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Abstract 

The interface between copyright law and competition law has always been a topic 

of debate in legal and economic circ1es. Since the last decade however, new economy 

markets pose new challenges to this interface. Network effects, interconnectivity, rapid 

innovation, and exc1udability are characteristics of new economy markets. Particularly 

network effects can, in connection with copyright protection, increase market power and 

provoke competition authorities to monitor the exercise of copyrights. 

This thesis contains an analysis of the background and underlying princip les of 

Canadian copyright law and competition law. It gives an overview over their interface in 

the legislation and the impact of competition policy on copyright litigation. It also 

examines the Intellectual Property Enforcement Guidelines that were issued by the 

Canadian Competition Bureau in September 2000. 

The thesis conc1udes that competition law and copyright law are complementary 

instruments that serve the same goals. The two bodies of law are drafted so that they 

would not oppose one another. Instead of curbing copyright protection through 

competition policy enforcement, new challenges posed by new economy markets should 

be met by rethinking copyright policy and protection in these markets. 



The Impact of Competition Law on Copyright Law in New Economy Markets in Canada - Résumé ii 

Résumé 

La relation entre le droit d'auteur et le droit de la concurrence fait l'objet d'un 

débat récurrent dans les sphères juridique et économique. Depuis la dernière décennie, la 

«nouvelle économie », caractérisée par l'effet de réseaux, l'interconnectivité, 

l'innovation rapide et la possibilité d'exclure, pose de nouveaux défis à cette relation. 

Plus particulièrement, l'effet de réseaux, dans le contexte de la protection des droits 

d'auteur, peut renforcer la puissance commerciale du détenteur de ces droits et amener les 

autorités en matière de concurrence à réviser certains actes liés à l'exercice des droits 

d'auteur. 

Le présent mémoire analyse le contexte et les principes fondamentaux du droit 

d'auteur et du droit de la concurrence canadiens. La relation entre ces deux régimes et 

l'impact des politiques en matière de concurrence sur les litiges liés au droit d'auteur y 

sont examinés. Le mémoire étudie également les Lignes directrices pour l'application de 

la Loi en matière de propriété intellectuelle émises par le Bureau de la concurrence en 

septembre 2000. 

Le mémoire conclut que le droit de la concurrence et le droit d'auteur sont des 

instruments complémentaires dans la poursuite d'objectifs communs. Les deux régimes 

juridiques sont construits de façon à ne pas entrer en conflit l'un avec l'autre. Plutôt que 

de limiter la protection du droit d'auteur par l'application du droit de la concurrence, les 

nouveaux défis posés par la nouvelle économie devraient être relevés en repensant les 

politiques en matière de droit d'auteur et la protection de ces droits dans le cadre 

particulier des marchés en question. 
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Introduction 

1. Introduction 

Competition policy and intellectual pro pert y rights are key instruments for 

govemments that seek to foster innovation and rapid diffusion of new technology. Firms 

that operate in the area of new technology employ Întellectual property rights extensively 

because they constitute important strategie assets. 

The interface between intellectual property rights and competition policy is a 

longstanding topic of debate in economic and legal circ1es. In the last decade however, 

competition policy has confronted intellectual property issues with increased frequency 

and complexity. This is due to the fact that new economy markets are more and more 

dependent on products and services that are the expression and embodiment of ideas. 

Expression and embodiment of ideas can be protected by intellectual property rights. This 

protection can be used and misused in anti-competitive attempts to exclude competitors 

from the market. 

Competition policy and intellectual property rights seem to be fundamentally at 

odds with one another as intellectual property rights have the potential to create market 

power through monopoly rights whereas the incentive of competition policy is to curb 

market power and destroy monopolies. But, competition policy and intellectual property 

policy are not necessarily antagonistic. In fact, they are complementary instruments that 

serve the same goals of promoting efficient competition, innovation and diffusion of new 

technology, albeit in different ways. Intellectual property policy is about creating 
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incentives for investment in research and development and other creative activities 

resulting in new products and processes; competition policy is about maintaining healthy 

inter-firm rivalry in markets, which itself is a vital pre-condition for innovation and 

productivity improvement.1 Accumulation of knowledge and innovation is central to 

growth and the process of competition in a market-based economy.2 

Competition policy should not alm to destroy legally obtaiued intellectual 

property rights. Rather, it should aim to limit only improper use of intellectual property 

rights in order to promote competition policy objectives. The question then becomes: 

under what circumstances and to what extend is the exercise of intellectllal property rights 

improper? Using them in a way that goes beyond the scope of their legal monopoly can 

violate antitrust provisions dealing with dominant positions or anti-competitive practices 

and agreements. In this respect, the tension between competition law and intellectual 

property rights does not differ from the one between competition law and any other 

legally obtained exclusionary right. 

This thesis focuses on the impact of competition law on the use of copyrights in 

new economy markets. New economy markets are more dynamic and efficient than 

traditional ones. They are characterized by high innovation costs for information assets. 

These as sets are - mostly due to the emergence of computer technology - easily 

2 

Anderson, Robert D., "InteUectual Property Rights and the Competition Act: Different Perspectives on Welfare 
Maximization, Section C: Competition Policy and Intellectual Property Rights: Complementary Framework 
Policies for Innovation and Efficiency" in James B. Musgrove, ed., Competition Law for the 21st Century (Juris 
Publishing, Canadian Bar Association, Competition Law Section, 1997 Annuai Conference) at 367, at 369f 
Anderson, Robert D. and GaUini, Nancy T., "Competition Policy, Intellectual Property Rights, and Efficiency: An 
Introduction to the Issues" in Robert D. Anderson and Nancy T. GaUini, ed., Competition PoUcy and lntellectual 
Property Rights in the Knowledge-Based Economy (Calgary: University of Calgary Press, 1998) at l, at 2. 



Introduction 3 

reproducible at very low costs. AIso, new economy markets depend strongly on 

communications, which makes interoperability and dependence on network effects 

inevitable. Therefore, battles occur among firms seeking standard status, first entry, and 

early lead advantages in large networks. Access to large networks Ïncreases product value 

to new and old users. Control over networks enlarges market penetration and results in 

significant power. Consequently, competitive strategies - like cooperation or 

exclusionary tactics - are crucial. 

Industries that operate with and create networks pose particularly challenging 

issues for both the design of intellectual property rights and the optimal application of 

competition policy. Standardization and compatibility of outputs can pro vide tremendous 

advantages for 'frrst movers' and enhance the market power provided by intellectual 

property righjS.3 This outcome is generally referred to as a 'network effect' or network 

extemality, describing the phenomenon that the value of a product or service increases 

with the breadth of demand for that product or service.4 A typical example is the 

telephone system. This system becomes more valuable to any given subscriber as more 

and more people subscribe because the network of people to communicate with increases. 

The downside of this process is that the costs to consumers in choosing, or switching to, a 

rival offering increase.5 Subscribers are locked in the network and new subscribers are 

reluctant to subscribe to a smaller rival network. 

3 

4 

5 

Anderson, supra note l at 37L 
'Network effects' or network extemalities are described in detail in Chapter IItA. below. 
Shelanski, Howard A. and Sidak, 1. Gregory. "Antitrust Divestiture in Network Industries" (2001) 68 University of 
Chicago Law Review at 1, at 5. 
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Strong network markets and dominant network standards can look a lot like a 

natural monopoly. However, network effects are demand-side effects and therefore imply 

different things for competition than do natural monopoly markets.6 But it has also been 

argued that because of network effects "pure competition is unattainable in network 

industries, where the success of each firm depends necessarily on cooperation with its 

rivals.,,7 

. This thesis focuses on copyright as one specifie intellectual property right. 

Therefore, future reference to intellectual property rights in this thesis will be 

interchangeable with copyright specifically, uniess otherwise expressly noted. Since there 

is not much case law to be found concerning the interface of copyright law and 

competition law in Canada, other intellectual property rights (especially patents and trade 

marks) will be examined where needed. Also, a comparison with U.S. law will be 

necessary. As the legal regimes of Canada and the U.S. conceming antitrust and 

intellectual property are not always identical, differences will be pointed out accordingly. 

Following this introduction, Chapter II describes the background and underlying 

concepts of copyright law and competition law. An understanding of the differences 

between these two legal concepts clarifies the ongoing debate conceming the interface of 

intellectual property protection and competition policy. Chapter III explains specialities in 

network industries. They need to be emphasized because network industries are the core 

of new economy markets. Chapter IV gives an overview over the current interface of 

6 

7 

McGowan, David. "Symposium: Networks and Intention in Antitrust and Intellectual Property" (1999) 24 
University of Iowa Journal of Corporation Law at 485, at 488f. 
Epstein, Richard. "Monopoly Is Bad, Trustbusting Can Be Worse" (1998) Wall Street Journal at A14. 
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copyright law and competition law in the Canadian statutes and discusses the impact of 

the Competition Act 80n intellectual property litigation. The final chapter reflects upon the 

Competition Bureau' s futellectual Property Enforcement Guidelines that were released in 

September 2000. It inc1udes an in-depth analysis of these Guidelines. The conclusion 

contains c10sing remarks to this thesis. 

Competition Act, R.S.c. 1985, c. C-34. 
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II. Tbeories and Principles of Copyrigbt Law and 
Competition Law 

A. Copyright Law 

1. Legal TheOly 

a) Historieal Background 

6 

Canadian copyright, patent, trade-mark, and industrial design laws are direct 

descendants oflaws tracing baek before 1867. Settlers felt the need to proteet intellectual 

property even before Confederation.9 

Copyright law originated from Crown grants for printing in order to control 

seditious materials. Copyright protection in Canada was a response to this proteetionism 

of the London book trade. IO After the imposition of parliamentary democratie systems of 

govemment (where freedom of speech and of the press is vital) the censorship focus 

waned and "the eommodifieation of copyrights became the foeus of the law. Copyrights 

beeame tradable eeonomic objects.,,1l Also, the authors' participation in the creation of 

the work started to be recognized. They were to be the first owners of these rights and 

possession of these rights was perpetuaI. 12 Then, an exclusively statutory system was put 

in place, which restricted the term of copyright. This restriction was introduced because 

"the economic rationale of providing a monopoly over consumer items fUllS counter to 

9 Vaver, David. Intellectual Property Law: Copyright, Patents, Trade-Marks (Concord: Irwin Law, 1997) at 2. 
10 Ibid. at 1. 

Il Handa, Sunny. Understanding The Modern Law Of Copyright ln Canada (Montreal: McGill University, 1998) at 
81 [hereinafter Handa 1]. 

12 Ibid. 
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notions of freely movmg markets,,13 and because "the rights protected concern the 

expression of ideas,,14 (which is free speech). Restricting liberty by giving someone a 

perpetuaI monopoly over consumer items or over an expression was offensive to the 

increasingly popular libertarian political philosophy in the seventeenth and eighteenth 

centuries. 15 

b) From Privilege to Property 

. Intellectual property rights were not always labelled as 'property'. As the grants of 

monopoly depended on the favour of the monarch and the royal entourage, "the talk once 

was more of 'privilege' than 'property",.16 But, this changed in the West during the 

eighteenth century with the forces of the Enlightenment and the Industrial Revolution and 

discourses switched from 'privilege' to 'property' .17 "Capitalists want to 'own' whatever 

their enterprise produces and to exclude everyone else from its enjoyment except on their 

terms.,,18 "Intellectual property in this sense is a peculiarly Western conceit. It is founded 

on a modem emphasis on the individual and on individual rights, and on encouraging and 

celebrating creativity and innovation as paths to both self-fulfilment and social 

advance.,,19 It has become the new wealth of the late twentieth century and "the law in 

Canada and most Western nations has come to accept this capitalist imperative.,,20 

13 Ibid. 
14 Ibid. 
15 Ibid. 
16 

Vaver, supra note 9 at 3. 
I? Ibid. 
18 Ibid. 
19 Ibid. at 4. 
20 Ibid. 
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Nevertheless, t<intellectual property is not considered property in the traditional 

sense [in Canada], as it lacks physical presence and dîsplays characteristics synonymous 

with public goods.,,21 The use of the tenu 'property' "is therefore misleading to the extent 

that it leads one to believe that tangible property concepts [ ... ] generally apply.,,22 In fact, 

"[i]nteHectual property receives its protection from a sui generis scheme ofboth statutory 

and judge-made laws that were designed to accommodate the variQus idiosyncrasies of 

the subj ect matter being protected. ,,23 

c) Work -Centred Approach 

The Canadian (and Anglo-American) copyright regime is based on a work-centred 

approach24 - in contrast to the author-centred approach that is the mie in continental 

systems of copyright. The author-centred approach (droit d'auteur) focuses on the rights 

of the creator and "often presumer s] that protecting the creation from copying is 

necessary for reasons of fundamental justice also referred to as natural rights.,,25 Moral 

rights (defined in sections 14.1 and 14.2 of the Copyright Act) are also based on the 

author-centred approach. They adopt, as described in Théberge v. Galerie d'Art du Petit 

Champlain inc.: 

a more elevated and less dollars and cents view of the relationsbip between an artist 
and bis or her work. They treat the artist's oeuvre as an extension of his or her 
personality, possessing a dignity which is deserving of protection. They focus on the 
artist's right ['0'] to protect tmoughout the duration of the economic rights [o .. ] both the 
integrity of the work and bis or her authorsbip of it (or anonymity, as the author 
wishes)o [ ... ] The important feature of moral rights in the present statute is that the 

2\ Handa l, supra note Il at 76f. 
22 Ibid. at 77. 
23 Ibid. 
24 

Théberge v. Galerie d'Ar! du Petit Champlain inc., [2002] S.CI. No. 32; 2002 SCC 34 at 12. 
25 Handa l, supra note Il at 80. 
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integrity of the work is infringed only if the work is modified to the prejudice of the 
honour or reputation of the author (s. 28.2(1».26 

This thesis follows the work-centred approach because historically Canadian 

copyright law has evolved with a utilitarian mindset.27 As held in Théberge v. Galerie 

d'Art du Petit Champlain inc.: 

GeneraUy speaking, Canadian copyright law has traditionally been more concemed 
with economic than moral rights. Our original Act, wmch came into force in 1924, 
substantially tracked the English Copyright Act, 1911 (U.K.), 1 & 2 Geo. 5, c. 46. The 
principal economic benefit to the artist or author was (and is) the "sole right to produce 

- or reproduce the work or any substantial part thereofin any rnaterial form whatever" (s. 
3(1) for ms or her life plus fifty years (s. 6). The economic rights are based on a 
conception of artistic and literary works essentially as articles of commerce. (Indeed, 
the initial Copyright Act, 1709 (U.K.), 8 Anne, c. 21, was passed to assuage the 
concems of printers, not authors. )28 

The work-centred approach is based on public interest and social utility principles, "such 

as the advancement ofknowledge and progress, or the maximization ofwealth.,,29 

The premise in the social utility aspect is that "ideas are free as the aIr - a 

common resource for aU to use as they can and wish.,,30 Not every tangible product or 

idea deserves intellectual property protection. In fact, the opposite is true. As Vaver notes: 

26 

27 

28 

29 

30 

31 

[C]opying or independently producing an identical item is acceptable, even to be 
encouraged, unless it is clearly prombited. Keeping a broad public dornain itself 
encourages experimentation, innovation, and competition - and ultirnately the 
expectation of 10wer prices, better service, and broader public choice. [ ... ] [T]he 
decision to protect, once taken, must be rnatched by an equally careful decision on how 
far to protect.31 

Théberge v. Galerie d'Art du Petit Champlain inc., supra note 24 at 15ff. 
Not everyone agrees with this position. Therefore, a brief description about what would be different if one were to 
analyze the interface between copyright law and competition law with the presupposition that the undedying 
principle of copyright was based on the author-centred approach is given in Chapter VI. below. 
Théberge v. Galerie d'Art du Petit Champlain inc., supra note 24 at 12. 
Handa 1, supra note Il at 80. 
Vaver, supra note 9 at 1. 
Ibid. at 11. 
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Without protection, people would not let the public have the benefit of the new ideas they 

had, through fear of competition from imitators. But overprotection «imposes social costs 

by stopping or discouraging others from pursuing otherwise desirable activities.,,32 The 

interests of the owner and the users have to be balanced very carefully. Therefore, sorne 

monopoly profit has to be assured to the inventor in order to rnake the incentive to 

innovate stronger. But, monopoly prices can deter sorne users whose benefit exceeds 

dissernination costs and dissemination can therefore be inefficiently small.33 And this is 

exactly where the role of the social utility aspect of copyright law34 stands. The aim of 

copyright law is "to optimize the trade-off between these benefits and costs, by creating 

enough but not too much protection for the innovator's property right".35 Thus, authors 

are granted limited monopoly rights "through a system of copyright in order to optimaUy 

encourage (i) the creation and (ii) the dissernination of their works with the goal of 

maximizing social utility.,,36 Without the grant of such ri ghts , much research and 

creativity would not be carried on.37 Copyright protection, in particular, encourages work 

to be disclosed to the public and to increase society' s pool of ideas and knowledge. 

32 Ibid. 
33 Church, Jeffrey and Ware, Roger, "Network Industries, InteUectual Property Rights and Competition Policy" În 

Robert D. Anderson and Nancy T. GaUini, ed., Competition Poliey and Intelleetual Property Rights in the 
Knowledge-Based Eeonomy (Calgary: University of Calgary Press, 1998) at 227, at 239. 

34 The use of the term 'social utility' in this context is based on Handa's elaboration of the social utility mode! of 
copyright law. See Handa l, supra note Il at 154ff. 

35 Church and Ware, supra note 33 at 239. 
36 Handa 1, supra note Il at 154f. 
37 Vaver, supra note 9 at 8. 
40 Copyright Act, R.S.C. 1985, c. C-42. 
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2. Legal Principles 

a) Scope of Copyright Protection 

Copyright is protected under the Copyright Act,40 which was enacted in 1921 as a 

substantial copy of the 1911 U.K. copyright law. It came into force in 1924 and 

underwent major amendments in 1931, 1988, 1993, and 1994. The last two amendments 

'were a result of the North American Free Trade Agreement41 and the Agreement on 

Trade-Related Aspects of Intellectual Property Rights (TRIPS).42 The central aim of the 

Copyright Act is to grant rights of exploitation to authors of original literary, dramatic, 

musical, and artistic works for a limited time.43 The key features of copyright protection 

are: 

41 

42 

43 

@ expression only is protected (no protection for ideas, schemes, systems, artistic 

style, and methods or princip les of manufacture or construction), 

@ the work has to be original (but compilations, which are works resulting from 

an original selection or arrangement of data, are also protected), 

@ the work has to be fixed or stored, 

@ the work has to be more than just utilitarian (no protection for works that are 

purely utilitarian in nature), 

@ the work has to have a connection with Canada or with a WTO, Berne 

Convention or UCC State,44 and 

North American Free Trade Agreement, online: <http://www.nafta-sec-alena.orglenglish/index.htm> [hereinafter 
N.A.F.T.A.]. 
Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPs), Annex l C to the World Trade 
Organization Agreement, April 15, 1994, LTIURIA-IC/IP/I [hereinafter TRIPs]. 
Copyright Act, supra note 405.5(1). 

44 The work has to be crated by a Canadian national or a usual resident of Canada, or it has to be published first in 
Canada. A work is also protected in Canada if its author was, when the work was made, a citizen, subject, or 
ordinary resident of a Berne, Unîversal Copyright Convention (UCC), or World Trade Organization Agreement 
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@ only copying is protected (no infringement without copying).45 

The economic rights retained by the copyright holder are set out in s.3(1) of the 

Copyright Act. They include "the sole right to produce or reproduce the work or any 

substantial part thereof in any material form whatever, to perform the work [ ... ] in public 

or, [ ... ] to publish the work.,,46 There are further exclusive rights set out in subsections (a) 

to (i) of s.(3)(I). Among others, they include the right to produce, reproduce and publish 

translations, the creation of mechanical contrivances, the telecommunication to the 

public, and the rentaI of computer programs. 

Copyright is infringed on any person who, without the consent of the owner of the 

right, does anything that by the Copyright Act only the owner of the copyright has the 

right to dO.47 Second:;rry infringements of copyrights are, among others, to sell or rent out, 

to distribute to a certain extend, to distribute or offer for sale or rentaI by way of trade, or 

to possess or import into Canada for all these purposes a copy of a work.48 

Copyrighted works cau be registered with the Copyright Office at Hull. But since 

copyright is fully protected automatically upon creation of the work, registration is 

45 

46 

(WTO) state or a Commonwealth state. Alternatively, the work is protected if it is first published in a Berne, UCC, 
WTO, or Commonwealth country. Copyright Act, supra note 40 ss. 5(1)(a) and 5(1)(c)(i),(ii). 
For further information: Vaver, supra note 9 at 46ff 
As he\d in Théberge v. Galerie d'Art du Petit Champlain inc., supra note 24 at 132: "[I]nfringing [ ... ] requires 
copying or unlawful appropriation regardless of any other concurrent wrongful act (for example, an infringernent 
of moral rights). In my view, it is that definition !hat has been adopted in the Act." See also Théberge v. Galerie 
d'Art du Petit Champlain inc., supra note 24 at 134. 
Copyright Act, supra note 40 s.3(1 ). 

47 Ibid. s.27(1). 
4ll Ibid. s.27(2)(a)-(e). 
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optional. However, registration creates a presumption of validity in litigation and sorne 

priority for registered grants of the copyright.49 There is no time limit for registering. 

b) RefusaI to Disseminate a Work 

Where an author has created a work but refuses to disseminate it (through blanket 

refusaI, demanding- extremely high leveis of remuneration, or other onerous conditions) 

the expropriation argument arises.50 

i) Compulsory Licensing 

The idea of compulsory Iicensing, or expropriation, of copyrighted works is based 

on the utilitarian ethic of the Canadian copyright regime.51 The Copyright Act52 and the 

Patent Act53 used to meet blanket refusaIs to disseminate published works (refusaIs to 

deal) through compulsory licensing provisions. They provided that anyone might lieense 

copyrighted (or patented) works for a royalty fee fixed by the State. But these provisions 

have disappeared in Canada. Authors are now allowed to set the price for their works on 

their own (although these prices can still be subject to misuse provisions). The step to 

repeal compulsory licensing provisions was taken in order to let the market set the priee 

and enhance the utilitarian goals of copyright. The expectation was that prices would be 

closer to that which the market can bear and this would lead to further participation in the 

creation of works. 54 

49 For details about copyright registration: Vaver, supra note 9 at 245ff. 
50 Handa 1, supra note Il at 170. 

See more to the social utility principle in Chapter H.A.i.c) above. 
52 Copyright Act, supra note 40. 

5\ 

53 Patent Act, R.S.C. 1985, c.P-4. 
54 Handa 1, supra note Il at 171. 
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It has to be emphasized that there is a clear distinction between a regime of 

compulsory licensing and compulsory licensing on a case-by-case basis as ruied by 

courts. Court rulings about compulsory licensing are based on the 'essential facilities' 

doctrine or a 'dut y to deal'. There is a debate among commentators whether certain 

copyrighted works could constitute essential facilities and licensing could therefore 

become compulsory.55 

ii) Copyright Misuse 

RefusaI to disseminate by charging exorbitant prices or implying other onerous 

conditions can be restricted by the Competition Act and, potentially, by the copyright 

misuse doctrine, based on U.S. case law. 

The Competition Act deals with misuse in section 32. This section gives the 

Federal Court the power to restructure the grant of copyright in any way it sees fit where 

misuse oœurs. It contains the following list of actions that are considered misuse: 

(a) limit unduly the facilities for transporting, producing, manufacturing, supplying, 
storing or dealing in any article or commodity that may be a subject of trade or 
commerce, 

(b) restrain or injure, unduly, trade or commerce in relation to any such article or 
commodity, 

(c) prevent, limit or lessen, unduly, the manufacture or production of any such article 
or commodity or unreasonably enhance the price thereof, or 

(d) pre vent or lessen, unduly, competition in the production, manufacture, purchase, 
barter, sale, transportation or supply of any such article or connnodity.56 

The copyright mlsuse doctrine is primarily found in U.S. jurisprudence. It 

provides a defence to copyright infringement where the copyright holder has misused his 

55 RefusaI to deal and the 'essential facilities' doctrine or a 'dut y to deal' are examined in demil in Chapter IV.C.3.a) 
below. 

56 Competition Act, supra note 8 s.32(l)(a)-(d). 
Section 32 of the Competition Act is discussed in detai\ in Chapter IV.B.I. below. 
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copyright. "Misuse involves us mg copyright in ways not envisioned, often to the 

detriment of copyright's objectives. It is an abuse of the limited monopoly rights granted 

by copyright,,57 by extending the power of copyright beyond its intended scope.58 The 

most common forms are tying arrangements and refusaIs to license.59 Digital works are 

especially prone to copyright misuse. Examples can be found in the case of computer 

software, where "the digital nature of a program's object code can be used to obscure the 

underlying ideas from view,,,60 or in licensing technology products where the agreement 

is mo~e restrictive than the law.61 The list of actions that constitute equitable misuse is 

different - and probably wider - than that contained in the Competition Act.62 

The misuse doctrine was first established in the V.S. in a patent case.63 The first 

major application of misuse to copyright occurred in Lasercomb America Inc. v. 

Reynolds64 in 1990. This case "opened the gates for a flood of misuse defences m 

copyright infringement cases.,,65 

According to the copyright misuse doctrine, a plaintiff in an infringement case 

will not succeed if he misused his copyright in the first place. Rather, the defendant will 

succeed with the copyright misuse defence and not be stopped from infringing as long as 

57 Handa 1, supra note Il at 32. 
58 Ibid. 
59 

Church and Ware, supra note 33 at 250. 
60 Handa 1, supra note Il at 32. 
61 Ibid. 

62 Ibid. at 170f. 

63 Morton Salt G). v. G.s. Suppiger Co. 314 U.S. 488 (1942). 

64 LasereombAmeriea Ine. v. Reynolds 911 F.2d 970 (4th Ciro 1990). 
65 Church and Ware, supra note 33 at 250. 
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the owner continues to misuse his copyright.66 The remedy in copyright misuse cases "is 

not to correct the misuse directly, but to 'take back' the copyright, if only temporarily."67 

This result is logically rnconsistent because it penalizes the owner of the copyright for an 

abuse of market power, which is associated, but not necessarily coinciding, with the 

inteUectual property right itself.68 "A policy instrument is being applied to the wrong 

target.,,69 Rather, the logical approach to finding copyright misuse should be to correct it 

directly, "not to nullify a perfectly valid copyright in order to achieve a distinct antitrust 

objective. In the case of a tie to a copyrighted product, the court should simply outlaw the 

tie, with appropriate damages, rather than take back the copyright, when its existence may 

have served a useful purpose in fostering the innovation.,,70 A better way to deal with 

copyright misuse would be to encourage the defendant to counter-sue on antitrust 

grounds.71 

The Canadian counterpart to the U.S. misuse defence is the 'defence of unclean 

hands,.72 It was raised by defendants in the same context as the misuse defence was raised 

in U.S. cases. But the result in Canada is different. Canadian courts "steadfastly refused to 

expand the scope of the [ ... ] defence [of 'unclean hands'] beyond illegalities directly 

66 An ilIustrative example is PCR Rea/ty Sys. v. National Ass'n of Realtors, 972 F.2d 341 (4th CiL 1992). The 
defendant in this infringement case was successful with the copyright misuse defence because PCR included in the 
copyright Iicense a tie with an unprotected market. The Court saw this as a misuse of the copyright and suspended 
PRC's copyright until it ceased its tied licensing provisions. 
Other examples can be found in: Service & Training, Inc. v. Data General Corp., 963 F.2d 680 (4th CiL 1992), 
Advanced Computer Sery. of Mich., Inc. v. MAI Sys. Corp., 845 F. Supp. 356 (RD. Va. 1994), Electronic Data 
Sys. Corp. v. Computer Associates Int'l, Inc., 802 F. Supp. 1463 (N.D. Tex. 1992), Microsoft Corp. v. BEC 
Computer Co., 818 F. Supp. B13 (C.D. Cal. 1992), Sega Enter. Ltd. v. Accolade, Inc., 785 F. Supp. 1392 (N.D. 
Cal. 1992) rev'd 977 F.2d 1510 (9th Ciro 1992). 

67 Church and Ware, supra note 33 at 251. 
68 Ibid. 
69 Ibid. 
70 Ibid. at 252. 
7\ Ibid. 
72 See more details and cases to the 'defence ofunc\ean hands' in Chapter IV.C.I. below. 
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relating to title.'m They are wiHing to enforce intellectual property rights "even if there is 

clear evidence that such rights have been or are being used in an anti-competitive 

manner.,,74 

c) Defining a Use Right for Copyrights in New Economy Markets 

Copyright is about protecting copying. It is not about the use of a protected 

work.75 But this could very possibly change as copyright protection, especially in the new 

economy, is continuously moving away from its original purpose, forcing us "to think of 

copyright in terms of the right to use a work.,,76 This is especially true concerning digital 

information where the focus is not any more on copying of information but rather on the 

use of the information.77 Therefore, a comprehensible definition about what constitutes a 

rightful use of a copyright (and what goes beyond that) would be very helpful. 

A copyright use doctrine should be established in order to be able to define a 

rightful use of a copyright. This doctrine should elaborate a clear definition about what is 

the 'specific subject matter' of a copyright and what use thus constitutes an inherent part 

of this right.78 The fair dealing provision in the Copyright Act can be seen as an example 

73 
Cameron, Donald M. and Scott, Iain C., "Intellectual Property Rights and the Competition Act: Different 
Perspectives on Welfare Maximization, Section A: InteUectual Property and Competition Law: When Worlds 
Collide" in James B. Musgrove, ed., Competition Law for the 21$1 Century (Juris Publishing, Canadian Bar 
Association, Competition Law Section, 1997 Annual Conference) at 301, at 325. 

74 Ibid. at 327. 
75 Handa 1, supra note Il at 33. 
76 Ibid. 
77 Ibid. 
78 

The InteUectual Property Enforcement Guidelines of the Competition Bureau take a deliberate approach to this 
subject matter in distinguishing conduct that contains the 'mere exercise' of an intellectual property right and 
conduct that contains something more than the 'mere exercise'. These Guidelines are discussed in detail in Chapter 
V. below. 
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of a use right approach to copyright, as weIl as the rentaI right associated with computer 

programs.79 

A somewhat different approach is taken by Handa in bis proposai of a use right 

for a new digital copyright law.so It can be summarized as follows: 

® The ferm of the use right had to remain limited, as is the case in the CUITent 

Copyright Act. But the term should vary based on the type of the protected 

work. The term of computer program protection, for instance, should be 

shortened compared to other works since computer programs are typically 

obsolete in a matter of a few years.SI 

e In terms of types of use that should be controlled by the right owner, no use 

should be permitted without authorization where the work is unpublished. 

Once published, a work should be subject to new provisions in the Copyright' 

Act. Tailoring tbis use concept would (among other factors) depend on the 

availability and effectiveness of enforcement mechanisms, the respective 

lengths of the rights grant, and the availability of alternate schemes to 

remunerate authors. Varying degrees of protection and therefore grants of 

different rights could, for example, be stated for: use for commercial purposes, 

use for private purposes, research for wbich the work was not directly 

intended, or use of a work that creates a new product. 82 

79 
Handa 1, supra note 11 at 33. Copyright Act, supra note 40 sS.29-29.2. 

80 
Handa l, supra note 11 at 400fT. 

81 Ibid. at 403f. 
82 Ibid. at 404fT. 
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® Infringement should only occur "when the work is used in a manner in which 

the owner of the copyright has control but has not given authorization.',83 

Furthennore, an enumerated list of specifie exceptions to infringement should 

be stated84 and a fair u.se (this term is preferred to the term 'fair dealing') 

defence85 should be feasible as it is already the case in the current Copyright 

Act. The fair use defence should give the courts some guidance as to how to 

apply it. This could be achieved with a non-exclusive list of factors that have 

to be considered by examining the use of a work. The list in the D.S. 

Copyright Act86 is proposed as a very good example.87 

S. 107 ofthis act states: 

In detennining whether the use made of a work in any pamcular case is a 
faÏr use the factors to he considered shan include -
(1) the purpose and character of the use, including whether such use is of a 
commercial nature or is for nonprofit educational purposes; 
(2) the nature ofthe copyrighted work; 
(3) the amount and suhstantiality of the portion used in relation to the 
copyrighted work as a whole; and 
(4) the effect of the use upon the potential market for or value of the 
copyrighted work. 

® Special focus should be on en forcement, Ikensing and royalty mecbanisms. 

The enforcement should be tightened up "so that there is less uncertainty, 

more distribution, and fair remuneration for rights holders. One way is through 

legislative recognition of technological and business solutions that improve 

work tracking and royalty collection. Another is through public funding and 

assistance of the copyright administration industry. ,,88 

83 Ibid. at 408. 

84 Ibid .. at 408f. 
85 Ibid. at 410ff. 

86 Copyright Act, 17 U.S.C. § 101 (1976). 
87 Handa 1, supra note Il at 411. 
88 Ibid. at 414. 
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Handa's concept of a use right for a new digital copyright law "marks a shift away 

from the requirement of copying to one that looks to use of a work and is more consistent 

with the requirements of digital technologies.,,89 

3. International Treaties 

a) Paris Convention and Berne Convention 

The information industry is extremely global in nature. As Canadian suppliers of 

information-based products exploit their wares around the world they need to obtain 

intellectual property protection in foreign countries. The need for international copyright 

treaties is not new. This started even before the advent of the Internet and other networks. 

Two major international multilateral treaties on intellectual property were created in the 

late nineteenth century. The Paris Convention for the Protection of Indus trial Property of 

188390 covered patents, trade-marks, designs, and unfair competition. The Berne 

Convention for the Protection of Literary and Artistic Works of 188691 covered author's 

rights. "Britain, as an initial signatory, brought itself and its empire into these folds."n 

b) Univers al Copyright Convention and Rome Convention 

After Canada attained fun control over its foreign policy in the early twentieth 

century, it continued to intensif y international protection for its intellectual property. It is 

a signatory of a number of international treaties and conventions conceming intellectual 

89 Ibid. at 407. 

91 

90 Paris Convention for the Protection ofIndustrial Property, 20 March 1883, as revised, CTS 1928/3. 
Berne Convention for the Protection of Literary and Artistic Works, 9 September 1886, as revised, CTS 1948/22. 

92 Vaver, supra note 9 at 2. 
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property. In the copyright field, it signed the Universal Copyright Convention (U.C.C.).93 

This treaty was originaUy proposed by the United States as an alternative to the Berne 

Convention, which the V.S. had refused to sign (merely because "the 1908 Berlin revision 

had prohibited the requirement of formalities such as registration and marking and 

because protection under the Berne Convention reflected an author-centred, rather than a 

work-centred, approach to [copyright] protection,,94). The U.C.C. generaHy provides a 

lower and different level of standardized protection than the Berne Convention. The U.S. 

finally joined the Berne Convention and the U.C.C. has now largely become redundant. 96 

. 97 
Furthermore, Canada has recently become a member of the Rome Convention . 

Many of the amendments to the Canadian Copyright Act effected through Bill C-32 

aimed at implementing Canada's obligations under the Rome Convention.98 

These two treaties "grant the nationals of signatory countries reciprocal protection 

based on the principle of national treatment, as weIl as establishing certain minimum 

substantive requirements, such as the term of copyright not being shorter than the life of 

the author plus fi ft y years."99 In this context, national treatment involves granting the 

93 
Universal Copyright Convention (Uec.), 6 September 1952, as revised, UNTS 216/132, T.I.A.S. 3324. 

94 
Handa, Sunny. "A Review of Canada's International Copyright Obligations" (1997) 42 McGill Law Journal at 
961, at 971 [hereinafter Handa 4]. 

96 Ibid. at 972. 
97 International Convention for the Protection of Performers, Produeers of Phonograrns and Broadeasting 

Organisations (1961), done at Rome on 26 Oetober 1961, UNTS 496/43 
online: < http://www.wipo.intlcleaidocs/enlwo/wo024en.htm> [hereinafter Rome Convention]. 

98 
Takach, George S .. Computer Law (Toronto: Irwin Law, 1998) at 86. 

99 Ibid. aï 86f. 
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nationals of the signatory countries "the same level of protection/rights as one extends to 

one's own nationals."lOO 

c) WIPO Copyright Treaty and WIPO Perfonnances and Phonograms Treaty 

ln December 1996, WIPO was instrumental in drafting the conclusion of two 

treaties, the WIPO Copyright Treatyl01 and the WIPO Performances and Phonograms 

Treaty102. They became effective when thirty countries (including Canada) adopted them. 

They 'both "update the Berne Convention to reflect newer technologies, including 

computer programs and digital works.,,103 They provide copyright holders with rights 

over computer programs, database creations, and works telecommunicated to the public. 

They also discuss the marking (e.g. digital coding) of infonnation, which can be 

transmitted in cyberspace. 104 However, these two treaties are not yet implemented in 

Canada. 

d) F.T.A. and N.A.F.T.A. 

Canada is a signatory of the Canada-United States Free Trade Agreement 

(F.T.A.)I05 and the North American Free Trade Agreement (N.A.F.T.A.)106. N.A.F.T.A. 

was designed to create a new relationship between the three parties (U.S.A., Canada and 

Mexico), which resulted in significant overlap with the measures negotiated between the 

100 Handa 4, supra note 94 at 965. 
101 WIPO Copyright Treaty (adopted in Geneva on December 20,1996) 

online: < http://www.wipo-inticleaidocs/en/wo/wo033en.htm>. 
102 WIPO Performances and Phonograms Treaty (adopted in Geneva on December 20, 1996) 

online: < http://www.wipo.inticleaidocs/en/wo/wo034en.htm> . 
103 Handa 4, supra note 94 at 968. 
104 Ibid. 

105 Canada-United States Free Trade Agreement, 22. December 1987, Can TS. 1989 No. 3, reprinted in 271.L.M. 281 
[hereinafter F.T.A]. 

106 N.A.F.TA., supra note 41. 
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U.S. and Canada in the F.T.A..107 N.A.F.T.A. "includes detailed measures to provide for 

the reduction and eventual elimination of barriers to trade.,,108 Hs chapter 17 deals 

specifically with the protection of intellectual property (including copyright, trademarks, 

patents, trade secrets, industrial designs, integrated circuits, satellite signaIs and sound 

recordings) and sets out increased minimum requirements for protection, which must be 

adopted by each signatory country. Art. 1705 deals specifically with copyright. ''Protected 

works include those covered by the Berne Convention, 1971, as well as two important 

additi~ns: computer programs and databases."I09 As a result of N.A.F.T.A., Canada has 

had to include the concept of a rentaI right in the Canadian Copyright Act 110as weIl as 

protection of compilations. Il 
1 

e) Agreement on Trade Related Aspects ofIntellectual Property Rights (TRIPs) 

The most recent international development has been the Agreement on Trade-

Related Aspects of Intellectual Property Rights (TRIPs) II 
2 appended to the World Trade 

Organization Agreement of 1994 (WTO)ll3. TRIPs aiso requires a number of countries to 

update their intellectual property laws. Its statement of objectives in article 7 reflects the 

Anglo-American understanding of copyright. It reads as follows: 

107 Handa 4, supra note 94 at 979. 
108 Ibid. at 980. 
109 Ibid. at 981. 
HO Copyright Act, supra note 40. 
III Handa4, supra note 94 at 982. 
112 TRIPs, supra note 42. 

For an overview over specifie TRIPs provisions on copyright and neighbouring rights see Katzenberger, Paul, 
"TRIPs and Copyright Law" in Friedrich-Karl Beier and Gerhard Schricker, ed., From GATT to TRIPs - The 
Agreement on Trade-Related Aspects of lntellectual Property Rights (Max Planck Insritute for Foreign and 
International Patent, Copyright and Competition Law, Munich; Weinheim and New York: VCH, 1996) at 59, at 
82fT. 

113 Final Act Embodying the Results of the Uruguay Round of Multilateral Trade Negoriarions - Agreement 
Establishing the World Trade Organization (WTO), April 15, 1994, L TIURI Al 1 [hereinafter WTO]. 
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The protection and enforcement of intellectual property rights should contribute to the 
promotion of technological innovation and to the transfer and dissemination of 
technology, to the mutuai advantage ofproducers and users oftechnoiogical knowledge 
and in a manner conducive to social and economic welfare, and to a balance of rights 
and obligations. 

24 

TRIPs addresses a broad range of intellectual property concems, including copyright and 

related rights. It placed new technologies and rights under copyright. Computer programs 

as well as databases (compilations) are addressed in the Agreement.114 Furthermore, it 

includes rentaI rights for cinematograprnc works and computer programs.115 The 

substantive requirements that are set out in the Agreement are to be interpreted as 

minimum standards and members are free to apply more stringent protections as long as 

they do not conflict with the Agreement. 116 The General Provisions of the Agreement 

contain a national-treatment requirement1l7 and a most-favoured-nation treatment 

clause. 118 The most-favoured-nation princip le states that if a member provides a foreign 

mernber with treatment more favourable than it does its own nationals it must extend the 

privilege to aU other member states as well. 119 

f) Conclusion 

International efforts of adopting stronger intellectual property laws around the 

world follow the general development of cross-border relationsrnps that are the rule in 

network industries. The territorial basis of intellectual property laws has already been, and 

will very likely still have to be, modified "to adequately cope with a number of challenges 

114 Handa 4, supra note 94 at 977. 
115 TRIPs, supra note 42 article Il. 
116 Handa 4, supra note 94 at 976; TRIPs, supra note 42 article 1. 
117 TRIPs, supra note 42 article 3. 
118 Ibid. article 4. 
119 Handa 4, supra note 94 at 976f.; TRIPs, supra note 42 article 4. 
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posed by the Internet's ability to facilitate sustained cross-border remote access 

activities.,,120 Takach notOO further: 

The Internet, and related networks such as corporate intra-nets, permit intense 
collaboration among the nationals of multiple countries (and create] serions 
nncertainties under CUITent copyright regimes. Accordingly, [ ... ] amendments to 
national intellectual property laws will likely be required, in addition to reqniring 
global adoption of snch statutes.121 

International corporate power is effectively curbing national sovereignty in the field of 

inteUectual property policy. 122 

National copyright law will increasingly be pushed aside in favour of unified 

copyright mIes within blocks of nations, "as trading barri ers are reduced and global 

markets unified.,,123 This puts even more pressure on the harmonization of copyright 

roles, which will very likely lead to more tension between competition policy and 

copyright law.124 

B. Competition Law 

1. Legal Theory 

a) Capitalistic Competition Regime 

The capitalistic competition regime is based on the underlying principle that the 

public interest is best served by competitive markets because they lead to an efficient 

allocation of resources. The benefits of competition should basically be lower prices, 

120 Takach, supra note 98 at 89. 
12! Ibid. 
122 Vaver, supra note 9 ru 3. 
123 Handa 4, supra note 94 at 990. 
124 Ibid. 
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better products, wider choice and greater efficiency than would result under conditions of 

a monopoly.12S Under conditions of perfect competition, consumer welfare is expeeted to 

be maximized through the achievement of alloeative and productive efficiency, which 

leads· to the overaH maximization of society's wealthY6 Perfect competition has "a 

dynarnic effect by stimulating innovation as competitors strive to produce new and better 

products for consumers.,,127 

. b) Purpose of Competition Policy 

The purpose of competition policy is to ensure that market roles operate without 

restriction. In order to achieve that goal, a system of competition law, in protecting the 

process of competition, will have to deal with at least the following four issues (variations 

may be needed depending on the particular system or state): 128 

® preventing firrns from entering into agreements that have the effeet of 

restricting competition (between themselves or between them and third 

parties) and do not have any beneficial features; 129 

• controUing attempts by monopolists or firrns with market power to abuse their 

position and prevent new competition emerging; 130 

• ensuring that workable competition is maintained in oligopolistic industries; 

and 

125 Whi8h, Richard. Competition Law, 4th ed. (London: Butterworths, 2001) at 2. 
126 Ibid. 
127 Ibid. 
128 This list is based on a description by Whish, supra note 125 at 15. 
129 See s.77 about exclusive dealing, tied seUing and market restriction in the Competition Act, supra note 8. 
\30 See s8.78 and 79 about abuse of dominant position in the Competition Act, supra note 8. 



Chapter II - Theories and Principles of Copyright Law and Competition Law 27 

® monitoring mergers between independent undertakings to prevent 

concentration of the market and diminution of the competitive pressures 

within it. l3l 

The four issues mentioned above an deal with the concem that one or more firms, 

which individually or collectively possess power over the market, could attempt to restrict 

output and raise priees above the level that would prevail in a competitive market and 

profit from this behaviour.132 Competition law aims at preventing anybody from 

inappropriately creating, enhancing or maintaining market power that undermines 

competition without offering offsetting economic benefits. 

This is especially a concem when a company or a cartel of companies captures a 

large percentage of the market (or market share) and a monopoly is created. Monopolies 

can potentially hurt consumers because they enable the monopolist to artificially drive up 

prices and lower product quality or output. 133 Therefore, the aim of competition law is to 

restrain individuals and entities from monopolizing the market and to encourage 

competition in product priee, quality and service because "competition between 

business es generally drives those companies to offer the best product innovation and 

operational efficiencies.,,134 

13I 
See S8. 91-1 03 about mergers in the Competition Act, supra note 8. 

132 
Whish, supra note 125 at 15. 

133 . 
Robinson, David W .. "Faul! Lines in the Law: Survey of the Courts' Attempt to Grapple with Antitrust Issues lU 

the High Technology Industry" (2000) 33 Suffolk University Law Review at 387, at 388. 
134 Ibid. 
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Competition law is not based only on the principle of maximizing consumer 

welfare by achieving the most efficient allocation of resources and by reducing costs as 

far as possible. 135 Competition policy is always an expression of CUITent values and aims 

of society at a given time. It does not exist in a vacuum and is subject to changes as 

political thinking generaUy changes.136 Also, different systems of competition law reflect 

different concerns.137 In addition to consumer welfare, competition policy today is 

generally based on several other objectives such as consumer protection, redistribution, 

and protecting competitors and retailers. 138 Other issues that might be important are 

unemployment and regional policy issues that can arise in the analysis of mergers and 

cooperation agreements. Also, protection of domestic comparues from foreign takeovers 

may be acrueved through merger control.139 

2. Legal PrinciPles 

a) Purpose orthe Canadian Competition Act 

The purpose of the Canadian Competition Acl40
, as set out in section 1.1, is to 

maintain and encourage competition in Canada in order tO:141 

e promote the efficiency and adaptability of the Canadian economy, 

e exp and opportunities for Canadian participation in world markets, 

e recognize the role of foreign competition in Canada, 

135 
Whish, supra note i25 at 15. 

136 Ibid. at 16. 
137 Ibid. 
138 Further reading to these objectives: Whish, supra note 125 at 16ff. 
139 Whish, supra note 125 at I8f. 
140 Competition Act, supra note 8. 
141 Ibid. s.l.1. 
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® ensure that smaU and medium-sized enterprises have an equitable opportunity 

to participate in the Canadian economy, and 

® provide consumers with competitive prices and product choices. 

The Competition Act intends to prevent competitors from executing arrangements 

or conduct that would substantiallyor unduly prevent or lessen competition. Parties will 

be found to have done so where an "arrangement or conduct will permit them to obtain 

and exercise, unilaterally or interdependently with others, a materially greater degree of 

market power than in the absence of the arrangement or conduct.,,142 

b) Overview over Sections with Potential Relation to Copyrights 

The Competition Act defines a number of criminal competition law offences, 

which include bid-rigging,143 priee maintenance,144 discriminatory and/or predatory 

pricing,145 misleading advertising,146 and anti-competitive conspiracies. 147 Prosecution of 

criminal offences "are brought in the criminal courts and require that the Crown prove the 

offence beyond a reasonable doubt. Penalties include fines or imprisonment, or both.,,148 

142 Corley, Richard F.D., "The Competition Act and the Information Economy, Section A: The Competition Act and 
the Information Economy" in James B. Musgrove, cd., Competition Law for the 21'1 Century (Juris Publishing, 
Canadian Bar Association, Competition Law Section, 1997 Annual Conference) at 141, at 158. 

!43 

144 
Competition Act, supra note 8 s. 45(1). 
Ibid. s. 61(1). 

145 Ibid. SS. 50(1) and 51. 
146 Ibid. s. 52(1). 
147 Ibid. s. 45(1). 
148 CorIey, supra note 142 at 158, footnote 36. 
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The Competition Act further states non-criminal reviewable matters, which 

include mergers,149 abuse of dominant position,150 refusaI to deal,151 as weIl as exclusive 

dealing, tied selling and market restrictions. 152 They are the core, substantive provisions 

of the Competition Act. Conceming refusaI to deal and exclusive dealing, tied selling and 

market restrictions, private individuals and businesses are able to bring complaints 

directly to the Competition Tribunal. 153 In aU other cases, only the Commissioner of 

Competition can apply for remedial relief before the Competition Tribunal. The Tribunal 

is comprised of federal court judges and lay members. It decides cases on a civil standard 

of proof and has the power to issue interim injunctions and a wide range of orders, but 

cannot impose penal sanctions or award damages. 154 

The Competition Act aiso states a private right of civil action with respect to 

violations of the criminal provisions of the Competition Act or a failure to comply with an 

order made under the Act by the Tribunal or a court. 155 

As mentioned above, competition law is, above aH, concemed about the abuse or 

potential abuse of market power. The two key issues in this context are: the definition of 

149 
Competition Act, supra note 8 SS. 92-lO3. 

150 Ibid. ss. 78 and 79. 
151 Ibid. s. 75. 
152 Ibid. s. 77. 
153 

This private access to the Competition Tribunal was amended to the Competition Act with Bill C-23 (An Act to 
Amend the Competition Act and the Competition Tribunal Act) and came in force June 21,2002. 
For further information about private access to the Competition Tribunal see: Competition Bureau, Backgrounder 
to Private Access to the Competition Tribunal, online: <http://strategis.ic.gc.ca/SSG/ct02393e.html> [hereinafter 
"Backgrounder"] . 

154 Corley, supra note 142 at 158, footnote 37. 
155 

Corley, supra note 142 at 158; Competition Act, supra note 8 s. 36. 
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the relevant market and the identification ofmarket power itself. 156 These two issues need 

special attention and are discussed separately in the following sections c) and d). 

c) Market Definition 

The Competition Act defines relevant markets "with reference to actual and 

potential sources of competition that constrain the exercise of market power.,,157 

TypicaUy, the relevant market, where the assessed party competes, "includes aU products 

that customers consider to be good substitutes, products which would be brought mto the 

market from other geographic areas, and other sources of alternative products which 

would likely serve to prevent a significant increase in the price of the product from being 

profitable over a non-transitory period (i.e., a year or more)." 158 

Two principal aspects define the scope of a relevant market: a product dimension 

and a geographic dimension. Both of them must be assessed "with reference to the ability 

of potential competitors to constrain the exercise of market power by defeating a 

significant and non-transitory price increase.,,159 However, information economy markets 

are difficult to assess under these characteristics because: 160 

@ information-based products are fluid and flexible, which fosters the expansion 

of relevant product markets and creates uncertainty to product market scope; 

156 Whish, supra note 125 at 22. 
157 Corley,supra note 142 at 159. 
158 Ibid. 

159 Corleyat 160. 

160 The following list is based on the listings ofCorley, supra note 142 at 160. 
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@ transaction costs are very low, which makes dealing with distant customers 

and suppliers easier and therefore fosters the expansion of relevant geographic 

markets; 

@ innovation and technological changes are extremely rapid, which makes it 

very difficult to assess their impact in the relevant market; 

@ production of a new product can be rapidly expanded and has the potential to 

constrain the exercise of market power by the incumbent because of the 

absence of meamngful capacity limitations and the minimal cost of 

reproduction; and 

e in general, traditional economlC analysis is too static to accurately assess 

market power in information economy markets. 

Once the relevant market is identified, other considerations, like market ~hare, 

barriers to entry, and foreign competition can be assessed in relation to that market. 161 

dl Assessment of Market Power 

"Market power refers to the ability of firms to profitably influence priee, quality, 

variety, service, advertising, innovation or other aspects.,,162 However, it is usually 

assessed primarily in terms of the ability to set priees above competitive levels for a 

sustained period of time. 163 In practice, market power is difficult to measure. Therefore, 

16\ Codey, supra note 142 at 159. 
162 Ibid. at 158f. 
163 Ibid. at 159. 
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market share, barriers to entry, the impact of innovation on competition and other similar 

factors are usually used for the assessment. l64 

Market share is probably the most important factor in determining whether a firm 

has market power. But market share says nothing about potential competition. In order to 

assess market power it is also necessary to consider how easily other undertakings can 

enter the market or, in other words, how high the barriers to entry are.165 A barrier to 

entry can be defined as "laws, institutions, or practices which make it difficult or 

impossible for new firms to enter sorne markets" .. 166 Legal provisions such as licensing 

laws and intellectual property rights conferring a legal monopoly can act as barriers to 

entry as weIl as the advantage of scale and anti-competitive practices designed to deter 

new entrants to the market. 167 For a new entrant, a barrier to entry essentially means costs 

that must be borne to enter an industry but is not borne by firms already in the industry. 

There must be sorne asymmetry between the position of firms aIready in the market and 

newcomers. 168 

e) Conclusion 

The identification of relevant markets and the assessment of market power are 

becoming increasingly difficult as firms, which offer different products in independent 

markets, now integrate these different products into one single product. The markets for 

Internet browsers and desktop operating software are an illustrative example (take for 

164 Ibid. 

165 Whish, supra note 125 at 39f. 
166 Ibid. at 40. 
167 Ibid. 
168 Ibid. 
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instance, the integration of Microsofi's Internet browser technology into the Windows 

desktop operating system).169 As these different product markets move toward a single, 

combined market other competitors, or new entrants, need to develop software that is 

capable of perforrning aU of the functions perforrned by the new integrated 

desktoplbrowser sofiware. 170 The separate relevant markets, which forrnerly existed for 

products to perforrn these functions, have been largely eliminated.171 

. "[I]t is difficult to predict with a reasonable degree of accuracy which relevant 

products will still be 'products' and with what they will compete in a year's time."l72 In 

industries where products change rapidly or are combined with others to create new 

products, traditional economic analysis is unable to adequately identify relevant 

markets. 173 The rapid evolution and change in this area underscores the crucial 

importance of innovation. Therefore, the focus of anti-competitive inquiry should shifi 

toward innovation as the key indicator of competition. 174 Competition law authorities 

should focus on the prevention of conduct that reduces innovation and thereby dirninishes 

competition. 175 

169 Corley, supra note 142 at 163. 
170 Ibid. at 164. 
l7l Ibid. 

172 Ibid.at 165. 
173 Ibid. 
174 Ibid. 
175 Ibid. 
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C. The Tension between Copyright Law and Competition Law 

Both copyright law and competition law address the same important issue: the 

degree of power that mark;et participants are allowed to exerciseY6 But interaction 

between competition law and copyright law is usually characterized by a lack of 

comprehension on both sides because the approach to each is completely different. 

"InteUectual property policy is not troubled by prices above marginal cost, 

although intellectual property rights do not guarantee such prices."l77 Rather, intellectual 

property rights give the owner of the right a monopoly for a certain aIm;mnt of time in 

order to stimulate innovation and, in so doing, limit competition. The essence of 

copyright protection is the right to keep it to oneself, or the 'right to exclude'. Using 

antitrust policy to undermine that protection upsets the incentive to innovate.178 Firms 

possessing intellectual propèrty rights naturally seek to maximize the value of these 

rights. However, steps taken in pursuit of this end may appear anti-competitive. 

Competition law, on the other hand, looks upon a monopoly with suspicion and is 

concemed about prices above marginal cost. Competition law Îs concemed with finding 

remedies for the creation and abuse of market power. It "generally reflects the premise 

that consumer welfare is best served by removing impediments to competition.,,179 

However, according to Gallini, this is a rather short-run view of competition authorities 

176 Rogers, Douglas L.. "Give the Smaller Players a Chance: Shaping the Digital Economy through Antitrust and 
Copyright Law" (200l) 5 Marquette InteUectual Property Law Review at 13, at 15f. 

177 
McGowan, supra note 6 at 485f. 

178 Hovenkamp, Herbert "Symposium: Intellectual Property Rights and Federal Antitrust P.olicy; Introduction" (1999) 
24 Iowa Journal of Corporation Law at 477, at 479. 

179 GaUini, Nancy T. and Trebilcock, Michael J., "Intellectual Property Rights and Competition Policy: A Framework 
for the Analysis of Economic and Legal Issues" in Robert D. Anderson and Nancy T. GaUini, ed., Competition 
Policy and [nlelleetual Pro pert y Rights in the Knowledge-Based Eeonomy (Calgary: University of Calgary Press, 
1998) at 17, at 18. 
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and it is actually getting "replaced by a longer-mn Vlew, which acknowledges that 

technological progress contributes at least as much to social welfare as does the 

elimination of allocative inefficiencies associated with non-competitive prices.,,180 

"[C]ompetition policy and intellectual property are not mutuaHy antagonistic 

policies.,,181 They both serve the same goals of promoting efficient competition, 

innovation and diffusion of new technology, although in different ways.182 "Intellectual 

property does this by creating incentives for investment in research and development and 

other creative activities resulting in new products and processes; competition policy does 

this by maintaining healthy inter-firm rivalry in markets, which itself is a vital pre-

condition for innovation and productivity improvement.,,183 In many cases, the mere 

existence of an intellectual property right does not confer significant market power on the 

owner. 184 But situations can and do arise where the scope and exploitation of intellectual 

property rights are too extensive and therefore raise concems from a competition policy 

point of view. Then, corrective action by competition agencies can be necessary, wruch 

ultimately serves the underlying objectives of the intellectual property system itself. 185 

It is important to stress that competition agencies only intervene if a company that 

takes anticompetitive actions (like attempts to control priees or to exclude competition) 

180 Ibid. 

181 Anderson, supra note l at 369. 
182 Ibid. al 369f. 
183 Ibid.at 370. 
184 Ibid. 
185 Ibid. 
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has a certain amount of market power. The same actions taken by a company without 

striking market power will not provoke antitrust investigations. 

Since competition policy and intellectual property rights, as opposing forces, tend 

to create tension, the law has to create a common ground that encourages innovation and 

competition.186 "Antitrust enforcement in cases where intellectual property rights exist 

must [therefore] be dynamic in nature.,,187 Antitrust enforcement has, as Pitofsky put it: 

"to make adjustments and exercise sensitivity towards intellectual property issues on a 

case-by-case basis. The goal of a coherent overall competition policy, in deciding both 

what conduct to enforce against and what remedies to require, should be to achieve an 

appropriate balance between the complementary legal regimes of intellectual property and 

antitrust,,188 "Ensuring an appropriate balance between intellectual property protection 

and competition policy is vital to providing optimal incentives for innovation and 

efficiency in a knowledge-based economy.,,189 

There is no systematic analytical framework in Canada for applying the relevant 

statutory provisions of the Competition Act in enforcement cases concerning intellectual 

property rights. 190 However, the Competition Bureau released guidelines conceming 

intellectual property enforcement in September 2000. 191 The intention of the Competition 

186 Robinson, supra note 133 at 389. 
187 Ibid. 
188 Pitofsky, Robert. "Symposium beyond Microsoft: Antitrust, Technology, and InteUectual Property: Keynote 

Address Antitrust and Intellectual Property: Unresolved Issues at the Heart of the New Economy" (2001) 16 
Berkeley Technology Law Journal at 535, at 537. 

189 Anderson and Gallini, supra note 2 at 1. 
190 Ibid. 
191 Competition Bureau InteUectual Property Enforcement Guidelines as ofSeptember 21,2000 

onhne: <http://strategis-Îc.gc.ca/SSG/ct01992e.htrnl> [hereinafter "Guidelines'j. 
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Bureau in releasing these guidelines was to increase darity on how it win deal with 

competition issues involving intellectllal property.192 Certainty regarding legal roles and 

generaHy predictable decisions are very important to investment decisions "for both the 

existing market and for firms contemplating whether to invest in future work that might 

alter the existing mode of competition.,,193 

192 Ibid. Preface. 

193 McGowan, supra note 6 at 486. 
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III. Specialities in Network Industries 

A. Network Externalities, Standardization and Compatibility 

'Network effects' or 'network extemalities' can provide a tremendous advantage 

for 'fint movers'. The general term extemalities (aiso called neighbourhood effects) 

refers to situations "where a person in using his own property disturbs another's use ofhis 

property (negative extemality) or ... confers a benefit upon him (positive extemality), 

without trot person, in deciding upon such use, taking the disturbance or the benefit 

conferred into account.,,194 Network extemalities refer to the effect "that the utility that a 

userderives from a product increases with the number of other individu aIs who aiso use 

the product." l 95 Network extemalities can be direct or indirect. Direct network 

extemalities occur when the number of users affects the quality of the product itself (e.g. 

telephones and fax machines become more use fuI as more individuals use them).196 

Indirect network extemalities refer to the effect that "the number of users affects the 

availability of complementary products and services, wruch in tum affects the value of the 

core product."197 For example, the more people buy laser disc players, the more movies 

will be released in laser disc format. As a result, more movies will be available in that 

format and the value of the laser dise players to their users increases. AIso, the 

availability of repaîr and maintenance services will increase, which again adds more 

value to the players. 198 It has been argued that if a technology company achieves a thirty 

to fort Y percent level of market share, network effects will cause that company to rise, 

194 Mackaay, Ejan. "Economie Incentives in Markets for Information and Innovation" (1990) 13 Harvard Journal of 
Law & Public Policy 3 at 867, at 881. 

195 f Wagner, Dana R .. "The Keepers of the Gates: InteUectual Property, Antitrust, and the Regulatory Implications 0 

Systems Technology" (2000) 51 Hastings Law Journal at 1073, at 1096. 
196 Ibid. 
197 Ibid. 
198 Ibid. 
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virtuaHyautomatically, to the eighty to ninety percent market share level. l99 This is based 

on "'virtual' network effects, with the network being formed by positive feedback arnong 

users of a particular system and between users and producers of applications that work 

with a given operating system.,,200 

Network effects can exp and the horizontal scope of intellectual property 

protection. Us ers will very likely be reluctant to buy a new product that is as equally 

functional as the existing one (that is, for instance, protected by copyright) because 

compatibility with the instaUed base of existing users and files is valued higher than 

diversity of products. ZOI 

Industries characterized by network extemalities compnse sorne fundarnental 

" differences compared to other industries. "[A]n initial head start provided by intellectual 

property protection can become permanent. A firm that is able to establish a standard 

[rrst, before rivaIs enter, it is likely to keep the advantage for a long time."zo2 This is due 

to the fact that network extemalities and intellectual property protection reinforce each 

other. They interact to limit the nurnber of competing systems. This can result in 

standardization, which is monopolization. If a technology becomes a standard and is 

protected by intellectual property rights, this protection can effectively exclude others 

from entering and producing compatible products. The technology has then become the 

market. 

199 Soma, John T. and Davis, Kevin B.. "Network Effects in Technology Markets: Applying the Lessons of Intel and 
Microsoft to Future Clashes Between Antitrust "and Intellectual Property" (2000) 8 Journal of Intellectual Property 
Law Association at 1, at 3i 

200 McGowan, supra note 6 at 488. 
201 Church and Wace, supra note 33 at 242. 
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Compatibility is another key word in network industries. "Computer hardware 

must be compatible with a computer's operating system, which in turn must be 

compatible with the application programs used with the computer.,,203 Furthermore, to 

maximize the value of the computer system, it "must be able to receive, store, and 

transmit data through the Internet to and from servers connected to the Internet.,,204 

Different, single elements of a computer system are not useful "unless the producers of 

these elements are able to make the various elements ofthe system work together.,,205 

On one hand, standardization and compatibility create important benefits for 

consumers. But on the other hand, they can enhance market power provided by 

intellectual property rights and therefore provide tremendous advantages for 'first 

movers' .206 

The issues mentioned ab ove are the main reasons why there is a lot of interaction 

and more potential for conflict between intellectual property protection and competition 

policy in network industries. In a number of cases, denying a competitor access to a 

network has led to successful monopolization cases, typically under the essential facilities 

doctrine and court-ordered access.207 The best-known examples of cases involving 

inteHectual property and network externalities come from the U.S. (e.g. the Microsoft208 

litigation and Lotus v. Borland209
) and the European Community (e.g. the Magill TV lO 

203 
Rogers, supra note 176 at 14. 

204 Ibid. at 14f. 

205 Rogers at 15. 
206 

Anderson, supra note 1 at 371. 
207 Church and Ware, supra note 33 at 241. 
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United States v. Microsoft Corp., 97 F. Supp. 2d 59 (D.C. Ciro 2000). 
209 Lotus Development Corporation v. Borland Inti. Ine. 49 F.3d 807 (1995). 
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case). But also in Canada, several cases of abuse of dominant position illustrate the 

importance of network extemalities and control over information: 

® the Neilsen case centre~ on the issue of control over access to proprietary scanner 

data 211 , 

® in the Tele-direct case, control of copyrighted telephone listings was alleged to be 

an important source of market power,212 and 

® the lnterac case was about control over proprietary operating system and other 

specialized assets, involving a network industry and asserted market power.213 

B. Interconnectivity 

Hardware or software as individual products have little value in and of 

themselves. They have to be combined with other complementary and supplementary 

components to form a complete computing system?14 AU the components must be 

compatible with each other for the system to function and they are typicaUy manufactured 

by different producers.215 Once a technology becomes a standard, producers of 

complementary and supplementary products depend on access to it. If the developer of 

the standardized technology attempts to limit access to it, the commercial existence of 

numerous producers throughout the industry is threatened.216 This is where the dispute 

210 Radio Telefrs Eireann (RTE) v. Commission Cases C-241/91 & C-24219 1 [1995] ECR 1-743. 
211 Canada (Director of Investigation and Research) v. the D & B Companies of Canada Ltd. (1996) 64 C.P.R. (3d) 

216 (Competition Tribunal, 30 August 1995). 
212 Canada (Director of Investigation and Research) v. Tele-Direct (Publications) Inc. et al (1997) 73 C.P.R. (3d) l. 
m Canada (DirectorofInvestigation and Research) v. Bank of Montreal et al (1996) 68 C.P.R. {3d) 527. 
214 Wagner, supra note 195 at 1098. 
215 Ibid. 

216 Ibid. at 1099. 
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about protection for intellectual property rights versus open-access in system technologies 

stands.2I7 

C. Rapid Innovation 

Innovation and product evolution are very rapid in high-technology markets.2iS 

The most cited example in this context is the release of Microsoft's Windows 95 

operating software, which became the industry standard. Software by competitors that 

was not able to run the Windows 95 quickly became obsolete as did hardware technology 

that could not meet its processing-speed, memory, and hard-disk requirements.2I9 

If access to new technology is denied to companies that produce complementary 

products these companies do not have a good chance of surviving if they depend largely 

on this technology. There is no use for those firms to wait for the intellectual property 

rights to expire. Although intellectual property rights are limited in time they nevertheless 

last for several years (in Canada, a copyright expires 50 years after the death of the 

author). By the time they expire, the protected technology has very likely become 

obsolete because it has very possibly been replaced by a newer and better technology?20 

This is especially true where successive generations of innovations are built upon each 

other. Excluded firms that depended on access to the previous technology will by this 

time probably have disappeared from the market anyway. 

217 Ibid. 
218 Ibid. 
219 Ibid. 
220 Ibid. at 1099f. 
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It is not only denying access that ean cause substantial harm to other parties. A 

firm that holds intellectual property rights in system teehnology can simply delay access 

to its new teehnology (e.g. by extended licence negotiations), leaving firms that pro duce 

eomplementaryproducts with almost no chance to compete.221 

D. Exdudability 

Secrecy and exclusionary engineering are other possibilities to exclude other 

parties, even without the assistance of any legal protection. 222 

Compatibility with a given system's technology mostly requires detailed internaI 

information about it. If this information is kept secret it is not easy to be detected simply 

by studying the technology.223 In addition, such research may be too expensive or too 

time eonsuming to conduet. Once detected, the obtained information is likely to be 

obsolete as the pace in tms technology is very rapid.224 

Through special engineering taetics, a system's technology can be designed to be 

compatible only with certain products (by designing it either to accept only or not to 

aceept products with particular eharacteristics).225 

221 Ibid. 
222 Ibid. at II 00. 
223 Ibid. 
224 Ibid. 
225 Ibid. at nol. 
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In both cases described above (secrecy or special engineering tactics) those 

seeking access must negotiate with the developers about sharing their intellectual 

property. RefusaI by the developers may provoke legal disputes over whether intellecmal 

property rights permit such refusaI. 226 

E. Conclusion 

. Compatibility requirements and network effects increase the potential for the 

concentration of power in the hands of one or a few comparnes, which explains the 

increasing frequency of confrontations between intellectual property law and competition 

law. 

Information stored digitally 1S very easy to transmit, but difficult to protect from 

copying. The challenges of protecting information encourage inventors of new 

technologies to seek for more protection than intellectual property rights alone can offer. 

Systems-technology markets are characterized by the importance of 

interconnection. And the influence of network extemalities, standardization, and the 

importance of compatibility increase the dependency of competitors, and those who 

manufacture complementary products, on knowledge about new inventions in technology. 

Innovators, on the other side, try to exclude others from their technology by insisting on 

inteUectual property protection, keepmg key knowledge secret, and/or using technologîcal 

226 Ibid. 
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exclusivity. Therefore, access demands and intellectual property rights are likely to come 

into conflict. 

The combination of inteHectual property protection and network extemalities 

creates a bias toward monopoly that is "less likely to he replaced quickly through the 

workings of competition.,,227 Any given 'amount' of intellectual property protection is 

likely to result in greater long-run market power.228 This raises the argument "for 

weakening the scope of intellectual property rights for products where network effects are 

important.,,229 But what forro of inteHectuai property right would give the right kind of 

protection ex ante to products in network industries? Church and Ware argue that a new 

hybrid fonn of protection should be considered which takes into account "the length, 

scope and overall effeet on efficient innovation and competitive market structure" in this 

industry.230 

When assessmg network effects, the role of "competition between networks 

('intersystem competition') as well as among service providers within any given network 

('intrasystem competition,),,231 has to be assessed. "Before ruling that any exclusion from 

a network is anti-competitive, it is important to consider the pro-competitive effects of 

227 Church and Ware, supra note 33 at 243. 
228 Ibid. 
229 Ibid. 

230 Ibid. at 244f. 
231 The terms 'intersystem competition' and 'intrasystem competition' come [rom the discussion in the U.S. Federal 

Trade Commission Staff Report "Competition Policy in the New High-Tech, Global Marketplace", Volume J, 
Chapter 9 at 3. See also Church and Ware, supra note 33 at 154. 
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establishing intersystem competition. The result of this balancing process ultimately 

depends on whether the relevant market can support multiple networks.,,232 

Designing appropriate remedies in antitrust cases that deal with intellectual 

property protection in network industries Îs particularly challenging.233 The challenge is 

not to jeopardize the realization of networks and other efficiencies while aUeviating the 

excessive scope for exercise of market power arising from control over proprietary 

technology and/or related licensing and other praetices.234 One approaeh to tbis problem 

(that is solely used in the U.S.) is the Essential Faeilities doctrine.that provides mandatory 

access to the faeility, often at priees set by a court or regulatory authority.235 Another, 

innovative approach was taken in the Interac236 case, which resulted in the opening up the 

govemance structure of the facility. This deeision was made in order "to ensure broader 

access while strengthening incentives for competition within the network and leaving 

difficult decisions relating to price setting to private participants.,,237 

232 Corley, supra note 142 at 154. 
233 

Anderson, supra note l at 372. 
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The' essential facilities doctrine' is discussed in detai! in Chapter V.E. below. 
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IV. Interface between Competition Law and Copyright Law 

A. TRIPs Agreement 

The Word Trade Organization AgreemenP38 does not contam systematic 

provisions on competition law (neither on restrictions of competition nor on the law for 

unfair competition).239 Competition law has not been integrated into the world trade 

system so far. Therefore, systematic competition law within the scheme of inteUectual 

property protection does not exist either.24o However, "[t]he close connection between 

mtellectual property protection and competition law [ ... ] necessitated the inclusion of 

restrictive and unfair competition law provisions in the TRIPs Agreement. Consequently, 

this Agreement contains more competition law than can be found in any other place 

within the WTO system.,,241 References to antitrust law are contained in the Preamble, in 

Art. 8(2), Art. 31242 and Art. 40 of the TRIPs Agreement. 

1. Preamble 

The first paragraph of the Preamble sets out the need to promote effective and 

adequate protection of inteHectual property rights and, at the same time, the desire "to 

ensure that measures and procedures to enforce inteHectual property rights do not 

themselves become barriers to legitimate trade". This is more or less just a description of 

238 WTO, supra note 113. 
239 Heinemann, Andreas, "Antitrust Law of Intellectual Property in the TRIPs Agreements of the World Trade 

Organization" in Friedrich-Karl Seier and Gerhard Schricker, ed., From GATT to TRIPs - The Agreement on 
Trade-Related Aspects of Intellectual Property Rights (Max Planck Institute for Foreign and International Patent, 
Copyright and Competition Law, Munich; Weinheim and New York: VCH, 1996) at 239, at 239. 

240 Ibid. 
241 Ibid. 
W f Art. 31 refers to patent law provisions and is therefore not examined in detail in this thesis because the focus 0 

this thesis is on copyright law. 
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the general tension between the protection of intellectual property rights on one side and 

the protection of competition on the other side.243 

2. Abuse of Intellectual Property Rights: Article 8(2) 

Article 8(2) reads as follows: 

Appropriate measures, provided that they are consistent with the provisions of this 
Agreement, may be needed to prevent the abuse of intellectual property rights by right 
holders or the resort to practices which unreasonably restrain trade or adversely affect 
the international transfer of technology . 

. This article contains the key princip les with respect to intellectual property 

rights.244 They are:245 

® A clarification that 'reasonable measures to combat abuse' may be necessary. 

Taking into account the first words of Article 8(1) as well, it may be inferred 

that the 'appropriate measures' lie specifically in the enactment or amendment 

of national law by Members. Therefore, Article 8(1) and (2) contain an 

exception by means ofwhich Members are in a position to counter obligations 

arising from the TRIPs Agreement. 

® The establishment that appropriate measures 'may be needed' in order to 

prevent abuse. This clarifies that Members are not prevented frorn taking 

action against the abuse of intellectual property rights. They retain their 

sovereignty in this field. But they are also not obliged to actually take 

appropriate measures. 

243 
Heinemann, supra note 239 at 241. See more to this tension in Chapter II.C. above. 

244 Heinemann, supra note 239 at 241. 
245 

The following Est is a summary of an elaboration byHeinemann, supra note 239 at 241ff. 
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@ Appropriate measures are only permissible if 'they are consistent with the 

provisions of this Agreement'. This is a compatibility clause, which, at first 

sight, is unexpected and contradictory in the context of an exception clause (as 

shown in the fifS! principle ab ove, this article contains an exception to 

obligations arising from this Agreement). But this compatibility clause has just 

a clarifying function: the article shaH not be used to unhinge certain areas of 

intellectual property protection; the system of intellectual property protection 

as such must be maintained. Only individual excesses within the system that 

are to be deemed abusive have to be prevented. 

e The most difficult part of this article lies in the understanding of 'prohibited 

practices'. There is no detailed definition provided in the Agreement to what 

in fact constitutes an abuse or a practice that unreasonably restrains trade or 

impairs the transfer of technology. Any interpretation must therefore be based 

on experience gained in a different context. It is important to note here that the 

Agreement merely requires the existence of a right in the field of intellectual 

property, which does not necessarily entail a dominating position in a relevant 

market. The EC Treaty and Canadian law, which both require a dominant 

market position, are therefore not helpful in interpreting the scope of this 

article. It is more advisable to tum to the concept of the 'misuse doctrine' that 

is primarily found in D.S. jurisprudence. The concept of intellectual property 

misuse is of significance in connection with restraints of competition that are 

contained in license contracts.246 

246 See details to the 'misuse doctrine' in Chapter ILA.2.c)ii) above. 
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® The tenus 'unreasonably restrain trade' and 'adversely affect the international 

transfer of technology' have no legal substantive clarity at aU. They just 

emphasize that the requirements of protecting competition have to be in 

balance with those of protecting intellectual property rights. However, the 

criteria for tbis balance remain open. 

3. Antitrust Law in License Contracts: Article 40 

Article 40 contains the most detailed treatment of antitrust aspects in the TRIPs 

Agreement?47 It contains substantive law (Art. 40(1) and (2)) as well as roles of 

procedure for cross-border violations of competition law (Art. 40(3) and (4)). 

a) Substantive Law 

Art. 40(1) constitutes a declaration of the Member's common opinion on the 

detrimental consequences of certain conditions oflicenses.248 

Art. 40(2) establishes first that "nothing in tbis Agreement shaH prevent Members 

from specifying in their national legislation licensing practices or conditions that may in 

particular cases constitute an abuse of inteUectual property rights having an adverse effect 

on competition in the relevant market". 

The second sentence of this section authorizes Members to take appropriate 

measures in order to prevent or control such practices. These measures must be consistent 

247 
Heinemann, supra note 239 at 244. 

248 Ibid. al 245. 
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with the other provisions of the Agreement. This sentence has wording identical to Art. 

8(2) and. gives rise to the same difficulties discussed above in Chapter IV.A.2. It also 

solely clarifies that this article may not be employed in order to intrude with the basic 

princip les or'intellectual property protection?49 

Art. 40(2) further states that Members 'may adopt' appropriate measures to 

combat anti-competitive practices. This is an issue that already arose in connection with 

Art. 8(2) as weIl. Agam, the question is whether Members are obliged to adopt such 

measures and the answer must be that they have no obligation to intervene agamst anti-

competitive conduct.250 

Art. 40(2) provides three (illustrative) examples of provisions that might be 

contained in license contracts and may be treated as restraints for competition: 

@ exclusive grantback conditions, 

@ conditions preventing challenges to validity, and 

@ coercive package licensing. 

These clauses do not necessarily constitute violations of competition law. They are just 

standard examples. This means that they violate competition law as a rule, but can 

become necessary from a commercial pomt of view under particular circumstances, and 

the restraint of competition can therefore be justified?51 

249 Ibid. 
250 Ibid. 

251 Ibid. at 246. 
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Art. 40(2) also clarifies that there is still considerable scope for regulation by the 

Member' s national legislature by stating at the end "in the light of the relevant laws and 

regulations ofthat Member." 

b) Rules of Procedure for Cross-border Violations of Competition Law 

Art. 40(3) and (4) oblige Members to cooperate with the purpose of prosecuting 

violations of competition law that affect more than one Member. They provide "an 

approach for the solution to a problem that is posed generally in cross-border restraints of 

competition: wmch procedure should be adopted where two [or more] legal systems are 

applicable and two [or more] authorities have jurisdiction?,,252 The approach here is to 

impose an obligation of consultation and information. However, this may not avoid 

contradictory decisions.253 Furthermore, the scope of Art. 40(3) and (4) is limited to 

restraints of competition that are contained in license contracts. These articles are 

therefore not applicable to other restraints of competition in the context of intellectual 

property and are, for that reason, only oflimited significance?54 

4. Conclusion 

To summarize, the TRIPs Agreement provides intemationallegal authorityagainst 

anti-competitive abuse for specifie types of intellectual property rights and contemplates 

cooperative approaches for remedies in such cases.255 It contains a number of unfarr 

competition mIes and provisions against restraints of competition throughout the 

252 Ibid. at 247. 
253 Ibid. 
254 Ibid. 

255 Anderson, supra note l at 375. 
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Agreement The most detailed provisions can he found in Art. 40 of the Agreement as 

discussed ahove. 

But from a systematic perspective, considerations of competition law poHcy 

should he contained in an independent regulation of antitrust law.256 However, no 

systematic world antitrust law exists in the WTO framework so far. This is, according to 

Heinemann, long overdue and "would represent a first step in resolving the difficulties 

that arise from the fragmentary inclusion of antitrust provisions in a legal text that is 

devoted to the protection ofintellectual property.,,257 

B. Competition Act 

Under Canadian law, four general areas of the Competition Act are likely to have 

an impact on the use, enjoyment or enforcement of copyrights: 

• section 32, which deals with special remedies specifically conceming the anti-

competitive use of intellectual property, 

• the private action provision (section 36), 

• criminal offences against competition (part VI ofthe Act), and 

• the reviewahle practice provisions (part VIII of the Act). 

Explicit references to intellectual property are actually contained only in three 

sections: section 32, the priee maintenance provision in the criminal offences section, and 

subsection 79(5) in the reviewable practices section. 

256 Heinemann, supra note 239 at 247. 
257 Ibid. 
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1. Special Remedy Relating to Intellectual Property: Section 32 

Section 32 of the Competition Act gives power to the Federal Court, upon 

application by the Attorney General, to make various remedial orders where copyrights 

have been used to unduly restrain trade or commerce or to unduly lessen competition in 

certain specified ways.258 These orders cau include declaring void auy agreement or 

licence relating to that use, ordering licensing of the right, revoking the right, or directing 

that such other acts be done to prevent such use.259 The competition authorities cau 

intervene in a broad range of circumstances to remedy perceived auti-competitive conduct 

involving the us~ of intellectual property rights. However, there is little guidance in this 

section as to the circumstances in which such intervention is appropriate.260 The 

Intellectual Property Enforcement Guidelines of the Competition Bureau seek to give 

"d h" 261 sorne gm ance on t lS matter now. 

There is a significant limitation of subsection 32(1)(d): remedies can only be 

applied in connection with the use of inteUectual property rights to lessen competition in 

connection with an 'article or commodity'. This subsection does therefore not seem to 

apply where such rights are used to lessen competition in the provision of services.262 

258 Cameron and Scott, supra note 73 at 322; Competition Act, supra note 8 s. 32(1)(a)-(d). 
259 Cameron and Scott, supra note 73 at 322f.; Competition Act, supra note 8 s. 32(2)(a)-(d). 
260 Cameron and Scott, supra note 73 at 323. 
261 The InteUectual Property Enforcement Guidelines of the Competition Bureau are discussed in detail in Chapter V. 

beiow. 
262 Cameron and Scott, supra note 73 at 323. 
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Section 32 has been in the statute since 1910 but, according to Grover, "there is no 

contested proceeding ever decided under this section in favour of the govermnent.,,263 In 

the copyright sphere, the section was raised in one decision,264 but finally had no 

application.265 

Canada's recent treaties have also eroded section 32's potential for effective 

action?66 Subsection (3) of section 32 specifically provides that "no order shaH be made 

under . this section that is at variance with any treaty, convention, arrangement or 

engagement with any other country respecting patents, trade-marks, copyrights or 

integrated circuit topographies to which .Canada is a party',.267 As mentioned above, 

Canada is a member of many intellectual property conventions. Many of these treaties 

have provisions impacting intellectual property.268 For instance, Article 1710 of 

N.A.F.T.A. prohibits compulsory licensing of registered integrated circuit topography, 

which is listed as a specifie remedy in Section 32(2)(c) of the Competition Act.269 

2. The Private Action Provision: Section 36 

Section 36 provides a private right of action (for recovery of damages) for any 

person who has suffered 10ss or damage as a result of conduct that is contrary to either the 

criminal provisions of the Competition Act or an order of the Competition Tribunal or 

263 

264 

Grover, Warren, "Intellectual Property Rights and the Competition Act: Different Perspectives on We\fare 
Maximization, Section B: Intellectual Property and Canadian Competition Law" in James B. Musgrove, ed., 
Competition Law for the 21$1 Century (Juris Publishing, Canadian Bar Association, Competition Law Section, 
1997 Annual Conference) at 353, at 357. 
Society of Composers, Authors & Music Publishers v. Landmark Cinemas [1992] 45 c.P.R. (3d) 346. 

265 Grover, supra note 263 at 358. 
266 Ibid. 
267 Competition Act, supra note 8 s. 32(3). 
268 Grover, supra note 263 at 358. 
269 Ibid. 
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another COurt. Although tms right of action is limited to these violations, it has formed the 

basis of counterclaims in a number of intellectual property infringement actions.27o 

3. Criminal Offences against Competition: Pari VI of the Competition Act 

Various criminal offences relating to competition are stated in tms part of the 

Competition Act. They are enforced by the Attorney General in the courts, largely on the 

advice of the Commissioner of Competition. 271 As mentioned above, these offences 

provide the basis for recovery of damages by private litigants. Most directly relevant to 

the intellectuai property context are the following p~ovisions:272 

@ conspiracy to unduly lessen competition,273 

@ price discrimination,274 and 

@ resale price maintenance.275 

The 'resale pnce maintenance' provIsIOn specifically refers to intellectual 

property in prohibiting any attempt of an owner of inteUectual property by "agreement, 

threat, promise or any like means, [ ... ] to influence upward, or to discourage the 

reduction of, prices,,276 or any refusaIs to supply based on low pricing related to the 

products subject to the intellectual property. 

270 
Cameron and Scott, supra note 73 at 322. See more to these counterclaims in Chapter IV.C.2. below. 

271 
Cameron and Scott, supra note 73 at 322. 

272 This enumeration is based on the listing by Cameron and Scott, supra note 73 at 322. 
273 Competition Act, supra note 8 s. 45. 
274 Ibid. S8. 50 and 51. 
275 Ibid. s. 61. 
276 Ibid. s. 61(i)(a) and (b). 
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It seems that, "even if a person is acting within the scope of rights granted under 

an intellectual property statute, the entitlement may not necessarily be a defence under the 

criminal provisions ofthe Competition Act.,,277 

It is argued that the fact of identifying one specifie section (referring to section 

61(1)) where the insertion of inteUectual property reference was necessary suggests that 

the other sections in tms part do not engage praetices that relate to licensing of intelleetual 

property.278 

4. Reviewable Practices: Part VIII of the Competition Act 

A number of specifie market practices are reviewable by the Competition Tribunal 

on application by the Commissioner of Competition. Reviewable practices are: 

® refusaI to deal,279 

® exclusive dealing, tied selling and market restrictions,28o 

® abuse of dominant position,281 

® mergers that result in a substantial1essening of competition,282 and 

® other matters such as delivered pricing, foreign judgments and laws, foreign 

1· d . l' . 283 supp lers an speela lzatlOn agreements. 

277 Cameron and Scott, supra note 73 at 322. 
278 Grover, supra note 263 at 358. 
279 

Competition Act, supra note 8 s. 75. 
280 Ibid. S. 77. See Chapter 5.R below for a detailcd analysis oftied 5elling. 
281 Competition Act, supra note 8 5S. 78 and 79. 
282 Ibid. S5. 92-103. 
283 Ibid. 55. 80-90. 
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Conceming sections 75 and 77 (refusaI to deal and exclusive dealing, tied seUing 

and market restrictions), private individuals and businesses are able to bring complaints 

directly to the Competition Tribunal after .they have obtained leave from the TribunaL284 

The applicant has to prove an adverse effect on competition.285 In an other cases, only the 

Commissioner of Competition can apply for remedial relief. Only after the Competition 

Tribunal has made a finding that conduct is contrary to these provisions can private 

litigants seek remedies under section 36 of the Competition Act.286 The Competition 

Tribunal does not have the power to award damages or impose penalties under these 

provisions. But it is authorized to issue interim injunctions and a wide range of orde~s 

designed to remedy the anti-competitive effects ofthe conduct.287 

There is some uncertainty as to the extent to which these provisions apply to the 

use or licensing of intellectual property ri'ghtS.288 The most important arguments against 

the application of these provisions to intellectual property rights are:289 

@ Section 32 of the Competition Act, as discussed above, deals specifically with 

the anti-competitive use of intellectual property rights and grants the Federal 

Court the power to make orders to prevent such conduct. Tbis may suggest 

that Parliament may not have intended the Competition Tribunal to deal with 

these issues other than via this section. 

284 
This private access to the Competition Tribunal was amended to the Competition Act with Bill C-23 (An Act to 
Amend the Competition Act and the Competition Tribunal Act) and came in force June 21, 2002. 
For further information about private access to the Competition Tribunal see "Backgrounder", supra note·153, 

285 An economic test is included in s. 75 (refusaI to deal) ofthe Competition Act, supra note 8. 
286 Cameron and Scott, supra note 73 at 321. 
287 Ibid, 
288 Ibid. 

289 The foUowing list is based on an elaboration by Cameron and Scott, supra note 73 at 321f. 
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@ Subsection 79(5) of the Competition Act, wbich is part of the section about 

abuse of dominance, expressly provides that the use and enjoyment of 

intellectual property rights is not an anti-competitive act. 

@ The refusaI to deal, exclusive dealing, tied selling and market restriction 

provisions aH deal with the 'supply' of a 'product'. 'Product' is defined in 

subsection 2(1) of the Competition Act as including an 'article' and a 'service'. 

However, tbis definition is not comprehensive. A 'product' includes "that 

which is produced by any action, operation or work,,290; and an 'article' is 

further defined in section 2 as "real and personal property of every 

description", and the tenu 'service' is defined as "a service of any description 

whether industrial, trade, professional or otherwise". Intellectualproperty 

could faH within the scope of 'personal property of any description'. But this 

is not very clear with licences of intellectllal property. Such assignments or 

licences are essentially contractual waivers for the right to sue and no actual 

good or service is involved. It is therefore not entirely clear whether these 

tenus also encompass assignments and licences of intellectual property 

rightS.291 

290 R. v. Grange, [1978] 5 W.W.R. 39,40 C.P.R. (2d) 214 (RC. Co.Ct). 
291 Although, this issue will probably not arise in most situations because the right or the license win very likely be 

granted along with an actual product, such as in the case of a computer software licence. 
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C. Impact of the Competition Ad on Copyright Litigation 

To date, the largest impact of the Competition Act on the use, enjoyment and 

enforcement of intellectual property rights has probably been on infringement 

litigation.292 This is where most of the existing case law conceming the interface between 

competition law and intellectual property protection can be found.293 The Competition Act 

is brought into such litigation in two ways: Fust, as an equitable defence to an 

infringement daim, where defendants aHege breach of criminal or civil provisions of the 

Act by the plaintiff (defence of 'unclean hands'). Second, as counterclaims under section 

36 of the Competition Act for damages resulting from an alleged breach of the criminal 

provisions.294 According to Cameron and Scott, neither strategy has been proven very 

successful as "Canadian courts have been very reluctant to deny enforcement of 

inteUectual property rights simply because they may have been used in a manner contrary 

to competition law.,,295 The two strategies are examined in more detail below in sections 

1. and 2. 

1. The Defence of'Unclean Bands' 

The defence of 'unclean hands' was raised as an equitable defence in the early 

patent infringement case Philco Products Ltd. v. Thermionics Ltd. 296. The defendant 

argued that the plaintiff had used its patents in a manner contrary to competition law (in 

violation of conspiracy provisions) and should therefore not be entitled to enforce them. 

The Supreme Court first held that a defence based on the equitable doctrine of 'unclean 

292 Cameron and Scott, supra note 73 at 323. 
293 Ibid. 
294 Ibid. 
295 Ibid. 

296 Phi/co Products Ltd. v. Thermionics Lld. [1930] 3 D.L.R. 133; affirmed [1940] 4 D.L.R. 1 (S.c.c.). 
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hands' could effectively be argued.297 But the final decision of the Supreme Court at the 

subsequent trial was that "the illegal combination [ ... ] did not effect a forfeiture of the 

statutory rights under the patents. ,,298 The Supreme Court argued that even though the 

assignments of the patents had been iUegal and void, they could still be enforced.299 

Conceming copyrights, the defence of 'unclean hands' was raised in Massie & 

Renwick v. Underwriters' Survey Bureau300 as defence for an action regarding copyright 

infringement. But until now, Canadian courts steadfastly refused to expand the scope of 

the defence of 'unclean hands' beyond illegalities directly relating to tine.30l They are 

wiHing to enforce intellectual property rights "even if there is clear evidence that such 

rights have been or are being used in an anti-competitive manner:,302 

This is in contrast to the 'misuse doctrine' in D.S. jurisprudence. If a plaintiff in 

the U.S. used intellectual property rights in a manner contrary to antitrust laws, the courts 

fu 1· f' . fri 303 may re se to grant re le ID an ID ngement case. 

297 Ibid. at 2. 

298 Philco Products Ltd. v. Thermionics Ltd. [1943] c.P.R. 17 at 20. 
299 Ibid. 

300 MaSSÉe & Renwick v. Underwriters' Survey Bureau [1937] 2 c.P.R. 184. 
30! Cameron and Scott, supra note 73 at 325. 

302 

Further examples: Amoco Canada Petroleum v. Texaco Exploration Canada Ltd. [1975] 24 C.P.R. (2d) 84 
(F.C.T.D.); Proctor & Gambie v. Kimberly-Clark of Canada Ltd. [1990] 29 C.P.R. (3d) 545 (F.C.A.); Visx Inc. v. 

Nidek Co. [1994] F.C.J. No. 1048 (T.D.) (Q.L.); EU Lilly and Co. v. Novopharm Lld. [1996] 68 c.P.R. (3d) 254 
(F.C.T.D.). 
Cameron and Scott, supra note 73 at 327. 

303 Ibid. and cited U.S. case law in footnotes 121-123. 
See Chapter II.A.2.b)ii) above for more details and cases to the 'misuse doctrine' in the U.S .. 
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2. Section 36 Counterclaims 

Counterclaims under section 36, where defendants alleged that plaintiffs had 

engaged in conduct prohibited under Part VI (criminal provisions) of the Competition Act, 

were raised in at least two patent infringement cases.304 But in both cases, the defendants 

were not successful. In Proctor & Gambie et al. v. Kimberly-Clark of Canada Ltd. 305 the 

Court refused to strike a counterclaim (which was based on the allegation that the plaintiff 

had engaged in conspiracy) for damages under section 36. In Molnycke AB v. Kimberly-

Clark of Canada Ltd. 306 the Court struck out the counterclaim as weIl (the defendants aiso 

alleged that the plaintiffs had engaged in a conspiracy contrary to section 45 of the 

Competition Act). The Court heM that assignment and enforcement of a patent (which 

were the only acts alleged) could not in themselves result in an undue lessening of 

competition.307 The Court reasoned that assignment and enforcement were inherent in the 

exercise ofrights expressly provided by the Patent Act. And, as this Act provided a 'due' 

impairment of competition, it was not arguable that the impairment of competition 

inherent in the exercise of rights provided by that Act could be undue.308 The Court held 

that a good cause for action under section 45(1) of the Competition Act would have to 

assert that competition had been impaired unduly.309 No explanation was added as to what 

would constitute an undue lessening of competition. It seems that the Court took the view 

that assignment and enforcement of a patent would never constitute a violation of the 

conspiracy provisions ofthe Competition Act. 

304 
Cameron and Scott, supra note 73 at 327. 

305 
Proctor & Gambie etat. v. Kimberly-ClarkofCanada Ltd. [1986] 12 CP.R. (3d) 430 (F.C). 

306 
Molnycke AB v. Kimberly-Clark of Canada Ltd. [1991] 36 c.P.R. (3d) 493 (F.CA.). 

307 
Cameron and Scott, supra note 73 at 327. 

308 
Molnycke AB v. Kimberly-Clark of Canada Ltd., supra note 306 at 498f. 

309 Ibid. 
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3. Cases Concerning Reviewable Practices 

a) RefusaI to Deal and the 'Essential Facilities Doctrine' 

Cameron and Scott note that "[ e ]xcept in certain narrowly defined circumstances, 

the unilateral exercise of [validly acquired] intellectual property rights to exclude 

competitors should not constitute a violation of competition law, irrespective of the 

degree to which competition is lessened as a resuIt.,,31O To hold otherwise "would 

effectively nullify such rights and impair or remove the economically and socially 

beneficial incentives created by them.,,311 

So far, Canadian courts and the Competition Tribunal constantly followed this 

premise in holding that the mere exercise of intellectual property rights, including a 

refusaI to license, does not in itself constitute a violation of competition law.312 Examples 

include:313 

® In Canada (Director of Investigation and Research) v. Tele-Direct 

(Publications) Inc. et ap14 the refusaI to license a trade-mark was reviewed 

under the abuse of dominance provisions. The Competition Tribunal stated in 

this case that something more than the mere exercise of statutory rights had to 

be present before a finding of misuse of a trade-mark could be made. 

Selectivity in licensing was seen as fundamental to the rationale behind 

310 Cameron and Scott, supra note 73 at 330. 
3Il Ibid. 
312 ibid. at 331. 

313 

Nevertheless, the 'essential facilities doctrine' is discussed in sorne detail here because it seems that the 
Competition Bureau takes the view in its Intellectual Property Enforcement Guidelines that de facto industry 
standards in network industries could be considered as 'essential facilities'. See Chapter V.D.4. and V.F.4. below. 
The following examples are based on those listed in Cameron and Scott, supra note 73 at 331 f. 

314 Canada (Director of Investigation and Research) v. Tele-Direct (Publications) Inc. et al, supra note 212. 
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protecting trade-marks. Thus, this alone could not violate competition law. 

But, the Tribunal noted that restrictions in Iicenses might violate competition 

law, specificaUy conceming vertical transfer or sharing arrangements.315 

@ In Eli Lilly and Co. v. Novopharm Ltd. 316 the application of the conspiracy 

provisions were also examined in a situation involving a refusaI to license a 

trade-mark. The Court heId that a refusaI to license could not constÏtute a 

violation of competition law even though it might have lessened competition 

in sorne way. RefusaI to license was seen as just an assertion of a vaUd 

intellectual property right. 

@ In Molnycke AB v. Kimberly-Clark of Canada Ltd. 317 the Court concluded that, 

as a matter of law, an undue impainnent of competition could not be inferred 

from evidence of the exercÎse of intellectual property rights alone. 

In the US., courts have long held that refusaI to deal (defined as a lawful exercise 

of intellectual property rights) did not in itself violate antitrust laws. Even a monopolist 

was entitled to refuse to license its patents, as long as they were lawfully acquired.318 

However, situations of refusaI to deal were challenged by the 'essential facilities 

doctrine'. This doctrine originated in United States v. Terminal R.R. Assn. 319 where 

control for the only railway bridge over the Mississippi was examined. In this case, the 

denial of access was found to limit competition because it was not economically feasible 

315 See further comments to this case conceming vertical transfer and sharing arrangements: Cameron and Scott, 
supra note 73 at 350. 

316 EU Lilly and Co. v. Novopharm Lld., supra note 30l. 
317 Molnycke AB v. Kimberly-Clark o/Canada Ltd., supra note 306. 
318 Cameron and Scott, supra note 73 at 333. 

Example: SCM Corp. v. Xerox Corp. 463 F. Supp. 983 (D. Conn .. 1978), 643 F.2d 1195 (2d Ciro 1981), cert. 
denied, 445 U.S. 10 16 (1982). 

319 United States V. Terminal R.R. Assn., 224 U.S. 383 (1912). 
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to duplicate the bridge. The 'essential facilities' doctrine has been extended to situations 

of a unilateral refusaI to deal, but it has not often been applied.32o ft did not have a 

significant impact in the intellectual property context. 321 In several cases, refusais by 

software suppliers to pro vide access to their software to maintenance providers have been 

unsuccessfully challenged under the 'essential facilities' doctrine.322 Also, denying access 

to interfaces has been unsuccessfuHy chaUenged under this doctrine.323 Recently, several 

mgh-profile cases conceming network industries in the U.S. dealt with questions in tms 

context. Intergraph Corp. v. Intel Corp.324 deals with the question of when a monopolist 

may refuse to deal and United States v. Microsoft Corp.325 examines under what terms a 

monopolist may deal. 

In Canada, two Competition Tribunal decisions deal with a 'dut y to deal'. But 

they are both not in the intellectual property context. 326 But .in Canada (Director of 

Investigation and Research) v. Warner Music Canada Ltd.,327 the refusaI to license the 

right to manufacture and distribute sound recordings was chaUenged under section 75 of 

the Competition Act. In tms case, the questions were whether the respondent could refuse 

320 Cameron and Scott, supra note 73 at 338. 
321 Ibid. 
322 Ibid. 

323 

Examples: MAI Sys. Corp. v. Peak Computer, Inc., 991 F. 2d 511 (9th Cif. 1993); Advanced Computer Services of 
Michigan, Inc. v. MAI Sys. Corp., supra note 61; Data General Corp. v. Grumman System Support Corp., 36 F. 3d 
1147 (l't Cif. 1994). 
Examples: ILC Peripherals Leasing Corp. v. International Business Machines Corp., (D.C. Cal. 1978) 1978-2 
Trade Cases 62, 177; Memorex Corp. v. International Business Machines Corp., 485 F. Supp. 423; Berkey Photo, 
Inc. v. Eastman Kodak Co., (CA-2; 1979) 603 F. 2d 263; 

324 Intergraph Corp. v.lntel Corp., 88 F. Supp. 2d 1288,54 u.S.P.Q.2d (BNA) 1431 (N.D. Ala. 2000). 
See Wagner, supra note 195 at W82ff., for a detailed analysis ofthis case. 

325 United States v. Microsoft Corp., supra note 208. 
326 Cameron and Scott, supra note 73 at 339, note 161. 

The two cases are: Canada (Director of Investigation and Research) v. Chrysler Canada Ltd. (1989) 27 c.P.R. 
(3d) 1; Canada (Direetor of Investigation and Research) v. Xerox Canada Inc. (1990) 33 c.P.R. (3d) 83. 

327 Canada (Director of Investigation and Research) v. Warner Music Canada Lid. (1997), 78 C.P.R. (3d) 321, 43 
B.L.R. (2d) 93 (Competition Tribunal). 
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to deal and whether the Competition Tribunal had the jurisdiction to grant a compulsory 

license.328 The respondents brought a motion in front of the Copyright Board, claiming 

that the Competition Tribunal lacked jurisdiction to grant a compulsory license. The 

Copyright Board granted the motion. It held: 

The right granted by Parliament to exclude others is fundamental to inteUectual 
property rights and cannot be considered to be anti-competitive, and there is nothing in 
the legislative history of section 75 of the [Competition] Act which would reveal an 
intention to have section 75 operate as a compulsory licensing provision for inte~lectual 
property.329 

b) Tied Selling 

Tied selling involves '~the sale of a product (the tying product) on the condition 

that the buyer purchase a different product (the tied product), or at least agrees not to 

purchase the tied product from any other seller. ,,330 AIso, where the purchase of the tied 

product is not a prerequisite but it can be obtained on more favourable terms, tying may 

arise.33l The underlying competition policy concem is that if the seller of the tying 

product has strong market power or a monopoly in that market, he might be able to 

prevent competitors from selling in the market for the tied product by using tying 

arrangements.332 If that is achieved, only competitors that are able to offer an acceptable 

substitute for the tying product as well can compete in the market of the tied product. 333 

Thus, tying can raise barriers to entry into the market of the tied product and therefore 

result in market power in that market as weIl.334 

328 Handa, Sunny. Copyright Law in Canada (Markham: Butterworths, 2002) at 348 [hereinafter Handa 3]. 
329 Canada (Director of Investigation andResearch) v. Wamer Music Canada Ltd., supra note 327. 
330 Cameron and Scott, supra note 73 at 334. 
331 Ibid. 
332 Ibid. 
333 Ibid. 
334 Ibid. 
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Several aspects of the tied selling provision (s.77 of the Competition Act) have to 

be considered conceming intellectual property rights: 335 

ID It is uncertain whether this section îs applicable to the licensing of intellectual 

property because licenses may not constitute a 'product', as required in section 

2 of the Competition Act.336 

ID The supplier of the tying product has to have market power in that market 

because the provision only applies to a 'major supplier' of a tying product. 

According to the Tele-Direct case,337 the fact that the tying product IS 

protected by intellectual property rights alone 1S not sufficient grounds to 

imply the existence of market power.338 

ID The tying product and the tied product have to be properly distinct products. In 

the NutraSweet339 case, the Competition Tribunal stated that the respondent 

had not engaged in tied selling but noted that a trade-mark could constitute a 

separate product in appropriate cÏrcumstances. The applied test in the Tele-

Direct case340 (in assessing whether there were two distinct products) has two 

components:341 First, there must be sufficient demand for the purchase of each 

product separately.342 Second, if the products could be sold more efficiently 

together, then the products would not be treated as being distinct. 

335 The following comments are based on an elaboration by Cameron and Scott, supra note 73 at 334f. 
336 Assignments or licences of inteHectual property are essentially contractual waivers of the right to sue and no actual 

good or service is involved. See further comments to that in Chapter IV.BA. above. 
337 Canada (Direc/or of Investigation and Research) v. Tele-Direct (Publications) Inc. et al, supra note 212. 
338 Cameron and Scott, supra note 73 at 334f. 
339 Canada (Director of Investigation and Research) v. NutraSweet (1990) 32 c.P.R. (3d) 1. 
340 Canada (Director of Investigation and Research) v. Tele-Direct (Publications) Inc. et al, supra note 212. 
34\ Cameron and Scott, supra note 73 at 335. 
342 See also the U.S. case Eastman Kodak Co. v. Image Technical Services, Inc. 112 S. Ct. 2072 (1992), concerning 

the first part of the test. In this case, it was examined whether spare parts and maintenance services form distinct 
markets. Further, the U.S. case Service & Training, Ine. v. Data General Corp., supra note 61, deals with the 
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® Section 77(4)(b) provides an exclusion where tied seiting is reasonable having 

regard to the technological relationship between or among the products to 

which it. applies. Considering tbis exclusion, situations of technological tying 

(engineering technological complementarities between two products to link 

the sale of them) seem not to be subject to the tied seHing provisions.343 The 

case Restrictive Trade Practices Commission (Director of Investigation and 

Research) v. BBM Bureau of Measurement344 dealt with the scope of this 

provision. According to tbis decision, the exclusion is not applicable if the 

technological relationsbip relates only to cost efficiencies in the production of 

two products and not to their use by the buyeL The exclusion was only 

applicable "where the technological relationship between the products was 

such that the reputation of the tying product might be injured or destroyed if 

suppliers were not able to require the purchaser to use only the tied product in 

conjunction with the tying product."345 

Besides the cases mentioned above, only a few cases occurred in Canada where 

tied seUing involving intellectual property rights had been considered.346 In R. v. Union 

Carbide Canada Limited347 an action was brought by the Attorney General under section 

32 of the Competition Act. In this case, Union Carbide lied the licensing of its patented 

distinction between a diagnostic software program and general repair services that were held to be distinct 
products. 

343 Cameron and Scott, supra note 73 at 335. 
344 Restrictive Trade Praetiees Commission (Dir. of Investigation and Researeh) v. BBM Bureau of Measurement 

(1981),60 C.P.R. (2d) 26 (F.C.T.D.) affirmed (1985), 9 D.L.R. (4th
) 600 (F.C.A.). 

345 Cameron and Scott, supra note 73 at 335. 
346 Ibid. at 336. 

347 R. v. Union Carbide Canada Limited, Exchequer Court of Canada, Court No.B-1979. Information filed October 
12, 1967; Minutes ofSettlement filed December 12, 1969. 
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extrusion of polyethylene film sheets to the purchase of aH the unpatented resin necessary 

to make these sheets. The case was settled and Union Carbide agreed not to continue 

tying the licensing to the sale of the raisin. 348 

More examples of conduct that may constitute illegal tied selling349 and 

technological tying350 can be found in U.S. case law. 

D. Analysis 

The Copyright ACP51 and the Competition AcP52 pursue different goals. The 

former encourages creation by giving a time-limited right to control copyrng (and hence 

distribution), thus creating monopolies. The latter seeks to eliminate monopolies in order 

to protect consumers.353 In spite ofpursuing these different goals, the two Acts have one 

underlying principle in common: they both seek to promote consumer welfare. In order to 

pursue this princip le, the two Acts are drafted so that they would not oppose each 

other.354 This is based on the following considerations: 

@ In deciding that the Copyright Act should provide certain monopoly rights, the 

legislator previously took into account competition law concems. Therefore, 

348 
Cameron and Scott, supra note 73 at 336. 

349 
Examples Iisted by Cameron and Scott, supra note 73 at 336, note 145: United States v. Loews 's Inc., 371 U.S. 38 
(1962); Digidyne Corp. v. Data General Corp., 734 F.2d 1336 (9th Ciro 1984), cert. denied lO5 S. Ct. 3534 (1985). 

~ 1 Examples listed by Cameron and Scott, supra note 73 at 336f: ILC Peripherals Leasing Corp. v. Internationa 
Business Machines Corp., supra note 317; Memorex Corp. V. International Business Machines COIp., supra note 
317; Transamerica Computer CO. V. International Business Machines Corp., (D.C. Cal. 1979) 1979-2 Trade Cases 
62,989; 481 F. Supp. 965; Northeastern Telephone Co. v. American Telephone and Telegraph Co., (CA-2; 1981) 
1981-1 Trade Cases 64,027; Microsoft Corp. v. Bingamen, (DC SNY, Mise. No MB-85. 7/3/95. 7/13/95). 

351 Copyright Act, supra note 40. 
352 Competition Act, supra note 8. 
353 

Handa 3, supra note 328 at 347. 
354 Ibid. 
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this Act already contains an implicit balance that respects competition policy 

concerns.355 

® The Competition Act takes tms implicit balance into account in stating in 

section 79(5) that the exercise of a right derived under the Copyright Act is not 

in and of itself anti-competitive.356 

® While respecting intellectual property rights, the Competition Act also deals 

with exercise that is improper from a competition law point of view. The 

Attorney General has the power to apply to the Federal Court for remedial 

orders where copyrights have been used to unduly restrain trade or commerce 

or to unduly lessen competition in certain specified ways.357 

The Copyright Act is, as stated by Handa, "an acknowledgement that an exception 

to the Competition Act is desirable - to give creators the incentive to create, they must be 

permitted to profit from their creations.,,358 

Canada's treatÏes have to be taken into account as weIl in analysing the interface 

of copyright law and competition law. These treaties influence, to some extent, the impact 

of competition law on copyright law in Canada. They either erode the potential of section 

32 of the Competition Act for effective action (e.g. Art. 1710 of N.A.F.T.A.)359 or they 

provide international legal authority against anti-competitive abuse for specifie types of 

355 Ibid. at 349. 
356 Ibid. at 347. 
357 

Competition Act, supra note 8 s.32. 
358 Handa 3, supra note 328 at 348. 
359 

See comments on that in Chapter IV.B. L above. 
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intellectual property rights and contemplate cooperative approaches for remedies in such 

cases (e.g. the TRIPs Agreement).360 

Thus far, Canadian courts and the Competition Tribunal have respected the 

balanced drafting of the Competition Act and the Copyright Act. Until now, they have 

been reluctant to restrict the exercise of copyrights based on competition policy concems. 

u.s. case law, on the other hand, evolved differently: first, more cases about the interface 

between competition law and copyright law can be found in the U.S.; second, it seems 

that U.S. courts are placing competition pohcy higher than the rationales behind copyright 

protection. U.S. courts are more likely to restrict the exercise of copyrights through 

competition policy enforcement than Canadian courts. 

360 For a detailed discussion orthe TRIPs Agreement see Chapter IV.A. above. 
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V. Intellectual Property Enforcement Guidelines 
of the Competition Bureau 

A. General Remarks 

73 

Both American and Canadian competition law authorities have promulgated 

guidelines that reflect policy positions conceming the interface of competition law and 

inteHectual property law. Policy making is part oftheir mandate and, basically, guidelines 

are a good way to clarify how they approach the enforcement of it. However, positions 

taken in guidelines are not necessarily supported by the existing jurisprudence. As 

authorities might rely on the guidelines in their decisions, one will have to rely on them 

for precedential value. In that sense, issuing guidelines can result in 'law making' that 

exceeds competition law authorities' jurisdiction because it did not undergo a formaI 

process of creating law. However, there is also no formaI process needed to adjust them, 

if necessary. 

This being said, the Competition Bureau released the final verSIOn of its 

lntellectual Property Enforcement Guidelines361 on September 21, 2000 following an 

extensive consultation process with interested stakeholders. 

B. Goals 

The Competition Bureau aimed at providing increased c1arity on how it will deal 

with competition issues involving intellectual property in the future.362 The Guidelines set 

out how the Competition Bureau views the interface between intellectual property law 

36\ , 
'Guide\ines", supra note 191. 

362 Ibid. Preface. 
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and competition law, and explains the analytical framework it uses to assess conduct 

involving inteHectual property. The Guidelines seek to clarify the circumstances under 

wruch the Competition Bureau would consider to monitor terms and conditions of 

intellectual property rights transfers and licenses. The approach in the Guidelines is based 

on the premise that the Competition Act generally applies to conduct involving 

intellectual property as it appHes to conduct involving other forms of property, even 

though intellectual property has important characteristics that distinguish it from other 

forms of property. 363 

c. General Principles 

When developing the Guidelines, the Competition Bureau took into account its 

past enforcement experience, Canadian case law, and the approaches taken in the 

Antitrust Guidelines for the Licensing of Intellectual Property, issued by the D.S. 

Department of Justice and the Federal Trade Commission in 1995, and in other 

jurisdictions, including the European Union. 364 

The Guidelines distinguish two broad categories of circumstances in which the 

Competition Bureau may apply the Competition Act to conduct involving intellectual 

property:365 

• those involving 'something more than the mere exercise' of an inteUectual 

property right (where the general provisions of the Competition Act should 

apply), and 

363 Ibid. Part 1. 
364 Ibid. 

365 Ibid. Part l and section 4.2. 
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@ those involving the 'mere exercise' of an intellectual property right and 

nothing else (where section 32 ofthe Competition Act should apply).366 

In both circumstances, it is not presumed that the conduct is anti-competitive, 

violates the general provisions of the Competition Act or should be remedied under 

section 32.367 

The Competition Bureau states that its approach is consistent with section 79(5) of 

the Competition Act, which acknowledges that the 'mere exercise' of an intellectual 

property right is not an anti-competitive act. Therefore, special remedies under section 32 

will only be possible in the very rare circumstances described in that section and in the 

Guidelines, and when the conduct in question cannot be remedied by the relevant 

intellectual property statute.368 Furthermore, the Competition Bureau states that the right 

to exclude is the basis of private property rights and necessary for efficient, competitive 

markets.369 Therefore, enforcement of the Competition Act rarely interferes with the 

exercise of this basic right. Enforcement action may only be warranted when anti-

competitive conduct creates, enhances or maintains market power. 370 

Since the mandate of the Competition Bureau is to promote competition and the 

efficient allocation of resources, it states in the Guidelines that it may intervene in policy 

discussions and debates regarding the appropriate scope, defmition, breadth and length of 

366 h A definition of the 'mere exercise' of an intellectual property right and nothing else Îs given in section 4.2.1 oft e 
"Guidelines", supra note 191. See the discussion in Chapter V.D.2. below. 

367 , 
'Guidelines", supra note 191 Part 1. See Chapter V.F.3. below forcomments to this approach. 

368 "Guidelines", supra note 191 Part 1 and section 4.2. 
369 Ibid. section 3.3. 
370 Ibid. 
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intellectual property rights.371 Furthennore, it may intervene in Federal Court and 

Superior Court cases in order to bring a competition perspective to proceedings.372 And it 

may aiso intervene to make representations in other proceedings when it believes that 

inteUectual property rights could potentially be defined, strengthened or extended 

inappropriately.373 

These interventions before the courts in private litigation conceming the scope of 

inteUectual property rights have to be questioned in two respects. First, it is not in the 

jurisdiction of the Competition Bureau to define the scope of the protection of intellectual 

property rights. Second, it seems clear that Parliament did not intend the Commissioner of 

Competition to intervene in private litigation of inteUectual property rights as it provided 

mm in section 32 of the Competition Act with his own remedy in the rare cases in which 

the exercise of such rights has 'undue' anti-competitive effects.374 

371 Ibid. section 6. 
372 Ibid. 

373 Ibid. 
374 Information Technology Association of Canada. Comments on "Drafl" Intellectual Property En/orcement 

Guidelines. Released by the Competition Bureau, /ndustry Canada, on April 18, 2000 at 2.4 [hereinafter "!TAC"]. 
See also the comments in Chapter V.F.S. below. 
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D. Application of the Competition Act to InteUectnal Pmperty 

1. Principles 

The Guidelines set out the following general principles: 

@ A finn does not contravene the Competition Act if it aUains market power 

solely by possessing a superior product or process, introducing an innovative 

business practice or other reasons for exceptional perfonnance.375 

@ The right to exclude others from using a process or product does not 

necessarily grant the owner market power. 376 

@ Whether an owner of an intellectual property right possesses market power or 

not lS generally assessed by defining the relevant market and examining 

factors such as concentration, entry barriers, technological change and the 

existence of a variety of substitutes?77 

@ Licensing agreements involving intellectual property are not considered to be 

anti-competitive unless they reduce competition substantially or unduly 

relative to that which would have likely existed in the absence of the 

license.378 

2. Definition of the 'Mere Exercise' oflntellectual Properly Rights 

The 'mere exercise' of an inteUectual property right is defined in the Guidelines as 

"the exercise of the owner's right to unilaterally exclude others from using the intellectual 

375 , 
'Guidelines", supra note 191 sections 2.2 and 4.1. 

376 Ibid. section 4.1. 
377 Ibid. 
378 Ibid. 
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property".379 According to this definition, use and non-use of inteUectual property both 

faH under the 'mere exercise' of an intellectual property right. 

3. General Provisions of the Competition Act 

The Guidelines affinn that the 'mere exercise' of an intellectual property right 

does not raise concem under the general provisions of the Competition Act; and therefore 

exclusion does not violate these provisions, no matter to what degree competition is 

affected.380 

The general provisions will be applied however, when alleged competitive hann 

stems from arrangements (in the fonn of transfers, licenses, or agreements to use or 

enforce intellectual property) between independent entities that are not just the 'mere 

exercise' of the intellectual property right and nothing else.381 Thus, limitations may be 

implemented conceming to whom and how intellectual property can be licensed, 

transferred or sold. Arrangements may be challenged by the Competition Bureau if they 

create, enhance or maintain market power and are made between finns or groups of firms 

that would be actual or potential competitors without the arrangement. 382 The Guidelines 

state that this approach is consistent with both the Tele-Direct case383 and the Wamer 

case,384 where it was decided that the 'mere exercise' of an intellectual property right to 

379 Ibid. section 4.2. L 
380 Ibid. 
38\ Ibid. 
382 Ibid. 
383 

Canada (Director of Investigation and Research) v. Tele-Direct (Publications) Inc. et al, supra note 212. 
384 

Canada (Director of Investigation and Research) v. Warner Music Canada Ltd., supra note 327. 
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refuse to license a complainant was not an anti-competitive act and the competitive harm 

must stem from something more than the mere refusai to license.385 

The Guidelines state further, that competitive harm clearly flows from 'something 

more than the mere exercise' of an intellecrual property right when joint conduct of two 

or more firms lessens or prevents competition.386 If conduct such as conspiracy, bid-

rigging, joint abuse of dominance, market allocation agreements and mergers restrict 

competition, it does not matter whether inteUectual property rights are involved or not. 

Such conduct is in any case subject to review under the appropriate general provision of 

the Competition Act.387 The Guidelines smte three examples of conduct !hat is 'something 

more than the mere exercise' of inteHectual property rights and that may substantially 

lessen or prevent competition. The examples are:388 

@ Tying a non-proprietary product to a product covered by an intellectual 

property right. 

® Extending market power beyond the term of a patent through an exclusive 

contract. 

® Acquiring market power by systematically purchasing a controlling collection 

of intellectual property rights and then refusing to license the rights to others. 

The acquisition of these rights (not the refusaI to license) could be seen as 

anti-competitive and reviewed under sections 79 (abuse of dominance) or 92 

385 "Guidelines", supra note 191 section 4.2. L 
386 Ibid. 
387 Ibid. 
388 Ibid. 
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(mergers) of the Competition Act. Without the acquisitions, the owner's mere 

refusaI to license would be unlikely to cause concem. 

Another example is given in part 7 of the Guidelines:389 Two large record labels 

(accounting together for more than 65 percent of total sales and 70 percent of aIl major 

label artists) form a joint venture for a new generation of digital playback devices 

(DISCO). They refuse to license their product to another record label, which developed a 

similar device (DATCO) that is not compatible with DISCO. But they license their 

product to other record labels. This conduct soon puts DATCO out of business because 

consumers do not purchase DATCO technology as they are not able to play recordings 

from at least 70 percent ofthe major label artist with it. As a result, the owners of DISCO 

can substantiaUy increase the price ofthe product as weIl as royalties for licenses.390 

The Competition Bureau would, in this ex ample, likely determine that the terms of 

the joint venture agreement and the refusaI to license decreased competition. It would 

therefore review this behaviour under the merger provision (section 92) and/or the abuse-

of-dominance provision (section 79) of the Competition Act.391 According to the 

Competition Bureau, the anti-competitive acts relate to the acquisition of intellectual 

property rights and the foreclosure of access to them by the owners of DISCO.392 The 

behaviour of the owners of DISCO is seen as inefficient, as it reduces consumer choice, 

389 
Ibid. Part 7: Example 7. 

390 Ibid. 
391 

Ibid. Part 7: Example 7, Analysis. 
392 Ibid. 
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leads to increases in the royalties for licenses and inereases the priee of the produCt.393 

The Competition Bureau would likely require that the owners of DISCO divest 

themselves of this technology or license it for release in alternative formats. 394 

This last example leads to confusion. It is not clear what the owners of DISCO 

have done that is more than the 'mere exercise' of their intellectual property rights. The 

Guidelines define the refusaI to license as an element of the 'mere exercise' of an 

intellectual property right and nothing else.395 It seems that the Competition Bureau 

considers the decision as to whom one can license to, transfer or sell its intellectual 

property may be beyond the 'mere exercise' of these rights if there is an anti-competitive 

effect. 396 It is not made clear why this blanket refusaI to license goes beyond the 'mere 

exercise' of intellectual property rights, which would make the general provisions of the 

Competition Act applicable. 

4. Matters Outside the General Provisions of the Competition Act: Section 32 

Section 32 of the Competition Act contemplates the possibility that the 'mere 

exercise' of an intellectual property right may cause concern and result in the 

Competition Bureau seeking to have the Attorney General bring an application for a 

special remedy before the Federal Court. 

393 Ibid. 
394 Ibid. 

395 "Guidelines", supra note 191 section 4.2.1. This section defines the mere exerclse of an inteHectual property right 
as "the exercise ofthe owner's right to unilaterally exclude others from using the inteUectual property." 

3% Walker, Sandy. "Competition Bureau wades into intellectual property debate: Canada's watchdog sees its 
guidelines as means ofreducing uncertainty in business community." (1999) 25 Computing Canada at 1 L 
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The Guidelines state that the Competition Bureau will only seek a remedy if the 

circumstances specified in section 32 are met and the alleged competitive harm stems 

directly from the unilateral exercise of an intellectual property right to exclude and 

notmng else.397 In such a case, balancing the interests of the system of protection for 

inteUectual property and the public interest in greater competition in that particular 

market will be necessary. Only where no appropriate remedy is available under the 

relevant intellectual property statute would the Competition Bureau recommend applying 

to the Federal Court.398 The Competition Bureau expects such enforcement action to be 

required only in certain narrowly defined circumstances after analyzing the situation in 

two steps:399 

• The mere refus al has adversely affected competition to a substantial degree in 

the relevant market. This step is satisfied only by the combination of the 

following factors: 

(a) the holder of the intellectual property is dominant in that market, and 

(b) the intellectual property is an essential input or resource for firms 

participating in this market; thus, they are effectively prevented from 

competing through the refusaI of access to it. 

• Invoking a special remedy against the intellectual property holder would not 

adversely alter the incentives to invest in research and development in the 

economy. 

Furthermore, the Competition Bureau would also have to be satisfied that the refusaI is 

not just preventing the replication of existing products (wmch would be consistent with 

397 "Guidelines", supra note 191 section 4.2.2. 
398 Ibid. 
399 Ibid. 
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the intellectual property right) but stifling further innovation.400 Only if aH these factors 

were met would the Competition Bureau recommend that the Attorney General bring an 

application for a special remedy to the Federal COurt.401 

The Guidelines state that only in very rare circumstances would all these factors 

be satisfied and name network industries as an example.402 In network industries, 

intellectual property rights and network externalities can înteract to create de facto 

industry standards. A protected technology can become essential for competitors' 

products to be viable alternatives. Without access to the standard, competitors are 

effectively excluded from entering and producing in the market. In this context, the 

Guidelines refer to example 8 in part 7 of the Guidelines. In this example, ABACUS 

introduced a spreadsheet for personal computers, which established personal computers 

as an essential tool for business. ABACUS' annual market share grew to more than 75 

percent of the market. Then, CALCULA TOR introduced spreadsheet software that was 

cheaper and had a number of innovative features not found in ABACUS but was not 

compatible with it. As CALCULATOR ran into financial difficulties it requested a 

license from ABACUS in order to make the two products compatible. ABACUS did not 

grant a license and publicly announced that it would enforce its intellectual property 

rights against CALCULATOR if it copied its command hierarchy. This announcement 

led several other prominent software makers to discontinue their spreadsheet development 

programs.403 

400 Ibid. 
401 Ibid. 
402 Ibid. 

403 Ibid. Part 7: Example 8. 
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The Competition Bureau analysed ABACUS' refusaI to license in this example as 

the 'mere exercise' of an intellectual property right.404 But, after considering network 

effects, switching costs, and barriers to entry, the Competition Bureau conc1uded that 

ABACUS is dominant in the relevant market and its intellectual property is an essential 

facility for firms participating in this market. 405 Therefore, it would seek to have an 

application brought under section 32 of the Competition Act in order to examine whether 

the refusaI to license had adversely affected competition in the relevant market to a 

substantial degree.406 According to the Competition Bureau, the facts of this example 

suggest that ABACUS' ability to impose incompatibility has a chilling effect on the 

development i~ this market.407 Therefore, the Competition Bureau sees the need to correct 

this situation through a special remedy under section 32 of the Competition Act, which 

restores incentives for other firms to engage in research and development of competing 

compatible spreadsheet programs.408 The implemented remedy should allow competitors 

to gain access to the words and layout of ABACUS' menu hierarchy.409 

This ex ample leads to confusion. It is not c1ear why a remedy under section 32 is 

applied to ABACUS. ABACUS attained market power solely by possessing a superior 

product and exceptional performance. It has done nothing to extend its power to products 

beyond those protected by its inteUectual property.410 Its intellectual property protection 

extended naturaUy to a broad category of products because ABACUS developed a feature 

404 Ibid. Part 7: Example 8, Analysis. 
405 Ibid. 

406 Ibid. 
407 Ibid. 

408 Ibid. 
409 Ibid. 

410 "!TAC", supra note 374, Comments to example 9 (example 8 was example 9 in the Draft of April 2000). 
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which made the product very popular and which cannot be duplicated without infringing 

on its intellectual property.411 The Guidelines recognize in sections 2.2 and 4.1 that a firm 

does not contravene the Competition Act if it attains market power solely by possessing a 

superior product or process, introducing an innovative business practice or other reasons 

for exceptional performance. But that is exactly what is described in example 8. This 

example should therefore not attract a remedy under section 32 ofthe Competition Act.412 

5. Matters Outside of the Competition Act 

The Competition Bureau reaffirms that disputes arising outside the scope of the 

Competition Act should still be resolved by the appropriate intellectual property authority 

under the appropriate intellectual property statute.413 The Guidelines give two 

examples:414 

® an illegitimate extension of an intellectual property right, and 

® a daim to justify infringement of a legitimate intellectual property right on 

competition grounds. 

4lI Ibid. 
412 Ibid. 
413 " Guidelines", supra note 191 section 4.2.3. 
414 Ibid. 
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E. Analyticai Framework in the Context of InteUedmd Property 

Part 5 of the Guidelines states the analytical framework for the Competition 

Bureau' s assessment of relevant markets, market power, anti-competitive effects and 

efficiency in the context of intellectual property. The analysis in this part of the 

Guidelines is basically a summary orthe Merger Enforcement Guidelines.415 

1. Relevant Markets 

For transactions or conduct involving intellectual property, the relevant market 

will, in general, be defined based on one of the following:416 

e intangible knowledge or know-how that constitutes the intellectual property 

(this is likely to be important when intellectual property rights are separate 

from any technology or product in which the knowledge or technology is 

used); or 

e processes that are based on the intellectual property rights; or 

e final or intennediate goods resulting from, or incorporating, the intellectual 

property. 

In cases involving the licensing of intellectual property, the Competition Bureau 

does not define a relevant market around a license, but rather focuses on what the legal 

rights granted to the licensee actuaUy protect,417 

415 "!TAC", supra note 374, Comments to § 46. 
416 "Guidelines", supra note 191 section 5.1. 
417 Ibid. 



Chapter V - lntellectual Property Enforcement Guidelines of the Competition Bureau 87 

2. Market Power 

The assessment of market power depends, according to the Guidelines, on various 

factors, such as the level of concentration, entry conditions, the rate of technological 

change, the ability of firms to 'leap-frog' seemingly entrenched positions and the 

horizontal effects on the market.418 The Guidelines deal specifically with market 

concentration, ease of entry and horizontal effects. These factors are discussed in sections 

a) to c) below. 

a) Market Concentration 

The degree of market concentration is examined to get a preliminary indication of 

the competitiveness of the relevant market.419 Market concentration for intermediate or 

final goods is typically assessed through ca1culation of the market share of the firms that 

are actual participants in this market (this includes firms that offer demand substitutes as 

weIl as supply substitutes) and are able to respond to a pricé increase within one year with 

minimal investment. 420 But, a high degree of market concentration alone is not enough to 

justify the conclusion that a transaction or conduct will create, enhance or maintain 

market power.421 

Conduct of a firm that possesses less than 35 percent market share is, in general, 

not challenged by the Competition Bureau. A market share of more than 35 percent is not 

418 Ibid. section 5.2., first paragraph. 
419 Ibid. section 5.2.1. 
420 Ibid. 
421 Ibid. 
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considered as evidence of market power or as anti-competitive, but rather as a 

circumstance that may warrant further review.422 

The Competition Bureau is likely to focus on qualitative factors such as conditions 

of entry, the pace of technological change and the views of buyers, market participants 

and experts when assessing market power.423 This is due to the fact that a firm's entire 

actual output or total sales or total capacity is difficult to assess in cases involving 

intellectual property.424 

b) Ease of Entry 

The Guidelines acknowledge that conditions of entry are often more important 

than market concentration when market power involving intellectual property has to be 

assessed.425 Evidence of a rapid pace. of technological change or the ability of firms to 

'innovate around' or 'leap-frog' an existing entrenched position may in many cases fully 

address potential competition law concems.426 AIso, conduct that forces competitors to 

exit the market or erects barriers to entry is considered as being important. 427 

An example of conduct that forces competitors to exit the market is given in 

example 3.2 in part 7 of the Guidelines. In this example, ADVENTURE, a mountam bike 

manufacturer, has purchased patented mountam bike gear systems and now represents 70 

422 Ibid. 
423 Ibid. 
424 

Ibid. 
425 

Ibid. section 5.2.2. 
426 

Ibid. 
427 Ibid. 
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percent of mountain bike sales. It has independently negotiated long-term, exclusive 

licenses and supply arrangements with the three biggest suppliers ofthese systems (wmch 

account together for about 80 percent of sales). Manufacturers that compete with 

ADVENTURE were not able to obtain suitable gear system technology and a number of 

them are now out of business. For the remaining firms, a substantial eut in their sales 

occurred.428 

In this example, the Competition Bureau would examine ADVENTURE's 

conduet under the abuse-of-dominant-position provision (section 79) of the Competition 

Act. It would assess whether ADVENTURE substantially or completely controlled the 

supply·ofproducts within the relevant market.429 The Competition Bureaujudges the use 

of an exclusive licensing arrangement to effectively control the supply of an essential 

input as anti-competitive.43o The systematic manner in which ADVENTURE prevented 

its competitors from obtaining access to the vital input from suppliers is seen as anti-

competitive.43 l 

An example for conduct that en~cts barriers to entry is given in example 4 in 

part 7 of the Guidelines. In this example, the sole supplier of Megasalt, a unique salt 

substitute, entered into long-term exclusive supply contracts with its principal customers 

shortly before the intellectual property right, that protected Megasalt, expired. With these 

contracts, the supplier of Megasalt precluded its principal customers from obtaining salt 

substitutes from alternative suppliers. A competitor, that developed a potential alternative 

428 
Ibid. part 7: Example 3.2. 

429 Ibid. part 7: Example 3.2, Analysis. 
430 Ibid. 
431 Ibid. 
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to Megasalt, claims that these contracts 'lock up' a substantial part of the market, thereby 

precluding competitors from profitably entering the market.432 

In this example, the Competition Bureau would review the contracts under the 

exclusive dealing provision (section 77) or the abuse-of-dominance provision (section 79) 

of the Competition Act.433 If the supplier of Megasalt substantially controlled the relevant 

market, the Competition Bureau would assess the supplier's share of sales and examine 

the barriers to entry to this market.434 The long-term exclusive licenses would likely be 

seen as anti-competitive if they were determined to be the principal barrier to entry into 

the market.435 

c) Horizontal Effects 

To assess market power in a merger transaction, licensing arrangement or other 

fonn of contractual arrangement involving intellectual property rights, the Competition 

Bureau focuses on whether the conduct will result in horizontal anti-competitive effects 

for finns producing substitutes or producing potential substitutes.436 Vertical 

arrangements can have horizontal effects in a relevant market as well and the Competition 

Bureau would evaluate, whether they could resuIt in horizontal effects among either 

seners or buyers.437 

432 Ibid. part 7: Example 4. 
433 Ibid. part 7: Example 4, Analysis. 
434 Ibid. 
435 Ibid. 

436 Ibid. section 5.2.3. 
437 Ibid. 
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The Guidelines give three ex amples for vertical arrangements that can have 

horizontal effeds: 

® Example 3.1 in part 7 of the Guidelines describes a supplier-customer 

relationship between the firms SHIFT and ADVENTURE. These two firms 

are not competitors in the same market and enter mto an exclusive license 

agreement (vertical agreement).438 Since the two firms do not compete, the 

exclusive license would likely not lessen competition between them. 

Nonetheless, the Competition Bureau would examine the relevant markets (for 

both suppliers and customers) to determine if the exclusive license lessened or 

prevented competition substantially in either or both of those markets (which 

would be horizontal effects).439 The Competition Bureau would examine the 

conduct ofboth firms under the abuse-of-dominant-position provision (section 

79) of the Competition Act.440 But it would, in this example, very likely 

conclude that the exclusive license did not raise any competition issues.441 

® Example 3.2. in part 7 of the Guidelines examines a purchaser of patented 

mountain bike gear systems (which has 70 percent of sales in the relevant 

market) that enters into exclusive licenses and supply arrangements with aU 

suppliers in the market (vertical agreements). Thus, its competitors are 

excluded from the market (horizontal effect of the vertical agreements).442 The 

Competition Bureau would, very likely, see the systematic manner with which 

the purchaser prevented its competitors from obtaining access to a vital input 

438 Ibid. part 7: Example 3.1. 
439 Ibid. part 7: Example 3.1, Analysis. 
440 Ibid. 

441 Ibid. 

442 Ibid. part 7: Example 3.2. 
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as anti-competitive under the abuse-of-dominant-position provision (section 

79) of the Competition Act.443 

® Example 4 in part 7 of the Guidelines deals with recently closed exclusive 

contracts between the sole supplier of a unique salt substitute and Hs two 

princip le buyers (vertical agreements). The product is protected by an 

intellectual property right, which is about to expire. A competitor supplier, that 

developed a potential alternative to the product, claims that these contracts 

'lock up' a substantial part of the market and preclude other suppliers from the 

market (horizontal effect).444 The Competition Bureau would review these 

agreements under the exclusive dealing provision (section 77) or the abuse-of-

dominance provision (section 79) of the Competition Act and would likely 

conclude that they were anti-competHive.445 

The first example (example 3.1) is confusing. It is not clear why the conduct is 

seen as 'something more than the mere exercise' of an intellectual property right and why 

an investigation of the Competition Bureau is necessary at aU. Is it because an exclusive 

license was granted, even though this is defined as nothing more than the 'mere exercise' 

of an intellectual property right in section 4.2.1 of the Guidelines? 

The Guidelines also give an example of an anti-competitive horizontal 

agreement in example 3.3. in part 7. This example deals with three mountain bike gear 

443 
Ibid. part 7: Example 3.2, Analysis. 
This example is also examined under the aspect of forcing competitors to exit the market. See Chapter V.E.2.b) 
above. 

444 "Guidelines", supra note 191 part 7: Example 4. 
445 

Ibid. part 7: Example 4, Analysis. 
This example is also examined under the aspect of erecting barriers to entey. See Chapter V.E.2.b) above. 
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suppliers that enter into a (horizontal) agreement, which suhdivides the market among 

them. At the same time, they enter into exclusive license agreements, at premium priees, 

with a dominant purchaser.446 This matter would be examined by the Competition Bureau 

under either section 45 of the Competition Act as a conspiracy case (if the agreements 

were a blatant market allocation scheme implemented in a covert manner) or section 79 as 

a joint abuse-of-dominance case against the other suppliers in the market (if they were 

specialization agreements, under which each supplier public1y agreed to focus on a 

particular system technology that the parties disc10sed to and discussed with the 

purchaser).447 According to the Jacts given in this example, the Competition Bureau 

would conc1ude that the arrangement had either unduly or substantiaUy lessened or 

prevented competition.448 

This example is confusing as weIL The Guidelines do not provide an analysis of 

why the conduct in question constitutes 'something more than the mere exercise' of 

intellectual property rights. Rather, the example seems to "illustrate the distinction 

between conspiracy and joint abuse of dominance than to illuminate the [Competition] 

Bureau's approach to intellectual property issues.,,449 The conduct of the mountain bike 

gear suppliers does not constitute an exercise of intellectual property rights. Also, anti-

competitive conduct must he exclusionary in nature450 in order to be subject to review 

under section 79 ofthe Competition Act, which is not the case in tbis example.451 

446 "Guidelines", supra note 191 part 7: Example 3.3. 
447 Ibid. part 7: ExampIe 3.3, Analysis. 
448 Ibid. 

449 "!TAC", supra note 374, Comments to example 3.3. 
~ ml h See the holding in Canada (Director of Investigation a Researc ~ v. NutraSweet, supra note 339. 
451 "ITAC", supra note 374, Comments to example 3.3. 
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3) Anti-competitive Effects 

The Guidelines state that a transaction or conduct must create horizontal effects 

for the Competition Bureau to conclude that it is anti-competitive.452 If the transaction or 

conduct facilitates a firm's ability to exercise market power (unilaterally or m a 

coordinated manuer) in pncmg or output and competitor's costs increase, anti-

competitive horizontal effects arise.453 Examples for such anti-competitive effects are:454 

@ A transaction that prevents or raises the co st of competitors' access to 

important inputs. 

@ Licensing arrangements that are inherently vertical but have horizontal effects 

because the licensor and licensee would have been competitors in the absence 

of the licensing arrangement. 

@ A transaction or conduct that reduces innovative activity because it prevents 

future competition in a prospective product or pro cess market. 

4) Efficiency Considerations 

The Competition Bureau repeats in the Guidelines that the fundamental objective 

of competition law is to ensure the efficient use of resources through vigorous 

competition.455 But, at the same time, it acknowledges that restrictions on competition can 

actuaUy lead to a more efficient use of resources in certain instances (e.g. vertical 

arrangements and transactions that combine complementary factors).456 It states further in 

the Guidelines that, in sorne instances, creating or increasing market power can be 

452 "Guidelines", supra note 191 section 5.3. 
453 Ibid. 

454 The following examples are listed in section 5.3. of the "Guidelines", supra note 191. 
455 "Guidelines", supra note 191 section 5.4. 
456 Ibid. 
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justified because of the efficiencies created (especiaUy if intellectual property rights are 

involved).457 The Competition Bureau essentially describes in this section the tension 

between intellectual property protection and competition law. 

When analysing efficiencies in cases involving intellectual property, the 

Competition Bureau considers both the short-term and long-term efficiency implications 

of conduct or transactions.458 Any pro-competitive effects (efficiencies or business 

justification) generated by or associated with a potentially anti-competitive conduct have 

to be taken into account in assessing whether this conduct substantially lessens or 

prevents competition.459 

Examples for potentiaHy anti-competitive conduct that enhances the level of 

competition in the market and therefore has pro-competitive effects are:460 

o A licensing arrangement that restricts intra-brand competition but furthers 

inter-brand competition. 

o A licensing arrangement between two potential competitors that results in a 

new product that would not otherwise have been developed. 

If the parties could have used commerciaUy reasonable means to achieve 

efficiencies that were less harmful to competition, the Competition Bureau will compare 

457 Ibid. 
458 Ibid. 
459 Ibid. 
460 

The following examples are \isted in section 5.4 of the "Guidelines", supra note 191. 
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the anti-competitive effect of the transaction or conduct to such alternatives.461 Finns 

should use such alternatives if their use would still allow them to exercise their 

inteUectual property rightS.462 

F. Analysis 

1. General Comments 

" To date, there have been relatively few competition cases involving intellectual 

property in Canada. Section 32 of the Competition Act has been almost donnant for 

years.463 However, the fact that the Competition Bureau issued these Guidelines indicates, 

that it willlikely take a greater interest in monitoring the exercise of inteHectual property 

rights in the future. This would represent a significant change in its policy and practice.464 

The Competition Bureau states that the Guidelines are based on the premise that 

the Competition Act generally applies to conduct involving inteUectual property in the 

same manner as it applies to conduct involving other fonns of property.465 However, it 

takes into account that intellectual property has important characteristics that distinguish 

it from other fonns ofproperty.466 This premise ignores that Parliament did not intend for 

the general provisions ofthe Competition Act to apply to intellectual property. Section 32 

of the Competition Act is especially drafted to deal with conduct involving the exercise of 

461 , 
'Guidehnes", supra note 191 section 5A 

462 Ibid" 
463 Morrow, David. "Litigation - InteHectual Property,' Recent Developments of Importance" Lexpert Articles on 

Recent Legal Developments, Canadian Legal Lexpert Directory 2001, LEXDI2001-41. 
464 Ibid. 
465 , 

'Guidelines", supra note 191 Part 1. 
466 Ibid. 
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intellectual property rights that raise competition policy concems. The general provisions 

of the Competition Act should therefore have no application in the context of the exercise 

of inteUectual property rights. 

2. Use of the General Term "Intellectual Property' 

The term 'intellectual property' describes various statutes and laws that protect 

intangible creations.467 However, it is not a defined term in law. In the Guidelines, the 

term is used for an the various statutes and laws together.468 

Furthermore, the Guidelines assume a position regarding the 'inherent' nature of 

intellectual property rights. But this is currently the subject of much debate.469 

Understanding the 'inherent' nature of each inteIlectual property right necessitates an 

interpretation of the underlying theoretical basis of each statute or law separately.47o But 

not aIl of them have a weIl defined theoretical underpinning. Copyright law, for instance, 

is entitled 'copyright' in English but 'droit d'auteur' in French. These terms refer to two 

very different concepts (the former refers to the protection of the right to copy whereas 

the latter refers to the protection of a right belonging to an author).471 One will reach very 

different conclusions as to what is the 'inherent' nature of copyright, depending on which 

theoretical approach one takes.472 

467 Handa, Sunny. Letter to the Competition Bureau: 'Comments Regarding Intellectual Property Enforeement 
Guidelines (Drafi of June Il, 1999) '; ontine: <http://strategis.ic.gc.ca/SSG/ct0157Ie.html> [hereinafter Handa 5]. 

468 Ibid. 

469 Ibid. 
470 Ibid. 

471 See for further explanation to this difference Chapter H.A.l.c) above and the final remarks in Chapter VI. be\ow. 
472 Handa 5, supra note 467. 
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3. The 'Mere Exercise' and 'Something More than the Mere Exercise' 
of Intellectual Property Rights 

A further analysis of the Guidelines leads to the conclusion that it is key for the 

Competition Bureau to differentiate what conduct involves: 

® the 'mere exerdse' of an inteUectual property right and nothing else (and 

therefore does not raise competition issues in general; or if it does, section 32 

of the Competition Act should apply); and 

@ 'something more tlum just the mere exerdse' of such a right (and therefore 

should be treated like any other anti-competitive act regardless ofthe fact that 

inteUectual property rights are involved). 

Basically, this approach narrows the application of section 32 of the Competition 

Act down to cases conceming unilateral refusaIs to deal that affect competition and 

necessitate the application of the 'essential facilities doctrine' .473 That 1S problematic for 

different reasons: 

@ It is not consistent with the wording of section 32, which reads: "In any case 

where use has been made ... .',474 

@ The distinction between conduct that constitutes the 'mere exercise' of an 

intellectual property right and conduct that constitutes 'something more than 

the mere exercise' is not based on the statutes or on case law. 

473 See the description in section 4.2.2. and example 8 in part 7 of the "Guidelines", supra note 191. Chapter V.D.4 
above examines this section in more detail. 

474 Section 32(1) ofthe Competition Act, supra note 8. 
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11& The 'essential facilities doctrine' is, especiaUy in new economy markets, very 

controversial. Furthermore, it is based on U.S. case law and has no basis in 

Canada.475 

11& Parliament did not intend to give section 32 of the Competition Act such a 

narrowapplication. 

® Whereas section 32 of the Competition Act gives jurisdiction over the exercise 

of intellectual property rights to the Federal Court, the Competition Tribunal 

has jurisdiction over the application of the general provisions of the 

Competition Act.476 Therefore, the approach taken in the Guidelines moves the 

jurisdiction away from the Federal Court to the Competition Tribunal and 

ignores the fact that Parliament wanted the Federal Court to deal with the 

exercise of intellectual property rights. 

Even if one were to take the point of view that the approach of the Competition 

Bureau was based on statutes or case law, the Guidelines do not provide a sharp 

distinction between conduct that is the 'mere exercise' of intellectual property rights and 

conduct that is more than that. Although there is a short and clear definition given in 

section 4.2.1 of the Guidelines,477 the hypothetical ex amples at the end of the Guidelines 

lead to more confusion than clarification. In particular, ex amples 3.1,478 3.3,479 7,480 and 

475 See more comments to the 'essential facilities doctrine' in Chapter V.FA. below. 
476 With the possibility of appeal to the Federal Court of Appeal, according to section 13 ofthe Competition Tribunal 

Act, R.S.C. 1985, c. 19. 
ill h Section 4.2.1 of the "Guidelines", supra note 191, defines the mere exercise of an intellectual property rig t as 

"the exercise of the owner's right to unilateraUy exclude others from using the intellectual property". 
478 See Chapter V.E.2.c) above for the analysis ofthis example. 
479 See Chapter V.E.2.c) above for the analysis ofthis example. 
480 See Chapter V.D.3. above for the analysis ofthis example. 
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8481 are not clear about what the parties have done that is more than the 'mere exercise' of 

their intellectual property rights. 

The European Court of Justice developed a distinction between conduct within the 

'subject matter' of an intellectual property right and an abusive exercise of such a right.482 

But, according to Walker, "case law [in this context] has been inconsistent, confusing and 

the subject ofmuch criticism.'.483 In Vo/vo v. Veng,484 the Court held that "the right ofthe 

owner· of a protected design to prevent third parties from manufacturing, selling or 

importing products incorporating the design was the very subject matter of the exclusive 

right.,,485 The refusaI to license itself was, therefore, not considered as an abuse of 

dominant position.486 In the Magill case,487 the Court held, at first, that the copyright 

owner has the exclusive right of reproduction, but then concluded that the exercise of that 

right (which was a refusaI to license) was abusive. According to the different results in 

these cases, it seems that "the scope of intellectual property rights may shrink or expand 

depending on [the particular] circumstances.,,488 Experience in Europe shows that the 

distinction between the 'mere exercise' and 'something more than the mere exercise' of 

intellectual property rights depends on the respective facts in each case. 

481 
See Chapter V.D.4. above for the analysis ofthis example. 

482 Walker, supra note 396. 
483 Ibid. 
484 

Volvo v. Veng Case 238/87 [1987] ECR 621l. 
485 Walker, supra note 396. 
486 Ibid. 

487 Radio TeleflS Eireann (RTE) v. Commission Cases, supra note 210. 
488 Walker, supra note 396. 
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4. Industry Standards and the 'Essential Facilities Doctrine' 

The analysis of section 4.2.2 of the Guidelines, in combination with example 8 in 

part 7 of the Guidelines,489 reveals that the Competition Bureau takes the view that de 

facto industry standards in network industries could be considered as 'essential facilities' 

and thus, access of competitors to the standard could be enforced. It seems that tbis view 

is based on the U.S. 'essential facilities doctrine' or the Canadian 'dut Y to deal', described 

in Chapter IV.C.3.a) above. 

In fact, interfaces in standards are an area of emerging concem. Cameron and 

Scott held that "[w]here a product itselfbecomes a standard, either informally through the 

market process or through a formaI standards setting mechanism, a dut Y to deal may be 

imposed.,,490 They provide as examples the consent decree proceedings by the U.S. 

Federal Trade Commission (FTC) against De1l491 as weIl as the U.S. case Litton Systems, 

Ine. v. Ameriean Telephone and Telegraph CO. 492 However, these two cases deal with 

formai standard-setting proceedings. Competition concems may arise in such 

proceedings when a participant attempts to abuse the standard-setting process (e.g. by 

asserting that compliance with an agreed-upon standard violates its intellectual property 

rights, as happened in the Dell case). Competition concems arise in tbis context not 

because of the exercise of intellectual property rights but rather, because of bad faith 

behaviour of one ofthe participants during the negotiations for the standard. 

489 See Chapter V.DA. above for the description of section 4.2.2 and example 8. 
490 Cameron and Scott, supra note 73 at 340. 
491 Federal Trade Commission, In the Matter of Dell Computer Corp., Proposed Consent Order ta Cease and Desist, 

FTC File No. 931-0097 (2 November 1995). For more details to that Consent Order see: Antitrust and Intellectual 
Property in the rear 2000, Remarks ofCommissioner Mary L. Azcuenaga, Federal Trade Commission, Before the 
American InteHectual Property Law Association, January 24, 1996 
online: < http://www.ftc.gov/speeches/azcuenagalintelp.htm>. 

492 Lilton Systems, Inc. v. American Telephone and Telegraph Co., (CA-2; 1983) 700 F. 2d 785. 
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Whether de facto standards can be considered as 'essential facilities', as implied 

by the Competition Bureau in the Guidelines, is an open question and the subject of much 

dispute. Corley493 held that high technology products rarely consist of more than the 

intellectual effort that created them. Therefore, they can almost never be essential 

facilities like a bridge across a major river.494 On the other hand, Church and Ware495 

argue that, especially in network industries, there are instances where an installed base of 

an incumbent can constitute an 'essential facility'. They hold that this is the case when 

entry by competing suppliers is not feasible without access to the installed base496 and cite 

the U.S. case MCI Communications Corp. v. AT&rt97 as the leading 'essential facilities' 

case. In tbis case, it was held that an 'essential facility' exists when the foHowing four 

elements are met: "a) control by a monopolist of a facility or resource serving the 

monopolist's market, b) the inability of an entrant to practically or reasonably duplicate 

the facility, c) the denial of the use of the facility to a competitor or entrant, and d) the 

feasibility ofproviding access to entrants.,,498 

The 'essential facilities doctrine' and compulsory licensing as remedies remain an 

open and controversial issue in the D.S. In Canada, courts are very reluctant to apply the 

'essential facilities doctrine' or to imply a 'dut y to deal'. Furthermore, the Copyright 

Board made it very clear in Canada (Director of Investigation and Research) v. Warner 

493 Corley, supra note 142 at 184, note 131. 
494 This is where the essential facilities doctrine originates. See Chapter IV.C.3.a) above for more details. See also 

Corley, supra note 142 at 184. 
495 Church and Ware, supra note 33 at 259. 
496 Ibid. 

497 MCI Communications Corp. v. AT&T, 708 F.2d (7th Cir. 1983) cert. denied 464 U.S. 891 (1983). 
498 Church and Ware, supra note 33 at 259. 
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Music Canada Ltd. 499 that the Competition Tribunal lacks jurisdiction to grant a 

compulsory license. In view of these facts, the Competition Bureau should not implement 

an 'essential facilities doctrine' in the Guidelines. 

Even if an 'essential facilities doctrine' would be applied under certain 

circumstances in network industries, many unresolved problems would remain. The 

remedy in such cases would either be to open up interfaces or to order a compulsory 

license. This would essentially involve regulating the terms and conditions of access to 

the installed base,500 which would cause sorne difficult practical problems. For instance. 

"[i]f a product does not work in forced open interfaces than there is aU kinds of finger-

pointing, and in a technologically complex industry, that can get us in a regulatory 

,,501 0 M F·d . mess. r, as c etn ge put It: 

Is compulsory licensing a good remedy if you decide that you want to, for whatever 
reason, eut short the intellectual property right? t ... ] You ean get aecess, but that is 
really an you are getting, and to the extent that something else is required from the 
licensor, you may have to go a long way with a lot of regulatory intervention to get 
it. 502 

Jorde held that the 'essential facilities doctrine' should not be applied to the 

refusaI to license intellectual property.503 Among other arguments, he stated that:504 

499 
Canada (Director of Investigation and Research) v. Warner Music Canada Ltd., supra note 327. 

500 
Church and Ware, supra note 33 at 260. 

501 

502 

Schwartz, Marius. Comments made at: "Roundtable Discussion on Competition Policy, InteUectual Property and 
Innovation Markets" in Robert D. Anderson and Nancy T. Gallini, ed., Competition Policy and Intellectual 
Property Rights in the Knowledge-Based Economy (Calgary: University of Calgary Press, 1998) at 447, at 454. 
McFetridge, Donald G., Comments made at: "Roundtable Discussion on Competition Policy, InteHectual Property 
and Innovation Markets" in Robert D. Anderson and Nancy T. Gallini, ed., Competition Policy and Intellectual 
Property Rights in the Knowledge-Based Economy (Calgary: University of Calgary Press, 1998) at 447, at 461. 

503 Jorde, Thomas M., "The Competition Act and the Information Economy, Section B: Antitrust and the Information 
Economy: A United States Perspective" in James B. Musgrove, ed., Competition Law for the 21'1 Century (Juris 
Publishing, Canadian Bar Association, Competition Law Section, 1997 Annual Conference) at 187, at 193. 

504 The following list is based on (and a summary of) the arguments made by Jorde, supra note 503 at 193f. 
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® The doctrine does not apply weIl in the area of intellectual property. "The fact 

that replication may be very expensive and time-consuming is not enough to 

support compulsory licensing. ,,505 

® Compulsory licensing as a remedy would require on-going regulation. 

® "A refusaI to license intellectual property should always be viewed as a 

legitimate competitive strategy,,,506 regardless of whether the holder of the 

inteHectual property "makes an initial decision not to license, or later has a 

change in strategy and refuses to extend the term of a previously granted 

license. ,,507 

® Compulsory licensing is a dubious undertaking because it can have negative 

welfare effects in the short-run (compelling inefficient licensing) as weB as in 

the long-mn (reducing incentives to invest in innovation). 

@ "Problems associated with the breadth of intellectual property should be 

addressed within intellectualproperty law and before institutions created for 

that purpose. ,,508 

Nevertheless, it seems that firms working in networks industries are now facing 

risks not seen in the past. According to example 8 in part 7 of the Guidelines, section 32 

of the Competition Act could be successfully applied "in the case of a network industry in 

which intellectual property protection and the size of the network result in substantial 

505 Jorde, supra note 503 at 193. 
506 Ibid. at i94. 
507 Ibid. 
508 Ibid. 
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market power."S09 The Competition Bureau fears that the combination of intellectual 

property rights and network effects may create de facto industry standards, and 

intellectual property protection may therefore effectively exclude others from entering 

and producing in the market. 510 Thus, as Walker noted: "if you are successful enough to 

have created an industry standard in a network industry, the [Competition] Bureau might 

compel you to share your intellectual property with your competitors.,,51 i 

. However, the combination of intellectual property protection and network effects 

is not necessarily a source of market power. Unless competition is constrained, this 

combination does not merit a higher level of competition law scmtiny or intervention. In 

fact, network effects can provide substantial consumer benefits and facilitate dynamic, 

leapfrogging competition where a leader can rapidly be deposed by a superior competing 

product.512 Where technologies compete, it is not merely the combination of intellectual 

property protection and network extemalities that inhibit the development of competing 

technologies, but the extension of intellectual property rights to products and competition 

markets beyond the scope ofthe intellectual property rights and their natural outfloWS.513 

Only such extensions merit a higher level of competition law scmtiny or intervention. 

509 Walker, supra note 396. 
510 Ibid. 
511 Ibid. 

512 See also the comments made by Microsoft Canada Co. in: Letter to the Competition Bureau: 'Comments 
Concerning DraflIntellectual Property Enforcement Guidelines', September 7,1999 
online: <http://strategis.ic.gc.calSSG/ct01576e.html> . 

513 "ITAC", supra note 374 Comments to §46 of the Guidelines. 
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5. Interventions of the Competition Bureau in Proceedings 

The Competition Bureau intends to intervene in proceedings between private 

litigants when it believes that intellectual property rights could potentiaUy be defined, 

strengthened ~r extended inappropriately.514 This intention is very questionable. The 

Competition Bureau does not have the jurisdiction and mandate for such an intervention. 

Furthermore, Parliament did not intend for the Commissioner of Competition to intervene 

in private litigation of intellectual property rightS.515 Also, it is difficult to envision 

situations in which such intervention could be appropriate. 

514 "Guidelines", supra note 191, section 6. 
515 See also the comments in Chapter V.c. above. 



Final Remarks: Social Utility versus Natural Rights 107 

VI. Final Remarks: Work-Centred versus Author-Centred Approach 

This thesis is based on the premise that copyright has a utilitarian pm-pose, based 

on a work-centred approach of copyright law.S16 However, not everyone agrees with this 

position. Sorne see copyright as being about naturai rights. "Natural rights arguments for 

copyright protection derive from personality, labour and dessert, rights to liberty/free 

speech, and privacy theories, to name a few."S17 The natural rights theory is based on 

existing systems of droit d'auteur, wmch support economic rewards for authors and 

creators.Sl8 Droit d'auteur regimes "are based on the notion that rights flow from the 

author and therefore remain tied to the author throughout ms life. The rights reflect the 

author's personality, creativity and intellect, and this is sufficient reason to afford them 

protection."S19 

If one were to analyze the interface between copyright law and competition law 

with the presupposition that the underlying principle of copyright is based on the author-

centred approach, the outcome would in sorne parts differ from that reached in tms thesis: 

® The author's right of being rewarded with a strong monopoly right for his 

creations is stronger in the natural rights theory than in the social utility theory. 

This aggravates the tension between copyright law and competition policy. 

® The Competition Bureau's Intellectual Property Enforcement Guidelines 

contain an 'essential facilities doctrine' that might be applied to firms in 

516 See Chapter HA Lc above. 
517 Handa 3, supra note 328 at 84. 
518 Ibid. at 126. 
519 Ibid. at 85f. 
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network industries. The natural rights theory pro vides for a strong argument 

against fuis doctrine. If one takes the view that personality rights are 

manifested in copyright law, it seems unimaginable to force a creator to 

disseminate his work through a court ordered 'duty to deal' . 

Nevertheless, this thesis favours the social utility theory because historically 

Canadian copyright law (as with Anglo-American copyright laws in general) has evolved 

with a.utilitarian mindset. 520 

520 
Ibid. at 127 and Théberge v. Galerie d'Art du Petit Champlain inc., supra note 24 at 122; 
see also Chapter ILA. 1. above. 
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VII. Conclusion 

This thesis has described and analyzed the background and underlying princip les 

of the interface between Canadian copyright law and competition law. The analysis 

reveals that both bodies of law serve the same goals of promoting efficient competition, 

innovation and diffusion of new technology, albeit in different ways. Copyright law aims 

at fostering creative activity to provide society with new creations. It grants the creator of 

a work a monopoly for a limited amount of time, which provides for adequate rewards for 

the creative act. Copyright law has the potential to create market power through 

monopoly rights. Competition law, on the other hand, looks at a monopoly with suspicion 

and tends to destroy monopolies in order to provide consumers with increased 

competition, which leads to lower priees. 

The Copyright Act52l and the Competition Act522 are drafted so that they would not 

oppose each other as Parliament took the conflicting objectives between these two bodies 

of law into account when enacting the Copyright Act. Therefore, the Copyright Act 

contains an inherent balance of copyright protection and competition policy concems. 

In the last decade, new economy markets began to pose new challenges for the 

interface between copyright law and competition law. New economy markets are 

characterized by high innovation costs for information assets, which are easily reproduced 

at very low costs. These markets depend strongly on communication, which makes 

521 Copyright Act, supra note 40. 
522 Competition Act, supra note 8. 
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interoperability and dependence on network effccts inevitable. Firms in new economy 

markets seek standard status, first entry, and early lead advantages in large networks. 

They naturaUy try to maximize the value of their intellectual property rights through 

competitive strategies like cooperation or exclusionary tactics. However, these tactics can 

appear anri-competitive and provoke competition authorities to monitor the exercîse of 

intellectual property rights . 

. There are different ways to handle these new challenges. The Competition 

Bureau, in issuing its Intellectual Property Enforcement Guidelines,523 took the view that 

monitoring the exercise of inteHectual property rights and strengthening the impact of 

competition policy was the appropriate remedy. While this is not based on the existing 

jurisprudence in Canada, it seems that the Competition Bureau chose tbis solution in view 

of the growing number of cases in tms field in the United States. But also in the U.S., case 

law is not consolidated in this field and different courts come to different solutions. 

The analysis of the Guidelines discloses that the Competition Bureau do es not 

distinguish between different types of intellectual property rights. This view does not 

respect that every intellectual property law or statute has its own rationale and underlying 

balance of interests. Parliament took competition policy concems into account when 

creating the Copyright Act. It also did so when creating, for instance, the Patent Act.524 

But, the balance between competition policy and inteUectual property protection does not 

necessarily have the same outcome in these different statutes. Therefore, the interface of 

523 , 
'Guidelines", supra note 191. 

524 Patent Act, supra note 53. 
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competition law and inteUectual property law has should be examined separately for each 

type of intellectual property protection. 

Furthermore, the Competition Bureau announced in its Guidelines, the application 

of the <essential facilities doctrine' in network industries. But, a court-ordered 'dut y to 

deal' based on pure exclusion contradicts the basis of intellectual property rights. 

Applying the 'essential facilities doctrine' in cases of unconditional refusaIs to deal 

"would severely limit the protection offered by the inteUectual property statutes, while 

providing benefits to competition that are ambiguous at best.,,525 

A more workable solution would be to revisi! copyright policy and assess whether 

copyright protection has expanded in ways that threaten the appropriate balance between 

copyright protection and co~petition policy.526 If that is the case, the legislator should 

rethink the scope of copyright protection, particularly conceming network industries, and 

Parliament could implement a new section in the Copyright Act to deal with these new 

challenges.527 This solution would be more feasible than curbing copyright protection 

through competition policy enforcement. 

525 Hovenkamp, supra note 178 at 479. 
526 Pitofsky, supra note 188 at 559. 
527 A comprehensive analysis, as weIl as suggestions, to a new section in the Copyright Act can be found in Handa 3, 

supra note 328, in Chapter 8.2. at 448ff. 
The decision of the Competition Bureau to surge ahead in issuing the Guidelines also seems premature in view of 
the ongoing copyright reform process, as this pro cess deals exactly with the scope of copyright protection in new 
economy markets. The copyright reform documents were released on June 22, 200r, just a couple of months 
before the Competition Bureau issued its Intellectual Property Enforcement Guidelines. These documents include: 
'Framework for Copyright Reform', 'Consultation Paper on the Application of the Copyright Act's Compulsory 
RetransllÙssion Licence to the Internet', and 'Consultation Paper on Digital Copyright Issues.' 
These documents are discussed in detail in Handa 3, supra note 328 at 448ff. 



Bibliography 

Bibliography 

A. LEGISLATION 

Canada 

Competition Act, RS.C. 1985, c. C-34. 

Competition Tribunal Act, RS.C. 1985, c. 19. 

Copyright Act, RS.C. 1985, c. C-42. 

Patent Act, RS.C. 1985, c. P-4. 

United States 

Copyright Act, 17 U.S.c. (1976). 

Sherman Act, 15 U.S.C .. 

1998 United States Digital Millennium Copyright Act (DMCA) 17 U.S.C .. 

B. CASES 

Canada 

Amoco Canada Petroleum v. Texaco Exploration Canada Ltd. [1975] 24 C.P.R (2d) 84 
(F.C.T.D.). 

Canada (Director of Investigation and Research) v. Bank of Montreal et al (1996) 68 
C.P.R (3d) 527. 

Canada (Director of Investigation and Research) v. Chrysler Canada Ltd. (1989) 27 
C.P.R (3d) 1. 

Canada (Director of Investigation and Research) v. NutraSweet (1990) 32 C.P.R (3d) 1. 



Bibliography 

Canada (Director of Investigation and Research) v. Tele-Direct (Publications) Inc. et ai 
(1997) 73 C.P.R. (3d) 1. 

Il 

Canada (Director of Investigation and Research) v. the D & B Companies of Canada Ltd. 
(1996) 64 c.P.R. (3d) 216 (Competition Tribunal, 30 August 1995). 

Canada (Director of Investigation and Research) v. Warner Music Canada Ltd. (1997) 78 
C.P.R. (3d) 321, 43 B.L.R. (2d) 93 (Competition Tribunal). 

Canada (Director of Investigation and Research) v. Xerox Canada Inc. (1990) 33 C.P.R. 
(3d) 83. 

Eli Lilly and Co. v. Novopharm Ltd. [1996] 68 C.P.R. (3d) 354 (F.C.T.D.). 

Massie & Renwick v. Underwriters' Survey Bureau [1937] 2 C.P.R. 184. 

Molnycke AB v. Kimberly-Clark of Canada Ltd. [1991] 36 C.P.R. (3d) 493 (F.C.A.). 

Phi/co Products Ltd. v. Thermionics Ltd. [1930] 3 D.L.R. 133; affirmed (1940] 4 D.L.R. 
1 (S.C.c.). 

Phi/co Products Ltd. v. Thermionics Ltd.[1943] c.P.R. 17. 

Proctor & Gambie et al. v. Kimberiy-Clark of Canada Ltd. [1986] 12 c.P.R. (3d) 430 
(F.C.). 

Proctor & Gambie v. Kimberly-Clark of Canada Ltd. [1990] 29 C.P.R. (3d) 545 (F.C.A.). 

Restrictive Trade Practices Commission (Dir. of Investigation and Research) v. BBM 
Bureau ofMeasurement [1981] 60 c.P.R. (2d) 26 (F.C.T.D.); affmned [1985] 9 D.L.R. 
(4th

) 600 (F.C.A.). 

R. v. Grange [1978] 5 W.W.R. 39,40 c.P.R. (2d) 214 (B.c. Co.Ct.). 

R. v. Union Carbide Canada Limited, Exchequer Court of Canada, Court NO.B-1979. 
Information filed October 12, 1967; Minutes ofSettlement filed December 12, 1969. 

Society ofComposers, Authors & Music Publishers v. Landmark Cinemas [1992] 45 
c.p .R. (3d) 346. 

Théberge v. Galerie d'Art du Petit Champlain inc. [2002] S.c.J. No. 32; 2002 sec 34. 

Visx Inc. v. Nidek Co. [1994] F.C.J. No. 1048 (T.D.) (Q.L.). 



Bibliography iii 

United States 

Advaneed Computer Seriees of Michigan, Inc. v. MAI Sys. Corp., 845 F. Supp. 356 (E.D. 
Va. 1994). 

Berkey Photo, Inc. v. Eastman Kodak Co., (CA-2; 1979) 603 F. 2d 263. 

Brulotte v. Thys Co., 379 U.S. (1964). 

Data General Corp. v. Grumman System Support Corp., 36 F. 3d 1147 (1st Ciro 1994). 

Digidyne Corp. v. Data General Corp., 734 F.2d 1336 (9th Ciro 1984), cert. deriied 105 S. 
Ct. 3534 (1985). 

Eastman Kodak Co. v. Image Technical Services, Inc., 112 S. Ct. 2072 (1992). 

E.I du Pont de Nemours & Co. v. Berley & Co., 620 F.2d 1247 (8 th Cir. 1980). 

Electronic Data Sys. Corp. v. Computer Associates Int'!, Inc., 802 F. Supp. 1463 (N.D. 
Tex. 1992). 

ILC Peripherals Leasing Corp. v. International Business Machines Corp. (D.C. Cal. 
1978) 1978-2 Trade Cases 62, 177. 

Memorex Corp. v. International Business Machines Corp. 485 F. Supp. 423. 

Intergraph Corp. v. Intel Corp., 88 F. Supp. 2d 1288, 54 U.S.P.Q.2d (BNA) 1431 (N.D. 
Ala.2000). 

Lasercomb America Inc. v. Reynolds, 911 F.2d 970 (4th Ciro 1990). 

Litton Systems, Inc. v. American Telephone and Telegraph Co., (CA-2; 1983) 700 F. 2d 
785. 

Lotus Development Corporation v. Bor/and IntI. Inc., 49 F.3d 807 (1995). 

MAI Sys. Corp. v. Peak Computer, Inc., 991 F. 2d 511 (9th Cir. 1993). 

MCI Communications Corp. v. AT&T, 708 F.2d (7th Ciro 1983) cert. denied 464 U.S. 891 
(1983). 

Microsoft Corp. v. BEC Computer Co., 818 F. Supp. 1313 (C.D. Cal. 1992). 

Microsoft Corp. v. Bingamen; (DC SNY, Mise. No MB-85. 7/3/95. 7/13/95). 

Morton Salt Co. v. as. Suppiger Co., 314 U.S. 488 (1942). 



Bibliography 

Northeastern Telephone Co. v. American Telephone and Telegraph Co., (CA-2; 1981) 
1981-1 Trade Cases 64,027. 

PCR Realty Sys. v. National Ass 'n of Realtors, 972 F.2d 341 (4th Cir. 1992). 

Principe v. McDonalds, 2 Trade Cases 63,556 (4th Ciro 1980). 

SCM Corp. v. Xerox Corp., 463 F. Supp. 983 (D. Conn. 1978),643 F.2d 1195 (2d Ciro 
1981), cert. denied, 445 U.S. 1016 (1982). 

Sega Enter. Ltd. v. Accolade, Inc., 785 F. Supp. 1392 (N.D. Cal. 1992) rev'd 977 F.2d 
1510 (9th Ciro 1992). 

Service & Training, Inc. V. Data General Corp., 963 F. 2d 680 (4th Ciro 1992). 

iv 

Transamerica Computer Co. v. International Business Machines Corp., (D.c. Cal. 1979) 
1979-2 Trade Cases 62,989; 481 F. Supp. 965. 

United States v. Besser Mfg. Co., 96 F. Supp. 304 (B.D. Mich. 1951); affinned 343 U.S. 
444 (1952). 

United States v. Loews's Inc., 371 U.S. 38 (1962). 

United States v. Microsoft Corp., 97 F. Supp. 2d 59 (D.C. Ciro 2000). 

United States v. Terminal R.R. Assn., 224 U.S. 383 (1912). 

Walker Process Equipment, Inc. v. Food Machinery & Chemical Corp., 382 U.S. 172 
(1965). 

Zenith Radio Corp. Hazeltine Research, Inc., 395 U.S. 100 at 135 (1969). 

European Community 

Radio Telefis Eireann (RTE) v. Commission Cases Case 241/91 and Case 242/91 [1995] 
ECR 1-743 (often referred to as MagiU). 

Volvo v. Veng Case 238/87 [1987] ECR 6211. 



Bibliography 

C. SECONDARYMATERIALS 

Books 

Geist, Michael. Internet Law in Canada, 2nd ed. (North York: Captus Press Ine., 2000, 
2001). 

Handa, Sunny. Copyright Law in Canada (Markham: Butterworths, 2002). 

Handa, Sunny. Reverse Engineering Computer Programs Under Canadian Copyright 
Law (Montreal: McGiH University, 1994). 

Handa, Sunny. Understanding The Modern Law Of Copyright ln Canada (Montreal: 
McGiH University, 1998). 

v 

Johnston, David; Johnston, Deborah and Handa, Sunny. Getting Canada Online (Toronto: 
Stoddart Publishing Co. Limited, 1995). 

Larouche, Pierre. Competition Law and Regulation in European Telecommunications 
(Oxford and Portland Oregon: Hart Publishing, 2000). 

Lobelson, William J .. Intellectual Property and Competition Law, A Comparative 
Approach EEC and USA (Montreal: MeGill University, 1992). 

Madiega, Tambiama André. For An International Competition PoUcy: A Global Welfare 
Approach (Montreal: MeGill University, 1999). 

Nozick, Robert S .. The 2000 Annotated Competition Act (Searborough: Carswell, 1999). 

Rosenblatt, William; Trippe, William; and Mooney, Stephen. Digital Rights 
Management. Business and Technology (New York: M&T Books, 2002). 

Takach, George S .. Computer Law (Toronto: Irwin Law, 1998). 

Vaidhyanathan, Siva. Copyrights and Copywrongs. The Rise of Intellectual Property and 
How It Threatens Creativity (New York and London: New York University Press, 2001). 

Vaver, David. Intellectual Pro pert y Law: Copyright, Patents, Trade-Marks (Concord: 
Irwin Law, 1997). 

Vergote, Brecht G.W .. Migrating to the Web: the legal dimension of the e-travel 
revolution (Montreal: MeGill University, 2001). 

Whish, Richard. Competition Law, 4th ed. (London: Butterworths, 2001). 



Bibliography 

Collections of Essays 

Anderson, Robert D., "Intellectual Property Rights and the Competition Act: Different 
Perspectives on Welfare Maximization, Section C: Competition Policy and Intellectual 
Property Rights: Complementary Framework Policies for Innovation and Efficiency" in 
James B. Musgrove, ed., Competition Law for the 2rt Century (Juris Publishing, 
Canadian Bar Association, Competition Law Section, 1997 Annual Conference) at 367. 

vi 

Anderson, Robert D.; Feuer, Paul M.; Rivard, Brian A.; and Ronayne Mark F., 
"Intellectual Property Rights and International Market Segmentation in the North 
American Free Trade Area" in Robert D. Anderson and Nancy T. Gallini, ed., 
Competition PoUcy and Intellectual Property Rights in the Knowledge-Based Economy 
(Calgary: University of Calgary Press, 1998) at 397. 

Anderson, Robert D. and Gallini, Nancy T., "Competition Policy, Intellectual Property 
Rights, and Efficiency: An Introduction to the Issues" in Robert D. Anderson and Nancy 
T. Gallini, ed., Competition PoUcy and Intellectual Property Rights in the Knowledge­
Based Economy (Calgary: University of Calgary Press, 1998) at 1. 

Anderson, Robert D. and Gallini, Nancy T., "Summary and Conclusions" in Robert D. 
Anderson and Nancy T. Gallini, ed., Competition Policy and Intellectual Property Rights 
in the Knowledge-Based Economy (Calgary: University of Calgary Press, 1998) at 463. 

Baxter, William F. and Kessler, Daniel P., "The Law and Economics ofTying 
Arrangements: Lessons for the Competition Policy Treatment of Intellectual Property" in 
Robert D. Anderson and Nancy T. Gallini, ed., Competition Polïcy and Intelleetual 
Property Rights in the Knowledge-Based Economy (Calgary: University of Calgary Press, 
1998) at 137. 

Cameron, Donald M. and Scott, Iain e., "Intellectual Property Rights and the 
Competition Act: Different Perspectives on Welfare Maximization, Section A: 
Intellectual Property and Competition Law: When Worlds Collide" in James B. 
Musgrove, ed., Competition Law for the 2pt Century (Juris Publishing, Canadian Bar 
Association, Competition Law Section, 1997 Annual Conference) at 301. 

Church, Jeffrey and Ware, Roger, ''Network Industries, Intellectual Property Rights and 
Competition Policy" in Robert D. Anderson and Nancy T. Gallini, ed., Competition 
PoUcy and Intellectual Pro pert y Rights in the Knowledge-Based Economy (Calgary: 
University of Calgary Press, 1998) at 227. 

Corbet, Jan, "Copyright and Competition Law: Difficult Neighbours" in Jan J.e. Kabel 
and Gerard J .H.M. Mom, ed., Intellectual Property and Information Law. Essays in 
Honour of Herman Cohen Jehoram (The Hague, Boston: Kluwer Law International, 
1998) at 17. 



Bibliography 

Corley, Richard F.D., "The Competition Act and the Information Economy, Section A: 
The Competition Act and the Information Economy" in James B. Musgrove, ed., 
Competition Law for the 2Ft Century (Juris Publishing, Canadian Bar Association, 
Competition Law Section, 1997 Annual Conference) at 141. 

Davies, Gillian. "Technical Deviees as a Solution to Private Copying" in lrini A. 
Stamatoudi and Paul L.C. Torremans, ed., Copyright in the New Digital Environment: 
The Need to Redesign Copyright (London: Sweet & Maxwell Limited, 2000) at 163. 

vii 

Farrell, Joseph. "Comment" to the Essay of Jeffrey Chlirch and Roger Ware about 
'Network Industries, Intellectual Property Rights and Competition Policy' in Robert D. 
Anderson and Nancy T. Gallini, ed., Competition Policy and Intellectual Property Rights 
in the Knowledge-Based Economy (Calgary: University of Calgary Press, 1998) at 286. 

Gallini, Nancy T. and Trebilcock, Michael J., "Intellectual Property Rights and 
Competition Policy: A Framework for the Analysis ofEconomic and Legal Issues" in 
Robert D. Anderson and Nancy T. Gallini, ed., Competition Policy and Intellectual 
Property Rights in the Knowledge-Based Economy (Calgary: University of Calgary Press, 
1998) at 17. 

Geller, Paul Edward, "International InteUectual Property, Conflicts of Laws, and Internet 
Remedies" in Jan J.C. Kabel and Gerard J.H.M. Mom, ed., Intellectual Property and 
Information Law. Essays in Honour of Herman Cohen Jehoram (The Hague, Boston: 
Kluwer Law International, 1998) at 29. 

Gendreau, Y solde. "A Technologically Neutral Solution for the Internet: Is'It Wishful 
Thinking?" in Irini A. Stamatoudi and Paul L.e. Torremans, ed., Copyright in the New 
Digital Environment: The Need to Redesign Copyright (London: Sweet & Maxwell 
Limited, 2000) at 1. 

Gotzen, Frank, "Harrnonization of Copyright in the European Union" in Jan J.C. Kabel 
and Gerard J.H.M. Mom, ed., Intellectual Property and Information Law. Essays in 
Honour of Herman Cohen Jehoram (The Hague, Boston: Kluwer Law International, 
1998) at 157. 

Grover, Warren, "Intellectual Property Rights and the Competition Act: Different 
Perspectives on Welfare Maximization, Section B: InteUectual Property and Canadian 
Competition Law" in James B. Musgrove, ed., Competition Law for the 2Ft Century 
(Juris Publishing, Canadian Bar Association, Competition Law Section, 1997 Annual 
Conference) at 353. 

Heinemann, Andreas, "Antitrust Law of Intellectual Property in the TRIPs Agreements of 
the World Trade Organization" in Friedrich-Karl Beier and Gerhard Schricker, ed., From 
GATT to TRIPs - The Agreement on Trade-Related Aspects of Intellectual Property 
Rights (Max Planck Institute for Foreign and International Patent, Copyright and 
Competition Law, Munich; Weinheim and New York: VCH, 1996) at 239. 



Bibliography viii 

Hugenholtz, P. Bernt, "Implementing the European Database Directive" in Jan J.e. Kabel 
and Gerard J.H.M. Mom, 00., Intelleetual Pro pert y and Information Law. Essays in 
Honour of Herman Cohen Jehoram (The Hague, Boston: Kluwer Law International, 
1998) at 183. 

Jorde, Thomas M., "The Competition Act and the Information Economy, Section B: 
Antitrust and the Information Economy: A United States Perspective" in James B. 
Musgrove, ed., Competition Law for the 2rt Century (Juris Publisrung, Canadian Bar 
Association, Competition Law Section, 1997 Annual Conference) at 187. 

Kamell, Gunnar W.G., "European Originality: A Copyright Chimera" in Jan J.e. Kabel 
and Gerard J.H.M. Mom, ed., Intellectual Property and Information Law. Essays in 
Honour of Herman Cohen Jehoram (The Hague, Boston: Kluwer Law International, 
1998) at 201. 

Katzenberger, Paul, "TRIPs and Copyright Law" in Friedrich-Karl Beier and Gerhard 
Schricker, ed., From GATT to TRIPs - The Agreement on Trade-Related Aspects of 
Intellectual Property Rights (Max Planck Instijute for Foreign and International Patent, 
Copyright and Competition Law, Munich; Weinheim and New York: VCH, 1996) at 59. 

Koumantos, Georges, "Reflections on the Concept of Intellectual Property" in Jan J.C. 
Kabel and Gerard J.H.M. Mom, ed., Intelleetual Property and Information Law. Essays in 
Honour of Herman Cohen Jehoram (The Hague, Boston: Kluwer Law International, 
1998) at 39. 

Lai, Stanley, "The Role of Computer Software Copyright in Relation to New Media" in 
Irini A. Stamatoudi and Paul L.C. Torremans, ed., Copyright in the New Digital 
Environment: The Need to Redesign Copyright (London: Sweet & Maxwell Limited, 
2000) at 75. 

McFetridge, Donald G., "Intellectual Property, Technology Diffusion, and Growth in the 
Canadian Economy" in Robert D. Anderson and Nancy T. Gallini, ed., Competition 
Policy and Intellectual Property Rights in the Knowledge-Based Economy (Calgary: 
University of Calgary Press, 1998) at 65. 

McFetridge, Donald G., Comments made at: "Roundtable Discussion on Competition 
Policy, Intellectual Property and Innovation Markets" in Robert D. Anderson and Nancy 
T. Gallini, ed., Competition Policy and Intellectual Property Rights in the Knowledge­
Based Ecollomy (Calgary: University of Calgary Press, 1998) at 447. 

Nordemann, Wilhelm, "Towards a Basic International Regime of Copyright Contracts" in 
Jan J.C. Kabel and Gerard J.H.M. Mom, ed., Intellectual Property and Information Law. 
Essays in Honour of Herman Cohen Jehoram (The Hague, Boston: Kluwer Law 
International, 1998) at 217. 



Bibliography IX 

Rey, Patrick and Winter, Ralph A., "Exclusivity Restrictions and Intellectual Property" in 
Robert D. Anderson and Nancy T. Gallini, ed., Competition PoUcy and Intellectual 
Property Rights in the Knowledge-Based Economy (Calgary: University of Calgary Press, 
1998) at 159. 

"Roundtable Discussion on Competition Policy, Intellectual Property and Innovation 
Markets" in Robert D. Anderson and Nancy T. Gallini, ed., Competition Policy and 
Intellectual Property Rights in the Knowledge-Based Economy (Calgary: University of 
Calgary Press, 1998) at 447. 

Schuijt, G~rard A.!., "Information Law: From Concentric Circles Theory to Pimple 
Theory" in Jan J.e. Kabel and Gerard J.H.M. Mom, ed., Intellectual Property and 
Information Law. Essays in Honour of Herman Cohen Jehoram (The Hague, Boston: 
Kluwer Law International, 1998) at 323. 

Schwartz, Marius. Comments made at: "Roundtable Discussion on Competition Policy, 
Intellectual Property and Innovation Markets" in Robert D. Anderson and Nancy T. 
Gallini, ed., Competition PoUcy and Intellectual Property Rights in the Knowledge-Based 
Economy (Calgary: University of Calgary Press, 1998) at 447. 

Scotchmer, Suzanne, "R&D Joint Ventures and other Cooperative Arrangements" in 
Robert D. Anderson and Nancy T. Gallini, ed., Competition Policy and Intellectual 
Property Rights in the Knowledge-Based Economy (Calgary: University of Calgary Press, 
1998) at 203. 

Spearing, Nicholas, "The Future of International Antitrust: The 21 st Century Belongs to 
the World, Section C: Convergence, Divergence and Cooperation: Some Thoughts on the 
European Experience" in James B. Musgrove, ed., Competition Law for the 2ist Century 
(Juris Publismng, Canadian Bar Association, Competition Law Section, 1997 Annual 
Conference) at 457. 

Tom, Willard K. and Newberg, Joshua A., "U.S. Enforcement Approaches to the 
Antitrust-Intellectual Property Interface" in Robert D. Anderson and Nancy T. Gallini, 
ed., Competition PoUcy and Intellectual Property Rights in the Knowledge-Based 
Economy (Calgary: University of Calgary Press, 1998) at 343. 

Journal Articles 

Abramson, Bruce. "Promoting Innovation in the Software Industry: A First Princip les 
Approach to Intellectual Property Reform" (2002) 8 Boston University Journal of Science 
and Technology Law at 75. 

Acuna-Quiroga, Carlos. "Predatory Innovation: A Step Beyond? (Understanding 
Competition in High-technology Markets)" (2001) 15 International Review of Law 
Computers & Technology at 7. 



Bibliography 

Bodrug, John D .. "Competition Law, Recent Developments of Importance" Lexpert 
Articles on Recent Legal Developments, Canadian Legal Lexpert Directory 2001, 
LEXDI2001-15. 

Epstein, Richard. "Monopoly Is Bad, Trustbusting Can Be Worse" (1998) Wall Street 
Journal at A14. 

Hamla, Sunny. "A Review ofCanada's International Copyright Obligations" (1997) 42 
McGill Law Journal at 961. 

Hovenkamp, Herbert. "Symposium: Intellectual Property Rights and Federal Antitrust 
Policy; Introduction" (1999) 24 Iowa Journal of Corporation Law at 477. 

Lendon, H. Maura. "The Linux Revolution" (2001) 15 Intellectual Property Journal at 
143. 

Lemley, Mark A. "Symposium: Beyond Preemption: The Law and Policy of Intellectual 
Property Licensing" (1999) 87 Califomia Law Review at 111. 

Lopatka, John E. and Page, William H .. "Monopolization, Innovation, and Consumer 
Welfare" (2001) 69 George Washington Law Review at 367. 

x 

Mackaay, Ejan. "Economie Incentives in Markets for Information and Innovation" (1990) 
l3 Harvard Journal of Law & Public Policy 3 at 867. 

MaeOdrum, Donald H .. "Intelleetual Property, Recent Developments of Importance" 
Lexpert Articles on Recent Legal Developments, Canadian Legal Lexpert Directory 2001, 
LEXD/2001-31. 

MacOdrum, Donald H .. "Litigation - Intellectual Property, Recent Developments of 
Importance" Lexpert Articles on Recent Legal Developments, Canadian Legal Lexpert 
Directory 2000, LEXD/2000-38. 

McGowan, David. "Symposium: Networks and Intention in Antitrust and Intellectual 
Property" (1999) 24 University oflowa Journal of Corporation Law at 485. 

Morrow, David. "Litigation - Intellectual Property, Recent Developments of Importance" 
Lexpert Articles on Recent Legal Developments, Canadian Legal Lexpert Directory 2001, 
LEXD/200l-41. 

Opi, Sergio Baches. "The Application ofthe Essential Facilities Doctrine to Intellectual 
Property Licensing in the European Union and the United States: Are Intellectual 
Property Rights Still Sacrosanct?" (2001) Il Fordham Intellectual Property, Media & 
Entertainment Law Journal at 409. 

Patterson, Mark R .. "When is Property Intellectual? The Leveraging Problem" (2000) 73 
Southern California Law Review at 1133. 



Bibliography 

Piropato, Marissa A. "Open Access and the Essential Facilities Doctrine: Promoting 
Competition and Innovation" (2000) 2000 The University of Chicago Legal Forum at 
369. 

xi 

Pitofsky, Robert. "Symposium beyond Microsoft: Antitrust, Technology, and Intellectual 
Property: Keynote Address Antitrust and Intellectual Property: Unresolved Issues at the 
Heart ofthe New Economy" (2001) 16 Berkeley Technology Law Journal at 535. 

Robinson, David W .. "Fault Lines in the Law: Survey of the Courts' Attempt to Grapple 
with Antitrust Issues in the High Technology Industry" (2000) 33 Suffolk University Law 
Review at 387. 

Rogers, Douglas L.. "Give the Smaller Players a Chance: Shaping the Digital Economy 
through Antitrust and Copyright Law" (2001) 5 Marquette Intellectual Property Law 
Review at 13. 

Shelanski, Howard A. and Sidak, J. Gregory. "Antitrust Divestiture in Network 
Industries" (2001) 68 University of Chicago Law Review at 1. 

Soma, John T. and Davis, Kevin B.. "Network Effects in Technology Markets: Applying 
the Lessons of Intel and Microsoft to Future Clashes Between Antitrust and Intellectual 
Property" (2000) 8 Journal of Intellectual Property Law Association at 1. 

Sommer, Joseph H .. "Against Cyberlaw" (2000) 15 Berkeley Technology Law Journal at 
1145. 

Sullivan, Lawrence A .. "Antitrust: New Economy, New Regime Second Annual 
Symposium of the Ameriean Antitrust Institute: Is Competition Pohey Possible in High 
Teehmarkets?: An Inquiry into Antitrust, Intelleetual Property, and Broadband Regulation 
as Applied to 'The New Eeonomy'" (2001) 52 Case Western Reserve Law Review at 41. 

Wagner, Dana R.. "The Keepers ofthe Gates: Intellectual Property, Antitrust, and the 
Regulatory Implications of Systems Technology" (2000) 51 Hastings Law Journal at 
1073. 

Walker, Sandy. "Competition Bureau wades into intellectual property debate: Canada's 
watchdog sees its guidelines as means ofreducing uneertainty in business community." 
(1999) 25 Computing Canada at Il. 



Bibliography xii 

Government Documents 

Canada 

Commission Evaluation Report on the Transfer of Technology Block ~xemption 
Regulation No. 240/96, Technology Transfer Agreements under Article 81, COM(2001) 
786 final (Brussels: Commission ofthe European Communities, December 20, 2001) 
online: <http://europa.eu.int/eur-lex/en/comlrpt/2001lcom2001_0786enOl.pdf>, 
(accessed: February 26,2002). 

Competition Bureau, Backgrounder to Private Access to the Competition Tribunal 
online: <http://strategis.ic.gc.cafSSG/ct02393e.html> 
(accessed: August 6,2002). 

Competition Bureau Intellectual Property Enforcement Guidelines as ofSeptember 21, 
2000 
online: <http://strategis.ic.gc.cafSSG/ct01992e.html> 
(accessed: February 10,2002). 

Speaking Notes by Konrad von Finckenstein, Q.c., Director of Investigation and 
Research, Competition Bureau, to the Canadian Bar Association, Competition Law 
Section Annual Meeting, September 25, 1998 
ontine: < http://strategis.ic.gc.cafSSG/ct01316e.html> 
(accessed: July 28,2002). 

Speaking Notes for an address by Konrad von Finckenstein, Q.C., Commissioner of 
Competition, Competition Bureau, to the Canadian Bar Association, Competition Law 
Section Annual Meeting, Ottawa, September 30, 1999 
online: < http://strategis.ic.gc.cafSSG/ct01616e.html> 
(accessed: July 28,2002). 

United States 

Antitrust and Intellectual Property in the Year 2000, Remarks of Commissioner Mary L. 
Azcuenaga, Federal Trade Commission, Before the American Intellectual Property Law 
Association, January 24, 1996 
online: < http://www.ftc.gov/speeches/azcuenagafintelp.htm> 
(accessed: August 12, 2002). 

Federal Trade Commission, In the Matter of Dell Computer Corp., Proposed Consent 
Order to Cease and Desist, FTC File No. 931-0097 (2 November 1995). 



Bibliography xiii 

D. INTERNATIONAL MATE RIALS 

Treaties 

Agreement on Trade-Related Aspects of InteHectlial Property Rights (TRIPs), Annex 1 C 
to the World Trade Organization Agreement, 15 April 1994, 
LTfURlA-1CIIP/1. 

Berne Convention for the Protection of Literary and Artistic Works, 9 September 1886, as 
revised, CTS 1948/22 
online: < http://www.wipo.int/cleaidocs/enlwo/wo001en.htm> 
(date accessed: July 10, 2002). 

Canada-United States Free Trade Agreement (F.T.A.), 22. December 1987, Can T.S. 
1989 No. 3, reprinted in 27 I.L.M. 281. 

Final Act Embodying the Results of the Uruguay Round of Multilateral Trade 
Negotiations - Agreement Establishing the World Trade Organization (WTO), 
15 April 1994, LTfURlAl1. 

International Convention for the Protection ofPerformers, Producers ofPhonograms and 
Broadcasting Organisations (1961), done at Rome on 
26 October 1961, UNTS 496/43 
online: < http://www.wipo.int/cleaidocs/enlwo/wo024en.htm> 
(date accessed: July 10, 2002). 

North American Free Trade Agreement Between the Govemment of Canada, the 
Govemment of the United Mexican States and the Govemment of the United States of 
America (N.A.F.T.A.), 17 December 1992, 32 I.L.M. 289. 

Paris Convention for the Protection of Industrial Property, 20 March 1883, as revised, 
CTS 1928/3 
ontine: < http://www.wipo.int/c1ealdocs/enlwo/wo020en.htm> 
(date accessed: July 10, 2002). 

Univers al Copyright Convention, 6 September 1952, as revised, UNTS 216/132, T.I.A.S. 
3324. 

WIPO Copyright Treaty (adopted in Geneva on December 20, 1996) 
online: < http://www.wipo.int/c1ealdocs/enlwo/wo033en.htm> 
(date accessed: July 10, 2002). 

WIPO Performanèes and Phonograms Treaty (adopted in Geneva on December 20, 1996) 
online: < http://www.wipo.intlc1ealdocs/en/wo/wo034en.htm> 
(date accessed: July 10,2002). 



Bibliography xiv 

E. ELECTRONIC MEDIA 

Internet 

Davies, Ward & Beek LLP. Submission to the Commissioner of Competition on the Draft 
Enforeement Guidelines on the Abuse of Dominanee Provisions 
online: <http://strategis.ie.ge.ealSSG/etOI995e.html> 
(aeeessed: July 28,2002). 

EUROPEAN COMMISSION DIRECTORATE-GENERAL N - COMPETITION The 
Direetor-GeneraL Letter to the Competition Bureau: 'Draft Intellectual Property 
Enforeement Guidelines' 
online: <http://strategis.ie.ge.ealSSG/et01623e.html> 
(aceessed: February 10,2002). 

Handa, Sunny. Letter to the Competition Bureau: 'Comments Regarding Intellectual 
Property Enforeement Guidelines (Draft of June 11, 1999)' 
online: <http://strategis.ic.gc.calSSG/ctOI571e.html> 
(aceessed: February 10,2002). 

Information Technology Association of Canada. Comments on "Draft" Intellectual 
Property Enforeement Guidelines. Released by the Competition Bureau, Industry 
Canada, on April 18, 2000 
online: 
<http://www.itac.calclientlITAC/ITAC_UW _MainEngine.nsf/cdObbbe7b8237ele852564 
82005b6998/fl91d562a630b5e48525691fD058dc27!OpenDocument> (accessed: July 17, 
2002). 

Microsoft Canada Co .. Letter to the Competition Bureau: 'Comments Coneerning Draft 
Intellectual Property Enforeement Guidelines " September 7, 1999 
ontine: <http://strategis.ic.gc.calSSG/ct01576e.html> 
(accessed: February 10,2002). 

Nortel Networks Corporation. Letter to the Competition Bureau: 'Intellectual Property 
Enforeement Guidelines " August Il, 1999 
online: <http://strategis,ic.gc.calSSG/ct01625e.html> 
(accessed: February 10,2002). 

OsIer, Hoskin & Harcourt LLP. Submission on Draft Enforeement Guidelines on Abuse of 
Dominant Position 
online: < http://strategis.ic.gc.calSSG/ct01996e.html> 
(accessed: July 28, 2002). 



Bibliography 

Rosenthal, David "Herausforderungen an ein Urheberrecht fur das digitale Zeitalter", 
Jusletter 19. Februar 2001, online: 
<http://www.weblaw.chljusletter/ Artikel.jsp? ArticleNr=97 5 &Language= 1 &Id=nuU> 
(accessed: July 26, 2002). 

Unilever, Letter to the Competition Bureau: 'Intellectual Property Enforeement 
Guidelines (the "Guidelines")', September 16, 1999 
online: <http://strategis.ic.gc.calSSG/ctO 1634e.html> 
(accessed: February 10,2002). 

xv 


