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By Stuart Meyer

L
ast week, a bipartisan quar-
tet of senators introduced 
yet another round of patent 
reform legislation. As with 
the prior unsuccessful at-

tempts in recent years, the bills 
proposed in the House and the 
Senate address a variety of issues, 
such as the measure of damages 
that a patentee can recover from an 
infringer.

Numerous commentators have 
observed that recent attempts at 
patent reform are aimed, in part, 
at limiting the upside potential of 
companies that own patents but 
do not actually market products or 
services incorporating those inven-
tions. So-called non-practicing enti-
ties are allowed under current U.S. 
law to enforce their patent rights 
in essentially the same manner as 
traditional companies that actually 
sell their inventive products. This 
has led to a practice some call 
“inventing patents” rather than 
patenting inventions, for the sole 
purpose of asserting those patents 
against companies that actually sell 
products or provide services.

A few examples illustrate the 
prevalent business models. Ronald 
Katz has been active for decades 
in patenting inventions relating 
primarily to telephone call center 
processing. He has been character-
ized as a patent troll not so much 
as a result of holding rather than 
using patented inventions (in fact, 
he was active in the industry), but 
because of the aggressive way that 
he sought and enforced his patents. 
Katz patents include literally hun-
dreds of claims each, and his licens-
ing company has not hesitated to 
bring infringement suits against 
those in the industry who refuse his 
licensing offers.

Acacia Research, a publicly 
traded company, runs a number of 
subsidiaries that purchase patents 
in diverse areas ranging from 
computer media to medical devices. 
These subsidiaries then engage in 
extensive market research to de-
termine what companies arguably 
have products or services covered 
by such patents. The target com-
panies are then notifi ed, invited to 
a PowerPoint presentation of how 
Acacia believes that the patents 
are infringed, and offered a license. 
Typically, Acacia approaches a 
number of such target companies 
in parallel. Those who push back 
are typically sued en masse in a 
single lawsuit, which until recently 
was generally fi led in the Eastern 
District of Texas (a recent Federal 
Circuit case has made it more dif-

fi cult to keep cases there if the sub-
ject matter has little relationship to 
that district). Once the action has 
been fi led, Acacia continues nego-
tiations with the defendants, and 
is generally successful at obtaining 
a settlement at a price point just 
below the defendant’s threshold of 
pain for maintaining the fi ght. It 
is rare indeed for an Acacia action 
to make it past pretrial discovery, 
much less trial. Acacia grew to 
where it is today through a combi-
nation of individual purchases and 
larger acquisitions, such as the 
2005 acquisition of Global Patent 
Holdings LLC, itself considered a 
formidable patent licensing com-
pany at the time.

Congress would be well within 
its power to change patent law to 
limit the ability of non-practicing 
entities to seek large damages 
or injunctive relief when others 
infringe their patents. Copyright 
law, for example, provides a system 
of compulsory royalties for musical 
performances. And in some other 
countries, such as Australia, if the 
patent owner does not “work the 
patent” then a third party can seek 
a compulsory license to ensure that 
the public promptly gets the benefi t 
of the invention.

While the business models of 
non-practicing entities may be 
legal under the current regime, 
they are often viewed with dis-
taste, and sometimes disgust, by 
the larger business community. 
The pejorative term “patent troll” 
is now the most common way to 
reference companies that focus on 
purchasing and licensing patents. 
Commentators suggest that such 
companies are imposing an under-
served private tax on industry with-
out fully upholding their side of the 
traditional quid pro quo on which 

our patent system is based.
Perhaps sensing that the court 

of public opinion may impact the 
future of their businesses, in recent 
years we have seen the emergence 
of patent holding companies that 
market themselves as being differ-
ent from the conventional trolls. 

Perhaps the fi rst of these was 
Intellectual Ventures, founded with 
little fanfare nearly a decade ago by 
two ex-Microsoft executives and a 
pair of technology lawyers. While 
the company quietly markets itself 
as a quaint inventors’ shop in which 
smart people brainstorm ideas and 
turn them into patents, the com-
pany has also been extremely ac-
tive in buying and licensing patent 
from various sources. Last year, the 
Wall Street Journal characterized 
the Intellectual Ventures portfolio 
as “a trove of 20,000 plus patents 
and patent applications” making 
it one of the world’s largest patent 
holders. The Intellectual Ventures 
Web site says that litigation is not 
one of its goals, as “litigation takes 
a lot of time, costs a lot of money 
and most importantly, takes atten-
tion away from the core business.” 
As the Wall Street Journal noted, 
however, Intellectual Ventures has 
secured patent licenses with large 
companies, some of which are 
measured in hundreds of millions 
of dollars — each. Reportedly, 
Intellectual Ventures’ “relationship 
with the tech industry has become 
increasingly adversarial.” It seems 
inevitable that a large company that 
balks at paying a license fee will at 
some point fi nd itself subject to an 
infringement lawsuit.

A more recent entry in the fi eld 
is RPX, a patent holding company 
launched in November 2008 by 
two ex-VPs of Intellectual Ventures 
and a lawyer who represented the 
licensing foundation formed by 
Jerome Lemelson, considered by 
some to be the original patent troll. 
The team touts that its collective 
experience totals “over $2 billion in 
patent-related transactions.” Rather 
than presenting itself as yet another 
patent licensing company, RPX mar-
kets itself as a hedge against trolls, 
sort of an “anti-troll.” The home 
page of the RPX Web site leads off 
with an assertion that RPX was 
formed to provide companies with 
protection against patent assertions 
by non-practicing entities. The 
RPX model is based on an annual 
fee for which member companies 
get covenants not to sue and term 
licenses for their operations. RPX 
has been very active in acquiring 
patent rights, and has even entered 
into a relationship with Acacia to 
extend a portion of its portfolio to 

RPX’s members.
Traditionally, companies consid-

ering a defensive patent strategy 
mainly directed their analysis at 
competitors. They would analyze 
competitors’ patent portfolios for 
non-infringement, invalidity or 
unenforceability arguments. They 
would seek to obtain patents in ar-
eas to which their competitors were 
likely to migrate, even if not core to 
their own business.

Now, however, with aggregation of 
huge portfolios by non-competitive 
organizations, a different approach 
is needed. Simple mathematics il-
lustrates why this is the case. Say, 
for example, that patents statistical-
ly have a 70 percent chance of being 
upheld as valid in litigation. An ac-
cused infringer faced with a single 
patent may well decide to launch a 
defense based in part on invalidity, 
because the 30 percent chance of 
success is signifi cant. However, if 
a patent aggregator collects just 
four potentially applicable patents, 
and if the arguments for invalidity 
are independent for each, then the 
defender has less than a 1 percent 
chance of establishing that all four 
patents are invalid (the chance of 

succeeding with all four arguments 
is 30 percent of 30 percent of 30 per-
cent of 30 percent, or 0.3 raised to 
the fourth power).

It may be that Congress at some 
point decides to change the rules, 
but companies are not waiting to 
fi nd out. A number of larger play-
ers are choosing to sign up with, or 
even invest in, these patent holding 
companies. 

Smaller companies are adopting 
a number of clever strategies to 
become less attractive litigation tar-
gets as well. More energy is being 
put into fi ghting plaintiffs’ venue 
selections; technology differentia-
tors are being emphasized so that 
plaintiffs have diffi culty lumping all 
defendants together for purposes of 
infringement analysis; defendants 
are forming joint defense teams 
more effectively than used to be 
the case.

Just to give one specifi c example 
of emerging defensive techniques, 
if a patent holding company has 
a portfolio of 300 issued patents 
and a handful of applications in a 
particular area of technology, the 
company’s duty of disclosure to the 
U.S. Patent and Trademark Offi ce 

regarding the pending applica-
tions may extend to the “prior art” 
evident from the fi le histories of all 
300 issued patents, as well as those 
that the company considered but 
did not acquire. Thus, large patent 
holding companies are potentially 
subject to far more extensive pre-
trial discovery than would be the 
case for individual patent holders. 
As always, countermeasures will 
continue to evolve along with these 
new businesses, and will be reset 
from time to time as Congress or 
the courts step in.

We are entering a new age, a sec-
ond generation, of patent holding 
company activities. Companies that 
are not prepared with new strate-
gies will fi nd this new era costly and 
potentially fatal to their existing 
operations, while those who have 
ongoing involvement with the pro-
cess can fi nd ways to work with it. 
As always, awareness and foresight 
will be key predictors of success.

Stuart Meyer is a partner in the IP 
and litigation groups of Fenwick & 
West in Mountain View. His practice 
centers on strategic IP protection 
for technology companies.

Trolls 2.0

By Guylyn Cummins

I
n 1987, the Fairness Doctrine 
died a natural death. So most 
of us can barely remember 
what it was, if we have heard 
of it at all. 

Yet, as late as last month, infl u-
ential lawmakers like Sens. Tom 
Harking and Debbie Stabenow, 
were joining others like Barbara 
Boxer, Nancy Pelosi and Hillary 
Clinton in calling for its return. We 
can no longer assume it has been 
safely interred.

In a nutshell, the Fairness 
Doctrine required radio and televi-
sion broadcasters to present all 
contrasting points of view in any 
coverage of a controversial issue of 
public importance. While the First 
Amendment’s freedom of speech 
protections generally prohibit the 
government from telling anyone 
what they must say, in 1969, the 
U.S. Supreme Court upheld the 
constitutionality of the Fairness 
Doctrine reasoning that, for many 
years the Federal Communications 
Commission (and before it, the Fed-
eral Radio Commission) imposed 
on radio and television broadcasters 
the requirement to discuss public 
issues and to give each side of those 
issues fair coverage.

The rationale for the Fairness 
Doctrine was premised largely on 
the fact that broadcast frequen-
cies constituted a scarce resource 
(“spectrum scarcity”), and without 
government control, the radio me-
dium would be of little use “because 
of the cacophony of competing voic-
es, none of which could be clearly 
and predictably heard.”

Consequently, in the Radio Act 
of 1927, the Federal Radio Com-
mission was established to allocate 

frequencies among competing 
applicants “in a manner responsive 
to the public ‘convenience, inter-
est, or necessity.’” This enactment 
repudiated the rationale of the 1912 
act, i.e., that “anyone who will may 
transmit their message,” and in its 
stead substituted the principle that 
“the right to of the public to service 
is superior to the right of any indi-
vidual” or station owner. 

Shortly thereafter, the Federal 
Radio Commission expressed its 
view that the “public interest re-
quires ample play for the free and 
fair competition of opposing views.” 
This principle was applied to “all 
discussions of issues of importance 
to the public.” Through the denial 
of license renewals and construc-
tion permits, the Fairness Doctrine 
was thereafter enforced. 

While the Fairness Doctrine 
initially required licensees to 
refrain from publishing their own 
views — a form of government 
censorship — as of 1969, it required 
broadcasters only to give adequate 
coverage to public issues and to 
fairly refl ect opposing views, even 
at the broadcaster’s own expense if 
sponsorship was unavailable and on 
its own initiative if no other source 
was available. 

As the Supreme Court explained, 
“This mandate to the FCC to assure 
that broadcasters operate in the 
public interest is a broad one, a pow-
er ‘not niggardly but expansive.’” 
Broadcast frequencies are limited 
and necessarily considered a pub-
lic trust, so the Fairness Doctrine 
extends to “all legitimate areas of 
public importance which are con-
troversial, not just politics.”

The Supreme Court concluded, 
“There is no question here of the 
Commission’s refusal to permit the 

broadcaster to carry a particular 
program or to publish his own 
views; of a discriminatory refusal 
to require the licensee to broadcast 
certain views which have been 
denied access to the airwaves; of 
government censorship of a par-
ticular program …; or of the offi cial 
government view dominating public 
broadcasting. Such questions would 
raise more serious First Amend-
ment issues. But we do hold that the 
Congress and the [Federal Com-
munications] Commission do not 
violate the First Amendment when 
they require a radio or television 
station to give reply time to answer 
personal attacks and editorials.” 

Notably, the Fairness Doctrine’s 
legislative history contained 
this important statement: “If the 
number of radio and television sta-
tions were not limited by available 
frequencies, the committee would 

have no hesitation in removing 
completely the present provision 
regarding equal time and urge the 
right of each broadcaster to follow 
his own conscience.”

According to recent news stories, 
some Democrats and liberals “tired 
of wrestling with conservative talk 
radio” have talked of reviving the 
Fairness Doctrine, as they believe 
its demise is to blame for talk ra-
dio’s opinionated yet highly popular 
form. A Reuters article estimates 
conservatives on talk radio domi-
nate liberals by a ratio of 10-to-1. 
Others, like Andrew Schwartzman 
of the Media Access Project, dub 
the discussion “entirely a creation 
of a bunch of right-wing talk show 
hosts trying to make a ruckus.” 

While President Obama is not 
said to favor the return of the Fair-
ness Doctrine, at least for now, he 
has been said to favor “localism,” 

a kind of step-child of the Fairness 
Doctrine. The Federal Communica-
tions Commission is considering 
whether to require broadcasters to 
create community advisory boards 
made up of local offi cials and other 
community leaders to tell media 
executives whether their news cov-
erage is addressing the needs of the 
community. 

Many cases litigated under the 
Fairness Doctrine reveal its dif-
fi cult contours, in addition to the 
taboo that government should not 
compel speech - sounding a cau-
tionary note for us all. Hundreds of 
cases show deciding when to apply 
the Fairness Doctrine was hotly 
litigated and expensive, and yielded 
a wide-spectrum of judicial rulings 
until its demise. 

Should a broadcast advertise-
ment urging enlistment in the 
armed services during the Viet-
nam war trigger application of the 
Doctrine? If such an advertisement 
presents “the attractive, positive 
and advantageous side of military 
service,” should free air time be 
given to those who wish to show 
rows of grave stones of soldiers or 
to warn young people, “Chances 
are, the only job you’ll learn is how 
to kill. Chances are, you’ll wind up 
in Vietnam killing and perhaps 
getting killed, in a war that doesn’t 
make much sense”?

Similarly, should cigarette ad-
vertisements showing beautiful 
people smoking and having fun 
trigger free air time to discuss the 
“uniquely serious and well-docu-
mented hazards to the public health 
inherent in cigarette smoking”? 

Against the backdrop of expen-
sive cases and industry turmoil, 
the Federal Communications Com-
mission released a 1985 Fairness 

Report dealing a death knell to 
the doctrine. The commission said 
the Fairness Doctrine no longer 
produced its desired effect, and 
instead caused a “chilling effect” on 
news coverage that “might” violate 
the First Amendment. In 1987, the 
doctrine was abolished.

Clearly, the spectrum scarcity on 
which the Fairness Doctrine was 
premised does not exist for the 
Internet, cable and collectively, 
the conventional mass media at 
large. Should it be revived to apply 
only to broadcasters when true 
“spectrum scarcity” really does not 
exist today? 

Groups like the National As-
sociation of Broadcasters have 
beat back efforts to resurrect the 
doctrine, and vow to continue to 
fi ght the Federal Communications 
Commission’s localism proposals. 
David Rehr of the National Asso-
ciation of Broadcasters wrote, “The 
so-called Fairness Doctrine would 
stifl e the growth of diverse views 
and, in effect, make free speech 
less free.” Some station owners 
agree, saying they would simply 
drop controversial programming if 
the doctrine returns and air music 
and entertainment programs like 
they did until its demise.

It would be folly to ignore the 
lessons the Fairness Doctrine has 
already taught us, especially in 
today’s global mass-media world.

This is especially true given that 
the content of the compelled speech 
the doctrine requires may not be 
free from intellectual property and 
other tort liability.

Guylyn Cummins is a partner in the 
entertainment, media and technol-
ogy practice group in Sheppard Mul-
lin’s San Diego/downtown offi ce.
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Some liberals believe the Fairness Doctrine’s demise has lead to talk 
radio being dominated by conservative hosts, like Rush Limbaugh.
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