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‘Protect in haste, invent at leisure’ is a sarcastic statement to subtly depict the dismal state of the present regime of
patent laws. A regime that was intended to balance the societal interests with that of private individual interests has
undergone a sea change over the years, with the general tendency being to cater the least for the latter. Individual firms and
applicants, in general, have used the lacunas in the law to their advantage and developed a mechanism whereby the patent
granted to inventions (some, being undeserving of patent protection) are so wide in ambit, that the same leaves no scope for
technological innovations and competition in the particular area where the former invention belonged.

Having said this, it would also be patently incorrect to assume that broad patents should be avoided at all times and that
patents should always be narrow in nature. Both broad and narrow patents have their significance, the authorities need to
realize this and judicially limit the breadth of patents in specific case instances. The economic rationales behind the law of
patent infringement warrants due consideration and analysis.

The paper is thus an endevour to comprehend the issue primarily from the aspect of economic theories, which founded
the patent regime and the laws as regards infringement claims.
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“Today the court jettisons more than two hundred
years of jurisprudence and eviscerates the role of the
jury preserved by the Seventh Amendment of the
Constitution of the United States; it marks a sea
change in the course of patent law that is nothing
short of bizarre. Sadly, this decision represents a
secession from the mainstream of law’*

The law of patents has undergone radical
metamorphosis over the years perhaps comparable to
no other realm of law. This is not just because of the
growing significance of the subject, rather the
perplexing jurisprudence that seems to be inextricably
glued to the laws in this regard. It is thus not a matter
of surprise that the regime has found itself entangled
in the webs of manipulative interpretations, a fall out
of a plethora of causes and reasons. The paper delves
into one such aspect of patent law, which has indeed
revolutionized the jurisprudence of the subject,
something diametrically different which had founded
the same.

It is no more a secret that the patent authorities
grant ‘over broadly’ patents,® perhaps due to the lack
of access to the knowledge engrained in the public
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domain, more commonly referred to as the ‘state of
the art’. The propensity of the authorities in granting
patents considering the shallow resources to public
knowledge has become something acceptable,
something that is a paradigm of the manipulation of
the system despite the fact that consequential
repercussions might be disastrous, much more than
the theoretical understanding of the ‘tragedy of the
commons’.?

Infact, given the problems that have been
tormenting this revolutionary regime over the years,
the notion of prior art itself seems to have lost its
significance” amidst the myriads of scientific and
technological hypocrisy. Cases of granting patent
protection to undeserving inventions has become
ubiquitous, a practice so diabolical in nature which
has the potential to jettison the objectives of the patent
system and moreover trigger unwarranted societal
impacts-calculated, manipulative and colourable
imitation being one of them.

It is this aspect of innovation and ‘colourable
imitation” of patented products that should be the
focus of a discussion envisaging analysing the
probable and plausible lacunas in the regime that
governs the intellectual growth of national economies.
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Notable is the fact that despite there being a vastly
deliberated and jurisprudentially grown arena of
infringement laws in the patent regime, problems as
contemplated by this paper emerge and continue to
perplex the intelligencia of intellectual property law.
With the Doctrines of Equivalence® and fence post®
being expounded by the American and English courts
over the years, emergence of such practical flaws in
the system is indeed a predicament, certainly much
more than a mere travesty of justicethat warrants
urgent solutions and alternatives.

Given the well settled laws on infringement, the
legal justifications behind them, and the sequel of
paradoxical lacunas in the patent regime, one needs to
approach the issue through the locus of an
inconspicuous ~ path,  though  of  paramount
significance, which beholds all the answers that could
rationalize the errors in this branch of intellectual
property law, that being, the locus of economics
behind the law. Infact, the nexus between law and
economics as independent areas of analysis and study
is perhaps inextricable. Scholarly researches by
stalwarts like Steven Shavell,” Justice Posner® and
David Friedman® have not just proved this assertion
but have also revealed the importance and need for
any law to take into consideration economic
principles. The law of patents is no exception to this
presumption and thus the significance being given to
it in the present discussion. Seemingly irrelevant to
most lawyers, the economic rationales behind the law
of patents need to be comprehended as that forms the
foundational pedestal of the regime®, incorporation of
which, in the judicial and legislative dicta, is of
immense importance so as to have a holistic approach
to the problem at hand.

The Doctrine of Equivalence is crucially linked to
the economic concept of patent breadth, which
defines the scope of the patent and thereby creates a
hypothetical ‘fence’ within which the patentee would
be exercising monopolistic and exclusive rights."*
This issue of patent breadth has been a matter of great
study and analysis by both economists and patent
attorneys in the past. The breadth of a patent defines
the range of products that are encompassed by the
claims of the patent and thus protects the patent
holder against potential imitators. This would, in other
words imply that, lesser the specificity of the claim of
the product or process, the broader the patent over it.*?
Hence, patent breadth depends upon the claims put
forth by the patentee and is also a feature over which

the patent office has some discretion. Clearly the
breadth of the patent draws in two self-conflicting
implications; a reduction in the breadth of patents
would induce more competition, which benefits
consumers on one hand and on the other, too narrow a
patent reduces the incentive to innovate.™

A simplistic and perhaps a more socialistic answer
to this predicament of patent breadth is the view that
narrow and long (i.e., in terms of duration) patents
should be preferred to broader patents, since broad
patents are costly for the society in that they give
excessive monopoly power to the patent holder.*
However, it is submitted that a clear understanding of
the subject and a deeper introspection on the same
might not suggest such a simplistic and monosyllabic
answer as this. It is certainly correct to assume that
broader patents have a detrimental impact on the
societal cause and as such would discourage
innovation. Given this assumption, it is perhaps even
more desirable to analyse what certain American
economists presume. The economics of patents would
suggest that a broad patent would imply strong
protection of pioneer discoveries and promote
innovation and technological research on one hand
and on the other it may negatively influence the
development of applications or improvements.
Another theory suggests that whereas broad patents
encourage fast and duplicative research, narrow
patents would imply slower and complementary
developments.*®

The Coase theorem in economics’’ may seem to
justify the allocation of rights in any sphere of activity
and to this effect might even have a role in the law of
patents. In fact, Coase would suggest that for a regime
like that of patents, there need not be any allocation of
rights as the concerned parties would come to the
most economically efficient outcome themselves.
This contemplates a situation where the patent holder
would bargain with the alleged infringer and arrive at
a solution, which would serve the interests of both of
them.” This would also, to a certain degree, imply
that the breadth of a patent would have negligible
impact on the technological research and progress
within the competitive market."® However, these
assumptions are unrealistic since the real world is
characterized by high transaction and administrative
costs, all the more in case of equivalent inventions.
Hence in these conditions, an efficient outcome would
be least probable®® and certainly not reliable. Given
this fact, the importance of the Coase theorem, despite
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the inherent fallacies, reveals the need for laws in the
realm of patents, and certainly in the arena of
infringement claims, thereby justifying the purpose of
the Doctrines of Equivalence and ‘fence post’.

There are other economic theories that justify the
regime of intellectual property rights, one amongst
them being the ‘consequentialist’ theory.!” This
theory attempts to justify the need of IP on the basis
of the benefits flowing from their recognition,
generally manifested in the form of advancement in
knowledge, industrial progress and economic
efficiency. The notions of utilitarianism, which is a
consequential sequel to this branch of jurisprudence,
if applied to the case of patents would suggest that a
particular invention needs special protection
(that being the patent regime) till the social benefits
exceed the social costs.”* The social benefits derived
from the patent regime, particularly concerning the
breadth of patents, are the ‘incentive to invent’, the
‘incentive to disclose’ and the ‘incentive to innovate’.
These benefits, even though center around the

individual patent holder, the innovator and their
3 22

‘incentives’,” yet the implication on the entire
society, when viewed macro-economically, is
immense.

Prior to arriving at a definite conclusion on the
viability of broad or narrow patents, a discussion on
the viability of a law on infringement may also be
investigated. Besides the Coase model mentioned and
described above (with all the inherent assumptions
almost impractical in the real world), economists
Maurer and Scotchmer (2002) had pointed out that
‘patents may be inferior to other forms of intellectual
property in that ‘independent invention’ is not a
defence to infringement’.?* Notably, the patent regime
does not give any scope for ‘mens rea’ and the mental
element is no defence in infringement suits.* So if
‘independent invention” were a defence, as per this
theory, the continual threat of entry would induce the
patent holder to license its technology on terms that
commit to lower output price,”® and this would be
where the social benefit would lie. In other words, by
compromising on the patent holder’s exclusivity in
exploiting his invention, the purported social benefit
would be arrived at without having to opt for a suit for
infringement. Thus, the need for having doctrines like
that of equivalence, pith and marrow, or generally,
provisions for infringement clauses, which is the
subject matter of the present discussion, lies futile.

Given the various justifications for having laws on
infringement and that too in the light of doctrines
which govern the same, it remains an undisputed fact
that in the present society, having solid legal
provisions is an inevitable necessity. With such a
dilemma at hand, it is perhaps the most rational
choice to proceed on the hypothesis that was adopted
in the initial part of this paper. The dichotomy of
having broad and narrow patents in the context of
social and individual benefits need to be harmonized
in order to decipher the exact perimeter of the
Equivalence or the penumbra of the invention which
would be considered sacrosanct, so much so that any
transgression into such penumbra would constitute an
infringement. As mentioned above broader patents
would imply fast and duplicative research as opposed
to narrow patents, which would result in slower and
complementary innovation.?* Considering the veracity
of such a hypothesis and understanding the practical
possibilities of such a scenario, it may be safe to
arrive at a certain conclusion.

The difference between broad and narrow patents
is primarily concerned and located in the aspect of
research and development.?® A simple analysis of the
logic behind the concept of breadth and width of
patents would reveal the fact that the criteria of
efficiency are apparently in favour of broad patents
when the social value of the investment in

fundamental and preliminary research (on the
patented product) exceeds the social value of
investment in  developing  applications and
innovations, while narrow patents should be

considered in the contrary cases.”” In this context, it is
pertinent to discuss some of the significant judicial
pronouncements and other concepts in the law of
infringement of patents and test them in the light of
economic justifications and assumptions arrived at.
This would help in revealing the presence or absence
of the nexus between economics and law, particularly
in the realm of such a deliberated topic as that of
infringement of patents.

The Laws and Judicial Pronouncements

It is perhaps a travesty of justice that despite
various economic researches and dissertations on this
subject, most of legal principles and particularly
judicial pronouncements fail to recognize and adhere
to them. This is notwithstanding the fact that there are
quite a number of such legal principles, which do
adhere to the economics that drives the patent regime,
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yet there are exceptions to be found amongst them.
Hence, the discussions to follow would be a search
for such instances, both which do and those which do
not seem to justify the economic rationales. At the
outset it may be noted that the conclusion that was
derived in the last discussion was that broad patents
are justified when the social value of the investment
in fundamental and preliminary research exceeds the
social value of investment in developing applications
and innovations.?

Besides the ‘Doctrines of Equivalence’, ‘fence
post’,* pith and marrow’,”® “all elements’®® and the
like which have acquired special significance in the
patent regime, the doctrine of ‘colourable imitation’
has also made a mark in the laws of infringement.*
Simplistically, this contemplates a case where a man
makes a slight difference in the parts of a machine,
thereby giving a hue to the suggestion that he is not
infringing the patented machine where he is really
using mere substitutes for portions of the machine so
as to get the same result for the same purpose.® It is
submitted that this doctrine, in essence, amounts to
the same principles as that of equivalence, yet a deep
analysis of the same would denote certain minute
though significant differences. The expression
‘colourable imitation’ connotes no more than that the
infringer has adopted all the essential features claimed
in the patent but has altered one or more unessential
features, or has added some additional feature that
may or may not in itself involve an inventive step.®

Hence, the doctrine seems to have its effect even in
those cases where the alleged infringer may have
added an inventive step in the patented product. Given
such a probability, the doctrine not just dilutes the
basic concept of infringement, rather also jettisons all
economic justifications for the same* Additions and
omissions may be very material in considering
whether in fact the machine of the defendant is an
infringement of combination which the plaintiff
claims; but if the defendant really has taken the
essence of the patentee’s claim, the mere fact that
certain parts are omitted or added would not prevent
his invention from becoming an infringement.*® This
justification clearly applies to the cases of narrow
patents, since it leaves no scope for innovation and
development over the patented product. Certainly, this
argument runs contradictory to the cases that apply
the equivalents doctrine, thereby creating a vast
jurisprudential void in the law in this regard.

In case a later invention is shown to be within the
fences of an already patented product and if the
alleged infringer can successfully prove that at the
time of the invention of the former product, no one
could comprehend the latter, then the law of
infringement would seem to protect such an
infringer.®® This fact holds a special significance in
the pharmaceutical industry. As a matter of general
practice in the pharmacy sector, brand names usually
enter into contracts with potential generic entrants
even though the latter come into the market much
later in time and with products incomprehensible by
the former. Such contracts assure a huge portion of
the revenues to the new entrants as well as no
infringement suit, which itself would take years to get
resolved. Notably, the Hatch-Waxman Act in the US
seeks to address this issue.” Being labeled as anti-
competitive in nature®, the law therefore comes in to
prevent such inter-party contracts with a view that
society at large would stand to lose in such cases.

This understanding of the legislature clearly stands
contradictory to the basic rules of economics
discussed in the last phase of this paper. The Coase
theorem, as already mentioned comprehends such a
situation and concludes by categorizing them as the
best and the most feasible alternative where the law
need not decide on the allocation of rights. The parties
would come to the most optimal understanding
amongst themselves without the need for law to have
a role. This understanding of Coase, nonetheless
stands deficient due to the inherent inconsistencies
and impractical assumptions.* Further, if this logic
were to be taken as the guiding factor for rejection of
the Hatch-Waxman provisions, then such an argument
would be leveled against all antitrust laws, since all of
them follow the same principles. Despite this, the
submission of the researcher can certainly be used to
show that given the inseparable nexus between
economics and the law of infringement, most laws do
not adhere to the simplest of logical principles of the
former subject.

Conclusion

For a legal regime as economically and socially
significant as that of patents, it is indeed a matter of
immense concern that the philosophical justifications
which founded it have themselves become nebulous
in the light of inherent lacunas in the system. A
regime that envisages balancing societal growth
through a mechanism of granting exclusive rights to
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the inventor of a new product has invariably become
applicant-centric over the years, reasons for the same
being multifarious. ‘Protect in haste and invent at
leisure’ has become the mantra for firms seeking
refuge in a system that seems to cater the least to
address the inherent trade-off between the patentee
and society’s interests.'

It must be noted that the initial days of the patent
regime saw weaker and narrower property rights
being preferred as they were more socially viable than
broader rights and further had the potential to
converge the seemingly divergent societal and private
interests.”” However, with new paradigms of
innovation coming to light, broader protection has
become the prime objective of every patent seeker, an
obvious attempt to monopolize the chain of
innovations that could follow and individualize the
right to invent at leisure. It is unfortunate to know that
even the judiciary and legislatures seem to be
oblivious of this fact, thereby adding to the exigencies
of the situation. What is thus an imperative
requirement is a deep dive into the jurisprudential
history and economic rationales of the subject and
disinter the objectives that this regime seeks to
achieve.
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