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Introduction

Even as globalization seems to be in retreat in political circles, the march of

commercialization and markets continues. Government policies, whether tariffs,

exits, or walls, cannot impede the competitive drive to meet consumer demand for

products and services, whether within national boundaries or across them. The

World Trade Organization, and the attendant Agreement on Trade-Related

Aspects to Intellectual Property Rights (TRIPS Agreement), speak to the push for

open markets supported by uniform intellectual property laws. Against this dynamic

is the pushback from nation-states and regional agreements that adapt treaty obliga-

tions to the needs of local economic development.

An illustration of these overarching debates is the exhaustion doctrine. A limita-

tion on intellectual property rights, most often after the first sale of a product, the

exhaustion doctrine determines when exclusionary rights give way to competitive

markets. Article 6 of the TRIPS Agreement, a central legal proposition, leaves the

details of the exhaustion doctrine for signatory nations to determine. This deference

provides some degree of freedom to national legislatures and courts. But how should

law and policy inform this freedom? That question is the central concern of this

book.

One question readers may have is, why now? What in the contemporary political

and economic environment makes a book on the exhaustion doctrine necessary?

The authors may point to the number of court decisions, scholarly articles, and

policy white papers across jurisdictions to justify their work. But such evidence only

removes the initial question back a step: why so many cases and so much discussion?

The answer rests on a general questioning of intellectual property rights that have

become too broad after decades of celebration starting in the 1990s. This questioning

accompanies a need to understand markets and the role of competition in meeting

the needs of consumers for goods and services and the goals of creating an ordered

society. As the authors develop in these chapters, especially in Chapter 9, the

exhaustion doctrine provides a window for addressing these concerns and for

reshaping the debates over globalization, trade, and regulated markets.
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The two authors have written extensively on the topic of exhaustion. Both have

additionally contributed amicus briefs in recent US Supreme Court cases on

exhaustion for process patents and on self-replicating technologies and copyrights.

This combined expertise has allowed the authors to explore a wide range of issues on

the role of exhaustion in promoting aftermarkets and facilitating reuse of products

protected by intellectual property. What follows this Introduction is a distillation of

the authors’ comprehensive study of the case law, scholarship, and policy debates

arising from the exhaustion doctrine.

Key to the contributions of this book is a comparative study of law and policy.

Beginning with the theories underlying exhaustion, the authors shift to placing these

theories in debates over policy. Exhaustionmakes possible aftermarkets for products,

such as secondhand markets and markets for services and repair. Are these after-

markets desirable, or should they be left to the licensing practices of intellectual

property owners? Exhaustion can promote cross-border trade. Is free trade desirable,

even at the cost of limiting intellectual property rights? At the same time, interna-

tional exhaustion can undermine the global practice of price discrimination across

regions. Is price discrimination desirable, or does exhaustion lead to a regressive

redistribution from developing to developed countries? These are some of the

questions the authors engage with in the first three chapters of this book, advocating

for counterintuitive answers to these contested questions.

Chapters 4 through 7 of this book are the heart of the comparative analysis.

Focusing on trademarks, patents, copyrights, and overlapping rights, respectively,

these four chapters present approaches to exhaustion adopted by several representa-

tive jurisdictions: the United States, the European Union, Canada, and Mexico

under the North American Free Trade Agreement (NAFTA), Australia and New

Zealand, India, the People’s Republic of China, and the Association of Southeast

Asian Nations (ASEAN). These choices reflects judgments on salient developments

in the law on exhaustion and which nation-states represent illustrative examples of

how legislatures implement the exhaustion doctrine. Legislation on exhaustion

reflects decisions about when first sales should trigger limitations on the owners of

intellectual property rights to prevent distribution of the protected work. Differences

across types of intellectual property reflect the effect of the particular intellectual

property regime on specific industries. The key industries at stake are pharmaceu-

ticals, software, consumer electronics, book publishing, and film distribution.

Differences across jurisdictions reflect choices about economic development and

the need to protect consumer interests within specific national and regional condi-

tions that shape some or all of these key industries. While the representative

jurisdictions are not comprehensive (for example, there is no discussion of

Switzerland, except in a short footnote in Chapter 5, or of African countries), future

editions may expand the set of representative jurisdictions. And, of course, the

authors invite scholarly colleagues to build on these four chapters.
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Even more important than the contemporary contours of the exhaustion doctrine

is the doctrine’s future. Chapters 8 and 9 are forward looking as they present cutting-

edge controversies arising from the exhaustion doctrine. Digital rights and technol-

ogy protection measures are the subject of Chapter 8. Intellectual property owners

respond to exhaustion in the digital arena through technology measures, such as

geoblocking, which prevent the redistribution of a work after the first sale.

Furthermore, redistribution of a digital work, such as an e-book, often entails

creating a new copy of the work, which the exhaustion doctrine traditionally has

not allowed. As with other areas of intellectual property law, digitization challenges

traditional doctrines, including exhaustion. Chapter 8 offers several recommenda-

tions for how exhaustion can evolve to address the challenges posed by digital works.

At the heart of this recommendation is recognizing the foundation of the exhaustion

doctrine in disfavor of restraints on alienation under common law. This foundation

contrasts with an alternative basis for the exhaustion doctrine in the theory of

implied license, often associated with civil law jurisdictions. Chapter 9 examines

restraints on alienation, critiques of such restraints among common law jurists, and

the implications of these critiques for the exhaustion doctrine. This examination

leads to a consideration of the exhaustion doctrine in moral rights regimes and trade

secret law, two areas of intellectual property that scholars of exhaustion often ignore.

Consideration of restraints on alienation leads to the role of control in limiting or

even eliminating the exhaustion of intellectual property rights. Can the first sale

doctrine be undone by contract? This question, the authors conclude, is the most

controversial question for the future of the exhaustion doctrine, despite judicial

admonitions against contractual terms taking away the ability of purchasers to resell

or reuse a legitimately purchased product.

Chapter 9 is the longest chapter for good reason. Debates over exhaustion invite

controversies, and the various sections of Chapter 9 present the ongoing importance

of the debate. Our discussion of the auto parts debate in Chapter 9 provides some

consideration of the exhaustion of design rights and suggests that much of our policy

analysis and legal prescription can translate readily into the system of design

protection. Design protection, otherwise, is not systematically covered in this

volume. Implications of design rights for exhaustion are touched on briefly in the

text and various footnotes, but we leave a systematic study for further research

because of the doctrinal complexities. We hope to pursue this topic in subsequent

research, and we encourage scholars to contribute to this debate.

The authors conclude that the exhaustion doctrine is about competition policy

and its relationship to intellectual property law. Misuse doctrine, as the authors

show, is one symptom of how competition policy informs the scope of intellectual

property rights. But exhaustion is more effective than misuse doctrines in enforcing

the policies of competition, especially in protecting the rights of purchasers. Chapter

9 underscores this last point through an examination of when restraints on alienation

are desirable and when they are not. Desirability rests in part on the decision to own
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versus the decision to rent or lease, an institutional choice regarding the role of

rental markets. At the heart of this institutional choice is a balance among the

interests of creators, inventors, distributors, manufacturers, and consumers. No

one balance is universal. Choices regarding implementation of the exhaustion

doctrine depend on normative goals and the contexts of economic development

and innovation policies. Chapter 9, drawing on the previous eight, brings together

the various dimensions of the exhaustion debate and the legal and policy options

open for the present and the future.

*****

The authors benefited frommany colleagues in the creation of this book. In drafting

the chapters, Shubha Ghosh updated his publications and developed new content

for Chapters 1, 2, 3, 5, 8, and 9 while Irene Calboli drafted Chapters 4, 6, and 7 based

on updated materials and, in part, her previous publications. The two worked

together in editing and molding the chapters into a coherent whole.

Shubha Ghosh would like to thank Pedro Roffe, Ahmed Abdel-Latif, and other

colleagues at the International Centre for Trade and Sustainable Development

(ICTSD) for supporting a white paper published in 2013. That white paper was

the inspiration for this book. Funding from the Vilas Research and Bascom

Professorships at the University of Wisconsin supported early drafts of chapters.

Thanks from Shubha Ghosh to Chancellor Rebecca Blank for making this funding

possible. In addition, Professor Ghosh presented drafts of this book in various

venues. He would like to thank Professor Alexander Peukert of the Goethe

University Frankfurt Faculty of Law for an invitation to present an early draft in

his graduate seminar. He and his students raised important questions that shaped

this book. Professor Marshall Leaffer of Indiana University, Bloomington, School of

Law was generous in inviting the authors to present in his seminar on international

intellectual property law, where Professor Leaffer and his students were an engaging

and responsive audience. Reaching back in time, ShubhaGhosh would like to thank

Professors Paul Goldstein and John Barton of Stanford Law School for supervising a

third-year paper project on parallel importation that sparked his initial interest in the

topic of exhaustion, way back in 1993. More recently, Professors Ed Lee and Irene

Calboli were kind to invite Shubha Ghosh to write a chapter for their edited volume

on exhaustion (mentioned later in this volume). Drafting this chapter inspired a

closer consideration about exhaustion and incentives, an issue developed in detail in

the following pages. Finally, Christy Ramsdell of Syracuse University College of

Law provided many of the final touches to polish the manuscript by diligently

correcting formatting issues.

Irene Calboli would like to thank the many colleagues who have advised her

during the drafting of this book and her past writings on the topic. In particular, she is

grateful to Ahmed Abdel-Latif, Christine Farley, Susy Frankel, Eric Goldman,Mary

LaFrance, Edward Lee, Spyros Maniatis, Pierre-Emmanuel Moyse, Jerome
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Reichman, Pedro Roffe, Josh Sarnoff, Marketa Trimble, and Peter Yu for conversa-

tions and feedback. Above all, she is grateful to Vito M. Mangini, her mentor since

she was a student in Bologna, for introducing her to and supervising her first writing

on the topic. Irene Calboli and Edward Lee are the editors of the Research

Handbook on Intellectual Property Exhaustion and Parallel Imports (2016). Irene

extends her gratitude to all the authors of the Handbook for their contributions,

which provided important insights as she was drafting the chapters in this book. She

is grateful to Texas A&M University School of Law and to Singapore Management

University School of Law, where she has been a visiting professor from 2015 until

2018, for research support. She is also grateful to the Transatlantic Technology Law

Forum Fellowship program at Stanford Law School for the relevant discussion on

this topic. Irene Calboli has presented her research in several fora and is grateful for

the many useful questions and comments received. In particular, she thanks the

participants in the annual editions of the International Intellectual Property

Roundtable for discussion and insights. She is also grateful to Shubha Ghosh, for

his support and guidance during the drafting and editing of this book.

Both Shubha Ghosh and Irene Calboli thank Jerome Reichman for writing the

Foreword to the book. They also thank Hannah de Keijzer, an expert editor, who

helped the authors in making their two styles consistent and readable. Shubha

Ghosh is grateful to funds from the Crandall Melvin Chair, supported by the

dean’s office at Syracuse University College of Law, that made Hannah’s invaluable

contribution possible.
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