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FOREWORD

If nature has made any one thing less susceptible than
all others of exclusive property, it is the action of the thinking
power called an idea, which an individual may exclusively possess
as long as he keeps it to himself; but the moment it is divulged,
it forces itself into the possession of every one, and the receiver
cannot dispossess himself of it.

- Thomas Jefferson

It gives me great pleasure to present to you the second volume of the
Indian Journal of Intellectual Property Law (IJIPL), a NALSAR University of
Law publication. The journal has been conceived and guided under the
leadership of the Patrons Justice Mr. U. C. Bannerjee and Prof. Veer Singh
and Dr. V. K. Unni, the Editor-in-chief.

The Journal is a well endowed medium for communication between
researchers, industry professionals and scholars related to the field of intellectual
property. Its most striking feature that it is student run, providing a platform
for the lawyers and scholars of tomorrow to interact and discuss issues on the

subject.

The IJIPL enhances awareness about IP which, in India, remains a
somewhat unexplored area of law. However it must not be forgotten that India
is one of the most responsible members of the World Trade Organisation
(WTO). Besides creating waves in global industry India has framed stringent
laws for the protection of IPR in the country. In this light, it becomes extremely
important to indulge ourselves in the exercise of looking at the legal, socio-

political and economic consequences of Indian IP laws.

Unfortunately, legal research and legal writing in India always remains
at the background and seldom comes to the fore. Writings on technical issues
like IP are unknown to the masses and thus fail to become the backbone of
lawmaking. This Journal is an endeavour to bring out the importance of legal

writing and make it a factor guiding the process of law.



The Journal also provides a good blend of articles from scholars, lawyers
and students. This makes it worthwhile and interesting to look at all the
perspectives, giving the understanding of IP law a holistic outline. The articles
and case comments also put forward the picture of the most recent controversies

and lacunae in the law relating to all the fields of intellectual property.

A glance at the Advisory Panel would clearly indicate that the Journal
seeks to create a blend of thoughts from people working in different areas of
IP, providing a forum for everyone to voice their views, opinions and analysis
of the existing situations; where the synthesis of thoughts for an IP regime on
one hand and the left thought happens.

I wish this publication all the success in its future endeavours.

Justice C.K. Thakker
(Retired) Judge,
Supreme Court of India



PATRON’S ADDRESS

After the resounding success of the first volume, it gives me great pleasure
to present the second volume of the Indian Journal of Intellectual Property
Law, a NALSAR Publication. Proudly making new strides as an authority in
the field of intellectual property law, this Journal continues to remain a student
initiative ably guided by our patron, Mr. Justice U.C. Banerjee, an illustrious
Advisory Panel and the Editor-in-Chief, Dr. V K Unni.

Whether in issues of research, innovation or creativity, the importance
attached to intellectual property rights is indicative of the need for greater
academic discussion and juristic writing about these topics. Thus, the
prominence of the Journal only reflects the growing importance of intellectual

property law in today’s world.

Recognising the same, NALSAR University of Law has always remained
a front runner in helping disseminate information as well as conducting courses
in the subject. Apart from the complusory course that is taught to the students
of the B.A., LL.B. (Hons.) course, the LL.M. programme as well as NALSAR-
PRO, the proximate education course, all offer an in-depth study of the subject.
Supplementing the same, this Journal in its second volume has undertaken a
conscious effort to include a variety of upcoming and highly publicized issues,

of which there has been little academic discussion within the country.

I congratulate the Editorial Board and all those involved in the
publication, especially the patron Justice U.C. Banerjee and the Advisory Panel
on publishing the second volume of the Journal, and wish them success in all

their endeavours.

Prof. Veer Singh
Vice-Chancellor,

NALSAR University of Law,
July 2009






EDITORIAL

The field of modern intellectual property lawmaking is one which is
an odd confluence of restrictive public international law instruments and
obligations coupled with national theoretical commitments that often depart
radically from these norms. As a consequence, where public international law
permits (knowingly or otherwise), national legislatures (especially those in
developing nations) tend to honour these commitments even if they are opposed
to the spirit of international law governing the field. The result is a constant
stream of controversies in the field of intellectual property, which stem from
the differences between international norms and national hesitation to apply
them and are buttressed by developmental issues. Pharmaceutical patenting
and patients’ access to drugs; cross — border IP compliance; fair use / dealing
of copyrights and protection of digital intellectual property are but a few of
several such controversies which have plagued the field in recent times.

In such a scenario the goal of an uniform global IP regime, far from
being realized, has become the source of chronic dispute between nations;
usually between developing and developed nations. One desirable consequence
of these conflicts is the high quality and large volume of academic debate and
scholarship that they have generated. It thus becomes imperative that we create
fora where such scholarship can be nurtured. This, along with the need for a
dedicated Indian IP journal is the objective which motivates the Journal.

The first volume of the Journal generated extremely positive response
from contributors as well as readers; this is evidenced by the overwhelming
number of articles, essays and comments submitted for the present volume.

This Editorial is divided into three sections. The first section provides
a brief overview of some significant developments which have taken place in
the field of IP law during 2008 — 2009. The second briefly summarises the
contributions to this volume of the Journal, while the third contains our
expressions of gratitude to everyone who helped prepare and present the 2009
volume of the Journal.

RECENT DEVELOPMENTS IN INTELLECTUAL PROPERTY LAw: 2008-09

The year 2008 — 09 has seen numerous developments in IP. While it is
impossible to cover all these developments in this Editorial, we attempt to
cover the high (and low) points of IP development over the past year, with
special emphasis on the Indian scenario.

Though the Indian Parliament has not passed any new legislation, it
would be incorrect to say that there has been no legislative action with respect
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to IP. Simultaneously, it must be noted that courts and the Intellectual Property
Appellate Board (IPAB) have been seminal in bringing about major
developments in IP law during the year gone by.

In legislative developments, the most significant one would be the
proposed amendment to Trade Marks Act, 1999. The Bill, introduced in
Parliament on August 23, 2007 essentially proposes the incorporation of the
Madrid Protocol into Indian trademark law and thus provides for a regime in

which trademark applications are analogous to Patent Cooperation Treaty
(PCT) filings.

The proposed introduction of an Optical Disc Law is noteworthy as, if
passed, it would be the first government driven initiative in the field of anti —
piracy measures. Under the Law a license would be a prerequisite for
manufacturing Compact Discs (CD) or Digital Video Discs (DVD). In addition
the Law would require a tracking code on each disk in order to make the discs
traceable.

India’s very own version of the US Bayh — Dole Act, 1980 is also in the
pipeline. The Indian version, entitled Public Funded Research and
Development (Protection, Utilisation and Regulation of Intellectual Property)
Bill 2007, borrows heavily from the US Act and seeks to promote technology
transfer by giving universities and research institutions ownership of patents
resulting from state funded research.

A draft version of the National Innovation Act, 2008 was released in
October 2008 and aims to provide a fillip to public and private innovation and
also codifies the law related to confidentiality and trade secrets.

While legislations and policies are merely at the draft stage,
developments in other fields of IP such as patent and copyright litigation,
geographical indication (GI) and trademark registration have been numerous
and concrete.

Patent litigation between auto giants Bajaj and TVS involving the “twin
spark plug” technology saw a new chapter in May 2009' when the Madras
High Court overruled a permanent injunction granted in favour of Bajaj in
March 2008. The recent judgment is a welcome one since Bajaj’s case was
flawed on grounds of novelty (TVS produced no less than three prior patents
employing the same technology). It may also be argued that the balance of
convenience in the matter was in favour of TVS, though this issue was not a

1 O.S.A. Nos. 91 & 92 of 2008,
2 MIPR 2008 (1) 217.
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straightforward one, since both companies had invested heavily on products
incorporating the technology and were expecting large profits from the same.

Pharmaceutical patenting was another big issue which was raised time
and again before the courts. Interestingly, most of these litigations involved
generic major Cipla. The generic manufacturer won successive disputes at the
Indian Patent Office (IPO) and the Delhi High Court. The IPO dispute against
California based Gilead revolved around the drug 7amiflu (considered to be
one of the few treatments for viruses such as Swine Flu and Bird Flu). The IPO
struck down the patent application on grounds of lack of inventive step based
on the requirements of Section 3 (d) (which was also the basis of the Novartis
case). In addition, the Appellate Bench of the Delhi High Court in April 2009
rejected, pharmaceutical major, Roche’s plea of a restraining order against the
manufacture of the drug 7arceva by Cipla. The drug, manufactured by Roche
was priced at three times the cost of the drug marketed by Cipla, hence the
Court rejected the plea on the basis of public interest and pricing and because
Roche was unable to make out a prima facie case in its favour. Finally, as late
as July 2009, the Indian Patent Appellate Board (IPAB) denied a patent to
Novartis’ Glivec. Employing a two — pronged reasoning, the IPAB, in a well
reasoned order, held that while the claim was novel and inventive, it still failed
to meet the “enhanced efficacy” criteria under section 3 (d). Furthermore, the
Board also held that the cost of the drug was such that it was out of reach of the
common man and hence denied the patent.

We find a trend emerging in the field of pharmaceutical patent litigation
in India; two of the three matters mentioned have been decided in favour of
the generic manufacturer, (at least in part) based on the reasoning of public
interest and patients’ access to medicines. In our opinion, this is another
contentious area wherein national commitments and the international patent
regime are at odds. The theme is further developed and discussed by Ms.
Divya Subramaniam in her article entitled ‘Resurrecting Roscoe Pound in Section
3 (d): The Glivec Governance’ and by Ms. Tabasum Wani in her article entitled
‘Patients’ Access to Pills: Fight between Generic and Brand — name Drugs Continues’.

Bollywood has been treated to its fair share of copyright issues over
the past year. Shah Rukh Khan blockbuster Om Shanti Om ran into turbulent
waters when Ajay Monga filed a suit in the Bombay High Court claiming that
the film was based on a script written by him, entitled 7he Silent Movie. Though
the case awaits judgment, it is interesting to note that the Film Writer’s
Association has found a striking similarity between the first part of the movie
and Monga’s script. Sony BMG sued Tips for a staggering USD 451, 953 for
infringing its copyrights in a tune composed by Wang Lee Hom. The case
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Warner Bros v. Harinder Kohli & Others’ is an interesting one, wherein the
Delhi High Court held that the name “Hari Puttar: A Comedy of Terrors” was
not an infringement of the trademark “Harry Potter”. The decision lies on
shaky ground since the Court dismissed the petitioner’s plea on grounds of
delay in filing, even though it seems obvious to all that the impugned film is
attempting to cash in on the immense popularity of the trademark. It is also
interesting to note that the Court chose to distinguish between the “cognoscenti”
and the “illiterates” stating that since the former was the target audience, they
could easily distinguish between the two films. The standard is an inappropriate
one to follow considering the fact that the target audience was children below
the age of 13 years. In April 2009 Warner Bros issued a public notice in a
popular daily warning Bollywood against any attempt to remake its recent film
The Curious Case of Benjamin Button. In addition, Aamir Khan starrer Ghajini
was slapped with a suit for interim injunction on the eve of its release. The
film, which is allegedly based on the Hollywood film Memento, faced trouble
from the producer of its Tamil version.

It is extremely interesting to note the recent barrage of cases against
Bollywood films and ask after the cause of this sudden upsurge in copyright
litigation in India. While it is evident that the internationalisation of Bollywood
might be a growing threat to other film industries, lets face it, Bollywood hasn’t
always maintained high standards of originality, so why this sudden surge in
litigation? In our opinion this trend, coupled with issues of movie piracy, is a
natural corollary of a globalised IP regime and is yet another field of IP law
which can expect numerous disputes in the near future.

Copyright Societies were given reason to rejoice due to the decisions
rendered in Entertainment Network v. Super Cassettes Ltd.” and PPL v. Hotel
Gold Ltd. and Others’. The judgments (the former delivered by the Supreme
Court and the latter by the Delhi High Court) provide a purposive interpretation
to the Copyright Act, 1957 and employ the principle of agency in order to
hold that copyright societies have the right to sue on behalf of their members
under Section 34 of the Act.

While these two decisions go a long way in clearing issues about the
rights of copyright societies, they leave a vital question unanswered — can such
a society sue on behalf of its members if it is not the exclusive holder of the
copyright? The Delhi High Court failed to answer the question so we will just
have to wait till the issue is raised, in due course, before the courts.

32008 (38) PTC 185 (Del).
49008 (37) PTC 353 (SC).
5 RFA (OS) No. 57 of 2008.
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On the trademark front a couple of significant developments may be
noted in the Indian scenario. Firstly, the Indian Trademark Office granted
India’s first sound mark registration for the Yahoo! yodel. This development is
extremely significant since it presents an opening for a variety of unconventional
marks which were hitherto not recognised in India. The Trademark Office
also declared Ford to be a well known mark in India. As a consequence, the
mark is now protected for use for all classes of products.

The Geographical Indication (GI) sector has been an extremely active
sector of Indian IP in the past year. Since the Act came into force, in 2003, this
particular field of IP has seen numerous disputes, including disputes over GI
related to HIMALAYAN water, Scotch whisky, Basmati etc. While the disputes
are numerous and impossible to pen down in this Editorial, we want to note
two significant developments in the field over the past year. The first is the
sheer number of GIs registered over the past five years since the establishment
of the GI Registry. A list from the Department of Industrial Policy and Promotion
(DIPP) suggests that a total of 82 GIs have been registered till July 2008 (a
more recent report is unavailable). We feel that such a large number of registered
GIs, coupled with about 14 new GlIs registered between 2008 and 2009, is
remarkable. The second development is a failure — we find that the Act, though
aimed at reviving and nurturing traditional industries in India, has failed to
carry out this objective as is painfully evident from the situation in places such
as Kanjeevaram where a GI registration has made little difference to the dying
silk industry. Thus, in our opinion, it justifies repetition to note that the GI Act
was enacted with an objective of helping traditional industries revive themselves
through the medium of exclusivity and monopoly and though the number of
items registered is an impressive figure, we feel that Act has yet to fulfil its
objective.

In conclusion, it is interesting to note that according to various reports
itis estimated that by 2010 the number of trademark filings per year is expected
to rise to 150,000 and patent applications are expected to be about 100,000 a
year. While most believe that these numbers signify an increased awareness
regarding IP and its uses, considering the aforementioned developments, it
will be extremely worthwhile to track the division between foreign and Indian
applications in order to gauge whether or not India is profiting from the global
IP regime. The alternative, a bleak one, is that Indian manufacturers, filmmakers,
indigenous industries etc. are merely at the receiving end of globalised IP.

THE CONTRIBUTIONS

In the first article, Prof. Lawrence Lessig puts forward a viable model
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to protect property interests in cyberspace. The author envisages the use of
code to develop a balance between private and public mechanisms of digital
rights protection and then goes onto the worry about the issues which may
arise due to private regulation of cyberspace. Lessig first gauges the limits of
copyright law and its inability to provide a “perfect” system of protection.
Then, turning towards private modes of protection, he takes the example of
trusted systems and proceeds to extrapolate the example to show the disastrous
impact such a perfect system will have upon the public commons, innovation
and creativity. Prof. Lessig concludes by stating that private action alone, though
it may provide a perfect system, has to be tempered by public modes of
protection in order to keep alive a vibrant public commons and nurture
creativity.

Ms. Divya Subramaniam’s article employs Roscoe Pound’s theory of
social engineering and its accompanying jural postulates and attempts to
juxtapose the same with the Indian patent regime. Subramaniam cogently
argues that the Indian patent regime attempts to balance different groups of
interests and elucidates the same by examining section 3 (d) of the Patents
Act, 1970 and the only judicial exposition on the same - Novartis AG & Anr. v.
Union of India & Others.® The author questions the yardstick laid down by the
Madras High Court as the balancing metaphor and finds it to be a narrow
interpretation. Being the only judicial decision on the section, it is likely that
the proffered interpretation will be one which is employed in subsequent cases,
unless overruled by the Apex Court; the author calls for emphatic steps to
prevent the establishment of a static yardstick since, employing Pound’s theory,
she reaches the conclusion that a static yardstick is not desirable while balancing
different interests. In conclusion, the author makes a case for an ad-hoc
interpretation of the section on a case to case basis in order to ensure a fair
balancing of interests. It is unfortunate that this article was written prior to the
IPAB’s order rejecting the patent application for Glivec since the same is a
manifestation of Pound’s theory of balancing of interests.

In his case comment on Viacom International Inc., et al. v. YouTube
Inc., et al’, Mr. Arun Mohan puts forward a number of questions which the
case is expected to answer about the fate and course of the digital and media
industry. While attempting to answer the questions he raises, the author analyses
the dispute as well as the law related to the dispute with special emphasis on
the safe harbour provisions of the Digital Millennium Copyright Act, 1998
(DMCA). In addition to the DMCA, Mohan also examines a number of cases

6 (2007) 4 MLJ 1153.
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which are expected to be relevant to the dispute and finally attempts to project
the probable legal outcome as well as the commercial repercussions the case
might have on the digital media industry.

Mr. Shamnad Basheer and Ms. Mrinalini Kochupillai in their article
regarding the exhaustion of patents and parallel imports in India, successfully
sketch out the prevailing legal scenario in India and also provide a critical
analysis of the lacunae in the same. While distinguishing between national,
regional and international patent exhaustion, the authors closely examine
sections 48 and 107A(b) of the Patents Act, 1970 — the former grants exclusive
importing rights to the patentee while the latter allows for the import of patented
products by persons other than the patentee, though conditions are attached.
While concluding that these sections are conflicting with one another as per
certain interpretations, the authors suggest that Indian law recognizes the
distinction between repair and reconstruction (based on the doctrine of single
use) and permit only repairs. In conclusion the authors propose an amendment
in the form of section 107B, which will allow for repair only and hence avoid
the inherent conflict in patent import rights of patentees.

In their article related to the rights of broadcasting organizations, Mr.
Girish Kumar R. and Mr. Relfi Paul outline the challenges facing the national
and international legal framework due to the emergence of innovative
broadcasting technology. The authors, while dwelling specifically on the
broadcasting of sporting events and the recent spate of Indian cases related to
the same, examine the need to provide broadcasting corporations with new
forms of intellectual property over broadcasted material. The article concludes
by examining the proposed Broadcasting Services Regulation Bill which, though
often raised in Parliament, has yet to be passed, and makes a case for the
immediate passage of the same.

Ms. Tabasum Wani’s article on the fight between the generic
manufacturers and patented drug innovators succinctly puts forward the impact
of the Hatch-Waxman Act, which identifies the key problems faced by generic
drug manufacturers and tries to fill in the inadequacies. The author examines
the object of the Act in light of the surrounding developments and attempts to
analyse its success or lack thereof. The discussion on the benefits and uses of
various methods for protection under the Act for the manufacturers of generic
drugs has been made all encompassing. The article portrays the Act as a
success as it has made the use of generic drugs on day — to — day terms easier

7 Case Number - 1:2007¢v02103 (sub judice).
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for the common man. It also strikes a balance between the interest of the
branded drug companies by way of patent period that protects the drug and
the generic drug companies by the benefiting provisions of the Act. The article
discusses in detail the procedures and intricacies of the Act and also points out
how the poor still remain at the losing end due to the ongoing fight in spite of
the Act.

The article on comparative advertising by Mr. Shivaji Bhattacharya
and Mr. Swaraj Paul Barooah highlights the unclear and unsatisfactory path
taken by the Indian courts while considering marketing strategies in advertising.
Taking a head start from the established positions in other jurisdictions, the
article looks at how much of the settled has been adopted in India. It seems
that the goal of such advertising (informing the consumer and increasing
competition) has been lost due to the interpretation provided by the Supreme
Court. The authors attempt to trace the thin line between disparagement and
comparative advertising as provided by the Indian Supreme Court. Taking a
cue only from the adverse effects on the manufacturer, the judgments develop
in a direction which moves away from the international position. The article
emphasizes the need to enhance healthy competition and thus maintain
consumers’ interests. The conclusion also elaborates on striking a balance
between the advertiser seeking his interest and the interest of those who might
be damaged because of the advertisement.

With the failure of the Doha Rounds, the interactions among the
developed and developing countries became quite stringent. To bring about a
uniform IP regime, various agreements came into play deciding and
recommending a change in the IP laws of countries to fit the universal sphere.
One such example is well brought out in Ms. Nadia Lambek’s article on the
USTR Special 301 Reports which describe the critiques and demands of the
U.S.A about India and China between 2000 and 2008 relating to IP laws. The
reports have demanded a catena of changes, for example, keeping criminal
sanctions for IP infringement and greater enforcement rights. The reports are
vividly shown as a counter to the fear faced by the U.S as these countries have
the potential to develop alternative free trade economies. The paper sets the
stage for developing markets like India to enhance their IP regime and makes
it worthwhile for the IP world to look at how these countries react to the
demands of the report. It also looks at how the report acts as a way for the U.S.
to shape the IP laws in other countries, sometimes even leading to coercion.

The film industry and the law have always been closely connected: for
the good or the bad. Piracy is one such important vein that joins the heart of
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the two. Mr. Lawrence Liang’s article looks at the role of piracy in issues of
copyright infringement from two perspectives: the technological and legal.
The argument seeks to revisit and widen the formalistic nature of films as
property by looking at the question of temporality and consequences of treating
films as property. The concern of protecting the Asian markets of pirated
VCD’s and DVD’s drives him to a conclusion which looks past the bad of
piracy and to create a better understanding of films as having property
characteristics.

Ms. Latha Nair’s article cogently questions the sufficiency of the ‘fair
use’ provisions in the Indian Copyright Act, 1957 and makes a case for reviewing
the same in comparison with such provisions in other jurisdictions. The argument
cuts through the article that by keeping fair use dealing provisions in the Act,
the law ends up serving only one of the two purpose of copyright protection
inter alia protecting creativity. Taking into consideration the proposed 2006
amendment, she makes an interesting case for the proposition that copyright
and fair use cannot exist together and that the present law needs to be updated
in light of the continuously developing scenario in the copyright world. Even
in terms of the proposed amendment, the law remains far from being able to
fulfill both the objectives of providing copyright protection.

An ideal portrayal of the interrelationship between the process of
Merger and Acquisitions (M&A) and IP has been brought about in the article
by Ms. Mandavi Singh. The article discusses the market force behind IP and
other benefits attached to it that become the guiding force for M&A. The
author discusses how IP plays a catalyst’s role in M&A as a result of its
commercial viability and its potential to create IP financing. The article very
cogently describes and elaborates on issues such as accessibility and increased
valuation as guiding forces for companies to acquire others. Making a case for
IP based mergers; it is an interesting observation to look at the jurisdictional
issues and the conflict with antitrust laws for the same.
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CoDE: VERSION 2.0 — INTELLECTUAL PROPERTY"

Lawrence Lessig"”

Harold Reeves is among the best research assistants I have had. (But
alas, the law has now lost him—he’s become a priest!). Early into his second
year at the University of Chicago Law School, he came to me with an idea
he had for a student “comment”—an article that would be published in the
law review.! The topic was trespass law in cyberspace—whether and how the
law should protect owners of space in cyberspace from the kinds of intrusions
that trespass law protects against in real space. His initial idea was simple:
There should be no trespass law in cyberspace.? The law should grant
“owners” of space in cyberspace no legal protection against invasion; they
should be forced to fend for themselves.

Reeves’s idea was a bit nutty, and in the end, I think, wrong.® But it
contained an insight that was quite brilliant, and that should be central to
thinking about law in cyberspace.

The idea—much more briefly and much less elegantly than Reeves
has put it—is this: The question that law should ask is, What means would
bring about the most efficient set of protections for property interests in
cyberspace? Two sorts of protections are possible. One is the traditional
protection of law—the law defines a space where others should not enter and
punishes people who enter nonetheless. The other protection is a fence, a
technological device (a bit of code) that (among other things) blocks the
unwanted from entering. In real space, of course, we have both—law, in the
form of trespass law, and fences that supplement that law. Both cost money,
and the return from each is not necessarily the same. From a social perspective,
we would want the mix that provides optimal protection at the lowest cost.

The Indian Journal of Intellectual Property Law is grateful to Professor Lessig for permitting us to
republish this article which was published in Cope: VERsION 2.0.
Lawrence Lessig is a Professor of Law at the Stanford Law School. He has written extensively on
law and technology, especially as it affects copyright. Professor Lessig is the author of several
books including Remix, Free Culture and The Future of Ideas. He has served on the boards of the
Free Software Foundation and the Electronic Frontier Foundation and is currently on the boards
of Creative Commons project and iCommons, amongst numerous others.
Harold Smith Reeves, Property in Cyberspace, 63 UNIVERSITY OF CHICAGO Law REvIEW 761 (1996).
This in the end was not his conclusion. He concluded instead, not that boundaries should not be
protected in cyberspace, but rather that the unconventional nature of cyberspace requires that
boundaries be set along nontraditional contextspecific lines. This conclusion, Reeves asserts,
requires the law to understand both the environment of cyberspace and the interests of those who
transact in that space; see id., at 799.
3. Cf Yochai Benkler, Free as the Air to Common Use: First Amendment Constraints on Enclosure of the
Public Domain, 74 NEw YORK UNIVERSITY Law ReEVIEW 354 (1999).
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(In economics- speak, we would want a mix such that the marginal cost of an
additional unit of protection is equivalent to the marginal benefit.)

The implication of this idea in real space is that it sometimes makes
sense to shift the burden of protection to citizens rather than to the state. If,
for example, a farmer wants to store some valuable seed on a remote part of
his farm, it is better for him to bear the cost of fencing in the seed than to
require the police to patrol the area more consistently or to increase the
punishment for those they catch. The question is always one of balance
between the costs and benefits of private protection and state protection.

Reeves’s insight about cyberspace follows the same line. The optimal
protection for spaces in cyberspace is a mix between public law and private
fences. The question to ask in determining the mix is which protection, on
the margin, costs less. Reeves argues that the costs of law in this context are
extremely high—in part because of the costs of enforcement, but also because
it is hard for the law to distinguish between legitimate and illegitimate uses
of cyberspaces. There are many “agents” that might “use” the space of
cyberspace. Web spiders, which gather data for web search engines; browsers,
who are searching across the Net for stuff to see; hackers (of the good sort)
who are testing the locks of spaces to see that they are locked; and hackers
(of the bad sort) who are breaking and entering to steal. It is hard, ex ante,
for the law to know which agent is using the space legitimately and which is
not. Legitimacy depends on the intention of the person granting access.

So that led Reeves to his idea: Since the intent of the “owner” is so
crucial here, and since the fences of cyberspace can be made to reflect that
intent cheaply, it is best to put all the incentive on the owner to define access
as he wishes. The right to browse should be the norm, and the burden to
lock doors should be placed on the owner.*

4. Maureen O’Rourke has extended the idea of the technological fences that cyberspace might
provide, describing techniques that websites, for example, might use to control, or block, links
from one site to another; se¢e Maureen O’Rourke, Fencing Cyberspace: Drawing Borders in a Virtual
World, 82 MINNESOTA Law REVIEW 610, 645 — 47 (1998). See, e.g., Thrifty-Tel, Inc. v. Bezenek, 46 Cal.
App. 4th 1559 (Cal. Ct. App. 1996) (Trespass to chattel claim involving defendant’s children
hacking plaintiff ’s confidential code to make long distance phone calls); Intel v. Hamidi, 30 Cal.
4th 1342 (Cal. 2003) (Trespass to chattels claim involving Hamidi, a former employee, using
Intel’s employee listserve to send e-mails to employees); eBay v. Bidder’s Edge, 100 F. Supp. 2d
1058 (D. Cal. 2000) (eBay sought to prevent Bidder’s Edge, an Internet-based auction aggregation
site, from use of an automated query function without eBay’s authorization); Register.com v.
Verio, 356 F. 3d 393 (2d. Cir. 2004) (Register.com sought to prevent Verio from using its trademark
or online databases to solicit business from lists provided on the Register.com website); America
Online, Inc. v. IMS, 1998 U.S. Dist. LEXIS 20645 (D.Va. 1998) (America Online alleged that IMS
was sending unsolicited bulk e-mail advertisements to its members in violation of the Lanham
Act, 15 U.S.C.S 1125).
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Now put Reeves’s argument aside, and think for a second about
something that will seem completely different but is very much the same
idea. Think about “theft” and the protections that we have against it.

° I have a stack of firewood behind my house. No one steals it. If I left
my bike out overnight, it would be gone.

° A friend told me that, in a favorite beach town, the city used to find it
impossible to plant flowers—they would immediately be picked. But
now, he proudly reports, after a long “community spirit” campaign,
the flowers are no longer picked.

. There are special laws about the theft of automobiles, planes, and
boats. There are no special laws about the theft of skyscrapers. Cars,
planes, and boats need protection. Skyscrapers pretty much take care
of themselves.

Many things protect property against theft—differently. The market
protects my firewood (it is cheaper to buy your own than it is to haul mine
away); the market is a special threat to my bike (which if taken is easily sold).
Norms sometimes protect flowers in a park; sometimes they do not. Nature
sometimes conspires with thieves (cars, planes, and boats) and sometimes
against them (skyscrapers).

These protections are not fixed. I could lock my bike and thereby use
real-space code to make it harder to steal. There could be a shortage of
firewood; demand would increase, making it harder to protect. Public
campaigns about civic beauty might stop flower theft; selecting a distinctive
flower might do the same. Sophisticated locks might make stolen cars useless;
sophisticated bank fraud might make skyscrapers vulnerable. The point is
not that protections are given, or unchangeable, but that they are multiplied
and their modalities different.

Property is protected by the sum of the different protections that law,
norms, the market, and real-space code yield. From the point of view of the
state, we need law only when the other three modalities leave property
vulnerable. From the point of view of the citizen, realspace code (such as
locks) is needed when laws and norms alone do not protect enough.
Understanding how property is protected means understanding how these
different protections work together.

Reeves’s idea and these reflections on firewood and skyscrapers point
to the different ways that law might protect “property” and suggest the range
of kinds of property that law might try to protect. They also invite a question
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that has been asked by Justice Stephen Breyer and many others: Should law
protect some kinds of property—in particular, intellectual property—at all?®

Among the kinds of property law might protect, my focus in this chapter
will be on the property protected by copyright.® Of all the different types of
property, this type is said to be the most vulnerable to the changes that
cyberspace will bring. Many believe that intellectual property cannot be
protected in cyberspace. And in the terms that I've sketched, we can begin
to see why one might think this, but we will soon see that this thought must
be wrong.

ON THE REPORTS OF COPYRIGHT’S DEMISE

Roughly put, copyright gives a copyright holder certain exclusive rights
over the work, including, most famously, the exclusive right to copy the
work. I have a copyright in this book. That means, among other rights, and
subject to some important exceptions, you cannot copy this book without
my permission. The right is protected to the extent that laws (and norms)
support it, and it is threatened to the extent that technology makes it easy to
copy. Strengthen the law while holding technology constant, and the right is
stronger. Proliferate copying technology while holding the law constant, and
the right is weaker.

In this sense, copyright has always been at war with technology. Before
the printing press, there was not much need to protect an author’s interest in
his creative work. Copying was so expensive that nature itself protected that
interest. But as the cost of copying decreased, and the spread of technologies
for copying increased, the threat to the author’s control increased. As each
generation has delivered a technology better than the last, the ability of the
copyright holder to protect her intellectual property has been weakened.

5. See, for example, Stephen Breyer, The Uneasy Case for Copyright: A Study of Copyright in Books,
Photocopies, and Computer Programs, 84 HARVARD Law ReviEw 281 (1970).

6. There is a ferocious debate about whether these separate forms of regulation—copyright, patent,
and trademark—should be referred to together as “Intellectual Property.” I myself have gone both
ways on this question, but currently believe it is harmful not to refer to these distinct bodies of law
as “intellectual property.” Though of course these domains are different, calling them by the same
name doesn’t necessarily confuse (no one is confused about the difference between a tiger and a
kitty cat, even if they’re both called “cats”). More importantly, by not calling them by the same
name, we lose a chance to point out inconsistencies in the way these different forms of property
are treated. For example, both patent and trademark benefit from significant formalities built into
each system; when you notice those formalities are absent from “copyright,” one is led to wonder
why one form of “intellectual property” is free of formalities, while the other two are not.
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Until recently, the law’s response to these changes has been measured
and gradual. When technologies to record and reproduce sound emerged at
the turn of the last century, composers were threatened by them. The law
responded by giving composers a new, but limited, right to profit from
recordings. When radio began broadcasting music, the composers were held
to be entitled to compensation for the public performance of their work, but
performers were not compensated for the “performance” of their recordings.
Congress decided not to remedy that problem. When cable television started
rebroadcasting television broadcasts, the copyright holders in the original
broadcasts complained their work was being exploited without
compensation. Congress responded by granting the copyright holders a new,
but limited, right to profit from the rebroadcasts. When the VCR made it
simple to record copyrighted content from off the air, copyright holders
cried “piracy.” Congress decided not to respond to that complaint. Sometimes
the change in technology inspired Congress to create new rights, and
sometimes not. But throughout this history, new technologies have been
embraced as they have enabled the spread of culture.

During the same period, norms about copyrighted content also
evolved. But the single, defining feature of these norms can perhaps be
summarized like this: that a consumer could do with the copyrighted content
that he legally owned anything he wanted to do, without ever triggering the
law of copyright. This norm was true almost by definition until 1909, since
before then, the law didn’t regulate “copies.” Any use the consumer made
of copyrighted content was therefore highly unlikely to trigger any of the
exclusive rights of copyright. After 1909, though the law technically regulated
“copies,” the technologies to make copies were broadly available. There
was a struggle about Xerox machines, which forced a bit of reform,” but the
first real conflict that copyright law had with consumers happened when
cassette tapes made it easy to copy recorded music. Some of that copying
was for the purpose of making a “mixed tape,” and some was simply for the
purpose of avoiding the need to buy the original recording. After many
years of debate, Congress decided not to legislate a ban on home taping.
Instead, in the Audio Home Recording Act, Congress signaled fairly clear
exemptions from copyright for such consumer activity. These changes
reinforced the norm among consumers that they were legally free to do

7. PauL GowpstenN, CopyrIGHT’S HIGHWAY: FROM GUTENBERG TO THE CELESTIAL JUKEBOX 64, 103 (Stanford
University Press 2003): “Little did I realize at the time that this was all going to have its effect on
television and motion pictures and VCRs, and the whole gamut of things which are affected by
copyright law, which of course weren’t even thought of when we made our move. We were
dealing with a fairly simple operation—Xerox. Now it’s become horribly complicated.”
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whatever they wanted with copyrighted work. Given the technologies most
consumers had access to, the stuff they wanted to do either did not trigger
copyright (e.g., resell their books to a used bookstore), or if it did, the law
was modified to protect it (e.g., cassette tapes).

Against the background of these gradual changes in the law, along
with the practical norm that, in the main, the law didn’t reach consumers,
the changes of digital technology were a considerable shock. First, from the
perspective of technology, digital technologies, unlike their analog sister,
enabled perfect copies of an original work. The return from copying was
therefore greater. Second, also from the perspective of technology, the digital
technology of the Internet enabled content to be freely (and effectively
anonymously) distributed across the Internet. The availability of copies was
therefore greater. Third, from the perspective of norms, consumers who had
internalized the norm that they could do with “their content” whatever they
wanted used these new digital tools to make “their content” available widely
on the Internet. Companies such as Napster helped fuel this behavior, but
the practice existed both before and after Napster. And fourth, from the
perspective of law, because the base technology of the Internet didn’t reveal
anything about the nature of the content being shared on the Internet, or
about who was doing the sharing, there was little the law could do to stop
this massive “sharing” of content. Thus fifth, and from the perspective of
copyright holders, digital technologies and the Internet were the perfect storm
for their business model: If they made money by controlling the distribution
of “copies” of copyrighted content, you could well understand why they
viewed the Internet as a grave threat.

Very quickly, and quite early on, the content industry responded to
this threat. Their first line of defense was a more aggressive regime of
regulation. Because, the predictions of cyberspace mavens notwithstanding,
not everyone was willing to concede that copyright law was dead. Intellectual
property lawyers and interest groups pushed early on to have law shore up
the protections of intellectual property that cyberspace seemed certain to
erase.

LAW TO THE RESCUE

The initial response to this push was a White Paper produced by the
Commerce Department in 1995. The paper outlined a series of modifications
aimed, it said, at restoring “balance” in intellectual property law. Entitled
“Intellectual Property and the National Information Infrastructure,” the report
sought to restate existing intellectual property law in terms that anyone could
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understand, as well as to recommend changes in the law in response to the
changes the Net would bring. But as scholars quickly pointed out, the first
part was a bust.® The report no more “restated” existing law than Soviet
historians “retold” stories of Stalin’s administration. The restatement had a
tilt, very definitely in the direction of increased intellectual property protection,
but it pretended that its tilt was the natural lay of the land.

For our purposes, however, it is the recommendations that were most
significant. The government proposed four responses to the threat presented
by cyberspace.

The first response was traditional. The government proposed changes
in the law of copyright to “clarify” the rights that it was to protect.” These
changes were intended to better define the rights granted under intellectual
property law and to further support these rights with clarified (and possibly
greater) legal penalties for their violation.

The second response addressed norms, specifically copying norms.
The report recommended increased educational efforts, both in schools and
among the general public, about the nature of intellectual property and the
importance of protecting it. In the terms of Chapter 7, this is the use of law to
change norms so that norms will better support the protection of intellectual
property. It is an indirect regulation of behavior by direct regulation of norms.

The third and fourth responses mixed technology and the market.
The report called for legal support—through financial subsidies and special
legal protection—of “copyright management schemes.” These “schemes” were
simply technologies that would make it easier to control access to and use of
copyrighted material. We will explore these “schemes” at some length later

8.  U.S. DEPARTMENT OF COMMERCE, INTELLECTUAL PROPERTY AND THE NATIONAL INFORMATION INFRASTRUCTURE:
THE REPORT OF THE WORKING GROUP ON INTELLECTUAL PROPERTY RIGHTS (1995) hereafter “White Paper.”
George Smirnoff I, Copyright on the Internet: A Critique of the White Paper’s Recommendation for
Updating the Copyright Act and How the Courts Are Already Filling in Its Most Important Shortcoming,
Online Service Provider Liability, 44 CIEVELAND STATE Law REview 197 (1996) (criticizes the White
Paper’s lack of completeness, inconsistencies, and apparent lack of adequate consideration); see
also Pamela Samuelson, The Copyright Grab, Wirep, Jan. 1996 at 134, 136. By contrast, Gary W.
Glisson, A Practitioner’s Defense of the White Paper, 75 OrEGON Law REview 277 (1996) (argues that
the White Paper is neither a misleading summary of the state of intellectual property law nor a
proposal for dramatic changes). For an extensive analysis of the copyright issues raised by
cyberspace, see Trotter Hardy, Project Looking Forward: Sketching the Future of Copyright in a
Networked World, U.S. Copyright Office Final Report (1998), http:/fwww.copyright.gov/reports/
thardy.pdf.

9. For a summary of the changes called for by the White Paper, see Bruce Lehman, address before
the Inaugural Engelberg Conference on Culture and Economics of Participation in an International
Intellectual Property Regime in 29 NEw YORK UNIVERSITY JOURNAL OF INTERNATIONAL Law anD PoLrtics
211, 213-15 (1996-97); White Paper 17.
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in this chapter, but I mention them now as another example of indirect
regulation— using the market to subsidize the development of a certain
software tool, and using law to regulate the properties of other software
tools. Copyright management systems would be supported by government
funding and by the threat of criminal sanctions for anyone deploying software
to crack them."

Congress followed the recommendations of the 1995 White Paper in
some respects. The most important was the enactment of the Digital
Millennium Copyright Act in 1998. That statute implemented directly the
recommendation that “technological protection measures” be protected by
law. Code that someone implements to control either access to or use of a
copyrighted work got special legal protection under the DMCA:
Circumvention of that code, subject to a few important exceptions, constituted
a violation of the law.

We will return to the DMCA later. The point just now, however, is to
recognize something important about the presumption underlying the White
Paper. The 1995 package of proposals was a scattershot of techniques—some
changes in law, some support for changing norms, and lots of support for
changing the code of cyberspace to make it better able to protect intellectual
property. Perhaps nothing better than this could have been expected in
1995—the law promised a balance of responses to deal with the shifting
balance brought on by cyberspace.

Balance is attractive, and moderation seems right. But something is
missing from this approach. The White Paper proceeds as if the problem of
protecting intellectual property in cyberspace was just like the problem of
protecting intellectual property in real space. It proceeds as if the four
constraints would operate in the same proportions as in real space, as if

nothing fundamental had changed.

But something fundamental has changed: the role that code plays in
the protection of intellectual property. Code can, and increasingly will,
displace law as the primary defense of intellectual property in cyberspace.
Private fences, not public law.

10. The most important such threat is the anticircumvention provision of the Digital Millennium
Copyright Act, which makes it a crime (subject to complex exceptions) to manufacture code to
circumvent a copyright protection mechanism, even if the use of the underlying material itself
would be a fair use; see Pub. L. 105-304, 112 Stat 2877 (1998) (prohibiting the manufacture,
importation, or distribution of “devices, products, components” that “defeat technological methods
of preventing unauthorized use”).
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The White Paper did not see this. Built into its scattershot of ideas is
one that is crucial to its approach but fundamentally incorrect—the idea that
the nature of cyberspace is anarchy. The White Paper promises to strengthen
law in every area it can. But it approaches the question like a ship battening
down for a storm: Whatever happens, the threat to copyright is real, damage
will be done, and the best we can do is ride it out.

This is fundamentally wrong. We are not entering a time when
copyright is more threatened than it is in real space. We are instead entering
a time when copyright is more effectively protected than at any time since
Gutenberg. The power to regulate access to and use of copyrighted material
is about to be perfected. Whatever the mavens of the mid-1990s may have
thought, cyberspace is about to give holders of copyrighted property the
biggest gift of protection they have ever known.

In such an age, the real question for law is not, how can law aid in that
protection? but rather, is the protection too great? The mavens were right
when they predicted that cyberspace will teach us that everything we thought
about copyright was wrong."" But the lesson in the future will be that copyright
is protected far too well. The problem will center not on copy-right but on
copy-duty—the duty of owners of protected property to make that property
accessible.

That’s a big claim. To see it, however, and to see the consequences it
entails, we need consider three examples. The first is a vision of a researcher
from Xerox PARC (appropriately enough), Mark Stefik, and his idea of
“trusted systems.”'? The second is an implication of a world dominated by
trusted systems. The third is an unreckoned cost to the path we are now on
to “protect intellectual property.” The examples will throw into relief the
threat that these changes present for values that our tradition considers
fundamental. They should force us to make a choice about those values and
about their place in our future.

11.  See John Perry Barlow, The Economy of Ideas, WIRED, Mar. 1994, at 129; see also John Perry Barlow,
Papers and Comments of a Symposium on Fundamental Rights on the Information Superhighway, 1994
ANNUAL SURVEY OF AMERICAN Law 355, 358 (1994). Barlow argues that “it is not so easy to own that
which has never had any physical dimension whatsoever,” unlike traditional forms of property.
“We have tended to think,” he adds, “that copyright worked well because it was physically difficult
to transport intellectual properties without first manifesting them in some physical form. And it
is no longer necessary to do that.”

12. See Mark Stefik, Shifting the Possible: How Trusted Systems and Digital Property Rights Challenge Us
to Rethink Digital Publishing, 12 BERKELEY TECHNOLOGY Law JOURNAL 138 (1997); Mark Stefik, Trusted
Systems, SCIENTIFIC AMERICAN, Mar. 1997, at 78; Mark Stefik, Letting Loose the Light: Igniting Commerce
in Electronic Publication, in MARK STEFIK, INTERNET DREAMS, ARCHETYPES, MYTHS, AND METAPHORS 220~
22, 226-28 (Mark Stefik ed., MIT Press 1996).




10 Indian J. Intell. Prop. L.

THE PROMISE FOR INTELLECTUAL PROPERTY IN
CYBERSPACE

It all depends on whether you really understand the idea of trusted systems.
If you don’t understand them, then this whole approach to commerce and digital
publishing is utterly unthinkable. If you do understand them, then it all follows
easily.

Ralph Merkle, quoted in Stefik, “Letting Loose the Light” (1996).

In what we can call the first generation of digital technologies, content
owners were unable to control who copied what. If you have a copy of a
copyrighted photo rendered in a graphics file, you could make unlimited
copies of that file with no effect on the original. When you make the one-
hundredth copy nothing would indicate that it was the one-hundredth copy
rather than the first. And as we’ve described again and again, in the original
code of the Internet, there was nothing to regulate how or to whom
copyrighted content was distributed. The function of “copying” as it was
developed by the coders who built it, either in computers or networks, aimed
at “copying”—not at “copying” with specified permissions.

This character to the function “copy” was not unique to cyberspace.
We have seen a technology that presented the same problem, and I've
already described how a solution was subsequently built into the
technology."® Digital Audio Tape (DAT) technology was thought to be a
threat to copyright owners. A number of solutions to this threat were
proposed. Some people argued for higher penalties for illegal copying of
tapes (direct regulation by law). Some, such as Richard Stallman, argued for
a tax on blank tapes, with the proceeds compensating copyright holders
(indirect regulation of the market by law). Some argued for better education
to stop illegal copies of tapes (indirect regulation of norms by law). But some
argued for a change in the code of DAT machines that would block unlimited
perfect copying.

The tax and code regulators won. In late 1992, as a compromise
between the technology and content industries, Congress passed the Audio
Home Recording Act. The Act first imposed a tax on both recorders and
blank DAT media, with the revenues to be used to compensate copyright
holders for the expected copyright infringement enabled by the technology.
But more interestingly, the Act required manufacturers of DAT technology
to include a Serial Copy Management System, which would limit the ability

13. See Joel R. Reidenberg, Governing Networks and Rule-Making in Cyberspace, 45 EMORY Law JOURNAL
911 (1996).
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of DAT technology to copy. That limit was effected through a code inserted
in copies made using DAT technology. From an original, the technology
would always permit a copy. But from a copy made on a DAT recorder, no
further digital copy could be made. (An analog copy could be made, thus
degrading the quality of the copy, but not a perfect digital copy.) The
technology was thus designed to break the “copy” function under certain
conditions, so as to indirectly protect copyright owners. The net effect of
these two changes was to minimize any harm from the technology, as well as
to limit the functionality of the technology where it would be expected that
functionality would encourage the violation of copyright. (Many think the
net effect of this regulation also killed DAT technology.)

Something like the same idea animated Stefik’s vision.!* He was not
keen to make the quality of copies decrease. Rather, his objective was to
make it possible to track and control the copies of digital content that are
made.” Think of the proposal like this. Today, when you buy a book, you
may do any number of things with it. You can read it once or one hundred
times. You can lend it to a friend. You can photocopy pages in it or scan it
into your computer. You can burn it, use it as a paperweight, or sell it. You
can store it on your shelf and never once open it.

Some of these things you can do because the law gives you the right
to do them—you can sell the book, for example, because the copyright law
explicitly limits the copyright owner’s right to control your use of the physical
book after the “first sale.” Other things you can do because there is no effective
way to stop you. A book seller might sell you the book at one price if you
promise to read it once, and at a different price if you want to read it one
hundred times, but there is no way for the seller to know whether you have
obeyed the contract. In principle, the seller could tell a police officer with
each book to follow you around and make sure you use the book as you
promised, but the costs of this control would plainly exceed any benefit.

But what if each of these rights could be controlled, and each
unbundled and sold separately? What if, that is, the software itself could
regulate whether you read the book once or one hundred times; whether
you could cut and paste from it or simply read it without copying; whether
you could send it as an attached document to a friend or simply keep it on

14. See Mark Stefik, Shifting the Possible: How Trusted Systems and Digital Property Rights Challenge Us
to Rethink Digital Publishing, 12 BERKELEY TECHNOLOGY Law JOURNAL 137 (1997).

15. Ibid, 142-44, Stefik discusses how trusted printers combine four elements—print rights, encrypted
online distribution, automatic billing for copies, and digital watermarks—in order to monitor and
control the copies they make.
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your machine; whether you could delete it or not; whether you could use it
in another work, for another purpose, or not; or whether you could simply
have it on your shelf or have it and use it as well?

Stefik describes a network that makes such unbundling of rights
possible. He describes an architecture that would allow owners of copyrighted
materials to sell access to those materials on the terms they want and would
enforce those contracts.

The details of the system are not important here (it builds on the
encryption architecture I described in Chapter 4),' but its general idea is
easy enough to describe. As the Net is now, basic functions like copying and
access are crudely regulated in an all-or-nothing fashion. You generally have
the right to copy or not, to gain access or not.

But a more sophisticated system of rights could be built into the Net—
not into a different Net, but on top of the existing Net. This system would
function by discriminating in the intercourse it has with other systems. A
system that controlled access in this more fine-grained way would grant access
to its resources only to another system that controlled access in the same
way. A hierarchy of systems would develop, and copyrighted material would
be traded only among systems that properly controlled access.

In such a world, then, you could get access, say, to the New York Times
and pay a different price depending on how much of it you read. The Times
could determine how much you read, whether you could copy portions of the
newspaper, whether you could save it on your hard disk, and so on. But if the
code you used to access the Zimes site did not enable the control the Times
demanded, then the Times would not let you onto its site at all. In short,
systems would exchange information only with others that could be trusted,
and the protocols of trust would be built into the architectures of the systems.

Stefik calls this “trusted systems,” and the name evokes a helpful analog.
Think of bonded couriers. Sometimes you want to mail a letter with
something particularly valuable in it. You could simply give .it to the post
office, but the post office is not a terribly reliable system; it has relatively
little control over its employees, and theft and loss are not uncommon. So
instead of going to the post office, you could give your letter to a bonded
courier. Bonded couriers are insured, and the insurance is a cost that constrains
them to be reliable. This reputation then makes it possible for senders of
valuable material to be assured about using their services. As Stefik writes:

16. Ibid.
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with trusted systems, a substantial part of the enforcement of a digital
contract is carried out by the trusted system. [T ]he consumer does not
have the option of disregarding a digital contract by, for example,
making unauthorized copies of a work. A trusted system refuses to
exercise a right that is not sanctioned by the digital contract.”

This is what a structure of trusted systems does for owners of intellectual
property. It is a bonded courier that takes the thing of value and controls
access to and use of it according to the orders given by the principal.

Imagine for a moment that such a structure emerged generally in
cyberspace.

How would we then think about copyright law?

An important point about copyright law is that, though designed in
part to protect authors, the control it was designed to create was never to be
perfect. As the Supreme Court noted, copyright “protection has never
accorded the copyright owner complete control over all possible uses of his
work.”"® Thus, the law grants only particular exclusive rights, and those
rights are subject to important limitations, such as “fair use,” limited terms,
and the first sale doctrine. The law threatened to punish violators of copyright
laws—and it was this threat that induced a fairly high proportion of people to
comply— but the law was never designed to simply do the author’s bidding.
It had public purposes as well as the author’s interest in mind.

Trusted systems provide authors with the same sort of protection. Because
authors can restrict unauthorized use of their material, they can extract money
in exchange for access. Trusted systems thus achieve what copyright law aims
to, but they can achieve this protection without the law doing the restricting. It
permits a much more fine-grained control over access to and use of protected
material than the law permits, and it can do so without the aid of the law.
What copyright seeks to do using the threat of law and the push of norms,
trusted systems do through the code. Copyright orders others to respect the
rights of the copyright holder before using his property; trusted systems give
access only if rights are respected in the first place. The controls needed to
regulate this access are built into the systems, and no users (except hackers)
have a choice about whether to obey them. The code complements the law
by codifying the rules, making them more efficient.

17. Mark STEFIK, THE INTERNET EDGE: SOCIAL, TECHNICAL, AND LEGAL CHALLENGES FOR A NETWORKED WORLD
91 (MIT Press 1999).
18. Sony v. Universal Studios Inc., 464 U.S. 417, 432 (1984).
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Trusted systems in this sense are a privatized alternative to copyright
law. They need not be exclusive; there is no reason not to use both law and
trusted systems. Nevertheless, the code is effectively doing the work that the
law was designed to do. It implements the law’s protection, through code,
far more effectively than the law did.

What could be wrong with this? We do not worry when people put
double bolts on their doors to supplement the work of the neighborhood
cop. We do not worry when they lock their cars and take their keys. It is not
an offense to protect yourself rather than rely on the state. Indeed, in some
contexts it is a virtue. Andrew Jackson’s mother, for example, told him,
“Never tell a lie, nor take what is not your own, nor sue anybody for slander,
assault and battery. Always settle them cases yourself.”" Self-sufficiency is
strength and going to the law a sign of weakness.

There are two steps to answering this question. The first rehearses a
familiar but forgotten point about the nature of “property”; the second makes
a less familiar, but central, point about the nature of intellectual property.
Together they suggest why perfect control is not the control that law has
given owners of intellectual property. And together they suggest the potential
problem that copyright law in cyberspace will create.

THE LIMITS ON THE PROTECTION OF PROPERTY

The realists in American legal history (circa 1890-1930) were scholars
who (in part) emphasized the role of the state in what was called “private
law.”® At the time they wrote, it was the “private” in private law that got all
the emphasis. Forgotten was the “law,” as if “property” and “contract” existed
independent of the state. '

The realists’ aim was to undermine this view. Contract and property
law, they argued, gave private parties power.”! If you breach a contract with
me, I can have the court order the sheriff to force you to pay; the contract

19. See Davm HACKETT FiSCHER, ALBION’S SEED: FOUR BRrtisH FoLkways IN AMERICA 765 (Oxford University
Press 1989).

20. See AMrriCAN LEcaL Reavism 98-129 (William W. Fisher III et al. eds., Oxford University Press
1993); JoHN HENRY SCHLFGEL, AMERICAN LEGAL REALISM AND EMPIRICAL SoCIAL SCIENCE (University of
North Carolina Press 1995). For a nice modern example of the same analysis, see Keith Aok,
(Intellectual) Property and Soverzignty: Notes Toward a Cultural Geography of Authorship, 48 STANFORD
Law Review 1293 (1996).

21. See BarBARA H. FriED, THE PRGGRESSIVE ASSAULT ON LAlssez-FAIRE: ROBERT HALE AND THE FIRST Law AND
Economics MoveMENT 1-28 (Harvard University Press 1998); see also Joel P. Trachtman, The
International Ec ic Law Revolution, 17 UNIVERSITY OF PENNSYLVANIA JOURNAL OF INTERNATIONAL ECoNoMIC
Law 33, 34 (1996), (who notes that many realists and critical legal theorists have asserted that
“private law” is an oxymoron).
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gives me access to the state power of the sheriff. If your contract with your
employer says that it may dismiss you for being late, then the police can be
called in to eject you if you refuse to leave. If your lease forbids you to have
cats, then the landlord can use the power of the courts to evict you if you do
not get rid of the cats. These are all instances where contract and property,
however grounded in private action, give a private person an entitlement to
the state.

No doubt this power is justified in many cases; to call it “law” is not to
call it unjust. The greatest prosperity in history has been created by a system
in which private parties can order their lives freely through contract and
property. But whether justified in the main or not, the realists argued that
the contours of this “law” should be architected to benefit society.?

This is not communism. It is not an attack on private property, and it
is not to say that the state creates wealth (put your Ayn Rand away). These
are claims about the relationship between private law and public law, and
they should be uncontroversial.

Private law creates private rights to the extent that these private rights
serve some collective good. If a private right is harmful to a collective good,
then the state has no reason to create it. The state’s interests are general, not
particular. It has a reason to create rights when those rights serve a common,
rather than particular, end.

The institution of private property is an application of this point. The
state has an interest in defining rights to private property because private
property helps produce a general, and powerful, prosperity. It is a system
for ordering economic relations that greatly benefits all members of society.
No other system that we have yet devised better orders economic relations.
No other system, some believe, could.?

But even with ordinary property—your car, or your house—property
rights are never absolute. There is no property that does not have to yield at
some point to the interests of the state. Your land may be taken to build a
highway, your car seized to carry an accident victim to the hospital, your
driveway crossed by the postman, your house inspected by health inspectors.
In countless ways, the system of property we call “private property” is a

22. Judges have also made this argument; see Lochner v. New York, 198 US 45, 74 (1905) (Justice
Oliver Wendell Holmes Jr. dissenting).

23. This is the epistemological limitation discussed in much of Friedrich A. von Hayek’s work; see,
for example, 2 FRIEDRICH A. VON HAYEK’s, LAW, LEGISLATION, AND LBERTY (University of Chicago Press
1978).
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system that balances exclusive control by the individual against certain
common state ends. When the latter conflict with the former, it is the former
that yields.

This balance, the realists argued, is a feature of all property. But it is
an especially important feature of intellectual property. The balance of rights
with intellectual property differs from the balance with ordinary real or
personal property. “Information,” as Boyle puts it, “is different.”* And a
very obvious feature of intellectual property shows why.

When property law gives me the exclusive right to use my house,
there’s a very good reason for it. If you used my house while I did, I would
have less to use. When the law gives me an exclusive right to my apple, that
too makes sense. If you eat my apple, then I cannot. Your use of my property
ordinarily interferes with my use of my property. Your consumption reduces
mine.

The law has a good reason, then, to give me an exclusive right over
my personal and real property. If it did not, I would have little reason to
work to produce it. Or if I did work to produce it, I would then spend a great
deal of my time trying to keep you away. It is better for everyone, the
argument goes, if I have an exclusive right to my (rightly acquired) property,
because then I have an incentive to produce it and not waste all my time
trying to defend it.%

Things are different with intellectual property. If you “take” my idea,
I still have it. If I tell you an idea, you have not deprived me of it.*® An
unavoidable feature of intellectual property is that its consumption, as the
economists like to put it, is “non rivalrous.” Your consumption does not
lessen mine. If I write a song, you can sing it without making it impossible
for me to sing it. If I write a book, you can read a copy of it (please do)
without disabling me from reading another copy of it. Ideas, at their core,
can be shared with no reduction in the amount the “owner” can consume.
This difference is fundamental, and it has been understood since the founding.

24. JAMES BOYLE, SHAMANS, SOFTWARE, AND SPLEENS: LAW AND THE CONSTRUCTION OF THE INFORMATION SOCIETY
174 (Harvard University Press 1999).

25. I am hiding a great deal of philosophy in this simplified utilitarian account, but for a powerful
economic grounding of the point, see Harold Demsetz, Toward a Theory of Property Rights, 57
AwmERICAN Economics REVIEW 347 (1967).

26. For a wonderfully clear introduction to this point, as well as a complete analysis of the law, see
ROBERT P. MERGES ET AL., INTELLECTUAL PROPERTY IN THE NEW TECHNOLOGICAL AGE Chapter 1 (Aspen
Law and Business 1997).
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Jefferson put it better than I:

If nature has made any one thing less susceptible than all others of
exclusive property, it is the action of the thinking power called an
idea, which an individual may exclusively possess as long as he keeps
it to himself; but the moment it is divulged, it forces itself into the
possession of every one, and the receiver cannot dispossess himself of
it. Its peculiar character, too, is that no one possesses the less, because
every other possess the whole of it. He who receives an idea from me,
receives instruction himself without lessening mine; as he who lites
his taper at mine, receives light without darkening me. That ideas
should freely spread from one to another over the globe, for the moral
and mutual instruction of man, and improvement of his condition,
seems to have been peculiarly and benevolently designed by nature,
when she made them, like fire, expansible over all space, without
lessening their density at any point, and like the air in which we
breathe, move, and have our physical being, incapable of confinement
or exclusive appropriation. Inventions then cannot, in nature, be a
subject of property.?’

Technically, Jefferson presents two concepts: One is the possibility of
excluding others from using or getting access to an idea, which he defines as
“action of the thinking power . . . which an individual may exclusively possess
as long as he keeps it to himself.” This is the question whether ideas are
“excludable”; Jefferson affirms that an idea is “excludable” until “the moment
it is divulged.”

The other concept is whether my use of a divulged idea lessens your
use of the same idea. This is the question of whether divulged ideas are
“rivalrous.”® Again, Jefferson suggests that, once they are divulged, ideas
are not “rivalrous.” Jefferson believes that the act of divulging/sharing has
made ideas both nonexcludable and nonrivalrous, and that there is little
that man can do to change this fact.*

27. Letter from Thomas Jefferson, to Isaac Mcpherson, (Aug. 13, 1813), reprinted in 6 WRITINGS OF
THOMAS JEFFERSON, 1790-1826 180-81 (H. A. Washington ed., 1854) quoted in Graham v. John
Deere Company, 383 US 1, 8-9 n.2 (1966).

28. For the classic discussion, see Kenneth J. Arrow, Economic Welfare and the Allocation of Resources
for Invention, in THE RATE AND DIRECTION OF INVENTIVE AcTIvVITY: ECONoMIC AND SociaL Factors 609, 616
- 617 (Princeton University Press 1962).

29. For a powerfully compelling problematization of the economic perspective in this context, see
James Boyle, Intellectual Property Policy Online: A Young Person’s Guide, 10 HARVARD JOURNAL OF Law
AND TECHNoOLOGY 47 (1996). Boyle’s work evinces the indeterminacy that economics ought to
profess about whether increasing property rights over information will also increase the production
of information.
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In fact, shared ideas are both nonexcludable and nonrivalrous. I can
exclude people from my secret ideas or writings—I can keep them secret, or
build fences to keep people out. How easily, or how effectively, I can do so
is a technical question. It depends on the architecture of protection that a
given context provides. But given the proper technology, there is no doubt
that I can keep people out. What I cannot do is to exclude people from my
shared ideas or writings simply because they are not my secrets anymore.

My shared ideas are “nonrivalrous” goods, too. No technology (that
we know of) will erase an idea from your head as it passes into my head. My
knowing what you know does not lessen your knowing the same thing. That
fact is a given in the world, and it makes intellectual property different.
Unlike apples, and unlike houses, once shared, ideas are something I can
take from you without diminishing what you have.

It does not follow, however, that there is no need for property rights
over expressions or inventions.*® Just because you can have what I have
without lessening what I have does not mean that the state has no reason to
create rights over ideas, or over the expression of ideas.

If a novelist cannot stop you from copying (rather than buying) her
book, then she may have very little incentive to produce more books. She
may have as much as she had before you took the work she produced, but if
you take it without paying, she has no monetary incentive to produce more.

Now, of course, the incentives an author faces are quite complex and
it is not possible to make simple generalizations.*’ But generalizations do
not have to be perfect to make a point: Even if some authors write for free,
it is still the case that the law needs some intellectual property rights. If the
law did not protect authorship at all, there would be fewer authors. The law
has a reason to protect the rights of authors, at least insofar as doing so gives
them an incentive to produce. With ordinary property, the law must both
create an incentive to produce and protect the right of possession; with
intellectual property, the law need only create the incentive to produce.

This is the difference between these two very different kinds of
property, and this difference fundamentally affects the nature of intellectual

30. Some insist on calling this “property”; see Frank H. Easterbrook, Intellectual Property Is Still
Property, 13 HARVARD JOURNAL OF Law AND PusLic PoLicy 108 (1990).

31. This is the message of Justice Stephen Breyer’s work on copyright, for example, Stephen Breyer,
The Uneasy Case for Copyright: A Study of Copyright in Books, Photocopies, and Computer Programs, 84
HarvarD Law REVIEW 281 (1970).
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property law. While we protect real and personal property to protect the
owner from harm and give the owner an incentive, we protect intellectual
property to ensure that we create a sufficient incentive to produce it. “Sufficient
incentive,” however, is something less than “perfect control.” And in turn
we can say that the ideal protections of intellectual property law are something
less than the ideal protections for ordinary or real property.

This difference between the nature of intellectual property and ordinary
property was recognized by our Constitution, which in article I, section 8,
clause 8, gives Congress the power “to promote the Progress of Science and
useful Arts, by securing for limited Times to Authors and Inventors the
exclusive Right to their respective Writings and Discoveries.”

Note the special structure of this clause. First, it sets forth the precise
reason for the power—to promote the progress of science and useful arts. It is
for those reasons and those reasons only, that Congress may grant an exclusive
right. And second, note the special temporality of this right: “for limited
Times.” The Constitution does not allow Congress to grant authors and
inventors permanent exclusive rights to their writings and discoveries, only
limited rights. (Though apparently those limited times can be extended.®)
It does not give Congress the power to give them a perpetual “property” in
their writings and discoveries, only an exclusive right over them for a limited
time. The Constitution’s protection for intellectual property then is
fundamentally different from its protection of ordinary property. I've said
that all property is granted subject to the limit of the public good. But even
so, if the government decided to nationalize all property after a fifteen-year
term of ownership, the Constitution would require it to compensate the
owners. By contrast, if Congress set the copyright term at fifteen years, there
would be no claim that the government pay compensation after the fifteen
years were up. Intellectual property rights are a monopoly that the state
gives to producers of intellectual property in exchange for their production
of it. After a limited time, the product of their work becomes the public’s to
use as it wants. This is Communism at the core of our Constitution’s protection
of intellectual property. This “property” is not property in the ordinary sense
of that term.

And this is true for reasons better than tradition as well. Economists
have long understood that granting property rights over information is

32. See Eldred v. Ashcroft, 537 U.S. 186 (2003).
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dangerous (to say the least).®® This is not because of leftist leanings among
economists; it is because economists are consequentialists, and their objective
in granting any property right is simply to facilitate production. But there is
no way to know, in principle, whether increasing or decreasing the rights
granted under intellectual property law will lead to an increase in the
production of intellectual property. The reasons are complex, but the point
is not: Increasing intellectual property’s protection is not guaranteed to
“promote the progress of science and useful arts”—indeed, often doing so
will stifle it.

The balance that intellectual property law traditionally strikes is
between the protections granted the author and the public use or access
granted everyone else. The aim is to give the author sufficient incentive to

produce. Built into the law of intellectual property are limits on the power
of the author to control use of the ideas she has created.®

A classic example of these limits and of this public use dimension is
the right of “fair use.” Fair use is the right to use copyrighted material,
regardless of the wishes of the owner of that material. A copyright gives the
owner certain rights; fair use is a limitation on those rights. It gives you the
right to criticize this book, cut sections from it, and reproduce them in an
article attacking me. In these ways and in others, you have the right to use
this book independent of how I say it should be used.

Fair use does not necessarily work against the author’s interest—or
more accurately, fair use does not necessarily work against the interests of
authors as a class. When fair use protects the right of reviewers to criticize
books without the permission of authors, then more critics criticize. And the
more criticism there is, the better the information is about what books people

33. For an extensive and balanced analysis, see William M. Landes and Richard A. Posner, An
Economic Analysis of Copyright Law, 18 JOURNAL OF LEGAL STupiEs 325, 325 — 327, 344 - 346 (1989).
These authors note that because ideas are a public good—that is, an infinite number of people can
use an idea without using it up—ideas are readily appropriated from the creator by other people.
Hence, copyright protection attempts to balance efficiently the benefits of creating new works
with the losses from limiting access and the costs of administering copyright protection; copyright
protection seeks to promote the public benefit of advancing knowledge and learning by means of
an incentive system. The economic rewards of the marketplace are offered to authors in order to
stimulate them to produce and disseminate new works (326). See also RiCHARD POSNER, LAwW AND
LiTeRATURE 389405 (Harvard University Press 1998); WiLLiam M. LaNDEs AND RicHARD POsNER, THE
ECONOMIC STRUCTURE OF INTELLECTUAL PROPERTY Law 8 - 9 (Harvard University Press 2003).

34. These limits come from both the limits in the copyright clause, which sets its purposes out quite
clearly, and the First Amendment; see, for example, Feist Publications, Inc. v. Rural Telephone
Service Co., 499 US 340, 346 (1991).
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should buy. The better the information is about what to buy, the more
people will buy it. Authors as a whole benefit from the system of fair use,
even if particular authors do not.

The law of copyright is filled with such rules. Another is the “first
sale” doctrine. If you buy this book, you can sell it to someone else free of
any constraint I might impose on you.* This doctrine differs from the
tradition in, for example, Europe, where there are “moral rights” that give
the creator power over subsequent use.* I've already mentioned another
example—limited term. The creator cannot extend the term for which the
law will provide protection (even if Congress can); that is fixed by the statute
and runs out when the statute runs out.

Taken together, these rules give the creator significant—but not perfect—
control over the use of what he produces. They give the public some access,
but not complete access. They are balanced differently from the balance the
law strikes for ordinary property—by design. They are constitutionally
structured to help build an intellectual and cultural commons.

The law strikes this balance. It is not a balance that would exist in
nature. Without the law, and before cyberspace, authors would have very
little protection; with the law, they have significant, but not perfect, protection.
The law gives authors something they otherwise would not have in exchange
for limits on their rights, secured to benefit the intellectual commons as a
whole.

PRIVATE SUBSTITUTES FOR PUBLIC LAW

So copyright law strikes a balance between control and access. What
about that balance when code is the law? Should we expect that any of the
limits will remain? Should we expect code to mirror the limits that the law
imposes? Fair use? Limited term? Would private code build these “bugs”
into its protections?

The point should be obvious: When intellectual property is protected
by code, nothing requires that the same balance be struck. Nothing requires
the owner to grant the right of fair use. She might allow individuals to browse

35. The “first sale” doctrine was developed under 27 of the former Copyright Act (17 USC [1970]) and
has since been adopted under 109(a) of the present Copyright Act; see United States v. Goss, 803
F2d 638 (11th Cir 1989) (discussing both versions of the Copyright Act).

36. Europeans like to say that “moral rights” have been part of their system since the beginning of
time, but as Professor Jane C. Ginsburg has shown with respect to France, they are actually a
nineteenth-century creation; see Jane C. Ginsburg, 4 Tale of Two Copyrights: Literary Property in
Revolutionary France and America, 64 TuLANE Law REviEW 991 (1990).
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for free, as a bookstore does, but she might not. Whether she grants this
right depends on whether it profits her. Fair use becomes contingent upon
private gain. More importantly, it becomes contingent upon the private gain
of authors individually rather than authors as a class.

Thus, as privatized law, trusted systems regulate in the same domain
that copyright law regulates. But unlike copyright law, they do not guarantee
the same limits on copyright’s protection. Trusted systems give the producer
maximum control over the uses of copyrighted work—admittedly at a cheaper
cost, thus perhaps permitting many more authors to publish. But they give
authors almost perfect control in an area in which the law did not. Code
thus displaces the balance that copyright law strikes by displacing the limits
the law imposes. As Daniel Benloliel puts it:

[D]ecentralized content providers are . . . privatizing the enforcement
authority with strict technological standards, under which individuals
would be banned from access and use of particular digital content in
a way that might override legitimate fair use.””

So far my description simply sets law against code: the law of copyright
either complemented by, or in conflict with, private code. You may not yet
be convinced that we should consider this a conflict, because it has always
been the case that one can exercise more control over a copyrighted work
than the law gives you the right to exercise over the copyright. For example,
if you own a painting that is in the public domain, there’s no requirement
for you to let anyone see it. You could lock it in your bedroom and never let
anyone see it ever. In a sense, you've thus deprived the world of the value of
this painting being in the “public domain.” But no one has ever thought that
this interaction between the law of trespass and copyright has created any
important conflict. So why should anyone be troubled if copyright owners
use code to lock up their content beyond the balance the law of copyright
strikes?

If this is where you’re stuck, then let me add one more part to the
story. As I mentioned above, the DMCA contains an anti-circumvention
provision. That part of the law forbids the circumvention of some technical
protection measures; it forbids the development of tools to circumvent
technical protection as well. Most important, it forbids these circumventions
regardless of the purpose of the circumvention. Thus, if the underlying use
you would make of a copyrighted work—if you could get access to it—is a

37. Daniel Benoliel, Technological Standards, Inc.: Rethinking Cyberspace Regulative Epistemology, 92
CaLrForNIA Law REVIEW 1069, 1114 (2004).
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“fair use,” the DMCA still makes it an offense to circumvent technical
protections to get access to it. Thus one part of the law of copyright grants
“fair use,” while another part of copyright removes at least some fair use
liberty where the fair use has been removed by technical means.®® But so
what, the skeptic will ask. What the law gives, the law can take away, can’t
it?

No it can’t, and that’s the point. As the Supreme Court has indicated,
copyright law is consistent with the First Amendment only because of certain
important limitations built into the law. Removing those limitations would
then raise important First Amendment questions. Thus, when the law acts
with code to remove the law’s protection for fair use, this should raise an
important question—at least for those concerned about maintaining the
balance that copyright law strikes.

But maybe this conflict is just temporary. Couldn’t the code be changed
to protect fair use?

The answer to that hopeful (and again, hopeful because my main
point is about whether incentives to protect fair use exist) question is no, not
directly. Fair use inherently requires a judgment about purpose, or intent.
That judgment is beyond the ken of even the best computers. Indirectly,
however, fair use could be protected. A system that allowed an individual to
unlock the trusted system if he claimed the use was fair (perhaps marking the
used work with a tag to make it possible to trace the use back to the user)
could protect fair use. Or as Stefik describes, a system that granted users a
“fair use license,” allowing them to unlock the content and use insurance
backing the license to pay for any misuse, might also protect fair use.* But
these alternatives again rely on structures beyond code. With the code itself,
there is no way adequately to police fair use.

Some will respond that I am late to the party: Copyright law is already
being displaced, if not by code then by the private law of contract. Through
the use of click-wrap, or shrink-wrap, licenses, authors are increasingly
demanding that purchasers, or licensees, waive rights that copyright law gave
them. If copyright law gives the right to reverse-engineer, then these contracts
might extract a promise not to reverse-engineer. If copyright law gives the
right to dispose of the book however the purchaser wants after the first sale,
then a contract might require that the user waive that right. And if these
terms in the contract attached to every copyright work are enforceable merely

38. See Universal Studios, Inc. v. Corley, 273 F.3d 429 (2d Cir. 2001).
39. StrFik, THE INTERNET EDGE, 99-100.
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by being “attached” and “knowable,” then already we have the ability through
contract law to rewrite the balance that copyright law creates.

I agree that this race to privatize copyright law through contract is
already far along, fueled in particular by decisions such as Judge Frank
Easterbrook’s in ProCD v. Zeidenberg. But contracts are not as bad as code.
Contracts are a form of law. If a term of a contract is inconsistent with a
value of copyright law, you can refuse to obey it and let the other side get a
court to enforce it. In some cases, courts have expressly refused to follow a
contract term precisely because it is inconsistent with a copyright law value.”
The ultimate power of a contract depends upon the decision by a court to
enforce the contract or not. Although courts today are relatively eager to
find ways to enforce these contracts, there is at least hope that if the other
side makes its case very clear, courts could shift direction again.* As Stefik
writes, trusted systems “differ from an ordinary contract in critical ways.”

[I]n an ordinary contract, compliance is not automatic; it is the
responsibility of the agreeing parties. There may be provisions for
monitoring and checking on compliance, but the actual responsibility
for acting in accordance with the terms falls on the parties. In addition,
enforcement of the contract is ultimately the province of the courts.*

The same is not true of code. Whatever problems there are when
contracts replace copyright law, the problems are worse when code displaces
copyright law. Again—where do we challenge the code? When the software
protects without relying in the end on the state, where can we challenge the
nature of the protection” Where can we demand balance when the code
takes it away?

I don’t mean to enter the extremely contentious debate about whether
this change in control is good or appropriate. I've said too much about that
elsewhere.* For our purposes here, the point is simply to recognize a
significant change. Code now makes possible increasingly perfect control
over how culture is spread. Regulations have “been fairly consistent . . . on
the side of expanding the power of the owners to control the use of their
products.” And these regulations invite a demand for perfect control over
how culture is spread.

40. See, e.g., People v. Network Associates, Inc., 195 Misc. 2d 384 (N.Y.Misc. 2003).

41. See William W. Fisher IIl, Compulsory Terms in Internet-Related Contracts, 73 CHICAGO-KENT Law
ReviEw (1998). Fisher catalogs public policy restrictions on freedom of contract, which he
characterizes as “ubiquitous.”

42. StEFIK, THE INTERNET EDGE, 91-7.

43. See LAWRENCE LEssIG, FREE CULTURE: THE NATURE AND FUTURE OF CREATIVITY xiv—xvi (Penguin 2004).

44. Yochai Benkler, Net Regulation: Taking Stock and Looking Forward, 71 UNIVERSITY OF COLORADO Law
Review 1203, 1254 (2000).
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The rise of contracts qualifying copyright law and the rise of code
qualifying copyright law raise a question that the law of copyright has not
had to answer before. We have never had to choose whether authors should
be permitted perfectly to control the use of their intellectual property
independent of the law, for such control was not possible. The balance struck
by the law was the best that authors could get. But now, code gives authors
a better deal. The question for legal policy is whether this better deal makes
public sense.

Here we confront the first latent ambiguity within the law of copyright.
There are those who would say that copyright law already decides this
question— whether against code-based control, or for it. But in my view, this
is a choice the law has yet to make. I have my own views about how the law
should decide the question. But what technology has done is force us to see
a choice that was not made before. See the choice, and then make it.

Put most directly: There has always been a set of uses of copyrighted
work that was unregulated by the law of copyright. Even within the boundary
of uses that were regulated by the law of copyright, “fair use” kept some uses
free. The core question is why? Were these transactions left free because it
was too costly to meter them? Or were these transactions left free because
keeping them free was an important public value tied to copyright?

This is a question the law never had to resolve, though there is support
for both views.* Now the technology forces us to resolve it. The question,
then, is how.

A nice parallel to this problem exists in one part of constitutional law.
The framers gave Congress the power to regulate interstate commerce and
commerce that affects interstate commerce.” At the founding, that was a lot

45. See Campbell v. Acuff-Rose Publishing, 510 U.S. 569 (1994). In Wendy J. Gordon, Fair Use as
Market Failure: A Structural and Economic Analysis of the Betamax Case and Its Predecessors, 82
CoLumsia Law ReviEw 1600 (1982) the author argues that the courts should employ fair use to
permit uncompensated transfers that the market is incapable of effectuating; see also Wendy J.
Gordon, On Owning Information: Intellectual Property and Restitutionary Impulse, 78 VIRGINIA Law
RevieEw 149 (1992). In Wendy J. Gordon, Reality as Artifact: From Feist to Fair Use, 55 Law AND
CONTEMPORARY PROBLEMS 93, 96 (1992), Gordon observes that, while imaginative works are creative,
they may also comprise facts, which need to be widely available for public dissemination. Wendy
J. Gordon, Toward a Jurisprudence of Benefits: The Norms of Copyright and the Problem of Private
Censorship, 57 UNIVERSITY OF CHICAGO Law ReviEw 1009 (1990), there is a discussion of the ability of
copyright holders to deny access to critics and others; see also Wendy Gordon, An Inguiry into the
Merits of Copyright: The Challenges of Consistency, Consent, and Encouragement Theory, 41 STANFORD
Law ReviEw 1343 (1989).

46. See Gibbons v. Ogden, 22 US 1 (1824) (striking down New York’s grant of a monopoly of
steamboat navigation on the Hudson River as inconsistent with the federal Coasting Act of 1793);
McCulloch v. Maryland, 17 US 316 (1819) (pronouncing that Congress has the power to do what
is “necessary and proper” to achieve a legitimate end, like the regulation of interstate commerce).



26 Indian J. Intell. Prop. L.

of commerce, but because of the inefficiencies of the market, not all of it.
Thus, the states had a domain of commerce that they alone could regulate.?

Over time, however, the scope of interstate commerce has changed so
that much less commerce is now within the exclusive domain of the states.
This change has produced two sorts of responses. One is to find other ways
to give states domains of exclusive regulatory authority. The justification for
this response is the claim that these changes in interstate commerce are
destroying the framers’ vision about state power.

The other response is to concede the increasing scope of federal
authority, but to deny that it is inconsistent with the framing balance.*
Certainly, at the founding, some commerce was not interstate and did not
affect interstate commerce. But that does not mean that the framers intended
that there must always be such a space. They tied the scope of federal power
to a moving target; if the target moves completely to the side of federal
power, then that is what we should embrace.®

In both contexts, the change is the same. We start in a place where
balance is given to us by the mix of frictions within a particular regulatory
domain: Fair use is a balance given to us because it is too expensive to
meter all use; state power over commerce is given to us because not all
commerce affects interstate commerce. When new technology disturbs the
balance, we must decide whether the original intent was that there be a
balance, or that the scope of one side of each balance should faithfully track
the index to which it was originally tied. Both contexts, in short, present

ambiguity.
Many observers (myself included) have strong feelings one way or the
other. We believe this latent ambiguity is not an ambiguity at all. In the

context of federal power, we believe either that the states were meant to
keep a domain of exclusive authority® or that the federal government was

47. See BerNARD C. Gavit, THE CoMMERCE CLAUSE OF THE UNITED STATES CONSTITUTION 84 (Principia Press
1932).

48. See Pensacola Telegraph Company v. Western Union Telegraph Company, 96 US 1, 9 (1877).

49. As one commentator put it near the turn of the century: “If the power of Congress has a wider
incidence in 1918 than it could have had in 1789, this is merely because production is more
dependent now than then on extra-state markets. No state liveth to itself alone to any such extent
as was true a century ago. What is changing is not our system of government, but our economic
organization”; Thomas Reed Powell, The Child Labor Law, the Tenth Amendment, and the Commerce
Clause, 3 SouTHERN Law QUARTERLY 175, 200-201 (1918).

50. See 1 Arexis DE TOCQUEVILLE, DEMOCRACY IN AMERICA 158-70 (Vintage 1990), on the idea that the
framers’ design pushed states to legislate in a broad domain and keep the local government
active.




Code: Version 2.0 — Intellectual Property 27

to have whatever power affected interstate commerce.”" In the context of
fair use, we believe that either fair use is to be a minimum of public use,
guaranteed regardless of the technology,” or that it is just an efficient
compromise in response to an inefficient technology, to be removed as soon
as efficiency can be achieved.

But in both cases, this may make the problem too easy. The best
answer in both contexts may be that the question was unresolved at the
framing: Perhaps no one thought of the matter, and hence there is no answer
to the question of what they would have intended if some central
presupposition had changed. And if there was no original answer, we must
decide the question by our own lights. As Stefik says of trusted systems—
and, we might expect, of the implications of trusted systems—“It is a tool
never imagined by the creators of copyright law, or by those who believe
laws governing intellectual property cannot be enforced.”

The loss of fair use is a consequence of the perfection of trusted systems.
Whether you consider it a problem or not depends on your view of the
value of fair use. If you consider it a public value that should exist regardless
of the technological regime, then the emergence of this perfection should
trouble you. From your perspective, there was a value latent in the
imperfection of the old system that has now been erased.

51. See Maryland v. Wirtz, 392 US 183, 201 (1968) (Justice William O. Douglas dissenting: The
majority’s bringing of employees of state-owned enterprises within the reach of the commerce
clause was “such a serious invasion of state sovereignty protected by the Tenth Amendment that
it . .. [was] not consistent with our constitutional federalism”); State Board of Insurance v. Todd
Shipyards Corporation, 370 US 451, 456 (1962) (holding that “the power of Congress to grant
protection to interstate commerce against state regulation or taxation or to withhold it is so
complete that its ideas of policy should prevail”).

52. See Michael G. Frey, Unfairly Applying the Fair Use Doctrine: Princeton University Press v. Michigan
Document Services, 99 F3d 1381 (6th Cir 1996), 66 UNvErsiTY OF CINCINNATI Law REVIEW 959, 1001
(1998); Frey asserts that “copyright protection exists primarily for the benefit of the public, not the
benefit of individual authors. Copyright law does give authors a considerable benefit in terms of
the monopolistic right to control their creations, but that right exists only to ensure the creation
of new works. The fair use doctrine is an important safety valve that ensures that the benefit to
individual authors does not outweigh the benefit to the public’; Marlin H. Smith, The Limits of
Copyright: Property, Parody, and the Public Domain, 42 DUKE Law JOURNAL 1233, 1272 (1993) (asserts
that “copyright law is better understood as that of a gatekeeper, controlling access to copyrighted
works but guaranteeing, via fair use, some measure of availability to the public.)”

53. Mark Stefik, Letting Loose the Light: Igniting Commerce in Electronic Publication, in INTERNET DREAMS,
ARCHETYPES, MYTHS, AND METAPHORS 244 (Mark Stefik ed., MIT Press 1996). For an excellent use of
the general analysis of Code to argue that the specific analysis of this chapter is mistaken, see John
Tehranian, A/l Rights Reserved? Reassessing Copyright and Patent Enforcement in the Digital Age, 72
UNIVERSITY OF CINCINNATI LAW REVIEW 45 (2003).
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But even if you do not think that the loss of fair use is a problem,
trusted systems threaten other values latent in the imperfection of the real
world. Consider a second.

THE ANONYMITY THAT IMPERFECTION ALLOWS

I was a student at an English university for a number of years. In the
college I attended, there was a “buttery”—a shop inside the college that
basically sold alcohol. During the first week I was there I had to buy a large
amount of Scotch (a series of unimaginative gifts, as I remember). About a
week after I made these purchases, I received a summons from my tutor to
come talk with him in his office. When I arrived, the tutor asked me about
my purchases. This was, to his mind, an excessive amount of alcohol, and
he wanted to know whether I had a good reason for buying it.

Needless to say, I was shocked at the question. Of course, technically,
I had made a purchase at the college, and I had not hidden my name when
I did so (indeed, I had charged it on my college account), so, formally, I had
revealed my alcohol purchases to the college and its agents. Still, it shocked
me that this information would be monitored by college authorities and
then checked up on. I could see why they did it, and I could see the good
that might come from it. It just never would have occurred to me that these
data would be used in this way.

If this was an invasion, of course, it was a small one. Later it was easy
for me to hide my binges simply by buying from a local store rather than the
college buttery. (Though I later learned that the local store rented its space
from the college, so who knows what deal they had struck?) And in any case,
I was not being punished. The college was just concerned. But the example
suggests a more general point: We reveal to the world a certain class of data
about ourselves that we ordinarily expect the world not to use. What happens
when they use it?

Trusted systems depend on such data—they depend on the ability to
know how people use the property that is being protected. To set prices
most efficiently, the system ideally should know as much about individuals
and their reading habits as possible. It needs to know this data because it
needs an efficient way to track use and so to charge for it.**

54. Efficient here both in the sense of cheap to track and in the sense of cheap to then discriminate
in pricing; William W. Fisher III, Property and Contract on the Internet, 74 CricaGo- KENT Law REVIEW
1203 (1998).
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But this tracking involves a certain invasion. We live now in a world
where we think about what we read in just the way that I thought about what
I bought as a student in England—we do not expect that anyone is keeping
track. We would be shocked if we learned that the library was keeping tabs
on the books that people checked out and then using this data in some
monitoring way.

Such tracking, however, is just what trusted systems require. And so
the question becomes: Should there be a right against this kind of monitoring?
The question is parallel to the question of fair use. In a world where this
monitoring could not effectively occur, there was, of course, no such right
against it. But now that monitoring can occur, we must ask whether the
latent right to read anonymously, given to us before by imperfections in
technologies, should be a legally protected right.

Julie Cohen argues that it should, and we can see quite directly how
her argument proceeds.®® Whatever its source, it is a value in this world that
we can explore intellectually on our own. It is a value that we can read
anonymously, without fear that others will know or watch or change their
behavior based on what we read. This is an element of intellectual freedom;
it is a part of what makes us as we are.®

But this element is potentially erased by trusted systems. These systems
need to monitor, and this monitoring destroys anonymity. We need to decide
whether, and how, to preserve values from today in a context of trusted
systems.

This could first be a question of translation: namely, how should
changes in technology be accommodated to preserve values from an earlier
context in a new context? It is the same question that Brandeis asked about
wiretapping.” It is the question the Court answers in scores of contexts all
the time. It is fundamentally a question about preserving values when contexts
change.

55. Julie E. Cohen, 4 Right to Read Anonymously: A Closer Look at ‘Copyright Management’ in Cyberspace,
28 ConnecricuT Law Review 981, 982 (1996): Reading anonymously is “so intimately connected with
speech and freedom of thought that the First Amendment should be understood to guarantee
such a right”. Cohen has extended her analysis in the context of technology that didn’t gather
private information. See Julie E. Cohen, DRM and Privacy, 18 BERKELEY TECHNOLOGY LAW JOURNAL
575 (2003). See also Helen Nissenbaum, Securing Trust Online: Wisdom or Oxymoron, 81 BOsTON
UNiversiTy Law Review 635 (2001) (describing the dynamic of trust emerging systems will evoke).
For related, and powerful work, see Sonia K. Katyal, The New Surveillance, 54 CASsE WESTERN
REsERVE Law ReviEW 297 (2003).

56. “The freedom to read anonymously is just as much a part of our tradition, and the choice of
reading materials just as expressive of identity, as the decision to use or withhold one’s name”
Julie E. Cohen, 4 Right to Read Anonymously: A Closer Look at ‘Copyright Management’ in Cyberspace,
28 ConnecricuT Law Review 981, 1012 (1996).

57. See Olmstead v. United States 277 US 438, 474 (1928) (Justice Louis Brandeis dissenting: “Can it
be that the Constitution affords no protection against such invasions of individual security?”).
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In the context of both fair use and reading, Cohen has a consistent
answer to this question of translation. She argues that there is a right to
resist, or “hack,” trusted systems to the extent that they infringe on traditional
fair use. (Others have called this the “Cohen Theorem.”) As for reading, she
argues that copyright management schemes must protect a right to read
anonymously—that if they monitor, they must be constructed so that they
preserve anonymity. The strategy is the same: Cohen identifies a value yielded
by an old architecture but now threatened by a new architecture, and then
argues in favor of an affirmative right to protect the original value.

But here again we might view the question more ambiguously. I share
Cohen’s view, but the argument on the other side is not silly. If it’s permissible
to use technology to make copyrighted works available, why isn’t it
permissible to gather data about who uses what works? That data gathering
is not part of the copyright itself; it is a byproduct of the technology. And as
our tradition has never had this technical capacity before, it is hard to say a
choice was made about it in the past.

PERMISSION CULTURE VS. FREE

I've already described the limits copyright law places on itself. These
limits, as I argued, reflect important values. They express the balance that
copyright law aims to be.

But what is too often missed in this discussion of balance is any sense
of perspective. We focus on the gradual shifts in the law but miss the profound
sense in which the significance of the law has changed. This change is
produced by the unintended interaction between the architecture of digital
technologies and the architecture of the law.

Copyright law at its core regulates “copies.” In the analog world, there
were very few contexts in which one produced “copies.” As Jessica Litman
described more than a decade ago,

At the turn of the century, U.S. copyright law was technical,
inconsistent, and difficult to understand, but it didn’t apply to very
many people or very many things. If one were an author or publisher
of books, maps, charts, paintings, sculpture, photographs or sheet music,
a playwright or producer of plays, or a printer, the copyright law bore
on one’s business. Booksellers, piano-roll and phonograph record
publishers, motion picture producers, musicians, scholars, members of
Congress, and ordinary consumers could go about their business without
ever encountering a copyright problem.”

58. See Jessica Litman, The Exclusive Right to Read, 13 CARDOZO ARTS AND ENTERTAINMENT LAW JOURNAL
29 (1994).
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Thus there were many ways in which you could use creative work in
the analog world without producing a copy.

Digital technology, at its core, makes copies. Copies are to digital life
as breathing is to our physical life. There is no way to use any content in a
digital context without that use producing a copy. When you read a book
stored on your computer, you make a copy (at least in the RAM memory to
page through the book).When you do anything with digital content, you
technically produce a copy.

This technical fact about digital technologies, tied to the technical
architecture of the law, produces a profound shift in the scope or reach of
the law of copyright that too many simply miss: While in the analog world,
life was sans copyright law; in the digital world, life is subject to copyright
law. Every single act triggers the law of copyright. Every single use is either
subject to a license or illegal, unless deemed to be “fair use.” The emergence
of digital technologies has thus radically increased the domain of copyright
law—from regulating a tiny portion of human life, to regulating absolutely
every bit of life on a computer.

Now if all you think about is protecting the distribution of professionally
created culture, this might not concern you much. If you’re trying to stop
“piracy,” then a regime that says every use requires permission is a regime
that gives you a fairly broad range of tools for stamping out piracy.

But though you wouldn’t notice this listening to the debates surrounding
copyright law just now, in fact, protecting the distribution of professionally
created culture is not the only, or even, I suggest, the most important part of
culture. And indeed, from a historical perspective, top down, professionally
produced culture is but a tiny part of what makes any culture sing. The 20th
century may have been an exception to this rule, but no Congress voted to
make professional culture the only legal culture within our society.

Standing alongside professional culture is amateur culture—where
amateur doesn’t mean inferior or without talent, but instead culture created
by people who produce not for the money, but for the love of what they do.
From this perspective, there is amateur culture everywhere—from your dinner
table, where your father or sister tell jokes that take off from the latest political
scandal or the latest Daily Show; from your basement, where your brother
and his three best friends are causing permanent damage to their eardrums
as they try to become the next Rolling Stones; from your neighbors who
gather each Thursday and Sunday to sing in a church choir; from your
neighborhood schools, where kids and teachers create art or music in the
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course of learning about our culture; from the kids at your neighborhood
school, who tear their pants or wear their shirts in some odd way, all as a
way to express and make culture.

This amateur culture has always been with us, even if it is to us today,
as Dan Hunter and Greg Lastowska put it, “hidden.”® It is precisely how the
imagination of kids develops;® it is how culture has always developed. As
Siva Vaidhyanathan writes,

widespread democratic cultural production (peer-to-peer production,
one might say) . . . merely echoes how cultural texts have flowed
through and been revised by discursive communities everywhere for
centuries. Texts often undergo a process similar to a game of
“telephone,” through which a text is substantially— sometimes almost
unintentionally—distorted through many small revisions. . . . Such
radical textual revisions have occurred in other contexts and have helped
build political critiques, if not movements. For instance, historian
Lawrence Levine (1988) has documented how working-class players
and audiences in nineteenth-century America adapted and revised the
works of William Shakespeare to their local contexts, concerns and
ideologies. And historian Eric Lott (1993) has shown how Uncle
Tom’s Cabin was reworked by working-class white communities to
aid the cause of racial dominance instead of the Christian liberationist
message the book was intended to serve.’’

Importantly, too, this kind of cultural remix has historically been free
of regulation. No one would think that as you tell a joke around your dinner
table, or sing songs with your friends, or practice to become the next Rolling
Stones, you need a lawyer standing next to you, clearing the rights to “use”
the culture as you make your creative remix. The law of copyright, historically,
has been focused on commercial life. It has left the noncommercial, or beyond
commercial, creativity free of legal regulation.

59. See Dan Hunter and F. Gregory Lastowka, Amateur-to-Amateur, 46 WiLLiaM AND MARY Law Review
951, 1026-27 (December 2004).

60. J.D. Lasica, DARKNET: HOLLYWOOD’s WAR AGAINST THE DIGITAL GENERATION 18 (Wiley 2005). (“The
director of MIT’s Comparative Media Studies Program and author of nine books on popular
culture, [Henry] Jenkins says that from an early age, children reimagine what you can do with
characters and settings from movies and TV. They play video games that permit control over a
character within limited boundaries. Newer games allow an even broader range of interactivity
and behaviors. When they get online, they can share stories, and children as young as seven are
posting to fan fiction sites with simple but interesting stories about Harry Potter and Pokemon.”).

61. Siva Vaidhyanathan, Remote Control: The Rise of Electronic Cultural Policy, 597 ANNALS OF THE
AMERICAN ACADEMY OF POLITICAL AND SOCIAL SCEENCE 122, 126 (January 2005).
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All this has now changed, and digital technologies are responsible.
First, and most important, digital technologies have radically expanded the
scope of this amateur culture. Now the clever remix of some political event
or the latest song by your favorite band are not just something you can share
with your friends. Digital technologies have made it simple to capture and
share this creativity with the world. The single most important difference
between the Internet circa 1999 and the Internet circa today is the explosion
of user generated creativity—from blogs, to podcasts, to videocasts, to mash
ups; the Internet today is a space of extraordinary creativity.

Second, digital technologies have democratized creativity. Technology
has given a wide range of potential creators the capacity to become real.
“People are waking from their consumerist coma,” one commentator
describes.®? As D] Danger Mouse put it at the Web 2.0 conference in 2004,

Mashing is so easy. It takes years to learn how to play the guitar and
write your own songs. It takes a few weeks of practice with a turntable
to make people dance and smile. It takes a few hours to crank out
something good with some software. So with such a low barrier to
entry, everyone jumps in and starts immediately being creative.”

But third, and directly relevant to the story of this chapter, to the
extent this creativity finds its expression on the Net, it is now subject to the
regulation of copyright law. To the extent it uses others’ creativity, it needs
the permission of others. To the extent it builds upon the creativity of others,
it needs to be sure that that creativity can be built upon legally. A whole
system of regulation has now been grafted upon an economy of creativity
that until now has never known regulation. Amateur culture, or bottom up
culture, or the culture that lives outside of commercial transactions—all of
this is subject to regulation in a way that 30 years ago it was not.

- A recent example of this conflict makes the point very concisely. There’s
a genre of digital creativity called Anime Music Videos (AMVs). AMVs are
remixes of anime cartoons and music. Kids spend hundreds, sometimes
thousands of hours reediting the anime cartoons to match them perfectly to
music. The result is, in a word, extraordinary. It is among the most creative
uses of digital technology that I have seen.

62. J.D. Lasica, DARKNET: HoLLYWOOD’S WAR AGAINST THE DIGITAL GENERATION 78 (Wiley & Sons 2005),
quoting Ernest Miller.

63. From DJ Danger Mouse Web 2.0 Conference presentation “Music Is a Platform,” Oct. 6, 2004,
quoted in J.D. Lasica, DARKNET: HoLLYWoOD’s WAR AGAINST THE DiGiTaL GENERATION 211 (Wiley &
Sons 2005).
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While this genre of creativity is not small, it’s also not huge. Basically
one site dominates activity around AMVs. That site has more than 500,000
members, and some 30,000 creators upload AMV content to the site.

In November 2005, one prominent record label, Wind-Up Records,
informed this website that it wanted all Wind-Up Records artists removed
from the site. That was some 3,000 videos, representing at least 250,000
hours of volunteer work by creators across the world—work that would have
just one real effect: to promote the underlying artists’ work.

From the perspective of the law as it is, this is an easy case. What the
kids are doing is making a derivative work of the anime; they are distributing
full copies of the underlying music; and they are synchronizing the music to
video—all without the permission of the copyright owners.

But from the perspective of culture, this should be a very hard case.
The creativity demonstrated by this work is extraordinary. I can’t show you
that creativity in a book, but the notes point you to an example that you can
see.® It is noncommercial, amateur creative work—precisely the sort that
has never been subject to the regulation of the law, but which now, because
it is living in digital context, is monitored, and regulated, by the law.

Here again, I have strong feelings about what the right answer should
be. But we should recognize the latent ambiguity this conflict presents:

Because of the changes in digital technology, it is now possible for the
law to regulate every single use of creative work in a digital environment. As
life increasingly moves into a digital environment, this means that the law
will regulate more and more of the use of culture.

Is this consistent with our values?

The answer again could be found first by trying to translate framing
values into the current context. From that perspective, it would be
extraordinarily difficult to imagine that the framing vision would have
included the level of legal regulation that the current regime entails.

Again, that conclusion could be questioned by recognizing that the
possibility of such extensive regulation didn’t exist, and so the choice about
whether such extensive regulation should be allowed wasn’t made. That
choice, when made, should recognize that while there is extensive and new
regulation of amateur culture, that regulation creates new wealth for

64. See, for example, anime music videos, http:/www.animemusicvideos.org/home/home.php.
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professional culture. There’s a choice to be made about which form of culture
we should protect. That choice has not yet been made directly. It is one
more choice we have yet to make.

THE PROBLEMS THAT PERFECTION MAKES

These three examples reveal a common pattern—one that will reach
far beyond copyright. At one time we enjoyed a certain kind of liberty. But
that liberty was not directly chosen; it was a liberty resulting from the high
costs of control.®® That was the conclusion we drew about fair use—that when
the cost of control was high, the space for fair use was great. So too with
anonymous reading: We read anonymously in real space not so much because
laws protect that right as because the cost of tracking what we read is so
great. And it was the same with amateur culture: That flourished free of
regulation because regulation could not easily reach it.

When costs of control fall, however, liberty is threatened. That threat
requires a choice—do we allow the erosion of an earlier liberty, or do we
erect other limits to re-create that original liberty?

The law of intellectual property is the first example of this general
point. As the architecture of the Internet changes, it will allow for a greater
protection of intellectual property than real-space architectures allowed; this
greater protection will force a choice on us that we do not need to make in
real space. Should the architecture allow perfect control over intellectual
property, or should we build into the architecture an incompleteness that
guarantees a certain aspect of public use or a certain space for individual
freedom?

Ignoring these questions will not make them go away. Pretending that
the framers answered them is no solution either. In this context (and this is
just the first) we will need to make a judgment about which values the
architecture will protect.

CHOICES

I've argued that cyberspace will open up three important choices in
the context of intellectual property: whether to allow intellectual property
in effect to become completely propertized (for that is what a perfect code

65. Peter Huber relies explicitly on the high costs of control in his rebuttal to Orwell’s 1984; see PETER
Huser, ORWELL’S REVENGE: THE 1984 PALMPsEST (Maxwell Macmillan International 1994). But this is
a weak basis on which to build liberty, especially as the cost of networked control drops. FRANCES
Camrncross, THE DEATH OF DistaNcE: How THE COMMUNICATIONS REVOLUTION WILL CHANGE OUR LivEs
194-95 (Harvard Business School Press 1997) (effectively challenges the idea as well).
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regime for protecting intellectual property would do); and whether to allow
this regime to erase the anonymity latent in less efficient architectures of
control; and whether to allow the expansion of intellectual property to drive
out amateur culture. These choices were not made by our framers. They are
for us to make now. ‘

I have a view, in this context as in the following three, about how we
should exercise that choice. But I am a lawyer. Lawyers are taught to point
elsewhere—to the framers, to the United Nations charter, to an act of
Congress— when arguing about how things ought to be. Having said that
there is no such authority here, I feel as if I ought to be silent.

Cowardly, not silent, however, is how others might see it. They say
that I should say what I think. So in each of these three applications
(intellectual property, privacy, and free speech), I will offer my view about
how these choices should be made. But I do this under some duress and
encourage you to simply ignore what I believe. It will be short, and summary,
and easy to discard. It is the balance of the book—and, most importantly, the
claim that we have a choice to make—that I really want to stick.

ANONYMITY

Cohen, it seems to me, is plainly right about anonymity, and the Cohen
Theorem is inspirational. However efficient the alternative may be, we should
certainly architect cyberspaces to ensure anonymity—or more precisely,
pseudonymity — first. If the code is going to monitor what I do, then at least
it should not know that it is “I” that it is monitoring. I am less troubled if it
knows that “14AH342BD7” read such and such; I am deeply troubled if that
number is tied back to my name.

Cohen is right for a second reason as well: All of the good that comes
from monitoring could be achieved while protecting privacy. It may take a
bit more coding to build in routines for breaking traceability; it may take
more planning to ensure that privacy is protected. But if those rules are
embedded up front, the cost would not be terribly high. It is far cheaper to
architect privacy protections now rather than retrofit for them later.

THE COMMONS

By “the Commons” I mean a resource that anyone within a relevant
community can use without seeking the permission of anyone else. Such
permission may not be required because the resource is not subject to any
legal control (it is, in other words, in the public domain). Or it may not be
required because permission to use the resource has already been granted.
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In either case, to use or to build upon this resource requires nothing more
than access to the resource itself.*

In this sense, the questions about the scope and reach of copyright
law ask whether our future will protect the intellectual commons that it did
in the past. Again, it did so in the past because the friction of control was too
great. But now that that friction is gone, will we preserve or destroy the
commons that used to exist?

My view is that it ought to be preserved.

We can architect cyberspace to preserve a commons or not. (Jefferson
thought that nature had already done the architecting, but Jefferson wrote
before there was code.)We should choose to architect it with a commons.
Our past had a commons that could not be designed away; that commons
gave our culture great value. What value the commons of the future could
bring us is something we are just beginning to see. Intellectual property
scholars saw it—long before cyberspace came along—and laid the groundwork
for much of the argument we need to have now.” The greatest work in the
law of cyberspace has been written in the field of intellectual property. In a
wide range of contexts, these scholars have made a powerful case for the
substantive value of an intellectual commons.®

66. Lawrence LessiG, THE FUuTuRE OF IDEAS: THE FATE OF THE COMMONS IN A CONNECTED WORLD 19-23
(Random House 2001).

67. A founding work is David Lange, Recognizing the Public Domain, 44 Law AND CONTEMPORARY
ProBLEmMs 147 (1981). There are many important foundations, however, to this argument. See, for
example, BENJaMIN KaPLAN, AN UNHURRIED VIEW OF CoPYRIGHT (Columbia University Press 1967). In
Wendy J. Gordon, Fair Use as Market Failure: A Structural and Economic Analysis of the Betamax Case
and Its Predecessors, 82 CoLumsia Law ReviEw 1600 (1982), Gordon argues that the courts should
employ fair use to permit uncompensated transfers that the market is incapable of effectuating;
see also Wendy J. Gordon, On OQwning Information: Intellectual Property and Restitutionary Impulse, 78
VIRGINIA Law Review 149 (1992). In Wendy J. Gordon, Reality as Artifact: From Feist to Fair Use, 55
Law anp CoNTEMPORARY PROBLEMS 93, 96 (1992), Gordon observes that, while imaginative works are
creative, they may also comprise facts, which need to be widely available for public dissemination.
Wendy J. Gordon, Toward a Jurisprudence of Benefits: The Norms of Copyright and the Problem of
Private Censorship, 57 UNIVERSITY OF CHICAGO Law REVIEW 1009 (1990) is a discussion of the ability of
copyright holders to deny access to critics and others; see also Wendy J. Gordon, An Inquiry into
the Merits of Copyright: The Challenges of Consistency, Consent, and Encouragement Theory, 41 STANFORD
Law Review 1343 (1989).

68. In the first edition to this book, in addition to Boyle, I acknowledged broadly the work that had
informed my understanding, including Keith Aoki, Foreword to Innovation and the Information
Environment: Interrogating the Entrepreneur, 75 OREGON Law ReviEw 1 (1996); in Keith Aoki, (Intellectual)
Property and Sovereignty: Notes Toward a Cultural Geography of Authorship, 48 STANFORD Law REVIEW
(1996), Aoki discusses the challenges to the traditional concept of property that arise from the
growth of digital information technology; in Keith Aoki, Authors, Inventors, and Trademark Owners:
Private Intellectual Property and the Public Domain, 18 CoLUMBIA-VLA JOURNAL OF LAW AND THE ARTS 1
(1993), he observes the shifting boundaries in intellectual property law between “public” and
“private” realms of information and argues that trends to increase the number of exclusive rights



Indian J. Intell. Prop. L.

for authors are converting the public domain into private intellectual property and constraining
other types of socially valuable uses of expressive works that do not fit the “authorship” model
underlying American copyright traditions; he also argues that recent expansion of trademark law
has allowed trademark owners to obtain property rights in their trademarks that do not further the
Lanham Act’s goal of preventing consumer confusion. Yochai Benkler, Free as the Air to Common
Use: First Amendment Constraints on Enclosure of the Public Domain, 74 NEw YORK UNIVERSITY Law
Review 354 (1999); Yochai Benkler, Overcoming Agoraphobia: Building the Commons of the Digitally
Networked Environment, 11 HARVARD JOURNAL OF Law AND TECHNOLOGY 287 (1998); Julie E. Cohen,
Copyright and the Jurisprudence of Self-Help, 13 BERKELEY TECHNOLOGY Law JOURNAL 1089 (1998); Julie
E. Cohen, Lochner in Cyberspace: The New Economic Orthodoxy of ‘Rights Management, 97 MICHIGAN
Law REVIEW 462 (1998); Julie E. Cohen, Some Reflections on Copyright Management Systems and Laws
Designed to Protect Them, 12 BERKELEY TECHNOLOGY Law JOURNAL 161, 181-82 (1997); Julie E. Cohen,
Reverse-Engineering and the Rise of Electronic Vigilantism: Intellectual Property Implications of ‘Lock-
Out’ Programs, 68 SOUTHERN CALIFORNIA Law Review 1091 (1995). Niva Elkin-Koren, Contracts in
Cyberspace: Rights Without Laws, 73 CHICAGO-KENT Law ReviEw 1155 (1998); Niva Elkin-Koren,
Copyright Policy and the Limits of Freedom of Contract, 12 BERKELEY TECHNOLOGY Law JOURNAL 93, 107—
10 (1997) (criticizing the ProCD decision); Niva Elkin-Koren, Cyberlaw and Social Change: A
Democratic Approach to Copyright Law in Cyberspace, 14 CARDOZO ARTS AND ENTERTAINMENT Law
JournaL 215 (1996); in Niva Elkin-Koren, Copyright Law and Social Dialogue on the Information
Superhighway: The Case Against Copyright Liability of Bulletin Board Operators, 13 CARDOZO ARTS AND
ENTERTAINMENT LAw JOURNAL 345, 390-99 (1995), Elkin-Koren analyzes the problems created by
applying copyright law in a digitized environment. In Niva Elkin-Koren, Goodbye to All That—A
Reluctant (and Perhaps Premature) Adieu to a Constitutionally Grounded Discourse of Public Interest in
Copyright Law, 29 VANDERBILT JOURNAL OF TRANSNATIONAL Law 595 (1996), Peter A. Jaszi advocates the
development of new, policy grounded arguments and constitutionally based reasoning to battle
expansionist legislative and judicial tendencies in copyright to diminish public access to the
“intellectual commons”; see also Peter A. Jaszi, On the Author Effect: Contemporary Copyright and
Collective Creativity, 10 CARDOZO ARTS AND ENTERTAINMENT LAW JOURNAL 293, 319-20 (1992); Peter A.
Jaszi, Toward a Theory of Copyright: The Metamorphoses of ‘Authorship, 1991 DUKE Law JOURNAL 455
(1991). On the misuse of copyright, see Mark A. Lemley, Beyond Preemption: The Law and Policy of
Intellectual Property Licensing, 87 CALIFORNIA Law ReviEw 111 (1999); Mark A. Lemley, The Economics
of Improvement in Intellectual Property Law, 75 Texas Law Review 989, 1048-68 (1997); in Mark A.
Lemley, Intellectual Property and Shrink-wrap Licenses, 68 SOUTHERN CALIFORNIA Law ReviEw 1239,
1239 (1995), Lemley notes that “software vendors are attempting en masse to ‘opt out’ of intellectual
property law by drafting license provisions that compel their customers to adhere to more
restrictive provisions than copyright . . . law would require.” Jessica Litman, The Tales That Article
2B Tells, 13 BERKELEY TECHNOLOGY LAW JOURNAL 931, 938 (1998) characterizes as “dubious” the notion
that current law enables publishers to make a transaction into a license by so designating it. In her
view, article 2B is “confusing and confused” about copyright and its relationship with that law,
and would make new law. She believes that “whatever the outcome” of the debate over whether
copyright makes sense in the digital environment; see Jessica Litman, Reforming Information Law
in Copyright’s Image, 22 DayToN Law ReviEw 587, 590 (1997), “copyright doctrine is illadapted to
accommodate many of the important interests that inform our information policy. First
Amendment, privacy, and distributional issues that copyright has treated only glancingly are
central to any information policy.” See also Jessica Litman, Revising Copyright Law for the Information
Age, 75 OREGON Law ReviEw 19 (1996); and Jessica Litman, The Exclusive Right to Read, 13 CARDOZO
ARTS AND ENTERTAINMENT LAW JOURNAL 29, 48 (1994), in which Litman states that “much of the activity
on the net takes place on the mistaken assumption that any material on the Internet is free from
copyright unless expressly declared to be otherwise.” In Jessica Litman, Copyright as Myth, 53
UNIVERSITY OF PrrTsBuRGH Law REVIEW 235, 235-37 (1991), Litman provides a general overview of the
issues of authorship and infringement in copyright law, indicating that debate continues regarding
the definition of “authorship” (she defines “author” “in the copyright sense of anyone who creates
copyrightable works, whether they be books, songs, sculptures, buildings, computer programs,
paintings or films” [236, n.5]); she also discusses why copyright law is counterintuitive to the
authorship process. See also Jessica Litman, The Public Domain, 39 EMORY Law JOURNAL 965, 969 (1990),
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James Boyle puts the case most dramatically in his extraordinary book

Shamans, Software, and Spleens.® Drawing together both cyberspace and
non cyberspace questions, he spells out the challenge we face in an information
society—particularly the political challenge.”’ Elsewhere he identifies our
need for an “environmental movement” in information policy—a rhetoric
that gets people to see the broad range of values put at risk by this movement
to propertize all information. Boyle’s work has inspired many others to push
a similar agenda of freedom.”

69.

70.

71.

in which Litman recommends a broad definition of the public domain (“originality is a keystone
of copyright law” [974]). Neil Weinstock Netanel, Asserting Copyright’s Democratic Principles in the
Global Arena, 51 VANDERBILT Law REvIEW 217, 232 n.48, 299 n.322 (1998); Neil Netanel, Alienability
Restrictions and the Enhancement of Author Autonomy in United States and Continental Copyright Law, 12
CARDOZO ARTS AND ENTERTAINMENT LAW JOURNAL 1, 42-43 (1994); in Neil Weinstock Netanel, /C fopyright
and a Democratic Civil Society, 106 YALE Law JOURNAL 283, 288, 324-36 (1996), Netanel analyzes
copyright law and policy in terms of its democracy-enhancing function: “Copyright is in essence
a state measure that uses market institutions to enhance the democratic character of society.”
Margaret Jane Radin and Polk Wagner, The Myth of Private Ordering: Rediscovering Legal Realism in
Cyberspace, 73 Cricaco-KeNT Law REVIEW 1295 (1998); MARGARET JANE RADIN, REINTERPRETING PROPERTY
56-63 (University of Chicago Press 1993). Pamela Samuelson, Encoding the Law into Digital Libraries,
41 CoMMUNICATIONs OF THE ACM 13, 13-14 (1999); Pamela Samuelson, Intellectual Property and
Contract Law for the Information Age: Foreword to a Symposium, 87 CALIFORNIA Law ReviEw 1 (1998);
Pamela Samuelson observes in Embedding Technical Self-Help in Licensed Software, 40 COMMUNICATIONS
OF THE ACM 13, 16 (1997) that “licensors of software or other information . . . will generally invoke
self help”; see also the criticism of the European database directive in J. H. Reichman and Pamela
Samuelson, Intellectual Property Rights in Data?, 50 VANDERBILT Law REVIEW 51, 84-95 (1997); Pamela
Samuelson, The Copyright Grab, WIRED 134 (January 1996). Pamela Samuelson, Fair Use for Computer
Programs and Other Copyrightable Works in Digital Form: The Implications of Sony, Galoob and Sega, 1
JOURNAL OF INTELLECTUAL PROPERTY Law 49 (1993). There is much more that I have learned from in
the last seven years. But rather than replicating the listing style, I would point to Jessica Litman,
Dicrral. CoPYRIGHT: PROTECTING INTELLECTUAL PROPERTY ON THE INTERNET (Prometheus Books 2000);
SivA VAIDHYANATHAN, COPYRIGHTS AND COPYWRONGS: THE RISE OF INTELLECTUAL PROPERTY AND How IT
THREATENS CREATIVITY (New York University Press 2003); WiLLIAM FisHER, PRoMiSES TO KEEP: TECHNOLOGY,
Law, anp THE FUTURE OF ENTERTAINMENT (Stanford University Press 2004), and YocHAI BENKLER, THE
WEALTH OF NETWORKS: How SociaL PRODUCTION TRANSFORMS MARKETS AND FREEDOM (Yale University
Press 2006). -

BovYLE, SHAMANS, SOFTWARE, AND SPLEENS. For other compelling accounts of the general movement
to propertize information, see DEBORA J. HALBERT, INTELLECTUAL PROPERTY IN THE INFORMATION AGE:
THE Pourrics oF EXPANDING OWNERsHIP RIGHTS (Quorum 1999). SETH SHULMAN, OWNING THE FUTURE
(Houghton Mifflin, 1999) gives the story its appropriate drama. INTERNET PUBLISHING AND BEYOND: THE
Economics oF DIGITAL INFORMATION AND INTELLECTUAL PROPERTY (Brian Kahin and Hal R. Varian, eds.,
MIT Press 2000) (Internet publishing and intellectual property). A HANDBOOK OF INTELLECTUAL
PROPERTY MANAGEMENT: PROTECTING, DEVELOPING AND EXPLOITING YOUR IP Assets (Adam Jolly and
Jeremy Philpott eds., Kogan Page 2004) (intellectual property and intangible property).

“We favor a move away from the author vision in two directions; first towards recognition of a
limited number of new protections for cultural heritage, folkloric productions, and biological
‘know-how.” Second, and in general, we favor an increased recognition and protection of the
public domain by means of expansive ‘fair use protections,’ compulsory licensing, and narrower
initial coverage of property rights in the first place”; Boyle, SHAMANS, SOFTWARE, AND SPLEENS, 169.
James Boyle, 4 Politics of Intellectual Property: Environmentalism for the Net, 47 DUKE LAw JOURNAL 87
(1997).
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That freedom would limit the law’s regulation over the use and reuse
of culture. It would resist perfect control over use; it would free a wide range
of reuse. It would build through affirmative protections for freedom the
liberty that friction gave us before. It would do so because it believes in the
values this freedom stands for, and it would demonstrate the value in that
freedom by enabling the communities that freedom would itself enable.

But this freedom could be constructed either through changes in the
law or voluntarily. That is, the law could be rebalanced to encourage the
freedom thought important, or this property could be redeployed to effect
the freedom thought important.

The second strategy was the technique of the Free Software Movement,
described in Chapter 8. Using copyright law, Stallman deployed a software
license that both preserved the four freedoms of free software, and also
required that those modifying and distributing free software distribute the
modifications freely. This license thus effects a software commons, since the
software is available to all to use, and this software commons has become a
critical raw material fueling the digital age.

More recently, Stallman’s idea has been copied by others seeking to
rebuild a commons in cyberspace. The Wikipedia project, for example, has
built—to the astonishment of most—an extraordinary online encyclopedia solely
through the volunteer efforts of thousands, contributing essays and edits in a
public wiki. The product of that work is now protected perpetually (yes, I
know, only for a “limited time,” but don’t correct me about that little detail)
through a copyright license that, like the GPL, requires any modification to be
distributed freely as well.

And so too has Creative Commons used private law to build an effective
public commons. Again, following Stallman, Creative Commons offers
copyright holders a simple way to mark their creative work with the freedoms
they intend it to carry. That mark is a license which reserves to the author
some rights, while dedicating to the public rights that otherwise would have
been held privately. As these licenses are nonexclusive and public, they too
effectively build a commons of creative resources that anyone can build upon.

Though I have spent a great deal of my time helping to build the
Creative Commons, I still believe private action alone is not enough. Yet
there is value in learning something from what this private action produces,
as its lesson may help policy makers recraft copyright law in the future.
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RESURRECTING ROsCOE PouUND IN SECTION 3(D):
THE GLIVEC GOVERNANCE

Divya Subramaniam’
INTRODUCTION

American Sociological Jurisprudence as elucidated in Roscoe Pound’s
theory applies to nearly all ‘new modemn’ law today. The reason this paper
uses the term ‘new modemn’ is to emphasize that while a piece of legislation
may be new in its existence, the same may not be modern in its origin,
outlook or applicability. However, such a law may be implemented to meet
the long-demanded need of its time'. Pound used a complex method, with
a confluence of political and legal concepts incorporating pragmatism and
pluralism in a body of merged ideas, practice, and proposal. This paper
emphasizes the conflict that emerges out of such ideas that engulf the field of
practice. These conflicts, no doubt, are vital to the existence of ‘new modern’
laws, while being determinate in realizing the ‘balancing metaphor’ that
keeps the conflict of interests in check.

Perhaps, a perfect example of a ‘new modern’ law would be the Patents
Act, 1970, as amended by the various Patents Amendment Act(s).? The
Agreement on Trade Related Aspects of Intellectual Property Rights (TRIPS)
being a fallout of the evolution in International Trade law?, called for an
amendment in the Patents Act to bring in harmony and uniformity across
varied territorial intellectual property laws.

As a consequence of this, Section 3(d) of the Patents Act, 1970 also
underwent an amendment, with the substitution* of Section 3(d) under the
2005 Amendment Act.’ This revised Section became the bone of contention

*
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firms. Her areas of interest include intellectual property and technology law, environmental law
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1. Several socio-economic legislations such as the Domestic Violence Act (No. 43 of 2005); Indecent
Representation of Women (Prohibition) Act (No. 60 of 1986), the amendment in Hindu Marriage
Act (No. 25 of 1955) with respect to coparcenary system were all new in their implementation, but
the ideology/rationale behind them took birth much earlier.

2. Since 1970, the Patents Act, (No. 39 of 1970) has undergone amendment thrice in 1999 (w.e.f. Ist
January 1999), 2002 (w.e.f. 20th May 2003) and 2005 (w.ef. 1st January 2005).

3. International Trade Law primarily experienced evolution through the General Agreement on
Trade and Tariff (1947), GATT 1994 and the consequent formation of the World Trade Organisation.

4. Patents Act, Section 3(d) (1970).

5.  Patents (Amendment) Act, 2005.
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in Novartis AG & Another v. Union of India & Others.® (hereinafter referred to
as the Novartis Glivec case). The petitioners challenged the constitutionality
of the Section and ‘therapeutic effficacy’ as a standard to determine the ‘enhanced
efficacy’ requirement. The paper at hand, examines the presence of the
conflict of interests in this controversial section, while attempting to view the
correctness of the balancing metaphor as propounded by the Madras High
Court.

POUND PREVAILING IN THE INDIAN PATENT LAW

“Sociological jurisprudence theory according to Pound should ensure
that the making, interpretation and applications of law take account of social
facts”®. Propounding the task of a lawyer to be akin to engineering, Pound
aimed at building a structure of society, wherein it required “the satisfaction
of maximum of wants with minimum of friction and waste™. Pound seemed
to render a programme towards achieving the end of this jurisprudence which
consisted of eight points.

To fulfill his agenda of Social Engineering, Pound classified the
interests protected by law, into three primary categories (and consequent
sub-categories therein), namely: Individual, Public and Social interests.
Individual interests are claims or demands or desires involved in and looked
at from the standpoint of the individual life." These include Personality,
Domestic Relations and Interest of Substance. Public interests'? on the other
hand are asserted by individuals involved in or looked at from the standpoint
of political life, while Social Interests'® are looked at in terms of social life
and generalized claim of a social group.”*

Pound’s theory also renders five Jural Postulates, in his article, 4 Survey
of Social Interests”. The Postulates as modeled by Pound may be enlisted as:

Jural Postulate I - In civilized society men must be able to assume
that others will commit no intentional aggressions upon them.

6. Novartis AG & Anr. v Union of India & Others, (2007) 4 MLJ 1153.

7.  Pronounced on 6th August 2007.

8.  RW.M. Dias, JurisPRUDENCE 430 (Aditya Books Pvt. Ltd 1994).

9. Roscoe POUND, INTERPRETATIONS OF LEGAL HisTory 156 (Harvard University Press 1946).
10. R.W.M. Duas, JurisprUDENCE 430 (Aditya Books Pvt. Ltd 1994).

11. Ibid, at 431.

12. Id.

13. Id.

14. RW.M. Dias, JurisPRUDENCE 430435 (Aditya Books Pvt. Ltd 1994).

15. Roscoe Pound, A Survey of Social Interests, 39 HARVARD Law ReVIEW 57 (1943).
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Jural Postulate II- In civilized society men must be able to assume
that they may control for the beneficial purposes what they have discovered
and appropriated to their own use, what they have acquired under the existing
social and economic order.

Jural Postulate III- In civilized society men must be able to assume
that those with whom they deal in the general intercourse of society will act
in good faith.

Jural Postulate IV-In civilized society men must be able to assume
that those who engage in some course of conduct will act with due care not
to cast an unreasonable risk of injury upon others.

Jural Postulate V- In civilized society men must be able to assume
that others, who maintain things or employ agencies, harmless in the sphere
of their use but harmful in their normal action elsewhere, will restrain them
or keep them within their proper bounds.'

Looking at the scheme and jurisprudence backing Patent law as it
stands today, it is evident that the various Jural Postulates are quite satisfied
by its scheme. The first postulate may be satisfied by the freedom in India to
work and develop inventions, and exercise claim over them, while the second
is satisfied by the fact that a patent may be acquired” and rights® accruing
thereof may be asserted. The third and fourth postulate are governed by the
provisions to take action in the form of opposition proceedings to the grant
of a patent'®, revocation of a valid patent®, infringement” and the like,
while the fifth Postulate is fulfilled by provisions such as those affording the
grant of compulsory licenses” whereby conditions such as permission from
the patentee for inventions which are not being worked are expected to be
satisfied by the third party (others) desirous to make use of the patent in their
field of operation.

Thus, it is quite evident from the scheme of the Act that the Patent
Act is indeed a piece of Social Engineering. While there are rights conferred
upon patentees, there are also considerations that are made by the Patent
Office in granting those rights and consequently accruing an interest in them.
Alongside, the fact that third parties at various points in time acquire the

16. Ibid.

17. The Patents Act, Chapter III (1970).
18. The Patents Act, Section 48 (1970).

19. The Patents Act, Chapter V (1970).

20. The Patents Act, Chapter XII (1970).
21. The Patents Act, Chapter XVIII (1970).
22. The Patents Act, Chapter XVI (1970).
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right to oppose the application for a patent or file a suit for infringement
takes care of their individual interests which, very often, are a manifestation
of an interest favouring the larger society. Provisions such as those of
Compulsory Licensing evidently depict a conflict between social and
individual interests. On the other hand, an invention relating to Atomic
energy not being patentable subject matter® is a depiction of a conflict
between social, and public interest (interest in preservation of peace and
order and maintaining general security) and individual interests.

SECTION 3(D) AS A CONFLICT OF INTERESTS

The paper in particular analyzes the latest ruling on Section 3(d).
Section 3 deals with non-patentable subject matter and dedicates this particular
sub-section to the patentability of derivatives and modified versions of
products, processes or apparatus.

Examining the conflict of interests in Section 3(d), there exists a tug of
war between individual, public and social rights. Where the question of
derivative forms of chemical compounds exists, an element of similarity in
properties between the derived (or modified composition) and the original
composition cannot be negated. In this event, while individual interests in
terms of investment in research & development, skill, labour and appending
questions come under the spotlight, it is indeed necessary to determine the
prevailing conflicts between other social and pubhc interests and find the
yardstick to balance the two.

Section 3(d) in terms of patentability of the derivative negates any
rights to an applicant, unless and until enhanced efficacy is depicted to be
existent. The public interest in doing so is the interest of the state as the
guardian of social interests, which arises out of the need to conserve social
interests while preserving the freedom to manufacture, trade and deal with a
substance. In other words, the public interest exercised by the Patent Office,
which is the State representative here, with the powers of a quasijudicial
body, protects social interests by not letting an individual rob the freedom
of others in the society to use the subject-matter under contention, by granting
monopoly to an individual over the same.

Inferring the intent, the section primarily seems to be aiming at
preventing ever-greening amongst pharmaceutical products, assuming a high
degree of physical, chemical, reactive and consequently functional similarity
between various isomers and derivative forms. Further, the demand is to

23. The Patents Act, Section 4 (1970).
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demonstrate to the Patent Office enhanced efficacy and hence claim one’s
ground to secure a patent. This factor, no doubt brings into purview the
non-patentability of an incremental innovation. As a result, ‘by making
derivates with enhanced efficacy patentable, section 3(d) encourages the
sequential development of existing products or technologies to help bring
in improved products that address unmet public health needs™. Inspecting
a schematic flow of S. 3(d), its minutiae are revealed. For a simplistic
understanding:

Any Associated Substance or
Process or Machine

Derivative Mere Use or Property New result for known
process/machine/apparatus
Ye
es No |

Significant Difference ¢ ¢
in Properties New Reactant New Product

Enhance-

ment in ST v No No

Efficacy? i Non-Patentable

Yes Yes

Patentable ;
Subject Matter

As represented by the schematic diagram, all the aspects appending
and deciding non-patentability of the subject matter as under S. 3(d), may be
arrived at in terms of an affirmative or a denial except for the aspect on
enhanced efficacy for the new form of a known substance, parameters to
determine which are absent in the scheme of the Act.

24. Shamnad Basheer and Prashant Reddy, The “Efficacy” of Indian Patent Law: Ironing out the Creases
in Section 3(d), 5 ScripTED 232 (2008) httpf://www.law.ed.ac.uk/ahrc/script-edfvol5-2/basheer.asp.
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Roscoe Pound’s greatest criticism lies in the lack of guidelines enabling
the determination of the balancing metaphor to any conflict of interests.
This criticism extends itself to Section 3(d) as well. The Novartis Glivec?
decision pronounced by the Madras High Court, deliberating upon the
constitutionality of the section, pronounced “therapeutic efficacy” as the
balancing metaphor.

GLIVEC GOVERNING THE GROUND?

The Glivec case needs little reiteration. While the patent dispute
revolved around the patentability of the beta crystalline form of imatinib
mesylate, Novartis claimed to have obtained around 35 patents on this
polymorph across various countries” . Owing to the unavailability of a scheme
rendering patents to drugs”, (i.e. product patents) Novartis claimed this
derivative vide a “mailbox” application”. In the meanwhile, an Exclusive
Marketing Right (EMR) had been granted in November 2003, pending grant
of a product patent.

Consequently, Novartis sued generic drug makers such as Ranbaxy
and CIPLA before the High Courts of Madras and Bombay challenging the
grant of the EMR. The Madras High Court upheld the EMR and restrained
Ranbaxy and Cipla on account of the fact that Novartis ran a free patient
access programme titled “GIPAP” (Glivec International Patients Assistance
Program) and undertook to make this programme even more user friendly
to patients that could not afford the drug.” The Court held that such a step
was sufficient to take care of any “public interest” ground that might have
militated against the grant of an injunction. The Bombay High Court’s
decision is starkly opposite to that of the Madras High Court, opining that
the validity of the recently issued EMR had been seriously challenged by
the defendants. Besides, the fact that the drug was more expensive and was
being imported by the plaintiff (triggering fears about sustained supplies of
such a critical life-saving drug in India) influenced the court to deny the
grant of an injunction.*

25. Novartis AG & Anr. v. Union of India & Others, (2007) 4 MLJ 1153.

26. Id. at Para 9.

27. Unamended Patents Act, Section 5 (1970).

28. Agreement on the Trade — Related Aspects of Intellectual Property Rights art. 65, 70.9, Apr. 14,
1994, 33 LLM 1125.

29. See Novartis AG v. Adarsh Pharma & Anr., 2004 (29) PTC 108 (Mad). See Intas Laboratories Pvt.
Ltd. v. Novartis A.G. 2005 (1) CTC 27.

30. Novartis AG v. Mehar Pharma & Anr., 2005 (30) PTC 160 (Bom).
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Pursuant to the 2005 amendment to the Patents Act, the scheme for
product patents in the pharmaceutical sector, was introduced and the mailbox
application by Novartis, as mentioned earlier, was opened and examined.
The patent consequently faced opposition® from several generic drug
companies and an NGO, the Cancer Patients Aid Association (CPAA)) on
several grounds including:

i) lack of novelty/anticipation;
ii)  lack of significantly enhanced “efficacy” under section 3(d);
iili)y  obviousness, and;

iv)  wrongful priority.

In consonance with the above grounds, the Assistant Controller of
Patents rejected the patent application.® The grant of the EMR stood lapsed
with the rejection of the patent application.®® Aggrieved by this rejection,
Novartis AG, along with its Indian subsidiary, Novartis India, instituted two
writ petitions in the Madras High Court, challenging the Assistant Controller’s
order, as also seeking a declaration that Section 3(d) was unconstitutional®
and in violation of India’s obligations under TRIPS. Pursuant to a
government notification®, the High Court transferred the first petition to
the Intellectual Property Appellate Board (IPAB) and a tribunal was
established thereunder to deal with appeals from the various intellectual
property offices across the country. A dispute regarding the appointment of
a technical member®* also sprung up; the same having been resolved” by
the Apex Court’s interference®, the IPAB at the time of writing this paper is
hearing the appeal.

31. Novartis AG and Anr. v. Union of India and Ors., WP No. 24759 of 2006, High Court of
Judicature at Madras.

32. Novartis AG v. Natco Pharma and Others, Indian Patent Office, Application No.1602/MAS/1998.

33. The Patents Act, Section 24B (1) (1970) (as amended by the 1999 amendments). (Repealed by the
2005 Amendment Act).

34. Novartis AG and Anr v. Union of India and Ors., WP No. 24759 of 2006.

35. Notification No.12/152006IPRII, (Apr. 02, 2007), issued by the Ministry of Commerce & Indus-
try, http://ipindia.nic.in/ipr/patent/gazetteofindia_apr2007.pdf.

36. Divya Subramanian, Appointment Of New Technical Member To Hear Glivec Appeal, http://
www.mondagq.comyarticle.asp ?articleid=68036.

37. Natco Pharma Ltd. v. Union of India and Ors., [Civil Appeal No.s 60046018 of 2008].

38. Divya Subramanian, Appointment Of New Technical Member To Hear Glivec Appeal, http://
www.mondaq.com/article.asp?articleid=68036.
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Challenging the constitutionality of Section 3(d), three issues® were
framed. The compliance of the Section with the provisions of TRIPS was
deliberated upon and affirmed. However the moot point on the validity of
the amended section on the touchstone of Article 14 of the Constitution of
India was deliberated and the Hon’ble Court rendered:

As we understand the amended section, it only declares that the very
discovery of a new form of a known substance which does not result in
the enhancement of the known efficacy of that substance, will not be
treated as an invention. The position therefore is, if the discovery of a
new form of a known substance must be treated as an invention, then
the Patent applicant should show that the substance so discovered has
a better therapeutic effect. Darland’s Medical Dictionary defines the
expression “efficacy” in the field of Pharmacology as “the ability of
a drug to produce the desired therapeutic effect” and “efficacy” is
independent of potency of the drug. Dictionary meaning of
“Therapeutic”, is healing of disease - having a good effect on the
body.” Going by the meaning for the word “effficacy” and “therapeutic”
extracted above, what the patent applicant is expected to show is, how
effective the new discovery made would be in healing a disease / having
a good effect on the body? In other words, the patent applicant is
definitely aware as to what is the “therapeutic effect” of the drug for
which he had already got a patent and what is the difference between
the therapeutic effect of the patented drug and the drug in respect of
which patent is asked for. Therefore it is a simple exercise of, though
preceded by research, - we state - for any Patent applicant to place on
record what is the therapeutic effect / efficacy of a known substance
and what is the enhancement in that known efficacy. The amended
section not only covers the field of pharmacology but also the other
fields. As we could see from the amended section, it is made applicable
to even machine, apparatus or known process with a rider that mere
use of a known process is not an invention unless such a known process
results in a new product or employs at least one new reactant. Therefore
the amended Section is a comprehensive provision covering all fields
of technology, including the field of pharmacology. In our opinion,
the explanation would come in aid only to understand what is meant
by the expression “resulting in the enhancement of a known efficacy”

39. Novartis AG and Anr. v. Union of India and Ors., WP No. 24759 of 2006, Para 5.
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in the amended section and therefore we have no doubt at all that the
Explanation would operate only when discovery is made in the
pharmacology field.*

DOES THE GLIVEC CASE FINALLY DETERMINE THE
YARDSTICK?

In the absence of a challenge before the Apex Court, the judgment
appears to have finally laid the standard for determining efficacy. However,
the viability of this standard as a balancing metaphor is indeed questionable
for a variety of reasons.

While the patentability of pharmaceutical products are vital to
safeguarding public and social interests, is it sufficient to negate the existence
of an individual interest, merely because the yardstick adopted to measure
the strength of the interest, moves away from a pre-determinate standard?
Although amongst jural circles the lack of such a standard is perhaps the
greatest criticism appended to Pound’s theory, it may be visualised as the
greatest strength of the patent regime. While Novelty, Utility and Non-
obviousness set a standard high enough to determine the patentability of an
invention, it seems that the test of enhanced efficacy is more in the nature of
determining if the result of the efficacy was premeditated or not. If the same
is true, then the grounds of anticipation squarely hit the patentability criterion;
in the absence of it, due regard to the nature of enhancement must be given.

Several examples may be quoted to elucidate other plausible yardsticks.
However, looking at the case-study at hand, it seems indeed far from equity
to render such a narrow interpretation to a term, that too basing the
interpretation on a meaning rendered in a medical dictionary. Pound, in his
theory of Social Engineering, aimed at reducing friction between conflicting
interests, which would be possible only if the impact of the interests be
considered on a case-to-case basis. Pharmaceuticals and its application to
biology have varied determinate parameters and effects to themselves. In
this light, the use of a definite, inflexible parameter may prove detrimental
to the prevailing Patent system.

Like the PHOSITA test, the balancing metaphor too should be
determined on a case to case basis, depending on certain quantitative and
qualitative evidence. While drug trial results, conducted at Stage III/IV could
be one of the primary considerations, an absence of effect on a minor segment

40. Novartis AG and Anr. v. Union of India and Ors., WP No. 24759 of 2006, High Court of
Judicature at Madras, at Para 13.
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of those undergoing trials must be negated. This minority consideration,
should also depend upon the spread of the disease in society, its rarity, its
gravity as well as its bearing on the quality of life.

To put it differently, the view of protecting “social interests” should
be looked at from a truly social standpoint. Factors such as effect on pricing,
dosage, bio-availability, frequency of medication, mode of inducement and
akin must be considered. In other words, efficacy should not be looked at
from merely a “therapeutic” standpoint, but from one that enables
improvement of the quality of life of a patient.

In my opinion, the greatest strength of Pound’s theory is that the
absence of a pre-determined yardstick affords to provide flexibility and helps
propagate social engineering. The uniqueness of society in terms of culture,
economics, genetics, anthropology and other such factors perhaps drove
Pound towards rendering the concept of a yardstick. While we seem to have
extrapolated his postulates and conflict of interests in an extremely sound
manner to our Patent system, we seem to have ignored the flexibility needed
to be inscribed into some of the provisions appended to it. The Glivec decision,
being one of the first in the offing shall set the trend, unless an emphatic
measure is taken to displace the rigidity that the decision seems to have
brought, even at the stage of assessing a Patent Application.

DRAWING THE CURTAIN

The pronouncement of therapeutic efficacy as the touchstone of the
validity of the provision in the ruling of the Glivec case must be looked
beyond to accommodate other factors governing the areas, pertinently
pharmacology and pharmacy. The Section undoubtedly being compliant
with TRIPS is a measure to prevent “evergreening” and associated threats.
However, the blind application of the judgment to all cases before the
authorities may dwindle the jurisprudence behind having a progressive piece
of legislation in place. The lack of a revolution imbibing factors beyond
therapeutic efficacy may see the Patent system in India, crushed under the
wisdom of “therapeutic efficacy”, leaving almost no cure for the regime to
recuperate from the social and economic damage that may accrue to drug
manufacturers and patients alike.
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ViacoMm v. YouTuBE:
A DispUTE OVER THE FUTURE OF DiGcrrarL. MEDIA

Arun Mohan*
I INTRODUCTION

Viacom International Inc., et al. v. YouTube Inc., et al' is slated to be a
seminal legal dispute in defining the contours of service provider liability
for copyright infringement by its users. Apart from a huge claim of US $ 1
billion in damages, the case is to determine Google-owned YouTube’s
liability for hosting protected video content that belongs to Viacom. However,
it is important to note that the dispute goes much beyond the question of
intermediary/service provider liability; the outcome in Viacom could chart
the future course for the digital media industry. The transition from packaged
media to customized viewing has been steady, and most subscribers of digital
content have migrated to the shores of video-sharing platforms like YouTube.
Consequently, these networks offer unmatched financial opportunities for
the service provider and its parent company. At the same time, the massive
user base and logistical problems in supervision make them ‘litigation-laden
landmines™. Therefore, Viacom comes at a critical juncture when the digital
media industry is up in arms against the gradual corrosion of their clientele.

This case comment attempts to analyse the legal intricacies involved
in the dispute, specifically those concerning the safe harbour provisions
enshrined in the Digital Millennium Copyright Act, 1998. Upon inspection
of the several key areas in Viacom, the comment seeks to superimpose the
probable legal outcome against the business and financial repercussions that
may be had on the future of digital media.

II. CASE PARTICULARS: FACTS AND VIACOM COUNTS

Facts

On March 13, 2007, Viacom, the entertainment conglomerate that
owns MTV and Nickelodeon, announced that it had instituted legal
proceedings against Google and YouTube in the Southern District Court of
New York. Alleging that over 160,000 unauthorized clips were placed on
public display, and eventually viewed over 1.5 billion times, Viacom blamed

*  Student, IV Year, NALSAR University of Law, Hyderabad, India.

1. Case Number - 1:2007¢v02103 (sub judice).

2. Andrew Ross Sorkin and Jeff Leeds, Music Companies Grab a Share of the YouTube Sale, New YORK
Times, Dec. 02, 2008, hitp://www.nytimes.com/2006/10/19/technology/19net.html.
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YouTube for massive and brazen copyright infringement®. In addition to
seeking a mammoth US$ 1 billion in damages, the plaint also sought an
injunction to prevent further infringement of copyright.* Filed before Judge
Louis L. Stanton under federal jurisdiction, the suit levels serious allegations
against the business model and operation of YouTube, a hugely popular
Video Service Provider (VSP).

Viacom maintains that legal recourse was necessary as YouTube
continued to avoid taking any pro-active steps to curtail infringement. Arguing
that the VSP’s operation was based expressly on “building traffic and selling
advertising”® off unlicensed content, the media giant claimed that the entire
business model was in conflict with extant copyright laws. For its part, Google,
which bought YouTube for US$ 1.65bn in 2006, has maintained that it was
confident of having respected the legal rights of copyright holders.
Emphasizing on the diverse opportunities offered by YouTube, Google also
issued a media release, promising not to be hindered by these allegations in
its consistent performance and development of the service.®

Both entities admitted to unsuccessful negotiations in the months that
preceded the filing of complaint; more remarkable was Google CEO Eric
Schmidt’s statement on the lack of consensus. He said, “It’s a business negotiation.
We’ve been negotiating with them, and I'm sure at some point we’ll negotiate
with them some more.” While leaving room to speculate further on the real
nature of this suit, it suffices to say that Google has no intention to discontinue
YouTube’s services or to comply with Viacom’s expensive request. On the
other hand, it is apparent that Viacom is distressed by the sudden emergence of
a utility that has swept its clientele away in less than a year.

Proceedings have commenced in the Southern District Court and the
case is currently in its discovery stage, where parties are required to adduce
all relevant content. Discovery was due by December, 2008, and the full
trial is slated to commence by late 2009.2 During this phase, Viacom filed a
series of requests before the Court to prompt Google’s submission of various

3. Viacom Inc,, et al v. YouTube Inc, et al, Complain; for Declaratory and Injunctive Relief and

Damages , 1 2.

4. Ibid, 1 10.

5. Id,137. :

6.  Viacom will sue YouTube for $7bn, BBC NEws, Mar. 13, 2007, http://news.bbc.co.uk/2/hi/business/
6446193.stm.

7.  Fred Vogelstein, As Google Challenges Viacom and Microsoft, Its CEO Feels Lucky, WIRED, Sept. 04,
2007, bttp://www.wired.com/techbiz/people/news/2007/04/mag_schmidt_qa.

8. Mark Sweney, Google and Viacom Reach Deal over YouTube User Data, Guaroian UK, Jul. 15, 2008,
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critical documents. The requests offer invaluable insight into the true demands
raised by Viacom; apart from its search and source codes for Video ID
program, Viacom also wanted YouTube’s advertising and video content
schemas. While the Judge denied requests for these trade secrets of enormous
commercial value’, the very nature of the requests indicate that there exists
a wrangle that goes beyond a formal legal dispute. In contrast, requests to
produce the removed videos and video-related information in logging
databases were ruled in favour of Viacom and Google now has to adduce 12
TB of pertinent user data.”

Counts raised by Viacom

The plaint institutes six counts of copyright abuse against Google and
YouTube, comprising accusations of both direct and indirect infringement.
The veracity and possible outcome of these allegations will be examined in
the ensuing Part; nonetheless, no substantial analysis can take place unless
key areas of conflict are identified.

Viacom maintains that YouTube is responsible for directly infringing
copyrighted content by; (7) publicly performing videos on its site and other
related websites;"! (2) showing individual images of infringing video clips in
response to searches for these videos;? and (3) making and otherwise
authorizing copies of copyrighted videos into its database."

The media monolith also claims that the actions of YouTube’s users
lead the VSP to breach of copyright. Apart from stating that YouTube has
induced many users to upload and publicly display unauthorized clips,'
Viacom also points out that the former has materially contributed to such
infringing activity through its acquiescence.” Further, the plaint states that
YouTube had express knowledge of the activities and has, more importantly,
derived considerable financial benefit from the entire process."®

In response to the several counts raised by Viacom in its plaint, Google
and YouTube have asserted that they are well-within legal realms to carry

9. Viacom International, Inc. et al v. Youtube, Inc. et al: Case Documents, Justia NEws, http://
news.justia.com/cases/featured/new-york/nysdce/1:2007cv02103/302164/#20081212.

10. Cade Metz, Judge grants Viacom 12 TB of YouTube user records, THE REGISTER, Jul. 03, 2008, http://
www.theregister.co.uk/2008/07/03/google_to_turn_over_youtube_database/. Subsequent to
popular outcry, however, Viacom agreed to receive this data after private information had been
masked. Issues concerning privacy have not been dealt with analytically in this comment.

11. Viacom Inc., et al v. YouTube Inc., et al, Complaint for Declaratory and Injunctive Relief and
Damages , 99 47 - 51.

12. Ibid, 99 52 - 57.

13. 1d, 91 58 - 63.

14. I, 964 -71.

15. 1Id, 91 72 - 80.

16. Id, 91 81 - 89.
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on its VSP functions. Google’s in-house counsel and representative attorneys
maintain that it is difficult to place direct responsibility on YouTube. At the
same time, they also feel that YouTube is protected by the ‘safe harbour’
provisions of the Digital Millennium Copyright Act, 1998, which exempt
the service provider from indirect infringement.'® ‘

The next part of this case comment seeks to elaborate the legal
affirmation and/or feasibility of Viacom’s counts. Speculations relating to
both direct and indirect infringement have been analysed; the latter in greater
detail, however, as it concerns the immediate question of repercussions
stemming from user-generated content. Such empbhasis is perhaps justified,
since the future of customized digital entertainment that relies on a heavy
user base is really what this case is all about.

OI. COPYRIGHT ISSUES ARISING FROM USER-GENERA-
TED CONTENT (UGC)

YouTube is a video sharing platform which facilitates quick and easy
uploading of videos, additionally allowing site visitors to comment on some
of them" and was bought by Google in 2006 in a billion dollar deal due to
its popularity.

The intention behind such acquisition was clear - to combine
YouTube’s diverse visitor base and Google’s own expertise in online
advertising technology, resulting in a forum that would eventually become
the focal point of online video distribution.?’ A general wave of discontent
against “packaged media”?' and the Internet’s exponentially surging
popularity helped; YouTube users were now able to create, post and view
videos customized to their preferences, style and even office schedules.

User-Generated Content (UGC) offers a number of opportunities to
both VSPs and its clientele. However, it also raises a number of worrisome
issues concerning intellectual property rights, privacy concerns and
defamatory content. Copyright holders scarcely target individual users who
upload unauthorized media clips; the difficulty in finding the exact person

17. 17 USC §§ 512(c)-(d), (i}().

18. Viacom Inc., et al v. YouTube Inc., et al, Defendants’ Answer to First Amended Complaint and
Demand for Jury Trial,  92.

19. Scott Woolley, Raw and Random, Forses, Mar. 13, 2006, http://www.forbes.com/fforbes/2006/0313/
046.html.
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articles.latimes.com/2006/oct/17/entertainment/et-goldstein17.

21. Stephen Jones, Packaged Media, RIP, http://www.nextfiftyyears.com/2006/08/
packaged_media_rip_1.html.
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