Intellectual Property

3 hour open book – 1/3 multiple choice (probably)

1. Is intellectual property actually property?

a. Inappropriability – difficulty of appropriating to the investor of information the value in the marketplace, due to the intangible nature of information. Inability to appropriate the value of info will discourage investment in producing information.

b. Jefferson (1813) – one person’s use of ideas doesn’t diminish another person’s use 

2. IP laws – ideally should balance . . . 

a. Rights and interests of originators – 
i. protect their ideas and preserve incentive to create ideas with

b. Rights and interests of using public – 

i. desire for indivisibility – unrestricted public access, in order to

1. ensure widespread social benefit

2. encourage cross-polinization of ideas, and 

3. discourage monopolies.

State-law protection for IP 
1. Rights in undeveloped ideas

Recovering for contract- or property-based claim for stealing idea requires showing: (hard to win!)

i. 1) the idea is novel (must be P’s idea)

1. even if express contract    Masline (ad space = not novel) 

2. Nadel factors: 1) idea’s specificity 2) commonality 3) uniqueness 4) commercial availability 

3. Nadel (novelty satisfied if show limited degree of novelty to buyer in implied-in-fact Ks but not in property/misappropriation claims)

ii. 2) the idea is in reasonably concrete form, not ‘abstract’ 
Luedeccke 
iii. 3) the D-buyer used the idea

iv. important factors

1. industry custom

2. confidential relationship b/w buyer and seller

Theories of recovery 

1) express contract

a. Novelty and concreteness more easier to satisfy if express contract

b. Damages are determined by contract terms

2) implied in fact contract

c. courts looking at implied in fact Ks are more strict about consideration

d. Easier to recover if P shows that confidential relationship existed

e. Lueddecke
f. Damages – what D is presumed to have agreed to pay or reasonable value of idea

3) quasi contract

a. damages – measured by D’s unjust enrichment (profit based on idea)

4) property - misappropriating an idea 

a. rarely successful b/c otherwise P could enforce this right against anybody whether or not they had a contract and took the idea from P.

Masline v. NY, N.H. & H.R. Co. (Conn. 1921) Supp 1 (F: P entered into express K with railroad to give RR his “idea” of simply “selling advertising space”) 
H: an idea must be novel to furnish consideration for K to sell an idea, even if express K is agreed to. P must either 1) offer a new idea to be protected by the contract or 2) if idea is common, offer a new specific method for use and application by D of idea (oral contract with railroad lacked consideration b/c K was made based on implied condition that P’s info would be of value and bald proposition to “sell advertising” lacks value) 
NB: perhaps P could have prevailed if he presented a specific method of selling advertising 

Sellers v. ABC 11th Cir. 1982; 36 (F: P alleged ABC misappropriated his “exclusive story” on Elvis’s death) H: No implied-in-fact contract 1) NO concreteness (P made broad, general statements about possibility of overdose, gross negligence by Elvis’s doctor and a cover-up) and while 2) Didn’t use idea (P’s theory Elvis was murdered by withdrawal of cortisone may have been specific enough, ABC didn’t use that story) 3) NOT novel (P’s theory that Elvis died of interaction of prescription drugs was not novel– had been in newspapers).
Lueddecke v. Chevrolet (1934) 8th Cir. 43 (F: P alleged Chevrolet breached implied contract with him by failing to compensate him for his unsolicited suggestion that company redistribute weight in its cars; P said Chevys tend to sag to left side) 
H: NO implied K b/c idea 1) not novel (many people knew Chevys had defect in sagging to left) 2) lacked concreteness (P didn’t do experiments or provide specific ideas or designs; his idea was merely to experiment with redistributing weight in car) 2) letters b/w P and D show D never promised to pay him for his ideas – D’s letters suggested P submit drawings and descriptions of ideas and company would then consider an agreement).
Nadel v. Play-by-Play Toys (2d Cir.) 2000; 49 (F: P toy-idea guy alleges D stole his idea to have a sound-emitting, spinning plush toy; parties entered into pre-disclosure confidentiality agreement but no post-disclosure contract for payment based on use – P sues on contract and property theories) 
1) novelty-to-the-buyer standard for contract claim: an idea may be unoriginal or non-novel in general sense but still have substantial value to a particular buyer who is unaware of it and therefore willing to enter into a contract to acquire it) (genuine issue of fact exists b/c novel (spinning plush toy) and concrete (he had prototype) and industry custom (D kept P’s prototype monkey toy for several months – despite trade custom to compensate for ideas or return if not used) 
2) BUT in misappropriation claims, idea must be novel in absolute terms because property law doesn’t protect against theft of something free and available to all (otherwise Ps could recover against any parties, even those with whom they had not dealt, simply by showing that it was his idea – even if parties hadn’t “taken” his idea). 
NB: trade custom can create property rights in ideas and permit recovery on contract claim. See Cole (1941) (trade custom in radio industry is that one has rights to ideas in a formula for a radio program as opposed to rights to particular scripts)
Limits of protection: The place of place of ideas in the competitive plan

Aronson v. Quick Point Pencil US 1979; 61 (F: P entered into royalty agreement with D giving D exclusive rights to make and sell new type of keyholder in exchange for 5% of sales if P gets patent, or 2 ½ % if patent is denied; patent application was turned down) 
H: fed patent law did not pre-empt enforcement of agreement under state law where P’s patent was rejected after agreement w/ D despite fed policy favoring full and free use of ideas in public domain (royalties should be paid to P, b/c 1) private licensing agreements such as this are important to encourage invention 2) enforcing the agreement doesn’t withdraw idea from public domain – it compensates P). 
Cf. Brulotte (65) (US 1964) (fed law does not trump state law where person already has a patent and thus a monopoly b/c concern about using patent as leverage to bargain for royalty payments) (so Aronson, lacking patent, ends up better off!)

Unfair Competition

1. Passing off– claim exists where name is actually in use by party seeking to protect name, i.e. being marketed (otherwise the above problems don’t exist) AND one of three types:
1. “express” passing off – party
a. 1) intentionally palmed off its goods or services as coming from P and it 
b. 2) actually deceived consumers. e.g. Warner   
2. D copied P’s trade mark which has secondary meaning

a. secondary meaning – where name has secondary meaning, then P need only show that customers were likely to be deceived (whether or not intended)
3. D copied P’s inherently distinctive mark  - presumed to deceive 
a. Deception is presumed if B uses A’s symbol which has a distinctive, non-descriptive symbol or device that functions exclusively to identify A as source.
b. Problems with passing off: 1) trading on another’s reputation 2) damage other’s reputation 3) Consumer is deceived 4) interfering with marketplace 

2. Unfair competition claims beyond passing off

a. Reverse passing off –see Big O Tire (81) (allowed relief under theory of “reverse confusion” where consumers came into small local store (Big O Tires) confusing it with big, nationwide brand)

b. Zone of expansion -- P can preempt right to use its name and symbols in geographical areas “that would probably be reached by the prior user in natural expansion of his trade.”

i. Larger, more aggressive firms may have larger zones of expansion. 

ii. Polo (construed zone of expansion as “product space” not geographically)

iii. Controversial doctrine b/c totally speculative – some courts limit doctrine to where 2nd user adopts name in bad faith or where first user’s name acquired secondary meaning in market.
c. Dilution statute-based claim available where parties not competitors and NO likelihood confusion 
i. Elements:
ii. P must have built up an association with a name that can be diluted (and must be with population at large, not small segment)

iii. NY law: need only show likelihood of dilution 
Mead. (elements)
iv. Hostility – some courts construe dilution statutes narrowly.

a. Misappropriation- available even if no passing off
i. Basic test: P made a substantial investment and D has copied it at little or no cost. See INS
ii. Factors (vary by state)
1. Many courts: P and D must be in competition. 
a. But see Chicago Board of Trade (newspapers v. futures) 

2. D copying P’s ideas on repeated basis. 
a. See INS v. AP (stole stories everyday)
3. P is actually injured (some courts)
2. Pre-emption?

a. Implied pre-emption – state law interferes with policy goal of fed patent law. Sears / Compco  
i. if state prohibits copying of an unpatented product = pre-empted by fed law. 
ii. if state prohibits copying of non-functional features of a product in a way that causes customer confusion = not pre-empted 
b. Direct pre-emption – fed law pre-empts state law if direct conflict = impossible to comply with both (not case w/ unfair competition b/c possible to comply with state unfair competition laws (don’t copy someone else’s unpatented articles) and fed patent law (don’t copy patented articles).
c. Misappropriation? State law may not be pre-empted. See Chi. Brd Trade
3. Remedies

a. Injunction -- courts have free reign to fashion unfair competition injunctions
b. $ damages – monetary relief (damages and profits) rare -- only if D acted willfully or fraudulently.
Express passing off 

William R. Warner v. Eli Lilly US 1924; 69 (F: P, which has long sold chocolate drink called Coco-Quinine, sought to enjoin Warner’s Quin-Coco drink) 
H: (1) P was unfairly passing off, even though it was the druggists who were engaging in the deception b/c it contributed or induced the deception (2 chocolate drinks are indistinguishable and D took advantage of similarity by urging druggists to buy its cheaper drink and “pass it off” as other’s 2) Party can mimic the function of the product (mere use of chocolate not unfair – chocolate isn’t merely decorative but is functional b/c makes drink more palatable 3) use of a purely descriptive name is okay (name Quin-Coco isn’t unfair since name merely describes ingredients and it would be too damaging to prohibit naming products using titles that refer to ingredients). 
Cf. Am. Washboard (early case = up to deceived consumers – not competitors -- to bring suit against D falsely advertised its product and P’s remedy was limited to passing off) (distinguishable from ‘passing off’ b/c consumers could always buy product from someone else other than P, and so we are less certain that the P is losing a sale).

Sample Inc. v. Porrath NY (1973) 76 (F: P sought declaratory j-ment saying it could open clothing store called “The Sample Shop of Buffalo” in same region as Ds’ Niagara store, “The Sample Shop”) 
H: shows that one’s rights extend only as far as one’s reputation (1) survey data shows D’s name, The Sample Shop, lacks secondary meaning – in fact more people knew about P’s name than D’s; 2) word “Sample” is not original and won’t dilute quality of D’s name; 3) also, no bad faith. Remedy: court refuses to enjoin use of “Sample” altogether – that’s going too far – and instead orders name that will distinguish store, so add word “Buffalo”: “The Sample Shop of Buffalo”).

Zone of expansion

Westchester Media v. PRL USA Holdings 5th Cir. (2000) Supp 4 (F: Polo Ralph Lauren, w/ trademarks on use of word POLO but not for use on publications, alleged unfair competition due to POLO magazine) 
H: construed zone of expansion as “product space” rather than physical space – party can’t use product or service in which other party would “naturally expand,” measured by whether it would create confusion among consumers; actual intent of user is irrelevant (even though magazines and clothes are different industries, court found likelihood of confusion b/c magazines are natural expansion for Ralph Lauren; polo magazine appeals to same market, emphasizing elegance, fashion, even though Ralph Lauren has no plans to start magazine). 

Dilution – 

Mead Data v. Toyota 2d Cir. 1989; 83 (F: LEXUS car accused of diluting Mead’s LEXIS research service) H: case reflects judicial hostility towards anti-dilution statutes (LEXUS car did not dilute LEXIS legal product b/c 1) dissimilar market –LEXIS is a weak mark – known among atty’s and no one else 2) different product -- LEXIS product is widely disparate from LEXUS luxury car) 3) no predatory intent). Concur (Sweet): majority’s dilution test is too vague: would propose factors for whether “blurring” occurred giving rise to dilution: 1) similarity of marks 2) similarity of products covered by marks 3) sophistication of consumers 4) predatory intent 5) renown of senior mark 6) renown of junior mark. NB: if today someone tried to make a LEXUS trash can, they could be in trouble under dilution statute b/c LEXUS mark is famous.

Misappropriation 

INS v. AP (1918) US Supp 8 (F: P copied uncopyrighted news stories from AP members’ bulletin boards and transmitted the news to its own members in Midwest, West Coast which could print stories at same time or earlier than AP members) 
H: enunciated doctrine of misappropriation as form of unfair competition beyond just “passing off” (followed in about 14 states) (INS was misappropriating AP’s uncopyrighted news stories – it was attempting to “reap where it had not sown” -- even though not ‘passing off” – stories were “quasi property’ entitled to protection 1) court wants to protect those who spend labor and money to develop products – INS is interfering w/ AP’s investment and revenues derived from timely, exclusive presentation of news, AP would lack incentive to stay in business).  
Dissent (Brandeis): recognized need to preserve freedom to duplicate in order to innovate. 
** NB: distinguishable from Aronson (it’s good competition to copy your competitor’s product) b/c here copying is repeated everyday, as opposed to one-time copying in Aronson and D here avoids cost of delivering news (whereas D in Aronson still had to market its keychain).

Chicago Board of Trade v. Dow Jones Ill. (1983) 92 (F: P developed own stock index for futures identical to Dow Jones index) 
H: (4-3) goes much further than INS v. AP by finding misappropriation even where parties not in competition (newspapers v. futures), and P wasn’t even injured, and index idea was stolen only once, as opposed to every day (P’s use of Dow Jones averages is misappropriation b/c court wants to maintain incentive to innovate: want to encourage P to come up with its own index) Cf. CA courts – limit misappropriation to where P has been injured. 
NB: Unfair Competition Restatement (refuses to recognize exclusive rights in intangible trade values expect for 1) trade secrets 2) right of publicity and 3) conduct that is actionable under state or fed law or as breach of copyright or contract. 
NB: misappropriation – CL tort – largely pre-empted by patent, copyright statutes.

Limits of Protection

1. Findlay – shows that unfair competition cases involving personal names are no different than others to the extent you cause consumer confusion (no “sacred right” to use one’s family name in business)
David B. Findlay, Inc. v. Findlay NY 1966; 101 (F: D brother opened art gallery under name “Wally Findlay Galleries” down street from P’s pre-existing gallery known as “Findlay’s on 57th St.” – both sold same art) H: enjoined use of even a family name when such use tends or threatens to produce confusion in public mind that would impair a biz’s good will, even if no intent to cause injury (confusion would result b/c D’s store uses Findlay name, is down the street, sells same type of art AND would damage P b/c divert customers; P had spent 25 years building up Findlay name)

Edison (Thomas Edison’s son could refer to his dad in ads since no risk of confusion

See Levitt (2d Cir 1979) (enjoined Levitt from publicizing his own achievements after leaving home-builder Levitt Corp. since it would create confusion)
Pre-emption 

Sears v. Stiffel US (1964) 109 (F: D made cheaper copy of P’s “pole lamp” whose patent was found invalid) H: when an article is unprotected by patent or copyright, state unfair competition law is impliedly pre-empted by fed patent law under Supremacy Clause –state law may not forbid others to copy articles as it would conflict with Art. I § 8 patent clause policy = to ensure unpatented articles are in public domain (mere “confusion” as to who manufactured a particular product is not enough support an injunction against copying that would be permitted by fed patent laws)

Compco v. Day-Brite Lighting (same day) 112 (D copied P’s unpatented light fixture, even copying the distinctive ribbing on the light) 
H: 1) (as in Sears, court found that item was in public domain and free for copying and state law can’t upset fed policy) 2) suggested that fed patent laws do not pre-empt state laws imposing liability for passing off and from prohibiting copying of the label on products (no longer good law) 3) in dicta, seemed to throw out entire state law of unfair competition by suggesting that states can’t prohibit copying even if it copies non-functional features of someone’s products, even if intentional, etc. (controversial holding = now bad law). 
What if trademark is the article? NFL (1975 Ill.) (states could prohibit copying and selling of NFL trademark b/c trademark is not an “article” under Sears and Compo)
Crescent Tool v. Kilborn 2d Cir. 1917; 107 (F: D copied P’s Crescent wrench) 
H: to recover under “secondary meaning” doctrine – or non-functional unfair competition – P must show that P is copying its distinctive non-functional features and that public cares who makes product and is moved to buy it b/c of its source, and not merely that they are functionally similar) (P can’t stop D from making identical wrench b/c no evidence public had bought P’s wrench because it was Crescent wrench).  

Functional –feature that is essential to use of article or affects cost or quality 116 e.g. chocolate in Coco-Quinine in Warner.

Non-functional – features that merely tell consumers who made the product.

Trademarks

Acquisition and Retention of Trademarks

1. Lanham Act -- § 1051(a)(1) –owner of trademark used in commerce may request registration of its trademark on the principal register by paying fee and filing an application in Patent Office w/ verified statement and specimens or facsimiles of the mark as used. 

2. First-to-Use Rule: whoever “uses” mark first gets trademark rights (not who registers first or who conceives of it)

i. Use” = must be a use for the purpose of identifying the source.
1. Blue-Bell (“use” = sold to customers, not mere sales to salespersons)

2. Lucent (3rd Cir 1999) (controversial = suggests “use” requires more than one sale – must be significant market penetration – favors big companies) ** 

ii. policy: don’t want people to warehouse marks 

3. Application based on Intent-to-Use (ITU) -- § 1051(b)(1) 
a. IF party files ITU application, PTO will file a “notice of allowance”

i. Mark will be registered if, within 6 months, applicant files a “verified statement” that mark is “in use in commerce” § 1051(d)(1).
ii. Applicant can ask for 6-month delay and, upon showing of good cause, PO may further delay filing up to no more than 24 months total (about 4 years from filing date when combined with year or so delay or application time!)
b. Constructive use – § 1057(c) – 
i. Prevents junior user from acquiring any right to use mark after applicant’s filing date -- nationwide in effect, retroactive to filing date -- contingent upon applicant actually completing registration. 

1. gives applicant same rights it would have received had the make actually been in use at time it filed application

2. Warner Vision (ITU applicant can’t be enjoined from completing application process by someone who uses mark after the ITU applicant files its application)
3. BUT first-to-use rule is intact! constructive use goes back to filing date only – if someone else used mark before filing date, then that person was first! 

4. Ways a trademark can be lost…

a. 1) abandonment (non-use plus intent to no longer use) (3 years = presumed no longer using)
i. licensing issue = court may find abandonment if owner licenses others to use mark but fails to police the quality of goods or services See Dawn Donut
b. 2) abandonment through loss of distinctiveness – (below)
5. “Costs” of registration

a. 1) ex parte examination

b. 2) opposition 

c. 3) concurrent use

d. 4) interference and cancellation proceedings

e. 5) renewal 

“Use”

Blue Bell v. Farah 5th Cir. 1975 225 (F: Two clothing manufacturers devised mark “Time Out” for men’s slacks and shirts; who used it first?) 
H: who has priority of “use” is not determined by secret, undisclosed internal shipments but rather by who has first bona fide sale to customers (conceiving of mark, and even selling it to regional managers was insufficient to constitute “use” b/c weren’t made to public and therefore goods were not “publicly distributed” under TX statute AND D’s July 5 shipment also was not “use” b/c it simply slapped the Time Out logo onto old design of pants, when its real intention was to use mark on an entirely new line of menswear – D has priority use b/c it shipped its first order to customers before P) 

Foreign registrations – Lanham Act leveled playing field for domestic and foreign trademark applicants = allows filing ITU applications and § 1126(d)(2) requires foreign applicants to state their bona fide intention to use their mark in commerce. 

Affixation – 1988 amends: CL rule that trademark must be actually affixed to the product has been loosened and treats use or display of a service mark as equivalent of affixation (e.g. a big advertising campaign before product is released is probably sufficient “use”).

Token use – Lanham Act abolished toleration of token use – spare, contrived uses of a mark made merely to get registration. 

ITU 

Warner Vision v Empire 2d Cir. 1996; 230 (intent to use) (F: Empire filed intent-to-use application for mark “Real Wheels” for toy cars; WarnerVision filed their own application to use mark, sued to stop Empire). 
H: intent-to-use applicant can’t be enjoined from using its mark by a holder of a similar mark who started using its mark after creator’s ITU application was filed but before ITU applicant starting using it; of course, if the holder of the similar mark started using the mark before the ITU applicant filed its application, it would be first (Empire can’t be enjoined from completing ITU registration process, or else it would prevent Empire from ever achieving “use” and this would encourage entrepreneurs to look in record of ITU applicants, rush in and use same mark, and sue company, asking for large settlement to permit ITU applicant to proceed). 

Distinctiveness and Related Statutory Provisions

1. § 2 – mark shall not be refused registration as long as distinguished from other goods unless [an exception] 

a. General rule: mark is distinctive if  

a. 1) inherently distinctive (arbitrary, fanciful or suggestive)
or
b. 2) has acquired secondary meaning (§ 2(f))
i. test: it has secondary meaning if primary significance of mark in public’s mind is to identify the source, rather than the product itself. See King-Seeley (Thermos) 

ii. mark owner’s behavior is irrelevant (failure to police trademark or good advertising)
Protected marks





NOT protected marks

	· Suggestive (“Ivory Soap”) – requires some imagination 
· arbitrary – word but arbitrary use
· fanciful terms – made-up words
· geographic terms – can be used if secondary meaning (e.g. Chicago)
	· generic 
· descriptive (e.g. “wooden”) (protected if secondary meaning under 2(f))



EXCEPTIONS…

1. § 2(a) immoral, deceptive, scandalous matter
1. Budge “deceptive”” 3-part test 

a. 1) term is misdescriptive of character, quality, function, composition or use of goods and
b. 2) consumers likely to believe misdescription  actually describes goods and
c. 3) likely to affect decision to purchase

2. Harjo (“Redskins” scandalous, immoral)

2. § 2(a) matter which may disparage of falsely suggest connection with persons living or dead, institutions, beliefs or national symbols, or bring them into contempt or disrepute (even if secondary meaning)
3. Confusing similarity –  § 2(d) – mark rejected if so resembles mark already registered or mark or trade name previously used as to be likely . . . “to cause confusion, or to cause mistake, or to deceive.” N.A.D. 
4. § 2(e) – mark rejected if:

i. (1) merely descriptive or deceptively misdiscriptive (unless secondary meaning)

1. Budge = mark 1) misdescribes goods and 2) consumers likely to believe misdescription accurate
2. Sun Oil (“custom-blended” = merely describes process)

ii. (2) primarily geographically descriptive, unless secondary meaning under 2(f)

iii. (3)  primarily geographically deceptively misdescriptive (not subject to secondary meaning exception!)
1. 1) must be known geographic place

2. 2) consumers must think that is where product is from

iv. (4) is primarily merely a surname (unless secondary meaning)

v. (5) comprises any matter that as a whole is functional 

1. not subject to secondary meaning exception!
5. Secondary meaning exception
i. § 2(f) –mark that fails under § 2(a)-(e) [but not (e)(3) and (5)] still registered if has “become distinctive”
1. a good can have secondary meaning even if consumers don’t recognize the name of the source. 

Generic terms

King-Seeley Thermos v. Aladdin (2d Cir 1963) 241 (F: P which had trademark on “Thermos” for 50 years, sought to enjoin D for alleged infringement by selling “thermos bottles”) H: Thermos became merely descriptive, generic word of vacuum bottle – no more trademark protection (issue is whether Thermos has become ‘generic’ term – whether there is an alternative and trademark owner’s behavior are both irrelevant (whether loss of distinctiveness due to P’s good advertising or from failure to police its use); may seem unfair that P should be penalized for good advertising but it has enjoyed trademark on “thermos” for over 50 years!). Remedy = D can use “thermos” with lower case ‘t’ only, must precede w/ word “Aladdin” and can’t claim to be “original” or “genuine” [but later case expanded limitation due to further erosion of P’s mark: allowed upper case “T”].

Anti-Monopoly (9th Cir 1982) (found “Monopoly” generic based on survey in which people said they wanted Monopoly game but didn’t care who made it) (Congress reacted by amending Lanham Act to clarify that test is what is primary significance of mark, not purchaser motivation) 
NB: Subcategory: goods divided into subgroups may be merely generic
· Tastee =  describes product – protected if secondary meaning
· Lite = inherently generic – can’t be registered (unlike Thermos) 
‘Deceptive matter’ § 1052(a)

Budge Fed Cir. 1988 250 H: § 2(a) bars registration of marks not merely misdescriptive but “deceptive”, which is gauged by three-part test (LOVEE LAMB car seat covers are refused trademark registration under § 2(a) b/c 1) seat covers are not made from lamb 2) consumers likely to believe they are made of lamb 2) likely to affect their decision to buy b/c lamb is more expensive than simulated skins – even though Budge’s advertising and labeling indicated its actual fabric content: simulated sheepskin).

Confusing similarity to prior marks

In re N.A.D. Fed Cir. 1985; 253 (F: P sought to register NARKOMED for anesthesia machines but two prior registrants had used NARCO MEDICAL SERVICES for renting hospital equipment and NARCO for medical equipment including apparatus for anesthesia) H: confusion under § 2(d) b/c requires more than a mere assumption of confusion (no confusion b/c 1) marks are similar but not identical 2) not same goods = one is anesthesia machine, another is rental services in medical industry 3) machines are bought by sophisticated customers = doctors).

“Merely descriptive or deceptively misdescriptive’ 

Application of Sun Oil US Court of Customs and Patent Appeals 1970; 256 

(refused registration on ground that mark “Custom-Blended” for gasoline is merely descriptive of applicant’s goods under § 2(e)(1)). 

Concur (Rich): thinks “Custom-Blended” is so descriptive that it is generic.

§ 1052(e)(2) “Primarily geographically descriptive or deceptively misdescriptive”

Leow’s Theatres (Fed Cir 1985) 259 (H: “DURANGO” chewing tobacco denied registration under § 2(f) b/c geographically deceptively misdescriptive since goods did not come from Durango, Mexico)

Trademark Content

1) What can be registered?

a) § 1127 -marks protected by principal register: “any word, name, symbol, or device or combination thereof.”

b) Service mark -- § 1127 – same as above but used to “identify and distinguish the services of one person . . . and to indicate the source.” A & M
c) Colors protected if secondary meaning and non-functional Qualitex 
d) Fragrance see In re Clarke (protected floral-smelling yarn)
e) Slogans (but D will say it’s merely descriptive)
f) Packaging – registration of packaging on Principal Register is recognized (e.g. Coke bottle) but § 2(e) bars registration if packaging is merely functional.
g) Sounds (e.g. lion roar = MGM)
h) Buildings – registerable if indicates source of services it houses as long as building distinctive and not functional.
i) Industrial design – e.g. configuration of a chair
2) Supplemental Register § 1091-1096

a) Non-distinctive marks ineligible under Principal Register can be placed on Supplemental Register if “capable” of distinctiveness – can protect P in other countries (registers broader subject matter)
Qualitex v. Jacobson Products (US 1995) 281 (F: P tries to register green-gold color on pads for dry cleaning presses) (Breyer)

H: color can qualify for trademark if secondary meaning and not functional b/c color is capable of identifying product source – even though normally it merely serves aesthetic purpose; “shade confusion” concern is overblown and courts can handle whether color is being infringed; “color depletion” will be rare, doesn’t justify blanket rule. 

NB: location on goods – location of a particular tag which does not bear a word mark – can indicate origin and thus is registerable. Levi’s Strauss (secondary meaning can exist for location of tab on jeans) 

NB: families of trademarks – PTO has been reluctant to find rights in families of marks, but has sustained registrations on some. E.g. Kodak (Kodacraft, Kodachrome, etc.) 

Service marks

In re A& M (Fed Cir 1987) 267 (service marks and trade marks are basically the same, though former poses tricky issue of determining whether mark is being used to identify advertising services or goods themselves (P could register THE NOW GENERATION mark to identify its promotional services).

Cause of Action for Trade Marks and Trade Dress

1. § 43(a) (§ 1125(a)) – protects unregistered and registered trade marks/dress to same degree as other parts of Act protect registered marks
a. § 43(a) -- gives producer cause of action for use by any person of “any word, term, name, symbol or device or any combination thereof [which] is likely to cause confusion as to origin, sponsorship, or approval of his or her goods.
b. § 43 federalizes state law of unfair competition and goes beyond by providing claim for misrepresentation:
i. § 43(b) misrepresentation – gives right to sue competitor for:

1. misrepresenting quality of its own goods or services

2. misrepresenting quality of P’s goods or services in “commercial advertising or promotion”

c. Trade dress = the ‘total image” (packaging, graphics, sales techniques)

i. Trade dress is protected under § 43 IF:

1. inherently distinctive, even if no secondary meaning. Two Pesos
a. inherently distinctive = not merely descriptive (S = but trade dress is rarely descriptive of anything, unlike words, so it’s easy to satisfy this test!)

i. better test = how commonplace is the trade dress?

2. matter must be non-functional § 43(3).
ii. Product-design
1. Wal-Mart rule = product design is never inherently distinctive and trade dress rights are only enforceable upon secondary meaning.
d. Standing -- § 43(a) applies to “any person who believes that he or she is likely to be damaged” (competitors) 

i. courts split on whether consumers included; Act unclear.

e. Remedies – dx, profits, att fees, costs and destruction of infringing goods 

f. Title – work’s title can be protected under § 43(a) if distinctive or has acquired secondary meaning and if likelihood of confusion, but harder test b/c of 1st Amendment rights for other users.

Two Pesos v. Taco Cabana US (1992) 376 (F: Mexican restaurant alleged competitor infringed its trade dress) 
H: trade dress, like trade mark, that is inherently distinctive is entitled to protection under § 43(a) without proof of secondary meaning (Mexican restaurant’s décor -- “festive eating atmosphere ... decorated with artifacts, bright colors, paintings and murals” could be protected w/out showing of secondary meaning – b/c you should get protection even if you don’t have market share!

S = case should have applied test of whether décor was commonplace!

S = court decides narrow issue and suggests court didn’t think through all the issues. 

Wal-Mart v. Samara  (2000) US 14 Supp (F: Wal-Mart copied dress design, as opposed to packaging) 

H: Product-design trade dress requires showing secondary meaning to be protected b/c it cannot be inherently distinctive (refuses to extend Taco Cabana to product-design b/c 1) unlike words or packaging whose predominant function is source identification, consumer predisposition to equate product design with the source doesn’t exist (like color, Qualitex )– product designs don’t identify source but make product more useful or appealing). In marginal cases, courts should classify ambiguous trade dress as product design, requiring secondary meaning. 

TrafFix (US) (2001) (existence of a utility patent does not foreclose trade dress protection – but is strong evidence of functionality and requires heavy burden to overcome) 

Hartford House (10th Cir 1988) (high water mark for trade dress protection under § 43(a) (protected greeting card with poetry and color stripe, saying while paper, verse and ink are functional, the design and amalgamation of them are not)
Rights in Trademarks

Why register a mark?

1) § 33 (§ 1115) 
a) (a) presumption of validity -- registration is prima facie evidence of mark’s validity
b) (b) incontestability – after 5 years the mark is incontestable
(i) incontestable mark can only be challenged on grounds it has become generic. Park ‘N Fly 
2) § 22 (§ 1072) Constructive notice ***

a) registration nationalizes trademark rights - gives D constructive notice as of date of registration (but not before!) and eliminates the defense of good faith

i) Dawn Donut rule: registration prohibits others from using marks only in geographic areas in which registrant has recognition among consumers (and not in other areas until registrant enters that geographic market).
ii) cf. common law = rights were local 
Dawn Donut v. Hart Food 2d Cir 1959; 300 (F: P registered Dawn Donut mark first outside of Rochester; D used “Dawn” in Rochester) 
H: no infringement exists so long as junior user is expanding in area in which senior registrant has no recognition among consumers (b/c no likelihood of confusion) BUT injunction would be appropriate once senior registrant enters market. While registration gives constructive notice nationwide, other users can’t be enjoined. Abandonment rule on licensing: you can license others to use a mark w/out losing it but must police and monitor the licensees activities! (criticized rule) 
Cf. Rectanus (US 1918) (at common law, trademark rights were local = first producer has exclusive rights to its mark only in geographic market where it is recognized)
Trademark Infringement

1. § 1114(a) – infringement = likelihood of confusion among an “appreciable” number of consumers 

a. If competing products = Ask whether D would be confused if saw just D’s product singularly presented (not side-by-side with P’s product) Pikle-Rite (pickles)
i. Sight (look the same?)

ii. Sound (e.g. “Pole” and “Pol” too similar)
iii. Meaning (e.g. “Cyclone” and “Tornado” too similar). Mobil v. Pegasus (word “Pegasus” evoked symbol of flying red horse associated with Mobil)

b. Non-competing products = McGregor (jackets) turns on Polaroid factors:
i. Strength of P’s mark (how distinctive?)

ii. Degree of similarity b/w marks 

iii. Product proximity (how similar are products?)

iv. Likelihood that prior owner will bridge the gap (enter D’s market)
v. Actual confusion (not dispositive)
vi. Whether D acted in good faith in adopting its mark

vii. Sophistication of buyers (more sophisticated, less likely confused) 

c. Rely on consumer surveys! Hire a good expert

Same products 

Pikle-Rite Co. v. Chicago Pickle (USND Ill. 1959) 355 (F: Ps, trademark owners of “Polka” pickles, sought to enjoin D from using “Pol-Pak” pickles) 
H: (Pol-Pak was confusingly similar to P’s trademark “Polka” despite no evidence of actual confusion 1) prefix “Pol” is same and first part of a name is more memorable 2) mere fact that a side-by-side comparison shows them to be dissimilar is insufficient = consumers rarely shop that way – you ask whether consumer would be confused if it looked at the D’s product)
NB: courts often first dissect the mark to separate the distinctive parts from merely descriptive parts and discount any parts which are descriptive! See Flinkkote (finding no confusion b/w “Tile-Tex” and “Tile-Tone” b/c word ‘tile’ is descriptive) (court didn’t do this in Pikle-Rite and perhaps diff result if it had!). 
NB: Doctrine of foreign equivalence – first you translate a mark into English before you decide if it infringes (e.g. “Le Chien Noir” would infringe “The Black Dog”)

Different products

McGregor-Doniger v. Drizzle (2d Cir 1979) 361 (F: P has “Drizzler” mark for golf jackets; D used “Drizzle” for high-end women’s coats) 
H: weighing Polaroid factors, court finds no likelihood of confusion, most important fact was that golf jacket had different appearance, style, function, and price from D’s women’s coats  
Cf. Indianapolis Colts (7th Cir 1994, Posner) (court’s are skeptical of consumer surveys in infringement cases)

Antidilution
-- use even if there’s no confusion!

1) § 43(c) (§ 1125(c)) (1996) – Federal Trademark Dilution Act – 

a) § 1125(c) -- owner of “famous” mark is entitled to injunction against another’s use if it “causes dilution of the distinctive quality of the mark”
i) dilution § 1127 = the “lessening of the capacity of a famous mark to identify and distinguish goods or services, regardless of whether 
(1) competition b/w parties or 
(2) likelihood of confusion 
ii) mark must be “famous” measured by multi-factor test = is it a household name?
(a) distinctiveness 
(b) use
(c) advertising 
(d) geographic and trade channel penetration
(e) recognition of both parties in their respective areas of trade
(f) use by third parties
(g) degree of recognition of the mark in the trading areas used by mark’s owner * (so American Airlines can’t use statute to stop American Bookstore)
(h) federal registration status
iii) Moseley  - actual dilution must be established to prevail under FTDA (likely dilution insufficient)
(1) How to prove dilution? Very unclear! 
(a) Moseley hints that dilution can be shown by survey but doesn’t say what to ask
(i) Survey Q: ask consumers what they think of when they hear D’s mark? 
(ii) Need not prove economic consequences (lost profits) etc. Moseley 
(iii) Easy case: KODAK pianos
(2) Two types: blurring/tarnishment

(a) Tarnishment – Moseley (in dictum hinted that tarnishment might not even be protected) (but legislative history suggests tarnishment should be protected) 
iv) relief: only injunctive relief available
v) note: if an infringement action is available, dilution action is probably a waste of time
Moseley v. V Secret Catalogue US 2003; 310 (F: Victor’s Little Secret ran adult-toy, gag gift and lingerie shop in Kentucky) 

H: actual dilution must be established to prevail under FTDA BUT no need to prove actual consequences of dilution, such as actual loss of sales or profits b/c 1) while state statutes require “likelihood” of harm, FTDA expressly provides P is protected against use that “causes dilution” 2) contrast b/w “lessening of the capacity” of mark in § 1127, and later reference to “likelihood of confusion” confirms that actual dilution be established. 

Concur (Kennedy): thinks word “capacity” in § 1127 is significant and shows that dilution should be established if a mark’s “capacity” to be famous is eroded. 

NB: Some scholars think “actual dilution” requirement erects impenetrable barrier to federal dilution action. 

Anticybersquatting Protection Act

1) Domain names are not trademarks only if they identify the sources of the goods

a) e.g. Amazon.com = identifies source of goods; but eilberg.com is merely an address

2) § 1125(d)(1)(A) – person is liable in civil action for cybersquatting:

a) 1) P’s name must be distinctive or famous mark

b) 2) D has used domain name that must be “identical or confusingly similar” or, if famous, dilutive

c) 3) D must have had bad faith intent to profit from using mark

Sporty’s Farm v. Sportsman’s Market 2d Cir 2000; 19 (F: P Omega, which planned to enter pilot and aviation mail-order business in competition w/ D “Sporty’s” which had well-known and registered mark, registered “sportys.com” domain name and, after this suit, created “Sporty’s Farm” Christmas tree store to use the site – keeping it away from D; P sought declaratory judgment) 

H: (liable under Cybersquatting Act § 1125 b/c 1) “Sporty’s” is distinctive 2) “sporty’s.com” is confusingly similar 3) Sporty’s Farm acted with bad faith (P didn’t start using the domain name until after the litigation and had predatory intent). Remedy: injunction but not damages.

Limitations on trademark rights: fair use

1) Fair use defenses – where user is not using the mark as a mark but for other purposes

a) D refers to P’s mark to describe its own goods § 1115(b)(4) (statutorily protected)

i) D can refer to P’s mark to compare its products. E.g. CVS medicine can say “compare to Nyquil”

ii) Volkswagen (repair shop said “I repair Volkwagens”)

b) D refers to P’s mark to describe P’s goods. 

c) Nominative use – is permissible if all three:

New Kids
(1) product can’t be readily identifiable without use of mark 

(2) D is using mark only as much as is reasonably necessary to identify product 

(3) D can’t use mark to suggest sponsorship or endorsement by trademark holder 

(a) S = first two requirements seem superfluous 

d) Parody and satire (less likelihood of confusion) Ready Kilowatt 

e) Artistic use – movies pretty safe to use marks b/c not really claiming endorsement but unclear now that product placement is prevalent. 

f) Merchandising – courts skeptical of T-shirts with “Budweiser” logo if not from Bud. But see Job’s Daughters 
g) Collateral use – merchants can refer to goods they sell by manufacturer’s trademark

i) Issue: what if secondhand, repaired, reconstructed? Champion Spark Plug (1947) US (permitted collateral use of P’s mark so long as spark plugs bore word “Repaired” or “Used”)

New Kids on the Block v. News America 9th Cir 1992; 322 (F: conducted reader polls on New Kids) 
H: nominative use defense applies where use of trademark does not attempt to capitalize on consumer confusion and thus does not deceive the public; even though this is different from classic fair use case where D refers to P’s mark to describe its own product. (New Kids’ claim = that the polls implied that the New Kids sponsored it – was baseless b/c nothing in polls suggested New Kids were behind it). 

Trademark Remedies

1) § 1117 P may recover 5 types: cumulative (can get profits and damages)
a) Injunctive relief against further infringement – (normal remedy)s
i) Usually granted absolutely (stop conduct altogether) or not at all
b) Monetary remedies: available only if D intentionally infringed 
i) D must have had actual notice of registration or constructive if ® accompanied mark. § 1111

ii) can be measured as 
(a) 1) profits lost by mark owner (lost profit per unit X # units) (point = make P whole)
(b) 2) accounting for profits earned by infringer (unjust enrichment). 
(i) Maltina (P hadn’t used mark)
1. P need only show D’s gross profit and D can deduct cost of goods sold (but overhead and other fixed costs must be proven as attributable to these costs)
2. theory: D’s profits are good measure of P’s lost profits 
iii) Court can adjust damages up to 3 times if really egregious behavior 

iv) Other damages – consequent economic injury to P’s reputation (dilution) 

c) Attorney’s fees

i) Only available in “exceptional cases” 
ii) Could be more valuable to P than injunction 
2) Third party liability 

a) Contributory liability -- licensor, distributor or manufacturer is contributorily liable for infringement if:
i) 1) “knows or has reason to know” of the violations and 
(a) reason to know = tipped off, but no duty to investigate 
ii) 2) induced or contributed to liability (e.g. allows its premises to be used for selling infringing products that it knows or has reason to know are infringing) Hard Rock Café 
b) vicarious liability – narrower theory – liability based on relationship w/ infringer if third party has financial interest and directly controls those responsible (rejected in Hard Rock Café).
Maltina v. Cawy Bottling 5th Cir. 1980; 337 (F: D infringed P’s “Cristal” mark even though P wasn’t using it) 
1) accounting is appropriate even where Ps hadn’t sold any appreciable amount of the product and thus there was no diversion of sales – an accounting would still serve broader purpose of Act of remedying unjust enrichment and deterring future infringement. 
2) in calculating accounting, district court properly disallowed D’s claimed “deductions” of overhead expenses b/c no evidence that D’s sale of infringing goods affected its overhead expenses. 
3) reverses actual damages awards b/c no evidence that Ps were making Cristal themselves. 
Minnesota Pet Breeders (8th Cir 1994) (profits should not be awarded if injunction will suffice and only then if injunction is appropriate).

Against whom can you recover damages

Hard Rock Café v. Concession Servs. 7th Cir 1992; 347 (F: P sought to enjoin D fleamarket manager from others’ selling of counterfeit Hard Rock café t-shirts) 

H: contributory liability (remands on whether D flea market owner knew or should have known about vendor’s T-shirt sales; perhaps should have known due to cut labels). 

Trade Secrets

1) R § 757 – is it a trade secret?

(1) a “process or device for continuous use in the operation of the business’ including info related to “the sale of goods or to other operations in the biz” and 
(2) secret MUST give holder an advantage over others who do not know it.
(a) info must derive independent value from not being generally known
(b) Need not be absolute secrecy (can reveal in confidence to licensees or employees) as long as it does not become generally known (can be secret and known to more than one company)
(c) E.g. code for determining discounts, customer lists, rebates, or method of bookkeeping.
(d) Customer lists – “memory rule” (can use customers’ names remembered)
(e) Cf. Uniform Trade Secrets Act (some states) – more broadly defines trade secrets as including data which has “actual or potential” use in biz, e.g. employee’s salary or a sealed bid used once, and negative know-how (what not to do).
b) Is D liable? R § 757 - one who discloses or uses another’s trade secret is liable IF

i) (a) he discovered the secret by improper means 
OR 


(1) improper if violates “generally accepted standards of commercial morality”!  DuPont (aerial photos is improper even if not tort); going through trash = improper 

(2) reverse engineering is permissible (shows trade secrets aren’t property rights) 

ii) (b) his disclosure or use constitutes a breach of confidence.

iii) UTSA = D is liable if acquired secret, even if didn’t use or disclose

c) third party liability – liable for disclosure or use of trade secret if third-party knows or has reason to know that it was obtained by improper means.

2) Limits of protection: restraints on post-employment competition (two methods)

a) Covenants not to compete – promise not to work for competitor
i) enforceable only if reasonable in duration, geographic area and subject matter. 

ii) Reed, Roberts = suggests covenant won’t be enforced if unlikely trade secrets disclosed.

b) Confidentiality agreement (contract not to reveal trade secrets) - injunction available if P shows:

i) 1) it’s a trade secret 2) trade secret is P’s 3) D employee is or about to use it.

ii) Pepsi (grants injunction where inevitable that D would reveal secrets)

3) Remedies:

a) Injunction – only if trade secret is still secret

b) Monetary relief – in “exceptional circs” Uniform Trade Secrets Act § 2(b)

i) Usually measured by claimant’s lost profits or infringer’s unjust enrichment

ii) Willful misappropriation – can award up to 2x damages

iii) Bad faith = att-fees

Trade secrets cases
Mettalurgical Ind. v. Fourtek 5th Cir 1986 119 (F: D competitor copied P’s zinc recovery furnace) 

H: 1) secrecy need not be absolute – P’s limited disclosure did not estop its claim b/c it merely revealed its secrets to potential contractor to further its economic interests) 

Bases for trade secrets protection: 

1) creates economic incentives for people to do biz better

2) fairness

DuPont v. Christopher 5th Cir 1970; 135 (F: D took aerial photos of DuPont’s facilities under construction – where unpatended processes for methanol production was underway -- and sold photos to third party) 

H: § 757 can give rise to trade secret violation even where no contract or tort violation – shows that trade secret law goes beyond just tort and contract law (aerial photo is “improper” discovery even if not a trespass).

Court concerned 1) businesses should engage in fair play 2) it would really costly to erect protections in cases like this.
NB: beware! P should not rush into suit or might risk disclosing trade secret and then losing suit!

Limits of protection: restraints on post-employment competition

Pepsi v. Redmond (7th Cir 1995) 145 (F: D left Pepsi (makes AllSport) for Quaker to run Gatorade division; D had signed agreement not to disclose trade secrets) 

H: controversial case: court may enjoin high-level exec from leaving job if new job will “inevitably” lead him to rely on P’s trade secrets (enjoins employee from leaving job for 6 months b/c knowledge about business and pricing plans would inevitably shape his new job (which involved business planning) and lack of good faith suggests he could not be trusted to avoid conflict).

NB: case suggests high-level executives may be stuck in their job even if they don’t sign non-compete Ks.

NB: but case notes that general skills and knowledge aren’t trade secrets

Reed, Roberts Ass. v. Strauman (NY 1976) 155 (F: D employee left P and started own biz despite non-compete clause which barred him from going to competitor w/in 3 years or “directly or indirectly” soliciting P’s clients) H: covenants must be reasonable (no trade secrets involved and mere fact D was privy to confidential customer info is insufficient). 

Bases for rule:

1) society is benefited by efficient allocation of employees 2) employees shouldn’t be hostage to employer

Strange? Strauman signed a non-compete clause and was allowed to compete while Redmond was barred from leaving even though he hadn’t promised to leave.

Kewanee Oil v. Bicron US (1974) 162 (F: P’s product, synthetic crystals, could have been patented but was not and sought trade secret protection by contracts with employees) (Burger) 

H: state trade secret law is not pre-empted by federal patent law – it’s not an obstacle to fed law -- even though trade secret law is perpetual and even though it keeps things secret b/c

1) they’ve co-existed for many years w/ Congress’s acquiescence 

2) in 3 situations, trade secret laws don’t conflict with twin objectives of patent law: encouraging invention and disclosure of invention.

-- if it’s not patentable, allowing trade secret protection doesn’t harm twin objectives of patent law 

-- if it is patentable or could be patentable, inventors will prefer patent protection over trade secret protection b/c it’s stronger, so no conflict (J. Marshall disagrees, noting perpetual protection under trade secrets law)

Concur (Douglas): thinks case undermines Sears and Comco – which underscores that something that is not patented should be freely used by public -- b/c trade secrets injunctions offer indefinite protection, which undercuts patent goal of keeping unpatentable inventions open to the public (S = but answer to this arg is that trade secret law doesn’t forbid others from using a product as long as they discover it on their own, while patent rights are good against the world).

NB: another reason why no conflict: if unsuccessful at obtaining patent on invention, it’s still kept secret and rejection does not mean it’s disclosed. 35 USC § 122 (but public prying may reveal info) 

Patents – Subject-Matter

To be patentable the invention or discovery must be: 
i. (1) new

ii. (2) useful

iii. (3) nonobvious

iv. (4) subject-matter: “process, machine, manufacture or composition of matter”

1. Patentable subject matter - 35 USC § 101 – what is eligible?

i. Subject is very broad! “anything under son made by man” 
Chakrabarty
ii. Exceptions

1. laws of nature 

2. natural phenomena (e.g. new plant found in the wild; but can get patent on use)

3. abstract ideas 


a. Cf. State Street Bank (even an algorithm is patentable if it gives “useful, concrete and tangible result” = e.g. helping calculate share price)
iii. 1) Products =  “machine, manufacture of composition of matter”
iv. 2) Process = § 100 means “process, art, or method, and includes a new use of a known process, machine, manufacture or composition of matter or material.”
a. “new use” patents – combines old process and old product to produce new result (may be hard to show nonobviousness). 

v. 3) “Any new and useful improvement” on a process, machine, manufacture or composition.

vi. Other types:

a. Plants – Plant Patent Act allows patents for asexually reproducing new variety of plant – but this does not include newly found plants.

b. Designs

c. Animals – e.g. PTO has allowed patent of genetically altered mouse.

d. Medical procedures – e.g. eye surgery technique – patentable but §287(c) prohibits suing doctor for performing a medical activity.

Diamond v. Chakrabarty (397 1980 US) (F: P sought to patent live human-made microorganism capable of breaking down crude oil) 

1) patent subject-matter is understood very broadly – “anything under the sun that is made by man” (rejects arg that whether genetically engineered organisms are patentable is a legislature question, as § 101 says “any” – suggests that in other borderline cases with new inventions, the court will interpret the statute broadly, even if this raises moral questions (Congress can come back); court’s job is just to apply the statute.
2) microorganisms patentable under § 101 as either manufactures or compositions of matter, key factor being distinction b/w products of nature and human-made inventions, not whether they’re alive (P’s microorganism is patentable b/c it is a non-naturally occurring manufacture or composition of matter, a product of human ingenuity and research)

State Street Bank v. Signature Financial Fed Cir 1998 403 (F: P’s patent was for computer system which used algorithms to calculate share price) 

1) mathematical algorithm is patentable if applied for a “useful, concrete and tangible result.” (algorithm in computer program is patentable b/c helps calculate stock prices)

S = this case suddenly made Internet encryption and other computer programs protectable; and perhaps even FedEx hub and spoke system of delivering packages might also be protected! 
2) discards business method exception – court makes clear you can patent business methods

NB: PTO rarely denies patents on subject matter (granted patent for swinging on swings, how to put golf club)

Patents - is it “useful”?

1. utility 

a. easy standard = invention is “useful” as long as it tries to serve a useful purpose, even if not successful in result. (J. Story)
b. utility of chemical compound must be specifically identified – not merely “likely” useful Brenner (but rule has been softened somewhat)
c. § 112 – utility not presumed – must be disclosed as part of the patent specification. 
d. Inventorship - for patent to issue, claimed invention must have originated with applicant(s). § 102(f). Joint inventorship – joint patent can be given as long as inventors invented it together regardless of who thought of what first. 
2. Enablement requirement

a. § 112 – application must 
i. 1) contain written description of invention and 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 it AND
1. Garlock = § 112 need only enable someone “skilled in the art” to practice the invention and only as of filing date, not the time of trial
ii. 2) set forth best mode contemplated by inventor for carrying out his invention 
Brenner v. Manson US 1966; 477 (F: chemical process sought to patented as “composition of matter” had no demonstrable utility) 

H: utility must be specifically identified – not merely “likely” useful – b/c patents based on speculative utility would threaten a “monopoly of knowledge.” “A patent is not a hunting license.” Court concerned about industry attempts to carve out large technical areas by using unripe patents (S = this is odd b/c people wanted to buy this guy’s chemical compound)

Concur (Harlan): concerned that case will discourage discovery in chemistry.

S = this is widely thought to be a stupid opinion and has been loosened. 

E.g. pharmaceuticals – utility test for pharmaceuticals liberalized; it’s enough if you show that compound cure things in vitro in test tube, and it’s up to FDA, not PTO, to ensure safe.

Lowell (J. Story) (utility is easily shown as long as invention is not frivolous and market will take care of anything that is useless). 

Enablement requirement

WL Gore v. Garlock Fed Cir 1983 487 (F: D says patent applications on how to stretch Teflon didn’t satisfy § 112, first and second paragraphs) 

H: (no evidence that those “skilled in the art” wouldn’t have understood P’s specification even though didn’t define terms “stretch rate” and didn’t say how to calucate the minimum stretch rate about 35 degrees; also, ). 

Novelty

1. § 102(a) = invention NOT patentable if, before applicant invented it, it was 
a. “known or used by others in this country, or
i. “known” – publicly known and enabling disclosure
Borst
ii. prior inventor need not have reduced it to practice (blueprint OK) 
b. patented or described in a printed publication in this or a foreign country
i. Printed publication = turns on whether publicly accessible
c. Relatively easy to show novelty b/c prior art must be one single reference that all the elements of P’s invention 
2. § 102 (e) – not patentable if invention was described in another’s patent application that was later granted.
3. § 102(g) ​ - interference (where two or more applicants in US claim priority): 
a. (2) P’s patent is barred if before his invention someone else invented it and did not abandon, suppress or conceal it.
b. the first person to conceive (enabling disclosure) is first inventor under § 102(g) provided that he worked diligently from a time prior to second inventor’s conception of invention up until the moment of reduction to practice 
i.  Easy case: X invents before Y invents, but Y files patent before X --> X gets patent b/c first inventor (this is US rule, unlike Europe and Japan which has first-to-file rule)
ii. Harder case: X conceives of idea first but Y reduces to practice first --> X gets patent b/c “reasonable diligence”
iii. Paulik case: X conceives of idea, reduces the idea to practice, then puts work aside -- all before Y conceived of idea and reduced it to practice – but X filed patent application later --> Court says X gets patent
Borst Customs and Patent Appeals 1965; 415 (F: Atomic Energy Agency memo described nuclear reactor safety invention which P tried to patent) 

H: “known” in § 102(a) means invention is “accessible to the public” AND sufficiently disclosed such that one “skilled in the art” could reduce invention to practice  -- even if already reduced to practice (P’s invention unpatentable under § 102(a) b/c secret Atomic Energy Agency report is evidence of prior knowledge).

S = if someone invents something “in the closet” (never discloses) then a subsequent inventor can still patent

Paulik (Fed Cir 1985) 432 § 102(g) (F: Product reduced to practice in ’70 but patent not filed until ’75).

H: an inventor’s resumed activity can be used as evidence to show priority of invention under § 102(g) (to show absence of inactivity or deliberate concealment). 

“Invention “could be two moments:

1. Conception = disclosed sufficiently so that someone skilled in the art could reduce it to practice

2. Reduction to practice = product or process is built or used (but filing patent application is constructive reduction to practice).

Statutory Bar

1. § 102(b) – NOT patentable if more than one year prior to filing date (critical date), invention was
a. patented or described in printed publication in this or foreign country OR
b. in “public use” or “on sale” in this country 
a. “public use”

i. public use tends to turn on policies underlying 102(b): 
1. 1) discourage sitting on inventions and 
2. 2) don’t want inventor to extend patent monopoly
3. Metallizing Engineering
ii. Egbert “public use” exists if 1) inventor lets others use invention and 2) imposes no restrictions on secrecy
iv. Experimental use not public use (but marketing tests are public use) TP Labs
v. Anticipating events abroad can constitute “public use”
b. “on sale”

i. Pfaff - “on sale” -- beginning 1-year period -- IF 
1. 1) offered for commercial sale, even if not reduced to practice (whether or not buyer actually buys it)
2. 2) ready for patenting (i.e. reduced to practice or enabling disclosure)
Public Use

Egbert v. Lippmann US 1881 (Supp 25) (F: P gave fiancée corset springs invention 11 years before patent) H: “public use” exists even if only one device used by one person if inventor lets others use invention and imposed no restrictions (inventor “slept on his rights for 11 years” b/c gave device to fiancée without restrictions on use)
Metalizing Engineering (SUPP)?????? (found “public use” even though inventor was selling output of his metal-coating invention and even though he used invention secretly in his factory and output did not tell anyone how to make his invention b/c don’t want inventor to extend monopoly beyond what patent statute says that).

Cf. Gore v. Garlock (???) (distinguished Metalizing : it is not a “public use” if someone else uses invention in secret, b/c the concern about extending monopoly not present) 

S = cases reflect policy-driven reasoning behind § 102(b)): prevent people from squeezing out extra value for their invention beyond the 1 year period. Court’s determination of “public use” tends to turn on policy concerns.

TP Labs v. Professional Positioners Fed Cir 1984; 424 (F: P tried out his orthodontist retainer invention on 3 patients years before filing patent) 

H: use is not “public use” if experimental (even if not in statute!)-- even if not totally secret -- as long as its purpose is to experiment under totality of circs, weighing 1) whether records were kept 2) whether inventor imposed secrecy 3) how many tests conducted 4) how long testing period lasted (inventor’s use of dental appliance on 3 patients was non-barring experimental use; he was testing the device, not the market).
On sale 

Pfaff Sup Crt 1998; 418 (test above) 

(P’s computer chip invention was “on sale” even though it hadn’t been reduced to practice b/c before the critical date, he marketed it and sent drawings to manufacturer)
Nonobvious

1. § 103(a) – NO patent if it would have been obvious to someone skilled in the art 
2. Three steps
Graham 
a. 1) survey scope and content of prior art

i. Prior art? – not defined in § 103 (unlike § 102)
1. rule: anything that is prior art under § 102 constitutes prior art under § 103. Foster
2. what’s included in prior art: is it relevant: Clay
a. 1) whether art is from same field  OR
b. 2) if reference is not within field, whether reference is still reasonably relevant to particular problem
3. “secret prior art” – prior art under 102(e) – art described in pending patent applications that are later granted – is prior art under 103. Hazeltine
4. can combine multiple prior art references but mere existence of all elements in prior art is not enough to make it obvious unless person had reason or motive to combine. 

b. 2) examine differences b/w invention and prior art
c. 3) determine level of ordinary skill in the art
i. the dumber the ordinary skilled inventor in the field, the easier it is to get patent  
d. 4) secondary considerations (always apply, regardless of outcome above)
i. commercial success of invention – but must show nexus b/w success and the invention. Stratoflex
ii. acceptance by competitors (e.g. if they license it)
iii. long felt need 

iv. failures of others to invent it 
v. predicted failure (people predicted it would fail)
e. § 103 - patentability doesn’t depend on manner in which invention made
Graham v. John Deere (US) 442; (1966) (F: P’s spring clamp for plows puts hinge plate above the plank) H: (patent is obvious b/c sole difference b/w it and prior art is that it inverts the shank and the hinge plate, which reduces stress) [but court fails to say what person of ordinary skill is, perhaps b/c it might be obvious to anyone!]

- notes constitutional foundation for nonobvious rule: patents must “promote the progress of the useful arts” in Art. I so patents for obvious inventions seems inconsistent

In re Clay (Fed Cir 1992) 37 

H: two-step test for relevance of prior art (prior invention was not analogous even though both related to oil industry: earlier invention dealt with plugging underground formation anomalies while P’s was to solve problem of dead volume in tanks for storing petroleum).

Stratoflex v. Aeroquip Fed Cir 1983; 450 (F: P invented improved fuel hose, using conductive “carbon black” in inner layer and Teflon in outer layer) 

1) combined four prior patents – which addressed rubber tubes, problem of pinholing, and Teflon tubes – to find that invention was obvious)

2) secondary considerations:

Deuel (Fed Cir 1995) 461 

H: test in chemistry for obviousness is whether one chemical compound is structurally similar to another (prior art consisting of 1) known protein and 2) prior method of gene cloning did not render P’s invention obvious b/c the DNA genetic code ) (S=this case is criticized in biochemistry field; also DNA is arguably unpatentable subject matter b/c product of nature)

Old cases

Hotchkiss (US) (1851) (old “invention” test – rejected for being too vague, along with “flash of creative genius” test rejected later) (refused patent for mere substitution of materials – porcelain or clay for wood or metal in doorknobs).

A&P (old case: grocery-store checkout conveyer belt not an “invention” b/c it was just a combination of existing elements (spring, etc.) and no synergy) (rejected rule b/c every invention is sum of parts) – rejected in § 103

Combination patents subject to same standard! Sup Court traditionally held mechanical inventions that combined old elements to stringent standard, requiring synergy. Sakraida US (1976); But Fed Circuit rejected this – even though Supreme Court case! -- and new rule is that all patents are subject to same standard (otherwise it would be inconsistent with § 103 rule that patent need only be nonobvious)

What is prior art? § 102 and § 103 in concert

Hazeltine Research v. Brenner US 468 (1965) (introduces notion of “secret prior art” = § 103 prior art includes not only art publicly known but also includes pending patent applications under § 102(e), even though secret) 

Foster USPQ 1965 (anything that is prior art under § 102(b) – things published before critical date -- is prior art under § 103) S = this seems inconsistent with 103 language but is good law! 475) 

Bass USPQ (§ 102(g) subject matter is prior art) (§ 103(3)(c)(1) amended to solve the problem under Bass where corporate research team members would both be denied a patent b/c their inventions were deemed prior art). 

OddzOn (1997) (§ 102(f) creates a type of prior art, even though less clear than others)

Rights in Patents

1. § 271 – patentee has right to exclude others who make, use or sell invention for 20 year from time of application.

i. First sale doctrine – buyer of patented product is free to resell it

1. seller can contract around this doctrine

ii. Reconstruction (permissible) vs. repair (not)
Wilbur-Ellis
Infringement 

2. Basic inquiry: Does each element of accused device “read on” the patent claim? 

3. Doctrine of equivalents – product infringes if – at time of alleged infringement -- there is ‘equivalence’ b/w elements of accused product and claimed elements. 

a. Equivalence turns on whether accused process contains elements identical or equivalent to each claimed element in patented invention 

i. apply on element-by-element basis. Warner-Jenkinson (this encourages patentees to limit the number of elements in patent!)

ii. Graver Tank triple test: does it perform substantially same function, in substantially same way, for substantially same result?

iii. More likely equivalent if someone reasonably skilled in art would have known of interchangeability of new ingredient at time of infringement
b. infringer’s intent is irrelevant

c. EXCEPTION: prosecution history estoppel – P is estopped from relying on doctrine of equivalents IF:

i. During the patent prosecution, P amended its claim, narrowing its patent AND

ii. P amended for reasons of patentability and not for some other reason. P has burden to show reason was not for reasons of patentability or else it’s estopped b/c it surrendered part of claim.

a. See Warner-Jenkinson (6.0 vs. 9.0 pH)

b. Festo (prosecution history estoppel applies to all types of amendments, including enabling disclosure)????

4. Types of infringement
a. Direct infringement § 154 = D makes, uses or sells 
i. good faith or ignorance is no defense

ii. infringement includes offering to sell and importing
b. Indirect = D actively encourages another to make, use or sell (even if no intent)

i. § 271(b) – inducement to infringe may include distributing brochures advertising sale of infringing goods, instructing on use of patented process, buying articles made by infringing process, encouraging a licensee to breach its patent license agreement. 

c. contributory = knowingly selling or supplying item for which only predominant use is in connection with patented invention (good faith is defense)
i. Morton Salt (can’t wrongfully tie patented product to staple products)

ii. 271(d) – BUT patentee can extend patent over non-staple items (whose only use is in connection with the patented item)

d. infringement includes shipping outside US components of patented invention for final assembly (closed Deepsouth loophole) § 271 (f) 

e. infringement includes unauthorized importing of product made by a process patented in the US. § 271(g)

5. EXCEPTIONS: 

a. experimental use (rare) – testing an invention for non-profit reasons

b. § 271(e)(1) – not an infringement to make, use or sell patented medical devices and pharmaceuticals manufactured using recombinant DNA or RNA solely for submission to FDA for drug approval.

Paper Converting v. Magna Graphics Fed Cir 1984; 513 (F: D made, sold and delivered toilet paper rewinder but didn’t complete until after P’s patent expired) H: suggests merely gearing up for production may infringe a patent that’s about to expire if it amounts to testing a completed but unassembled competitor [codified in § 271(a): “offer to sell” is infringement] (D infringed even though toilet paper machine was not fully built and operating b/c it had “substantially” manufactured and tested, delaying final assembly and delivery until after P’s patent expired in “scheme”)

Dissent (Nies): majority overlooks Deepsouth and extends patent beyond 17-year-period.

Cf. Deepsouth (US 1972) patent NOT infringed where unpatented elements were made in US but assembled outside US) (overruled in § 271(f)(1)  
Wilbur-Ellis v. Kuther US 1964; 522 (F: D resized and fixed up P’s patented fish canning machines for use with 5-ounce cans; patent applies to 1-pound cans) H: no right to reconstruct invention but there is right to repair (P’s resizing of machine was not infringement -- not “reconstruction” b/c it was “kin to repair” to revise machine for 5-ounce cans and P’s patent applies to only 1-pound cans)

Aro US (reconstruction is only found in rare circs where a patented combination is rebuilt from the ground up; suggests that replacing even a really expensive part is not reconstruction (not infringement to replace fabric of patented convertible auto top)

Dissent (Brennan): thinks replacing significant or expensive unpatented parts should constitute reconstruction

Licensing issues:

Brulotte (US) (patentholder can’t by K charge royalties accruing after patent expires)

Licensee estoppel – Lear (US) (abandoned old rule that licensees, sued for non-payment of royalties, can’t assert defense that licensed patent is invalid b/c want to ensure that invalid patents are challenged to promote free competition as in Sears and Compco).

Assignees of patents -- can defend suits on the ground that the patent is invalid

Doctrine of equivalents

Graver Tank v. Linde Air Prods US 1950; 551 (F: D’s electric welding composition substituted silicates of calcium and manganese – the latter not an alkaline earth metal – whereas P’s patented composition used silicates of calcium fluoride and magnesium) 

H: doctrine of equivalents (D’s welding invention was equivalent to P’s even though it did not fall within literal terms of patent claim (substituted a non-alkaline earth metal) b/c it was clear in prior art that manganese silicate was useful). 

Dissent (Black): doctrine circumvents statutory requirement that patentee specifically claim the invention covered by the patent – anything not claimed is “dedicated to the public.” Majority’s doctrine expands patentee’s monopoly!!

Warner-Jenkinson v. Hilton Davis US 1997; 558 (F: P, which had patent for “ultrafiltration” process that purified dye at pH levels from approximately 6.0 to 9.0, alleged D infringed for similar process for pH levels of 5.0) 

1) doctrine must be applied to individual elements of the claim, not invention as a whole. 

2) prosecution history estoppel – whether P is estopped turns on purpose (P is estopped from expanding its claim because it amended its claim to say 6.0 to 9.0 pH and failed to show that it amended the lower-limit for reasons other than patentability)

Markman (construction of patent claim is exclusively for judge, not jury) 

NB: reverse doctrine of equivalents – double-edged sword – where accused matter literally falls under subject matter of patent claim but performs same or similar function in such a substantially different way that it is deemed not equivalent. See Mead 582.

Remedies

1. remedies for infringement are:
a. injunction § 283 (routine)
i. rare exceptions: laches (if P unreasonably delays suing), estoppel (P misleads D into infringing) or disproportionate harm to infringer
b. damages “adequate to compensate” P but in no case less than what would constitute a reasonable royalty (trebled if appropriate). § 284
i. P’s lost profits: patentee must show “but for” infringement it would have made those profits (can’t recover D’s profits, unlike trademark)
1. Panduit test for but for causation: P must show 1) demand for patented product; 2) P would not have lost the sales to a non-infringing third party *** 3) manufacturing and marketing capacity 4) amount of profit it would have made. 
2. lost profits can include lost sales on:
a. P’s patented product which has been infringed AND
b. P’s other products unrelated to items in suit as long as satisfies but for test and FOS. Rite-Hite
c. entire market value rule – P can only get lost profits on components that go with patented device but not things that conveniently are sold with it 
i. e.g. if burger infringed, could get lost profits on sales of burger pattie and bun but not fries and coke.
d. reasonable royalty – if lost profit is zero, P gets reasonable royalty instead.

c. att-fees in exceptional cases (willful infringement cases)
Rite-Hite v. Kelley Fed Cir 1995; 533 (F: P sought lost profits on loading dock device, including lost profits on ADL-100 device not covered by patent in suit) 

1) lost profits can be obtained under § 254 for anything that compensates P as long as it is reasonably foreseeable and satisfies “but for” test -- even for products that aren’t covered by the patent in the suit (but not every remote consequence: not heart attack of inventor)

Copyright

Is subject matter copyrightable?

1. § 102(a) copyright extends to:
a. original works of authorship fixed in any tangible medium of expression.
i. (1) literary works
ii. (2) musical works, including any accompanying words
iii. (3) dramatic works, including any accompanying music
iv. (4) pantomimes and choreographic works
v. (5) pictorial, graphic, and sculptural works
vi. (6) motion pictures and other audiovisual works
vii. (7) sounds recordings; 
viii. (8) architectural works
2. § 102(b) -- subject matter NOT copyrightable: 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. Idea-expression dichotomy -- separate author’s unprotected idea from protected expression  

i. if intertwined, others can copy as much of the expression as necessary to use idea, but rest remains protected. Seldon
1. Merger doctrine: NO copyright protection if idea can only be expressed in one or limited number of ways.

2. Scene a faire doctrine: NO copyright protection for certain clichés and character attributes in fictional works. 

b. functional or utilitarian aspects

1. § 101 (pictorial, graphic and sculptural works copyrightable – even if they have mechanical or utilitarian aspects – as long as they have pictorial, graphic or sculptural features that can be identified separately and are capable of existing independently of the utilitarian aspects of the article).

2. Mazen (statuettes)

3. Term – lifetime of copyright owner plus 70 years

Baker v. Seldon US 1879; 608 (F: P sought to protect book-keeping method) 

H: idea-expression dichotomy: copyright protects expression but not ideas (copyright doesn’t give exclusive right to account-book method described in book, but this is close case b/c distinction b/w accounting system and its description is blurry, unlike a description of a plow or a medicine; court, puzzlingly, says that bookkeeping is “not the subject of copyright” but courts have backed away from that.
Mazer v. Stein US 1954; 978 (F: statuettes meant for use as bases for table lamps) 

H: protection for “works of art” includes artistic articles have “mechanical or utilitarian aspects” as long as they have expressive aspect (statues copyrightable ‘works of art’)

Originality

1. MUST be original § 102(a) 
a. copyright protects originality, not effort, but only a very small amount of originality is required (author came up with it on his own).

Feist
i. e.g. artworks are original even if drawn from real life –even photographs because there are artistic choices. Bleistein
b. facts are not copyrightable BUT compilations of facts are protected under § 102 IF “selected, coordinated and arranged” in a way that has minimum degree of creativity. Feist (white pages) 

2. MUST be fixed in tangible medium of expression 

a. § 101 – work is “fixed” in tangible medium of expression when its embodiment in a copy or phonorecord . . .
i. is sufficiently permanent or stable to permit it to be perceived, reproduced, or otherwise communicated for a period of more than transitory duration.
1. E.g. merely reciting poetry is okay
2. e.g. makeup on play actors were “fixed” (close case)
ii. by or under the authority of the author [not “fixed” if secretly recorded by someone else]
b. what is “copy”?

i. § 101 – copies are “material objects … 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.”

Bleistein v. Donaldson Lithographing US 1903; 618 (F: poster of circus scene in ad) 

H: 1) copyright applies to works drawn from life b/c every work of art has something original and creative 2) copyright applies to advertisements, which can still be “connected with the fine arts” under statute even if for profit (posters copyrightable). 

Feist v. Rural Telephone US; 623 (1991) (F: white pages) 

1) compilations require minimum degree of creativity (P’s white pages NOT original b/c garden-variety list of names listed alphabetically “devoid of even the slightest trace of creativity” even if P expended effort to gather the facts) 

2) rejects sweat-of-the-brow standard – so non-fiction work has “thin” protection and another could copy by changing the selection even slightly despite author’s hard work.

BellSouth (11th Cir) (yellow pages insufficiently original b/c headings standardized)

MidAmerica (compilation of real property title data lacked sufficient creativity)

Research:

Miller (5th Cir) (labor of research by an author is not copyright protected)

CC Info Services (2d Cir) (book’s projection of values for used cars not original)

Maps: courts split on whether protected. Amsterdam (map isn’t original) Hamilton (protected map that was based on other maps but also contained elements compiled from other maps and info that hadn’t previously been used in map form).

Case reports: West Publishing (protected publisher’s arrangement of case reports on grounds it was a result of a lot of hard work – good law after Feist?) 635

Reproductions: Alva Studios (reproduction of Rodin sculpture was sufficiently original in light of “great skill and originality” required to exactly reproduce a great work) cf. L. Batlin & Son (plastic model of Uncle Sam bank was unoriginal)

Obtaining Copyright Protection


Formalities

1. for works published after March 1, 1989 . . . 
a. Notice not required (1976 Act)
b. Registration not required § 408 but advantages: must register or try to register to bring infringement suit § 411(a) or get att-fees or dx. § 412.
c. Deposit – must deposit two copies or phonorecords in Copyright Office (though not a condition to copyright) [often ignored].
Who owns copyrighted work?

1. “Author[s]” own copyrighted work.§ 201(a) – who executes the work and translates it into tangible medium of expression. 
2. “Works for Hire” 

a. § 201(b) –employer is considered to be the author of a work-for-hire and owner of copyright unless parties have agreed otherwise.

b. § 101 – “work made for hire” is a work 
i. (1) prepared by employee within scope of employment 
 OR
1. Reid rule: determine if person is employee or mere independent contractor using agency principles (12 factors, including hiring party’s right to control, benefits, skilled required, location of work, who supplies tools). 

ii. (2) specially ordered or commissioned for use as a contribution to a collective work or as part of motion picture or other audiovisual work, as a translation or a supplementary work, as a compilation, or an instructional text, or answer material for test, atlas, if parties expressly agree in writing that work shall be “work made for hire.”
c. Termination –works for hire aren’t subject to § 203 (giving initial owners inalienable right to take back copyright 35 years after selling it). Ordinarily, parties can contract around § 203 but you can’t for works for hire???
3. “Joint Works” (e.g. Gilbert & Sullivan and Woodward and Bernstein)
a. § 201(a) Authors of joint work are co-owners of copyright in work 
i. each have independent right to use or license use, and must share profits equally absent contract.
b. § 101 – “joint work” = work prepared by 2 or more authors with intention that contributions be merged into inseparable or independent parts of a unitary whole.
i. Trinity test: to be joint work…must show
1. 1) parties intended to be joint authors at time of creation 
a. rule goes beyond statute: statute says intend that work be merged and this test adds that you intend to have the status of joint authors; this ensures that editors of author’s works aren’t co-authors.
2. 2) party seeking to be co-author must show that its contributions were independently copyrightable.
3. cf. “collective work” = lacks elements of merger and unity
Work for hire

Community for Non-Violence v. Reid US 639; 1989 (“Third World America” sculpture) 

H: work-for-hire test, rejects “control” test (doesn’t matter who controlled work) (Reid was mere independent contractor not an employee b/c he controlled manner in which work was done, supplied his own tools).

Bad reasoning? Case likely to cause confusion because determining what is “employee” is itself difficult and involves using a “control” test like one court rejected. 

Joint works

Erickson v. Trinity Theatre 7th Cir. 1994; 646 (F: P seeks to enjoin theatre from performing three plays and using two videotapes to which she owned copyrights) 

H: (“Much Ado” is not joint work b/c insufficient intent: P had final say on all decisions and also not independently copyrightable b/c just ideas and refinements; “Time Machine” was not a joint work b/c while there was intent (P attributed the script to herself and another) couldn’t show independently copyrightable).

NB: case seems likely to cause more confusion – not promote progress of the science

Rights in Copyrighted Works

1. § 106 – copyright owners have exclusive rights to “do and to authorize” (each is distinct) and infringement arises if any right is violated:
a. (1) reproduction of copyrighted work in copies or phonorecords 
i. reproduction means duplicating, transcribing, imitating or simulating work in fixed form” (as opposed to “display”) from which it can be “perceived, reproduced, or otherwise communicated,” either directly or with machine or device.
ii. can infringe even if never distributed. Filmation (CA) (Disney film is infringing “copy”)
b. (2) adaptation (derivative works)
i. derivative work = a work based upon pre-existing works: 
1. “translation, musical arrangement, dramatization, fictionalization, motion picture version, sound record, art reproduction, abridgment, condensation, or any other form in which a work may be recast, transformed, or adapted.” § 101.

ii. Mirage v. A.R.T. 9th Cir 1988; 679 (D’s mounting of P’s art in books onto ceramic tile violated right to make derivative work b/c it “recast or transformed” artwork)
iii. But see Lee v. A.R.T.  (7th Cir 1997) 681 (mounting works on tile was not derivative work b/c economic reason: artist was paid, tiled work consumed original, and otherwise framing would infringe)
iv. Copyright in original and copyright in derivative works are separate. Russell v. Price (9th Cir) 44 (D violated copyright in original but not derivative work)
c. (3) distribution – 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.”
i. Limited by first sale doctrine: § 109(a) owner of particular copy of copyrighted material lawfully made entitled to sell or dispose of copy
1. exceptions: § 109(b) owner of phonorecord may not rent, lease, or lend it w/out copyright owner’s permission AND
2. owner of copy of computer program can’t rent it for commercial advantage w/out copyright owner permission. 
d. (4) performance – right to perform publicly the following works: literary, musical, dramatic, and choreographic works, pantomimes, and motion pictures, and other audiovisual works.
i. § 101 Perform = to “recite, render, play, dance, or act it, either directly or by means of any device or process, or, in case of a motion picture or other audiovisual work, to show its images in any sequence or to make the sounds accompanying it audible.
ii. Columbia Pics v. Redd Horne (3d Cir) 685 (showing films in video store was infringing performance and was “open to public”)
iii. Sound recordings: no performance right in sound recordings (particular sequence of sounds captured on a phonograph)
1. but there is a right of performance in musical works. § 106 (6) -- for sound recordings, the right to perform the copyrighted work publicly by means of a digital audio transmission (but lots of exemptions!)
2. so author of original musical work must get royalties. 
3. \MORE

e. (5) display – to display copyrighted works publicly in 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. 
i. “display” = to show a copy of work, 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 non-sequentially. § 101
2. § 101 – to perform work publicly means either to perform it:
1. “at a place open to the public” OR
2. “at any place where a substantial number of persons outside of a normal circle of family and its social acquaintances is gathered.” (H Report: includes clubs, lodges, factories, summer camps, and schools).
3. Can be public even though not seen in same place or at same time and even where recipients represent a segment of the public, such as occupants of hotel rooms. H. Report.
3. ‘mechanical license’ = exemptions

a. Music recordings: digital transmissions of phonorecords §115(c)(3) – once someone has musical work distributed in phonorecords (copies of musical works), anyone else has right to record same work (a “cover”) and distribute it themselves without permission but must pay royalty.
b. License needed for public broadcasters 
c. cable and satellite transmissions of copyrighted programming 
d. § 108 photocopying in library
e. § 110(5) performances on homestyle equipment
f. § 117 copying of computer programs for specific exigent uses
g. § 110(3) performances in course of religious services
h. § 110(6) performances in agricultural fairs
Infringement

1. § 501 - to prevail in action for copyright infringement P must prove:
a. Ownership of copyright 
AND
b. Copying  - shown by factual copying and legal copying:
i. 1) Factual copying – D’s work must trace its origin to P’s (not infringing if D independently came up with work, unlike patent)
1. factual copying shown by circumstantial evidence:

a. Access -- proven circumstantially if “striking similarity” b/w D and P’s works, but must still be some evidence of access. Gibb (mere striking similarity not enough without more)

b. Probative similarity – 

AND
ii. 2) “appropriation” (legal copying) – amount copied is so great that it should be considered an infringement. 
1. Audience test: would ordinary audience member find D’s work substantially similar to elements in P’s work (no expert testimony)?
2. L. Hand = identify most detailed pattern common to both works (plot, character, but not mood or theme) and ask if pattern is idea or expression. Nichols
a. Cf. Roth Greeting Cards (good for P’s) (measures substantial similarity of greeting cards based on “total concept and feel” (too open-ended)
b. Artistic infringement – look for copying beyond just idea: style and/or detail. Steinberg (cartoon)
2. § 501(a) “anyone” who violates rights in § 601 is infringer
3. § 501(b) legal or beneficial owner of exclusive right can bring action.
Music

Selle v. Gibb 7th Cir 1984; 776 (F: P’s allege Barry Gibb stole song)

H: 1) P failed to show that Bee Gees had access to his song (rejects arg that merely showing substantial similarity raises presumption of access to song) 2) P failed to prove “striking similarity” b/w songs (P’s expert failed to say that the similarities could only be due to copying and failed to address the possibility of common source for both songs).

Fragmented literal similarity – D took verbatim from P’s work but not much (e.g. one sentence? Depends “I wish I could quit you” - no)

Visual arts

Steinberg v. Columbia Pictures USDNY 1987; 784 (“Moscow on the Hudson” film was substantially similar to cartoon b/c same expression (bird’s eye view, lettering, sketchy, whimsical style, buildings, weird shadows, red sign over parking lot) 
Play/movie

Nichols v. Universal Pictures 2d Cir 1930; 770 (F: “Abie’s Irish Rose” play involved Jewish-Irish comedy and so did D’s movie) (L. Hand)

H: infringement test: identify most detailed pattern common to both works, and ask if what is in common is expression or idea (no infringement b/c stories sufficiently different even though abstract plot line similar; Jewish-Irish slapstick stuff was mere “ideas”)

Gross v. Seligman (2d Cir 1914) 792 (photo of model with cherry in teeth was substantially similar b/c same light, shade, pose and other evidence that first picture was used to produce second)

Sid & Marty Kroft v. McDonald’s 9th Cir. 1977 (McD’s ads were “substantially similar to H.R. Pufnstuf series under intrinsic (“Audience test”) (test criticized b/c audience member may compare unprotectable elements (ideas)).

Secondary Copyright Infringement Liability

1. secondary liability found even though not in statute (unlike patent!)

a. Vicarious liability - arises from relationship alone (two elements)

i. Control – D has control over activity  Fonovisa (flea market)

ii. Direct financial benefit to D 
Fonovisa (admission fee)

iii. can be liable even if unaware of infringement. Fonovisa
b. Contributory liability – (two elements) 

i. 1) Knowledge of infringement 
ii. 2) Induce, cause or contribute to violation
Fonovisa
iii. 3) in ongoing relationship (e.g. fleamarket vendor-owner)

iv. for one-time relationships . . . Sony safe harbor
1. NO liability for selling product capable of substantial non-infringing use (VCRs) (like staple goods in patent law) 
2. Modified by Grokster – staple article rule will not preclude liability where evidence goes beyond knowledge that item may be put to infringing use and shows affirmative actions promoting infringement (e.g. advertising) (flipside: discourage technologies?)
Fonovisa v. Cherry Auction (9th Cir) 1996; 695 (F: fleamarket sold pirated CDs)

(1) flea market operator vicariously liable b/c sale of pirated CDs was draw for customers and it profited b/c visitors paid admission fee (S = this isn’t really “direct” financial benefit despite name of test)

(2) contributorily liable b/c knew of infringement (unlike Hard Rock Café case)

Landlord tenant cases – if mall owner/landlord doesn’t charge admission fee but charges flat rent, that is not a sufficient “direct financial benefit” to impose vicarious liability but if landlord knows about infringement it can be contributorily liable.

“dance hall cases” (liability for dancehall venue operator for infringing performances based on control of premises and direct financial benefit even if unaware of infringement)

Sony v. Universal (US) 734 (refused to find Sony contributorily liable to TV-show producers for selling VCRs b/c 1) Betamax is capable of substantial non-infringing uses, which we don’t want to deter 2) “time-shifting” (recording for later viewing) is a fair use)

Why Sony different test from Fonovisa?

1) court doesn’t want to block availability of new technology to everybody 
2) one-time relationship b/w Sony and customers; unlike fleamarket (ongoing)

NB: Nimmer thinks analogy to patent law is mistaken: selling VCRs would effect several people with copyrights (every filmmaker), unlike selling salt tablets, which would violate only one patent, and so the balancing in patent law is different from copyright.)
Metro-Goldwyn-Mayer v. Grokster (2005) US; 58 (modified Sony - Grokster contributorily liable based on affirmative steps inducing infringement (volume of infringement is huge (90% of file-sharing content was copyrighted), D’s ad people to use it to get around Napster)

S = court ducked how to address the ratio of infringing/non-infringing uses after Sony

Unresolved issue: file-sharing system like Grokster with lots of infringement but without inducement? 

- strict application of Sony would probably find no infringement b/c ‘capable’ (S thinks this is likely outcome)
- But Ginsburg’s concurrence suggests that ratio should be taken into account in test.

- Breyer wants to keep Sony b/c it accounts for fact that technology could create non-infringing uses in future and avoids chilling effect on new technology. 

Fair Use

1. § 107 – 

a. uses subject to factor test: criticism, comment, news reporting, teaching (including multiple copies for classroom use), scholarship or research
b. in determining whether a use is “fair use,” consider factors including
i. (1) purpose and character of use- commercial nature (presumptively unfair) or for non-profit educational purposes
1. Campbell - key is whether use is transformative (2 Live Crew song is fair use)
2. parody (Campbell) 1) must comment on original 2) must have a parodic character can reasonably be perceived. 
ii. (2) the nature of the copyrighted work
iii. (3) the amount and substantiality of the portion used in relation to the copyrighted work as a whole Nation (quality not quantity) and
iv. (4) the effect on potential market for or value of copyrighted work (displacing market or merely affecting?) (most important)

1. unpublished works: fact that unpublished is a key but not dispositive factor tending to negate fair use. Harpers 
2. issue: should market include market for derivative works? (e.g. Seinfeld quiz books) seems open-ended
Harper & Row v. Nation US 1985; 702 (F: unpublished Ford manuscript) 

H: Nation’s use of 300 copyrighted words from Ford’s unpublished manuscript was not a fair use under § 107 despite being “politically significant” b/c 1) purpose was to scoop hardcover in bad faith and for profit 2) nature (unpublished) 3) amount of portion was used was substantial in quality if not quantity (300 words) 4) affected book’s market.

Campbell v. Acuff-Rose Music US 1994; 714 (F: 2 Live Crew’s “Pretty Woman”) 

H: a parody’s commercial character is only one element to be weighed in fair use inquiry – a mere rap version might infringe as derivative work (song was parodic “fair use” b/c it commented on original- juxtaposed Orbison’s white-bread version against tawdry version, and as parody it needed to refer to original and no evidence of market harm)
Remedies

a) Crim penalties § 506(a) if willful (rarely enforced)
i) Most courts: willfully means D intended to infringe copyright (rather than just intended to do the act)
b) Injunction § 502 (temporary and/or permanent) 
c) Impoundment  - articles can be impounded during trial and destroyed of if infringing § 503
d) Damages – § 504(b)
i) Actual damages 



(1) If P and D competitors = profits P would have made on sales lost to infringer

(a) Damages = volume 
  X   P’s lost profits per unit

(2) Ways of computing vary. See Stevens Linen (defines damages as whichever is greater: 
(i) 1) D’s sales to P’s customers (burden shifts to D to prove profits which P would not have made) (where D underpriced P on same product) OR 
(ii) 2) difference b/w P’s sales of infringed product and P’s average sales of its other similar products  
(3) If non-competing, courts measure damages by reasonable royalty or market value.

PLUS
ii) D’s profits that exceed P’s lost profits attributable to infringement 
(1) e.g. if D has different cost structures OR non-competing goods (no displacement) e.g. Cream
(2) P must prove D’s gross revenue then burden on D to prove any expenses not attributable to infringement 
(3) Cream Records (awards 1/10 of 1% of D’s profits on infringing ad where D failed to prove any offsets)

iii) Statutory awards (if P elects instead of damages and has registered) – can get b/w $ 750 and $30,000
(1) If D proves good faith, can reduce to $200 or up to $150,000 if willful infringement 
(2) get one statutory award for each violator – but not for each violated work
e) att-fees § 505 (easier to get than in patent or trademark: need only be “reasonable” as opposed to “exceptional”) 
Stevens Linen v. Mastercraft (2d Cir) 1981; 757 (D infringed P’s copyright for “Chestertown” upholstery fabric)

H: P’s lost profits damages for competing products should be measured by above test (shows speculation necessary) 
Cream Records v. Schlitz Brewing 9th Cir 1985; 761 (F: dx for infringing use of “Shaft theme song” in TV ad) 
H: to avoid unjust enrichment, upheld separate award of D’s profits for infringing use of song, even though D failed to prove any offsetting non-infringing expenses as required by § 504(b) (says infringer is required to prove his deductible expenses and profits not attributable to infringement)
State Law Right of Publicity 
1. right of publicity – can be state statutory or common law action:
a. most states = everyone has right of publicity (some states = must be celebrity)
b. Common law action = P must show 
i. 1) D has, without consent, wrongfully exploited plaintiff’s identity
1. e.g. “Here’s Johnny” identifies Carson but not Eleanor Rigby
ii. 2) appropriated name or likeness to D’s advantage
1. Carson (extended right of publicity beyond individual’s name to include phrases that are merely associated with the person, under MI law)
2. White suggests anything that evokes likeness is actionable. But Kozinski dissent!
3. CA statute limits recovery to use of name, voice, signature, photograph or likeness
c. 3) 1st Amendment test: is work containing a celebrity’s likeness transformative (does its value derive from celebrity’s likeness alone or from D’s own skill or creativity)? Saderup  (problematic test)
2. purposes: 1) protects celebrities’ commercial interest in their identities (not false endorsement or privacy invasion
3. exceptions (depends on statute) NO consent needed for:
a. news - use in connection with news, public affairs or sports broadcast, political campaign
b. play, book, magazine, newspaper, musical composition, film, radio, or TV program, work of “political or newsworthy value,” “single original works of fine art” or an ad for the above works. (CA statute)
c. parody? See White
4. preemption

a. copyright preempts right of publicity if three conditions met: 
i. 1) subject matter is not fixed in tangible medium of expression
ii. 2) subject matter is copyrightable (rarely preempted b/c names and likenesses are ideas)
iii. 3) state right is equivalent to one or more of rights in 106 of copyright act.
5. remedies = reasonable royalties + any profits earned by infringer from unauthorized use (maybe) + enjoin
Carson v. Here’s Johnny Toilets 6th Cir 1983; 178 H: (allowed Johnny Carson to recover for right of publicity for D toiletmaker’s use of “Here’s Johnny” which clearly identified Carson)
Dissent: extending right of publicity to phrases associated with celebrities goes too far, and undermines important freedom of expression interests and conflicts with copyright interests, giving Johnny Carson a windfall.
Comedy III Prods. v Gary Saderup 202 (CA 2001) (D made charcoal drawings of the Three Stooges)
H: balancing right of publicity against First Amendment, crafted transformative test (D’s portraits lacked transformative or creative contribution; he simply exploited the Three Stooges’ fame, unlike Warhol portraits)
White v. Samsung 187; 9th Cir 1992 (Samsun ran ads depicting a robot-like Vanna White in the future) 

H: suggests anything that evokes celebrity likeness is actionable (D’s appropriated Vanna White’s ID even though its ads depicted a robot and thus didn’t technically use her “likeness”)

Dissent (J Kozinski): thinks right of publicity is bad law and 9th Cir went too far and is overprotecting right of publicity and should have recognized a parody exception: Vanna White’s claim is dangerous – we want people to be able to use celebrity names, voices, signatures.
Merely playing similar character is not same thing as stealing someone’s identity (e.g. Space Balls – Princess Leia; Vampira case (court said Vampira is free to dress in black and be morbid)
Cheers case: seems to say that copyright owners to Cheers have right to make animatronic robots that resemble Cheers characters so long as they don’t look like the characters from the show.
