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TheTough NewRealitiesThat Could Make or Break
Your Business

INTELLECTUAL
PROPERTY
THE SUMMARY IN BRIEF

Intellectual propertyis a productof themind. It’s a song,a book, a busi-
ness secret or almost any otherkind of creation.Theseproducts havevalue—
oftentremendousvalue — in thebusinessworld. Thequestion is how to pro-
tect these assets.

In theUnitedStates, thefour main types of intellectual property (patents,
copyrights, trademarks andtradesecrets) each havetheir own bodyof law per-
tainingto creation, ownership anduse. These laws have evolved over centuries,
but theadventof newtechnologies and social and economic shifts makeit dif-
ficult for them to keepup with thetimes.Changeis coming,and how and
whenit comes will affect nearlyevery owner, creator and user of intellectual
property.

The“intellectual property paradox”— thenotion that giving property rights
to owners of intellectual assets harmsthosewho areunable to payfor accessto
the assets while helping thosewho are able to pay — often explains intellectual
property laws differing amongcountries. Althoughtreatiesandagreements have
somewhat homogenized theareas of intellectual property law, intellectual asset
owners stil l must navigate thelaws of each countryin which theydo business.
Giventhe scalabili ty of intellectual assets,dealing with theinconsistencies and
the sometimesdoubtful optionsfor recoursecan stil l beworthwhile.

Paul Goldsteincoversthese topics and moreasheexplains intellectual
property law’s history aswell assomeimportant legal cases that brought
American intellectual propertylaw to whereit is today.

IN THIS SUMMARY,YOU WILL LEARN:

• Thecharacteristics of thefour major areas of intellectual property law.

• How intellectual propertylaw protects a business’s intangible assets.

• Thesignificanceof major lawsand legal precedents related to intellectual
property.

• Whatchanges you shouldanticipate in intellectual property law.
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Introduct ion
No ideais entirely original; everyinnovative business

borrows, sometimesextensively,from its competitors
andothers.Many of thebest-known andmostvaluable
brandnames— BurgerKing, McDonald’s — arelittle
morethan descriptive wordsandcommonnames. How
cana company appropriatesuch names for its own
exclusive use?Whena departing employeetakesa com-
pany’s tradesecretsandknow-how with him, what part
of this informationbelongsto thecompany and what
part,derived from his own skill and training,belongsto
him?Elusive as intellectualproperty boundaries are,the
business valuethey secureis enormous.■

TheIntellectualProperty Paradox
ThenamePolaroid is synonymouswith instantpho-

tography, but without patentsPolaroid could not have
dominated themarketasit did for theentire historyof
this once-popularmedium. In thecourse of thePolaroid
v. Kodak trial, in which Polaroid sued Kodak for
infringing on 12 patents relatedto its instant photogra-
phy fil msandcameras,onePolaroid official described
thecompany’s founder,chairman and chief investor,
Edwin Land,as“fierce” aboutpatents.

Theviews of innovatorslike Landand Kodak’s
GeorgeEastmanrarelychange: More patentsareprefer-
ableto fewer,andthebroaderthereach of thesepatents,
thebetter.But viewsof lawmakers do change. Patent
standardsandremediescanshift even over thespan of a
single trial, particularly when,as in thecaseof Polaroid
v. Kodak, thetrial stretchesover 15 years.

TheRisksand Rewardsof LegalUncertainty
and Change

Onelegal standardthatchangedover thecourseof the
Polaroid trial wasthestatutory requirementthat,in
orderfor theU.S.PatentandTrademarkOffice (PTO)
to granta patent,theapplicantmustshownot only that
theinventionwasnewat thetimeheinventedit, but
also that it was “nonobvious” — not readily apparent —
to workersreasonably skilled in theart.

Evenif theapplicantconvincesapatent examinerof the
invention’s novelty and nonobviousness,and thePTO issues
apatent, anothercompany, if suedby thepatent owner, can
askthecourt to invalidate thepatent onthegroundsthat the
PTO erredin its findingsof novelty or nonobviousness. And
evenif thepatentisvalid, thecompany canask for afinding
that itsownproductdid not infringeuponthatpatent.

TheParadox of Public Goods
Economists classify goodswhose useby oneperson

will not diminish useby othersas “public goodsand
services” — theclassic examples (in addition to infor-
mation) are lighthouses, public education and national
defense. Theyalso observe that to grant propertyrights
in information wil l necessarily violate a basic tenetof
contemporaryeconomic policy by decreasing thewel-
fare of oneclass of users — thoseunable or unwill ing
to payfor accessto information — without increasing
thewelfare of anotherclassof users — thosewho are
willing and able to pay theintellectual property owner’s
asking price.

A standard solution to theproblem of public goodsis
for government to pay for theproduction and mainte-
nance of thesegoodsout of thepublic treasury andto
make their benefits available “ free” to everyone.But
few Americanswould bewill ing to tradeprivate for
public choice over theselection of products available
on thesupermarket shelf or hardwarecounter anymore
thantheywould want government to choose thefi lms
theywatch or thebookstheyread.
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TheUniqueScalabili ty of Intellectual Assets
Whereeconomists view intellectual assetsasinex-

haustible,businessesview them asscalable. Through
license agreementswith well-placedlicensees, a compa-
ny canexploit its intellectualassets in product, service
andgeographic marketsthat it lackstheresourcesto
enteritself; it canalsodelegateenforcement of rightsto
licensees. ■

Patents
TheU.S. Patent Act’s description of thefive classesof

protectible inventionsis straightforwardenough:“any
newandusefulprocess,machine,manufactureor com-
position of matter, or anynewanduseful improvement
thereof.”At thethresholdof thenextgreat cycle in
patentprotection,thehardquestion is not whether,or
evenwhen, patentlaw will beginto scale back, but how.

Cyclesof Protection
Theorigins of contemporarypatentlaw lie in the

English Crown’s grants of privileges to foreigntradesmen
and craftsmen in the14thand15th centuriesto spurthe
adoption of modern manufacturing methods.

Thefirst U.S.patent law wasa generalrather than a
private act, and authorizedpatentsfor “anyusefulart,
manufacture,engine,machineor device, or any
improvementtherein not beforeknown or used.” In
1836,Congressreinstatedtheexamination systemand
fixed thepatentterm at 14 yearswith a seven-year
renewalperiod.To thechagrinof many observers,the
U.S. PatentAct in forcetodaystrayslitt le from the
structureand principlesof the1836act.

TheHigh ProtectionistsTakeCharge
In 1982,CongresscreatedtheCourt of Appeals for

theFederalCircuit to hearappealsfrom trial court
patent infringementdecisionsacross thecountry. It was
alsocreatedto replace,with a single national standard,
thepatchwork of patentability standardspreviously
appliedby theregionalcourtsof appeal.

Congressalso undertookmajor newinitiativesto use
patentsto spurindustrial growth, amongthem the1980
Bayh-DoleAct that fostereduniversity-industrycollabo-
rationsby makingit possible for universitiesto patent
theresults of federally fundedresearch.Finally, two
U.S. SupremeCourtdecisionsin theearly 1980s,one
opening thedoorto patentsfor computer programsand
theotherholdingthata live, man-madeorganismcould
qualify for patentprotection,established newhigh-water
marksfor analreadyascendantpatentsystem.

Software Patents
Until March 3, 1981,when theU.S.SupremeCourt in

Diamondv. Diehr for thefirst timeupheld a patenton a
computer program, thepatent statusof computer soft-
ware had beenin doubt.

In 1994, the Court of Appeals for theFederal Circuit
ruledthat a patent applicant could effectively bring its
software within the traditional categoryof “machine”
simply by describing his invention to includethe software
running on a general-purposecomputer. Finally, in 1995,
the Patent Offi ceretreatedfrom its stern antisoftware
position and announcedthat it would treat computer pro-
gramsas patentable subject matter as longas they were
embodied in a tangible medium, such as floppy diskettes.

Patenting Life
TheSupreme Court’s 5-4 decision in Diamondv.

Chakrabarty endorsed patentsfor living organisms in
themost ringingterms, underlining theimportanceof
an openhandedpatent systemfor businessinvestment in
newtechnologies. In 1985,thePatent Office Boardof
Appeals ruled that plant varieties werepatentable,and
in 1987,that a genetically engineeredspecies of oyster
was patentable subject matter.

ThePatent Office wasmet with objectionswhenit
announced that it would consider patentapplicationsfor
vertebrates,but it issued its first such patent in 1988,on
the“HarvardMouse,” or OncoMouse. Themousewas
genetically engineered by a Harvard researcher for
enhanced susceptibili ty to cancer, and consequently of
particular usein cancer research.

EveryoneHoldsa Patent
TheCourt of Appeals for theFederal Circuit madeit

easier to enforce patents and to obtain monetary and
permanent injunctive relief against infringers, andalso
to obtain preliminary injunctive relief againstalleged
infringers. Bookssuch asRembrandtsin theAttic and
Edison in theBoardroomencouraged companiesto
search throughtheir portfoliosfor patentsthat could be
licensedand,if not licensed,li tigated. Becausepatent
ownerscan file infringement cases in any U.S. judicial
district where allegedly infringingproducts aresold,
“ rocket dockets” sprang up,offering patent claimants
speedydiscovery, early trial dates and fast trials.

PharmaceuticalsVersusElectronics: TheBattle for
Patent Law’s Next Phase

Thegreat upsurgein patent scopeandenforcement
over thepast quarter century has divided patent indus-
triesinto two warring camps.On theoneside arethe
high protectionists, led by thepharmaceutical compa-
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nies.On theothersidearethelow protectionists,led by
theelectronicsand softwarecompanies.

Probablythemost consequential division between
high and low protectionistscenters onAmerican patent
law’s “all-or-nothingprinciple,” which empowersa
patentownerto shutdowna later inventor’s business
evenif theinventoroffersto pay a reasonable license
fee.Onesolutionto thestandoff betweenthepharma-
ceutical andelectronics industriesis for Congressto tai-
lor its reformsalongindustrylines.

eBayv. MercExchange
The Court of Appealsfor the Federal Circuit consis-

tently ruledthat,onceinfringement is shown,injunctive
relief is virtually automatic,and this appearedto beset-
tled law in theUnitedStates until November2005,when
the U.S. Supreme Court agreedto reviewthe Federal
Circuit court’s decision in eBayv. MercExchange, apply-
ing theautomatic injunction standard.

In September2001,MercExchange, a Great Falls, Va.
companyfoundedby a patentlawyer-engineer, filed suit
in thefederaldistrict court for theEasternDistrict of
Virginia, alleging thateBay’s “Buy It Now” feature,
enablingprospective biddersto purchaseanitemimme-
diately at a fixedprice insteadof waiting for theout-
comeof theauction,infringedon three electronic com-
mercepatentsownedby MercExchange’s founder.

In May 2003,thejury foundthateBay andits sub-
sidiary Half.com hadwillful ly infringed two of thethree
patents, and in August thejudgeorderedeBay to pay
$29.5million in damagesbut declined to orderan
injunctionshutting downtheonlineauction’suseof the
feature.

In March 2005, theFederalCircuit courtaffirmed the
trial court’s finding of patentvalidity andinfringement.
But thecourt reversedthe trial court’s decision denying
injunctive relief.

On May 15,2006,theU.S.SupremeCourt announced
its decision in eBay v. MercExchange, unanimously
holding that theFederalCircuit court erredin enforcing
a virtually categorical preference for permanent injunc-
tionsin patentcasesanddirecting it in thefutureto
requirethe plaintiff to pass,asit must in other fields of
law, a four-factortest:“(1) that it has sufferedan
irreparableinjury; (2) thatremediesavailable at law,
suchasmonetarydamages,areinadequate to compen-
satefor that injury; (3) that,considering thebalanceof
hardshipsbetweentheplaintiff and defendant,a remedy
in equity is warranted;and(4) that thepublic interest
would not bedisservedby a permanent injunction.” ■

Copyrights
For all itsundeniablecultural impact,copyright is

essentially about commerce. It protectsnotonly writers,
composersandartists, but also mapmakers, datacompilers
and softwaredesigners. TheU.S.Copyright Act captures
all thisvalueby grantingfiveexclusive rightsto copyright
owners: therights to reproducetheirworks, to adaptthem,
and to publicly perform, displayanddistributethem.

HowtheMovieStudiosUsed Copyright to Tame
Their Distribution Partners

Thehistory of the motion picture industry’s encounters
with newtechnologies, from television in the1940sand
1950sto TiVo at the turn of the21st century, teachestwo
important lessonsabout the use of copyright to navigate
relationshipswith future distribution partners.One is that
becausecopyright fosters production of competing
works, no copyright owner canhope to control the spigot
that releases content to distributors. The second lesson is
that in law, as in life, timing is everything.

HowtheComputer Industry Used Copyright to
Fight for Market Share

Three central copyright rules — therule thatcopy-
right protects expression but not ideas, therule thata
work must beoriginal to becopyrightable, and thefair
usedoctrine— proved decisive in resolving conflicts
between companies like IBM, Apple and Sega.These
companies soughtthroughcopyright to control accessto
their established operating system platforms, and,on the
otherside, producers of competing andcomplementary
equipment, such asFujitsuLimited, Franklin Computer
andAccolade,Inc., thatsought access for their equip-
ment to those platforms.

Why did copyrightbecometheprincipal vehicle for
softwareprotection through the1980sand1990s?One
reason is that, ill -fi tting ascopyright was, other intellectual
properties— patentsandtradesecrets— wereevenmore
deficient. Andalthoughproposalsaboundedfor laws tai-
lor-made to thespecific characteristicsof software, they
lackedthepedigreesof historical validation andinterna-
tional acceptance.

Thegreatest casualty of thesoftware battles—
dubbed “softwars” — was copyright itself, andnot
because thejudicial decisionsin any way injuredcopy-
right principle (theydid not) but becausethedebate
ignited a newand still enduring skepticism aboutthe
valueof copyright that was unprecedented.Any busi-
ness — whether it is a producer or user of copyrights—
thatproducesor distributes copyrighted contentshould
attendto this newdirection in thelaw. ■
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Tr ademarks
Al thoughtrademarklaw’s originsand legitimacy lie

in its protectionof consumers,thelaw hasalwaysand
inescapablyprotectedproducersas well, giving them an
incentive to investin differentiatingtheir productsand
brandsfrom thoseof competitors. Thegreat revolution
in trademark law hasbeento elevate this incidental pro-
tection for producersinto a full-fl edged propertyright
— much like a patentor copyright— thathasonly the
most attenuatedconnectionto consumer confusion,and
sometimesno connection at all.

TheUseRequirement
Trademark rights in theUnited Statesrequiretrademark

use, and thecompany thatis first to useits brand in con-
nection with goodsor servicesin themarketplace is the
company thatgets to own it. Theuse requirementeffec-
tively penalizesfirstadopterswho lack theresourcesor
businessmotive to immediatelyenterall of thenatural
markets for their brands.

However, theuse requirementalso rewardspredators
that wait for goodwill to developaroundanother compa-
ny’s brandin onemarketandthentradeon thebrand’s
valueby introducing it onanew product in adifferent
market. This is possiblefor thepredatorsaslongascon-
sumersarenot confusedasto sourceof thebrand.

UseandAbandonment:TheMcDonald’s Dilemma
Under thetrademarkdoctrineof abandonment, a

brand-nameownerthat fails to proceed promptly
against a seconduser,evenonein a distant product or
service line, faces therisk that it wil l loserightsto its
brand not only in thedistantmarket, but also in themar-
ket whereit first acquiredgoodwill.

McDonald’s successful lawsuitagainstQuality Inns
International’s“McSleep”economyhotels illustratesthe
legal dimension of attempts to protect againsttrademark
abandonment. Quality Innsmadefour argumentsto sup-
port theuseof the“Mc” prefix for itsnewchain,but the
court rejectedeachone.AgainstQuali ty Inn’s argument
that thename“M cSleep”wouldnotconfuseconsumers
into thinking McDonald’s wasoperating or franchisingthe
newchain, thecourt reliedonsurveyresults in whichmore
than 20percent of respondentsgave“McDonald’s”astheir
answer to thequestion, “Who or whatcompanydoyou
believeownsor operatesthehotel calledMcSleepInn?”

ThecourtobservedthatMcDonald’s had obtained
registrationsfor a rangeof useswider than just food
services— including“McStop” for interstatetravel

plazasand “M cShuttle” for groundtransportation —
and had named its own headquarters hotel “McLodge.”
This effectively gave thecompany a “f amily” of marks
under the“Mc” prefix and consequently a first claim on
othersuch uses.

Avoiding abandonmentrequiresmoreof brandowners
thanjust monitoring uses and registrationsof their
marksin markets wheretheymay somedaywant to use
themarks themselves.Yet suing to enjoin an unautho-
rized useof a brandnamecan have adverseconse-
quences for thecompany’s public relations.

Trademark owners also suffer another comparative dis-
advantagein their dealings with unauthorizedusers.
While a patentor copyright owner wil l frequently enter
into a license with aninfringer and thusexpand its mar-
ket, a trademark owner, like McDonald’s in theMcSleep
case, will be concerned that such a licensemight bring
its brand into thewrong market at thewrong time.

TheDistinctivenessRequirement
Trademark law protects a brand only if andto the

extentthatthebrand distinguishes, or at leastis capable
of distinguishing, the goodsor services of one company
from those of another. Yet to give onecompanyexclusive
rightsin evena partially suggestive termmay deprive a
competitor of words that it needs to describe its own
product accurately. TheU.S. TrademarkAct reconciles
thecompeting interests of the two companiesby barring
registration for marks that, whenusedin connection with
theapplicant’s goodsor services, are “merely descrip-
tive” of them, unlessthe mark “hasbecomedistinctive of
theapplicant’s goodsin commerce.”

Distinctivenessand Genericide
Thegreattrademark risk for aconsumerbrand company

today isnot thatitschosentrademarkwill beinsufficiently
distinctive to qualify for protection. Instead, the risk is that
in promoting itsmark andacquiring distinctiveness, the
company may alsosucceedin identifying themarketwith
theclassof goodsgenerally— “Thermos,” say,becoming
thegeneric term for avacuum-insulatedbottle— thereby
forfeiting any trademark rightsin theterm.Trademark
lawyerscall this “genericide.”

TrademarksWithout Confusion
Trademark law moves slowly, and for decadesthe

law’s userequirement, confining a brand owner’s exclu-
sive rightsto thegoodsor services that thecompany
actually marketed,stoodas an obstacle to protection for
broader-reaching corporate brands.Finally, in 1995,
Congress amendedthefederal Trademark Act to provide
a remedy for thedilution of “ famous” marks.
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Wheretrademarklaw traditionally requiresa brand
owner to prove thata competitor’suse of its markcon-
fusedconsumersinto purchasingthecompetitor’s prod-
uct rather thanits own, theInitial Interest Confusion
Doctrine todayholdsthat it is enoughfor thebrand
owner to showthat consumerswere initially confusedas
to thesource,eventhoughtheir confusion was dispelled
by thetime theymadetheir purchase.

Mapping Trademark Change
At theend of a centuryof doctrinal expansion, brand-

nameprotectionin theUnitedStates today consists of
two separatebut intertwinedstrands. One, rootedin the
economicsof information, seeksno morethan to secure
consumers’ expectationsaboutthesourceof goodsand
services. Theother, alignedwith theeconomics of pub-
lic goods,seeksto protectbrandsfor their own sake,
much aspatentlaw protectsinventionsandcopyright
law protects entertainmentand information. ■

Tr ade Secrets
At leastthreecontemporaryforces, noneof themlikely

to be reversed, promiseto testtradesecret law’s bound-
ariesover thecomingyears.Oneis theincreasedpaceof
employeemobility, notonly in high-technologyindustries,
and not only in theUnitedStates.Second,theuseof
licensesto profit fromthescalability of intellectualassets
— a long-standing practiceamongpatent, copyright, and
trademarkowners— will requirecrispboundarylines to
replacethebehaviorally blurrededgesof tradesecret
assets if theseassetsareto supportfluently administered
licenses.Third, where tradesecret law presentlydrawsfor
its contenton regionalaswell as industrynorms— andin
theUnitedStates,on therulesappliedby the50states—
globalizationwill requireharmonizeddefinit ionsof rights
that canbeeasily licensedacrossborders.

TradeSecretsasCompetitiveStrategy
No case better ill ustratestheuse of civil and criminal

tradesecret li tigationasa harshcompetitive tool than a
1995lawsuit filed by SiliconValley software producer
CadenceDesignSystemsagainststart-up rival Avant!.
In November1995,ArcSys,which hadgonepublic in
June1995,mergedwith Integrated SiliconSystemsInc.
to becomeAvant!. Two monthslater, local police and
FBI agentssearchedAvant!’s headquarters,wherethey
seizedanelectronic log indicatingthatoneof thefour
executiveswho hadleft Cadence in 1991hadtakenwith
him a copy of a basic place-and-routeprogram.Within
24 hours, Cadencefi led a civil suit againstAvant! alleg-
ing misappropriation of tradesecretsaswell as copy-

right infringement, unfair competition, conspiracy,
breach of contract andfalse advertising.

The criminal casecameto an endon May 22, 2001,
four years after the district attorney’s office fi rst filed
charges,with all of thedefendantsentering into plea bar-
gains with the prosecutor, including a dismissal against
oneof thedefendants, jail sentences for four and a prison
term of up to six years for another. In addition to Avant!’s
agreementto pay $27 mill ion in fines and $190.4 mill ion
in restitution to Cadence, oneexecutive agreedto a $2.7
million fine, but received no jail time. In return for the
parties’ agreement to dismissall pending civil claims
against each other, Cadence received $265million.
Adding in $47 million for settlement of a shareholder
suit, Avant!’s total liability amountedto morethan half a
bil lion dollars.

TheEvolving Contoursof TradeSecretLaw
Shorter job tenureandhigher employee mobili ty in

theUnited Statesand elsewhere will not only weaken
historic normsof secrecy and bondsof loyalty, it will
also increase theinclination of courts to overturn non-
compete covenants that theymight have toleratedin
times of long-term employment. Globalmarketswill
also place new,possibly unsustainable demandson a
tradesecret law that dependsso heavily on the peculiar-
ities of regionalnorms and therelationsbetween
employersand employees.

Businessmethod patents, which have flourishedmore
vigorously in the United Statesthanelsewhere,canbest
beunderstood asa legal response to frustrations over the
limitationsof tradesecret law in supporting the exploita-
tion of such valuable business methods as stock hedging
strategies and tax-reduction techniques. Copyright, too,
hasmoved into tradesecret territory.
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Secrets and Cr imes
The federal Economic Espionage Act closely tracks

the definition of trade secrets employed by the
Uniform Trade Secrets Act, encompassing all forms
of secret financial, business, scientific, technical, eco-
nomic and engineering information, and imposes
penalties for trade secret theft that include a fine up
to $500,000 and 10 years’ imprisonment for individu-
als, and a fine up to $5 million for organizations.

Companies are reluctant to have their secrets dis-
closed in civil or criminal proceedings. Although U.S.
courts will issue protective orders in order to guard a
company’s secrets, the realities of wide-ranging dis-
covery will often make leakage all but inevitable.



Mapping TradeSecret Change
Best practicefor companytradesecrets is to watch

out for thebreach of security normsand to actquickly
whenthey occur.Smart tradesecret practice also means
paying closeattention to evolvinglegalregimesin an
attempt to exploit traditional secret information without
therequirementsof secrecy— for example,using
patentsand patentlicensesto exploit businessmethods
andpracticesformerly protectedby tradesecret law, and
being alert to otherlegaldoctrinesthat over thecoming
yearswil l inject propertylike rights into whathaslong
beenthedomainof normsandrelationships. ■

Int ellectual Assetson the Internet
If thedefiningattributeof intellectual assets is that

theycanbe usedby countlessnumbers of consumers
across national bordersandnever beexhausted, thenthe
Internetmay bethefi rst distribution technologyto fully
capturethis uniquequality. It is, of course, this unfet-
tereduse thatrepresentstheInternet’s greatestchallenge
to intellectualassets.

Patentson theInternet
Theenforcementhistoryof U.S.PatentNo.

5,960,411, for a systemof “1-Click” onlinepurchases,
grantedon September28,1999to Amazon.com founder
Jeff Bezosanda numberof co-inventors,il lustrateshow
potent anInternetpatentcanbeasa competitive
weapon.TheInternet not only suffersfrom overbroad,
low-quality patents,but alsooffers an unparalleled vehi-
cle for challengingthem.

Copyrightson theInternet
In 1998,Congressstruck a copyrightbalanceby insu-

lating Internetserviceproviders, by carving out “safe
harbors” to protecttheproviders from monetary liability
solong asthey comply with prescribed conditions.One
conditionis that theyimplementa policy to terminate
anyusers who arerepeatcopyrightinfringers.Another
is promptremovalof copyrightedmaterial assoonas

theservice providerreceived notice that it is infringing.
Fewcopyright owners or Internet serviceproviders

today object to the safe harbor provisions, for they have
sofar effectively balancedthe relative needsand abilities
or each to patrol andcontrol onlineinfringement. But if
copyright owners have accepted the practical desirability
of these safeharbors, they have grown increasingly con-
cerned over the logic of the expediencethey embody, a
logic that could entirely transform copyright law — and,
for thatmatter, patent and trademark law — from a
property system that requires individuals to seekpermis-
sion to use a particular intellectual asset, to a systemthat
effectively casts this asset into the public domain, free
for use by all, unless theasset’s owner specifically
requests that they beexcluded.

Trademarkson theInternet
Trademark law at the end of the 20th century consisted

of two strands: one studdedwith age-old doctrinesto
protect consumers against confusion as to thesourceof
goodsand services, the other advancing new doctrinesto
protect brand-nameowners against theunauthorizeduse
of their marks, whether or not consumers are confused.

Domain nameswere thefirst battlefield. Search devices
suchasmetatagsand keywordsoffer morevaried opportu-
nities for diversionary use. Thenextbig question for brand-
namecompaniesand their competitors iswhether these
expansionary rulescrafted for theInternetwill migrate
from thissetting into trademark law’smainstreamandcon-
tribute to thebroadeningof trademark lawgenerally.

Mapping Intellectual Asset Changeon theInternet
Any intellectual assetcompany thatdoesbusinesson

theInternetwill, over thecomingyearsencounter two
irreversible facts: The Internethaschanged intellectual
property law, andintellectualproperty law haschanged
theInternet. Companiesneedto monitor suchchangesnot
only on the Internet— thesettingwheretheyarose— but
in thebricks-and-mortarworld aswell, for precedents
establishedin onesetting inescapablymigrateto cases
decided in othersettings. ■

Intellectual Assets in
Internat ional Markets

Even themost sophisticated companies encounter legal
surprisesin their foreign ventures,particularly if a com-
panyis habituatedto sometimesidiosyncratic U.S. intel-
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SecrecyLaw and Secrecy Norms
The Uniform Trade Secrets Act defines a “trade

secret” as “information, including a formula, pattern,
compilation, program, device, method, technique or
process, that derives independent economic value,
actual or potential, from not being generally known
to, and not being readily ascertainable by proper
means by, other persons who can obtain economic
value from its disclosure or use.”



lectual property rules.Carefuldrafting of intellectual
property licensescan injectsome degreeof certainty into
transborder commerce.Of course,contractclauses govern
only the conduct of thecontracting parties,not infringers,
whose conduct wil l insteadbecontrolledby thelaw of
the country where theallegedinfringement occurred.

Territ oriality andtheTradeEconomicsof
Intellectual Assets

A centuries-old principle — territoriality — drivesnot
only thelaw, but alsotheeconomicsof international pro-
tectionof intellectualproperty.For protectionabroad,
Americanintellectual assetownersmustlook to thelaw
of the countryin which theassetis being exploited.

Insteadof challenging theterritoriality principle,a
country that is a net intellectualproperty exporter could
enterinto a bilateral treaty with a netimporter, obligating
it to extend strongprotection to foreign intellectualassets.

Multilateral Treaties
In thecaseof copyright, dissatisfactionwith thesebilat-

eral treatiesultimately led to theadoption in 1886of the
BerneConvention for theProtection of Literaryand
Artistic Works,amultil ateraltreaty with Belgium, France,
Germany and theUnitedKingdom,but not theUnited
States,among theinitial signatories.

TheBerneConvention followsontheheels of theParis
Convention for theProtectionof Industrial Property,adopt-
edin 1883asthemultilateral convention for patents,trade-
marksandunfair competition, follows theprincipleof
national treatment.

TheWorld TradeOrganization’sAgreement onTrade-
RelatedAspects of IntellectualProperty Rights(TRIPs),
adoptedin April 1994 aspartof anagreementamending
the General AgreementonTariffs andTrade, expressly
incorporates theminimum standardsof theBerneand
Paris conventionsand addssubstantial minimumstan-
dards of its own, includingstandardsfor enforcement.

Harmonizing andDiverging Tendencies in
National Laws

TheAmericantilt towardformalities and limited
rightsstemsfrom theutil itarian tradition thatunderlies
U.S. copyright law, while theinclination elsewhere
towardrigorous,formality-free rights traces to the
European precept thatanauthorhasa natural right to
protection for theproducts of his mind. Indeed,
Europeanscommonly refer to theserightsnot only as
copyright, but as“author’s right.” Doubtlessthemost
powerful harmonizing force— and,not coincidentally,
a forcethat is responsible for increasinglevelsof copy-
right protection worldwide— is that thecommunity of

copyright owners crosses
national boundaries.

All nationaltrademarksys-
temsfollow theprinciple thata
brand should beregisteredif it
signifies,or hascometo signify,
asinglesource.However, where
Americantrademark law
acceptsasregisterableevery-
thing fromtheshapeof apack-
ageto ahandful of musical
notesto afragranceappliedto
sewing thread, othercountries
havebeenslow to allow newer
formsof marksin their registers.

BeforeTRIPs,few countries
enforcedtrade secret protection
as robustly asthe United
States;most other nationsgen-
erally relied on such broad
rubricsasunfair competitive
practices and the Paris
Convention standardsof “hon-
est practices in industrial or
commercial matters” to protect
confidential information.

Mapping Changein theInternational Arena
Evolving global compliance with TRIPsstandards

holdsout three prospects to American companiesthat
seek to exploit their intellectual assets abroad.First,
because TRIPsgenerally embodies thehigh standardsof
U.S.,European and Japaneseintellectual property laws,
an American company canincreasingly expect thesame
high level of protection abroad asit doesat home.

Second,becausethenewstandardswill benot only
high but roughlyuniform, a company will encounter
fewer legal surprises than in thepast.Third, asthelegal
playing field between developed and developing
economieslevels off, intellectual property protection
will disappear as a source of comparative advantagefor
developed countries, and companies wil l beginto weigh
othercomparative advantages when deciding whereto
exploit and develop their intellectual assets.

Whatever its implicationsmay befor theAmerican
economy, this newly “ flat” world offers significant
investment opportunities for American and otherintel-
lectual asset companies,not only in recently developed
economieslike that of Singapore— which hasbecome
an important world center for stem cell research— but
also in developingeconomies like China’s. ■
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RECOMMENDED
READING LIST

If you liked Intellectual
Property, you’ll also like:
1. The Starfish and the

Spider by Ori Brafman
and Rod A. Beckstrom.
The authors provide a look
at the decentralized com-
panies that are taking the
business world by storm.

2. Wikinomics by Don
Tapscott and Anthony D.
Williams. The authors
address how the Internet’s
social network offers new,
decentralized ways to pro-
duce content, goods, ser-
vices and profit in the
emerging world of mas-
sive peer collaboration.

3. Green to Gold by Daniel
C. Esty and Andrew S.
Winston. Based on the
authors’ years of experi-
ence and hundreds of
interviews with corporate
leaders around the world,
the book shows how com-
panies generate lasting
value by building environ-
mental thinking into their
business strategies.
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