[bookmark: _GoBack]CHAPTER 14 – INTELLECTUAL PROPERTY AND INTERNET LAW

A.	Chapter Introduction

Chapter 14 introduces the concept of intellectual property and Internet law.  This chapter includes subjects such as trade secrets, copyrights, patents, and trademarks.  The new legal ground being cultivated by the advancement of the Internet is also discussed.

After completion of this chapter, students should be able to:

· Describe the business tort of misappropriating a trade secret.
· Describe the criminal conduct that violates the Economic Espionage Act.
· Describe how an invention can be patented under patent laws.
· List the writings that can be copyrighted and describe the penalties for copyright infringement.
· Describe the legal rights that computer and software designers have.
· Describe the changes made in copyright law by the Digital Millennium Copyright Act.
· Define trademarks and service marks and describe the penalties for trademark infringement.
· Describe the process for obtaining Internet domain names.

B.	Instructional Ideas

1.	Search Google for information on Kentucky Fried Chicken and Coke and how they protect their secret recipes.  This might get the class thinking about trade secrets, and the fact that, unlike patents and trademarks, trade secrets aren’t about exclusive ownership of something that can be distributed freely, but are about protecting something that shouldn’t be distributed freely.

2.	There is a little cookbook called “Top Secret Recipes,” with a follow up, “Even More Secret Recipes,” by Todd Wilbur.  Both books give instructions on how to make some of the famous fast-food and grocery store items, such as Oreo cookies, Hershey’s Peanut Butter cups, and McDonald’s Big Macs.  You might want to pull one of those books out of a library and ask the class which of the recipes they would be interested in having.  Then, explain how the author isn’t stealing any trade secret since he “dissected” the food to figure out their ingredients, but that you would be infringing on the author’s copyright by making copies of the pages of the book to hand out to the class.

3.	Explain what a patent is.  If you have access to the Internet in class, go to the U.S. Patent and Trademark Office to show your class what one can access through that website.

4.	Discuss the difficulty a small inventor has in protecting a patent.

5.	Discuss the various types of copyrights.  Ask for help on what makes something worthy of copyright protection.  Since an idea needs to be in a tangible medium to be protected, ask the class how a dance routine could be copyrighted.  

6.	Think of some more famous examples of copyright infringement as illustrations.  For instance, the humorist Art Buchwald sued Paramount Pictures for infringement for the Eddie Murphy movie, Coming to America.  This is chronicled in the book, Final Subtraction.  

7.	Explain what makes a mark, symbol, logo, sound, or color worthy of trademark protection.  

8.	Discuss how trademarked items can lose their protection when they become used generically in the public discourse (e.g., Toll House cookies).

9.	Ask Al Gore to discuss how he invented the Internet.  Or, explain how the Internet works, and how web domain names have become precious commodities.  Discuss the significance of the Anticybersquatting Act.  

C.	Video Recommendation(s)

Disclosure could be shown in this chapter for a different reason than given in Chapter 12. The company at which Michael Douglas and Demi Moore work is a computer company working on a new technology advance in virtual reality, which connects to the intellectual property material.

The Net, starring Sandra Bullock, presents a frightening world in which computer companies can use the Internet to destroy lives and erase and replace identities.  Although it might be a stretch from reality, it does raise some thought-provoking questions about how much we risk when we rely more and more on computers for information and security.

A&E has in its Biography library the biography of Thomas Edison, America’s most famous and prolific inventor.  It is fascinating, as are most of Biography’s shows.

Court TV has a good video on a copyright infringement suit.  Northside Partners vs. Page & New Kids on the Block presents the case of a man who sued the boy band, New Kids on the Block (remember them?), for copyright infringement for their song, “I’ll Be Your Everything,” a song by the same title the plaintiff had recorded almost 20 years earlier.

D.	Chapter Outline

I.	Trade Secrets

A.	Definition:  A trade secret is a product formula, pattern, design, compilation of data, customer list, or other business secret that makes a business successful.  The owner of a trade secret must take reasonable precautions to prevent its trade secret from being discovered by others.

B.	Misappropriation:  Obtaining another’s trade secret through unlawful means such as theft, bribery, or espionage is a tort.  A successful plaintiff can recover profits, damages, and an injunction against the offender.

C.	Economic Espionage Act:  This federal statute makes it a crime for any person to convert a trade secret for his or another’s benefit, knowing or intending to cause injury to the owners of the trade secret.

II.	Patents

A.	Scope:  Patent law is exclusively federal law; there are no state patent laws.  Patentable subject matter includes inventions such as machines; processes; composition of matter; improvements to existing machines, processes, or compositions of matter; designs for articles of manufacture; asexually reproduced plants; and living matter invented by man.

B.	Criteria:  To be patented, an invention must be:  a) novel, b) useful, and c) nonobvious.

C.	Patent Application:  An application containing a written description of the invention must be filed with the United States Patent and Trademark Office in Washington, DC.

D.	Term:  Patents are valid for 20 years.

E.	Public-use Doctrine:  A patent may not be granted if the invention was used by the public for more than one year prior to the filing of the patent application.

F.	Patent Infringement:  The patent holder may recover damages and other remedies against a person who makes unauthorized use of another’s patent.

G.	American Inventors Protection Act:  This federal statute does the following:

1.	Permits an inventor to file a provisional application with the U.S. Patent and Trademark Office (PTO) three months pending the filing of a final patent application.
	
2.	Requires the PTO to issue a patent within three years after the filing of a patent application.

H.	Patent Appeal:  The United States Court of Appeals for the Federal Circuit in Washington, DC, hears patent appeals.

III.	Copyrights

A.	Scope:  Copyright law is exclusively federal law; there are no state copyright laws.  Only tangible writings can be copyrighted.  These include books, newspapers, addresses, musical compositions, motion pictures, works of art, architectural plans, greeting cards, photographs, sound recordings, computer programs, and “masks,” used to create semiconductor chips.

B.	Requirements for Copyright:  The writing must be the original work of the author.

C.	Copyright Registration:  Copyright registration is permissive and voluntary.  Published and unpublished works may be registered with the United States Copyright Office in Washington, DC.  Registration itself does not create the copyright.

D.	Term:  Copyrights are for the following terms:

1.	Individual holder:  life of the author plus 70 years.

2.	Corporate holder:  either (1) 120 years from the date of creation or (2) 95 years from the date of publication, whichever is shorter.

E.	Copyright Infringement:  The copyright holder may recover damages and other remedies against a person who copies a substantial and material part of a copyrighted work without the holder’s permission.

F.	Fair-use Doctrine:  This law permits use of copyrighted material without the consent of the copyright holder for limited uses (e.g., scholarly work, parody or satire, and brief quotation in news reports).

G.	Digital Millennium Copyright Act (DMCA):  This federal statute enacted in 1988 provides civil and criminal penalties that:

1.	Prohibits the manufacture and distribution of technologies, 	products, or services primarily designed for the purpose of circumventing wrappers or encryption protection.

2.	Prohibits unauthorized access to copyrighted digital works by circumventing the wrapper or encryption technology that protects the intellectual property.

H.	No Electronic Theft Act (NET Act):  This federal statute makes it a crime for a person to willfully infringe a copyright work exceeding $1,000 in retail value.

IV.	Trademarks

A.	Mark:  Trade name, symbol, word, logo, design, or device that distinguishes the owner’s good or services.  Marks are often referred to collectively as trademarks.  

B.	Types:  Types of marks are:

1.	Trademark:  identifies goods of a particular business.

2.	Service mark:  identifies services of a particular business.

3.	Certification mark:  certifies that goods or services are of a certain quality or origin.

4.	Collective mark:  used by cooperatives, associations, and fraternal organizations.

C.	Requirements for a Trademark:  The mark must either:

1.	Be distinctive, or
	
2.	Have acquired a secondary meaning.  The mark must have been used in commerce or the holder intends to use the mark in commerce and actually does so within six months after registering the mark.

D.	Trademark Registration:  Marks are registered with the United States Patent and Trademark Office in Washington, DC.

E.	Term:  The original registration of a mark is valid for 10 years and can be renewed for an unlimited number of 10-year periods.

F.	Trademark Infringement:  The mark holder may recover damages and other remedies from a person who makes unauthorized use of another’s registered mark.

G.	Generic Name:  A mark that becomes a common term for a product line or type of service loses its protection under federal trademark law.

V.	The Internet

A.	Internet:  A collection of millions of computers that provide a network of electronic connections between computers.

B.	World Wide Web:  An electronic connection of computers that support a standard set of rules for the exchange of information called hypertext transfer protocol (HTTP).

C.	Electronic Mail (email):  Electronic written communication between individuals using computers connected to the Internet.

D.	Domain Name:  A unique name that identifies an individual’s or company’s website.

E.	Anticybersquatting Consumer Protection Act:  A federal statute that permits a court to issue cease-and-desist orders, injunctions, and to award monetary damages against anyone who has registered a domain name (1) of a famous name (2) in bad faith.

E.	Critical Legal Thinking Questions

1.	What is a trade secret?  How long can a trade secret be legally protected?
	Trade secrets may be product formulas, patterns, designs, compilations of data, customer lists, or other business secrets for which reasonable precautions have been taken to protect.  Trade secrets can be legally protected indefinitely.

2.	Describe a patent.  How is a patent obtained?  How long is a patent valid?  What is the public policy behind granting patents?
	A patent is government-granted monopoly over an invention.  Patents are obtained from the U.S. Patent and Trademark Office.  Patents are valid for 20 years.  The policy behind granting patents is to reward the ingenuity of inventors.

3.	Describe patent infringement.  What remedies are available for patent infringement?
	Patent infringement occurs when someone makes unauthorized use of another’s patent.  The remedies available for patent infringement include damages against the infringer, including treble damages, and restraining orders and injunctions.

4.	Describe a copyright.  How is a copyright obtained?  How long is a copyright valid?
	A copyright is a government-granted monopoly over creative works put in a tangible medium.  Copyright protection begins when the creative idea is put in a tangible medium, although one can obtain a copyright registration with the U.S. Copyright Office.  Copyrights are valid for the life of the author plus 70 years for individual holders. For corporate holders, the term is either 95 years from the year of first publication or 120 years from the year of creation, whichever is shorter.

5.	Describe copyright infringement.  What remedies are available for copyright infringement?
	Infringement occurs when a party copies a substantial and material part of the plaintiff’s copyrighted work without permission.  The remedies available for infringement include the profits of the infringer, damages suffered by the plaintiff, and destruction of the infringing work and injunctions.

6.	What is the fair-use doctrine?  What public policy underlies the fair-use doctrine?
	The fair-use doctrine permits certain limited unauthorized use of copyrighted works.  Certain uses are protected under fair-use, including limited infringement for scholarly purposes, parody, brief quotations in news reports, and reproduction by a teacher or student of a small part of the work to illustrate a lesson.

7.	Describe a trademark.  How long is a trademark valid?
	A trademark is a government-granted monopoly in a mark, name, or logo that is distinctive and signifies a business product or service.  The original registration of a mark is valid for 10 years and can be renewed for an unlimited number of 10-year periods.

8.	What is a generic name?  What public policy underlies the generic name doctrine?
	A trademark that becomes a common term for a product line or type of service is called a generic name. Once that happens, the term loses its protection under federal trademark law because it has become descriptive rather than distinctive.  The policy behind this doctrine is that legal protection should only remain with those marks that are truly still distinctive.

9.	What is a domain name?  What protections are provided by the Anticybersquatting Consumer Protection Act?
	A domain name is an Internet website’s address, such as www.prenhall.com.  The main protection of the Anticybersquatting Act is to prevent anyone from registering Internet domain names of famous companies and people and hold them hostage by demanding ransom payments form the famous company or person.  The law prohibits the act of cybersquatting done in bad faith.

10.	What are the main prohibitions of the Digital Millennium Copyright Act?  Why was this act passed?
	The DMCA prohibits the unauthorized access to copyrighted digital works by circumventing the wrapper or encryption technology protecting the intellectual property. It also prohibits the manufacture and distribution of technologies, products, or services designed primarily for the purpose of circumventing wrappers or encryption protection.

F.	Cases for Discussion

Castle Rock Entertainment, Inc. v. Carol Publishing Group, Inc., 150 F.2d 132 (2nd Cir. 1998), concerned a copyright infringement case involving the television show Seinfeld.  In 1995, Carol Publishing published a book, The Seinfeld Aptitude Test (SAT), written by Beth Golub.  The book, naturally designed to take advantage of Seinfeld’s popularity, tests the reader’s intimate knowledge with the show and its characters by asking 643 questions, in multiple-choice, matching, and short answer questions.  Some of the questions involve dialogue from the series.  The name “Seinfeld” appears on the front and back of the book.  Castle Rock sued Carol Publishing for copyright infringement and won a summary judgment, which was appealed.  The 2nd Circuit Court of Appeals affirmed, concluding that the SAT plainly copies copyrightable, creative expression.  Each question is based upon facts from the shows (What was Kramer’s first name?), not facts about the show (What late-night television show did Michael Richards appear in the early 1980s?).  These facts come from the tangible expression of the creator’s imagination and were used without Castle Rock’s permission.

QUESTIONS

1.	What purpose does the legal doctrine of summary judgment serve?
	Summary judgment (civil procedure rule 56) allows a party to win a case before a trial by establishing that there are no material facts in dispute and that the moving party is entitled to a judgment as a matter of law.  Summary judgment serves the purpose of efficiency.

2.	Do you think Carol Publishing and Golub acted unethically in this case?
	Ms. Golub might not have acted unethically, assuming she didn’t realize that her efforts were infringing on someone’s copyright.  But it would be a stretch to think that a publishing company didn’t realize beforehand that it was infringing.  In that case, it would be unethical.

3.	What purpose is served by copyright law?
	Copyright law protects the intellectual property of someone’s.  It protects his or her creativity once put in a tangible medium.

14.1
Acuson Corp. v. Aloka Co., Ltd., 257 Cal.Rptr. 368 (Cal.App. 1989), concerned whether a competitor misappropriated its counterpart’s trade secret.  Acuson and Aloka both manufacture ultrasonic imaging equipment, a widely-used medical diagnostic tool.  Aloka, a Japanese company, had an agent purchase an Acuson machine, and had it shipped to Tokyo.  Aloka’s engineers then partially dismantled the unit.  Upon discovering that Aloka bought an Acuson unit, Acuson sued Aloka, seeking an injunction and return of its unit.

ISSUE:  Is Aloka liable for misappropriation of a trade secret?
No.  The California Court of Appeals concluded that there was no misappropriation of a trade secret because there was nothing secret about the Acuson machine.  Since the machine was sold to the public, there was nothing secret about the machine and, therefore, nothing that could be protected outside patent law.  Using a secret method to buy the machine in order to take it apart doesn’t change the above conclusion.  

14.2
AMF Inc. v. Windsurfing Internat’l, Inc., 613 F.Supp. (D.C. N.Y. 1985), concerned whether the common use of a trademarked word results in the loss the trademark.  Windsurfing International, Inc. (WSI) owned 95% of the sailboard market.  It had a trademark in the word “Windsurfer,” a term coined by WSI.  Because there was no generic word for the sport of sailboarding, WSI and its employees kept using the words “windsurfing” or windsurfer.”  In 1977, WSI started to police the term of its trademarked term, but the general public used the terms windsurfing or windsurfer.  AMF sought cancellation of WSI’s trademarks containing the term “Windsurfer.”

ISSUE:  Should the trademark be canceled?
[Because the page citation for the case was not given, I am guessing I found the correct case, although its title is Windsurfing Internat’l, Inc. v. Fred Ostermann GMBH; its citation is 613 F.Supp. 933.]
The court concluded the term “Windsurfer” was a generic one, and not worthy of trade name protection.

14.3
[This can’t be answered since there was no citation given.]

14.4
[This can’t be answered since there was no citation given.]

G.	Case for Briefing

1.	Case Name
Feist Publications, Inc. v. Rural Telephone Service Co., Inc., 499 U.S. 340 (U.S. 1991)

2.	Key Facts
A.	Rural Telephone Service (Rural) is a utility company that is required to publish a telephone directory for its customers, several communities in northwest Kansas.
B.	Feist Publications (Feist) publishes area-wide telephone directories that cover a larger geographical area than the typical directory published by Rural.
C.	Feist published a directory covering 15 counties with almost 47,000 white page listings.
D.	Rural refused to license its white page listings to Feist, so Feist copied 1,309 listings from the Rural directory for its area-wide directory at issue.
E.	Rural sued Feist and the District Court granted summary judgment to Rural. The Circuit Court of Appeals affirmed, stating that “courts have consistently held that telephone directories are copyrightable.”

3.	Issue
	Is the listing in a white pages directory of the alphabetized names, towns, and telephone numbers an original presentation of facts worthy of copyright protection?

4.	Holding
	The U.S. Supreme Court held that such a presentation of facts lacked the creativity required to satisfy the originality requirement of copyright protection.

5.	Court’s Reasoning
A.	The Court applied the two-part test for copyright infringement: (1) ownership of a valid copyright, and (2) copying of constituent elements of the work that are original.  
B.	The first part of the test wasn’t at issue since Rural acknowledged that the directory, as a whole, is subject to a valid copyright because of other parts of the directory.
C.	As to the second element, the Court discussed that, although facts are never original, the presentation of facts can be. 
D.	Listings of names, towns, and phone numbers couldn’t be more obvious, and so aren’t creative.
E.	The Court concluded that the method used by Rural to present its white pages listing was a useful presentation, but insufficiently creative to make it “original” for copyright purposes. 



