
INTELLECTUAL PROPERTY

Intellectual property refers to the law of patents, trademarks,
copyrights, and related matters. Issues relating to all three of these
major areas confronted the Fifth Circuit during the past survey
period. In Murray v. Gelderman' the Fifth Circuit adopted the
works-for-hire doctrine that is valid under both the new and old
copyright laws. The court reaffirmed tests for trademark infringe-
ment and unfair competition in T.G.L Friday's, Inc. v. Interna-
tional Restaurant Group, Inc.' Finally, in Kaspar Wire Works, Inc.
v. Leco Engineering and Machine, Inc.,' the circuit court reviewed
the estoppel effect of prior consent decrees on patent infringement
suits.

I. COPYRIGHTS

The purpose of copyright law is to give the originator of mate-
rial exclusive rights of reproduction, adaptation, publication, per-
formance, and display.4 When one person hires another to author
copyrightable material, a conflict may develop as to who will own
the copyright. The works-for-hire doctrine developed to settle this
controversy. Under the works-for-hire doctrine, there is a rebut-
table presumption that the copyright is vested in the employer" if
the work was created by the employee within the scope of his em-
ployment.6 The key questions are whether the work was induced
by the employer,7 and whether the employer had the right to super-
vise the manner in which the work was performed.'

In Murray v. Gelderman,l the Fifth Circuit, in a case of first
impression, held that there was an employer-employee relationship

1. 566 F.2d 1307 (5th Cir. Feb., 1978).
2. 569 F.2d 895 (5th Cir. Mar., 1978).
3. 575 F.2d 530 (5th Cir. June, 1978).
4. 17 U.S.C. § 1 (1977).
5. Murray v. Gelderman, 566 F.2d 1307, 1309 (5th Cir. Feb., 1978). See Picture Music,

Inc. v. Bourne, Inc., 457 F.2d 1213 (2d Cir. 1972); Brattleboro Publishing Co. v. Winmill
Publishing Corp., 369 F.2d 565 (2d Cir. 1966); Lin-Brook Builders Hardware v. Gertler, 352
F.2d 298 (9th Cir. 1965).

6. Murray v. Gelderman, 566 F.2d 1307, 1309-10 (5th Cir. Feb., 1978). See Scherr v.
Universal Match Corp., 417 F.2d 497 (2d Cir. 1969), cert. denied, 397 U.S. 936 (1970).

7. Murray v. Gerlderman, 566 F.2d 1307, 1310 (5th Cir. Feb., 1978). See Siegel v.
National Periodical Publications, Inc., 508 F.2d 909 (2d Cir. 1974).

8. Murray v. Gelderman, 566 F.2d 1307, 1310 (5th Cir. Feb., 1978). Actual supervision
is not controlling. Id. Of minor importance is the nature and amount of compensation. Id.

9. 566 F.2d 1307 (5th Cir. Feb., 1978).
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between the plaintiff and the defendant, and therefore, the works-
for-hire doctrine applied. Thus title to the copyright was in the
employer.'" The defendant in Murray had hired the plaintiff to au-
thor a book containing menus of New Orleans restaurants." After
the book's publication the copyright was issued in the defendant
corporation's name, and the plaintiff challenged the corporation's
ownership rights in the copyright." The cruicial issue in the case
was whether the working relationship between the plaintiff and the
defendant was sufficient to bring the works-for-hire doctrine into
play.' 1 The court first noted that the Copyright Act of 1909 statuto-
rily provides copyright protection for an author, 4 and that the term
"author" includes an employer in the case of "works made for
hire.""5 Section 26 of the Act creates a rebuttable presumption that
the copyright is in the employer." Because the works-for-hire doc-
trine applies only if there is an employer-employee relationship, the
plaintiff argued no such relationship existed. 7 Although the statute
itself does not enumerate the factors that establish the employer-
employee relationship, the Fifth Circuit considered the manner in
which the plaintiff was hired,'8 the compensation arrangement, 9

and, at plaintiff's insistence, her control over the editorial pro-
cesses.26 As a result, the court in Murray held that an employer-
employee relationship existed. Thus, the Fifth Circuit affirmed the
district court's holding that the works-for-hire doctrine applied and
that the title to the copyright belonged to the defendant employer.,

Although newly-amended Title 17 of the United States Code"
provided a general revision of the United States Copyright Law, 3

10. Id. at 1311.
11. Id. at 1309.
12. Id.
13. Id.
14. Id., citing 17 U.S.C. § 4 (1977).
15. Id., citing 17 U.S.C. § 26 (1977). The statute codifies the works-for-hire doctrine

that the Supreme Court recognized in Bleistein v. Donaldson Lithographing Co., 188 U.S.
239 (1903).

16. 17 U.S.C. § 26 (1977).
17. Murray v. Gelderman, 566 F.2d 1307, 1310 (5th Cir. Feb., 1978).
18. Id. The court noted that the plaintiff was hired specifically to work on the book.

Id.
19. Id. The corporation paid publication costs and plaintiff's expenses. Id.
20. Plaintiff argued that she controlled the contents, format, and production of the

book. Therefore, the plaintiff alleged that the defendant had no supervisory power over her
work. The court held that her control was simply creative freedom and that the defendant
merely chose not to exercise his right of supervision. Id. at 1311.

21. Id. at 1310.
22. 17 U.S.C. §§ 101-810 (1977).
23. President Gerald R. Ford approved the bill to amend Title 17 on October 19, 1976.
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the new provisions of Title 17 were inapplicable in Murray because
they did not become effective until January 1, 1978,4 after the cause
of action arose. However, this case is still viable under the new
copyright laws that retain the works-for-hire doctrine25 and further
provide that the employer is the author unless the parties agree
otherwise in writing."6 Thus the impact of Murray remains impor-
tant to today's federal practitioner.

II. TRADEMARKS

A trademark is a distinguishing mark or symbol that is placed
on merchandise or products.27 Under the common law, the first per-
son to appropriate and use a trademark has exclusive use of the
mark in the territory he services. Additionally, injunctive relief is
available against subsequent users of a mark that is similar and
likely to confuse a consumer in the trade area the trademark owner
previously occupied.28 In T.G.I. Friday's, Inc. v. International Res-
taurant Group, Inc., 9 the only trademark case decided during this
survey period, the Fifth Circuit held that use of the name "E. L.
Saturday's" on a restaurant with a motif similar to "T.G.I. Fri-
day's" did not constitute trademark infringement, and that unfair
competition was not involved."

Plaintiff, the trademark owner, issued defendants a license to
operate a Friday's restaurant in Mississippi and subsequently de-
nied their request to open a Friday's in Louisiana. The defendants
then opened E. L. Saturday's in Louisiana, a restaurant similar in
motif to Friday's."' The plaintiff argued that defendants' action
constituted trademark infringement and unfair competition.2 The
trial court first addressed the trademark infringement issue and
found that the two restaurant names were "dissimilar visually and
phonetically."33 The court further held that the physical similarities

S. REe. No. 22, 94th Cong., 2d Sess. 17 (1976).
24. Murray v. Gelderman, 566 F.2d 1307, 1309 n.3 (5th Cir. Feb., 1978). For a discussion

of the new United States Copyright Law, see Survey-Intellectual Property, 9 TEx. TECH L.
REV. 1121, 1131 (1978).

25. Murray v. Gelderman, 566 F.2d 1307, 1309 n.3 (5th Cir. Feb., 1978).
26. Id.
27. United Drug Co. v. Theodore Rectanus Co., 248 U.S. 90, 98 (1918).
28. Hanover Star Milling Co. v. Metcalf, 240 U.S. 403 (1916).
29. 569 F.2d 895 (5th Cir. Mar., 1978).
30. Id. at 899. "E. L. Saturday's" is an abbreviation for "Ever Lovin' Saturday's." Id.
31. Id. at 898.

32. The court first rejected plaintiffs contract claim. It held the contract to be ambigu-
ous and, thus, did not prohibit the use of the word "Saturday." Id.

33. Id. at 899.
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of the two restaurants were irrelevant to a trademark infringement
violation because Friday's was unknown in the area where Satur-
day's was located. 34 The trial court also rejected plaintiff's unfair
competition claim.

On appeal the Fifth Circuit affirmed the trial court's decision
and stated that the test for trademark infringement is whether the
use of the infringing mark is "likely to confuse consumers as to the
source of the product." 5 The court stated that the trial court had
correctly considered the visual and phonetic differences between the
trademarks and the fact that Friday's was unknown in Saturday's
locale. Therefore there was no trademark infringement.3 6

With the trademark infringement issue thereby resolved, the
court addressed the unfair competition claim. While the essential
element of a trademark is the exclusive right of its owner to use a
word or device to distinguish his product, an unfair competition
claim draws on both the physical image of the product and its name
taken together.37 Thus unfair competition exists if the "total impres-
sion" of the product will create consumer confusion regarding the
origin of the product.38 In Friday's the circuit court first stated that
the test for unfair competition is "passing off one's own goods or
services as those of another amounting to fraud." 9 The law of un-
fair competition, therefore, only applies to practices that induce
public confusion and deception. 0 Here, not only was Friday's not
known in Saturday's location,4 but Friday's turn-of-the-century
motif was not exclusive because the theme is used by many restau-
rants throughout the United States.2 Thus, the possibility of decep-
tion and confusion was absent, and the law of unfair competition
did not apply.43

34. Id.
35. Id., citing Penn Fishing Tackle Mfg. Co. v. Pence, 505 F.2d 657 (5th Cir. 1974). The

circuit court noted that the likelihood of confusion is a question of fact in this jurisdiction.
T.G.I. Friday's, Inc. v. International Restaurant Group, Inc., 569 F.2d 895, 899 (5th Cir. Mar.,
1978).

36. T.G.I. Friday's, Inc. v. International Restaurant Group, Inc., 569 F.2d 895, 899 (5th
Cir. Mar., 1978).

37. Jean Patou, Inc. v. Jacqueline Cochran, Inc., 201 F. Supp. 861, 863 (S.D.N.Y. 1962).
38. Id.
39. T.G.I. Friday's, Inc., v. International Restaurant Group, Inc., 569 F.2d 895, 899 (5th

Cir. Mar., 1978), citing Straus Frank Co. v. Brown, 246 La. 999, 169 So. 2d 77 (1964).
40. T.G.I. Friday's, Inc. v. International Restaurant Group, Inc., 569 F.2d 895, 899 (5th

Cir. Mar., 1978).
41. Id.
42. Id.
43. Id. The panel also stated that the defendants, who were associated with Friday's in
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The result in Friday's is not unique. It follows common law and
Fifth Circuit decisions without deviation." The case clearly reaf-
firms the Fifth Circuit's position in the trademark area.

III. PATENT AND CONSENT DECREES

Although consent decrees are often used in patent litigation,
much uncertainty exists regarding their effect on subsequent litiga-
tion. A consent decree occurs when the parties to the litigation agree
to settle their differences after trial has begun without help from the
court. The court then accepts the settlement and dismisses the case.
While dismissal with prejudice in a judicial proceeding is ordinarily
a final judgment on the merits and thus a bar to a later adjudication
on the same merits,45 the result may be different when there is a
dismissal of a suit for declaratory relief. In Kasper Wire Works, Inc.
v. Leco Engineering and Machine, Inc.46 the Fifth Circuit held that
dismissal of a patent declaratory judgment suit by consent, even
"with prejudice," does not bar a subsequent conventional suit by res
judicata or collateral estoppel."

Plaintiff and defendant in Kaspar were competitors and adver-
saries in three patent suits. Plaintiff first sued defendant for in-
fringement of patent #177.48 Defendant then sued plaintiff and
sought a declaratory judgment that patent #60811 was invalid." Be-
fore a final judgment was entered in the first suit, plaintiff and
defendant settled that action and agreed that the defendant would
dismiss its suit involving patent #608 (suit 2).1' Later, plaintiff filed
this action against defendant for infringement of patent #608.52 De-
fendant's only possible defense was patent invalidity." The plaintiff
argued that the decree dismissing the second suit with prejudice as
to patent #608 was res judicata or collateral estoppel as to the valid-

another state, did not use confidential information when they used their "know how" gained
from experience with Friday's. Id.

44. See Penn Fishing Tackle Mfg. Co. v. Pence, 505 F.2d 657 (5th Cir. 1974); Holiday
Inns, Inc. v. Holiday Out in Am., 481 F.2d 445 (5th Cir. 1973).

45. Kaspar Wire Works, Inc. v. Leco Eng'r & Mach., Inc., 575 F.2d 530, 534 (5th Cir.
June, 1978).

46. 575 F.2d 530 (5th Cir. June, 1978).
47. Id. at 540.
48. Id. at 533. Patent number 3,265,177. Id. at 533 n.4.
49. Patent number 3,174,608. Id. at 533 n.5.
50. Id. at 533.
51. Id.
52. Id.
53. Id.
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ity of that patent. 4 The circuit court labored through an extensive
survey of the law of res judicata and collateral estoppel and their
effect on actions for declaratory judgments. The court held that a
consent decree that results in a dismissal with prejudice does not
bar a subsequent conventional suit.5"

More importantly, after concluding generally that res judicata
and collateral estoppel did not apply in this case, the circuit court
then considered whether a prior consent decree should bar later
suits solely on the ground of public policy concerning patent laws."
There has been much litigation concerning the effect of consent
judgments on patent cases, and patent issues raised therein,57 be-
cause of the extensive use of consent decrees in patent cases and the
public's interest in safeguarding the patent monopoly against
abuse. 5

The collateral estoppel effect of consent judgments on patent
suits has received differing treatment by the circuit courts. In
Addressograph-Multigraph Corp. v. Cooper9 the Second Circuit,
when first presented with the issue, refused to hold that a consent
decree dismissing an infringement suit barred a later patent validity
suit between substantially the same parties. The court reasoned
that unless the issue of validity was "genuine," there was a great
public interest in having a judicial determination on the validity of
the patent." The Second Circuit later construed Addressograph to
mean that if the consent decree expressly stipulated that the patent
was valid and that infringement had occurred, estoppel would exist
on the issue of patent validity.' Thus, in the Second Circuit, a
consent decree is given collateral estoppel effect only to the extent
of the parties' special intent.

Thereafter, in a related area, the Supreme Court in Lear, Inc.
v. Adkins" recognized that a patent licensee could assert patent
invalidity as a defense to a licensor's contract action for nonpay-
ment of royalties. 3 The "[plublic interest in permitting full and

54. Id.
55. Id. at 540. See Powell v. McCormack, 395 U.S. 486 (1969); Fruehauf Trailer Co. v.

Gilmore, 167 F.2d 324 (10th Cir. 1948).
56. Kaspar Wire Works, Inc. v. Leco Eng'r & Mach., Inc., 575 F.2d 530. 540 (5th Cir.

June, 1978).
57. Id.
58. Id.
59. 156 F.2d 483 (2d Cir. 1946).
60. Id. at 485.
61. Broadview Chem. Corp. v. Loctite Corp., 474 F.2d 1391 (2d Cir. 1973).
62. 395 U.S. 653 (1969).
63. Id.
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free competition in the use of ideas which are in reality a part of the
public domain" 4 justified such a defense. Even after Lear, the Sec-
ond Circuit has continued to give collateral estoppel effect to con-
sent decrees that specify both patent validity and infringement.15

However, the Seventh Circuit has relied on both Addressograph and
Lear to hold that consent decrees have no collateral estoppel effect.66

Likewise, the Fifth Circuit has previously held that a consent decree
pertaining to patent validity cannot give the judgment automatic
finality." Rather, the Fifth Circuit has treated the decree as merely
nonconclusive evidence of the parties' intention. 8

At a minimum, the Fifth Circuit's treatment of a consent de-
cree in Kaspar is in accord with the Addressograph principle that a
subsequent action should not be barred unless the parties clearly
intend such a result. In Kasper the consent decree itself provided
proof that the parties did not agree to preclude further patent litiga-
tion. 9 Further, the Lear public policy argument prohibits monopo-
lies by contract. 0 The court reasoned that because the parties here
did not agree to a monopoly, the court should not create one."
Therefore, the court concluded that the prior consent decree does
not preclude the defendant from asserting patent invalidity against
plaintiff's claim of patent infringement." In view of Kaspar, an
attorney obtaining a consent decree who desires no further litigation
should resolve the issue of patent validity in the consent decree.

CONCLUSION

Although the revised United States Copyright Law was not
before the circuit court during this survey period, other important
intellectual property topics were considered by the Fifth Circuit.
The court adopted the works-for-hire doctrine, reaffirmed its views

64. Id. at 670.
65. See Wallace Clark & Co., Inc. v. Acheson Indus., Inc., 532 F.2d 846 (2d Cir. 1976).
66. See Business Forms Finishing Service, Inc. v. Carson, 452 F.2d 70 (7th Cir. 1971).
67. See Brose v. Sears, Roebuck & Co., 455 F.2d 763 (5th Cir. 1972).
68. Kaspar Wire Works, Inc. v. Leco Eng'r & Mach., Inc., 575 F.2d 530, 541-42 (5th

Cir. June, 1978).

69. Id. at 542. The relevant part of the decree provides:
"[ilt is with prejudice, which means that we will not bring a declaratory judgment
action against Kaspar or Knickerbocker on their patent, but that, should we be
sued, we are free to challenge validity." Id. at 534.
70. Id. at 542.
71. Id.
72. Id.
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on trademark infringement and unfair competition, and provided a
comprehensive review of the estoppel effect of consent decrees in
patent suits. Thus, the cases reviewed during this period should be
of assistance to the federal practitioner.

Karen F. Harrison


