Portfolio Media. Inc. | 860 Broadway, 6th Floor | New York, NY 10003 | www.law360.com
Phone: +1 646 783 7100 | Fax: +1 646 783 7161 | customerservice@law360.com

Weighing Licensing Activities At The ITC
Law360, New York (September 29, 2011, 1:07 PM ET) -- The International Trade Commission recently
announced that it will give “production-driven” licensing more weight than “revenue-driven” licensing
when considering whether a complainant’s activities constitute a “substantial” investment toward a
domestic industry under 19 U.S.C. §1337(a)(3)(C).[1]
Although the ITC’s announcement is recent, there has been much debate over the relative merits and
values of production-driven versus revenue-driven licensing activities[2] and over whether the policies
of the ITC should favor one over the other.[3]
The statute, however, is value-neutral. Thus, the better course would be for the ITC to treat productiondriven and revenue-driven licensing activities equally.

Discussion
The ITC has in the past acknowledged that “the plain language of the statute *19 U.S.C. §1337(a)(3)(C)+
does not limit the types of licensing activities that the commission can consider.”*4+ And the ITC
approvingly cited the U.S. Supreme Court’s warning that “only the most extraordinary showing of
contrary intentions from *the legislative history+ would justify a limitation on the ‘plain meaning’ of the
statutory language” before the ITC itself concluded that Congress used value-neutral language, which
“simply provided that an industry exists if there is ‘substantial investment in ... exploitation *of the
patent], including ... licensing.’”*5+
Thus, there is no dispute that both types of licensing activities may qualify towards the statutorily
authorized “substantial investment in ... exploitation *of the patent+, including ... licensing” and that the
plain language of the statute favors neither type of licensing activity over the other. Yet,
notwithstanding the neutral language of the statute, the ITC held in Multimedia Display Devices that one
type of licensing activity merits more weight than the other type of licensing activity.
The ITC supported this conclusion in Multimedia Display Devices with a citation to its previous decision
in Coaxial Cable Connectors.[6] In the Coaxial Cable Connectors decision, the ITC observed that the
legislative history “explicitly indicated” that “activities that serve to encourage practical applications of
the invention or bring the patented technology to the market” may establish a domestic industry.*7+

The statute, however, refers simply to “licensing,” without regard to whether the licensing is revenuedriven or production-driven. Thus, the ITC’s implicit reliance on the maxim of statutory interpretation
expressio unius est exclusio alterius*8+ is misplaced. Nor would the legislative history’s mention of one
type of licensing activity serve to exclude any other under that maxim because it is the statute, not the
legislative history, that is to be interpreted. In addition, the legislative history does not contain the
“most extraordinary showing of contrary intentions ... *to+ justify a limitation on the ‘plain meaning’ of
the statutory language.”
The unequal treatment of production-driven and revenue-driven licensing activities based on the
legislative history is even more suspect in light of the ITC’s previous statement that Congress did not
even consider revenue-driven licensing activities of nonpracticing entities when it debated and enacted
section 337(a)(3)(C): “*T+here is no evidence that Congress considered such NPEs when it amended the
Commission’s statute in 1988 to enable a wider range of domestic industries to qualify for relief under
section 337(a)(3)(C). Indeed, the emergence of NPEs in the last 15 years is too recent for Congress to
have considered when it amended the Commission’s statute over 20 years ago.”*9+
If Congress could not have debated the merit or value of revenue-driven licensing activities when it
amended section 337(a)(3)(C), then the ITC’s conclusion that the legislative history justifies according
less weight to those activities is problematic.

Conclusion
The relative merit of production-driven versus revenue-driven licensing activities is a fertile ground for
dispute. But what should not be in dispute is that neither the plain language of section 337(a)(3)(C) nor
the legislative history supports according less weight to revenue-driven licensing activities than to
production-driven licensing activities when determining whether a complainant’s activities constitute a
“substantial” investment towards a domestic industry under that statute.
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