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- Tools of the trade
exemption in an
agricultural context

Non-profit organization lacks standing to
challenge classification and use of downed
animals

The United States District Court for the Southern District of New York has dismissed an
action in which the plaintiffs sought a declaratory judgment that would have required the
USDA to classify all downed animals as “adulterated” pursuant to federal law and an
injunction that would have prevented the use of these animals for human consumption.
Farm Sanctuary, Inc. v. Baur, 212 F.Supp.2d 280, 281 (S.D.N.Y. 2002). The court dismissed
this action because the plaintiffs lacked standing. See id. at 283-85.

In 1998, Farm Sanctuary, Inc. (“Farm Sanctuary”), a non-profit organization that
advocates for the humane treatment of animals, and Michael Baur (“Baur”), the plaintiffs,
filed a petition with the Food and Drug Administration (“FDA”) and the United States
Department of Agriculture (“USDA”) seeking to alter the current USDA classification of
downed animals. See id. 281. They contended that downed animals, ones that cannot
walk without assistance, should qualify as “adulterated” under 21 U.S.C. § 342(a) of the
Federal Food, Drug, and Cosmetic Act (“FFDCA”), 21 U.S.C. §8 301-396, and should not
be used for human consumption. See id. They also argued that the brief inspection of
downed cattle before slaughter increased the likelihood that the food supply would be
exposed to Bovine Spongiform Encephalopathy (BSE), commonly called “mad cow
disease,” as BSE is one of the illnesses that causes animals to collapse. See id. The petition
further stated that “downed animals are often neglected and taken to slaughterhouses in
an inhumane manner.” Id. at 282 (citing plaintiff’s Complaint 713).

The USDA denied the petition on the basis that the plaintiffs relied on the definition
of “adulterated” contained in the Federal Meat Inspection Act (“FMIA”), 21 U.S.C. 88§
601-695, not the definition contained in the FFDCA. See id.

The plaintiffs subsequently brought the present action, and the USDA filed a motion
to have it dismissed for lack of standing. See id. The USDA argued that the plaintiffs
failed to identify an actionable claim as the USDA has no authority to interpret or enforce
the FFDCA. See id. The USDA further argued that its decision to deny the petition was
notarbitrary or capricious. Seeid. Because the district court held that the plaintiffs lacked
standing, they did not address any other issue raised by the USDA. See id.

The court stated that to have standing to sue the federal government, a plaintiff must

Cont.on p.2

Summary judgment motion filed by crop
Insurance agency denied

The United States District Court for the Western District of Tennessee has denied a
motion for summary judgment filed by a crop insurance agency because a genuine issue
of material fact existed as to whether an employee for the insurance agency failed to
procure a crop insurance policy for the plaintiff-farmers. Campbell v. White & Associates
Ins. Agency, Inc., 197 F.Supp.2d 1104, 1009-10 (W.D. Tenn. 2002)).

Plaintiffs, Robert and Janette Campbell, operated several farming operations located
throughout three counties in western Tennessee. See id. at 1106. The defendant, White &
Associates, was an insurance company doing business in Dyersburg and Halls, Tennes-
see. See id. The defendant, Rain and Hail, LLC, had its home office in lowa but conducted
its insurance business in Tennessee by and through White & Associates. See id.

The Campbells obtained a crop insurance policy through White & Associates, as agent
for Rain and Hail, to insure its crops planted in the 1999 crop year. See id. When they
obtained this policy, they did not know the exactamount of acreage that would be planted
on each of their farms located in each of three counties. See id. The plaintiffs claimed that
when Robert Campbell communicated this fact to the agent, Bill Spiller, Spiller told them

Cont.onp. 2
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DOWNED ANIMALS/CONTINUED FROM PAGE 1

establish: “1) that is [sic] has suffered an
injury in fact; 2) that the government’s
action caused that injury; and 3) that the
remedy sought can redress the injury.” See
id. The court also stated that “the injury
alleged must be, for example, distinct and
palpable, and not abstract or conjectural or
hypothetical.” 1d. (citing Allen v. Wright,
468 U.S. 737, 751, (1984)). Furthermore, the
court employed the “zone of interests” test
and required the plaintiffs to show that the
law in question was intended to protect the
plaintiff against the injury alleged. See id.

Although the court accepted the plain-
tiffs’ contention that the imminent threat of
injury is sufficient to grant standing, it did
not recognize that Baur, as a meat-eater,
faced an imminent threat of injury as a
result of consuming BSE-contaminated
meat. See id. at 283-84. Instead, it held
“Baur’s harm is more appropriately classi-
fied as hypothetical rather than imminent”
because there is no evidence of BSE in the
United States and, if it did arrive in the
United States, it is highly unlikely that it
would goundetected and later be consumed
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by Baur. Id. at 283. The courtconcluded that
the “mere fact that the plaintiffs want the
federal government to pursue a particular
regulatory action does not satisfy the stand-
ing requirement .... The USDA has not in-
flicted a cognizable injury on Baur; his
proper recourse is to the legislative branch,
not the judicial branch.” Id.

The court next examined whether Farm
Sanctuary had standing. Seeid. at 284. Farm
Sanctuary argued that its members who
inspect slaughterhouses suffered mental
injury after observing the treatment of cattle.
See id. The USDA did not dispute the fact
that the Farm Sanctuary’s members were
injured. See id. Instead, they argued that
the plaintiffs’ injuries were outside the zone
of interest protected by the FMIA. See id.
The court agreed and held that “[t]he fact
that Farm Sanctuary is acting on behalf of
the common good does not mean that its
injury is the harm that Congress intended
to protect under the statute.” Id. In addi-
tion, the court stated that “[i]f Farm
Sanctuary’s claim was held to be within the
zone of interests protected by the FMIA,
then any plaintiff claiming to sue in the

public interest would have standing, thus
depriving the zone of interests test of its
meaning.” Id. at 285. The court concluded
by stating that the purpose of the FMIA is
to protect the food supply and not to regu-
late the humane treatment of animals. See

id.
—Patricia Farnese, Graduate Fellow,
University of Arkansas LL.M. Program in
Agricultural Law

This material is based on work supported by the
U.S. Department of Agriculture under Agree-
ment No. 59-8201-9-115. Any opinions, find-
ings, conclusions or recommendations ex-
pressed in this article are those of the author
and do not necessarily reflect the view of the
U.S. Department of Agriculture.
The National AgLaw Center is a
federally funded research institution
located at the University of Arkansas
School of Law
Web site:
www.NationalAgLawCenter.org -
Phone: (479)575-7646 - Email:
NCALRI@uark.edu

CROP INSURANCE/Continued from page 1
“‘to more or less not worry about it.”” Id.
(quoting Dep. of Robert T. Campbell at
p.14). The plaintiffs claimed that Spiller
told them it was not necessary to have the
acreage amounts at that time because he
would collect that information from the
Farm Service Agency (“FSA”) files after
Robert Campbell certified his acreage with
the FSA by July 15", See id.

Prior to the July 15" deadline, the plain-
tiffs certified the actual acreage planted on
all of their farms except one, Farm No.
3310. See id. Robert Campbell told the FSA
agent that he did not yet know what the
actual acreage was for Farm No. 3310. See
id. Campbell signed a form showing that he
had certified Farm No. 3310, and that “it
was understood that the FSA would fill in
the acreage after the measurement was
performed.” Id. (citing Dep. of Robert T.
Campbell at p. 12). The measurement of
planted acreage for Farm No. 3310 was
recorded with the FSA on November 3,
1999. See id. at 1107.

Robert Campbell testified that he knew
he was required to report his planted acre-
age by a certain date, but that he did not
know that the information had to be re-
ported to other parties. See id. He also
testified that his understanding was that
“if he reported the information to the FSA
office, the insurance company would in
turn obtain the information from the
agency.” Id. (citing Dep. of Robert T.
Campbell at p. 11). He admitted that there
was no way a person-including the insur-
ance agent—could have discovered on July
15, 1999, the amount of acreage planted on

Farm No. 3310. See id.

The plaintiffs submitted crop loss claims
for several of their farms, including Farm
No. 3310. See id. The insurance company
paid or gave credit for the all of the plain-
tiffs’ loss claims except for those losses
derived from crops planted on Farm No.
3310. Id. An adjuster from Rain and Hail
informed the plaintiffs that Farm No. 3310
was not covered by the insurance policy.
See id. Campbell testified that he “was not
aware there was a problem with the insur-
ance on Farm No. 3310 until he was in-
formed by an adjuster for Rain and Hail
that that particular farm was not covered
under the policy.” Id.

The plaintiffs claimed that, after this con-
versation with the adjuster from Rain and
Hail, Robert Campbell contacted Spiller
about the matter and was assured that
“‘this wasn’t a problem; that this could be
corrected. Nothing to worry about.” Id.
(quoting Dep. of Robert T. Campbell at pp.
25-26).

Rain and Hail denied the loss claim for
Farm No. 3310 because the number of acres
planted was not reported in a timely fash-
ion. See id. The plaintiffs brought an action
against the defendants alleging “negli-
gence and/or breach of contract.” Id. The
plaintiffs asserted that White & Associates
“offered to obtainrelevantinformation con-
cerning plaintiff’'s operations and, based
upon that information, procure insurance
to cover any loss sustained by the plaintiffs
in 1999.” Id. The plaintiffs also asserted
thatthe insurance agency’s failure to obtain

Cont.onp. 3
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information with respect to Farm No. 3310
“resulted in a loss that would have been
covered by insurance had the applications
been correct.” Id.

This ensuing lawsuit centered on White
and Associates’ argument that it was not
liable to the plaintiffs pursuant to Tenn.
Code Ann. § 56-6-147 (2000 Repl.) because
it was “only acting on behalf of its princi-
pal, Rain and Hail.” Id. at 1107. Tenn. Code
Ann. § 56-6-147 provides that:

Every insurance agent or limited insur-

ance representative who solicits or nego-

tiates an application for insurance of any
kind shall, in any controversy arising
from the application for insurance or any
policy issued in connection therewith
between the insured or insured’s benefi-
ciary and the insurer, be regarded as the
agent of the insurer and not the insured
or insured’s beneficiary. This provision
shall not affect the apparent authority of
an agent. Id. at 1107-08. (citing Royal

Surplus Lines, Ins. v. Sofomor Danek Group,

190 F.R.D. 463, 470 (W.D. Tenn. 1990)

(observing that this statute “‘was in-

tended to protect consumers by binding

insurance companies to the representa-
tives of local, sometimes unethical, so-
licitors’)).

The district court explained that Tennes-
see courts adhered to the general rule that
“‘anagentor broker of insurance who, with

a view to compensation for his services,
undertakes to procure insurance for an-
other, and unjustifiably and through his
fault or neglect, fails to do so, will be held
liableforany damage resulting therefrom.””
Id. at 1108 (quoting Massengale v. Hicks, 639
S.w.2d 659, 660 (Tenn. Ct. App. 1982) (cit-
ing Wood v. Norman, Hayes & Dixon Ins.
Agency, 905 S.W.2d 559 (Tenn. 1995) (stat-
ing that “‘[i]t is well established that an
insurance agent employed to maintain in-
surance coverage for a client may be held
liable on a negligence theory if the agent
fails to use reasonable care and diligence in
continuing the insurance, either by obtain-
ing a renewal or replacement policy or by
properly maintaining an existing policy’”)
and Magnavox Co. v. Boles & Hite Constr. Co,
585 S.W.2d 622, 627 (Tenn. Ct. App. 1979)
(noting that “*when [agent] undertook to
provide [insured] with complete liability
coverage he had a duty to ascertain the
required coverages’)). Id.

The court rejected White and Associate’s
argument that “this is not a lawsuit in
which cases for negligent failure to procure
insurance are applicable because there was
apolicy in full force and effect at the time of
the loss upon which the suitwas based.” Id.
The court stated it, “regretfully, does not
follow defendant’s logic. While there cer-
tainly was a crop insurance policy in effect,
there was no coverage for Farm No. 3310.”
Id. The court added that “[t]his lack of
coverage was ... the result of the agency’s

failure to procure insurance covering the
parcel as plaintiffs intended.” Id.

The court stated that “[iJn sum, and upon
review of the applicable Tennessee law, the
court does not agree with White & Associ-
ates that it cannot, as a matter of law,
remain as a defendant in this lawsuit.” 1d.
at 1109. The court added that “[i]t is further
the opinion of the court that, viewing the
evidence in the light most favorable to the
plaintiff, a finder of fact could conclude
that Spiller did in fact agree to procure crop
insurance for Campbell to cover all of his
fields, including that designated as Farm
No. 3310.” Id. at 1109-10. Thus, the court
concluded that summary judgment was
not appropriate. See id. at 1110.

—Harrison Pittman, University of
Arkansas, Fayetteville, AR
This material is based on work supported by the
U.S. Department of Agriculture under Agree-
ment No. 59-8201-9-115. Any opinions, find-
ings, conclusions or recommendations ex-
pressed in this article are those of the author
and do not necessarily reflect the view of the
U.S. Department of Agriculture.
The National AgLaw Center is a
federally funded research institution
located at the University of Arkansas
School of Law
Web site:
www.NationalAgLawCenter.org
Phone: (479)575-7646 « Email:
NCALRI@uark.edu
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ments required of farmers choosing to
purchase Roundup ready seed. Monsanto
v. McFarling, 302 F.3d 1291, _ , 2002 U.S.
App. LEXIS 17588, at *17 (Fed. Cir. 2002).

% Monsanto v. Trantham, 156 F. Supp. 2d
855, 866 (W.D. Tenn. 2001).

3 Monsanto v. McFarling, 302 F.3d 1291,
_,2002 U.S. App. LEXIS 17588, at *16
(Fed. Cir. 2002).

4 Monsanto v. McFarling, 302 F.3d 1291,
_,2002 U.S. App. LEXIS 17588, at *16
(Fed. Cir. 2002).

‘15 U.S.C.A. 82 (West 1997).

42 Monsanto v. Trantham, 156 F. Supp. 2d
855, 861 (W.D. Tenn. 2001), citing Aspen
Skiing Co. v. Aspen Highlands Skiing Corp.,
472 U.S. 585, 596 n. 19, 86 L. Ed. 2d 467,
105 S. Ct. 2847 (1985).

4 The court noted that seed companies
owned by Monsanto had between 20%
and 30% of the U.S. soybean seed sales; it
also noted that Roundup Ready beans
were planted on about 67% of the U.S.
soybean acreage in the 2000 growing sea-
son, but the seed for these acres were sold
by Monsanto’s seed companies and com-
peting seed companies towhom Monsanto
had licensed its Roundup Ready technol-
ogy. See Monsanto v. Trantham, 156 F.

Supp. 2d 855, 863-64 (W.D. Tenn. 2001).

4 Monsanto v. Trantham, 156 F. Supp.
2d 855,864 (W.D.Tenn.2001). Monsanto’s
motions to dismiss counterclaims for at-
tempted monopolization and conspiracy
to monopolize were also granted. Id. at
865.

4 Monsanto v. McFarling, 302 F.3d 1291,
_,2002 U.S. App. LEXIS 17588, at *15
(Fed. Cir. 2002). The quoted language is
from Abbott Labs. v. Brennan, 952 F.2d
1346, 1354, (Fed. Cir. 1991).

4 Monsanto v. McFarling, 302 F.3d 1291,
_,2002 U.S. App. LEXIS 17588, at *19
(Fed. Cir. 2002).

47 Monsanto v. Trantham, 156 F. Supp. 2d
855, 866 at n. 5 (W.D. Tenn. 2001).

4 Monsanto v. Trantham, 156 F. Supp. 2d
855, 859 at n. 2 (W.D. Tenn. 2001).

4 Monsanto v. Trantham, 156 F. Supp. 2d
855,871 (W.D. Tenn. 2001). Mr. Trantham
also argued that Monsanto granted him
an implied license to use the Roundup
Ready beans when the dealer forged his
signature. The court observed that (1) Mr.
Trantham had admitted being told by the
seed dealer that the technology agree-
ment had to be signed before the seed
could be used, and (2) the bags of seed

purchased by Mr. Trantham stated that a
separate licensing agreement must be
obtained before the seeds could be used in
any way. The court concluded that the
grant of an implied license to use the
seeds should not be inferred. Id. at 870.

%35 U.S.C. A. 8271 (West 2001). Also,
if Farmer B sold his beans to Farmer A
(who would later plant them), Farmer B
has violated his own technology agree-
ment with Monsanto, even if Farmer A
has not.

51 Daniel Charles, Lords of the Harvest
187 (2001).

52 See Daniel Charles, Lords of the Har-
vest 190 (2001).

53156 F. Supp. 2d 855 (W.D. Tenn. 2001).

302 F.3d 1291, 2002 U.S. App. LEXIS
17588 (Fed. Cir. 2002).

% See Pew Initiative on Food and Bio-
technology, Harvest on the Horizon: Future
Uses of Agricultural Biotechnology (2001),
available at http://pewagbiotech.org/re-
search/harvest/ (visited October 15, 2002).

% See Jay P. Kesan, Intellectual Property
Protection and Agricultural Biotechnology: A
Multidisciplinary Perspective, 44 American
Behavioral Scientist464,487-492 (2000) (dis-
cussingeconomicand philosophical ration-
ales for intellectual property protection).
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Can farmers save Roundup Ready® beans for seed?

McFarling and Trantham cases say “no”

By Donald L. Uchtmann*

Can farmers save Roundup Ready®
beans! for seed without being liable for
patentinfringementor breach of contract?
The answer was “No” in Monsanto v.
McFarling,? decided August 23, 2002, by
the U.S. Court of Appeals for the Federal
Circuit, and Monsanto v. Trantham,® a fed-
eral district court case decided in 2001.

Why does it matter? If farmers saved
seeds from their harvest of Roundup
Ready® soybeansand planted those seeds
the next year, the farmers could (a) avoid
paying the technology fee (e.g., $6.50 per
bag of purchased seed), and (b) produce a
new crop comparable to one grown from
purchased seeds.* Understandably, many
farmers would like to save Roundup
Ready® seed, if they could do so without
liability for patent infringement or breach
of contract. To counter this desire,
Monsanto relies on legal barriers to sav-
ing seed. It justifies its enforcement ac-
tions by noting that the development of
genetically engineered seeds, like
Roundup Ready® seeds, takes millions of
dollars. If a company is to recover its
research and development costs, it must
prevent the new technology from becom-
ing a free good (via saving seed) after just
one planting season.’

This article (a) discusses two legal bar-
riers to saving seed, i.e., utility patents
and restrictive contractlanguage, (b) sum-
marizes McFarling and Trantham, and (c)
reviews the primary arguments of the
farmer-defendants in attempting to jus-
tify saving seed. The article concludes
that U.S. farmers may dislike these legal
barrierstosaving Roundup Ready® beans
for seed, but the legal barriers are being
upheld by federal courts.

Key legal barriers to saving seed
Utility patents

A utility patent provides the right to
exclude others from making, selling, or
using within the United States the pat-
ented invention for twenty years from the
date the utility patent application was
filed.® Can utility patents be issued for
novel life forms? In the 1980 case of Dia-
mond v. Chakrabarty” the U.S. Supreme
specifically held thata utility patent could
be issued for a man-made, oil-eating mi-

Donald L. Uchtmann is Professor of Agricul-
tural Law, Department of Agricultural and
Consumer Economics, University of Illinois.
He is a former President of the American
Agricultural Law Association.

croorganism. Inabroader sense, the court
declared that utility patents could be is-
sued for life forms from nature **(i.e.,
"products of nature") if they are in some
way altered by human hands.

What about plants? In J.E.M. Ag Supply
v. Pioneer Hi-Bred International, Inc.,® de-
cided by the U.S. Supreme Court in De-
cember 2001, the petitioner argued that
utility patents could not be issued for
plants because the Plant Variety Protec-
tion Act® (for sexually reproducing plants
like corn and soybeans) and the Plant
Patent Act' (for plants reproducing asexu-
ally, e.g., through grafting) were the exclu-
sive federal statutory tools for acquiring
patent-like protection for plants. The Su-
preme Court disagreed and held that util-
ity patents could be issued for plants.*
For corn or soybeans, the ruling is signifi-
cant because utility patents provide more
extensive coverage and greater protection
to the inventor than the Plant Variety
Protection Act.??

Monsanto’s utility patents cover the
glyphosate-tolerant plants (Roundup
Ready® plants), the genetically modified
seeds for such plants, the specific modi-
fied genes, and the method of producing
the genetically modified plants.** Using
or selling Roundup Ready® soybeans,
seeds, or genes within the territorial
boundaries of the United States without
authority from Monsanto is an infringe-
ment of Monsanto’s patent rights. The
infringement may be enjoined; also, the
infringer is liable for not less than a rea-
sonable royalty for use of the technology
(or possibly three times the compensatory
award, e.g., where the infringement was
willful) and, in some cases, for reasonable
attorney fees.'

Contract provisions

A “no saved seed” clause iscommon in
the agreements (licenses) that farmers
mustsignasaconditionforusing Roundup
Ready® seeds. For example, a 1998 Tech-
nology Agreement for Roundup Ready®
soybean seeds required that the seeds be
used “for plantingacommercial crop only
in a single season,” and directed the lic-
ensee-grower not to “save any crop pro-
duced from this seed for replanting, or
supply saved seeds to anyone for replant-
ing.”*® Such agreements create contrac-
tual barriers to saving seed and may set
forth how damage for breach of the “no
saved seed” provision is to be calculated.

The legal barriers to saving seed clash
with earlier practiceswhere farmerssaved,
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cleaned, and then planted or sold their
saved soybean seeds the following year.
The earlier practices probably made sense
before the age of genetic engineering, but
these practices are arguably not compat-
ible with the need to give companies an
incentive to invest in seed improvements
using the powerful tools of genetic engi-
neering. Acceptance of this cultural
change in agriculture has not come easily
throughout the American heartland.®
Most instances of breach of contract or
patent infringement have undoubtedly
been settled out of court,'” but a few have
resulted in litigation.

Recent federal cases where farmers
saved Roundup Ready® beans for
seed

Monsanto v. Trantham®® and Monsanto v.
McFarling® are recent federal court cases
where farmers saved Roundup Ready®
beansfor planting, were sued by Monsanto
for patent infringement or breach of con-
tract, and were not successful in challeng-
ing the legal barriers to saving Roundup
Ready® beans for seed.?

In Trantham, a Tennessee farmer alleg-
edly saved and planted both Roundup
Ready® soybeans and Roundup Ready®
cottonseed. The defendant farmer had
purchased and planted the Roundup
Ready® soybean seeds in 1999, but did
not sign Monsanto’s technology agree-
ment (instead, the local dealer apparently
forged the farmer’ssignature). The farmer
then harvested the 1999 crop, allegedly
saved seeds from the harvest, and alleg-
edly used them to plant his 2000 crop.
Monsanto sued for patent infringement,
since Monsanto had not granted the de-
fendant a license to use the technology.
Mr. Trantham filed counterclaims of mo-
nopolization, attempted monopolization,
conspiracy to monopolize, and unreason-
able restraint of trade. The U.S. District
Courtgranted Monsanto’s motion for sum-
mary judgment on these counterclaims.?

Regarding Monsanto’s patent infringe-
ment claim, the court granted Monsanto’s
motion for expedited discovery, which
allowed Monsanto to enter Defendant’s
land and collect samples of his crops for
testing. Tests performed on the soybean
samples demonstrated that Monsanto’s
patented gene constructs were in 100% of
the samples from eleven fields. The evi-
dence clearly established that Defendant
was using Monsanto’s patented seed tech-
nology in his soybean and cotton fields.
The district court granted summary judg-



ment for Monsanto on its patent infringe-
ment claims; the only remaining issue
was damages.?

In Monsanto v. McFarling,? decided Au-
gust 23, the defendant, a Mississippi
farmer, purchased and planted Roundup
Ready® soybeans in 1997 and 1998. Mr.
McFarling signed Monsanto’s technology
agreement that (a) limited use of the seeds
to “planting a commercial crop only in a
single season,” (b) directed the licensee-
grower not to “save any crop produced
from this seed for replanting, or supply
saved seeds to anyone for replanting,”
and (c) provided for liquidated damages
of 120 times the applicable technology fee.
The farmer saved some Roundup Ready®
beans from his first harvest and planted
them the next season; he repeated this the
second year; he stated he intended to save
seed from his 2000 harvest and plant them
in 2001, unless enjoined by the court.?

Monsanto filed suit in the U.S. District
Court for the Eastern District of Missouri,
alleged patent infringement and breach
of contract, and requested a preliminary
injunction. The district court granted the
preliminary injunction. Defendant ap-
pealed arguing, inter alia, that Monsanto’s
technology agreements were an illegal
restraint on trade and that the patents
were unenforceable. The U.S. Court of
Appeals for the Federal Circuit affirmed
the district court’s grant of the prelimi-
nary injunction.

Mr. McFarling also challenged the fo-
rum selection clause of the technology
agreement. Under this clause, the parties
consented to the exclusive jurisdiction of
the U.S. District Court for the Eastern
District of Missouri, Eastern Division, and
the Circuit Court for the County of St.
Louis, State of Missouri, for all disputes
arising under the agreement. The District
Court held that the forum selection clause
was valid and enforceable. The U.S. Court
of Appeals agreed, but there was a vigor-
ous dissent.?® Further discussion of the
forumselection clause isbeyond the scope
of this article although it was a key issue
before the U.S. Court of Appeals for the
Federal Circuit.

Read together, Trantham and McFarling
identify aset of issues and arguments that
attempt to justify saving seed, notwith-
standing theapparentlegal barriers. None
of these arguments succeeded in court.
These issues and arguments, plus an ad-
ditional strategy that some farmers are
apparently considering, are discussed
below.

Issues in Trantham and McFarling and
arguments attempting to justify saving
seed

Does the Plant Variety Protection Act allow

farmers to save Roundup Ready® seed, even
though Monsanto has utility patent
protection?

The Plant Variety Protection Act
(PVPA),? one tool for protecting intellec-
tual property in plants, contains a
“farmer’s saved seed” exemption that
gives farmers a limited right to save seed
from plants registered under the PVPA.?¢
Mr. McFarling argued that Monsanto’s
prohibitions on saving Roundup Ready®
beans violated the farmer’s saved seed
exemption of the PVPA, since he saved
beans only for his own use the following
season as allowed by the PVPA .2

The U.S. Court of Appeals disagreed. It
concluded that the right to save seed from
plants registered under the PVPA does
not impart the right to save seed from
plants and technologies patented under
the Patent Act:

Utility patents ... provide rights and

privileges that differ from those pro-

vided by Plant Variety Protection cer-

tificates. In J.E.M. Ag Supply, 534 U.S.

124, ... the [U.S. Supreme] Court ... ob-

served that one of the differences ...is

that “there are no exemptions for ...
saving seed under a utility patent.” ¥

Do the doctrines of patent exhaustion and
first sale prevent Monsanto from enforcing
its restrictive agreements and patent rights
in Roundup Ready® beans?

Under the doctrines of patent exhaus-
tion and first sale, a patentee’s control
over the use of a patented device is ex-
hausted by the sale of the device, and no
further restriction can be placed by the
patentee on the buyer’s use of that de-
vice.3* Both Mr. Trantham and Mr.
McFarling argued that once the patented
seedsweresold tothe farmers, Monsanto’s
patent rights on the purchased Roundup
Ready® seeds and their offspring were
exhausted.

In Trantham, the District Court noted
that the doctrine does not apply to an
expressly conditional sale or license. In
such a transaction, the parties have nego-
tiated a price that reflects only the value of
the “use” rights conferred by the paten-
tee.® The court also noted that the trans-
fer of Monsanto’s patented gene technol-
ogy to Mr. Trantham was expressly condi-
tioned onthesigningofthe licensing agree-
ment that prohibited the saving of seed
and restricted use of the seed to a single
growing season. The court concluded that
the doctrine of exhaustion did not bar
Monsanto’s suit against Mr. Trantham for
patent infringement.®® In McFarling, the
U.S. Court of Appeals applied similar rea-
soning.®* The doctrines of patent exhaus-
tionandfirstsale do not preventMonsanto
from enforcing its restrictive agreements

and patent rights in Roundup Ready®
beans.

IsMonsanto’sagreement with all seed dealers,
requiring any customer buying Roundup
Ready® seeds to sign a technology agreement
that prohibits saving seed, an unreasonable
restraint of trade under the Sherman Act?

Under Section 1 of the Sherman Act
“[e]very contract ... in restraint of trade or
commerce ... is hereby declared illegal.” %
Courts construe this section to preclude
only contracts or combinations which “un-
reasonably” restrain competition.* Both
Mr. McFarling and Mr. Trantham argued
that the licensing agreements between
Monsanto and seed companies, all of
which require farmers purchasing
Roundup Ready® seeds to sign agree-
ments prohibiting farmers from saving
seed, are unreasonable restraints on trade
inviolation of Section 1.%” In Trantham, the
court concluded that such arguments,
without evidence of anticompetitive be-
havior, will not supportaclaim for unrea-
sonable restraint of trade.® In McFarling
the appellate court agreed that Mr.
McFarling was unlikely to succeed on his
claims under the Sherman Act.*

Mr. McFarling also argued that the
agreements preventing farmers from sav-
ing seed created an illegal tying arrange-
ment under Section 1. the agreements
required farmers to buy new Roundup
Ready® seeds each year instead of allow-
ing farmers to produce their own seeds
from the prior crop. Under this reasoning,
the tied product is future Roundup
Ready® seed, while the tying product is
the originally purchased Roundup
Ready® seed. The District Court noted
that Mr. McFarling was not required to
buy Roundup Ready® seeds the follow-
ing year; instead, he could buy non-
Roundup Ready® seeds from any seed
company if he were willing to forego the
grower benefits of Roundup Ready®
beans. The U.S. Court of Appeals agreed,
noting that the record did not support the
theory that farmers were required to buy
future patented seeds from Monsanto in
order to buy present patented seeds.*

Is Monsanto guilty of monopolization, at-
tempted monopolization, or conspiracy to
monopolize in violation of the Sherman Act,
thus baring Monsanto’s suit for patent in-
fringement?

Under Section 2 of the Sherman Act,
“[a]lny person who shall monopolize ...
any part of the trade or commerce among
the several states shall be deemed guilty
of afelony ....” * To sustain allegations of
monopolization, a plaintiff must prove
both prongs of the two-pronged test for

Cont.on p.6
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monopoly: (a) defendant’s “possession of
monopoly power in the relevant market,”
and (b) defendant’s “willful acquisition or
maintenance of monopoly power asdistin-
guished from growth or development as a
consequence of a superior product (emphasis
added), business acumen, or historic acci-
dent.”#

In Trantham, the court found that
Monsanto’s share of the U.S. soybean seed
market was 20% to 30%* and that this
share did not represent possession of mo-
nopoly power in a relevant market. The
court also found that the remarkable
growth in Roundup Ready® seed sales
apparently resulted from the perception
that such seeds were a superior product.
Since neither prong of the test for mo-
nopolization had been met, the court
granted Monsanto’s motion to dismiss
the monopolization counterclaim.*

In McFarling, the U.S. Appellate Court
noted the interplay of patent protection
and the concept of monopoly. A buyer’s
desireto purchaseasuperior productdoes
not require benevolent behavior by the
seller of the superior product. Nor doesan
inventor violate the antitrust laws merely
because its patented technology is pre-
ferred by consumers. “The commercial
advantage gained by new technology and
its statutory protection by patent do not
convert the possessor thereof into a pro-
hibited monopolist.”*

Does the high price charged for Roundup
Ready® soybean seeds, especially when com-
pared to the price Monsanto charges for such
seeds in Argentina, bar Monsanto from suing
for patent infringement?

Mr. McFarling complained thatthe price
charged for Roundup Ready® seeds is
high compared to non-Roundup Ready®
seeds. This complaint did not further the
anti-trustarguments, accordingtothe U.S.
Courtof Appeals. The court noted that “in
a market economy ... there is no require-
ment that a patentee must lower his price
to that of the less desired products he
replaces.”

Mr. Trantham argued that Monsanto
engaged in anticompetitive behavior that
hurt U.S. farmers, namely, selling its
Roundup Ready® beans in Argentina at
lower prices and not requiring Argentine
farmers to sign restrictive licensing agree-
ments. The court noted that Monsanto
was not able to secure a patent on the
Roundup Ready®technology insoybeans,
due to changes in the Argentine patent
law. Monsanto, therefore, had to sell
Roundup Ready® seeds in Argentina like
conventional soybean seeds. The fact that
Monsanto requires license terms in the
U.S. where it has a patent, while not re-
quiring the same termsin countries where

it does not have a patent, is not
anticompetitive behavior.*’

If a seed dealer has forged the farmer’s signa-
ture on the technology agreement, does the
doctrine of unclean hands bar Monsanto from
suing for patent infringement?

In Trantham, the seed dealer apparently
signed Mr. Trantham’s name on the tech-
nology agreement.* Mr. Trantham argued
that Monsanto’s claims of patent infringe-
ment were barred by the doctrine of un-
clean hands because the seed dealer,
Monsanto’s agent in selling Roundup
Ready® seeds, forged Mr. Trantham’s
name on the technology agreement. The
court noted that the cases cited by Mr.
Trantham would only bar Monsanto from
suing to enforce the terms of its technol-
ogy agreement, but would not bar
Monsanto from suing for patent infringe-
ment.*

If farmers sell their Roundup Ready® crop
and then acquire beans harvested by another,
do they circumvent the prohibition on plant-
ing saved seed, thereby avoiding liability?

This strategy was not argued in
Trantham or McFarling but came to the
author’s attention this summer. It exem-
plifies the creativity of some farmers in
searching for seemingly lawful ways to
circumventa legal prohibition they do not
like. However, the strategy to plant seeds
saved by another is flawed because the
second legal barrier to saving seeds-the
protection of the utility patent-would still
exist. The farmer would violate
Monsanto’s utility patent protection any-
timethe farmer planted Roundup Ready®
beans without authorization from
Monsanto. Both the farmer planting the
seeds and the party selling the beans to be
used for seed would infringe on
Monsanto’s patent by “making, selling,
or using ... within the United States” the
genetic material protected by a utility
patent, and both could be liable for dam-
ages.®®

Is such a farmer likely to get caught?
Monsanto appears committed to pro-
tectingitsinvestmentin Roundup Ready®
beans, so a farmer saving seed or planting
beans saved by another might very well
get caught. According to author Dan
Charles, Monsanto has published a toll
free number to report “seed piracy” (1-
800 ROUNDUP), received over 1500 tips
through 1999, investigated some 500, and
threatened legal proceedings against 65
farmers.®* Furthermore, grower agree-
mentsconcerning Roundup Ready®beans
contain language authorizing Monsanto
to review Farm Service Agency crop re-
porting information and dealer/retailer
invoices for seed and chemical transac-
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tions; this enhances Monsanto’s ability to
identify unauthorized saved seed. Finally,
farmers who are complying with the “no
saved seed rules” would be at a competi-
tive disadvantage if other farmers could
save seed with impunity; the former may
report fields suspected of being planted
with saved seeds because they believe
aggressive enforcement of the legal barri-
ers to saving seed is the only way to keep
the “playing field” level.®

Summary and conclusion

Two important legal barriers to saving
seed from a Roundup Ready®bean crop
are (a) the intellectual property protection
secured by Monsanto when it acquired
utility patents for Roundup Ready® tech-
nology, and (b) the contract provisions
(licensing agreements) signed by farmers
as a condition of acquiring Roundup
Ready® seeds.

Tworecentcases, Monsantov. Trantham®
and Monsanto v. McFarling,> both decided
in favor of Monsanto, involved farmers
who were caught using saved seeds. The
defendant farmers raised various issues
and advanced numerous arguments to
justify saving seed. In considering these
issues and arguments, the courts con-
cluded, at least as to Mr. Trantham or Mr.
McFarling:

- The right to save seed from plants
registered under the Plant VVariety Protec-
tion Act does not convey to farmers the
right to save seed from plants, like
Roundup Ready® soybeans, that contain
technologies patented under the Patent
Act.

- The doctrines of patent exhaustion
and first sale do not prevent Monsanto
from enforcing its restrictive agreements
and patent rights in Roundup Ready®
beans.

- Monsanto’s agreement with all seed
dealers, that anyone buying Roundup
Ready® seeds must sign a technology
agreement that prohibits saving seed, is
not an unreasonable restraint of trade
under the Sherman Act.

- Allegations that Monsanto is guilty of
monopolization, attempted monopoliza-
tion, or conspiracy tomonopolizeinviola-
tion of the Sherman Act, are not supported
by the evidence.

- Monsanto is not precluded, because
the price of Roundup Ready® soybean
seeds is high (especially when compared
to the price charged in Argentina), from
enforcing its patent rights against U.S.
farmers who saved seed.

- Where a seed dealer has forged the
farmer’s signature on the technology
agreement and this farmer saves seeds,
the doctrine of unclean hands does not bar
Monsanto from suing for patent infringe-
ment (but Monsanto could be barred from



enforcing other terms of the technology
agreement).

Another creative strategy would have a
farmer sell hisRoundup Ready® crop and
then buy beans harvested by another. This
strategy is clearly flawed because farmers
planting the beans, and their suppliers,
could still be liable for patent infringe-
ment.

Although farmers may dislike the legal
barrierstosaving Roundup Ready® beans
for seed, the barriers have been upheld by
federal courts when challenged by farm-
ers who were caught saving beans for
seed. Itappears unlikely that farmers who
disregard the legal barriersto saving seed,
or who plant Roundup Ready® beans ac-
quired from another without authoriza-
tion from Monsanto, can successfully de-
fend such conduct in court, absent new
developments in the law.

At first blush, this appears to be bad
news for an individual farmer. However,
if effective legal barriersto saving seed are
truly a necessary condition for the devel-
opment of new soybean seed technolo-
gies, then the presence of legal barriers to
saving seed may actually be good news
for U.S. farmers generally. The law antici-
pates that innovative seed technologies
will create useful benefits for U.S. farm-
ers, consumers, and society at large.® This
is the quid pro quo for the profits earned by
innovating companies and the justifica-
tion for the legal protections afforded in-
tellectual property.®®
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