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My basic contention is that courts have been 9ivin9 

plaintiffs tort and property riehts in intaneibles without 

any 9reater justification tt1an that those persons had 

Thus Dow Jones, Inc~, is ena-

bled to prevent a board of trade ·from makin9 the Dow Jones 

averase the reference base of a commodities futures 

contract, and Johnny Carson is enabled ta prevent a 

businessman fr(Jm usin9 the phrase ''Here's Johnr1y'' to sell 

portable toilets. From the serious to the silly, restric-

tions on the free use of intan9ibles are 9rowin9 ever more 

frec:1u<~1nt .. Since we all build on the shoulders of our pre-

decessors and each other, I view this trend as quite 

no·t self-limiting arid, taken to its lo9ical extreme, would 

create in place of our current society an accountant?s 

nightmare of payments and debits~ So some lines have t □ 

be dt•awn~ some limitations placed on the principle1 if it 

is to be retair1ed at all~lln examinin9 how to draw those 

l. Of course1 this principle need not be retainedu 
(Footnote continued) 
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use microeconomics to clarify the social c::t1oic::en Thc:,t j,si., 

society t1as to choose between optinial incentives to the 

:t (cont inur~d) 
j usti.c::E1 whDr::>c-::~ ~~uicl:i.nH tf.0net1::M) were 11 frc)m E)ach ac:cc:1rdin~.~ ttJ hii::1 
i::\bility i?:\11tl tt) 1:-:!ac::h 2\cc:ordin~J to his 111~)E•1d11 wDulcl nc>t·, fc:>r 
example, feel any a priori need to retain in their legal 
system a deference to creatorsu But there are many facets oi: 
our society which, by contrast, favor the retention of suc::t1 a 
principle: desires for autonomy and privacy! a feeling by 
many that the society should give them a nat benefit if 
society is to continue to met~it their support; a need for 
money or property in a system which has incomplete social 
welfare services and a pervasive discrimination based on 
wealth (ided., money as property as safety); in a system of 
free market economics, optimal incentives mi9ht demand that a 
pE:)rson be ass:i.Hnr~d ;all valuE;<•, etc .. (G!uE:iry the lr..-\c.:1t: n1~ed thf.•:1 
person be the creator? Need it be exclusive? Is the fear 
that effort will ba duplicated?) Of course, many of thasa 
are self-reinforcina (in a society where needs are not met by 
tha community, individuals will fear giving up their property 
to tha community to help naady parsons lest, when tha 
charitable ones' time came to be needy1 they have neither 
their own savin9s r1or their community to depend on .. 
The basic notion seems to be this1 at least in my mind: Y□ LJ 
can take a lot from ma, but not what I've made with my two 
hands. I faal entitled to that, and will fight to kaap it. 
(As Calabresi or someone once wrote, the respect for property 
may be9in because, 9iven human nature, it's so costly to 
disrespect itn Mi9ht indeed does make right, at least in 
!::>Clrnt.~ 11.:;ensE•.,) It may br~ th:is notion wh:i.ch ~JiVf·~f:i to 11 clt.~.c.:31:~rt

11 

theories their utilitarian force: if people feel entitled to 
£;ornett·lin~~., it wi 11 b~::::-cos-:i.t ly to te.-\kt~ :i.t frDm thf~rn~ It rn{.":\Y b0;1 
cheaper to reco9r1:i.ze their claim to entitlement and en·tice 
social payments from tt1em in other mannersn 
In €:\ny t~ve-:,nt ., t hE.~ nrJt i. an o-f II I mr1cle 1 t, j, t '.C.:3 m 1 ne" can be 
undarminad by pointing out that the parson made tha thine 
with materials at hand1 which he had not himself created., 
(Perhaps the cultural insistence Dn a Creator1 and I do not 
mean to be blasphemous, has to do with instilling in us a 
sense of humility arid thanks~ and a willingness to contribute 
to the community which., after all~ has as 9reat a non-claim 
ta our bu:i.ldin9 materials as we don) This is essentially the 
process of askir19~ did you make it~ and re9uires some in9uiry 
into the meaning of creation. Buch an in9uiry mi9ht ba 
necessary even if one did accept the basic notion of 
(~Jnt :Lt lem(0Jnt,, 



producers of ir1tan9ibles (that is, encoura9in9 them and 

persons like them to pl'' □ duce more new intan9ibles) and 

optimal use by ether members of society (tha·t is, 

encoura9in9 users to produce inr1ovative or useful thin9s 

by means of the intan9ibles") In makine that inquiry, 

microeconomics car1 perhaps su99est areas in which 9ivin9 

property ri9hts would 9enerate excessive incentives" 

Entertainers, for example, would probably do what they do 

even if they had no ri9hts of publicity enabline them to 

est a royalty payment whenever a poster baarine their 

faces was sold~ 

While I was in the course of makin9 the above ar9u-

ment, Bob Pitofsky raised an interesting 9uestionh Assume 

an industry like the record industry is seekin9 to expand 

its property ri9hts, as by restrainin9 the rental of 

records for home tapers" Would it make a difference to 

you, he asked, if the returns on investment in that 

industry ware remarkably hi9h? My reply at the time was 

that yes, I would tJe more inclined to refuse to extend 

property ri9hts where the receipts were already unusually 

hi9h7 presuming barriers to entry kept 900d quality 

outsiders from capitalizin9 on this excess~ While ha 

seemed t6 accept this answer at the time, it raised 

another set of problems in my mind: Are there not 

si9nificant issues of judicial process, and, potentially, 

of equity, in makine the standards so flexible? If the 

award of property ri9hts varies f1~om industry to industry 
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net in a way generalizable from the dispute between the 

parties, arer1't we askin9 for trouble? 

]. . f'rt>Df 

2.. 1~~e)rnecl i t:1£:1 

::..,;.. E9uity .. 

Bob's question raises a more 9eneral 9uestion: 

is it proper, and when improper, to let a court use its 

sense of reasonableness to decide what should be permitted 

and what prohibited. First, of course, we are more cam-

fcrtable with such a delegation if the court• ■ authority 

is at least clearly demarked by substantive boundarieso 

For e~H·:\rnple, thf=1 °rule nf rf:1ason 11 :Ln c:,nt i.trust law is:J 

bounded by the antitrust laws» (Sherman One, if I remember 

correctly.) 

trieeered only by fairly recognizable criteria- most pro

minently, the noncommercial character of the contested 

useu It will therefore be necessary to decide whether the 

11 protec:tion c)•f intant:Jib1E-Hi5 11 :l.s <::\ narrow r:sinDUt:'.Jh i:1rea tc1 

permit the courts sucti discretiono 

Second, not only must the area of discretion be 

narrow and clearly circumscribed1 but also the nature of 

the criteria guiding th■ courts in their ■■arch for 

reasonableness must be clearu While not perhaps capable 

of bein9 reduced to a formula, the various policy concerns 

must be articuable, so that the courts' exercise □ ·F power 

can be monitored and corrections (in the substantive case-



law rules or in personnel) can be accomplished if neces

saryn If the concerns are not articulable, then the 

propriety of jtJdicial involvement will need t<J be 

questioned, both by means of analyzin9 those areas of law 

in which courts are (or are not) 9iven this discretion, 

and by theoretical analysis of the role of courts~ 

It is possible that the various substantive mic1na•

ecanomic criteria I t1ave outlined are sufficiently arti

culable an1j thus fulfill this function1 with two caveats: 

First1 the microeconomic creiteria may not describe the 

full sat of applicable policias. Second, no matter how 

clear it may be that maximization of value is the 9overr1-

in9 value~ and no matter how clear the roles played by 

various intermediate mar·ket or le9al strate9ies in achiev

ing that goal, a difficult trada-off will still hava to ba 

mads: incentive ta the initial creator as a9ainst incen-

tives tc) usersu I still have not dacided whathar I think 

this question can be answered by empirical investi9atian" 

Even if theoretically there mi9ht be an answer to ''which 

paint on the balance gives an optimum mixture of the two 

types of incentives,'' I suspect that in the majority of 

cas8s the empir·ical data and research will be lacking" 

Theref □re1 it will be necessar·y to be 9uite careful in 

assessing whether, should a nonarticulable tradeoff be 

necessary, the courts are the orsan of 9avernment best 

suited to maka it. 

Third, even if the boundaries are clearly dr•awn and 
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narrow, and even if the policies are articulable, there is 

ar1other challen9e to be met" Persons making creative 

arid/or business decisions must be able to 1Jnderstand, 

anticipate~ and inte9rate into their behavior and deci

sions the choices that the courts will make" 2 In order 

for this inte9ration into decision-makin9 to be meanin9-

ful, the criteria w~1ich the courts use must be either ir1 

th■ control of th■ affected parties, or known by them so 

that they will know how to adapt the circumstances which 

are within their control accordingly, 

There may be a last constraint on reasonableness 

in9uiri ■■, having to do with fairness or ■9uity, which I 

find hard to articulate. The following will try to ■xa-

mine the sense I have that something seems to be wrong 

with a system which would condition th■ prot ■ctability of 

intangibles on the 9eneral market struct1Jre pre~ailins in 

an industry (the Pitofsky su99estion)u 

lu Obviously1 my '1 fair 1Jse 11 article su99ests I have 

2 Why? BecaLJse as re the creator~ the key is to generate 
incentive■ not for th■ party that day before the court (for, 
after all, he has already created the desired thins>, but 
rather to 9enerate incentives for potential creators in the 
future" Such persons will react correctly to those 
incentives only i·f they tJnderstand, ab ante, wt1at rewards 
they can anticipate ·From the activity~ Similarly, as re tt,e 
u■ar(s), they will not take advantage of socially desirable 
''·free use'' i·F they think they will have to respond in court, 
but instead will bargain and pay for· (and thus use less of) 
th■ intangible. For an area of law which is explicitly 
cc)ncerned with incentives, maintainin9 some de9ree of 
predictability is cr1Jcial" 
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no trouble with the 9eneral prapositi □n1 as a 9eneral pro

positior11 that protectability may sometimes be hin9ed on 

market strt1cture .. That was p1~ecisely my thesis re9ardin9 

fiair usm. So wt,at's the trouble? 

2. I think the trouble has to do with crcss-breedine 

The Pitofsky example called up the ima9e 

cf an industry which has hieh barriers to entry !which 

are not so hi9h as to be independently actionable under 

the antitrust laws1 or which at least have not been acted 

on in an antitrust suit) and an unusually hi9h rettJrn on 

investment1 beins denied payment (if it is a first 

creator) or being denied free use (if it is a user)1 just 

because of these other factors which are not tt1emselves 

evils .. Bo: 

(a) What's wrong with usin9 an in9uiry about 

market rates of return and the likelihood of those rates 

functicnine in an optimally efficient fashion when 

addressin9 protectability of thin9s for which incentive 

needs are being clain1ed? Is it that I, alor19 with the 

''desrart'' prc>pE~rty thf:?ori~5tS·1 fec➔ l th,::1.t th€-? ownci!Jilj,ty o-f 

property should be decided a priori, or1 at least1 wit~1out 

reference to surroundin9 structures over which the 

pct(e>nt:i . .al owner hacJ no ce>ntrcil or-, :i.f l·H= had control, for 

which he st,ould be ptJnished only in kind? ( Is thE~ rE?ason 

for my reluctar,ce a fear of overkill? Many unpredictable 

thin9s can flow from a market barrier1 particular·ly one 

which is not actionable in itself~> 
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(b) Is there a difference in the tests we would 

use in treatin9 first creators as opposed to L1sers? Is 

thE~rt:~ anythinz.J to th<i~ ' 1 pe1·"'son,::1l ity'' t\11d 
11 pr].vacy' 1 thE~cirie:?-1:; 

whicti recur in this area/ Consider, for example, moral 

ri9hts: althouah federal law has no explicit concern for 

moral ri9hts? many moral ri9hts interests find expression 

in th<·~' c:opyrj.{jht law,,~ h :ls th;~,t met·•f.~ly c:oincicleff1cef? 

(c) I!s there) a 1~1c-?nse of faj.rnes!~J <::\t :l!::>suE:i·, 

after all? In the capyri9ht example, do we not sometimes 

the plaintiff owner/creators.) Nevertheless, I have some 

sense that it doesr,~t seem fair to deny someone protection 

or grant free use just because of factors which are 

unrelated to the specific acts in 9uestion- or, what is 

more strikin91 unrelated to ar1y acts of the specific 

clf?frin dant., 

·rhis may have somethir19 in common with tt,e 

complaint of thc)st~ pf;:,r~:InnS:; oppDs;.ecl to the 11 cDrop;;:1.r,;;\bl1-::~ 

worth '1 b1::\tt lf?!S now l::>E~:i.n9 Wi::\tJ0~c1:: the real world is some-

what arbitrary, and it may be impossible to even it all 

out, and destructive even to trya The rules (such a view 

mi9ht areual should be set in advance, and than lat 

everyone play from themu Those who set an advance should 

spurs the competitors on, and so on" That su99ests~ in 

·-·l:1··· 



turn, that if protection is ta be denied because of market 

structure, and if injury is catJsed thereby (this latter1 

important caveat maybe savir19 my copyri9ht system from 

bein9 covered by this new rule)3 then the market structure 

should itself be prohibited by the antitrust laws if it is 

to be relevantK4 Ar·e we back to saying it all must be a 

the old questions about whether courts should be free to 

\:IDC)c:I? II 

There's somethin9 else that teasins in tiere~ but 

~.5 Df C:C)LW'Sf.·!1 WE~ may j u1.:;;.t 9(;0t j,nto thii' wholE-) 11cj,rc:ular inj ury 11 

ar9ument a9ain here, leading us to ask~ wt1en should property 
ri9hts be given so that refusals to hor1or them are injury? 

LI, I1::> thir.;; Hny ciif·f(:~!r0?nt from l.:!Jc\yj_ntJ tht:.it 11 no prcitect:lon 11 or 11 nCJ 
free use 11 may sometimes be a punist1ment for antitrust abuse? 
Cfn 1 the copyright misuse 9uestionu 


