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+i* PIPA ACTIVITY REPORT for 1978 ~ -
' Akire Hirano, Ex~President of PIPA

Gentlemen.

Because of my tight schedule I could not attend this

general meeting and was obllged to have Mr. Tckl president S

of Japanese group, read this report on my behalf e

- 19?8 was an epoch—maklng year 1n whlch the Patent N
Cooperation Treaty (PCT) and the European Patent Convention
(EPC) came in force. In Japan, 19?8 is referred to. as the
year in which internationalization started 1 am very
pleaSed by the fact that a part of the efforts which
the American and Japanese groups of PIPA made to establish
an internat10na1 patent system has materialized into
these treatles. R

One step behlnd the United States the Japanese N

Dlet enacted a 1aw in the spring whlch glves prov1sxons _
necessary to fulflll the Patent Cooperation Treaty, and PCT
1nternational applications began to be accepted on October
1, 1978 o o

~ In contrast to the brllliant achlevement of the year,
namely the enfcrcement of PCT and EPC, the revis;on of the
Paris Convention which is one of the basic problems in
the 1nternat10nalizatlon of the patent system remained _

unsettled_ As part of an effort to have our opinlon



reflected in settling the problem of the revision to the
- Paris Convention, we presented to-the Japanese and the

U. S. Governments the resolution adopted at the Bth

International Congress of PIPA held 1n Willlamsburg

-in 1977. We also sent our representatlves as observers
"d?to the 4th ‘and 5th conferences of the Prepanatory Inter-”

governmental Commlttee held in June and November 1978

It is regretable however, that despite these efforts

L"no Progress ‘was made on this problem due’ to dlfferences

in opinion between the developed and developing countries
between Eastern and Western countr1es ‘and even among
Group B (the developed countrles themselves) The problem

fof rev1sing the Parls Conventlon is scheduled to be

| dlscussed at theé Dlplomatic Conference to be held in o
February 1980, D

Since the revxsion of Parls Convention Wlll have

grave 1nfluence on the ba31c cooperatlve relatlonship

) between corporations ln the developed countrles and those

“'in the developlng countrles PIPA must pay attention to

developments in the future.

o One of the greatest activ1ties of PIPA 1n 1978 was :
“the 9th Internatlonel Congress held in Nagoya Clty for b
three consecutlve days startlng from October h. 'Ther
total number of partlclpants 1n that successful meetlng

was 104, of which 22 ‘came from lh Amerlcan companles, 74




. from 45 Japanese compaﬁiEs,“and 8 ‘observers from 8
Japanese companies. which afe=membér5‘of4thé*JapaniPatent
. Association. .
The Nagoya Congress waslthe firét-occésiOnfin~Which

observers were allowed to-participate'in the general -

to.publicize the activities of PIPA, as agreed upen. at -

the Beard:of .Governors Meeting when the Williamsburg
- International. Congress was held in 1977.
i Since: the details of the Congress have already been
reported, I would:like: to-mention onIYJSOme'of them: here,
i~ -The: honorary chairman of the~Nag6yé Congress was Mr, . .
Shoichi Saito, president of the Japan Patent-Association
. and-adviser to Toyota-Motor Co;, Ltd, who not only has
worked as the.honorary~chairﬁan:but‘also'made"every'effort
in:preparation and administration.of the meeting to make
it successful,: I would like to take this opportunity té
express my .thanks to him.

Among: the guests present at-the Nagoya CdﬁgresS“Wére:
Mr}:ZenjiUKumagaig"Director-General of ‘the Japan~Pateﬂt J
Office, Mr. Donald W, Banner, Commissioner of U.“S.~Patent.'
and -Trademark Office; and Dr, Susum.Uzawa, Atforney at '™ |
‘Law,-each.of.whom-addressedrthe"Congress. -ThiSaWasrthé-
first time in the past five general ‘meetings held ix:

Japan -that the Commissicner of Patents and Trademarks,




‘U. 8, P,T.0 attended the general meeting. : 1 believe this

made ‘the-Congress still more significant. -

In his speech, Mr, Banner emphasized that.the revision
of: the Paris Convention constitutes-a grave problem that
will hawe.a great effect on industrialized nations and::

s may undermine  the: foundation: of. the:Paris:Union,. and that
it is therefore necessary now more than ever.to maintain
a close and friendly relationship between Japan and the-
U, 5., through cooperationﬂofvPIPA.f He.also: expressed his
wish that for the benefit of the next: generation; PIPA
positively and effectively take part. in. the ‘discussions:

“on this problem which will influence the intefnatioual
status. of. patents and trademarks... . '

~Discussed at-the Board of Governors Meeting after the

. .Congress were the following outstanding problems: the invi-

tation te. membership from countries other than Japan ‘and
the U, 8. ; and the qualifications of membership.as-defined
in Article 3 of the current PIPA-constitution, :Investiga-
_tion of these problems was entrusted with a special
commjttee led by Mr, Adeams, -The special committee, made
up. of four ex~officio, Mr, Adams, Mr. Kalikow, Mr. Aoki
and Mr, Suzuki, was asked to file an. interim repoft six
months later, As-a result, amendments haVE'been proposed
to the constitution. and by~laws of PIPA. .

In addition to the revision of the Paris Convention,

i
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" PIPA ACTIVITY REPORT for 1978 =
' Akira Hirano, Ex-President of PIPA

Gentlenen.p

Because of my tight sohedule I oould not attend this

of Japanese group, read this report on. my behalf o
. 1978 was an epochwmaking year in which the Patent B
000peration Treaty (PCT) and the European Patent Convention

(EPC) came in force. In Japan 1978 is referred to as the

”year in which internationalization started 1 an very
pleased by the fact that a part of the efforts which ‘
'the American and Japanese groups of PIPA made to establish

an international patent system has materialized intc
these treaties .

One step behind the United States the Japanese
Diet enacted a law in the sPring which gives provisions
necessary to fulfill the Patent Cooperation Treaty, and PCT
international applications began to be accepted on October
1, 1978 B _ o

In COntrast to the brilliant achievement of the year,
namely the enforcement of PCT and EPC the revision of the
Paris Convention which is one of the bas1c problems in
the 1nternationalizatlon of the patent system, remained i

unsettled. As part_of an effort to have our_opinion

gwand was obliged to have Mr. Tokl president;;;e:rr



refiected in settling,theuproblem—of-the revision to the
- Paris Convention, we presented to the Japanese and the

U, S. Governments the resclution adopted at the 8th
International Congress of PIPA held in Williamsburg
in’ 1977. We also sent our representatlves as observers
to ‘the 4th and 5th conferences of the Prepanatory Inter-
governmental Committee held in dune and November 1978
It is regretable however, that despite these efforts
‘no progress was made on thls problem due to dlfferenoes
“in opinion between the developed and developzng countries
between Eastern and Western countrles and even among _
Group B’ (the developed countries themselves) The problem
'of revxsing the Parls Conventlon is scheduled to be '
discussed at the Diplomatic Conference to be held in
February 1980 - o

Since the rev1sion of Parls Convention w111 haVe
-grave 1nf1uence on the ba31o cooperatlve relatlonship
i"between corporations 1n the developed countrles and those
“in the developlng oountrles PIPA muet pay attention to"
developments in the future,

' One of the greatest activ1ties of PIPA 1n 1978 was
‘the 9th’ Internatlonal Congress held in Nagoya Clty for o
three consecutive days startlng from October h. The
total number of partlcipants in that successful meetlng

was 104, of which 22 came from 14 Amerlcan compan1es 74
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- from: 45 Japanese:cdmpanies,fand-8.obsérvefs=from_8 :
Japanese companies which are members of the Japan Patent

- Association, ' | '
The Nagoya Congress was the first occasion in which

observers. were allowed to participate in the general -

seting. The obServers were invited ‘as part of an effort

to publicize the activities of PIPA, as:agreed upon at -
the Board -of Governors Meeting when the ‘Williamsburg

 International Congress was held in 1977.

7. 8ince. the. details of the Congress have: already been .
repbrtéd,_I:wnuld"like:to mention only’ some:'of- them here,
. .The honorary: chairman of the Nagoya Congress was Mr,
Shoichi Saito, president.of:.the. Japan Patent Association
-o.and -adviser:tor Toyota Motor Co., Ltd, who not. only has
. ‘worked as the honorary. chairman but aiso-made*every;éffdrt
in preparation and administration of.the meeting to make
it successful, I would like to . take this epportunity to
express my thanks to;him;

Among.the guests:present at:-the Nagoya Corgreéss were
Mr.- Zenji Kumagei, Director-General of‘the Japan?Paténtf'
Office,; Mr. Donald W. Banner, Commissioner -of U. S, Patent
and-Tradeﬁarijffice;mand Dr.‘Susum;Uzawa,~Attorneyfat-w
Law, each.of whom addressed:-the Congress.. This was the"
first time in the.past'fiveugeneralumeetingsfheld'ini

Japan that the Commissioner of Patents and Trademarks,




U, 5. P.T.0: attended the general meeting,. :l:-believe:this

made the:Congress still more:significant,

In his speech, Mr. Banner emphasized that the revision

of the Paris Convention constitutes a:grave problem that
will hawe a great effect on industrialized nations and':
rmay- undermine. the foundation of:the Paris Unjion, and that
it is therefore necessary now:more than ever to:maintain
a close and friendly relationship between Japan and the
U, S. through cooperation of PIPA. He also expressed his
wish that for the benefit of the next generation, PIPA
positively and effectively take part in thefdiscusSidns“
_on this problem which'will influence the international
status of patents and trademarks.

Discussed at . the Board of Governors Meeting after the
-Congress were the following outstanding problems: the invi-
tation to membership from countries other than Japan and
the. U, S, ; and the qualifications of membership as defined
in Article 3 of the current PIPA:constitution., -Investiga-
~tion of -these problems was entrusted with a special
‘committee led by Mr, Adams. The special committee, made
up of four ex—officio, Mr. Adams, M, Kalikow, Mr. Aokl
and Mr. Suzuki, was asked:to file an interim report six
months later, As-a result, amendments-have been proposed
‘o the constitution and by-laws of FIPA; ..

o In addition to the revision of the Paris Convention,
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there are many problemSAthat*PIPA'should join and

cooperate to solve not only from the v1ewpoint of U S.-

Japanese organizatlonfbut also from'the 1nternat10na1

viewpoint, such as Trademarszegistratlon Treaty and

for developing CountPIES.j¢',& B

In concludlng this report, I would like to express

_ my hope that this Philadelphia Congress will make: signi-

: ficant,proéress toward -settlement of. these problems,

__ihankdyopaforﬁyqurﬂg;ndhatténtion.¢;-




-..-KEYNOTE ADDRESS ¢~

. INDUSTRIAL PROPERTY IN THE DEVELOPING COUHTRIES’.
-QUR RESPONSIBILITIES AND OUR ROLE Y i

Patline Newman

- President, Pacific Industrial Property Association

Wednesday, October 24, 1979

- To. keynote the tenth anniversary of the Pacific Industrial
Property Association, I should like to diseusa somé of our
responsibilities as representatives of the most technologi-
cally advanced countries in the world. - I'll discuss some

"of the initiatives being considered_by the United States

gbvernment, and some steps that we in industry might take,
in the wake of the United Nations Conference on Sciénce and

Technology for Development held in Vienna this past

August.

The focus of much activity in the industrial property area
ig the Third World, the developing countries. There has
been proposed a new 6peration of the United States govern-—
ment whose activities have a direct relation to these
interests: the Institute for Scientific & Technological
Cooperation. This Institutg was designed to help Third

_ Wprld countries develop their own technology Base, by
supporting research and development activities within the

developing éountries, with participation from United States

mﬂgﬂﬁgg{héEﬁmgghggwPrgxiders%gfﬂtechnologyvmmThisznstitute~~~~*
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was formed in'July of this year, just prior to the Vienna ' '
Conference.. Now. that' the Conference is over, the Institute: ="
is in deep trouble, and its:appropriation has: been held upi '~

Its future:is uncertain. . But..it. is & new approach to':-

:bu

0 government one which:the:private:

sector has been following: for/years. @ =

One'efnrhe roles foreseen for thls Instltute was the coor—. _
dlnatlon of federal ald act1v1t1es w1th prlvate actlvitles.‘ 
Universities and scientific organizations were toc be the
primaryufocus;wbut.the.sponsorsiof:the;Institute-expressed:”
a strong interest in.coordination with:privateisector
industrial Rﬂ&-D.*-This.concept:haS'been:around-for'a*While}T
Senator Jack Schmitt addressed this. topic two'years-ago.'
Senator  Schmitt.is an .ex-astronaut, “and one: of the :few:
scientists +in the :Congress: . He Suggestedia'“joiht sovereignty"”
between government and industry; to participatein:téchnologi-
ealndeveJOPment'ofitheremerging nations. -This was also & "
recommendatlon of an lndustry group, adv1sory to the Vlenna
conference, to whlch some of the companles ﬁere represented Le
prov1ded part1c1pants. It is an 1mportant 1dea, that doesn't

seem to have a home.

This year (1979) was intended, ‘by the United States dovern=

ment ‘and- ostensibly by other governments; as a year of great




‘progress in.closing the economic:gaps;between the: rich
nations and: the poor nations;mat.least,npnogress«innplanniﬁg.
how to.close these:gaps. : There:were: extensive efforts:
preparatoryato_the:vienna'cbnferenee.m;Therevwereithree'
years-of studies and thinking- and:reports and-papers:and
books, by economists and technologists and. politiciansg in
the Unlted States and 1n other countrles, all deplorlng the_m
grow1ng technologlcal and economlc gaps aﬁd all euggestzng .

remedles.

The Vienna-Conference produced: a heavy weightof disappoint-"
ment. The technologically.advanced:  nations felt-that: the. -
Third World countries-were: unrealistic-in their ‘démands,ahd

probably. incapable 'of achieving*theustatedﬁresults4even if

- the demands were met. “The Third World: countries 'experienced
the general frustration -of those whose problems don't seem
-.to.-have .solutions, and in general .took extremerpositions.and:

presented,extﬁeme;demands,gand_generatedslittleagood»willi-

all of thls is reflected in many areas whlch are close

to the concerns of PIPA members. The proposals for rev151on

of the Parxs Conventlon, that we w111 be dlscu551ng on
Frlday, are mostly due to agitation by the developlng world
- theﬁPG:pqp‘ofg77".that is now over: -120 countries - to: seek:™

economic results through patent.systems and patent: treaties,.:




.in harmony with results being ‘sought in the:politicaliarena.

We here represent mult;natlonal companxes. The very word

"multxnat;onal“ has acqulred negatlve connotatlons."it‘ h

is the multlnatlonals who create and develop and use most of

technology w1th other 1ndustr1allzed ccuntrles, and are 1n

a posxtlon to transfer technology to the Thlrd World. Yet

- many - concerned persons: in the United: States question whether

it is in our national interest to transfer technology.

_There .is. a need for a better understendingsof-the:political

and;economict_as-well as-the technological: aspects,: of '

technology;transfer;to;the-Third-World;

I am conv1nced that the proposed changes in the Parls t_‘ &
COﬂVenthn, and the UNCTAD Codes of Conduct, won't help the
Thlrd World countrles, but they w1ll hurt those companles
that are ;n.the;forefront-of;technology,5and perhaps benefit
those companies that haven't themselves made:the research’
investments and commitments. = I. see no-assurance of benefit

to the Third World countries. I suggest that:the private

sector, while conforming with our nations’ national:and:

internaticnal policies, can inua¢spirit of-enlightened:
self-interest seek effective methods of technology transfer

and investment in’ developlng countrles.



MWe;must~recognize;that-a:worlduwithout'the present ‘enormous
dlfferences between r1ch and poor natlons ls a more stable
world, today and in the future. To achleve thls greater
1ndustrlal lnterdependence would requlre an acceptance

:by Thlrd World countrles of the need for a falr return to
the 1nvestor and the need to safeguard and use 1ndustr1a1

property rlghts as a tool for 1ndustr1al development. .

The first United Nations Conference on-Science and- Technology
for Development was held in 1963. I was working for UNESCO
at about that time,. and was immersed in the planning for that
.Conference-. I well recall the enthusiasm which preceded the
Conference, and the disappointment“ehich follokedxit. It
was a pattern that I fear w111 be repeated. .Since the 1963
Conference the gap between the technologlcally rlch and poor

natlons has not dlmlnlshed, but has generally 1ncreased._ .

It is too soon to judge the full pdSsihle-iﬁpaCt of the

. 1979 .Conference. . But-the technologically rich countries -~
such as the.United States-and Japan ‘have our own problems,
and:the demands of ‘the ThirdLWorld'fbr'capital,"inlthezfaceﬁ

. of our-own financial crises and balance of payments problems,

did not fall 'on:favorable ‘ears.

In”therlong run, I think that if there is any real progress.

_10_
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it will come from the private sector;' We . are’the holders
of the technology to ke transferred. We are the ones with
‘the skllls 1n management and 1n englneerlng and 1n marketlng,

which must go with any useful technology transfer. But none

Mof our companles can be expected to: part voluntarlly wlthémmw

technology and skllls 1n a manner that 15 contrary to our '

1nterests.

This conflict is mirrored in the microcosn- of industrial @’

property. :We have all.lieard the rhetoric of the Group
0f. 77 with respect. to patent.laws,'working requirements,
compulsory: licensing,. and unequal treatment. -‘What are

~ these .countries really saying? . Do we. understand their
.purposes well :enough to respond with a.voice that will
be heard? Or are we polarlzed 1n a way that our 1nterests_
w111 never harmonlze? - | .

~.-The developing world: is causing us to rethink ‘all ‘this."
They_have raised. thought-provoking ideas, -as countries seek

.;to'accelerate‘their,technology-based-industrial gr0wth;f'Is -
the: patent incentive to invention=andfentrepreneUrship=““““
effective..in.a planned economy? Can-patent systems be used
to force:industrialization: at: an accelerated:pace? Should~h
an:originator: of: technology:be entitled to retain ownership

:» 0f this property. ~~.or is the right to usefell-technology~ni

'hﬁ
_f

=11-



human right- that overrides private rights?. -~

The concept of technology as a human rlght evolved coin01dent
{w1th the recognztlon by the developlng world that they were
:'not catchlng up. There evolved the theory of general o
entltlement to that whlch was needed to 1mprove the condltlon
of the country, and thls was generally accepted to be 'h”
technology for industrial development, whether or not it is
patented or -secret, as a matter of right: - to redeem past::
colonial exploitation, rand on the theory that its formation
has already_beeh paid for . in the home country. and it.-shouldn't
earn additional return. -These are political ‘issues, “but: ..
they are .being debated.in the context of .compulsory licensing

or forfeiture of patents and compulsory transfer of knowhow.

The developlng countrles know that they don t have tlme to.
develop their own knowhow, on any reasonable tlmetable for
industrialization.  Despite extensive international ‘assistance
-ehd~900§.willl despite..aid. in.founding .research :centers ‘and
in training scientists, :many countries in the technologically
developing,world'can‘hot,.and do - not expect to,  achieve the
independence: of R&D effort: needed to- support the level of ©°
industry that -they .are planning for. : This ‘is agi:true: in
ﬂor-example Spain,. or. Korea ~ both-witha strong technical+

component = as in the less.advanced countries. ~The industrial

...12_

S




laboratories oﬁ_the_unitgd,states;”Japanl and\Eupgpg_iillf

continue to carry: the burden of applied R&D._..Yet we don't

.itaiprop::tyq.LThe-ThirdeQtJdaqcuntries;a:ﬁ seeking.a. ..

~-solution, in. some. form,of. compulsory.technology -transfer,—

which is providing f@rthexkpglatizatﬁqﬁ,”m

A ﬁoré’ébouﬁj“épprdpfiéte'Eeéhhoidgy“i Much has been said
about the:ﬂééd tokbe‘sﬁfé Eﬁ;t'fhéﬁﬁééﬁndiogy dedght.iﬁid
a country is indeed the best choice .in view of all.Qf-;he;
local factors. The newest technology tends to be capital ..
intensive, qhich_may.n9t¢be,needed br‘desired-in economies
of high.unemp;oymeqt-,,But obsolete or less.efficient:
technq;quymay ﬁqt.bq:desirechither& ;f“azcountry is - .
seeking_to_cpmpete in‘the.egpqrt market:Qr;tomreduceﬁconﬁg
sumer.pricesf,fOr,;hgﬁlaborcneededffo;.mgre_labQ:vin;ensive
choices might reguire skills, or semi-skills, that aren't:

available.. . . .

Whateéver mistakes mayfhé;é“beéﬁwﬁaééﬁin;fhéhbééﬁ,2i£.al;mﬁ
is my:obse:vgtipp“that,tbgse‘issuesza:e-now.we;lgundenstood
by economic planners .in the host countries. - despite.reports
from the Vienna conference that developing countries are. .
still,seeking,thg:glamqrou;.;grgé,scaig high-technology:

projects, and have rejected the concept of "appropriate

_13_




technol6gy " ‘as "hand-me-down knowledge." The developing’

countries” assert that their economic goals won't -be ‘met ‘if

\igecess is denied to advanced ‘technology: I think ‘all of us

here ‘are’convinced that this access i facilitated by ‘parti-
cipation’in world patent ‘and“related legal systems; and will
be increasingly benefited by such Systems as each country
Vevo;?es“;n accordance with its own growth goals. This view

doesn't seem to bershared by the developing world.

.In ' general, the Third World ¢ountries prefer to rely on
case-by-case expediency if proteéction is requiréd to enable
Yocal industrial ‘investment. ' Systems such as protective
tariffs, government subSidies,-pfeferential'ptééuremeﬁt;T"
‘tax and depreciation formulas,’ prohibitions on competitive
businesses; d¢ give -a certain”protective support’;—?but'*‘
igxperience ‘shows that they'don't fosteér healthy -dindustrial’
growth 'in a competitive environment. Rather, they may
foster inefficiency and the preservation of obsoleté“p&bduéts

and processes to the detriment ofnthe‘deve;oping.gopptpy,

‘Also, these short-term refiedies do not foster the’ growth

i_bf-essenﬁialflOCal‘tecﬁnélodidal*ihf&hsfﬁﬁéfuféé:”“Véinng*

degrees of ‘supporting ifiternal ReD effort are appearing’

in those ‘countries that seék to grow by ‘industrialization.’

—14-
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With' established universities, student and faculty exchanges,
and flourishing industries in many developing countries, -
local inventioﬁ*and“innovétingare'startingb albeit pain- -

© . fully slowly.

Estimates are that-at present only ‘three percent of the’

“iworld's R&D- is being  done in the developing countries, which
have 72% of the world’s population. ~Six countries account

‘for 85% of thé world's R&D spending: the United States,

Japan, France, Great Britain, West Germany, and Russia. If"
industrialization continues as a major - the major - goal,

‘then this ratio must increase; to develop indigenous tech-

nqldgy,_and to adapt a&nd improve on foreign technology.

A number of countties have adopted strict rules relating to
foreign technology, intended  to shift the\bafgaih in favor
of local industry. -We have all watched the changing laws
in Latin America. -As another example; India has'placed a'’
5-year limit on patent life in certain fields. *This has
“discoéuraged- foreign investment in these fields. ~Whether
it will enéé&rage'lbbai"ihﬁééémeht,”drflbWer"10651;prices;“
has not yet been observed. Private capital in Indgg_dqgs !
not appear to favor high-technology products, despite tﬁe.
appareht supply of scientists and technicians. This must

be perplexing to the Third World countries - and indeed,.

AR
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.econcmists and sociologistsuayemstartipg_ﬁo_ggestign:opeply
(it used to be a whisper) whether technology and money -~

the, demands of the Third World - are the- answer. . . .

Yet the Third World countries appear convinced thatctheréélution
to their. economic. problems can be found only. through technology.
., The. existence of scientific solutions to, some economic problems

has created: the expectation that there are scientific solutions

to all economic problems.. This.concept was much in evidence

at. the Vienna, conference.

I think that we must be éympatheﬁié fahthéléspi}éfibﬁésaf.
the Third World. I ﬁhink:thé pfdbiéﬁraréééswé'sfé'ﬁOw.sééing
in theﬂbgféﬂtiénd:tfademéfk fiéiéé éfé jﬁét“the Ségihﬁiﬁgfl

. We ¢annét;95$HME.tbat:thezPa:is‘Convention;ié“safe from.
'amendment in.a way.we cannot.accept. .Some commentators .
believe that a Code of Conduct that is punitive to multi-
nationals.will be.adopted by UNCTAD. The pressures will get
sfrgnger,”and'we,“the?holders,ofjphe technology, .must. seek.
ways. to help solve these far-reaching.economic problems,.and

not leave it entirely in the hands of governments. .

Thank you.

r61B137(2)
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‘Message to the Tehth General Meeting of theé

- Pacific Industrial’ Property AsSociation

~¥oshio- Kawahara ’
‘Ditector- General of the
. Japan Patent Offrce, L

It is 1ndeed a pr1v1lege to extend my congratulatlons to
the Tenth General Meetlng of the Pacrflc Industrlal Property
Assoclatlon. ThlS meetlng is a truly 51gn1f1cant occa51on,xrsﬁ
at which those concerned wrth 1ndustr1al property rlghts 1n_,;_
the Unlted States and Japan, two countrles closely llnked
polltlcally, culturally, and 1ndustr1ally, have an 0pportun1ty
to exchange thelr v1ews treely and deepen frlendshlp and under-
standlng. In view of the progress made 1n the 1nternat10nall—
zatlon of 1ndustr1a1 property rlghts in recent .years, we can - .
look forward Wlth confldence to hearlng posltlve and constructlve
proposals brought forward by the holders of 1ndustr1al property
. rlghts at thls meetlng. ‘ L

I would llke to take advantage of thls occa510n to brlng
up a few of the problems that Japan s 1ndustr1al pr0perty rlghts
syetcm is fa01ng,_for the 1nfurmatlon of those present here
today
to varlous 1nternatlonal trends 1n 1ndustr1al property rlghts._ﬁ

Industrlal property rights are. markedly 1nternatlona1




hy nature, but”especially-in recent years, with ever more
frequent international_exchange_being¢faci1itated by . the
coming into effect of various treaties and conventions and
the holding of international conferences, remarkable advances
have.been madeftoward thefinternationalization of industrial
_property rights.' The coming intc effect last yeaxr of the per.,
in particular, means the entry into a new era of world indus-

trial property rights.” At the recent Geneua Generai Assembly

of WIPO, at whlch 1 was present as the representatlve of the

Japanese Government I percelved at first hand the full

" dimensions of the movement for 1nternatlonallzat10n of 1ndus—

trial property rlghts, and I keenly felt the need for a Stlll

more ‘active response, on the part of Japan as well to 1nter—

national trends toward frultful 1nternatlonal cooperatlon
“This is the second year since Japan s 51gn1ng of the PCT

and the work of the Rece1v1ng Offlce and the Internatlonal

" Searching’ Authorlty is now under way as planned but contrary"'

.to expectatlons,'lt does not seem thatﬁﬁﬂl ‘use has been made

of these yet. Adoptlon of the PCT has many advantages for

patent appllcants in thelr acqulsltlon of 1nternatlonal search
reports, postponement of appllcatlon and other procedures, and

for the Patent Offlce as well 1t is hoped that the burden of '

examination will be lightened by the use -of 1nternatlonal
- search reports when processrng 1nternat10na1 appllcatlons.
We hope that, in “‘the future, this system w1ll ‘be put to more.

thorough use by all. o

—-18- . .
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. Aside :from the above, other treaties, such as the
Budapest- Treaty and the TRT; HaveJéqme:fOrWard_sincé'the'PéT}

and Japan .is' now making the necessaryrprepafatiOns“for:signiﬁg“'

these ‘treaties as well.: The rev1s;on of the Parls Conventlon'

”wnowwbelng advdcated by WIPO and other organlzatlons, is a'major"
topic calling for the reshaping of the basic framework: of ‘the’
international industrial property ‘rights system, and Jabah'isﬁ
taking active steps in this direction too.' Since unity is ="
especially: important among the countries of Group B, we are
planning . to hold' a: Group B-meeting’ in Novembef this year in =
Tokyo in-preparation for the’ Diplomatic Conference in February
of next year: 'The heads of the Patent Offices of the Gfoup'B“"wd
countries will be asked to attend to this meeting. I hope to =
hear constructive opiﬁions regarding this matter from the BIPA.
‘Japan: is consciols ofgits responsibility, as’'a major
economic power in the world, to actively cooperate with other
nations in the field of industrial property rights. With
this in mind, it is hosting trainees from China, Korea, the
ASEAN and other countries, and is conducting joint examinations.
Looking now to the situation in our country, it must be
pointed out that in Japan--which ranks among the nations with
the largést numbers of applications-~there is still a great
number of pending cases, and the granting of industrial
property rights is not being carried out with all due swiftness

and accuracy. To solve this problem as quickly as possible,
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‘the Japan Patent Office.is striving to improve its -examination
and‘proéessing capacities by expanding its.organization and - .-
.-stagﬁnapd by promoting the. automation of clerical procedures. -
Furthexmore, since in the tremendous volume of applications,"
thgrenis no_smallanumbe:_of overly protective or insufficiently
prepaxgd,applications,;we-are asking the cocoperation:of all
applicants, in filing proper applications and search
‘requests. Thanks to the various measures being taken; applica-
tion processing procedures are.improving-every.year;-and as:.a
resultﬁ“there is a tendency for processing: time: to’ decrease : -
gradually. In any case, it is our: dintention to push on with
even greater vigor in our-efforts to improve examination and:-
processing procedures. .
In closing, I would like -to-wish this meeting success

and hope for the continuing future progress of your organization.

44
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QUANTUM LEAPS AND COLD FEET

Remarks by

Henry Wendt III, Pre51dent and Chlef _
: “Qperating. Officer- -

SMITHKLINE CORPORATION ' T
Before the Pacific Industrial Property Assoclatlon

Philadelphiad, Pennsylvania-

October: 24, :197%:

Thank you, Polly, 1t really is nice to be here tonlght to
speak to all of you from the PaC1f1c area — my favorlte part
of the world. o ' | ' '

I must tell you that preparlng my remarks for tonlght

was especlally dlfflcult because my thoughts kept drlftlng

- back to the years 1 spent in Japan both as a tourlst and in

establlshlng our ‘consumer products bu51ness. They were some of o
the happiest and most rewarding times of my life.
And I'm happy to say that because of: our joint venture -

with Fujisawa, I still get the opportunlty to visit my friends

there at least once a year.

As.many of you know, SmithKL;oe_Curpo:ationlis_a h;gh teohno;ogy

business with a high investment in research and development.

: Consequently, we have a great interest in, and respeet_for, the

patent systems of the world, f;ustrating‘as they may sometimes be.



But my remarks tonight are not about patents. I'm not a_
patent lawyer and I won't pretend to tell thls dlStlngUlShed
group of experts its bu51ness. I w1ll, however, talk about
a closely related subject, INNOVATION.. Spe01flcally, 1nn0va-.
tion in the Unlted States.

I've called my rEmarks, QUANTUM LEAPS AND COLD FEET.

America is at odds with itself where innovatiocn .is concerned.
On the one hand, there.is a growing‘feeling that America is losing
its edge-in innovation. That other natlons, espec1a11y West
-Germany and Japan, are maklng greater strldes in technologlcal 7
;nnovatlon. That the spirit of adventure and lnventlon 1s drylng
up in Amerlca. 7 7

on the other hand, therehare_thoee who_maintainlthat“‘
Amerlcan 1nnovatlon is as.creative and nroductive as'ever. .

That any 1ag is only percelved, and not real. That we are .
Stlll the world leader zn technologxcal 1nnovat10n..

I'd like to share w1th you some thoughts on the subject

and offér what I hope will bé'a new perspective.

Innovation, TECHNOLOGICAL innovation, is difficult to
" measure. In fact, I think it is impossible to measure.
'Nevertheless,:there”are‘eome‘Very sure indications that
many believe point to 'a decline in industrial innovation‘inﬁd
the United Statés. - o ' ‘ & | .
For example, compare the trends of total R&D expendlture“ﬁ'

levels in the U.S. with West Germany and Japan. From 1962 to
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1972, U. S. expendltures 1ncreased at an average annual rate of
6%, whlle West Germany more than doubled that rate and Japanr;mh_
more than TRIPLED 1t over the same perlod.

: Between 1972 and 1974, the U S. and West Germany 1ncreased ;i

'"by 14 and-15% respectlvely, whlle Japan 1ncreased by a remarkable

50%-

Or, measure total R&D spend as a fractlon of gross natlonal

'product. Whlle it fell by 20% 1n Amerlca in the ten years_

precedlng 1978, 1t”roseuby_;6%_19_West_§etmanyj_aad by 20% in
Japan. Even in tte.seviet Unien; eetteiniy not avleade;ﬂép,
innovation, ReD spend as a percent of GNP inereesed:byu;s%;
It is_tree;_ef_ceutse;_that‘d;rect ComPéfiﬁons~°f.F9t31,A-
R&D spend levels among dlfferent economles are 1naccurate at.
best beeause_of,f;uqteat;nghexchangeurates,‘ But the. trend
is certalnly there.__A _ ‘ e e
Proponents of the lag theory point to the level of federal.
expenditures, which have dropped off by 5% since the late l960,s.
This decline has a profound effect on, the research efforts by
America's universities. Nearly two-thirds. of their budgets come
from govermment .funds. ..

. Here is how it_purts.._The:newest_aéce;erator,ﬁsed for work -

'ip_pure.anduapplied_nuqlear,physics‘at CalTech was built. in. 1960.

Students .are being trained on obsolete equipment. : -
:~By_cqntrast, one -laboratory. in Geneva has a iargerjbudget'
for high-energy physics.than all the labs.:in the United States
put together.:
You can see the problem. In fact, some educators are

convinced that there will be a ."brain drain®, which will see
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the best and brlghtest students AND faculty frcm U S. schools
move over to European unlver51t1es. N _‘ _

Industry spendlng on R&D has kept ahead of 1nflatlon.. éﬁﬁ
the proportlon of funds devoted to ba51c research has dropped 1n
'irecent years in favor of applled research. Industry is grow1ng '
more cautious. '

: 7 Applled research 1s, of course, necessary. -It'producesluseful
varzatlons on ex1st1ng technology. . o |

But 1t is basic research that produces true 1nnovat1cn;

The quantum leaps. R B o ' “

Patents also 901nt to a dec11ne in Amerlcan lnnovation.

The number of U.S. patents granted to Amerlcan resldents has
declined every year since 1971. On the other hand, patents
granted ‘to foreign residents have increased every year since =
1963. In the past five years, foreign citizensxna€e1WOn'mofe
than ohe-third of all patents issued by the U.S5: Government:
. But ‘the ‘share of foreign patents held by Americans has declined.
-To-wrapfup'theiproponent.side?cf]the?arguﬁent;'I‘ll'lookr”?
‘at the reasons for the'apparent“decline. ‘ | .

The most obvious culprit, and one thatlis‘blamed=for just
rabout'everytning“these“days ~i-§ith good reason == is ‘the’ run-away
‘inflation of: the 1970's. While it has'bodsted the costs of R&D,
it has also eaten away iat the returns. “As‘a result, the -small
innovator ~- and even a.few large onés -~ have been' scared ‘off.

»-Inflation has also reduced the level of ‘venture capital

Tavailable TEe” tHe U eHttepransut. " Last yedar s reduction oL ther
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- o Butksthe bidgest: factor, the.one that. comes under:the: ..o

maximum tax on-cdpital .gains from 49% to 28% has ‘freed -up some
capital.” Still, though;:venture capitalists are much-more. .- ..

conservative in taking risks than they were in:the past...

heaviest fire, “is the Federal Gévernment.

First, regulation.

- Federal regulatory programs are: often excessive, sometimes.
unnecessary and now.and then;ﬁontradictory.

Let me give you a goodwexample;‘;The;construétionxindustrya‘
was ordered by OSHA ~— the agency that has written a booklet for.
farmers on how to avoid falling into . cow manure -- to install
beepers ‘on all meving vehicles at building sites so that workers:
would hear the sound and aveoid being run over.

So-far, 'so good.

But then the Environmental Protection.Agency stepped in: .-
and ordered the workers to wear earmuffs to protect. them from
the noise.

The only logic I can come up with is that if they DO-.get
run over, they won't know what hit them.

Excessive governmeﬁt'regulations ——,and‘I emphasize}
excesszive -~ divert preciocus R&D resocurces Lbo what is commbnlyi.l
called "defénsive research". ' By that I mean research that
copes with the gquilty-until-proven-innocent studies of..new.
products before they are cleared for introduction;

I can give you a good example~of.the,efforts of_défensive ;

research from an area that is close to home. _In fact, it I8 home.
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+*Between 1948 .and ‘1962, 641 ﬁewhdrugfprcductsnwere-introduced=
in the United.-States. -:Since. then;-only 247 new drugs have been.. .
introduced to. the! market.-

It ismnot*my.point to.‘say.::,tlrlat,t:_:f«;.]cmfé'rn_ment:_;‘r:«_é_fgulati_c:n-;:i.‘l_‘s_3
unnecessary. Not at all._hCertainly;the\government has been.
successful in preventing a number of potentially harmful drugs
and :products from reaching the market. --But-excessive regulations,
regulations that lack common:sense,.place an.unnecessary and.
costly-drainuon‘innovativefeffdrts_u;Creativity-thatlprodgces
innovation- must-have freedom:to work.. .

Secondly, taxes.: .The-tax system adepted by.the United States
in:the: last 20 years.or so:penalizes;basic research -and its-. ... -
adaptation to technology. . Between corporate income taxﬂan@ -
capital gains tax, investments in plant and equipment cannot be
written off guickly:enough.:.-The system-almost-dictates-that
short-term, - immediate gains:be sought. wInpghe:end,-long—term
investments in an uncertain future are unattracfive.

“The constant: pressure of the tax laws is aggravated by:
antitrust laws. While these laws were.designed. to ensure . ..,
.‘healthy competitionfamoﬁg .S+ businesses, -they.woerk against’
U.S.: industry. in.the world market.:: Domestic-businesses we, . ..,
.considérea'"big“vzo‘years ago:are-now. only:-marginal. in the . -
world economy. ! - -

In spitg ofvthat,touf.antitrust-laws-discourage écalingvup‘?

of businesses:' by mergers: that: may:increase our ecocnomic efficiency
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and make us.better able to compete. internationally.  The force.
of this:.antimerger.effort has channeled acquisitions in the - :

direction of the formation of conglomerates. And I think you'll

agree that conglomerates lack.a fundamental.core.of.technology..

e et e e e e A i e P T

They become focuged on. finaneial results, not technological . .. .. -
advancement. ... Loap e e
Also,gantitrust;enfg;gemegt gptho;itigé;seemﬁ;grmggengﬁgggger
of using new.or e#;endgdktheor;egﬁofiappifrqst_lay_to;apseckﬁggyﬂhjii

mqét;sucgessfplththQlogisallx'$§novaﬁivexc9ﬁ93nies- Look.no ..,
farther than IBm».AT§¢T;Xen9xqangxduPont-;;59?91Y-br?#ki99;9945f.w=
our most.innovative companies.will hardly. improve our. ability to
compete effectively in the international market. ‘ [

The .point.is. that thoselwhgﬁ;ggqlatgrépg govern us have kept
their perspectives locked within. the boundries of the United States..
They continue to fail to realize that the areﬁa infyp}gh;y§hpgmpgfg{?'
has broadened to include virtually the entire world. . .

Getting to'the area you call home, the U.S. patent system .
is, tO;aﬁﬂégreg,J;nvolygq;;n,tng‘R:oblemiasnwei;th.;isa}§ .
at the.beginninghpf,myyrema;ksapbqtC;;wouldn{;ipgeténd to tell ..
you your business, .and I won't. I'LL just identify the issues.
the financing.-= of. the Commerce.Department's. Patent and Trademark .

Office,. the length of patent protection actually provided by.a . .. .

‘patent, and. the widespread lack of uniformity.dn court interpretations

of patent. law. .-
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Possible solutions to these problems, which I know are being

widely discussed are: a recognition of the need for more’funding -

for the Patent Office; an extension of patent term to cover regulatory

delays; and the creation of a special court of appeals for patents

and.perhaps'fér other specialized types of cases. This special

court would insure more uniformity and predictability in the law.
"Another concern is the issue of ownership of rights to

inventions developed with federal money. The federal government

isn't staffed or eqﬁipped to develop, produce and market' inventions.

And without exclusive rights to thésé'inﬁéhtiohé#gindﬁstry is
understandably disinclined to do the 'j‘ob'.' “The result is that’
thousands of patents are gathering dust on government shelves. = 7"

"Before I leave the topic of patents, I'd like to move away
from the United States for a moment to mention a problem of
globallsigﬁificahce. |

I share your concern about the efforts of LDC's to weaken:

the international patent system. In addition to eliminating,
shortening and diminishing the value of pétenté in many of.theit'
éwn countries, the Group of 77 is attempting to'amendvthe Paris -
Convention in order to put an official blessing bn their views.

The possibility of a country granting an exclusive compulsory
license to an imitator is only the most sérious of ‘a number of
- changes they ‘are seeking. ~On the whole, their proposed' changes’
‘would severely weaken the patent system. - They would discourage

high technology industries from investing in their countries.’

“They would’ create further disincentives o research and inmovations -
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I must point out, however, that China; the largest LDC of :
all, is moving swiftly to adopt a patent system that will be
compatible with systems in the developed nations. . One.that

will provide -- they say —— reasonable protection for industrial

..I know..that your .group .is playing;alcritical”rolewin:trying
. to defeat the unwise moves of the Group of 77 and I fully support
your efforts. .?,i '
Finally, to finish up.this side of ‘the argument, and in ' .-~

the interest of objectivity, I want to point out:that industry:

is not only a victim of the situation I described. It is‘also

..an accomplice.

Morenand more, 1ndustry is hedglng 1ts bet on the future j.
by 1n51st1ng on sure—flre, short term payoffs in the 1nterest |
'bf:short—term survival. . o o o
The trend is to concentrate on applled research and develop—
ment.' in ‘fact, in 1956 38% of the natlon ] total baslc research

was perforned by 1ndnstry. Today that flgure has dropped to

about 16%.
But beyond that, there 1s a more subtle and 1n51d10us trend
taking place. A trend that w1ll have a long—range affect.
' Many busxnesses today are be1ng organlzed ——-or should I
say reorganlzed -~ for steady and safe profltabllxty at the ”
expense of 1nnovat10n. They have management 1ncent1ve programs

that empha51ze short—term corporate performance. And many

f
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established businesses ro.longer have’'a management tedm that
has an ‘entrepreneural interest:inithe bompanﬁaffnll'of*these*j-
factors, I believe, discourage ‘the bBold and innovative research’
projects that we ‘are looking for.:

The other side of the coin is less -complex. ' Opponents
of ‘the innovation lag theory:say that'research and:development
spend is not an‘accurate measure -of innovation. ” That it' accounts
for only about 10% of true innovative expenditures. - That the
bulk: —--the. remaining 90% —— comes in-developing and bringing to
market the products of R&D.’ '

 Phey :argue that ‘the patent Ffigures are misleading. ‘That
they don't show whether or not the inventions are EVennmarketable.
As for the number of patents granted to forelgn re51dents, they
malntaln that the SCIGHtlflC enterprlses of Western Europe and .
Japan are only comlng 1nto thelr own. Our sc1ent1f1c enterprlse
remalns v1gorous, healthy, and productlve.‘ ‘ . | .
o Most effectlvely, though, they p01nt to the U S._balance-w
Jof trade.” Whlle 1t has remalned p051t1ve for manufactured goods
in part of the 70 s, the overall trend was down.
7 The flgures for R&D-lntenslve manufacturlng 1ndustr1es,
however, are another story. In chemlcals, machlnery,_alrcraft,_
and profe551ona1 and sc1ent1f1c 1nstruments, not only 1s there
.a surplus, but it cllmbed throughout the ‘60 s and '70'5.

The dtrector of the Natlonal Sc1ence Foundatlon says that

the data do not suggest that the Unlted States R&D base for
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lag in the United States?

innovation is eroding or that it is radically different from .
other developed nations. =~ S

“So the dﬁéééidn ‘remains: Is there REALLY an innovation

I,hpersonally, come'down on:the optlmlstlc 51de.

B But, my polnt is" thls.E The perceptlon that there is an 1n—q
novation lag is what is 1mportant. Bydthat"Iemeaﬁ"iflhmetican‘fl
business belleves that there are 1nsurmountable obstacles to
1nnovatlon 1n the Unlted States, 1t w111 surely be unllkely
to invest in rlsky ventures. ~An when that happens, the Unlted
States Will §6 from a nation of quantum leaps 6 one with cold
foct. — et . S

. ‘\

The situation is serious, but far from hopeless..JT:‘
This fall the government will release recommendations

to 'improve “innovation baséd on the domestlc POlle rev1ew,jﬂ
in whlch some of you have partlclpated. Thls study was lnltlated
by Pre51dent Carter more than 18 months ago, and 1nv01Ves 28
federal agen01es. SR ' e

- It is th0ught llkely that the recommendatlons W1ll 1nclude‘w
the establishment of LOOPEf&tiVé technology centErs, “bax rellef S

for ‘$mall innovative flrms, patent changes, adoptlon of regulatory '

'performance standards ‘and ways ‘to 1mprove government—lndustry

cooperatlon."”
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On that last point we don't have to go far to see a good
-exampie. In fact, we doo't have to'ieave tha_toom,lﬂ_,

7 Japan exempllfles productlve cooperatlon between government
and 1ndustry like no other free nation. . Some of_the;r programs .
include cash grants for high-risk research and development .
_ptojeots that;ate gapayao;a ONLY %ﬁ tha:ptojact.auoqeeoa;.}ong-
tefo, low-iotorast:ioana”for tiohéri§k 3§D,:and,tag.equuaioo,_
for.pottions of togaitias recoived.from 9gpottadmteohoo;ogy._,

f beltete that:there are threglateas here in the U.S5.A.
in which.we must work hard ~and work together_——_to improve:, , .
Fzrst, we must develop an educatlonal system that relnforces

creat1v1ty and rewards 1nnovat1ve thinking.

Next, there must be strong financial incentives, longer
periods of patent proteqtion, tax credits for important research,

and mOdlfled trade laws._

Finally, government must modxfy regulations, while keeplng
thoae that still aasu:eﬁsoc;al;y acceptable corporate pghav;or,.
- Ia s?ito of the carreot atateiof_affaira ;fmlverg'optimistic
-about the future of America's technologicalninnovation. I believe
the steps I have just ontlined will be implemented. _BﬁtﬁI'm_opti-
mistio.for more 1:(-:_.«3501'&15.:l_tl-zrc_;_r;’j_us_‘t.t‘.l';a_t..=

I m optlmlstlc because the Amerlcan people are maklng the1r
_v01ces -~ and thelr dlssatlsfactlon -- heard loud and elear. Thls

November, 12 states will have on their ballots prop051t;qpa to either

reduce taxes or otherwise control government spending.




L PV S i 2 R i

I'm optimistic because the government and Congress are waking
up to America’'s needs. The domeéstic policy review that I mentioned
earlier is an example of a new awareness, and more important, new

action.

"I'm optimistic because the bold report of the Joint Economic
Committee” of Congress on August 13 calls for a rébuiiding of our
indus;rialabése{ I éhould_pdiht:dut thaﬁ thé repbrt Was'imﬁbrtaﬁt
enough td warréﬁﬁwfhféé;sﬁpportiﬁe.;di£6rialsgiﬁ‘iﬁ$ WAL#}STREE?if
JOURNAL."

I'm also optimistic about_the technologicai ihndvéfibh Qf the

rest of:.the world. I believe we are entering a period of healthy.

and vigorous competition.  THé'kihd’of'é6ﬁ§etition that brings
forth the genius that has délivered us‘ﬁo wheréfwe:are today}r
Yankee ingenuity -has a-proud history. .:

It also has a bright .futire.



‘Pacific. Industrial Property Association *
Tenth International. .Congress e
Phlladelphla, Pennsylvanla ~ October 26, $ 1979

LUTRELLE F. PARKER, DEPUTY
COMMISSIONER OF PATENTS & TRADEMARKS.

Héﬁb&é&'cuéété; Ladies and Gentlemens:

. It is a distinct heonor and a pleasure for me to be here
',thls afternoon w1th some old frlends .and so many new cnes to
-address thls luncheon meetlng of the lOth Internatlonal Conferuﬂﬂu
ence ‘of the’ Pacific Industrlal Property ‘Association. It is a i
special pleasure to be introduced so warmly by your presidepttin_g
;Dr Paullne Newman. ' ’ _

‘ Those of you who have been follow1ng the hlstory of the
Patent & Trademark officé know that-'it Has been my ‘great: fortune: -
to have the honor. of serv1ng as. Actlng Comm1551oner for the second
time in the past two years. In fact, I've been Actlng Comn1551oner
" for more than one of the past two years. On this point, I'm happy
to report to you that the administration's .search for successor to
Donald Banner - whom we all knew - who resigneq from‘the off;ce at
the end of June, has ended. R o

On October 15th of this year, President Carter announced his
intention to nominate Mr. Sidney A. Diamond, of the State of New
York and the State of Arizona, to be the next Commissioner of
Patents and Trademarks. Mr., Diamond will be sworn in and will
' assume the duties of that office after his nomination has been
‘confirmed by the United States Senate. This will probably be
within the next several weeks. Mr. Diamond, as you know, has
wide_experiehce in the intellectual property law field and has
held many offices in professional associations, including the
chairmanship of the American Bar Association Section on Patents,
Trademarks and Copyrights. I am sure that Mr. Sidney Diamond
will make an outstanding Commissioner of Patents and Trademarks

and I know that you will join me in wishing him every success.
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' I..came :to Philadelphia: thi& afternoon to report to you :
in.my-posifion as;Acting,Commissioner-of:the Patent and Trademark:
OfficeJthatxthewpatentwsystemvofwthéwUnited*Stateswisrsound,:;~:'H”
progressive and economically. efficient = thanks?in:nolsmall-partf; .
to the efforts pf;the_moréﬁthan‘2q700‘employees-who make-up;theﬁ;m_m'

“staff-ofthe United States Patent and Trademark OLfice = thanks

to the work qf you.who are here today, -you who are members of
the Pacific Industrial Property Association and thanks to the

- work of the various bar associations-and its membership through-

out this great-cogntry of ours-and. througheout.this world over
the past .years. G R T :

Like my colleagués-before me here toddy, I -also came to
Fhiladelphia to talk about%what-l-considér to be three of the. .
major,_anawsome_of;the_mihor”problems,‘to be ‘discussed .at the' .
upcoming,Geﬁeva:Diplomatic COnferehce on- the ‘Revision of the:.
Paris Convention. L

‘As :Mr. :Adams-pointed 'out this morning; -in approximately

‘three months, .a-delegation répresenting the:United States of: !
BAmerica, .a delegation from Japan and representatives from PIPA,.

will leave-ﬂdr¢Geneva,‘Switzerland,to-begin negotiating -with -

their colleagues, 4 change or revision in the almost one-hundred.

. year old treaty known ‘as. the Paris Convention for the protection

of Industrial property,. which we.talked about so.much here today.
This.revision}.whichwhas:been.undertaken‘primarilyxfor-the;bene*;

fit of the developing countries, marks the first. time that we've

. had substantial revision efforts.of this important-treaty.where..

protection for industrial property_as-q_whoiéyngnot; insour opin-

ion; -being clearly advanced. . However,:this is not to say that

.substantial benefits cannot be-gained by the.revision:.effort.  On

the:contrary; ‘all :three groups-of countries - Group B, the devel-
oped market economy.countrias,: Group.:D, the:socialist countries-
and:a group of developing countries may.all benefit from the . re--

vision effort.
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While the initial effort to revise the Paris Convention
‘was primarily. a' Beveloping country ‘iritiative, the most ‘conten-:
tious matters which will be discussed at the diplomatic con-.
ference, are not all matters which they originated. - In reviewing
the many: substantive topics, ‘or areas of concern raised by the
group:. of developing'éountriés;'only'a few remain and these few,
are thought to be of lesser importance when-COmpared'with-the
other' substantive proposals. - v

‘From what you've heard here this'morning, you know that
first among the three major concerns that:I want to talk to you - :
about today to be considered at the upcoming diplomatic confer- -
ence is the proposal of the Group D}-or-sociaiist.countries, to
further accommodate the inventor certificate in the Paris Con=: "
vention. In;this point, -you may recall that “in the Stockholm
revision ofithe-Paris;Ccnventiony'Which tookplace -in:1967, ‘the::
'inventor cerfificate camel, 50 to speak, got his proverbial nose-
into the'Indusfrial'Property'Tent.; At fhat:time; a provisiocn
was introduced inté'the Convention under-which inventor certifi- -
cates could serve -as a basis for a -right of priority-provided
the applicant would have been ‘able to apply for-a patent at the:
time he or she -applied for an:inventor's certificate.. &

¢ In the upcomingwnegotiations*forerevision;fthe‘Group“D, or -

-speialist countries, will be.asking for..further recognition of
inventor "certificates. They want them.recognized not only for. 7
priority purposes, but for all purposes under:the Paris Conven= . .
tion. “Inventors certificates, as you know, appear to .be of :
~very little interest toianyone not:living in-:a country having - in-
ventors certificates. In fact; the main beneficiaries of inven-
tors certificates are’the governments of:the countries having: them.
'COnsequently, further recbgnition of rinventors.certificates is
being extended only under conditions. which assure-the majority -of
countries ‘that'are members of the Paris Convention of some mutual-

ity, 1f you please, of benefits.
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The . Group B .or the developed market, . economy countrles,
are w1lllng to glve some further recognltlon to 1nventors _
certlflcates, prov1ded that for all areas for Wthh an inven-

tors certificate is avallable, the appllcant could 1nstead

if you please, obtaln_a patent. Certaln other condltlons are,

e Group

~certificates.to more nearly eguate them to 51m11ar forms of

protectlons for;lndustrlal_ptoperty which the Paris Conven-.

tien already covers. If the inﬁentors certificate is to be

equated to a. patent, it is felt, as has. been p01nted out by.

- my: colleagues, by the Group B countrles to be approprlate for

countrles _having both forms .of protectlon to pronde some
parallellsm between inventors, certlflcates and patents. All

- parties to the negotlatlons now agree that substant1va grounds’
for grant, for. opposmtlon and for annulment, and the time
11m1ts for presentlng an opposition or a request for annulment -
for both_forms of;protectlon,_that_ls,_;nventorsw certificates
.and patents, should be the same. The only other major point t
of contention .is whether the terms of protection for both 1n~ 
ventors, certificates and patents shall be the same.

At present, both Group D and the group of developlng coun-

_,tries are. attemptlng to preserve certaln freedom in regards to

1nventors certificates that they presently enjoy . In this-re—

. gard; Group D, is not only attenptlng to retaln the rlght to .
,{,grant only 1nventors certlflcates in a number of areas (to the
~exclusion of. patents) in which countrles w1th1n the group pre-
. .sently award only 1nventors_certlflcates,ubut to retain the .

freedom to grant. inventors certificates only or-establith

specific conditions for protection by patents in certain other

specified areas as well. These.areas are: those invelving
pubiic health. The manufacturing of foodstuffs, and those
involving the protection of: the env1ronment, as well as any.

field of technology,not_formerly protected._ The group of devel-

oping countries want to permit any country, which on the date.
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of entry ifito force of” the rev1sed act ‘has’” Dnly inventors

. certificates for certaln flelds of 1nVEnt10n, 'to pe able’ to
continue to grant only 1nventors certificates in''those’ flelds.
The group of developlng countrles further ‘Want developlng '
countrles, which do not now have an 1nvent0rs certlflcate
system, to have the right at any time in the future, to grant =
inventors certlflcates only for any field for which any’ other
country of’ “the" unlon offers only 1nventors certlflcates.

Even though to date significant agreement Has been achieved
in the drafts to be considered at“the‘diplomati¢'COhference}"
bdtﬁzas'tb'ﬁroﬁiding for the grant of patents in all fields for
which'inventbrs'éertificates:are:available_and'togeQﬁatihgrthe"
conditions that'épﬁly to patents to inventors ceértificates im
cdhhtries”tﬁétggréﬁt-both'fbfms‘Ef'prOtectidﬁ;“cIearly;’SOme:”
major:ﬁégbtiéting'poihtéiremain.5'Oneibf"theSQ'pOiﬁtsvdéals with
the extent to which, if at all, any 'country granting inventors
certificates only'rbr'some'fiélds of inventions will be able to
continue to do so after adhering ‘to the new act. ' From' a perusal
of the agreéMEnts already reached, ‘one cphld“éonclude”that'eabh
of the groups has already achieved some benefits. Group’ b, for
‘examplé, has tentatively achieved inc¢reased recognition of inven-
tors Certificates in the Paris Convention. Both Group B and ‘the
7 group Of developing countries have achieved incréaséd"aSsﬁrahces

of beiﬁg'éblé’to_obtaih patents in ‘countries having both forms of
. protection. iPatentsﬁ'as'yoﬁ Know, ‘are ‘more mééﬁianui:thdn*inven-
tors certlflcates to’ natlonals ‘of non-socialist countrigs.: Group .
B and the group of developing'countrles have also benefited from
the establlshlng ‘of certain Testraints on inventors certificates.
and equatlng certain condltlons for patents to’ ‘those: whlch were
more lenient for inventors certificates.- ' P e

Should any of these three groups refuse to agree to the pro-
posed changes to further accommodate-inventors certificates®in
the Paris Convention, it'must be remeémbéred that the Paris Con-

vention ‘will in the new, or GenevaAct, remain as it isin“the

”“StdbkholmtAct“of“19671“”Consequently;~there~shouid“bemsome»furtherWWHMWM

movement in regard to the positions of one, if not several,.of
the groups during the upcbmipg diplomatic conference in Geneva.

‘l38-




.

onekryetobe: asaoclated with- products, fok oy goods

The second. of“the three major issues to be discussed at the
dipleomatic. conference w1ll be the glVlng of enhanced protectlon
to: geographic 1ndlcat10ns of source.-, Th;sematter wes_otlglhe}ly

' raised by the develcp;ng countrles_tp preserve theﬁuse_oﬁutheir‘

various, geogrephic indications. despite the fact,that_they_might:d

of: the. geographlc indication,. .

The developing.countries do not o
want to.be. faced w1th trademarks 1nc0rporat1ng thelr geographlc
1ndlcat10ns .of sources at such time in, the future as they

“would. want to. use their geographlc 1nd1cat10ns for their own

products or goods. . & .. C e Ce e S
Arlslng out of thlS de51re of the. developlng countrles to

hpreservaathelr.geograph;c,;g@;satlons_has_bﬁen,aq.att?mpt by

the European Economic Community countries, who constitute, a’
part of Group B, -to enhance the protectlon given in the Parls;t
Convention to geograph;c_;nd;cat;ons! 1nclud1ng appellatlons of
origini - Appellations -of origin are geographlc 1nd1cat10ns::1

which .serve to designate a product. from an 1nd1cated locale

‘w1th the product. draw1ng 1ts characterlstlc quallty from the

env1ronment ;of: the locale The de51gnat10ns used for French
wines or cheeses, are probably the best examples of appellatlons

«of origin. - -

» At present, the. three groups,.. the Group B, the Group D

and. the developlng countries.group are fairly well agreed that 7
.. some-enhanced ‘protection will be given to geog;aph;c ;hdtcat;ons
.-of source. _Accepteble to"all.threeﬁg:oupe_isplanguegeuthat“willﬁ

require.each'country to provide for the refusal or the invalida-

~tion of. the registration of trademarks which contain geographic

indications. Which mislead the public. Eachucogptry:must'elso_,

-preclude. the use.of .such indications..

..The-EBuropean Eccnomic. Communlty countrles want all countrles
adherlng to. the. Paris Convention tp.p:otect:geogreph;q ;ndlpefn
tions, even. if .the public.is.not.misled, but merely if the in- -

~dication:has:. acquired a reputation and.the indication. is khown,

to trade-circles...
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If you've been following the subject of ‘appellations of |
‘origins, and I'm sure you have, you will remenber- that 'a separate
agreement under the Paris Convention'~’the Lisbon Agreement fof.
the Protection of Appellations of Origin  and theitr IRternational
" Registration “-was formed and tigned in 1958, because héightened
protection for appellations of origin was not acceptablé to: the
majority of Paris Conventién members. Only some-‘Sixteen coun-
'tries“havefadhéréd*to_the-Lisbon Agreénent and conséquently
these same sixteen'cbuntries; as well as séveral other countries
not party.to the Lisbhon Agreement would like‘to-uSe'the“Paris
Convention to 1ncrease the number of countrles, glVlng more rec-
ognltlon to geographlc 1ndlcatlons. )

~Ther Unlted States jOlned by a number’ of non-Eurcpean Economic
'Communlty countrles is ‘opposing the proposal of" the Furbpean -

. Economic Community countrles to give protectlon in ‘the Paris
Convéntion £ geographlc ‘indications ‘which do not mislead: the
public. This matter ig at presernt ‘one of the ‘more 51gn1f1cant
problems whlch will ‘be facing the conference, and it ig paxticu~
larly important in that Group B is split-on the matter, Group D
does not support this’ proposal ‘while the group of developlng
‘countries appear £ ‘support it: ' _

Now the group of developing countries, in addition to support-
1ng the" EuroPean ‘Economic Community countries’ proposal to give
protectlon ‘to geographlc indications’ which do not ‘mislead have made
‘a separate proposal.' The proposal in coheept is ‘in’ ‘the "direction
Jof the ‘Lisbon Agreement, bt without ‘its safeguards. The - separate
proposal of the group of developlng countries would permit each
developing country to notify the WIPO International Bureau of up
to two hundred of their geographical names and up to ten additional
namnes every two years thereafter which it seeksto protect. All
" other countries adhering to the Geneva Act would be notified of
these names, and neither could register the names as trademarks
nor permit their use. Under the proposal; developing countries
will be able to reserve the use of their geographical names for

twéntyye ars,'ev &t :l.fn 6t e Ocla te.d,;._w j;th’""’gO'O'dS";””‘a'nd"*““f O.I-g.:a\.ahm-;, R RT3 -.L«_w:




faddltlonal twenty years 1f assocrated w1th goods. Nelther _: _;_' i
- Group B nor: Group D has deflnltely commented on this proposal B B

- which was only flrst presented in late June of this year, but

:Group B. has ralsed a numper of serlous questions in connectlon

.therew1th._ -As far as the Unlted States is. concerned,-the pro=

w"‘"posal w ld

'ed States law olmeet

-objectlves whlch, for the most part, could not be met under our -
present law.- For that reason, ‘the’ proposal 15 unacceptable to
the Unlted States.;f-__ ‘ . . L
The thlrd major problem whlch we foresee for the dlplomatlc 'e
_ conference arlses from a propoeal to amend Artlcle 5A of the )
r Paris- Conventlon. Artlcle 5A. presently prov1des that countrles ﬁ.
'may, undex certaln condltlons, award non—exclu51ve, non—voluntary
licenses to patents whlch are not. worked w1th1n a glven perlod
of tlme or whlch may be used abu51vely by the patentee._ In _
addltlon to attemptlng to reduce the length of tlme after Wthh

a llcense for non—worklng may be. awarded ~the developlng countrles
. also want to be able to grant an “exclu91ve rathex than a "non-
exclu51ve" lloense, 1f necessary to 1nsure local worklng.:'of ;_ l
partlcular Ainterest, is the fact that in addltlon to the develop-.
ing countrles, Canada, our nelghbor to the north _also w1shes to
- .udfi "- have the rlght to grant "exclusave“ llcenses for non—worklng. '
Canada has a provision in its national law prov1d1ng for the
-awardlng of exclu51ve llcenses for non—worklng._ As a consequence, .
~it has not adhered to the last two. rev151ons of the Parls ConVen-
~tion which permlt only the grant of non—exclusrve llcenses for N
-non—worklng. o o } - -
An attempt w111 be made at the dlplomatlc conference to arrlve”'_.
. at a less harsh, acceptable_prov151on to_replaoe_the proposed _
"exciusive“ provision. Here, as with inventors oertifioates} it p
is unlikely that the proposal for an “exclusave“ nonnvoluntary -
llcense for non-working will be acqepted 'absent support, or at
leastrtacit_approval from:the'three groups of countrles.
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Now whlle these are three of “the major problems to’ be
. discussed at the conference, a greet many other problems will
also be discussed. Among theége ‘are: 'I. an attempt by the =~

"developing countrles to preclude South Africa Efrom part1c1pat1ng”:°'*

in the dlplomatlc conference, i, a proposal "by ‘the developlng

countries té ‘require preferentlal treatment for natlonals of theti““V

developlng countries for fees and prlorlty perlods, i e to'
charge developlng countries natlonals 1ower fees and glVE them
~ longer prlorlty periods; III. A proposal by the developlng .
countries to delete Artlcle 5 Quater and thereby not prOV1de
that 1mp0rted products made by ‘& patented process w1ll b& glven
the same protectlon glven products produced dnmest:cally by

the process, IV. A proposal by the developlng countries to

mandate increased protectlon for cff1c1al ‘names oOf - countrles,'”'”“ o

V. proposal offered flrst by Kenya and supported by’ many other

countrles, to offer protectlon to the’ OlYMPlC symbol by way of o

a protocol attached to the Geneva Act, and ' VI. various other®
proposals amendlng Artlcles 20 - 30 deallng w1th such thlngs as

Signature, ratlflcatlon, asse551on, entry 1nto force, closmng of
the earlier Acts, ‘extension’ of theé Act to territories, @énuncia- -
tlon,_appllcatlon of the Act dlsputes and languages of orlglnal'f

'and off101al texts

Flnally, bearlng on all of the substantlve dlscu551ons and _
the changes to the present Act which wrll result "and of major .
- importance to each country part1c1pat1ng in the conference, is
the questlon mentloned here today of whether the requlrement for
unanimity of voting for revrslng the Paris Convention will be
malntalned Mr. Adams discussed thls matter earlier here today. -
In all prev1ous conferences to fevise the Parls Conventlon, T '
remind you, that no amendment was permltted to the Conventlon 1f
any one country was opposed to the amendment ' 8

This was so because.the rules of procedure for ‘the past con-

ferences contained theé unanimity requirement for aniendment. The

Rules of Procedure proposed for this conference will be up for

4o
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. ments will be made. at the beglnnlng OF ‘'the conference'

con51deratlon durlng the 1n1t1a1 days of the conference. “That's
why 1t is so 1mportant that we have qood representatlon there. -

”tht present, they do - not contain a unanlmlty requlrement., The _
gdetermlnatlon of what majorlty w1ll gulde the approval of amendw

as been to- malntaln ‘the unanlmlty

“The poeture of Group B

requlrement. Furthermore, Group.- B,_ls of. the opiniocn that a

change from unanimity to some other majorlty can be made only 1f
no country objects to the change. -

- While the unanlmlty questlon bg 51mply a procedural questlon,_
it w;ll have.profoundnlmpact-on thewnature ofpthe.amendments
adopted and the acceptahlllty of the Geneva Act for any glven
country.

" Some’ of the problems to be’ con51dered by the dlplomatlc ‘coh-
ference wrll undoubtedly be resolved., Other problems -will -not-be
resolved and, consequently,\wmll not be reflected in. the Geneva

.-'Act. However, it is qulte probable that the Geneva Act will con-

tain some further- accommodatlons ‘of 1nventors certlflcates, ‘en=" -

hance protection- for.geographlcu1ndrcatlons-Qfmsource,xannumberig

of changes of particular benefit to developing countries, and on

balance, an overall mix'of'changes which hopefully, will not be

detrimental to the 1nterests of the Group ‘B ¢ountries and” the

United States.=.! ‘ IR TR o . .
Thank you .so much for the pr1v11ege of belng here w1th you L

qtoday and thank you for rece1V1ng me so warmly. Thank you.
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:CLOSING ADDRESS
‘ . Shusaku TOKT

Pregident of Japenese Group ;
“Qetober-26, 1979. .

Dr. Newman ladles and gentlemen it is time now to' o

_close the 10th PIPA Philadelphia Congress.

I would like to express my thanks to all of you on
behalf of ‘the Japanese Group. ' '

We offer sincere thanks to Dr. Newman Overall
President, and 'all the members of the American group for

your efforts in thé preparation and administration of this
Congress and also. for your hospitality, kindness and the .

oonsideration'you“offered us.'”We-also'Express our thanks

to Mr Edward H. Valence who worked as Program chairman

-and to Ms., Marcia Pintzuk, who assisted in the preparatlon__

of ‘the Congress and ‘made her ‘own pr95entation to the -
Congress. ' ' o ' '
Other members of the staff who worked for this .
" Congress are Ms, Frances Walsh, Ms., Mariamne Frattari,
Ms. Ruth McTague, and Ms. Betty Ashenfeloer, Mr, T,
Nakamufa and Ms; Fumiko.dfegg, whe ere interbreters;
assisted me to the last, as did, Mr. James Ash who is in
charge of technical matters, and Ms, Miwa Nishimura,

who also helped us as an interpreter. We would like te

offer them applause with sincere thanks. FPlease give them_

a hand,

In this Congress, an excellent presentation and an

problems covering patents, trademarks, know-how and




" conventions - especially the revisions to the Paris
Convention which was the major theme of this Congréss,
‘I think the Congress was very successful. We exprass ~

our sincere thanks to the Japanese and American chairmen

CTo cbmmemdféfé“thé”iOth'Ahﬁi#ersafy:Sf:?TPA;"Mr;"Jéhn

R, Shibman'méde‘ah”impréséivefsbéebh'énﬂipfdduaed:fihe“?”

leaflets of the Ten Year History of PIPA, *'This is a very
significant work, - Thank you, Mr. Shipman, - =7 =% =0 W
We also wish'tb offer our siﬁcere thanks to Honorary
Chairman Mr, Henry Wendt; and to Mr, John Croock, Mr. René
D, Tegtmeyer, Mr, Cyril G, Wickham and Mr, Lutrelle F,
Parker who attended this Congress as guests, Thank you
for your excellent speeches, Mr. Parker will give a
speech after this, _
We feel much obliged for the consideration on the part
of the American group in selecting the locales for the
Congresses in the United Statés. It was moved from Boston
to Williamsburg and then here to Philadelphia. We were
~not so familiar with American history around the time
that it won its independence, buf through the past three
Congress in the U, 3, we have learned much about America,
which I believe will further mutual understanding between
the two countries,

It seems that the international problems relating to
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the industrial property system will not be settled easily,

Thus, it is necessary for the Japanese and American, groups

to. cooperate in an effort to establish progress in this
area._. )

As the Board of Governors Meeting before the Congress

opened, we decided that the next International.Congress

would be held in Tokyo in October 22, 1980.. Looking. .
forward to seeing our Iriends again in Tokyo, I end my ..

closing address, - Sayonara,
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Recommendal:ons o! the Subcomm:tfee on Pafenr and information Policy .

Rudoiph J. Anderson ‘Amaérican Group

Final Repm,,_ __ i
on._

( REFERENCE )

. s Ao on

Patent Pohcy

A Draft Report of the Advisory Subcommtttee on Patent and-Informatmn Policy of the

Advisory Committee on Industria} Innovatzon established as part of the Domesuc o
, Pollcy Review. : : : e

February 6.. 1979

Nouce Thls report represents the views of the Subcommlttee on Patent and Tnfor-

. ‘mation Policy of the Advisory Committee on Industrial Innovation, an advisory commit- ‘"
" tee convened by and reporting to the Secretary ‘of Commierce. The views of the Sabeom
. ... mittee do not necessarily represent those of the Department of Commerce or any other
' agency of the Federal Government. e’ ; .

FOREWORD

A domest:c policy review of industrial innovation is being conducted as a result . '

“of PIESIden! Carter's concetn for the status of industrial innovation in the United States.” =~ ...
“"This Téview is being directed by the Industrial’ Innovation Coordmatmg Commlttee.. S

chaired by Secretary of Commerce Juanita M. Kreps. :

" An Advisory Committee on Industrial Innovation has been estabhshed that Wil
bring to bear the views of business and industry, organized labor, the public interest and’
the academic community expert on the subject. The subcommittees created under this:

This Draft Report on Patent Policy was, prepared by the Advisory Subcommittee on’

berg, President, Aspen Systems Corporation, and ¢o-Chairman-Patent Policy Robert B.

-Advisory Committee ar¢ examining a wide array of federa] programs and policies that e
-impact upon industrial innovation, :

o j_Patent and Information Policy under co-Chairman-Information Policy Herbert R. Brin- - .-

Benson, Director, Patent Law Department, Allis:Chalmers Corporation. The subcom- . ‘

on economic and trade issues and their impact on' industrial innovation,

" mittee, composed of representatives of the business and industrial community, has focused.. -

'The pubhc portion of the domestic policy review will culminate in a senes of seven -
publi¢ symposia to be held in January, 1979. This report, together with those of the other

. ‘advisory- subcommittees, will form the basis-for presentations and discussions at the
~'symiposia. “The moderator for these symposia will-be Dr, Jordan J, Bamch Ass:stant o

Secretary of Commerce for Science and Technology.

Following is the membership of the Subcommlttee dn Patent and quormatlon Pohcy, ,Vj o

as well as the symposia schedule.
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of the Government Domestic Review
of Industrial Ipno__vaﬁon o

Report of the Subcommittee

This Subcommittee was-zsked to examine thé effect the U.S. patent system Hhas on’
the innovation process, determine if some aspects of the patent system are mhlbntmg‘ o
innovation and recommend changes in the system ‘which ‘could further stimulate innova-

tion, For purpose of this report, the innovation process “inclides ‘all the steps’ from

conception of an idea through research, development, engineering, and marketing to the .
commetcialization of a product or process mcorporatmg the or:gmal 1dea :

SUMMARY

In general, the patent system has served the country
well. Major overhaul of the patent system. is not
recommended. Nevertheless, some modification to the
system could have a beneficial effect on nnovation.
The most serious problems with the patent system are
the uncertainty about the reliability of patent and the
long time and high costs associated with resolving such
uncertainty through litigation. When proper considera-
tion is given to these problems as they relate 1o those
independent inventors and small businesses whose
success—and indeed very existence—depends upon the
innovation process, it becomes clear that some changes
must occur, These problems deter investment of the
money required to commercialize an invention (a neces-
sary and expensive step in the innovative process), It
is here that modifications to the patent system can have
their most beneficial impact. Steps should be taken to
increase the assurance that a patent is a valuable piece
of property, something that offers proteltion to sub-
sequent investment.

The committee has identified four major goals to

which attention must be addressed to enhance the in-

novaiion process ihrough improvement of the present
patent system:

1. Enhancement of the reliability of the patent grant
to the inventor and those investing in the commercial-
ization of his invention;

2. Reduction in the cost—both in time and money
—of judicial enforcement of the rights derived from the
patent;

3. Extension of the availability of commercial ex-
clusivity derived from patents to new technological
advances and technological advances whose patentabil-
ity is presently in question; and

4. Development of systems transferring the com-
mercial rights to government-supported invention to
those in the private sector capable of their innovation,

We have three major recommendations to improve
the reliability of the patent grant.

1. Upgrade the Patent Office by:

& Providing an adequate examining staff to assure
a rigorous high quality examination, This would in-
crease confidence in the patents that are issued.

b. Providing modern research- tools that increase
the probability of finding the relevant prior art. This
would be a cost-effective investment by reducing
research time per examiner, as well as reducing the
frequency of subsequent proceedings to argue the
prior art.

2. Provide a reexamination process—available to zll

interested parties—in order to ensure that the patent-

ability of the invention described in the patent has been
considered by the Patent Office in the light of all
relevant prior printed publications,

3, Provide a ceniral court to hear patent appeals.
This would provide greater consistency in judicial
decisions, thus reducing uncertainty.

To reduce the present cost of judicial enforcement of
the patent grant, a request should be directed to the
Supreme Court, and the Judicial Conference, to require
each Federal court to exercise a high degree of control
over the conduct of pafent litigation, with particular
concern for the time and expense of discovery,

To foster commercialization of inventions made in
governmental laboratories, under government research
contracts and in university laboratories supported with
Federal funds, the subcommittee recommends that the
commercial rights in such inventions be structured in
a manner capable of being transferred to industry-—
small or large—t0 ensure capital investment in their
development. Such transfers should be subject to a
license right reserved to the Government to ensure no
further payment for governmental use of the invention.

The subcommittee also recommends clarifying the

statutory standard of patentability and permitting -
censees to agree not to attack the validity of hcensed
patents.



An adequate extension of the patent term should be
prowded when commercialization of patemted inven-
tions is delayed due to Federal regulations. . . )

The Subcommittee recommends establishment of.
eign policy which encourages other countries to provide-
“United States innovators the right to obtain enforceable
patent rights, thus extending- the .incentive to com-

" mercialize United Statesinnovations’ in international
markets.

Further, the Subcommittee recommends cIanﬁcanon
of the scope of patent rights’ to clearly include ‘new
technelogical advances, and particularly technological
advances whose patentahility is presently questioned or,

use-spec1ﬁc chemncal forniulations based upon unpatem— s
able bto]og:cal]y active mgredlen:s and. compluter : soE
ware,

Generally, the proposa]s are ‘set forth in the __on_:l_e o : R

of priority recommended by this Subcommittee,
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Section 1

BACKGROUND

The United States has been the leadmg mnovauve
nation in modern times and has created many new

" industries. One need only look at the major new indus- -

tries started within the last 50 years, such as those

involving electronics, lasers, antibiotics, synthetic fibers,
instant photography, and xerography. There is still/. -
room for further innovation and it will continue if pro- .
vided with a proper environment. Such an environment -
existed for years and produced outstanding results. Our.
patent system contributed significantly ‘to-an-environ- ... - :

ment which promotss inngvation,! Unfortonately, there

2 Robert F. Dale and James K. Huntoon, “A Cost-Benefit Study of the

Domestic and International Patem System,” Ideq, Volume 3, Ko, 3, fall .-
1967, page 351, used several different methods to approximate the bznnﬁu .
of the U.S, patemt system, which resulted in. benefit-cost ‘ratios ranglag -
from §:1 to 50:1, with monetary benefits in the range of sz to $15 bilion . .

annually {page 405}.
See also Robert B, Benson “Patents Tn Our Free Enterprise- System,”

presented at the John Marshall Law 5choul Febmary 20, 1976, auached ¥

&3 appendix C.

have been disturbing recent iﬂdications- th'ai theré Has
- been a decrease in the rate of innovation and in that -
- portion of the R. & D. investment ‘devoted to: new i/

product lines and basic research.

Capital investment is growing more slowly in the ..

United States than it is elsewhere: 14 percent in the
United States, 30 percent in Japan, 20 percent in Ger-

many, and the United States trading position, even-in: a

high technology products, has deteriorated.

An even more dramatic indicator of the innovation™
decline is evidenced by the recent decrease in invest-:

ment capital obtajned by business, This decline can Ye
readily seen from the following table that shows the -

capital acquired by firms with less than $5 million in net
worth from public offerings smce ‘1969:

.. 1 -Fotal o

Number of . amount
Year offerings  [millions)
1969 548 ___ . §1,457.7
1970 209 i 37
1971 224 SERMEETA. TR £
1972 T SRR 71 T
1973 69 ] 13715
1974 8 - A3
1975 4 . 1682

The catastrophic decline in capital obtained by small
businesses is apparent, and the trend extends to other
sources of small business financing, including profes-

" sionally ‘managed venture capital sources-and-high-risk

investments by individuals,
There has been a net decline in total United States

_expenditures for R. & D., as measured in constant dol-

lazs, since about 1970.% % That decline was the result
; Science Indicators, Netional Science Board, 1976, pages 108 through
* Pusiness Week, July 3, 1975, page 58,

of a sng:uﬁcant cutback on R. & D. spending by the
Federal Government in the last 10 years, particularly
in aerospace research.. Industrial R. & D, has shown
an average real growth rate of about 2 to 3 percent
- -annually. The data do: not suggest a -decrease in re-
sources applied to R. & D..by the private sector. How-
. ever, some -analysts support the idea that there has been

a shift in the emphasis of R. & D. from a search for new

technology to upgrading -exXisting: technology and com-
. pliance with government regulations.
The high technology industries have the largest con-
centration of R. & D. effort. The ratio of R. & D, ex-
- -penditure;as’ a percentage of sales has.remained fairly

-”,_corpo:ations than low. technology corporations.

. Despite the fact that United States industrial R. & D.

‘has not declined, in high technology areas there has been
.© @substantial increase in the pumber of patents granted
---to foreign companies. - Of the patents granted to U.S.
~residents in high technology areas, the large majority
..: are owned by corporations.and:very few individuals.
In certain high technology fields, such. as drugs and
chemicals, about 90 percent of the patents are assigned
o corpgrations, “rather than 1ndmduals‘ Individuals
;i 4 Supra, footnote (), page 112, !abt=,4-,_22 3 .
- tend. to..own:relatively more- patents in less technical
. mreas, . At least.in ‘part, this is explained by the high
“cost-and comiplexities .of doing research in high tech-
..* nology: areas, again -underlining the need for effective
.‘patent support-in those innovative businesses.
The 101al number of patents issuted annually has de-
clined since 1971,% suggesting a decline in innovation;

8 Supra, fooinote {’) pages g5 through 105

... however, _when considered on- the basts of filing dates,
.- the changes are small, with -only a slight downward
.-trend.There: has been an increase in the number of
_ patents granted annually to foreign residents and a
- _.decrease. in. the number -of patents granted to U.S.
.~ residents.  .The share of U.S, patents issued to foreign
.applicants has doubled.in the last 14.years. These data
suggest that inventors-in. other countries are becoming
.. _.more active, rather than. a-sharp decline in the rate of
" U.S. invention. Further, the- data suggest that US.
innovators are_facmg increased competition from in-
novators in other countries.
Individuals and the full range of firm sizes, from
small to large, are important to the innovation process.

often critically important to individuals and small firms.
Some studies have shown that small firms produce
major innovations at a higher rate than large firms,®

¢ Science Indicators, Natlopal Scienke Board, 1976, pages 35 through 41,
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. constant, -the: ratio. being higher for high technology -

~An-adequate -patent-system-is-important-to-zll,- and..is... ...
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':although it has been suggested that larger firms may

have fewer major innovations per R &D.: dollar

-:gause they produce more expenswe mnovauons.

* Supra, footnote ('). m«.- 118,

percentage of their patented-inventions- than - larger

. firms,® although both large and small firms report about

g, g Sanders, ' “Patterny of Commercial Exploitation of Paiented
Inventions by Larne and Smal? Corporations,”™ PIC J. Re.r & Kd., volnme
a. No. 1, sprmg 1964 page 51 ar page 53.- A

“'the"same percentage of patented mventlons as bemg

useful when, in addition to commercial use, llcensmg

':and other purposes are consldered" Patentcd mven-

34 Ibld page 'M

.tions sppéar to bavé'a greater éffect'on reducmg costs
.- of comimercial producuon in large ﬁrrns- Y-but'a greater

‘w Ibfd pege 7.

effect on increasing sales in smaller lirms.11 Both large
4 754d., page 11,

and small firms report that the net return on patented
nventions varies over an extremely wide range,’? which

B 7bid., page BY; see Appendix B,

is some evidence that the number of patents, as such,
fails to meaningfully measure the worth of patented
inventions.}* Large and small firms which have a higher

3 Richard L. Sandor, “The Commercia! Value of Patented Inventions,”
Idea, 15:557, winter 1971-72, at page 562:

H,, . it is pot really the total number of patents which a firm has

igned to it which i profit but only those which are used,
The aggregrate number of palenls may over- or upderestimate the
effect of inventive activity on profits.”

utilization of patents tend to experience greater sales
growth than firms with a lesser utilization of patents.

3 Supra, fooinote (1), at page 352. There Es a slight, but not statistically
significant, tendency for small firms with a high propensity to patent to
experience greater percentage sales growih than large frms with & high
propensily (¢ patent, See pages 166 and 367, Dale and Huntoon also
observe that firms with high R. & D. 1ead 10 show mare sales growth tl'_lan
firms with low R. & D.; and, firms with both hich R & D, and 2 high
propensity to patent tend to experience greater-sales growth than other
firms,

Eightly-five percent.of U.S. exports are made by
only I percent of U.S, companies.!® There is 2 strong

* Business Week, April 19, 1978, pages 60 through 66.
correlation between exporting and R, & D. in the United
States. There is a positive trade balance in R. & D.

intensive products and a negative trade balance in non-
R. & D intensive products.’® There is also a positive

# Sppra, footnote (%), page 116,

trade balance in technology transfer.!” A positive rela-
11 1bid., page 31.
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: Small ﬁrms tend to“puf o cornmercxal use™ a“l‘ugher"‘"“"'

: noushlp appears ‘between’ mcreased exports to forergn'

countries and patent ﬁlmg in respective countri¢s of

_"export; i.c., the more patents, the more subsequent ex-
-ports.’® Improvements in our ability to-innovate could

- “.'a'upm. tomnme (] at page 352

have a s:gmﬁcant impact on our balance of trade. G
About 50 percent of all litigatzed patents are held
invalid, which is virtually the same. cutcome as in many

"other fields of litigation, such as wills, land titlés, and
_contrr.lc:tS'm however, a lngher percentage (about 65

- WHoward T. Markey, Chief Judge, 1.5, Court of Cusmms and: Fetem
Appeals. “The Stafus of the 1.5, Pafent System—Sans Myth, Sans Flec-
tion," -address before the European Study - Conference,” London. England,
January 28, 1977, ceorinted in J, Fartenr Office Soctery, Volume 59, Ne. 3,

" March, 1977, page 164 at page 169, Chief Judge Markey notes that many

more heldings of invalidity are reported’ than hnldings of validity; he ‘also
suggests that the number of patent d does not. rep
a statistlcatly valid sample of U.S. Patents:

*"The fundamental error. which has. caused. so many. from other
nations to. join those Americans looking -askance. at-the 1).5. patent”
aystem, 13 the ¢mployment of statistics to gage court autitudes. The
number of appellate patent decisions is simply too small to bustify
the drawing of any conclusions, as some of the reporters of stavistics
have themselves cautioned in. theit reports.. The number of patents
adjudicated by the appellate courts between 1968 and 1972, for ex-
ample was Jass than 14 of those adjudicated in the district coures, only
11 percent of those en which suit was. filed, and less- than 2/10. of
1 percent. of those jssued. Between 1953 and 1971 over 1 million
patents were issued. Only 1,080 were litigated or 0.1 percent, The
total number of patents subject to litigation, ie., those issued up 1o
17..years prior to 1953, is even greater -and tunher reduces: the
staistical sample 1o far less than 0.1 percent. Conclusions drawn from

wsuch ' de minimis sample in any Gther figld would be - laughed uﬂ
the stage by trained stavisticians.' (page 157)

to 70 percent) of appealed patent cases result in liold-
ings. of - patent invalidity,?™ #* Patent lmgatlon is-ex-

® [pid., page 171, -

.M in. Germany,. in t975 90 petem.s were r.hzllenged for mvahdizy
Twenty-two percent were found invalid, and another, £9 percent. were
found pamal.ly invalid. See Bemard Nash, "Remarks Before. the Indus-
trial R hia, October 18, 1976,- sepringed in
l Farent Oﬂicr Snﬂer.v. Volume 49, No 3 page 143 at page 147,

tremely exXpensive; m’ernb'ers “of the cominittes - Who
handle patent litization report that-they advise clienits

to e’ prepared to spend at least $250 000 for- patent

lmganon

_STIMULATION OF MOVATION
BY THE PATENT SYSTEM.

Our Subcommittee concludes that the ‘patent system
“ié-'an essenitial element in our free enterprise system in

sthe United States, has- performed exceptionally well,

‘and has made a srgmﬁcant contribution to the economic
development of our country. # This is 50 well accepted
"Memorandum for Jordan I Baruch, Asslstant Secretary for Selenee

and Technology from Donald W. Bl.nner, 1.5, Department of Commeree.
Patent and Trademark Office, dated October 13, 1976.

by the members of our Subcommittee, who have wgrk_ed
for many years directly with the patent system, that we
tend to take it for granted. Studies have concluded that




the patent system has performed well its Consmuuonal
,_.mandate “to ‘promote the progress of . . ~. useful
“arts,” 28 2 % These. and other studies set out many

;.0 n Paosition on the U.§. Patent
System,” 1978, See appendix .

® “S:udy of the Subcommitiee on Patents, Trademarks and Cupyﬁlgau
of the Committee on the Judiciary,” T.§, Sepate, Study No, 1, US
Government Printing Office, 1956, Se=. for enmp!e, page 12, toumou 16,
“ﬂ 5’5.11 5}U.nll "o We N:ed a Pat:nt Synqn,“ J‘. Parent Oﬁcc Socjm-,
Volume 51, No. B, August, 1969, .
“Well-known ' examples which 1llustrar.e how the patent
“systermn has stimulated the decision to ¢ommercialize
inventions, resulting in large financial gains for indi-
viduals, firms, and the country (e.g., taxes and jobs).
Many less- well-known examples . of important. inven-
tions commercialized at least in part as a result of the
.patent system, and which have resulted in more modest
financial rewards, appeéar.in reported tax cases? .
%S¢ D, C. Richards.and G. E. Lester, “A ‘Patent Harvest,” 1978

Parertt Law Anmmt pages 1 lhrough u for several repreumauve case
-histories. -

" Several qua]nanve studies 37 20 mcludmg reccnt

N = “Report of the Preﬂdents COmmlSSIUH on the Palent S)-'stera," U.S.
Governeent Printing Office; 1966.
4: A#E A Gee and C.. Tyler Maungmg .l‘nnmauon, pages 222 lhruugh 234,

studies by the ‘United  States ‘Patent and- Trademark
Office and the Indusmai Research Insmute 2.3 have

® Lypra, footnote (2),
L Supra. fontnou (”)

concluded that 1he patent system whﬂe fundamemally
sound, could be strengthened so that it does a better
job in promoting decisions to commercialize inventions.
While the subcommittee can cite no rigorous evidence
which ‘establishes that changes in the patent system
could have 2 major impact on the rate of R. & D.,
there is a consensus among the members of the Sub-
_cdmmiuee that the availability of reliable patents has
an 1mpac: on the focus of R. & I, and on decisions to
‘invest in the commercialization of pa[ented products, -
Continuing efforts by governmental spokesmen with-
in. the Department of Justice and the Federal Trade
Commission to limit the available methods of com-
mercially using patent rights .has had the effect of

reducing the usefulness of patents in raising capital,

especiaily for the purpose of completing the innovation
process by commercializing the invention.
Ome of the ways to encourage investment 10 complete
- the innovation process by commercizalizing inventions
is by reducing the risks involved in decisjons to com-
‘mercialize. The risk of commercializing invention can
be reduced if the inventions are the subject of reliable
Patents ¥ and if uncertainties relating to the utilization

N Supra, lootlmu {2,

~of “patent-rights can be" ToEOIvE

ekl a p
“sively. Also, the availability of rcliable patents en-
courages decisions to disclose inventions through the
patent system; and, disclosure of inveations in patents
appears 1o exert a stimulative effect on competitive
R.& D3

= Ibid.

.. The Subcommittee has identified four major goals to

“which attention must be, addressed to enhance the in-

novation process through improvement of the. present
patent system,

(1) Enhancement of the rehabxhty of the patent
grant 1o theinventor:and those mv;stmg in the com-

--mercialization-of . his -invention;

(2)-Reduction in the cost—both in time and money

:—of ]udmal enforcement ot‘ the nghts denved from

" the patent; -

"advances; and

(3) Clanﬁcauon of the avallabllny of commerr.:lal
exclusivity Merived fr from patents for new tEChI!O}OgICﬂ.l

(4 Developfhent of ,systems transfemng the com-

mercial rights’ to ‘govérnment-supporied inventions to

those in the private sector capable of their innovation.
. Sections 2 apd 3 of this report set our, the-Subcom-

) mmees recommendations .to .enhance the- innovation

process by improving the patent system in the above-

. |dennﬁed areas.
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'stm:u]atmg innovation,” All menibers of ‘the” Subcom-
- mittee urge prompt melementauon of the substance of
'these propasals v .

PROPOSAL I.—UPGRADE THE
.;,PATENT 'AND TRADEMARK OFFICE

“The Subcommittee strongly ® récominends- thai- the
‘Patént and Tradémark Office: (PTO) bé'given sufficient
funids and resources to'thoroughly and caréfully process
patent apphcauons so thai the reliability of resulting
patents is greatly improvéd and*the enforceablhty of
such“patents is enhanced. ~This is tmperatwe to ‘the
maklng of souind decisions on :nvestment in itinovation.
-~ The basis of a goad patent system is a' good' search

- and-an examination which resu]ts in a clear definition
of: the “invention. -PTQ patent exammers presemly
spend an average of 15 hours in- exammmg ‘each patent
application, including revxewmg and” underslandmg the
disclosure and the claims; conduiting a ‘séarch of the
prior. art, .including: United States-and. foreign patents
and the literature; writing an a¢tion either al!owmg or
re]ectmg some or all of the claims, and ngmg reasons
why the claims ate believed to be unpatemable, review-
ing the re5ponse “filed by the applicant or his attorney
to-such’ action; conducting ‘a further, search angd éither
granting - or refusmg the patent.In- the. latter event,
another- action is’ prepared  again .setting foith, the
reasons “for rejection so- that the- -applicant can demde
whether an‘appéal should be taken.

The most important part of the examination proce-
dure js the search of the prior art:by the ‘examiner.
This. is done manuzlly by him.-Beczuse of time. pres-
sures placed on the examiner and: the: inherent Hmita-
tion: of the examiner’s search file, he cannot search all
of . the literature published throughout the world which
may. contain. pertinent . relerences. Applicant“and- his
altorney are required to assist- the examiner-in ‘this

P
Subcommntee feels _wou]d have a niajor impact. on- -

andles approxiffaiely 103, 00 Hew patent
apphcauons per year. with a: staff .of 3,000 people

.(approximately. 1,000 exammers) and a_budget. of

_$93 million.. By-contrast; the European- Patent Office

(EPO).is projecting an annual -load of 40, 000 patent
application_filings with a staff of 3,000 people and a
budget of $115 milliosi, :Such an EPO budget,.if scaled

up to Liandle the load. hand]ed by the PTQ, would be

two and a half ‘times the cufrent PTO budget

explicit goal of the European Patem Office is to cunduct
high' quality examinations for, the purpose of reliability

.and predictability. - The subcommlttee feels - that the

‘Unitéd States should have the same goal,.

" In light of the foregomg, the subcommittee submns ‘

“thiat the PTO should be given the funds ! and resources

It the PTO is-given i 4 funding,
1o raising at leas[ a partion of such funding through higher fees.

ideration”should be given
The

. Guwrnmeut Accuuntmg Oftice hat” propused that_the PTO recover in fecs

. Chemical and Engineering News, November 27. 1978).
ifeels, however, thar excessively high fees could constitite a disincentive to

55 percent ‘of its cdsts (it pow recovers 32 perccm of 15 costs; see .
.The:Subcommiuee

innovaes .on the part of individual inventors and small fiems. Any. steps
takien (0 raise additional _Income from PTO operations should, accord-

- ingly.. give spena] cons1deranun w prov{dm; r;lul fur mdmduals and

: small firms: -

process. by.citing information of which: ‘they.are aware -

which. js material .t the examinatior; however, ap-
plicant and his. auorney are not always -aware oi the
most relevant. art. .

];‘ailure by .the U. S examiner o ﬁnd and cite per-
Atiment prior art results in- the issuance ‘of patents which
contain claims that do noi accurately define the scope
of protection to which the invention is entitled, and
thus are not given a high degree of. acceptance. in prac-
tice and aré more vilnerable to attack ‘in the courts.
Infnngers involved in- ‘patent. ilugatlon ‘and ‘who cite
prior art not' citéd by the €xaminer (even art that is
not more pertinent.than. the: cited .art)- have greater
success. in convmcmg gcoutts to mvalldate :he patents
over such new prior art. s o
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o0, imp'rove, its _exami_n_ation,procedure an'd_ 'thereby_ 1o
enhance the validity and enforceability of U.S. patents.
Such improvement  should . include. expansion: of the
PTO examining orps to permit more. thorough search-
ing of the. prior. art’ without -Increased . application
pendency. . EmphaSlS shouid be placed on the quality
of the patent examination. and not.on guantity of
applications examined. The PTO should . expand. its
quality ‘control program. to review a_greater: sampling
of ‘allowed patent apphcanons, thus_enslring more
umformuy in the quahly of ihe issued patents. Further-
imore, the PTO should i .improve the integrity and com-
pleteness of the PTQ’s primary search tools, ie., the

_patent search. file. and its, scientific; library, -

The Subcommitteg further recommends lhat fo the
extent feasible, the PTO develop, have developed, -of
use an,.available computerized -patent. and - prior -art
search systém. to better assure the. findings and con-
sideration of the closest prior art by the examiner,2. By

- AThis s substamtially Identical 1o a primary r::ommenda!io!: bemg
mlde by the In:l'ormauon Subcomnnuee :

developing such a system.'evenfu'ally containing all
U.S.and Eoreagn patents and publications and constantly
tpdating it as new’ references are received, the PTO
will reduce the time required to compléte_ prior. art
‘sedrches’ by’ exammers H such. data base.was made
avaxlable to inventors and their patent atiorneys, many
patent apphcauons would never be filed because of art
focated ‘in such search. Thosc that were filed. would
‘more readily distinguish the invention over the closest
prior art, leading to less protracted prosecution in the




PTO. The value of such a data base to inventors and .
industry should not be overlooked, By locating and™:: :-

obtaining copies of references in particular area, there

would no longer be any occasion to reinvent the wheel

the patent is enhanced and patentees and interested

" parties wouid have a clear idea about the strength of the
patent, without resorting to ltigation, In some in--

-+, stances; the reexamination procedure should help avoid

and that time and energy could be spent in further

innovations over those already known.

- This Subcommittee also recommends legislation
which would obligate the Treasury to éarmark certain
‘patent and- trademark fees for use by the Patent and
Trademark Office, such as H.R. 13628, introduced on
“July 27, 1978, by Representative Peter Rodino (D-
*N.J.).-'Under the proposed legisiation, certain patent

“+and trademark fees would be credited to the PTO
-appropriation and would be used to pay the costs of
“PTO products (e.z. copies) and services (e.g., exami-
nation and registration). In the past, the fee monies
‘have ‘not been earmarked for PTO use,

“ The bill would also give the Commissioner greater
authority to set the fees for PTQ products and services.
Under current law, many fees must be set by Congress.

- PROPOSAL_IL-—PROVIDE FOR
REEXAMINATION OF PATENTS

‘One of the fundamental problems of the existing
-patent system is that pertinent prior art is very often
‘found after patents have issued and become commer-
cially important. Therefore, in addition to the highest
priority proposal to upgrade the initial examination,
there is'a neéd for an opporlumiy for the PTO to con-
=51der such art.”

- Additional prier ‘art, not -considered" by the PTO,
creates nncertamty concerning -the ~enforceability of
‘patents. :This -uncertainty often deters patent owners
or Hicenseés froin commercializing the invention; it can
‘also”deter commeréialization by intefested parties who
cannot quickly -and cheaply assess' the valie of -the
‘patent.” Resolving this uncertamly as to the strength
“:of patents through Hitigation is-slow and very expensive,
~Such "uncertainty, ‘coupled” with the time and expense
of litigation, can be-used by'infringers 1o avoid respect-
ing patents {especially patents owned by independent
- inventors and small businesses) which in turn reduces
‘the value of the- patents as’ an incentive to' innovate.
Therefore, a-need exists for a fast, inexpensive method
for increasing the certainty as to the enforceability and
scope of palents over prior art not considered by the
PTO.

Accordmgly, the Subcommlttee proposes that the
PTO initiate a system for the reexamination of U.S.
paients by aeny parly requesting such reexamination
during the life of the patent. The reexamination sys-
tem_ should provide for submission ‘of written argu-
‘ments by the patentee and other interested persons
concérning patentability over prior patents or printed

~piiblications.  Such reendmination should be handled'on

an expedited basis by the PTO so that 2 prompt deci-
sion can be rendered. If the claims are held to be patent-
able over the cited art, the presumption of validity of

litigation costs.
If the patent claims were held to be invalid over the

‘cited art, the patentee would have the right to amend

his claims and to define his invention more accurately
or assert his position to the Board of Appeals and, on
"appeal, to the Court of Customs and Patémt Appeals
or the U.S. District Court for the District of Columbia.

This reexamination system would be availabie whether
aor not the patent to be reexamined was already involved
in Hitigation. In such case, however, it would be solely
within the court’s discretion as to whether the litigation
should be stayed pending. the reexamination, so as to
avoid.undue de!ays in ob[ammg a final court ad;udlca-
llﬂﬂ

The 1mportance of having pnor art rehed upon- 10
_invalidate. a patent reviewed in the first instance by
the PTO, when obtamablc without delay of infringe-
_ment lmgauon, cannot be too highly emphasized.. In-
deed, Treliable statistics _suggest that a. significantly
‘higher’ percentage of lmgated patents are held invalid
‘where ‘prior art relied on.in court was.not previously
considefed by the PTO than was the case where the
prior art had been s50. considered.?

:* * See Koenig. "Patent Invalidity—A Sracistical . and Substandve Ana]yszs
(Clnrk Board.man Company le :97 ). .

“The Subcommltte recommends enactment of sunable
Ieglslatlon 4 to fully 1mp]cment the reexammauon sys-

'Such as H.R. 14632, 94th .Congress, January 30, 19'.'6 a5 modifed - by
Resolutions Twe and Three of the Augusi 1977 annual meeting of the
Patent; Trademark “and- Copyright “Law : Section " of .the - American "Bar
Association, she effect of which is 10 (1) give the courts discretion -to
stay ]iu‘gasion far deterrination of the issue by the PTQ, and (2) provide
ahird parties who have initiated a: reexaminztion: proceeding to.have. an
opportusity to submit a wmteu r:spoasc to thc smcmen(s ﬁled by, tbe
palentee.

tem, in the m:enm, the Subcommmee encourages the

-Commissioner to- continiie t0 - use his rule-makmg

authority in this regard,

The. net-effect of this Subcommittee’s proposal for
réexamination would be to provide a simple; inexpen-
sive-method .of greatly improving the quality and relia-
bility: of those U.S.: patents which have demonstrated
commercial value and to avoid expensive and wasteful
procedures with - respect ‘to noncommercial develop-
ments. It would: also provide a system whereby com-
petitors of the patentes can reguest 'a more accurate
definition of the invention {claims) as guidance in their

efforts .to legmmatcty compete w:th the patemee 5
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5 See appendiz ‘H:

PROPOSAL IH.—PROVIDE A
"SPECIALIZED ATPELLATE COURT
. FOR PATENT CASES

- This Subcommittee favors a centralized ~national

court with exclusive appellate jurisdiction (subject to
Supreme Court review) over patentrelated cases as




d “vehicle for i msurmg a more unifortm mlerprelatlon of
" the patent laws and thus conmbutmg meaningfully and

- posmvely to predlc:mg the strength of patents.

The present judicial system for reviewing patent dis-
....puics has generated ‘extensive differences in the various

tifcunits’ ‘application” of ‘the patent law which has ia-

ordmateiy increased litigation expenses '(by encour-
aging forum shopping) and made it extremely difficult
" for patent lawyers to advise their clients as to the like-
lihood of success in a given case..

. Ttis the view of this subcommittee that the uniformity
and reliability made possible by-a centralized patent
court would contribute meaningfully to-decisions -to
file patent. applications and to .commercialize -inven-
tions, thereby improving industrial innovation in the
United States. Consistent decisions in - patent -cases
would greatly aid attorneys in advising their. clients as
to the strength of patents, thus reducing uncertainty in
commercializing  both palenled inventions and non-
mEnngmg alternatives;

“This Subcommittee favors the general concept of a
special national court to hear patent appeals, such as
-the cour1 proposced by the Department of Justice which
would be formed by merging the Court of Customs and
‘Patent Appeals with the Court of Claims, plus a few
new judges. The new court would retain: the present
.jurisdictions of these courts and ‘acquire additional
jurisdiction now exercised by Circuit Courts of Appeal
over patent, civil tax, and. other cases. In the view of
the proponents of the DoJ plan, the new court would
overcome many of the perceived deficiencies of a spe-
«cialized patent court while, inter alia, providing advan-
tages such as the following: ;

“This proposal would also resolve the rnynad evils
caused by fragmented review in tax, patent, and en-
vironmental litigation. The rampant lack of uni-
formity between the Tax Court,- the district courts,
the Court of Claims, and the: regional courts of

_appeals would be cured. The forum-shopping com-
mor to all three areas of litigation would be cured.
Business planning would be made casier. as more

_stable law is introduced in all three critical areas.
Concentration of this litigation would help develop
experlise in handling the cases. ' The background
and training of most of the members of the CCPA,

- some of the members of the Court of Claims, some
of the Trial' Commissioners, and the CCPA’s téche
nical advisors would ma:enally aid the resolution
of - patent and enviroamental: cases, but the court
having 15 members would not be dominated by
specialized judges.” ¢

¢The Dol has mod:ﬁed ‘the pruposal so that the new count would mor
have j jur OVET £nvir litigation,

For the foregomg reasons, this Subcommittes sup-
ports the concept of a natmnal court having exclusive
patent jurisdiction.

PROPOSAL N.mREDUCE COST OF
PATENT LITIGATION :

. Ore of the major problems which, to some, makes
the patent system- rot nearly as effective as it should
be is the cost and time -involved in resolving patent

mfrmgement and validity disputes’ through fitigation.”

This is particularly serious for the individual inventor
and small compdny. because they can neither spend
the time nor the substantial expense which frequently
exceeds $250,000 per party ina patent mfrmgement
suit, .

In order to encourage innovation. through the patent
system, ways must be found to reduce the. cost of

patent litigation, and a decision on.patent dlsputes must

be available within a reasonable time:
The Subcommittee recommends that. the Supreme
Court, through the. Judicial Conference, require each

‘Federal courtto exercise a high degree of control over

the conduct of patent litigation, with particular concein

for the time and expense of discovery.. The Subcom-

mittee specifically recommends.the approach to patent
litigation proposed by Howard T. Markey, Chief Judge,
U.S. Court of Customs and Patent Appeals. Those
proposals are reproduced in appendix E. :

.In -addition, it should be.noted that -each of our
earlier proposals will tend to reduce litigation costs,
Proposal I will reduce the number of patents litigated
by reducing the number of invalid patents issued, and
reduce costs in patent litigation” by simplifying the
issues to be' considered by the court. Proposal II will
do ‘the same. Proposal III wil] reduce the number of
patents litigated by enhanced predictability of: the out-

.come of litigation, and reduce Imgat:on cosls by con-
: centratmg expertase in the new court.’

PROPOSAL V.-—TRA\SFER
COMMERCIAL RIGHTS TO

. GOVERNMENT SUPPORTED RESEARCH

.TO. PRIVATE SECTOR..

The U.S, patént systent is designed to’ stimulate the
progress of the useful arts by encouraging the public

- disclosure of new technology. and making available to
. the public new products and processes utilizing this
. technology. The patent grant has played -an important
| part in commercializing inventions, making new prod-

ucts available to the public. The Federal Government
does not normally participate in this function, It is not
necessary for the Federal Government o go through the .
expensive, time-consuming procedure of obtaining a

- patent to fulfill the function of disclosing information
" to the public. . This can be accomplished by a simple

publication.
The theory of the patent grant is to give the inventor
or his assignee the exclusive rights to his invention

- for a period of time so that he can-invest the time and



money necessary, commercialize the invention -and. de-
velopa market for thé product Or.process lncorporatmg
the invention. “Since the Government is not in the
business of developing inventions for commercial use,
it-has no need: 1o own patents. On the other hand,
the Government is a substantial user of products and

services-'and in- that -context ‘needs, or at least can

benefit from, a license to use patents,

+Experieice has shown that the Government, as &
purchaser or consumer of goods and services, is nof
in a.position to-take advantage of its ‘ownership of
patents to promoie enterprise. Private companies, on
the ‘other hand, ‘who ‘are in a position to utilize ‘the
patent grant are ordinarily unwilling to take a non-
exclusive license under a government-owned' patent and
commit the necessary “funds to ‘develop the: invention,
-since=it has' no-protection from competition. This is
a:major reasan that over 90 percent of all government
‘patents are not used.” Another important reason is that
the Government obtains patents on technology’ which,
-in the opxruon of the private sector, does- not provade
‘an atiractive ‘business opportunity. -

“Several years ago, the Federal Council for Science
and ‘Technology supported: the ‘most thorough study
ever conducted on the issue of government patents,
commonly. referred 1o as the Harbridge House Report.
.The following findings were mc]uded in the report:

_ “Government ownersh:p of patents with an offer
.. of free public use does not alone result in com-
mercialization of research results

- A low, overall. commiercial utilization rate of
-Governmem-generated inventions has been achieved;
.-that rate -doubled;  however, when contractors with
commercial background positions were allowed to

keep exclusive commercial rights to the inventions.

* ‘Windfall profits’ do'not result from contractors
retaining tille 1o Suth inventions. -

“Little -0r no ‘anticompetitive effect resulted from
contractor ownership of inventions because contrac-

. tors normally licensed such technology, and where
- -they did nat, alternative technologie's were available,”

... “The idea that what thé- Government pays for belongs
lo the people is ‘mot. only appealing, it ‘is ‘true. The
“guestion is: -What instrumentalities can be brought
-10 bear to maximize the possibilities.that the people will
indeed have available the fruits of their government’s
: expenditures? Nonexclusive licenses to undeveloped in-
~ventions, offered by the Government or anyone, have
few takers, whereas patent -ownership or exclusive. li-
.censes of sufficient duration are much more likely.to
attract the money:-and. ialent ‘needed to make znd
market real products to meet consumer needs..
. If the:results of federally sponsored R. & D. do not

s-Teach.the.consumer.in-the.form-of-tangible.benefits,-the -

Government has not completed its job and has not been
a good steward of the taxpayers’ money. The right to
exclude others conferred by a patent, or an exclusive

license under a patent, may be the only ingentive prea;

‘encugh to induce the investment. needed for develop—

ment and’ marketmg of products.. -Such  commércial
utilization of the results of govemment-sponsored Te-
search would insure that the public would receive its

-benefits in the way-of products and services, more jobs,

more income, etc. The cost of governmerit- funding will
be recovered from. the taxes paid by the workers and
their companies.

. Therefore, all the. members of this - Subcommlttee
reconunend transferring the patent rights on the results
of Government-sponsored research to the private sector

-for -commercialization.. In.the case’ of. ‘university or
-private contractor. work sponsored: by the Government,

the -members . of this Subcommittee recommend that
title to the patents should go 10 the university or private

-contractor,: but some. members feel the Government

should have “march-in-rights” {i.e., when the invention

-is-not-being used and it appears that:there s a public
-need ‘to transfer patent:rights to those-in the private

secter willing to use the invention). .With respect to
inventions- made by government cmployces at pove

- ernment:. expense, - the Subcommittee members - are

‘divided about equally between those who feel that: the
:government employee should have title- to the inven-
_tion, and: those who. feel that such inventions should
-be transferred 1o an independent, nongovernmental or-
.ganization, perhaps modeled after the - Connecticut
- Product- Development” Corporation,” or auctioned to

Rt I.a!nyeltc Strect, Hlﬂf{)rd. Conn 06106, See appmdm F.

‘the private sector or lransferred to the private sector
“in some other ‘manner. - In all cases; the Government
* would retain a nonexclusive license to use and have

made. for its use inventions founded in-whole or in pan

; by governmental expense.

- At the present time, the Government has a portfoho
of 25,000 to 30,000 unexpired patents. These include

- patents.arising as a result of research and development
“work in"government laboratories by government em-

ployees, and also from work done by nongovernment

*_employees wherein the Government retained title be-
_eause it funded the work. In fiscal 1976, 2,646 patents

were issued to the Government, of which 1,824 were for
inventions by government employees.

....Considerable sums of money are involved in Gov-
-ernment: patent ownership, -the patent budgets of the.
-various . government agencies including -funding for
 patent attorneys, supporting staﬁ and equipment being
-in the millions. of dollars,

Our information indicates that the U.S, Government

.-has been filing in excess of 3,000 U.S. patent applica-

tions per year, which amounts to approximately 3
percent of the total workioad in the U.S. Patent and

‘Trademark Office. A decision not to file patent appli-

in the PTO having available a substantial porticn of
the 3 percent of its total capacity that could be directed

‘to reducing the backlog in the PTO and handling special

ticns o~ bekalf “of “the "Govemment ‘would “Tesult "




problems that have been: created by the new reissue,
. program and the anticipated reexamination procedures:”
" In addition, this decision would save the time of gov-
ernment patent attorneys who normally prepare and . .
prosecute the patent applications and the cost of having.
..patent_ applications. prepared . by, attormeys..in... private ... ...

practice. Time and money thus saved could. be utilized
to. provide. needed - services in other. areas of .the
Government. . .

Accordmg to this Subcommlttees proposal the de-
cision to file:a .patent application: would be.made by
the university or contractor; in- the case-of inventions
made by government . employees at. government: ex-
pense, the decision to file would be made by the em-
ployee, if he were to retain title, or by:the independent
nongovernmental - organization. -(suggested above),
which. would: obtain: title.to .the . patent....

- The Subcommittee recognizes the argument, that the
Government applies for patents to -preserve.its nght
to institute an interference with patent applications from

the private sector. .However; such-interferences.are a-

very rare occurrence under present practices, Further-
more, establishment of prior invention. by the Gov_em-
ment “would - generally. constitute a_defense- in_an in-
fringement suit-on the. basis of prior. invention, Prior
invention may not, be an adéquate defense in instances
where -the, Government has not -reduced.the invention
to practice, or. has, for good. reasons, kept: the inven-
tion secret; special legislation may be:required. to pro-
vide . adequate- protecnon to permit roya!ty-[ree gov-
ernment use in such instances. )
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—Tris recognized-that-innovators-of-many-different types

Sectlon 3

OTHER PROPOSALS WHICH WOULD INCREASE INNOVATION

In addition to the proposals noted above, this Sub-
committee endorses the following proposals, which, in
the opinion of at least a majority of the Subcommittee,

~would result in significant stimulation of innovation.

PROPOSAL VIL—EXTEND PATENT
TERM TO COMPENSATE FOR DELAYS
IN COMMERCIALIZATION CAUSED
BY GOVERNMENTAL REGULATIONS

There are circumstances where extension of the term
of the patent may be appropriate to insure that the
rewards from the patent system ephance innovation,

"cnrrectly assened by these circles lhat the patent Sys-

tems in developing countries . benefit only foreigners,

“and therefore maintenance of a strong, efficient patent

system is not in the best interest of these countries,
Mainly as a result-of these activities, in large geograph-
ical areas of the world—notably, in Latin America,
‘Asid, and Oceania (with the exception of Japan, Aus-

-tralia, and New Zealand) and in Africa (with the ex-

ception of South Africa)-—no effective patent protection

-exists ‘at present. “This development; which is continu-

ing and is gaining momentum, hias an adverse effect 'on
U.S." industry, particularly those segments w}uch are

~most research-intensive.

‘The extent of the funds which U.S, mdustry can make

of products may not lawfully vend such products within
the United States without securing from various Federal
agencies such as the EPA, FDA, etc., premarketing
upproval. Inevitably such approvals require comsid-
erable testing of the product over a long period of time
to establish environmental acceptability, safety and,
for some products, efficacy. Improved efficiency in the
examination of patent applications by the Patent and
Trademark Office results in the grant of patents to the
innovator of such products long prior to Federal ap-
proval for marketing of the product, resulting in a
shorter patent-assured exclusivity period than the 17
years contemplated by Congress. This inequity could
be remedied by legislation which would permit ex-
tending the patent term to compensate for delays in
commercialization caused by governmental regulations.
Such legisiation would be similar in principle to current
legislation which provides for the delayed issuance of
patents to inventors when, for security reasons, their

patent applications are prevented from issuing in the -

normal course (35 U.S.C. § 181 and 183).

Some members of the Subcommitiee feel that the
proposed extension of patent term could cause diffi-
culties in planning for competitive activities at normal
patent expiration.

PROPOSAL VIL—ENCOURAGE OTHER
COUNTRIES TO PROVIDE US.

INNOVATORS THE RIGHT TO OBTAIN
ENFORCEABLE PATENT RIGHTS

- During the past 10 to 15 years, steady erosion of
patent protection available for inventors of alt countries,

ecOnomists and polmcaans in deve!opmg countries act-
ing on the national scene, as well as through and with
the help of intergovernmental organizations, particu-
larly agencies of the United Nations. It is being in-

ava:!able to finance R. & D. activities is directly "de=™"

pendent upon the amount of domestic and foreign sales
and -profits realized.- The loss' of sales and -profits,
through- inability of U.S. enterprises-to obtain effective
patent protection in many countries for the results of
their R. & D. activities, could have a direct: negative
effect ‘on the amount ‘of funds available to support
future R. & D." The erosion of patent protection or the

complete lack of it in certain fields of technology puts -

the. innovative U.8. industry in an’ intolerable- position
by depriving it of the ability: to defend itsclf against
copiers of successful innovations who have not in-
curred heavy R, & D. expenses in creating and develop-
ing them. Turning large geographical areas and large
current and potential markets into patent-free zomes
and subjecting U.S. enterprises to unfair competitive
pressures by local enterprises and, increasingly, also
by other multinational and state-owned enterprises, will
inevitably result in serious erosion of U.S, technological
leadership.

Foreign trade—in the form of direct exports, foreign
investntent in subsidiaries, and in manufacturing facil-
ities—is an ever-increasing important part of the busi-
ness of U.S. enterprises, particularly those which are
highly rescarch-intensive. In a number of industries,
foreign business activities account for 50 percent or
more of total corporate sales and profits,

In order to finance research and development, main-
tain (LS. techmological leadership, and improve the

balance of irade, it is imperative that the ability of U.S.
enterprises to do business abroad shall not be impeded
through the action of foreign governments or - groups
of governments denying patent protection,

The respect for patent rights, whether owned by the

“nationalsof ‘2" country “or by foreigners,- formerly-uni=- o

versally recognized as socially and economically de-
sirable, would also in the long run directly benefit the
developing countries in creating employment, attracting
investment, and encouraging the transfer of technology.
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téetion in Third-World countsies, whick would in all

likelihood be supported by ~other’ Western nations,

would therefore be not merely in the eénlightened self-

intérest of the United States, but also in the long-term

“oointerest.of the developing countries. ...

A strong U.S, posture for seeking improved patent pro-

A, New Life Forms

Tt is difficult to accurately forecast the extent of the'
benefits that can be provided to mankind by technol-

ogies which produce new,.useful, and. uncbvious life.
__forms; *However, we_have already seen a_preview of:

United States Government acti_pn,:_as_,_ouﬂinﬁd,"tb
support the reestablishment ‘and ‘maintenance of a full
and effective patent.system in foreign countries would
no doubt’ trigger resistance and protest from Third-
World governments, various international organiza-
tions and Unied Nations agéncies, The United Stdtes
might be accused of ‘serving its own narrow  self-
interest, and inflammatory slogans such ‘a5 “ecotiomic
imperialism”  or ‘“neo-colomialism” might. also  bé
uttered. The good faith of the United States in striv-
ing to assist developing countries in.their rapid develop-
ment and industrialization might also be questioned.
“Nevertheléss, it is submitted that there is no incon-
sistency. The primary and. essential factor in’ the in-
dustrial development of Third-World countries through
the transfer of fechnology is the voluntary, good-faith

cooperation between the transferor and transferec. This -
- is a iwo:way street where the security and protection of

industrial property rights are an essential element. It
is therefore also if the enlightened self-interest of ‘the
technology-recipient countries that inventions should
enjoy meaningful patent protection.

PROPOSAL VIIL-—PATENT RIGHTS TO
BE AVAILABLE FOR NEW .
- TECHNOLOGICAL ADVANCES

" The constitutional purpose of the patent system is
to promote the progress of the useful arts, The Sub-
committee believes in the patent system, and . supports
the use of the patent grant as a method of éncouraging
invention and. innovation as broadly as possible under
the patent law. 8 The Subcommittee supports the fol-
lowing statement of Judge Markey: - =

% Scg Patent Law Perspectives, section A2 at page 79.

“As with Fulton’s steamboat “folly” and Beil's tele-
‘phione “toy,” new’ technologies have -historically en-
countered resistance. Buit it our patent laws-are to
-achieve their objective, extra-legal efforts ‘to restrict
wholly new technologies to the technological param-
eters of the past must be eschewed:  Administrative
difficulties, in finding and training Patent and Trade-
‘mark Office examiners in aew. technologies, should
not frustrate the constitutional and statutory intent
of encouraging invention disclosures, whether those
disclosures be in: familiar arts or in areas on  the
forefront of science and technology.” ® L

*In re Chakrabary (CCPA, 1976} 197 USPQ T2 &t page 76,

By way of example, the Subcommitiee feels that
patent protection should be accorded new life forms,
use specific .chemical formulations and computer pro-

. grams. .

<~ these-benefitsin~the ~reports of - the  production"of

insulin- and somatostatin- (Chemical and  Engineering
News, June 19, 1978, pp..4, 5) and through the prom-
ise:of quicker, more complete cleanup of-oil spills (Ne-:
tional Geographic, September. 1976; pp. 374,.375) by’
certain genetically modified microorganisms. :
‘At present, two patenv-appeals, In re-Bergy.et-al
{Patent Appeal No. 76-712)-and -In re. Chakrabarty
(Patent Appeal No. 77-535) are near resolution in the "
Court of Customs and Patent Appeais.. Bergy relates
to a life form which was found in nature but which
was isolated and: purified to produce a useful product.
Chakrabarty relates to genetic:manipulation to produce
a useful life form: previously unknown in nature. )
If the. position taken by the U.S, Patent and Trade-
mark Office. in both cases that a living thing is not
patentable subject matter under section 101 of ‘the
Patent. Act of July 19, 1952, is not overruled- by the
coutts, it will be necessary to- seek implementing: légis-
lation from Congress if nonplant life forms:are to ‘e
patentable. s Do e
In the Bergy situation where life forms.discovered in
the natural state are isolated and propagated, the argu-
ment has been made that it is unlikely that such cultures
are within: the' congressional istent as to patentable
subject matter. Analogizing 16 the content of the Com-

~mittee Reports. (Senate Commitiee Report No. 315,

“71st Congress, 2nd Session, and House Committee Re-
port No. 1129; 71st Congress, 2nd Session) - accom-
panying the bills (8. 4015 and HR. 11372) resulting in
‘the Plant Patent Act of 1930, it is pointed out that Cor-

- gress refused to-provide coverage for the mere discovery
-of wild varieties of plants. -It is argued that:however
“meritorious the discovery of a new and uséful micro-

organism in the wild state, like the wild variety of plant,
such micro-organism even after: culturing femains- the
same as its relatives in the wild state awaiting redis-
covery by othersi . . & : e s
Therefore, the culture should not be patentable. How-
ever, there is already some case law Supporting the
patentability of substances: extracted -and concenirated
in purified form, and there are good reasons for this.
The purified form of the micro-organism did not exist in
nature, would never have been available but for the
work of the researcher, and the benefits to the public
would not have been available. Thus, there is logic

' for saying that the purified form is a manufacture, Was

certainly ot obvious and patentability should attach.

"'The availability of patents in this instance is cerfainly a

stirmulus to innovation, just as in the pharmaceutical

“fields, and seems justified for that reason.




In the case of the genetically modified bacteria as
in ChHakrabarty, there is-a stfong:argument-that a new
“manufacture™ clearly exists.- As-such, the argument
of availability in nature does not attach,-and the only
contention against patentability is .the proposition  that:
Congress did :not.intend to afford the patent grant to
living -organisms, This contention:is based at Ieast in
part on.the fact that it took a:special statute to make
plants patentable and that the same is needed for.other
life forms, {This argument. of course. also applies-in.
the case of the'pure culture.)’ " The counter to this is
that Congress when .it has passed: patent statutes over
the years could not possibly have foreseen .what man
would evolve in the way of manufacture, . Space ve-
hicles, jet  engines,: computers,. ‘ete.; were. certainly
beyond the imagination of the national legistature when
it pravided :for the first patent coverage, hut yet-there
has never been any question as.to these: If the progress
of science. is -in -the national: interest, the term manu-
facture should be construed broadly, and. patentability
afforded .to the useful bacteria resultmg only from the
efforts of 'man.

- Another argument in favor of: patentmg certain new,
useful :and :unobvious life forms is that it provides an
-alernative to the ess:desirable ‘avenue-of trade secrets.
Practically speaking, an industrial user must fully con-
tain the micro-organism within his facility lest the trade
secret be lost.- Such containment will increase the.costs
of the process or product, costs, which inevitably are
passed on to the consumer, Maintenance of trade secrets
. also tends to stifle the free exchange by technology and
_hinders the progress of science by postponing the bene-
fits 1o mankind of these technologies.” Unhindered by
the threat of piracy, there will be: stronger incentives to
-invest money in new and-useful technology under. the
protection of the.pateat system. In the circumstance
.where the living invention _is itself placed in the stream
_of commerce, it is impossible 10 maintain_it as a trade
secret. . There the protection of the patent system is
needed to stimulate investment because once the inven-

..-tion is used, it is disclosed to the world.

B, Use-Specific Chemical Formulations
United States industry hds eﬁectwely competed in
‘the development of agr:cultural and _pharmaceutical
- products of benefit to mankind hére and throughout the
‘world—and have made a major contribution to.the
“'U.S. balance of trade in these fields, Major fields of
. research in this application of the life sejences relate to
~“the’ development of chemical formu]anons (such as
" herbicidal emulsions, insecticidal ‘solutions, and phar—
“maceutical tablets) which include as the essential in-
" gredient in their composition a chemical which exhibits
..a.newly discovered. biological activity.. _These formula:.._
“tions, ‘after appropriate testing for envh‘onmemal and
- health safety and efficacy, become commercial entities
and important to agriculftural and health, Under the
Ppresent interpretations of the patent laws, protection is

often demed to.such che:mcal composmons if the blo-
loglcally actwe chemical is not. itself patentable. Patent
protection available undér such cireumstances has tsu-
ally been limited to method of use patents to. be asserted
_only against those actually using such chemicals in the’
agricultural or pharmaceitical application of such prod-'
ucts, ie., against one spraying crops, ingesting ‘the
pills, ‘etc. In such instances, courts have concluded that
the patent owner js extremely Timited in the cnforce-
ment ‘of his patent against those who su:m[a:ly formu-
1ate the actiye ingredients that it may be used in accord-
ance with the patentee’s teachings. The Subcommittee
believes that the limitation of useful patent protection
for such use- spec1ﬁc formulations has had ‘an adverse
éffect on investment in innovation in such fields,”
encourage testing and innovation of old chemical com-
pounds, unpatentable as such, for their’ potential wse
in agricultural and pharmaceutical applncanons, the
Subcommittee recomiriends that patent’ protection be
extended to such use- specific formulations of chemical
ocmposmons since the composition is réndered povel
by the inclusion of thie active ingredient for the new
use. 'Without such a possibility for effective’ patent
support, discoveries of new biclogical uses for known
compounds will not enter the innovation sequence be-
cause of the recognized high cost of innovation in these
fields.

C.- Patentability of Computer Programs

This 1opic is developed more fully in the report of the
Information -section of ‘the Subcommittee.. However,
the Patent section of the Subcommittee feels that patent
protection should be accorded to compuier programs
and computer software, provided that the subject matter
thereof meets the statutory definition of patentability.

' PROPOSAY IX,-~CLARIFY THE
STATUTORY DEFINITION OF
PATENTABLE INVENTION:

35 USC, §103

_In the course of the foregoing discussion of a national
patent court {proposal III}, it was poted. that the
:Federal  circuit courts of appeal have enunciated . dif-
ferent and incompatible views of what constitutes, and
the requuements for a finding of, patentable invention.

- It is the view of this Subcommattee that the creation
of -2 ‘national patent court will do much to eliminate
these disparate views on the critical issue of what con-
stitutes patentable subject matter and, in the process, to
make for a more reliable and predictable patent system.
A majority of this Subcommittee also feels, however,
that the patentability standard has been subjected over

... Ahe years to such.a. wide variety of viewpoints, some of

them #ntithetical to the constitutional purpose of pro-
moting all the useful arts, as to militate strongly in favor
of a congressional restatement and clarification of the
metes and bounds of patentable subject matter. Good
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Iegislative action would ensure not only more consistent s -
and predictable future adjudication but that which best

comports With and implements the constitutional goal

of promctlng the progress of the usefil arts, which:is: Sk

the raison d'etre of the patent system. Any such clari-

- fication~should--not--only--eliminate -departuresfrom =
rigorous, application . of the- statutory. standard. of nom-. -

&

obviousness, as set forth.acceptably.in Graham v,.John,
Deere Co., 383 U.5..1.(1966), but.should ensure: the.

taking into account. of the so-called ‘secondary-consid«
erations involved in detenmnmg the presence or, absence
of nonghviousness.. .

‘Sofne., members. of the Subcommmee feel that as

with almost. any legislative changes, legislation. _further—
defining the standard of patentability might increase:

rather- than .teduce -patent litigation, and -could. well
result in more, rather than less uncertainty in predicting
the strength of patents. These Subcommitiee members

.. believe that the standard. of: patentability is. defined-in

the current statute as precisely. as necessary; they con-
tend that the problem is not the statutory definition, but
rather. the tendency the courts have to apply the statu-
tory definition nonuniformly: (and this problem would
be -minimized .upon. implementation of. this Subcom-
mittee’s recommendation : for a smgle court to hear
patent appeals).

: PROPOSAL X—PERMIT LICENSEE
- TO AGREE NOT TO' CHALLENGE
o LICENSED PATENT '

Some members of this Subcommittes recommend leg~
islation permitting a licensor and a licensee to expressly
contract for a licensee estoppel (under which a licensee
is prevented from contesting the. validity of a licensed
patent) to correct pérceived abuses by patent licensees.

Under the Supreme Court decision in Lear Ine. v.
Adkms, 395 U.S. 653 (1969), the patent owner, who

.is bound by a license contract, may offer a license to a

potentially major infringer-coincidental: with -the first
sign of infringement, and ‘may:for a time “enjoy” the
infringer’s.-agreement to. a license- under which the
infringer-is to-pay:a rovalty that-may be substantial if
the market develops: as the pateniee lispes, By the act
of granting the license, however, the patent owner is-as
the virtual mercy of the licensee if the licensee later
wishes to.renege on-the license agreement and to-chal-
lenge the validity of the patent. .Indeed, at'least some
licensees. have signed agreements. planning. at that time
to-challenge the licensed patent at alater point in time.

By:granting a license-to a competitor, the patentee

(1) gwes up his choiee of time of Imganon against

‘the comipetitor;.

(2) gives up bis cheice of forum. for. the’ ]mganon,
which sometimes is' dispositive in terms of results and

- very commonly has great effect on the settlement fgure; -
“and

(3) has compromised too low the amount of royalty

4 that:he ‘might’ get or. ought to get from 2 valid patent

because he thinks he is snvmg lmgauon costs and
risks.» -

The hcensee, on ‘the ‘other hand; havmg taken the
hcense, is etiabled by Lear to pick his owii-'time for
litigation when he sees the market develop, .and to
pick up his own forum in thch to ﬁ.le a declaratory
judgment action; " -

-Ifthe Iicensee ‘wins then: he may not pay anylhmg :
foilowmg his-validify -challenge,” though he received a
véry valuablg consideration: Even if the licensee “loses™
he’can, as & practical mattez; depend on-the court nct
to assess a royalty higher than the contract’s compro-
misé low ‘Toyalty ‘as the damages, in.spite’of the fact
that his act was quite ‘deliberate in nature. Thus, by
taking a'license he never intehds to honor, the hcensee
extorts a low royany ‘

The ma]dnty of this Subcommlttee subfnits that the
solution is to s:atumnly restore to theé Iaw the capac:ty'
of the licensor and licensee " expressly to contract for a
licensee estoppe] at least so Tong as the hcense _con-
tmues in force By reslormg the licensor to'd’ posi on:
of hcensmg parity with his ]:censee, the desirable social,
goa]s of ‘protection ‘of the inventér's propeny, fairness
ini the Taw'and sponsorship of infovition by’ the mduce-'
ments of Title 35, U.S, Code, are achieved. . '

‘Some members of the subcommlttee can find’ no
Teason for not aﬂ'ordmg ‘Toll freedom o contract for
permaneut licensee estoppel. ' They contend ‘that -this
is the only mechanism whereby’ lmganon may be ﬁnally
settled and’ the" renegmg hcensee :s not. permntted to
profit by his perfidy. . :
- Othier membérs of the Subcommmee were of the view, .
that this’ proposal, which'is the only’ recommendataon of
the patent Subcomumittée. specifically . directed to the
leglslatlve overruling of & judtcna[ degision, will have no.
effect”on innovation. For these’ members, this view is
furthier supported by what they feel is the conservative
way in which Lear V. Adkiris has been applied by the
lower coiirts, and the fact that the elifination of invalid

- patents niay remove blocks 1o, innovation .on the part

of the mdustry covered by the’ patems



Section 4
OTHER MATTERS CONSIDERED

In addition to the proposal discussed above, t.be
Subcommittee .considered a number of other proposals
and recommendations which are set out in this section
of the report.

This Subcommittee makes no recommendauons with
respect to these matters, either becanse of Iack of time
-to complete a thorough study or lack of consensus as
to the wisdom of adepting these proposals (some. of
these -proposals were .rejected;. others seemed: to the
Subcommittee W have a small impact on innovation).

A. COMPENSATION OP EMPLOYED .
- INVENTORS -

" The Subcommittee as a whole agreed that corpora-

* tions should be encouraged to continue to motivate their
-employees to participate in all phases of the innovative
process. Awards, promotons, scientific recognition,
release of uriused inventions 1o the inventors, and other

- systems are presently being used successfully throughout
industry in the United States, The Subcommittee ‘ap-
plauds the use of such systems and encourages their
expansmn to ‘include such things as, pubhc recognition
of innovators.

Some members of the subcommmee proposed that
]eg1slat|on requmng corporanons to give employees a
_grealer stake in their inventions would be a stimulus 'to

. innovation, " The Subcommittee conceded that such
legislation might increase the number of invention dis-
closures but not have 'z positive effect on_the overall
innovative process. In fact, the Subcommittee felt very
strongly that an attempt to apply a umfnrm system on
all corporations (such as is done in’ some European
countries} would resultin a significant dechne in.overall
innovation and ‘could have the additicnal ncgative im-
paet .of flooding the Patent Office with patent applica-
tions direcied to inventions of liule or no commercial
value. - The resu[ts in countries that have initiated such

‘systems bear out these results. The attached paper sub-

mitted by Mr. Richard C. Witie (appendix G) entitled

“Implication of a Federal Law’ Providing Employed

Inventor Awards” sets forth in greater detail the impli-

cations of such proposed legislation.

Mr. Richard L. Garwin’s paper presented to the
Subcommittee on November 16, 1978, and Mr. Eric P.
Schellin’s paper submitied to the Subcommittee on
December 8, 1978, set forth proposals for dealing with
the inventions of employed inventors, Both papers are
mcluded in append:x G.

B FINANCIAL STIMULUS OF
JINNOVATION

The Subcommitiee did not have the time nor the
availability of information as to what the Government
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has been domg or is - authorized- to do in provndmg
either venttre: ¢apital to individuals or small businesses
or financial assistance ‘to inventors, Certain areas in
which “the ' Government. is already active have been
identified ‘ds warranung special ‘attention in the ‘aréa of-
eneigy-related innovations and in the area of encour-
aging minority enterprises. Insofar as this activity may
have ‘been successful, other ‘areas should be identified.
As the concept of such assistance is believed to provide
socictal advantages, it is recommended thag this typeof
assistance -be prowded m those addnmnal 1dent1ﬁed
areas.

C ]NFRINGEMENT OF US PATENTS
" BY THE USs: GOVERNMENT B

Unfortunately, many agencies -of the U.S.: Govern-
ment appear. to have a policy of doing as little as-pos-
sible -to .resolve an administrative claim against them’
for-patent infringement.. A recommendation is that the.
Executive Branch of the U.S. Government issue orders
to all Government agencies that any agency must render
its final opinion on-all claims for patent infringement no
later- than 6-3mon_ths after the initial claim.js filed. If
such decision is not rendered at-this- time, it will be
presumed that the patent is valid and mfnnged and the
agency cannot rebut :this presumptlon =

D DIFFERENT CLASSES OR FORMS
OF PATENTS

Incontestable Patents "

A -trademark, after a certain penod of use, can be
regarded as incontestable, with certain. exceptlons upon
filing an-appropriate -affidavit.:.

One proposal considered by the Subcommittee was
that,. 5. years after a. patent.has issued, it would: be
.dncontestable with respect to.section 103 :(obviocusness
over the prior art) .and, with: respect to -prior: art, it
could only be held:invalid under section 102—in.cffect,
if the invention was, for-all practical purposes, -identi-
cally shown. in. the’ prior art. - This would have' the
‘resuit-that a patent could not be held. invalid for. ob-
viousness over the .prior.art after a period of 5 years
had passed-after it-was issued by the U5, Patent and
Trademark Office.

" " As section ‘103 obvioisness is probably the major
ground for invalidity of patents, incontestable patents

e COR,L s:gmﬁcanﬂy reduce the cost of hug@tnon, although

e s g

a patent could still ‘be held invalid if it was clearly

shown in the prior art as provided for by section 102
and for the other reasons provided in section 102 and
other parts of the various palent statutes,
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" Another suggestion was that-a patent could be held
1ncontestable against all attacks, rather than only sec-
“tion 103 attacks.

It would- also be possible to make the- patent incon-
testable if it has been used commerc:ally for a certain

" HTABETof YEAIS, tieh 48 5 yedrs, Tatker thian have the""‘"'“

period run’ from the issue date: -
-Any of tliese incontestable patents could: reduce the
cost of litigation and increase certainty as to ‘the enforce-

'ablhty of palents

Guaranteed Patents

This new class of patents would be guaranteed by
the U.S. Government to the owner as to:its validity.
If -some party wanted to. challenge validity, they would
sue the U.S, Government, not the owner. If a court
declared. the patent invalic, the .owner would be paid
by the Government under the guaranteg, up to some
maximum established by law, and. consistent with .the
value of the patent had its validity not been contested.

" Guaranteed patents would not obsolete the present
" patent form.

The PTO would ‘make a more thorough examina-

‘tion, perhaps with:iwo examiners, of any application

for patent under the new form. Bec_ause of less-than-
perfect human. performance, and less ‘than complete
file information, some new-form patents could still

" issue ‘which would later be declared invalid. -But the

owner would be protected against this type of error by
the Government. Without this protection, innovation is
reduced becanse of the great exposure of personal fi-
nances and time and effort which the small business and
individual inventor need to devote to commercialize
the invention. Government guarantee of validity would
facilitate financing. Guaranteed patents could be made
available only to small businesses and independent
!nvel‘llOl’S . .

Elite or Supei Patents -

These patents would require the payment of a’sig-
nificant additional fee, such as $500, and a statement
by the applicant that a thorough prior art and validity
search had been completed, within some spemﬁed pe-

" Tiod after the patent application was filed in the PTO.

The results of this search, with cofnments, would be
submitted to the PTO, and the PTO would then make

_a more comprehensive search and examination than
‘usual. It is felt that the additional search and examina-

tion, with the special search made by the applicant,

g would give the patent a stronger presumption of vahdlty

Petty Patents

Petty patents would require novelty but not -un-
obviousness; would be limited in scope to exact copies
and close variations of the invention disclosed; and
would run for less than 10 years, preferably 6 to 8
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yedrs.: Petty patents-could be-examined on' the same
basis as regular applications, except that they would
not be subject to rejection for lack of cbviousness under
35 U.S.C. 103, The PTO would charge a lower fee for

pckty patents

e e

E. OTHER PROPOSALS FOR
MODIFICATION OF THE PATENT
: TERM

Extend Patent Term in Certain Instances _
It is well known that the present patent term (17

'years from patent grant) often fails to coincide with

commercialization.. Thls fact suggested the followmg
‘questions: .

(1) Should some sort of a tribunal be empo“ ered to

-hear the facts, and make binding decisions as to exten-
- sions of life beyond the: 17 years?,

(2) Because of the formidable problems mdmduals
often face in commercializing their inventions, should

_unassigned inventions (independent inventors} auto-

matically be granted patent life greater than 17 years

after date of issne?

{3) Should the I'i-yéar term' start-after some-event .

" other ‘than the date of issue?. For éxample, after the -

date of first significant sales, provided due diligence

.commensurate with capability has been used to bring

it into production and marketing? Or after the date of
first payments to the inventor for a551gnmem or licens-
ing of his invention?

Certain principie's would seem fundamental! in any
system relating to the extension of patent term:

(1) No extension of term would be warranted if a

‘patentee had ot made diligent efforts to commercially
“develop the invention.

 (2) Delay in commercial development should be
measured from the time the inventor had adequate evi-

“dence of the tommercial embodiment of his invention.,
T (3) The patentee should be compensated with patéat -

term extension equivalent. to the period of delay and
the period of extension should not be dependent upen-
the extent to-which the patentee had or had not profited

“from his mvenuon during the patent term.

It is clear that the equities determmmg whether ex-
tension should be granted would require review by some
tribunal. Such review could occur sither:

(1) By the patentee filing, at any time during the &ife
of the patent but no later than some fixed period prior
‘o normal expiration, a petition with a competent tri-
bunal for extension of the patent expiration date, This
petition would cite facts satisfying the statutory criteria
for extension, Publication of the petition would be
tnade and opposition to the extension could be enter- )
tained by the tribunal; or



...{2) . The date of an objective -act.on the part-of
patentee (such as first commercial sale). would be the
.date from which the patent termt.of 17 years is.meas-
wred, . Notification of such act. would be given:by the
patentee to a tribunal and this notification .would be
published. The extension of the patent could be op-
posed by the filing of -2 petition. by a party in interest
- to foreclose the extenswn

Patent Term to Run 20 Years From Earllest
Effective U.S, Filing Date,

The term of a U.S. patent now extends for a penod
of 17 years from the date of issuance. Measm'mg the
‘term from this date sometimes results, in patents which
expire long after filing, for example, when the patent
application is involved in an interference or lengthy
~appeal. ¥ - Setting the patent term to°Tun 20 yéars from
filing would prevent late issuing patents from disnipting
industry, but could be: mequnable to patentees whose
- patents had not issned prompdly. ° .

B MSee Forbes, September IS 19717, page 204 el

. “Lagt onth the U.S, Paltnt Office thiew a’ stinner inlo the lam
<. industry. After years of temporizing, it gtanted:key patents potentially
covering ¥ pereent of the lasers in this coumtry to a physieist
named R, Gordon Gould. Not that the insdustry had never heard of
- Gould. His claims had been around for years, and Refac Technology
) Development Corp. of New York, which finally pressed. the claims,
i :'ias nog the first pasent lisenser Gould had appronehed to represem
. nm. B
e hat exasperates thc 1aser- makers 'h:yond a potemtnl Uability
for. Goujd: patent infringement; ' is ‘the fact that-they thought they
weie ajready. paying royalties (2. percent} to .the. owner of the basic
Jaser patents through Resem:h Com a.not.her lieensmg ﬁrm "

F. IDEAS FOR REDUCING THE COST
. OF LITIGATION

I. Expert Panel to DecndePatent thlgatmn '

(A complamt is filed in Federal Districi Court by
a patent owner or by a possible 1nfrmger under the
_usual declaratory judgment procedure. =

{2} Within 10 days of the time the complamt is
responded ‘to. by the defendant, thé plaintiff and de-
~feidant must each seléct 3 patent Iawyer who has been
.regisiered to practice before thé U.S, Patent and Trade-
~mark Office for a period of no less than: 10 year§ and
‘who must have never represemed or been an emp]oyee
of, the party selectmg him, nor can he have ever been
associated in patent pracnce wnh couusel of the party
) selectmg him. .

{3) -Within 10 days after both. patent: lawyers are
selected, they in turn must select ‘a third ‘patent awyer,
makmg a panel of three,

(4) Patent lawyers, whither in_ pnvate practlce or
_employed by corporattous, universities, | governiment
agencies, etc., should be willing, if they believe that the
..patent s

reasonable amount of time, on a. -pro ‘bono basis thh
then' actual out-of-pocket expensés, being paid, to sit
‘oft ‘such three-lawyer’ panels, once wnhm each 3-year
period.

m. is.0f. valus 1o, the . public,..10. §ive. SOME. ..o

(5) There will be no discovery by either side and the

,three-lawyer panel has the power of subpoena and dis-

covery if necessary. However, the lawyers for.each side
would . formally or _informally . suggest areas which

.should -be ‘looked into, The panel will, on its own
-initiative, look.into any.of these areas and any:other

areas they wish, and may obtain answers from individ-
pals, corporations-or from counsel on each side, subject
of .course to.the.usnal attomney-client privileges, work
product, etc. They may, in effect, ask: questions similar
to interropatories, may receive testimony' from indi-
viduals and should act on their own initiative to un-
cover whatever facts they feel are necessary to perform

- their-function as set forth below.

(6) Within 4 months from the time the last Iawyer

“is selected (I:month warning-period and 3-months in
“which to perform their duties, although it is contem-
* plated that only & certain number of days within this
“period- would' be necessary), ‘the lhree-lawyer panel
wl]l render an opu-non on the fo!lowmg 1tems

{a)- Patentablhty under section . 102 (mventaon
"was patented or described in a pnnted publication
..'before the invention date, etc.). .

(b) Section 103 {obvious over . the pnor art of

. section 102},

(c) Secnon 112.(adequate descnpt:on and specific

. claims)..

(d). Sectlon 185 (patennng the invention over-
seas -without - the appropnate export license e~
quired. in section 185).

(e) ‘Fraud on the Patent Office in procurmg the
- patent, .

il Possrbly other areas..

(7Y When all' information regarded as necessary by

'-'the panel is obtained, copies of it would be forwarded

to the. Board of Appeals of the U.S. Patent and Trade-
mark Office.

(8) Both the Board of Appedls and the patent law-
yer panel would prepare a written 'oplmon with neither
having the benefit of the other’s opinion. .

{9} If both opinions agreed in substance (the patent
is valid and infringed, invalid, not infringed, etc.), that
‘would be regarded as a final decision which could only

_be appealed to, the special Appellate Court proposed

herein (see proposal III, section 2)..
(10) If'the’ patent suit, as is often the case today,

' involved other issues such as antttrust etc., the case

‘could be forwarded 10 ‘the. U. S. District Court which

‘would be bound by the two opinions if the two opinions

agreed with each other. If they did not agree, the Dis-

‘trict Court could use them for what they were worth,

Advantages—Costs would be comparatively low-be-

cause there would be no money paid to the lawyer panel - o

“nor-to the Patent ‘Office’ Board of ‘Appeals, the only

“costs ‘being providing secretarial and clerical services
o the ‘patent lawyer panel. It is felt that if the patent
* lawyer panel were actually on a pro bono basis, they
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. would: be:able to-complete their investigation and reach
their decisions very quackly and.get back to thelr normal
practn:e - o

\ ~Amend sechons 102a and b to provide that

‘prior use mentioned in these two sec!ions
-would have to be a substantial amount, -
such as selling price of thie products mvolved

o ‘being st least $10, ,000; 0 the products T
" beingsold in'a quant:ty of at least 1,000

units. Public use by the. invemor, on'the
other hand, wou!d contmue as present law
: ..:prowdes. ;

Much patent litigation is mvolved w1th w1de-rangmg

" discovery in‘an- attempt to find prior’ public use by

others, In many lawsuits, days of depositions are’ ‘taken

“in'an attempt to-find or prove an early public' use by
“others which may have involved very small numbers of-

items or very small amounts of monéy’and which was
completely unnoticed by society untl a defendant in a
patent suit tried to discover it.

If the public use was smaller than the arnount men-
tioned above, it did not contribute to society and was
unnoticed. On the other hand, if the use had to be at
least this amount to be an effective public use bar, it
should be much easier and cheaper to discover and the
time and cost of patent litigation would be reduced
substantially.

II. Revise sections 1022 and b so that any use
not obvious to the public on inspection or
analysis of the product sold or available to
the public is not a bar to patentability,

It can be argued that the prior user who did not
disclose the invention to the public, even though the end
product of his invention was made available to the
pubiic, should not be entitled to preventsancther who
did disclose his invention to the public from obtaining
a patent.

Such a change in the faw could significantly reduce
discovery in a lawsuit and thus reduce the cost. Pos-
sibly the prior practitioner of this public use should be
permitted to be able to continue to use the invention.

IV, Certain Patent Infringement Cases Be
Given Priority in the Courts.

In patent infringement cases where the patent owner
is either an individual, a small business, a university,
or a nonprofit organization, the infringement case would
be given priority in the Federal courts immediately
behind that of the criminal cases so that a decision
could be reached as early as possible. While it would be
preferred that all patent cases be decided promptly, it
is thought that this is one situation where it can be
reasonably argued that, in liee of having all patent
cases decided promptly by possibly adopting one of the

“and - probably " theé artual " cost

other proposals, it would be preferable 1o the preseat

-system. 1o - have at least .some. patent. cases - decided -

promptiy Tt is felt that, on.the.basis of fairness,. the

ones in the above categories should be those.- selected.

¥ the cases can be promptly decided, the ‘time. mvcnlved
of” hngah
reduced. and innovation. wou]d be, encouraged

"V. Al Patent Triab in Federal Courls Can

Only Be Before a Judge Who. Is a Patent
Expert.

"' The cost of. Imganon rmght be reducec! by thc ap—

'pomtment of more judges with technical. backgrounds ’

and adoption. of a procedure_that allows for asslgnmem

“of technically qualified judges for. those .patent 'cases

where a judge: with. a technical. background would
matetially. assist.in "expeditionsly and. correctly. dispos-

_ing of complex litigation, See the October 1978 issue

of Judicature, which includes an article by Mr, Shapiro,

. Chairman.of duPont, urging assxgnment of judges with
- special qualifications to handle complex cases dealing

with the subject matter in which, the ]udge is especmlly

qualified.

G IMPACT OF ANT!TRLST LAWS ON
INNOVATION

Any narmwmg of the nghts granted by the patent

v has a detrimental effect on -the: innovation process,
- because it discourages investors.: Such. restrictions in-

clude limitations on, transferring .the. rights:in a-patent

by assignment or hcensmg, as well ‘as enforcement: of

the:patent. -
» Patents-can and have been m;sused through lxcensmg

. practices, However, the constant attacks.oq:licensing
-practices by government ‘agencies and: the courts has
“:the net effect of -eroding the value of the patent grant
-:and hence the willingness of investors to rely on patents

to justify investments in the innovation process. -
Such restrictions could be removed by adopting thé

- following recommendation, made by the Report of the.

President’s Commissiocn on the Patem System, 1966,

.which reads as follows:

The licensable nature of the, nghts granted by a
patent should be clarified by Sﬁecnﬂcally stating in
.the patent statute that: (1) applications for patents,
palents, or any interests thefein may be licensed in -
the whole, "or in any specified part, of ‘the field of
~use to which the subject maiter of the claim of the
" patent’ are directly - applicable, and (2) a ‘patent

¢ owner shall not be deemed guilty ‘of . patent misuse

merely because he agreed to a contractual provision
~or imposed a condition on:a license,: which has (a)
-a direct relation to-the disclosure and claims-of the

- -patent,.and (b) the performance of which is reason- .

.-able under the circumstances to secure to the patent
-owner the full benefit of his invention and patent -

" grant. This recommendation is intended to make

'.ﬁrclear that the “rule of reason” shall constitute. the
" guideline for determining patent misuse,
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. -Also, clarification’ of existing law pertaining to k-
¢enses and misuse of patents would limit the extent to
‘which new principles -of law can be established by
merer giving speeches, as was dome in the past by
‘some Department of Justice lawyers,

* Another means by ‘which the Administration counld
keep the Department of Justice from inhibiting innova-
tion would be to issue an Executive order requiring
that the Department -of Justice, Antitrust Division,
conduct ‘an-“innovation impact study™ and a “competi-
tive impact study” before bringing any action-against a
patentee alleging antitrust violations. Such an Execu-
tive -order could require that the Dcpanment of Justice
“find aﬁirmatwe]y ‘that if it prevails in the case that
. competition would be increased and ‘that innovation
“would either be increased or not deterred ;

A thorough study, such as by ‘a Presidential Com-
mission, incleding not mere theorizing and suppositions,
‘but also factual economic data and market analysis,
“would lead to an assessment of the extent of the decline

off innovation due to the antitrust interference with ‘the

leveragmg powers of the’ patentee. Such a study could
 well suggest appropriate remedies.

The Subcommittee heard several expressions of con-
:cern over-Department of Justice attitudes toward joint
ventares in R. & D, ‘projects. “Antitrust Jiability in such
a case would be predtcaled on the theory that joint
activity by two parties, who might possibly engage in

.the same activity individually excludes competition by
-having one party in the field instead of two. - Alter-
*native attacks might'be directed against the pooling and
cross-licensing - of : patents. resulting- from' such joim
ventures, Although the Department of Justice almost
- invariably approves plans for such joint ventures when
“presented “to ‘it in -advance, the situation might be
clarified by ‘the addition of the following sentence to
35 US.C, §262: “The legality of joint ownership of
-patents under the antitrust laws shall be determined by
the rule of reason,” .. -
" . The proposed. amendment would- be mlended a5 a
:codification of existing case ‘law,-and not.a major
change, “However, it would provide a statutory basis
for arguing the legality of any particular joint venture.

g _ H. MISCELLANEQUS
- {1} Negotiations conducted by the U.S. Govera-
. .ment Relating to International Technology Transfer.
. ‘The 'U.S. Government.should consider making it
- mandatory on all their international negotiating meet-
~-ings at the United Nations and at other places to include
people from -the private sector who are expent in the
.matters being discussed. This should not be taken as
“’a recommendation that a delegate shonld be appointed

~-to-make sure-a-large- corporation’s interests -arg-taken... ...

"‘care of.” The value of an expert from the private sector
“is that-such an eXxpert can point out to the U.S. delegates
“-and, sometimes more importantly to delegates from
“other co:mtnes, the pracncal results and impacts of a
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. " particular proposal which may have exactly the opposne
- end effect that it appears to have on jts face, " -
(2) Unpatented technology is important to protect ’

from misappropriation in order that those who invest
in research and development may obtain a proper return
on that investment.- It follows from this that mechan-
isms should be -developed. by- which such, unpsatented

_technology, is not misappropriated .from its -proprietor

through . the, activity. of. governmental: regulation and
other . disclosifes 'fo “thé . Government, coupled with
requests by ‘competitors. for_information under FOIA
—a source of mdustnal e5p1onage which is now com-
monly in use.

(3) Make it a crime for anyone o lmowmgly n-
fringe a valid patent.

(4) Change to 2 ﬁrst to-file system, so that the first

' _npphcant to.file on an.invention would be emitled to
.the patent. Our current patent laws award the patent

to the. ﬁrsl—to-mvcm (prov;ded certain conditions. are
. met). rather than the-first-to-file, - .
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"Japanese Situation on Trademark

Registration Treaty -

[Summary]

'“fn"Japén,wéigning'énd'fgtifiéétion'Bf'tﬁé'TRT has .

yet to come not only because there are big’differ—

énces in contents between the TRT and the Japanese
.trédémark.éyéﬁem}lbut éiéo'becauéé ddtétandiﬁg -
- tfaééﬁafk apﬁliééfioﬁéfawaitihéuéxaminétibn'ére
¥biliﬁg hp"%féﬁéﬁdbﬁsl&..'Bﬁt, aé'Jaﬁéh is égrée—
" 'able to thé bagic idea of the TRT, the Trademark
'ﬂéyéfem'studYVCGmﬁittee\is'ééf'uﬁ:by the Patent
Offiqe in December 1978 as a step toward entry

into the TRT and is under study of the several

‘matters which should be settled for it. Therefore,
Japan's entry into the TRT will not be so far in

the future.
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‘Japandse Sitdation on Trademark

‘Registration Treaty
Introduction -

As 1nternatlonal treatles on trademarks, there
are not only the Parls Conventlon but also the
Madrid Arrangement comprlslng 22 countrles, the

core members of which are European countries such

as West Germany and France. Several years ago, a

Trademark RegistratiOn Treaty (hereinafter refer-

red to as TRT) was proposed as an 1nternat10nal
trademark system widely usable like the Patent

Corporation Treaty (hereinafter referred to as

. PCT) .

PR

_The TRT 15 almed at protectlngrever 1ncree51eg
:commerc1al rxghts through 51mpllf1ed unlform
mprocedures and 15 sald to be brought about under
che commerc1a1 cons;deratlon of the Unlted States

”whlch has many multl—natlonal world enterpr1ses.

:The_TRT_wes_firetupropqeed_etrthemqenerel‘Qengress

of the World Intellectual Property Organization in




_ September, 1970 and after several deliberations,
'it,pameJintg_exis;aqgawat.the Yianna_Diplqmatic.'

Congress in June 1973 with the signing of 8 coun-

trieg_inngdiggvthe_Uni;ed States, West Germany

countries has been increasing. The TRT was mean-
while ratified by Congo, Gabon, Togo and Upper
. Volta, and is to come into force subject to rati-

- fication of one.more country..

In the United States which is bne of the propaaars
of the TRT, the government announced publicly
drafts fﬂr:§§Y§$i09;95.Fé%ated_dOEQStiS,¥§931§f¢
tions iﬁ Aﬁéaaﬁﬂiéﬁé aaa.israeﬁofaadiéhbuaybiaht
making various necegsary imvestigations and
arrangements.. . . L

In, Japan, 51gn1ng and ratlflcatlon of the TRT has
vet to come not only because there are blg dlffer—
- ences in. content between the TRT and the Japanese
trademark system, but also because outstanding .
trademark applications awaiting examinatian are
‘piling up tremendously, and priority is given to

. this problem. However, as a part of global .
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II.

commercial activities, there 4s a trend for inter-

national ‘cooperation on trademarks and Japan's

‘entry into the TRT will not be so far in the =

future. At the momeént, various opinions dare "

voiced among the Patent Office, specialists and’

" industrial groups in Japan concerning characteris-

tics ‘of the TRT and how to reconcile defferences

between the TRT and domestic regulations. I would

like to shed some light on Japah's movement- toward

the TRT in more detail.

The TRT and Japanese Trademark System &

I wish to cite hereunder several charactéristics
of the TRT in order to consider how to cope with

the internationalization of Japan and how to

“narrow the differences between the TRT and the

'Japanese'trédemafk'syis‘tem."=

:

1)":Siﬁplifica£ioﬁ'6f procedures

The internaticnal reqgistration for a trademark -

will be effected by the International Bureau only

72—
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if a single international application designating
a.number of states where,the trademark is desired
to be protected is filed with the Bureau (Article

7). Once the International Bureau publishes and

" notifies an international registration of a trade-
- mark to tﬁg national offices of eachrdesignaﬁed
States. (Article 10), the registration will have
the -same effe¢t intgaqh:dgsigpgted_ﬁtaggﬁés)if_an
wwapplicatiqn,for_thg-@@gistra;ipﬁ:of thgit:adema:k
-in the national register of trademarks had been
.filed with the national office of that Stg#g,_ _
:Furthermore, the said -int—er.qat.i_pnai ,.,resiiﬁt:r,atiqn
-will,have,the,same;effect:in;eagh_ggsigngted_Stgte
as if the trademark had been registered in the
national register of marks of that State when ﬁo
refusal-or a.notice of possible refusal has been
notified.by_the;nationai office of that:State
‘within 15 moqths.ﬁ;omﬂthe,datg:of,tpe.publiqat}pn

~of: the international registration. .

Each applicant has hithertoc been ogliged to file
an application for a trademark to each State .
independentlyuanﬁ,the_abovg_simplifiqatipn of

procedures .for international registration of the
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‘tradémark will highly benefit’ Japahese’companies’
{éimiﬁg'aftthé‘ékpandihé”comméfciaf”rights*around'

“the world, "
"2) Uniformity ‘of language and form-

The interrational applications ‘dre +o ‘Be made in

“the English or French‘language #nd in the'pre~ "

‘scribed form. 'The goods and/6r ‘servidés ‘for which |

the “international registration‘is appliéd must be
'exprééééé_iﬁﬁprédiéétﬁéfmé”ahdﬁaﬁ far as possible
in thosé terms ‘appeatifg”in’thé alphabetical list
?*of{tﬂé:IﬁternatiéﬁélﬁNiéé*CiésSificationV(Article

5).

Unlike ‘the PCT; the Japanesé langudge cannot be:

used in” the TRT and due to'this language limita= -

“tion there is a fear of ‘some problesm.occuring’at

the time of filing"a*prdteétVof*inéfitutingJOther

procedures.

Japan has been ‘using the 34 Classification ‘of ¢

goods which ‘is ‘the same in ‘number with, but is-

different in content from ‘the International Nice

ST 4=




. Classification. . Therefore, it will be difficult

for .Japan -to .adopt the latter classification in a

single ‘step though Japan-will be obliged to revise . .

in due ‘course grouping of domestic.goods or to ..

adopt.the International Nice Classification.as a

- touchstone.for internationalization.
~.=3)"-Registration date and.effective.period . . .

=At: the moment, the initial:date Wh@nxtheﬁtxééét?

mark..comes. into.effect and. the effective period.

thereof differs among. States, which complicates..

-international management. -In:the:TRT, the date.

~when:the national registration.comes into effect

is defined;as;the;in;e;natiqnai,reg@gt;gtiqn date
and;the;effeCtiVéiPefiodrofﬁthe ?egigteredftrade-
mark is:10. years (Article 11),ﬁwhichshas.theﬂm§rit
of simplicity fof applicants. In Japan, however,
the registration comes.into effect on.the actual

registration date and adjustment for narrowing

-this ‘gap 4ds: necessarys . .-

" 4): - Examination period. for application. . ..

‘_‘,—"7 b



The “international registration ‘of a trademark will
‘“have ‘the ‘same effect in ‘each 'designated state as
“if“ﬁhé”tradémdtk”ﬁéd:béénfrééisteréd inthe ‘na=:-
tional register of marks of ‘that State unless ar
refusal or a notice of ‘possible réfusal has been
otified by thefnafidnal-office'of that State with-
in 15 months from the date of the publication of
the intérnational Fegistration. 'This is beneficial
for applicants in that the registration of the
trademark or the pOSé'ibi-lity--"of"'its ‘being usediis
clérified”aftéf"the'Iapsé of & bertain«period;r“
However, ‘Japan has a hiige  numbér of#outstanding.
tréaémafk;aﬁﬁlicéﬁiéns of ‘more-than 400 thousands
-and it will be'practically impoSSiblewto’éoﬁpléte
“the ékéﬁinatibn*of”internationalﬁapplibatidns:w
“within 15°months from'its publication’without o

‘drastic changes of the examinationisystem. <™.
—5) “OﬁgﬁapglicatibﬁﬁfbramanY“kinds-bf-class

In Japan, one application must be filed for goods
in one class, while in the TRT one apélication

suffices for séveral’ classes, ~The United States,

West Germany and so on adopt the latter system for.

e
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simplification of procedures, however: this system . :.

may be applled 1n Japan only when thorough studies

of examlnatlon procedures and products s1m11ar in

efflcacy and luse are made. ThlS wzll 1nvolve a

_reVISlOn of the relatlve regulatlons.

6} IService mark B

_SerV1ce marks have not been leglslated in Japan as'

yet. Leglslatlon thereof is not an 1ndlspensable
condition for Japan's entry into. the TRT, but
Japan cannot ‘go:without it; judging. from the pur-

poseaof*theaTRT::;Sufficiehtiinvestigationﬁinto:

“registration:of :service marks-is.necessary by:the

united-efforts.of goverﬁmentzaﬁdmpeople.;

PIERCE
LAW CENTER LIBRARY
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1II. Japanese movement toward the TRT. -

” As stated earller, the Japanese trademark System

1s so dlfferent from the TRT that sweeplng changes
of the system w1th1n a short tlme are 1m90551ble,

but since Japan is agreeable to the basmc 1dea of

the TRT and the wishes of economlcally powerful

: |

states, Japan must exert all efforts to reallze

1nternat10na1 cooperatlon on the trademark system.
The follow1ng lS the Japanese s1tuatlon concernlng

thlS matter. )

VOfcthe.variots‘differencesfbetweenqtheeJapanesex
tradémark!syStem"and«the_TRwasuchvmatterSsas«,~
nsimplification:dfﬁprdcedures;wonerapplicatien.for
many classesgand language -will probably be. able:to
be solved at the time of introduction of the TRT
into Japan. On the other hand, such matters as

shortening the examination period and introducing

. the International Nice Classification will not be

" solved so easily, and, will require much time and

'effgrt forfpreparetion and arrangement step by
step with the cooperation of the public. The
number of trademark applications in Japan is far

larger than that in other countries. The figures




. @pplications

. applications

fq:pl976,in¢the;majq:ﬁqountries are cited below.. .

.No. of trademark application

124,362

stte: ats0s

The following, is the number of newly filed trade-

mark, appllcatlons, examlned appllcatlons and out-‘

standing appllcatlons in Japan for the 5 years  ‘“

from,%],_??A: to 1878. . :
1974:+..:1975 2 1976°. - 1977.'\;-_-_ 1978

oy filed 265 155469 124,32 130,218 121,501

Examined 129,012 159,199 14s,ssé 165,127 123109

?a;‘Ei“cﬁiﬁssmaw 5.67;1673 452,667 447,758 441,550

_Although the examlnatlon of appllcatlons is pro—‘
Vceedlng at a relatlvely hlgh speed, the Outstand-

- 1ng appllcatlons amount to nearly 400 thousand

because of the 1arge number of new appllcatlons '
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every:jear,{and'it usually takes more than 2 years
before an application is examined. From this
situation; it will ‘be difficult for Japan to =
notify the refﬁsélzer the notice of_possible'”"
refusal within 15 months from the date of the
publication'of'tﬁe international regisfration as
provided in Article 12 of the TRT. In order Aot
 to be left behind internationally, Japan is reqﬁi-
red to shorten the examination period. Of course,
e'here.ihéreése‘inxnumber?bftexamiﬁeré'Wilirhbt"
suffice, and in 1975 a part‘bf'the”traaemark‘IaW"
was reviEed te'strengthen the ébligation of use
along with simplification of practice. In add-
ition, thefintroduction of ‘computers for mechanic-
al reference has been under con51derat10n at the_

Patent Offlce and the plan seems to be progreSSLng.

As shown in the above figure, the numberJofieﬁt;“m
etanding'éppiicatioﬁé ie'feiliné'yéarly thehkeetg
.1mprovement of examlnatlon procedures, and in
'December 1978 the Patent Offlce set up a Trademark
System Study Commlttee as a step toward entry rnto
the TRT. Thls Commlttee comprlses 3 sub-commlttees

of the TRT, Internatlonal Cla551f1catlon and
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Servige Mark: and has held several meetings...., ..

In the TRT sub;oomhiéiee,'such matters as the

__examlnatlon perlod of 15 months,'co'”"”

rlght of reglstered tradem X and ‘one appllcatlon

‘for many klnds of goods in.- classes and/or service

have been con51dered. As for the examlnatlon

‘perlod of 15 months,'no way For a solutlon w1ll

. be opened w1thout drastlc changes of the examina-

tlon system, analys;s of the reasons for the o

1arge number of applloatlons and wholehearted

cooperatlon from the lndustry 1n all aspects.:'

Inﬂthe:international ClassificetionhSubeommittee,
discussions ‘have -been conducted.on: such metters as
clarification of idea of goods translated .into.
Japanese from the English list and the measures to
be;takengat'the:timeaof transit; from Japanese .
¢lassification to:international classification.
As for;international classification, there: is.a
Japanese_version_of'AIPPI,-but-it;is‘translated
too literally and.designations for some goods. |
remaie.vaguei -For-entry.into.the TRT, a more. .

accurate-Japanese vVersion is necessary and the:
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- concrete’ work f£orthis purpose seems to' be: “uu
progressing. 'The goods according to the interxr-
natlonal class;flcatlon number approxlmately
20,000, Whlle the goods éccordlng to Japanese.:
'_ Class;flcatlon are approx1mately 4 500.; Among j

‘them, there w111 be some goods pecullar to Japan

“and 1t should be well examlned to whlch lnter~
natlonal c1a531f1catlon such goods should bel;j
'_VgrOuped.‘ Of course, some of them may fall W1th1n
TCategorlés unlque to the Orlent and need to be
grouped 1n a new 1nternat10nal classzflcatlon-”
subject to approval accordlng to the Nlce_ﬁ:_“
Class;flcatlon. Howaver, laborlous and time—.
1*conéumingfthe:wdrk”MayTbé{ it is eéssential:-for'

© Japan's entry intd the TRT;  and wholéhearted &

coopération from the industry-is’solicited. :':

In theServige ‘Mark Sub-Committee, 'discussions:
séem” “to have been. focussed on the definition. of
servicée marks, :constituent eleménts}ﬁtargeti
induStriés,“regisﬁfétiénifactors;fadjustment*"
between service“marks:and=9xistinq:marks;Sﬁcheas
trademarks and the classification thereof:. .In"

‘view ofithe rapid Japanesé economic deévelopment
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over the recent years, the introduction’ofithis.

system seems to be necessary, but Japan has no
“experience’ in- this:respect and’detailed invésti-

gation ihto the situvation'in other advanced =i -

{65 HAS 6 Be ade With CoSperatiba T "

the industry. =%

“ The. proceedings of meeting: at the Tradematk
~System Study Committee will:be: published in the:
near fhturei  In theﬁmeanwhilteéome“Privatéef#D
“circles affiliated with the Japan Patent Associa-
tion seémlio_Bejétﬁdying.the above matters
independenfly and thus positiﬁe cooperation with
‘the Patent Office ca be expected: At any rate,
both government and’ public are ‘oncentrating
‘their ‘efforts on adjusting the Japanese trademark
systen to Suit the TRT ‘and the way £5r Japan's”
entry into thé TRT may be ‘opened during a few -

years.at the earliest.
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V..

Conclusion

A review of. the above Japanese situation.gives. the
impression that the road for. Japan's entry into.
the . TRT-.is not . so smoothaﬁ=However;~in order to
overcome various difficulties, the trademark law
is being revised and computers are bheing intro-
duced: for mechanical reference.. In-addition,. the

artiles of .the TRT are being:studied at:the Patent

. Office., These efforts may-bear fruit.din the-not

-.too-distant. future, harmonizing. with:the necessity

of protecting domestic- trademarks.. ..

On. the other hand, the industry is watching with

much interest how ratifiers. will increase in the

-future, and great attention:is giVven: to when:.the :

ratification; by the United States, West Germany,
etc. is made. Especiﬂlly the movement of the
United Sﬁates, West Germany etc., which will no
doubt have a vital influence on the Japanese

movement toward entry in to the TRT.
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. ENFORCEMENT OF A POPULAR TRADEMARK <

oM denotes origin and, if product has quality, style and/or

“price. distinctiveness in mind of consumer’’ can”be valuable.

Market' segments exist’ in which® consumer views major competitors

' as of equal quality. Detergent/tetracycline. Advertising tries

to satiirate mind ofTCOnsuher'so that when need for product

‘arises, first name to come to'mind will'be that of advertiser.
IR this: case response desired is more Pavlovian & less -

"7 conventional: M function. @ 0o

In such market segments, TM's are perceived by some as barriers
‘to’ new entrants ‘requiring massive advertising expenditures . to’

‘overcome:

Gov't. response to situation in other countries is to require

- development of local marks; refuse payment of fees in ™
‘licensing, etec.. In U.S. principal agency which perceives this

situation as a’ problem: is FTC.- FTC 'has considered ‘compulsory

'licenéfng\(Realembég%“and;is riow pursuing use ‘of Lanham Act to

declare marks generic.

Tt is problem of potentially generic mark 'that' I will discuss, .

“but it should be borne in mind that above background is what

gives this problem its preseht urgency:-:
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Tt has long -been. principle of TM law.that where mark becomes

synonymous with goods rather than denoting their origin, teee,
.. becomes generic,_that rights. to the marknaré‘lostr,rExamples

. abound: _aspirin, linoleum, escalator, etc.

+ . FTC has.selected Formigég?as-the first target-in”ifs
-.campaign.. The.FTC is known:tc-have a Mhit list" of some 200
 .m§lrksT JIf it succeeds agaiﬁsthormicéE%.ﬁany others can

. expeckt to be in. the same. position now o¢cupied.by American

- Cyanamida_.As.is_sq‘often the case with;government,action,

‘substantial rights may be sacrificed to a theory.of competition -

which has'yet to be tested.

+ It clearly behooves.everyone. owning, a.popular. mark to. examine

current usage of such marks. If the mark is in danger.of

becoming generic, vigorous (in fact, heroic) -action is called

..Eor.

One line of.deqisibns holds that only complete success din

. eliminating generic usage will. be effective in rehabilitating a

';mark\“‘This‘yiew;is.clearly~exp:esseé"in,decisions by -the Hands

in two landmark cases:

ce{@) o "...it.makes no difference whatever what efforts. the

. plaintiff has made. to get.them (the buyers) to.undefstand

more." - Learned Hand, Bayer: Co. v.-United.Drug-Co., 272 F.

505 (SDNY 1921).
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1.

SE <) AR & ¥ thereforé.'makes-nO“differéncé-What~éfforts:or:money

- the DuPont Company expended.:in’ order:to persuade’ the pubiic

. that.:'cellophane' medns ‘an articlé of DuPont manufacture.

id ‘not ‘succeed i

- So far as.it

world:to its gospel it can have no' reélidf.” - Augustus

Hand,_DuPontHCellophane'Co;fv;‘WaXea Products Co.; 85 F. 24

75,- 30 USPQ--332.{2 Cir. 1936). "

- Such asburdén-isnalmdst, bhtﬁnbt“quite;Vimgossible:=‘At'one time
: :"Friqidéire“ was widely“ﬁséd:in“a generic sense. ‘Today, the
“Tterm "frig" is so used, but Frigiﬂairég)is clearly’understood

- to be a trademark.

Another line of decisions holds out hope for a more reasoned

approach. Such a case is Marks v. Polarcid Corp., 129 F. Supp.

243, 105 USPQ 10 (D. Mass. 1955). There the court, after

finding "wide spread" generic use, held:

"But I cannot find that the trade mark "Polaroid" has come
_to be so public and in such universal use that nobody can
‘be deceived hy the use of it. Where the possibility of |
some deception femains real and the need of competitors to

satisféctbrily describe their products is satisfied by the
availability of several common nouns or adjective;fs@jtéﬁlg
for that ﬁurpose; this Court will protect the,intéfééf.;f

~the owner in his trade mark."

—-87-
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12+ To métthe most interesting case in‘thiSzarea-is the "Thermos”
.case.. :There.the court‘héld that “thérmbs“ was ‘generic and'éould':
- -be usedlﬁyuthe defendant, but that.”ThermosW~was:a'vélid
- trademark. and wbuld;be enforced againSt-iﬁfriﬁgers-American.

~.: Thermos. Products Co. v. Aladdin Industries, Tnc.” 134 USPQ 98 (D. .

.Conn.: 1962).. Intellectually, this decision is appealing. A
language as rich in synonyms and: homonyms as' is English can’
easily encompass the ambiguities that ensue from this decision.

-_uNd.one.representiﬁg,a,trademark owner- can be pleased with this. .

. "cut-the~baby-in-half" type of decision. -'I know .of ‘no:other
fcase_whichﬂﬁaS»goﬁe,in:this direction. However, if the PFTC -

continues its crusade, courts may be tempted.-to: go: this route. -

. ‘GWFS/ceb. ...,
1893D/4%
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L ipatiase Ghonp
Committee No,Ll ../ @i
“Group No,2
Chairman: Masuo OIWA
Speaker: “'Yiutaka YAMADA

. CONTRADICTION'BETWEEN PCT AND JAPANESE PATENT LAW:™

ESPECTALLY IN REGARD TO THE UNITY ‘OF INVENTION =~

Summary’

PCT clearly provides unity of invention as one of the -
requirements of:the‘international-applicafibnﬁ‘ Thé¢’¢
basic .concept of:unity'diffErs~be£Weén~PCT5éﬁd the
Japanese‘Patent'Law3ih'that'this-concépﬁ-in the
Japanese Law is stricter and narrower-in interpre= "’
tation. This ‘sometimes causes the rejection of ‘an
internaticnal applic¢ation in which Japan is" desig- <

nated, -becausé-of the unity hoét being conformed on "

the national’ stage of Japan, éven if the same case "
has been-accépted on the: intérnational stage. "This ' "
presentation describes ‘and c¢larifies the freatment

of such a case. "
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CONTRADICTION BETWEEN .PCT AND JAPANESE PATENT LAW:

ESPECIALLY -IN :REGARD TO THE UNITY OF INVENTION

hl,;;iht;ddﬁction : :w

" Thanks to PCT, the international patent éppli—
cation.ﬁystem‘is.establishedLtq;promotgainternationalav
patent cooperation and organize technical-assistaﬁce;m
In 6rder to carry out these purposes, PCT prescribes
uniformity of application procedures and technical
information sefvicé or other . .services for -developing.
countries. However, the substantial requirements are
. not specified by.PCT but left to requiremépts,of
member countries' patent laws. Therefore, it -is-not - :
deniable that the contents of:PCT regulations have
become c;pse_to‘;he;gqmmop factor‘ofqmembér-countriesl.
patent laws. Since PCT .is not in-:conformity-with
membe; countries! . patent laws in detail, we are afraid:
that differences may occur concerning several.pro-:
visions for application procedures carried.out.by
memberJgouhtries at-eéch-national staggfﬁane;ofawhich‘

being the difference of concept of unity of “invention..:

Hence, ;!d‘yikeutd point out'sgvexal;aspects;ofwthe:«fu

Japanese Patent Law with respect to unity.of in-

vention at this presentation, I am very happy if this

=90~ -
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one-éf;thehrequiraments:ofsthe international appli-~

" gives any information to those who want to file an-

application in Japan by way of PCT. -~ @ s

2. Unity of invention in PCT

.'PCT concretely describées unity of invention as -

cation, which provides-"that thé intersiational appli-‘
cation-must comply with the préébribéd requiremerits < ¢
of inity of invention" ' (PCT Article’3(4)(iii). In "~

Rule 13.1 0f PCT an“invention with unity-is défined i~
as one or a group’of inventions so”linked as to form'

a single general inventive ‘concept.: “In Rule 13.2;" "

either of the following two possibilities is construed:

as conforming with requiréments of unity of invention '™
and-shall be.included in the same ‘intérnational’
application.:
(1) One independent ¢laim- for 4 givén product-

One independent claim for one process for~ the

~manufacture cf the ' said product or: ™"
plus _ , . o —

< OhiE independénticlaim- for one ‘use of ‘the :said "'+

product i
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(2) One independent .claim: for a given process

One independent claim for one apparatus.or

e I . s

plus means specifically designed for carrying out the
said process

Above requirements are. applicable. to. invention claims

of different categories. -For inveﬁtioq'claimsuof'one

and . the. same .category, the following requirements are.

provided. in Rule 13.3 which prescribes that subject: - .-
té Rulell3.l,:it;shéll be permitted touipclude in the
same- international -application twoior more independent.
claims of .the same category: which. cannot readily be.
coVefed_by-a;single generic claim. . Briefly speaking,
-inventions with éommonrinventiveuconcepts are con--.:o0
sidered to have a.unity and permitted-to be. included - .
in the same application.. This would be derived from-
the fact that the concept commonly fixed in USA, Great-
Britain, West;Germany, etc., is-.adopted: in.-PCT.: The
requirement,of,depeqdent claims is provided in Rule
13.4 which prescribes that subﬁect,to.Ruleal3;1,”it
‘shall:be.permitted to:include in_the,sameginternatiéﬁéf

application a reasonable number of dependent claims,

even when the features of any dependent claim could
be considered as constituting in themselves an

invention.
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.3._ ﬁnity of.invention~in-the.Japanése-PaténtuLaw:fgmxﬁ
g~InvtheﬁJapahese:Patent~Léw;-the;principler"ohe S

aPplithion&fpr?one~invention".lArticle 38, .which is .

shown in page 10).is applied.. Thus. claims to be. =

‘permitted in*the;sameﬁapplication}are restricted to . a.

“"single independent claim in principle. -Therefore,

'inventions;prescribeduinethe PCT-Rules 13.2.and+13.3.

do not conform with this-principle éf;the.Japanese.=¢;n
Patent Law and such.claims of- thoseé inventions: cannot:.
bewihdluded*in;a singlg—application:whenuapplyingafore;
a.Japapesezpatentsg_Inathis:réspect)réppfdvalcconceptw.
ofmunity:qftinﬁentign‘is_narrowerﬁwithuthe:Japanese S

' Patent Law and:stricter than that:of -PCT. . However; .«

as an:exception of;thei"Oneuapplication;foraone?inﬁf:fx
vention® principle;:the Japanese:Patent.Law, herein--.
afterﬁreferred%to»&stPL;:pgrmits-to:include plﬁralxr«
inventions}specifiCallymrelated=tofthe¥subjectﬁineaw L
vention: in.a:single application: fer convenience of: .
appiicants;(the¢provi§os of:-Artiele: 38-of JEL); CoimFanon
According to this provision, PCT Rule l3.2fi)taimost;‘
corresponds to JPL Artiéle 38(2) and:PCT l3.2(ii) to
JPL Articlet38(3},uuThus,_even though.JPL denies. the

unity of inventidn,,JPL“canpihcluderp;ural_inventions _

in a éingle application ashindePendent:éiaims,--
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enablingiapplication_proéeduresfto be made in the."

similar mahner.as PCT:and we' can consider-that:there

is no substantial difference between PCT:and JPLiin: ..

this respect. ~However, since such invention.is:’. ==

. treated as plural inventions, examination®reguest fee .

and other expenditure must . be’ paid:corresponding to.:::-

the' number:-of inventions.: In- this’ ecase,:dependent -

claims' can naturally be. included in each .independent .-

claim. However,. in JPL,  specific. forms of:the-in~ -

vention: in: dependent claims must-be:prescribedvin. the:.:

" range of - inventive concepts of: the' independent ciaim

.and in’ the: manner technically furtherqrestriCting:in—fa"

| ventive-components described:in the"independent:claim::
(JPL Enforcement Regulations-Article 24 bis).:. Thus; 1.
whentthe:feafuré-of‘a'dependent claim: is’ approved -to. -
constitute anfinvention5askproviaeduinuPCTﬁRule*13;4;;~
it cannot: be permitted- tovbe’.included’ as a‘:dependént:::.
claim;” but:'must be:described:as the form of:an inde= .-

" pendent claim and’ it needs’ one additional-fee:accord-i:

—

ing to“JPL.: &0 i

4. - Treatment of a group of-inventions not incon-' %

formity with the provisos of JPL Article 38 -

Among inventions conforming with PCT-rules: 13.1..0:
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through 13.4, ‘one which: is" conforming with ‘the pro-
visos of JPL Article 38 can-beé’included in one appli- -
cation even though it has been admitted to be a -

plural: invention and danfbeftreatedhin-é'similar~- 8

manner as PCT by paylng addltlonal ‘fees. However-‘

Mf51nce the concept of unlty -0f - lnventlon 1n PCT is

o

verwaLde;:;tnls:ea51ly-understoodmthat awgrdup'0f17**
inveritions  in‘conformity with PCT:Rulé‘l3“1-through-
13.4 may- sometlmes not be’ in: conformlty w1tn the -
provisos ‘of JPL Article 38,  Concerning thls matter,"
1'a like:to'furthet mention the:procedure‘ofwtreatment'

of 8uch ‘an/invention on the national ‘stage of con- -

~ gideration in Japan. An‘invention noti.in conformity -

'w e with the proviscs o¢f JPL Article 38is ‘a grotp of =i

invéhtidﬁSvwhich;is%éOmmon in inventive ideas'but: "
different in "technical subjectsftOﬁbEf501§ed“ an&!t~?
wi "industrial appllcatlon flelds" ‘More'coﬁcretely
speaking, we -can assume’ that it is a group of “inven-
tionsﬁincluding'aﬁngﬁcombustible‘mate:ial X, a non~"+
combustible agent Y'maiﬁly?cdmpdSed?ofithe material
X-and:a'tektile-ptbduet‘z treated by the agent Y. -
Even through this group:of invehtibnS'mayffall’Withih“
tﬁeiscbpe:ofmunityrofdinvention’in'PCT, JPL will treat

them differently. . .That.is,” the ‘group' of these -
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inventions X, '¥.and Z may not conform even though X

and ¥ alone could conform with the provisos of JPL

Article 38. This is because X and Y inventions have . .

the technical subjécts,to-be.solved-and the;induétrial
application fields_iﬁ;common, but when it comes to~,a 
view %, Y and ‘Z -in patallel,,they are -not bound

- together by .common factors. ‘Thus,.whgnqtheseathreg,
inventions are included in one -international appli-- .
cation,,the;épplication“is accepted_onathefinter—
nationékjstage,-but‘isuréjected,on'JapaneSEﬁnational-J

stage on reasons for -being in :contravention of the

"One .a lication;for,pne.invention“‘ rinciple :in.JPL.
PP P

" To cope with,this-rejection-andqin or&grLthat-the~ugmr

three inventions -can -all be -accepted, at least the

Z invention must. be applied as a divisional. appli- -

cation.. X and Y :inventions are considered to conform .

with the requirements of .the pfovisosﬁqf:JPL'Article

38 and be ‘able to pass through the .international stage

processings without need .of a divisional application. -
As a result, -a group of. inventions. which can be -in=:....
cluded in one application.on international stage must -

“take divisional procedure-onjtheanationaijstagegof SRR

- Japan. ' In this case, a.complicated. procedure, -that

is, division of the application in-addition to ...
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increased fees due to increased number of appli=-

__cations requires’ a great deal of labor. - Unity of '
-hinvention;aprovided*ihmPCT*Artible‘3'as_a'requirement
for the: international: application, is ‘cons idered-to-

" be included:in."the form or:contents" in PCT Article

27 paragraph (1). THerefore, the Japanese Patent Law

can not, we consider, require compliance with require- '

ments;forfunityfof-invéntionﬂWhiéhwate*differehttfrbm

“those provided forin PCT. - How can“we?bénéider?thé'
fcohvegéionwprocédurefoffanmapplicationﬂfiom*a?single
'haﬁplicatibhrsh:aﬂ'intérhationalEStagé~£o a‘plural”

“application on*the'natibnélsétage%offJapan?ﬁﬂFrom“the

viewpdintnof aimeasﬁﬁexaaainét'ahyexaminér!s ac¢tion; -
the division‘of"the”applicatidn couidVbefconSiderédi
to be. a cqncréte”ﬁeasﬁre~for:substahtiéiﬂéxamiﬁatiohs
and’ could-be inthis casé in' the "nonihtervention
range of ‘PCT", The'Japanese Patent-office maintains
antattitude#offtreatiﬁg‘this5§rob1émcwithinithe séope

of present.- Japanese  Patent’Law, and- it -can“be:suppodsed

“that the Patent Office is' treating the problem in-the

procedures=of: the. substantial examination. .-~

5,70 Closing WoEd ettt

“As-a’result; when an applicant designates Japan
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in the international application by way.of PCT, he .

must . carefully. investigate beforehand-unity.of . in-. .
;yenticngand.paY'Special-éttentionwto&how;thformulate
claims,as{tqureventaunnecessgrygdifficulties>on the

national:stage of -Japan and save moﬁeywandaiabor, o

,,A;t;¢le-38:,¢Angapplicatipn;forwpatentwshallwbe;made
for .each:invention.- Prpvided;.howeﬁerie#ha;:even,with_
;ggpecthtp,tWOaQr,more.inventions7ﬁifssu¢h;inventions,
havg;anyyof the;following;relationship:to;pne of:said '

ﬂinventions_Whichfisaclaimeﬁclhereinafter referred: to

as. "the spacifiedzinventionﬂj,;an;applicatipn_for”?v

.pé;ent;mayubegmadegwith one: and: the -same request. as.:
1forkthe~specifigd;invention.;;,;TJ; -
= {1}~ inventions which have asgtheisubstantial-&_
_Pa:tﬁof:the;featuresgindispensableﬂforwthegconstituf
.tion of. the. inventions the whole. or:the:substantial.
».part of . the features indispensable:for the: constitu-
tion of the specified invention,  and which: achieve:the
same purposegas:thatxdfathe-spécifiedginvenfion;,q;r
~{2) when the specified invention is an invention

of a thing, inventions of processes for -manufacturing

‘the .thing, .or-inventions.of machines; instruments,




LI R D U SNSUSMNE - i

equlpment and others for manufacturlng the thing;
(3) when the spec1f1ed 1nventlon is an 1nvent10n

of a process,. lnventlons of machlnes, 1nstruments,

equlpment and others used dlrectly in. the Worklng of

_{he inventlon of the Proge58-ﬁﬁ.”m;ﬁ
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., Reuben Spencer L
Western Electric Co. Inc. |
--Gctober 1979 .. '

NEW YORK PATENT LAW ASSOCIATION SURVEY ON USE OF PCT AND EPC

In the .spring of 197¢, the subcommittee on Foreign
Patents of the New York Patent Law Association, Inc.,
mailed a questionnaire {(a copy of which is attached) to
_gts members, .The purpose of this questionnaire wag to
ascertain the members! opinions and experiences relating
to £filing patent applications under the Patent '
Cooperation Treaty (PCT) and the European Patent
Convention (EPC). In the preparation of this
guestionnaire I used the questionnaire prepared by

- Committee No. 34 of the Japanese Group and reported at
Nagoga last year by Mr, K. Imai, However, I expanded it
and included the private sector as well as the corporate
' sector. It is noted that the Japanese Committee
.indicated an interest in seeing the results of an
American questionnaire. ‘

The questionnaire can be broken down into four separate
sections. The first section elicits the background of
the respondent. This information is contained in
questions one through three and the bptional
identification at the end of the survey. These questicns
seek to determine whether the respondent is in the
corporate or private sector; his technical speciality;
and his foreign filing activity.

Questions four through seven seek informatlon pertaining
to the respondent's cpinions about the use of PCT as a
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medium for;the,filing"of foreign applications.uiQuestions»?%
“elght and nine relate to actual or planned £filing via

‘both PCT énd EPC. Questions ten through'eighteen-deai

with theJrespondentﬁsvopinionsuconcerningsEPC;-

.Of the 1200 questionnaires mailed out, 115 (9.68). were. .
returned. Although the statistical base is '
disappointing;:the large diversity in backgrounds of the
respondents makes this survey meaningful. It is noted
that the Japanese survey had a better percentage -

response, namely, 55 responses to 61 questlonnalres, "OF |
approximately.a 90% response. ‘

'O0f the 115 responses, 68 (59%) were from‘the‘priv&teqsectorgm'J
and 47 (41%) were from the corporate sec¢tor. The types.

of technologies represented are as follows: RN
TOTAL Corporate Private
: Electrical .. .. - 45% o .. 2308 . L . BB%
- Chemical 40% 51% T 32%
Mechanical 50% - 38% . 59%

Other G 14% e veoome . 2238 0 s L o 7%

‘The above totals amount to more than 100% because some
respondents listed more than cone technical speciality. It

appears that all of the three major technical areas are well:
represented in this survey. It is interesting to note’™

that although the chemical field had the'gféateét.,u=
representation in the corporate area, in the private

gsector it ranks third with the mechanical technology

having the largest representation. :

Regarding filing patterns in general, the group filed
5,629 cases or lnventions .abroad.  This resulted in
55,616 individual foreign applications for an average of
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55,616:indiuidual-foréiénfappliCatroné forran average 'of
9.88 applications per'case.: S sl ped

When these same statistics:were-analyzed with:respect-to::
the corporate and private sectors, the results are as
followss: o o0 4 : ' :

All Technologies .. Total:: an6rPOfate$”t¢ Private .
Average Number of . aoun
Cases Filed .in fo ool 13 o AL S o
1978, per Respondent 49 Cu@By G FDE QLB T RO

“Average Number -of -
- Applications ‘Filed SR B R g
per Case . : :---,--.L:::;.g',.'aa_ TG

The above data shows that the corporate sector tends to
file ssignificantly more cases in more countries than does:w i)
the private sector. = Lo b

Looking at how the various technologies ‘compare the
results were as follows:

sElectrical
Average Number o .o '
of Cases filed :-
in One Year =~ Cam
per Reséondent,,;; 35,3

'waChemical‘tﬂ:mMechanicai*ﬁ“r*Other

2291 150

Average Number ..
of Applications _ B R TR P P TR FER L B P
- £iled per Case 5.2 10.1 11.0 10.22

This shows that :while :the: chemicdal: :ihdustry has: the: kargesti .

AR ORI A I R

S R "
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" average riumber of ‘cases ‘£iled in ‘a year, the mechanical
industry ‘tends to “file 'in more countriesg per inventlon., ‘It "
is Interestiﬁg'toTﬁote that Ehé“édﬁbination of'the T

predominance in~the~corporate technology seqtor,-probablyuwl¥~

respondents in the corporate environment.
PCT
Question four queries the respondents attitudes’ about PCT by

'7 asking ‘Do you ‘plan to use PCT for your foreign patent
applzcations?“ SR RS TR R Ll i i sty

Approximately 80% of the respondents answered this question in
a negative manner. *63% ‘said that they generally would rot-
‘use PCT except for special cases while 17% stated that

they would not use PCT in any instance. Of the remalnlng
20%,;" ‘14% said ‘they would use 'PCT “in most- 1nstances. No ©

one said they would use PCT for all cases. The reiaining

6% responded with various comments such as l'Really too

"d ' soon to know thlS. iy etc. e R #

With”%éspéCE*toTreasons‘fof;tﬁe'usefdf=non=use*o£EPCT
(questions six and seven), ‘the most frequently given
answers relate to costs. 21.5% of those who chose PCT,
feel that "applications can be filed in a group of
countries with simple procedures ‘and comparatively ‘lower -
'costs." The next most quoted answer (19%) is that "the
English Language can-be used during-the 'initial 20 month
period®.  "21% of those who did rot choose PCT; ‘alsSo feel
cost i$'the main réason. 18% have taken'a “"wait'and see"
_ attitude. Since cost was the reason most given both for
S ~ and against f£iling via PCT, the results were tracked

o
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considering technology and relationship tg¢privatg,qnd 7
corporate :sector. Accerding to our survey results, the
corporate sector in the electrical and mechanlcal
technologies finds PCT most advantageous. because of cost,
while there.is .no 51gn1f1cant difference. among the
varlous:grqups‘fq:_not‘flling,ECTﬁfg;_cost_;easons,.

Since there is no apparént tie-in between the groups favoring

or not favoring PCT for cost reasons, there appears to be - .
- confusion or disagreement within the profession as to the o
cost advantage of PCT. Since many who responded . . . ...
hegatively to PCT did so because. they wanted to wait -and
see” the outcome of this dichotomy shouléd have a. profound
" effect upon PCT filings.

The other reasons for using PCT in the order of importance

are:
16.4% ' . Translations can_be-ﬂgiaygd for additional éight;.
~:by o -Months s EET - ‘ .'

16.4% .~-Applications can be effectively filed zn A .group of
foreign countries in a short “time frame” e

15.2% Use of a standardized and simplified appllcation

8.9% ~-Applications can .be withdrawn upon recelylng_the e
international search report. . .. .

2.5% - Other

The othe:qreaaonsnfqr;nqthusing”RCT:inhord%r;o£3;3590nsefasq;

12.4% . .-Not enough’countries of interest évailablg,

12,0% . - Satisfying PCT formal requirements not under ..
;applicant's control and increases risk of loss
of. rights. .. .. .
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0 10.8% PCT procedures too complicated

" 8,0% . EPC applications under PCT may .
' ©°7" require an additional search.
. 8.0%  Unsure what to do. o
5.6% only a few cases will be withdrawn after

‘‘receiving the international search raport. ®

USA retains various reservations under BCT T
" under PCT. e e

0.8% Other.

~Question five asked those who stated that they would use
PCT what number of PCT cases they expected to file in 1979
and what weuld be the minimum number of countries designated.
Of those'who responded, the average number of cases filed
would be 5.1 in 1979 and the minimum number of countries "'
would be 4.9, : PR

Expected or Actual PCT and EPC Filing Strategy

- Questions eight-and nine refer to actual or plahnéd*PCT'7~~
and EPC f£iling.

~19..6% of. those who responded'said-they had filed an':
applicatibn.through'PCT'whiie-§a4%;5éid'theyiwere'how7
preparing: PCT applications.  Of the 75% who had no PCT
experience, 22.9% said they plan to'file a PCT. :
application within one year while 62.4% said they have '
no plans to file any applications through PCT. When
analyzed by technoiogyuthe-results were as follows:

Have you filed via PCT? _ _
‘Blectrical Chemical -~ ' ‘‘Mechanical’
Yes ‘ 26.5% 22,5% ' 18%

_ 'il B ~105-
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Preparing

No ° 70.6% - .. ... 65.0% . .. --..... 763

It appearewphat-atwthé,present“timeﬁtheuglectricel
Industry is the most active in filing via PCT while a
signifioant‘ﬁumbe:,of_chem;oeligomganies are ready to try-
PCT. . There is no significant difference between the B

corporate and private sectors.

Those who hadn't used PCT, 1ndicated thelr intended use,
by technology as follows..,_‘f.~~ R :

w.gﬂh_;,Electrical,_‘}:ag;;-chemicalﬁ~}+ﬁ~;r.|Mechanicalc:
Yes .. .o 20.8%. el o33 3%.n T w0 0 s 3L
No 58.4% . 58.4% . . 60.5% ¢
Other 20.8% 8.3% : - 18.5%

This willinqness to try PCT by those in the Chemzcal Industry f
is reinforced by the answers to:question nineu: R L T aT

With regard to EPC, 33.9% responded that they have tried EPC,
9.06% were,now:pxeparingmspc”applications,_56;5% have not:used
" EPC. Of. the group who have not:used EPC, one.thirdistatedga
that they planned to use EPC withinma-year,;one7halﬁgsaid:?g-
they have no plans to use EPC and 16.7% responded with other
comments. . B . ' P e e

when analyzing the results as to: corporate. versus private
sector some significant differences arise.

8b. ~. Have.you used EPC? ... -
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. CPOTAL: 0 e corgoraterﬁ‘fs.a_3ag;1vatg;;;:z
Yes 33.9% _ 45.8% 25.4%
I 1 13- REBE S UCTEIUNEE y 131 SR E R RN [ 25 £ S

9b - Do you plan'to'use EPC?
<APOTAL ¢ oot ol COrpPOrate o ‘Private 7.

e g TR T
No 50.0%°: uriiin Sr4L.7% . oe cui S0 55.0%0,

It appears'that;theméorpdratE'sectoriplans.toiusé EPC.:;"
more than the private sector. There was-naﬂsignificaht
aifferences among the different ‘types of -industry relating
to EPC filings. ' ‘ o

EPC

Of those who responded that they would file EPC, when
asked in which technology, the ‘results were as follows: @

SR TOTAL .. % Corporate: Private -
C-Mechanical 33% 22.4% A3LT% L
8-Chemical. 31% 0.0 40.8% 21.6%
A-Blectrical 213" - 14.3%8 % 27.5%
E-All 8% 12.3%8 3.9%
D-Other:. .. 7% 10.28 . 3.9%

Although the mechanical industry was the most often :
selected technology to file in EPC, the individual totals
show a different picture., .While it- appears that those ‘in
the private sector plan to use EPC mostly in the
- mechanical. field, the corporate sector: plans toiuse -ERPC
mostly to file chemical cases. Also, the fact that 12.3%
of the corporate sector and 3.9% of the private sector
plan to use EPC to file all technologies shows a
corporate commitment to use EPC while the private sector
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plans;tq,begmore selective -with its EPC filings,

Question eleven asks "What is your filing plan with
respect to EPC?" The answers were as follows:

©28,3% . Will use on a:;pia;:basis for the time

EEa being SR T
21,6% .0 Will use as a normal filing route B
19.4% = Will decide after considering use by others
19.4%° - Will not use for the time being G
_.6.7% - -.Other SRR T T L
ug»4;5%..1:ﬁD6.not intend to use in the .future .. - -

When analyzed as to corporate vs. private the results-.
are as follows: ‘ '

SRR LR : - TOTAL ..~ Corporate "'  BRrivate .
b - use on.trial+ :.28.3% - 44.9%: .5 77'18,.8%
basis
a - use as"normél- 2),6% ool 2BG5% L 17.6%
filing route S RN L
¢ - wait and see 19.4% ¢ 10.2% 7 24.7% o
d - will not use 19.4% . 12,2% - 23B%
"~ EPC now - .- ' Lo o H
£ - other - . 6.7% 4,1% - Bo2% el
¢ = will not use in 4.5% 0.0% 7.1%

:It appears..from this data that the.corporate sector plans
to use EPC at least on-a trial basis while the: :
private;sector.{s basically taking a-walit. and see : ::
attitude. L TR SR R
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i When results were compared on an industry basis therek
~were no 51gnif1cant differences among the patterns of,
'answers. '

Wlth respect to reasons fot use or non-use of EPC
(questions twelve and thirteen), the most frequently

Fiven Answers related to costy. 21,58 6f “thoga T
'responded feel that "to save filing expenses" was the
main reason to file an EPC application.' The next most
quoted reason (19%) is “to s:mplify filxng procedures“
which is also cost related. : o

When asked why one #ould'net file ﬁﬁcg 19.9% responded
that an EPC application "may result inthigher costs when
a small number of ‘countries are designated”. The next

- most frequent answer given-was "wait and see® (12.9%)g

After comparing questions twelve and thirteen and six and
seven, it is apparent that the main reason for filing'any
combination 6f PCT and EPC over the national filing path

is for economic rather than legal reasons. '

The other reasons for using EPC in the order ‘of thelr
.importance are: R '

S 17.7% The use of English as an official language
13.9%. - To obviate the need for translating the
B specification in certain countries, e.g.
. Germany ‘ : ‘ o R
“13.6%:: . To delay the £iling ‘of transiations
5.6% ‘To make use of high quality search reports
3.5% Easier to obtain patents in certain

countries, e.g. the Netherlands, which have
high examination standards

.
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3.5% _nghts in reglstratlon countrles may be
R Edetermlned and stren:thened "

2.2%  To -anticipate future transfer to CPC
(Communlty Patent Convention)

The other reasons for not u51ng EPC 1n ordet of
1mportance are._

l;;S% Jf VMore opp051t10ns may be lodged then for

S 7 current natlonal applxcatlons e
ll.i%'.y “It may result in elther .no patents or patents
\ in all designated countr1es
10.1% - Criteria. of examlnatlon are not completely
. elear . DIP.
"'8;4%.;:.:Possible problems 1n natlonal courts s

7.3% It may involve complicated procedures .

5,28  Becomes difficult to obtain patents in

: .. ... .. registration countries
 _4,2§t_‘3.Unsure of what to do. : ‘ : R
‘tQQB%;; .”Exam1ners are 1nexper1enced xn handlzng EPC
o applications - L ‘

2.4% Not enough flexlbxlzty

1.7% . ”,Other S

1.4% it is requzred to subm1t translatlons of FEST

the priority documents

Now that we_havelgstablished_thétgeaﬁonsiﬁor_or against
an EPC filing,_question fourteen deals with situations
which would dictate f£iling of a national patent
application or a European patent application. The . .
answers in order of importance are: . '

32.5% .. .. EPC application in a case:when;the:e are many
designated countries.:. .. . .
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27.6%  National appllcatlon in a case where the ;_
.winventlon is commercially:important ;,. BEER

“14.38 7 EPC applzcatlon in a case“when patentabillty
, of the invention is hlgh
10.8% EPC applicat1on Ain a case where_the,invention

is commerc1a11y 1mportant

ability of the 1nventlon lS high
5.9% Both EPC and national appllcatlons in a case
,Kwhere_the_lnvent}pn_ie_;mportaqt”q e e

It 15 1nterest1ng to note that the anSWers to thls
questlon reinforce the economic theme whlch .runs oo
'throughout this survey._ In thxs case, as in. past - s
questlons, the flrst two .ansvers relate to economlcs.wiﬁy
filing an, EPC appllcation where many countries are :
de51gnated f111ng cost w111 be minimized. By filing:
national appllcatlons for commercially 1mportant cases.
one would increase the odds of at least obtaining some
_protection in Europe. Answers relating .to, the.legal . ..
'or patentablllty aspects only rated third and £ifth-in -
1mportance.

Trve

There“was_goee;gniﬁicent;difﬁerence between the .corporate

and private sectors in answering this question.

Question fifteen asks which language the .respondent will
use-for filing ?CT;and[or_EPC‘applications;_~The

overwhelming respense was, English.. . 97.1% ofi:those ...
responding said.they will use English for PCT
applications while 96.1% said.they would use English for
EPC applications, Those who said they would use either:
French or German were the large multi-national
coerporations with R&D staffs outside the United States,

=111
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Questlon s:xteen asks what is the natlonallty of
the respondent s Buropean patent attorney._ The answers in.
order of importance are. _ '

48.7% 'Unlted Kingdom_T
33.6% Germany _ o
" 11,8¢ Other Countries:ﬂh“
5.9% France" '

 When combining the responses to this Questioﬁ”ﬁith those
of question'fifteen, it appears that although almost 100
percent of U. S. ‘originated cases will be’ filed in _
English, ‘there is go1ng to be an approx1mately 2to 1
_sharxng of ‘the workload between the Br1tlsh and’ German g
Eagents. “Phis fact will probably put g great deal of - ?*
strain on the ‘German Patent Agents to become truly ,.,:4
bilingual for prosecutlng U. S. orlginated cases in 7
Engllsh. : ' - ' o R

Question seventeen’ deals with the minimum number of countries
the ‘responderts Would designate for-an EPC Filing.

Of the people who responded, 78.5% said that 4.8 woulo"be

the minimum number of countries to designate. The
ﬁremalning 2T 5% ‘said they had not set a’ definlte number;’
vet. ' '

Question ‘eighteen is 'a two part question which esks what -
are your actual plans for Eurcpean- flllngs and why. ' ‘The"
results-in order of importance are: o

44.7% .chose’ Natlonal Appllcatlons.- The reasons given -
were: w
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l9% 8imple: -procedure

18% Cost

.14.5% Skilled in the procedure

14% . - .- Stability of. granted.rlghts_;

11% Language- advantageous: . :

77.5% 7 Large number of. deszgnated countries’

5.5% . .. Advantageous for an urgent .application :
3%. Enough time allowance for request of examination
3% Enough time_allowanceuﬁorisubmitting&translatfons
3% Feésibility of early grant of. patent
1.5% Availability of search reports

30.2% chose European Applications.  The reasons given .. . .

were:
21.3% _.Cost o e
20.7% Language advantageous
;G.I%H_, Slmple procedure . . . . ‘
_13;2%;“, Large number of de51gnated countrles
. 6.9% VIStabllltY of .granted rlghts
5.7% = Skilled in the procedure_ “ :
5.2% _Advantageous for an urgent appllcatxon
4.0% Enough time allowance for submlttlng translatlons
2.9% Availability of search reports‘__ . _
2.33':' ”Enough tlme allowance for request for examlnatzon'
1.78 Avallablllty of early grant of patent . '

8.8% chose Natlonal Appllcatlon under PCT.: The reeseﬁs_.:3
given were: ' ' ' o

17.7% Cost
_ 5 17.7% Language advantageous
e 15.5% Simple procedures
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13.3% Large number of designated countries

1 13.3% Advantageous for an urgent:application
8.8% ‘Stability of granted rights
4.4% Skilled in the:procedures:
4.4% Enough time allowance: for: request for examlnatlon
2.2% Feasibility of early.grant:of’ patent:
2.2% Availability»of search report =

“Erlodgh ‘time dllowance for submitting translations

8. 8% ‘chiose -anvEPC ! appl;catlon under PCT.‘

The reasons given weére: i’
]

18.6% Cest

16.9% "~ i Language advantageous ¥

15.3% Simple procedures

11.9% Large number of designated countries

11.9% ‘advantageous for an urgent appllcatlon

6.8% Availability of search” report R

6.8% Enough time allowance for’ request for examlnatlon T
5.1% Enough time allowance for’ submlttlng translatlons :

5.1% Stability of granted rlghts %““*”““' .

1.7% Feasibility of early grant of patent

0% JSkzll 1n”the procedure oo

When comparlng the varlous responses to the reason for
%chooslng a spec1£1c flllng pattern,'1t 15 apparent 1n;u”
each case that cost 1s the primary reason. '

There was s:gnlflcant varlatlon 1n answers among the

various technologles and between corporate and the : _:ef:
private sectors. CEL

Summary
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In reviewing the results in totality, there appears to be a
reluctance to Use PCT as a normal filing route. It
appears that there is confusion or disagreement in the
profeSSLQn as to cost advantages 1n u51ng PCT.' No one

sector of 1ndustrj3"gtype of pract: 1oner sees a

Although many respondents had not filed a PCT case, there
L~appears to be some ‘indication that:more’ plan to try PCT -
in the future.

When asked the reasons for chooszng a spec1f1c f111ng
, ,route, in.all cases_economic reasons were given as
: opposeq;tp‘1aga;c;easgns;,;yhia,tands;;p?make_ope:._
conclude that‘those'filinngathsithat-prbVidé-théf*"”
greatest cost advantage will have the greatest usage
in the future. Peenn s
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TH’ NEW YORK PATENT L

LW ASSOCTATION, INC.-. .

Questlonnalre Concernlug Patent Applzcatlon .
" Filings Under the Patent Cooperation’ Treaty
And the European Patent Convention.. .

speclalty.

a., [ ] Electrical

.b. - [ '] Chemical

e. [ 1 Mechanical -
d. 'I ] Other(s)

_If you are.in: prlvate D“actlce, pleasa state your techn;cal

If vou are in corporate practlue, please state the type or
industry. in which you* corporatzon is. engaged - -

a. - [ 7 Electrical

b. [ 1 Chemical
2. [ 1 Mechanical
d. L[ ] Other(s)

Your filing pattern:

"a. Approximate number of Uni

abroad last year

ted States cases which you filed -

b. Average number of foreign countries per above case

Do you plan tol

use PCT for your foreign patent applications?

Gane"ally no, except for specmal cases. -

a. [ 1 Yes - in every instance.

b. [‘% Generally ves - in most instances.
c. [

d. [ .] In-no instance.

e. { ] Others:

If you checked 4a, 4b, or
PCT cases you expect to

What would bs the minimum
would designate in your

42, please indicatve the number of
file in 1979: .

aumber of countries which vou
2CT applications?
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7.

I you checked 4a. or bb., pleaae check the reasons for you* .
answer frcm the follow;ng list: L

use of & standard:zed and SlmpllfLEd appllcatxon

_a. 1]
b. 1 English language can be used dur;ng the. 1n1tzal
‘ 20 month period -
g T translations can bewdelayed for add;tlonal elght s e
months )
de L ljappllcatlons can be filed in a group of countries
with simple procedures ‘and comparatlvely lower costs
. e.. [ 1 applications can be withdrawn upon rece1v1ng the o
S - - - ipnterrational search report :
f. [ 1 applications can effectively be filed in & group’ of
o ' foreign countries in a short "time frame“ S
~ g. [ ] athers ( S L )

If you checked 4g oF kd., ulease check’ the reasons for youp
anSWer from the: follow;nw list: | .

cay € ]-cost ' ' ‘
“be- [ J only a few cases w;ll be wztbdrawn azter recéiving.
the international search report
.e. [ J EPC application under PCT may. require an addltlonal
: search .
d.. [ 1 USA retains various ‘pesepvations. under PCT so
_ap;l;cants may not obtain maxlmum henefzts under
- PC . . . . B :
e, "walt and see

“unisure what o do_. L '

not enough countries oz 1nt=rest ava;lable
"PCT procedures too complicated . |
_satlsfylng PCT formal requirements .not undar

0q

.

. .
P L L Lo T T

i.

. appllcant's cont*ol and lncreases risk of loss
. of rights . , B -
3. [ 3 others ( . i S ‘ ' )

PCT and EPC applications became effective on June 1, 1978.
Have you filed PCT and/or EPC applications (or are you
prepar;nc to f;le PCT and/or EPC applications)?

;a, PCT. . .. b.-ERC. . -
i [“1yes f""'f. i. E.] yes -
ii. '] now prepar ing’ - - ii. ([ ] now prepaﬂlng
iii. €1 no . iii. [ d1nmo

If you checkaed 8a.iii. or 8b.iii., are you ulannlng to flle
PCT or EPC applications w;th;n a year? y

a. PBCT . b.oERC

i. [ ] yes i. [ ] yes
ii. € 1 no ii. [ 3 no

iii. L[ ] other iii. [ ] other
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10. 1% you checked 8a.i op ii.; 8b.i. or ii., Saiisy or‘““ ,w
9b.i., for which technology? (Assume that all fields 7
_of technolcgy are be;ng exaz:ned ar the EPO ) .

’ ‘{7 Electrical

,'bo _f ] Chemical = .
e, L7 Mechanical o S S _
~.d.. [ ] Others ¢ . e )
'”ﬂ-f'E J/A1l technologies” R -

il. “What is -your plan whth respect to the- EPC’ ”(ASsﬁmé that all °
‘flelds of technology are bezng exam;ned at the EPO )

a. [77 will use as'a normal’ flllng route . ..
oo Pe [ J-will use on trial.basis for the time bexng
€. . { J will decide after considaring use by athers.
4. ["1'will not use for the time being - '~ . .
"e. [ ] do not intend to use in the future = -~
f.. [ J others ( .

122¢*What is your reason(s) ror f;llng ;PC anpl;catzons’ h

e

a.. L1 to’save flllng exuenses' s
boo L) to simplify: filing procedures, :
“e. L 1 to delay the fll-ng of “translations e
““d.  {"] to ‘obviats the need ror';ranslatxng the specxf;ca-‘,
tion in certain countries, e.g., Germany . ’
e. [ ') the use of English as the official’ language :
. [ 1 easier to obtaln patents in certain countrizs, e. g..A
CUhre i the Netherlanas, un;ch have”hlgh examxnatlon
o '_suandards :
‘g« L J rights 1n-reglstratzon coungrles may be
ot -determined and’ st engthened '
h. [ ] to anticipate future traasfer to CPC
e ~«m«(Communlty Paten® Convention) =
i. [ ] to make use of h-gh-qualmty search renorts .
j- 'EuJTO'he"s ( . . . Y
13. What is your reason(s) for not f;llng LPC'applieatibng? S
a.. [ 1diwe may'result in e;;her no patents or patents

in all the designated countries

B.. [ 1'it may involve complicated procedures -
“@ " [#] it may result in higher cosis when a small

' number of countries is-designated -
~d. [ ] more oppositions may be lodged ‘than ;oﬂ
s ourrent nationgl ap Dlxcat*ovsf

e. [ ] examiners ara *"=xoerlenced in handlﬂng ;PC

I ‘appllcatans . R, R
.0 cr;te*za of exa“‘nat_an are not uonmletely clea“
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"“g;I'CHJﬁbeccnes dlfrlcult to obta*n pauents 1n
R :f”regzstratlon countrles‘
R, [7) it is required to submit t“anslatlons of
o the priority documents :
i. [ 1 possible prcblems_zn natlonal courts 1:3'
cegaemnoi] - waitoand.--see . ; st
k. [ 1 unsure of what to do
1. [ 1 not enough flexibility. - L .
m. [ ] others o R T ; }‘

14. - Which would you. choose, EPC aopllcatlon or natmonal appll-
) catlon° And Whau is the basis for your cho;ca’_ : S

~a. [ -] EPC appllcatxon in a case where there are many
. designated ccuntrles
b. '['] EPC application . in a case. where the lnventlnn is
' .+ important. coﬁmerczally .
e+ .-E.7) narional appliecation in-a. case where the lnventlon
is important.-commercially. : :
d...L ] both EPC-and. national: aoplxcatzons in a case where
Ceel  necthen 1nventzon is dmportant:. '
-@..:[:]: EPC application in a case whera patentablllty of
5 _ #:»the invention dis high ’
o f. J.naulona‘ application” in'a case whera patentabll_ty
% : of the invention is high : S
L g2.. L 1 others ( . )
E 15. Which language would you use for filing PCT and/or EPC
: appl;cat;ons’
B a. PCT b. EPC
. -i...f ] English ~i. [ ] nglish EREaEtR
ii. " [ ] German ii.. [ ] German -
iii. [ ) Frenmch. ... ., .. .. iii. [ 1} French
iv. [ 1 other " iv. [ 1 Other _

6. Vould your Europesn patent attorney be & mational af
a. [ 1 Germany ... . . '
b. [ ,].Unitad K;ngdom

.. [ ] France- _'J '
d. [.1] Ot&ers { ' _ - : )

17. How many des;gnated countries wzll be tﬁe mlnlmum numbar '_‘j
for your E°C application? L ‘ s

it . a. [ 1 approxlmately ' countries’
) b. [ ] not definite ,
¢. [ ] others ( )
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18.. a. To obtain patents in [Europe, . whzch flllng route(s). will
. you employ?. {In’ answar;ng, assume That your .
United. States appl;catlon lS the f;rst-flled applxca—

R

tion.]"
1. [ 1 'National appl*catlon. Lo :
- 2. [ ] National application under PCT.:
3. [ 1 E?PC appllcatzon. B K
4.- [ 1 EPC appllcatlon under PCT.
..5. [ .] Other .

S Please check your reascn(s) for “your cholce(s)

u“l.J‘[ 1 Simple procedure. :
2. [ 7 Skilled in the Drocedure.~ ~
"3..-C 1 Cost. e
“w,o L] Language” advantageous. SRR
5.:[ ] Large number of designated countrles.
-'6,4”[=1<Advan*ageous for an urgent-application..:
~7+.°.0 7] Availability- of ‘searchireports.- s
o 8e L3 Enough: time allowance: for request for-examzna-am
Sl tion. (possible ‘o delay your-final decision).
C9. 3 Enough time allowance for submitting translations..
- 10. [ ] Feasibility ©of ‘early graht of patent.". :
B B R J“Stabxllty or granted ghts. HOTHES SR

QPTICNAL

NAME (pleaﬁe'print)”” o

o NAMETOF FIRM®
"OR CORPORATION

L TMAIL TO:

© Reuben Spencer, £sq. :

_ Western Electric Co., Ine. :
222 Breadway - Room 2704-A
New York, New York 10038 . .
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-~ - +EFFECTIVE UTILIZATION OF QUTSIDE AGENTS
cornt S UMMARY

<:Dased on the results of the survey by the questionnaire,
which is related to the actual'conditions and problems for
effective utilization of outside agents in a corporate patent
department in Japan, the standard pattern of utilization of
- outside agents was found out, and also the study of the way
how to utilize ‘the cutside ‘agent effectively was made by
Group No.l of Committee No.l.

As a result:of :study, several Importantiquestions and
opinion were raised. Namely, does the corporate patent depart-
ment make best effort to improve the relationship between

_the corporate patent department and the outside agent? Or
‘does the corporate patent department have no problem about
the present way to entrust the works to the outside agent?
“ Also, the improvement of relationship between them should
be done with thé same: standpoint-as the improvement of
relationship between seller and buyerﬂin'general commercial
transactions, ' (AL
' Therefore, this paper is closed with the following
conclusion: In point of effective utilization of outside agents
viewed from the company side, it is recommended to compare
the standard pattern of utilization of outside agents with
- the actual conditions of each compahy. And when recognizing
the difference from the standard pattern, the way to effective
utilization of outside agents will be opened for the corporate
patent department, .
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EFFECTIVE UTILIZATION OF OUTSIDE AGENTS
- On Results of Survey by Questionnaire -

- PIPA Japanese Group
Committee No.l .
Group No,l . ..
Chairman: H. Hasegawa

‘Speaker: K. Toyama

1. Introduction . . _

When one considers of efficiency of patent management
work, effective utilization of outside agents is one of the
important subjects that a corporate patent department can
not afford to overlook, It-is said that the qualification
and expected roles .of patent attorneys and further the
relationship between patent departments and outside agents
are greatly different between the U,S, and Japan.

Taking up the subject matter, we, Group MNo.l of Comnittee
No.l, PIPA Japanese Group, have made survey on actual
conditions of utilization of outside agents, namely patent
{attorney's) firms,/in_connectibn_wlth,patentﬁapplications
and litigations, and associated problems, We alse investigated
measures for creating more effective cooperation system
between patent departments and ocutside agents, To collect
data in this connection, we sent a questionnaire to the
members of PIPA Japanese Group in July of this year, the
contents and the results of which are attached as Annex 1.
and 2, The response of the questionnaire exceeded 20 % and
this high response rate indicates that the companies are '
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much interested in this subject.

On behaif of Group No.l, I would like to report here '
an outline of the resuits of investigation on this sthect '
in’ accardance with the responses to the questionnaire.
This subject is one of the serious problans to the ‘members
of PIPA Japanese Group, but at the same time I hope that
our report on this subject will prove helpful to the membersw;w

of PIPA U.S. Group for effective acquisition of rights to
obtain patent rights in Japan. ' '

2. Necassxty of an’ Agent in view of the Japanese Patent Law

The Japanese Patent Law, in prlnciple, permit a patent -

application to be made by the’ appllcant himself; that is,

an applicant for patent can take application procedures for = '~

himself, but it is also allowed for him to entrust another
person with such proCedﬁres. As exceptions, however, there
are follow1ng ‘three cases ia which an applicant for patent
is not allowed to take applicatlon procedures and the
procedures must be taken through an agent. '

The first case is that the Director-General of the
Patent Office or the trial examiner-in-chief considers that
the person who takes procedure is inadequate to take such
procedure. Article 13 of the Japanese Patent Law stipulates
that the Director-General of the Patent'ﬂffigé or the trial

' examiner-in-chief can force the applicant for patent to
‘have the procedure taken by an agent, or force him to appoint

a patent attorney as the agent if necessary.'--

" The second case is that an applicant for patent is a’
minor or an incompetent person. Article 7 of the Japanese -
Patent LawﬂstipulateS'that, except a special case, a minor
or an incompetent person should take pfocedure'thrbugh
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a legal representative,

The third case is that .an applicant for patent, no matter'

whether he is a Japanese or a foreigner, has nelther a domic1le
nor a re51dence in Japan. Article 8 of the 3apanese Patent _
Law stipulates that such applicant should ‘take procedure“ _
through an agent hav1ng a dOMlclle or a re51dence in Japan, h
namely a patent administrator. However, 1n Article l of the _:
Patent Law. Enforcement Ordinance and in Article 22 of the ".h
Patent Registration Ordinance, it is stipulated that in case ‘
a resident abroad who already has a patent administrator, -
is staying in Japan, or 1n case a re51dent ahroad who has .
already obtained patent right in Japan, 1ntends to register _:
a patent administrator, such non, re51dent is permitted to
‘take the necessary procedures hy himself. .
From the foreg01ng lt 15 understood that any applicant
for patent having a domicile or a residence 1n Japan is not
legally forced to. take application procedures through an .
agent except special cases, Actually, however, fairly 1arge ’“'

number of companies appoint agents for making patent applications,-

and a recent survey conducted'by the Japan Patent Association

shows that about. 54 % of annual patent applications filed

by companies are through outSLde agents.r_ : N
Now, I would like to report on the current status of ;

how out51de agents in Japan are utilized.

3. Current Situations on Patent Attorneys and the1r Flrms in Japan

{a) Scope of Work of Patent Attorney

The scope of work of a patent attorney as an outside agents '
is stipulated in Article b} of the Patent Attorney Law. That
is, a patent attorney can represent another person on the S
matters to be filed with the Patent Office with respect to f. .




ettt

[P

patent, utility model, design and trademark and on the matters
to be filed with the Ministry of International Trade and y
Industry with respect to opposition or adjudlcatlon. He can '
also give expert opinions or other services 1n connection o
with these matters. Moreover, as an exception in accordance ‘ _:fm

with Article 9.2 of the Patent Attorney Law, a patent attorney o

can act a a 1 wsuzt representative in connecti n with a '

3 "of patent utility mo
trademark' in addition, a patent attorney can perticipate,_.i

as an assistant of a lawyer, in other lawsuits, e. g. a patent
infringement 5uit. |

(b) License of Patent Attorney o - o
License of a patent attorney as an out51de agent is f

given to a person who has passed the Patent attorney testirmv'
accordlng to Artlcle 2 of the Patent Attorney Law. It is
also given to a person who has a license of lawyer or has

been engaged in the actual work of trial or examination as ”H‘”‘H

" Trial Examiner or Examiner for over seven years in the

Patent Office. In the patent attorney tvest, not only the
knowledge of industrial property right but also’ profeSSLonal
knowiedgs on the technical or law field in which the applicant _
specializes are examined. Therefore, patent attorneys having
the same license are different in their speciali21ng fields.‘

(c) Patent Attorney and Patent Firm o . ,
Any person. having the license of a patent attorney can

set up a patent firm as_an outside agent. Accord1ng to the_ j.
Directory of Patent Attorney published in 1978, about 2, 800 _
are registered as patent attorneys as of July, 1978, of whieh ff
about 84 % or about 2,300 attorneys, have their own patent . o
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firms as out51de ‘agents or belong ‘to such patent firms.

We, Group No.l have made a research about the scale of “such
patent firms, the results of which show that 86 % of such
patent Firms are run by only ‘one patent attorney and patent
firms which have five or more attorneys ‘take only l.# %.
Also included in such patent firms are the patent and Law
firms in which patent attorney and lawyer inta partnership _
with each other 50 as to be capable of handling lawsuits
and related matters, the percentage of such patent and law '
firms being 2.7 %.

Furthermore, if the regional distribution of patent
firms is viewed in terms of regional distribution of patent
attorneys, about 68 % are concentrated in Tokyo, while in
Osaka, which ranks in the second, oniy 13 %,

Thus, the majority of patent attorneys and their firms '
as outside agents in Japan are concentrated 1n Tokyo, and _
‘as to the scale of such firms most of them are actually

' composed of one to three patent attorneys. ”

4, Actual Function of the Cdrporate Patent Department in Japan '

In analyzing the results of the questionnaire, it is
. very 1mportant to grasp “the actual situations on how corporate'
patent departments are utilizing ‘the foregoing out51de agents.

Therefore, we asked questions on this point on top of the

main questions in the questionnaire.

As a result, through details are shown in the Annex 2, -
it has become clear that average number of employees in patent
department is about 42, the number of staff members in charge '
of specification preparation is about 19, the number of
in-house patent attorneys is about 3, and the years of
experience of specification preparing staff members is 8 years.’
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_.however, abdut 40 _to 50'% of ‘the total personnel are. engaged

e R e et o it i

When viewed'by7tﬁe}type of industry, tne:eleCtric'indnstry
has the largest total personnel and specification preparing
staff members, which are about 69 and 36 persons, respectively.

The total personnel and the number of specification preparing o

staff members are the least in the chemlcal industry, whlch
are about 24 and 9 persons, respectively. In any industry,

in the preparation of- speclfication and “they have ‘long
experience in this type of ‘work, the year of which is about
8 years. But the number of “in-house patent attorneys is only
about 3. ‘From this, you may consider that ‘the’ corporate '
patent department in Japan is not a group of patent attorneys,'ﬁ”
but a group including many spec1flcation preparlng staff o

member's having long" experience.’

We have also asked questions as to what jobs are given R

to such smail proportlon of people hav1ng patent attorney s A

license and how they are treated in the patent’ department.

" As a result, we learnéd that the proportion of the cc:.umpanies"::"E

in which patent attorneys are glven jobs different from _
those of other staff members {s about 15 % and that of the
companies in which'patent'attorneys are treated favorably
is about 22'%, and both pereentages are low. Thus, Japanese
companies show the tendency that in-house patent attorneys
are not treated in a special manner.

S. Actual Conditlons of Utilization of Outside Agents in Japan
The actual conditions of outside agerits and'that'of'tnev" o
corporate patent department'which}utiiiie outside agents,
have been reported above hased on the results 6f'sufvéy '
conducted by our’ Group No.l. Now, under such actual conditions, B

. how does the patent department utilize outside agents°- or
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why is it canpelled to utilize out31de agents7 On. this,
study 15 made below w1th respect to the results of the
queatloﬂﬂalrﬁg

(a) Ratlo of Placing an 0ut51de Order

Flrst, let‘s look at the actual conditions on the patent »
departments entrust the works to outslde aqents, An accordance . .
with responses to the questions 2.1 to 2.5 and 3 of the ... .~
questlonnalre. About 98 % of the companies which answered - . .

the questionnaire utilize outs;de .agents; that 15, only -one.

out of the total companies that .-responded. to the quest;onnaire,zw

does not utilize an out51de agent in connection with domestic

patent-related matters. But even -this, .company answered that . . .
in connection with foreign patent-related matters, it utilizes. ..

-an out51de agent. In contrast, two. companies answered that in
connection w1th forelgn patent-related matters, they do not..

utillze an outsiﬂe agent But these two companies, of course,__,n

utillze outside .agents in connection with domestic patent-

related matters. Consequently, you may, consider that, all the

companies utillze outside agents An one way or-another. .. . ..

Next, as to what type of works, patent departments entrust

to outsxde agent, we asked separate questions with respect to .

the patent firms where patent attorneys mainly work and the . .
law firms where lawyers mainly_wprggﬁthe,resuits‘show;that‘in,

the case of entrusting works to patent firms, the largest
number of the companies, as much as 91 %, request the works
to be done from ‘the preparation of speciflcation to the
aequisition of rights, and the request whlch Jranks in the

Isecond is an expert opinion, 67 %. On the other hand, as to :_;,si

the contents of. request for law firms, 1nfringement court
trial and other lawsu1t-related matters ranks 1n the first
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_unexpectedly -show'that there’ are works which are not entrusted:

85 %, and the next is:an-expeit opinion;: 4% %. From these:

results it:is concluded. to be a' general pattern: that. the contents:
of request for:patent firms are the works to be’done from
application procedures to the.acquisition.of rights, while: . : .
lawsuits are entrusted. to law;firms,rand‘asﬂt0¥expertlopinioné,"“'
both.firms are used: case:by case. Results of: the questionnaire.. '

to outside agents.:Namely, with:respect to patent:licensing-.=::
and patent search:works; the:rate:of utilization of. outside -
agents is very. lowj. in-the mechanical:industry, noné of the:-
companies utilize outside agents: for: patent searches. Also. .~
from this result, it is’presumed:that each company has some:
principles as to the: contents: of. work: to:be“entrusted?toioutside*f*
agents, namely' a standard. as to what type of works' will: bring
about:merits when entrusted outside, = ERRERESS el

On the other hand;: the:average: Aumber  of outside agents .o

which one.company. utilizes is 7.8 patent. firms and:1.7: law firms.5
Looking: at’ the scale of: outside: agents used;. small-scale - :

- patent-firms: where there is:only one patent attorney is the - -

largest’ in ‘number; while as to law firms: where lawyers mainly - °
work, 33 out-of: &4 companies: which:answered "YES™ to the':i. .o L.
actual utilization of'law: firms utilize those where twoito '

four lawyers are present,.and some companies utilize both

~ law firms where there is only one lawyer and where five or

more lawyers are present. If this result is correlated with ™ -~
the previous' result of ‘questionnaire: conderning: thé contents -

of request; it is considered-to:be a standard pattern-of-each®
company that the company: utilizes patent firms where there:is =
one patent attorney for works' from application procedires to

the acquisition of rights,;and for lawsuit it utllizes Law

firms where ‘there are two' to four: Lawyers, - o

131~




By the way, to what. extent does:the corporate patent == . -

department utilize.outside agents? In this regard, :if this

question is considered in terms of: the ratio' of outside orders -

with respect to the . work.of: patent.application procedures, '
very large:difference can be seen -according to.the type of

industry,-In the electric industiy, ‘the pércentage of 'companiesg~ = "

which-rely on outside agents for more than:half the number

of cases-is as much as 63.2 % and in the mechanical industry, -

62.5 % companies:show a ratio of outside orders -of-3f/& or .-
more. On.the:other hand, in:the chemical industry; 67.7-% -

companies show a ratio. of outside orders as: small as 1/4. or . i:-..

less. Surprisingly; moreover, of- such 67.7.% companies.in ..: -
the chemical: industry,. as many as. 77.8: %:show:a.ratio of -
outside orders:of below.10:%.  Thus, in the: chemical industry,

the ratio of outside orders is very low, while in electricand:

mechanical industries such ratio-becomes: higher. However,’
note. that even in the chemical:industry showing::such a-low
ratio, the ratio of outside orders concerning machine-related -

applicationsfis high, and.all the companies show higher ratios -
of outside orders with respeet to machine and electric-related - .-
applications. This indicates that machine and ‘electric-related .-

applicatians,allow;easigr utilization of" outside agents. .. °

(b} Purpose of Utilization of Outside Agents . . ‘
As it is. apparent from the. results-of the questionnaire.-..

so far reported, all the.companies which responded to the-

questionnaire utilize.outside agents in one way or another. : .

Then, why and for what. purpose- do. these.companies utilize
.outside agents? To this guestlion in:the questionnaire, :about . .

67 % stated the following two reasons. Firstly, " company: ... ..
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has a principle to entrust outside”aoentsﬂnith Whateuer'noerIS:
they can handle". Secondly, "to deal with works overflowing ”:ﬁii”
the capacity of the company“. That the ‘patent department o i;_“”
utilizes-outside agents ‘for- the above reasons, ‘aside from
whether it is the primary object or not, ‘seems to indicate

- its poiicy that at Ieast in the existing ciroumstances, N

to outside agents in dealing with overflowing-works..,. Y

Now let's make another analysis- most of ‘the members ‘of the PIPAJH'

Japanese Group ‘have a patent department, though the scale is
.different, and have “the ability of dealing with patent managementgi
works ‘within' the- company. Nevertheless the results of the ™"
questionnaire show that ‘all’ the'companies utilize outside agents:w”
though the degrée of utilization is different.’ Judging ‘ffoni'“thié.l”""’
51tuation, it is understood that the patent department intends S
to offset, ‘with the aid of cutside agents, the feduction of
handling capacity in the’ area of patent application caused by
the diversification’ of patent management work within the company.‘rt
 The' third reason for utilizing outside agents ‘was as o

foliows Mitel utilize highly professionai techniques and
knowledges ‘in’ lawsuits, expert opinion, ‘etc, of outside agents“-'ﬁniﬁm
45 % of all‘the" companies utilize outside agent for this purpose."’
Especially ‘the company in ‘the chemical industry attaches a higher o
importance to this purpose than the foregoing reason, "opo) deal '

) with the works overflowing the capacity". Furthermore, the _
fourth reason throughout® the companies in all industries was as
follows: "since the ‘technical level of outSide'aoents'is'high,”',
specifications of a high quality are prepared with only a btiéf""'
explanation™, In-the' chemical industry, however, this reason
ranks in the third, following the prev1ous ‘reason of highly
professional techniques®, This can be attributed the peculiarity
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of this industry. On the other hand, the answer, " entrusting
outside agents with a joint .application with other company",.¢
which ranks in the fifth, also ahows, another .aspect of.

utilization of outside agents. In. the case, of Joint application,;l,

outside agents are often utilized for taking partial charge of. ..
application expenses or for taking partial charge of responsibility
for the acouisition of rights. In terms of percentage, this. .
tendency is about 40 % But in the eiectric .industry,. only 22 %
strongly feel its importance.

From the foregoing, the primary object of utiliZing outside
agents can be assumed as follows. First, the principle of the ST

patent department is considered, and.. then the works. overflowing
the capacity are entrusted to outside -agents, and at the same :
time profﬂssional techniques of outside agents are utilized .
effectively. o . e o
With respect to the reason’ of " dealing with the works W

overflowing the capacity", the, cause of. overflow was questionedqﬁ_f

As a result, many. companies referred o " the diversification,
of patent management functions” as.a first cause, and : " it is
impossible for _patent department to handle:all the: application..

procedures within the fixed time—iimit“ as.a second. Causes. ...l

Partioularly with respect. to the. diversification of. patent .

_Mmanagement. functions,ﬂahout,ﬁ?wﬁgcompenies 9919t3§~1? ogt,ashﬁiwwtﬂéf
.one of the causes, s e R e
Thus, it is presuned that in each .company.. the diversificatlon _

of patentvmanagement functions causes a sharp. increase in.the -« ...
volume of, work in the_patent,department,Tresulting_inithe
overflowing work. . o B LT . P
The result of the, questlonnaire also show that, Ffor foreign
appiications, almost all of the PIPA Japanese Croup.Members

utilize outside agents. Also from this, we can see the companies! .
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attitude that.they try to. rely--on: outside agents for - professional
. Knowledges- necessary for: foreign applications. R

' {c) How-to@Entrusf;Works;toﬁOutside Agents‘ CLTmen
.To investigate.in what.manner the: companies: utilize outside -

agents,--we asked. questions.focusing on:application procedures, " -
__As a result,.25.9.% answered.that-they-would~entrast-outside:

agents with.less.important. applications,- and:40.7 % answered '~
that they would entrust.outside agents with.applications - = :
belonging to-technical fields in which they have less skills, =
And of the:latter.companies, 86 % are the chemical’ industry, "« '
This indicates¢that-theuchémical.industnyCis technically less’ =
skilled in machineﬁrelétedkmatters. This:has:a close relation -

te the results: of. questionnaire: in connection with:the ratio ~# " -
- of outside orders. Namely; in:spite of the lowest quantity of ~° '~
outside orders, :the chemical industry.showed:a high patio of:~
utilization of -outside agents in-connection withsmadhinésrelated
applications. There is: such-peculiarity of*each'fieid“butias"*f i

‘to entrust outside .agents with:less:important-applications.,

:As:to the manner in which-outside agents ‘are selected,™
question.was 'also-made focusing-on the application procedures, ' -
According :to the.results .of the-questionnalre;, most companies ~*
select patent firms depending on their specializing field of - "
a patent attorney. And more than three-quarters of the companies
replied:that, whén~entrust1ng'a work- to .an. outside agent, they _
specifically appolint -the patent attorney who should- take charge e
of the work, .or the patent attorney is always fixed. :

A further suryey was made-as to thé communication between
the patent departments and: outside agénts. The-results show ~ " =
that in the electric .and. chemical industries; ‘when entiusting

a whole. it 1s general tendency:‘that the patent department: tnies i e



outside agents with application:procedures, the largest - =

proportion of companies give a draft specification prepared " =~

by the inventor(s) to the outside agents, but in the mechanical
industry, many companies prepare ‘only mirimum required documents

such as drawings,:data and research reports. Then, how does ‘the

. patent department -deliver such draft-specifications or: documents’

te an outside. agent when. entrusting application procedures?
In more..than: 75 % companies.a person:in.a patent department

interviews the outside.agent directly:and.tells: the agent what - -~

is entrusted. About 20 % companies utilize:indirect means i -
including mail. This tendency is cominon.to'all the'industries.
With respéct'tp actual method of::such:a‘direct’ interview with
an outside agent, .in most cases in: the-chemical’industry a’ *

person in.a patent department goes’ to:the office of the'agent, - &
while in contrast, many.companies in the electric. indoastry .25 o=
call an.outside agent. to their offices. This:tendency is related
to the.number:of. cases.entrusted ‘to-an.outside :agent;ithat-is, .  *=

in the.case of -the electric industry:having:a relatively high" :

ratio. of .outside.orders, :it is possible:to-call an‘outside agent’ -

to their offices. However, in the case of the*chemiéaiﬁinduStry
having only-a-low ratio :of outside orders, a person:in‘a patent
. department.is.compelled :to. go-to the cutside agent.:This:seems

-to-reflect.the-balance-of :power -between companies iand-outside. -7 -

agents, -

When entrusting outside agents with application procedures,
how does .the. patent department give instruction in connection = !

with the claim(s).which,directry.affects the acquisition of
rights?; .and: how -about the designation of time-limit? These are

interesting matter, but according to the questionnaire of this - -

time, most”ccmpanies'preparetaﬁdraft or-finalclaims: for - -
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__that_they designate: the_time-1imit.according. to. the degree of -

theméelves,“and“the'peréentage'of companies which entrust such
work to ocutside agents is only below 13 %, This seems to indicate
the intention of the companies that they ‘wish to reflect their
will in the claims. - :
‘As to the time-limit of deliVery;'the-companies-are
relafive1y7tolerant;'and about half of the companies replied

urgency, but there are no definite principles. They state
that designated time-limit are fairly well observed; and most
of them state that even when such time.limits are not exactly
observed, - they only urge-outside’ agents to execute the entrusted '
works as soon. as possible,

When the -answers to the questionna1re are summarized as to
the method of outside orders; one standard pattern comes’ into’

" vision though there exists some difference according to the type

of industry. That -is, generally less important applications
and, in the chemlcal industry, ‘applications of technically
weak areas, are entrustéd to outside agents and in this case,

a person in a patent department directly interviews the outside

agent taking with him minimum required’ documeits or draft
specifications and claim(s). And even if the time-limit is not
exactly observed, hé only urges the outside agent’ and makes no ~
further complaints. This is considered to be a standard pattefn'
of how to entrust works from the patent department” to outszde

" agents.

(d) Problems in Utilization _
In the above paragraphs, to take an objective view of the '~

. actual’conditions of utilization of outside agents, reference’

has been made to the ratio of outside orders; the purposé of’

utilization and the method of outside orders in accordance with
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the results of‘the-duestionnaire. But,.are. the companies y
satisfied with such present situation?;. or. are they resigned. .
to the present situation because its improvement . is-impossible:
no matter how much they make efforts? To investigate this. .
point, we asked another. question.to know how they. think about.it.
First we asked what items should be.subject to.evaluation:. .
for the administration of outside orders, tonyhichkresponeee,‘
were as follows: Firstly,. the quality sf the specifieatipn
prepared by an outside agents; secondly, the professional .
ability of. an oeteide agent; and thirdly, ;the time required...
The chemical industry attaches abqut.thej;ame_impontance.to -

both the quality of specification and the professional ability....

Sinee_qpplicqt;pn,procedures_in_Japénua;e made . primarily. on

a prior. application basis, time. required.was expected to have ..

the highest priority, but.it ranks in the third. This may be- .; -

because of comparatively. few troubles between companies and. ...
outside agents, or. may be because the entrusted:works are not
so important. But we are not sure whether this is_theﬁtrge_u.

reason; or not.

Electric. and mechanical industrles feel the necessity of e

_technical educatlons‘fot_the_imprgvement:Qf”prpfes§;oqal. e
ability, especially. technical ability, of outside agents. ..

__And as_to.the actual method for education of .outside agents, .. . .-

their proposal was " observation-study in. factory”, ! invitation
to exhibitions" and " distribution of company's printings™,

On the other hand, the chemical industry does not feel the
necessity of such educations._This may be because of the low

ratio, of outs;de orders..

Next question was, made -Om, the relationshlp between companies .

and out§§d§$§gents,;Inyestigatingwthlszpoint;nill_lead;to;an ‘

effective utilization of outside agents. According to the results.
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of the questionnaire; there are: many companies-in the mechanical -
industry which complain that-their requirements: are not accepted
" by outside agents on the grounds that, for example, the outside
agents have their hands full or are not technically confident. :
This seems:to support-the.tendency that-in'the mechanical:
industry which has a relatively high:dependency upon outside

is biased toward-the former. .(n the .other hand, not:a few:-

companies have received requests from-.outside :agents.to- the
effect that the outside agents want to get more works. This
will be indicative 'of.the presence of difference in quality: -
among outside agents. That:is, companies try to. entrust.works
to superior :outside agents, .who :sometimes reject: the request;f““
while works.are not:entrusted to 1ncompetent outside agents. -

" This is considered inevitable, R

Thus,\the majorlty of .campanies;  though there are some

problems, -are fairly well satisfied w1th ‘outside agents, there
being only two companies which answered.in-the negative.

naﬁeiy, factors which lmpedefan:effectiﬂe:utilizatidh=of~0ut$idé
agents, lie in both ‘companies and outside ‘agents. Ll
The following ‘are-the factors present on the side:of .~
companies as clients:
s:{1y-Lack of positive attitude toward effective utllization
- ‘of-outside agents, & o v.ouinh
(ii} Absence of‘selection'of:outside'agents”frOm the ‘stands -
point of their effective utilization,
{iii) Inseparably hound with particular outside agents by a
wsense’ of duty,-and.the connections cannot ‘be terminated.
(iv): They do not request outside agents to-make improvement, -
On ‘the other hand, ‘the following ‘are. the factors ﬁresent--:w'
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.. technical .ability with respect to the technicalufield”within

on the side of outside agents pointed out. from the company.side:
;- {1} Lack of technical understanding. -
(ii)fLack.of advice and comment as an expert.
{iii} Too much expenses required, .
{iv) Qutside agents do not give sericus considerations to
the preparation of claims, etc.
{v) With only minimun required documents,: outside agents
do not accept entrusting requesté of the companj.

(vi) Good specificaticns cannot be prepared.
{vii) Too much time consumed. :
WYhen viewed by industry, the electric industry points out
" oputside agents do not give serious conslderations to the
‘preparation of claims, ete.", the chemical industry points out
" lack of technical understanding™ and the mechanical industry
" too much expenses required"”. L A
On the other hand, companies which do not want to utilize
outside agents state the following.reasénszntl
(1) Insufficient communication.
{i1) Higher potential power within company.
(1ii) Sufficient staff within company, ... S .
Actually, however, all the companies utilize.cutside agents,
and in this -area_we -feel difference between the 1dea1 and the
actual. S TR S PR
Then, what status does the effective utlllzation of outside
agents indicate? As on way of thinking to answer this question,
an image of an outside agent expected by companies can: be .
pictured. o Lo L REEES P
Firstly, companies expect outside agents to have. an ahility
equal, to or even higher than that of thelr own patent department.
Therefore, the outside agent is required to have professional
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the scope 6f_bu51néss of the company dqncerﬁéd,”or_withf:espect "
to its related field. Furthermore, it goes without:saying‘that
- outside. agénts are required to be specialists having long ~ *
experience in the iﬁterprefation of law and expert opinions
and having-a procedure handling ability. ' :

- ‘Secondly, companies expect that outside agents: w1ll execute

_their abilities.fully. The request.that.a:good:specifieation i ol i wimiio

is preparedrin'aishorfer-time with minimized data, does nat’
seem unreasonable, though it should be- considered in reélation
to cost. : 5, . ‘ ' '
Thirdly, companies expect that ‘outside agents 'will cooperate’
with the patent department in a more positive manner. That is,
not only prepéfing documents, but also-’'giving-advicés and:: -
comments as experts, listening to: the demands’ of companies and
preparing claims jointly, in:other words, client-oriented
efforts, are requested-by.companies. - ‘ o .

On: the other hand, the reiationabetweenfcompénies and’
outside agents: in Japan is not always.such that both.paities = '
are completely satisfled w1th each-other. But it is not that -

~ both are much dissatlsfied with each other;, though there may

be some-problems.-Japan is the world's top patent application °
nation. Nevertheless, the results of the questionnaire that’

both ﬁart1e$;are in such a good relation; :is rather: surprising.
1t may be partly because companies entrust outside agents with
less -important: inventions, and problems do not devélop into 7"
a serious-Stége.'Also;in the “selection of outside agents,
companies in many . cases do not set strict condition. It should:
‘be notgd'that in the Japanesque'mentaf'environments both

parties tend to talerate each otheriwith~respect-td-triVials;*r'*'
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6. Way:-to Effective Utilization- . ... . i, i
.So-far. .as -the results of the: questionnaire are concerned, :

the members of . .the PIPA-Japanese Croup consider the utilization: .-
of outside ‘agents-as.an-auxiliary utilization for :the respective. -
patent departments without wholly relying on-them-for the
business of the.patent .deparitments, -though they feel that there
are problems to be. solved in connection with outside agents.
Therefore, even:if the companies-have-complaints or
dissatisfactions against outside :agents, it i1s:unlikely that.
such complaint or dissatisfactions will directly affect the: . -
work - of their patent- departments, This seems to_be the reason
why the companies. are -fairly-well satisfied with the present
conditions with respect:to-the iutilization-of: outside agentsi.: .
However, -it is: apparent from. the results of .the. . '
questionnaire that even in-the existing:circumstances.the-
cooperation system between the patent.departments: and outside . :
agents can never. be completely-satisfactory.:When:wédconsider
‘the present. business. handling abilities of the patent department: ..
along with the actual scale,:ability and.regiondl-distribution : :
of outside agents, we suspect,..though there may beia Limit,:
that the company side-lacks an attitude strict enough .to make:
the utmost -efforts for-the.improvement.of -cooperation -systema:: ...
.- In.this age of technological renovations; the:search:of.. ...
patent:information.and. the: patent licensing: work-for technological
exchange will be .sure to develope-into more. and more important-- -
works for the .corporate patent department. In.such circumstances, .
every one concerned should reconsider -the.works -which the:.. .
patent department.should execute? For example, we cannot help:-
having.doubts.about the;present.situation-inﬂwhich only less: i
importanf applications and applications belonging te technically
weak field are entrusted to outside agents. Also with respect to
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search and licensing businesses, 1t seems’ necessary to* further
improve ‘the cooperation with- outside agents. - R L
. Asto’ methods of entrusting’ works to out51de agents;” the
ccmbanies-havewtheir~respective~charagterist;cs. The balance ™
_of poWer between companies and the cutside agents which largely "
depends’ ori”'the volume of cutside orders and cost, is'the =~
..greatest- factor for-the-best method:~So-it-is impossible to™
conclude ‘here which ‘method i's “thé best. But in regard to the
effective utilization of outside agents;’ the relation“betweeﬁ';*“

companies ‘anid outside ‘agénts is just the same as general =

commercial ‘transactions, namely-sellér and buyer. Therefore; "

it is'a matter of course that works-are concentratéd on those

outside agents who undertake high quality, less expensive works,

On the other hand, even 'if an entrusting request is rejected,

it is because the company concerned does not offer a higher

charge, and this is considered to be a lack of effort on the

cbmpany side for the utilization of outside agents. When

viewed from the side of outside agents, if an outside agent

cannot receive sufficient volume_ of orders, he.should suspect. .. ...

that his work may be defective in some point, and should make
efforts to remedy such defects. . - o

In regard td the'effective utilization of outside agents

viewed from the company side, it is recommended to study the

contents so far reported and to compare the standard pattern

of utilization of outside agents with the actual conditions

of your'company..This is not to suggest that each company

should conform to the standard pattern, but we suggest that

each company should first recognize the difference from the

standard pattern, Of course, doubts and solutions, which '

follow, ought to be peculiar to each company. We hope that

through the resuits of the duestionnaire conducted this time,
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vou will -become aware of. the actual conditions of outside agent -

utilization by other companies in the same.indust:y,and also -
the actual .conditions of outside agent utilization in.other
industries,. and that the way to effective utilization of outside
agents will be opened for the member companies. Also for the
members of. the PIPA U.S. Group,. we expect that some knowledge
on fhe current situations on patent Tirms in Japan.will be . -
helpful for the selection of agents in filing Japanese patent .
applications in .the future.. .. . i Lo cheoo :

At the end of this report, we would.like to express our .
thanks to the members of the PIPA Japanese Group for their
answers, exceeding .90 %, to -the guestionnaire in.such a short
period.

e .thank you for your kind attention. .
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: CANMEX 17
P I P A

.-Questionnaire concerning. the Actual.. ... e

... Conditions.of: Qutside. Agent Utilization

Please enclose applicable symbol
~with a.cirele.or enter necessary -
matters in applicable place.

" Regarding question with the proviso -
“"plural answers allowed", please
enclose applicable items with
a circle, S

“July, 1979

- Japanese Group
o . of '
~ Pacific Industrial Property Association
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I. On General Hatters

1-1 To which industry does your company mainly belong?
a Electricity
b Chemistry
¢ Machine
1-2 How much is the total patent and utility model application
number of your company?' Answer ‘left column if your 'company
relates to electricity or ‘machine, 'and-answer. right column
if related to chemistry,

(Elec. & Mach.) “{Chemistry)

a 1001 cases or more a 301 cases or more
b 401 - 1000 cases b 151 - 300 cases

c 101 - 400 cases ¢ 51 - 150 cases

'd 100 cases or less.. . . .d; 50 cases or less. .

1-3 how many staff does your patent department have°
a Staff of patent dept. . .} person(s)
b Staff in charge: of spec._
c Mumber of Patent Attorney. (... ).person{s)
1-4 What is the average year(s} of experience of spec.

reparat10n._(~ _{) person(s)

preparation staff?
( ) year(s)
1-5 If a staff obtains patent attorney's license, is he

treated more favorably in position, pay, etc.?
a YES
b NO -
1+6 Are patent attorneys engaged in different work from
other staffs? '
a YES
b NO
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2. On Utilization of Domestic Patent Firms
Z-l‘Dues_youf company utilize a domestic patent firm? -
Domestic patent-related matters ~~ a - YES' ‘b NO-T
Foreign patent-related matters © 0 a - YEST T bTUNGT
2-2 What does your company entrust to outside ‘agent?

Enclose applicable place with a circle for patent and
e Law” firms sep ately. . S

patent firm “"Iaw?firm
1. Only spec, preparation R SR

2. From spec. preparation ‘to =%
- acquisition of rights

3. Maintenance ‘and administ-
ration of rights

4, Licensing - 70
5. Search ) _

BHs Expert opinion

7. Lawsuit . _ Lo L -
2-=3 How many outside patent firm(s} does your company

- utilize constantly° ‘Answer ‘for applicable number of e
”patent attorney(S).r T

Tmber of patent | 1 Ta-an | 5.9 ?;“”**“
attorney 1 2 -4 5-9 10

Mumber of utilizing
firm 7 -

2-4 How many law firm(s) does your company utilize oonstantly

for patent sult and related matters° Answer for appllcable
. number of lawyer(s)- L 4” _ _b_;ﬁﬁﬂaﬂ.a‘: .
Number of lawyer . [ .1 j2-48 | -5-

"Number of utilizing T
firm . 1
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2-5 In what case does your_company_qtilize,law-finn?
' Appeal -trial '

Application-related court trial

Infringement-related court trial

Expert opinion : . o

Others { e BB SEPT : ,

2~6 If YES in the above 2-1, why7 Choose flve items at most,.
enclose them with a circle and enter numerals 1 te 5 in

[ = TR o TR = S <]

brackets in order of 1mportance.

a Entrust the works overflow1ng the capacity of the company
R

b " Good quality spec. Can'be obtained for inexppnsiye fee,

_ )
¢ Technical level is high enough to prepare high quality
. spec. with minimized explanation. ¢ )
d Spec. is edsy to understand, having a good reputatlon
“in the Patent Office. ()
e nghly professional technxque (1awsu1t, expert opinion,
etc.) L B ‘ .
f From connections to prevent patent attorney from working
in favor of rival. { )
g Because of connection® through the top management of
company * ( )
'h Influential in the Patent Office S O )
1 Ensure personal relationship with. business world, the
Patent Office, court, etc. FE S ) _
i Young, has vitality and is promis;ng. o "“'{ )
'k The patent firm relles entlrely on our company, so if
relation is discontinued, the firm will have no work.( =)~
1 For joint application with other company -~ ()
m Entrust consecutively from domestic application because
the possibility of foreign application is large. { )
n To check ability of outside patent attorney { )
o. Think much of the principle of the company and entrust
~works capable of being handled by patent firm, { )
B

Others ( . . ) ( )
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2-7 In case "a™ was enclosed with a circle in the above 2-6,
~what 15 the cause of overflow? Choose three items. of. higher

1 to 3 in brackets in order of importance. e e
a Reduced number of Ppatent staff . w0
b Diversification of patent. administration functions( ) _

importance, enclose, them with a circle and enter numerals.. ..

g~ Expansion of “techildal scéope and quality 1mprovement
along with new product development e ool )

d Planned increase in invention and device applications
( Increase in application volume is more than increase.

of personnel.) ( )
e Increase in working volume due to simple applicatidhﬁ
_— : R §
f Use as accumulator because increase of personnel can not
be expected. b .( -
g With company's staff alone, it is impossible to cover
all applications in point of term, - BERE L
h Others ( - B Y

2-8 If NO in the above 2-1,_or ir patent firm 15 scarcely
utilized, choose five reasons from items’ shown below,_ -
-enclose them with a circle and enter numerals 1, to 5 -
in brackets in order of 1mportance.t_;',; u:.:__,j.n
a Technically, internal potential-is.higher.. .. .-.( .. )

b Keeping secrets strictly is needed. - - 7 (L)
¢ Have sufficlent staff, without need to place order :
outside. o T B

d Inventions are selected carefully, so. applications

S
Outside:Order is difflcu1t~fo'take”communicat;oﬁl"(
Outside order takes too much time. f"'__f. (

Outside order costs higher.

TGO oo

. TR
Internal works can avoid expenditure to outside. {
Uutside order lacks versatillty. HEE &
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i Once an order is placed out51de, lt becomes difficult
cut ‘connéctions, .(

kDo ‘not know a good patent frpm, e Ty

2-9 Do you-éntrust work to danestlc patent firm for foreign W

patent application? ™

a VYES (including the case where entrusted cases are not
all cases of. foreign applications) s

b NO(l) (directly. to overseas agent}
¢ HO{2) (no foreign application) -

-2-10 IfF VES in the above 2«9, do yowqdesignate forelgn patent

f1rm°
a YES
b MO
¢ ‘Case by case "
2-ll If YES in the above 2-9, why°

a With respect to foreign applications, the entrusted
~domestic agent has a great store of knowledge and o
- gives us. various advices.

b Japanese-English’ and’ English-Japanese translations ate.; s

troublesome, but the:entrusted- domestxc agent. kindly
accepts the work. . :

c If agent is domestlc, pral explanations are sufficient,

so communication is easy to' take.

d. Because domestic applications have also been entrusted
to the same agent, ‘ e Foleimn v T

e "Have.no experience of. direct forexgn appllcatlon. weend
f. Others ( yo

2-12 In case your company directly utilizes overseas agent,
what is the main reason?

a. If domestic agent-is omitted, :so much saving-in cost-
“can be’ ‘obtained, ; .

b Do not feel JBPanese-English and English-Japanese o
translations troublesome, -

c. Direct -contact with overseas'agent allows clese and e
. speedy communications. (7w s e o
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d- Have confidence in direct contact with overseas: agent,*:“
e Others” ( B CERTEE R S IEREES :

3. Distribution between Internal and Outside ‘Handlings:
3-1 For the totaltnumber of patent and UtLlEty wodel = "
applications filed: for' the past one ‘year, ‘enter the ratio
e of-ouit sideorders Ln the " brackets "sho beld “By‘;"teehn”i'eel ;
field and using the following symbols: A
A 91-10%
ey B 76' - ‘90 % :
5 ey
2 - S50%
11 - 25 %
F 0- 1l0% : ‘
Ratio of outside order to total applicatinns: ( )
CElectrle (4 ) T Tenhe s
Chemical () R
Mechanical () T T
3-2 Mainly on. what basis do- you select which one should-- be' .

m o o

i of whlch-'

entrusted to outside agent among domestic patent an :
utility model applicatfons? . .. .coooo: ioosn et
Important invention.... - ;¢
Less important - .. .. .. . :
Weak technical fie}.d 1nterna1].y

Inventor's manuscript is perfect. o

Inventor®s manuscript. is imperfect, . . RS IRE
Compl.etely supplied with required. data for apphcatz.on
"Not - eompletely supplied with, required: data, for applieation .

Others { R }

Ta w0 a0 v
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4, Decidling Patent Firm to. be. Entrusted

4-1 In case domestic patent and utllity model applicatlons;
are to be entrusted to outside agents, mainly on what
basis do you de01de agent°

a According. to the spe01alty of patent attorney - .
b. Choose. a patent attorney who.has no work: on hand. - :: ...

c Decide. beforehand according: . to: that: date. of entrust.
(by rotation). . .

d Others ( A R
4-2 When entrusting a work to outside.egeﬁf,fde'youfdesignate
even patent attorney or persomr in eh#?ge? o '
a YES : 3
b NO
¢ NO, but already fixed.

5. How to Convey Contents of Invention to Patent Attorney s Firm

5-1 To explain the contents of invention when entrusting the
invention to patent firm, mainly yhat_;ype of dpcuments
o vou prepare° , BERTEEA -
a Minimum required documents (drawings, data, research

report)
b Excerpts of the invention prepared by the: inventor
¢ Draft spec, prepared by the inventor - '
d Draft spec, retouched by patent staff
e Use the above and " ‘properly
£ Others ( Co T w0

5.2 Mainly in what manner do you entrust works to’patent
firm? ‘And in’ your answer; also’enter the form of documents’
--which: you prepare in the bracket using the’ symbols .
shown 1n the above 5-1. R
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a Mail decuments describing requests and necessary data.
Do not give supplementary oral explanations,-

b Mail necessary documents in advance. and.
{2} Inventor
(b) Person in charge of patent Y
(¢) Both person in charge of patent. and inventor

gives explanations. _ , _(t:. )
c :Call patent attorney or person 1n charge to your company
and™

- (a) Inventor _
(b) Person in charge of patent
{c) Both person in ‘charge of patent ‘and inventor
gives explanations. . ... . ... R 1 )}

d (a) Inventor ‘
(b) Person in charge of patent P
(c)} Both person in charge of patent and inventor
go to patent firm and give oral explanatiens.

e Others ( ) ‘ : (‘ |

6. Instructions to Patent Firm
6~1 Do you present a draft claim, or decide cla1m in your
company and 1nstruct° o

a Leave to the patent attorney s discretzcn wlthout '
‘spectal instruction. T

b- Present a draft claim, but leave the' final claim to"
the patent attorney's discretion. T

¢. Decide only claim:intetnally and- instruct.
‘d Others (. .. ... .. SR SIPUINEE SRR PR
6-2 Do you designate filing date or the term for completing
invention manuscript?
(Excluding those with time limit such as: that for -
: announcement in a. learned scciety) : c
a An principle, . days from the day of .entrust -

b Designate according to the degree of urgency, there
being no definite rule. y

c Merely instruct "as soen as pessible”
d Others {( o )
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"6-3 Is the de51gnatedﬁf'11ng date: observed°
Observed ‘

Nearly observed“a"' g
Often unobserved ... .. .. o oo

o o & o

‘Scarcely ‘obiserved

" -4 In the event of delay, what measure do you take agalnst
wwhﬂmtﬁm°‘
a Urge, but make no complaint.x o
b Clearly. complain in each delay

¢ Decrease subsequent order volume’
{a) without stating reason
(b} clearly stating reason

A‘Impose a penalt s
e Others (

7. Management of Qutside Order

7-1 To what items of evaluation do you attach i'zortance““

for the management of outside order” Rank the items ;;H” .
shown below in brackets 1n order of imp tance. '

Qualxty of manuscript prepared hyzpatent attafney (“
- Days; required
Cost
.Professional ability . (technique, law)
‘Business’ management ability in patent firm o
+Others (+ ' Lo s : s

w0 a0 oo

R L S e

8. Technical:Education 6f Patent Firm (éxcl, 0JdT) & iinns
8-1 Do you feel the need:of “géeneral technical education‘”‘
for patentfirm?:: BEAE RS A
o @nYES oot TRl el
b NO
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8-2 Do you execute education- actoally? =

@ YES - e e

b NO
8-3 Of what contents is the education’jdp;ural answers allowed)
UInvitation‘to internal technical institute class R
'Invitation o commodity exhibition . .
“wObservationastudy in" FACLOE e T
Distribution of internal, technical journal. .. .. ..
Distribution of internal report -

Lending of new product .. ..
‘QFhérﬁ?(_ e :'_uﬁ)A_;;{g e

@ = o a 6 o iw

9. Relation with Patent Fi.rm e e
2-1 Do you. experience_rejection offyour request°

a Frequentiy

b Occasionally

c Never L
9-2 What is:the main; reason for: rejection’

a_ The flm's hands are full and can not afford'to accept
request. art i Goeoml -

b Technically difficult and lack’ assurance:

“e' The entr work re“uires much labor;:but does not pay.
d Others 3e . T RTTIT T
9=3-Have. you ‘ever: been asked for: work by patent firm°
@ YESurigpr shlaius s Bwieme connn T owans
b NO

10. Effective Utilization of Outside Agents =i .7 '¢ f'-“'-
10-1 Does your-company think that the:preseat® utilization of
-~ outside agent is made in effective manner’ R
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a Fully utilized, and satisfied with-it. -

b Almost satisfied, but some problems remain to be solved
for satisfactory utilization,

¢ MNot utilized effectively. .
“The present state leaves much to be desired. "

10-2 If your answer is "b" or "c" in the above 10—1, on which
side is there what should be improved, client side or
agent side? el il e

a Client side
b Agent side
¢ Both client and agent sides
10+3 What problems are there on the client side as f&éi&fé
" impeding effective utilization of agent° (1n case your )
answer is "a" or "c¢* in the above 1p-2) 77 v £

"a On the client side ‘there is no positive'attitude“of o
improving the actual condition to attain effective
utilization of agent. .

Because, {a) Resigned to actual state
{b) Absence of urgent need

b Have no definite .consciousness of~purpOSEﬁas’tonE:*-‘ﬁ R
placing order outsxde."__

¢’ The selection of agent is not made from uhe standpoint
of effective utilization. . :

d Does not clearly request a remedy ,agent side problems.
" {Keep too ‘much: distance ‘toward patent‘attorney)

e Lying under an obligation to an agent doubtful for
effectivenutilizatiqn,qit:is:impoSsibIehtOﬂeut connections.

f Small number of cases entrusted to outside agentsiﬁ'
g Others ( . : )

10-4 What problems are there on the agent side as factors
impeding effective utilization of agents? ::i: ' ww:i =i,
(in.case your answer- is “b" or:"c" in the:.above: 10=2):’
(Pilural answers.allowed) .. - :
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“With-only minimum required documents such as data,
drawings and research report, dces not. accept- entrusting
request

{a) Requests perfect invention documents. .
(b) Requests at least draft spec, prepared by the inventor.

“(e).Requests: draft spec. retouched by’ a person in charg Vﬂﬁin

of patent.
..(d) Others R
b Does not come to, the client company.i : i
c Dlslikes contacting directly with the fnventor. Always

requests intermediation of patent staff.
Particular about the contents of “work, "and dislikes

- application on difficult technical filed or of less

' T a - ‘R.

n

patentabie invention.

" Too much: time required’ before application.

Does not keep designated date.

Does not make professional advice or comment. :-lT

Does not give earnest consideration in favor of client B
(eig. the scope of ‘claim). -

‘Lack of technical understanding reqUires much time
for explanation. '

Can not prepare a good spec., So it is 1mpossib1e to
entrust work with a sense of security.

‘Makes business mistakes frequently, so"teel uneasy.
Too expensive as ‘compared with internal ‘handling..

Excess work ‘can not be made even when urgent application
is. desired._f : . . .

Others ( - | - f Ty

--éyThank:you Qery much for:yourICOopefation. -
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T VI SR o e oo o ANNEX 2 o
... ... Results of the Questionnaire = . =~ . ..

Nunber of | Total /7| " Type of Industry

answerers..

I _aéz&vqﬁgggffﬁEIeCtrijw.,MEchanical.QChemical
54 1-1 54 192 § e

27 Tl

S0 Tn
i ) Q0
(=3 R

| 2 i
56 f1e3a o]oo82.00 b 39
51 b 19.0 | 35.9 |14,
52 c | . 2ls 2

51 1-4 8.0 | 8,0 il 6y

lfs,éawu*s:~iz-"um'ﬁ~, 4 shmoafey

49 . T VSRR CRNER:  MORET) FRCH [ BUST 231 FSRR

16a | 8 | &

45 b et ]

2=1 -
domestic| . uiicoufu tnooanne
B ST SR RO I - SR NP, SASRUN IR
B W P .

52 overseas

AN I L
I R

3

1

54 11 5
5

&

NWVWOOND O

14
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1 Electric:
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H361800121654

Total 7 |
. |'Average..
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_Item;

2-4

law firm
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0
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6
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2
1
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-T'Paéific-Inddsﬁrial;?:dpéfty‘Asscciation
: ~-.10th International Congress
"Wednesday}'Octobe: 245:1979

: Rene D Tegtmever
Assistan: Commissioner for ?aten
Unlted Staktes" Pauen; ‘and’ Tradémark Orzlce

RS New “Reissus: Rules and“Gﬁxdéi nes: -
Overvlew and a Vl“W from the Patent & T:ademark Off1c="

Very significant changes in_United States patentfgrabtice

ocquﬁ:gdwgn:1977. _?hgsg'éhanjes are quite impoftant to both
- dﬁﬁésﬁic éqd,fokgignﬁgartieSHfiling“patenﬁlappligafions or

enforceing,'or'attackiﬁg, patents .in .the United Statess.

Thé changes.flow_f:qm_new_rules,agd_practice adoptéé by
the Patent and Trademark Office in 1977/l.. Let's. take a look
at th§ new :ules, hbwjthey h§vg.been‘impleménted, how. the courts
have begn_;eacting.£o them and .review. some of the precautions
_that might be taked. to minimize of avoid duty Of disclosirs or

“fraudf problems.

I. The 1977 Rules Chances

The purpose “of N:ﬁe:héwﬁfuins”ih119?7v¥és set forth in thé
Federal Reglsher Notlce/2 promulgat11g the rules.rr
"eg 1mprove the qual;ty aﬂd rellab;llty of - ;gsued
patents._ _
Among the prlnczpal Ob]ectheS of hhe new rules set forth
in the notxce were. | - ' - -
: Ce e “(ij REISsue,.
affordtlngj patent QWﬁers an opoor;unlty, ‘hrough
tHe flllng of .a reissue aool1catlon, ta obtazn a rul;na
from an @xaminer on the pert1n°nce of add;thﬁal DClOE

.art aftetr a patent has been issued.”

1/ 42 Fed. Reg. 3588 (Jan. 28, 1977}
2/ Id. at 5588

~165- .




:;(2)" Protest

' "breaden (ing) the puollc s, opportunlty'for part1c1pat10n

in the patent examlnlng process"- nd

. i3) Duty of Dlsclosure

“set(tlng) forth the dutj of; candor .and. good falhh
Wthh aoollcants have to the Patent and Trademark

Oftice. ™

The main features of the new riles whichare -intended to -

accomplish the purpose and objectives just Set forth-arei -

e i 75
o agrovaaingrfor-pugliciéééﬂss_toaréissde?applicétioﬁJ.
files as of the date of £iling™ (Sectlon 1 ll{b)/3
e ¢ providing  forthe” PUDllCatloq of- genera1 lnformatlon
*:about’ reissue #pplications’ia thé;officialﬁcaze&té;“
of ‘the United States’Patent’ and Trademark Office "

shortly after £iling (Section 1.11b)), ang &7 %

.. filingfof reissues without haéing to'eilege-defects.

or make any amendments Ln t e spec1r1catlon or_

clalms for an 1n1tlal consxderatlon by the Patent o

rand xrademark Offlce (Sectlon l?5{a)(4) (6)),
Protest
. deleylng examlnatlon of relssue eppllcatlons to
| at least 2 months after tne notlce publlcatlon ' _
in the Offlc’al Gazette tQ permlt the tlmely flllng

of protasts berore flISt actlon (Sectlon l 176},

- M.Code of Federol Regulatlons

all" "Section™ references rafarito: sectrons of Title 37,

~166< .
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e ‘a§suréhcefdf?ddhéidefafidn‘6f timely filea~prbtests
ﬁby third parties {Seculon 17291(a)y, and’
'.;*the posszblllty ‘of further part1C1patlcn by pro~

'testors in processzng before the Offlce (Sectlon

.291 and he. lntroductlon to the promulgatlon—
of tulessd).

“Dhﬁvedf°bfscid§ﬁre**'"

“ definition of tHe duty OF dlsclosure..".

Imnrovenents in the Quallty of Examlnatlon and Flle Record =

prov1slon for statements by ‘the 'examiner of the :
reasonsrfor-aILOW1pg clalms (Sectlon 1.10%},

Y prcvfsiohvfbrireﬁaha‘ofvappeaied applications to "'
~the" examlner for: further consideration of allowed
“glaims (Sectlon l 196),: - o _1 : C

- ”prov151on for thé £iling Of "Pridr Art Statements
| within' 3 months of £iling, ‘With & listing of prioe
3'afE} a“conéi§e:exﬁlénatich'6f”£hé“réiévanée of 7

each prior art referente and a copy of ‘the refer~

| ences (Section 1.97-1.99)7
. requirement that the oath or declaration be in
Varlenguaéeruhaersﬁdaa'by the" inventor (Sectich
1.esii AR
.-'provieiohTEQE'examinét'sbpééfehCé”ét oral hEEEihgé'”"
‘before Ehe Eoard of ‘Appeals od:fequeSEibf:the'Boera

otithe*ekéminEr‘ESecEiﬁn 1.194}, and

4/ See note 1 and also see Interratlonal Daner Conbany V.
- Fiberboard Corp. 181 US?G 720 (D,Del. 1973)~ )

-,

CARIE N P R LR M
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» , related changes st:engthening,the.:equifements
for the examiner qhd the applicant-to record- the
substance of interviews and fo:.the.eXamiqer to
‘:ecord the areas searched durlng ewamlnatlon.

CII. Implementatlon of the 1977 Rules Changes

- In addition to the Rules changes, the Patent apa-Trademark
Office has published Quidelines_qnxthe.implementaticn of the 7
Rules for appllcants and etamlners. ‘The first guidélines/5
| were publ;shnd Aprll 12, 1977 Just after nost of the new. rules
took effect. These_gqlﬁellnes\expla;ned;mo:e Qf.the,detalls
concerning how to-pbtainlatcess td'réissue”filgs{ the_ﬁiiihg
of Prior Art Staﬁements.Uthgipcepa:ationﬁof”éxaminergstatements
of reasons forAallowancef;the;detailsfofuthe procedﬁre for
oral hearings before the Board of Appeals and. detalls concerning
the rlllng of protests and public . use petltlons.

Further, gu1de11nes/5 concernlng 1mplementat1on of the'

Rules.werempublisbedwnecember 12, 1978... These guidelines

clarified the requirements of“37.CER_Section_l751§).(4Jf(5)

Ry v

relating to the reissue oath and declaration reguirements when
‘no actual erfcr_or'deﬁect;is_alleggd“;n the. driginal. patent,

spelled out'wha;,is,gxpeqted pp‘bg_calle§3toutbg,gptention of

e G

the PTO in regard to related litigation under 37 CFR 1.58,
indicapgd thgzpd;;py regagding_p;o;estoera;tiéipation in .
proceedings before the Office, discussed the time for=fiiing
protests, explained how reissue applications are handled and

provided for extra tlme Eor the ewanlner Eor handllng complex

reissue appllcatlons. o

'5/ 357 0.G, 11
5/ 977 0.G6. 11
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will be helpful to the examiner. T"le followlng degree SF Par_ BRI

&
N
N
o i
-
“t

On-June '26,: 1979, a further noticg/7 was published for

speeding EHé’ﬁ:OCESSing‘6f"reiésuéméppliéati6ns and "duty of”

‘disclésure™ guestions. ’ This notice will be discussed in more -

detail later.

is allow1ng varylng degr=e= of part1c1patlon 1n proc alngs by
protastors. It has_allowed much mo:g_gar;1c1pay;on by pro-

testors than the introductory explanation:tp_the,neﬁg:ulgss

contemplated. On the dther_hénd, protestor participation has.

been aéo:oachﬂd cautiouély because of the delay and harrass-.
ment dangers and resultant expenses to the annllcant. As a
result, added Dartxclpatlon bj protnstors has generally been
llmlted to 51tuatlons where such partlcluatlon 15 1ecessa:y or
t1c19at10n has bean pe:mlhted T

- (a)v The O:flce is receptlve to and ‘has granted
requests to delay examination bevond the two months from anncdnééméni
in the Official Gazetté-provided.tOHPermit”the‘filing of a
ﬁrﬁtest.

(b} - In a*ﬁumber-of casgé;qthe Office has asked . -

the applicant as well as the protestor’ to serve  copies of.

papers filéd in the"Office on each otheri ™ ii. .

7/ 983 0.G. 24
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:{e): The Office is sending . copies of Qfiice acﬁions

to brotee;o:s_;n a number of cases.  Gererally, protestors

need only reguest such copies QPWLBH¢.JQdiqate_thei;,;nten;.;gﬂTﬂ

comment on Office actions in orderIEO receive them. . . i
(d) The Offlce has set tlme perlods ln scme casas

to allow the proeestor to comment on responses apul1can- sucﬂlts

ta the’ Orflce.‘ Beceuse thls procedure can de lay exan;natzon
of the r9155ue'EP?iiCétiCnfTBGCh time peridds are tsually not
provided unle'ss the reissue applicant concurs'or unless it is =

felt that the protestor's ‘comments would ‘comtributs signifi- " """

cantly to“theLEQeﬁinatﬁdﬁ;

. (e) The Oxf‘ has permxtted Pz o;e:tor nare1C1-

cat1on 1n any 1nterv1ew w1th ehe examlner in a numoer or cases.

Where the_aypllcant requests_or ccncurs ln such partlc pac1cn

by the proktestor 1n 2 reissus apollcatlon‘or where a COL’; re—_:

quests or desires ;t, ehe O:flce lS 1nc11ned to allow Sueh

participation by a protestor..

~(£) Ther0ffice has-received several.requests:.
from a2 protestor that the proceedings in connection with
& rsissue-application.be considered a: contested case . and bri ng
sections 23-and 24-of title-35 into-plav.- To date none have. -.
invelved compelling circumstances:an@ none of:-tha. reguests
have been granted. Limited experienee to eatenég§§eetes”
that declaring a reissue applicatioﬁ proczeding a conteskted
case may be desirable in certain circumstances, although it

might cause substantial delays.and might subject the app!

lcant

to harassment, In any event, wall defined critsria for the
conduct of such contesced precsedings should probably ke

developed before any such proceedings are put into effect.
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-before:examlnatlon beg;ns,

-g;EroteétS;tq,reissue;applications:should*prefe:ablywbe&:*f“-”“

' réceived_Within‘2~month5ﬁof”PublicatfcnfofjthelO;G; notice‘.f“v

: announczng fl;lﬂg sQ that they= are ava11abl= to. the sxamine

”In any event, protosts must be ST

5 |
A
K

o
i

1
|
!
!
14
{
1
!
?-

récaived

_rejectlon;or:allowance'to be assured

consideration. --Even. then; if the-protesterdelays-the:filing..

of,a;protest'withoqt;gcodﬁreason“the.Officeiméy}conSider.thé
protest hbt_timelwailed;andvrefusé ta conside:iita

Reissue applicaticns:under thekiSTY rules-changss are o Fivod
still normally assigned:to"and'q;e examinad by -the same examiner:’

who 1ssued the orlglnal patent if. the examlner is-stilil- avallable{

'Usually, ‘this:examiner . is most. expevt in the- subject matter:

ané <can usually do the best examination, :although some benefitsini

m1ght accrue from modlfylng our present procedures by HaVLng"‘”

a dlffnrent examlﬂer QL a spec1al Examlnlng Group “handle reissues.
,:qugtﬁemphgszs;;s-placed_on;d01ng.a;gaod_qualgtyaexamlnatloni

in réiséqes; Instead;bf.the-usualrﬂ%'sampling in:the PTO!'s

Quality.RéviewLP:ogram,-aHZS%:sampleiof reissuerappl icatiofss il Vi

being allowed . is taken for detailag review of .the:quality

of .examination.  Applications containing.invalid claims:are:

sent back for -further-examination. -:

.8ince the .new.rules came:into:effect. the.duty cf disclosure .

area has been quite active..:About 15 duky.ofidisclesure:

questions.arise each month.: Questions of.fraud” or duty-of

disclosure are handled.in the Offices.of :the Assistant Commissionér.
for Patents, only after ‘examination for-other matters has béen:*:°~

completed. "Fraud" or duty of disclosuge questions arerfirstr v
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investigated so that the PTO has-asrmuch:of,the facts: of record
as possible-to decide. the issue. The.investigation-is usually
in the-form of ajwriFtenfset of gquestions in,the nature of

written interrogatories sent-to the applicant‘or others which -
reguire o:-requeét information relevant to-thé -"fraud® or duty
of disclosure :issue. “When warranted by the:éxistence of a

prima facie case of "fraud" or=failure to comply with the duty
of disclosure, an order to the applicant to. show cause why the

application should not.be stricken is issuad. . If the prima -

. facie case is-not overcome, the application is:.then stricken. .. .=

-.If 'it is concluded:that the -application sboUldinot”bemstricken,'

a decision.to this-effect with the.reasons'is made:of ‘racord.

Some additional 'details of Office practice are-discussed in In

re Schlegel/8.
Many aré:asking”how strict a duty of ‘disclosure standard
is.the 0ffice applying? 'This is a'difficult 'question to answer
_and is best-covered by reviewing:the relevant' facts, First, ="
27 CFR-Section 1.56-itself defines:the duty of disclosurs as

the requirement for:.calling to the Office’s atterntion information

which is:material to'examinatidnfofwthemapplication;f-Materiality'

'is defined in the rule as existing:where "there vis 'sibstantial
likelihocod ‘that a reasonable.examiner“would consider the infor-

mation important.in.determinirg patentability.

The ‘section further provides that striking is ‘mandatory ~—

1f thers-is "fraud” ¢r a failure to'comply with the duty'af "~

.disclosurs through bad faith or gross negligence.  The ‘sac¢tion

“ﬁgf“WQQOWUSPQ”797MTCdﬁfT“Péféf;i977f"*5w€¥m¥~MLwﬁfﬁy:
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'specifieé-thét*theiduty“df di§dIoéufé é@pliés Eb’eve}} in-

dividual who is substantively involved in the preparation or

ProséCutioh‘dflthé'épplication“and'whoﬁis”3556ciated'with the

lnventor. The sechlon prov1des that strlklng of ;he apnllca—

tlcn is dlSCIE;lOﬂ&EX 1f there is'no "fraund" bui the oath or

‘declaratlon is:

s sighed-or'FWO:n to in blank, or
.'~aitéred3éf&er‘ekéc4tion:
" The introduction or p:eamble.to the promdléétidh"of the
©1977 rules -further- interprets the‘meaﬁiﬁg'of‘the duty of dis- 
closuré spélléd out in Section 1.56;; It indicates that:
. Section'1.5¢ codifies the pre-existing Office
policy ‘on £raud and inequitable e'c_iﬁ'du'c": Gi’-_(ic'n
is believad- cdnéisteﬁﬁ:withfthe“théﬂfﬁrévéiling.
' case law in. thélfederal-coq:ts;;‘h(The:court in

 True Tempsar Corp. v. CF&l Steel Corp., 202 USPQ

412 10tch Cir. 1979, considered the nasw PTQ rule
;to_gqnstitute,a_chifiqation_of‘case;law).

+ The word "substantially" was added to the
rule.as prqmulgqtgd.tQ:inéicate-thqt_;he duty

does not‘aéply ﬁo;ﬁyg;gts,‘clerksh.etc.
.:Vihe}word,“withﬂ_was<aaded,to_the first sentesnce

" Lo make_cleaﬁe:_thaﬁ the dﬁty applizs . only to
~individuals not organizations.u ﬁ

The-term'"materihl":wa5~usedi£n-the rUIe-:aEHéf‘ _

than "relevant® to cannotd #hét‘ﬁdﬁéiﬁhaﬁ"é:é?i;féi1.ﬁ
}_:éla.t”iqns-hi;; be:_t';ﬂ-eeﬁ; the ‘;‘inf'dr:‘ima‘;-.'ici:n'.' and the subject -

. =+

of the & plication is requizad };,”

.«. The Su me Court s-andarc of mater*alxzv in

‘TSC Industries v. Northwavw/? was adoo:ad in
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‘the rule and the nreanbla-noted that the court,
istated in the case, that the standard of materiality .-
should not be 0. low, tnatnggsqnslwquld;pe-”subjectvf
tohllab;l;py,fg;h1n§}gn;§i¢;nt.omissiqnsxor -
miss;a;gménhgf;icrbsoﬁ;ow;that fear. of liability
would cause m#nagement "simply to bury the shareholder
in an'avalangpgsgf_triyigl-igforma;ign'— a result
that is hardly conducive to informed. decision
~ making®.
. ;?he t?rW:"i“fQFmﬁtiQF"aiafEﬁQ.Fqle is explainsd: -
. éé_megningvall %iﬁd§th info;matign:(l):incluﬁing.~F-V
.. in addition to prior art patents and publications,

~information on prio;,public:uses,.salesj‘and

the like and .(2). . excluding .information favorable
'to'péténtabilfty'suéhias COmmércial'sucéess or
" information. doncerning the.leval of skill “in

. the art: S
. “The -térm "inequitabletondict™ was not used
because it has foo broad a”méahingﬁ

--s ‘The ‘term“"bad ‘faith" was ‘used”instead of “daliberate”
to better: descfibe'the level 'of duty.

e iThe rule’ES'nﬁt'inCOnéiéﬁedt with the attornev's
advocancy role for “the cl1ant. |

A seccnd though poor vindication of the Office’s apOllcaulOn

of Section 1.56 lies in-the statistics on. striking applications.

For the perlod January 1975 through. September, 1979 ..
11 appllcatlons with a duty of d15c10=ure question
- werg stricken, .
.81, wers ‘abandorned -Befcra anv determzﬁataon Was-
made, and
51 were decided not to be” strlckan for a tota1
of 88 cases disposed of. = .
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Also, lndlcatlve of PTO apcllcatlon of Sectlon I So are

certaln publlshed dec131ons on’ the duty of dlsclosure

In Both In fe Altenpohl/l0 and In re Stockebrand /ll tbe

plv w1th the uty of dlsclosure b;

'withholq g certaln prlor art lnformatlon and the re1ssue
apollcatlcns lnvolvea were strlcken. In both of hese cases,

c1v11 actlons ware Elled in tne courts challenglng tne PTO

' dec1szon

In each of the cases, In e Gabrlel /12 In re KUDlCE< =t "

al/l3 and In re Cebalo et al/14 (Note also Ca'ter v. Bleckourn

et al/15), the PTO found no failure to comply with the dutv S

disclesure and-the:applications were ‘nof stricken.

In_In,re;Gabriel! it was.concluded that a material: reference

was known to at least one of several 1nv=ntors and .was. disclosed

“to the attorﬁey. It was not dlsclosed to the PTO : It wasl#itfammmwmm”mw

also found that tne rezerence w1thheld would not have rendered

clalms unpatentaole and that nelther the 1nventors and attorneys
nor the etamlner fe that tne rnfetence w1thheld was th=

closest prlor art. The appllcatlon was not strlcken.‘ Iﬂ In

re Kublcek et al, agaln a materlal teference was 1ot dlsclosed

to the PTO.' It was known to the 1nventor but not thn attornev. .

The reterence not ‘disclosed Was con51dered by the eaamlﬂer to

be the" closest prlor art but ‘still ‘did not render any oF the

claims unpatentable. It~ Wwas also found that the invantor hao
no knowledge of patents or patent procedure exceot throuch

counsel. The application was not strlcken.

167198 0S50 289 [Comr —pats. 1976)

11/ 197 USPQ 857 (Comr. Pats 1978)

12/ BNA/PTCT 406: A-11 :

13/ 200 USPQ 545 (Comr. Pats. 1978)
14/ - 201 USPQ 395 (Comr. Pats. 1977)
13/ 201 USPQ 544 (Bd. Pat. Intf, 1978)

-175- -



In In re Cebalo et al, the Offic° reviewed -2 protestor’

allegatlon that the appllcant made lncoqslstent represen-

tations to the PTO as to the patentaole:@1s;1nqtness_of the

invention defined'by the count on a fi;et.inte;fe:ence:and the .

count of a seccnd lnterLerence 1nvolv1ng the same nar 1es.h__.

The a:otestcr was party to the Ewo 1nee'ferences.. TheEDTO

found no fa:.lurn to comply with the- duty of .disclosure statlﬁg'_-

that the fact that two types of comnounds are grouped tOQELhEI ‘

in a single patent does not establish ;@atwthe_cgmpounqs.ge—
fine&.by'tﬁe'iﬁeerference ¢§¢h;é;a£e directed tc & single
lnventlon. 7 - o -
Questlons frequently arlse whether dt-is necnssazy ko
~file prior .art statements-under Sections 1.97-.1'5.-93 to ,comply :
“with the duty of diséibsdre'in”37:CFR'SeE£ioﬁ:1 56, The..
answar'is'“No“.715.' However; beware where PIIOI art belng

callsd to the Office’s attentlon isa forelgn p=tent or nub—

'licatidn}-Lhe relevance of the prlor art 15 not obv1ous or tnn '

-prio: aft re:erence ‘is not readlly avallaol In these cases,
1t may be hlghlv deszrable 1; not necessary to orov1c= anv
thansiatlon avaLTable or oxp1a1n tHe relevaﬁce of uhe art or
D:ov;de a copy of the rererence._ Ceftalnlv, the rllzng of,
Prch Art Statements under. Sechlons 1.97-1. 99 ls the, safest‘

way to cowoly wltn the duuv of c;selosuree

16/ 391 BNA/PTCJ A-11 (1978}
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III E'Scpé’i: i'éﬁééé-:'Und”éri‘ the 1977 Rules = L

Are people” us1ng the néew rules" Yes, very definmitely’

S The‘number‘of'rﬁissué;appliééfioﬂS'has‘risén'ffom a2 monthly

. average’ Of 3% to about 60 where it now appears 3 be‘étabiiiéiqgtsuhm

no degecté-faCLllty fs used’ lﬁkroughly a quarter of all "
the reissues. Some" 10% of thé reissues are involved' in related
litigation. - Protests ara belng filed in re1ssu= anpllcatlons
and-are béing-av1dly pursued in most cases.’ In a llttle over
2 years under the ‘new rules, cver 200 p;otes;s have . heén” f;led,
{two thlrds in reissue apullcatlons, and over r 1000 :equests ‘for
'-access'tc reissiue applications ‘have been received.
ﬂin‘hégar&'to‘ha”éecﬁidns 1.97-1.99 relating to prior art

“statements, the Office conducted a ‘strvey of 724 applications

filed afier’ July 15 1977“whithIWer= ‘2llowed énd'qéiﬁéﬂﬁo'issuew”mwdum

..th:ough uhe Qualxty Rev1ew Office’ between June 4~ and June 17,
©1978. ‘A total of 64% of tha appllcatlons reviewad contalned
.prlor art-citations enbodled in the specification &t in a

separate-papgr submitted wlth or'durlng pcogecutlon:of ths .
‘application, or both: ~This is“hiﬁher than the comparabla 543

rate of filing of citations identified in an earlier survey in
_l197§/17. - Only 30% of the prior art statements submitted were

" 'in conformance with 37 CFR 1.98..

17/ See 952 0.G, 1356, Nov. 23, 1976
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Most citations wers timely..submitted..  -Mogt. {86%) of the

citations_inmthewgpecificatipn.wene»nbt_agcompan;gd?by‘;opies

of‘;hg_:eferepggslgited.+_Mo§t_jﬂg%}adﬁlth;,;i;atiqnsmiﬁhsepa:ate

. Papers were accompanied -?Y-"copi__e_s . Most foreign ci tations, ... .
in;;gdedaneithgg.trapslgﬁiQn; nor. statements. that .such translations

.Were not, available.  In many cases, Examiners did not -prppe_:}y
l}st prior art for publication in the patent or otherwise. .. .
igﬁicapg_;he?ar;.was_coﬁsid?;ed.gvga,thcuqh ik was £iled in. .

_conformance with Section 1.98 and presumably considered, Mosc
citations of prior art dpt ngmi;;gd;;n_égnfo:mance.yith Section
1.98 wé:e not checked aé_hqvigg?begn.gpns;Qgred"by:?he,EggminerJ
About 10% of prior art citations included more. than ten prior
art references. Most cited 5 or less.. ‘

.. DROLNSL survey was run im 1979.. All the data-is.pot yet

talliEQ‘butvtpe_:esult§u§ppe§r:tpgbg_yepy;simi;qr_to;thoge,-

in the 1978 survey with some improvement in.applicents pro- -

viding copies of references with citations of prior art .

and seome improvement .in Examiner listing. and consideration-

of prior art submitted in prior art statements.
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2::; The' reactions

rare:n mostly POSlthe, but there are: some: concerns such Ag the
_tlmellneSS of PTO: handllng of: reissues: and: the teols: avallable

to: resolve certaln fact issues.’

Many stays or dlsmlssals are}belng granted by theucourtgh
for flrst consxderatLOn of. Lssues by the.Patent and Trademark
Office...A number'cE?JUdges*haVe%Indtcatedxarpropenslty-to;x,T
'$tayr°r?§15miss~fo:*tbislPurp?se;-aThe~stays”andxdismiSSaléraw
are;defeFringVa*varietY‘Of*iSSUes.to the‘OEficenfor:firétﬁL;yT

consideration: and.in some cases: apparently.for. final.determinatior

Some :other -interesting aspects:of some :court-attitudes on

the new rulessincludetm(ll a~desirewwhe:e:stays¢a;esgrantegV;;t

for ‘the defendant to.participate as'a protestor (2) some possible .~

prejudice for not protesting:(3) :a poSéiblyiStroﬁger;or&highéf”

crgtandard- for-the-duty of -disclosure: and (4)~some propensity to™

give stronger weidht to Patentiand Trademark Office decisionsi’

_Let's look at some of the cases.
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vl s The Rlpihe Engineering-Prodqcts:Inc;zv;"Adtomated'Building

ComponentS;.Inc;/laymthe.couft.dismissed;a deﬁlaratory-judgmeﬁt
action.and ordered the: patentee td\file.airéISSue;w The'c€se:
involved both patentability and fraud™ or duty of disclosure.

issues, -

<oan In Sauder Industries Inc;-v;tcarborundum‘Co;/@s,?thé*

court not only.ordered:thgrpatentEe‘to-seek.reissue but also -

brdered thejdefendant'to=participafe_in~p;oceedingsobefore:the
Patent:and Trademark Office. " In-addition,- the courtfprbvidéd* 
. -:for:the preservation of-certain testimony andveviéenCe'during~

the‘stay._ | '

:In Pioneer Parachute ‘Co., Inc. v. Para=-Flite,. Inc;fZO}

the court-imposedfsomearaﬁhe:.stringent.reqdirementsﬂcn the '
./patentee.in a stay-order. -The couﬁﬁﬂrequired.the:patenteeftow=
waive damages -for the period of the :stay-and to.agree to .abide
by~the;findings“ofrthezprimarynexamine;.-.It.ordefedethe‘defendant
"mtqﬁpqrﬁiciéateﬁinutheyPTO@proceedinqsfeincludingwiﬁteryiews;wﬁwi

as much as the PTO would allow.

18/ BNA/PTCJ 367: BA-12 (S.D. Fla 1978) "
19/ 201 USPQ 240 (D.C. N.D. Chio 1978}
20/ C.A. No. 76-0932 (D. N.J. 1978)
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I

. publlc use: cuestlon.

. ~In:Reynolds-Metal Coi”v.: Aluminum Co. of America/?l, the

. C0“5~ severed ang: stayed onlv the gertion of tbe actlon dealing

w:th patentabllley

In Unlform Product Code: Council w. WaTteF ﬁeslow/29

. Judge Conner stajed lltlgat101 for PTO con51deratlon Qi a -

~In Rohm”and~Haas Co. v. Mobil: Oil Corn-/23 'Judge‘LatChum

'staved-for-PTO consideratfon of a “‘reud" 1=sue ‘and -also- oermltted

dlscoverj for the benefit of the examiner. Dlscovery 04:119 a

stay- was also: provxded ‘for- in Broomall Industries, Inc;, 7.

Nicolat Instrument.Cprpm,/23a_ --Although ‘in Fisher Controls

" Co. V. Control.Comnonents,'Inc./24,'the court refused to allow

discovery reletive'to.issues befora: the ‘PTQ. - Judge_Lacey

{D.N.J.) nas,‘on ‘the. other hand, spoken on. cccasions zor dlscovery

'durlng ‘stays: where approprlate /25

- The court in the Broomall case, supra, also set guldEllneS

regarding the. servlce of oapers, response -times, attendance at

interviews,. etc. in the reissue pioceedings in-the PTO.. The
PTO is cooperating with . the cburﬁﬁs,desi:esJin this case.

" Other courts have denied}Stays such as in Perkin-Elmer

oy Westinghouee.EleCtridfCogé;/zs_ahd in Génersl Tire and

' Rubber Co. v. Watson-Bowman Associates; Inc./27, where the

317 BNA/BTCY 3737 E-5 (N.D. Ind. 1978) -
22/ Civil Action No. 75 CIV. 2373 (S. D- N.Y. 19781

23/ 201 ysPQ 80 (D.Del. 1973) .

232/ Civil Action No. C 77-2473 SW.(¥.D. Callf 879y -0 o

24/ Civil Action No. 74-11-1, BNA/PTCJ 388: A-12 (S.D. lowa:
1978) . : : ’

23/ Judge Freder-ck B. Lecey "p Fedaral Districk Judge's
Views oa Patent Reissue, Protest and Duty of Disclesure”,

B0 JP0S 529 (Sept. 1978 .
26/ BMA/PTCJ 376: a-11 (£.D. N.Y. 1978)
27/ 193 USPQ 479 (D.Del. 1877)
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stay was denied because-the case was ready.to go.to trial. So
- far:there is still limited: evidence ofithe  weight' given by

the courts to PTC considsration in reissues. i/ .o nocias

.'In, a few cases.as -in Pioneer Parachute, supra,. . the courts

are :raquiring the parties: to: be:bound: by the:PTO detsrhinations.

i—
i

In a few cases the courts seem to have:given censidarab

welght ‘to PTO consideration although -it is. essentially: the

v usual. presumption of validity where! the:examiner had sesn-

- the: references relied-upon by: the defendant :inrcourt.:

In”CorometriCSwMedicaluSvstems+iInc:-vw:Benklév.Bio—“uu

Engineering,Inc./28 the court, aithough it made its ownir. '

- evaluation: of patentability, indicated: thatw. .-

FThe-p:esumption:opratent=validitywis.here.x"5'
<Eurther: strengthened in’ view of: theextra=
ordinary Inter Partgsrprotest;proceedingsxiﬁ =
» Homet ali relissue patent application SerialiNc.
- 547,716 whereinall of the contentions now 7.
~+ ralsed by defendant were rejected by.-the :Patent-’
‘and Trademark. Office."
?Inppha;reiséue.case;'Betkely;and-HewléttfPackard'filed
protests and :action on the reissue.had -been suspended by.the
PTO.%0 :give: the protestors. ‘the opportunity to:presant: their

arguments as to why the application should not be allowed.

28/ 1937USPQ 467 «(N.D. Calif. 1977) - .=
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The. Dlstrlct Cou;t qneSts SREG I8 “Papsr "Co i v, Bemis Co.

Inc /29 a’so seemgd’ to 'give cofisidératabld weight to a PTO

ndeuermlnatlon«statrng:i“

®The "&xd apul*cat*ons,

ineluding“the &;;;L-Oﬂ BE- thn-sufrlclencg of
t ‘supporting iﬁfdrméﬁicn:f'Thouéh*it“is'ﬁrue, 2s
idefendant Euggests; that ERePatedt Office
action is subjact:Ls faview, it isalss true
‘that thatiaction-is‘clothed with the same
*?presumpﬁionldf“régula;ityﬂaé is any Of its other <
. actions,’: Something mors than thé belated. -
protestarions of counsel is necessary if tné ~:..C

Examifier '8 dscision®is £6 be. now andonéi"

SRS

“In thiswcaSE?Jin5%éspéétft05theVQUeséioﬁ of the dasirdbility

: i - A
of a party participating before the PTQ as- & p:otesnor,-tne””

court alsainoted:

2975188 USPQ- 107 {S.Du I11.,71973) reverssd- by Judge Swygert
at 193 USPQ 8‘(7th_C1r.'1977) on tha basis of lack
Cofigynergism. Notéy however; that Jodgs~Swygeri, in
Republic Industriss, Inc. v. Schlage Lock Co./3Y stated
cirthats"Neilther Sakraidaor’ BlédekrRock—==="hold that
synerglsm supersedes a finding of unobviousnass under
rkhe Graham~andlysiss ™ and held synefgidh was not a
requ1rement for paten;ao;l1tv of a COmblﬂathn invention.

30/ 200 uqu 709 (ca 7 1979)
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"Moreover, defendant had notice on August 1§,
1974 that- the reissue applications had been-
filed. The applications were not formally allowed

-until Ogtober 30,1874, and November 13,

1874, respectiveiy, and the-patents.did not
issue-until,January,ZS, 1875. -1t had adeguate
~opportunity. ko contest:thg.accutacy_er;sufficiency
of.affidavits_or,other'regresentations contained

.~in the file.-sBy-its.own_admission, it-Eid-nothing."

Also .indicative of-the:pe:ilslof non-participaticon.in PTO

. proceedings as a-p:oteétor is Relley Mfg. Co. V. -Lilliston.
Corn./31,; '

In a third case, Naticnal Rolled Thread Die V. Ferrv

Screw Products/32.the,court_gave-special recognition: to findings

by the PTO stating:
| "Notwithstanding, the Patént'Office;prosecution“
jip the_instant case indicafes that argtrqng”;
fpresumptxon of . ValldltV over the unpa;ented dies
is warranted‘ Although we. mlght agree that the

Patent folce lacks the procedural tools to dete:nlne

'effectzvely the prlo: art status of -an- unaatented
deV1ce in an exparte nrosecutzon, the Offlce
does, however, have the expertlse pel determlne
effectively if claims distinguish over certain

art.”

317200 0550 670, 692 (5.D. N.C. 1978)
32/ 192 USPQ 358, 362 (Sth Cir. 1376)
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© . The ‘Court went. on to note the naturs &f PTO éxamination

and ‘review, including the inspection of samples of the dies

imvelved. wo- o LameltoT L A o

“*'Judge Stapleton, who had indicated at the 1978 CCPA Judicial .

Conference ‘an inclination to'stay litigation and rély upon the
PTO for initial detsrmination on a reissue application, recently

indicated one limitation on his ifnclination by refusing to

stay proceedings and refusing to apply the doctrine of primary

jurisdiction in RCA Corp: v. Apbliad Digital ‘Data Systams,

Inc./33 where the patentee; RCA, did not file a réissue application.

The court stated:. _

"Under- the standards’ sét forth in the cases
‘discussed, I conclude ghat this is not the type-
of case where thé sgéqiali;éﬁﬁek?eftiSé of the 7
‘ageﬁcy'iﬁvolvéd} théfPTO,'méhdé§ES'éﬁ'initial

' determination by that*agéhc?i ‘The only’ factual '
issﬁe in this case with which' the PTO might deal

‘'is: whether or not the plaintiff's patent is valid
‘over the prior art. ' That issué’is oﬂe-whicﬁ ;

 this court is competent to decide based upon

. the information 'mada available, to it by the
éazties,_and particularly by their expert

witnesses,

33/ 201 USPQ 451 (D.Del. 1979) See also.the more

P . ) racaenkt
decision in Biszlomatik Leuze & Ca. v. Southwes: Tabla=
MEg. Co., useag {N.D. Tex. 197%) reporzed in

BNA PTCT 448; A-7, October 4, 1979.
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. === -While the axpertise of the PTO .might. .well .

..be of assistance to this court in resolving that. .

issus, the PTO is not 'uniguely gqualified' to. .. ...
- pass on the validity of the patent.. The plaintiff

-has chosen . to.by-pass the PTO's expertise —==.

.::plaintiff.will not be compalled to.take advantage -

:1OL the. PxO :elssue apnllcatlo" o'ocedure.

By Lo the most recent CC°A Judlc'al -Conference on May -
19?9, U S st»rlct Cour» Jucges Renfrew (N D Callz ), Tauroe,
- (Mass.) and Wexnfeld - (5.D. ng.)fggp;gﬁsgd;;qnq,,n at.the .
timeliness of PT0 considerations and discussedkghe;valug‘qﬁ
PTO prior.consideration and . seemingly indicated.that it would
be entitled to no.special weight other than the usual pre-
sunption of validity. .At the May 18, 1978, CCPA Judicial
Conference, Judge. Oren Lewis, Sr., District Judge, E. Virginia
indicated that "the oaas._:grg‘._ss,gs to 1003 that you won't get
that kind: of ~stay from me.” 7

Cou'ts other than the. Eth Clrcu*t 1n tne Vatzonal

Thread DleJcase, supra, have.crltlclzed.the .ex parte nature of

the reissus proczedings. in. th= Pauent and. Trademark Office,

such as.in Jdohn Thomas Batts,. Inc. v. Mr.AhanqeL,IInc./34 and

in ¥en WiremProducts‘v.uC.E.S./§§{.

34/ 176 USPQ 388, 400 (E.D. W.Y. 1972) :
33/ 338 F.Supp, 624, 82%9; 172 USFQ 632, 636 (5.D. N.¥.1971)
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i iliha ro e A

~..-...In respect ko the PTC promulgation: of,Rule.56, Judge

Laééy‘pﬁfNaw_Jgrsgy;hés‘indicgtedﬂ;hat;the,definition;cf,ths Lo
duty oﬁxaisclpsurgiiqrgxpyiqitﬁ;a:msjin-3JJC£R Section 1.56+"

in his opinion, weuld: lead many:judges. to expect:mors com-

p}, Fanos fromat torﬂeys anétotendnot to be so . 1:_:_: n;_ent__—/:‘;s R A A i i

.One.of the questions raised. by both Judges and the
pa#tiesdtoﬁgi;igation is how.;opg,wil;:PTo-p;oceedings requira.

The Courts are.concerned. lest long pending patent litigation

: only“bg.fur;he;ﬂek;gnded by.a-stay.-

In an attempt. to.make. the raissue practice more effective.
and timely, the PTC has taken a. number.of steps to speed . reissue
proceszing. As indicated earllier,.a notice outiining these

steps.was published in the-Official Gazette.in Jume:of.1279.. ..

¥;fne steps taken include. the followings:.  :.n. - o oooodo

(1) In all casgs, the fraud or duty of disclosurs issue
will 'be.deferred until after the normal examinaticn. for patent-

ap;;ityrothe:‘thﬁnmfﬁraudfzhas;beenﬂcompleped.:;?F:aud?:cases‘;

. forwarded to the Office of the Assistant Commissioner will: be:

gromotly ;etuznedfpaltbg examinepﬁfor‘no;mal_exaﬁinétiqn~with';
any:Necessary instfuctipns on the.handling of.issues in-the- ..o
case,and_a-notation on ;hé file. that. the. "fraud" issuefhas:.-::
béen,deferrgd;, After the completion. of examination . on all.
issues exéept ;fradd", the case is returned to. the Assistant
Commissioner for Patents for resolution of the "fraud" issue.

all procedural matters will be decided by the Group Diractor

in the meantime.

38/ Lacey, Supra, Nota 23 at 535
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(2} ‘Action on appiications in which there is én-indicatibn
of concurrent related litigation was”adtématicaliy suépéndeﬁ;ﬂ:'
unless and until it is- evident to the éxaminér'thét'thére

‘{a) is a Stay of ‘the 11;igétion5iﬁ effect,

(b} is'a termination of the litigation;

(¢} “are no significant overlapping issues, or-
Cod) it ié'éppl;cant’é desire that the application’

" should be examined without delay.

{3} Reissue applicationé félata&-tO““stéYed*litiqatién“”f
are -taken up for action in advancé"cf'other :éiésgé-aéplicéj 7
‘tions and will be examined pfomptly.g{ | :

{4y Time:mOnito:iﬁg'syétems have been put ihtq effact
which closely monitor the time used by applicants;’ examiners™
and protestors in applications’with concurrent related litigation.

'>(5)-'Appiicapts in"reissué applications’ involved in
 litigation”which have been stayed, dismissed;-etc'.”for’con-i

sideration By the PTO, ars normally given one month to respond

o 0ffice actions:in-thgse applications where the Office detarmines
that ‘the reissﬁe’abplicant ¢an readily prepare a response. in

such time. This one month can be extended uvpon-a showing of
clear justifiéation'and=the Examiner may set up to thred months

for response if the examiner feels that such a response period*.

_is obvidusly justifi=d. -
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Apnllcants ararrequesued to mark . ccmmuwlca;“ors, and

envelopes tnat contaln them, 1n:relssu°s lnvolved in re latad
j""lltlgatlon, w1th the ldentlflcatlon "REISSUE LITTGATION" a101g

w1th an’ ldentlflcatlon'where the aonllcatlon is.located in the

_files;whengltﬂls\1nvolved~1n=11t1catlon-‘.

- f&}- Flnally, the Office. notlce lnqlcated tha the PTC .1is
"con51derlng a- proposal uo change the rules to ellmlnate~the‘2
month waxtlng parﬂod fo: examination of reissues and a: p:onosaT

R 7% reqguire the: oromnt dlsclosure of ‘the existe nce of related:

tlltlgatlon.‘:

The above changes do not llnlt the pessibilities foc.
pfotesto:'part1c1patlcn when and to the degree justified.
iHoweve;f‘the~cﬁan@es-dd.indica;e-agno nonsense-ap?roach-to—the
—.beﬁqt-ekaﬁinationfaf.reiésﬁégépplicaﬁions-includinga these:
~with. "fraud?.of.duty of disclosure iééues. - Protestors wishing
to be heard sﬁould come in as -early as.possible with all. their
poznts and, arguments.

“In addltlon to these new orocedures for saeedlng the
_ handling of re;ssues, ve are a1so 1ncrea51ﬁg tha- suaf e
}sponSLble fcr Handllng du Ly oF dlsc105ura qua tions. so that 1h
wlll uOtal 8 bV-tbe'end of the sunmer; We ﬁow nave'a alre=dv

on beard to hanal= the almos; 300 such ques*;ons ‘now cenclng

in the Groups or in The BSSLStant Comm;s=101er 5 Offlce. We

w111 soon have a profess;onals naﬂdlvrg questions of duty of

dlsclosure. '
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Some” Sudgestions for: Compiiance With:The:Duty of Discligsure ©
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“r The primary'f0cus?of'manyibfwtheiprovisions~of the new::
ﬁrules-i%Ftc"ﬁﬁt“pfiét art hefore:tHz:Patent. and. Trademark.:
‘Otfice fot™ =valuaulon.-'Thls is’ the:principal to;us.o:ﬁbhesﬁx

rreissuel and  protasts pro iSions4:the“dutyfoF?discﬂosutefiqwﬂﬁ

Secticn 1.56, the prio‘.art statement provisions: and athers..
L Mostlpatentsithat arsinvalidated- by’ theicourts. are 1rva1-dabed

onithe: basis of prior art-that was nek be f “the Patanit and

o]

. Trademark* ffice during examination. /37 ‘Patents- ars: rendare
uheafb:&eable for: failure to 'submit priorart tohthe~Pateht_;
and Trademark Office, even prior art which ultimately may: no;
be appllnc to rénder claims: unnatentabla-or invalid. /38
‘A patenf’ mayqu'renae;eddunenLorceab¢e;oraanua?plication-
tricken.forxless'than'inte tional" fkaud, :Or:QIOSS'negiigenCeL/39

"Fraud"” allncaulons ‘are’embarrassing and costly.: “Ther prasump~

stioniof va;ldlty is generally: strong: when prior: art was before

:the Office and weak when it was not./40. .~

37/  See Kognig, "Patent, Invalidity = A Statistical and Subst
“'Enalysis, "Clars Bdardman Co., LEa. (1976;, ‘Baction 5.05

38/ e g.y Corning: Glass“woka'v.'Anchor Hdcking Glass Coro.,
233 F. SuDD aol, l 9 Ub°Q 99 (D De1 1955)

antive
{2

}.

/ Ses Norton V. Curtiss, 433 F.2d 773, _15'7'USQQ 532 '(c'c;:.-:;_

g
T 1970)and 37 CFR 1.55..as revised..
40/ ‘e.g .y Bolkcom v Carbozundum Co., 1523 .F.2d.492, 428y

187 US“Q hoo, 471-472 (dth Cir. 1973) .
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Altaratlona'ln appllca dhé”aftéf“éxéthEich”éﬁa“ekéﬁution

'of the oath and de aratlon wxbhout“ iy revTéy WE Eh

catxon come up a12ftoo often., Thase ‘'sedm to be particularly

““Phere "is no ‘reason

add new matter. - The
‘facility ‘of 4 ‘preliminary *amenddiént may be Used for ‘tHe ‘Same’ purpose
and it avoids anysqdéstion'wﬁatlwés*5rooefiy”in'Ehé'ép?libé;f”

tion at ‘the

of situations;- Eowever, 2s mentioned ez li'r”applicatfbns"”'
have besn stricken for alteraticn after ‘ekzcutica. Repeatad

minot infy Ctions‘aré'not”sd 1iberally treated.

“The Fo?lowmg sugaes;xons ‘aite offeréd ‘to help insure

compllance Ql;h tha dutv of dlSCiOSﬂ*e.

(I} ‘Many - attorneys; -bokn ‘corporats ‘and private, ara
using lettars and guest lonné“tes?fcr"ép licints and othars
involved with the filing and prosscution of the appiication
and checklists for themselves and applicants to enstre com-

pliéncé"with;thé'ddty ofhdi§¢iosdfef” Thé lIetter generally =

explains the duty of disclosure and what it 'means to the in<

ventor and assignee. The questionnaire asks the-inventor-and.. .

-assidries ‘questicons about "

the origin of the invention and its point of de-

parture from what was previously known and in the

_prior art,
~ Possible public uses and sales,

- prior publication, knowladge, pateats, foraign

patents, etic.

~i—-101-



The checklist .fs used by the attorasy to ansure that he

has_informed the applicant of the duty of disclosura and inguired

o

of.and_ci;ngmaterialnprio: act.

The use of these types of aids wquid‘appeé:lto‘be most . .
‘helpful dn identifying‘priér;grtignéﬁmay wg;lnhelp‘the_atﬁorﬁéy
‘and the c¢lient avoid or mofe.gasi;gwexpla;a.a gqtentia%iy
embarrassing and harmful Yfraud’ allegation.

{2) Ask guestions about inventorship. . Who. is the proper

[v]

inventor? Are there disputes or possible disputss about inventorshis

If therse q:g_qua;tions;”call:them to .the attention of the

Patent and Trademark Qffica. .

x

.(3)  ask questions qf-;he,;nvénpgr about the discl
of the best mode.uimaka sure that thé best mode -is describad.
This may aot involve a fraud guestion, but i;¥i$;C%§§a¥qlY
becoming morz and more important in litigation./40(2) a1sg,
the Office isicoﬁside:ing.;equ;:;ng_an acknowledgment in the
oath.o;ﬂdecla?atioﬁmqfﬂthemreqqi;ementfiq;*Qestmque in 35
0.s.C. 112,

{4) Make sure that .the inventor,.especially. a forgign

-invangor, recognizes his or her responsibilitiss in signing

the cath or declaration. -

n “"The 3ast Mode Disclosure

is0
Reguirement -in Patent Practice", 80 J208 171 (1973}
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Carefullv =valua*e Lor vourselF and etolaln to the.

_ﬂ:aa:llcant anq cthera lnvolved the scope Ob the c1e1ma, par-

"tlcularly tue braodest clalms. Ask'snec*”lc'quest1ons abdﬁe,

'what tnej regard as the anénthn or narrower- 1neerp 'tiehs
-of the claizs, rather than me surlug th ars aga;nse t \2 broad st

clalm wzth a11 of 1ts ;easonable ln*erpretntlons.. Th;; seems

to be a rather cowmoq arza where a nLnber of. attornevs as we11

-as appllcants are mlS denlv evaluat:ng the matefl 1\-v a

Torh

prlor aru and one to watch- ou; for. Plck out the bho da

_rr

c‘alm or clalms and measure tbe macerlaTLty of prlo' artrag=1e st
a. reaaonaol! b;oad interpretat lon of tnase cla1ﬂs and you may
flnu out tha* jou rea1lj were out Lo corq& Phe world WL h-a
'be ter mouseteao.

(GJ Alsc, evalua_e the mat erxalltv of ?:ior ar;‘ffem the
VleWPOlnu WH“&hE' it is the closese prior arkt. This”will tend
to put tne prlor art in better persnectxve. However, donit
stoc here as Sect101 1. So .may st111 requ1re the suomx;s;on of.

}przor'a;t WulCh is not as- c1ose as that of tH= record.

(7)._ﬂnen in ccube, su*m1t prior ar iw wor atlon._léveq

71f vou. don [ cor51d=r 1t mater ial someOne elae mev ses it

dlELerenely and embarrassxng questzone can be avolded.“

1193
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(8)  Partica lar*v suumi information aboub sricr uses and
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{3) Submit prlor art p*omp;;g. This wxlil_axe o:f any ..
fain;-oL lﬁtéﬂu ko wlbhhold -Nothiﬁ? looks WOrse thar an
apt icaﬁﬁ or a::o=1:y who 'is aware Qf'prip_ aét a@g Lt;';lg;
‘ﬁlhlcanc= earlv in prosec clon a d dbasé';:submiﬁ if untili
_aLtnr a1loanca anc dons s0 w1tn 2 nlnimaﬁ;oh_ruffﬂ énd  
flou:xsne;. | . | - o

4 can'be

. l’l! .
|..|..

(10)_ Don't sumeP lonc lls;s of pr or art'i

avoided. EILWL ate clearlv lruelevanu and cumalazive DElOE

"a:t.“ £ a long llSt is Submltted ntgh ht Lhose refe:ences

-which nay be of most szg1lf1canc 'Tn dec1 ions of the court

make obv10Ls tha HQCESSltV for 601ng ;hls./41

(ll) Watch out for some of the dang rous or ques iona ble

51cdacaons whers' it ﬂ;j be eaSJ to overloo k.cwn or or art as

Lng matarlal Scecxflca*ly Watéh out fo; thh'fol‘owxng

(a}' match out for continua 101 ln part an olications

whern lnue:venlng orlor art mav eww t - particularly watcoh out

m

or—fo:elgn'pata ts and uublica ons relatod to the parankt

apolicaticn and dated more than one veaf be:ore the filing

dats of the‘CIP.' The;e ard other inte :yening rafsranc y

te material prior art;unce; Chromalloy Langenhoven and other

cases, /42

17 Pen yan 302ts, inc. v. Sea Larx Boats, Inc. 339 F. Sups.
943, 175 USPQ 260 (§.D. Fla. 1972} aff'd, 47% F.28 ‘1338,
178 US2Q 577 (Sth Cir. 1973}, Cert. Denisd, 414 U.5. 874
l9’4) - . o :
In re von Laganhovan, 433 F.24 132, 173 USEQ 428 (CCPA
1972); Chromalley american Corp. v. Alloy 3Suriaces “2;1\
Ine. et al, 339 F. Supp 332, 173 UspQ 295 {D.D=2l. (1872)

T8




EWa;ch out ror lnterveﬂlng prlor art inlaza’ c*a1n11g
fsxtuatxon; under tn Munc1e geaL doct 1ﬂe./‘3
'ﬁ{ ) Watcﬁ out fop 1nformatlon ‘that! ﬂ;ghc be-deemsd to -

:'aru uncer Secglon 102( )/44 or a q'==t-o of_properfj

P-x
w

_1nv5n;c'~nlp and nder lOZ(gJ ‘such 2s in the Bass casa. Wi

Inrornatwon-abouc‘sectlonulo2(ay¥cublicéllv'kﬁbwﬁ'driot art

should also’ be carefully conSLdared for- macarlalvkv.‘

@) Watch ouk for information plCKeu Up By the vaentors
ané SEhers”at:canventlons,-pLanL:VLSLts, in-Housa revizws, -
stc. -

'axlzy Make sure Ehat“all“of the~individual3-whé‘ére-subjéét
't the duty-of'515closuré,-Such'as-spelied-out-fn settion 1.55"
'6f‘the.revised rulgs}‘arhwinfdrﬁ=a=of'and:fUlFill their duty.

(13) Flnally, 1f you: sp=c1hlca¢lv con51 p £ Br

f'l_'l

fand’

including vour: rsasar for [distarding it.- If"your.judgmentiwaé

43/ Muncis Gear WOLKS, inc, et al wv. Outboa;d %ar ne &'Mfg,ﬂr
: Co.,::3L5 Usgut:759, /53 ‘USPQ 157(Lgy2) =° ' : B

¢4/ Section 102(f) of Title 35 United Stards Cods ma¥y bs’
combined with Section 103. See Corning Glass Works v.
Schuyler 189 USPQ 193 (D.C. Dist Col. 19 ) Wino
Corning Glass Works v. Brennar 173 591 519,
1975) wherse the District Court adoprzd’ de¥enda
trial memorandum orn 102(Z} and 103. Halliburto
.Chenical'lsz USPQ:180 (N.D.Oklas 19 ) 'Dala Els
R C u. ulec :onlcs, 180 USDQ 2'J (CA l ¢973)

&g d 1
Cx D.C.
e’ ¢
1)

--(‘u.

PO
C
g

In re Ba s et ai, 473 F.2a 1275, 177 us= 173 (;C;A 1973}
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- -bad or you overldcked‘something inadvértently;-a'note made‘at
the time of evaluéticn:might be an invaluable aid . ‘in explaining
th;ﬁ-yoﬁr mistgke-was~honest and excusable. It could help vou
recall and explain vour way ouct of a uIQWu'"fraU.f guesticon
later. '

It is probably s;ill'prematureJﬁoﬁdraw.final concinsions
concerning the cverall succeés of the‘néw rulea.3 Ths pr*h—
cipal test for their succass lles ln the reactions oL;the
courts. Most of the signs so faf poxnt to the successas. of *ne
rules. However, the 1977 Rules h;ve generaued various v;ewstcn
how and . the extegt:to_which the-new ruleS‘should-appiyf:fScma
of the questions.éné problems raised about the new. zules in ?u

(lj Should the Patsnt and Tradema;k'Off'ce cont1nu= to
evaluate or examine guestions of_pr;d:rpublic use and.sale,
inveﬁtorship and;dutyuof diséiosure? -Ifwso; hhat xlna oz
prpéeedings éhduld be utilized? Shou;& they be mora inter

partes in nature’ _$he Office has lcrg con51dered al1 Lhase

lssues. However, the frequency w1th wﬁ1cn thnse auestaous ar?
arlSLng has lncreased rapldlj 511ce *ne 197r Rules Changes
came into ehrect..‘: _ B 77‘7” 
(2} What can be done £O sneed up’ nrcceﬂclnﬁs‘iﬁ“fhg
Paténﬁ and Trnd,marﬁ Offlc= and aVOld exoenses éndrha?éﬁééﬁeht_
. of the aunllcant whﬂn pfOtESuS are file ? ?hls_is an area
widely_cpmmented upoa oy judgas,'appllcantéiaﬁ&jaiﬁdtﬁe;s.:Thé
. Office has already taken steps'té spéed up processing as mén—.

tioned, but more may be required.
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HEVIE R

'fidentval lnrormatlon S‘mbl

.undnr the duty. of d;5c1osura?im

-431; Wnat can ba dcne to nr=s=:ve in. conle ngca’, con-—

|.'i'

expunge sdcn‘anzorma ion from

examiner considers that it is

-ination.

1'e'-.r{g-t’h

These and ochor quasgloqs w111 11<=lg be dnoatnd in

"n ccnl months and’ years! ST &
g

The 1877 Rules wera yntéﬁaéd{eo1sﬁtangtben”:hezvéiiaitgq.

and agents

'I

:'and Thacemarx in ”this and; the
chancas that the rules will result in a helpful "ravolusion™

in pa;gnt*p:actica;WLll'béﬁgfé'
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10-22-79

Court Orders.and Denials of.. MStays"teof ‘Litigation®Pending:-
Patent and Trademark Qffice ConSLderatlon (1976 dateJ
coliected by the: USPTO T

1. "Stays“ Ordered

Bublished: = o i eremees coege e ae g
PIC Inc. v. DPrescon Corp., 195 UsPQ 525 (D. Del 19?7) o

Fisher Controls Co., Inc. v. Control Components, Ine,, .
196 'USPQ 817 {5.D. Towa 1977)" o

Alplne Englneerlng, Inc.; ¢. Automatiéd’ Bulldlng Components
Inc. BNA/PTCJ. 367: A~12 (S.D,:.Fla. 1978) .{Dismissed .a G
D.J. suit w1th order for patentee ‘to seek reissue in the
PTO) : . ‘L . o ce .

‘BMI Industries, Inc. wv. EA. Industries,: Inc., Civil..
Action No. A-C-77-87, BNA/PTCJ 369: A-10 (W.D. N.C. 1978}
(With dicta that if suit had not been dismissed proceedings
would have been stayed for PTO consideration)

Reynolds Metal Co. v. Aluminum Co. of America, BNA/PTCJ
375: (A-3) {N.D. Ind. 1978}

"Sauder Industries, Inc. v. Carborundum Co., 201 USPQ 240
(N.D. Ohio, 1978) - ' '

Rohm and Haas Co. v. Mobil 0il Corp. BNA/PTCJ 414: A-10
(D.Del. 1978) (With provision for limited dlscovery on
allegations of fraud for PTO benefit)

Lee~Boy Manufacturing Co., Inc. v. Puckett, BMNA/PTCJ 436:
A-16 (D. Ga. 1978) (Reissue ordered after discovery and
during wait for trial)

* Includes dismissals without prejucice
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- DrgandhsTeknikal BV, v
~ CLVIT - ACELION NOT B+715+213 " (B““Conn““i976; i

f@ﬁSundstrand ‘Corp.. V. D& Lallo et Al
8327 {ELDVNLYLS 1976) (Dismissed--sui

ﬁfAmérock -Corpsi

-Pioneer Parachute Co., Inc..v. Para-F
' “Action'No.76-0932(Du NIy 1978)

ﬁThenDowﬂChemical-Co.whv.cCosdén 01l
" ActiomNo: 1-75-4 (N:D. Tex. 19781

;

.Dynatron/Bondo: Corporation . v. Fibre .Glass=Evercoat.Co
Civil Action No. C~I=77=42"({D.C. S.D., Ohic, 1978) i

.o Uniform Product Code. Council, -Inc. v. Walter Kaslow;

I. "Stays" Ordered e snen Lo

Ungubllshed-

Flandets Filters, Inc. v Westinghousé Electrlchorp;“”ﬁ
Civil Action No. 75-1390 {(D.S.C. 1976) B 2 .

. Hoffrél . Idstriments) Tnes ek ai

before PTO in reissue application)

Komllne-Sanderson Englneerlng Corp. 7. Ingersoll Rand Co.,

Civil Actlon No. 74-264 (D, 'Del. 1977)

" Uhican Security- Systemsﬁ
Action No, 76-002-CIV-8 (E.D. N.C. 13979"

Thequntinental“Group,~Inc.mn. Reynolds. Me
Action No. 77-C=-2125 -(NiD:y~I11.-1978)"

Ciwvil Actlon No. 78 Civ{

'2373"(S;D} N.Y. 1978}

Beach Mfg Co. LAk
3121 (C.D., Calif. 1979)

Lee Pharméceuticals v. Den-Mat, Inc. et al, Civil Action
No. CV 75-2311-JWwC (C.D. Calif. 1979)

Qtto 2ollinger, Inc. v. Qualitex, Edward J. McBride, Jr.,
and Michael J. Matecki, Civil Action No. 76-0676 (D. New
Jersey, 19%78)

Xerox Corp. v. SCM Corp. v. Van Dyke Research Corp. et al,
CA 76-1880 (D.N.J. 1979) Judge Stern ordered stay and

-patentee to seek reissue of 9 patents.

T




“Stays" Ordered - Unpublished (Cont'diJ:%ﬂi“f"ﬁ”ﬁﬁr”

- Dynatron/Bondo Corporatlon V. Oatey Co., CA No.‘C 76 1158

~ (N.D. Ohio 1978)"

Broomall Industries, .Ing. .v. Nicolet Instrument Corp., C A.
No. C 77-2473-5.W. :(N.D, Calify [1979) S .

; Maschlnenfabrlk Sach GMBH, Mesta Machine Co. v. BWG Bergwerk—
“Und Walzwerk- Machlnenbau GMBH, A No. ES CIV 5103_(5 D‘_N Y.
1979 o . l” . 'ﬂ o -

K—Jack Englneerlng Co. et al v. Pete s Newsrack,-Inc., CA
~NO .. T7-3184<HP -(C. D Callf 1978) P A R :
‘Desmarals & Frere, Ltd. and Ry031 Shibata v. J. & M. Enterprlses

(U.5:4.), Incs ettaliuCA;No. 77 2342 CIV—WMH (S D.-Fla.w
187¢9) s o '

- Hanna Enterprlses, Inc. v. George A. Mllne CA No.‘75 0232
“{D.C. Hawa11 1977y ¢

Fas-Line-Sales & Reﬁtals, Inc. ¥. E=Z: Lay P;pe Corp. et al,
- CA No. CIV 77-1097-D (W.D. Okla. 19 -

‘Fas-Line Sales & Rentals, ‘Inci v.. Streamllne, et al CA No.

MO=77-CA-51  (W.D. Texas 19 )

_AMH: Ccrporatlon v. Sears Roebuck & Co, CA No. 76 0318 ...... (D R.I.
S 1978) o uE

vFoxboro”COI'v. Eastech, Inc et aly: CA No.\?? 0589 (D N J 1978)

Bally Manufacturlng Corp. VS Game Plan. Inc. and Astro -
GameyInc. CA: No.,79c 713 (N D. Ill 1979) :
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II. "Stays" Denied

Published:

‘General Tire -and ‘Rubber. Co. v Watson-Bowman Assoc1ates,
inc., 183 UsSpPQ 479 (D. Del. 1977)

Perkin=-Elmer Corp.- . Westlnghouse Electrlc Corp., BNA/PTCJ

376: a-11 {(E,D, N.Y. 1978)..

|
|
|
5
{
|
|
3
|

In re Certain Ceramic. Tile Setters, No., 337-TA-41, BNA/PTCJ
385: A-21 (Int'l Trade Comm. 1978}

" E.C.H. Will v. Freundlich-Gomez Machinery Corp., BNA/PTCJT

404: A-18 (s.D. N.¥. 1978)

- RCA Corp. v. Applied Digital Data Systems, Inc., 201 USPQ

451 (D.Del. 1979) denied stay wbere a patentee had not flled

4 reissue.

Bielomatik Leuze & Co. V. Southwest Tablet Mfg. Co., BNA/PTCJ
448:A-7 {N.D. Texas 1979) refused to order reissue.
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(B D. Tex. 1978)

II. "Stays" Denied

Unpublished

‘The vadic Corp. v. Universal. Data Systems, Civil Actlon No.
76-L=0884~5 -(N.D. Ala. 1977)e S e s

Control Con_lponents Vi Valtech ClVll Actlon No.: 77-—H—819
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REISSUE AND THIRD PARTY -PROTEST .—= A CORPORATE POINT OF VIEW

-, OUTLINE . -~

A. Patentee in better position as .reissue petitioner

. in PTO, than in Courts.
(1), Absent litigation, controls when reissue filed.

(2) Initiates interviews, appeals. .

(3) Able to amend claims to avoid prior. art, .
cover commercial. embodiments,. avoid: prior use

~and sale problems..

....putes than litigation respecting: infringement and
, y§l;dity,
-{3) . PTO ?egpervquippgd;and'que;willing;to consider
close technical questions, than Courts.

(6) Appeal can be had to the CCEAtwwhiChﬁis also mbre

willing to consider close. guestions.

H

B-. When. to Reissue .. ..
o ..:f1}). Prior to litigation or.licensing -- have maximum
Elexibility.. .

(2) - After filing suit for infringement.

. -203-
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(4)  Reissue.a.cheaper. and faster way of resolving dis- ' .



7.(3) "After Declaratory Judgment action filed.
{4) After Licensee repudiates license.
Note: 1In 2, 3 or 4, patentee may have no choice.
C. How to Reissue .
(1) Invite all interested parties.
(2} Take full advantage of the ability to amend.

(a) Identify commercial embodimerits.

(b) Review invention history to identify prior
use or-'sale, inventorship problems.
3. Protest .
A. 'Whether or ot to Participate
U (1) Participate where: - T
(a) .Reissue is incident to trial.
(b}" You have repudiéted“a’licenée.'
-{¢) You have a substantial interest in the
B outcome -- whether or not: invited in.
'(2T'7ﬁéh*t*péiticipétéﬁwhéfeTfﬁéié'iéﬂnbwihferest in
" the subject matter.
- B. ‘Consequences
{1) - Participation limited.
(2) If protest unsuccessful and patent is feiSSued,
:farguments4based‘on'pridf art are fﬁreclosed.
(3) Non-participation incréases likelihood of patentee's

success.
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(4)

What if a party with an interest in the outcome of
a reissue proceeding has relevant prior art, but

" does not participate, preferring to wait for trial

C. General Considerations

(1)
{2)

(3)
(4)

(5)

(6)

(7)

to cut Off'péfenteé's Abilify to'ameﬁa3"“

Protests must be timely submitted.

Copies of all documents must be served on the
applicant; if service is not possible, duplicates
must be filed in PTO so it ¢ah_attempt service.
Copies of all references must be filed.

Protest not limited to prior art -- can attack on .
basis of § 112 etc.

If possible, limit the issues to prior art, saving

fraud and other non-prior art issiies for Courts.

(1) PTO not really comfortablerwith fraud issues --
Why give the applicant an opportunity to
correct in the PTO a defect fatal in the Courts.
Request maximum participation.
(i) Copies of all papers
(ii) Attendance at interviews
(iii) Right to ﬁile briefs and orally argue at aépeals.
Where the reissue petitioner is also the piaintiff
in a lawsuit, it might be possible to cut off his

ability to amend.

©=205-



Where the relssue petltloner flles under 37 CFR )

§ l 175(a)(4) and amends th clalms,.lt mlght be
p0551ble to challenge the oath and force the appli-
cant to proceed under § l l75(a)(l), thus concedlng

" the 1nvalldlty or 1noperat1veness of the orlglnal

patent.
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. REISSUE AND .THIRD PARTY PROTEST -- A CORPORATE_POINT_QE'VIEW

... 1. . . INTRODUCTION

.On March .1, 1977,.certa1n rule changes relatlng to reissue

.angpxppgqtﬁpeca@gHgfﬁgct;vg,m These, rule -changes, a ;thqugp:

strategies to our patent practice.. This paper will attempt .

to- explore some of those strategies. . .
-:F%r?ttfspme:FEFkgreunée The Courts have been increasingly
cxiticél'qf,thﬁuquéiitxx°£geat¢nt5-issuing from the Patent Office.
Freguently, the Office was not considering the closest art during
:the-oxiginal prosecution of applications before it and there was

no effective mechanism for conducting a reexamination of patents

- once they had. been issued. . The problem was not limited to failure

of the examiner to find the closest U.S. patents,.but.included .. ... .

failure to.find relevant foreign patents. . It frequently happened
that the examination of corresponding. foreign:. patent applications
would uncover references more rele#ant than any that were cited
by the U. S. Patent Office. .If those references were uncovered
after the U.S. patent had issued, the patent; owner was faced with
the problem of curing this defect. = Some. practitioners: took to
using the reissue statute. 35 USC § 251, Reissue of Defective
Patents, states:. ..
- ."Whenever any patent.is, through: error without any -

deceptive intention, deemed wholly or partly inopera-

tive or invalid, by reason of a defective specification -

or drawing, or reason of the patentee claiming more or

less than he had a rlght to claim in the patent, the
Commissioner shall...®
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There were some Successes, bribf tofMa:ch4197f,'inqréiésuing
patents and citing new art that was not of rééofdliﬁrthe_originél E
Vv prosecution.’ It"waS'alleged in-the Reissﬁé'Oath”that,Tby virtue
of the failure of the Patent Office to consider the indicated
prior art 'reference, the patenteerhad;:br_ﬁAY:héve, clﬁimed”ﬁore
than he had’a right to claim in the patent. |

Use of such an artifice was tenuous at best and many
. practitioners maintained that in the absence of specific authority,
“the reissue statute could not be used in ‘this matter. The choice
' was between trying tc use reissue to cure a defect and &oing’{

‘“nothing. The attempt to'use’the:feiSBué statute waé“béttef than
Vﬁdoing nothiﬁg'at'alla‘

Under the old rulés, an applicant for reissue was reguired
to make a statement under ‘oath or declardtion:

(a) . “that he believed the original patent to be wholly

fOr*partly'indperative-or invalid, ¢

A{b)- Settingfforth reasons for fhis'beliéf;

(c) - specifying the errors relied on and how they arose

_ or cccurred, and
. {d) stating-that those exxors arose without any deceptive
intention.
While these may still form the basis for a reissde application,

they are no longer required. - The new rules add an additional basis:
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"When the applicant is“aware of prior art or other
information relevant to patentability, not prev;ously
-considered by the Office, which might cause the examiner
to deem the original patent wholly or partly inoperative
or “invalid,’ partlcularly specdifying such prior art’or
other information and requesting that if the examiner
so deems, the applicant be permitted to amend the
'm“patent and’ Bé“granted a reissue patent.", 37 CFR §
“L.175(a)(4) -

i rnaddition - to chapging the basis fbr'filihg'a reissue
“'application;‘the“rules'as'now'amenaed,:ﬁfovide'Ehat'all*feissue
T*éppliéations are open to public inspection and copying, "'
37 CFR'S 1.1i(b), and the filing of reissué applications is
“'an”énnbhncéd'infthé”bfficialzGézetfe;“3fbeRs§'l;ll(BY;'
The previous rules Felating to réiSsueufeqﬁiEé?éhaﬁathe'rsisshe

applications be handled in advahce of other applications. ' 'The

new rules specify ‘that examination cannot occur soonexr than

- two-months after the  announcement of f£iling’ in the Official "

‘Gazette, 37 CFR § 1. 176. The two month delay’ Pprovidés for the

ﬁ*flllng of protests by 1nterested members ‘of ‘the publlc. “The

BRI L RIS R A G ALY AT

'néw rulé recognizes the value of written protests in‘avaidihg:
““the"issuance of invalid patents. 37 CFR § 1.291(a) prov1des-;

“"protests against pendlng appllcatlons will be
_acknowledged and referred to the examiner having.
“charge of the subject matter involved. A piotest
_ .speclflcally identifying the application.to which = .
““the protest is directéd will be ehntered in the appli-
cation file and, if timely submitted and accompanied . . .
"‘by’a copy of each prior art document relied upon, will "
_be cons;dered by the examlner."

) Thus, not only w111 the Patent Offlce con51der prior art

pertalnlng to patentability developed by the examlner or, presented-
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by the applicant, it wxll also 1n approprlate c1rcumstances

xcon51der othe" 1nformat10n rele -to patenta l.l““

ts the‘attentxonrof the Patent Offlce bY anyone de51r1ng to

protest a relssue.“"b

While the ruleé;’hé*&ﬁéﬁéea;?&d“ﬁéﬁ égfiﬁeﬁwhat is meant

by a. “protest“ dt.is clear that a full scale opposition proceed-
.ing is not contemplated. . It is, however, the desire of. the Office
te 1ibers;i;epthe:rqleiplayeg bxiehpretester‘end.rtzis.possihle
for the protester to file papers rebutting statements made by
the aPPl??F“FF:?hﬁr?xgmi“eF*;iﬁ:@%ﬁ;ﬁ??ﬁ:@ti°“t-&?Y;F%QH?EF;Ehe
;r2£9ﬁsstsr;#Qﬂﬁvbmituéddiﬁienél-weittsﬁsinﬁoxmsFiPnu9thﬁ¥_9;97
vide extra time for comments by a protester to be filed. . . .

.. The procedure employed by the Patent Office in handling
a reissue application is, falrlysmple If.a reissue application
is filed as a result of new prior art with no.changes.in, the.claims
°,‘-”,,:E?ec??%??i?—%°§;-3,?“9g,t@,‘?.:ﬁ?ﬁéﬂiﬁ.@?. finds the claims patentable over
‘the new art, the application will be rejected as lacking statutory
basis;for reissue on the.besis that.the;statute,.BS USCQE:ZSl;does

not authorlze relssue of a. patent unless it is deemed wholly or

"partly lnoperatlve or 1nva11d._fi§,ﬁin the other hand, the claims

'Were;he;d nqt“to-bej;atentab;e,_t‘: epg;scsnt)hes&theur;ght to

submit“anqe@enemeﬁt overco ;hgrﬁﬁegreﬁegtién,i:A;sﬁeeessful

."amendment would result‘inzthé'issﬁenéé”ofithe¢EEissﬁé'éﬁplication'

. as’a patent on’ payment ‘OF the" necessary fees “End surrender of the

CTariginal” patent.
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2. REISSUE : oiiicnon (0000 w08l .
"“‘;M?hE;ﬁbiiitﬂthﬁrﬂissueQagpatent:in:proceedings in: the. s

Patent. and. Trademark: Office:places-the.patentee: in=a far better:

position:than he would.be:in the: Courts

Far and away,-the most-significant advantage: that:the: "

patentee enjoys is the.ability to:amend:the:cladims. - Ifriigs il

impqrtgnt”tq"keep’inwmind?thatvin;theiCeurtswthe'paﬁentee}is

in an allror-nothing posture.: If he:is successful and his:i -
P;tent;i$wfound4valid, he winsi: If-hig:patent isifound invalidy,
he loses. He does not have the.opportunity to;amenditbe;claiESﬂ
50.as to avoid. a defect or-to avoid:problems-with newly discovered
prior art.. In. the PTO, however, the .patentee is able ‘to amend:

his Clalms L& vy pleden oo in o Bhonil nEn

(a) avoid-priof art, - ormomin
(h)J:QVQid‘Priqr,use:andpsalchproblemsv%av
.{e) .. cover. the commercial embodiments. .
This ability to cure defects while at :the same: time:being™
able. to.cover: the commercial: embodiments'places ‘the rdigsue
_;petitioner. in. a. far morxe. advantageous position: thanhe would be''
. 1f he:were.in: the. Courts.;: Consider an-example. = Let:us-assame
thé;gﬁ:P@tehtjhas issued: with: two claims; a’composition: and a: "%
method;fgxépsipgqthewcompositioniwalso:aSsume5thatmthéfcbmpésifibn'

. .claim:defines. the composition:in moderately. broad'terms so that' '
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agsume further that a defecﬁ exists with respect to ‘a species,
species’ A; and: that- the commercially ‘significant embédiméht;is
species C. The defect can involve. prior att that discloses ‘the-
use of species A together with a'method&for”making?it;-or'théa-'
defect canwinvolve'the~fact~that”épeciES Aﬁanddifs use are
ltéinted-by having:been "on sale" in'the sense of 35 USC §7102." "
It is apparent that in the circumstance described above;
a Court:would invalidate the:patent. because there ‘would -b& no -
way\of;saving"the two:generic c¢laims.> In the Patent Office, °
howéver,=tﬁe“reissﬁe patentee stands on'a somewhit different
. ground. - He can amend and, assuming ‘that he “has support in the
specification}'Can present:a narrower géneric composition elaim’
and, importantly, can draft a claim solely to species C;  the
commercially significant embodiment. | '

As stated above,-this-ability:to -amend claimsis of
inestimable value to thapatentee,iéspecially#Whefé“the commercial
"émbodiments-are.known.:- 7 7 [ ' '

Other advantages: that -accrue to a.reissue petitioner in the
Patent and Trademark: Office include: the abiIity}&absént'litigation,
to control when: the reissue is filed, and”to‘cbntrol*mahyﬁbf*the'

_ proceedings in: the Patent Office: - For example, it is the-reissue
.applicant who,in?tiateSainterviews:andﬁwho4init£ateé*appeals*ahd

'the.reissuezpetitioner_iS'in5a"Position-to”invite5in*élliiﬁtéiééted

parties so as to maximize the effectiveness of the“reisSuelbrOCeedings.
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Another advantage relates to the prop051tlon that relssuer.

.15 a cheaper and faster way of resolvxng dlsputes than lltlgatlon

respectlng 1nfr1ngement and Valldlty._m:”m”

The Patent and Trademark Office represents a far frlendller

' tlons than the Courts.

Note that the Patent and Trademark Offlce w1ll eonsxder such

] secondary consmderatlons as long felt need, oommerclal success, eLc.

and also note that the Patent and Trademark Offlce never roqulrcd
synergism for patentability. .Slmt}a?1¥1.QPPe§l can be“hadrto_the
Court of Customs and_Patent“Appea;si whrch is also nore,nriling
andTbetterLab;e‘tokconsider cloee_qnestions:than the_gonrts.

In order Lo oontrol the proceedlngs and to have max;mum .

] £lex.1.ba.l;|.1..y, .‘LL .Lb dc.s:.rdblt_ Lo relssue prJ.or to l.l.L.l.gdLlOﬂ or. .
_dicensing. Flexibility ,L.Jgs._‘.Ama:s,lml‘z.fed_z,__and , if there are no_infring=.... ...

ers, the likelihcod of participation by a protestor is reduced. ..

Having all possible protestors invited tohparticipateiandlhaying
all their. comments considered while all possible prior art is. ..
presepted, and. having the P10 .allow all claims in.the reissue appli-

cation to sail through the Ratent Office untouched .is the ideal .

.situation.  In reality, however, a reissue petitioner is better.

off having all possible prior art presented-to the Patent Office:
without a protest. It must be kept in mind that the.goal is gettiné
the Patent Office .to consider and make. of record all.relevant prior

art, notably: prior art that was not considered during prosecution.
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It is not hecessary that all pOSSlble protesters voice the;r opin-
1ion.i If all the prlor art is of record in the relssue appllcatzon,‘
and some third party desxrous of challenglng the valldmty of the
?patentvdoes not have any art that was not consmdered, the presump—
-tlon of valldlty remalns undlsturbed ——-:lrrespectlve of whether

or not a protest has been flled. ihus, Lhc key elcment is hnv1ng

“a good, thorough search wade prlor to llcen51ng a patent and
icerta;nly prlor to lltlgatlng a patent.. More w111 be sald below
'about reissue in connectlon w1th lltlgatlon....l ' o B

Contlnulng on a theme of when “to re;ssue;hrefsSﬁe cah\be:
had ih'ccnhectiOn'with'aﬁlawsuit.écinterestinélj; there is a casa

whexé’thé Elaintiff,“after“filing suit fdf‘ihffingeméﬁéj filed a

be suspended pendxng the relssue, Fas—LLne Sales & Rental, Inc. v.

E-Z Lay Pipe Corp v iyspg | (DC'W.Okla., 1979) a4y BNA BTCF A6

(9~l3~79), there are ‘Gases where ‘fthe ‘defendant in' ‘an’ 1nfr1ngement

e T A T Ty e

‘SUlt has successfully moved “to ‘compel reissue Choat V. Rone'
“Industries USPQ (DC N. Ga., 1979) 447 BNA 'PTCT A2" (9 27-79),
and' cases' where a party has filed'a DeclaratorY'Judgment'Actzon R
demanding“that ‘the ‘defendant's pateht*be"reissue31 A1pineTEhéiheer-
ing, ‘Iric. v. Automatéd Building Components, Inc.  USPQ -
“"($.D. Flai; 1978) "367 BNAPTCJ A-12 (2-23-78).
‘What -emerges ‘from the cases; ‘is ‘that the ‘Courts are more =

‘than happy to send patents back to the PTO where the’ Patent Office
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expertmse can be put to work whzle the burden on the Courts 151

reduced. The advantages enumerated ln Fas—Llne are-'

“<éi” all’ prlor art in the case w1ll have flrst been

::Many dlscoveryrproblems relatlng to prlor ‘art can Thu
“'be alleviated by the PTO examlnatlon.r o
(¢) 1In the event the patent is 1nva11dated, the lawsult )
”jw1ll llkely be dlsmlssed.:v" '
{(d¢) The outcome of the reexamlnatlcn may encourage a
' gettlement without the further use of the Court.
U (e) the record of the ‘reexamination would llkely be

:'entered at trlal thereby reducxng the complexlty

':and length of the 1ltlgat10n.
”“”Tff“iissues, "défenses’ and ‘evidence will be more"ea51ly
limited in pre-trlal conferences after a reexamlnatlon.
7 (g) 'The cost will 11kely ‘e reduced ‘for both ‘the partles
7 and the'Court. T T e o
“Clearly, a Judge faced with ‘the poséibility of disposing of
a case Simply by stayiné"proeeedinée in the Court and shipping the
casé “back to-the'Patent”dffiéé"willftake'advantaée“ef"that'possi~
pility. = ‘ |
'Ancther’timé7fof’feissneris”after‘a:iiceneee'feénaiates

his license Because the underlying patent is invalid.’ ~In this

-215-
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clrcumstance,.the patentee has two chozces. Plrst, he can

evaluate the prlor art uncovered by the llcensee and, 1f not ;
prevmously consrdered by the Patent Offlce,’he can relssue the
patent, 1nv1t1ng the llcensee to partic;pate however he wxshes.
Thls has the advantage of belng faster and less expens;ve than
lrtlgatlng the paLent Alternatrvely,,howcvor, Lhc patantc
can flle surt for lnfrlngement and o _

(a) move to stay the prOCeedlngs and relssue the

. patent,_q e d T e e ‘ . o

”{t)_ﬂhope that the defendant moves to compel relssue, or

-(cj_lreszst relssue and attempt to proceed ln the Court.‘
.ThlS latter taCth w111 probably be successful only 1f the prior
art uncovered by the llcensee was elther prev10usly considered
by the Patent Offlce or is very obv;ously no. better than. what
'_the Patent Offlce prev1ously cons;dered.,_'
oot The key to relssue,_lt must. not be forgotten, 1s to get
Call of the relevant art before the Patent Offlce. _ihus, it is
;mperatrvekthat a thorongh search berdone to be certain that all
_of the prior art bearing on the patent claims is presented:

“___Wnere_there:are identified intereeted parties, .for example

a licensee who has repudiated his license, or a known infringer,
they should be invited to participate.. Participation by .inter-
‘ested parties. is of 1355:?WPQFF?nceutha“ being certain that.

all of the relevant art is presented to the Patent Office.
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Finally, take full advantage of the opportunity to amend
which is-of trémendous value to ‘the paténtee. In this' connection:
{a) . identify the ‘commercial ‘embodiments and ‘be certain~

* that there are present narrow claims that cover the

“Gommercial émbodiments, and .
“(b) review thoroughly the’ invention history to 'i'deh't"i‘fy'
prior uSefdr-sale‘prbbiemsfor*inventorshiﬁ“broblemsﬁ
which can all be‘corrected during the reissue =
“proceedings: This: aspect is espééiail&‘impOrtaht*.
whére there is current litigation or a-high likelihood
of litigation, as'where a licersee¢ has repudiated the

patent.
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3. ... BPROTEST. ... ... -.--

... Whether or not to participate is, of .gourse, the initial

manner, the choice will be to not participate where there is no
interest in the subject matter and. to. participate where there is.
a.substantial .interest, in the outcome; whethexr.ox not invited in.

Where reissue .is incident to.trial,, there will -automatically be

-a\proteqp[“;Hhe;g,rgissue;is-a:pgnsequenqe;of.haying repudiated
a 1icense,ﬁph9;;iqen§9e‘again,will:have ne.choice . but to partici-
:”péteﬂR:Fingl}y, asIindicg;ed:aboye,ywhereJthere:ié:a substantial
g.iptg;est;;nk;heJquygpme,dprote5t1ishalmgst_autpmatic because of

the conseguences of not participating.

It must be remembered that protest is not an inter partes
proceeding; rather, the Patent Office has repeatedly emphasized
that protest is an addendum to what remains an ex paxte proceeding.

If the protest is unsuccessful and the patent is reissued,

“subsequent arguments based on the prioxr art considered by the

examiner are foreclosed. In this connection, it should be noted

that the likelihood of succeeding with an argument based on prior
art that hds been considered by the reissue examiner is about nil,
ixrespective of whefher or not there h&s been participation in

the Patent Officg proceedings. Non participation, however;
increases the likelihood of the patentee's success since there is

ne one to rebut or challenge the patentee's position.
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i'What If a’party With an-intérést in the Gutcome of’a’

reissue proceéding has rélevant pricr art but does not participate,

preferrmng to wait Eor” trlal so'as t6 clut off ‘the patentee s

‘ability o amend? “On “the one- hand, ‘there 'is somethlng dlstasteful

: S VRIS VR P SIS S M 13k
e i)

ABGUE a'party“not‘actlng'When“there”ls"azduty“to‘act;'xt COuld be
argued that such party ‘should ‘bé ‘estopped ‘from urging invalidity
on the*bé§1é"bfréhéh'ﬁribfwarffﬁ“Oﬁlfhe36EHEf“ﬁandf there is the

qtrong public policy in considering'éifuféievéﬁfJaff"ﬁﬁﬁiﬁﬁfbve

* the ‘quality and*réliEBiiiéj*efibeteﬁféli:if“ie-iikely that a Court

wiIl‘ﬂbt”téfﬁSé‘%b;Eﬁﬁéiaerfahy'éft;: The equ;table thlng is to
suspend trial and order a’ second remssue."”
“A'similar consideration would probably apply if the party

aid not, during ‘the’ reissue procéedings, havé an intérest in the

outcome”'and; “at’a later timé, attempted to’ introduce relevant. ... .

prior art never previously considered.

" 'A. “GENERAL CONSIDERATIONS =

YA "protest must be timely eﬁﬂﬁittédixéﬁiéﬁﬂaéubéen

Held to ‘mean-beforé final' Tejection™ or allowance by the examlner.
The - protest ‘Hust Be filed early in order’ to insure’ cons;deratlon,

the Patént Offide hHas indicated that considerdtion after final

'rejectidn*br-éiIdWanée*willrdeééhd“dﬂ'thé“ﬁéié&aﬁee of ‘the art and

“‘the point inm time of ity submission. Where a reissue appllcatlon

has been filed, it will not be acted upon soonef than two months

after it has been announced in the Qfficial Gazette s0. that a
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protester has two months afterjannouncement.in,the Cfficial
‘ﬂaGa;etteJte file the protest. This period can be extended.
... .. .2. Copies of all documents must be.served on the.
- app;icatt, the_patentee,fthe_atthney or agent where possible;

Af service is not possible, documents must be submitted in. .

. duplicate so the PTO can attempt service.n“.

_ .3._ Coples of all references relled upon must be

‘lncluded w1th the protest. . '

- ___4{_ Protest is not limited to prior art. It Should'
‘be remembered that lt is posslble to attack ‘the. claims on the

basis of 35 USC § 101 and 35 USC§ 112.

| .. .. 2+ -1E possible, limit the issues to prior. art,
deaving fraud and other non-prior art issues for the Courts.
The PTO is not really comfortable with fraud issues. and there
is no teason-to give the aép;;qant_ag,pppo:tugity to ,correct in

the PTO a defect that might prove fatal -in the Courts. 1f there

'w¢1s no ev1dence of fraud, don t allege lt., If dlscovery has been” -

) suspended pendlng the relssue proceedlngs, so be it,  If there
are issues of fraud that emerge at a later date, . if there are
.iseues.of priognpse or eale_thatﬁemexgegaﬁter reissue during. .
discovery, tﬁequtegtee will pot be able to amend his claims to
7_ delete the talnted portlon whlle attemptlng to cover the commer-

czal embodxments,
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.6. . Request maximum participation. This :includes. :
. tequesting.copies. of all papers,.requesting;the right to attend. -
all interviews and-requesting the right to file briefs and orally

~

argue at appeals.K.Thisnalso.includes.filingurebuttal;documents'

"win“response%tomallﬁofwthenapplicanteswpape,53'
7. Where the reissue petitioner 'is alsc the plaintiff..

in a lawsuit, it might be possible to cut off his~ability to anend

: hg.s claims.. Consider Fas-Line, where the :patentee 'had filed 'ai-

complaint- alleging.infringement-and, after the defendant answered

alleging- non-infringement, patent invalidity and patent unenforxce-

7 ability because of misuse;- the patentee-filed:for reissue and moved-

to stay the proceedlngs in Court. Here, the plalntlff has gained

an lmportant advantage-——- the ablllty to redraft and amend his

clalms wzth knowledge of what coverage he needs in_ order to w1n._

”The protestermmlght be successful ln argulng that the patentee be
held to an all—or—nothlng standard in the reissue proceedlngs.

It mlght ‘be possmble to convxnce a Court that a reissue petltloner,
4who is also a plalntlff in a lawsult, is under an afflrmatlve'
duty to conduct a search for patents bearlng on the valldlty of _.
the patent in sult and that relssue should have been had before .
suit was begun, once sult has commenced, the patentee should not
be placed in a better p051t10n 1n the Patent Offlce that ‘he would
be in the Court. The same argument might be made where evzdence.

of fraud or piior use and sale is uncovered during discovery and
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the patentee at that point-attempts te'reissue “his patent to
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cure«the defect. It seems ‘appropriate for ‘the defendant to argué
thatxthé'patentee‘oughtlnot to have the ‘ability to amend his'
¢laims and that a reissue petitioner wlo is also the plaintiff -
in an infringement suit is under ‘an affirmative duty to-locate

. and present evidence of fraud, prior/use: and''sale, étc.

8. . Where the:reissue petitioner files under 35 USC §
1.175(a){4) and amends his'claims, it might be possible to c¢hallenge
the oath and force the applicant to proceed under §-1.175{a}{Ly,"
where he:must concede the invalidity or inoperativeness of the
.original patent. :Note that §/1.175({(a)(4) is new'and states: -

-¢"When-thefapplicant'is aware of priori-art or other
- infermation relevant to patentability, not previously
ulconsidered- by the 0ffice which might'cause-thié examiner
to deem the original patent wholly or partly 1nopera~
tiveor -invalid; ‘particularly specifying*such prior-
art or other information and requestlng that if the

. examiner<so deems, the appllcant 'be permitted to amend ;f
_the patent and be granted a relssue patent 2 '

. If the relssue appllcant flles under thls part.
‘but amends the clalms, the amendment to the Clalms 1s a recognatton
' that the art does 1n fact 1nvalldate the clalms and 1t mlght be of
some value, partlcularly ;n lltlgatlon or where a llcensee has
repudlated hls llcense on the basxs of prlor art to force the  tl

relssue pet;tloner to concede that the clalms Ln hls patent where

wholly or partly lnvalld. “
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Criteria for Judgment of "Novelty of an Invention

-Mainly in:view 'of recent court decisions-

'Sﬁmmarz

Thé Japahese Péteﬁt Law provides the criteria for
judgment of novelty in Article 29, paragraph- 1, items 1
to 3. This report introduces the past academic doctrines
and court decisions relating to problems involved in
such criteria and considers recent significant court
decisions. Thé baéic:concéé£s iﬁlpast academic doctrines
and court'decis;bﬁé.gfili"live in fééent cQurt“decisions.

Thié répért inéiu&es the follawinglsignificant court
decisions.

"Grinder" case appearing in paragraph III-1-(2)-(D):
The Japanese Patent Office has revised its examination
standard based on this court decision.

Cases of "West German Specification” and "Belgian
Specification“ appearing in paragraphs II;-J—(2~1) and
VIII-3-(2-2), rés?ecfiﬁely;.Théséxcsurt deéiéions show
the situations under whidhzé_patéhf %pgcification laia
open for public iﬁéﬁectioﬁ.in a.foreigﬁ coﬁntry is

treated as "a publication distributed.”
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. griteria for Judgment of "Novelty of an Invéntion"™

‘-Mainly in view of recent court décisions-— !

‘Committee #1 (Japanese Group)
-Group  R TR -
Chairman: Yoshiyasu Takahashi:

.WMMMWMMMNMHMMWNW5peakerw;mwxoshiyasuQTakahashim

I. Introduction

It is my great pleasure tc speak to you as a.

representative of our seven-member study. group..

Novelty is the moét.important requirement for the
granf of a patént dn'aﬁ”inveﬁtion."fherenhaveiﬁéén.a'
lot of arguments about the novelty of an. invention-for
a long time, and the criteria for its judgment. and the ..
interpretation.and.implementation.of.these criteria. i
change with time iﬁ accordance with the development;§f~”

technology and the progress of communication media.

Under these circumstances, our study group has made
a study of the criteria for judgment of the novelty of
an invention in Japan mainly with respect to recent

relevant court decisions.

In this report, we are going to explain the criteria

for judgment of novelty as stipulated in the items of
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Article. 29, paragraph 1l of.the Japanese Patent Law, .and
the problems involved.therein., :We will.then.introduce
the past academic doctrlnes and court decisions relatlng
to those problems,land take up- recent court decisions

for consideration.,”

Although this report chiefly dlscusses the "novelty
of an invention™ under the Patent Law, the dlscu551on
is also applicable to the "novelty of a device" under

the Utility Model Law.

II. Criteria for Judgment of Novelty of an Invention

_ l.i"The‘criteria for novelty judgménffaréfdefinedﬁinf
Article 29, paragraph’ 1 itéms 1 t& 3'0f the Patént’ -
Law. - Namely, inventiOnSTexcept'theVfollowing-afe‘deemed
novel. i

(1) It‘em. .1":. An- -i—nven'tiOn publiely."kn.'qwﬁ".:-:.i.nf'_?Ja.Pen---p.r.i(')if"i
to a patent appllcatlon- _ _

(2) Item 2 aAn lnventlon_pebl?e}&leorkeq_ipuJapah_é:ior
-tora patent appllcat10n;nenariii : o - A ”
(3) Item 3: An 1nventlon.descr1bed 1n a publlcatlon_; i;

distributed in Japan or a forelgn country prior to a

' “patent application.
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However, these criteria for: judgment.involve .a.. ..
number.of problems in their interpretation.and.imple-. .

mentation.

2. The main.problems, involved.in.the eriteria. for

_Miﬁégmgatqugwégmﬁgllgwsammmmm;wMﬁ_wﬁmmwwmew,da;g.uk,...,‘:.ggﬁ;mg

(1) The term "publicly known" in item 1;
(2y ‘The. term-—PUb1101y w0rked"'1n ifem 2"ahai

(3) The term "a publlcatlon ‘distributed” in item 3.

We will nOW<introduce~the-past-academic‘doctrines-

and court dec151ons together with recent.court decisions

‘in connectlon w1th each of these problems. J_"

III. Past" Academlc Doctrinés and ‘Codrt Decisiong and

:i“Recent Court Dec1510ns Relatlng to the Aforel”"”mﬂwm”"“”””““”

;mentloned Problems

_:lmwf,What.does the . term. "publicly known" -mean?..

(1) 'Past Doctrines and Court Decisions

* “n invéntion is considered to be "publicly known"
if it is accessible by persons who do not have aﬁj:'“
obligation to keep the invention;sgcret~(hereinafter32~'

called "nonecbligatory . persons")..-Namely, the.term:

"publicly known" implies "accessibility * by nonobligatory
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persons.” In other words, a particular invention is

considered to be publicly known if it 'is not kept in =

confidence, but of the public nature.

The Japanese Patent Office also adopts this

principle.

For example, inventions embodied or described in

machines, drawings, reports, Specificatiqns_or the like
located in a place to which nonobligatory persons have
free access, are considered to be publicly known.

In the case of "Ultraviolet sterilizers," the court
held that "since the remarks filed in the Patent

Office during the prosecution of another patent
application was accessible by a third party after
the publication of that application, the content of
the remarks is considered to have become pﬁbiicly 17

o : * !
known upon such publication of the application." D i

'As opposed to the foregoing opinion of the majority,
a minority opinion argues that there must be "actual

public knowledge" rather than mere accessibility by the

public.

{2} Recent Court Decision

' Case of "Machiné for Counting the Number of Balls'

in a Pachinko Game"

~228—
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Tokyo High Court Showa 47 (gyo-ke) No.124,

Case of Cancellation of Invalidation Decision in
Trial for Invalidating Utility Model Right,
Decision dated. January 20, 1976

A. Outline of the Case

A aésigh having the same subject as that of a
utility model right had been registed in the;Japanése
Patent Office on November 13, 1962 before the utility.
mq@el,registfation application was filed on February 20,
1963, . However,. the official design gazette containing
this registered.design wasniésued only on August 7, 1%63,
that-is, .after thé‘date-of the utility model -registration

application.

design registered wutility model  ‘deésign issued :
T appln. filed - l e

Nov.13,1962  Feb,20,1963 Aug.7,1963

The .court held that "in accordance with Article 63,
bf:the;Degign_Law,-anybody;wasqfree;to‘inspect_the.-
registered design after the date of ‘its. registration; - .-
it.was therefore at the time‘of,registration:that the
registered design became publicly known;:.and the subject.

of the utility model right had been publicly known .
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before the date of the utility model registration..

application. "
This case was not appealed to the Supreme Court.

B. Plaintiff's Assertion

No thirdfperson;canfkhow*thE'presehcé*of thé
registered: design and-its registration number Until’
afterfthe-offibial“deSign‘gazettewié‘publishéaﬁ14NameiY}7
no. third person is:free' to inspect the tegistered- design”
at the time of registration because he does not know
thé3fegistratibn“number;”FThéréfore,'the'redistered4
design’does’ not make’ the'subject of the utility'model

right publicly known.

c. Reasons for Court Dec151on

As the reglstered de51gns are recorded consecutlve—
1y in-the orlglnal reglster of the de51gn rlghts, the o
TdWher of any other reglstered de51gn or any person
intérestéd in the présént régisteréd désign is-“in’a’
-position: to’know theé presence ‘of the present reégistéred
design when he inspects thé oridinal régister. Further,’
as the officials of the Patent Office are not obligated
to keep any registered design confidential, ‘anybody can’

£find out.the number of any registered design ‘from a'-
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Patent Office officialiinee it

Thle dec151on supported the trlal de0151on of the

Patent Offlce. ',

D. - Recent: Court Decislon Contrary to the Forego;ng

De0151on

o The :foregoing case wasiconcderned:. with ‘the field :

of the Utility Model Law. However, there was a contrary
court decision in the field of the Design Law“tecently,
in Aprily: 1979, Holdifig:that "it was not at: the ‘time of
‘registration:, ‘but at the timeiof official gazette
publication ‘that a registered design became publicly

. *
known" {the “Grinder“HCase'zx):

not appeal to the Supreme Court.

The grounds' for ‘this-court decision were 'as follows:

'+ The Patent 0ffice does not:provide any means for
informing ‘any: third party of the detdils of a design i
right, such as design registration number and design’
draw1ngs, prlor to the publlcatlon of the off1c1al
gazette.‘ Accordlngly, there 15 in fact scarcely any
means for 1nspect1ng the orlglnal de51gn reglster prlor

to the OfflClal gazette publlcatlon.m‘

—-231=-
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Thus, even if a third pafty can, by .accident or
by resortlng to a spe01al expedlent, find out the
reglstratlon number of an unpubllshed reglstered de51gn,
such an accidental or exceptional 51tuatlon cannot be
ttaken_into-accoﬁnt to concludeﬁthat Fa-regis;ered
design becomes publicly known with its registration

even before the publication of the official gazette."
" E. Discussion

{a) The former of the foregoing two cases is concerned
with the Utility Model Law, while the latter relates to

the Design: Law. However, the two cases are entirely

the same, inasmuch as they”both arque;aboﬁt-the time
"when a reglstered de51gn becomes publlcly known
Follow1ng the dec151on ln ‘the "Grlnder case, the
Patent Office revised its examlnatlon standard in July
..1979 to the effect that "a registered design is not
considered publicly known until -its official gazette is

published."  We must keep this change in mind in our

practice.

(b} An 1nventlon whlch is acce551ble only by persons N
' hav1ng spec1al relatlons to that 1nvent10n, or only

under acc;dental c1rcumstances, cannot be con51dered

to be "publicly known.” Such an invention becomes
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"publicly known" only: when:it-becomes " actually
acce551ble"by nonobllgatory persons.'“Thé iﬂvenﬁioﬁ must,
of course, be 1nterpreted to have become “publlcly known"

if a thlrd:partyghas;actually known 1t,even¢by"acc1dentm_

SRR 1) o ¥~ J udgment.- of-the-court-—in-the -LGrinder™ - Qag @ s s

is considered to be proper.

2. What does the terﬁ'“pﬁbiiciy Worked"”mean?

(l) Past Doctrines and Court Dec1sroﬁe-

The term "publlcly worked" refers to an.lnventlon
maéé, used sold, or otherW1se worked under the 51tuat10n
in Whlch a thlrd person or persons haV1ng no obllgatlon
to keep lt in confldence can know the 1nvent10n.J“It:
:_does not matter whether the 1nventlon has actuallyl.”
become known, or not. It does not matter, either, how
many persons have known it, or how often it has been

practiced;

Fer-example;'i%}a“predueg'empeaiiﬁﬁ_eﬁiinvention
has been "sold," the invention is intergreted to_heve'
been pub%icly_worke@_pnleee_there ere eﬁeerai'eireﬁm-
stences, einee e_rhird person or persons are iq a

position to know it.



~iIn;:the case of :"Farming-plows," the:court-held
. that "the invention. had been publlcly worked, |

"because the farmlng plow 1n questlon had been used
Egln the presence of many general V151t0rs durlng a
L ciicourseof rstudy ontdry i fieldtfagming: invan -agricul-
tural experiment station." *3)

{2) Recent Court Decisions

{2-1) Case of "Constructlon apparatus
Supreme Court Showa 49 (gyo—tsu) No 84
Decision dated June 12 1975

ThlS lS a case 1n whlch the Supreme Court approved
lthe dlClSlon of the Tokyo ngh Court and dlsmlssed the
w:appeal of the plalntlff (appllcant) _ The follow1ng
explanatlon 15 concerned Wlth the Tohyo ngh Court s 1~

judgment of the 1nventlon 1n questlon as_ publlcly ‘

worked *

Tokyo ngh Court Showa 43 (gyo—ke) No. 67

Case of Cancellation of Rejection De01510n 1n'
Trial agalnst Determlnatlon of Rejectlon,
‘Decision dated June 18, ig7a

A. Gutline of the Case

“The plaintiff builf a house "eoiiprising specially
structured §Aﬁe1§”ﬁade Of reinforced concrete and

" secured together by bolts" on a trial basis in =~
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acgordance with :its trial ;construction andireseach o

contract . with the-Japan Housing::Corporation. - After
completion 0f the research: and test, it -assigned the =7/

house .to the Corporation“for use.as a residence for . .-

The house was then"

offlclals of the: Corporat10n.~

actually 1n“,se as a_re51dence by ‘a Corporatlon

cfficial. .

About'fiGe mdﬂtﬁeheftefhihe"essignmehf,.the plain-

tiff filed a patent application for aninvention: =~
concerning . this-house under the title: of "Construction

;apgaratus;for;a%wall—typeTbuildingyStfuCture;“ﬁ

The court held that the use of the house constltuted

the ' publlc worklng 'of the 1nvent10n.ﬁ

~wB.-Plaintiff's Assertion: :-

c:Even if the trial-house had passeduthefteéﬁs‘in?nf-\

5. respect.of-construction;  durability;:vibration resigt-"

ance.or the like, it was still nécessary toexamine its"
suitabiliﬁyﬁasﬁaudwellingnhoﬁeeufor human:sbeings. =

Accordingl;_Y::_: the Housing:Corporation:which was a party "

to. the contract had:one of:its officials 1ive in.that
house inaorder1t0ﬁexemine@itscsuitabilityﬁaS‘a’ﬂﬂ

residence. ;Thus; the Corporation'stobligdtioh to maintain
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secrecy remained in force even after the expiration-of-
the research contract. Further, the essential part of
the present invention was. covered by the ‘thick concrete
wall during the construction of the house, “so that the
invention: could not~have‘been"recognized‘uhless the house
had been :destroyed. 2nd in-fact, the building was not-
aestroyed. Therefore, the use of the house did not:’

constitute the public working of the invention.

-.C. Reasons; for Court Decision .

. After - the expiration of the trial construction and-

. research contract, the paintiff furnished the Corporation
Vwith the data acquired from the tests and the like,
éga“ﬁransferfeéu£héﬁowhér§hip 6% %ﬁé;ﬁoﬁ;é_iﬁ‘qugstion _
to the Corporation; .The.ﬁdﬁse ﬁaézactuéiif.used. In’
view of these facﬁs, it is COnsiﬁéred that: the cooperative
relatiohship‘betweEn.the two parties-and the Corporation's
rmbbliééfion;to ﬁaiﬁtain-seérecylhad-élréé6f béeﬁt£ermihated.
After the-house was assigned to the Corporation, the -
Corporation was free to?explainjtheistructure*bf’the'"
house and the method:of'constructing:it in response to

an inquiry from any third party. -~ The'plaintiff had no -
reason any lenger for raising an cobjection ‘to'such a

disclosure by the Corporation.. .A third person who wants
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to know .details of.the‘inventionnhas only to.ask the
Corporation jor,an_exp}agation,wand does not_need'to_‘
destroy.the house and_examine.its_constructiog,;:Theyé—:d'
fore, the present invention is considered to have been

"publicly workeaﬁ when the house was_assigned and put .

D. Discussion

{a) In the present case, the essential part of‘the
invention had been covered by the concrete wall, and:
could not be ‘recognized unless the wall was: destroyed.

And in fact, the wall was not destroyed.

If these were all the Ffacts to be considered in

the present case, the court may not have concluded that

-the invention-was..publicly. worked. . But . as -mentioned . i
before, the court toéok the whole environment of the
present case into éoﬂéidéfafioﬁ, and concluded that "the

Corporation could have explained the method of ¢onstruc-

tion in response to an inguiry from a third party without

deStbeiﬁg'Ehé.hduse;fﬂ

gThis_judgment,of_thg,cqurt.is éonsidered_to”be_.

proper.

-237-
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(b) é”&hehpléintiff woiild ‘have” Béen able to'obtaina’ ~
pateht if&itﬁﬁédEréQueeted?tﬁe*béﬁéfit“bf"“éxéeptiéﬁ**““
to 1088 of novelty" as pIOVlded in Articie 30 Y of the
. Patent” Law when it filed the patent application.”

The plaintiff should 'have'made such request, but the
request was never filed apparently because the plaintiff
did not consider that the invention had been publlcly

worked."

(2-2)  "Buckle" Case
TiorTokyo High Court Showa. 50 (gyo-ke).No,59,:-.
Case of Cancellatlon of Invalldatlon Dec151on in
Trial for Invalldatlng Utlllty Model nght, :
--PDecision dated February 22, 1379

Outllne of the Case

At “buckle for a safety belt for a worket on.a pole
Raving the same construction as the device forming the
subject matter of a utlllty model rlght had been | h
descrlbed 1n the spec1flcatlons and standard manuale
‘furnlshed to the users of the buckle such as, electrlc'
power companies prior to the appllcatlon for a utllltyri

model registration.

The ‘court ‘held that the ‘evidénces suck as’ specifi-
cations and standard manuals contained the relevant

technical matters which had already been publicly
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worked at the. time of preparation of such papers.. . .. -

e A sk S e,

The case has been appealed to and in litigation

before the Supreme Court.

B. Assertion of Defendant {Owner of the UtilifY‘Mbdei*

I
. The specifications, standard manuals, etc. are. . . ...
papers to.be agreed upon between.the defendant.and the .

users of the products, .-and the preparation of .such . ...

papers does not necessarily mean the manufacture and
delivery -of :the-products. . Further, these ppapers contain
_only outline drawings of the buckle, and do not .contain .

any descrlptlon of the detalled constructlon and relevant

advantages of the dev1ce.3 Accordlngly, the 1nvent10n

C. Reasons .for Court Decision . .

Generally, when a user issues large orders.for.a ...,
part:.cular product repeatedly or success:.vely, he
chooses what he conSLders best among the 51mllar products
already in public manufacture, sale or use. “The”sﬁeoifioa—
tions,etc, are ugually,prepéred hased.on\euoh a choice
of the.ueer,;and;thereforencontain,teohnical matters

already .publicly worked. .. A review.of the other evidences

~239-
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of record in the present litigation' indicates that such .
business practice also prevails in almost all of the

cases in the buckle industry.
D. Discussion

(a) The specifications and standard manuals are papers
prepared by manufacturers‘to-duly inform their customers,
such as electric power companies, of the material, con-
struction “and other technical particuldars of the product.
Accordingly, the-mere-preparatioﬁ'of“thesefpapers cannot:
be interpreted to cohstitute‘the *public working” of -

any invention involved.

But at least in the industry of the “buckies“ wirh--
Whlch this case is concerned, the preparatzon of the
specifications and standard manuals appeared to be usual-
ly based on the excellent product selected frcmeamong*

what had'éctuellf-ceenrused.

Under these C1rcumstances, the judgment of the court

appears to be proper.

(b} In order to assert the "public working" of an inven--
tion, ‘it is ‘necessary to provide a showing of “"when,

where and how such working was made." In the Buckle
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§ ' case’;- the court . reached.its conclusion-after taking into
account the contents of the specifications, etc. and

the pifCﬁmstagces yhiéﬁ Héd.pf¢vai;ed in,thé,bUC3161-

industry when.the:standard manual:in. question was: .

formulated. -

s

3, What does the term "publication distributed” ‘mean?

{1) Past Doctrines and Court Decisions -

{a) Meaning of the "Publication®’

The “pﬁpligatigﬁflyégns_a ¥e§rbducﬁiéﬁ.d§ é é9cu—
ment, drawing, photograph:or:the. like which is: intended
for public inspection. Accordingly, a document ; “Stc.

distributed for inspection among onlY~afs§ééifichéngéV

the secrecy of such a ‘document, is not a "publication.™

(b) Meaning of the "Di$t¥ibUtiOD" 7

. The “distributiqn“ Qf_a.publicggion”means‘mékingr
it readylﬁo;_inspegtign_py nonobliggtorylpersonsr_ A
pub;ication_disp;ayeé,in a_bqok_sto;e,vgx_quekrgady:; .
for_ipspgc?ion_in:a“libra;y agmitting.thg:ggngra; Qgp;ic,,

is considered to have been"distributed."

-241—
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+.Inithe+*Stuck:sheet" case; the:court. concluded::
that "a, dlstrlbuted publlcatlon was._a. publxcatlonyim;
of which the content was avallable to the generai. N
publlc“and ‘that "the céntent of the llterature in "
gquestion-could,: therefore; be" properly’ considered i .
'to have become available to the general publlc On..
the same day when it had been received by the Nation-

*4)

alfD;etﬁg;b:a;yg N Ty
(2) Recent Court Decisions. .

{2-1) "West German Specmflcetlon" Case
Tokyo High Court Shows 50 (gyo-ke) No 78
‘Case of Cancellatlon of Rejectlon Dec1510n in
. Trial:against Determination ‘of Rejection, .
,Dec151on dated March .9,.1978

A. Outllne of the Case

The .German spec1f1catlon of 2, reglstered utlllty
model:had_heenﬂlalg open_to pth;c_;nepect}onﬁatwtheﬁ, s
German Patent Offlce before the date on which the present
-patent appllcatlon was flled in’ Japan.{ The German wt
specifieatioﬁﬁdeECfibed'a;teéhhiéal EﬁbjEEtfﬁatterxwhich
was similar to the ‘inventidn of tﬁeﬁﬁreeeht”pateht“ﬁ'“
‘applicatfeh.E Moreover, coples of the German spec1flcatlon
" had been madé ‘several- tlmes at the German Patent Offlce o
for a famous German iﬁfdfﬁatiéﬂbcéﬁﬁanf‘Sefefejthe‘SC?JJJ*

‘date of the present Japanese patent application.
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At P i Y A

. The .court held that the copies of the specification
obtained by the German information company were .. .. .
"publications."

The_p;aintifftaecepteﬂethie:equrt;gecieionﬁahaydidﬁ

ot file- an-appeal-to-the- Sup-reme B o b o, o

B. Plaintiff'é'ASserfidns-

“In order for a plece of llterature to be called a
publlcatlon," 1t is necessary. that the date of Ats
publication and its publishers be clearly identifiable, .

and that a plurality of . copies offthe‘ﬁext be .printed

or reproduced, and published, and positively distributed
by the ppp;ieherezf.The;efpret,the_afq;emeptipned copies

of the specification are mot "publications.”

C. Reasons fbr'Cdurﬁ‘DéciSiOn' v

The communlcatlon of 1nformatlon to the publlc may
either be effected by prlntlng a plurallty of coples of
documents, etc. and dlstrlbutlng ‘them p051tlvely, or may
also be carrled out by maklng ‘and dellverlng a requlred
number .of fﬁ?roductiPHS;bY a.camera .or a .copying machine

in accordance with each specific order only when.requested.

- In the present case, .copies of the specification in

question had actually been delivered to the German. .
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information company several times prior to the date of

the present patent application.

Accordingly, the copies obtained by the German

information company are considered "publications."
: P :

(2-2) "“Belgian Specification“ Case
Tokyo High Court Showa 50 (gyo-ke) No.97, .
Case of Cancellation of Réjeétibn.Decisioﬁ.in
Trial against Determination of Regectlon, '
Decision dated October 30, 1978 '

A; Outline of the Case

“'A laid-open‘Belgian patent specification had o
already been open to public inspection at the Belgian
Patent Office ‘before the date*df priority ‘claimed in-
the present Japanese patent application. The Belgian
specification disclosed the same invention as that of
the present patent applicatiog._ Thefetwaé; hpwe§é£;”

”ﬁé évidence showing that a copy"of fhe laia—opeﬁ
'_Belglan patent specification had been dlstrlbuted to a

thlrd person prlor to the aforementloned prlorlty date.'

The court held that "the laid-open Beldian patent

specification was not considered a publication,™

The Patent Office accepted this court decision and

did not file an appeal to the Supreme Court.
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B. Assertion of. Defendant (Director-General of the,_} e

R _ Patent Office)

4 Belgian 1aid“opéﬂipéténﬁ~éﬁééificatidné“aréféﬂééﬁfcé
of technical information which is laid open earliest in
the world, and of which copies are easily availsble.

“The dates when they were~laid open can clearly be identi~-

fied. Accordingly,. these specifications are "publications.’

The "distribution" of a pubiiéatibn'shoﬁid be inters "
preted. to refer to the presence of an established system .
in which copies. of the publication can be made and .dis-
tributed immediately, upon request. . Accordingly, the L
SPeCifiQatiDFniP-QPQStiPQ;Sboulﬁ_b?,ﬁenéiﬁefeﬁgtﬁwhéve

been "distributed" when it was laid open. = .

..C. Reasons for Cdurt Deecision ' = . .7

In order to be called a "publication,” a particular’ '
piece .of literature must have both the "public nature"
and "distributability." ﬁngﬁqr;qiqal_itsglf_qf.azgglgigpl“
laid-open specification.is kept solely in the Belgian . .
Patent .Office, and.is not distributed to any other place,
though anybody can obtain copies thereof after it has

been laid open.

Thus, it has.the "public nature,” but not "distri-
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butability." -Therefore, it is 'mot.a "publicationit -

D. Discussion of the Foregoing Two Cases

(a) Tn the case of the "Belgian Specification; " if ai=*’

third person had obtained a copy of the laid-open spe&i= “%"

fication prior-to ‘the priority date,” the copy would have =~

been treated as a "publiGation;"’as in'the case OF'the

“Wes;ﬂﬁexmgp,Speqificat}on,?ﬁw

(b) The "date of distribution of a publication™ was' not 't

clarifiédréﬁéﬁuihﬂihé‘Césé“éf”thé“"WéstLCérmaﬁ:Sﬁecifi;“

cation." The Taid-open date on which it Has bedome - 7 7

possible For a third parson to 1ook at the' specification -

may be considered as the “"date of itsdistribution.™

However, this will be contrary to the foregoing two

court decisions.

Iﬂ7V£éﬁ'6flﬁﬁé”c6ﬂée§£s5coﬁ£§inéd“in”the‘fbfég&ihgss;ﬁ

colirt “décisions, it would be proper to consideér that ‘the’ -

"date of distribution" ‘i's ‘the "earliest date" on'which -’

the First copy of ‘the publication was distributed. This "

concept is reflected in ‘the current examination -guide< s =7

~lines of the Japanese Patent Office.

‘(c) ‘The German Patent Office has been tréating the
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the. 1ntroduct10n of thlS pollcy of the German Patent.-'

original:of: a Belgian:laid-open patent .specification as
a "distributed publication”.sin¢e; August .7, 1953. . This

treatment has been supported by the German Supreme Court. .

It would be necessary for us Japanese to con51derzd

Off;ce.

Iv. Conclusions*-

1. In order for a particular invention to be considered

as "publicly-known,! it is-not sufficient for the .

invention:"“to be accessible only by.a specific . person. ... .
Or persons,; -0r:to have.become-accessible under.accidental . .

circumstances, ! but; it .is.necessary, that.the, invention. . .

}or reference, in the Unlted States,:ln order to G
assert arpartlcular 1nventlon 15'"publlcly kn0wn u‘it'*f—=i
is necessary to Prove the fact that two or more persons -
having no obligation to keep it in confldence Xhew the ©

invention.. v -

2. A reglstered de51gn becomes publlcly known on’ the

day when the off1c1a1 gazette carrylng 1t is publlshed.'””
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3. Evén if 'an article’embodying-a particular ‘invention:. .-

is used in such a manner that the essertial part . of the

constrdotion‘Of*the*inventiOn ig concealed, ‘the invention «

is treated as "publlcly worked,f 1f the detalls of the

lnventlon are open to publlC knowledge through a wrltten

descriptive materlal or otherW1se.

4. In order to be called a "distributed publication,"”
a particular piece of literature must have "distribut=

ability" as well as "public nature."

5. In discussing the loss-of novelty of a particular:
invention ‘which'has" taken placé in-a“foreign. country,
it is hecessary to study the case carefully:to determine
whether the loss’ of novelty is- due to thé presence of -
"a Publicétion distributed;” or due to the'state of =+

being publlcly known or worked “_ Because, the former

—reason: for the 1oss of novelty applles to an occurrence' o

1n.Iapan or in a forelgn country, whlle the latter applles

only to a case in Japan.

In the case of the "Belgian Patent Specification,”
the 1nvent10n dlsclosed thereln was publlcly known "
but as lt dld not occur 1n Japan, the 1nventlon clalmed

- in the Japanese appllcatlon did not lose 1ts novelty.
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6. Both the EPC ‘and the German Patent Law provide that
-an.invention lacking novelty .is.not entitled:to.a patent,
whether  the loss of névelty has occurred’ within a’member

country of the Convention or West Germany,. or.in. any

“oth

foreign country. 1in other words, they adopt the
principig‘qf "absolute novelty.”
‘In §iew,o£_£hefpxog;e5§iof ﬁommgnipatignTmedia and’

the reasons: for requiring novelty:of:an invention in

obtaining ‘a patént, it appears to be dééi:éﬁie to revise
the apinese Satent. Las o Lntroduss the prinsiple of

"absolute . novelty" as one of .the regquirements . for

patentability.

to you. Thank ydu for your kind attention.
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SELECTED -INVENTORSHIP DESIGNATION

AND CORRECTION PROBLEMS

INTRODUCTION

' Three years ago at the 7th PIPA Congress in Hakone,

I gave a talk on the subjéct of inventorship discrepancies

in which-I-pointed76ht that there should be no real objection

or obstacle to a pfacéiééxbf‘HiécéépéntﬁinventorShip
designaﬁion betﬁeen foreign priority and U.5. counterpart
applications.

In articles which will shortly appear in an APLA
Journal, Bruce Collins of New York also concludes that
the requirement of MPEP 201.15 (that the inventive entity
in a U.S8. application must coincide with those individuals

desighated in the priority document) is "without legél or

_logical basis" and Don Daus of Arlington, Va. speaks of a

reluctance on the part of the PTO examiners to accord the
benefit of convention priority in cases of discrepancy but

adds that "this reluctance is normally overcome by appropiate

explanation."

Don Daus:also’ admits that "criteria for actual inven-
torships may vary fror nation ' to nation." 1In fact, the
Patent Cooperation. Treaty recognizes this because its

Rule 4.6 provides:
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II.

'2)  Whether the respectlve contrlbutlon of each coinvéntor

e {e) The.request may,. for dlfferent e
'de51gnated States, indicate different

. persons. as.-inventors: where,. in- this. respect,.
the requirements of the national laws of the

. -designated States .are not the same. In such
case, the regquest shall contain a separate‘

- Statement. for each designated State. or group

of States in which a particular person, or

.the..same. person,.is..tobe considered the in-

ventor, or in which partlcular persons or the’
same persons, .are to be considered the inventors..

- With th;s brlef ampl;f;catlon of the 1nvantorsh1p

xdlscrepancy toplc, 1et‘s focus ‘on other dlfflcult 1nven4'
' torshlp deSLgnatlon and correctlon problems:- and develop-

'ments w1th respect thereto - where resolutLOns, or at least

better understandlng, are in 51ght or at hand. Thfeehceﬁplex

"lSSueS merit attentions

1) vhether all de51gnated jOlnt {nventors must be“ééiﬁ;'

' ventors of all clalms? '
must amount to inventive contrlbutlon- and
3) When conversion from sole inventorship to a different

sole inventorship can be effected.

 MUST ALL DESIGNATED JOINT INVENTORS BE COINVENTORS OF ALL

:CLAIMS

‘When the’ questlon arises as to whether all claims

'ih*ajpatent must have the same inventive entlty, that is,

" whether joint inventors must have comtributed to each of

the claims in the patent, the affirmative is almost taken

" for granted. It cértainly is the’ onventional view put'
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causes many problems 1n patent pract1Ce._ In re Sarett

(140 USPQ 474 CCPA 1964) 1s clted generally for thls

pr09051t10n and there 1s dlcta ln In* e Sarett to the effect

that a patent to jOlnt 1nventors could not 1ega11y contain a

clalm to a sole 1nvent10n of one 1nventor because 1t would not
be the invention of the jOlnt patentees.~--**

" In the forthcom;ng APLA Journal 1ssue on, 1nventorsh1p
Frad Sherllng of the PTO 5011c1ter 5 Offlce also makes the

ucategorlal statement that_“Clalms 1n the same appllcatlon or

pratent of dlfferent 1nvent1ve entltles are unpatentable ‘undex
_‘:_435 U.S.C. 102(f). . o o
Patent Law Revision bllls have addressed thls 1ssue
speciflcally. Followang a recommendatxon by the Pre51dent1al'
Commission, S.132l (Hart, 93rd Conqress, lst Se551on) and
.8.214 (Fong, 94th Congress,_lst Se551on) prov1ded in Sectlon
16 as folloves o
I an“appiiaaﬁioﬁ‘far“ﬁaeeﬁﬁ“ﬁamihé"fwof*
or more inventors, it shall not be necessary
for each person ‘named as an inventor to 'be =
joint inventor of the subject matter asserted
cro dmANY ClAIM, e e
Section 116(a) of S. 2255 (McClellan, 94th Congress,
lst Sessipn,tlSTG}:containeq_a_grqjisiqn:whieh_ w9u1a1£5v¢
required jeint_inventq;sﬁto_make inventiteﬁcontttbntignsTto
each claim of a patent. This provision was criticized by the Tite
John Clark in a submission to Congress as vell as by John
Pearne whosemanalysis was.then published in 58 JPOS. 205;_1976.

After an exhaustlve rev1ew of dec151ons on thls questlon, goxng

back as far as Worden V. Flsher, ll Fed 505 (E D. Mich., 1882),
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Pearne's conclusion: was that

"joint applicants for dipat DS
not have made an inventive contrlbutlon
“to each claim of their application or
“pateént;excépts that tindependent-and:’
distinct' inventions must have the same
“*lnventorshlp in’ ordérito beivalidly -
~granted-in-the-gama- ~patent—(where- the
(‘Patent Officéscould-have,; but Ffailed;. tow:.
requlre d1v1510n, regardless of 1nventorsh1p )"

The- argument. that there must be contributions. to.

gach claim was: recently urged: in SAB Industri AB..v..Béndix
‘COXpsy: 199 USPQ 95 (E.D. Va,ﬁélex- 1978), where the District
Court:dismissed it as:lacking: support’ in. any statue:or:rule and'
as; being ."too. technical. and immaterial™ to.warrant..invali=-

dating-a patent. - The Court's.acceptance.of the plaintiff's

‘use;oﬁga;ioint=applicatiqnueXPressly.inmorﬂer”tmeVQid double
patenting provides a sound logic for.laying: the defense .to
_rest permanently.' Thus, 1f the embodlments of two claims

are not patentablf dlstlnct (utlllZlng the crlterlon of 35

__USC Sectlon 103), there 1s only one 1nvent1ve concept.__

Inventorship should be ‘deteimined: on the basis:Of
o contributions’ to-that: single ‘concept; not on the basig of
contributions*toudifferentjembodiménts‘thereoffset“forth
i in. separate’ claimsg:. - On the' other hand;, an:assertion by a
~.defendant: that. two. embodiments are the result-of different
viinventive entities is in fact an assertion that the: embodiments
#are’ patértably distinct,. This is little more than' a backdoor

effort to ‘avoild thée' last sentence: of 35 USC Section 121 by

»guesticoning’ the patent's validity because restriction was

not reguired in the application.
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IIX.

MUST THE RESPECTIVE CONTRIBUTIONS OF .EACH COINVENTOR AMOUNT

TO'INVENTIVEaCONTRIBUTIONS-

In thls connectlon there 15 another 1mportant but

dlfflcult questlon._ whether a. contrlbutor 3] conceptual

contrlbutlon to an 1nventlon must 1tse1f constltute the

exerc;se of 1nvent1ve sk111 for the contrlbutor to be a

joint inventor or whetherﬁthe*exerciSe*Df*ordinery skill

isiadequate. if. the contributioh is essential to’ the’' com=

“ipletich of the overall concept. There is a great deal of

wconfusion:or unclarity on:this: issues: It has:apparently:
"not been ‘treated in the'legal ‘literature nor has it been'

“anissue: squarely’ before ‘the court in'‘court decisions.’

“UEf ‘anything, ‘itids taken' for granted that’ the contributions

“ mustbe -inventive ‘ones.

However, on the one hand, even rudlmentary deductlve

ianalyszs 1eads clearly and 1og1ca11y to the contrary con—

clu51on that 1s, that the contrlbutlons of each 1nd1v1dual
coinventor need not rise to the level of:inventive contri-
butions. - Only: the-joint invention as a whole has to satisfy
the'requirement-of unobviousness, - If the contribution of each
Andividual coinventor itself has- to.constitute an inventive

; or. unobvious contribution, the: level or reguirement of un-
cbviousness: would be: much -higher for a Jjoint. invention. than
for a sole invention.  However, there:iSjnothing-whatSOever‘

in' -the- Patent Law from which such. a discrepancy or such a

_dichotomy: could be derived.. - Seeger and:Wegner argued likewise
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in an article. entltled MOpen.: Questlons of CDlnventorshlp" :

and publlshed?ln_'Mlttellunqen’Der Deutschen Patentanwalte'

(communlcatlons of the German Patent Lawyers), 66, 1975,

p. 108 but also poznted out that”lt 15 the very ‘essense.

Tof A c01nventlon that 1t cannot be.- dlssected 1nto spec1f1c

contrlbutlons.._h

‘ Buty: the other hand, court declslons can be

rezorféd to.fo shed some llght on. thls 1ssue.- John Tresansky

of Ken51ngton, Md., has’ aone some 1egal reSearch on thlS toplc

for the fortheoming APLA Journal issue follow;ng up on hlsif
1974 JPOS. artlcle entitled “Inventorshlp De51gnatlon (56 JPOS

551). He refers to two cases, namely, Consolldated Bunglng Co.,

v. Woerle; 29 F 449 (ND Ill 1887) and Delaskl & Thropp v.

(3rd cir 1915), as having given this issue more than per-

functory consideration and concludes from these cases that

what counts is the essentiality of each of the contributor's

contribution to the completion of the conception without
concern for the level of skill represented by eaoh of the
contributors.

However, it is perhaps not quite as easy to settle
this issue. In & talk at the'0ctober 1879 APLA Meeting in
Washington , Maurice Klitzman drew these distinctions and
conclusions:

"Because of the reluctance to invalidate patents

for improper inventorship two standards for determining
joint inventorship have-resulted.
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Where validity of a’patént 'is attacked because: '
of mm5301nder, the Delaski (supra,) Consolidated
Bun in (SuEra) and-Vrooman -(vVrooman & .Penholliow: 179"
296 6th Cir 1910) reflect a tendency to apply a
) lower ‘standard. for: “inventdrship by finding that ifi two"
pexsons collaborate and a suggestlon of practical value
in working out the“idez is- ‘made-in’fmaking the  invention'
operatlve, or puttlng 1t 1nto practlcal form, the 1nven—

tion be of Only minor lmportance. « v = = On the other

hand, in the Pointer (Pointer v. Six Wheel Corporation; 7~

177 F. 24 153, 9th Clr.,1939), Mcxlnnon {McKinnon Chain
Company v, 'American-Chain; ‘268 F. 3537 3rd Cit. 19207
and Farber {(5.W. Farber, Inc. v. Texas Instruments, 211

“F.8%"686, D Del. 1962} cases, where validity was attacked: '

. for nonjoinder, these cases reflected a tendency toward

" i@ higher standard’to become™d"joiht inveéntor by irequiring

the contribution to inventive skill.

Although an’ easy wav ‘out may be to make ‘all” contr1~
butors 301nt, bear in mind it may alsoc make it easier

C L forsofleona to establish a 102 {g) i defense” Therefore,

I offer for your consideration, that until the law
becomes more crystalized: for: 102 {g) purposes, ‘the "in=- @il .
ventive Sklll" test be applled for determlnlng 301nt
inventorship.” : R BRI RN O
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Iv.

CONVERSION FROM SOLE INVENTORSHIP TO ‘A DIFFERENT SOLE - "7

INVENTORSHID: -~

Another rule that was clearly well—settled and taken '

er_lon from one sole to another

sole 1nventorsh1p w s lmp0551b1e, at least untll 1977 when )

Stoddard v. Dann, 195 USPQ 97 was handed down by the D C.

Court of Appeals. ThlS revolutlonary 1andmark dec;s;on

has already spawned a great deal of comment both favorable

and unfavorable. P T Melkeljohn in an artlcle entltled

“stjolnder, Non301nder and Whatever‘— Stoddard v. Dann“
(60 JPOS 487 1978) and M.H. Sears in an artlcle entltled
"The Corporate Patent - Reform or Retrogre551on"'(61JJPQS

380, 1979) Crlthlze Judge Markey s ratlonale. c0nversely,_

‘T Ly Welch wrote an; artlcle entltled “Stoddard V. Dann =

Fundamental Prlnclples from A to C" (61 JPOS 135, 1979} 1n -

lts defense.“ Don Daus also takes the defensmve 1n the forth~

comlng APLA Journal lssue wmth an artlcle entltled "Stoddard

Va Dann. A Doctrlne of Innocenoe.. 0bv10usly qulte a T

controver31a1 declslon. It remalns to be seen what klnd

of a precedent thls dec1510n w1ll be.

It was my v1ew that Stoddard V. Dann mlght be of

llmlted value. I felt that as a practlcal matter 1t would
probably redound more to the beneflt of forelgn 1nventors than
U.S5. lnventors beoause 1t was dlfflcult for me to see how U 8.

lnventors and patent practltloners could rely on 1gnorance of
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the language -and the law and get-awagnwith.it.ae ingenuously.

as the foreign party was able to do in the-Stoddarducase;;“"
In thls respect, you may have notlced from a very

recent BNA—PTCJ issue (No. 447, A—l, 9 27—79) that the

Ass;stant Comm1ssaoner has followed Stoddard v. Dann

and ruled that the PTO had authorlty under certaln condltlons
to permlt reissue of a patent to correct an 1nnocent error,

1.e., sole—sole convers;on. The case is In re Shlbata

and the party 1nvolved is manlfestly fore1gn and in fact relylng
“on lgnorance of law and 1anguage. How a U.S. party w111
fare 1n an attempt at sole-to—sole conversron Stlll remalns

to be seen, even though the PTO, accordlng to former

cOmm1551oner Banner, is worklng Out guldellnes or a general
announcement permlttlng sole to—sole convers;on.'

Remlnlscent of In re He551on, 132 USPQ 40 (CCPA 1961)

but strangely w1thout mentlon whatsoevar of'Stoddard v. Dann

”;s the recent decxsion of the Nlnth Clrcult, Bemls v Chevron

Research Co., 203 USPQ 123 (1979) In that case Bemls flled

suit alleglng that the defendants flled an appllcatlon falsely

'1dent1fy1ng the 1nventors, whlch then matured 1nto a patent.

Plalntlff alleged he was the true 1nventor, and sought a
corrected patent to ‘be’ 1ssued to hlm under Sectlon 256

The dlstrlct court dlsmlssed the sult for‘fallure to state a
"cause of actlcn and the Nlnth Clrcult afflrmed hav1ng con--
'.51dered the Sectlon s leglslatlve hlstory.' The court held

Sectlon 256, whlle remedlal, cannot be the vehlcle for
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Construction of Indirect
e s IRfringement .in Japan

..~ on.acts deemed to: be infringement. .=..

October 24, 1979

Japanese Group, Committee No., 1
. Subcommittee No. 4
. "Hajime Takahashi

{Toshiba Corporation)

Summary

With respect to indirect infringement, court deci-
sioﬁs are not many in Japan. It can be said tﬁat Japan has
not yet established theAjuridicai and accademical doé-
torine in this respect. Aé a result of our réview,
majority decisions so far were negative to indirect in- ‘
fringement. lHOWEVer, recent decisiong, represeﬁted by
the "Temporary Fixing Nail"” ‘case decided in February

1979 as .a landmarking case, appear to adﬁit indirect
infringement on the basis of a libergl intérprététion
of provision of the Patent Law.

in this article, focusing on the decision in the
above case, the author highlighté transitions of con-
struction on indirect infringement in Japan from time -

to time comparing with a U.S. situation.’
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1. Introduction

_ There, are only a few.countries which provide in-
direct infringement by law.  They are Japan, U.S.A., ...

France, Switzerland, Iraq.and so.on. . Those, countries; . .

1like: W.Germany, Holland, Italy, Sweden.ete: do.not have

der case.laws..; Generally speaking, however, a.large . .

nurber: of.countries have no :special measures by.law -con-. -

cerning.indirect infringement. .

In the United Stétes, arguments on contributory. :..:
infringement;SOmetimQS%re£Erred as;indireptfinffinge-
ment started :in. around:1870%8 .and-in-1871L. the:" Wallace

v.:Holms" case was-rendered..-Since-then; a-number.of &::

-decisions were held by ‘courts in-every level.of super=ri::

decisions:, it is said that doctorine ofncbntributofy"»fﬂ
infringement.has béén established. A recent-decision-.:"
onﬂthe«case~6f”"siﬁgfv.*cﬁlture Products, Inci" :(DC: EMO
'5/7/79) appeérs*intéresfing,ﬁthOughﬂitfwaéﬁa‘decisioanTt.
by Federal District Court:. In'this'éase; the Court -~
admitted ‘indirect infringémént in‘accordancé with the
establishéd ‘doctorine and’ordered the’ defendant td pay

for treblé damages.
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on the other hand,; in"Japan, a provision on indi-’

rect’infrinﬁement‘ﬁaé'intrddncedﬁin‘thevPétént Law in &8 70°

1959, “In splte of the’ lawful PrOV1510n, ‘however, “the

number of dec151ons which were rendered Wlth respect to

1nd1rect 1nfr1ngement 1s very ‘small muicountedonly ten

or so. Accordlngly, establlshment 6t a’ doctorine regard<’

iWEMH%tmﬂmmmmwﬂlmgmmwd@m@dwm
the future development of;aoéédenic-theoriesfand:court‘;'
_dEClSlonS.-;-f'- ' ; .

: BS steted above, the number of - de0151ons deallng

indirect 1nfr1ngement»15usmall.--Nevertheless;rstudy-

and analySis-on-themwehowiinolination of'courts = Courks .

'tended to- construe the prov1510n of the Article lOl of

the Patent Law’ (Art 28 of the Utlllty Model Law)

narrowly:and.dld‘not admlt;the existence of 1nd;rectgin»=-

frlngement consequently._wrnj-i ”

However, ‘on February 16,.:1979, Osaka DlStrlCt Court

held: a remarkablyulnterestlng dec1s¢on'concern1ng in-

direct. 1nfr1ngement 4in.a case for temporary flxlng

nalluﬁ(anﬁhszemmyﬂo,;3654) Whlch has : been sensatlonallyﬂ

treated by thermembers ofvcommlttee.r.Unllkeatheunarrow-mn

construction held by courts 50 far, this dec1510n llbe-.\
rally construes the wordlng "the artlcles to be used

excluslvely for the working the invention® - one of the
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.2.”LawfulnProvisionwnammn

constituents of indirect infringement_under!the:lawﬂf.
and  admits-the existence. of indirect_infringement-:-Thie
caee_is_now_gnder:appeal‘and;no;decision has, yet been.
issued by an appealed court However, it is 11kely that

the: de0151on of Osaka District Court wrll largely. affects

“aecisions to be Weld in tHe future:  THis case I8 Eully T

worth studying.. ...
- From this. standpoint, this article roughly covers ..
lawful, theoretical treatment of indirect infringement .

in Japan and further the. treatment in. court decisions, .

"and tries to foresee, through recent. decisions, future .

tendency: of. the construction. concerning indirect, infrin-

gement.

2.1 Background

Patentees are granted a. rlght to exclu51vely work
their 1nventlons as a trade (Art. 68, Patent Law) in-
frlngement lS generated when other partles work such
1nventlons as a trade w1thout such a, rlght or a llcense
from the patentees.‘ o ' o . L

. Under the Patent.Law of 1911, no infringement was -
created by sale of unite_eveniin_the case_that”aupro—a

duct comprisingksuch.units_was_infringing a patent right.
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Accordingly, patéfitees had nd’ power or right to'claim ™
for discontinuande of sale ©f such unitsi’ This was app=:
licable to sale of materials’ machinery, “apparatus-for -
the  working of a patented procesg. & iius

*ﬁ;Undethhetysituatibh,:batentirights were in fact® "
tﬁtéetened”thbdgh*ho infringement “was declared. “Thig =
inevitably necessitated a lawful provisionitoiprotect’
the' patentright From such ‘threats and’ the"Patent’ Law
provides a’ so-called "indirect infringement® inArticle’

1017€0’ Gope with' the' situation:.
2.2 ‘Provision in ‘Patént Law
TArticle 101 {Acts ddemed’ to be’ infringement)

The following acts shall be deemed to be an
infringement of a patent right or exclusive
license:

(i) in the case of a patent for an invention:
of a product, acts of manufacturing,'assigning, -
leasing, displaying for the purpose ofdssignment- -
or lease, or importing, in the course of trade, the

“farticles to ‘be used” exclusmvely for the manufacture
of the product-

(11) in the case of a patent for an 1nvent10n of
"‘a process, acts of ‘manufacturing, assigning, leas-’
‘1ng,dlsplay1ng for the purpose of assignment or
Nease, or -importing, in the course of trade,;: the

articles to be used exclusively for the worklng of
such invention. : -

Under ‘the Law,” such acts are’ calléd "Rcts 'deemed to
be inffingéﬁent"'but#we'usﬁéllyidall them "indirect’ in=

* fringement". Indirect ‘infringement is construed®as an’’

266~

e P e iAot -



ipfringement so that-a patentee mdy claim:for injunction
of :the infringinglacts andjclaim:for=damageax(Art.;iOOr;3

and Art. 102:of:Patent: Law respectively).. -

3. Construction of Provision

571 In the ase of Product Patent
i In"the case of .a patent for a:product,'articles. . .-
‘ "uSeaiexcluSivélyffor.the manufacturegof’the,prpduct“g_;‘
shall-bg~fallenﬁundérnindirectginfringement;- For example,.
when - an invention;offan:engine is1granted»a,patent,uacts
of manufééturin§ andyséllingapistons,.as:a;trade, whichw
are “e'xélu_siveliy used for the ‘Ar.eng:i._‘ne as its .par.t:‘_shall
be congidered to be infringement. . To the contrary;, when

thq;piston-iS“avaiIable-fbr‘use'for other engines, :then.

~it disrnorlongeriusedrexclusively for the manufacture™ofi o

the engine. In this case, no infringemenﬁ isrrecognized.
3.2.-In the.case of Process Patent.

~:i¢In-the case of a patent for an invention of.a-pro-:
cess,; articlgs.ﬁusedfexclusivelwaor<the:working of:such
infentidﬁ“ sﬁall,be.féllen under indirect: infringement. ' -
Let us:consider;a-case-where:ampatent;is.granted.onra i
_prodessftduuseuDDT ds.an;: insecticide. . Acts of manufac-—:
turing: and selling DDT as.a trade:shall be subjeét to. the

Law. A purchaser. of DDT:who uses it-as an insecticide
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infringes ‘the patenf {direct ‘infringemént)-. However, if
DDT is -available.for .use in. other fields .than the insec-
ticidé, then sale of DDT raises no dinfringement question.
3.3 on "Exclusively"

As stated above, the Law provides that the érticlesi
shall be used "exclusivelyﬂ‘forﬁtﬁe'manufacture'ofia
patented'pfoduct~or shall ‘be used "exclusively" for the
working of a patented préCess.' The term “exclusivelyﬁ~*
cisprovided to restrict the applicationzof~indirectiin—
fringement because it was assumed - that patentees would
unreasonably misuse their patent right. - - |

* Actually hoWever, While'it-restricts“the-apﬁlica-
tion of ‘indirect infringement the term also raises a:
somewhat ambiguity. .  Therefore, interpretation of this. |
term has been highlighted (in ‘past accadenic theories :
and court decisions.

In-a case—where:a thirdnpartyaintentionally manu=.. ..
factures and:sells the article to be used:for the manu-~
fécture of a:patented produétwor'the.article'to be used:
for the working ‘of ‘a patented process-and the article. .
is available-for -other use:than for.the”infringing
_patent, -knowing .a patent infringement, the article shall
not be~interpreted'to~be‘"EXélusively"-used. Such: manu-

- facture 'and sale shall not infringe the patent.
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Then, what does the above "other use.than for the.
;infringing patent" mean? Is it a practical use?  If it
has 2 possibility of other use, to what extent the possi-
'bility should be? To theseiquestions,~thrga.stgges:are

conceivable.

of other use;..
C} it is_reqqired to have a possibility bf_gcoan.
miCal{:commerqial“or practical use;.
@ it is required to have a fact of economical, com-
._mé:cial_or_pract@cal;usg.: -
h_With;;espgct_tg a;tendencg_ofRintexgretatiqn_of:the
term "exclusively" in court decisions, we will discuss

in the later chapter.

+344, Other PYODLEMS | | ..\ e i i it e e

3.4.1 Relation with Claim

Japanese Patent Lawfdpes not_nécegsarilyhrequire
that "the article used gxclusively_fqr,.;."‘shal; be
material part of thg_patept_qiaim. ‘When we ?eﬁrﬁrs;_,z
_Patent Lav requiring that the article sold by an inf-.
ringer shall be "constituting a material part of the in--
vention" so as to invoke a contributorf infringement,
there appesrs a big difference between the Laws in two

counitries.
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3,4.2" Necessity of Direct Infringemént = "

© The patet Law does not providé whether 6% fot acts

" For instititing diféct'infrinééﬁéhtlis'ﬁééeééafy“as a’”
fé&uiféd'éoﬁ&ifioqzéf:iﬁditeﬁf'iﬁffingément.“*iﬁ this "
respect, accademic theories are divided. "

" one of fhévtheéfies'is:a*904éaiféd'"ihde?endéﬁt
‘theory". This theory proclaims that theré is no .need to
caré ‘about the existence 6fi&irec£ infringement fSr in-
stitution of'inaifECEﬁiﬁfringeméﬁtQ'”itﬁreasdns that a
“patent protection will be wéékéﬁea*éndVEﬁe*Arﬁicié‘101
of the Patent Law will be adversely read if diFfect inf- .
“Yingement is required for the’ institution of indirect:
irfringement’ tékiﬁé”aﬁ'éxﬁmﬁlé“ﬁhefe:séheoﬁé sells parts
for composition of a patent product and’final cdomposit
tion is personally made at home - no infringement exists
in this case. : . B

" Andther théory is a so-called ﬁdébéndéﬁﬁﬁtﬁééry".
which says no- indirect infringement whére no direct 'in-
'.frinéementi Acdofﬁing"to'thié*tﬁéofyf future “prébabi-
lity of ‘infringement shall be required when and if direct

infringement 'is not happening ‘at present.’

- In Japan, there is no decision judging whether .

" direct infringement is a required condition for insti-
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. tution of indiféct infringement. To the contrary, in the
United States, existence of direct infringement is a sig-
nificant factor for institﬁﬁidh"6f;bdhﬁfibuﬁdfyfiﬁfrinéé-3
ment as can be seen in the case "Laitkam”cdprJQ;lDeépi

south Packing Co.’ Ind." (406 US 354),  ° » 7

No ‘court dedision has ‘Béén yet made specifically to

théSé;cééeSibdﬁHsdméEﬁh&ersfaﬁdszas‘followS}
 win ‘accordande with “the ‘independent theory, manu-—-

factureérs and sellers of parts are cohsidered to

“ e infringers.’” Evén standihg ‘oh the depéndent
'”“fﬁedry;“iﬁﬁié”ﬁﬁéétioﬁabie'ﬁhethef'théY'aré'fieef'
from infringement. ~Becaute in’ either casé each -

part is manufactured so as to meet @ cértain’ appa-~

'dthéf“épﬁéféfus; zA@cﬁrdihgly;wmaﬁﬁféCtﬁfé‘df each

part ‘can’be totéilj*abkﬁowledgea‘td‘Bé‘eduEValenf”'

7tb:thé”maﬁufaéfu:e of a ‘certain apparatus which

“Véubs£ant&a11y-finisﬁed.ﬁ '

93,43 Nedessity of Khowledge on Direct Tnfringement -

" The Knowing requirement’ as stated inm U.S.A. £6r

cont¥ibutory infringement is not provided in'JaPénééé* 
J'Patent Law." Accordinély;'anyone:suppiyiﬁg°iﬁfrihging‘

articieS‘in'a”gdad faith Withoﬁt?knbwihg a“pétént’fi@htz

371
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..shall be responsible for indirect .infringement.. .

4. Tendency.of Court Decisions . ..
4.1 Court Decisions . .-

As stated earlier, the most arguable point regard-

- ing the determination of indirect infringement in Japan

is the interpretation .of the terms "articles to be used
exclusively for ...." of Article 101 of the Patent Law,_ 
in chgr wq;ds,,it;is;theqdeterminationnpf_Pother:uses“

.which would be an equuding factor under the Laﬁ.

In the ﬁpl;owiqg;,discussions are given to several
important cases in which decisions were queTon_ipter—
pretgtipn of the term "exclusively".
(a}:Eqrmgd‘Styrol.Cgse‘(Osaka District Court Showa 35

k?b) 493 - Decided 1961).. :

. In this case, Court upheld that tﬁe "articles to be
used exclusively for the working of such invention' are
Wﬁhbse;;iké mé§hinery, apparatus, eéﬁipmeﬁt,“méﬁeﬁials |
etc. which are necessary for the ﬁorking.pf azproqess
'inﬁention, .Court. says. if the process invention comprises
sevel manufacturing steps, any intermediate matter ob-
tained during any of the. intermediate steps shall be.
inclqded ip such.artiqles.‘ Howeve;,,iﬁztpe manufacturing

process qf‘thelintermgdiate—matterwéifferesLf:pm_that of
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e':the patented 1nvent10n -and; belongs to- other: processes,

" the products shall not: be fallen under - the Law, |gven o
.though-the products are ldeutrcal.to those undex the.
patentedlinreution};jCourt;furtherrsays;that in_case;wherer

the" treating 7 process of the Deffendant s intermedi-: .

ate matter ¥s: equlvalent to the worklng of the. patented
invention, where there are many processes 1nvolved untll
the product is flnlshed flnally,'and where the inter—
medlate‘matter is actually used in other fields, then,:
',the process shall not be subject to- the Law, .7

' Namely, Court acknowledged facts that the 1nter-

medlate matter was obtarned through dlfferent manufactur—

1ng processes, there ex15ts a number'of processes for treat—_'

ing' B ~the. 1ntermed1ate matter and that the 1ntermed1ate

":”matter was actually supplled o~ other ises, and ‘held”

V(Ithat'therlntermedlate matter shall not subject to the;:-
f term "exclusrvely" inithis" 1nstant case’,
{(b)  Tube- Mat Case (Osaka D. C ‘Showa 45 (WA) 1047 =

<.Dec1ded 1972)

'1'Thls case was argued 10 years later from the fore—"
._g01ng Formed Styrol Case. In ‘this’ case Court showed |
rts strlcter 1nterpretatlon of the meanlng of the"' |
_“artlcles to be used exclusrvely for the manufacturing

..." and its stricter view on the articles which shall
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be objectively known:as not being:gupplied’for bther 1 it
uses. Court acknowledged'the'factﬂthat*the&articlesu“c
-manufactired:and sold by Deffendant had been supplied . '’
for‘Otherwseveral;usés’and»didxhot?admit indixect in-= o
fringement.- _ - _
{c) :FasténerrCaSe.(OsakadD.Ciﬁshowa£45:(WAL:293 -
e Decidedf1974);%fiﬂﬂ“‘”

This case: was.argued 2 yedrs later:from the 'Tube::
Mat Case. .

Taking the-patented;invenﬁion_as awpioneér inven--
tion intoiconsideration, Courtgshowédfitsabroader"interF_
éretation:of-thewprovision,and~stated:f

"Uses. of the product:sold by;peffendqnt:areinot;-;

.¢lear in.other fields than.the fastener. :The pro-
duct fully works-its,aimedjfgngt;qnwwhen_it is-used ..
for a fastener. “Howerver, .itg.availability.in.other ..

uses is not cil_e_;;_t;_:‘;an_c1_‘‘E;‘.3.1_:;_’@119::::-f%];;e_\:;‘>rc><3_1;c;1__;_.:_j';s_.‘n_m;‘,E P

éﬁbliclY;Purchasable;foruuSQS‘inathéaOther-fields~“\=~

Court acknowledged that the product sold .by Def-..
fendant 1s fallen under the "articles to be used exclu-
sively for.the manufacture of .,." and.admitted. indirect:.
infringement. .

In this case, Court showed its decision that sale .. .

of the parts,fiﬁhéir_availability;fo# use, in other -
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. fields is not clear - shall be;considexed to: be fallen
undexr the. articles.provided:in the. Law, when such parts
show~the'be§thfunction.in_ﬁhe patenteduptbdﬁctﬁcpmprising

such. parts. :i.. .-

(d) oOlefin Polymex Catalyst Case (Tokyo:D.C. Showa 47 - o

"a). 3375 - Decided 1975)

In‘thi&:casey arguments were made. on-whether "other
"usesﬁ-existed_in fact. . Court stated: -

"When- the artiéleg;has;a_possibility‘to;be-used for
:..other applicationg -than for the working of, the ins-
-_tantfinventiqn,,any party who .claims. for the appli--

- cation.of Article. 101, subparagraph 2_6f_th31Patent

Law is required to prove that such possibility.is

- not economical, commercial nor.practical. " ... -

In other ,wordé .. court: Sﬁpﬁd]’:t&df 4 possibility ‘and. prac-— e

ticability.through the evidence”submitted-by‘Deffendant~,
an§ actual=u5es in:other,fields.g,Iq;answering to: Plain=-
tiff'surebuttal_stéting_thatmDeffendant‘s-use-in other--
fields”isjnotpecdnqmical;;cqmmercial.or;praCtical, Court .
uphelq,thatia.liahilit&Lto prove..such, negative. fact -
resideSain;the,side;bf_Blaintifﬁ;
-3,Singe“this‘ﬂecision-impoées;a-liability‘tqnprdve on: ;-
Plaintiff, it: is very interesting.-

(e) . Temporary Fixing-Nail. Case (Osaka D.C.-Showa 52
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_'(WA)'3654'? Decided 1979}

» This ‘case was' recently -decided, - :‘Court’ stated:’

“In: order to’ affirm the existerice of "other uges™ . -

which 1s taken into consideration to make a' deciz?:

" 'sion“on whether “éxclusively™ is applied’ or not,
a mere experimental or téemporary possibility ‘of

e at a primitive- level like "possibly’ used" or

"could be used" is-not satisfactory. ' Use in other =

fields must be accepted and'apprbVea‘in”general
“/concept as-an- economical, -commercial and practical
use and further such use,- in principle;-mﬁst'be?.
© practically realized as an dccepted and approved
“uses"
Court did not support Deffendant's plea stating the

existence of other uses. and Court. decided- that indirect -

infringement was taken place.

... It can be understood, therefore, that Court in this-

case made-it*cleaf'that a mere possibility of use: ag’
stated in;3.3(:)abo§erand'a possibility of ‘economical,
commercial or practical use ‘as stated in”3;3(:)above is’
not satisfactory to acknowledge the existence of other
uses. Court requires facts on practical uses as stated
in 3.3 (3 above. With respect to interpretation of the

term "exclusively™, this case indicates clear decdision
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and develops a general disciussion Whibh“wbuid‘béeepﬁiieiﬂ
cable té future cased)  ThHik case was" appealed and sent
to Oséké‘High:COﬁft'foi:fﬁrthet deliberation., Tt is
neceééar&*tb‘tféée”the“ﬁfbceédings'thefelm :

4 2 Tran51tlon of DeclSlonS

“As stated earller, the number of ‘court de0151onsh**

on indirect infringement is so small” that 1t is very

" difficult to read é*certaih“tendeney'df ceurts°ih their
constfﬁctidn.and"interpretetiOn; ‘However, through the
foregoing five Casés,-thelfoliowing_aspeéts'cantbe'
assumed.’

. First;:in‘thé:deciSion"tS'the.FdrmedﬁstyfdizcasE}iii

Court admitted a posiibility of use in other figlds

{as, stated in 3.3@)), and further an actual use in the ™

But ‘Court did not indicate expressly‘whether the réquifé;
ment 'in ‘the- stage as stated in 3. 3(:)above is’ necessary
or not to-admit "use in other flelds"' .

"In the Tube mat Case;‘as‘well‘as in éhé Formed

Styrol Case, it was not made clear whether the actual -

use in other fields (as stated in 3.3 C)) ig’ 1awfully
requlred or- whether ‘an objectlve pOSSlbllltY 15
satisfactory. : ‘ -

In the Fastener Chse, the availability for use ifi
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"other fields” was uncertain and court. judged based om. ..
whether, or not the ained function worked, This, indicates
that{ﬁifﬁﬁhe g#ig}nal;usg ingﬁdged_;o,bg‘inﬁxingipg_,;J,
use, it may be C?BStFPeQ3EQ,beH2U$e§¢§XQlQ$ivﬁlqui??, e
respective of an actual use in-thégec@nomigq1~f4§;d.
Court stands on a position to take slightly strict inter-
_pretation of Yother uses!.,

g the Olefin Case, arguments were made on whether:.
or not ?pggg;was a ppssibii%ty,of aq,qunqmica;,"qomrf;”a

mercialﬁanquraqtical use, with rgspebt”to "use ;n.othetl

fields™. If there is a possibility of use in othe;ﬁ;;;W 

fieldgf‘courtjindicated{‘Plaihtiff shall be required to

prove that the_pqssibilipyuisﬂnot_eqngmigal!.qomm@rcigl,

noxaprégtical._,:”,

In the Tempo:aryuﬁixing Wail Case, Court indiqaped,_
that "use in other fields" shall be accepted.in general .
concept to be "economically, commercially practical use..
rAéﬁé shall be requiféditq be actually realized (as stated.
-in 3.3£9)¢F.?bis_réqui;gsia_str%qtgrfgqndipioq”;o:ﬁother
uses?,_ﬂw_ |

‘Assumingly our chronological review of the rare

court decisions shows that interpretation: of the "article

to be used exclusively for ..." has been liberally taken .

‘by courts and_that;@ecisiong_haveﬁtendgd_;q_admiﬁ_in—
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direct infringement.

hestabllshed - thls 15 a present sltuatlon in Japa

2.1 Conclusion: .o ..o

As dlscussed above, cases are small in number and

e

_a doctorin on 1nd1rect 1nfr1ngement has not yet been

As

& result. of our: review. of -decisions, on the term- "exclu—

51ve;y ) courts seem to tend to 1nterpret the “term
liberally and.to.admit ;qdlrect Ainfringement-as -seen. in

the Temporary Fixing Nail.Case, ... However, that.case is.:

now under appeal.and .decision Qfﬁﬂigh;Couﬁtiissha?dntopa

predict...It is assumed that arguments onindirect in=

fringémenF;iHyJ?Ra%.Wi%l:beueptivelyudevelopedatakingwu
th;s.dppgrtunityr,,

a protection under Article 719 (joint illega;hects;g¢,_a
suggestion or support of 1llega1 acts) of the Clv1l

Law when someone 1s jOlntly 1nfr1ng1ng hlS patent rlght
but no 1ndlrect 1nfr1ngement 1s.r£strtuted theregv._For

patentees, thls klnd of countermeasure mlght be taken

-into con51deratlon.
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REFERENCE
The Osaka District Court Dicision Showa 35 (Y0) 493
| : Decided{bn?May?4;-1961
1. ﬁ?iﬁie; .fﬂa‘éaaauqf Faa%ad $tﬁ?éi';“..
2.  Summary of invention .
A ‘method :zfqrrman-ufaétﬁring shaped” foam articles in
_ which=granules'bffpoIYStyroI;*stYrol‘ébpblymars;aaf“’T
polYmethacrYlic:acidlmEthy1é5taf as matéfial:aré'ﬁaae*
to adsorb a volatile organic compound-‘as-a‘foaming
agent which has a boiling point not ‘higher than the -
. softening pdint“0f~;he'material, placed in a mold ‘which
can' enclose the matérial,ibut ndtjkherr"neticaily',"andj '
expanded into a shaped article at a temperature above *
the boiling point“of‘thé”foaming*agent_at which the |
material'softenSﬁz ' TR “ .
B Plalntlff s argument
'(i) The plalntlff 1ntroduced the foamable polystyrol
: granules in Japan and the styrol fabrlcators all
':purchase such granules made and sold by the ”
plaintiff to manufacture shaped foam artlcles;‘“
(2) The defedagt's product is for making shaped

articles by this patented method and is regarded
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‘asian’ infrifigement under Article 10L, (2);°6f 4

S

Efthe:Patent*Léw}*itréSpéctive“ofwthe”natuféwdf SR
‘ﬁthesfoamingiageht*used;“?

4, Defendant s arqument

IE a product is to be regarded s one "used
.exclu51ve1y for the worklng of such 1nvent10n“"es%wﬁvhﬁ”'
referred to in Article 101 (2),"1t musE be only evmdent{
actually and objectlvely that the product is "used e

exclu51vely for the worklng of such 1nvent10n" but 1t

must be p0551ble tc say that ‘the product is usable for
no other purposes. The defendant's product can be used“"
:for other appllcatlons._whr ‘ |

5. The Court s decrslon:

ing of such 1nvent10n cover the mechlnery, apparatus,
equlpment materlals,‘etc. necessary for the worklng ofh
.a process rnventlon. In the case of an 1nvent10n llke |
the one 1n dlspute uhlch 1nvolves a process comprlslng 7
‘a series of manufacturlng steps, an 1ntermed1ate matters
obtained from an intermediate step should be regarded o
as being included in such "articles." However, if an
-intermediate matter is made by some other process than

the patented invention, it does not come under the
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- artlcle applles because they are. made by a process
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"articles:to be.used exclusively.for the working.of
such invention"geven,when‘it,;spidentiealpto_the;one
made in an‘intermediate step.of the patented process.
Therefore -thé deferdant's polystyrol granules
.(trade name- Styrobeads) cannot be regarded as an

1ntermed1ate matter to whlch the prov1saon of thls .

dlfferent from the patented process. _

Even lf we put a51de the above judgement and F;:ti_;
assume that Styrobeads”;s 1dent1f1ed w1th the 1ntereﬂ_riu
medlate matter 1n the patented process and that fabrle“w
catlon of Styrobeads into a shaped artlcle 1s regarded.
as worklng of the patented 1nventlon, the fact remains “
that there are some other methods for manufacturlng
foams u51ng Styrobeads (Brltlsh patent Japanese pauam,
etc ) and that Styrobeads granules in a partlally .
foamed state are used as a heat 1nsu1at1ng materlal

i ‘In view of the above, Styrobeads cannot be termed
an artlcle.“to be used exc1u51vely for the worklng of S

such 1nventlon.
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The Osaka District Court Dicision .. Showa.45 (WA) 1047..

S

. Decided on January 31, 1970 . .

1. ffcit'l‘é“? T'ais'e'_’ M’é't ;éa'sé““

2. Summary of lnventlon

The utlllty model in questlon relates to a.tube Jiw
mat consisting of an element A wherein the core is a:ﬁ
cotton rod which is constituted b&"wiﬁdihgﬂaISmall |
thread around the sllghtly compressed cotton:ln a round

rod shape and an element B whereln Sald core is covered h

w1th a thread twined in cross and 1s further'semed“to—ﬁu"'
gether in’ a whlrlpool ' :
3. _Plaintiff's claim
The defendant was selllng a core materlal hav1ng

the element A but not hav1ng the element B. The -

plalntlff f1led a sult agalnst the defendant, clalmlné h
that the core materlal sold by the defendant had no “
usage other than for the manufacture of the product

‘(tube mat) covered by the utlllty model 1n questlon and_
that 1t 1nfr1nged sald utlllty model rlght._ (There was:‘

also a testlmony by a w1tness supportlng the clalm)
4. Defendant's counter=claim . . . .
wAccordingmto,agtestimonyhhy‘a;witnesseand_a state-

mentibyhthegdefendant,awhileftheﬁcore.material,eold;py”.
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the defendant was “Gsable not only “for' the w1r1pool tubef*
’mat oovered by the plalntlff s utility model but also
for the tube. nat in general, it could be'also used-in
other technlcal fields, =-- the handle for a hand-bag,
the hanger for a mosqulto net, and the core materlal of”

a marlne cable.

5. The”Court's declsaon

- Although the plalntlff clalms that the core:.
materlal sold by the defendant is usable exclu51velyk.
- for the manufacture of the product covered by hls.
utility model and the witness supports the clalm in h1s¥_
testlmony, this court cannot accept 1t over the ev1— .
dences submltted by ‘the defendant Y o |

A The novelty of the 1nventlon covered by the
plalntlff‘s utlllty model is adjudged to re51de in the d
appllcatlon of the cotton rod for the core materlal forzf
a tube mat and the core materlal currently manufactureth
by the defendant is not deemed to be 80 spec;al as to,. :
have no usage other than for a tube mat, as it 1s'i."..
apparent from the w1tness s testlmony and the plaln—
tiff's statement | o R S
Conseguently, inasmuch‘as?theJdefendant's:core':-'

material is not ‘d&emed to be used exclusively ‘for the

manufacture ‘of the' product’ covered by the plaintiff's
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The Osaka District Court Decision .. Showa;45 (WA) 298, .. :

Decided.on January 31, 1974

1. Title: The case of a Hook-and-Loop Plain Fastener
2. The summary of the invention

| This invention relates to a hook-and-loop plain
Eastener as showﬁ in'Fig. 1 whereinl(i) one of the
plain, which made of fabriec, has a number of inter- .
lockable hook members (1), (ii) the other plain has a
pair of loop shanks (2) and'(iii) both plains are |
interlocked with each other by catching the hoocks on

- the loops.
3. Plaintiff's argument

The defendant bought fabrics from another pérsﬁn
- on which thick monofilaments were flocked, treated the.
| tips of the monofilaments to mushroom—shaped heéd to
make the plain (A) of a defendant's preoduct sden in
' Fig. 2, napped the surface of a tricot pufshased frdm
.a sub—contractor to make a plain (B)IOf the defendant’'s
product. A company T purchased the plain'(A):ahd (B)
from the defendant and sold the plain (&) and (B) to

outsiders to make the patented hdok—and—loop plain

—-286—.




-'fastener,g,?heheompanyLTnis;agjointtdefendanti& Thel o
lplzei,nf—ifff;yemphesi zes.-that, the defendant’s:act. Eonn fni
: PrOdupewthewelainsiA)ﬁand AB):is’an:indirect: infringe=:

' me!lt.;?---a.!?@;..ﬂ‘l%?;?!tl?@if,?:! s:act to-sell-the:plain. (A} and"

RIS e s B U LR T

(BLm_.moutSLdexs_ls.an_lnfrlngement“of_the»plaanta££' z

' patentgthe;eﬁgreuthesefacts mustwbewprohlbltedi;a“‘”3“?

45 Defendant's argument .......

'The manifacture of &' fabric with flocked thick =
monofiiaﬁenteanﬁﬁatiiéot“aiéiearriéd'cut*ﬁy:thita.ﬁ:f;
partiss réspsctively. 'The fabric can Be used for =
anothér 4ss ‘besidds ‘plaiti fistéfiers; thé tritot ia™"
easily available in"thé market. Therdfore the fabric
and tricdt*ddnfﬁxfaliﬁﬁnaeriﬁtneﬁartfciee tefﬂéhuéedifb

exclisively for the mantfacture of the products® in

" Pardgraphl of ‘thé Artidi& 101 of thé Patent Law. The

manufacture and sale ‘of - them ‘don 't 1nfr1nge the plaln—?

tiffrs: patent.

5. The cou‘t‘dec151on o 7 _ _ _
: The hook members of the patented plaln fastener 'm

were well known to use as an element of a plaln

‘-fastener before flllng the plalntlff s patent appllca—r

tlon, but 1t was known nothlng at all to use the 1oop

members as ‘an element of a plaln fastener. The 1oop
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members of*the‘Plaintiff'sﬁpatentediﬁlain“fastener*are?
used as:hook catching members. ' The' subjedt matter of
~ the; present invention:lies in thisipbint1~xTheldéfenef’
" dant argues. that. the loops Onialblain“B”are”different‘t
fromfthe;shapeﬁillustratedfinftheﬁpiaintiff‘s*batentfﬂ'
specification;  the catching principle ‘of-said=ldop - "

members is a snap-hook principle, it is different from,

plaintirf'e_hoqkfandf;oqpkp;ain ﬁastenerqip,view;gf a’
catching principle, the_ehape_oﬁﬁloqp‘and”anweﬁfeet,L'

However, there is no reason.to interpretate the word..

"loop" so narrow. It must be widely interpreted the .

word "loop" to be.curved at the tips.of a, monofilament.

andait should not be,;inited:te.the‘;eopsfehape,11;

illuﬁtratedniﬁuﬂlaintiffiﬁ.EaPQQP-SPQQifiCQtiQF-;“3159”
the word "loop” must be interpreted widely. The locus-
made by, one rotation of the vertical axis of the. fish-.
‘hook shaped heok's shank is just-a hook with mushroom- -

shaped head and falls under the present patent rlght. _

It is obvrous thatthe plaln (A) can be used ln another

feature besxdes the plaln fastener. The 1nherent

faculty of plaln (A) Wlll be demonstrated u51ng plaln‘m

(B) at hook—and—loop plaln fastener s use. The plaln-A

(B) is not generally marketed. Therefore, lt is

proper to Judge that the plaln (A) and (B) are used
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L . '7 'onIY'fo‘Prbﬁﬁbé‘E‘Héofiandziadﬁw@iﬁiﬁffé%teﬁéf““u“
- ?EéﬁbiﬂiﬁﬁfthéﬁfJ’Tﬁé“ﬁistrict Court decided to be

granted the injunction of. the manufacture and sale.

T ALY B
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The Tokyo District Court Decision _ Showa 47. (WA}, 3375 ...

. Decided on November 10,1975

1. Tiﬁie!ﬁfhsﬁOieéiuﬁEsss”ﬁ

2. .Summary of Inventions_
Invention A
A process for making:.an-improved-catalyst for iowﬂr
pressure polymerisu?ion_ofiodefin fuiWhich {a)
titanium tetrachid&ide is rsducad bfifi)-mutullic

aluminum and/or (;i},anyémeuu;ﬂpfﬁGrQup“IirorVGroup

III (but other than aluminum) in theé periodic table

or any transition*méuai'suéhfssfarmiiture of ti-
tanium and aluminum chloride at a temperature of
about 150° - 600°C, using:a reaction agent of ti-
tanium trichloride and aluminum chloride mixed in

~wsuch & ratlo as- w111 form an eutectlc mlxture an

;heHhalogenlde mlxture so 'bt_ln'

'ﬁactlvated by'alumlnum alkylate compound such as
"alumlnum trlethyl..u |
' Inventlon B :

A process for maklng a catalyst for olefin polymer—ff

1zatlon in whlch partlally reduced eutectlc tlﬂ-w-
dtanlum,chlorlde/alumlnum chlorlde catalytic compo-

nent is ground by a dry mill and then activated by
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- aluminum alkylate component.' The intensity of -the..dry -

_mlll grlndlng is equal to that of at 1east one—day ball_;

\mlll grlndlng usrng steel balls. o

N 5
s 4
Tg
%
E
s 2
Gad
iR
1

]

2

1§“iden-;
tlcal to the clalmed catalysts and is. used for no. other:
purposes than catalyst for olefin polymerization. ...

',aThﬁc9%#?4@6?#;iaaquégedaiﬂ:Fhe{husine55epf;

manufacturing and selling TAC as -a catalyst for olefin.

polymerization, which means that'they manufacture:andwﬁ
sell a product used exclus1vely for the worklng of the _
patented Inventlons A and B Therefore the defendant 7
is lnfrlnglng the patent rlghts of Inventlons A and B

In accordance w1th Artlcle 101, (2), and Artlcle 100 of '

' the Patent Law, the plalntlff demands that the defen—':fmmm““mmmum'

dant dlscontlnue the manufacture and sale of TAC and

destroy the product made. _

4., Defendant?s_argumentn_iz?

...TAC does not, come ~under. "the articles to be. used. ..

_exclu51vely for the worklng of such 1nvent10n referred.

to in Article 101, (2),.of the Patent Law.. This has,
been testified by a British patent, a Japanese patent, .-

a Japanese patent application laid open for public... ..
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inspectioni .oy

5:: Plalntlff's refutatlon over Defendant s argument
Any other uses that can preclude the appllcat10n=“
of the provision, "the articlesdtO”be'uSed ekdluéivelyd
for the working of such ‘invertion," referred to in .
A¥ticle 101, (2), of the Patent Law miust bBe on an
economid?“cdmmefeialjforiﬁreetieeinhaEiEf”FThe?iEQEHZHH‘
tions cited by the defendant ‘are ot belquWOrked in

practice and therefore have no*practlcal 51gn1f1canceﬁwi

from*thé‘écohoﬁié“vieWﬁoiht}'

6.1 The Court s dec151on

The plalntlff 1n51sts that TAC the defendant‘
product is not in practlcal use for any other purposee
that the appllcatlon of Inventlons A and B and, though :
not 1m90551ble of uae for other appllcatlons, has no .
90551b111ty of belng used on an economlc, CQmmerClal,;:
or practical basis. It should be understood, however,u
that the responsibility of veriinng”an“artiele to be
onef“ueed”eXéluéiﬁeiyf&#5thehﬁorkingﬂof'such:iuvéutiou"
rests with the'party demanding application of the =~ =
.'provision~6f Artidle”lﬂl}'(2),nof"the Petent‘teﬁ:.
Theréfore, 'in''case there'iéfproduEe& a 56uﬁ£eg;éﬁ£dencé“

fpointing‘to‘an"objeotitejooseihiiityfofItheﬁértiele5-
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being used for?ofﬁef'pﬁ}poseéiFthé”péffﬁ*éfié§1ﬁ§$ Hat
it is. "used exclusively for the working of such inven-

tion" must verlfy that there is no- pOSSlblltY of the :

article bezng used e'onomlcally, commer01ally, or

'§ractrca¢xy for-other dpPLlCdCLOHb.

Slnce the ‘plaintiff has not’ ‘mide’ such verlflcatmm,
its 1n51stence is: groundless ‘without requlrlng any ﬁi?:*
judgement - as:to whether~TAC is regarded‘as the'buhaﬁid 
mixture”rofifitaniuﬁ cHIOfidé.éﬁd“éiﬁﬁiﬁﬁm chloride
under Inventlon A or "partially réduceéd’ eutectlc';
tltanlum chlorlde/alumlnum chlorlde catalytlc component“

under.Inventlon-B.-;
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The Osaka District Qourt Decision ... Showa;52. (WA) 3654 »o. oo

.. .. -Decided on February 16, 1979

L. Title: The Case of Temporary Fixing Nail .
2. Summary of invention . ..

J_JThis;inventiqn,rela;es ;oaa;method:foresecﬁrelf
fixing an gﬁqggeq;gl‘boa;d_to;é,wall,5which:c0nsis£s
in sticking the plate on.the wall with bindihg¢ageﬁt53
Tor adhgsives{ and ‘knocking in nails thefeintOféach~ofrwf
which is provided-at the igt%Imediate3ther§of;with avi
pressure applying member of cylindrical shape, made Of *

elastic material such as rubber or synthetic resdin. . -

3. Plaintiff's argument

The article (nail provided at the intermediate
with a cylindrical member of elastic material such as
synthetic resin) manufactured and sold by the defendant
”infringes the present.patent right because the article
is to be used only for working the invention of present

patent.

4. Defendant’'s arqument

The defendant's article (nail provided at the

intermediate with a cyiindrical member of elastic

material such as synthetic resin) is not only awvailable
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for working the present patent’ but isvimiversally: o’

applied for multifarious uses.: :The:article is used for

“followiqg,purposﬁe?pradtically:andﬁeconomically$m"”

As press nails. for:accessories,:ete, -

U
_i
;ﬂ

-s

5. The Court s dec1510n o

o Concernlng the aP?llanceﬂof Artlcle 101 (11) Of

the Patent Law for 1nd1rect 1nfr1ngement, 1n order to

make a dec151on whether the artlcle used 1n worklng the '

| present method patent has “another use". follow1ng -.] '

'respects should be consmdered..

Articles generally seem to have particular
manufacturing purposes and inherent use becomming in

their characters or features derived_froﬁ'the.function

and/or faculties of the articles. Therefofe,fthe term '

use” in the Article of the Patent Law'ehouiefbe under-
stood as a primary use most_suitahie;fori%orking of the
invention. o ' k

From the standp01nt, in connectlon wzth a construc—
tion of the Artlcle of the Patent Law, 1n order to

examine the ex1stence of another use” and to make the

' same p051t1ve, 1t 1s, ‘as a matter of fact, not only

necessary to point out;that‘the_artlcle has a temporal

usability such that the article could be served for
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"another.use". if desired, but it is mnecessary to ~- 0
demonstrate that the practicality of "another use"“ar“-'“

the article may: be socially regarded as ‘a practicable

use from the commercial: andeconomicals view, and-
further that in principle the use 15 practlcally

reallzed at present The defendant 5 1n515tence on, the

another use ls, however, not appllcable to the above— e
deflned "use".' Therefore, 1t should be oonSLdered that‘

'the artlcle of the defendant 15 only'awulable for work- )

ing the present patent of the Plalntlff

b

5

\

b T

S5

=3

_;t,.f_Nall ) R
3...,eCyllndrlca1 Member

477 . Otnamental Board

i 5% vy ‘Adhesives
6.... Wall
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. PIPA COMMITTEE -NO,. 2

* 'PHILADELPHIA CONGRESS - OCTOBER 24 - 26, 1979

co T M. VAlaned . - s

IMPLIED WARRANTIES ATTACHED TO
.. .- _: INTELLECTUAL PROPERTY LICENSING:. .. .,
LIABILITY oF FRANCHISORS AND TRADEMARK LICENSORS .

'Last year at the PIPA Congress in Nagoye, we heard a
very interesting paper by Mr. Kou Kunieda on The Problem of

Products Liability in Japan.  We also heard some timely comments

ffrom Bill Norris who has now asked me to give a brief up-to-date
“on some ‘recent developments in the U.S. case law on implied ii
--warranties “An' licensing of intellectuel property. Today I will

7hsive special attention to some recent cases involving implied

warranties by licensors of trademarks.

The recent“case'of'connelly v;"Unirével; inc:;’ decidedx

earlier this yedr,’ ‘389 N,E. 24 155. (Ill. "1979) held Uniroyal

strictly liable on an independent basis when a defective tire bore

‘1t6 name.  This pesult was reached and'the 1icensor held“liable"

on the .theory that Uniroyal, the"licensér had oarticipatéa AR

some ‘manner ‘in -the ‘chain of distribution of ¢he defective tire.

‘However; the Illinois Supreme Courtwheld-that*such garticigatins~*

c¢lalm, The Court went on to hold specifiically as follows:
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A licensor is an integral part of the marketing enterprise, and
its participation in. the profitsireaped by placing a defective
product in the stream of commerce presents the same publie policy
reasons for the applicability of strict liability which support
the imposition of such liability on wholesalers, retailers and

lessors,.™

Another recent case, Kosterr :Sevenﬁ_p €0.595 F 24

347 (CA 6 1979) held that the plaintiff ‘could recover from a
franchisor for breach of implied warranty of fitness in a product
sold by a franchisee." In this case a soft drink carton was
defective and the Sixth Circuit ordered a new trial because, i
although some of the Court's instructions were correct, some.y
'were nct, and there was no way of knowing which instructions uere
followed by the Jury in awarding plaintiff $150 OOO damages.:_:_
. ‘ The Appeals Court held that the trial Court Jhad properly

_submitted the case to the Jury to assess liability for -breach.of
implied warranty under the “Seven-up" trademark, .. . .-

. One of the important factors oonsidered by the Appeals
.Court was the fact that "the consumer's reliance on the trade.
name_wnicn_gives_tne_intended impression;that.tne_franchisor is:
responsible for and stands behind. the product. : Liability-is ..
based on the franchisor 5 contrcl and the public 5 assumption,
.induced by the franchisor 5. conduct, that 1t does in fact: control

: and_youch_for the product.” i oo
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.The opinion of the Appeals Court in Kosters v.
Seven=Up Co., cited an earliericase! ~ City of Hartférd v. -

i Constrs CoL SH”Conn;:Sup;”20H;*3§H A;'2d“390“(19?8)t where

a-trademark. iiéé'ﬁscr;_was;ihsia;iiébiém;fba;pnbpentg‘_d'aﬁiage ih]

' caused by & roofing material ‘fized, s01d and’ applied dnoa

:derective manner by a trademark 1icensee.

These “implied warranty" under trademark cases"“
are receiving wide publicity amongst the Product Liability

Trial Bar.'f Accordingly, the warranty theory of trademarks

m::can be expected o be raised more often in"the future.‘”?”w

i Any review of recent case law in implied warranties
would be lacking without a brief historical summary of

earlier decisions. For such a summary, I recommend that

'fithose interested might wish to read a 1aw note from the_”m;mmmmummw";

North Carolina Law Review (Volume 50, 1972) pages 6h7 - 55&

entitled “Asency - Apparent Authority and Agency by Estoppel.
Emerging Theories of Oil Company Liability for Torts of L

' Service Station Operators."' This article discusses the cases

prior to the Gizzi v. Texaco case, involving asserted liability

_of an oil company s products. . The gist of the old rule
'1 before Gizzi v, Texaco was that the trademark signs at

N such seryice_stations_yere‘an indicatlon of the source
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of the products sold, but that there was no warranty which 7
extended beyond.that~representation. However,. in a 1971 decision
the Third Circuit Court of;Appealsﬁheld_ingGiazi v,ﬂTexaco, .

437 P.24 308 (374 Cir, 197L) that whether Texaco gave the dealer
.Gizzi apparent authoritx_to1repair:orakesLuas_abiactiissue for
the Jury to decide. _ The Court held that Texeco could be'liable‘
even though no. actual agency existed between Texaco and “the
-operator and Texaco received no part of the sale price. The
service station operator ‘was considered to be a kind of "licensee"
“'since the Texaco 1ogo and advertising slogans were prominently
-”displayed.‘ “You can trust your ear to the man who wears the
Star“-'. .. . : | . : .
- In a case ten years earlier, Sherman V. Texas Ccmpanx,
165 NE 2d 916 (Sup. Ct. Mass. 1960) the typical "old rule" is
illustrated wherein.the trial court excluded a motorist' )
V‘Itestimony that he assumed from the appearance of a service
station's signs that it was operated by the Texas Company wnanhe
E had alleged was responsible fcr hils injuries sustained during the
'”operation ot a hydraulic 1ift by the station attendant. e
have come & long way_in twenty yearsg'" This “old rule" is being
ignored by some decisions.  For ‘example; in Johnston v. American

011 Company, 215 NW 24 T19 (Ct. App. Mich., 1974) a death action

was brought agalnst an oll company wherein the plalntiff decedant
was shot by a service station propriletor, The court found that

there was sufficient evidence to raise an issue of fact as to

“ﬁﬁwhether the servioe station proprietor was an agent of the oil .
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company. .. Finally, in-another.1974 case, Clark v, Texaco.; 22 .NVW

- 2d 52. (Mich. “App.,;1974), :the court .found that. it was a.fact.. ...

s ligble where.a customer was. bitten

by a Texaco dealer's dog on the service statlion premises.

| | These recent cases follow the genegral trend in product
1iability law where the courts allow the plaintiff to look far
enough to find a "deep pocket"; they are not isolated examples
of an unintended extension of the trademark warranty. The .
r;sht of a trademark owher to control the nature and quality of
the goods and services sold by licensees can be a fact t¢ be con-
sidered by a Jury to determine 1f a dealer had "apparent authority".
However, this control right exists as a matter of law, and the

fact that it may not be fully exercised will not prevent a jury

from-considering the fact issue as to whether a dealer 18 & -

trademark 1icensée and whether the olil company 1s a trademark
licensor with the inherent right to control the nature and

quallty of the products and services furnished by the service
statlon dealer to the public under the oll company logo and taking
advantégg of the oll company mark and name with its national
advertising.

The extent to which Courts may impute liability'oh e
a'theory of implled warranty agalnst an oll company whose service
statlon dealer Is sued for somé injurg or wrong suffered'by a
customer will, of course, depend on the specifilc facts of each
case. However, the present trend seems to be moving toward

imposing greater liability on the oil company. There are more
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cases to'bé’éxpected in this ared and it will be interesting "
. to see’just how far the Courts will éd*inifiﬁding%oilfcomﬁénies‘*

" strictly liable ‘when suéd by service station” customers.-
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MEMORANDUM OF LAW

[N

TO: 'E.H.*Valance..

FROM: JURISEARCH,_Inc.'

: .;¢anb111ty ;f Trademark Llcensor for Torts ofafwﬁs

Llcensee

pATE: September 17, 1979

DIGEST OF CASES

I. Connelly v. Unlroyal Inc., 389 N E. 2d 155.
S (TIL - 1979) '

Plaintiff purchased automcocbile froh'ﬁuick.aeaier |
in Illinois.’ At'time of purchase, tires on automobile
bore name “Upirdyal"'and”legénd-"ﬁﬁde'in.ﬁéléiqu“

The tires had been manufactured by Uniroyal Englebert
Belgique, S.A., sold in Belgium to General Motors and

installed on the automobile which had béén assémbled -~
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in a General Motors plant ??_39131?W{U§bi999d to the

After he pur-

U.5. and sold to pla;ntsz 1n Illxn01s"'

chased the car, plalntlff was 1n3ured when one of the
tires blew out. Plaintiff sued both Uniroyal Engle-

 bert Belgique, S.A. (Englebert), and Uniroyal, Inc.

At the time the tire was manufactured; 95% of
the Englebert stock was owned by a wholly-owned

subsidiary of Uniroyal. ‘Unirdyal: had’ granted a non-

—exclusivelicense to Englebert to use Un;royal's regzs-Jnr

tered trade name, and had made avallablg detalled infor-
mation as to methods,-processes and formulas used in |
the manufacture of tires and tubes. Englebert was
requ;red to permxt Unlroyal representat;ves to have' w
knowledge at all times of the manufacturing operatzons
and goods identified with'éﬁéféiééé*ﬁéﬁéEand logo of -

Uniroyal. Otherwise the entities were entlrely

separate. Unlroyal had not at- any txme been ln possess;on

of the tire in guestion.

In holding for plaintiff, the court said that. the - .-

fact that Uniroyal -had .not been. involved.in-the

- actual distribution of the. tire would-not-preclude the

application ‘of the doctrine of;strictlliability.as4tQJw~aﬂ

Uniroyal. ::The .court reasoned-that:a“licensor.of a . .. ::
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that the licensing agreement had placed the defective
product in the stream of commerce and that Uniroyal had

profited thereby. Publig polacy "ensrderatlons man=

_atemth:q‘””‘ ‘4zeswthemusemo£m

bears the burden of l;abxllty for defectlve products
marketed under that trademark, partlcularly where the

product bears no ;ndlcation that 1t was manufactured -“.u

- by any other entlty. '7"'

2. Sl ari_v, Vllla Ollva COuntry club, 63 Ill. App. o 7
9854 380 NJEi= 2d 819 {(d978). - b RS

_ Plaantlff was Lnjured when a golf cart he was derlng
overturned.A The cart was owned by defendant Vllla _
Oliva and had been purchased through an automoblle‘fi”__
dealershxp. The cart carrled an 1nsmgn1a 1uentrfy1ng lt.
as "Club Car.,w The ev;dence showed that the cart had
been manufactured by defendant Stevens Appllance Truck .

Co. for defendant Club Car, Inc., whlch was a separate . .
entity with overlapping officers and darectersi,_club,Cart
Inc. contended that it could not be held liable because.
plaintiff had failed tpiehqutnatbc;ub_Car_was the manu-

facturer,.N;n_rejegting_tnisﬁcontention(ithe\gourtsheldu.,

that Club Car, Inc. could be held liable if it were .- -

- found that it had sufficiently held itself out as.the manu-

facturer. The inquiry is a factual one to.be determined.
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by the trier of facts.

3. Clty of Hartford v. Assoc1ated Constructlon COmpany,"f
34 Conn. Sup. 204, 384 A. 2d 390 (1978)1.~ R
Plazntlff CItY sought to recover for proPerty :f .

damage result;ng from a 1eak1ng school roof. Defendant _f 

Silbrico COrp. owned a regastered trademark for b |

roofing material, and had licensed the use of ‘the rradee

—mark to defendant bualder. Plarntlff alleged that the

builder had applled the rooflng mater;al ‘to the school

building in a defect;ve and unsafe manner, resultang in
dameges to plalntlff. In holdlng that plalntsz could

recover from the trademark licensor, the court noted .

that a trademark lnst;lls in the consumer a confldence

- that he w1ll get the item he asks for and wants to get,

and that a trademark brands the goods ‘as genulne, e

indicates the’ orzg;n of the goods ‘and’ guarantees the'

qualrty of the goods. In addition, under the Lan=

ham Trade-Mark Act, a licensor of?a trademark must

exercise supervision and contxol over his licensees

in order not to.be held to have abandoned his trade-

mark;nvFina}ly, the court quoted'§esta€emen£7{eecond}'of'w'

Torts § 400 to the effect that one who puts out ae his

own product a chattel manufactured by another is subject’

----to-the-same-liability as though he were its manufacturer. ' . ...
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4. Drexel v. Unlon Prescr1 tlon Centers, Inc.,_sasz

Plaintiff‘s decedent had dled as a result of a r;

prescription megligently £itTed- bywdefendant«'emfran —

chisee. The court found that the agreenent between the%
defendant franchisor and. the franchzsee required the
franchisee to use the franch;sor s name and logo,' ‘
that the franchisor had the r;ght to approve ‘the loca-
tion of the franchlsee s store and to respect the pre-
mises during normal bus;ness hours, that the franchlsee
was reqguired to malntaln the store 1n a clean condltlon
and attractive appearance, and that the store- was requ;red

to be operated “"as part of a nat;onal organzzatxon ‘se-

high standards of service, appearance, quallty of
eguipment and proven methods of operat;en.“ It was held
that the franchisor could be 11ab1e fqr,the francﬁieee's
negligence on an agency theory, and the questlon of

agency is one of fact and turns on the degree of contral.

5. B.P. 0il Corp. v. Mabe,;370«A, Zﬁﬁ5543(M&.,19371.

Plaintiff sued for personal Lajurles sustained when

a sérvice statlon attendant attempted to put gasol;ne

instead of water into plaintiff's radiator. The court
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held that as to the oil company s llablllty, the ev;dence
- Was 1nsuff1c1ent to show actual agency or agency by ‘
estoppel, and czted the follow;ng cases where courts
falled to flnd a staflon oPerator to be the apparent _
agent of an o;l company. I o e

Miller .v.--Sinclair -Refining CO., . e o0
268 F. 2d 114 (Sth Clr.11959).

Unlon 011 CO of Callf 