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*56 1. Introduction

On March 6, 2009, the United States Court of Appeals for the Federal Circuit granted a petition for en banc rehearing on
whether the extraterritoriality of 35 U.S.C. § 271(f) “appl[ies] to method claims, as well as product claims.”" The Federal
Circuit’s decision to hear this issue en banc underscores the importance of protecting intellectual property in a global
economy and the role of extraterritoriality. Recent technological advances have allowed for engineering resources to be
scattered across the globe.” In fact, Cisco Systems has set aside $1.1 billion dollars towards research and development and
training in India.’ Many of today’s generation of Americans can remember Wal-Mart’s “Buy America” ad campaign.*
Nowadays, it is hard to find products in the United States that are not made in China, even at Wal-Mart.’

Behind the increased globalization of manufacturing and engineering, the protection of intellectual property looms as a factor
dictating which States can be trusted to protect investments in research and development of new technologies. This Note
addresses, from an international law perspective, how intellectual property *57 protection has changed and should continue to
change in today’s globalized economy. Changes should ensure that incentives remain in place for inventors as the world
shifts from independent national markets to the flourishing of international trade on the global marketplace.

Today’s global economy challenges the way in which patent enforcement can be obtained. For example, State A may grant a
patent, or other intellectual property right, to an inventor on an invention that State B has determined not worthy of
protection.® As a result, actions that would be deemed infringing if carried out in State A could legally be carried out in State
B, free from infringement. With this knowledge, manufacturers in State B can manufacture this invention within their State
and profit from the result of the inventor’s research. Furthermore, even deliberate attempts to delay product availability in
some markets can lead to a surge of counterfeit knockoffs.” The problem is not the lack of uniform standards; in fact, it is
often desirable to permit individual States the freedom to try novel economic experiments.® Rather, the current approach to
extraterritorial application of patent law where each State decides how far to reach, on an ad hoc basis, poses a serious threat
to the system of independent national patent systems.

The Trade Related Aspects of Intellectual Property Rights (TRIPS) agreement was signed in April 1994° and currently has
153 members to the agreement.” “[TRIPS] has been dubbed the most ambitious international intellectual property *58
convention ever attempted.”"" Using the TRIPS agreement to put an end to the extraterritorial application of patent law would
encourage international cooperation, the development of State patent systems, and add predictability to global markets and
international intellectual property law. Part II of this Note discusses the basic principles of international law, patent law, and
the TRIPS agreement before discussing the intersection of these bodies of law and various State approaches to extraterritorial
application of patent law. Part III provides suggestions for a new approach, a proposed solution, and potential challenges to
the proposed solution. Part IV concludes with an overview of the problem, a proposed solution, challenges, and a suggestion
for moving forward.

I1. Discussion

At the risk of oversimplification, a simple childhood analogy familiar to most will help illuminate the problem at the heart of
this Note. Assume the author lived in a household where he had to remove his shoes before entering the house. When the



author visits a friend’s house whose parents do not have such strict rules, his friend’s parents specifically tell him to wear his
shoes in the house. They purposefully made the decision to install wood floors so they could wear shoes in their own house.
Should the author’s friend be punished for wearing his shoes in the author’s house? More interestingly, should the author fear
punishment from his own parents when he wears his shoes in his friend’s house? The answers seem clear in this context, yet
in the context of international patent enforcement, the answers are far from clear and depend on which State is asked.

A. Principles of International Law:" Sovereignty and Extraterritoriality

International law is a term used to describe the legal system governing relationships between States.” It is composed of a set
of rules and principles including basic legal concepts such as status, property, obligation, and tort, as well as substantive law,
procedure, process, and remedies."* Sources of international law can *59 be found in treaties, “general principles of law
recognized by civilized nations,” and customary international law."

The United Nations was established following World War IL.'"* The primary driving force of the United Nations is to
encourage and maintain justice and respect for principles of international law."”” There are currently 192 Member States to the
United Nations who have committed themselves to the purpose of achieving international co-operation in solving
international problems of economic character.” In pursuit of this goal, the United Nations and its members are to be guided
by principles of sovereignty, universality, and equality because the organization is based on the “sovereign equality of all its
Members.”"

Extraterritoriality is closely related to these fundamental principles of international law. Whereas State sovereignty is the idea
that within the borders of each State, that State alone is the sovereign, governing body of its people, extraterritoriality refers
to the application of a State’s laws beyond its borders.”” The outer limits placed on extraterritorial jurisdiction are loosely
defined by customary law and treaty law.** Whether a State’s laws extend beyond its borders and how far they do extend is a
question ultimately left up to each State.”> For example, in the United States, this question is initially left to the legislature to
determine the reach of the statute upon enactment where jurisdiction is based upon principles such as the territorial principle,
congressional intent, effects doctrine, nationality principle, and passive *60 personality principle.” Another complicating
factor is that international law permits concurrent jurisdiction if the interests of multiple States are at stake; therefore, in those
situations, exclusive jurisdiction at international law is rarely vested in a single State.*

With advances in modern technology, it is now easier than ever before to communicate and travel across the globe. Activities
that were traditionally considered local are no longer bound by national borders and can more easily have effects within the
territories of other sovereign States.” The laws of separate States will therefore come into conflict more often and further
complicate choice of law issues.” One such area of law that has predominantly been addressed on a national level is
intellectual property law.”

B. Patent Law: National Incentives to Innovate

“Intellectual property means legal rights in ideas.”” It is a property right similar to real property or personal property and
likewise, all are also private rights.” Intellectual property rights derive from the sovereignty of the individual State granting
such rights.” Correspondingly, grants of intellectual property rights are tied to the scope of protection given in the grant of
the right from the issuing *61 State.’* Intellectual property rights typically fall into one of five categories: patents, trademarks,
copyrights, trade secrets, and industrial designs.”” This Note focuses exclusively on patent rights, which are directed to new,
nonobvious, and useful inventions.”

The ultimate goal of a patent system is “to bring new designs and technologies into the public domain through disclosure.”**
In exchange for fully disclosing to the public the details of the invention, the inventor is granted exclusive enjoyment of the
invention for a period of time.” This limited monopoly right conferred with the granting of a patent is a property right, and
like every property right, ideally the boundaries should be clearly marked so as to warn others before they are about to
trespass.* Unlike real property, where you can point to a fence around a piece of land and say “this is mine,” patents must be
described with words and “the nature of language makes it impossible to capture the essence of a thing in a patent
application.”” Therefore, the determination of the encompassed subject matter within a patent typically requires a thorough
understanding of the language used to describe the invention, in addition to some small degree of judicially administered
“wiggle room” to account for the nature of language.*



Because a patent owner is granted a limited period of exclusive monopoly rights to make and use the invention, if another
person begins to make or use the patented invention without the permission of the patent owner, the patent owner has a cause
of action at law for infringement.” Infringement is the term of art used to describe a trespass on intellectual property.*
Similar to remedies available for real property trespass, the available remedies for patent infringement typically include *62
money damages and equitable injunctions.” The availability of a legal remedy for patent infringement ensures that the
incentives given to inventors encouraging public disclosure of their invention stay in place and are upheld.”

In today’s modern world, where goods are produced in one State to be distributed to various States around the world,
ensuring global patent protection becomes very important. Patent rights derive from the independent sovereignty of an
issuing State and ultimately protect products embodying the patented inventions, but only within the borders of that issuing
State. In order to simplify the process of dealing with nearly two hundred® different national patent offices to obtain global
patent protection, some international cooperation will need to take place.

C. TRIPS: Minimum Standards of International Patent Law

1. Relationship Between International Trade and Patents

Although the need for intellectual property law has been recognized at least as early as 1474* and the need for international
intellectual property protection has been recognized and attempted at least as early as 1883,* the modern era of international
intellectual property protection grew out of the Uruguay Round of the General Agreement on Tariffs and Trade (GATT)
negotiations in the 1980s.* It may seem curious that intellectual property protection was incorporated into the GATT agenda
- a multilateral trade agreement through the World Trade Organization (WTO) - rather than being addressed by the World
Intellectual Property Office (WIPO), and indeed it was met with skepticism.”” Developing countries were wary of
incorporating intellectual property protection into GATT out of fear that their interests would not be protected in the “rich
man’s club” of GATT.* Furthermore, *63 there was a strong argument that intellectual property should remain under the
control of WIPO because it had experience in such matters and GATT did not.*

Despite the criticism of incorporating intellectual property protection into GATT, the Trade Related Aspects of Intellectual
Property Rights (TRIPS) agreement was born out of the conclusion of the Uruguay Round of GATT in 1993 and signed on
April 15, 1994.° When proposed, it was described as the innovative solution to remedy the lack of international protection of
intellectual property.” Furthermore, it has been dubbed “the most ambitious international intellectual property convention
ever attempted.””

The reasons for shifting intellectual property protection to GATT, however, grew out of the fact that intellectual property and
international trade are so closely related.” The creation of new technology typically requires the investment of substantial
capital and if States lack adequate intellectual property protection mechanisms, this will actually work to destroy the
incentives that intellectual property protection attempts to create. For example, if competitors are able to make an infringing
product in a State with weak intellectual property protections without having to invest in research and development, they will
be able to offer a product on the international market at a lower price to consumers than the patent holder.” The consumers
faced with a choice of products on the international market will tend to choose the cheaper, counterfeit products thus
reducing the patent holder’s profits.*® This reduction in profits to the patent holder will reduce his ability to recoup his
financial investment in acquiring the new technology and this will tend to discourage continued innovation and creativity.”
The States with strong patent protection will therefore lose revenue to the States having weak patent protection, which, free
from research and development costs or royalty costs, are able to produce goods at a *64 cheaper cost.”® Although cheaper
products are in everybody’s best interest in the short term, in the long term, they will tend to destroy the incentives that
encourage the development of new technology.” While the counterfeiters are in direct competition with the inventor, their
livelihood actually depends on the inventor’s continued desire to innovate and invest in research.®

2. History and Precursors to TRIPS: All Bark and No Bite
To best understand the nature and scope of the TRIPS agreement, a brief history of the previous attempts will help set the

landscape. The first attempt at an international treaty on patent law harmonization was the formation of the Paris Convention
in 1884,°" which has been described as the “foundational patent harmonization treaty,” and is administered by WIPO.®



Prior to the Paris Convention, many States applied a principle of patent dependence against foreign inventors.” This is best
illustrated in an example where an inventor sought patent protection in States A, B, and C, and then decided not to market his
invention in State C. The inventor may decide to save some money and cease paying maintenance fees in State C, thus
allowing his patent rights in State C to lapse. Under the principle of patent dependence, States A and B would no longer
recognize the inventor’s right to a patent. Rather, they would claim he abandoned the invention in their State as soon as he
allowed his patent rights in State C to lapse.** In a world where patent rights are dependent on one another, the lapse of those
rights in one State would lead to the global forfeiture of patent rights.” Hence, one of the principles furthered in the Paris
Convention was that of the independence of national patents.*

*65 The principle of independence of national patents reflects the theory that property rights derive from the sovereign State,
and each sovereign State should be able to decide what it carves out for protection and how it protects this patent grant.” Vast
differences in legal and political systems resulted in some States exempting certain technologies from patent protection.®
Furthermore, formerly communist States such as China had a hard time grasping the concept of personal ownership in
property, let alone personal ownership of such intangible things as intellectual property.” Even today, significant differences
in patent and legal systems of each State persist to the point where the international patent system is not ready for a rejection
of the independence of patents.”

One consequence of the principle of independence of patents is that each national patent must be enforced individually.”
Rather than a series of national patents, tied together to represent one invention, the Paris Convention allowed for the
situation where an inventor could have his invention covered by 172 national patents, each in a different State, where each
national patent stands by itself and is valid independently from the other 171.” Furthermore, remedies for patent infringement
must be sought in each State and are defined as the rights afforded a national citizen in the State where enforcement is
sought.”

Another common criticism of the Paris Convention was that it did not extend patent protection to foreign inventors equal to
that afforded to nationals.” Therefore, careful crafting of national patent laws could be used to lower the protection of a
foreign inventor in one State that would otherwise exist to a national inventor.” Hence numerous efforts have attempted to
harmonize national legislation on intellectual property through the use of WIPO.” Yet arguments from both developed *66
nations and developing nations have thwarted many efforts at harmonization.”

Developed nations ultimately became dissatisfied with the enforcement mechanisms available to them and the weak patent
protections through WIPO and the Paris Convention, thus giving birth to the TRIPS agreement.” It should therefore come as
no surprise that fundamental goals of the TRIPS Agreement include promoting free trade by increasing the strength of
intellectual property rights™ in addition to facilitating the open-market development strategies of developing nations.* TRIPS
emphasizes that each Member State is to enact laws necessary to allow private citizens to pursue their own actions against
infringers," and it establishes a set of minimum requirements that must be implemented by each Member State.*

D. TRIPS: Enforcement at Last

The TRIPS agreement establishes minimum, baseline intellectual property protection® and is non-self-executing in that the
enactment of implementing legislation must be carried out on a national level by each Member State.* This permits some
degree of flexibility among State approaches to implementation of the TRIPS agreement.” Special provisions are in place
giving developing nations and least-developed nations extra time to enact their implementing legislation.*

In addition to providing extra time for developing and least-developed nations to enact implementing legislation, TRIPS also
has provisions instructing developed nations to provide incentives to and cooperate with developing and least-developed
nations.” Article 66 directs developed nations to provide incentives to enterprises and institutions in their own territories to
promote technology transfer to least- *67 developed-nation members and thus enable least-developed nations to establish a
technological base.” Article 67 further encourages developed nations to provide technical and financial cooperation with
developing and least-developed nations in the preparation of laws and regulations on the enforcement of intellectual property
rights.”

This suggested encouragement goes hand in hand with the most important change provided in the TRIPS agreement over
previous patent conventions, namely the establishment of clear procedures for the national enforcement of intellectual
property rights.” Whereas the Paris Convention merely required that each Member State treat foreign nationals the same as



nationals with respect to available remedies at law, the nature of the proceedings for patent enforcement was left entirely up
to the member states.” On the other hand, the TRIPS agreement clearly specifies many detailed requirements for national
patent enforcement proceedings including procedures,” evidence,” and remedies.” As stated above, TRIPS mandates that
these requirements must be incorporated into national laws of the member states.”

E. National Approaches to Global Patent Enforcement and Three Types of Extraterritoriality

Despite the detailed minimum requirements set forth in the TRIPS agreement, States apply their laws and protect intellectual
property in many different ways.” The tools of international law, namely treaties and multilateral conventions, can be and
have been utilized in bringing States together to achieve some degree of harmonization among national laws.” One area not
addressed in the TRIPS agreement deals with extraterritoriality of patent law.

Traditionally, the extent to which a State’s laws extend beyond its borders is one of legislative decision and should be left up
to the governments of each State.” *68 If the independence of national patents is accepted while patents are also enforceable
beyond the borders of the issuing State, the result will be conflict between two independent patents from different States.”
When it comes to patent law, the global economy would benefit from the predictability of an approach where certain uniform
guidelines were applied to determine the reach of each State’s patent laws to restore balance to independent national patents.

States have taken various approaches in dealing with principles of extraterritoriality regarding national patents on the
international marketplace. As stated above, each sovereign State can determine which inventions are worthy of a patent and
which substantive protections come along with that patent. Extraterritoriality, as applied to patents, addresses whether that
patent has effect beyond the borders of that sovereign State, and if so, to what extent.

For the purposes of this discussion, extraterritoriality is broken down to three categories of behavior where the laws of one
State encroach upon the laws of another State. Those three categories are: 1) unilateral acts of coercion by States with strong
IP protection against States with weak IP protection; 2) States applying domestic patents to regulate foreign acts; and 3)
States applying foreign patents to regulate domestic acts. In investigating these various approaches, the consequences of
States taking different approaches in these areas should be kept in mind.

1. States Having Weak IP Rights Coerced by States Having Strong IP Rights

If each State had identical patent systems, there would be less need for extraterritorial application of patent laws.'” There
would be little need to apply one State’s laws beyond its borders because the laws of all other States would be exactly the
same.'"" On the other hand, if State A has a strong patent system, whereas State B has a weak patent system, it becomes clear
that a company with intellectual property to protect would desire the patent law protections of State A over State B.'” This
disparity in strength between national patent systems fuels the desire for extraterritoriality.'”

*69 Scholars often categorize States as being either a “developed nation” or a “developing nation.”'* A developing nation is
one that is not as economically or politically advanced as the main industrial powers, whereas the term “developed nation”
often refers to those main industrial powers.'” For this analysis, the distinction is relevant because perspectives on intellectual
property protection tend to differ between the two categories.

i) Viewpoint: Developed Nations

Developed nations generally desire strong intellectual property protection. Because they rely less on manufacturing, and
more on technologically focused industries, they seek strong intellectual property protection to retain their competitive
advantage.'” Strong intellectual property protection assures businesses and owners of IP that their investment in technology
will be free from piracy and theft.'"” Furthermore, developed nations also desire global protection of inventions to prevent
“free-riding” off their investment in IP and to encourage continued future technological advances building upon their present
investment.'®

ii) Viewpoint: Developing Nations

Developing nations, however, seem to have a love-hate relationship with intellectual property protection. On the one hand,
strong intellectual property protection makes developing nations more attractive to foreign investors from developed nations,



thus fostering economic growth.'” Furthermore, strong intellectual property protection will encourage the growth of high
value, high wage industries built on intellectual property.'"

*70 On the other hand, developing nations may also view intellectual property protection as a way for developed nations to
maintain dominance over new technology and to keep developing nations dependent on their technological superiority.'"
This is certainly true in the short- to mid-term, when developing nations must bear the cost of implementing tough
intellectual property protection and enforcement mechanisms while very little intellectual property is actually owned within
their borders."?

Developing nations that are willing to suffer these consequences, however, can experience the long term benefits of foreign
investment and fund domestic research institutions benefitting from stronger IP protections in other such developing
nations.'” Indeed, those developing nations who want to close the knowledge gaps between themselves and developed
nations will actually seek to provide stronger intellectual property protection to remain competitive and encourage foreign
investment.'"

iii) Investigation of BRIC Economies - Weak Domestic Patent Enforcement

The analysis of IP protection in Brazil, Russia, India, and China-- collectively known as the BRIC States--is insightful
because, despite weak IP protection, developed nations cannot afford to ignore the market opportunities in these areas.'” In
all four States, intellectual property infringement is widespread and problematic."® Many of these States have rushed to meet
TRIPS deadlines with the threat of sanctions otherwise.'” This has created an incentive to pass legislation to meet timelines,
but failure to adequately implement or protect those rights granted."® *71 For example, in India, IP enforcement is
problematic because the courts are so backed up that the average time to get a case heard is around twelve years.'” As an
example of how fast technology can change in twelve years, keep in mind that the first digital MP3 player was released in
1998 and the first iPod came out in 2001."°

iv) Unilateral Sanctions to Coerce Stronger Protection

As stated above, developing nations initially expressed skepticism about whether intellectual property rights should be treated
as a trade issue and thus included in any GATT agreement.” In convincing developing nations that intellectual property
rights improvement should be addressed in an agreement through the GATT and not the WIPO, where developing nations
constituted the majority, the United States threatened the use of trade sanctions to obtain the necessary votes to place IP on
the GATT agenda.'”” The United States has also used unilateral acts of coercion to pressure Brazil, Russia, India, and China
into improving their intellectual property regimes in ways separate from their obligations under the TRIPS agreement.”

One such procedure the United States can use to coerce foreign States into adopting stricter intellectual property protection is
through the use of Special 301 provisions pursuant to Section 182 of the Trade Act of 1974, as amended by the Omnibus
Trade Competitiveness Act of 1988 and the Uruguay Round Agreements Act of 1994."** Under Special 301 provisions, each
year the United States Trade Representative (USTR) must identify:

*72 (1) those foreign countries that --

(A) deny adequate and effective protection of intellectual property rights, or

(B) deny fair and equitable market access to the United States persons that rely upon intellectual property protection, and

(2) those foreign countries identified under paragraph (1) that are determined by the Trade Representative to be priority
foreign countries.'”

Brazil was one of the first States to face direct sanctions under the Special 301 provisions in 1988."* Before Brazil announced
it would seek improved patent legislation for pharmaceuticals, these sanctions affected $200 million in trade that year
alone."” More recently, in 2007, the USTR placed twelve countries on the “priority watch list,” reserved for the worst group
of offenders, including China, Russia, and India."”® Although U.S. threats of trade sanctions against the BRIC have
consistently proved effective in creating significant changes to domestic and international laws themselves, problems with
ensuring actual enforcement of those new laws remain.'”



2. Applying Domestic Law to Acts Outside the State

Although coercion is one approach for States desiring stronger international patent protection, another approach is to apply
their own domestic laws extraterritorially.”® Rather than convincing each State to make changes to their intellectual property
laws, this approach allows stronger States to “take matters into their own hands.” This approach applies domestic law to
capture infringing activity substantially beyond a State’s borders, if not entirely beyond."

*73 1) Investigation of United States: Congressional attempts at extraterritorial enforcement

In the United States, there is a traditional presumption against the extraterritorial reach of acts of Congress unless Congress
has explicitly stated otherwise."> In fact, the United States Supreme Court has previously held that “acts of Congress do not,
and were not intended to, operate beyond the limits of the United States . . . .”"** The U.S. judicial branch, therefore, generally
will not read a statute to capture acts abroad unless Congress expresses a clear intent to do so. This practice was most clearly
demonstrated in Deepsouth Packing Co. v. Laitram Corp."*

a) Deepsouth: Supreme Court rejects extraterritorial application of U.S. patent laws.

Deepsouth involved an infringement suit where Laitram held a combination patent on a process for deveining shrimp.”* A
combination patent is a patent where none of the individual steps of the process are worthy of a patent, but only the
combination as a whole is new and worthy of patent protection.”* Deepsouth manufactured parts that, when assembled,
would infringe Laitram’s patented shrimp deveining process in the United States.”” The real issue of the case was whether
Deepsouth could be held liable for infringement in the United States where it simply made the parts of deveining machines,
to sell the parts to foreign buyers, where those foreign buyers would assemble the parts and use the machines abroad.'**
Basically, Deepsouth made all the parts for the machine, but those parts were not put together until they were outside the
United States."’

The Supreme Court stated, “[t]he statute makes it clear that it is not an infringement to make or use a patented product
outside of the United States.”'* The Court viewed the question as “did Deepsouth ‘make’ (and then sell) something
cognizable under the patent law as the patented invention, or did it ‘make’ (and *74 then sell) something that fell short of
infringement?”'*" The Court then considered the extraterritoriality of U.S. patent law by stating:

To the degree that the inventor needs protection in markets other than those of this country, the wording

of 35 U. S. C. §§ 154 and 271 reveals a congressional intent to have him seek it abroad through patents

secured in countries where his goods are being used. Respondent holds foreign patents; it does not

adequately explain why it does not avail itself of them.'*
Finding that a “combination patent protects only against the operable assembly of the whole and not the manufacture of its
parts,” the Court held that Deepsouth did not “make” an infringing product in the United States.'*

b) Congressional response to Deepsouth: We won’t stop you!

In response to the Court’s decision in Deepsouth, Congress extended the reach of U.S. patent law beyond the borders of the
United States by enacting 35 USC § 271(f) in 1984."** This statute uses clear language to provide that certain extraterritorial
conduct can result in liability if the conduct would be illegal if performed within the United States.'*® More specifically, §
271(f) is seen as an exception to the general rule that under United States patent law no infringement occurs when a patented
product is both made and sold in another State."** Indeed, under § 271(f)(1), patent infringement occurs when one “supplies . .
. from the United States,” for “combination” abroad, a patented invention’s “components.”’*” If the facts of Deepsouth were
before the court again, § 271(f) would require the opposite result.'”® Therefore, if a person in the United States makes the
parts for a machine, which individually are not protected by a patent, and these parts are shipped overseas *75 and never
enter the United States again, that person can be held liable for infringement in the United States.'*

¢) Microsoft v. AT&T: We heard you, but surely you did not mean to capture this?
The Supreme Court was recently faced with a chance to apply 35 USC § 271(f) to a similar set of facts in Microsoft v.

AT&T.™ AT&T held a patent on an apparatus for digitally encoding and compressing recorded speech.”’ Microsoft
conceded infringement of AT&T’s patents for every computer running Windows within the United States because Windows



incorporates software that can infringe AT&T’s patent.'” The real issue was whether “Microsoft’s liability extend[s] to
computers made in another country when loaded with Windows software copied abroad from a master disk or electronic
transmission dispatched by Microsoft from the United States?””'** Observing that “foreign patent protections are sometimes
weaker than their U.S. counterparts,” AT&T sought to hold Microsoft liable in the United States for infringing acts in Japan
and Germany.”™ Recognizing that §271(f) is an exception to the general rule that U.S. patent law does not apply
extraterritorially, the Court nonetheless held that Microsoft’s actions abroad did not constitute infringement under §271(f)."

The Court, however, did not base its decision on the sole ground of the territoriality of U.S. patent law. Rather, the Court
reached such a conclusion by first deciding that infringement occurs only when Windows is installed on a computer, as
opposed to a copy of Windows sitting in a box on a shelf.”® The Court further held that a copy of Windows, not Windows in
the abstract, qualifies as a “component” under § 271(f)."”” Next, the Court drew a distinction between copying and
supplying.”* Quoting the lower court’s dissenting opinion that “one cannot supply *76 one hundred components of a patented
invention without first making one hundred copies of the component,” the Court concluded that Microsoft, in sending one
copy of Windows abroad to be copied and installed abroad is not supplying a part in or from the United States and thus its
acts did not constitute infringement under § 271(f).” According to the Court, making one copy of Windows in the United
States to be installed overseas on lots of computers for digitally encoding and compressing recorded speech was not the same
as making multiple parts to a shrimp deveining machine in the United States to build shrimp deveining machines overseas.'®

In case there was any doubt as to the technical distinctions drawn by the Court, the Court continued that “any doubt that
Microsoft’s conduct falls outside § 271(f)’s compass would be resolved by the presumption against extraterritoriality . . . .”"*'
Furthermore, “[t]he presumption that United States law governs domestically but does not rule the world applies with
particular force in patent law.”'> Even though Congress enacted §271(f) to address an area of extraterritorial application, the
Court held the presumption against extraterritoriality is not defeated and the statute is instructive only towards the extent of
the statutory exception.'” So the Court did give a nod to the presumption against extraterritoriality, but failed to rely on this
as the primary rationale in reaching its conclusion. Like Justice Cardozo’s famous opinions where “no single argument quite
carries the day, even while the ensemble seems sufficient,” the Court recognized that an opinion based solely on the
presumption against extraterritoriality would not have carried the day.”* This suggests that the Court is aware that
extraterritorial application of patent law should be avoided, but when faced with a statute where reasonable minds *77 could
differ as to Congress’s intent, the Court must grasp at straws to support its decision not to do so.'”

ii) Investigation of the European Approach: Extraterritorial reach so long as alleged infringer had intent to infringe
domestically.

Although each European State has its own patent laws, many of the European jurisdictions have similar rules inspired by
section 26 of the 1989 Community Patent Convention.'* One such provision which is similar among most European States is
a prohibition against “contributory infringement,” such as that found in Germany’s Patent Act.'” German courts recognize
that the territorial limitation of German laws and German patents requires that a person must commit infringing acts in
Germany to be liable for infringement of a German patent.'* Recent decisions have allowed German patent owners to pursue
an infringer who makes an infringing product abroad who then intends to ship the infringing goods in a targeted and
intentional manner into Germany.'®

For example, in the Radio Clock decision, the defendant was a Hong Kong corporation that offered and sold infringing alarm
clocks in Germany through a different Hong Kong registered trading company.” The Munich Appeal Court held the
defendants liable for infringement of the German patent.””" The German Federal Supreme Court affirmed the decision despite
the fact that importation to Germany was accomplished by a third export company in Hong Kong (not before the Court),
because the defendants knew both that the clocks would be imported to Germany and that there was a German patent that
may cover the alarm clocks.'”

*78 In Radio Clock II, the German Federal Supreme Court was given another opportunity to comment on the
extraterritoriality of German patent law.'” The court stated in passing that German law would also capture an entity making
components domestically and then sending the components abroad to be combined into an infringing product, if and only if
the subjective intent requirement of intending an infringing use in Germany was also met."”* This essentially creates a two
part test for indirect infringement: 1) some act of delivery must occur within Germany; and 2) the deliverer must intend for
the infringing device to be used in Germany.'”

Even though these recent decisions from Germany have been described as ground breaking and have pioneered a way to



increase the extraterritorial scope of German patent law," it is important to recognize the difference in extraterritorial scope

between U.S. law and European law. Assume that in both situations we have a domestic manufacturer who makes
components which individually are not protected by a patent, but when combined, they infringe a domestic patent.
Furthermore, in both countries the domestic manufacturer does not assemble the components but ships them abroad to be
assembled for use and sale abroad. In the United States, the domestic manufacturer would be liable for infringement under 35
U.S.C. § 271(f) even if the finished product is never sold or never reaches the United States. In Europe, or at least under
German law, the domestic manufacturer would not be liable for infringement unless some act of delivery occurs within
Germany and the deliverer had the subjective intent for the infringing product to be used within Germany.

3. Applying Foreign Law to Acts Within the State: The Japanese Approach

In addition to the form of extraterritoriality where domestic law is applied to foreign acts, another form is where foreign law
is applied to domestic acts. Japanese courts, unlike the courts of the United States, adhere to a strict principle of territoriality
when it comes to its own patent laws by following the principle that “a patent right with an individual country only comes
into effect within the territory of *79 the said country.””” However, Japanese courts hold a slightly different view when it
comes to applying foreign law to acts within the state.

For example, it is a widely recognized argument in Japan that questions as to the “validity or nullity of [a] patent goes under
an exclusive jurisdiction of the country where the patent was registered.”"”® In the Coral Sand Case, the Tokyo District Court
was given an opportunity to decide what should happen when the patent validity issue was raised in a foreign patent
infringement case.'” In that case, both parties were Japanese companies.'™ The plaintiff sold and exported products of coral
powder to the United States and the defendant held a U.S. composition patent which included coral sands.”' The plaintiff
filed suit in Japanese courts for a declaratory judgment action that its products were not infringing the defendant’s U.S.
patent.'®

The Tokyo District Court agreed that exclusive jurisdiction over patent validity or nullity litigation belongs to the courts of
the State issuing that patent.'"® The court nonetheless held that a validity assertion does not provide a reason to deny the
international jurisdiction of the Japanese courts because a decision in Japanese courts would only bind the parties in the
present case and would not make the patent invalid.'" The court effectively treated the case as an issue of substantive law to
be resolved by choice of law principles, rather than that of international jurisdiction." The court, applying U.S. law, found
that the plaintiff’s product did not literally infringe the defendant’s patent, nor did it infringe under the doctrine of
equivalents.'*

*80 Having expressed the opinion that Japanese courts are capable of applying foreign law to disputes between domestic
parties over domestic acts, the Japanese Supreme Court took it a step further in the Card Reader Case."” The plaintiff in this
case held a U.S. patent, without a corresponding Japanese patent, on an invention titled “FM signal demodulator.”"* The
defendant manufactured a “card reader” in Japan and exported it to the United States where its subsidiary sold it in the United
States.'"” The plaintiff filed suit in Japan alleging that the card reader infringes the U.S. patent when the subsidiary sells it in
the United States and that the defendant’s act of exporting the card reader constitutes induced infringement under 35 U.S.C. §
271(b).” The main issues before the court were “which laws applied to the infringement of a U.S. patent” and whether the
court could issue an injunction halting the plaintiff’s Japanese production.""

According to the Japanese Supreme Court, because patent law is territorial in nature and a U.S. patent right was at issue, U.S.
law should provide the substantive law for resolving the dispute.”” The court then analyzed induced infringement under 35
U.S.C. § 271(b) and determined that it was contrary to the “public order” of Japan.'” The court reached such a conclusion
because if the court affirmed an injunction to prohibit acts in Japan because of the U.S. patent, it would be the same as
allowing the validity of the U.S. patent right to extend beyond its territory into Japan.' Finding the U.S. law offensive to the
Japanese notion of territoriality, and thus contrary to the “public order,” the court held that the U.S. law would not apply and
went forward with the application of Japanese law."”* Therefore, the Japanese *81 approach can be categorized as applying
foreign law in domestic courts to the extent it does not conflict with domestic principles.'*

In summary, States take various approaches in attempting to apply one State’s laws beyond the borders of that State.
Developed nations often attempt to coerce developing nations into passing stricter intellectual property laws under the threat
of sanctions otherwise."” The United States legislature drafts broad statutes in an attempt to regulate infringing acts abroad,
often with unpredictable results in the courts.”® The European approach is to regulate infringing acts abroad only if the
alleged infringer intended to infringe domestically.”” Finally, the Japanese approach is to apply foreign law to both foreign



and domestic acts between domestic parties.”” A new approach is needed.

II1. Analysis

Extraterritoriality fails because it creates friction between States, discourages the development of national patent systems, and
is unpredictable. The current ad hoc approach cannot be salvaged in a manner short of a new regime. This Part explores
suggestions for a new system with a view towards removing the current pitfalls inherent in the ad hoc approach to
extraterritoriality.

A. Why Extraterritoriality Fails

1. Creates Increased Tensions Between States

States, having made several deliberate policy choices in establishing their own patent protection systems, will be offended if
their decisions are not respected by foreign States. One problem with the current ad hoc approach to territoriality is that it
creates friction between States that, after having made deliberate policy choices in the best interest of their citizens, offer
differing degrees of patent protections. Recently, for example, the United States has been attempting to persuade China to
increase its intellectual property protections through bilateral negotiations.”” Concurrently, the United States has also filed
sweeping complaints with *82 the WTO alleging that “China is responsible for a wholesale failure to protect valuable
intellectual property rights, costing American businesses billions every year in lost revenue.”*”

In response, Beijing has objected to the United States’ attempts at using the WTO to force China to crack down on pirated
goods.”® In fact, the Chinese Ministry of Commerce spokesperson stated: “We oppose any WTO member imposing any
obligations other than TRIPS on developing members via the dispute settlement mechanism.””** Shortly after the cases with
the WTO were filed, China warned that the case filings might have repercussions.*”® Chinese Vice Premier Wu Yi stated that
the United States has “totally ignored” Chinese attempts to clean up its intellectual property protection systems and that the
latest U.S. actions would have negative effects on bilateral negotiations.” Sure enough, these warnings rang true when China
pulled back from some areas of cooperation with the United States on protecting intellectual property rights by rebuffing a
request for a new meeting of the U.S.-China Joint Commission on Commerce and Trade, cancelling a trade fair, and
suggesting that all bilateral talks on the issue should be made through the global trade body.*”

Although this is just one specific example of how unilateral acts of coercion strain bilateral relationships between those
States, Professor Bird--who is an Assistant Professor of Business Law at the University of Connecticut--has analyzed the
effects of coercion in international economics relations, particularly in the BRIC States, and has reached some similar
conclusions.”® U.S. threats of trade sanctions have indeed resulted in significant changes to domestic and international laws.*”
Coercion as a dominant long term strategy, however, provokes retaliation by the targeted state, evidences the fragility of
trade relations with the United States making *83 it more difficult to forge future trade relationships, and mobilizes resistance
and hostility against the sanctioning state.*

Furthermore, extraterritoriality of one State’s laws cuts against the international principle of state sovereignty. It has been
stated with respect to other trade issues that “continued promulgation and application by Member States of laws and
regulations whose extraterritorial effects affects the sovereignty of other States is not in the interest of international
cooperation as it undermines the sovereign equality of nations.”"' In a world where States come in different sizes,
backgrounds, and levels of development, the principle of State sovereign equality demands that each State respect each other
State and treat one another as equals.*”® States should refuse to indulge in the extraterritorial application of patent laws
because it encroaches upon another State’s sovereignty and disrupts foreign relations.”’

2. Extraterritoriality Discourages the Development of National Patent Systems

States with weaker intellectual property protection have little incentive to strengthen their own domestic enforcement
mechanisms when they know other States are more than happy to expand the territorial reach of their own laws into the
weaker State. The irony in this situation is that developed nations, initially frustrated with the existence of the free-rider
problem,”* sought to expand extraterritoriality which has just exacerbated the problem. This situation occurs for a couple
reasons. First, history has shown that States will resist stronger intellectual property protection unless it is in their best



interests otherwise.””” For example, what would motivate China to increase its intellectual property protections if U.S. patent
holders could prosecute Chinese infringers within U.S. courts? In other words, if a remedy is available in U.S. courts, when
U.S. patent holders are upset about Chinese infringement, they can pursue those infringers in the United States rather than
lobby for changes in Chinese practice. As long as States continue to hold infringers *84 of domestic patents liable for
infringement abroad, there will be less incentive for increased protection in those foreign States.”

Second, there is the problem of funding. Building a strong domestic patent system in a developing nation requires substantial
funding and hard work.*” For patent systems similar to the United States, the administrative patent office is primarily a
user-funded system.”** This could create the paradoxical situation in developing nations where, due to weak IP enforcement,
inventors choose not to file patents in that State. That State then receives fewer patent applications in a given year, depriving
that State of funding that could be used to strengthen IP protection and enforcement mechanisms.”” So long as States with
weak, underdeveloped domestic patent systems continue to exist and profit from counterfeit goods, the system will break
down resulting in the current situation.” By “picking up the slack” of States with weak IP enforcement using the
extraterritorial application of patent laws, States with stronger IP enforcement are not creating any incentives for those
weaker States to actually develop stronger IP enforcement within their borders.

3. Application of Extraterritoriality is Unpredictable

The current approach to extraterritoriality also suffers from unpredictability.” For example, in the United States after
Deepsouth, Congress explicitly made the decision to apply domestic patent laws to acts conducted abroad in certain
situations.”” When the Supreme Court took up Microsoft v. AT&T, rather than taking the nod from Congress to apply U.S.
patent law extraterritorially, the Court read the statute so narrowly as to distinguish between “copying” software and
“supplying” software.” If Microsoft would have sent one copy of Windows overseas for each computer it was to be installed
on, rather than sending one copy of Windows overseas *85 to be copied and then installed on many computers, the outcome
of the case would have been different.”* Although there is now a legal distinction between the two actions, there is hardly a
technical distinction.” The only predictable aspect of the opinion was that the Court strongly desired to stay out of the
business of extraterritorial application of U.S. patent law and was grasping at straws to find a way to do so without directly
stating so.”* Although the correct result was reached because U.S. law was not applied to reach foreign conduct; the
reasoning behind the opinion left much to be desired.

Approaches similar to the Japanese approach are equally as unpredictable. As stated above, the Japanese approach is that
foreign law can be applied in domestic courts for foreign or domestic conduct, but only to the extent that it is consistent with
the “public order.”” If each State took this approach, then within each State there would be many possible permutations of
applicable law.”” This approach is also far from predictable and could encourage forum shopping for the court with the most
favorable “public order” to void unfavorable provisions of the foreign patent law. The most unpredictable aspect, however,
remains in the current ad hoc approach *86 where some States view patent law as territorial, other States do not, while still
other States generally do unless certain requirements are fulfilled.””

Returning to the initial childhood analogy, the uncertainty in the current approach is readily apparent.” If the author’s house
is the United States, the author might get punished at home for wearing his shoes in his friend’s house. If the author’s house
is Germany, the author would get punished for putting his shoes on at his friend’s house with the intent of wearing those
shoes in Germany. If the author’s friend’s house is Japan, then the author would get punished by his friend’s parents for
wearing his shoes in Japan (due to the U.S. rule) to the extent it does not conflict with the “public order” of Japan.
Meanwhile, the author’s U.S. parents would constantly threaten his friend’s Japanese parents that the author would not be
able to come over unless his friend’s parents adopted rules prohibiting wearing shoes indoors.

B. Proposed Solutions

1. Further Increase the Extraterritorial Reach of National Law

Several scholars have suggested that the solution to this problem, especially in light of modern technology, is to expand the
jurisdiction of U.S. patent law.” For example, Melissa Wasserman has suggested that advances in networking and
communications technologies should be solved by expanding the extraterritoriality of U.S. patent law by “adopting a
substantial effects test, constrained by comity concerns.””> However, this “substantial effects test constrained by comity
concerns” is no more predictable than the current approach. Although Wasserman suggests some excellent ideas for handling



increased divided infringement™ due to advances in technology, she ultimately suggests a unilateral expansion of the
extraterritorial reach of U.S. patent law.”* Wasserman’s approach leaves foreign States *87 out of the picture and fails to
utilize existing frameworks for international cooperation because it does not suggest an international solution. Therefore, this
solution would ultimately fail in the same manner as the current approach, as addressed above, because it would continue to
spark tensions between States, and does nothing to encourage the development of State patent systems, and although “comity
factors” may add some predictability, the result would still hinge on a particular judge’s determination of those “comity
factors.”””

Similarly, others have called for expanding extraterritorial jurisdiction of U.S. patent law in certain situations.”® For example,
Kendra Robins has suggested an approach to deal with the problem of divided infringement by the extraterritorial application
of U.S. patent law only in cases where a foreign patent could not have been drafted to cover the activity, but the subject
matter of the activity was patentable in the foreign State.”” This proposal is more appealing than Wasserman’s because it
provides a more detailed and certain approach to the problem; however, it calls for determining whether an activity is or is
not patentable in the foreign State. This comes dangerously close to the current Japanese approach, where domestic courts are
to interpret and apply foreign law.”® In addition, it does not solve the “free rider” problem because States could enact strict
statutes without having the infrastructure to provide enforcement while relying on stronger States to provide the enforcement
extraterritorially. Robins’s solution will still provide inventors with an incentive to seek U.S. patent protection without regard
for where protection for the invention is ultimately sought because, so long as they have a U.S. patent, they will be able to
regulate “infringing” conduct occurring outside of the United States.

Furthermore, Professor Bradley rejected approaches similar to Robins’s and Wasserman’s ten years prior, with words that
still ring true today:

Changes in communications, travel, and trade, to name a few things, have made the world a smaller

place. Cross-boundary problems, ranging from environmental degradation to terrorism, have compelled

nations to find new ways to work together. Those who attack territorial approaches to the application of

U.S. law typically argue that territorialism is no longer compatible with this global interdependence. The

irony, however, is that this very globalism may actually increase the need for territorialism. . . . This

certainly appears to be true in the area *88 of intellectual property law, where the international law

framework continues to be heavily infused with territorial principles.”’
Although several have suggested expanding the extraterritoriality of patent law to deal with the current problem, unless each
State in the world adopts the same approach and to the same extent, then the current situation of ad hoc extraterritoriality will
remain.*** Along with this comes all of the problems associated with ad hoc extraterritoriality touched upon in this Note: lack
of international cooperation, few incentives to develop strong State patent systems, and unpredictability.**' In order to solve
the problem created by today’s global economy, an international solution is needed.

2. Eliminate the Extraterritorial Reach of National Law

Professor Bradley’s primary conclusion is the idea that “as long as the nation-state continues to be the principal actor in
international relations, global cooperation and development may actually depend on territorialism.”* After an extensive
analysis of the presumption against extraterritoriality, extraterritoriality in other branches of law, and possible alternatives,
Professor Bradley concludes that the “[e]xtraterritorial application of U.S. intellectual property law is inconsistent with the
international framework.”** He further concludes that the only possible remedy is to halt the judicial abandonment of
territoriality.”** Professor Bradley poses several alternatives as examples of how the United States can reach foreign
infringements that harm U.S. rights holders ranging from political branch action to judicial branch action including the
consideration of claims in U.S. courts based on foreign intellectual property law.***

C. Solution as Superior to Current Ad Hoc Approach

The proposed solution is consistent with Professor Bradley’s conclusion that “a territorial approach to intellectual property
rights still has a place in our age of *89 globalism,” but it goes a step further in suggesting a common international solution to
be implemented in an international cooperative agreement, such as the TRIPS agreement.* This solution would further
utilize the existing framework for cooperation on international intellectual property rights in accordance with the TRIPS
agreement. Just as TRIPS currently allows States some freedom in choosing how they pass legislation to conform with its



requirements, the proposed solution should do the same while further clarifying the procedures for the national enforcement
of intellectual property rights.”’ This solution should make clear that the patent grant by one sovereign State should fall under
the exclusive jurisdiction of that sovereign State, the authority of a State to grant a patent ends at that State’s borders, and an
infringement suit is only proper within a State if the infringement occurred within that State.”**

This solution is consistent with the territorial nature of patent law. First, the State giving an exclusive property right is in the
best position to determine the scope of the right it grants.” Second, a patent grants protection of the invention within the
borders of the nation.” Support for this second proposition can be found in the TRIPS agreement itself as an extension of the
independence of patents.” The proposed solution would effectively eliminate the extraterritorial reach of domestic patent
laws. More importantly, this solution will encourage friendly international relations, provide incentives for the development
of national patent systems, and provide predictability.

1. Encourage Friendly International Relations

The proposed solution will encourage friendly international relations in several ways. First, an international agreement will
inherently involve international cooperation in coming together to agree on a common approach. Rather than States
extending their extraterritorial jurisdiction in an ad hoc manner, the proposed solution calls for an agreement among States on
the underlying substantive law to reduce the scope of extraterritorial jurisdiction.” In coming together to work out a *90
common scheme whereby each national patent is enforced individually, the proposed solution is also consistent with the
principle of independence of State patent systems.*

More importantly, however, the proposed solution involves the empowering of developing countries.” For States that are
currently known for weak protection, the fact that stronger States are yielding to their domestic decisions will empower them
to take intellectual property rights seriously because they will see other States respecting their decisions and not stepping on
their toes by expanding foreign jurisdiction into their State. The proposed solution will encourage developing nations to work
with developed nations to implement the standards already outlined in the TRIPS agreement. Therefore, taking a territorial
approach to patent law will encourage international cooperation.’

Second, and related to international cooperation, this approach will respect notions of State sovereignty. Because intellectual
property rights derive from the sovereignty of the individual State granting such right, that the proposed solution reiterates
the importance of seeking patent protection in each State is an implicit statement of the sovereign status of each of those
States.”* By placing the ball in the court of each State, this respects that State’s decision on whether to trade patent protection
for the disclosure of a particular invention. Then, at a later date, if a challenge is made to that grant or an infringement suit is
brought, that State is in the best position to determine the extent of the protection which operates within its borders.

Returning to the analogy from earlier, if we assume extraterritoriality is acceptable, the author’s parents could then punish the
friend for wearing shoes in the friend’s own house. Relations between the author’s family and his friend’s family would be
much smoother if the author’s parents were not able to go over and tell the friend’s parents how to raise their child and what
rules they should live by in their own home. Similarly, bilateral relations between States would be friendlier if each State
knew that the other State acknowledged its competency to make decisions and also respected the consequences of those
decisions.

*9]1 2. Development of National Patent Systems

Eliminating the extraterritorial application of patent law will also have the effect of encouraging the development of national
patent systems. The global enforcement of intellectual property rights is important for encouraging investors to enter
high-risk research ventures.”” Indeed, if the extension of domestic laws to foreign conduct is stopped, then industries will
have to help form an international policy, similar to the process that kicked off the TRIPS agreement.”® Alternatively,
because extraterritorial application of patent laws will prevent one State from hearing patent litigation regarding foreign
conduct or foreign patents, this will encourage corporations and inventors to lobby for change in those foreign governments
directly.” As the U.S. Supreme Court has previously stated, “[t]o the degree that the inventor needs protection in markets
other than those of this country . . . [he should] seek it abroad through patents secured in countries where his goods are being
used.””*

Furthermore, by limiting the reach of patents to the borders of one State, this will encourage inventors to file more patents in
a greater number of countries. By filing more patents in foreign States, the fees paid to obtain a patent in the user-driven



patent systems will increase funds to that State.”' This extra income could then be used to fund future strengthening of
intellectual property rights and, perhaps optimistically, would tend to create a race to the top situation because States that
offer more robust protections would attract a larger number of patent applications from inventors worldwide.*” The increased
number of filed patents will also increase the amount of public disclosure in furtherance of the goal to bring new designs and
technologies into the public domain.”*

*92 Tim Trainer with the Global Intellectual Property Strategy Center has stated that one of the best ways to encourage
patent enforcement in China is to develop strong ties to Chinese enterprises, and make enforcement part of their best
interests.” Putting an end to the extraterritorial application of patent laws will prevent the end run around, helping to develop
stronger patent systems in States that are currently deficient. This approach places the incentives in the correct place by
encouraging inventors seeking protection in a foreign State to work with that State to obtain a patent or increase
enforcement.”” Rather than exacerbating the problem, by increasing jurisdiction of national patent laws, why not work to
eliminate the problem altogether by dealing directly with those States with weak protection? Therefore, the proposed solution
will encourage the development of national patent systems, which goes to solve the root cause of the problem.

Assume that the rules of the author’s house are only enforceable within the walls of his house. If he then wears his muddy
shoes in his friend’s house, it is up to them to decide if they want to ban shoes in the house, ban muddy shoes, install wood
floors, assign cleaning duty to the “dirty shoe wearer,” or simply live with the mess. The bottom line is that the friend’s
parents can decide what rule works best for them. Likewise, if the extraterritorial application of patent law is prohibited, it
will force each State to make choices for themselves; choices in which that State will have a vested and ongoing interest.

3. Predictability

It has been stated that “the most important consideration is to provide the judges with the clearest set of tools so that the
decisions are consistent, and strongly support intellectual property rights.”* The proposed solution will create clear
guidelines not only for judges but inventors and corporations as well. By drawing a bright line around a State’s borders and
declaring a patent only effective to conduct within that State, it will be clear whether jurisdiction exists. As stated earlier,
with respect to the description of the patented invention, the boundaries here should be clearly marked so as to warn potential
infringers before they are about to infringe.”

*93 Many of the complicated legal issues relating to combination patents could be resolved in a simple, predictable fashion.
If the individual components, none of which individually are worthy of patent protection, are not combined for use within the
borders of the State granting the patent on the combination, then there is no patent infringement in that State.**® Similarly, if a
patent holder from State A attempts to file a suit in State B for infringement, the court in State B should refuse to hear the
case since the inventor refused to seek patent protection in State B.”” Further, increased predictability would further benefit
international cooperation and the development of national patent systems.*”

Life would be simpler and more predictable for the author if he knew that whenever he was a guest in another’s house, he
should simply ask them about their rules because those were all that mattered. No longer would the author have to worry
about which friends’ parents would rat him out to his own parents, which ones were cool, or which ones were absent minded
and might slip up the next time they saw his parents. Analogously under the proposed solution, if an inventor knows up front
which countries he wants to market his idea, it would be clear that he should seek patent protection in each State in which he
desires patent rights. Moreover, manufacturers would also benefit from the predictability because so long as the State in
which they are making or importing did not extend patent protection, they would be free to operate.

D. Challenges to the Proposed Solution

To be fair, the proposed solution would face a few challenges to implementation. First, the most obvious challenge would be
in getting everyone to agree that limiting the extraterritoriality is in everyone’s best interest.””* While it may be easy to get
developing nations on board, it might be difficult to convince developed nations to remove their hand from the cookie jar of
expanded jurisdiction over acts within the territory of another sovereign. Perhaps if developed nations realized that the
current expansion of extraterritoriality merely exacerbates the problem, they *94 would be willing to negotiate an
international solution to the current international problem.””

Second, some States may claim that a special exception should not be carved out of the law of extraterritoriality for patent



law.”” This argument, however, is merely a matter of semantics. As stated before, patent rights are related to traditional
property rights.”” If patent rights are universally defined as the right to exclude within the borders of the issuing State, then
patent rights are analogous to real property rights. Just as one has the right to keep others off of his property when they are
trespassing on his property, one also would have the right to exclude others from infringing upon his patent when they are
infringing within the scope of his patent--a patent enforceable up to the border of the issuing sovereign State.”” When
analogized to traditional real property rights, the proposed solution is less of an exception for patent rights, but rather brings it
in line with traditional notions of property rights.

Third, assuming an international consensus is reached to implement the proposed solution, if extraterritorial jurisdiction is cut
off all of a sudden, this would create a temporary vacuum where some infringing activity would occur in developing nations
until they are able to develop domestic policies on enforcement and get their domestic system up and running.””* Whenever
artificial barriers are removed, however, it will take a while for the system to expand to fill the void. In this case, the barrier is
the inability for developing States to develop their own robust patent systems due to interference and encroaching jurisdiction
from developed States and a lack of funding.””” Once inventors are forced to seek protection where protection is desired, this
will fund the development of patent systems in developing nations, thus creating stronger patent protection and fostering
economic growth.””

*95 IV. Conclusion

In conclusion, after analyzing the various approaches taken by States faced with protecting their grants of intellectual
property rights on inventions competing on the global market, the most important lesson learned is that the current system
does not work. Although the principle of independence of national patents is preferable over a system of dependent national
patents, the resulting ad hoc approach of States individually deciding how far their laws reach to protect their grants of
intellectual property rights has created a system that is unpredictable and actually discourages cooperation between States.””
The current problem is just as bad, if not worse, than the prior regime of dependent national patents.

A suggestion for improvement would be to utilize the existing framework for cooperation on international intellectual
property rights, namely the TRIPS agreement, to put an end to the extraterritorial application of patent law. This solution
should make clear that the patent grant by one sovereign State should fall under the exclusive jurisdiction of that sovereign
State, the authority of a State to grant a patent ends at that State’s borders, and an infringement suit is only proper within a
State if the infringement occurred within that State. A solution such as this would encourage international cooperation, the
development of national patent systems, and add predictability to global markets and international intellectual property law.
This solution would face a few challenges in implementation, such as convincing developed nations to scale back their
current extraterritorial application of patent law, convincing States that this is consistent with a property law regime, and
facing inevitable situations in the beginning where some infringement will escape liability. Most of these challenges can be
overcome and, more importantly, in the long term the proposed solution will ultimately ensure that incentives remain in place
for inventors as the world shifts from independent national markets to the flourishing of international trade on the global
marketplace. In the interim, State patent courts such as the United States Court of Appeals for the Federal Circuit, should
construe their national laws so as to avoid the extraterritorial application of their State’s patent laws.
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domestically to the extent it did not conflict with the public order, we could call this law B(A), because it could differ from B to the
extent A views it as different. Similarly, A would have variations of the laws of other nations as well: C(A), D(A), and E(A).
Therefore, even in this simple 5-State world, there would be a possibility for 25 combinations of laws.

See generally discussion supra Part I1.E.

This analogy as applied oversimplifies some of the intricacies, but it can be helpful in viewing the high level problem presented.

See, e.g., Wasserman, supra note 102; Robins, supra note 186.

See Wasserman, supra note 102, at 309.

An example illustrating the problem of divided infringement is where a patent is on a computer server consisting of two
components, A and B. If both A and B are in the United States, then this system is clearly infringing the patent. However, a clever
copyist may attempt to place A in Canada, and B in Mexico, with the website accessible in the United States. Therefore, A & B are
not technically combined in the United States. The Federal Circuit addressed this problem in NTP, Inc. v. Research In Motion, Ltd.
by drawing a distinction between system and method claims. NTP, Inc. v. Research In Motion, Ltd., 418 F.3d 1282 (Fed. Cir.
2005); Wasserman, supra note 102, at 291. The merits of this approach are beyond the topic of this Note.

See Wasserman, supra note 102, at 282-83, 309.

See supra Part IIL.A.

Robins, supra note 186, at 1314.

Robins, supra note 186, at 1312-13.

See supra note 186 and accompanying text.

Bradley, supra note 221, at 584 (internal citation omitted).

For example, if every State adopted Wasserman’s approach, would China’s determination of “comity concerns” be the same as the
United States’ determination of “comity concerns?” See Wasserman, supra note 102. Similarly, under Robins’ approach, would
Germany’s interpretation of what constitutes infringement of a software patent under U.S. law be the same as what a U.S. court
would determine? See Robins, supra note 231.

See generally supra Part ITL.A.

Bradley, supra note 221, at 584.

Bradley, supra note 221, at 584.

Bradley, supra note 221, at 506-10, 584.
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Bradley, supra note 221, at 569-70, 584-85.

Bradley, supra note 221, at 585. This Note’s proposed solution could be pursued through WIPO, WTO, or even as an addition to
the TRIPS agreement.

See discussion supra Part I1.D.

Rather than the current ad hoc approach we see under the “concurrent jurisdiction” approach.

See discussion supra Part I1.B.

See discussion supra Part I1.B.

See TRIPS, supra note 29, art. 2(1) (incorporating portions of the Paris Convention including Paris Convention art. 4bis); see also
supra note 66.

See generally discussion supra Part I1.A.

See discussion supra Part I1.C.2.

In the context of environmental law, Halvorssen has focused on how international government organizations can empower
developing nations by including them in the decision making and implementation processes. See generally Carrie La Seur, Recent
Publications, 25 Yale. J. Int’l L. 533, 567-70 (2000) (reviewing Anita Margrethe Halvorssen, Equality Among Unequals in
Developing Countries (2000)).

Bradley, supra note 221, at 584 (“[T]he extraterritorial application of U.S. laws into other countries is ... more likely to undermine,
rather than promote international cooperation.”).

See generally discussion supra Part I1.B.

Anwar Imam, Reconciling the FTAA and TRIPs: Can a Free Trade Area of the Americas be a Fair Trade Area of the Americas?
Implications of a Hemispheric Intellectual Property Agenda, 1 Int’1 L. Rev. 217, 219 (2003).

Bird, supra note 6, at 325.

Bird, supra note 6, at 325.

See supra note 142 and accompanying text.

See supra note 218 and accompanying text.

See analysis supra Part II1.A.2; discussion supra Part IL.E.1.b.
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See supra note 34 and accompanying text. But one could take a formalistic view that once an idea is available on the Internet, it is
available to the world. By requiring disclosure in the Republic of Georgia for protection there, at the very least, the idea is more
accessible to the Georgian population. Furthermore, an equally formalistic argument can be supplied in return that this in effect
means that the Georgian government has decided, on behalf of its citizens, to grant patent protection in exchange for that
disclosure.

Bureau of Nat’l Affairs, To Enforce IP Rights in China Strong Relationships Are Key, Panelists Say, 75 Pat. Trademark &
Copyright J. (BNA) 66 (Nov. 16, 2007).

See Giordano-Coltart, supra note 213, P 28 (suggesting that “a company wanting to protect its foreign market shares from
competitors must look to the patent law of those countries and, where protection is unavailable ... such companies must abide by
the policy choices of those sovereign nations and not look to U.S. patent law for protection.”).

Stacy, supra note 61, at 304.

See supra note 36 and accompanying text.

Compare 35 U.S.C. §271(f), which imposes liability for the use of “all or a substantial portion of the components of a patented
invention.” 35 U.S.C. §271(f) (2006).

See supra note 142 and accompanying text (suggesting that inventors holding foreign patents should seek redress in the foreign
State for alleged acts of infringement occurring within that foreign State).

Claire R. Kelly, Power, Linkage and Accommodation: The WTO as an International Actor and Its Influence on Other Actors and
Regimes, 24 Berkeley J. Int’l L. 79, 85 (2006) (noting how “the WTO empowers developing nations by .... creating a predictable
and stable rule-based system”).

For further support on why extraterritorial jurisdiction is harmful, see discussion supra Part I1L.A.

See analysis supra Part ITL.A.2.

By “law of extraterritoriality” the author means the principle that whether a State’s laws extend beyond its borders and how far
they do is generally left up to each State to decide by itself. See supra note 22.

See discussion supra Part I1.B.

See generally discussion supra Part I1.A-B.

Some would argue this is not much better than the current situation where instances of divided infringement are able to go
unpunished. See generally Wasserman, supra note 231; Robins, supra note 186.

See discussion supra Part IL.E.1.a-b.

This growth and influx of foreign capital will assist those developing nations in bearing the cost of implementing a robust domestic
patent system to the extent that they make this decision. See discussion supra Part IL.LE.1.b.



279 Although this approach may work well for other areas, such as antitrust, which rely on the cooperation of public regulatory

agencies from the interested States, in the realm of intellectual property rights where private individuals can assert rights for money
damages, this approach is problematic.
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