To Enjoin or Not To Enjoin
What’s Come of the Test Since eBay?

Bryan ].Vogel and Shane St. Hill

t has been six years since the Supreme Court’s opinion in

eBay Inc. v. MercExchange, LLC" altered the analysis for

awarding injunctions in patent litigation. Before eBay, patent
holders who succeeded in proving liability enjoyed presump-
tive entitlement to injunctive relief, and that presumption
had translated into many district courts categorically issuing
injunctions. In fact, before reversal by the Supreme Court, the
Federal Circuit articulated this “general rule” in its own eBay
opinion. There, the Federal Circuit explained that “permanent
injunction[s] will issue once infringement and validity have
been adjudged,” and a permanent injunction should be denied
only in “exceptional circumstances.”

However, the Supreme Court’s decision in eBay changed
the rules for patent-related injunctive relief. The eBay Court
held that, going forward, patent holders have to satisfy the
same four-factor test used to assess nonpatent requests for an
injunction—namely, the patent holder must show that: (1) it
has suffered an irreparable injury; (2) legal remedies (e.g.,
monetary damages) are inadequate to compensate for that
injury; (3) after balancing the hardships, an equitable rem-
edy is warranted; and (4) a permanent injunction would not
disserve the public interest.® This change has led to some
unpredictability for both patent holders and accused infring-
ers in assessing the likelihood of success in prevailing or
defeating a request for injunctive relief. Yet despite the incon-
sistency in outcomes, notable post-eBay trends have begun
to emerge. Viewed collectively, these trends provide pat-
ent holders and accused infringers with actionable guidance
on how courts will decide whether a patent holder has satis-
fied its burden of showing irreparable harm when seeking an
injunction for patent infringement.

Facts Relevant after eBay

Since eBay, much of the district courts’ focus has been on

the first factor of the four-part test—i.e., whether the pat-

ent holder will suffer irreparable harm. Specifically, relevant
facts that district courts have typically considered in assessing
irreparable harm include:

* Market data showing impact of the infringement,

* Causal nexus between market data and the patented
feature,

* Amount of competition in the market,

* Practice of the invention by the patent holder,

* Business importance of the invention to the patent
holder, and

» Willingness to license the patented technology.

The impact of each of these relevant facts is discussed below.

Market Data

District courts have found irreparable harm where the effects
of the accused infringer’s infringement are readily apparent
from market data. Courts have relied on a variety of market
data to establish irreparable harm, such as whether the pat-
ent holder lost sales; whether the patent holder suffered losses
to market share, profits, price erosion, royalty rates, qualified
employees, goodwill, or reputation; whether the patent hold-
er’s harm is unquantifiable; and whether the patent holder
suffered lost opportunities, including research, development,
and sales of other services to lost customers.*

Patent holders should be aware, however, that lost sales
alone may be insufficient to prove irreparable harm, because
in some cases lost sales have been presumed compensable
through money damages. Rather, patent holders who can sup-
ply the district court with evidence of a range of market data
of the kind mentioned above are more likely to prove irrepa-
rable harm.

Causal Nexus

Consistent with district courts’ consideration of market data,
the Federal Circuit recently provided some additional guid-
ance specific to assessing irreparable harm. In Apple Inc. v.
Samsung Electronics Co. (Apple III), the Federal Circuit dis-
cussed the potential need for the patent holder to establish

a “causal nexus” between market data and the patented fea-
ture.> In Apple I11, the Federal Circuit reversed a California
district court’s award of an injunction against Samsung that
prohibited Samsung from selling its Galaxy Nexus product.
The Federal Circuit noted that “[t]o show irreparable harm,
it is necessary to show that the [alleged] infringement caused
harm in the first place. Sales lost to an infringing product can-
not irreparably harm a patentee if consumers buy that product
for reasons other than the patented feature.” In other words,
proving a causal nexus between the alleged infringement and
irreparable harm entails showing “to what extent the harm
resulting from selling the accused product can be ascribed

to the infringement.””” According to the court, patent hold-
ers must show that “the infringing feature drives consumer
demand for the accused product.”® Because Apple’s evidence
of a causal nexus was “limited,” the Federal Circuit over-
turned the preliminary injunction.

In another case against Samsung, a California district court
denied Apple’s motion for a permanent injunction for similar
reasons, noting that irreparable harm requires a “showing that
consumers buy the infringing product ‘because it is equipped
with the apparatus claimed in the . . . patent,” and not merely
because it includes a feature of the type covered by the pat-
ent.” The court concluded that Apple had proven injury, but
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that Apple had failed to prove the causal nexus between the
particular adjudged infringing acts and the irreparable harm.
The court explained:

Many factors go into making a product easy to use, but the
features for which Apple is asserting patent protection are
very specific. A consumer may want a phone that is easy to
use, but this does not establish that a tap-to-zoom feature,
for example, or any given type of gesture, is a driver of con-
sumer demand. Thus, Apple’s evidence of a survey showing
the importance of ease of use as a general matter . . . does
not establish that infringement of any of Apple’s patents
caused any harm that Apple has experienced. To establish the
required nexus, Apple must make a showing specific to each
patented feature. This, Apple has not done.'

Two-Player Market and Direct Competition
A patent holder attempting to establish irreparable harm also
can strengthen its case for an injunction by providing evi-
dence of the existence of a two-player market in which the
patent holder is a direct market competitor of the accused
infringer. Evidence of this kind usually serves as significant
proof of irreparable harm because “it creates an inference that
an infringing sale [by the accused infringer] amounts to a lost
sale for the patentee.”'! Moreover, that kind of evidence usu-
ally alleviates concerns that money damages will be sufficient
to compensate the patent holder because the infringement
causes a direct, measurable loss of market share as well as
lost sales.

Some district courts following this line of reasoning
have required a patent holder to establish that it is in direct
competition with the accused infringer before granting an
injunction. For example, in Cordance Corp. v. Amazon.com,
Inc., the patent holder attempted to demonstrate irreparable
harm by arguing, among other things, that it and the accused
infringer were the only two competitors in the relevant
market.!> However, the Delaware district court was “not con-
vinced that Cordance [would] suffer irreparable harm,” partly
because it was not “persuaded . . . that Cordance and Ama-
zon [were indeed] direct competitors in a market.”'> Amazon
argued that the relevant market was “complex and growing”
with “many players,” and not one player dominated the mar-
ket." The court concluded that Cordance offered no evidence
to rebut Amazon’s assertions of there being other players in
the market or to explain why the other players were not the
cause of Cordance’s failure to gain market share. As a result,
the court went on to conclude that Cordance failed to satisfy
the irreparable harm factor. The court reasoned that Cordance
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“failed to establish . . . a direct link . . . between Amazon’s
infringing use of one-click technology . . . and either Cor-
dance’s inability to establish itself in the digital identity
market, a loss of goodwill . . . , or a change in the digital
identity market’s landscape.”'*

In contrast, a California district court granted an injunc-
tion where a patent holder demonstrated the existence of a
two-player market. In Apple Inc. v. Samsung Electronics Co.
(4Apple 1), the Northern District of California stated: “‘[T]he
existence of a two-player market may well serve as a substan-
tial ground for granting an injunction’ because ‘it creates an
inference that an infringing sale amounts to a lost sale for the
patentee.””'® Apple put forth evidence that it lost 20 percent
of its market share at the same time that Samsung’s market
share increased approximately 17 percent. That evidence,
combined with data regarding the market’s continued growth
and the fact that there were few players in the market, led the
court to conclude that it was more likely that market share
lost by Apple would be lost to Samsung.

But not all district courts appear to require a patent holder
to establish direct competition to satisfy the irreparable
harm factor. Indeed, in Metso Minerals, Inc. v. Powerscreen
International Distribution Ltd., for example, the accused
infringers argued that the patent holder could not establish
irreparable harm because there were several other com-
petitors in the relevant market.'” A New York district court
disagreed with the accused infringers and concluded that
there is no authority from the Federal Circuit “stating that
irreparable harm will exist only when a patent holder com-
petes in a two-competitor market.”'® The court noted that
“Federal Circuit authority in the preliminary injunction
context suggests that [a two-competitor market] is not a
requirement to show irreparable harm—particularly when . . .
there is some indication that other market competitors may
also be infringers.”"

Similarly, in ActiveVideo Networks, Inc. v. Verizon Com-
munications, Inc., the accused infringer argued that it was
not in direct competition with the patent holder in the rel-
evant market.?’ Patent holder ActiveVideo permitted a third
party, Cablevision, to use its CloudTV platform to provide
interactive television services. ActiveVideo agreed that it was
not a direct competitor to Verizon, but rather argued that its
licensee Cablevision was a direct competitor of Verizon. This
made ActiveVideo an indirect competitor of Verizon, hing-
ing on ActiveVideo’s agreement with Cablevision. Thus,
according to ActiveVideo, Verizon’s infringement still irrepa-
rably harmed ActiveVideo because it caused direct harm to
Cablevision’s market share and subscriber base. ActiveVi-
deo was hampered from introducing its patented technology
to a portion of the market controlled by Verizon. The Vir-
ginia district court explained that “direct competition is not
a prerequisite to a court’s decision to grant a motion for per-
manent injunction,” and although direct competition can be a
factor in the analysis, “it is not dispositive.”?' The court rea-
soned that ActiveVideo could still prove irreparable harm in
the absence of direct competition through adverse business
effects resulting from Verizon’s infringement.
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Practicing the Invention

The required demonstration of irreparable harm may be satis-
fied where the patent holder “practices its invention [covered
by the patent(s) at issue].”?* Courts tend to be critical of issu-
ing an injunction when it is clearly being “employed as a
bargaining tool to charge . . . fees to companies that seek

to buy licenses to practice the patent.”* Specifically, where
“firms [are using] patents not as a basis for producing and
selling goods but, instead, primarily for obtaining licensing
fees,” some district courts have concluded that an injunction
should not be granted.?

This said, “it is possible for a nonpracticing entity to sat-
isfy the four-factor test [for an injunction to issue].”> “A
patentee who does not practice the claimed invention can still
obtain an injunction, provided the . . . four-factor test is satis-
fied.”?® A nonpracticing entity that might possibly practice the
invention in the future is the most likely to succeed in obtain-
ing an injunction.” Similarly, district courts have concluded
that “some patent holders, such as university researchers or
self-made inventors, might reasonably prefer to license their
patents, rather than undertake efforts to secure the financing
necessary to bring their works to market themselves.”?

Business Importance of the Invention

District courts have concluded that a patent holder has sat-
isfied the irreparable harm factor where a patent holder’s
patented technology is at the core of its business or where

the market for the patented technology is still developing.
For example, in Conceptus, Inc. v. Hologic, Inc., the pat-

ent holder sought a permanent injunction against the accused
infringer and put forth evidence that the patent holder and the
accused infringer competed in a two-supplier market.”” The
patent holder also demonstrated that the patent holder’s prod-
uct was the core of its business because it was the company’s
sole product. The California district court concluded that this
evidence weighed in favor of the patent holder on the irrepa-
rable harm factor. The court stated that if an injunction would
favor patent holders whose patents are “a small component of
the product the [accused infringer] seek[s] to produce,” legal
damages may be sufficient to compensate for the infringe-
ment.* “Harm to the core of a patentee’s business[, however, ]
supports a finding of irreparable harm.”! Harm to the core of
a patent holder’s business presents a decreased risk that the
“threat of an injunction is employed simply for undue lever-
age in negotiations.”*?

Willingness to License Patented Technology

Patent holders and accused infringers should also be aware of
facts that tend to weigh against a finding of irreparable harm.
A patent holder’s “willingness to forego its patent rights for
compensation [will] support[] the court’s conclusion” that

the patent holder will not suffer irreparable harm absent an
injunction.?® For example, the patent holder in Advanced Car-
diovascular Systems, Inc. v. Medtronic Vascular, Inc., had
granted two licenses to the patents at issue, but argued that
the licenses were “in exchange for cross-licenses and to settle
litigations.”** The Delaware district court ultimately con-
cluded that licensing of the patents at issue undermined any

purported irreparable harm because the patent holder “was
willing, ultimately, to forego its exclusive rights for some
manner of compensation.”* The court concluded that
“[mJoney damages are rarely inadequate in these circum-
stances” and that an injunction is more appropriate in
scenarios where the “patentee has demonstrated an unwilling-
ness to part with the exclusive right.”

And Then There’sVenue. ..

While not one of the factors explicitly discussed by courts
considering requests for injunctive relief, the venue of a
matter can also play an important part in the success of a
post-eBay injunction motion. District courts in certain juris-
dictions tend to be friendlier to patent holders, and others
show a preference toward accused infringers. When becom-
ing familiar with success rates and other factors relevant to
patent litigation in any venue, patent holders should now also
pay close attention to how the particular district court han-
dles successful patent holders’ requests for injunctive relief.
These same considerations apply to copyright and trademark
infringement cases, as many district and circuit courts have
extended eBay to such cases.

Managing Expectations

District courts have clearly struggled with deciding when

to issue injunctions in the six years that have passed since
the eBay cases. Understanding the facts of a case and the
implications they will have on the four-factor test of eBay—
particularly, the irreparable harm factor—will better set
expectations for probable relief at the outset of litigation,
rather than presenting unwelcome surprises when making or
challenging a request for an injunction, especially when the
case in chief is founded on infringement of a patent. m
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