            

       Do you own the copyrighted work you paid for?

You would design and create your own website, marketing brochures and product packaging, if you weren’t so busy raising capital and building a sales team that will get your new invention to the marketplace first.   Your budget is limited and your time is crammed with appointments, but without the creation of these marketing tools, there won’t be a business to grow and increase profits.  Hiring an inside graphic artist or web designer is just out of the question, but there may be enough in the budget to hire an independent contractor or freelancer to get you started.

You’ve heard something about the “Works Made For Hire” doctrine that may apply to copyrighted works created by independent contractors for businesses, but as far as you’re concerned, if you pay the contractor for the new website design, layout for the marketing brochure or blueprint for the product packaging, then your business owns the copyrights in them and can exploit them as you see fit.

How do you know if you own the work you paid for?  

Unless there is a written agreement in place before any work commences, an independent contractor who contributes material to your website or other “work of authorship” can, in theory, sell the same material to others without your permission.   If you want to change the material or distribute it elsewhere, you’ll probably need the contractor’s written permission.  Similarly, if you’ve written text for your marketing brochure and ask a freelance illustrator to create some pictures to enhance the text, you may be surprised to learn that the illustrator is now your co-author.  Why?  Under the copyright law, authors presumptively own the copyrights in the works they create.

What is a “Work Made For Hire” and how does it apply to the business owner who didn’t actually create the work?
Section 201(b) of the Copyright Act provides an exception to the presumption that a copyright is initially owned by the author who creates the work.    If the work is classified as a work made for hire, the “author” is not the person who actually creates the work, but the person who engages the creator’s services.  The employer or commissioning party is considered to be the author and copyright owner of the work. 
A work can exist as a work made for hire in two ways:
1.   Works Created By Employees Within The Scope of Employment – If an employee creates a copyrightable work as part of his employment, the employer will own the copyrights in the work.  The term “employee” means an employee under the general common law of agency.  Certain factors that might characterize an employment relationship might include control by the employer over the work and over the employee together with employee benefits and tax withholding.  An example of a work for hire created in an employment relationship is when a staff programmer creates a software program within the scope of his duties at ABC Computer Corporation.

2.  Certain Specially Ordered or Commissioned Works – To qualify as a work made for hire in the situation where an independent contractor (or freelancer) creates the work, several conditions are required under the Copyright Act:

(a) The work must be “specially ordered” or “commissioned.”  In this case, the independent contractor is compensated to create something new; and
(b) before work begins, both parties execute a written document with an express agreement that the work will be considered a work made for hire; and

(c) the work to be created must fit in one of the following nine narrow categories:

(1) A contribution to a collective work
(2) A part of a motion picture or other audiovisual work

(3) A translation

(4) A supplementary work

(5) A compilation

(6) An instructional text

(7) A test

(8) Answer material for a test

(9) An Atlas

If the work doesn’t fall within one of the statutory categories, even a written work made for hire agreement may not result in the work being “for hire.”  For instance, if a publisher engages a freelancer to write a mystery novel for nationwide distribution, the novel will not qualify as a work made for hire because it doesn’t fit into any of the category descriptions.

How, then, would the publisher obtain the freelancer’s copyrights in the novel?

A well-drafted work for hire agreement will also include appropriate language stating that if for any reason the created work does not qualify as a work made for hire, all of the copyrights in the work will be assigned by the author to the hiring party.   
A word of caution – some states may infer a generalized employment relationship if there is an agreement stating that the work is made for hire, which may impose certain obligations upon an “employer” relating to state worker’s compensation coverage, unemployment compensation and other employer-employee accommodations.  Since both copyright and employee benefit issues may be involved, it’s prudent to consult with your tax advisor before commissioning a work made for hire.
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