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I.  INTRODUCTION 
 

      Traveling almost anywhere in the world quickly demonstrates to the traveler that the 
primary American export is not the widget, but an asset that is intangible and quite 
valuable. McDonald’s, Microsoft, Coke, Pepsi, Levis, and Wal-Mart aren’t known 
worldwide simply because of hamburgers, computer programs, drinks, items of clothing, 
or places to shop. Rather, these firms are famous because of the entire package:  unique 
products, a memorable corporate image and logo, and a marketing scheme with 
recognizable jingles and catch phrases. These multinational enterprises are known 
because of certain indefinable qualities that set them apart from all others, that je ne sais 
quoi. The assets that make these firms so recognizable — patents, trademarks, and 
copyrights — are valuable pieces of intellectual property.  In recent years, the 
phenomenal growth of the World Wide Web has opened new avenues and markets for 
trade in intellectual property, as well as a host of concomitant problems.    
      This article will review some of the important cases and changes in intellectual 
property law during the past couple of years, highlighting recent case decisions.   Section 
II will review important legislation concerning intellectual property. Section III will 
discuss case law according to the type of intellectual property:  patent, trademark, and 
copyright. The article concludes by noting the impact that certain trends in intellectual 
property law may have upon business managers and their legal counsel. 

 
 

II.   NEW STATUTES  
 
     The Intellectual Property and Communications Omnibus Reform Act of 1999 (IPC 
Reform Act) became law on November 29, 1999.1  Part of a $390 billion omnibus 
spending package, the law included two important reforms for the practice of intellectual 
property:  the American Inventors Protection Act of 1999 and the Anticybersquatting 
Consumer Protection Act.  The American Inventors Protection Act (AIPA), effective as 
of January 28, 2000, is perhaps the most sweeping reform of patent law since the 1950’s.2  

                                                 
*Assistant Professor of Business Law, University of North Carolina at Wilmington 
1 Pub. L. No. 106-113 [S. 1948] (Nov. 29, 1999).       
2 American Inventors Protection Act of 1999, Pub. L. No. 106-113, 113 Stat. 1501 (codified as amended in 
several sections of 35 U.S.C.). 
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The Anticybersquatting Consumer Protection Act (ACPA),3 found in Title III of the IPC 
Reform Act, was prompted by a series of lawsuits against cybersquatters, those persons 
who deliberately and in bad faith register a domain name with a distinctive or famous 
mark for the purpose of selling it to the registered trademark owner. Both laws have 
provisions designed to respond to the rapid growth of the Internet and increasing 
international trade in intellectual property. 4 

 
 

A. AMERICAN INVENTORS PROTECTION ACT OF 1999 
 

     Other than changes related to administration of the Patent & Trademark Office (PTO), 
the important provisions of the American Inventors Protection Act are found in Subtitles 
A, C, D, and E. Subtitle A contains the Inventor’s Rights Act, which seeks to protect 
inventors from fraudulent acts of invention promoters.5 Under the act, invention 
promoters have a duty to disclose material facts to customers and injured customers have 
statutory remedies. Though well intentioned, the statute offers a vague definition of 
“invention promoter” that naturally will lead to litigation in which the scope of the term 
is at the heart of the dispute. 
     The “First Inventor Defense Act of 1999,” contained in Subtitle C, creates a limited 
“prior user” or “earlier inventor” defense against patent infringement.6 The act was a 
Congressional response to the glut of business methods patents filed with the Patent and 
Trademark Office (PTO) following the 1998 decision in State Street Bank and Trust Co. 
v. Signature Financial Group.7 In State Street, the Federal Circuit Court of Appeals 
interpreted 35 U.S.C. Section 102(g) to preclude the patentability of any invention, 
including business methods, if the invention had been “in public use” or “on sale” in the 
United States, or had been used to produce commercial products, for more than one year.   
Prior to State Street, many U.S. inventors who had invented and commercialized business 
methods and processes believed them to be not patentable in accordance with case law.   
The purpose of Subtitle C is to balance the interests of U.S. inventors of business 
methods and processes and the interests of U.S. or foreign inventors who later patent the 
method or process.8  Therefore, the court established a defense to a patent infringement 
suit if the defendant acted in good faith, actually reduced the subject matter to practice at 
least one year prior to the filing date of the patent in question, and “commercially used” 
the subject matter before the effective filing date of the patent.9 
                                                 
3 Anticybersquatting Consumer Protection Act of 1999, Pub. L. No. 106-113, 113 Stat. 1536 (codified at 15 
U.S.C. § 1125(d)). 
4 For example, the Senate Report supporting the ACPA states:  “Trademark owners are facing a new form 
of piracy on the Internet caused by acts of ‘cybersquatting,’ . . . .“  S. Rep. No. 106-140, at 4 (1999). 
5 Inventor’s Rights Act, Pub. L. No. 106-113, § 4102, 113 Stat. 1501A-552, 1501A-552 to –554 (codified 
at 35 U.S.C. § 297).   
6 First Inventor Defense Act of 1999, Pub. L. No. 106-113, § 4302, 113 Stat. 1501A-555, 1501A-555 to –
557 (codified at 35 U.S.C. § 273). 
7 149 F.3d 1368 (Fed. Cir. 1998), cert. denied, 525 U.S. 1093 (1999).  Prima rily due to the open door for 
business methods patents, the PTO received twice the number of patents in 1999 as it did in 1998.    See Pat 
Costello, Legal Update:  New Law Creates a Patent Infringement Defense and Restructures the Patent and 
Trademark Office, 6 B.U.J.SCI. & TECH.L. 16 (2000).   
8 See 145 CONG. REC. S14716 (Nov. 17, 1999) (statements on Introduced Bills and Joint Resolutions). 
9 35 U.S.C. § 273(B)(1); see also  35 U.S.C. § 102(g). 
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      Subtitle D contains the “Patent Term Guarantee Act of 1999,” intended to rectify 
some of the loss in patent value, especially in the international market, caused by PTO 
administrative delay. 10   The act establishes certain deadlines for PTO action and extends 
the patent term on a day-by-day basis if the PTO exceeds the time limits. Numerous 
limitations on the extension exist, however, making a determination of the patent 
guarantee difficult at best. Nonetheless, when royalties on pharmaceutical patents (for 
example) can reach $1 million per day, each day’s extension is worth the price of 
confusion. 11   
      The “Domestic Publication of Foreign Filed Patent Applications Act of 1999,” set 
forth in Subtitle E of the IPC Reform Act, established a new publication process for 
foreign filed patent applications.12  Under the rules, effective as of November 29, 2000, 
the PTO will publish a patent application domestically eighteen months after the filing 
date.  Once published, the applicant has provisional rights, such as the right to reasonable 
royalty during pendency of an application. The applicant may avoid domestic publication 
by certifying that the invention has not and will be the subject of a foreign-filed 
application. 13 Perhaps the most important aspect of Subtitle E amends U.S. law to give 
domestic protection and provisional rights to an international filing under the Patent 
Cooperation Treaty. 14        

 
 

B. ANTICYBERSQUATTING CONSUMER PROTECTION ACT OF 1999 
 
      During the late 1990’s, the Internet gold rush to register domain names created an 
unusual phenomenon:  cybersquatting.  Cybersquatting refers to the deliberate, bad-faith, 
and abusive registration of “well-known brand names as Internet domain names” to force 
the trademark owner “to pay for the right to engage in electronic commerce under their 
own brand name.”15  The Anticybersquatting Consumer Protection Act16 (ACPA) was the 
Congressional response to such a practice because it threatened “the continued growth 
and vitality of the Internet as a platform” for “communication, electronic commerce, 
education, entertainment, and countless other yet-to-be-determined uses.”17   The ACPA 
amended Section 45 of the Lanham Act18 to add definitions for “domain name” and 

                                                 
10 Patent Term Guarantee Act of 1999, Pub. L. No. 106-113, § 4402, 113 Stat. 1501A-557, 1501A-557 to –
559 (to be codified at 35 U.S.C. § 154(b)(1)).   
11 Statistic noted by Gale R. Peterson, in a presentation at the Advanced High Tech Litigation Conference, 
State Bar of Texas, May 11, 2000.  
12 Domestic Publication of Foreign Filed Patent Applications Act of 1999, Pub. L. No. 106-113, §§ 4502-
4506, 113 Stat. 1501A-561 (codified in scattered sections of 35 U.S.C.) 
13 Some applicants wish to avoid domestic publication for reasons of secrecy.  See generally Rebecca S. 
Eisenberg, Correspondence:  The Promise and Perils of Strategic Publication to Create Prior Art:  A 
Response to Professor Parchomovsky, 98 MICH. L. REV. 2358 (June 2000). 
14 Prior to the Act, 35 U.S.C. § 374 stated that publication under the Patent Cooperation Treaty provided no 
rights under U.S. patent law. 
15 S. Rep. No. 106-140, 4-5 (1999).  See Sporty’s Farm, L.L.C. v. Sportsman’s Market, Inc., 202 F.3d 489 
(2d Cir. 2000). 
16 Anticybersquatting Consumer Protection Act of 1999, Pub. L. No. 106-113, 113 Stat. 1536 (codified at 
15 U.S.C. § 1125(d)). 
17 S. Rep. No. 106-140, at 8.   
18 The Trademark Act of 1946 (Lanham Act), 15 U.S.C. § 1051 et seq.. 
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“Internet,”19 and a cause of action against a cybersquatter.  Under the ACPA, a person 
alleged to be a cybersquatter is liable to a trademark owner if the person, with bad faith 
intent to profit from the mark, registers, traffics in, or uses as a domain name a mark that 
is either identical or confusingly similar to a distinctive or famous mark.20 The Act sets 
forth a good faith defense to an allegation of cybersquatting and the factors to be 
considered in determining bad faith. 21 Prior to the ACPA, actions against cybersquatters 
relied upon the antidilution provisions of the Lanham Act.22  Since the ACPA, a number 
of lawsuits have been filed under the act and one reached the appellate level; 
undoubtedly, many more cases will follow.   
 
 

III.   CASE LAW UPDATE 
 

A. PATENT CASES 
 
     Since much of the American Inventors Protection Act became effective in late 2000, 
we can expect a number of judicial opinions interpreting key provisions, such as the 
vague definition of “invention promoter,” during the next couple of years. Moreover, 
since the rush to file business methods patents began only recently, we can expect the 
number of cases to grow concerning PTO decisions on business methods patent 
applications. However, case law during 2000 remained generally consistent with prior 
years.  A review of the year’s cases indicates that the stumbling block for the losing party 
in most cases was related to one or more of three errors:  a poorly drafted patent, a failure 
to present sufficient evidence, or the inability to preserve an evidentiary issue or claim for 
appeal. The case of Hilgraeve Corporation v. McAfee Associates, Inc. exemplifies a 
situation in which all three errors were present.23 
      One lesson of the case is that surrendering claims, either because of the way the 
patent is drafted or during trial, may damage or destroy the case. Patent owner Hilgraeve 
Corp. filed a patent infringement suit against McAfee Associates (now Network 
Associates, Inc.) for McAfee’s VirusScan product. Hilgraeve’s patent No. 5,319,776 (the 
‘776 patent) describes a program that scans or screens a body of data for computer 
viruses.  The screening described in the ‘776 patent occurs before storage of the data on 
the destination storage medium and automatically blocks storage if the program detects a 
virus.  During the patent application process, amendments to the ‘776 patent limited the 
patent to screening before “storage.” McAfee asserted that its product, VirusScan, screens 
                                                 
19 “Domain name” means any alphanumeric designation which is registered or assigned by any domain 
name registrar, domain name registry, or other domain name registration authority as part of an electronic 
address on the Internet.  “Internet” has the meaning set forth in Section 230(f)(1) of the Communications 
Act of 1934, 47 U.S.C. § 230(f)(1) (2000). 
20 15 U.S.C. § 1125(d)(1)(A).   
21 Id. § 1125(B)(7)(i) and (ii). 
22 See, e.g., Panavision Int’l L.P. v. Toeppen, 141 F.3d 1316, 46 USPQ2d 1511 (9th Cir. 1998), Intermatic 
v. Toeppen, 947 F.Supp. 1227 (N.D.Ill. 1996).   The defendant in both cases was well-known cyber pirate 
Dennis Toeppen, who had registered over 200 domain names, many of them well-known marks.     
23 Hilgraeve Corp. v. McAfee Assoc., Inc., 224 F.3d 1349 (Fed. Cir. 2000).  See also , Hilgraeve Corp. v. 
Symantec Corp., 265 F.3d 1336 (Fed. Cir. 2001), rehrg and rehrg en banc denied, 2001 U.S. App. LEXIS 
26125.  The claims in the Symantec case were similar to the McAfee case, thus the appellate court decided 
correspondingly, affirming in part, reversing in part, and remanding for further proceedings. 
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the digital data only after it has been “stored” on the destination storage medium.  In a 
summary judgment hearing, the district court determined that, under the doctrine of 
equivalents, if McAfee’s VirusScan product screens for viruses after “storage,” the 
product cannot infringe any claim of the ‘776 patent held by Hilgraeve.24  On the other 
hand, if the screening occurred prior to “storage,” literal infringement may have occurred. 
The district court ruled that Hilgraeve’s patent amendments surrendered the option of 
accusing a product of infringing the ‘776 patent by equivalents if the product does not 
screen before storage.  The Federal Circuit affirmed the lower court’s summary judgment 
and held that prosecution history estoppel bars application of the doctrine of 
equivalents.25  Thus, Hilgraeve’s patent drafting surrendered claims and estopped the 
possibility that screening before storage might be a patent infringement.    
      To rule on the summary judgment motion, the district court relied only on expert 
testimony about the operation of VirusScan and declined to consider Hilgraeve’s offer of 
McAfee’s VirusScan promotional materials that, according to Hilgraeve, showed that a 
VirusScan user would believe the program operated in the same manner as the program 
of the ‘776 patent.26 The appellate court reviewed the entire proceeding and, due 
primarily to the distinct difference of opinion between McAfee’s expert and Hilgraeve’s 
expert, believed that neither expert definitively answered whether “storage” occurred 
before or after screening in the VirusScan product. Therefore, the appellate court  
remanded the case for a determination on the factual question of whether “storage,” as 
defined by the district court, occurs before or after screening in McAfee’s VirusScan 
product.  In other words, the appellate court sent the case back to trial for a battle of the 
experts to determine whether literal infringement occurred.  The other lesson from the 
case, then, is that spending time and money to present sufficient and convincing expert 
testimony at the evidentiary hearing is better than spending time and money to clean up 
the case late.      

 
 

B. TRADEMARK CASES 
 
     The first appellate decision on a case filed under the Anticybersquatting Consumer 
Protection Act (ACPA)27 was decided on January 22, 2001.28 Volkswagen, the auto 
manufacturer, filed suit against Virtual Works, which registered the domain name vw.net 
with Network Solutions, Inc. (NSI).  Evidence indicated that the principals of Virtual 
Works recognized that some Internet users might associate vw.net with Volkswagen, but 
decided that if Volkswagen approached them, they would sell the site to Volkswagen “for 

                                                 
24 Summary judgment is a frequent end to a patent case at the district court level; thus, parties must be 
prepared early in the case with evidence sufficient to cope with a summary judgment motion.   
25 Hilgraeve Corp. v. McAfee Assoc., Inc., 224 F.3d 1349, 1355 (Fed. Cir. 2000) (“Prosecution history 
estoppel bars recapture of subject matter surrendered during prosecution.”). 
26 The district court also declined to consider a declaration and exhibits offered by one of the co-inventors 
of the ‘776 patent stating that McAfee’s expert testimony was a “thinly veiled effort to introduce expert 
testimony in an improper manner.”  Hilgraeve Corp. v. McAfee Assoc., Inc., 70 F.Supp. 2d 738, 754 (E.D. 
Mich. 1999). 
27 15 U.S.C. § 1125(d). 
28 Virtual Works, Inc. v. Volkswagen of Am., Inc., 238 F.3d 264 (4th Cir. 2001), aff’g sub nom., Virtual 
Works, Inc. v. Network Solutions, Inc., 106 F.Supp 2d 845 (E.D. Va. 2000).    
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a lot of money.”  Moreover, Virtual Works chose not to register a number of other, more 
descriptive, domain names.  After some Volkswagen dealerships contacted Virtual Works 
to purchase the vw.net domain name, Virtual Works offered to sell the domain name to 
the Volkswagen manufacturer and threatened that if the manufacturer failed to respond 
within twenty-four hours, Virtual Works would sell the domain name to the highest 
bidder.  Volkswagen initiated NSI’s dispute resolution procedure, but Virtual Works 
responded with a declaratory judgment action against Volkswagen. Volkswagen 
counterclaimed, alleging trademark dilution, infringement, and cybersquatting under the 
ACPA.  Evidence established that at the time Virtual Works offered to sell vw.net to 
Volkswagen, the firm was motivated by a bad faith intent to profit from the famous 
nature of the VW mark.  The district court granted Volkswagen’s motion for summary 
judgment on its claims and dismissed the Virtual Works claims.  Furthermore, the district 
court ordered Virtual Works to relinquish to Volkswagen the rights to the vw.net domain 
name.29  Affirming the distric t court’s ruling, the appellate court referred to the actions of 
Virtual Works and declared, “This is the sort of misconduct that Congress sought to 
discourage.”30   The Volkswagen case became precedent for numerous ACPA cases that 
followed during 2001.31 
     During the past year, appellate courts reviewed numerous cases filed under the 
Lanham Act.32  In straightforward claims of trademark infringement, courts reviewed 
cases involving toys, mood elevating substances, food, medical devices, rock and roll 
groups, detergent, children’s clothing, and security storage boxes.  The party alleging 
infringement won in only two of these cases, both out of the United States Circuit Court 
of Appeals for the Seventh Circuit.  Ty, Inc., the Beanie Babies manufacturer, was able to 
maintain a preliminary injunction against a licensee of NASCAR that attempted to sell 
“Beanie Racers.”33 Eli Lilly & Company, manufacturer of the prescription anti-
depression drug known as Prozac, was able to maintain a preliminary injunction against 
an Internet start-up company that attempted to market an herbal “mood elevator” under 
the name Herbrozac.34  In each case, the appellate court made it clear within the initial 
paragraphs of the opinion that the plaintiffs owned well-known trademarks and that the 
infringing marks were unfairly close to the protected marks. In the Eli Lilly case, the 
court noted that the infringing company even used the term “Prozac” in the description of 
the infringing product and as a metatag on its web site.35   In the Ty and Eli Lilly cases, 
evidence weighed heavily in favor of the parties alleging infringement, but what went 
wrong for the parties alleging infringement in other cases?   In short, the parties generally 
                                                 
29 Virtual Works, Inc. v. Network Solutions, Inc., 106 F.Supp.2d 845, 847 (E.D. Va. 2000).    
30 Virtual Works, Inc. v. Volkswagen of Am., Inc., 238 F.3d 264 (4th Cir. 2001), aff’g sub nom., Virtual 
Works, Inc. v. Network Solutions, Inc., 106 F.Supp 2d 845 (E.D. Va. 2000).   
31 E.g., People for the Ethical Treatment of Animals v. Doughney, 263 F.3d 359 (4th Cir. 2001), and 
Shields v. Zuccarini, 254 F.3d 476 (3rd Cir. 2001).     
32 The Trademark Act of 1946 (Lanham Act), 15 U.S.C. § 1051 et seq.. 
33 Ty, Inc. v. The Jones Group, Inc., 237 F.3d 891 (7th Cir. 2001) (remanded for further proceedings).   
Since The Jones Group failed to obtain summary judgment in the remanded case, the U.S. District Court 
for the Northern District of Illinois, Eastern Division, has scheduled trial to begin in January 2002.  
NASCAR is the acronym for the National Association of Stock Car Auto Racing, an organization that, 
ironically, is very protective of its intellectual property.  See www.nascar.com.  (last visited  Dec. 29, 
2001). 
34 Eli Lilly & Co. v. Natural Answers, Inc., 233 F.3d 456 (7th Cir. 2000). 
35 Id. at 460. 
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failed to state a valid claim under the Lanham Act, came to court with unclean hands, or 
failed to proffer sufficient evidence that would prove their case. 

In three cases, the plaintiff alleging infringement failed to state a valid claim 
under the Lanham Act.  The Second Circuit held that a musical composition cannot be 
protected as its own trademark under the Lanham Act.36  The Fourth Circuit declared that 
repairing or reconditioning a product (e.g., a medical device) for the product’s owner 
does not constitute a “sale to a third party” and is not actionable under the Lanham Act.37   
The Tenth Circuit court limited the application of the Lanham Act and protected free 
speech.  Specifically, the Proctor & Gamble Company (P&G) appealed a final judgment 
dismissing its trademark dilution claim against Amway Corporation and others for 
disseminating the rumor that P&G is a corporate agent of Satan.  The court affirmed the 
dismissal of P&G’s Lanham Act claim because “the message – associating P&G with 
Lucifer – does not relate to qualities or characteristics of P&G’s products and hence falls 
outside the ambit of the Lanham Act.” 38  Evidently, disparaging the firm rather than the 
firm’s products is not trademark dilution, although it may be a common law tort. 
     Free speech also was the key issue in a sticky case in which the party alleging 
infringement came to court with unclean hands.39  In 1923, Percy L. Crosby created, 
syndicated, and obtained the federal trademark SKIPPY for cartoons that featured a child 
named Skippy. Skippy, Inc. (Skippy) owns the federal trademark SKIPPY for the comic 
strip.  CPC International (CPC) and its predecessors have sold peanut butter under the 
federally registered trademark SKIPPY since 1933.  In 1986, CPC obtained an injunction 
against Skippy for trademark infringement.40 In 1997, Skippy registered the Internet 
domain name Skippy.com, which recounted the life of Skippy’s creator, described “how 
a big corporation worked to steal [his] cartoon trademark,” and asserted full ownership of 
the mark SKIPPY.  In 1999, at the request of CPC, the district court enjoined Skippy 
from publishing certain passages on its web site.41  Skippy appealed the order.  With the 
assistance of the American Civil Liberties Union as amicus curiae, little Skippy beat 
giant CPC.  The Fourth Circuit court examined Skippy’s web site and said, “The web site 
simply tells one woman’s story about her family” and “how a big corporation worked to 
steal her father’s cartoon trademark.”42   Refusing to deny First Amendment protection to 
Skippy, the court vacated the injunction. 
     In another example of the unclean hands scenario, the dispute involved who owned 
the service mark for the 1950’s singing group known as “The Drifters.”43   Larry Marshak 
acquired a federally registered service mark in 1978. After Faye Treadwell, wife of the 
group’s original manager, wrote a book in which she claimed to be the sole owner of 
                                                 
36 EMI Catalogue P’ship v. Hill, Holliday, Connors, Cosmopulos, Inc., 2000 U.S. App. LEXIS 30761 (2d 
Cir. 2000).   See  infra  notes 58-85 and accompanying text.  
37 Karl Storz Endoscopy-America, Inc. v. Fiber Tech Medical, Inc., 2001 U.S. App. LEXIS 1540 (4th Cir. 
2001).   Plaintiff-appellant was the exclusive distributor for Karl Storz rigid endoscopes.  Defendant-
appellee repaired and rebuilt damaged rigid endoscopes. Plaintiff, alleging trademark infringement, 
unsuccessfully sought to enjoin the defendant from providing repair and rebuild services.     
38 Proctor & Gamble Co. v. Haugen, 222 F.3d 1262 (10th Cir. 2000).  However, the court remanded the 
case to the district court to hear P&G’s state tort claims.  
39 CPC Int’l, Inc. v. Skippy Inc., 214 F.3d 456 (4th Cir. 2000).   
40 CPC Int'l, Inc. v. Skippy, Inc., 651 F. Supp. 62, 65 (E.D. Va. 1986). 
41 CPC Int'l, Inc. v. Skippy, Inc., CA-86-109-1-A (E.D. Va. 1986). 
42 CPC Int’l Inc, 214 F.3d   at 462.   
43 Marshak v. Treadwell, 240 F.3d 184 (3d Cir. 2001). 



152/ Vol. 11/Southern Law Journal 

“The Drifters” mark, Marshak filed an infringement suit against Treadwell and others.  In 
their defense, the defendants argued that Marshak had procured the registered mark 
through fraud.  After a trial and post-trial motions, the trial court ordered Marshak’s mark 
cancelled, permanently enjoined Marshak from using the mark, and required Marshak to 
provide an accounting of all profits received since he began using the mark.  Apparently, 
the trial court was irritated by Marshak’s activities to procure the mark.  The appellate 
court reviewed the evidence adduced at trial that proved Treadwell had used and 
attempted to protect the mark for years until Marshak engaged in a series of business 
dealings that left him the sole – and fraudulent -- owner of the registered service mark for 
the group.  The appellate court affirmed the district court’s ruling. 
      For most allegations of trademark infringement during the past year, the decisive 
factor was a failure to proffer sufficient evidence, such as consumer brand recognition 
surveys or documentation of customer confusion or complaints.44  In the typical 
trademark infringement case, courts determine whether the public would be confused as 
to ownership or origin when confronted with a particular mark or phrase. True statements 
of fact do not confuse the public and cannot infringe on a mark.  For example, the Ninth 
Circuit held that a former member of a rock and roll group who referred to himself as a 
former member was stating a fact rather than infringing upon a trademark.45  The First 
Circuit remanded a claim of false advertising under Section 43(a) of the Lanham Act to 
the district court for further proceedings and an evidentiary hearing.46  In explaining how 
the plaintiff must prove the claim, the court instructed that the “plaintiff must show how 
consumers have actually reacted to the challenged advertisement rather than merely 
demonstrating how they could have reacted.”47     
       Courts follow the general rule observing that consumers are not mindless.  The First 
Circuit declared that toy and game manufacturer Hasbro failed to offer significant 
evidence to establish the likelihood of confusion necessary to support the claim of 
trademark infringement against Clue Computing, a computer consulting firm.48  The 
court plainly felt that consumers could tell the difference between computers and a 
child’s game.  The Third Circuit held that customers are not likely to associate Victoria’s 
Secret Miracle Bra product with A&H Sportswear Company, the manufacturer of The 
Miraclesuit swimwear, because Victoria’s Secret places a pointed disclaimer about the 

                                                 
44 Even if a party opposed a trademark application on the basis of potential trademark infringement, 
sufficient evidence was requisite. For example, the circuit court doubted that computer products 
manufacturer Hewlett-Packard could proffer sufficient evidence to prove that the public would confuse 
Hewlett-Packard’s products with the products of Packard Technologies, a commercial printer and 
information processing firm, but remanded to the Patent and Trademark Office Trial & Appeal Board to 
undertake proper fact finding.  Packard Press, Inc. v. Hewlett-Packard Co., 227 F.3d 1352 (Fed. Cir. 2000). 
45 Nicholas Kassbaum, a former bass player in the rock group Steppenwolf, could refer to himself as 
“Formerly of Steppenwolf,” an “Original Member of Steppenwolf,” and an “Original Founding Member of 
Steppenwolf,” because his statements did “not cause a likelihood of confusion.”  Kassbaum v. Steppenwolf 
Prod., Inc., 236 F.3d 487 (9th Cir. 2000), cert. denied, 122 S.Ct. 41 (2001). Kassbaum filed a declaratory 
judgment action and Steppenwolf Productions alleged Kassbaum had infringed on its mark.   
46 Clorox Co. Puerto Rico v. Proctor & Gamble Comm’l Co., 228 F.3d 24 (1st Cir. 2000).  Clorox alleged 
that Proctor & Gamble’s detergent advertisement that “Whiter is not possible” was false and misleading to 
consumers. 
47 Id. at 33. 
48 Hasbro, Inc. v. Clue Computing, Inc., 66 F.Supp. 2d 117 (D. Mass. 1999), aff'd 232 F.3d 1 (1st Cir. 
2000). 
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manufacture of The Miracle Bra in its catalogue.49  The Sixth Circuit held that consumers 
would not associate a faceless toy 1.5 inches tall with a “fringe actor” claiming 
infringement of his right of publicity. 50   
      The more difficult issue in trademark infringement cases is whether the term or 
phrase is inherently distinctive, which may be protected if two marks are confusingly 
similar, or generic, which may not be protected.51  According to appellate courts, the 
phrase “crab house” is a generic term for a restaurant serving crabs,52 and the term “fire-
safe” is a generic term to refer to a type of safe that protects items from fire.53 A 
mnemonic formed by the union of a series of numbers and a word, such as 1-888-M-A-T-
R-E-S-S,” is more like a phrase rather than a compound word, and therefore not 
generic.54  Though the mnemonic may be merely descriptive, it may be registered if the 
mark has acquired secondary meaning or distinctiveness.  The appellate court observed 
that the mattress company had previously-registered marks that are the legal equivalent of 
the mark for which the application had been made, thus, the applicant had shown prima 
facie evidence of acquired distinctiveness.   
      This past year, the Supreme Court held in Wal-Mart Stores, Inc. v. Samara Brothers, 
Inc. that product design, like color, is not inherently distinctive, but may become 
distinctive, and therefore protected as trade dress, only upon a showing of secondary 
meaning. 55  Moreover, appellate courts held that laudatory phrases that are merely 
puffery or descriptive of the alleged merit of a product, such as “The First Name in 
Floorcare” or “Number One in Floorcare,” are not inherently distinctive.56 Laudatory 

                                                 
49 A&H Sportswear, Inc. v. Victoria’s Secret Stores, Inc., 237 F.3d 198 (3d Cir. 2000). Though the 
appellate court found in favor of Victoria’s Secret with regard to A&H’s direct confusion claim (consumers 
will wrongly associate The Miracle Bra with A&H), the court remanded the reverse confusion claim 
(consumers are likely to think that A&H’s Miraclesuit is a Victoria’s Secret product) because the district 
court failed to follow the Third Circuit’s methodology for analyzing a reverse confusion claim. On remand, 
the court found a likelihood of reverse confusion with respect to A & H Sportswear’s use of The Miracle 
Bra trademark on swimwear.  A & H Sportswear, Inc. v. Victoria's  Secret Stores, Inc., 167 F. Supp. 2d 770 
(E.D. Pa. 2001).  Finally, after seven years of the dispute between the two firms, the district court decided 
all remaining issues in the case on January 9, 2002, holding that no monetary relief was appropriate, but 
granting a permanent injunction prohibiting Victoria's  Secret from the use of Miraclesuit, The Miraclebra, 
or any other form of the term "miracle" in connection with swimwear.  A & H Sportswear, Inc. v. 
Victoria’s Secret Stores, Inc., 2002 U.S. Dist. LEXIS 233 (E.D.Pa. 2002). 
50 Landham v. Lewis Galoob Toys, Inc., 227 F.3d 619, 622 (6th Cir. 2000).   
51 To determine whether a mark is protected, the court must decide whether the mark is (1) generic, (2) 
descriptive, (3) suggestive, or (4) arbitrary or fanciful.  A generic mark can never be protected.  A 
descriptive mark may be protected if it has acquired secondary meaning.  Suggestive, arbitrary, or fanciful 
marks serve to identify a particular source of a product and are deemed inherently distinctive and are 
entitled to protection.  Two Pesos, Inc. v. Taco Cabana, Inc., 505 U.S. 763, 768, 120 L.Ed. 2d 615,  112 
S.Ct. 2753 (1992).   
52 Hunt Masters, Inc. v. Landry’s Seafood Restaurant, Inc., 2001 U.S. App. LEXIS 2245 (4th Cir. 2001).   
53 Stuhlbarg Int’l Sales Co., Inc. v. John D. Brush and Co., Inc., 2001 U.S. App. LEXIS 2083 (9th Cir. 
2001).   
54 In Re: Dial-A-Mattress Operating Corporation, 240 F.3d 1341, 2001 U.S. App. LEXIS 2091 (Federal 
Cir. 2001). 
55 Wal-Mart Stores, Inc. v. Samara Brothers, Inc., 529 U.S. 205, 146 L.Ed. 2d 182, 120 S.Ct. 1339 (2000), 
reversing and remanding, 165 F.3d 120 (2d Cir. 1998).   The Supreme Court referred to the textbook case, 
Qualitex Co. v. Jacobson Products Co., 514 U.S. 159 (1995).   
56 Hoover Co. v. Royal Appliance Mfg. Co., 2001 U.S. App. LEXIS 1304 (Fed. Cir. 2001), rehrg. denied 
2001 U.S. App. LEXIS 4040 (Fed. Cir. 2001). Hoover opposed Royal’s trademark application to register 



154/ Vol. 11/Southern Law Journal 

phrases may acquire secondary meaning deserving of trademark protection, but whether a 
mark has acquired distinctiveness is a question of fact and is quite difficult to prove.    
      Laudatory phrases were the key issue in the famous pizza war between Pizza Hut and 
Papa John’s.  In May 1995, Papa John’s adopted the slogan, “Better Ingredients.  Better 
Pizza.”  In 1996, Papa John’s filed for and was granted a federal trademark registration 
for the slogan.  On May 1, 1997, Pizza Hut launched the “Totally New Pizza” campaign 
to which Papa John’s responded with ads specifically targeted at Pizza Hut. Pizza Hut 
responded by filing a civil action charging that Papa John’s laudatory slogan constituted 
false advertising in violation of the Lanham Act.  Papa John’s counterclaimed with the 
same charge.  Following a jury trial featuring a battle of experts, the trial court entered a 
Final Judgment and issued a Memorandum Opinion and Order.  The trial court concluded 
that the “Better Ingredients. Better Pizza.” slogan was mere puffery, but in 1997 the 
slogan became “tainted” during the targeted advertising campaign.  The trial court denied 
Papa John’s motion for judgment as a matter of law and enjoined Papa John’s from 
claiming superiority over Pizza Hut. On September 19, 2000, the Fifth Circuit Court of 
Appeals issued its decision that the phrase “Better Pizza. Better Ingredients.” is non-
actionable puffery under the Lanham Act.57 Though the court concluded there was 
sufficient evidence to support the jury’s conclusion that Papa John’s sauce and dough ads 
were misleading, Pizza Hut “failed to offer sufficient evidence to support the district 
court’s conclusion that the slogan had become fo rever ‘tainted’ by its use as the tag line 
in the handful of misleading comparison ads.”58  Since evidence that consumers would be 
confused is necessary to establish liability under the Lanham Act, the trial court erred in 
denying Papa John’s motion for judgment as a matter of law.  On March 19, 2001, the 
Supreme Court denied Pizza Hut’s petition for writ of certiorari.59      

 
 

C. COPYRIGHT CASES 
 
      In distinct contrast to the trademark cases, in recent copyright cases, the party 
alleging copyright infringement typically won at the appellate level.  In a few cases, the 
appellate courts remanded the case to the district court for further evidentiary 
proceedings, but with each remand, the appellate court made plain that the party alleging 
copyright infringement would most likely prevail.   
      Two cases concerned the Copyright Term Extension Act of 1998 (CTEA),60 which 
amended Chapter 3 of the Copyright Act of 1976.61  CTEA provides an extension of 

                                                                                                                                                 
“The First Name in Floorcare” alleging that Royal’s mark was likely to cause confusion with Hoover’s 
unregistered mark, “Number One in Floorcare.” The Patent and Trademark Office Trademark Trial and 
Appeal Board dismissed Hoover’s opposition, concluding there was no likelihood of confusion; the Federal 
Circuit affirmed.    
57 Pizza Hut, Inc. v. Papa John’s Int’l, 227 F.3d 489, 499(5th Cir. 2000), cert. denied, 121 S.Ct. 1355 
(2001) (stating “Each half of the slogan amounts to little more than an exaggerated opinion of superiority 
that no consumer would be justified in relying upon. . . consequently, the slogan as a whole is a statement 
of non-actionable opinion.”) 
58 Id. at 502, n. 11.  
59 Pizza Hut, Inc. v. Papa John’s Int’l, 121 S Ct. 1355 (2001). 
60 Sonny Bono Copyright Term Extension Act,  Pub. L. No. 105-298, 112 Stat. 2827 (1998) (amending 
Chapter 3, Title 17 U.S.C. to extend the term of copyright protection for most works to life plus 70 years).   
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copyright protection to align the terms of United States copyrights with those of 
copyrights governed by the European Union. Early in 2000, the Ninth Circuit followed 
the Sixth Circuit in holding that the CTEA applies to cases that were pending as of the 
date of the amendment.62  In the fall of 2000, the first occasion for an appellate court to 
address whether Congress is constrained from extending the duration of copyright 
protection, the appellate court held that CTEA is a proper exercise of the Congress’s 
power under the Copyright Clause of the Constitution. 63 These cases may be expected to 
quell some pending district court cases in which CTEA is at issue.   
      Laches was the procedural issue on appeal in an allegation of copyright infringement 
on the Rainbow Brite characters.64   In reversing the district court’s grant of summary 
judgment for the defendant, the Ninth Circuit held that the period of delay for laches for a 
copyright infringement claim runs only from the time that the plaintiff knew or should 
have known about an actual or impending infringement, not an adverse claim of 
ownership. Since a genuine issue of material fact existed with regard to plaintiff’s 
knowledge of infringement, summary judgment was improper. 
      In two recent cases, appellate courts held that an action for copyright infringement 
rather than trademark infringement was the proper claim to assert with regard to 
photographs or musical compositions. The Eleventh Circuit held that a claim of 
copyright, rather than trademark, infringement was the proper claim to assert with regard 
to photographs that might be substantially similar to photographic works protected by 
copyright.65  The court remanded the case for a determination on the merits of the 
copyright claim.   
      Another case concerned the use of the phrase “Swing, Swing, Swing” over a swing 
style musical soundtrack to advertise golf clubs.66  The copyright owner of the musical 
composition, “Sing, Sing, Sing (With a Swing),” popularized by the swing musician 
Benny Goodman, alleged trademark infringement and bad faith with regard to fair use.   
The Second Circuit reviewed the differences between copyright law and trademark law 
and held that a musical composition cannot be protected as its own trademark. However, 
the court referred to evidence that the defendants knew about the famous song and may 
have treaded a bit too closely to the infringement line. The court remanded the case for a 
determination on the merits of a good faith use of trademark, perhaps allowing plaintiff 
the opportunity to amend the petition to add a copyright infringement claim.    

                                                                                                                                                 
61 Copyright Act of 1976, 17 U.S.C. §§ 301-305.   The amendment to the Copyright Act was intended to 
conform to the Berne Convention and international practice.  See also , Berne Convention Implementation 
Act of 1988, Pub L. 100-568, 102 Stat. 2853 (Oct. 31, 1988). 
62 ABKCO Music, Inc. v. Lavere, 217 F.3d 684 (9th Cir. 2000), cert. denied, 531 U.S. 1051 (2000). 
Plaintiff ABKCO Music sought a declaratory judgment that the CTEA was not applicable to pending cases, 
but with the application of the CTEA, the party alleging infringement won. See Mayhew v. Allsup, 166 
F.3d 821 (6th Cir. 1999). 
63 Eldred v. Reno, 239 F.3d 372 (D.C. Cir. 2001), rehrg. denied, 2001 U.S. App. LEXIS 15628 (2001). 
64 Kling, v. Hallmark Cards, Inc., 225 F.3d 1030 (9th Cir. 2000) (reversing summary judgment on the issue 
of laches and remanding for further proceedings).  
65 Leigh v. Warner Brothers, Inc., 212 F.3d 1210 (11th Cir. 2000).   Jack Leigh, who “took the now-famous 
photograph of the Bird Girl statue in Savannah’s Bonaventure Cemetery that appears on the cover of the 
best-selling novel Midnight in the Garden of Good and Evil,” alleged that Warner Brothers infringed on his 
property rights when it used the image in promotional materials for the movie of the novel.  Id. at 1212.   
66 EMI Catalogue P’ship v. Hill, Holliday, Connors, Cosmopulos, Inc., 2000 U.S. App. LEXIS 30761, as 
amended, 228 F.3d 56  (2d Cir. 2000).   
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      During the past year, many courts heard allegations of copyright infringement that 
concerned musical compositions.  For example, the Isley Brothers alleged that Michael 
Bolton’s 1990 song, “Love Is a Wonderful Thing,” infringed on their song of the same 
name written in 1964.67 In general, without direct evidence of copying, proof of 
infringement requires a factual demonstration that the alleged infringer had “access” to 
the plaintiff’s work and the two works are “substantially similar.”68  Proof of widespread 
dissemination of a musical work, such as media airplay, is evidence of access and 
supports a theory that copyright infringement of a popular song was subconscious.69   
During a jury trial, Michael Bolton “confessed to being a huge fan of the Isley Brothers 
and a collector of their music,” and produced a recording of a working session in which 
he asked co-author Andrew Goldmark if the song they were composing was Marvin 
Gaye's "Some Kind of Wonderful."70   The jury awarded $5.4 million in damages to the 
Isley Brothers and Bolton appealed.  The Ninth Circuit noted that the district court, in 
affirming the jury’s verdict, wrote that a jury could reasonably infer from Bolton’s 
remark during the working session evidence to support the theory of subconscious 
infringement.71   The Ninth Circuit affirmed the decision and the Supreme Court declined 
to hear a further appeal. 72 
      The element of access to a protected work was at issue in a case concerning rug 
design. 73  The plaintiff, a rug wholesaler, designed and arranged for the manufacture of a 
rug named the Directoire with a unique trompe l’oeil design. Plaintiff copyrighted the 
design and sold over 4,000 of the Directoire rugs in the United States. The Plaintiff 
alleged that the defendant, a rug importer and wholesaler, was selling a copy of the 
Directoire rugs called the Tessoro.  The trial court found the Directoire design protected, 
but held that the rugs were not similar enough to support plaintiff’s burden of proof and 
granted defendant’s motion for summary judgment. The Fifth Circuit reviewed the 
elements of a copyright infringement claim and stated that the fact of copying a protected 
design may be inferred from proof that the defendant had access to the protected work 
and probative similarity between the two works.  The appellate court reviewed the 
plaintiff’s evidence that the defendant often provided designs and samples to its supplier 
to use in manufacturing carpets and the supplier had access to the designs common in the 
rug industry. The court, unmistakably supporting plaintiff’s argument, held that the 
plaintiff had raised a genuine issue of material fact concerning defendant’s access so as to 
preclude summary judgment. The appellate court observed that the Directoire and the 

                                                 
67 Three Boys Music Corp. v. Bolton, 212 F.3d 477, 482 (9th Cir. 2000), aff’g  No. CV-92-01177 LGB 
(C.D.CA 1999), cert. denied, 531 U.S. 1126; 121 S. Ct. 881 (2001). 
68 Smith v. Jackson, 84 F.3d 1213, 1218 (9th Cir. 1996). 
69 “Subconscious copying has been accepted since Learned Hand embraced it in a 1924 music infringement 
case: ‘Everything registers somewhere in our memories, and no one can tell what  may evoke it . . . . Once 
it appears that another has in fact used the copyright as the source of this production, he has invaded the 
author's rights. It is no excuse that in so doing his memory has played him a trick.’ ”  Three Boys Music 
Corp. v. Bolton, 212 F.3d 477, 482 (9th Cir. 2000), quoting Fred Fisher, Inc. v. Dillingham, 298 F. 145, 
147-48 (S.D.N.Y. 1924).   
70 Three Boys Music Corp. v. Bolton, 212 F.3d 477, 484 (9th Cir. 2000), aff’g  No. CV-92-01177 LGB 
(C.D.CA 1999). 
71 Id. 
72 Three Boys Music Corp. v. Bolton, 212 F.3d 477 (9th Cir. 2000), cert. denied, 531 U.S. 1126; 121 S.Ct. 
881 (2001). 
73 Peel & Co., Inc. v. Rug Market, 2001 U.S. App. LEXIS 903, 57 U.S.P.Q.2d (BNA) 1536 (5th Cir. 2001).   
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Tessoro rugs had the same proportion, employed the same color schemes, and had similar 
design elements.  Remanding the case for further proceedings, the Fifth Circuit concluded 
that in addition to the issue of access, whether two designs were substantially similar was 
an issue for a jury.   
      The most notable copyright case during the past year was the music recording 
industry’s battle with Napster, the Internet firm that had facilitated the transmission of 
digital audio recordings between and among its users using peer-to-peer file-sharing 
technology available on its Internet server site.74  The battle engaged more than 150 
attorneys and law professors representing members of the music recording industry and 
occupied members of the public who engage in “ripping” software.75  The recording 
labels alleged that Napster’s software allowed users to engage in copyright infringement, 
making Napster a contributory and vicarious copyright infringer.  The district court 
enjoined Napster “from engaging in, or facilitating others in copying, downloading, 
uploading, transmitting, or distributing plaintiffs’ copyrighted musical compositions and 
sound recordings, protected by either federal or state law, without express permission of 
the rights owner.”76  At the preliminary injunction hearing, the district court concluded 
that the recording labels presented a prima facie case of direct infringement by Napster 
users. Since Napster did not appeal this point, the only issue on appeal concerned 
Napster’s affirmative defense of fair use under Section 107 of the Copyright Act.77   
Specifically, Napster contended that its users did not directly infringe copyrights because 
the users engaged in a fair use of the material by sampling, space-shifting, and permissive 
distribution by the recording artists.78  The district court conducted a general analysis of 
Napster system uses under Section 107 and concluded that Napster users were not fair 
users.   
      On appeal, the Ninth Circuit reviewed extensively the district court’s analysis of fair 
use as set forth in Section 107:  (1) purpose and character of the use, (2) nature of the 

                                                 
74 A&M Records, Inc. v. Napster, Inc., 239 F.3d 1004, 2001 U.S. App. LEXIS 1941 (9th Cir. 2001).  
According to the court, Napster’s free MusicShare software allowed users to:  “(1) make MP3 music files 
stored on individual computer hard drives available for copying by other Napster users; (2) search for MP3 
music files stored on other users’ computers; and (3) transfer exact copies of the contents of other users’ 
MP3 files from one computer to another via the Internet.”  The term MP3 is the abbreviation for the 
standard digital file format, MPEG-3, developed by the Moving Picture Experts Group.  Id. at 7. 
75 The case began in 1999 when 18 record labels filed suit against Napster.  Within a couple months, 
several musicians filed a claim styled Leiber v. Napster, Inc., No. 00-16403, and a class action, Casanova 
Records v. Napster, No. 00-2638, was filed on behalf of all musicians.  “Ripping” refers to the process in 
which a comp uter owner copies a digital audio recording directly onto a computer’s hard drive by 
compressing the audio information on the recording into the MP3 format and rapidly transmitting the 
digital files from one computer to another.  
76 A&M Records, Inc. v. Napster, Inc., 114 F.Supp 2d 896 (N.D. Cal. 2000) (written opinion slightly 
modifying the preliminary injunction issued one month earlier in No. C-99-05183-MHP, MDL No. C-00-
1369 MHP).   
77 17 U.S.C. § 107 (“The fair use of a copyrighted work . . . is not an infringement of copyright.”).    
78 Sampling refers to a temporary copy made in contemplation of a purchase. Space-shifting refers to the 
practice of making copies of files already resident on a user’s hard drive to render portable, or space-shift, 
the files for audio listening on an MP3 player.  The appellate court reviewed Napster’s claims that sampling 
and space-shifting were fair uses, but made short shrift of Napster’s argument.  The court explained that its 
decision in Recording Indus. Ass’n of Am. v. Diamond Multimedia Sys., Inc., regarding space-shifting for 
portable MP3 players specified that such “copying is a paradigmatic noncommercial personal use.”  180 
F.3d 1072, 1079 (9th Cir. 1999).   
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copyrighted work, (3) the “amount and substantiality of the portion used” in relation to 
the work as a whole, and (4) the effect of the use upon the potential market for the work 
or value of the work.79  The district court had concluded that digitally downloading works 
that are creative in nature fails to transform the copyrighted work or to have a non-
commercial use sufficient to meet the requirements of the first two fair use factors.  In 
support of the lower court’s conclusion, the Ninth Circuit observed that, “repeated and 
exploitative copying of copyrighted works, even if the copies are not offered for sale, 
may constitute a commercial use.”80  Furthermore, MP3 technology involves copying the 
entirety of the copyrighted work, supporting the district court’s conclusion that Napster 
users were not fair users on the basis of the third factor.    
       Fair use is limited to copying that will not materially impair the marketability of the 
protected work.  To examine Napster’s fair use claim under the fourth factor, the district 
court examined a number of industry reports about market impact, including a survey and 
two studies offered by the plaintiff indicating that the recording industry lost sales in the 
college student market due to Napster use and was likely to suffer harm in their existing 
and planned businesses if Napster use continued.81 Napster offered an expert report 
concluding that the recording industry benefited from Napster’s activities because file-
sharing stimulated the market. The Ninth Circuit held that “increased sales of copyrighted 
material attributable to unauthorized use should not deprive the copyright holder of the 
right to license the material.”82 Though each side objected to the other side’s experts, 
Napster lost the battle of the experts.  The Ninth Circuit declared that Napster “failed to 
show any basis for disturbing the district court’s findings.”83    
      Finally, the Ninth Circuit addressed whether Napster could be held liable for 
contributory copyright infringement or vicarious copyright infringement. The court 
reviewed evidence showing that Napster knew about the copyright infringement activity, 
particularly after the Recording Industry Association of America informed Napster of 
more than 12,000 infringing works, and provided technological assistance to encourage 
or improve the ability of users to engage in such infringing activity.  For example, one 
document authored by Napster co-founder Sean Parker asserted “the need to remain 
ignorant of users’ real names and IP addresses ‘since they are exchanging pirated 
music.’”84  The Ninth Circuit agreed with Napster that its system could be used for 
commercially significant non- infringing uses, but evidence demonstrated that Napster 
could have policed its system but failed to prevent the exchange of copyrighted material 
because of the financial benefit Napster stood to gain from increasing the numbers of 
users.   Napster attempted to use the Audio Home Recording Act of 1992 (AHRA), 17 
U.S.C. Section 1008, and the Digital Millenium Copyright Act (DMCA), 17 U.S.C. 
Section 512, as a shield from liability.  The Ninth Circuit agreed with the district court 
that the AHRA was inapplicable to the Napster case, but suggested that the DMCA might 
apply to Napster and the defense should be developed at trial.   Ultimately, the appellate 
court agreed with the district court that plaintiffs had met their burden for a preliminary 

                                                 
79 A&M Records, Inc. v. Napster, Inc., 2001 U.S. App. LEXIS 194, at *16-17 (9th Cir. 2001). 
80 Id. at *19. 
81 A&M Records, Inc. v. Napster, Inc., 114 F.Supp 2d 896 (N.D. Cal. 2000).   
82 A&M Records, Inc. v. Napster, Inc., 2001 U.S. App. LEXIS 1941, at *30 (9th Cir. 2001). 
83Id. at 26. 
84 A&M Records, Inc. v. Napster, Inc., 114 F.Supp 2d 896, 918 (N.D. Cal. 2000).   
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injunction, stayed the order until modified to ensure that both sides shared the burden of 
keeping infringing material off Napster’s system, and remanded for further proceedings.85   
      After the Ninth Circuit’s decision in February, 2001, the plaintiffs filed a list of 
protected works to be removed from Napster’s system and the district court issued a 
modified preliminary injunction on March 5, 2001, ordering Napster to remove the 
infringing material. 86  Napster began blocking access to copyrighted files the day before 
the modified injunction, but Napster asked for an en banc re-hearing from the appellate 
court.  By the end of March, at least nine additional copyright infringement suits were 
filed against Napster, including two by Emusic.com Inc. and the National Academy of 
Recording Arts & Sciences.87  At this point, the real issue was the amount of damages for 
which Napster may be liable. According to most industry analysts, Napster’s best course 
of action at this point would have been to enter into agreements with the plaintiff music 
labels, such as its agreement with the German firm Bertelsmann A.G., owner of plaintiff 
BMG record label, to turn Napster into a subscription-based service.88    

 
IV.   CONCLUSION 

 
      For intellectual property law, the year 2000 and beginning months of 2001 were 
rather eventful, given the unique battles over pizza slogans and MP3 downloads.  
Moreover, clashing over business methods patents and the scope of the term “invention 
promoter”89 has only just started.   Some lessons have been made clear, however. 
      First, the appellate courts have made clear that parties must adduce substantial 
probative evidence at trial or the summary judgment hearing to prevail on a claim.    
While this lesson seems patronizing, the number of parties who fail to bear their 
evidentiary burden is rather surprising.  Whether plaintiff or defendant, the time to garner 
evidence (especially expert testimony) is before a petition or answer is filed or, at the 
very least, early in the discovery phase of litigation.  In addition, the evidence must be 
targeted to bear the burden of proof. For example, if a plaintiff must prove that a 
defendant’s continued action with irreparably harm its business, the plaintiff must present 
past sales records and statistics, consumer surveys linking the defendant’s conduct to 
consumer purchasing behavior, and expert testimony about the probable impact that the  
defendant’s actions will have on future sales given consumer behavior.90 Presenting 
similar evidence, the plaintiffs in the Napster case were able to prevail on the issue of 
irreparable harm, a key element for obtaining a preliminary injunction.   In contrast, Pizza 

                                                 
85 A&M Records, Inc. v. Napster, Inc., 2001 U.S. App. LEXIS 1941 (9th Cir. 2001). The appellate court 
stated, “Napster, by its conduct, knowingly encourages and assists the infringement of plaintiffs’ 
copyrights.”   Id. at 34. 
86 A&M Records, Inc. v. Napster, Inc., 2001 U.S. Dist. LEXIS 2186 (March 5, 2001). 
87 Brenda Sandburg, Facing The Music, FULTON COUNTY DAILY REP . (March 23, 2001), available at 
http://web.lexis -nexis.com/universe (last visited March 27, 2001).   
88 Napster Can Be Liable for Users’ Infringement, 9th Cir. Rules, ENT . LITIG.REP . (Feb. 28, 2001), 
available at  http://www.csb.uncwil.edu/indexie.htm (last visited  March 27, 2001).   
89 See Inventor’s Rights Act, 35 U.S.C. § 297.  
90 Presenting similar evidence, the plaintiffs in A&M Records, Inc. v. Napster, Inc. , 114 F.Supp 2d 896, 918 
(N.D. Cal. 2000), were able to prevail on the issue of irreparable harm, a key element for obtaining a 
preliminary injunction.   
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Hut ultimately failed to prevail in its claims against Papa John’s because Pizza Hut failed 
to prove that consumers ordering pizza were confused by Papa John’s advertisements.     
      Second, parties must distinguish between claims of infringement for copyright or 
trademark. Works of art, musical compositions, and designs may obtain copyright 
protection, but not trademark protection. On the other hand, a continuing pattern of 
design or design package, like color as trade dress, may receive trademark protection 
only after achieving secondary meaning in the minds of consumers.  In other words, 
parties alleging infringement must prove that a design or product aspect that seems to be 
generic or descriptive may be deemed inherently distinctive and deserving of protection if 
consumers have in mind a particular artist, designer, firm, or product when they see a 
particular design, color, logo, or phrase.  Even laudatory phrases may achieve trademark 
protection if the phrases achieve secondary meaning.  The message is that whenever the 
consumer mind is a concern, valid consumer surveys are required elements of proof.  
      Third, the following words of advice may be extracted from the year’s judicial 
opinions. Certain claims are not applicable to certain situations: (a) the 
Anticybersquatting Consumer Protection Act may apply to digital downloads, but the 
Audio Home Recording Act does not; (b) the Copyright Term Extension Act applies to 
cases pending as of the date of the amendment and is a proper exercise of Congressional 
power under the Copyright Clause of the Constitution; (c) do not file a claim under the 
Lanham Act if the alleged infringer is merely repairing or reconditioning a product for 
the product’s owner; and (d) disparaging a firm’s products may be trademark dilution and 
disparaging a firm may be a tortious act, but free speech may be a valid defense.  
       Also, engaging in certain acts might be good business:  (a) obtain and use mnemonic 
telephone number for your business, gather proof with consumer surveys that the 
mnemonic has acquired secondary meaning or distinctiveness over time, and register the 
number as a trademark; (b) keep good business records, especially regarding customer 
comments about confusion between your business and another’s business or identifying a 
particular logo with your business; (c) hire knowledgeable attorneys to draft your patent 
or trademark application; (d) remove infringing material from your Internet sites unless 
you can prove a fair use exception; (e) if customers might be confused between your 
product and another, place a disclaimer in your catalogue or on your web site; and (f) 
keep an eye on your competitors.   Finally, if you do not want to lose an intellectual 
property case:  (a) do not use a well-known trademark as a metatag for your web site or in 
a description of your product;  (b) do not sue somebody if you have unclean hands; and, 
(c) if creating intellectual property, do not walk too close to the line between creating and 
copying.     

  


