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Introduction  

 
“… we believe that when good ideas are shared, great things can happen.”

1
  - Bob Carter, VP of 

Automotive Operations at Toyota (2015) 

 

“.. we believe that open systems win. They lead to more innovation, value, and freedom of choice 

for consumers, and a vibrant, profitable, and competitive ecosystem for businesses.” -- Jonathan 

Rosenberg, Senior Vice President, Product Management, Google (2009)
2
 

 

“We believe that the open source community has been at the forefront of innovation and we are 

taking this action to encourage additional innovation for open platforms.” – IBM patent pledge 

(2005)
3
   

 

The world’s single largest corporate patent owner, IBM, explores different ways of 

making some of its patents freely available, first through a promise not to assert 500 

patents against users of open source software, and then again with the creation of the 

Eco-Patent Commons and early involvement in the Open Invention Network.
4
  IBM is 

joined by Sun Microsystems
5
 and Computer Associates

6
 in promises not to assert selected 

patents against open source software.  Twitter promises to let its inventor-employees 

decide whether to allow infringement suits using their patents,
7
 and a group of 33 

companies sign on to “The Patent Pledge,” agreeing not to use their patents aggressively 

on companies with less than 25 people.
8
  Google announces an “open patent non-

assertion pledge” that includes patents relevant to emerging cloud computing 

technologies.
9
  Tesla, an electric car maker, promises not to initiate patent lawsuits 

                                                        
1
http://corporatenews.pressroom.toyota.com/releases/toyota+fuel+cell+patents+ces+2015.htm. 

2
 http://googleblog.blogspot.com/2009/12/meaning-of-open.html 

3
IBM Statement of Non-Assertion of Named Patents Against OSS, at 

http://www.ibm.com/ibm/licensing/patents/pledgedpatents.pdf.  
4
See IBM Statement of Non-Assertion of Named Patents Against OSS, at 

http://www.ibm.com/ibm/licensing/patents/pledgedpatents.pdf.  See also IBM Pledges 500 US Patents to 

Open Source in Support of Innovation and Open Standards, January 2005 at  https://www-

03.ibm.com/press/us/en/pressrelease/7473.wss (“IBM believes this is the largest pledge ever of patents of 

any kind and represents a major shift in the way IBM manages and deploys its intellectual property (IP) 

portfolio.”). See also Eco-Patent Commons, at 

http://www.ibm.com/ibm/environment/news/ecopatent_announce08.shtml, and Open Invention Network at 

http://www.openinventionnetwork.com.  
5
 http://www.prnewswire.com/news-releases/sun-grants-global-open-source-community-access-to-more-

than-1600-patents-54108987.html 
6
 http://www.cbronline.com/news/ca_delivers_on_open_source_patent_pledge 

7
Twitter’s Innovators Patent Agreement, at https://github.com/twitter/innovators-patent-

agreement/blob/master/innovators-patent-agreement.md  
8
See the Patent Pledge, at  http://www.thepatentpledge.org 

9
 See Open Patent Non-Assertion Pledge, at http://www.google.com/patents/opnpledge/pledge/ 

http://www.ibm.com/ibm/licensing/patents/pledgedpatents.pdf
http://www.ibm.com/ibm/licensing/patents/pledgedpatents.pdf
https://www-03.ibm.com/press/us/en/pressrelease/7473.wss
https://www-03.ibm.com/press/us/en/pressrelease/7473.wss
http://www.ibm.com/ibm/environment/news/ecopatent_announce08.shtml
http://www.openinventionnetwork.com/
https://github.com/twitter/innovators-patent-agreement/blob/master/innovators-patent-agreement.md
https://github.com/twitter/innovators-patent-agreement/blob/master/innovators-patent-agreement.md
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against anyone who, in good faith, uses their technology,
10

 and Toyota promises royalty 

free licenses for over 5,000 fuel cell patents as it launches its hydrogen fuel cell vehicle.
11

  

These pledges are only a sampling of the promises that some patent holders are making 

about the ways in which they will limit the assertion of their patents.
12

   

 

Across a disparate range of emerging technology areas a new variety of private orderings 

is emerging in the shadow of patent law.
13

 A small but growing number of companies, 

including some of the key players in information and communications technology and 

clean energy technologies, are making patent pledges, defined here as voluntary, public 

promises to limit the enforcement of the pledged patents on specified terms and 

conditions.  These patent pledges are the latest variety of private efforts to alter the 

relationship between patents and innovation, typically under the guise of preserving 

various forms and systems of open innovation.
14

    

 

The patent system can create problems for innovation paradigms that rely on the free and 

open sharing of ideas and information, making it both more costly and more difficult to 

sustain open systems of innovation.
15

  The scope and diversity of private orderings of 

patents has been welcomed by many commentators and policymakers as a sign that the 

market will correct for inadequacies in the patent system as new modes of innovation 

emerge.
16

  Patent pools and collective rights organizations form to reduce transaction 

costs and mitigate concerns about patent hold up and patent thickets.
17

  Open source 

licensing and defensive patent pools are used by advocates of open source software, and 

                                                        
10

 See Elon Musk, CEO of Tesla, All Our Patents Belong to You, Tesla blog, June 12, 2014 at 

http://www.teslamotors.com/blog/all-our-patent-are-belong-you 
11

Toyota Opens the Door and Invites the Industry to the Hydrogen Future, January 5, 2015 at  

http://corporatenews.pressroom.toyota.com/releases/toyota+fuel+cell+patents+ces+2015.htm. 
12

For a compilation of patent pledges see J. Contreras, Patent Pledges, Arizona State Law Journal (2015). 
13

For a few of the many earlier examples of private orderings emerging in the shadow of patent law, see 

e.g. Robert Merges, Contracting Into Liability Rules: Intellectual Property Rights and Collective Rights 

Organizations, 84 California Law Review 1293 (1996); Mark Lemley, Intellectual Property Rights and 

Standard-Setting Organizations, 90 California Law Review (online) (2002); REF on patent pools.   
14

Open innovation can mean a variety of different things. In this essay I refer to open innovation as a 

system of innovation that encourages the dissemination and use of discoveries to support further discovery.  

While open source systems of innovation such as that used to produce open source software would fall 

under this definition, open innovation need not entail the free sharing of discoveries.  
15

I explore some of these inadequacies in earlier work on cooperative innovation. See e.g. L. Vertinsky, 

Making Room for Cooperative Innovation, 41 FSU L. REV. 1067 (2014).   
16

See e.g. J. Samuels, The Defensive Patent License and Other Ways to Beat the Patent System, Electric 

Frontier Foundation Blog, June 10, 2012 at https://www.eff.org/deeplinks/2012/06/defensive-patent-

license-and-other-ways-beat-patent-system; D. Cahoy and L. Glenna, Private Ordering and Public Energy 

Innovation Policy, 36 Florida State University Law Review 415 (2009)(suggests that market based 

reordering of patent ownership may promote efficient commercialization in certain alternative fuel 

energies); Jonathan Barnett, Property as Process: How Innovation Markets Select Innovation Regimes," 

119 Yale Law Journal 384 (2009).  For an economic framework examining how firms address problems of 

overlapping patent rights, see e.g. C. Shapiro, Navigating the Patent Thicket: Cross Licenses, Patent Pools, 

and Standard Setting, Innovation Policy and the Economy, 1 (2000), pp. 119-50. 
17

See e.g.  R. Merges, Contracting Into Liability Rules: IP Rights and Collective Rights Organizations, 84 

California Law Review 1293 (1996), 

https://www.eff.org/deeplinks/2012/06/defensive-patent-license-and-other-ways-beat-patent-system
https://www.eff.org/deeplinks/2012/06/defensive-patent-license-and-other-ways-beat-patent-system
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defensive patent pools emerge in other industries to serve other purposes.
18

  Standard 

setting organizations are formed in response to needs for technology standards to support 

interoperability and compatibility in emerging technology areas.
19

  Patent pledges can be 

viewed as simply one more way in which private actors are responding to the challenges 

that patents pose for changing forms of innovation.  While the responses may be efficient 

from the perspective of the private actors making the pledges, however, there is no 

guarantee that these private responses will yield socially beneficial innovation outcomes.  

  

The risks inherent in relying on patent pledges to ensure efficient access to technology 

standards have played out in high profile litigation involving standards for mobile 

technologies.
20

  As a result, pledges made in the context of formal standard setting 

processes are now under review by the Federal Trade Commission (FTC), the 

Department of Justice (DOJ), and the U.S. Patent and Trademark Office (USPTO).
21

  In 

this essay I focus on the neglected subset of patent pledges that are made outside of 

formal standard setting.  I argue that although many of the patent pledges are 

characterized as benevolent efforts to promote open innovation, they bring with them 

risks that the law is not currently equipped to respond to.  I begin by identifying four key 

characteristics of patent pledges occurring outside of formal standard setting that 

distinguish them from other types of patent transactions. I use two examples to illustrate 

how patent pledges are being used by key players in emerging technology areas and to 

highlight potential ramifications of these strategies.  I go on to identify some risks that 

patent pledges may pose for open systems of innovation and I consider if and how patent 

law and policy should respond.   

 

I. Four Key Characteristics of Patent Pledges  

 

There are a spectrum of patent pledges, ranging from the widely discussed patent pledges 

that take place within formal standard setting organizations to informal unilateral 

promises made by patent owners on blogs or in other public forums.
22

  Much of the legal 

analysis and policy discussion about patent pledges focus on pledges made within a 

formal, standard setting process, to the neglect of the diverse range of patent pledges 

occurring outside of standard setting arrangements.  It is this latter group of pledges that I 

focus on in this paper.   

                                                        
18

 See e.g. J. Schultz and J. Urban, Protecting Open Innovation: The Defensive Patent License as a new 

approach to Patent Threats, Transaction Costs, and Tactical Disarmament, 26 Harvard Journal of Law and 

Technology 2 (2012). 
19

See e.g. J. Wright, SSOs, FRAND, and Antitrust: Lessons from the Economics of Incomplete Contracts, 

at https://www.ftc.gov/sites/default/files/documents/public_statements/ssos-frand-and-antitrust-lessons-

economics-incomplete-contracts/130912cpip.pdf (examines role of standard setting organizations in 

facilitating innovation). 
20

 See e.g. M. Carrier, A Roadmap to the Smartphone Patent Wars and FRAND Licensing, CPI Antitrust 

Chronicle, Vol. 2, April 2012.   
21

 See e.g. USPTO and DOJ Policy Statement on Remedies for Standard-Essential Patents Subject to 

Voluntary F/RAND Commitments, January 8, 2013 at http://www.uspto.gov/about/offices/ogc/Final_DOJ-

PTO_Policy_Statement_on_FRAND_SEPs_1-8-13.pdf.  
22

See J. Contreras, Patent Pledges, Arizona State Law Journal (2015)(offers a taxonomy of patent pledge 

structures, content and settings and identifies common goals and objectives of firms making pledges).  
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Unilateral pledges to make specified patents available for free within the limits identified 

in the pledge are a relatively new but growing phenomenon.
23

  Many of the earliest 

pledges of this kind cover software patents and have focused on facilitating the 

development and use of open source software.
24

  More recently, patent pledges have been 

directed to emerging technology areas such as cloud computing and clean energy 

technologies.
25

  These patent pledges share four distinctive characteristics that are 

relevant to assessing the likely impact of these pledges on innovation.  Patent pledges are: 

(1) voluntary, unilateral promises made to the public; (2) promises to limit the assertion 

of specified patents without charge– making the patents freely available on specified 

terms while retaining control over the patents; (3) subject to defensive termination in 

response to patent infringement suits; and (4) characterized as mission driven, with an 

announced purpose or intended goal that either directly or indirectly supports open 

innovation.  

 

The first characteristic is perhaps the most distinctive feature of patent pledges.  The fact 

that the pledge is made unilaterally leaves the design of the pledge and the medium in 

which it is made solely in the hands of the patent owner.  Pledges can be communicated 

through widely accessible mediums at low cost and with complete control over the terms 

of the pledge.  Often the pledges are made on company blogs or through company press 

releases or statements to the media.  Many of the promises, such as IBM’s promise not to 

assert specified patents against developers and users of open source software, are made to 

the public at large.  Others, such as pledges made by Tesla and Toyota in connection with 

their electric car technologies, are announced to the public but limited in scope to distinct 

groups of users.  The statements are often very short and informal, without attention to all 

of the details that would normally go into a licensing arrangement, and no negotiation is 

required or expected, although a few pledges require the recipient to enter into a written 

license agreement.  While the potential for litigation over the nature and scope of the 

pledges might increase the cost of patent pledges, questions about whether they are 

legally enforceability in the first place may deter challengers.  Patent pledges thus 

provide a cheap, easy, low commitment way for the patent holder to communicate 

general intentions regarding patent enforcement to the public, often garnering positive 

publicity along the way.  

 

Second, the pledge is intended to limit the assertion of specified patents without charge.  

In many cases the pledge is unconditional in the sense that there is no required payment 

or obligation on the party interested in using the invention covered by the patent, with the 

exception of the defensive provisions discussed below.  The pledges thus offer a way of 

making the pledged patents freely available without relinquishing control over the 

patents.  This can be contrasted with putting the patents in the public domain, in which 

control by the patent owner is lost, and with decisions not to apply for patents in the first 

place.  It can also be contrasted with traditional cross-licensing arrangements, in which 

                                                        
23

J. Contreras, Patent Pledges, Arizona State Law Journal (2015).  
24

See e.g. D. Peters, Understanding Patent Pledges: An Overview of Legal Considerations, Open Source 

Development Labs working paper, 2006 at http://www.patent-

commons.org/publications/OSDL_Whitepaper_Final_final_4-12-06.pdf;  
25

 See the description of the patent pledge landscape provided in Contreras, Patent Pledges (2014). 

http://www.patent-commons.org/publications/OSDL_Whitepaper_Final_final_4-12-06.pdf
http://www.patent-commons.org/publications/OSDL_Whitepaper_Final_final_4-12-06.pdf
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parties bargain over their exchange of promises and assume ongoing obligations to each 

other.  The allure associated with things that appear to be free may increase the market 

impact of these pledges by making technology paths associated with “free” patents 

appear more attractive than justified by the pledge.
26

      

 

Third, almost all of the patent pledges include a defensive provision that terminates the 

license provided to any third party that brings a patent infringement suit against the 

pledger or, in some cases, against other parties the pledger is interested in protecting.  

The pledge provides the patent holder with an easy way of signaling the likelihood of a 

return patent infringement suit against any users of the inventions covered by the pledged 

patents.  Patent pledges provide a decentralized alternative to the more formal, organized 

pooling of patents for defensive purposes that characterizes the Open Invention Network 

or the Patent Commons, as well as the much larger defensive patent aggregators such as 

RPX Corporation
27

 and Allied Security Trust.
28

 Ironically, in some cases making a patent 

pledge may signal a more rather than a less aggressive stance on patenting.  Google has 

long followed a general philosophy in support of open source innovation and against 

software patents, but Google’s exponential increase in patenting along with its carefully 

constructed promises not to assert specified patents unless itself threatened could be 

interpreted as a more, rather than a less, aggressive patent stance.
29

    

 

Fourth, the pledges are promoted as and tailored around the advancement of a socially 

beneficial mission that either directly or indirectly supports open innovation. While open 

innovation has many meanings, it refers generally to a system of intellectual production 

that encourages flows of knowledge and information across organizational boundaries.  

Open source innovation, in which discoveries and information are shared freely, is an 

important subset of open innovation.  Many of the current patent pledges are 

characterized as ways of limiting the negative effects of patents on open source 

innovation, supporting open source innovation either as a goal in itself or as the best way 

of addressing a public need such as protecting the environment.  Tying the pledges to a 

goal that is perceived as socially beneficial can have important implications for choices 

that industry participants, including developers and consumers, make between competing 

technology paths and products.   

 

Google has been at the forefront in promoting an open innovation system approach to 

Internet technologies.
30

  In its official blog, Google describes its meaning of open in 

terms of a commitment to (1) open technology –defined in terms of open source and open 

standards, and (2) open information, meaning transparency about what information is 

                                                        
26

 See e.g. M. Gal and D. Rubinfeld, The Hidden Cost of Free Goods: Implications for Antitrust 

Enforcement, ssrn working paper (2014)(discusses studies illustrating the behavioral impact of offering 

something for free). 
27

 http://www.rpxcorp.com 
28

 http://www.alliedsecuritytrust.com 
29

See A. Regalado, Google’s Growing Patent Stockpile, MIT Technology Review, November 29, 2013 at  

http://www.technologyreview.com/news/521946/googles-growing-patent-stockpile/. 
30

J. Rosenberg, The Meaning of Open, December 21, 2009, Official Google blog post, at  

http://googleblog.blogspot.com/2009/12/meaning-of-open.html 



6 
 

collected about users and how it is used.
 31

  Google’s first patent pledge was described by 

Google on its official blog as “[t]aking a stand on open source and patents.”
32

 The Google 

patent pledges are promoted as a way of embodying “a consistent commitment to open” 

as well as an effort to “lead by example and encourage other companies and industries to 

adopt the same commitment.”
33

 Tesla also takes an open source innovation stance, 

although one firmly tied to the advancement of electric vehicles, announcing that Tesla’s 

wall of patents “have been removed, in the spirit of the open source movement, for the 

advancement of electric vehicle technology.”
34

  Tesla invests heavily in its image and has 

been rewarded with a very loyal customer base that is willing and able to purchase its 

pricey electric cars.
35

  Other companies have varied in choosing to define, or leave 

undefined, their views on what the open innovation they endorse actually entails.   

 

Taken together, the four characteristics described above make patent pledges a unique 

form of private ordering of patents.  At first glance, the combination of characteristics 

would seem to make patent pledges useful in reducing the costs of patents in systems of 

open innovation.  They have the benefit of being cheap, low cost ways of making 

patented technology widely accessible.  They can be used to deter patent litigation in 

areas of open source innovation that might not otherwise survive.  Platform technologies 

benefit from open source approaches that allow third parties to easily access and build 

upon the platform.  Closer study suggests, however, that the effects of patent pledges on 

open innovation may be more complicated. 

  

II.  Patent Pledges as Innovation Strategies: Two Examples  

 

The following two examples illustrate the distinctive characteristics of pledges and frame 

the discussion of risks that follows. The first example describes the highly publicized 

promises made by Tesla Motors, Inc. and Toyota Motor Corporation to make certain 

patents relating to electric cars freely available on specified terms and conditions.  The 

second example involves patent pledges made by some of the largest players in emerging 

cloud computing technologies, including Google, IBM, and Microsoft.
36

  

 

A.  Electric Cars  
 

In June 2014 Tesla, the American producer of the first fully electric sports car, made the 

news with a public announcement from Tesla CEO Elon Musk that “All our Patents Are 

                                                        
31

J. Rosenberg, The Meaning of Open, December 21, 2009, Official Google blog post, at  

http://googleblog.blogspot.com/2009/12/meaning-of-open.html 
32

 Google official blog, Taking a stand on open source and patents, March 28, 2013 at http://google-

opensource.blogspot.com/2013/03/taking-stand-on-open-source-and-patents.html (describing importance of 

open source software as foundation for innovation in many areas, such as cloud computing, the mobile 

web, and the Internet generally – focus on the value of open platforms, such as the Internet, and threats that 

patents pose for open platforms). 
33

 The Meaning of Open, Google Official Blog, at http://googleblog.blogspot.com/2009/12/meaning-of-

open.html 
34

 http://www.teslamotors.com/blog/all-our-patent-are-belong-you 
35

See e.g. T. Rutter, Why Tesla has the most loyal customers, USA Today, September 6, 2014.  
36

For a description of the competitive landscape of cloud computing, and the largest contenders in this 

landscape, see e.g. Clash of the Clouds, The Economist, October 15, 2009.  

http://google-opensource.blogspot.com/2013/03/taking-stand-on-open-source-and-patents.html
http://google-opensource.blogspot.com/2013/03/taking-stand-on-open-source-and-patents.html
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Belong to You.”
37

  In a blog post, Musk announced that Tesla would “not initiate patent 

lawsuits against anyone who, in good faith, wants to use our technology.”
38

  Tesla’s 

voluntary, unilateral public pledge to limit the assertion of its patents without charge is 

characterized as a commitment to an open source approach to patents, with open patents 

used as a mechanism for advancing the development of electric vehicle technology.  

Rather than focusing on patents as the scarce resource, Tesla claims to focus on the 

talented engineers who will be attracted by this open innovation platform to work on 

Tesla technology.  Here “open” clearly implicates an open source approach to intellectual 

property, in which patents are made available without charge.  The rationale for the 

patent pledge was explained by Tesla’s CEO as a belief that “Tesla, other companies 

making electric cars, and the world would all benefit from a common, rapidly evolving 

technology platform” that Tesla’s patent portfolio would help to support.  

 

Although dramatic in form, the patent pledge is notably short on details, including a term 

and a definition of what constitutes good faith or, more importantly, a lack of good faith.  

From a legal standpoint, the pledge is more like an invitation to negotiate for a royalty 

free license.
39

  Tesla is also taking a defensive position, indicating that its pledge is 

limited to those who act in good faith.  From a public relations standpoint, the publicity 

that the patent pledge attracted was largely positive, with praise from the open source 

community for Tesla’s embrace of an open source philosophy.  From a business 

standpoint, it is clear that Tesla is focusing on the benefits of building a technology 

platform to support electric vehicles based on its battery technology, encouraging more 

people to invest in electric car technology and support the infrastructure needed to make 

electric cars affordable and attractive.
40

  

 

Tesla has placed its bets on electric vehicles that are battery driven and rechargeable, and 

wants to steer the evolution of electric vehicles in this direction.  It has invested in an 

electric vehicle infrastructure that includes Supercharger stations placed at strategic 

locations that are free to Tesla customers and can rapidly recharge Tesla batteries.
41

  

More charging infrastructure will be needed, however, and this will require greater 

demand for recharging stations and therefore more electric car producers who need 

recharging stations.  Tesla also continues to work on its battery technology, and has an 

interest in finding new customers and new uses for its batteries. The patent pledge signals 

a business strategy to compete with big automobile companies through the collaborative, 

open development of an electric vehicle platform compatible with Tesla’s technology, as 

                                                        
37

 http://www.teslamotors.com/blog/all-our-patent-are-belong-you 
38

Elon Musk, All Our Patents Are Belong To You, Tesla Blog, June 12, 2014 at  

http://www.teslamotors.com/blog/all-our-patent-are-belong-you 
39

 See E. Blattberg, Here’s What Tesla’s ‘good faith’ patent stance actually means, VentureBeat, June 14, 

2014 at http://venturebeat.com/2014/06/14/heres-what-teslas-good-faith-patent-stance-actually-means// 
40

 http://www.bbc.com/future/story/20140331-electric-cars-biggest-threat; The Coming Problem with 

Electric Cars – How to Charge Them All, MIT Technology Review, Feb 17, 2014 at  

http://www.technologyreview.com/view/524866/the-coming-problem-with-electric-cars-how-to-charge-

them-all/ 
41

See e.g. D. Sherman, Tesla Across America: How Elon Musk is Building an EV Infrastructure, 

CarandDriver, Oct 2013 at  http://www.caranddriver.com/features/how-tesla-and-elon-musk-are-building-

an-ev-infrastructure-feature (Tesla’s strategy for facilitating the use of electric cars through supercharging 

stations and batter swapping). 

http://www.bbc.com/future/story/20140331-electric-cars-biggest-threat
http://www.caranddriver.com/features/how-tesla-and-elon-musk-are-building-an-ev-infrastructure-feature
http://www.caranddriver.com/features/how-tesla-and-elon-musk-are-building-an-ev-infrastructure-feature
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well as a powerful mode of marketing and public relations that may be useful in 

recruiting talent and public support.
42

 The pledge coincided with Tesla plans to build a $5 

billion dollar “gigafactory” to produce battery kits for electric vehicles.
43

  It also 

coincided roughly with the expiration of a battery-supply deal that Tesla had with 

Toyota.
44

   

 

While the benefits of the pledge for Tesla are uncertain, the patent pledge does not seem 

to be a particularly costly move for the company to make.  Tesla’s revenue comes 

primarily from sales of its electric cars and from marketing electric powertrain 

components such as battery packs, not from licensing its patents.
45

 It does not appear to 

have relied heavily on patents even early in the evolution of its business model.  Tesla 

began as a venture-backed start- up company in Silicon Valley in 2003,
46

 raising 

hundreds of millions of dollars first from the government and then from private 

investors.
47

  Tesla’s first issued U.S. patent was not filed until 2006.
48

  At the time of 

Tesla’s patent pledge in 2014, it had 172 issued US patents and 123 published pending 

US patent applications,
49

 and as of May 2015 it has 220 patents and 248 outstanding 

published patent applications.
50

  This is a relatively small patent portfolio in comparison 

with the patent portfolios relating to electric vehicle technology held by industry 

competitors Toyota, Honda, GM and Ford, and Tesla’s patents do not appear to be of 

significant concern to these competitors.
51

  With a few exceptions the patents in its 

portfolio do not appear to be of major significance in the market for electric vehicle 

technologies more generally, although this could change as the industry evolves.
52 

         

 

Toyota, with its own plans for an electric car – but one based on hydrogen fuel rather 

than an electric battery, announced its own patent pledge in January 2015 at the large 

Consumer Electronics Show 2015 technology conference.
53

  Toyota has been involved in 

                                                        
42

 Matthew Rimmer, Tesla Motors’ Open Source Revolution: Intellectual Property and the Carbon Crisis, 

Medium, 16 June 2014 
43

See M. Ramsey, Tesla Plans $5 Billion Battery Factory, Wall Street Journal, Feb 26, 2014; but see M. 

Ramsey, Will Tesla’s $5 Billion Gigafactory make a battery no one else wants, Wall Street Journal, Friday 

May 15, 2015. 
44

See H. Tabuchi, Seeing Future in Fuel Cells, Toyota Ends Tesla Deal, New York Times, May 12, 2014.  
45

 See Tesla’s SEC filings, at   http://ir.teslamotors.com/sec.cfm. 
46

 http://www.teslamotors.com/about 
47

 M. Stein, The Money Keeps Raining Down on Tesla Motors, Wall Street Journal, Sept. 15, 2009 at 

http://blogs.wsj.com/venturecapital/2009/09/15/the-money-keeps-raining-down-on-tesla-motors/ 
48

See M. Hack, How good are Tesla patents? Who might want a free license?, AmberBlog, July 24, 2014 at 

http://www.ambercite.com/index.php/amberblog/entry/how-good-are-the-tesla-patents-who-might-want-a-

free-license. 
49

http://www.law.berkeley.edu/files/Tesla_Motors_IP_Open_Innovation_and_the_Carbon_Crisis_-

_Matthew_Rimmer.pdf  
50

 http://companyprofiles.justia.com/company/tesla-motors  
51

http://www.law.berkeley.edu/files/Tesla_Motors_IP_Open_Innovation_and_the_Carbon_Crisis_-

_Matthew_Rimmer.pdf  
52

M. Hack, How good are the Tesla Patents? Who might want a free license?, July 24, 2014 at  

http://www.ambercite.com/index.php/amberblog/entry/how-good-are-the-tesla-patents-who-might-want-a-

free-license  
53

 http://www.businesswire.com/news/home/20150105006520/en/Toyota-Opens-Door-Invites-Industry-

Hydrogen-Future#.VQsKF0KbRTE 

http://www.law.berkeley.edu/files/Tesla_Motors_IP_Open_Innovation_and_the_Carbon_Crisis_-_Matthew_Rimmer.pdf
http://www.law.berkeley.edu/files/Tesla_Motors_IP_Open_Innovation_and_the_Carbon_Crisis_-_Matthew_Rimmer.pdf
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research and development of technologies for clean energy transportation for quite some 

time, and it has developed both clean energy cars, such as the hybrid Toyota Prius, as 

well as a large portfolio of patents covering clean vehicle technologies.
54

  Toyota has 

focused its efforts on developing a hydrogen fuel-cell vehicle, the Toyota Mirai.
55

 The 

Mirai is the world’s first mass market all-electric, hydrogen powered car.
56

  The stated 

rationale for Toyota’s pledge was, similar to Tesla’s rationale, based on the need for a 

common technology platform to support hydrogen-powered electric vehicles.  Bob 

Carter, senior vice president of automotive operations, explained that the development of 

the first generation of fuel cell vehicles will require “a concerted effort and 

unconventional collaboration between automakers, government regulators, academia and 

energy providers.”
57

  The growth of fuel-cell cars is held back by the limited 

infrastructure to support filling hydrogen tanks.  Mirai’s sole source of fuel is hydrogen, 

and there are only about a dozen hydrogen fueling stations across the U.S.
58

 The pledge is 

likely intended to encourage adoption of hydrogen fuel cell technology as a platform 

technology, making it more attractive for producers of hydrogen cars and suppliers of the 

necessary hydrogen fuel infrastructure to enter the market.
59

 

 

In its patent pledge Toyota promises royalty-free use of approximately 5,680 fuel cell 

related patents, including critical technologies that were developed for the Toyota Mirai.  

The patents are made available to automakers who will produce and sell fuel cell 

vehicles, fuel parts suppliers and energy companies who establish and operate fuelling 

stations, and companies that develop and introduce fuel cell buses and industrial 

equipment.
60

  Requests from parts suppliers and companies looking to adapt fuel cell 

technology outside of the transportation sector will be evaluated on a case-by-case 

basis.
61

 Companies that want to take advantage of the pledge must enter into a written 

agreement with Toyota. Toyota will request, but will not require, prospective licensees to 

provide licenses to their own fuel cell-related patents for similar royalty-free use.
62

  

                                                        
54

See M. Rimmer, Toyota vs Tesla: Eliminating Patent Trolls to Save the Hydrogen Car, Crikey, January 

15, 2015 http://works.bepress.com/matthew_rimmer/225/ 
55

See M. Rimmer, Toyota vs Tesla: Eliminating Patent Trolls to Save the Hydrogen Car, Crikey, January 

2015 at  http://www.crikey.com.au/2015/01/15/toyota-v-tesla-eliminating-patent-trolls-to-save-the-

hydrogen-car/ 
56

See e.g. D. Harwell, We test drove the Toyota ‘future’ car that  Elon Musk hates,” Washington Post, May 

11, 2015 at http://www.washingtonpost.com/blogs/the-switch/wp/2015/05/11/we-test-drove-the-toyota-

future-car-that-elon-musk-hates/ 
57

 Toyota Opens the Door and Invites the Industry to the Hydrogen Future, Business Wire, January 5, 2015 

http://www.businesswire.com/news/home/20150105006520/en/Toyota-Opens-Door-Invites-Industry-

Hydrogen-Future#.VTqVxxbs9Hh 
58

 See e.g. D. Harwell, We test drove the Toyota ‘future’ car that  Elon Musk hates,” Washington Post, May 

11, 2015 at http://www.washingtonpost.com/blogs/the-switch/wp/2015/05/11/we-test-drove-the-toyota-

future-car-that-elon-musk-hates/ 
59

 W. Cunningham, Toyota kickstarting fuel cell future with patent release, CNET 2015, January 5, 2015 at 

http://www.cnet.com/news/toyota-kickstarting-fuel-cell-future-with-patent-release/ 
60

See Toyota patent pledge, described at  

http://www.businesswire.com/news/home/20150105006520/en/Toyota-Opens-Door-Invites-Industry-

Hydrogen-Future#.VVTwJRbs9Hh 
61

 http://www.businesswire.com/news/home/20150105006520/en/Toyota-Opens-Door-Invites-Industry-

Hydrogen-Future#.VQsKF0KbRTE at paragraph 6. 
62

 Id at paragraph 7 
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Under the terms of Toyota’s pledge, the patents related to fuel cell vehicles will be 

available pursuant to royalty free licenses until the end of 2020, and patents for hydrogen 

production and supply will remain available for royalty free use for an unlimited 

duration.  This means that 5610 of the 5680 patents will only be made available until 

2020 – the period of time that Toyota believes it will take for the first generation of 

hydrogen vehicles will be available to the mass market.
63

  The 70 patents that will be 

made available indefinitely relate to hydrogen production and supply for filling stations, 

critical infrastructure if fuel cell vehicles are to succeed.
64

  While Toyota’s patent pledge 

only encompasses fuel cell-related patents wholly owned by Toyota, a small portion of its 

total patent portfolio of more than 20,500 issued US patents,
 65

 this number dwarfs 

Tesla’s entire patent portfolio.  The pledge marks a distinct change from Toyota’s 

traditional approach to its intellectual property.
66

    

  

The confluence of Tesla and Toyota pledges has been likened to an open patent war, with 

the pledges described as salvos in the competition for alternative clean energy 

transportation technologies.
67

  Both are focusing on the need to support open technology 

platforms as a necessary part of their business models, and are using patent pledges to 

assure market participants that their pledged patents won’t be used to hinder access to 

these technology platforms.
68

  Tesla and Toyota are thus seeking to control the future 

evolution of the electric car industry through unilateral promises to make patents that 

support their respective technology paths freely available – at least for now.    

 

B.  Cloud Computing    
 

Cloud computing is a type of computing that utilizes shared computer resources accessed 

over the internet or through mobile devices – computing resources delivered on-demand 

as a service.
69

  The cloud refers to large data centers, storage units, and servers.
70

 A 

continuing convergence of device hardware, software, and communications technology 

has led to changing industry structures, changing modes of competition, and complex 

                                                        
63

 Id  
64

 Id 
65

 http://companyprofiles.justia.com/company/toyota  
66

See e.g. J. Ellis, Toyota shows countrymen that patent value creation doesn’t have to be about lawsuits, 

IAM, January 12, 2015 at http://www.iam-media.com/Blog/Detail.aspx?g=9c6de837-b370-419a-b5fc-

9306b4e8338c.   
67

See R. Pernick, Tesla, Toyota and the Open Patents: The Hype and the Hope, Clean Edge, March 1, 2015 

at  http://cleanedge.com/views/Tesla-Toyota-and-Open-Patents-The-Hype-and-the-Hope 
68

See J. Contreras, A Market Reliance Theory of FRAND Commitments and Other Patent Pledges, Utah 

Law Review (2014)(argues that pledges are intended to induce the market to invest in and adopt common 

technology platforms or shared industry standards, and argues for a new market reliance theory to secure 

the benefits these pledges offer).  
69

Could computing consists primarily of three services: infrastructure as a service, software as a service, 

and platform as a service, although these categories do not have precise or steadfast boundaries.  See e.g.  

Rackspace Support, Understanding the Cloud Computing Stack: SaaS, PaaS, IaaS, October 22, 2013 at  

http://www.rackspace.com/knowledge_center/whitepaper/understanding-the-cloud-computing-stack-saas-

paas-iaas.  
70

Cloud Computing: Clash of the clouds, The Economist, October 15, 2009 at 

http://www.economist.com/node/14637206 
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products and services that combine multiple types of technology.  Cloud computing has 

accelerated this convergence and increased the complexities of the intellectual property 

environment within which firms in the information and communications technology 

industry compete.
71

 “As the web becomes something that lives through and on the phone, 

and software something handled in a cloud, the clear lines that once defined territories 

and strategies are blurring.”
 72

  “Clouds, wirelessly connected to more software in just 

about everything, make it possible to shift, remix and borrow from once separate 

industrial categories.”
73

 

 

While there are large numbers of firms offering cloud computing services, the industry is 

dominated by a small number of large firms intent on controlling the evolution of the 

industry.  Amazon (with Amazon Web Service), Microsoft (with Azure), Google (with its 

Cloud Platform), and Rackspace and IBM (with OpenStack) are among the top in terms 

of market share and/or market influence.
74

  The business models of these competitors 

vary.  Google earns its revenue largely from advertising, Microsoft depends on software 

sales, Amazon relies on on-line retail sales and hosting services, IBM earns revenues 

from servers and cloud computing infrastructure, and Rackspace earns revenues from 

providing cloud computing and managed hosting services.  Different patent strategies 

accompany these very different business models.  Google leads the field in its 

commitment to, and interest in, an open source internet, but is developing its own cloud 

computing platform. IBM and Rackspace focus on promoting an open source cloud 

platform called OpenStack.
75

  Amazon and Microsoft pursue a primarily proprietary 

intellectual property strategy in conjunction with their proprietary cloud platforms.  

 

In terms of patent positions in cloud computing, IBM and Microsoft have the largest 

patent portfolios, with IBM holding an estimated 1,547 issued US patents and Microsoft 

an estimated 1,020 issued US patents relating to various aspects of cloud computing 

technology.
76

   Amazon (with an estimated 57 issued US patents), Google (with an 

estimated 49 issued US patents), and Apple (with an estimated 49 issued US patents) lag 

far behind in terms of the number, although not necessarily the quality, of patented cloud-

                                                        
71

 Q. Hardy, Cloud Computing is Forcing a Reconsideration of Intellectual Property, New York Times, 

October 11, 2014 at http://bits.blogs.nytimes.com/2014/10/11/cloud-computing-is-forcing-a-rethink-of-

intellectual-property/ 
72

Another Game of Thrones: Google, Apple, Facebook and Amazon are at each other’s throats in all sorts 

of ways, The Economist, Dec 1 2012 at http://www.economist.com/news/21567361-google-apple-

facebook-and-amazon-are-each-others-throats-all-sorts-ways-another-game 
73

 Q. Hardy, Cloud Computing is Forcing a Reconsideration of Intellectual Property, New York Times, 

October 11, 2014 at http://bits.blogs.nytimes.com/2014/10/11/cloud-computing-is-forcing-a-rethink-of-

intellectual-property/ 
74
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course-11  
75

See e.g. P. Judge, Racksapce’s patent warrior: why OpenStack is safe, DatacenterDynamics, November 

19, 2014 at  http://www.datacenterdynamics.com/app-cloud/rackspaces-patent-warrior-why-openstack-is-

safe/91861.fullarticle (discusses Rackspace’s approach to patents).  
76

 M. Shah, Cloud Computing – Will Innovation Stem from Patent Licensing?, PatentVue, February 1, 

2014 at http://patentvue.com/2012/02/01/cloud-computing-will-innovation-stem-from-patent-licensing/ 
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related technologies.
77

  IBM and Google have been the most active in the use of patent 

pledges.   

 

IBM was one of the first companies to make unilateral patent pledges, pledging not to 

assert 500 of its patents against open source software in 2005.
78

   Ironically, the pledge 

coincided with an announcement from the USPTO that IBM was at the top of the list of 

annual patent recipients in the US, for the twelfth consecutive year, and the pledge 

covered less than one percent of IBM’s patent portfolio.
79

 In its patent pledge IBM 

promised the public that “[w]e are pledging the free use of 500 of our U.S. patents, as 

well as all counterparts of these patents issued in other countries, in the development, 

distribution, and use of open source software. We believe that the open source 

community has been at the forefront of innovation and we are taking this action to 

encourage additional innovation for open platforms.”  IBM’s pledge includes a broad 

defensive termination provision allowing it to revoke the pledged license in the event of a 

lawsuit asserting any intellectual property rights against open source software.  IBM’s 

patent pledge, along with earlier pledges made by Red Hat and subsequent pledges made 

by other companies that rely on open source software as part of their business model, are 

designed to protect and promote the development and use of open source software such 

as the Linux operating system.  In the same year as its unilateral patent pledge, IBM was 

one of the founding members of Open Invention Network, a defensive patent pool 

intended to protect Linux and Linux-related open source software through defensive 

cross-licensing.
80

   

 

IBM now advocates an open source approach to cloud computing, with Linux as the open 

source software upon which the cloud should be built.  IBM has provided support for this 

approach to cloud computing by helping to create and fund open cloud communities such 

as OpenStack Foundation.
81

  OpenStack is an open source cloud computing software 

system.  It offers an alternative open source platform to compete with the proprietary 

platforms used by Amazon, Google and Microsoft.
82

  The OpenStack Foundation has 

relied on a defensive licensing strategy to deal with patent threats to the use of 

OpenStack, requiring contributing members to agree to the terms of the Apache 2.0 open 

                                                        
77

 M. Shah, Cloud Computing – Will Innovation Stem from Patent Licensing?, PatentVue, February 1, 
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78

 IBM Statement of Non-Assertion of Named Patents Against OSS, at 
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79
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82
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source license.
83

  The Foundation considered but rejected alternative ways of handling 

patents such as the Google Open Patent Non-Assertion Pledge or the Open Invention 

Network patent cross license.
84

 At the same time as it advocates for an open source cloud 

platform, IBM has continued to amass patents relevant to cloud computing, and holds 

approximately 1,560 cloud patents.
85

  In 2010 IBM launched the project zEnterprise, 

which has been described as an aggressive move by IBM to extend its market power over 

mainframes into cloud computing, with its revenues concentrated in sales of cloud 

computing infrastructure.
86

  

 

Rackspace, which promotes itself as “the open cloud company,”
87

 has been instrumental 

in creating the OpenStack cloud computing platform and promoting it as an open source 

alternative to proprietary cloud technologies.
88

   Instead of relying on defensive patent 

strategies to protect OpenStack, Rackspace is known for its aggressive pursuit of patent 

trolls in its effort to promote and protect an open source cloud platform.
89

  “At 

Rackspace,” they explain on their web site “we believe that an open cloud will create the 

best opportunities for developers and end users.  We also know that most of the 

innovation around computer systems and software now happens in the open source 

community.”
90

 Rackspace, along with Microsoft, has also made prior art pledges - 

pledges to disclose technical information that will be accessible and useful for patent 

examiners in their prior art searches when evaluating patent applications.
91

 

 

Google has made its own patent pledge in support of open innovation in the form of an 

“Open Patent Non-Assertion Pledge.”
92

  The pledge is a promise not to sue any user, 

distributor or developer of free software or open-source software on specified patents 

unless Google is attacked first.  Google makes a point of indicating that it will require 

any subsequent assignee of the pledged patents to agree to abide by the pledge.  Google’s 

first patent pledge, made in March 2013, covered 10 patents relating to MapReduce and 

Hadoop programming models which have applications in cloud computing 
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environments.
93

  This pledge included a controversial patent that covered a form of 

parallel processing utilized in tools like Hadoop which in turn are important to a wide 

range of products and services that rely on big data.
94

  Google’s senior patent counsel 

described Google’s first patent pledge as a commitment to an open Internet.
95

 A later 

pledge included 79 patents relating to essential elements of “big data” that are important 

to the development of cloud computing.
96

  Google acquired these patents from IBM and 

CA Technologies.
97

  A further 152 patents relating to technologies that facilitate speed 

and security on the web and 5 patents relating to MapReduce data-processing technology 

were added in August 2014.
98

    

While Google received positive publicity for its patent pledge, its pledge has notable 

limits, both in terms of the number of patents pledged and the scope of the pledge.  The 

pledge covers free software and open source software only, and it does not extend to any 

proprietary software or hardware that is used in combination with open source software.  

The patents pledged are a tiny fraction of Google’s rapidly growing patent portfolio.  The 

pledge includes a defensive termination provision that sweeps broadly to cover itself, its 

affiliates, and any third party based in whole or part on a product or service developed by 

or on behalf of Google or its affiliates.  Coming from a company that has only recently 

become a patent aggressor, with its involvement in a high profile suit in which its 

subsidiary at the time Motorola Mobility sued Apple for patent infringement,
99

 the patent 

pledge may signal a more rather than a less aggressive approach to patents.  While 

Google continues to advocate publicly for patent reform to limit software patents, it has 

increased its patent filings exponentially over the last decade and is now among the 

largest winner’s of U.S. software patents and the owner of more than 51,000 patents.
100

     

Microsoft has made its own more muted patent pledges, in the form of an open 

specification promise and community promise that apply to developers and customers 

who want to implement specifications identified by Microsoft.
101

  The promises are 

unilateral, voluntary promises to limit the assertion of Microsoft patents against the 

developers and users of certain specifications in order to facilitate the implementation and 

use of these specifications.  The focus is on allowing interoperability with Microsoft 

products and the pledges are carefully crafted to focus on this goal.  
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In this complicated intellectual property landscape it is unclear what the role(s) of patent 

pledges are and how these roles will evolve, but the motivation behind them seems clear.  

Major competitors in the field are interested in having their own respective cloud 

technologies serve as the industry platform, and these competitors vary in terms of how 

open the platform they advocate for is and in terms of where the proprietary features of 

the platform will be concentrated.  Patent pledges are used strategically in competition 

over platform choice and platform control.    

 

These two examples illustrate the ways in which patent pledges may be used to privilege 

certain innovation paths and technology choices over others and to exploit proprietary 

positions and foreclose competition under the guise of promoting open and collaborative 

innovation.   Many of the most significant patent pledges, with significance defined in 

terms of the importance of the company in the technology area implicated and the likely 

importance of the patents to actual or potential industry participants, involve pledges that 

impact the development of platform technologies.
102

 A platform can be defined as a 

technology or group of technologies that provide a base upon which other technologies 

are developed.  The platform will need to conform to a set of standards that allows the 

development of complementary technologies and products and services that are 

compatible with the platform.  For computers, the platform might be the operating system 

and computer hardware, developed to enable software applications.
103

  Facebook became 

a social media platform by enabling and enticing application developers to develop 

applications that build on top of Facebook.
104

  It is no surprise that many of the patent 

pledges, such as the pledges made by Tesla and Toyota and the pledges made by Google, 

IBM and Microsoft, are relevant to choices between alternative technology platforms.    

 

III.  Potential Risks for Open Innovation  

 

Despite their promise to support open innovation, patent pledges may in some cases 

hinder it.  The four characteristics of patent pledges discussed above give rise to some 

potential risks for open systems of innovation.  The unilateral, voluntary nature of the 

pledge allows the patent pledger to carefully control the terms of the pledge with private 

interests in mind while at the same time focusing public attention on a socially acceptable 

mission such as promoting the free sharing of ideas, clean energy, affordable drugs, or 
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open source software.  By making the pledge to the public, or some subset, the patent 

pledger can alter both the actual and perceived price of choosing one technology path 

over others. The use of defensive patenting strategies increases incentives to accumulate 

patents and makes it more difficult for smaller companies to compete.  

 

I focus on four types of risks that patent pledges may pose for the evolution of socially 

beneficial forms of open innovation.  The four risks are: (1) pledges to keep some 

projects “open” may instead be efforts to consolidate control in “closed” phases or stages 

of technological development; (2) obtaining and making available patents in one area 

may be used strategically to foreclose alternative product development or technology 

paths; (3) the use of patent pledges may create entry barriers, particularly for start-up 

companies; and (4) the reliance on patent pledges as mechanisms for preserving open 

innovation may lead to increased patenting.  Patent pledges take on different forms and 

operate in different industry contexts, so not all pledges will pose the same kind of risk, 

or even any risk, to socially beneficial processes of open innovation.  I provide some 

examples to show where and how these risks might emerge and to suggest how the risks 

are connected to the unique characteristics of patent pledges and the contexts in which 

they are made.   

 

First, pledges to keep some projects “open” may instead be efforts to exploit patent rights 

at a later date once investments in technology choices have been made.  Limiting the term 

and number of patents that are included in the patent pledge can be used to encourage 

widespread adoption of a technology while preserving the right to assert either the same 

patents or other related patents covering the technology in the future.  The careful term 

limits of Toyota’s patent pledge illustrate the concerns that might arise down the road if 

Toyota’s electric vehicle technology is adopted as a platform.  Toyota limits the term of 

its pledge for the bulk of its pledged patents to 2020.  The use of pledges to lock in 

technology choices with later intentions of asserting patents that cover these technology 

choices is a variant of the patent hold-up problem.
105

  The risks associated with patent 

hold-up have been widely discussed in the context of patents covering industry standards, 

where holders of patents that are essential to use the standards may have opportunities to 

exploit the market value of the standard and extract supra-competitive royalties.
106

  The 

interventions and remedies discussed in the standard setting context would not apply 

here, however, where the pledges are not made in a formal standard setting context and 

the pledgers are not assuming obligations pursuant to their participation in standard 

setting arrangements.  IBM’s threats to enforce its patents, including two covered by 

IBM’s patent pledge, against TurboHercules, a company that threatened IBM’s strategic 

interests, provides a second example of the limits of patent pledges, illustrating the limits 

of pledges when circumstances, and interests in asserting patent rights, change over 

time.
107

   

                                                        
105
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Patent pledges may also be used to concentrate the proprietary aspects of a technology in 

areas that are controlled by the patent pledger.  By creating expectations that certain 

aspects of technology, and related intellectual property rights, will be made available for 

free, and by making intellectual property in those areas available for free, companies 

might be able to increase the demand for complementary proprietary technology and to 

maintain control over the production process through their proprietary rights in these 

complementary areas. In the context of cloud computing, major competitors Amazon, 

Microsoft and Google have very different business models and sources of comparative 

advantage, and they are interested in concentrating the proprietary aspects of the evolving 

technology in different areas.  Amazon, the market leader, seeks to maintain control over 

its own proprietary cloud computing technology.  Google relies on proprietary rights in 

its search algorithms and on advertising revenue, and it relies on proprietary rights in 

search and ad products while emphasizing the importance of keeping Internet 

technologies open and cloud computing services cheap.
108

   Not surprisingly, Google’s 

patent pledges and emphasis on open source are directed at Internet technologies.  IBM 

maintains a hefty patent portfolio over its hardware and cloud computing infrastructure 

and targets its pledges on promoting an open source cloud computing platform.  

 

Second, obtaining and making available patents in one area may be used strategically to 

foreclose alternative product development or technology paths.  By making patented 

technology covering a particular technology freely available, the cost of using this 

technology drops and the attractiveness of the technology path increases in comparison 

with technologies that entail licensing fees.  The competition between Tesla and Toyota 

for industry adoption of their respective electric vehicle technologies through promises to 

make their respective patents freely available illustrates this strategy at work. The pledges 

made by Tesla and Toyota are also efforts to make innovations in traditional combustible 

fuel engine technologies less attractive, by making the electric vehicle landscape appear 

more glamorous and innovation friendly.  At the extreme, patent pledges can be used in 

ways that are similar to predatory pricing.
109

  If Google, Amazon and Microsoft cut the 

margins they earn from cloud computing low enough, and make their cloud computing 

platforms accessible enough, they may gain control over the market and foreclose the 

development of competing technologies.
110

  While the low costs may be beneficial to 
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consumers, participants may lose interest in innovating in cloud technologies if the 

margins are too low, and there is no guarantee that the prices will stay low for long in a 

concentrated market.  

 

Additional concerns may arise in situations where the patent pledges are being used to 

influence industry choices about standardization.  These concerns will be particularly 

strong in situations where pledges are used to influence industry choices between 

competing technology platforms.  The pledges can operate as private efforts to engage in 

standardization outside of a formal standard setting process, and therefore outside of a 

system that includes industry participation and procedural safeguards.    

 

Third, and closely related, the use of patent pledges may create entry barriers, particularly 

for start-up companies.  This concern arises not just in the context of patent pledges, but 

more generally in industries where the ability to engage in defensive cross-licensing of 

patent portfolios is critical to market success.  Patent pledges are designed to leave the 

patent owner with control over the pledged patents, in contrast to a public domain 

approach to patents.  They are also designed to operate defensively – the license provided 

terminates in the event of bad acts, particularly patent infringement suits by the party 

relying on the pledge.  The pledges operate in ways that are similar to defensive cross-

licensing arrangements, but without the cost of negotiating a cross-license.  This use of 

patent pledges can impact entry in a few different ways.  It can alter the market for 

patents in ways that disadvantage start-up companies that rely on a few key patents to 

attract financing, protect their emerging technology, and exploit through licensing.  It can 

also disadvantage smaller companies that do not have extensive patent portfolios to use in 

defensive cross-licensing arrangements with competitors.  

 

A world in which companies don’t pay royalties to license patents, but instead cross-

license large patent portfolios, is a world in which entry by start-up companies could 

become more difficult.  Many patent pledges are being made by large, established 

companies that likely relied to some extent on patents to acquire their current market 

position.  Toyota has a substantial patent portfolio covering a range of clean energy 

technologies that it can use in cross-licensing arrangements.  Although patents do not 

appear to have played a critical role in Tesla’s growth, they no doubt helped to secure 

venture capital financing,
 111

 and the fact that Tesla is now a dominant player in the 

market may make patenting more critical for subsequent entrants who need to signal their 

comparative value in the market place.  Tesla may also find itself in greater need of 

patents as part of a cross-licensing strategy.  Tesla’s patent pledge indicates that “Tesla 

will not initiate patent lawsuits against anyone who, in god faith, wants to use our 

technology.”
112

   When Tesla CEO Elon Musk was pressed to clarify the meaning of 

“good faith,” he indicated that this provision would essentially bars those users from 

filing patent infringement lawsuits against [Tesla] or trying to produce knockoffs of 

                                                                                                                                                                     
areas. This would leave customers with a stagnant cloud, even after much of the viable competition has 

been squeezed out of business.”) 
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Tesla’s cars.
113

  Some commentators have suggested that Tesla’s patent pledge is really 

an invitation to large automakers to engage in cross-licensing arrangements for electric 

vehicle technologies.
114

  Companies interested in entering the market for clean energy 

vehicles will be at a disadvantage if they lack patent portfolios that can be used as 

protective shields against market competitors.   

 

Entry barriers are clearly a concern in cloud computing as well. The large capital costs 

required to establish a large cloud, one capable of benefitting from network effects and 

scale economies, could pose a large barrier to entry.  Obtaining the kind of cloud 

computing capacity that Amazon, Microsoft, Google and Apple have can cost more than 

$1 billion a year.
115

  While cloud computing may lower barriers to entry in some areas, 

by allowing companies to obtain computing infrastructure from third parties on an as-

needed basis rather than paying for it themselves,
 116

 entry barriers will remain for cloud 

computing platforms and infrastructure.  A proliferation of patents relating to cloud 

computing and a corresponding rise in the prevalence of defensive cross-licensing will 

constitute an additional layer of costs for potential entrants.  Patent pledges may be used 

as part of defensive intellectual property strategies, as well as to alter the areas in which 

there is entry and the areas that remain controlled by large incumbents.  The open source 

cloud computing platform promoted by Rackspace, IBM, and other supporters of 

OpenStack offers smaller companies opportunities to enter the market that would not be 

available in an industry dominated by proprietary cloud platforms.  IBM’s strategy is to 

shift the areas of the market where entry does and does not occur, rather than to open up 

all aspects of the cloud computing market to entry.   

 

Fourth, the reliance on patent pledges as mechanisms for preserving open innovation may 

lead to increased patenting with future risks for the open innovation systems the pledges 

are allegedly designed to protect.  The exponential increase in patenting by Google and 

IBM’s continuing investments in patents on defensive grounds illustrate this concern.  

These companies argue that large patent portfolios are needed to defend open source 

software and other open source platforms.  Even when patents are acquired purely for 

defensive use, there is no guarantee that they will not be sold or transferred to new 

owners, such as patent assertion entities, with different interests and intentions.  

Depending on the scope and enforceability of the pledges, companies may be able to 

assert their patents in the future or in areas that are not covered by the patent pledge.   
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There is also a risk that patent pledges may increase rather than decrease transaction 

costs.  A proliferation of different types of pledges increases the time and energy that 

must be spent determining whether uses of the patented technology are permitted and on 

what terms, as well as creating uncertainty as to whether and for how long patents will 

remain encumbered by the restrictions of the pledge.  The patents that are included in the 

pledges typically represent only a small percentage of the patents held by the pledge 

holder, with no guarantee that there are not other more relevant patents missing from the 

pledge.  Patent pledges also raise questions of legal enforceability and interpretation, and 

many of the patent pledges include a variety of ambiguous provisions.  On the one hand, 

these questions about the scope and enforceability may lead people to ignore the pledges 

altogether, which then limits the effectiveness of this type of private ordering.  On the 

other hand, if there is reliance on these promises and the patents are later asserted, 

disputes are likely to result.   

 

IV.  A patent policy response to patent pledges?   

 

The number of patent pledges is still relatively small, the variation among them is large, 

and our experience with them limited, so few if any conclusions can be drawn as to how 

patent pledges impact innovation.  In this paper I have suggested that there are potential 

risks associated with a growth in patent pledges.  In this section I conclude that the legal 

framework is not equipped to respond to these risks, and I suggest some steps that patent 

policymakers could take to monitor and mitigate these risks.    

 

First, I suggest that patent pledges raise questions that fall within the ambit of patent law 

and policy, and that patent policymakers should therefore explore opportunities for 

responding to problems that patent pledges create as they arise.  Although often brief and 

simply written, patent pledges raise complicated legal issues regarding the interpretation, 

scope, and enforceability of the pledges.
117

 The pledges do not fall neatly into any single 

body of law, and questions about whether and how to regulate what are essentially 

promises to make limited licenses available for free are not easily answered.  At first 

glance the pledges might seem to fall within the ambit of contract law.  Most of the patent 

pledges, however, especially those made outside of a formal standard setting process, 

lack the elements of mutuality and bargained for exchange required to form a legally 

binding contract.  In addition, most of these unilateral pledges include vague and 

ambiguous language and leave out many important details about the scope and duration 

of the promise, providing an additional barrier to any contract claim.  Antitrust law 

focuses largely on situations of patent hold up in the context of standard setting processes 

where a party fails to honor its obligations to license on fair, reasonable and non-
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discriminatory (FRAND) terms or should have made a FRAND pledge but fails to do so, 

and subsequently seeks to extract exorbitant rents on a patent essential to the use of the 

adopted standard.
118

  

 

Patent law also provides little help and, in fact, creates further problems for anybody 

seeking to rely on the pledge and use the pledged technology.  The patent pledge at most 

limits the likelihood of injunctive relief and possibly the damages obtainable from the 

pledged patent by the patent owner who has made the pledge.
  
Patent law does not 

provide a mechanism for ensuring that the patent pledge will follow the patent if it is 

assigned to a new owner or pulled into a bankruptcy proceeding.
119

  Patent law does not 

provide a mechanism for keeping track of the patent pledges or an easy, low cost way of 

enforcing them.      

 

The legal doctrines most helpful to someone who wants to take advantage of the promises 

are those of implied license, equitable estoppel, or laches.
120

  Professor Contreras builds 

on this foundation to argue for a market reliance theory of enforcement, based on the 

premise that pledges are used primarily to support industry standards and open 

technology platforms and that supporting these standardization efforts and the 

interoperability and inter-vendor compatibility that they provide is socially desirable.
121

  

While contract law and antitrust law are likely to play important roles in guiding the 

evolution of the law at this intersection of private promises, and while it is useful to 

explore supplementing theories such as the market reliance theory to support them, I 

argue that patent law also has an important role to play.  It has a role both because of the 

limits of existing legal approaches to patent pledges and because of the impact of patent 

pledges on the public innovation goals that motivate patent law.  As the examples and 

discussion in this paper suggest, patent pledges alter the relationship between patents and 

innovation in ways that challenge standard justification for patent rights and in ways that 

alter the functions that patents are playing in the process of innovation.      

 

Second, I suggest that while in many ways patent pledges are just one more example of 

patents being used to accomplish desired goals of a private patent owner in the market 

place,
122

 there are important differences between patent pledges and the more traditional 

uses of patents by private parties to extract royalties and/or deter competitors from using 

the patented technology.  Using patents purely defensively, or even agreeing not to assert 
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them at all in certain areas, suggests functions for patents that deviate from rewarding the 

creation, disclosure, and development of inventions.
123

 In a world in which patents are 

used only defensively, as mechanisms for increasing the risk and cost of bringing an 

infringement suit against a patent holder, the traditional reward-based justifications for 

patents seem to break down.  Zero pricing of competing patented technologies, and 

defensive threats that limit the ability to assert patents and seek licensing revenues, may 

impede the role of patents in supporting markets for innovation.  Where patents play a 

primarily defensive role, and where it is not individual patents covering a company’s own 

technology but large portfolios of patents that potentially cover the technology of others, 

traditional justifications for patents need to be revisited.   

 

Third, policymakers should avoid piece meal responses to patent pledges, because any 

such responses are likely to sweep both too broadly and too narrowly.  The closest the 

courts have come to examining the intersection of patent pledges and patent law is in the 

context of FRAND-encumbered patents – those patents that are essential to patents and 

encumbered by voluntary commitments to license them on FRAND terms.  The DOJ and 

the USPTO have advocated for limits on the availability of injunctive relief for FRAND 

encumbered patents based on the argument that voluntary consensus standard setting 

activities benefit consumers and are in the public interest, and that FRAND licensing 

practices are important to the standards process.
124

  These recommendations generalize 

too quickly from standard setting disputes in the telecommunications industry and neglect 

industry differences in both how standard setting occurs and the benefits of 

standardization.
125

  Generalizations from patent pledges occurring outside of standard 

setting arrangements may be even harder to make.      

 

Fourth, the priority for patent policymakers should be to collect and study the patent 

pledges that are being made, paying attention to industry differences and to differences 

between pledges made inside of and outside of formal standard setting bodies.  The 

creation of a government sponsored public patent pledge registry with incentives for 

registration has been advocated by scholars such as Professor Contreras.
126

 Many of the 

entities making the pledges may very well have an interest in being included in such 

registries, and a price for admission could include requirements to clarify the scope and 

nature of the pledges. In the absence of state action, a registry could be privately created 

and maintained with the help of crowdsourcing.  Rather than waiting for a public registry, 

Professor Contreras has spearheaded the development of a registry hosted by American 
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University to find, track and categorize patent pledges, and the public is invited to send in 

information about patent pledges that they encounter.
127

 This patent pledge database will 

aid policymakers in evaluating whether and when a further policy response is needed and 

will provide the market with greater awareness of the pledges that have been made and 

their limits.  One scholar has argued for the creation of a registry administered centrally 

by the USPTO modeled roughly on real property title registries,
128

 arguing that such a 

move is necessary to provide a clear, predictable, and low cost way of determining the 

scope and enforceability of pledges and providing for a centralized system of 

enforcement.  This approach presupposes that we want to make these pledges easily and 

broadly enforceable, however, and this remains a question for further study.  

 

Finally, while it is too early to determine whether a change in patent law is needed, let 

alone what that change should be, the above discussion can shed light on how to address 

interesting questions that patent pledges may raise within the existing patent law and 

policy debates.
129

  Three examples include: (1) the implications for current legislation 

impacting patent assertion entities, (2) the applicability of patent misuse doctrine to 

patent pledges, and (3) implications for arguments in support of narrower patents.  First, 

to the extent that patent pledging behavior is functioning in a way that increases 

incentives to obtain patents not needed for a specific technology strategy pursued by the 

patent holder, the effects on secondary patent markets and legislation impacting patent 

assertion entities need to be considered.  Arguments in favor of ensuring that pledges 

follow patents are strengthened when thinking about the possible costs that arise from 

patent assertion entities who obtain these patents in secondary markets.  Second, patent 

misuse has largely focused on situations in which efforts are made to extract royalties 

beyond the term or scope of the patent or to limit competition or extract other benefits 

beyond the scope of the patent.  With patent pledges, promises not to assert patents are 

used to encourage actions that are beyond the scope of the patent.  Analogies can be 

drawn to cross-licensing, where the patent pledges are primarily intended as defensive 

shields.  Where the defensive aspect is missing, analogies can be drawn to the free 

pricing of goods to obtain market advantage either for that good or a related good.  Patent 

misuse doctrine needs to encompass non-use of patents.  Third, the growth in defensive 

patenting, and the use of patent portfolios as ways of deterring patent infringement suits 

rather than monetizing particular inventions, may strengthen arguments for narrower 

patents.  We want to limit ability to obtain broad patents covering technologies that are 

likely to be utilized by other industry actors, counter-acting the incentives to obtain too 

many patents that are not directly related to technologies that the patent holder is 

developing.  These are only a few examples of areas within patent law that may need to 
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be reconsidered in light of changes in the functions that patents play as practices such as 

patent pledges increase and expand.      

 

Conclusion  

 

Patent pledges seem at first glance to be opportunities for private actors to mitigate 

challenges that patents pose for a more open system of innovation.  Whether they are 

directed at supporting open source software, protecting small companies, deterring patent 

trolls, or promoting clean energy technologies, they all involve announced purposes that 

seem attractive from a social welfare perspective.  Closer investigation reveals the very 

limited and uncertain nature of the legal commitments that are being made and the 

potential risks that pledges may create for the very purposes that they are allegedly 

designed to support.  While patent pledges may indeed yield benefits for open systems of 

innovation, patent law and policy should be ready to respond in situations where they do 

not.   


