Discussion Draft v. 1.0 - August 4, 2006

Please Do Not Cite or Quote

Discussion Draft v. 1.0 – Please do not cite or quote

Vol. ##]
Intellectual Property for the 21st Century
6

Intellectual Property Law for the Twenty-First Century
Michael W. Carroll*
I. Introductiontc \l1 "Introduction
During his career as head of the central bank of the United States, Alan Greenspan gave public speeches on a number of topics important to the overall health of the U.S. economy, including interest rates, the supply of oil, and the state of the housing market.  In a pair of speeches in 2003 and 2004, Chairman Greenspan turned his attention to the role of the intellectual property system in the economy, reflecting the increasingly important nexus between the law, innovation, and economic growth.

His remarks reflected the standard economic view of intellectual property rights, under which the law grants patents to inventors and copyrights to authors to encourage investments in technological and cultural innovation.  While addressing an appropriability problem faced by innovators, these intellectual property rights create a different problem by supplying rightsholders with powerful weapons against end-users, direct competitors and follow-on innovators who seek to bring socially beneficial innovations to market.  To promote progress and economic growth, intellectual property law must strike a balance, providing sufficient incentives for innovation without unduly stifling the efforts of follow-on innovators or the liberties of end-users.

In his remarks, Chairman Greenspan focused his attention on the growing importance of “conceptual outputs” to the nation’s gross domestic product.
  To economic and legal analysts he posed the right question:  “How appropriate is our current system – developed for a world in which physical assets predominated – for an economy in which value increasingly is embodied in ideas rather than tangible capital?”
 Answering this question is the challenge for the twenty-first century, he suggested.
Accepting this challenge, this Article demonstrates that from the legal perspective the analytical framework for the new century must center on the strengths and weaknesses of a one-size-fits-all approach to intellectual property policymaking. Focusing on patent and copyright law, this Article proposes a general framework for analyzing when intellectual property rights should vary according to industry or technology.

This Article first establishes that uniform intellectual property rights are theoretically problematic because they are a single solution to the increasingly varied problems that innovators face.  And, in many cases, the market can not solve the problems caused by a poor fit between what the law gives and what innovators need.  Consequently, patents and copyrights ideally should be differentiated according to industry or technology to respond to this mismatch.

However, three significant challenges limit the possibilities for a system of differentiated intellectual property rights.  First, policymakers must obtain sufficient information about how these rights should be varied.  Second, even if such information is available, policymakers must be able to fashion rights that legal institutions are competent to administer efficiently.  Finally, even if differentiated rights can be shown to be theoretically desirable and practically administrable, creating differentiated rights must also be politically feasible.
Currently, the rights granted to innovators by patent and copyright law are largely uniform, but some differentiation has taken place.
  Increasingly, pressure has been building to increase differentiation with respect to patent law’s application to biotechnology, software, and business methods and copyright’s application to music and motion pictures.  As a practical matter, those who argue for greater differentiation bear the burden of persuading policymakers to follow this course.  But how is a policymaker to assess whether this burden has been carried?
This Article argues that the proponent of differentiation bears the burden to show that: (1) uniform rights are hindering innovation with respect to a particular industry or technology and that a suggested adjustment will encourage innovation; (2) it is possible to differentiate patent or copyright law in an administratively stable fashion; and (3) it is politically feasible to implement such differentiation.

II. Uniform and Differentiated Rights in Patent and Copyright
To set the foundation for the discussion that follows, a brief survey of uniformity and differentiation in modern patent and copyright law is in order.  Intellectual property rights have three dimensions: subject matter, scope, and duration.  The subject matter of intellectual property potentially is all information.  Scope defines the actions that the rightholder may engage in lawfully with respect to protected subject matter, the actions of others for which the rightholder may seek legal redress, and the remedial rules specifying available redress.
 Duration is a relevant dimension because the U.S. Constitution requires that federal patent and copyright rights be limited in time.

Intellectual property rights are “uniform” when the subject matter is broadly defined and the scope and duration of rights is the same for all protected subject matter.  Rights are “differentiated” when scope or duration varies depending either on the classification of the work or invention along industry-specific or technology-specific lines, say, as computer software, or classification of the initial rightholder (e.g., whether the rightholder was a government employee or used public funds to create the protected information).  Rights can be, and have been, differentiated along a continuum of abstraction.

In the most abstract sense, the subject matter of intellectual property law has been differentiated because it does not include all information.  Even when the law makes some distinction between protected and public domain information, that distinction could be captured by a single set of intellectual property rights.
 From this perspective, differences in the rights granted by copyright and patent law, respectively, represent a form of differentiated protection driven by the relative differences in functionality and expressiveness in patentable and copyrightable subject matter.
 For purposes of this Article, the baseline for measuring uniformity will be the now-traditional copyright/patent distinction: Rights are (uniform( if the standard rights under patent or copyright apply and are (differentiated( if these have been varied for particular subject matter or for particular initial rightsholders.  The remainder of this section first identifies institutional options for differentiating rights and then focuses on the current state of legislative differentiation to illustrate the current balance of uniform and differentiated entitlements in intellectual property law.

A. Institutional Options for Differentiating Rights
Members of all three branches of government can play a role in differentiating intellectual property rights.  It should be no surprise that differentiating rights by legislation is the most powerful form of adaptation since Congress is the source of these rights.  Legislative differentiation in its most assertive form disaggregates information from patent or copyright altogether and designates it as subject to sui generis rights.
 Currently, this approach has been taken with respect to semi-conductor chip masks and boat hull designs. While most legislative differentiation has as its goal creating differential treatment, some provisions, such as those applicable to the term of patent for certain pharmaceutical drugs are aimed at overcoming differential treatment caused by regulatory approval processes and making the effective term of protection uniform.

Less well recognized is the practice of judicial differentiation.  As discussed in Section III.B., infra, rights under patent and copyright have to be interpreted and applied in context, and in this sense the rights always are differentiated for particular subject matter to some degree.  For purposes of this Article, judicial differentiation requires more systematic differentiation in the application or interpretation of formally uniform rights.  The effectiveness of judicial differentiation for making intellectual property law more context-sensitive depends on the dimension of rights being adapted.  With regard to subject matter, courts have a certain amount of discretion to determine whether a work is sufficiently original
 or to draw the line between unprotected idea and protected expression.  Similarly, determining whether a process is protectible
 or whether a biological organism is a (machine,( a (manufacture( or (composition of matter(
 requires the exercise of interpretive discretion through which the courts can tailor protection.
As with subject matter, the scope doctrines under both patent and copyright law delegate to courts substantial discretion that can be exercised to tailor the balance of incentives and access for specific types of information.  With regard to duration, however, the courts have little discretion to tailor the term of protection directly.  Nonetheless, some commentators have shown that courts can use their discretion over scope to limit or enhance the effective duration of protection.
  When courts disagree with a legislative judgment to tailor protection, judicial interpretation also can be used to make intellectual property rights more uniform by subverting legislative differentiation.

Administrative differentiation has been implemented to limited degree. Administrative differentiation has greater potential effect in patent law because protection does not commence until the United States Patent and Trademark Office (“PTO”) has issued a patent, and differentiation can be accomplished during the examination process.  As with judicial differentiation, mere differential treatment - such as the issuance of patents for obvious software inventions because of the absence of prior art - does not amount to administrative policy to alter the subject matter or scope of protection to better balance incentives and access.  The PTO(s examination guidelines for biotechnological inventions or business method patents, on the other hand, reflect a differentiated interpretation of the requirements of patentability.
  

In copyright law, Congress has delegated limited differentiation authority to the Copyright Office.
 For example, the Copyright Office(s determination that the deposit requirement for source code should be altered to enable copyright owners to enjoy both copyright and trade secret protection is a differentiation of copyright law(s disclosure function.  The Copyright Office has made the judgment that incentives are more important than access for software and implemented that within the discretion granted by the Copyright Act.

Five sources of law specify whether U.S. intellectual property rights are uniform or differentiated: (1) the U.S. Constitution; (2) international obligations; (3) statutory entitlements; (4) judicial opinions refining the contours of those entitlements, and (5) administrative adjudicatory and regulatory interpretations of those entitlements. The Constitution grants Congress power to enact patent and copyright laws, and Congress has provided some form of patent and copyright protection since 1790.
  More recently, the United States has committed itself to exercise that constitutional authority subject to copyright-specific and patent-specific multilateral, international agreements administered by the World Intellectual Property Organization.
 Overarching and reinforcing the obligations under WIPO agreements are those self-imposed by the United States as a party to the Agreement on Trade-Related Aspects of Intellectual Property Rights ((TRIPS().
 The current statutory entitlements reside in the Patent Act of 1952, as amended,
 and the Copyright Act of 1976, as amended.
 The federal courts have exclusive jurisdiction to enforce these entitlements,
 with the U.S. Court of Appeals for the Federal Circuit and the United States Supreme Court sharing exclusive appellate jurisdiction over well-pled complaints arising under the Patent Act.
 Finally, the United States Patent and Trademark Office  (“PTO”) has administrative responsibility for examining and issuing patents pursuant to the Patent Act; whereas, the United States Copyright Office issues copyright registrations, subject to minimal examination, and performs other tasks delegated by the Copyright Act. Taken together, these sources of law require that patent and copyright entitlements be uniform in some respect, be differentiated in others, and they grant judicial and administrative officials a range of interpretive discretion to enforce these entitlements either uniformly or in differentiated fashion.

B. Patent Law 

Rights under U.S. patent law are largely uniform.  Some features of the law are designed to reduce the social costs of this uniformity, but the problem of uniformity cost has been exacerbated by recent international commitments that limit policymakers’ flexibility. TRIPS and the Paris Convention generally establish a set of uniform patent rights that member states must grant, but both agreements either differentiate the minimum requirements for some subject matter or, more often, grant member states discretion to tailor patent rights.  The Patent Act grants largely uniform rights, although Congress has exercised its discretion to create differentiated rights in some important instances.

1. Uniform Entitlementstc \l3 "2. U.S. Treaty Obligations
  Subject Matter. TRIPS demands that inventors receive protection for (any inventions, whether products or processes, in all fields of technology, provided that they are new, involve an inventive step and are capable of industrial application.(
 Largely tracking this requirement, the Patent Act grants utility patent protection for any novel, non-obvious, and useful process, machine, manufacture or composition of matter.
  Though uniform, the legal standards defining subject matter  are flexible.  Recently, the courts have used this flexibility to extend patent protection to inventors of living organisms,
 methods of doing business,
 and software.
 With respect to the other subject matter requirements, an invention is “useful” if the invention performs as the inventor specifies and if the utility of that performance is specific, substantial and credible.
 An invention is novel if it is not “known or used in this country, or patented or described in a printed publication in this or a foreign country.”

Non-obviousness is the subject matter doctrine that does the most work in striking the incentives/access balance in patent law. An invention is unpatentable “if the differences between the subject matter sought to be patented and the prior art are such that the subject matter as a whole would have been obvious at the time the invention was made to a person having ordinary skill in the art [PHOSITA] to which said subject matter pertains.”
  When assessing non-obviousness, courts must consider context-specific information:  (1) the scope and content of the prior art; (2) the differences between the prior art and the claimed invention; (3) the level of ordinary skill in the pertinent art; (4) secondary considerations such as commercial success and long-felt need in the art.
  Commentators generally agree that the Federal Circuit elevated the stature of these “secondary” considerations, rendering them central to Section 103 analysis.
  [Add discussion of KSR]
Scope. The scope of patent rights is defined uniformly for most types of invention, but the legal standards defining scope require flexibility in judicial application.  In the United States, the scope of patent law has been quite uniform from inception.
  A utility patent gives its owner the rights to exclude others from (1) making, (2) using, (3) offering to sell, (4) selling, or (5) importing the invention in the United States during the term of protection.
 A few statutory exceptions permit certain classes of users to use certain types of invention without liability,
 but otherwise patentees all enjoy the same rights of exclusion.  
The patent entitlement is protected by both a property and a liability rule.  Patent owners are eligible to receive preliminary
 and permanent injunctive relief.
  Until recently, property rule protection was presumptively available except in the rare cases in which the balance of equities favors the defendant.
  The Supreme Court has rejected use of presumptions and has reiterated that case-specific balancing is required.
 The liability rule that protects the patent entitlement sets a “reasonable royalty” as the floor for damages,
 but measuring actual damages in litigation has become an increasingly complex and costly undertaking.  In general, patent owners seek to be compensated by one of three measures: (1) lost profits; (2) reasonable royalty; or (3) a combination of (1) and (2).

Duration. As a formal matter, the duration of patent rights is quite rigid.  TRIPS requires that patent rights endure for twenty years from the date the patent application was filed.
 The Patent Act implements this requirement, adding a condition that the patent owner pay maintenance fees at three intervals.
  The term of an individual patent can be adjusted if certain kinds of delay in processing a patent application occur.


2. Differentiated Entitlements

Subject Matter. The international obligations of the United Sates permit States to tailor the subject matter if granting protection would violate public morality, pose a health threat or threaten the environment.
  More specifically, the United States may deny patent protection in the health and biomedical science industries for therapeutic, diagnostic or surgical processes and for plants, animals, microorganisms and biological processes for producing plants, animals, and microorganisms.
  Finally, one WTO panel has declared that “[A]rticle 27 does not prohibit bona fide exemptions to deal with problems that may exist only in certain product areas.”
  Plant varieties (i.e. sexually-reproducing plants) are to be protected by the uniform rights under patent, by sui generis rights or by any combination thereof.
  Similarly integrated circuit designs are subject to sui generis protection.
  In addition to the power to tailor de jure, member States may retain even broader differentiation discretion by fashioning formally uniform requirements that function as de facto differentiation provisions.

Congress has differentiated patentable subject matter in a few instances.  If an invention is classified as a “design,”
 “plant,” 
 or “plant variety,”
 differential rights are available. In addition, Congress has ordered that no patents be granted for “any invention or discovery which is useful solely in the utilization of special nuclear material or atomic energy in an atomic weapon.”
  With respect to biotechnology, Congress adopted a measure to expand the patentability of certain biotechnological processes,
 but subsequent judicial interpretation has rendered this differentiated provision largely irrelevant by extending this protection to all utility patents.

A more uncertain issue is whether formally uniform provisions have been judicially or administratively differentiated in application.  In terms of categorical exclusions from patentable subject matter, the interpretive bars to the patentability of software, living organisms and business methods have been removed.
  Potentially, the only remaining categorical judicial or administrative differentiation of subject matter may involve cloned human beings.

Commentators dispute whether judicial and administrative application of the flexible subject matter doctrines discussed in Section III.B., infra, amount to differentiation.  Professors Burk and Lemley assert that the Federal Circuit has applied the PHOSITA-based eligibility doctrines in technology-specific fashion to software and biotechnology inventions.
 They argue that the Federal Circuit has not explicitly chosen to tailor patent law in this way, but that it should.
  Others resist the call for judicial differentiation.
 The PTO also arguably applies the Patent Act in differentiated fashion.  For example, evidence shows that potential patentees in certain industries encounter more demanding prosecution than others, and that this is a relatively recent development.

Scope. Under TRIPS, the United States may tailor the scope of rights by (provid[ing] limited exceptions to the exclusive rights conferred by a patent, provided that such exceptions do not unreasonably conflict with a normal exploitation of the patent and do not unreasonably prejudice the legitimate interests of the patent owner, taking account of the legitimate interests of third parties.(
  The Paris Convention specifies that compulsory licensing is a permitted form of differentiation scope under certain conditions.
  Finally TRIPS establishes a set of minimum conditions that apply to measures that tailor scope by permitting certain uses without the patent owner(s authorization.

Congress has differentiated patent law’s rights to exclude others from making, selling, offering to sell, using, and importing an invention in response to specific developments in certain industries. The provision with the greatest economic significance probably is the Hatch-Waxman Act’s immunity for a generic drug manufacturer’s use of a patented invention to pursue regulatory approval for a drug to compete with a patented drug six months prior to the patent’s expiration.
 Also significant is the Bayh-Dole Act, which permits federal grantees to pursue patent protection for inventions created with the support of federal funds but limits scope by providing the government with “march-in” rights.
 This differentiation measure is specifically aimed at reducing uniformity cost.  Federal grantees combine direct investment with patents to earn a return, and are differently situated from an inventor seeking to earn a return solely through a patent premium.  With respect to process patents, Congress has created defenses that limit scope for medical method claims and business method claims in response to perceived uniformity costs.

Duration.  TRIPS does not permit reducing patent duration below the 20-year term.  Congress has differentiated patent duration by extending the 20-year term only for inventions subject to regulatory approval prior to commercialization.  This differentiation measure arguably has as its goal to promote uniformity because its goal is to compensate for regulatory delay, providing pharmaceutical patent owners with roughly the same duration of effective protection as other patent owners enjoy.

C. Copyright

The United States( treaty obligations impose a baseline of uniform rights under copyright that are supplemented by some required differentiated protections and the option to further tailor rights in a number of respects.


1. Uniform Entitlements

  Subject Matter. TRIPS and Berne require that copyright protection extend to (every production in the literary, scientific and artistic domain, whatever may be the mode or form of its expression,(
 excluding ideas, procedures, methods of operation or mathematical concepts.
 Unlike patent law, copyright law’s subject matter was legislatively differentiated until the beginning of the twentieth century. In the Copyright Act of 1976, as amended, Congress departed from the differentiated approach to subject matter, broadly granting copyright to any original work of authorship fixed in any tangible medium of expression.

The threshold for originality is set as low as the Constitution allows.  A work is “original” if it was created by the author rather than copied from another source and if the work reflects a modicum of creativity.
 Courts have found such originality in a commercial photograph of a vodka bottle,
 in blank forms,
 county tax maps,
 and have suggested that a seven-note measure in a musical composition is potentially original.
  A work meets the fixation requirement “when its embodiment in a copy or phonorecord, by or under the authority of the author, is sufficiently permanent or stable to permit it to be perceived, reproduced, or otherwise communicated for a period of more than transitory duration.”

Scope. The United States’ international obligations are scattered among different agreements.  Broadly speaking, the scope of uniform rights includes the exclusive rights to reproduce
 and adapt
 a protected work.  In addition, authors of most classes of work for which it would matter have the exclusive right to publicly perform, communicate or recite a protected work.
 The scope of rights is circumscribed by a user’s privilege to quote the copyrighted work.
 The WIPO treaties add an exclusive distribution right,
 and require the creation of (paracopyright( protections for digital rights management technologies.
 Finally, Berne requires member states to enforce moral rights,
 but TRIPS does not incorporate this provision.

The Copyright Act broadly grants the owner the exclusive rights to authorize or to (1) reproduce in copies, (2) adapt, and (3) distribute copies of the work. 
  These rights extend to literal copies of the work and to non-literal copies that are substantially similar to the rightholder(s work.
 The right to prepare derivative works also grants the owner the power to appropriate without liability any unauthorized improvements that are derived from or substantially similar to the copyrighted work.
  In the basic entitlement, Congress has differentiated scope by extending to owners of only certain classes of works the exclusive rights to (4) publicly perform,
 or (5) publicly display
 the copyrighted work.  Collectively, the exclusive rights under copyright for all classes of subject matter are limited by a series of provisions, most notably fair use
 and first sale.

The copyright entitlement is protected by a property rule and by two liability rules. A copyright owner is entitled to temporary and permanent injunctive relief “on such terms as [a court] may deem reasonable to prevent or restrain infringement of a copyright.”
  The copyright owner can receive compensation in the form of actual damages.
 These include the portion of the infringer’s profits attributable to infringement and not otherwise captured in the calculation of damages.
  In lieu of actual damages, the copyright owner can elect to receive statutory damages in the range of $750 to $30,000 for each work infringed, with possible trebling for willful infringement.

Duration. The duration of protection under Berne and TRIPS must be at least the life of the author plus fifty years.
 Under the Copyright Act, the term of copyright depends upon its date of creation.  Until 1976, copyright law divided duration into two terms. Works created on or after January 1, 1978 are subject to a unitary term.  Until 1998, that term coincided with the life-plus-fifty term required by the Berne Convention.  Now, authors receive copyright protection from the moment a work of authorship is created until seventy years after the author(s death.
  If a work is anonymous, pseudonymous or is a work-made-for-hire protection lasts for 95 years from the date of publication or 120 years from the date of creation.


2. Differentiated Entitlements

 Subject Matter. In a few instances, the copyright-specific multilateral agreements tailor baseline rights by, for example, requiring that only certain types of work enjoy a rental right.
  More commonly, the broad statements of uniform rights in the copyright-related multilateral agreements are subject to a number of limitations and exceptions that leave member states with a substantial range of discretion to differentiate rights.  With respect to subject matter, the United States is free to include or exclude works that have not been fixed in a material form, official texts of a legislative, administrative, and legal nature, works of applied art and industrial design,
 and political and certain other public speeches.
  Significantly, however, the differentiation possibilities for one likely candidate – computer programs – are limited because software is to be considered a literary work and is subject to the uniform rights applicable to such works.
  

The current Act tailors copyrightable subject matter in some respects, and it is important to see that this is part of a long tradition in copyright law.  The following table charts the differentiated expansions (and contractions) in copyrightable subject matter:

Table 2

	Year
	Subject Matter

	1790
	Maps, Charts, and Books


	1802
	Expansion:  Historical and Other Prints


	1831
	Expansion:  Musical Compositions (printing and vending only) and expanding protection to all types of Cuts and Engravings


	1834
	Contraction:  Judicial Opinions and Government Edicts excluded


	1865
	Expansion:  Photographs


	1870
	Expansion:  Paintings, Drawings, Chromolithographs, Statues and Statuaries, and Models or Designs “intended to be perfected as works of fine art.”


	1874
	Contraction:  Protection for any “Engraving”, “Cut”, and “Print” to be construed to apply “only to pictorial illustrations or works connected with the fine arts”


	1895
	Contraction:  “No Government publications shall be copyrighted.”


	1909
	Expansion:  Compilations, Periodicals, Lectures, Sermons, and Addresses prepared for oral delivery; broadening “works of fine art” to “works of art,” and adding protection for “all the writings of an author.”


	1912
	Expansion:  Motion Pictures


	1938
	Expansion:  Stamps printed by U.S. Government


	1968
	Expansion:  Federally-financed Standard Reference Data


	1972
	Expansion:  Sound recordings



Despite the sweeping language of the 1976 Act, Congress has continued to tailor subject matter.  In the 1976 Act, Congress had called for advice on whether computer programs should be deemed copyrightable. A divided National Commission on New Technology Uses (CONTU) recommended protecting computer source code as literary works,
 and in 1980 Congress followed the recommendation.
 In 1990, Congress extended protection to the design of architectural works to comply with the Berne Convention.

Scope. The United States retains broader discretion to tailor the scope of protection either through general free use principles or on a subject-matter-specific basis.
 However, TRIPS incorporates the so-called “three-step test” by which (Members shall confine limitations or exceptions to exclusive rights to certain special cases which do not conflict with a normal exploitation of the work and do not unreasonably prejudice the legitimate interests of the right holder.(

Congress has differentiated the scope of protection, primarily by creating statutory licenses for certain uses of certain classes of works. 
  Examples of these licenses include one that permits garage bands and other musicians the right to record cover versions of their favorite songs without the songwriter’s permission
 and others differentiation performance rights to permit cable and satellite companies to retransmit network television programming without prior consent of the copyright owners.
  In addition, for certain authors, such as recognized visual artists, Congress has granted additional rights,
 while for other classes of author, such as architects
 and authors of sound recordings,
 Congress has limited the exclusive rights available. Congress also has differentiated copyright scope by identifying certain privileged users, primarily librarians and educators, who enjoy certain additional limits on liability or available remedies.
 Recently, some commentators have remarked upon how underanalyzed these features of copyright law have been.

Congress also has differentiated scope through the Copyright Act’s remedial provisions.  Internet service providers are immune from monetary liability for four types of activities if an elaborate set of conditions is met.
  Librarians, archives, and public broadcasters are immunized from statutory damages if, under certain circumstances, their respective employees infringe with a good faith belief that they are engaged in fair use.

In the only case brought to date to enforce treaty limits on differentiation, the United States has been adjudged by a WTO dispute settlement panel to have violated TRIPS by having tailored the public performance rights of copyright owners of non-dramatic musical works.
  Under the challenged provision, the so-called (homestyle exemption,( Congress differentiated the scope of the public performance right with respect to non-dramatic musical works by making certain public performances of such music in bars, restaurants and retail stores non-infringing so long as the establishment meets certain limitations on square footage and the type of audio equipment used to play the music.

Prompted by complaints from Ireland(s performing rights organization, which collects license fees from such retail establishments, the European Communities brought the case arguing that the homestyle exception in U.S. law violates the requirements in TRIPS for broadcasting and rebroadcasting rights for copyright owners of musical works and that, to the extent that TRIPS(s incorporation of Berne permitted some differentiation, the United States had exceeded the permissible bounds on differentiation as reinforced by TRIPS Article 13.  The panel concluded that the traditional homestyle exemption was permissible but that the 1998 expansion of the exemption violated TRIPS.
  The remedy for a TRIPS violation is trade sanctions imposed by the plaintiff nations.  The parties settled the dispute when the United States paid $3.3 million to set up a fund to pay European performers.
 Congress has not amended the Copyright Act in response to the WTO decision, demonstrating that U.S. treaty obligations do not foreclose Congress(s power to tailor intellectual property rights but they do affect the potential costs of such measures.

Duration. Under international law, some States have limited discretion to tailor the term of protection for cinematographic, works of applied art, and sound recordings, but the United States has forfeited this discretion.
  Under the Copyright Act, duration has not been legislatively differentiated, and is not subject to judicial differentiation. 

D. Sui Generis Rights

tc \l3 "3. Sui Generis Rights
In rare circumstances, Congress has differentiated the law to create sui generis intellectual property rights for specific forms of information.  The two most noticeable provisions are those governing semi-conductor chip masks
 and (original designs,( defined for the time being as vessel hull designs.
  Rather than bringing these two forms of innovation into patent or copyright, Congress chose to give patent-like protection but reduce duration and scope of rights to provide narrower coverage.  Significantly, proposed database legislation in the United States would create a sui generis rights in non-copyrightable compilations of information,
 an approach already adopted in the European Union.
 [insert on fashion design bill]
E. Summary

Patent and copyright law grant largely uniform exclusive rights to inventors and authors, respectively, subject to a number of differentiated provisions. The constitution leaves policymakers free to address the problem of uniformity cost in a variety of ways, but recent international obligations hem in this discretion considerably.  Nonetheless, the formally uniform subject matter and scope provisions of both patent and copyright require judicial flexibility in application which can be used to reduce uniformity cost.
III. One Size Does Not Fit All

In the twenty-first century, it will become increasingly apparent that patents and copyrights function differently according to industry or technology.  One need look no further than the legislative debates concerning patent reform that took place in the United States in 2005 and 2006 to see the point.  Deep divisions between the pharmaceutical industry and the information technology sector emerged with respect to a number of reforms concerning the scope of patent protection, including the remedies available for patent infringement.  This should not be surprising.  Much of the friction in this legislative debate arose from the presumption that patent law is a uniform system that treats all industries alike.  From this starting point, patent reform becomes a zero-sum contest in which one industry will prevail at the other’s expense.
In the pharmaceutical industry there is generally a low patent-to-product ratio and a single invention often represents nearly all of the value in the product.
  From this position, a legal maximalist stance is understandable.  In the IT industry, by contrast, the patent-to-product ratio is significantly lower, as low as about one to five thousand with respect to an Intel microprocessor.  In this environment, an IT company is far more likely to end up on either side of a patent infringement lawsuit, and a legislative strategy seeking greater balance between patent owners and users of patented technology is more desirable.  Theoretically, at least, there is no reason to assume that patent law should apply uniformly to both sectors.

Where the public policy goal is to stimulate investments in innovation through the grant of exclusive rights while minimizing the social costs of these rights,
 differentiated rights would appear to be superior to uniform rights.  However, in both the economic and the law-and-economics literature, the problem of social cost in intellectual property law often is discussed at a very high level of abstraction.  The literature surrounding the optimal length of a patent is a typical example.  Neoclassical economic models concerning an optimal patent term often hold that optimality is conditional, implicitly recognizing that efficiency might dictate varying terms from patent to patent.
 Other analysts make the point more explicitly.
 But these economists offer no suggestion for how variable patent terms might be implemented, and those who contemplate the matter find the administrative difficulties intractable.  These economists apparently have recognized the problem of uniformity cost in intellectual property law.
  Economic analysis can help identify situations in which uniformity cost is particularly high, but it will require pragmatic legal analysis to identify ways in which the legal system can competently redress the problem.
A one-size-fits-all approach to patent and copyright policy necessarily will impose some social costs, and the question for policymakers is how best to reduce these.  The magnitude of social costs incurred when the government rewards all innovators with the same entitlement depends on the currency used.  If the government were to grant a uniform monetary entitlement to all inventors – say a bounty of $1 million – whether their invention were a life-saving biomedical device or a novelty toy, the social costs of uniformity would be apparent and such a system would be grossly inefficient.

Policymakers have chosen, in the main, to grant legal rather than monetary entitlements to innovators.  Uniform exclusive rights are not immediately problematic because three market-based features of the intellectual property system reduce uniformity cost: demand elasticity, price discrimination, and Coasean bargaining.  The social costs of intellectual property rights arise only when there is demand for protected information.  If demand for a novelty toy that would have been invented in the absence of protection is 0, then even though granting uniform patent rights was unnecessary, uniformity cost is 0 because no potential buyers have been excluded.
 Uniformity cost rises with demand.

Even when these uniformity costs arise, under traditional economic analysis, perfect price discrimination theoretically would eliminate the underdistribution of protected information.  That is, if intellectual property owners are able to engage fully in first-degree price discrimination – selling or licensing to each user willing to pay more than marginal cost – static deadweight loss would be 0.
  As others have shown, however, even as a matter of theory perfect price discrimination would not eliminate all social costs of intellectual property rights.
  Moreover, even if perfect price discrimination would theoretically avoid reduction in social value, perfect first-degree price discrimination in the intellectual property context is a practical impossibility.
  The real question is whether policymakers should design intellectual property entitlements to facilitate price discrimination so as to reduce uniformity cost.  As Michael Meurer has shown, some forms of price discrimination are socially beneficial and others are socially harmful.
  Consequently, even when the law can encourage price discrimination, the problem of uniformity cost reemerges with respect to the need to tailor entitlements to promote only beneficial price discrimination.

Finally, when demand is positive and price discrimination is imperfect, the Coase Theorem asserts that uniformity cost will affect allocative efficiency only if reallocation or reapportionment of uniform entitlements by contract is too costly.
  Commentators disagree about the general magnitude of transaction costs in intellectual property sales and licensing, but all will agree that the costs are greater than 0.
  Indeed, most agree that difficulties in valuing patents and copyrights raise transaction costs to the point that allocative efficiency will depend upon the content of intellectual property entitlements.
 This is particularly true because the externalities that justify patent and copyright law differ fundamentally from those that inspired Coase,
 and the law’s choice is not between granting an entitlement to party A or to party B but between granting an entitlement to party A or to the public at large, comprised of an unknown and often unknowable proportion of higher- and lower-valued users.
 Consequently, allocative inefficiency in intellectual property law potentially imposes a far more significant social cost than it does with respect to real property.

Thus, even after demand elasticity, price discrimination, and Coasean bargaining have been accounted for, we find that if the law is strictly uniform when granting intellectual property rights, society pays too much for numerous innovations that would be created with less robust protection, and the optimal level
 of protection must be set lower than is necessary to induce the creation of certain costly but socially desirable innovations.

The uniformity-cost perspective calls for a reorientation in the economic analysis of intellectual property law.  Those who argue that perfect price discrimination alone would be a complete solution to the social costs of intellectual property rights err.  In fact, if intellectual property rights were the only available solution to the underproduction problem, the ideal implementation would be perfectly differentiated rights
 – i.e. rights that promised the expected value necessary to induce investment in only socially-desirable innovations.
  

Recognizing that theoretically desirable perfect precision in entitlement design is unattainable, we must now focus on pragmatic understanding of uniformity cost and on institutional options for reducing these costs.  As a first line of defense, legislative policymakers can, and have, used two strategies to indirectly attack uniformity cost – real options and standards.

A. Real Options

Even when rights are formally uniform, they can be differentiated in substance through real options – i.e. conditions imposed on potential rightsholders.  Policymakers, have three choices when allocating entitlements: (1) grant the entitlement to all eligible holders; (2) grant an option to acquire the entitlement to all eligible holders (a call option); or (3) grant multi-tiered options to acquire the entitlement; that is, an automatic grant of an option to acquire an option to acquire the full entitlement, etc.
 Many legal entitlements, perhaps most, are in fact options to acquire the entitlement rather than the entitlement itself.
  Even among rights considered to be fundamental, options rather than entitlements are common. For example, we say that a U.S. citizen acquires the “right” to vote in federal elections upon reaching the age of majority.
 In fact, she acquires the option to have the right to vote but does not acquire the right to vote in any given election until she exercises the option by registering to vote.

When policymakers choose options over direct grants of entitlements, option price performs a filtering function.  As the costs of exercising the option increase, the percentage of actual entitlement holders will decrease.  With the option to vote, Jim Crow laws in the South were designed to increase the cost of exercising the option,
 while the “motor voter” law was designed to bring the option cost down significantly.
 Option prices also reveal information about the value of the entitlement. One goal of entitlement design can be to force private actors to reveal their private valuations of options regulated by legal rules.

The default rules for obtaining, enforcing and maintaining intellectual property rights can, and sometimes do, require affirmative, costly acts on the part of potential intellectual property owners.  Such rules require potential owners to place an option value on the prospect of protection.  Patent law, and, to a lesser extent, copyright law, use “call options” to reduce uniformity cost by filtering who possesses intellectual property entitlements.
  These options serve two important economic functions: (1) limiting the number of entitlement holders, and thereby reducing social costs by differentiation the number of entitlements granted; and (2) producing coarse-grained information about the private valuation of the entitlement. Real options promote social welfare when the benefits of sorting innovations and nourishing the public domain outweigh the costs of forcing entitlement bearers to calculate an option value with respect to their innovations and to expend resources to purchase the option in order to enjoy protection.

B. Standards in Intellectual Property Entitlements

One reason that real options may not be used along the scope dimension of patent and copyright law is that both bodies of law reduce uniformity costs by adopting standards rather than rules to define the scope and subject matter dimensions.
  This flexibility can serve to reduce uniformity costs by adapting the availability and scope of protection to the appropriability conditions that prevail in specific contexts. By contrast, both patent and copyright law use rules to specify duration and rely on real options, in the case of patent law, to reduce uniformity costs.

Legal standards confer interpretive discretion on adjudicators, and, generally, the more broadly a standard is stated, the more discretion adjudicators have.
  This interpretive discretion can be deployed ad hoc or systematically.  With respect to the scope of intellectual property rights, courts can choose to use flexible doctrines to strike the incentives-access balance either on a per-work or per-invention basis or more broadly along industry-specific or technology-specific lines.  For purposes of this discussion, this subsection addresses only the ways in which intellectual property scope and subject matter doctrines reduce uniformity costs by requiring ad hoc balancing.

IV. Differentiating Intellectual Property Rights

The discussion in Section III introduced three arguments: (1) uniform intellectual property rights necessarily impose uniformity cost, (2) the magnitude of this cost increases as the domain of uniform rights extends to information produced under increasingly heterogeneous appropriability conditions, and (3) differentiated rights and/or remedies are theoretically superior to uniform rights under certain conditions because they reduce uniformity cost.  This section extends the last argument and develops the framework for analyzing when a proposal to differentiate patent or copyright law should be adopted.  As a general matter, this discussion assumes that differentiation would have to be done on an industry-specific or technology-specific basis.

If differentiated rights theoretically are better than uniform rights at balancing public and private interests, why do patent and copyright law generally grant uniform rights?  There are three justifications.  First, is the ignorance justification.  Policymakers lack access to information about varying appropriability conditions necessary to vary rights.  For this reason, uniform rights dominate.  Second, is the administrative efficiency justification, according to which the administrative costs associated with differentiated rights will exceed any added benefits that differentiated rights might deliver.  Third, is the political economy justification.  According to this argument, a system of uniform rights imposes political discipline on industries and policymakers that might use a system of differentiated rights to increase private wealth at public expense.  A proponent of differentiating patent or copyright law must overcome these general justifications for uniform rights.  The remainder of this section develops a framework for analyzing whether a proponent has carried this burden.

A. Bridging the Information Gap

If the reason for granting intellectual property rights is to increase an innovator’s expected value from innovation up to some level – however determined – and the government’s objective is to grant rights no more robust than necessary to induce the desired level of production, policymakers should care about the nature and magnitude of the innovator’s appropriability problem.  To ascertain that magnitude policymakers need to know what the innovator’s incentives would be in the absence of exclusive rights.
 Realistic policymakers should not assume that the power over price that exclusive rights provide will be the sole source of incentives to innovate.  Instead, innovators have preexisting incentive baselines that exclusive rights raise.

Incentive baselines differ considerably across industries, and therefore applying uniform rights as the supplement generates uniformity cost. A proponent of differentiation must demonstrate this point with reference to the proposed change in patent or copyright law.  The evidence that a proponent would put forth would show that the appropriability conditions that obtain in a particular context are sufficiently distinct that the law can be tailored to fit these conditions.

The proponent’s evidentiary burden should not be placed too high. The existing baselines in patent and copyright law rest on a great deal of empirical uncertainty.
  Unless those likely to be affected by a differentiation measure can predict its impact on expected value with some certainty and predict that the effect will be different than the proponent claims, the risk of error associated with a differentiation proposal are not likely to be substantial.

For these reasons, to satisfy the first element within this framework, the proponent of a differentiation proposal bears the burden only of adducing substantial evidence of uniformity cost.  Substantial evidence is such evidence that a reasonable mind would accept as adequate to support a certain conclusion.  The quality and quantity of this evidence also will be relevant when assessing whether any added costs associated with administering differentiated rights are justified, but these matters should be kept analytically distinct.

 As a practical matter, a proponent should address both the magnitude of loss and how the cost is distributed.  Most of the economics-oriented literature has been content to identify deadweight loss as a cost of intellectual property and represent it as a shaded area on a graph.
 Deadweight losers who occupy that area are those who find their desired use denied because of price, costs of aggregating licenses needed for desired use, and/or licensors motivated by considerations other than revenue. More likely than not, judges, legislators, and other policymakers need to connect that shaded area to more concrete human experience before being persuaded that legal change designed to shrink that area is desirable. Consequently, a differentiation proposal will be stronger when it claims to aid identifiable deadweight losers rather than simply reducing more abstract deadweight loss.  A proponent’s evidence concerning distinct appropriability conditions will likely involve evidence of one or more of the following:tc \l2 "A. Causes of Eliminable Uniformity Costs

1. Lead-time or First-mover Advantage
For at least some period of time, information will be excludable where its creation is unobserved and when the information has not been otherwise communicated.
  If the producer invests in information security procedures and measures, he or she can capitalize on this limited-duration excludability by being first to market with the goods incorporating the valuable information.
  During the lead time, then, the producer will be the sole source of the information good and will be able to charge supracompetitive prices before competitors acquire the good, reproduce it and enter the market with cheaper alternatives.
  Research indicates that the value of lead time often is industry-specific,
 and that in product markets with patentable goods incumbents often enjoy significant market share advantages even after competitors have entered a market.

The value of the lead-time advantage is affected not only by its duration but also by competitors’ copying costs.  The competitor does not bear the costs of initial production, such as the time and effort to write a novel, and should therefore have marginally lower costs.  The margin may not be that great where the competitor faces fixed costs of its own, such as the costs of rekeying a manuscript,
or manufacturing and marketing competing goods.
 Additionally, when one accounts for the monetary value of time, reflected as a competitor’s opportunity costs, the necessary level of protection would be further reduced. If expected profits derived from this lead-time or first-mover advantage are sufficient to recoup the costs of initial production, no appropriability problem exists.

One might argue that evidence of strong lead time advantage is irrelevant to the question of uniformity cost.
   If the owner of exclusive rights can also rely on lead time, the presence of patent or copyright does not significantly improve power over price, and therefore the law is not responsible for imposing avoidable social costs.  This argument will generally be unavailing for two reasons.  First, intellectual property rights often provide the owner with more than just the power to increase the price of an information good.  The owner also can use the right to threaten non-competitors with litigation – consider business method patents as an example – and extract rents over and above the level provided by lead time.  Second, the uncertainty that the presence of broad intellectual property rights causes for those who might be subject to the threat of the kind of litigation just described is socially costly.


2. Overlapping Exclusive Rights
A proponent of differentiation may also introduce evidence that the cumulative effect of overlapping intellectual property rights is to provide stronger appropriability conditions than necessary to induce the desired level of investment in innovation.  To date, insufficient attention has been given to the incentive effects supplied by overlapping legal protections.  As Professor Jerome Reichman has pointed out, trade secret law provides a liability rule substrate to the property-rule regimes of patent and copyright.
 Perhaps more importantly, product differentiation strategies supported by trademark law supply an important source of power over price.  The effects of trademark and trade secret protection may be sufficient to induce the desired level of investment even in the absence of copyright or patent rights in some cases.

Moreover, the exclusivity provided by copyright or patent rights facilitates the producer’s ability to establish strong, highly distinctive marks.
 This effect likely explains why consumers continue to purchase branded over-the-counter drugs such as Tylenol® or Advil® at a significant premium even when they have available cheaper generic drugs that are chemically perfect substitutes.  In markets in which this effect is particularly strong, the level of protection may be reduced by, for example, reducing the term of protection without significantly reducing the incentive effects the protection supplies.  One might similarly analyze the presence or absence of effective technological controls that perfect excludability in the absence of exclusive rights.

3. Direct Investments in Productiontc \l3 "5. Direct Investments in Production
Although granting exclusive rights remains the dominant policy tool, the government also directly and indirectly subsidizes some forms of information production through grants, rewards, and tax incentives.
  Because the standard model recognizes that optimal protection must trade off solutions to the underproduction and underutilization problems, where the underproduction problem is solved through direct or indirect government investment, the level of protection should decrease to minimize social costs from underutilization.
 For example, much of the research and development for leading anti-cancer and anti-AIDS drugs was financed directly through government grants.

tc \l3 "2. Non-monetary rewards
4. Network Effectstc \l3 "3. Network Effects

A producer in a market with network externalities may have a number of ways to recoup the costs of initial production even in the absence of exclusive rights.
 Unauthorized copying can serve to strengthen the market share of an information provider in a “tippy” market.
 The victory that Microsoft has scored in the market for office suite or word-processing software is a good example. Microsoft Word is now the standard format in most industries.  Use of incompatible file formats within a firm or among cooperating firms drives up costs.  Even if Microsoft Word is inferior to WordPerfect, the benefits for users to congregate around a single standard are greater than any marginal loss in the quality of the program.  In such markets, the owner of the industry standard can extract income through its dominant position in myriad ways even without exclusive rights.
 Even where network effects are not strong enough to induce a desired level of investment in information production, network effects can amplify the market power that exclusive rights can confer.

5. Non-Monetary Awards
The first premise of the underproduction argument is that innovators are rational, self-interested welfare maximizers.  When bounded properly, the rational actor thesis may well predict human behavior in a number of life’s domains.  Innovative activity, however, appears to have many complicated motivations, and society may receive the benefits of certain forms of innovation even without extending rights sufficient to induce a rational, selfish actor to innovate.
  Moreover, even when one holds firm to the rational actor thesis, in some cases anticipated prestige, notoriety or other “nonpecuniary income” would serve as a sufficient return on the investment to induce initial production in the absence of copyright or patent. Alternatively, the investment in initial production may serve as a loss leader to increase other revenue streams, such as speaker’s fees. Nonetheless, the conventional wisdom doubts that as a general matter such nonpecuniary benefits will supply a sufficient incentive to induce the initial production of most valuable information - be that a new pharmaceutical drug or the Great American Novel.

[Other types of evidence that may support differentiation to be added.  These include outputs as infrastructure (Frischmann), the presence of particularly difficult appropriability conditions (orphan drugs), effects on decision making structures (Wu)]
B. Administrabilty of Differentiated Rights
The administrability of differentiated rights is an important feature of any proposal.  At first glance, differentiated rights would appear to be more complex than uniform rights.  The working assumption for many lawyers appears to be that greater complexity in the law necessarily leads to greater administrative costs.
  This easy syllogism, however, is open to question.  As a general matter, it is worth noting that within the economic analysis of law, attention to comparative administrative costs among alternative financing schemes for innovation is fairly scant.  This is surprising for two reasons.
  First, this is the part of the analysis for which lawyers are uniquely qualified.  The administrative costs of intellectual property schemes are incurred largely in domains dominated by lawyers.  These costs include bargaining costs, including the costs of drafting licenses, litigation costs, and, in the case of patent, prosecution costs. If legal academics interested in the economic analysis of law take seriously the role of law in markets for intellectual property, we should expect analysis to pay some attention to what we know about how law operates and what it costs to so operate.

Second, these costs matter.  For example, the substantial costs of patent prosecution and litigation reduces the expected value from a patent because there will be some markets in which the surplus available is small enough that obtaining or enforcing exclusive rights will not be cost-justified.  Inventors faced with such costs may choose not to invest in socially beneficial innovation or may opt for trade secret protection where the disclosure given by an issued patent would be preferable.

Turning now to the proponent’s burden, once a uniformity cost problem has been identified, the proponent must also show that it would administratively feasible to tailor rights and that doing so would be cost-justified.  Demonstrating feasibility means showing (1) that the law can adequately delineate the subject matter governed by differentiated rights and (2) that such distinctions will be stable enough in practice to defeat arbitrage by clever attorneys.
 

With respect to the latter point, if differentiated rights result in significantly differential treatment of works under copyright law or inventions under patent law, parties would have an incentive to characterize works in a less protected category as works belonging to a category with greater protection.
 Along these lines, the Court’s holding in J.E.M. Ag Supply, Inc. v. Pioneer Hi-Bred Int’l, Inc.,
 can be viewed as successful legal arbitrage of the statutory distinction drawn for patent protection of plants and plant varieties.
 The manipulability of language does have its limits however, and relatively stable definitions of subject matter are possible.  Consider, for example, the distinct treatment that “sound recordings” receive under copyright law.

Demonstrating that differentiated rights are cost-justified requires attention to the costs of complexity,
 impacts on licensing and litigation as the parties and the courts incur greater education costs to master the more complex rules.  Complexity, however, does not necessarily equate with greater administrative costs.  Where a proponent has shown that the risk of arbitrage can be minimized because legal terminology has relatively stable meanings, greater complexity may actually reduce licensing and litigation costs by creating better-differentiated default rules.  This might explain why the most arcane and complex portions of the Copyright Act, for example, are not the provisions over which most litigation resources are expended.
  Greater specificity may lead to less costly assessments of the value of particular transactions or disputes.  Indeed, it is the effort to apply broad standards such as the idea/expression dichotomy or the fair use factors of fair use that generate the uncertainty on which litigious impulses feed.

To the extent that today’s stable meanings are destabilized by technological advance, greater industry-specificity may actually facilitate better policymaking by forcing decisionmakers to confront the economics of the new technology. [See the example of satellite broadcasting, once it did not fit within the “cable system” box, Congress agreed that a statutory license was needed to overcome transaction costs but crafted the license to preserve the economic survival of local broadcasters.  When satellite broadcasters introduced new technology enabling retransmission of local broadcasters, Congress adapted the Act to that change as well.]

Nonetheless, concerns about greater administrative costs and legal arbitrage rightly counsel caution when analyzing the desirability of differentiation.  These concerns also lead one to favor the more flexible approach of judicial differentiation when a desirable change in the law can be accomplished either judicially or legislatively.  But some dimensions of the current right structure can be altered only legislatively, and we should opt for this approach when the costs of uniformity are particularly high in a given context.
C. Political Economy

Differentiation proposals will likely hit their toughest sledding when faced with the political economy justification for uniformity.  This is because the current subject matter, scope, and duration provisions of patent and copyright law indicate that most uniformity cost currently results from overprotection rather than underprotection.  Starting from this statutory baseline, industry-specific legislative differentiation likely would involve reducing protection for given industries.  Some measures that would do so have been introduced into Congress, but they are given little hope of enactment.

Copyright and patent legislation serves for some as a paradigm public choice case because such legislation generally is the product of bargaining among industry groups with little or no consumer representation.
 Commentators suggest that interest group involvement in copyright and patent legislation has intensified in recent years.  “In many industries, incumbent publishers spent considerable amounts of time and money on lobbying for increased protection.  This raises the issue whether this rent-seeking behavior is optimal from a society’s point of view.”

Unlike most commentators, I am less pessimistic about the long-term prospects for legislative differentiation.  Heightened attention to the economic importance of intellectual property includes attention to the costs of intellectual property rights generally.  In particular the patent premium reflected in the prices of pharmaceutical drugs is of front-burner legislative interest.
 In addition, as the costs of intellectual property rights become more apparent, users and interested third parties who bear those costs will be more willing to pay the price for collective action.
 Finally, because valuable information is an input to the creation of other valuable information, industry-specific rent-seeking by one industry may well align the interests of other industries with consumers more generally, reducing the threat of successful overreaching.

Because political economy raises particular risks for legislative differentiation, a more immediately attainable goal for using the knowledge corollary to reduce deadweight loss is to improve industry-specific differentiation in the courts.

[expand on the above and conclude]
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� See infra notes XX and accompanying text (discussing differentiated rights).


� See Bio-Technology Gen. Corp. v. Genentech, Inc., 80 F.3d 1553, 1558 (Fed. Cir. 1996). [insert on post-eBay cases]


� See 35 U.S.C. § 283. [insert on eBay]


� See, e.g., Lear Siegler, Inc. v. Sealy Mattress Co., 846 F.2d 78 (table), 1988 WL 24933, *2 (Fed. Cir. 1988); Trans-World Mfg. Corp. v. Al Nyman & Sons, Inc., 750 F.2d 1552, 1565 (Fed. Cir. 1984) (damages in form of license fee adequate).


� [eBay]


� See 35 U.S.C. § 284 (2004); Rite-Hite Corp. v. Kelley Co., Inc., 56 F.3d 1538, 1544 (Fed. Cir. 1995) (en banc); TWM Mfg. Co., Inc. v. Dura Corp., 789 F.2d 895, 899-900 (Fed. Cir. 1986) (using “Georgia-Pacific” 15-factor analysis derived from Georgia-Pacific Corp. v. United States Plywood Corp., 318 F. Supp. 1116, 1120 (S.D.N.Y.1970), modified and aff'd, 446 F.2d 295 (2d Cir. 1971).


� See George F. Pappas, Damages and Remedies for Patent Infringement, SJ018 ALI-ABA 67, 69 (2003). 


� See TRIPS Agreement, supra note XX, art. 33.


� See 35 U.S.C. ( 154(a)(2). Utility patents that issue from applications filed on and after December 12, 1980 are subject to the payment of maintenance fees necessary to maintain the patent in force. Fees are due 3 (, 7 ( and 11 ( years from the date the patent is granted. See 35 U.S.C. 41(b) (2004). A 6�month grace period is provided during which the maintenance fee may be paid with a surcharge. See 37 C.F.R. 1.362(e) (2004). Failure to pay the current maintenance fee on time may result in expiration of the patent.


� See 35 U.S.C. § 154(b). 


� See TRIPS Agreement, supra note XX, art. 27(2).


� See TRIPS Agreement, supra note XX, art. 27.3(a),(b). Although this provision permits differentiation of subject matter, Congress chose to reach a similar result by differentiating scope. See infra notes XX and accompanying text; see also Duffy, Harmony and Diversity, supra note XX, at 722-23 (arguing that TRIPS Agreement, supra note XX, Article 27.3 should be interpreted to permit differentiation of scope in lieu of subject matter). 


� See Canada-Patent Protection of Pharmaceutical Products, WT/DS114/R ¶ 7.92 (WTO Dispute Settlement Panel 2000).


� See id. art. 27.3(b).


� See generally TRIPS Agreement, supra note XX, ( 6 (requiring establishment of minimum rights applicable to layout designs (topographies) of integrated circuits).


� In the Canada-Patent Protection decision, supra note XX, the panel accepted in principle the argument that Article 27 could be violated by a facially neutral patent law that had a disparate impact on a discrete subset of patents, but to succeed on such a showing, the complainant may also have to produce evidence of intentional differentiation.  See, e.g., Graeme B. Dinwoodie & Rochelle Cooper Dreyfuss, WTO Dispute Resolution And The Preservation Of The Public Domain Of Science Under International Law, in International Public, Goods And Transfer Of Technology Under A Globalized Intellectual Property Regime 861, 865-68 (Keith E. Maskus and Jerome H. Reichman, eds., 2005) (describing uncertainty concerning legal standard for de facto discrimination under TRIPS Agreement Article 27).


� See Design Patent Act of 1842, 35 U.S.C. §§ 171-173 (2004).


� See Plant Patent Act of 1930, 35 U.S.C. (( 161-164 (2000 & Supp. V).


� See, e.g., Plant Variety Protection Act of 1970, 7 U.S.C. ( 2321 et seq.; Asgrow Seed Co. v. Winterboer, 513 U.S. 179 (1995) (rejecting Federal Circuit(s (crop-by-crop( reading of the PVPA). TRIPS Agreement, supra note XX, Article 27.3 permits adherents to adopt sui generis protection for plant varieties.  As is discussed infra, the distinct statutory treatment for plant varieties has become economically less meaningful in the wake of a judicial interpretation making utility patents also available to inventors of plant varieties.  See infra notes XX and accompanying text; see also Mark D. Janis & Jay P. Kesan, U.S. Plant Variety Protection: Sound and Fury . . . ?, 39 Hous. L. Rev. 727 (2002) (describing history of plant variety protection).


� See 42 U.S.C. § 2181(a).


� See 35 U.S.C. § 103(b).  This provision was enacted in response to In re Durden, 763 F.2d 1406 (Fed. Cir. 1985) (holding obvious a process claim involving novel and non-obvious starting products and novel and non-obvious end products). Section 103(b) states that “a biotechnological process using or resulting in a composition of matter that is [novel and nonobvious] shall be considered nonobvious if [claimed properly] and the composition of matter, and the process at the time it was invented, were owned by the same person or subject to an obligation of assignment to the same person.”


� See In re Ochiai, 71 F.3d 1565 (Fed. Cir. 1995) (reinterpreting application of Section 103(a)’s “subject matter as a whole” condition to render otherwise obvious processes non-obvious if starting materials or end products are novel and non-obvious).


� See supra notes XX and accompanying text. 


� See Robert Patrick Merges & John Fitzgerald Duffy, Patent Law and Policy:  Cases and Materials 165 (2002) (recognizing that industry- or field-specific subject matter inquiry may encourage careful inquiry into economic effects of patents but that “the courts have not taken a field-based approach to defining the limits of patentability.”).


	With respect to human cloning, recent congressional attempts to tailor subject matter to deny patentability to cloned human beings have failed. See  BNA, Senate Refuses to Attach Ban on Clone Patents to Terrorism Bill, 64 Pat. Trademark & Copyright J. 174 (2002) (describing defeat of Brownback amendment).  However, Congress has used the appropriations process to limit issuance of such patents. See The Consolidated Appropriations Bill of 2004, Pub. L. No. 108- 199, 118 Stat. 3 (directing that no appropriated funds be used to issue patents directed to or encompassing human organisms). Professor Margo Bagley, in arguing for law reform, is pessimistic about the possibility of judicial or administrative differentiation in the human cloning context. See Margo A. Bagley, Stem Cells, Cloning And Patents: What's Morality Got To Do With It?, 39 New Eng. L. Rev. 501, 507 (2005); Margo A. Bagley, Patent First, Ask Questions Later: Morality And Biotechnology In Patent Law, 45 Wm. & Mary L. Rev. 469, 546-47 (2003).


� See Burk & Lemley, Technology-Specific?, supra note XX, at 1196-1202; Burk & Lemley, Policy Levers, supra note XX, at 1593; Burk & Lemley, Biotechnology’s Uncertainty Principle, 54 Case W. Res. L. Rev. 691 (2004))


� See Burk & Lemley, Technology-Specific?, supra note XX, at 1194-95 (rejecting differentiation thesis as explanation for technology-specific case law); Burk & Lemley, Policy Levers, supra note XX, at 1675-95 (proposing judicial differentiation for biotechnology, chemical-pharmaceutical, software, and semiconductor inventions).


� See R. Polk Wagner, (Mostly) Against Exceptionalism, in Perspectives On Properties Of The Human Genome Project 367 (F. Scott Kieff ed., 2003); R. Polk Wagner, Comment: Exactly Backwards: Exceptionalism and the Federal Circuit, 54 Case W. L. Rev. 749, 755-56 (2004).


� See Burk & Lemley, Policy Levers, supra note XX, at 1589-90 (collecting sources).


� TRIPS Agreement, supra note XX, art. 30. For interpretation of this provision, see Canada Pharmaceuticals and In re Section 110(5), discussed infra nn. XX and accompanying text; see also Dinwoodie & Dreyfuss, supra note XX, at 868-75 (outlining interpretive approach to Article 30).


� See Paris Convention, supra note XX, art. 5(2) ((Each country of the Union shall have the right to take legislative measures providing for the grant of compulsory licenses to prevent the abuses which might result from the exercise of the exclusive rights conferred by the patent, for example, failure to work.(); see also id. art. 5(4) (placing further limits on compulsory licensing).


� See TRIPS Agreement, supra note XX, art. 31.


� See 35 U.S.C. § 271(e).


� See 35 U.S.C. §§ 200-212.


� See id. § 287(c) (medical methods); id. § 273 (prior inventor defense).


� See 35 U.S.C. §§ 155-156; Lunney, Quiet Revolution, supra note XX, at 47.


� TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art. 2(1)).


� See TRIPS Agreement, supra note XX, art. 9(2); see also WIPO Copyright Treaty art. 2 (same).


� See 17 U.S.C. ( 102(a).


� See Feist Pub., Inc. v. Rural Tel. Svc. Co., 499 U.S. 340, 361-363 (1991); see also generally David Nimmer, Copyright in the Dead Sea Scrolls: Authorship and Originality, 38 Hous. L. Rev. 1 (2001) (exploring application of originality standard to series of hypothetical cases).


� Ets-Hokin v. Skyy Spirits, Inc., 225 F.3d 1068 (9th Cir. 2000).


� Bucklew v. Hawkins, Ash, Baptie & Co., 329 F.3d 923 (7th Cir. 2003).


� County of Suffolk, New York v. First American Real Estate Solutions, 261 F.3d 179 (2d Cir. 2001).


� See Swirsky v. Carey 371 F.3d 841 (9th Cir. 2004).


� 17 U.S.C. § 101.


� See TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art. 9(1)).


� See TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art. 8 (translation), art. 12 (general adaptation), art. 14(1) (cinematographic adaptation)).


� See TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art.11(1) (performance of dramatic, dramatico-musical, and musical works), art. 11bis (broadcast or (communication by wire( of artistic or literary works), art. 11ter (public recitation and communication of public recitation of literary work), art. 14 (communication by wire of cintematographic works)); see also WIPO Copyright Treaty art. 8 (establishing more general communication right for literary and artistic works); WIPO Performances and Phonograms Treaty art. 14 (creating a (making available( right for owners of phonograms).  Member States also have the option to add resale rights (a.k.a. droit de suite) in original works of art and original manuscripts. See TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art. 14ter).


� See TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art. 10(1)).


� See WIPO Copyright Treaty art. 6(1); WPPT, supra note XX, art. 12.


� See WCT, supra note XX, arts. 11-12; WPPT, supra note XX, arts. 18-19.


� See Berne Convention, supra note XX, art. 6bis.


� See TRIPS Agreement, supra note XX, art. 9(1) (expressly excluding Berne Convention, supra note XX, art. 6bis from incorporation).


� See id. ( 106.


� See generally, e.g., Laureyssens v. Idea Group, Inc., 964 F.2d 131 (1992).


� See Anderson v. Stallone, 1989 WL 206431, 11 U.S.P.Q.2d 1161 (C.D.Cal. 1989); Mark A. Lemley, Economics of Improvement in Intellectual Property Law, 75 Tex. L. Rev. 989 (1997).


� The general public performance right applies to “literary, musical, dramatic, and choreographic works, pantomimes, and motion pictures and other audiovisual works.” 17 U.S.C. § 106(4). Sound recordings receive a more limited exclusive right of public performance by digital audio transmission. See id. § 106(6).


� The public display right applies to “literary, musical, dramatic, and choreographic works, pantomimes, and pictorial, graphic, or sculptural works, including the individual images of a motion picture or other audiovisual work.” Id. § 106(5).


� See 17 U.S.C. ( 107.


� See id. ( 109.


� 17 U.S.C. ( 502(a).


� See id. ( 504(b).


� Id.


� See 17 U.S.C. ( 504(c).


� See TRIPS Agreement, supra note XX, art. 12; Berne Convention, supra note XX, art. 7(1).


� See 17 U.S.C. ( 302(a). Until passage of the Copyright Act of 1976, the term of copyright was divided into an initial and a renewal term. See, e.g., Tyler Ochoa, Patent and Copyright Term Extension and the Constitution: A Historical Perspective, 49 J. Copyright Soc’y of the U.S.A 19 (2001). 


� See id. ( 302(c).


� See TRIPS Agreement, supra note XX, art. 11 (requiring that owner of copyright in computer programs and cinematographic works be granted right to control public rentals, with qualification for cinematographic works); WCT, supra note XX, art. 7 (requiring rental right for computer programs, cinematographic works, and works embodied in phonograms, as determined in the national law of Contracting Parties); WPPT, supra note XX, art. 13 (requiring rental right in phonograms, subject to grandfather provision).


� See TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art. 2(2),(4),(7)).


� See TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art. 2bis).


� See TRIPS Agreement, supra note XX, art 10(1); WIPO Copyright Treaty art. 4.


� Act of May 21, 1790, 1st Cong., 2d Sess., 1 Stat. 124.


� Act of April 29, 1802, 7th Cong., 1st Sess., 2 Stat. 171.


� Act of February 3, 1831, 21st Cong., 2d Sess., 4 Stat. 436; see also Michael W. Carroll, The Origins of Music Copyright in the United States (draft) (on file with author).


� See Wheaton v. Peters, 33 U.S. (8 Pet.) 591 (1834).


� Act of March 3, 1865, 38th Cong., 2d Sess., 16 Stat. 198; see also Christine Haight Farley, The Lingering Effects of Copyright's Response to the Invention Of Photography, 65 U. Pitt. L. Rev. 385 (2004) (discussing 1865 amendment).


� Act of July 8, 1870, §§85-111, 41st Cong., 2d Sess., 16 Stat. 198, 212-16. 


� Act of June 18, 1874, 43d Cong., 1st Sess., 18 Stat. 78; see supra n. XX (discussing Justice Holmes’ hostility to the “fine arts” limitation); see also Fargo Mercantile Co. v. Brechet & Richter, 295 F. 823 (8th Cir. 1924) (discussing 1874 Act and applying copyright law in exactly the opposite manner in which it would apply today by declaring that fanciful emblem on label was not copyrightable but that recipe printed on label was). 


� Printing Law of 1895, Act of January 12, 1895, 53d Cong., 3d Sess., 28 Stat. 608. This was not an amendment to the Copyright Act but a regulation of the Government Printing Office. See Patry, supra note XX, at 50. Currently, works created by federal government employees within the scope of employment are not copyrightable. 17 U.S.C. § 105.


� See Act of March 4, 1909, Pub. L. No. 60-349, 60th Cong., 2d Sess., 35 Stat. 1075.


� Act of August 24, 1912, Pub. L. No. 62-303, 62d Cong., 2d Sess., 37 Stat. 488.


� See Act of January 27, 1938, Pub. L. No. 75-421, 75th Cong., 3d Sess., 52 Stat. 6; H.R. Rep. No. 1633, 75th Cong., 1st Sess. (1937); S. Rep. No. 1159, 75th Cong., 1st Sess. (1937). This provision was later codified in Section 8 of title 17 by the Act of July 30, 1947, Pub. L. No. 80-281, 80th Cong., 1st Sess., 61 Stat. 652. See also Act of September 7, 1962, Pub. L. No. 87-646, 87th Cong., 76 Stat. 442.


� Congress authorized the Secretary of Commerce to “secure copyright and renewal thereof on behalf of the United States as author or proprietor in all or any part of any standard reference data which he prepares or makes available under this Act, and may authorize the reproduction and publication thereof by others.” Act of July 11, 1968, Pub. L. No. 90-366, 90th Cong., 2d Sess., 82 Stat. 339. See Standard Reference Data Act: Hearings on S. 998 Before the Committee on Commerce, United States Senate, 90th Cong., 1st Sess. (1967). But see Feist Publications, Inc. v. Rural Telephone Service Co., 499 U.S. 340 (1991).


� Act of October 15, 1971, Pub. L. No. 92-140, 92d Cong., 1st Sess., 85 Stat. 391.


� See Final Report of the National Commission of New Technological Uses of Copyrighted Works (1978) available at � HYPERLINK "http://digital-law-online.info/CONTU/contu2.html" ��http://digital-law-online.info/CONTU/contu2.html�


� Act of December 12, 1980, Pub. L. No. 96-517, §10(b), 96th Cong., 1st Sess., 94 Stat. 3028.


� Act of December 1, 1990, Pub. L. No. 101-650 (tit. VII), 101st Cong., 2d Sess., 104 Stat. 5089, 5133.


� See, e.g., TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art. 10(2) (permitting differentiation for educational use), art. 10bis (permitting differentiation for use of news sources and for incorporation of copyrighted works in news and current events communication), art. 11bis (permitting limited differentiation regarding broadcasting rights), art. 13(1) (permitting differentiation of scope in musical works by statutory license), art.


� TRIPS Agreement, supra note XX, art. 13; see also WIPO Copyright Treaty art. 10 (imposing same limitation on differentiation discretion).


� See, e.g., 17 U.S.C. §§ 111 (cable retransmission license), 114 (sound recording license), 115 (musical composition license), 119 (satellite retransmission license). 


� See id. § 115.


� See id. §§ 111, 119.


� See id. § 106A.


� See id. § 1


� See id. § 106(6) (limiting public performance right to performances by “digital audio transmission”).


� See, e.g., 17 U.S.C. ( 110 (privileging certain users of copyrighted works); id. ( 504(c)(2) (providing for remission of statutory damages for certain classes of users acting with a good faith belief of fair use).


� See, e.g. Tim Wu, Copyright’s Communications Policy, 103 Mich. L. Rev. 275 (2005); Joseph Liu, Regulatory Copyright, 83 N.C. L. Rev. 87 (2004).


� See 17 U.S.C. § 512 (2004); Alfred Yen, Internet Service Provider Liability for Subscriber Copyright Infringement, Enterprise Liability, and the First Amendment, 88 Geo. L.J. 1833 (2000) (analyzing Section 512’s conditions on immunity); Michael W. Carroll, Disruptive Technology and Common Law Lawmaking: A Brief Analysis of A&M Records, Inc. v. Napster, Inc., 9 Vill. Sports & Enter. L.J. 5, 29-32 (2002) (discussing Section 512).


� See 17 U.S.C. § 504(c)(2).


� See Report of the Panel, United States - Section 110(5) of the US Copyright Act, WTO Doc. No. WT/DS160/R (Jun. 15, 2000) available at http://docsonline.wto.org/DDFDocuments/t/WT/DS/160R�00.doc (visited Feb. 1, 2005).


� See 17 U.S.C. ( 110(5).  The action prompting the case was the expansion of the homestyle exemption in the Fairness in Music Licensing Act of 1998, Pub. L. No. 105-298, 105th Cong. (Oct. 27, 1998) (effective date Jan. 26, 1999).


� See Report of the Panel, supra note XX, at 69.


� See H.R. 1559 (2003), 23 Wash. Tariff & Trade Newsletter (Apr. 21, 2003).


� See TRIPS Agreement, supra note XX, art. 9(1) (incorporating by reference Berne Convention, supra note XX, art.7(2), (4),(7)).  Under the TRIPS Agreement(s incorporation of Berne Convention Article 7(4), member states can tailor the duration of protection for photographic works.  However, members of the WIPO Copyright Treaty have forfeited that discretion.  See WCT, supra note XX, art. 9 (contracting parties agree not to apply Berne Convention, supra note XX, art. 7(4)).  Under the WPPT, supra note XX, art. 17 the term of protection for performances and phonograms is 50 years from the date of fixation in a phonogram.


� See 17 U.S.C. (( 901-14; see also Robert W. Kastenmeier & Michael J. Remington, The Semiconductor Chip Act of 1984: A Swamp or Firm Ground?, 70 Minn. L. Rev. 417 (1985) (describing rationale for sui generis approach and legislative process from participants’ perspective).


� See 17 U.S.C. (( 1301-32; U.S. Copyright Office & U.S. Patent and Trademark Office, The Vessel Hull Design Protection Act: Overview and Analysis (Nov. 2003).


� See The Database and Collections of Information Misappropriation Act, H.R. 3261, 108th Cong. (introduced, Oct. 8, 2003, amended and passed, House Judiciary Comm. Jan. 21, 2004).


� [insert on report about Directive]


� [insert example]


� See, e.g., Lunney, Quiet Revolution, supra note XX, at 5 (arguing that patent protection should be provided only to the precise extent necessary to secure each individual innovation’s ex ante profitability and acknowledging that this level will have to account for unsuccessful research efforts); William W. Fisher III, Property and Contract on the Internet, 73 Chi.-Kent L. Rev. 1203, 1249 (1998) (arguing that the goal of copyright law “is to give creators enough entitlements to induce them to produce the works from which we all benefit but no more”). The canonical version of this argument was voiced by Lord Macauley, who argued that a grant of copyright was a grant of an evil monopoly and that “[f]or the sake of the good we must submit to the evil; but the evil ought not to last a day longer than is necessary for the purpose of securing the good.” Thomas Babington, Lord Macaulay, A Speech Delivered in the House of Commons on the 5th of February, 1841, in Speeches by Lord Macaulay with his Minute on Indian Education 156, 162 (G.M. Young ed., 1935).


 	Professor John Duffy argues that capital liquidity makes analysis of the causal connection between rights and investment levels unstable.  See John F. Duffy, Intellectual Property Isolationism And The Average Cost Thesis, 83 Tex. L. Rev. 1077, 1078-89 (2005). But, Professor Lemley rightly responds that because intellectual property rights distort the market away from competitive equilibrium, entry will not necessarily compete away supracompetitive returns. See Lemley, What is Different, supra note XX, at 1102-03.


� See infra notes XX and accompanying text (discussing economic literature on patent length). 


� See infra notes XX and accompanying text (discussing recognition of uniformity cost in the literature).


� See Lunney, Quiet Revolution,, supra note XX, at 6 (stating that uniformity costs rise as gap between optimal uniform level of protection and level needed for individual innovation increases).


� For a site dedicated to identifying such low-demand inventions, see Patently Silly, available at  � HYPERLINK "http://www.patentlysilly.com/" ��http://www.patentlysilly.com/�.  Of course, demand for the invention does not refer to only demand in product markets. Any potential user of information for which a patent owner might make a credible threat must be plotted on the invention’s demand curve.


� Increases in demand for a work also attract free riding competitors so that increases in demand increase both the magnitude of the appropriability problem and the magnitude of social cost. Cf. Glynn S. Lunney, Jr. Reexamining Copyright’s Incentives-Access Paradigm, 49 Vand. L. Rev. 483, 557 (1996) (incentives and access both functions of degree of market power conferred by exclusive rights).  Although we should expect rising demand to generate correlated offsetting effects in many cases, when creators of popular works do not require the power over price that patent or copyright promise, uniformity costs rise.


� See Hal Varian & Carl Shapiro, Information Rules; Harold Demsetz, The Private Production of Public Goods, 13 J. L. & Econ. 293 (1970).


� Economists have become less certain about the theoretical efficiency of perfect price discrimination by natural monopolists or firms engaged in monopolistic competition. See, e.g., V. Bhaskar and Ted To, Is Perfect Price Discrimination Really Efficient? An Analysis Of Free Entry, 35 RAND J. of  Econ. 762 (2004); Aaron S. Edlin, Mario Epelbaum & Walter P. Heller, Is Perfect Price Discrimination Really Efficient? Welfare and Existence in General Equilibrium, 66 Econometrica 897 (1998). Moreover, many attempts to modify intellectual property law to enhance opportunities for price discrimination likely are undesirable. See generally Julie E. Cohen, The Perfect Curve, 53 Vand. L. Rev. 1799 (2000); Michael Meurer, Copyright Law and Price Discrimination, 23 Cardozo Law Review 55 (2001) [hereinafter Meurer, Price Discrimination]; Brett M. Frischmann, An Economic Theory Of Infrastructure And Commons Management, 89 Minn. L. Rev. 917, 978-80 (2005) (discussing distortionary effects of promoting price discrimination).  


� See, e.g., Lemley, Free Riding, supra note XX, at 1059 n.115; Christopher S. Yoo, Copyright and Product Differentiation, 79 N.Y.U. L. Rev. 212, 255 (2004) (noting that perfect price discrimination is impossible); Daniel Farber & Brett McDonnell, Why (and How) Fairness Matters at the IP/Antitrust Interface, 87 Minn. L. Rev. 1817, 1867 (2003) (same).


� See generally Meurer, Price Discrimination, supra note XX; Michael Meurer, Price Discrimination, Personal Use and Piracy: Copyright Protection of Digital Works, 45 Buff. L. Rev. 845 (1997).


� See Ronald Coase, The Problem of Social Cost, 3 J. Law & Econ. 1, 8 (1960) (“In these conditions [of high transaction costs] the initial delimitation of legal rights does have an effect on the efficiency with which the economic system operates.”). While arguing that policymakers should recognize the effects they have on allocative efficiency when fashioning legal rights for high-transaction-cost environments, Coase also recognized that distributional justice matters and that “the choice between different social arrangements for the solution of economic problems should be carried out in broader terms than this [maximizing total output] and that the total effect of these arrangements in all spheres of life should be taken into account.” Id. at 21.


� See Robert P. Merges, Of Property Rules, Coase, and Intellectual Property, 94 Colum. L. Rev. 2655, 2661 (1994) [hereinafter Merges, Of Property Rules] (“Despite a few brave attempts to assume away the obvious, those who have considered the application of the Coase theorem to IPRs have noted the pervasive presence of transaction costs.”).


� See, e.g., Clarisa Long, Proprietary Rights and Why Initial Allocations Matter, 49 Emory L.J. 823 (2000) (arguing that uncertainty in valuation of patents on basic research tools is likely to block efficient licensing of such tools); Gallini & Scotchmer, supra note XX, at 67 (“The optimal design of IP depends importantly on the ease with which rights holders can contract around conflicts in rights.”);  Lemley, Economics of Improvement, supra note XX, at 1053 (analyzing components of transaction costs and concluding that “[t]he result of all these factors is that the transaction costs of intellectual property licenses are significant.”); James Bessen, Holdup and Licensing of Cumulative Innovations With Private Information, 82 Econ. Ltrs 321 (2004) (showing that “[t]he possibility of ex ante licensing does not eliminate the problem of holdup in cumulative innovation”).


� See, e.g., Merges, Of Property Rules, supra note XX, at 2657-64; Lemley, Free Riding, supra note XX; Mark A. Lemley, What’s Different About Intellectual Property, 82 Tex. L. Rev. 1097 (2005) (reply essay); Mark A. Lemley, Ex Ante Versus Ex Post Justifications for Intellectual Property, 71 U. Chi. L. Rev. 129 (2004).


� See generally Frischmann, supra note XX (discussing variety of demand-side considerations for information resources).


� In my view, interpersonal and intrapersonal incommesurability problems make the notion of an optimal level of protection incoherent. Nonetheless, the case for some level of protection is persuasive for at least some forms of information.  Those who share my doubts about the utility of optimality analysis should understand “optimal level” to mean the level of protection that democratically-representative policymakers would choose to bring about a desired amount of investment in innovation, recognizing the incommensurable interests that are sacrificed with each change in the level of protection. 


� See Lunney, Quiet Revolution,, supra note XX, at 50-51.


� The claim for perfect differentiation is qualified because if policymakers had sufficient information about expected value to perfectly tailor rights, a more efficient policy response to underproduction would be to pay innovators directly for the costs of innovation while leaving the costs of distribution to competitive markets. See, e.g., Mark A. Lemley, Ex Ante versus Ex Post Justifications for Intellectual Property, 71 U. Chi. L. Rev. 129, 131, 135 (2004) (characterizing intellectual property rights as a “necessary evil” and arguing that default preference in market economy is to leave distribution to competitive markets).  Nonetheless, if the policymaker’s options are restricted to the creation of exclusive rights, perfectly differentiated rights are superior to a regime of uniform rights with perfect price discrimination because dynamic inefficiencies would be eliminated as well.


� See, e.g., Robert P. Merges, Uncertainty and the Standard of Patentability, 7 High Tech. L.J. 1, 35 (1992) (stating that ideal patent system would weigh social costs and benefits on a per-invention basis and grant protection only when doing so would produce a net social benefit); cf. Burk & Lemley, Policy Levers, supra note XX, at 1634 (“Thus, in a perfect world the patent system might well be differentiated to give optimal incentives to each different industry.”); Nancy Gallini & Suzanne Scotchmer, Intellectual Property: When Is It the Best Incentive System?, in 2 Innovation Policy and the Economy, 51, 53, 71 (Adam Jaffe, Joshua Lerner & Scott Stern, eds., 2002) (“[I]ntellectual property regimes should be designed so that the subject matter of each one has relatively homogenous needs for protection”); Merges & Nelson, supra note XX, at 843. For a formal model of perfect differentiation, see Lunney, Quiet Revolution, supra note XX, at 44. 


� Both proponents and critics of perfect price discrimination for goods protected by intellectual property rights often focus on static analysis at the expense of the dynamic perspective.  Contrary to the assertions of both groups, perfect price discrimination cannot be designed to give the producer the entire surplus generated by her output because the economic justification for intellectual property rights requires that there be consumer surplus. Surplus, however, must be measured over the entire useful life of the intellectual work, discounted to present value. The standard analysis assumes that there is an optimal division of that surplus between consumers and producers that must be held constant.  Perfect price discrimination shifts the distribution of the producer’s share of the surplus to earlier periods.  Consequently the public must be paid with interest in the form of a substantially shortened duration of protection.  Thus, perfectly differentiated rights coupled with perfect price discrimination would have shorter durations than they would in the absence of price discrimination.


� Other layers of complexity can be added.  For example, when the law directly grants an entitlement, whether the holder has a put option (the option to alienate) will vary depending upon the transaction structure governing the entitlement. 


� See, e.g., Ian Ayres, Optional Law:  the Structure of Legal Entitlements (forthcoming 2005); Oren Bar-Gill, Pricing Legal Options:  A Behavioral Perspective, (working paper, 2005), available at � HYPERLINK "http://lsr.nellco.org/cgi/viewcontent.cgi?article=1019&context=nyu/lewp" ��http://lsr.nellco.org/cgi/viewcontent.cgi?article=1019&context=nyu/lewp�


� See U.S. Const. amend XXVI (making age 18 the age of majority for voting purposes).


�    See, e.g. 42 U.S.C. § 1971(e) (implementing Fifteenth Amendment and stating that “[w]hen used in the subsection, the word ‘vote’ includes all action necessary to make a vote effective including, but not limited to, registration or other action required by State law prerequisite to voting, casting a ballot, and having such ballot counted and included in the appropriate totals of votes cast with respect to candidates for public office and propositions for which votes are received in an election”). 


� See, e.g., 42 U.S.C. § 1971(a)(2)(C) (limiting use of literacy tests as prerequisite for voting in response to abuse of such practices to achieve racially discriminatory objectives).


� See 42 U.S.C. § 1973gg(b)(1) (stating that purpose of motor-voter registration is “to establish procedures that will increase the number of eligible citizens who register to vote in elections for Federal office.”).


� See, e.g., Lee Ann Fennell, Revealing Options, 118 Harv. L. Rev. 1399 (2005).


� In finance circles, options are divided among “call” and “put” options.  See, e.g., Risk Glossary: Options, available at � HYPERLINK "http://www.riskglossary.com/articles/option.htm" ��http://www.riskglossary.com/articles/option.htm� (last visited Apr. 30, 2005). A call option gives the holder the option to purchase an asset at a specified price, and a put option gives the holder the option to sell an asset at a specified price. See id. Option contracts generally include certain temporal constraints, such as date on which the option expires or constraints on when the option may be exercised. See id. (distinguishing among American (exercise any time up to expiration date), European (exercise only on expiration date), and Bermudan (exercise at specified dates prior to expiration) options).


� See Long, Information Costs, supra note XX, at XX.


� The rules/standards literature is substantial. See, e.g., Mark Kelman, A Guide To Critical Legal Studies 15-63 (1987); Frederick Schauer, Playing By The Rules: A Philosophical Examination Of Rule-Based Decisionmaking In Law And In Life 104 (1991); Duncan Kennedy, Form and Substance in Private Law Adjudication, 89 Harv. L. Rev. 1685, 1687-1713 (1976); Pierre Schlag, Rules and Standards, 33 UCLA L. REV. 379, 379-430 (1985); Carol M. Rose, Crystals and Mud in Property Law, 40 STAN. L. REV. 577, 592-93 (1988); Margaret Jane Radin, Reconsidering the Rule of Law, 69 B.U. L. REV. 781, 783-90 (1989); Louis Kaplow, Rules Versus Standards: An Economic Analysis, 42 Duke L.J. 557 (1992); Cass R. Sunstein, Problems With Rules, 83 Cal. L. Rev. 953 (1995); Eric A. Posner, Standards, Rules, and Social Norms, 21 Harv. J.L. & Pub. Pol'y 101 (1997).


� For present purposes, the following definitions make the point:


(a) Rules. - A legal directive is "rule"-like when it binds a decisionmaker to respond in a determinate way to the presence of delimited triggering facts.


. . . .


(b) Standards. - A legal directive is "standard"-like when it tends to collapse decisionmaking back into the direct application of the background principle or policy to a fact situation.


Kathleen M. Sullivan, The Justices of Rules and Standards, 106 Harv. L. Rev. 22, 57-58 (1992).  It is critical that “the decisionmaker” be understood to include the enforcer as well as the adjudicator.  A speed limit would appear to be a paradigmatic rule, but it becomes a standard in the hands of an enforcer who relies on a set of contextual factors when deciding how to enforce the provision.


� See Richard C. Levin, et al., Appropriating the Returns from Industrial Research and Development, 1987 Brookings Papers on Econ. Activity 728, 818 (1987) (“Since the impact of legal protection of intellectual property depends on the strength of other appropriability mechanisms and varies widely among industries, focused efforts to solve problems in specific markets would be more prudent than a broad attempt to upgrade protection.”).


� This will turn in part on (1) the magnitude of the innovation costs to be financed, (2) the level of demand for the innovation, and (3) the number and market power of potential competitors.  See Frischmann, (discussing features of “naked market”).


� See, e.g., Richard A. Posner, The Law and Economics of Intellectual Property, Daedalus 5, 12 (Spring 2002) (“Unfortunately, the empirical problems are acute–and little progress has been made as yet toward their solution. . . . . The task is daunting, for it requires that we be able to estimate both the social gains from additional intellectual property of different types and the social costs of trying to induce the creation of the additional intellectual property by means of adjustments in the regime of intellectual property rights.”).


� I thank Michael Abramowicz for this point. [CHECK]


� [cites]


� The Wright Brothers, for example, chose Kitty Hawk, North Carolina as the site of their flight experimentation not only for its wind conditions but also for its remoteness. Cite (PBS documentary if nothing else).  Any information generated by their experiments would remain excludable until they chose to communicate it.


� Trade secret law is concerned with keeping valuable information excludable where the producer does not to seek to sell the information directly.  See, e.g., Heald (arguing that one of patent law’s virtues is to forestall inefficient investments in such security measures); Jerome H. Reichman, Legal Hybrids Between the Patent and Copyright Paradigms, 94 Colum. L. Rev. 2432 (1994).


� See Frischmann, supra n. X, at 369 (“Lead time advantage is primarily dependent on secrecy, timing, and the ease of copying or reverse engineering.”).


� See generally W.T. Robinson et al., First-mover Advantages from Pioneering New Markets, 9 Rev. Indus. Org. 1 (1994)


� See Jonathan M. Barnett, Private Protection of Patentable Goods, 25 Cardozo L. Rev. 1251 (2004) (collecting sources).


� Indeed, when Stephen Breyer surveyed the book publishing industry in 1970, he concluded that copyright was largely superfluous for ensuring optimal book production in most segments of the industry because of the relatively high costs of competition, the initial publisher’s lead-time profits, and the initial publisher’s ability to retaliate against new entrants by underselling them (after having reaped the profits of supracompetitive prices during the lead time).  See Breyer, supra n. X, at 299-302, 309-13.


� One study shows that imitation costs for patentable goods can run about 65% of the costs of innovation. See Edwin J. Mansfield et al., Imitation Costs and Patents: An Empirical Study, 91 Econ. J. 907, 909-10 (1981).  However, about 70% of the goods studied were patented and “imitation costs” included the costs of inventing around the patent.  Consequently, this data does not translate into the costs of competition in markets without intellectual property rights.


� See e.g., Jerome H. Reichman, Legal Hybrids Between the Patent and Copyright Paradigms, 94 Colum. L. Rev. 2432 (1994).  One commercial publisher has decided to rely solely on its lead-time advantage for its line of books directed at open source programmers.  See Steve Lohr, Steal This Book?  A Publisher Is Making It Easy, N.Y. Times, Jan. 13, 2003, at C4.


� Thanks to Michael Abramowicz for suggesting this argument.


� See Reichman, supra note XX, at ___.


� On the role of trade secret, see Reichman, Legal Hybrids. . .  For an example of trademark’s power, the PENGUIN CLASSICS mark gives Penguin Group, USA a noticeable advantage in the market for books in the public domain.  See Bill Goldstein, Publishers Give Classics a Makeover, N.Y. Times, Feb. 10, 2003 at ___ (Business).  Even in the absence of copyright protection, publishers find it profitable to invest in competing publications.  Id.  In addition to the power of brand recognition, the inducements for these investments in the absence of copyright protection are that the investment is less risky because the status of these books as “classics” demonstrates some demand, and network effects magnify the demand as these books become required reading in secondary school and “must-read” items for adult book groups.


� See Gideon Parchomovsky & Peter Siegelman, Towards an Integrated Theory of Intellectual Property, 88 Va. L. Rev. 1455, 1457 (2002) (“Those who actually use intellectual property protection, however, appreciate that its various modalities can be combined to yield important synergies: Patents can help create goodwill, and trademarks can be used to appropriate the gains from innovation.”).


� Such an analysis is complicated by the presence of exclusive rights in the use of access and copy controls.  See 17 U.S.C. § 1201.


� Tax incentives can be used to spur investments in certain types of innovation – e.g., development of uses for solar energy – or as an add-on incentive to existing intellectual property rights.  The latter has caused a stir recently concerning valuations used when deductions are taken for patents donated to eligible charities. [cites]


� For an argument to this effect with respect to publicly financed biotechnology research, see Arti K. Rai & Rebecca S. Eisenberg, Bayh-Dole Reform and the Progress of Biomedicine, 66 Law & Contemp. Prob. ____ (2002); see also John M. Golden, Biotechnology, Technology Policy, And Patentability: Natural Products And Invention In The American System, 50 Emory L.J. 101, 109 (2001) (arguing that patent analysts often overlook role of multibillion-dollar public investments in research in biotechnology industry).


� Listen to Robert Reich, _______, Marketplace, Oct. 29, 2003 available at http://www.marketplace.org/.


� Hakfoort segregates the “superstar” effect from network effects, but the “superstar” phenomenon is just a network externality by a different name.  On one telling, superstars emerge in some markets because it lowers consumer search costs for quality goods.  See Hakfoort, (citing Sherwin Rosen, The Economics of Superstars, 71 Am. Econ. Rev. 845 (1981).  A more convincing account would focus on the signaling function that certain forms of consumption play.  Once momentum builds behind a particular book, movie, song, entertainer, athlete, or fashion design, consumers’ purchasing decisions will be influenced more by the importance of signaling membership in the herd than by any subjective evaluation of the good’s quality.  See Robert H. Frank & Phillip J. Cook, The Winner-Take-All Society: Why the Few at the Top Get So Much More Than the Rest of Us (1996).


� See Shapiro & Varian, supra n. X, at ___; Lisa N. Takeyama, The Welfare Implications of Unauthorized Reproduction of Intellectual Property in the Presence of Demand Network Externalities, 17 J. Ind. Econ. 155, 165 (1994) (“Once the network-enhancing effect of the copies is taken into account, not only can copying lead to greater firm profits, it can produce a Pareto improvement in social welfare, despite the absence of indirect appropriation.”).


� See Mark A. Lemley & David McGowan, Legal Implications of Network Economic Effects, 86 Cal. L. Rev. 479 (1998).


� See Lemley, Economics of Improvement, supra n. X, at 1066-67 (stating that intellectual property rights reinforce market power where there are strong standardization effects).


� See Moglen, Stallman


� See LP, Copyright, at 331-32; Lemley, Economics of Improvement, supra n. X, at 994 (“In a private market economy, individuals will not invest in invention or creation unless . . . they can reasonably expect to make a profit from the endeavor.”). Some cultural innovators have been candid about their pecuniary motivations to create.  See, e.g., Tyler Cowen, In Praise of Commercial Culture 18 (1998) (citing comments by Mozart and Charlie Chaplin among others).


� See, e.g., John R. Allison & Emerson H. Tiller, The Business Method Patent Myth, 18 Berkeley Tech. L. J. 987, 1021 (2003) (“Moreover, treating different technologies differently places too great a premium on ex ante definitions, such that the definitional scheme will be at least partially defeated because of the significant transaction costs associated with attorney efforts to opt into or out of a definition by carefully differentiation invention descriptions and patent claims.”).


� The few economists who have considered the matter are relatively optimistic about the stability of differentiated protections. See Nancy Gallini & Suzanne Scotchmer, Intellectual Property: When Is It the Best Incentive System?, in 2 Innovation Policy And The Economy 51, 53, 71 ((Adam Jaffe, Joshua Lerner & Scott Stern, eds, 2002) (“[I]ntellectual property regimes should be designed so that the subject matter of each one has relatively homogenous needs for protection”)  Wagner?


� The phenomenon of legal arbitrage is most familiar in the context of applying intellectual property laws to new technologies.  E.g., National Broadcasting Co., v. Satellite Broadcast Networks, Inc., 940 F.2d 1467, 1471 (11th Cir. 1991) (holding that satellite television network was a “cable system” eligible to retransmit broadcast television programs under a statutory license), superseded by regulation, Satellite Broadcasting and Comm. Ass’n v. Oman, 17 F.3d 344 (11th Cir. 1994) (upholding Copyright Office regulation rejecting satellite system eligibility for “cable system” license); see also 17 U.S.C. §§ 119, 122 (2000) (providing separate statutory licenses for satellite retransmissions of broadcast signals).


� 534 U.S. 124 (2001).


� See, e.g., Plant Variety Protection Act of 1970, 7 U.S.C. § 2321 et seq.; Asgrow Seed Co. v. Winterboer, 513 U.S. 179 (1995) (rejecting Federal Circuit’s “crop-by-crop” reading of the PVPA); Plant Patent Act of 1930, 35 U.S.C. §§ 161-164 (1994 & Supp. V).  TRIPS Article 27.3 permits adherents to adopt sui generis protection for plant varieties.


� For a vigorous argument against legal complexity in copyright law, see Jessica Litman, Digital Copyright (2001).


� While the complexity of these provisions may reduce the amount of litigation, they do raise the risks of courts misreading these provisions. See, e.g., Bridgeport Music, Inc. v. Dimension Films, Inc., 410 F.3d 792 (6th Cir. 2005) (misreading 17 U.S.C. § 114); see also Michael Carroll, Music Sampling - Overdue Venting about Bridgeport, Carrollogos (May 4, 2006) at � HYPERLINK "http://carrollogos.blogspot.com/2006/05/music-sampling-overdue-venting-about.html" ��http://carrollogos.blogspot.com/2006/05/music-sampling-overdue-venting-about.html�.


� See, e.g., Michael W. Carroll, Disruptive Technology and Common Law Lawmaking: A Brief Analysis of A&M Records, Inc. v. Napster, Inc., 9 Vill. Sports & Ent. L.J. 5 (2002) (copyright law has been product of business-to-business negotiations); William F. Patry, Copyright and the Legislative Process: A Personal Perspective, 14 Cardozo Arts & Ent. L.J. 139, 141 (1996) (“In my experience, some copyright lawyers and lobbyists actually resent members of Congress and staff interfering with what they view as their legislation and their committee report.”); Jessica Litman, Copyright Legislation and Technological Change, 68 Or. L. Rev. 275, 277 (1989).


� No. 122 at 6.; see also Merges, 100 Years of Solicitude, 88 Cal. L. Rev. 2187, 2234-36. Professor Landes and Judge Posner more recently have recognized the point Stephen Breyer raised in 1970 – with respect to the duration of exclusive rights, incumbent rightsholders have strong incentives to press for extensions even when an extended term would be socially undesirable. See Breyer, supra n. X, at ___; Landes & Posner, Indefinitely Renewable Copyright One would think the same could be said about incumbents’ efforts to expand the scope of rights, by adding a series of paracopyright rights, for example.


� Cite Bush Administration support for generics; states as market participants announcing intentions to arbitrage geographic price discrimination by purchasing drugs from Canada.


� A prominent example is the increased presence of the Consumer Electronics Association and the Consumers Union in the legislative process in the wake of the Digital Millennium Copyright Act.  The costs of software patents has led to a similar awakening.  (Cite to American opposition to proposed EU Software Directive).


� On the other hand, where industry-specific action does not raise costs for discrete parties, the skeptics vision of a legislative feeding frenzy by rightsholders could well be realized.  Cf. Legislation to change export subsidies [N.Y. Times, Oct. 31]


� See Burk & Lemley.  But see Wagner.
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