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I. INTRODUCTION

TABLE 1-1

Principal Modes of Legal Protection for Intellectual Work




Trade secret
Patent
Copyright
Trademark/dress







Underlying Theory
Freedom of contract; protection against unfair means of competition.
Limited monopoly to encourage production of utilitarian works in exchange for immediate disclosure and ultimate enrichment of the public domain.
Limited (although relatively long-lived) monopoly to encourage the authorship of expressive works; developed initially as a means of promoting publishing.
Perpetual protection for distinctive nonfunctional names and dress in order to improve the quality of information in the marketplace.







Source of Law
State statute (e.g., Uniform Trade Secrets Act); common law.
Patent Act (federal).
Copyright Act (federal); common law (limited).
Lanham Act (federal); common law (unfair competition).







Subject Matter
Formula, pattern, compilation, program, device, method, technique, process.
Process, machine, manufacture, or composition of matter; plants (asexually reproducing); designs – excluding: laws of nature, natural substances, business methods, printed matter (forms), mental steps.
Literary, musical, choreographic, dramatic and artistic works limited by idea/expression dichotomy (no protection for ideas, systems, methods, procedures); no protection for facts/research.
Trademarks; service marks; certification marks (e.g., Good Housekeeping); collective marks (e.g., Toy Manufacturers of America); trade dress (§ 43(a)); no protection for functional features, descriptive terms, geographic names (e.g., thermos).







Standard for Protection
Information not generally known or available; reasonable efforts to maintain secrecy; commercial value.
Novelty; non-obviousness; and utility (distinctiveness for plant patents; ornamentality for design patents).
Originality; authorship; fixation in a tangible medium.
Distinctiveness; secondary meaning (for descriptive and geographic marks); use in commerce (minimal); famous mark (for dilution cases).







Scope of Protection
Protection against misappropriation – acquisition by improper means or authorized disclosure.
Exclusive rights to make, use, sell innovation as limited by contribution to art; extends to “equivalents”.
Rights of performance, display, reproduction, derivative works.
Exclusive rights in U.S.; likelihood of confusion; false designation of origin (§ 43(a)); dilution (for famous marks).







Period of Protection
Until becomes public knowledge.
20 years from filing (utility); extensions up to 5 years for drugs, medical devices and additives; 14 years (design).
Life of author + 70 years; “works for hire”: minimum of 95 years after publication or 120 years after creation.
Perpetual, subject to abandonment.







Disclosure
Loss of protection (unless sub rosa).
Right to patent lost if inventor delays too long after publishing before filing application; full disclosure is required as part of application; notice of patent required for damages.
© notice and publication no longer required, but confer certain benefits.
® notice optional; establishes prima facie evidence of validity, constructive knowledge of registration, confers federal jurisdiction, becomes incontestable after 5 years of continuous use, authorizes treble damages and attorney fees, and right to bar imports bearing infringing mark.







Rights of Others
Independent discovery; reverse engineering.
Only if licensed; can request reexamination of patent by Patent and Trademark Office.
Fair use; compulsory licensing for musical compositions, cable TV, et al., independent creation.
Truthful reflection of source of product; fair and collateral use (e.g., comment).







Cost of Protection
Security expenses; personnel dissatisfaction; litigation costs.
Filing, issue, and maintenance fees; litigation costs.
None (protection attaches at fixation); publication requires notice; suit requires registration; litigation costs.
Registration search; marking product (optional – see above); litigation costs.







Licensing and Assignment
Discouraged by inherent nature of bargaining (seller wants guarantee before disclosure; buyer wants to know what is offered).
Encouraged by completeness of property rights, subject to antitrust constraints.
Assignor has termination right between 36th and 41st years (of notice given).
No naked licenses (owner must monitor licensee); no sales of trademark “in gross”.







Remedies
Civil suit for misappropriation; conversion, unjust enrichment, breach of contract; damages (potentially treble) and injunctive relief; criminal prosecution for theft.
Injunctive relief and damages (potentially treble); attorney fees (in exceptional cases).
Injunction against further infringement; destruction of infringing articles; damages (actual or profits); statutory ($200 - $100,000 damages within court’s discretion); attorney fees (within court’s discretion); criminal prosecution.
Injunction; accounting for profits; damages (potentially treble); attorney fees (in exceptional cases); seizure and destruction of infringing goods; criminal prosecution for trafficking in counterfeit goods or services.

II. TRADE SECRETS

A. INTRODUCTION AND OVERVIEW; SUBJECT MATTER

The Fifth Amendment to the U.S. Constitution protects private property against takings by the government without just compensation.

Tangible property, whether land or chattels, is composed of atoms, physical things that can occupy only one place at any given time.  This means that possession of a physical thing is necessarily “exclusive” – if I have it, you don’t.  Ideas, though, do not have this characteristic of excludability.  If I know a particular piece of information, and I tell it to you, you have not deprived me of it.  Rather, we both possess it.  The fact that the possession and use of ideas is largely “non-rivalrous” is critical to intellectual property theory, because it means that the traditional economic justification for tangible property does not fit intellectual property.

1. The Utilitarian/Economic Incentive Perspective

The Constitution expressly conditions the grant of power in the patent and copyright clause on a particular end, namely “to Promote the Progress of Science and useful Arts.” U.S. Const., art. 1, cl. 8.

In a private economy, individuals will not invest in invention or creation unless the expected return from doing so exceeds the cost of doing so – that is, unless they can reasonably expect to make a profit form the endeavor.  To profit from a new idea or work of authorship, the creator must be able either to sell it to others for a price or to put it to some use that provides her with a comparative advantage in a market.  But ideas (and writings, for that matters) are notoriously hard to control.  Competitors may steal the idea or learn of it from an ex-employee, they may be able to figure it out by watching the creator’s production process or they may discover it on their own or in the published literature.  Thus, the secrecy value of the idea will be irretrievably lost.

The creator who wants to sell her idea is in an even more difficult position.  Selling information requires disclosing it to others.  Information has the characteristics of what economists call a “public good” – it may be consumed by many people without depletion.  Information is not the only example of a public good.  

Economists generally offer lighthouses and national defense as examples of public goods.  It is virtually impossible to provide the benefits of either one only to paying clients.  As a result it would be inefficient to exclude nonpayers from using the good, since consumption of this good is “non-rivalrous” (meaning that everyone can benefit from it once it is produced).

In economic terms, intellectual property rights prevent competition in the sale of the particular work or invention covered by those rights.  A fundamental principle of our economic system is the proposition that free market competition will ensure an efficient allocation of resources, absent market failures.

The key to economic efficiency lies in balancing the social benefit of providing economic incentives for creation and the social costs of limiting the diffusion of knowledge.

2. Uniform Trade Secrets Act, with 1985 Amendments.

§ 1. Definitions.

As used in this [Act], unless the context requires otherwise:

(1)
“Improper means” includes theft, bribery, misrepresentation, breach or inducement of a breach of a duty to maintain secrecy, or espionage through electronic or other means;

(2)
“Misappropriation” means: 

(i)
acquisition of a trade secret of another by a person who knows or has reason to know that the trade secret was acquired by improper means; or 

(ii)
disclosure or use of a trade secret of another without express or implied consent by a person who

(A)
used improper means to acquire knowledge of the trade secret; or

(B)
at the time of disclosure or use, knew or had reason to know that his knowledge of the trade secret was

(I)
derived from or through a person who had utilized improper means to acquire it;

(II)
acquired under circumstances giving rise to a duty to maintain its secrecy or limit its use; or

(III)
derived from or through a person who owed a duty to the person seeking relief to maintain its secrecy or limit its use; or

(C)
before a material change of his [or her] position, knew or had reason to know that it was a trade secret and that knowledge of it had been acquired by accident or mistake…

(4)
“Trade secret” means information including a formula, pattern, compilation, program, device, method, technique, or process, that:

(i)
derives independent economic value, actual or potential from not being generally known to, and not being readily ascertainable by proper means by, other persons who can obtain economic value from its disclosure or use, and

(ii)
is the subject of efforts that are reasonable under the circumstances to maintain its secrecy.

B. REASONABLE EFFORTS; DISCLOSURE; MISAPPROPRIATION

1. Metallurigical Industries Inc. v. Fourtek, Inc., 790 F.2d 1195 (1986).  p.38.

Business engaged in reclaiming tungsten carbide brought suit for misappropriation of trade secrets, alleging that defendants misappropriated modifications that it made to two zinc recovery furnaces used in the reclamation process. The United States District Court for the Northern District of Texas directed verdict for defendants, and plaintiff appealed. Appeal initially dismissed as interlocutory was reinstated. The Court of Appeals held that: (1) jury question was presented as to whether the modifications constituted trade secrets under Texas law; (2) whether a confidential relationship existed between plaintiff and one of the defendants was also question for jury; and (3) directed verdict was proper as to defendant which purchased furnace allegedly containing misappropriated modifications, since furnace was never put to commercial use.

Affirmed in part; reversed in part and remanded.

a. Notes

The trade secret analysis is two part:

1. Is there a trade secret in existence, i.e., secrecy & reasonable effort to sustain.

2. Has there been a misappropriation by the defendant.

Therm-A-Vac went into bankruptcy.  Employees formed Fourtek and used secrets passed by Metallurgical onto Therm-A-Vac for the purpose of creating the furnaces for zinc recovery.  The court relied on several measures of secrecy.  Expert testimony demonstrated that Metallurgical’s furnace specifications were not known outside of the business.  The court sought evidence of reasonable efforts to keep the secrets private.  The company must show that its subjective belief of secrecy was reasonable.  Finally, the company must show that the cost of developing the secret device or process imparted an economic advantage to the company over its competitors.  These things are seen as evidence of secrecy.

Fourtek examines disclosures of the secret.  In one instance, there was a European licensee and in another case, there was a domestic manufacturer of the furnaces.  The company neglected to have the recipients of the information sign a confidentiality agreement however the court reads the disclosures as limited nonetheless.

By limited disclosures, the court looks at economic interest that allow exploitation of the secret and whether there is a public benefit.  The court supports trade secrets in as much as there is a general fairness and equity premise, i.e. by the sweat of the brow.

2. Rockwell Graphic Systems, Inc. v. DEV Industries, Inc., 925 F.2d 174 (1991).  p.49.

Printing press manufacturer brought action against competitor and competitor's president for violation of Illinois trade secret law and violation of Racketeer Influenced and Corrupt Organizations Act (RICO) based on conspiracy to misappropriate trade secrets. The United States District Court entered summary judgment in favor of defendants, and manufacturer appealed. The Court of Appeals held that fact issue as to whether manufacturer took reasonable precautions to protect its trade secrets in its piece part drawings used to manufacture replacement parts precluded summary judgment.

Reversed and remanded.

If Rockwell expended only paltry resources on preventing its piece part drawings from falling into the hands of competitors such as DEV, why should the law, whose machinery is far from costless, bother to provide Rockwell with a remedy? The information contained in the drawings cannot have been worth much if Rockwell did not think it worthwhile to make serious efforts to keep the information secret.

The remedial significance of such efforts lies in the fact that if the plaintiff has allowed his trade secret to fall into the public domain, he would enjoy a windfall if permitted to recover damages merely because the defendant took the secret from him, rather than from the public domain as it could have done with impunity.

On the other hand, the more he spends, the higher his costs. The costs can be indirect as well as direct. The more Rockwell restricts access to its drawings, either by its engineers or by the vendors, the harder it will be for either group to do the work expected of it. Suppose Rockwell forbids any copying of its drawings. Then a team of engineers would have to share a single drawing, perhaps by passing it around or by working in the same room, huddled over the drawing. And how would a vendor be able to make a piece part--would Rockwell have to bring all that work in house? Such reconfigurations of patterns of work and production are far from costless; and therefore perfect security is not optimum security.

This is an important case because trade secret protection is an important part of intellectual property, a form of property that is of growing importance to the competitiveness of American industry. Patent protection is at once costly and temporary, and therefore cannot be regarded as a perfect substitute. If trade secrets are protected only if their owners take extravagant, productivity-impairing measures to maintain their secrecy, the incentive to invest resources in discovering more efficient methods of production will be reduced, and with it the amount of invention.

a. Notes

Rockwell exemplifies reasonable efforts to maintain secrecy.  Rockwell keeps safe, drawings of its printing press parts.  It does however permit employees and contractors to keep copies of the parts.  DEV's main argument is that Rockwell was impermissibly sloppy in its efforts to keep the piece part drawings secret.  DEV, whose president and principal is a former employee of Rockwell, uses the drawings to compete in the manufacturing of the parts as against Rockwell.

The court focuses on the reasonable efforts of Rockwell.  What is the economic cost-benefit of expending energies on protecting the secrets.  Justification focuses on the actions of defendants in terms of improper taking.  The actions of the plaintiff are expected to show that efforts were made to protect the secret.  This is an equitable doctrine so the court will not grant a remedy to a party who has shown little or no intention of protecting themselves.

Judging the reasonableness of the efforts under the circumstances is a matter for the jury to decide.  The jury may look to the industry standards, i.e., what is accepted practice, how much more would it cost to increase security.

Disclosures: (1) there are accidental disclosures by employees that are not protected by trade secrets; (2) there are government requirements for certain product categories – the disclosure of such secrets represents a government taking protected by the 5th amendment to the constitution.

b. Disclosure of Trade Secrets

It is axiomatic that public disclosure of a trade secret destroys the “secret,” and therefore ends protection forever.  Disclosure of a once-protected trade secret can occur in a number of ways:

· First, a trade secret owner may publish the secret.

· Second, a trade secret owner may in some cases disclose the secret by selling a commercial product that embodies the secret.

· Third, trade secrets may be publicly disclosed (through publication or the sale of a product).

· Fourth, trade secrets may be disclosed inadvertently (for example, by being left on a train or elsewhere in public view).

· Finally, government agencies sometimes require the disclosure of trade secrets by private parties in order to serve some other societal purpose.

3. E.I. duPont deNemours Co. v. Rolfe Christopher et al., 431 F.2d 1012 (1970), cert. denied, 400 U.S. 1024 (1971).  p.66.

Plaintiff brought suit alleging that defendants had wrongfully obtained photographs revealing plaintiff's trade secrets which they then sold to undisclosed third party and plaintiff asked for damages and temporary and permanent injunctions. The United States District Court denied defendants' motion to dismiss for failure to state claim, and defendants took interlocutory appeal. The Court of Appeals, Goldberg, Circuit Judge, held that aerial photography of plant construction would be under Texas law an 'improper means' of obtaining another's trade secret for which there would be a cause of action.

Decision affirmed and case remanded.

Christophers argue that for an appropriation of trade secrets to be wrongful there must be a trespass, other illegal conduct, or breach of a confidential relationship. We disagree.

It is true, as the Christophers assert, that the previous trade secret cases have contained one or more of these elements. However, we do not think that the Texas courts would limit the trade secret protection exclusively to these elements. On the contrary the Texas Supreme Court specifically adopted the rule found in the Restatement of Torts which provides:

'One who discloses or uses another's trade secret, without a privilege to do so, is liable to the other if (a) he discovered the secret by improper means, or (b) his disclosure or use constitutes a breach of confidence reposed in him by the other in disclosing the secret to him.'

Restatement of Torts § 757 (1939).

The question remaining, therefore, is whether aerial photography of plant construction is an improper means of obtaining another's trade secret. We conclude that it is and that the Texas courts would so hold. The Supreme Court of that state has declared that 'the undoubted tendency of the law has been to recognize and enforce higher standards of commercial morality in the business world.'

We think, therefore, that the Texas rule is clear. One may use his competitor's secret process if he discovers the process by reverse engineering applied to the finished product; one may use a competitor's process if he discovers it by his own independent research; but one may not avoid these labors by taking the process from the discoverer without his permission at a time when he is taking reasonable precautions to maintain its secrecy. To obtain knowledge of a process without spending the time and money to discover it independently is improper unless the holder voluntarily discloses it or fails to take reasonable precautions to ensure its secrecy.

We realize that industrial espionage of the sort here perpetrated has become a popular sport in some segments of our industrial community. However, our devotion to free wheeling industrial competition must not force us into accepting the law of the jungle as the standard of morality expected in our commercial relations. Our tolerance of the espionage game must cease when the protections required to prevent another's spying cost so much that the spirit of inventiveness is dampened.

Having concluded that aerial photography, from whatever altitude, is an improper method of discovering the trade secrets exposed during construction of the DuPont plant, we need not worry about whether the flight pattern chosen by the Christophers violated any federal aviation regulations. Regardless of whether the flight was legal or illegal in that sense, the espionage was an improper means of discovering DuPont's trade secret.

The decision of the trial court is affirmed and the case remanded to that court for proceedings on the merits.

a. Notes

DuPont exemplifies misappropriation of trade secrets by improper means.  Not all uses of another’s trade secrets constitute misappropriation.  Acquisitions or use of a trade secret is illegal only in two basic situations: where it is done through improper means, or where it involves a breach of confidence.

The Christophers flew over a DuPont plant under construction to photograph trade secrets regarding the production of methanol at that plant by DuPont.  The Christophers argued that an appropriation of trade secrets to be wrongful there must be a trespass, other illegal conduct, or breach of a confidential relationship.  The court disagreed.

The court implies that, amongst other, reverse engineering or independent research qualify as proper means but not spying.

Did the defendant simply steal or take from the plaintiff without investing any comparable energy relative to that committed by the plaintiff.

4. Smith v. Dravo Corp., 203 F.2d 369 (1953).  p.71.

Action to enjoin defendant from competing with plaintiffs in freight container business until plaintiffs re-established their container in trade, brought on ground that defendant obtained, through confidential relationship, knowledge of plaintiffs' secret designs, plans and prospective customers, and wrongfully breached confidence, and for patent infringement. The United States District Court rendered a judgment for defendant and plaintiffs appealed. The Court of Appeals held that recovery would not be denied under applicable Pennsylvania law merely because information acquired by defendant could have been lawfully acquired, where information acquired by defendant was acquired confidentially.

Judgment reversed in part and affirmed in part and cause remanded with direction.

a. Notes

Secrets that have been properly obtained by way of a confidential relationship may still be misappropriated if they are improperly used or disclosed.  Such is the instant case.  Confidential relationships may come about via contracts but they may also arise without any express agreement.

Suppose multiple parties independently develop the same trade secret.  Do they actually have a trade secret?  Yes.  So long as the information does not get widely distributed, become readily known or easily ascertainable.  To avoid being the victim of a breach of confidentiality, get non-disclosure agreements from employees and business partners and employ a need-to-know policy with all parties.  Engage in a policy regime involving document retention, employee education, and enforcement.

When is it that one misappropriates even though there is already a relationship between parties?  In Smith v. Dravo, Smith patented and manufactured freight containers.  Dravo examined these crates for purchase and entered into negotiations instead to buy the company.  After protracted negotiations, Dravo broke off the arrangement.  Instead, they set out to develop their own containers.

Smith brought the claim against Dravo stating that the negotiations involved limited disclosures of trade secrets and that Dravo was misappropriating the container designs.  The courts may have favored Dravo’s position if it had reverse engineered the containers.  However Dravo had copies of design drawings and mailing lists of potential customers.

Smith had applied for patents but they had not yet been granted.  In negotiations, Smith showed the patent applications to Dravo.  Dravo later used these documents to design around the patents when they were developing their own containers.

C. REVERSE ENGINEERING; ISSUES WITH DEPARTING EMPLOYEES; CRIMINAL LIABILITY

One means of learning about a trade secret is through reverse engineering.  Reverse engineering involves taking apart the product to try and understand how it is put together.  Reverse engineering is permitted under the law so long as the product is purchased or owned by the reverse engineer.

1. Chicago Lock Co. v. Fanberg, 676 F.2d 400 (1982).  p.78.

Manufacturer of tubular locks brought suit against locksmiths and publishers of specialized trade journals to enjoin unauthorized dissemination of key codes for one line of manufacturer's tubular locks. The United States District Court concluded that key codes were improperly acquired trade secrets and enjoined distribution of compilation of those codes. Appeal was taken. The Court of Appeals held that the defendants' procurement of individual locksmiths' reverse engineering data was not "improper means" with respect to manufacturer.

Reversed and remanded with instructions.

The trial court found that appellants obtained the serial number-key code correlations from a "comparatively small" number of locksmiths, who themselves had reverse-engineered the locks of their customers. The narrow legal issue presented here, therefore, is whether the Fanbergs' procurement of these individual locksmiths' reverse engineering data is an "improper means" with respect to appellee Chicago Lock Company.

The court's latter conclusion, that lock owners owe a duty to the Company, is contrary to law and to the Company's own admissions. A lock purchaser's own reverse-engineering of his own lock, and subsequent publication of the serial number-key code correlation, is an example of the independent invention and reverse engineering expressly allowed by trade secret doctrine. Imposing an obligation of nondisclosure on lock owners here would frustrate the intent of California courts to disallow protection to trade secrets discovered through "fair and honest means." Further, such an implied obligation upon the lock owners in this case would, in effect, convert the Company's trade secret into a state-conferred monopoly akin to the absolute protection that a federal patent affords. Such an extension of California trade secrets law would certainly be preempted by the federal scheme of patent regulation.

a. Notes

A group of lock smiths were able to decipher the serial number-key configuration sequences of Chicago Lock Co. locks.  The lock smiths consequently published the serial number-key configuration sequences.  They were able to decipher the codes by picking locks for Chicago Lock Co. customers who had lost their keys.  CLC had sold its locks to its customers – lock owners.  The lock smiths, who did not own the locks, were working for these customers.  The court analyzed the duty owed between parties.  The district court stated that there was a duty between CLC and lock owners and there was a duty between lock owners and lock smiths.  The court was silent as to the duty between the locksmiths and CLC.  The court continues that under trade secret law, it is permissible to take apart the physical product.  This distinguishes the trade secret laws from the patent laws since not being able to take apart the product would preclude reverse engineering.

2. Hypothetical: Special Issues Regarding Departing Employees

The vast majority of trade secret issues somehow involve a former employee of the trade secret claimant.  Consider Morton.  Morton works in an ice cream store and is a favored employee who has worked there since high school.  Morton progresses with the company and becomes a senior executive having signed a non-competing and a non-disclosure agreement.  A new company wants to enter New England.  It offers Morton a substantial salary increase and status increase.  But Morton’s agreements state that he will not apply his knowledge gained at his current employer for two years after departing.

Most courts will permit that the parties go their separate ways.  If Morton appears to be capable of complying with the trade secret non-disclosure rule, then the court will favor his ambitions.  In certain other instances, there is the doctrine of inevitable disclosure.  If it is believed that the information carried forward will inevitably be harmful to the former employer in a new setting, then the court will enforce the non-compete agreement.  States such as Massachusetts will enforce the non-compete agreement if they are reasonable in time and geographic scope.

3. Wexler v. Greenberg, 399 Pa. 569, 160 A.2d 430 (1960).  p.97.

Suit to enjoin defendant corporation and its officers from disclosing and using certain formulas and processes allegedly constituting trade secrets. From a final decree of the Court of Common Pleas enjoining the disclosure of the formulas or processes and ordering an accounting, the defendants appealed. The Supreme Court held that where formulas were not disclosed to chief chemist by employer during his service or because of his position but rather formulas were developed by chemist himself without any appreciable assistance by way of information or great expense or supervision by employer, outside of normal expenses of chemist's job, and there was no express covenant restricting chemist in use to which he could put his knowledge of formulas and methods he developed during course of his employment, no confidential relationship existed between employer and chemist, and chemist violated no trust or confidential relationship in disclosing or using formulas which he developed or which were developed subject to his supervision to a subsequent employer and chemist had an unqualified privilege to use information which formed part of technical knowledge and skill he acquired by virtue of his former employment.

Decree reversed.

We are initially concerned with the fact that the final formulations claimed to be trade secrets were not disclosed to Greenberg by the appellees during his service or because of his position. Rather, the fact is that these formulas had been developed by Greenberg himself, while in the pursuit of his duties as Buckingham's chief chemist, or under Greenberg's direct supervision. We are thus faced with the problem of determining the extent to which a former employer, without the aid of any express covenant, can restrict his ex-employee, a highly skilled chemist, in the uses to which this employee can put his knowledge of formulas and methods he himself developed during the course of his former employment because this employer claims these same formulas, as against the rest of the world, as his trade secrets. This problem becomes particularly significant when one recognizes that Greenberg's situation is not uncommon. In this era of electronic, chemical, missile and atomic development, many skilled technicians and expert employees are currently in the process of developing potential trade secrets. Competition for personnel of this caliber is exceptionally keen, and the interchange of employment is commonplace.

The principles outlining this area of the law are clear. A court of equity will protect an employer from the unlicensed disclosure or use of his trade secrets by an ex-employee provided the employee entered into an enforceable covenant so restricting his use or was bound to secrecy by virtue of a confidential relationship existing between the employer and employee. Where, however, an employer has no legally protectable trade secret, an employee's 'aptitude, his skill, his dexterity, his manual and mental ability, and such other subjective knowledge as he obtains while in the course of his employment, are not the property of his employer and the right to use and expand these powers remains his property unless curtailed through some restrictive covenant entered into with the employer.' The employer thus has the burden of showing two things: (1) a legally protectable trade secret; and (2) a legal basis, either a covenant or a confidential relationship, upon which to predicate relief.

In addition, it must be recognized that modern economic growth and development has pushed the business venture beyond the size of the one-man firm, forcing the businessman to a much greater degree to entrust confidential business information relating to technological development to appropriate employees. While recognizing the utility in the dispersion of responsibilities in larger firms, the optimum amount of 'entrusting' will not occur unless the risk of loss to the businessman through a breach of trust can be held to a minimum.

On the other hand, any form of post-employment restraint reduces the economic mobility of employees and limits their personal freedom to pursue a preferred course of livelihood. The employee's bargaining position is weakened because he is potentially shackled by the acquisition of alleged trade secrets; and thus, paradoxically, he is restrained, because of his increased expertise, from advancing further in the industry in which he is most productive. Moreover, as previously mentioned, society suffers because competition is diminished by slackening the dissemination of ideas, processes and methods.

We hold that appellant Greenberg has violated no trust or confidential relationship in disclosing or using formulas which he developed or were developed subject to his supervision. Rather, we hold that his information forms part of the technical knowledge and skill he has acquired by virtue of his employment with Buckingham and which he has an unqualified privilege to use.

a. Notes

Greenberg is a chemist who reverse engineers cleaning fluids.  He leaves Buckingham to work for another company and carries away the reverse engineered formulas with him.  There was no non-compete agreement.  However, Buckingham wants to keep Greenberg from using the formulas elsewhere.  The court says there was no disclosure by the company to the employee since the employee developed the formulas.  Thus there is no disclosure to look to.

4. Economic Espionage Act of 1996, 18 U.S.C. § 1831 et seq.  p.119.

(a) In general.--Whoever, intending or knowing that the offense will benefit any foreign government, foreign instrumentality, or foreign agent, knowingly--

(1) steals, or without authorization appropriates, takes, carries away, or conceals, or by fraud, artifice, or deception obtains a trade secret;

(2) without authorization copies, duplicates, sketches, draws, photographs, downloads, uploads, alters, destroys, photocopies, replicates, transmits, delivers, sends, mails, communicates, or conveys a trade secret;

(3) receives, buys, or possesses a trade secret, knowing the same to have been stolen or appropriated, obtained, or converted without authorization;

(4) attempts to commit any offense described in any of paragraphs (1) through (3); or

(5) conspires with one or more other persons to commit any offense described in any of paragraphs (1) through (3), and one or more of such persons do any act to effect the object of the conspiracy,

shall, except as provided in subsection (b), be fined not more than $500,000 or imprisoned not more than 15 years, or both.

(b) Organizations.--Any organization that commits any offense described in subsection (a) shall be fined not more than $10,000,000.

III. PATENTS

A. INTRODUCTION; PATENTABLE SUBJECT MATTER

1. Patent Act, 35 U.S.C. § 101.  p.131.

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the conditions and requirements of this title.
The Patent and Trademark Office (PTO) grants a patent when an inventor can show five things: an invention fits on of the general categories of patentable subject matter; it has not been preceded in identical form in the public prior art; it is useful; it represents a nontrivial extension of what was known; and it is disclosed and described by the applicant in such a way as to enable others to make and use the invention.  35 U.S.C. §§ 101 (utility), 102 (novelty), 103 (nonobviousness), and 112 (enablement).

2. Diamond v. Chakrabarty, 447 U.S. 303 (1980).  p.138.

The United States Court of Customs and Patent Appeals ruled that claims were not outside the scope of patentable inventions merely because they were drawn to "live organisms." On reconsideration, the United States Court of Customs and Patent Appeals reaffirmed its earlier judgment. On certiorari, the Supreme Court, Mr. Chief Justice Burger, held that a live, human-made microorganism is patentable subject matter under statute providing for issuance of patent to a person who invents or discovers "any" new or useful "manufacture" or "composition of matter."

Affirmed.

The petitioner's second argument is that micro-organisms cannot qualify as patentable subject matter until Congress expressly authorizes such protection. His position rests on the fact that genetic technology was unforeseen when Congress enacted § 101. From this it is argued that resolution of the patentability of inventions such as respondent's should be left to Congress. The legislative process, the petitioner argues, is best equipped to weigh the competing economic, social, and scientific considerations involved, and to determine whether living organisms produced by genetic engineering should receive patent protection.

Mr. Justice Douglas reminded that the inventions most benefiting mankind are those that "push back the frontiers of chemistry, physics, and the like." Congress employed broad general language in drafting § 101 precisely because such inventions are often unforeseeable.

To buttress his argument, the petitioner, with the support of amicus, points to grave risks that may be generated by research endeavors such as respondent's. The briefs present a gruesome parade of horribles. Scientists, among them Nobel laureates, are quoted suggesting that genetic research may pose a serious threat to the human race, or, at the very least, that the dangers are far too substantial to permit such research to proceed apace at this time. We are told that genetic research and related technological developments may spread pollution and disease, that it may result in a loss of genetic diversity, and that its practice may tend to depreciate the value of human life.

Mr. Justice BRENNAN dissenting.

I agree with the Court that the question before us is a narrow one. Neither the future of scientific research, nor even, the ability of respondent Chakrabarty to reap some monopoly profits from his pioneering work, is at stake. Patents on the processes by which he has produced and employed the new living organism are not contested. The only question we need decide is whether Congress, exercising its authority under Art. I, § 8, of the Constitution, intended that he be able to secure a monopoly on the living organism itself, no matter how produced or how used. Because I believe the Court has misread the applicable legislation, I dissent.

a. Notes

Basically, everything under the sun is patentable apparently.  The majority opinion differs from the dissent in that decisions should be left to congress concerning the validity of the plant patent act.  The dissent feels that the explicit categories under the act are the sum total of what protection was meant to be extended.  Anything not categorized should be deemed outside the scope of the act and not permitted for patenting according to the dissent.

The court rules that competition should prevail as often as possible in the society.  The application of the patent rules to the biotechnology revolution will have to be governed by congress speaking for the people.  The majority dwells on why it is important to include all fields of invention unless congress states otherwise.  This keeps fields of invention subsequently conceived as remaining within the domain of patent protection.  Otherwise these inventors would be left blowing in the wind without protection.

This opinion stands for the broad interpretation of the patent laws into new fields and domains of invention.  More recently, business methods, and procedures have been found eligible as subject matter under 35 U.S.C. § 101.

3. Parke-Davis & Co. v. H.K. Mulford Co., 189 F. 95 (1911).  p.147.

In Equity. Two suits by Parke-Davis & Co. against the H. K. Mulford Company. Decree for complainant in each case.

This is a final hearing upon two bills in equity praying an injunction against the infringement of two patents. The subject patented in each case is an extract from the suprarenal glands of living animals, and the patent concerns only the product as extracted by the patentee. He also has taken out other patents for his process, which are not concerned here. The alleged infringements of the defendant consist of two products, one in the form of dry powder which constitutes the active chemical principle of the suprarenal glands, and the second a sodium chloride solution of the borate of that principle which is in commerce sold with a preservative such as acetone or chloretone. The complainant asserts that both the dry product and solution infringe the first patent, and that the solution infringes the second patent.

Nor is the patent only for a degree of purity, and therefore not for a new 'composition of matter.' As I have already shown, it does not include a salt, and no one had ever isolated a substance which was not in salt form, and which was anything like Takamine's. Indeed, Sadtler supposes it to exist as a natural salt, and that the base was an original production of Takamine's. That was a distinction not in degree, but in kind. But, even if it were merely an extracted product without change, there is no rule that such products are not patentable. Takamine was the first to make it available for any use by removing it from the other gland-tissue in which it was found, and, while it is of course possible logically to call this a purification of the principle, it became for every practical purpose a new thing commercially and therapeutically. That was a good ground for a patent.

I therefore hold that the solution violates all six claims of the patent.

The question next arises of validity, and upon this the defendant urges two objections: First, the novelty of the patent; and, second, its forfeiture, because it has been publicly used in this country for more than two years prior to the filing of the application.

Indeed, it was on occasion even used in intravenous injection; but, as the principle itself in this form was in physical admixture with many organic substances so as to form an apt nidus for bacteriological culture, the result was an extremely dangerous substance for injection into the body. The complainant, it is true, speaks of the demonstrated asepsis of the substance in this form; but that, I think, was too strong a statement, not in fact justified by the facts, and, indeed, as soon as Takamine Adrenalin became known, the use of the dry gland solution with a preservative practically disappeared altogether, so that the disadvantages of the original substance have the clearest proof in subsequent history. The too extravagant claims, even, of the complainant, for the aseptic character of the powdered dried glands, must therefore, in the light of subsequent facts, be disregarded.

it is clear that Moore's experiment will not in any event serve as an anticipation. The description is so vague that at least two distinguished and ingenuous chemists cannot agree upon just what the process was. It was certainly not intended to be a set of directions for producing a commercially useful drug, even by skilled chemists, and it did not result in being so used, though the demand was great. While it did of course form a part of the science in the sense that it added to the store of knowledge about the active principle, the best proof that experts did not regard it as a satisfactory solution of what all were seeking is that Abel and Von Furth, who were both generous investigators, never treated it as of any consequence. Nor may this be laid down to their ignorance of Moore's work, because it was published in a well-known technical magazine, and was almost certainly known to such skillful and persistent scientists. It was at most only a laboratory experiment without practical and commercial fruit, for there is not the slightest evidence that any one has ever used it in a single instance. Such disclosures do not enrich the art in the sense required for an anticipation. The test is whether the disclosure would have answered itself for the claims of a patent, and that it obviously would not do. Sadtler has now, it is true, thrown down the active principle by Takamine's process; but it is an awkward process, which no one would think of substituting for the directer method first disclosed by the mother patent here in suit. I do not therefore regard Moore's Dialysate as an anticipation of any of the claims.

The only remaining question is whether as a publication it is a valid anticipation. It does not appear to have been ever used in practice; but that is not necessarily conclusive, for it was not merely a tentative experiment without adequate disclosure. On the contrary, it was fully described and published in well-known medical journals, and the disclosure would have answered the claims of a patent. While it was in a sense a laboratory experiment, it was published as a direction for all who wanted to use it, unlike Moore's vague disclosures, which were meant rather for investigators. In view of such publications, Takamine cannot claim to have been the first to discover a stable and pure salt having the physiological activity of the suprarenal gland.

I conclude that claims 1, 2, 5, and 6 are valid and infringed.

Whatever confusion the intricacy of the subject-matter causes, one fact stands out, which no one ought fairly to forget. Before Takamine's discovery the best experts were trying to get a practicable form of the active principle. The uses of the gland were so great that it became part of the usual therapy in the best form which was accessible. As soon as Takamine put out his discovery, other uses practically disappeared; by that I do not mean absolutely, but that the enormous proportion of use now is of Takamine's products.

I cannot stop without calling attention to the extraordinary condition of the law which makes it possible for a man without any knowledge of even the rudiments of chemistry to pass upon such questions as these. The inordinate expense of time is the least of the resulting evils, for only a trained chemist is really capable of passing upon such facts, e.g., in this case the chemical character of Von Furth's so-called 'zinc compound,' or the presence of inactive organic substances. In Germany, where the national spirit eagerly seeks for all the assistance it can get from the whole range of human knowledge, they do quite differently. The court summons technical judges to whom technical questions are submitted and who can intelligently pass upon the issues without blindly groping among testimony upon matters wholly out of their ken. How long we shall continue to blunder along without the aid of unpartisan and authoritative scientific assistance in the administration of justice, no one knows; but all fair persons not conventionalized by provincial legal habits of mind ought, I should think, unite to effect some such advance.

Let a decree pass upon the claims as above indicated; no costs.

a. Notes

The subject matter here is the extraction and purification of adrenalin from animal glands.  The first patent application was for the process and the product.  The patent examiner accepted both claims.  An alleged infringer engaged in the product production by other means.  The court permitted the new form of production since it represented a new substance in its isolated form.  If you get a patent on a product, you can prevent others from making or selling the product.

B. UTILITY, NOVELTY; STATUTORY BARS

1. Brenner v. Manson, 383 U.S. 519 (1966).  p. 157.

Proceeding on application for a patent, serial No. 3,693. On appeal from the board, the United States Court of Customs and Patent Appeals (CCPA) reversed the denial of application and held that applicant was entitled to declaration of interference, and certiorari was granted. The Supreme Court, held that facts that allegedly novel chemical process yielded the intended product and was not in itself detrimental, that potential usefulness of compound produced was under investigation by serious scientific researchers, and that supporting affidavits revealed that adjacent homologue of the steroid yielded had tumor-inhibiting effects in mice provided no adequate basis for overriding patent office's determination that utility requirement had not been met.

Judgment of the United States Court of Customs and Patent Appeals reversed.

A Patent Office examiner denied Manson's application, and the denial was affirmed by the Board of Appeals within the Patent Office. The ground for rejection was the failure 'to disclose any utility for' the chemical compound produced by the process. Letter of Examiner, dated May 24, 1960. This omission was not cured, in the opinion of the Patent Office, by Manson's reference to an article in the November 1956 issue of the Journal of Organic Chemistry, which revealed that steroids of a class which included the compound in question were undergoing screening for possible tumor-inhibiting effects in mice, and that a homologue adjacent to Manson's steroid had proven effective in that role. Said the Board of Appeals, 'It is our view that the statutory requirement of usefulness of a product cannot be presumed merely because it happens to be closely related to another compound which is known to be useful.'

Our starting point is the proposition, neither disputed nor disputable, that one may patent only that which is 'useful.' In Graham v. John Deere Co., we have reviewed the history of the requisites of patentability, and it need not be repeated here. Suffice it to say that the concept of utility has maintained a central place in all of our patent legislation, beginning with the first patent law in 1790 and culminating in the present law's provision that

'Whoever invents or discovers any new and useful process, machine, manufacture, or composition of matter, or any new and useful improvement thereof, may obtain a patent therefore, subject to the conditions and requirements of this title.' 35 U.S.C. § 101.

Whatever weight is attached to the value of encouraging disclosure and of inhibiting secrecy, we believe a more compelling consideration is that a process patent in the chemical field, which has not been developed and pointed to the degree of specific utility, creates a monopoly of knowledge which should be granted only if clearly commanded by the statute. Until the process claim has been reduced to production of a product shown to be useful, the metes and bounds of that monopoly are not capable of precise delineation. It may engross a vast, unknown, and perhaps unknowable area. Such a patent may confer power to block off whole areas of scientific development, without compensating benefit to the public. The basic quid pro quo contemplated by the Constitution and the Congress for granting a patent monopoly is the benefit derived by the public from an invention with substantial utility. Unless and until a process is refined and developed to this point--where specific benefit exists in currently available form--there is insufficient justification for permitting an applicant to engross what may prove to be a broad field.

This is not to say that we mean to disparage the importance of contributions to the fund of scientific information short of the invention of something 'useful,' or that we are blind to the prospect that what now seems without 'use' may tomorrow command the grateful attention of the public. But a patent is not a hunting license. It is not a reward for the search, but compensation for its successful conclusion. '(A) patent system must be related to the world of commerce rather than to the realm of philosophy.

The judgment of the CCPA is reversed.

Reversed.

a. Notes

This is a patent claim for a process.  The inventor applied for a patent and the examiner permitted it.  The process is utilitarian because it makes something – a compound.  Even though the compound has no use as of yet, the process does pass the utility requirement.  Similar homologous compounds have been found to have a significant tumor suppressing effect in laboratory mice.  Even though the product has no known use yet it is the subject of an intensive scientific investigation – this qualifies as utility in itself.

The court identifies several competing interests – granting broad rights through a low utility requirement encourages the scientific wheel to spin.  Patents spawn licenses which allow other investigators to elaborate on the patent toward an ultimately practical use.  In the alternative, giving broad rights also encourages a patent “hunting season” mentality whereby parties file haphazardly for patents.

b. Elements of Utility

General Utility: Product must satisfy some identifiable and non-injurious function.

Specific Utility: Does it work to do what it says it will do.

Moral Utility: The patent and trademark office will not give patents on immoral products, i.e., gambling devices and radar detectors.

2. Patent Act, 35 U.S.C. § 102.  p.168.

A person shall be entitled to a patent unless—

(a)
the invention was known or used by others in this country, or patented or described in a printed publication in this or a foreign country, before the invention thereof by the applicant for patent, or

(b)
the invention was patented or described in a printed publication in this or a foreign country or in public use or on sale in this country, more than one year prior to the date of the application for patent in the United States…
a. Notes

Our focus will be on (a) and (b) only.  In (a) the emphasis is on what has happened prior to the date of invention.  In (b) the focal period is more than one year before the date of application.  You cannot bar yourself under (a) but you can do so under (b).

3. Rosaire v. National Lead Co., 218 F.2d 72 (1955), cert. denied, 349 U.S. 916 (1955).  p.169.

Suit for alleged infringement of Patent Nos. 2,192,525 and 2,324,085 for method of oil prospecting. The United States District Court entered judgment for defendant upon finding that patents were invalid and not infringed, and plaintiff appealed. The Court of Appeals held that evidence supported findings of trial court that patents were invalid for anticipation by prior knowledge and use of others.

Judgment affirmed.

'I find as a fact, by clear and substantial proof beyond a reasonable doubt, that Abraham J. Teplitz and his coworkers with Gulf Oil Corporation and its Research Department during 1935 and early 1936, before any date claimed by Rosaire, spent more than a year in the oil fields and adjacent territory around Palestine, Texas, taking and analyzing samples both over an area and down drill holes, exactly as called for in the claims of the patents which Rosaire and Horvitz subsequently applied for and which are here in suit.

'This Teplitz work was a successful and adequate field trial of the prospecting method involved and a reduction to practice of that method. The work was performed in the field under ordinary conditions without any deliberate attempt at concealment or effort to exclude the public and without any instructions of secrecy to the employees performing the work.'

As we view it, if the court's findings of fact are correct then under the statute as construed by the courts, we must affirm the finding of the trial court that appellee's patents were invalid.

Concluding, as we do, that the trial court correctly held that patents invalid, it is not necessary to consider the question of infringement. The judgment of the trial court is affirmed.

a. Notes

This is a patent for a process of prospecting for oil by taking soil samples and cracking them to determine their hydrocarbon content.  The patentee claims to have invented the method in 1936.  Another party started using the method and in this claim of infringement against them, they stated that the patent is invalid because another party had been using the method prior to the date of invention.  Thus there appears to be an instance of the use of this method in this country prior to the time of invention.  The patent owner claims that the prior use was a non-public use and that § 102(a) should only apply to public use.  § 102(a) does not state that use must be “public.”  The court does however support the “public use requirement” since it permits the public to benefit from the disclosure of the process.  The counter argument of the alleged infringer is that the prior method was open, non-secret, in the ordinary course of business, and non-experimental.

4. In re Hall, 781 F.2d 897 (1986).  p.175.

Applicant appealed from a decision of the United States Patent and Trademark Office's former Board of Appeals, sustaining rejection of claims of a reissue application for an enzyme. The Court of Appeals held that the claims were unpatentable where a doctoral thesis was available as a "printed publication" more than one year before the application's effective filing date, even if it was only a single catalogued thesis in one university library.

Affirmed.

Based principally on a "printed publication" bar under 35 U.S.C. §§ 102(b). The reference is a doctoral thesis. Because appellant concedes that his claims are unpatentable if the thesis is available as a "printed publication" more than one year prior to the application's effective filing date of February 27, 1979, the only issue is whether the thesis is available as such a printed publication.

The board held that the unrebutted evidence of record was sufficient to conclude that the Foldi dissertation had an effective date as prior art more than one year prior to the filing date of the appellant's initial application. In rejecting appellant's argument that the evidence was not sufficient to establish a specific date when the dissertation became publicly available, the board said: 

We rely on the librarian's affidavit of express facts regarding the specific dissertation of interest and his description of the routine treatment of dissertations in general, in the ordinary course of business in his library.

a. Notes

There was a dissertation written by a student and it entered the university stacks in December 1977.  In 1979, Hall submitted a patent application based on the same principal.  Hall stated that one copy of a dissertation in the stacks of a library does not qualify as publication.  The court disagrees and says that the accessibility of the document makes it a publication under § 102(b)

5. Hypothetical Problem: Algol v. Richards.  p.177.

Do the statutory bars come into play and bar the patent from coming into being?  Nothing limits domestic disclosures.  There are 33 designee recipients of Algol’s progress letters – Richard’s is one of them.

Late 1967

Navy commissions Algol

Thru 4/5/1969

Progress Letters




Invention disclosed

2/5/1971


Patent application by Algol

Algol
Richards

· Required by government to send letters

· Not available to public

· Implied confidentiality

· TRADE SECRET (Outside Patent Scope but valid) distributed widely.
· How to define “public”

· Government entity, Navy, is public.

· Hall: Public – those interested in invention

· Explicit agreement regarding confidentiality with foreign government.

The court in the real case found that you can’t find something publicly available if it is generally kept within a secret community.

6. Egbert v. Lippmann, 104 U.S. 333 (1881).  p.178.

An abandonment of an invention to public does not necessarily follow from invention being in public use or on sale, with inventor's consent and allowance, at any time within two years before application, but if invention is in public use or on sale prior to that time it will be conclusive evidence of abandonment, and patent will be void.

According to the testimony of the complainant, the invention was completed and put into use in 1855. The inventor slept on his rights for eleven years. Letters-patent were not applied for till March, 1866. In the mean time, the invention had found its way into general, and almost universal, use. A great part of the record is taken up with the testimony of the manufacturers and venders of corset-steels, showing that before he applied for letters the principle of his device was almost universally used in the manufacture of corset-steels. It is fair to presume that having learned from this general use that there was some value in his invention, he attempted to resume, by his application, what by his acts he had clearly dedicated to the public.

a. Notes

1-5/1855
Sam developed an alternative corset steel.

1855
Sam gave Francis corset steel and she wore for a long time.

1858
Sam gave Francis another set.

1858-1863
Joseph Sturgis visits, Francis shows corset steel.

1866
Sam applies for patent.

At the time of this case § 102(b) had a two year grace period.  The question is whether the product was in public use prior to 1864.  The court explained public use as follows: (1) Was the item given to another to use (doesn’t matter how many others); (2) Doesn’t matter that “public” couldn’t see the corset steels; (3) Was it a non-experimental use.

Its important to the court that Sam gave to Francis free use of the corset.  There were no restrictions on use.  This in their eyes, was a public use.  The court seems to think that Sam saw that others were using his design long after the fact of its invention.  Someone else had made a market for the product and Sam just sat on his rights.  When he had given the corset steels over to Francis, he hadn’t done so with a further interest as an inventor.  Once you find that the thing you are developing has practical, functional, actual use, then the experimental phase is concluded and the use becomes public.

b. Public Use

Generally, courts will not find something to be a public use if you are using it personally, i.e., in your home and not disclosed to friends.  However, if a business is using an item in the ordinary course of business then § 102(b) tolls.  A process bringing commercial benefit to a business must decide to “fish or cut bait.”

§ 102(b) also talks about an invention being “on-sale” more than one year before the patent application.  As of the offer to sell, the inventor has one year left before their patent application must be on file with the PTO.  § 102(b) begins to toll in the instance of an offer to sell.  The invention need not even have been built or prototyped.  If it can be described adequately to meet the needs of § 112 then that is all that is necessary.

7. City of Elizabeth v. Pavement Company, 97 U.S. 126 (1877).  p.185.

In 1847 the inventor of a new and useful improvement in wooden pavements filed in the patent office a caveat of his invention, and in 1848 put down at his own expense, by way of experiment, pavement on a thoroughfare leading out of Boston, and used as a public road, but owned by a corporation of which he was a stockholder and treasurer, where it was exposed to public view and traveled over for several years; it proving successful, he obtained letters patent therefor, August 7, 1854. Held, that they were not avoided by English letters patent for the same invention, enrolled in 1850.

Nicholson wished to experiment on his pavement. He believed it to be a good thing, but he was not sure; and the only mode in which he could test it was to place a specimen of it in a public roadway. He did this at his own expense, and with the consent of the owners of the road. Durability was one of the qualities to be attained. He wanted to know whether his pavement would stand, and whether it would resist decay. Its character for durability could not be ascertained without its being subjected to use for a considerable time. He subjected it to such use, in good faith, for the simple purpose of ascertaining whether it was what he claimed it to be. Did he do any thing more than the inventor of the supposed machine might do, in testing his invention? The public had the incidental use of the pavement, it is true; but was the invention in public use, within the meaning of the statute? We think not. The proprietors of the road alone used the invention, and used it at Nicholson's request, by way of experiment. The only way in which they could use it was by allowing the public to pass over the pavement.

It is sometimes said that an inventor acquires an undue advantage over the public by delaying to take out a patent, inasmuch as he thereby preserves the monopoly to himself for a longer period than is allowed by the policy of the law; but this cannot be said with justice when the delay is occasioned by a bona fide effort to bring his invention to perfection, or to ascertain whether it will answer the purpose intended. His monopoly only continues for the allotted period, in any event; and it is the interest of the public, as well as himself, that the invention should be perfect and properly tested, before a patent is granted for it. Any attempt to use it for a profit, and not by way of experiment, for a longer period than two years before the application, would deprive the inventor of his right to a patent.

a. Notes

1848
A local Boston inventor developed a new treatment for wood pavement and implemented at a toll plaza.

1854
Patent application is submitted.

1867 Patent granted.

The patent system used to have a term of 17 years dating from the grant of patent.  Consequently, inventors sought to delay their filings until their market had grown for the product.  This caused a substantial number of “submarine” patents to rear their heads sometime after the product had grown in popularity.  To address the issue, Congress changed the patent term from 17 years from date of grant to 20 years from data of application.

Samuel Nicholson extended considerable effort to engage in experimental use for the pavement.  He maintained control and monitored the pavement.  There was no effort to sell the pavement scheme while it was under review and perfection.  The scale of the experiment was limited in location.  And the public use was incidental to experimental control.  Samuel made a good faith effort to improve the idea and test its durability of the product and he did not delay upon perfecting the product.

b. Hypothetical on Coffee

Mark makes coffee.  He’s particularly keen on cappuccino.  He devises an improved way of making it.  Instead of having steam shoot only out of the end of the cappuccino arm, he decides to have steam ducts all the way up the arm.

1/1/99
Mark has idea

3/1/99
Email to Joy

9/1/99
Have model works fabulously

9/15/99
Mark begins using in store (back room only)

12/1/99
More machines are made and Mark uses them in back room

1/1/01
Mark and Joy submit patent application.

Note that an invention used in the ordinary course of business invokes § 102(b) and starts it tolling.  Thus September 15, 1999 seems to be the day § 102(b) begins to toll.  Application denied.

If a Minneapolis inventor develops the same product and seeks to patent it 3/1/01, then § 102(a) may bar the applicant for sake of Mark’s prior use.  However, Mark’s prior use is not necessarily public.  If it is not then the Minneapolis inventor may receive a patent grant.

C. NONOBVIOUSNESS AND ENABLEMENT

1. Patent Act, 35 U.S.C. § 103.  Conditions for patentability; non-obvious subject matter.

(a)
A patent may not be obtained though the invention is not identically disclosed or described as set forth in section 102 of this title, if the differences between the subject matter sought to be patented and the prior art are such that the subject matter as a whole would have been obvious at the time the invention was made to a person having ordinary skill in the art to which said subject matter pertains.

(b)(1) Notwithstanding subsection (a), and upon timely election by the applicant for patent to proceed under this subsection, a biotechnological process using or resulting in a composition of matter that is novel under section 102 and nonobvious under subsection (a) of this section shall be considered nonobvious if—

(A)
claims to the process and the composition of matter are contained in either the same application for patent or in separate applications having the same effective filing date; and

(B)
the composition of matter, and the process at the time it was invented, were owned by the same person or subject to an obligation of assignment to the same person.

(2)
A patent issued on a process under paragraph (1)--

(A)
shall also contain the claims to the composition of matter used in or made by that process, or

(B)
shall, if such composition of matter is claimed in another patent, be set to expire on the same date as such other patent, notwithstanding section 154.

(3)
For purposes of paragraph (1), the term “biotechnological process” means—

(A)
a process of genetically altering or otherwise inducing a single- or multi-celled organism to—

(i)
express an exogenous nucleotide sequence,

(ii)
inhibit, eliminate, augment, or alter expression of an endogenous nucleotide sequence, or

(iii)
express a specific physiological characteristic not naturally associated with said organism;

(B)
cell fusion procedures yielding a cell line that expresses a specific protein, such as a monoclonal antibody; and

(C)
a method of using a product produced by a process defined by subparagraph (A) or (B), or a combination of subparagraphs (A) and (B).

(c)
Patentability shall not be negatived by the manner in which the invention was made. Subject matter developed by another person, which qualifies as prior art only under one or more of subsections (e), (f), and (g) of section 102 of this title, shall not preclude patentability under this section where the subject matter and the claimed invention were, at the time the invention was made, owned by the same person or subject to an obligation of assignment to the same person.

a. Notes

Is the difference between what was out their before and what this party before the PTO claims substantial enough.

2. Graham v. John Deere Co., 383 U.S. 1 (1966).  p.195.

In a patent infringement action, the United States District Court entered judgment for plaintiffs, and defendants appealed. The Court of Appeals. In separate actions, plaintiffs sought declaration that patent was invalid and not infringed. The United States District Court held that patent was valid and infringed and plaintiffs appealed. The Court of Appeals affirmed. Certiorari was granted in both cases. The Supreme Court, Mr. Justice Clark, held that provision of Patent Act pertaining to nonpatentability of invention because of obviousness was intended to codify judicial precedents embracing principle announced by Supreme Court as early as 1850, that while clear language of provision places emphasis on inquiry into obviousness general level of innovation necessary to sustain patentability remains the same, and that patents at issue were invalid because of obviousness of subject matter.

Judgment in patent infringement action affirmed; judgment in declaratory judgment actions reversed and remanded.

a. Notes

Initially, Thomas Jefferson was hostile to patents.  However, he was persuaded to them to give limited exclusive rights for the progress of sciences and the useful arts.  After that the effort was focused on giving rights to disclose inventions that would not have been disclosed otherwise.  If it would have been created anyway then don’t give an exclusive right which will take away not contribute to the public good.  The non-obviousness requirement is a statutory requirement but it is constitutionally compelled.

Hodgchiss refers to a case of the replacement of porcelain in doorknobs for wood.  There was no inventiveness involved.  A later case said that a “flash of genius” is needed.  Inventors were aghast.  In 1952 Congress reduced the inventiveness requirement imbedded in the “flash of genius” requirement.

Primary Considerations

The following are direct evidence (facts) of whether or not the invention would have been obvious to a person of ordinary skill:

1. What is the prior art

2. Compare the prior art to the present claim

3. Determine the level of ordinary skill.

Secondary Considerations

1. Commercial success

2. Need for invention

3. Failure of others (have others tried to solve this problem and have they failed – if so, this suggest that the present party had done something more).

The patent applicant in this case purported to have solved a particular problem.  It turned out that the there was another party who had come up with the idea prior to the patent applicant.  At this point, the patent applicant changed the story behind the patent application.  The court stated that the course of evaluation in the steps above make it apparent that the application didn’t demonstrate a resounding advance over the prior art.

3. Patent Act, 35 U.S.C. § 112.  Specification.

The specification shall contain a written description of the invention, and of the manner and process of making and using it, in such full, clear, concise, and exact terms as to enable any person skilled in the art to which it pertains, or with which it is most nearly connected, to make and use the same, and shall set forth the best mode contemplated by the inventor of carrying out his invention.
The specification shall conclude with one or more claims particularly pointing out and distinctly claiming the subject matter which the applicant regards as his invention.

A claim may be written in independent or, if the nature of the case admits, in dependent or multiple dependent form.

Subject to the following paragraph, a claim in dependent form shall contain a reference to a claim previously set forth and then specify a further limitation of the subject matter claimed. A claim in dependent form shall be construed to incorporate by reference all the limitations of the claim to which it refers.

A claim in multiple dependent form shall contain a reference, in the alternative only, to more than one claim previously set forth and then specify a further limitation of the subject matter claimed. A multiple dependent claim shall not serve as a basis for any other multiple dependent claim. A multiple dependent claim shall be construed to incorporate by reference all the limitations of the particular claim in relation to which it is being considered.

An element in a claim for a combination may be expressed as a means or step for performing a specified function without the recital of structure, material, or acts in support thereof, and such claim shall be construed to cover the corresponding structure, material, or acts described in the specification and equivalents thereof.

a. Notes

Description requirement:  You are entitled under the description requirement to pick you claims.  Historically, people have tried to add to their invention to include advances made by themselves or others.  The description requirement stalls their efforts in this regard.

4. Incandescent Lamp Patent, 159 U.S. 465 (1895).  p.219.

The imperfectly successful experiments of Sawyer and Mann with carbonized paper and wood carbon filaments as incandescent conductors for electric lamps did not authorize them to claim the use for that purpose of all fibrous and textile substances; it appearing that there was no such quality common to fibrous and textile substances generally as makes them suitable for that purpose and that numerous experiments, extending to thousands of different kinds of fibrous vegetable materials, were in fact made before the particular fiber of the commercially successful lamp was discovered by Thomas A. Edison.

It is admitted that the lamp described in the Sawyer and Man patent is no longer in use, and was never a commercial success; that it does not embody the principle of high resistance with a small illuminating surface; that it does not have the filament burner of the modern incandescent lamp; that the lamp chamber is defective; and that the lamp manufactured by the complainant, and put upon the market, is substantially the Edison lamp; but it is said that, in the conductor used by Edison (a particular part of the stem of the bamboo, lying directly beneath the siliceous cuticle, the peculiar fitness for which purpose was undoubtedly discovered by him), he made use of a fibrous or textile material covered by the patent to Sawyer and Man, and is therefore an infringer.

The two main defenses to this patent are (1) that it is defective upon its face, in attempting to monopolize the use of all fibrous and textile materials for the purpose of electric illuminations; and (2) that Sawyer and Man were not in fact the first to discover that these were better adapted than mineral carbons to such purposes.

Is the complainant entitled to a monopoly of all fibrous and textile materials for incandescent conductors?

As these suggestions are of themselves sufficient to dispose of the case adversely to the complainant, a consideration of the question of priority of invention, or rather of the extent and results of the Sawyer and Man experiments, which was so fully argued upon both sides, and passed upon by the court below, becomes unnecessary.

For the reasons above stated, the decree of the circuit court is affirmed.

a. Notes

Claimants stipulate that Edison infringed upon their patent by employing material that very broadly fell within the family of incandescing conductors of carbonized fibrous material.  Edison’s position is that not any material that fell into this category was suitable and that the patent was so broad as to be non-descriptive or inadequately descriptive.

Infringement Doctrine of Equivalence: In the instance of infringement, the claims define the scope of the patent, the written description insures that you truly possess what you claim to know.  If someone makes an obvious substitution, i.e., club soda instead of spring water, then the court will consider it an equivalence and the infringer will be forced to cease and dissist.

b. International Law

Some countries have an absolute priority requirement in patent terms.  There are also prior user rights.  In the U.S. these are only protected in terms of business process methods.

There are international treaties, especially in Europe, that permit patent cooperation so that an inventor need not file in multiple jurisdictions.

The U.S. laws are changing to converge with international conventions.

5. Regalado, Antonio, “The Great Gene Grab,” Technology Review, Sept/Oct. 2000, Supp.1.

In recent years, there has been a rapid flux in the level of genomic activity.  This blush of activity has spawned an industry around patenting genetic technology.  The process for gene detection and processing has become highly automated.  This makes for a discussion around the non-obviousness.

Subject matter:  Parke-Davis governs in the gene analysis.  Here we must examine

Utility: Consider Brenner and Incandescent Lamp Patent

IV. COPYRIGHTS

A. INTRODUCTION; ORIGINALITY; FIXATION; FORMALITIES

1. Copyright Act, 17 U.S.C. § 101.  Definitions.

Except as otherwise provided in this title, as used in this title, the following terms and their variant forms mean the following:

A "compilation" is a work formed by the collection and assembling of preexisting materials or of data that are selected, coordinated, or arranged in such a way that the resulting work as a whole constitutes an original work of authorship. The term "compilation" includes collective works.

"Copies" are material objects, other than phonorecords, in which a work is fixed by any method now known or later developed, and from which the work can be perceived, reproduced, or otherwise communicated, either directly or with the aid of a machine or device. The term "copies" includes the material object, other than a phonorecord, in which the work is first fixed.

A "derivative work" is a work based upon one or more preexisting works, such as a translation, musical arrangement, dramatization, fictionalization, motion picture version, sound recording, art reproduction, abridgment, condensation, or any other form in which a work may be recast, transformed, or adapted. A work consisting of editorial revisions, annotations, elaborations, or other modifications which, as a whole, represent an original work of authorship, is a "derivative work".

A work is "fixed" in a tangible medium of expression when its embodiment in a copy or phonorecord, by or under the authority of the author, is sufficiently permanent or stable to permit it to be perceived, reproduced, or otherwise communicated for a period of more than transitory duration. A work consisting of sounds, images, or both, that are being transmitted, is "fixed" for purposes of this title if a fixation of the work is being made simultaneously with its transmission.

a. Notes

Fixed: If your work exists in some way in a fixed for then you meet the requirements of fixation.  Choreography is an example.  In § 1101, there is a prohibition against the boot legging of concert performances even though the work is not previously fixed.

Copy: There is a distinction between the work and the embodiment of the work.  The work is the expression in an intangible sense – in the mind of the copyrighter.  The embodiment of the work is always referred to as a copy – a physical manifestation of the copyrightable work (which only resides in the mind of the copyrighter).

At one point, publication was a requirement for copyrighting – this is no longer true.  However, publication does affect the term of copyright.  In the U.S. notice was also a requirement in the form of ©.  Under the Berne convention, these requirements were removed.  Registration of copyrighted works is not required under the law.  However, if it is a U.S. work, it must be registered before it can be sued on.  In order to register, the work must be deposited (Library of Congress).  The current term is life + 70 years.  For corporate authorship, the term is 95 years from publication or 120 years for the date of creation (depends on which comes first).

2. Copyright Act, 17 U.S.C. § 102.  Subject Matter of Copyright: In General.

(a) Copyright protection subsists, in accordance with this title, in original works of authorship fixed in any tangible medium of expression, now known or later developed, from which they can be perceived, reproduced, or otherwise communicated, either directly or with the aid of a machine or device. Works of authorship include the following categories:

(1) literary works;

(2) musical works, including any accompanying words;

(3) dramatic works, including any accompanying music;

(4) pantomimes and choreographic works;

(5) pictorial, graphic, and sculptural works;

(6) motion pictures and other audiovisual works;

(7) sound recordings; and

(8) architectural works.

(b) In no case does copyright protection for an original work of authorship extend to any idea, procedure, process, system, method of operation, concept, principle, or discovery, regardless of the form in which it is described, explained, illustrated, or embodied in such work.
a. Notes

Copyright intentionally tries not to protect functional things, processes, ideas and facts.  It is intended to protect the way people express their ideas.  Copyright grants people the right to copy unlike the patent system which grants a right to exclude.  The Anglo-American tradition is about economic rights and utilitarian objectives.

3. Feist Publications v. Rural Telephone Service, 499 U.S. 340 (1991).  p.356.

Telephone utility brought copyright infringement action against a publisher of an area-wide telephone directory for publisher's use of listings in utility's local white pages. The United States District Court held that the white pages were copyrightable, and the publisher appealed. The Court of Appeals affirmed. Certiorari was granted. The Supreme Court held that: (1) names, towns and telephone numbers of utility's subscribers were uncopyrightable facts, and (2) these bits of information were not selected, coordinated, or arranged in an original way in white pages that utility was required to publish under state law, and hence white pages did not meet constitutional or statutory requirements for copyright protection.

Reversed.

a. Notes

Earlier in the 20th century there was a split in the circuit courts as to whether or not the “sweat of the brow” entitled one to copyright protection.  Sweat of the brow isn’t always enough.

Feist was a regional telephone book publisher.  Rural serviced a small community.  Feist approached Rural and asked to have access to its phone listings.  Rural is the only one of a number of community service providers that refused.  Feist went ahead and utilized the listings including some imbedded non-existent names.  Rural was able to locate these in Feist’s listings and brought a claim of copyright infringement.

The court was willing to copyright the arrangement of sections in the telephone book.  However, it was not willing to provide a section like the white pages because these were simply an arrangement of facts that lacked even the smallest modicum of creativity as these pages were arranged in a garden variety alphabetic means.

Requirement:

1. Independently created by author

2. Modicum of creativity

The court focused on the factual nature of the phonebook and on the government monopoly given over to a telephone company.  Insufficient creativity was deemed to be present for Rural’s benefit.  There was absolutely nothing original about Rural’s directory.

This is not a prohibition on the compilation of facts.  If the facts are selected and arranged in a way that reflects creativity then perhaps you are entitled to “thin” copyright protection – there may be support for your creative enhancement not for the utilization of the facts.  For example, courts have found copyright protection for maps.

B. COPYRIGHTABLE SUBJECT MATTER

1. Copyright Act, 17 U.S.C. § 101.  Definitions.

"Pictorial, graphic, and sculptural works" include two-dimensional and three- dimensional works of fine, graphic, and applied art, photographs, prints and art reproductions, maps, globes, charts, diagrams, models, and technical drawings, including architectural plans. Such works shall include works of artistic craftsmanship insofar as their form but not their mechanical or utilitarian aspects are concerned; the design of a useful article, as defined in this section, shall be considered a pictorial, graphic, or sculptural work only if, and only to the extent that, such design incorporates pictorial, graphic, or sculptural features that can be identified separately from, and are capable of existing independently of, the utilitarian aspects of the article.
A "useful article" is an article having an intrinsic utilitarian function that is not merely to portray the appearance of the article or to convey information. An article that is normally a part of a useful article is considered a "useful article".

2. Copyright Act, 17 U.S.C. § 113.  Scope of exclusive rights in pictorial, graphic, and sculptural works.

(a)
Subject to the provisions of subsections (b) and (c) of this section, the exclusive right to reproduce a copyrighted pictorial, graphic, or sculptural work in copies under section 106 includes the right to reproduce the work in or on any kind of article, whether useful or otherwise.

(b)
This title does not afford, to the owner of copyright in a work that portrays a useful article as such, any greater or lesser rights with respect to the making, distribution, or display of the useful article so portrayed than those afforded to such works under the law, whether title 17 or the common law or statutes of a State, in effect on December 31, 1977, as held applicable and construed by a court in an action brought under this title.

(c)
In the case of a work lawfully reproduced in useful articles that have been offered for sale or other distribution to the public, copyright does not include any right to prevent the making, distribution, or display of pictures or photographs of such articles in connection with advertisements or commentaries related to the distribution or display of such articles, or in connection with news reports.

(d)
(1) In a case in which—

(A)
a work of visual art has been incorporated in or made part of a building in such a way that removing the work from the building will cause the destruction, distortion, mutilation, or other modification of the work as described in section 106A(a)(3), and

(B)
the author consented to the installation of the work in the building either before the effective date set forth in section 610(a) of the Visual Artists Rights Act of 1990, or in a written instrument executed on or after such effective date that is signed by the owner of the building and the author and that specifies that installation of the work may subject the work to destruction, distortion, mutilation, or other modification, by reason of its removal,

then the rights conferred by paragraphs (2) and (3) of section 106A(a) shall not apply.

(2)
If the owner of a building wishes to remove a work of visual art which is a part of such building and which can be removed from the building without the destruction, distortion, mutilation, or other modification of the work as described in section 106A(a)(3), the author’s rights under paragraphs (2) and (3) of section 106A(a) shall apply unless—

(A)
the owner has made a diligent, good faith attempt without success to notify the author of the owner’s intended action affecting the work of visual art, or

(B)
the owner did provide such notice in writing and the person so notified failed, within 90 days after receiving such notice, either to remove the work or to pay for its removal.

For purposes of subparagraph (A), an owner shall be presumed to have made a diligent, good faith attempt to send notice if the owner sent such notice by registered mail to the author at the most recent address of the author that was recorded with the Register of Copyrights pursuant to paragraph (3). If the work is removed at the expense of the author, title to that copy of the work shall be deemed to be in the author.

(3)
The Register of Copyrights shall establish a system of records whereby any author of a work of visual art that has been incorporated in or made part of a building, may record his or her identity and address with the Copyright Office. The Register shall also establish procedures under which any such author may update the information so recorded, and procedures under which owners of buildings may record with the Copyright Office evidence of their efforts to comply with this subsection.

3. Baker v. Selden, 101 U.S. 99 (1879).  p.375.

The copyright of a work on mathematical science cannot give to the author an exclusive right to the methods of operation which he propounds, or to the diagrams which he employs to explain them, so as to prevent an engineer from using them whenever occasion requires. The very object of publishing a book on science or the useful arts is to communicate to the world the useful knowledge which it contains.

The copyright of the book, if not pirated from other works, would be valid without regard to the novelty, or want of novelty, of its subject-matter. The novelty of the art or thing described or explained has nothing to do with the validity of the copyright. To give to the author of the book an exclusive property in the art described therein, when no examination of its novelty has ever been officially made, would be a surprise and a fraud upon the public. That is the province of letters-patent, not of copyright. The claim to an invention or discovery of an art or manufacture must be subjected to the examination of the Patent Office before an exclusive right therein can be obtained; and it can only be secured by a patent from the government.

The very object of publishing a book on science or the useful arts is to communicate to the world the useful knowledge which it contains. But this object would be frustrated if the knowledge could not be used without incurring the guilt of piracy of the book.

'Congress shall have power to promote the progress of science and useful arts, by securing for limited times to authors and inventors the exclusive right to their writings and discoveries.'

a. Notes

Selden wrote an accounting book with detailed charts and layouts.  Baker reproduced the works in a similar book.  The court says there is a valid copyright in the book but Baker is not infringing.  The court isn’t holding that there is no original expression in the charts.  But it states that the charts are primarily functional rather than expression.  The accounting underlying the charts is a process that cannot be copyright protected – it’s a preexisting knowledge.

The court does not want to grant the power of a patent in a copyright.  To do so would eliminate the patent requirements and impart copyright privilege to a patent type material.  In a patent context the work would be limited a monopoly in time and there would be a different set of eligibility requirements.  One cannot use the accounting method without using the charts in question.  The forms and accounting generally are the same.

b. Merger Doctrine
A form of expression necessary to use an unprotected idea is itself unprotectable.  Where an idea is only expressed in a limited number of ways, the limited forms of expression cannot be protected.

Baker v. Selden distinguishes Copyright privilege and Patent privilege.

c. Scenes a faire doctrine
One cannot use copyright law to give an ownership right to an idea or expression that is already in the public domain.  The scenes a faire doctrine is related to the merger doctrine.
d. Idea / Expression Dichotomy
The mode of communication or the expression in copyright is copyrightable but the idea is not protected.  In addition to ideas, processes, methods of operation and other means under 17 U.S.C. § 102(b) are not copyrightable.

Under the Merger Doctrine, if an idea is only expressable in a very limited mode of communication, then that limitation excludes the means of expression from copyright law.

4. Morrissey v. Procter & Gamble, 379 F.2d 675 (1967).  p.382.

Action for infringement of copyrighted set of rules. The United States District Court entered a summary judgment in favor of the defendant corporation and the copyright owner appealed. The Court of Appeals, held that examination of matters embraced in owner's set of rules for sales promotional contest of the 'sweepstakes' type involving social security numbers of the participants, a contest whose substance was not copyrightable, were so straight-forward and simple as to require application of principle holding uncopyrightable a form of expression of uncopyrightable subject matter where there is available at best only a limited number of forms of expression of substance of subject matter.

Affirmed.

a. Notes

The plaintiff had a list of sweepstakes rules and the rules were copied by the defendant.  The rules were basic and generic.  The court found no infringement.  Under the Merger Doctrine, there is a limited number of ways to express the idea.  The rules of the game are a process and processes typically fall under patent protection.

5. Brandir International, Inc. v. Cascade Pacific Lumber Co., 834 F.2d 1142 (1987).  p.388.

Manufacturer of bicycle rack brought copyright and trademark infringement actions against competing manufacturer. The United States District Court held for competitor, and appeal was taken. The Court of Appeals held that: (1) bicycle rack design was not entitled to copyright protection, and (2) issue of material fact as to whether rack was entitled to trademark protection precluded summary judgment.

Copyrighted work of art does not lose its protected status merely because it subsequently is put to functional use.

Affirmed in part, reversed and remanded in part.

a. Notes

The courts have adopted the test of conceptual severability to address the “form but not mechanical or utilitarian aspects” language of the Pictorial, graphic, and sculptural works definitions in § 101.  The courts ask, is there a feature of the work that is purely expressive uninhibited by functional considerations.  Is there something that is expressly aesthetic in the work.  The majority opinion is that we should not permit people to use the copyright laws to circumvent the patent laws.  Conceptual severability only applies to PGS works that have a functional attribute aswell.  Where a work has functional and PGS attributes, it is only the PGS aspects that are protectable.

As a final note, clothing design is interpreted as strictly functional.  Thus there is a considerable knock-off clothing styles market.

C. SCOPE OF COPYRIGHT PROTECTION; OWNERSHIP; DURATION, RENEWAL AND TRANSFER

1. Copyright Act, 17 U.S.C. § 101.  Definitions.

An "architectural work" is the design of a building as embodied in any tangible medium of expression, including a building, architectural plans, or drawings. The work includes the overall form as well as the arrangement and composition of spaces and elements in the design, but does not include individual standard features.

"Audiovisual works" are works that consist of a series of related images which are intrinsically intended to be shown by the use of machines or devices such as projectors, viewers, or electronic equipment, together with accompanying sounds, if any, regardless of the nature of the material objects, such as films or tapes, in which the works are embodied.

A "collective work" is a work, such as a periodical issue, anthology, or encyclopedia, in which a number of contributions, constituting separate and independent works in themselves, are assembled into a collective whole.
A "joint work" is a work prepared by two or more authors with the intention that their contributions be merged into inseparable or interdependent parts of a unitary whole.
"Literary works" are works, other than audiovisual works, expressed in words, numbers, or other verbal or numerical symbols or indicia, regardless of the nature of the material objects, such as books, periodicals, manuscripts, phonorecords, film, tapes, disks, or cards, in which they are embodied.

"Sound recordings" are works that result from the fixation of a series of musical, spoken, or other sounds, but not including the sounds accompanying a motion picture or other audiovisual work, regardless of the nature of the material objects, such as disks, tapes, or other phonorecords, in which they are embodied.
A "work made for hire" is--

(1) a work prepared by an employee within the scope of his or her employment; or

(2) a work specially ordered or commissioned for use as a contribution to a collective work, as a part of a motion picture or other audiovisual work as a sound recording, as a translation, as a supplementary work, as a compilation, as an instructional text, as a test, as answer material for a test, or as an atlas, if the parties expressly agree in a written instrument signed by them that the work shall be considered a work made for hire. For the purpose of the foregoing sentence, a "supplementary work" is a work prepared for publication as a secondary adjunct to a work by another author for the purpose of introducing, concluding, illustrating, explaining, revising, commenting upon, or assisting in the use of the other work, such as forewords, afterwords, pictorial illustrations, maps, charts, tables, editorial notes, musical arrangements, answer material for tests, bibliographies, appendixes, and indexes, and an "instructional text" is a literary, pictorial, or graphic work prepared for publication and with the purpose of use in systematic instructional activities.

2. Copyright Act, 17 U.S.C. § 103.  Subject matter of copyright: Compilations and derivative works.

(a)
The subject matter of copyright as specified by section 102 includes compilations and derivative works, but protection for a work employing preexisting material in which copyright subsists does not extend to any part of the work in which such material has been used unlawfully.

(b)
The copyright in a compilation or derivative work extends only to the material contributed by the author of such work, as distinguished from the preexisting material employed in the work, and does not imply any exclusive right in the preexisting material. The copyright in such work is independent of, and does not affect or enlarge the scope, duration, ownership, or subsistence of, any copyright protection in the preexisting material.

3. Copyright Act, 17 U.S.C. § 106.  Exclusive rights in copyrighted works.

Subject to sections 107 through 121, the owner of copyright under this title has the exclusive rights to do and to authorize any of the following:

(1)
to reproduce the copyrighted work in copies or phonorecords;
(2)
to prepare derivative works based upon the copyrighted work;

(3)
to distribute copies or phonorecords of the copyrighted work to the public by sale or other transfer of ownership, or by rental, lease, or lending;

(4)
in the case of literary, musical, dramatic, and choreographic works, pantomimes, and motion pictures and other audiovisual works, to perform the copyrighted work publicly;

(5)
in the case of literary, musical, dramatic, and choreographic works, pantomimes, and pictorial, graphic, or sculptural works, including the individual images of a motion picture or other audiovisual work, to display the copyrighted work publicly; and

(6)
in the case of sound recordings, to perform the copyrighted work publicly by means of a digital audio transmission.
a. Notes

Defines the exclusive rights of the copyright holder.  There is of course the right to copy.  Additionally, there is the right to derivative works, performances, etc.

This section is the single moral rights section.  This was amended to provide for Berne Treaty requirements.  The sections that follow this section through to § 120 contain limitations and extensions on the Berne Treaty requirements outlined in § 106.

Although facts supporting a work may not be protected, the copying of basic structure or theme of a literary work is potentially an infringement upon the author’s copyright.  Splitting hairs though, ideas found in the author’s works will not be protected.

Once a party is authorized to use a song under a license agreement, then the licensing of the song is open to any party.  The artist can not pick and choose who will use the song once it has been licensed to any single party.

4. Copyright Act, 17 U.S.C. § 109.  Limitations on Exclusive Rights: Effect of Transfer of Particular Copy of Phonorecord.

(b)
(1) (A) Notwithstanding the provisions of subsection (a), unless authorized by the owners of copyright in the sound recording or the owner of copyright in a computer program (including any tape, disk, or other medium embodying such program), and in the case of a sound recording in the musical works embodied therein, neither the owner of a particular phonorecord nor any person in possession of a particular copy of a computer program (including any tape, disk, or other medium embodying such program), may, for the purposes of direct or indirect commercial advantage, dispose of, or authorize the disposal of, the possession of that phonorecord or computer program (including any tape, disk, or other medium embodying such program) by rental, lease, or lending, or by any other act or practice in the nature of rental, lease, or lending. Nothing in the preceding sentence shall apply to the rental, lease, or lending of a phonorecord for nonprofit purposes by a nonprofit library or nonprofit educational institution. The transfer of possession of a lawfully made copy of a computer program by a nonprofit educational institution to another nonprofit educational institution or to faculty, staff, and students does not constitute rental, lease, or lending for direct or indirect commercial purposes under this subsection.

5. Copyright Act, 17 U.S.C. § 120.  Scope of exclusive rights in architectural works.

(a)
Pictorial representations permitted.—The copyright in an architectural work that has been constructed does not include the right to prevent the making, distributing, or public display of pictures, paintings, photographs, or other pictorial representations of the work, if the building in which the work is embodied is located in or ordinarily visible from a public place…

6. Copyright Act, 17 U.S.C. § 201.  Ownership of copyright.

(a)
Initial Ownership.—Copyright in a work protected under this title vests initially in the author or authors of the work. The authors of a joint work are co-owners of copyright in the work.

(b)
Works Made for Hire.— In the case of a work made for hire, the employer or other person for whom the work was prepared is considered the author for purposes of this title, and, unless the parties have expressly agreed otherwise in a written instrument signed by them, owns all of the rights comprised in the copyright.
(c)
Contributions to Collective Works.—Copyright in each separate contribution to a collective work is distinct from copyright in the collective work as a whole, and vests initially in the author of the contribution. In the absence of an express transfer of the copyright or of any rights under it, the owner of copyright in the collective work is presumed to have acquired only the privilege of reproducing and distributing the contribution as part of that particular collective work, any revision of that collective work, and any later collective work in the same series.

(d)
Transfer of Ownership.—

(1)
The ownership of a copyright may be transferred in whole or in part by any means of conveyance or by operation of law, and may be bequeathed by will or pass as personal property by the applicable laws of intestate succession.

(2)
Any of the exclusive rights comprised in a copyright, including any subdivision of any of the rights specified by section 106, may be transferred as provided by clause (1) and owned separately. The owner of any particular exclusive right is entitled, to the extent of that right, to all of the protection and remedies accorded to the copyright owner by this title.

(e)
Involuntary Transfer.—When an individual author’s ownership of a copyright, or of any of the exclusive rights under a copyright, has not previously been transferred voluntarily by that individual author, no action by any governmental body or other official or organization purporting to seize, expropriate, transfer, or exercise rights of ownership with respect to the copyright, or any of the exclusive rights under a copyright, shall be given effect under this title, except as provided under title 11.

7. Copyright Act, 17 U.S.C. § 203.  Termination of transfers and licenses granted by the author.

8. Copyright Act, 17 U.S.C. § 204.  Execution of transfers of copyright ownership.

9. Roth Greeting Cards v. United Card Company, 429 F.2d 1106 (1970).  p.409.

Action for infringement of copyrighted greeting cards. From a judgment of the United States District Court the plaintiff appealed. The Court of Appeals held, inter alia, that evidence including showing of defendant's access to plaintiff's copyrighted greeting cards and that it was defendant's practice to look at cards produced by other companies and make similar cards for sale under defendant's label, together with marked similarity between the cards on which infringement action was brought established that defendant's cards considered as combined compositions of art and text infringed plaintiff's cards.

Reversed and remanded.

10. Community for Creative Non-Violence et al. v. Reid, 490 U.S. 730 (1989).  p.414.

Association to combat homelessness and agent brought action against sculptor to establish copyright ownership of sculpture "Third World America." The United States District Court found association to be owner of copyright. Sculptor appealed. The Court of Appeals reversed and remanded. Certiorari was granted. The Supreme Court held that sculptor was independent contractor, rather than employee, of association and, thus, statue was not work for hire.

Court of Appeals affirmed.

a. Notes

A work can be a “work for hire” if the employer and employee agree to it or it may be so if it were commissioned in an express agreement between the parties who specifically agree to it in writing.

In the case of a work made for hire, the employer or other person for whom the work was prepared is considered the author for purposes of this title… 17 U.S.C. § 101.
A sculpture was commissioned and the artist and the community group/employer differed in terms of the agreement between them.  The community group assisted with finding models, gave its input on materials, opted for shopping carts instead of luggage and wanted the arrangement huddled over a great.  The group conceived the basic ‘idea,’ further suggested race and ethnicity of the portrayed characters and insisted on timelines, monitoring, budgets and other details.  CCNB made the grate and pedestal upon which the sculpture was to be mounted.  Finally, they selected the title and location for the display.

Under the control test, the party claiming to be the employer must be able to demonstrate ability to control or must exercise actual control over the creation of the work.  A stringent test involved a more restrictive approach – qualifying only formal salaried employees.

The court rejected the control test, in as much as the right to control itself is not dispositive.  If you have a right and ability to control the work alone then part two makes it possible to control the work alone.

The court further rejects the restrictive approach since “employee” is not explicitly defined in the statute.  It appears that there is not a “work for hire” situation.  Factors in Reid’s favor include:

· Were the tools and location of the work in the hands of the worker

· Were the skills required outside of the everyday for the commissioner of the project

· What duration of the relationship was there?

· Was there a right to assign additional projects?

· Was there discretion over the hours worked?

· Is the work a part of the regular business of the hiring party?

· Is the hiring party in business?

· Were taxes withheld?

· Were employee benefits paid?

So the court is reluctant to grant CCNV the right of authorship.  However, it considers the “joint authorship” of the work.  Under joint authorship, the rewards and remuneration of the work must be divvied up between the joint authors.  Any one of the joint authors may independently license the work.

A "joint work" is a work prepared by two or more authors with the intention that their contributions be merged into inseparable or interdependent parts of a unitary whole. 17 U.S.C. § 101.
Ultimately the main party at CCNV passed away and the group lost energy in the claim.  The sculpture ultimately received partial rights to reproduce in as much as he was required to distance himself from CCNV.

D. EXCLUSIVE RIGHT TO COPY

1. Copyright Act, 17 U.S.C. § 101.  Definitions.

Except as otherwise provided in this title, as used in this title, the following terms and their variant forms mean the following:

"Copies" are material objects, other than phonorecords, in which a work is fixed by any method now known or later developed, and from which the work can be perceived, reproduced, or otherwise communicated, either directly or with the aid of a machine or device. The term "copies" includes the material object, other than a phonorecord, in which the work is first fixed.

2. Copyright Act, 17 U.S.C. § 302.  Duration of copyright: Works created on or after January 1, 1978.

3. Copyright Act, 17 U.S.C. § 303.  Duration of copyright: Works created but not published or copyrighted before January 1, 1978.

4. Copyright Act, 17 U.S.C. § 304.  Duration of copyright: Subsisting copyrights.

5. Copyright Act, 17 U.S.C. § 305.  Duration of copyright: Terminal date.

6. TABLE: Duration of Copyright Protection

TABLE 4-1

Duration of Copyright Protection

Date work created
Protected from
Term of protection*

Created January 1, 1978, or thereafter
When the work is fixed in a tangible medium of expression
Life of the author +70 years or if work of corporate, anonymous, pseudonymous entity,  or if work for hire, 95 years from publication, or 120 years from creation, whichever is less

Published between beginning of 1964 and end of 1977
When published with notice
28 years for first term; automatic extension of 67 years for second term

Published between 1923 and end of 1963
When published with notice
28 years for first term; could be renewed for 67 years; if not so renewed, now in public domain

Created before January 1, 1978 but not yet published
January 1, 1978, the effective date of the 1976 Act which eliminated common law copy right protection
Life of the author plus 70 years or at least until 2003 if the work remains unpublished.  If the work is published by 2003, term expires in 2048.

Sound recordings created prior to February 15, 1972
Depends upon treatment under applicable state law.  “Any rights or remedies [for such works] under the common law or statutes of any State shall not be annulled or limited by this title until February 15, 2047.”  17 U.S.C. § 301(c).

* Copyright terms run until the end of the calendar year in which they would otherwise expire.

7. Arnstein v. Porter, 154 F.2d 464 (1946).  p.434

Appeal from the District Court of the United States. Action by Ira B. Arnstein against Cole Porter for infringement of copyrights, infringement of right to uncopyrighted musical compositions and wrongful use of the titles of others. From a judgment dismissing action on defendant's motion for summary judgment, the plaintiff appeals.

Modified in part; otherwise reversed and remanded.

Absent the factors which make up res judicata (not present here), each case must stand on its own bottom, subject, of course, to the doctrine of stare decisis. Succumbing to the temptation to consider other defeats suffered by a party may lead a court astray. When a particular suit is vexations, sometimes at its conclusion the court can give some redress to the victorious party. Perhaps the Legislature can and should meet this problem more effectively. But we surely must not do so, as defendant here would have us do, by prejudging the merits of the case before us.

'That one reasonably may surmise that the plaintiff is unlikely to prevail upon a trial, is not a sufficient basis for refusing him his day in court with respect to issues which are not showing to be sham, frivolous, or so unsubstantial that it would obviously be futile to try them.'

Modified in part; otherwise reversed and remanded.

a. Notes

Arnstein says that Cole Porter plagiarized his songs.  Arnstein’s songs were played in a remote bar that Cole Porter had never attended.  The District Court dismissed Arnstein’s claims saying they were outlandish.  The Court of Appeals reversed.  There is a two step approach employed by the court here:

· Objective – Actual Copying?  Expert testimony, direct and circumstantial evidence that copying took place.

Was there direct evidence of copying? Alternatively, there may be a showing of access and substantial similarity between the defendant’s work and the plaintiff’s work.  This is related to the market displacement test.

· Subjective – Impermissible?
· “Improper Appropriation”

· “Substantial Similarity”

Expert testimony was permitted in the first question of actual copying but not in the second question.  Whether or not there is actual copying is a question of law.  Whether or not the copying is impermissible is a question of fact to be decided by a jury.  Thus an expert can not inform the subjective opinion of the jury.  The subjective opinion is a community determination of whether what the defendant took a part of the plaintiff’s market.

The defendant may win at summary judgment if he/she can demonstrate that they had no possible contact or exposure to plaintiff’s work.  There is no infringement if there is no actual copying of the plaintiff’s work.  Unlike patent law, infringement only takes place for a taking from the plaintiff’s work.

8. Nichols v. Universal Pictures Corporation, 45 F.2d 119 (1930).  p.442.

Appeal from the District Court of the United States. Suit by Anne Nichols against Universal Pictures Corporation and others for the infringement of a copyright. Decree of dismissal and plaintiff appeals.

Affirmed.

A comedy based upon conflicts between Irish and Jews, into which the marriage of their children enters, is no more susceptible of copyright than the outline of Romeo and Juliet.

a. Notes

Nichols develops a story line about star cross lovers.  One is Irish, one is Jewish, and there are family differences, marriage, and children.  Therein the similarities in the stories ends.

The plaintiff sues claiming that the defendant’s play infringes.  The court said there was no infringement although there was copying in the idea in the story of conflict and love between families and cultures.  The court assumes arguendo that something was taken from the plaintiff in order of completing the summary judgment standard analysis enunciated in Arnstein.

The plaintiff does not claim literal infringement exclusively, but infringement of characters and plot sequence.  The court says, “we are rather concerned with the line between expression and what is expressed. As respects plays, the controversy chiefly centers upon the characters and sequence of incident, these being the substance.”  The portrayal of characters and plot sequence are not atypical – they reside in the public domain such that the stereotypes fall under the scenes a faire doctrine.

Copyright is for the purpose of encouraging people to express themselves, however, it is not intended to encroach on the public domain.  Public domain elements are unprotectable.

b. Ideas/Expression Dichotomy Revisited

“It is of course essential to any protection of literary property, whether at common-law or under the statute, that the right cannot be limited literally to the text, else a plagiarist would escape by immaterial variations. That has never been the law, but, as soon as literal appropriation ceases to be the test, the whole matter is necessarily at large, so that, as was recently well said by a distinguished judge, the decisions cannot help much in a new case. When plays are concerned, the plagiarist may excise a separate scene or he may appropriate part of the dialogue. Then the question is whether the part so taken is 'substantial,' and therefore not a 'fair use' of the copyrighted work; it is the same question arises in the case of any other copyrighted work. But when the plagiarist does not take out a block in suit, but an abstract of the whole, decision is more troublesome. Upon any work, and especially upon a play, a great number of patterns of increasing generality will fit equally well, as more and more of the incident is left out. The last may perhaps be no more than the most general statement of what the play is about, and at times might consist only of its title; but there is a point in this series of abstractions where they are no longer protected, since otherwise the playwright could prevent the use of his 'ideas,' to which, apart from their expression, his property is never extended.”

Ideas are abstract and unprotectable, however as ideas manifest in elements of unique expression and as these elements depart from the public domain, the protectability of the work increases.  There is no hard and fast line between the idea and the expression dichotomy.

9. Steinberg v. Columbia Pictures Industries, Inc., 663 F.Supp. 706 (1987).  p.449.

Artist brought actions against producers, promoters, distributers and advertisers of motion picture "Moscow on the Hudson," alleging promotional poster for motion picture infringed artist's copyright on illustration that appeared on cover of March 29, 1976 issue of The New Yorker. Defendants moved for summary judgment and plaintiff cross-moved for summary judgment. The District Court held that: (1) promotional poster for motion picture infringed copyright on magazine illustration; (2) defendants failed to prove defense of estoppel; and (3) defendants failed to prove defense of laches.

Ordered accordingly.

To succeed in a copyright infringement action, a plaintiff must prove ownership of the copyright and copying by the defendant. There is no substantial dispute concerning plaintiff's ownership of a valid copyright in his illustration. Therefore, in order to prevail on liability, plaintiff need establish only the second element of the cause of action.

"Because of the inherent difficulty in obtaining direct evidence of copying, it is usually proved by circumstantial evidence of access to the copyrighted work and substantial similarities as to protectible material in the two works." Reyher citing Arnstein v. Porter. "Of course, if there are no similarities, no amount of evidence of access will suffice to prove copying." Arnstein v. Porter.
Defendants' access to plaintiff's illustration is established beyond peradventure. Therefore, the sole issue remaining with respect to liability is whether there is such substantial similarity between the copyrighted and accused works as to establish a violation of plaintiff's copyright. The central issue of "substantial similarity," which can be considered a close question of fact, may also validly be decided as a question of law. 

"Substantial similarity" is an elusive concept. This circuit has recently recognized that the "substantial similarity" that supports an inference of copying sufficient to establish infringement of a copyright is not a concept familiar to the public at large. It is a term to be used in a courtroom to strike a delicate balance between the protection to which authors are entitled under an act of Congress and the freedom that exists for all others to create their works outside the area protected by infringement.

The definition of "substantial similarity" in this circuit is "whether an average lay observer would recognize the alleged copy as having been appropriated from the copyrighted work." A plaintiff need no longer meet the severe "ordinary observer" test established by Judge Learned Hand in Peter Pan Fabrics, Inc. Under Judge Hand's formulation, there would be substantial similarity only where "the ordinary observer, unless he set out to detect the disparities, would be disposed to overlook them, and regard their aesthetic appeal as the same."

Moreover, it is now recognized that "the copying need not be of every detail so long as the copy is substantially similar to the copyrighted work." 

In determining whether there is substantial similarity between two works, it is crucial to distinguish between an idea and its expression. It is an axiom of copyright law, established in the case law and since codified at 17 U.S.C. § 102(b), that only the particular expression of an idea is protectible, while the idea itself is not.

"The idea/expression distinction, although an imprecise tool, has not been abandoned because we have as yet discovered no better way to reconcile the two competing societal interests that provide the rationale for the granting of and restrictions on copyright protection," namely, both rewarding individual ingenuity, and nevertheless allowing progress and improvements based on the same subject matter by others than the original author.

"A party seeking to invoke the doctrine of estoppel must plead and prove each of the essential elements: (1) a representation of fact ...; (2) rightful reliance thereon; and (3) injury or damage ... resulting from denial by the party making the representation." 

Defendants have not established even the first of these elements. They argue that plaintiff's alleged silence during the course of their advertisement campaign constitutes a sufficient representation of his acquiescence to meet the first requirement of the doctrine. As noted above, however, plaintiff did not remain silent, and the record shows that defendants, despite their awareness of his objections, continued to promote the film with the same advertisements and subsequently released a videocassette version of "Moscow" using the same promotional design. Defendants overlook, moreover, that silence or inaction, in the absence of any duty or relationship between the parties, cannot give rise to an estoppel.  No such duty existed here.

Defendants have likewise failed to establish the defense of laches. The party asserting laches must show that the opposing party "did not assert her or their rights diligently, and that such asserted lack of diligence ... resulted in prejudice to them." In Lottie Joplin, the Second Circuit held that a gap of approximately half a year between the publication of the allegedly infringing work and the institution of the lawsuit did not constitute a delay sufficient to establish a claim of laches. In this case, defendants were informed within weeks of plaintiff's disapproval of their poster; moreover, they have presented no evidence that, even if they had acknowledged any awareness of plaintiff's reaction, they would in any way have modified their subsequent actions. Consequently, they have failed to prove prejudice to themselves.

a. Notes

Saul Steinberg copy artist for the New Yorker Magazine cover page brought a claim against Columbia Pictures poster image for the movie, Moscow on the Hudson.  The Columbia Pictures executives admit that the poster artists were instructed to make reference to the New Yorker cover page.  So the access requirement was met.  Having decided access, the improper appropriation and substantial similarity is examined.

The court here adopted a “striking similarity” approach.  If there is striking similarity then there is an inference of access.

Expression
Idea/Unprotected

Subjectively, the court looked to the details of the poster:

· the artistic style

· the layout of the city blocks

· the spiky lettering

· the perspective, and

· the particular buildings used.
· Empire State Building!

· Attributes required by the New York theme

· Map of the world from myopic New York perspective.



The defendant in this case makes a scenes a faire doctrine argument.  The plaintiff’s claim is that the poster infringed on the specific way in which the portrayal of New York was drawn.  The court acknowledges that this is a fake intersection in New York.

E. EXCLUSIVE RIGHTS – DERIVATIVE WORK, PUBLIC PERFORMANCE AND DISPLAY, MORAL RIGHTS, CONTRIBUTORY INFRINGEMENT, DIGITAL PIRACY

1. Copyright Act, 17 U.S.C. § 101.  Definitions.

A "derivative work" is a work based upon one or more preexisting works, such as a translation, musical arrangement, dramatization, fictionalization, motion picture version, sound recording, art reproduction, abridgment, condensation, or any other form in which a work may be recast, transformed, or adapted. A work consisting of editorial revisions, annotations, elaborations, or other modifications which, as a whole, represent an original work of authorship, is a "derivative work".

To "display" a work means to show a copy of it, either directly or by means of a film, slide, television image, or any other device or process or, in the case of a motion picture or other audiovisual work, to show individual images nonsequentially.

To "perform" a work means to recite, render, play, dance, or act it, either directly or by means of any device or process or, in the case of a motion picture or other audiovisual work, to show its images in any sequence or to make the sounds accompanying it audible.

"Publication" is the distribution of copies or phonorecords of a work to the public by sale or other transfer of ownership, or by rental, lease, or lending. The offering to distribute copies or phonorecords to a group of persons for purposes of further distribution, public performance, or public display, constitutes publication. A public performance or display of a work does not of itself constitute publication.

To perform or display a work "publicly" means--

(1) to perform or display it at a place open to the public or at any place where a substantial number of persons outside of a normal circle of a family and its social acquaintances is gathered; or

(2) to transmit or otherwise communicate a performance or display of the work to a place specified by clause (1) or to the public, by means of any device or process, whether the members of the public capable of receiving the performance or display receive it in the same place or in separate places and at the same time or at different times.

A "work of visual art" is--

(1) a painting, drawing, print, or sculpture, existing in a single copy, in a limited edition of 200 copies or fewer that are signed and consecutively numbered by the author, or, in the case of a sculpture, in multiple cast, carved, or fabricated sculptures of 200 or fewer that are consecutively numbered by the author and bear the signature or other identifying mark of the author; or

(2) a still photographic image produced for exhibition purposes only, existing in a single copy that is signed by the author, or in a limited edition of 200 copies or fewer that are signed and consecutively numbered by the author.

A work of visual art does not include--

(A)(i) any poster, map, globe, chart, technical drawing, diagram, model, applied art, motion picture or other audiovisual work, book, magazine, newspaper, periodical, data base, electronic information service, electronic publication, or similar publication;

(ii) any merchandising item or advertising, promotional, descriptive, covering, or packaging material or container;

(iii) any portion or part of any item described in clause (i) or (ii);

(B) any work made for hire; or

(C) any work not subject to copyright protection under this title.

2. Copyright Act, 17 U.S.C. § 103(a).  Subject matter of copyright: Compilations and derivative works.

(a)
The subject matter of copyright as specified by section 102 includes compilations and derivative works, but protection for a work employing preexisting material in which copyright subsists does not extend to any part of the work in which such material has been used unlawfully.
3. Midway Mfg. Co. v. Artic International, Inc., 704 F.2d 1009 (1983).  p.464.

Owner of copyrights in video games brought infringement action against seller of printed circuit boards for use inside video game machines, alleging that defendant's sale of two circuit boards that sped up rate of play of copyrighted video games infringed plaintiff's copyrights in such video games. The United States District Court granted plaintiff's motion for preliminary injunction and denied defendant's motion for summary judgment, and defendant appealed. The Court of Appeals held that: (1) video games are copyrightable as audiovisual works under 1976 Copyright Act; (2) 1976 Copyright Act applied to plaintiff's video games; (3) even if Japanese company from which plaintiff purchased copyrights published audiovisual works in Japan without notice of copyright, copyrights were valid; and (4) speeded-up video game created by licensee with circuit boards supplied by defendant was derivative work based upon copyrighted video game and therefore defendant's selling plaintiff's licensees circuit boards that sped up rate of play of plaintiff's video games was infringement of plaintiff's copyrights.

Affirmed.

a. Notes

Midway is a video arcade game manufacturer.  Arctic has developed a circuit accelerator.  The end user or owner of the arcade has incorporated the circuit into the arcade games.  Plaintiff claims that the accelerated game is an infringement.  It’s not clear to what extent, but a derivative work needs to be fixed in order to be worthy of protection.  The court finds that the modifications are not fixed and thus not protectable.  Does the accelerated version of the game create a new and monopolizable market that the owner should have entitle to a share in.  Has a new market opened up.  Can the copyright owner take advantage of that.

The court notes that an accelerated version of a game does not necessarily constitute a derivative work which infringes.  The element of analysis reduces to whether there is an economic impact on the owner of the copyright.  Does the derivative work impact on the existing market of the copyright holder or does it open up a whole new market.

In Litchfield v. Spielberg, the court stated that to have infringement of the derivative work right, the plaintiff has to show some work that is substantially similar in expression to the plaintiffs work.  This is the same analysis as in the reproduction right schema.

4. Mirage Editions, Inc. v. Albuquerque A.R.T. Co., 856 F.2d 1341 (1988).  Supp.13.

Copyright owners brought suit against tile seller who transferred artworks from a commemorative book to individual ceramic tiles for sale to public. The United States District Court for the Central District of California granted summary judgment in favor of the copyright holders. Tile seller appealed. The Court of Appeals held that: (1) the tiles made by the seller, when it removed prints or print pages from books and mounted them on the tiles, were "derivative works" and infringed the copyrights, and (2) the "first sale" doctrine did not apply to the preparation of derivative works.

Affirmed.

5. Lee v. A.R.T. Co., 125 F.3d 580 (1997).  Supp.15

Artist which held copyrights in notecard designs and lithographs brought infringement action against company which [purchased and] mounted artist's [individual] works onto ceramic tiles [in a fashion not unlike framing pictures]. The United States District Court for the Northern District of Illinois entered summary judgment for company, and artist appealed. The Court of Appeals held that company's ceramic tiles were not "derivative works" under Copyright Act.

Affirmed.

6. Copyright Act, 17 U.S.C. § 106.  Exclusive rights in copyrighted works.

Subject to sections 107 through 121, the owner of copyright under this title has the exclusive rights to do and to authorize any of the following:

(1)
to reproduce the copyrighted work in copies or phonorecords;

(2)
to prepare derivative works based upon the copyrighted work;

(3)
to distribute copies or phonorecords of the copyrighted work to the public by sale or other transfer of ownership, or by rental, lease, or lending;

(4)
in the case of literary, musical, dramatic, and choreographic works, pantomimes, and motion pictures and other audiovisual works, to perform the copyrighted work publicly;

(5)
in the case of literary, musical, dramatic, and choreographic works, pantomimes, and pictorial, graphic, or sculptural works, including the individual images of a motion picture or other audiovisual work, to display the copyrighted work publicly; and

(6)
in the case of sound recordings, to perform the copyrighted work publicly by means of a digital audio transmission.
a. Notes

The copyright holder holds the right to distribute their intellectual property.  However, under § 109(a), the owner of a copy is entitled to sell or otherwise dispose of the possession of that copy or phonorecord.  This is the first sale doctrine.  However, it does not apply to the renting out of software.

Subdivision (6) specifically refers to Internet transmissions of digital audio.  The subdivision entitles copyright holders to an exclusive right to perform digital transmissions.  This is especially important because digital audio transmission are nearly perfect copies of the work.

7. Copyright Act, 17 U.S.C. § 109.  Limitations on exclusive rights: Effect of transfer of particular copy or phonorecord.

(a)
Notwithstanding the provisions of section 106(3), the owner of a particular copy or phonorecord lawfully made under this title, or any person authorized by such owner, is entitled, without the authority of the copyright owner, to sell or otherwise dispose of the possession of that copy or phonorecord. Notwithstanding the preceding sentence, copies or phonorecords of works subject to restored copyright under section 104A that are manufactured before the date of restoration of copyright or, with respect to reliance parties, before publication or service of notice under section 104A(e), may be sold or otherwise disposed of without the authorization of the owner of the restored copyright for purposes of direct or indirect commercial advantage only during the 12-month period beginning on—

(1)
the date of the publication in the Federal Register of the notice of intent filed with the Copyright Office under section 104A(d)(2)(A), or

(2)
the date of the receipt of actual notice served under section 104A(d)(2)(B),

whichever occurs first.

(b)
(1) (A) Notwithstanding the provisions of subsection (a), unless authorized by the owners of copyright in the sound recording or the owner of copyright in a computer program (including any tape, disk, or other medium embodying such program), and in the case of a sound recording in the musical works embodied therein, neither the owner of a particular phonorecord nor any person in possession of a particular copy of a computer program (including any tape, disk, or other medium embodying such program), may, for the purposes of direct or indirect commercial advantage, dispose of, or authorize the disposal of, the possession of that phonorecord or computer program (including any tape, disk, or other medium embodying such program) by rental, lease, or lending, or by any other act or practice in the nature of rental, lease, or lending. Nothing in the preceding sentence shall apply to the rental, lease, or lending of a phonorecord for nonprofit purposes by a nonprofit library or nonprofit educational institution. The transfer of possession of a lawfully made copy of a computer program by a nonprofit educational institution to another nonprofit educational institution or to faculty, staff, and students does not constitute rental, lease, or lending for direct or indirect commercial purposes under this subsection.

(B)
This subsection does not apply to—

(i)
a computer program which is embodied in a machine or product and which cannot be copied during the ordinary operation or use of the machine or product; or

(ii)
a computer program embodied in or used in conjunction with a limited purpose computer that is designed for playing video games and may be designed for other purposes.

(C)
Nothing in this subsection affects any provision of chapter 9 of this title.

(2)
(A) Nothing in this subsection shall apply to the lending of a computer program for nonprofit purposes by a nonprofit library, if each copy of a computer program which is lent by such library has affixed to the packaging containing the program a warning of copyright in accordance with requirements that the Register of Copyrights shall prescribe by regulation.

(B) Not later than three years after the date of the enactment of the Computer Software Rental Amendments Act of 1990, and at such times thereafter as the Register of Copyrights considers appropriate, the Register of Copyrights, after consultation with representatives of copyright owners and librarians, shall submit to the Congress a report stating whether this paragraph has achieved its intended purpose of maintaining the integrity of the copyright system while providing nonprofit libraries the capability to fulfill their function. Such report shall advise the Congress as to any information or recommendations that the Register of Copyrights considers necessary to carry out the purposes of this subsection.

(3)
Nothing in this subsection shall affect any provision of the antitrust laws. For purposes of the preceding sentence, “antitrust laws” has the meaning given that term in the first section of the Clayton Act and includes section 5 of the Federal Trade Commission Act to the extent that section relates to unfair methods of competition.

(4)
Any person who distributes a phonorecord or a copy of a computer program (including any tape, disk, or other medium embodying such program) in violation of paragraph (1) is an infringer of copyright under section 501 of this title and is subject to the remedies set forth in sections 502, 503, 504, 505, and 509. Such violation shall not be a criminal offense under section 506 or cause such person to be subject to the criminal penalties set forth in section 2319 of title 18.

(c)
Notwithstanding the provisions of section 106(5), the owner of a particular copy lawfully made under this title, or any person authorized by such owner, is entitled, without the authority of the copyright owner, to display that copy publicly, either directly or by the projection of no more than one image at a time, to viewers present at the place where the copy is located.
(d)
The privileges prescribed by subsections (a) and (c) do not, unless authorized by the copyright owner, extend to any person who has acquired possession of the copy or phonorecord from the copyright owner, by rental, lease, loan, or otherwise, without acquiring ownership of it.

(e)
Notwithstanding the provisions of sections 106(4) and 106(5), in the case of an electronic audiovisual game intended for use in coin-operated equipment, the owner of a particular copy of such a game lawfully made under this title, is entitled, without the authority of the copyright owner of the game, to publicly perform or display that game in coin-operated equipment, except that this subsection shall not apply to any work of authorship embodied in the audiovisual game if the copyright owner of the electronic audiovisual game is not also the copyright owner of the work of authorship.

8. Copyright Act, 17 U.S.C. § 110.  Limitations on exclusive rights: Exemption of certain performances and displays.

Notwithstanding the provisions of section 106, the following are not infringements of copyright:

(1) performance or display of a work by instructors or pupils in the course of face-to-face teaching activities of a nonprofit educational institution, in a classroom or similar place devoted to instruction, unless, in the case of a motion picture or other audiovisual work, the performance, or the display of individual images, is given by means of a copy that was not lawfully made under this title, and that the person responsible for the performance knew or had reason to believe was not lawfully made…

9. Moral Rights, Contributory Infringement, Digital Piracy.  p.478.

The Anglo-American tradition of copyright is utilitarian based.  In order to gain acceptability in the international community, the U.S. integrated moral rights sentiments into the copyright act as per the Berne Convention.  Much of the rest of the world imbues a sense of moral rights in the works of an author.  The moral rights protection is enunciated in § 106A.  There are two elements:

· Attribution:  This work came of the author and the author can not be denied their entitlement to their work.

· Integrity:  Distortion, destruction, or mutilation of the works of an author is thought to be a personal assault or harm.

10. Copyright Act, 17 U.S.C. § 106A.  Rights of certain authors to attribution and integrity.

(a)
Rights of attribution and integrity.—Subject to section 107 and independent of the exclusive rights provided in section 106, the author of a work of visual art—

(1)
shall have the right—

(A)
to claim authorship of that work, and

(B)
to prevent the use of his or her name as the author of any work of visual art which he or she did not create;

(2)
shall have the right to prevent the use of his or her name as the author of the work of visual art in the event of a distortion, mutilation, or other modification of the work which would be prejudicial to his or her honor or reputation; and

(3)
subject to the limitations set forth in section 113(d), shall have the right—

(A)
to prevent any intentional distortion, mutilation, or other modification of that work which would be prejudicial to his or her honor or reputation, and any intentional distortion, mutilation, or modification of that work is a violation of that right, and

(B)
to prevent any destruction of a work of recognized stature, and any intentional or grossly negligent destruction of that work is a violation of that right.

(b)
Scope and exercise of rights.—Only the author of a work of visual art has the rights conferred by subsection (a) in that work, whether or not the author is the copyright owner. The authors of a joint work of visual art are coowners of the rights conferred by subsection (a) in that work.

(c)
Exceptions.--(1) The modification of a work of visual art which is a result of the passage of time or the inherent nature of the materials is not a distortion, mutilation, or other modification described in subsection (a)(3)(A).

(2) The modification of a work of visual art which is the result of conservation, or of the public presentation, including lighting and placement, of the work is not a destruction, distortion, mutilation, or other modification described in subsection (a)(3) unless the modification is caused by gross negligence.

(3)
The rights described in paragraphs (1) and (2) of subsection (a) shall not apply to any reproduction, depiction, portrayal, or other use of a work in, upon, or in any connection with any item described in subparagraph (A) or (B) of the definition of “work of visual art” in section 101, and any such reproduction, depiction, portrayal, or other use of a work is not a destruction, distortion, mutilation, or other modification described in paragraph (3) of subsection (a).

(d)
Duration of rights.--(1) With respect to works of visual art created on or after the effective date set forth in section 610(a) of the Visual Artists Rights Act of 1990, the rights conferred by subsection (a) shall endure for a term consisting of the life of the author.

(2) With respect to works of visual art created before the effective date set forth in section 610(a) of the Visual Artists Rights Act of 1990, but title to which has not, as of such effective date, been transferred from the author, the rights conferred by subsection (a) shall be coextensive with, and shall expire at the same time as, the rights conferred by section 106.

(3)
In the case of a joint work prepared by two or more authors, the rights conferred by subsection (a) shall endure for a term consisting of the life of the last surviving author.

(4)
All terms of the rights conferred by subsection (a) run to the end of the calendar year in which they would otherwise expire.

(e)
Transfer and waiver.--(1) The rights conferred by subsection (a) may not be transferred, but those rights may be waived if the author expressly agrees to such waiver in a written instrument signed by the author. Such instrument shall specifically identify the work, and uses of that work, to which the waiver applies, and the waiver shall apply only to the work and uses so identified. In the case of a joint work prepared by two or more authors, a waiver of rights under this paragraph made by one such author waives such rights for all such authors.

(2) Ownership of the rights conferred by subsection (a) with respect to a work of visual art is distinct from ownership of any copy of that work, or of a copyright or any exclusive right under a copyright in that work. Transfer of ownership of any copy of a work of visual art, or of a copyright or any exclusive right under a copyright, shall not constitute a waiver of the rights conferred by subsection (a). Except as may otherwise be agreed by the author in a written instrument signed by the author, a waiver of the rights conferred by subsection (a) with respect to a work of visual art shall not constitute a transfer of ownership of any copy of that work, or of ownership of a copyright or of any exclusive right under a copyright in that work.

11. Digital Piracy & DMCA

The Digital Millennium Copyright Act has created new exclusive right for a copyright holder – the right of anti-circumvention (17 U.S.C. 1201) and the right of protection of rights management (17 U.S.C. 1202).

F. INTRODUCTION TO FAIR USE

1. 17 U.S.C. § 107.  Limitations on Exclusive Rights: Fair Use.

Notwithstanding the provisions of sections 106 and 106A, the fair use of a copyrighted work, including such use by reproduction in copies or phonorecords or by any other means specified by that section, for purposes such as criticism, comment, news reporting, teaching (including multiple copies for classroom use), scholarship, or research, is not an infringement of copyright. In determining whether the use made of a work in any particular case is a fair use the factors to be considered shall 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 of the copyrighted work;

(3)
the amount and substantiality 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.
The fact that a work is unpublished shall not itself bar a finding of fair use if such finding is made upon consideration of all the above factors.

a. Notes

When examining the following cases, keep in mind that the central purpose of copyright is to yield a public good.  The benefit to the author for his/her creative efforts is secondary.  Have the courts adequately balanced these sometimes antagonistic concepts?

2. Harper & Row, Publishers, Inc., et al. v. Nation Enterprises et al., 471 U.S. 539 (1985).  p.491.

Copyright infringement action was brought arising out of magazine's unauthorized publication of verbatim quotes from President Ford's memoirs. The United States District Court entered judgment in favor of copyright holders. The United States Court of Appeals reversed the District Court's finding of infringement, holding that defendant magazine's act was sanctioned as a "fair use" of the copyrighted material, and copyright holders petitioned for a writ of certiorari. The Supreme Court, Justice O'Connor, held that magazine's unauthorized publication of verbatim quotes from essentially the "heart" of unpublished presidential memoirs, which was intended to supplant copyright holders' commercially valuable right of first publication, was not a "fair use" within meaning of Copyright Revision Act.

Reversed and remanded.

Petitioners brought suit in Federal District Court against respondent publishers of The Nation, alleging, inter alia, violations of the Copyright Act (Act). The District Court held that the Ford memoirs were protected by copyright at the time of The Nation publication and that respondents' use of the copyrighted material constituted an infringement under the Act, and the court awarded actual damages of $12,500. The Court of Appeals reversed, holding that The Nation's publication of the 300 to 400 words it identified as copyrightable expression was sanctioned as a "fair use" of the copyrighted material under § 107 of the Act. Section 107 provides that notwithstanding the provisions of § 106 giving a copyright owner the exclusive right to reproduce the copyrighted work and to prepare derivative works based on the copyrighted work, the fair use of a copyrighted work for purposes such as comment and news reporting is not an infringement of copyright. Section 107 further provides that in determining whether the use was fair the factors to be considered shall include: (1) the purpose and character of the use; (2) the nature of the copyrighted work; (3) the substantiality of the portion used in relation to the copyrighted work as a whole; and (4) the effect on the potential market for or value of the copyrighted work.

Held: The Nation's article was not a "fair use" sanctioned by § 107.

(a) In using generous verbatim excerpts of Mr. Ford's unpublished expression to lend authenticity to its account of the forthcoming memoirs, The Nation effectively arrogated to itself the right of first publication, an important marketable subsidiary right.

(b) Though the right of first publication, like other rights enumerated in § 106, is expressly made subject to the fair use provisions of § 107, fair use analysis must always be tailored to the individual case. The nature of the interest at stake is highly relevant to whether a given use is fair. The unpublished nature of a work is a key, though not necessarily determinative, factor tending to negate a defense of fair use. And under ordinary circumstances, the author's right to control the first public appearance of his undisseminated expression will outweigh a claim of fair use.

(c) In view of the First Amendment's protections embodied in the Act's distinction between copyrightable expression and uncopyrightable facts and ideas, and the latitude for scholarship and comment traditionally afforded by fair use, there is no warrant for expanding, as respondents contend should be done, the fair use doctrine to what amounts to a public figure exception to copyright. Whether verbatim copying from a public figure's manuscript in a given case is or is not fair must be judged according to the traditional equities of fair use.

(d) Taking into account the four factors enumerated in § 107 as especially relevant in determining fair use, leads to the conclusion that the use in question here was not fair. (i) The fact that news reporting was the general purpose of The Nation's use is simply one factor. While The Nation had every right to be the first to publish the information, it went beyond simply reporting uncopyrightable information and actively sought to exploit the headline value of its infringement, making a "news event" out of its unauthorized first publication. The fact that the publication was commercial as opposed to nonprofit is a separate factor tending to weigh against a finding of fair use. Fair use presupposes good faith. The Nation's unauthorized use of the undisseminated manuscript had not merely the incidental effect but the intended purpose of supplanting the copyright holders' commercially valuable right of first publication. (ii) While there may be a greater need to disseminate works of fact than works of fiction, The Nation's taking of copyrighted expression exceeded that necessary to disseminate the facts and infringed the copyright holders' interests in confidentiality and creative control over the first public appearance of the work. (iii) Although the verbatim quotes in question were an insubstantial portion of the Ford manuscript, they qualitatively embodied Mr. Ford's distinctive expression and played a key role in the infringing article. (iv) As to the effect of The Nation's article on the market for the copyrighted work, Time's cancellation of its projected article and its refusal to pay $12,500 were the direct effect of the infringing publication. Once a copyright holder establishes a causal connection between the infringement and loss of revenue, the burden shifts to the infringer to show that the damage would have occurred had there been no taking of copyrighted expression. Petitioners established a prima facie case of actual damage that respondents failed to rebut. More important, to negate a claim of fair use it need only be shown that if the challenged use should become widespread, it would adversely affect the potential market for the copyrighted work. Here, The Nation's liberal use of verbatim excerpts posed substantial potential for damage to the marketability of first serialization rights in the copyrighted work.

Reversed and remanded.

a. Notes

The court finds that the nature of the use is commercial as it goes through the four factor analysis.  News reporting is a classically favored use, however, there was no consent – the manuscript was purloined.  This is an equitable doctrine and the defendants had unclean hands barring them from an equitable remedy. The second factor of § 107 analysis values that the work is unpublished.  The author is entitled to first distribution and there is a strong likelihood of significant economic impact upon the author. Factor three is a measure of quality not quantity here. The fourth factor is about the displacement of demand from the original, pre-public work.

3. Sony Corporation of America v. Universal City Studios, Inc., 464 U.S. 417 (1984).  p.501.

Owners of copyrights on television programs brought copyright infringement action against manufacturers of home videotape recorders. The United States District Court denied all relief sought by copyright owners and entered judgment for manufacturers, and owners appealed. The United States Court of Appeals reversed district court's judgment on copyright claim, and manufacturers petitioned for writ of certiorari. The Supreme Court held that manufacturers of home videotape recorders demonstrated a significant likelihood that substantial numbers of copyright holders who licensed their works for broadcast on free television would not object to having their broadcasts time shifted by private viewers and owners of copyrights on television programs failed to demonstrate that time shifting would cause any likelihood of nonminimal harm to the potential market for, or the value of, their copyrighted works and therefore home videotape recorder was capable of substantial noninfringing uses; thus, manufacturers' sale of such equipment to general public did not constitute contributory infringement of respondents' copyrights.

Reversed.

Even when an entire copyrighted work was recorded, the District Court regarded the copying as fair use "because there is no accompanying reduction in the market for 'plaintiff's original work.'"

"Commerce would indeed be hampered if manufacturers of staple items were held liable as contributory infringers whenever they 'constructively' knew that some purchasers on some occasions would use their product for a purpose which a court later deemed, as a matter of first impression, to be an infringement."

If vicarious liability is to be imposed on petitioners in this case, it must rest on the fact that they have sold equipment with constructive knowledge of the fact that their customers may use that equipment to make unauthorized copies of copyrighted material.

JUSTICE BLACKMUN, dissenting:

If a significant portion of the product's use is noninfringing, the manufacturers and sellers cannot be held contributorily liable for the product's infringing uses. If virtually all of the product's use, however, is to infringe, contributory liability may be imposed; if no one would buy the product for noninfringing purposes alone, it is clear that the manufacturer is purposely profiting from the infringement, and that liability is appropriately imposed. In such a case, the copyright owner's monopoly would not be extended beyond its proper bounds; the manufacturer of such a product contributes to the infringing activities of others and profits directly thereby, while providing no benefit to the public sufficient to justify the infringement.

a. Notes

In the late 1970s and early 1980s, Sony started the marketing of VTRs – Betamax.  Certain copyright holders in television programs sued Sony on grounds of Contributory Infringement because it has sold VTRs to end users for copying television programs.

The court found that the time-shifting practice constituted a fair use of the copyrighted material.  Additionally, the court held that when a defendant was being charged with contributory infringement, there was no basis for a claim if the product has a substantial non-infringing use.  The VTRs had a substantial non-infringing use thus owners in copyright will not be able to sue. “The sale of copying equipment, like the sale of other articles of commerce, does not constitute contributory infringement if the product is widely used for legitimate, unobjectionable purposes. Indeed, it need merely be capable of substantial noninfringing uses.”  If a technology has any single non-infringing use that may be adequate to let it pass.  The ninth circuit did not want to impute knowledge to persons or parties using a technology if it had an infringing application.

4. American Geophysical Union, et al. v. Texaco Inc., 60 F.3d 913 (1994).  p.508.

Publishers of scientific and medical journals brought copyright infringement action against corporation that had made unauthorized copies of copyrighted articles for use of its researchers. The United States District Court ruled that such copying was not fair use and certified ruling for interlocutory appeal. The Court of Appeals held that corporation's copying was not fair use.

Affirmed.

5. Campbell v. Acuff-Rose Music, Inc., 510 U.S. 569 (1994).  p.526.

Holders of copyright to song sued rap music group for copyright infringement. The United States District Court granted summary judgment for rap group, and copyright holders appealed. The Court of Appeals reversed and remanded, based on finding that rap group's parody was not fair use of copyrighted song. Writ of certiorari was granted. The Supreme Court, Justice Souter, held that commercial character of song parody did not create presumption against fair use.

Reversed and remanded.

This Court has only once before even considered whether parody may be fair use, and that time issued no opinion because of the Court's equal division. Suffice it to say now that parody has an obvious claim to transformative value, as Acuff-Rose itself does not deny. Like less ostensibly humorous forms of criticism, it can provide social benefit, by shedding light on an earlier work, and, in the process, creating a new one. We thus line up with the courts that have held that parody, like other comment or criticism, may claim fair use under § 107.

Here, the District Court held, and the Court of Appeals assumed, that 2 Live Crew's "Pretty Woman" contains parody, commenting on and criticizing the original work, whatever it may have to say about society at large. As the District Court remarked, the words of 2 Live Crew's song copy the original's first line, but then "quickly degenerate into a play on words, substituting predictable lyrics with shocking ones ... that derisively demonstrate how bland and banal the Orbison song seems to them." Judge Nelson, dissenting below, came to the same conclusion, that the 2 Live Crew song "was clearly intended to ridicule the white-bread original" and "reminds us that sexual congress with nameless streetwalkers is not necessarily the stuff of romance and is not necessarily without its consequences. The singers (there are several) have the same thing on their minds as did the lonely man with the nasal voice, but here there is no hint of wine and roses." Although the majority below had difficulty discerning any criticism of the original in 2 Live Crew's song, it assumed for purposes of its opinion that there was some.

We have less difficulty in finding that critical element in 2 Live Crew's song than the Court of Appeals did, although having found it we will not take the further step of evaluating its quality. The threshold question when fair use is raised in defense of parody is whether a parodic character may reasonably be perceived. Whether, going beyond that, parody is in good taste or bad does not and should not matter to fair use. As Justice Holmes explained, "it would be a dangerous undertaking for persons trained only to the law to constitute themselves final judges of the worth of a work, outside of the narrowest and most obvious limits.

We think the Court of Appeals was insufficiently appreciative of parody's need for the recognizable sight or sound when it ruled 2 Live Crew's use unreasonable as a matter of law. It is true, of course, that 2 Live Crew copied the characteristic opening bass riff (or musical phrase) of the original, and true that the words of the first line copy the Orbison lyrics. But if quotation of the opening riff and the first line may be said to go to the "heart" of the original, the heart is also what most readily conjures up the song for parody, and it is the heart at which parody takes aim. Copying does not become excessive in relation to parodic purpose merely because the portion taken was the original's heart. If 2 Live Crew had copied a significantly less memorable part of the original, it is difficult to see how its parodic character would have come through.

It was error for the Court of Appeals to conclude that the commercial nature of 2 Live Crew's parody of "Oh, Pretty Woman" rendered it presumptively unfair. No such evidentiary presumption is available to address either the first factor, the character and purpose of the use, or the fourth, market harm, in determining whether a transformative use, such as parody, is a fair one. The court also erred in holding that 2 Live Crew had necessarily copied excessively from the Orbison original, considering the parodic purpose of the use. We therefore reverse the judgment of the Court of Appeals and remand the case for further proceedings consistent with this opinion.

It is so ordered.

G. NAPSTER

1. A&M Records, Inc. v. Napster, Inc., 2001 WL 115033 (2001).  Supp.19.

Record companies and music publishers brought copyright infringement action against Napster, an Internet service that facilitated the transmission and retention of digital audio files by its users. The United States District Court ruled on admissibility of experts' reports and granted preliminary injunction in favor of plaintiffs. Service appealed. The Court of Appeals held that: (1) plaintiffs established prima facie case of direct copyright infringement; (2) users' activities did not amount to fair use of the copyrighted works; (3) plaintiffs demonstrated likelihood of success on merits of contributory infringement claim; (4) plaintiffs demonstrated likelihood of success on merits of vicarious infringement claim; (5) Audio Home Recording Act was inapplicable; (6) plaintiffs raised sufficiently serious questions, and established that balance of hardships tipped in its favor, as to service's claim that it was entitled to "safe harbor" under the Digital Millennium Copyright Act; (7) service did not establish defenses of waiver, implied license, or copyright misuse; (8) preliminary injunction was overbroad; (9) $5 million bond amount was sufficient; and (10) service was not entitled to imposition of compulsory royalties rather than preliminary injunction.

Affirmed in part, reversed in part, and remanded.

a. Notes

In virtually all of the Internet cases, we see discussion of Sony.  The Internet has a variety of infringing and non-infringing uses and they are convoluted.  The music industry sued Napster on counts of contributory infringement and vicarious liability.  The district court granted summary judgment on both counts.  The basis of the contributory infringement claim was that Napster had knowledge of its users file sharing activities which infringed copyrights and it did nothing.  There was no present evidence yet there was the future potential for a substantial non-infringing use.  Contributory infringement is substantiated here because there is a continuing undertaking by Napster as opposed to Sony.  In Sony, court said that you don’t want to impute knowledge, you don’t have contributory infringement, because you don’t want to assume that the manufacture knows who will misuse the technology.  Napster has actual knowledge – it has received notice of infringement from the music industry.  Additionally, it has an ongoing relationship with its users giving it the ability to stop the violators – its actively involved with its users’ misuse.

Vicarious Liability claims sounded in Napsters potential ability to police its users activities despite its complacency.  Direct financial benefit is elementary to vicarious liability.  Napster of course had no income but it did succeed at monetization of the very substantial user base.  Critics have attacked the monetization theory in that it implicates parties without any direct financial benefit.  Basically, anything that makes you popular can bring you direct financial benefit.  Any for-profit organization is in the forefront.

Right and ability to control is indicated in Napster in that the architecture of the search engine enables the company to monitor.  The Napster system does give the company the ability to locate incidents of infringement and it could use this ability to eliminate infringement.  There is enough economic impact as a result of the 87% of Napster files being copyright infringing.

A host of fair use issues exist for Napster in the here and now.  It continues to function with the injunction in effect.  Napster is required to use its search technology to locate infringing material and block off those users holding such material.

2. Hypothetical – Naked Gun 3 ½

Recall Vanity Fair’s cover page of Demi Moore at 8½ months pregnant.  Months later, Naked Gun with Leslie Nielsen came out with a movie poster parodying the Vanity Fair cover page.

Even though the work was transformative there was a commercial use.  Which should prevail in the analysis?  The Naked Gun movies are entirely composed of elements of parody and satire.

V. TRADEMARKS

A. INTRODUCTION; SUBJECT MATTER; DISTINCTIVENESS

Trademark law protects marks and packaging that help the public to identify with a party’s products or services.  By encouraging a party to have a mark it creates a sense of identity with the product.  With identity comes a sense of quality.  The purpose of trademark law is to foster goodwill in ownership.  Trademark and Trade dress claims are based on a tort premise of misappropriation of the identifying marks of others in the market place.  The principle questions asked by the courts are:

· Does the plaintiff have a right in a trademark?  Is there a protectable mark? – Source Indicators:  Has the plaintiff accumulated goodwill in their mark?  When a consumer sees a product and its packaging does an identifying characteristic impart a sense of identity in the manufacturer of the product?

· Has the defendant infringed on the plaintiff’s right?  Is the defendant’s use of a similar mark sufficiently similar as to create a ‘likelihood of confusion’ as to the source or sponsorship?

One of the criticisms of trademarks is that advertising channels designed to generate brand loyalty are economically inefficient allocation of resources.  Nonetheless, trademarks are purposefully intended to protect consumers from misidentification with a product so that they do not purchase product different from the product that the consumer intended to purchase.

One of the key indicators as to whether the plaintiff is eligible for protection is the strength of the mark.  This is also important relative to whether or not the defendant has infringed upon the mark.

Along with traditional infringement analysis, we will examine Anti-Dilution analysis.  This is typical of famous marks such as Coca-Cola.  The attack in this instance is upon infringers who dilute the distinctive value of the mark.

Use of a trademark is a requisite of earning the mark.  There is a caveat to this point.  It is permitted to register a mark with the intention to use a mark (ahead of actual use).  However, the rights to the mark are always dependant on its use.  Thus, a mark can also be abandoned.  A trademark must be policed by the owner of the trademark.  If a party does not adequately police its marks, it is said to acquiesce in its rights to the marks.

Trademarks being historically based on use in the marketplace, the claimant of a trademark may begin to claim protection and register based on an ongoing use of the mark.  When a mark is federally registered, it entitles the registrant to lay claim to the mark nationally.  If the mark is not registered, then it may convey local preeminence.

1. 15 U.S.C. § 1114.  Lanham Act § 32.  Remedies; infringement; innocent infringement by printers and publishers.

(1)
Any person who shall, without the consent of the registrant—
(a)
use in commerce any reproduction, counterfeit, copy, or colorable imitation of a registered mark in connection with the sale, offering for sale, distribution, or advertising of any goods or services on or in connection with which such use is likely to cause confusion, or to cause mistake, or to deceive; or

(b)
reproduce, counterfeit, copy, or colorably imitate a registered mark and apply such reproduction, counterfeit, copy, or colorable imitation to labels, signs, prints, packages, wrappers, receptacles or advertisements intended to be used in commerce upon or in connection with the sale, offering for sale, distribution, or advertising of goods or services on or in connection with which such use is likely to cause confusion, or to cause mistake, or to deceive,


shall be liable in a civil action by the registrant for the remedies hereinafter provided. Under subsection (b) hereof, the registrant shall not be entitled to recover profits or damages unless the acts have been committed with knowledge that such imitation is intended to be used to cause confusion, or to cause mistake, or to deceive.

As used in this paragraph, the term “any person” includes the United States, all agencies and instrumentalities thereof, and all individuals, firms, corporations, or other persons acting for the United States and with the authorization and consent of the United States, and any State, any instrumentality of a State, and any officer or employee of a State or instrumentality of a State acting in his or her official capacity. The United States, all agencies and instrumentalities thereof, and all individuals, firms, corporations, other persons acting for the United States and with the authorization and consent of the United States, and any State, and any such instrumentality, officer, or employee, shall be subject to the provisions of this chapter in the same manner and to the same extent as any nongovernmental entity.

(2)
Notwithstanding any other provision of this chapter, the remedies given to the owner of a right infringed under this chapter or to a person bringing an action under section 1125(a) or (d) of this title shall be limited as follows:

(A)
Where an infringer or violator is engaged solely in the business of printing the mark or violating matter for others and establishes that he or she was an innocent infringer or innocent violator, the owner of the right infringed or person bringing the action under section 1125(a) of this title shall be entitled as against such infringer or violator only to an injunction against future printing.

(B)
Where the infringement or violation complained of is contained in or is part of paid advertising matter in a newspaper, magazine, or other similar periodical or in an electronic communication as defined in section 2510(12) of Title 18, the remedies of the owner of the right infringed or person bringing the action under section 1125(a) of this title as against the publisher or distributor of such newspaper, magazine, or other similar periodical or electronic communication shall be limited to an injunction against the presentation such newspapers, magazines, or other similar periodicals or in future transmissions of such electronic communications. The limitations of this subparagraph shall apply only to innocent infringers and innocent violators.

(C)
Injunctive relief shall not be available to the owner of the right infringed or person bringing the action under section 1125(a) of this title with respect to an issue of a newspaper, magazine, or other similar periodical or an electronic communication containing infringing matter or violating matter where restraining the dissemination of such infringing matter or violating matter in any particular issue of such periodical or in an electronic communication would delay the delivery of such issue or transmission of such electronic communication after the regular time for such delivery or transmission, and such delay would be due to the method by which publication and distribution of such periodical or transmission of such electronic communication is customarily conducted in accordance with sound business practice, and not due to any method or device adopted to evade this section or to prevent or delay the issuance of an injunction or restraining order with respect to such infringing matter or violating matter.

(D)
(i)(I) A domain name registrar, a domain name registry, or other domain name registration authority that takes any action described under clause (ii) affecting a domain name shall not be liable for monetary relief or, except as provided in subclause (II), for injunctive relief, to any person for such action, regardless of whether the domain name is finally determined to infringe or dilute the mark.

(II) A domain name registrar, domain name registry, or other domain name registration authority described in subclause (I) may be subject to injunctive relief only if such registrar, registry, or other registration authority has—

(aa)
not expeditiously deposited with a court, in which an action has been filed regarding the disposition of the domain name, documents sufficient for the court to establish the court’s control and authority regarding the disposition of the registration and use of the domain name;

(bb)
transferred, suspended, or otherwise modified the domain name during the pendency of the action, except upon order of the court; or

(cc)
willfully failed to comply with any such court order.

(ii)
An action referred to under clause (i)(I) is any action of refusing to register, removing from registration, transferring, temporarily disabling, or permanently canceling a domain name—

(I)
in compliance with a court order under section 1125(d) of this title; or

(II)
in the implementation of a reasonable policy by such registrar, registry, or authority prohibiting the registration of a domain name that is identical to, confusingly similar to, or dilutive of another’s mark.

(iii)
A domain name registrar, a domain name registry, or other domain name registration authority shall not be liable for damages under this section for the registration or maintenance of a domain name for another absent a showing of bad faith intent to profit from such registration or maintenance of the domain name.

(iv)
If a registrar, registry, or other registration authority takes an action described under clause (ii) based on a knowing and material misrepresentation by any other person that a domain name is identical to, confusingly similar to, or dilutive of a mark, the person making the knowing and material misrepresentation shall be liable for any damages, including costs and attorney’s fees, incurred by the domain name registrant as a result of such action. The court may also grant injunctive relief to the domain name registrant, including the reactivation of the domain name or the transfer of the domain name to the domain name registrant.

(v)
A domain name registrant whose domain name has been suspended, disabled, or transferred under a policy described under clause (ii)(II) may, upon notice to the mark owner, file a civil action to establish that the registration or use of the domain name by such registrant is not unlawful under this chapter. The court may grant injunctive relief to the domain name registrant, including the reactivation of the domain name or transfer of the domain name to the domain name registrant.

(E)
As used in this paragraph—

(i)
the term “violator” means a person who violates section 1125(a) of this title; and

(ii)
the term “violating matter” means matter that is the subject of a violation under section 1125(a) of this title.

2. 15 U.S.C. § 1125(a).  Lanham Act § 43(a).  False designations of origin, false descriptions, and dilution forbidden.

(a)
Civil action

(1)
Any person who, on or in connection with any goods or services, or any container for goods, uses in commerce any word, term, name, symbol, or device, or any combination thereof, or any false designation of origin, false or misleading description of fact, or false or misleading representation of fact, which—

(A)
is likely to cause confusion, or to cause mistake, or to deceive as to the affiliation, connection, or association of such person with another person, or as to the origin, sponsorship, or approval of his or her goods, services, or commercial activities by another person, or

(B)
in commercial advertising or promotion, misrepresents the nature, characteristics, qualities, or geographic origin of his or her or another person’s goods, services, or commercial activities,


shall be liable in a civil action by any person who believes that he or she is or is likely to be damaged by such act.
(2)
As used in this subsection, the term “any person” includes any State, instrumentality of a State or employee of a State or instrumentality of a State acting in his or her official capacity. Any State, and any such instrumentality, officer, or employee, shall be subject to the provisions of this chapter in the same manner and to the same extent as any nongovernmental entity.

(3)
In a civil action for trade dress infringement under this chapter for trade dress not registered on the principal register, the person who asserts trade dress protection has the burden of proving that the matter sought to be protected is not functional.

3. 15 U.S.C. § 1127.  Lanham Act § 45.  Trademark & Service Mark.  Construction and definitions; intent of chapter.

…

The terms “trade name” and “commercial name” mean any name used by a person to identify his or her business or vocation.

The term “trademark” includes any word, name, symbol, or device, or any combination thereof—

(1)
used by a person, or

(2)
which a person has a bona fide intention to use in commerce and applies to register on the principal register established by this chapter,

to identify and distinguish his or her goods, including a unique product, from those manufactured or sold by others and to indicate the source of the goods, even if that source is unknown.
The term “service mark” means any word, name, symbol, or device, or any combination thereof—

(1)
used by a person, or

(2)
which a person has a bona fide intention to use in commerce and applies to register on the principal register established by this chapter,

to identify and distinguish the services of one person, including a unique service, from the services of others and to indicate the source of the services, even if that source is unknown. Titles, character names, and other distinctive features of radio or television programs may be registered as service marks notwithstanding that they, or the programs, may advertise the goods of the sponsor.
The term “certification mark” means any word, name, symbol, or device, or any combination thereof—

(1)
used by a person other than its owner, or

(2)
which its owner has a bona fide intention to permit a person other than the owner to use in commerce and files an application to register on the principal register established by this chapter,

to certify regional or other origin, material, mode of manufacture, quality, accuracy, or other characteristics of such person’s goods or services or that the work or labor on the goods or services was performed by members of a union or other organization.

The term “collective mark” means a trademark or service mark—

(1)
used by the members of a cooperative, an association, or other collective group or organization, or

(2)
which such cooperative, association, or other collective group or organization has a bona fide intention to use in commerce and applies to register on the principal register established by this chapter,

and includes marks indicating membership in a union, an association, or other organization.

The term “mark” includes any trademark, service mark, collective mark, or certification mark.

The term “use in commerce” means the bona fide use of a mark in the ordinary course of trade, and not made merely to reserve a right in a mark. For purposes of this chapter, a mark shall be deemed to be in use in commerce—

(1)
on goods when—

(A)
it is placed in any manner on the goods or their containers or the displays associated therewith or on the tags or labels affixed thereto, or if the nature of the goods makes such placement impracticable, then on documents associated with the goods or their sale, and

(B)
the goods are sold or transported in commerce, and

(2)
on services when it is used or displayed in the sale or advertising of services and the services are rendered in commerce, or the services are rendered in more than one State or in the United States and a foreign country and the person rendering the services is engaged in commerce in connection with the services.

A mark shall be deemed to be “abandoned” if either of the following occurs:

(1)
When its use has been discontinued with intent not to resume such use. Intent not to resume may be inferred from circumstances. Nonuse for 3 consecutive years shall be prima facie evidence of abandonment. “Use” of a mark means the bona fide use of such mark made in the ordinary course of trade, and not made merely to reserve a right in a mark.

(2)
When any course of conduct of the owner, including acts of omission as well as commission, causes the mark to become the generic name for the goods or services on or in connection with which it is used or otherwise to lose its significance as a mark. Purchaser motivation shall not be a test for determining abandonment under this paragraph.

The term “dilution” means the lessening of the capacity of a famous mark to identify and distinguish goods or services, regardless of the presence or absence of—

(1)
competition between the owner of the famous mark and other parties, or

(2)
likelihood of confusion, mistake, or deception.

The term “colorable imitation” includes any mark which so resembles a registered mark as to be likely to cause confusion or mistake or to deceive.

The term “registered mark” means a mark registered in the United States Patent and Trademark Office under this chapter or under the Act of March 3, 1881, or the Act of February 20, 1905, or the Act of March 19, 1920. The phrase “marks registered in the Patent and Trademark Office” means registered marks.

The term “Act of March 3, 1881”, “Act of February 20, 1905”, or “Act of March 19, 1920,” means the respective Act as amended.

A “counterfeit” is a spurious mark which is identical with, or substantially indistinguishable from, a registered mark.

The term “domain name” means any alphanumeric designation which is registered with or assigned by any domain name registrar, domain name registry, or other domain name registration authority as part of an electronic address on the Internet.

The term “Internet” has the meaning given that term in section 230(f)(1) of the Communications Act of 1934 (47 U.S.C. 230(f)(1)).

Words used in the singular include the plural and vice versa.

The intent of this chapter is to regulate commerce within the control of Congress by making actionable the deceptive and misleading use of marks in such commerce; to protect registered marks used in such commerce from interference by State, or territorial legislation; to protect persons engaged in such commerce against unfair competition; to prevent fraud and deception in such commerce by the use of reproductions, copies, counterfeits, or colorable imitations of registered marks; and to provide rights and remedies stipulated by treaties and conventions respecting trademarks, trade names, and unfair competition entered into between the United States and foreign nations.

4. Qualitex Co. v. Jacobson Products Co., Inc., 115 S.Ct. 1300, 34 U.S.P.Q.2d 1161 (1995).  p.568.

Manufacturer of press pads used in dry cleaning and laundry establishments brought action against competitor, alleging trademark infringement and unfair competition. The United States District Court entered judgment for manufacturer, and appeal was taken. The Court of Appeals ruled that green-gold color of manufacturer's press pad was not subject to trademark protection and certiorari was granted. The Supreme Court, Justice Breyer, held that: (1) no special legal rule prevents color alone from serving as trademark, and (2) green-gold color of manufacturer's dry cleaning press pads could be registered as trademark.

Reversed.

A color is also capable of satisfying the more important part of the statutory definition of a trademark, which requires that a person "use" or "intend to use" the mark" to identify and distinguish his or her goods, including a unique product, from those manufactured or sold by others and to indicate the source of the goods, even if that source is unknown." 

True, a product's color is unlike "fanciful," "arbitrary," or "suggestive" words or designs, which almost automatically tell a customer that they refer to a brand.

The functionality doctrine, as we have said, forbids the use of a product's feature as a trademark where doing so will put a competitor at a significant disadvantage because the feature is "essential to the use or purpose of the article" or "affects [its] cost or quality." The functionality doctrine thus protects competitors against a disadvantage (unrelated to recognition or reputation) that trademark protection might otherwise impose, namely, their inability reasonably to replicate important non-reputation-related product features. For example, this Court has written that competitors might be free to copy the color of a medical pill where that color serves to identify the kind of medication (e.g., a type of blood medicine) in addition to its source. 

Having determined that a color may sometimes meet the basic legal requirements for use as a trademark and that respondent Jacobson's arguments do not justify a special legal rule preventing color alone from serving as a trademark (and, in light of the District Court's here undisputed findings that Qualitex's use of the green-gold color on its press pads meets the basic trademark requirements), we conclude that the Ninth Circuit erred in barring Qualitex's use of color as a trademark. For these reasons, the judgment of the Ninth Circuit is

Reversed.

a. Notes

The Qualitex case asks whether there are limits as to what can be affixed to a product as a trademark.  Can color alone be used as a trademark?  Recall from 15 U.S.C. § 1127, Lanham Act § 45:

The term “trademark” includes any word, name, symbol, or device, or any combination thereof—

(1)
used by a person, or

(2)
which a person has a bona fide intention to use in commerce and applies to register on the principal register established by this chapter,

to identify and distinguish his or her goods, including a unique product, from those manufactured or sold by others and to indicate the source of the goods, even if that source is unknown.

Qualitex is a drycleaning pad producer.  Its pads are green-gold.  It thinks of the color of the pads as rendering to the population a sense of identity with their particular product.  Qualitex had been making the pads since 1959 and filed for a trademark for the color.  Jacobson, in 1989 started making the pads with the same green-gold color scheme.  The key to establishing a valid trademark is whether or not the mark distinguishes the good or service from other goods or services.

The Supreme Court found that color can be protected, but only with respect to the secondary meaning.  Secondary Meaning means that the primary interpretation of the words as words dissipates relative to the connotation of the good or service in the minds of the population.

· Statutory language does not exclude a color alone.

· Functionality operates similar to the merger doctrine in copyright law.  If a thing affects the cost or quality of the product produced, then the court will exclude that thing from trademark protection on the grounds of its functionality.

“This Court consequently has explained that, "[i]n general terms, a product feature is functional," and cannot serve as a trademark, "if it is essential to the use or purpose of the article or if it affects the cost or quality of the article," that is, if exclusive use of the feature would put competitors at a significant non-reputation-related disadvantage.”

Even if the color plays an identifying function, it cannot serve as a trademark if there is an underlying functional (or aesthetic) aspect to the color, i.e., farmers want John Deere tractors so that all their tractors are green and all their farm equipment matches.

B. TRADE DRESS DISTINCTIVENESS

Trade Dress is basically the non-literal ways in which a product conveys or represents itself to the public.  It can include graphics on the packaging, the shape of the packaging or the product itself, and more.  Trade dress may be registered.  More often than in trade mark claims, trade dress claims come under non-registered sections of the Lanham Act.

1. 15 U.S.C. § 1125(a).  Lanham Act § 43(a).  False designations of origin, false descriptions, and dilution forbidden.

(a)
Civil action

(1)
Any person who, on or in connection with any goods or services, or any container for goods, uses in commerce any word, term, name, symbol, or device, or any combination thereof, or any false designation of origin, false or misleading description of fact, or false or misleading representation of fact, which—

(A)
is likely to cause confusion, or to cause mistake, or to deceive as to the affiliation, connection, or association of such person with another person, or as to the origin, sponsorship, or approval of his or her goods, services, or commercial activities by another person, 


shall be liable in a civil action by any person who believes that he or she is or is likely to be damaged by such act.

a. Distinctiveness

Distinctiveness plays a very important role in trademark.  A mark with no distinctiveness is not entitled to trademark protection.  A mark with a great deal of distinctiveness is entitled to broad trademark protection.  Some marks are inherently distinctive, other marks require secondary meaning in order to become distinctive.

In the hierarchy of distinctiveness, there are Fanciful marks, Arbitrary marks, Suggestive marks, Descriptive marks, and Generic marks.  Generic marks are never entitled to protection.  Descriptive marks may be entitled to protection if they have secondary meaning.

2. Zatarain’s, Inc. v. Oak Grove Smokehouse, Inc., 698 F.2d 786 (1983).  p.579.

Cross-appeals were taken from a decision of the United States District Court which was rendered in the trademark infringement suit. The Court of Appeals held that: (1) term "Fish-Fri," which was name under which plaintiff's coating mix was marketed, was a descriptive term which had acquired a secondary meaning in New Orleans area and was therefore entitled to trademark protection; however, defendants were entitled to fair use of the term "fish-fry" to describe a characteristic of their goods; (2) term "Chick-Fri," which was name under which plaintiff marketed coating mix for chicken, was a descriptive term lacking in secondary meaning; thus, district court properly ordered cancellation of the trademark; and (3) smorgasbord of counterclaims by defendants were without merit.

Affirmed.

The threshold issue in any action for trademark infringement is whether the word or phrase is initially registerable or protectable. Courts and commentators have traditionally divided potential trademarks into four categories. A potential trademark may be classified as (1) generic, (2) descriptive, (3) suggestive, or (4) arbitrary or fanciful. These categories, like the tones in a spectrum, tend to blur at the edges and merge together. The labels are more advisory than definitional, more like guidelines than pigeonholes. Not surprisingly, they are somewhat difficult to articulate and to apply.

Even when a descriptive term has acquired a secondary meaning sufficient to warrant trademark protection, others may be entitled to use the mark without incurring liability for trademark infringement. When the allegedly infringing term is "used fairly and in good faith only to describe to users the goods or services of a party, or their geographic origin," Lanham Act § 33(b)(4), 15 U.S.C. § 1115(b)(4) (1976), a defendant in a trademark infringement action may assert the "fair use" defense. The defense is available only in actions involving descriptive terms and only when the term is used in its descriptive sense rather than its trademark sense.

In assessing a claim of secondary meaning, the major inquiry is the consumer's attitude toward the mark. The mark must denote to the consumer "a single thing coming from a single source," to support a finding of secondary meaning. Both direct and circumstantial evidence may be relevant and persuasive on the issue.

Factors such as amount and manner of advertising, volume of sales, and length and manner of use may serve as circumstantial evidence relevant to the issue of secondary meaning.

a. Notes & Test

Protectable
Inherently Distinctive
Arbitrary/Fanciful



Suggestive

Protectable (Acquired Distinctiveness)
Distinctive with Secondary Meaning
Descriptive

Not Trademark Protectable
No Secondary Meaning
Descriptive



Generic

(1) Did the plaintiff have a valid protectable trademark claim in the mark?
(a)
Is the mark inherently distinctive (Is the mark arbitrary/fanciful or suggestive)?

(b)
Has the mark gained acquired distinctiveness (If it is descriptive without secondary meaning or it is generic than the mark is not protectable)?

(c)
Is the term Suggestive or Descriptive?

(i)
Dictionary test

(ii)
Imagination test

(iii)
Competitors’ need to use term to describe products

(iv)
Competitors actually use term

(d)
If the term is descriptive, has it acquired Secondary Meaning?

(i)
Direct Evidence of Secondary Meaning:

(A)
Market Surveys – Has the mark gained prominent secondary meaning in the market

(B)
Misdirected Mail

(C)
Phone Messages for Competitor Left on Company’s Answering Service

(ii)
Circumstantial Evidence of Secondary Meaning:

(A)
Advertising Expenses

(B)
Sales

(C)
Length of Use

(D)
Promoting Mark.

(2) Did the defendant infringe upon the plaintiff’s mark?
(a)
Fair Use – Did the defendant use the mark in good faith in a descriptive sense and not a trademark sense?

(i)
Font size of trade name as opposed to brand name

(ii)
Positioning of marks on package.

Defendant used packaging similar to plaintiff and used terms similar to plaintiffs.  The court determines that Fish-Fri has substantial secondary meaning within the market.  People think of it as a Brand and not just as descriptive mark.  Thus on the first part of the analysis, Zatarains is successful in establishing that it has a protectable trademark.

Concerning Chick-Fri, the court is not persuaded that the mark is eligible for trademark protection.

3. Two Pesos, Inc. v. Taco Cabana, Inc., 505 U.S. 763 (1992).  p.592.

Operator of chain of Mexican restaurants sued operator of similar chain for trade dress infringement under Lanham Act. United States District Court entered judgment for plaintiff. Defendant appealed. The Court of Appeals affirmed. Certiorari was granted. The Supreme Court, Justice White, held that trade dress which is inherently distinctive is protectable under Lanham Act without showing that it has acquired secondary meaning.

Affirmed.

In 1987, Taco Cabana sued Two Pesos in the United States District Court for the Southern District of Texas for trade dress infringement under § 43(a) of the Lanham Act, 15 U.S.C. § 1125(a) (1982 ed.), and for theft of trade secrets under Texas common law. The case was tried to a jury, which was instructed to return its verdict in the form of answers to five questions propounded by the trial judge. The jury's answers were: Taco Cabana has a trade dress; taken as a whole, the trade dress is nonfunctional; the trade dress is inherently distinctive; the trade dress has not acquired a secondary meaning in the Texas market; and the alleged infringement creates a likelihood of confusion on the part of ordinary customers as to the source or association of the restaurant's goods or services. Because, as the jury was told, Taco Cabana's trade dress was protected if it either was inherently distinctive or had acquired a secondary meaning, judgment was entered awarding damages to Taco Cabana. In the course of calculating damages, the trial court held that Two Pesos had intentionally and deliberately infringed Taco Cabana's trade dress.

Marks which are merely descriptive of a product are not inherently distinctive. When used to describe a product, they do not inherently identify a particular source, and hence cannot be protected. However, descriptive marks may acquire the distinctiveness which will allow them to be protected under the Act. Section 2 of the Lanham Act provides that a descriptive mark that otherwise could not be registered under the Act may be registered if it "has become distinctive of the applicant's goods in commerce." §§ 2(e), (f), 15 U.S.C. §§ 1052(e), (f). This acquired distinctiveness is generally called "secondary meaning."

The federal courts are in agreement that § 43(a) creates a federal cause of action for trademark and trade dress infringement claims. They are also in agreement that the test for liability is likelihood of confusion: "Under the Lanham Act § 43(a), the ultimate test is whether the public is likely to be deceived or confused by the similarity of the marks.... Whether we call the violation infringement, unfair competition or false designation of origin, the test is identical--is there a 'likelihood of confusion?' "

a. Notes

Two Mexican restaurants in competing markets were erected with highly similar attributes.  The appearance of the restaurants were nearly identical.  If inherently distinctive characteristics are protectable then the brightly colored décor of Two Pesos may be a question of fact for a jury to decide.  When you have an unregistered trade dress, do you need a secondary meaning in order to get protection?

Trade dress like trade marks are likewise protectable.  If it is inherently distinctive enough, then a trade dress should be protectable.

4. Wal-Mart v. Samara Bros., 120 S.Ct. 1339 (2000).  Supp.31.

Children's clothing designer and manufacturer brought action against retailer that sold "knockoff" copies of designer's clothes, alleging infringement of unregistered trade dress. After jury returned verdict in favor of designer, the United States District Court denied retailer's motion for judgment as matter of law (JMOL) and its request for a new trial. Retailer appealed. The Court of Appeals affirmed denial of JMOL and retailer appealed. After granting certiorari, the Supreme Court, Justice Scalia, held that product design is entitled to protection as unregistered trade dress only if it has acquired secondary meaning.

Judgment of Court of Appeals reversed and case remanded.

Design, like color, is not inherently distinctive. The attribution of inherent distinctiveness to certain categories of word marks and product packaging derives from the fact that the very purpose of attaching a particular word to a product, or encasing it in a distinctive package, is most often to identify the product's source. Where it is not reasonable to assume consumer predisposition to take an affixed word or packaging as indication of source, inherent distinctiveness will not be found. With product design, as with color, consumers are aware of the reality that, almost invariably, that feature is intended not to identify the source, but to render the product itself more useful or more appealing.

Two Pesos does not foreclose the Court's conclusion, since the trade dress there at issue was restaurant decor, which does not constitute product design, but rather product packaging or else some tertium quid that is akin to product packaging and has no bearing on the present case. While distinguishing Two Pesos might force courts to draw difficult lines between product-design and product-packaging trade dress, the frequency and difficulty of having to distinguish between the two will be much less than the frequency and difficulty of having to decide when a product design is inherently distinctive.

a. Notes

At issue is the design on the Samara Bros. clothes.  This product design or product configuration trade dress issue is distinctive from product configuration.  Wal-Mart rips off Samara’s design and Samara brings a claim against the knock off.

Samara claims that they are entitled to trademark protection because the design makes a reasonable person think of an indicator of source – namely Samara.  They are saying that the design is inherently distinctive as in Two Pesos.  This is an unregistered trade dress claim being brought in common law under § 43(a) of the Lanham Act.

The court found that Samara was not entitled to product design protection.  Similar to Two Pesos the court sought some evidence that the design had acquired secondary meaning.  There it also stated that there is no reason to distinguish between word and design aspects of source identification, lending to an argument that certain expressive, original elements may be protected under copyright and certain functional elements under patent.

At the same time, this analysis is distinguished from Two Pesos in that product configuration/design is different from product packaging.

b. Inherently Distinctive

What kinds of marks can be inherently distinctive?  Recall that we have TM/SM word or logo protection and we have Trade Dress categories of product packaging and product configuration/design.

· Word Marks (Suggestive, arbitrary, fanciful)

· Logos, taglines, other graphical designs

· Product packaging trade dress

c. Secondary Meaning

Other marks are protectable only in as much as they have acquired secondary meaning.

· Descriptive word marks

· Product design, trade dress

· Color

· Surnames, geographic marks

d. No Protection

· Generic

· Functional features (aesthetic/functional) gives a non-reputational competitive advantage

· Fair uses

C. PRIORITY

Mark users may use a mark prior to registering it.  They may even be granted trade mark rights retroactively on this basis.  However, when a mark is registered, a user must actively use the mark in order to sustain their status as registered users.  At the very least, the TPO expects token use of the trademark.

1. Zazu Designs v. L’Oreal, S.A., 979 F.2d 499 (1992).  p.608.

Hair salon brought trademark infringement action against hair coloring manufacturer. The United States District Court entered judgment for salon, and manufacturer appealed. The Court of Appeals held that: (1) salon did not have superior rights in trademark "Zazu" as applied to hair care products, and (2) even if salon had superior rights, damage award was excessive.

Reversed and remanded.

Knowledge that ZHD planned to use the ZAZU mark in the future does not present an obstacle to L'Oreal's adopting it today.  ZHD doled out a few samples in bottles lacking labeling necessary for sale to the public. Such transactions are the sort of pre-marketing maneuvers that these cases hold insufficient to establish rights in a trademark.

"Use" is neither a glitch in the Lanham Act nor a historical relic. By insisting that firms use marks to obtain rights in them, the law prevents entrepreneurs from reserving brand names in order to make their rivals' marketing more costly. Public sales let others know that they should not invest resources to develop a mark similar to one already used in the trade. Only active use allows consumers to associate a mark with particular goods and notifies other firms that the mark is so associated.

ZHD applied for registration of ZAZU after L'Oreal not only had applied to register the mark but also had put its product on the market nationwide. Efforts to register came too late. At oral argument ZHD suggested that L'Oreal's knowledge of ZHD'S plan to enter the hair care market using ZAZU establishes ZHD'S superior right to the name. Such an argument is unavailing. Intent to use a mark, like a naked registration, establishes no rights at all.

a. Notes

1979/80
ZHD begins operating in Illinois and registers its trade name there.

1985
L’Oreal gets idea for hair color

11/1985
Up to 2/1986 few sales by ZHD

End ’85
ZHD orders 25,000 silk screened bottles

4/1986
L’Oreal does TM search for Zazu


Turns up ZHD & men’s clothing line


L’Oreal settles with men’s clothing manufacture for $125,000


L’Oreal calls ZHD and learns of intent to sell hair care products


Second call yields no products available.


L’Oreal makes a small shipment

6/1986
L’Oreal applies for federal registration of Zazu

9/1986
ZHD starts selling shampoo

1/1987
ZHD orders supplies to fill bottles.

In the view of the district court, ZHD had shipped nationally (Texas and Florida).  ZHD’s claim is that these few sales conveyed nation wide rights to the mark.  The district court deemed these sales enough to establish priority over L’Oreal according to the district court.  The appeals court disagreed.  In the majority opinion view, the original ZHD registration of the mark in connection with the Salon hair care service must be distinguished from use of the mark in connection with hair products.  The few bottles that were sold were not enough, says the appeals court, to establish a national right.

A part of the role of priority is to put other parties on notice of the use of the mark by another.  “Only active use allows consumers to associate a mark with particular goods and notifies other firms that the mark is so associated.”
Keep in mind the dispute between the majority and the dissent concerning good faith use.

2. Brookfield Communications v. West Coast Entertainment Corp., 174 F.3d 1036 (1999).  p.619.

Entertainment-industry information provider brought action against video rental store chain, asserting trademark infringement and unfair competition based on chain's use of provider's "MovieBuff" trademark in domain name of chain's web site and web site's metatags. The United States District Court denied provider's motion for preliminary injunction, and provider appealed. The Court of Appeals held that: (1) chain could not "tack" its use of term "moviebuff.com" onto its earlier use of trademark "The Movie Buff's Movie Store"; (2) provider was senior user of "MovieBuff" mark; (3) provider established likelihood of success on its claim that chain's use of "MovieBuff" in its domain name would create likelihood of confusion; and (4) use of confusingly similar mark in web site metatags is actionable under Lanham Act.

Reversed and remanded.

D. TM OFFICE PROCEDURES

1. 15 U.S.C. § 1052.  Lanham Act § 2.

2. 15 U.S.C. § 1053-1115.  Lanham Act § 3-33.

3. Harjo v. Pro-Football Inc., 50 U.S.P.Q.2d 1705 (1999).  p.642.

"Indian trust" doctrine does not require Trademark Trial and Appeal Board to grant cancellation petitioners, as members of federally recognized Indian tribes, higher degree of care and deference in construing provisions of Lanham Act's Section 2(a), 15 U.S.C. Section 1052(a), than it would otherwise owe persons not belonging to such tribes, since majority of cases in which trust doctrine has been applied involve statutes or treaties specifically directed towards Native Americans, since there is nothing in Lanham Act or its legislative history that specifically obligates U.S. government to undertake any fiduciary responsibilities on behalf of Native Americans, and since there is no support for applying doctrine in context of statute, such as Lanham Act, that has broad application to both Native Americans and non-Native Americans.

4. In re Nantucket, Inc., 677 F.2d 95 (1982).  p.649.

Men's shirt manufacturer appealed from a decision of the Trademark Trial and Appeal Board, Serial No. 162,716, affirming a refusal to register the trademark "Nantucket." The Court of Customs and Patent Appeals, Markey, C. J., held that registration of trademark "Nantucket" for men's shirts could not be refused under statutory prohibition against registration of trademarks which are primarily geographically deceptively misdescriptive where there was no indication that purchasing public would expect men's shirts to have their origin in Nantucket when seen in marketplace with that trademark on them.

Reversed.

STOP!

5. Park ‘N Fly, Inc. v. Dollar Park and Fly, Inc., 469 U.S. 189 (1985).  p.660.

E. INFRINGEMENT; INTRODUCTION TO DILUTION

1. 15 U.S.C. § 1114.  Lanham Act § 32.

2. 15 U.S.C. § 1125.  Lanham Act § 43.

3. AMF Inc. v. Sleekcraft Boats, 599 F.2d 341 (1979).  p.680.

4. Nabisco, Inc. v. PF Brands, Inc., 191 F.3d 208 (1999).  p.697.

F. FUNCTIONALITY REVISITED

1. Ringling Bros. v. Utah, 170 F.3d 449 (1998).  Supp.35.

2. Stormy Clime Ltd. V. ProGroup, Inc., 809 F.2d 971 (1987).  p.737.

