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Chapter 9

Federal Role in the Administration
of Intellectual Property Rights

FINDINGS

Assuming that the granting of exclusive
property rights to individuals would automat-
ically lead to the creation and public dissemi-
nation of information, the Nation’s first leg-
islators ascribed to government a relatively
inactive role in the intellectual property sys-
tem. Accordingly, the Federal role and cor-
responding institutions have evolved to perform
minimal regulatory functions. The system was
designed to be self-enforcing; the government
institutions granted rights, registered works,
and the individual creators and users were re-
sponsible for protecting their rights and en-
forcing them through the courts.

Today, however, the emergence of new in-
formation and communication technologies is
placing new demands on governmental insti-
tutions responsible for the administration of
intellectual property rights. The question
arises, therefore, of whether existing Federal
institutional arrangements for the administer-
ing intellectual property rights, as initially

designed, can adequately cope with new tech-
nological developments and the new responsi-
bilities that may be placed on them.

To manage these stresses, Congress has sev-
eral options that it could pursue. These options
range from leaving the agencies as they exist
to completely restructuring them. Before con-
sidering institutional arrangements for the
administration of rights, however, Congress
must first make overall decisions about the in-
tellectual property system itself. Congress
must determine which goals it wishes to pro-
mote, which laws and practices to establish,
and how to balance competing interests in light
of the effects of new technological develop-
ments. It must also determine whether the role
of government in the intellectual property sys-
tem should be regulatory or nonregulatory.
Only after such decisions are made, can Con-
gress begin to construct institutional arrange-
ments for the administration of intellectual
property rights.

INTRODUCTION

The granting of intellectual property rights
can be viewed as a public policy tool designed
to achieve policy goals. Historically, govern-
ments have granted intellectual property
rights to meet different policy goals. Such
goals, for example, have included economic de-
velopment or industrial policy, regulation of
trade, censorship, promotion of public learn-
ing, and the development of a national culture.
The particular role governments play in intel-
lectual property systems depends to some ex-
tent on the goals the policy is designed to
foster.

Early in the evolution of the United States,
the Founding Fathers clearly viewed intellec-

tual property policy as a means to promote the
progress of science and the useful arts, and to
disseminate such knowledge to the public,
They believed, moreover, that public dissemi-
nation of information would help to meet the
other overriding societal needs of the time—
to develop an industrial base, create a national
literature, and maintain the level of knowledge
among citizens required to sustain a demo-
cratic polity.

Assuming that the granting of exclusive
property rights to individuals would automat-
ically lead to the creation and public dissemi-
nation of information, the Nation’s first leg-
islators ascribed to government a relatively
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inactive role in the intellectual property sys-
tem. This role corresponded to their preference
for a free market approach, and alleviated their
fears of overly centralized government. Ac-
cordingly, the Federal role and corresponding
institutions have evolved to perform minimal
regulatory functions. The system was designed
to be self-enforcing; the government institu-
tions granted rights, registered works, and the
individual creators and users were responsi-
ble for protecting their rights and enforcing
them through the courts.

Today, however, the emergence of new in-
formation and communication technologies is
placing new demands on governmental insti-
tutions responsible for the administration of
intellectual property rights. In reaction to the
development of new technologies, for example,
policymakers have passed legislation that calls
for government to take on new or increased
responsibilities. This raises the question, there
fore, of whether existing Federal institutional

arrangements for administering intellectual
property rights, as initially designed, can ade-
quately cope with new technological develop-
ments and the new responsibilities that may
be placed on them.

To examine the current Federal role in the
intellectual property system and how it may
change in response to new technology, this
chapter will:

1.

2.

3.

4.

describe the development of the goals and
rationale for the Federal role in the intel-
lectual property system and under what
conditions it worked effectively;
characterize the current Federal institu-
tional arrangements for dealing with in-
tellectual property issues;
describe how technological developments
may be stressing such arrangements; and
explore the implications for future institu-
tional arrangements.

DEVELOPMENT OF U.S. INTELLECTUAL PROPERTY POLICY

Goals for Granting Intellectual
Property Rights

In the United States a unique set of social,
political, economic, and technological factors
gave rise to a specific set of policy goals that
intellectual property rights were designed to
achieve. These factors, moreover, shaped the
design of the Federal role in the administra-
tion of intellectual property rights. ’

During the early history of the United
States, the Founding Fathers adhered to the
belief in the right of the individual to own prop-
erty and pursue his intellectual interests.2 The

‘See ch. 2 for a discussion of how different historical circum-
stances influenced governments’ use of intellectual property
rights to achieve varying economic, political, and social goals,

‘John Locke, for example, was one of the most influential
philosophers on the Framers of the U.S. Constitution. Locke
stated, for example, that “Every man has a property in his own
person. The labor of his body and the work of his hands we may
say are properly his." Garry Wills, Inventing America: Jeffer-
son Declaration of Independence (New York: Doubleday &
Co., Inc., 1978), pp. 229-239; and Bruce Bugbee, Genesis of Amer-
ican Patent and Copyright Law (Washington, DC: Public Af-
fairs Press, 1967), pp. 84-125.

early legislators also recognized the impor-
tance of a democratic polity, which required
public dissemination of knowledge to function
adequately. 3 Because the United States was
a developing country, its policy makers also
wished to stimulate industrial growth, particu-
larly in light of the burgeoning industrial rev-
olution taking place in England.4

The Framers of the U.S. Constitution rec-
ognized that the granting of intellectual prop-
erty rights was one way to achieve such basic
social, political, and economic ideals. They be-
lieved that granting these rights would pro-

‘These beliefs originated from the ideas of John Locke and
Jean Rousseau. See, for example, John Locke, Second Treatise
on Civil Government, 1690, and Jean Jacques Rousseau, So-
cia) Contract, 1762. Gordon Wood, The Creation of the Amer-
ican Republic, 1776-1787 (North Carolina: University of North
Carolina Press, 1969), pp. 53-65; and Bruce Bugbee, The Gene-
sis of American Patent and Copyright Law (Washington, DC:
Public Affairs Press, 1967), pp. 84-125.

‘Hunter Dupree,  Science in the Federal Government: A His-
tory Policies and Activities to 1940 (Cambridge, MA: The
Belknap  Press of Harvard University Press, 1957); and Bruce
Bugbee,  Genesis of American Patent and Cop~ight  Law (Wash-
ington, DC: Public Affairs Press, 1967), pp. 84-125.
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vide incentives for creators or industries to
produce and disseminate works, which would
promote public education and industrial
growth. To provide an initial framework for
this policy, the Framers included the clause
in the U.S. Constitution:

To promote the Progress of Science and use-
ful Arts, by securing for limited Times to Au-
thors and Inventors the exclusive Right to
their respective Writings and Discoveries.
(Section 1, Article 8, clause 8.)5

In The Federalist, James Madison clearly
establishes the overall purpose of granting
rights to individuals, which was the automatic
promotion of the public good:

The utility of this power will scarcely be
questioned. The copyright of authors has been
solemnly adjudged, in Great Britain, to be a
right of common law. The right to useful in-
ventions seems with equal reasons to belong
to the inventors. The public good fully coin-
cides in both cases with the claims of individ-
uals. The States cannot separately make ef-
fectual provision for either of the cases, and
most of them have anticipated the decision of
this point, by laws passed by the insistence
of Congress.6

A later, more definitive interpretation of this
overall purpose—the stimulation of the crea-
tion and dissemination of information to the
public—was stated in a legislative report on
the Copyright Act of 1909:

The Constitution does not establish copy-
rights, but provides that Congress shall have

“The inten~e~  goals of this clause become very apparent
when the original two proposals concerning intellectual prop-
erty which were proposed during the Constitutional Conven-
tion are examined:

Madison’s proposals envisioned a national legislature with the
authority to ‘To secure literary authors their copy rights for a
limited time, To establish a University, To encourage by premi-
ums and provisions, The advancement of useful knowledge and
discoveries’; The other set of proposals was offered by Charles
Pickney, and included the following contemplated powers: ‘To
grant charters of incorporation, To grant patents for useful in-
ventions, To secure to Authors exclusive rights for a . cer-
tain time, To establish public institutions, rewards, and immu-
nities for the promotion of agriculture, commerce, trades, and
manufactures.

Bruce Bugbee, The Genesis of American Patent and Copyright
Law (Washington, DC: Public Affairs Press, 1967), p. 126.

‘Alexander Hamilton, James Madison, and John Jay, The
Federalist Papers, No. 43 (New York: The New American Li-
brary of World Literature, Inc., 1961), pp. 271-272.

the power to grant such rights if it thinks best.
Not primarily for the benefit of author, but pri-
marily for the benefit of the public, such rights
are given. Not that any particular class of citi-
zens, however worthy, may benefit, but be-
cause the policy is believed to be for the bene-
fit of the great body of people, in that it will
stimulate writing and invention to give some
bonus to authors and inventors.’

Federal Role in the Administration of
Intellectual Property Rights

The Federal role in the administration of
rights evolved in a way that clearly reflected
the goals of the U.S. intellectual property sys-
tem. Similar to the development of the goals
of intellectual property rights, political, eco-
nomic, and technological factors influenced the
type of role that Congress designed for the gov-
ernment in the administration of such rights.

First, Adam Smith’s ideas of a free market,
non-interventionist approach that could pro-
vide economic incentives and an efficient mech-
anism for markets and economic growth were
increasingly accepted.8 Reacting against the
English Government which used excessive reg-
ulatory controls, Americans also favored the
Jeffersonian notion of a government with as
few regulatory functions as possible.’ Addi-
tionally, the major technology of the time, the
printing press, allowed the granting of rights
to lead automatically to the dissemination of
information. This was so because works had
to to be published in order to enjoy protection.
Moreover, in the absence of inexpensive repro-
duction technologies of today, publishers could
more accurately estimate the returns on their
investments and, thus had more direct eco-
nomic incentives to publish works. Rights

7House Report No. 2222, 60th Cong.,  2d sess.,  as cited in
Alan Latman and Robert German, Copyright for The Eighties
(Charlottesville, VA: Michie, Bobbs-Merrill,  1981), p. 12.

“Charles Beard, An Econonu”c Interpretation of the Constr
tution of the Um”ted States (New York  l%= press,  1965); and
Adam Smith, The Wealth of Nations, 1776 (New York: The Mod-
ern Library, 1937).

‘Alexander Hamilton, James Madison, and John Jay, The
Federalist Papers, No. 39-46 (New york:  The New American
Library of World Literature, Inc., 1961), pp. 240-300; and Julian
Boyd (cd.), The Papers of Thomas Jefferson (Princeton, NJ:
Princeton University Press, 1950).

58 – 922 :1 – 86 – 10
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owners could also enforce their rights them-
selves because infringements were relatively
easy to detect.

Under these circumstances, the early legis-
lators believed that the intellectual property
system could function adequately with mini-
mal government intervention if left to its own
devices:

When printing was the only information
technology of any significance, eighteenth cen-
tury policy makers conceived of an arrange-
ment for knowledge-dissemination and com-
pensation in society that was elegant in its
absence of centralization and administration.
Lawyers set up the machinery for granting ex-
clusive rights to copy to those who wrote and
to those who controlled the presses; Adam
Smith’s “invisible hand” took care of the de-
tails. As Madison noted, copyright provided
an efficient means of achieving the constitu-
tional goal of promoting science and the use-
ful arts because it was one of the fortuitous
policies in which the ends of the individual cit-
izen and the goals of the collectivity could be
made synonymous. Copyright, in short, was
not a bad idea at the time.10

Consequently, the legislators of the Patent
and Copyright Acts of 1790 designed a rela-
tively inactive role for the Federal Government
in the intellectual property system. These Acts
clearly delineated the exclusive rights to be
granted and the conditions under which they
would be granted, and established the role of
government as simply a register of works seek-
ing protection. The acts also required creators
who wanted to protect their works to publish
them in local newspapers. The registration
function, like the publication requirement,
closely corresponded to the goals of intellec-
tual property policy. For the repositories of
submitted works and the publication of those
works in public institutions were primarily for
the public to access and learn from, thus ful-
filling the original intent of the granting intel-
lectual property rights.

The institutional arrangements for register-
ing works were also created by the legislation

“Nicholas Henry, Copyright, Information Technology, Pub-
lic Policy (New York: Marcel Dekker, 1967), pp. 56-57.

of 1790.11 The Patent Act established a Patent
Board, which was made up of the Secretary
of State, Secretary of War, and the Attorney
General. Referring to themselves collectively
as the “Commissioners for the Promotion of
Useful Arts, ” the members of the board were
empowered to issue a patent for any device or
process “if they shall deem the invention suffi-
ciently useful or important. The statute also
established a Register of Patents, to be kept
by the Secretary of State.12 The Copyright Act
required the local District Courts (nearest to
where the person seeking protection lived) and
the Secretary of State to register and serve
as depositories of creative works.13 And the
courts, of course, served to interpret any prob-
lems rights owners or users might have enforc-
ing their rights.14

Early Development of the Governmental
Institutions for the Administration of

Intellectual Property Rights

Since 1790, several factors have affected the
evolution of the governmental institutions set
up to administer intellectual property rights.
These include the increasing number of crea-

— —
“Before such institutional arrangements were established,

Congress was responsible for granting both copyrights and pa-
tents on a case-by-case basis. Increases in numbers of creators
seeking protection for their works was a major impetus for Con-
gress to establish institutions to register and deposit works.

‘iBruce Bugbee,  Genesis of Patent and Copyright Law
(Washington, DC: Public Affairs Press, 1967), p. 149.

“’’The copyright law of 1790 stated that an author desiring
protection thereunder was to deposit a copy of his work with
the clerk of the District Court where he lived, but he was also
required to send a second copy of his production to the LT. S.
Secretary of State within six months. The clerk of the District
Court was to record this work according to a detailed form
prescribed in the statute, and could charge a sixty-cent fee for
this service. Duplicates under seal could be issued at sixty cents
each, and the grantee was required to publish, within two
months, a copy thereof in at least one newspaper for a four week
period–an interesting carry over of a feature which the Senate
had dropped from the general patent bill prior to its passage.
Bruce Bugbee,  The Genesis of Patent and Cop~”ght Law (Wash-
ington, DC: Public Affairs Press, 1967), p. 147.

14, ,
. . The courts at the beginning construed the Act (the

Copj’right Act of 1790] very strictly and hence the author was
obliged to proceed with the utmost caution along the tortuous
copyright route lest any slip prove his undoing. ” Alan Latman
and Robert German, Copyright for The Eighties (Charlottes-
ville, VA: Michie, Bobbs-Merrill,  1981), p. 5.
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tors seeking protection for their works and the
growing number of types of works that Con-
gress has included as protectable subject mat-
ter under intellectual property law.

In response to such changes, Congress has,
over time, transformed the original institutions
into larger, more distinct governmental agen-
cies with increased responsibilities, admin-
istrative or otherwise. In spite of these modifi-
cations, these government agencies responsible
for intellectual property rights have remained
largely nonregulatory, their role being to reg-
ister and deposit works, and to disseminate
knowledge to the public.

Copyrights

Like the patent system, the copyright sys-
tem of 1790 was amended soon after its crea-
tion. The major change expanded the types of
subject matter to be protected under U.S. copy-
right law. Such expansion of the law to cover
new types of works added increasing respon-
sibilities to the Federal institutions which reg-
istered works.15

Reflecting such increases, the Federal copy-
right institutions grew in size and administra-
tive functions. In 1859, the responsibility of
registering works was transferred to the De-
partment of the Interior. Then in 1870, when
Congress was enacting patent legislation, it
undertook a major reform of the copyright sys-
tem. Congress assigned the registering of
copyrights and the depositing of works to the
Library of Congress, which had been estab-
lished in 1800. Under this statute, the Librar-
ian of Congress received and maintained all
copyright records and deposit copies, which
the District Courts had held under the old, de-
centralized system. In 1897, a separate Copy-
right Office was established within the Library
of Congress, where it remains today. Much like

“Over time, legal protection, for example, has been ex-
tended to include: designs, engravings, and etchings (1802); mu-
sical compositions (183 1); dramatic compositions (1856); pho-
tographs and negatives (1865); statues and models (1870); all
writings of an author (1909); motion pictures (1912); sound
recordings (1972); original works of authorship (1976); computer
software (1980); and mask works (sui generis protection) for semi-
conductor chips (1984).

the changes made in the patent system, the
transfer of the registration and deposit func-
tion to a centralized library clearly reflected
the wish to promote public dissemination of
intellectual creations.16

Patents

A few years after the Patent Board was es-
tablished in 1790, the large numbers of pat-
ent applications became too time-consuming
for the board members whose primary respon-
sibilities were as members in the Cabinet.17 To
remedy this situation, Congress, in 1789,
dropped the requirement that inventions be
sufficiently useful or important to receive a pat-
ent, and replaced the examination process per-
formed by the Cabinet members with simple
registration. In 1802, Congress enacted legis-
lation that created a Patent Office as a distinct
division within the Department of State.18

Dissatisfaction with this process and the in-
creasing number of applications for patents led
to legislation in 1836 that enlarged and ele-
vated the status of the Patent Office to a sep-
arate bureau within the Department of State.
The statute also authorized the President to
appoint a Commissioner of Patents, who in
turn was to appoint a full-time staff of ex-
aminers and other clerks and assistants. It also
reinstated the process of examining patent ap-
plications for novelty, utility, and invention.
As under the laws of 1790 and 1793, applica-
tions were to be submitted with specifications,
drawings, and when necessary, models. The
statute further directed the Commissioner to
display the models in a gallery open to the pub-
lic, thus further promoting the public dissem-
ination of knowledge.

— —
“’The Thomas Jefferson Building of the Library of Con-

gress, for example, was established by the Copyright Act of
1870 to house the growing collections that were being acquired
as a result of the copyright deposit system.

“For example, under the Patent Act of 1790, approximately
57 patents were granted: 3 in 1790,33 in 1791, 11 in 1792, and
10 in the early weeks of 1793. Bruce Bugbee, Genesis of Ameri-
can Patent and Copyright Law (Washington, DC: Public Af-
fairs Press, 1967), p. 149.

‘“Bruce  Bugbee, Genesis of American Patent and Cop~ight
Law (Washington, DC: Public Affairs Press, 1967), p. 150.
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In 1849, the Patent Office was transferred nally, in 1925, the Patent Office was placed
to the newly created Department of the In- in the Department of Commerce, where it re-
terior. In 1870 the Commissioner of Patents mains today.
was authorized to register trademarks.19 Fi-

“The Supreme Court held such legislation to be unconstitu- registration of trademarks was permissible under the power to
tional because trademarks did not cover a product of author- regulate commerce. Gustavus A Weber, The Patent  Offi”ce (Bal-
ship or invention. Subsequently, the Supreme Court found that timore, MD: The Johns Hopkins University Press, 1924).

PRESENT INSTITUTIONAL ARRANGEMENTS FOR THE
ADMINISTRATION OF INTELLECTUAL PROPERTY RIGHTS

Although the U.S. intellectual property laws
have been revised many times since 1790, the
basic institutional arrangements have, with
minor changes, remained intact—performing
minimal, indirect regulatory functions. These
institutions administer basic laws, register and
deposit works, and provide support services.20

They have, moreover, shown a remarkable re-
siliency to technological change, thus far.

In adjusting to technological development,
many of the institutions have undergone sim-
ilar changes. First, each of the institutions has
increased in size, reflecting the growing num-
ber and types of works to be protected. Sec-
ond, each has begun to use information tech-
nologies to perform more efficiently. Third, to

‘“Donald Curran, Acting Register of Copyrights, for exam-
ple, speaking before the Patent, Trademark, and Copyright Sec-
tion of the American Bar Association, said that “the Federal
Government does not now in any but the most tangential way
‘‘regulate’ the copyright industries. . . ‘‘ Information Hotline,
vol. 17, No. 10, November 1985, p. 4.

Regulation can be defined as:
Federal laws or rules which impose government standards and

significant economic responsibilities on individuals or organiza-
tions outside the Federal establishment. . . Regulation is car-
ried out by Federal agencies through such means as setting or
approving prices, rates or fares, profits, interest rates, and wages;
awarding licenses, frachises, certificates, and permits; or estab-
lishing and enforcing standards of behavior such as worker safety
rules, air quality levels, public disclosure of financial informa-
tion, or prohibitions of price, racial, religious, or sexual discrimin-
ation.

Although almost all government activities involve a rule or a
regulation, there are varying degrees of regulation. The admin-
istration of intellectual property rights, for example, relies on
the law to define property rights and lets those who possess
them negotiate their value either in the marketplace or in a pri-
vate, decentralized fashion. A more regulatory approach would
rely on public authorities to directly determine and allocate the
value of intellectual property. Domestic Council Review Group
on Regulatory Reform, “The Challenge of Regulatory Reform:
A Report to the President” (Washington, DC, 1977), p. 47.

deal more effectively with the growing inter-
nationalization of intellectual property issues,
all of the institutions individually and jointly,
have increased their international activities.
Fourth, in reaction to the increasing complex-
ity of new technologies (particularly cable) that
have given rise to new stakeholders, a new
agency has been established that departs from
the traditional role of government regarding
intellectual property rights.21 And finally, the
courts have become increasingly burdened
with cases involving more complex technical
issues. A brief characterization of the principal
institutional actors involved with the admin-
istration of property rights and some of the
current issues they face are provided below.

Patent and Trademark Office

The U.S. Patent and Trademark Office (PTO)
is located within the Department of Commerce.
Similar to the Copyright Office, PTO has no
jurisdiction over questions relating to enforce-
ment of patents, nor over matters that con-
cern the promotion or the utilization of patents.
PTO's major function is to administer the pat-
ent laws as they relate to the granting of pa-
tents. It examines applications for patents to

— —
“The functions have become more regulatory in the sense

that the government is actively deciding the value of royalties
for intellectual works. The first time that an exception was made
to the traditional copyright approach was in the Copyright Act
of 1909 which required copyright proprietors of musical works
to license their use in mechanical recordings for a royalty of
2 cents. Since 1909, three other exceptions have been made for
cable retransrnissions, musical recordings used in juke boxes,
and noncommercial broadcasters use of music and other crea-
tive works.
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ascertain whether the applicants are entitled
to patents under the law and grants the pa-
tents when they are so entitled. PTO also
administers the trademark laws and reviews
trademark applications to determine whether
they meet statutory criteria for registration.22

Furthering the goal of increasing public ac-
cess to knowledge, PTO also publishes issued
patents and various publications about patents
and patent laws. It also maintains public search
rooms for the public to use to examine issued
patents and records and supplies copies of
records and other papers on demand.

In addition to the examining groups, PTO has
a number of sections, divisions, and branches
that perform various other services, such as
receiving and distributing mail, receiving new
applications, handling sales of printed copies
of patents, copying of records, inspecting draw-
ings, and recording assignments.23

PTO has grown tremendously since it was
first established. At present, it has approxi-
mately 3,100 employees, of whom about half
are examiners and technical and legal staff.
over 100,000 patent applications are received
annually. Because of the large number of ap-
plications, there is a 25-month backlog of
440,000 cases. To remedy this situation, PTO
is in the process of automating its search files.
The goal is to complete automation by the early
1990s.24

Copyright Office

The U.S. Copyright Office is located in the
Library of Congress. As noted earlier, its loca-
tion is important to both the Library and the
Copyright Office, representing a symbiotic
relationship between the two. The Copyright

—.  —
“’U.S.  Department of Commerce, Patent and Trademark Of-

fice, “General Information Concerning Patents: A Brief intro-
duction to Patent Matters’ [ Washington, DC: U.S. Government
Printing  Officer 1984), p. 5.

“U.S.  Department of Commerce, Patent and Trademark Of-
fice, “General Information Concerning Patents: A Brief intro-
duction  to Patent Matters” (Washington, DC: U.S. Government
Printing  Office, 1984), p. 5.

“Discussion with Donald Quigg, Acting Commissioner of
Patents, March 1985.

.

Office, through its deposit requirement, col-
lects copies of all the works it receives which
it then makes available to the Library of Con-
gress’ collections. This function, sometimes re-
ferred to as “America’s cultural policy, ” has
been critical in developing the Nation’s store-
house of intellectual material.25 The Library
of Congress in turn supplies the Copyright Of-
fice with administrative support. This coop-
erative arrangement has existed for over 150
years and helps to accomplish a major goal of
intellectual property protection—the dissem-
ination of knowledge to the public.26

The divisions of the Copyright Office are
organized by function. In addition to the
Register’s Office, there are six operational di-
visions:

1.

2.

3.

4.

5.

6.

the Acquisitions and Processing Division
—which performs the general housekeep-
ing and accounting work of the office and
the enforcement of the mandatory deposit
provisions of the copyright law;
the Examining Division—which deter-
mines whether the requirements of the law
have been met for materials submitted for
registration;
the Cataloging Division—which catalogs
all copyright registrations and recorded
documents;
the Information and Reference Division
—which provides the public with general
information on copyright, conducts searches
for the public in the Copyright Office cat-
alogs, and produces on request certified
copies of office records;
the Records Management Division—
which maintains the records of the Copy-
right Office; and
the Licensing Division—which deals with
payments made to the office under the
compulsory licensing provisions of the law

‘r’ Discussion with Donald Curran,  Acting Register of Copy-
rights, March 1985.

‘hFor an interesting discussion of the relationship between
the Copyright Office and the Library of Congress, see Donald
Curran,-’’The  Copyright Office and the Library of Congress, ”
remarks of Donald Curran,  acting Register of Copyrights to
the American Bar Association, Section Patent, Trademark, and
Copyright Law, Washington, DC, July 9, 1985.
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that relate to coin-operated phonorecord
players (jukeboxes) and cable systems.27

The number and types of works registered
have grown enormously since the Copyright
Office was established. For example, between
1790 and 1869 a total of 150,000 works were
registered. Today, approximately 500,000
works are registered annually with the Copy-
right Office. 28 The staff of the Office has grown
to 561 with an annual budget of $16.2 million.29

In addition to expanding its organization with
increased registrations, the Copyright Office
has recently begun to use information technol-
ogies to automate many of its functions. This
has greatly improved its efficiency, particu-
larly in the registration process.

Copyright Royalty Tribunal

The Copyright Royalty Tribunal (CRT) is the
most recently established government agency
that deals with intellectual property rights. It
was established by the 1976 Copyright Act as
an independent agency within the legislative
branch. CRT was created to administer sev-
eral compulsory licenses that Congress, partly
in response to new technological developments,
also set forth in the 1976 act. A compulsory
license permits the use of copyrighted mate-
rial under certain circumstances without the
permission of the copyright owner, provided
a government-set payment is made to the copy-
right owner. Such licenses are:

●

●

●

retransmissions by cable systems of dis-
tant broadcast signals by television and
radio stations;
the use of musical records in jukeboxes
for profit;
the use of music and certain other crea-
tions by noncommercial broadcasters; and

“’’86th Annual Report of The Register of Copyrights,
1983” (Washington, DC: Library of Congress. 1984), p. 1.

“’86th Annual Report of the Register of Copyrights, 1983”
(Washington, DC: Library of Congress. 1984), pp. 32, 34.

“Appendix to the Budget of the United States Government
for Fiscal Year 1986.

Ž the use of music on phonorecords.30

CRT has six responsibilities for the admin-
istration of the four compulsory licenses:

1..

2.

3.

4.

5.

6.

adjust the compulsory license rate for re-
transmission by cable systems of distant,
non-network broadcasts by television
stations;
determine the distribution of fees de-
posited with the government by cable
systems;
determine the compulsory license paid to
the Register of Copyrights for the per-
formance of non-dramatic musical compo-
sitions by jukebox owners;
determine the distribution of fees depos-
ited with the government by jukebox
owners;
adjust the mechanical compulsory license
rate on the sale of non-dramatic musical
works embodied in phonorecords (these
fees are paid to copyright owners without
government involvement, via the Harry
Fox Agency); and
determine reasonable terms and rates for
public broadcasting entities’ use of musi-
cal, pictorial, graphic, and sculptural
works (these fees are paid without govern-
ment involvement) .31

Five appointed commissioners are respon-
sible for holding hearings to determine rates
and distribute royalties.

Because CRT performs functions that are
much more regulatory in nature—that is, its
rulemaking proceedings to set royalty rates
and its adjudication function which entails dis-
tribution of collected royalties to claimants-it
diverges sharply from the traditional role of

— . — -
“Statement of Wilbur Campbell, Deputy Director, Account-

ing and Financial Management Division, General Accounting
office before the Subcommittee on Courts, Civil Liberties, and
the Administration of Justice, Committee on the Judiciary, U.S.
House of Representatives, “The Operation of the Copyright
Royalty Tribunal, ” June 11, 1981, p. 3.

31 Statement of Wilbur Campbell, Deputy Director, Account-
ing and Financial Management Division, General Accounting
Office before the Subcommittee on Courts, Civil Liberties, and
the Administration of Justice, Committee on the Judiciary, U.S.
House of Representatives, “The Operation of the Copyright
Royalty Tribunal, ” June 11, 1981, p. 4.
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the Federal Government in the administration
of intellectual property rights. For this reason,
CRT has recently run into some sharp criti-
cisms. 32

Other Supporting Agencies Within
the Federal Government

Department  o f  Commerce

Four offices and agencies within the Depart-
ment of Commerce support intellectual prop-
erty activities in various ways. The growing
need for support reflects the increasingly com-
plex technical, political, and economic dimen-
sions of intellectual property rights issues
brought about by technological development.
Such support draws on the industrial, techni-
cal, and scientific expertise of the following
agencies.

International Trade Administration. The In-
ternational Trade Administration (ITA) was
established by the Secretary to strengthen the
U.S. international trade and investment posi-
tion. ITA provides counseling to members of
the business community on export opportuni-
ties and problems. ITA offices abroad help to
identify potential markets. A recent reorga-
nization along lines proposed by the Grace
Commission has brought together industrial
specialists in such areas as computers and
telecommunications with trade promotion
staff to bring more specialized knowledge to
trade negotiations.33 ITA administers the Ex-
port Administration Act to ensure that export
activity is consistent with national security
and foreign policy objectives. A current pri-
ority is prevention of the illegal transfer of tech-
nology. Control of technical data poses enforce-
ment problems because such intangibles as
consulting arrangements and training of for-
eign nationals are covered. In issuing export
licenses, clearances are routinely required from
the Departments of State and Defense.

—.
“See for example, hearings held before the Subcommittee

on Courts, Civil Liberties, and the Administration of Justice,
Committee on the Judiciary, U.S. House of Representatives,
‘(The Copyright Royalty Tribunal, ” July 11, 1985.

“President’s Private Sector Survey on Cost Control, “Re-
port on the Department of Commerce” (Washington, DC: U.S.
Government Printing Office, 1983), p. 24.

National Telecommunications and Informa-
tion Administration. NTIA is the executive
branch agency principally responsible for the
development of domestic and international
telecommunication and information policy.
The agency also manages the various govern-
ment agencies’ use of the electromagnetic spec-
trum and has research laboratories for techni-
cal support. Because of the close relationship
between telecommunications and intellectual
property and its role in developing informa-
tion policy, NTIA participates in U.S. Govern-
ment delegations to international intellectual
property negotiations. NTIA also makes rec-
ommendations on legislative and regulatory
issues regarding intellectual property and com-
munication issues.

National Technical Information Service. NTIS
serves as a government clearinghouse for tech-
nical information. NTIS issues notices to the
public that a government agency has applied
for a patent. Private organizations and indi-
viduals can then determine whether to apply
for a license.

NTIS acts as an agent in support of the pat-
ent process for nine departments and agencies.
These are the Departments of Commerce,
Health and Human Services, Interior, Agri-
culture, Army, Air Force, Transportation, Vet-
erans Administration, and the Environmental
Protection Agency. NTIS makes special pro-
motional efforts to encourage licensing and
also licenses those agencies’ patents.

Office for Productivity, Technology, and In-
novation. OPTI, headed by an Assistant Sec-
retary of Commerce, was created to develop
measures to improve the competitive position
of the United States in world markets. The pas-
sage of legislation (Public Law 96-517) in 1980
provided nonprofit organizations and small
businesses with the first right of refusal to ti-
tle in inventions made under government con-
tracts and grants. Authority to implement this
policy was transferred to OPTI from the Of-
fice of Federal Procurement Policy of the Of-
fice of Management and Budget by Public Law
98-620. A Presidential memorandum issued in
1983 directed agencies to permit all contrac-
tors and grantees to take title in inventions
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to the extent permitted by law. Implementa-
tion of this directive is monitored by OPTI,
which works with agencies in preparing pro-
curement regulations. OPTI is also develop-
ing policy to cover the ownership and the use
of technical data arising from federally sup-
ported research and development. This is a
highly controversial area with little precedent
for guidance.

Department of Justice

The Antitrust Division of the Department
of Justice includes an intellectual property
section that monitors the interface between an-
titrust and intellectual property matters. The
section helps develop legislation with poten-
tial antitrust implications, such as the recently
passed National Cooperative Research Act,
which removes certain antitrust barriers to co-
operative R&D. It also provides the Adminis-
tration’s position on intellectual property mat-
ters to other regulatory agencies, and presents
the Administration’s opinion to the courts, if
requested in a pending case.

The Department of Justice also represents
the Patent and Trademark Office in civil cases
when, for example, it is alleged that the agency
acted improperly in approving or refusing a
patent application. It also represents the Copy-
right Office in similar circumstances.

Department of State

The Department of State’s international ac-
tivities in the protection of intellectual prop-
erty are carried out through its Office of
Business Practices. The Department of State
coordinates U.S. participation in the interna-
tional intellectual property treaties to which
the United States is a party, such as the Con-
vention for the Protection of Industrial Prop-
erty and the Universal Copyright Convention.
Within the Federal Government, the Depart-
ment of State initiates or participates in the
approval of papers circulated among agencies
to achieve coordinated positions in multilateral
and bilateral negotiations on intellectual prop-
erty issues. To elicit industry viewpoints, the
Department of State has created an Advisory

Committee
Property.

on International Intellectual

Office of the U.S. Trade Representative
The Office of the U.S. Trade Representative

(USTR), created by statute in 1975 in the Ex-
ecutive Office of the President, is responsible
for setting and administering trade policy.
USTR also administers part of the Trade and
Tariff Act of 1984, which refers specifically to
the protection of intellectual property. Under
this act, the President is authorized to deter-
mine which developing countries may export
goods to this country duty free, on the basis
of each country’s efforts to protect U.S. intel-
lectual property products as well as other cri-
teria. USTR is also responsible for issuing a
statutorily required annual report to Congress
on trade problems, including a report on na-
tions that are not respecting U.S. intellectual
property rights.

International Trade Commission

The International Trade Commission (ITC)
is an independent quasi-judicial agency that
determines whether unfair acts related to im-
ports harm U.S. industries. Investigations
often involve allegations of patent, trademark,
or copyright infringement. The intellectual
property owner or licensee usually initiates ac-
tion by making a complaint to ITC. ITC may
then conduct hearings before an administra-
tive law judge. A final decision is rendered by
the Commissioners. The agency is authorized
to issue orders excluding goods from entry
and/or cease-and-desist orders. Exclusion orders
are enforced by the Bureau of Customs. ITC
works closely with the Department of Com-
merce’s International Trade Administration,
which maintains information on industries that
might be harmed by unfair trade practices.

Policy Coordination

Reflecting the growing number of economic,
political, social, and international factors sur-
rounding intellectual property issues, various
Federal agencies have recently begun to coordi-
nate their efforts to deal with these multi-
faceted questions. Responsibility for policy co-
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ordination on intellectual property is mainly
vested in four interagency coremittees that are
described below.

Cabinet Council on Commerce and Trade. The
Cabinet Council on Commerce and Trade is
chaired by the Secretary of Commerce, who
has appointed the Commissioner of Patents
and Trademarks as Chairman of its Working
Group on Intellectual Property. The basic task
of the Working Group is to coordinate the po-
sitions of Federal agencies, especially in devel-
oping U.S. positions in foreign negotiations.
Seven agencies of the executive branch are rep-
resented on the working group. The Copyright
Office representative also participates in the
meetings.

The working group is concerned with both
international and domestic issues that require
a unified government position. These have in-
cluded:

1. obtaining a coordinated position for the
Brussels Satellite Convention, which was
subsequently ratified;

2. proposing controls for imports from third
parties that do not respect U.S. trade-
marks;

3. recommending changes in the Freedom of
Information Act to protect trade secrets;

4. coordinating agencies’ positions on the re-
cently passed semiconductor chip legis-
lation; and

5. assessing needed changes in the “first
sale” doctrine.

Trade Policy Committee. The Trade Policy
Committee is chaired by the U.S. Trade Rep-
resentative and has a subcommittee on intel-
lectual property chaired by USTR. In compli-
ance with the Trade and Tariff Act of 1984,
it examines international protection of intel-
lectual property as a trade barrier. In trade
matters, the committee’s focus is on bilateral
negotiations. Seven executive branch agencies
are members of the subcommittee.

The subcommittee facilitates cooperation
among agencies in carrying out responsibili-
ties assigned to USTR under the recent legis-
lation. These include:

1.

2.

3.

4.

identifying the kinds of trade barriers
that result from protection of intellectual
property;
identifying the policies and practices of
individual countries that cause serious
problems in the United States;
compiling information in support of bi-
lateral negotiations; and
preparing the annual report to Congress
that highlights problem areas and U.S. ef-
forts underway to improve them.

Senior Interagency Group on Communication
and Information Policy. The Senior Interagency
Group on Communication and Information
Policy was created in 1980 and is co-chaired
by representatives from the Departments of
State and Commerce. Its Working Group on
Copyright and Intellectual Property, which in-
cludes representatives from nine government
agencies, is chaired by a representative of the
Department of Commerce’s National Telecom-
munications and Information Administration.

The task of this working group is to coordi-
nate and exchange information on each of the
agency’s efforts to improve international pro-
tection for U.S. intellectual property rights.
The working group has recently been working
to ensure that U.S. programmers receive re-
muneration for the cable retransmissions of
their material by Canadians and Mexicans. A
separate Working Group on Transborder Data
Flow, chaired by a representative from the De-
partment of State, coordinates U.S. positions
in the Organization for Economic and Commu-
nity Development (OECD) Committee on In-
formation, Computer, and Communication
Policy.

Federal Coordinating Council for Science,
Engineering, and Technology. The Federal Co-
ordinating Council for Science, Engineering,
and Technology is chaired by the director of
the Office of Science and Technology Policy
(OSTP). Its Working Group on Intellectual
Property is chaired by the Assistant Secretary
of Commerce for Productivity, Technology,
and Innovation. This group addresses issues
that arise in the process of carrying out legis-
lative and administration policy on the owner-
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ship of intellectual property created during
government-sponsored research and develop-
ment. Nineteen agencies are represented on the
working group.

This working group is used by the Assistant
Secretary to help coordinate the execution of
responsibilities assigned to Commerce by Pub-
lic Law 98-620. Guidance is provided to agen-
cies that are drafting Federal Acquisition
Regulations that authorize vesting title to in-
tellectual property in small businesses and non-
profit organizations performing research and
development for the government. Similar ef-
forts are underway pursuant to the Presiden-
tial directive that encourages all government
contractors and grantees to take title to the
extent permitted by law. The working group
is drafting guidelines for the disposal of tech-
nical data arising from government-supported
research and development, and is preparing
model agreements that include provisions for
intellectual property for use by government
laboratories undertaking cooperative efforts
with private companies.

Federal Courts

From the very beginning of Federal intellec-
tual property protection, courts have played
a central-albeit not highly visible—role in the
implementation of intellectual property laws.
Although the availability of courts for the reso-
lution of private disputes is generally taken
for granted, and not often considered part of
the system, it is clear that access to the Fed-
eral judicial system has always been a crucial
element of intellectual property policy. As fo-
rums for intellectual property dispute resolu-
tion, courts have: 1) developed doctrines defin-
ing the scope of protections; and 2) provided
official sanctions for misallocation of rights
and rewards under intellectual property law.

The role of the courts in resolving private
disputes and in developing legal doctrines may
become more central with the advent of new

information and communication technologies.34

The volume of legislation dealing with tech-
nological intellectual property is growing rap-
idly and is likely to be matched by an increas-
ing volume of litigation.35 The economic stakes
involved in the allocation of technological prop-
erty rights by the courts are large and will as-
sure the availability of extensive resources for
litigation. 36 The resulting surge of scientific and
technological disputes into the judicial arena
is likely to put substantial strain on the institu-
tional resources of the judiciary and to raise
questions about judicial expertise in resolving

34Judicial decisions on the allocation of proprietary rights in
new information technologies and on access to new forms of
communications occupy position of singular importance. What
Justice Cardozo said about the’’ preferred position’ of the First
Amendment–’’that it is the matrix, the indispensable condi-
tion, of nearly every other form of freedom’ ‘–may well be said
about access to information and the means of its communica-
tion. At a time when the dimensions of advance in these tech-
nologies are seen as equal in importance to the advent of the
industrial revolution and when the potential for the monopoli-
zation of control they embody surpasses anything organized
societies have known so far, the power of courts to demarcate
rights of ownership in and access to knowledge is the power
to decide whether or not the new information and communica-
tion technologies will be used to increase the public dissemina-
tion of information. The shortcomings of intellectual property
rights adjudication must be seen against that challenge. See
Palko v. Connecticut, 302 U.S. 319 (1937).

“l~or a comprehensive list of legislation in the 98th Con-
gress dealing with various aspects of the new information tech-
nology, see Report, 8th Amual Copyright Law Conference, Mar.
7, 1!385, Washington, DC. The volume of litigation over ques-
tions of copyrightability has increased dramatically. Although
the available data on copyright litigation does not distinguish
between traditional copyright disputes and those involving new
technologies, the number of copyright cases filed in Federal
courts increased from 899 in 1976 to 2,226 in 1983. Annual Re-
port of the Director of the Administrative Office of the United
States Courts, 1984.

‘In 1982, an estimated 2.8 million personal computers were
sold in the United States. Another 5 million, for a total of more
than $24 billion in sales, were expected to be sold in 1983, By
the end of the century 80 million personal computers will be
in use. Estimates of total software revenues for 1982 run as
high as $45 billion, by 1987 packaged personal computer soft-
ware sales alone are expected to reach $4.8 billion. In 1984, gross
revenues from the sale or license of computerized databases sur-
passed $3 billion. Pamela %rnuelson,  “CC)NTU Revisited: The
Case Against Copyright Protection for Computer Programs in
Machine Readable Form,” Duke Law Journal, No. 4, 1984, pp.
705-712.
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novel and ever more complex scientific and eco-
nomic issues raised by the regulation of new
intellectual property .37

Non-Federal Agencies:
Collecting Societies

Traditionally, many copyright owners have
licensed use of their literary, dramatic, musi-
cal, and artistic works, as well as other forms
of intellectual property, on the basis of trans-
action contracts worked out between individ-
uals. The introduction of commercial broad-
casting technologies, beginning in the 1920s,
gave copyright owners new opportunities for
presenting their works and new difficulties in
collecting fees for use. Copyright owners have
found it increasingly difficult to control or
administer their rights on a case-by-case ba-
sis. Users also have faced difficulties in iden-
tifying and remunerating creators of works.
As described below, these problems provided
significant pressure for the establishment of
systems of administering rights on an ag-
gregate basis through collecting societies.

Music

The use of a collective system of adminis-
tering intellectual property rights in the mu-
sic industry was prompted by two events.
First, the 1909 revision of the Copyright Act
extended to the owners of music copyrights
the exclusive right to authorize the public, for-
profit performance of their works. Soon after,
radio extended once-local performances to a
much larger audience. Film and television fol-
lowed, bringing further increases in the scale
and scope of public musical performances.

——-—.— ——
‘“The practical value of the categorical copyright protection

for computer software, for example, will be determined largely
by judicial decisions on the copyrightability of particular forms
and types of programs and by judicial definition of the scope
of the protections that will be accorded by software copyright.

What copyright owners lacked in the face
of these new opportunities for performance and
profit was an efficient mechanism for collect-
ing the money to which the law entitled them.
To setup such a system, a group of prominent
composers formed the American Society for
Composers, Authors, and Publishers (ASCAP).
Established to collectively license use of mu-
sical works and to monitor performances and
infringements of the law, ASCAP was success-
ful in lowering the cost and simplifying the
process of licensing transactions.

A second, much smaller, collecting society
was founded in 1930 by Paul Heinecke. Called
the Society of European Stage Authors
(SE SAC), the organization’s membership was
made up mostly of Europeans. Today, SE SAC
has a large repertoire of American music.

In 1940, a dispute between ASCAP and a
group of broadcasters produced the third mu-
sic collecting society, Broadcast Music Inc.
(BMI). The broadcasters charged that ASCAP’s
licensing fees were too high, and so split off
to form their own society. BMI supplied its
member broadcasters with music from sources
not controlled by ASCAP. Although the broad-
casters resolved their dispute with ASCAP in
1941, BMI continued to operate and is still a
major competitor to ASCAP.

Print

In pr int  publ ishing,  the  pressure  for  a  co l -
lect ive  approach began to  bui ld  in  the  1950s ,
when authors  and publ ishers  saw a threat  to
their  t radi t ional  sources  o f  income from pho-
t o c o p y i n g  t e c h n o l o g i e s .  M i c r o g r a p h y  w a s  t h e
f i rst  such technology ,  and i t  was  fo l lowed in
the  1960s  by  advances  in  photocopying  tech-
n i q u e s  a n d  m e c h a n i c a l  p a p e r - h a n d l i n g  c a -
p a c i t y .

During the process of revising the Copyright

Act ,  Congress  suggested that  publ ishers  and
authors might set up a cooperative mechanism
for  co l lect ing  and d isburs ing  revenues .  Upon
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passage of the 1976 act, a group of publishing
and other associations formed the Copyright
Clearance Center (CCC). Established in 1977,
CCC was designed to monitor and collect from
consumers who want to photocopy copyrighted
works and to distribute revenues to the copy-
right holders.

Film

With the introduction of cable and satellite
transmission, the film industry followed the
example of the music and publishing industries
and set up a collecting society. Before that
time, the reproduction of film prints was ex-
pensive, and profitable exhibition was gener-
ally visible, so illicit use was easily discouraged.
But with satellite and cable, the film industry
faced greater difficulties, particularly in for-
eign countries, in collecting fees for use of their
works.

In response to these new technologies, an
international collecting society called L’Associ-
ation de Gestion International Des Oeuvres
Audio-Visuelles (AGICOA) was organized in
1982. The society was founded to negotiate use
of films between national collecting societies
and copyright holders, to monitor the use of
films, to collect royalties from those who use
them, and to distribute royalties to copyright
holders around the world.

Collecting Societies in Practice

Generally speaking, the main purpose of col-
lecting societies has been to alleviate the prob-
lems of administering individual property
rights by setting up a central clearinghouse
mechanism. Easing the cost and complexity
of licensing is also important; users can obtain
a blanket license to use any of the registered
works.38 Collecting societies, moreover, at-
tempt to serve as forums for negotiations be-
tween the various interested parties and try
to educate the general public about intellec-
tual property protection.

‘“In some cases, however, users prefer to pay on a per-use
basis. ASCAP, BMI, and the CCC each offer these types of trans-
actional licenses. AGICOA generally operates on a pay-per-use
basis.

To accomplish these objectives, each collect-
ing society performs similar functions. For ex-
ample, each has a department responsible for
licensing users of copyrighted works. They try
to identify new users and see that both new
and established users are properly licensed and
pay the required fees. Their responsibilities
also include convincing users that they must
in fact pay user fees; this is sometimes diffi-
cult. In some cases, some collecting societies
have resorted to lawsuits to exact payment and
enforce licensing terms.39 Although the blan-
ket license entitles users to access to all of the
society’s works, the fees charged vary accord-
ing to particular classes of use.40 The negotia-
tion of fees is conducted with various indus-
try groups, such as the American Hotel and
Motel Association, the National Association
of Broadcasters, the Association of American
Publishers, and the Authors League of Amer-
ica. Each collecting society has some mecha-
nism for adjudicating disputes in cases where
users feel the fees are too high.

In addition to maintaining lists of licensees,
the collecting societies have departments that
are responsible for recording and updating the
list of works registered with the society. Most
of the collecting societies maintain these files
in an electronically accessible database. The
staff members in this section also respond to
inquiries from the public, users, or rights
holders.

Because it would be uneconomical to log and
monitor every use of every registered work,
collecting societies generally rely on sample

“ASCAP brings, for example, approximately 400 to 500
such infringement actions every year. Over 99 percent of these
cases are settled before trial.

‘“The musical performance rights societies, for example, use
different methods but similar criteria for deterrnininguser license
fees. The criteria for broadcast users include, for example, ad-
vertising revenues and the size of their markets. For nonbroad-
cast users such as “general establishments, ” the societies use
factors such as the price of a drink, seating capacity, the fre-
quency of music performances, and the type of rendition. Hotel
and motel fees take into account total entertainment expendi-
tures; concert rates depend on admission price and seating ca-
pacity; background music users such as Muzak pay a fee based
primarily on the number and character of subscribers.
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surveys of use for determining the distribu-
tion of revenues to their creator and publisher
members.’ ] The exact distribution of revenues
to individual rights owners is calculated by for-
mula.42

“’This is usually performed in a special survey department.
Although the music collecting societies and the CCC and
AG ICOA all use different survey methods, the ot’erall  intent
of the survey is similar. Upon receipt of the survey data, the
societies identify writers and publishers of the registered works.
Some of the societies report that the use of information tech-
nolo~”  has greatly improved the efficiency of the survey and
ident}flcation  process.

“In the case of the music performance societies, these cal-
culations are made with weighting formulas, whereby different
uses of works earn different amounts of performance credits.
For uses of printed works, the CCC uses rates determined by
each of the copyright holders for calculating its survey data.

Most of the collecting societies have sepa-
rate international departments that have re-
ciprocal agreements with individual collecting
societies abroad. These agreements provide for
the exchange of revenues that foreign socie-
ties collect for American societies’ registered
works. Collecting societies also belong to the
relevant international associations.

After calculating the credits, the music performance rights so-
cieties divide 50 percent of their revenues among writers accord-
ing to the credits they earned and 50 percent to publishers ac-
cording to the credits they earned. The CCC pays all of its
collected revenues (less overhead) to its publisher members (who
may or may not have agreements to share these revenues with
authors) according to calculations made with the usage survey
data. Automated information systems have also greatly stream-
lined the remuneration process.

EMERGENCE OF NEW TECHNOLOGIES AND THEIR
IMPLICATIONS FOR THE PRESENT FEDERAL
INSTITUTIONAL ARRANGEMENTS FOR THE

ADMINISTRATION OF INTELLECTUAL PROPERTY RIGHTS

As illustrated above, the Federal institutions
established to administer intellectual property
rights have shown a resilience to technologi-
cal developments over time. Today, however,
new information and communication technol-
ogies are of a new order of magnitude and
scope, and so are placing correspondingly
greater pressure on the entire intellectual prop-
erty system. The present institutional arrange-
ments were not designed to deal with the many
kinds of problems generated by these technol-
ogies. To explore how new technological de-
velopments are affecting the viability and ef-
fectiveness of the institutions now involved
with intellectual property issues, a brief charac-
terization of such developments and their po-
tential institutional implications is provided
below.

Rapidity of, and Uncertainty With
Respect to, Changes in Information

and Communication Technologies

Technological advances in, and the growing
convergence of, computer and communication
technologies, have combined with the deregu-

lation of the telecommunication industry, to
greatly enhance the public’s access to infor-
mation products and services. These same two
developments significantly affect the processes
of creating, producing, and using intellectual
properties. As a result, they are likely to have
a somewhat disruptive effect on the nature of
the intellectual property system as it exists
today.

The unprecedented speed and unpredictabil-
ity of these changes confound efforts to design
legislation that will continue to be relevant and
useful. It was for this reason, for example, that
technological gaps soon developed in the 1976
copyright law and its 1980 amendments were
enacted, although the law itself was specifi-
cally designed to take emerging technologies
into account. As illustrated in the case of Ap-
ple Computer, Inc. v. Franklin Computer Corp.,
for example, the law failed to address the im-
portant question of whether copyright law ap-
plied to operating code that is readable for the
most part only by machine, or to information
embedded in hardware. And as the case of Sony
Corp. of America v. Universal City Studios

8–92 2 “~ – 86  – 11
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demonstrates, the law failed to anticipate the
rapid growth of the home market for videocas-
sette recorders (VCR) and how this widespread
use of VCRs might affect the intellectual prop-
erty rights of the film industry. It is not sur-
prising, therefore, the past few years have
brought greater demands on the courts and
many more bills related to intellectual prop-
erty which seek to accommodate legislation
with changing technologies.

Given the rapidity of, and uncertainty with
respect to, changes in information and com-
munication technologies and their impact on
the intellectual property system, the question
arises as to whether the existing institutions
that were established to address intellectual
property issues are either equipped with or are
capable of developing an ongoing process to
assess and plan for technological change.

Growing Demand for Nontraditional
Copyright Solutions Requiring a

Regulatory Approach

The rapid development of information and
communication technologies, combined with
greater public access to them, has strained
many of the traditional mechanisms for pro-
tecting intellectual properties. This growth and
development has also stressed the system by
which creators, producers, and distributors of
intellectual properties are remunerated. For ex-
ample, because many of these technologies per-
mit decentralized access and require electronic
handling of information, their use can be car-
ried out privately and is, therefore, less sub-
ject than in the past to monitoring and con-
trol. Moreover, by generating new uses and
users of intellectual properties, these technol-
ogies are convoluting the process by which in-
tellectual properties are created, published, dis-
tributed, and used. Similarly, they are altering
some of the traditional roles, and relationships
of actors in the intellectual property system.
As a result, many of those involved are seek-
ing new kinds of rights and forms of remuner-

ation.43 Directors, for example, are looking for
ways to receive property rights protection for
their individual contribution to stage and film
production. 44 The Motion Picture Association
of America, moreover, is seeking the right to
be paid a fee by owners of satellite dishes who
receive transmitted broadcasts.45

To overcome some enforcement problems
generated by the new technologies and take
into account the new kinds of claims for rights,
a number of laws and bills have been enacted
or introduced that depart from the traditional
intellectual property scheme and require sig-
nificant government involvement for their im-
plementation. Under a compulsory licensing
scheme, for example, Section 116 of the 1976
Copyright Act requires jukebox operators to
pay royalties to the copyright owners of non-
dramatic works. To execute this requirement,
the law obliges the Copyright Office to regis-
ter and license operators of jukeboxes and the
Copyright Royalty Tribunal (which at the time
was not yet constituted) to determine which
claim for fees are legitimate and allocate roy-
alty payments equitably. Similarly, the pro-
posed Home Recording Act of 1983, designed
to circumvent the problems of enforcement by
compensating copyright owners with a royalty
payment, calls on the Copyright Office to ini-
tiate arbitration proceedings to determine the
royalty schedule and requires the Copyright
Royalty Tribunal to determine and allocate the
funds collected among competing claimants.

“’l’his is not the first time that technology has given rise to
new kinds of rights. Looking back at the history of intellectual
pro~wrty  laws and practices, one can see that, with the develop-
ment of new technologies, pressure for the establishment of new
kinc~s of rights emerged. Recording technology, for example,
gaw: rise to the demand for a “mechanical recording right. ”
Unhke traditional rights which were granted to an entire class
of work, such as a book or a motion picture, these new kinds
of rights were designed to remunerate the specific use to which
a w(}rk  was put.

440TA Workshop, “The Impact of Technology on the Crea-
tive Environment, ” Apr. 24, 1985,

“~% Public Law 94-549, Communications Act Provisions
for Earth Stations.
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With the exception of the fledgling Copy-
right Royalty Tribunal, however, U.S. institu-
tional arrangements for addressing intellectual
property issues were designed, for the most
part, to function within a free market, non-
regulatory framework. To the extent that new
legislative initiatives call for a more regulatory
approach to solving intellectual property prob-
lems, the question is raised as to whether and
as to how well the existing set of institutions
will be able to take on new roles and adapt to
a new environment.

Need for Greater Understanding of and
Information About the Processes By Which

Intellectual Properties Are Created,
Published, Distributed, and Used

Under the traditional copyright scheme,
there is little need to know the precise eco-
nomics of the process by which intellectual
properties are created, published, distributed,
and used. For under such a system, property
rights are defined and granted to authors by
law, and the economic value of those rights is
determined and distributed by market forces.
To the extent that intellectual property law
is tending towards a more regulatory approach,
however, more information and a greater un-
derstanding of this process will be needed.

The widespread deployment and use of the
new information and communication technol-
ogies has complicated the traditional intellec-
tual property process, making it difficult-but
perhaps also more important—to know where
economic value is added, and thus, how to de-
termine economic incentives and rewards.
These technologies, for example, have not only
permitted more people to use intellectual prop-
erties in new and different ways, they have also
extended the process and the opportunities
throughout to enhance the value of creative
and innovative works. No longer is there one
“author,” but rather a series of “authors”
whose claims to intellectual property rights
must be sorted out. No longer does one pub-

— .

lisher put out a book, or one producer release
a film, but rather a variety of publishers and
producers whose economic stakes need to be
taken into account.

To resolve the numerous and varied compet-
ing intellectual property claims within a regu-
latory framework, as opposed to within a mar-
ket framework, wiLl be very difficult. It will
require policy makers to develop an analytic
rationale for the optimum charging of fees and
the economically efficient and socially equi-
table distribution of rewards. To do so, they
will need to know about all of the parties at
stake in relatively great detail, and also un-
derstand their roles in the intellectual prop-
erty process, and how each might fare under
alternative scenarios. The considerations speci-
fied in the Home Recording Act of 1983 for
setting royalties illustrate the kinds of infor-
mation that might be required to develop such
a rationale. No less than 10 factors are cited,
including:

●

●

●

the value to an individual of the right to
reproduce copyrighted works;
the projected effect of royalty fees on the
structure and financial condition of the
motion picture and audiovisual production
industries and the video recording device
or media importing and manufacturing in-
dustries; and
the relative roles of copyright owners and
importers and manufacturers of video
recording devices or media with respect
to creative and technological contribution
to the development of motion pictures and
other audiovisual works.

At present, reliable information of this kind
is not readily available. Given the growing com-
plexities in the intellectual property process,
brought about, in part, by technological devel-
opments, it is exceedingly difficult for exam-
ple, to determine such things as authorship;
the point at which new value is added on to
an existing intellectual property and who has
added it; and what actually constitutes copy-
ing or use and, therefore, might require re-
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muneration. 46 Accurate estimates of damages
due to infringement of intellectual property
rights are also difficult to obtain. Most of those
available are not only unsystematic in their
approaches; they are also somewhat suspect
insofar as most have been commissioned by
the very parties whose interests are at stake.47

When legislation calls for a regulatory ap-
proach instead of a market approach for ad-
dressing intellectual property issues, provi-
sions may be needed to increase the analytic
and expert support available to those organi-
zations called on to implement and adminis-
ter the law. One recent legislative proposal
that moves in this direction is the proposed
Free Market Copyright Act of 1983, which
abolishes the offices of two of the five commis-
sioners attached to the Copyright Royalty Tri-
bunal and requires the Tribunal to appoint a
general counsel and chief economist.

Development of Technologies That
Do Not Correspond to Traditional

Intellectual Property Categories, and
the Creation of Sui Generis

Intellectual Property Legislation

The framers of the U.S. Constitution distin-
guished between writings and inventions, and
set up separate rules and incentive systems
for each. This distinction was relatively clear
cut as long as the term writing merely de-
scribed an art, rather than embodying the art
itself. Today, however, this distinction is
harder to maintain as new technologies emerge
that do not clearly fit into either one or the
other category. Because information technol-
ogies allow symbols to define a process and
function as part of a machine, for example, they
tend to blur the boundary between writings
and inventions, between ideas and their expres-
sions, and between functions and their repre-

4hFor a discussion of these problems, see Christopher Burns,
Inc., “The Economics of Information, ” contract report prepared
for OTA, 1985.

“Stan Besen, Econom”c Issues Relating to New Technol-
ogies and Intellectual Property, contract report prepared for
OTA, 1985, pp. 45-55.

and /formation

sensations. This blurring of the boundaries has
raised the question of what kind of intellectual
property protection is most appropriate for
these technologies and led to the establishment
of sui generis intellectual property legislation.

Computer software was one of the first of
11 e new information technologies to raise ques-
tions of this kind. Controversy surrounded the
issue of the copyrightability of computer soft-
ware since the mid- 1960s, when the Copyright
Office first began to register programs in their
object code form under its “rule of doubt. ”
Much of the controversy was rooted in the 1909
Supreme Court decision in White-Smith Pub-
lishing Co. v. Apollo Co., which held that a
player piano roll was not copyrightable since
it did not embody a system of notation that
could be read and, thus, was not a copy of a
musical composition but rather a part of a
device for mechanically performing music. Be-
cause program object code was said to resem-
ble a piano roll in its unperceptability, ques-
tions were raised as to whether it could be
copyrighted. After considerable controversy
and litigation, this issue was finally resolved
within the traditional intellectual property
scheme by including computer programs within
the domain of copyright protection.48

Unlike the case of computer software, the
question of how semiconductor chips might
best be protected was resolved not within the
framework of existing intellectual property
law, but rather with sui generis legislation. Un-
der traditional intellectual property law, the

“’The 1980 Amendments to the 1976 Copyright Act, for ex-
ample, specifically included computer programs, databases, and
works created by the use of computers within the realm of copy-
right protection. Many of the remaining issues were resolved
with the court case, Apple Computer Inc. v. Franklin Computer
Corp., in which the Third Circuit Court of Appeals held that
computer programs, whether in object or in source code, whether
written or embedded in ROM, and whether an applications pro-
gram or an operating systems program, are “literary works”
within the meaning of the 1976 Copyright Act, and hence sub-
ject to copyright protection.

This is not to say that there are no alternative views about
this decision. See, for example, Pamela Samuelson, “CONTU
Revisited The Case Against Copyright Protection for Computer
Programs in Machine-Readable Form, ” Duke Law Journal, No.
4, 1984.
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semiconductor chip was unprotected. Because
it was a utilitarian article, it did not fit within
the traditional concept of copyright. On the
other hand, the level of originality embodied
in a chip mask did not meet the standards re-
quired for patent protection. To provide pro-
tection for this new technology without under-
mining the integrity of the law and the
historical principles underlying the distinc-
tions between copyright and patent protection,
Congress created anew class of protection with
the passage of the Semiconductor Chip Pro-
tection Act of 1984. Although similar in many
respects to existing copyright law, it differs
insofar as it provides protection for only 10
years, requires mandatory registration, per-
mits reverse engineering, and excludes from
protection designs that are commonplace, sta-
ble, or familiar. Because the registration pro-
cedures resemble those for copyright, the
Copyright Office was given the responsibility
for administering the new law.

The organizational structure was established
to administer intellectual property law evolved
in accordance with the distinctions that had
been made between patent and copyright pro-
tection. To the extent that new technologies
require intellectual property protection that
falls outside of the traditional realms, they may
require significant institutional changes.

Growing Convergence of Intellectual
Property Issues With Other

International Issues

Historically, intellectual property laws and
practices in the United States developed with
little regard for what was taking place in the
rest of the world. For example, although many
other countries granted copyright protection
to foreign works or authors, the United States
withheld such rights throughout its first 100
years.49 And while other European states un-

“1t  was only in 1891, with the passage of the Chace  Inter-
national Copyright Act that the IJ nited States extended copyr-
ight relations to any nation found and proclaimed by the Presi-
dent to afford adequate protection to American works--subject,
as stated, to a domestic manufacturing requirement and \’ari-
ous unfamiliar forma lit ieq in this country.

dertook to regulate their copyright relations
multilaterally through the Berne Convention
of 1886, the United States continued until 1955
to act bilaterally in its intellectual property
dealings with foreign governments.50

Presently, however, the new technologies
have greatly increased the flow of information
and information products and services across
national boundaries, thus enhancing their
value in international trade. Because intellec-
tual property protection is needed to preserve
this value, intellectual property policy is in-
creasingly being brought to bear in matters
involving international trade policy. The Trade
and Tariff Act of 1984, for example, requires
that the protection of U.S. intellectual prop-
erty rights be one of the elements considered
in the renewal of the benefits of the general-
ized system of preferences (GSP). Similarly,
the Caribbean Basic Economic Recovery Act
of 1983 withholds foreign aid from those coun-
tries who fail to honor intellectual property
rights.

The growing importance of information
products and services has also linked intellec-
tual property policy with general matters of
international politics. Viewing information
technologies and information products and
services as a means to social and economic de-
velopment, many developing countries view
U.S. intellectual property policies as a barrier
to their own advancement.

To the extent that intellectual property is-
sues continue to converge with those of inter-
national trade and international politics, ques-
tions arise as to whether the present organi-
zational structure, designed to consider intel-
lectual property from a domestic frame of refer-
ence, is adequate or whether some more for-
mal coordination among agencies dealing with
international issues may be necessary.

‘“In 1955, the United States acceded  to the IJni\ersal  Cop~’-
right Convention {I-ICC). The UCC was created for- the express
purpose of bringing the United States into the international
copyright communit~’.  Negotiated and established under the
auspices of U h“E SC(), it prmrided a 4 ‘low bridge to the’ Berne
(’convention b~’ a combination of minimal substanti~e require-
ments and the super-cession of U.S. formalities b~ a simple “[JCC
notice’ consisting of the~ familiar ‘‘c’ inside a circle.
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Growing Convergence of Intellectual
Property Issues With Other
Information Policy Issues

The structure and the basic assumptions
underlying American intellectual property
laws and practices were designed when the
United States was an agrarian society, in which
communication and information use and ex-
change played relatively minor roles in society.
In this society, decisions about intellectual
property could be made relatively independ-
ently from other policy issues. For it was as-
sumed that, through the operation of the law,
social and economic goals would be jointly
served, thus maximizing the benefits to soci-
ety.51

Today, however, the role of information tech-
nologies and information products and serv-
ices have grown dramatically. These technol-
ogies and their applications are being used not
only by individuals to enrich their lives, and
by businesses to enhance their productivity;
they are also being used by governments as
a means to achieve major societal goals. For
example, the French Government likens the
growing connection of information-processing
and communication technologies throughout
the world to a change in “the entire nervous
system of social organization, ” and plans to
play a major role in their development, direct-

“lLeon Seltzer, Exemptions and Fair Use in Copyright: The
Exclusive Rights Tensions in 1976 Copyright Act (Cambridge,
MA: Harvard University Press, 1978), p. 12.

ing it to be consistent and supportive of the
Nation’s overall societal goals.52

[n the information society, such as it has
been envisioned, information and communica-
tion technologies will be more interdependent,
and intellectual property issues may increas-
ingly converge with other matters of infor-
mation policy-such as telecommunication pol-
icy or privacy policy .53 Anticipating such
connections, S. 786, a bill entitled the “Infor-
mation Age Commission Act of 1985, was re-
cently introduced into the Senate. If passed,
this legislation would establish a commission
to investigate comprehensively, issues relat-
ing to the information age, such as intellectual
property rights, computer education, computer
crime, and privacy.

To the extent that intellectual property is-
sues converge with other information policy-
related issues, the question is raised as to
whether the present set of intellectual prop-
erty institutions are capable of dealing with
these issues as they cut across one another.

52Simon Nora and A lain Mine, The Computerization of So-
ciety (Cambridge, MA: MIT Press, 1980).

%ee U.S. Congress, Office of Technology Assessment,
Cor~puter-Based  National Information Systems, Technology
and Public  Poh”cy Issues, September 1981, and OTA staff memo
ran,~um, lnstjtution~  options  for Addressing Information Pol-
icy [ssues: A Pdiminai-y Framework for Analyzing the Choices,
No~’ember  1983. For other discussions and characterizations
of the information society, see, for example, Susan Artandi,
“M m, Information, and Society: New Patterns of Interaction, ”
Journal of the American Society for Information Science, Jan-
uar:{  1979; and Daniel Bell, The Coming of Post-Industrial So-
ciet, v (New York: Basic Books, 1973).

IMPLICATIONS FOR FUTURE INSTITUTIONAL
ARRANGEMENTS FOR THE ADMINISTRATION OF

INTELLECTUAL PROPERTY RIGHTS

As described throughout this chapter, new No Action: Leave Major Decisions
technologies are placing considerable burdens to the Courts
on the Federal agencies responsible for admin-
istering intellectual property rights. To man- Congress, of course, does not have to act and
age these stresses, Congress has several op- might leave the agencies responsible for intel-
tions that it could pursue. These options range lectual property rights as they currently ex-
from leaving the agencies as they exist to com- ist. Although the intellectual property system
pletely restructuring them. would not experience devastating effects, the
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burdens would remain and would perhaps in-
crease over time with new technological devel-
opments. These burdens, moreover, would
most likely fall to the courts.

The ability of the courts to deal with the
emerging intellectual property issues will be
determined by several factors:

1. the increasing volume of intellectual prop-
erty legislation and the extent to which
it departs from traditional legal concepts;

2. the limited resources available to the
courts and the confining attributes of ad-
judication; and

3. the inadequacy and bias of adjudicative
information.

Volume of New Intellectual Property
Legislation and Novelty of Legal Issues

Compared to the relative stability of copy-
right law during the 66 years which elapsed
from the enactment of the 1909 Copyright Act
to the 1976 Revision of the copyright law, legis-
lative activity on intellectual property issues
has increased significantly during the last 10
years. Altogether 54 bills dealing with new in-
tellectual property issues were introduced in
the 98th Congress, 1983-85.54 The Software
Copyright Act of 1980, for example, amended
Section 117 of the 1976 act to allow for the
copyrightability of computer programs with-
out specifically enumerating computer pro-
grams.55 Another 4 years later the Semicon-
ductor Chip Protection Act of 1984 established
an entirely new class of protection for an in-
formation technology that does not fit com-
fortably into either the patent or copyright cat-
egories of traditional intellectual property
law.56 Additional legislation dealing with such
diverse new technology subjects as commer-
cial lending rights, home taping, cable copy-
right, aspects of the operation of the Copyright

““OTA staff memorandum, Feb. 26, 1985; and American Bar
Association, 8th Annual Copyright Law Conference, Washing-
ton, DC, Mar. 7, 1985.

“Jon Baumgarten, “Copyright and Computer Software,
Databases, and Chip Technology, ” Proceedings, 8th Annual
Copyright Law Conference, Washington, DC, Mar. 7, 1985, p.
289.

‘Public Law 98-620, November 1984.

Royalty Tribunal, the compensation of copy-
right owners through royalty payments, “work-
for-hire, ” or computer software piracy and
counterfeiting has been enacted or is under con-
sideration. This volume of new legislation is
matched by the novelty of some of the major
issues raised by it. For example, the protec-
tion of software under copyright law raises a
number of definitional problems that call for
the interpretation of statutory language and
its application to new technological and scien-
tific processes.

Because some of the legislation on new in-
tellectual property reflects a tendency to estab-
lish regulatory policies and institutions, courts
will find themselves in the familiar-but never-
theless burdensome—position of having to re-
view a host of administrative law issues aris-
ing out of administrative rules concerning
licensing or the mechanics of copyright regis-
tration.57 As the Copyright Office becomes the
central institution responsible for copyright
registration and administration, courts will
have to resolve issues of regulatory policy.58

To the extent that registration of computer
programs and computerized databases will ne-
cessitate the adoption of new procedures and
policies by the Copyright Office, that agency’s
substantive decisions and rulemaking process
are likely to be subject to extensive challenges
before the courts.

Unavoidably, enforcement of copyright in
computer programs will involve courts in ad-
judication over the enforcement process itself.
Since it is likely that computer copyright pro-
tections will be less self-executing than tradi-
tional copyright, new enforcement schemes will
become necessary for the application of civil

—
‘“Inclusion of object–or machine–code within the reach of

copyright protection under the Act raises novel questions about
the existence of a prerequisite of human interaction with
copyrightable material. It poses the problem of how to recon-
cile the fact that computer programs can be published with the
fact that they can-at the same time–be kept secret to protect
their commercial value. It demands distinctions between
“utilitarian” workers and those conveying information or dis-
playing an appearance.

‘“The Semiconductor Chip Protection Act of 1984, Public
Law 98-620, though not applying copyright protections, makes
the Copyright Office responsible for registration and deposit
of semiconductor chip design (mask works).
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or possibly criminal sanctions.” Investigations
of suspected infringement will affect areas pro-
tected by privacy expectations and fourth
amendment guarantees and are likely to come
within the reach of first amendment protec-
tions. Computer crime legislation-like that
enacted at the end of the last Congress-has
already been criticized by the U.S. Department
of Justice as too difficult to enforce.

Judicial Resources and Capacity: Attributes
of Adjudication

The capacity of the Federal courts to deal
with a significant increase in their workload
on a complex new subject is circumscribed by
the limited resources of the courts, already
short on machinery and staff, and already
struggling with a growing backlog of cases.

In addition to the purely quantitative prob-
lems it poses, the increasing volume of litiga-
tion over new intellectual property rights raises
substantive questions of how well the special
attributes of the adjudicatory process are
suited to this task. Courts will have to decide
copyright questions in the context of imper-
fect information about the course of techno-
logical change, of doubt over the economic con-
sequences of the allocation of new proprietary
rights in information technology, of lack of
public support or understanding, and in the
absence of comprehensive legislative guidance.

Courts as Decisionmakers Without Control
Over Their Agenda. The very fact that courts
do not control their own agenda explains why
the judiciary is sought after as a decision-
making institution and why its decisions may
at the same time be unsatisfactory from a large
policy perspective. As long as legal questions
are presented in the right form and forum and
at the right time—conditions of adjudication
defined with precision in advance-they will

“Imposition of criminal penalties for software piracy intro-
duces difficult factual problems about intent and innocent in-
fringement. Legislators themselves are concerned over the civil
liberties implications of criminal laws which grant “broad Fed-
eral jurisdiction that permits Federal agents to traipse about
with impunity in the data banks of individuals and corpora-
tions.” In addition computer crime legislation is likely to raise
Federal-State jurisdictional issues.

get answers. Answers are justified by refer-
ence to evidence, reasoning and legal doctrine.
Once the judicial process has been set in mo-
tion, decisions must be made.

Yet from a larger policy perspective the ac-
cessibility of the judicial process may be a
liability. Since judges must respond to com-
plaints and reach decisions one case at a time,
they cannot devise a coherent program or pol-
icy: they cannot await congressional action,
they cannot ask for legislative clarification of
unclear language, they cannot anticipate the
course of future action even where evidence
indicates that the course of events will under-
mine the basis of their decision.60

Because accessibility to particular courts is
random, determined by jurisdictional rules and
idiosyncratic characteristics of an individual
litigant residence or business operation, and
because courts are generally not specialized
according to subject matter, different courts
in different regions of the country may deal
with the same legal question at the same time
without a method of coordination and consoli-
dation. Until the Supreme Court chooses to de-
cide between contradictory or conflicting lower
court outcomes in such cases, inconsistent
practices maybe pursued in different areas or
by different computer industries during the not
inconsiderable period of time which may elapse
before a “unifying” Supreme Court decision
is reached.

Judicial passivity precludes courts from
influencing-much less re-directing—policy de-
velopments questionable on legal or constitu-
tional grounds, if no litigants come forward
to challenge such policy. Thus the copyright-
ability of machine-readable forms of computer
programs became established policy despite
the fact that the Copyright Office had profound
questions about the statutory and constitu-

‘% 1979, after the CONTU Final Report had been issued
but before the Report recommendations had been enacted by
the 1980 Software Amendments, one court applied the 1909
Act to hold that machine-readable versions of computer pro-
grams were not copyrightable subject matters. There was no
way a court, equipped to see only the past, could have decided
that case by reference to legislative action yet to come, no mat-
ter how certain or how soon.
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tional validity of the practice, when it first be-
gan to register computer programs under its
“rule of doubt” in 1964.61 From a policy per-
spective the nonsystematic invocation of ju-
dicial controls not only allows procedures and
policies of doubtful legal validity to continue,
but also judicial silence may serve as a signal
of approval when, in fact, courts did not have
the occasion for judgment.

Inadequacy of Adjudicative Information

Among the resources at the disposal of in-
stitutions explicitly designed to make social
policy is the availability of expert or special-
ized knowledge, of procedures for the evalua-
tion of alternative strategies or policies and
of studies projecting the consequences of alter-
native choices. Courts lack most of these re-
sources.

Judicial Expertise. Judges are not experts,
they are generalists par excellence.62 They are,
by and large, “lawyer-generalists” before their
appointment and must remain so to serve fun-
damental goals of equality and neutrality
within the legal system. To discourage judge-
shopping, cases are assigned on a random ba-
sis. Sitting alone in courts of general jurisdic-
tion district judges must be prepared for any
subject matter. While appellate courts oper-
ate as collegial bodies, the continuous re-
assignment to different panels provides little
opportunity for a lasting division of labor or
the development of expertise. Yet while the
generalist judge is an essential-even neces-
sary-part of the legal system, the lack of
expert knowledge and specialization leaves
judges unprepared for dealing with matters
calling for expertise and skills in particular
fields. In part, the difficulty stems from the
scale and complexity of technical issues. In
part, it results from the fact that judges have
to deal with cases quite isolated from their

‘‘CarY, “Copyright Registration and Computer Programs, ”
Bulletin of tie C~p.Vrig~t  Society, vol. 11. ‘No. 362, ~964.

“Grossman, “Socml Backgrounds and Judicial Decision-
making, Harvard Law Review, vol. 79, No. 1551, 1966, and Carp
and Wheeler, “Sink or Swim: The Socialization of a Federal Dis-
trict Judge, ” Journal of Public Law, vol. 29, No. 359, 1972.

larger context and on the basis of nonprob-
abilistic legal reasoning. Both factors create
gaps in decisions and make them uncertain
guides for the policies they inevitably build.

The tension between the conflicting needs
of the judicial system for generalists able to
address all subjects and specialists with par-
ticular subject expertise could, in theory, be
resolved by providing judges with informa-
tional resources which would allow them to be-
come sufficiently expert to deal with new is-
sues as they arise. A good argument can be
made, however, that the adjudicatory process
does not serve that need.

The Informational Bias of the Adjudicatory
Process. From a policy perspective information
produced in the course of adjudication is par-
tial in the dual sense that it is both incomplete
and biased. Information is incomplete and frag-
mented, because the judicial focus tends to be
delineated by the issues which the litigants
choose to raise.63 Litigation over the copyright-
ability of computer programs has produced ju-
dicial decisions which holds as a matter of stat-
utory interpretation that communication with
a human audience is no longer required under
copyright law64 without, however, dealing at
the same time with the constitutional impli-
cations of the nondisclosure which results from
registration of machine-readable programs
only.65

Adjudication does not provide mechanisms
for routine feedback on the consequences of
decisions and it provides only limited oppor-
tunities for locating specific issues in their
broader social context. The judicial process
makes little or no provision for reviewing the
consequences of decisions. The contrast be-

“In the controversy over the patentability of living micro-
organisms legal arguments focused on the intended coverage
of the patent laws and the distinction between a living organ-
ism and an invention, but not on the consequences of extend-
ing the concept of proprietary rights to the creation and com-
mercial use of new life forms.

“Apple Computer, Inc. v. Franklin Computer Corp., 714
F.2d 1240, 1247-48, 3d Circuit, 1983.

“Pamela Samuelson, “CONTU Revisited: The Case Against
Copyright Protection for Computer Programs in Machine Read-
able Form, ” reprinted from Duke Law Journal, No. 4, 1984, pp.
705-712.
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tween the intensive examination of antecedent
facts and the near total neglect of subsequent
or consequential facts—i.e., the impact of a de-
cision on economic, social, or scientific behavior
and developments, is striking. Judges have no
mechanism for assessing what the conse-
quences of keeping source codes secret are for
that free flow of information which courts have
in the past always found to be essential in or-
der to promote the Progress of Science and the
Useful Arts."66

Information is biased in the sense that the
adversary process subjects virtually all of the
information brought before a court to the serv-
ice of stakeholders. Not all interest groups with
stakes in the outcome of a particular case are
represented and those interests which are rep-
resented are not necessarily balanced in the
resources they can bring to bear on litigation.
Although conclusive data are not available, it
is clear that lawsuits over software copyright
are almost elusively fought between cor-
porate interests; so far neither individuals–
as creators or consumers—nor other public or
private entities representing nonproprietary
public interests have played a role in the deci-
sive cases. The litigation pattern thus reflects
the early prominence of major corporations in
the registration of computer programs.67

Confining Conditions of Judicial Decisionmaking

The rapid rate and complexity of technologi-
cal change aggravate the inherent liabilities
of the judicial process and may make intellec-
tual property law issues less manageable for
the courts and may, by extension, make the
outcome more counterproductive from a sci-
ence and social policy perspective. It is in this
sense that superimposing technological infor-

“%ee for example, Graham v. John Deere  Co., 383 U.S. 1 at
5-6, 1965.

“Between 1964 and 1976, 1205 programs were registered
with the Copyright Office; 971 or 80 percent were owned by
corporations-IBM and Borroughs  Corp, Hersey disent, Na-
tional Commision on Technological Uses of Copyrighted Works
(CONTU), Final Report (Washington, DC: Library of Congress,
1978).

mation policy issues on judicial institutions
primarily structured to decide individual cases
in the context of traditional intellectual prop-
erty law may prove detrimental to both the
courts and those with large stakes in litiga-
tion over these issues. Future changes in in-
formation and communication technology are
likely to leave courts perpetually a step behind
the task they must perform.

Encourage the Use of
Collecting Societies

Congress might also encourage the
collecting societies to deal with some

use of
of the

institutional problems presented by new tech-
nologies. A number of indicators suggest that
collecting societies have been quite success-
ful in meeting their goals. The longevity of the
musical performing rights societies, and the
modeling of other collecting societies after
them, suggest that both users and creators
have been generally satisfied with their per-
formance over time. Collecting societies have
also increased the size of their repertories, the
number of users, and the amount of revenues
over the years.

68 Decreasing operating costs
and increasing efficiency further indicate that
collecting societies are accomplishing their
stated objective of reducing transactional costs
for both users and creators.69

‘Whe combined annual collections of ASCAP, BMI, and
SESAC, for example, grew from $13.5 million in 1946 to $190.5
millifm in 1976. BMI reports an annual increase in their reper-
toire of approximately 100,000 and an increase in revenues from
$53.1 million in 1975 to $150 million in 1984. In the year 1984-
85, the number of writer members has increased from 43,000
to 45,000 and the number of publisher members increased from
25,000 to 26,000. Although the CCC and AGIOCA are both too
new to determine such overall trends, both currently report in-
creases in the participation of users and proprietors. Leonard
Feist, An Introduction to Popular Music Publishing in Amer-
ica (N-ew York: National Music Publishers Association, Inc.,
1980), p. 59; and discussions with BMI representatives, March
1985.

“BMI,  for example, decreased its operating costs from 19
percent of total revenues in 1975 to 15 percent in 1985. Collect-
ing societies have been able to lower the cost per transaction
in part because an increasing number of users and creators are
using their services. The major factor in lowering costs, how-
ever, has been the introduction of information technology, now
used at various points in their operations.
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Although successful and effective in many
ways, collecting societies also have problems
that could limit their usefulness as a model for
a broader range of information market situa-
tions. In particular, because collecting socie-
ties administer the rights for many creative
works, they have been accused of monopolizing
the markets and exercising unreasonable re-
straint on trade. These concerns have prompted
antitrust suits; since 1941, both ASCAP and
BMI have been operating under consent de-
crees.70 In addition, problems of developing
sufficient transactional volume to efficiently
collect and disburse funds, and problems of
equitable representation of members with dis-
parate claims to compensation have plagued
their otherwise smooth and effective opera-
tion.71

During the congressional hearings that led
to the 1976 revision of the U.S. copyright law,
many discussions focused on how new tech-
nologies undermine copyright owners rights.
The enormous difficulties these technologies
created for both users seeking licenses and cre-
ators seeking remuneration for their works
were usually cited as the basis for establish-
ing broader exemptions or conditions in the
new legislation. As an alternative, many of the

“ In 1941. the antitrust division of the Department of Jus-
tice filed a civil complaint against ASCAP charging the organi-
zation with violations of the Sherman Act. The result was a
consent decree that significantly altered three components of
A .SCA  P‘s operations. First, .4 SC A P was prohibited from dis-
criminating against similarl~’  situated licenses. This order was
prompted by the society’s practice of withholding certain mu-
sic in an attempt to extract higher fees. Second, the consent
decree prohibited ASCAP from acquiring exclusive rights to
license members’ performance rights. Third, ASCAP was re-
quired to offer other licenses in addition to blanket licenses.

The consent decree was amended in 1950 following numer-
ous problems with license terms, membership restrictions, and
uneven royalty distribution, as well as new problems arising
from motion pictures and television. Among other things, these
amendments gave users more options, set up procedures to han-
dle fee disputes, and established more objective criteria for dis-
tributing royalties. More amendments followed in the 1960s.

‘Collecting societies have been criticized by some copyright
holders who feel that the distribution of royafties is often un-
fairly biased in favor of a few very popular and powerful mem-
bers, Because of alleged inequities in the us~sampling  or royalty-
calculation methods, some believe they are inadequately repre-
sented in the bargaining process. Economies of scale enjoyed
by large, powerful societies serve as effective barriers to weaker
creat,ors’  formation of competing collecting organizations.
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participants in their 1976 hearing process pro-
posed that a collective approach might be fea-
sible for literary works and other types of
intellectual property where reprographic, per-
formance, and recording rights were becom-
ing more relevant in light of new technologies.72

As new information and communication tech-
nologies give rise to new creative works and
new uses of traditional creative works, simi-
lar difficulties will arise for both users and cre-
ators. For example, amplification of distant
signals and their distribution by cable to users,
or the distribution of computer programs via
videotex systems to users, will increase the ac-
cess, distribution, and use, of creative works,
thus creating enforcement problems and larger
transactional costs. Given these new chal-
lenges to the administration of intellectual
property rights, collecting societies may be one
alternative to institutional problems posed by
new technologies.

Strengthen and Increase the
Responsibilities of Existing Agencies

Strengthening the capabilities of the current
agencies involved with intellectual property
rights is another option that Congress might
consider. The Patent and Trademark Office,
the Copyright Office, and the Copyright Roy-
alty Tribunal could each be given additional
resources for research and policy planning, and
the authority to regulate and adjudicate. Other
agencies’ responsibilities for intellectual prop-
erty rights could be strengthened and made
more explicit. For example, creating a position
of Assistant Secretary for Intellectual Prop-
erty Right within the Office of the U.S. Trade
Representative, could provide a higher level
of attention to this aspect of international
trade, within the U.S. Government and in ne-
gotiations with other nations.

“’Leonard Feist, An Introduction to Popular Music Publish-
ing in America (New York: National Music Publishers Associa-
tion, Inc., 1980), pp. 56-57.
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Establish a Central Federal Intellectual
Property Agency

To comprehensively address the new institu-
tional needs, Congress might consider restruc-
turing the institutional arrangements for in-
tellectual property rights. Congress could, for
example, establish a new Federal agency that
would administer all aspects of intellectual
property rights. Given the new institutional
needs, this central intellectual property agency
could assume the following responsibilities:

all of the current responsibilities of the
Copyright Office, the Patent Office, the
Copyright Royalty Tribunal, and other
agencies that are involved with intellec-
tual property rights (this would exclude,
however, the deposit function of the Copy-
right Office which would remain with the
Library of Congress);
rule-making and determination of rates
such as compulsory license fees and dis-
tribution percentages as required by legis-
lative mandates;
standard administrative adjudicatory
functions (similar to those of other gov-
ernment agencies) where preliminary dis-
putes involving patent, copyright, and sui
generis protections, licensing fees, distri-
bution percentages, etc., could be resolved;
administration of all sui generis protec-
tion schemes that fall between copyright
and patent protection;
development of international policy posi-
tions and representation of the United
States at all international intellectual
property rights negotiations and con-
ferences;
collection and analysis of information on
markets and damages, solicitation and
analysis of industry viewpoints, and solic-
itation and analysis of the public’s views
and evaluation of their access to informa-
tion products and services;
policy planning and research on techno-
logical developments and their effects on
the intellectual property system; and
advice to Congress on developments in in-
tellectual property and suggest legislation
as needed.

This central agency would be particularly ef-
fective in implementing any short-term solu-
tions that Congress might choose to address
current intellectual property issues. It could,
moreover, plan and oversee any longer term
solutions that Congress might wish to select.
In addition to relieving many of the stresses
on the Federal institutions, such an agency
would also alleviate many of the continual pres-
sures due to rapid technological change cur-
rently facing both Congress and the courts.

On the other hand, centralizing responsibil-
ities might also have negative impacts. Many
government agencies, for example, currently
rely on the proximity of the intellectual prop-
erty rights agencies for needed information and
expertise. Consolidating the responsibilities for
intellectual property rights under one agency,
therefore, could deprive other parts of the U.S.
Government direct access to needed informa-
tion to carry out their functions. The intellec-
tual property agencies, moreover, would be
deprived of direct access not only to adminis-
trative support but to other areas of expertise,
such as international affairs and trade.

Considerations for the Choices of
Institutional Arrangements

Before considering institutional arrange-
ments for the administration of rights, Con-
gress must first make overall decisions about
the intellectual property system itself. For as
this report has shown, institutional arrange-
ments must reflect the goals they are designed
to promote. Congress, therefore, must deter-
mine which goals it wishes to promote, which
laws and practices to establish, and how to bal-
ance competing interests in light of the effects
of new technological developments. It must
also determine whether the role of government
in the intellectual property system should be
regulatory or nonregulatory. Only after such
decisions are made, can Congress begin to
construct institutional arrangements for the
administration of intellectual property rights.


