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“Patent holders may seek to take advantage of that market power [created 
when patented technology is incorporated in a standard where high switching 
may exist] by engaging in patent hold-up, excluding a competitor from a market 
or obtaining an unjustifiably higher price for its invention than would have been 
possible before the standard was set.” 

DOJ AAG Joseph F. Wayland, September 2012

“We can see in our practice that in certain industries there is a trend toward the 
strategic use of patents as a means to block competitors. This worrying trend 
defeats the very purpose of the patent system, which is to reward invention and 
stimulate innovation. Let me take the on-going patent wars in the mobile-phone 
industry as an example ...”

European Competition Commissioner Joaquin Almunia, March 2012

Overview of US & EU Approach to SEP ‘Hold Up’
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Market power is created when technology, essential to implementing 
a standard, is incorporated in the standard
− Is market power acquired per se by incorporation in the standard or are there 

other factors to consider?
− Who selects the technology? 
− Is the adoption, let alone commercial success, of the standard guaranteed?
− What of dynamic standards

High switching costs may exist, due to lock in
− What of the sunk costs of risky R&D?
− Is the reliance on technology a reason to compel its licensing under antitrust 

rules on specific terms?
− Is the incentive of licensor to see successful dissemination a factor?

Some Questions on US & EU Theories of SEP ‘Hold Up’
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Engaging in ‘patent hold-up’ by excluding a competitor or obtaining 
excessive pricing
− Is the legitimate reliance on patent law and its enforcement antitrust abuse?
− What of the impact of the role of courts in the event of a licensing dispute?
− What do the real-world facts on market developments tell us?
− What is an ‘excessive’ price?

Higher prices than would have been possible before the standard 
was set 
− Should specific input costs be considered without assessing the entire 

ecosystem?
− What is the relevance of the price prior to standardisation?

Some Questions on US & EU Theories of SEP ‘Hold Up’
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Some US-EU Comparisons

Issues US & DoJ US & FTC EU & DG COMP

Excessive 

Royalties

Section 2 Sherman Act does not 

prohibit ‘exploitative abuse’.

Verizon v. Trinko (SCOTUS 

2004) recognizes that “charging 

of monopoly prices . . . is . . . 

what attracts ‘business acumen’ 

in the first place; it induces risk 

taking that produces innovation 

and economic growth.”

Section 5 FTC Act 

is a controversial 

provision relating to 

SEP licensing, 

even after the 2015 

FTC Section 5 

Statement of 

Enforcement 

Principles.

Art 102 TFEU permits regulation 

of excessive pricing. But see 

recognition that courts/ 

arbitrators best placed to 

address FRAND issues.

Injunctive 

Relief

eBay v. MercExchange

(SCOTUS 2006) provides 

guidance in limiting the 

incidence of injunctions.

FTC uses merger 

review to impose

remedies, using 

Section 5, to limit

the seeking 

injunctive relief.

Europe has national patent 

litigation system. Guidance on 

SEP injunctions in Huawei v 

ZTE (CJEU 2015).
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Some Comparisons

Procedures US & DoJ US & FTC EU & DG COMP

Merger 

Decision

None Google/Motorola

(2012) & Bosch/SPX

(2012) commitment 

not to seek injunctions 

against willing 

licensee.

Google/Motorola (2012); No 

remedy given pending 102 

investigation, but novel 

statements about impact of 

litigation on competitive process 

and role of the court.

Commitment 

Decisions

None None Rambus; addresses ambush 

situation (2009); IPCom (2009) 

informal commitment on SEP 

transfer; Samsung (2014)

injunctions ‘safe habour’.

Business 

Review 

Letters/ 

Guidelines

BRL 3G3P (2002); VITA 

(2006), IEEE (2007) & 

IEEE (2015) 

2011 IP Report Guidelines on Horizontal

Cooperation Agreements (2010).
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Some Comparisons 

Procedures US & DoJ US & FTC EU & DG COMP

Prohibition 

Decisions

None Rambus

(2009;

overturned by 

US Court)

Motorola (2014): seeking and enforcing an 

injunction on the basis of a FRAND-encumbered 

SEP, where implementer agreed to take a licence 

and be bound by a determination of the FRAND 

royalties, was an abuse.

However, CJEU in Huawei v ZTE (2015) evolves 

this (see below).
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In Huawei v ZTE the CJEU generally:

− Establishes a balance; obligations on both parties before an injunction may 
be requested or an antitrust defence may be raised

− Imposes obligations of good faith, diligence and transparency on both parties 
in order to facilitate a speedy agreement

− Makes hold-up an impossibility and addresses concerns of reverse hold up

− Establishes a balance between the protection of IPR and access to justice 
and antitrust obligations, where relevant

European Court’s Decision in Huawei v ZTE
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Samsung & Motorola cases compared to Huawei v. ZTE

Samsung & Motorola Huawei v. ZTE

Theory of 

Harm

SEP holders should not abuse their 

market power by "holding up" willing 

licensees with injunctions leading to 

excessive royalties (i.e. exploitation). The 

existence of the injunction remedy creates 

the hold-up opportunity.

The theory of harm is exclusion. Exploitation not 

even considered. 

In addition, threatening an injunction cannot be 

considered abusive; SEP holders have a right to 

seek injunctive relief.

“Willing 

Licensee” 

Test 

The SEP holder must show that the 

implementer is unwilling. Definition of 

willingness not defined but to demonstrate 

that an implementer is a willing licensee it 

is sufficient that they agree that a third 

party adjudicator sets FRAND terms.

The CJEU provides an expanded notion of 

‘willingness’ requiring concrete and affirmative 

acts demonstrating good faith if they are to avail 

themselves of the antitrust defence. 

A mere statement of willingness to be enter into a 

license or be bound by a third party adjudication is 

not part of the what the CJEU considers good 

faith.
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Samsung & Motorola cases compared to Huawei v. ZTE
Samsung & Motorola Huawei v. ZTE

Burden of 

Proof

The SEP holder can only legally seek 

an injunction where it could show that 

the licensee was unwilling. 

The infringer has to show it acted diligently and in good 

faith, fulfilling the Huawei v ZTE requirements, in order 

to avail itself of the antitrust defence (viz.  

implementation of Huawei v ZTE by German courts).

Balance of 

Rights

Seeks a ‘balance’ between access to 

courts and IPR protection and the 

freedom to do business. 

Restates the importance of IP rights protection and 

access to justice. It is the courts that strike the balance 

between competition law and fundamental rights.

Role of 

Antitrust

A competition authority could review 

the national court’s decision de novo 

as to whether an injunction was 

appropriately granted (enforced or 

maintained) given the obligation on 

SEP holders (see Google/Motorola). 

An antitrust defence could be raised by s defendant to 

defeat an inappropriate request for an injunction. The

national courts has full jurisdiction to settle the matter. 
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Final Thoughts 
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Actual instances of objectively established competitive harm from assertion of SEPs at best rare:

− Market trends continue to point to highlight dynamic ecosystem

− Few SEP injunctions/exclusion orders in US since eBay; in EU, Huawei v ZTE addresses 
German situation

− Few instances of hard enforcement actions

− Alternative avenues exist for resolving SEP disputes as courts can, and do, interpose 
themselves 

Antitrust is unsuited to address claims of “excessive” royalties absent objectively established 
exclusionary conduct

Increased prices or increased barriers to entry for a single market participant i.e., a standards 
implementer – should not establish antitrust harm

‘Soft’ law instruments create “greater uncertainty for patent holders about their contractual 
obligations, intellectual property protections, and Constitutional rights, as well as conflict between 
the Commission and other institutions with authority in these matters.” FTC Commissioner 
Ohlhausen, Dissenting in Google/Motorola January 3, 2013

The debate has lasted nearly 2 decades; it is moving from 3G/4G to IoT/5G; but are situations 
similar?

Role of Antitrust in Considering RISKS of SEP ‘Hold Up’
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• When is there dominance?

• What is FRAND?

• What is the appropriate royalty base?

• Who should be licensed?

• How should portfolio licensing be approached?

• What about Non-Practising Entities?

• What about injunctions at different levels?

….But

‘Other issues’ post-Huawei v. ZTE
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3.2 SEPs versus Implementation Patents

Implementation patents refer to patents that 
are not  incorporated into a standard but 
facilitate the implementation of the standard. 
…. As implementation patents are not 
incorporated into standards they are not 
subject to FRAND obligations, so normal 
infringement damages and injunctive relief are 
available. Therefore, due to the lower royalties 
available because of FRAND conditions, 
implementation Patents will often be more 
valuable to your business. 
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Reliance on preconceived notions of theoretical competitive harm 
and suggested theoretical solutions creates risks to innovation:

− This focus has led to the growing adoption of laws and enforcement 
guidelines that impose “increasingly onerous limits on SEP owners’ ability to 
assert their rights.” (FTC Commissioner Ohlhausen, 2015)

− Advocating on competition grounds in favor of specific rules-based IPR 
policies - e.g., the IEEE Patent Policy - ignores inefficiencies resulting from 
such rules e.g., decreased contribution of technology for inclusion in 
standards; delay in adoption of standards or development of proprietary 
technology  

Antitrust Advocacy in SEP Disputes Must be Cautiously Pursued
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Understanding that the role of Antitrust in SEP matters is 
continuously evolving:

− Danger of antitrust intervention in commercial disputes. (US DoJ AAG Baer, 
2015)

− FRAND disputes best dealt with by courts. (EC Antitrust Memo, 2014)

− Imbalance in favour of either the patent holders or licensees can negatively 
affect competition and innovation. (DG Italianer, 2015)

− Danger of government intervention on either side. How strong IP protections 
should be is a choice for the legislator. (FTC Commissioner McSweeney, 
2016)

− The protection of IPR is central to fair competition and companies are 
unwilling to acquire SEP licences,  requiring competition intervention (EP 
Resolution on EU Competition Policy Annual Report, 2016) 

Antitrust Advocacy in SEP Disputes Must be Cautiously Pursued
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Global standards means that the debate is not exclusively EU-US

Antitrust interest in these issues are occurring in China, Japan, Korea, Taiwan, 
India…

The extraterritorial overreach of remedies into US or European markets is real

IPR Guidelines in third countries take note of the debate and developments in 
the US and EU

But industrial policy context and interests differ:

− US has major OEM manufacturing and apps developing interests

− Europe has major SEP R&D base

− China moving from ‘made in China’ to ‘invented in China’

− Korea has important OEM manufacturing base 

− Japan has mixed industry base

− Taiwan has chip manufacturing and network equipment

− India has growing OEM base

The issue is broader than EU-US; it is of Global Interest
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1. Competition law should not regulate the traditional scope of patent rights, the balance struck in the 
social contract or the role of the courts

2. Competition law should not seek to (re)define ‘legitimate’ use and the purpose of the patent 
system

3. The well-established limitations of antitrust intervention in patent law and its enforcement system 
should be applied consistently, for the sake legal certainty

4. Limiting principles and safeguards to antitrust action are needed, lest antitrust enforcement:
– adversely impacts the incentives to invest in risky R&D and the dynamic efficiency created by patent 

systems

– perversely incentivises patent infringement or increases incidence of disputes and litigation

5. Competition policy should not let theory overcome observable facts

6. Policy evolution should not take place through soft law, nor can rights be abrogated on the ipse 
dixit of the regulator, without the opportunity of rigorous judicial review

Six Proposals for Competition Agencies 


