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I.�INTRODUCTION 
In May 2017, the Supreme Court entered one of the most influential 

patent decisions in its storied history, Impression Prod., Inc. v. Lexmark 
Int’l, Inc.1  The decision effectively overruled the precedent of the Court 
of Appeals for the Federal Circuit, and set in stone that the United States 
would now practice under international patent exhaustion instead of the 
national patent exhaustion doctrine previously practiced. 2   This 
decision, of course, affects business and individual patent owners, but 
it also will have a profound impact on consumers, as well as many 
potential unintended consequences.3  This article seeks to explain the 
policy behind the Court’s decision by first detailing the development of 
patent exhaustion in the United States.  Subsequently, this article will 
analyze patent attorneys’ reactions to the Lexmark decision, while also 
analyzing the best course of action for patent owners and national and 
international governing bodies to employ in order to empower both 
patentees and consumers alike. 

II.�BACKGROUND 

A.� An Overview of Patent Exhaustion 
 
In order to understand patent exhaustion, it is necessary to 

understand the policy behind granting patent rights.  Governments grant 
limited monopolies for intellectual property rights in order to facilitate 
innovation with economic incentives for patent owners.4  In return, for 
disclosing the details of their inventions to the public, patentees receive 
twenty years of patent protection on their claimed inventions.5  Under 
the exhaustion doctrine, a patent owner’s intellectual property rights are 
exhausted after he or she exercises those rights with respect to an 
                                                                                                                                   

1 Impression Prod., Inc. v. Lexmark Int’l, Inc., 137 S. Ct. 1523 (2017). 
2 Jiang Bian, The Supreme Court Says Conditional & Foreign Sales Cannot 

Avoid IP Exhaustion – What Should IP Owners Do?: An Analysis of the Supreme 
Court’s IP-Exhaustion Jurisprudence, 45 AIPLA Q.J. 671, 673 (2017). 

3 Id. 
4 L. Donald Prutzman & Eric Stenshoel, The Exhaustion Doctrine in the United 

States, N.Y BAR ASSOC. INT’L LAW AND PRACTICE SECTION 2 (2013), 
http://www.nysba.org/Sections/International/Seasonal_Meetings/Vietnam/Program_
3/Eric_Stenshoel_and_L__Donald_Prutzman_materials.html; see also DAVID 
ENCAOUA ET AL., PATENT SYSTEMS FOR ENCOURAGING INNOVATION: LESSONS FROM 
ECONOMIC ANALYSIS 2 (2005), https://halshs.archives-ouvertes.fr/halshs-
00177614/document. 

5 See Shubha Ghosh, The Implementation of Exhaustion Policies: Lessons from 
National Experiences, INT’L CTR. FOR TRADE AND SUSTAINABLE DEV. (Nov. 2013), 
https://www.ictsd.org/downloads/2014/01/the-implementation-of-exhaustion-
policies.pdf. 
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individual product.6  In the United States, the “first sale” doctrine is the 
most common measure of exhaustion.7  This doctrine states that once a 
patent owner has sold a product, the owner no longer has the right to 
restrict or prohibit sales of that product because the sale “exhausted” the 
patent owner’s rights.8 

A common example of the first sale doctrine is that after an 
automobile manufacturer sells a car containing several patentable 
components, the manufacturer can no longer restrict the purchaser’s 
ability to resell the car, and the purchaser infringes no intellectual 
property rights of the manufacturer by reselling, using, or disposing of 
the car after purchase.9  Exhaustion also applies to a purchaser’s ability 
to repair a patented product, such as a machine or car, but it does not 
allow a purchaser to reconstruct a patented product. 10   The patent 
exhaustion doctrine developed from the common law principle against 
restraints on alienation.11  The policy behind the exhaustion doctrine is 
that once the patent owner has sold a product, the owner has received 
an economic return from the sale, and now the purchaser has the ability 
to use or dispose of the product without further restriction.12   The 
exhaustion doctrine is a defense to a patent infringement claim for 
alleged infringers, not a cause of action for patent owners.13 

1.� The Role of Licenses Within Patent Law 
 
In addition, licenses play an important role within the exhaustion 

doctrine. 14   Licenses enhance a patentee’s power over his or her 
patented product.15   For example, licensing agreements can contain 
geographic restrictions on the scope of the license that limit the location 
where a licensee can sell the patented product.16  When a patent owner 
licenses his or her product, the owner transfers a bundle of rights to the 
licensee that is less than the patent owner’s entire ownership interest in 
                                                                                                                                   

6 Id. at 3. 
7 Id. 
8 Id.  
9 Id. 
10 Id. 
11 Gene Quinn, Patent Exhaustion at the Supreme Court: Industry Reaction to 

Impression Products v. Lexmark, IPWATCHDOG (May 30, 2017), 
http://www.ipwatchdog.com/2017/05/30/patent-exhaustion-supreme-court-industry-
reaction-impression-products-v-lexmark/id=83822/. 

12 Ghosh, supra note 5, at v. 
13 Gouthami Vanam, Impact of Lexmark Case on Patent Exhaustion, 16 J. 

MARSHALL REV. INTELL. PROP. L. 487, 489 (2017). 
14 See Prutzman & Stenshoel, supra note 4, at 2. 
15 See id. at 2. 
16 Id. 

continued . . . 



�

 

�!�� �#$��%� ����&'�
"��'�(�������'�� ��'��'�

)���'����

the product.17  A license is an agreement between the patent owner and 
licensee that the owner will not bring an infringement claim, as long as 
the licensee operates within the boundaries of the license. 18   A 
licensee’s violation of an agreement does not exhaust the patent owner’s 
rights over a licensed product; however, if a licensee makes an 
authorized sale of the licensed product, the patent owner’s rights in the 
product are exhausted.19 

2.� The Exhaustion Doctrine’s Effect on Consumers 
 
Further, the exhaustion doctrine plays a key role within global 

intellectual property law because it links both developed and developing 
nations and their consumers.20  In contrast to the majority of patent 
cases, those involving the exhaustion doctrine have an effect on the 
daily lives of consumers.21   The issue before courts presiding over 
patent exhaustion cases is, “[whether] a patent holder have the power to 
dictate how you use a product after you buy it?”22  Unbeknownst to 
consumers, many everyday products contain multiple patents, such as 
medications, toothbrushes, and cars, but because of exhaustion, 
consumers are free to use, sell, or dispose of these products as they 
wish. 23   Consumers are empowered because patent owners can no 
longer restrict consumers’ use of patented products after patent owners 
have received the economic benefit of a product’s sale.24 

3.� The Exhaustion Doctrine’s Three Categories of Application 
 
Currently, the exhaustion doctrine has three distinct categories 

depending on the national or regional economic bloc where the sale of 
a patented product occurs. 25   First, under national exhaustion, any 
authorized sale within the country where patent rights are granted 
exhausts the patentee’s rights in the product. 26   Second, regional 
exhaustion exhausts a patentee’s rights after an authorized sale of the 
                                                                                                                                   

17 Vanam, supra note 13, at 489. 
18 Id. 
19 Prutzman & Stenshoel, supra note 4, at 4.  
20 See Ghosh, supra note 5, at 29−30. 
21 Aaron Perzanowski & Jason Schultz, A Patent Case that Affects Everyone, 

BLOOMBERG (Mar. 21, 2017, 6:00 AM), 
https://www.bloomberg.com/view/articles/2017-03-21/a-patent-case-that-affects-
everyone� 

22 Id. 
23 Id. 
24 Id. 
25 Prutzman & Stenshoel, supra note 4, at 3. 
26 Id. 
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patented product occurs in the economic region where the patent rights 
were granted.27   Lastly, under international exhaustion, a patentee’s 
intellectual property rights to control further disposition of his or her 
patented product are exhausted upon an authorized sale anywhere in the 
world.28  Historically, in order to achieve uniformity in their patent 
laws, individual countries choose one of the three exhaustion doctrine 
categories, and regional economic blocs, such as the European Union, 
also choose their own category to develop uniformity of the bloc’s 
patent law amongst the different countries.29 

B.� The Struggle For Uniform Patent Exhaustion Application 
 
The lack of uniform international application of the exhaustion 

doctrine, from agreements such as the World Trade Origination’s Trade 
Related Aspects of Intellectual Property Rights (TRIPS), has enhanced 
the difficulty of regulating global intellectual property rights.30  TRIPS 
provides member nations discretion to institute their own exhaustion 
doctrine whether by statute, judicial opinion, or agency regulations.31  
Global jurisdictions, including the United States’ judiciary, are 
struggling with the doctrine’s application, especially as the world’s 
economy becomes more globally interconnected and technology 
continues to advance at an exponential astronomical pace.32  In order to 
combat this issue, nations are increasingly including limitations on the 
exhaustion doctrine in their trade negotiations with other countries.33 

C.� Policies Underlying Patent Exhaustion  
 
The development and institution of an exhaustion doctrine forces 

policy makers to seek a balance between protecting consumer well-
being and providing economic incentives for innovators.  The two 
considerations influencing the development of an exhaustion doctrine 
are “(1) the relationship between international trade and intellectual 

                                                                                                                                   
27 Id. 
28 Id. at 4. 
29 Id. at 3.  
30 Ghosh, supra note 5, at 3; see also Eric M. Solovy & Pavan S. 

Krishnamurthy, Trips Agreement Flexibilities and Their Limitations: A Response to 
the Un Secretary-General’s High-Level Panel Report on Access to Medicines, 50 
GEO. WASH. INT’L L. REV. 69, 115 (2017) (“WTO Members agreed to disagree on 
the principle of patent exhaustion, as well as exhaustion of other types of intellectual 
property rights.”). 

31 Ghosh, supra note 5, at 3. 
32 See id. at 4. 
33 Id. at V–VI. 
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property rights and (2) the role of trade and intellectual property rights 
in guiding economic development within a nation state.”34  A weak 
exhaustion doctrine will create strong intellectual property rights for 
patent owners to exclude purchasers’ use, sale, or distribution of a 
product after a sale occurs.35  This policy aligns with strong economic 
incentives for innovation, and is a consideration for policymakers 
seeking economic development in their nation.36  

In contrast, a strong exhaustion doctrine will empower consumers 
and limit the ability of patent owners to control the post-sale conduct of 
purchasers, and thus, can impact economic development by potentially 
enhancing consumers’ market access to patented products. 37   This 
policy also facilitates the alienability of patented products and free trade 
within the marketplace.38  Implementation of the exhaustion doctrine is 
a necessary incentive due to the protection it affords patentees; 
however, the incentive to create and economically exploit an invention 
must be weighed against the right to exclude post-sale conduct by 
purchasers and the certainty a strong exhaustion doctrine provides 
consumers.39  Narrow exhaustion policies can deter innovation, as a 
patent owner may not reap the expected fruits of his or her labor, while 
broad policies can impose unnecessary costs and obstacles on 
purchasers.40   

In addition, policy justifications call for a uniform exhaustion 
doctrine based on the exchange of products in a global market context, 
permitting business strategies like price discrimination and empowering 
innovation with economic incentives. 41   Exchanging products in a 
global market requires exhaustion to enhance purchaser certainty and 
the movement of products in the marketplace. 42   Next, price 
discrimination allows more purchasers to be involved in the 
marketplace because those willing and able to pay higher prices will do 
so, like U.S. consumers, and those not able to pay higher prices but 
willing to buy the product, such as consumers in developing nations, 
can also have access to the goods.43  Price discrimination is reflected, 
most notably, in patent exhaustion through a patent owner’s sale of his 
or her product in two different countries at two different prices; a strong 
                                                                                                                                   

34 Id. at 4. 
35 Id. 
36 See id. 
37 See id. 
38 See id. 
39 See id. 
40 Id. 
41 Id. at 5. 
42 Id. at 9. 
43 Id. at 10. 
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exhaustion doctrine may undermine this principle. 44   Price 
discrimination enables patent owners to optimize profits and thus 
increases economic incentives for patent owners.  Although some 
purchasers pay more, they are rewarded through product differentiation 
because they receive products with greater quality, while purchasers 
willing to pay less are rewarded with market access.45  Lastly, creation 
and innovation stem from the ability of patent owners to receive 
economic incentives from the utilization of patent protection so that 
owners can obtain a return on their investment from developing their 
product.46    

In summary, the foundation of the exhaustion doctrine is that patent 
owners need economic incentives but not at the expense of the market 
and consumers.47  Patent owners get one bite at the apple with a sale 
that exhausts their property rights, and therefore they must optimize 
their return before their rights dissolve.48  The Supreme Court sought to 
balance the exhaustion doctrine’s underlying policies in Lexmark when 
it examined how patent owners’ rights can be optimized while also 
empowering consumers in the marketplace.49 

D.� The Supreme Court’s Patent Exhaustion Precedent 
 
The Supreme Court first recognized the patent exhaustion doctrine 

in 1852 in Bloomer v. McQuewan.50  In Bloomer, the Court considered 
whether licensees of a patented product could continue to use the license 
if the patent itself was extended.51  The Court held that a licensee could 
continue use of the licensed product during the patent extension because 
the use right of the licensee triggered exhaustion.52  Subsequently, in 
Adams v. Burke, the Court held that where machines were lawfully 
made and sold, “there [was] no restriction on their use to be implied for 
the benefit of the patentee or his assignees or licensees” because the 
patent rights were exhausted. 53   Thereafter, the Court’s precedent 
developed the common law exhaustion doctrine to apply only when an 

                                                                                                                                   
44 Id. at 11. 
45 Id. at 10. 
46 Id. at 12. 
47 Id. at 15. 
48 Id. at 23–24. 
49 Impression Products, Inc. v. Lexmark Int’l., Inc., 137 S.Ct. 1523, 1526 

(2017). 
50 Bloomer v. McQuewan, 55 U.S. 539, 540 (1852); see also Vanam, supra note 

14, at 490. 
51 Bloomer, 55 U.S. at 540. 
52 Id. at 553. 
53 Adams v. Burke, 84 U.S. 453, 457 (1873). 
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authorized sale of a patented product occurred, such as a sale within the 
scope of a licensed seller’s agreement with a patent owner.54  This was 
exemplified in General Talking Pictures Corp. v. Western Electric Co. 
where the Court held that a licensee infringed the patent because he 
knowingly made a sale outside the scope of his license agreement for 
vacuum tube amplifiers; and therefore, the licensee’s sales were not 
authorized and exhaustion did not apply.55 

However, more recently the Supreme Court has limited the role of 
licenses in exhaustion and, by extension, the ability of patent owners to 
impose post-sale restrictions on consumers.56  In Quanta Computer, Inc. 
v. LG Electronics, Inc., the Court undermined the licensing model’s 
benefits for patentees when it held that if a licensee was authorized to 
make a sale of a patented product, in this case semiconductor chips, the 
licensee’s authorized sale exhausted any rights that the patentee sought 
to maintain in the product and impose on subsequent purchasers.57  
Although Quanta addressed exhaustion as it applies to authorized 
domestic sales, the geographic scope of exhaustion remained 
undetermined. 58   Prior to Lexmark, the United States adhered to a 
national patent exhaustion doctrine based on the Court’s decision in 
Boesch v. Graff .59  In Boesch, the Court held that where the defendant 
imported allegedly infringing lamp-burners from a German 
manufacturer, the defendant was not authorized to use or sell them in 
the United States because U.S. patent law was unaffected by an 
authorized sale under German law.60  The Court of Appeals for the 
Federal Circuit went on to apply Boesch in Jazz Photo Corp. v 
International Trade Commission (2001).61  In Jazz Photo, the Federal 
Circuit recognized national exhaustion when it held that the patentee’s 
rights on its cameras were exhausted through its authorized and 
unrestricted first sales within the United States.62  More recently, the 
Federal Circuit reiterated its decision in Jazz Photo in Ninestar Tech. 
Co. v. Int’l Trade Comm’n, where the court rejected the argument that 
national exhaustion was no longer warranted after the Supreme Court’s 

                                                                                                                                   
54 Prutzman & Stenshoel, supra note 4, at 4. 
55 Gen. Talking Pictures Corp. v. W. Elec. Co., 58 S. Ct. 849 (1938). 
56 Prutzman & Stenshoel, supra note 4, at 5. 
57 Quanta Computer, Inc. v. LG Electronics, Inc., 128 S. Ct. 2109, 2109 (2008). 
58 Prutzman & Stenshoel, supra note 4, at 6. 
59 Boesch v. Graff, 133 U.S. 697 (1890); see also Prutzman & Stenshoel, supra 

note 4, at 6. 
60 Boesch, 133 U.S. at 703. 
61 Prutzman & Stenshoel, supra note 4, at 6. 
62 See Jazz Photo Corp. v. Int’l Trade Comm’n, 264 F.3d 1094 (Fed. Cir. 2001) 

abrogated by Impression Prod., Inc. v. Lexmark Int’l, Inc., 137 S. Ct. 1523 (2017). 
continued . . . 
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decision in Quanta.63   
It is also instructive to examine the Court’s application of the 

exhaustion doctrine under U.S. copyright law in Kirtsaeng v. John 
Wiley & Sons, Inc.64  In Kirtsaeng, the Court held that international 
exhaustion applies to copyrighted material, as codified in the Copyright 
Act.65   The case involved a defendant who was sued for copyright 
infringement after he purchased less expensive copyrighted textbooks 
through authorized sales in Thailand, and then resold them in the U.S. 
to undercut the more expensive domestic textbook prices.66  The Court 
reasoned that international exhaustion was appropriate; and therefore, 
no infringement occurred in this case because the Copyright Act 
codifies the first sale doctrine.67  Thus, the purchaser of a copyrighted 
work may sell, use, or dispose of the work without restrictions imposed 
by the copyright owner after an authorized sale occurs anywhere in the 
world.68  Additionally, the Supreme Court addressed patent exhaustion 
as applied to self-replicating technologies in Bowman v. Monsanto.69  In 
Bowman, Monsanto sold its self-replicating “Roundup Ready” seeds to 
farmers through a licensing agreement that prohibited the replanting or 
selling of the seeds from previous annual purchases or seeds grown 
from crops.70  Monsanto sued after the defendant broke the agreement’s 
prohibition and began replicating the seeds. 71   The Court held that 
Monsanto had not exhausted its patent rights in the seeds, reasoning that 
the exhaustion doctrine does not permit purchasers to replicate or make 
additional copies of a patented product.72  

E.� The Supreme Court’s Decision in Lexmark 
 
In Impression Prod., Inc. v. Lexmark Int’l, Inc., Lexmark designed, 

manufactured, and sold toner ink cartridges both domestically and 
internationally and also owned several patents that protected the 
cartridge components and their use. 73   In order to increase profits, 

                                                                                                                                   
63 Ninestar Tech. Co. v. Int’l Trade Comm’n, 667 F.3d 1373 (Fed. Cir. 2012); 

see also Prutzman & Stenshoel, supra note 4, at 7. 
64 Kirtsaeng v. John Wiley & Sons, Inc., 568 U.S. 519 (2013); see also Vanam, 

supra note 13, at 493. 
65 See Kirtsaeng, 568 U.S. at 553 (2013). 
66 Id. at 527. 
67 Id. at 533. 
68 Id. 
69 See Bowman v. Monsanto Co., 569 U.S. 278 (2013). 
70 Id. at 281. 
71 Id. at 282. 
72 Id. at 284. 
73 Impression Prod., Inc. v. Lexmark Int’l, Inc., 137 S. Ct. 1523, 1525 (2017). 
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Lexmark began selling its cartridges under two different options:  (1) 
consumers could buy cartridges at full price with no restrictions or (2) 
consumers could buy at a discount price as a part of Lexmark’s “Return 
Program.”74  The Return Program consisted of customers signing a 
contract agreeing to use the cartridges only once and returning them 
exclusively to Lexmark. 75   However, competitor remanufacturers 
acquired empty Lexmark toner cartridges sold domestically and 
internationally under both sale options, refilled them, and exported them 
back for resale in the U.S. market in order to undercut the domestic 
market’s higher prices.76   

Lexmark sued these remanufacturers, including Impression 
Products, for patent infringement based on (1) the Return Program 
cartridges sold in the U.S. and (2) all the cartridges that Lexmark sold 
abroad and the defendants imported back for sale in the U.S.77  Under 
the first group of allegedly infringed patents, Lexmark argued that its 
patents were infringed because its licensing terms expressly prohibited 
reuse and resale of the cartridges in its Return Program’s licensing 
agreement.78  Under the second group, Lexmark argued that it never 
provided authority to anyone to import these cartridges into the U.S.79  
In contrast, Impression Products, the sole remaining defendant-
remanufacturer, argued that Lexmark had exhausted its rights in both 
groups of patents and therefore no infringement occurred.80   

The district court granted Impression Product’s motion to dismiss 
on the first group of patents but not the second; however, on appeal the 
Federal Circuit ruled for Lexmark on both groups of patents.81  The 
Federal Circuit reasoned that, under the first group of patents, Lexmark 
could enforce its post-sale Return Program restrictions because they 
were clearly communicated, lawful, and Impression Products was aware 
of them.82  Relying on Jazz Photo, the Federal Circuit further reasoned 
that when a patentee sells its products abroad, its U.S. patent rights over 
the product are not exhausted.83  The Supreme Court granted certiorari 
and reversed the Federal Circuit’s decision.84  

The two issues before the Court in Lexmark pertaining to the scope 
                                                                                                                                   

74 Id. 
75 Id. 
76 Id. 
77 Id. 
78 Id. 
79 Id. 
80 Id. at 1526. 
81 Id. 
82 Id. 
83 Id. 
84 Id. at 1531.  
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of the exhaustion doctrine were: (1) whether a patentee’s express post-
sale restriction on a purchaser’s right to reuse or resell a patented 
product is enforceable under patent infringement; and (2) whether 
international exhaustion applies to U.S. patented goods.85  The Court 
held that post-sale restrictions were not enforceable through an 
infringement suit, and that a patentee’s decision to sell his or her 
product, either domestically or internationally, results in exhaustion of 
their intellectual property rights.86  First, the Court examined Lexmark’s 
Return Program cartridges sold in the U.S.87  The Court concluded that, 
despite its clear post-sale restrictions on purchasers, Lexmark’s sale of 
the products exhausted its patent rights, and therefore, any enforcement 
of the post-sale restrictions may be sought under contract law, not patent 
infringement.88  Citing Bloomer, the Court reasoned that once a sale 
occurs, the monopoly rights obtained by the patentee are exhausted, and 
the purchaser thus obtains ownership rights in the product.89  To further 
support its reasoning, the Court cited its precedent in Quanta that a sale 
terminates all patent rights in a product.90  The Court reasoned that a 
patentee is free to set pricing and negotiate with purchasers; however, 
once a sale occurs, the patentee’s ownership rights and control over the 
disposition of the product transfer to the purchaser.91  

Relying on its precedent, the Court explained that exhaustion is 
necessary to promote alienation and market efficiency.92  The Court 
reasoned that exhaustion grants a limited monopoly that empowers 
patentees to secure financial rewards, and once a sale occurs, patentees 
have reaped the reward secured by their patent rights.93  The Court 
further explained that Congress has repeatedly revised the Patent Act to 
eliminate any restraints on alienation.94  Chief Justice Roberts provided 
a marketplace illustration to support Congress’s reluctance to restrain 
the market place.95   The Chief Justice examined a used car shop’s 
business model, which is dependent upon exhaustion, because 
consumers trading in vehicles to the shop originally purchased the 
vehicles when they contained several enforceable patents; however, 

                                                                                                                                   
85 Id. at 1529. 
86 Id. 
87 Id. at 1531. 
88 Id.  
89 Id. (citing Bloomer v. McQuewan, 55 U.S. 539, 549–550 (1853)). 
90 Id. (quoting Quanta Computer, Inc. v. LG Electronics, Inc., 553 U.S. 617, 625 

(2008). 
91 Id. 
92 Id. at 1531–32. 
93 Id. 
94 Id. 
95 Id. at 1532. 
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after the original purchase, the consumers now have ownership rights in 
the vehicles under the first sale doctrine.96  Due to the principle of 
exhaustion, Chief Justice Roberts reasoned that used car shop owners 
do not worry about infringement liability from patent owners of the 
vehicles’ components, and thus, patentees do not “clog the channels of 
commerce” with post-sale control.97  Therefore, Chief Justice Roberts 
concluded that Lexmark’s post-sale restrictions on its patented 
cartridges could not be enforced under patent law because, once the sale 
occurred, the product was “placed beyond the confines of patent law.”98   

However, the Court did explain that a patentee could retain his or 
her ability to control the patented product through imposing restrictions 
by licenses.99  The Court reasoned that a patentee’s use of a license does 
not shade a product’s legal title with a “legal cloud” in the marketplace 
as do post-sale restrictions, as a patentee is exchanging rights, not 
products.100  Further, the Court reasoned that a licensee’s violation of a 
license agreement is enforceable through contract law, but a patentee 
could also bring an infringement suit against any purchaser who bought 
the product outside the scope of the licensing agreement because this 
would amount to an unauthorized sale by a licensee and, thus, does not 
exhaust a patentee’s rights.101 

Next, the Court examined Lexmark’s argument that its international 
sales of ink cartridges did not exhaust its U.S. patent rights.102  The 
Court held that an authorized sale abroad functions in the same way as 
a domestic sale because both “exhaust[] all rights under the Patent 
Act.”103  The Court based its reasoning on its holding, in Kirtsaeng, that 
international exhaustion applies to the first sale of copyrighted works.104  
The Court reasoned that the common law doctrine of exhaustion and its 
“antipathy on restraints of alienation” do not differentiate between a 
sale’s geographical location; therefore, in patent law, as in copyright 
law, the first sale doctrine requires the same application to both 
domestic and international sales.105   The Court emphasized that the 
“strong similarity . . . and identity of purpose” shared by patent and 

                                                                                                                                   
96 Id. 
97 Id. 
98 Id. at 1532–33 (quoting Boston Store of Chicago v. Am. Graphophone Co., 

246 U.S. 8, 20, 25 (1918)).  
99 Id. at 1534. 
100 Id.  
101 Id. at 1535.  
102 Id.  
103 Id.  
104 Id. at 1535–36 (citing Kirtsaeng v. John Wiley & Sons, Inc., 568 U.S. 519, 

525 (2013)). 
105 Id. at 1536.  
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copyright law exemplify that the exhaustion doctrine should have the 
same application in both contexts.106   

Additionally, the Court reasoned that the Patent Act does not 
guarantee that the patentee’s right to exclude can only be satisfied by a 
financial reward from American markets, but rather “the right to 
exclude just ensures that the patentee receives one reward—of whatever 
amount the patentee deems to be ‘satisfactory compensation’—for 
every item that passes outside the scope of the patent monopoly.”107  
The Court further reasoned that: 

Allowing patent rights to stick remora-like to that item 
as it flows through the market would violate the principle 
against restraints on alienation.  Exhaustion does not 
depend on whether the patentee receives a premium for 
selling in the United States, or the type of rights that 
buyers expect to receive.  As a result, restrictions and 
location are irrelevant; what matters is the patentee's 
decision to make a sale.108 

The Court clarified that, while it was overruling the Federal Circuit’s 
decision in Jazz Photo, it was not overruling its decision in Boesch.109  
In Boesch the Court held that a sale abroad did not exhaust the 
patentee’s rights because the patentee did not authorize the sale abroad, 
which was not the case in Lexmark.110 

In dissent, Justice Ginsburg, while concurring with part one of the 
majority’s opinion in respect to Lexmark’s domestic sales, reasoned that 
a sale abroad should not exhaust a patentee’s rights because patent law 
is territorial and patentees do not receive the same protection in different 
countries.111  Justice Ginsburg further reasoned that it makes limited 
sense for an international sale of a product that operates independent of 
the U.S. patent system to exhaust U.S. patent rights.112   Moreover, 
Justice Ginsburg reasoned that there are stark differences in the 
international application of patent law and copyright law, and thus, they 
should be treated differently with respect to an intellectual property 
owner’s sales abroad.113 

                                                                                                                                   
106 Id. (quoting Bauer & Cie v. O’Donnell, 229 U.S. 1, 13 (1913)). 
107 Id. at 1537 (quoting Keeler v. Standard Folding Bed Co., 157 U.S. 659, 661 

(1895)). 
108 Id. at 1538 (emphasis added). 
109 Id. at 1537–38. 
110 Id. at 1537.  
111 Id. at 1538 (Ginsburg, J., dissenting). 
112 Id. at 1539.  
113 Id. 
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F.� Practitioners’ Reaction to the Lexmark Decision 
 
While the Court’s decision on national exhaustion was not 

surprising, the adoption of international exhaustion did come as a shock 
to many practicing attorneys.114  Many practitioners agree on the wide-
reaching ramifications of Lexmark and its impact on the economy, with 
respect to both patent owner and consumer rights, and how it will apply 
across varied industries.115  Practitioners also note that the debate over 
ownership will only be exacerbated as technology continues to rapidly 
advance and the world increasingly moves toward digital goods.116  
Further, attorneys note that individual and company patent owners will 
now seek to differentiate their business models and strategies in order 
to enhance their control over their patented products post-sale, 
especially if they can change their business models to licensing instead 
of selling their products.117  Additionally, many practitioners have noted 
the difficulty in Lexmark’s application across varied industries and 
patentees’ use of price discrimination, especially “with respect to 
pharmaceuticals that are often offered at lower prices abroad.”118 

First, when considering Lexmark’s effect on the economy and the 
rights of patent owners, practitioners note the Court’s significant 
distinction between a sale and a license.119  How patent owners will 
react to this distinction will depend on their business model and whether 
they can change from selling products to negotiating contract terms for 
a licensing agreement so that a sale never occurs.120  Practitioners also 
point out that case law in the coming years will have to delineate what 
business practices and structures align with the Court’s holding in 
Lexmark. 121   This is especially international agreements by patent 
owners with distributors and customers significantly limiting the scope 
of licensee rights.122  

                                                                                                                                   
114 Quinn, supra note 11. 
115 See Brian Fung, How a Supreme Court Ruling on Printer Cartridges 

Changes What it Means to Buy Almost Anything, WASH. POST (May 31, 2017), 
https://www.washingtonpost.com/news/the-switch/wp/2017/05/31/how-a-supreme-
court-ruling-on-printer-cartridges-changes-what-it-means-to-buy-almost-
anything/?utm_term=.900407447123. 

116 See id. 
117 See id. 
118 Quinn, supra note 11.  
119 Id. 
120 Id. 
121 Id. 
122 Id. 
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1.� Practitioners Who Agree With Lexmark 
 
Those who agree with the Court’s decision in Lexmark note that it 

is a necessary weakening of patentee rights that empowers consumers, 
as it relieves purchaser uncertainty.123  Practitioners note that patent 
owners will have to change their business practices but that this is not 
onerous for patentees because licensing agreements are already 
frequently used to enforce restrictions on patented products. 124  
Proponents also note that the decision was correct because patentees, 
like Lexmark, attempt to overreach by imposing infringement liability 
on purchasers, and that the Court’s decision reinforces the policy for 
market alienation.125   

Additionally, some Advocates predict that Lexmark will generate 
new business opportunities and that marketplace competition will 
increase with the re-importation of U.S. goods sold abroad, thus 
decreasing prices at home or potentially increasing prices abroad.126  
Supporters reason that Lexmark makes U.S. patent law more consistent 
with the principles of free trade because it will increase competition by 
lowering barriers to trade in patented goods. 127   Post-Lexmark, 
patentees will no longer be able to engage in price discrimination 
between domestic and foreign markets, which will limit the strain on 
the flow of commerce generated from overreaching patentees asserting 
infringement liability on purchasers.128 

In addition, advocates of the decision reason that Lexmark aligns 
with the realities of the marketplace.129  Advocates explain that putting 
geographic limitations on patent exhaustion is harmful because many 
consumer products today contain several patents and are manufactured 
all over the world.130   Thus, an international exhaustion doctrine is 
appropriate to facilitate the current economic environment and to 
promote innovation because manufacturers worldwide will have access 
to patented products.131 

                                                                                                                                   
123 Id. 
124 Id. 
125 Id. 
126 Id. 
127 Sarah R. Wasserman Rajec, Impression Products, Inc. v. Lexmark Inc.: Will 

International Patent Exhaustion Bring Free Trade in Patented Goods?, PATENTLY-
O (June 1, 2017), https://patentlyo.com/patent/2017/06/impression-international-
exhaustion.html� 

128 Id. 
129 Quinn, supra note 11. 
130 Vanam, supra note 13, at 500. 
131 Id. at 503. 
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2.� Practitioners Who Disagree With Lexmark 
 
Those opposing the Lexmark decision reason that international 

exhaustion and weakening patentee rights will lead to eventual 
consumer harm.132  First, opponents reason that it will have negative 
consequences on global sales and manufacturing.133  Opponents explain 
that weakening patentee rights will result in price increases abroad so 
that patentees can reap their financial reward because their return is 
restricted to only their first sale.134  The reasoning follows that patentees 
must seek assistance from regulatory bodies to impose restrictions on 
the resale of patented goods, or patentees will risk selling patented 
products abroad only to have them exported and resold back in the U.S. 
to undercut their domestic pricing, which will hurt both innovators and 
consumers in developing nations.135  Moreover, opponents reason that, 
contrary to infringement damages, breach of contract damages will not 
adequately compensate patentees for the research and development of 
their patented products, most notably with respect to 
pharmaceuticals.136  Because patentees must pursue breach of contract 
remedies instead of infringement suits, patentees will often have to 
pursue a remedy in state court, “which may be less desirable than the 
federal forum in which patent suits are litigated.”137  

In addition, opponents reason that the Court’s decision upsets 
“decades of established commercial practice essential to the U.S. 
economy.”138  Opponents are also concerned that the decision will have 
many unforeseen consequences, such as the enhancement of grey 
market goods and parallel imports.139  Under international exhaustion, 
issue arises concerning the inability to prevent parallel imports because, 
after a patented product is sold anywhere in the world, it can then be 
exported to other markets where the product is more expensive, thus, 
                                                                                                                                   

132 Quinn, supra note 11. 
133 Id. 
134 Id. 
135 Id. 
136 Id.;�see also�Bian, supra note 2, at 706 (“[E]nhanced damages, which are 

quite typical in IP-infringement suits but rarely awarded in contract cases, may no 
longer serve as a deterrent to purchasers for violating IP owners’ various 
restrictions.”). 

137 Lawrence B. Friedman et al., The Top Intellectual Property Decisions of 
2017: Their Practical Impact and Strategies for Addressing Them, 30 INTELL. PROP. 
& TECH. L.J. 11, 13 (2018). 

138 Quinn, supra note 11. 
139 Id.;�see�Solovy & Krishnamurthy,�supra�note 30, at 115–16 (�If a patented 

product has been lawfully sold with the authorization of a patent holder in one 
country, and then imported into another country (without the express authorization 
of the patent holder), that is termed a ‘parallel import.’”).  
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undercutting the patentee’s pricing model.140   Moreover, opponents 
explain that the Lexmark decision is misguided because it was decided 
with regard to printer ink cartridges without considering dissimilar 
industries, such as medical devices and pharmaceuticals. 141  
Practitioners are concerned that instituting contractual licensing 
agreements is not always practicable in certain business models; thus, 
Lexmark further reduced the economic incentives for patentees.142  One 
practitioner notes that narrowing licensing contract language and 
requirements may lead to antirust issues for patentees because of the 
limitations on their lawful monopoly under international exhaustion.143  
Additionally, practitioners note that the Court’s decision leaves 
uncertainty in several areas of patent law including: (1) what constitutes 
an authorized sale; (2) if geographic price discrimination is no longer 
available, what other business practices are available to control 
downstream sales; and (3) what the effect of this decision will have on 
consumer access to industries that contain patents pertaining to 
consumer well-being, such as pharmaceuticals.144 

Lastly, opponents of the Lexmark decision note that consumers will 
eventually feel the decision’s ramifications in their wallets.145  Instead 
of offering discount programs, like Lexmark’s Return Program, 
patentees will institute higher prices to fulfill their one bite at the apple, 
and thus, the Court’s decision is unlikely to be cost-effective for 
consumers.146 

Therefore, opponents explain that consumers’ access to markets will 
be restricted because discount pricing models will no longer be 
available, making products out of reach for certain consumers.147  These 
opponents reason that the likely result will be a decrease in market 
access to medicine and technology for developing nations; and 
therefore, a Supreme Court decision that appeared to be consumer 
friendly will likely end up harming consumers in the long run.148 

                                                                                                                                   
140 See Solovy & Krishnamurthy, supra note 30, at 115–16. 
141 Quinn, supra note 11. 
142 Id. 
143 Friedman et al., supra note 137. 
144 Wasserman Rajec, supra note 127.  
145 Quinn, supra note 11. 
146 Id. 
147 Greg Dolin, Supreme Court’s Lexmark Patent Decision Will Harm 

Consumers, THE HILL (June 12, 2017, 6:40 PM), http://thehill.com/blogs/pundits-
blog/the-judiciary/337491-supreme-courts-lexmark-patent-decision-will-harm-
consumers� 

148 Id. 
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III.�AUTHOR ANALYSIS 
The following subsection analyzes the previous practitioner 

commentary to suggest the likely and most advantageous responses that 
patent owners will undertake in reaction to Lexmark.  The second 
subsection advises the reader on polices that national and international 
governing bodies should consider when developing a patent exhaustion 
doctrine. 

A.� Pantentee’s Likely Responses to Lexmark  
 
Patentees will most likely have two reactions to Lexmark: (1) 

increasing contractual restrictions through the use of licensing and (2) 
increasing product differentiation. 149   Using licenses will enable 
patentees to bypass the first sale doctrine because, under their licensing 
agreements, patentees will not transfer title and, thus, exhaustion will 
not apply.150  Within their agreements, patentees can limit the scope of 
the licenses in order to have any licensee action taken outside of the 
license’s narrow scope become an unauthorized sale; and therefore, the 
patentee’s rights will not be exhausted.151   Consequently, patentees 
must focus on the rights they transfer within their licensing agreements 
to narrow the scope within which an authorized sale can occur.152  Next, 
product differentiation will enable patentees to differentiate their 
patented products in a material way that will disincentivize the reselling 
of their products in other markets.153  Under this strategy, patentees will 
protect themselves from resellers undercutting their pricing in other 
regions because the differentiation will reduce customer demand in 
geographic regions other than the region for which the product was 
intended.154 

However, the most frequent strategy patentees will use is 
negotiating licensing agreements with consumers in order to optimize 
their rights in alignment with the Court’s distinction between sales and 
licenses. 155   Under the Court’s distinction, a licensee must be in 
compliance with its licensing agreement when it sells a product in order 

                                                                                                                                   
149 Prutzman & Stenshoel, supra note 4, at 22–23. 
150 Id. at 22. 
151 Id.  
152 Bian, supra note 2, at 74–75. 
153 Prutzman & Stenshoel, supra note 4, at 23.  
154 Id.  
155 Robin L. McGrath, Supreme Court Draws Crucial Distinction In Landmark 

patent Exhaustion Decision, L. J. NEWSLETTERS (July 2017), 
http://www.lawjournalnewsletters.com/sites/lawjournalnewsletters/2017/07/01/exper
ts-duel-over-value-of-film-for-copyright-damages/?slreturn=20170928111053. 
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for that sale to be authorized and therefore trigger exhaustion.156  Thus, 
if a licensee makes a sale within the license’s scope, the patentee can 
only sue for breach of contract; however, if a licensee sells a patented 
product outside the scope of the license and the purchaser and licensee 
know that the patented product will be used in an unauthorized manner, 
the patentee could sue the licensee and purchaser for patent 
infringement.157   In order to enhance their ability to sue for patent 
infringement, patentees will most likely draft their licensing agreements 
so that any restriction on licensees relates to the scope of the license.158   
A license’s scope can be restricted by limiting a licensee’s ability to 
transfer the patented product, or requiring return or destruction of the 
patented product at the lease’s expiration.159 

For example, if a patentee agrees to an unrestricted licensing 
contract with a manufacturer, with respect to the manufacturer’s ability 
to make, use, and sell a product, then the patentee will not be able to 
restrict the patented product’s sale and distribution by the 
manufacturer.160  In contrast, the patentee will retain control over how 
his or her patented product is used or distributed by the manufacturer if 
the patentee narrowly tailors the scope of the licensing agreement.161  A 
license’s scope can be narrowed to limit the manufacturer’s ability to 
sell a product by adding restrictions into the agreement, such as the 
geographic location or amount of the manufacturer’s sales.162 

B.� What Policies Should Shape Patent Exhaustion Policy Going 
Forward 
 
In order to effectuate the Court’s decision in Lexmark, while 

continuing to balance both consumer and patent owner rights, I 
recommend that three policies should be considered in future case law 
and trade agreements on patent exhaustion: (1) industry specificity; (2) 
fair use and fair dealing; and (3) bi-lateral trade agreements that protect 
a nation’s patent owners. 

First, given that the global marketplace is comprised of diverse 
industries and products, industry specificity is essential to combatting 
the serious concerns surrounding international exhaustion’s application 
to ink cartridges as opposed to patents with consumer well-being 
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157 Id. 
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159 Bian, supra note 2, at 716–17. 
160 McGrath, supra note 155. 
161 Id. 
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concerns, such as lifesaving technologies and medications.163  Market 
access must be identified as a potential concern in industries with high 
research and development costs where patentees will need to maintain 
the financial reward of a patent to offset their lucrative investment; 
however, in industries, like pharmaceuticals, where patent owners 
currently practice global price discrimination, market access may be 
restricted in order for patentees to reap the same financial reward in their 
one bite at the apple.164  This may lead to developing nations paying 
increased prices for market access to patented goods, or reducing 
patentees’ economic incentive to innovate.  

The pharmaceutical industry specifically raises concerns 
surrounding international exhaustion due to its high investment costs in 
research and development, which on average amount to nineteen 
percent of a company’s revenues.165  Intellectual property rights ensure 
a return on investment to combat the risk of making such an 
astronomical investment by incentivizing patentee innovation before 
imitators of a drug enter the market and drive down prices.166  This issue 
is particularly exacerbated by the risk of parallel imports, due to a 
consumer’s ability to buy a patented medicine in a country with lower 
prices and export it to a country with higher prices in order to undercut 
the patentee’s pricing strategy, thus, decreasing the patentee’s return on 
investment.167  In the pharmaceutical industry, global pricing strategies 
are based on local market conditions and sometimes even dictated by 
local governments, making price discrimination strategies almost 
impracticable.168  The amicus briefs written in response to Lexmark by 
major industry names, such as Pfizer, Johnson & Johnson, Bayer, and 
Merck, epitomize the case’s importance to the pharmaceutical 
industry.169  

However, taking market access into account does not have to 
decrease private incentive or market access because national and 
international governing bodies can institute industry-specific 
exceptions to the international exhaustion doctrine, in order to protect 

                                                                                                                                   
163 Ghosh, supra note 5, at 51. 
164 Id. See also Peter A. G. Van Bergeijk & Frederick T. Schut, International 

Price Discrimination: The Pharmaceutical Industry, 14 WORLD DEV. 1141, 1142 
(1986) (discussing the lack of competition as well as the costs of research and 
development in the pharmaceutical industry). 

165 Jennifer L. Graber, Note, Excessive Pricing of Off-Patent Pharmaceuticals: 
Hatch It or Ratchet?, 92 N.Y.U. L. REV. 1146, 1157 (2017). 

166 Id. 
167 See Solovy & Krishnamurthy, supra note 30, at 115. 
168 Friedman et al., supra note 137, at 12. 
169 Id. 
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consumer market access and financial incentives for patentees. 170  
While developing potential exceptions to international exhaustion, 
governing bodies should analyze industries for exhaustion’s impact on 
consumers and whether it will result in positive or negative 
ramifications.171  Therefore, regulation in this area must be examined 
and tailored to suit the current environment for specific industries.172 

Second, fair use and fair dealing must be a policy consideration in 
developing an exhaustion doctrine because consumer rights are a 
foundational piece of the doctrine.173  If consumers are to be considered, 
then their importance must be balanced against that of intellectual 
property owners in certain situations, like the use of lifesaving 
medications.174  In order to acknowledge the importance of consumers, 
the exhaustion doctrine can be balanced with fair use and fair dealing 
principles.175  Policy makers can utilize fair use and fair dealing to limit 
the potential overreach of national or international exhaustion policies, 
and thus, protect both consumers’ market access and patentees’ rights 
by only supplementing exhaustion with these principles.176   

Lastly, despite the lack of uniformity of patent exhaustion 
internationally, bilateral trade agreements can be utilized by nations to 
protect their patent owners. 177   In different circumstances and for 
different products, what is good for consumers will not always align 
with the goals of the industry or the goals of national development.178  
While undertaking this analysis, nations must consider two policies: (1) 
what is the national economic plan for our nation and (2) how are 
consumer well-being and patent owner rights affected by the potential 
negotiation. 179   With this in mind, nations must undertake trade 
negotiations that align with their national goals to balance their interest 
in protecting their patent owners and consumers.  This step has already 
been undertaken by many nations, including the U.S.180  

                                                                                                                                   
170 Ghosh, supra note 5, at 51. 
171 Id. at 52. 
172 Id. 
173 Id. at 49. 
174 Id. 
175 Id. 
176 Id. 
177 See generally id. at 9, 19 (explaining that each nation can adopt its own 

intellectual property laws, and the intellectual property owner should be able to 
protect their works outside of free trade). 

178 Id. at 44. 
179 Id. 
180 See id. at 21 (noting the US Supreme Court’s decision in favor of 

international exhaustion in 2013). 
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IV.�CONCLUSION 
The development of patent exhaustion policies does not always 

entail the promotion of competition or free trade in the global 
marketplace because the application of exhaustion necessarily entails a 
consideration of the effects on consumer protections.181  There is no 
disputing that innovation is better encouraged when there are economic 
incentives for innovators, as investment must be rewarded.182  However, 
consumer protection is also paramount in the context of patent law, and 
enabling market access through business practices, such as price 
discrimination, facilitates the ability of consumers to purchase and the 
ability of patent owners to sell their products.183  Finding the appropriate 
balance between these two needs is essential to constructing a realistic 
yet economical exhaustion doctrine.184  Because the Supreme Court has 
chosen to adopt international exhaustion in the United States, it would 
be “irresponsible” for governing bodies not to consider the 
consequences of additional changes before further action is taken.185 
 

                                                                                                                                   
181 Id. at 53. 
182 See id. at 12 (illustrating that incentives for innovators are the heart of 

intellectual property policy). 
183 See supra Part III. 
184 See supra Part III. 
185 Ghosh, supra note 5, at 19, 21, 53.  


