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The Justification and Scope of the
Copyright Misuse Doctrine and Its
Independence of the Antitrust Laws

Ilan Charnelle*

I. INnTRODUCTION

The copyright misuse doctrine, a defense arising from judicial crea-
tion, allows copyright infringers to escape liability when the copyright
owner has “misused” the rights granted under copyright. This defense
has not been recognized by every circuit, nor has it been explicitly rec-
ognized by the Supreme Court. Perhaps the only reason why these
courts have not recognized the defense is because these courts consider
the copyright misuse defense to be a mere fixture of the antitrust laws
and not worthy of being a separate defense judicially carved out of the
Copyright Act. However, the copyright misuse defense should be rec-
ognized by every circuit and explicitly by the Supreme Court. Strong
debate arises whether it exists independently of the antitrust laws or is
just a mere extension of the antitrust laws.! This question arises be-
cause defendants in copyright infringement cases have asserted the de-
fense when the copyright owner licenses the copyright with certain
restrictions or ties such license with another product or service. The
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United States District Court, Central District of California. I would like to thank my
mother, Diane Kaplan, whose enduring love keeps me going; my brother, Kirk Charnelle,
and sister, Lee Charnelle, whose love and support is everlasting; Leonard and Ginger
Kaplan; Ronald Kaplan; the rest of my family and friends; Professor Robert Lind; Professor
Lawrence Sullivan; Professor Warren Grimes; in memory of my grandparents, especially my
grandmother, Shirley Kaplan, who always believed in me; and in memory of Harold Lynn
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United States Supreme Court has analyzed tying arrangements and re-
strictive licensing arrangements under the scrutiny of the antitrust
laws.2 This article will argue that the copyright misuse defense exists
independently of the antitrust laws. In some instances, the doctrine is
broader than the reach of antitrust thereby providing a defense to copy-
right enforcement in situations where the use of the copyright in such
manner would not violate any antitrust law. Those courts that have
recognized the copyright misuse defense, do so independent of antitrust
laws and principles. Additionally, the article justifies the recognition of
the copyright misuse defense and defines its scope and origins through
analysis of statutory changes and judicial interpretation concerning the
patent misuse defense, which allows the infringer of a patent to escape
liability when the patent owner misuses the rights conferred by the stat-
utory patent grant. This article also defines the scope of the copyright
misuse defense through this article’s discussion of the independence of
the copyright misuse defense from antitrust principles and law. The
shape of the copyright misuse defense is not determined by antitrust
principles and law.

A. The Origin, Scope, and Justification of the Copyright Misuse
Defense

1. The Patent Misuse Defense

The patent misuse defense, recognized by the United States Su-
preme Court® and subsequently modified by Congress,* can serve as a
model for the copyright misuse defense. In Motion Picture Patents
Company v. Universal Film Manufacturing Company, the Supreme
Court first recognized the patent misuse defense.” In this case, the
plaintiff owned a patent that covered a part of the mechanism used in
motion picture exhibiting machines for feeding a film through the ma-
chine with a regular, uniform and accurate movement so as not to ex-
pose the film to excessive strain or wear.® The licensing agreement
required the purchaser of the machine to use it solely with motion pic-
ture films which contained another patent owned by the plaintiff.” The
court stated,

2 Eastman Kodak Co. v. Image Technical Services, Inc., 504 U.S. 451 (1992); United States
v. Loew’s Inc., 371 U.S. 38 (1962).

3 See Motion Picture Patents Co. v. Universal Film Mfg. Co., 243 U.S. 502 (1917); Morton
Salt Co. v. G.S. Suppiger, 314 U.S. 488 (1942).

4 35 US.C. § 271(4)(5).

5 Motion Picture Patents Co., 243 U.S. at 502.

6 Id. at 505.

7 Id. at 506.
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We are convinced that the exclusive right granted in every patent

must be limited to the invention described in the claims of the patent

and that it is not competent for the owner of a patent by notice at-

tached to its machine to, in effect, extend the scope of its patent mo-

nopoly by restricting the use of it to materials necessary in its

operation but which are not part of the patented invention . . .8

The Court found a misuse because the patent owner tried to create
a monopoly in the manufacture and use of films, which was outside the
scope of the patent, and such manufacture and use was not any part of
the patented invention in suit.%

2. The Recognition of a Copyright Misuse Defense Based on
the Recognition of a Patent Misuse Defense is Justified
On Grounds of the Similar Public Policies
Underlying Patent and Copyright Law

The similar public policy goals and interests of both patent and
copyright law justify the extension of the misuse defense to the area of
copyright law.

In Lasercomb America, Inc., v. Reynolds, the Fourth Circuit recog-
nized a copyright misuse defense based on the recognition of the patent
misuse defense.l® Lasercomb America developed a software program
where a designer could use the program to create a template of a card-
board cutout on a computer screen and the software directed the mech-
anized creation of the conforming steel rule die.!® In this case,
defendants copied the software program almost entirely and marketed
the program.? In defense of the infringement, defendants argued cop-
yright misuse based on language in Lasercomb America’s standard li-
censing agreement restricting licensees from creating any of their own
die-making software.!* The duration of the agreement was for ninety-
nine years.!4

In Lasercomb, the court stated that a “misuse of copyright defense
is inherent in the law of copyright just as a misuse of patent defense is
inherent in patent law.”?> The court believed that the similarity of the
rationales underlying the law of patents and the law of copyrights and
the parallel public policies of both patent and copyright law called for

8 Id. at 516.

° Id.

10 1 asercomb America, Inc. v. Reynolds, 911 F.2d 970, 976 (4th Cir. 1990).
11 Id. at 971.

2 14

13 1d. at 972.

14 14. at 973.

15 1d.
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the application of the misuse defense to infringement of a copyright in
addition to infringement of a patent.’¢ The United States Constitution
provides Congress with the power to “promote the Progress of Science
and useful Arts, by securing for limited Times to Authors and Inventors
the exclusive Right to their respective Writings and Discoveries.”!”
The court said that, “in giving Congress the power to create copyright
and patent laws, the framers combined the two concepts in one clause,
stating a unitary purpose—to promote progress.”'®# Therefore, the pub-
lic policy behind the patent and copyright laws is progress. Just as the
courts recognized the patent misuse doctrine in order to prevent a pat-
ent holder from inhibiting progress, the court in Lasercomb recognized
a copyright misuse doctrine in order to prevent a copyright holder from
inhibiting progress. Therefore, the recognition of a copyright misuse
doctrine is justified. The creation of new software exemplifies progress
and Lasercomb America’s licensing agreement, which prevented licen-
sees from creating any of their own software, inhibited progress.

The Supreme Court, in Mazer v. Stein, has also equated the public
policy goals of copyright and patent law and found such public policy to
be promotion of public welfare.1® In Mazer v. Stein, the Supreme Court
stated:

The economic philosophy behind the clause empowering Congress to

grant patents and copyrights is the conviction that encouragement of

individual effort by personal gain is the best way to advance public
welfare through the talents of the authors and inventors in ‘Science

and useful Arts.” Sacrificial days devoted to such creative activities

deserve rewards commensurate with the services rendered.20

Public welfare is indirectly related to progress, which the court in
Lasercomb viewed as the equal policy goals of patent and copyright
law. The licensing agreement’s restriction in Lasercomb on the creation
of new software harmed the public welfare because potentially superior
software is not made available to the public, thereby slowing down pro-
gress. This equation of the public policy goals by the Supreme Court
further justifies the extension of the misuse doctrine from the patent
arena to the copyright arena.

Congress, in granting patents and copyrights, recognized the public
benefit and welfare from authors and inventors introducing inventions
and creative works to the public. In order to encourage such efforts,
the federal government grants authors and inventors exclusive rights in

16 1d. at 974.

17 U.S. ConsT. art I, § 8, cl. 8.

18 I.asercomb America, Inc., 911 F.2d at 975.
19 Mazer v. Stein, 347 U.S. 201, 219 (1953).
20 4.



2002] COPYRIGHT MISUSE AND ANTITRUST 171

their works for a limited time. The patent misuse defense, recognized
by the Supreme Court,?! exists as a way to allow patent law to reward
inventors and, at the same time, ensure public benefit and welfare by
preventing patent holders from abusing their rights and inhibiting pub-
lic benefit and welfare.

Similarly, the copyright misuse defense has been recognized and
should continue to be recognized as a way to allow copyright law to
reward authors and at the same time ensure public benefit and welfare
by preventing copyright holders from abusing their rights and inhibiting
public benefit and welfare. The Second, Fourth, Fifth, Seventh, Eighth,
Ninth, and Federal Circuits have recognized the copyright misuse doc-
trine.?>2 The Supreme Court, however, has never explicitly recognized
the copyright misuse defense and has only given tacit approval of the
copyright misuse defense in United States v. Loew’s.??

3. The Scope of the Patent Misuse Defense Serves as a Model
for the Copyright Misuse Defense and the Scope is
Defined by the Similar Public Policy
Considerations of Both Patent and Copyright
Law

Since the court in Lasercomb recognized a copyright misuse de-
fense based on the recognition of a patent misuse defense on grounds
of the similar policies underlying patent and copyright law, perhaps the
scope of patent misuse parallels the scope of copyright misuse. Since
policy can serve as a guide for scope, then policy can serve as a guide
for the copyright misuse defense.

In Morton Salt Co. v. G.S. Suppiger, the plaintiff Morton Salt
claimed that defendant had infringed Morton’s patent in a salt deposit-
ing machine.?* Plaintiff’s salt tablets were not themselves patented, but
its patent license required that licensees use only salt tablets produced
by Morton Salt.2> The Supreme Court found patent misuse on grounds
that the “public policy which includes inventions within the granted

21 Motion Picture Patents Co. v. Universal Film Mfg. Co., 243 U.S. 502 (1917); Morton
Salt Co. v. G.S. Suppiger, 314 U.S. 488 (1942).

2 CBS, Inc. v. ASCAP, 607 F.2d 543, 544-45 (2nd Cir. 1979); Lasercomb America, Inc.,
911 F.2d at 976; Alcatel USA, Inc. v. DGI Technologies, Inc., 166 F.3d 772 (5th Cir. 1999);
Saturday Evening Post Co. v. Rumbleseat Press, Inc., 816 F.2d 1191, 1199-201 (7th Cir.
1987); United Telephone Co. of Missouri v. Johnson Publishing Co., 855 F.2d 604, 610-12
(8th Cir. 1988); Practice Mgmt. Info. Corp. v. American Medical Ass’n, 121 F.3d 516 (9th
Cir.); Atari Games Corp., v. Nintendo of America, Inc., 975 F.2d 832, 846 (Fed. Cir. 1992).

B United States v. Loew’s, 371 U.S. 38, 38 (1962).

24 Morton Salt Co., 314 U.S. at 490.

2 Id. at 490.
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monopoly excludes from it all that is not embraced in the invention. It
equally forbids the use of the patent to secure an exclusive right or
limited monopoly not granted by the Patent office and which it is con-
trary to public policy to grant.”?6 The Court found misuse because
Morton Salt used its patent to restrain competition in the sale of salt
tablets, which themselves were not within the scope of Morton Salt’s
patent in the machine. Thus, the licensing agreement opposed the pub-
lic policy behind patent law.

The patent misuse doctrine aims to facilitate the goals and policy
behind patent law by seeking to balance the inventor’s gain and public
benefit together. Therefore, the patent holder’s reward must commen-
surate with his inventive efforts, meaning that the patent holder should
not receive a reward for something that he did not create and obtain
benefits in a market not covered by the grant. If the patent holder were
allowed to claim benefits in excess of the grant, then the patent holder
would receive a windfall. The patent holder would receive a reward for
something in which he did not put time and energy to invent. In addi-
tion, public welfare is harmed because the choices that the public
wishes to make are constrained by the actions of the patent holder ex-
ceeding the bounds of his grant and trying to leverage his grant in pro-
tected property to control rights in a market not covered by the grant.
As a result, the patent holder disrupts the balance.

For example, in Morton Salt, the patent holder did not invent the
salt tablets. Yet, at the same time, he tried to leverage his legal prop-
erty right in the machine into the salt tablet market and sought to ob-
tain benefits in the salt tablet market, which the grant did not cover. If
the patent holder were allowed to reap the benefits of the salt tablet
market, he would receive a windfall because he would obtain the re-
wards of a market in which he invested no time or energy to create.
This leveraging, in turn, constrained public choice because it forced the
public to buy salt tablets from the patent holder. The constraining of
public choice is inapposite to public welfare, thereby contravening the
public policy behind patent law.

Due to the parallel policies behind copyright and patent law, the
copyright misuse doctrine, just as the patent misuse doctrine, aims to
facilitate the goals and policy behind copyright law by seeking to bal-
ance the author’s gain and public benefit together. Therefore, the au-
thor’s reward must commensurate with his creative efforts meaning
that the author should not receive a reward for something that he did
not create and obtain benefits in a market not covered by the grant. If

% Id. at 492.
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the author were allowed to claim benefits in excess of the copyright
grant, then the author would receive a windfall because he would re-
ceive a reward for something that he did not put time and energy in to
create. In addition, public welfare is harmed, thereby contravening the
public policy behind copyright law, because the choices that the public
wish to make are constrained by the actions of the author who is ex-
ceeding the bounds of his grant and trying to leverage his grant in prop-
erty to control rights in an area not covered by the grant. As a result,
the author disrupts the balance.

Just as the property rights granted by a patent do not extend to
property rights not covered by the patent, the property rights granted
by a copyright do not extend to property rights not covered by the cop-
yright. Any attempt to do so constitutes a misuse of copyright and pat-
ent. The Fifth Circuit opined in dicta that it is a misuse for a copyright
holder to extend the property right held in the copyright to an area
outside of the copyright when the court stated, “it is . . . likely that the
public monopoly extension rationale of Morton Salt . . . is applicable to
copyright.”?7 Any attempt to restrict competition or extend the statu-
tory grant into fields not protected by the grant of copyright, through
such means as restrictive licensing or tie-ins, constitutes a misuse of
both the copyright and patent. A tie-in occurs where the copyright
owner or patent holder conditions the license of any rights to the copy-
right or patent or the sale of the copyrighted or patented product on
the acquisition of a license to rights in another copyright or patent or
purchase of a separate product. Restrictive licensing may include situa-
tions where the patent holder or copyright owner prohibits licensees
from developing products of their own that are competitive with the
product that is being licensed, as in Lasercomb, or where the licensees
are prohibited from purchasing or licensing from competitors of the
copyright owner or patent holder, i.e., an exclusive license. Tying ar-
rangements and restrictive licensing are methods used by copyright
owners and patent holders to obtain property rights outside the scope
of the patent and the copyright and obtain benefits in markets outside
the coverage of the grant. Therefore, both patent and copyright law’s
public policy goals “of increasing the store of human knowledge and
arts by rewarding inventors with the exclusive rights to their works for
a limited time,”?® which are part of the larger goals of promoting pro-
gress and public welfare, are balanced. This balance exists because
“the granted monopoly power does not extend to property not covered

27 Mitchell Bros. Film Group v. Cinema Adult Theater, 604 F.2d 852, 865 (5th Cir. 1979).
2 Lasercomb America, Inc. v. Reynolds, 911 F.2d 970, 976 (4th Cir. 1990).
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by the patent or copyright.”?® At the same time, both the author and
inventor receive rewards. These public policy considerations can help
determine the scope of the copyright misuse doctrine. For example, the
licensing agreement in Lasercomb required licensees to forego all inter-
nal creative endeavors, thereby withdrawing the fruits of these creative
endeavors from the public. As a result, public welfare declines. A li-
censing agreement that harms the public welfare forces a court to find
misuse in order to preserve the public policy goals of promotion of pro-
gress and public welfare behind the Copyright Act.

In fact, the court in Lasercomb found it easy to adopt the phraseol-
ogy of Morton Salt, quoted above, into the copyright context by stating
that, “ ‘the public policy which includes [original works] within the
granted monopoly excludes from it all that is not embraced in the [orig-
inal expression]. It equally forbids the use of the [copyright] to secure
an exclusive right or limited monopoly not granted by the [Copyright]
Office and which it is contrary to public policy to grant.” “3° The court
found it easy to adopt Morton Salt’s phraseology based on the parallel
public policy considerations behind both patent and copyright law and
because it is a contravention of such public policy considerations to lev-
erage the grant to obtain benefits in a market not covered by the grant.
In Lasercomb, the copyright owner tried to expand the rights covered
by the grant because the terms of the license forbade the licensee from
developing any kind of software that would be competitive with
Lasercomb’s software. Both Lasercomb’s copyright grant and the cop-
yright laws do not allow the hindrance of the creative efforts of compet-
itive software designers. Through its restrictive licensing scheme,
Lasercomb may have tried to-attain a limited monopoly in this specific
area of software not covered by the grant and may have also tried to
control competition beyond the scope of the expression of its copyright,
i.e., for all applications of the software’s idea.3! Since copyright does
not protect ideas, Lasercomb not only tried to expand the scope of its
copyright, but redefine copyright law by trying to protect attributes of
the software that are outside copyright protection. Additionally,
Lasercomb’s contractual restraint lasted for 99 years, a length of time
possibly longer than the copyright itself. Therefore, Lasercomb may
have tried to expand the length of time mandated by statute for dura-
tion of the copyright.

2 Id
30 Id. at 977.
31 4 Davip NIMMER & MELVILLE B. NIMMER, NIMMER ON COPYRIGHT 289 (2000).
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4. The Scope of the Copyright Misuse Doctrine

Since Morton Salt, courts have applied patent misuse when patent
owners have attempted to use their patents for price fixing, tie-ins, and
territorial restrictions.3? Moreover, Congress has codified the patent
misuse defense to include tying arrangements.3? If the scope of the cop-
yright misuse doctrine is modeled after the patent misuse doctrine, then
perhaps the copyright misuse doctrine applies when the copyright
owner attempts to use the copyright for tie-ins, price fixing, and territo-
rial restrictions. In addition, the courts have applied the copyright mis-
use defense to restrictive licensing schemes.>* These restrictions are
methods used by the copyright owner and patent holder to obtain bene-
fits in markets outside the coverage of the grant, which constitutes a
misuse of both the patent and the copyright. The bulk of court opinions
addressing copyright misuse have involved the following categories of
issues: (1) blanket licensing of copyrighted musical compositions or
bundled sales of motion picture exhibition rights; (2) licensing agree-
ments with anti-competitive clauses; (3) refusals to license; and (4) “ty-
ing” practices, in which a sale of copyrighted material, typically
computer software, is conditioned upon the purchase of other commod-
ities, such as computer hardware or maintenance services.3> As dis-
cussed in the next section, refusals to license may no longer be
considered copyright misuse.

The Supreme Court held that bundled sales and blanket licensing
are examples of price fixing,3¢ thereby demonstrating that the scope of
the copyright misuse defense includes price fixing. Perhaps the copy-
right misuse defense applies to all forms price fixing and is not just
limited to bundled sales and blanket licensing. Licensing agreements
with anti-competitive clauses restrict consumer choice, which is detri-
mental to public welfare, thereby contravening the public policy goals
of the Copyright Act. As previously noted, tying arrangements exem-
plify methods used by the copyright owner to exceed the rights covered
by the grant and restrict consumer choice, thereby harming public
welfare.

32 Lasercomb America, Inc., 911 F.2d at 976.

33 35 U.S.C. § 271(d)(5).

34 See Lasercomb America, Inc., 911 F.2d at 976 (4th Cir. 1990); Alcatel USA, Inc. v. DGI
Technologies, Inc., 166 F.3d 772 (5th Cir. 1999); Practice Mgmt. Info. Corp. v. American
Medical Ass’n, 121 F.3d 516 (9th Cir.); Atari Games Corp. v. Nintendo of America, Inc. 975
F.2d 832, 846 (Fed. Cir. 1992). See sections B(3) and B(5), infra.

35 Ramsey Hanna, Misusing Antitrust: The Search For Functional Copyright Misuse Stan-
dards, 46 Stan. L. REv. 401, 406 (1994).

36 Broad. Music, Inc. v. Columbia Broad. System, Inc., 441 U.S. 1 (1979).
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Finally, refusals to license contravene public welfare by denying to
the public access to these creative works, thereby constraining public
knowledge. All works, whether a computer program, a motion picture,
or a documentary, are creative works because they arise from human
thought processes and involve decision making on the part of its au-
thor. The public gains insight, and thus knowledge. We have all
walked away from a motion picture, even one that is purely fictional,
and have gained insight from a theme that it was trying to convey.

5. Statutory Changes Affecting the Scope of the Patent Misuse
Doctrine May Affect the Scope of the Copyright Misuse
Doctrine

If the scope of copyright misuse is modeled after patent misuse,
then statutory changes affecting the scope and breadth of patent misuse
are relevant to copyright misuse. The Fourth Circuit’s finding of a cop-
yright misuse defense based on the recognition of a patent misuse de-
fense in Lasercomb implies the relevance of the statutory changes
regarding the patent misuse defense to the copyright misuse defense.
In 1988, Congress passed the Patent Misuse Reform Act (1988 Amend-
ments), which provides:

(d) No patent owner otherwise entitled to relief for infringement or
contributory infringement of a patent shall be denied relief or
deemed guilty of misuse or illegal extension of the patent right by
reason of his having done one or more of the following: . . . (4) re-
fused to license or use any rights to the patent; or (5) conditioned the
license of any rights to the patent or the sale of the patented product

on the acquisition of a license to rights in another patent or purchase

of a separate product, unless, in view of the circumstances, the patent

owner has market power in the relevant market for the patent or

patented product on which the license or sale is conditioned.?”

Section (d)(5) illustrates the tying in of a patented product to an-
other patented or unpatented product. The Supreme Court in Morton
Salt deemed such a practice a misuse of the patent because it resulted in
an unlawful extension of the grant to products that are not protected by
the particular patent.3® The 1988 Amendments allow the tying of a pat-
ented product to another patented or unpatented product, unless the
patent holder has market power. If the scope of the copyright misuse
doctrine is modeled after the scope of the patent misuse doctrine and
the patent misuse doctrine is affected by the 1988 Amendments, then
arguably the copyright misuse defense is affected by the 1988 Amend-

37 35 U.S.C. § 271(d)(5).
38 Morton Salt Co. v. G.S. Suppiger, 314 U.S. 488, 492 (1942).
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ments. Therefore, it would not be a misuse of copyright for the copy-
right owner to require the tie-in of another copyrighted or
uncopyrighted product unless the copyright owner had market power.
However, in Lasercomb, which was decided two years after the 1988
Amendments, the court still held that it is a misuse of copyright to use
the grant to control property not covered by the copyright.3® Although
Lasercomb involved a “tie-out” situation because the copyright owner
sought to prevent the licensees from developing their own software,
such “tie-out” arrangements still unlawfully extend the rights granted
by the copyright and thus closely relate to “tie-in” arrangements.
Therefore, the scope of “tie-out” arrangements can be defined by the
scope of “tie-in” arrangements. In Lasercomb, the plaintiff copyright
owner tied the sale of the copyrighted software to the non-development
of software in which the plaintiff had no copyright. The Lasercomb
court also made no reference to market power in its discussion. There-
fore, perhaps a misuse of copyright arises when the copyright owner
ties the copyrighted product to an uncopyrighted product in a license of
the copyrighted product regardless of the market power of the copy-
right owner.

After the 1988 Amendments, the refusal to license by a copyright
owner may no longer be considered a copyright misuse. This rationale
arises from the fact that the 1988 Amendments exculpate the patent
holder from liability for refusal to license or use any rights to the pat-
ent*0 and from the assumption that the patent misuse doctrine serves as
a model for the copyright misuse doctrine.

B. The Copyright Misuse Defense Exists Independently of the
Antitrust Laws

1. Such Independent Existence Arises Despite the Conditioning
of a Finding of Market Power for Patent Misuse Under
the 1988 Amendments

A major issue concerning the copyright misuse doctrine is whether
it exists independently of the antitrust laws and principles. This article
argues that the doctrine exists independently of the antitrust laws and
principles. Through this analysis, the scope of the copyright misuse
analysis is further defined. In fact, the doctrine is broader than anti-
trust law and principles so that it can provide a defense to copyright
infringement even in cases where the misuse of the copyright would not
violate antitrust laws and principles.

39 Lasercomb America, Inc., 911 F.2d at 976.
© 35 U.S.C. § 271(d)(5).
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If the scope of the copyright misuse defense is modeled after the
scope of the patent misuse defense and the copyright misuse defense is
independent of antitrust laws and principles, then legislative action and
judicial analysis concerning the patent misuse doctrine cannot be ig-
nored especially when such action and analysis carries potential anti-
trust overtones. Congress’ restriction of the scope of the patent misuse
defense in the 1988 Amendments by expressly conditioning its availa-
bility upon a finding of market power in the tie-in area*' implies an
antitrust-based patent misuse doctrine. Judge Posner opined for the 7
Circuit in USM Corp. v. SPS Technologies that an act cannot be a mis-
use of patent unless it also violates the antitrust laws.*> In that case,
Judge Posner remarked:

Since the antitrust laws as currently interpreted reach every practice

that could impair competition substantially, it is not easy to define a

separate role for a doctrine also designed to prevent an anticompeti-

tive practice — the abuse of a patent monopoly. If misuse claims are

not tested by conventional antitrust principles, by what principles

shall they be tested? Our law is not rich in alternative concepts of

monopolistic abuse; and it is rather late in the day to try to develop

one without in the process subjecting the rights of patent holders to

debilitating uncertainty.*3

However, in the copyright context, Lasercomb, which was decided
subsequently to the 1988 Amendments and USM Corp. v. SPS Technol-
ogies, adopted Morton Salt’s emphasis on public policy considerations
and concluded that “a misuse need not be a violation of antitrust law in
order to comprise an equitable defense to an infringement action . . .
The question is not whether the copyright is being used in a manner
violative of antitrust law . . . but whether the copyright is being used in
a manner violative of the public policy embodied in the grant of a copy-
right.”#¢ The court made no reference to market power in its analysis,
thereby further demonstrating the independence of the copyright mis-
use doctrine from antitrust principles and laws. Therefore, in order for
a court to find misuse of copyright, the misuse need not violate antitrust
laws, but public policy. Additionally, market power is not the sole pre-
condition for an unlawful tying under the antitrust laws.4> Under the
antitrust laws, in addition to the requirement of market power in the
tying product market, a tying arrangement is unlawful if: two separate
products determined by two different consumer demand curves exist;

4 Id

42 USM Corp. v. SPS Technologies, 694 F.2d 505, 512 (7th Cir. 1982).
4 Id at 512.

4 Lasercomb America, Inc., 911 F.2d at 978.

45 Jefferson Parish Hosp. Dist. No. 2 v. Hyde, 466 U.S. 2, 12-18 (1984).
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the defendant forces its customers to take the tied product in order to
obtain the tying product; and the arrangement affects a substantial vol-
ume of interstate commerce.*6 Therefore, despite the reference to mar-
ket power in the 1988 Amendments, a finding of copyright misuse is
not preconditioned upon a violation of the antitrust laws.

Additionally, there is an indication that even the patent misuse
doctrine is independent from the antitrust laws. Fifteen years after
USM Corp., the Federal Circuit in B. Braun Medical, Inc. v. Abbot
Labs. stated that, “the patent misuse doctrine, born from the equitable
doctrine of unclean hands, is a method of limiting abuse of patent rights
separate from the antitrust laws.”#” Even one of the key cases first es-
tablishing the patent misuse doctrine, Morton Salt v. G.S. Suppiger, did
not rely on an antitrust violation to find a misuse, reasoning that it is
unnecessary to decide the existence of a violation of antitrust law where
the patent holder’s practices are contrary to public policy.*® If the pat-
ent misuse doctrine serves as a model for the copyright misuse doctrine
and a finding of patent misuse is not conditioned upon a finding of an
antitrust violation, then the copyright misuse doctrine limits abuse of
copyrights independently of the antitrust laws.

2. The Copyright Misuse Defense Arose from Equitable
Principles, Not Antitrust Principles, Therefore It Is
Independent of Antitrust Principles

The copyright misuse defense “has its historical roots in the un-
clean hands defense.”#® Since the unclean hands defense is an equita-
ble defense and serves as a basis for the copyright misuse defense, then
the copyright misuse defense is an equitable defense as well. The patent
misuse defense, which serves as a model for the copyright misuse de-
fense, also arose out of equity.5® Both defenses sprung from equitable
principles, not antitrust principles. The fact that a copyright owner can
seek the equitable remedy of an injunctions! demonstrates the equita-
ble nature of copyright law. Therefore, if the plaintiff can seek equita-
ble remedies under copyright law, then the defendant can also seek
equitable defenses under copyright law. Since copyright misuse is one
of these defenses, it follows that it must be equitable. Additionally,
since the patent misuse defense serves as both foundational support

46 1d.

47 B. Braun Med., Inc. v. Abbott Labs, Inc., 124 F.3d 1419 (Fed. Cir. 1997).

4 Morton Salt Co. v. G.S. Suppiger, 314 U.S. 488, 494 (1942).

4 Alcatel USA, Inc. v. DGI Technologies, Inc., 166 F.3d 772, 792 (5th Cir. 1999).
50 B Braun Med., Inc., 124 F.3d at 1419.

5t See 17 U.S.C. § 502(a).
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and as a model for the copyright misuse defense, strong support exists
for the equitable origins of the copyright misuse defense. Such support
for the equitable origins of the copyright misuse defense has been rec-
ognized by the judiciary.52

The relationship between the copyright misuse defense and un-
clean hands illustrates the doctrine’s dependence on equity, not anti-
trust law. “Unclean hands” is recognized only when the plaintiff’s
transgression is of serious proportions and relates directly to the subject
matter of the claim brought forth by the plaintiff.>3 Such transgression
must either harm or prejudice a defendant in some way, or alterna-
tively, it must be shown that the plaintiff participated in the very wrong
with which the defendant is charged.’* In similar fashion, copyright
misuse arises where the copyright owner’s transgression is of serious
proportions and relates directly to the subject matter of the infringe-
ment action. This transgression committed by the copyright owner in-
volves restrictive practices imposed by the owner like tie-ins, tie-outs,
and the requirement of exclusive use on the part of the licensee. The
doctrine of unclean hands is asserted as an affirmative defense, just as
copyright misuse is asserted as an affirmative defense. Additionally,
such relationship between unclean hands and copyright misuse is sub-
stantiated by the fact that in both situations, the plaintiff copyright
owner has committed a wrong and the defendant infringer escapes lia-
bility as a result. An equitable analysis does not require an antitrust
analysis.

The concept of equity and the doctrine of unclean hands existed
long before the enactment of the first antitrust laws. In order to satisfy
the doctrine, the plaintiff must commit a wrong that need not be an
antitrust law violation. Since equity involves balancing, the equitable
roots of the copyright misuse defense are evident because the copyright
misuse defense seeks to balance the author’s gain and the public bene-
fit. Therefore, since the copyright misuse defense grew out of the equi-
table doctrine of unclean hands, the finding of the defense is not
conditioned upon a finding of antitrust law violations, but rather equi-
table violations. Thus, the doctrine exists independently of antitrust
law.

32 Lasercomb America, Inc. v. Reynolds, 911 F.2d 970, 978 (4th Cir. 1990).
33 See NIMMER, supra note 31, at 293.
d
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3. The Absence of Antitrust Analysis in Relevant Case Law
Analyzing the Copyright Misuse Defense Demonstrates
Its Equitable Nature

The analysis used by the courts in cases recognizing the copyright
misuse defense is independent of the antitrust laws since no reference
was made to the Sherman Act, the Clayton Act, the FTC Act, Robin-
son-Patman Act or any other antitrust act>> when analyzing the copy-
right misuse defense. Rather, the courts’ analyses have been based on
equitable principles, which demonstrates the viability of copyright mis-
use as a doctrine independent of antitrust laws and principles. The
wrong that the copyright owner commits, thus permitting an affirmative
defense, is misuse of the copyright itself. An analysis based in equity,
not antitrust, determines a finding of misuse. In addition, such case law
determines the scope of copyright misuse.

The court in Lasercomb, relying on the independence of patent
misuse from antitrust analysis, held that in the copyright context, “a
misuse need not be a violation of antitrust law in order to comprise an
equitable defense to an infringement action.”>¢ In fact, the court held
that the analysis used in determining a copyright misuse is “similar to
but separate from the analysis necessary to a finding of antitrust viola-
tion.”5? The copyright misuse defense derives from equitable princi-
ples, not antitrust principles. As in the case of patent misuse, courts do
not find it necessary to find copyright misuse by using an antitrust
analysis.

The Ninth Circuit has recently affirmed the copyright misuse de-
fense and its independence of antitrust analysis in Practice Management
Info. Corp. v. American Medical Association.>® In this case, the Ameri-
can Medical Association (AMA) obtained a copyright in a coding sys-
tem that enabled physicians and others to identify certain medical
procedures with precision.”® AMA licensed the coding system to the
Health Care Financing Administration (HCFA). Under the terms of
the license, HCFA agreed not to use any other coding system and
agreed to use the coding system in programs administered by the
HCFA.¢° Practice Management, a publisher and distributor of medical

55 See Lasercomb America, Inc., 911 F.2d at 978; Alcatel USA, Inc. v. DGI Technologies,
Inc., 166 F.3d 772 (5th Cir. 1999); Practice Mgmt. Info. Corp. v. American Medical Ass’n,
121 F.3d 516 (9th Cir.); Atari Games Corp. v. Nintendo of America, Inc. 975 F.2d 832, 846
(Fed. Cir. 1992).

56 Lasercomb America, Inc., 911 F.2d at 978.

5T Id. at 979.

58 Practice Mgmt., 121 F.3d at 516.

59 Id. at 517.

60 1d.
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books, purchased copies of the coding system from AMA for resale.6!
After failing to obtain the volume discount it requested, Practice Man-
agement sought a declaratory judgment that AMA misused its copy-
right by entering into the agreement that required HCFA to use of the
coding system to the exclusion of any other code.52

As in Lasercomb, the party complaining of copyright misuse was
not a party to the actual licensing agreement that was the subject of the
copyright misuse claim. However, unlike in Lasercomb, the party alleg-
ing copyright misuse, Practice Management, had not actually infringed
AMA’s copyright. Therefore, copyright misuse was not asserted as a
defense to an infringement action. Despite these differences, the court
relied on Lasercomb in holding that the license violated the “public
policy embodied in the grant of a copyright.”¢3

The court held that “conditioning the license on HCFA’s promise
not to use competitors’ products constituted a misuse of the copyright
by AMA.”%* As already stated, the public policies behind copyright
law are public welfare and progress. The requirement of exclusivity
imposed on the licensee by AMA violated the public policy behind cop-
yright law because this exclusivity restricted the licensee’s choice and
prevented HCFA from developing its own coding system. This restric-
tion of HCFA's creative efforts is detrimental to public welfare because
it prevents the injection of new creative works into the public. As a
result, progress slows down because of the potential of HCFA to not
create a superior coding system. In Practice Management, the Ninth
Circuit agreed with the Fourth Circuit’s determination in Lasercomb
that the copyright misuse doctrine exists independently of the antitrust
laws when it held that “a defendant in a copyright infringement suit
need not prove an antitrust violation to prevail on a copyright misuse
defense.”®> Just as in Lasercomb, no part of the opinion goes through
an antitrust analysis.

The Federal Circuit implicitly recognized the copyright misuse de-
fense, by application of Ninth Circuit law, in another computer
software licensing case, Atari Games Corp. v. Nintendo of America,
Inc.,%¢ though it did not explicitly find misuse in that case. Nintendo
designed a program, the 10NES, to prevent its home video game system

61 Id. at 518,

62 Id.

83 Id. at 521 (citing Lasercomb America, Inc., 911 F.2d at 977).

% Id.

% Id.

% Atari Games Corp. v. Nintendo of America Inc., 975 F.2d 832, 846 (Fed. Cir. 1992).
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(NES) from accepting unauthorized game cartridges.’ Rival home
video game system manufacturer Atari could not replicate the 10NES
code to make its cartridges compatible with the NES, so Atari obtained
a license from Nintendo.5® The terms of the license formed the source
of Atari’s copyright misuse defense. Under the terms of the license,
Nintendo would take Atari’s games, place them in cartridges containing
the 10NES program, and resell them to Atari.6® Atari could then mar-
ket the game to owners of NES.7? The standard licensing exclusivity
provision stated the following:
Licensee agrees to sell the Licensed Products for use only in conjunc-
tion with the NES. For a period or two years following the date of
first sale by Licensee of any Licensed Products pertaining to any par-
ticular video game program developed by Licensee under this agree-
ment, Licensee will not adapt or offer such video game program or

any derivatives of such video program, for use in any: (a) other video
home system; or, (b) home computer system.”!

Atari then fraudulently obtained a copy of the 10NES code from
the copyright office by falsely stating that Atari was a defendant in an
infringement action and that Atari needed a copy of the program for
that litigation.”>? From this copy, Atari deciphered the 10NES program
and developed its own program to unlock the NES, which gave Atari
access to NES owners without Nintendo’s strict licensing conditions.
Nintendo sued Atari for copyright infringement.”

Though the court did not apply the copyright misuse defense to
Nintendo’s licensing scheme due to Atari’s method of obtaining the
10NES code, it can be implied that Nintendo’s licensing restrictions vio-
lated the public policy behind the copyright laws. The lower court’s
finding that the restrictions imposed by Nintendo did not “restrain the
creativity of Nintendo licensees and thereby thwart the intent of the
patent and copyright laws,”7* was not disturbed. Though the court did
not bother to examine whether such restraint existed because of Atari’s
actions, it can be implied from the lack of disturbing the lower court’s
findings that the scope of the copyright misuse defense applies to situa-
tions where licensing restrictions restrain the creativity of licensees and
frustrate the intent of the patent and copyright laws. The public policy

67 Id. at 836.
% Id.
® Id.
0 Id. at 845.
.
72 Id. at 837.
73 Id. at 846.
7 I
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goals behind copyright, public welfare and progress, were inhibited be-
cause such creative works, in this case compatible video games, were
only made available to competing home video game system manufac-
turers after two years following the date of first sale of video games
containing Nintendo’s lockout program. Therefore, public access to
these creative works became restrained. Creativity facilitates public
welfare and progress. The court recognized that since such a defense
had been recognized in the area of patent law, the similar policy goals
of both patent and copyright law suggest that a misuse defense should
be recognized in the area of copyright.”> Additionally, the court also
referred to the Supreme Court’s “tacit approval” of the copyright mis-
use defense in United States v. Loew’s, Inc.’® Therefore, the Federal
Circuit, by implication, recognized a copyright misuse defense though
not applying it to the facts of the case.

The Federal Circuit did not apply the copyright misuse defense in
Atari because the court, applying Ninth Circuit law, stated that the de-
fense is “solely an equitable doctrine . . . any party seeking equitable
relief must come to the court with ‘clean hands’ . . . the doctrine of
unclean hands can also preclude the defense of copyright misuse.””” In
this statement, the Federal Circuit recognized the independence of the
copyright misuse doctrine from the antitrust laws by characterizing it as
“solely an equitable doctrine.”’® Additionally, the court limited the
scope of the doctrine to cases where the party asserting the defense
came to the court with “clean hands” when it stated, “any party seeking
equitable relief must come to the court with clean hands. . . the doctrine
of unclean hands can also preclude the defense of copyright misuse.”?®
In the court’s view, unclean hands on the part of the infringing party
prevent the infringing party from asserting the copyright misuse de-
fense. Therefore, the court held that even if the Ninth Circuit recog-
nized a copyright misuse defense, Atari had “unclean hands” because it
lied to the copyright office in order to obtain the 10NES Code.8® As a
result, Atari could not assert the copyright misuse defense. More spe-
cifically, from the court’s rationalization it appears that the use of un-
clean hands, particularly fraud on the copyright office, in order to

5 Id. (citing Loew’s, 371 U.S. at 38).
7 14,

77 Id. at 846.

B Id.

? Id

80 Id. at 846-47. Note that this case was decided before Practice Mgmt. Corp. v. American
Medical Association, in which the Ninth Circuit expressly recognized the copyright misuse
defense and found misuse in that case.
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actually commit the infringement, precludes the affirmative defense of
copyright misuse.

However, if the court had actually applied the copyright misuse
defense to the facts of the case, it would probably find that the restric-
tive licensing scheme used by Nintendo would probably fall within the
scope of copyright misuse. This is because Nintendo conditioned the
license of its copyright lockout program on the acceptance of contract
provisions that gave Nintendo control over the “public distribution and
adaptation (derivative) rights”8! that belonged to the competing third
party software developers, i.e., the licensees, because they owned the
copyright in the video games since they created the video games.
Nintendo would gain control over these rights because licensees could
not adapt or offer such NES compatible video game programs or any
derivatives of such video game program for use in any other home
video system or home computer system for a period of two years fol-
lowing the date of first sale of video games containing Nintendo’s copy-
righted lockout program. Through these licensing restrictions,
Nintendo attempted to maintain or increase its status in the video game
market. Such action constituted copyright misuse because Nintendo
did not own nor create the copyright in the video games of the licen-
sees, yet it was seeking to use the copyright that it owned in the lockout
program as a means to control the public distribution and adaptation
rights that the licensees possessed by virtue of their ownership in the
copyright of the video game. As a result, Nintendo leveraged its grant
of copyright in the lockout program as a method to attain rights outside
its copyright which is the basic principle underlying the copyright mis-
use doctrine.

An argument could be made that the Federal Circuit still should
have applied the copyright misuse defense even though the infringing
party came to the court with unclean hands. The copyright misuse de-
fense grew out of the unclean hands doctrine.82 Under both the un-
clean hands doctrine and the copyright misuse defense, the defendant
infringer is immunized from liability because both parties committed a
wrong. The concept of “unclean hands” refers to the hands of the
plaintiff copyright owner, not the hands of the defendant infringer. The
defendant’s hands are already dirty. In cases involving the copyright
misuse defense and the doctrine of unclean hands, the defendant ad-

81 17 U.S.C. § 106 states: “ the owner of copyright under this title has the exclusive rights
to do and to authorize any of the following:. . .(2) to prepare derivative works based upon
the copyrighted work. . .(3) to distribute copies. . . of the copyrighted work to the public by
sale or other transfer of ownership, or by rental, lease, or lending.”

82 Hanna, supra note 35, at 404.
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mits to a wrongdoing, but pleads an affirmative defense. Therefore, in
Atari Games Corp. v. Nintendo of America Inc., it should not have mat-
tered that the defendant, Atari, committed fraud on the copyright of-
fice in order to infringe Nintendo’s copyright. Atari still committed
infringement, and Nintendo’s hands became dirty when it misused its
copyright because the restrictive terms of the licensing agreement vio-
lated the public policy behind copyright law. The Federal Circuit mis-
understood the definition of the unclean hands doctrine.

The Fifth Circuit recently affirmed the copyright misuse defense in
Alcatel USA, Inc. v. DGI Technologies, Inc?? without reference to any
antitrust laws or principles in the independent part of the opinion rec-
ognizing and analyzing the copyright misuse defense, thereby further
demonstrating the independence of the copyright misuse defense from
antitrust laws and principles. Though the defendant asserted violations
under the Sherman Act, the court analyzed and rejected these claims in
an independent part of the opinion.8* If the copyright misuse doctrine
depended on antitrust laws and principles, then the court would not
have separated the discussion of the copyright misuse and Sherman Act
claims. Defendant’s loss on the antitrust claim, but victory on the copy-
right misuse claim demonstrates the independence of the copyright mis-
use doctrine from antitrust laws and principles because a finding of
copyright misuse is not conditioned on first finding an antitrust viola-
tion. If the defendant’s case rested solely on antitrust law, it would
have lost. Therefore, the copyright misuse doctrine is broader than the
antitrust laws and principles. In order for it to extend beyond the anti-
trust laws and principles, the copyright misuse defense must be inde-
pendent of the antitrust laws and principles. The outcome of the
Alcatel decision, which came nine years after Lasercomb, reaffirms that
part of the opinion in Lasercomb establishing the independence of the
copyright misuse defense from the antitrust laws which states, “a mis-
use need not be a violation of antitrust law in order to comprise an
equitable defense to an infringement action. . . the question is not
whether the copyright is being used in a manner violative of antitrust
law. . . but whether the copyright is being used in a manner violative of
the public policy.”®> If the copyright misuse defense depended on anti-
trust law, then either defendant would not have lost the antitrust claim,
or in the alternative, defendant would have lost on the copyright misuse
defense claim in addition to the antitrust laws. The results of Alcatel

8 Alcatel USA, Inc. v. DGI Technologies, Inc., 166 F.3d 772, 794 (Sth Cir. 1999).
84 1d. at 784.
8 Lasercomb America, Inc. v. Reynolds, 911 F.2d 970, 978 (4th Cir. 1990).
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demonstrate the logical inconsistency of concluding that the copyright
misuse doctrine depends on antitrust law.

In Alcatel, the plaintiff Alcatel USA possessed a copyright in an
operating system software for telephone switching systems that route
long distance telephone calls to their destinations.86 Alcatel did not sell
copies of its operating system software, as it did the switches, but in-
stead licensed use of its operating system software pursuant to a licens-
ing agreement.®” The licensing agreement required each licensee to use
the software only to operate the licensee’s switch, prohibited the licen-
see from copying the software or disclosing it to third parties, and au-
thorized the licensee to use the software only in conjunction with
Alcatel-manufactured equipment.?8 Alcatel brought suit alleging DGI
copied Alcatel’s operating system code in DGI’s attempt to develop
microprocessor cards which expanded the call-handling capacity of
switches.? DGI asserted copyright misuse as a defense.® Alcatel al-
leged that DGI acted with unclean hands because it copied and re-
moved Alcatel’s copyrighted software by telling a third party switch
owners/licensee and DGI customer that it was “testing” new upgrades
for microprocessor cards.”! The court found that in order to ensure that
its card is compatible; DGI must test the card on an Alcatel phone
switch, which involves making a copy of Alcatel’s copyrighted operat-
ing system.?? Alcatel’s licensing restrictions constituted copyright mis-
use because without the freedom to test its cards in conjunction with
Alcatel’s software, DGI became effectively inhibited from developing
its own new product, the microprocessor cards.”® Additionally, it was
not technically feasible for DGI to use a non-Alcatel operating system
to test its cards.®* As a result, Alcatel gained a “limited monopoly”
over its own uncopyrighted and unpatented microprocessor cards be-
cause DGI and any other competitor were prevented from developing
microprocessor cards that could compete with Alcatel’s microprocessor
cards.®> The court’s reasoning was consistent with the reasoning behind
Lasercomb because in both cases, the court found misuse where the
copyright owner restricted the creative efforts of its licensees in devel-

8 Alcatel USA, Inc., 166 F.3d at 777.
8 Id.

8 Id

8 Id. at 777-78.

% Id. at 792.

1 Id. at 779.

92 Id. at 793.

93 Id. at 794.

% Id.

% Id.
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oping competitive software resulting in an unlawful extension of the
copyright grant. In addition, public welfare would be harmed and pro-
gress constrained because DGI would be prevented from advancing
technology by developing better microprocessor cards.

In Alcatel, the court also correctly analyzed the unclean hands doc-
trine, unlike the Federal Circuit in Atari. Despite a finding that DGI
acted with unclean hands in the deceptive ways that it acquired and
used Alcatel’s copyrighted software, firmware and manuals, the court
still found a copyright misuse, stating that Alcatel’s “hands alone that
must pass the hygienic test.”?¢ When looking at unclean hands, the fo-
cus is on the plaintiff copyright owner, not the defendant/infringer.
Therefore, the actions of the defendant infringer are irrelevant.

4. The Copyright Misuse Doctrine Is Broader than Antitrust
Principles in Determining when Possession of a
Monopoly Becomes Unlawful

Though the court in Alcatel used the term “limited monopoly,”
which is an antitrust term, its analysis is still independent of the anti-
trust laws for two reasons. First, the court made no reference to section
two of the Sherman Act, which deals with unlawful monopolies, in the
section of the opinion specifically analyzing and applying the copyright
misuse defense. Second, an unlawful monopoly under section two of
the Sherman Act requires two elements: “(1) the possession of monop-
oly power in the relevant market and (2) the willful acquisition or
maintenance of that power as distinguished from growth or develop-
ment as a consequence of a superior product, business acumen, or his-
toric accident.”®” The fact that a monopoly is unlawful under the
Sherman Act only if a court finds the satisfaction of the additional ele-
ment of “willful acquisition or maintenance of that power”® further
demonstrates the copyright misuse defense’s independence of the anti-
trust laws because there is no corresponding requirement for a finding
of copyright misuse.

The Alcatel court found copyright misuse where the copyright
owner tried to use the copyright to obtain a limited monopoly in an
area not covered by the grant.®® Though possession of a copyright cre-
ates a presumption of a monopoly,'® as discussed in Section B(7), such
presumption is rebuttable, if inaccurate. Therefore, the copyright may

% Id.

97 United States v. Grinnell Corp., 384 U.S. 563, 570-71 (1966).

B Id.

% Alcatel USA, Inc. v. DGI Technologies, Inc., 166 F.3d 772, 793 (5th Cir. 1999).
100 United States v. Loew’s Inc., 371 U.S. 38, 45-47 (1962).



2002] COPYRIGHT MISUSE AND ANTITRUST 189

not be a monopoly in the first place. As a result, once the copyright
owner uses the copyright and actually obtains a limited monopoly in an
area not covered by the copyright, misuse will be found even if the
copyright itself is not considered a monopoly. Whether there is “willful
acquisition or maintenance”°! of the newly acquired monopoly be-
comes irrelevant. Misuse will be found even though the copyright
owner did not initially possess a “monopoly” in the area in which the
owner has a copyright. Additionally, a court will find copyright misuse
even if the monopoly is “limited” which further lowers the threshold
for finding an unlawful monopoly and strengthens the argument that
the copyright misuse doctrine is broader than antitrust principles in de-
termining when possession a monopoly becomes unlawful.

The leveraging of the monopoly in one market into another mar-
ket can satisfy the “willful acquisition or maintenance”1%2 of the mo-
nopoly requirement under section two of the Sherman Act. An
argument cannot be made that obtaining a limited monopoly in one
area not covered by the grant equates to leveraging the monopoly in
one market into another market. This is because the presumption that
possession of a copyright causes monopoly power is rebuttable, if inac-
curate. Since the copyright owner may not possess a monopoly in the
first place, the owner cannot leverage the monopoly in one market into
another market because there is no monopoly to be leveraged. Also,
such presumption may be inaccurate because as discussed in Section
B(7), use of market analysis and monopoly terminology may be
erroneous.

Therefore, the copyright misuse defense finds liability in a broader
context than the antitrust laws and principles because no “willful acqui-
sition or maintenance”1%® of the monopoly is required. As a result,
copyright misuse is easier to find than a violation of section two of the
Sherman Act. Thus, the copyright misuse doctrine is broader than the
antitrust laws in determining when possession of a monopoly becomes
unlawful. In order for this expanded reach of the copyright misuse doc-
trine to occur, it necessary follows that the copyright misuse defense
does not depend on antitrust principles and laws.

101 Grinnell Corp., 384 U.S. at 570-71.
102 14,
103 Id.
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5. An Attempt to Define the Enhancements to the Scope of
Copyright Misuse from the Recent Case Law

The recent case law examined above has enhanced the scope of the
copyright misuse defense. Generally, misuse will be found where the
copyright owner tries to leverage the rights embodied in the grant of
copyright into areas not covered by the grant thereby allowing the
owner to unlawfully attain rights not covered by the grant. This can
occur in several ways. First, misuse occurs in situations where the copy-
right owner either indirectly limits or unduly restricts the volume or
range of products, usually software, created by licensees. One example
includes situations where the copyright owner tries to gain a limited
monopoly over uncopyrighted and unpatented products by indirect
means through licensing restrictions as in Alcatel. Another example
may include situations where the copyright owner uses the licensing of
its copyrighted product to gain control over the public distribution and
adaptation rights embodied in the copyright owned by its licensees as in
Atari. Second, misuse occurs where the copyright owner requires that
the licensee exclusively use the owner’s copyrighted product. Third,
misuse occurs where the copyright owner ties the sale of copyrighted
products with either copyrighted or uncopyrighted products. Finally,
misuse occurs where the copyright owner’s licensing scheme directly
prohibits the development and marketing of new products, usually
hardware and software programs. All but the third scenario involve re-
strictive licensing schemes.

6. No Automatic Connection Exists Between the Antitrust
Laws and the Copyright Misuse Defense

Many courts have ruled that a plaintiff’s violation of the antitrust
laws does not constitute a valid defense to a copyright infringement
action.1%4 If the finding of copyright misuse depended on antitrust vio-
lations by the plaintiff, then these antitrust violations would become the
basis of the assertion of the copyright misuse defense in an infringe-
ment action. Though there often exists a connection between the anti-
trust laws and copyright misuse, such a connection is not an absolute
requirement for a finding of copyright misuse.

Often, an antitrust cross-complaint co-exists as the mirror image of
a copyright infringement claim. However, some courts hold that a sep-
arate antitrust suit is not a necessary condition to the assertion of a
misuse defense in a copyright infringement action.95 If a finding of

104 NIMMER, supra note 31, at 286.
105 14, at 292.
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copyright misuse depended on a finding of an antitrust violation, then it
would be a necessary precondition that the infringing party bring forth
an antitrust suit. Consistent with this theory is the Lasercomb court’s
holding that an antitrust violation is a sufficient, but not necessary,
component of the defense and that copyright misuse might be found

even in the absence of the use of the copyright to violate the antitrust
laws,106

7. Antitrust Principles Would Be Incompatible in Defining
Copyright Misuse

Antitrust principles are not necessary in defining copyright misuse
standards. In fact, in many situations, it might be a mistake to use anti-
trust principles to evaluate copyright misuse. Antitrust violations often
rest on the notion of finding market power, which requires a finding of
a specified market share in the defined, relevant market. A monopoly
arises when a product has a dominant market share in the defined, rele-
vant market. The market power prerequisite, i.e., determining that
there is a monopoly, is the first element needed to establish a violation
under section two of the Sherman Act and a requirement for unlawful
tying under section one of the Sherman Act. Liability for tying under
section one exists where (1) two separate products determined by two
different consumer demand curves exist; (2) the defendant forces its
customers to take the tied product in order to obtain the tying product;
(3) the arrangement affects a substantial volume of interstate com-
merce; and (4) the defendant has “market power” in the tying product
market.107

In the antitrust case United States v. Loew’s, the Supreme Court
stated, “when the tying product is patented or copyrighted . . . suffi-
ciency of economic power is presumed.”1% Therefore, a copyright is
often referred to as a “legal monopoly” because of the presumption of
market power. However, many commentators have critiqued the
Loew’s Court’s presumption.l®® Even if such a presumption is war-
ranted, it could easily be rebutted. Arguably, such presumption is even
inaccurate. Copyright protection is available to any “original works of
authorship,”11° which is a minimal requirement. Originality means that

106 T asercomb America, Inc., v. Reynolds, 911 F.2d 970, 977-978 (4th Cir. 1990).

107 Jefferson Parish Hosp. Dist. No. 2 v. Hyde, 466 U.S. 2, 12-18 (1984).

108 United States v. Loew’s Inc., 371 U.S. 38, 47 (1962).

109 J. Diane Brinson, Proof of Economic Power in a Sherman Act Tying Arrangement
Case: Should Economic Power Be Presumed When the Tying Product is Patented or Copy-
righted?, 48 La. L. REv. 29, 34-35 & n.25 (1987) (citing other critiques of the Loew’s court’s
presumption).

10 17 U.S.C. § 102(a).
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“the work was independently created by the author (as opposed to cop-
ied from other works), and that it possesses at least some minimal de-
gree of creativity.”11* Therefore, copyright protection will not prevent
the introduction of close or identical product substitutes, further dimin-
ishing the chance of market power.

Additionally, conditioning a finding of copyright misuse exclu-
sively on antitrust doctrine assumes distinct markets for individual
copyrighted works can be defined, which is often impossible in the cop-
yright context. Such difficulty in defining the market rebuts the pre-
sumption that possession of a copyright confers market power. Market
definition is a threshold consideration in market power analysis under
antitrust law. In antitrust analysis, the United States Supreme Court in
United States v. E.I. Du Pont De Nemours & Co. held that market defi-
nition is determined by “commodities reasonably interchangeable for
the same purposes—price, use, qualities considered and physical char-
acteristics of substituted products.”!2 Interchangeability means the
product can be substituted. When the court defines the market broadly
to include many potential substitutes, the court will find that the prod-
uct confers little market power.

The “interchangeability” principle used under antitrust law to de-
fine a market should not be used to define a market for copyrighted
works. In fact, use of the “interchangeable” principle further rebuts the
presumption that a copyright owner has market power. Often, a high
degree of substitution exists for many categories of copyrightable works
thereby making it difficult to define a market that includes all copy-
rightable works within that category with a degree of substitutability.
The greater the range of substitution, the less chance of finding market
power. The fact that there is often an infinite range of substitutes for
copyrightable works demonstrates the slight chance of finding market
power because of the high degree of substitution, i.e., interchangeabil-
ity. For example, the range of conceivable substitutes for a motion pic-
ture is infinite. In many other cases, an attempt to define the market is
futile because no substitutes exist due to the high level of subjectivity,
uniqueness, and individual creativity involved in the copyrighted work.
Of course, there may be no substitutes even for a motion picture on the
basis that every motion picture has a high level of subjectivity, unique-
ness, and individual creativity. Therefore, for those works where there
are no substitutes, as in a painting, it would be inaccurate to define the
market because there is no market since the work is one of a kind and

UL Fejst Publ’ns v. Rural Tel. Serv. Co., 499 U.S. 340, 345 (1991).
112 United States v. E.I. Du Pont De Nemours & Co. 351 U.S. 377, 395 (1956).
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thus unique. Each painting essentially becomes its own market. For
example, it is difficult to think of a substitute for a Picasso painting, yet
it would be nonsensical to argue that the owner of the copyright in the
Picasso painting has market power in paintings overall or even all Pi-
casso paintings. This is because every painting is one of a kind, let alone
every Picasso. Therefore, the reference to a copyright as a “legal mo-
nopoly” is erroneous and inaccurate for the Supreme Court in United
States v. Loew’s to conclude that a product’s desirability and unique-
ness infer economic power.’® This is because presumption of market
power should not be automatic, since defining the market in copyright-
able works using antitrust standards is difficult. Since defining the mar-
ket is difficult, the determination of the market share and market
power becomes difficult.

Recent litigation in the software industry has raised market power
issues because of the increased importance of software in everyday life,
especially in business. Also, markets can be more easily defined in the
software/hardware context, thus making it easier to determine market
power. Computer programs dealing with application and system opera-
tions are copyrighted because they are considered part of the “literary
works” category of the Copyright Act.l* A Graphic User Interface
(GUI) is generated by a computer program and allows a person to
communicate with a computer via a desktop metaphor with windows,
icons and pull-down menus which can be manipulated on the screen
with a hand-held device called a mouse. A GUI can be registered for
copyright as an audiovisual work.1’> However, consumers value such
computer programs for their functional utility, not their artistic expres-
sion.116 In addition, people value computer programs for the ideas em-
bedded in them. Ideas and functional attributes of software are outside
the scope of the copyright act.11”

The fact that certain software companies have market power does
not necessarily arise from the copyrighted aspects of the software. The
non-copyrightable aspects of a computer program as well as various
market factors and marketing schemes, which are not directly attributa-
ble to the product itself, allow software manufacturers to obtain market
power. The success of the computer program is not solely attributable
to its copyrightable elements. A computer program can often achieve

113 7.oew’s, 371 U.S. at 45.

114 Apple Computer, Inc. v. Franklin Computer Corp., 714 F.2d 1240 (3d Cir. 1983); 17
U.S.C. § 102(a)(1).

115 17 U.S.C. § 102(a)(6).

116 Hanna, supra note 35, at 415-16.

117 Sega Enters. Ltd. v. Accolade, Inc., 977 F.2d 1510, 1519-20 (9th Cir. 1992).
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monopoly power because of aspects outside the protection of the Copy-
right Act such as ideas. For example, Microsoft Windows, which is
copyrighted, enjoys monopoly power in the operations system market.
Part of Windows includes a GUI, which is a large reason behind its
success, and thus Microsoft’s monopoly power. In order to define this
market, we look to “the price, use, qualities and physical characteris-
tics”118 of operations systems. The price and particular use of the sys-
tem are not attributes of copyright law. Nor are a product’s qualities
and physical characteristics, attributes of copyright law because the
Ninth Circuit found six basic ideas embedded in the desktop meta-
phor!!? and ideas are not copyrightable.120 Additionally, Windows en-
joys monopoly power because of Microsoft’s marketing of the program
and Apple’s restrictive, if non-existent, licensing practices of its operat-
ing system software and hardware to other computer manufacturers.
Such marketing and licensing choices of both parties are independent
of copyright law. This illustration involving Windows further rebuts the
presumption that possession of a copyright confers market power, i.e.,
monopoly power on its owner. Therefore, copyright protection stand-
ing by itself, let alone the product standing by itself, are not the only
reasons why software developers and manufacturers often attain mo-
nopoly power.

8. The Copyright Misuse Defense Is Broader in the Area of
Tying Arrangements Than Are Traditional Antitrust
Principles

Antitrust cases involving copyrights or patents often involve “ty-
ing” the copyrighted product to an uncopyrighted product. Patent
owners, under the 1988 Amendments, can condition the license of any
rights to the patent or the sale of the patented product on the acquisi-
tion of a license to rights in another patent or purchase of a separate
product without being deemed an unlawful tying arrangement, thus
running afoul of the patent misuse doctrine, as long as the patent owner
does not have market power in the relevant market for the patented
product.1?! Since copyright misuse is modeled after patent misuse, then
the tying of a copyrighted product to an uncopyrighted product is not
an unlawful tying arrangement unless the copyright owner has market
power in the relevant market for the copyrighted product. Addition-
ally, since the standards for copyrightable material are minimal, such

118 United States v. E.I. Du Pont De Nemours &Co., 351 U.S. 377, 377 (1956).
119 Apple Computer v. Microsoft Corp., 35 F.3d 1435, 1443-44 (9" Cir. 1994).
120 17 U.S.C. § 102(b).

121 25 US.C. § 271(d)(5).
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unlawful tying arrangements may include situations involving the tying
of a copyrighted product to another copyrighted product if that product
is “an original works of authorship fixed in any tangible medium of
expression.”??2 If the copyright owner does possess market power,
then the tying arrangement is deemed a misuse of copyright on the sole
finding of market power. Alternatively, the absence of any market
power discussion from the Lasercomb opinion, which was written two
years after the 1988 Amendments, may indicate that not even market
power is a necessary condition to find copyright misuse in tying ar-
rangements, thereby further demonstrating that the copyright misuse
defense is broader in the area of tying arrangements than are tradi-
tional antirust principles and law.

An unlawful tying arrangement under the Sherman Act requires
three factors in addition to market power in the tying product market:
two separate products determined by two different consumer demand
curves; the defendant forces its customers to take the tied product in
order to obtain the tying product; and the arrangement affects a sub-
stantial volume of interstate commerce.122 Therefore, not only is the
copyright misuse doctrine independent of the antitrust laws, it is also
broader than antitrust law because an unlawful tying arrangement
under the copyright misuse doctrine only requires the satisfaction of
one factor, i.e., market power. Since the copyright misuse defense is
broader in the area of tying arrangements than traditional antitrust law,
the copyright misuse defense exists independently of antitrust law.

9. Application of Antitrust Principles in the Copyright Misuse
Context Is Erroneous Due to the Incompatibility of
Objectives and Means

While both antitrust and copyright ultimately aim to enhance pub-
lic welfare, the paths that these two areas of law take to achieve this
ultimate objective diverge.'>* The Supreme Court in Stewart v. Abend
viewed the dissemination of creative works as a goal of copyright
law.125 Therefore, in order to attain public welfare, there must be a
large volume of creative works available to the public. The Supreme
Court recognized in Harper & Row, Publishers, Inc. v. National Enter-
prises that as an incentive to encourage innovation, creativity and the
creation of new works thereby advancing the public welfare, the gov-

122 17 US.C. § 102(a).

123 Jefferson Parish Hosp. Dist. No. 2 v. Hyde, 466 U.S. 2, 12-18 (1984).
124 Hanna, supra note 35 at 419.

125 Stewart v. Abend, 495 U.S. 207, 228 (1990).
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ernment grants the author a copyright in that creative work for a lim-
ited time.126

Though antitrust law seeks to encourage dissemination of prod-
ucts, it does not seek to encourage investment or innovation in a certain
endeavor or creation of new products. Antitrust law assumes that pub-
lic welfare is best protected by maintaining vigorous competition.2?
The prevention of price-fixing, territorial allocation, boycotts, and mo-
nopolies maintains competition. These measures do not necessarily
provide the incentive to produce and disseminate a large volume of
creative material or create new products. A grant of an exclusive right,
such as a copyright grant, would be viewed as contrary to the public
policy of antitrust law, which would view such exclusive arrangement as
a disruption to the balance of power among competitors. The public
policy behind antitrust seeks to ensure that economic power is ade-
quately dispersed among all competitors. In fact, in many situations,
antitrust law forbids exclusivity in such areas as exclusive dealing and
exclusive selling.128

Predatory pricing is a practice condemned under antitrust law,129
but may actually facilitate the objective of copyright law to disseminate
creative works. Predatory pricing arises where one competitor lowers
its prices in order to sell more than its rivals. At first glance, predatory
pricing appears uneconomical, but in reality, it can be part of a clever
marketing scheme. Such practice becomes unlawful when the prices
are “below an appropriate measure of its rival costs”13? and the com-
petitor has a “reasonable prospect . . . or a dangerous probability, of
recouping its investment in below cost prices.”131 Under the concept of
price predation, the product becomes more widely disseminated since it
becomes more affordable to the general public. As a result, price pre-
dation would help achieve copyright law’s objective of dissemination.
Therefore, the objectives of antitrust law conflict with the objectives of
copyright. As a result, the copyright misuse doctrine should continue
to exist independently of the antitrust laws. An argument applying anti-
trust principles in the copyright misuse context is erroneous because it
falsely assumes a compatibility of objectives and means.

126 Harper & Row, Publishers, Inc. v. Nat'l Enters., 471 U.S. 539, 558 (1985).

127 Hanna, supra note 35, at 421.

128 valley Liquors, Inc. v. Renfield Imps., Ltd., 678 F.2d 742 (7th Cir. 1982) (unlawful
exclusive selling agreement); Tampa Elec. Co. v. Nashville Coal Co., 365 U.S. 320 (1961)(un-
lawful exclusive dealing arrangement).

129 Clayton Act, § 2(a), as amended by Robinson-Patman Act.
130 Brooke Group v. Brown & Williamson Tobacco, 509 U.S. 209, 222 (1993).
131 14, at 224.
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10. Copyright Misuse Analysis Does Not and Should Not Rest
on Antitrust Law Because Antitrust Law and
Copyright Law View Innovation and Creativity in
Different Manners

In order to assess whether to base copyright misuse analysis on
antitrust law, one must assess whether antitrust principles encourage
innovation and creativity. Antitrust law’s attitude towards innovation
and creativity differ from the attitude of copyright law. Antitrust anal-
ysis relies on static single-period models that do not account for innova-
tion and its effect on consumer welfare.!32 In static single-period
models, an investment is assumed to last for a set time period and the
focus is on two possible fixed values at the end of that time period. The
investment can go up or down, usually on a percentage basis. These
models do not take into account fluctuations in value that occur be-
tween the start of the investment and the end of the investment. In
order for innovation and creativity to occur, these fluctuations must be
examined.

Antitrust analysis uses these models to define markets and deter-
mine market power, which make up the root of antitrust principles and
law. An attempt to define markets for copyrighted products runs the
risk of ignoring the creativity that goes into their creation. As men-
tioned earlier, there is often such a high degree of creativity, unique-
ness and subjectivity in a copyrighted work that defining the market for
copyrighted products often becomes difficult. The author’s creativity is
often fixed into a unique tangible form of expression that cannot be
constrained by the limited boundaries of market definition. Since anti-
trust analysis relies on these models, which do not take into account
innovation, antitrust principles do not encourage innovation and crea-
tivity. In the copyright context, due to the uncertainty of the outcome
of innovation, authors who produce socially desirable and commercially
successful works must be guaranteed large profits, beyond the fair mar-
ket value of their time and expenses, to compensate them for the ex
ante risk of investing in innovation.!*3 Antitrust law’s focus on margi-
nal or average cost pricing assumes that innovation is a controlled, con-
tinuous process.’3* Since antitrust law does not encourage creativity or
innovation and its attitude towards innovation and creativity differs
from that of copyright, the copyright misuse doctrine is not and should
not be based on antitrust principles.

132 ANTITRUST, INNOVATION, AND COMPETITIVENESS (Thomas M. Jorde & David J. Teece
eds., 1992) 3-4.

133 Hanna, supra note 35, at 426.

134 Id
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II. ConcLusioN

The recognition of the copyright misuse defense is justified based
on the recognition of a patent misuse defense and the shared public
policy goals of both patent and copyright law. The scope of the copy-
right misuse defense is based on the statutory law and case law affect-
ing the patent misuse defense. Additionally, the scope of the copyright
misuse defense is defined through this article’s discussion of the inde-
pendence of the copyright misuse defense from antitrust laws and prin-
ciples. Copyright misuse generally arises where the copyright owner
tries to leverage the rights embodied in the grant of copyright into un-
protected areas thereby allowing the copyright owner to unlawfully at-
tain rights not covered by the grant. One situation is where the
copyright owner either indirectly limits or unduly restricts the volume
or range of products created by licensees. Such examples includes situ-
ations where the copyright owner tries to gain a limited monopoly over
uncopyrighted and unpatented products by indirect means through li-
censing restrictions or where the copyright owner uses the licensing
scheme of its copyrighted product to gain control over the public distri-
bution and adaptation rights embodied in the copyright owned by its
licensees. Misuse occurs where the copyright owner requires that the
licensee exclusively use the owner’s copyrighted product. Also, misuse
occurs where the copyright owner ties the sale of copyrighted products
with either copyrighted or uncopyrighted products. Finally, misuse oc-
curs where the copyright owner’s licensing scheme directly prohibits
the development and marketing of new products, usually hardware and
software programs.

In addition, the copyright misuse defense should continue to exist
independently of the antitrust laws and principles. The copyright mis-
use defense arose from equitable principles, not antitrust principles;
therefore it is independent of antitrust principles. Antitrust analysis is
absent from the relevant case law, which demonstrates the equitable
nature of the copyright misuse defense. The copyright misuse doctrine
is broader than antitrust principles in determining when possession of a
monopoly becomes unlawful. No automatic connection between the
antitrust laws and the copyright misuse defense exists. Antitrust princi-
ples would be incompatible in defining copyright misuse. In the area of
tying arrangements, the copyright misuse defense is broader than tradi-
tional antitrust law, which further demonstrates the independence of
the doctrine from antitrust law. The application of antitrust principles
in the copyright misuse context is erroneous due to the incompatibility
of objectives and means. Copyright misuse analysis does not and
should not rest on antitrust law because antitrust law and copyright law
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view innovation and creativity in different manners. For these reasons,
the copyright misuse defense should be recognized by every circuit in
the nation and explicitly by the Supreme Court. The time has come to
recognize that the copyright misuse is a viable defense that is not a
mere fixture of the antitrust laws.








