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Proper Use of Patent Misuse Doctrine

An antitrust defense to patent
infringement actions in need of
rational reform
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(Reprinted by permission of the Mercer Law Review,
Walter F. George School of Law)

The United States patent system, modeled after others
predating it by centuries, was created to serve the laudable
constitutional objectives of advancing the public well-
being by promoting “the progress of science and useful
arts.”! Even the most casual examination, however,
readily reveals a vast array of deficiencies, each hamper-
ing the system’s ability to live up to its constitutional man-
date.

Congressional and judicial leaders have wasted few
words in condemning the evils which they perceive in this
ancient system. One Congressman recently charged that
the patent bar’s proposals for change “have been
retrogressive, seeking to lower the standard of invention
and create barriers to effective evaluation and elimination
of improper or fraudulently procured patents.”2 Courts
also have conspicuously voiced their criticisms. As former
Supreme Court Justice Abe Fortas stated, judges “ap-
proach patents with the kind of suspicion and hostility that
a city-bred boy feels when he must traverse a jungle full of
snakes.”3

So pervasive are the problems plaguing the patent
system that even cataloging them in a single paper would
be difficult. These shortcomings result in various in-
justices to inventors, patentees, infringers, and the public.
The problems include standards of patentability which
fail to award patents for meaningful contributions but
sometimes grant patents on trivia. Patent application pro-
cedures are ill equipped to ferret cut fraudulent conduct.
The frequent jest that the massive financial and time bur-
dens of complex patent litigation result in everybody’s
loss except the lawyers may not be far from the truth.
These and countless other thorns in the side of the Con-
stitution’s patent clause are discussed at length in a num-
ber of thoughtful articles.4 Accordingly, this paper is
deliberately limited to one vitally important aspect of the
complex system designed “to promote the progress of
science and useful arts.” Specifically, we shall consider
possible reform of the “patent misuse” defense to infringe-
ment actions.

The patent misuse defense is available to an infringer if
he can demonstrate improper conduct by the patentee, fre-
quently, but not necessarily, conduct in the nature of an
antitrust violation. Surprisingly, the defense is often avail-
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able even if the patentee’s misconduct has no impact on
the infringer or, for that matter, even if the challenged
conduct fails to injure anyone, Suggested reforms of the
patent misuse defense will be discussed after a brief review
of the historical evolution of the doctrine and its status in
the courts today.

SUMMARY OF THE PATENT MISUSE DOCTRINE

Historical Background

Initially there was no patent misuse doctrine. Courts
permitted, and in fact aided, patentees in expanding the
scope of their lawful monopoly to include unpatented
product. For example, in Heaton-Peninsular Button-
Fastener Co. v. Eureka Specialty Co.,5 a supplier of unpat-
ented wire staples suitable for use in the patented button-
fastener machine was held liable as a contributory in-
fringer for his sales to purchasers of the invention who had
previously agreed to buy the staples only from the pat-
entee. Similarly, Henry v. A. B. Dick Co.% approved the
patentee’s sale of his patented mimeograph machines con-
ditioned on the purchaser’s agreement to buy unpatented
paper and ink only from the patentee. Thus, it was held
that a supplier of unpatented ink to a mimeograph ma-
chine purchaser was liable as a contributory infringer. The
rationale seems to have been that since the patentee could
exclude others entirely, he could therefore license them
on any terms he chose.

But the Court soon retracted from its policy of aiding
patentees in securing additional monopolies through the
leverage of their patent monopolies. In Motion Picture Pat-
ents Co. v. Universal Film Manufacturing Co.,” the Court
expressly overruled A. B. Dick and refused to enforce the
patentee’s contractual provision that the purchaser of the
patented movie projector also purchase unpatented film
from the patentee. Although recognizing that the Clayton
Act policy would achieve the same result, the Court based
its holding on patent law principles, since no infringement
was involved in the purehase or sale of unpatented
materials, Similarly, the Court in Carbice Corp. of America
v. American Patents Development Corp.# refused to hold
the supplier of unpatented dry ice liable as a contributory
infringer when he sold it to a purchaser of a patented
refrigerated transportation package which had been
licensed only for use with the patentee’s supplies of dry
ice.

A slightly different situation arose in Leitch Manufac-
turing Co. v. Barber Co.% In Leitch, the patent covered the
process of using an unpatented emulsion in certain paving
operations. The patentee’s method of obtaining his
monopoly reward was to give an implied license for the
use of the patented process with his sales of the unpatented
emulsion. The defendant was a supplier of the unpatented
emulsion. This emulsion apparently could also be used for
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nonpatented processes. The Court refused to hold the de-
tendant liable for contributory infringement because the
patentee was seeking “by its method of doing business to
extend the monopoly to unpatented material used in prac-
ticing the invention,10

Although Motion Picture Patents, Carbice, and Leirch
refused to enforce contractual attempts to create nonpat-
ent monopolies, these cases did not go so far as to hold
that the patentee’s misconduct in attempting to expand his
monopoly would be a defense in cases of actual infringe-
ment of the patent.!!

Birth Of Patent Misuse As A Defense And Subsequent
Developments
The misuse defense came into being with Morton Salt
Co. v. G. 8. Suppiger Co.'2 Morton’s patent covered a ma-
chine for depositing predetermined amounts of salt tablets
in canning operations, Morton leased the patented ma-
chines on the express condition that unpatented salt
tablets having a peculiar configuration rendering them
capable of convenient use in the patented machine be
purchased only from Morton, The defendant in Morton
Salr was charged with infringement because it made and
leased similar machines and also supplied the specially
shaped unpatented salt tablets to use with the machines,
The Supreme Court noted that
[t]he question we must decide is not necessarily whether
[the patentee] has violated the Clayton Act, but whether a
court of equity will lend its aid to protect the patent
monopoly when respondent is using it as the cffective
means of restraining competition with its sale of an unpat-
ented article.!?

. The Court determined that the patentee was

making use of its patent monopoly to restrain competition
in the markcting of unpatented articles, salt tablets, for
use with the patented machines, and is aiding in the crea-
tion of a limited monopoly in the tablets not within that
granted by the patent, !4

Citing Motion Picture Patents, the Court observed that a
patentee “may not restrain as a contributory infringer one
who sells to the licensee like materials for like use.”!s
Referring to the constitutional grant as the source of our
patent laws, the Court held that

the public policy which includes inventions within the
granted 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
contrary to public policy to grant.16

Thus, it concluded that “[i]t is a principle of general ap-
plication that courts, and especially courts of equity, may
appropriately withhold their aid where a plaintiff is using
the right asserted contrary to the public interest.”!? The
Court then brushed aside the assertion that this doctrine
was limited to those cases where the patentee sought to
restrain a contributory infringer in the sale of unpatented
articles.!8

Similarly rejected was the assertion that to deny
enforcement of the patent, the misconduct must directly
concern the particular act or transaction sought to be
enjoined:

[t is the adverse effect upon the public interest of a suc-
cessful infringement suit, in conjunction with the pat-
entee’s course of conduct, which disqualifies him to main-
tain the suit, regardless of whether the particular defendant
has suffered from the misuse of the patent. 1Y
Some confusion exists as to the philosophy underlying
the defense, It has been alternatively referred to as based
on “patent policy” and “antitrust policy.”2¢ [n any event,
regardless of whether the misuse doctrine is based on “pat-
ent policy” or “antitrust policy” — if there is in fact really
any conflict — the defense has enabled infringers to avoid
liability, at least until the effects of improper conduct are
“purged,”2! in a variety of patent abuse situations.22

The Misuse Doctrine Today

Now the doctrine is asserted when patent licenses in-
clude provisions setting the price of licensee’s sales,?3
specifying the territories licensed,2 defining the “fields of
use” within which the licensee may practice the inven-
tion,2> or requiring the improper grant back of improve-
ment inventions, 26 Similarly, misuse can arise in connec-
tion with irregularities in patent procurement2’ or mis-
conduct in Patent Office interference proceedings.?8 Each
of these situations requires careful factual and legal
analysis to determine whether a misuse has occurred.

Extreme applications of the defense have been
reported. For example, in F. C. Russell Co. v. Constimers
Insulation Co,2Y the patentee was denied the right to
recover any damages from the infringer. In that case, the
patentee manufactured the patented storm windows and
distributed them under contracts in which the distributor
agreed “not to merchandise or offer for sale any merchan-
dise which could be competitive” with those manufac-
tured by the patentee. The patentee’s argument that there
should be no misuse since there was no evidence that it en-
forced the challenged restriction was rejected. Misuse was
found in the “inchoate threat which these circumstances
engender[ed]....”30

A similar exclusive dealing provision was held to con-
stitute misuse and deprive the patentee of infringement
damages in Berlenbach v. Anderson & Thompson Ski Co,3!
This result was reached even though there was no “proof
of substantial lessening of competition” and despite the
apparently uncontroverted assertion that the offending
provision in the patentee’s dealership contract was never
enforced.32

In each case, if misuse is found, it is an absolute defense
to any liability under a patent even where validity and in-
fringement are established. The following characteristics
of the misuse doctrine raise interesting questions as to the
soundness of the doctrine as it has now evolved:

(1) Although frequently involving an antitrust viola-
tion, it is not necessary that the patentee’s improper
conduct include all the elements of a violation of the
antitrust laws to constitute a misuse defense;33

(2) it is not necessary that the patentee’s improper
conduct directly concern the transaction or activity
which is alleged to be an infringement of the pat-
ent;34

(3) it is not necessary that the infringer raising the
misuse defense be a victim of or in any way be
affected by the alleged misuse;3 and

(4) The patentee’s improper activity need not affect
anything at the time the defense is raised, i.e, the
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misuse¢ can be of an incipient nature such as with
unenforced, but improper, provisions in patent
licenses. 36

Not only is the misuse doctrine available as a defense in
each different circumstance listed above, but in each the
result is the same — total disability of the patent (at least
until a purge has been shown), precluding the recovery of
any royalties and precluding injunctive relief. Once the
misuse is found, there is often no inquiry into the serious-
ness of the patentee’s impropriety, the impact of such im-
propriety on the infringer or the public, or the amount of
royalties at issue in the suit. Thus, the doctrine formulated
by Morton Salt in the context of a flagrant attempt to
monopolize unpatented products has resulted in applica-
tion of the same harsh Draconian remedy in countless dis-
similar situations.

A POSSIBLE APPROACH TO RATIONAL REFORM
OF THE MISUSE DOCTRINE

In lamenting over curious results created by application
of the misuse defense, one learned commentator observed
that “[t]hieves are ingenious scoundrels” and “the modern
invention thief” is seizing on a technicality “in the hope of
escaping liability " 37

Various theories have been advanced to explain the
situation which patentees find themselves in as a result of
perceived misuses of the misuse doctrine, A simplistic ex-
planation is that courts and legislators are prejudiced
against inventors and cannot appreciate the gomplexities
involved in such matters. But to the extent such prejudice
exists, it may be more of a symptom than a cause.

More plausible perhaps, is that the anomalies have
arisen from the evolution of the doctrine itself. It was for-
mulated by the Supreme Court in Morton Salt in the con-
text of a patentee’s use of the leverage of its monopoly to
also monopolize unpatented commodities — a practice
which today is considered to be a per se tie-in restriction.
Faced with this flagrant anticompetitive practice, the
Supreme Court formulated a rule which may well have
been just under the circumstances which faced the Court
in that case.

Subsequently, courts were faced with a variety of patent
abuses, many far less obnoxious than the one giving birth
to the misuse doctrine. Even if we assume that these less
offensive practices warranted some judicial scrutiny, it
does not necessarily follow that the remedy should have
been identical to that imposed in the first case involving
the more flagrant violation, Nevertheless, the courts, with
little or no analysis, did apply the same Morton Salt
remedy, i.e., total disability of the patent once any kind of
misuse was found.

One is compelled to ask, why have patentees and
leaders of the bar not been successful in their extensive at-
tempits to reform the system? One explanation is that most
advocates for reform seek too much. At one end of the
spectrum there are undoubtedly those who believe the
patent misuse remedy with its Draconian results should
not only be preserved, but perhaps expanded. At the other
extremity there are those who advocate that “antitrust
issues should be excluded from infringement suits.”38 The
patent bar's proposals for licensing legislation have been

described by Justice Department representatives as “‘con-
trary to the public interest,” and possibly allowing a pat-
entee “‘to impose price-fixing, tie-ins, and other such anti-
competitive arrangements upon his licensees....[He
could] engage in various types of conduct which tradi-
tionally have been regarded as involving antitrust viola-
tions.” 39

With so many of the advocates for reform seeking com-
plete abolition or drastic curtailment of the misuse
doctrine we have found that no reform has come about.
To seek complete immunity from the strictures of the anti-
trust laws and the long established principle that patentees
should not engage in restrictive conduct beyond the scope
of their lawful grants is unrealistic and simply asking too
much.

It is suggested that a rational program for reform of the
patent misuse doctrine would have two objectives, First,
establish criteria for when patent misuse could be a
defense. Patent misuse would remain a defense in patent
infringement actions, but it would be strictly limited to
those situations where the conduct of the patentee is either
intended to be anticompetitive, in fact is anticompetitive,
or in some way injures the infringer, the public, or some
third party. Second, there should be a reformulation of
the remedy to be applied where there is a finding of patent
misuse. Rather than automatically deprive the patentee of
all his royalty and injunctive rights regardless of the im-
pact of the impropriety and regardless of the amount of
royalties in dispute, the remedy should be formulated to
fit the abuse in a particular case.40 For example, rather
than deprive the patentee of ali infringement damages, the
injured infringer could be allowed a credit to compensate
for any injury caused to the infringer. If it is a third party
or the public at large that is injured, then an appropriate
figure could be deducted from the infringement damage
award.

To be sure, what is proposed here will not satisfy the
wishes of those patent advocates who seek wholesale im-
munities from antitrust principles for patent activities,
But, it is hoped that these suggestions for more moderate
reformations will form the basis for a rational dialogue
and ultimate improvement of the patent system.
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