STUDY UNIT 5
INTELLECTUAL PROPERTY AND FRANCHISING

INTRODUCTION

· Purpose is to explain the general principles underlying intellectual property law and to give you a brief background on the study of intellectual property law
· Will encounter the principles of the law of copyright, law of patents, law of trademarks and franchising

· General principles are explained and specific examples are discussed

· Idea is that intellectual(intel) property (some or other product of man’s mind) is naturally owned by the person who creates it and that appropriation without compensation by another is wrongful

· Various branches – copyright, law, trade marks, design

THE LAW OF COPYRIGHT

Copyright may b defined as that right which vests in the copyright holder in relation to an original work and which enables him or her to prevent the unsolicited copying of this work
Works protected by copyright

Literary Works

Includes the following, irrespective of quality or in whatever mode or form expressed:
· Novels, stories, poetical works

· Dramatic works, stage directions, cinematograph film scenarios and broadcasting scripts

· Textbooks, treatises, histories, biographies, essays, articles

· Encyclopaedias, dictionaries

· Lectures, speeches, sermons

· Tables, compilations

For literary work to qualify, don’t need to have literary merit and need not b in written form, but must b reduced to some material form

Musical Works

· Work consisting of music, exclusive of any words or action intended to b sung, spoken or performed with the music

· Words or actions intended to b sung, spoken or performed with the music enjoy copyright under literary works and are specifically excluded here

Artistic Works

Includes, irrespective of quality:

· Paintings, sculptures, drawings(incl technical nature, diagram, map, chart, plan), engravings, photographs

· Works of architecture being either buildings or models of buildings

· Works of craftsmanship

Cinematograph Films

· Means any fixation or storage by any means whatsoever on film or any other material of data, signals or a sequence of images capable, when used in conjunction with any other mechanical, electronic or other device, of being seen as a moving picture and of reproduction, and includes the sounds embodied in a soundtrack associated with the film, but doesn’t include a computer program
· Video recordings

· Video games

· Recordings of film soundtracks

· But photograph from a film fall under the def of photograph and are viewed as artistic works, while the film screenplay will b literary work and b protected separately as such

Sound Recordings

· Means any fixation or storage of sounds, or data or signals representing sounds, capable of being reproduced, but doesn’t include a soundtrack associated with a cinematograph film

· Lyrics will enjoy protection as literary works, while musical score will b protected as musical work

Broadcasts and program-carrying signals

· A broadcast is a telecommunication service of transmissions consisting of sounds, images, signs or signals which:
· Takes place by means of electromagnetic waves of frequencies of lower than 3000 GHz transmitted in space without an artificial conductor

· Is intended for reception by the public or sections of the public

· Includes emitting of program-carrying signals to a satellite

· A program-carrying signal means a signal embodying a program which is emitted and passes through a satellite

Published editions

· Is the first print by whatever process of a particular typographical arrangement of a literary or musical work
· This copyright exists in addition to any protection as literary or musical work

Computer Programs

· Is a set of instructions fixed or stored in any manner and which, when used directly or indirectly in a computer, directs its operation to bring about a result

The requirements for existence of copyright in a work
· 2 req must b met before work enjoys copyright, namely – inherent and formal req
· Inherent – relate to work in question itself

· Formal – relate to person of the author and to whether the work was first made in RSA

· Originality refers – to the original skills and labour of the author in executing the work.  Doesn’t necessarily follow that author’s thoughts were original.  Thus if 2 authors work independently and arrive at same result, ea may obtain protection for his result which is accorded to an original copyright work

· Since work must emanate form the author himself in order to b original, it doesn’t mean that work emanate in its entirety form author and that no use may b made of existing subject-matter.  Simply means that If use is made of subject matter , the work must b more than a slavish copy of such subject matter

Duration of Copyright

· Generally copyrights is conferred for a period of 50 years, but the moment when the period of 50 years start running differs from work to work
· Literary, musical, artistic – copyright is conferred during the life of the author and for a period of 50 years from the end of the year in which the author dies

· For other works – copyright exists for 50 years from the end of the year in which the work is made available to the public with the consent of the owner of the copyright or is first published.

Infringement of Copyright

· Infring of copyr in a work may b either direct or indirect
· Direct – when a person who is not owner of copyr, without permission of owner, does or causes any other person to do any act which the owner has the exclusive right to do or to authorise

· Ex. the owner of copyr in literary or musical work has exclusive right to do following:
- reproduce, publish, perform in public, broadcast, make an adaptation of the work

· Direct infring thus take place if work is reproduced without permission and none of statutory defences are applicabl

· Indirect – when person, with quilty knowledge, permits another to infringe the copyr in a work

· Ex. person photocopies a literary work with consent of copyr holder.  Copy is made on photocopier belonging to person’s employer, who permits the copy to b made.  Person making copy is directly infringing and employer allowing it is indirectly infringing it.

Statutory Defences to Infringement

· Number of defences exist irt various categories of works
· Person will not infringe copyr in a work, even if an act prima facie amounts to an infringement, if one of these defences can b raised.

· Ex. copyr is not infringed by any fair dealing with a literary or musical work

· Thus if person reproduces part of a work for the purposes of research or pvt study, copyr isn’t infringed.
but if whole or substantial portion is reproduced, will b infringed, coz not fair dealing anymore

· Also if make a copy of computer program for purpose of back, then not infringemenet

Remedies for Infringement

· Copyright can b a criminal offence and can have criminal liability
· Following civil-law remedies also available:
- Interdict
- Damages or a reasonable royalty which would have been payable by a licensee
- Delivery of infringing copies, or plates used or intended to b used for infringing copies
- Additional damages

THE LAW OF PATENTS
· Concerns the right of an inventor to make, use and sell his invention for a limited period, provided that full disclosure of the invention is made
· This right is granted by the State to a person for a set period ito the Patents Act 57 of 1978

· Can b granted for any new invention which involves an inventive step and which is capable of being used or applied in trade or industry or agriculture

· Following are not considered inventions and cant b patented:
- a discovery
- scientific theory
-mathematical method
- literary, dramatic, musical or artistic work or other aesthetic creation 
- scheme, rule, method to do mental act, playing game or doing buss
- program for a comp
- presentation of info

· Patent wont b granted for any invention the use of which would b generally expected to encourage offensive or immoral behaviour

· Not b granted for any animal/plant, or for method of treatment of human/animal body by surgery, therapy 

Requirements for Patentability

The invention must:

· Be new

· Involve an inventive step

· Be capable of use or application in trade, industry or agriculture

Novelty

· Will b new if not form part of the state of the art immediately before the priority date of any claim to that invention
· “state of art” comprises all matter which has been made available to the public worldwide by written/oral description, by use or in any other way and the priority date is normally the date on which the patenet application was filed at the Patents Office
· To ascertain whether or not an invention is new, the invention must b compared to the state of the art as it existed immediately prior to the priority date of the invention

· If a substantial difference between between the two, the invention will b regarded as new

· But if no difference between the two, the invention will not b regarded as new

Inventive Step

· An invention must also involve an inventive step
· Such a step will b deemed to exist if its not obvious to a person skilled in the art, having regard to any matter which formed part of the state of the art immediately before the priority date of the invention

· To determine this, a court will ask 4 questions:
- what is the alleged inventive step
- what was the relevant state of the art at the priority date?
- how does the inventive step differ from the state of the art
- bearing this diff in mind, would an expert regards the inventive step as obvious?

Utility

· Must b capable of being used or applied in trade, industry or agriculture

· Thus it must b useful, must b effective to produce the results aimed at as set out in the patent specification

Application Procedure
· Inventor doesn’t have patent in his invention merely by creating it
· Has to file an application at the Patent Office that complies with the procedural req for applying for a patent

· App form has to for ex. have provisional specs or a complete spec of the patent, and contain an address to which all notices and comm. May b sent
· If Registrar is satisfied that formal req have been met, he will accept the app, after which it is advertised and then granted

The Effect and Duration of a Patent

· Effect of patent is to grant to the patentee in the RSA, for the duration of the patent, the right to exclude other persons form making, using, exercising, disposing or offering to dispose of, or importing the invention, so that he shall have and enjoy the whole profit and advantage accruing by reason of the invention
· Thus grant to the patentee a statutory monopoly which applies to RSA

· Applications have to b filed in ea country where protection is required

· Lasts for a maximum of 20 years form the date of app

· Subject to payment of yearly renewal fees

· If 3rd party objects to grant of patent, he can apply for revocation of patent on various specified grounds

Infringement of a Patent
· Where a person makes, uses, exercises, disposes or offers to dispose of, or import the invention, without authority of patentee
· To see if infringement happened, court must have full patent specs

Remedies for Infringement

· An interdict

· Delivery up of any infringing product or any article or product of which the infringing product forms an inseparable part

· Damages, or an amount calculated on the basis of a reasonable royalty

THE LAW OF TRADE MARKS
· Trade Mark (TM) is mark used by person in relation to goods/services for purpose of distinguishing those goods/services from the same kind of goods/services connected in the course of trade with other persons
· TM means any sign capable of being represented graphically, including a device, name, signature, word, letter, numeral, shape, configuration, pattern, ornamentation, colour or container for goods or any combination of the aforementioned

· TM Act 194 of 1993 provides for establishment of TM office, all applications thereof

· Classifications system exists which comprises 45 diff goods/services classes

Requirements for Registration

Capable of distinguishing
· TM must b able of distinguishing goods iro which it is registered, from goods of other persons
· If its inherently capable of distinguishing or its capable of distinguishing by reason of prior use thereof

· When assessing, account for usages and circumstances in marketplace and also nature of product and purpose for which its used

· Marks can also, through use, become capable of distinguishing ex. Sunlight

· Can also loose TM when we use TM as the name for the product, ex. Aspirin or Cellophane

Restrictions on Registration

· Some TM cant b registered

· Long list on pg 284, just read the list to b able to identify it, but don’t have to b able to list it.

Effect and Duration of Registration of Trade Mark

· Is to grant proprietor a statutory monopoly which gives him the right to use the TM in relation to the goods iro which its registered and to prevent other persons from using or registering the TM or a confusingly similar mark irt same/similar goods
· Duration is 10 years, but on certain conditions may b renewed from time to time for indefinite period

· Proprietor of TM can also license others to use TM, provided he maintains some sort of control over such use.

Infringement of a Trade Mark
Rights acquired by a TM will b infringed by:

· Unauthorised use in course of trade irt goods iro which TM is registered, of an identical mark of a mark so nearly resembling it as to b likely to deceive or cause confusion

· Unauthorised use of mark which is identical/similar to TM, in course of trade ir goods which are so similar to goods iro which tm is registered, that in such use there exists the likelihood of deception or confusion

· Unauthorised use in course of trade irt any goods of mark which is identical/similar to TM registered, if such trade mark is well know in RSA and use of mark would b likely to take unfair advantage of, or b detrimental to, the distinctive character or the repute of registered TM, notwithstanding the absence of confusion/deception

· Protection is also given to well-known foreign TM that aren’t registered in RSA.  If sufficiently well-known, they cant b used or registered in RSA by anyone else. Ex. McDonalds and Coca-Cola

Acts which don’t constitute infringements

· Bona fide use by a person of his own name, name of his place of buss, name of any of his predecessors in buss, or the name of any such predecessor’s place of buss

· Use by any person of any bona fide description or indication of the kind, quality, quantity, intended purpose, value, geographical origin or other characteristics of his goods or services

· Bona fide use of TM irt goods where its reasonable to indicate the intended purpose of the goods, incl spare parts and accessories

· Importation, distribution of goods to which TM has been applied by or with consent of proprietor thereof

· Other bona fide use or use of utilitarian features contained in a registered TM

Remedies for infringement

· An interdict
· An order for removal of the infringing mark form all material, and if infringing mark is inseparable or incapable of being removed from the material, an order that such material b delivered up to the proprietor

· Damages or a reasonable royalty which would have been payable by a licensee for the use of the TM concerned

INDUSTRIAL DESIGN LAW
· Industrial design is the ornamental or aesthetic aspect of a useful article – the shape of a knife handle or the patterns woven into a towel

· The Designs Act distinguishes between functional and aesthetic designs and imposes diff requirements for each

Requirements for Registration

· Aesthetic design – any design applied to any article, whether for the pattern/configuration/ornamentation thereof, having features which appeal to and are judged solely by the eye, irrespective of the aesthetic quality thereof
· Aesthetic design must be:
- new
-original
-intended to b multiplied by an industrial process

· Functional design – design applied to any article, whether for patter/shape/configuration thereof, having features which are necessitated by function which the article which the design is applied, is to perform.

· Must be:
-new
-not commonplace in art in question
-intended to b multiplied by an industrial process

Novelty

· Deemed to b new if its diff from or if don’t form part of state of art 

· State of art includes:
- all matter made available to public by written description, by use, or any other way
- all matter contained in RSA design app/registration

Originality/Not Commonplace

· Our court has not had opportunity to consider the distinction between the two

Duplication

· Must b intended to b multiplied by any industrial process

Effects and Duration of Registration of a Design

· Grant registered proprietor the right to exclude others form making, importing, using, or disposing of any article, embodying the design or a similar design, that’s included in class in which design is registered
· Duration of aesthetic is 15 years and functional is 10 years

· Period cant b renewed or extended

Infringement and remedies

Infring. When unauthorised person manufactures, uses, imports or disposes of an article containing the design that falls into class for which design is registered
Test for infring is purely visual

Remedies:

· An interdict

· Surrender of any infr product

· Damages or reasonable royalty which would have been payable by a licensee

RELATIONSHIP BETWEEN DIFF FORMS OF INTELLECTUAL PROPERTY PROTECTION

· 4 diff forms have been discussed and how does one decide which is correct form of protection?
· 1st step – look at object for shich protection is soudht

· 2nd step – does it comply with req of that protection

· 3rd step – one item may enjoy all 4 forms of protection

FRANCHISING

· Franchisee is permitted to carry on during period of the franchise a particular buss or buss system under, or using, a specified trade name which belongs to the franchisor
· Franchisee is permitted, to make use of intellectual property which belongs to the franchisor

· Franchisor is entitled to exercise continuing control over the manner in which the franchisee carries on buss which is subject of franchise

· Franchisor is obliged to provide the franchisee with assistance in carrying on buss 
· Apart from initial amount which must b paid when contr is concluded, the franchisee must also regularly pay the franchisor sums of money during period of franchise

Advantages of Franchising

· Advantage of both
· Gives franchisee advantage of already proven buss system for which franchisor provides all necessary training, advice, and support on an ongoing basis

· Franchisee usually receives complete operating manual on how to manage enterprise

· Franchisor gives franchisee all infor and training necessary for establishment and mng of franchise

· Franchisee is shielded form risks normally associated with establishing one’s own enterprise

· Franchisee gets ongoing product development and research which is usually undertaken by franchisor

· Ea franchisee in network adds goodwill to franchise

· Market share of franchisor grows without the need for making a large capital outlay, since expansion of franchise is funded by franchisees

· Gives franchisor a continuous supply of income through royalties paid by the franchisees

Content of Franchise Contract

· On the whole, its standard form contracts leaving little room for negotiations, due to need for internal uniformity and maintenance of set standards
Duties of Franchisor

· Franchisee needs to b successfully assimilated into franchise network
· In support of establishment of franchise, franchisor will assist franchisee in buying of stock and acquisition of services and equipment necessary for operation of franchise

· Gives training and provide same services and facilities as provided to the other franchises

· Provide continuous support services – marketing, buss system, advice

Duties of Franchisee

· Conduct buss strictly in accordance with operational manual
· Adhere to written specs and directions as may b laid down or given by franchisor form time to time

· Must conform with other franchises buss operated in accordance with buss system
· Obliged to undergo training by franchisor 

· Franchisee may not entice employees away from fellow franchisees, as its not in interest of development of franchise network

· Buss conducted from premises which were approved by franchisor.  Must b maintained in good and clean condition

· Req to observe minimum buss hours
· Not allowed to advertise or conduct promotional marketing without prior written approval of franchisor, but obliged to use and display franchisor’s point of sale, advertising, or promotional material

· Allow franchisor at all reasonable times to carry out such inspections or investigations which may b considered necessary for purpose of ascertaining whether provisions of agreement between them are complied with

Protection of Franchisor’s Intellectual Property
Although ito the licence granted by franchisor the franchisee obtains a right to use the intellectual property of franchisor, he doesn’t become its owner and is obliged to protect it

Restraints of trade on Franchisee and Franchisor

· Maintenance of standards and striving towards uniformity also require that franchise agreements contain terms which place restraints of trade on the franchisee
· Territorial restraints may b placed on franchisee
· Franchisee may b obliged o restrict the operation of the buss to certain premises or territories

· May b price restraints ito which franchisee obliged to supply franchise products at a prescribed price to public

· Can place restraints on franchisee with regard to products and sales

· May b obliged to buy products or other necessities form the franchisor or another supplier designated by franchisor
· Franchisee may b obliged to carry on buss only in certain products and services

· May also b provision ito which the franchisee isn’t allowed to change the nature of the commodities or services supplied, or the nature of buss system

· Tie-in agreem may b concluded  which means franchisor will supply particular necessary product to franchisee, only on condition that a certain req has been met, such as that the franchisee also buys another product form the franchisor

· Some may relate to right to advertise or competition

· Can also b restraints on franchisor, ex protect franchisee form competition and exclusive territory

· Franchisor may b obliged to not sell products cheaper products to competitors

Payment Obligations

· Initial payment to franchisor 
· Royalties payable periodically

· Could also include additional levies related to for instance marketing

Termination of Agreement

· May provide for termination of contr after fixed period or on death, insolvency, or incapacity of franchisee
· Must hand everything back to franchisor

· Usually oblige franchisees upon termination not to participate directly or indirectly in mng or control of buss which conducts buss in nature of or similar to franchises buss for certain period of time

· Cant disclose confidential or trade secrets.
