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Intellectual property is typically expensive to produce but cheap to transmit.
Patents
Patent is a grant by the government that permits the inventor exclusive use of the invention for 20 years (14 years for design patents).
PTO – Patent and Trademark Office.
Types of Patents
Utility Patent
Utility patent (also referred to simply as “patent”) is available to those who invent any of the following:
· Mechanical invention
· Electrical invention
· Chemical invention
· Process
· Machine
· Composition of matter
NOTE:	A patent is not available solely for an idea, but only for its tangible application.
	Thus, patents are not available for laws of nature, scientific principles, math algorithms, or formulas.
Design Patent
Design pattern protects the appearance, not the function, of an item. Design patent is good for 14 years.
Plant Patent
Any new type of plant or animal can be patented, provided that the inventor can reproduce it asexually. For example, a new horse breed that was produced by mating two horses cannot be patented.
Requirements for a Patent
To be patentable, the invention should meet ALL of the following tests:
Novel – an invention is not patentable if it:
Is known or used in this country
Has been described in a publication here or overseas
Non-obvious – an invention is not patentable if it is obvious to a person with ordinary skills in the particular area.
Useful – an invention is patentable only if it is useful.
URL:	Searchable database of all US patents since 1976:
	http://www.uspto.gov/patft/index.html
Patent Application and Issuance
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Priority between Two Inventors
Usually, priority is given to the inventor who invents and put in practice first, not to the inventor who files the applications first.
Prior Sale
The patent application must be filed within 1 (one) year of selling the product commercially.
Provisional Patent Application
PPA is much simpler and cheaper than the full patent application. PPA protection lasts for one year. After that the inventor needs a full patent application.
Purpose of PPA:	Allows cheaper method for assessing the market value of the invention and presenting it to potential investors.
Duration of a Patent
Patents (except Design patents) are valid for 20 years from the date of filing the application.
Design patents are valid for 14 years from the date of issuance.
Infringement
A patent holder has exclusive rights to use the invention during the term of the patent.
A patent holder can:
· Prohibit others from using any product that is substantially the same
· License the product to others for a fee
· Recover damages from unlicensed use of the product
Work for Hire
Example 1:	Full-time programmer for Alcoa invents something. 
The invention belongs to Alcoa.
Example 2:	Alcoa contracts (pays) a consultant to help. 
As a result Alcoa gets a paid license to use the source code.
To get the exclusive rights Alcoa needs a special signed agreement for the intellectual property rights at the time of the contracting the consultant. This goes down through ALL levels of the work – ALL subcontractors and sub-subcontractors must sign the special agreement.
NOTE:	A contract for work is just paying for the license to use and it doesn’t transfer the intellectual property.

NOTE:	Salaried workers do not have the intellectual property – they were hired to do the job for the company. This is called work made for hire (or simply work for hire) exception.
Copyrights
The holder of the copyright owns the particular tangible expression of an idea, but not the underlying idea or method or operation. 
Unlike patents, copyrights do not have to be novel.
The Copyright Act protects literature, music, drama, choreography, pictures, sculptures, movies, recordings, architectural work, and software (to the extent that it incorporates authorship in the expression of the original ideas, not the actual ideas).
Duration of a Copyright
Prior to 1998 (Copyright Act of 1976):
· 50 years after the death of the author, or
· 75 years after publication, in case of corporations
After 1998 (Sonny Bono Copyright Term Extension Act, CTEA):
· 95 years for works published before January 1, 1978 and still in copyright on October 27, 1998, or
· 70 years after the death of the last author for works published on or after January 1, 1978
· In case of work-for-hire (corporations)
· 95 years after the first publication, or 
· 120 years from creation
NOTE:	For encrypted media (e.g., DVDs, streaming audio/video, etc.) the copyright lasts practically forever, because the Digital Millennium Copyright Act (DMCA) criminalizes production and dissemination of technology that can circumvent measures taken to protect copyright.
Acquiring a Copyright
A work is automatically copyrighted once it is in tangible form. No need for an application.
Example:	A whistled tune is not copyrighted until the composer writes the notes on a sheet of paper.
Infringement
Anyone using copyrighted material without permission is violating the Copyright Act.
There is a violation when:
· the plaintiff proves that the work is original
· the infringer either
· copied the work, OR
· had access to the original and the two works are substantially similar.
The court may:
· Prohibit the infringer from committing further violations
· Order destruction of the infringing material, and
· Require the infringer to pay damages, profits earned, and attorney’s fees.
Having the copyright sign, ©, allows us to automatically get judgment for statutory damage. Alternatively, when the © sign is not present, the plaintiff has to prove damages.
Buying a CD or DVD is buying the right to use it, not buying rights on the original material. Therefore, making a personal copy is considered fair use (see both Fair Use and DMCA below), but borrowing the media to a friend is a copyright infringement.
Fair Use
The doctrine of fair use permits limited use of copyrighted material without permission of the author for purposes such as criticism, comment, news reporting, or research. Fair use means:
· Does not diminish the value of the bigger (original) work
· Uses only part of the original work
· Serves proper purpose (e.g., VCR manufacturing)
Parody is a fair use of the copyrighted material as long as the use of the original is not excessive.
Photo search engines on the Web: Showing photo thumbnails are considered fair use. Showing the original images is considered copyright infringement.
The Digital Millennium Copyright Act
DMCA provides that:
· It is illegal to delete copyright information (e.g., author name , article title)
· It is illegal to circumvent encryption or scrambling devices that protect copyright works
· It is illegal to distribute tools and technologies that circumvent encryption devices
Controversy:	Although making a personal copy of a CD/DVD is considered fair use, under DMCA making personal a copy is a copyright infringement.
International Copy Treaties
The Berne Convention requires member countries to provide automatic copyright protection to any work created in another member country.
The protection expires 50 years after the death of the author.
Under WIPO treaties software, music, and movies are in the list of copyrighted material.
Trademarks
A trademark is any combination of words and symbols that a business uses to identify its products and services and distinguish then from others.
Trademark examples
Words (Reebok), symbols (Microsoft’s flying window logo), phrases (“Just Do It”), shapes (a Coca-Cola bottle), sounds (NBC’s three chimes), scents(plumeria blossoms on sewing thread).
Types of Marks
· Trademarks are affixed to goods in interstate commerce
· Service marks identify services, not products. 
Examples: Burger King, Weight Watchers.
· Certification marks are words or symbols used by a person or organization to attest that products and cervices produced by others meet specific standards. 
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· Collective marks identify members of an organization. 
Examples: The Lions Club, the Masons.
Ownership and Registration
Under CL (common law), the first person to use a mark in trade owns it. Federal registration is not necessary.
Under the Lanham Act, the owner of a mark may register it on the Lanham Act Principal Register. 
A trademark owner may use the TM symbol at any time, even before registering the mark.
The ® symbol may be used only after mark registration.
Registration advantages:
· Registration makes a mark nationally valid, even if mark was used only in some states.
· Registration notifies the public that the mark is in use.
· Five years after the registration the mark becomes virtually incontestable because most challenges are barred.
· The damages available under Lanham Act are higher than under CL.
· The holder of a registered trademark has the right to use it as an Internet domain name.
Valid Trademarks
To be valid, a trademark has to be distinctive.
Categories of distinctive marks
· Fanciful marks are made-up words, such as Converse or Saucony.
· Arbitrary marks are existing words that do not describe the product. For example, Prince tennis racquets.
· Suggestive marks indirectly describe the product’s function. For example, Greyhound implies a swift bus line.
· Marks with secondary meaning cannot be trademarked unless they are associated with a product in the public mind. For example, King Kong in NY.
· Trade dress is the overall appearance of a business or a product. It may include size, shape, color, and texture. For example, the appearance of the exterior, interior, menus and servers’ uniforms of a Mexican restaurant. 
Categories of non-distinctive marks
· Similar to an Existing Mark – PTO will not trademark with a likelihood for confusion.
· Generic Trademarks – ordinary words, like “shoe”, cannot be trademarked. 
Sometimes a word begins as a trademark and then becomes a generic name. Examples are zipper, escalator, aspirin, linoleum, thermos, yo-yo, band-aid, ping-pong, and nylon. Once the name is generic, the owner loses the trademark. 
Trademarks threatened to become generic names: Xerox, Kleenex, Martini, Jeep, rollerblade.
· Descriptive Marks – words cannot be trademarks if they simply describe a product. Examples: “low-fat”, any color, or “crunchy”.
Descriptive words can become a trademark if they become distinctive, rather than descriptive of the product. Example: Blue Cross, Blue Shield.
· Names cannot be trademarks on their own. They have to be part of a longer title.
· Deceptive Marks. Example: National Collection and Credit Control superimposed on a map of USA creates a false impression that the organization is an official government agency.
· Scandalous or Immoral Trademarks.
Infringement
The trademark owner has to prove that the defendant’s trademark deceives customers about who has made the product or provided the services.
The rightful owner is entitled to:
· An injunction prohibiting further violations
· Destruction of the infringing material
· Up to 3 times actual damages
· Any profits the infringer earned on the product
· Attorney’s fees
Domain Names
Anticybersquatting Consumer Protection Act permits both trademark owners and famous people to sue anybody who registers their name as a domain name in “bad faith”.
International Trademark Treaties
Under the Madrid Agreement, any trademark registered in the international registry is valid in all signatory countries. The Trademark Law Treaty regulates the trademark applications around the world.
Trade Secrets
A trade secret is a formula, device, process, method, or compilation of information that, when used in business, gives the owner an advantage over competitors who don’t know it.
Most trade secrets are not patented, because the patent application would reveal the secret. In addition, some types of trade secrets are non-patentable.
Infringement
To determine if information is a trade secret, courts consider:
· How difficult and expensive was the information to obtain? Was it readily available from other sources?
· Does the information create an important competitive advantage?
· Did the company make a reasonable effort to protect it?
The infringer is liable to the owner for:
· actual damages,
· unjust enrichment, or
· reasonable royalty.
In case of willful or malicious misappropriation, the court may award attorney’s fees and double damages.
Under the Uniform Trade Secrets Act only civil penalties are available.
Under the Economic Espionage Act of 1996 any attempt to steal a trade secret is considered a criminal offense.
To be protected under UTSA, the owner of the trade secret must make a reasonable effort to keep the information confidential. This includes:
· Identify the information that is a trade secret.
· Set out the company’s trade secret policy in writing (incl. what is secret) and require employees to sign this agreement.
· Limit the access to the information only to the employees who need it for their work.
· Remind the employees who leave the firm that they are still bound to the agreement.
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