
NOTE

COMMENTS ON THE DIPP DISCUSSION PAPER 
ON STANDARD-ESSENTIAL PATENTS AND THEIR 

AVAILABILITY ON FRAND TERMS
Yogesh Pai*

In 2016, the Department of Industrial Policy and Promotion, Ministry of 
Commerce, Government of India, floated a discussion paper on ‘Standard-
essential Patents and their Availability on FRAND Terms’. While litigation 
in this area has been ongoing for last few years in India, the sudden move by 
the DIPP in issuing a discussion paper surprised many. Although DIPP stated 
that the discussion paper was floated with an objective of ‘inviting views and 
suggestions from the public at large to develop a suitable policy framework 
to define the obligations of Essential Patent holders and their licensees’, it 
was not clear how an executive/administrative intervention could be done as 
a matter of both law and policy. It is so; especially in the light of the fact that, 
several judicial forums were already seized of the matters, which the DIPP 
paper termed as ‘issues for resolution’. This note is a response submitted 
to the DIPP. The comments highlight that caution must be exercised and 
more empirical based studies must be relied on before assuming that there 
are immediate policy changes that need to be made. It is submitted that the 
DIPP must exercise caution in making strong policy interventions in the very 
dynamic context of innovation and technical change. It is further submitted 
that policy makers ought to defer to the prevailing statutory framework, 
regulatory and judicial scrutiny before making irreversible policy changes. 
It is the opinion of the author that such a deference thesis will help the 
Government of India to make the right policy changes, wherever needed, 
and yet save it from making incorrect policy decisions.
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I. Introduction

At the outset, I welcome the initiative by the DIPP, Ministry of Commerce and Industry, 
Government of India for inviting public comments on the ‘Discussion Paper on Standard-
Essential Patents and their Availability on FRAND Terms’ (hereinafter: discussion paper).1 
This topic has profound implications in achieving the goals of promoting technological 
innovation and growth in sectors of vital importance, including the wider dissemination 
of technology products among Indian consumers, especially in network driven industries. 
Litigation involving Standard-Essential Patents (SEPs) from across the globe has highlighted 
the complexity of the underlying business models and how they may impact the goals of 
innovation, economic efficiency and consumer welfare. 

I take this opportunity to contribute towards a nuanced and informed discourse on this 
pertinent topic by offering my preliminary views and comments, both on the content and 
the methodology adopted in the discussion paper. My submission is based on an objective 
understanding of the current state of law and its evolving contours in the context of global 
litigation and practice in the area of SEPs. Although the comments sought in the discussion 
paper pertain to thirteen “issues for resolution” identified therein, I wish to emphasise that this 
note is limited to the overall content of the discussion paper, its methodology (or lack thereof), 
and the nature of questions and outcomes highlighted in the paper for the reasons mentioned 
below.

It appears from the discussion paper that it has made a priori assumptions of actual 
policy misalignment or incoherence by bringing out a list of ‘issues for resolution’. This is 
a very simplistic approach for identifying policy issues for resolution, especially in an area 
where there is significant amount of unsettled litigation and diverging scholarly literature. 
Such litigation is primarily due to breakdown in patent licensing negotiations among market 
participants and competitors, and hence, it would be pre-mature to classify all or some of 
those issues as essentially policy issues requiring legislative interventions.2 It is important to 
examine the causes that lead to such issues, and take note of comparative jurisdictions where 
governments have refrained from direct policy action (either legislative/executive action) in 
order ‘to develop a suitable policy framework to define the obligations of Essential Patent 
holders and their licensees’, which is amongst the stated objectives of the discussion paper.3 
It is not clear from the discussion paper as to what policy concerns are sought to be resolved.4 

1 Department of Industrial Policy and Promotion, Discussion Paper on Standard-essential Patents 
and their Availability on FRAND Terms, (Ministry of Commerce and Industry, 2016) <http://dipp.
nic.in/english/Discuss_paper/standardEssentialPaper_01March2016.pdf> (Standard-essential Pat-
ents and their Availability on FRAND Terms).

2 ibid 26-27. 
3 ibid 4. 
4 ibid. The discussion paper broadly states that ‘the department hopes to take a step forward towards 
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For example, is it the case that there has been harm to innovation, competition or consumer 
welfare in any particular industry or sector? Essentially, what specific policy concerns are the 
highlighted issues for resolution in the discussion paper wedded to?

In a discussion paper that seeks to ascertain and influence the policy landscape in the area 
of standard-essential patents, it would be important to adopt and clarify the methodologies 
used in arriving at the specific policy questions raised. The discussion paper is limited in its 
approach and is broadly based on speculative information collated from different sources, 
rather than evidence-based studies that delve in to the relative merits of identifying those 
specific issues from a policy-based perspective as such. Importantly, the discussion paper has 
not adduced empirical evidence in the Indian context that should ideally form the basis for 
determining the necessity for policy interventions and the need to influence certain specific 
policy outcomes. In fact, the discussion paper has requested empirical evidence by way of 
public comments. In the interest of fairness and openness, it would be important that such 
empirical studies must be sponsored by the Government of India, rather than relying on 
uncontested data. A simplistic approach toward developing a policy framework lacking in 
empirical evidence is highly conjectural, and may lead to policy interventions based on false 
positives. Faith-based intellectual property protection or antitrust interventions can do more 
harm than good.5

On many occasions, the discussion paper has failed to appreciate the actual import of 
the nature of legal requirements, which has led to mischaracterisation of legal propositions 
that flow from relevant statutes and case laws in India. This may have led to certain incorrect 
assumptions about the potential role of the government in resolving issues in this area by 
identifying them as ‘policy-based’ concerns. The questions raised in the discussion paper 
presume that a lot could be achieved through government intervention, notwithstanding that 
there is ongoing litigation in several forums in India and abroad, and that there is a robust 
judicial/regulatory mechanism to adjudicate these pertinent legal issues. Such an approach 
may unduly pre-empt or influence judicial decision making, which is the preferred forum 
for resolving issues involved in the current spate of high-stakes SEPs litigation. It is futile to 
presume that different aspects of the issues for resolution as highlighted in the discussion paper, 
which are currently being litigated indifferent forums, are in themselves policy concerns, and 
that our courts and regulatory agencies may not be in a position to resolve them in a time-
bound and efficient manner. 

achieving the national development and technological goals by protecting private Intellectual Prop-
erty Rights while securing interest of public at large.’ However, it fails to contextualise the goals and 
what concerns must inform the policy changes in the SEPs environment. 

5 Mark A Lemley, ‘Faith-Based Intellectual Property’, (2015) 62 UCLA Law Review 1328. See, 
Joshua D Wright, ‘Abandoning Antitrust’s Chicago Obsession: The Case for Evidence-Based Anti-
trust’ (2012) 78 Antitrust Law Journal, 241-271.
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As highlighted above, although much is left to be desired in terms of the approach 
adopted in the discussion paper and the outcomes that it seeks to influence, it is bound to open 
up the current issues surrounding SEPs litigation to a broader audience of policy specialists. 
The comments below highlight that caution must be exercised and more empirical based 
studies must be relied on before assuming that there are immediate policy changes that need 
to be made. In this regard, the author requests the DIPP to exercise caution in making strong 
policy interventions in the very dynamic context of innovation and technical change. It is 
respectfully submitted that policy makers ought to defer to the prevailing statutory framework, 
regulatory and judicial scrutiny before making irreversible policy changes. It is the opinion 
of the author that such a deference thesis will help the Government of India to make the right 
policy changes, wherever needed, and yet save it from making incorrect policy decisions.

II. Deference to Empirical Evidence Identifying Competitive Harm by 
Studying the Dynamic Nature of Competition in Network-Based 

Industries Driven by Standardisation

It must be noted that collaboratively set standards are voluntary. They derive market 
legitimacy precisely because such technical standards are set through detailed processes laid 
down by the SSOs (Standard-Setting Organisations), by examining their relative technical 
merits, and on the condition that the patent holder will comply with SSO IP policies.6 Evidence 
involving the nature and degree of competition between technical standards and how they 
can substitute or replace earlier standards can have a profound impact on competition in 
network industries driven by standardisation.7 Even assuming that a patent holder is engaged 
in allegedly anti-competitive conduct, jurisdictions across the world are capable of reigning 
in such practices through antitrust laws on a finding of competitive harm.8 However, evidence 
on how market players in the SSOs could cause harm to competition must form the rational 
basis for any policy intervention.

SSO IP policies place restraints on the ability of SEP holders to refuse licences by 
requiring disclosure of all essential patents and imposing FRAND obligations for all essential 
patents. Hence, SEP holders are bound by their SSO commitments to offer a licence at a fair, 
reasonable, and non-discriminatory rate. Consequently, a refusal to negotiate a licence may 
amount to violation of the SEP holder’s FRAND obligation, and as a result, essential patents 

6 R Bekkers and A Updegrove, ‘A study of IPR policies and practices of a representative group of 
Standards Setting Organizations worldwide’ (2012) US National Academies of Science, Board of 
Science, Technology, and Economic Policy.

7 K. Gupta, ‘Technology Standards and Competition in the Mobile Wireless Industry’ (2015) 22 
George Mason Law Review 865.

8 Rambus v FTC [2008] 522 F 3d 456. The D.C. Circuit stated that an otherwise lawful monopolist’s 
use of deception simply to obtain higher prices normally has no particular tendency to exclude rivals 
and thus to diminish competition.
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cannot be seen as resulting in a closely held oligopoly. Similarly, implementers must be free to 
challenge patent validity and to institute suits for specific performance of FRAND obligations. 
Bargaining power to negotiate licences for both parties must be equally secured. This aspect 
has not been examined in detail in the discussion paper. Moreover, the countervailing power 
which might dissuade patent holders from engaging in potential holdups is due to the very 
fact that a specific patent may only correspond to a particular standard, which often is the only 
market where the patent holders technology may have value.9

The discussion paper relies on a general understanding of patent holdup and royalty 
stacking from a theoretical perspective, in as much as involving the ‘ability of a holder of 
a SEP to demand more than the value of its patented technology and to attempt to capture 
the value of the standard itself is referred to as patent “hold-up’’’.10 It may be noted that 
while courts in comparative jurisdictions have calculated FRAND royalties lower than those 
demanded during negotiations, it is doubtful if demand for higher royalties has in itself led to 
systemic and widespread issues of royalty-stacking.11 Unless the actual rates at which licences 
get finally negotiated are known to cause competitive harm, the question of whether or not 
the demanded royalties were unreasonable by merely looking into the difference between 
FRAND royalties pegged by the court vis-à-vis negotiated royalties simpliciter, may not 
provide an accurate picture. 

Recent empirical evidence has shown that in comparison with non-SEP intensive 
industries, consumer prices in SEP-intensive industries decline much more rapidly.12 Such 

9 Ginsburg et al, ‘The Troubling Use of Antitrust to Regulate FRAND Licensing’ (2015) 10(1) CPI 
Antitrust Chronicle.

10 Microsoft v Motorola [2012] 696 F.3d 872 explaining the concept of patent hold-up: ‘In theory, once 
a standard has gained such widespread acceptance that compliance is effectively required to com-
pete in a particular market, anyone holding a standard-essential patent could extract unreasonably 
high royalties from suppliers of standard-compliant products and services. This problem is a form 
of “patent holdup.’’’

11 It may be noted that the Indian courts have not significantly brought down the royalty rates in 
awarding interim remedies in comparison to what was being demanded. See Ericsson v Intex [2014] 
IA No 6735/2014 in CS (OS) No 1045/ 2014. However, the difference in royalties demanded by SEP 
holders vis-à-vis court mandated royalties are itself controversial. See Anne Layne-Farrar &Koren 
W. Wong- Ervin, ‘An ‘Analysis of the Federal Circuit’s Decision in Ericsson v D-Link’, (2015) CPI 
Antitrust Chronicle <http://www.crai.com/sites/default/files/publications/An-Analysis-of-the-Fed-
eral-Circuits-Decision-in-Ericsson-v-D-Link.pdf> (noting that the way FRAND is calculated may 
itself be questionable,and explaining the Circuit court’s rejection of the approach taken by earlier 
district courts). 

12 Devlin Hartline & Matthew Barblan, ‘Debunking the Royalty Stacking Theory: Real-World Evi-
dence From the Mobile Wireless Industry’ (2016) Centre for Protection of IP, George Mason Univer-
sity (January 2016). Also see Alexander Galetovic & Kirti Gupta, ‘Royalty Stacking and Standard 
Essential Patents: Theory and Evidence from the World Mobile Wireless Industry’ (Hoover IP2, 
Working Paper No. 15012, 1 May 2015) <http://hooverip2.org/wp-content/uploads/ip2-wp15012-
paper.pdf>.
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empirical studies must be taken into consideration in the Indian context to identify the nature 
of concentration and pricing in SEPs driven products. In fact, it is highly recommended that 
the DIPP institutes empirically grounded market-based studies to examine and understand 
the nature of competition in network driven industries implicated by standards. It would also 
be useful to investigate if there is hold-up by virtue of any court in India having granted an 
injunction in favour of patent holders.13 Such empirically grounded research must form the 
basis for policy based interventions, whereas the discussion paper lacks citations or mention 
of such existing evidence. An evidence based empirical approach will be a useful starting 
point to bring out policy changes, if and when necessary.

III. Deference to SSO IP Obligations Rather than Direct Policy 
Interventions or Legislative Action

Since SSOs are bound to be member driven organisations, their IPR policies are generally 
reflective of their members’ concerns over the nature and content of SSOs IPR policy 
obligations.14 The common denominator in all SSO IP policies has been the requirement for 
patent holders to disclose all patents (pending applications/granted) essential to a particular 
standard, and a commitment to offer a license for such declared patents on Royalty Free (RF) 
or on Fair, Reasonable and Non-Discriminatory (FRAND) terms.15 TSDSI led consultation 
has incorporated similar policies with respect to IPR obligations resonating other leading 
SSOs from across the globe.16

The nature of relationship between patent holders and SSOs has been the subject of some 
debate among scholars. Some scholars have argued that the nature of the relationship between 
patent holders and SSOs must be viewed through the theoretical prism of ‘market reliance’ 
standard, and that patents subject to such transactions must be treated as pledges and not as an 
offer to negotiate licences.17 It is important to note that there is no statutory requirement (either 
in patent law or as an obligation under competition law) to treat SEPs differently from other 
patents. This is especially true in light of the nature of exclusionary rights and contractual 
freedoms flowing from patents and contract law, which place no such encumbrance on the 
patent holders requiring them to treat their SSO level commitments as patent pledges essential 
to the standard. It is not clear what legal justification the Government can rely on to intervene 

13 To the knowledge of the author, there is no instance of ongoing injunction against any implementer 
in India. See ‘An Update of Standard Essential Patent Litigation in India’ (Software Freedom Law 
Centre, June 2015) <http://sflc.in/an-overview-of-standard-essential-patent-litigations-in-india/>.

14 Beckers and Updegrove (n 6).
15 ibid.
16 See Telecom Standards Development Society India, Intellectual Property Rights Policy (2009) 

<http://www.tsdsi.org/media/Help/2014-12-17/TSDSI-PLD-40-V1.0.0-20141217.pdf>; Also see 
IPR policies of ETSI, ARIB, and 3GPP etc. 

17 Jorge L. Contreras, ‘A Market Reliance Theory for FRAND Commitments and Other Patent Pledg-
es’ (2015) Utah Law Review 479.
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in defining the nature of contractual relationship amongst members, and between members and 
SSOs, except otherwise by subjecting them to scrutiny under competition law when there is a 
specific harm to competition. Moreover, the fact that SEPs holders’ IP obligation flows from 
contractual relationship has already been recognised by courts in comparative jurisdictions.18

Interestingly, encumbering a patent holder’s exercise of his rights by implementing policy 
changes beyond the rights and obligations of patent holders and their SSO commitments have 
not been addressed in adversarial proceedings (perhaps owing to its policy nature and that 
it lacks legal basis deriving from existing provisions in the law). Rather, the relationships 
between SSOs and patent holders has been upheld by courts on the basis of the principles of 
contract law, even holding implementers as third party beneficiaries and enforcing their claim 
for specific performance of the commitments made by patent holders at SSOs.19 Furthermore, 
in the Indian context, there is also a lack of clarity on whether the FRAND obligations are akin 
to a mere offer to licence, in as much as Indian jurisprudence on privity of contract does not 
recognise the rights of third party beneficiaries to a contract.20

It would be desirable for SSOs to increase the transparency and accountability in the 
standard setting process, in ensuring that the commitments offered by patent holders flow 
to their assignees subject to legal requirements of laws in force. However, SSOs have 
generally refrained from imposing ex-ante restrictions on the freedom of the parties by 
limiting injunctive relief or by requiring compliance to obligations beyond FRAND that 
inevitably impose constraints on the ability of SEP holders to negotiate a licence based on 
market conditions.21 As discussed earlier, evidence of widespread injunctions that block 

18 Innovatio 2013 WL 5593609; Microsoft Corp v Motorola 854 F Supp 2d; Apple, Inc. v Motorola 
Mobility 886 F Supp 2d.

19 In the Opinion of Judge Robart in the case of Microsoft v Motorola [2012] 696 F.3d 872, 878 is 
the concept of a contract between the SEP owners and the Standard Setting Organisations with the 
standard implementers having sufficient interest in the contract as third party beneficiaries.

20 In India, the decision of the Supreme Court in MC Chacko v State Bank of Travancore AIR 1970 SC 
504, categorically bars third parties to enforce the contracts to which they are not a party. Consider-
ing the views regarding the legal nature of FRAND, it would be certainly difficult for the standard 
implementers in India who would invariably be affected by an infringement action bought by the 
patentee but may not possess the countervailing power to demand specific performance of FRAND. 
UK, for instance, has enacted the Contracts (Rights of Third Parties) Act 1999 which gives rights 
and imposes liabilities on the third party beneficiaries. Hence, it becomes incumbent for the relevant 
stakeholders to determine the legal nature of FRAND in context of Indian Contract Act 1872. 

21  Recent departure from this position of non-intervention by SSOs is the change in IEEE IPR policy. 
These changes have been quite controversial in as much as they seek to impose price constraints 
on the ability of patent holders to negotiate license on FRAND terms flowing from the SSPPU 
approach. While the DOJ issued a Business Review Letter that has deferred to IEEE changes, it 
has specifically noted that [T]he Department’s task in the business review process is to advise the 
requesting party of the Department’s present antitrust enforcement intentions regarding the pro-
posed conduct. It is not the Department’s role to assess whether IEEE’s policy choices are right for 
IEEE as a standards-setting organization (SSO). SSOs develop and adjust patent policies to best 
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implementation of standards and/or royalty-stacking leading to competitive harm is yet to 
be tested in the Indian context through data. Moreover, limiting the availability of injunctive 
relief as a matter of ex-ante policy will eschew those cases where the dispute has arisen as a 
result of an ‘unwilling licensee’.

The four-factor equitable test applied while granting injunctive relief accounts for 
fact specific situations and has statutory basis, which must not be readily interfered with. 
Importantly, changes that skew the bargaining power of parties while negotiating licences, 
especially where constraints are placed on patent holders that fail to account for market 
realities, runs the risk of replacing market-based valuation of patents on FRAND with an 
inaccurate valuation that may not correspond to value created by products implementing 
SEPs. This, in turn, could lead to competitive harm. 

In fact, as argued by some commentators, SSOs that influence market-based conditions for 
pricing of SEPs may be subject to rigorous scrutiny under competition law.22 Similarly, other 
commentators have viewed collective attempts by implementers to fix prices with suspicion.23 
However, since SSOs are member driven organisations, governments must refrain from direct 
legislative interventions to regulate IPR policies of SSOs. 

It is also worth noting that there is very limited role for the Government of India to make 
policy changes in order to influence standardisation activities that are undertaken by different 
SSOs across the globe. Even Indian SSOs and their policies would have little impact when 
most SSOs set standards meant for global consumption. Especially in a digital environment, 
home-grown standards or national SSOs have little role to play unless the technology is widely 
implemented across the globe.24 As suggested in the draft National IPR Policy, India firms 
must concentrate on contributing technology to global standards.25 This is not to suggest that 

meet their particular needs. It is unlikely that there is a one-size-fits-all approach for all SSOs, and, 
indeed, variation among SSOs’ patent policies could be beneficial to the overall standards-setting 
process. Other SSOs, therefore, may decide to implement patent policies that differ from the Update 
[i.e. from that of IEEE]. Scholars and practitioners have been critical of this approach of the DOJ 
and IEEE and have noted that the ‘countervailing concern that the bylaw amendments facilitate 
collusion among implementers to suppress the royalties they pay for SEPs.’ See J Gregory Sidak, 
‘The Antitrust Division’s Devaluation of Standard-Essential Patents’ (May 2015) <https://www.
criterioneconomics.com/docs/antitrust-divisions-devaluation-of-standard-essential-patents.pdf>.

22 ibid.
23 Rishi Raj, ‘Local Handset Makers to Close Ranks in Patent Battle’, (Financial Express, March 

2016) <http://www.financialexpress.com/article/economy/local-handset-makers-to-close-ranks-in-
patent-battle/220244/>.

24 ‘The Chinese experience in nurturing home grown TD-SCDMA standards has proved a damp 
squib since it was backed by governments’ Caixin Global (15 May 2014) <http://english.caixin.
com/2014-12-15/100762382.html>.

25 IPR Think Tank, ‘National IPR Policy’ (2014) <http://dipp.nic.in/English/Schemes/Intellectual_
Property_Rights/IPR_Policy_24December2014.pdf>.
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SSOs are completely excluded from the regulatory framework. SSOs are severely constrained 
in their functioning by virtue of application of competition laws and other specific rules or 
guidelines that are promulgated by governments in requiring transparency and accountability.26

IV. Deference to Judicial Decision-Making and Regulatory Scrutiny in 
The Context of SEPs unless Evidence of Competitive Harm is Shown 

The Government of India must approach policy-making in this area based on safe 
harbours developed by courts and regulators in India and in other comparative jurisdictions. 
Also, courts are better suited to balance equities in matters concerning FRAND, including the 
availability of injunctive relief based on the four-factor equitable test, since litigation in this 
area hinges on the relative position and conduct of the parties involved in the dispute. It is 
important to note that Indian courts have generally tailored interim remedies viewed through 
the prism of compensatory liability by granting ‘interim royalties’. Although this remedy 
has not generally been part of the jurisprudence on interim relief,27 it is likely that interim 
remedies in favour of the patent holder will include payment of interim royalties. There are 
no interim/permanent injunctions currently in force that have led to a situation of patent hold-
ups as such. Whether or not interim royalties reflect FRAND is a different question, which is 
discussed below.

Indian courts have implicitly interpreted FRAND by making the availability of injunctive 
relief dependent upon a finding of an ‘unwilling licensee’, and alternatively awarding payment 
of monetary damages by way of interim royalties. The reason why the courts in India have 
allowed implementers to continue with alleged infringement is also because of the realisation 
that injunctive relief may convey a market power to the patentee that may not ordinarily flow 
from the exclusivity conferred by patent law when patents are involved in multi-component 
products.28

Going by the general trend in comparative jurisdictions in assessing the appropriate 
royalty base by relying on ‘entire market value rule’ (EMVR), courts in India have also 
provided a basis for valuation of SEPs which give effect to the combined value generated by 
the synergistic effects of contributions of patent holders. However, since the law on damages 
is nascent, there is no significant precedent to calculation of reasonable royalties except in 
case of compulsory licences.29 Commentators have argued that the ‘smallest salable patent-

26 All WTO members must comply with principles flowing from the TBT Agreement. See, WTO TBT 
Annex 3: Code of Good Practice for the Preparation, Adoption and Application of Standards.

27 Prashant Reddy, ‘Interim Damages’ in FRAND litigation: When did that become a thing? ( SpicyIP, 
April 3, 2015) <http://spicyip.com/2015/04/guest-post-interim-damages-in-frand-patent-litigation-
when-did-that-become-a-thing.html>.

28 Yogesh Pai, ‘Rational Basis for FRANDly courts denying Injunctive Relief for SEP Infringement’ 
(2014) 19 Journal of Intellectual Property Rights, 146-156.

29 In the context of compulsory licences, The Controller General of Patents in India has awarded a 
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practising unit/ smallest salable compliant implementation’ (SSPPU/SSPPC) provides the 
appropriate royalty base for calculating FRAND royalties since monetary damages awarded 
must reflect the value attributable to the infringing features of the product, and not beyond 
that.30 While both these methods have their respective merits and demerits and have juridical 
basis in comparative jurisdictions,31 it must be noted that calculation of damages in India will 
depend on the judicial development of the law on damages. 

Damages law has strong economic underpinnings32 in that the price of the end product 
must reflect the actual value derived from synergistic use of technology, especially where there 
is high degree of product differentiation owing to technical functionality in such products that 
can be traced back to contribution of the patented technology. In fact, antitrust authorities in 
certain jurisdictions have used EMVR to determine remedies in favour of implementers.33 
Although the Indian law on damages is yet evolving,34 it would be ideal for governments 
to defer to the development of damages law in this area by the judiciary rather than through 
policy interventions.

Reasonableness of the royalty rate is at the core of FRAND obligations. However, no 
court has held that such reasonableness cannot be achieved through negotiated royalties. A 
large number of patent licensing agreements (PLAs) are negotiated, and are not subject-matter 
of disputes. Courts in comparative jurisdictions have at times held that there must be price 

royalty of 6% on the net sale value of the licensee’s product. See Compulsory License Application 
No. 1 of 2011.

30  See Jorge L Contreras and Richard Gilbert, ‘A Unified Framework for RAND and Other Rea-
sonable Royalties’ (2015) 30 Berkeley Technology Law Journal 1451 (arguing that technical and 
economic characteristics of allegedly infringed patents and their incremental value to the overall 
product offering must form the appropriate royalty base).

31 See Cornell v Hewlett-Packard 609 F Supp 2d 279 (ND NY, 2006) for origins of SSPPU. However, 
some authors have argued that the development of the law of damages is full of confusing and con-
tradictory opinions. See, J Gregory Sidak, ‘The Proper Royalty Base for Patent Damages’ (2014) 10 
Journal of Competition Law & Economics. 989–1037, 989.

32 Nicolas Petit, ‘The Smallest Saleable Patent-Practicing Unit (‘SSPPU’) Experiment, General 
Purpose Technologies and the Coase Theorem’ (SSRN, February 18, 2016) <http://ssrn.com/ab-
stract=2734245 or http://dx.doi.org/10.2139/ssrn.2734245 > (arguing that SSPPU when viewed 
through lenses of the Coase theorem interferes with the efficient operation of the price system, and 
is likely to reduce investment in socially beneficial activities) Also see Edward F Sherry and David 
Teese, ‘On the ‘Smallest Saleable Patent Practicing Unit’ Doctrine: An Economic and Public Policy 
Analysis’ (SSRN, January 20, 2016) <http://ssrn.com/abstract=2764614> (noting that very few re-
al-world licenses use the SSPPU as the royalty base and that such an approach does not correspond 
to real-world comparable licences). 

33 James F Rill & James Kress, ‘The Application of China’s Anti-Monopoly Law to Essential Pat-
ent Licensing: The NDRC/QUALCOMM Action’ (2015) 2 CPI Antitrust Chronicle (noting that  
‘[w]hile the NDRC remedy can be fairly described, as Forbes does, as having achieved a “35% price 
reduction,” the NDRC accepted the selling price of the end device as the appropriate royalty base’)

34 J Sai Deepak, ‘Evolving a Culture of Damages’ (The Demanding Mistress, 22 April 2016) <http://
thedemandingmistress.blogspot.in/2016/04/evolving-culture-of-damages.html>.
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constraints on the SEP holders’ ability to charge royalties on the assumption that if every 
player contributing to a standard demands royalties that are unreasonable, the end product 
may become unviable.35 Some courts have also suggested that SEP holders must be able to 
charge royalties in the range that leads to widespread adoption of the standard.36 However, 
except in theory, currently we do not have empirical studies that show a causal nexus between 
royalty rates and whether or not it impedes wider adoption of standards, and hence the need 
for policy intervention. While the comparative approach is a good starting point to understand 
the reasonableness of royalty rates, it is important that such comparisons are made keeping in 
mind the unique market positions of parties and other characteristics that specifically relate to 
the risk undertaken by enterprises to widely diffuse the standard.37

Non-Disclosure Agreements (NDAs) play an important role in patent licensing 
agreements.38 NDAs preserve the freedom of the parties to enter into contracts. However, in 
the context of SEPs, some commentators have suggested that NDAs harm competition in that 
it leads to discriminatory pricing.39 They also argue that it violates the “non-discriminatory” 
prong in FRAND obligations.40 However, no court in India or abroad has held that the non-
discriminatory requirement extends to providing similar set of licensing terms irrespective 
of the nature of products and commercial strategies of the SEP implementers. It is important 
to note that the freedom of the parties to enter in to patent licensing agreements must be 
safeguarded to ensure that royalty rates are negotiated depending on market factors and by 
taking into consideration competition brought in by new standards that could replace or 
improve on existing ones, which should ideally lead to a drop in prices for SEPs on older 
generation standards. Hence, it is important that competition law is applied in deference to the 
freedom of the parties to contract, such that the dynamics of the market are unimpeded unless 
and until there is evidence of harm to competition. This is not to deny that some contractual 
practices involving NDAs may fall foul of competition law.

35 Re Innovatio, MDL Docket No 2303 Case No 11 C 9308.
36 Microsoft v Motorola 696 F.3d 872 (9th Cir 2012).
37 Layne-Farrar, Anne and Wong-Ervin, Koren W, ‘Methodologies for Calculating FRAND Royalty 

Rates and Damages: An Analysis of Existing Case Law’ (Law360, 1 October 2014) <http://ssrn.
com/abstract=2668623>.

38 Ericsson v Intex (n 11), noting that ‘defendant took more than 4 years in executing a Non-Disclosure 
Agreement which is a sine qua non in every licensing deal, particularly in patent licensing negotia-
tions which entails exchange of various confidential business and technical information between the 
parties’.

39 R Gilbert, ‘Deal or No Deal? Licensing Negotiations in Standard-Setting Organizations’ (2011) 77 
Antitrust Law Journal 855 (arguing that the non-discrimination clause would require of SEP holders 
to offer a royalty range through publicly disclosed royalties rates) Also see, J Contreras, ‘Fixing 
FRAND: A Pseudo-Pool Approach to Standards-Based Patent Licensing’ (2013) 79 Antitrust Law 
Journal 47 (arguing that such practices provide uncertainty to market participants). 

40 ibid.
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The freedom of any party to challenge the validity of patents must not be interfered with 
as a matter of public policy.41 Specifically, in the context of SEPs, since the licence is essential 
for implementing the standards, such clauses may fully block the possibility of any challenge 
to validity. Indian patent law permits any third party,42 including licensees, to challenge the 
validity of a patent.43 It may also amount to an agreement in restraint of legal proceedings.44 
These provisions can adequately address situations where implementers find that certain 
patents may be essential to the standards, but are of questionable validity. The question of 
‘essentiality’ of a particular patent will depend on whether or not the patent reads on the 
standard. As such, these are fact specific issues. Although various SSO IPR policies defer to 
the declaration of essential patents made by patent holders, it is important to note that over-
declaration may have an adverse effect on the firm’s reputation. At best, it must be left to SSOs 
to evolve policies that deter patent holders from such conduct. Competition law scrutiny on 
such issues can provide an effective remedy against the patent holders. However, the question 
of whether or not such covenants always have anticompetitive effects is a challenging one.45 
Therefore, it is submitted that policy-makers have little role to play in determining the question 
of essentiality of a particular standard. There is no need for any formal declassification of non-
infringing patents/ patents not in force as such patents may not possesses any market power 
in as much as it does not constitute patent infringement in the first place. Furthermore, unless 
the patent can be revoked on grounds mentioned in the Patents Act 1970, any additional rules 
for declassification may be simply counter-productive.

The relationship between patents and competition law in the context of SEPs poses 
additional challenges,46 especially in a nascent jurisdiction like India where the jurisprudence 
is still evolving.47 In this context, it is important for policy-makers to defer to ex-post scrutiny 

41 Rates Tech Inc v Speakeasy, Inc No 11-4462 (2d Cir 2012). The US Federal Circuit Court held that 
‘we believe that in the patent context enforcing no-challenge clauses in pre-litigation settlements 
would too easily enable patent owners to “muzzle[]” licensees – the “only individuals with enough 
economic incentive to challenge” the patent’s validity’. 

42 This also includes the government where a revocation petition can be filed at the IPAB. For a brief 
explanation on the forums and timelines available for challenging validity of patents, see, Neeti 
Wilson, The Supreme Court Clarifies Indian Patent Invalidity Proceedings (2014) 19 Journal of 
Intellectual Property Rights, 358-360.

43 The Patents Act 1970, s 140.
44 The Indian Contract Act 1872, s 28.
45 Nicholas Roper, ‘Limiting Unfettered Challenges to Patent Validity: Upholding No-Challenge 

Clauses in Pre-Litigation Patent settlements Between Pre-Existing Parties to a License’ (2014) 35 
Cardozo Law Review 1649.

46 George S Cary, ‘The Case for Antitrust Law to Police the Patent Holdup Problem in Standard 
Setting’ (2011) 77 Antitrust Law Journal 913-945. Also see, Joshua Wright, ‘SSOS, FRAND and 
Antitrust: Lessons from the Economics of Incomplete Contracts’ (2013-2014) 21 George Mason 
Law Review 791.

47 Raju K D, ‘The Inevitable Connection between Intellectual Property and Competition Law: Emerg-
ing Jurisprudence and Lessons for India’ (2013) 18 Journal of Intellectual Property Rights. 
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of practices involving SEPs under competition law, rather than creating avenues for direct 
policy interventions through ex-ante regulatory mechanisms.48 However, some commentators 
are of the view that since the battle-lines of litigation are drawn between companies who are 
disproportionately placed in the SEPs context to fight litigation, they have noted that this may 
have impact of prices and consumer availability and thus may harm competition, innovation 
and access to knowledge.49

 As jurisprudence evolves in this area in comparable jurisdictions, it becomes apparent 
that scrutiny under competition law is quite rigorous and the bar is quite high. This has been 
done by adopting antitrust safe-harbours.50 One remarkable step in this direction by the Indian 
courts has been to defer to the jurisdiction of the Competition Commission of India in cases 
involving abuse of FRAND obligations.51 It is important to note that this decision does not 
convey any position on the question of whether or not certain licensing practices involving 
FRAND fall foul of the Competition Act 2002. Although some of the issues before the CCI 
are distinct from those adjudicated in comparative jurisdictions,52 it is expected that the CCI 
will also provide clarity by evolving safe harbours and a broad framework defining the type of 
conduct by market players that would amount to competitive harm and attract liability under 
the Competition Act 2002.

V. Assessing India’s Obligations Involving International IP, 
International Trade and International Investment Law while Making 

Policy Interventions 

It is pertinent to note in the context of regulation of SEPs that specific policy choices that 
may be initiated by the Government may have to withstand the scrutiny of India’s obligations 
under the Agreement of Trade-Related Aspects on Intellectual Property Rights (TRIPS)53 
and Bilateral Investment Protection Agreements (BIPA).54 As noted by scholars, the Code of 

48 The Indian Patents Act 1970, s 84 provides a variety of avenues to market participants to approach 
the authorities for grant of compulsory licences, specifically in a context where conditional refusal 
to licence (including on ground of unreasonable royalties) may have implications for downstream 
technical development. It is interesting that such provisions have not been exploited by imple-
menters in their favour and have instead chose CCI as the forum to litigate on the implications of 
FRAND obligations. 

49 Nehaa Chaudhari, ‘Standard Essential Patents on Low-Cost Mobile Phones in India, a Case to 
Strengthen Competition Regulation?’ (2015) 11(2) Socio-Legal Review 41.

50 Huawei Technologies Co v ZTE Corp Case C-170/13 (16 July 2015).
51 Ericsson v Competition Commission of India WP (C) 464/2014 & CM Nos 911/2014 & 915/2014.
52 For e.g. the question of anticompetitive implications of injunctive relief in the context of FRAND 

obligations is not part of the current investigations by the CCI. 
53 WTO Agreement on Trade-Related Aspect of Intellectual Property Rights (adopted 15 April 1994) 

1869 UNTS 299.
54 Ministry of Finance, ‘List of Indian Bilateral Investment Promotion and Protection Agreements’ 

(Finmin, December 2013) <http://finmin.nic.in/bipa/bipa_index.asp>.
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Conduct for SSOs under the TBT Agreement of the WTO has little to do with the effect of 
offering bright-line guidelines on SSO IP obligations.55 Notwithstanding attempts by China 
to raise the issue of IP Rights in Standardisation, there have been no targeted deliberations on 
this issue.56

The TRIPS Agreement, however, does allow WTO members to adopt measures to 
preserve public health and in sectors of vital importance.57 However, such measures must be 
shown as both necessary and consistent with the TRIPS Agreement.58 Moreover, the TRIPS 
Agreement does recognise that appropriate remedies may be warranted to prevent the abuse 
of IP rights, irrespective of whether or not such patents are construed as SEPs.59 However, 
as discussed below, the policy choices exercised by any arm of the Government (legislative, 
judiciary or executive) must steer clear of potential violation of several provisions of the 
TRIPS Agreement.

The policy choices available to WTO members are bound by non-discrimination provisions 
involving IP holders (nationals) and IP protected goods (both under GATT Article III and 
Article 27.1 of TRIPS). Under Article 27.1 discrimination based on the field of technology is 
prohibited in the context of availability and enjoyment of patent rights. Hence provisions to 
declassify or revoke patents, purely on grounds of such patents being characterised as SEPs, 
could attract scrutiny by other WTO members. Although, Article 32 does not limit grounds for 
revocation, the author has argued elsewhere that the scope of grounds available for revocation 
must be understood from a theoretical prism, especially in the context of provisions on 
forfeiture under the Paris Convention.60 Importantly, revocation based on grounds of pure 
convenience, or formal conditions that do not relate to substantive grounds based on which 

55 Christopher Gibson, ‘Globalization and the Technology Standards Game: Balancing Concerns of 
Protectionism and Intellectual Property in International Standards’ (2007) 22 Berkeley Technology 
Law Journal 1403-1484.

56 Although China made representations at the TBT Council in 2006, it has not led to any targeted 
discussion on the issue of rules governing SSOs. See China’s notification to the Committee on 
Technical Barriers to Trade (25 May 2005) G/TBT/W/251<https://docs.wto.org/> and Baisheng 
An, ‘Intellectual Property Rights in Information and Communications Technology Standardization: 
High-Profile Disputes and Potential for Collaboration between the United States and China’ (2009-
2010) 45 Texas International Law Journal 175.

57 WTO Agreement on Trade-Related Aspect of Intellectual Property Rights (adopted 15 April 1994) 
1869 UNTS 299, art 8; See Henning Grosse-Ruse Khan, ‘Assessing the need for a general public 
interest exception in the TRIPS Agreement’ in Annette Kur, Marianne Levin (eds), Intellectual 
property rights in a fair world trade system - proposals for reform of TRIPs (Edward Elgar Publish-
ing 2011) 167 - 207

58 ibid.
59 WTO Agreement on Trade-Related Aspect of Intellectual Property Rights (adopted 15 April 1994) 

1869 UNTS 299, art 8 r/w art 40.
60 Yogesh Pai, ‘The Growing Irrelevance of a TRIPS Challenge to India’s Patent Law in Won-mog 

Choi’ (eds), International Economic Law: The Asia-Pacific Perspectives (Cambridge Scholars Pub-
lishing 2015).
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an invention is granted, may also warrant scrutiny, especially where they fall foul of other 
provisions of the TRIPS Agreement.61 This is also owing to the fact that grounds for revocation 
would be limited by anti-discrimination provisions in Article 27.1 of the TRIPS Agreement. 

The rights granted to patent holders under Article 28.1 can only be subject to limitations 
and exceptions laid out in Articles 30, 31 and 40. Hence it is important that policy choices and 
interventions in the context of patents are tuned to the legal requirements of these provisions. 
Moreover, the freedom of parties to contract is safeguarded under Article 28.2, which in some 
ways prohibits Government interference in patent owners’ licensing freedom based on mere 
convenience.62 This is not to suggest that Article 28.2 can be used as a shield against practices 
that fall foul of competition law, specifically those that are recognised under Article 40. 
However, government interventions in the form of regulations that cap royalties will have to 
withstand scrutiny under Article 28.2. It is important to note that even in the context of WTO 
members exercising power of antitrust scrutiny, Article 40 would require that such powers are 
exercised on a case-by-case basis and where competitive harm is clearly shown.63

Any carte blanche limitation on the power of judicial authorities to grant injunctions may 
also fall foul of Article 44. Although Article 44 does not mandate the grant of injunction in each 
and every case, the power of judicial authorities to order a party to desist from an infringement 
cannot be easily interfered with.64 This resonates with the freedom available to courts to tailor 
remedies by balancing equities. In the context of SEPs, this has important ramifications for both 
patent holders and implementers in as much as Article 44 can be seen as specifically barring 
WTO members from placing structural restraints on the power of the judicial authorities to 
grant exclusionary relief. Article 50 also states that judicial authorities shall have the authority 
to order prompt and effective provisional measures (interim injunctions).65

Article 45 stipulates that “the judicial authorities shall have the authority to order the 

61 ibid.
62 According to a commentator, such grounds of convenience may relate to nature of technology trans-

ferred, pricing and other conditions. See, NunoPires De Carvalho, The TRIPS Regime of Patent 
Rights, Wolters Kluwer (4th Edn, Wolters Kluwer 2014) 361-363.

63 However, there is a view that TRIPS does not require a particular standard of review (per sev. 
Rule of reason) for potentially abusive licensing practices. SeeRobert Anderson, ‘Competition Pol-
icy and the TRIPS Agreement’ WIPO Symposium on Intellectual Property and Competition Policy 
(2010)<http://www.wipo.int/export/sites/www/meetings/en/2010/wipo_ipcp_ge_10/presentations/
anderson.pdf>.

64 Andrew C Mace, ‘TRIPS, eBay, and Denials of Injunctive Relief: Is Article 31 Compliance Every-
thing?’ (2009) 10 Columbia Science & Technology Law Review 232.

65 Some commentators are of the opinion that the meaning attributed to ‘judicial authorities shall have 
the authority’ could only require that WTO members make such powers available to their judicial 
authorities may raise potential non-violation concerns when there is a systematic refusal by the ju-
diciary to apply such powers, which may still be difficult to prove. See Daniel Gervais, The TRIPS 
Agreement: Drafting History and Analysis (4th edn, Sweet & Maxwell 2012) 573.



130 NLUD Student Law Journal Vol 4

infringer to pay the right holder damages adequate to compensate for the injury the right 
holder has suffered because of an infringement of that person’s intellectual property right 
by an infringer who knowingly, or with reasonable grounds to know, engaged in infringing 
activity.” In the light of this provision, while it’s possible the judicial authorities may grant 
or deny monetary damages, it is difficult to understand how WTO member governments 
could make policy choices that limit the power of the judicial authorities to grant damages 
or structure damages law through policy interventions. Such policy changes may have to 
withstand a TRIPS challenge, to establish that they do not fall foul of the requirement that 
such damages must be “adequate to compensate for the injury the right holder has suffered 
because of an infringement”, will have to withstand a TRIPS challenge. 

Furthermore, TRIPS Agreement does not bar any WTO member from resorting to 
practices that may not directly contravene the provisions of the Agreement, which are typically 
classified as non-violation measures.66 Although, there is a lack of clarity as to what measures 
could specifically be categorised as non-violation, it is clear that WTO members have the 
freedom to enhance consumer access to technology products through Government initiatives 
that do not particularly violate any provision of the TRIPS agreement.67 Similarly, TRIPS-plus 
norms on IP enforcement can place significant restrictions on policy choices.

India has a fair bit of experience in dealing with investment law issues.68 Intellectual 
property is specifically recognised in most BIPAs.69 Such International Investment Agreements 
(IIAs) provide a unique opportunity and forum for private investors to challenge domestic 
regulatory measures, which although couched in the language of regulation, may amount to 
creeping expropriation.70 Jurisdiction in relation to IP matters could specifically arise when 
IP are defined as investments. Based on commitments made in the BITs, private investors 
may claim violation of fair and equitable treatment (including where legitimate expectation is 
harmed), which would make the host State liable for expropriation. Although BITs protection 
may not specifically relate to compliance with specific standards of IP protection (for e.g. as 
laid out in the TRIPS Agreement), it may be shown that non-compliance with TRIPS standards 

66 Moratorium on non-violation in TRIPS disputes, ‘Draft decision agreed on “non-violation” cases in 
intellectual property’ WTO (25 November 2015) <https://www.wto.org/english/news_e/news15_e/
trip_ss_23nov15_e.htm>.

67 Non-Violation and Situation Complaints- Summary Note by the Secretariat (19 October 2012) IP-
/C/W/349/Rev.2 <https://docs.wto.org/>.

68 Prabhash Ranjan, ‘India and Bilateral Investment Treaties: From Rejection to Embracement to 
Hesitance?’ (SSRN, 30 December 2015) <http://ssrn.com/abstract=2728840 orhttp://dx.doi.org/ 
10.2139/ssrn.2728840>.

69 Law Commission of India, Analysis of the 2015 Draft Model Indian Bilateral Investment Treaty 
(Law Com Report No 260, 2015).

70 Henning Grosse Ruse-Khan, ‘Challenging Compliance with International Intellectual Property 
Norms in Investor–state Dispute Settlement’ (2016) 19 Journal ofInternationalEconomic Law, 87-
90.
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could be read as violation of FET. Hence, in the context of regulating SEPs, it is advisable that 
policy-makers take note of the legal space available for policy manoeuvring, so that challenges 
under international investment treaties can be avoided. What is more controversial is whether 
or not policy-based interventions, including undervaluation of investors’ properties, would 
also fall foul of investment agreements specifically when requirements of ‘expropriation’ are 
met. However, scholars have argued that standards under IIAs should not be construed in such 
a way so as to allow invoking alleged breaches of international IP norms in investor-state 
dispute settlement.71

It is important to note that the Indian model BIT exposes Indian IP law and regulatory 
measures to challenges by private investors for compliance with the standards laid down in the 
TRIPS Agreement.72 It is important to note that IP clauses in BITs can pose substantial restraints 
on policy choices in the context of SEPs.73 It is submitted that the Indian Government must 
exercise its policy choices by evaluating the risks of scrutiny under international investment 
agreements in the context of regulating SEPs. 

VI. Conclusion

India is an evolving market, which also makes it a favoured destination for investments. 
The patent system is among the foremost ways by which incentives for innovation are 
preserved. However, it is important that the balance in the patent regime continues to foster its 
most important objective of innovation and disclosure of knowledge. It is equally important 
that the ways in which patent holders exercise their exclusivity, especially in the SEP context, 
is closely watched by regulators and agencies. At the same time, competition agencies and 
regulators must understand what is routine to the function of dynamic markets and must 
distinguish it from harm to competition.

Moreover, it is also important to keep the system predictable and transparent. Measures 
that improve predictability and transparency must be undertaken by the Government. However, 
it must not ordinarily intervene with the patent system, thereby disrupting the balance created 
by it, unless there is evidence of harm to competition. In such cases, competition agencies 
have been empowered to deal with such issues. The Government must institute independent 

71 ibid.
72 Prabhash Ranjan, ‘India Seeks Protection With New Model Bilateral Investment Treaty’ (WIRE, 

Feb 2016) <http://thewire.in/2016/02/26/india-seeks-protection-with-new-model-bilateral-invest-
ment-treaty-22423/>.

73 Gavin Periera, ‘India’s Obligations under Bilateral Investment Treaties (Part A): “Bilateral Inhibit-
ing Treaty?” — Investigating the Challenges that Bilateral Investment Treaties pose to the Compul-
sory Licensing of Pervasive Technology Patent Pools’ (CIS India, 31 August 2013) <http://cis-india.
org/a2k/blogs/bilateral-inhibiting-treaty-investigating-challenges-that-bilateral-investment-trea-
ties-pose-to-compulsory-licensing-of-pervasive-technology-patent-pools> (noting that it may raise 
questions on availability of pool based compulsory licences for low-cost mobile technologies).
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studies in understanding the nature of competition in industries driven by standardisation. As 
noted earlier, it is respectfully submitted that the Government may take note of the deference 
thesis articulated in this note while determining the rightful characterisation of SEPs and 
whether or not direct policy interventions are warranted. As articulated in this note, if and 
when the Government agencies find empirical evidence of harm to competition in industries 
driven by standardisation, it would provide policy-makers with reasonable basis to correct 
distortions in the market by making specific policy choices and influencing outcomes. 


