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Patent misuse refers to the acts of patent owners when they attempt to extend a patent’s exclusivity beyond its physical or
temporal scope. Common examples of patent misuse include tying or patent term extension. The patent misuse has its roots
in the doctrine of equity and was judicially created doctrine in the United States. Over the past century the concept has
evolved considerably and has hanged over the heads of patent owners. However, an antitrust-like analysis is replacing the
historical per se illegality of patent misuse acts gradually. The pressure over the concept is slowly taking its toll with
increasing calls for its abolition. This paper discusses the history and origins of patent misuse, its interface with competition
law and treatment under various articles of the TRIPS Agreement.
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The Doctrine of Patent Misuse originated in the
United States. A judicially created doctrine, patent
misuse has evolved considerably over the past century
and has haunted patent owners consistently. However,
the historical per se illegality of actions deemed to be
misuse of the right to exclude, based on patent-equal-
market-power presumption, is now being gradually
replaced with antitrust-like analysis. In the backdrop
of this development, many commentators question the
existence of the doctrine, some even demanding its
abolition.'

Patent Misuse may be defined as any act of the
patent owner that extends exclusivity beyond the
‘physical and temporal scope’” of the granted patent.
Physical scope of the patent is determined by its
claims® (aided by the description and drawings),
whereas the temporal scope is normally the statutory
period of patent term. A patent owner who, relying on
the patent right, tries to exert control beyond such
claims or protection period is deemed to be engaging
in patent misuse.

Common examples of extension of physical or
temporal scope of patent would be tying arrangement
and extension of patent term. Patent misuse, is
normally considered per se illegal (historically, the
courts did not engage in the analysis of actual market
conditions). However, the 1988 patent misuse
amendments® in the United States and the 2006
1llinois Tool Works decision of the U.S. Supreme
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Court now require the employment of the rule of
reason analysis at least on the antitrust aspect of a
case.’

The patent misuse doctrine is usually relied upon as
a defense by an alleged infringer or a licensee in a suit
brought by a patentee. It is a shield, therefore, and not
a sword.” Accordingly, an accused infringer may not
be able to rely on it as a‘basis for affirmative claims
for monetary or injunctive relief,”® but only afford her
an opportunity to assert a defense to avoid legal
sanctions.

If the court finds that a patentee has engaged in
patent misuse, the patent is held unenforceable to the
extent of the misuse. For example, in case of patent
term extension through a license,’ the court may hold
the license clause void whereas, the patent itself
remains enforceable against third parties and other
licensees. Unlike an antitrust sanction, the patentee is
allowed to ‘purge’ or correct the misuse, upon which
the patent becomes fully enforceable once again. The
unenforceability is not ‘against the world’'® and not
forever. The patentee can correct the misuse, inform
the interested parties and reassert the right granted
under the patent.

Patent Misuse Doctrine

Roots in the Doctrine of Equity

The Patent Misuse Doctrine has its roots in the
doctrine of equity in common law.'"" The United
States Judicial System was divided into courts of law
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and courts of equity before 1938. Courts of law were
authorized to award damages whereas the courts of
equity had the exclusive authority to grant injunctive
relief and accounting for profits.'” Therefore, for
seekingdifferent reliefs, a claimant had to go to two
separate courts. The courts of equity were generally
seen to be not as rigid in the application of law as
compared to courts of law."

As injunctive relief is of vital importance in
enforcing the right to exclude granted by a patent,"
the role of courts of equity was of paramount
importance in cases of patent infringement."” Another
reason forthe importance of the role of courts of
equity in patent infringement cases was that these
courts had the exclusive jurisdiction to award
accounting of profits of the infringer to the claimant.

Concept of ‘Unclean Hands’

Part of the law of equity is the concept of ‘unclean
hands.” A defensive doctrine, ‘unclean hands’ allows
an alleged infringer to raise an equitable defense that
the claimant ‘had committed an injustice or
impropriety related to the subject matter of the
action.”'° In 1933, the United States Supreme Court in
Keystone Driller v General Excavator'’, citing
Story’s Equity Jurisprudence, 14th ed., § 98, stated
‘that [...] a complainant [...] must come into court with
clean hands.’"® The Court further held that:

“[W]henever a party... who seeks to obtain some
remedy [from a court of equity] has violated
conscience or good faith or other equitable principle
in his prior conduct, then the doors of the court will
be shut against him in limine; the court will refuse to
interfere on his behalf, to acknowledge his right, or to
award him any remedy.”"’

At another instance, the U.S. Supreme Courtheld
patent misuse to be‘an extension of the doctrine of
unclean hands to the patent field.”*

Motion Picture and Morton Salt

Theconcept of patent misuse emerged in Motion
Picture, though the court did not label it as such. This
was a case of tying sales of patented film projectors
and patented film making techniques through a
license. The U.S. Supreme Court held that, ‘the scope
of every patent is limited to the invention described in
the claims contained in it, read in the light of the
specification.” The court then stated, making
observation on the notice, attached with Motion
Picture’s patented machines, restricting their usage
only to its films,
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“[s]ucha restriction is invalid because such a film
is obviously not any part of the invention of the patent
in suit; because it is an attempt, without statutory
warrant, to continue the patent monopoly in this
particular character of film after it has expired, and
because to enforce it would be to create a monopoly
in the manufacture and use of moving picture films,
wholly outside of the patent in suit and of the patent
law as we have interpreted it.”**

The Court heavily relied on public interest instead
of analyzing the effects of tying on competition in the
market. However, it was only in Morton Salt”
that the U.S. Supreme Court ‘expressly labeled the
defense “misuse” and created the present blanket
unenforceability remedy.”** Morton Salt was another
tying case where the Court relied upon the public
policy reasoning based on the Motion Picture
rationale. Invoking the doctrine of ‘unclean hands,’**
the Court held, that ‘[i]t is a principle of general
application that... courts of equity, may appropriately
withhold their aid where the plaintiff is using the right
asserted contrary to the public interest.’” The Court
so holding created the ‘misuse’ defense in patent
infringement cases, which required only a finding of
violation of ‘public policy of the United States
evinced by the Constitution and the patent law’*®
without any analysis of the actual market conditions.”’

Limiting the Patent Misuse Doctrine

In the ensuing forty years, both Congress™ and the
U.S. Supreme Court limited the doctrine at regular
intervals. The attrition started with the dissent of
Justice O’Conner in Jefferson Parish, which
questioned the presumption that patents equal market
power in the context of antitrust analysis.”’ Four years
after Jefferson Parish, the Congress amended the
Patent Act to limit the patent misuse doctrine. The
new Section 271(d)(5), addressing the issue of tying,
required showing of ‘market power in the relevant
market for the [tying product].”*® Finally in Illinois
Tool, the Supreme Court emphasizing on the
requirement of Section 271(d)(5), held that illegality
of a tying arrangement ‘must be supported by proof of
market power in the relevant market...””" This
severely circumscribed the scope of patent misuse
doctrine as compared toits original reach.

Patent Misuse and Antitrust

As evident from the change in statute in 1988 and
the recent approach of the U. S. Supreme Court,
progress with respect to patent misuse has been made
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in the direction of antitrust-like analysis.”> Dratler
observes a‘growing trend among the lower courts to
shape misuse doctrine to the contours of antitrust
law.”* The resulting similarity between patent misuse
and antitrust analyses and the careful balancing of the
antitrust lawsthrough the rule of reason approach is
convincing growing number of commentators on the
redundancy of the misuse doctrine.**

However, the patent misuse doctrine still differs
from antitrust in various respects, some of which are
as follows. First, as mentioned earlier, misuse is a
shield and not a sword and cannot be used
affirmatively, unlike an offensive antitrust claim.
Second, misuse can be purged after which the
patentee can assert his complete rights to exclude
everyone, without his permission, to use his
invention.”® Third, for finding misuse, there is no
requirement of presence of condemnable offense
under the antitrust laws.”® Fourth, in patent misuse
case, neither the government nor those whose actions
have not been challenged have any standing in the
court.”’” It may be argued that due to these differences
the defendants in patent infringement cases in the
U. S. may continue to rely upon patent misuse
defense, unless it is completely eliminated.’®

Patent Misuse and TRIPS

Various provisions of the TRIPS Agreement allow
countries to adopt measures to check the abuse of IPRs.
Historically, the main tool to do so was considered to be
compulsory licenses. The patent misuse doctrine
signifies another option that countries may employ to
check excesses of the IPR holders. Moreover, the social,
political and economic realities ofdeveloping countries
may make adoption of patent misuse doctrine a
practicable choice. Several enticements may work in this
regard. For starters, the universal problem of access to
medicine® and the perpetual attempts for patent
ever-greening by branded drug manufacturers can be a
potential trigger. Similarly, generic pharmaceutical
industry in developing countries would also have a
crucial interest in the recognition of such a defense.
Even though patent misuse is a shield, it may potentially
be a sword as well, not in the hands of the alleged
infringer, but over the heads of patentees.

Article 8(2)

The misuse doctrine appears to be in line with the
proportionality and consistency requirements of
Article 8(2). With respect to the requirement of
proportionality, the unenforceability of the patent in
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case of a patent misuse is not uncorrectable. ‘Purging’
is an important part of the doctrine and ensures that
the unenforceability is proportional to patentee’s
conduct.™ The unenforceability is also not ‘against
the world.”*! The idea is to match the measure with
the misuse.** Consistency with Article 30 and 31 will
be discussed below.

Article 30: The Three-Step Test*

The Patent Misuse Doctrine may also meet the three-
step test of Article 30. The patent is decreed
unenforceable in the first place because the patentee
attempts to exploit the patent abnormally by extending
the physical and temporal scope of the patent. The
misuse doctrine does not restrict patentee’s exploitation
of the patent beyond the misuse.* Therefore, there may
be no unreasonable conflict with the normal exploitation
of the patent.

The unenforceability in patent misuse cases is for a
limited period of time,* in contrast to the doctrine of
‘inequitable conduct,”* which ‘cannot be purged after
the fact.’** At the same time the scope of the sanction is
also limited to the misuse itself.”” The patent becomes
fully enforceable as soon as the misuse is purged.*

Thirdly, the unenforceability sanction does not
‘unreasonably prejudice the legitimate interests
of the patent owner.” As mentioned above, the
unenforceability is to the extent of the misuse and is a
sanction against illegal extension of scope of patent
exclusivity. Under the current misuse doctrine, the
patent owner has no legitimate interest in extending the
exclusivity beyond what is allowed by the law.’
The proportionality of unenforceability sanction is
reflective of the legitimate interests of third parties.
Moreover, the basis of the misuse doctrine is public
interest and policy.”> Thus, it can be argued that the
patent misuse doctrine ‘take[s] into account the
legitimate interests of third parties’® both as an
enabling as well as a limiting factor in the final
analysis.

Article 31

Article 31 relates to the direct authorization by the
government for use of the subject matter of a patent
by someone other than the patentee.” The use is
subject to meeting the requirements set out in the sub-
provisions of the article. Moreover, the use of the
subject matter of a patent is separate and distinct from
that allowed under Article 30.

The patent misuse defense does not directly
translate into an authorization of use of the subject
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matter of a patent. However, it can be inferred from
the unenforceability sanction that the alleged infringer
may continue using the subject-matter. As only that
party, which has suffered harm from patentee’s
misuse conduct can raise a patent misuse defense,” in
most cases the unenforceability sanction would be
considered an indirect authorization to the infringer to
continue with the exploitation of the subject matter of
the patent without the authorization of the patentee
until the misuse is purged. Therefore, the patent
misuse doctrine may be subject to the requirements of
Article 31. The indirect authorization in cases of
patent misuse is on individual merits of the case.’’
The authorization may not require prior negotiations
between the contending parties in all cases. Even
cases like national emergency, circumstances of
extreme urgency and public non-commercial use are
not always the reasons for unenforceability sanction
in a patent misuse defense.”> Therefore the patent
misuse sanction and resulting indirect authorization
may not meet the requirements of Article 31(b). The
sanction is limited in scope and duration of the misuse
till it is purged.”® The sanction also meets the
requirement of non-exclusivity and non-assignability.>*
The indirect authorization may not restrict the alleged
infringer’s production to supply to the domestic
market.” The unenforceability sanction is effective
till the misuse is not purged® and also the sanction is
also subject to review on appeal.”® The authorized use
under the misuse doctrine may not entitle the patentee
any remuneration, as the unenforceability is a
sanction on the improper extension of exclusivity by
the patentee.’’

The most interesting case for patent misuse
doctrine is in Article 31(k) which allows ‘member
[states] not [...] to apply the conditions set forth in
subparagraphs in (b) and (f) where such use is
permitted to remedy a practice determined after
judicial [...] process to be anti-competitive.’As
discussed earlier, most of the misuse cases are also
liable for sanction under antitrust law and there is
progressive convergence between the two doctrines.
Therefore, subparagraphs (b) and (f) which appear to
be in conflict with the misuse doctrine might not
apply where the misuse is also an antitrust violation.

It may therefore be argued that the patent misuse
doctrine and the unenforceability sanction may
also meet the requirements set out in different
subparagraphs of Article 31 where the misuse is also
adjudged to be an antitrust violation. Thus the patent
misuse doctrine, at least in the refined form as being

envisaged by the U.S. Congress and the Supreme
Court meets the requirements of the TRIPS provisions
discussed above.

Article 40

Article 40(1) specifies that WTO members can
specify in their legislation licensing practices that ‘may
in particular cases constitute an abuse of intellectual
property rights having an adverse effect on competition
in the relevant market.””® A narrow reading of the
phrase ‘adverse effect on competition in the relevant
market” would imply that only those licensing
conditions that have anti-competitive effects would
trigger the sanctions. All those licensing conditions that
may violate public policy, other than antitrust, of a
WTO Member does not fall under this article. This is
also in line with the argument that antitrust laws are not
for the protection of a competitor but competition
itself. A broader interpretation would put all IPR
abuses through licensing arrangements with in the
ambit of this article. A licensee is, nevertheless,
adversely affected by the abuse and the licensing terms
may affect his performance in the marketplace. The
patent misuse defense can be raised if the defendant
can make a case of ‘unclean hands’ (as required under
the doctrine). The U.S. Supreme Court decisions may
have founded the misuse doctrine on public policy;
however, the same practices were also found to be
infringing antitrust laws. Therefore, it may be argued
that Article 40(1) would not bar adoption of patent
misuse defense.

Conclusion

The Doctrine of Patent Misuse serves as an
important check on the abuse of patents by the right
holders. It works effectively to achieve the normative
goals of the patent system and to ensure that a balance
between users, innovators and follow-on innovators is
maintained. The Doctrine of Patent Misuse is in line
with the provisions of the TRIPS Agreement as
discussed above. Developing countries and respective
courts of law will be well-advised to incorporate this
doctrine in their laws and decisions respectively.
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