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Patent Infringers May No Longer Divide and Conquer
Under an Induced Infringement Theory Following
Akamai and Epic Systems

ntil recently, any claim of patent infringement—

whether direct or indirect—has required proof that

a single actor practices each and every element

of an asserted patent’s claims. This rule changed,

however, in the en banc Federal Circuit Court of
Appeals ruling in the parallel cases of Akamai Technologies, Inc.
v. Limelight Networks, Inc. and McKesson Technologies, Inc.
v. Epic Systems, Corp.' In those cases, the Federal Circuit held
that a claim of patent infringement under an induced infringe-
ment theory could be predicated on acts of more than one party
that combine to infringe the asserted patents. This is a significant
change in the law of induced infringement that may be considered
by the U.S. Supreme Court next term.? This article summarizes the
law as it stood prior to the decision and the facts and holdings of
Akamai and Epic Systems. It also looks to recent Federal Circuit
law as to the impact of Akamai and Epic Systems on the law of
induced infringement.

Induced Infringement and the Multiple Actor Issue

Two basic principles of patent law have protected infringers
from liability when a patentee has had to point to multiple actors
to prove infringement, commonly referred to as divided infringe-
ment. First, to show direct infringement under 35 U.S.C. § 271(a),
a patentee must prove that a single actor practices each element
of an asserted patent claim. This rule derives from the statute
itself, which states, “whoever without authority makes, uses,
offers to sell, or sells any patented invention within the United
States, or imports into the United States any patented invention
during the term of the patent therefor, infringes the patent.”
Thus, liability for direct patent infringement requires a party to
make, use, sell, or offer to sell the patented invention, meaning
the entire invention.

Even when there is no direct infringement, the patent law pro-
vides remedies under principles of indirect infringement. Indirect
infringement may be asserted under theories of induced infringe-
ment or contributory infringement, but the focus of this article is on
induced infringement.?

The statutory authority for induced infringement is found in 35
U.S.C. § 271(b), which states, “[w]hoever actively induces infringe-
ment of a patent shall be liable as an infringer.” Until last year, the
Federal Circuit interpreted that statute as requiring a predicate
finding of direct infringement by one party to maintain a claim for
induced infringement.*

The “Mastermind” Rule

The Federal Circuit addressed divided infringement in 2007
in BMC Resources, Inc. v. Paymentech, L.P.® There, the court
considered infringement by multiple parties of a single patent claim
and concluded that a claim for induced infringement could not be
sustained.

Starting with the principle that direct infringement requires a
party to perform or use each and every step or element of a pat-
ented method, the court went on to discuss the circumstance when
a defendant “participates in or encourages infringement but does
not directly infringe a patent.” The court stated that the “normal
recourse under the law is for the court to apply the standards for
liability under indirect infringement.”®

But, the Federal Circuit explained, “[ijndirect infringement
requires as a predicate, a finding that some party amongst the
accused actors has committed the entire act of direct infringe-
ment.”” Because no single actor practiced each element of the
asserted patent claim, the patentee could not prevail on its claim of
induced infringement.

Recognizing that these rules “might seem to provide a loophole
for a party to escape infringement by having a third party carry
out one or more of the claimed steps on its behalf,” the Federal
Circuit instead turned to the general law of vicarious liability. “[T]he
law imposes vicarious liability on a party for the acts of another in
circumstances showing that the liable party controlled the conduct
of the acting party.”® Thus, the court concluded, “[a] party cannot
avoid infringement ... simply by contracting out steps of a patented
process to another entity. In those cases, the party in control would
be liable for direct infringement. It would be unfair indeed for the
mastermind in such situations to escape liability.” At the same time,
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though, following BMC Resources there could be no claim for indi-
rect (induced) infringement under a divided infringement theory.

Divided Infringement Under an Induced Infringement Theory

That rule of patent law changed late last year in Akamai and
Epic Systems.'” There, the Federal Circuit addressed the specific
questions of whether a defendant may be held liable for induced
infringement where either (1) “the defendant has performed some
of the steps of a claimed method and has induced other parties to
perform the remaining steps (the Akamas case)” or (2) “the defen-
dant has induced other parties to collectively perform all the steps
of the claimed method, but no single parties has performed all of the
steps itself (the Epic Systems case).”!!

The Federal Circuit answered both of these questions affir-
matively, holding that a patentee may assert a claim for induced

infringement under § 271(b) based on the combined acts of more
than one party.

In Akamai, the patent at issue involved a method for the
efficient delivery of web content.!? The claimed method had two
elements 1) “placing some of a provider’s content elements on a
set of replicated servers” and 2) “modifying the content provider’s
web page to instruct web browsers to retrieve that content from
those servers.”® Akamai filed suit against defendant Limelight
under theories of both direct and induced infringement.'* However,
while Limelight maintained a network of servers and performed the
first step of the patented method by allowing for efficient content
delivery via its servers, it did not modify the content providers’
website itself.!® Limelight did, however, instruct its customers on
how to accomplish this modification, and thus on how to perform
the second claim element.!® Under the law as established in BMC
Resources, though, this was not sufficient control and direction, and
Akamai was unable to prove either direct or induced infringement,

as no one party performed all the steps of the method patent.

Similarly in the Epic Systems case, the patent at issue covered a
method for electronic communications between health care provid-
ers and their patients.!” McKesson filed suit against Epic Systems,
which licenses software to health care organizations, for inducing
patent infringement.'8 Unlike in Akamai, Epic Systems itself did not
perform any of the patented steps. Rather, the steps were divided
between the initiator of the conversation (i.e., the patients) and
the health care provider, who would perform the remainder of the
steps.t?

Again, under BMC Resources, the patentee would not have been
able to establish induced infringement, as no single actor performed
or controlled all of the steps of the patent claim. Accordingly, both
Limelight and Epic Systems were held to have not infringed the
patents asserted against them at the district court level.?
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In its en banc decision in Akamai and Epic Systems, the

Federal Circuit reasoned:

A party who knowingly induces others to engage in acts that
collectively practice the steps of the patented method—and
those others perform those acts—has had precisely the same
impact on the patentee as a party who induces the same
infringement by a single direct infringer; there is no reason,
either in the text of the statute or in the policy underlying
it, to treat the two inducers differently. In particular there
is no reason to hold that the second inducer is liable but not
the first.

Likewise, a party who performs some of the steps itself and
induces another to perform the remaining steps that consti-
tute infringement has precisely the same impact on the pat-
entee as a party who induces a single person to carry out all
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the steps. It would be a bizarre result to hold someone liable
for inducing another to perform all of the steps of a method
claim but to hold harmless one who goes further by actually
preforming some of the steps himself.!

Thus, now, liability for induced infringement exists where the
accused infringer:

1. Knew of the patent; and

2. Induced performance of the steps of the method or performed
some steps and induced the others; and

3. All steps of the patented method were actually performed.?

Following Akamai/Epic Systems, when asserting infringement
under an induced infringement theory, it is no longer necessary to
prove that all the steps of a patent claim were committed by a single
entity.? Instead, a party may now be liable for induced infringement
even where it neither practices all of the steps of the asserted patent
claim nor controls or directs another party or parties to perform all
or some of those steps.

While all of the steps of a patent claim must still be performed
to find infringement, more than one actor may perform them and
such divided infringement may support an inducement claim under
§ 271(b). This is a significant change in the patent law.

Innocent Actors—Application of Akamai and Epic Systems in
Move, Inc. v. Real Estate Alliance Ltd. (REAL)

One of the fears expressed following the Federal Circuit’s rever-
sal of BMC Resources in Akamai/Epic Systems was that innocent
actors who unknowingly practiced some but not all steps of a pat-
ented process or method could now be held liable under an induced
infringement theory. The Federal Circuit addressed this issue when
it applied the new rules governing infringement by multiple actors
in Move, Inc. v. Real Estate Alliance Ltd. (REAL).*

The patent at issue in Move, Inc. was directed to methods for
locating available real estate properties using a zoom-enabled map
on a computer.?? The asserted patent claim covered “a method
using a computer for locating available real estate properties,”
comprising the steps of, inter alia, “selecting a first area having
boundaries within the geographic area” and “selecting a second area
having boundaries within the zoomed area.” On an initial appeal,
the Federal Circuit determined that “selecting an area” as recited
in these steps means that “the user or a computer chooses an area
having boundaries, not when the computer updates certain display
variables to reflect the selected areas.”

On remand, the district court granted summary judgment to
REAL, holding that the functions of Move’s website precluded a
finding of direct infringement because Move did not perform the
“selecting” steps required by the claim; rather, a user, not the
computer, performs the claim element. Therefore, the district court
concluded that there was neither direct infringement by Move’s
systems, because those systems did not practice each element of
the claim, nor indirect (induced) infringement, because Move did
not exert direction or control over users who may have performed
the selecting steps under the “mastermind” approach in BMC
Resources.?

On appeal of the district court’s grant of summary judgment
of non-infringement, the Federal Circuit agreed that there was no
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direct infringement because no single actor practiced each step or
element of the asserted patent claim.?® The Federal Circuit reversed
the district court’s finding of no infringement, noting that the dis-
trict court did not have the benefit of its decision in Akamai/Epic
Systems at the time of its ruling. Thus, the Federal Circuit found
that the district court had erred in not considering the possibility
of inducement under 35 U.S.C. 271(b), stating that “if the patentee
is able to prove that all actors were induced to act in a way that
completed all of the claimed steps, and that the accused inducer
had knowledge of the patent, then inducement liability will exist.”*

In Mowe, Inc. the Federal Circuit again emphasized that under
the holding of Akamai/Epic Systems, a claim of induced infringe-
ment by multiple actors “requires that the accused inducer ... knew
of the asserted patent and performed or knowingly induced the
performance of the steps of the claimed methods, and that all of
those steps were in fact performed.” In so holding, the Federal
Circuit laid to rest lingering concerns that innocent actors (such as
the end user in Move, Inc.) could be held liable under an induced
infringement theory.

Conclusion

The Federal Circuit’s decision in Akamai/Epic Systems reflect-
ed a significant change in the law of divided infringement that will
have wide ranging implications. The solicitor general’s briefing and
any ultimate Supreme Court decision in the Akamai matter will be
particularly instructive. In the meantime, patent infringers may no
longer divide and conquer under an induced infringement theory
following the Federal Circuit’s decision. ®
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