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B. Shortcomings in the Courts’ Contract and Patent Analyses

The cursory nature of the courts’ analyses in the cases discussed
above'* is hard to explain. It seems that the combination of contract
law and patent law in the cases prevented the courts from carefully
focusing on either body of law. The courts did not carefully analyze
the contract claims, perhaps because the cases were fundamentally
about patent infringement. Further, the courts did not carefully
analyze the patent claims, perhaps because the alleged infringer
had breached a contract that was, formally at least, a patent license,
which therefore indicates patent infringement. This Section
attempts to examine closely both the contract and patent shortcom-

ings inherent in the courts’ analyses.
1. Contract Analysis

The “single use only” restriction in Mallinckrodt was embodied
in a notice on the patented product, but there was no clear act of
consent to the restriction by the purchasers.*® This is typical of
the other recent U.S. cases. For example, in Pioneer Hi-Bred
International, Inc. v. Ottawa Plant Food, Inc.,'*® the basis of the
contract was again a notice on the products sold, which in that case
were bags of corn seed. The same was true in Monsanto Co. v.
McFarling'™ and Monsanto Co. v. Scruggs,’*® where cotton and
soybean seeds were at issue.

The key problem in the courts’ contract analyses in these cases
is that, generally speaking, notice of the terms that a seller would
like to impose is not sufficient to establish a contract on the basis
of those terms. This point was recognized by the Federal Circuit
in Hewlett-Packard Co. v. Repeat-O-Type Stencil Manufacturing

.149

Corp.:

144. See supra Part 11.A.

145. See supra notes 40-50 and accompanying text.

146. 283 F. Supp. 2d 1018 (N.D. Iowa 2003).

147. 363 F.3d 1336 (Fed. Cir. 2004).

148. 342 F. Supp. 2d 568 (N.D. Miss. 2004), aff'd, 459 F.3d 1328 (Fed. Cir. 2006).
149. 123 F.3d 1445 (Fed. Cir. 1997).
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The question is not whether the patentee at the time of sale
intended to limit a purchaser’s right to modify the product....
Each case turns on its own particular facts, but a seller’s intent,
unless embodied in an enforceable contract, does not create a
limitation on the right of a purchaser to use, sell, or modify a
patented product as long as a reconstruction of the patented
combination is avoided. A noncontractual intention is simply the
seller’s hope or wish, rather than an enforceable restriction.'®

In Repeat-O-Type, however, the patentee had simply included a
package insert that, in the court’s words, “suggest[ed]” the paten-
tee’s desired restriction.®* Therefore, although the court’s refusal to
enforce the restriction appeared to turn on the lack of any assent to
it by the purchaser, it could also have been a product of a more
equivocal notice than those at issue here.

In any event, in Mallinckrodt, where the “single use only” notice
was clear (and thus perhaps more than a “suggestion”), the Federal
Circuit took an entirely different approach. It held that “a license
notice may become a term of sale, even if not part of the original
transaction, if not objected to within a reasonable time.”’*? In this
respect, Mallinckrodt relied on section 2-207 of the Uniform
Commercial Code, adopted in most U.S. states. Section 2-207 is
designed to address the “battle of the forms” created in sales of
goods when contracting parties exchange documents with different
terms.'®® Under this section, as Mallinckrodt says, a restriction
“may become a term of sale” without explicit assent under certain
circumstances.'™

For several reasons, however, the circumstances in which this
“may” happen do not include the circumstances in these field-of-use
cases. First, section 2-207(2), to which the Mallinckrodt court refers,
is directed at exchanges of writings with different terms.'* It is not
clear that the patent cases discussed here should even be viewed as
involving the exchanges of communications to which section 2-207

150. Id. at 1453.

151. Id.

152. Mallinckrodt, Inc. v. Medipart, Inc., 976 F.2d 700, 708 n.7 (Fed. Cir. 1992) (citing
U.C.C. § 2-207(2)(c)).

153. U.C.C. § 2-207 cmt. n.1 (2004).

154. Mallinckrodt, 976 F.2d at 708 n.7.

155. U.C.C. § 2-207(1) (2004).
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applies. The specific types of communications referred to by
section 2-207 are a “definite and seasonable expression of accep-
tance or a written confirmation which is sent within a reasonable
time.”’® A notice on a product, as in Mallinckrodt or Ottawa, may
be neither. Such notices do not even possess the legal character of
terms printed on the boxes in the shrink-wrap license cases.'®” This
distinction matters, because receipt of a written statement express-
ing contract terms puts the purchaser on notice of contractual
implications in a way that a simple notice on a product does not.'*

Second, even if the notices met this requirement and, in the
language of section 2-207, were sufficient to be “construed as
proposals for addition to the contract,”’®® not all such proposals
become part of the contract. One way in which they may not is
referred to by Mallinckrodt: section 2-207(2)(c) says proposals do not
become part of the contract if the receiving party objects, and
Mallinckrodt suggested that the absence of an objection could
form a contract.'® Section 2-207(2)(b), however, which Mallinckrodt
ignored, also requires that additional terms do not become part of
the contract between merchants if “they materially alter it,”
regardless of whether an objection is made.’® The restrictions at
issue here—limiting the purchaser to a single use or eliminating the
right of resale—certainly seem to materially alter the contract.
Moreover, if the sales are to non-merchants, like individual con-
sumers, as some were in Lexmark, section 2-207 provides that the
additional terms do not become part of the contract in any case.'®?

Despite the observation of the Federal Circuit in Repeat-O-Type
that a use restriction requires an enforceable contract, the lower

156. Id.

157. See infra Part II1.B.

158. As a result, the transactions at issue in the patent cases might actually involve
acceptance by conduct, which is governed by a different subsection, U.C.C. § 2-207(3) (2004).
That subsection provides that “the terms of the particular contract consist of those terms on
which the writings of the parties agree, together with any supplementary terms incorporated
under any other provisions of [the Uniform Commercial Code].” Id. Thus, the use restrictions
in these cases would not become part of the contract under this subsection.

159. U.C.C. § 2-207(2) (2004).

160. Mallinckrodt, Inc. v. Medipart, Inc., 976 F.2d 700, 708 n.7 (Fed. Cir. 1992).

161. See U.C.C. § 2-207(2)(b) (2004).

162. Id. In Lexmark, the use restriction prohibited the refilling of laser printer toner
cartridges, and the restriction was printed on the cartridge packaging. Ariz. Cartridge Remfrs.
Ass'n, Inc. v. Lexmark Int’], Inc., 421 F.3d 981, 983-84 (9th Cir. 2005).
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courts in these field-of-use cases did not actually engage in a careful
determination of whether such contracts existed. This is especially
evident in the preliminary injunction opinion in Monsanto Co. v.
Scruggs,'® which was relied upon by Ottawa. Ottawa correctly
described Scruggs as holding that:

[Blecause the defendants had known about the restrictions on
the use of the seed, from various sources, including the labels
and trade journals, their failure to contest the terms of the
license within a reasonable time after the sale suggested that
Monsanto’s licensing conditions became enforceable terms of the
sale.'®

It is simply not true, however, that a patentee can impose contrac-
tual terms on a purchaser by publishing those terms in labels or
trade journals, even if the purchaser sees those terms.

A critical point in these cases is whether the terms were provided
to the purchaser before or after the purchase. Both Mallinckrodt
and Scruggs treated the terms as provided after the sale,'® which
distinguishes them from the typical shrink-wrap cases, and from
Lexmark.'®® When terms are provided after the sale, the patentee
cannot argue, as the copyright owners did in the shrink-wrap cases,
that the purchaser accepted the terms in the initial sale transaction
itself. Thus, the patentee must rely instead on section 2-207, which
provides purchasers the protections described above.'®’

These issues were discussed more carefully in an analogous
case, Step-Saver Data Systems, Inc. v. Wyse Technology,'® which
involved copyright rather than patent law. The additional terms in
Step-Saver were printed on the box of software that was the subject
of a telephone-and-mail transaction.'®® The copyright owner, TSL,
argued that the additional terms—denials of warranties—were

163. 249 F. Supp. 2d 746 (N.D. Miss. 2001), affd, 459 F.3d 1328 (Fed. Cir. 2006).

164. Pioneer Hi-Bred Int’]l, Inc. v. Ottawa Plant Food, Inc., 283 F. Supp. 2d 1018, 1047
(N.D. Iowa 2003) (citing Monsanto Co. v. Seruggs, 249 F. Supp. 2d 746, 754 (N.D. Miss. 2001)).

165. See supra notes 146, 150-55, 164 and accompanying text.

166. See infra notes 176-78 and accompanying text.

167. See supra notes 154-63 and accompanying text.

168. 939 F.2d 91 (3d Cir. 1991).

169. Id. at 93-94.
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binding upon the purchaser, Step-Saver.!” In addition to holding
that the denials of the warranties would materially alter the
contract and thus would not bind Step-Saver without its assent, the
court drew the critical distinction between notice and assent that
eluded the Mallinckrodt and Ottawa courts:

Given TSL’s failure to obtain Step-Saver’s express assent to
these terms before it will ship the program, Step-Saver can
reasonably believe that, while TSL desires certain terms, it has
agreed to do business on other terms—those terms expressly
agreed upon by the parties. Thus, even though Step-Saver would
not be surprised to learn that TSL desires the terms of the box-
top license, Step-Saver might well be surprised to learn that the
terms of the box-top license have been incorporated into the
parties’ agreement.'”

The contrast between the careful analysis in Step-Saver, which
continues over ten pages of the printed opinion,'”? and the one- or
two-sentence conclusory statements in the patent cases is striking
and hard to explain.'” Perhaps the dichotomy derives from the fact
that in the patent cases, the use restrictions at issue seem more like
issues of patent law than contract law, in contrast to the warranty
disclaimers in Step-Saver. Contract law is essential to these cases,
however, and the courts should not impose “license” conditions on
purchasers without carefully determining whether there is, in fact,
a license.

It is true that courts have upheld various instances of “shrink-
wrap” and “click-wrap” licenses, though largely in the copyright
context.'™ The courts that have done so, however, generally relied
upon the availability of the terms to the purchasers at the time of
sale; on a requirement that the purchaser acknowledge his aware-

170. Id. at 97-98.

171. Id. at 104.

172. Id. at 96-106.

173. In addition, although contract law is state law, these cases do not turn to the law of
the states to resolve the license questions. See Rhone-Poulenc Agro, S.A. v. DeKalb Genetics
Corp., 284 F.3d 1323, 1327 (Fed. Cir. 2002) (“In general, the Supreme Court and this court
have turned to state law to determine whether there is contractual ‘authority’ to practice the
invention of a patent. Thus, the interpretation of contracts for rights under patents is
generally governed by state law.”).

174. See infra Part II1.B.
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ness of the license terms (typically by responding to a computer
program inquiry); and on the opportunity for the purchaser to
decline the terms (sometimes by returning the product). In
Mallinckrodt, Ottawa, and Scruggs, the terms were simply printed
on the products or packaging, and it is not clear that the purchasers
either knew of the terms at the time of the purchase or had the
option to return the products if they did not accept the conditions.
The only recent case that arguably might meet such conditions is
Lexmark, where the term was a prohibition on refilling a laser
printer toner cartridge.'”™ Because the term was printed on the
toner cartridge package, the only acknowledgment of the term
would occur through the purchase or the opening of the package.
But the notice on the package offered purchasers the option of
returning the package to the seller, an option upon which courts
have relied in finding contractual consent in the shrink-wrap
cases.” In addition, the package notice also explained that
Lexmark offered buyers the option of paying a higher price for a
cartridge that they were permitted to refill.'” The other cases
lacked even these limited indications of the consent of buyers.

2. Patent Analysis

Even if the buyers of these patented products entered into valid
license contracts with the patentees, it is not clear that those
contracts should have been enforceable. Mallinckrodt left open the
possibility that a field-of-use license might go beyond the scope of
the patent claims, but the courts considering these issues generally
have not given that possibility serious consideration. As described
above, the lower courts generally have relied on the mere existence
of the patents and on the courts’ views that the purchasers have
assented to the restrictions.!” At most, the courts have adverted
to the statement in B. Braun Medical that “express conditions
accompanying the sale or license of a patented product are generally

175. Ariz. Cartridge Remfrs. Ass’n, Inc. v. Lexmark Int’], Inc., 421 F.3d 981, 983-84 (9th
Cir. 2005).

176. Seeid.

177. Id. at 984.

178. See supra Part I1.B.1.
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upheld.”’” Additionally, the Federal Circuit in Scruggs apparently
held that all field-of-use licenses are within the scope of the
applicable patents.'®

Thus, the courts have not meaningfully followed the Federal
Circuit’s initial statement in Mallinckrodt that in order to be
enforceable, a field-of-use license must be “reasonably within the
patent grant.”’® Instead, these courts have generally required
nothing more than a reference to the patents at issue and to the
contractual field-of-use restriction. This approach conflates the
patent and contract inquiries. As argued below, the proper approach
is to maintain the independence of the patent inquiry by focusing on
the boundaries both of the patents at issue and of patent protection
itself.'82

II1. FIELD-OF-USE LICENSING AND THE SCOPE OF PATENT
INFRINGEMENT

The Federal Circuit recast the question of whether a use restric-
tion is within the scope of the patent claim into the question of
whether “the patentee has ‘impermissibly broadened the “physical
or temporal scope” of the patent grant with anticompetitive
effect.”’®® A patent’s scope, however, is defined by more than the
“physical” products its claims cover and the “temporal” period of its
coverage. Its scope is also defined by the classes of conduct that the
patent can be used to prohibit.'®* It may be possible for a patentee
to impermissibly broaden the scope of acts that constitute infringe-
ment, not just the coverage of the patent. As this Part explains, in
several of the lower court cases at issue there would be no infringe-
ment in the absence of the use restrictions, even if there were no

179. B. Braun Med., Inc. v. Abbott Labs., 124 F.3d 1419, 1426 (Fed. Cir. 1997); see, e.g.,
Lexmark, 421 F.3d at 986-87 (“A restriction on a patented use is permissible as long as it is
‘found to be reasonably within the patent grant.” (quoting Mallinckrodt, Inc. v. Medipart, Inc.
976 F.2d 700, 708 (Fed. Cir. 1992))).

180. See supra notes 138-39 and accompanying text.

181. Mallinckrodt, 976 F.24 at 708.

182. See infra Part II1.

183. B. Braun, 124 F.3d at 1426 (quoting Windsurfing Int’l, Inc. v. AMF, Inc., 782 F.2d 995,
1001-02 (Fed. Cir. 1986)).

184. See generally ROGER E. SCHECHTER & JOHN R. THOMAS, PRINCIPLES OF PATENT LAW
275-95 (2004) (discussing the scope and infringement of patent rights).
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license.'® Patentees were able to transform permissible conduct into
infringement only by adoption of the use restrictions.'®

This Part argues that the broadening of the scope of infringement
can be prevented by first requiring an independent infringement
inquiry. That is, at the threshold, the court should conduct an initial
inquiry into whether the patent at issue is infringed, without regard
to whether the alleged infringer has consented to a field-of-use
license. If the conduct at issue would not be infringement in the
absence of the license, as would be the case for permissible repair,
a breach of a contract should not constitute patent infringement.

Patent law authorizes a patentee to sue any party that “without
authority makes, uses, offers to sell, or sells any patented invention,
within the United States, or imports into the United States any
patented invention.”'®” Because these cases involve “use” licensing,
one would expect that the scope of the prohibition on the unautho-
rized “use” of the invention would be at issue. In fact, however, the
particular conduct challenged in most of these cases is better
characterized as “making” the invention, rather than “using” it. For
example, in Mallinckrodt, the alleged infringer, Medipart, did not
itself use the patented products, but only reconditioned them for
hospitals.'®® Similarly, in Lexmark the parties to the litigation were
remanufacturers of the patented toner cartridges, not the ultimate
users of the cartridges.’®® And in Ottawa Plant Food, the defendant
was simply a reseller of the patented product; it neither used nor

185. See infra Part IIL.A.

186. The general approach of the analysis here is similar to that in Kobak, supra note 25,
at 559-64, in that it focuses on the use of contract to escape substantive limitations of patent
law. The scope of this phenomenon has in recent years increased dramatically beyond that in
the immediate post-Mallinckrodt period in which Kobak was writing. See supra Part IL.A.

The use of state contract law to extend patent protection could also be viewed as a
preemption issue, as it has in the software context. See John E. Mauk, Note, The Slippery
Slope of Secrecy: Why Patent Law Preempts Reverse-Engineering Clauses in Shrink-Wrap
Licenses, 43 WM. & MARY L. REV. 819, 819-20 (2001). But a proper application of the limits of
patent law would eliminate the preemption problem by eliminating the extension of
protection. Cf. Mark A. Lemley, Beyond Preemption: The Law and Policy of Intellectual
Property Licensing, 87 CAL. L. REV. 111, 138-44 (1999) (discussing the trouble with fitting
preemption rules into an intellectual property context).

187. 35 U.S.C. § 271(a) (20086).

188. Mallinckrodt, Inc. v. Medipart, Inc., 976 F.2d 700, 702 (Fed. Cir. 1992).

189. Ariz. Cartridge Remfrs. Ass'n, Inc. v. Lexmark Int’], Inc., 421 F.3d 981, 983-84 (9th
Cir. 2005).
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made the product.'® Thus, despite the fact that the license restric-
tions at issue in these cases were termed “field-of-use” restrictions,
the forms of infringing conduct in these cases were the “making”
and the “selling,” not the “using,” of the patented products.

Of course, in normal language both making and selling might be
construed as uses of a product. Nevertheless, the fact that the
statute distinguishes among these various activities suggests
caution before treating them as one. The next two Sections will
demonstrate that by failing to exercise such caution, the courts have
permitted patentees to transform permissible making and selling
into impermissible using. Additionally, the third Section illustrates
another problem with this approach: it allows for the avoidance of
difficult policy decisions regarding the nature of infringement by
making even ambiguous conduct simply an impermissible “use.”

A. The Scope of Infringement
1. Making and Repair

When a patentee alleges that another is liable for infringing its
patent by making the invention, an essential question should be
whether the “making” of the invention is permissible under patent
law.”®! If so, there can be no infringement regardless of whether
there is a violation of a use restriction. Therefore, the first question
in these cases should ask whether an infringing act exists independ-
ent of the licensing restriction. If not, the violation of a use restric-
tion might be a breach of contract, but even a breach of the contract
would not constitute infringement.

The repair issue was central to several of the field-of-use cases.
For example, in Lexmark and Mallinckrodt, the allegedly infringing
acts involved arguable “makings” of inventions.'¥? By refilling toner
cartridges or sterilizing and repackaging nebulizers, the alleged
infringers in those cases arguably “made” new toner cartridges
and nebulizers, respectively.’® These “makings” of the inventions,

190. Pioneer Hi-Bred Int’l, Inc. v. Ottawa Plant Food, Inc., 283 F. Supp. 2d 1018, 1024
(N.D. Iowa 2003).

191. See SCHECHTER & THOMAS, supra note 184, at 276-78.

192. See Lexmark, 421 F.3d at 983-84; Mallinckrodt, 976 F.2d at 702.

193. See Lexmark, 421 ¥.3d at 983-84; Mallinckrodt, 976 F.2d at 702.
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however, might have been permissible because they were repairs of
the patented inventions. In Aro 1,'* the Supreme Court held that
purchasers of patented products have the right to repair those
products:

[A]lthough there is no right to “rebuild” a patented combination,
the entity “exists” notwithstanding the fact that destruction or
impairment of one of its elements renders it inoperable; and
that, accordingly, replacement of that worn-out essential part is
permissible restoration of the machine to the original use for
which it was bought.'®®

That is, although “rebuilding” a patented product is infringement,
the Supreme Court placed repair outside the boundary of infringing
activity, as is illustrated in Figure 1.

making competing product
making new product by designing around
incorporating invention invention

“rebuilding” existing product _
incorporating invention repairing existing product
incorporating invention

7

boundary of infringing activity

Figure 1. Infringement for “making,” as defined by 35 U.S.C.
§ 271 and the Supreme Court.

194. Aro Mfg. Co. v. Convertible Top Replacement Co. (Aro I), 365 U.S. 336 (1961).

195. Id. at 342 (citing Wilson v. Simpson, 50 U.S. (9 How.) 109, 123 (1850)). The focus in
both Aro I and in Wilson v. Simpson was on inventions that were combinations of components.
Aro I, 365 U.S. at 337-38; Wilson, 50 U.S. (9 How.) at 110.
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In Mallinckrodt, however, the Federal Circuit held that a
patentee can eliminate the right of repair by contract.’® To reach
this conclusion, Mallinckrodt relied on the Supreme Court’s holding
in Aro IT'"" that application of the repair doctrine requires that the
initial sale of the product be authorized.'®® Because the initial sale
of the nebulizers to the hospitals was authorized in Mallinkrodt,
however, and the only conduct that was arguably unauthorized was
the reconditioning’®—whose validity turns precisely on the repair
doctrine—the Federal Circuit’s reasoning constitutes impermissible
bootstrapping.

The unauthorized conduct in Aro II was the unlicensed manu-
facture of the patented product,®® which would have been
unauthorized regardless of whether the purchasers of the products
subsequently repaired them. In contrast, the Mallinckrodt court
concluded that the initial sale might have been unauthorized only
by relying on its conclusion that the subsequent repair might have
been unauthorized, depending on whether a contract was formed
eliminating the right of repair. This analysis impermissibly reverses
the inquiry, making the validity of the original sale turn on the
permissibility of repair rather than vice versa, as the Supreme
Court held.

When Mallinckrodt’s holding, which allowed the right of repair to
be eliminated by contract, is combined with the Federal Circuit’s
view that conduct by the licensee that is outside the scope of the
license is patent infringement,?’! the Federal Circuit has redefined
the scope of infringement for “making” the patented product, as
shown in Figure 2.

196. Mallinckrodt, 976 F.2d at 709.

197. Aro Mfg. Co. v. Convertible Top Replacement Co. (4Aro II), 377 U.S. 476 (1964).

198. Mallinckrodt, 976 F.2d at 709 (quoting Aro II, 377 U.S. at 480).

199. Seeid.

200. Aro II, 377 U.S. at 482.

201. See Mallinckrodt, 976 F.2d at 707 n.6 (“[T}he remedy for breach of a binding license
provision is not exclusively in contract, for a license is simply a promise not to sue for what
would otherwise be patent infringement.”) (citations omitted).
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making competing product
by designing around
invention

making new product
incorporating invention

“rebuilding” existing product

airing existing product
incorporating invention repainng ap

incorporating invention
repairing existing product if
prohibited by license,
which creates use outside
the scope of the license,
which is infringement

bemmcecemammrecrem—————.

old boundary of infringing activity new boundary of infringing activity

Figure 2. Infringement for “making,” as redefined by the Federal
Circuit.

No doubt the Federal Circuit does not view itself as rewriting
section 271 of the Patent Act as it has been interpreted by the
Supreme Court’s repair cases.?”? Instead, it presumably views the
right of repair as something akin to an implied license.?®® Under
that view, repairing a patented product would always be infringe-
ment statutorily, but it would sometimes be licensed by the
patentee. The problem is that there is no support in the Supreme
Court’s decisions for the implied-license interpretation. The Court
in Aro I was quite explicit: “The [patent] monopolist cannot prevent
those to whom he sells from ... reconditioning articles worn by use,

202. This section defines infringement. 35 U.S.C. § 271 (2006).

203. The district court in Lexmark appeared to take this position: “In the case of a
conditional sale, the purchaser does not receive the same implied license that the purchaser
in an unconditional sale receives. Thus, where the purchaser of an unconditional sale has
every right to repair the device, the purchaser of a conditional sale does not.” Ariz. Cartridge
Remfrs. Ass’n, Inc. v. Lexmark Int’l, Inc., 290 F. Supp. 2d 1034, 1043 (N.D. Cal. 2003). The
Lexmark court cited Mallinckrodt for this approach, but Mallinckrodt did not adopt it, at least
not explicitly. See Mallinckrodt, 976 F.2d at 709.
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unless they in fact make a new article.””?** Although the Federal
Circuit presumably would take the view that because the license is
conditional there is no “sale,” the Supreme Court’s decisions provide
no support for this view.

The Supreme Court has never decided whether a patentee may
contractually eliminate the right of repair. There were four separate
opinions in Aro I, and each of them focused on the substantive
nature of the repair-reconstruction inquiry rather than on any
freedom of the patentee to limit the repair right.?*® Furthermore, the
Court appeared to say that the patentee may not single out the
repair right from other aspects of the invention: “[A] license to use
a patented combination includes the right ‘to preserve its fitness
for use so far as it may be affected by wear or breakage.”?% This
statement seems to indicate that if the patentee chooses to license
its product at all, it cannot retain the right to repair it.

Moreover, the Court considered a case similar to Mallinckrodt
and declined to afford the patentee the right to contractually limit
the right to repair. In American Cotton-Tie Co. v. Simmons,®® the
Court was faced with the sale of cotton bale ties, on which were
stamped the words “Licensed to use once only.”””® Although the
Court held that the defendant had infringed the patent, it reached
that conclusion through a careful analysis of the patent and the

204. Aro Mfg. Co. v. Convertible Top Replacement Co. (Aro I), 365 U.S. 336, 343 (1961)
(quoting United States v. Aluminum Co. of Am., 148 F.2d 416, 425 (2d Cir. 1945)).

205. Justice Brennan’s concurring opinion offered a list of factors that he thought
important in the repair determination:

Appropriately to be considered are the life of the part replaced in relation to the
useful life of the whole combination, the importance of the replaced element to
the inventive concept, the cost of the component relative to the cost of the
combination, the common sense understanding and intention of the patent
owner and the buyer of the combination as to its perishable components,
whether the purchased component replaces a worn-out part or is bought for
some other purpose, and other pertinent factors.
Id. at 363-64 (Brennan, J., concurring) (footnotes omitted). It is notable here that although
Justice Brennan refers to the intention of both the patentee and the buyer, his reference is
to their “common sense” intention, not to their contractual intention. Id.

206. Id. at 345 (majority opinion) (quoting Leeds & Catlin Co. v. Victor Talking Mach. Co.,
213 U.S. 325, 336 (1909)); see also id. at 369 (“The underlying rationale of the rule is of course
that the owner's license to use the device carries with it an implied license to keep it fit for
the use for which it was intended, but not to duplicate the invention itself.”) (Harlan, J.,
dissenting).

207. 106 U.S. 89 (1882).

208. Id. at 91.
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relationship of the defendant’s activities to the claims.?® After the
original description of the words stamped on the product, the Court
did not mention them further.

By virtue of its exposure to the issue in Cotton-Tie, the possibility
of a patentee’s attempt to limit the right of repair was certainly
before the Court in Aro I. Moreover, each of the four Aro I opinions
mentioned the Cotton-Tie case,?’® but none suggested that the repair
right could be denied by contract. The majority did say that the
“Licensed to use once only” stamp “was deemed of importance by the
Court,”?'! but it is unclear on what that statement was based, given
the absence of any discussion of the issue in Cotton-Tie. Indeed,
Justice Harlan responded that although “the Court there {in Cotton-
Tie] did refer to the fact that the original ties were stamped ‘Li-
censed to use once only,’ it is manifest that nothing really turned on
that point.”?!?

Thus, a fair reading of the Supreme Court’s opinions reveals no
support for a contractual elimination of the right of repair. Because
the Court has never decided the issue, however, it is again worth
considering the law in Europe, where recent cases from two
European countries reflect an approach closer to that of the U.S.
Supreme Court than that of the Federal Circuit. The repair issue
was explored in the 2004 Fliigelradzdhler decision of the German
Federal Supreme Court.?*® Taking a substantive approach, the court
stated that the repair-reconstruction determination requires a
balancing of the patentee’s interest in the exploitation of its

209. Id. at 90-95.

210. Aro I, 365 U.S. at 343 n.9, 346; id. at 355-56 (Black, J., concurring); id. at 364 n.7, 367
(Brennan, J., concurring); id. at 369 (Harlan, J., dissenting).

211. Id. at 343 n.9 (majority opinion).

212. Id. at 374 n.3 (Harlan, J., dissenting); see also id. at 356 (Black, J., concurring)
(discussing Cotton-Tie and observing that “{m]arked on each [cotton bale tie], for whatever it
was worth, was ‘Licensed to use once only.™).

213. See Bundesgerichtshof [BGH] [Federal Court of Justice] May 4, 2004, Gewerblicher
Rechtsschutz und Uhreberrecht [GRUR] 758 (Case No. X ZR 48/03 (F.R.G.). An English
translation of this decision appears at Decisions, Germany, “Means Within Patent Act, Sec.
10—Whether Replacement of Parts of Device is Equivalent to Making the Device—X ZR
48/03—“Impeller Flow Meter”, 36 IIC: INT'L REV. OF INTELL. PROP. & COMP. L. 963 (2005)
[hereinafter Impeller Flow Meter]. The case is also discussed in Niels Hélder, Contributory
Patent Infringement and Exhaustion in Case of Replacement Parts — Comment on a Recent
Supreme Court Decision in Germany, 36 IIC: INT'L REV. OF INTELL. PROP. & COMP. L. 889
(2005).
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invention and the purchaser’s interest in the unhindered use of it.*

More specifically, the court said that a replacement of parts is
permissible if they are parts “that usually must be replaced—
possibly several times-—during the expected working life of a
machine.””® On the other hand, the replacement is impermissible
if the “part implements the technical or commercial benefit of the
invention a second time.”?!®

Although the court in Fliigelradzdhler was not confronted with an
attempt to restrict the repair right through contract, like the U.S.
Supreme Court in Aro I it referred to the right of repair as a part of
the right to use the invention: “It is true that the use of a patented
product as intended also includes the maintenance and re-establish-
ment of usability if the function or performance of the specific
product is impaired or lost in whole or in part by wear or damage or
on other grounds.”?"” The court went further than Aro I, however, by
suggesting that the right of the patentee to deny its consent to
repair would turn on the specific nature of the invention. The court
stated that although the public’s expectation of a right to repair
“may generally exist and be justified, it is unfounded if such a
switch is impossible without the patent holder’s consent precisely
because of the protection applying to a specific impeller flow
meter.”?'® In other words, the patentee’s ability to deny the right of
repair depends on the nature of the invention, not just “[tjhe mere
fact that the [patentee] expressly refers to its patent protection.”*

Furthermore, a recent decision by the House of Lords in the
United Kingdom, United Wire Ltd. v. Screen Repair Services
(Scotland) Ltd.,?*®® is more explicit, addressing the contract issue
directly:

Repair is one of the concepts (like modifying or adapting) which
shares a boundary with “making” but does not trespass upon its
territory. I therefore agree with the Court of Appeal that in an -

214. See Impeller Flow Meter, supra note 213, at 969.

215. Id. at 969-70.

216. Id. at 970.

217. Id. at 969. -

218. Id. at 968 (emphasis added).

219. Id. The argument that the permissibility of a use restriction should turn on the nature
of the patentee’s inventive contribution is taken up later in this Article. See infra Part IV.A.2.

220. 2000 E.N.P.R. 324 (H.L.).
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action for infringement by making, the notion of an implied
licence to repair is superfluous and possibly even confusing. It
distracts attention from the question raised by section 60(1)(a),
which is whether the defendant has made the patented product.
As a matter of ordinary language, the notions of making and
repair may well overlap. But for the purposes of the statute, they
are mutually exclusive. The owner’s right to repair is not an
independent right conferred upon him by licence, express or
implied. It is a residual right, forming part of the right to do
whatever does not amount to making the product.?*

This decision makes clear that at least in the United Kingdom,
the Federal Circuit’s approach of allowing the contractual elimina-
tion of the repair right is unacceptable. On the contrary, because
repair is conduct outside the scope of patent infringement, no
consent is needed by purchasers for repair; if they agreed to cede
that right by contract, any breach of the resulting contract would
not constitute patent infringement. Analytically, United Wire pro-
vides a much sounder approach to the repair issue than the
contractual approach of Mallinckrodt, especially in light of the
casual approach to finding a contract that has prevailed in the
United States.

2. Selling and Reselling

In Ottawa Plant Food,* the allegedly infringing act was a resale
of the patented product. Prior to Ottawa, however, the reselling of
a patented product was not viewed as “selling” (or “using”) the
product for infringement purposes. On the contrary, although less
explicit on this issue than courts of other jurisdictions, the Supreme
Court has on several occasions made clear that there is no infringe-
ment liability for resales of patented goods.?”® Thus, the legal
framework was that shown in Figure 3.

221. Id. at 329.

222. Pioneer Hi-Bred Int’], Inc. v. Ottawa Plant Food, Inc., 283 F. Supp. 2d 1018 (N.D. Iowa
2003).

223. See supra note 54 and accompanying text.
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. selling new product
incorporating invention

7

boundary of infringing activity

selling competing non-
infringing product

reselling existing, and
already purchased, product
incorporating invention

Figure 3. Infringement for “selling,” as defined by the exhaustion

doctrine.

By defining a resale as a “use” and allowing the patentee to
eliminate the right to that use with a “field-of-use” license,?®* Ottawa
redefined the boundaries of infringement for “selling” in a way
analogous to Mallinckrodt’s redefinition of “making,” resulting in

the situation shown in Figure 4.%%°

224. Ottawa Plant Food, 283 F. Supp. 2d at 1044-46.

225. See supra notes 192-202 and accompanying text.
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: reselling existing, and
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: incorporating invention, if
not prohibited by license

reselling existing, and
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incorporating invention, if
prohibited by license
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old boundary of infringing activity new boundary of infringing activity

Figure 4. Infringement for “selling,” as redefined by
Ottawa Plant Food.

As in Mallinckrodt, the Ottawa court surely did not view itself as
amending the patent laws, but as enforcing a license restriction. The
court made clear, however, that it was relying on the contractual
restriction to make the exhaustion doctrine inapplicable: “Ottawa
has failed to generate a genuine issue of material fact that the sale
of Pioneer® brand seed corn was not always conditional, so that, in
the face of undisputed evidence that the sales were conditional, the
‘patent exhaustion’ defense is simply inapplicable as a matter of
law.”??® Thus, the court effectively viewed the first-sale doctrine as
one of implied license, just as Mallinckrodt did with the repair
doctrine.

No court other than Ottawa Plant Food has gone so far as to allow
a patentee to eliminate the first-sale doctrine by contract, but
dictum in another recent case indicates that the Federal Circuit
agrees with this general approach. In Anton/Bauer, Inc. v. PAG,

226. Ottawa Plant Food, 283 F. Supp. 2d at 1033.
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Ltd.,*”" the court said that “[t]he [Supreme] Court’s statements in
[United States v. Univis Lens Co.] demonstrate how closely related
the exhaustion doctrine is to the grant of an implied license. Indeed,
they suggest that an implied license stems from the exhaustion of
a patent right.”??®

If the court meant to suggest that the exhaustion doctrine is
merely an implied license that can be eliminated by the patentee,??®
that claim finds no support in Univis®® or in any other Supreme
Court decision. Indeed, in a case that, like Ottawa, involved a
purchaser’s sales of patented goods outside the territory assigned to
the original seller, the Supreme Court made clear that an effort by
a patentee to restrict resale would be merely contractual and could
not support an infringement suit:

Whether a patentee may protect himself and his assignees by
special contracts brought home to the purchasers is not a
question before us, and upon which we express no opinion. Itis,
however, obvious that such a question would arise as a question
of contract, and not as one under the inherent meaning and
effect of the patent laws.?!

Additionally, the Court indicated in Univis, cited by the Federal
Circuit in Anton/Bauer,?®? that such contracts “derive[] no support
from the patent and must stand on the same footing under the
Sherman Act as like stipulations with respect to unpatented
commodities.””® This statement seems clearly to reflect the view
that a patentee cannot change the rules of exhaustion by contract,
just as a patentee cannot deny the right of repair by contract. The

227. 329 F.3d 1343 (Fed. Cir. 2008).

228. Id. at 1350 (referencing United States v. Univis Lens Co., 316 U.S. 241 (1992)).

229. Alternatively, the statement might just reflect unintentional conflation of the implied
license and exhaustion doctrines. For an excellent discussion of the two doctrines that
illustrates how the Federal Circuit sometimes fails to maintain a distinction between them,
see Rufus J. Pichler, William 1. Schwartz, & Stephen M. Obenski, Recent Developments in
the Law of Patent Exhaustion and Implied Licenses, Presentation at the 7th Annual
Advanced Patent Law Institute (Nov. 30 - Dec. 1, 2006) (on file with author).

230. Univis Lens Co., 316 U.S. 241.

231. Keeler v. Standard Folding Bed Co., 157 U.S. 659, 666 (1895).

232. Anton/Bauer, Inc., 329 F.3d at 1349-51.

233. Uniuvis, 316 U.S. at 251 (citing Ethyl Gasoline Corp. v. United States, 309 U.S. 436,
456-57 (1940)). Although Univis involved resale price maintenance, the Court’s reasoning in
that case is consistent with that in its cases addressing territorial restrictions.



