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I. Introduction

Intellectual property law governs who owns the physical output of the labour process as well as
ideas developed at the workplace. This area of law is an important part of our story of law’s
intersection with work. Consider, for example, the fantastic facts in the high-profile American
case recounted in Box 32.1, which is about the multi-million dollar battle between the owners
of Barbie dolls and Bratz dolls. An employee of Mattel, the company that owns Barbie, thought
up the Bratz doll concept while still employed by Mattel, even using spare Barbie and G.I. Joe
parts to develop a Bratz prototype in the Frankenstein tradition. He sold the Bratz design to a
competing company and Bratz entered the market as a competitor to Barbie. Who owns the
rights to Bratz dolls, the employee or Mattel? That case applied intellectual property laws (copy-
right and trademark laws, to be precise) to a battle over who owned the Bratz brand, but at its
core, it was a case about the interpretation of an employment contract. In this chapter, we
explore the various branches of intellectual property law through the lens of the law of work.
The chapter considers patents, copyright, industrial designs, trademarks, and trade secrets,
emphasizing how statutory and common law principles assign ownership of work.

* This chapter was authored by May Cheng, Sarah Goodwin, and Mark Bowman.The 2020 update to
this chapter was prepared with the assistance of Jaymie Maddox and Rama Panford-Walsh
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BOX 32.1 » TALKING WORK LAW

“Barbie v. Bratz”: The High-Stakes Battle over Ownership of an Employee’s
Work Under American Law

Bryant worked in the “Barbie Collectibles” department at toy 2. the Bratz doll did not infringe the copyright in the Bar-
maker Mattel, Inc., where he designed fashion and hairstyles bie doll, as “Mattel can’t claim a monopoly over fashion
for high-end Barbie dolls. Bryant’s employment contract stated dolls with a bratty look or attitude, or dolls sporting
that he gave all rights by assignment to Mattel for his inven- trendy clothes."*

tions created “at any time during [his] employment by [Mattel].”
Using the same know-how and creativity that he used at his
job, he developed sketches for a new doll, which would later
become known as Bratz. While still employed by Mattel, Bryant
pitched the Bratz doll to MGA Entertainment, one of Mattel’s
competitors. Bryant signed a consulting agreement with MGA,
then gave Mattel two weeks’ notice of his departure. During
this period, Bryant was already working with MGA to develop
Bratz dolls, even creating a Bratz doll prototype out of Barbie
and G.I. Joe parts. MGA kept Bryant’s involvement with the
Bratz project secret, but Mattel eventually found out. The result
was a flurry of lawsuits.

Mattel claimed that it was the rightful owner of Bryant’s
preliminary sketches and the prototype created on the job,
which it argued MGA's subsequent Bratz dolls copied. Mattel
also claimed that MGA wrongfully obtained the name Bratz,
which was conceived by Bryant and registered as a trademark,
and therefore the trademark should be transferred to Mattel.
A US jury found that Bryant granted an assignment of all his
creations in his employment agreement to his employer, Mat-
tel, and that the Bratz dolls, prototype, and sketches violated
the copyright in the Barbie doll. The jury found for Mattel on
every point and ordered the entire Bratz trademark portfolio
transferred to Mattel. Also, the court issued an interlocutory
injunction preventing MGA from manufacturing Bratz dolls
in future.

On appeal, the Court of Appeals overturned the decision
and sent the case back for a new trial. The Court of Appeals

The issue of whether Mattel as the employer or Bryant as
the employee owned the intellectual property rights to the
Bratz dolls was ultimately determined by reference to Bryant’s
employment contract through the lens of intellectual property
concepts. Millions of dollars were at stake. This case turned on
whether the employment agreement gave the employer all of
the rights to any original creations by an employee during
work hours. It illustrates that the question of ownership of
intellectual property can be complicated in employment
situations.

found the following: A Bratz and
a Barbie doll.
1. the jury was wrong to have concluded that Bryant’s Photograph
employment agreement assigned the rights in the ori- by May Cheng.
ginal dolls he created outside the scope of his employ-
ment with Mattel; and * Mattel, Inc. v. MGA Entertainment, Inc., 616 F.3d 904 (9th Cir. 2010).

Il. Mapping the Various Branches of Intellectual Property Law

A fundamental principle of intellectual property (IP) law is that no property exists in an idea.
Instead, intellectual property law protects the original expression of an idea in any material form.
It covers a variety of content, including an idea expressed in writing or an original creation set

interlocutory injunction: A temporary court order prohibiting conduct that is potentially unlawful until a decision is released
by the court on whether the conduct is unlawful. In this case, the activity is the manufacturing of the product in dispute.
intellectual property (IP) law: The area of law that governs the ownership of intangible assets such as original expressions of
novel ideas or creations and includes patents, copyright, industrial designs, and trademarks. Unlike tangible “real property” business
assets (land, buildings, computers, etc.), intellectual property assets are intangible but often more valuable than real property.
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out in an invention, literary or artistic work, ornamental design, or confidential method or pro-
cess (referred to as a trade secret). Intellectual property is generally understood to include pat-
ents, trademarks, industrial designs, and copyright. To these core intellectual property areas
we can add the common law rules that regulate the use of an employer’s trade secrets and
confidential business information. These are typically business assets other than “real property;’
such as physical assets like land, buildings, computers, desks, equipment, and supplies. Intel-
lectual property represents the intangible assets that are increasingly valuable to a business,
often even more valuable than the real property.

Distinguishing between the different forms of intellectual property can be difficult initially.
This chapter provides a detailed overview of the key types of intellectual property, which are
defined in Box 32.2.

BOX 32.2 » TALKING WORK LAW

Types of Intellectual Property

+ A patent is a government-issued monopoly right to copyright in her original sound recording, and an
make, sell, or use a novel, innovative, and useful inven- author owns the copyright in his written work.
tion. For example, Apple owns many patents for the « An industrial design is a government-granted exclusive
unique functionality and interface of its iPhone. right to make, sell, and use an ornamental feature,

A trademark is a unique identifier or brand used to dis- shape, or configuration of a useful article. For example,
tinguish one company’s products or services from the distinctive design of a fancy pair of eyeglasses or
those of another company. For example, Nike and Star- jewellery can be registered as an industrial design.
bucks are trademarks. - Atrade secret is a recipe, method, process, or know-how

- Copyright in an original work grants the owner an of a business that is confidential and not publicly known.
exclusive right to use, reproduce, sell, or perform the For example, KFC's secret mix of herbs and spices for
original artistic, literary, musical, photographic, or fried chicken and a company’s confidential list of cus-
other work. For example, a musician owns the tomers or clients are considered trade secrets.

Most intellectual property law is statutory and falls under federal jurisdiction by virtue of
section 91 of the Constitution Act, 1867, which assigns to the federal government authority over
“Patents of Invention and Discovery” and “Copyrights”! The key federal statutes in intellectual
property law are (1) the Patent Act,2 (2) the Industrial Design Act,? (3) the Trademarks Act,* and
(4) the Copyright Act.> As we will see, trademarks have common law and statutory protection
through the common law tort of “passing off” As you might expect, the involvement of various
statutory and common law rules makes intellectual property law rather complex. Our focus will
be limited to those areas of intellectual property law that directly affect the law of work.

Intellectual property laws are designed to provide exclusive rights and legal protection to the
owners of innovative, creative, and original works and inventions in exchange for disclosing and
sharing these works and inventions with the world. The government grants the owner of the

patent: A government-issued monopoly right to make, use, and sell the invention for a limited period of time (in Canada, for
20 years). To be eligible for a patent, an invention must be novel, innovative, and useful.

trademark: A distinctive sign, which can include a name, logo, colour, sound and scent, used to identify the services or goods
of a business or person from those of others, commonly referred to as a brand name.

industrial design: A distinctive and new shape, configuration, pattern, or feature applied to a useful article that is ornamental
and not functional.

copyright: A government-recognized right that confers on the owner or author of an original written, artistic, musical, photo-
graphic, or other work an exclusive right to use, reproduce, sell, or perform the work for an extended period of time (in Canada,
for the life of the author plus 50 years).

trade secret: A secret process, technique, or method that provides a competitive advantage.
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intellectual property a monopoly—or exclusive licence—to commercialize the work or invention
for a specific period of time. This period of monopoly is intended to allow the inventor or creator
the opportunity to recover research and development costs or to otherwise compensate the cre-
ator for sharing the work or invention with the world. The theory behind the monopoly on com-
mercialization is that it promotes innovation and creates an incentive to share technological and
medical advances for the benefit of all in the long run. Without a monopoly grant for a patent, for
instance, it is argued by many that inventors and businesses would not invest in making some im-
portant innovations or would keep their research secret rather than share it with the world.

Whether the law should grant monopoly protections has long been a matter of intense debate.
The most obvious example of the potential social harm that can come from granting monopoly
rights is the case of patented medications. For example, in recent years, the ethics and morality of
granting pharmaceutical companies a legal monopoly over HIV drugs was hotly debated. The
pharmaceutical companies invested millions of dollars in research and development to produce
drugs to fight HIV and obtained patents for their drugs. These patents prohibited competing
pharmaceutical companies from copying the HIV drugs. They also allowed the pharmaceutical
companies with the patented HIV drugs to price these medications at a level that was prohibitive
for most populations of developing countries where the HIV epidemic is greatest.6

Should the law recognize a monopoly right that prohibits other pharmaceutical companies
from producing HIV drugs if those medications could save lives? Clearly, HIV patients and their
families and communities would be better off if they had quick and affordable access to HIV
drugs. But proponents of intellectual property law argue that without intellectual property protec-
tions, a pharmaceutical company would not invest large amounts of money to pay the scientists
and many other costs necessary for medical research and development without a legal assurance
that it would be able to recoup its costs and earn a profit if and when a valuable drug is invented.

In the employment context, the most common issue of concern is who owns the product of an
employees labour. How the law answers this question provides us with insight into the legal
nature of the labour relationship. Should a worker own the product of his imagination, ingenuity,
and labour, or does the buyer of labour purchase this by virtue of the hiring contract? Sometimes
the answer is relatively straightforward. If the employment contract expressly defines who owns
the output (such as an invention or a design), then the answer would be clear. For example, an
employment contract might include the following standard clause:

The employee hereby assigns to the employer any and all right, title, and interest that he or she may
have in any patent, copyright, industrial design, trademark, invention, and any other similar right per-
taining to intellectual property that he or she may have created, made, conceived, or contributed to.

That clause clearly assigns ownership over intellectual property created by the employee to the
employer. In many situations though, the contract is silent on the issue of intellectual property
ownership rights. In addition, different rules of intellectual property ownership apply when the
worker is an “independent contractor” rather than an “employee” (see Chapter 2 for a discussion
of that distinction). Statutory and common law rules guide how tribunals and courts decide
intellectual property ownership issues, as well as various other intellectual property rules,
including the duration of monopoly rights.

In the case of trademark rights, the monopoly granted is intended to act as a form of con-
sumer protection. The government allows a manufacturer or service provider to monopolize the
use of a name or logo for its products and services so that consumers can come to associate the
name or logo with the products and services as coming from one single source, which then de-
velops goodwill and reputation in a specific product or service based on quality control. If more
than one manufacturer or service provider were allowed to use the same name or logo for the
same products and services, consumers would not be able to rely on the name or logo as an
identifier of the quality they have come to expect from a particular source.
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lll. Types of Intellectual Property and the Employment Context

In this section, we will explain the various types of intellectual property and their application to
the employment setting, while noting any special rules relating to the work of independent con-
tractors (as opposed to employees). We will learn that some types of intellectual property (patents,
industrial designs, and trademarks) require the owner to “register” an invention or original cre-
ation with a federal government office to activate the statutory legal protections, while copyright is
automatically afforded upon a work’s creation. While most of the legal rules we will consider are
statutory, the common law still plays a role in the regulation of trademarks and trade secrets.

TABLE 32.1 Summary of Canada’s Intellectual Property Regime
Basis of Registration Length of Geographical Legal Presumption of
Type of IP Protection = Required? Protection Limitations Ownership
Patents Patent Act Yes 20 years National The employee would own a patent he
or she registers unless (1) the
employment contract expressly assigns
ownership to the employer or (2) the
employee was hired specifically to
invent.
Copyright Copyright Act | No Life of author + 50 National, Legislation presumes that an employer
years international® owns copyright in work produced by an
employee in the course of employment.
Moral rights Copyright Act | No Life of author + 50 National, The author has ownership.The
years international* employee would retain moral rights in
work, even if the employer owns the
copyright, unless the employee waived
moral rights by contract.
Industrial Industrial Yes 10 years National The employer could claim ownership of
designs Design Act an employee’s industrial design if the
employee was hired to create designs.
Trademarks Trade-marks Yes 15 years, renewable | National The registered owner of the trademark
Act owns it. If the employee was hired to
create a logo, the employer would claim
ownership of the trademark.
Common law | No As long as trade- Geographical area The first party to use the trademark is
(tort) mark is in use to the where goodwill and the presumed owner.
exclusion of others reputation extends
Trade secrets, | Commonlaw | No Indefinite N/A The employer is the presumed owner of
confidential (contract, its trade secrets and confidential
information tort) information.

* In countries that have ratified the Berne Convention (discussed below).

A. Patents

A patent is a creation of statute. The first federal Patent Act was enacted in 1869. In order for the
Patent Act to protect an invention, the invention must be “registered” or issued under the legis-
lation. That requires the inventor, or a legal agent of the inventor, to submit a patent application
to an office of the federal Commissioner of Patents. The government agency then decides
whether the patent satisfies the various conditions in the legislation. If issued, the patent grants
the owner a monopoly on the right to commercialize the invention for a term of 20 years from
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the date of filing, after which time it becomes part of the public domain and anyone can exercise
the invention.” A patent confers a negative right: the time-limited monopoly prevents others
from making, using, selling, or offering for sale the inventive product or device during the term
of the patent.8

Patents can protect devices, methods, processes, chemical compounds, and improvements to
existing inventions.® In order for the subject matter to be patentable, it must be novel, innova-
tive, and useful. For an invention to be novel, it must not have been previously disclosed to the
public.10 In order for it to be innovative, the invention must not be obvious to a “person skilled
in the art or science”!! to which the invention pertains.!2 To be considered useful, the invention
must do something and perform what the claims of the patent’s specification describe.!? The
invention may not be speculative, and the claims described in the patent application must enable
“a person skilled in the art” to produce the invention.!4

The Patent Act does not specify whether an employee, employer, or independent contractor
should be treated as the owner of an invention created during the period in which the contract
for service or contract of service was being performed, and therefore the courts have had to de-
velop common law rules to deal with this issue. The rule that emerged is that employees are
presumed to own their inventions, as explained by an Ontario court in the case of Techform
Products Ltd. v. Wolda:

The common law rule in Canada is that the mere existence of an employment relationship does not
disqualify employees from patenting inventions made during the course of their employment. This
rule holds true even where the invention relates to an aspect of the employer’s business, the employee
used the employer’s time and materials to bring his or her invention to completion, and the employee
has allowed the employer to use the invention while he or she was employed.1>

However, as explained in the Comstock decision summarized in Box 32.3, there are two key
exceptions to the common law presumption that an employee owns his or her invention: (1) a
contract includes an expressed agreement that the employer owns any inventions, or (2) the
employee was hired for the purpose of inventing or innovating.!6

BOX 32.3 » CASE LAW HIGHLIGHT

Who Owns an Invention Created in the Workplace: The Employee or the Employer?

Comstock Canada v. Electec Ltd.
(1991), 38 CPR (3d) 29, 45 FTR 241

Key Facts: Hyde was hired by Comstock Canada in 1981 as a
manager of its electrical department. During his employment,
Hyde was also a director of Electec Limited, a company that
he incorporated in 1978. While working on a project for Com-
stock in 1984, Hyde identified the need for a wiring system of
interconnecting light fixtures that would enable the light fix-
tures to be electrically chained together simply by plugging
in connectors from one fixture to the next. Hyde, his superior
Dods, and two other Comstock employees researched materi-
als to make this invention. Hyde proceeded to manufacture
the invention through his company, Electec. The new invention
was used by Comstock, but had the Electec name engraved
on the product. Comstock dismissed Hyde in 1985.
Comstock filed a patent application for this invention and
was granted a Canadian patent in March 1987, with Dods

listed as the inventor. Hyde, on behalf of Electec, filed a pat-
ent application in May 1987. Hyde's patent application was re-
fused because Comstock’s application for the same invention
had already been filed.

Issue: Was Comstock the owner of the patent and Dods the
inventor? Or was Electec the owner and Hyde the inventor?

Decision: No to the first question, and yes to the second. While
an employee of Comstock, Hyde worked on the invention on
behalf of his own company, Electec, but on Comstock’s prem-
ises. Hyde was not hired to invent, and his invention was not
part of the scope of his employment or part of his day-to-day
duties. The court found that even though Hyde may have used
his employer’s resources (including work time, employees, and
materials) to bring his invention to completion and allowed
his employer to use the invention while in its employment,
Hyde was not disqualified from obtaining a patent for his own
benefit. The Patent Act favours the inventive employee in the


http://canlii.ca/t/1w5m0
http://canlii.ca/t/1w5m0

absence of a contract granting rights to the employer or proof
that Hyde was employed for the express purpose of inventing

or innovating.

Further, although Hyde was a manager in a senior role and
may have had a duty of good faith toward his employer, the
court found that Hyde was still entitled to claim the invention
as his own. The court created the following list of considera-
tions when determining ownership of a patent as between an

employer and employee:

(@) Whether the employee was hired for the ex-
press purpose of inventing;

(b) Whether the employee at the time of hiring
had previously made inventions;

(c) Whether the employer had incentive plans en-
couraging product development;

(d) Whether the conduct of the employee once

Supplemental Chapter S2

(e) Whether the invention was the product of the
problem the employee was instructed to solve [i.e.,
whether there was a duty to invent];

(f) Whether the employee’s invention arose fol-
lowing his or her consultation through normal com-
pany channels (i.e., was help sought?);

(9) Whether the employee was dealing with high-
ly confidential information or confidential work; and

(h) Whether it was a term of the employee’s em-
ployment that he or she could not use the ideas that
he or she developed to his or her own advantage.

The court ultimately concluded that Hyde was the sole
inventor, as Dods did not contribute to the invention, and
changed the named inventor of the Comstock patent to Hyde,
as well as changing the owner of the Comstock patent to
Electec.

the invention was created suggested ownership was
held by the employer;

In Techform Products Ltd. v. Wolda, the Ontario Court of Appeal granted ownership of an
employee’s invention to the employer where the employment contract required the employee to
“assign” to the employer “my entire right title and interest” in any inventions and all patent
applications filed and patents granted, “which I conceive or make (whether alone or with others)
while employed by the Company or within one year of the end of my employment (if conceived
as a result of my employment).”17

B. Copyright
Copyright is also a creation of statute, but it subsists with or without registration with the federal
government’s Canadian Intellectual Property Office. The first federal Copyright Act in Canada
was enacted in 1924. Subject to some exceptions,!8 the Copyright Act grants protection for the
“original expression” of literary, dramatic, musical, and artistic works, including photographs,
computer programs, and software.!® Copyright grants the owner of an original work the exclu-
sive right to sell, copy, reproduce, perform in public, and publish the work in any form.2° In
Canada, generally the duration of copyright protection is for the life of the author plus 50
years.2! For a work to be “original,” (1) it must be more than a mere copy of another work, and
(2) it need not be creative, in the sense of being novel or unique, but must be an exercise of skill
and judgment.?2

Unlike with patents and industrial designs, registration is not a requirement in order to
obtain copyright. Upon the creation of an original work, copyright protection extends auto-
matically in Canada and internationally in all countries that have ratified the Berne Conven-
tion.2? The term or duration of copyright protection may, however, differ from one country to
another. It is still possible to register copyright in an original work under the Copyright Act, and
doing so has some benefits. For example, registration creates a presumption that (1) copyright
in the work is valid and subsisting, and (2) the owner of the registration is in fact the owner of
the copyright in the work.24

Berne Convention: An international convention, adopted in 1886, that requires signatory countries (one of which is Canada)
to respect copyright in works held by citizens of all other signatory countries.
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The Copyright Act includes an express provision dealing with ownership in the context of
employment. Section 13(3) reads as follows:

Where the author of a work was in the employment of some other person under a contract of service
or apprenticeship and the work was made in the course of his employment by that person, the person
by whom the author was employed shall, in the absence of any agreement to the contrary, be the first
owner of the copyright, but where the work is an article or other contribution to a newspaper, maga-
zine or similar periodical, there shall, in the absence of any agreement to the contrary, be deemed to
be reserved to the author a right to restrain the publication of the work, otherwise than as part of a
newspaper, magazine or similar periodical. [emphasis added]

That section creates a presumption that the employer owns the copyright when an employee
authors original work in the course of employment.2> This presumption, however, does not
apply to independent contractors or freelancers; and these types of workers will retain copyright
in their original work product, absent an agreement to the contrary. Any assignment of copy-
right must be in writing in order to be valid;26 however, an agreement stipulating that the em-
ployer is the first owner of copyright does not need to be in writing.2?

In addition to copyright, an author or a performer enjoys separate but related rights called
“moral rights” in an original work. Moral rights entitle the artist or author to (1) the integrity
of the work, (2) the right of attribution or right to remain anonymous, and (3) the right to not
have the work associated with a commercial or political cause without consent.28 Moral rights
subsist for the same term as the copyright in the work.2® They can be waived by the author but
not transferred to another party.3° This means that an employer can never receive the moral
rights in an employee’s work but may ask an employee to waive his or her moral rights in favour
of the employer by contract. Moral rights are retained by the author even if the copyright in a
work is assigned to another party.3! In Dolmage v. Erskine, the University of Western Ontario
(and others) were found to have violated the moral rights of a worker (the court ruled that it did
not matter whether the worker was an employee of the university or an independent contractor)
who had written a case study. The worker had assigned ownership of the copyright in the case
study to the university, but the university later reduced his credit on the case study from
“authored by” to “prepared by’32 Dolmage was awarded $3,000 for violation of his moral rights.

C. Industrial Designs

As with patents, industrial design protection (under the federal Industrial Design Act3?) is avail-
able only once a design has been granted a registration by the Canadian Intellectual Property
Office.3* Industrial designs are defined in the Industrial Design Act as novel designs with “fea-
tures of shape, configuration, pattern or ornament and any combination of those features that,
in a finished article, appeal to and are judged solely by the eye”35 Industrial designs are the
ornamental, aesthetic, and non-functional features of useful articles. For example, a sleek new
lawn chair can be protected by obtaining an industrial design registration that covers the aes-
thetic design elements and not the functional aspect of the chair. Industrial design protection
provides a monopoly over the creation, importation, and sale of a design article. A design fea-
ture must be novel to qualify for industrial design protection.3¢ The design must also not be
contrary to public morality, must not have been disclosed more than a year before the priority
date of application, and must not consist of solely utilitarian features.3” The term for industrial

moral rights: The retained rights of an author or creator of an original work in which copyright subsists to protect the integrity
of the work from being distorted; protect the right of attribution for the work (including the right to remain anonymous); and
not have the work associated with a commercial or political cause.
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design protection is the later of ten years from the date of registration and fifteen years after the
fiing date of the application.38

Ownership resides with the author of the design unless the design was created for a third
party in exchange for a fee or on commission.?® Therefore, in an employment context, if an em-
ployee has received a fee or a commission from the employer for the creation of the article regis-
tered as an industrial design, the employer is the owner of the industrial design.0 For example,
an optical company that retains an employee or independent contractor to design funky eye-
glasses would own the industrial design for the eyeglasses designed by that worker.

D. Trademarks

A trademark can be any symbol or mark used to distinguish the goods and services of a par-
ticular company from those of others. It can be a word, letters, logo, design, slogan, or even a
sound, scent, texture, or colour applied to a three-dimensional shape.*! Trademarks are experi-
enced by consumers as brands, and they act as unique identifiers for businesses and their prod-
ucts or services. Typically, consumers see over 200 trademarks a day, since they appear on every
label and product in the average household. Trademark protection can also extend to the look
and feel of a product or business premises offering a service. For example, the Coca-Cola bottle
shape and the Volkswagen beetle shape are registered trademarks. The Intel processor sound
bite and the MGM lion roar are also registered trademarks in Canada and elsewhere.

Trademark protection provides a monopoly right to the use of a trademark as a form of con-
sumer protection. The trademark identifies the source of a product or service that develops a
reputation for quality and consistency. The purpose of trademark law is to enable the public to
identify the source of wares and services. When a trademark becomes widely recognized, it
commands broader protection. Stronger trademarks include fanciful and coined words that are
made up and have no common or dictionary meaning (Xerox, Exxon) or arbitrary marks that
have no connection or are not descriptive of the goods or services (Minute Maid for orange juice
or Dove for soap).

The federal Trademarks Act grants a 10-year monopoly to registered trademarks, renewable
indefinitely for 10 years at a time.#? A trademark must be consistently used to maintain regis-
tered rights or risk “expungement” (cancellation of a trademark) for non-use through cancella-
tion proceedings after three years of non-use.*? Trademarks that are not registered are protected
indirectly through the common law tort known as passing off (a discussion of torts appears in
Chapter 18). That tort was first recognized in 1842, when an English court ruled that “a man is
not to sell his own goods under the pretence that they are the goods of another”# The elements
of the tort of passing off are as follows: (1) the plaintiff’s goods or services enjoy a valuable repu-
tation with the consumer through association with an identifying “get-up,” or identifying fea-
ture; (2) the defendant misrepresented (intentionally or not), in a way that would confuse the
consumer, that the goods or services the defendant offers are those of the plaintiff; and (3) the
plaintiff suffers harm as a result of the misrepresentation.*> The use of an identical or confusingly
similar trademark by a competitor is actionable for a registered mark as trademark infringement
and for an unregistered mark by way of a claim alleging passing oft.46

Trademark disputes rarely arise in the employment context. Since an implied term in most
employment contracts prohibits the employee from engaging in direct competition with the em-
ployer, we would not expect to find too many situations in which an employee claims trademark
protection for goods or services that overlap with the employer’s business activities (a discussion
of the implied obligation to not compete appears in Chapter 9). If an employee is tasked with the

passing off: A tort that involves deceiving consumers into believing that the good, service, or business of one company or
person is really that of another, thereby misrepresenting the source.

9
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creation of a logo for use by the employer, the employer may obtain a trademark registration for
the logo, but could only obtain a copyright registration if the logo was created by an employee in
the course of his or her employment. If both employer and employee claimed ownership of a
registered trademark, the courts would apply rules from the Trademarks Act that determine pri-
ority of claims.#” The employer is more likely to be recognized as the owner, unless the employee
already has a product on the market.

The rules of the Trademarks Act also apply when workers and unions use the employer’s
trademark in campaigns to pressure employers to improve working conditions or recognize
unions as employee representatives. Section 22 of the Act prohibits any person from “using” a
registered trademark in a manner that is likely to depreciate the value of the mark or the good-
will attached to it. On occasion, unions have used employer trademarks in their literature and
campaigns, for example, by altering a trademark to make a point about the employer’s alleged
conduct.*® An example is provided in the case described in Box 32.4.

BOX 32.4 » CASE LAW HIGHLIGHT

Alleged Misuse of an Employer’s Trademark or Copyrighted Artistic Work
by a Union in an Organizing Campaign
Michelin v. CAW

[1997] 2 FC 306 (TD)

Decision: No and yes. The court ruled in the CAW's favour on the
Trademarks Act argument and found that the union had not
“used” the Michelin Man logo in connection with trade or com-
merce, but as part of a union organizing campaign. “Use” has a
specific meaning under the Act related to protecting businesses
from unfair competition. The CAW was not competing in trade
with Michelin, and no one would be confused upon seeing the
flyers that they were produced by Michelin or think that the CAW
was attempting to steal Michelin customers.

With respect to copyright infringement, the CAW was not as
lucky. The Copyright Act grants the owner of the copyright in
the work, in this case the illustration of the Michelin Man, the
exclusive right to reproduce the image, unless one of the excep-
tions in the Act applies. The CAW argued that copying the Mi-
chelin Man for the purposes of its organizing campaigns should
fall within the exception (in section 27(2) of the Act; now s. 29,

Key Facts: Michelin Canada sued the Canadian Auto Workers
union (CAW) for misuse of the Michelin Tire Man (or“Bibendum”)
design, which consists of a drawing of a beaming marshmallow-
like rotund figure composed of tires. Michelin asserted both
trademark and copyright infringement against the CAW for
failing to seek a licence or permission to use the Michelin Man,
which was registered in a variety of iterations as both a trade-
mark and for copyright in the design. The CAW used a couple
of designs in its organizing leaflets, including one in which the
Michelin Man was depicted, with a broad smile, its arms crossed
and foot raised, ready to crush underfoot an unsuspecting Mi-
chelin worker. The leaflet also appeared as a poster in the CAW's
office window.

Issues: Did the CAW “use” the Michelin Man trademark in a
manner that depreciated the value or goodwill associated with
it, contrary to section 22 of the Trademarks Act? Did the CAW
violate the Copyright Act by misappropriating the Michelin Man
image without lawful excuse?

29.1) for “fair dealing” and “criticism,” as a form of parody. The
court rejected this argument, noting that criticism and parody
are not the same thing. The court found that the CAW infringed
the copyright in the Michelin Man and ordered that it deliver
up all infringing copies of the leaflets and be restrained from

distributing any further leaflets depicting the Michelin Man.

The Michelin case demonstrates the interplay between trademark and copyright law, and how
these rights can be asserted against any third party seeking to misuse the intellectual property
rights of a company. We explore the many rules that govern union and employer behaviour during
organizing campaigns in Part IV, “The Collective Bargaining Regime.”

E. Trade Secrets and Confidential Information

Trade secrets and confidential information protect the proprietary information of a business. Exactly
what information is considered confidential differs, depending on the situation. An employer’s com-
petitive business information, which has been consistently maintained as confidential by the
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employer, may include customer or client lists, pricing information, trade secrets, business methods,
processes, and business plans. This information can be extremely valuable to a business. Think about
the secret formula for Coca-Cola or the extensive customer list of an insurance or investment advice
company. If employees could just take this information and sell it to a competitor or use it to set up a
new business to compete with the employer, huge economic damage to the employer could result.

We learned in Chapters 8 and 9 that employment contracts often include express or implied
terms that restrict an employee’s right to misappropriate confidential employer information. For
example, restrictive covenant clauses can regulate an employee’s right to disclose confidential in-
formation (a non-disclosure clause) or use it to compete with the employer (a non-competition
clause) after the contract ends. An employee that misappropriated secret employer information
while still employed would be in violation of express or implied contract terms. However, absent a
valid restrictive covenant clause, former employees are generally entitled to compete against their
former employers, including by contacting clients of their former employer or by starting a busi-
ness that provides almost identical products or services. The principal exception to this general rule
relates to directors and senior management employees who have a fiduciary duty to protect the
employer’s interests that extends beyond the termination of the contract to prevent the fiduciary
from competing against the former employer.#

However, the right to compete against one’s former employer does not extend so far as to permit
the employee to use confidential business information or trade secrets taken without permission
in a competing business. Even absent a contractual prohibition on the use of confidential informa-
tion, the common law has developed causes of action that protect employers from misuse of their
confidential information and trade secrets by employees, former employees, independent con-
tractors, or others who are given access in confidence to secret information. These common law
causes of action take various names, including breach of confidence or the duty of good faith.50
The case described in Box 32.5 provides an example.

In the Corona case, the former employee made unauthorized copies of the employer’s confiden-
tial information. Employees are generally free to use what they have learned (e.g., what is in their
heads), potentially even if doing so results in rebuilding a client list from memory. In Barton Insur-
ance Brokers Ltd. v. Irwin et al., an employee did not commit a breach of confidence or breach a
duty of good faith when she rebuilt her former employer’s customer list from her memory after she
moved to a competing business, though courts have more recently applied a more stringent stan-
dard finding that former employees committed a breach of confidence after memorizing the names
of clients, their contact information and rates, which when exploited would be tantamount to the
phyisical taking of a client list.5! It is clearly not permissible for an employee to take an employer’s
staff, physical files, and confidential customer information for the purpose of quickly stripping that
employer of its portfolio of customers and its revenue stream.>2 Where the confidential information
is of a general nature or is not truly confidential, the same liability may not apply.>® For example,
information that is generally known in an industry or field will not be considered confidential.5*
Furthermore, in order to maintain confidentiality to claim trade secret protection, a business must
take steps to guard against disclosure of trade secrets. For instance, if the customer list can be
obtained from the employer’s website, it cannot be asserted to be confidential information.

If an employee (or an independent contractor) improperly uses confidential information
obtained from the employer to establish or aid a competing business, a court can order an injunc-
tion (see Box 32.5) and damages. Those damages are usually assessed based on a calculation of the

restrictive covenant: A contract term that restricts the right of a former employee to engage in certain competitive practices
aqainst his or her former employer.

fiduciary duty: An elevated duty of care and loyalty imposed under the common law on directors and senior management
employees to protect the employer’s interests, including refraining from competition against the employer after the employment
relationship ends.

breach of confidence: A common law tort that involves the misappropriation of an employer’s confidential information by
an employee or former employee to harm the employer's economic interests.
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benefit the competitor received as a result of obtaining possession of the confidential information.
The courts will assess how much time it would have taken to build the business without the benefit
of the stolen information. The rationale for awarding only a time-limited period of damages is
based on a “springboard” effect, which is intended not to prevent fair competition but to prevent
unfair competition that arises when one party takes advantage of the confidential information of
another to gain faster entry into the market.5>

BOX 32.5 » CASE LAW HIGHLIGHT

Common Law Action for “Breach of Confidence” Based on Unauthorized Use of Confidential

Information and Trade Secrets

Corona Packaging Inc. v. Singh
2012 ONSC 2746

Key Facts: Singh and Cascioli worked as employees of Corona Pack-
aging, a plastic bottle manufacturer, from 2006 until they quit in
2011 and 2012, respectively. Both had employment contracts that
included non-disclosure and non-compete clauses restricting com-
petition against the employer for three years after the end of the
contract. On the day before he left Corona, Singh secretly down-
loaded 8,465 files from Corona’s computers containing confidential
business information, such as blueprints for bottles, price lists, and
confidential customer information, such as specifications for spe-
cialized bottles. In 2012, Corona learned that Singh and Cascioli
were principals in a new business that directly competed with Coro-
na and that this business was already servicing customers of Coro-
na. Corona brought a lawsuit alleging “breach of confidence” and
breach of the non-competition clauses of the employment con-
tracts of Singh and Cascioli, and sought an interlocutory injunction
to stop the new business from doing business with Corona’s clients.

Issue: Did Corona satisfy the test for an interlocutory injunction

based on its action for breach of confidence and breach of the
employment contract?

IV. Chapter Summary

Decision: Yes. The evidence strongly supported the conclusion
that Singh breached the confidence of Corona by secretly copying
confidential files and using the information obtained to develop
production techniques and business contacts that would enable
the new business to take Corona’s clients. It also appeared that
the non-competition clauses in the employment contracts of
Singh and Cascioli had been violated. Applying the test for grant-
ing an interlocutory injunction, the court found that (1) there was
a serious legal issue to be tried; (2) Corona would suffer irreparable
harm if the new business were permitted to continue to produce
bottles until the case was tried, because it could lose market share;
and (3) the balance of convenience favoured Corona, since it ap-
peared that the new business could not have obtained Corona’s
customers without the use of Corona’s confidential information.

An injunction was ordered, allowing Corona representatives
to search the new business for evidence of misappropriated
confidential information and prohibiting Singh, Cascioli, or any-
one else in the new business from soliciting work, clients, or
employees of Corona.

This chapter introduced the different types of intellectual property that can arise in an employ-
ment context: patents, industrial designs, trademarks, copyright, and trade secrets and confi-
dential information. It also discussed intellectual property ownership statutes and how
employment contracts can override those laws. Finally, this chapter offered some insights into
the prevalence of misuse of confidential information in the workplace.

QUESTIONS AND ISSUES FOR DISCUSSION

1. What is intellectual property?

2. Identify and briefly describe five types of intellectual property recognized in Canadian law.

3. Write a contract clause that would guarantee that the employer owns whatever intellectual
property an employee may create in the course of his or her employment.


http://canlii.ca/t/fr7s1

4.

Supplemental Chapter S2

Identify the branch of intellectual property law that applies to the following situations and

indicate who would own the rights to the creation (assume that the employment contract

is silent about intellectual property ownership):

a. An employee designs a new company logo while employed as a graphic designer for a
marketing company.

b. A sales clerk at a shoe company’s retail store designs a new leather shoe with a novel
Velcro strap.

¢. An employee hired by a shoe company as a shoe designer designs a new leather shoe
with a novel Velcro strap.

d. Anemployee creates a jingle for a television commercial while employed by an advertis-
ing agency as a composer.

e. Anemployee creates a jingle for a television commercial while employed by an advertis-
ing agency as a camera operator.

. With reference to case law, explain the legal test for determining whether the employer or

the employee owns an invention created at the workplace by the employee.

How does the presumption of ownership of intellectual property differ in patent and copy-
right law in relation to intellectual property created by an employee?

What are “moral rights” and who owns them?

Jonas had no restrictive covenant clause in his employment contract with Royal Securities,
a large investment advice firm. After he quit that firm, he used a list of Royal Securities
customers that he had photocopied while at his former workplace to build up his own
investment advice firm.

a. Does Royal Securities have a legal case against Jonas?

b. Would the legal outcome be different in your opinion if instead of photocopying the
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customer list Jonas had rebuilt the customer list from memory?
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