Proportionality in Patent Enforcement
A Transatlantic Divide and the Perils of eBay's Legacy
By Marco Dal Monte, LL.M'

l. Introduction

Patents are more than just technical documents; they drive innovation and economic
progress.? Indeed, the European Commission considers patents, along with other intellectual
property (IP) rights, “a powerful tool for growing the competitiveness of all companies”?
Notably, patent-intensive sectors contribute significantly to the EU economy, accounting for
11% of total employment and 17.4% of GDP between 2017 and 2019.*

This success is rooted in the patent system. Patents grant inventors exclusive rights® to their
ground-breaking creations for a limited time (typically 20 years).® In return, they must publicly
disclose their innovations, ensuring that knowledge is shared and can inspire further
technological advancements across industries.’

In practice, when a third party uses a patented invention to make, sell, or import products
without the patent owner’s consent, it infringes the rights arising from the patent. By enforcing

' This paper is based on research conducted during Dal Marco’s tenure as IPR Policy Researcher at
4iP Council. The views and opinions expressed are solely those of the author and do not necessarily
reflect those of 4iP Council or its supporters.

2 While patents are not the sole driver of innovation, they play a crucial role in incentivizing investment in new
technologies. Patents enable the transfer of technology and are key for startups aiming to secure venture capital
investment. See Ohlhausen, Maureen K., Patent Rights in a Climate of IPRs scepticism, Harvard Journal of Law &
Technology, Volume 30, Number 1 Fall 2016. Available at:
https://jolt.law.harvard.edu/assets/articlePDFs/v30/30HarvJLTech103.pdf p.48. [All links in the paper were
Accessed 01.04.2025].

3 Legal provisions of COM(2017)708 - Guidance on certain aspects of Directive 2004/48/EC on the enforcement
of intellectual property rights. Introduction. Brussels, 29.11.2017 COM(2017) 708 final. Available at:
https://www.eumonitor.eu/9353000/1/j4nvhdfcs8bliza j9vvik7m1c3gyxp/vkiriOw115uo.

4 European Union Intellectual Property Office and European Patent Office, 2022. IPR-intensive industries and
economic performance in the European Union: Industry-level analysis report, fourth edition. Available at:
https://euipo.europa.eu/tunnel-web/secure/webdav/guest/document library/observatory/documents/reports/IPR-
intensive industries_and economic _in EU 2022/2022 IPR _Intensive Industries FullR en.pdf. Equal
impressive figures are reached in the US. See U.S. Patent and Trademark Office, 2022. The latest USPTO report
finds industries that intensively use intellectual property protection account for over 41% of U.S. gross domestic
product, and employ one-third of the total workforce. Available at: https://www.uspto.gov/about-us/news-
updates/latest-uspto-report-finds-industries-intensively-use-intellectual-property-0.; U.S. Patent and Trademark
Office, 2023. Employment in IP-intensive industries during the COVID-19 pandemic and beyond. Available at:
https://www.uspto.gov/ip-policy/economic-research/publications/reports/employment-ip-intensive-industries-
during-covid-19.

5 In Bloomer v. McQuewan (1852), Chief Justice Taney affirmed that patents merely grant the right to exclude
others from using or selling the invention in question; likewise, in Centrafarm v. Sterling Drug (1974), the European
Court of Justice confirmed that patents grant inventors exclusive rights to use and market their creations.
Justia.com: Justia US Supreme Court Center, Bloomer v. McQuewan, 55 U.S. 539 (1852). Available
at: https://supreme.justia.com/cases/federal/us/55/539/; SCOTUSblog: Duffy, J., Amicus Brief in Impression
Products, Inc. v. Lexmark International, Inc., No. 15-1189. SCOTUSblog, 2017. Available
at: https://www.scotusblog.com/wp-content/uploads/2017/02/15-1189 amicus np prof duffy.pdf ; Google
Scholar:  Google  Scholar, Bloomer v.McQuewan, 55 U.S. 539 (1852). Available at:
https://scholar.google.it/scholar_case?case=8745936874816403351&hl=en&as sdt=6&as_vis=1&oi=scholarr .
Court of Justice of the European Union, Centrafarm BV v. Sterling Drug Inc., Case 15-74 (1974). Available at:
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A61974CJ0015

6 See more information on patents at 4iP Council, Which types of intellectual property do you need? Patents.
Available at: https://www.4ipcouncil.com/smes-corner/what-intellectual-property-and-which-types-do-i-need.

7 See other benefits of patents at 4iP Council, 4 Reasons to Patent. Available at: https://www.4ipcouncil.com/smes-
corner/4-reasons-patent.
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their rights by legal means available, such as through an injunction, patent owners can stop
unauthorised use. They can also generate revenue through licensing, secure their market
position, and strengthen their bargaining power in collaborations. This legal protection gives
stakeholders confidence to share their innovations without fear of misappropriation.
Considering the importance of IP rights, the EU adopted in 2004 the Directive 2004/48/EC
on the enforcement of IP rights (hereinafter “lPRED”).8IPRED’s purpose is to “ensure a high,
equivalent and homogeneous level of protection” to guarantee “a minimum but standard set
of measures, procedures and remedies allowing effective civil enforcement of intellectual
property rights.” In other words, IPRED was created to harmonise and strengthen IP rights
enforcement standards in the EU.™°

The importance of adequately protecting IP rights by means of injunctions stopping
infringement is well understood by both the IPRED and the Agreement on Trade-Related
Aspects of Intellectual Property Rights (TRIPS). According to Art. 11 IPRED, Member States
“shall ensure that, where a judicial decision is taken finding an infringement of an intellectual
property right, the judicial authorities may issue against the infringer an injunction. These
injunctions are intended to prevent the infringement from continuing.” Also, Article 28 TRIPS"!
prevents third parties from profiting economically from goods or services that use a patented
invention without authorisation from the patent owner.

At the same time, Article 3 IPRED emphasises that enforcement mechanisms must strike a
balance between protecting IP rights and ensuring fairness in legal proceedings. It mandates
that enforcement measures be “fair and equitable”, avoiding unnecessary complexity,
excessive costs, or unreasonable delays. Additionally, Article 3(2) stipulates that these
measures must be “effective, proportionate, and dissuasive”, while ensuring they do not
create barriers to legitimate trade or allow for abuse. This dual focus seeks to prevent both
over-enforcement that could hinder lawful commerce and under-enforcement that could
weaken IP protection.

In recent years, the application of the “proportionality principle” outlined in Article 3 (2) IPRED
has sparked a heated debate, particularly concerning the issuance of injunctions against the
infringement of patents embedded within complex, multi-patent products.'? In this context,
some have proposed incorporating into IPRED a new standard for assessing injunctions.

8 European Parliament & Council of the European Union. (2004). Directive 2004/48/EC on the enforcement of
intellectual property rights. Official Journal of the European Union, L 195, 16-25. Available at: https://eur-
lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32004L0048.

9 Legal provisions of COM(2017)708 - Guidance on certain aspects of Directive 2004/48/EC on the enforcement
of intellectual property rights. Introduction. Brussels, 29.11.2017 COM(2017) 708 final. Available at:
https://www.eumonitor.eu/9353000/1/j4nvhdfcs8bliza_j9vvik7m1c3gyxp/vkiriOw115uo.

10 Gotting, H.P., Du Vall, M. and Rdder-Hitschke, H., 2012. Enforcing intellectual property rights: necessary
instruments versus over-enforcement. (No Title). Gotting, H.P., Du Vall, M. and Réder-Hitschke, H., 2012. Enforcing
intellectual property rights: necessary instruments versus over-enforcement. (No Title). p. 13.

Strowel, A., 2004. The scope of the proposed IP enforcement directive: torn between the desire to harmonise
remedies and the need to combat piracy. European intellectual property review, p.244.

" World Trade Organization (1994) Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS).
Available at: https://www.wto.org/english/docs_e/legal _e/27-trips 04c_e.html.

12 See Bailey, V., 2024. Why proportionality is key for patent injunctions. Managing Intellectual Property.
Available at: https://shorturl.at/RDM2y
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They propose to amend the current text of IPRED,'® as well as encourage European courts,
such as the Unified Patent Court (UPC), to adopt an approach that could deny or limit patent
injunctions.™ The new standard would be based on the four factors established in the U.S.
Supreme Court decision eBay Inc. v. MercExchange, L.L.C. (2006) (hereinafter “eBay
decision”).

5This paper examines the role of proportionality in patent infringement proceedings in the
EU' and analyses whether amendments to Article 3 IPRED are necessary. Part Il explores
the origins and legal framework of proportionality in EU law, including its role in IPRED and
its application in Germany, France, and ltaly. Part lll analyses the proposal to automatically
deny injunctions for patents embedded in complex products based on Article 3(2) IPRED, for
standard essential patents (SEPs) and implementation patents alike. Part IV explores the
development of the proportionality principle in the U.S., with particular emphasis on the
Supreme Court’s decision in the eBay decision and its consequences. Finally, Part V
presents concluding observations on the role of proportionality in global patent litigation and
its impact on innovation and enforcement.

Il. Proportionality and IP in the EU Legal Framework

A. Background and Motivation behind IPRED

The roots of IPRED lie in the twentieth century. The legislative harmonisation of IP rights in
Europe has been a work-in-progress since the publication of the Preliminary Draft Convention
on a European Patent Law in 1962.'" Although not culminating in a fully unified European
patent system, this initiative represented a significant early attempt to bridge the divergent
national legal systems that had long been an obstacle to effective cross-border protection.
Even earlier, two seminal international agreements—the Paris Convention for the Protection
of Industrial Property and the Berne Convention for the Protection of Literary and Artistic
Works—laid the foundational substantive standards for IP protection. However, these
conventions were primarily concerned with ensuring that the rights were recognised
internationally; they provided only general guidelines on enforcement, thereby leaving the
enforcement task largely to national discretion.'® This meant that while the substantive rights

3 Germany’s Automotive Industry Association (VDA) and the Fair Standards Alliance (FSA). See VDA, 2024.
Patent law. Available at: https://shorturl.at/KOZfF; IPFray, 2024. Next attack on EU patent injunctions:
IP2Innovate officially pushes for stronger proportionality requirement. Available at: https://shorturl.at/SuUAS.

4 Ohly, A., Injunctions in the UPC And the Principle of Proportionality (September 5, 2022). Stockholm
Intellectual Property Law Review 2022, 58-65, Available at: http://dx.doi.org/10.2139/ssrn.4627314

5 U.S. Supreme Court. (2006). eBay Inc. v. MercExchange, L.L.C., 547 U.S. 388.

7 “The legislative harmonisation of Intellectual Property (IP) rights in the European Union (EU) has been a work-
in-progress since the publication of the Preliminary Draft Convention on a European Patent Law in 1962.1 Almost
a century before that, two international initiatives, the Paris Convention for the Protection of Industrial Property
(Paris Convention) and the Berne Convention for the Protection of Literary and Artistic Works (Berne Convention)?,
already strived to overcome the obstacles that diverging national IP laws posed for increasing globalisation and
international economic and cultural transactions. Belgium has stood at the forefront in all of these initiatives.”
Schneider, M., 2020. Enforcement of Intellectual Property Rights in the EU Member States Flip Petillion (ed.). - p.
4.

8 “While these two conventions and subsequent international and European initiatives introduced a significant
harmonisation of substantive IP rights, they only provided for general enforcement standards. This resulted in
disparities between national IP enforcement mechanisms. Directive 2004/48/ EC (Enforcement Directive)4,
adopted on 29 April 2004, aimed to resolve these disparities by harmonising the legislative systems of the European
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enjoyed a high degree of international harmonisation, the mechanisms available to enforce
those rights varied widely from country to country, creating a fragmented landscape that
hindered the efficient operation of the internal market.

By the late 1990s, the deficiencies in national enforcement regimes had become increasingly
problematic. As European integration deepened and the single market matured, the
limitations imposed by disparate enforcement standards began to pose serious challenges.
In response, the European Commission adopted a Green Paper in 1998. It aimed at
assessing the economic impact of counterfeiting and piracy,and evaluating whether new
Community-level initiatives were necessary to tackle these issues.’® The Green Paper
underscored the fact that while various international and European initiatives had been
undertaken to safeguard IP rights, enforcement measures within the single market remained
largely limited. The Commission’s public consultation—comprising 41 detailed questions—
captured the concerns of a broad range of stakeholders and ultimately laid the groundwork
for a more ambitious action plan that called for legislative intervention.?°

In its subsequent proposal for an enforcement directive the Commission sought to provide
effective, proportionate, and dissuasive remedies against IP rights’ infringements and to
harmonise enforcement procedures across the EU.2" This proposal sought to establish a
legal framework that would not only streamline enforcement practices but also ensure that
the remedies available to rightsholders were robust enough to deter infringers. However, the
initial proposal was met with significant resistance and sparked a heated debate among
stakeholders. Critics argued that the measures proposed by the Commission overly favoured
IP rights owners, thereby risking the erosion of fundamental rights such as privacy and
freedom of expression. The prospect of criminalising certain acts of infringement raised alarm
among civil society groups and legal scholars alike, prompting intense scrutiny of the balance
between effective enforcement and the protection of individual liberties.?? In response to

Member States with a view to ensuring a high, equivalent and homogenous level of IP protection throughout the
internal market.”, Schneider (n 15), p. 4.

1 “By 1998, the Commission had already adopted a Green Paper on combating counterfeiting and piracy in the
single market.19 The Green Paper aimed at assessing the economic impact of counterfeiting and piracy in the
single market and to evaluate whether or not new initiatives at Community level were necessary to tackle these
issues, taking the effectiveness of existing legislation into account. The Commission recognised that several
initiatives were already taken at both an international and a European Community level. However, regarding the
enforcement of IP rights, Community initiatives had mainly concentrated on protecting external frontiers. Within the
Single Market, enforcement and protection measures were restricted to specific sectors and were limited in
scope.20 Alongside an economic and legal analysis, the Commission presented a public consultation consisting of
41 questions to better evaluate the impact of, and possible solutions to, counterfeiting and piracy. The Green Paper
provided that the issues did not necessarily warrant the adoption of legislative measures, but could also lead to
transparency or collaboration initiatives.” Schneider (n 15), p. 7.

20 “On the basis of the responses to the public consultation, the Commission put forward an ambitious action plan
in the fight against counterfeiting and piracy. The Action Plan supported the need for legislative intervention. It
included, inter alia the intention to create a proposal for a directive on the harmonisation of IP rights protection |[...]
throughout the single market and to further harmonise minimum thresholds for sanctions and criminal proceedings”
Schneider (n 15), p. 8 - here the authors quotes the following: “Communication on the Follow-up to the Green
Paper on combating counterfeiting and piracy in the single market, Communication from The Commission to the
Council, the European Parliament and the Economic and Social Committee, 30 November 2000, COM(2000) 789.”
214pjg bisherigen Initiativen der Kommission im Bereich des geistigen Eigentums hatten sich mit der
Harmonisierung einzelstaatlicher Rechte zum Erwerb und Schutz von Rechten des geistegen Eigentums und der
Schafftungs Rechte auf Gemeinschaftsebene zu diesem Zweckbefasst” Klein, S., 2012. Die Durchsetzungs-
Richtlinie vom 29. April 2004: Entstehung, Umsetzung und Auswirkungen auf das Prozessrecht. (No Title). pp.
133-114 - Here the author quotes the “Pressemitteilung ip/98/922 unter http://europa.eu/rapid/.”

22 “[...] a significant amount of civil rights organisation also voiced their opposition against the Proposal. Their
concerns were mainly directed at enforcement measures which were open to abuse by IP rightholders and which
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these critiques, and after considerable debate, the criminal provisions were ultimately
removed from the final text of the Directive. This legislative compromise was indicative of the
delicate balancing act required to reconcile the diverse interests of rightsholders,
enforcement authorities, and fundamental rights advocates. IPRED moved rapidly through
the legislative process.

At its core, the IPRED was motivated by the desire to create a unified legal standard that
would provide predictable, clear, and effective enforcement remedies across the entire EU.
The Directive was conceived as a tool to bolster European competitiveness by creating an
environment of legal certainty. It aimed to create an environment in which investors and
businesses could operate with the assurance that their IP rights would be uniformly
protected.?®

B. How proportionality is currently being applied in Germany, Italy, and
France

Art. 3(2) IPRED states that:

“Those measures, procedures and remedies shall also be effective, proportionate
and dissuasive and shall be applied in such a manner as to avoid the creation of
barriers to legitimate trade and to provide for safequards against their abuse.”

IPRED emphasises proportionality as a guiding principle leaving Member States with
significant discretion, allowing them to interpret and implement proportionality in line with their
own legal traditions and practices.

could have a chilling effect on fair use, competition, privacy and freedom of expression. Organisations such as IP
Justice, European Digital Rights and the Foundation for Information Policy Research asserted that the Proposal
was the result of pressure by the IP lobby, They especially opposed the broad right of information and the general
ban on technical circumvention devices. The provisions were compared to measures in the already existing US
Digital Millennium Copyright Act (DMCA), which they considered to be frequently abused by major IP rightholders.
The inclusion of specifically defined criminal sanctions for "serious” IP rights infringements was another aspect that
raised public concern. Civil society groups considered that the introduction of such measures fell outside the scope
of the European Community's competences.” Schneider (n 15), p. 9. - here the author mention: a) Campaign for
an Open Digital Environment, "International Coalition Urges Rejection European Union's Proposed IP Enforcement
Directive", Letter to the EU JURI Committee of 11 august 2003. and b) "The Draft IP Enforcement Directive: A
Threat to Competition and to Liberty". Foundation for Information Policy Research, 13 August 2003.

23 “Nahezu seit ihrem Bestehen hat die Européische Gemeinschaft aktiv versucht, die nationalen Rechte ihrer
Mitgliedstaaten in Bezug auf den Schutz geistigen Eigentums zu harmonisieren, um dadurch den freien Waren-
und Dienstleis- tungsverkehr innerhalb Europas zu férdern.12 Priméres Ziel der europdischen Harmonisierung im
Bereich des geistigen Eigentums war mithin stets die Vollendung des Binnenmarktes. Besondere Schritte hierbei
waren beispielsweise die Einfiihrung der Gemeinschaftsmarke 194 sowie des Gemeinschaftsgeschmackmusters
und -modells, wohingegen man sich auf das vorgeschlagene Gemeinschaftspatent bisher noch nicht hat einigen
kénnen.” Klein, S., 2012. Die Durchsetzungs-Richtlinie vom 29. April 2004: Entstehung, Umsetzung und
Auswirkungen auf das Prozessrecht. (No Title). p. 53. Norrgard contends that “harmonisation through
communication” is vital meaning that ongoing dialogue among national courts, legal scholars, and policymakers is
necessary to develop a consistent approach that respects both the need for robust IP protection and the protection
of fundamental rights. This view underscores the idea that the success of the Enforcement Directive depends not
only on the text of the legislation itself but also on the continuous refinement of enforcement practices through
comparative analysis and mutual learning across jurisdictions. Norrgard, M. (2010). The European principles of IP
enforcement: harmonisation through communication?
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Given the limited scope of this paper, the analysis on how proportionality has been
implemented nationally will be restricted to three key jurisdictions: Germany, France, and
Italy.

1. Germany

Germany has developed a structured approach to the proportionality principle. Initially,
proportionality in injunctions was addressed implicitly through case law, notably in the
Warmetauscher judgment.?*

In this ruling, the Federal Court of Justice (Bundesgerichtshof) clarified that under certain
conditions and on a case-by-case basis the right to injunctive relief can exceptionally be
limited based on proportionality considerations (referring particularly to ‘use-by periods’; cf.
10.05.2016, X ZR 114/13).

To give proportionality a statutory footing, Germany amended Sec. 139 Patent Act in 2021.
In its current form, Sec. 139 Patent Act allows courts to deny or limit injunctive relief if
enforcement leads to disproportionate, unjustified hardship for the infringer or third parties
which is not justified by the exclusive right. In such cases, the patent owner is to be granted
reasonable monetary compensation.

Under German law, when the respective conditions laid down in Sec. 139 Patent Act are
fulfilled, courts shall grant the injunction sought by the patent owner, unless the claim is,
exceptionally, excluded on proportionality grounds. Since proportionality is defined as an
exception, German courts assess its relevance upon a respective defence raised by the
defendant, who must establish relevant facts.

2. Italy
In Italy, proportionality is also defined as an exception. Some cases have demonstrated that
injunctions can be limited by considering exceptional circumstances. In Heraeus v. Biomet
(Court of Milan, 29 October 2019),2° the court granted a permanent injunction but postponed
its enforcement by one year. The court justified the delay on the basis that it wanted to prevent
disruptions to public health services that relied upon the infringing products. Similarly, in
Edwards Lifesciences v. Meril Life Sciences (Court of Turin, 16 June 2021),% the court
modified a permanent injunction to permit limited supplies of the infringing products to meet
public healthcare needs. This decision showcases that proportionality can be applied to

24 BGH, 10.05.2016, X ZR 114/13 — Warmetauscher.

25 |P in ltalia (2019) Heraeus v. Biomet: in application of the proportionality principle, the Court of Milan grants a
one-year grace period for a final injunction to take effect. 29 October. Available at: https://www.ipinitalia.com/trade-
secrets/heraeus-v-biomet-in-application-of-the-proportionality-principle-the-court-of-milan-grants-a-one-year-
grace-period-for-a-final-injunction-to-take-effect/.

% |IP in ltalia (2021) The Court of Turin applies the proportionality principle to a patent injunction in Edwards
Lifesciences Corp. et al. v. Meril Life Sciences Private Ltd. et al. 16 June. Available at:
https://www.ipinitalia.com/patents/the-court-of-turin-applies-the-proportionality-principle-to-a-patent-injunction-in-
edwards-lifesciences-corp-et-al-v-meril-life-sciences-private-ltd-et-al/.  full  judicial order available at:
https://www.trevisancuonzo.com/static/upload/nrg/nrg-100092020.pdf. (Italian language).
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balance patent enforcement with critical public interest concerns. Both cases demonstrate
that Italian courts adopt a flexible approach to proportionality.?”

3. France

In France, courts have occasionally demonstrated flexibility by balancing a patent owner’s
rights with broader societal concerns. This can be seen in cases where enforcement might
affect public health or the rights of third parties. In cases of confirmed patent infringement,
the French Court of Cassation, Commercial Division, 21 October 2014 (No. 13-15.435),28
emphasised the importance of tailoring remedies to the individual case. This suggests that
while injunctions are generally treated as inherent to the exclusive nature of patent
ownership, courts retain the discretion to consider broader implications in exceptional
circumstances. This case-by-case consideration reflects an underlying effort to balance
competing interests in case of unjust or overly burdensome outcomes.

By preserving judicial discretion, the EU allows judges to weigh proportionality within their
national legal traditions. The interpretation of proportionality as a simple guiding principle has
reduced uncertainty in its application. Proportionality has been applied mainly in exceptional
cases, particularly when "third-party rights" (as required by IPRED) were at risk, such as in
Italy regarding public health. This created a precise standard in each Member State,
establishing a clear legal tradition of reference. As a result, courts rely on specific legal bases
for niche cases rather than applying a general standard across vastly different situations.
IPRED's proportionality requirement has proved to be a reliable and effective tool. It allows
for exceptional application, guided by judicial discretion. Moreover, it also prevents the
erosion of IP rights by ensuring that injunctions remain a possible remedy for patent
infringement.

C. Perceived concerns, and the proposal to apply eBay Factors

In the recent decades, more and more products incorporate and benefit from rapid
technological advancements. For example, smartphones and connected cars offer powerful
features like real-time navigation, streaming, and over-the-air updates. These new
applications are possible because of advanced cellular standards, like 4G and 5G. Cellular
standards ensure global connectivity and interoperability. They allow devices (e.g., cars or
phones) from different manufacturers to communicate seamlessly across networks and
borders. Developing these standards requires massive, long-term R&D investments.?®
Thousands of technical solutions are contributed, tested, and refined by innovators
worldwide.®>®* Some of them are protected by patents. A patented invention that is necessary
to comply with a technical standard is called a standard essential patent or SEP. In
consequence, those implementing the standard (e.g., smartphone or connected car
manufacturers) require access to these patented technologies. To ensure wide dissemination

27 Cogo A, Ricolfi M. Italy. In: Contreras JL, Husovec M, eds. Injunctions in Patent Law: Trans-Atlantic Dialogues
on Flexibility and Tailoring. Cambridge University Press; 2022:194-21.

28 Cour de cassation (2014) Commercial Division, 21 October 2014, No. 13-15.435.

2 Effraimidis, G. and Gupta, K., 5G standards and the stark divide between innovators and implementers, IAM, 8.
June 2022, https://www.iam-media.com/article/5g-standards-and-the-stark-divide-between-innovators-and-
implementers and 4iP Council, https://www.4ipcouncil.com/research/5g-standards-and-stark-divide-between-
innovators-and-implementers.

30 Tapia, C., Chapter 8 ‘Internet of Things and licensing: SEPs and FRAND determination’ in A Modern Guide to
Patents, Elgar Modern Guides, June 2025, 198-233, p. 206.
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of standards, SEP owners typically undertake to make them available on fair, reasonable and
non-discriminatory (FRAND) terms and conditions.

FRAND is typically determined in bilateral good-faith licensing negotiations.®' In the rare
occasions where parties cannot agree on FRAND terms they might end in litigation. In such
a case the SEP owner would typically request an injunction, and the SEP implementer will
raise a FRAND defence.

Critics claim that granting injunctions for patents embedded in complex products allows SEP
owners to leverage their rights disproportionately. These groups warn that patent injunctions
in high-tech markets can be overly severe, potentially removing products from the market
and disrupting competition.®?> Armed with the ‘threat’ of stopping sales for an entire product
SEP owners could extract royalties exceeding the actual value of their contribution. In
consequence, these stakeholders advocate in favour of applying the proportionality principle
outlined in Article 3(2) of IPRED to refuse injunctions for patents embedded in complex
products. This would especially apply when the patented feature constitutes only a minor
component of the overall product and cannot be easily removed.?3

Furthermore, others argue that the EU has not issued uniform directives on how to apply
proportionality. Hence, they advocate in favour of introducing a standard before granting an
injunction, i.e., the U.S. equity-based proportionality test.>*They emphasise that European
courts, particularly the UPC, can adopt “a middle course” between the U.S. proportionality
test and an approach that would automatically grant injunctions in patent infringement cases.
In this sense, the UPC could deny injunctions that would “lead fo a disproportionate resulf’
under certain circumstances, such as in cases of complex products.3®

In the following this paper will analyse both proposals: (i) no injunctions for a patent within a

complex product and (ii) applying the U.S. proportionality test in the EU.

lll. No Injunction for a component in a complex product based on proportionality

The proposal to apply Article 3(2) of the Enforcement Directive (IPRED) in a way that would
automatically deny injunctions for patents embedded in complex products raises significant
legal and policy concerns.

31 Herranz L. and Tapia, C., Good and Bad Practices in FRAND Licence Negotiation (chapter) in Resolving IP
Disputes, Zeiler/Zojer (eds), pp. 49 -68, 2018, p. 53.

32 VDA, 2024. Patent law. Available at: https://www.vda.de/en/topics/economic-policy/law-and-
compliance/patentrecht?utm ; IPFray, 2024. Next attack on EU patent injunctions: IP2Innovate officially pushes for
stronger proportionality requirement. Available at: https://ipfray.com/next-attack-on-eu-patent-injunctions-
ip2innovate-officially-pushes-for-stronger-proportionality-requirement/.; Bailey, V., 2024. Why proportionality is key
for patent injunctions. Managing Intellectual Property. Available at:
https://www.managingip.com/article/2a5cwlcmzlkxulwzrhce8/opinion-why-proportionality-is-key-for-patent-
injunctions.

33 Ohly (n 12) 2022.

34 Ohly (n 12) 2022.

35 Ohly (n 12) 2022.
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First, such an automatic rule would contradict the very language of Article 3(2), which requires
that remedies be "effective, proportionate and dissuasive." Proportionality is inherently a
contextual assessment that must consider the specific facts of each case. Turning it into a
blanket rule strips it of its evaluative function and undermines the Directive's intention to
ensure that IP rights remain enforceable. It would also weaken the deterrent effect that
effective remedies like injunctions are meant to provide under EU law.

Second, a blanket denial of injunctions in cases involving complex products could
disproportionately harm the interests of patent owners, particularly those who develop
foundational technologies incorporated into broader systems. Many such patents are vital to
the functionality of modern technologies, and they often require substantial investment in
R&D. By preemptively excluding injunctions, the legal framework would reduce the
bargaining power of innovators and compromise the ability to obtain fair value through
licensing. This would risk disincentivising investment in innovation, especially for smaller
entities or those whose business models rely on licensing.

Third, the proposed interpretation risks creating legal uncertainty and undermining the
harmonisation goals of IPRED. European courts currently apply proportionality on a case-by-
case basis, allowing national judges to assess whether an injunction is appropriate in light of
all circumstances. Imposing a rigid rule across Member States would not only interfere with
judicial discretion, but also potentially conflict with constitutional property protections and the
CJEU’s own jurisprudence affirming the right to effective judicial remedies. In sum, the
proposed approach would weaken enforcement, reduce legal predictability, and shift the
equilibrium away from balanced and fair innovation ecosystems.

In addition, applying Article 3(2) IPRED to deny injunctions cannot be implemented in the
case of SEPs. The Court of Justice of the EU (CJEU) established n Huawei v. ZTE (C-170/13)
(hereinafter Huawei) a specific and structured framework to assess the proportionality of
injunctions in SEP cases.

The Huawei ruling establishes a lex specialis that governs the enforcement of SEPs and the
conditions under which injunctions may be granted. The CJEU sets out a negotiation
framework that reflects a carefully calibrated balance between the interests of SEP owners
and implementers. This framework includes specific obligations: the SEP owner must notify
the alleged infringer and offer a licence on FRAND terms, while the implementer must
express willingness to conclude a licence and diligently pursue negotiations. This is designed
to assess the appropriateness of an injunction and to prevent abuse. As such, it provides a
self-contained legal standard that already addresses proportionality within the particular
context of SEP enforcement.

What is more, the mutual obligations imposed by the CJEU in Huawei inherently incorporate
the principle of proportionality. The Court’'s approach ensures that an injunction will only be
available if the SEP owner has negotiated in good faith. If these obligations are not fulfilled,
any attempt by the SEP owner to obtain injunctive relief will fail. Hence, for SEPs for which a
FRAND commitment has been given there is no real “threat” of injunctive relief. In other
words, for SEPs subject to a FRAND commitment, there is no genuine “threat” of injunction.
Huawei already fulfils the function that Article 3(2) IPRED would otherwise serve. Introducing
an additional proportionality assessment under Article 3 IPRED would duplicate a test that
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has already been specifically designed and endorsed by the CJEU for this category of
patents.

Placing a ‘general’ proportionality test based on Article 3(2) IPRED on top of the Huawei
framework would create legal uncertainty and undermine the clarity achieved by the CJEU’s
ruling. The current Huawei standard offers predictability by tying the availability of injunctive
relief to the conduct of both parties. If courts were also to assess proportionality
independently under Article 3 IPRED, SEP owners and implementers would face ambiguity
over which standard prevails and under what conditions an injunction might be refused. This
would disrupt the legal coherence of SEP litigation, potentially deter licensing negotiations,
and weaken the consistency the CJEU sought to ensure across Member States.

Recent case law confirms that proportionality does not operate as an independent defence
in the context of SEP enforcement where the implementer is unwilling to license.

Examples are the ruling of the District Court of Munich | in Nokia v. Oppo (5 August 2022),
Huawei v. Amazon (14 December 2023), and the EVS patent case (19 April 2023).3% In each
case, the implementer invoked proportionality because the asserted SEP covered only a
minor feature of a complex product. The Court rejected this argument and stated that product
complexity alone does not justify denying injunctive relief if the implementer is unwilling. The
courts confirmed that Huawej already provides the necessary balance between SEP owners
and implementers. If the SEP owner meets its obligations and the implementer is not willing,
the injunction is a lawful consequence of infringement.

The Court further emphasised that the implementer’s ability to obtain a FRAND licence is
central to the proportionality assessment. If the implementer does not pursue a licence in
good faith, enforcement will not be considered disproportionate, regardless of product
complexity. The courts held that complexity alone does not amount to the kind of “exceptional
case” that might justify limiting an injunction.®”

These rulings confirm that the Huawei framework is sufficient and exclusive for balancing
interests in SEP licensing disputes. Applying Article 3(2) IPRED on top would duplicate
existing standards and undermine legal certainty in the SEP licensing context.

In Panasonic v. OPPO (2024)*the Munich Local Division of the UPC 3°recently ruled that the
proportionality principle is already well-integrated within the European legal framework,
particularly concerning the enforcement of SEPss. Citing the CJEU decision in Huawei, this
ruling reinforces the notion that proportionality is not an independent consideration but rather
an element embedded within the CJEU’s structured approach to balancing patent
enforcement and competition law.

36 Nokia v Oppo, District Court (Landgericht) of Munich I, 5 August 2022, Case No. 21 O 11522/21; Huawei v
Amazon, District Court (Landgericht) of Munich | 14 December 2023 — Case No. 7 O 10988/22; District Court
(Landgericht) of Munich I, 19 April 2023, Case No. 21 O 1910/22. Summaries 4iP Council. Available at:
https://caselaw.4ipcouncil.com/

37 The courts considered complexity only together with the implementer’s conduct, and in each case, that conduct
was found to lack genuine willingness.

38 Unified Patent Court (n.d.) Decision on Panasonic v. OPPO. Available at: https://www.unified-patent-
court.org/sites/default/files/files/api order/308AF9B9C8A3DF35034DC00828CE3CF6 de.pdf.

39 Unified Patent Court (n.d.) Decision on Panasonic v. OPPO. Available at: https://www.unified-patent-
court.org/sites/default/files/files/api order/308AF9BI9C8A3DF35034DC00828CE3CF6 de.pdf.
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The UPC ruled that owners of SEPs are entitled to injunctive relief, provided the Huawei
negotiation framework is followed. It rejected the view that SEPs serve only as financial
leverage for their owners, citing German constitutional and EU legal protections. The court
also held that proportionality concerns were deemed already addressed within antitrust-
based compulsory licensing, aligning with Article 42 UPC Agreement and Article 3(2) of
Directive 2004/48/EC. The court found no additional compelling proportionality concerns
beyond those in the Huawei framework to justify denying an injunction.

This decision further clarifies that within the European legal order, the right to injunctive relief
remains a fundamental component of intellectual property enforcement, provided that the
established negotiation procedures are followed. The CJEU has consistently upheld that
exercising the right to seek an injunction does not inherently constitute an abuse of
dominance.*® The court's reasoning reinforces the principle that a patent holder's
enforcement rights cannot be arbitrarily restricted in favour of monetary remedies unless clear
and specific circumstances justify such limitations.

IV. Applying US proportionality test (ebay case) in the EU

As mentioned above, some propose using the four-factor test from the U.S. Supreme Court’s
decision in eBay Inc. v. MercExchange, L.L.C., 547 U.S. 388 (2006) also in the context of
IPRED. They suggest incorporating it into national laws or IPRED to guide courts when
deciding whether to grant such relief.

For years, most U.S. courts operated under a strong presumption favouring injunctions in
cases of patent infringement. This presumption was rooted in the "entitlement theory," which
held that monetary damages were insufficient to fully address the harm caused by such
infringements.*' However, this approach experienced a significant transformation following
the eBay decision.

In the eBay decision, the Supreme Court mandated that courts apply “traditional equity
principles” when deciding whether to grant an injunction. To provide guidance, the Court
introduced a four-factor test requiring judicial discretion when evaluating requests for
injunctive relief. First, the plaintiff must demonstrate that it has suffered an irreparable injury.
Second, it must show that monetary damages alone are inadequate to compensate for that
injury. Third, courts must consider whether the balance of hardships between the parties
justifies granting or denying an injunction. Fourth, courts must assess whether an injunction
would serve the public interest. This landmark ruling marked a departure from the entitlement
theory, shifting the focus from treating injunctions as an inherent right of patent owners
towards a case-by-case analysis.

There are several reasons why the eBay decision cannot be directly applied in the EU. First,
the decision is rooted in U.S. law and equity traditions. EU legal systems, particularly civil law
jurisdictions, do not follow the common law doctrine of equitable remedies. In the EU,

40 Huyawei v. ZTE, ECLI:EU:C:2015:477, para. 46.
“1 Gomez-Arostegui, H.T. and Bottomley, S., 2020. The Traditional Burdens for Final Injunctions in Patent Cases
c. 1789 and Some Modern Implications. Case W. Res. L. Rev., 71, p.403.
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injunctions are typically seen as a legal consequence of an infringement, not a discretionary
remedy. Courts must grant injunctions unless specific legal exceptions apply, such as abuse
of rights or overriding public interest.

Second, the eBay test introduces a case-by-case balancing approach, which may conflict
with the principle of legal certainty in EU enforcement. Third, in the case of SEPs, the CJEU
in Huawei already provides a structured framework for assessing injunctions in SEP cases,
tailored to EU competition law. In consequence, applying the eBay test would duplicate or
contradict existing EU standards and create legal uncertainty.

Equally important is to consider the negative impact of the eBay decision in the U.S. Following
the eBay decision, obtaining injunctions grew more difficult. The result of this saw a significant
reduction in the number of permanent injunctions granted. This drop in injunctions has
intensified challenges for smaller patent owners who struggle to enforce their rights effectively
against larger infringers with significant resources.*? From 2000 to 2023 requests for
permanent injunctions dropped by 87.4% for non-practicing entities (NPEs) and 65.0% for
producing companies. The eBay decision also impacted preliminary injunctions, with a 48.4%
decrease for NPEs and 53.2% for practicing companies. The eBay decision is said to have
disproportionately affected NPEs, reducing their bargaining power in both litigation and
licensing negotiations.*?

The implementation of the eBay decision by national courts was met with significant
criticism.** This has prompted legislative responses such as the Restoring America’s
Leadership in Innovation Act and the Support Technology and Research for Our Nation's
Growth and Economic Resilience (STRONGER) Patents Act to restore injunctions.
Advocates argue that without injunctions a patent’s value declines, making it harder for
patent owners to protect their exclusive rights. This is especially the case for small
businesses and NPEs.*> Moreover, industry leaders argue that limiting injunctions can
weaken patent security, stifling innovation. Critics say post-eBay uncertainty makes patents
unreliable, deterring investment in new technologies and thus reducing economic growth.*¢

Traditionally, patents have been understood as granting exclusionary rights that grant their
owners control over the use and commercialisation of their inventions. By weakening the
availability of injunctions, the eBay ruling has undermined this foundational principle, making
patents resemble liability rules rather than exclusive property rights. As a result, large entities
may be more inclined to bypass licensing negotiations altogether, opting instead to use

42 padamczyk, M. and Matthews, D., 2023, October. Proportionality and patent injunctions. In Published in D.
Matthews and P. Torremans, European Patent Law. The Unified Patent Court and the European Patent
Convention, De Gruyter.

Kearl, J.R., 2023. After eBay: Valid Patents and the Economics of Post-Trial Judicial Options. Utah L. Rev., p.917.
Van Dongen, L., 2023. Proportionality and flexibilities in final injunctive relief. The Unified Patent Court: Problems,
Possible Improvements and Alternatives (Ledizioni, 2023).

Acri née Lybecker, K. M.L., Injunctive Relief in Patent Cases: the Impact of eBay (June 14, 2024). Under review
for publication in the Harvard Journal of Law & Technology. Available at: http://dx.doi.org/10.2139/ssrn.4866108.
43 Acri née Lybecker (n 39).

44 Acri née Lybecker (n 39).

45 Shetty, N. and Morris, A. (2024). Permanent injunction motions rare after eBay but their numbers are climbing.
IAM. 5. August 2024. Available at: https://www.iam-media.com/article/permanent-injunction-motions-rare-after-
ebay-their-numbers-are-climbing ; Morris, A., BREAKING: Legislation filed to restore US patent injunctions. /AM.
30 July 2024. Available at: https://www.iam-media.com/article/breaking-legislation-filed-restore-us-patent-
injunctions.

46 Seaman CB (2014) Permanent injunctions in patent litigation after eBay: an empirical study. lowa Law.
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patented technology without authorisation and litigate later if necessary. This reduces the
bargaining power of patent owners, especially smaller inventors and NPEs. It also disrupts
the broader incentive structures that underpin the patent system. If patentees cannot
effectively prevent unauthorised use, the rationale for investing in patent protection
diminishes, potentially leading to a decline in innovation and technological progress.

V. Conclusions

This paper examined whether the EU should adopt a U.S.-style, equity-based proportionality
test in patent enforcement, particularly in cases involving complex products.

The analysis demonstrates that such a shift would be both unnecessary and potentially
harmful to the EU’s innovation ecosystem. The current European approach incorporates
proportionality as a guiding principle under Article 3(2) of IPRED. It is applied contextually by
national courts. This system respects legal diversity among Member States while maintaining
strong protection for patent rights.

By contrast, the legacy of the eBay decision in the U.S. reveals clear drawbacks. The removal
of the presumption of injunctive relief has led to uncertainty. It has weakened patent
enforcement and placed smaller patent owners at a disadvantage. These entities typically
lack the resources to sustain long litigation. Empirical data suggest that the eBay framework
has eroded the value and enforceability of patents. This has reduced incentives to innovate,
especially for businesses that rely on licensing. U.S. legislative efforts to restore stronger
enforcement standards reflect the shortcomings of this equity-based approach.

The EU’s existing framework has delivered strong results. Patent-intensive industries remain
key drivers of economic growth, employment, and technological leadership in Europe. Courts
in Europe, as exemplified by Germany, France, and lItaly, already apply proportionality in
exceptional cases. The CJEU’s Huawei v. ZTE decision provides a structured standard
specific to SEPs. This approach balances the rights of patent owners with safeguards against
abusive enforcement.

Consequently, the EU would be ill-advised to abandon its well-established model in favour of
the more rigid equity-based test applied post-eBay in the U.S. Its own model offers legal
certainty, fairness, and effective protection for innovators. Rather than importing a
problematic foreign standard, the EU should refine its current framework. The existing system
supports the goals of IPRED: effective, proportionate, and dissuasive enforcement that
encourages innovation and investment.
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