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INTELLECTUAL
PRCPERTY

THE SUMMARY IN BRIEF

Intelledud propertyis a productof themind. It's a song,a book a busk
ness secre or amog ary otherkind of creation. Theseproducs havevalue —
oftentremendousvalue — in the businessworld. The question is how to pro-
tectthee asds.

In the United Staes thefour main types of intdlectual propeaty (paents,
copyrights trademarks andtradeseaets) each havethar own body of law per
tainingto cregtion, ownerdip anduse Thes laws hawe evolved over centrries,
but the adwentof newtedinologies and social and economt shifts makeit dif-
ficult for them to keepup with thetimes. Changeis comng, and how and
whenit comes will affect nearlyevey owne, creator and user of intellectual
propety.

The“inteledual propaty paradox’— the notion that giving propety rights
to owners of intellecual assés harmsthosewho areunable to payfor aacessto
the asses while hdping thosewho are able to pay — often expldns intellecual
property laws differing anongcounties Althoughtrediesandagresments have
samewhat homogenized the aress of intelledud propety law, intellectud asse
owners still must navigate thelaws of each countryin which they do business.
Giventhe salahlity of intellecud asses, dealing with theinconsisencies and
the sometimesdoubtful optionsfor recursecan still be worthwhile.

Paul Goldsteincoversthe topics and moreashe explains intellectual
propety law's history aswell assomeimportantlegd cases tha brought
American intellecdual propertylaw to whereit is today.

IN THIS SUMMARY, YOU WILL LEARN:

* The charateridics of the four mgor aress of intdledual propety law.
» How intellectud propertylaw protects a busnesss intangble asses.

» The significanceof majorlaws and legd precdent related to intelectual
propery.
* Whatchangs you shouldanticipae in intdl ectual propety law.
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THE COMPLETE SUMMARY: INTELLECTUAL PROPERTY

by Paul Goldstein

Introduct ion

No ideais entirely original; everyinnovaive business
borrows, sometimesextensivelyfrom its compéitors
andotheis. Many of the best-knevn andmostvaluable
brandnames— BurgerKing, McDondd's — arelittle
morethan descripive wordsandcommon names. How
canacompayy appropriatesuch names for its own
exclusive useWhena departng empbyeetakesa com
panys tradesecretsandknow-hov with him, wha part
of thisinformationbelongsto the company and what
part,derived from his own skill and training, belongsto
him? Elusive as intellectualpropety boundaris are,the
bushes valuethey secures enormous. m

TheIntellectual Property Paradox

Thename Polaoid is synonymousvith instantpho
tograply, but without patentsPolaoid could not have
dominatel the marketasit did for the entire history of
this oncepopularmedium In the course of the Polaroid
v. Kodak trial, in which Polarad suel Kodak for
infringing on 12 paentsrelaedto its instant photogra
phy filmsandcameraspnePolarod official described
the company’s founder,chairman and chief investor
Edwin Land,as"fierce” aboutpatents

Theviews of innovatorslike Land and Kodak’s
GeorgeEastmarrarely change More patents are prefer-
ableto fewer, andthe broaderthereach of thesepaents,
the beter. But viewsof lawmekers do change Paent
standardsandremedieanshift even over the span of a
single trial, particularly when,as in the caseof Polaroid
v. Kodak thetrial stretchesover 15 years.

The Risksand Rewads of LegalUncertainty
and Change

Onelegal standardhatchangedover the courseof the
Polaoid trial wasthe statutory requirenentthat,in
orderfor theU.S. PaentandTrademark Office (PTO)
to granta patentthe appicantmustshownot only that
theinventionwasnew at thetime heinventedit, but
also thatit was “nonobvious” — not readily apparet —
to workersreasonaby skilledin theart

Evenif theappicantcorvincesa pateri examiner of the
invertion's novelty ard norobviousnes, ard the PTO issues
apatert, arothercomnpary, if suedby the paert owner, can
askthe cout to invalidat the patert on the groundsthat the
PTO erredin its findingsof novelty or nonolbviousies. And
evenif the patentis valid, the conpary canas for afinding
thatits own product did not infringeupon that paent.

The Paradox of Public Goods

Econornists classfy goodswhos useby oneperson
will notdiminish useby othersas “public goodsand
savices” — theclassc exanples (in addition to infor-
mation) are lighthougs, public education and natonal
defense Theyalso obseve that to grant propertyrights
in informaion will necessaily violate a basic tenetof
contemporaryeconorric policy by decreasng the wel-
fare of oneclass of uses — thoseunable or unwilling
to payfor accessto informaion — withoutincreasing
thewelfare of another classof users — thosewho are
willing and able to pay theintellectud propety owners
asking price.

A standad solution to the problem of public goodsis
for governnmentto pay for the produdion and mainte-
nance of thesegoodsout of the public treasaury andto
make their benefits avdlable “fre€’ to everyone But
few Americanswould bewilling to trade private for
public choice over the seledion of produds avalable
on the supeamarket shdf or hardwarecounger any more
thantheywould want government to choo® thefilms
theywatch or the bookstheyread.

The author: Paul Goldstin is theLillick Profes®r of
Law at Stanford Law School andone of the world’s top
expetts on intellecual propety. He is alsocounselto
Morrison& Foerster, where heworks on IP litigation and
transadionsfor comorae clients acrossthe world.
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The Unique Scalability of Intelledual Asses

Whereeconomiss view intellectud asetsasinex-
haustible, businessesview them assalable Through
license agreementsvith well-placedlicenses, a compa
ny canexploitits intellectualassets in produd, service
andgeogrphic marketsthatit lacksthe resour@sto
enteritself; it canalsodelegateenforcement of rightsto
licensees. m

Patents

The U.S. Patent Act’s desciption of thefive classesof
protectible inventionsis straighforward enough:“any
new andusefulprocessmachine manufatureor com-
postion of matter or any newanduseful improvement
thereof.”At the thresholdof the nextgreat cyde in
paentprotection,the hardquegion is not whetrer, or
evenwhen patentlaw will beginto scde back, but how.

Cyclesof Protection

Theorigins of contemporarypaentlaw lie in the
English Crown’s grants of privileges to foreigntradesmen
and craftsmen in the 14thand15th cenuriesto spurthe
adoption of mode'n manufaatiring methods.

Thefirst U.S. paentlaw wasa generalrathe than a
private ad, and authorizedpaentsfor “any usefulart,
manufature,engine,machineor device or ary
improvementherei not beforeknown or usel.” In
1836,Congressreinshted the examindion sysemand
fixed the patentterm at 14 yearswith a sevan-year
renewalperiod.To the chagrinof mary obsrvers,the
U.S. PatentAct in forcetodaystrayslittle from the
structure and principlesof the 1836act.

The High ProtedionistsTake Charge

In 1982,Congressreatedhe Court of Appeds for
the Federal Circuit to hearappelsfrom trial court
paentinfringementdecsionsacross the county. It was
alsocreakedto replacewith a single naional stendard,
the patcdhwork of paentabilty standads previoudy
appliedby theregional courtsof apped.

Congressalso undertookmajor newinitiativesto use
paentsto spurindudrial growth, amongthem the 1980
Bayh-Dole Act thatfostereduniversity-industrycollabo
rations by makingit possble for universitiesto paent
thereaults of federaly fundedresearch.Finally, two
U.S. SupremeCourtdecsionsin theealy 1980s,0ne
opening the doorto paentsfor compuer programsand
the otherholding thata live, man-male organism could
qudify for patentprotecton, edablished new high-waer
marksfor analready ascendanpaentsystem
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Software Patents

Until March 3, 1981,when the U.S. Suprene Courtin
Diamondv. Diehr for thefirsttime uphet a patenton a
computer program the patent status of compuer soft-
ware had beenin doubt

In 1994, the Court of Appeals for the Fedea Circuit
ruledthat a patert applicant could effectively bring its
sdtware within the traditiond categoryof “machine”
simply by desaibing his invention to includethe sditware
running on a general-purposecomputr. Finaly, in 1995,
the Patert Offi ceretreated from its stern antisdtware
postion and announcedthat it would trea computer pro-
grams as patentable subject mater as long as they were
embodied in atangible medium, sud as fl oppy disketes.

Patenting Life

The Suprane Court’s 5-4 decision in Diamondv.
Chakmabarty endored paentsfor living organisnsin
themog ringingterms, undelining the importanceof
an openhandedpatent sysemfor bushessinvestrentin
newtechnologies. In 1985,the Paent Office Boardof
Appeals ruled tha plant varieties were paentablke, and
in 1987,tha a geneicaly engineered species of oyster
was patentable subpd matter.

The Paent Office wasmet with objectionswhenit
announce that it would conside paentapplicatonsfor
vertebrdes, but it issuel its first such patent in 1988,0n
the*“Harvard Mouse” or OncoMouse The mousewas
gendically engineered by a Harvard researcher for
enhanced susepibility to cancer, and consejuenty of
particular usein cancer researd.

Everyone Holds a Patent

The Court of Appeas for the Fedea Circuit madeit
easier to enforce patents and to obtain mondary and
permanent injundive relief aganstinfringers andalso
to obtain prdiminaryinjundive relief againstalleged
infringers. Bookssud asRembrandtsin the Attic and
Edison in the Boardroomencouraged companiesto
seaarch throughthdr portfoliosfor paentstha could be
licengdand,if notlicensd,litigaied. Becausepaient
ownerscan file infringement cases in any U.S. judicial
district where allegally infringing producs aresold,
“rocket dodkets’ sprang up, offering paent claimants
speedy discovery, early trial daes and fast trials.

Pharmaceuticals Versus Electronics: The Battle for
Patent Law’s Next Phase

Thegreat upsugein paent scopeandenforcenent
over the past quater century has divided paentindus
triesinto two warring camps. Onthe oneside arethe

high protectionists, led by the phamaceutical compa
3
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nies.On the otherside arethe low protectionists,led by
the electronicsand softwarecompanes

Probablythe mod consequeril division between
high and low protectionistscentes on American paent
law's “all-or-nothingprinciple; which empowersa
paentownerto shutdownalater inventor’s business
ewenif theinventoroffersto pay areasondle license
fee. Onesolutionto the standof betwveenthe pharma
ceutial andelectranicsindustriesis for Congressto tai-
lor its reformsalongindustrylines.

eBayv. MercExchange

The Court of Appealsfor the Federa Circuit consis
tertly ruledthat, onceinfringement is shown, injunctive
relief is virtually automaticand this appeaedto be set
tled law in the United States until November2005,when
the U.S. Suprene Court agreedo reviewthe Federal
Circuit court's decison in eBayv. MercExchang, apply
ing theauomdic injunction standad.

In Sepember2001,MercExdange a Gred Fdls, Va.
companyfoundedby a patentlawyer-engineer, filed suit
in the federaldistrict courtfor the Eagern District of
Virginia, alleging thateBay’s “Buy It Now” feature
enablingprospetive biddersto purchaeanitemimme
diately at afixed priceinsteadof waiting for the out
comeof theauction,infringedon three electroric com-
mercepaentsownedby MerdExchanges founder.

In May 2003,the jury foundthateBay andits sub
sidiay Half.com hadwillful ly infringed two of thethree
paents ard in AugustthejudgeorderedeBay to pay
$29.5million in damagesbut dedined to orderan
injunction shutthg downthe online auction’s useof the
feature.

In March 2006, the FederalCircuit courtaffirmed the
trial court’s finding of paentvalidity andinfringement.
But the cout reversedthe trial court’s decison denying
injunctive relief.

OnMay 15, 2006,the U.S. Suprene Court announced
its decision in eBay v. MercExchang, unaninously
holding thatthe FederalCircuit court erredin enforang
avirtually caegorcal preferene for permanent injunc-
tionsin paentcasesanddirecing it in thefutureto
requirethe plaintff to passasit mug in othe fields of
law, a four-factortest:“(1) tha it has sufferedan
irreparableinjury; (2) thatremaliesavalable at law,
suchasmonetarydamagesareinadequag to compen
satefor thatinjury; (3) that,consdering the balance of
hardshipsbetweenthe plaintiff and defendant,a remedy
in equity is warraned; and(4) thatthe public interest
would not be disservediy a pemanet injunction.” =
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Copyrights

For dl its undenale cultural impact, copyright is
essatially abou commercelt protectsnotonly writers,
composes andattists, but also mapmalers data compilers
ard sdtwaredesgners. The U.S. Copyright Act capiures
all this value by grantingfive exclusive rightsto copyright
owners: therights to reproduce their works, to adaptthem
ard to publicly peiform, display and distribute them.

Howthe Movie Studios Used Copyright to Tame
Their Distribution Partners

The history of the motion picture indugry’s encainters
with newtechaoges from television in the 1940sard
1950sto TiVo at the tumn of the 21st centuy, teackestwo
importart lessons about the use of copyright to navigate
relationshpswith future distribution partrers. One is that
beausecopyright fogers production of competing
works no copyright owner canhope to control the spigot
that releases contert to distributors. The seond les®nis
that in law, asin life, timing is everything.

Howthe Computer Industry Used Copyright to
Fight for Market Share

Three central copyright rules— therule thatcopy
right proteds expression but notidess, therule thata
work must be origind to be copyrightable, and the fair
usedoctine— proved dedsive in resolving conflicts
between companies like IBM, Apple and SegaThese
companies soughtthroughcopyrightto control accesso
their established operding sysem platforms, and,onthe
otherside, produces of compeing andcomplemenary
equipment sud asFuijitsu Limited, Franklin Compuer
and Accolade, Inc., that sought access for their equip-
mentto those platforms.

Why did copyright becanethe principal vehcle for
sdtware protecion through the 1980sand 1990s? One
reasan isthat ill-fitting ascopyright was othe intellectual
propetties — paterts andtradesecrets— wereevenmore
deficient. And although proposals abourdedfor laws tai-
lor-mack to the specific charateristics of sdtware, they
lackedthe pedgreesof historical validation andinterre-
tional aceptance

The greatest casudty of the software batles—
dubbel “softwars” — was copyrightitsdf, andnot
because thejudida decisionsin any way injuredcopy
right principle (they did not) but becausethe debate
ignited a newand still enduring skepticism aboutthe
value of copyright tha was unprecedented. Any busk
ness — whether it is a produe@r or user of copyrights—
thatprodu@sor distributes copyrighted contentshould
attendto this newdiredion in thelaw. =
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Tr ademarks

Althoughtrademarlaw’s origins and legitimacy lie
in its protectionof consumersthe law hasawaysand
ines@pablyproteced producersas well, giving them an
incentive to investin differentiating their productsand
brandsfrom thoseof competiors The great rewvolution
in tradenark law hasbeento elevate this incidental pro-
tection for producersnto a full-fl edgel propertyright
— much like a patentor copyright— thathasonly the
mog attenuatedconnectionto consuner confusion,and
someimesno connecton at all.

The UseRequirement

Tracemak rights in the United Staesrequiretrademark
use ard the company thatis first to useits brand in con
nection with goods or servicedn the marketpla@ is the
compary thatgetsto ownit. The use requirementeffec-
tively peralizesfir stadoptersvho lack the resourcesor
busiressmotive to immediatelyenterall of the natural
markets for their brands.

Howe\er, the use requirementlso rewardspredatas
that wait for goodwill to developaroundanothe compa
ny's brandin one marketandthentrade on the brands
value by introducing it onanew produd in a different
maket Thisis possiblefor the preddorsaslong as con
sumers arenot confusedasto soure of the brand.

Useand Abandonment: The McDonald’s Dilemma

Unde thetrademarkdoctrine of abandonmat, a
brand-nameownerthatfails to proceed promptly
aganst a seconduser,evenonein adistant produd or
servie line, faces therisk thatit will loserightsto its
brand notonly in the distantmarket, but alsoin the mar
ket whereit first acquired goodwill.

McDonralds swccesful lawsuitagainst Quality Inns
Intemational’'s“McSleep” economyhotds illustratesthe
legd dimendon of atenptsto protect againstrademark
abardonmert. Quality Innsmadefour argumentsto sup
portthe useof the “Mc” prefix for its newchain,butthe
cout rejectedeachone.AgainstQudity Inn’s argument
tha thenameM cSleep”would not confug consumers
into thinking McDonald’s wasoperaing or franchisingthe
new chain, the court relied on surveyresultsin which more
than 20 percert of respondentgave“Mc Donald’s” asther
ansver to thequedion, “Who or whatcompanydo you
beleveownsor operatesthe hotd caled McSleeplnn?”

The courtobsevedthatMcDonal’s had obtaned
registrations for a rangeof useswider than justfood
servies— including “McStop” for interstatetravd

For additional information on the McDonald’s suit against Quality Inns,
go to: http://my.summary.com
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plazasand “M cShutle” for groundtransporation —
and had named its own healquaters hotd “McLodge’.
This effectively gawe the company a “family” of marks
unde the"Mc” prefix and conse@uenty afirstclaimon
othersuch uses.

Avoiding abandonnentrequiresmore of brandowners
thanjug monitoring uses and registations of their
marksin markets wherethey may somedaywantto use
the marks themsedves. Yet suing to enjoin an unauthe
rized useof a brandname can haw adverseconse
quences for the company’s pulic relations

Trademark owners also suffer amother comparative dis-
advantagein their dealings with unautorized users
While a patentor copyright owner will frequenty erter
into alicerse with aninfringer and thus expard its mar
ket, atrademark owner, like McDonald’s in the McSleep
case will be concemed that such alicensemight bring
its brand into the wrong market at thewrong time.

The Distinctivenes Requirement

Trademark law protects a brand only if andto the
extentthatthe brand distinguishes or at leastis capbe
of distingushing, the goods or services of one company
from those of andhe. Yetto give one company exclusive
rightsin evena partially suggestive termmay depive a
conmpditor of words thatit needs to describe its own
produd acarately. TheU.S. Trademark Act recanciles
the competing intereds of the two comparies by bariing
registration for marks that, whenusedin connectian with
theapplicant’s goods or services are “merely descrip-
tive” of them, unlessthe mark “hasbecane distinctive of
the applicant’s goodsin commerce’”

Distinctivenessand Genericide

The greattradenark risk for a consumerbrand company
today is not thatits chosentrademarkwill beinsufficiertly
distinctive to qualify for protection Insteadthe risk is that
in promoting its mark andacauiring distinctiveress, the
compary may alsosucceedn identifying the market with
theclass of goodsgererally— “Thermos” say,becaning
the gereric term for a vacwme-insulatedbottle— thereby
forfeiting ary trademark rightsin theterm. Trademark
lawyers cdl this “genericice.”

TrademarksWithout Confusion

Tradanmark law moves slowly, and for decadesthe
law’s userequirement, confining a brand owner’s exclu-
sive rightsto the goodsor services tha the company
actualy marketed, stood as an obstcle to protecton for
broade-reaching corporde brands.Findly, in 1995,
Congres amendedthefedaa Trademark Act to provide
aremedy for the dilution of “famous” marks.
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Wheretrademarkaw traditionally requiresa brand
owner to prove thata conpetitor'suse of its mark con-
fused consumersnto purchasinghe compditor’'s prod
uct rathe thanits own, the Initial Interest Confusion
Doctrine todayholdsthatit is enoughfor the brand
owner to showtha consumersvere initially confusedas
to the souce, eventhoughtheir confuson was dispelled
by the time they madetheir purchae

Mapping Trademak Change

At the end of a centuryof doctrinal expansion brand-
name protectionin the United States today conssts of
two separatebut intertwined strands One rootedin the
economicof information, seeksno morethan to secure
consumes’ expectaions aboutthe sourceof goodsand
servies The other alignedwith the economic of pub-
lic goods,sesksto protectbrandsfor thar own sake,
mudh aspatentlaw protectsinventionsandcopyright
law proteds entertanmentand information. m

Tr ade Secrets

At leastthreecontemporaryforces, noneof themlikely
to be reversed promiseto testtradesecretlaw's bound
ariesover the coming years.Oneis theincreased paceof
emgoyeemobility, notonly in high-technologyindustries,
ard not only in the United States. Semnd, the use of
licensegto profit from the scalaility of intelledual as®ts
— along-standng practiceamongpatent, copyright, and
trademark owners — will requirecrisp boundanylines to
replace the behaviorally blurrededgesof trade secret
asstsif theseasses areto supportfluently administered
licensesThird, where tradesecrée law presently drawsfor
its contenton regonal aswell as industrynorms— andin
the United States,on therulesappliedby the 50 states—
globalization will require harmonizdddinitionsof rights
that canbe easly licensedacros bordes.

Trade Secetsas Compettive Strategy

No cas beter ill ustrateghe use of civil and crimind
tradesecret litigationasa harshcompettive tool than a
1995lawsuit filed by Silicon Valley softwae produr
CadenceDesignSystemsaganst start-up rival Avant!.
In Novenber1995,ArcSys,which hadgonepublicin
Junel995,mergedwith Integated Silicon Systemdnc.
to becomeAvant!. Two montslater, local police and
FBI agentsseachedAvant!’s healquartes, wherethey
seizdanelectroniclog indicatingthatoneof the four
exeativeswho hadleft Cadene in 1991 hadtakenwith
him a copy of abasc place-and-rout@rogram.Within
24 hours Cadencdiled a civil suit againstAvant! alleg
ing misgppropriaton of tradeseaetsaswell as copy-

6
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Secretsand Crimes

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.

rightinfringement, unfar compdition, conspracy,
breach of contract andfalse advertising.

The criminal casecameto an endon May 22, 2001,
four yeass after the district attorney’s office firstfiled
chamges,with all of the defendants entering into plea bar-
gains with the prosecutor, including a dismissd aganst
one of the defendants, jail sentences for four and a prison
term of up to six yeas for anothe. In additionto Avant!’s
agreenentto pay $27 million in fines and $1904 million
in resttution to Cadence, oneexecutive agreedto a $2.7
million fine, but recdved nojail time. In retumn for the
parties ageement to dismissall pendngcivil claims
against each other, Cadence received $265million.
Adding in $47 million for setlement of a shaelolder
sut, Avart!’s totd liability amountedto morethan hdf a
billion dollars.

The Evaving Contours of Trade Secret Law

Shorter job tenureandhighe employee mobility in
the United Staesand elsewhee will not only weaken
historic normsof secrecy and bondsof loyalty, it will
aso increase the indination of courts to overturn non
compete covenaits tha they might hawe toleratedin
times of long-tem employment. Global marketswill
aso place new, possbly unsustanabk demandsona
trade secret law tha dependsso heavily on the pecular-
ities of regional norms and the relations between
employersand enployees.

Budnessmethod patents, which have fl ourished more
vigorougy in the United Statesthanelsewhere, canbeg
be undestood asalegal reponse to frustrations over the
limitat onsof trade secret law in supporting the exploita-
tion of sudh valuale busines methaods as stack hedging
strategies and tax-reduction tecmiques Copyright, too,
hasmoved into tradesecret territory.
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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.”

Mapping Trade Secet Change

Bed practicefor companytradeseaets is to watd
outfor the breach of securty normsand to actquickly
whenthey occur.Smarttradeseaet prectice also means
paying closeattenton to evolvinglegalregimesin an
attenpt to exploit traditional secret information without
therequirrmentsof secrecy— for exanple,using
paentsand patentlicensego exploit businessnethods
andpracticesformerly protecedby tradesecet law, and
being alert to otherlegaldoctinestha over the coming
yearswill inject propertyike rightsinto whathaslong
beenthe domainof normsandrelationships. m

Int dlectual Asses on the Internet

If thedefiningattributeof intelectual as®tsis that
they canbe usedby countessnumbes of consumers
acros nationa bordersandneve be exhauged, thenthe
Internetmay be thefirst distribution technologyto fully
capturethis uniquequality. It is, of course this unfet
tereduse thatrepresentshe Internd’s gredestchallenge
to intellectual assets.

Patents on the Internet

The enforcenenthistory of U.S. PaentNo.
5,960,411 for asysemof “1-Click” online purchases,
grantedon Septenber28, 1999to Amazon.om founder
Jeff Bezosanda numberof co-invenors, il lustraeshow
potent an Internetpatentcanbe asa compditive
wegoon. The Interret not only suffersfrom overbroad,
low-quality patentsput alsooffers an unpardleled vehi
cle for challengingthem

Copyrights on the Interngt

In 1998,Congresstruck a copyrightbdanceby insu-
lating Internetservice providers by carving out “sde
harbors” to protectthe providers from monetay liability
solong asthey comply with presribed condtions.One
conditionis thattheyimplementa policy to terminae
any uses who arerepeatcopyrightinfringers.Anothe
is promptremovalof copyrightedmateial assoonas
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the service providerreceved notice thatit is infringing.

Few copyright owners or Interret service providers
today object to the safe harbor provisions, for they have
sofar effectively balancedthe relative needsand ahilities
or eadh to parol andcontrol onlineinfringemen. But if
copyright owners have acceed the pradical degrability
of the® safe harbors, they have grown increasingly con-
cerned ove the logic of the expediencethey embady, a
logic tha could entirely trandorm copyright law — ard,
for thatmater, patent ard trademark law — froma
propety system that requres individuals to seekpemis-
sion to use a particular intellecual asset, to a systemthat
effectively cads this assd into the public domain free
for use by dl, unless the assets owne specifically
requeds that they be excluded

Trademarks on the I ntemet

Trademak law at the end of the 20th certury corsisted
of two strands one studded with age-old doctrinesto
proted consumers againg confusion as to the source of
goodsand sewices the other advandng new doctrinesto
proted brand-name owners agginst the unauttorized use
of therr marks, whether or not consumers are confused

Domain names were thefirst battlefield. Seardh devices
swch asmetatags and keywordsoffer more varied opporu-
nities for diversionary use The nextbig queston for brand-
name companiesand thar compeitors is whether these
exparsionaty rulescrafted for the Internetwill migrate
from this seting into trademark law’s mainstreamand con-
tribute to the broadening of trademark law generaly.

Mapping Intellecual Assé¢ Change on the I ntemet

Any intellecual as&t compary that does busines on
thelntemetwill, over the coming yearsencounter two
irreversible fads: The Interret haschangel intellecual
property law, andintellectualpropety law has charged
theIntemet Companiesneedto monita such chargesnot
only onthe Intemet— the settingwherethey arose— but
in the bricks-ard-mortar world aswell, for precedns
eshlishedin one setting inexapably migrateto cages
decided in other settings m

For additional information on Amazon.com and the 1-Click suit,
go to: http://my.summary.com

| ntellectual Assets in
| nternational M arkets

Even the most sgphisticated companies encaunter legd
suprisesin their foreign venures, paticularly if a com-
panyis hakituatedto someimesidiosynaatc U.S. intel-
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lecdual propety rules. Carefuldrafing of intellectud
property licensescan injectsome degreeof certainty into
trarsborder conmerce. Of cours, conractclauss govern
only the condud of the contacing paries, notinfringers,
whose conduct will insteadbe contolled by thelaw of

the cowuntry where the allegedinfringemat occurred.

Territ oriality and the Trade Economics of
Intellectud Assets

A centuries-otl principle — territoriality — drivesnot
only thelaw, butalsothe economicsof internaional pro-
tectionof intellectualproperty. For protectionabroad,
Americanintellectual assebwnersmustlook to the law
of the countryin which the assetis being explated.

Ingeadof chdlenging theterritoriality principle,a
cowntry tha is anetintellectualproperty exporte could
enterinto a bilaterd treay with anetimporte, obligaing
it to extend strong protection to foreign intellectualassés.

Multilateral Treaties

In the caseof copyright, dissdisfaction with thesebilat-
eral treaies ultimately led to the adoption in 18860f the
BerneConvertion for the Protecion of Literary and
Arti stic Works, a mutil ateraltreaty with Belgium, France,
Gemany ard the United Kingdom,but notthe United
States,amang theinitial signdories.

TheBerne Convention foll ows on the heds of the Paris
Convention for the Protectiorof Indudrial Propertyadoyi-
edin 1833 asthe multilateal convention for paents,trade-
maiks and unfair compeition, follows the principle of
naiond treatmen

The World Trade Organizaton’'s Agreament on Trade-
RelatedAspeds of IntellectualPropery Rights (TRIPS),
adqotedin April 1994 aspartof anagreemenamending
the Genea Agreenenton Tariffs and Trade, expresly
incorporates the minimum standads of the Berneand
Pais corventions and addssubgantial minimumstan
dards of its own, includingstandarddor enforcenent.

Harmonizing and Diverging Tendenciesin
National Laws

The Americantilt towardformalities and limited
rights stemsfrom the util itarian tradition thatundelies
U.S. copyright law, while theinclination elsewhere
towardrigorous,formality-free rights traces to the
Europea precept thatanauthorhasa natural right to
protecton for the producs of his mind. Indeed,
Europeascommony referto theserightsnotonly as
copyright, but as“author’s right” Doubtlessthe most
powerful harmorizing force— and, not coincidentdly,
aforcethatis respondile for increasing levelsof copy-
right protection worldwide — is tha the comnunity of

copyright owne's crosses
naiond boundaies.

All naionaltradenark sys-
tensfollow the principle thata
brard shauld beregsteredif it
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signifies, or hascome to signify,
asingle saurce.However, where
Americantradenark law
acceps asregisterabke every-
thing from the shapeof a pack
ageto a hardful of muscal
natesto a fragranceapgiedto
saving thread othercountries
have beenslow to allow newer
forms of marksin ther regsters

Before TRIPs,few counties
enforcedtrade secret protection
as robusty asthe United
States;most other nations gen-
erally relied on such broad
rubricsasunfair compettive
practices and the Pais
Convertion standards of “hon
est practices in industrial or
commercia maters” to proted
confidential information.

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.

. 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.

Mapping Changein the International Arena

Evolving globd conpliance with TRIPsstandards
holds out three prospets to American companiesthat
seek to exploit their intellectud assés abroad.First,
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because TRIPsgenaally embodies the high standard®f
U.S., European and Jgpaneseintdl ecual propery laws,

an American company canincreasngly expectthe sane
highlevd of protection abroal asit doesat home.

Seond, becausethe new standardswill be not only
high but roughly uniform, a company will encouner
fewer legd surpries than in the past. Third, asthelegal
playing field between dewelopad and deweloping
economeeslevds off, intellectud propety protecton
will disgppear as a source of compardive advanagefor
devdoped countries and companies will beginto weigh
other compaative advantages when deciding whereto
exploit and devedop their intellectud assds.

Whateve itsimplicaions may be for the American
economy this newly “flat” world offers significant
invegment opportunties for American and otherintel
ledual aset companies, notonly in recenty devebped
economieslike that of Singgpore— which hasbecone
an important world center for stem cell research— but
also in deweloping economies like China’s. =




