for special issues, by techniciandyauit right to vote, appointed amongst universitf@ssors in technical sector and industrial
property counsels.

00See BNA, supranote 344, at 287; #CARELLI, TEORIA DELLA CONCORRENZA E DEI BENI IMMATERIALI581 (1957); in case law, see Cass.
SS.UU. 17 febbraio 1954, n. 420 Foro It., 1954, |, 301; Cass. SS.UU. 17 ottobre 1956, n. 3@iforo it., 1956, |, 1956. For the
Constitutional ban on the introduction @fitidici speciali, see Italian Cost., art. 102(2); see als&#SANDROPIZZORUSSQ Art. 102,in
COMMENTARIO ALLA COSTITUZIONEBRANCA 226(1994),which notes that, differently from other pre-Cotgtonal special judges (such as the
limited criminal jurisdiction of th&€omandante di PorjotheCommissione Ricors$ias not been object to a decision of the Conititat Court
(vet).

01 See Italian Cost., art. 111(7).

%02 5ee Code of Industrial Property, art. 62(#g“right to patent for industrial inventions liadth the author of the invention and to the paay t
whom such right is assignedee generally Civil Code, art. 2589, on transfiepatent rights.

%03 see Mussq supranote 258, quoting the Relation to the King to t88d Patent Act, drafted by Scialoja senior, onthefgreatest Italian civil
law scholars in the XIX century, stressing thiscsfie point.
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European patents, or the PTO in the U.S., whidh#&ged to check the effective presence of the

factual elements founding the right.

The issue becomes relevant in Italian legal systhra of the dualism, in administrative
law doctrine, between tiritti soggettivl’, roughly full and exclusive rights, which may nio¢
limited by an administrative power, anghteressi legittini, roughly interests of the individual
which may be object to an administrative power, aittl respect to whom the individual is in a

position of subjection to the public administrafih

As per patents, traditionally the UIBM had not mowo decide on the validity of patent
applications, since, according to the 1939 Patertt éhd the procedure enacted thereof, the
Office had merely an administrative role, to chaeweral minimum formal requirements for
patent eligibility,i.e. that the invention was consistent with theelre publicor with common
morals, or that the application satisfied formauieements, even in connection with application
fees®. Even after the enactment of the Code of Indus®riaperty, due to the pre-2005 praxis of
the Office to reject patent applications fmima facielack of novelty requirements, there has
been no substantial change, while the powers ofOtfiee, i.e. to reject the application or to

grant a patent, where limited to the check of fdrraguirements.

However, thedoctrine which focused specifically on patent granting pchoes under
ltalian law has analyzed the nature of the prosecuproceeding as actncessiori€®® a
“concessiore under the administrative ladoctrine,is an administrative act, resulting from an
administrative proceeding carried out pursuanth® Administrative Procedure AG{, and in

which an administrativegbtere concessoridas involved®®®

In the scheme of thecbncessione the legal system does not automatically granths

individual certain subjective legal situations, lgites to the Administration the power to create

304 The Italiandoctrineon this dualism is incredibly huge; just to citereohornbooks and treatises, se@ECASETTA, MANUALE DI DIRITTO
AMMINISTRATIVO 325andff. (14" ed. 2013); ©ORSQ L’ ATTIVITA AMMINISTRATIVA (1999); FRABRIZIO FRACCHIA, AUTORIZZAZIONE
AMMINISTRATIVA E SITUAZIONI GIURIDICHE SOGGETTIVE (1999); GCCHIENA, SITUAZIONI GIURIDICHE SOGGETTIVE EPROCEDIMENTO
AMMINISTRATIVO (2002). Generally, an “authorisation”, or a “corgies”, is one of the main cases in whichimteresse legittimenay be found
to exist.

305 See generally,B3iA, supranote 344, at 284-86.

%8 seege.g.,Id., at 290; see also Code of Industrial Propenty,53 (the exclusive rights pursuant to this Code are enefi with the
concession of the paténtNote, however, that the use of a certain tesmat decisive, see Corte Cost., sent. N. 5/1980"“¢oncessione
edilizia’ is not a ‘concessiorie but a simple authorization).

%07 Law 7 agosto 1990, n. 241léyge sul procedimento amministratiy.o

308 See generally, &SETTA, supranote 356, at 363.
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them, or transfer them to an individefl This theoretical scheme appears to be consistiéma
description of the patent system: the exclusivatrig exploit an invention does not exigts
rerum natura but it has always been granted by a Governmerity @ sovereign entity of any
kind*'°. Therefore, the dogmatic scheme of tumcession@ppears the correct category for a
patent application, since every attempt to disconpablic interest, and administrative law from
patent law, as argued in the previous subsectimamediably puts in jeopardy the delicate
check-and-balances system of patent law, the “b@rga which the public side is remarkably

strong™™.

The issue, after the Ministerial Decree of June2®D8, setting for a system for prior art
researches, and allowing therefore the UIBM toatege patent application while specifically
arguing the lack of rfovelty, or “inventive stef following an examination procedure, makes
possible to renew the issue on whether the gerdalofright to patentas adiritto soggettivo

should be ultimately put in discussion.

Other elements, such as the crisis of the dogneatiegory ofconcessioniwhich are
more and more similar to a contractual relationstiih the Public Administration (especially in
the case of concessions granted for public wotksind the decadence of patents granted by the
UIBM due to the failure to pay granting fé&$ play in favor of expanding the category of
concessiondo comprise the right to patent, therefore arguimgt it should be aniriteresse

legittimg’.

The effects of this new qualification of “right fmatent” as anifiteresse legittini

however, will not have much influence on the legfiske scenario as per patent appeals, since:

(@) the main difference between the two dogmatategories is to found the

Administrative Tribunal’s jurisdiction on appeal® @administrative acts concerningteressi

30%d. at 364 (giving, as examplesaincessionithe granting of citizenship, the concession ofafseertain goods, the concession to manage the
tax collection system).

810 5ee MUsSQ supranote 284, at 541-42, which, notwithstanding haingued that right to patent is exclusive, has tiathat, historically,
patents do not exist independently from a grard pyblic authority. See also Vanzeltiggislazione e Diritto Industrialel, Rv. DIR. IND. 5,12-
13(2011),strongly rejecting the idea of any right to praetam unpatented invention, sinéewould be disruptive of the rationale itself aftpnt
systeriu

%11 Similarly, thecitizenship rightsare absolute rights, which the Public Authoritiasmot overcome, while at the same timertghbt to
citizenshipis a case ofoncessioneyhich is given generally following the match of t@én criteria set forth by law.

%12 See RBERTOGAROFOLI & GIULIA FERRARI, MANUALE DI DIRITTO AMMINISTRATIVO 775andff. (2" ed. 2009) (addressing the progressive
mutation ofconcessioninto public contracts

313 Which betrays the origins of patents as “bargaise® Code of Industrial Property, art. 75(1).
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legittimi®'* however, in case of patents, the special jurissiichf the Commissione Ricorsi

partially eliminates the problem to determine therect jurisdiction;

(b) however, the qualification asteresse legittimanay open the door to the validity
requirements of the administrative acts of the UlBNter the Administrative Procedure Act,
with particular reference to the caseectesso di poter@nd to the full application of the rights

of the applicant to participate to the procedunel @ access the documents thetEof

This conclusion may be upheld by a decision of@Gbenmissione Ricorsiself, in a 2003
case dealing with a peculiar kind of administratact issued by the UIBM,e. the act with
which the duration of a Supplementary Protectiortifi@te was recalculated pursuant to a new
method for calculation as set forth by a recentigated statufé®. The Commissionéeld that
such administrative actpégatively affects thiateresse legittimgpecifically recognizable to be
held by the holders of the certificates of whick turation has been recalculatéd’. This
obiter, however, is an important passage, since it has tegnized by th€ommissionéself
that (a) it may have jurisdiction anteressi legittimi(b) certain administrative acts affecting a

patent, without discretionary spaces, may be cafphizby the administrative judgé

Therefore, if non-discretionary acts which plajfuadamental role in patent-granting
procedure are deemed to be administrative act$y megpect to which the applicant has an
interesse legittimojt would be reasonable to infer that the “right gatent” is actually an

interesse legittimdatself.

As a conclusion, while the qualification of the gdwatic nature of the UIBM
administrative act, with which a patent applicatismejected, is generally held to be thgtto
soggettivo,under a different analysis, taking into accounwbatscent developments in the

proceeding before the UIBM, the nature of such slwtuld be deemed to be ameresse

14 See ltalian Cost., art. 113.

315 See Law 7 agosto 1990, n. 241, art. 21-octie®¢oesso di poteyeand art. 10 (on rights of the applicant).

%16 See Commissione Ricorsi, 3 ottobre 200®iin Ind. 503 (2003); decision commented by Marco LamandinDIr. IND. 517 (2003)
(however, the comment focuses on other groundstiteaqualification of the subjective situation bétpatentee as amteresse legittimp The
decision has been published in legal reviews anfpim of a maxim.

%17 «incide negativamente sull'interesse legittimo défeziato specificatamente riconoscibile in capditaiari dei certificate dei quali & stata
ricalcolata la scadenza

%18 Similarly, T.A.R. Lazio, sez. Ill, 30 ottobre 2008 7856, irTrib. Amm. Req2381 (2003), holding thattie jurisdiction of administrative
judges does extend (...) on every act which erastgrcpatent powers, (...) especially when it doeSle@ve to the Public Administration
spaces to exercise its power of discretidrhe dictumis clear to state that there is no need for dignrgo attract into the jurisdiction of the
administrative judges certain acts eliminating pateghts.
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legittimo, with the fullest application of the rights grantedthe applicant by the Law on the
Administrative Proceeding.
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4.DOUBLE SIDE OF “PATENT ABUSE”

After having briefly analyzed several patent systamd specifically the U.S. patent
system, the European system, and the Italian syséamother essential element has to be

analyzed in order to introduce this work: the cquiad “abuse” and its application to patent law.

An “abuse” may be defined athe departure form legal or reasonable use; mistiSe
the concept of abuse is therefore essentially dnkéh “misuse”, which may be used as its
synonym. The concept of “misuse” is essentiallkdith to two specific fields of the law: (a)
products liability, beingd defense alleging that the plaintiff has usedptueluct in an improper
mannet, (b) intellectual property law,e. the use of an intellectual property righo improperly

extend the granted monopoly to non-protected goods violate antitrust lai*?°.

Moreover, the concept to “abuse”, according toBleck’s Law Dictionary, and besides
its meaning of physical or mental maltreatméntas been used in shaping different doctrines,
to be applied in nearly every field of the law: frothe “abuse of discretion” in appellate
jurisdiction of the Court§’, to “abuse of processtf,e. improper and tortious use of a process
beyond its scopé’ to the ‘abuse of the writ doctrifiein criminal procedure, under which a
petition for habeas corpusnay not include claims that could have been raibedl,were not,

asserted in a previous petitién

The common law, in fact, does not know a coherahtise of rights” doctrine as the civil
law knows, but several different doctrines for gvepeciesof abuse, including equitable

defenses of “misuse” in some areas of law, sughtallectual property.

Contrarily, civil law, especially in France and @mamy, has crafted, during the centuries,
a coherentdoctrine of abuse of rightswhich has been used even in international law: it
expresses the principle under which person may be liable for harm caused by doing
something the person has a right to do, if the trighexercised (1) for the purpose or primarily

motive of causing harm, (2) without a serious aggltimate interest that is deserving of judicial

819B| Ack’sLAW DICTIONARY 10(9" ed.)
%209, at 1093.
%2114, at 11 (appellate court’s standard for reviewing a decistbat is asserted to be grossly unsound, unreadenilegal, or unsupported by

the evidency.
322 |d

3231d. at 12.
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protection, (3) against moral rules, good faith, essential fairness, (4) for a purpose which is

other than its legal purpo&&*.

The doctrine of abuse, which is an extremely ralevaature both in common and in
civil law, and it is held to be applicable to almesery area of the law; however, in some cases,

its application to patent law, which is the maireab of this research, is not totally cl&ar

For an investigation on how the doctrine of abugerates in patent law, this research

will follow two main divisions as essential stagipoints,i.e..

(a) a first division between theabBuse of rightscivil law doctrine and the &buse of
dominancg in antitrust law® this division, perhaps the most clear and stitéogivard, needs
always to be stressed, since dominance is thesthbtd” to which antitrust law on abuse of
dominance shall apply: moreover, there may be caseshich the abuse of dominance,
notwithstanding the presence of IP rights, doesmailve an abuse of such intellectual property

rights®®’, while in some other cases both abuses may benit&s

(b) as per the category o&bBuse of right§ another division may be found between the
“abuses of the right to patérdnd the ‘abuses of the patent rightsevery patent system gives
the inventor two species of rights, which may bgaobof abuse, the one being the right to seek a
patent for the invention, and the other being tights spreading from the patente. the

exclusive rights which may be used in the markegsfa

An abuse of the right to patent, in fact, does taée place in the market, but in the
relationship of the patent applicavis-a-visthe Patent Office, or the public administration; an
individual may abuse the rights conferred by thgalesystem in order to get unduly advantages
from it, with an ‘abuse of the patent systeran example of this kind of conduct may be a érau
on the Office in order to get a patent grantedpatenting strategies which make possible to

substantially circumvent patent law rules.

3241d. at 11 (abuse-of-rights doctririg see also, generally, Michelangelo TemmernTre Legal Notion of Abuse of Patent RightSCR
Trade Regulation, Working Paper No 2011/23 (2011).

325 Seege.g.,VINCENZO DI CATALDO, Art. 2584,in COMMENTARIO AL CODICE CIVILE SCHLESINGER42-43(3" ed. 2012).

328 For abuse of dominance, and generally on thetwiteing of antitrust and intellectual property lasge, for the most complete analysis,
WILLIAM C.HOLMES, INTELLECTUAL PROPERTY ANDANTITRUST LAW (2" ed. 2002)

%27 See Case 322/8Mederlandsche Banden-Industrie Michelin NV v. Com{t®83] E.C.R. 3461 (in which the holding Michelin of certain
IP rights, among which some important patents, degsned to be just one of the elements to demoastsatominance in the tire market).
%28 Cases will be better analyzed in the followingptkss: see, for the most famous, Cases C-241/94E@#2/91PRTE and ITP v. Comm’n,
[1995] E.C.R. I-743 [théagill case].

2% According to ltalian case lawe,g.,Cass. 17 maggio 2000, n. 6392; Trib. Modena, It2miire 2011, it is necessary to keep conceptually
distinguished the ‘right to patent’ and the ‘pateigthts’™ .
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On the other hand, thedatent rights are the expression of what has been argued to be
the “business side” of patent lawe. rights which explicate, and are used (and abusedha
marketplace, in the day-to-day relationship between undertaking, its clients and its
competitors; patent rights include the exclusivghts to make, use, or sell the patented
invention, and the right to license it. An abustb@nduct having at object such rights may be

called an abuse of patehbr, following the U.S. definition, agatent misuse

4.1. ABUSE OF PATENT SYSTEM

As analyzed in the previous sections of this Céragienerally patent systems all over the
world are made of “check and balances”; it hasmt®intivize research and development of the
“Science and Useful Aftsas in the words of the U.S. Founding Fathersiatiner being one of
the ways the Statgpfomotes scientific and technical resedrchs in the wording of the Italian

Constitution.

Moreover, in other legal systems, such as EU l&®, main concerns are related to
another interesting feature of patent lae,to the role of exclusive industrial rights in asago
dominated by a common market, and by strict cortipetirules which tend to avoid

segmentation in national markets due to differemmsnational laws on intellectual propetty

Therefore, the aim of patent system, from whiah idsasons of its possible abuses may
spread, is entwined with two public interests, bibkl progress of science and the development
of a common market, in which intellectual propeihts, while being positive values, have to

be harmonized instead of being mere factors ofrdittes among Member States.

In U.S. law, some conducts which may be deemdzbtabuses of patent system are the
so-called fnequitable condutt i.e. the procurement of a patent with fraud on the RaDgfice,
which will be analyzed in detail in the next chapter other conduct such as theubmarine
patent or the ‘patent evergreenirign pharmaceutical industry. In the latter conduwttually,
competition concerns are entwined also with corseetated to the “Progress of Useful Arts”,

i.e.the constitutional mandate given to the Congresmnacting the patent system.

330 segmentation of the common market in smaller natimarkets is among the major concerns of EU ctitigrelaw; seeg.g.,Cases C-56
and C-58/64Consten and Grunding v. Comm[t966] E.C.R. I-299 (on exclusive distribution agmeents). See, for an outline of EU antitrust
policy, Mario Monti,European Competition for the 2 Century,FORDHAM CORP. L. INST. 257-8 (2001).
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Italy, as per abuse of patent system, is one efntiost interesting legal systems to
analyze, since there has not been an examinatomegure before 2008 before the Italian Patent
Office, therefore some discussions arose, in wthehmain issue was related to the validity of
certain patents issued (without a prior examinatimainly on car spare parts, which allegedly
consisted in dbuses of patent systemommitted by car producers in order to gain a ohamt

position on their respective spare parts market

The classical scheme under which abuse of pajsters is carried out, however, is a
distorted use of national rules of procedure reldatepatent prosecution before the Office; for
instance, the strategy o$tbmarine patentswhich will be analyzed in better detail in thext
Chapter, was founded on the distorted applicatibncextain rules of patent prosecution
procedure before the U.S. PTO, before said rule® vaenended to avoid other inventors to

pursue the “submarine” strategy.

While not necessarily entwined with competition, Some cases aabuse of patent
systemmay arrive to impair or damage competition, anddfoe will entwine withantitrust
law; on the one hand, under tt@mmon law fraud doctrin¢he fraud on Patent Office spoils the
patentee of its patent exception, making the SherAa applicable to the statutorily granted
patent monopoly*? while on the other hand, specifically in EU lawe conduct of a patentee
which had submitted false information to severalu® and patent offices in order to
illegitimately expand the protection granted tdyt supplementary protection certificates, was

held to be an abuse of dominant position carrigcgsaid undertakirg’.

4.2 .ABUSE OF PATENT

The broad set of rights coming with the grant ph#entj.e. patent rights, encompasses a
series of exclusive rights: the patentee, aftegti@ating, has thegkclusive right to sell, make,
use, or license the patented inventifj differently than as per the rules concerning the

relationshipvis-a-visthe Patent Office, or the public administratiorganeral, whose defect may

%1 3ee, generally, Autorita Garante della Concorrendal Mercato, Segnalazione AS029 (Aug. 29, 198Ky Frignani & Valeria Pignatd,a
tutela della creativita nel modello ornamentalengmarticolare riferimento ai pezzi di ricambiio, Riv. DIR. IND. 89 (2005).

332 seeWalker Process Equipment, Inc. v. Food Machinei@i8emical Corp.382 U.S. 172, 173-4 (1965).

33 See Case T-321/0BstraZeneca AB v. Comm2010] E.C.R. 11-2380.

33435ee 35 U.S.C. § 271(a).
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found an abuse of patent syst&nthe patent rights are absolute, and, as a matterinciple,

there is no positive rule regulating their exercise

Some limits may therefore arise from specificigtaty bans, mainly linked tantitrust
rules on abuse of monopolies (if the patent is blpt give the patentee a monopoly, which is
often not) or to specific rules on unfair competiti however, these bans are limitations patent
rights are subject to, and when not respected netlfound a claim of “patent abuse”, but more

correctly a claim under unfair competition laws aedulations.

A general rule of abuse of rights exists in claiv, and it applies in general to every kind
of rights® and its application to patent law, although uaclén its specific terms, is
undisputed?®,

Another important feature of th@Buse of patent rightgs its interconnection with the
“abuse of dominance”; the most relevant cases iitctwan abuse of IP rights has been found,
both in the U.S. and in Europe, are related to ttallimgs which had a dominant position on the
markets of their respective patented products,cudd therefore leverage a patent in order to
gain unduly advantag&s; it goes without saying, that abuse of dominansifan is not
necessarily linked to an abuse of patent rightg)jgopossible to carry out an abusive conduct

without leveraging on patents, and vice versa.

It is now the occasion to recall the distinctiorada by the U.S. Supreme Court in
Densmore v. Scofieldpack in 1880, betweenpétents rightfully issuédand “patents not
rightfully issued®?® patents rightfully issued areproperty, and are surrounded by the same
rights and sanctions which attend all other prop&it®. Therefore, ambuse of patennay only
refer to arightfully issued patentior which the applicant has not distorted the passstem in
order to get a protection that he did not deserved.

The patents not rightfully issuedherefore, may be evidence of anpriori abuse of

patent system, as it appears to be the caBemsmorecase in which different testimonies of a

335 See Temmermasyupranote 376, at 6.
%36 Seege.g.,VINCENZO DI CATALDO, Art. 2584,in COMMENTARIO AL CODICE CIVILE SCHLESINGER42-43(3" ed. 2012).
37 Seeg.g.,Case T-201/04\licrosoft Corp. v. Comm’rj2007] E.C.R. 11-3619
zzz Densmore v. Scofield02 U.S. 375, 378 (1880).
Id.
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series of witnesses declared that the patentechiiiovewas indeed unworthy of constituting the

basis for a valid patefif.

3401d. at 378 (citingdrown v. Piper91 U.S. 37).
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5. CONCLUSION

This introduction has gone through the main issngbe three patent system that have

been selected to carry out this wark, Italy, the European Union and the United States.

All of them have a different history, and theistary has brought them to have different
relationship between intellectual property law aothpetition law: from a country, such as the
U.S., in which a patent system is specifically grded in the Constitution since 1787, to a
multinational entity, such as the EU, where a commntellectual property law is still young and

still has, especially as per patents, uncertairldgvnents.

The abuses which may be connected to the remarisatiing and valuable economic
rights conferred by the granting of a patent simait be underestimated: on the one hand,
competition law will strike down those abuses whaynmpair competition, while on the other
hand the general doctrine of abuse, in all thellsgstems under analysis, although going by
different names and labelpdatent misuse, inequitable conduct, abuse of r)ghssthe main
weapon the legal system has to strike down harodotuct committed by patentees by using

their statutory rights in a matter that is contraryheir respective scope.

The next three Chapters will go through the anslg$ doctrines of abuse in the three
legal systems: after having analyzed the U.S. pacudoctrines of patent misuse and
“inequitable condutt the work will go through the results reachedHBly and Italian law, both

in the case ohbuse of patent systeand in the case @buse of patent rights

In this analysis, the role of competition law amditrustprinciples is remarkably strong;
although IP law and competition law seem to betlagtical, the one granting exclusive rights
and the other attempting to limit them or to cathiem to the common good, they both share the

same aimi.e. fostering the efficient functioning of the marketpé.

As a conclusion, notwithstanding the reductiorpatent law to the final aim to improve
and foster efficiency, it has to be rememberedrits, and perhaps more noble, vocatian, in

the words of the U.S. Founding Fathers,“®rgress of Science and Useful Arts
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CHAPTER ||

PATENTMISUSEDOCTRINE INU.S.LAW: RATIONALE, BIRTH, RISE AND FALL.

1. PATENTS AND COMPETITION : A DIFFICULT COHABITATION ;1.1.HOwI.P.RIGHTS MAY INFLUENCE

COMPETITION; 1.2. THE INFLUENCE OFSHERMAN ACT 18900N U.S.PATENT LAW. 2. ABUSE OF PATENT : THE

PATENT MISUSE DOCTRINE; 2.1.HISTORY AND BACKGROUND OFPATENT MISUSE 2.1.1.Leading cases ahisuse
2.1.2.Interconnection with antitrust lav2.1.3.Progressive narrowing ahisusedoctrine in U.S. law2.2.

ANALYSIS OFPATENT MISUSE DOCTRINE 2.2.1.Nature of equitable defens&a?2.2.Unenforceability of the misused
patent 3. ABUSE OF PATENT SYSTEM; 3.1. INEQUITABLE CONDUCT, 3.1.1. The inequitable conduct as an “abuse of
patent system”3.1.2.Abusive enforcement of an invalidly procured paBatOTHER ABUSIVE CONDUCTS3.2.1.

Trolls and Submarineg.2.2.Patent “evergreening’

After having analyzed the definition and the bthaaf patent abusethis Chapter will
focus mainly on how U.S. law has dealt with caddsoth abuse of patent system, and abuse of
patent. United States law deals with patents oayata-day basis since the XIX century, and due
to the importance of this field of law into U.Saptice and its overall economy, it is inevitable
that some conducts and business methods have kasited, and duly sanctioned by Courts, to

extend patent protection in allegedly abusive ways.

Such ways to usedctius abuse) a patent can be grouped in several casgbrst and
foremost, it has to be recalled that a patent, raieg to the most common definition given by

U.S. case law itself, is agbvernment-granted monopbly therefore patents by nature conflict

! Seege.g.,among the most recent decisions by U.S. fedetats@rendx Enters., Inc. v. All-Luminum Prods., Ir856 F.Supp.2d 661 (D.N.J.
2012);Callaway Golf Co. v. Kappo802 F.Supp.2d 678 (E.D.Va. 2011).
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with competition law; a patent system may createngporary monopoly on an invention, which
is however necessary in order to foster and inegetiinnovation; from this complicated and
challenging relationship, problems may arise, ilatien to certain conducts that are aimed to

negatively affect competition by way of a patent.

Therefore, among the several ways to abuse a tpatem so-calledpatent misuse
doctrine, standing at the border betwemmtitrust and patent law,has a leading role. The
doctrine, in a nutshell, can be expressedaasitlation of antitrust law by the patentee may,
subject to certain conditions, constitute a defettsa suit for patent infringement under the
rubric of patent misuse, at least until the adveedtect of the misuse are purged by the

patentee®.

Patent misusewhich constitutes the core of the relationshipMeetn competition and

patent rights, will be analyzed in details throdlgé following sections.

Before starting such analysis, it is worth to fe@n the relationship between innovation
and competition, analyzing the effects and, esfigcthe influence of a developed patent system
on competition itself; on this sense, the impacthef 1890 Sherman Act on a then one-century

old U.S. patent law constitutes one of the mosiregting examples.

2 SeeMARTIN J.ADELMAN, RANDALL R.RADER, JOHN R. THOMAS, CASES ANDMATERIALS ON PATENT LAW 791-2 (3 ed. 2009). The literature
on patent misuse is extremely broad, seg,Maffei, The patent misuse doctrine: a balance between PRights and the Public Intere&2 J.
PAT. OFF. SoC'y 178 (1970); KobakThe New Patent Misuse Lawj, J.PAT & TRADEMARK OFF. SOC'Y 859 (1989); Feldmarthe insufficiency
of Antitrust Analysis for Patent Misuse — The €atiBalance, a Patent Lawyer’s viebf FED. CIR. B.J.69(2005);McGowan,What tool works
tell us about tailoring patent misuse remediE&]l Nwv. U.L. REv. CoLLOQUY 208(2007).
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1. PATENTS AND COMPETITION : A DIFFICULT COHABITATION

1.1. How|.P. RIGHTS MAY INFLUENCE COMPETITION

“Competition” its, by itself, a vast term, compng various elements: undertakings may
compete both on price, and on other competitiveerieyes. Certainly, among these other
competitive leveragesinnovation is the most powerful; pursuing innovation, and pedh
incentivizing it with the granting of exclusive hty such as patents, may influendyrfamic
efficiency of the marketsj.e. the level of efficiency reached in the market wlagpropriate

incentives exist to increase productivity and ergagnnovative activity over tinfe

Innovation, however, does not only deal with teesarch of new methods or processes to
make better or cheaper goods, but it is often eeviwith deeper concerns, often encompassing
public interests and politically delicate issuedaivif letting the pharmaceutical industry be
monopolized by one gigantic firm should reveal &the only way to concentrate resources to

have life-saving drugs in the futufe?

The clash between innovation and competition issane debated on the two sides of the
Atlantic: in Europe, the main concern addressegé#ualiar nature of European IP law, which is
less more than a tool to regulate competition, regsly grounded in the Treaty-basadtitrust
rules, while in the U.S. the issue is, as will be anatyavhile going through the history pétent
misuse doctrinefocused on the influence competition has had af-@stablished IP law

principles.

The main issue, in the intertwining of competitiand IP law, especially patent law,
deals with the effects on the marketplace of thentyng of an exclusive right; the issue is
particularly delicate as per patents, which, adogydo the traditional definition given by U.S.

case lav, are ‘government-granted monopoliés

3 Seeg.g.,Miguel de la ManoFor the Customer’s Sake: The competitive EffecEffafiencies in European Merger Contrénterprise Papers
No. 11, 8-14 (2002).

4 This and other issues are addressedaimiBN CHALMERS, GARETH DAVIES, GIORGIO MONTI, EUROPEANUNION LAW 915-16 (2° ed. 2010).
®Seege.g.,D.S. Evans and R. Schmanlenseme Economic Aspects of Antitrust Analysis in Byoally Competitive Industries
INNOVATION POLICY AND THE ECONOMY, VOL. Il (Jae, Lerner and Stern eds. 2002)

® Seege.g.,JEFFREYL. KESSLER& SPENCERWEBERWALLER, INTERNATIONAL TRADE AND U.S.ANTITRUST LAW 386 (2 ed. 2006); Besen &
Raskind An Introduction to Law and Economics of Intelle¢tBeoperty,5 J.ECON. PERSR 3 (2001).

" Seesupra,Chapter |, § 1.
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Notwithstanding this long-lasting legal definitioit is arguable that patents, although
being exclusive property rights on an inventior, ot necessarily “monopolies” in an economic

sense, and the last developments of U.S. casertim ine with this economic doctrife

The word “monopoly”, in fact, means different thgmin different disciplines, and it may
have a double meaning in law and in econotfidaidge Richard Posner once explain@atént
confers a monopoly in the sense of a right to eeclothers from selling the patented product.
But if there are close substitutes for the paterpedduct, the patent “monopoly” is not a
monopoly in a sense relevant to antitrust 1&wPosner itself argued in one article, two years
later, that the use of the word “monopoly” as perrights though common, is unfortunate,

because it confuses an exclusive right with an @ein monopol/™2.

Another point, often raised by economists as (fferces of a patent (or copyright) on
competition is the presence of a well-developecclblanarket for a series of patented or
copyrighted goods; for instance, pharmaceuticatlpets (or, in copyright law, CDs or DVDs),
which are protected by IP rights due to their hdgeelopment costs, are extremely cheap to
manufacture or copy, and black market sellers nedlytisem at very low price if compared to

their respective patentees, while still earningsiderable profits.

However, there has not been always a consenswsdeconomists on the nature of the
“monopoly” granted with the patent; as will be aedun the following sections, the impact of a
newborn competition law, especially in the U.Sastled with anti-monopolistic sentiments
generally shared and rooted in the U.S. society,these two elements brought to a real patent-
hunting period during the first half of the XX cang in U.S. Courts; the general patent-plus-
market power presumption, although some excepfionss generally applied from both lower
Courts and the Supreme Cdurt

8 Seee.g., Trendx Enters., Inc. v. All-Luminum Prodsc, J856 F.Supp.2d 661 (D.N.J. 2012) (among the lastscastting forth this traditional
definition of a “patent”).

® Seelllinois Tool Works, Inc. v. Independent Ink, In647 U.S. 28 (2006); KRISTOPHERR. LESLIE, ANTITRUST LAW AND INTELLECTUAL
PROPERTYRIGHTS53(2011).

% See [ESLIE, supranote 9, at 54.

11 Asahi Glass Co. v. Pentech Pharm., 1889 F.Supp.2d 986, 995 (N.D.IIl. 2003) (Posnet, J.)

2 See Richard Posndfransaction Costs and Antitrust Concerns in theshiing of Intellectual Propertin LESNOUVELLES (Mar. 1, 2005).

3 This point is raiseds.g.,by James M. Seller§omment: the Black Market and Intellectual Propes potential Sherman Act Section Two
Antitrust defense4,4 ALB. L.J.ScI. & TECH. 583 (2004). Should the black market sales be irdud the relevant product market, therefore
influencing the alleged dominant position of thiegéd abuser?

 The most relevant exception isNtorthern Pacific Railway Co. v. United Stat8§6 U.S. 1 (1958), a Sherman Act case in whiclSiifereme
Court held thatit is common knowledge that a patent does not awayfer a monopoly over a particular commodity ;(as)a matter of fact,
the defendant offered to prove that (...) were rgaaliailable (...) substitutes for its machines (a fhat the Government did not controvért)
notwithstanding this holdindyorthern Pacifiqalso known agnternational Saltfrom the name of one of the main defendants irctse)
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On the other side of the Atlantic, in European,l#ve presumption of dominance for the
proprietor of an IP right, even a patent, has némend a widespread applicatinthe histories
of the two legal and economic systems are differantd EU law has generally addressed the

intertwining of antitrust and intellectual propetayv by starting from the formé&t

Europeardoctrine generally argues that IP rights are notohopolie% in an economic
sense of the word, while merely conferring to thener an economic advantage on the
marketplace; when the undertaking couples them wiitler factorsi(e. barriers to entry), it is
very likely that it will try to use its IP rightdrategically to drive competitors off of the market

and perhaps it may fall into some of the conduategoned by antitrust laf

Moreover, European law scholars and economistgewhiginally having addressed the
issue of the intertwining of intellectual propedyd competition law pointing out to the inherent
contradictions in the two subject matters, the firenting an exclusive right and the latter trying
to prevent the developing of dominant positira more modermloctrine, more grounded in
economic analysis, tries to strike a balance batwke two subject matters, converging, at least
in the long term, towards the aim to foster innavati.e. dynamic efficiency in the

marketplac®.

Conclusively, the relationship between competiiod intellectual property law is one of
the most delicate issues in both patent and asttitawv, in the U.S. as well as in Europe: on the
one hand, the granting of exclusive rights, althojugtified by meritorious policies of fostering
innovation and development of Science, may haveftett on competition, as an element to

create or help creating dominant positions on #éievant market on the protected good; on the

remained an exception, and for half a century therCcontinued to retain its market power presuampthat if a product is patented, the
patentee must retain market power on it.

1% See [ESLIE, supranote 9, at 55-56; Regina A. DeMémsing the Presumption of Market Power for Antitf@arposes, and its Affect on the
Software Industryl4 SANTA CLARA COMPUTER& HIGH TECH. L.J.491 (1998).

® However, IP rights have been repeatedly analysezha of the factors to take into consideratiothéanalysis of dominance; see Case
322/81 Nederlandsche Banden-Industrie Michelin NV v. Conitt983] E.C.R. at 3461.

" Main reason of this approach may be found in #rg structure of the European Communities; origjnahe Treaty of Rome included rules
of competition (which, before that year, had hagdarce diffusion in European law aghalctring but no rules on IP rights; therefore, the culture
of competition spreading from the EEC, fosteredltmt the Commission and the ECJ, had to start &@aveloping antitrust law, which could
not touch (if node relatg the issue of IP right#\ fortiori, such rights were deemed to be “positive values”werk left to national law. On the
contrary, U.S. law addressed from its beginningmiaand antitrust law with equal power from the @siuthe first cases stepped in facing a
well-developed patent system, and the clash betegeal powers, fostered by societal anti-monopolggntiments, was therefore inevitable.
18 Seege.g.,.Emanuela Arezzdntroductory Notes Regarding the intersection bemwintellectual Property Rights and Competition LE®88-
2011),in CONCORRENZA EMERCATO. ANTITRUST, REGULATION, CONSUMER WELFARE INTELLECTUAL PROPERTY420 (2012).

¥ Seeg.g.,C.E. MezzettiDiritti di proprieta intellettuale e abuso di pogine dominantein 3DIR. IND. 245(2008).

2 see R. Pardolesi & M. GranieRroprieta intellettuale e concorrenza: convergefimalistica e “liaisons dangereusesih V FOROIT.,193
(2003); moreover, L. PeeperkotR, Licenses and Competition Rules: Striking thehRRplancejn WORLD Comp. 523 (2003).
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other hand, IP rights are proved by economistarprave dynamic efficiency, and lastly to

foster innovation, which is one of the main levasgf competition.

The following section will analyze one of the ma@xamples of the influence of
competition concerns on the granting of intellecpraperty rights, specifically the development
of validity requirements of a patent in the liglitommpetition law, with particular reference to
the ‘inventive steprequirement: reference will be made to U.S. dasedating back to the first
half of the XX century,i.e. shortly after the passing of the Sherman ?Actvhich first
competition law in the United States. This briedtorical digression will be useful to explain the
influence of competition law on the very way in wiipatent cases were decided shortly after

the passing of the Sherman Act.

1.2. THE INFLUENCE OF SHERMAN ACT 1890 ON U.S. PATENT LAW

Back in 1890, the U.S. patent system was alreadwry and well-developed, while
antitrustlaw was at its beginning; when the Sherman Ad,fitst antitrust statute in the world,

was enacted by the Congress, U.S. patent law Ina@adgl reached a considerable evolution.

During the XIX century, U.S. Courts had alreadgided a number of landmark patent
cases, whosdicta are still today good law: it is essential to récainong the most important,
Lowell v. Lewis,a 1817 opinion delivered by the Circuit Court oaddachusetts, and dealing
with utility requirements for a patented invenfigrand the first case shaping the doctrine of

experimental usalating back to 1877 and decided by the Supremet€o

The Patent Act itself had been amended severaistifnom its inception to the date in
which Sherman Act was passed by Congress: afted7® Reform Act, Congress enacted
another amendment in 1836, restoring an examinatystem and giving life, as mentioned in
the previous Chapter, to the U.S. Patent and Trade@ffice; a last amendment was passed in
1870, emphasizing the importance for patenteesrégsstheir proprietary interests in distinctly-

drafted claimé’. Starting from the provisions introduced by theediamendments, litigation

2L Sherman Antitrust Act, 26 Stat. 209, currentlyll5.C. §§ 1-7 (Jul. 2, 1890).

2 owell v. Lewis15 F.Cas. 1018 (C.C.D.Mass. 1817).

3 City of Elizabeth v. American Nicholson Pavement €bU.S. 126 (1877).

24 See MELMAN, supranote 2, at 11-13; RAIG A. NARD, THE LAW OF PATENTS 19(2008); John F. DuffyThe Festo Decision and the Return of
the Supreme Court in the Bar of Pater®3p. CT. Rev. 273,308(2002), addressing the history and the nature ®fpalaims, whichwas an
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often arose, culminating to the U.S. Supreme Caunich issued a series of decisions which
shaped fundamental judge-made doctrines followidldaday, such as non-obviousn&sprior
usé® and experimental u$e In this work, a fundamental role in the developmef these
doctrines in U.S. patent law has been played byticdusJoseph Story (1779-1845);
notwithstanding its short life, Justice Story seihem the bench of the Supreme Court for about
thirty years, and, especially during its previoesvge as a Judge for the Circuit Court of
Massachusetts, was the author of landmark decisiomatent law, including the often-cited

Lowell v. Lewi&.

Therefore, Sherman Act suddenly stepped in, atrtidlelle of a well-developed and solid
patent system, whose most important doctrines lead Bhaped by the work of excellent jurists
and by Supreme Court landmark judgments. And it wasmore than ten years after the
Sherman Act was passed by Congress, that startshte up before the Courts several cases, in
which an alleged extension of a patent monopoly @veas not covered by statutorily-granted
patent rights was first argued as an equitablendefagainst charges of patent infringerfent

The first case dealing with what later would haaeeome th@atent misuseoctrine was
decided in 1896 by the Court of Appeals for tieGBreuit’®. The case was decided by a panel of
three judges, among which also sat a nearly 40-gldawilliam Howard Taft (1857-1930), later
President Taft and Chief Justice PaffThe case, together with the other decision wigate

rise topatent misuseéoctrine, will be better analyzed in the followisgction.

It was not until the Great Depression that theflerirbetween patent law and antitrust
law reached its maximum intensity, arriving, togethvith all its inherent contradictions, to
attempt debunking long-lasting doctrines of patant

Generally, judges upheld the common sentiment agamonopolies which emerged

among the U.S. society in the Depression era, lsowang more and more the “business law

side of patent system, treating patent licensing eertain acts of patent enforcing per se

innovation of patent attorney;ccodified in the 1836 Patent Act Reform. Seetlun last point, N.J. BrumbaugHjstory and Purpose of Claims
in United States Patent Lad4 J.PAT. OFF. SOC'Y 273(1932).
% Hotchkiss v. Greenwog82 U.S. 248 (1850).
% Woodcock v. ParkeB0 F.Cas. 491 (C.C.D.Mass. 1813).
27 City of Elizabethat 126.
2 owell, at 1018.
2 See MELMAN, supranote 2, at 791-2.
zcl’ Heaton-Peninsular Button-Fastener Co. V. Eurekactiity Co.,77 F. 288 (6 Cir. 1896).
Id.
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antitrust violations?. This anti-monopoly sentiment lasted for some desastill in 1967 a
Court of Appeals ruled that a licensing agreemeittt which parties undertook to use only the
patented product, and not like products sold bymstitors, was a violation of Sherman Act; in
the words of the Court,ntither Congress or the Court may exercise or agpl patent
authority in such manner as to give to the patemeee than the rewards of its discovertftijs
reward being means normally and reasonably adapted to secureirpag/ reward for the

patent monopoly°.

Additionally, another influence of the newborn 8han Act can be found in some
Supreme Court cases, which created stricter armtlesttests for thventivenessin order to grant
patent protection and qualify for a patent. Theletan of the doctrine of non-obviousness,
which currently finds its statutory basis in Sewtib03 of the Patent Act, is one of the most

evident consequences of such a long-lasting protess

In order to better understand the influeacgitrustlaw had on the patent system, a quick

glance to the evolution of non-obviousness doctisnéherefore, essential.

Starting from the First Patent Act in 1790, the @ntton had to be “sufficiently
important” for the granting of a patent, therefoegcluding mere changes in material,
proportions, or mere combinations of known mechasid The doctrinal consequence of this
wording remained unclear since the statute wastedaantil, for the first time, the Supreme

Court issued its opinion iHotchkiss v. Greenwodd

In this 1850 case, which is considered the fastdmark on the road to Section 103, the
invention deemed to be non-patentable waseav‘and useful improvement in making door and
other knobs of all kinds of clay, and in porcetdih The opinion, delivered by Justice Nelson,
held that the improvement consisted in that casedthing more than the already-known
superiority of the material for making the knobsd dhis, of itself, could never be the subject of

a valid pateri; the improvement, as in the principle expressethbyCourt, lacked thatiegree

32 See MELMAN, supranote 2, at 13-14; ARD, supranote 24, at 22 gince 1930, the Court approached patents with aigdeal of suspicidi).
% Hensley Equip. Co. V. Esco Carf83 F.2d 252, 260 {5Cir. 1967).

% See35 U.S.C. § 103.

% SeeP.J. Federico, The First Patent Airt, 14 J.RT.OFF.S0C' Y 237,250(1932);P.J. Federico, Operation of the Patent Act of 1790,
J.PAT.OFF.SOC Y 237(1936).

% Hotchkiss v. Greenwoo8?2 U.S. 248 (1850).

71d. at 248-9.

% 1d. at 266.
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of skill and ingenuity which constitute essenti@ngents of every inventignin other words,

“the improvement is the work of the skilled mechamitthat of the inventd?®.

These word continued to echo both in future patase law, and in all the discussions
leading to codification of Section 103 in the 195&ent Act®; Hotchkissarticulated a doctrine

focused on theifiventivenessf the invention”, a vague, quixotic and absti@mcept, which in

¥ “inventive skill*?

the following years took the forms ahVventive effor and ‘that impalpable

something*®, just to cite the most significant outcomes.

The stepping in of the Sherman Act and the antropoly sentiment in the first half of
the XX century led the whole system to pressureettagling the incentives of the patent grant.
The Supreme Court played a main role in this stgldown of patents, and such a “patent-hunt”
era reached such proportions that Justice Jackslorcdmpelled to lament in dissent, in a
guotation that has become famous among patent tawymat the only patent that is valid is one
which this Court has not been able to get its hasni$’. This observation had been preceded by
the standard, set forth by the Justice€umo Engineering Corp. v. Automatic Devices Coirp.
which the U.S. Supreme Court enucleated the ineentequirement, holding thathe new

device must reveal the flash of creative getifus

Both patent lawyers and judges felt that the auteof the Court with thilash of genius
test was not a flash of genius itself. It was noghiess than a frontal attack to the whole patent
system: there is nothing more subjective, in fHwf a definition oflash of geniusHow much
flash, and how muclgenius,will be able to overcome this test? As Judge LedrHand once
said, this testis as fugitive, impalpable, wayward, and vague amtbm as exists in the whole
paraphernalia of legal concept€; so strong has been the influence of the newbommpetition

law on the patent system.

After World War 1l, however, the United States moluthemselves in a prominent position

among the other countries, and, together with thae$ Union, the main actors of world politics

*®1d. at 267.

40 Graham v. John Deere C&83 U.S. 1, 3-4 (1966) (Clark, J.) (“the 1952 Ratsct was intended to codify judicial precedentsbeacing the
principle long ago announced by this Courtintchkiss v. Greenwodyd

4! Smith v. Goodyear Dental Vulcanite C83 U.S. 486, 487 (1876).

42 Ansonia Brass & Copper Co. v. Electrical Supply,@d4 U.S. 11, 18 (1892).

“*McClain v. Ortmayer141 U.S. 419, 427 (1891).

44 Jungersen v. Otsby & Barton C835 U.S. 560, 571 (1949) (Jackson, J., dissenting)

5 Cuno Engineering Corp. v. Automatic Devices Caft4 U.S. 84, 90 (1941).

46 Harries v. Air King Prod. C0.183 F.2d 158, 162 {2Cir. 1950) (Hand, C.J.).
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and economy, with a leading role in innovation andevelopment of science. In this scenario, a
strong patent system was held to be necessarydlyoainnovation and research; U.S. Congress
therefore passed a new Patent Act in 1952, seftirth, as per standard of inventiveness, an
objective test for non-obviousness of the claimadention in the new wording of Section 103;
such wording was deliberately and directly takemnfrHotchkiss,and was deemed to direct
Courts to determine patentability by means of ajealve comparison between the claimed
invention and the prior art at the time of the imen itself, taking place from the viewpoint of a

person skilled in the dft

A decade later, the Supreme Court finally construeith the so-called “Trilogy”
(Graham, Cook Chemical, Adajnshe basis for a modern, objective doctrine of -non
obviousness, applying the objective Section 103 #&ssthe correct test for patentabfifty

However, the Trilogy still had some subjective edets which remained inherent in it.

The continuing importance of thikesh of geniusalthough transfigured into an objective
standard, may be witnessed by one of the most fan@abes of patent advocacy, which happened
in Adams,one of the cases of the Trilddy The patent at issue had been granted for a “wet
battery”, which contained water, rather than thelawsed in the prior art references; when
Adams’s counsel started to argue the case befaeltistices, he was reported to have a
specimen of the invention with it; before startimg argument, he dropped a tiny Adams battery
in his glass of water, and the battery immedialélg small light, which remained burning for
the remainder of his arguméhtJustices couldn't stop curiously observing theeirtion, and
Adams’s counsel understood that a purely subjealeenent offlash of geniusalthough the
decision itself was grounded in more objective argnts, still played a role under the new

doctrine™.

This digression about non-obviousness requirenagrat,the development of an objective
non-obviousness doctrine, is an evidence of the wdlich has been played by antitrust anti-

monopolistic principles in the field of patent law.

4735 U.S.C. § 103; SeeDELMAN, supranote 2, at 14-15.
“8 SeeGraham v. John Deere C&83 U.S. 1 (1966)Jnited States v. Adan383 U.S. 39 (1966)
49 Adamsat 40. See alsoARD, supranote 24, at 339 arfil; Giles S. RichThe Vague Concept of “Invention” as Replaced by§ af the 1952
Patent Act14 F=D. CIRCUIT B.J.147 (2004).
:cl’ SeeMARTIN J.ADELMAN, RANDALL R.RADER, GORDONKLANCNIK, PATENT LAW IN A NUTSHELL 163 (2008)
Id.
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However, this long quest for objective standardnoh-obviousness is just a small

introduction to the overall, more complex, conflietween patent and antitrust law.
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2.ABUSE OF PATENT : THE “P ATENT MISUSE’ DOCTRINE

2.1. HISTORY AND BACKGROUND OF PATENT MISUSE.

The struggling relationship between patents aridrast law finds one of its main results
in the U.S. legal doctrine gfatent misusea judge-made doctrine which is essentially at the
borders of patent and antitrust law and, by itsurgtis a peculiar and unique feature of U.S.
patent law, dictated essentially by the difficudhabitation between a solid patent system and a

newborn antitrust law during the first half of XX¢mtury.

As mentioned above, this struggle gave life toctgr and stricter requirements for
patentability, especially in relation to non-obsoess, while the evolution of antitrust doctrines
and economic analysis stressed for a wider anatyglse phenomenon of the intersection of the

two subject matters; and it is in this scenarid faaent misusdoctrine stepped in first.

This doctrine is grounded in a policy-based desirgrevent a patentee to obtain market
benefit beyond that which inheres in the statufmatent grarit®? starting from the wording of
the Patent Act in § 154,e. the grant of patent rights the Federal Circuit iMallinckrodt
recalled the policy-based origins of timsusedoctrine®. The right to exclude, according to the
reasoning of the Court, may be waived in wholengpart, and the conditions of this waiver are
subject to patent, contract aadtitrust law the concept opatent misusarose, as an equitable
defense, to restrain practices that did not in gSewes violate any law, but that drew
anticompetitive strength from the patent right, ahds were deemed to be contrary to public
policy, which was deemed to be preventing a pagefrtem using his patent to obtain market
benefit beyond that which inheres in the statuatent grart.

The Supreme Court itself, starting from the fysars of the XX century, just a decade
after the Sherman Act was passed by the Congressedsto draw a line between legal and
illegal ways to use a patent; a seminal case, wimethyzedpatent abusén a broader scenario, is

E. Bement & Sonsn this opinion, delivered by the Supreme Court®92, the issue before the

%2 Mallinckrodt, Inc. v. Medipart, Inc976 F.2d 700, 704 (Fed. Cir. 1992).

%335 U.S.C. § 154 @very patent shall contain... a grant... for the tefreaventeen years... of the right to exclude othens making, using, or
selling the invention throughout the United Stat&...

® Mallinckrodt, at 703-4.

5 1d.; seeE. Bement & Sons v. National Harrow Cb86 U.S. 70, 91 (1902).
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Justices was related to the terms and conditions lafense contract under the newtitrust
standards, and in their reasoning expressed a aewieww upon the limits of the statutory
granting of patent right&

After having offered citations from cases in whpattent rights were limited for purposes
of public safety’ and for the exercise of a public servftdeld, as a general principle, thété
rule is, with few exceptions, that any conditiortgcl are not in their very nature illegal with
regard to this kind of property, imposed by theep&e and agreed to by the licensee for the
right to manufacture or use or sell tfigatented]article, will be upheld by the courts. The fact
that the conditions in the contracts keep up thenapoly or fix prices does not render them

illegal.”

Among the “few exceptions” reminded by the CouarEi Bement & Sonshe principal is

the illegal attempt to broaden the statutory graptf a monopoly by “misusing” the patent.

As a preliminary consideration, it has to be seesthatpatent misuses an equitable
doctrine, which has been born and raised by judpriactice®. Congress, as it will be analyzed
later in detail, upheld the judicial creationpdtent misuseoctrine, while saying what it is not;
section 271(d), as amended in 1988, sets forthriassef conduct which may not provide the
basis for findingmisuseor illegal extension of patent rights, includirgfusal to license or use
any rights of the patefit

Therefore, as will be analyzed in the followingosections patent misusewhich was
born from the intertwining between patent law amtitrust anti-monopolistic principles, has, in
a first time, taken an acceleration in judicialgtige, which has been coincident with #veti-
patent eraabove recalled in relation to standard for noniobsness and inventive step; in the

most recent decades, especially after the inceptidhe specialized and “patent-friendly” U.S.

*E. Bement & Sonsit 88-91.

571d. at 90-91 (citingPatterson v. Kentuck@7 U.S. 501 (1878) (dealing with a patent on ehweiof burning oil for public illumination
purposes, which was held to be dangerous for thécptherefore prohibited by Kentucky officers)).

*81d. at 91 (citing, among otherState ex rel. Baltimore & O. Telegraph Co. v. Balephone C023 F. 539 (C.C.E.D.Mo. 1885) (dealing with
the terms of a license contract for a technologyet@ised in carrying out public telephone servidgech prohibited the licensee to use the
licensed technology in certain geographical areasflicting with the public service that had todsried out by the public telephone
company)).

% An overview on the origins gfatent misusand relationship with Congress may be founBrimco Corp. v. International Trade Commission,
616 F.3d 1318 (Fed. Cir. 201®n( bang; on the nature giatent misusesee also NRD, supranote 24, starting at 604. The topic effuitable
defenses'will be addressed below, at § 2.2.

€0 See 35 U.S.C. § 271(d)(4). See LemiBye economic irrationality of patent misuse do@rir8 CaL. L. REv. 1599(1990), arguing that patent
misuse doctrine ought to be abolished, since astitaw serves the same purpose.
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Court of Appeals for the Federal Circuit in 188Inost of these restrictive doctrine, including
patent misusandinequitable condudhave been confined, both by specific Acts passed.B.

Congress and by landmark cases decided by thedfe@ietuit itself?.

2.1.1. Leading cases of misuse

The one-century long history afisusedoctrine starts with several cases at the bortler o

patent and antitrust law, decided by U.S. courte@beginning of the XX century.

U.S. federal Courts, just few years after Congtess passed the Sherman Act 1890,
started to hear several cases involving allegediabienforcing of patent rights, mostly related

to peculiar terms and conditions of licensing agresets.

In this series of cases, the facts were often laimia patentee brought suit for
contributory infringement against a manufacturenowad started to sell unpatented supplies
and spare parts, which were used by the licenskeaspatented machine in violation of their
license; these licenses, in fact, prohibited lieessto gain supplies from other sources than the
patentee himséll. Under the doctrine ofontributory infringementas set forth by Section
271(c) of the Patent Act, whoeveoffers to sell or sells a product, knowing the saimée
especially made or adapted for use in an infringethehall be liable as an infring&The
manufacturers, in turn, defended alleging that ¢bisduct was an illegal attempt by the patentee
to monopolize an unpatented artide, the supplies; hence, the Court should not enftdree

patent against theth

Such cases, as one can easily point out, alreeebemt the two basic elements of the
patent misuseloctrine,i.e. (a) the nature of equitable defense of the mislesdrine, which is
available for defendants in patent infringementesass well as in contributory infringement

cases; (b) the abusive attempt by the patenteeptnd patent rightddeyond the clainmistrying

1 See 28 U.S.C. § 1295piLMAN, supranote 2, at 16-17 (the Federal Circuit has heldptieeedent of its predecessor Couet,the Court of
Customs and Patent Appeals, to be binding precedenit, se&outh Corp. v. United State890 F.2d 1368 (Fed. Cir. 1982)). On the
foundations of Federal Circuit as a specializedr€@ee Rochelle C. Dreyfuihe Federal Circuit: a case study in Specializedi®) 64
N.Y.U. L. Rev. 1(1989);Glynn S. LunneyPatent Law, the Federal Circuit, and the Supremar€a quiet Revolution]l1Sup. CT. ECON. REV.
1,76(2004).

2 Seeg.g, Princo, 616 F.3d 1318 (Fed. Cir. 2010) (confinipgtent misuse Therasense, Inc. v. Becton, Dickinson & @49 F.3d 1276 (Fed.
Cir. 2011) (confiningnequitable condugt

% See MELMAN, supranote 2, at 792.

435 U.S.C. § 271(c).

% See MELMAN, supranote 2, at 792. SeeaND, supranote 24, at 616-17.
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to gain exclusive rights on something that goesobdyits invention, and beyond the statutory
grant statutorily assigned to him by patent lawe3é two elements will later develop into a

coherent and independent doctrine.

The seminal case of this series, Bi#ton-Fastener Casayas decided by the Court of
Appeals for the B Circuit in 1896% in this case, the patents at issue dealt withefisg
machines and methods to fasten buttons to shoegahel of judges held that the monopoly
right conferred by patents is granted in derogatibthe common right, and it encompasses the

right to monopolize the use of the invention, whiglthe substantial property right conferred by

law®’.

To the defendant’s counsel, urging on argumergsdan principles of public policy, the
Court generally held that, notwithstanding patégits, as all other property rights, may well be
limited for reasons of public poli€§; the extension of the monopoly granted by patigit on
an unpatented product, which is used in conneatitim the patented devicewill depend upon
the merit of the patented device, and the extenttizh other devices are superseded by it
resulting in an incident from the monopoly grantedhe inventor by his patent, and therefaze “
legitimate result of the patentee’s control ovee thse of his invention by oth&rsieither

inconsistent with public policy, nor an illegal resnt to tradé’,

The U.S. Supreme Court itself, in a 1912 decisigrheld this doctrine, holding that the
patentee of a machine could legitimately licensepibduct limiting the use by the licensee to

unpatented products used in connection with thehina?.

The first struggle between the Patent Act andsherman Act, therefore, ended with the
patent monopoly prevailing over anti-monopolistimsiderations; patent rights conferred, at that
time, a very broad set of rights, which could baited only by public policy considerations;
however, these limitations were extremely limitethd were granted by Courts in cases

concerning public safety and geographical limitasito public services.

However, the horizon started to change, and patstdrted to lost terrain from the

application ofantitrust law,in 1914, when the Clayton Antitrust Act was pasbgdCongress;

% Heaton-Peninsular Button-Fastener Co. v. Eurekacity Co.,77 F. 288 (6 Cir. 1896).
" Heaton-Peninsularat 291.

®1d. at 292-3.

1d. at 296.

Henry v. A.B. Dick C0224 U.S. 1, 28-31 (1912).
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the newantitrust Act, which completed the enforcement system ofmetition law as introduced
in 1890 by the Sherman Act, set forth a rule whigh be fundamental in understanding the
development ofmisuse doctrine, i.e. the rule prohibiting tying in sales by dominant

undertaking§".

The U.S. Supreme Court, notwithstanding the decikias been taken without relying on
the Clayton Act, did not take long to overrdienry, by delivering a landmark decision in
Motion Picture Patentsase, which is considered to be the case thaedtardicial construction

of thepatent misuseoctriné®. The case, for its importance, needs to be andliyzdetail.

Motion Picture Patentinvolved important patents on motion picture tembgy, held at
the time (the case dates back to 1917) by MPCC wdnch encompassed the only technology
existing then which allowed motion picture films beed successfulf§; the business praxis
followed by MPPC was to license the necessary mashio produce films with very restrictive
license termsj.e. by using a fixed resale price, and by requiringrigees to attach to the
licensed machine a plate showing the date anduh®er of the patent, a plate whose removal

was a cause gfer setermination of the license agreem@ént

Justice Clarke, which delivered the majority opmistarted his argument by recalling
the terms of the statutory grant of patent riglespecially on the éxclusive right to use the
inventiori; such words were not changed in U.S. patent iasesthe First Patent Act was passed
in 1790, neither their meaning was changed at ithe Motion Picture Patentavas on the
bencH>. However, the decision relied on three rules, genginciples of patent law set forth by

long-established precedents of the Supreme Caetf'ft

(a) first, the scope of a patent is limited by ¢éx¢éent of the claims contained in it, read on

the basis of the specification, and does not goheyhen’’;

(b) second, the patent does not by itsedfatea monopoly, but it is limited to protect the
inventor in the monopoly which he has created bykintaan invention,i.e. by definition,

something neW;

"15U.S.C. §14.

2 As recognized by the Federal Circuit itselfPirinco, at 1318.

3 Motion Picture Patent243 U.S. 502, 508 (1917).

1d. at 506-7.

®1d. at 509-10.

®1d.

7 1d. (citing, among other&eystone Bridge Co. v. Phoenix Iron C85,U.S. 274 (1877)).
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(c) third, the primary purpose of U.S. patent lawnot ‘the creation of private fortunes
for the owners of patents, but is ‘to promote thegPess of Science and Useful Arts* the
limited and temporary monopoly granted to the ingeirs secondary, if compared to the benefit
given to the public, the latter being the primabjeat in securing that monopdfy

After having argued and outlined these three furetdai principles, the Justices went on
challenging the validity of the main precedentha time,i.e. the Button-Fastenercase, which
the defendant’'s counsels deemed to be the origianointerpretation of patent law which
allowed extension of a patent validity on the marké unpatented staple produtts
Notwithstanding the Clayton Act, recently enactgddmngress, prohibiting fixed-sale price, was
cited in the decisidfi, Justice Clarke did not rely on it, but merelyereéd to it in arobiter, as
an exhibit of the public policy of U.S. lawmakemvéring a general limitation of monopoly
rights; the decision not to enforce the patent rsjaMPPC was reached only using long-
established principles of patent law, especialliding the “public soul” of the subject matter

prominent in respect of the “business soul” ofshné&®.

As one can easily argue, with MPPC, without allaythe Clayton Act explicitly step
into patent law, the Court found out a solution ethis consistent with newborn competition law
deep into the roots of patent system, only by n@kinrepublic interesttheProgress of Science
and Useful Artprominent in the “patent bargain”. In the own weaf the Court, & restriction
which would give to the plaintiff such a potenpalwer for evil over an industry which must be
recognized as an important element in the amuseliifendf the Nation, (...) is plainly void,

because wholly without the scope and purpose opatent laws®.

It is extremely interesting, however, to have angéato the opinion filed by Justice
Holmes; in its short dissent, he points out, givimgvalence to the “business law” side of patent
law, that a patent gives to the patentee the patemght to “forbid the rest of the world from
making others like I the dissenter argues that there is no doubtdéwain restrictions on

patentee’s rights may be well accepted, howevermpublic interest may be found upon a

8d. (citing, among othersJnited States v. American Bell Teleph. A&7 U.S. 224 (1897)).
1d. at 510-11.

80 seekendall v. Windsor62 U.S. 322, 327-8 (1858).

& Motion Picture Patentsat 514.

81d. at 517seel5 U.S.C. § 14.

81d. at 518-9.

8 1d.

8 Motion Picture Patentsat 519 (Holmes, J., dissenting).
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“patented (...) film feeder from being kept from thiblip”, and the whole situation of

dominance is deemed to be nothing thamare incident of ownersHify.

In this short argument, the “Great Dissenter” fa&=usn the business side of patent law;
since, according to his legal philosophgeteral propositions do not decide concrete cdes
Justice Holmes could not accept that the Court gaasg to decide a delicate case involving
huge economic interests just on the basis of gepereiples, such as thefogress of Useful
Arts’ called upon by the majority. However, the futudevelopments in the Supreme Court
jurisprudence will expand more and more the newlmrctrine ofmisuse while the opinion of

the Great Dissenter will remain isolated and withfollowers.

The road to a definition of eoherentpatent misuseloctrine is approximately 30-year
long, starting fromMotion Picture Patents;several cases concerning allegedly illegitimate
license terms came before the U.S. courts, andwieey decided on the basispaitent misuse

A series of cases were decided by the U.S. Supooet in the first two decades of the
XX century, roughly contemporaneouslyNtwtion Picture Patentsyhich were later dubbed as
“the Bauer Trilogy”, barring patent-enforcement tie-ins asnfioof misuse of paterfts In Bauer,
specifically, the patentee had sold a product vaitmotice stating that the product itself is
licensed for sale and use at a price not less than one ddifathe Court held that, although the
intention of the Congress was teeture an exclusive rightthere is no grant of privilege to

keep up prices and prevent competition be settiagtice at which the article may be s8id

Fourteen years afteMotion Picture Patentsthe U.S. Supreme Court delivered the
judgment in theCarbice case, adding pieces to thesusepuzzl€’. The patents at issue dealt
with a “transportation package” with a protectivasiong of insulating material which had
revolutionized the way to transport ice cream (tase dates back to 1931); however, the patents
at issue did not encompass, in the scope of thaims, solid carbon dioxide, which was a

material already known in the prior art for itsestific properties and which was used as a main

#1d. at 520.

87 Seel.ochner v. New York,98 U.S. 45, 76 (1905) (Holmes, J.).

8 Mallinckrodt, at 704; the cases referred to as ‘Basiertrilogy” areBauer & Cie. v. O’Donnell229 U.S. 1 (1913)Straus v. Victor Talking
Machine Co0.243 U.S. 490 (1917Boston Store of Chicago v. American Gramophone22@.,U.S. 502 (1918).

8 Bauer,at 8.

©d., at 17.

®1 Carbice Corp. of America v. American Patents Depelent Corp.283 U.S. 27 (1931).
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element in the manufacturing of the patented produthe Court refused to uphold the peculiar
terms and conditions upon which the device wasiied by American Patents, since, under said
terms, licensees had to procure solid carbon deoridy by the patent holder or by one of its
affiliates™; citing Motion Picture Patentsthe Court held that the seller of the patentedagev
has ‘ho right to be free from competition in the salesofid carbon dioxide. Control over the

supply of such unpatented material is beyond thpesof the patentee’s monopol§;”

Following the conclusions and the road set forthihiy doctrine the explicit granting of
an equitable defense of “patent misuse” was sloocome. Misuse doctrine was grounded in a
politic and social background in which the commentsnent against monopolies was strong,
and patents were deemed to be among the main dactursing pernicious restrictions to
competition. Moreover, this doctrine seems to benbfrom a starting point, which is
indisputable in the concrete cases above analyzedthat a patent, by the only fact of its
existence, is capable to grant to the patentearandmt position on a specific market. It will be
analyzed later whether this assumption can be corréhe XXI century.

In conclusion, this series of cases, decided bySthereme Court, set forth a peculiar

relationship between patent and antitrust law, Winhay be summarized as follows:

(a) A patent, following the intention of the Conggein passing the Patent Act, is a
granting of a powerful economic right, which amautd a monopoly granteger seby the

patent on the market of the claimed inventfon

(b) however, the general rule is that the monogpbnted by securing patent rights is
linked to a specific public intereste. the “Progress of [...] Useful Arts”, and therefoteet
legitimate property rights of the patentee onntgention shall be evaluated on the basis of this,

prominent, public intere¥}

(c) some business practices, by their own natweheayond the limits of the statutory

grant of patent rights, since they expand the afeaxclusivity granted by the patent on other

92 Carbice,at 29-31.

%d., at 30.

%d., at 33.

% Seeg.g., Bauerat 8.

% Seeg.g.,Motion Picture Patent243 U.S. 502, 519.
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products,i.e. staple products, or limit competition by fixingsede prices, and for this reasons

such practices are unlawful and may constitutefense against alleged infringeméfits

What has to be pointed out in the analyzed castsis at its very beginningntitrust
law and the Sherman Act, or the Clayton Act itselére rarely relied on by the Justices in
misuse caséd As per the leading case among the ones analitetihn Picture Patentsefers
to the Clayton Act, recently enacted by Congresst fo point out that the intention of the
Congress, expressed in the Clayton Act provisiopkeld the validity of the solution, which was

reached by relying only on general principles depalaw”.

The importance of this passage, in the birth obetrthe that (it has to be stressed) has

not a statutory basis, but is grounded in case @ecds to be analyzed in detail.

2.1.2. Interconnection with antitrust law

It has been recalled how the JusticesMimtion Picture Patentsstressed specifically on
general principles of patent law in issuing thedcidion, and, by consequence, they did not rely

on any antitrust law principle to ground this endmig “misuse doctrire®.

This passage is very important and extremely refeva understand which kind of
creature is actuallpatent misuseand how its relationship withntitrust law actually works.
Before entering into these analyses, it has todmembered that the recent Federal Circuit
jurisprudence tends to decide patent cases whilggdmack to the very origins of judge-made
doctrines, which are therefore “confined” into theiriginal borders in order to avoid
uncontrolled and unpredictable doctrines to hawrtcooms and to add uncertainty to the
whole patent systelff; for instance, inTherasensethe en bancFederal Circuit, in an extremely
important opinion drafted by Chief Judge Rader fioea abuses of patent system, by recalling
the factual backgrounds of the finsiequitable conductases, to intent to deceive the Patent

97 As per staple productise. what is called in antitrust law “tie-in” abusegddotion Picture Patentsat 519;Carbice,at 33; as per fixing of
resale priceseethe “Bauer” trilogy,e.g.Bauer,at 8;Straus 243 U.S. at 501.

% See MELMAN, supranote 2, at 792. See also Richard Calkifis Impact of the 1988 Patent Misuse Reform ActNoet-Pennington
doctrine on Misuse Defenses and Antitrust Couraérd, 38 DRAKE L. REV. 175,178(1989).

9 Motion Picture Patentsyt 517.

19919, at 510-12.

01 geeg.g., Therasense, Inc. v. Becton, Dickinson & 640, F.3d 1276 (Fed. Cir. 2011), giving a striceipretation of requirements for
inequitable conducstarting from theationale of the first inequitable conduct cases ever detide
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Office’®® The influence ofrherasensén inequitable conduct doctrine will be better amal in

the following sections, but by now this referense=xtremely important to understand how the
Federal Circuit is trying (a) to narrow equitabkfehses, such as misuse, inequitable conduct, or
the doctrine of equivalents, in order to reach ftedility in the patent system, (b) in this
narrowing operation, which amount to a re@storatiori of equitable doctrines, Federal Circuit

is trying to look back to the very rationale of @ghle defenses by relying on the first leading

cases of these doctrines.

The ‘restoratiori role of the Federal Circuit is likely to bring ta review also the
doctrine ofpatent misuseyhich, starting fromMotion Picture Patentshas become richer and
richer with interconnection withantitrustlaw, standing more and more in a borderline pasitio
between patent law and competition law. The mooeterent body oéntitrust law started to

develop, the more the role of patent misuse staotdecome less clear.

A coherentdictum about the rationale and the extentpatent misusean be found by
reading one of the best knownisusecases evenMorton Salt,decided by the U.S. Supreme
Court in 1942%, The case, for its importance in developmennafusedoctrine, is worth some

analysis.

Respondent, Suppiger Co., was granted a pateatrfchine for depositing salt tablet, a
device useful in the canning industry to depostidetermined amounts of salt in the contents of
a can®. Petitioner, Morton Salt Co., a salt tablets pamywas sued for infringement, and
raised a defense alleging that the patentee rehjiigdicensees to use the patented machine only
with salt tablets sold by the respondent or bysiibsidiarie”. The Court of Appeals ruled
against him, since it was held that the use byamdent did not violate Clayton Act, since the

conduct did not tend to create a monopoly in sditets markef®,

The decision by the Court of Appeals, cited byJibstices, needs some analysis, since in
this decision the Court of Appeals crossed the éolmbtween patent and antitrust law; this

border, inpatent misuseis extremely unclear and easy to trespass, as'tt@iréuit itself held

192 Therasenset 1290.

103 Morton Salt Co. v. G.S. Suppiger C14 U.S. 488 (1942).
10414, at 489.

105 |d.

1081d., at 490 (citingG.S. Suppiger Cb17 F.2d 968 (7 Cir. 1941)).
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forty years later in anothenisusecase’’, but it is necessary to draw it in precise termsrider

to keep separate the two subject matters.

Back to the holding of the appellate CourtMorton Saltthe Court of Appeals held that,
in order to judge whether or not the activitiestioé patent holder are within or beyond its
domain, it is necessary to analyze whether patehieesecuring a monopoly (limited or
complete) in the sale of an unpatented produet,salt’'®®. Previous cases, such as Beuer
trilogy, have been cited by the Court to corroberdis holding; however, the Court notices, a
patentee is not handicapped in his commercial transactioasduse he owns a patgrdand that
neither Sherman Act nor Clayton Act are intendedisariminate patentees when it comes to use

and sale of unpatented artici¥s

The Court of Appeals continues its analysis byifigdthat, due to the large volume of
the whole salt tablets market, the conduct of tiemee could not be held illegal without further
analysis of anti-competitive effects of the licemsmtract, analysis which was remanded to the

District Court, rejecting its decision to grant saary judgment’.

The Justices, therefore, decided to take lpatkent misusérom the domain oéntitrust
law, by finding, inMorton Salt,a coherent space for a misuse doctrine, which ves to be
independent from the Clayton Act, and mainly greethéh principles of equify’. The origins of
misuse are found by the Chief Justice Stone imptineiple of general application under which
“courts, and especially courts of equity, may appetply withhold their aid where the plaintiff

is using the right asserted contrary to the publierest **2

The reasons for barring a prosecution of an infimgnt suit against a patentee who is
using its patent in this inequitable way are folmydthe Court, citing previous cases of misuse,
including Motion Picture Patentand theBauerdoctrine, in the &dverse effect upon the public
interest of a successful infringement suit in canfion with the patentee’s course of contuat
like doctrine, the Justices hold, applies alsoapycight and in trademark law, being therefore of

general application among intellectual propertysy™.

107 5eeUSM Corp. v. SPS Technologies, |94 F.2d 505 (7Cir. 1982).
183 S, Suppigerl17 F.2d 968, 970.

109 |d.

10G.S. Suppigert 974.

1 Morton Salt314 U.S. 488, at 492.

112 |d.

13 Morton Saltat 494.
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Therefore, the Court holds in conclusiont {5 unnecessary to decide whether the
respondent violated the Clayton Acand that, in any event, the conduct by the lsmerof the
salt tablets machine ic6ntrary to public policy, affirming the grant of summary judgment by
the District Court™.

The Morton Saltcase history is a specimen of the difficulty thaiu@s have always
found to put together patent misuse doctrine arnitirast law; the consequence of this difficulty
is that patent misuse has resulted in uncertaistyest the scope and the extent of the doctrine;
the door opened by the JusticedMarton Saltallowed any defendant in every infringement suit
to defend asserting that, somehow, the patenteenhswlsed its patents, even if the alleged
misuse did not impact on the defendant in any waye inMorton Salt,notably, the alleged
misuse had not impacted in any way on the allegéihger, which was not bound by any

licensing contract with the patentee, being meastpmpetitot™,

The Supreme Court’s description wiisusedoctrine inMorton Saltwas therefore too
vague to be useful, and it was held to put all atights at hazard; in application, the doctrine
has often been confined to specific practices, hiclwthe patentee tried to extend the granting
of its patent rights beyond its statutory limifs specifically (a) by fixing the price to which the
purchaser of a patented device could resefl iand (b) by requiring licensees to buy and use in
connection with the patented device an unpatertggalesitem, produced by the patent holder of

its subsidiary or controlled undertaking

The evolution of judicial analysis ahisuse therefore, focused on two kind of conducts,
such as resale price maintenance and tying abwbés) suggest an overlap between patent law
and antitrust law; however, as we looked back botMorton Saltand in Motion Picture
Patents,the Supreme Court has always preferred to crafihreerent doctrine gbatent misuse

which was based on:

(a) independence fromantitrust law; as decided irMotion Picture Patentsjn fact,

Clayton Act was held to be just an example, a “safiriimes” as to determine the Congress

114 |d

115 See MELMAN, supranote 2, at 792; J. Dianne Brinsdtatent Misuse: time for a chande§ RUITGERSCOMPUTER& TECH. L. J.357(1990).

116 SeePrinco, 616 F.3d 1318, 1328/SM Corp.694 F.2d 505, 510.

7 SeeBauer,229 U.S. 1.

18 Seee.g.,Dawson Chem. Co. v. Rohm & Haas QB8 U.S. 176, 188-93 (1980) (in this case, stapiiele was ink, to be used by licensees of
a mimeographic machine).
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intention to make unlawful tying practices withaurty discrimination related to patent rigfts
in Morton Salt,the Justices made a further step toward the imdkgree ofpatent misusérom
antitrust law, by reversing the Court of Appealsécsion to take into consideration
anticompetitive effects of the patentee’s condwfote consideringnisuseholding unnecessary

to decide first on an alleged violation of the GtayAct‘®.

The doctrine ofpatent misuseas it appears crystal clear from the above analykis
leading misuse cases, was born and arose longebitfere was any significant body of federal
antitrust law, and reached maturity long beforeytdia Act attained its broad scope, through free
interpretation of unclear statutory langu#geTherefore patent misusgrew up like a platypus,
escaping every possible categorization; it is aglyego draw the exact lines to confine a doctrine
that, it has to be recognized, plays an extrenmaportant role to patrol the boundaries of patent

claims.

By this difficult of reducing to a coherent docgitthepatent misusen particular with
reference to standards to apply to “abuse” of gatghts; it has been recognized that there is no
other principle in U.S. law to apply to evaluatioh monopolistic abuse conducts, antl i$
rather late in the day to try to develop one withmuthe process subjecting the rights of patent

holders to debilitating uncertairity??

A space for an independgmatent misuséo survive the broad interpretation arftitrust
law may be found giving the former doctrine a safgrole, distinguishing it from antitrust law,
allowing it to condemn licensing practices whicle awen trivially anticompetitive, at least if it
has no social beneficial effetdd this may explain cases in which Courts have ke a patent
tie-in agreement is misugeEr se,unless the patentee shows that he had other noopulistic

reason for such tie-in, such as the protectioroobigyill***,

However, it may be argued that a doctrine with skhiddad scope and consequences as
patent misusas out of proportion if applied to any case, ewuewmial, since it comes with

unenforceability of the misused patent, even if #ieged misuse had not impacted on the

119 Motion Picture Patentsyt 517.

120 Morton Saltat 494.

21 5eeUSM Corp.at 511.

122 seeTransitron Electronic Corp. v. Hughes Aircraft C487 F.Supp. 885, 892-3 (D.Mass. 198aif'd, 649 F.2d 871 (1Cir. 1981) (the issue
in Transitronwas whether patent misuse was a tort, the Coldtiheas not).

123YsM Corp.at 511.

124 5eeDuplan Corp. v. Deering Milliken, Inc444 F.Supp. 648, 697 (D.S.C. 1974%.d in relevant part594 F.2d 979 (A Cir. 1979).
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alleged infringer at dif°. Patent misusef held to be distinct in nature from antitrust land its
principles, could constitute a real sword of Dameeabn the head of every patent holder and, in
ultimate, it could go beyond equity itself, allowione wrongdoer (the infringer) to waive every
liability simply because the victim of the infringent (the patentee) had allegedly wronged a
third party, with the abusive conduct; on the ba$ithe above reflections, this can be the key to
understand whynisusedoctrine has been given such a limited role outgjeleuine antitrust

violationg%®.

As a conclusion, the relationship between patedtamtitrust law has not remained the
same over the decades. While the only chance fwharent misuse doctrine to be given an
independent role in patent system is to separateoriceptually to antitrust violations, an
extensive potential application of misuse to eueryn agreement, also trivial, would on the one
side givemisusethe scope to patrol the boundaries of the claimavmyding every conduct by
the patent holder aimed to extend its rights beybedscope of the statutory grant, while on the
other side would punish these “trespasses” witlexagessively harsh sanction for an equitable
doctrine. Last but not least, Courts have foundiadilt to separate patent misuse and antitrust
doctrines, evaluating misuse cases with like stahdlaan antitrust cases. As a consequence,
patent misuseoften accompanies antitrust findings, and it i$ cenceptually separated from
them, also because the nature of the doctrinetarmbnsequences are remarkably different from

a simple violation of the Clayton Act.

2.1.3. Progressive narrowing of misuse doctrin&ifs. law.

As repeatedly stated above, Courts have struggladgithe decades aftdtorton Saltto
draw the boundaries ofisuse;remarkablymisuse which was once limited to cases such as tie-
in abuses and resale price maintenance, has bgéadam other cases, thus demonstrating its
flexibility in striking down illegal extensions gdatent rights beyond their respective statutory

limits. Misuse doctrindnas been used:

125 geeg.g. Princoat 1328:Mallinkrodt, at 706 (on unenforceability of the misused patehdelman supranote 2, at 815 (a reflection on the
“misuse” of the “misuse doctrine” itself).

126 ADELMAN, supranote 2, at 815. Most scholars have advocated amefw an abolition, of the patent misuse doctr®ee e.g.,Brinson,
supranote 115; Lemleysupranote 60; Joel R. Benndatent Misuse: must an alleged infringed prove atitust violation?,17 AIPLAQ.J.1
(1989).
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(a) to forbid patentees to pay royalties beyondettygiration of the patett’

(b) to strike down license agreements measuringltieg by the sales of unpatented end

products containing the patented itéfn

(c) to strike down license agreements requiringrigees not to make any item competing
with the patented itetf’.

Remarkably, the 1980s signed a progressive nargpwinthe misuse doctrinen U.S.
law, that reflected both in judicial decisions, esplly by the Federal Circuit, and by the
Congress, which in 1988 passed an amendment toB8&3t1(d) of the Patent Act, in order to
cabin misuse doctrineThis subsection will go through the progressivesdiution ofpatent
misuseand the narrow role it plays today in U.S. lawpnogression, four steps are essential in
order to understand the breadth of thisusefall, i.e. (a) the stepping in of the Federal Circuit,
(b) the 1988 Congress amendment to Section 27hefPatent Act, (c) the Supreme Court

overrule ofMorton Salt,(d) the narrowing omisuseby theen band-ederal Circuit irPrinco.

First of all, it has to be analyzed the impact adé&ral Circuit inception in the
development and life gpatent misuseloctrine; it has to be remembered, however, thig sa
Court has no exclusive jurisdiction over pateniteugt cases, which may be heard in any of the
regional circuits; however, Federal Circuit haslesiwe jurisdiction for appeals over patent
cases coming from U.S. District Codrfs Since misuse is substantially an equitable deféns
charge of patent infringement, Federal Circuit ecessarily called to play a leading role in

definingmisuse doctrine.

Federal Circuit seems to have adopted the polidnide misuse into two categories: (a)
conducts for which there is a Supreme Court auth@quarely holding that said conduct
constitutes a misuse, (b) general anticompetitvedacts, alleged to be violations antitrust
law'*%; how much these categories do overlap it is imipesso say in advance, and much will

127 SeeBrulotte v. Thys Corp379 U.S. 29 (1964).

128 geezenith Radio Corp. v. Hazeline Research, 1885 U.S. 100 (1969).

129 SeeStewart v. Morton, Inc192 U.S.P.Q. 410 (S.D.Ohio 1975).

130 gee 28 U.S.C. § 1295(a)(4) (West 2013) (settini fexclusive jurisdiction of Federal Circuit intpat cases)
131 A like categorization has been adoptetimdsurfing Int'l, Inc. v. AMF Inc.782 F.2d 995 (Fed. Cir. 1986).
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depend on the concrete case. Howewgisusewill play an additional role in punishing the

patentee which attempt to cross the boundary stésitory-granted patent rights

The Windsurfingcase is a good starting point to analyze the palid-ederal Circuit; the
case, decided by the Federal Circuit in 1986 wittopinion delivered by Chief Judge Markey,

dealt with an U.S. patent on a sporailboarding ***

, granted to the plaintiff; respondent was
sued for infringement and raised the equitablertsdfefpatent misusalleging that plaintiff, in
its license agreement, forced licensees not to theeregistered trademark ™MHSURF in
marketing patented products related to sailboatdinghe lower court, after having found that

said trademarks were generic, applied the misuseide">.

Following the appeal by the plaintiff, Federal Qitdocuses in its decision on the nature
and the extent gbatent misuseloctrine. Chief Judge Markey draws\Mindsurfingnot only a
line for patent misuseyut a policy to be followed by the Federal Cirdnitike cases. The Court
held that, to sustain a misuse defense involviligesmsing arrangement not held to have been
per seanticompetitive by the Supreme Court, a factuakmheination ‘must reveal that the
overall effect of license tends to unlawfully rastr competition in an appropriately defined

relevant market®.

This dictum shows how the Federal Circuit, conscious of trec@dent olUSM, which
proposed a different role to be played by patesuse, chose, in an opinion written by the Chief
Judge, to follow the “antitrust” road, while consithg misusea doctrine which substantially
accompanies competition law while operating begidalthough having substantial differences

as per nature, extent, purpose, and consequerncie fpatent holder.

However, the Federal Circuit’s policy has not beaiform during the years; after just
some months, the Court issued another decisiothdrsenza-Getase, in which it held that
patent misuséefense could operate even if the acts of thenpegedid not amount to an antitrust
violation**’; this opinion is coherent wittWindsurfing since the analyzed conducts were

considered misugeer seunder the first prong of th&indsurfingtest formisuseA fortiori, both

132 Seee.g.,MARTIN J.ADELMAN, PATENT LAW PERSPECTIVESS 18.6 (2% ed. 1989); see also Potenza, Bennett & Resitent misuse — The
critical balance; a Patent Lawyer’s view5 FeD. CIR. B.J.69(2006).

133 5ee U.S. Patent Re. 31,167; sailboarding is & spaich participants ride boards propelled witimd striking sails attached to the boards.
3 Windsurfing Intl,at 1001.

1351d.; see 613 F.Supp. at 953.

136 Windsurfing Intl,at 1001-2.

137 SeeSenza-Gel Corp. v. Seiffha8)3 F.2d 661 (Fed. Cir. 1986).
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the opinions were written by Chief Judge Markeyd delivered in the same year, therefore they

do not express either a minority view in the Cauraén overruling.

The last years of the 1980s marked the beginnirtheoend for the strongatent misuse
doctrine which once pended on most patentees’ heads

The decisive strike was given by the Congresss itinlikely that the Congress itself
intervenes in cases of judicial-made doctrine i8.Uaw, but, as per patent misuse, the doctrine
undoubtedly started to become uncontrolled, andstakes,i.e. the development of “Useful
Arts”, were frighteningly high, in a political sceno in which the U.S., with the computer
revolution on the one hand and the fall of the 8blWnion on the other, started to play the

undisputed role of world’s leading economy.

Patent misuse had lost therefore its guiding ligltich is crystal clear by reading the
Representatives’ Reports calling for a reformpatent misusealoctrine, with an amendment
aimed to cabin and guide the doctrine to strikeuge anti-competitive conducté. Congress,
therefore, started discussing an amendment to tPAnto narrow patent misuse doctrine,

which “punishes innovators engaged in procompetitive ilistion and licensing practice$™.

The debate both in the upper and in the lower Housached all the issues related to the
extent of misusedoctrine, which was held to raise various congemainly related to the
relationship between innovation and protection Pfrights. In particular, arguments raised in
favor of the amendment included considerations thatk of predictability and clarity in
application of the doctrine could potentially impegrocompetitive arrangement®” that
“reform will ensure that harsh misuse sanction ménforceability is imposed only against those
engaging in truly anticompetitive conduét?, and that amendment “should have procompetitive

effect, since it requires some linkage betweenrpdigensing and anticompetitive conduée’

Finally, the amendment to the Patent Act passedingdo Section 271 two types of
conduct which may not provide the basis for findingisuse or illegal extension of patent

rights’**3 Subsection (d), as amended in 1988, introducectases of non-misuse conducts:

138 For examples of this debate, $&inco,616 F.3d at 1330-31.
%9 5ee S.Rep. No. 100-492, at 9 (1988).

1405 Rep. 100-492, at 14 (1988).

141134 Cong. Rec. 32,471 (1988) (Sen. Patrick Leahy).
1421d, at 32,295 (Rep. Robert Kastenmeier).

14335 U.S.C. § 271(d).
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“(4) refuse to license or use any rights to thepgtor

(5) condition the license of any rights to the pater the sale of the patented product on
the acquisition of a license to rights in anothatept or purchase of a separate product, unless, in
view of the circumstances, the patent owner hakehgower in the relevant market for the

patent or patented product on which the licenssatw is conditioned®*,

The 1988 amendment broughmisuseinto a new era, allowing the doctrine “cross the
boundary” withantitrust law; subsequently, following the Congress intentian to eliminate,
but to cabin, patent misuse, the doctrine was someteglected, and its use remained merely (a)
in connection withantitrust cases, in which license agreements could hinderestrain
competition, (b) in cases in which the patent hasnbeffectively “misused” in the sense of
Morton Salt, i.eexpanding the breadth of patent rights beyondl&sns.

The final steps imisuseprogressive narrowing came in the 2000s; in 2006, 4.S.
Supreme Court issued a landmark decisiofliimis Tool Works*®. The case at issue Hinois
dealt with marketing of a printing system, whickluded a patented print head and ink container
and, it goes without saying, unpatented ink; samtimme was sold to manufacturers which
agreed in sale agreements to use only ink prodhgquhtentee, and no other, even if chemical
composition of the ink was always the saffieThe opinion was delivered by Justice Stevens for
the unanimous Couft, and went straight to the core of the issie, whether the grant of a

patent may constitute a presumption of market pdarethe patenteé®.

The Court, after having reviewed the Supreme Coase law on tying arrangements,
goes on analyzing thpatent misusealoctrine as it has come out from cases sucMatson
Picture PatentsandMorton Salt;in these cases, the Justices hold, the fact tpatent confers

market power was presumed, in their wondeesuming the requisite economic potwét

lllinois Tool Works in the developing of Judge Stevens’ reasoningxperienced all the
history of two separate doctrineantitrust and patent misusewhich started to dangerously
entwine just little afteMorton Salt,while subsequent events initiated their untwinic@mning to

14435 U.S.C. § 271(d)(4) and (5).

51llinois Tool Works Inc. v. Independent Ink, Ir§47 U.S. 28 (2006).
48 llinois Tool Worksat 28.

147 Justice Alito did not take part in the decisiortho$ case.

48 |llinois Tool Worksat 31.

1491d, at 38.
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an acme with the granting cértiorari by the Supreme Court in the case at i5¥u¢he Court
reads the 1988 amendment, especially subsecti@h),(ds to eliminate the patent-plus-market-

power presumption™.

Therefore, the Court, coherently with most econtsnéd patent scholars, cited in its
decision, holds that a patent does not necessauilfer market powér?, and that, in all cases
involving a tying arrangement, the plaintifintist prove that the defendant had market power in

the tying product>>

The ruling of the Supreme Court ifinois has been heavily relied on in the most
importantmisusecase in the last years, the decision deliverechbemh bancFederal Circuit in

the Princo case®”.

The facts of this case deserve some attentione shee practice ofpatent pooling and
essential patents to develop technological stasdaftén constitute an issue in the most recent,
and challenging, cases, decided both in the U.&oarthe other side of the Atlantic. TRenco
case, in fact, has been decided in Italy and innfaay too, with different consequences,

therefore it can be a good starting point to comphasS. and EU patent systems.

The factual background at issueHArincois related to a series of patents, held by the U.S
branch ofPhilips Corp.,and covering CD-R and CD-RW technologies, whosstrmaportant
innovation was allowing compact discs for computersbe rewritten several timeéa Such
patents, after being granted, were united by Phihipa technological standard bundle, called the
“Orange Book”, which was licensed in various “pagéalicenses, including “essential” and

“non-essential” patent packages

Princo signed the license agreement to start importirgn@e-Book devices in the U.S.,
and after a while it started not to pay licenses;cedPhilips sued the non-compliant licensee
before the International Trade Commissidirjnco raised the affirmative defense patent

misuse alleging that Philips had tied patents which weseential to perform the standards with

%019, at 39-41.
15135 U.S.C. § 271(d)(5); sekinois Tool Worksat 41-42.
%2llinois Tool Worksat 45-46 (citing academic literature on the subjeatter, including WLANDES & R. POSNER THE ECONOMIC
%RUCTURE OFINTELLECTUAL PROPERTYLAW 374 (2003), to corroborate its reasoning).
Id.
%4 Princo Corp. v. International Trade Com’&16 F.3d 1318 (Fed. Cir. 2010).
%5 Princo, at 1322-23.
156 |d
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non-essential ones, improperly forcing licenseepayp royalties for patents they did not want

nor need to usa’.

The holding of theen bancFederal Circuit, in a majority opinion delivered Bydge
Bryson, went through the last 30 yearspatent misuséistory, addressing the Congressional
intent in passing the 1988 Patent Act amendmenichwivas held to limit patent misuse to
genuine anticompetitive conducts, and the subséqSepreme Court decision overruling
Morton Salt,holding that anti-competitive effect on a relevamirket should be found before

addressing the issue wiisusé®.

Remarkably, the Court goes on analyzing pro-cortipetieffects of setting of
international common standards in technology pateet avoiding a “Tower of Babel” effect
which would raise costs and hinder innovation aathpetitiort®®. Lastly, the Federal Circuit

narrowed the extent glatent misusedoctrine to cases in which, cumulatively:
(a) the patent is able to give the patentee madwer on a relevant market,
(b) the conduct has an anti-competitive effect, and
(c) the conduct pushes patent rights beyond thiesliof their statutory grat.

Therefore, according to the majority opinion Rrinco, a patent can be held to be
misused only when all these three conditions aféléd, leaving some cases outside the scope
of the doctrine; relevantly, it does not constitpiEtent misusean “anticompetitive conduct
committed without pushing patent rights beyond stegutory grant”. This consequence of the
Princo definition of misuse has led to some perplexigis®ng the judges; the dissenting opinion
filed by Judge Dyk pointed out at the exclusiomirmisuse for anticompetitive conducts carried
out into the statutory grant of powr dissenting judges argued that this conclusionlevbeld
to absurd consequences, such asstiming that a conduct that merited punishmerd fedony

would not constitute ‘misuse’ of the patefit”

However, under the arguments of the dissenpatgnt misusas an independent doctrine

would cease to exist, being a mere secondary caesegq of the finding of an antitrust violation

¥7d. at 1323.

%8 princo, at 1330-32.

159d. at 1335.

%99, at 1340.

161 princo, at 1341 (Prost, J., concurring-in-part)
162 d. (citinglllinois Tool Worksat 42).
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committed by means of a patent, and not somethioig mwhich, according to the majority, it is,
being worth an evaluation on whether the condu¢hefpatent holder was outside the statutory
grant of his patent rights.

Remarkably, in fact, the Federal Circuit does mgttd distinguish the two doctrines,
giving them separate plans, but it just makésusesomething more than an antitrust violation, a
consequence of it which justifies the unenforcegbdf the misused patent, as equitable remedy

given against the patentee that dares to crodsoilnedaries of its statutory rights.

Lastly, if one analyzes the policy of the Federakt@t in most cases related to patent
equitable doctrines, such sequitable conducbr doctrine of equivalentsn Princo the Court
changes its policy, choosing not to make a workredtoration, which would have been
impossible due to the Patent Act amendment of 18R8vever, Federal Circuit, in line with
Therasens@and other cases, is likely in the future to sttess“patent law side” of the doctrine,
giving importance to the exercise by the patentats sights beyond the boundaries of statutory
grants, at least when it will be called to judg&ingement cases in which respondent raises

misuse as affirmative defense.

2.2. ANALYSISOF THE PATENT MISUSE DOCTRINE

After Princo, the patent misuseloctrine, as narrowed, may be described as follbars
equitable defense, which may be raised by a resund an infringement case, asserting that a
patent is non-enforceable against every infringaces the patentee had used the patent at issue
(a) beyond the scope and the extent of its statugoant of rights, (b) in order to hinder, or
restrain competition, in a relevant marké&opurts will refuse to enforce the misused patents u

misuse itself is purgéd

The doctrine, as it comes out frdPninco, is rather narrow; as its history and intertwining
with antitrustlaw suggest, the nepatent misusegs drafted byllinois Tool WorksandPrinco is
slightly different from the one U.S. patent law dite know in the past, which was more rooted
in patent law principles than in antitrust law. JHact can be seen as recognizing the role of
competition law, which has reached a considerablgreee of evolution in modern U.S. law,

having contributed to debunk, and at least, toroder such a long-established doctrine in one of
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the historically most developed fields of U.S. |d®atent law, in fact, directly spreads from the

U.S. Constitution, and the first Patent Act is aeatury older than the Sherman Act.

Nonetheless, the evolution of competition law hasrbsufficient to create a namisuse
doctrine, as described iflinois and Princo, which is much narrower than previously-used
patent misuseand more predictable, being rooted in objectigenemic analyses in order to
satisfy one of the prongs of the new test, and roorssistent, in its application, with the whole

body of antitrust law.

In this section the analysis will focus on two dfetmost important, and exclusive
features, ofpatent misusewhich make it a doctrine specifically tailored in.3J law,

substantially different from any other:

(a) the nature opatent misuseas an “equitable doctrine”, grounded in principtds
equity, and in the policy-based desire to “prevergatentee from using the patent beyond its

statutory patent rights”

(b) the peculiar consequence of the finding of mesiie. the unenforceability of a

misused patent, until misuse itself is purged.

2.2.1. Nature of equitable defense

One of the main features of tipatent misuseloctrine is dictated by its very nature:
misuse is an “equitable defensed. a defense grounded in equfty “Equity” is one of the most
important features of common law, and its histdrroats may be traced dating back to 1485 in
English law, when the formalism of th@mmon lawstarted to produce results which were
deemed to be inconsistent with a common sentimestitastantial justice; therefore, individuals
could petition the King, appealing to th&ifig’'s conscienceand, time after time, a parallel
legal system, led by the Chancellor andelyity Courtsstarted to develop in English 1a%:

After the American Revolution, the newborn Unitadt8s continued substantially to use

the legal system they used to have when Britislorges, freezing in the text of the U.S.

183 Seep.g., Morton Saltat 490 (Whether aCourt of equitymay lend its aid to protect the patent monofjoly
184 For one of the most complete analyses on therfiataoots ofequityin English law, see |VE DAVID , | GRANDI SISTEMI GIURIDICI
CONTEMPORANEI[THE GREAT CONTEMPORARY LEGAL SYSTEMB300, §§ 299 anéf. (Rodolfo Sacco trans., Cedafie. 1980) (1978).
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Constitution itself the difference between “law’dafequity”®> since the very inception of U.S.

legal system, principles efjuityhave been held applicable in U.S. law*f8o

In 1850, the Supreme Court recognized thhe “practice in courts of equity (...) from
long standing, habitual use, and uniform judiciatqaiescence, has become law, - law in
England, law in New York, law for the courts of kguwf the United States, and law in every
State of the Union, except as it may have beenfimddiy the legislation of the Stat&§’.

Still today, the bonds between U.S. and English lasvper the definition and the extent
of equityjurisdiction, clearly surface in VIl amendment cgse which judges, in order to decide
whether a suit is in law or in equity for the giagtof a jury trial, still look up to dusty XVIlII-
century English casebooks to find a trace which ldichelp them to draw a line between
common law and equit§?.

The nature of equitable defense of the doctrinpaiént misuseomes with two main

considerations, which may be summarized as follows:

(a) patent misusenay be used only as a shield, as a defense raysed imfringer on the

grounds of equity, in an infringement case;

(b) the remedy will not impact on the validity dfet patent as a matter of law, but will

focus on its effectiveness and its enforceabilityallCourt.

While the latter point will be analyzed below in raadetail, the first point needs some
consideration, since, beingdefensen nature,patent misusés substantially limited in scope
with respect to other doctrines, which may be usedrder to attack a patentee which is
violating antitrust la#’°. Moreover misusecases, since there is no requirement that theealleg
misuse had directly harmed the alleged infringesimg the defense, may give rise to
opportunistic and selfish behaviors by the licesgdbemselves; for instance,Pninco, it may be
pointed out that the licensee had arguably notaftléands”, since it first signed a license

contract, and after it stopped payment of royalfiet arguing that the plaintiff, suing for

%5 Seee.g.,U.S.ConsT. amend. VII (providing for a jury trial in all sisiin common law, excluding suits in equity).

16 See, among otherBpllard v. Schaffer] U.S. 210 (Pa. 1787) (holding equity to be a pathe laws of Pennsylvania).

7 Wwillamson v. Berry49 U.S. 495, 546 (1850).

188 This may happen even if the actions were unknawthe XVIll-century England. See,g., Chauffeurs, Teamsters and Helpers Local Bib. 3
v. Terry,494 U.S. 558 (1990) (dealing with an action foramteof trade union’s duty of fair representatidaigldrop v. Southern Company
Services, Inc24 F.3d 152 (1'1 Cir. 1994) (dealing with an action for discrimiioat on the workplace); and, specifically on patent,

Markman v. Westview Instruments, Ifil7 U.S. 370 (1996) (dealing with patent claimriptetation).

1%° Seegp.g., Nobelpharma AB v. Implant Innovations, |hd] F.3d 1059, 1070 (Fed. Cir. 1998).
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infringement, had somehow allegedly exploited asept beyond of the statutory scope of their
patent right§’®. The case, in fact, arose from the infringemeiitfded by Philips; if the licensee
would have wanted to try using the same argumesits dsword”, it would have to refer
specifically to antitrust doctrines, whose testewéver, require arore serious finding of

fraud’, in order to spoil the patentee from the immunjtgnted by the patehit.

2.2.2. Unenforceability of the misused patent

The peculiar, and harsh consequences for a pajesfteefinding of misuse, have been
established by U.S. case law since the inceptiorm@use doctrine itself, and they are
substantially entwined with the nature of equitadiefense; it is a principle of general
application”, as held by the Supreme Court Morton Salt,that courts, especially courts of
equity, ‘may appropriately withhold their aid where the pitf is using the right asserted

contrary to public intere&t’

The Court inMorton Salt,however, made a step forward in drawing the camseces of
a finding ofmisusethe Respondent argued that unenforceability optitent, as a response to a
patent misuse, could only be sought in limited sase. where the patentee seeks to restrain
contributory infringement by the sale of unpatenticle to licenseé&’. Therefore, the
“inequitable conduct” of the patentee could cauaegording to this argument, just an
unenforceability of the patenh the concrete casen which misuse itself had affected that
peculiar lawsuit, sincethe maxim that a party seeking the aid of a codiregquity must come
into court with clean hands applies only to theiptiéf’'s wrongful conduct in the particular act

or transaction which raises the equity, enforcenanwhich is sought™.

The response of the Justices to this argumentsenéal in understanding patent misuse;
the Court rejected the Respondent’s argument asiel

170 seePrinco, at 1323.

"1 SeeNobelpharmaat 1070.

2 Morton Salt Co. V. G.S. Suppiger C&il4 U.S. 488, 492 (1942) (citinigyter alia, Virginian R. Co. v. System Federati8fp U.S. 515, 552;
Central Kentucky Natural Gas Co. v. R.R. Commiss200 U.S. 264, 270).

3 Morton Saltat 492.

741d., at 492-3.
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After having recalled another general maxim of gquieing ‘equity does not demand
that suitors shall have led blameless IiVé3 the Court adds some additional considerations,
which are specific to patent law, and thereforeesdes some attention; such considerations may

be outlined as follows:

(a) patent law is an unique field of law, in whiphblic interest is by nature entwined

with private interests, and maintenance of a padeawsuit concerns public interest as Well

(b) where the patent imisusedas a means to restrain competition, allowing the
prosecution of an infringement sugven against one which is not a competjtor is not hurt
directly by the misuse, may constitute a contribgitiactor in helping the misuser in thwarting

the public policy underlying patent 1a{¥;

(c) therefore, a Court of equity, when it findsttapatent has been misused in order to
hurt public policy, may fightly withhold its assistance from such an useth® patent by
declining to entertain a suit for infringeméntt least tntil it is made to appear that the

consequences of the misuse of patent have beé@uatkss' 2.

The holding of the Supreme CourtMorton Saltsets forth very strong consequences for
a patent misuser, since tldctum leaves an open door for every infringer to argbat,t
somehow, somewhere, the patentee has carried asenid the allegedly infringed patent, even
in an unrelated way, and avoid therefore any lighil>. The victory of public interest on the

“business side” of patent law is, Morton Salt,remarkably strong.

It has to be noticed that, in this particular satif the decisionyorton Saltappears to

be somehow inconsistent; specifically, the Coustss to make a singular circular argument:

(a) in order to find an infringement, it is unnexs®y to find a violation ontitrust law,
specifically a violation of Clayton Act, reversimmg these grounds the decision by the Court of
Appeald®

75 1d. (citingLoughran v. Loughrar92 U.S. 216, 229)

761d. at 493.

177 Id

1781d.; see als@®.B. Chemical Co. v. Ellig14 U.S. 495 (1942).

179 gee, for this scheme of action by infring@snco Corp. v. Int'l Trade Com’'r616 F.3d 1318, 1323 (2010).
180 Morton Saltat 494.

114



(b) however, at the same time, the consequencesisafse, which are applied in the
concrete casd,e. the unenforceability of the patent held by Respondare justified by the

violation of a public interest, specifically by alleged violation of competition I\

In the light oflllinois and Princo, the rationale to refuse granting infringement atcti
against the misuser for an unrelated misuse whiaraunded in competition law and public
policy, may still be considered as good law, theyVesstoration work” made by Federal Circuit
in Princo. The wording inPrinco, as well as irMorton Salt,leaves remarkably space for other
considerations than ones related specificallyamditrust law, since it stressed on the misuse

being ‘contrary to[generally]public policy *¢2

Several public policies may be imagined, which wlolimit the rights of a patentee by
finding patent misusenot limiting the analysis to competition law; forstance, one of these
public policies may be the defense of public hedltmay be imagined to argue a conduct of
patent misuse for a patent on a drug, when thenphtéder refuses both to license and to exploit

patent rights. Can such conduct be consideredempiatisuse carried out by the patent holder?

Without considering the fundamental point which niseyraised about such argument,
i.e. that one who applies for a patent sustains cedasts, for it would not make any economic
sense to just gain a patent without exploitinghiany way, neither producing nor licensing the

invention, two considerations can be made in thgec

Firstly, assuming that the patent holder followseaonomically reasonable behavior, and
decides to exploit the patent monopoly withoutrigieg the patent to other firms, such a conduct
can be easily held to be an exploitative abuseafapoly, therefore bringing back the analysis
to competition law and the Sherman A&t

Secondly, assuming that the holder of the patemsuoh a life-saving drug, essential for
public health, and it follows a policy not to praguit neither to license his patents, leaving it
simply inert, different remedies than patent mishaee already been found in U.S. patent law.
In fact, the equitable test for granting of injumet remedies to patent infringement plays a
fundamental role in protection of public interesther than competition; such test requires, in

one of its four prongs, thattHe public interest would not be disserved by anmerent

81 1d. at 493.
%2 5eeg.g.,Princo,at 1328 Morton Saltat 493;Mallinkrodt, at 706.
#35ee 15 U.S.C. §8 3-4.

115



injunctior’, therefore in this case the infringer may only cmndemned ti pay as a remedy a

“reasonable royalty’®”.

Moreover, the decisive point against the finding afpatent misusein such an
hypothetical is simple, and pointed out by the Fald&ircuit in Princo: patent misuse is born to
“punish” the patentee which hagripermissibly broadened the physical or temporabpgcof the
patent grant®® and the patentee is in no case obliged to licensese any right of the patent;
moreover, this specific conduct has been held byg@ss not to constitufatent misus&®. The
teaching ofPrinco, therefore, confines misuse in a rather narrova afepatent law, but in the

only possible area in which it could represent laecent and useful doctrine.

Therefore, few “public policy” different than conmtgen may be imagined to ground a
defense of misuse; the doctrine is entwined aittitrustlaw, but still it can be categorized as a
patent-law based equitable defense, since an edseh is played therein by the broadening of
physical or temporal scope of the patent grant. @ition remains on the background, as the
public policy justifying the harsh sanction of uf@ceability, being only the first prong of the
test, the very ¢onduct that merits punishment as a feloay held by Congress, the violation of
the underlying public interé$f. However, the focus of the Court in evaluatmigusefocuses
on the means used by the wrongdoer in committingh s felony, holding that a patent is
misused only in case of its extension beyond thenbary of statutory rights conferred by the
Patent Act to the holder of the allegedly misusat:pt®®

Following these arguments, it may be now intergstm define what the sanction of
unenforceability actually is, and whether it isfeliént in respect to holding a patent to be
invalid, i.e. for lack of non-obviousness, or specification iegments. Such an analysis will be
conducted (a) on the extent of the unenforcealilitynisused patents, (b) on the residual effects
that an unenforceable patents may still play iepiasystemi.e. as a prior art reference in patent

prosecution before the Patent Office.

184 SeeeBay Inc. v. MercExchange, LLE47 U.S. 388, 391 (2006) (citing,g.,Weinberger v. Romero-Barcel#56 U.S. 305, 311-13 (1982);
Amoco Production Co. v. GambelB0 U.S. 531, 542 (1987)). The complete test fanting of a permanent injunction is described devis:
plaintiff must demonstrate (a) irreparable injuily) inadequateness of remedies available at Igvihalance of hardships between plaintiff and
defendant, (d) effect on public interest. On compry licensing, see also Carol M. Nielsen & MichdeSamardzijaCompulsory Patent
Licensing: it is a viable solution in the Unitecats?,13 MICH. TELECOMM. TECH. L. REV. 509(2007).0n the alleged nature of “compulsory
licensing” of this system, see next section ongatells.

18 Princo, at 1328.

186 See 35 U.S.C. § 271(d)(4).

187 Seelllinois Tool Worksat 42;Princo,at 1341-42 (Dyk, J., dissenting).

18 SeePrinco, at 1340; the concurring judges disagree in thisawdng work, while reserving judgment of the precimeters and scope of
misuse doctrine to future cases, Beilaco,at 1341 (Prost, J., concurring).
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As per the extent of unenforceability of misusedepts, the analysis will start, once
again, by the leading caséorton Salt,in which the Court held, in ambiter, that the sanction of
unenforceability should last untiit“is made to appear that the improper practice leen
abandonetf®®. From this conclusion, it may be argued that uoeability is a temporary
sanction, given by a court of equity, consistinghe refusal to enforce a misused patent, at least
until the misuse is purg;f. The Federal Circuit has often stressed the linieope of
unenforceability, which has been heldot to be for all tim& but merely until the misuse is

purged®.

The temporary extent of sanction of unenforceabii# one of the most important
features of the misuse doctrine, since the patdrgaes the onus to stop the misused conduct in
order to restore the complete enforceability ofpégent rights; validity of the patent is never

challenged?

Therefore, since the validity of the patent is megkallenged, and it can always be
redeemed by ceasing the alleged misuse, it is enh&y argue, although there is no case law on
this specific point, that such an unenforceablemamay nonetheless be object of a valid sale or
licensing contract, having still a potential ecomonalue for the patent holder. Coherently, it is
likely to conclude that, in order to purge the msmsuthe conduct has to ceass-a-visall the
licensees or the third parties the misuse harmsgsi is not necessary to claim direct harm in

misuse cases.

Moreover, the validity itself of a patent, as pee effects of patent misuse on prosecution
before the Patent Office, does not impact priorezdluation; the misused, and unenforceable
patent, is still prior att® Moreover, the Patent Office applies a very brsiatdard in evaluating
prior art, consistent with the scope of patent lae, granting patent rights only to genuine
innovation for Useful Arts; even publications ofaaldloned patent applications are held to be

prior art, since a patent, even if invalid, in #48.0. praxis, is held to be a “printed publication

189 SeeMorton Saltat 493.

90| this senseB. Braun Medical, Inc. v. Abbott Laboratorid4 F.3d 1419, 1427 (Fed. Cir. 199Qualcomm Inc. v. Broadcom Corp48

F.3d 1004, 1025-26 (Fed. Cir. 2008)R. Bard, Inc. v. M3 Sys., In¢57 F.3d 1340, 1372 (Fed. Cir. 1998).

191 SeeQualcommat 1025.

1925eeC.R. Bardat 1372 (“patent misuse (...) does not, ot itselfalidate a patent”).

193 5ee 35 U.S.C. § 102(a) (making no distinctionexrstipe validity of the prior art patented inventyr85 U.S.C. § 103 (as per non-obviousness
standards).
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under Section 102 of the Patent Act on anticipatfbiherefore, the issue on whether a misused

patent can still constitute prior art is nothing bued herring.

Coming to conclusions, a misused patent is uneeédrle, and this unenforceability

comes with some consequences, which may be sunedagzfollows:

(a) the misused patent cannot be enforced by at@atif the misuse is purgeds-a-vis
all the parties which have been harmed by the atretmounting to misuse;

(b) the unenforceable patent may still be objectabid contractsi.e. licensing or sale, as
well as it constitutes a “prior art” reference ipr@secution proceeding before the Patent Office;
consequently, an application for a further patemtttte same invention is likely to result in a
denial by the P.T.O. on such patent applicationaftticipation, or, at least, non-obviousness of

the invention sought to be patented.

1% see MPEP, § 901.02 (specifically, even abandopplications are prior art under the PTO practite)e Heritage, 182 F.2d 639 (C.C.P.A.
1950).
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3. ABUSE OF PATENT SYSTEM

It well may be argued whethgratent misusewhich, following the categorization
proposed by this paper, as ablse of patehis the only way a patentee potentially has ineord
to illegitimately exploit its exclusive rights; hewer, the practice has shown a series of
“borderline” conducts, which may be considered sageabuse of patent systénspecifically,
reference has to be made to various practices, ebéorbe potentially vicious and disruptive for

the public interest, which have been dealt with andlyzed by U.S. case law:

(a) the case in which an applicant for a patentbdedtely fails to meet its duty of
truthfulness towards the Patent Offi¢e. the inequitable conductioctrine: the effect of this

conduct is procuring a knowingly invalid patenetaforce towards its competitors;

(b) other cases of “abuse” which have caused cosdarpractice and in case-law, such

as, especially, theeVergreeningjand its recent implication in pharmaceutical patéigation.

Although this section does not refer specificatijthepatent misuseoctrine as properly
defined in the previous section, the doctrineneiquitable conductwhich may be considered a
special case of misuse for the reasons that wilexj@ained below, is of particular interest,
especially in relation to EU patent case law, whiobstly has focused on cases more similar to
inequitable conductind consequent abusive enforcement of the patecumed thereof, and
only in recent years some cases have been decitleth would much properly be considered

patent misuseases.

It is therefore necessary, for the sake of claitgl depth of analysis, to analyze and focus
on the cited doctrines, and to how the U.S. pagstem has reacted to these alleged abuses of

patent system.

3.1. THE INEQUITABLE CONDUCT

Patent acquisition processes, and patent prosecuiefore the U.S. Patent and
Trademark Office, as the vast majority of the warldatent systems, are conduceedparte,an
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administrative setting which starts with an applma by the inventor, and which is conducted

by the Office mostly relying on the applicationeis®>.

U.S. Patent and Trademark Office does not opdahieratories, nor perform scientific
tests on application submitted to it, neither itifues data about commercial success of the
invention for which the application is pendingsiimply would not have the time nor the means
to follow these procedures. As a consequence, ¢ferehce on the data attached to the patent
application is extremely high, and, on the othde%f the coin, the applicant bears a strict duty
of truthfulness towards the Offit&

However, the relevant economic advantage cominty Wie grant of a patent may
incentivize certain behaviors by the applicant, aihmay be tempted not to disclose certain
material information, which might have a deletes@mpact on their prospective patent rights. In

order to remedy this issue, the doctrineiokfuitable conduétthas been born in U.S. case law.

The core of this doctrine, which has been defibgchow-Chief Judge of the Federal
Circuit, Randall Rader, as thatbmic bomb of patent law®’, can be defined as follow in its
standard formulation: the intentional failure to disclose material infaation to the Patent
Office brings about the unenforceability of theuléag patent*®® This formulation will be

better analyzed in the following subsection.

3.1.1. The inequitable conduct doctrine as “abukpaient system”

The main difference between an inequitable condandta patent misuse is related to the
moment in which the alleged abusive conduct takasep in fact, while inpatent misusehe
conduct takes place in the marketplace, after thatmg of the patent, when its holder uses it
beyond the limits of its statutory grawis-a-vis competitors, ininequitable conductases the

situation is similar but slightly different, sincthe abusive conduct lieab initio in the

19 See MELMAN, supranote 2, at 558. As in the casepaftent misusethe academic literature onequitable conducis immense; see.g.,
Brown, Inequitable Conduct: a standard in motiat® FORDHAM INTELL. PROP. MEDIA & ENT. L.J. 593 (2009); Peterdire we living in a
Material worlds: an analysis of the Federal CircsiMateriality standard under the Patent DoctrinElnequitable ConducB3 lowA L. Rev.
1519(2008);Lisa A. Dolak,Inequitable Conduct doctrine: lessons from recerstes 84 J.PAT. & TRADEMARK OFF. SOC'Y 719 (2002).

19 NARD, supranote 24, at 718.

" Therasense, Inc. v. Becton, Dickinson & &9 F.3d 1276, 1288 (Fed. Cir. 201a} pany; Aventis Pharma S.A. v. Amphastar Pharm., Inc.,
525 F.3d 1334, 1349 (Fed. Cir. 2008) (Rader, dsatiting).

19 SeeTherasenseat 1285-89;].P. Stevens & Co. v. Lex Tex Li#47 F.2d 1553, 1561 (Fed. Cir. 1988}rong v. General Electric Ca305
F.Supp. 1084 (N.D.Ga. 196%ff'd, 434 F.2d 1042 (5Cir. 1970) cert. denied403 U.S. 906 (1971); MPEP § 2016.
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relationship between the applicant, which bearstg df truthfulness towards the Patent Office,
and the Office itself.

However, during the years, the doctrineirédquitable conduchas been subject to an
extreme narrowing, since its application, at leasitigation, had become extremely brdad
Therefore, in line with the patent-friendly polioy predictability already shown by the Federal
Circuit, the doctrine has been recently reformeg,narrowing its scope, and “restoring” its
original borders. A glance to the historical roofshe doctrine will be useful in understanding

the importance of the Federal Circuit's deci$fn

Inequitable conduct is, like patent misuse, a @id@de equitable doctrine, which is not
based on any statutory provisi6h However, there is some basis form which at leastof the
elements of the doctrine comdss. the duty to disclose material information borne thg

applicant®.

Relevantly, the applicable federal regulationsfarce to date, the so-called Rule 56,
describes the importance of such a duty on theeepéitent systema“patent by its very nature
is affected with a public interéstwhich is best servedwhen (...) the Office is aware of and
evaluates the teachings of all information matetéapatentability®®* such “duty of candor and
good faith” owed “in dealing with the Office” is duby both inventors, and attorneys, and is
extended to every other person who is substantimetylved in the preparation or prosecution of
the applicatiof’® and is extended, according to the PTO praxigdministrative proceedings
before the Board of Patent Appeals and Interfereraned all other proceedings before the

Office®®,

As per the information held by said regulationbe material with respect to the patent
application, Rule 56 sets forth that shall be dekmaterial any information whickestablishes,

by itself or in combination with other informatioa,prima faciecase of non-patentability of a

19 SeeChristian Mammen, Controlling the “Plague”: Refomg the Doctrine of Inequitable Condu4 BERKELEY TECH. L.J. 1329, 1358
(2009) (cited by the Federal Circuit itherasensethe statistical study on U.S. infringement cases $teown as around 80% of the times
defendant allege inequitable conduct, and calls fiaform of the doctrine, which actually came withTherasenseecision).

200 Therasensegfter a previous Federal Circuit decision of 20b@iimg unenforceability of the patent at issueif@quitable conduct, has been
re-heard and re-decided one year lagerbanc,and the resulting opinion, delivered by Chief JudRpder, has finally reformed the doctrine,
giving it a much narrower scope.

1 SeeTherasense649 F.3d 1276, 1285. Howeveratent misusdinds some statutory basis in the reformed wordih@5 U.S.C. § 271(d);
however, the provision is merely aimed to exclueigain conducts by the filing of application of tiectrine of misuse.

22g5ee 37 C.F.R. § 1.56 (Duty to disclose informatimterial to patentability); MPEP § 2001

2337 C.F.R. § 1.56(a).

20437 C.F.R. § 1.56(c).

2% See MPEP, §§ 2001.02 and 2001.03.
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claim’, or “refutes, or is inconsistent with, a position theplagant takes in (i) opposing an
argument of non-patentability relied on by the CHfi (i) asserting an argument of

patentability 2°°.

Rule 56, moreover, sets forth precise obligatiarated to the duty of candor which is
borne by the applicant in the prosecution procedamd addresses concerns related to a lack of
certainty in the materiality standafds relevantly, the applicable laws and regulatioasen set
forth a remedy for a breach of the duty of candmrge they merely address, and try to cabin, the

judge-made doctrine afiequitable conduét®

Moreover, the U.S. Patent Office does not addréseng its prosecution, findings of
fraud or inequitable conduct, which are left tother litigatiorf® this practice by the Patent
Office is, moreover, consistent with the very natof equitable defense of the doctrine, since
such a patent, stroke down by a finding of inedpi@aconduct, is irremediably unenforceable,
despite, like in misuse cases, being still valhfra technical point of vie®t’. However, legal
validity of such a patent is nothing more than eotietical issue, since inequitable conduct has

no remedyex post.

Back to the origins of inequitable conduct doarin U.S. law, the doctrine by itself
evolved by a trio of cases, decided by the U.Sr&up Court, applying the equitable principle
of “unclean handsto dismiss patent cases involving egregious mrideat'’. The Trilogy is

composed byeystoné"? Hazel-Atla"® andPrecisiorf**

The three cases present three exhibits of appdicaith extremely unclean hands, and

from the basis of these casesquitable doctrinarose.

Keystondnvolved manufacture and suppression of evid&rcthe applicant knew about

a prior use by a third party, and did not inforre #iTO of this information; moreover, after the

2637 C.F.R. § 1.56(b).

2T MPEP, § 2001.04.

2% 5ee MPEP, §§ 1448, 2001, 2016.

209 MPEP, § 1448 (no investigation needs to be madbéffice as per inequitable conduct).
#05eeC.R. Bardat 1372 (“patent misuse (...) does not, by itseffalidate a patent”).

21 gee, for an history of the doctrirnkherasenset 1285-88.

212 Keystone Driller Co. v. General Excavator C200 U.S. 240 (1933).

23 Hazel-Atlas Glass Co. v. Hartford-Empire C822 U.S. 238 (1944yverruled on other grounds, Standard Oil Co. v.t#6diStates429 U.S.
17 (1976).

214 precision Instrument Manufacturing Co. v. Automefitaintenance Machinery C&24 U.S. 806 (1945).
215 Keystoneat 243.
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issuance of the patent, he paid the pre-user ieracdmake him sign a false affidavit stating that

its prior use was just an abandoned experim&nt

The second case in the Trilogyazel-Atlas,involved a different, but not less grave,
misconduct; the patentee’s attorney, during thesegxuotion, wrote a fake scientific article
representing the invention as a remarkable advianite prior art, made it sign by a well-known
(and well-paid) expert, and published it on a jalirafter the submission of this information to
the PTO, patent was finally granted on the basishefpublication of the fake artiéfé. In
Precision,the applicant had suppressed material evidenceegiiry before the PTO, and had
later attempted to enforce the perjury-tainted m&t® it was involved in an interference
procedure, in which the other party found eviden€gatentee’s misconduct, but instead of
giving it to the Board of Interferences accordingts duty of candor and good faith toward the

Office, it entered into an agreement with the pigerno suppress evidence of its perjiity

As can be now understood, the origimaquitable conduatloctrine, holding a patent to
be non-enforceable if the applicant hakkltberately planned and carefully executed schetmes
defraud not only the PTO but also the Cotit§ had been applied to cases at the borders of

criminal law.

The inequitable conduct doctrine, born from thesgnicant misconducts, has
experienced a step-by-step evolution during thedies, reaching the point in which it covered
not only grave misconduct, but substantially eveyen petty, non-disclosure of information
during the prosecution procedure before the OfficeMoreover, remarkably, the Trilogy of
cases from which inequitable conduct was defined.®. law, while addressing the remedy for
such misconducts, ruled in all the three casedifonissing the single lawsuit, rather than ruling
the unenforceability of the patent. Remarkably, bstices irHazel-Atlasheld that, to grant full
protection to the public against a patent obtaibgdraud, patent must be vacated; however,

such remedy could only be accomplished in a dipesteeding brought by the Governnféht

461d, at 243-7.

27 Hazel-Atlasat 240-41. The involvement of the expert had crahtonsequences, seited States v. Hartford-Empire Cd6 F.Supp. 541
(N.D.Ohio 1942).

218 precision,at 816-20.

21914, at 813-14.

220 geePrecision,at 816-20Hazel-Atlasat 240:Keystoneat 243.

221 geeTherasenseat 1287.

222 geeHazel-Atlasat 251 (citingUnited States v. American Bell Telephone €28 U.S. 315, 358 (1888)).
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Unenforceability of the patent started to comeruthie Courts some decades later, and expanded

until to cover the whole patent, and not only tmgle claims subject to fradf.

Moreover, the Court explained in the three foundiages that the misconduct necessary
to trigger inequitable conduct was that it couloe “punishable as a crime or justify legal
proceedings of any charactéf®. Therefore, the principles expressed by the Trilegy be

summarized as follows:

(a) the public has a special interest in seeing pladent monopolies spring free from

fraud or any other misconduct;

(b) as a corollary of this interest, applicants édnavduty of candor towards the Patent

Office, and consequently a duty to disclose mdterfarmation;

(c) all material facts founding patentability aslwas all evidence thereof have to be
submitted to the Patent Office;

(d) an intentional failure to disclose, amountimgat willful act violating standards of

equitable conducts, may justify non-enforcemerthefpaterft>.

During the years, inequitable conduct has beconeeobrthe most troublesome doctrines
to predict, to litigate and to rely on; the PTO, shaventors’ association and patent lawyers
called unanimously for a reform. Firstly, the exgpian of both the extent and the effects of the
doctrine, which made it, as in the famous JudgeeRadlefinition, the atomic bomb of patent
law’, brought a huge work to the Courts, which in ¢ighses out of ten have been called in
infringement cases to decide complicate issuesextkd inequitable conduct defenses raised by
alleged infringer¥®. Secondly, patent lawyers have argued that, igatibn practice, an
overused inequitable conduct defense could caktdands on the patentees, depicting them as
bad and vicious in front of the juries, and therefdiverting attention from the technical aspects
of litigation to moral considerations, which oftare less material than the facts of the Tdse

Last but not least, the PTO itself complained abitwat results of judicial evolution of the

228 Seee.g.,In re Clark,522 F.2d 623, 626 (C.C.P.A. 1975), statimetjuitable conduct goes to the patent right ashale; independently on
particular claims.

24 precision,at 815.

225 geeTherasenset 1308-09 (Bryson, J., dissenting).

226 geeMammen, supraote 170; SEPHEN A. MERRIL & OTHERS NAT’L RESEARCHCOUNSEL OF THENAT'L ACADEMIES, A PATENT SYSTEM
FOR THE21%" CENTURY 122 (2004). On a statistic analysis of the rolehef doctrine befor@herasensesee Randall R. RadeAlways at the
Margin: Inequitable Doctrine in Flux9 Av. U. L. REV. 777(2010).

227 Seeg.g., Position Paper, The doctrine of Inequitabt@uct and the Duty of Candor in Patent ProsecytihAIPLA Q.J 74, 75 (1988).
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doctrine, since applicants, fearing to face a aharfyinequitable conduct, often immersed the
PTO with a huge amount of documents and prior efgrences, most of which have marginal

value, without even stressing on which documentgweemed to be actually matefal

Consequently, the Federal CircuitTherasenséad the occasion to confine the doctrine
to its actual terrain, and it did it; in fact, bjtting en bané?’ the Federal Circuit issues
precedential judgments which constitute bindingedents for the Circuit itself, and which may

be overruled only by the Supreme Court, or by agr@h banadecision by the Circuit itself.

The opinion has an utmost importance, having begttew by the Chief Judge, Randall
Rader, the same judge which had coined the defimipf “atomic bomb of patent I[dwUnder
the new test, as set forth by Judge Rader in therityaopinion, the respondent which wants to
prevail alleging inequitable conduct has to shoyviiigent of the conduct, which may not be
inferred by the nature of the information not diseld to the Office, and (b) materiality of the
information, as a but-for materiality, holding redat any evidence which would have led a
reasonable examiner to dismiss the applicationtandeny the patefi. Remarkably, Courts
cannot use a “sliding-scale” test, and both of pinengs of the test have to be separately
proved®.. The Court goes on by pointing out that inequiatnduct is, after all, an equitable
doctrine, therefore it should based on fairness] emedies granted under it should be
commensurate to the alleged violafintherefore, the harsh sanction of unenforceabiltshe
entire patent has to be applied only in cases iglwsuch a misconduct has resulted in the unfair
benefit of receiving a patent, which would have been obtained without such miscondtitt

After Therasensdahe new doctrine for inequitable conduct can bersaneed as follows:

(a) a patentee has a duty of candor and disclasiuneaterial information towards the
Patent Office, and failure to comply with such dotgly found a ruling of unenforceability of the

resulting patent;

228 See ABASECTION OF INTELLECTUAL PROPERTYLAW, A SECTION WHITE PAPER AGENDA FOR21°" CENTURY PATENT REFORM 2 (2009);
TherasenseBrief for the United States as Amicus Curiae, at 17

229§ e, with all of its members on the bench.

20 Therasenset 1288-91.

#1yd., at 1290.

214, at 1292 (citingColumbus Bd. of Educ. v. Penidid3 U.S. 449, 465 (1979)).

233|d. (citing Star Scientific, Inc. v. R.J. Reynolds Tobacco, 837 F.3d 1357, at 1366 (Fed. Cir. 2008) i¢ also inequitable to strike down an

entire patent for a single misstep”

125



(b) specifically, inequitable conduct will be foundhen an applicant has willfully
avoided to disclose to the Office such informatiahjch could have led a reasonable examiner

to reject the patent application;

(c) the remedy for such a misconduct, proportiob@dhe violation of the duty of
disclosure, is the unenforceability of the wholdepé& which has been fraudulently granted,

independently on which claims have been objechefnequitable conduct.

However, it has to be recorded thafTinerasensa dissenting opinion has been filed by
Judge Bryson, together with other three judges,vemdh remarkably focused on the materiality
test, and on its intertwining with the regulatioasad PTO practice concerning duties of
disclosuré®; starting from the point raised by tirecision Court, i.e. the conduct of the
applicant has to be sufficiently grave as to triggdegal proceeding on any kifig dissenters
argued that materiality should be judged accordmRule 56, which sets forth a detailed
definition of “material informatioti®*”. However, the majority’s considerations about &vns
for substantial justice and fairness of the regrdivailed among the judges, and only future cases
will tell us how much Rule 56 will actually playrale into the materiality test; in fact, the two
rules may bring to common results, and therefonegoearmonized, especially since, under Rule
56(b)(1), a material information is one which wouteét up aprima facie case of non-
patentability; doubts remain on Rule 56(b)(R¢. information related to arguments of non-
patentability, which may be material under the Raled at the same time non-material under the
Therasensbéut-for test.

As a final remark;Therasensean be considered a great work of judicial draftisince
the doctrine had been shaped by Supreme Courtngiqtecedents the Federal Circuit could not
overrule. The judges decided, to avoid any suspkecwerruling, to “restore” thelicta of the
Court in the Trilogy cases, allegedly recovering tbriginal significance, but substantially

shaping a new doctrine out of them.

#4The judgment has received favorable comments esgeJohn M. GoldenPatent Law’s Falstaff: inequitable conduct, the Eead Circuit
and Therasens@ WASH. J.L. TECH. & ARTS353,375(2012); see also Lee Petherbridge, Jason Ranta#énMojibi, The Federal Circuit and
inequitable conduct: an empirical assessm8atS.CAL. L. Rev. 1293,1350(2011),arguing that &nly time will tell whether the majority’s
predictions of positive effects will come to gasentra,David McGowan)nequitable Conduc#3 Loy. L.A. L. REV. 945,976,arguing that the
Court should (...) return to a standard of recklessiie

*335ee 37 C.F.R. § 1.56

26 Therasenset 1306-08 (Bryson, J., dissenting).

Z71d. at 1310-13 (Bryson, J., dissenting); see F7.K.§ 1.56(b).
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3.1.2. Abusive enforcement of an invalidly procysatent

Needless to say, inequitable conduct, as an ddgitdefense, usually is raised in
infringement cases, in which the patentee, knowlegnvalidity of its patent, procured only due

to a fraud, abusively enforces it against its cotiqrs.

From this activityantitrust concerns may arise, and will be addressed instiisection;
however, a rapid glance has to be made toNberr-Penningtondoctrine, which deals the

intertwining betweemntitrustand abuse of judicial enforcement of one’s rights.

The doctrine originated from a couple of Supremsur€ cases:Noerr, decided in
19673 andPenningtondecided in 1965° In the former, some railroad associations filed a
claim for violation of the Sherman Act against lesigtance trucking companies, alleging that
they had conducted a publicity campaign designedhftaence the passage of state laws by
lobbying the Government of Pennsylvafifain the latter, small coal mine operators alleged
violation of the Sherman Act since major employansl trade unions agreed for a collective
bargaining agreement in order to raise medium wé&geslevel which could not be afforded by
small operators, which consequently were drivenadutusiness™. The Supreme Court entered
judgment in favor of the respondents, holding thsgociations among companies directed to
lobby public officials, or even State governmemt,tdke an action which would produce a

restraint or a monopoly do not fall into the Shemma .

The Noerr-Pennigtondoctrine is grounded in the First Amendment righfreedom of
speecf®* as the Justices held Noerr, antitrust law is tailored into the business woddd they
are ‘not at all appropriate for application in the patal areda?** therefore, certain rights by
undertakings, such as petition the Governmentgek sedress in a Court of law, will not fall
into competition law, even if their result would &eticompetitive, and even if the only scope of

the undertaking has been to hinder competitiongekisig a governmental actfdn

#38Eastern R.R. Presidents Conference v. Noerr Moteight, 365 U.S. 127 (1961).

Z9United Mine Workers v. Penningtd81 U.S. 657 (1965).

20Noerr,at 128-132.

241 penningtonat 659-662.

%42 geeNoerr, at 136;Penningtonat 669-671.

243 See U.SCONST. amend. | (Congress shall make no law (...) abridging (...) thghtriof the people (...) to petition the Governmeniafo
redress of grievancés

**4Noerr,at 141-42.

24 This may be inferred bioerr, at 138-39 (holding that petitioning is a Constingl right under the First Amendment, and ththe“sole
purpose (...) to destroy the competitors (...) camamisform conduct otherwise lawful into a violatiohthe Sherman Act”
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However, an exception to tiNoerr-Penningtordoctrine has been found by the Supreme
Court in some later cases, which retreated fidaerr while holding that First Amendment
cannot be used as a means to gain “substantiv&,esdpecially abusing judicial processes with
a pattern of baseless, repetitive claims, and anbatly barring respondents from access to the
agencies and court: suchctions cannot acquire immunity by seeking refuggeu the umbrella
of ‘political expression”*®. Under this analysis, if the end result is unlawfitlmatters not that

the means used in violation may be laitll

This “sham” exception tdNoerr encompasses, as pointed out by Justice Scaliaein th
Omni case situations in which persons use the governmenfbcess -as opposed to the
outcomeof that process — as an anticompetitive weapor&, the filing of actions simply in

order to impose expense and défiy

Therefore, closing the circle among patent andrast law, the combination of sham
actions and patents granted wittequitable conducby the applicant may lead to extremely
vicious resultsj.e. obtaining a patent with fraud on the Office, aatet enforcing it just to

impose on their competitors unjustified delays argenses.

Therefore, U.S. case law found out some waysyrderoto deal with these conducts, in
particular by eliminating the exception grantecg&tent holders by antitrust law. Two doctrines
may be called upon in order to “strip a patenteenfits antitrust exception”, and both are based
on the common law fraud: (i) thé&/alker Processloctrine, which may be confused with the

inequitable conduatloctrine, and (ii) the “sham” litigation doctrine.

Under thewWalker Processloctrine, the enforcement of a patent procuredréyd on the
patent office may be held to be a violation thevmions of the Sherman Act related to
monopolie*®. However, the concurring opinion attached by dasHarlan towalker Process
emphasized the need to keep separate patent a@trdsanaw’® the Federal Circuit has relied
on this concurring opinion in order to shape tHéedence betweemequitable conducand the

Walker Processloctrine, the former being dfoader, more inclusive concept than the common

246 geeCalifornia Motor Transport Co. v. Trucking Unlimie404 U.S. 508, 513-15 (1972).

271d., at 515.

248 City of Columbia v. Omni Outdoor Advertising, Ir£99 U.S. 365, 380 (1991).

249 seeWalker Process Equipment, Inc. v. Food Machine@t&mical Corp.382 U.S. 172, 173-4 (1965).
2014, at 179-80 (Harlan, J., concurring).
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law fraud needed to support\Walker Processounterclaini®®’; inequitable conduct, therefore,
covers types of conducts less serious than “knowaimdywillful fraud” needed to found\&alker

Processcounterclaim®

The difference between the two doctrine is, howedeeper, since, whileequitable
conductis an equitable defense, which may be used a$ialds against patent infringement
lawsuit filed by the fraudulent patenté&/alker Processloctrine is a mere application of the
common law fraud to patent law, therefore it magywses a “sword” to claim antitrust liability
of the patente@®.

The “sham litigation” doctrine has been first apglto patent law ifNobelpharmaa
1998 case in which the Federal Circuit held thaatentee could be stripped of its exemption
under antitrust law while showing thahé infringement suit is a mere ‘sham’ to cover tvisa
actually nothing more than an attempt to interfeieectly with the business relationship of a
competitor®®* therefore, a right of a patentee to file infringent actions against his
competitors may be limited by (a) finding of a fdaon patent office, under th&alker Process

doctriné®, (b) claiming that the lawsuit is mere “sh&nf”

The claim of “sham”j.e. a “PRE claim®®’, requires that (a) the lawsuit is objectively
baseless, in the sense that no reasonable litogard realistically expect success on the merits,
(b) such a lawsuit conceals an attempt to interé@rectly with the business relationship of a

competitor through the use of the governmentalgsscnot the outcome of it

Drawing a conclusion as per the enforcement dalarsively-procured patent, it has to be
remarked that, while generally U.S. law gives tdividuals and companies the fullest right to
access Courts, even seeking an anticompetitivendayea with the most selfish interest, this right
may be limited when the title of access is invgligrocured, in the case &Walker Process
doctrine or, generally, in the case in which litigation Ifses used as an anti-competitive

weaponj.e. “sham” litigation doctrine.

zz: SeeNobelpharma ABat 1069 (citing, among otheildewlett-Packard Co. v. Bausch & Lomb Ir882 F.2d 1556, 1563 (Fed. Cir. 1989)).
Id.

%3 Nobelpharmaat 1070.

%4 seeNobelpharma AB v. Implant Innovations, Iriedl F.3d 1059, 1068 (Fed. Cir. 1998).

2% d. (citingWalker Process Equipment, Irat.382 U.S. 172).

26 1d., at 1068-69 (citingNoerr,at 144;Professional Real Estate Inventors, Inc. v. ColunRictures Industries, Inc508 U.S. 49, 62 (1993)).

%7 It stands for “Professional Real Estate”, from tizene of the Supreme Court case, 508 U.S. 49, ®23f1in which “sham” litigation has

been first decided.

8 5ee, among other€prnucopia Products, LLC v. Dyson, In881 F.Supp.2d 1086, 1101-02 (D.Ariz. 2012).
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However, it has to be examined what happens topttent in such cases, when a
common law fraud, or a sham litigation, is founchtve been committed by the patentee. These
doctrines, which may appear to be an unnecessabortacopy of thepatent misuseand
inequitable conduatloctrines, are extremely different from them whee comes to their effect

on the affected patent.

In fact, patent misuseas analyzed in the previous section, will caugatent to be: (a)
unenforceable with respect to the patentee, () évibe alleged misuse has not harmed in any
way the respondent which raises the equitable d€f€n Therefore, as showed in theisuse
section of this Chapter, misuse will allow everyrimger to continue its infringement action
without being subject to lawsuits, while tAéalker Processloctrine is much narrower.

UnderWalker Procesand sham litigation doctringthe effect of the finding of fraud or
sham litigation is limited to Strip the patentee of its exemption from the amsitrlaws?°.

Consequently:

(a) the patent is not unenforceable with respedhfringers, and it is still valid. More

narrowly, plaintiff can only recovemtitrustdamages, including treble dama@és

(b) these doctrines may be successfully used mbf as defenses from a patent
infringement lawsuit, but even offensively, whikee&ing antitrust damages against a fraudulent

patente&?

The importance oWalker Proces# the overall intertwining of patent and antitriesty
is certainly narrow, since most powerful doctrisegh asnequitable conducir patent misuse
itself, are available for the respondent in animgfement case. However, the evolutior\/\dilker
Processwill be analyzed in order to compare U.S. and Bl d& this specific subject matter.

Being rooted inantitrust law, and specifically tailored to pursue its pugmdValker
Processis certainly a doctrine which does not lead to ¢ékeeme conclusions which both the
Congress and the Federal Circuit found unacceptadid which inspired its progressive

narrowing. Moreover, in a legal system as Europeyhich there is not, at least at the moment,

%% Morton Salt,at 493. As Professor Martin J. Adelman definedrigybe among the most embarrassing Supreme Court holdings,
especially with respect to the absence of connettiween the damage suffered by the infringertaltiee misuse and the remedy the Court has
granted to him.

#0\Walker Processat 1097-98.

%119, at 173.

262 geeCornucopiaat 1098-99 (in whiclwalker Processoctrine has been used offensively).
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an EU-wide patent law, a solution similar Wdalker Processs certainly more likely to be

imported into EU legal system.

3.2. OTHER ABUSIVE CONDUCTS

The conducts analyzed before are not the onlysdasehich U.S. Courts have dealt with
undertakings using a patent in a way that coulddvenful both to other private parties and to the
public interest. Some cases of conducts which neagdfinedato senswabuses of patent system

are analyzed in this subsection.

3.2.1. Trolls and Submarines.

One of the most peculiar features of U.S. patawt kt least prior to June 8, 1995, was
the possibility for an undertaking to exploit theagegy of the Submarine pateit®. Mainly,
this business strategy was possible due to thetwiteng of two unique provisions in U.S.
patent law, which, however, were affected by theiduay Round Agreement Act, which
harmonized the provisions of U.S. patent law with leading trading partners, after the
implementation of the TRIPs into U.S. &% The legal bases on which the submarine patent

strategy is based were:

(a) the fact that, prior to the American Invent®i®tection Act 1999, the U.S. Patent
Office traditionally, and unlike almost the totglibf other patent systems in the world,
maintained pending patent applications in configemod did not publish théffi; after the 1999
Reform, publication is generally required, excepew the applicant certifies that the invention

will not be object of a patent application abroad & a few other limited cas®§

%3 See MELMAN, supranote 2, at 542; Steve Blourdse of delaying tactics to obtain Submarine Patemi$ amend around a patent that a
competitor has designed arourgd, J.PAT. & TRADEMARK OFF. SOC'Y 11(1999).

264 For a reflection on the role of URAA on U.S. patlanv, seeMerck & Co., Inc. v. Kessle80 F.3d 1543, 1547-48 (Fed. Cir. 1996).

%5 See MELMAN, supranote 2, at 538-39; 35 U.S.C. § 122(a). See alsd Matemley,An empirical study on the Twenty-Year patent t&an,
AIPLA Q.J.369 (1994).

%6 gee, generally, 35 U.S.C. § 122.
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(b) the 17-year term for U.S. patents for whick thventor had filed the application
before June 8, 1995, started from the day the pa@nbeen grantéd; after the 1994 Reform,
the term has been raised to 20 years, but the shacts now from the application filing dat&

Submarine patents, in fact, are a strategy whscimat workable anymore; however,

certain submarines may be still around, as it béllexplained below.

After having made this introduction, it is necegstéo define and explain how the
“submarine patent” strategy worked before 1995.c&iPatent Office maintained patent
application in secrecy until they eventually issasdoatents, submarine patentees used to file an
extremely broad application for a new industry evelopment, and periodically file continuing
applications in order to maintain the applicatianging for a very long period of time, even
some decades. Lastly, when the innovative indusigy“submarine” application referred to is
completely developed, and other businesses andamaegphad already spent millions of dollars
on that technology, the submarine patent finallyeryad, and instantaneously these investors

turn out to be nothing more than infringers of saémarine patefft.

This practice, according to the Congress, hasyav@en a major concern; the Senate,
while discussing the Patent Reform Act in 2007, gmwdposing a then non-introduced
amendment to eliminate all exception to publicatidrapplications filed before the PTO, cited
“submarine patents” as a distorted use (abusetehp system and, especially, as a means which

increases business uncertainty and may damagecieseal development planniti

Although the legal bases on which the submarimategy was founded have been
substantially reformed, and it is now impossible & applicant to successfully exploit this
scheme, this strategy may be important to analyrme st represents a clear case of abuse of
patent system. Its practical importance is noverafte Patent Act reforms in 1994 and in 1999,

to its minimum, however certain submarines maytitleasound, since:

(a) the 1994 Reform, which introduced the 20-yeam starting from the date of the
application filing, has not been retroactive, apgliecation filed before the date of entering into

%735ee 35 U.S.C. § 154 (before 1994PEAMAN, supranote 2, at 542.

26835 U.S.C. § 154 (2013). See also David L. NewrBming Once... Going Twice... Licensed Under thetM@asonable and Non-
Discriminatory Bidding TermstL1 Nw.J.TECH. & INTELL. PROP. 139 (2013).

%9 gee, among otherBavid L. Marcus, Is the submarine patent torpedo€od®d Motor Co. v. Lemelson and the Revival of @urttion
Application laches70 Temp. L. REV. 521, 525-26 (1997).

20 See Senate Rep. 110-259, at 24.
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force of the Reformi.e. June 8, 1995, still may benefit from the 17-yeamtstarting from the

date of patent issuarf¢é

(b) still some exceptions remain to the obligatimm the PTO to publish pending
application, however being limited to the (howadayarginal) cases in which the applicant

represents that he has no intention to seek pptetection abroad?

Submarine patents, however, has been looked to mvdst attention by scholars and
lawmakers than by practice. District Courts havénéd “submarine patents” as patents that
remain “submerged” during a lorex parteexamination process, then surfacing upon the grant
of the paterft®

However, in a series of cases, U.S. Courts hakenta strong position and challenged
the submarine patent strategy under the equitafnde ofache$’. The main cases in which
lachestorpedoed the alleged submarines have involvedJshome Lemelson (1923-1997), one
of the most famous American inventors of the XXtoeyy which liked to claim he had been
awarded more patents in the U.S. than any othévithal living at his timé’>. However, Mr.
Lemelson had application habits which made mostsopatentsde factosubmarines, since the
great majority has been issued even decades hééiirst application, due to continuous use,
accidentally or purposefully, of an intricate weld divisional and continuing patent

application’®.

Lemelson was subject, before and after his death,dseries of patent cases, all regarding
his allegedly “submarine patent§” The final word was written by the Federal Circuihich in
2002, almost a decade after Mr. Lemelson’s deatld tihat ‘prosecution laches may render a
patent unenforceable when it has issued only afteunreasonable and unexplained delay in

prosecutioh®’®

Moreover, there is no strict time limitation totelenine whether continue re-filings and

continuing applications amount to an abuse of siaguights of the applicant before the PTO;

21 gee 35 U.S.C. § 154(c)(1).
#25ee 35 U.S.C. § 122(b).
273 SeeReiffin v. Microsoft Corp104 F.Supp.2d 48, 49 (D.D.C. 200B)coh Co., Ltd. v. Nashua Cori85 F.3d 884, n. 3 (Fed. Cir. 1999).
274 |_achesis an equitable defense, which bars a plaintiffrfpoursuing a right or a claim with an unreasonaelay, in a way which prejudices
the opposing party.
z:: Ford Motor Co. v. Lemelsoi995 WL 628330, at 1 (D.Nev. 1995).
Id.
217 gee, for the final cas8ymbol Technologies, Inc. v. Lemelson Medical, &iire & Research Foundatiod22 F.3d 1378 (Fed. Cir. 2005).
278|d, at 1384-85 (citingymbol Technologies, Inc. v. Lemelson Med&#T, F.3d 1363, 1368 (Fed. Cir. 2002)).
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the matter will be decided as a matter of equityd aubject to the discretion of a District

Court™,

Drawing a conclusion, submarine patents are t@&rngemely rare due to the Patent Act
reforms in the 1990s, and the U.S. patent systeelf ihas found some doctrines, suclaabes,
in order to torpedo them. It is curious to noticewever, asachesis more alive than ever as per
patent prosecutifl’, while, as per patent infringement cases, the faéd@ircuit itself has

generally heldachesnot to be applicabfé"

While submarines belong to the past, one of thetmamious modern abuses of patent
system in the U.S. is deemed to be “patent trdlfiffy Patent trolls, like their fairy-tale-land
counterparts, hold but do not practice a patengnobn subject matter at the borders of patent
eligibility (such as business methods); they jusitwinder the bridge that other businesses or
companies start to infringe their unpracticed patend after they come up seeking their toll in

royalties.

The term has first been used by the former assigeneral of Intel, Inc., Peter Detkins,
in 200F% Detkins first used the stronger expressipatént extortionists but this brough Intel
to be sued for libel by one of the allegexxtbrtionists and, therefore, Detkins had to change its
mind, thus coining the termpéatent troll$, which is today used worldwide to identify this

practicé®*

Remarkably, the U.S. Supreme Court has taken iéiggosn this practice. In one of the
most important patent cases of the last decaBay v. MercExchang®, the Justices had to
address the issue whether to grant injunctive fréfem infringement to a rffon-practicing

entity’ 2°.

2°1d.; In re Bogese303 F.3d 1362, 1369 (Fed. Cir. 2002) (findlaghesin a case in which the applicant filetivelve continuation applications
over an eight-year period and did not substantiaglyance prosecution when requifed

20 g5ee, moreover, MPEP, § 2190.

21 3eeA.C. Auckerman Co. v. R.L. Chaides Construction @&f F.2d 1020 (Fed. Cir. 1992 bang.

2 Trolls are fictional, fantasy creatures of the tlormythology, which, at least according to somaglitions, await for travelers under some
bridges and seek payment of a toll in exchange friaresing them. See Marc Morg&tpp Looking under the Bridge for imaginary creatira
comment examining who really deserves the titleftakroll, 17 FeD. CIRCUIT B.J.165 (2008).

#3Brenda Sandsburg, You may not have a choice. figoléir dollars,in THE RECORDER(July 30, 2001). For a description of the trolbségy

in patent law, se@.g.,Pohimann & OpitzTypology of the patent troll busined8 R&D MANAG. 103 (2013); James McDonougdFhe myth of
the patent troll: an alternative view of the fulctiof patent dealers in an idea econe®§ BvORY L. J.189 (2006).

41d.; sednternetAd Systems, LLC v. Opodo L4&]1 F.Supp.2d 596, 601 (N.D.Tex. 2007).

285 eBay Inc. v. MercExchange LLE47 U.S. 388 (2006).

6 Or “NPE”, i.e. the non-pejorative term to define a “patent troll”.
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The respondentylercExchangeheld but did not practice a wide patent portfobmd
tried to reach an agreement wigBayabout one of the patent in the portfoli@. a business
method to facilitate the “sale of goods betweengig individuals, by setting a central authority
to promote trust among participarfts” The Justices, unanimous in the result of denying

injunctive relief to the “troll”, nonetheless spiit three concurring opinions:

(a) the majority opinion, delivered by Justice as, after having set forth the test for
granting an injunctive relief under patent law,rgeiout to the issue of non-practicing patentees,
although warning that not all of them can be deetoneble trolls, since the broader category of
NPEs may comprise university researchers or setfemaventors, which are not interested to

directly practice the invention, but merely to geiyalties by licensing 7t

(b) the first concurring opinion, in which Chiafslice Roberts, Justice Scalia and Justice
Ginsburg joined, shared most of the holding of thajority, and recommended the District

Courts called to grant remedies by relying on bpsiuciples of justic&®

(c) the third, and perhaps most punctual concgrmpinion, delivered by Justice
Kennedy, straightly goes deep into the issue odrgatolling, while specifically addressing the
issue of the existence o&fi industry in which firms use patents not as a$fs producing and
selling goods, but, instead, primarily for obtaigiticensing fee$®® the development of this
industry, and its potential effects on the whol¢éepasystem, has to be taken in consideration

while deciding on the proper remedy in an infringeincase, Justice Kennedy points?dut

The final result ofeBay has been a partial defeat for patent trolls ared éhd of a
substantial part of their “contractual” power. Ndigadoubts, in fact, that a patentee under U.S.
law has the right, and not the obligation, to gracits patent, therefore the behavior of the sroll
is squarely into their statutory rights, and itwanbe held to be a misuse of the patent itsedf; th
fact that a non-practicing entity may hardly, it mever, get injunctive relief has a certain weight

into patent troll practice.

%7 seeeBay,at 390 (as clear, the patent ownedvisrcExchangend allegedly infringed bgBayrefers to the system of customer evaluation of
buyers and sellers in tleBaywebsite known asféedback).

2881d. at 393.

2891d. at 395 (Roberts, C.J., concurring).

2909, at 396 (citing~ederal Trade Commission, To promote innovatios: Bioper Balance of Competition and Patent Law Boticy, ch. 3,

pp. 38-39 (Oct. 2003)).

#11d. (Kennedy, J., concurring).

135



In the aftermath okBay,the Federal Circuit has often used the phrase “cisopy
licensing” when discussing the refusal to granteanmnent injunctiofi>. However, the Court
itself has noted how the phrase used in theseidasishould not lead to confusion, since the
two conceptsi.e. compulsory licensing and denial of permanent injiomg are distinguishable.
Compulsory licensing, which is a known doctrinecopyright lavi®, entitles anyone who
meets certain criteria to gain a license by congresal authority?®* by contrast, the denial of a
permanent injunction, with the granting of a “reelole royalty”, is limited to a particular set of
defendants”.

3.2.2. Patent “evergreening”

Patents are, by nature, limited in time, and eulyeunder U.S. law the term of the
granting of patent rights is fixed by Section 1®4twenty years from the date in which the
application has been filed. However, a practicalmise of patent system has developed during
the years, especially in the pharmaceutical ingugtr (allegedly) abusively provide patent

protection over the limits of the 20-year term.

Medical research, by its own nature, works on bdites; therefore, the identification of
metabolites is essential in development of new @lrddnerefore, drug companies often seek
patent protection on the metabolites itself, sa, thiier the term of protection of the first patent
has expired, they can sue other competitors alegiduced infringement of the metabolite
patents, by inducing their patients to ingest thi, pherefore internally generating the

metabolité®®.

This “evergreening” strategy has been analyzetd I8/ Court as a matter of anticipation
under Section 102 of the Patent Act; generallyatemt is invalid for anticipation if a single prior
art reference discloses each and every limitatfdhe claimed inventiof?’, and, with reference

to what is material in evergreening cases, a faibreference may anticipate without disclosing

22gee, e.gFinisar Corp. C. DirecTV Group, Inc523 F.3d 1323, 1339 (Fed. Cir. 2008).
233ee, e.9., 17 U.S.C. § 115.
z:: SeePaice LLC v. Toyota Motor Corgs04 F.3d 1293, 1313 (Fed. Cir. 2007).

Id.
2% See MELMAN, supranote 2, at 176-7%Gardiner Harris & Chris Adams, The “Metabolite Defee”, WALL STREETJ.AL (July 12, 2001). See
also, generally, Scott C. Hemphill, Sampat N. Bmat#vergreening, patent challenges, and effective etdifie in pharmaceutical81 J.oF
HEALTH ECONS 327 (2012); Sandeep Kanak RathBder-greening: A status check in selected countviesJ OF GENERICMED.: BUsS. J.FOR
THE GENERICMED. SECT. 227(2010).
297 See, among otherlsewmar Marine, Inc. v. Barient, In@27 F.2d 744, 747 (Fed. Cir. 1987)
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a feature of the claimed invention if that missicigaracteristic is necessarily preser, is

inherent, in the single anticipating referefite

The basic point which is made by the Federal @irabout medical patent anticipation
and the “metabolite defense” has been made in a@kegases, and one of the most important is

Schering v. Geneva Pharmaceuticalscided by a panel of the Federal Circuit in 2803

The case involved two patents, both ownedSbiering;the first onej.e the prior art,
comprises the drug which goes by the commercialenafrClaritin™, a peculiar antihistamine
which does not cause drowsiness when ingestedebpdtient, while the latter patent covers a
peculiar metabolite of loratadine, scientificallydwn as “DCL”, which is a compound naturally
formed in the patient’s body after a chemical cosiom of Claritin™ in the digestion procé%
Structurally, Claritin™ and “DCL” only differ in a&in minor details of their chemical
structure, and the issue before the Court was wehdiie compound object of the second patent,
i.e. the DCL, had been anticipated by the issuance efitht patentj.e. the Claritin™ patent,

which was expired at the time of the is§te

The evergreening strategy is,Scheringcrystal clear: once the patent for the actual drug
was going to expire, the company filed another iappbn, covering the metabolite itself, and
after the second patent has been issued starti@ teeveral infringement actions against its
competitors, which sold generic versions of thegdm order to prolong the terms of the original

patent.

The Federal Circuit, with an opinion delivered hydge Rader, held that, applying the
inherency doctrine to evergreening cases, thene iseed for recognition in order to find that a
peculiar feature of the invention, disclosed in twor art, was actually inherent to™ft
Moreover, Judge Rader continues, DCL is not forraedan accident during the process of
digestion of the drug, but is a necessary consaxuehit, and, moreover, serves the utile result

of avoid drowsiness after the ingestion of Clafti?>.

29 geeContinental Can Co. v. Monsanto C848 F.2d 1264, 1268 (Fed. Cir. 199A)las Powder Co. v. Iveco, Ind.90 F.3d 1342, 1348-49
(Fed. Cir. 1999).
2% gchering Corp. v. Geneva Pharmaceuticals, 1889 F.3d 1373 (Fed. Cir. 2003).
222 SeeScheringat 1375-76 (with pictures of the chemical strucifrthe two metabolites)
Id.
%02 gcheringat 1377-78.
%3d. at 1378.
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However, the Court did not modify Bcheringthe general rule about inherency, refusing
to overrule the precedent of its predecessor Qouseabord®. In this case, the patent at issue
was related to an isotope coming with a nucleasti@a, which was not disclosed in the prior art
describing and enabling such nuclear reaction ggabe Court, however, found that the isotope
which formed the Seaborg claim was virtually undetkle in the prior art, since the reaction
would have produced onlya“billionth of a gram of the isotope in forty ton$ radioactive
material’3®. Therefore, rule of inherency will not apply inseathe subject matter of the “new”
patent, while technically present, is virtually etectable in the disclosed prior art; however, this

is not the case in evergreening pharmaceuticahpateategy.

Drawing a conclusion on evergreening strategiess iclear that they represent a
borderline conduct, which is legally legitimatene it is not beyond the patent grant or the
statutory grant, but which may be deemed to be siadell by public health advocates. However,
a solid and coherent doctrine of inherence may Weagpon in order to stop unjustified delays of
patent terms and allow, at the same time, produckigeneric drugs to enter the market of

patented pharmaceutical products once their reispguatents are expired.

Related, but not strictly connected to the isstiewergreening, lies one of the most
recent and controversial patent cases, relatedh@oanti-cancer drug which goes by the
commercial name of Glivec™, marketed by NovartisisTcase does not come from the U.S.,
but is an Indian case, decided by the Supreme @bimtia on April 1, 201%°.

The judgment, which has been held, in variousspairthe world, as a landmark decision
putting into jeopardy pharmaceutical patents, tsmaelgect the peculiar situation of India as per
patent law, especially in the area of pharmaceupatents; India, historically, had always held
drugs and chemical substances to be non-patertlelignd this has been considered by Indian
analysts and economists as one of the most impoidators for the growth of India’s drug
market, which has historically relied almost contglie on generic drugs, since (a) the country
was not equipped for research and development(@nchost of the medicinal plants and raw
materials used to produce generic drugs actuatiwam in Indid’’. However, when the TRIPs

agreements on the World Trade Organization enterédrce in 1994, India was bound by this

%04 scheringat 1379; sedn re Seaborg328 F.2d 996 (C.C.P.A. 1964).

305 Seaborgat 998-99.

%08 Novartis AG v. Union of IndiaGivil Appeal No. 2706-2716, Unreported Judgmenis:ildl, 2013 (India).
307 SeeNovartis,at 49-58 (drawing the history of Indian pharmaaealtindustry).
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new regime to make drugs patentable, and the Indawernment, after almost a decade of
provisional ordinances and special regimes, togethh complaints of both the U.S. and the
EU brought before the WTO dispute settlement systBmally complied with the TRIPs

provisiong®,

However, the provision of the Indian Patent Adtdi@ing the WTO-driven reform sets
forth, in the relevant section, thah& mere discovery of a new form of a known substarich
does not result in the enhancement of the knovicaeyf of that substantés not an invention,
and therefore is not patent-eligifflé Section 3(d) has been heavily relied upon byangidges
in Novartis, striking evergreening not on the ground of antitgrg as the U.S. Federal Circuit
does, but on the ground of patent eligibility itsalith a very broad interpretation of the relevant

section of the Indian Patent Act.

Consequently, the Court ruled that the invention Which Novartis sought patent
protection in Indiaj.e. a new form of the substance commonly known aseBli¥, in beta-

crystalline form, did not qualify for the patentgbility test under Section 3(d) aboté

Novartis, having failed to having granted patent protectionthe beta-crystalline form
of the drug, cannot extend the protection for Glfein India, since the drug object of the first
patent now falls into prior art. Howevedpvartismay be considered to be a peculiar and once-

in-a-lifetime case, since:

(a) the subject matter of the patengé. a drug for cancer treatment, was politically

sensitive, and the public opinion both in India afdoad called was extremely sensitive on this

issué*t

(b) the Court itself invited commentators not éad the judgment to mean that Indian
Patent Act bars patent protection for every incnea@anvention of chemical and pharmaceutical

substanced?

3081d. at 60-90 (the name dfovartisand the Glivec™ drug itself were actually refertedn the parliamentary debate for the Indian Patew
Reform, see § 82 of the Decision).
309 patent Act, § 3(d) (2005) (India). In the judgmethe Court often confuses “patent eligibility” Witpatentability”; unanimously, patent
lawyers and scholars draw a distinction betweenefgeeligibility”, related to the subject matter tbe application as suchg. a drug as such),
and “patentability”, related to the specific invientfor which a patent is soughig( the beta-crystalline form of Glivec™).
%10 Novartis,at 190. See also Frederick M. Abbdthe Judgment in Novartis v. India: what the Supr&oert of India saidJNSIDE VIEWS,
INTELLECTUAL PROPERTYWATCH, available at SSRNittp://ssrn.com/abstract=22504@%pr. 4, 2013).
zi; See, e.gNovartisat 82 (Indian MPs referring fdovartisin parliamentary debate on Section 3(d) Reform).

Id. at 191.
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In general, granting patent protection for lifedsg products or processes, although
squarely falling into the scope of patent protetgtiy may be politically delicate subject matter,
and cases involving patent protection on certaurgslr or treatments, have been subject to the

utmost attention of both economists and policymsker

Although an analysis of these cases does nowftilin the main scopes of this paper, it
may be interesting to cite that, currently, it efdre the U.S. Supreme Courtertiorari for the
Myriad Geneticscase; it is a case decided in August 2012 by tlierdad Circuit, dealing with
patent eligibility of therapeutic methods linkedthviseveral genes correlated with breast
cancet** the opinion has been published, in form of a siginion, on June 13, 2013; a 9-0
Supreme Court has ruled that:

(a) isolated DNA, as the one claimed by Myriad &as, falls into the groduct of
nature€’ exception to patent eligibility, even if in isadiag it several chemical and molecular

bonds have been severed;

(b) cDNA, which does not exist in nature, but itifigially created, is patent eligible
under Section 101,

(c) the opinion, specifically, does not involve thml patents, or patentability of
artificially-modified DNA3™,

%13 See, e.gAss’n of Molecular Pathology v. U.S. Patent anddEmmark Office689 F.3d 1303, 1324-25 (Fed. Cir. 2013)atents on life-saving
materials or processes, involving large amount ieky investment, would seem to be precisely thgestumatter that should be subject to
incentive of exclusive righ)s

%14 Ass'n of Molecular Pathologgt 1303.

315 Ass’n of Molecular Pathology v. Myriad Geneti689 U.S. __ (2013) (slip op.).
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CHAPTER I

ABUSE OFPATENT SYSTEM IN EUROPEANLAW

1. DEFINITION OF “ABUSE OF PATENT SYSTEM”, , 2. ABUSE OF PATENT SYSTEM IN EUROPEAN LAW; 2.1. THE
VOLVO DOCTRINE, 2.2. ASTRAENECA OR THE “ABUSE OF PATENT SYSTEM”, 2.2.1. Supplementary protection
certificates, 2.2.2. Inequitable conduct, Luxemigestiyle, 2.2.3. Abuse of regulatory procedu2e8. THE EU
DOCTRINE ON“ABUSE OF RIGHTS, 2.4.LIMITS OF THE COMMUNITY DOCTRINE OF ABUSE 3. ABUSE OF PATENT
SYSTEM UNDER | TALIAN LAW , 3.1.THE ITALIAN DOCTRINE OF “ABUSO DEL DIRITT®, 3.2. ABUSE OF PATENT SYSTEM
PATENTABILITY OF CAR SPARE PARTS 3.3. RECENT DEVELOPMENT IN ABUSE OF PATENT SYSTEMAFTERMATH OF

ASTRAENECA

A patent, unlike other intellectual property righsuch ascopyright, does not
automatically sprout from the creation or inventiohthe very object of the right, but it is
subject, as analyzed in the previous Chapters, seri@s of administrative procedures, which
generally come with the name pétent prosecutignin order to successfully grant the right at
issue during the prosecution, before a national Pateic@fthe inventor, in exchange of the
grant by the State of exclusive rights, has thesaimu(a) describe in detail the invention for
which the patent is sought, and, in separatelytellatlaims, the exact features that he considers
to constitute his invention, and which form theeajof his exclusive rights, (b) enable, through
the specification, othemptople skilled in the drto practice the invention, thus letting the paten
serve one of its main scope<. incentivizing scientific and technical researchviyy other

researchers andtftisang further elements to carry out their researches

! This “public law’ side of patent law, which is the fundamental basitheprosecution procedurand of the enablement requirement, has been
analyzed and stressed in Chapter I, both with eefss to European and U.S. patent systems.
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A patent application, in most legal systems, isawed and examined by the competent
Patent Offices, which, however, don’t usually hawe¢h the time or the means teetify’, with a
proper scientific method, the results set out imrgvpatent applicatidn Therefore, patent
examiners heavily rely on the allegation set fdiyhthe applicant which, in most legal system,
has a strict duty of candor in its relationstig-a-visthe Office’,

A patentee may be tempted, due to the breadtieoé¢onomic and legal powers granted
by a patent, to circumvent certain rules or procesiuin order to gain unduly advantages in the
form of a patent granting, or an extension ther&ébese conducts have occurred and dealt with

by European case law, and an analysis of the nel@ase-law is set forth in this Chapter.

2 The literature onscientific methad originally set forth in the works of Galileo Glai (1564 — 1642), is remarkably broad. Samong others,
for more practical approachespéH C. GAUCH, SCIENTIFIC METHOD IN PRACTICE (2003); the scientific method consists in a prooeith
different phases, specifically observation of a n@reenon, measurement, experiment, and the forrmonlatesting, and modification of
hypotheses. A patent examiner, in case he warftslsv such a method, should re-test every singleeeiment made by the applicant, but a
patent office cannot have both the financial actiiecal means, and very often the time and the know, to do so.

3 Seee.g.,the U.S. doctrine ahequitable conducset forth by U.S. Courts in order to strike downt@i@ conducts by patentees, that violated
their duty of candor towards the Office, with autleon the PTO finalized to the granting of a pafentvhich the applicant had no entitlement.
Seesupra,Chapter I, for the analysis of the doctrinérefquitable condudh U.S. law.
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1.DEFINITION OF “ABUSE OF PATENT SYSTEM”

Recalling the classification set out at the beigigrnof this work, an &buse of patent
systeriis a conduct carried out by a patentee or a papplicant, which tends to distort the
application of certain rules and procedures betbesPatent Office, in order to be granted a
patent which he did not deserve or, alternativéty,unrightfully extend the terms and the
duration of a validly issued patent; patent lanass extensively analyzed in this work, a system
made of checks and balances, having the fundamaintato ‘promote scientific and technical
research, and the progress of useful grtsy granting exclusive rights to inventors onithe
technical innovatioh

Therefore, the inventor has certain dutiesa-visnot only the society, which may be
taken into consideration while analyzing casesaok lof practice of the patented invenfiobut
also the Patent Office itself; a failure to compligh these requirements will result in the Office
rejecting the applicatién

Also the procedure for the granting of an EuropPatent under the European Patent
Convention encompasses requirements and dutigbdapplicant, roughly similar to the ones
set forth by national patent lawe. enablement requirement, filing of drawings to whtble
invention sought to be patented refeend includes the provision for a divisional apation, in
which the applicant may complete the previous apfibn, but tiot beyond the scope of the
original applicatiort®.

This patent prosecution system has the main stmpatisfy the public interest coming
with the grant of patent protection, ensuring that public may have its share of benefits which,

on the long run, repay the exclusive rights giverhe inventor; arightfully issued patefitin

4 The guiding light is always the grant of poweestablish a patent system in U.S. Const., art8|,@. 8. For an historical reconstruction of the
rationale of the first Patent Acts, see als@EGEPPESENA, | DIRITTI SULLE INVENZIONI 16 andff. (3" ed. 1990).

® Seeg.g.,Paris Convention 1883, art. 5(a)(2); but alsotatidn law, Legislative Decree 10 febbraio 20053 art. 69(1) [heneinafter, Code of
Industrial Property]. These provisions, and thesoofupractice in particular, will be extensivelyadyzed in the following Chapter.

% In the Italian system see,g.,the specific duties of the applicant as explaimeBiCATALDO, | BREVETTI PER INVENZIONE in COMMENTARIO

AL CoDICE CIVILE SCHLESINGERat 16-22 (including, but not limited to, the deptinn of the invention in a way that enables a perskilled in

the art to practice the invention, see also thairement to file to the Patent Office a specimethefinvention in case of invention of biologic
matters). See, for this last allegation requirem@ntie of Industrial Property, art. 162.

" See European Patent Convention, art. 78(1); ling fif drawings or models is, however, not mandatbut an onus for the applicant in order
to satisfy the enablement requirement. Moreoverfiting of drawings gives a further element todése the invention and interpret the claims,
which is fundamental due to the inherent ambigoftglaims translated in equally authoritative andltiple languages (French, English,
German).

8 See European Patent Convention, art. 138, se&aigQ | BREVETTI SULLEINVENZIONI starting at 308 (3ed. 1990).
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fact, will enable scholars and researchers to ‘fibvan”, and improve the patented invention,
with incremental innovations which constitute thelfof the development of scientific resedrch

Certain conducts may be imagined, and actuallyehla@en carried out, in order to
circumvent these norms, which constitute, it haddorecognized, a barrier to the granting of
patent rights; by distorting such legal provisianpatentee may well be able twaud’ patent
offices, in order to get an exclusive right with@i¥ing the public its share of benefits, or even
carving away certain knowledge from the public dongmining exclusive rights thereth

Certain conducts by patentees may be held to bsealof patent system, in particular the
conducts analyzed in this peculiar light by Europaad Italian case law have been:

(a) the patent application for subject matters sehpatent eligibility is discussed, such as
the ltalian case ofar spare partsjn this sense, the Italian system may be an iniegefield to
analyze, since, until 2008, there was not an exatiin procedure in prosecution before the
ltalian Patent Office, the/IBM**;

(b) providing to Patent Offices false information order to gain supplementary
protection certificates for pharmaceutical produatsabsence of the statutory requirements to
obtain such extension of patent protectfon

(c) distorting rules of procedure before the EeanpPatent Office in order to create legal
uncertainty on patent protection for certain subjeatters?.

The following section will analyze these threeesgsand will attempt to reconstruct a
coherent doctrine of abuse of patent system, wighajpplication, at the Community level, of the
“abuse of rightsdoctrine set forth by the European Court of Ziesin several cases involving

tax law and, at a national level, of thabtise of rightsdoctrine developed by the civil law

° This reconstruction of thetionale of the patent system has been extensively recansttuwith quotations of authors from different siged
countries, both in the Introduction and in Chaptet § 1.

% Seejnter alia, Jessica LitmarThe public domair39 EvoRry L.J.965,972;Bonito Boats, Inc. v. Thunder Crafts Boats, 1489 U.S. 141
(1989), on the requirement of novelty patent does not carve out from the public donmaadds something new, granting on it an exclusive
right”. See also 35 U.S.C. § 102(g), in which an inventay gain a patent on an already-known subjedemat the original inventor has
concealed it; in this case, the value of public domis remarkably strong, since the “secret inwanitis not into the public domain, and the legal
system awards the third party that shares the tdegention with the public.

11 Examination was set forth by Royal Decree 13 s#ite 1934, n. 1602, but never entered in force.Jtwe of Industrial Property set forth a
granting of power for the Ministry of Economic Démement to set up an examination procedure; thadtéirial Decree to this purpose has been
issued in 2008, setting forth a system in whichUlgM is assisted by the European Patent Officeaimying out prior art researches. Seg,,

D1 CATALDO, supranote 6, at 22, ansupra,Chapter 1, at § 3, with further references.

2 Seeg.g.,Case T-321/0%AstraZeneca AB v. Comm12010] E.C.R. 11-2830 (in which said conduct waschie constitute an abuse of
dominance). OstraZenecasee generally, among the vast literature sproutirigf the EU Courts’ decisions, sBavid W. Hull, The
application of EU Competition Law in the pharmadeaitsector,2 J.EUR. COMP. L. & PRAC. 480 (2011); Maria Teresa Maggiolino & Maria
Lilla MontagnaniAstraZeneca’s Abuse of IPR-related procedures:mothesis of anti-trust offence, abuse of rights] PR misuseyW. ComP.
245 (2011); Josef DrexA\straZeneca and the EU Sector Inquiry: when do &fédings violate competition lawMax Planck Institute for
Intellectual Property and Competition Law Resedtaper No. 12-02 (2012), availablehdtp://ssrn.com/abstract=2009276

3 This is the case analyzed by the Italian Competifiuthority (AGCM) inPfizer,see Case A431, Provv. No. 23184tiopharm/Pfizer(Jan.

11, 2012).
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doctrineand, in the recent years, extensively used by thert€, in particular by th€orte di
Cassazione.

The application of th@buse of rightivil law doctrine in patent law is undisputed by
most of the commentators, since the illegalityref sibuse is extensively recognized in the legal
systems all around Europe, although the extentsadpplication to patent law remains unclear,
mainly because of the rarity of abuse of right sas&olving patent law and since an abuse of
rights connected to a patent is often successadbjressed under the more developed doctrines
on unfair competitiot.

Ultimately, it is necessary to stress that, althoiigs undisputed thatbuse of rightsnay
apply also to the “patent rightg’e. to the right to exploit the invention, this anabysiill focus
on the abuse of “right to patent”, the right of timentor to seek patent protection for its

invention.

14 DI CATALDO, supranote 6, at 43; see alsauGIo LEVI, L’ ABUSO DEL DIRITTO. For a case in which abuse of patent enforcenystem has
been treated as an unfair competition issue, seeTorino,Lazer S.A. v. OSBE S.r13 febbraio 2012 (unreported case).
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2.ABUSE OF PATENT SYSTEM IN EUROPEAN LAW

Intellectual property rights, such as patents,eh@maditionally been a matter of national
law, and the Treaty of Rome, at the very momentsoinception, did not encompass any rule
aimed to harmonization of intellectual propertyntgyamong the Member States; instead, it set
forth that the protection ofifdustrial and intellectual propertycould well be an exception to
the provisions on free movement of gobdand recognized the absolute competency of Member
States in setting forth property rights, includintellectual property right§.

The relationship between intellectual propertywtigand EU law has been analyzed since
the first commentators of the Treaty of Rome; atipalar argument has been proposed by
German scholars, in particular by Marcel Gotzenpvangued that the EC founding fathers
expressed in the wording of the Treaty their irtento carve all the acts of exercise of patent
rights out of Community law, thus upholding thational scopeof IP rights, which the Treaty,
with particular reference to Article 36, has leftthe jurisdiction and to the almost exclusive
regulation of Member Statds The Gétzen doctrine follows an extremely faséirgaargument:
in order to harmonize intellectual property law amditrust law, national patentees have to fall
into “those undertakings to which the State grants ‘eteturights’ pursuant to Article 90 of the
Treaty' 2,

This argument, however, was perceived to be exdhefmagile, since the provision called
upon by Goétzen, and which, in the consolidated tdxthe Treaty on the Functioning of the
European Union, is enshrined in Article 108{1)actually sets forth a special regime under
competition law for those undertakings to which 8tate grantsspecial rights exceeding the
limitations set forth by lawj.e. a situation in which there is a legal monopoly, fscal

advantages, or peculiar powers of actfionMoreover, the judicial interpretation of the

!5 Treaty establishing the European Economic Commuiar. 25, 1957, 298 U.N.T.S. 3, art. 36 (as feetf1957) [hereinafter, EEC Treaty].
6 See F.A. Mannindustrial Property and the EEC TreaB4 INT'L AND COMPAR. L. QUART'Y 31(1975).

' The argument has been first set forth by Marcelz&t Gewerblichen Rechtsschutz und Gemeinsamen MarkiR INT. 224 (1958);the
Gotzen doctrine has been upheld by other commdstshg French and Italian authors, seg.,Monnet,Die terriotriale Wirkung von Patenten
in Gemeinsamen Markih GRUR INT. 302(1965),Plaisant,Le principe de territorialité des brevets d'invantiet le Traité CEEREC. DALLOZ
261(1967);CatalanoBrevetti e regole di concorrenza CHE, FOROIT. 79(1968).

18 Gotzen,supranote 17, at 236; see also0BGIO FLORIDIA, LA PROPRIETA INDUSTRIALE NELMERCATO COMUNE, in TRATTATO DI DIRITTO
COMMERCIALE E DIRITTO PUBBLICO DELLECONOMIA GALGANO VOL. V starting at 400 (1982). See EEC Treaty, art. 9&eatly TfEU, art.
106(1).

¥ TfEU, art. 106(1), ih the case of public undertakings and undertakimgs/hich Member States grant special or exclusigiets, Member
States shall neither enact nor maintain in forcg ameasure contrary to the rules contained in thealies, in particular to those rules provided
for in Article 18 and Articles 101 to 109

2 5ee Draetta, iniR. DIR. IND. 313(1962).
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intertwining between this norm amahtitrustlaw has always been in favor of a direct applicgatio
of antitrust principle, scrutinizing the conduct of the undemak directly in the light of
competition lavi™.

An evolution of the Europeadoctring in the sense of the Gotzen doctristarted to
appear unsustainable, since from these argumemtssakcalleddomaine réservéoctrine
sprouted, under which the EEC Treaty had fixed @sedl number of matters left to the
competency of European Communities, which cannagXpanded by way of interpretation; in
this sense, intellectual property remained outhef jurisdiction of the European Courts and,
moreover, according to the most extreme point daisethisdoctrine,the preliminary rulings of
EC Courts on intellectual property rights should liad national courts.

Criticisms for thedomaine réservé@octrine pointed out to its inconsistency with the
whole system of the European Communities, and cartata's, since the 1980s, started to held
that such an anachronistic doctrine could not bionally upheld, especially after the
outstanding evolution of the Community legal systemhich was going to guide an
harmonization of intellectual property nationaldégystem through the action of the European
Court of Justice and its preliminary rulings thelmsg”. However, it has been noticed that a
complete harmonization cannot exclude the caseiffd@rent national patents, with which the
patentee excludes the introduction, in every cqurdf patented products coming from other
Member State¥.

Generally, therefore, European Courts could nnitstgze the existence of a patent and,
a fortiori, the fact that such patent has beeigtitfully issued, without an abuse of patent
system carried out by the conduct of the patent@iehwturned out to be an abuse of dominance

or another category of acts falling under the fliagson of the European Courts.

2 In this sense, see Case 90M38icio Henry van Ameyde Srl v. Ufficio Centralalitino S.r.1[1977] E.C.R. 1091, th&JCI” case, in which
the “special privilege” granted by the Member S{@tly) was the exclusive right to settle claimsalving foreign insurance policies for car
accidents occurred in the territory of the Statee Tourt directly scrutinized the conduct of thelemaking pursuant to Article 86 EEC Treaty,
i.e.abuse of dominance. See also Trib. Milano, 5 lug8@9, inGiur. Ann. Dir. Ind.at 1203 (1979).

%2 Thedomaine réservdoctrine, which has been argued starting from th&zéh doctrine, is explained and criticized iRIDIA, supranote 18,
at 406; other criticisms come from the German dioetitself; among these, the most interestinglergurpose of this work is B8TMACKER,
VERMITTELUNG, at 104 (1964), arguing thatights coming with intellectual property may be eiged for aims which are inconsistent with
European law on abuses and anticompetitive agretshevhich is exactly the point that the European @afti Justice would have later
analyzed, starting with théolvocase. See below, and Chapter IV, for\odvocase.

% See EORIDIA, supranote 18, at 408, stressing on the progressive hamaiion of IP rights in the Community.

% This case is argued by Guglielmettis decisione della Corte comunitaria sul caso PaBliayis,RIv. DIR. INT. PRIV. E PROC 834(1968).
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2.1. THE VOLVODOCTRINE

The landmark cases, in which the European Coudustice clarified the relationship
between intellectual property rights and Commulaty, with particular reference to competition
law, areRenault v. CICRANd Volvo v. Vengboth decided in 1988 The cases arose from
certain actions, brought before national Courtsgdryproducers, which held patents or industrial
models on car spare parts; in particulRenaultarose before an Italian Court, in which the
parties alleged that the conduct BRenault,to seek patent protection for car spare parts,
constitutes arabuse of patent systersince, generally, these products should not benpate
eligible due to lack of inventive st&p

The dicta of the European Court of Justice, both preliminarings in infringement
actions filed before the national Courts, shape&berine, which later would have become the
basis of every analysis of the relationship betwesional patent law and European competition
law: in the words of th&olvo Court, “as Community law stands at present and in the aleseh
Community standardization or harmonization of latte determination of the conditions and
procedures under which protection of designs andleisis granted is a matter for national
rules’?’,

The decision has been object of various commevtig;h mostly focus on the issue of
patent eligibility for car spare parts, and on #iisence to a duty to license said patents and
exclusive rights on spare part, in the light of fnciple stated inolve®®, one commentator
interprets the Court’s holding iWolvo by arguing that EC law could not syndicate national
patent law until they give rise to an arbitraryatisiination,i.e. the case in which national patent
law allows to patent an invention already patefgd third party in another Member State

Another point that has not been analyzed by consnéut is worth some reflections, is
the space the doctrine itself opens for its desbmc the Volvo Court holds that intellectual

property rights are a matter for national ruléstherefore European judges cannot scrutinize the

% These cases, Case 53/8TCRA v. Renaulf1988] E.C.R. 6067, and Case 238/88vo v. Veng[1988] E.C.R. 6211, will be analyzed in
more detail in the following Chapter, since theydlve abuse of patent system odly relato,and focus mainly of abuse of pat