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awarded for new ideas. Hockey uniforms, ladies’ dresses, com-
puter housings, automobile bodies, buildings, shoes and game
boards are all protectable with this type of patent. But it cov-
ers only the appearance, not the idea or underlying concept.
What you see is what you get. Design patents are generally
less expensive than utility patents and in some cases are all
the protection needed or obtainable. There are more than one
thousand utility and a few hundred design patents issued
each week. Summaries of each patent are published each
week in the Official Gazette of the Patent and Trademark Of-
fice. Copies of every issued patent are obtainable from the
Patent and Trademark Office.

Trade Secrets

Trade secrets cover everything that patents cover, and much
more. They protect any knowledge that gives an advantage in
business over competitors. A trade secret is knowledge, whichINTELLECTUAL PROPERTY
may include business knowledge or technical knowledge, that
is kept secret to gain an advantage in business over one’sTHE PROTECTION AVAILABLE
competitors. Customer lists, sources of supply of scarce mate-
rial, or sources of supply with faster delivery or lower pricesNew ideas, new products, methods and processes, new ser-
may be trade secrets. Certainly secret processes, formulas,vices, new promotional or merchandising schemes or ap-
techniques, manufacturing know-how, advertising schemes,proaches, new packaging or designs may be protected as intel-
marketing programs, and business plans are all protectable.lectual property which includes patents, trade secrets,
There is no standard of invention to meet as with a patent. Ifcopyrights, and trademarks.
the idea is new in this context, if it is secret with respect to
this particular industry or product, then it can be protected
as a trade secret. Unlike patents, trademarks, and copyrights,Patents
there is no formal procedure for obtaining trade secret protec-

There are two kinds of patents, design and utility. Utility pa- tion. Rather, it is established by the nature of the secret and
tents are the kind most commonly referred to for protecting the effort to keep it secret. A trade secret is protected eter-
an invention. They are granted for any new and useful pro- nally against disclosure by all those who have received it in
cess, machine, manufacture, or composition of matter or any confidence and all who would obtain it by theft for so long as
new and useful improvement thereof, including new uses of the knowledge or information is kept secret. In contrast to
old devices or new combinations of well-known components. patent protection, there are no statutory requirements for
Design patents cover only the new design of an object, its or- novelty or restrictions on the subject matter. Lesser and dif-
namental appearance. There are three classes of utility pa- ferent inventions may be protected relative to patent protec-
tents, chemical, electrical, and general/mechanical. Chemical tion. The disadvantage of trade secrets over patents is that
inventions include new compounds, new methods of making there is no protection against discovery by fair means: acci-
old or new compounds, new methods of using old or new com- dental disclosure, independent inventions, and reverse engi-
pounds, and combinations of old compounds. Biological mate- neering. Many important inventions, such as lasers and the
rials and methods, drugs, foodstuffs, drug therapy, plastics, hula hoop, were developed more or less simultaneously by dif-
petroleum derivatives, synthetic materials, pesticides, fertiliz- ferent persons. Trade secret protection would not permit the
ers and feeds are all protectable. General/mechanical inven- first inventor to prevent the second and subsequent inventors
tions include everything from gears and engines to tweezers from exploiting the invention the way a patent would. Trade
and propellers. For example, complex textile weaving ma- secrets are not invoked only against those who stole them.
chines, space capsule locks and seals, and diaper pins are all They are equally well suited to lucrative licensing programs
protected. Electrical inventions include everything from la- and often are more valuable than patents. The values of cer-
sers to light switches, from the smallest circuit details to en- tain trade secrets have been appraised at many millions of
tire architectural concepts. Computer software is patentable dollars and may be virtually priceless in some industries. For
in its various forms. Application programs, such as the soft- example, the formula for Coca-Cola is one of the best-kept
ware that runs in a computer, which controls a chemical pro- trade secrets in the world.
cessing plant or a rubber molding machine, are patentable.
Software that runs a cash management account at a broker-

Copyrightage house or bank is patentable, too. Even the microcode in a
ROM, which embodies the entire inventive notion of a new Copyright covers all manner of writings, and ‘‘writings’’ is
tachometer, is patentable. Internal or operations programs, very broadly interpreted. It includes books, advertisements,
which direct the handling of data in the computer’s own oper- brochures, specification sheets, catalogs, manuals, parts lists,
ations, are also patentable. The basic requirement for ob- promotional material, packaging and decorative graphics, fab-
taining a utility patent is that the idea is new and that it is ric designs, photographs, pictures, film and video presenta-
embodied in a physical form. The physical form may be a tions, audio recordings, architectural designs, and even soft-

ware and databases. Software and databases are protected inthing or a series of steps to perform. Design patents, too, are
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written form and also as stored in electronic memory. It is years. State trademarks have various terms, usually ten
years, and also require renewal. Trademarks can be more val-said that copyright does not protect a mere idea; it protects

the form of the expression of the idea. But this is broadly uable to a company than all of its patents and trade secrets
combined.interpreted. For example, one can infringe a book without

copying every word. The theme is protected even though upon Consider the sudden appearance and abrupt increase in
the worth of trademarks such as Cuisinart, Haagen Daz, andsuccessive generalization the theme devolves to one of seven

unprotectable basic plots. This is apparent in the software Ben & Jerry’s. Consider also the increased value that the
name IBM, Kodak, or GE brings to even a brand-new product.area, where using the teachings of a book to write a program

has resulted in copyright infringement of the book by the com- It is important to be able to determine at the earliest stage
just what type of protection is available for your idea or prod-puter program. In another case, a program was infringed by

another program even though the second program was writ- uct, patent, trade secret, trademark, copyright, so that the
proper steps are taken and loss of rights is avoided.ten in an entirely different language and for an entirely dif-

ferent computer. The form of the expression protected was
not merely the actual writing, the coding, but the underlying

ESTABLISHING THE PROTECTION
concept or algorithm, the flow chart. Copyright is a very
strong and readily achievable source of protection. Utilitarian

Once it is determined that a new idea, product, or method, is
objects cannot be the subject of copyright: a hypodermic nee-

protectable with one or more forms of protection, patents,
dle, a hammer, a lamp base. Yet stained glass windows, soft-

trade secrets, trademarks, copyrights, those rights should be
ware, piggy banks are granted copyright protection. Copy-

secured as quickly as possible. Each of those forms of protec-
right has a term of the life of the author plus fifty years. For

tion is obtained in a different manner and provides a different
corporate ‘‘authors’’ or works made for hire, the period is 75

set of rights.
years from first publication or 100 years from creation, which-
ever is shorter. During the life of the copyright, the owner

Patents—Utility
has the right to reproduce, perform and display the work and
exclude all others from those rights. Patent protection is established only upon the issue of a pa-

tent on the invention. From the date of issue forward until
expiration, the owner of the patent has the right to excludeTrademarks
others from making, using, and selling the patented inven-

Trademark protection is obtainable for any word or symbol or tion. Prior to issue there are no rights under a patent. Patents
combination thereof that is used on goods to indicate their issued before June 8, 1995, expire seventeen years from their
source. Any word, even common words, can become a trade- issue date. Patents issued on applications filed on and after
mark, Look, Life, Time, Apple, so long as the word is not used June 8, 1995, expire twenty years from their filing date. Pa-
descriptively. Apple for fruit salad might not be protectable. tents which issue on applications pending on June 8, 1995,
Apple for computers certainly is. Common forms, such as geo- expire either seventeen years from issue or twenty years from
metric shapes (circles, triangles, squares), natural shapes the application filing date, whichever is longer.
(trees, animals, humans), combinations of shapes, or colors, The effort begins when an inventor or inventors conceive
may be protected. Trademarks have been registered for the invention. They or a registered patent attorney or agent
sounds and scents too. Even the single color pink has been on their behalf prepare a patent application and file it in the
protected as a trademark for building insulation. Three-di- US Patent and Trademark Office. On the date that the appli-
mensional shapes, such as bottle and container shapes and cation is filed, there is a ‘‘patent pending,’’ but this confers no
building features (McDonald’s golden arches), can also be pro- rights and no protection. Protection occurs only if and when
tected. Although people generally only speak of trademarks, the Patent Office agrees that the invention is patentable and
that term encompasses other types of ‘‘marks’’. A trademark issues the patent.
is specifically any word or symbol or combination of both used The patent application must contain a complete and un-
on goods to identify its source. However, a service mark is a derstandable explanation of the invention. It does not have to
word or symbol or combination of both used in connection be a nuts and bolts instruction manual. It is enough if the
with the offering and provision of services. BLUE CROSS/ explanation conveys the inventive concept so that a person
BLUE SHIELD, PRUDENTIAL INSURANCE, McDON- skilled in the art to which the invention relates can make and
ALD’S are service marks for health insurance services, gen- use the invention without undue experimentation. Further,
eral insurance services, and restaurant services, respectively. the explanation must contain a full description of the best
There are also collective marks and certification marks. Col- mode known by the inventor for carrying out the invention.
lective marks indicate membership in a group, labor unions, The inventor cannot, for example, use the second best embodi-
fraternities, trade associations. Certification marks are used ment of the invention as an illustration for the patent applica-
to indicate that a party has met some standard of quality, tion disclosure and keep secret the best embodiment. That
Quality Court motels, Underwriter’s Laboratory, Good will make the resulting patent invalid.
Housekeeping’s seal of approval. If you use it to identify and The timing of the filing of the patent application is critical.
distinguish a product or service, then think ‘‘trademark’’ pro- It must be filed within one year of the first public disclosure,
tection. Ownership of a trademark allows you to exclude oth- public use, sale, or offer for sale of the invention, or the filing
ers from using a similar mark on similar goods which would will be barred and the opportunity to obtain a patent forever
be likely to confuse consumers as to the source of the goods. lost. This is known as the one-year period of grace.
This right pertains for so long as the owner owns the mark. A description of the invention in a printed publication is

such a public disclosure. A mere announcement is not suffi-Federal trademark registration must be renewed every ten
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cient, unless it contains an explanation of the invention too. ther is a technician or engineer who may have built the entire
first working model. The inventor may have sold or assignedIt does not matter that only a few copies of the publication

were made available, so long as it was an unrestricted distri- the patent application to someone else: his employer, a part-
ner in some enterprise, a company he has newly formed, orbution.

Market testing, exhibitions, even use by the inventor him- one inventor may sell his interest to the other. Thus the in-
ventor or inventors may not be the owners of the patent, butself is a public use sufficient to start the one-year period run-

ning. There is an exception: a public use which was for experi- nevertheless it must still be filed in their names.
mental purposes will not start the year running. This test as
to whether a public use was an excused experimental use is Patents—Design
rigorous. The inventor must show that it was the operation

Design patents have a life of only 14 years but are otherwiseand function of the invention that was being tested, not the
generally subject to the same rules as other patents, that is,appeal or marketability of the product containing the inven-
the new and original ornamental design sought to be patentedtion. Further, some evidence of the testing should be estab-
must be novel and unobvious and must be filed with one yearlished. For example, if samples were sent to potential custom-
of the first public use, publication, sale, or offer for sale.ers for evaluation, it would be well to show that the customers

returned filled out evaluation forms and that the inventor
Patents—Plantconsidered and even made changes based on those evalua-

tions. Plant patents are also available for inventions or discoveries
A sale bars a patent even if the invention is so deep inside in asexual reproduction of distinct and new varieties of

a larger system that it could not be easily or ever discovered. plants. This area of patents has become much more important
If the device containing the invention is sold, that is enough. with the growth of biotechnological inventions in the last few
The notion is that an inventor should be given only one year years, especially as regards protection of man-made life
in which to file his patent application after he has begun to forms.
commercially exploit or attempt to commercially exploit his
invention. Thus, the one-year period for filing a patent appli-

Trade Secrets
cation begins to run against an invention embodied in a pro-
duction machine installed in a locked, secure room the first There is no formal governmental procedure for establishing

ownership of a trade secret. There are two requirements fortime a device produced by that machine is sold, even though
the machine may never be known or seen by anyone other establishing a trade secret: novelty and secrecy.

There must be some novel knowledge which provides anthan the inventor. And it is not just a sale that triggers the
running of the one-year period. An offer for sale is enough, advantage in business and that knowledge must be kept se-

cret. The level of novelty is not great. The knowledge musteven if the sale is never consummated.
A patent application contains three basic parts: drawings not be in the public domain. But the knowledge could be

known generally and not specifically and still qualify as ashowing an embodiment of the invention; a written descrip-
tion of the embodiment referring to the drawings; and one trade secret. For example, the identity of a source of scarce

material or material at a lower cost or material which can beor more claims. The definition of the patented invention, the
protected property, is not what is disclosed in the drawings delivered in a shorter time could be a trade secret insofar as

that is unknown to competitors and gives an edge in compet-and specification portion of the application; they are only the
description of a specific embodiment. The coverage of the pa- ing with them.

Secrecy is essential. Without that there is no trade secrettent is defined by the third part of the application, the claims.
To receive a patent, the claims must be novel and unobvi- property. There are four primary steps for insuring secrecy.

First, there should be confidential disclosure agreements withous. Novelty is a relatively easy standard to understand: ei-
ther a single earlier patent, publication, or product shows the all employees, agents, consultants, suppliers, and anyone else

who is exposed to the secret information. The agreemententire invention or the invention is novel. Obviousness is
somewhat more difficult to grasp. Even though an invention should bind them not to use or disclose the information with-

out permission. Second, there should be security precautionsmay be novel, nevertheless, it may be obvious and therefore
unpatentable. The test for obviousness is more subjective. Are against third parties entering the premises where the trade

secrets are used. Sturdy locks, perimeter fences, guards,the differences between the invention and all prior knowledge
including patents, publications and products such that the in- badges, visitor sign-in books, escorts, and designated off-limit

areas are just some of the ways that a trade secret ownervention would have been obvious to a person having ordinary
skill in the art to which the invention pertains at the time exercises control over the area containing the trade secrets.

Third, specific documents containing the trade secrets shouldthe invention was made? If so, the invention is not patentable
even if it is novel. be stamped with a confidentiality legend and should be kept

in a secure place with limited access, such as a safe or lockedIt is the claims that the US Patent and Trademark Office
Examiner analyzes and accepts or rejects in considering the drawer or cabinet. Fourth, the employees, consultants and

others who are concerned with, have access to, or know aboutissuance of the patent. It is the claims that must be looked at
to see if someone infringes a patent. It is the claims that de- the trade secrets should be told of the existence of the secrets,

their value to the company, and the requirement for secrecy.fine the patent property.
It is important to note that in the US a patent must be Trade secret owners rarely do all of these things, but an

attempt must be made to do enough so that a reasonable per-filed by the inventor and no one else. The inventor is the origi-
nator of the inventive concept. A project leader is not by his son misappropriating the secrets cannot excuse his conduct

by saying he did not know or that no precautions were eversupervisory position alone an inventor of an invention. Nei-
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taken and there was no indication that something was a trade the mark are in commerce between one state and another
state or country, that is enough to apply for federal protectionsecret. This is important because, unlike patents, trade secret

protection provides no ‘‘deed’’ to the property. in all fifty states.
Thus if you are using your mark in Massachusetts, NewThere is no formal procedure for establishing a trade se-

cret, and thus the necessary steps for establishing a trade Hampshire, and Rhode Island, for example, but do not regis-
ter it federally, you may later find yourself blocked from usingsecret are often not taken seriously until a lawsuit is brought

by the owner against one who has misappropriated them. In your mark in all other states if a later user of the same mark
without knowledge of your use of the mark federally regis-each specific case the owner must show that the precautions

taken were adequate. tered the mark as his. The later user would then have the
right in all other 47 states even though his actual use mayTrade secret misappropriations are generally of two

classes: those, where someone who has a confidential relation- only have been in Oregon and California!
Although your common law rights in a trademark or ser-ship with the owner, has violated the duty of confidentiality

and those, where someone under no duty of confidentiality, vice mark last forever, as long as you are properly using the
mark, registration must be periodically renewed. Federal reg-uses improper means to discover the secret.

Theft of trade secrets issues frequently arise with respect istrations extend for twenty years (ten years for registrations
filed after November 16, 1989); states vary, but ten years isto the conduct of ex-employees. Certainly good employees

learn a lot about the business during their employment. And typical.
Throughout the history of trademark law in the US, regis-they will take some of that learning with them as experience

when they leave. That can not be prevented. The question tration in the US Patent and Trademark Office followed the
common law, that is, to establish ownership of a trademark,always is, did they just come smart and leave smarter or did

they take certain defined information that was peculiarly one had to use the mark on the goods in commerce, and, to
register the mark in the US Patent and Trademark Office,the company’s?
one had to establish that the mark was indeed in use.

That has changed. Beginning on November 16, 1989, anTrademarks
application can be filed to register a mark which is not yet in

A trademark, unlike a patent, is established without any for- use but which is intended to be used. After the US Patent
mal governmental procedure. and Trademark Office examines the application and deter-

Ownership of a trademark is acquired simply by being the mines that it is registrable, it will require that the applicant
first to use the mark on the goods in commerce. And it re- show actual use within six months. The six-month period can
mains the owner’s property in perpetuity as long as it is used. be extended if good cause is shown. Nevertheless, before reg-
A trademark is any word or symbol or combination of word(s) istration, even before actual use, the mere filing of the appli-
and symbol(s) used on the goods to indicate the source of the cation to register the mark intended to be used establishes
product. The mark should not be descriptive of the goods on greater rights over later users who actually used it earlier
which the mark is used. than your filing date.

The mark may be suggestive of the goods. It is best to se- Care must be taken with trademark properties. A trade-
lect a mark which is arbitrary and fanciful with respect to the mark cannot be simply sold by itself or transferred like a desk
goods because everyone, including competitors, has a right to or a car or a patent or copyright. A trademark must be sold
use a descriptive term to describe their goods. Therefore ex- together with the business or goodwill associated with the
clusive rights in such a mark cannot be secured. A trademark mark or the mark will be abandoned. Further, if a mark is
owner should be careful, too, to prevent the mark from becom- licensed for use with a product or service, provision must be
ing generic, as happened to aspirin, cellophane, linoleum and made for quality control of that product or service, that is, the
others and may be happening to Band-Aid or Jello or Kleenex. trademark owner must require the licensee to maintain spe-
The correct form is Bandaid elastic bandages; Jello fruit fla- cific quality levels for products or services with which the
vored gelatin dessert; Kleenex facial tissues. mark is used, under penalty of loss of license. And the owner

It is wise to have a search done for a proposed new mark must actually exercise that control by periodic inspection,
before beginning to use it to be sure that the mark is clear to testing, or other monitoring to assure that the licensee’s prod-
adopt and use on the goods, that is, no one else is using the uct quality is up to the prescribed level.
same or similar mark on the same or similar goods. It is con-
fusing to customers, and it is expensive to change a mark

Copyright
and undertake all new printing, advertising, and promotional
materials when it is later discovered that your new mark has Under copyright law, historically, a copyright was established

by publishing the work, a book, painting, music, software,been earlier used by another.
Although there is no need to register a mark, there are book, instruction manual, with copyright notice, typically

‘‘Copyright’’, ‘‘Copr.’’, or a ‘‘’’ followed by the year of first pub-benefits associated with registration that make it worthwhile.
A mark may be registered in individual states or a federal lication and the name of the owner. The notice may appear

on the back of the title page of a book, on the face of a manu-registration may be obtained. A state registration applies only
in the particular state that granted the registration and re- script or advertisement, or on the base of a sculpture. It must

be visible and legible but it may be placed so as not to inter-quires only use of the mark in that state. A federal registra-
tion applies throughout all fifty states, but, to qualify, the fere with the aesthetics of the work. If any more than a few

copies of the published work appeared without the notice, themark must be used in interstate or foreign commerce. A dis-
tinct advantage of federal registration is that, even though a copyright would be forfeited forever. Works that were unpub-

lished did not need notice. They were protected by virtue ofmark is used across only one state line, that is, goods bearing
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their retention in secrecy. Publication with notice was all that anything less than a bona fide employee, that is, if there is
any question that the creator is acting on his own as a freewas required. Registration with the Copyright Office was not

always necessary. lancer, or independent contractor, then the creator, not the
employer, is the author and owner. The large gray area ofUnder the current law enacted in 1976, publication with-

out notice can be cured if the omission of the notice is only uncertainty has spawned many disputes and lawsuits which
can be avoided by a written agreement executed before anyfrom a small number of copies; registration of the work with

the Copyright Office is effected within five years, and an effort work starts or money changes hands, specifically covering
who is the owner and who gets what rights.is made to add the notice to those copies published without it.

Notice must be on the work in all of its forms. For example,
for software, the notice should appear on the screen, in the

INTERNATIONAL PROTECTION
coding, on the disk and on the ROM, wherever the software
is resident or performing. In one case an infringer got away

Obtaining protection for patents, trademarks, and copyrights
with reading out copyrighted software from a ROM because

in the United States alone is no longer sufficient for modern
there was no notice on the ROM although there was notice

international competition and global markets. International
elsewhere.

protection often must be extensive and can be quite expen-
Presently, under an amendment to the current law effec-

sive, but there are ways to reduce and postpone the expense
tive March 1989, there is no notice required at all. To become

in some cases. Protection must be considered in countries
a member of an international copyright treaty known as the

where you intend to market the new product or where com-
Bern Convention, the United States had to abolish all formal-

petitors are poised to manufacture your product.
ities required to establish copyright in a work. Now the sim-
ple fact that a work was created, whether published or not,

Patents
establishes the copyright without anything more. It is not
clear that this removal of the need for notice is retroactive. A patent in one country does not protect the invention in any

other country. A novel product or method must be protectedThus new works after March 1989 need not have notice, but
those which were required to bear notice before the amend- by a separate patent in each country. In addition, each coun-

try has different restrictions that must be met, or no patentment should, in the exercise of prudence, continue to bear
the notice. protection can be obtained. The first and most important re-

striction is the time within which you must file an applicationAlthough notice is no longer compulsory, it is a valuable
and worthwhile practice because it enables pursuit of inno- to obtain a patent in a country or forever lose your right to

do so.cent infringers, that is, an infringer, who did not have actual
notice that the work copied was copyrighted, is nevertheless Not all countries are the same with respect to filing dead-

lines. For example, in the United States, an inventor may fileliable for damages if the works bore copyright notice.
Registration, too, is not compulsory, but it too bestows val- an application to obtain a patent on his invention up to one

year after the invention has become public through a publica-uable additional rights. If the copyright owner has registered
his copyright, then statutory damages of up to $500,000 can tion explaining the invention, a public use of the invention,

or sale, or offer for sale of the invention. This one-year periodbe recovered without proof of actual damages. This can be a
real advantage in copyright cases where actual damage can is known as the period of grace.

There is no period of grace in other countries, such asbe difficult and expensive to prove.
Registration requires filling out a proper form and mailing Great Britain, West Germany, Sweden, France, Italy, Swit-

zerland, Belgium, Austria, Netherlands, Australia, and Ja-it to the Copyright Office with the proper fee and a deposit of
two copies of the work for published works, only one copy if pan. And each country has a slightly different view of what

constitutes making an invention public. In Japan, for exam-the work is unpublished. Accommodations are made for filing
valuable or difficult to deposit copies: deposit for three-dimen- ple, public use of an invention before filing an application bars

a patent only if the public use occurred within Japan, but insional works can be effected by photographs; deposits for
large computer programs can be effected by only the first and France any public knowledge of the invention anywhere bars

the patent.last twenty-five pages. Further, if the program contains trade
secrets, there is a provision for obscuring those areas from Thus, while the United States allows one full year to test

market its new product, most foreign countries require thatthe deposit.
The duration of a copyright is extremely generous when the patent application be filed before there is any public dis-

closure, before the owner can even begin to determinecompared to the life of a patent. Copyright in a work extends
for the life of the author plus 50 years. For works for hire, whether the new product will be even a modest success. So

while you can delay filing for a year in the United States, yousuch as would be the case for a filing by a corporation, the
period of copyright is 75 years from first publication or 100 have to file quickly in each other country of concern. And that

is not inexpensive, especially if the US dollar is down againstyears from creation, whichever is shorter.
Work for hire is a critical issue in copyright law that the currencies of other major countries.

But there are ways to avoid having to file immediately.should be understood by all employers, employees, and inde-
pendent contractors. A work for hire is one for which one One way is afforded by a treaty known as the Paris Conven-

tion. If you file in the United States and then file in any coun-party, the employer, hires another party, the creator, to cre-
ate a new work, a book, software, a videotape which is copy- try which is a part to the Convention within one year of the

date on which you filed in the United States, you can rely onrightable subject matter. If the creator is truly an employee
of the employer, then the work is a work for hire and the the United States filing date. As long as you claim priority

under the Convention, the filing date awarded in that countryemployer is the ‘‘author’’ and owner in law. If the creator is
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will be not the actual date of filing in that country but the Thus by filing a PCT application in specially designated
PCT offices within one year of your US filing and by designat-date, up to one year earlier, when you filed in the United

States. ing certain countries, you can preserve your right to file in
those designated countries without further expense untilIn this way, by filing one application for the invention in

the United States, you can preserve your initial United States thirty months from the earlier US filing date. That provides
an additional eighteen months for test marketing the product.filing date for up to one year. What this means is that you

can file an application in the United States, then immediately This introduces the extra cost of the PCT application, but if
you are considering filing in six or eight or more countries,make the invention public by advertising, published articles,

and sales. If the product appears to be a success within one the one extra PCT filing may well be worth it for two reasons.
First, it delays the outflow of cash which you may not nowyear, you can then file in selected foreign countries. Even

though the prior public use of the invention ordinarily bars have or may require for other urgent needs. Second, if the
product proves insufficiently successful, you can decide not toyour filing in those countries, the Convention protects you.

Countries which are members of the Paris Convention include file in any of the countries designated under the PCT and
save the cost of all six national applications.

Algeria Libya Countries which are party to the PCT include
Australia Leichtenstein

Albania KenyaAustria Luxembourg
Armenia Korea, NorthBarbados Madagascar
Australia Korea, SouthBelgium Malawi
Austria KyrgystanBenin Mali
Azerbaijan LatviaBurkina Faso Mauritania
Barbados LesothoBurundi Mauritius
Belarus LiberiaCameroon Mexico
Belgium LiechtensteinCentral African Republic Monaco
Benin LithuaniaChad Mongolia
Bosnia and Herzegovina LuxembourgChina Morocco
Brazil MacedoniaCongo Netherlands
Bulgaria MadagascarCuba Netherlands Antilles
Burkina Faso MalawiCyprus Niger
Cameroon MaliCzechoslovakia Norway
Canada MauritaniaEgypt Poland
Central African Republic MexicoFinland Portugal
Chad MoldovaFrance Rwanda
China MonacoGabon South Africa, Republic of
Congo MongoliaGermany Spain
Cote d’Ivoire NetherlandsGhana Sudan
Cuba New ZealandGreece Surinam
Czech Republic NigerGuinea Sweden
Denmark NorwayHaiti Togo
Estonia PolandHong Kong Tunisia
Finland PortugalIraq Uganda
France RomaniaItaly United States
Gabon Russian FederationIvory Coast Uruguay
Georgia Saint LuciaJapan Vatican City
Germany SenegalJordan Viet Nam
Ghana SingaporeKenya Yugoslavia
Greece SlovakiaKorea, Democratic Republic of Zaire
Guinea SloveniaKorea, Republic of Zimbabwe
Hungary Spain

There are other options by which you can further postpone Iceland Sri Lanka
the cost of foreign filings while preserving your right to file. Ireland Sudan
For example, another more recent treaty, known as the Pa- Israel Swaziland
tent Cooperation Treaty (PCT) permits a delay of up to thirty

Italy Swedenmonths before actually incurring the costs of filing in individ-
Japan Switzerlandual countries. The PCT option is available if you file and re-

quest PCT treatment within one year of your US filing date. Kazakhstan Tajikistan
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Togo United Kingdom tries have deposited an instrument of accession to the treaty,
namely, Congo, Gabon, Togo Republic, Upper Volta, and theTrinidad and Tobago United States
Russian Federation.Turkey Uzbekistan

In the United States, a foreign applicant, whose country
Turkmenistan Viet Nam of origin is a party with the United States to a trademark
Uganda Yugoslavia convention, or extends reciprocal rights to US nationals, may
Ukraine base a US application on (a) ownership of a foreign trademark

registration; or (b) ownership of a foreign application if the
Another cost-saving feature of international patent prac- US application is filed within six months of foreign filing.

tice is the European Patent Convention (EPC), which is com- If a mark has been registered in a foreign country, no use
patible with the Paris Convention and the PCT and which in commerce must be alleged. If relying on a foreign applica-
enables you to file a single European patent application and tion, no US registration will issue until the applicant alleges
designate any one or more of the following seventeen Euro- use or the foreign registration issues. Use of the mark is re-
pean countries in which you wish the patent to issue: quired to maintain a valid registration. The use requirements

for obtaining US trademark registrations have been eased for
Austria Luxembourg US nationals, too, under a new law effective November 1989.

Although the United States is only now eliminating its tra-Belgium Monaco
ditional requirement for actual use of the trademark on theDenmark Netherlands
goods in commerce before application for registration can be

France Portugal filed, most other countries have never had that requirement.
Germany Spain Australia, Canada, West Germany, Italy, Japan, Great Brit-
Greece Sweden ain, and Switzerland permit filing with only an intent to use.

France and Sweden do not even require an intent to use toItaly Switzerland
file.Ireland United Kingdom

Liechtenstein
Copyright

Trademarks There are a number of international treaties which affect
copyright, the most important of which are the UniversalThere are a number of international treaties which affect
Copyright Convention, to which the United States has longtrademark rights. The three countries of Belgium, Nether-
been a party, and the Bern Union, to which the United Stateslands and Luxembourg have joined together under the Be-
has finally fully acceded with the amendments to US law ef-nelux Union to form a single trademark territory. One regis-
fective March 1, 1989.tration provides protection in all three countries.

The Universal Copyright Convention (UCC), adopted byA number of countries have formed the Madrid Union,
approximately eighty countries including the United Stateswherein one international registration is recognized in all of
and the Russian Federation, requires that each country treatthe member states unless specifically refused by a member
nationals of other member countries as they do their own citi-state. Each member state may conduct its own examination.
zens. It gives copyrightable works protected by the UCC theCurrently, member states include European countries (except
same rights as domestic works. The UCC excuses compliancegenerally the UK and Ireland), African States, and the Rus-
with all domestic member country formalities with respect tosian Federation. The Union applies to (1) nationals of a mem-
unpublished works and published works, which display theber state; (2) domiciliaries of a member state; and (3) individ-
copyright notice, name of owner, and year of first publication.uals or corporations having an office or place of business in a
In the United States, the Congress has invoked a restrictivemember state (corporate subsidiaries may own a mark and
provision of the UCC to require domestic formalities in casesregister it in the member state). The same Paris Convention
of works first published in the United States by US citizensreferred to earlier with respect to patents provides a six
or UCC member country nationals. Accordingly, foreign na-month right of priority. A party may claim a filing date in a
tionals can begin a copyright infringement action withoutMadrid Union country up to six months earlier on the basis
having a copyright notice or a recordation. US citizens cannot.of the US filing date. The term of the registration is twenty
The UCC requires that nationals comply with the formalitiesyears. French-African states and the island of Madagascar
of their own countries and avoids foreign formalities.have been made into one unified trademark territory under a

The Bern Union includes all major countries including Eu-treaty known as OAMPI. The Paris Convention gives certain
ropean countries, Japan, and most recently, the Unitedrights afforded to citizens of a member state to nationals of
States. The Russian Federation is not a member. The Unionother member states. As previously indicated, applications for
has minimum requirements that must be met, namely, thepatents may receive the benefit of a one-year priority date.
duration of the copyright must be at least for the life of theApplications for trademark registration receive a six-month
author plus twenty-five years, and copyright must be auto-priority date based on the home country filing date.
matically granted without the need for formalities. Accord-A new and separate union for the international registra-
ingly, the United States has formed a two-tier system. Works,tion for trademarks was founded in 1973, the Trademark Reg-
whose author’s domicile is a foreign state adhering to theistration Treaty. International registration is obtained under
Bern Convention and where publication occurs first in a Bernthis treaty without first having to register the mark in the
State (except the United States), are exempt from the regis-applicant’s home country. The registration is effective for ten

years. Although signed by fourteen countries, only five coun- tration application prerequisite, and infringement suits may
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be brought with respect to such works, even if they have page should also be signed and dated by one or more wit-
nesses who have read and understood the inventor’s descrip-never been submitted for registration with the Copyright Of-

fice. Most other works, most importantly those of US domicili- tions. The witnesses should sign under a legend such as: ‘‘Ex-
plained to and understood by me.’’ For this witnessing is not,aries, must comply with the formalities of notice and filing

before an infringement action may be brought. as in the case of a notorized will or trust, merely that the
signing parties are not subject to duress or coercion, are whoThere are also two Pan American Conventions: (a) Mexico

City Convention of 1902 and (b) Buenos Aires Convention of they say they are and appear sane and sober. In this case the
witnesses are testifying that concepts on this page were made1922. These are agreements among approximately 17 South

American Member countries wherein a copyright obtained in known to them on that date. A notarized document is not
nearly so probative.one state is valid in the other states without formalities, pro-

vided a notice reserving all property rights is included. The A self-addressed postmarked envelope containing the in-
ventor’s own letter describing the invention is of little worth.notice must read ‘‘copyright reserved’’ or ‘‘all rights reserved’’.

this is not a very strong union, as the United States has sepa- It can only be entered into evidence on the inventor’s sworn
statement that the letter was not opened or tampered with.rate treaties with most of the member countries. The Pan

American Union is primarily of benefit to US citizens who If the inventor’s word as to the letter was acceptable proof,
then so would the inventor’s word concerning the date of con-wish to obtain protection for their works in Bolivia.

The United States also has special treaties with a number ception. That is not likely and should not be counted on.
Take care to have the inventor(s) and witness(es) clearlyof countries, such as Taiwan, to confer reciprocal copyright

protection to United States and Taiwanese citizens. In addi- identified and distinguished. Serious problems have arisen
when a party assumed to have signed as a witness latertion, the United States has enacted special legislation which

extends US copyright law to Guam and the US Virgin Is- claims to have signed as inventor or coinventor!
A preliminary patentability search is generally advisable,lands.

International protection for patents, trademarks and copy- but not mandatory. The basic purpose of such a search is to
determine the general state of the art in the area of the inven-rights is widely available and becoming more and more neces-

sary as the global marketplace becomes more a reality to all tion. This helps the inventor understand whether there is
something patentable about the invention and the scope ofbusinesses, not just large multinational corporations. Careful

planning can result in inexpensive yet extensive and valuable the protection that may be available.
Understand that a preliminary patentability search is aprotection for products in international markets.

single purpose search with a narrow goal. It covers only is-
sued US patents, whether expired or not, not US patent appli-

FROM INVENTION TO PATENT: THE INVENTOR’S ROLE
cations. They are secret unless and until they actually are
issued. It does not cover any patents or patent applications of

The path to a patent begins with an invention. Strictly speak-
any other countries and does not cover the scientific and tech-

ing, an invention requires a conceptualization of the invention
nical literature at all. Such a comprehensive search is quite

and a reduction to practice. The conceptualization is not
expensive. The preliminary patentability search is by no

merely an idea but a concrete realization of how the invention
means exhaustive. It is a limited search done on a limited

can be effected: an existing problem solved, a new task that
budget in a limited period of time. Pertinent references could

can be achieved. A reduction to practice is the actual building
be overlooked, temporarily missing, or misclassified. A favor-

of a device or the execution of the steps of a method which
able outcome of a preliminary patentability search in no way

implements the invention. A reduction to practice is not nec-
guarantees the patentability of the invention. The US Patent

essary before filing an application for a patent. Conception is.
and Trademark Office Examiners will do their own search

Although you may file a patent application immediately at
and make up their own minds as to whether the invention

this point, there are two other actions you should consider:
is patentable.

record keeping and a preliminary patentability search.
In a preliminary patentability search, the searchers at-

tempt to cover the most likely areas in the US Patent and
A Patent Begins With the Invention

Trademark Office files, where relevant art should be found in
accordance with their own experience, the recommendationsRecord keeping properly done establishes evidence of the ear-

liest provable date of the conception of the invention. It also of patent examiners, the studies of the classification manuals
and definitions therein, and of the original and cross-refer-establishes evidence of the fact of and the date of the reduc-

tion to practice and of diligence of the inventor in bringing ence classifications of relevant patents uncovered during the
course of the search. Even so, relevant art may not be discov-the invention from the conceptual stage to the reduction to

practice. Those two dates and the level of diligence between ered. For example, the issuing patent Examiner may not have
properly classified and/or cross-referenced the patent. Eventhem is what the US Patent and Trademark Office considers

when it is determining which one of two different inventors at their best, the Patent Office search files are never wholly
complete. Finally, there is the consideration that this isis going to receive the patent for the invention.

The best proof for this purpose is documentary evidence merely a preliminary patentability search and must be done
within acceptable cost limits.corroborated by an unbiased witness or two. A bound, page-

numbered notebook which cannot have pages added or re- Also be aware that consciously or subconsciously an inven-
tor often shifts the focus of his invention after a search ismoved surreptitiously is a good recording medium. The con-

cept and all thoughts on improvements, variations, and appli- done, either as a result of a sharpened focus after seeing the
search results, a subconscious refusal to accept that the in-cations should be written in the notebook and each page

dated and signed by the inventor identified as such. Each vention is already known, or a further understanding of the
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invention. Whatever the reason, such a shift may make the Finally, the closeness of the prior art must be considered.
An antigravity machine or room temperature fusion energyoriginal search inapplicable since there is now a different in-
source are easy to see against the background of prior art,vention being emphasized.
like a full moon against the night sky. But consider trying toFinally, do not mistake a preliminary patentability search
patentably distinguish a new nail. There are dozens of differ-for an infringement search. A preliminary patentability
ent types of nails, wood, concrete, horseshoe, in many typessearch attempts to bring to your attention the general prior
of sizes and shapes, with many different surfaces and tex-art in the area of the invention so that you can get a feel
tures. A patent claim to a new nail would have to be ex-whether and to what extent your invention is patentable. In
pressed very, very carefully to avoid all those prior art nailscontrast, an infringement search attempts to uncover not just
and yet gain for this new nail the fullest scope of protectionpatents which may contain disclosures of your invention.
to which it is entitled.Rather, this search seeks to find unexpired patents which are

In addition to spending anywhere from half an hour to aof the same scope, a more dominant coverage, or even a more
number of hours with a patent attorney, an inventor shouldnarrow coverage which would prevent or interfere with your
provide background material. This does not mean piles andright to freely practice or license your invention. These
piles of documents. Remember, as an attorney and a profes-searches are much more time-consuming and expensive than
sional member of the patent bar, the patent attorney has asimple preliminary patentability searches.
duty to read and understand anything you supply to deter-
mine what is truly prior art to be patentably distinguished

Preparing the Patent Application and what is not. This takes time, and time means cost. So
provide the attorney only with those things that are materialPreparing a patent application is a unique and rewarding ex-
to the invention to properly define your invention and patent-perience and one in which the inventor must fully participate
ably distinguish it. The attorney must also bring all prior artto obtain a patent that protects the invention to the fullest
to the attention of the US Patent and Trademark Office Ex-extent possible. The time it takes depends upon the sophisti-
aminer. If that is not done a patent may later be invalidatedcation of the technology, the articulateness of the inventor,
for failure to bring pertinent art to the attention of the Officeand the closeness of the prior art.
during prosecution of the patent application.The impact of the sophistication of the technology can be

The most effective information that an inventor can supplyseen by a simple example. If the invention is a nonslip door-
to the attorney includes, first, a background of no more thanknob it takes less effort and time to understand and write a
two or three pages explaining the problems that gave rise tobackground which explains the problems that existed before
the need for the invention. This background should start outthe invention and which quickly and sharply focuses on the
with a general description of the field to which the inventioninvention which solves those problems. Compare this with an
relates and gradually get more specific until all the problemsinvention involving a new method of injecting a dopant in in-
confronting the inventor and solved by the invention aretegrated circuit transistor fabrication which enables much
spelled out. Second, a list should be compiled of all the advan-higher packing density and greater computing power and
tages of the invention. These advantages are the solutions to

makes possible an operating system to support a truly adap-
the problems raised in the background and should be in func-

tive learning system. This requires the clear understanding tional terms, for example, faster, less expensive, more com-
and explanation of half a dozen different disciplines just to pact, uses less toxic chemicals, more and faster memory.
understand the context of the improvement. Only after that Third, a set of drawings is required, which may be as simple
does the work begin to define the invention. as hand sketches or may be CAD/CAM or draftsman drawn.

The articulateness of the inventor is a critical factor, not These drawings should start with a broad view of the environ-
only in the time but the breadth of the patent protection ment of the invention and gradually get more specific until
sought. A patent is not a scientific paper, nor is it a simple the details of the invention itself are revealed. Finally, the
statement of an idea. It is a complete disclosure of one em- inventor should attempt to express the basic inventive con-
bodiment of the invention. It must describe the best mode of cept in one sentence. Preparing and submitting this to the
carrying out the invention presently known to the inventor. attorney in advance considerably shortens the actual meet-
The inventor may not disclose the second best implementa- ing time.
tion of the invention and keep the best a secret. And the dis- At the meeting with the attorney, the background and ad-
closure must be sufficient for others skilled in the art to make vantages are discussed in detail and the attorney obtains a
and use the invention without undue experimentation. But it complete description and understanding of one specific em-
is not a how-to manual, nor does it require proofs and cita- bodiment of the invention as disclosed in the drawings. At
tions as does a scientific paper or a doctoral thesis. The inven- this point a solid estimate of cost could be obtained provided
tor may not even understand why the invention works, only nothing changes. Ultimately, the attorney explores the scope
that it does. Most importantly, the inventor should strive at and breadth of the invention to get a good idea just how broad
some point to rise above the specific embodiment, above the the invention is. Prior art is analyzed and distinguished, and
mathematical or scientific proof that the invention is sound, claims are discussed against the background of the market
and above all the other details, and attempt to see the and product the inventor wishes to protect and the likely at-
broader concept which can be extracted from the details, the tempts of competitors to design around the invention.
underlying notion, the generic nature or philosophy of the in- The inventor must be fully involved in this process to in-
vention. Only then is the patent properly drafted with claims sure that the patent application seeks the level of coverage
broad enough to fully protect the broad scope of the invention, necessary to protect the inventor. This lays the groundwork

for drafting the claims, to which the attorney devotes sub-not just the embodiment presently contemplated.
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stantial time and effort. It is not uncommon for an attorney an undergraduate scientific or engineering degree. The appli-
cation is placed on that Examiner’s docket and taken up into spend half the time required to write an application just

drafting the claims. Claims are the most important part of order. The Examiner reads the application, searches the rele-
vant art, such as US and foreign patents, scientific papersthe patent. The claims define the protection afforded by a pa-

tent. It is the claims which must be read on an infringing and journals and books, to determine whether and to what
extent the invention is patentable.device if the patent is truly infringed and it is the claims

which the Examiner examines, usually rejects, and finally Almost universally the first communication from the Ex-
aminer, called an Office Action, refuses all or nearly all of theagrees are allowable, often after amendment, if the patent

ultimately is granted. claims. A first class of comment known as a rejection is based
on a number of different substantive grounds. This first OfficeOnce the first draft of the patent application is completed

it is sent along with drawings created by the inventor and Action occurs any time after filing. The average time is 12 to
14 months, but some take longer and some occur in sixattorney to the inventor, who reads it and makes comments,

changes, and corrections on the draft itself and returns it to months. The Examiner may find a complete anticipation of
the invention in a single document or patent, or may havethe attorney for preparation in final form. If the changes are

understandable, the attorney prepares the final draft, but if found no such total anticipation but one or more references
which make the invention obvious to one skilled in the art,they are not or the attorney is not comfortable with them be-

cause they change the focus of the invention, for example, even though the single idea of the invention is nowhere to be
found. The Examiner may also reject the claims as not beingthen another meeting with the inventor may be scheduled.

Often the opportunity to read the presentation of the in- drawn to proper patentable subject matter or as being vague
and indefinite and not distinctly setting forth the invention.vention in the draft application inspires other, deeper reflec-

tions by the inventor which result in a fundamental change The Examiner can also make a second class of criticisms,
known as objections, based not on substantive but on techni-in the perception of the invention. This certainly requires an-

other meeting and perhaps a second draft of the patent appli- cal grounds: grammar, spelling, diction, insufficient explana-
tion, too much explanation, nonsequiturs, or the like.cation. Eventually, after the first or subsequent draft is ap-

proved by the inventor, the patent application is prepared in The Office generally allows just three months to reply to
the Office Action. Replies made after the third month duringfinal form and submitted to the inventor for reading and exe-

cution. This draft is accompanied by a Declaration, Petition each of the fourth, fifth and sixth months must be accompa-
nied by an escalating late fee and a request for an extensionand Power of Attorney, and perhaps an Assignment from the

inventor to his company and a small business verification for the appropriate time. After six months if no reply is filed,
the application becomes abandoned and is revived only by aform if the inventor is entitled to a 50% reduction in the US

Patent and Trademark Office fees. timely petition accompanied by a much larger fee.
The reply to the Office Action, normally titled a Response,The application at this time is accompanied by formal

drawings, or the original sketches and drawings are used if includes amendments to the description and drawings and to
the claims as deemed necessary to meet the Examiner’sthey are clear and understandable and are acceptable to the

Office. Subsequently, formal drawings have to be submitted rejections/objections. It also includes arguments made by the
attorney. The attorney makes whatever amendments to thebefore the case is allowed to issue as a patent. After the in-

ventor has read and signed all the necessary papers they are application are needed to meet the technical objections, pro-
vided such amendments do not change the sense of the claimstypically returned to the attorney who submits them to the

US Patent and Trademark Office by mail, Express Mail, cou- or invention.
With respect to the reply to the substantive rejections, therier (such as Federal Express), or by hand delivery.

A cover letter accompanying the application to the Office attorney is a bit more conservative. First the attorney reads
all the references relied on by the Examiner and studies theencloses the filing fee and a list of all pertinent prior art then

known to the attorney and inventor. If additional prior art is Examiner’s remarks to understand thoroughly how the Ex-
aminer is applying those references to refuse patentability ofdiscovered at any time during prosecution of the application,

it must immediately be brought to the attention of the Office. the claims. The attorney explains to the Examiner why each
of the references is not applicable to the claims, or why theThis letter also typically encloses a stamped, self-addressed

postcard identifying the application and the papers filed with combination of references is not applicable. The attorney also,
in lieu of or in addition to arguing the references, amends theit which will be stamped by the Office with the serial number

and filing date and returned to the attorney within a few claims, so that they more clearly define and distinguish the
invention from the references. The description, drawings andweeks so that all can be assured that the application was
claims may be freely amended at this time, but bear in mindsafely received by the Office. An official filing receipt does not
that no new matter may ever be introduced into the applica-arrive for three months or so. If the application is properly
tion. The application disclosure was fixed, frozen as of themailed by Express Mail, then the filing date accorded the case
date it was filed in the Office.will be the date it was deposited with the US Postal Service.

The original disclosure and its normal understanding byOtherwise the filing date is the day the case was physically
those skilled in the art is the focus of the examination proce-received in the Office.
dure. No extraneous matter can be argued or added. If the
inventor suddenly realizes another feature of his inventionPatent Pending: The Patent Office Procedure After Filing
which he failed to include but which now easily distinguishes

Once received in the Office, the application is classified as to the invention from the prior art, it is too late. The only option
its technical art and assigned to the Examiner who handles is to file a new application, a continuation-in-part application,

to add the new matter, and begin the examination processthat particular area of technology. Examiners have at least
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anew. This happens in a relatively small number of cases. a drawing of the mark and a number of specimens of the
mark as it is actually used. The application signed by theNormally, good arguments and amendments are made to per-

suade the Examiner. Often the next Office Action, which oc- owner of the mark is forwarded to the US Patent and Trade-
mark Office with a transmittal letter and self-addressed post-curs in about three to six months, allows at least some of the

claims, and the applicant must determine whether to accept card similar to those that accompany a patent application.
If the mark is not yet in use, an ‘‘intent-to-use’’ applicationthose and give up the rest or make a second Response and

attempt to obtain greater coverage. is filed. This allows an applicant to begin the registration pro-
cess before actually using the mark in commerce and actuallyThe second Office Action may also reaffirm the rejection of

all the claims. Normally this second Office Action is made FI- confers greater rights on the applicant as against a party who
actually used the mark first but after the applicant filed theNAL, meaning the applicant must comply with all require-

ments made by the Examiner or the case will be abandoned intent-to-use application.
The intent-to-use application is examined and processedand no further Office Actions will be forthcoming. All of this

correspondence is done in writing. But at any time during just as a normal application, The Trademark Examiner re-
views the case to determine whether the description of goodsthis process the attorney may feel it productive or necessary

to confer by telephone or in person with the Examiner at the or services, specimens, classification, drawings of the mark
and other formalities are met. The Examiner also determinesPatent Office to present arguments and point out distinctions

that are difficult to communicate on paper. At this point the whether the mark is arbitrary and fanciful or is suggestive
and so is registrable, or is descriptive of the goods or servicesapplicant has four choices: completely comply if such compli-

ance gets the case allowed; file a continuation case, which is or is generic, in which case it is not registrable. Finally the
Trademark Examiner does a search to see if there are anysimply a substitute of the original, and start prosecution

again; file a continuation-in-part and try to add a new twist; other existing similar marks for similar goods which would
bar registration of the mark applied for. The Examiner issuesor file an appeal to the Patient Office Board of Patent Appeals

and Interferences in an attempt to persuade the Board to re- a letter or Office Action to the applicant relating any rejec-
tions of the mark and giving the reasons for the rejection. Theverse the Examiner’s decision.

Fortunately, in most cases the application is allowed and applicant is required to file a Response, usually within six
months, which attempts to overcome the Examiner’s prob-the patent is issued with at least some of the claims which

may have been amended and have a different scope of cover- lems with the application either by amending the various
parts of the application or by legal argument. This cycle ofage than as originally filed. During the entire examination

process, also known as the prosecution of the patent applica- rejection and response may occur a second time, after which
registration of the mark is either allowed or finally refused.tion, the inventor is involved with the attorney in preparing

the Responses, if the attorney needs help or if the inventor (That the US Patent and Trademark Office refuses to register
your mark does not mean you cannot continue to use yourrequests participation.

Once the claims have been allowed by the Examiner, a for- mark or that you cannot sue infringers who copy your mark
and use it in connection with similar goods or services.)mal Notice of Allowance is sent, and the issue fee must be

paid within three months or the application will be aban- Assuming that the application is allowed, then the next
step is the publication for opposition of the mark in thedoned. After the issue fee is paid, the application issues as a

patent within approximately three months. Just prior to the weekly edition of the Official Gazette—Trademark. For thirty
days from the date the mark is published for opposition in theissuance, an issue receipt is provided which indicates the fu-

ture date on which the patent is to issue and the number Gazette, which issues on Tuesday of every week of the year,
any interested party who is harmed by the registration of thewhich it will be assigned. The patent issues on a Tuesday,

and a representative drawing and claim is published in the published mark can oppose its registration by filing a Notice
of Opposition in the Patent and Trademark Office similar toPatent Office Gazette on that same Tuesday. Maintenance

fees must be paid 3��, 7��, and 11�� years from the issue date or a Complaint in a court of law. The opposition proceeds as an
administrative ‘‘trial’’ to determine whether or not the op-the patent lapses and is unenforceable. Patents are not re-

newable. poser or the applicant is correct, and as a result the mark is
either refused registration or is registered.

During the fifth year after registration, an affidavit must
be filed stating that the mark is still in use. If the mark wasREGISTERING A TRADEMARK
registered on the Principal Register, a separate affidavit is
filed to make the mark incontestable. The registration mayFederal trademark and service mark registrations are applied

for with an application that sets forth the name of the owner be renewed every ten years as long as the mark is in use.
It is wise to have a search done before adopting a newof the mark and the owner’s address and state of incorpora-

tion, if it is a corporation. The application must describe the mark. If a mark is adopted and later it is found that someone
else has greater rights to the mark due to earlier use, theregoods to which the mark is applied or the services in connec-

tion with which the mark is advertised. The application must is a grave loss to you, the latecomer. First, you will not be
able to register your mark. But even worse perhaps is thealso state the date when the mark was first used on the goods

or in connection with the services in interstate or foreign com- realization that all the printing, catalogs, advertising, speci-
fication sheets, brochures, and other promotional materialsmerce. Finally, the application must state the manner in

which the mark is used on the goods, on labels applied to the and efforts and expense in promoting your business under
that mark are all wasted when it becomes necessary togoods, on tags attached to the goods, or in newspaper adver-

tisements, store signage, promotional letters, cards, or bro- change the name or symbol. To help avoid this, a preliminary
registrability search is performed at some level depending onchures advertising the services. The application also includes



456 INTELLECTUAL PROPERTY

budget constraints and the applicant’s familiarity with the in- sure all the required information has been submitted and
that it is correct. Further, the Examiner considers whetherdustry. One search scans the marks in the US Patent and

Trademark Office and the trademark registers of the fifty the work represented by the information in the application
and the accompanying copies is copyrightable and whetherstates. Another includes those areas but adds the one mil-

lion� Dun & Bradstreet company name index, telephone the work demonstrates at least a fundamental authorship,
that is, originality and creativity.books of the forty largest US cities, and industry reports, jour-

nals, indexes and the like. If the Examiner has any problems with the application, a
letter is sent to the applicant explaining the shortcoming orIf another party has registered or used a particular mark,

it does not absolutely preclude your company from using and asking for more information. Within a few months after such
a letter is responded to by the applicant, or if there is no suchregistering the same or a similar mark, unless such use or

registration is ‘‘likely to cause confusion.’’ Determining letter, within a few months of the filing of the application, the
copyright registration issues. The duration of a copyright forwhether a likelihood of confusion exists depends on an analy-

sis of various factors, including the similarity or dissimilarity an author, who is a person, is the life of that person plus fifty
years. For an author who is a legal entity, the duration is onein sound, appearance and meaning of the marks themselves,

the relationship of the goods or services in connection with hundred years from creation or seventy-five from publication,
whichever period expires earlier. Copyrights are not re-which the marks are used, the sophistication of potential pur-

chasers for such goods and services, and the strength of the newable.
prior mark (resulting from years of use, uniqueness of the
mark, extent of advertising, etc.)

SOFTWARE PROTECTION
Be aware of the possibility that prior trademark rights

may have been acquired by users who are not disclosed by
Protection for computer software has been the subject of de-

the trademark search report. Although a search offers fairly
bate for many years. At one time there was strong opposition

extensive coverage, it is not capable of picking up every use
to the award of patents for inventions embodied in or involv-

of a given trademark.
ing software. That is no longer the case. Now software is com-

In a preliminary trademark search, the search is still only
monly patented. Copyright protection had been considered

a preliminary screening tool for finding a clear trademark.
only for the coding. That, too, has changed. Now it is clear

Certain registrations and marks that are not registered but
that copyright protection covers the coding, the literal aspects

are rightfully in common law use may not be covered in this
of a computer program, and also the nonliteral aspects, such

search. Finally, there is the consideration that this is merely
as the sequence and flow, organization and structure of the

a preliminary trademark search and must be done within ac-
software, the user interface, menus, and the like. Trade secret

ceptable cost limits.
protection was available but only if you kept the software se-
cret, which made it awkward to embrace copyright. Now the
Copyright Office has a procedure whereby software copyrights

REGISTERING A COPYRIGHT
are registered yet trade secrets contained in the software are
specifically preserved. There is no excuse for releasing soft-

A copyright application is filed with the Copyright Office and
ware without some sort of protection. Indeed, more than one

requires certain specific information. Every application re-
form of protection can be acquired on the same software.

quires the title of the work, the name of the author or au-
thors, and if the author or authors is a person, the date of

Patent Protection
birth and death of the person(s). If the person who actually
created the work is a bona fide employee, then the employer Broad patent protection is available for software. The scope

of patent protection extends beyond merely the coding or rou-is listed as the author. The date when the work was created
must be given and the date when the work was first published tines, beyond the structure and organization, and beyond the

user interface and menus of the program to the broad under-if it is a published work. If the applicant for the registration
is not the author but acquired ownership through a transfer lying concept or algorithm.

All manner of software is protectable by patent regardlessor assignment, that must be noted. If the work sought to be
registered by this application is derived from or is a compila- of how it is perceived: as controlling industrial equipment or

processes; as effecting data processing; or as operating thetion of one or more prior works, this must be revealed and the
underlying works identified. The application may be signed computer itself, for example.

Software that controls industrial equipment or processesby the applicant or its attorney or agent. Copies of the work
generally are submitted with the application to the US Copy- is patentable; a system for automatically operating a rubber

molding device used a computer, which was well known, toright Office.
In copyright applications, unlike in patent and trademark run a molding device, which was well known, too. The com-

puter was programmed in accordance with a very well-knownapplications, there is no examination with respect to prior ex-
isting works. All registrations in the Copyright Office are cat- mathematical expression. The only thing that was new was

the software, which controlled the whole system and openedegorized by title, not subject. One could not do a search for all
poems relating to trees. Of course, if the Examiner recognizes the mold when the rubber part was properly cured. The soft-

ware was the heart of the invention that automated that par-the work as one already credited to another author or in the
public domain, for example, an applicant seeks to register the ticular rubber molding device for the first time, and it was

patentable. A software method of operating entire systems ofpoem ‘‘Twinkle, Twinkle, Little Star’’, the Examiner will re-
ject it over the well-known work. The Copyright Office Exam- cooperating manufacturing plants was also held patentable.

There is nothing surprising about this. A patentable systeminer, however, reviews the application for formalities to be
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implemented in hardware should be no less patentable be- screen by the computer software, such as various screen dis-
cause it was also or alternatively implemented in software. play icons, for example, an icon for a telephone display.

Software that effects data processing is patentable, too, A software patent must contain a written description of
even though no machines or processes are involved. It makes the software in such full and clear terms as to enable a person
no difference that the resulting output, reports and docu- skilled in the art to which the software pertains to create and
ments of the software, are not themselves patentable or that use the invention. Without sufficient disclosure, the patent
the activity which the software replaces is not itself patent- will be held invalid, and all remedies against infringers will
able. For example, software implementation of steps normally be lost.
performed mentally may be patentable subject matter. Thus, To avoid such problems, those patenting computer soft-
although a method of doing business is not patentable subject ware should provide (1) complete flow charts of the system;
matter, the software for operation of a computer to effect a (2) actual coding or instructions for coding where the coding
business activity may be. For example, the software imple- is not routine; and (3) a clear explanation of the preferred
mentation of a system which automatically transfers a cus- hardware and how the hardware operates with the software
tomer’s funds among a brokerage Security Account, several to produce the desired results.
money funds, and a Visa/Checking account automatically
upon occurrence of preset conditions, was held to be patent-

Copyright Protectionable subject matter.
A software method of translating from one language to an- Copyright protection for software, although not as broad as

other (Russian to English) and a software method of prepar- patent protection, nevertheless, is quite broad. Copyright pro-
ing architectural specifications, which describe the various tects against the copying of the coding and also against the
materials and techniques used in the construction of a build- copying of the organization and structure. That is what ‘‘look
ing, were held patentable. and feel’’ is all about. If a subsequent developer creates soft-

Many patents have been issued on data processing soft- ware that looks and feels like earlier copyrighted software
ware for a system for registering attendees at trade shows there is infringement, whether or not the coding of the two
and conventions; for a securities brokerage cash management are similar. Thus it appeared to some that the very idea of a
system; for an automated securities trading system; for fund- program could be protected.
ing a future liability by an insurance investment program; Some in the industry were in favor of such strong protec-
for managing an auto loan; for optimizing industrial resource tion, because it would do away with the need to license every
allocation; for automatically determining and isolating differ- piece of software to every customer, such as by using ‘‘shrink
ences between text files (word processing); for returning to a wrap’’ licenses. The industry could rely solely on copyright
specified point in a document (word processing); and for de- protection the way the recording and film industries do. Oth-
termining premiums for insurance against specific weather ers felt that such broad protection would completely stifle cre-
conditions. ation and development of new software products because,

Software that operates the computer itself is also patent- once a basic product such as a spreadsheet or word processor
able. A data structure for allowing the portions of the system

was launched, all others would be foreclosed.
base of a computer stored in scratch pad registers to be al-

But ‘‘look and feel’’ really embraces neither extreme. Copy-tered or repositioned without completely reloading the system
right does not protect the idea behind the software. It protectsbase or using special software was held patentable. The struc-
only the form of the expression of the idea. For example, ature employs a firmware module which directs the data trans-
copyright on a book which teaches how to turn lead into goldfer between the scratch pad registers and a system base lo-
cannot prevent a reader from applying the teachings of thecated in main memory. Patents have issued on software for
book to make gold from lead. That is the idea. However, if theconverting a source program into an object program; for pro-
reader places the book on a photocopier and makes copies ofgrams which translate from one programming language to
the pages, then the copyright is infringed. That is the form ofanother; for a cursor control for a pull-down menu bar; for
the expression. But that does not mean that infringement isdisplaying images in windows on the video display; and for a
avoided simply by rewriting the book in different words. Andcomputer display with window capability.
the copyright in software cannot be defeated simply byIt does not matter that the software is composed of old
avoiding copying the code line for line. What the ‘‘look androutines if they are assembled in a different way and produce
feel’’ theory really does is make clear that copyright protec-a different result, for it is well established in patent law that
tion for software prevents copying nonliteral and literal ele-a combination of old parts is patentable when the resulting
ments. The literal aspects of a program, the source code, ob-whole is new. Indeed, most inventions are a new assembly of
ject code and flow chart, are copyrightable. The nonliteralwell-known parts or steps.
elements, which include the overall organization of a pro-To determine the patentability of a new piece of software
gram, the structure of its command system, and the presenta-one need consider only the underlying concept or algorithm
tion of information on the screen, are also protected by copy-and compare it to existing competitive software. This is done
right.by reducing the software to a flow chart differs from similar

A simple three-part test has been suggested for determin-illustrations for competitive systems, then it is possible that
ing infringement under the ‘‘look and feel’’ doctrine: first, de-patent protection is available. If this new software product is
termine what the idea of the program is, so that it can bean important one, then patent protection should be investi-
distinguished from the expression; second, determine whethergated.
the particular expression of the idea is the only way to ex-Design patents are also used to protect software. Design

patents have been issued for visual features produced on the press the idea or whether there are other ways to express the
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idea; and third, determine whether or not the elements of the game protectable. The seeds of the tests used in look and feel
were sown in analyzing video game copyright infringement.expression have been substantially copied.

The heart of the test is step two. Under step two, proof The video game decisions introduced the notion that one must
determine whether the similar forms of expression used bythat the particular expression of the program is not the only

expression of the idea is established by showing that other the alleged infringer are those that simply cannot be avoided,
that is, the expression and idea are merged, or there are otheroverall appearances, structures and sequences of audio-visual

displays can be used, that the particular titles, menu screens, ways to express the idea.
The cross-protection between the display and the codingtypefaces and instructions are only one choice from a wide

range of expression. The existence of similar products of other became confused when some courts held that the copyright in
one did not protect the other. Each was the subject for sepa-parties can establish that, as can proof that the software has

been customized in different ways for different purchasers. rate copyright protection. The US Copyright Office stepped in
and settled the matter by promulgating new rules for copy-The look and feel investigation focuses quite literally on

the visible impact of the software and the sequence or flow right registration establishing that all copyrightable expres-
sion embodied in a program, including the screen displays, isof the action. For example, courts have examined the menu

structure, the order of commands in each menu line, the to be registered as a single work. Such a single registration
is sufficient to protect the copyright in a computer program,choice of letters, words, or ‘‘symbolic tokens’’ to represent each

command, the presentation of these symbolic tokens on the including related screen displays, without need to refer in the
copyright to the displays. Such a registration covers all copy-screen (e.g., first letter only, abbreviations, full words, full

words with one or more letters capitalized or underlined), the rightable material contained in the computer program and
screen displays even if only some or no identifying materialtype of menu system used (e.g., one-, two-, or three-line mov-

ing-cursor menus, pull-down menus, or command drive inter- for the screens is presented. In fact the author is invited to
decide whether the dominant authorship is in the coding orfaces), and the length of the prompts.

Courts have also examined labeling, single line boxes, re- in the pictorial/graphics and to use the application form ap-
propriate to that type of work.verse video cursor, alternative highlighting or capitalized let-

ter selection options, positioning of file, cursor location and All forms of programs can be protected, flow charts, source
programs, assembly programs, object programs. And it makeswindow information across the top of the screen, the use of

editing screens to edit and enter new data, the highlighting no difference whether the program is an operating system or
an applications program. No distinction is made between theof the initial letter of each of the menus, and the form of the

menu windows. copyrightability of those programs which directly interact
with the computer user and those which, unseen, manageThat some of these specific command terms are quite obvi-

ous or merge with the idea of such a particular command only the computer system internally. Beyond that, protection
is afforded for microcode or microprograms which are buriedterm does not preclude copyrightability for the structure

taken as a whole. If particular characteristics not individually in a microprocessor and even for those programs embedded in
a silicon chip. Databases are also protected by copyright. Thedistinctive are combined to make the ‘‘whole’’ a distinctive ex-

pression of an idea, one of many possible ways of expressing input of a copyrighted database into a computer results in
making a copy and so there is copyright infringement. It doesit, then the ‘‘whole’’ may be copyrightable.

The fact that the allegedly infringing software was written not matter that the data copied from indices and graphs or
maps is rearranged not as another book or visual aid, but asin a different programming language and/or for different

hardware does not avoid the application of the look and feel an electronically stored database. It is infringement. And this
is so even if new and different maps, graphs, and text aretheory. If the user interface and functions are similar, in-

fringement is likely. produced from it by the computer. Even more subtle problems
have occurred regarding databases. The purveyor of a com-It is not by chance that the touchstones of the courts’ inves-

tigation into look and feel are the visually perceived features puter program that permits users to access and analyze the
copyrighted database of another was liable for copyright in-of the program. In early software infringement cases, the

complex task of mastering the details of the coding structure fringement because, first the program had to copy portions of
the database to analyze the data.to determine copying naturally gave way to the somewhat

more understandable approach of examining the result of the Noting the dynamic, changing nature of databases, the
Copyright Office has instituted a regulation to permit stream-coding, the user interface on the screen. And the fact that

many of the early software infringement cases dealt with lined registration every three months of all automated data-
bases and their updates or other revisions.video games, whose significant value was in the displays, cre-

ated even greater impetus in that direction. Some interesting twists have arisen in software copyright
infringement cases. In the case of video games, enhance-These video game cases established that an audiovisual

display is appropriate for copyright protection even if the un- ments, such as speed-ups, infringe because the final display
either looked like or used the coding of the original copy-derlying computer program is not copyrighted. Further, these

cases held the owners and operators of the games liable for righted work. In another case where a consultant developed
a program to remove unwanted governors in a copyrightedcopying of the audiovisual scenes, and also the electronic as-

semblers and manufacturers who made the printed circuit program used by the consultant’s customers, the owner of the
copyright charged infringement and won, because the copy-boards containing the ROMs with the underlying coding,

which often was not itself copyrighted. righted program had to be printed out to find and remove the
governors. That was copying.Even where the idea of the game itself was unprotectable,

the courts found the expression of the game in the shapes, An owner of a copy of a copyrighted program is permitted
to copy the program in the course of adapting it for his ownsizes, colors, sequences, arrangements and sounds of the
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use. In the process of adapting it, it is permissible to translate cuted between the employer and the consultant to define own-
ership before any work begins and any consideration is paid.the program from one language to another or to add new fea-

tures. However, the owner of the adapted program cannot of- Registering a copyright in software where trade secrets are
not involved is relatively straightforward. The copyrightfer copies of the adapted program for sale, nor can it be of-

fered for resale as the original. Even more sensitive is the owner need only submit a completed application for registra-
tion along with the source code of the software for deposit inquestion of who did the adapting. If it was an outside consul-

tant, the consultant’s work must be clearly defined and au- the Library of Congress. When the code is more than fifty
pages in length, only the first and last twenty-five pages needthorized by the owner of the copy, or the consultant will be

liable for copyright infringement. be submitted. If the software contains a copyright notice, then
the page or portion bearing the notice should be included. No-The delicate balance of how much help the owner of a copy

of a copyrighted program can receive from a third party before tice should appear on the title screen produced by the soft-
ware; on the media itself, such as on labels or jackets onthe owner of the copyright charges infringement was demon-

strated in a case in which a monthly magazine published disks; in the coding itself so it appears on any printout of the
program; and in any accompanying documentation. In casestwelve to fifteen programs in each issue that its readers had

permission to copy into their computers. When an enterpris- where a user’s manual normally accompanies the software,
then a copy of that should also be submitted.ing fellow typed all of the programs into his computer, copied

them onto disks, and sold copies to the readers, the magazine If the owner of the copyright will not or cannot supply the
source code for deposit, the Copyright Office will accept thecharged infringement and won, even though it seems clear

that there would have been no infringement if a reader had object code, accompanied by a written statement that the
work embodied in the object code contains copyrightable au-hired the fellow specifically to type in the programs for that

reader. thorship. The Copyright Office will then grant registration,
but with the warning that the work is registered under theIt is well accepted that merely translating a program from

one computer language to another does not avoid infringe- ‘‘rule of doubt’’, that is the Copyright Office has not deter-
mined the existence of copyrightable authorship in the work.ment. But it appears that translating a concept from English

text to a computer program is also infringement. A copy-
righted book contained a step-by-step method for trading in Trade Secret Protection
commodities. When a competitor wrote a program that car-

Software is also protected through a trade secret approach,ried out the method in the book, it was held to be an infringe-
separately or overlapping with patent and copyright protec-ment of the copyright in the book. The court said that the
tion. All information disclosed in a published copyrightedsource code was not an entirely new, unique expression of
work is in the public domain. The contents or ideas may beideas. It was simply a translation from one language, English,
used without restriction, even though the form of the workinto another, the computer language! It has even been held
may not be copied. But when a software developer sold soft-that the description of a computer program, not the program
ware that bore both a copyright notice and a trade secretitself, in a written proposal is an infringement of the copy-
warning legend which prohibited unauthorized use or disclo-right in the program.
sure, the trade secrets in the software were protected. TheAnother area of interest is security programs. Security pro-
customer had no right to rely on the existence of the copyrightgrams are those installed on a disk to prevent copying all of
notice on the work as a representation that the work has beenthe other programs on the disk. Disks containing the security
generally published and that therefore the contents cannotprogram were sold to software producers who placed their
qualify as a trade secret.programs on the disk and sold them to customers. An enter-

There was no inherent conflict between the copyright lawprising programmer wrote a program which disabled the se-
and trade secret law, because the former protects the form ofcurity program so customers could copy the protected pro-
the work and the latter protects the contents or ideas of thegram. This activity did not constitute infringement. The
work. The fixing of a statutory notice of copyright to a docu-security program was not being copied; only the protected
ment does not automatically prevent the owner from subse-programs were and they were not in issue.
quently asserting that the documents have not been generallyOne of the potentially most troublesome areas of copyright
published but instead contain subject matter which is aprotection for software is that of authorship and title. Who
trade secret.created the program and who owns it? This is particularly so

Difficulties also arise in situations when the customerbecause much of the development work in the software indus-
claims trade secret rights in the software and the developer/try involves consultants, not just employees. If an employee
consultant contends there are none. In one such case the de-creates the software, the employer owns the copyright even
veloper defeated the trade secret claim by showing the systemwithout a written agreement and has full control over copying
used a number of off-the-shelf subroutines and some that itand selling the software. If a consultant, however, creates the
had developed for other customers.software without a contract that assigns title, the consultant

The US Copyright Office fully recognizes the compatibilityowns the copyright and controls the copying and selling of the
of copyright and trade secret protection. Its rules provide spe-software. All the employer gets is the use of the single copy
cial filing procedures to protect trade secrets in the software.that the consultant developed for the employer. The law is

Copyright owners who wish to protect their trade secretsclear. And for a person to be designated an employee under
but avoid clouding their registration with a ‘‘rule of doubt’’copyright law, the person must be a real employee. Full time
approach have a number of options. In addition to the pagework at the employer’s premises, salary, withholding, FICA,
containing the copyright notice, if there is one, the deposit forbenefits, all are examined. The simple and only sensible way

to avoid serious unexpected loss of rights is by contract exe- copyright may include (a) the first and last twenty-five pages



460 INTELLECTUAL PROPERTY

of source code with portions blocked out; (b) the first and last what he is giving up in undertaking this relationship with
the company.ten pages of source code in their entirety with no blocked out

portions; (c) the first and last twenty-five pages of object code
and any ten or more successive pages of source code with no Employment Contracts
blocked out portions; or (d) when the program is no more than

Employment contracts must be fair to both parties, should befifty pages in length, the entire source code with the trade
signed by all employees, at least all employees who may besecret portions blocked out.
exposed to confidential company matters or may contributeThe permissible blocking out of portions of the source code
ideas or inventions to the business, and they should be shortincludes ‘‘striping,’’ the practice of blanking out vertical or di-
and readable.agonal stripes of the printed code so that the copyrightable

Employment contracts, like all agreements, must have con-expression is partially obscured. The part that is not blocked
siderations flowing both ways. In an employment contract,out must constitute more than the part that is blocked. There
the consideration from the employee is all of those promisesmust be visible a significant portion of the source code suffi-
to keep secrets and assign ideas and inventions. The consider-cient to permit the Copyright Office to determine that a copy-
ation from the business is to employ the employee. Thus it isrightable work is present.
best to present these contracts to the prospective employee
well before he begins work. After the job begins, the consider-
ation is the employee’s ‘‘continued’’ employment and thatCONTRACTUAL PROTECTION
sounds a bit threatening. Although ‘‘continued’’ employment
is certainly proper consideration, in construing these con-Frequently when a person thinks of protecting his new idea
tracts, courts can decide that the employer has the superioror product, his thoughts go to patents, trade secrets and copy-
bargaining position and so courts generally like to know that,rights. But the game can be won or lost long before the oppor-
at the point the contract was offered for signature, the em-tunity to establish those forms of protection. That is why the
ployee had a fair opportunity to decline without suffering se-fundamental forms of protection are so important, confiden-
vere hardship.tial disclosure agreements, employment contracts, and con-

One of the most important clauses in an employment con-sultant contracts. Whether or not an idea or product is pro-
tract is the agreement of the employee to transfer his entiretectable by such exclusive statutory rights as patent or
right, title, and interest in and to all ideas, innovations, and

copyright, there still is a need, at the early stages before such
creations to the company. These include designs, develop-

protection can be obtained, to keep the basic information con- ments, inventions, improvements, trade secrets, discoveries,
fidential to prevent public use or disclosure which can result writings, and other works including software, databases, and
in the loss of rights and/or inspire others to seek statutory other computer related products and processes. The transfer
rights before you can. Confidential disclosure agreements, is required whether or not these things are patentable or
employment agreements, and consultant agreements, have copyrightable. They must be assigned to the company if they
some things in common. They define the obligations of the were made or conceived or first reduced to practice by the
parties during the critical early development states of a new employee. This obligation should adhere whether or not the
concept, product, or process. They are often overlooked until employee was working alone or with others and whether or
it is too late: the relationship is well under way, and a prob- not during normal working hours or on the company prem-
lem has arisen. ises. So long as the work is within the scope of the company’s

Before a patent, copyright or trade secret is obtained, even business, research, or investigation or the work resulted from
before the occurrence of the idea that gives rise to them, all or is suggested by any of the work performed for the company,
rights can be lost if the proper preliminary steps are not its ownership must be assigned to the company.
taken. That is why, for proper protection of the business, This clause should not seek to compel transfer of owner-
there must be agreements with employees, consultants and ship in everything an employee does even if it has no relation-
even in some cases with suppliers and customers to keep se- ship to the company’s business. An engineer employed to de-
cret all important information of the business and to assign sign phased array radar for an electronics company may
to the business all rights to that information. invent a new horseshoe or write a book on the history of stee-

Often it is thought that only technical information can be plechase racing. An attempt to compel assignment of owner-
protected. This is not so. Ideas for new products or product ship in such works to an employer under an employment
lines, a new advertising or marketing program, a new trade- agreement could be seen as overreaching and be refused en-
mark, the identity of a critical supplier, a refinancing plan, forceability. Overreaching could also jeopardize a clause
are all protectable information and can be even more valuable which seeks to vest in the employer ownership of inventions,
than the technical matters when it comes to establishing an innovations, or other works made for a period of time after
edge over competition and gaining a greater market share. employment is ended or before employment begins.

Employment contracts, consultant contracts, and confi- Ancillary to this transfer or assignment clause is the
dential disclosure agreements, all should be in writing and agreement of the employee to promptly disclose the inven-
signed before the relationship begins, before any work is tions, innovations, and works to the company or to any person
done, before any critical information is exposed, and before designated by the company and to assist in obtaining protec-
any money changes hands. A business must not be in such a tion for the company including patents and copyrights in any
rush to get on with the project that it ends up without full and all countries, as the company sees fit. At this point the
ownership of the very thing it paid for. And the employee or employee also agrees to execute patent applications, copyright

applications, to execute assignments of issued patents andconsultant or other party must know clearly at the outset
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copyright registrations, and to execute any other documents types, or other tangible items representing or embodying com-
necessary to perfect the various properties and vest their pany property or information are the sole and exclusive prop-
ownership clearly in the company. If these activities are erty of the company and must be surrendered to the company
called for after employees have left the company, they are still no later than the termination of employment or at any earlier
obligated to perform but must be paid for time and expenses. time upon request of the company. This is an important provi-

Another important concern is moonlighting in related work sion for both the employer and employee to understand. The
areas. To prevent this, the employee agrees in the employ- employees may not take away, use or disclose trades secrets,
ment contract that, during his employment by the company confidential or proprietary information in their memory or in
the employee will not engage in any employment or activity physical form without subjecting themselves to serious legal
in which the company is now or may later become involved. sanctions. In some states the law imposes serious criminal

A notion closely related to this is a noncompetition provi- sanctions and fines for removing tangible trade secret
sion whereby the employee agrees not to compete during his property.
employment and for some period after he leaves the com- Another potential area of conflict is employee raiding, the
pany’s employ. This is a more sensitive area. It may be per- hiring away of employees by an ex-employee who is now em-
fectly understandable that a company does not want its key ployed by a competitor or who has founded a competing busi-
salesman, an officer, or manager, the head of marketing or ness. This is a particularly sensitive situation when the ex-
engineering to take a job with a competitor and have the in- employee holds a position of high trust and confidence and
side track on the company’s best customers, new product was looked up to by the other employees now being hired.
plans, manufacturing techniques, or new marketing program. And it is particularly damaging when the loss of the employ-
But the courts do not like to prevent a person from earning a ees being seduced is critical to operations either because of
livelihood. Courts do not compel a lifelong radar engineer to their expertise or their sheer number. In all circumstances
turn down a job with a competitor in the same field and take such an outflow of employees is threatening because of the
a job designing cellular phones. A person who spent his life potential loss of trade secrets and know-how to a competitor.
in marketing and selling drapes and curtains cannot be made One of the most hazardous areas of ownership is that deal-
to sell floor coverings or used cars. However, the higher up ing with title to copyrights. If a copyrighted work is created
and more important people are in running the company, the or authored by an employee, the company automatically owns
greater is the probability that they will be prevented from the copyright. But the employee must be a bona fide em-
competing, especially if the employment agreement specifi- ployee, that is, there must be all the trappings of regular em-
cally provides for it. Officers, directors, founders, majority in-

ployment. If a dispute arises over ownership between thevestors and other key personnel have had such provisions en-
company and the author, the courts will seek to determineforced against them, but even then the scope of the exclusion
whether the author was really an employee. Was a full workmust be fair and reasonable in both time and distance. A few
week, benefits, income tax withholding, unemployment insur-months, a year or even two years could be acceptable de-
ance, workmen’s compensation, an office or workspace pro-pending on how fast the technology and market is moving. A
vided for this person? If the author was anything less than aworldwide exclusion might be acceptable for a salesman of
full employee, the copyright in the work belongs to the person.transport airplanes. In the restaurant business, a few miles
It does not belong to the company!might be all that is acceptable. A contract that seeks to ex-

This means that, if the company hires a part-time em-tend the exclusion beyond what is fair typically is not en-
ployee, a consultant, a friend, a relative or moonlighter orforced.
your Uncle George, that person, not the company, ends upOne way to ensure that ex-employees do not compete is to
owning the copyright on the work. Thus when that nonem-provide that the company employ them on a consulting basis
ployee completes that software system which will revolution-over some designated period of time. In this way the involve-
ize the industry and bring income cascading to the enterprise,ment in critical information areas can be phased out so that
that person, not the company, owns the copyright, that is, theby the time the employees are free to go to a competitor they
company owns the embodiment of the system that the em-are no longer a threat and at the same time the ex-employees
ployee developed for the company but the nonemployee, notare being fairly compensated.
the company, owns the right to reproduce, copy, and sell theBear in mind, however, that even if ex-employees are free
system over and over again.to compete, they are not free to take with them in memory or

recorded form, any trade secrets, confidential or proprietary
information of the company or to use it or disclose it in any Consultant Contracts
way. To reinforce this the employment contract would provide

Consultant contracts should contain provisions similar tothat the employees will not during their employment or at
those in an employment contract along with some additionalany time thereafter disclose to others or use for their own
provisions. A consultant agreement should clearly define thebenefit or the benefit of others any trade secrets, confidential
task for which the consultant is hired: research a new area,or proprietary information pertaining to any of the businesses
analyze a problem, solve a problem, design or redesign a prod-of the company, technical, commercial, financial, sales, mar-
uct, set up a production line, assist in marketing, sales, man-keting or otherwise. The restriction could also protect such
agement, technical or financial matters. It is important toinformation pertaining to the business of any of the com-
show why the consultant was hired, what the consultant ispany’s clients, customers, consultants, licensees, affiliates and
expected to do, what the consultant may be exposed to in thethe like.
way of company trade secrets, confidential and proprietaryAlong with this the employment contract provides that all

documents, records, models, electronic storage devices, proto- information, and what the consultant is expected to assign to
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the company in the way of innovations, inventions, patents, limits disclosure of only what is necessary for the consultant
to do the job, and also limits the consultant’s freedom to useand copyrights.

An important feature of a consultant contract is the time the information for others and to disseminate the informa-
tion. The consultant is protected in the same way to preventwhen the task will be completed. There should be stepping

stones or tunable benchmarks so that both parties know what the company from misappropriating the consultant’s special
knowledge, problem solving approaches, and analytical tech-has to be achieved and by when. Goals such as time, specified

achievements, or total solution should be set forth. Payment niques.
An often overlooked area is the ownership of the notes,terms must be clearly stated, both the amount and the plan

of payment. Is the payment to be based on passage of time or memos, and failed avenues of investigation. False starts and
failures can be as important as the solution, especially to com-on specified achievements or milestones? There should be a

reporting process clearly delineating when reports are due, petitors. Related to this is the question of the ownership of
the raw data. The raw data can be extremely valuable in itsinitial, interim and final; their form and content; and the key-

ing of payments to the timely receipt of satisfactory reports. own right and it may also be used to easily reconstruct the
end result of the consultant’s work, for example, a marketAnother area to be clarified is Who will actually do the work,

the consultant or one of his employees or apprentices? survey.
Finally, the company and the consultant should be sureClearly a company hiring a consultant wants to own the

result of whatever the consultant was hired to do just as in that the consultant is free to engage in the work the company
needs done. A consultant may warrant performance. The con-the case of an employee. But in the case of a consultant, his

stock in trade is his expertise and his ability to solve problems sultant may identify any similar work and any potential or
actual competitors or customers worked for. The company andswiftly and elegantly in his specific area. Sharp lines must be

drawn as to what the consultant must and will not assign to consultant should review the pertinent parts of previous
agreements to see that the consultant is not violating themgive both parties peace of mind. In any task in which software

is part of the solution, the ownership problem is magnified. in doing this work for the company. The consultant may agree
not to not use information, ideas, designs, or routines for thisCommonly, a software system uses many different routines

and subroutines, some of which the consultant may have used job that he previously used for others who may claim supe-
rior rights.before and may intend to use again. Who will own them? The

company wants to secure the position which it identified and
hired the consultant to assist with. But the consultant cannot Confidential Disclosure Contracts
afford to assign away rights which will prevent earning a liv-

Wherever an idea, information, an invention or any knowl-ing in the future. Closely related to this is the problem of
edge of peculiar value is to be revealed, a confidential disclo-preventing a consultant from working for a competitor or a
sure agreement should be signed by the receiving party tocustomer. It would be suicide to hire a consultant who, after
protect the disclosing party. The disclosure may be necessarysolving the company’s problem, is free to move on and simply
to interest a manufacturer in taking a license to make andreapply the information learned at the company to solve the
sell a new product; to hire a consultant to advise in a certainsame problem for a competitor (who may not have even been
area; to permit a supplier to give an accurate bid; to allow aaware of the problem) or teach a customer how to do certain
customer to determine whether or not it wants a product ortasks for itself that the company previously did for that cus-
wants a product modified; to interest investors to invest intomer. Sometimes, the work opens up a whole new door for
the business. Such agreements are important to protect thethe consultant by revealing a problem the consultant never
knowledge or information itself and also to preserve valuableknew existed until the company identified it and hired the
related rights, such as domestic and foreign patent rights.consultant to investigate it or solve it. Consultants are also
These agreements should be short and to the point.uncomfortable in these situations. A consultant’s reputation

Basically the receiver of the disclosure should agree tofor honesty and ethical dealing is essential to success. But
keep confidential all information disclosed to it. Informationfreedom to consult to others is also important. If a consultant
is defined as all trade secrets, proprietary and confidentialhas a niche in designing a certain type of machinery, the con-
information, whether tangible or intangible, oral or written,sultant must be allowed to continue to work in that field.
of whatever nature, for example, technical, sales, marketing,Good fences make good neighbors. Define the boundaries
advertising, promotional, merchandising, financial, and com-early and precisely.
mercial.In addition to careful delineation of these troublesome

The receiver should agree to receive all such informationareas, the approach of a joint endeavor could work. The newly
in confidence and not to use or disclose the information with-identified problem or new solution to an old problem would be
out the express written consent of the company. It should beowned by one party, the one best situated to exploit the mar-
made clear that there is no obligation incurred by the receiverket, and the profits shared between them: ownership in the
for any information which it can show was in the public do-company, royalties to the consultant. Such a sharing arrange-
main, or which the receiver already knew, or was told to thement can work where a consultant whose expertise the com-
receiver by another party.pany really needs balks at providing a solution that will bring

The receiver should be limited to disclosing the informa-the company millions of dollars in cost savings or increased
tion to only those of its employees who need to know to carryprofits for payment of only a few hours of consultant time.
out the purposes of the agreement and who have obligationsConsulting relationships by their nature expose each of the
of secrecy and confidentiality to the receiver. Further the re-parties to a great deal of the other party’s trade secret, confi-
ceiver should agree that all of its employees to whom any in-dential, and proprietary information. The company protects
formation is communicated are obligated under written em-itself with clear definitions of the pertinent information and

by employing the usual safeguards for trade secrets and also ployment agreement to maintain secret information. The
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receiver should also represent that it will exercise the same sell a piece of software. Basic to licensing activity is of course
a valuable property right to be licensed. Typically this is astandard of care in safeguarding this information as it does

for its own and in no event less than a reasonable standard patent, copyright, trademark, or trade secret.
of care. This latter phase is necessary because some busi-
nesses have no standard of care or a very sloppy attitude to- Typical Provisions
ward even their own important information.

Typically the term license refers to a number of differentProvision should be made for return of all tangible embodi-
types of contracts involving intellectual property, includingments of the confidentially disclosed information, for example,
primarily an assignment, an exclusive license, and a nonex-drawings, blueprints, design, parameters of design, mono-
clusive license.graphs, specifications, flow charts, sketches, descriptions, and

An assignment is an outright sale of the property. Titledata. A provision could also be included to prevent the receiv-
passes from the owner, the assignor, to the buyer, the as-ing party from entering a competing business or introducing
signee. Assignments take a number of forms. An entire patenta competing product or service in the area of the disclosed
can be assigned including all the rights under the patent. Itinformation. Often a time limit is requested by the receiver
can be an undivided fractional portion of all the patent rightsafter which the receiver is free to disclose or use the informa-
(i.e., 30% undivided interest). It can be all the rights em-tion. If acceptable, such a time period could extend from a
braced by a patent limited to any geographical part of thefew months to a number of years depending on the life cycle,
United States.tendency to copy, competitive lead time, and other factors in

A license is more like a rental or lease. The owner of thea particular industry. Strong, clear language should be used
property, the licensor, retains ownership. The buyer, the li-to establish that no license or any other right, express or im-
censee, receives the right to operate under the property right,plied, whether or not it results in a patent or copyright, is
be it a patent, trade secret, know-how, copyright, or trade-given by the agreement.
mark. An exclusive license gives the licensee the sole and ex-Although such confidential disclosure agreements between
clusive right to operate under the property to the exclusion ofthe discloser and receiver are the ideal, they are not always
everyone else, even the licensor. A nonexclusive license, inobtainable. Often the receiver argues that no such agreement
contrast, simply permits the licensee to operate under the li-is necessary, saying, in effect, trust me. Or the receiver may
censed property but without any guarantee of exclusivity. Ifflatly refuse on the grounds that it is against the receiver’s
the licensor can find more licensees they can be licensed. Oth-policy. Some large corporations turn the tables and demand
ers may already be licensed. The licensor itself can operatethat their nonconfidential disclosure contract be signed before
under the property.they receive any information. Under such idea submission

An assignment by definition is exclusive because the as-agreements, the discloser gives up all rights to the ideas ex-
signee is acquiring full right and title to the property. Manycept as covered by a US patent or copyright. Outside of those
licensees prefer an assignment or exclusive license becauseprotections, the receiver is free to use, disclose, and do what-
they want a clear playing field with no competitors to max-ever it wishes with the information. This is not simply arro-
imize their revenue from the property and justify the licensegance or orneriness. A large corporation has many depart-
cost. Within either of these forms, exclusive license or nonex-ments and divisions where research and development of new
clusive license, a right to sublicense may be included, whichideas is occurring unknown to other areas of the corporation.
is the right of the licensee to license others. This removes partIn addition, in a number of cases, courts have held corpora-
of the licensor’s control over the property and at the sametions liable for misappropriating ideas and information when
time increases the licensee’s liability for not only its own con-no written agreement existed and even where a nonconfiden-
duct and payment, but that of all its sublicensees too. A subli-tial disclosure agreement purported to free the receiver from
cense is an important and valuable right which is not auto-any restriction against disseminating and using the idea.
matically conveyed with the primary license right. It must beIf no agreement can be reached or the Nonconfidential Dis-
expressly granted. The term ‘‘transferable’’ in a license meansclosure Contract counteroffer occurs, the discloser must de-
that the license can be transferred as a whole along with thecide whether to keep the idea in his mattress or take a chance
part of the licensee’s business to which the license pertains.on the honesty of the receiver while paring initial disclosure
It does not confer the right to sublicense.down to a minimum to cut the losses should a careless or

Licensors often prefer a nonexclusive license because itunscrupulous receiver make public or misappropriate the
spreads their royalty income over a number of diverse licens-idea.
ees, thereby increasing the chances of a successful return. In
addition, if the property is freely available to all credible busi-
nesses, then no one is left out or disadvantaged. All have anLICENSING AND TECHNOLOGY TRANSFER
equal chance to compete, and the chances of a lawsuit from a
rejected potential licensee are lessened.A license is simply a special form of contract or agreement.

Great care must be exercised to clearly define the propertyEach party promises to do or pay something in return for the
being licensed. Is it more than one patent or just one patent,other party doing or paying something, too. Those contracts
or only a part of one patent? Is it just the trademark or thethat deal with transfer of technology, or more broadly, intel-
entire corporate image, names, advertising, and promotionallectual property, patents, trade secrets, know-how, copy-
scheme and graphics? If it concerns copyright, does it coverrights, and trademarks, are generally called licenses. The li-
just the right to copy a book or other printed material in thecensed property can be anything from the right to use Mickey
same print form, or does it include the right to translate itMouse on t-shirts, to make copies of the Star Wars movie, to
into another language; adapt it for stage, screen or video; cre-the right to operate under the McDonald’s name, to use a pat-

ented method of making a microchip, or to reproduce, use, or ate derivative works; merchandise its characters and events
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on T-shirts and toys? If it involves know-how or trade secrets, provisions are commonly referred to as ‘‘tying’’ clauses and
can violate the antitrust law. To compel a licensee to take onewhere are they defined? The licensee must be sure that it is

getting what is wanted and needed. And a licensor must be item in order to get another is anticompetitive. However, if
there is a valid business reason it may be permissible: thesure to make clear the limits of the grant. In a software li-

cense if the grant is only to use the software, not to modify it patented machine will not work well without the proper qual-
ity supplies. But even in that case, the courts prefer that theor merge it with other software, that must be expressly

stated. licensor publish specifications that must be met and then let
the licensee purchase its supplies from whomever it wishes soTime limits must be unequivocally stated. When a patent

is involved, care must be taken not to extend the term of the long as the specifications are met.
Avoiding tying is a common problem where the licensedlicense beyond the expiration of the patents. Any such ar-

rangement is considered an attempt to extend the patent property involves trademarks. Trademark licensors are com-
pelled to monitor the product produced and sold or the serviceright beyond the statutory period and can invalidate the li-

cense and make the patent unenforceable. Payments should provided by the licensee to ensure that the public is getting
the quality that the licensor has established for its goods orbe scheduled for postpatent expiration only if the totality of

the business circumstances dictate, for example, if it was done services. When a trademark is assigned or sold with the en-
tire business to which it relates, no further supervision orto ease the payment burden and is not truly an extension of

the patent exploitation. control need be exercised by the original owner over the sub-
sequent use of the mark. However, if the owner of the markIf trademarks, copyrights, know-how or trade secrets are

involved in addition to or instead of patents and the royalties is merely licensing the mark to another, control must be exer-
cised. Otherwise the transfer is deemed merely a naked li-and other considerations are based at least in part on them,

then the patent term limit is not strictly applicable. In many cense and constitutes an abandonment of the trademark. The
rationale behind this is that, without the requirement of con-cases, shorter license periods are preferred because it permits

the licensor to reacquire control and the licensee to get out trol, the right of a trademark owner to license a mark sepa-
rately from the business in connection with which it has beenfrom under the burden sooner if the license is not working

out. There is no time period on assignments. Assignments, used would create the danger that products bearing the same
trademark could be of diverse quality. If the licensor were notlike diamonds, are forever.

A license may have numerous, different limitations besides compelled to take some reasonable steps to prevent misuse of
his trademark in the hands of the licensees, then the publictime. The unit quantity or the dollar value of products or ser-

vices sold may be limited. Thus a licensee could be limited to would be deprived of its most effective protection against mis-
leading use of a trademark. The trademark would no longerproduction and sale of only a fixed number or dollar value of

the potential product per month or per year. But this ap- be a guarantee of consistent quality established by the licen-
sor. But even with such extreme burdens and consequencesproach runs the risk of violating the antitrust law, if, for ex-

ample, the licensor uses this limitation to control supply or on the licensor, courts prefer the public specifications to tying.
The delicate issue of tying can arise in many ways: a licen-prices in the market.

The license can also be limited geographically, that is, the sor requires that a licensee take a license under a patent to
get a license under a trademark or under a number of patentslicensee may be limited to making and selling a patented de-

vice only in a single county, state, or region. Care must be to get the one patent the licensee desires. Again, however,
valid business reasons can excuse such behavior.taken here, too, to avoid conflict with the antitrust laws. And

it must be understood that the geographical limits apply only Perhaps the most universal concern in negotiating a li-
cense is: How do you assign a dollar value to intellectual prop-to the first sale. In the case of a patent, the licensee can only

be restricted to making and selling the patented device in the erty? First, you determine what it cost to acquire that prop-
erty, to build that property. There is the research anddesignated territory. Once the licensee has parted with the

product, no further control can be exercised over where it can development cost involved in coming up with a new invention.
There is the design cost of coming up with a new trademarkbe used or resold. Geographic limitations appear frequently

in trademark licenses, especially those involving franchising. or copyrighted work. There is the cost of commercializing the
invention. There is the cost of advertising and promoting theField of use limitations are quite common, too, restricting

the licensee to exploiting the licensed property only in a desig- trademark or copyrighted work, which can run into millions
of dollars a year, and there are always incidental costs, likenated field or market. For example, a license for technology

relating to an engine may be limited to separate uses or sizes the legal costs, engineering costs, and accounting costs. All of
these are hard costs that went into creating the property.of engines for each different license. The division could be by

use, such as lawn mowers, farm tractors, automobiles, boats Second, you can determine how this intellectual property
affects the profitability of the product or the business. Canand planes, or by size, such as 0–10 horsepower, 11–50 horse-

power, 51–500 horsepower. If the licensed property is a trade- you charge more because you have a famous name or because
of the new features that your invention has bestowed on themark or copyright, the license might be limited only to whole-

sale or retail, or certain types of stores, such as discount product? Can you cut costs because of the new technology of
the invention? If you can, you determine dollar values forstores, chain stores, supermarkets, or department stores. Or

the limitation could be to the type of goods: toys, children’s those figures.
You might also determine how much your intellectualclothing, children’s furniture, posters, a TV show, or a comic

book serialization. property increases your gross revenues by opening new mar-
kets or by getting a greater percentage of established mar-Clauses which require that a licensee buys certain supplies

from the licensor as a part of the license agreement are often kets. All of these figures can be converted into dollar amounts
for valuation.appealing to licensors, but they are not recommended. Such
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Although a ‘‘typical’’ royalty rate for a nonexclusive license erty, expressed in dollars, work hours or even specific stated
goals of performance or sales. Or the simpler approach of afor patents, trade secrets, or know-how is universally stated

to be 5%, that rule is honored in the breach as much as in the minimum royalty can be employed: the licensee pays a certain
minimum dollar amount in running royalties annually,keeping. Nonexclusive license royalty rates in patent licenses

can be 10, 20, 25%, or even higher. And exclusive license roy- whether or not the licensee’s sales actually support those roy-
alties. Not a pleasant condition for the licensee, but a lot ofalty rates are always higher because the licensee is getting

total exclusivity, and the licensor is at risk if the licensee does peace of mind for the licensor.
Perhaps the best insurance for performance is a compe-not perform. Exclusive licensors generally demand initial pay-

ments for the same reason. In determining a reasonable roy- tent, enthusiastic licensee. A little preliminary investigation
of the licensee for net worth, credit rating, experience, reputa-alty as a damage award in an infringement suit, courts have

considered the remaining life of the patent; the advantages tion, manufacturing/sales capability, prior successes/failures,
can assuage a lot of fears and eliminate risky licensees. Aand unique characteristics of the patented device over other

prior devices; evidence of substantial customer preference for reverter clause which evicts the licensee and returns control
to the licensor upon unmet goals is the ultimate protection.products made under the patent; lack of acceptable nonin-

fringing substitutes; the extent of the infringer’s use of the Often the licensor’s greatest concern is that the licensee
might now or later sell one or more competing products sopatent; and the alleged actual profit the infringer made which

is credited to the patent. that a plain conflict of interest arises. A noncompete clause
can prevent this, but antitrust dangers are raised by suchTrademark royalties vary widely with the scope of the

rights converted from a mere license to a total business fran- clauses, and licensees do not like this constraint on their free-
dom. Other approaches are safer, for example, minimum per-chise package. Copyright royalties are in the neighborhood of

15% for authors of books and games including video games, formance levels.
The license should make clear that there is no impliedbut these, too, vary widely as a function of the nature of the

rights conferred. grant under any other property of the licensor. But the licen-
sor must be sure to convey in the license all the rights neces-The length of time or term of the license is also critical in

setting royalties. The longer the term, the longer the licensor sary to fully effect the purpose of the license. Granting a li-
cense under a patent while holding back on another dominantis at the mercy of the licensee’s ambition. This drives up the

price, lump-sum, up-front payments, and royalty schedules. patent or important improvement patent invites trouble, and
it could raise more serious issues of misrepresentation orGeographical coverage counts, too. The more of his exclusive

territory given up, the more the licensor will demand. Uncer- fraud. Even selling a patented machine may imply a license
to make the patented device produced by the machine.tainty in the market place for the licensed property due to an

untested product, environmental concerns, or FDA approval Grant-back clauses are those that compel the licensee to
assign or license back to the licensor any new properties de-drives down the price, whereas savings in manufacturing and

sales costs, or a famous trademark, or a ‘‘hot new property’’ veloped by the licensee. Licensors do this so they will not be
cut out of their own technology by the march of progress. Li-like E.T. drives up the price. A new feature that makes the

product more appealing without great increase in cost also censees object because they do not wish to perpetuate the
dominance of the licensor nor to share the innovations thatincreases the royalty rate or up-front payment.

Care must be taken in setting the basis of the royalty. It only they have funded. Antitrust issues can arise if the grant-
back is of an assignment or exclusive license, especially if theis tempting to strike right at the heart of the matter and set-

tle on a royalty, for example, of one half the savings or one licensor has a right to sublicense and uses this perpetual
technology lifeline to control a segment of an industry. A meretenth of net profit. But these are uncertain and changeable

quantities which create the opportunity for mischief and mis- nonexclusive license to permit the licensor to keep a level
playing field is generally acceptable.understanding. It is better to translate those values into the

equivalent percentage of the selling price, the most visible Generally each license includes a provision that the license
is not transferrable by the licensee. The licensee cannot as-and easily ascertainable figure. Separately, care should be

taken to choose a fair and proper royalty base. It is generally sign the license. This is done to prevent the licensor from sud-
denly having a licensee not chosen or approved, one whonot fair to claim a royalty on a one million dollar system

based on the inclusion of a $100 patented component. On the might be the largest and toughest competitor and whom the
licensor would never have licensed. However, the constraintother hand, if that $100 component is the very thing that

makes the million dollar system work and makes it appealing on transferability of the license is not without limitations. For
example, the licensee may not agree to be prevented fromand saleable, it may be unfair to measure the royalty only by

the value of the $100 component. transferring the license along with the sale of the business to
which the license pertains. A right of first refusal to the licen-In any commercial agreement in which the consideration

promised by one party to the other is a percentage of profits sor sometimes alleviates the problem, as do short license
terms.or receipts or is a royalty on goods sold, there is nearly always

an implied promise of diligent and careful performance and Very often licenses result from litigation or threatened liti-
gation. Especially in these cases a release for past infringe-good faith. But licensors generally seek some way to ensure

that the licensee will use his best efforts to exploit the prop- ment should be included. This simply ensures that the li-
censee cannot be sued for damages before the date of theerty and maximize the licensor’s income. One approach is

simply to add a clause in which the licensee promises to use license.
A marking clause is normally required by the licensor.his ‘‘best efforts.’’ Another approach is to compel certain

achievements by the licensee. The license may require a mini- Such a clause requires the licensee to accompany each use
of the trademark or copyright or each product embodying amum investment in promotion and development of the prop-
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patented invention with a suitable notice identifying the pa- each other during the license term and even during negotia-
tions before the license is executed.tent number or announcing the trademark or copyright pro-

tection. This avoids any misunderstanding as to ownership of A clause defining adherence to government regulations is
also a commonly needed provision. Who must obtain FDA ap-the property and also bestows certain rights against copiers

not otherwise available. A patent infringer is not liable for proval? Who must obtain the export license? Approval from
the State Department regarding the munitions list? Who isdamage if he had no notice of the patent, unless the patented

product was marked with the patent number. liable for the proper labeling? Importation taxes? Export fees?
There should be a clause that defines the circumstances,The desire for a fair and even playing field normally dic-

tates the inclusion of a ‘‘most favored licensee’’ clause, which time, conditions, notice, under which each party can termi-
nate the license. Typicaly the licensee can elect to terminatepromises that, if a later licensee is given a license on better

terms than an earlier licensee, then the earlier licensee has a after some initial period of time, and the licensor can termi-
nate upon any default in payment or other obligations by theright to insist on those better terms for itself.

A warranty clause compels the licensor to stall ownership licensee. Each party can terminate upon a breach of the
agreement by the other. And the licensee normally terminatesof all right, title, and interest in the property necessary to

undertake this licensing agreement and there are no other or expires automatically after a predetermined period.
No license is complete without reporting and payment pro-licensees (if this is an exclusive license), no other prior com-

mitments, the government has no rights, and other similar visions. The licensee must report sales or use of the licensed
property periodically (monthly, quarterly) in written state-assurances. Basically the licensor guarantees that he has the

right to give what is being given. ments setting forth the number and dollar value of sales, for
example, in the case of a patented product. Payment is madeSerious problems can arise when an infringement occurs.

Who sues the infringer? Who pays for the litigation? Who according to that report within a predetermined period. The
licensor has the right to inspect the licensee’s books at reason-chooses and controls trial counsel? Who shares in any recov-

ery and how is it apportioned? All of these concerns are han- able times to ensure that the reports are honest and accurate.
Variations in the amount of royalties paid of more than somedled in one or more clauses under the heading of obligation

to sue infringers. stated percentage, for example, 10%, often requires a penalty
such as twice the deficiency, for example, or payment of allOf no less importance is the handling of new properties

created under the license. Who is to pay for the filing for new audit costs.
trademarks and copyrights and patents? Who chooses and su-
pervises the patent attorney? The licensee may, as the licen- Foreign Licenses
sor, wish to see the property strongly upheld in any litigation

The foregoing clauses and concerns pertain generally to allto strengthen the licensee’s position against its unlicensed
licenses, domestic US and foreign. There are other clausescompetitors. But there are conflicting interests here, too.
which are more peculiarly suited to foreign agreements.Whereas the licensor wants to sustain his property against

Geographic divisions may be more readily applied andinfringers, the licensee may hope that the scope of coverage
more essential to abide by the somewhat different treatmentof the property is narrowed or eliminated so that the licensee
of intellectual property in each country. The manufacture andis free from the need for a license. The same conflict is possi-
use of the patent, trade secret, and know-how based productble in pursuing patent, trademark, and copyright protection
may be limited to the United States, but sales may be permit-initially. Broad coverage granted by the US Patent and
ted worldwide.Trademark Office or the Copyright Office benefits the licensor

Payment must be defined as to the currency in which itand an exclusive license but not necessarily a nonexlcusive li-
will be made and who pays any taxes or transfer charges.censee.

Government approval for transfer of royalties and repatri-The use of the licensor’s name on or in connection with the
ation of capital must be provided for between the parties.licensed property should be clearly defined. In some cases the
Some countries subsidize their own companies who can thenlicensor desires that its name is used fully and properly. In
sell below market price. When dealing with a licensee whoother cases the licensor may allow using its name only in spe-
has that subsidy available, the licensor will insist on a clausecific forms and in limited situations, or may not allow its
that grants the same subsidy as the licensee or denies it toname to be used at all. The licensee may have similar desires.
the licensee to maintain a level playing field in worldThese issues depend on the party’s need to promote its name,
markets.on one hand, and to protect its reputation and limit its liabil-

Provision must also be made for the particular currency inity, on the other hand.
which payment is made. Indexing, such as to the price of gold,The responsibility for defending against, and indemnifica-
may also be included. Language must also be included to con-tion for, product liability suits is a serious concern. A licensor
dition the effective date of the license on the date when allcan be liable for the deeds of its licensee if the licensor’s tech-
government rules and regulations of all involved countriesnology is used in the product or even if only the licensor’s
have been met, when the US government approves the exportname or trademark is associated with the product. A clause
of the technology, the license is registered with the properthat defines each party’s responsibilities and duties is useful
authorities, and the foreign government approves the license.to minimize disputes if such problems arise.

Generally a force majeure clause common in EuropeanConfidential disclosure clauses are necessary in nearly ev-
countries is employed to excuse defaults when externalery license agreement, especially those involving trade se-
events, war, insurrection, strikes, shortages, lightning, flood,crets, know-how, and patent applications. Such clauses are
prevent performance. A clause designating the official lan-necessary in protecting the property, which is the subject of
guage of the original license document and of any counterpartthe license, and also of all the technical, business, financial,

marketing, and other information that the parties learn about originals and the controlling language in case of dispute is
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often included. Finally, a clause which specifies the country tion. The contributory infringer must know that the thing he
sells is especially made or especially adapted for use in anwhose laws are to apply in resolving any dispute is added to

remove any possible source of confusion in interpreting the li- infringement of the patent and not a staple article or com-
modity of commerce suitable for substantial noninfringingcense.

A license agreement is a special form of contract in which use. Inducing infringement occurs simply when one party in-
duces another to infringe, such as by supplying instructionseach party promises to do something in consideration of the

promises of the other party. It is based on a business under- or materials for producing the patented invention. It is also
infringement to import into or sell in the United States astanding between the parties and common sense applied to

attain the business goals. But it is more difficult and complex product made elsewhere by a process patented in the United
States during the life of that process patent.than normal contracts because its subject matter, intellectual

property, patents, trademarks, copyrights, trade secrets, and A patent owner has the right to sue an infringer in federal
court. Patent suits cannot be brought in state courts.know-how, are very unique forms of property. The properties

require special action to create and maintain them. And great An accused infringer can also bring suit. If a patent owner
is threatening suit, causing customers to desert the accusedcare is necessary in licensing such properties to maximize

their returns and prevent their loss. infringer, scaring suppliers, driving away investors, the ac-
cused infringer can bring a Declaratory Judgment suit first,
asking the court to declare the patent invalid, not infringed,

INFRINGEMENT AND LITIGATION
unenforceable or all three. Any time a patent owner bran-

OF INTELLECTUAL PROPERTY
dishes the patent there is the risk that the accused infringer
will bring suit first and in whatever location chosen, provided

Infringement. The very word generates reactions of fear,
jurisdiction and venue requirements are met. That is why a

dread, annoyance, and confusion, no matter whether you are
letter charging infringement must be carefully drawn and the

the one making the charge or you are the accused infringer.
patentee must carefully weigh its conduct. For if the words or

The attempt here is to explain simply what constitutes in-
deeds of the patent owner raise a reasonable apprehension of

fringement of intellectual property rights and the typical
suit in the accused infringer the infringer has the right to file

course of infringement litigation.
a Declaratory Judgment action first to attempt to put an end

All infringement is based on the violation of some right.
to the harassment. The law seeks to prevent a patent owner

For patents, that is the exclusive right to make, use, sell, offer
from profiting from the threat without ever putting the patent

for sale, or import the patented invention. Infringement of a
to the test.

trademark occurs when an unauthorized party uses a similar
In a patent infringement suit a patent and each and every

mark in commerce for similar goods or services, so as to cause
one of its patent claims is presumed valid. That means the

a likelihood of confusion. A copyright is infringed when the
infringer has the burden of introducing sufficient evidence to

owner’s exclusive right to reproduce, prepare derivative
overcome the initial presumption and prove invalidity. And

works, distribute, perform, or display the copyrighted work is
each claim stands on its own. That one claim is held invalid

done without authorization. A trade secret right is violated
does not necessarily invalidate any other claim of the patent.

when a commercial or technical business secret is stolen by
If the accused infringer is found to infringe even a single

theft or violation of a confidential relationship.
claim, the patent is infringed.

An alleged infringer can defend on a number of grounds:
General Conduct of Litigation and Patent Aspects

the patent is invalid; not infringed; unenforceable because it
was misused to control unprotected goods, for example; theUnderstanding patent infringement begins with precisely

identifying the patented invention. The drawings and the de- invention was not novel; was obvious; was insufficiently dis-
closed, that is, the patent did not explain how to make andscription of the drawings in a patent do not define the pat-

ented invention. Rather, it is the claims, the numbered para- use the invention sufficiently for one skilled in the art to un-
derstand; and/or that the inventor did not disclose the bestgraphs at the end of the patent that define the scope of

protection of the patent. Claims delineate the zone of exclu- mode of carrying out the invention.
There are powerful remedies available against infringers.sivity reserved to the patent owner which, if entered by any

other unauthorized person, constitutes infringement of the An injunction can be fashioned by the court to stop the in-
fringer from making, using, and selling the patented devicepatent. To determine whether a product or process infringes

a patent, one must read those claims element by element on to preserve the patent owner’s exclusive right to practice the
invention. Damages can be and usually are awarded. Polaroidthe accused device. Every element in the claim as character-

ized in the claim language must be present in the accused was awarded nearly one billion dollars in damages from Ko-
dak after trial. The damages are to be adequate to compen-device for there to be infringement. Sometimes a court finds

infringement even though the claim is not literally infringed sate the owner for the infringement. They are at least equiva-
lent to a reasonable royalty. Interest and costs can be addedif the infringing device has the same purpose, functions in the

same way, and produces the same results. This is known as and the damages can be increased up to three times actual
damages, for example, if the infringement is willful. Em-the doctrine of equivalents.

Patent infringement takes three different forms. Direct in- barking on a course of infringement without an opinion of pa-
tent counsel that the patent is not infringed or is invalid, un-fringement occurs when the infringer makes, uses, sells, of-

fers for sale, or imports a patented device. Contributory in- enforceable or defective in some way can be grounds for
charges of willful infringement. Although an infringer’sfringement occurs when a party sells a component of a

patented machine, manufacture, combination or composition, profits generally cannot be recovered, they can be considered
damages if those profits are from sales that the patent owneror sells a material or apparatus for use in practicing a pat-

ented process which constitutes a material part of the inven- would have made but for the infringement. Attorney’s fees,
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which in many cases are greater than the damages, are bring a Motion for Summary Judgment in an attempt to win
the case without having to go to trial. This motion is submit-awarded in exceptional cases, for example, willful infringe-

ment; failure to make proper, timely, discovery; frivolous ted based wholly on deposition transcripts, answers to inter-
rogatories, admissions, documents, and affidavits but no liveclaims; general obstreperous behavior. Damages can be recov-

ered only for a period of six years before the complaint or testimony. The moving party wins only if it shows that there
is no genuine issue as to any material fact and that the mov-counterclaim for infringement are filed. If the patented prod-

uct is not marked with the notice ‘‘patent’’ or ‘‘pat.’’ and the ing party is entitled to judgment as a matter of law. The op-
posing party tries to show, to the contrary, that there are ma-patent number, no damages can be recovered unless the in-

fringer has actual notice that he is infringing, such as by let- terial facts in controversy. One by-product of such a motion is
that both parties pretty much reveal the entire theory of theirter or by filing suit.

Between the time a suit is instituted by filing the com- case and all of their proofs which otherwise might not have
been disclosed until trial.plaint in federal court and the time the trial actually begins,

there is a period during which discovery is made and various Often one of the parties feels a need for instant redress
and cannot wait until after discovery and trial. For example,motions are filed. Both of these activities are expensive, time-

consuming and vexatious for the litigants and hectic for the a patentee may want the accused infringer stopped now be-
fore trial because the infringer’s shoddy knock-offs are steal-attorneys. This period generally begins after the defendant

has filed and served its answer to the complaint. ing the patentee’s limited market for the patented goods and
souring the buying public’s taste for the product because ofHowever, a motion to dismiss can be filed before the filing

of the answer in an attempt to end the case before it begins. the poor quality of the knock-offs. Or the accused infringer
may seek such preliminary relief because the patentee’sGrounds for such a motion include lack of jurisdiction of the

court over the subject matter or over the defendant; improper charges of infringement have scared off customers, suppliers,
potential strategic partners, or financial investors.venue (wrong locale of court); insufficient process or service of

process (improper service of the complaint on the defendant In that case the aggrieved party can move for a prelimi-
nary injunction. In that proceeding after no or limited discov-for example); failure to state a proper legal claim; or failure

to join a necessary party, for example, the patent owner. ery, on the basis of documentary evidence, transcripts of de-
position testimony, and a hearing in the nature of a mini-If the case survives this first assault, an answer is nor-

mally filed, and a schedule for discovery is set. During this trial in court before a judge or magistrate, the moving party
presents its case and the other party opposes.time each party serves on the other party written questions

called interrogatories which must be answered in a set time. To prevail on a motion for preliminary injunction, the mov-
ing party must prove the likelihood of winning a full trial onEach party also serves on the other party requests for admis-

sions to save the time and cost of proving facts which are the merits and irreparable harm if the injunction is not
granted immediately, that the other party will not be undulyundisputed or plainly obvious. If a party denies those admis-

sions and it later appears that there was no real question of harmed, and the public will not be prejudiced.
Any decision to move for a preliminary injunction must bethose facts, the costs and attorney’s fees required to prove

those facts are assessed against the party who refused to carefully weighed. First, it requires a complete disclosure of
the case to show a strong likelihood of ultimate success aftermake those admissions.

Each party takes the deposition of the other and of third trial so that essentially you have to prove your entire case
now. Second, in addition, you must prove irreparable harm,party witnesses and also subpoenas documents of third par-

ties. Depositions are proceedings whereby a sworn witness is no unfair prejudice to the opposing party, and careful preser-
vation of the public’s stake in the affair. Third, it must all bequestioned by one side’s attorney, then cross-examined by the

other’s, and all the questions and answers are recorded by a done in great haste, sometimes before all the facts and theo-
ries are fully obtained and considered. Fourth, if the motioncertified court reporter. This normally takes place at one of

the attorneys’ offices, at the premises of one of the parties, or is not granted, the opposing party will be elated, buoyed up,
feeling that the case is won when all that really happenedanywhere else at the agreement of the parties. The recorded

testimony is later submitted to the witness for verification was that the judge saw no need for instant redress. The judge
might have felt that the movant had shown a likelihood ofand signature and can be used in court at trial. Each party

can also request the other to produce all relevant documents, success on the merits but was unconvinced that irreparable
harm would result if an injunction was not immediately is-which includes everything from notes on napkins to electronic

media. In all of these discovery procedures, there is wide lati- sued. But the opposer, not always seeing it that way, believes
it is vindicating, validates the opposing position, and it maytude as to the subject matter. Unlike court proceedings where

inquiries are generally confined to eliciting evidence relevant inspire the opposer to fight all the harder. On the other hand,
and material to the issues being tried, there is no such limita- if the moving party wins, it shows that the court is already
tion during discovery. One can pursue any discovery paths convinced of the soundness of its position and is predicting
which may lead to relevant evidence. This can be annoying to ultimate victory. That can end the case quickly.
litigants but it is the procedure and should be understood.

During this pretrial period, the court generally suggests Trademark Aspects of Litigation
or even urges the parties to settle. The court also requires

A trademark owner can exclusively use a trademark on hisidentification of proposed witnesses and of issues to be ex-
goods in commerce. If the trademark is registered in the USplored during discovery and imposes a schedule for discovery
Patent and Trademark Office, then other additional rights in-that must be adhered to by the parties. Additional motions
here. A registration extends the owner’s exclusive rightare brought as new issues arise or as new evidence on old

issues is discovered. At some point one or both parties may throughout the United States even to locales where the mark
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has not yet been used. And it establishes jurisdiction over The discovery procedures, including depositions, interroga-
trademark infringement suits in federal court. tories, requests for production of documents and requests for

Federal registration also allows the registrant to give no- admission, are the same procedurally as in patent cases. The
tice that the mark is registered with the words ‘‘Registered in same procedural motions are available for trademarks as for
US Patent and Trademark Office’’ or ‘‘Reg. US Pat. and Tm. patents: motions to dismiss, motions for preliminary injunc-
Off.’’ or �. However, in an infringement suit, if there has been tions, motions for summary judgment, and Declaratory Judg-
no such notice displayed with the mark, then no profits or ment actions. But, the evidence sought and the proofs re-
damages can be recovered unless the infringer had actual no- quired are different. Here the trademark owner will seek to
tice of the registration. prove infringement by showing likelihood of confusion, copy-

Certain exclusive rights are bestowed by federal registra- ing of the mark by the infringer, and the owner’s prior use,
tion. Any person who uses any reproduction, counterfeit, copy, widespread use and substantial advertising, and promotion
or colorable imitation of a registered mark in connection with whereas the alleged infringer will seek to show no likelihood
the sale, offering for sale, distribution, or advertising of any of confusion, that the mark has been misused in violation of
goods or services which are likely to cause confusion, to cause the antitrust laws, or was obtained wrongfully or through
mistake, or to deceive is liable as an infringer. Also liable as fraud, or that the mark is descriptive or generic. Considered
an infringer is anyone who reproduces, counterfeits, copies, or in determining likelihood of confusion are similarity of the
colorably imitates a registered mark, applies it to labels, appearance, sound, impression, or meaning of the marks, sim-
signs, prints, packages, wrappers, receptacles, or advertise- ilarity of the goods, similarity of the channels of trade in
ments intended to be used in commerce on or in connection which the goods move, and similarity of the purchasers.
with the sale, offering for sale, distribution, or advertising of
goods or services, if that is likely to cause confusion, mistake, Copyright Aspects of Litigation
or deception.

A copyright protects original works of authorship fixed in aAn infringer who is engaged solely in the business of print-
tangible medium of expression, for example, print, film, pho-ing the mark for others is only liable to an injunction. Simi-
nograph records, electronic media. The protection extends tolarly, where an infringement occurs by virtue of appearing as
‘‘original’’ works not just ‘‘novel’’ works, that is, as long as thepaid advertising matter in a newspaper, magazine, or elec-
work is original with the author, that author has copyrighttronic medium, the publisher is only liable to an injunction.
protection. Thus theoretically if two people using the sameEven then an injunction may not issue if stopping further
camera, settings, and film take the same picture of the Wash-publication of the infringing mark delays the time of publica-
ington Monument and produce identical photographs, theytion or programming beyond its normal time.
each own the copyright on their photograph. Practically, ifAn infringer not in those limited categories previously
such an event should occur, one of the photographers willlisted is subject to an injunction against future infringing ac-
claim the other copied the work. To prove this, the photogra-tivities, the infringer’s profits, damages sustained by the
pher must prove taking the photograph first and that thetrademark owner, and the cost of the action. The court can
other photographer had access to it. This coupled with thealso award treble damages and attorney’s fees. Further, the
similarity of the photographs will prove a prima facie case ofcourt may order that all labels, signs, prints, packages, wrap-
copyright infringement which the other party can defend bypers, receptacles, and advertisements bearing the mark in the
showing no access and independent creation. Note also thatpossession of the infringer and all plates, molds, matrices and
copyright protects the form of the expression, not the ideaother devices for making them be delivered up and destroyed
or concept behind it. The copyright owner cannot stop otherwithout any reimbursement to the owner.
photographers from taking the same picture of the Washing-When a registered mark is involved in litigation, the court
ton Monument. Lotus cannot stop others from making spread-may determine the right of that mark to a registration or can-
sheets only from making one similar in look and feel to Lotus’cel it in whole or in part, restore a cancelled mark, or take
1-2-3.any other action needed to rectify the registration and may

In addition to the usual definitions of fraud, invalidity,order the US Patent and Trademark Office to carry out the
noninfringement, noncopyrightable subject matter and mis-action determined by the court.
use theories, defense of fair use is also available under copy-The remedies for counterfeit marks are much more strin-
right law. Fair use arises when the work was copied for pur-gent. In the case of counterfeit marks, a court upon proper
poses of criticism, comment, news, teaching, scholarship, orshowing may grant an ex parte order to seize the counterfeit
research. To determine whether a fair use exemption applies,goods without previously informing the alleged counterfeiter.
courts examine the purpose and character of the use (com-Such an order can result in the sealing of a warehouse before
mercial or nonprofit); the nature of the work; the amount ofnotice that a proceeding has been filed against the owner. To
the work copied; and the effect of the copying on the marketobtain such extraordinary measures the moving party must
for the work.show that, if notice were given, the counterfeit goods would

Copyrightable works take many forms: literary works; mu-be destroyed, moved, hidden or otherwise made inaccessible.
sical works; dramatic works; pantomime and choreographicThe court takes custody of the goods and the moving party
works; pictorial, graphic and sculptural works; motion pic-must provide adequate security, for example, a bond sufficient
tures, and other audiovisual works; sound recordings and ar-to cover any damages if the seizure is later adjudged to have
chitectural works. Copyright also covers compilations and de-been wrongful. A party who had goods wrongfully seized may
rivative works but only the new authorship contribution notrecover damages for lost profits, cost of materials, loss of good-

will, punitive damages, and attorney’s fees. the underlying preexisting material.



470 INTELLECTUAL PROPERTY IN ENGINEERING

The copyright owner has certain exclusive rights which if injunctions, motions for summary judgment, and Declaratory
Judgment actions.violated constitute infringement: to reproduce the work; to

Litigation progresses similarly in cases involving trade se-prepare derivative works based on the copyrighted work; to
crets and unfair competition, trade dress, false advertising,distribute copies by sale, rental, lease, or lending; to perform
and similar issues except that there is no government ‘‘deed’’the works publicly; and to display the work publicly. In addi-
to the property as there is with patents, trademarks, andtion the authors of visual art works have the rights of attribu-
copyrights the existence of the ‘‘property’’ and its ownershiption and integrity. The authors must be claimed as the au-
must be established by external evidence.thors of their work and can prevent the use of their names

with any work not authored by them or any work authored
JOSEPH S. IANDIORIOby them but substantially changed. The authors can prevent

any intentional or grossly negligent destruction of their work
and can prevent any intentional distortion, mutilation or
modification of the work.

While copyright notice is no longer required since the
United States joined the Berne Convention in March 1989
and lack of notice no longer forfeits copyright protection, it is
still prudent to apply the notice to prevent the defense of in-
nocent infringement in mitigation of actual or statutory
damages.

Although copyright registration is not mandatory, no ac-
tion for copyright infringement of a US work can be brought
unless a registration is obtained or has been or will be applied
for. In addition, no statutory damages or attorney’s fees can
be recovered for infringing an unpublished work commenced
before the effective date of its registration or for infringement
of a published work commenced after first publication and be-
fore the effective date of its registration unless registration is
subsequently made within three months of the publication of
the work.

Copyright infringement actions, like patent infringement
actions, can be brought only in federal court. At any time dur-
ing an action for copyright infringement, the court may order
the impounding of all copies made or used in violation of the
copyright and of all plates, molds, matrices, masters, tape,
film negatives, or other articles from which copies can be
made. As a part of a final judgment, the court can further
order the destruction or other disposal of those items.

A copyright infringer is liable for actual damages and
profits or, at the election of the copyright owner, statutory
damages. Thus the copyright owner can recover the damages
suffered and any profits of the infringer attributable to the
infringement. The copyright owner need only prove the in-
fringer’s gross revenue and the infringer must prove its de-
ductible expenses and profits attributable to other factors.

Alternatively, the copyright owner can elect to recover
statutory damages. If it can be shown that the infringement
was willful, the upper limit of recovery can be extended. The
court can award costs and attorney’s fees.

Unlike patent and trademark violations, copyright law
provides that any person who willfully violates a copyright for
commerce or financial gain is criminally liable, and infringing
copies and the means for making them can be forfeited or
destroyed. Further, a fine can be imposed for fraudulent re-
moval or alteration of a copyright notice, fraudulent giving of
copyright notice, or false representation of a material fact in
an application for copyright registration.

The discovery procedures, including depositions, interroga-
tories, requests for production of documents and requests for
admission, are the same procedurally as in patent cases. The
same procedures are available for copyright as for patents
and trademarks: motions to dismiss, motions for preliminary


