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The economic prong of the domestic industry requirement took center stage in
the U.S. International Trade Commission's recent back-and-forth with one of
its administrative law judges in the Jan. 12 decision In re: Certain Movable
Barrier Operator Systems and Components Thereof.[1]

 
In that investigation, the ITC vacated and remanded the ALJ's first decision on
the economic prong. After the ALJ issued a second decision, the ITC agreed
with the ALJ's conclusion and found the patent owner satisfied the economic
prong of the domestic industry requirement, one of several special
requirements of investigations at the ITC.[2]

 
The complainant in Movable Barrier faced a close call because the ITC
continues closely scrutinizing the economic prong of the domestic industry
requirement.[3]

 
There is an alternative that can help complainants at the ITC — presenting
evidence of an existing domestic industry and a domestic industry in the
process of being established, when appropriate. In practice, complainants
rarely argue that a domestic industry is in the process of being established,
and few succeed.

 
This article examines the checkered history of the ITC's "in the process of
being established" domestic industry jurisprudence and offers guidance for
future litigants.

 
ITC Test For Domestic Industry in the Process of Being Established

 
In 2008, the ITC presented a test for a patent owner to show a domestic industry in the process of
being established.[4] First, "[a]n industry is 'in the process of being established' if the patent owner
'can demonstrate that he is taking the necessary tangible steps to establish such an industry in the
United States.'"[5] Second, is there "a 'significant likelihood that the industry requirement will be
satisfied in the future'"?[6]

 
In the 2010 decision In re: Certain Flash Memory Chips and Products Containing Same, an ITC ALJ
used this test and found the patent owner failed to prove a domestic industry in the process of being
established.[7] The ITC declined to review the ALJ's initial determination making that decision the
ITC's final decision.[8]

 
The ALJ found that the patent owner, Spansion Inc., "failed to take any tangible steps to establish a
licensing-based domestic industry."[9] Second, the ALJ found that Spansion "failed to show a
substantial likelihood that the domestic industry would be satisfied in the future."[10]

 
Similarly, in the 2012 decision In re: Certain Video Game Systems and Controller, the ITC again
affirmed an ALJ's finding that the patent owner had neither a current domestic industry nor a
domestic industry in the process of being established.[11] In its decision, the commission clarified
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that under its precedent, the appropriate date for determining whether a domestic industry exists or
is in the process of being established is the filing date of the complaint.[12]

The commission recognized, however, that in "a limited number of investigations, the Commission
has evaluated whether a domestic industry exists based on evidence subsequent to the filing of the
complaint, for example when a significant and unusual development has occurred after the complaint
has been filed."[13] Thus, the commission could exercise flexibility in looking at all relevant facts of a
case, regardless of whether they occurred before or after the filing of a complaint.

On appeal, the U.S. Court of Appeals for the Federal Circuit affirmed the ITC, specifically "the
Commission's use of the date of the filing of Motiva's complaint in this case as the relevant date at
which to determine if the domestic industry requirement of Section 337 was satisfied."[14]

The Federal Circuit also found that there must be ongoing activities at the time of filing of the
complaint; past actions are not sufficient if those actions were not related to actions ongoing at the
time of the filing of the complaint.[15]

The Federal Circuit applied these points to both an existing domestic industry and a domestic
industry in the process of being established.[16] Just like establishing an existing domestic industry,
the filing of a complaint establishes when a complainant must have already performed the activities
on which it intends to rely. This leads to the conclusion that abandoning domestic industry efforts
before filing a complaint is unlikely to help a complainant's case.

Finally, in In re: Non-Volatile Memory Devices, the ITC found that complainants Macronix
International Co. Ltd. and Macronix America Inc. had a domestic industry in the process of being
established in a 2018 decision.[17] In doing so, the ITC overturned an ALJ's decision finding no
domestic industry in the process of being established.

The ALJ found against Macronix, opining that Macronix did not have an article protected by the
patent and that an article of commerce, i.e., a product for sale in the marketplace, was required to
show that a domestic industry was being established.[18] Marcronix's investments led to the
manufacture in the U.S. of a product embodying the patent before and during the investigation.[19]
Macronix admitted, however, that it was not a commercial product."[20]

The commission disagreed with the ALJ's conclusion that Section 337(a)(2) requires industries in the
process of being established to prove commercial production of a product.[21] Overruling the ALJ,
the commission found that Macronix showed "detailed tangible steps it has already taken and its
further planned work to be undertaken in order to bring this industry to fruition within the
foreseeable future."[22]

The commission that found Marconix's work included substantial investments in research,
development and engineering of the article.[23] The commission concluded that a complainant did
not have to commercialize a product to satisfy the domestic industry requirement.[24]

Looking Ahead

There are lessons for both complainants/patent owners and respondents/accused infringers in the
cases reviewed. Complainants should, of course, rely on an existing domestic industry where
possible. If there is any doubt about an existing domestic industry, complainants should argue, in the
alternative, that they have a domestic industry in the process of being established. To make this
argument, a complainant should show that:

The product will practice the asserted patent(s) in the future, by presenting physical models
and/or design specifications.

There are current and ongoing research and development activities related to those products.
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Its current investment activities are related to investments it made regularly in the past.

The devil is in the details, however. A complainant attempting to show a domestic industry in the
process of being established faces additional challenges over one in an existing domestic industry.

Therefore, a complainant should take steps, in line with the recommendations explained above, to
show how the domestic industry will be established. Preferably, a complainant would take these steps
before filing a complaint so that it can explain those actions and investments in detail to the
commission in its complaint.

Of course, respondents should focus on showing exactly the opposite — that the proposed products
as designed do not actually practice the patent, that the research and development was actually
directed to features not represented in the patents, and that the activities were sporadic. In addition,
respondents should argue that the complainants' efforts are not focused on creating a domestic
industry.

These limited examples show that the commission utilizes a well-enunciated but flexible test to
determine whether a patent owner has a domestic industry in the process of being established that
all parties at the ITC need to know.

P. Andrew Riley and Robert Hall are attorneys at Mei & Mark LLP.

The opinions expressed are those of the author(s) and do not necessarily reflect the views of the
firm, its clients or Portfolio Media Inc., or any of its or their respective affiliates. This article is for
general information purposes and is not intended to be and should not be taken as legal advice.

[1] ITC Inv. No. 337-TA-1118.

[2] To succeed at the ITC, a patent owner must satisfy the domestic industry requirement by
showing "an industry in the United States, relating to the articles protected by the patent... exists or
is in the process of being established." 19 U.S.C. § 1337(a)(2). In addition to finding an existing
domestic industry or one in the process of being established, the ITC must find infringement and
importation of an accused product to find a violation of 19 U.S.C. §1337 ("Section 337"). John
Mezzalingua Assocs., Inc. v. Int'l Trade Comm'n , 660 F.3d 1322, 1324 (2011).

[3] Evaluated as presented on the day the complaint is filed, a complainant must satisfy two prongs
to meet the ITC's domestic industry requirement: technical and economic. 19 U.S.C. §1337(a)(2) &
(3); Hyosung TNS Inc. v. Int'l Trade Comm'n , 926 F.3d 1353, 1361 (Fed. Cir. 2019); Certain Video
Game Sys. & Controllers, Inv. No. 337-TA-743, Comm'n Op. at 4 (Jan. 20, 2012), aff'd, Motiva, LLC
v. U.S. Int'l Trade Comm'n , 716 F.3d 596, 601 n. 6 (Fed. Cir. 2013).

[4] Certain Stringed Musical Instruments and Components Thereof, Inv. No. 337-TA-586, Comm'n
Op. at 1, 7-16 (May 16, 2008) ("Stringed Musical Instruments").

[5] Id. at 8, 10 (quoting S. Rep. 100-71 at 130 (1987)).

[6] Id. (quoting H. Rep. 100-40 at 157 (1987)).

[7] Certain Flash Memory Chips and Products Containing Same, Inv. No. 337-TA-664, Final ID at 117
(Oct. 22, 2010) (finding no domestic industry and no domestic industry in the process of being
established), unreviewed, Comm'n Notice (Dec. 23, 2010) ("Flash Memory Chips").

[8] 19 C.F.R. §210.42(h).

[9] Id. at 118.

[10] Id. at 118-19.
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[11] Certain Video Game Systems and Controllers, Inv. No. 337-TA-743, Comm. Op. at 7 (January
20, 2012). ("Video Game Systems").

[12] Id. at 5.

[13] Id.

[14] Motiva, LLC v. Int'l Trade Comm'n , 716 F.3d 596, 601 n.6 (Fed. Cir. 2013).

[15] Id.

[16] Id.

[17] Certain Non-Volatile Memory Devices and Products Containing Same, Inv. No. 337-TA-1046,
Comm. Op. at 71 ("Non-Volatile Memory Devices").

[18] Non-Volatile Memory Devices, Initial Determination at 146-48.

[19] Id. at 30, 40.

[20] Id. at 30.

[21] Non-Volatile Memory Devices, Comm. Op. at 41.

[22] Id. at 44.

[23] Id. at 43-44.

[24] "Simply because Macronix has not yet arrived at the final stages of commercializing the [[ ]]
does not mean that Macronix does not have a domestic industry in the process of being established
with respect to [[ ]] protected by the asserted patents." Id. at 44 (double-brackets indicate redacted
text).
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