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.PACIFIC INDUSTRIAL PROPERTY ASSOCIATION

THE FOLLOWING PCEM WAS WRITTEN TO EXPRESS THE
FEELINGS OF THE AMERICAN GROUP MEMBERS TOWARD
THE JAPANESE PEOPLE AND NATION AND WAS PRESENTED
AT THE CLOSING OF THE ELEVENTH INTERNATIONAL
CONGRESS AS A GIFT TO THE JAPANESE GROUFP MEMBERS.

JAPANESE SUN

The Japanese Sun has risen,

Risen proudly to its sacred
Place between heaven and earth.

Its strong golden rays
extending deep friendship and love
across the seas to every land, to every people.

Shine on brave sun,
for your glowing freedom
brings men together in brotherhood
to strive for the common good of all mankind.

Shine on venerable sun,
for your energy ‘and wisdom
shall touch the heart and light the way
for those who know your warmth.

‘EDWARD DREYFUS
24 October 1980
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*,'OPENING: ADDRESS:

Koichi ono, President
Japanese Group

Good morning.

uish

uests and, all aSSOclatan members'” T

'ﬁm;ﬂ9¥Qh%gODO¢ he .president of the Japaneee‘
group.this . year.. ..

— It is a great pleasure for me to attend,this"llth
PIPA Internatlonal Congress to see all of you and to extend

a hearty welcome to you.

As many.of you may remember, the ird International
Congress was held in 1972 at thlS same place. In rev1ew1ng
the past 8 years since then, the polltlcal 51tuatlon 1n “the
npworld:has changed .a great.deal, and the innovation of, . .
technologies has more and.mere rapidly and efficiently been
made. Such changes have made great influences on the system

of 1ndustr1al property rlght in’ many aspects in many

'Htcountrlee.

o Under the clrcumstances,ti%&le”ghlfeiheahingfﬁl
tthat the people in the fleld of the 1ndustr1al property I

rlght in the U S and Japanese companles get together every
year and exchange 1nformat10n and oplnlons.’ Fnrfhér}aa"
u“meetlng of the people hav1ng dlfferent backgrounds igt i

“tmeanlngful also for the mutual understandlng.

' Tt sincerely hope that this Congress will 'be =

" pleasant and will attain 15 objastives.  Thaik you, ©
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REVIEW OF 1979 ACTIVITIES “ PAULINE NEWMAN

OCTOBER 22, 1980

Good morning, honored guests and members of the‘Pacific

Industrial Property Association.

This ‘éléventh year of ‘activity and’ gréwth-of PIPA is a

continuing tribute to the worth of this organization:to ™

“our ‘méfibe sy

These Annual Congresses, and the varlety of reports wh1ch

.. are presented, reflect the scope of scholarshlp and exper-

_rlepce”whleh res;des_rn ogr”members,ﬁ The 1nformat10n )

..@%changed is invaluable.

These“annual ‘meéetings, @hd odr annddl published proceédings,

"dre ‘an”gssential ‘functitn of PIPALE

,.=-._J o

The 1979 Congress met 1n Ph11a _lphla a year ago, and was

well attended by delegates from Japan and the Un1ted States.

The program reflected current 1nterests and act1v1t1es in

1ndustrlal property - as, does the program of thls Congress.

. _There were reports on the latest changes 1n patent and _'

trademark pract1ces 1n several countrles, dlscuss1on of
jOlnt research and 1ts problems,‘and of 1nternat10nal trade
guestions. And there was a lot of attentlon, at last year s
meetlng, to the spec1f1c changes proposed 1n the Parls

Treatxy;;the_IntepnstlQnal.conyentsenhfornEherprotect;qn,°f

Industrial Property.
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One :of -the important .purposes for which.PIPA was formed. .,

‘:;related to our wish to-be.involved in.international negotia-

tions:and.treaties.in the industrial property field.. . This
became ;a.dominant .activity for PIPRA:last.year,.in view of.

the. Diplomatic:Conference held.in Geneva in.February of . .

e

At the Phlladelphla Conqress we reached a strong, mutual -

PIPA 9051tlon on a11 of the major 1ssues 1nvolved in thlS.

renegotlatlon of the'Parls Treaty.f PIPA has the status e

qof:M"official . observer" zag;a-non-governmental, organlzatlon,

and as;suchggur,formalﬁpogit;gngpgperﬁwas distributed at .,

Geneva. We.were.represented-throughout.the Conference. by.

both Japanese. and:American delegates.of PIPA.. You:may well

imagipe our:chagrin.when almost the entire month was spent

~discusging.the rules,of procedure.  This. debate took place

in a; highly political. atmosphere.reflecting the; split.of .

winfluence blocs:within the United Nations. - and then splits

within: blocs,. ..

It is now.planned. that.this Diplomatic, Conference will . ...

continue. in Nairobi, in:the fall of 1981.. PIPA continyes.,
to.be a.spokesman. for. the views of the industrial users of
patent and trademark systems. We hope to continpq.ﬁg;cg;q

fully to express these views.




The role ‘of ‘non-govérnmeéntal organizations “stich as PIPA“:
““oofitinues to ‘bé ‘Timitéd to thit of ‘observer ~i'gnd “oc¢dsionally
ddviser <“in Ereaty*neéotiétfoﬁé Stch as“this“ehe i "Negt *
month”in Geneva WIPO'(the World Intelleétual Propefty i
Organization) 'has cdlléd a'meeting solely Gf non=govetn-:
-mental organizations. PIPA will be reﬁresented, by Mri“0zu
of the Japanese Group and Mr. Jorda of the Amerlcan Group.

We hope that the outcome may be a strengthened v01ce for B

the prlvate sector 1n patent and trademark matters.

B

‘THis"pasti'year® the Japafiese Group Presidentiwas Mr. Shusaku
Toki, Who-at- thé time 'was:General Manager:of:the Patent
Department at Hitachii “Mr."Toki’'has’sinée been’promoted::
to the“Research Departmént, ‘and on-behalf 6f the American”

Group, and” for myself; I should’ like to” express to Mr. Toki

our ‘appreciation for his: leadership @nd his friendship. On
NN S-St —

‘ S e
behalf of“PIPA, ‘may I presént ' this certificate andi"this -
“ioken of our regardi’ ' Wé are delighteéd’that’ you will®éohtinue

to serve PIPA on the Board of Governors, as past=presidént.

This' year's Congréss’continues the tradition’ of excellence
of olr program:’ To our hosts; may’ I'express’ our delight: "
at being here)”and’ oir anticipatidn £or the Congress now

-bééinning:“:’”ﬂ* I T I SEALRIECIE ETmm i B
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“mARYCconplicated and - séricus-probléms sawai-ting -S6lution. ..

KEYNOTE ADDRESS
Koichi Ono, President
LereJapanese tGEoup . il
Ladiés and dgéntlémens

The industrial property right system is-faced with

The 'solutiony 'if aiy; may influénce to a great extent, the-
activity of companiés. - wilr
AT OHEY of -sucht probléms istarkindioficrisis- ofithe:”
protection of inventitns: Astyou knew,:the:principle:of the
patent ‘System ig” the'protection of inventions: to:encourage
inventiVé“aétiﬁitiés“ana*tofcéﬁtributeﬁto*theideVelopment of
indﬁétfya”xlt?is”bélieVéd“that%this”Principle is commonly
applicable: to'all! eountries having a patent: system.:
foceiPhis principle is:confronted with problems: In
this comnection; as thé:greatest «intermational: problem,
there ‘ig’ thHe ‘cohtroversy between: developed and .developing
countriss’ on the' transfer'of:technology: between: them..
“uThis ‘Subject has been ‘di'scussed .for many years in

all ‘directions and from every point of wiew. - However, both

developed and developing countries have not yet reached a =

“final gatisfactory conclusion, and the goal seems to be far

ahead.
St -well understood sthat ithere iis.a-great:
econoni¢ gap ‘between developed ‘and ‘developing countries-and

many attempts and-efforts ‘toreducde such a gap.Have been



made.

It is essentlal to facilitate the transfer of

technology from developed countries to developlng countries

in order to promote and encourage the industrialization of

sithe latters: - E FCvin mTLernonys Dol

ridght system can-act as angeiement;ip theﬁpxqcesg;pf;ggch,u
transfer of technology. Thus, the revision-.of.the Paris. .

convention:has: been-proposed and;discussed.: . The-.declaration

con thesdbjectives of, the:revision states:. ..

<~ The:revision: of the Paris:Convention:should:aim to, ...

~econtribute: to the: establishment-of. a;new: econpmic. ... -

‘si'order in the:world inﬂwhichxsocialfjnsiicespreyails,,
and:econgmic~inequalitie5ﬁbetween:natiqnsyaregpergea.
Industrial property, in particular. as.it. relates to

ﬁinVéntions;xshouldmconstitute;an;element;in,the;_,.;-
~:Vpr0cessJof:themtransferrofhtechnologyaand should ...
' contribute to’ the:achievement of .new: technological.. ..
Lfkadyances;wnltwshouldﬁservejthEIgQalspr a-new economic
order;:in particular: through:the.-industrialization of
developing scountries.. ;- oo

-The .ideal: is lofty. . However, the. question is how

to realize the ideal. In order to realize the idealﬁgpepg

the principle sof sthe ‘industrial .property right .system,

3'-p’a:t:ti»c':u‘ll'.?a.:t:il_‘y.,,:1:1"1t5:a‘.pat'£-3ntf‘:E‘..y,-steIt'lltgl’Jex--:'},E’_-O}_:)._a_u‘.f;(fl;;'l-‘Z’_Eﬁ-?,;;_,_.Ca,I,l_5_._:1‘—,1}(-?.,.__;.--,

jeopardization.of the:patent system realize .such a lofty .

1
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ideal? The:answer s obviously megativedissw
Theﬁ“ParistCOnventionﬂWiSsautreaty;relating to the

protection:'of inventions;, rand it has :-basic: principles of sz

national 'treatment): independernce of patents and priority: i

These'principles represent the fundamental agreements of:issm

~member-s¥ates-dn-ithe.protection. of. inventions:.: Thus, the - -

Paris Convention :should be ‘equally applicable ts all member
states. SRR

=3Undéx%%he¥piindip193f the: Convention-has: - contrib—
uted ‘to the international ‘transfer of. technology, isince it
has*ﬁfovidedﬁapprépriate=prdteétioatof‘inventions,in-member
states. -In other words;fwith6utﬁappropriatefpfoteciion?oﬁﬁ.

ifiventionsy thetransfer ‘of “techndlogy will become obstructed

“rathér than-fadilitated o Sobevoons Ih oo o

Any revision :of the Paris:Convention, apart from::
the basic principles, may cause a lack of trust in the-patent
system, and people of :developed couritries could:even hesitate

to file patent’applicaticns ‘invdeveloping countriés..;:This:

isdeViOHSIyfqﬁite’ﬁgainst*the?objedtiVes1of the - réevision-6f

the./Convention: i
It is unfortunately a fact that, heretofore; in

the transfer of techroldgy, theresrhave -been‘attemipts in the

“gide BE-a transferér-to impose . unrfeasonable.conditions:on:a

transferee. “Such-attempts. have beén maderin:both Inter-. -
national~and:domestic bransfers«of: technologys. Suchrattempts

have beén treated as d gquestion-ofrmisuse:or abuse:ofaright,



and should be treated:in:.the -same. way: in the.future:
sy LIn -anyrevent,: even though-the :aim may be to avoid
such ‘misuse. or abusey, any: revision of.the Paris.Convention. .
affecting esgentialiguality of: ,pa_tep.t::-‘r'_igh.t..s_.-.shoul__d not be:
made.:
cenBe dgtiar matter Of: course. that <the :transfer of o
technology. from developed -countries: to developing: countries:
is to be made under fair and reasonable conditions. Such::
conditions: sare:variable and flexible:depending :upon the kind
.of technology; 'social dnd-economic :situation.-of transferce,
'andhso‘ony;gHowever¢ any ;condition: which -deteriorates the. -
érotectionfofainVentipnSgwouldﬁneven:bemreasonablg. If -the
Loprotection of -ihventions iis.deteriorated,. -the xesearch .and :
development would be discouraged andithen, 'the‘patent-system

would contribute ilegs . to :the ‘establishment-of a new economic

Foorder il

<= Now,..turning. to the: domesticproblems, it is:well
undefstood ‘that-Americans have  interests ;in.the.preoblems of
“Japan zandvice versav::Manydomesticrp;oblemsyarggpecuLiag.
to one country but many of them are of a nature rcommon to:
both the-UuS:~and Japans:n’

=7 -One:of suchcommon problems:is . the:protection of:
inventions.iin: certain-fields. ~:Rapid. technical inngvation:is
resulting inonew. types of-inventions. :+Fhe: question is. .
ziwhethersithe presént“patentusystemaprovidesasufficient;,fair

arnid: reasonabile piotection?fornsuchfinventionsﬁ;JI have not




yet, heard that the problem of the protection of computer

softyare. has reached a, satlsfactory solutlon. The dec151on

.. by the U.8&. Supreme . Court on. the Chakrabarty case rules that

a microorganism can not be excluded from the patentable

subject matter. The Japanese Patent Office has revised its

~old.and. long.practice regarding microorganisms per se as-

‘unpatentable subject matter because of the lack of reproduci-

bility. The situation has been welcome by most of the rele-
vant companies. However, this is not the end of the-issues
on the protection of inventions relating to the so-called
genetic engineering but is just the beginning. It is
necessary for us to be prepared to cope with the protectidn
of new £ypes of inventions.

On the other hand, it is also necessary for us to
reconsider whether the present practices and legislations
still provide fair and appropriate protection of certain
inventions. For exXample, research and development of
pharmaceuticals takes a long period of time. It is not
seldom that a pharmaceutical obtains an approﬁal for indus-

trialization by the govermmental authority more than ten

_years after the relevant patent application. Therefore, the'

effective excluding period under the present patent system

may not ptovide a reasonable and gufficient protection to

,the patent owner. 1In this connection, the patent term

restoration bill in the U.S. is very significant.



it 'ig our respénsibility o seek fair and reason:

able protection of inventions to encourage”inventions and"’
"develop industries thereby in both internatidnal and domestic

cases.

510-




.:members, ladies and gentlemen;r

.+ October 22, 1980

‘Text of Speech” 7
L1 byt Sakatotoy -

i Honorary Chairman,

".'for Tokyo Congress of PIPA

Mr. Chalrman, distlngulshed g ests

' As cha1rman of the Japan Pat?‘t Assoclatlon, I

‘would 11ke to ﬁelcome you

w1th I Would like to aay that I.deem it a great “hotior

to be nominated .s HonorarydChalrman“of the 11th

Internati w Congress of the“Pac1f1c Industrlal

'Property Association,

Attendlng the Congress in thls hall "we have many

expertszon 1ndustr1a1&property from both' the Unlted

States and Japan' The presence of Mr:-Sldney A.

Trademark‘o f1ce,‘of Mr. Justin L. Bloom, Counselor for
Sc1entif1c and Technological Affalrs, Amerlcan Embassy,
"and of Mr. Haruk1 Shlmada, Dlrector-General G€ ERa
Japan Patent Offlce, gives an added grace “and 51gn1f1-
'cance to the Congress. T thank the gentlemen for'Lwﬁ“
their attentlon and attendance to ‘this’ meetlng.
‘; I note,‘and I am sure all of you do too, ‘that”’

there is a world-wlde recognltlon ‘for the need for e
establlshlng a new internatlonal order regardlng the”

transfer of technology. o

:“_11_



It was pointed out in the previous Congress of
PIPA that, in order to facilitate the transfer of
technology from developed countries to developing

countries, it is essential: for the latter, 1n the
V'flrst place, to. Dbe ready for such a transfer for

instance, to leglslate for the protectlon of inventions

and, at the _same time, to prepare the ground to recelve

'fa:rness to meet the expectations of the transferee, '
In thlS connectlon, there have been movements of‘

rev1ew1ng the ex1st1ng treaty covering patents and

trademarks. Foremost among them,'ls the revi51on of

ﬁthe Parls Conventlon. L

l understand there w111 be:another ;plomatic

'Conference in September n xt;year to del1berate on _;

the revision of the Paris Conventlo ‘HIt is my

ﬁfs1ncere w1sh_that the United States and Japan Join

wefforts for such rev151on of the Convention that 1sim

"beneflcial to both developed and d_velop1ng countrles.
e There are also 1mportant subJects other than the
technology transfer, includlng new leglslation, 1nter-

pretation of laws, practlces, etc., and 1 understand

that these subJects w111 also be discussed rn this"'

Congress,kand I 51ncere1y hope that the Congress w111

attaln frulful reSults through these descusslons.

Before concludlng my welcomlng address, I wlsh f
you will enjoy your stay in Japan as it is the best :

52a500 NOW,.

—12-

;
é
|
!
|




.

JUSTIN L, BLOOM. - ;
COUNSELOR. FOR SCIENTIFIC AND TECHNOLOGICAL AFFAIRS
AMERICAN - EMBASSY

DR NEWMAN, MR. ONO LADIES AND GENTLEMEN'

AMBASSADOR MIKE MANSFIELD IS ON LEAVE IN THE UNITED STATES AND
I HAVE BEEN.: ASKED:TO REPRESENT HIM AND THE EMBASSY AT THIS. .
. GATHERING. IT IS A MOST: PLEASANT TASK: FOR ME TO DO 50. ‘AS AN

”“WENGINEER “WITH SEVERALY PATENTS OF MY~ OWNj= I“HAVE -A~DEEP- RESPECf'm

FOR THE NEED: TO PROTECT INTELLECTUAL PROPERTY IN ADDITION MY
OFFICIAL; RESPONSIBILITIES OFTEN TAKE ME.INTO ‘THE. REALM OF. -
PATENTS AND PROPRIETARY. INFORMATION. ONE WAY. THAT 1. KEEP ABREAST
- OF THESE MATTERS IS5 THROUGH. MEMBERSHIP IN THE. PATENTS LICENSES
AND. TRADEMARKS COMMITTEE OF .THE AMERICAN CHAMBER OF COMMERCE IN
JAPAN,: THROUGH: THIS VENUE I HAVE MET -A. NUMBER. OF THE JAPANESE
PARTICIPATNS IN.THE, PROGRAM TODAY AND TOMORROW :

ONE MIGHT WELL. ASK WHY A GOVERNMENT 'SCIENTIFIC OFFICIAL 1S .
ENGAGED. IN-MATTERS CONCERNING. INDUSTRIAL PROPERTY. IN MY. CASE,
AT LEAST, IT.HAS NOT BEEN BECAUSE OF. INFRINGEMENT CASES OR.
OTHER LEGAL ACTIONS, BUT BECAUSE OF THE ENORMOUS FLOW. OF . .
SCIENTTFIC AND TECHNICAL INFORMATION THAT OCCURS BETWEEN 'THE.
UNITED, STATES -AND JAPAN,. .

WE ADMINISTER A DOZEN MAJOR GOVERNMENT-TO-GOVERNMENT AGREEMENTS
IN THE SCIENCE: AND TECHNOLOGY: FIELD,. AND MOST. OF. THESE HAVE
PATENT CLAUSES: IN THEM. DUE: TO THE -SUBSTANTIAL DEFFERENCES 1IN,
PATENT PRACTICE BETWEEN .THE. Two COUNTRIES--PARTICULARLY -IN THE
WAY GOVERNMENT-OWNED: PATENTS -ARE . HANDLED--WE HAVE - FOUND THAT.
NEGOTIATION OF A PATENT; CLAUSE IS .OFTEN THE MOST DIFFICULT AND
TIME- CONSUMING .OF -ALL. T -IMAGINE THAT THE SAME CONDITION MAY
OBTAIN. IN PRIVATE:CONTRACTS AND AGREEMENTS.‘

AS WE ALL KNOW, THERE IS GREAT CONCERN TODAY IN THE UNITED
STATES THAT THE HISTORICAL .AMERICAN LEADERSHIP .IN THE:.
“GENERAL FIELD -OF -SCIENCE" AND TECHNOLOGY 1S BEING. DIMINISHED
:-AND-IN- PARTICULAR THAT: . WE ; ARE LOSING OUR - INNOVATIVE CAPACITY
- -FINGERS: ARE ;POINTED TO - “THE RAPIDLY INCREASING NUMBERS OF .

+~FOREIGN:PATENTS -THAT ARE BEING FILED IN THE UNITED STATES

AS ONE EXAMPLE OF THIS LOSS OF INNOVATIVE LEADERSHIP, AND .
JAPAN OFTEN IS SINGLED OUT AS BEING THE COUNTRY TO WATCH
- MOST.CLOSELY.. IN-MY OWN PERSONAL VIEW, WHAT WE.ARE OBSERVING .
IS -NOT SO MUCH A DECLINE IN.AMERICAN CREATIVENESS AS AN.

—13-



' INCREASE IN THE CREATIVITY OF JAPAN AND A FEW COUNTRIES OF
WESTERN EUROPE: CONTRARY TO OPINIONS"SOMETIMES" EXPRESSED:: il '
BOTH -HERE - IN--JAPAN- AND.ABROAD...I.DOQ..NOT.BELIEVE ‘THAT THERE' ...
IS SOME INHERENT DEFECT OR ABERRATION IN THE JAPANESE PSYCHE
‘THAT MAKES THE JAPANESE 'BORROWERS® OR-ADAPTERS OF'FOREIGN ™ .17
_TECHNOLOGY. RATHER, I THINK THAT JAPAN DURING THE POST-WAR
“YEARS' TOOK ‘A’ HIGHLY PRAGMATIC ATTITUDE TOWARD SUPPORT-OF:
APPLIED' VS, BASIC RESEARCH; AND NOW-ZWITH TTSINCREASED
AFFLUENCE- AND  ECONOMIC STRENGTH--IS" TURNING MORE OF ITS. o
INTELLECTUAL ‘AND' ECONOMIC RESOURCES' TOWARD" INNOVATION INVITS ™
OWN- RIGHT:" AS AN INTERNATIONALIST, T LOOK UPON THIS' R
.. PHENOMENON, ;IF 1T IS TRUE, AS' AN’ OPPORTUNITY: FOR* INCREASING

' “ THE' EXCHANGE OF TECHNICAL TNFORMATION RATHER THAN AS A THREAT
- “AFTER ALL," WE' ARE ‘THE CLOSEST ‘OF POLITICAL ALLIES, AND-OUR
“TRADE RELATIONSHIPS ARE VITAL TO BOTH COUNTRIES. IT“WILL BE
TNCUMBENT ON BOTH THE GOVERNMENTAL ANﬂ”"mTVATE SECTORS TO "4
DEVISE MEANS FOR“EXCHANGING THE BENEFITS' OF:INNOVATION' WHILE
INSURING THAT THE RIGHTS OF INVENTORS ARE PROTECTED. THE LAST
 THING THAT WE' NEED' IS WHAT T MIGHT CALL AN "INTELLECTUAL @ "'
PROPERTY SHOCK“, 1IN WHICH ONE “COUNTRY OR‘'THE 'OTHER TRIES TO -

‘_IMPOSE ARBITRARY CONSTRAINTS ON THE FLOW OF INFORMATION.‘-‘E“

RESPECT. FOR' THE WORLD PATENT SYSTEM -AND THE"DEVELOPMENT OF
MORE SOPHISTICATED AND MUTUALLY ACCEPTABLE PROCEDURES FOR
HANDLING PROPRIETARY INFORMATION OR KNOW-HOW NOT ‘COVERED BY -
| PATENTS SHOULD BE THE OBJECTIVE.

I HRVE BEEN FORTUNATE IN HAVING HAD THE OPPORTUNITY : o
,OVER THE PAST” SEVERAL YEARS TO TALK TO MANY INDUSTRIALISTS:-f
“IN BOTH COUNTRIES ABOUT “THIS" ISSUE IN MOST INSTANCES 1 HAVE
} ' AY THAT THE ADVANTAGESA F3TECHNOLOGY TRANSFER “
;BETWEEN OUR TWO”COUNTRIES HAVE FAR OUTWEIGHED THE COMPETITIVE
DISADVANTAGES. I° REGRET TO SAY 'THAT THIS VIEW "ISNOT™
COMMONLY HELD AT THE POLITICAL LEVEL AND SOME- EDUGATIONAL
EFFORTS ARE THEREFORE NECES ARY. .

IT 18 THEREFORE ENCOURAGING TO- OBSERVE THE FUNCTIONING OF ‘THE
PACIFIC INDUSTRIAL PROPERTY ASSOCIATION SINCE'IT IS OBVIOUSLY
DEVOTED TO REACHING A CLEARER UNDERSTANDING OF THE COMPLEXITIES
--AND ‘IF" YOU WILL PERMIT ME--THE VAGARIES OF “THE ‘PATENT ‘PROCESS
- AND ITS EFFECTS IN- DUR RESPECTIVE COUNTRIES AND ON THE BROADER
PROCESS OF TECHNOLOGY TRANSFER.‘E e

I FIND IT A GREAT PRIVILEGE “TO 'BE - ABLE TO JOIN YOU THIS MORNING
AND TO WELCOME ‘MY FELLOW AMERICANS ‘TO*JAPAN. I KNOW THAT You

=14~




WILL BE GIVEN THE®EXTRAORDINARY HOSPITALITY FOR.WHICH THE
JAPANESE, ARE JUSTLY FAMOUS, AND I TRUST THAT THE SUBSTANTIVE
ACCOMPLISHMENTS OF THE MEETiNG WILL-MATCH THE'LEVEL OF
HOSPITALITY AND FRIENDSHIP. TO OUR JAPANESE COLLEAGUES, I
WISH TO EXPRESS -THE- DEEP: APPRECIATION OF AMBASSADOR MANSFIELD
AND THE-‘EMBASSY: STAFF- FOR-YOUR HARD WORK AND CAREFUL, COMPLETE
ARRANGEMENTS WHICH ‘ARE:DESIGNED TO INSURE THE SUCCESS OF THE
ELEVENTH PIPA CONGRESS,

15—



B ADDRESS TO THE llTH INTERNATIONAL CONGRESS: .

. OF THE PACIFIC INDUSTRIAL PROPERTY ASSOCIATION

Harukl Shlmada-ﬁﬁTﬁ S T
Director-General of- the :
“Japan Patent Office:, ..

. I am very pleased to have been given this opportunity
to address you at the Opéning Ceremony of the 1lth
International Congress: of the Pacific Industrial Property

Assoc1atlon.

Ten years have already passed since the founding of
your association in 1970, During this period it has made
a trehendous and constfuctive-contributioh to the evolution
of industrial property righte systems, not only in Japan and
the United States, but in the world as a whole, '

As you know, the 1980's promise to be an age of deepen-

ing international interdependence in politics, economics,

culture, and all other fields. The advancement of mutual

understandlng between the countries throughout the World
as well as the maintenance and strengthening of the ccopera-
tive relationships on which understanding is based, have
taken on a greater importance than ever before. This is

especially true of a field as intrinsically internaticnal as ..

industrial property rights systems.

In the past decade we have witnessed a steady progress
toward the internationalization of industrial property rights:
the coming into effect of the Patent Cooperation Treaty, said
to be the most epoch-making event in this field since the
Paris Convention, and the adeoption of the Budapest Convention
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on tHeé international:recogniticn ofidépositions:iconcerhing
microorganismé-as:a part:-of:patent application . procedures.:i:

typify this progress.

To'assure stable growth of-the wérld economy ik the
1980's;  for which a more:restrictivevsituation withiregard:

_ to resources), energy;iand the environment. is predicted, the-

This calls for: even g?eaterrprogress,*building~onfthe?-Y
rachievementsfof-197015} in the’internationalization of the -
_ industrial property rights:systems upon WhiChfﬁeChnological
development is based, o7l " A ‘

Thus, it is of great significance that Japanese and
American officials-and experts'inithé industrial propérty
rights; ‘who exert ehorﬁbusaiqflaéncévonhthefsmooth operatibn-
and:development of -the world's industrial property“sr'ights-‘. s

systems, -should:gather to exchange opinions:on’the problams’

-confronting the field; and’strive’ for closgr muthal- under—""

standing, - This Congress alsc takes on a special significance
‘through: the presence of.theHonorable Sidney A}:Diamond, '
Commissioner-of the United-States Patent and Trademark’ Qffice.

I am certain that: positive and’constructive suggestions
will be’ made.at this-Congress; and I look forward to hearing
them. S e e e

~I:should now like to’take this opportunity fo-diseuss
some of’the: recent developments ih'thé industrial property”
rights field in Japan, ‘in  the hope that this information will
prove of some use'to you all. e %

‘+Firstiof.-ally Isshould like:to mention: Japan's redponse
_“to’!various’international trends in.the.industrial property

rights systems.
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o rIncrecentryearsyoJdapan hastactively’responded:to the
increasing.impetus: toward international: conventions and. .. . .-

agreements,

oIn the.two.years-that-have passed since.its;signing by
Japany.-the:Patent: Cooperation:Treaty: (PCT) has: increasingly:
made its:effecthfeitaq:Howeveruethetnumbermof PCT-based. -
'épplicationSgreqeiyedﬁbyithg;JapanJPatentaoffice:in:i979cwzg
was 300,ﬁwhich¢compared,togthegnumberﬁof'applicationsgmadeﬁ:
ingothﬁr eocuntries, ~shows:us:that we Japanese: are notayet.i..

making: full-use;of it . This.would:seem: to:be due, in-large:

measure, to the time it takes for those , concerned: o . become:
accustomed to a completely new system.

~dn;the future,:.Japan:intends, in cooperation:with.othexr
signatory natiens,.to.redouble;its-efforts to-make the: . g’
_Patﬁﬁt4§009eratioq Tr@atYwaamorELeffectivewsystemq,-We¢hopes

© .. that:you, alsdigihgfullchQnizance of the:purposeubfkthispgg

treaty, . will:strive to make.effective use:of this.new .system.

(After:signing-the BCT, Japan-signed;:.in:May of:this:year,
~the:Budapest. Convention: forthe;international: recognitionxof
deposition of micro-organisms as part of patent application
'pr@ceéu;BSu ~The-aim.0f-this Convention:is toieliminate the
nEEdﬁférﬁthe’dePOSition of:micro-organism:samples:at-more;than
mmmone'patent office when making application to more than. ones:
 country for the patenting of the discovery. It is my firm
conviction that:Japan's.participation in:this-.Convention is

in.the: best interests of -both:the-Japanese:and American .-

:applicants-at the highest levels;ofthe micro-organics ...
industry.

vu o The terms.of; the.Budapest Convention stipulated that it
would:take effect-only-after itscratification:by:five:nations,
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and .it is greatly .to Japan's credit that she was; fifth
. mation to -do so,. thus. enabling the Convention to:come;ipto
;geffeotglastgAugust‘:mThisfactpis;consqnantuwifh;qapgnfs

ideals of contributing to international cooperatdQnie i m

In.addition to. supportlng such..treaties. -and., agreements,

:Japan_gas

country with .an.advanced patent. .system,-has

Tdctively ipr moted 1nternatlona COPEL : devEl
ing countries :in -the -field of 1ndustr1al property protectlon.
We are now rece1v1ng tralnees from, and.:: sendlng experts o,
China and the member countrles of the Association of South-

east Asman‘NatlonﬁuJASEANJ-;aqapan::ntendS:to«further?promote

athisufield}er§Liziqgmthat=the
improvement. .of:. the'industriai property: rights: systemS“both in
‘Asia and, the: rest of: the world. is; 1ndlspensable to .géund. .

~-intermnational.;cooperation. i

growth of the world "economy..

. I would now, likexto&séy_awfewaworda}abpﬁtoJapan#Sa-;s
..response to the problems of. patent information.

At is obvious that patent information .is..extremely .-
;nsefuifasgupttofdatﬁuandaaq¢uxa§¢.ieqhnqlogicél data....To;-
give patent -information more value .in .a wider range of uses

,L__,. and at the same time to make it .quickly available -0 the -
user, japan has maintained close contact with the United
.States. and other advanced .nations; and with.various .inter-
national organiza

ions,:while striving to.improve-the .
..organization. of its domestic information systems.. . . .oon

We plan to take further measures in the future with
.regard..to .this .issue. ofi patent: information, based .on: the

.constructive suggestions we;receive from you. and-other users.
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'A¢ ‘I Have ‘outlined briefly above, Japan iis dealing, -
step by step, ‘wWith'the ihternat'-i'ohalizatibn ‘of “its’ industri-
al property’ rlghts systems ‘and ‘dlso with thé issue ‘of patent
information e e e et : .

.In econelusion, T would likeé to touch on'-the revision of
the Paris Convention as-:an‘example -of -the' problems-faced: by

~ America andiJapan“tbday;-and’at“theVSamé Eime'que'a new’

perspective to-the 51gn1f1cance of the PaC1flc Industrlal

‘Property ‘Association.

' =As=Youfare'véry'wellﬁaware,_the?opinioh has been.
-developing for ‘some time in’forums- such as the United Nations

i arid “UNCTAD: that the present’ lnternatlonal ‘patent’ system,-‘

based on the Paris" Conventlon, ‘should be’ reexamined in ‘con-
nection with. the probhlem of transfer ‘of technology ‘tol the -
developing countries. In response, diplomatic consultaticons
' concerning the revision of ‘the Convehtion were opered in
February of this yeéar. ' Sihce the interests of the courtries
involved in this .issue are at variance in many respects, an
attempt to ‘reconcile them, based on -ample -debate, will be
necessary. In-dealing with this problem, I believe that it
s vital' 'for Japan’ to: ‘cooperate’ with'the United -States and
the other Group B countrles. S ~¢f4 R
*Theireﬁision-of-ﬁhelPafis:Cohvehtién'is*but'an-ekamﬁié :
of our“growing;need'to solve problems:-through ‘internatiohal
cooperation'to%meet'the“Chénges that'héve‘taken*place in the

environment‘sufrounding systems of industrial property rights.
" In-such an environment the Pacific’ Industrial Property

Association has ‘indstimable significanhce' das'a forum for the

deepening of mutual understanding between Japanese and

.,_2'0_
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American officials and experts in the industrial property
field. o . e

Allow mié to ‘Conclude by wishHing you all success at

thisg CongressﬁanQ;;_' ﬁéJﬁﬁﬁu;g;activitiés of your

Association,

Thank you éérf much .
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Opening Remarks by
the Honorable Sidney A. Diamond
Commissioner of Patents and Trademarks
. United States of. -America.
before the
»11th7AfAual-‘Congress *
of the : T
Pacific Industrial Property Assocxatxon o
Tokyc, Japan
October 22, 1980

it is an honor aﬁd a pleaaure for me to be here in To\yo and to
part1c1pate in thls 11lth Annual Congress of the Pacific Industrial
Property Association. I am delighted to have the opportunity of
visiting the beautifui.citﬁ of Tokyo once aéain and being the
fecipieng of the warm and friendly Japanese hospitality. For me,

" the PIPA meeting is an opportunity to renew old friendships and
begiﬁ some new ones, And it is friendships, or more accurately
alliances; that 1 want to discuss with you today. I will discuss
'aliiances in the context of the recent Diplomatic Conference for the

. revision of the Paris Convention.

Most of you have been hearing about efforts to revise the Stockholm
‘text of the Paris Convention since 1975. 1In 1978, former Commis-
sloner Banner addressed this group in Nagoya and spoke in great
detail of the issues'expected to arise at the Diplomatic Conference.
ﬁutrelle Parker, my Deputy Commissioner, addressed PIPA in 1979, in

Philadelphia. He also spoké of the Paris Convention revision. 1In
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his talk, Commissioner- Parker .addressed the substantive issues of . .
the revision conference --_ issues such.as-inventor's certificates, -
geographicainalcat;onsboﬁ;eouroe,]and;eXdlqslve non-voluntary.. .. .,

licensing.

Geneva, SWLtzerland.“ I would have lLked to have had the honor of

'and about renewed commltments and greater cooperatron among the ’

: were an alleged adoptlon of Rules of Procedure wrtbout consensus -

The Drplomatlc Conferenceqwas-held 1n February and March of 1980 1n

.talklng to you today about the results of the Conference._about the

pr ospects ror a stronqer Lnternatronal LndUbtr1Q1 prooerty svsteﬂ, -

members of the Paris Conventron. Unfortunately, that must wart for‘
another day. The delegates came away from Geneva havmng only had e

the brlefest of dlscu5510ns on the substantlve rssues of the e

rev1sxon Conference. The only “results 1f you can call them that,

Rules whrch my government due to the lack of consensus, regard as

not havrng been adopted. e

Th1s flrst sessxon of the Conference 15 an object lesson in the new-

,,:

international POllthS of 1ntellectual property 1aw.' Although the '

frrst gsession may appear to be a kind of humorous "non- event". Lt

*ihas ‘very serious- lmpllCathnS ‘for the f1eld of {ntellectual property

“lawy and partrcularly ‘with” regard to the future of the Parrst'

~Convention., =

“Sincé” the World intellé¢tual Property Organization (WIPO) jéinea the

| United 'Nations'in Decefmber 1974, “thé "U.N. ‘group ‘Systém has been in

-23-



use in WIPO. -Thus, the members of ﬁIPO are now placed in either
Group ‘B Group D, 'of ‘the “so- -calléd Group’of 774 r*sayfés—éériea-ﬁ
Group of 77 becausé ‘that Group how himbers in’excess of ‘120

_ countries and 1s o large that it has thred subgroups, the Asian =

subgroup, the African subgroup, and the Latin-American subgroup.

One of ‘the characterrstrcs of the group system is that each group

desrgnates a spokesman. The groups cauc s*separately and then send
the!r spo&esmen to meet in'a so- ca1leo contact group,‘or spo<esmen s
meetlng. That is where the real bUSLnESS of the meetrng frequently

takes place. e

: Thds, the U N. system creates alllances on what lt percerves to be

logical assocratlons to further the common 1nterests of 1ts
-members.klln a sense these groups are artrfrcral._ There are no frrm

crlterla whrch aSSLgn a country to one or another Group.‘ The

-rnterests of all the WIPO member countrres are srmrlar,’peace,
prosperlty, and economic and soc1al progress. At the Paris Revrsron
Conference, however, there was consrderable drsagreement between -

Groups and also w1th1n Groups.r‘:

The first bﬁe_i nessof the Conference was for the spokesmen to try to
agree whorréé.éeiﬁsato.bémﬁhe_P;esi@eet_ae§5Wh9;weeu9§?ﬂs-§§ be. the
chairman of each of the Committees. The presidency was conceded to
the Group of 77, largely because it was they who in 1974 initiated

- FhélrevysibeypﬁitherPe?iS-Qonﬁenti9nﬂa HQW?Y?rr:tbﬁ'thﬁﬁﬁaSﬂbgrOUéS

were unable to agree among themse}vesswhichsgf‘them;was going.to.

-




oo Thitsnwassaiverysinavspieious;beginning

‘have: the ‘honor of “the Pregidency ‘of the Conferericei “That is why it

:took: nearlyfoiir “days: for . the Groipiof 77 candidate to”emerge.’  H&"

turned out:to be ‘Ambassador ‘Serne ‘of “Sernedal::

Most.of the time of the donference was taken up with wrangling over

the RuleSmof;PBGCEdure;ﬁépecifICéllyithethte-ngédedfforwthé*aﬁbp=f

tion of-the:revised tekts: The réason this becamé a. vroblew ts that

historically the“Paris’ Conventionalways has been amended by

“unanimity; oriconsensus ds ‘some:prefer ‘torcallvit: tn othér words,”

without objection. This principle i’s not'written down in’ the’Con=~"
vention, it comes from history. Unanimity always has been accepted

by: allimember cbuntries.'wln,féct}“the3princiPIEbHas~been~acceptedf'

-so?chpleteiyﬁthatwsomé.tekts:onninternational law: state:the 70

requirément -of:unanimity for-amendingithe Paris Convention has

become: a ' rule:ofcustomary international::lawus:

The-Group-of 77 arrived ‘in:Geneva prepared:to fight for:what’ they:

regard as;thenaanopriateFneWﬂstandard for adoptingintérnational’

treaties“which'is%é1two—thtndsfmajority:r:GroupﬂD, aslit~£requenEIY'
does, agreed with the Group of#77." Group B started from ‘the'

historical position that unanimity was required.

There are’ very sighnificant reasons for théhGroup_Bupoéitiéh,'in4l‘

‘cluding:the fact:that’all-sixprévious tevisions of the Parig 7
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Conyention: have been-on:the basis-of:unanimity..:-But more: impor—. -

'tantly,:thgﬁparis;Uniqnﬁhsrnct;auqnquputhatfmeetShand¢adop;sﬁbygsome

majority or other a resolution:complaining about:or:praising someﬁ%
act which it is p&werleSS to control. The Paris Union deals with
important substantive #ights7thatga;eﬁof;great;comme;cialsvaluei.a?
Unless the countrieé involved ére going to agree on how they are

-'ggingﬁxo;pandleﬁthese:rights,;tathep]thantjust;be;outvotedi there::

will not;be. a:viable Convention. . :The:smaller :the-fraction:that can

effect a change, the larger tha-mineriky gets,-and tha:greatar the:
nunber of putvoted.and dLséppanted~countrieswthereﬁare.;*And,;of'¢
course, the:problem with-outvoted countries is:that-they simply-will

not-participate.in.the Convention. .. ..., . = v

The:only: substantial ‘argument that ‘has ever been made against: thev:
unanimitywrulejnataleastutn;my;Opiniona=ts‘that;onewcoqntry;;whether
out of:ignorance-or vindictiveness- or..some other nonsubstantive. . =

reason, could block the.progress:of .this whole:large organization.:

Group: B: started with:unanimity:as its:pdsiﬁion;;but many members:
inﬁica;edﬁthey-were;readyjto make:concessions to-placate: the devel-
aqping-gpuntries&i‘Ehe~United;StateSXannouncedwinfGroup:BathatfweJza

would never-move:.pastiunanimity minus two..-:

As a result of procedural maneuverings far more detailed than I have
time}tbhdiscugsgthispmorning,ithe-Confe:énce.adopted a.ruleswhich::

provides. that a first.attempt:should.be made.to.reach.consensus:. ' If

consensus is not reached, a two-thirds majority would control unless
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“

more than twelvé Statés voted againsty ‘A b%éééauré:caiiéa*a‘
vcascade vote" was also adoptedy’’ Thls provides” that, if the
required majority is not reached on the first ballot, there is a ?F

" forty-eight hour cooling—off period and then a second ballot is

LI EEkeRTS VES

there iéfahdtﬁer”forty—exght‘ho&f“édbiiﬁgioff*péfidé,faﬁaya third =

vote then'is taken by sdéret Ballots’ "

~The United Stites did not' support “this voting rule.”  Inased, we

opposed FEs ‘We;alSo”iﬁsfsEé&ftfé fo “dvaily thét“ff thétcéﬂfEEEﬁéeﬁ

‘wishedto abandon inanimity“as a requlrement “for amendlng the

Convention, it needed unanimity to abandén - that ‘ruier

Conclusign™ "1
.Iustaitéd36uﬁﬁﬁﬁis”pfesentdtfdﬁ“ﬁy”éayfnéﬁi was ‘going “to talk about-
talliancess - Now, ‘I"have just ‘teld you that ‘Ehe United’ States was a

voxce ‘crying in the wildernéss ‘on the unanlmlty questlon whnch

1ncapacrtatedsthe~Parrs~Conventron~revxsron“conference- Whlle Lt is

strues that this i's not ‘the "stuff of which" an “a11iancé “id made, i

underscores the need for an alliance., "7 "

There will be ‘di clissions ‘on the substantiVve issues at the Second
$Essién*of‘théfDipIomatié5C0hféféncéf9chéaaiéé“féf*ﬁaffdbi;ﬁé£t 

fall: Unfortunately, there ‘will be a ‘lirgering questioh Tegarding
the :légality of any' provxston adoptéd by “the - majorxty'of the “new“;
"voting rulé.  ‘However ; i'f ‘the. Group B ‘countries can ‘réach at iy

coﬁSensusﬂand’stand¥together‘on“the“diffrCH1t issues the new textf'
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may ultimately be adopted by ¢PR§EDSHSa;sAnd»vaf:iendslsiwcan think
of no better‘partggrs“;blpegip_to build.a consensus .than: Japan ang:

the United States. .-

?hg:mgmpegsigf_grogp ﬁlianq_egpgciglly;J§pan an&;the?UnitednStates,s
“5h§¥?;a common h%:itagefaand3#3§pon§ipilitygmin:Prémotingnthe pro=:
tection of intellectual property and thereby promoting the. . -

development and transfer_Qf technologﬁ throughout the wofld.

Indeed, thé_@elegations”of”Japan.and.tha United States-are-ancharing

a_stand by four Group B countries against a proposal to extend.to:.

geographical indications a system of protection which would be:at .

odds with our cqqmqnﬁng;i;agéﬁq. o
--In 1979, Japanese and ﬁ.S. residents filed almost 160,000 patent- .
applications outside of their.own countries. . .Residents.from:Canada,
'F;aqqe,_t?g?Enggq}:Repub%ipgoﬁﬁﬁe;maqy7anq the United:Kingdom. filed
- a;mosgfggkoggEapg}?patiqnghqpoqnd the Mp;ld;giltjhs in our joint; .-

interests and.the interests of all .Group.B .countries to :er;sure-"_that

 the:Pa;ig;gpgﬁenﬁipq;qpntipue‘tp,g;ovLQQra strong foundation. for: the

.industriai property laws arounq?the“ngidﬁ‘;;frghg_pqnyention;iéng

- amended to permit éountries td adopt compulsory nonveluntary

licenses and to require protection for 'a_pp'e..;l.lat.iqn& of ;ori_.‘éi'n, the: |

contiqued égvg}qpmept;o§.09r5techpqipgical;ba$e,ﬁs:weiluaS;oun‘u‘;x
iz_x:_te::;nati_éna}_, trading patterns will be affected adversely...and:that
is one thing we must nqt_lgtﬁhappg#-w_Thus,uJapan,”thé U.5:, and all

countries interested in technological Q;ggrgss.and,free'trade;mustw

joln toge;hq;:r:mgs;,fo;m §n,@;1iance -~ Lo .preserve the essential .-




characterlstlcs of our 1ndustr1al proPerty system. Of course, we

must do this w1thout overlooklng the needs of developing countries.

The next Session'offthe"DiplomaticFConference'to revise the Paris

.Convention. should be an.interesting one. - I hope that at the meeting. .-t -

of PIPA next year it will be possible,to repoitjthat-the.coﬁntries

of the world are united in their support of & strong'lndustrlal

property system and have reafflrmed the fundamental prlnc1nles of l:

"the Paris Convention.

It is partlcularly flttlng that I address alllances and cooperatlon“
before thlS group.k The Pac1f1c Industrlal Property RSSOClathn
represents a model’ of the hands-across-the-sea’ relatlonshlp whlch

we in our respectlve governments would do well to emulate.: Dlﬁfege;t'
issues arlse between you whlch do not admlt of easy. answers-f;However,
you cont;nue to: .show great wisdom. and patierice ‘as you - chart successful
solutlons to these 1ssues. Perhaos the best demonstratlon of your
fore51ght has been the alllance you formed w1th the creatlon of the
Pacific Industrial Property Association. . It is with vour example

in mind thHat I pledge myself ‘and my government to ach1ev1ng the same

close and mutually respectful relatlonshlp w1th_Mr Shlmada,and hls

- government that‘the.Japanese-and Amerlcangcontlngents of PIPA,have‘ .

achieved with each other.



ADDRESS TO THE 11TH INTERNATIONAL CONGRESS CF THE '

PACIFIC INDUSTRIAL PROPERTY ASSOCIATION )

Kenichi Maksuie
Engineer—-General of the
...Japan Patent Office '

- Itvis:an extremely ‘great pleasure for me to havé beén’

given this opportunity to~address the. participants‘during*fv TN

thls three day 1lth Internatlonal Congress of the Pac1f1c

Industrial Property Assoclatlon.

The exchange of opinions that has taken place and the
.p051t1ve and constructlve suggestlons that have been made e

‘durlng thlS congrese have 1eft a deep 1mpre551on on me. I
am firmly“convinced that" ‘thesé’ pr0posals Will lead to deeper

mutual unéerstandlng between:Japanese: andUnited: States W TR

offlclals, experts, and bu51nessmen 1nvolved in 1ndustr1al
Jproperty rlghts affalrs, and furthernote that they w1ll
fstrengthenrthe“cooperatlve relatlonshlp that “exit¥s between”

... 0ur. two. countries, It is.my hope. that your-association will™:

contlnue to make a great contrlbutlon to the smooth operatloni:h

and the future development of the world's 1ndustr1al propert

rlghts mystems.,

At th:Ls p01nt I Would llke to. say,. a. few words,._ for the. ..
benefit of the American delegates in partlcular, concernlng
some. of “thé-tasks faced by examiners ‘of’ patent or utlllty '

modela applloattqnsuflled~w1thutheuJapantPatent~Off1ce;‘“

As you no doubt know, there are as many as 360,000
Japanese patent or utility medel applications every year.
Moreover, as we enter the 1980's, the necessity for creative
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and lndependent technologlcal development 1s belng 1oudly ;
proclalmed both 1n prlvate 1ndustry and government 01rcles

in Japan.l In response to thls, the Examlnatlon Departments

of the Jaéan Patent Offlce are expandlng and reorganlzlng
thelr examlnatlon system to handle the grow1ng number and ...
1ncrea51ng technologlcal soPhlstlcatlon and complex1ty of

—-the. appllcatlons. In thlS manner the, Patent Office.is.

1ng to fulflll 1ts three major tasks-: 1) . the coordlnatlon
of ltS act1v1t1es w1th the patent systems of. other natlons,
2) the expedltlng and 1mprovement of the. examlnatlon Progesss,
and 3} the perfection of its management of patent information.

I would llke now. to outllne some. of the concrete
measures belng taken 1n thls dlrectlon.,fu~

_ The 1ntroduct10n of Internatlonal Patent Cla551f1catlon
(IPC) was the first of these., In:October: 1978, the materials:
used in the Examination Departments were reorganined along
IPC Linesr,‘Thep;ninzqqnuary,ofethis;year,ﬂthe.classification
Systeﬁeﬁseﬁ in therfficialnGazette-wa84switched:from"the CRE
former_gapanngatenttQiaseiﬁication¢to,IBC};thusgconpletingn.':

the ehangeoyer:tola,uniform,ueebof.the,IPCgsystem.jx:~”

Since;theavolnme;of‘patent;applications-innthisﬁcountryﬂ*
is enormous in.comparison:to--that of other countries; the
task. of processing these is pf correspondingly: great :
importance.

. Of course.the storage’ and:retrievalisystem: for patent:’
informatiun,=relating to the hundreds of thousands of ‘appli="-
cations made yearly,{éirectly_affects the effigiency with -~
which these applications can.be examined and in turn the -
speed .and,accuracy . with:which: thé: patent: rightsi‘can be granted,
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With thls im mlnd the Japan Patent Offlce lS str1v1ng to
'establlsh more eff;crent storage and retr1eval systems by

maklng ‘Fulliuse of computers.‘ The' ml“_ofmlmlng of patent

1nformat10n by our office is" an example of such ‘a process1ng h

system' at’ present off1c1al reports froma ajor countrles'

are mlcrofllmed and made 1nstantly avallable to examrners‘

via print-onts: “also abstracts,‘ln J'panese, of the more‘
important™ tnited States Patent Spec1f1cat10ns are drawn up 5
and- distributed” to- the relevant departments for the referencep

'of our’examiners,

Steady progress is also being made in computerlzed data
processing. “It is now posslble “to Tink ‘terminals on-line to

the central computers to ‘obtain information ‘on the processing

status of patent applications, to research patent famllles,
and to key IPC. = In- addltlon to thls, other forms ‘of data
retrleval are belng developed. ' o L

;There was ‘a ‘time whén the examination. period exceeded
five years butgthefdeferred,examinatioﬁ;syetem,:in;effeot '
since 19711*09mbined'withithe'adminietrative'meaeures-men—“”
tioned above has meant that this périod has been shértened
recently to about two and a half years. We intend to take.
steps +to improve both: the”quantitative-and*qualitative"ﬂrv
processing .of: appllcatlons ‘s0.as to further’ perfect our”

examining procedures.’

On the other hand, it has been a matter of regret that
in the. two, years-that have elapsed since the Patent Coopera-

tibn_Treatyj(PCT)uwent into.effect, we have not-had-the- " G

volume of internatipnalﬂpatent“applicationsqthatFWe'hadA‘“
hoped fox. , However,-it is anticipated that the -number ‘of
applications for. this: year will: exceed.last year's ‘figures.
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As Dlrector—General Shlmada mentloned lt 15 ev1dent from"'
countrles, that we are not yet taklng full advantage of thls
treaty._ However,'lt 1s our hope that each one of you w1ll"
strive to make effectlve use of the PCT system, based on. a _
thorough understandlng ‘of its obgectlves. As the PCT system

*schedule for lnternatlonal searchm

mlays “down’ fstrlct tim

and prelrmlnary examlnatlons; the Japan Patent Offlce has
adopted a computerlzed t1me management system, and has also'
drawn up a handbook to the PCT, to assrst thelr employees ln
.applylng the PCT procedures correctly.; In addltlon the

varlous guldellnes lssued by the 1nternat10nal offlce have'?

been translated 1nto Japanese and have been dlstrlbuted to t
those employees needlng them.‘ In thls way,'we are 601ng what

Vwe can to assure the smooth executlon of PCT related dutles._

As dlscussed preV10usly at thls conference, 1ast year s
flgures for the number of patent appllcatlons made 1n con—_ﬂ
nectlon w1th the 1nvent10n of man—made mlcro—organlsms show!
us that of a total of 140 appllcatlons, about 12% were flled
by non- Japanese, but with the comlng 1nto effect of the'

) Budapest Conventlon, we can well expect thls number to grow.
Other measures that we are taklng to spread 1nformat10n .
about, and to promote the utlllzatlon of Japanese Patents at
the 1nternat10nal 1evel 1nclude the publlshlng in Engllsh of
abstracts of the Japanese Publlshed Unexamlned Patent o )
Applications, which are then sent, free of charge, not only

“to PCT bodies responsible for international search, but also
to the developing nations.

If, however, the patent system is to develop and to be

of use to coming generations, it is absclutely vital that the

countries of the world, despite their different economic and




soc1al backgrounds, reach a consc1ousness of what they have

1n common, and that they cooPerate wmth each other on the
ba51s of mutual trust and understandlng.' The 1mportance of

::s“brought out w1th spec1a1 clarlty by Comm1551oner

s0 d01ng

Dlamond's‘summary of the course of debate on the Parls“”

Conventlon wpresented at the openlng of thlS Congress. ";

'vare dlscuss1ng and 1nvestlgat1ng patent pr blems together 1n

an effort to arrlve at common understandlng.- ThlS has3"”

51gn1f1cance not just for our two countrles, but also for

_the world as ‘a whole, and the truly_lmmense role that your ;

"assoc1atlon plays 1n thls process‘cannot behunderestlmated:'
Tt is my flrm ‘belief that the presence of Commissioner )
Dlamond at thls Congress, desplte hls heavy schedule and

the enormous dlstances 1nvolved has contrlbuted greatly to

'mutual understandlng between Japan and the Unlted States,'

“and I would 1ke to express my deedly felt gratltude to hlm{

I would also'l'keltw'thank all of those, bo=h Japaneseih

succe sful con

-by w1sh1ng your
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.Cherishing the memory of the lete Mry John Shipmsn .. -

o.w_Shozo Saotomeh?,lt; e

7B X received & telephoris Ga11 from Mr. o of 134 Japan in last Jume

to the effect that Mr: & Mrs. John” Shipman had passed away ‘on their way back'

‘ rk fram thelr v1lla a “week. ago:

T'dsed to ‘see nin’ nearly every year in ‘addition to'at TIPA Conference.-h
Moreover, it was not relatlonshlp “on 2 mere bus1ness. It was always an T
exchange of” completely prlvate and heartwarm1np friendship. For me, the U

Unitéd ‘States 1s a country where T have the most numerous olcse friends B

" among foreign countries. I think this fact is owing to him, becanse I o

have* been ‘Gttracted By his personalnty, “and’ subsequently tal?ed about the
United States and krew the United States. R
¥¥, ‘Shipran whon T 1oved ‘so mich doss Hot éxist éﬁ?"ﬁSYé?'"ﬁéﬁéﬁddéﬁj?"

vanided from sur sight With his Beloved wifs 'on ane day. What happ9ned T

on earth? Vhat can I believe? It 1s'sa1dfthdt a" fact " is alwayo cold. Ce

" Why ‘did"God add the adjeéotive 'Shocklng' to T A .

The flrst tims T met with Mr. Sthman Was in “the sprlng of 1969.

remeniber that M. Ono' with TBI Japan, Yr. Kallkow ith ¢ GE and Mr. Enlow .
with Xerox at ohat time were with us. These men in the United Statesfu e
proposed: Uy to establish an 1nternational organlyation con51st1ng of meﬁbere
of: 1ndustria1 world in the United States =nd Japan in order to mzke an -
opportunlty for the industrial’ world of both countrles to speak about
international: problems which reoently seeur often, especially about PCT
whlch‘is ‘expected to be enforced 1n-the near future. I immediatnly undef- h
stood its necess1ty and’ remember T sald that, “If e establlsh such kind o

of organization, why don't we make it @ plaoe Nhere wlde range of bllateral )

problems can ‘be distussed and urderstood deeply, ‘Hot restrlcted only to
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| diséussion regarding PCT? - From my experience, T learned that when Amerdicans
a.nd Japanese ‘talk eath other, misunderstanding often occurs even if both
sides talked 88 honestly as p0551b1e, because of the igno*‘a.nce of situations, V
Vbackgroundb, end the way. oi‘ thinking oi‘ the other's part. I would like to

make this organization a bridge between two countries in. order to minimize

-such kind oi‘ mlsunderstanding, and deepen the understanding furthermore .
through pate:nt problens." I-Ir. Shipman answered that, "This is what we R
wish, too. We agree w:l.th you perfectly with pleasure. " -I_n this way, this...
associetion ‘was ‘_est_abii.sped‘ :un:der. the_ epmplete;_y‘ coincident ef fect from.the .:
very begimming,
His :subzs..equen#. activities are known well, He took an active part.as . .
the 1st representative of American group in the first .ye.err,‘. and as President

of American group in the second year. After. that, he participated in all

the annuel meetings and contributed to the maintenance an_d. development. of -
the associatlon both directly and indirectly.:

I he.ve endless remmlscence about. him. .. His tender, warm eng unconstrei,n.ed
face had 1erge-heertedness which em‘braces -and_harmonizes everything, |
'_Mo‘x‘eover, h:Ls speech and conducts always conveyed. ex:.stence of..philosophy- -
based on truth

'I‘he perfect .eorcmand end arrengements which he showed .at .the 2nd general .
conference held 1n Wash:.ngton D C. _gave me. a. strong Ampression., I think that
start of _st_e_ady. pr_c‘gre_ss__of‘_P:I;PAl owed. to the_:nepc__cess: of this: conference. -

It seens that-he loved Jepanese ne.ture and, customs very much,.

. particular, he was strengly attracted by good and old. things :which. remain::
even at present through vaves, of long histcry. (After. the conference in-

williamsberg, I vis:Lted several 'Plantatiens' ~invited by.the lete Mr. & Mrs.

i s i b P St

Shipma.n. I feel as, ii‘ it happened Just recently that we talked about beauty
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left in the history of ancestors . P
When he visited Japan in September of the last year, we talked ebout
“the h:LS'Lory of 10 years of PIPA. i Coincidentally, completion of ten-year

story wh:Lch he Wrote became a kind of conclusion of‘ h:LS lJ.fe. _Ij‘or m t‘oo,‘\

,But, time is. alwa

.Yhess: 10 years METE.. the most meaningi‘ul and :unportant. _

' gomg on, and never stops. For the mprovement and progress of the worldmde
patent system and the system oi‘ ‘bechnology transfer, PIPA will contmuously
develop as a poweri‘ul matr:.x, succeeded by a new genera’c.:.on. . p

Mr. Shipman, I would llke rather call you "John" here.‘ }-”any achievements
madeg by you in 'ﬁhe PIPA not. only work as & brldge betv.een the Unlted States
and Japan, but also will continuously 11ve in the progress of‘ the industriel '
yroperty system as a whole. Your wamm fece hes 1eft pleasant 1more<'51on to
ménjr people, =nd for those ,p_eople“:.t; is unforge_ttable: TWenorys L.

Men canno‘t. live forever. We will also pass ‘awsy sooner or ldter. I
hope you sleep peacei‘ully in Heaven, and watch our development oi‘ the neact .
ten years it a corner of Heaven. A B

John, goodvbye. S
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S';e‘xpectat101’15 for a w1ser world, and I hope that we and ourmﬁ

world's problems won t“be solved w1thout technology, the’ :

Jspread and transfer of useful technology.‘ We know of no

CLOSING REMARKS BY PAULINE NEWMAN

Thank you Mr. Matsule for h%

We “From the Unlted states Group, and all of us; Haﬁé”"” o

beneflted from your “th ughts.' We share your hopes and

government may be ablé to con rlbute to ach1ev1ng lt."fhé””

better - we know of no?other - way of ach1ev1ng thlS as o

-eff1c1ently as through”the patent system. S

' We have reachedgtheﬂehd%of*another?Congress.?f?5*

May I express on behalf of the Amerlcan Group our apprec1a—_

faless

tlon to our hosts, to Pre51dent Ono and the of
of the Japanese Group, to those who planned and. presented

these excellent reports, and to all who handled the superb

‘arrangements.

Our mutual. interests in technological development and in
the patent system.have led us to ever stronger honds of
friendship and cooperation. We lock forward to continuing
and extending these ties, and to meeting all of you again

at the 1981‘Congress,

B B ALD B s e st i 4 e i e e

em73
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I. Introduction

.Mahy fairly signficant developments in U.S,. interference
law and practice in both substantive and-procedural areas have indeed
taken place recently,yVinyca-ﬁew—qfitheamgetﬁaignificant ones can
be treated here?_ Igﬁfapt, qn%y,thtee;a;easrhavezheen singled out as

' most noteworthy. They pertain to
: ) . ' ' . ,
1) corrobration requirements regarding reduction to
practice,
2) suppression or concealment based on mere filing

delays' and,

_3) ‘the issue of what other agreements in addition to
1nterference settlements need be filed with the Patent

and Trademark Offlce (PTO)

Three cases in particular represent significant depar-

‘tures or turning points in these areas. They are Berges v.

Gottstein, Shindelar v. Holdeman and U.S. #.VFMC.

Where-my discussion appears applicable only or mostly
to U.S. inventdrs and attorneys, I believe it may be of interest to
ouf'Japanése friends nonetheless because in interferences they can
judge better whether their U.S. oppenents have a better or poorer
case than expected in light of past interference law and pfactice
and, conversely, whether Japanese partles have a poorer. or better

case than they thought they had.uhj

In thlS connectlon let me po;nt out that Japanese 1nventors

were in 1979 again in flrst place among forelgners in obtaining

U.8, patents. Residents of Japan obtained more than 10%.1 -
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[RESTCh 1 LT Redudtidn&tohPracfiée7and*Corrbborati0nz:

In 1nterference practlce provzng prlor reductlon to

practlce of the 1nvent10n 1s everythlng 2 A party flISt to reduce

to practlce wins unless.

fai :hlS opponent flrst concelved the lnventlon and éaé e
| f_dlllgent in the crltlcal perlod o

b) he abandoned, suppressed or concealed hls 1nvent1on,.fn

c) he derlved the lnventlon from hls opponent-lxyn R

"fdl‘_*he commltted fraud: on-the~PTO:"

A few years ago.Mr. W..Modence, then Chairman; of the.. ..
Board of Interferences told me - probably only half seriously - .

that the Beard. invariably grants a conception date on the fl;m—ié

.. 8iest of evidence but.never gnants e;reduqtionfuofpracuice date .’

on the best of evidence; And 1n fact,rdECLSlonS comlng down
from the Board of Interferences over many years have generally.
and consistently born this out, JThe latest examples of{theﬁBoard's

overly stringent standa;ds.eppea;ﬁtone Coffman et el. v. Ellis,

205 USPQ 773, ‘and Bindra v, Kelly, 206 Usbo'fé?o,"'wﬁei}e ‘:the Board

found. 1nadequac1es 1n the proof of corroboratlon and utlllty and

‘hence no reductlon to practice.

It is therefore not too surprising that the Court of
Customs andiPeﬁent“Appeeiei(éC?A)fﬁeé:often #evefeeddfne Board in
the past decade applying a “ruleé of reason" more andfﬁore

liberally.



CIn developlng ‘and. reflnlng thls "rule of ‘reason"

approach the CCPA started out slowly w1th Anderson et al. v.

Pleger et al 169 USPQ 788 (1071)"

gaxned momentum w1th
several dec1sxons in the mlddle of the decade [e g., Bllcharz

Iy

Hazes, 181 USPQ 712 (1974), Grasselll v. Dew1ng, 189 USPQ 637

(1976), Mlkus V. Wachtel 191 USPQ 571 (1976)], and reached a

crescendo thls year w;th Berges V. Gottsteln et al., 205 USPQ

591 and Nelson v. Bowler e* al., 206 USPQ 881',«. o

Accordlng to Berges v._Gottsteln,lsupra, the corroﬁratlon )
rule.does not reguire witnessing the reduction to practice. In thlS
case’‘the ‘CCPA Held that "vieweéd'as a wlole; theé @vidence unquestionably
corroborates ‘Berges’ assértion of ad’actual’ ¥eduction to practice.”

The “Board had ‘found £hé invéntor's Gun testimony’ of hid laboratory

préﬁéfatiéﬁ“offé”ééﬁﬂaiééﬁériﬁ ééﬁﬁdﬁna“ta”bé”inéﬁ%ficiéntly‘éérrob—

i Snogether; fhe“fadtdset’ EdFERT S
trace a hlghly organlzed procedure routlnely

.and. testing newly synthe51_ 1 compounds developed [
by the cephalosporln résgarch team.” (Id. at '694)"

The court also commented on the

“"mthe absenceof contradiction and’ interral
_conflict in the present assemblage of evidence .
“{which)” 1nexorably strerigthens the'casé made” by

) appellant foxr 1ndependent corroboratlon of the e e
““inventor's testimony:" “(Id. at 691} Ty
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Finally, the- Court stated thate,fﬁﬂﬁﬂi;magm_h“ o

- __p"Corroboratlve testlmony does not o .
" nedessarily have 'td be an actual w1tne551ng

... of the reduction to practlce by one who under— ST
"stands what is going on in order to be’ adequate. o ‘

_,Suff1c1ent circumstantial evidence . of an in-

" dependent natire ‘éan Satlsfy the corroboratlon:f

Trules \Ld 695:
fewl cuid TE100KS Tike "the CCPA iE How' doming Arcund te ateeptihg

the shop book riile of ‘éviderce which ‘they previously ‘steadfastly’

rejected. 1In spite of this kind of liberaljappiiéatdon dfﬁthe-

~"rute ‘O reason" ‘Ena’ apparent acceutance of “the shoP-book rule,

record’ keeplng ‘should’ be ‘reviewed dnd tlghtened.

85 e & Nelson-v.'Bowler,“supray ‘2 ‘Board decision was reversed -

“betauge the' BoArd "erred in'hot recodnizing that tests dvidencitig
pharmacological activity may manifest a practical utility'evén
though- they' may’ not establish a° s‘p'e-é'ifi-&"-" th"er'"apeu‘tic: i’z’se .m

SRR o Eher very noteworthy recent decrslon in the 1nter— '

ferénce' fleld is of course Standard 011 Co.;'v. Montedlson,h.“

ThlS de01510n grew out of the‘mqu

206 USPQ 767 (DCD Del., 1980}

1nterference on’ SOlld crystalllne polypropylene Whlch started in

1958 and whlch involves four companles, 1 e., Du Pont, Phllllps

priority went to Phillips prlmarlly because of fraud on the PTO
committed’ by Monted;son : But the Court noted that Phllllps would
have' prevalled anyway because 1t proved conv1nc1ng1y an earller‘“
reduction to practice. This case has been appealed. The decrslon
does not break new ground or make new law but it is truly monumental

nonetheless and a veritable primer on interference law.
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ViII.r abandonment, Suppression or Concealment -

Notwithstanéing”prooffthatfthé"jﬁnforﬁparty had actually

.reduced the 1nventlon to practlce prlor to tii sen“or party s

earliest date, the CCPA last month afflrmed the PTO Interference
Board's holding that the junior party “had” suppressed ‘or concealed
aaFPFaiQE?REiOEuwithingﬁhe;meéving of;35;USC,1Q2(g)§,and;thus lost
‘tP?nF?th;Fé aﬁpatent;agaanst_thepsenioruparty.pShindelarfvp
Holdeman, 207 USPQ 112. . i |

..The suppression or concealment involyed a .two. and one— |
half year delay between: the junior party‘s;reduction:tg-Practiae‘
L_and_the_junror:party(shf;ling_qate.t,rhexfacts2surrounding the
two and- one~half i’-?%r delay Whlchwere held to. constitute suppression
orleoneea;mentuinclude;,‘ ‘

_R(aI};At\about:the_timefOF'the actual reduction to. .
practlce, the 1nventor forwarded a patent dlsclosure to the patent
attorney 1n the a551gnee 5 patent department respon51ble for pre-
parlng the Junlor party s appllcatron._J_

| (bl On recelpt of the patent dlsclosure that patent

attorney docketed the patent dlsclosure..

' (cl‘ Generally the patent attorney took cases up, for
preparatlon 1n the order of recelpt except where potentlal statutory
bars requlred early flllngr

' ' (dl On one occasron after recelpt of the 1nvent10n
edlsclosure,_the patent attorney dmscussed tha case W1th the 1n-,

Ventor. )
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"i(e) 'Oe year after the patent attorney’s receipt of the

subject invention disclosure, a prior art patent search was conducted

in the assignéé's patent library and reported to the patent attorney

within the month,

“-(£)~About-one ‘and-one-half"years-afte He prior-art

search (two and’ oné-half yeéjﬁiéﬁﬁngﬁpgi%ﬁfgnti9nidi$§ig§ure), the

junior party's application was filed.
"(g)'5Duiing“Ehe”twdﬁéﬁd”éﬁeiﬁﬁlf'Yeéiéftinfefiﬁ;'the_patent

attorney was involved in-his prosecution docket and in several Titi-

‘gation matters which required ‘a considerable amount of time away

‘from ‘his prosecution docket.

“(hY During the two and one-half year delay, thexre were no
patent or commercial ééﬁi#igés known to the junior party or his =~
patent attorhey to spur them té proceéd to prepare and to file the
application. E ' :

(iY Whilé there was intent to file the application, the
application filing‘ﬁas‘delayéd by:thé:ﬁatéﬁE‘éttoknéyfs'wbrkldéafi'ﬁ

‘The Court held that the two and one half year delay wagcvv
unreasonable and while the Court reiterated that each case stands“
on ¥ts'-own: partlcular ‘set of facts, it "ruled" that

: ", one month would be ample to draft the

appllcatlon. Another month. could be ample for.. U

a-draftsman to’ prepare the drawings.  Ta be generous,

‘perhaps another month could be allowed to have the.. . .. .-

application placed in final form, executed... and filed
with the PTC. Thus a period of three months could

possibly be excused... Howéver, more than two years of
the delay period remains unaccounted for.”" (Id. at '113).
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The delay was. unreasonable because the Court could flnd

nc excuses for the delay, statlng

oo vsn The patent attorney 8, wotkload will not. . .. ..
‘preclude a holding of an unreasonable delay. )
Nor will the showing of intent to file - someday -.
negative a holding of suppression." ...

"Additionally, the” showing of absence of
. spurring ..._does net nega+1ve a holding. of: T TRy
“'suppression’ nor “excuse the" delay.“ '(Id. ‘at’ 113) '

e}

A This decision is mbst disquieting,-toeﬁazwthei;east.

Who gan fathom the Amplications of thls case? There is first of ...
all ?P%w“%¥9a1%§t%9,v;gwaﬁh%?;WQF%fPh?n&%a§§£%¢-mqath-R%F%thipsxhaps
only two monthstin chemical cases!?!) between receipt.of an invention
disclosure and filing of an application constitutes unreasonable delay.

 Then there‘is the distortidn of the first sentence . of Section 102(g)

from a requlrement for pOSltlve actlon by an appllcant tO;M,;

"1g£erence“ resultlng from an absence of action. But the greatest

:con51deratlon:_ An an. Anter

ference 51tuatlon where the Senlor Party has A conceptlon date.. . .

avoid the °b1195t199+951939Y}n95glﬁ%ﬂﬁPFemgaﬁaEXE%%91Pl2ergPlrﬁdi

by the second sent 4 by..choosing to rely on

‘of dlllgence or other:Section lO?Tgrcunds 4‘mhus the patent system

will have failed as an incentive to the "first-in-time" inventor as

well as the "first-to-file" inventor.
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' IV.  Interference Settlement Agreements

_ It is well established and clear. from, the literal . ..
readieggqfhtheﬁpelevant;stetptg;y provision, Section_l351c)y§1 m bl

that lnterference settlement ‘agreements, per .se-have .to. be flled

e

w1tbuthe PTO. Bgt what.othergklndsﬁofwagreementsf whatr"collateral”

agreements, have to be filed.likewise. 15 the: "sixty=-thousand<dollar"

guestion.

Even though—aulicense~agreement doesunotncontainuanyﬁ‘"~*
spec1f1c provmslon for the. termlnatlon of.an lnterference, it may

nevertheless constltute

Section 135(c) as was held:ln Old Domlnlon Box Co. v. Contlnental

Can Co., 155 USPQ 7
UsPQ 353 (2nd: Clr

the terms of the orlglnal agreement must he flled, particularly
where the or&l‘tndefSEéh&fﬁg“tb‘eﬁtef’iﬁtb'é'éﬂﬁpIémehtai agree-
ment was:reachéd as a’conditiol precédent to termination of the

interference  as per- Moog- Inc.“v. ‘Pedidsus Laboratorles Inc:.'= iéﬁ o

“USPQ-225-(ED MI 1974), afflrmed 187 USPQ 279 (Gth Clr{ 1975)
I thdge’ two cases, the patents were held unenforceable becausellf_

of.non_compl;ance With- Sectmon_lBS(c),

An agreement, such as a cross-license agreement, is

concession of prlorlty or'by a d ’iéibh*ﬁfithetﬁTd”Boafa:of

Patent Interferenge . Th%sw' g ‘ear from Forbro Desiqn Corp. v.

Raytheon Cofﬂ_IQO*ﬁSPQ‘?OFKEfMA'1925); :fflrmed on other .grounds
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: 190 UsrQ 49 (lst Clr. 1976) Here the court 1nd1cated that only-

the claims 1nvolved in the 1nterference are rendered unenforceable
by . reason of a failure to*camply<w1th~5ectlon 135(c), even though
this Section speaks:in terms: ofia "patent"’being unenforceable. "

“In:Omark Industries Ine. 'vi CarIton Co., 201 USPQ 825

'E(D;Ore‘1978)-an interference was settled by the purchase of the
“;interfering*ﬁatent,andfthe:agreemeﬁt to ‘assign the ‘patent was
ﬁnot filed with the PTQO. However, what was filed was the
'assignmEnt‘of*the'Fateht3as*such;V}THé'eeﬁrt”heid‘rhaf'"

s ML pladntiE £ ‘complied with the statite’
by filing a copy of the assignment with the
Patent OFfice. - Th this case, the asslgnment“'
diselosed everythlng that was relevant.

‘ "There is no merlt to defendants' -
o contention’ +Hat plaintlff, ‘in additicn to'

“the assignment, was required.to file the agreer
-menht to make the’ a551gnment." (zd. at 828)

A claim that a license agreement between.PPG,
. Researeh_Corperatipn anq,Cergingushogldihave been. filed with.

the PTO was re]eeted 1n PPG Industrles Inc..v. Bausch .and-Lomb .-

Inc. Sectlon l35(c) was held not appllcable because -only  agreements
between partles to an. 1nterference must .be filed and PPG which. was-
a party to the‘agreement was nat.a.party .to.the.interference...The

court stated:
""The statute requires only thé filing of
. agreements made in settlement of interferences.
“or those which totally destroy the incentives
.0of the parties to the lnterference to. lltlgat?-_g
' in an adverse manneér., The license agreement in
gquestion here did not terminate or otherwise decide
"'the interference, and Research’ Corporatlon, the
. only party to the license agreement, who was -also .
"'a party to the ‘interference retained the same
Sstrong incentives to litigate after the license.
agreeméent.that. it had before. that -agreement. -

_W.Research Corporation's. financial. incentives to.. ...,y
“win the interference were greater after the license -
agreément than they had before it." (Id. at 919)
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The ‘Most ‘significant’ - and disturbing “ fecént develop-
ment by far in ‘thisiarea is' ‘the civil suit brought by the Jistice -
Department agairnst FMC™ iri“the U:§: District Court in"Philadelphia ~

this past April, ‘the court'being asked té hold that Section 135{c)

_.was_viclated. and:that.the patent: at.bariis unenforceable. .
FMC Corp.;,: No.. 80-1570,;'April.' 23, 1980)." This case could be a r'.'a'éuir
--object. lessoni:

I this caSe“éﬁ"ihEérfeféhcé:ééftléﬁghf'éﬁiééméﬁf,“"
concluded"with'Béyef-A.G:“réiaﬁiﬁé3£6”thé'ﬁégtibidé carbofuran,
was £ilad with the PTO. " However, Gthei agreements and understand-
ings-wereﬂreached'bétwééh"FMC“ahd“Bafer or ChéméﬁfbiﬁﬁiéhAWefé; »
not filed, such asa tradémark 1icensing agreement, a production

and pricing.agreeméntjva~Canadiaﬁfcbnfiiét”Settléﬁeht'agrEemEhﬁﬂaﬂa:

a cross-licensing agréemeht regarding patent rights in México and
Central :and South' America: - ' :

The existence of‘sévéréI”Coﬁéurfeht?agréeméhté and
understandings along with an amicable interference termination
‘is not an unusual situation and the filing of only the U.S.
interference settlement agreement with the PTO may alsc be rather
normal procedure. Indeed, Sec. 135(c) in terms covers only such
collateral agreements as are "referred to" in any agreement or

understanding between interference parties.
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PfQ;fu%%iShﬁﬁ to various government agencies.including the
DEP?FFm?HF;?ﬁsJHStiFE.anﬁ;the.ﬁedgral:Trade,CQmmission,lists{eg;:ﬁ
°?ﬁi¥§¢r5¢F?¥¢?S:iPaWhiFh settlement, agreements have been filed ! ::-
and kept separate from the:interference files.::Section’135(c)-
égés"piqyiq§¢§hataif fany party:filing: the: same” soirequests:the |

(agreement) shall be kept separate from the file.of the interferehce
or to any person om a showing of good cause.” . The Board.of Patent .
Intggﬁéyggpeg.§§§v§5rgﬁuyggzdggpﬁétggy_gggiagrgements-kﬁpﬁ{ﬁeparater
from the interference files. These agreements.are not examined by
the R?ngﬁgwgg_gene;g%ﬂpg@}ig”ngﬁiqghoﬁzﬁhgﬁﬁilings;isngivenwby,zga
the PTO. It is understood that representatiyes: from.the abover ;.
-listed government agencies are periodically.reviewing such agree-: .
ments but that no such agreements have ever,been. shown: to.anvi.. i:l

person other than an agency representative...
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7o Conelasiont

speakihg® of - significantrecént developments, it shbouid =
also’be. mentioned:that:the" héhpréfit: Commitiee for Ecohomic DEvelop-

- :ment.has:recently concludedithat one of thé’changes that'is necessary .

in patent praéticéﬂtbﬁénhaﬁéeféhé innovation“climdte is to eliminate

.patent interference proceedlngs and adopt a flrst to-file system

As one who is

handllng or - supervising’almost: 50 1nterferences (a three—fold

1ncrease from 3 years ago) I am palnfully aware that somethlng,h

_gone awry in 1nterference practlce. If a sw1tch to a flrst-to-fllé
System was not possible on constltutlonal grounds, I submit the
situation could be improved or righted by this approach: no
interfererce between péhding applications; the PTO invariably
issues the senior party's patent even if the filing date difference
is but a day; the junior party then has to provoke the interference,
it he can, either in the PTO &s now or, perhaps, only in courts re-
sulting in a proceeding akin to thatAdescribed inl35 UsC 291 {ecivil

action between two interfering patentees).
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:in this regard it,may,bekof%interest tha£ the Ameribén
“Patent Law Association (APLA) has just formed a new Special ;nter;
fergnquCommi?Fegzypwfunqamgnta11§:study ourinterference system
.in general and to try to remedy. some, specific. problem: areas. - The .

_.need for this is manifest.. As Joe De-:Grandi from Washington; "

_echoing many others, stated.it .so well.in.a.recent:-letter to-me:

"The need for such a.committee is. even .. :
.more evident today. ‘Based oh recent experiences
.wln our office, -the Board of Patent.Interferences .-
is apparently not following the rules or the MPEP
. in certain matters before them,, thus. making.it.
difficult to advise clients regardlng procedures
to be followed 1n 1nterferences. e e} o
"I belleve it imperative.-to. ....create {such.
a committee) so ‘that we have a forum through whlch
 we can communicate with the PTO. and the.Board."-

Hopefully, p051t1ve results Wlll be forthcomlng from thls APLA

effort.
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FOOTNOTES

‘1) In 1979, the Japanese led with 5,289;:followed by.

West Germany with 4,473, -
United Kingdom with 1,904 S
_France with 1, 537 and _

{wc aAnFdAa with-9 3 o e ot

Total number of U.S. Patents 1ssued, 52,102'?18;978
‘= 36.4% ~ to forelgners) N ""ﬁ*uﬁ D

In the ten precedlng years,'ln Whlch fﬁekdépaﬁeée
moved from third place to second to firsti;: the breakdown
was as follows: DELE BRI L 01

1978

Total number of U.S5. patents issued: 70,150
To foreigners: . 26,000 {37%)
To Japanese: 7,170 (10 2%)
To West Germans: 16,005

To British: : 20876

To French: . + 25171

To Swiss: 1,363

1977

Total number: . 69,371

To foreigners: 24,785 (35.7%)
To Japanese: . 6,448 (9.3%)
To West Germans: R -1 BN
To Biitish: 2,749 o0
To French: _ L2539 o

To Swiss: 1,397
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1976

Total number:
To foreigners:
To Japanese:

To West Germanss .-

To British:
To French:
To Swiss:

1975

'Total number.
To foreigners:

To:-Japanese: inifw ol
swTPosWest Germans::: oo

To British:
To French:
. To Swiss:

" 1974

Total number:
To foreigner:
To West Germans:
" To Japanese:

To British:

To French

To Swiss:

© 1973

Total number:
To foreigners:
To West Germans:
To Japanese:

" To British:

To French:

To Canadians

1972

Total number:

To foreingers:

To West Germans
To Japanese:

To British:-

To Frenchs:

27 024 {36%)

6,780 (9%)
G0y 3200 capomont ois
©. 3,098

To Swiss:
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1971

Total number: 81,543

To foreigners: 22,850  (28%)
To West Germans: 5,586

To Japanese: . 4,154 (5.1%)
To French: - & 772, 251

To Canadians: 1,413

Phe statutory underplnnlng
Sectlon 102{(g) read"' :

"A person shall be centitled to a patent
unless -~ .....

{g) before the applicant's invention thereof
ithe 1nvent10n was madeﬂln thlS country by -anocther.

”T;to”précflcé, from'a
the -other. -

me_prlordto conceptlon.by
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3) See footnote 2.

 .4) See footnote 2.

5) 35 USC 135(c) provides in pertinent part:.

Any agreement or understanding hetween
parties to an interference, including any
collateral agreements referred to therein,
made in connection with or in contemplation . . ..
of the termination of theinterference, shall
‘be in writing and &' true' copy thereof filed ,
in the Patent and Trademark  Office before the,
termination of the interference as between the
5aid parties to the agreement or understanding, .

Failure to file the copy of such agreement

or understanding shall render permanently un=

'wenforceabieﬂsuchiégrééméﬁﬁ*6ffunqér$tanding,;{ et
and-any patent of such partiés”involved in the
interference or any patent subseqguently issued
on any application of such parties sc involved.

i assed”in 1962 in order to reduce

or elimindte incorporation’of restrictive provisions in
interferénce settlement agreeménts-and hélp prevent the
use“of such agréements as a means‘of violating the“antitrust
laws, - "Interference proceedings’ may be terminated in a manner
hostile"tothe public-intérest by using patent interference .
settlement agreements as & means of 'restricting competition.
Senate Report: No. 2169, U.S."Code Cong.=anqhﬁdg1§ﬁ:mews, 87th
~Cong., 2nd Sess., p. 3286 (1962). SR s

“isédtion 135/(c) ‘was
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6)

.‘fih’greatef*defeilffthe"bébfréﬁérrféieies;

3“When two or more appllcants seek a patent

'for substantially the same invention, the U.S.

patent system prOV1des for 1nterference, a pro=-

'ncedure to determine who first’ made. the " 1nventlon;

";That oarty w111 be entitled to ‘the patent. to the

. in the Patent andJTrademark Offlce (PTO) and
'f;occa51ona11y reaches -the, federal courts. as, ful1-
“"scale Iitigation. O 3 e

Patent interferences are highly technical
proceedings and are of guestionable efficacy in -

‘determlnlng the first inventor..  Much. time-is:
_w'spent prov1d1ng what happened before the fllrng
“.dates; trying to prove that the 1nventor was . .

1ncorrectly named; "did-not really hiave the ins
vention in hand, failed to discharge various
obligations, and so on. In a significant majority
of interferences, the patent is eventually awarded
to the first to file. (According to a survey by a
major corporation, although approximately 110,000
U.S5. patent applications are filed each year, only
75 to 80 interference procedures produce a result
different from the first-to-file system.)

The United States and Canada are unique
among all the industrial countries of the world
in utilizing the interference approach. European
countries have always considered that a patent
should go to the first party to file an application.
Thé new European patent system, which all. European
Economic Community countries have now adopted, pro- -~
vides a personal defense to the individual who can

- show he was actually the first to invent and took

steps toward use. (Particlipants in this system
include the United Kingdom, France, West Germany,
and Holland, 1
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Because the purpose of the patent system
is to® encourage ‘disclodire’ to the publlc, the
party who is first to file should be rewarded.
Adoptlon of_a_flrst_to-flle system would elim-

UE“énd*shduld*reQGifétprééf'of eps
“‘commercialization.” et
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Protection of configuration:df goods in Japan

of unfair competition. -~

© “Gommittes No. 1

U Gapandse Group

Goji Tasaki
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'Abstract51:ﬂﬁha

The configuration itself has not originally the func-
tibn"to”idéntify”thé”Sourceshofxﬁobdéf' However, when
the configuration has the singurarity, or is advertized
in the whole country, it sometimes comes.to have that
function. In such a case, ¢an the configuration be
protected by Unfair Competition Prevention Law?

In other words, does the configuration of goods falls
upon "the indication to identify the goods of others"
of that Law Art 1 (1) No. 1. Judicial precedents and
theories affirm, but concretely, there are few success-
ful cases. Concerning lé‘judiéiéi'precedents, we would
like to study requirements to be protected and some
problems about them. D

-50-




Howaver;

i“the face of goodsr

~Introduction:

In recent years, in Japan, a dispute on’the urnfair

.- competition ‘has:been increasing morerand-more:. As

one of the disputes,-there:is.a issue concerning

”qthe -eonfiguration.of goods. .The configuration it-

self -is -usually protected by the.industrial property.

trial propertYn;there“happens;a"typlcaleproblem
whether the exact imitation of the configuration can

be excluded under Unfair Competition:.Preventicon Law.

As apparent from:the fact that a trademark is called

or "salesman saylng no words",

__"the basrc functlon of a trademark s to guarantee
'4j:to consumers that‘the product has the same origin.
" On the contrary, the function of the configuration

© T of goods 1s not to 1dent1fy Source orlglnally, but

“_HOWever, when goods have th

mto enhance the functlon and beautles of goods.

characterlstlc form or

‘”are advertlzed 1n a whole c untry, they come to have
the power of dlstrngulshlng one 's goods from those

of others, when the conflguratlon of goods itself

has the functlon asi“the face of goods"'

fIn thlS case, how 1s the conflguratlon protected°

”There are only a few Jud1c1al precedents about the
'ﬂconflguratlon of goods whlch admltted 1n3unct10n
”under Unfair Competltlon Preventlon Law. What is
" tHe ‘réason ‘'of this?’ What 'i's ‘the point 6f a suit?

“ighat requisites aré ‘neéded ‘and what points should

¥ we ‘attend to? ' We ‘would like ‘to study “these points

-JfrOm*the*ViéWPOint”offaniunfair“competition.
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2. The protection by law except Unfair Competitien
.. -Prevention Law. ..

Theprotection by ‘laws except Unfaiyp’ Competltlon

rrBrevention: Liaw i'stds followss

t. Since-the ‘purposés of ‘the laws undérmenticned are

‘different from:those of ‘Unfair Competition Preven-

. tion rLaw;goods rare protected by ‘both these laws

randsUnfaix:. Competltlon ‘Prevention Lawi

st sdn i Tradémark haw ol

Sinde the subject of Trademark Law 1n Japan is

'4on1y tWo- dlmentlonal mark, the conflguratlon

‘":1nclud1ng a'contalner ‘and a package ‘étc.” cannot

"be reglstered as;three—dlmen51dnal mark. :It is

iﬁf?p0551ble to reglster as a development.: However,

stch reglstratlon will have very deflnlte effect

te"protect the‘confléuratlon ‘of goods.”

'As mentloned above,:seelng from'the v1ewp01nt

“of the' protectlon of:conflguratlon of goods,

flTrademark ‘Law in Japan is’ nearly powerless

: comparlng laws of U. Sfﬁ and-weEt Germany.' of

course,'lt would be surely rejected even “iF

someone Would try to flle an appllcatlon of the

‘;well known conflguratlon as two—d1mensmonal mark.

fi')‘ Patent Law, Utlllty Model Law anere51gn:Law

~aqu%aamen@s;fqaaFQQ%5%¥at;9na%ameaghylﬁve;#here

wiii -As.no possibility that it would not, be register-
- ..ed.; . For example, if a design is created, it

g2




iiif)\

wiesbionrunder-Ueiddty-Models-Rightrbecauserofran—

would be better for it to be reglstered under
De51gn Law!” As_a “iase  which was requested for
injunction under Utility Model Law at the same
time, "Balance for Cast Fishing” case 1s under*
mentioned. "Block Toy" case (Osaka Districe ¢
- Couxt; May 13571968)5: which:was: granted.injunc—

~:Muncomplete: usel; would” beralsoigranted, if an
“;actaon?were;asked by: the: owner::of:the:right
“whose products was:well-known, undéei:Unfadir

i+ Competition:Prevention: Law.::i:

pMeswan thesproductofzthe defendant:was substan-—
., tially the same -as_the product manufactured as
" an embddiment of the” atility” ‘médel in its” size,
color ete.gyu exoepL the: centerspartition walls.
Thus, the defendant's product should be regarded
easily as imitation of said product.

Copyrlght Law

Thée: problemsy here is:whether applled arts, for
example,/lndustrlal de51gn,_are .contained in
A)worksJ < BYiy Copyrlght Law inh Japanjaditiis estab—
-+ 1Tished: not>to: contain' industrial: design:in
o worksis Industfiai design:is: protectediby Design
Law, but the»border:becomes. problem.:::Further-
more; how about the charécter products? For
example, when Someone makes a character of
Conic (e.x. Popeye) three-dimensional products
such as a doll, is Copyright law applied? 1Imn this
case, so long as comics are considered to be one
kind of wqus of arts, they are coplies of comic,

and
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ﬂ_therefore, 1t ls .proper to, think that

"::Hrlght Law.:m

(Civil Code .

:: Bome cases; are-admitted: remedies for thein-
s fringement:by:the’illegal-act (Art.709).c.In

the. undermentioned’ "Wireless:Microphone" case,
as: the:secondary-reguest, a:c¢laim:forrdamages
underfillegalfactGWasimade$x The:fact ofithis
case is that the plaintiff: insisted’that busi-
ness activities were infringed by the act beyond

wuisthe fairs range of free:! competltlon.‘ However,

v)

:thls 1n51stence was rejected because there was

'no reasons:for: 1n51st1ng.thls ‘point.

Other Laws

a) There are some laws about 1mport and export,r
for example, Customs Tariff’ Law, Export ‘and’
. Import-Trade Law,:butitheyrarereffective only
swhen goods: acquire rthe” IndugtrialProperty.
Furthermore, ih some:cases; under Criminal
~ACOde:ihjuronfsbne'sicredit}brﬁinterferénee

. of one's:businessiare appliedto theiimita-

'*ution‘of;cenfiguratiénﬂof'gOOds: Fe




3.‘ The protectlon by Unfalr Competltlon Preventlon Law

l)
: Competltlon Prevention Law here.

1We Would llke to study the protectlon by Unfair

y‘uUnfalr Competltlon Preventlon Law, . Artlcle 1
{1} .No, 1 prov1des that the acts which happen
ﬁconfUS1°n between one -8 goods and the other's

'-Artlcle l (1) No.;l»

';t:by u51ng the Same or 51m11ar klnds of.lndlca-
.:tions as. the .well-known 1ndlcatlons such as the

fname,it;ademath{ contalner,xot{package cof goods

or others which.characterize someomne's .goods,

..are_subject to .injantfiqn-'

“An act of using an 1n&1catlon 1dent1cal with

crprcsimilar €0 “the name, trademark, container

or package of goods or other indication to
lndentlfy the goods of other person, well known

+in the territory where: this Law is:in force or
trof rsélling distributing oriexpoérting goods
©ibearing ‘such ‘indicationand thereby causing
f'c0nfﬁsionuwith”the goddsfofﬁthat:persbn."

i Is the conflguratlon of goods contalned in

“f"lndlcatlon to . 1dent1fy the goods of other per-

fson"° Theory and leadlng cases” say “yes be-
'cause of ‘the follow1ng reasons,_;trls:properly
"freeito ‘maniifaéture the products which are not

protected by Industrial Property, however, when

: ﬂfthe configuration: comes ‘to: have the function to

;dlstlnct 1t from others (that 1s, 1t comes to

the secondary meanlng"), ‘tor obtaln a

;."free rlde" ofjbus;ness reputatlon on . the con-
“sfiguratienimist notbe admitted.
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.. 2)  As indicated 1n the attached paper,‘there are

o ‘u.‘16 judgements glven after 1955 about the con~':
3f1guratl0ns*of‘goodS“lncludlng those about:
color, package “and’ contalner of goods = Though

“:”judlclal precedents recognlze ‘as general remarks

“that Ehé” conflguratlon ‘or “éoTor of goods comes

“tnder the Lndlcatlon; MOSE OF caseS“were re=-

jected” because ‘SF “tHé follow1ng b reasons,

& {s that- the conflguratlon of “go08s is de-

‘*rlved from a techaidal functlon, ‘and “tHe other

Yid FHALTE i8 néf weliikhown

For example, "Fablicitéd Closet"-casé ‘and

"Accounting Slip" case were rejected for the
former reason, and "ereless mlcrophone case
"'"Handback"

case fo

he; Onflguratlon of goods dis necessarlly
;derlved from:the technlcal function;. it cannot
ik -—be;pnotegtedMbyHUnﬁa;r_Competlt;qn“E:evention
¢ lawcexceptionally. -The reason.ig:as; follows.
If the configuration is protected by that Law
in such a case, it becomes to be obliged to
admit . that:the technique;itself, which has
given goods the conflguratlon, is possessed
:exclu51vely as & sort of “eternal~right. This
zsi8 unreasonable; because the.purpose;tc limit
the duration of pate r utility model right
*becomes 1neffect1ve' A

{"AccountingSlip" case)

=+™Po prove-that:thesconfiguration.of goeds has

gome to be well~k wn as indications of sources

“of- goods, TU.i . Fin"addition to Ele” ‘fadt that

;i itheconfigurationsds-used-for.a certain time,
m....._lt must be used exclus;vely,_and it must

‘be“well=known" among "d8alers and ‘isers ....."
mesa i wl ("Wirelesssmicrophone™” case)
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17 "Considering mode or:amounts of sales of plain-
_tiff's product, etc., it is doubtful whether
“thé" conflguratlon Has ‘béen well-known to cus-
tomers soofurther;as the gimilar kinds of
.}_plalntlff' products come into the market,
“'the singarality “of the product of plalntlff
has been extinguished. M -1 g

Handbag case)

cases. One case is about a packing receptacle

J”awith color, .the others are about the con-

The defendant was & dealer in spectacle

frames, who produced and sold almost the

' Samie framés ‘as "NYLOR" : The plalntlff re-
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. »The judge. admltted -the request from the

'-:Jplalntlff for the reason that the ‘configu-

'jnratlon of goods ‘came under "the 1nd1cat10n"

}and that the conflguratlon of “N?LOR" itself

was well —known.eoie el 0 s
“This was the first successful case about
the conflguratlon of goods under thlS Law.
"”The reasons for the Judgement are as follows.

*a) Whether ‘the conflguratlon is fallen under

"the 1ndlcatlon“ or not.

"SLHLE the conflguratlon of goods was
originally formed ‘in order to demon-
strate the function which the goods aim,
the selection of the conflguratlon was
naturally restricted by ‘the aim. How-

. ever, ..... some .goods got.the singular-

" ity of the configuration even in said

Lworestricted range. In-addition, adver-
_tisement contributed for the configura-
‘tion itself to ‘have the function of
g 1dent1fy1ng isource.” Inisuch a case, it
... is obvious that the configuration itself
" is to be considered to fall under 'the
indication to identify ~the !goods of
, -other person'." . .

1odnete'are fallen

under or not. L

*The 'spectacle frame :made. from nylon yarn
- has been manufactured before the plain-
tiff produced it but thé number was
=-yrery [few-and the:whole configuration,
the weight and the touch of that frame
‘were different from tHose of "NYLOR".
B0 the saingunlarity of AMNYEOR" was not
. 1n3ured.\ By means of the advertisement
“ and ‘the selling “quantities of the export

E
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~ih'ad&itibn'tc"the gingularity, includ-
. Ang "with nylon. cushion”, - of the con-
" figuration, the conflguratlon of "NYLOR"
“has come.to belwell-known .... all
over Japan in 1971 at latest s
The configuration of "NYLOR" itself
.should'be regarded to-fall under "the
indication. to identify the goods of
other pérson" which is provided in Un-

cofalrs COmpe+1+1on Prevéention Law-Article.
~1.{1) No..1." ... cer e

"Balance for Cast Fishing” case.

- This-isa ¢case which an action based on

cutility modelrightsis-combined with another

o ractionsbased on utility:model right and Un-

- fair Competition Prevention Law. The deci-
- gion: permitted pldintiff's clain under
“Unfair Competition Prevention'Law concerning

configuration of 'gédds =- the second success-

ful case.

=+ The ‘dec¢ision ‘permits injunction, claim for

[damages .and printed apology on. newspapers;

,ﬁ"ﬂ,..., there are. cases, that conflguratlon

6f goods itself comes to have the secondary

.+funetion #of iindication  through ‘business,

and in such. cases,.. so far .as .said configu-
ration is 76t a neécessary “and “inevitable

snirdsultiof technical “funictiong 'of goods in

.the light of purpose .of the Law, it should
“bé understood that conflguratlon of goods

i comes under " gther ind ¥¢ation to ldentlfy
.the goods of other person! provided in
TUnfair Competltlon Preventlon Law, Art. 1

G B HE o LIS
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.- -Moreover,.concerning Twell~known", the judge

on il

nally for this balance:for”flshlng.

FurtHermora; “it” was fééoéﬁiééawfhafjfhrough

--not.only the.unigqueness:of ishape but also
rosales-mode, rsalesamountsvand radvertisements,
. etc. . -the. configuration:in.guestion has come

to-be-well-known-tofishing-tackle wholesaler

- and retailer.in:a wholescountry:as an indica-
~tionstoridentify plaintiff's products from
~—~others in 1970-:at..latest:

"Round:Can :for ;Packing :Spice” :Case

“fnthis dasd, “For the réason “that the color

comblnatlons and Lhe desxgn of the can for

ant s products,

“‘on the other hand, are;almost:the same as

plaintiff's products, except expression of
letters.
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3)

Tof Ehe” conflguratlon of goods

As mentioned above, with resPect to protection

nder ‘uUnfair Com-

T pEtition  Prévention Law, judlClélF?IeCédentS

require’that -the’ conflguratlon has the power of

Clrdiscernment, “and” that it 18 e

ioHeE

not the result of technlcal functlons.,

the term "welTZknown® >

First, it is not necessary that the conflguratlon

N well~known ‘in 4 whole country. TEit is

famous in 'a’ cértain dlstrlct “the conflguratlon

crecan-bersaid ¢ fwell-known"

Secondly, whether the- conflguratlon is well-known
or not depends on whether it gets credit on goods

2n0, 080k oA standard jof njudgement »is different

‘according . to-the;characteéer of zgoods, etc.

Then, iwe.would:like to.study the sort..of (remedies
»-for unfair. competitien.actss: 3

i Flrst, 01v11 remedles are Yy follows-

i) Injunctlon [Art 1 (1)3

Persons whose busmnesskrntenests are like-

s icenn o 1y otoobesimpaired cean requestithe remedy

‘vof Jdinjuniction without:proving *the intent
v ror-negligence of «the defendant.:

ii) Claim for damages [Aft. 1 bis (1}&(2)]

Persons whose business interests have bheen
impaired can claim for damages provided
that intent or negligence of the defendant
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is proved. i S g
. The amount of damages 1s presumed to be
i_equlvalent to. the amount..gained:by an
“541nfr1nger:threugnnlnfrlngement,,v
: (Trademark Law,ngrtfn38 is.analogically
o iapplled.;u, S e . .
(ipef; “Spectacle Frame" Case and "Balance

for Cast Fishing" Case) .

Lf iii)XClaim,ﬁor;restortdon:ofﬁimpaired business
reputation [art. 1bis (] . .

A yood example is a° publrc apology ‘carried

in ithe: newspaper.

ivy Claim foriadditionalimarking toiprevent
.confusion-falling under [Art. 27(2)]

-*Qb)“;Asfcriminalﬁpenalty;"iﬁprisbnment;at%forced
labor for the:termilessithan three years or
fhfines up to 200,000 yen ig stipulated. (Art.
‘éf“. But thlS artlcle can be applled only when
the defendant ‘has the 1ntent10n of the unfalr
seompetitionyiniasd miolr muon L
zrMoreover;, when a Tepresentative or employee e

.s'of va iperson .or ‘corporation s ‘punished
under:this provision; ~the ‘person or corpora-
tion is also to be fined under Art. 5 bis.
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Cdaes

A:Few .Problems About-Protection-Under Unfair

Competition: Prevention;Law:. .

0y

"Well-knowh”

':"hs"ﬁehtiohed'above; "To_be well known” is one

. of th@ requrements for the conflguratlon to
'!be protected under thls Law.l

Therefore,.even lf slav1sh 1m1tatlon 1s made,

protectlon under thlS Law cannot be glven, s0

”ilong as thls requlrement 15 not satlsfled.
_hHowever, con51der1ng that every act contray
'commerc1al good fa;th should be excluded as

unfalr competltlon, whether the conflguratlon
is well—known or not w111 not be the. .question,
However, present Unfalr Competltlon Preventlon

'“:Law does not partlclpate in the cases that do

2)

‘not fulflll thls requ151te.“ There is a posgsi-
s”blllty for these cases to be protected by Ciwvil
Code based on 1llegal acts or Copyrlght Law only:

when ‘each case meets the requlrements to apply

these laws.

"Technical Function"

As already mentioned, judicial precedents say
that, when configuration of goods is considered
to be a result of technical function, it is not
regarded as "Indication".

However, in my opinion, the configuration of
goods should be protected when it comes to have
distinguishing function and alsoc meets other

requirements, even if said configuration is’
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iz considered:toi berarresult: oftechnical’ function.
The balanee betweenitheiprotection’ ofthe Patent
Law or the Utility Model Law.and, that of. this
_Law 1s taken into account in the judiciél

protect the &

' hsthe purpose”

of the protectlon must be

31ndependently determlned ‘in' the’ llght of the

: purpose of protectlon “for unfalr competltlon.

- Whether £he duratlon of patent rlght ‘is expired

Y 5b RoEis’ not “the questlon.'
LThe above—mentloned would not be agalnst the

lga-

{
3
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~“We have mainl

. To, move against

“conseque“tl'u

Conclusion

In what cases can the imitation of configuration of

liigoods! berextrudediinder Unfair Compétition Preven-—

tion Law?

“studiéd’the judicial precédents:about

the unfair competitions, it is

for"yds to grasp satisfactorily the re-

”qulrement ,for the protection and some problems.

Further, if one leaves 1m1tatlon by third partles o

;alone for a;long tlme, ‘the distinction betweeh the

rlglnal and the 1m1tat10n becomes obscure, and

ot be protected under Unfalr Compe—

_£1tibﬂ‘Pfé§éh£ion Law. To such a 901nt also,

‘ttention should bepaid.

'The presént Law-does not always exclude unfair

“*competltlon satlsfactorlly, including éases: gfithe’’

"le tat 0“0f conf guratlon, and moreover, there are
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No.

Judicial Precedents

.. Name ,of Case

MToilet. gleanser”; .. .

"Fastprinter”

'"Jounallzlng board

“for “book- keeplng
"Wireless microphone"

"Orange: roller" . . :

"Fablicated closet”. .. .1

"Spectacle frame_(Nylor)"

"Dolls"

"Chow mein"

-~ Date of Decision, Judgement

. Tokyo.Distriet:Court, Sep. 19, 1958

Tokyo High Court May 23, 1963
Secondary isste 'of Similarity of
container for packing

- denled

' (Whether "Toilet Cleanser"
was- a- trademark or not, was
the maln lssue -- common
*name )

IHOSaka Dlstrlct Court May 30, 1960

H=— denled (not well-known)

”Kpbe Dlstrlct_Court,.Feb. 29, 1960
“Osaka  High Court, March 29, 1963 °

- ——_.denied (not.well-known)
(not works in Copyrlght Law)

ﬂTokyo District Court,,Aug. 31, 1965

o denled (not well “known)

- Osaka District . Court, .June 29, 1966

_Does Color (mono color) itself
‘fall under "Indication®? As

_7-— denled (not dlscrlmlnatlve)

,Tokyo Dlstrlct Court, Nov. 22, 1966

-- denied {(a result of tech-
nical ‘function)’

'Tokyo District Court, March 9, 1973

-- successful (the first case)

VTokyo District Court, June 28, 1974

w= denied (not well-known as
claimant's Indication)

Maebashi District Court, Nov. 13, 1975
-- denied {container: not
well-known)
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No. Name of Case - Date of Decision, Judgement

10 "Kamen Rider" Tokyo District Court, April 28, 1976
. -~ denied (not well-known as
plaintiff's indication)

11 "Batten manufacturing Kanazawa District Court, July 15,
machine 1977
. i denied  (not well-known
... . claimant's indication) .
12 "Accounting slip” Tokyo District Court, Dec. 23, 1977
—- denied {a result of technical

function}

Tokyo District Court, May 31, 1978
~- denied (not well~known)

13 "Handbag (Chanel)"

14 "Balance for cast fishing" Tokyo District Court, Oct. 30, 1978
-- successful
15 "Round can for packing Osaka District Court, April 18, 1980
spice"” . -- successful {(color combina-

tion and designs of container)

‘16 "Mosquito stick Osaka District Court, May 20, 1980
fumigator™” —— denied {a result of
technical function)

~ FRANKLIN PIERCE
LAW CENTER LIBRARY.
CONCORD, NH. - -
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Presented at the
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_SCIENCE FICTION:COMES TO THE U.S. SUPREME COURT: ‘ MAN-"
‘MADE ‘LIVING MICROORGANISMS ARE PATENTABLE-SUBJECT MATTER

Jay L. Chaskin
General Electric Company -

law. The U S Supreme Court 1s not persuaded by the L

arguments that the ena tment of the Plant Patent Acts i, N

precluded patentlng 11v1ng thlngs and mlcroorganlsms‘

cannot quallfy as patentable subJect matter untll the U S

Congress expressly authorlzes such protectlon The Court .

stated that the relevant dlstlnctlon Was_not between 11v1ng

and 1nan1mate thlngs, but between prod ts of nature

Whether llv1ng or not and human made 1nvent10ns A re—_ .

qulrement of forseeablllty of lnventlons confllcts w1th

the core concept of the pat'nt law that ntlclpatlo

undermlnes patentablllty The U S Patent and Trademark hi'

Office has announcedjlt w111 resume examlnatlon of appll-

cations clalmlng an

of mlcroorganlsms lS expected to prov1de further lncentlve

to genetlc engln

rlng and esearch d'splte the cautlon o

expressed by some organlzattons

~F Qi



SCIENCE FICTION:COMES TO THE:U.S: SUPREME.COURT: . MAN-.-
-MADE : LIVING MICROORGANISMS :ARE :PATENTABLE. SUBJECT ‘MATTER

The creatlon of new 11fe forms has 1ong fascinated
phllosophers and rellglous leaders However, in the

twentleth century and partlcularly in the last deoade' :

the creatlon of 11fe ‘Forms has also become the subJect?;m'r:

of science flctlon end research through the technlcal

dlsclpllne known as genetlc engrneerlng N In the Unlted

States a thlrd faCtor patents has fiow been added g

the convergence of science flctlon and genetlc englneering ’

Thls is the result of a patent appllcatlon flled on the

lnventlon made hy Ananda Chakrabarty, a micro- blOlOgLStﬁ‘*
worklng at the Corporate Research & Development Center ’

of the General Electrlc Company | In 1970 and 1971

Chakrabarty was 1nvest1gat1ng the possmblllty of 1m-:5“”?'“n

'prov1ng the known crude 011 degradlng characterlstlcs‘qﬁ o

of certeln bacterla ’ As a result of Dr Chakrabarty sFT*TﬁH

research efforts a new straln of bacterla was created

Whlch was ahle to degrade most of the ‘various hydro—

carbons that constltute crude 0i1. 'That same bacterlumjtz”

‘moreover, was able to pass the ablllty to degrade crude‘f
oil onto its descendants. ' B = I
In contemplating the preparation and filing of

the patent application, the General Electric patent
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"attorney recognlzed that ‘thé ‘claims to the mlcororganlsm.
itself would’ probably be reJected because under the o
’:prevéiling'view,l'such'micrOOfganisms were a prodﬁbt'sf"
nature or ‘alive and thérefdfe"didlnbt'féll”ﬁithih”ahjig"

of the four perm1331b1e statutory classes of process

‘ition, it was believed that the method 6f”prepariﬁg’thé'

microorganism was going to be challenged by the Patent

Office for the same ‘Féasons as the product.? Claims

directed to the method of using the microorganism were
also ‘contemplated but no objection Was‘antfciﬁatéd"fbf~'"
this type of claim. Two patent applications were filed
“‘in’ the United States on June 7, 1972. ‘The first appli-
cation contains c¢laims to the method of preparing the
bacteriiim; the bacterium per se alone or as an inocultm '
and the combination of the bacterium with a carrier.
The" second’ application is dirsected to a method claim for
using a microbial degradation 6 a complex hydrocarbor

sourée wherein'a defihed microorganism is brought into

contact with the hydrocarbon ~source. Both applications

SUL T Dictar by ‘Mr. Justice W.0: Douglas in Funk Brothers
8Seed Co. v. Kalo Inoculant Co ,.333 U.8. 127, 130, 76 .
“U.8.P.Q. 280, 281 (Sup. Ct. 1948); see also In re Manc .

499 F 2d 1289 1294 132 U S P Q. 303 306 (E C.P.A. 1574).
2. See Ex parte Arzberger 155 U.5.P.Q. 286 (P.0. Bd.
App. 1966). This case should not be confused with the’
much earlier case of the same name, In re Arzberger,
122" F.2d 834, 46 'U.8.P.Q."32 (C.C. PR ~1940) “which

held claims to a microorganism unpatentable under the
plant patent act.
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recite that the microorganisms are unique; that they have
been developed by the application of genetic engineering
techniques; that official culture deposits of the bacteria
have been made and that the bacteria is a living culture.
Both applications Tecite that the invention concerns..
plasmids or extra-chromosomal elements which are believed
to _comsist of double-stranded DNA molecules.,. The plasmids
 axe hereditary units yhich generally ate mot essential for.
cell viability.  The applications emphasize that if micvo-
orggnisus, comtaining multiple compatible plasmids, could;
be made possible, the economic. and, environmental impact

of_such:audﬁvequmﬁ9F;WPPL@;P&;?@?Fr 39?;F¥ﬂmP1?wwthF§ﬁ

up, ;°_,1:'_l ; ;%P\ll.-l\...s \.an,d-; in. .--Fh? :91.?SP9§ al °f P,S:Esi ,éu.Fon}Q.F;v?; o
lubricating oils... |

Fhe; important phrase. fo be remebered, is.'a single, .v

wicroorganism containing multiple. compatible. plasmids. !,
In the pripr art migcrobial strains were known. that-could. .
decompose. individual components of. crude oll, . however,..,
any given microorganism could unfortunately degréde only

icular omponent JFor.. thlS reasoanlologlcal control

of 011 spllls prev10 sly. ha‘tinvolved‘thekuse=of a_mlxture

'30f bacterlal stralns, each capable of degradlng'a 51ngle

component of the 011 oomplex o:;“.ﬂ‘

cumslative degradative sctions vould consume the oil and.
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- convert it to cellimdss which could thén’ derve:as’ the
food for fish-and plankton::: However,  since bacterial ™
~strains-differ: from:one:another (1)~ in” their tates of
- growth:on the:varidus hydrocarbon components or (2) their

~nutritional-requirements:ori(3) in their: resistance to’

EoRIe Materinl ot te "EheteEE the Ténvironment. the

cusésof rarmixediculture leads to-the uitimatélsﬁfviﬁél of
only a portion of:theinitial:colleétion of ‘bacterial’™

strains. :-As a-resulty wher: a*mixed ciilture of Hydroédtbon

~degrading-bacteria:are deposited:on/an oil spill; “the bulk
of the oil.6fteén: remdins unattacked for ‘4 leng period
uuofxtime;;for“example;aweeks;ﬂandﬁis*ffée}té*spréédiﬁfiéink.

. Earlier attempts by ‘Dr. Chakrabarty “to locaté moré

. +than:one. pldsmid in the same cell were ‘successful J but
the :cell was unstable because ‘of plasmid incompatability.
‘The :problem:of "plasmid “instability was ‘solveéd by bfinging
-about: fusion of ‘the plasmids in their recipient ¢ell and
this;is.whatmthe(twéfapplicationsTdiscldsédﬁaﬁd“éiaimé&i
‘Tt was therefore now ‘possible ‘to ‘genetically create a“"

biological istrain having the single cell capability for

+»mltiple:degradation: of complex :hydrocarbons. “"Such’ a' "
:ﬂmicroorganism;caﬁablenofnsimultanébus1y degréding*thE*”
rw;severalucompbnentSAOf;crudenoilwdegrades?ahboilmépillf7“
~much more. quickly, for example, days, instead of weeksy

- than a:mixed: culture and ‘also:brings about: ‘the coalescence

;..0f ithe: rémaining 01l portions’ in large drops.’+This rapid
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bioleogical action minimizes.spreading of:the oil;:thereby
enhancing recovery of.the coalesced residue.’’

. As;npted;earlier'two;patent,applicationéiWere filed.
:The second application .directed to:the use- of the bacterium
for degrading a-.complex hydrocarbon source met -with little

;prosecutiqn_difficulty and . matured into: . U.S8. Patent No:
~3,813,316..on May 28, 1974, .The:first application,; claim-
ing the bacterium.itself and:its method:of preparation"

encountered numerocus -prosecution problems. The patent:

o+ examiner ‘rejected -all of :the microorganism-claims as not

“being within one of ‘the.classes of invention-enumerated
..:by.the statute because the -claims are .directed to—a product
qunatg:Q(m The patent examiner-also rejected some of the
method .of preparation and the-combination -claims reciting
I;hg;bactgriagandjakqarrier‘but;aISo indicated that 'some
Vqﬁxphese,claims_recited:allowable;subject?matter;waAfter
ramending the -claims the applicant.argued ‘that the oxrgan-
',iﬁmsudisclosed»are_different;in:kindﬁand}notmin'dégree*
because .of a fundamental alteration of: the parental-cell
| as;comparedqpp_the-naturally,occurring:articlel:?TheréfOre,
the. claims recite..a manufacture. or agdompositioﬁfofvmatter
bothjpf?whiphﬁare_statutory~cla33es;-wThespatentyexaminer
allqwedfthe;claims;to:xhefbacterialand;carriernéombination
and: the methed of- preparation-but continued the rejection
.. of the; microorganism claims adding that if the the patent

. statute were. to include living microorganisms there!would
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have been no need for a separate statute, the Plant Acts,3

which permitted patent. protection for certain kind of. plants.
-On appeal to;the Patent Office Board. of Appeals the
applicant:pointed_ou;.thgt_accordipg to?judicialzdecisioﬁ4

the definition. of. plants in. the Plant. Acts spec1f1ca11y

T;excluded bacterla and that the product of nature reJectlon.
.is overcome. by the examiner's own admission that the . ..
organisms are artificially created. The-Board of Appeals
decision indicated_tba; there:waslnq,precedent;onbwhe;her
living, organisms are patentablgtsubject.matter;gneyerthe-
less,. the Board adopted the. patent examiner’s view. of.the
need fo: thg.P1aqt Acts‘énd;gene;ally his interpretation
.of the permissible.statutory_classes,qf;invention.f$The;
Board of Appeals @id_not, however, .rely on the pﬁoduct_:
of_naturg.a:gumeqt??but_insteaq‘held that if a living-. .
microorganism was within ;hé,statu;e,:itﬁwould,bgipqssible
to obtain a patent on higher order bioldgical speciésgﬁ,
including mammals, such as human beings.  The Board of
Appeals did not believe that the United States. Congress.
when gnacting~thgzpatentT%tatu;gs_gdulﬂghave:inténded“;hat

result. .-

3. . .Plant Act, Pub. L. No. 245, 46 Stat. 376 (1930)

' The Plant Patent Act, in 1952, was incorporated into Tltle'

35, Patents, of the U.8.C. as Sections 161-164. Also the
Plant Varlety Protectlon Act of 1970, 7 U.S. C 2321 et seg

4, 'In re Arzberger 112 F. 2d 834 46 U S P Q 32
(C.C.P.A. 1940).




i appellate-review to the’United States Court of Customs *

2 The-basié¢ qiéstion presented during’the”further-

- afid Patent Appeals‘and finally“the United States Supreme

”acéurtriséthefaeﬁefminaﬁioﬁ*wheﬁhéf é*liﬁe“”huﬁaﬁ*médé?"*

. pateént - law 6f ‘the United“States: 'In’support of fﬁé”govérn-
ment "s ‘negative view two arguments wére presented: First
‘the énadtméfit 6f the Plant Acts indicated that the terms
Mmanifacture” ‘or "composition of matter” do not include”
“Yiving ‘things; for ‘if they- ‘d1d; thé Plant ‘Acts would ‘have
‘béen unnecessary: Second; ‘that" mlcroorganlsms cannot”

qualify ‘as ‘patentable subjéct matter until the United" ™"

Stiates Congreds expressly ‘authorizés ‘such- protection: ‘The
basis f£6r this ‘arguemnt 'i§ “that genetic technology was '
unforeseen ‘when ‘the patent ‘statute ‘was enatted arnd that™

vfthéﬂjﬁdfciafy*Should Hot ‘extend patent rights into such’

first dec1510n5 the Court of Customs and Patent Apﬁééiéf
by the barest majority of three to two, reversed the

 Patent OFfice Board of Appeals:’ In its ‘second consideration®

5 1In re Chakrabarty, 571 F 2d 40 197 U 5. P Q 72
(C.C.P.&. 1978). - : s

6. In re Chakrabarty, 596 F 2d 952 201 U S P Q 352
e Gy GrPrh 1979)




the COurt of Customs and Patent Appeals, by a maJorlty

of four to one adhered to the flrSt dec151on and concluded

"that the Supreme Court 's 1nterpretatlon of the statutory

perm1551b1e classes of 1nventlon in a patent appllcatlon

dlrected to computer technology was, not helpful 1n dec1d1ng,”

7. Id. at 973 and 371.

the Chakrabarty‘case‘on the patentabllity of mlcroorganlsms.
In the most ea51ly understood language p0351b1e the second
dec1s1on of the Court of Customs and Patent Appeals re—v
Jected the two government arguments As to the flrst o
argument concernlng the Plant Acts, the Patent Appeals'b
Court 1nd1cated that the government had lmproperly con-r

strued the purpose and lntent of these statutes As to

”the second argument concernlng the exten31on of the_

‘patent statute to unforseen areas the Patent Appeals

Court stated that whether the mlcroorganlsm is allve 1s'

a dlstlnctlon w1thout 1egal srgnlflcance.. Although the

Hdec1slon was by a maJorlty of four to one ‘all of the

Judges of the Patent Appeals Court Were unanlmous in holdlng

'Cthat 1t 1s not necessary that Congress shall have foreseen

a new fleld of technology to brlng lt w1th1n the statutory

'classes of :anentlon.7

Thms second dec1slon by the Patent Appeals Court

(1nc1ud1ng the majorlty, concurrlng and dlssentlng oplnlons)

ligg-



is about 136 prlnted pages and about 40 pages 1n the

: SUnlted States Patent Quarterly and is thus the longest _
*ﬁoplnlon ever rendered_to date by the Patent Appeals Court.
A lengthy part of the oplnlon is dlrected to the purpose
‘of patents, the ba51s of the patent system in the Unlted

' States Constltutlon and a carefully worded analys1s of tne::e;
:the Unlted States Patent Law It was clear that the . h i
-.Patent Appeals Court expected the Unlted States Supreme_
Court to rev1ew the decrslon otherWLSe there would have
' been no need for thls part of the oprnlon N _

- As expected the government asked the Unlted States

Supreme Court for a revlew The pr1nc1pa1 reason urged

by the government for requestlng the rev1ew is the statement

of the Supreme Court 1n the computer technology case that
the Court must proceed cautlously when asked to extend

9 In a

rlghts 1nto areas wholly unforeseen by Congress

June 1980 dec131on by the barest maJorlty of flve to four,
‘the Unlted States Supreme Court reJected both of the

42”government 8 arguments 10" Regardlng the government s flrst

argument of the enactment of the Plant Acts the Court o

”stated that the relevant dlstlnctlon was not between 11v1ng

S. Patents on Mlcroorganlsms, Gershman and Scofetta
21 . IDEA: ~The Journal of Law and Techhology, No. 1' (1980)
pp. 21-22.

9. Parker v. Flook, 437 U.S. 584 596 198 U.s. P Q 193
200 (Sup. Ct. 1978).

10. 206 U,8.P.Q. 193 (U.S. Sup. Ct. 1980)
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and inanimate“things but between products of nature,'l:
whether “living or not, and humen made inventions, In.the
Chakrabarty application the microorganism is the result
of:human”inéenuitfLandrresearch ”CHence, the Plant Acts

do ot support the government g p031t10n Regardlng the

ﬁ government s second argument of the unforeseeablllty of
genetlc technology, the Court observed that a rule that
unantlclpated 1nventlons are w1thout protectlon would

" conflict with the core concept of the patent law that

ant1c1patlon undermlnes patentablllty
Thls dec1smon by the United States Supreme Court ig

believed to be the flrst time the Court has afflrmed a'ﬁ

questlon of statutory constructlon ‘and agreed with its
determination that the Patent Office was wrong in refu51ng
to grant a patent It is also belleved that thls declslon
by the Unlted States Supreme Court is the flrst tlme since
n:1966 that the Court has favored the patentee n ‘ )
The dec151on by ‘the Unlted States Supreme Court has
“been’ crltlclzed as forshadOW1ng the doom of human berngs RE
In this connection it should be emphasrzed that the subject

matter of the Chakrabarty lnventlon is not recomblnant DNA

'_ii European Intellectual Property Rev1ew ; page D 202
July,_1980 : o Tl T

12. Brref Amicus curiae by the Peoples Bu51ness Comm1531on,
Washington, D.C., before the U.s. Supreme Court
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the mlcrobrology of manklnd 3 There 15, of course, a_
be11ef that the Chakrabarty dec151on would be the g e
ﬁfnecessary 1egal precedent to a judlclal frndlng that 2

| recombrnant DNA technology is permrssrble subject matter

. for patents ‘ Thls, however 1s a decrslon for the not .
too dlstant future Applrcatlons are already pendlng and
already in the course of examlnation whlch are speclflcally

14

dlrected to recomblnant DNA technology i The¢?§t§Qtﬁ._

15 that 1t Will nowW Tesume

Offrce announced ln August 1980
the examlnatlon of patent appllcatlons clalmlng a mlcro-

: organlsm The ennouncement lndlcated that assumlng the

) product 1nv01ved was the result of human 1ntervent10n and
_not a product of nature a clalm to the mlcroorganlsm w111
not be reJected as unpatentable subgect_matter Slmply

? because the clalm is not w1th1n the perm1551ble classes_
t?of 1nventlon“‘ However,,unlrke Japan the U S Patent
.-Offlce has no restrlctlon on the type of mlcroorganlsm:“;
Lwhlch may be clalmed in a patent appllcatlon 16 The Patent
0ff1ce can be expected to deny patentablllty of such

ﬂa:appllcatlons on other grounds for example .novelty,ut111ty,

"13' Brlef for Respondent Chakrab rty before the U. S
/“Supreme’ Court:), p. 25, '

14. A patent application filed by Dr. Stanley Cohen, Stanford
University, and Dr. Herbert Boyer, University of California,
San- Francisco, is awdaiting action by the Patent"and 'Trade-
mark Office. The patent application is dlrected to:the"

most basic technlques of recomblnant DNA or gene epllclng

“+ The New York Tlmes June 17 1980 ”'f.. : :

15. 997 0.G. 24 (Auuust 26 1980)

16. Japan Patents & Trademarks No 25 PP. 1 2 The Suzuye
Institute of the 1I.I.P.R. (1980). .
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or non-obviousness,: in: order to: have the ‘scope of the'
Chakrahartyadecisionenarrowedyﬁf

- The. progress’ of: the: Chakrabarty case through the courts
did not:go unnoticed by the public: or-the: patenit: profession:

When: the: decision: by theﬂPatentrAppeals?Court"wasfaﬁﬁbﬁﬁcédf

TrseveralTyedars ags)” ther New YorkTimas™ reported Eha
significance.ofathe;decisidn,in;greatﬁdetallpﬁTSeVeral“T”‘7
patent law! associations; universities and companies”con- s

ducting: genetic. research’ and engineering; public interest’- -

groups; industrial and-scientific associations’and’ societies
each filed briéfsias-friends:of the court while the' case 1"
;Was;pendingibeforehfhe Patents Appeals:Court aﬁdflhterv‘

the U.S;NSupreme;Court;}zs=In generaly;sall-except-the

public’interest groupsiurged that patents bé permitted’for

genetic engineered:products: »:The'dontrovériidl -nature of *°

genetic iengineering-and:legitimate coricérns:over -safety 7
have.probably complicated the.rational ‘résolution of this @'
issue. . When:the Supreme Court-decided:the :Chakrabarty cdses

the: decision:was réporteéd on ‘thée front'page of-the major: /-

newspapers ‘throughout :the sUnited States: T8 i i

17. .Before the C:C.P:A!:the amici: were University of =%
California, A.P.L.A., and Genentech, Inc., South San

Francisco, Calif. Before the U.S. Supreme Court, the

amici were The Peoples Business Commission, Washington, D.C.,
N.Y.P.LuA.y: ‘Pharmaceutical: ManufacturersiAssociation; -American
Society of iBiclogical :Chemists, :The Association of Amerlcan
Medical Colleges, American:Council on ‘Educdtion,  American’

Soc1ety for Mlcroblology and the am1c1 WhO appeared 1n the C c.p

efls See, for- example he: New ork Tlmes, June 18 1980

i
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If one were to look carefully,..it:is :somewhat: sur- = "
prising to find the Patent Office wishing:to reject:the: +/'"
patent applications:which claim microorganisms,-alive or
dead,. as being nonstatutory. After all the Patent Office: -
has granted patents.in the past on such microorganisms’ and

even maintains. specific.patent:sub-classes for searching; .= e
examination.and classification of prior. art patents;;g Drmi
Cne rationale.ﬁo:;séaking=the apparent . reversal:of -a long-

standing practice of.granting patents.on:.living things can -

be . suggested by-the.Patent Office.consideration of:patent ::
applications elaiming. .computer-program: technoelogy. . In:
the past decade the.Patent-O0ffice~has been totally successful

at the Supreme Court:and often successful -at:the Court °

of..Custom:and: Patent .Appeals..in preventing the patentingta'
of computer. .pregrams. - .This.success has beén -based:on the: '« o
same argument,used_in~the_geneticaengineering casey-that: -
is, the subject matter .is.not within-the permissible:classes

Qf_inventiona%Q.

‘Tt -should ‘be‘noted, h0wever,'thatvin the
Chakrabarty .case the-Patent Office allowed :the combination
claim of the bactefia,andwa carrier while:rejeétingftheu““ o
bacteria per se. In the computer techmnology cases the

Supreme Cou:t_has-heldathat the combination.claim ofmtha_

-;19 Class 424 "comp051tlons contalnlng mlcroorganlsms
21ther allve, dead or. attenuated" ssubclass .91, class 424
whole llve mlcroorganlsms or.virus. contalnlng

20. See. for example Gottschalk V. Benson, 409 U.S. 63 175
U.S.P.Q. 673 (Sup. Ct. - I972) “and ‘case thereafter <¢iting Benson.
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'computer program and an obvrous mechanlcal feature d1d not

transform the claim from belng non—statutory lnto a clalm

21

/whrch is perm1351b1e subJect matter 1f thzs same

reasoning were applled in the Chakrabarty case the Patent

:l Offrce should not have allowed the comblnatlon clalm to R

the bacterla and a carrler formlng an lnoculum

: Desplte the Patent Offlce 3 apparent successeshln
computer technology, appllcants have not been dlscouraged
and hundreds of appllcatlons have been flled and appllcants.
:contlnue to seek a revrew of Patent Offlce dec1srons‘u"
reJectlng many of these appllcatlons 22 |

If one were to ask what is the future lmpllcatlon‘w

‘oftneChakrabarty dec151on and the 1mpact of genetlc 7
englneerlng, the answer now can only be that we are on -
the threshold of many dlscoverles and many questrons It
is reasonable to expect that a vast number of plasmld '
hydrocarbon deéradatlve enzymatlc reactlon sequences remaln
undiscovered Therefore still more new end useful srngle.
cell organlsms can be prepared whlch are able to degrade

.even more of the large number of hydrocarbons in crude 011

and prov1de a consrderable 1mprovement in the synthe51s of

“2l; Parker V. Flook, supra note 9

V22, See for examp 1e among others Dlamond v. Bradley,
600 ¥.2d 807, 202 U S.P.Q. 480 (C.C.P A, I979) and
Diamond v. Dlehr, 602 F.2d 982, 203 U.5.P.Q. 44 (C C.P.A.
I579) to be considered by ‘the U.S. Supreéme Courtin the
October 1980 term.
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protelns from carbon contalnlng substrates _ There lS, of
chourse no reason to expect that the only plasmlds are
:those that spec1fy degradatlve reactlons for hydrocarbons
Concelvably plasmlds may be dlscovered that w1ll provmde
*requlslte enzyme serles for the degradatlon of env1ronmental

pollutants such as 1nsect1c1des, pestc1des plastlcs and

other 1nert compounds.23l The GeneralnElectrlc patent

:appllcatlons are lndeed qulte modest 1n asses31ng the_Tu
_iimpact of genetlc englneerlng The General Electrlcl_h
‘:patent appllcatlons do not 1nvolve the use of recomblnant
DNA technlques ) Nevertheless genetlc englneerlng has )
profound 1mp11catlons 1n many flelds of technology,
'partlcularly 1n the blologlcal chemlcal pharmaceutlcal
med1ca1 and agrlcultural areas. 24~f’ “ _
: Now that the Supreme Court has approved patentlng‘w
hof some klnds of altered mlcroorganlsms should the law‘
be modlfled to preclude exclu51v1ty or monopoly over a
Lﬁ"mlcroorganrsmV How Wlll the patent law affect publlc:j:
ﬁdresearch and knowledge and should the 1aw be modlfled to

_.address the concepts of trade secret 1nformatlon concernlng

. mlcroorganlsms7 To what extent does patentlng actually

23. Battelle Laboratory, Columbus, Ohio, using genetic
engineering techniques, have developed bacteria that 1ngest
the compound 2,4-D, a: defollant and -then ‘becomes .an
innocuous product that may be converted into salable
items,wsuch-asyfertilizers; ~The: :New York- Times, July 22,1980
. C2 ; mm?Lw;w._rt_ e e

24 Gershman upra noteﬂggat127;2&»




foster genetic research and should genetic engineering .
”research be fostered by the patent law? Is there any

" area’ of genetlc research whlch should have secrecy prov1slons

ffcomparable to those in nuclear research whlch block the

_'publlcatlon of certaln patents? These are dlfflcult

wWEr i the” comlﬂg“§65%§1

CAt General Electrlc We believe ‘that ‘paténts are’
: llmportant and that ‘a- strong patent system ‘ise essentlal to
.‘ .':'malnta:l.n:l.ng technologlcal strength and leadership and to S
help ‘méet economic competltlon throughout the world
G -Regardless of whether patents are permrtted for micro- . .
L organlsms, 1nternat10nal research w1ll contlnue im the-

““lifast mov1ng field of molecular blology If patent coverage

'4iwere unavallable to thlS technology, 1nventors will’ malntaln ,Lj
A”ethelr 1nnovat10ns as trade ‘secrets rather.than drsclose i
hthem,:a development we - v1ew as, unde51rable . Belng able to-
a‘patent ‘the results of thlS type of work w111 lead: to greaterr
© exchange of 1deas fewer trade secrets and more rapld :
_wapplrcatlon for .the. good of people General Electrlc bellevesif

w;;'that the opportunlty to obtaln patents w1ll prov1de an

1ncent1ve and encouragement for an- extremely 1mportant world-»rf
" wide. research effort to prov1de better understandlng of
fundamental blologlcal processes that promise s1gn1f1cant

-1mprovement to the human condltlon. l:

f:f25 See Patent frademark and Copyrlght JOurnal (BNA),_No
486, July 3, 1980 p A-l9 and No. 490, August 8, 1980,
pp A 8. to 10 g

—-95.

B, S



Full Text of Oplnlon

" Y. 79 135

S:dnev A Dmmond Commmsmner
of Patents and ;Trademarks,
Petitioner,

v
Ananda M, Chakrabarty ef al.

* the United States Court
- Appeals, <

20U June 16, 1980]

Mz, CHier Justice Brreer delivered the opinion..of the
Court.

We granted certiorari-to determine whether a live, human-:

made micro-organism is patentable subject matter under 35
U.8 C. §101
o

In 1972, respondent Chekrabarty, a microbiologist, filed &
patent application, assigned to the General Eléctric Company.
The application asserted 36 claims related to Chakrabarty's
invention of “a bacterium from the penus’ Pseudomonas cons
taining therein at least two stable energy-generatmg plasmids,

degradative pathw a) "' This human-made, genetically engi-
neered bacterium is ¢apable of breaking down multiple. gom-
ponents of-eride 0il. " Becatse of this property, which is pos-

sessed 'by no mnaturally .occurring bacteria, Chskrabarty's. ..
invention'is bélieved to have significant valué for the ‘treat-

ment of oil spills? . o ) o
Chakrabarty's patent ’claims -were ~of three’ types:
process claims for the method of producing the bacteria;

second, claims for an inoculum comprised:of a carrier material ~

floating on water, such as straw, and the new bacteria; and

allowed the claims falling into the first two eategories, but
rejected claims for the bacteria.
grounds: (1) that miero-organisis are “products of nature,”

and (2) that as living thmgs they are not patentable subject . -

matter under 33 ¥, 8. C. § 101,

Chakrabarty appealed the rejection of these ,?1?@51}13 to the S
Patent Office Board-of Appeals. and the Board affirmed the

Examiner on the second ground.* Relying on the legislative
history . of :the. 1930 Plant . Patent - Act;

gress extended patent protection to certain asexually repro-

duced plants, the -Board concluded- that. § 101 was not ' in-

1 Plasmids are hereditary units physically separate from the chromo- |
In prior research, Chakrabarty and an associste.dis- -

semes of the cell.
covered that plasmids control the oil degradation abilities of certain bae-
teria. In particular, the two researchers discovered plasmids capable of
degrading camphor and octane, 1we components of erede oil.  In the work
represented by the patent application at issue here, Chakraberty discov-
ered o protess b} which four different plasmids,
different oil mmpnnmts, ‘could be tiatislerred 1o- ind mamtamed stably in
s single Pseudomonas bacteria, which itself has no capacity for degrading
ail.

.2.At.present, biological .conirel- of-oil spills requires- the-use-of - mixture -

of nataraily aceurring burleria, each capmble of degtading one component
of the oil complex. In thiz way, ofl is decomposed inlo simpler substanees
which ¢ap serve a= food for aguatic life. However, for various reasons,
only a pertion of any such mixed culture survives 10 attack the oil epill.
By bresking down muitiple components of oil, Chakmbarty's micro-
elgxnism promises more efficlest and rapid oil-2pill control.

*The Board concluded that the new bucteria were not “products of
nature,” because Pscudomoras bacteria containing two or more different

___energy-generating plasmids are not naturally oecurring.

.|On Writ of Certiorari to .. -eance™ for ‘purposes of the patent law.’

of Customs and Patent

ii Bieron Corp., 416 U, 8. 470. 480481 (1074);

first,

His decision rested-on.two o

vin ‘which Con- "'

- organism constitutes & “manufacture” or
ter” within the meaning of the statute’

. mntemporary, comnon megning.”
capeble.of degrading four -

tended to co\fer"livirllg thi'n'gs= such as these.Iab.ératory created

nucm-organ ISHIS

The Court’of Clistoms and Patent Appea]s. by a divided
vote, reversed on the authotity of its prior decision in /n re

"':;.' Bergy; 563 F.,'2d- 1031 (1978), which held that “the fact that

micro-organisms . . . are alive , , . [is] without Jegal signifi-
"'Subsequently, we

granted the Government’s petition for certiorari in Bergy,

- -yacated the. judgment, and remanded the case “for further
“consideration in light of Parker v, Filook, 437 U. 8. 534."
438 U. 8..002 (1978)..
“Appesls then vacated its judgment in Chakrabarty and con-

The Court of .Customs and Patent

solidated the case with Bergy for reconsideration. After

‘re-examining both eases in the light of our holding in Flook,

that court, with one dissent, reafﬁrmed :t.s earher judgments.

., = Fi 24— (1979).-

“'The Government again sought ecertiorari, and we granted

... .the writ ag to both.Bergy and Chakreborty, — U. 8, ——
T (1979).
‘ U §. — (1980), leaving only Chakrabarty for decision,

‘Since then, Bergy has been dismissed as moot, —

11
+ . The Constitutiongrants Congress broad ‘power to legislate
o “promote the Progress of Science and the useful Arts, by

each of said p]asrmds providing ® & -separate’ hydrocarbon - securing jur. limited times to authors and inventors the exc!u-

sive right to Lhﬂr respectne writings and discoveries” Art. I,

. §8. The patent Iaws promote this progress by offering inven-
“tors exclugive tights foi 4 Tinjted period 28 an incentive for

their inventiveness and research efforts. Kewanee Oil Co, v.
Universal Oif

Co.v. Globe Co., 322 U. 8. 471, 484 (1944). The authority of

.« Congress is exercised in the hope that*/[t]he prodictive effort

thereby fostered will have a positive effect on society through

.. the introduction of new.products and processes of manufacture
into the economy, and the emanations by way of increased
. employment and better lnes for our c:tlzens

third, elaims to.the bacteria themselves.. The patent.examiner - ™ 5, ora; 4t 480,

Kewonee,

The question before us in this case is 2 narrow one of statu-

- tory 'interprétation requiring us to construe 35 U.'S, C. § 101,

which provides:

“Whoaver invents or discovers any new and ‘useful proc-
ess, machine, manufacture, or composition of matter, or
eny new and useful improvement thereof, may obtain &
patent therefor, subject to the condat.wns and require-
-ments, of this title,”. s

Specifically, we must determine “hether respondent’s micro~
“composition of mat~

T

Tn cases of statutory construction we begin, of course, with

' the language of the statute. Southeastern Community College

v. Davis, 442 U, 8. 307, 405 (1979). And “unless otherwise
defined, words will be int.erprebed as {aking their ordinary,
Perrin v, United States,
We have also cautioned that courts
should mot resd into the patent laws limitations and con-
ditions which the legislature’ has.not’ expressed” United

--States v. Dubilier Condenser Corp:,-289-U,8:-178,-199-(1933)

* Bergy involved a patent epplication for a pure culture of the micro-
orgenism Streptomyces veilosus found 1o be usefu) in the production of
Tincomyrin, an antibioti.

® This case dees not involve the other “conditions and requirements™ of
the patent laws, such as novelty and nohobvicusness. 35 U, 8. C. §§102,

.. 108..
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- Guided by these canons of con(-struction, this Court has read

. the term “"manufacture” in § 101 in accordance with its die-

tionary definition to mean “the production of articles for use
frem raw materials prepared by giving to these materials

. mew forms, qualities, properties, or. combinations whether by

hand labor or by machinery.” . Admerican Fruit Growers, Ine.

%, Brogdex Co., 283 U, 8. 1,11 (1931). . Similarly, “ecomposi-

tion of matter” has been construed donsistent with its common

‘usage to include “all comipositions of two or more.substances
-and . ..l compos;te articles; whether t.hey be-the results-of .-

’ chemms.l union, or of

I'mi ~or whether they be
gases, fluids, powders, or solids.”” Shell Dev Co.'v. Watson,
149 F. Supp. 279, 280 (DO 1957) (citing 1 A, Deller, Walker

. on Patents § 14, p. 55 (1st ed.'1937) ). - 1n ‘choosing such expan-

give terms as “manufacture” and “composition of matter,”
modified by the comprehensive “any,” Congress plainly con-
templated that the patent laws would be given wide seope.

. The: relevant. legislative history also supports a broad: con-

-struction. .. The - Patent Act of 1793, authored by Thomas

Jefferson, defined- statutory: subject matter- as'“any’ new and

- useful: art, ‘machine, manufacture, or. composition of matter,
.. ‘or any new or useful improvement {thereof].” : Act of Feb. 21,

1793, ch. 11, § 1, 1 Stat, 318. The: Act embodied Jefferson’s
philosophy that “ingenuity should receive a liberal encouvrage-

._ ‘ment.”. V .Writings :of Thomas Jefferson, at 75-76.. See

Graham v, John Deere Co,, 383 U. 8. 1, 7-10 (1866). Sub-
sequent patent statutes in 1836, 1870, and 1874 employed this
same broad language. In 1952. .when the patent laws were
recodified, Congress replaced the word "art” with “process,”

-'but otherwise left Jefferson’s language. intact. The Com-
.. mittee Reports aceompanying the 1952 act inform us that
.- Congress- intended statutory subject matter to. “include-any-

thing under the sun that is made by man.” 3. Rep. No, 1979,
82d Cong., 2d Sess., 5 (1952); H: R. Rep. No, 1923, 82d Cong,

- 2d Sess.; 6 (1952).

. Thig is not to suggest t.hat. §101 has no llmlts or that it

. embraces every discovery.  The laws of nature, physical
- phenomena, and abstraet ideas have been held not patentable.
. See Parker v. Flook, 437 U. 8. 584 (1978); Gottschalk v, Ben~

aon, 409 1'. 5. 63, 67 (1973); Funk Seed Co. v. Kalo Co., 333

UL 8. 127, 130 (1048) ;.0 Redly v. Morse, 15 How, 61, 112-121

(1833); Le Roy v. Tatham, 14 How. 1533, 175 (1852), Thus,

- a.new mineral discovered in the earth or a new plant found in

the wild is not patentable subject matter, Likewise, Einstein
could not patent his celebrated law .- that E=mc*; nor could
Newtol have patented the law of gravity, Such discoveries

re “manifestations of , . . nature. free to all men and reserved
exclusively to none.” Funk, supra, at 130, -

Judged ‘in this light, respondent’s micro-organism plainly
qualifies as patentable subject matter. His claim is not-to s
hitherto unknown natural phenomenon, but to a'nonnaturally
oceurring manufacture or eompaosition of matter—a produet of

_human ingenuity “having a distinctive name, character {and]

use.” Hartranft v. Wiegmann, 121 U, 8. 609, 615 (1887).
The pomt is underscored dramatically by eomparison of the
invention here with that in Funk "There, the patenbee had
discovered thet there existed in nature certain speciés of root-
nodule bacteria which did not exert a mutually inhibitive

_ effect on each other. He used that discovery fo ‘produce a

mixed culture capable of moculnt.mg the seeds of leguminous

¢ Thig satne language was emploved by P. J. Federico, a principal drafts-
man of the 1952 recodification, in his testimony regarding that legislation:
““[Ulnder section 10T = person may have invented a machine or manufac-
ture, which may include anything under the sun that is made by man. ...
Hearings on H. R. 3760 before Subcominittee No. 3 of the House Com-
mittee on the Judiciary, 82d Cong., 1ot Sese., 37 (19851)..

plants.:. Coneluding that the patentee-had discovered “only
~gome of the handiwork of nature,” the Court ruled the prod-

* uet nonpatentable:

“Each of the species of root-nodule Bacteria contained in -
the package infects the same group of legummous plants
which it always infected. No species acquires's different
use. The comhination of the six species produces no new
bacteria, no change in the si% bacteria, and no enlarge-
ment of the range of their utility. Fach species has the

..sarme efféct it. alWays had. . The.bacteria-perform i the;r

 natora] way,” Their use in combination does not i improve
in any way their natural funetioning. They serve the
‘same’ ends nature originally pmv:decl and aet quite inde-
pendenﬂy‘of any eﬂ'orf, bv the” patenteu * - 333 U 8.,
et 127,

- Here, by contrast; the ‘patentec has produéed a new bacterium
“ With markedly ‘different characteristics froth’ any- found 'in
“nature and one having tlis Jiotential for sighificant itility.

-His discovery is not-nature’s handiwork. but his awn; a.ccord-
mg!y it 15 patentab!(- subject’ matter umlLr 01 -

Tno contrary arguments are adw anced, nelther of. nhlch we

: ﬁnd persuaswe.

- (A)

“The Government'sz first arguinent’ rests on the enactment

" of the 1930 Plant Patent Act, which afforded patent protee-
" tion to certain asexually réproduced plants, and the 1970 Plant

Variety Protection Act, which authorized patents for certain
sexually réproduced plants but excluded bacteria from ‘its
protection.” Tn the Government’s view, the passagé of these
Acts evidences eongressional understanc[ing ‘that - the terms
“manufacture™ or *composition of matter” -do notinclude

living things; if they did. the Goternment argues neither Act

would have been necessary.
" We reject this argument. “ Prior 6 1930, two factors were
thdught to remdve plants frém patent protection. The first

- wis the belief that plants, even’ those artificially bred, were
" produets of nature for purposes of the patent law. : This posi-

tion appears to have derived from the decision of the Patent
Office in Ex parte Lotimer, 1889 C. D, 123, in which a patent

_claim for fiber found in the needle of the Pinus’ australis was

rejected. The Comituissioner reasoried ‘that a contrary result
would permit “patents [1o] be cbtained upon the trees of the

. forests and the plants of the earth, which of course would be

unreasonable and mpossxble Id., at 126. The Latimer
case, it seems, came to “set[] forth the’ general ‘stand taken

* in these matters’™ that plants were natural products not sub-
“ject to-patent protection: -H, Thorne, Relatinn.of Patent
"Law to Natural Products, 6 J. Pat. Off. Soc. 23, 24 (1923).°

" The second obstacle to patent protection-for plants was the

- -fact, that plants were thought not amenable to the: “written -
-deseription” requ]rement. of the patent law. See 35T 8..C..

...T The, Plant 'Patenl Act uf !930 LY U g C §161. pro\‘ides in 'reie\'ant
| paR:
) :“Whmer invents ot discovers and asewilly feprodices sby distinet and
“gew variety of ‘plant; including enltivated sports; mutants, hybrids, and

newly found seedlings, other than a tuber propogated plant or a. plant
found in an uncultivated state, may abtain a patent therefor. . . "

. The Plant Variety Protection Act of 19-0 provides in relevant part®

“The breeder of any novel variety of te'\mll\ reproduced plant {otlier than

. fungi, baeteria, of first generation hybrids) who has so reptoduced the -
" weriety, ot his guceessor in interest, shall be entitled to plant variety
. protection therefor. . . .* 7 U. 8. C. §2402 (a)

See generally, 3 A. Deller, Walker on Patents, Chapter IX (24 ed. 1964) ;.
R. Allyn The First Plant Patents. (1934},

® Writing three vears after the passage of the 1930 Act, R, Cook, Bdnnr
of the Journal of Heredity, commented: “It iz a little hard for plant men
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--§ 112, Because new-plants may differ from old only in color
..or perfume, differentiation by written description was often
impossible. See Hearings on H. R. 11372 before the House
. Commitice on Patents, 71 Cong.. 2d Sess, 4 (1930}, p. 7
(memorandum of Patent Commissioner Robertson),

""" In enacting the Plant Patent Act, Congress addressed both
""" of these concerns.. Tt explained st length its belief that the
" work of the plant breeder “in aid of nature” was patentable

o “invention. S.Rep. No. 315, 71st Cong.. 2d Sess., 6-8 (1630} ;

M. R. Rep. No.1129. 71st Cong., 2d Sess., 7-9 (1930). And it
relazed the written deseription reqmrement in favor of "
" description . . . as complete as is reaconably possible.” 35
TTLs.C $162 No Committee or Member of Congress. how-
- ever, expressed the broader view, now urged by the Govern-
“'ment, that the terms * ‘manufacture” or “composition of mat-
. ter" exclude living things. The sole aupport. for that position
.:in_the legislative history .of the 1830-Act is found in_the
.eonclusory ;statement of Secretary of Agriculture Hyde, .in
.; & letter to the Chairten of the Houss and Senate commitiees
considering :the. 1930 Act. that “the patent laws . ., at the
present time are understood to cover only inventions or dis-
coveries in the field of inanimate nature.” See S. Rep. No.
. :815;.supra, at Appendix A; H. R. Rep. No. 1129, supre, at
Appendix A. Secretary Hyde's opinion, however, i not
entitled fo controlling weight. His views were solicited on the
.. administration of the new law and not on the seope of patent-
..; able sub)ect matter—an area beyond his competence. More-
.. over, there i§ language in the House and Senate Committee
. reports suggesting that {o the extent Congress considered the
.. mafter it found the Secretary’s dichotomy unpersuasive. The
.. reports observe:
“There is & - clear and logical d1=unctmn between the
-discovery of a new variety of plent and of certain inani-
.mate thipgs, such, for example, as' a new and useful
natural mineral. The mineral is created wholly by nature
~unassisted by, man. ... On the other hand. a plant dis-
.covery resulting from cultivation is unique, isolated, and
is not repeated by nature, nor can it be reproduced by
nature unaided by.man. . ..? 8. Rep. No. 315. supra, at
6; H. R. Rep. No, 1129, supra, at 7. (emphasis added).

i Congre=s thus recognized’ that the relevant distinction was

_‘not between living and inanimate things. but between ‘prod-

“uets of nature, w hether living or not, nnd human-made inven-
“tions. Here respundents miero-organism’ is the result of

““human ingenuity snd research. Hence, the passage of the
" Plant Patent Act affords the Government no support ’

Nor does the passage of- the 1970 Plant Variety Protection

. Act support. the Government’s position.  As the Government
- acknowledges, -sexually reproduced plants were not included
‘under the:1930 Act because new varieties could not be repre-
:duced true-to-type through seedlings. Brief for United States
27, n. 3L By 1970, however, it was generally recognized that
true-to-type reproduction was possible 2nd that plant patent

" protection was therefore appiopriate. The 1970 Act extended
- that protection, There is nothing in its language or history to
. guggest that it .was enacted because §101 chd not include
+living things.

ar, , we find nothmg *m the exclusion of bacteria

" from plant, variety protttion t6”sipiort the  Govéttiment's

o understand why [Article T §8] of the Constitution should not have

been earlier construed to include the promotion of the art of plant breed-
irg. The reason for this i probably fe bé found in-the principle that

" natural produets are not patentable.” - Florists Exchange nnd ‘Homcultum[
Trade World, July 15; 1933 at' 9.

eiary “must proceed cautiousty when . ., .
- patent rights mto areas v.ho].!y unforeseen by Congress Id,,
"at. 506, '

;--position. .See supra, at n,’7. The legislative histery gives no
-creason for this-exclusion. As the Court of Customs and
-~ Patent Appeals suggested, it may simply reflect congressional
- agreement with the result reached by that couri in deciding
c«In re Arzberger, 112 F, 2d 834 (1940), which held that bacteria
~were not plants for the purposes of the 1930 Act: Or it may

reflect the fact that prior to 1970 the Patent Office had issued

" patents for baeteria under § 101.* In any event, absent some

clear indication that Congress “focused on [the] issues , . .

“:-directly related to the one presently before the Court,” SEC v.
-Sloan, 436 17, 8. 103, 120-121 {1978}, there ia no basis for read-
-ing into its actions an intent'to modify the plain meaning of

- the words.found. in § 101. -See TV4 v, Hill, 437 U, §, 153,

- 189-193 (19{8) [mted‘ States v, Price, 361 l' S 304, 313

(1960) .

(B)

The Government's second argument is that micro-organisms

‘tannot gualify s petentnble subjeet matter until Congress
iexpressly anthorizes such protection. Its position rests on the
- faet. that- genetic technology was unforeseen when- Congress

enacted § 101, From -this it is-argued that resolution of the

" ‘patentability of inventions such as respondent’s should be
-:left to Congress. -~ The: legislative process,  the Government
= -grgues, is best equipped to weigh the competing economic,
~“gocial; -and -scientific considerations involved, and:to. deter-
* mine whether living organisms produced by genetic engineer-

‘ing should receive patent:protection. In support of this posi-
" tion, the Government relies on ‘our recent holding in Parker v.

‘Flook, 437 U. 8. 584 (1978), and the statement that the judi-
asked ‘to extend

Tt is, of course, correct that Congress, not'the courts, must
deﬁne the limits of patentability: but it is‘equally true that

" once Congress has spoken it is:“the province and duty of the
sjudicial departmient to say what the law is.” - Marbury v.
~‘Medison, 1 Cranch 137, 177:(1803). Congress has performed
-its constitutional rele in defining patentable subject matter in
-8 101; we perform ours in eonstrueing the language Congress
“"has employed. - In so doing, cur obligation is to‘take statutes
~as we find them; ghided: i ambiguity appears. by the legisla-
~-tive history and statutory purpose. Here, we perceive no am-
+:biguity. . The. subject .matter. provisions -of -the patent. law
‘have been cast in broad terms to fulfill the constitutional ang
.. statutory goal of promoting “the Progress of Science and the
: useful- Arts" with &l that means for the social and -economic

benefits envisioned by Jefferson. Broad general langusge. is
‘not, necessarily ambiguous when congressional oblecr.wes re-

- guire broad terms,

Nothmg in Flook is to the contrary That case apphed our

‘prior_precedents to determme that a cla]m for an improved
“method ‘of caledlatitn, even when tied io s specific end use,
s unpaﬁentab]e subgect matter under § 101" 437 U. 8., at

533, n, 18, The Court care:'ull} serutinized the claim at issue

Cto determme whether it was precluded-from patent protection
“linder “the- prmclples underlyihg the prohlbltlon ‘against pat—-
:'enta for “ideas’ or phenomena of ‘Hature.” - Iy at 598, We
- have done that, here

FlaaA did not arinounce s new prineiple

acted are unpatentable Per e,

2 In:1873, the Patent Office granted Louis Pacteur s patent on “yeast,

fiee from organic’'germs of- disease, as' annrticle of manufacture,” And

j_m' 1967 and 1968, immediately prior to the passage of the Flant Variety
Prutectmn Act, that office granted two paténts which, as the Government
--roncedes, state claims for fiving uucro-nrgamme See Rep]y Brsef of

United States, g3 and @ 2, -

“-g_jg.'_

ens not contemplated by Congress nhen




~the.patent .law..that .anticipation..undermines..patentability.

To read that coricept into Flook’ would frustrate the pur- *~ We have emphasized in ‘the recent past that “[o]ur individ~
-poses of the patent law. This Court frequently has cbserved sl appraxeal ‘of t.he wigdom or unwisdom of a particular [leg-

. that e statute is not to be confined to the “particular applica- mla.tlve] course . . . 18 to be put aside in the process of inter-
. tion([s] .. . contemplated by the legislators.” Berr v. United. ' preting a statute.” TVA v. Hill, 437 U, §, 153, 194 (1978).
. States, 324 U..S. 83,.90 (1945). Accord; Browder v, United “Our task, rather, is the narrow one of déternining what Con-

States, 312 U. 5. 335, 330 (1041); Puerto. Rico v. Shell Co, gress meant by the words it used in the statute; once that is.
302 U. 8. 253, 267 (1937). : This is'especially true in the field “done our powers are exhaustéd. Corigress is free to amend
of patent law. A rule that unanticipated inventions are “§101 80 as'to exclude from’ patent, protection organisms pro-
without protection would conflict with the core concept of duced by genetic engmeermg Compare 42 U, 8. C. §2181,

-3-exemptmg Arom. pateht- protection -inventions. Huseful- aolelym

- that the dangers are far too substantial to permit such research

‘passionately presented; they remind us that, af tithes, human

See Groham v. John Deere Co., 383 U.- 8. at 12-17. “Mr.  in the utilization of special nuclear matetial or atomic energy

- Justice Douglas reminded that the fuventions most benefiting  jn an atomic weapon.” Or it may choose to craft a statute

mankind are those that “push back the frontiers of chemistry, gpecifically designed for such living things. But, until-Con-
physics, and the like” ‘A. & P, Tea Co. v. Supermarkel . gresa takes such action, this Court must construe the language
€Corp., 340 U, 8, 147, 154 (1950) (comeurring opinion). "Con- . of § 101 ga it is.. -The language of that section fan'ly embraces :
gress employed broad general language in drafting §101 pre- respondent’s invention. .

eisely because such inventions are often unforeseeable.' -Accordingly, the Judgment of the Court of Customs and
‘To buttress its argument, the Government, w_ifh the support . Patent Appea]s is aﬁrmed
of amirus, points to grave risks that may be generated by re- .. . L [T Aﬁ‘irmed.

gearch ‘endeavors such a8 respondent’s. ‘The briefs present a
gruesome parade’'of horribles.  Scientists; &mong theni’ Nobel :
laureates, are quoted suggesting that genetic: research ‘may oy 3 L
pose & serious threat to the humen race. or, at the very least, My, JusTicy Brenwax, with whohi _MR. JUsTIée w HITE,
: MR Jiemick Mr\zthLL and \IH Justick: PoweLL join.

: d]tsenung

to proceed apace at this time. We-are told that genetic re- -
search and related technological  developments may spread I agree with the Court that the question before us isa nar—

--pollution and disease, that it may result in & loss of genetic " row one, Neither the futire of seientific research, nor oven -
" diversity, and that its practice may tend to-depreciate the  the ability of respoudent Chakrabarty to reap sowe monopoly

value of human life. ‘These argunients are’ forcefully; even profits from hiz jsioneering work, is st stake. Patents on the
processes by which he has produced and emploved the new
ingeiity seems mable to dontrol fully the forces it creates— . UYINE organism are not contested. The, only question we
that, with Hamlet, it is sometimes better “to bear those ills need de_c.ule is whether Congress. exercising its authority under
we have than fly to others that we kuow not of.” Art. 1. §8, of the Constitution, intended that hé be zble to
1t is argued that this Court should weigh these potential ~*t¢ure a monopoly on the living organism itself. no matter how
hazards in considering whether respondent's invention-is ~Droduced or how used. Berause 1 betieve the Court has mis-
patentable subject matter under § 101, -We disagree. The “read the applicable legislation. I dissent,
grant or denial of patents on micro-organisms is not likely to The patent laws attempt:to reconcile this Nation's deep-
put an end to genetic researehi or to'its attendant risks. The ¥ seated antipathy to monopolies with the need to encourage -

‘large amount of resesrch that has already occtirred when no - Progress. Deepsouth Packing Co:v. Laitram Corp., 406 T. §.

rescarcher had sure knowledge that.patent protection would "518. 330-531 (1972%; Gralam v, Johy Deere Co., 383 17, 8, 1.
be available suggests that legislative or judicial fiat ag to /—10 (1066), Given the complexity and Jegislative natire of
patentability will not deter the scientific mind from probing th“ delicite task, we must he careful to extend patent protec.

.into the unknown any more than Canute could command the Lol no further than Congress has provided. . In partieular.

tides:  Whether respondent’s claims are patentable may deter- were there an absence of legislative direction. the eonrts shewld
‘mine whether reseatch efforts are accelerated by the hope of leave to Congress the decisions whether and how far'to extend
reward or slowed by want of incentives, but that iz all. -the patent privilege into areas where the comman understand.

What is more important is that we are without competence I8 has been'that patents are tiot available’, Cf. Dé'FPSOHf"!
to entertain these arguments—either.to brush them aside as "Packing Co, v. Laitram Curp., supra.

fantasies generated by fear of the unknown, or.to act on them. In this case, however. we o 1:0f confront a comrﬂetf' 1931‘13-
The choice we are urged to make is o matter of high policy for dive vaenum; - The sweeping language of the Patent Aet of
resolution within the legiglative process after the kind of inves. 1793, as re-enacted in 1952, is not the last pronouncement Con-

tigation, examination, and study that legislative bodies can  &fess has made in this area. In 1§30 Congress enacted the
provide and courts cannot. That process involves the balane- Plant Patent Act affording patent protection to developers of
ing of competing values and interests. which in our democratic ’

systern is the business of elected representatives. Whatever —

their validity, the contentions now pressed on vs should be sponsored genetic research which established conditions under which such
addressed fo the political branches of the government, the reseurch could be performed. 41 Fed. Reg. 27502. In 1678 those guide-
Congress and the Executive, and not o the courts™ fines were revised and refaxed. 43 Fed. Reg. 60080, 60103, 60134. And

commitiees of the Congress have held extensive hearings on these mattets,

10 Even an abbreviated list of patented inventions underseores the point: See, e. g, Hearings on genetic engineering befnre_the' Subcommittee: on
telegraph (Morse, No. 1647); telephane {Belt, No. 174,465} : electric lamp Health of the Senate Co_mmmee on Laber and Pul?lm W elfare.. 94th Cong.,
(Edison, No. 223,808); airplane (the Wrights; No. 821393); transistor 1st Sess. (1975); Hearings before the ‘Bu'bcommmee on Seience, Tech-
(Bardeen & Brattain, No. 2,524,035} ; meutronic reactor (Fermi & Szilerd, nology, nnd_Space of the Senate Committee on Cor_amerce, Science, and
Mo, 2,708,856); faser (Schawlow & Townes, No. 2920922), See generally ~ 1rensboMation, 95th Cong.,"ls! Sess. (1975); Hearings before the Sub-
Revolutionary Ideas, Patents & Progress in America, Office of Patenis eommittee on Heatlh and the Environment of the House Committee on

(1976). i Interstate and Foreign Commerce, 95th Cong., lst Sess. (1977},

12 e ure not to be understood as suggesting that the political branches
have been laggard in the consideration of the problems related to genetie 1 reud the Court to adinit that the popular vonception, sven among
reseurch and technology. They have alrerdy taken action. In 1976, for advocates of ngriculturai patents, was that living organiems were unpateni.

example, the National Institutes of Health released guidelines for NIH- able. See anbe, at 7-8, and n. §.
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certain  asexually reproduced plants.  In 1970 Congress
“enacted the Plait Variety Protection Act 1o cxtend protection
“to certain new plant varieties capab]o of qoxual reproduction,
Thus we gré 110t dea]mg—as the Court would have it—with
the routine problem of “unanticipated inventions.” Ante, at
12, In"these two’ Aets Congress has addressed the geueral
“'problem of patenting animate inventions and _has chosen
“earefully limited Iangu‘igp gmnt:n protectmn to spme k1ud=

“ of discoveries, but specifically excluding others.. Thess Acts
stroug]y vldenee a cungresewnaj Iumtatmn that excludes bag-
ter]a fmm patentabllltv’ :

First: the Acts evidence (‘ongn=~s. underctandmg -at least
.sinee 1930, that § 101¢does -not include living organisms..«If
. newly developed living organisins wot, naturally oceurring had
- been patentable under §101. the plaits:iicluded in the scope
of the 1930 and 1970 Acts could have:been patented without
i new legislation. . “Those :plants; like the bacteria involved in
this case, were new varieties not:naturaliy:oceurring® ' Al-
‘though the Court. ante, al 7, rejects this line of argument, it
does not explain why the Acts were neecessary unless to correct
a pre-existing situation.® T cannet-share the Court’s implieit
aesumptlon that (‘ongro“ was engaged in either, idle exercises
“or mere correction of the publie record when it enacted .the
1030 and 1970 Acts. And Congress eertainly thought it was
doing something signifiecant. The committee reports contain
’ Pxpanswe prose ahuut the previousty unavailable benefits to

2 But even if I agreed with the Conrt that the 1930°and l‘l.U Acts \\pre
gt disposttive. T would dissenr: - Thir case presents even more cogent rea-
csons than ‘Deepsouth Packieg Co. not to exiend the patent moropoly in
_the fuce of nueertaingy. At the very least, these Aets 2 s+ of legizla-
“tive attention ra the problems of patenting living organt , bt they give
na’ allinhative indication of vongressionul intent that;bacteria be patentable
The ravent ur}"an‘.er T, H:m.( 437 g, 55—1,4 St (19781, an ndmonition
to “proceed catstionsly when wé are swked 1o exiend patent rights inte areas
awholly- wnforeseens by - Congrens:" -therefure bécomes pertinent; T should
-think the nevessity for-cxution is Mt nach jerearer when we are asked 1o
extend. et tights mte aress: Congress has - foreseen: and - conssdered hut
. has nat resghved. L - e s :
3 The Coint tofets 1o the tngie 'employed by Congre
“perpetuate (e “rlivhotomy™ sugrestwl by Seerva
Bus- by this fogic 1he haelern at iswue here areé nguishable frnm i
smierad . L. ereated wholiy by nature” i exacly thé same Wiy as were
Ahe new vacienes of plans, 1 3 new aet wax needed o provide patent
pmte:!:on Tor the phant=, 3t wag pqually neeessary for:baeteria. Yet Con-
“grass provided for patents an plants Int not on these bacteria. In short,
“Congress’ devidrd 1o make unty a “suhset of -mmnle “human-made inven-
tions." ibid.. patentable. ' '
SIf rhe 1030 Aets only purpose were to solve the technieal problem of
<deseription referred to hy the Court, aufe ar 8, most of:the Aet, and in

in ehons’mg net io
"Hytle. "Ante, at B

.be derived from extending patent. protection to plants* H. R.
- Rep.. No. 81-1605, 91st: Cong., 2d Sess., 1.3 .€1070); 8. Rep.
- No. 315, 71st-Cong.; 2d Sess.; 1-3 {1930).
-.thought - it -had to legislate in order to make. agricultural
» “human-made inventions™ patentable and because the legisla-
. tion Coongress enacted is limited, it follows that Congress never
< meant to make: patentable 1tems outszde the ‘scope of the
. -legislation,

Becanse Congress

Second, the 1970 Act l:[earhr mdlcales r.}mt Cnngre=5 has

-.inclided -bacteria within the focus of its legislative concern,
- but not within the scope of patent protection,
., cificalty- excluded bacteria from.the coverage of the 1970 Act,
S T 80 § 2402 fa)
1-planations. for this explicit exclusion ring hollow.
..that there is.no mention.in the legislative:history of the exelu-
..sion, but that does:not: give us license to-invent reasons,. The

Congress spe-

The Court’s: atterpts to: supply ex-
It lis true

foet is that Congress. asswining-that animate. objects ‘as to

. which it;had not specifically legiclated.epuld:not.be patented,

excluded bacteria: from the.set.of patentable: orgamsms,. -

. ..The.Court: protests ‘that. its holding. today :is ‘dictated -by
: the -broad. language of. §101, which “cannot.be.confined to the
- fparticular. application[s] .
“tors." " - Ante, at. 12, quoting Barr v. United States, 324 U. 8.
83.90.{1945). ..

. .contemplated by the legisla-

But as T have shown. the Court’s decision does
not - follow: - the -unavoidable plications of . the. statute.

- Rather. it extends the. patent system te cover.living material
.even though Congress plainly has legislated in the belief that
..§.101 does not_enconpass

living organisms,; It is the role; of
.Congress. .mot this Court. to broaden or narrow the reach of
the patent Jaws, This is especially true where, as here, the

_ composition sought to be putentec! vniguely. unphcatec matters
of public concern, . .

particular: it limitation to: 1~|*\U||i\ r(’prudﬂt‘erl pla
-[}\ unnﬂmv.ln' :

i llll[‘.' on the 1--ump

s patentable. ” Fhe
v ' Committer Ropcrl on 1he 190 “Avt stares ihe Comittee's
ng thiit Tarent 1\ruter:llon (‘\(end('d ne !'lmher l]nn the explivit
i 1hp<e Acts, .

gnnmn_’_ur
tz. which

“Sithiterly, I{.P[:)i't‘:‘l,’h-(ﬂl.l\'t‘ Poage, spe;lkiu{_; jor the lQTﬂ"Al-(."al’zer nating

<Al protectiin aciorded asenmlly dev elaned plant, stated thar “forplants

produred from: seed, z!:ere has heen no-sch ]mﬂm‘hm
40293 (lQrO! T

132 -Cong: Rec.
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GOETRY v rginpai. G sSfIM.M.ARY

The existing Japanese Patent Law is the so-called
1959 Law, and this has been partially amended several
timegs igince "its ‘enactment.

LoiweoThe “Amendment ‘effected in 1970 involves important
changes which have drastically changed some principles
of the patent system. For example, this Amendment in-
stituted the laying-opén systém’'and "thé request for:
examination system, expansion ‘of “the standing of & =
prior application and the system of re-examination by
the examiner'of a demand for trial. Accofdingly, this
Amendmént is one of the most important amendment to the
195% Law.

Article 29-2 of the Japanese Patent lLaw enacted to
expand the standing of a prior application in the
above-mentioned Amenﬁment?efféCtéd*in”lQ?Ofﬁs“déécribed
in connection with (a) the purport of i¥s legislation
and (b) its three applicatioh’Tequireiment. Explanation
is also made of some'important ﬁoints surrounding that
Article, i.e., (c¢) relations of Article 29-2 to related
Articles, inter alia, Article 39 and 29 of the Patent
Law and {d) points involved in Article 29-2., Finally,
(e} comparison is made between similar provisions in

foreign patent law and patént conventions.
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1. Introduction’ #0e
ApEndil _
The existing/Patent Law is the so-called 1959 Law,
and this has been partially amended -several times since

its enactment. 'The Amendment effected in 1970 involves

TiNpertant CHANgEs TWHIGH have [dEasticaIly ehanged rsome

principles of the patent :system. : For. example, this @ =.
Amendment ‘instituted the laying-open system and. regquest
for examination :system; expansion.of ‘the standing of a

prior?applicationxandlthEnSYStemﬁcf:therré-examination

:by ‘the examirer of-a demand for trial. Beceordingly; -

“this Amendment -ig one:of the most important amendments

made to the 1959 ‘Law.

okl cArticle 2942nofm£heL?atent.LaWp which was enacted
in connection:with the .expansion of theistandiﬁg:of acl
prior application in the above-ménticned. Amendment . :
effectedin!11970; 'will now besdescribed;  and.some
important ‘points.involved ‘in this Articdle will now: be:
discussed. -

An amendment similaﬁ*toxthéhaboveuAmendment;to:the
Patent Law.wasimadewto'the:Utility”ModelwLaw;andwever;
this amendméntiof the Utility Model Law: can:be inter=-
preted: as-in-thevcase of the:Amendment: to:the Patent’ =

Law. =Accordingly, it is-only pointed: out:thatisuch: .
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amendment was made also. to,the Utility Model Law (see

. Article 3-2 of the Utility Model Law).

a2 2wrarPurport:of Legislation i . .oq - in

soeA¥ticle:29-2 -inserted by the Amendment: effected.-in
1970 :;stipulates:that a later .application claiming.the.;
‘same=invention jas an-invention :disclosed din the: .o

- original - specification -or drawings.-attached .to.a prior

appkication (hereinafter referred to as: "as-filed ..: .
specification!} published or:laid cpen after.the filing
of ithe later. application: should -be-refused:in principle,

irrespectively of whether or not the.invention of the-

later -application isrclaimed-in.the.prior application.
In shorf;xadoption of the so~called whole-content o =i ;f_)?'
approach is:stipulated.: . .
Adoption ofsthisssystem.-is td ensureimpartial::.
granting of-rights:and -expedite the-examination:under :
the request for examination system adopted simul=orsic
qtaneously}haScdescribedﬁbelow;nﬁ}tfn

croviavAgcording tosthe existing ‘patentrssystem:in our:::

country,-.thesso~called - first-toifile principle is
adopted: ¢More3specifically;*infcasevwhere:the;ehare:q

two:or -more-patent-applicationsiclaiming the_same
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invention, .a patent. is.granted to.a person.who .filed.
the patent application eaxliestw{see\ﬂrticleﬂ394Pana:1
graph 1 of the Patent-pqwk. w;n;this_case( fromvthe;@@
viewpoint of ;avoidance.of.double patenting, .the:

~identity of the inventiongqutheglaterﬂapplication:With

“that of “the prior-application-is judged on-the -
.descriptions.of. the.claims of -both .the: applications.. .
In“gengxa%,Ehowevgr;grelated;explqnatory¥matters.
age;degqrihgdhinlgge specification,; even through .these
Jmattersxa;éLnét;ingludga;;n;thehglaim.;qlf_anothert
;person has filed a patent application claiming.such:
éXPlanato:Y matters before. they become publiciYeknownn
there will be a possibility of granting a patent.to:.:
such, application.: However, when.a prioruappliéation is
pub}iﬁhgqiqulaidJQpepﬂgrelated@explanatpry matters:::;
described in,;hgmqsqfilgdaﬁpecificationfof:thefpriorqw
.application.become publicly known, .and therefore; itiis
unreasonable to grant a patent.to.a’'later application-
c;aimiggﬁgggh;exglanatqry;m@tters”oply4onﬁthe ground
that thgmmagtené are not:ingluded in- the:claim.of:the:
priqgﬁqpplicatiqn&gﬁlqiqther;words;ainﬁview of ithe: .
spirit of .the patent system that:an-exclusive-right is
.9?@ntedn%n.r$tu#n}§0t=dis¢lqsune;of;an\inventioniuit;~

is-unreasonable to.grant . another.exclusive right.to.. .
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the later application which does not disclésean ' 1
invention other “than®the matter deséribed in‘the’"
specification:of the “prior application:

Furthermore; ‘since an invention’disclosedin-the”
“specification of “the prior ‘application but not inéluded
in the cldim:'by’ the applicant of thé prior application
should ‘be régarded as ‘& public- -propérty ‘6ffered for the
publicibywtheaappbicaﬁtfof*the*pfior‘ap?liéationi the
granting:of-a patent ‘on 'the ‘later application résults’
in conversion of tHe public propetrtytoa privateé right
contrary “to the intention of the ‘applicant ‘of “the prior
application and is' therefore détrimental “to 'the ‘publié

interestiis
©% Moweover, 'if‘a patent is-granted-6n-such later '
applicatioﬂ;%theJapplicant¥OfTtheipriér*épﬁliééﬁidh***
should naturally:file defending applications
(divisional ‘or néw'applicatidns); resulting in incréase
of othe niumber -of :fited applicationsi

“1The purport Of Article 29-2'cf ‘the ‘Patent Law is-
to-refuse such:later application; and is-Galled - '~
"expansion of ‘the ‘standing of theé prior ‘applicaticn.’:
This-expansion of ‘the standing of the prior = "

. application is ‘also ‘related to the intFoduction of the

‘request . for examindtion ‘system. ' 'Under the ‘request for
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'examlnatlon system, patent appllcatlons are examlned in

an order of the flllnq dates of requests for examlna-"

t10n.° Accordlngly, 1f a request for examlnatlon 1s:n0t
filed for thé prlor appllcatlon at the tlme when the

leter”aﬁﬁliédtion‘iS”ekaﬁiﬁed['the'ranéeﬁbfpthe”prior

”:=a§p11c3¥€6hfis:hof“yé%”égtaﬁiighea*ana?ﬁéﬁbéi”a"laﬁgf*
time Will' be neceseefy ‘for' completlon Of the examina-
tion Of the Tater application. Accordingly, if the
entire range covered by ‘the as-filed specification, ™
which i ‘the broadest range that can be protected by
amendhients, 1§ retaiHbd fot’ ‘the brior’ ApblieatTon,” the
examination“bf”the”1eteffeﬁéifEatfoﬁ“EHn“be‘§f6eee&e&
with ever’ Before IHitTatich or! settlement of the
exafiination of the pricr application.

L Ertiele 2952 adopted t5’ the above-mentioned effect
anaﬂrelatea~pr8vi§i¢ﬁs;*tﬁatais;*Artfaié'39*§5fag£épﬁé

1 and 2-‘and Article 29 ‘are’ attached hereto ‘as appendix.

3.  Detailed Explanation of Provisions. .. . .-

.of Article 29-2 of Patent Law
(i)' Three Appllcatlon Requlrements of Artlcle 29 2
'Paragraph I: : '

if a patent appllcatlon comes under the follow1ng

three stlpulatlons, the patent appllcatlon (herelnafter
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referred to as_“later appllcatron“) lS refused as, belng
ﬂ-unpatentable under Artlcle 29 -2 Paragraph 1 whlch was
Lenacted to the above~mentloned effect under 2 abover
"a?‘:The¥e.%S:Pr?S?nt a prior application..

By the tem " priox spplication’ used herein is
meant a patent application or utility model application
fi%?dﬂbﬁfQFﬁ;th@;i%?iegfé?teaqfath%r¥aPﬁr:apP}iGati9n»
wWhen, the filing. date of the later application is.the .
same as. the filing date of the prior applicatlon,. ..
Article 29-2 Paragraph l.is not. applicable, . (in.this .
:Gaéeg;aPBlicaféonWQf“ArEé91e+39uRaxagxéph,2,9fr#her¢¢
Patent Law beéémesrérsyhiscﬁaoﬁréiscuﬁsiopls~}-fv'~af:

Inlcése where, the prior application is: a.... ...
divisional aPPlicaFiQP,OFn?rnewaPPPliGati94$@§@e;asw;
.the result of conversion of a parent patent or.utility

_modelxapplieation PF.a,dﬁgiﬁiQH.Qf.ﬂismiﬁsal,Qﬁuemeﬂﬁr

tion ae reference under Article 29-2 Paragraph 1 is not
retroactive: to' the Filing ‘date of ‘the parent appli-
cation but the actiial date of £iling of ‘such divisional
or new appllcatlon (see the prov1so to Paragraph 2 of
Artlcle 44 Paraéraph 6 of Art;cle 45.:£aragraph 5 of
Artlcle 46 and the prov1so to Paragraph 4 of Artlcle 53

'of the Patent Law and Paragraph 3 of Artlcle 8 of the
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Utility: Model: Law) .- v

(b} The pri&r application is publishéd or laid: opeén:-

after the filing of the later:application. -
.Ifnonlygtheﬂprior;application.is_pubiishédfor laid

open, Article. 29=2:Paragraph 1 is applic¢able. Ih:other

abandoned or dnvalidated after publication’ or-laying=
open,: Article 29-2 Paragraph 1:is validly applied. :-
{c) . The: invention.of the .later application is the:same
as the invention or déﬁice disclosed iin the as~filed ~ |
specification of the priocor application.

The invention of the later:application:-is:one sét
forth in:-the claimtthexreof:: - S8ince: the! invention or
device -with: which: the :idehtity of the invention of: the

later: application.:is: discussed: is an'invention:ori:i.:o

device disclosed in the as=filed:specification:of:the:
:prior«application;aeven.ifnsbme”matter:disciosed?inathe
was=filed- specification:of: the:prior application has =:
been deleted by an amendment made after :the filing. of-

: theprior:application, the deleted matter ig takKen into
account..when! Article.29~2 Paragraph 1 is appliedy
Furthermore;:an;invention:oradeviCezadded'by:an'ameﬁd—-
ment: made after. the filing of. the application 18 not

included . in the range:of::the inventionior:device with
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which the identity of the invention ofsithe:later: . .1
application is discussed.::

By the inventioh:disclosed:din the as-filed
iﬁsbécifiCatiOhfof,the-priorﬁapplicatipnnis meant:an
winvention which: can be’ grasped. asian. objectively com-:
pletevinvention: from the: specification. = Of:course,:
such?inéentionlneed not be related:tothe invention::i:
set forth:in the claim of the prior application: (see::
ﬂWManual-of;ExaminatiQn‘ofwPateht‘and»Utility-Model-‘ﬁ

Applications®;, 43,028).::18

4623 o Exception to: Refusals:::

~o Even: when' the: three: requirementsi-set forth' im (1)
:above  are’ satisfied, if the:later:application comes !
under any:ofthe’ following:conditions}. Article:29=2':.
Paragraph. 1l is not-applicable. =i
=:{a). . Theinventor: of:the later application: is:the:same
as :the dinventor; of the -invention :{or.the deviser of :ithe
device): of the prior -applicationi::

4+In: case where drplurality of:ipersons -are inventors
of the-later: application, only-when -all ithe:inventors
ofzthe:latgr;application,arekcompletelyuinragreemeﬁt“
with the .inventoks: of theé prior application;, -Et is o

Jjudged.:that. both:-the:applications:are identical:with
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‘Fespect to the inventorship:

(b) At the time when the Tater' application’ is ‘filea,
the applicant of the Iater application is the same as
“the applidant of ‘the prior application.

“. The"identity of ‘the applicant is judged based on’

“¥he name 'Gf the applicant indicated in thée prior
application at the tiie when the later application is
filed ‘and the Hame of’ the applicant indicated in the
later application. 'In case where a plurality of
persons aré applicants of the later application, only
when' the applicants of the later application arecom-'
pletely ih’ agreehent with the applicants of the pribr

application,” it ‘is Judged ‘that 'deH‘Vtﬁe"ﬂ'"abpliba‘tiaﬂzsl

are identical” with respect to thé applicantship. Th

applicant of the prior applicadtion and ‘the applicant ~
of the later application’bechuse of chahge of the hame
of thé!applicant;’ siicocession’ or- af fi'liéifiziori;-z"' both the
applications’ are judged a5 being identidal with tespect

to'the applicantshipi”™

(3)° Case- Where Prior Application Claims Convention

According to the interpretation of the stipulation
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of Article 4 Paragraph B of the Paris anveptiop,5#wo
diffg;ent Qpiniops,have_begn raiseg_in_connection with
the effective filing date of the prier application .as
reference under‘A;Fic;e}gsjz,Pa;ag;aph lswhgn:thg‘pxior
application is an appligati9n,plaiminggadepvention
priority. More specifically, according to .one opinion,
or application of Article 23-2 Paragraph, l,.the. ... ..
anvention_pﬁioriﬁy,dateJog the pridr application . . .
should be regarded as the effective filing date of the
prior applica;iqp, anq:accq;dipg“;QTthgﬁgther opinion,
ﬁge daﬁg‘anwhi9h_the_p;iqr,gpplipatan.W§$ actually:,
filed in our country should be regarded as the
effective filing date of the prior application. . .
AG?Prdi394t5.FhezP?actice.°f;Fh?s9?PénﬁserPatent-v:_f

Office, in connection with an inyention which .is.

commonly disclosed in the specification filed in the.

first country and the as-filed specification. filed in
our country, the filing date: of the first country .
.application should be regarded as the effective filing
date of the prior application (see Manual of Examina-—
tion of Patent and Utility Model Applications, 43.07A).
In Fhei}iqhtmoﬁ,Fhe:spi;;t_cﬁf%rtiﬁlea4.Payaqxapb B: of
the Paris Convention, it is deemed that this. practice

.1s reasonable.

=114




In case.where the. filing date.of the . later appli-
cation is later than: the datejon;whichgthe prior. .. ...
application claiming-the Convention priority-was - .-
actually ‘filed.in gur - country-and .the invention-of .the

later application is -disclosed in.the as-filed specifi-

vEpplication; the specification
filed in the first.country, .of .course, need not.be

examined. .

(4) -Case.where:Prier .Application-.Is -PCT Patent;App117

_.-cation: {(Inclusive of PCT Utility Model .
Appllcatlon): il 292
(1) This.casé. is stipulated by Paragraph 2Yof

the;Patent.Law;:.Iﬁ;thé_gase;oﬁ‘an‘internationalg-_”-;

application ;aceording: to PCT, -if . the international .-~

.filing date.is. admitted, the application is:regarded;as_
Ibeing effective ;as-an application filed in each.:::
designated . country. on theﬂadmitted;inté&nationalwfiling
datgn.i.ef,;thegadmitted international filing date is’

regarded -as.the .actual filing . date-in each designated:

country (see Article 11(3).of. .PCT).: Since.the inter-:
national ;application ;is.laid.open promptly. after
passage:of..l year and 6 months.from-the priority date:

(seerArticleg2iiqf PCT),--international -laying~open:is.:
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treafedTasilaying—openuin:dur5coﬁntry;iiaE:y:such
applicatfon is ‘notlaid open adadin in‘our-country-(see
Article “184~9 Paragraph 3 of the 'Patent Law). ' There=:
fore; Artidle 29~2 Paragraph 1 shéuld natirally be 7.
~applied while ‘relying on - an’international ‘application:
designating ‘our country ‘and irternationally laid: opsen.
uParagraph~2«of7Artiéle«29—2ﬁwasﬁinserted bf the -
Amendment to the Patent Law made in 1978 when -our. i
country ratified PTC, to stipulate the manner of
applicatior ‘of ‘Paragraph:l of “Article '29-2/in case
where the prior: application is such’an-international
application.
o ’ 1(ii)L?In¢case'Wheréitﬁe*pfior*applidatiOn is an
international:patent ‘application (a patent ‘application
according “to "PCT ‘route "stipulated in:Artidl&ris4=3 s
#Paragraph 2 ‘of the Patent Law), it is'indispénsablé’ for
application of Article 29=2 Paragraph“l that-thé inter-
tnaﬁiénélwapplicgtidnlhééfaireadj Been internationilly’
laid-open;: ‘Incidentdlly; ‘the reasoniwhy %laying-open™
in:our;countryfisAmentidned¢inFconneCﬁioﬂJWithfaﬁ:J;ég
international ‘applicaticniis that a 'so-called’
recognized “international application: (sée Article 184<
16 ‘Paragraph:4 of 'the Patent Law and Article ‘257(2) (a)

of iPCT): is nat internationally -1aid openibutiis laid"
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“open in our tounkry (see'Article 184-16 Paragraph 6 of

thefbafénf’ﬁﬁwy;;ﬁf‘

{(iii} By the "invention disclcsed in thé as-filed

specificatich” referred to in Artidle’ 29-2° Paragraph 1,

‘the following two Kinds of invéntions ‘dre meant: "~ -

MMMmgggfaad@Aﬁgfﬁﬁéhéiﬁﬁg&fgéfdgéﬁ@%ﬁmtﬁémsﬁécffféafibﬁ%wmm@m;m;M;gw

claim ‘or drawings of an ‘internatioiial applicationon

the ‘international filing'date in ‘case Where ‘the inter-

national application is a Japanese language patent
application (ive., an internationdl patent ‘application
written in Japanese; see Article 184-5 Paragraph 1 of

the Patent Law). =%

SO By AR ‘invéntich ‘discloséd in ‘the spec¢ification,

éléiﬁfbf*aféﬁihéﬁ?ﬁf&tféniﬁn“ﬁﬁé‘origiﬁél'fbréign“
disclosed in the translation of ‘the ‘international ™ "

dpplication “(sée’Article ‘1844 ‘Paragraph 4 of the

Patéiit Law) ‘in'¢ase where the international application
N

e ‘foreign language patent appli-’

cation (ile:, an interhational patent application
written in the foreign language; see Article 184247
Paragraph 1 of the Patent Law.

©~ 'In thé’case of a foreign language patent ‘appli-’

cation, the matter not contained in the translation is
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regarded as being not described in the original foreign
language text (see Article 184-4 Paragraph34_pf Fhe_
. Patent. Law) .. .

#Ik. 48 required that a specification and other .
document written in the original foreign language of a
ﬁ0r6499~1§nﬂua9@.Paten?fapplisatiqn;Sh9u1@;be inter-
‘translation, should be laid open in our country (see .
Article 184-9 Paragraph 1 of the Patent Law). .. .

In case where a recognized international applica-
tion is a foreign.language.patent application, the .
" invention on which Article 29-2 Parag:éph_l §£ the ..
Patent Law.is applied .should be an invention disclosed
in both the original text of the internatiopal appli-
cation and the translation thereof (pee Article 184-16
Paragraph 2 of the Patent Lawl. .

.-(Av) . In.cage where the prior application is an

-Ahternational utility model application, thie prior. .
application is treated in the same manner as described
above with respect to an international patent appli-.

cation.

4. -Relations of Article 29-2 of Patent Law to Articles

.39 and 29 of Patent Law . .
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(1) -Differences between Article 29-2: and Article 39:

. A1) . bifference in Purport of Stipulation: .

Article.29-2 was stipulated to eéxclude unreason-.

ability of granting a patent on a later application for

_an invention already published in the prior application,

won.8aDdbecause..of..the .necessity.produced.by.. adoPEion cOf . i w o

the requegt for examination system etc. as explained

under 2 above.

,W,.;.In‘coq?rast,,Artiqleb39_was‘st;pu;ated t0 exclude

- double patenting according to the one patent-for-one

invention principle while making great account of the
fact that an invention disclosed in a prior application
has been kept secret at the timghwheq;quiatgn,a?p;i;hr
cation is filed'n&:h¥ﬁyaixnf

Aid), Pifference in Region of Par Against, Later
Appliqg?iép%wﬁ.ﬂ |

-, {a) . Applications of Different Filing Dates and

Applications, of Same Filing Date:

The\tg;mifbefpre.thejﬁiliqg_dateﬁ,is:expliqitiy

JBeed in Article 23-2 Paragraph 1, so, this Article is..

not applicable to applications of the.same_filggg:QQFe[

_V;nﬂcpnt;ast,:A;tﬁglgi§9ﬂParagraph‘gnig/appLiéable

sewew to applications of the same filing date. ..

- .b) Description of Claim: .. ... .
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Article 29-2. 1% applicable’ on.the:basis ofian !
inventi&h”ﬁiQCIBEed:in'tﬁeJaééfiiéd?ébébification)
ineiaai'ng--' the’ al‘a'im- oF° t'he pmr aspxi'caaaﬁ :

”basié"df?an:ihﬁention'élaimea’Iﬁ*thé*éiaim‘of the prior
appliéatidn;“‘”“:*'”Z}J“"':”" : C
() Laying-Oped or' Publicstion of Prior’
Appllcatlon.
“In the case where the prlor appllcatlon is neither
publlshed nor: ‘laid’ open, Article 29-2 45" not appllcable.
E The later appllcatlon is abated accordlng to
E”Aitic1éf39'evéﬁ'ifEtha*ﬁfiof*apﬁiiéaéidh‘ié‘ndt“’
. published or laid open. '
(d) Withdrawal and Invalidation:
‘According to Article 2912, i only thé prior
application is published or laid open, the ‘later '

appllcatlon may be abated evern when' the prlor appll—

or-itaTidated; e

cationis- afterward w1thdrawn

' Wher'‘the ‘prior application ig withdrawn or =
‘1nvalldated Artidle 39 cannot be applled ‘o the later
”appllcatlon. i R B
" Y(e)' Identity OF; or Difference in Applicants:
When ‘the applicant of the later application i& the

same as the applicant of the pridr application at the
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ication 'is ithe:same ‘ds ‘the ‘dnventor 'of ‘the ‘prior

=timerwhen %he*iaﬁériapplidétibn3iéifiledlﬂArtiélé~29&2

g not appllcable ‘to “the" later ‘applicdtiony

In‘contrast,; ‘Artidle 3% is: appllcable to':the ‘later
applidation ‘even ‘when the‘applicant of ‘the lateér: "

applYication sig the same -as the applicarnt of the prior

FERE TP SN R

appligation =T

5(f){&IdentityacfjﬁorﬂDifferenéé inoInvéntorss
same:as~then1nventor:oﬂmthe=pr10r applicationjiArticle
29-2 is n@tﬁdpplicablé‘£o4the*later application. i i

Onithe othexr-hand; ‘the later: appllcatlon can- bet
barred:according 'to Article 39, irrespectively &f-
whether the inventor of the later appliication ‘i§ £he:

same as or different from the inventor of the prior

g appll cation, [ ~&f

{g) Priority of Fraud Application: 37 40

. VIn .caseiwhere:thé inventor:ofithe later: appli-

application and the pfior application is ‘a‘so<dalled
fraud applfcation)ftﬁé?dppricability*dfﬁbbth5ﬁfticles
are not different i(see the parernthesized -sertence of ©
Article-zgaz,,Paragraphfi and Articlé 39 ‘Paragraph-6).

7 However, in ‘thé casge of ‘a later application of ‘ad

different .inventor filed: by a:third-person; the"-
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;applicabilitykof“both Articles are different,,. Namely,
according to Article 29-2, even;a;fraud~application can
-.-be a.prior application, :but according :to-Article 39,
a fraud.application cannot be.a prior.application. ...
~ ¢ In connection with the effect of barring a-later
application, it sometimeg happens that both Article .
29-2 .and Article 39 .can-simultaneously be:applied to
goneaand;the~samg_1ater;applidation~onwthe_basis;of a
«priex application.. In this case, -the Examiner may.-
select ;any .of 'the two -Articles at . his option.
According. to.the. practice of-the Japanese Patent Qffice,
in such-case,: Article 29721i$:appliedvqué:frequently

than Article 39. . ..

(2) Application Relation of Article 29-2 to Article: 29
oxr 39:

n'nggnuaLfof:Examinationgof_Eatent~and_utiiity Model

Applications" clarifies under 43 :08A% the Patent 0ffice
practice.as followsz - @ owa ok

application.is. the.same .as the publicationﬁdate Qr s
laid-open date of the prior application, only when-it
is-apparent :that the time-of -the filing of .-the later

application is- later than the rtime ofnpublication*or;
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" laying-open’of the priot’ application, Article 2971

dpplied; and’ in'othie¥ cases, Article 29-2-isapplied”

“for ‘the sake of eXkpedition’ of the-examinatioh as one”

purport of enactment of Article 29-2; ~~7i ik

FOOTII(447) 5 Whien o the iniventions et forth in- the claim

ST HEAE I CA LT W s e S EHer ) AP ELETe 39 T e APPLIRG

it any of ‘the Following cases; <+ “°
(a) The filing dates of two or more applications
are identical.

(b)) The inventoér br applicant’ of the' ater aﬁéii—

“ication:i's the'same as’the inventor or applicant of the

"Pfib r appllcatlon. o

5. Points Involved in Article 2992 0f'patent Law -

(1) Péints on’ Same' Inventorship:® “

‘When the'invéntor of the “later application” is the

' gamé- as’the” inventor of the prior application, the

later’ application is: exempted from“application’of
Article 29-2. The identity of inventorship is;*ih'fﬁ
prifciple, decided baded on' whethet the inventive

entity indicatéd in the latér applicatison”is’ completely

“in agreement bf ‘that indicated in’ the prior appli-""

catidn. “However,- even if thé indication of the =
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inventive: entity is not: completely in agreement in, the
applications, when it is evidenced.that: the inventive
entity is. the same in the two.inventions, Article 29-2
is not applicable.

... In;case of inventions: based on;joint reasearches,
5in¢ewit is difficult. to specify. inventors, judgement
of identity of the inVEHtQIﬁhinWi}lgbe difficult,and
wAgsues will arise in this connection. . :

.:{2), Points on Same Applicantship: .. .. .

..It,has to be noted that when the later application
is a divisional application or a new application made
as the result of conversion of a parent patent or
utility model application.or a decision.of dismissal:of
amendment, the filing date of the later application is
retroacted and the applicant.of the.original.appli-

the applicant of the later application, (see.'Manual, of
Examination of Patent and Utility,Model Application”,
43.04a), . "

_There is an opinion to the effect: that,.in:the, .
_;Case of a later application of which the applicant:is
£he“?§@§:aSuFP? applicant of: the prior appligation,. the

exception stipulated in article 292 should.not be. .

=124-




admitted. - The.reason is. that, when the:applicants: are
»the: same,: filing of a;divisional application will.. ...
satisfy the wish: of:the applicant.iﬁ;ﬁany caseSaandnanr
abuse of a substantial prolongation.of:duration of: the

patent by: filing.of.such later- application can-be:.  :

“—gvoideds”

(3). Peoints on.Prior:Applications.: ..l

{1} -+ Bffective: Filing . Date.of Prior:Applicatiom.as:-

Reference Against; Later,Application:;: . s

-i»:. The effective..filing.date.of- the prior: application

a divisional application. (see.Article 44.o0f.the Patent
Law), a converted application.i(see.Articles 45 and: 46
of.the Patent Law).or.a new.application.filed.after
dismissal: of amendment (Article.53,: Paragraph. 4 of: the
Patent Law), the actual filing date of such application
is regarded as the effectivepﬁiling‘datgypf;thg prior
application in :so.far:as.application of Article.29-2 is
concerned. - Accordingly,.in;the case of a new:appli=--

cation. filed: after. dismissal of.amendment, a: problem:;
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arisés on’ the" fact thét-aipateht application filed by
other pérson durihg a period of from the filing date of
‘amendment to the“actual ‘filing date of the new appli--
‘edtion Cénﬁbtfbe”barréd.c'wfwﬁ“

(ii)» Invention" Disclosed in Prior Application: =+
is limited to an invention which can be grasped as a
complete invention based onthe’ disclobure of the as-
filed specification of the prior:applidation. ~ It'is
considered that the'technical” content’ ofi‘the said " "
rﬂihvention'shéuld be’ described:in’ the ag-filed specifi-
cationssufficibntly?to.sﬁchian-éktéhtﬁéhat*if gl

divisional application covering the said invention' is

filed;” the benefit of retroaction of the filing date
“will be. enjoyed.’ Of course, the’ said’ invention need "
not! be identical with’ the ihventioén's&t forth in the

claim of the’ prior:application:: - uvs bal

&7 so=called-incomplete’ invention is not’ regarded
as’ the invention of the prior‘application referred to”
wheredm, i o
(¥ii): Tdentity of Tnvehntion: o i's @i

~According to "Examination ‘Standard on Tdentity.'of
Invention" published by the’Japanese’ Patent Office,”

- when ‘two: inventions are ‘compated for'judginhg: the -~
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identity of the invention through ‘any of Article 29
Paragraph 1, Arti¢le 29-2 'and Article 39 of the Patent
Law, if there is only found a difference corresponding

£ 4 mere “chdige of tHE structiire; s mére ‘differénce in

‘4sé, “a mere différence ‘between thé absence and the

P Saanes E TR EE THRrese e Sl B ER Re v aRedRs

aré ‘Fegarded as ‘being“identical with edch other.
" AGCOTding “to “the ‘same Examination standard,
grasping of the invention is mide 'on thé Basis of the’
techiicAl matter didcldsed in the spesifiddtion of
dravings and, on ifterpretation of ‘the technical =~ "
matter; what is not ékpressly disclosed ifi the specifi-
catioﬁ“&r?aréﬁfﬂqé’Bﬁf“ﬁ%i& Sbvious ££om the  digdIcslre
i5 ‘additionaily taken ints adedunt: | ‘
“Incidéntally, When ‘an Office Action or Patent
“Opposition rélying on Afticle 2952 'is iddued or lodged,
the applicant has to be careful not to add an uhnéces-
sary limitation to the claim for arguing'ﬁﬁéﬁéiéﬁéﬁééé
while confusing Article 29-2 with Article 29 Paragraph

2 (inventive step), because it is sufficient only to

clarify a 'distinction of the claimed invention over

“the fnvention of the prior apslication.’
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6. -Similar Provisions in Foreign

Patent Laws and Conventions .

., There are present sev

Conventions including provigions of .the.same purport as
that of ‘Article 29-2 of the Japanese Patent.Law, though

these provisions are .not completely identical in minor

points with Article 29-2. Differences are found in (a)
whether the whole content approach,ox the.

claim. ..2pproach is adopted, () whether the .prior...

application is cited only for denying the movelty of .
/the invention of the later application or also for, ..
_denying the inventive step (wnobviousness) of the .

inyention of the 13#%¥,%Pﬂ¥iééti°%a;(93~tﬁ9<%ﬁi%9F%veg

filing date of the prior application cited as reference
2gainst the later application.and,(d) whether or not an

exception is admitted based on the inventorshi

applicantship. -

..As described hereinbefore, the.whole content.

approach is adopted in.Japan, and the prior application
is cited only for denying the novelty of the invention

of the later application. In case where the prior
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applicationris anfapplicatiOnfciaiming the-Convention;:
priority,.in so;far;as;apuinvention:pqmmOQQYmdiscloseé‘_“”
in the.as-filed specification.of:the:prior application.
filed in Japan and the as-filed:specification filed: in-

the first country is concerned, the Convention priority

”date'is'ieééfaéawaé”EHE“éfféé%iﬁé”filiﬁ§“a§£é“Bfﬁthé;.
prior,application;xénd5inacase,whereﬁthegpriop;
application:.is anyappiicationgfiled,inzJapanythrpugh;;;
PCTﬁainxso;iarmas an‘inyention;pommgnly;ﬁisclpsedgipny;
the dapéneseit:anslafiongandwthe asﬁﬁiled;spggificatiqn

0f the:dinternational:application is concerned, the.:

filing :date.of. the international- application.isrregard-
ed as ithe-effective;filing .date of:the prior applicar::

tion.. .-

based; on: the: Paris: Convention,. the specification .of a:
second- .country .application is. often: prepared.by .adding;
-new. matter to-. the specification filed: in: . the, first

country. :Accordingly, if an Office Action relying on:

Article 29-2 is issued while citing_a&priorféppLiqa;ggn
claiming. the. Convention priority, .it.is recommendable

to, check.-the: priority document (the as-filed... @& -:iv;
specificatipn.ﬁilednin:theufirstucountryxﬂ; oy e

i Anedidentally,; when the -inventorship -or .applicant-
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ship:is*the 'samé between:pricr:iand:later applidcations;:
the' prioxr application is:not:cited-against the later: ~:
application; and:therefore,"the problem ofi the:self~ . HEE

collision does not arige. | .’

(2)5008aY = ton wnBiIT e idaen T weld me Dolovsnocs ool
In USA,*theishole!content:approach: isadopted;=and
a p'r'-id’r--;_a't'i:pl-i'ca'tibn is’ cited for denying not:only' the. .
novelty bt also: theutiobvicustess of the' inhvention of
& Tater éipplic'é{t-idh" i(gee’ 35 BBCL0Z(e) and A03 st ol
Howevé¥, sincethe laying-opeh system is mot- adopted in
“USA;:‘only’ when the prior-application is patented, ‘the'.
disclosure of the: patented: 'specification isi-cited.: > -
Furthermore, the actual filing date in USA is regarded’
"as the effective:filing date’ of:the prior-application
{In re ‘Hilmer).: - Even:whenr the assignees: (applicants)

are ‘the same' between prior: and-Iater ‘applitations;df «

the inventor' 'of the prior application is different:from
thevinvéntOr.of:theflaférsappiitation;hthérpriornﬂfv@r
‘application is citeds: (v miioy Lonwal

w1 NgTis Well Known, ‘the US ‘Patent Law adopts’ the © -
prior inverntion principlesAdcordingly, ‘thHe réijection
relying on the*pribrfapﬁliéatioh:caﬁfbefovércbmefif%if

S is iprovedthat “the inventer ‘of the'later ‘@pplication
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completed the ‘invention earlier‘than the inventor'of

the ‘prior @pplication- (see 37 CFR 1l.131)u:

(3} EPCr o

The whdle content approach: ‘is-adopted in EPC:{see

R v ey (..3_) o E e SRS TR ERE 'Jé.'pa'n'é SE BB ML

the ‘prior application «is ‘¢ited only ‘for ‘denying the:~:
novelty of ‘the inventionof the later dpplication:(dee
Article 56 Secoﬂd'Sentence:ofiEPC);:iInféase-Wherénthe
prior application is an application claiming the Con-
vention.priority, the Convention priority date’is
regarded ‘as theeffectivés£filing date ‘of the prior
application (seé- Article 89 of EPC) i
LonliaInvcontrast to theénJapanese "Patent: Law; the selfx
collision isvadmittediaccording:to EPC: v Inother il
words; wexceptions: are:notadmitted on:the. .basis‘of+the
same inventorship.or.applicantship accordingstoc EPCIww
In connection./withithe t¢riteriarfor:ijudging:the-s
identity between inveéntions; the Japanese Patent:0ffice
has published the . about: 930’ page=voluminoiis:"Examinsation
Standard on Identity of Invention" and EPO has publishe.
ed "Guidelines for Examination in the European Patent-
Office" and, inter alia, Part C Chapter IV 7.2 thereof.

The real differences in judging the identity of
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invention-between thé“Japanese-PatentuOffice_and;EPQ&e
is, however, not clear::from these publications. ;~In .
other words, it is not clear whether or not there are
differences between both the Offices in extent where::
the ‘novelty of:-the:cldimed. invention of a:later. v
uapplicationfis,bQIredqby:the;ﬂescriptiqn:of a rprion & v
application...; Exact comparison.maynot-be.carried.out-
until ~the :case.law-has beeniestablished by EPQ through

examination:of many patent application{eamg

B e T

-In--the:international {preliminary:examination;the
invention of a prioriapplication.isg-not:regarded.as a-
prior art because-of:the.character of this:examination.
Howevery ithe presence:of.:such prior application:isi -
noted:in an:international preliminary:examination:i i«

report based:on:the ideathatiindication:of:the::

presence iof the prior applicationiwill :be.helpful in
zJjudging: the:patentability inrexamination:in-a selected

neountry: (see:Regulation: 64+ 3:0£PET) . =1

132




Acknowlédgement

spresent “theme:,

=133-

i "":‘G:r:bu_p : who hqvé'. s'l;ppll'ed- data ..-nec”és-"sarfg“"fcif"prepa_rlimjwm



- APPENDIX:

{From ‘Tanabe/Wegner: "JAPANESE PATENT LAW" {1978))

" 295 (1) Where an invenition claimed in a patent application is identical with an invention or
device. (nnt being an -invention or device. made by the Inventor. of the-invention clalmed in the
palent appllcauon) that has been described in the speciﬂcatlon or drawings originally attached to
.- the request: of another appl:canon for Lga{gent QL for a, utility-model registration and whete such
“ather apphcallon was filed e palent application concerned and underwent
... publication (Kdkoku) or laying-open for public inspection {Kéka!} afier the fling of the patent

application concemned, patent shell not be granted for the first-mentioned invention
notwithstanding Section 29(1). .However, this provision shall not apply:where, at- the time: -of fifing
of the patent application concenied, the applicant in the case of such application and the applicant
in the case of the other application for a patent or utility model-registzation are the same-person.

{2) For the purposes of applying the preceding subsection to the case where another application

. for a patent or a utility model registration which was filed eartier than the filing date of 1he patent
application coneerned is an international patent application referred to in Section 184' (2) of this
Law or an international utility model applicetion referred to in Section 48" (2) of the Utility Model
Law (Law No. 123 of 1959) (including such an internationat application as having been recognized
as @ patent application or a wtilily modet application under Section 184™dece {4) of this Law or

- Section 4guaterdeckes 4y o the Uiility Model Law), the pessage reading *. . ... described in the
spec:ﬂcalion or drawings ongma!]y attached to the request™ i the preceding subsection shall be con-
sidered 1o have been replaced by .. ... described, as of the inlernational filing date referred to in
Section 1849“** (1) of this Law or Section 48%™ (1) of the Utility Model Law [or —in the case of

- an International application which is recognized as an application for a patent or a utility model
registration under Section 1849 (4) of (his Eaw or Section 489U3er 9¢c8 (43 of the Utifity Model
Law (hereinafter in this subsection referred to as “recognized international application™)- as of the
date which would be accorded as the international fing date under Section 18493 (4) of this
:Law or Section 4895#eI 93 (4) of the Utility Model Law. Hereinafter in this subsection referred to.
a3 “international filing date”} in the description, the claims or the drawings of the international appli-
cation {or —in respect of a foreign language application for a patent or a utility modet registration

. referred to in Section 18452 (1) of this Law or Section 4899 (1) of the Utility Model Law—

_...both in the said documents as of the international filing date and in the translated version of the said. oo

documents teferred to in Section 18499 (4) of this Law or Section 489%™ (4) of the Utility Model
*Law, and —in respect of a recognized international application in a foreign language~ both in the said

[Mdocuments as of the international filing date and in the translation of the said documents furnished

‘under Section 184™ecEs (2) of 1his Law or Section 489%e7deces (93 of the Uhiility Model Law] "

and the passage reading “publication (Kokoku) or laying-open for public inspection (Kokai)™ in the

preceding subscclion shall be considered to have been replaced by “publication (Kokoku), laying-
. open for public inspection (Kokai) or international publication referred to in Article 21 of the
- Parent Cooperation Treaty done at Washington, June 19, 1970 -
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(Patentability of m\;'e'iiﬁdﬁs‘)‘ "

29. — (1) Any person who has made an invention which is mdustrially applicable may
obtain a patent therefor, except in the case of the following inventions:

B inventmns wl'ul.h were, pubhc!y known in Japan prior to the ﬂling of the patent

' applicauon.

(i) inventions which were publicly worked in Japan prior to the flling of the patent
application;

(itl) inventions which were described in a publication distrlhuted in. Japan or aloewhere prior

to lhe filing of the patent application.

applicauon, by a person with ordinary skill.in the art to which the invention pertains, on the basis -

+ o 1, ofandnvention ot:inventions referredto ln any of the paragraphs of subsection (1), & patent.shall:> - =: &

not be granted for such an invention notwithstanding subsection (1).

o

(Flrsl-lo—f'le ey

239, :— (1} Whei¢ two or‘more patent ‘applications tela!ing to'the same Invention aré filéd on < - 41

d|f l'erenl dales. only lhe ﬁrst applicant may obtain a patent for the inventlun

e applicants; may’ obtain’a pa!ent Tor lhe invéntion; 1f no agreement '1¢ feactied or no consultation is
. passlble, none of the applicants shall obtain a patent for the inveation. . .

= 1356—

= (3~ Where 1an invenition "coilld” dasily: Have" bisei fiiad Frprior o thie filingTof “the” patent

(2) ‘Whiere" twis or miore palent' applscatm'ns reEatmg 1o the same invention are filed on the: S



PATENT TERM RESTORATION .

‘by ‘Rudd1phJ. ‘Anderson, Jr.

I7° “INTRODUCTION ™"

In the Unlted States and Japan, two major 1nterrelated

developments over th ast twenty years have had:a substantlal
impact on the time 1t now takes for an 1nventor of a new drug,
pesticide, other chemical product or a medlcal dev1ce to

developrand.bring-ashew: product to market. Flrst, there have

been, 1mportant str:des 1n the development oflsoph;stlcated and

environmental effect: “Havihg déveloped such
techniques, manufacturers have accepted as their obligation the
adequate testing of their new products before marketing them

commercially. Second, the U,S. Congress and the Japanese Diet

have formalized the obligations by enacting laws imposing

§

—increasingly rigorous regulatory agency review of
premanufacture and premarketing testing of such products.
" These developments have had an inadvertent, but not

surprising, adverse effect on the period of commercial
exclusivity of the patented product in both countries. As the
premarket testing and regulateory review have become enormously
.more complex and lengthy, the effective patent life has

radically decreased. For example, in 1962, it took about 2
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years to bring.-a::new: pharmaceutical -product: from .discovery to

Engxkgping_iq;thegUnitEQyS;ates:-itﬁnow takes:anmaverageﬁpfasng

vears,: decreasing the..patent.-life: remaining to: protect.”
ccommercialization. of .the product to about a decade of::sales.

By;thgjtiwe@a,uﬁS;;pesticide,manufactpre;westablisheSfthatpa:

“chemical:ig ‘safe;angd-effective’ endugh: to: be registered for
- commercial:marketing, there:may:be: onky 12 or::so; years:.of: ==
patent protection remaining. co i
Because the: patent:.has: traditionally: served.as the: primary
incentive~fprrinvestﬁentpdpgreéearch;énd;innovatﬁon;intthese:;
~fields,  -the.diminishing:patent .1ife.has: serious:implications: :
for such:investment.:: would:rlike: to :discuss. possible: remedies

to. correc¢t- theradverse effects: testing: and:premanufacture.

i regulatory: requirements: have: had: on’ theicommercial life.ofiithe

. patents . .ol oo lasian
. Clearl&ymweﬂcannot@roilwbackxtheﬁclock:on&thesreguldtoryvc
statutes, nor is: it desirable:to:stop the:growth of: improved::
.analytical-testing:methods;: regardless ofohow: time: consuming:-
and costly: they:may be. ;Both.the regulatory: statutes:and: the:

improved testing.capabilities.have  provided: significant.. @/«

benefits to; spciety.. - The; consumer: has.&a:right. to.expect-that
. the-drug.taken:is: safe:and: effective:and:the: pesticide:sprayed
on: the;garden. will;not cause; adverse-health:or environmental.:

problems.
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What: then mare the:alternatives:for ‘the :concerned: -
policymaker:looking: for ‘ways ‘to ‘counteract the'negative effects
these developments may: have: had on research’ and ‘imnovation?i:

... Firsty" industry and the government can work' to improve the
paCexof‘thesrégulatory?approvalﬂwhénJitﬁfséréqdirederiorftoﬁv
marketing. " Unnecessary’ délays: harm moti‘only: the manufacturer,
but also- the public which: may’ be:denied access: to:important:new
drugs, pesticides, or products.

% ism AsY arsecondralternative;’ the: government:-itself could
undertake’ and: bear  'the ‘expénse:of: health and énvironmentgl:
effects: testing.'”Whilei such' an alternative’ would eliminate the
:ﬁcosts.ththe.inventor.andd-thérébyhfreeifundsnforfreSearch om.
new innovationswﬁtheﬁdiSadVantage5mtdhsuch;anwapproachvwouldu
Seem' to-far outwedgh:the: advantages.:Such:an:undertaking would
create an administrative nightmare to establish criteriarand:
procedutes: tordetermine: when! aiprivate: research:project:{"

warranted;the:investment-OfJQOVErnméntbfdnds?fot health»and:

RV EORMERE AT e St IRG . " MOreover; Tt Would  be  eXtramely gostly, T

and: it seems unYikely that:Congress’or the Diet  would' be::
willing' to: impose: such ‘a” burden’on: the' taxpayeri 7= 7
r;4Anbther%ﬁajorﬁapproachﬂto?incréasefincentives?for research
and: developmentsig:for the?efféctiveipaféhtTtetm?tb&be?feétbféd
toiitsﬁfullLETﬂyearsfbr-20ﬂyearévin‘our respective:countriés::
The patent has traditionally served as a significant incentive

for new inventions. The patent's full term exclusive marketing
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right has ﬁrbmiééd'éuffic&ghé“idha;téfm:feﬁgdefokiﬁbéﬁEions
“‘to make ‘it worthwhile for individuals. and. Gompanies to -

undertake the risks involvéd in iésé&%chf”“Uhfbffﬁﬂéféi&{"ﬁﬁé
gradual ‘ercsion of the Patent period becsuse of increased

- premanufactire testing and regiilatory review requirements has

‘diminished the incentive.’
There 'is ‘substantial equity to permitting adjustménts in

‘the patent’ term to’ compefisatd for testing and regulatory review
requireméhtél””AdédﬁéfEﬂgéféfjﬂ3éfficéc§f"ghdﬁéﬁvgféhméﬁfgiwm
effects testing aré in thé Public intérest and should be
strongly encouraged. * The invéntor who undertakes’ siuch testing
. ghould" not' be bﬁhiéﬁéﬁ?bﬁ sééiﬁé"éhéyﬁéribd{Bf“ébﬁﬁekcigi
exclusivity for the' invention décrease because of the time it
takes to do the testing. The same is‘Efné‘df“fhew?%§5i5f6;§{i
review réguireients. The requirements were imposed 6
acconplish 1audable pubiié“goals of protécting health and ="
envirénment:” “They were never” intended to'havé a negative = °
effect on tﬁeLfééﬁiaﬁé&jﬁfoaﬁéﬁ;ébﬁéféﬁtﬂférﬁfw“Tﬁis}Hégqﬁegﬁ:
an unfortunateé)-if ihﬁ&@éffeﬁt}iréSﬁlE”ofithéi}*éﬁééfméﬁti
Some &ction®sHould be®take ‘to sée that this inadvertént impact
is eliminated:’ ' e

" Thefe are 'a variety of ‘approiaches to patent reéstoration.
Let's disciiss thosSe approdches, 1 ~ 77 :
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... One possibility in the United States is for the .
Commissigner 9£r?§an;§_§9 $§mp;yJwithhpldlissuange of a .patent
until regulatoryrev1ew has been completed. . The patent.... ...
aPpli¢§PFTW991d,inglg@gyin:pheﬁgpp;;cq;igg;a,no;ipe,thqt;;heg
invention is subject to premarket testing and regulatory.review
requirements. Once the testing and review processes.were. . ;:
successfully completed, the applicant would notify the.. ..

. Commissioner, who would then issue the patent. . In: this:way. the

Such a solution is not, however, without its disadvantages,
nor is it suitable to Japan where patent term is measured from

filing rather than grant. .

The major disadvantage is that a product.might; never .. ...
| receive regulatory approval and a patent application.would . .
remain pending for years. .This would delay the.expiration. of.
—the-patent_without any concommitant public benefits. .

A problem specific to .chemical patents is, that.of.the. .

-generic claim.covering a.group of related.compounds..:The .

product within the scope of the patent which undergoes the..
premanufacture testing and regulatory review.will be based upon

a specific compound within that generic.group. - It.would be ..

" -unfair for the entire generic class to enjoy a lengthened

patent term because a single compound within the class was

subjected to premanufacture testing and regulatory review

requirements,
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iwvAnalternative applicable ‘o béth our ‘Countries is to

provide ‘a "predefined exténsion" pericd £or -any product'subject .

to premarket testing and ‘regulatory reéview. = For -‘examplé; 'the

fJUms;epatentfferm“fbrﬁdrugs?¢Ould be slengthénsdd by ‘€ight “years

‘because ‘that is the average time it tdkes to’dondict ‘the tésts

Redessaty He Tes TABTILH ARy Gnd SEFIoAGY oF 'a mew drug and e

obtain U.S:/FDA approval.:Our EPA estimates ‘that: it takes® "

_approximately five years-for ' a new pesticide to be ddequately

- tested and ‘approved ‘so ‘the patént ‘pericd for pesticides could

be extended ‘for :a.comparable periodiof time. Similar
¢aleulations can bé<developed tin “Japan. © Such ‘dn ‘extension
method -provides the -advantage ‘of cértainty for the ‘patérntée.:”

The ‘patentee would notify ‘the Commissioneér: wheén a ‘pPatented” -

:pﬁoduct«fellﬂintbfthevpﬁeﬁarketﬂtesting and ‘regulatory review

category, ‘and the Commissioner would issue ‘a patent ‘for 'a ‘térm

“Fdfxgreafermthanﬁthaanrmal:l7¥yearwperiodgﬂr“f?n* Swmoorduune

The deficiencies' in thig method are obvious. “Products
covered: by the same. regulatory ‘requirements ‘would ‘feceive the

same ‘extension ‘period; regardless of how long ‘it ‘actudlly ‘took

i to testiandshepherd ‘the product ‘through ‘the regulatory

review.:: A product which deviatéd wvery litfle 'in its ‘¢chemical
composition or application from a previouély appfoved product
may require less testing and be approved for marketing more
quickly than a significant break-through product, completely'
new in structure and application. Yet, the two would enjoy the

same patent extension benefits.
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Moreover, -the -extension.period. would:have :te-be continually
-readjusted. to reflect changes "in testing-methodologies which ..
lengthen. or.shorten. testing .time. ;-Adjustments would alsc be.:
qeqeqsarygto,reﬁ;gctjqnanges in.regulatory-procedures which may
.reduce .or -increase the .requlatory review:.period. Without :such
--readjustments, the extension:period:would soon:cease to-reflect
reaiﬁwo;ld,egpgrigpcqyﬁggf‘thg period became .too-short, . i
research rand.development would, notgnecéiyg the :incentives ..
intended: by providing :the.extension..- If:the period were :longer
than necessary, it.would be.unfair ;to the:.publicito.. .. .
unnecessarily continue the patent.en a product. . Yet it iwould
'bewext:eme;yqimpracticalyto~continuallyﬁreviseethexextensionm
peripd.;,lnyentors;wpu;dxbe;deniedxihe‘certaintY-neﬁﬂéd-t0~wﬁ
encourage . innovation., Moreower, :there.would.be ladministrative
-problems .in .determining which. revised..period :applied tovpui.
products ét differentgstages;ingthe‘xesting;andmreviewvprocéss.

.The.  patent .law of the. United:Kingdom until:recently::

~Brovided 6T EHe CXteNSIoNn Of A PAtENt teri On tHe GEGURA GE T b L e

-inadequate. remuneration.; ‘A few.other,-countries, -among:-them: :
South Africa,.whose: patent -laws .were: originally..modeled .on that

of .the United Kingdon, still .do -provide for -patent: term ... .-
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extensions on that ground.” Thesd provisions permit a paténtee,
Héi?iéhéhﬁgﬁifétﬁﬁ'of:Ehéfﬁéfﬁﬁf{gltéfﬁf”ﬁbiépﬁiyZféxéﬁcdﬁf£ “
for an extethdﬁ”thﬁﬁktd"fiﬁé years of;‘fh'éiéébtiﬁhéi'ééSés,
up to teh years sHould he 'Y she believe He ‘or' she Has not been

aBeluately’ remunerated by the patent. “In Fuling of such i

TAPPLiCAEIOH; the €6ttt must CONEIdet "the hAtiT e and meYits of

théﬁghVéﬁEioﬁ”iﬁEEéfgifbﬁ“iﬁ”tﬁégﬁﬁﬁiiéf;ﬁﬁé'piofifé*ﬁéae“ﬁfi”

the Pafénﬁeé;*éhd”gll”tﬁé*éfféuﬁéféﬂﬁéé_bfhfhé‘cégéf“f B
OHE" 61 e c RS Earicds Undbe WHE dn ‘Gukensioh b ‘whe

grouhﬁ'ﬁffihéaéqﬁéfé:f%mﬁﬁéré%iﬁh'ﬁﬁy'béigfgﬁtéa"iSEWheré'béfE

of the 1ife of tHe patent is 'Tost from premarkKeting “testing and -

regulatory review requirements,

A right to an extension under such circumstances has, in

fact, been recognizéd ‘in the South African Gasé of Inre”
RO

Hoechst Aktiengesellshaft

‘There, & pharmaceutical company
applied for ‘an ‘extension of the term of its patent on a

chemical compound, generidally known as Furodsemide and marketed

undér the ‘trade name of ‘Lasix, ‘on ‘the ground that it Had &~
granted the applicant a three and one-half year extengion to "
compensate for an equivalent ‘amcunt ‘of time Tost while =
pharmacological ‘and ¢linical ‘tests were condicted to prove the
saféty and effidacy of “the ‘drug. - i

1 In re Hoechst Aktiengesellshaft, South African Patent

Journal 1962 (July 1978), aff'd sum nom. Adcock-Ingram,

Ltd. v. Hoechst Aktiengesellschaft S.A.L.R. 1980 (2) 853.
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i+ FEERARS the most significant, advantage of extensions based
on the ground of 1nadequate remuneratlon 1s 1ts conc1u51veness
- a flndlng of the court that a patent exten51on is , .
-?PPFOEFlagﬁf:%sw5S§ JHQAQEEE;?“Q-FaEPQFV9?;?P§}1ﬁﬂged-iﬂe%,
subsequent patent infringement action during the extended term.

=eH9¥?YﬁFts?éQh\a-§¥$F?F PF?SQéE? mgjpr;qgsadyantagés;,H;,

Firgt, because ap. application for, extension is mad?.P??ERFP?;;
end of a patent's life, the late notice. to the public of .
_potential extension seriously disrupts product development,
plans to compete with the patentee at the normal expiration

.date. = Second, and relatedly, since neither the patentee nor . _

the public has any assurance of the dispositon by the gcourt of

an application for extension, planning ie made even more .
dlfflcult._ “Inadequate remuneration" has_g;gvgnwpgrbgﬁa

partlcularly elu51ve standard to apply.

The fore901ng dlscu5510n has hlghllghted some of therjyrﬁ;

:;éé?ﬁptages_ﬁnégééséﬁyant§985~9£;VEPLPHSnWthqdﬁanF-» G

-wCQmPensﬁting~ﬁQIaﬁimiPi$heanaFen§41iﬁ@mpwEIQm;th?SQm;if:*%

possible to distill certain criteria to apply in evaluating any
patent extension proposal. .

First, the patent should be granted after the normal .

application and examination procedure. Otherwise, the U.S.

_ public may lose the benefit of early publication.of the new. . .

technology.
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- {:Second, the beriefits of ‘éXtension ‘should apply ‘only to the
particular claims which encompass within their ‘scope the -
product actually subject ‘to the -testing and ‘requlatory reviéew
process. A patértiwhick ‘¢6vers nimercus discreet bfdﬂﬁc%é“"

shouIdfndt-bé'éxﬁended=in'foTfsiﬁPlY'beééﬁﬁeibﬁétbf:théf'

CdiscTeRt ProdudEs {8 SubSest o marketing delays.
Third, the patent compensation proposal ‘should ‘be ‘neutral
 inits effect on ‘the F7-year patent term; that i§, it should
assure“tﬁét'tﬁé“paféﬁtéé”énjojé'E”fﬁil'éévéhfééhﬁygé Sor
cdhmeféiglméxclusibi{y{férthisECGmﬁéfdféliiéﬁ”gfééﬁéfbbﬂtETQ'T
must ‘not overcomperisate’the patentholder. ' The only manner to
accompiish”thfé“Is-tb‘Eié‘théiéxiéﬁéich'méﬁﬁéniéh:ﬁaifﬁghééfﬁai

time ‘spent ‘on’ premanufactiire testing and regulatory review.

Moreover,’ it must be desighed in'a way to afsure that di
action oﬂithé”bart'bf”{hé”bateﬁtéé'ﬂﬁfing?thé“feéﬁfﬁg dna
reguliatory feview pericd’is discouraged.” ' '

L Fourth, the' procedure’ should be 'ds simple to administer as
possible, creating nd additional burdens or obligations on ‘the
Patent and Trademark Office or the regulatory agencies. =~ "
;.o Patent-Festoration’legislation which ‘satisfies the Criteria
outlined above has been”inttodhced’ in the U.5. Senate™as * '
S. 2892 by 'Sénators’Bayh; Thurmond, Mathias, Morgan; éﬁa““f”'“

Percy. 'The teéxt of thé bill has’beehh made available here. °
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. The proposal .is .designed to compensate:a.patentee for :the
patentilifg_}qst:becauae;of,Fede;al;premanufacture;testingfand
requlatory review requirements. . .The bill -identifies the types
of pqtgpﬁgJyhiqh may.:be extended.. . Such-patents are those - ..«
covering products whiphmby{sggcifiqrstatuteSHin.the-United,uxs
States are subject to premanufacture testing and, regulatory - ..
revieerquigng#F”.;ﬁﬁrw=~-J

.. The bill specifies that the rights derived .from any. claim
of an extended patent are limited in scope .to.the product for .
which premanufacture testing and review has been reguired. .As

a further limitation, the extension benefits apply only to the.

statutory use for which regulatory review is required. .For ...

example, a chemical may be used as thé active.ingredient. of. a::
drug and it may also be used in a ¢osmetic for,non-medicinal;.:
purposes. Because the product does. not have to. undergo.

premarket testing or revigw for the cosmetic. use, the r

from the: extended patent would be.infringed.when.the, chemical

—is;marketed in-a-drug-but no-infringement would;occur if~

marketed in a cosmetic. ...
.. .. B patent is eligible for an extension only if.the: statutory
bars to marketing the product are.removed.at the end.of:the:...
requlatory review period. .The length of the. extension is:::

measuze@abyqésfeFminiPsgFheafresy4atéry review period!:for each

product. The "regulatory review period" is defined in terms of

the specific statutory requirements which are applicable to
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-Wstartlng and endlng date.”

each 6f:thékéfdéﬁcgg' For example, with respect o drugs, “the
period bégins on ‘the date the manufacturer submits an -
Investigational New Drug abﬁiiCéfioﬂ aﬁd”it énds “on ‘the date”

the drug is approved.: The regulatory revlew perlod for the

:other products is deflned in"a sxmllar manner with an objectlve __;

o

As"a general rule, the perlod beglns

on the date the patentee 1n1t1ates the major requlred

*?remanufacture testlng.- By'keylng the date to 1n1tlat10n16f“

major"fééfihgquﬁé*ﬁiil:fedBQEEEES:fﬁaé'tﬁeﬂﬁateﬁreefﬁifimﬁdr

be ‘comperisated in‘éime for his sarly-proavct develspment work

SE B fRIHATY ‘sdtening OF ‘trd ‘proaddt snd {ts gotentiat s,
THOTE “dbes 't dompernsstié tHe Patented F6¥ sibstant iH HHdrE-tdin .

testing. YT

The regulatory péficd ends on the date the prohibitions on
commercial marketing are removed. ' Thié will'alvays béfa'fsfﬁal
and’ objectlve date, marked elther by afflrmatlve actlon by an

agency approv1ng Ft product or by the explratlon of a

istatufo:rly“aéfinea'péxida“for'agéncy'actibn'fd“rgvieﬁ”aﬂdj”}f

‘necéssary, halt the commercizl manufacture of the product.

A ‘maximun Gap of Seven years on the extensioh period is
included €6 protect thé public against @ilatory action by the
patent Holder. "'Seven ydars was seéldcted bedause statistical
evidence shows that this is the average time it ‘takes to '™
complete the drug approval process from the time an IND is

filed. By using this figure, the bill provides an adequate



period for the patentee to complete testing while at the same
time not‘providing egch_aﬁiepgthyfgeriedlthat_the:patenteen:
could dela&_act{on:without any risk. ‘

_The mechanics of obtaining the extension are s i.mpig .and ..
_impose no heavy administrative burdens on the Office of Patent
__and Trademarks. A patent holder obtalns the exten51on by
nOtlfy1ng the Comm1551oner of Patents that hlS or, her patented
product has 3ust completed the regulatory rev1ew perlod.dwga}s
notlce must be glven w1th1n 90 days of completlon of the_,_:h
review. Notice must include the date.on which the regulatory
reviey period started and ended; identify the specific product
and statutory use for which the regulatory review was reguired,
and it must identify the claim of the patent to which the .
_extension is ‘B_Pp_l;i_cable- _In addition, -th.,e patentee ‘musl_t,
,;1nclude a statement 1ndlcat1ng that the regulatory revxew:;ﬁ}
perlod ended 1n removal of restrlctlons on marketlng of theﬁ_

product. Upon recelpt of the notlce, the Comm1551oner

4
j
1
!
{
i
:
|
H
'

thubllshes a notlce of- thlS 1nformat10n 1n the Offlclal .Gazette

of th#.P?t?ﬂt”and-TF?@ﬁE?LKVQ£f¥99A “?hﬁwcqmm45§19ne§,ASSHes,a

.period equal to the
reﬂulétQFY-£§F13W.9€‘19dﬁ--ThﬁacﬁﬁtEfJGﬁte spells out the .
details of the extension and is recorded in the official file

of the patent.
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Because the regulatory review period is defined in %" '':l’
objective terms, "n¢ ‘burdén ‘to make a judgment or' finding"
regarding the ‘proper ‘léngth 'of the 'éxtension is imposed oni '’
either the Patent ‘Office or ‘thé requlatory reviewing agency. '

Moreover;, ‘the ‘timing :0f ‘the notice ‘o the ‘Patent -Office -

~prOYEEEs £HE OFFicE Eron Raving to Waintain records’ on patents
which may Hever be exterded because thé product ‘d@oes not *
successfully ‘complete ‘the regulatory review process.The i

Patent Office will ¥eceive rotice of “an’‘exténsion ‘after ‘the ™"

product has been approved for marketing’ ‘s ‘Patent Offideé ™"
resource’s ‘will ‘beexpended onl‘actual ‘éxtension rather ‘than
potential ongs, ewsd e
‘Finally, 'the public -ig protécted from’ unfair or”
-:overreaching externsions., i THe ‘only ‘benefit from ‘an éxteénsion is
the right_ofvthewpatenteewtc»bning5aﬁ~infriﬁgémeht=abfidﬁ?
againstan‘unlicensed-copying ‘of ‘thetproducty

LaPhus, if ‘a. patentee seeks ‘to ehnforce ‘an invalid or improper

extension,’ the facts with respect to'behavior:of theiproduct™s

discovety. ' If it finds inequitable’ behavior on ‘the sponsor's’
part,’ the'tourt'is in'‘the position to protect the publid @ "

interest by refusing to enforce the patent.
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CONCLUSION - -, i .

Our- :governments have recently .demonstrated .an dincreased :.
awareness of :the importance .of research and.innovation.: The.
Domestic Policy Review of Industrial Innovation, :initiated -by
our President .in 1978, provided the highest level. .of policy.:
gﬂttenﬁﬁqn:bY_EhﬁyUéSafﬁxagutiveghnanChwt9 innqmatiqn:issuea«f
Innovati o n, which I.4 iss__c u s{.s;ed;_ with, youidin Phllad elphiayzannn
reaffirmed the importance -of .increasing..the ;incentives: fog. ;-

research -and innovation. . ..... oo

sPﬁtentM:ﬁﬁﬁorﬁtignwwasﬁa,skep&:qummendedgbz;@he;Advispry
Committee to provide increased research toward innovation: for
products subject.to. regulatory review. - A full.patent :term
. assures, adequate. revards..to justify the commitment of; resources
countries. The inadvertent:erosion of: this.term because .of

_premarket. testing and regulatory requirements.-has diminished

“the economici attractiveness; ofitheir dinvestment ini-
development. of. new preducts.. . Passage: of-patent restoration.-
legislation by our respective:governments.similar: to that. ...

introduced. by our. Senator Bayh would rectify. the situation. .
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%TH CONGRESS ™
_’DSESSJO\_ S 2892

To amend the patent ]a\\ to ‘réstore the 1erm of the patenl grant for ‘the period of
time that non- -patent: regu]ator\ requ;rememt pre\em the marketing of a
* ‘patented product.

U IN THE'SENATE' OF THE UNITED STATES

: : JuNE 27 (egislative:day / oNE: l") 10805 3
’ﬂr B-n}i (for hnm:e]f Mr. Tivrmoxb, Mr. Matiias, Mr. Moreax, and Mr.
PERCY) introduced the following hill; which was read twice ‘aiid-referred to

. the Committee on the Judiciary _

ABILL, -

To amend the patent la“ to restore the term of the patent grant

+ ments prevent the’ marketmg of patented product

17 " Béit enacied by ‘the Senale and House of Represen((z-

“tives of the Ukited States of America in Co .gress assembled,’

That this Act may be elted as the “Pateut Term Restoratlon

g
3

47 Ket'of 1980
-

" “SEe8 () The ‘Congress finds that T

Cor T T
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o LN ] [\] —

-1

23

- laws;

exclusivitv whiéh t e

. vents un'pdi-taxif"hévp,__;_:gtqqt@

- able to the pubhc

(1) the Umted States patent system. has prowded,

a8 major mcentne for the mvestment necessar\ Ior -

_ noy atlon and new product development

(2) protectlon of Healih ‘and the” em 1ronmenf 1=: a
necessary concern of the Federal Uovernment and

many patented products maj,' not be marketed commer-

» -cially until: the -product; has: been -approved :in accord-

ance with ivarious: Federal -hesalth. and" environmental

Y]

(3) the time necessarj;' for the :feét'ihgﬁ of ‘such
products ‘and  the “regulatory review or notification

period substantially _reduce the period of commereia

(4) such a. reductlon in, t,he commermal eulusn ity

p_e;',iod‘ discourages research. and .innovation .and pre-

(5) restoration of t,he nghts afforded by the grant
of patents o thelr fql] penod of exclusmty 1s -a neces-
sary prerequisite to restoring the United States to an
innovative leadership position.

(b) It is the policy of the United States that the term of

24 patents for products subject to premarketing regulatory

25 review or notification should be extended to compensate for

ongress intended a patented

rom being made avail-
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o

9'

:.nnmedlatel\ after sectlon 104

. delays .in. commercialization: of such. produets resulting from

government regulation.

- SEC.. 3., T:tIe 35 of the; Dmted States: Code, ent1t1ed:

;_;_‘“-Pa_tenf(s_ 18 amended by adding the fol]o\ung new section

=T

: -“§ 133. Restoratlon of patent term .

.“a)1) Except.as provided in paragraph (2, the term of

a patent which - encompasses,, mthm its . scope, a ,._t;hemicai_

“(A) the owner, of record of the: patent gives

;. notice, to.the Commissioner in.compliance with the pro-

visions of subsection (D)(1);:., ...

«+(B) the regulatory. review: period resulted in the,

removal of restrictions on:.the commercial marketing of
-.such:product or device; and, .- . . o0 o

gt -:.:‘z‘-(G);_the-.:pa,t.entg.has;_n.qt expimdz prior to notice to.

. the:Commissioner. under, subsection ®)(1), . ...,

The rights derived from any claim of any patent so extended.

. shall be ,I.i_r.n:ited,_in scope _jdg;ﬁing::thg_ perqu_i of any extension to.

 Teview :peripd;an_d o thc ,Statutsm';:usgfor- :_Which,regul_ator}{-

- Teview was required.... ..
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17 SR TR e event’ shall the fermiof i patfent et ex-

2 tended for more than seven vears, (07RO H e e L

i1y Within nifiety ‘davs after teriimation 6f & regula<

1oy veview period. the awiier of récordof the patent shall
3 notifv the Commissioner that the regulators review period:
¢ has ended. Such notification “shall be ‘irit~riting ‘and | shall¥

fafe’ Tthe “date” om “which - 'the Tegulatory

Feview period commeénced and eideds

G417 E s B Y dentify the dévice or' specifi] the tehieniieal

1677 idéntits of thie chiemiieal Product “and’ the  statiitorv use

or Wiieh regulators Teview s veguired: e

12 () state  that “the  Féglirement” ot sabsection

13779 GIINBI ha heeti satistied: “and’

1475 DY i dERtife e elaim ol the hatent to Which the’

15 extension is apblica}jl:ﬁ' “and’the leneth’ of “time of the:

i Hegiilatory! Teview ‘period foriwhich' the term of such

‘patent’is 'to be extendad.

1R “(2) Upon receipt of ‘the Tiotice ‘required: hv 'paragraph’

19 1) 'the Coimissioner shall :"}5:f§c)1ﬁjit]j{‘fipﬁﬁli.é'h-;'"t'he information’

20 noticed in the Official Gazette

poe

99 7148 The Coiirrissioher 'shall issiie 4 certificate of exten-

95 Sion: tinder seal.‘statitig ‘flié fact‘and lenigth’ of ‘the extension

94" 3nd*identifving ‘the product 6f device ‘drid “the use and’ the.

5t thetPatent and “Trademark

25 ¢laim to which such extension is alpp']i'i-":jilrJ"h'a“'-.-"fSu't-;h'-é’r‘é‘i‘fifi‘(*aﬁ"j

.
I
!
!
I
|
l
i
;.
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1 WALl b récordsd i the otficial file ot ‘ench patent extended,

Fapd wieh dortifidd e shall be condidiredial

5 patent. -

g e AP ANV Epaténtt extension Turinted fuhder this section

6 thie refriilatori eview pe conviétéd by aTeourt of

7 eriminal violation lor submitting false, fictifions) friudulent.

N of fhisleading ‘data ‘il “stipport-of the application, petition, ret

Y iiiest: of Hiotifivation described iisubséction o341 on which

ey s

10" ek patent Extension is hased:

e i this Sectan: 01 2T

134 “(1) The term cHémical product™ means=

190 B S i i i hew alnimal drug, food”

1§ it or eofor additive 'as defined in section!

90T 6 THeT Federal “Fo6d. “Drig ‘and Cosmetic’

or

ACI. e

IR R RAR

Brane

“protiuct”as defined’ i Settion’ 351(a) of the Public:

' Hedlth'Service™ X et “or il Tegulationt issued under

“thévifils, “séfiih. tokin “4hd’ analogous products

“provisions - of tlie Weét” of IClongress’ of March 47

Tg1gy

Y End pesticidéay définedin section 2 of
25 1 the  Federal Insecticide. Fungicide! and Rodentic

25 cide Act; and

_'1m55 -

SPATTel the original.



|

. '(D):any :chemical. substance. or. mixture. as
defined.in section, 3 .of the Toxic: Substances Con-
trol Aect.

- 42).The term ‘device’ means any device as de-

;.- fined in section. 201(h). of the Ee&ﬁral- Food, Drug, and
~.Cosmetic Act and, described in section, 513(a)(1)(C) of
coesueh At o s e
o f4(8).The, term ?majorg:he.alth;or;%.ensrirpnmental ef-
. fects. test” means an: experiment to. determine or evalu.
ate health or environmental effects which requires at.

least six months to conduet, not.including any period.

for. analysis. or. conclusions,

s (4) The term. ‘regulatory review period’ means—

- hiological product, a.period commencing on the,
date the patentee, his assignee, or his licensee has.

. -Tequested .an exemption, for. investigation with re-;

., speet - to, such drug. or biological . product under

... section 505(i) ,or. section, 507(d). of the Federal

..Food, Drug, and. Cosmetic Act and ending on the.
. date an application with respect to.such drug sub-.

mitted under section 505(b) or.:section 507(f) of
_.such Act is. approved or.such biological product is

- licensed under:section. 351(d) of the Public Health

Service Act;

LB6=




dochos fee e V(BRawith' respect tohasnéw animal drug; a

(]

.5+period. commencing:on the-date:the patentee, ‘his
- assignee; or-his licensee has requested an exemp-

oenpen o tion for investigation with-respect:to such animal

fthe. Federal Food,

- .drug. under. section. 512(j

#80 : weo Drug, and Cosmetic:Act-and:ending on the date

-, an: application iwith respect.. to - such animal diug

‘;‘-'

-submitted - under. section -512(b).-of such Aet: is

o o

co approyed;. s
10 ciean UC)-withorespeet to-a . veterinary biological
1. . .. .product, ;a period. commencing on the date the

A2, . .uah patentee,, his. assignee,. or: his.licensee has re-

3.0, ¢ guested ;. authority...to.- prepare:-an experimental
A4, .. . ., ..product under the.virus, serum, toxin, and analo-

15 40000 gous:products, provisions of the Act of Congress:of

~-Mareh 4;; 1013,-and ending on:the: date such hio-

. Jogical produet.is licensed :under-such Act;

A8 e wiin o (D) with respeet-to.a food additive, a period

: commenging - on.; the;: date- the..patentee, his as-

20, ,~isignee, or. his licensee; initiates a major health:or
21 . ,,,;‘;enyirpnm:e,nt.a]‘geflfe_pt_sgtes_,t':{relie_d upon to establish
22: . .0 the safety of such. food -additive in.a petition sub-
23 o smitted ;under. section :409..0f . the : Federal Food,

24.. . .. .. -Drug; and Cosmetic Act requesting issuance of‘a

25. . . ... -regulation prescribing. the conditions under which
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o Lyl Jniinosuch- additives may be: safely 'used and ending on -
212 seinniss stherdate ‘such regulations becomesseffective;
co8rain su bopapen Y Wil'.hi".'*l"éspécti"—‘ to-aicolor additive; a

lideins i ooperiod-commencing: on-the date the patentee, his

! assigriee; or his:licensee initiates 'a major health

. orenvironméntaleffects ‘test relied upon to show

«« iihatosuchicolor additives will ‘be'safe for its in-

we ‘tended: uses'in-a petition ‘requesting the issuance
9 of a regulation listing suchiuse and ending on the
104uics vrandate such a regulation becotnes effective;

Caiphodd o o (F):owith respect to & pesticide, a period

192 et seoiveommencing jonithe esrlier of ‘the date the pat-

entee; ‘his “assigneee; or ks licénsee (1) initiates ‘a

Adis Bus oimajor-healthior environmental ‘effécts test on such

 pesticide, “thevdata fromi “which is“submitted in’ &

uh reijuest ‘for’ registration : of” stichi pesticide under

“and Rodenticide: Adt, (i) requests the grant of ‘an
19 i sonsexperimental usé! pérmit tinder section 5 of such

wAct, -0t (iii) submits A hp’p’licﬁti'dﬂ?*for registratiﬁﬁ

55 woof Such™ pesticide’’pursusnt to7'seétion 8 of such

92+ aviviing sAety andending: on 'the ‘date ‘sich'pesticide is first

" registered; eithier conditionsily or fully;

94 4 “auT#4G) with Tespect toa chiemical substance'or

~mixture ' for - which? riotification is' required under

Ijigg-

17 7 Section-35of thé Federai: Insecticide, Fungicide,




17777 50 Seetion '5(s) and which is subjéct 'to a rule requirt
B0 e felting tinder section "d{a) 'of ‘the Toxic Sub-

3 VR gkdnees "Control “Att, s period- comimencing on the

477 VT date’the paténtee! Hig assignee, or his licensee has
; .

“initiated’’ the 't

mical substance or

““mikture, ‘or’ if ‘anorder or injunction is issued

‘which siich order or ‘injunction”is' dissolved or set”
; B y [

11 aside; soytinra wy irge (yuiE I

197 0 SR Y it rekpeet 10 4 hermical: substance or’

157 Cyinre o Which wotification “is ‘réquired under

14777 Section 5a) biif Which'is not sabject to’a testing

157 UlE undér Seetion” 4 of “the “Toxié” Siibstances’

167777 T Qgtitrol Act;"a’ period commiencing ‘ori the earlier .

17 7 U the  dite “the patentéd his “assigriéé. or his’

1975 i G Ly ikmits” o premiantfactiire Tiotice, o
20 (ii} initiates a major heal.i:'h:f_'ijij" environ-"
21 mental effects test on such substance, the

- 22 data from which is included in the premanu-

23 facture notice for such substance,

24 and ending on the expiration of the premanufac-

25 ture notification period for such substance or if an
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), with, respect to.a device, a period com:

SO

_mencing.on the date the patentee, his assignee or

6.... .. ...his licensee has requested an exemption for inves-

|

.., tigation: with, respect to such device under section
8. . ..520() of the Federsl Food, Drug, and Cosmetic
9. ...y Act and endlﬂgOﬂthedateanapphcatlon with

10, . Tespect to such device submitted under section

11 515(c) of such Act is approved, -

12 ...except that the regulatory review: period shall not be,

13, . . deemed to have commenced until a patent has been

14......; granted for the chemical product or device or the use.

15..... ..of such -product or. device subject to; the regulatory

18 this section, then the commencement of the regulatory,
19 ... review period shall be considered to be such effective.
20, . dBFET

Qs

R
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Abstract

The Japanese Patent’ Law 1ncludes no- problslons
defining a so-called’ means’ comb natlon claim. 1In both
the patent examlnlng procedure and patent infringement
lltlgatlon the functiocnal and abstract language of a
means kcombination clalm are isstue of argument.

The Tokyo ngh Court Dec151on on "Apparatus for
‘Manufacturing Ball Bearlngs“, December 20, 1878 is
. believed a 1ead1ng dec151on concerning the scope of
protection of a means comblnatlon clalm.

The decision is very:-unigue in Japan because it
concerns the scope of a means combination claim in
connection with a patent infringement litigation. It
can be saidftOpbeJVery;unﬁawomableqtofthegpatentee that
the Court interp:gted;the scoperof:the invention as
being narrower than as understood from the language of
the claim, '

_To avoid a narrow interpretation of a means
combination claim it would be effective to describe and
illustrate as many embodiments are possible in its
"detailed explanation” of the spécification and the
drawings. . .fhere.seems..to.be . no.other.way than.so.doing

to secure the broad scope of protection,

1. Introduction.

This is to reﬁevaiuate-the“Tokyo;Bigh Court.
decision of December. 20, 1978 which interpreted the
scope of invention described in a so-called "means
combination claimﬂ*, from a view point of those
who-may file patent applications. The decision is
very unique in Japan because it concerns the scope
of a means combination claim in connection with a

ers




The Japanese patent appllcatlon was. flled on.;

‘may always cons;der the scope of a means'"'
'comblnatlon clalm so n

patentwinffingeMentflitigatiOnd‘iiﬁ-can*beisaid*to
be-Very‘unfavbrable‘tb*the‘patentee*that the Court

rintérpreted the Scope  0f the’ invention as being ™
‘narrower than as understood from the language &f’

the claim.

-+ The .patent.-in .question relatesptq;anpappratusgpr
«~manufactur1ng ball bearings.— Ity was- issued DI @

Japanese patent appllcatlon flled, Clalmlng "

. prlorlty based on a U s, patent appllcatlon._ The
. U.S. applicatlon was flled on December 14 1956 and

a551gned to The Sheffleld COrporatlon.‘ On the U.s.’

Liappllcatlon a patent was lssued under Patent No.
3,079,678, ' '

December 11 1957 and publlshed for op9051t10n on
June 2 1960 under Publlcatlon'No. 35 6252 ’
Eventually Patent No. 267420 was 1ssued onAthls

'the U S. patent ’ Refer to‘U é; clalms 1 and 2, a

copy of Whlch 13 attached hereto. 0bv1ously, ‘the

Japanese c'alm, whlch reads as w'll be copled in

functlonal language. f

_ Note-*A “means plus functlon clalm“ Whlch reads-

“means For - 1ng.

It cannot be sald for sure that the Japanese Courts

row as d1d the Tokyo ngh
e above noted decls1on no doubt is

But
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~worth.studying in an attempt to: determine the. . ..
=broadest possible;scope_that:a;meansrcombinatiqn;

claims‘mayrhaye_and;to:solvegproblems:that;aEmeans

combination claim.does, have.. ...

The Tokyo High Court Decision

{Decision’ No. SHowa '51(ne) 783," Dec.: 20," 1978, made

to an appeal agalnt patent 1nfr1ngement)

l) The appellant (or pla1nt1ff),rKabush1k1 Kalsha
ﬁTokyo Selmltsu had an exclus1ve l1cense to the
__'subject patent (1 e. the apparatus for“

"x'manufacturlng ball bearlngs) from 1967'to 1973.
J:In these years the appellee (or defendant), NTN

Toyo Bearing Kabushiki Kaisha manufactured ball

bearlngs, uslng the apparatus they owned”

:ﬂ: The appellant belleve that the defendant s fd
_manufacturlng ball bearlngs would 1nfr1nge the
h:sub]ect patent. Subsequently they f11ed an B

.;pappeal agalnst the alleged patent 1nfr1ngement
Jw1th the Tokyo Dlstrlct Court. The Tokyo '
':Dlstrlct Court dec1ded that the defendant had

1';not 1nfr1nge the‘subject patent (see Dec151

"_such as bearlng bal's whlc

_"No..Shova.44(va) 6127, March 17, 1976)

'htappellant considered the dec151on unfalr and )
" filed an appeal agalnst the Dlstrlct Court :H‘.
dec151on w1th the Tokyo ngh Court." o

25TThe clalm of the subject patent reads as follows-

:"An apparatus for automatlcally selectlng.and

assembllng 1nner and outer parts such as 1nner
‘and outer bearlng rlngs and 1ntermed1ate p”r s

characterlzed 1n

that it 15 prov1ded w1th a gaglng means whlch

- 164




by ‘sizé comparlson,

L:serves to automatlcally compare the crtlrlcal

”51ze of the outer surface of 1nner parts with a

correspondlng inner surface of outer parts and
also to control'a meterlng means for® taklng out,
£y predetermlned ‘number of

“iAtermedidte’ parts ‘cofitained in a supply means

“l'gdlected Frow' among SUPPlY means contalnlng

T iftermediate parts of dlfferent ‘sizes, and in
‘that the ‘inteérmediate’ parts §6 takeén out and

'”1nner and ‘outer ‘parts 50 metered are’ assembled

3)

by an assembly means whlch cooperates w1th the

'meterlng méans."®

The appellant p01nted out-'

,‘:(l) The s bject 1nvent10n ls a ploneer lnventlon.

2

(3)

The

?(?3 i

{2) It would be rather usual ‘that /a.claim:is

abstract to some extent.

it would be
unreasonable to determine the scope of

{3) Although the c¢laim is abstract,
invention according to the structure and
function of an. embodlment described 1n the
spe01flcat10n.531-' :

appellee argued: -
(1)

The invention iS'ﬁOtfafpionéér invehtioﬁl

g‘too abstract, there' 5
way other-than: to refer to the “detalled

description of the invention® in order to

'”determlne the scope of,the 1nvent10n.

‘The subject apparatus operates in one step,
whereag the appellee's apparatus works in
two steps, i.e, the first step of
metering-gaging and the second step of

—:165~



- productlvlty. '

:::assembllng a bearlng,:

o (4)
u”,_necessary for the gaging means to control

‘the metering means and also for the metering
;,méahs o cooperate with _the assembly, means.

-,vThese requlrements need not be:achieved in

‘and has an improved

TRegardlng the subject apparatus,_lt 15

the appellee’s apparatus.ﬂ_Thefappe;;gg:s

.apparatus is therefore considered different
from the claim of the subject patent in

basic structure and haspa;pigbfqperatign
efficiency.

The appellee s argument about the dlfference
“‘between his’ apparatus and the subject apparatus
~may::be welk: 1llustrated ag followssw

ﬁdﬁn—cvéLE;OPEEATIOﬁi'_-

T

tion -

~cooperd

[ oo

"]

~Qontrol . fo

METE ERING MEANS [————""1

.. |.BALL, CONTAINER—SUPPLIER

ASSEMBLY MEANS i

Ina stépf*ist-step

\(TWO-CYCLE OPERATION}

: EMBODIMENT OF INVENTION- APPELLEE’S A??A;ATQS
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5) The ToKyo High¥Eourt” accepted ‘the “appellééis
?oplnlon and’thus’ re;ected the*appeal - filed by
the appellant. “Thé ‘reasons for :egectlon ‘dre:

(1) The word1ng "assembly means co—operatlng
with the metering means® is very ‘functional
“ and” very ‘ab&tract;? ‘

It is 1m90551b1e 6

“froni-thg '¢laineéd scope ofthe -

@invention*howﬁthefmeterinq~meanSJandwthe
Laésémblj meahs should’ co“operate’ in‘the
:meanlng &F the” term G- operatlng“ used in

“othgtelaimyt o

'(éj*The ihtended’ méaning’ O the: term
‘i iingo-operating” ‘does ‘not seem to'bedirectly

'stated in-the' spec1f1cat10n oFf the ‘patented
~1nvent10n. “Nor-is protVided-an ev1dence
which' prioves' that: the ‘term: "co-doperating” is
v -Onders€00d’ to mean a spedific tééhhical
mattér ih’ the Field of art’ to*which the
..patented; invention.belongs: and. also. such .

siterm.ds:so used.. . -

(3)“1t"is'neécessary’ to'interpiet rationally the
#10 pequirédcomponienti ' "the mMetering means and

te” absembly Mmeans''co-operate” by teviewing

I the' drawing and reading the wholeé’

spec1f1cat”1on, ‘in-an attempt to grasp the

ﬁtechnlca”'51gn1flcance "or didea’ of- the

‘cofiponents "The szgnlflcance of theff*

“'eomponent’ Eh6uld’ be ascertalned by~ learnlng
“the' Yechnical® ides dlsclosed i the s o
embodiment which' ig ‘de&cribed in’ the '
specification because the component is
stated in very functional and abstract
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:language as, 901nted -out .above. and also.

.. ~because its.technical. 51gn1f1cance cannot be

-»Baid to _be clearly .understood from the,

_ .spec1f1cat10n by any person hav1ng ordlnary
”isklll 1n the art._i “_'

(4)

Indeed: it may be unreasonable to 11m1t the

o90mp0n$ntwt°rtheaganIQtEuSFrQCFQF?MQQ@
- function. achieved in.the:embodiment. . (This

Court's.opinion stated here.is not.based

- only on. the.structure.and. function of an

(3}

embodiment described in the specification,)

It is ng;¢pe;missivgitq-ﬂidely.claimJuPder.

.- the:mask.of. functional.and abstract language

+;:8uch technical idea-that is not described in

the:specification.to such.an extent that

i people-having: ordinary. skill in.the.art to

(6)°

which.the invention belongs.cannot .easily
effect the working of the .invention.

In’ the apparatus described”as' the only one

‘embodiment of the subject invention; either
-the;metering.means on»theﬂassembly.meansﬂ
»cannot. keep.of. worklngﬁlndependently of the

<~operat10n of the other.. .|

-relationship
that "the metering. means. and .the. assembly

+: means. co-operate” should therefore be

considered.to mean: "The metering.means and
the .assembly means control each other's

::;operation”.: That is, these.means.are put in

a so-called “onerto-one relationship".or an
inseparable.relationship, -
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L: (7) ~In ‘the dppeélléé's -appardtus ‘a ball ="
'fcontalner suppller dev1ce is prov1ded
- ‘means.i. The first step-of-meterlngegag1ng
‘"and “the ‘Second stép of ‘assembling parts can.
“rpercarried out'indepeddently; ObVid&Sly,

*fnot=controlfeach-otherms-operatlon and do

tomot 'have an iirniseparable relationship. ™

‘ Further; if ‘the cycle of the first step is
= made shorter -thHan: that of the sedond Step,
the ‘first and- second steps can Be ©iit
‘continuously carried ‘outiindependently’ of
each:--other v+ A ‘@ result,’ the ‘appellee’s
apparatus works without a ‘time‘loss; “and
this apparatus needs less.types of balls; to

@h_assemble bearings. of the same size than the
uIB)-Hehbe}ﬁthe“appellee}e'aparétuS*dbéS“ﬂdt have
oo a relationship that "the metering means and

o oni = therassembly Means: co~operat® ‘and ishould
.} soowaiititherefore: berheld to be oitside the “o
technical scope of the patented:invention.

3. A Study on the Tokyo High Court Decigion:::

l) The dec151on reflects that the Judges con51dered

the means comblnatlon“clalm ‘to’ have a narrower

scope than the 1anguage of ‘the' cl'lm wa ‘
1ntended ‘to mean. The Judges tho ght the‘clalm
descrlbed each element of the 1nvent10n n

very functlonal and abstract language andvthus,
‘the ¢laim was unclear. Relying on this opinion,

169 —
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they :limited, the .scope of the.invention to the
embodiment .described in the:specification, i.e.,

i .concrete -technical .disclosure,: and.rejected the

interpretation .

- appeal;;against the alleged infringement on the
- :appellee s patent. .The Judges':.appreach to

«the. scope of :invention as
lescribed .in means combipation.claim agrees

- exactly ko the approach taken: by the Tokyo

District :Court. . In the light of the:decisions

-made by ithe higher and lower courts in many

--similar cases in the past, the judges': approach

seems .orthodox..in that -when the claim was not

. clear,. the:scope of claim was determined by

- reference .to the description in-the .

i.specification.

w10 ‘point ‘of issue s whetheror not the

Th'e’ decision does not’ dlrectly refer to the

patent is a pioneer invention.”* This may suggest
that.the .Judges,. appellant;and: appellee agreed,

though not.explicitly,. thatvthe.patent;could be

. called- “ploneer Ainvention’ .. .The appellee does

not .apear-to.have: argued agalnst the:wvalidity of

wo-bhespatent - - mnm Lo

A pioneerrinvention;sifeanygmwhich‘iSvv

wzfdemand thatﬁthe ploneer 1nvent10n should be
J*?fclalmed and/or descrlbed fully.i Thus a ploneer

VELT) -




="""im.rentu)n 1s usually clalmed 1n a generlc

“‘scope. Thls 1s an exlstlng tendency 1n clalm

fdraftlng.i In thls case,feven 1E suén 1nvent10n

was a ploneer 1nvent10n, the wardlng‘"the

might Have ‘béen Cbnsidered:ekce551§El§'

CRunct foRATand | dhs e FAGE 1R aonkFASE W kN thie

specific disclosure in the specification,”so

wrirkhat such wording was understood: to:go: byond an

'"vallowable rangeq:i

3)

The de01310n made on thls ‘case relates to the
1nterpretat10n of the scope of protectlon of a

“Batént” rlght expressedﬁln the Form 6F & means
comblnatlon clalm.' But, "the p01nt actually at

‘flssue Was not the elements such as the meterlng

means or the assembly means, but the

relaticnship that suchimetering meansrand

i assenbly mednsycdopérate ‘withieath othefiv’ In

orther words, what' chused the'meaning’ of the ,

{’claim to.be so funictional’ and-abgtruct’ as to

”To put 1t”more pje01sely)”the de i

make suichimeanifgiuncleariwas an expression
Mco-operation™ ‘which mearnt:the connection-of the

Cmetering-means and the assembly means, SitE

on does not
questlons of w e WOt

fﬁsﬁﬁaaﬂ (usually regarded as equlvalent_

step“ or "means“) or SOhChl":

" as eQu1valent £o "dev1ce"kand apparatus )qus

used for the word "means" employed in the ~

R



original u. s._claim._ Rather, the question was:

., Whether acceptable or not was the functlonal and

',abstract term "co-operatlve relatlonshlp".__The

4}

.Tokyo ngh Court Judges ruled, hav1ng studled

the descrlptlon of the embodlment that the

;“cc~operat1ve relatlonshlp" meant.%“The meterrng

means. and the assembly means control each
other* S, operatlon., That is, these .means are put
1n a,. so-called Mone- to-one relatlonshlp" or an

‘1nseparable relatlonshlp F_:_h T

Our-analysisi'stated in the preceding-paragraphs
1) -« 3) convinces us that the :Judges ‘understood

:.the “co-operatlve relatlonshlp" was, equlvalent
to a “one to-one co—operatlve relatlonshlp“.

5y0bv1ously, they 1nterpreted the clalmed _scope of

_the 1nvent10n narrower,_assumlng that a new‘

,component “one-to-one co—operatlve relatlonshlp“

was clalmed

In Japan the claimed scope of-:a patented

~invention can:be narrowed-only-if.a request”for

trial: for: amendment . is:. filed-and:the amendment

ds allowed-by.the Trial Examiners.. If the claim

of arpatent is consideredrit oo br'oad sedtmays
violate.the provisions.of -Article:36, Paragraphs
4 and 5:.0f.the Patent Law and the:patent.shall

be 1nva11dated under Artlcle 123 Paragraph 1,

"'Item 3 of the Patent Law.; The Clalmed scope of

the subject 1nvent10n was narrowad w1thout the
.Trlal Examlners‘ permxssron and seems

' ‘controvers1al 1n v1ew of the Japanese Patent Law.

CEET2-




4. Menas:Combination:Claim =~ 'How: is It Interpreted?
1) In the Unlted Staes‘: '

(l) The U S Supreme Court made a dec151on on
_Paper Bag case in 1902, which alloved a
_.functional claim written in the form of a

alllburton de01s1on rejected a4 means
'ecomblnatlon ‘claim as belng ‘too functlonal
"”and th'ezlnvalldated the clalm.i The
‘Halllburton dec151on ralses varluus opinions

eyas té how a funct10na1 language used in a

":cll‘u for ‘a comblnatlon should be
‘1ntérpreted These oplnlons urged the U.S.
:Congress to ‘add Artlcle 112, third paragraph

"to 35 USC in 1952.'

(2) Exzstlng Artlcle 112 third-paragraph
expllcltly allows u51ng a means comblnatlon

p formlng Aa. spec1f1ed functlon w1thout the
rec1tal of structure materlal, or acts in

',nsupport thereof, and such claim shall be
V”construed to. cover the correspondlng

hstructure, materlal or acts descrlbed in

the spec1flcat10n and equlvalents thereof

eﬂThat 1S, the flrst half of the thlrd _ .
 jparegraph,_Arr1c%e‘l;2 g;ea;;y,a;lows us to
_:use a-meene.pius function language in &

._clalm of .an, 1nvent10n whose novelty is
‘admltted in a8 combination of known elements,

78—
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The ;latter..half of :the third paragraph:
explicitly teaches that .every element

expressed as a "means" should be construed
€6 dover' the correspondlng structure,

““materlal ot ‘dets deseribed in“the
'¥*spe01f1cat10n and equlvalent thereof°

”i.fjfi"Manual of Patent E a_”nlng Procedure“

very element or dev1ce that can perform the

& . e at: c\alm contarns two or
more means clauses. Thls type of claim is
" inder'stood to call for'a novel comb1nat10n

YO elements ‘A7d each means clause is

"fexpressed as’ "means’ for 1ng, "and a

ieans coMbinat ion clalm cannot ‘bé rejected

'merely because an embodlment embodiments

'dlsclosed in’ the spec1flcat1 fe not

k&}.As mentloned above,'ln the Unlted States a
“.méans’ combination® cla1m is a typlcal

‘functlonal claim.” Therefore:51hce many

“court’ decisions’ on” the” ‘scope”’ of means

i combination e¢laifs have“been studied, the

”unpatentable because the word 'means“ covers

S L1T4-




¢ means combination ¢laims are legally defined

‘to-some ‘extent, ‘and the exmining procedures
viof .means: combination claims:-have ‘been '
'dgtablished at .the Pateént and Trademark
Office. . ‘Now in:'the ‘United Staes « .

. Anterpretations, of a means compination .claim
>%

+AL8, 1 gelyns;mllar.M_jd‘3ﬂf¢,”_

2).7In Japani®

(l) In Japan a means comblnatlon dlalm has vet

'to be regarded as a partlcular form of

CTE 1s consxdered one of the types of

"elaims Which use a functlonal and abstract

language and which are thus uncelar.

‘¢”f25whs a rule the Japanese patent examlners
S Pedect a funct10na1 and abstract language
‘@used 1ﬁ a clalm and therefore re3ect the
7 Wholé clalm. Unllke the case 1n the U.5., a

'"so-called means comblnatlon clalm, which is
i ‘considered a ‘functional claimig’ rejected in

,Japan1H5UsaaIlyHitfis:rEjectedﬁby many
:Japanese :examiners: as: belng vague and

ally “lalmed otherw1se.“

cannot be gens
- :AS this: guideline 1mp11es,~1nnthe actual
. ‘examining procdedure theexaminers construe a
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alaim, if: functional.a Jittle, Lo express a

-,;cqngrete:technicalwideaisand-subsequently
~-the .claim.is. patented....:Tn. such'a .case a
canclaim similar -to a-U.S. means combination
claim is: allowed .these days. '
(3) 'Now ‘we 'would “Tike ‘to ‘disciss ‘the legal basis
on which we may rely in ‘determining the
scope covered by a means combination claim
_allowed in Japan._ Artlcle 70 of thel.”

:f:Japanes Patent Law dlrec y relates to the

.”ﬂfclalmed scope of an 1nventioh and teaches us
'p_wwhat is the b i
Art'cle

s for dec d;ng the scope.

(Technlcal scope of patented 1nvent10ns)
;70 ' .

N 1nventlon shall betdec1ded onuthe basis
p'of the statement of the claim in the

Mttached to the request.”

- "The; technical scope :0f:. -the. patented

:invention®: is generally:interpreted to be
:tLhe: technical. features:of a patented
invention which would determinetthe scope

 of the invention to be protected.

riiStrxctly speaklng, "the technlcal scope
=”>wof a patented 1nvent10n“ 15 not construed

"Mtldentlcal w1th

'“of a patented 1)

wev_l w the term "s:ope of‘prot tlon"

'pw111 be‘used t__mean both._; )

According: to:Ar ticle:70.:the scope of
: protection of .an.invention "shall be

=A476—




Tivdecided ontthesbasis of the: statement of

.;; the.claim.”  This may be _paraphrased:

+: "the_ scope.. of protectlon must be

- interpreted, from the, statement of the
claim only." Generally, however, it is
understood that "materials other than the

‘Tristatement of the clalm may ‘be' taken 1nto

© cohsideration” ‘inorder- to determlne the

I gcoperof protection)

This general understanding agrees with

vithe provisions:of :Aarticle: 36, Paragraph

3*5&£Which4feads5asﬂﬁollow5fﬂ

“"(5) In the clalm or claime uhder
'('subsectlon (2) vy ‘there shall be stated
only the 1ndlspensab1e constltuent
features of the invention ‘or ‘iriventions

& descr ibed inithe .detailed .explanation: of

stherinventiomn. ' Howewver ;. :in addition,
" stating specific-forms :of theé jinvention

e inventionsyis not precluded.™: s

fi:Relylng on thse prov151ons of.Artlcle 36,
‘JParagraph 5, some people are’ of ‘the

“ﬁ'oplnlon that the “detalled exPlanatlon"

" and the draw1ngs should be carefully read
'  and reviswed whenever the scope of
:Jprotectlon of a patented 1nvent10n is to

" 'be dete mlned. Thls oplnlon, whxch is

”domlnant_am ng those 1nterested in, or

:studylng, ‘he Patent Law ‘and’ patent

':practlce, is based on the ldea that a
'”'clalm descrlbe con01sely only the

=
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~r-elements indispensable-to .the.invention.
Y ig generally said that'matérials other
‘than the’'claim might beé used”to interpret
" the ‘scopé of ‘protection,” in the following

¢ The statement of the. claim is
inconsistent:iwith:the:degeription in
_”.the spec1f1cat10n.r_? s
A: "detailed: explanation of::an:invention",
' drawinas-attached :to::the:specificatiocn,
Mthe p;loplty documents, and offlclal

,,gactlons and the appllc‘ht s re ponses

,wthereto are‘nam d‘as "m

(4) The Tokyo High: Court: dec151on does. not -

selearly show: how:the scope of: protection

. shouldbe ‘determined.: . .Bukt: the decision
reads:"The: 51gn1f1cance of the: component

‘ should be ascertalned by learnlng the

) The statenent of, the olain is uncelar.

IOVblously,_the dec‘51on‘sugge ts that the

scope of protect1on should be determlned

referrlng to the "detailed explanatlon“ and

!
f
T
]
|
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the drawings in case, '

?ﬁsub—paragraph (a)’, the state
Jclalm 1s unclear.' Thls obse vatlon will be

:”The Japanese cOurts, low cnurts or higher
ﬁcourts, have not power tn determlne the

s Validity,or.

'=QU99U§F§tmuﬁ§3tEGFsF9¥$ te9a¥9;a;9atent as

valid even if there is good reason to
beiiete-tnet the pétent-ie'inteiid unless

'.and unt11 the Patent Offlce de01des that the
patent is,, 1nvalld

.- Bome. appeals flled w1th the Court against
leged patent 1nfr1ngement are .concerned

h_w1tthatented clalms whlch cover also prior
. art andrwhlch should thus be 1nva11dated.

¥JIn such cases the Court sometlmes interprets
‘.A;the cialm to be narrow. enough to exclude
H:;:prlor art, whereby both partles are

'satlsfled This Judgement of the Court 1s

strongly opposed because it may-d y-the

= significance -of - thetrial:for: amendment of

:patent:and’the:trialfor~invalidatien-of
topatenty ? L i L

:atcall“that~the*JudgeS“construed“the claim
9]
nglnva_ldatlon.__ "

eﬁnarrow in order. to ev de reasons for

¢ (691 A means:combination: claim:describesithe
wconstituentrelements:of~theinventién in

«Tunctional and absktract; Language;. : Thus a

HL179—



 ﬂThought Key 2“"

© Hawingsstudied the: TokyoiHigh:Court:Decision, we

. ;means. comblnatlon clalm appears favourable
:‘to the appllcant.A But 1t must not contain
J_technlcal matters whlch are descrlbed in the
km"detalled éxplanatlon“-but whlch are not so
descrlbed 1n such way that they can be
*understood by anyone hav1ng ordlnary skill
“in thé art to which the invention belongs.
‘Tf"Such technical matters are written in the

" SG1aim, "the claim, which looks Broad at a

““glance, should e’ carefully read and be

”‘compared with thé descrlptlon 6F the

'”“spe01f1cat10n, thereby correctly determine
the scope of protectlon. o

“Due to the reasons we have réferred to,

nd'w1ll be“a" stron

““there"* ‘tendency that

thé"scdbe of'prbtection“of'means combination
“Colaim is” narrowly 1nterpreted oni the basis
“SF the embodiment’ dlsclosed in the

' spec1f1cat10n because the'wordlng of claim

‘315 funct"‘nal, abstract and unclear.

zlearned-aidlot:of thingsiaboutiparticular matters

that we should consider when we draft: patent

__:specifications.1 Some of these thlngs are:

=Y1) Wording:of:a-Means Combination:Claim

B ¢ pr1n01ple; it would not be adv1sable for an
applicant to write a means comblnatlon claim,
+:There are- two: reasons. i First, the elaim has
irlittlenchance:of-allowancenduring:ithe o
siexamination procedure.Secondly,:if patented, it

o 180 _




has: the risk: of:being: considered to: have a
+-NArrow, scope.in;patent infringement.litigation.
‘o -Aymeans: .combination; claim- may: be: filed if the

s-invention :is a ploneer.invention or.-has novelty

odins combination iof.elements, and: cannot- be
properly «claimed . in: other . stylés -of ¢claim. If

.wthe; embodiment

£ the .invention fully and
auw Clearly-as. will be hereinlater discussed in
detail..; We.:should keep:it in.mind.that the
. 8COpe..Of. a. means combination claim is:
interpreted. .not according.:to the .functional and
- abstract,language used. in.the.claim but
-_agcq:dingxtq‘the;dgscﬁiptiqnprﬁthewembodiments

(l) To av016 a narrow 1-'

rpre atlon of a means

combination cla1m 1t would be effectlve to
describe and “i11lustrate ‘as’ “many’ “embodiments
s a8 possible.dn dts "detailed: explanation"

. and: the.drawings.; There;seems: to-be no
other- way: than s0: doing.to :secure :a:broad
: scope: of protection. i

“(2)° The’ above-mentioned appellee filed d patent
appliéation’ £6rits own' apparatus for’

aiuEdotir g ball bedringss " Tn' His'

U specification the appellee referr&d td the

””Ehﬁjébtfpé%enﬁed”fhdéﬁtidﬁ”hs‘§fidf“£it,

‘% jnventionand ‘tated that,h;s apparatus
“glimiinated said*drawbacksi” -In“the Tokyo

» this -is.’the case, it dis essential . to describe. - -




“histrict ‘Court;> the‘appellee submitted his
tigpeeification ‘to the Judges as evidence for
i. iprowing’ the: patentability of- hisiapparatus
s over: that 'of ‘the ‘appellant®s..” Heipointed
-foutVtobthe“Judges%fhevdifferEnce»betWEen hia
Cinvention ‘and ‘the subject ‘patented invention
»rwith respect:to functional ‘effect ‘and then
asserted ‘that his apparatus wasioutside the
hscoper of ‘protection 0f the’ subject:patent.
+:The 'appellee's ‘specification drafting’
technique ‘@nhd’ his“argument’ presented’in the
‘Tokyo ‘District Courtturned-out to i/
:feffectiVelyfcthince the Jedges that the
“rtechnical 'subjectof his' dpparatus-(i.e.
two-cycle operation) was: advantageous: over. .
the technlcal subject of the subject
1nvent10n (1 e. one-cycle operatlon) whlch

”snwhenﬂthe?subjECt%patent was i'ssued, ‘a multiple

swelaiming 'system: was notibeeni’adoptedisin Japan.,
<»Thus ;- £ an ‘application was' filed, ‘claiming

priority based on"avU.§. application; the

,Mﬁdependent clalms in. the U 5. application were

usually. added. to ;the:specification: as.
"additional technical aspectswhich were
described in, the form of dependent.claims, but

. they were not real claim...The specification of

. .the subject. patent contained. "additional
:¢E§9h9i9?ln659§9t55rmwhicnstheaTQRQP»District

... Court. took into.consideration.in-making the

L8z




"“deéieiﬁni “fnthe 4ecision the’ Judges poxnted
‘out’ there has been a tendency that wadditional
technical aspects" is used as a:basis.for:
determlnlng the scope of the clalm.”

: In 21976 the! multlple cla1m1ng system came- into
-+ being also: -in-Japan. : Now: dependenticlaims which

Mdetailed explanation: of: the. invention!. may be
. allowed.: -But no court: decision: which. suggests
;how, to .interpret .the .scope of..a dependent claim
has: been.made. yet. -Some patent.specialists say
that an embodiment~describing: claim (i.e.;
_ dependent claxm) helps to clarlfy the scope of

dependent clalm may functlon to narrow the scope

. of protection of the maln claxm._ Some other
patent spec;allsts therefore warn usg that a
dependent clalm may be uSed by the court 3udges

f the ma1n clalm, 1n ot :; wo:ds, to

narrow the-scope of the cl m_

soGenerally:it-is: recommendable: to use’ a'means
rocombination:claimydsar-mainsclaim-and:to:file

w-dependent ¢laims(iie.:embodiment-deser ibing
claims)ewhich%deﬁine concretely’ the structure
.and material of each means described in the
means comb net on clalm._ Unllke to cases 1n the
Unlted States, therlnterpretatlon of the
multiple claiming system has not yet rootéd in
.. Japans o We:therefore:must:-make all+out efforts

Zigs-

- wcaldfor-therembodiments:-described: in e =



,to draft the best 90551ble‘means comblnatlon r

‘ cla1m and the best possxble dependent clalms.

4) Embodiments: i

The 1as£fﬁafa455pﬁ’of“ﬁéhy’ﬁétéﬁt spééffi&ations
+ i reads " The: above~-described :embodiments are no
':moreathanMexamplesﬂbf fhesinvention, @nd“the

invention isvnot: Limited to these embodiments."”
<%Ausimiiar?paragtaphiisﬁwrittenﬂalso-Tn*the

nsubjett: patent: specification.: ' This paragraph
> ' rreplica of the followitg
. descriptioniwged; in'the correspondlng Uus.

patent spec1f1cat10n-'“-f:“”f”

‘?nderstood that hlle the present

:1nvent10n 1s particnlarly 1llustrated and

descrlbed as applled to such an operatlon, it
cah be embodled in materlally dlfferent

“Tskruetural z arrangements and applled to other

iparts. nt It remalns questlonable “how mﬁch such

Jparagraph helps determlnevthe ecope‘of the A
“Tinvention in a: manner favorable "to tre patentee :
“1n a patent 1nfr1ngement lltlgatlon.” The

decision of thé”Tokyo’ ‘Distridt court Feads: "an

Zminvention noty coneretely described ghould not he ™
And. the:sTokyo:/DistrictiCourt:did
»not: take® intosconsiderationugaid last:paragraph

»iiprotectedy s

0f:the subjecét:patent speCifidationi??ﬂ#fﬂ

“In practlce,'some patent spec1a115ts recommend
“Saddlng SLmllar paragraph to the spec1f1cat10n.

6. _Summ x:

z1)~the Japanese:Patent:Law:includessnio provisions

defining a so-called means combination claim,
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"In ‘both the ‘patent’ examlnlng procedure and
'*fpatent 1nfr1ngement lltlgatlon a ‘means’
57comb1nat10n claim Has not' yet been regdrded as a
established category and,-ln“generalytlt is
o regarded.as a;proplem to a claim using.a .:
functibnal-andyabstfactglanguageaL-

'2) ERE el Shents ot B EIALH “Ht & e
functional and abstract language, ‘the claim
would be usually rejected because of the
violation of Artlcle 36, Parag_aph 5 of the
Patent Law as not descrlblng the. structure of

“invention’ clearly or ‘undéri‘the body of ‘Article
29 es”descrlblng an 1ncompleted 1nvent10n.

3) If a claim written in functinal language is
patented, its scope of protection may be
cong'trued tobe narrower based on the description
in the specification provided the language used
is held to be unclear. {See Article 70 of the

VPatent Law. )

The Tokyo High Court Decision on "Apparatus for
Manufacturing Ball Bearings", December 20, 1978
is believed a leading decision concerning the-
scope of protection of a means combination claim.

4) It is advisable that the applicants should use
as less functional language as possible in
claims and that they should describe as many
embodiments as possible in the specifieation if
they are to file a means combination claim.

References

1) shoji Matsul "Patent Management", 1980, Vol. 30,
No. 5, p. 478; the reference shows a court
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;... decision, whlch determlnes the Bcope of a claim
written .in. functlonal and abstract language,

1 -BGe0rding. to, the. embodi

nts desc:lbedzln the
2) 'Toliru ‘Tanabe "Patent: Management",:1978, Vol. 28,
No. 2, pJ#14ly the reference. teaches some

. Anterpretation of abstract language used in
Z_Qlaimg. I

8. Documents Attached”

_ fl) USP 3 079 678, Claims 1 and 2

L2 The Engllsh translatlon the Tokyo ngh Court
- Decision, Showa .51(ne). 782,3ﬁgg§§pn§"L
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" means - respon51v

“relative dimensi

clsims L 'and 2 ok use 3,079,678

'raceways and provid1ng a 51gnal'determ1ned by the
':space therebetween, ‘a plurallty of supply means
“each’ contalnlng a ‘differént size xange of

antifriction’ elements “for- assembly ‘with said rings,

“E common recelver i operatlve assoc1at1on ‘with all

said’ supply means’ for rece1v1ng antlfrlctlon

" elements selectlvely ‘metérd from any ‘one of ‘said
"'suppy means, meterlng means “for each’ of sald supply

glng ‘means for

'automatically 1oading a predetermlned nu ber of

-affthe-ga&ed“paxr of raceways,

” S&ld recelver rece1v1ng ant1fr1ct1on elements from

e plural1ty of sources'prov1ded by said supply
”hmeans and hav1ng as&ngla outlet ‘for ‘saiad’ elements,
and - assembly means cooperatlng w1th the’ outlet of

"“'said ‘common recelver for’ assemb11ng ‘the’ selected
dntiffictiba elements ‘supplied therethrough with

the gaged rings.

=187



2. Apparatus for automatically gaging and assembling
cooperaﬁing parts such as antifriction elements
.ﬂbetween 1nner and outer‘bearlng r1ngs comprlslng,

ueﬁ_guglng means for comparlng the cooperatlng

.a substantlall‘ﬁdxsh shaped Jfreceiver cooperatlng

... with all said supply means. for Jfeceiving .
""" ' 1-;:fw{ant1tr1ct10n elements selectlvely metered from any

one of said supply means therelnto, meansg

;;ﬂsupportlng sald supply means. in relatlvely spaced
. relatlonshlp about the perlphery of sald rece1ver
for selectlve automatlc loadlng of antlfrlctlon

. elements:from the supply means 1nto the recelver,.

';“m(ter{ng means forg_ech of sald supply means

:espons ve to. the slgnal;prxv1ded byzsald gaglng

‘on elements

supplled therethrough w1th the gaged raceways.
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DECISION NO. SHOWA 51(ne) 783

Decision:madeson:! December 20: 19787 /1 .

“Kabushiki* Kaisha’ Tokyo Selmltsu

NoT. N.-Eoyo Bearlng Kabushlki Kalsha
«roriginal- Decision:® “No.~ Showa  44(wd) 6127 made by the

‘Pokyo District Court: s

w{Page 326, right icolamn,~line 42: to"page 329, right

column, line 20)

Pe prilisn o REASONS' #

1115 Bothiparties rconceéried Have tno dispute about the
,ipointithaﬁftherappél#&nt9oﬁnéd$dﬁ exclugive license of
”othe;thSEntfpaténEﬂrightuﬁrdm Ocﬁébéf 18;71967%to
'1August:29 1973, the 'point:that the’ scope sof “EHE
patented: inventxon as’ clalmed g vjust vas dlscussed in
reasonfzu{dr:whfchwtheﬁappéliénﬁsffleftheféase5ﬁndﬁﬁhé
poiﬁtfthaﬁﬁ;ﬁeaappeIIEenﬁaﬁdfédtﬁﬁéa'Bélribearfngéﬂfﬂ

during the ‘above~noted period, using the apparatys ‘owned

v erbyothe .aPPEI-J;eE-'.f T FEeRs SRR N S A R ;
2412 ﬁcaocaing;ta the ‘claimed scope “of "thé ‘patented =~
inventfdh,foferﬁﬁﬁicﬁ-ﬁhéreNESéﬁo«diSputé betwden "both
pacties,: the ‘patented: ‘invention relates to ‘an apparatus
for -automatically ‘Selecting and assembling, a pair ‘Gf

partsisuch ‘as inner: ‘and ‘outer: bearing rings ‘or ‘the &

gt corresponding: inner-and ‘outef: parts of ‘a bearing and:’

i 189 —




intermediate parts to be arranged..between. the: pair of

parts. The apparatus comprises:

{1) a‘plurallty ofpsupply neans” each containing a
different size range:of intermediate:parts;
oo {2)emetering: means; for. comparing the size: and -
-:1oading. a:predetermined number of intefmediate
-n-parts: from: a: selected:. one. of: the;supply. -means,
'(3) gaging;meaneyfonﬁautomatically comparing the
.‘Wsizes“of”themcooperatingﬁfacesfofmthe~iﬁner
cand.outer: parts-and controlling-the metering
means, and

(4) assembly means cooperating with the metering

ghmeahggﬁorﬂassemblingﬁtheoselectedqiﬁterhediaté
L p..a.;'tsl.z'and‘ theinner :fand.;o,‘qi;_er;-:.rp.art'su'*examined-
-Apparently it.is.a component-of ;;t'he,..f;:ini\lren,t-iqn r::that
“the me;eninggmeansﬁandathegassemblylmeans-qaqpera;et;
3. However a-- the language ."assembly -mea as. .cooperating,

‘Tuithathe;metering:means iisvery: functlonal -and ; very

absttact.g It ‘ig imp0551b1e to understand from the
= ¢laimed-scope . of the 1nvention hOw the meterlng means

and the assembly means should cooperate so that :they may
be cons1dered 40 she cooperatlng 1n_the;senseﬁoﬁ;the.'v

mord used..: Fu.l;tih.e_r: , -in «view .of Ex:hib‘-i' b A=2, cther o]

'!Avaliﬂity;of;which-was ngtyquestioned;atheEintended;5}-'

meanlng -OF, the Word : cooperatihg@Qdéesﬁhdtfseemntofbe
directly stated in _the: spec1f1cat10n of the patented

lnyantggnm;}Nor is prov;ded .an ; ev1dence whxch proves

ST2190-




“77 that’ the Word Vcooperatifig” Is iiged and tnderstood to

mean aspec1f1c technlcalmat ter ln ‘EHe fieldofart to

WHIBH thepatented fnvention’ belongsy” Ssieh Compondst.

i gescribed in’a “Eunictibnal’ and”abstract language  Shotld

< et Aisdlosed in tie ‘Specification and’ drawing’ 4y to its

”strhé%ure“and“fﬁﬁéﬁibhﬂ’ﬁﬁénﬁif'ﬁts*tébhnldal”éfénifi_

Udahse’ 15" ot cTedrly Undetstosd from’ the specification

“§¢’ tie’ orifihaty ‘fedhnical Knowledge! " {If ot @istlosed,

such®required ‘Gomponent will®be “ondidered ‘to’ represent
no' mo¥e” than a problem to be solved by ‘the' invention:)
A requited’ component’ Ehotld be’ ¢learly’ Understood based’
on“d Goncrete techhidal idea which 15'd@efined by ‘the”

structite’ dhd FUHEEI6h OF the  component. “Thid Will be

‘jlstified sifice the' object| cohstruction and’effedt of

expidnation® of ‘the ‘inVention™ and’

an” invi

113

tioh" shall 'be’ described” in’ ths’ mdetailed’

nly the' ma.tt ei'?:‘: SRR

-~

IRAiipensanTs’ to the Condtriictidn bt the lnvention

déskTbad” in’ the “detailed explanation® shall be ¥ '~

“descrived inthe'"scope’'of’ démand” £ér patent™ ‘and’ since

o g

FLhe” "slopé BE demand for’ patent® shall’hot disagree’ with

thé "detailed explandtion 4nd the' latter”mist Eully’

support the” formér. It 1S’ therefore nécessary to "~

“laterpret tationally the teqiired éompohent *ehe W’

metering means’ and thé assembly’ means’ cooperate® ‘from

_ the drawing and ‘wWhole specification)’ in"an-attempt to

grasp the' technical significance’ or ‘idea” of thé™

““zomponenti’ Y
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... The appellant, pointed. gut, that the present patented
..: invention-was a pioneer.invention and argued. that the
component "the metering.means and the assembly means,
';;e%eastﬁﬁe:p5?901§¢99%hb6mint%5fxstgéﬁﬂiﬁharaﬁat?nqeﬁ9"1Y
..£o the structure and function achieved in an embodiment
.which. is described in the, specification..  However, the

.Significance of. the component should be ascertained by

. Agarning, the. technical. idea disclosed .in the embodiment

ahich is degcribed in the, specif

, component. is. stated in a very, functional and abstract

language as. pointed out above and, it

significance. cannot be_ sal clearly. understood

.from the specification and. the ordinary technical .

"achieyed, in_ the embodiment.. (This court's epinion.

the, following, p ph 4 is not concerned.

rnction of. an. embodiment

..described, in, the_specification.) Obviously it is wrong

;%o claim a techinical idea which, is mot described. in.the

specification. to. such. extent, that any person having.

common knowledge in. the technical field to which the
invention belongs. can easily effect the:working of, the
1invention, while using. a functional and abstract . .

idea. .

Aanguage. to define the technica
4. Now. the component "the.metering means and the. ...

assembly means cooperate” will now be studied
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“of ‘the ‘above-mentionéd” Exhibit A-2, the apparatus, i.e.
only’ one embodimént deacribed-in'the3§§ecificaticn“of”.
the ‘present patehééaviﬁveﬁtiahfigﬁcaﬁeiaeraaita*havé"the
follow1ng construction-and ‘the’ following fariction. fThat

-’iS) the différénce in' &ize between inneér dnd outer: parts

T{ive. inher and outer rings) is’detected at a gaging
dtation 11.” ‘Thesé parts are put’ togethar) and the
fé§u1téat*aégémbiy*ig*traﬁsfér%éartb a'position get”

below” thé diskZshaped tecéiver 17 of 'a ball assémbly
statin 2057 1A thé meantiné’ e 6t a numbér of ‘supply

“units 217for sipplying intermediate  parts (ie. balls)
of differént ‘sizes 'is'selected according to ‘the "résult

of ‘gaging“of i 'tﬁ'é;‘:-'il‘lneé":’a:’ﬁ'a ‘Buter t:l.ngs R ndter 1ng “Unit

131%is actuated to release a predetermlned number of
@ballswinto~the"receiver 170% These balls ‘are’ fed throuth
"a single outlet port of ‘the receiver 17 and loaded e
bétween the inner-and‘outer-rings-which~are p051tioned
below the’ receiver 17, whereby ‘a bearing is assembled.
The" metering unit 131 “which® is a metering means fbr \
selecting~balls tand'which-compriseS'a'solenOLd 132, ‘a o
central’ block 134, a- slidable block 135, metering :‘
'pagsages 145 “t6" 148, eta,y is operatively ccupled ‘to'an
assembly 160 which is “an - assembly means (and which '
‘“-‘comprises a plug 155 £or moving ‘the’ inner ring Of

center;a cylinder 156, a- half-moon shaped pr03ect10n

161, ‘an arm 164, an a1r cylinder l70,_an abutment 167, a‘“

force applylng-arm 180 "for deforming’ a rxng_l?l and-the
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_outer ring,.an abutment 186, a.spring. 189, an actuating
stop 185, .a cylinder. 195, a toggle assembly. 192, a rod
~x;9§1estse>«?ye@€99§ﬁQ§stﬁ@rﬁsseiveen%?eénélaxbal%r =
eioadiDS;mesbénismﬁ(whéghesompri59§j@elqadins carrier.:
Q;?P§ra§¢lPadEnG;Elupé?Egzoﬁw an air cylinder. 208, etc.).
The. meterlng un;;';Sl supplies-to. the receiver. 17 a ;.
predetermined number.of, balls of.a specific size which

has.been. selected according. to. the=detectedﬁd§§§efgpge

?etkﬁea%isrqovqa292~9¥9xéé¢d;?y aqs%eex@eZQ%sané remain
between the groove-202 aﬁd.the.loading .plunger 206,
;jWhen the assembly 160 is.actuated, a: gap As, prov1ded
between -the 1nner .and, outer rlngs for,. rece1v1ng the: . -
fmb?l;§°tmgh%ﬁﬁafﬁ%Fﬂth§3;935ing plunger.206.is retracted
" (or moved . up), whereby the balls roll. through a passage
21c. at the lower end of the. sleeve ;204 .and are 1oaded

between the. inner .and outer rlngs.: This .done, .the ...

of the loading R?%Qie¥;295aEF°EEUQES:}QFQeFb% qaesqz_,
betweﬁﬂyEhsAinﬁefoaaégéute:arin9§ (at tnegbés%t§9n¢§hewn
.inuE%Q;,2Pﬁ9£eth9upsesentipeteﬁﬁ;Rublisatﬁqni.AQd;th%n
_returns to the initial position.  If the balls are not

_properly -loaded due to,.for example, .jamming, the . ..
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loading pliinger ‘206 ‘€annot complete 'its full:downward
stroke. " If this (isé.”incompléte ‘loading of ‘balls).:
happehs, ‘the machiné i§ aitcmatically ‘stopped.: s ./

“”As‘bvidehtﬁffom-the‘ébove;ﬁfﬁ*thé"appatafdsoi~‘=

described ‘as ‘an‘embodiment; the<balls ‘selected ‘by ‘the:

roll

'1éased 'ints ode raéceiver;,

metering means-ar

“T'YHrdugh’ ‘the ‘réceiver and“the §ingle ‘outlet port of ‘a

‘””loéﬁihﬁ*méohéniéﬁfﬁséoéiaEedﬂﬁith*thé*rédeiVér;Landﬁf
finaily“loadeé*iﬁ a“gdp bétweern ‘the 'irnériand ‘outer
"?in@g“ﬁhibﬁ*afé*pogitioﬁed‘Eélo#“fhe’logdihgimeoﬁaﬁism.
Balls of fﬁb‘dffﬁdré‘Sizééleéhnéﬁwéxist”étﬁthéﬁsaﬁefﬁime
“'§#n’the ‘receiver. 'Balls of a~§i¢e*sui£a61évfarrcheanéxt
pair of iﬁnét°Sﬁﬁjoﬁtéf:tfn§é*éfé ooé33é1écfﬁdfbyﬁtﬁé
7mé£étihg*ﬁééﬁéﬁot“féleaééd?iﬁtéffheﬂfeoeiVef“until'the
l*””&ééeﬁbiy”méaﬁ§ﬁcoﬁﬁlétéé”th&ﬁééébﬁbliﬁé ﬁrocéséWTi;eﬁo
CbaTT lgading f o7 That” is} the ‘metering: fieans ‘and ithe
*aééembij?méﬁﬁé*opéfétéfiﬁfsuéh-awway;1ﬁawxWhe&ﬁdnefdf
them'” fxnlshes work1ng, “Ehé "otHér starts workxng and - that
when “one “of “thém* stops worklng, the other stops worklng 3
or starts: golnq £d1é% “One- of ‘theém cannot keep on*f**
worklng 1ndependently iof¥ the operatlon of the other.~
' assembly means cooperate ¥ whxch is- observed inc the
'apparatus “ar embodlment, should therefore be consxdered
ko “mean ‘that the metering meanSnand-the-assemb1y~means
oohﬁforfééch'oﬁheflé‘opétatioﬁl ‘ThHat " 15, these mEans

gre put in a-so<called oné-to-oné relatlonshlp ‘or ‘an’
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inseparable;r61ationshipag The -gpecification contains no
description which.would :imply:otherwise.:. (Indeed: the
published-speaificétion.rﬁads an pagévij:right,colgmn,
lines :15-17:. "It will be understood-.that while the
present -invention ds.particularly.-illustrated and. ...
descﬁibad»as;appliedftqféuqha@niqaegatiqnmait;San\bﬁﬁn
embodied -in materially :different structural arrangements
and.applied .to,-other . Pé‘r?;tﬁss':'? ;- :But.the ;:.5 pecif iFé tion does
ﬁotcﬁhowra;concretngonﬁitqqkiqngoz function which . .-
.smaterially. differs. from the:above-mentioned, embodiment,
::suggest -that ;Tthe .metering means-and the.assembly. means
cQQP%Eateﬁfﬁhoql@:be:int%zp:qtqégﬁifﬁgéenﬁalg
s;rnﬁviewgqﬁﬁthqggqué;ieaiéﬁygasqeabigﬁtp;séPS%dsF
;he:compqnent;3the;me$e§199;m§én§;qn@ﬁtbggéﬁseﬂ?%xwmﬁéné
'cooper@bgﬁxtqumeanﬁnok;gnlxg_é%:th%a@PP%¥¥§n?w§§$%ﬁ§Sdr
that . the assembly .means receives.the.intermediate parts
:{ilse. balls).selected by .the.metering means,. through .
-another. ball-holding imechanism, .but.also .that .the . .
metering ;means.and the assembly means control each
other's Qperatiqngandaa;e;thusﬁpgkﬂinaéy§Qz$al¥9§s;@w
‘one~to-one.relationship .or an.inseparable relationship.

5...The construction and. function.of the.appellee's .

‘.apparatus arejust .as stated in.the:original decision,
~reason;:5. (see front.side.of sheet.7l, .line 1 through.

reverse.side of sheet 73,:line. 3; the.term “"conveyor .

device” on.front side.of sheet 71,-line 10 and the last
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"“line should be changed to "dieéhargevdeeiéé“)l"“"

6. HéGording to the statement as spécified in the '

#clprééédlng:baraéfﬁph”g,uln'fbé abééllée‘é'appafathé a"
”:aéviéé 362”Ghicﬁ"ﬁéméfizéé the naiber of'bails;”etdres

“"balls and feeds balls and whlch comprlses a’ ball

-mdlseh' ge-port 312, a ball dlstrxbut‘ ig plate 319, a1
disc 324, BaIl" sbor1ng cyllnders 326, etc.'ls prov1ded
between ‘an asSembly’ device 117 (ije: assembly means) for
assembling iAnés ahd’ oliter Tings and a Baill coantifig-
devide 301 (i.e: mete¥ing means): The ball counting”
device 301 Goints BAlls and measures the sizes of balls.
A predeterm1ned ‘numbey of balls of a spec1f1c size’ ‘which

Yhave been counted and measured by the dev1ce 301 arg”

supplled ‘through™ the” ball dlscharge port 312 and the
'ffball dlstrlbutlng plate 319 to6”a number of ball‘storxng“
hﬁ-eylindefe'jﬁéfﬁbicﬁ{aie“disbeeedﬁbn*tﬁé‘effcﬂﬁfefenée:of

the disc”334." ”Aﬁd’ the balls are stored”in the cylinders .

126." ‘The balls are’ dlscharged when ‘the* reépeEEiGe?7“

Jﬁcyllnders 326 reach a flxed dlscharge plate 410, whereby,
they are suppl1ed ‘to the assembly devxce ll and loaded
between the 1nner "and’ outer rings. The txme (or cycle)
-durlng which the balls are’ supp11ed from the ball

l‘countlng devlce 301" to the cylxnders 325 of the dev1ce

- 302 dlffers from the ‘time’ (or cycle) durxng whlch ‘the .

;vballs are supplled £rom the cyllnders 326 to the g

3aseembly devlce ll. Thus,:the ball countlng dev1ce 301

{i.e. metering means) and'phe assembly dev1ce 117 {l,e.
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assembly means), can operate independently of each other

through the device 302. That is, one of them can keep

on working even if the other is stopped. Obviously, the

.deyices 301 and 11 do not control each other!s operation

and dofnqtthege:en_inseparable“relationship,?unlike the

metering Means. and the assembly means: of the patented

alnventlon whlch c0ntrol and have .an 1nseparable
_Qrelataqnsnlph;neerder;tofput.tegethes_Fheulnaerteéan

the outer part and the intermediate parts, Further,

acgording to_the documents attached to the original .

_.:decision over which both parties have.no dispute and,

. Exhibits B-26 and B-27 and the arguments which are

considered valid,‘theﬁappellee;s,apparatus operates in

- Measuring, andfehsﬁeeSOB@ §tqu999§1§s199e9i,eeeemeleng-
uJ.Theacycletof,the-first step-is made shorter.than that of

l.mthersecond step, thus achlev1ng the functlonal effect

\e9ﬁb9r+ﬂ%tweu£f%ees F9uPF$P§F y

“polnt oE v1ew.1,b

which the appellee clalme -,that 15,.the apparatus

"tworks w1th a, tlme 1oss 51nce the flrst and second steps

%eﬁsﬂtypes;OEeba%Aeﬂte,

'assemble bearlngs of the same 91ze than 1n the e

.convenktional epparatge,;“ﬂenge, the appellee s apparatus

Qoesfnot_hevewenco@ponent 'the metering means and the

assembiy means»cooPerate and should therefore be held

ko, dlffer from the patented 1nventlon from a technlcal
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i 1747 The appellant argued that the appellée’s -apparatus -
hagd althhe"fééefred?coﬁﬁehehtshottthe%batented
;ﬂ'lnventlon and dlffered only by the prov151on of the
i?dev1ce 302 and that ‘the’ appellee s apparatus fell w1th1n

" £he . scope of the patented lnventlon. As mentloned

b b e Bt AR A

h“above, however, the appellee s apparatus does not have'

Y

'“the Component of the patented 1nvent10n,'1 e.:'the

'}ﬁmeterlng means and the assembly means cooperate .H tﬁé“

*'meterlng and assembly means ‘of the appellee 's apparatus '

" have ‘a relatlonshlp dlfferent from that between the s

meterlng and assembly néans of the patented 1nvent10n o

pgfand do brlng forth partlcular nctlon effects dlfferent

JQLfrom those achleved by ‘the patented 1nve“tl°“'l

Creis reasonable to say ‘that the appellee s'“””

apparatus does not fall w1th1n the techn1ca1 scope of

:"the'p tented 1nvent10n. Polnts other than the -

above dlscussed ones need not be consldered.

B P In v1ew “of the foregoxng the orlglnal dec1s1on o

: rejecting the appellant ‘s c1a1m in’ the maln 11tlgat10n -

“s Justlflable. “rhe present appeal is groundless‘and is”

kahereby rejected. The$costs of the present appeal shallx

“be borne (by the appellant) as stated in the text oE thef

vpresent dec1sion, in compliance w1t the prov1sxons of .

"Artlcles §5 and 89 of the Code of ClVll procedure.
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~J. J. .Hagen, Mansger, Patent Law . Dept., Americen Cyanamid Co.
 CONTRIBUTORY INFRINGEMENT AFTER DAWSON

. My as51gnment today 1s to reV1ew w1th you the doctrlne
.of contrlbutory 1nfr1ngement 1n the env1ronment of recent U.s.
court decrslons, more partlcularly the u. S Supreme Court decision
in Dawson Chemlcal Co. et al v. Rohm & Haas Co.;.
Before we focus on the speclflcs of Dawson, we w1ll take
a hlstorlcal 1ook at the doctr1ne of contrmbutory 1nfr1ngement and
trace its development over the last 100 odd years, from Wallace v.
Holmes in 18717 to the most r,s?‘%{.“:—ap#oawé%men.t.éf the U.5.
Supreme Court on June 27 1980 | : N |
‘ Our hlstorlcal perspect1ve takes us throughwthe steady
growth of the 1dea of prov;drng a patentee, recourse agalnst one
who, . though not a drrect 1nfr1nger may, by “hls contrlbutlon "

make dlrect 1nfr1ngement 2 pOSElbllltY.me

Early 1n the hlstory of the patent system when reward

in the form of a llmlted excluslve rlght was g1ven to an 1nventor,

it was felt that the 1nventor (patentee) should not be 8O- -Limited-—

to the narrow conflnes of hls spec1f1catlon and/or clalms to
Ipermlt another an unfalr beneflt. As noted 1n Dawson3,ﬂ“the idea
that a patentee should be able to obtaln rellef agalnst thOSe whose

acts facrlltate 1nfr1ngement by others has been part of our law

srnce Wallace Y. Holmes. 4 The doctrlne of contrlbutory 1nfr1nge—

ment is de51gned to protect a patentee from belng denled hls

1206 uspg 385

229F,.Cas, 74 (No. 17,100) (CC Conn. 1871)
3206 USPQ at 389

Supra
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ekéluéive?fiéht'by:oﬁé}'ﬁhoylﬁithbut{di}éc€IY*infriﬁginﬁhthe

“patent; engdgesin’conduct’ which'permits’ others to infringe:to

the detriment of the patentée. "~ ™~

The high point in the’ development of this doctrine, most’

5 ot
CRFLEEFEE agree, BESUEFEd I EHe 1912 AR Hick 'decision . T From’

v this zenith; we ‘trace a steady erosion in the ‘findings of!contri-

butory infringement reaching a nadit’in’ the’ oft’guoted remarks of
Mr.'Justice Douglas in Mercoid@' ri{1944);, which wé' will® conitent ‘on
shortly. ¢~

Following the Métrcoid cases we see’ thé' reestablishiient

of contribitery’ infringéhent with the statutory codification of the

U.S% patent law in-1952° and the enactmeht  of Section 271 (&)’ 35-
United States Code,® il

Th' focusing' on'the ‘dctions of ‘one” whose activities werd™
qui‘té ‘separate’and:distinet from the''paténteée-invéntor and:whoke
activities but’ for'the' exigtetice of a’ patent, would be entirely "
proper, we recognize the concern developed in recent years on
the ‘improper ‘extension of the'patent right which h¥s' reésulted in

yet another, frequently tonflicting’ doctrine, that of "pateht’ -~

N BRE we' akd detting'ahead 'of our Historical ‘@nalysis which
sees, ‘followiig’ Wallace v. Holmes, ‘the Supreme Court's firgt ™ =

consideration Of ‘contributory infringemerit’ in’Morgan Envélope ‘€.

'vZEAlbéhy‘deéf7Cot7L”
5

6224 ., 1 79¥ey SENEEEEE R
35 U.5.C. 1 (1952) See Appendlx A(I)
7152 U.S. 425 (1894)

~ 201~



This case. involved: the pursuit.of one.whe supplied: rolls.

of paper. for.a patented.toilet paper:dispensing device. ;;.'The.:'-papgr, a

perishable commodity, was in no way involved in:the glaimquf ;h¢

patent which were.directed to. the paper dispensing device. The

court while recognizing contributory infringement, concluded that

fthﬁuﬁuppliex,gfaarpe§ishaﬁleaFpmmpditymgpseduip;a-p@t@éted~inygntion,

:should not be held a. contributory, infringer., The court's: view..:
‘was, buttressed by its; observation that. to. do. so,. would, provide ...

the patentee with "the benefit of a patent” on an article of.. ...

commerce. not. in. any way,related.to. the patent..

_.:While this early decision would.not seem to offer a...
fertile field for the.development of. contributory .infringement.
concepts, actions invelving the idea continued to occur. with the
dogtrine. gaining. slow acceptance through. the.late. 1890%s; with
its most. rigorous, but; successful.test:.occurring.in. 31909 .in the..
case, of. Leeds & Catlin Co . Vs Victor. Talking Machine, €o.,213.: ...,

U.Se. 325, , . ...

.. ::The patented invention.in Leeds involved the combination,
of a phonograph disc and stylus.:.The disc in.itself was not.
patented and its only use was in the specific patented combination

- of disc. and stylus...§ince at that time there apparently were

no other -commercially available styluses with:which. the disc . ..

could operate, the patentee sought: an injunction against the.. ...
manufacturer of discs, on the ground that interaction, between: the

disc and the stylus were the essence of the invention. ;pif;ﬁ ing
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the’ disc mantfidcturer guilty of céntributory infringement; the
court ‘di&tingiuished the result in Morgan Ehvelopé on''the basis =~

of "the "essential 'differences™ existing between the two patented

devié“e‘s:._.fﬂ.'t Sk

ROt ESE maRy Vears T1iter
infringement doétrine feached its zenith 'in the case of Henry v.

aA. B pick’ce:®

“Phe invention involved a printing machine which
the marufacturer (patentee); under a 1icédnse arrangement, required
purchasers 6f the machine to obtain' "sStaple" items, stch as paper

and ink used in the opération of the machine, exclusively from the

patentee’ "1

right toﬁf‘ éé: 

market for“the“”;ﬂ‘
invention
could Ee5limiéé&aby”such”cdﬁdyeions*aéﬁthé¢0Wne}“£he£e0ff@ished
to 1mpose.

ThlS dec1510n was, actlvely followed by.lower courts for .
several years, but.soon developed a contrary judicial zeaction .,
which found, its first expression im Motion Pigture Patents Co. v

EUniversal Film, Co.gf As is _noted. in Dawson,-l0

"in.addition to_ thig., 3ud1c1al xeactaon, there
‘was leglslatlve reaction as well, "TIn 1914
. partly 1n response, to the dec151on in_ Henry
S VLTATYB. Dick ol "224 U.BL T (1812); nggress
urlenacted Sec._3 of the Clayton Act,....rﬂ .

8Supra

9243 y.s, 502 (1917)
10506 usPQ at 394 (footnote 10)
. : 11pct of oOct. 15, 1914, c.323, 38 Stat. 730,
b i as amended =~ Appendix A{II)
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_ In Motlon Plcture, the patent covered a picture. pr03ect10n
apparatus. The owner (patentee)}, by attaching to the machine. a .
notice, attempted to condition the use of the machine to. the use.
of its (patentee's) film, We should note that the film had at ..
one t;meﬂpeenfpayented,_bgt,;het Fh?an#QPt on.the film had expired,
a situation not unlike Dawson as we shall shortly.see.  Deyeloping
the rule and/or perhaps reinforcing the same, that the scope of
the patent should be linited to the invention claimed, the court

found that the restriction imposed on the use of the unpatented.. .

£ilm was impropera¢~At~§llwaﬁh¢¢¢°%xt;§téyesam

.. patent in suit; . because 1t 15 .an.attempt,. without .
“statutory ‘warrant, to continue the patent monopoly
.in this particular character of film. after it :has..
‘expired,” and because to ‘énforce it would 'be to

.. .create a monopoly in_the manufacture .and.use,of e

“”‘mOV1ng picture films, wholly outside of the patent
in, suit and of_the patent law .as we, have 1nterpreted .
Siplm ' .

The Court concluded with the observation that ité$f§héin§:

-mwas:iﬁ'céﬁfiic%*ﬁith‘ﬁeﬁi&“%&ﬂﬁ B~ Dick Co. " ahd; “EREE therefore,”“

12:

the Tatter case” "must be’ regarded ‘ag’ overruled n
" Duzing the’ follow1ng 20° years, patentees probed “the”

periphery of Motion Plcture w1th the flrst real test’ comlng in 1931

in Carbice Corp.:: ‘27-(1931)

The inyén;ionﬂinﬁoivedjwas & iefrigere@;on;paokage utilizing

*dry ice" (solid cefboﬁ"dioﬁideita tﬁeJrefrigeEEﬁtfz'Br§yice was a

12243 y.s. at 518
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then well-khown ‘and widely used,” staple item of commerce.” The
patentee; “through 1ts' stle Ticensee authorizéd use of the batented
refrigeration packige brly to those Wwhe purchased vary ice™ £rom

its licensee.’  The’ Supréme’ Court, £ollowing the'reasoning of Motion

PIGtUES, GehTEd the Patsntbe TeIT6E 6 the grounds that the patent.
holder and ‘its licersee were attempting ‘to ekcludé others ‘from the
refrigerant business and that ‘such’ activities eonstituted patent
‘misuse, The Court stated: ™" ° '

5*"Céhtr61‘ovef”the”éﬁppiy'6f'eﬁéh“ﬁhpatenﬁéd”ﬁatefial”'
. is beyond the scope of the patentee ] monopoly, and
Coghisc Timitationtinherent if khe patent grant,”
not dependent upon the peculiar function or character
of the unpatented material or on the way in which it"
is used. Relief is denied because the (licensee} 1s
'iattemptlng, without ‘sanction’'of Taw, to employ the™
patent to secure a llmmted monopoly of unpatented .

U material’ used’ in'applying ‘the  invention.™ Id.,

The last case of controlllng 1nterest 1s that of

Leltch‘Mfg.“Co:‘v.\Barbe Co»»302 U, s., 458 (1938), whereln\

patent mlsuse was found 1n the attempt to 11m1t the use of B

process patent, coverlng the curlng of cement to those purchas'

an unpatented bltumlnous emulslon, the 1att r_belng a staple artlcle

of commerce,‘used 1n the process. ot

Co. v. G,.S, Supplnger Co., 314 U.S. 488 (1942) whlch.lnvolvedyew

patented salt tablet dispenser and an attempt on the part of the
patentee to control the market of the salt tablets.qeed?infthe apn B
dispenser. Herein the court for the first time likened the patent
misuse concept to the "unclean hands" doctrine of the equity courts.
The companion case was B. B. Chemical Co. v. Ellis, 314 U.S, 495
{1942). 1In the latter, the existence of patent misuse, prevented a
finding of infringement even though infringement had been actively

induced.
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. The B. B, Chemical case is of interest in. that. for the

‘ first time in the development of the doctrine, of contributory ..
infringement, a nonstaple item of commerce was ;PYQiy?dt;ngmle?{;az
an adhesive coated fabric particularly designed for-.use in:.the
patented process. for reinforcing the inner soles of shoes. In.. .-
B:p?r,Qﬁﬁmisﬁé+,thﬂxP5F€Ptee;@fsuﬁﬂz~un599c§ssﬁyllyu;that.the.eéar"m
Carbice and Leitch decisions. did not.apply because the adhesive .: ..
febric used in the patented method was not 4. staple. article of. ..

commerce and. thereby not. subject -to the holding of, Carbice and

Leitch. The court dld ot.accept thlS'g gument and held against
~ the patentee.ﬁf

While the

limited the doctritie of contri

quite the situation. It appears that doctrine of contrlbutory

1nfr1ngement was’ belng overshadowed by”the concept of patent

"misuse." The latter doctrlce was belng applled to varlous klnds of

..patentee conduct and grew out of the strong aSCendency of antl_;L,ﬁ@

. monopoly attitide which developed a rapld Tate in other.featuresLT”'

y

6f conmercial conduct during the 1930'5 and 40's°'°“"

The growzng dlchotomy between effectlve contrlbutory 1nfr1nge—

ment actlons and patent mlsuse prompted'the:court in Dawson to

observe.

13206 USPQ at 396 BT T

T 206 -




"although none: of these decisions purported. to cut
back on .the. doctrine: of. contributory infringement:
itself, they were.generally perceived :as having.
that effect;. and how . far the developing..doctrine. :.
of patent: misuse might extend was. atopic of: some
uspeculation;amongdmemberafof the patent bar. : The'"
Court!s:.decisions: had not - yet, addressed: the:status
Looofh contrlbutory lnfrlngement {o) patent mlsuse with:

CFEEpast EE BN tAR1E goodsy TANd) Some T GoUEES and eom=""
mentators apparently took the view that control of
nonstaple! items::capable only -of: infringing use might
not bar.patent: protection'againSt contributory.:
1nfr1ngement. This: View soofl received ra sericdus;iif

. not::fatal, blqw from:the. Court's: -controversial.decisions
in Mercoid Corp. v. Mid=-Continent Investment Co, 320
U.S5. 661, 60 USPQ 21 (1944} (Mercoid I), and Mercoid

. -Corp.:v. Minneapolis:Honeywell RegqulatorCo.: 320.U.8S.
680, 60 USPQ 30 (1944) (Merc01d II).

The Merc01d cases 1nvolved a patent that clalmed a furnace
stoker system, a comblnatlon of unpatented elements Whlch had no .

use outSLde the patented comblnatlon.‘ Mld-Contlnent the patentee,

granted an exclu51ve llcense to Honeywall to make,'use or sell the
patented system. Nelther Mld-Contlnent nor Honeywell 1nstalled

or produced the entlre patented system. Honeywell sold the stoker
sthch, whlch when 1nstalled w1th a thermometer and motor drlven::
stoker, formed the patented comblnatlon. The rlght to 1nstall o
E'..1:h:|.e comblnatlon was granted only to those puroha51ng the SWltCh
from Honeywell, w1th the latter paylng royaltles to Mld-Contlnent

. on the sales of the unpatented ew1tch Reducmng several years of

1ntense legal arguments to a mlnlmum, Mr. Justlce Douglas, speaklng

for the majorlty, noted as follows- .
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"The protection:-which ithe Court in' thaticage . .:
{Leeds: & Catlin) extended to''the phonograph
record,: which was ‘an unpatented part-of the;n '
patented phonograph ‘'is:in substance’ 1ncon51stent
with:the: view. whicli'we have: expressed in’ thisi case.
The rule :of the Leeds' & Catlin:icase- (No.‘2) accord—
ingly must no longer. prevall against the defense
that: a: combination patent:is:being used: to protect an
'wunpatented part from competltlon. B

+:The: result of thls de0151on, together w1th those

which have! preceded: it isto Timit: substantlally
: the:doctrine ‘of ‘contributory infringement. s What:
con residuum mays bes 1eft we need not” stop to con51der...."
60 USPQ at 25 25 ST

;%Justlce Douglas concludlnr remark was! felt by many legal

wrlters, (and jurlsts) to be the flnal na11 in the coffln of con-

“trlbutory 1nfr1ngement
' It was at thls perlod of tlme, prlor to the rewrltlng and

codlflcatlon of the patent law as 1t exlsted 1n the early 1950 s,

that the patent bar, concerned w1th what appeared to be the demlse

L i 5 Gl R

of contrlbutory 1nfr1ngement,. tructured what ~came to be,

Sectlon 271 of 35 U S C.14

Paragraph (c) thereof is the flrst 'h

.statutory deflnltlon of contrlbutory 1nfr1ngement " )

a Whlle 271(c) prcv1des a clear deflnltlon, 1t 1s 1nterest1ngly

enough, subparagraph (d) of Sec..271 that the Supreme Court had to

carefully conSJ.der in dec.ldlng Dawson. ‘ Sec. (d) deflned for the .‘

flrst tlme, certaln acts of the patentee whlch were excused from

Lthe appllcatlon of the patent mlsuse doctrlne

Now some 28 years after the enactment of'2717(c) and‘(d{;.
the U. 8. Supreme Court in 1980 faced the appeal of Dawson Chemical
'Co. from the Fifth Circuit Court of Appeal decision in Rohm & Haas Co.
v. Dawson Chemical Co., No. 76-4511 decided July 30, 1979. The

latter decision was an appeal from the District Court, S.D. Texas,

Houston Division, decided August 10, 1876, which found that

-14Supra
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“™Mthe result in the Mercoid decisions dictates "
.a flndlng of patent misuse in this. action as .
a ‘matter of Yaw,: baséd Upon’ stlpulated facts) ”

. Additionally, the Court has concluded that.
plaintiff's attempt “to monopolize “the ‘sale™

L OF propanll in this case by refusing to license
“under any circumstances’ constitutes an extension

cory..and exp101tat10n of its patent exceeding the . =

PAtERE BRP BT ISR EhHdEARE By tHe ‘Buprene St
Court in the Mercoild decisions. WNeither the o
legislative history, nor the subseguent -

. Judicial construction of Sec. 271 supports -
the plalntlff's ‘conténtion that the” ‘test for U

... patent misuse is in any manner dependent upon
““the ‘staple or nonstaple ‘nature of 'the infringing-
.ﬂwartlcle._ Patent misuse is an equltable defense

“which, if ‘established bars a patent Gwner ‘Seeking = &/
,equltable relief for direct 1nfrlngement under i
Sect, 271(aY, ‘active 1nducement of" 1nfr1ngement

“\inder ‘Sec. 271(&Y. “‘Séction’ "271(d) patent misuse
is expressly ancillary to these three codlfled
'torts of ‘patent infringément. .

' pefore ana1y21ng ‘the Suprerie Cour't¥s“dondlusion in Dawssn,

we sHould “Took at the facts® “briefiy. jfﬂé'ﬁé&eﬂfﬁcieiﬁééjtﬁé*uSé

G 4 aPeciFiE dnénisal ‘Conpeund, '37AYaEhTEEobropLoHAN TEAS, “Kadun

in éommerde 'As "propanil.'’ The compound pet se was ‘first patented
to Monsanto, U.S. 3,382,280 issued in 1968. “Mon&anto-sought s’

prevent Rohm & ‘Haas Col ' from manufacturing and 8611ing propanil

in an“sction- For®infringement which was’@6éided advers8ly td™

Motisants By the Bastern Distriét Court of BA in 1970, ‘a decision
“which was affirmed on’appeal in’1972 at 456'F,3D"592i
“ “The pAtent involved’in’ Dawsdn'was'U.S! 3,816;0927(Wilson),
Uobtained by Rohm’ & Haas Juné 11,1974, covering the use of -7

“propanil as a herbicida.l8

15161 yseq at 707-708

6claim:1l is: exemplary of- the-claims .in-the: "092 patent; oo
Appendlx A(III)
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While}the_patgpt_cla;m:dggs_npt_specifically SO state,

propanil is ﬁafffé”iaflyﬁefféétf_e aé‘ postemergence herblclde,

.selecthely kllllng weeds normally a55001ated w1tfﬁ

We should. note here 1n pa551ng, for purpo‘es of‘l ter

source (R&ﬂ),_ ould be dlrectLlnf_ingers of the_clalms of the

" ‘patent infsﬁit,;_ThegnawSOﬁyaggenaapts_concedeq;thishpoint.

Thé'ﬁéféndaﬂféhin}thé1@ﬁi@¥;fR;ﬁffinééﬁeht.égﬁiﬁn sold

' .propanil in .containers with labels describing the method of use.

We are ,told in the District Court decision that /the defendants
- knew when they sold the propanil formulations that such formula-
A,tions,would.be.used by purchaégrs_ih carrriqgtqpt the methods

descrlbed .on . the Jabels, "17 .

~aThﬁ~$uPF¢m§y§°Prt«ingeriEWiﬁgth99?15F¥iCF COUrL'S e
sunmary. judgment in; favor of DaW§9ng§9éfiF5;rﬁversalxbngaqu-%;
Court. of Appeals (5 CA),'° noted that propanil is a "nonstaple
article" for which there is no.other commercial use.except within
. the framework of: the Rohm & Haas patented invention. The Supreme

Court observed.that "The District Court.concluded.that Rohm & Haas'

conduct would be deemed patent misuse ﬁhdggﬁghgijdicial:gggi ions

that preceded section 271(d}." The court noted that the Flfth

Circuit of Appeals conducted:a‘"thorough” rev1ew of the judlc1a1

-developments preceding enactment of Sec. 271 and that a det 1led

17791 4.5.5.0. at 695
18599 F,2D. 685 (1979), 203 USPQ 1
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examination of legislative history ="

baMehHorough: review of’ the: judicial developiients
preceding enactment of Sec. 271, and a detailed
v axamination’ of ttheé legislative hlstory of that - :
provision, the court concluded that the 1eg151at10n
“rregtored’ to” the” patentee” protection: against. ‘con- e
tributory infringement that decisions of this
~=Court-theretofore  had underminedi~ T  geaure it
result Congress found 1t necessary to cut back
L on--the doctrineof patent misuse.”: The-Court: of
Appeals determined that, by specifying in Sec. 27l(d)
~ conduct that’ is not’ to be'deemed’ mlsuse.~'"CongreSS ‘
did clearly provide for a patentee s right to exclude
- pbthersiand regerve to:itself; "if it’ chooses,’ the’ y
right to sell noaﬁFapleS used substantlally only 1n
its invention,

Wlthln the foregolng parameters and notlng certaln
conce581ons the partles made w1th respect to defendants sale of

propanll and 1ts use 1n an 1nfr1ng1ng manner, the Supreme Court

observed that 1ts focus of 1nqu1ry must be the scope of the

doctrlne of patent mlsuse 1n llght of the restrlctlons placed on
l‘_that doctrlne by 271(&)

| i It had been the argument of Dawson that mlsuse'ex1eted

because Rohm & Haas had tled the sale of patent rlghts to the )

:unpatented propanll, and because Rohm & Haas had refused to grant

11censes to those maklng the chemlcal compound._ Dawson further

argued that 271(d) was not 1ntended to permlt any tylng arrange-

T‘ment, and that Rohm & Haas' conduct barred 1t from rellef w1th1n
-the meaning of 27l(d). o S
Rohm & Haas took the 9051t10n that 271(6) expressly
excepted its cenduct from a patent misuse connotatfonifandj“:“
further, that the result of its (R&H) activity, namely, an

extension of the patent right to control an unpatented commodity,

(-
14205 USPQ at 391.
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had by reason of 271(d) "express: statutory: sanctionl".,:

The Supreme Court in- 1ts 5 to 4. decmslon reV1ewed the

cases we have dlscussed, plac1ng heavy ,ocus on-the

Sec. 271 and how the latter:affecteﬂ'th contributory

1nfr1ngement and patent mlsuse;-ffw

Whlle one

1ght observe that the Court's

nalysis of the

1eglslat1ve hlStO y was 1ess=en11ghten ng- th,

11ked to have,had, the Court found sufi1c1ent support_ln its review

of the leglslatlve hearlngs to observe~thatu

- ~M'we. regard. each set-of: hearings.as- relevant-to:
a full understanding of the final legislative
. product....Together,: they strongly reinforce,the.. . ...~
conclusion that Sec, 271(d) was designed to immunize
~:Erom: the: charge .of . patent: misuse: behavior: similar:;
to that in whlch the respondent has engaged w19

Follow1ng 1ts analysls of the leglslatlve hlstory and

'fnotlngvthat nothlng in the leglslatlve hlstory supported thexﬁJ

Dawsan argument that Rohm & Haas' behav1or carrled 1t out51de ‘the

scope of 271(&), the Court touched on several, more recent cases,

whlch 1nvolved 271

J(l962), Deepsouth Packlng Co. v. Taitram Corp. 466bﬁA§ 518 (1972)

'and the Aro Mfg. Co. cases.u Th 'Court s analysls of thes o%t

”01ted cases provxded 11ttle support for the Dawson p051t10n}““

o Perhaps the best express1on of the majorlty can ‘be found

at 206 USPQ 407 Whereln the Court states' A

1920._6_-—;HSP9-s_a;t: 400
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i he “gen
principle* thats the’ boundasy of a patent monopoly
“ris boiiberlimited:byithe literaliscope of .the:patent
claims. But the pollcy sfistimulatingiinvention that
underlies the entire patent system runs nc less deep.
=andothe :doctrine’ of contrlbutory infringement; which
has been called "an expre551on both of law and morals,....
can be of crucial importance in ensur¥ing that the:
endeavors and 1nvestments of the 1nventor do not go

The:Court concluded‘w1th the flndlng that ‘éhm & Haas'

has not engaged 1n4patent mlsus —5

propanil, or by 1ts refusa
|120

to. llcense others,
commodity.

" This conclusion, a 5-4 decision, may Havé come as a surprise

to many, and for those students so inclined, it is perhaps fair ‘to ™

speculate on ﬁﬁ will be the Future 5f ‘Contributbry infrirgement

)

under 271(d)

sent is tomorrow & 1aw, “we should brlefly ‘Took™at the dlssentlng
opinion ofﬁﬁﬁéﬂiﬁe“Wﬁifé“ﬁﬁﬁée*éﬁaifgiS”Erhck%dEtheﬁhiétbriéalfﬁ EL

opposite conclusion. Mr. White strongly states:

"The plain language of Sec. 271(d) indicates:thd
respondent's conduct is not immunized from appli-i 4ot
cation of the patent misuse doctrine. The statute
merely states that respondent may (1) derive revenue
from sales of unpatented propanil, (2} license others
to sell propanil, and (3) sue unauthorized sellers

204506 ysPQ at 407
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of propanil. While none of these acts can be
i -deemed: patent misuse.if respondent is "other-
'wise entitled to.relief," the statute does’
.-, not state that respondentAmay : ;
.,,competltors from the .propanil v
.. fusing to license.all those who do not purchase
. propanik from 1t.? Thls is. the very. conduct that
-~ .- :constitutes patent m;suse_unde;,the,tred;t;onal
-..doectrines. . thus the. fact that.respondent may have
-engaged in .one or more..of:the. acts: enumerated in
w:Bect, 271:{d). doesnot preclude 1ts conduct from
‘belng deemed patent ‘misuse,

-_But perhaps Justlce Stevens dlSSenlng v1ews presents the

issue more succlnctly-

"ThlS patentee has offered no 11censes, -elther

to competing sellers of propanil or to consumers,
Cexcept theimplied-license:that:is: granted:with

every purchase of propanil from it. Thus, every

‘‘license ‘granted’under: this: patent has-been Coh=ru=us Gon o

ditioned on the purchase of an unpatented product
from the péatetfitee.” This is &’ classic icase of . o
patent misuse...."

commentator'
One approaches DaWSOn 1n the 11ght of precedent,‘ . .

. but under the influence of current economic¢ thinking, polltlcal

environment.and historical perspective.  We in.the United States

are concerned.with the momentum of our .inventive progress, the

lack of our. technical development and our competitive posture . . ...

vis-a-vis the developed.world and . its.enhanced technological .
- capability.

21506 yspQ-at 412 . oo -
22206 USPQ at 415+ co-ioi o
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Is the Supreme Court in its recent decisions, such

as Chakarabaty and Dawson, lending a'helpingjﬁéndfto7tﬁefiﬁﬁoﬁative

process?

which may enhance the ablllty of the “}S to recoup 1ts emlnence

in technology development by 301nt research ventures, poollng of

-research efforts, etc ?

Is Dawson the result“o :expressed Congre551onal 1nterest

_ 1n leglslatlon dlrected tc lmpr0V1ng the patent s:.y'stem‘>

S

oes Dawson turn a page of hlstory”and 81gna1 as resurgence

5'of the recognltlon of the 1mportance of patent ¥ ghts as a

the 11ght of hlstorlcal precedent and conclude that today g

dissent is tomorrow's law? -
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“vinfringes the patent.

35 Unlted‘states dee- et

Sec, 271 - Infrlngement of Patent

(a) Except as otherwise provided in this title, whoever
thhout ‘AlitHority mzkes) uses’ or sells™any paténted invention,
within the United States durlng the term of the patent‘therefor,vwm

(b) Whoever actlvely 1nduces 1nfr1ngement of a patent .

shall be-liable:ds ‘an ‘infringeri: - i e gl
{c) Whoever sells a component of a patented machlne,

manufacture, .combination: or: compositiony, orsar ‘materialior.: CRA

apparatus for use in practlclng a patented process, constltutlng

a material part of the invention, knowing tHe same :zto:Bé& -especialily

U

" made or especially adapted for use in an infringment of such patent,
izandrnotiarstaplevarticle: ori:commodity of:commercesuitable for

substantial nonlnfrlnglng use, shall be 11able as a contrlbutory
infringer. vamr iy % T
(d) ©No patent owner otherw1se en 1tled to rellef for in rlngement

o0 contributory infringement ‘of a.patent:shall:be:denied relief or
-deemed guilty of misuse or illegal extension of the patent right by

II -

reason~of-his having .dgone: one .or:more;of the following:. (1) .derived
revenue from acts which if performed by another without hlS consent

would.constitute -contributory. infringement:of.<the patent;,

or authorized another to perform acts which if performed w
congent.would.constitute contributory, infringement.of the patent; -
{3) sought to enforce his patent rights agalnst 1nfr1ngement or
contributory. 1nfr1ngement,,::w“1_dé . - . )

Clayton Act, 38 Stat. 731, 15 U.S.C. Sec. 14 ~ = /7%

III -

commerce...to....make a sale or contract for sale of gocods,....
whether patented or unpatented, for use,..... within the United
States....on the condition,....that the....purchaser thereof

shall not use or deal in the goods,....of a competitor...of the
seller, where the effect of such.....sale,.....may be to sub-
stantial lessen competition or tend to create a monopoly......

U. S. Patent 3,816,092 issued June 11, 1874 - Wilson et al

"Claim 1. A method for selectively Inhibiting growth of undeeirable

plants in an area contalnlng growing undesirable plants in an es-

tablished c¢rop, which comprises applying to said area, 3.4- dichloro-

‘propionanilide at a rate of application which inhibits growth of said

undesirable plants and which does not adversely affect the growth of
said established crop.

Sec; 3 "That~it~shall be unlawful for any person engaged e
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APPENDIX B

Dawson” and Contributory Tafringement im: <

I. Japan:-

'“i:‘”The concept of contr1butory 1nfr1ngement is clearly

stxpulated in Artlcle 101 of the Japanese "Patent Law.

8 years after the. .. .~ ..

&cod1f1cat10n of the concept:1n U S A. as Sec 271(c) imn

1953, Itﬁreads.

;J(Acts deemed to Be 1nfr1ngement) R

b mlel L The 0110W1ng acts shall be deemed to be an
iniinfringement ..0f.a. patent.right.or:; exclusive
11cense-

Gl

(1) in the case of a patent for an 1nvent1on of a
product, acts of manufacturing, assigning, leasing,
displaying for the purpose of assignment or lease,
g oof:OT impomtingy in-the course..of. .trade, the articles
‘ to be used exclus1ve1y for the manufacture of the

H -;:.;ptodUCt' I H NI o3 :

(ii) in the case of .a patent for an invention of a

process, acts of manufacturing, assigning, leasing,

“?dlSplﬂYlng for,the; purpose of assignment or lease,

or importing, in the course of trade, the articles

to be.used:exclusively .forthe.working of such
1nventlon.

This Articleris said to have been patterned after US 35

. USC.271 except.that .there are ng ,parallels to the active

inducement .provision.and the misuse.of patent provision

of 35 USC 271 (b) and (d).

2.7 Tt is availabld” as' & rémedy’ under ‘the following’ con-

ditions:

The artlcles should be art1c1es useful only in connec-
ﬁt1on with' the patent.‘::.fij‘ : o
'Accordlngly, 1f sald articie has alternatlve com-

mercial uses different than in the patent, ‘there is no

2g917-



2. It is available as a remedy under the following con-

ditions:

The artlcles should be art1c1es useful only nnconnectlon
::w1th the patent.r . ...; ‘
_i Accordlngly, 1f sa1d art1c1e has alternatlve commer01al
uses dlfferent than 1n the patent, there 19 no con-
tr1butory 1nfr1ngement The most cr1t1cal point of

1nterpretat1on of th1s artlcle 1s to be used exc1u51ve1y

_ for the manufacture of the product under the patent or for

the worklng of the process under the patent.

‘ There are several Jud1c1al cases and the general con-

patent cla1ms should not be-theoretlcal but spe-

1c1f1c ( ractlce)“ L

cy 1. Exxon (patentee) v. Toho Chltanlum K. K.

Ci(rokyl District Court; 1975).74 it
’ *2?5;Ohtsuki'Kf“K{:(ﬁaﬁenfeef*ﬁ;*Oseka*Royal
‘“arid ‘Kokusai Byera kK.’ K: '{(Osaka District
Court, 1979)1% o7

....3.. A decision like Dawson. will be likely in Japan.l

1I. Germany (West)

1. The concept of contributory 1nfr1ngement does exist in

Germany on the basis of case law, but not as a statucory

. - _provision.
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2. The doctrine of contrlbutory 1nfr1ngement is avallabl_w

..a8-.a remedy under the follow1ng cond1t1ons.,,;

':ua}c{ There mu”t be a’ dlrect 1nfr1ngement in Germany, or

s n vie of the c1rcumstances such dltect infringe-

‘Coutt Decision

'-i:rhe.'p':'bduét;:.be ng ‘manufactured and sold must be

(ﬁfanctﬁbneiij:adeﬁteawfbfhueetin"en”infringement

‘“;imeutral parts (stable commerc1al products) do not

: h1s c0nd1t10n

3 J A dec1smn 11ke Dawson should be 11ke1y in Germany Since
propanil is only useful as a herb1c1de, it is, of course,
“MEunctionally adapted™ to this use:and, therefore, it may

I not be.sold.in Germany.’ 1f: propanil: could also be used
inla:patent?free mannet?besideSRin‘a protectedsmethod of

" huse,:it 'may ‘be sold, buti the supplier must take:acticn to
prevent an infringiné use. .in'some;caeeS'arsimple warning
‘Kmay be sufflclent In other cases, 1t may even be

vnecessary to exclude an 1nfr1ng1ng use by a spec1a1

clause 1n the contract w1th the purchaser

TII. ' Great'Br fti-‘aiin? '('U’.'K-:) .

)"if LPrlor to the 1977 Patents Act, the Iaw relat1ng to con-
o tr1butory 1nfr1ngement was very confused and there were
:iconfllctlng 11nes of authorities. Matters were clari-
Ufled by the 1977 Act (whlch came into force on lst Jume
19?8), and the cpncept of contr1butory 1nfr1ngement is

now given clearly statutory recoénitibh in”eub—sections

(2) and (3) of Section 60:




WELion 60, Sub-Séctions 2 and '3

(2)F SubJect to’ the f0110w1ng ptov151ons of ‘this sec-
tion, a person (other than the proprietor of the

¢ patent). also. 1nfr1nges a;patent. for.an invention if,
while the patent is in force and without the consent
»wofi the:proprietor, he,supplies.or offers to supply

‘ in the United Kingdom a person other than a licensee
w1 -onorootherspersonéntitled to work the invention with
any means, relating to an essential element of the
invention, for putting the: invention into effect

when he knows, or it is obvious to a reasonable per-
.. son in the circumstances, that those means are
* guitablé for putting) ‘and-arevintended to put, the

.. invention 1nto effect in the Unlted  Kingdom.

P

- £3).,: Subsection (2) above shall not apply or offer of
CTY g sraple commercial product® unless the supply or
the offer is made for the purpose of inducing the
person supplied or, as’'the case may' be, the per-
son to whom the offer is made to do an act which
.;constitutes -an;infringement of the .patent by
v1rtue of sub SECthn (1)

RTINS B R b el

~Noi-cases under:these sub-sections have yet;been heard,

¢ rand: until: therve:ds:a:body:;of-caseslaw there is.obviously

r+rscopes for: argument: ;about::the .precise. meaning of such
inoterms as:''esseéntial element of the:inventien':and "staple

¢ ¢ommercial sproduct’t, v nolanieinl e dvavans

2; The‘concept of contrlbutory lnfringement as deflned in
- ASectlon 60 applles to all acts wblch commenced after
ist June 1978 1rrespect1ve of whether the patent con-
cerned was obtained undermthegl971«Aqttorfmnder the
_prev1ous 1aw the 1949 Patents Act._ HQWever, 1n respect
iﬁof acts wh1ch commenced pr1or Lo 1st June 1978 Schedule
4 paragraph 3(2)49f,Fbe_}97];Actnptoy}nes:thetusuch acts
; 9§DVFQPFEDHQJ regardless Qf;$E¢Fi?? 699 ii;théy;would not

... have amounted. to infringement under the law existing

~before June 1978.

Loap -




3. One can, be very confident that a case such as Dawson v

Rohm & Haas would be dec1ded in favour of the patentees;

1ndeed even i propan11 was a staple commerc1al product,
~Dawsoniwould:even .then mot escape-infringement if they

sold it to farmers with instructions to use as a rice

'Mbérbfgiﬁé, beEaa§gm£hay'Would still be caught.b§.£he
prohibition against “inducing buyers to infringe which

is imposed by sub-section (3) of Section 60.

1.?ﬂiat£e£;ii0d331ma Patent Offlce, Tokyo, Japan - Sept 1980
2. Leggér;i‘ GUnther WHchtershHuset, Munchen Germany,'f
o :.ﬁSept 4 1980 R S |
3. Letter: leoyd W1se, Tregear & Co , London England B
August 5 1980 | S
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A}ﬁéhaﬁeh’{‘ef ’S’ﬁé‘éif’i’é’aéiéﬁ pefore

Publlcatlon of Patent Appllcatlon

e Particularly inxthexFieldcof{Chemistryt~

pJapanese ... .Group..: i

w;Cqmmiﬁt¢E¢g%lga‘

Group 3
~ Chairman: Shin aAndo
- .Speaker: Shin Ando

(Kyowa Hakko Kogyo Co. Ltd.)

summary

After filing a patent application, an amendment

of the specification and drawing of the application may

,hibe made w1th1n llmltatlons spec1f1ed by the Japanese Patent .

Law.

However, 1f the amendment changes the ngt of the

orlglnal spec1f1catlon and draw1ng,y the amendment w111 be

declined: In such a case, appllcants can order & trlal

against the rullng to decllne the amendment. ' .

This presentation is to report on the standards
of examination of the change of gist and the dec1510ns of

mmmmmmm____themtrlalmagarnst_rul;ng to decllne amendments.
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‘e Amendient of $p&sification’ before’ Bublication’

““of Patent Application

h F”Pattienlariy.in the fiéid'df Cnenistrfrw -

_ In Japan,.lf after a patent appllcatlon has been

flled, 1t becomes necessary. to amend the spec1f1catlon .or, .

draw;ng.Ljnere;nafte;Vsamply“;efe;;ed“tO'ae "specification,

attached thereto, the applicant may make such an amendment - . . . .

.only within certain periods of. time specified by the Patent.

Law. The amendment must, however, be subject to the restric-

tion that its contents shall not change the gist of the

specifigation,4¢ If the examlner flnds that the amendment i

changes the gigst qf_thelspeglﬁacatlgn ‘ such an_ amendment

will be declined.. If an amendnent made before the publi

tion of a patent application is declined, the applicant.may .

file a new patent application on the invention so amended,

with a new flllng date deemed as the date of the amendment S

concerned (Patent Law, Artlcle 53 paragraph 4)“ Apart from
the cases where the pEIlOd of tlme between the date of the
patent appllcatlcn andmthe date of the amendment is; short, a. .
new patent spplication is rarely filed. Generally such t;meggw
spans are so long that a postdate of the date of, application |
could give rise ?9ftﬁe.§angeF-Dfnngw,g?ouﬂésquFw?ejQQFion* i

due to the expanding range.of reference to prior arts and = -
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applications.} Moreover,:lf the amendment LOcCcurs. after the

date of making publlc the patent app 'gat;qnp;n.gnestlon,

the filing of a new patent appllcatlon on such an amendment
would be meanlngless, because the patent gazette maklng such

an application open to the public would become perfect prior

literature.
“ﬁidébﬁ'wﬁéiéf%hé“anéhdﬁeﬁé“Bbviéuéi§Téha£§es the

~gist, the aPPllcant is compelled to'contest the rullng to'”“

“decllne the amendment, 1f necessary, by orderlng a trlal

agalnst rullng to decllne améndiment (herelnafter smmply

referred to “as am ndment trlal")
In the U. SA “however, if it becomesnecessary to
make an amendment to a patent appllcatlon, such an’ amendment,

even though it may be found o contaln ‘hew matter, g neaE

enceﬁntéiing'eﬁchipfeﬁléms“as“afe”éiperienéed'iﬁ”Japan.”“

Accordingly, it Ls fiot t6o mich'to day that in the dase of

o G amendment to a Unlted States patent appllcatlon, o
spe01al con51deratlon is requlred as in the case of an

ameﬁaﬁént“td“a Jébaﬁééé*ﬁé&ént’agpiiéafioﬁ,j

'ﬂ?WitHSreéard°tb”ajcﬁangeiefitﬁehgietfoftpatent;“Z

specification ' in‘Japan, there is a féﬁoff“tifiéa“BChQﬁgé“Bf“*
Gist of ihvéntich*iﬁ‘imeﬁaﬁéﬁtfé%“éﬁeéifiéééibﬁﬂfahiéﬁT&a& o
SuERAEERE € pibat 4 BN nd oA ST Bondidas L WiATLsmgs T
burgfﬁ'fhiewrepdtt'dealsJspeéiticafifhﬁitﬁ”tfiai"deciEESnejdﬁ

concefning amendménts after the publication of ‘patent
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appll catlon = ISR A

An amendment after the’pnblicatibn”oria"patent
appllcatlon 1s Subject to strlct restrlctlons, but an amend-
ment before publlcatlon 1s relatlvely easy._‘

We have studled recent trlal dec1510ns and have _—

‘Wdetermlned the degree to whlch an amendment can be made

before publlcatlon"‘,a‘

II. Patent Law, Artlcle 53 paragraph l -

Re; Change of the glst.
Under the prov151ons of Artlcle 17 paragraph l of
the Patent Law, an appllcantScan amend the spe01f1cat10n e

1f and only 1f such an appllcatlon 1s pendlng a Patent Offlce

examlnatlon or trlal. However, 1f an amendment made before

the publlcatlon of a patent appllcatlon is found to change‘d

‘the glst of the spec1f1cat10n ’ such an amendment 15 decllned
in accordance w1th the prov1srons of Artlcle 53 paragraph l
of the Patent Law.” V _ -__ L

. When such an amendment 1s‘decllned the appllcant:
may‘take one of the follow1ng Steps
(1) To order an amendment trlal.

(Patent Law,’Artlcle 122 paragraph l)

(me'To'accept the rullng to decllne the amendment and flle
a new patent appllcatlon on the 1nventlon so amended
”7w1th the flllng date deemed .as the date of the amend—'_

ment concerned (Patent Law, Artlcle 53 paragraph 4)
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(3) To accept the ruling to decline the amendment:and. leave

the application unchanged.

If 1t is’ obv1ous that the amendment changes thewh
gist, there is no sense in taklng step (l) and the appllcant
has’ to take elther step (2) or step (3)

Th the . case when an amendment is made before thela
application is made public, the amendment can not be rejected

by reference to the gazette of the appllcant s own appllca-

tion. For this reason the'above step (2) may be"taken

depending on whether or not prlor publlcatlons or prlor

.appllcatlons ex15ted between the flllng date of the appllca—

_tlon and the date of the amendment However, 1f the amend—

iment is of great 51gn1f1cance and is made after the appllca~
tlon 1s made publlc, the appllcant has to take step (l), o
that 15, to order an amendment trlal.:x R

- o The issue in such a trlal would be whether ‘or ‘not

the amendment changes the glst of the SPec1f1catlon as it

"'ex1sted at the tlme of the flllng of the appllcatlon'(here~ﬁ

1nafter referred to as "as- flled—Speclflcatlon") Now, I

would like to explain the change of glst a8 below. e

III. Ba51s for maklng judgment on the change of the glst of

the spec1f1catlon_"' '
. In Japan, ‘as a ba51s for maklng judgment on the

change of the glst of spe01flcatlon an examlnatlon standard
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; Published.. ...u &: .oin;

entitled "Changes of GistﬁofﬁSpécificationg";haéfbégng

.rhccording te:this standard,:an:amendment is deemed
as a change: 0of; the gist.ofspecifiecation ;ifg;a5=a:résultiof

such an;gmenﬁmentqqthe technical matters:set:forth inithe.l:

“scope of the.claims for.a patent. (hereinafter simply referred |

.t0-as "claim")-have:become-those which we¥e’not includediin’

the as=filed=specification.: "

The term "gist of sbecifigation"' means the techs:
nical:matters:set forth-in:itheclaim. Any chHange’in such-
technical matters is; therefore; a‘change ‘of ‘the 'gist. “Herce
any amendment .enlarging; restricting or changing the ‘claim. *
constitutes’.a:change:ofthe gist: .However if such. an aménd=
ment}is~withinythe_scbpeﬁoftthe:mattersfsgt“foftﬁfinfthé
as-filed-specification, it is deemed as an exception and idoes
not .consititute.-a.¢change. of ‘the: gist (Patent Law, Article 41).

. :Even. though; the :claim itself: may. not be.directly i

\ghangedeigwby;,;heuamendment:oﬁ;thewdetailed;eXplanationrof

the .invention :in -the, specification,:any. technical matters;gp
contained in a claim, substantially changes that claim,uthenf
such:an.-amendment would result: in:a: change:of theigist of
the-specification;;;wm:

Now4lzwould‘likerto:show*youma*rough:clésgificawr;v

tion of.relation:between amendmnent’ of:the! claim and the *

change of giét.
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1. Cases where ' a-claim:is amendeds:-

{1} Cases where a change of the gist is found td"exisgt:
The casesis: that whete,  as’a ‘Fesult of the

enlargement, :change or restriction of the claim brought &
. about: by the:amendment, ‘the technical matters et forth in-*
»the:claim ' have come- to:exceed ithe scope’ofithé 'matters set’
the as-filed-specification containsmo:support:for. thev:
amendment .. oo

‘ a;Thewterm.ﬂscopgmof:thetmatterswSetaforth“ﬁmeahSufw
~netzonly.the .matters set.forth.in-contrete terms: inithe as-:
'filedfépecification,‘but;also:those matters which: to:ra::
pefson skiiled in the.-art, could bei-régarded -as:ohvious from
the detailed-descriptions included;inﬁthe.astilea4SPeCifi“ﬂ
scation.: TR
#1717 There .areno ‘established ‘standards “to ‘deteFfmine -

whether a /particular: amendment: is a matter which is obvious

. £rom- the-descriptions ¥ncludéd-in+the as-filed=8peci fication, "

and sthere.is nothing' to:assure: that the parties ‘concerned =i

agree.. i
. .°‘What® should:bé: specially. borne in mind,:lowevers::
is that even an amendment which, for example,’ répresents:
cexrtaln: accepted itechnology.~.constitutes a’.change-of the gist,
if it .changes or-enlarges:.the:invention or:¢completes: an: v 7.

incomplete invention.
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{11y Cases whers 'a change of the gist ‘is féund not o

“existr
“'The casé is that where the améndment is within'"

the &dope of the mattérs set forth iﬁ“ﬁhé*as4fiiéa¥éﬁécifi—

‘GAtidn * “or within the '§56pe’ Of ‘thosd obvious theréfrom.

If the as—fiied—spec1f1cat10n

for the amendment, there is no question at ali} ‘éven ‘if 'fhe

clalm is amended
. ‘Evén if’ the.as—flled—spec1f1catlon ‘does Hot "

conf&in'E“déﬁérﬁté“éﬁﬁﬁbf%ﬂfdfifhé“éhéﬁdméﬁff*the1amendmeﬁf

does not ‘constitite a chinge of “the gist) ff it ig obvious

from the dedcriptions “ifi the &sifiledispecificationty ™

2. Cases where the clalm 1s not amended._ G

Loy Cases where a change of the glst is found to ex1st-

. The case is. that where, by anendlng the detalled
ex9¥anateqn79£,theelﬁvﬁnt%qn.%nnxespect Pf,any=matten.Whlch
is not obvious from the descriptions in the as-filed-specifi-

.. cation:, the technical matters contained in the claim are

substantlally changed.

(ii) ' Cases where 'a changé of ‘the gistis found not to

SUULETAH Améndment “HAdE Tt the mattéfs’ st forth in
the.idetailediexplanation:of ~the: invention: does not change:
theitechnical -mattérs cOntainedfinxthe_elaim,wtheaamendment

‘makes no . change-of the gist: - Firthermore,.an amendment:
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whlch makes an addltlon to, or a change 1n the purposes,
effects or uses of an invention, makes no change t6 the gist,
even though 1t 1s not obv10us from the descrlptlon in the
-as-filed=specification, unless the constituent features of
the invention arechanged by.the amendment, That is, unless
the technical matters contained in the clain are substan-.
tlally changed. .. i
| To sum up the above four cases, an.amendment is
allowed if the contents of such an amendment having to do

ith or affecting the constitution of the invention are .

contained in the as-filed=specification, or are matters .
obvious from the descriptions included in the as-filed-, .

specification .

Furthermcre ;- evén-an--amendment whi¢h "is not

obvious from the déscriptions in thé-as-filéd-specification

and which relates to ‘the purposes,’ eéffécts and uses of the

“invention, ie”allewéd;“ﬁﬁieéé the technical méttéfs'éﬁne“‘

“'ftalnedjln the clalm are changed by the amendment.

- It should be noted how ver, that even 1f an amend-

supported by the amendment, and not supported‘by the

degcriptions included in the as- flled-SPElerdrhf

Examples such-as-:(A). the case that a.claim directed to the
-groupﬁofvcompounde:containedfintthe;asffiledespecificatiqn
“isochanged: - to .beé directed -to+a newly added:compound and. -

(B) “the-case thatra claim directed tosa compound is.changed
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to be directed.to.a newlywadded-fﬁé use of the-compound, give

“rlse to_whether new questlons of change of the ngt w1ll o
ogour..
When an amendment is decllned th??E,is,a_F9°m..m

for contendlng the ruling to decllne the amendment except

whenthe amendinient obvicugly changes the gilgt

In the following, I would like to presehtﬁf&fyﬁﬁﬁ

N}EaseVi)*ﬁx mr b e

Case: Amendment Trial No.81/1978 [Kokai (Published ©"

Unexamined Patent Application) No.15504l/1976}-

:This cage: is! an example of a trlal dec1510n, where
the amendment was found to change the glst, even though the

claim itself was not amended.

Glst of the lnventlon-

A process for produc1ng a new compound B by the

oxmdatlon of the compound A V'
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WL L yhevé RY réprekénts H; R? réprésénts OH, ‘or RS

and R% together may Form an oxo group. &S, RY'and RS repré-
sent either H or a lower alkyl group, ox K> and g together
may form ‘an alkylene group and R6 represents a lower altkyl

group.’

Amendments.... ... . _ _

An example.of;production of the.compound B wherein
R3 and R4 together may form an.alkylene group (hereinafter
referred to as the "compound B' ") was added to the specifi-

cations.;,

CH2 CH2_ V~GH3-

! ! |
Y HO= CI—I - CH = CHy CHCOOH 25 (Example of ‘compound B')

Support in the as- flled-speclflcatlon.

) Though there is the descrlptlon‘"when R3 and R
together represent an alkylene group, the C3 5 alkylene
group is preferable as an alkylene group,“ there lS no"u

description: of icompound B' and no example of its production.

“'Grounds-for declining in thé Original’ gécision:’

There was no particular disclosure with respect
+tC the compound B'_ln the as- f11ed-spec1f1cat10n and no
evidence sufficient to f£ind that the invention lead to a

process for producing compound B' had been completed at the
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time of flllng the present appllcatlon. Such an amendment
adds a- new 1nvent10n and” therefore substantlally changes the

glst of the as flled-spec1f1catlon

Trlal decmslon and the grounds why.

[ RO

ment was declined. The grounds were almost the same as the
grounds for decllnlng the amendment in the orlglnal decision.
Particularly, when the desired compound of the 1nvent10n is
a new compound, it is necessary that it must be oonc;ete}y
desc;jhe@_an§5accompenieﬁabyx;dentificationjdata.
Thezamengment.;nﬂquestion_add§=agnewqmatter;whichﬂisﬁnotw;
disclosed in the. asrfiled-specification and. therefore:the.

amendment changes the gist of the as-filed-specification-.

(Case 2)

ager Amendment Prial No. 2/1965 (Patent Publlcatlon

NG 4589/1966)

This case is an example of a trial deciion where
the amendment was found to be of _ho change of the gist.,

although the clalm was amended."__ _

Gist ‘of ‘the invéntion: -

& process for produding ‘thé ‘few ‘compound (III) by

reacting the compound (I) with the compound (IIY&’““'
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Compound (1) Compouwnd (1) conpound Gz

where Z represents a halogen atom or RO- ﬁ3,15
hydrocarbon group)

Amendments

EXamplefuSihg*theféoﬁpouhd*(iiﬁ*whéféﬁZ“is“RO:THénééﬁéohfy
pound(II) bécomes urethané] and the addition of this™ ' "

compound’ (II), ‘to the claimi

Support in the as-filed-specification :

. It was dlsclosed 1n the as- flled—spec1f1catlon

that the compound'(II) is just an a ent ' lntxoduce the

. group —ﬁmN.\\ (hereinafter referred to as "group a"),
virrie cn TR G T B lOpToEE TS B oSGl Ly

to coﬁﬁohh&"(f) Z is descrlbed as a halogen and urethane
is exemplified as a reactant Wthh is capable of lntrodu01ng

group o to compound {I). However there was. neg wgrkiqg

example where 2.1is, RO-. stated clearly in .the-as-filed-

specification.
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Grounds for decllnlng in the orlglnal decrslon.im”;”“'m

The amendment where urethane is newly added as
‘compound (II) substantlally changes the glst of the as- -

filed-specification.

o pElEl dec151on ‘and” the grounds wgz
' The orlglnal dec151on was reversed and the amend—

ment was allowed. The grounds for the trlal de0151on were

:wﬁthat the reactant in the ‘as- flled-Spelelcatlon‘ comprlsed
not only the compound (II) where Z is a halogen atom, but
also included in theﬁdeglnltaop.ot,anreaotantkitheJoompound'

.(;;){wherefz;isu#Q.ﬂ@Henoefitywae,recognized,that'in the
uease¥Whe¥¢aZ is.RQO, the purpose:of; the invention can be-.
accomplished. by .applying. the well known.reaction mechanism

.-as:in the:case where Z:is;a-halogen...Therefore.the amend- -

ment . does.not. change the:gist.of the as-filed=specification.

(Case.3) .

Case: Amendment Trial No.ll3/l977 (Kokaia(Publishedu

Unexamined Patent Appllcatlon) No 69279/1975)

n standards, the addl—

fthe glst In thls case, the R

catlon makes a change.{
descrlptlon of the number of the appllcant 5 own prlor‘
appllcatlon in whlch the dep051t number of the straln was,

dlsclosed gave a favorable result to the appllcants

< 255-



Gist of the invention:

A method of remo 1ng'p01s "ous gas contained in

the combustion gas by bubbllng such gas through the culture

liquor of a microorganlsm.

Amendment:

The dep051t number (FERM—P No'l410) and morpholo—

glcal and phy51olog1cal properties of the Pseudomonas‘_vw

4sEher01des S straln used in the present anenthn were added

to the spec1flcation

Supp6rt in’ thé’as-filed-specification

“There was a disclosure”in*the as-filed-spedifica-
tionthat the morpholégidal  and” physidlogical Properties”of
‘the strain in’ giestion Were“deséribéd"in”the'specification

ofithe patent appliCatich No:79464/1972 (Hersinafter Yeferred
ftoas "Refereneell") i “Butﬁno”éiﬁliéit“diéolosufe“ofithé**.
deposit number and the morphological and physiological

were S,
properties of the strain Z¢ disclosed. in. the as=filed=i7

specifications:

Grounds fof-deoiining in the original decision:

In the present 1nVenthn, the use of the straln in

'"questlon is essentlal. However, the as— flled~5pec1flcatlon

discloses only the name of the microorganlsm and does not

'7disclose the ex1stence ‘and availabil ty thereof

The present 1nvention was found to have been 1ncomp1ete at
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the time of filing the application and completed by the

amendment. The amendment therefore qhanges_thé;gistfum“_m

Trial decision and: the grounds why: ' ~o° 0 .o SRl o

The original deciSion was reverséd: The grounds

_therefor. “are given below: .

_The file history of Reference 1. . ..

“‘showéd ‘that there'is submitted the notice of deposit’ number
of ﬁiCrbbfgahiém“Beériﬁé“théfdafe’of‘May“20}51972 Tissued
by Fermentation Research Institute, Agency bf Industrial
Scienice’ and’ Technolody’ (FERM) 1% ~This is’ abolut one yéar and
5 months before the date of filing of the present applica+
tion.  Since sich a notice’is' the written notice of the *©
" deposit number of the' strain’ FERM-P'No:1410, it is under:
stood that the "7 7 00 U gkyain was knownbefore’ the
£iling” of the présent application.”

T 16 teakohable” £6” undetstand that in place HE
' making a direct disclosiuré’ of the deposit number and the' ®
mdfpthééicélkénd‘bhyéioioéicﬁl properties”in the" ag=filed~
specification, the application” humber of Referende 'l ig ™

disclosed: " Thus the amendment does' not” changeithe“gist. ~

ﬁé"ﬁOﬁld‘like'fdﬁdfécuSQ the above trialdecisions.
"Both Case 1' and Case 2 relate to the’ invention ‘of
?a:prbéésé:fdfjprodﬁdihg'a:thél“compoﬁndr"In Case 1, the
' ¢laini was amended and in’Case 2, was hot’ amehded.

“'phe ‘digkinctive differénce betwéen them'liés in- that in Case
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1, the amendment to the spec1f1cat10n excEpt the Clalm s
substantlally enlarges the scope of the de51red compound
whlle in Case 2, even byrthefeqeanent of_thgﬁ¢laim?.theb?
scope of .the compound is not changed:. .-
.H\Firs;,nin,Cage;l,_;pnwaequgn@ FPat;??e-ipvquion

idescribed in- the claim included an incomplete invention and

_ changednthE~9%st-v~-~a

| Q,Inatheﬂcase“ofcthejinventiopupf.ng:ocees”fp;n__
- producing a, noyel compound, the. inVentors, F?S—f?fi nize that,
an invention:of a compound. is .represented.by. a general

formula which covexrs. a-wider scope. than is supported by the

working. examples. Hence the inventors give the name of a

group of compounds which are.not, supported by a working. ..

example. This case is an example.where, the applicant§

after filing the app,l,i.qatian;tr.i._esi._., to_secure the _ri.gh,t.‘:oyer

a.wider scope, by addlng a worklng example of a compound‘ﬁ

.where only the name of a group 1e descrlber Wlth respect
to the example of producing compound B',. the. aS’flled‘;- .
specification was silent regardless of the number of carbons.
. For this reason, it was found that the amendment adding such

‘uan;eﬁempke;weizn9t:sﬂPpeFtedeénathe,aniiled?599cification-

..Particularly, the: trial, deClSlon,‘ln stating. that

when the de51red,compoppg is a new compound, it is necessary
:Jthat;such:aipompopngrierdeeexibe@:inuconcrete_terms, -accom-

panied by identification data, teaches that the addition of
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an-example;  where there is*hno identification data in the’’
as~filed-specification,; changeés the gist.

o If the as-filedspecification disclosés an example
of compound B' which has!oéne' alkylene~group such as)

ethylenewgrbup-asLng;anawR4gLand~if theéie 1S nd application

£iled by others in redpect of the Gompound B' prior to the
améndment ,” the-addition 6f the example in respect of the’
other: numbéi of’carbons would  have’ beefis allowed’ ' becauseé’ the
as<“filed-specification’+ ¢ontains support for alkylene and "
‘pecause thé inventioh' 'reldting’ to“alkyléne in Ehe-astileaé
specification 'had beentcompleted at: the time of filing the
application’. ~“Therefore” the amendment Wwould not change'the
~gist.

“i1fithere was a subsequent application with respect
to the'same 'invéntion and if Such an applicaticnwas’filed
“prior to“the dat&’'8f the'afendment; the-extsht to“whiéh'the
amendment would be allowed would naturallybe lifited, and
depeénd on- the 'description’in thé specificatioén’ of the sub-
sequent application. ¥71

‘Then does ‘the additidn 'of examples éhénge;the“gist,

if the namé OFf ‘the désited’ dompounid“is solely described in
thé" specification Without any identification data?  From’the
lindér1ying principle”of the traii“decision; it Would seem’ to
‘the gist because-the desifed compound has to' be described’

accompanied by idertification data. “However; ‘dépending on
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the existence of examples of structurally.analogous:com-: ..
pounds in the as-filed-specification..and.the-extent to .-
which the. reaction mechanism is.known,.it seems-that the
amendment is . not necessarily declined..«::iw
. On.the other hand,-in_Case‘z,;it_isqdisclosedpin

zthe as—ﬁiled—specificatiop;ﬁhat theﬁcoﬁpoundflll) is a. . % -
reactant capable of introducing group:o;into.the compound
... {I).and. that urethane can.also be used as. the reactant..
Further. the.desired. compound:when .urethane is used is:the,
-gane-ag. that obtained:when.in.compound. (II1)..Z:-is.a halogen.
Also. the. desired:compound is.disclosed with.identification
' data.. All this means.thatthere is no enlargement of the
desired compound by the amendment.

.. -..In the. trial degision, it was emphasized that the
reaction mechanism of introducing:.group ;o to, the .compound.
(D) is well known in.either case of % being a halogen or an

RO- in.the;compound, (II).

oo In-the-case.of-an-invention...to.produce a new...
compound by introducing a certain group,into. a reactant.. .
- compound,. for example, the.process to.produce the compound
B.by reacting. the compound A with an.acylating agent by a:
well kﬁown;;eagtiQn«meqbanism;f;h%JG%avse73@;PIQC¢S§~¥°I¢¢
- producing. compound B by reacting .the compound A with acylat-
ing.agent".would be allowed as the.claim, even if only one .
form of an acylating agent'is given. Furthermore, .if there

is a .disclosure.in the as-filed-specification . ﬁhatﬁécid_ﬂ
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ingiagent is welliknown; it 1s- obvious'that acid anhydride: "

halide is used as an acylating agent, the addition'of “7 7
examples: of using acid ‘anhydrides as the acylating agent
would be. allowed), because where' the reaction mechanism ig "~

well known'-and:the utilization of’ acid halide as’ the 'acylat-

can also be:used.:

-+ However, ‘if ‘the-utilization’of’acid anhydride:
caused some special effect which is not’¢aused by- the utili-
zation of;acid:ﬂaiide}wéndwif the ¢laim"is restricted to the
use of:acid:anhydride as the avylating:agent; the’ amendment:
would be declined as changing the gist..oolsmevid

Infthéioriginél‘debisibh”of"Caééf3*fﬁe”éxamination
standard "Applied Micréorganism Industiy® reldting’ té inven<
tibns using microorganisnis  was dpplieds  Accérding to.thew
standard; an-amendmefitwhith-makes addition offthéﬁmorphc¥!”_
logical:and physiologidal: properkiés and:tha:deposit -rumbar:
oftavmicroorganisﬁ;then%they are not didelosed:inithe speci-
fication, causes”a changeé-of fhasgist and when therdeposit:is
number isinotidisclosed in-the’ as=filed-specification;+the
invention shall berdeemed to'be an~inecmplete  invention:

The trial decision allowed'the amendmention the -7

grounds that the strain used in the invéntion: was ‘publicly: .

known prior téithe filing 'of the applicationin~guestionyus:

because the notice of the deposit number issued: by FERM ig::
contained in-the file .of "Reference 1 as- described in the

as-filed-specification; ‘and- thedeposit number was.substituted
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for by Reference 1. .

This trial decision teaches two things. - One 'is =
that the existence of a notice of the: deposit number from. -
the depositoxy <an: be proof:of.public: knowledge of a.micro--
organism,;. and. the other is.that: the description of_the¢6ther
patent application number in the specification.is:.:
_'interprgtedaas having. the:effect: equivalent, to-a description

of; the contents-thereof.

= Ins this case,-1f the amendment-had not-been i
-allowed,the application:would have been:rejected-as.an.
incomplete invention. ;- .., .

... In the present case, Reference 1-had.not been open
to. the public-on-the date: of the:;application, but it had:;-i:
alreadygbegn;iaid-Qpenyto:qulic,inSPection,on the: date:0f -
the.:gmendment . If.the: application~of Reference-l had:been:-
withdrawn :without:being laid open. to.the-public. and-if. third
--partiesz-sincluding-;the;-.-.examiner didnot.know.for.sure;whether
the strain used:in this:invention:wag.the same.as the-strain
covered: by the:notice of (the deposit number:.mentioned above,
the aboventrial-decision:could not have.been e’xpeqtedgz-:-..;.:;
tn this-sense;rany.matter:of .gréat significance.and particu-
larly: any matter.which might 1éad}to the finding-of .an ... .-
incomplete. invention:should be stated:in theas-filed-
specifications..«:;

:o . From rthe- Cases i1 -and z;abovef-itﬁcanqbe~understqod

i..that .in.determining whether an amendment ‘before the. ... :"...

e e




publication of ‘an’ Hppliddtion changed’ the gist of not, it

does not matter whether the claim is “amended or not, but it
is important: whether or -not the as-filed-spac¢ification con-
tains support  for''such-an” améndment’ '~ Particularly as to’

whether the matter is" obv1ous oF not" from the descrlptlons

.ln the as- flléd—
on the well’known art -relatéd €& the*lnventlon*and“the-'“'T”
desbriptibﬁ*of'priof‘litéfétﬁré”of“priﬁr”apﬁliéation (Case 3)
contained in the as-filed-specificatidén may lead the amend-"
ment " to favorable résult.”ﬁih”filiﬁg'aﬁiaménamént“trial, it
sholild ‘Be drgtied that’the dnerdment is not a’chinge of the "
gist 'baséd on the gréinds disclosed in the as-filed-specifi-
cation, no matter how Wwedk ‘sich grounds may be. :

‘”fnTtﬁe&ffélaﬁéf*éieétficai*éna“mééﬁéﬂidél engi—
chemistry. ™ Such tridl decifions Case i and Cdse” 5 aré"
attached t6 this presentation) -

An amendment should HoY B aiiowsed, of doiirsd, if
it"chanQééEtﬁe‘giéti*‘K&jddéémeﬁt7on‘éﬁéhsﬁ‘méttéf, however,
1§ dfracted By ‘so ‘mady E5Stors "that ‘the &Xfentf o “wnich an '
amendmerit ig alléwed ‘dan not bé déteérmined deéfinitely. .

Tf 4R dmendment i's ‘allowed; tHE'Spésification’ do’amended 14"
deeried a8 filed ‘at ‘the Eime Of the Filing of the 5ap@1’i-'ca+.ioﬁ.
Thls, therefore;'means that ‘a mlsjudgment ‘as to whether o
not ‘the” amendment changes the” glst eould “injure ‘the 1nterests

:”df“the”appllcantsor tHose ‘of ¥hird pafties. *Such-judgment
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should be decided on:the basis of; the: equilibrium between:,
the interests of the two.:

. Amendments; should be.avoided.as.far as:possible.
However,.in past cases where amendments have.been.made:and. .
declined and where an amendment.trial has been.filed, to. ..
- what extent were such.trials successful? We give below. the:
- statistical chances.of success in ordering a trial. .

.Table 1 shows the statistics of trial.decisions, .

for.the past several years

;s As.may be seen. from-Table 1, the proportion of.the
number- of .the, cases. "upheld”. to the.total number. of.cases .,

(hereinafter referred to as the "success rate") is.in.the. ..

range of 50% t075%’ glV1nganaverage Q:-E "'64%_.‘:_:,-;.:‘:_

oo (Needless to say, this success rate was not calcu-
lated on the basis .of the total nymber of all applications.
in which the amendment was declined.  Such a success rate
would not be attained if trials were ordered against.all of

- the rulings to decline amendments. .
It is. however, true that there .is a.fairly strong

probability that the filing of an amendment trial will.turn,

out to be successful. . It seems to.us . that not.oply . in the
case of .such voluntary.amendments, -made at.any .time, such

‘as at the time of demanding an-examination, or within one .
year and three months after the filing of the application, .
but even in the case.of amendments upon receipt of notice of

official action, the applicants directly receive .the declining
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their amendments without being given the opportunity:for..-
submitting, a contention.that their, amendments do not make
a change of glst. Cwigenodod oo

Therefore we consider that it is the matter of

course that the hlgh rate success results from flrst allegiﬂ'

"wlng that support of the amendment i Goniained Ghthe ast Y

flled-spec1flcat10ns, of can obV1ously behdeducted from theﬁ

descrlptlons in the as- f11ed—spec1f1cat10n, or from the &

relatlon to a well T Wwo art, eth' -

~As:the conclusion-of . this presentation, we.

recommend: that you do not.give up amending:.a specification

at the.receipt of.the ruling.to decline an amendment.and. to,

try to file.an amendment.trial according.the context of this

presentation. .«
i:0n.such occasions there is:-a considerably high ..

success rate of having your specifications.amended. . .
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(Case~4) -

TEfCage: Améndmént Trial No.39/76 Kokai’(Published v

Unexamined Patent Application) N6I51698/73)

Glst of the 1nvent10n
. The features of the 1nventlon re51de 1n that in a

moneyrdlspenser capable of dlspen51ng money of a plurallty

of denomlnatlons, the dlSpenser has a means for dlscrlmlnat~
ing the denominations of money to be dlspensed accordlng to

a memory of each flgure contalned in the memory sectlon.-

Amendmenf'ana“éﬁpﬁéfé*iﬁ Eﬁé*as:filédzéﬁébifiéaticn

‘AR” embodlment ‘0f the” 01rcu1t 6f the ag-filed:
appllcatlon, td”be ‘ised in~tha” present 1nvent10n qg® shown in
Flg: if— ThlS”flgure3éhOWS“thE'dlscrlmInEtIOn éerult,“Whieh
is one of the most important features of this invedtisén, ins

block diagram’ only and’detailad ' séructure was fiot ‘shown in

the as-filed-specification.

"In the amendmént, Fig. 2, which slicwed an embodi="
ment of the-discrimination circuit was added, and the
description of the specification: was amended to contain é
full explanation‘of the discrimination c¢ircuit and timing
.pulse input circguit which comprised of logical circuits

using logical elements.
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Fig. 1 of the as-filed- Fig. 2 added by the amend-
drawing . ment

; memory section:

M

5; denomination discriminating means:

P:; clock pulse generator: T: timing signal:
D

; money display

Grounds for declining in the original decision

The detailed explanation of the invention and the
drawing . incorporated in the amendments were specific tech-
nical measures supplementary to the claimed.features._
These specific technical measures were neither matters well
known nor obvious to one skilled in the art.

The original claims were considered to recite

merely the objectives of the invention as the technical
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measures were not dlSClOSed in the as-filed-specification .
Thus the present invention had not been completed at the

date of flllng”the_appllcatlon.

Trlal dec151on and the grounds why

The orlglnal decision was sustalned and the amend—
VmentsVWere decllned.. The grounds therefor weré almost the
"same as the grounds for decllnlng the amendment 1n the"”““

or1g1na1 dec151on.
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(Case 5)

Case: Amendment Trial No.14/79 (Published Unexamined

Patent  Application N0.18697/76)

Gist of the. invention..-

shank having two flﬁkés mounted on oné“end thereof, eagh
fluke being at an angle relatlve to the shank. A connecting

ring is attached to the ‘other end of the shank and a stock

is mounted adjacent, outhe c0nnect1ng rlng.

Amendments

The term "each fluke beingﬁatyéh'angle ce..." in
the clalm and the detalled explanatlon of the 1nvent10n was
changed to —w‘each fluke be1ng formed 1ncllned relatlve to

the shank at an angle of about 50° --

Support in tHe'as=filed-specification

Fig. T shows one-embodiment Of the anchor illustrates
. flukes inclined at an angle of about 50°°with respect 't6 the
shank. '~ However there is no”disclésiure that the flukés are
inclined at an’angle of aboiit” 50° in the' détailed ékpiﬁhéﬁ

tion of: the’inventioni "

s characterized by a



L Fig' ;1 SRR B R S Fig' :i!z.-.

1 shank: 2; fluke: _ 3; connecting ring:

Grounds for declining“in“the<originalfdegision;,.

The 1nvent10n An the.as- -filednspec flcatlon was

 :amended to 1nclude as one.of. 1t5>lndlspensable matters. that
the open angle of the two-flukes should.be at.an.angle;of.
:abfp};;:‘. ,50° relative to the. shank. . However,.the as-filed~::
spedification contains only the disclosure that.the:open:.
angle of the flukes should not be limited to 45°, but can be
suitably selected, and they fail to discleose that the open
.angle should be held at about 50°. Accordingly, the amend-

ments make a change of gist.
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Trial decision and the grcuﬁds therefor

The orlglnal de01510n is reversed.
The trlal examiners are of the opinion. that. with

i respect to the connectlon betwaen the shank a”dﬁthe two

flukes; the as-filed-specification does not-contain-any

ﬁspecific stpporting deecriﬁtibh, bﬁt the dr%wingf_paftiéu—
llarly Fig.ﬁl,.clearly ehowsjthe flukes ere mountedzatrat
fangle of approxlmately 50° relatlve to the shank. :

| The amendment 15 obv1ous from the dlsclosure ef

“the as- flled-Spec1f1cat10n.
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Title: PATENTABILITY OF INVENTIONSVDIRECTED T0,.
v 'COMPUTER-RELATED PROCESSES

By: ' HAROLD D. MESSNER AND WILLIAM H. HOOPER
|_CHEVRON RESEARCH COMPANY.. : ,

““Sféﬁdéfd“pil“C¢mhahy,pffcalifbﬁﬁiafT86631Y”Hagffwé-fééééféﬂﬁéq‘
sidiaries, Chevron 0Oil Field Research Company, Whlch conducts
exploratlon and productlon research, and Chevron Research Company,h'
which 1s respon51ble for all other research as well as all Soeal -
patent respon51b111ty.z Inventors in bcth companles have developed a ;
number of processes and technlques Whlch use computers 1n one or more
of thelr 1mplemented steps.‘ We belleve that our experlence 1n prose—:
cutlng one such 1nvent10n in the Unlted States Patent and Trademark
Office (PTC) will allow us to brlefly descrlbe here the evolutlon of :
the_law.relatiné to;the,patentabilityqdf:such'inventions as prohounced
by .the PTO,-the Court .of Customs-and.Patent Appeals (CCPA): and:the '

United States Supreme:.Court.. -

Tc be spec1flc, the partlcular patent appllcatlon 15 dlrected to a“d;
seismic enhancement exploratory technlque 1nvented by Dr.‘J w C.
Sherwood.' It =] been w1th us at Chevron in prosecutlon 1n.the PTO for
over 12 years w1thout change 1n the spec1f1cat10n°.1t lS stlll belng
used by Chevron exploratlonlsts, partlcularly in the southwestern o

portlons of the Unlted States, and 1t underlles many of our recent

exploration successes.

- 253



The case basically covers a revoluticomary (in i?ﬁé}lﬁ?yiéﬁdﬁlératiné“:

{converting) a typical time-amplitude seismic section that is. gathered

in the field, into an amplitude versus' depth récord.  'Th ‘ter
improved record in effect places. the reflectors associated with strata

deep withinthe edrth in’theircorrect depth” i‘oé'ét'i‘éﬁé” on e rddord:

The problem doesn t sound 51mple to me,ﬂand 1t lsn t., Wheh the .energy

waves travel through the earth, they sometlmes bend, deflect and

. otherwxse change from stralght llnes of travel (from source-to-

\.,‘

reflector~to~rece1ver) due to many factors. The sub]ect method

allowed events in the t1me record of a typlcal selsmlc record to be

.51mply placed in a depth sectlon as a functlon of the ve1001ty of .

propagat1on of the wave w1th1n the earth.

We..believe we weré the firststo automatically migrate the -timé section
into.a depth section’using a'computer-related process. “Looking from -

the perspective of 12 years, it appears t0~USﬁthatﬂiﬁ*isftheﬁway*weﬁf”

d1d the process is perhaps not as 1mportant as the fact that we dld 1n
fact perform lt-. As lt turned out, news of our success leaked from :

our corporatlon and spread to others ln the 011 1ndustry. As a conse~

quence, others developed new alternate technrques that have been‘

publlshed in"a number of scxentlflc ]ournals. -For example, see the

artlcle by RP H‘ Stolt,:"M1grat1on by Fourler Transform"; GeophySLCs,

Vol.' 43, No. l, February 1978 Page 23 et al.'-

We think in this matter that we were like Roger Bannister, the man who
first broke.the four-minute barrier in the mile run. Once it was

done, others guickly followed. The actwal prosecution of our Sherwood

— 254 -




applid&tﬁﬁhihaé'beéﬁ”lénéthy:éﬁé'bhécﬁéfedJ 'Bfiéfi§,'iﬁIWé§”fifs£'”

rejected by the PTO as claiming nonstatutory subject matter under

Titlé‘35ﬁu;§.c;-lbi}:ﬁﬂiéhﬁﬁroviaééé'

"Whoever invents or discovers any hew ahd useful pro-

cess, machine, manufacture or composition of matter, or =~
any new and useful improvement thereof, may obtain a
" 'patent therefore, subject to the conditions and require-

ments of this titlesw O

The PTO said our inventidn just did not £it into adny listed category;

it then changed “its mind and'allowed alil’ of the'¢laims. ' We then

refiled the application, only adding more ‘comprehensive’claimé.
During this ‘period "thé Suprenme Court anhoufced its decision in™

Gottschalk “v! ‘Bénson; 409 U.S, ‘637 (1972)L { 'In this case ‘theé’ Court held

‘that a method éf*prbéram@fngfafgénétd&*ﬁurpoﬁeidigital“dﬁmputer to
qonver£ signals from r-b’ina:?y—"caae'd' ‘dedimdl form intd purs’ bihary form,
without anything:else, was unpatentable. - 'However, Justice Douglas'
opinion did“lend’enddurddement. ' Fi¥gt) dlthHough he found the Benson
software—~firmware inventions could be patentable if certain conditions.:
were satisfied. “We thoughtiour cdsge ‘mét +those ‘conditions ‘and:hence:: s
were encouragéd?téscontinue prosecution in the PTO. ::Such: encourage<:
ment‘was. augmented: by subsequent vlower:.coutrt decisions ‘interpreting .’

the: Benson:-decisions in:line with:out positionms..: o ovmal ool mosie, Do
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While we wgrg gtill inrthe_PToi‘thg $upr§p¢ qurtkdeqiﬁed_Pg:kerrv._
Flook, 437 U.5. 584 (1978). In that decision, Justice Stevens lent
support to both sides of the.controver§y,J_Al;hoqgh thg‘Cqu:terpnq_‘vh
that the invention was nonstatutory subject ﬁatter under Section 101,
it pointed out the "faults" of the claim of the application as

follows:

.!The patent application does not purport to explain how

to select the appropriate margin)ofesgﬁegy,_thg weight-

ing factor, or any of the other variables. Nor does it
-Purport. to contain any disclosure relating to the .. . .
_chemical processes at work, the monitoring of process.
variables, -or. the means of setting off an alarm or
adjusting.an alarm system. . All that it provides .is a -
formula for, computing an updated alarm.unit.. Although. . ...
the gcomputations can: be.made by pencil.and.paper cal-..:
culations, . the abstract .of .disclosure .makes. it clear: .
- that the formula is.primarily useful for computerized.
w¢aleulations producing automatic .adjutments.in:alarm .

settings." . ...

After studying :that decision.in . detail, we-believed our claims:in:the:-
MSberwopdwappiication_did not have:these:types of:shortcomings: men- ... :
tioned;by;JustiCe.Stevensu ‘Weaconfinued:our-prosecution;in;the;PTOf;;u

and.when the Court of Customs .and Patent‘Appéals,thiSGyearfagreedgwith:

our contention, we thought our prosecution had ended in victory
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(In Re Sherwood, Giﬁ'Fea“HZﬁé 809). This was'not”eo:“ The CommlsSloner

filed for a ert of Cert10rar1 from the Supreme Court to review our

CCPA~ dec151on in view of thelr forthcomlng dec151ons in Dlamond V.

. Diehr et al and Dlamond v. Bradley et al both cases presently before_ . .

-the Court, whlch again raises the questlon of nonstatutory subject N
matter and which will be argued in the Court just about now.  After

the Comm1551oner flled hls petltlon, there was a flurry of act1v1ty 1n.h
Chevron. On very short’ notlce,'about two days,'we made a mOthn in

the Supreme Court to consolldate our case with the above two mentloned
cases alréédy'onithe{r:doEketf That motlon h0wever, was turned ‘down
withont comment. So CH&Vron now awaits the de01s10ns in the" Dlehr and
Bradley cases. We did set about to vigorously uphold our position by,
£iling an ‘Amicus Brief in Suppsit of patentability of the Diehr et al
and Bradléj'et-al‘fhﬁehtiéhé; ?ﬁé*&éke*nof‘aiéhé; eéfa'ﬁumber?of

organizaticns and trade 'associations did likewise.

In any event, we awalt the dec131ons and at the very least hope that
the outcome w1ll brxng about a clearer understandlng of Just what is

patenteplerln th;s‘very.aotlve_area,of‘teehmq;ogypﬁ-ﬂ,__

In closing, we might offetr ‘some’ geheral comments), observations and

conclusions resulting from ‘our EXperiencés in this matter.”

(1) It is ‘most difficult to maintain’a patent effort of this nature
over>an‘extended‘period*bf*time.:”The“ciréumsténees have ‘to be
just ‘right. “'The ‘invention itself must  coatinue  to'be’worthy of

protection from the company's point-of view, ' If'it falls into

—25%=



(2}

dlsuse, there is no justlflcatlon to contlnue the patent effort

that is requ1red under these c1rcumstances. Also, the company

1tself must be comfortable w1th the type of clalms that are setset

forth 1n the appllcatlon, they w1ll obv1ously have to undergo a.J

great deal of cr1t1cal serutlnv

Not all appllcatlons related to computer~related prooesses‘ e

requlre the efforts we have descrlbed. You probably share w1th‘

_ us, cases ln whlch U S app;reatrensn}uvelvrhg‘cgmputer7relateq
wiﬁventxen_s breezeépﬁhtoush‘theup?oﬂ Why, has this occurred? .

. frphably hecause_of.thetpreeencelgfAghe:orqmgre_qf.theﬁgg};owipgﬁqm
Afactors.___ ”l | |

,(i)n_“The 1nvent10ns underlylng the, appllcatlons were in .a tras -

.”d%txenal art class of technology with a stable group, of

relate well to the equivalency of analog and digital

ﬁiﬁﬁleﬁeﬁtatibh Of stéps. For example,'sllde rules haveThﬁ

“iHever posed a patentablllty problem to the PTO

(1i) The 1nvent10ns were placed in'an art group familiar w1th_:*hn

] the,technology and the inventions‘usedramdigitalacomputer,
inventions to be,examined. In such cases, the fear that

... the computer. was .involving: scientific truths, mental

. -Processes or intellectual concepts.were;overcome: by the.:

..reality of. the external steps: surrounding: the step(s): .

involving.the computer.. ...
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(3)

(4)

(5) .

The  Courts and the PTO-are{were?) maKing g fundamental-error in

eguating algorithms'with‘"mathematical'expressions of scientific

s truths™. ‘The two aren’t the:same.’ We are:encouraged: by  the"

opinicen of the’ Chlef Just1ce of ‘the- Supreme Couirt ‘in"Diamond’ v.

mehakrabartz 206 USPQ 193 (1980), that the Court has rECOgnizeleIMLw

the - difference, The Court has recognizéd’ thHak the force Bf™
‘gravity, “the energy of atoms ot solar heat’ are all naturally
“occuring phencmena ‘and ‘they ‘are not sidbjéct to patent monopoly.
" But where a man utilizes thé phernomena, the fesults-of ‘his’

i &EEBrts ShHould beprotectable By patent ‘grant.

The' heed for stability in the ‘examining-c¢orps within thé PTO"is

. vital. For'example,; in ‘the 1960"s and 19707"¢; the seismic’ pro-

“cessing art igroup ‘had ‘@ ‘large number of new examiners who Wére

unfamiliayr with analog methods that ‘overlayed our invention' as

“well ‘as digital methods. S¢'when digital implemented procésses
game ‘into Being, théy were ‘éven moré unfamiliar with thém than
“a¥amineérs in other examining groups:

_And as the complexity of the disclosures grew, so did their -

_; apprehension. Result:, uneven examination withinthat examining..

group of even the best prepared patent applications....

while at one time the PTO.was urging the Supreme Court to.declare
éompngrfpe;gted inventions, unpatentable because of the.PTO's

inability to examine such inventions, they don't do so today.
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Instead they merely tell the Supreme Court that -they. have x.:.:

-:numbers of cases awailting .examination and: x.in this case! is a

relatively small -number. . There are good reasons for the .change

-in BTO:position.  It. has.developed and .implemented: a rather: .

~Sophisticated system of -classification of.-computer~related:pro~

cesses.. that. is perhaps unique .in.this; world. It.also. provides

for: orderly-searching of .such applications.. For example:, .in the

Manual of Classification, classification definitions associated

with Art Group.364 for "Electrical Computers.and Data Processing

Systems” establishes.the.methodeclogy for .examination:.of, computer-

related inventions. As a result, any type of programming method

. :can be:logically examined. While the classification within. .:

.. Class 364 is:;estrictédgtq systems -that have "structural details”
.associated with computers, and indicates that. programing, methods
. Will be farmed out to other patent arp,grpups,:ggapchingbﬁpf,_

| appropriate prior art by functional equivalency is set forth in

. »8gtail.. Bo any examiner within the PTO. cap quickly, check novelty

of the equivalent mathematical algorithm of any claimed process

by using the Class 364 guidelines.

‘As‘we'see’it, the search facilities and ‘guidelines are Available

within the PTO For examination of computer-related “inventions.

All that's required has been developed and is in place. The

“"eXaminers are just awaiting the decdision of the ‘Supreme Court in

-the Diehr and Bradley cases- to start working on-such’ casesi’™
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Whether the PTO will-beginﬁéﬁéh'ﬁork, of course depends on the

extent that the Supreme Court reguires it to:do: so.

(7} We expect the Supreme Court decision in.the: Diehr and Bradley

Jéése;mgg-be ek;;éhéiy.;iose. 4Sigéé“thé‘present cases are
scheduled for oral argument in October-November of 1980, we
should have a decision gopni”ﬁﬂopgﬁp;%yj};bwil;tgiarify;tpeﬂ,ﬁ::‘
issues so that meaniggfu; business arrangements. can be ﬁade“based

on well understood principles of technological rights.. .. .

{8) We have placed markequg_copagg_pf the“Digp;ﬁgnd @radleynclgimss_

in the Appendix for your study if you care to do so.
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_ APPENDIX &

Bradley et al Applicaticn

Ciaim 1 of the Bradley and Franklin

appli¢ation reads as follows: = © =

1. In a multiprogramming compiter system
having”a main‘memory, a central processing 77

QRLET (CPUY Goupled to SA1d"miin’ memory, ‘said U

CPU controllihg’the state of a plurality of

groups of processes being in a running,

resdy; wait or suspended state, said domputer = 77

system also haGinﬁ“séfatéhﬁaﬁ"feéiséﬁ%&i5515&'%”1
accessible to an operating system for con-
trolling said multiprogramming computer

system, a data structure for storing coded
signals for communicatiné between said pro-
cesses and said operating system, and said

scratchpad registers, said data structure

comprising:
COMMENTS
(a) first means in said data structure and [the "RPW" word
communicating with said operating system for location in the

. storing coded signal indicative of an address system base]

for a selected one of said processes;
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i CCOMMENTS -

(b)-,seqond:means;in,said;firét“méanslfonhtbﬁ'*“{TheimPRI“~fiéld§5f

storing coded-signals indieating: priority-of "+ - the REW word loca-'

Mmggiagseledﬁed:one»of'saidfprocessesmin;‘L srevin Dieion o ‘khe syste
-relation:to-others of:said processés for -t “ibasel’

obtaining:ceontrol of isaid CPU when réady; -

(¢} third means~in said data‘structure and” ©° Tthe ™I and G" ‘table
communicating:with said-operating’ system,* for' '~ iwords’ of the system

storing ‘coded 'signals 'indicativefofans - ¥ 74 “EUIpage]r o

address ‘for ‘a‘selected one of said pliurality ™ " =

of groups of processés, ~and; -

“(d) ©fourth deans “coupled “t6 $aid data ™ ftne mickonode Tor
structure and said scratchpad registers, for imbiéﬁéhéiﬁg”fﬁéf‘
generating signals causing the chapging of function of the
information inisaid data stricture andisaid *7 TSwitén Systen base

soratehpad regiBters, bins prol Ao wad el il B L v ed

“as'firmware in the’

augn o gt gl L ameRlRAS RS GG R0esE ”éaﬁﬁfoi”étéfe”éf“fhé
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Therqupﬁngtipn_cla%med by Bradley comprises a first means (the RPW
word) for providing the address of a selected process withinia group
of. processes; -a second means:with- the: firsti:means.for specifying the
priority of that selected process;. a:third: means for-providing the ui-
address, of  a selected group of processes-that contains+as’one of:its’
processes the selected process:.of the: first meansianda’fourth means<-—
the firmware--for changing the,data in<theudata structure:(inecluding
the first, second and third means) and the scratchpad registers. The
third means provides an address. for the:.selected grouprof processes .
‘that contains the. selected process that:will.be: in:the running.state."
"The first means provides an address:which -will..be:used with:ithe: "
address of the third means. to:locate;the startingqaddress.within,theis
selected group of processes of the instructions that .will, be: fed: to
the CPU execution circuits. The function performed by the fburth

means }g{spgwpqinpthe functional ;qu%diagrgmsipf~Figurgs;leﬁand¥15c

of the application,

Experts have stated that in order to consider :the subject matter...:
Raﬁgntgbi}jéyan_Fhis claim, the operations contained,inﬁ;hg;ﬁirmwapef
ﬁfltbengogggh_mégngrmust be considered as though they were positively
é?Fingméﬁth?;£995Fh means of the claims. This does not constitute

*reading in" a limgtation_to the claim that otherwise was not already

contained therein.
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Diehr et al Application

Claim 1 ‘of the Diehr and Latton application

is representative of the Diehp_prchss:_ _

1. A method of operating a rubber-molding

press for precision molded compounds with the

aid of a digital computer, comprising:

providing said computer with a data base

for said press including at least,

natural logarithm conversion data (ln),.. ;... .

the activation'energy constant (C) unigue
to each batch of said compound being molded,
and

COMMENTS =+

a constant (x)qgependent upqn;the;geometfy ol

of the particular.mold.of the press;:

initiating ‘an:interval timer:irm :said .. s lelapsedibime] tny e i
computer upon the closure of the press for
monitoring the elapséd time of said closure,
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COMMENTS

constantly determining the temperature (Z) " [measuring the

"'of the mold at a location closely adjacent to temperature]

the mold cavity in the press?aﬁfiﬁg'mgiaiﬁg;

constantly providing the computer ‘with the
temperature (2},

repetitively calculating in the compuﬁé?;J" Tﬁ[bﬁigﬁiétiﬁé"éhé;dl
at frequent intervals during each cure, the ideal cure time
Arrhenius equation for reaction time during” * ~“iging the Arrhenius™®

the cure, which is : eguation]

Inv=2C2 + x

_where 3 hé total required cure tinme, '

repetitively comparing in the:computer at™i - %[comparing for~ -
said frequent intervals during the cureeach: ‘. eghivalence between-
said calculation of the total required cure elapsed time and

i ..ideal:::'time] sririaliing

time calculated.with.-the Arrhenius:iequation::

and said elapsed time, and et mumeid add to wl
opening the press automatically when a said [opening mold when

comparison indicates equivalence. . .equivalence found]
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The function performed in eaiéh step 6f the claimed method is clearly

presented.

The Arrhenius eguation is admittedly old and well known in thé rub-

“hey-molding apty atid has” 1ong"been used for“calculatlng the Tdgdl eut

time for rubber compounds. It is presented, solved and the solution
used in claim 1 however, to achieve the‘intended result of the claimed
process——cpening the mold at the proper time to avoid under-curing or

over-curing the rubber, Although each time the computer solves the

Arrhenius equation a number is obte;ned,”un};te,?lpoh,:thet?numper is
not the end product of the clalm Rather,_thls number 1s then _com-

pared to a time factor-—the amount of elapsed tlme 51nce the mold was
closed--to determine 1f they are the same. If not, the process con- .

tinues to monltor the temperature and to calculate the solutlon to the

Arrhenius equatlon at each temperature readlng. It appears that the

mathematical algorlthm embodled in the Arrhenlus equatlon lS used

within a_claim such that the clalm, 1n 1ts entlrety, 1s drawn to a

specific, limited and practlcal appllcatlon of the prlnClple to

achieve a beneficial result in one of the technologlcal arts, and is

not drawn to the mathematlcal algorlthm‘ltself.""w“
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PIPA Japanese Group
. Committee No.. 1l .: .
Group No. 4 -
Leaders: Toshiharu KAWASE
Hiroshi CHKAWA
speakex : Michiyasu ATKAWA

- EFFECTIVE UTYLYZATION OF OUTAIDE AGENTS

S UMMARY,

“Last vear, . survey through quéstionnaire was

"’ conducted of the current situation dfnthe'petentilzu

:aeﬁErtﬁeﬁte'érithe méﬁbgf‘eﬂteibiisés of'PiPhwﬁeﬁaneee"*- A

IWQGrauELto'6btein:iuforﬁetiéh én'ﬂéw ef%eetirelf-tﬁeir o

Vloutslde agents were utlllzed and the result wae.

‘wreported verbally and in prlnts.r ThlS year, a

‘{survey 1n‘the form of questlonnalre was made dlrectly

' ,of the out51de agents to gather 1nformatlon as v1ewed ’

from the out51de agents srde who are entrusted w1th '

patent bu51nesses'by the member enterprlses

result of thlS survey serves to eluc1date the role, )

problems and demands on the part of the cuts;de :

agents, i.e. patent attorneys and thelr office
personnel{ with respect to such items as: current
‘state of these offices, qatters concerning cases where
Japanese and U.S. enterprises ask them to file domestic
petent and othex appiications, and cases where Japanese

enterprises ask them to file applications in U.S.A.
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EFFECTIVE UTILIZATION OF OU&SiﬁéKKGENTS

.. =~ On Result of Survey by Questionnaire to Outside Agents —-

PIPA Japanese Group
Commlttee No. 1

Working Group No. 4.

1. Introductlon f‘

4 Last year,.PiPA.JapeneeelGroué; Commlttee Ne. i“
conductea a survey through questlonnalre for member
enterprlses of PIPA Japanese Group oan the subject “

of effectlve utll;zatlon of outsrde agents. The result

of thls survey was reported on the occasion of the
PIPA 10th International Congress. The report sald
that as many as 98% of member enterprises who answered

the gquestionnaire used out51de agents, and it was

then confirmed to be a very 1mportant problem for the,

patent departments ef these enterprlses to effectlvely

utilize outside agents from the v1ewpolnt of making

efficient performance of businesses concerning patent

administration. Therefore, as a second step following

0




the pxeceding survey. .of - last year, PIPA Japanese:Group,
Committee No. 1, conducted another sucrvey, by:means:of
guestionnaire, on.outside agents.who are .the.party: . . ...
‘to be u#éligeé;by the.member enterprises, with.the, . ...=

hopg\ﬁqx,qlarifyiqg_the;current state.of business.of

member. enterprises in.their.achieving.effective ..o n.vois
utilization of outside.agents. ...
. .It.is added-here that,. in order to secure.

business secxecy . of .individual outside agents;at the, .

time of carrying.out the questionnaire,.and.also.to:. .:
obtain,qs,acqg:atewgnswgrs;asﬁppssib;eifromvghem,;.,;a
the questionnaire was. .sent.out to.outside agents..
fxgmﬂtheﬂchiefs>oibthQSeapatentxdEPartmentS‘ofqrespéc*<"i
tive member enterprises of PIFA JaPan¢§3wG¥9uP.WhiGhWEréw
assigned with business related to the shipment of .

guestionnaire documents, and unsigned answers. were ... :..:

sent back directly from outside agents to the business

office :of PIPA Japanese, Group. : The, total number. o
questionnairé‘ééhf'oﬁt was 140, the number of answexrs

collecﬁed'ﬁaé 83,‘and the recovéf§ rate amounted to 60%.
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“ghé items of guestionnaire’ tomprised mainly of:
{1) information on the-currént'state”af outside agents '
now beindg utilized by membéy enterprises of PIPAY
Japanesé’‘Group, (2)7attitude of ‘cutside aéenﬁé*fd¥
orders placed by Jdpanése enterprises to file domestic’
applicatiéns, (3) ‘attitude of ‘outside ‘agents Eor orders -
placed by Japaheéé“eﬁﬁéfpfisesgtd_filé dpplications™ i
in U.S.A., and (4) attitude of ‘Gutside’agénts for “* -’
orders pliatéd by U.5. énterprifés ¢ filé applications
in Japan. In’cach of thege itéms; ‘the “intent was
placed‘on"grasping the-current state as‘well és-problem§’
involved. "“Item- (4) mentioned abdve ¥epresents infor= -
mation which is Cénéidéréd GSEfuY For ‘U. 57 ‘members of "¢
PIPA." "It is my pleasure if the abové-stateéd information
will 'sérve as'a refereénice for ‘the future growthiof ' 7.~

better business relationship between U5, éntérprises '

and outside agents. iR

2. Current state ‘Of patént attorneys' offices used by =+~
member enterprises of PIPA Japanese Group )

(1}_.patg.of establishment -

Many patent attorneys' offices were established




o-during ‘the 107 yéars' period roughly frem 1960 to 1969.
Aboiit orie half of’ the existing attorreys* offices were
'eStablishéd“during*this~periOd¥* Thé ‘number &f thése

-‘offices established prior to this period is guite - small..

It will-be: 1nterest1ng ‘to’ngte that:-this treénd 001n01des

w1th the trend and ‘the perlod'offa marked development
of ‘econony 6f Japan:

(2} scale 6f ‘6rgdfiiEation (Personnel), length of
. experlence of experts

Patent attorneys offlces w1th a staff of l 5

persons are noted to mark 40% whlch is nearly one half

of the total number of attorneys' offlces. Large:

offices hav1ng a staff of 20 persons or more are hoted

to be only 13% of the total Similariy, offices

having just one patent attorney occupies one half,

namely 48%, of the-total-nunmbe# of offices.” 0ffices

,with.é,or:mpreﬁpatent”attorneys stand at 14%, .Also, .. ..

“in regard to the number of'persons who prepare spec1f1—‘ﬂ

cations, 1 to 3 specifioation writers ere found iﬁ

offices covering as many as 46% of all the officeg

hnder survey. Large offices with 11 or more specifica~

tion writers are found to stand only at 16%.
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:-:0n the;othet;hand;;with respect:tothe;average
---length of experience of.the specification. writers,.
~those .offices with persons;haﬁipgﬂ6,0r=more,yeers of
.. experience cccupy 80% . of the;total.number,of,offices.
..Even when limited to those offices. having.skilled.-
-, 0l1d timers:of 10 ox more;yeqré' experience, theiri:
number was found to be at a high. percentage.of. 50, .
..The result. of guestionnaire. shows .a-large
variance in the organ;zatlon'scalerof attorneys' offices.
‘Though some dlfflculty 15 felt to take an average
-:value 1n terms of offlce scale, an attempt was made to

show thls value as . in the follow:r.ng Table l

Table 1

Average scale of patent attorneys
c2-pffices in term of: personnel -

Establishéd Total No: of No. of patent “'No. of ‘specification
in _persons _ attormeys writers
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25 Last year's:report:shows therresult cfrsufvey
.that:the patent:departmentih-a-Japanese:énterprise is

not an organization consisting of patent attorneys,

i buti:aniorganization-comprised of .many-experienced

- -abtorneys. .o

~ispecification writers. :In contrast.théreto; a conclu~

:-office-is.an -organization: having imady experienced::

-specification:writers centering -around a ‘few patent

(3). :Business at patent-attorneys' .cffice i

Lo Patent attorneys'-offices ‘having supplied:their

;waqswers~toﬁthe:questibnhdireystating“that*theVnumber of
patent applications which they handled :during.:the past
‘one - year:was::200-500 .were .found-to constitute the

- majority;: being: 36% -of the: total number! of vagents?.
offices, folloWed:byﬁlG%”éfnoffices~handlihg:SODilDDD
cases... These: twd being combined: together;ithe number
covers: 52%. of:the total number of:agents’iofficesi::
These numbers:ofiapplications. handléed by:the:agents!
offices naturally are proporticnal to the largeness of

organization (personnel} of the agents' offices. Thus,
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w»the offices having a. greater working force.are noted
to have the capacity.of handling-a.greater number of
cases.

- ‘With respect to:the.typeof .work handled by the
;.:attorneys' offices other than the business related:to
the . filing of :applications; the reésult of ‘survey '
sﬁows~2.cases of :licensing; 30 :cases tof “investigation,
15:-cases of making professional opinion; :and ‘2 icases
of litigation, per year. Cn the othexr hand;  businesses
entrusted by ‘U.S. enterprises:are noted:te bei9.3":

¢ ..cases iconcerning investigation which is:the conly

4. noteworthy number iamong -all-other: miscellaneous -types

ziof businesses o innad v
. From .the: fordgoing result; patent -attorneys”'
offices: may: be..concluded: to rely principally on: busi-
i:nesses’ relating: to:filing:of applications. . =ouiilc
-+ The-operation:of  filing application will:.. .
hereunder:bewviewed in teims.ofmload:peruindividual;
specificationnwriterwfas:showniin;Table*2.Lﬁh“"“*‘“
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_applications.

Table 2

Number of appllcatlons (patent & utlllty model)

Per specification
Per agent' office -writer ... .

No. of patent

15 completed Very 2 to 3 d

‘ However, quallty of work cost and timing should

e 782 e 157 P

By simple calculation,.tﬁiseﬁeble;ehore“that

one person handles 10 _cases per month i one case

The valuation of the

abovenmentloned data may vary dependlng on the readers.

certalnly have a close connectlon w1th the load of work
performed. As such, the above data are cons;dered to
provide a noteworthy information for the enterprise

side.

4y rype e Erelients of ES or. ys

From the result cf survey, the number of cllents

haV1ng placed orders w1th attorneys‘ OfflCES durlng

one year is as shown in qule 3.
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Table 3
- Average number of clients
Large énterprises. of .Japan:. -7 9

Middle c¢lass & minor enterprises
of Japan

mIndlv1&ual persons ..

U.s. enterprises' ] S 4

Though a matter of course, the 1eve1 of power

o

to create 1nVEntanS is autstandlngly h gher on the part
of enterprlses rather than—lndlv;dual persons. Thus,

buslness at Japanese patent agents offlces is inferted

“to depend largely on orders supplled from the enter— ‘

PIlSEE.'

3. Attitude of patent agents for orders placed by L
member Japanese entexprlses :0f PIPA . Japanese -Group
to ‘file domestic appllcatlons

‘fiji Cuxrent state of utlllzatlon of out51de agents
Last year ‘s survey shows that the entexprlses
which ask for the serv1ces of outslde agents for '

filing applications are mainly those enterprises in
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level. prompts -the enterprise to:sSénd:eut orders. to:

the fields. of. electronics: and: machineryi: Thesei#

ent@;prisesjarezrepdrted;;qido so.because;of the follow-

~ing:situations,:i.ei .(1):the:necessity:for:encouraging
~the.patent department: perscnnel to<qgngent:ate_theitf¢

energy;en the patent-administration-operation of~avhighex

ocutside -agents pq‘undertakemthat:kindqof.work,whicﬁfa?

may not:be. handled necessarily :within the ‘enterprise;.:

and:;(2)..the need to:go through with those :items of
wo;kgwhich;ganhqt-be;completgd«within the enterprise::
bY;ajljmited¢wqu force thereof; i.€.: overflowing work.
In. each. of these. two. phases, the.type: of:business .whose
handling.is. placed: on the hands: of outside: agents: ‘is;:
invariably,. patent application... ...

%.. ... This chapter; is.intended.to elucidate: the::
attitude;of“patent;ageptSvunder;the"abovenmgntionad ey
situation: of.the enterprise: side -about businessizwiuiug
conqernipg filing;ofwapp;ications,.withzthe‘hope.forl4:

more efficient use:of .outside agents in.a more:desirable

WaY e o o
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(2) Attitude of:outside.agents. for orders’ received
: - Survey:was made firstly of-what the’ outside’
agents. themselves think desixable in carxrying out- their

r8le :as patent:agents. The result:was that the answers

‘received from attorneys' offices:-stating the intent 'to

undertake, 'as specialists, the :.entire operation of
filing applications ‘on ian ‘equal footing with' the- =7
patent department. of ‘client enterprise amounted 'to 53%,
and those stating the .intent to undertake; on-an equal

footing with thé‘patént.départment!of-the~entéfprisé;f“

‘the-operatiocn of Ffiling applications in such 'fields® of

.technigue as-are outside:‘the han@ling capacity of ‘the':

application. séction of: the client ‘enterprise as well
as to undertake overflowing applications’ were: noted to:
be 32%. : From these reactions was: sensed the trend of

the ‘patent: agents:to:appreciate’the intent of’the:” + 77
enterprise: side. :However):it: has:been made clear’ from:

this: survey that the outside:agents'do'not’ desire to <

. undertake:the work not-as subcontractors of the’énter=:

prises, but that they want to do the work on an equal-*

footing with the enterprises.
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(3) ‘Problems on the part of enterprises (re:
mittal of details of invention) = .. . ... our

. What has now become the biggest matter of .

concern fox the respective enterpriges, in connection . .

with the demand within the 9nt§¥PriﬁeS_fPr;FaFiQﬁa;izﬁi

vely transmit the details of an invention fxom the . . ..

inventor to the outside agent, .For example, outside .

department of an enterprise (applicant side) is
responsible, the fact that. the applicant, side provides..
the outside agent with only necessary minimum materials .
such as brief report of F%S%W.h- prepared by the inven-,
tor including data and sketches of drawings. Certainly,

a trend is.noted of the enterprise side to try to save..

labor and, time of the patent department.personnel onm ' ..

the occasion the contents of an invention are conveyed..

to an outside agent, asa. means to contribute, to the

materialization of said rationalization Unless, ...
however, sufficient. information on the invention is .. ..
provided to the outside agent who is asked to undertake

application business, no good job (preparation of
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specification) would be expected as a matter of course.
Thus, this may be safély labeled as the prablem of °
topmost ‘importance and ‘coricern at the present stage.

as 5 ‘Soldtion fo £his problém, outsifie agents desire

t8te-3-t8te discussion with ‘the inventdr, and also
periodical technical ‘orientation be provided By the

enterprise side’.’ ‘Patent departhents of enterprises 7

consider ‘it notéworthy that orientation of specificatio
writers is desired by miny outside agemts. Thus) such
orientation ﬁ&uld'héﬁé“tbfbé di%en“ﬁaéitiieiﬁ,"éiESLfiﬁﬁ'
the viewpoint of making efFioient usd of limited Ffie
working touss. -
(4)"“Problems o the part’of outside agents’ e

“e7imo théquestion as to the causes for 'dissatiss
faction of applicants dbout the ‘result of job'if such

causes éfe“abhsidéféa’%éeiési&éFﬁ{tﬁvthé”oﬁ£5i&§"égéﬁf'”

(1) no'sufficient timé can BE affordéd for the prepara-

tion of ‘application déciments, (2) smallness of ‘cffice”

scale hampers “the undertaking of sufficient amount of

work, and” (3) too much time’is consumed before an
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These dissatisfactions perkiaps’

application’is filed)
- fnay ‘tome ‘Eromr, Terbné'fﬁingi“Shoffége'Bf’man-pdwerLoh
the part of ‘patént’ ageats since’ many of them ‘are

relatively small™in $&ale'as’ has béer revealed ‘in. the”

preceding chaptery @nd for another’ thing the severs’ "

practice. v

{5) "~ 'Othér matters

Regardingfaéénér ééé,“éﬁéﬁéfs:éﬁating”“biliihg
.on fixeﬁ"fafejbééis“?bf'1ike3bésis”éﬁ5weﬁ;é high rate
of 964, and Billing 6f time Dasis was Found t67bs 28 low
aé“2%;7”Thé;fixedﬁfététﬁﬁéiéﬂﬁhich4§ivééaéiéd§”iééa“6f
“cost ‘estimation wéuid*éerféiﬁly‘BéﬁattfééﬁiVé”to?éﬁef”

enterprife side WHich ‘sends out a large number o

4, “Aftitude 6 patent éﬁéﬁféhfof ofééiéfﬁl&ééﬂ by
member Japanese enterprlses of PIPA Japanese Group
G TELTE appllcatlons ‘in UIEIR. ‘

(1) ~‘Seldcticn of patent agent

' LagklyddEs siivey shiows “thit medt of the
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member, enterprises of PIPA contact U.S. agents, through
Japanese patent agents, for applications filed in U.S.A.
- The survey: .also shows that the number of U.S. agents.,
with whom one Japanese patent agent.is: in constant . .
'busi?ﬁﬁﬁﬁrgl?téog is relatively small, being 1 to 3.

- offices. In.view,of the largest number of answers ., .
:-Stating that the criterion for the selection of U.S..,
agents is the past results of work of the U.S. agents,
it is conjectured that their business relations have .
lasted.for.a.considerable length of time... ..

. ..0n the other hand, the cases that a U.S..
woattorneyst office ig designated by theapplicant side,
are unexpectedly few, being about,16%. .This may lead
to the conclusion that, so far as.U.S, applications are
concezned, .the Q?E?neﬁeﬁﬁntﬁFE?;sgﬁ;?ntiFQlf;%@35?5Fc-
Japanese patent agents witpegqlgggiqq_ofﬁuisﬂk@ggnts;:
{2) Operations at patent agents

+Transmittal of contents of an invention from .

application,

a client to a patent égéﬂt for”afﬁ,S{t

in about a little over 70% of patent agents not.only.

through documents provided. to the patent agent but also
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' throvgh' interview with & petson of persons of the entert’
prlse : 1nchargeof patént” business. a The - factthat, in e
" many cases, the”information of an 1nventlon 1sreplenlsh-
€4 through intérviéw in spite of the’copy of the already.

filed Jipanese specifiédtion provided to thé patent

agent'is considered to signify that the importance of
such”invention 18 HiGh." This is a phase Which is sub-’
stantifily difbatent Frck Fhi pattesn hotid wies d Bidede
aiant 15 HeRBE S EDida"EaRaALS applikhisRY

‘Nekt, ‘the Subject will be switthed to the extent
of changes made in’ thé“conterts Between Efié':'&é’péﬁese
sl icition and ied Sorespnaing 008, ‘Shstidation.
Firstly,’ the ‘ritic of “dobined appl:l.cat:.ons wheréin the
contents of ':spe'c:ffi(:ét'ioﬁé"‘af two or wore 'dap'élﬁes:'e:
applications ‘are ‘combined fogether into ore U.S. applica-
tion relative td the total number of U.S. applications
is as large s 45%. " This ‘abundance of combined U.§.
applifc{aitilaﬁ's méy be ;du'é‘, 6% oné thing , to Ehe'" &if'f'e-:réﬁcé:
in the ‘practice Between thé United States and’ Japan
concé-r:‘n'-iri@. the :s'doﬁ'e"' ‘of ‘inventicn which can be  *77 7t

A mére imporeant’

incorporated into one” applicatio
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cauge for the combined application. however, i sopsidérs
ed to lie in the earlier application principle in Japan;.
which prompts the inventor to file an application
immediately upon completion of an ipvention.at 3 ‘certain
- level, hovever low the level of,this.invention may be,.
without waiting till this invention matures. into a much
higher degree in level. Thus, a combined application. ..
is considered to cover that yeakness of each.of the. ..
series of ‘individual applications which would be exposed.
if they were £iled separately in the United States.

1t ghould be noted here that said chamge of ..
contents of a specification is done mot only at the time
a combined specification is prepared. Indeed, as meny....
as 51% of the answers state that even.in case.a U.S. .
application is filed from a'single Japanese application,
the contents of the U.S. specification are changed . .
materially,  The above figure is by.far the greater

than the 37% for: the changes made in just the formality .

to represent the fact that the U.S. specification has . . .

been substantiated in contents by the addition of those
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examples conducted and the findingsobtained.after the:

first-filed Japanese application..: .

io- Then, which of the Japanese patent agent -andthe

U.S. .counterpart prepares the complete: specification-.of

theyy.Sruapp;icqtiqp.whigh;has<bgen;thuszchangedg=ﬂ-v“"

" stbstantially? | The answers. tell that as high as 80%.
°?~Fhé4?aP?“e$é,P?tentiagentsfprepape»fihalsEnglisha:-r
.specification; for £iling, which indeed is:a‘remarkable
high rate. .This,.in. fact, is.a great, difference as. ::
compared with the cases received: from n:33A.;forﬁQraw:
filing in Japan,. in which:.instance hardly any. substantial
change in;gpn;gntsjpfjspecifigaﬁign is.carried. out;.and
the U.5. spgqifigépiggsbgreJtransl@tedqdirectly into: %o
..the Japanese language:-and. they arefiled, as.will.be::"
- stated later,  Anyway, before aniapplication.is filed..
in the United States, the contents of the specification
in the English language .is.reviewed and.substantiated.’:
to enhance the quality thereof. BAnd; it is perceived: -

from the suryey.that the :substantiating:operation is

performed by the hands. of Japanese patent agents. .«i:
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(4): Problems and other matters

To the guestion as ‘to whether applicants are:
» gatisfied with ‘the résults of work doné by ‘the Japanese
‘patent agents;: the majority ‘of the answers - ‘include’
"sufficiently satisfied" and “almost satisfied". " The
redsons for the éétisfactioﬁ”includé:“adeqﬁatehand“qﬁick
commimication® ;. "welliversed #n U.S.  patent practice";”
"allowance has®been-obtained with' the claimé’ in’theform
as desired by’ clients®; "adeguate measures taken® and’ -
"low charge, high guality™. ~"*

Gl Among the: causes -for dissatisfaction; those for
which-théTapplicant side-is’ responsible consist’ mainly
of:""no sufficiént timé is given by applicaft” and®
"incompletely prepared first-filed specification™." Other
‘remarks -include "insufficiént disclbsure of prior art"
anﬁf“laék of 'perfect apprecidtion of “the “invention by &
the ‘person in‘charge ‘Gf ‘Patent ‘at client's patént ~
dgpartment”i""

As ‘forrthe causss ‘of disdatisfaction for Wwhich
patent agents: adre réspohsible, ‘there are; for' example,

"lack of sufficient knowledge of practice", "inproficiency
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of translating abillity", Winchpability 6f maKing adeguate
adviden and msialiniess OF office scaléh. Thess aeficits’
may be justified in viéw of ‘the abundance of small=scale

patéhf”hgeﬁféi offices.

5. “Attitude 6f pateht agents for orders placed by ©.
enterprises to file applications in Japan

(1) “Means 6f commmunicatibn and interchange of personnéal

" T case 0.8 ehiterprisds’ are applicants, it is
asutilzed tHat loShdiderable sare id paid’ By Both the™

applicants and Fipinsde patént agents as ocmpared with

the instancé wheie Japanese shterpiises ara applicants) ™

owing to the differencé iﬁ'iaﬁéuééé:?lééélﬁégbécfEf"S'““

manners ‘and customs, Geographical’conditisns and what not.

letters, ‘and ‘that 4% othes médns 6f commanication

one half, namely 47%, of ‘theé patent ‘agents answered that

they use tglei,’féii} ﬁabfﬁ éﬁs?ﬁéﬂf agents “using cable”
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-, O, Fhe other hand, as fo the, frequency. of visits,
between outside agents and U.S, enterprises, about 208
of outside agents visited U.S. enterprises either.
periodically or while they were :LnU.S.A. Al?P,g:_._abQPjt, .
40% of outside agents were visited by U.S. enterprises
which were, their clients. .This shows the zeal of U.S.
enterprises to vis_".i_t._‘qt_.'x_tsz‘_.‘c_ig_:, agents. ...

(2), Considerations given till applications are filed

Bs, the matters requiring cares, shout ome half

of specification so as to meet the requirements.of.

the Japanese Patent lay. From this result can he. .
perceived their endeavors to express the contents of ...
the U.5. applications in Japansse language specifications
satisfying the Japanese p;.’agcﬁ:;_c,e_._ .The answers  included
the remarks that U.S. specifications were faithfully .. .

;jtramslated for filing, and in the later stage of sub- ..

mission of Remarks, agents'! comments were stated and .

amendment was made of the expression of claims so as to .

meet the Japanese patent practice. This pattern of .

handling appears to be employed frequently as an
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expedient. for.mitigating.the.entire amount. of. labor +ill
.-the grant.of.patent. .Ancther ‘feature is noted.in.that..

about 90% of the:scorresponding:Japanese applications .of..

U -‘.‘S.-_;z--r.appli.catiqps‘;hav.e; substantially. the same;contents |

cas;those ofithe original U.S.:specifications, neither .

as -a-divisional.application:ef.a .U:S.. application... This

would be.explained .as.being.due-to the difference in
Practice between, Japan and:U.S.A. such.that.in.the.:: ..«

-Btates, the requirement for .completeness.of-specifica~-:

.tion is much severer than.in.Japan -so. that.U.S. enter

pxises make. dt:a rule.to.conduct a.thorough-review of ..

the contents of .specification before.filing; to.make: ;..

the ;specification: complete.: -
(3) .Considerations.given; for.official actions. .::-

Among those procedures which -are: taken .after:.

the filing of an application,. what bhécomes .a problem i<
An: operation;.at -;agenﬂ;é t.offices is; the-action. to be
‘taken. by, the patent ;agents. fox .the "Notice of Reasons.:. . :
for Rejection!. received.from.the Patent. Office...

0w OFficial actions .dissued by the: Japanese Patent:: .
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Office often carry a statement madé’ifi’a Very brief i
expression, ‘though gradually -improving, 67 ithat?applicants
quite’often find them-tard te comprehend:

“ 1 Under '-su'c:h:~circmnstaﬁce"5' ‘in ‘Japan; as many:as ‘80%
éf paternt agents - report official actions to their-élients,
“together with an explanation:of the office acticénand an
advice -aboit ‘the COuntérmeasureS*té5bé?takén'agaih§t‘the
office action.  Only ‘a few patent agents provide jgn’ '+
. English translation of the -office action’tg-the U.S,
_clients' . "Howéver, the-fact that nearly 40% ‘of the patent
agents havé been “informed by theif ‘client U.S: enterprises
"about’ the ‘diffigulty to grasp the point ¢f ‘the official
actions -would ‘be -a ‘matter calling for the "a"t.téri"t.:ibh“'of*'-"-‘
not only the Japanese Patent Office~aiithorities ‘alote i
but also of :all ‘those Japanese pecple ‘who-are in the

patent: business circles,’ *

{4) :‘Demands ‘and- other rna"tters";-

! From various! remarks given -i-the ‘answexs :to- the
qguestionnaire, -there is - noted a trend of self-examinatibn
on the part of patent agents themselves’ gbout matters «o

having ¢redted clients':dissatisfaction, ‘as ‘well ' as not
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a few things which are desired of U.S. enterprises.
Rmong all these demands, the.majority consisted of the:
. occurrence of troubles -due to. lack of knowledge of. the:

Japanese. Patent. Law_and. patent practice:on the part: of.

U.S.. enterprises.  'Thus, the applicant.:side.alsoi.is

tojthgsq§pangse.ratent-Law and pxactiée,_?v.q~.ﬁux

...~ Other demands included the desire tha,t.. applica~
tion_ordersfbgj?lacgdlyith,rea$qpable time:limits:till
f;lipg,,ap§5the:@esire:fpruaiqgick‘ang adequate.-reply.:
to.be provided. to.questions;sent. by the patent:agents.::
These.are considered to.be.justifiable. demands..;:::na:

.- Some .patent-agents, are. trying to have the.:: .

Japanese Patent Law -understood by U.S. enterprises

the light of :the U.S. Patent Law or German Patent..kaw..:

which are more . or. iless familiar to. their U.S. .clientsu:

6. .. Conclusion ;

From the result of, the answers: to.the .- s

questionnaire, an attempt was.wade as above to:get; hold.




of the‘generalwtrend-on'h&wﬂéffecfivély‘théﬁéﬁferprigés
are utilfzing thelr Gutside Hgentsy in the aspect as™ "
viewed: from ‘the ‘outside’agents' side:’ ' Some major findings
of: the survey will-béTPOiﬁted-oﬁﬁ“hereundé?f”énd"éloﬁg
therewith considekation will' be made as to the means of

achieving effective use of outside agents, as follows:.

(1) Patent agenfs—which;afé'utilized"by”ﬁhé:mémbérs of
PIPA Japanass Grcup>deéifeftofwoik~bﬁ5aﬁ*equa1'fgoting

witthhe?paten£:departments;df~£hé"éhterpfisésy‘and'“1'
they ‘consideras thei£=raiscn5a'affe>t§ db*ﬁnsineésiby'
undertaking overtlowing work Whiehﬂe%céédé“the*hénaiihé

capacity of ‘the patent ‘déepartments of clidnts.” More '

particularly;~iﬁ?thé‘a5§eCt of*quélifijtﬁe*auEgide
agents deal with problemis ds Spesialists in’fields 4fi’"
whichfthe-ﬁatenthdepartmént:pérgdnﬁel“ié*moré“dr”léSE i
incompetent{i'Alsd}=in5theiéspéct:of'Qhaﬁfity,zthé:
outsidé'ageﬁts-uﬁaeftakefesbé&iéllY”ﬁhdse*'bpéfatiéné:“
relating to filing applications which come out in

a large numbexr even where these applicatidhéfbéibﬁé'to

the professional technical Fields of the' patént

depattnient side:’ Thud ‘outside’ Sgents ‘Are dontributing’
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T e the patent tactids of the enterprises by pevfectly
acconplishing 4 part Gf the businéss belonging to the” -
 enterprises® Dhtent departheits on theit benslf) alidwing

the batént’ departuisht’ personnel t6 engags’ in’patent

administration businesE 6 A higher 1ave

“5tylé o avoid the consumption’ of “tine’ and Sneray of ‘the
" pateht’ department’ personnel as much as péssible witH the
aim of miterializing éiergy daving within' thé éntérprises
for those Datent applications placéd on the’hatids of ™
outisde ageits, at ledst £ill'the stage of filing them.

Thus,* theke 15 Aotida’ the prasaiice ss sbns discohtent

on tﬁézéaif;afifh utdide Agents with respect ts matters

such as’ the aféresaid transmittal 6f the conténts &

inventions.  "Also, not a téw Sutsidé igents conpla

the shortafe Bf lengbh of" ing ho

receipt of dpblidation oradr till tie tine of Filing

e AT T Sedd sl O

ehterprise sids to'give surfloisne conbideration to

the working-out of some means or other £6 ailevia

complaints.
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3). The average picture of patent agents in Japan is such
that many of them are.of.2 relatively small scale, ..
...consisting of a few patent attorneys with a small staff
of ?*PerieﬁqegwSP?CifianianF??t???“;SQ;féﬁ:?? the.
patent agents used l_ny_ ,t_h.e lmembe_r‘s_r_‘ oj_ _?;P_A_J_apé_lpe_‘s‘e Grqup
are c:once_r_ned,fgtan‘y gf. the_m h_ayg. such.a s__tropgx and olg
.-business connection with their clients that the. agents
. are supplied with constant large batch of orders to file
- 3PPlications.  This, in turn, leads to an overflowing
amount of work for. the agents' offices relative to the
relatively small scale of the working force at these
‘offices.  This plus the timing limitation obviously ..
..xesult in a fallure to provide a.sufficiently high
quality job to the clients. fThese things appear to
constitute the causes for complaints of both the
-.eetésp¥i§em%%%egéeézthéfaseetuﬁiééa. In case an .
entexprise asks a patent agent to work.om filing of
application, it would be necessary for the enterprise,
to hﬂV?-%:SRQd‘vvéérﬁF?9¢%99.Ofuﬁﬁﬁh,siFR32199;?f;Fb?f

. outside agents.
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4) In ¢asé where outside agents are reguested by
Japanesé enterprises it filé”ﬁis:”appiicétiﬁné}”thé'J"TN

:'agéntS“makE'é3thdféﬁghﬁbihg review of the contents of

the invéation, and’ donduct material chinges 6f the

;oge;hér a plurality of related Japanesé'épﬁliéaﬁibnéf
already on file'or by adding ﬁbréiei;ﬁﬁlés;fb'pfepéfe
a spedifidation in a completé Htyler~""

“On the other hand; in cise Japgneée‘bﬁésiéé“““
agents*afé*reéuestéd:BY”ULS.“éﬁtefﬁfiség to file ™
appliééfidﬁéiinrJapéniffhetjéﬁaﬁéée‘ageﬂfs‘ﬁaraiy'ﬁéké}ﬂ
any substantial éhange in the contents of thé original
U.S. specification.

These differences in the style of operations
at ﬁépanQSé'agehts'for'thésé“ﬁﬁo\kinds‘bf'éﬁ?iiéations
are ‘dué mainly ‘to the différence in patent practide
between' ‘the United States and JapénleTHét'is; in the
United states; a complete spedification is required at
the‘Stagé'bf‘fiiihg*doméétiﬁéllfﬁ whereas in Japan, 'Y
addition’ of! Contents can be dome With s relative easinéss

after ‘&n’ application had been filed)” 'As sach, if
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circumstances allow, it is desirable. for Japanese ..
enterprises also to give outside agents sufficient data
and time so as to be able to prepare the, specifi
a Japanese application in a complete style for such
inventigghgs is_expecte@itong:qppligg;;ap§; for... ...
a patent in.U.S.A, ..
5) _The majority. of matters to:.be desired. of.client U.S.
enterprises by outsiderége‘n'l;s i_§r.r¢p1gE_s?nt§@-, by the ..
lattex's knowledge of the Japanese Patent Law and patent
practice at the Japanese Patent Office.  Therefore,. . .-
ef?q;:;s to Iall‘s_s:i;s‘t j:]_;e___ u{x;‘@g:c_s_taqgi:i_.ng of the Japanese. .,
Patent Law and practice by the U,S. enterprises.by. .
making use of various occasions will hereinafter be
NeCessary. .

_ﬁihe.gboyg-statedigqsu}pfgf,sprvgy Qges,gpyﬁgq‘wf

than the average picture of Japanese patent

agents. It is expected of the respective enterprises...:
to grasp the actual state of things from the foregoing. .
rePortﬁé%PS.tﬁe-F?SP%F;quléﬁﬁxyeﬁF}sHsprve¥f~t°qseek

2 policy most suited for the individual enterprises.. ...

It is added here that, in the report of the. ..
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rresultiof; this year's: survey; no;detailed analysis has;: -
owir‘:gﬁ to the limited time, but a just

"general comparison is made based on the general average:.;:'

= values of items of surveys i .7

LT further: analys'i‘s sistmade with: respect: to:such- .

. ctadisiontions as by Tassences oF it agent ottice.

#+ and ‘gpecidlized technical’fields; More ‘intéresting-data
i may ‘be.’obtained:s . If (time:allows, we wilk certainly o ../
urdertake ssuch ané.1Y§i‘§:1:fi andiwilk: report: tosyou: the
resultss e

_Thankoyou very mmch foriyour Kind' attention.




" CURRENT: STATUS-OF* THE NEW REISSUE (REEXAMINATION) ‘PRACTICE"

--By...-William T. McClain
Standard 0il Company

Introduction : . .

On March 1, 1977, the United States:Patent 'and Trademark Office

(PTO) amended a' number of sections of Title: 37 :0of the Code of

Federal Regulations: relating to patent examining:and:appeal pro-

cedures (copy attached).: The-stated purpose. of these -amendments

was to improve the -quality. and reliability of issued patents. The

desire is that patents -be.as dependable.as possible,:iso as to
enhance the incentives provided by the patent system .to make
inventions, to invest in research .and.development, to put new and
improved products on the market, and to disclose inventions that
would otherwise be kept as trade secrets., Many of these rule
changes stemmed.from the 1966 report of the President's commission
on the patent system, and impetus was provided by the failure to
promptly enact legislation recommended to strengthen the U.S.

patent system,

in 1979, legislation was introduced in both houses of Congress to
permit reexamination of issued patents in 1igﬁt of newly-cited
prior art, The Senate Bill, S$.2446, entitled "patent Law
‘Amendments Act of 1979" would permit any person to reguest
‘reexamination of a patent in light of prior patents or
publications not previously considered by the PTO, énd the courts
would have the option of sending pending patent litigation back to

“the PTO for reexamination.
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The .House..bill {H.R.-6933).is.an.omnibus bill which includes
reexamination among.a number of features. .However, the House bill ..
does not provide for. the stay of litigation during reexamination ... -

by'the Pfd,

There have been published many fine-articles on practice under the
newrrq;es, and I w1ll not attempt to cover all of the con51deratlons
of whether to apply for reexam1nat1on, whether to frle 2 protest I
under a relssue appllcatlon, or other shch matters related to:ﬂ‘, .
reexamlnatlon._ However,_I would llke to cover w1th you the follow1ng
matters. One,:how have the courts treated a request for a stay of -

lltlgatlon 1n order to apply for a rezssue patent° Two, how do

the courts vxew thelr power to compel a patentee to seek relssue

1nvoluntar11y° Three, what is the effect of reexamlnatlon on

subsequent lltlgatlon 1nvolv1ng the patent°

Reexam1nat1on Under Rule 175 ‘

Among the rule changes by the PTO Sectlon 1 175(a)(4), was amended P
to permlt a patent owner to have new prlor art or other lnformatlon o
relevant to Patentablllty consmered by ‘the PTO by way of a reissue

appllcatlon w1thout maklng any changes 1n the Clalms Or the spec1f1-w€
cation, in effect a réexamination’ procedure. Thls new PrOCedurQE””ﬂ”“
was stated to be authorized by 35 vl sic a1 pr0v1d1ng for reissue =
of GEEECtiVé'PEféﬁfé;: Ihiorder”to"ﬁefp"ﬁring“thezmoet“Peftiﬁeht:"

prior art to the attention of the BTO; Section 1.291(4) now provides -
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for public protests against pending reissue applications and requires
the furnishing of prior art documents relied upon.,” The' procedure "
may be ‘used at any timé ‘during the life of“the patenti During ="
litigation, a’federal court may, if it’chéoses, stay proceedings "
to permit new prior art to be considered by the office,.so‘aé to -
reduce the burden on the court and reduce the cost of litigation.
The hew rules’ prov1de a departare from’ prlor pro” practlce ini “that ©
-reexamlnatlon of clalms pursuant to the oath flled under Rule':-'
l75(a)(4) is permltted w1thout requlrlng the applrcant to admlt

that there 1s, in fact, any defect in the patent of that the
'clalms are 1noperat1ve or 1nvalld. A flndlng by the PTO that the“mﬂ
orlglnal clalms are patentable over the art or other J.nfo.r:matlon'q=
submltted by the patentee results in themrejectlon of the relssue-“'
appllcatlon on the grounds that there 1s no error or defect S
providing statutory basis for re1ssu1ng the patent If durlng

reexamination, however, the original claims are rejected over the

c1ted art and the patentee de51res to amend the orlglnal clalms to
overcome the objectlon, then a supplemental oath acknowledglng the
defects 1n the patent and 1dent1fy1ng the actual errors whlch \ “:d_
render the patent 1nvalld must be flled satlsfylng the other_ o
subsectlons of Rg;e 175. When the clalms are amended and the
supplemental_oath‘ls flled prosecutlon 1s conducted substantlally

as in conventlonal reissue prosecutlon, except that 11m1ted

participation is afforded to .a protestor. If c;a;mg,arerfound
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patentable over the art, a reissue patent would be granted, and

the patentee would surrender hid'originalipatenti’ If ‘hone of £he

claiiis are found patdntable Sver ths art, a reissus patent would |
not’ be granted however; the patentee would retaln his orlglnal

patent. The DPTO determination of patentablllty in reissué’

record of prosecutlon 1ndlcat1ng that the Examlner has rejected
the original claims over the 01ted art is avallable to the publlc'
for use in any subsequent lltlgatlon

Announcements of all re1ssue appllcatlons are published 1n the
‘WOfflclal Gazette, and all reissue appllcatlons are open to'””m

1nspect10n by the general publlo. Any party who w1shes to protest

1n a relssue appllcatlon may submlt wrltten comments to the PTO
Parthlpatlon by a protestor is normaii§ llmlted to the flllng of:
rebuttal papers respon51ve to papers flled by the patentee. The )
PTO may quulre that both the patentee and the protestor Serve;uui-
coples of all papers flled on their opponent As a gene;%% . ﬂ-,;
mqtte;i:tneﬁprotestotihgsano right to}ettend,1nterviews.orf;$;:H :
otherwise participate in the proceeoings in the office. Under
special circumstances, the PTO.has indicated that attendance at '
interviews in Q?al_axgementﬁﬁpefQFeEEP?MEP%E@;Pﬁt%PR%alszmaYQbe‘;f
permitted, . The degree.of participation permitted a protestor is..
disc:etionary_withithe;BTO,_anﬁuit has been indicated.that the PTQ
is tending-toward greater participation. by protestors. Unlike .. .;
truely interparties proceedings, the proteetor;iegpnouidedfwithfnp

discovery by the patent office,
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Reexaminatiqn-sought by. the Patentee . .

A number of cases have been reported in which a patentee has sought

a stay_of litigation in orqe:ﬂtq.apply for a.reissue patent., The

courts have drawn no distinction as to whether the patentee is the
plaintiff in an infringementkguitﬁeg the qefendant_inqa sp;p_iqg
declaratory ]udgment._ Table I summarlzes some of the cases-.
Thesa cases are complied 1n the attached Index

' Table I

Patentee Seeks stay to Get a Relssue

Case ' k  Date o Court ‘ Result .

Geneféi TireK ' o March, 1977 ., HWHD;-Del. o Sfafﬁdenied

PIC I S 7 May, 1977 " 'b.bpeil. 7 stay granted.

Flsher Controls " 'Nov., 1977  5.D. Towa . stay'granted

Sauder e Seﬁt.;:igfé'“:

Stariighf. ' éepf:,'i§78 

Rohm & Haas '~ Dec., 1978 D, bel;“".'_iééay gfahﬁe&:

Fas-Line ==~ 'Aﬁétﬂ-1979 '

The pover of 'a court to stay litigation is both inherent and dis- =

qretionarylﬁhih“éecidihé’whefher”ﬁb*érdef“a*étay,sthe'geheral“":'

approach “is “to balance the’ competing: interests. ‘See CMAX, Inc. vi'"

Hall; “300°F;24 265, 268 (9th Cir. 1962). -The ‘balancing ‘test ‘has '’
been‘used ‘in every Case: wheré the patentee has ‘soughta ‘stay to"

apply for ‘a réissue pateénti i
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S.D. N.Y.  Stay denied.
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On one-side ‘of -the balance is .the burden-of :delay which: results if
the stay is granted. The court itself :is:burdenedisince it has’an
interest in clearing its docket, and the party opposing the stay

is. burdened. .because .normally his interest will-be:to cornélude’the

Wm%iEiﬂéE%QRJﬁﬁLguigﬁilm§§ﬁ99§§ibkék;1The;ﬁelazibu;deﬁMiSJEqunﬁtiﬁn“;ggmm;;;

of  two: factors:: . (1) -when, during “the litigation, the:délay will-

NS

occur andtIZ},the length of':the delayi: i 0

If the stay is sought early in the litigation when trial is years
away, the ‘delay! for reexamination is -inconséquential. At“the other
extreme; a-delay: on ‘the ‘eve’ of ‘trial douldlBé’véfyﬁdférdﬁtiﬁé:éﬁﬁn:
example of an:eve-ofitrial motion ‘for ‘a ‘Stay ‘is found in Genéral

Tire & Rubber Co. v, Watson-Bowman Associates, Inc., 193 USPQ 479

(D. Del, 1977). The litigation had begun in 1972, extensive dis-

coveryshadwbéenﬂCOmplet26¥iandétfial=Had”bééh“ééf”fdr”ﬁprfIf”Iﬁ?f,
On February 22;:1977;%Genéral Tiré, the'plaintiff-patentee; ‘solght
the stay.: The courtrefused; noting that "[i]f ‘the new ‘Feissue
procedure had béén available:at! an’earlier:'stage of ‘this case, ‘the
Court would be.far mote in¢lined to!&tay the proceédings to **°°

realize :the:berefits-of the PTO'S" inputi" “Id. at’ 483%

The probable ‘léngth Of" the delay is-‘the secénd Variable ‘dn’
assessing the burden. When the amehded Rule 175 wag £irse ~°% *%
adopted, there was a two-month waiting period., 1In 1979 this
perioa was eliminated. Several courts have stressed the

importance-of this expediting procedure in reducing the burden.
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s See; e.9g., Fas-Line Sales & Rentals, ‘Inc. v. E-% Lay ‘Pipe Corp., "

203, USPQ 497 {W.D. ..Okla. 1979},

On.the. other side.iof ‘the balance are the ‘potential-behefits which'
.Qmjght;result from reexamination by the:BTO, The courts have dis-
-cussed;nqmerous benefits @nd the weight to:be given ‘each.*: Fisher"

Controls Co., Inc, v, Control::Components, :Inc., 1967 USPQ B17 «(S8iD.:

Iowa 1977}, is often cited for its list of benefits.

..One cited benefit is.that-the .court will receive.the:PTO's expert
.opinion.on patentability, . This. benefit:is most.significant:when.-
the .art is complicated and ;there .are many. newly.discovered prior.-

art sources.

A.second .important benefit. is that: the: PTO: reexamination may end -

.the litigation. .-In two cases, the patentee:stipulated that he: =

would dedicate .the patent. if the; PTO concluded:that the claims

Del., 1977), and Fas-Line Sales.& Rentals; Inc. v.:E-Z Lay:Pipe .

ZCorE., 203 USPQ 497 (W.D.-Okla.. 1979}): ~Bven-without sucha:stipu~

lation, both litigants know that the PTO's decision will be given
great weight by the court, . So,.depending.upon the.RTO'!s decision;

the suit may be dropped or settled.. ..
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.. Othef benefits that have been named aré:-—(1) a reduction in dis-

covery problems, (2) the reexamination record can be used at the

reduétion of cost:’

Reexanination Sought by “the Nonpatented =+ "

From thé face of -Rule’1l75 it appears ‘that'‘the reexamina%idﬂ“pyéi%”
qedureicéﬁ be invokedr only at the Wish of ‘the patentedl  But itt
was :less than one year- after the amended ‘Rule was' ‘ddopted’ before -
the courts began to order paténtees to go thrbugh the

reexamination procedure,. This indicates,” perhaps’moré' than 7 “7

anythingf:justﬁhOWJmuch3therbdurts~aréﬁin%fav0rJbf*feéiémﬁhéiiéﬁfV'

Table Il ‘summarizes: some. of the'cases.  These’cases~are- compiled "

in the Index.

. {UPdble +IT ¥

Nonpatentee Asks:Court:te Order Patentee toiSeek a:Reigguw ™ 7

Case. ... - iy Blod DEbesuows Lod domCourt voot L nResulEnl

Order

Alpine Engting

E-Jack .. .- ©oJune, s 1978 oo CaDeCalifi s D Order. . o)

Lee-Boy .. . ...  -.Septi, 19 N.D:-Gas o c:Ordepin . il

Will 00ty 19780 v v 2BeBaeNeYs L oNosorder,
Choat I. ...... .- ». -De€., 1978 . .nioo ¢ NoDo Ga.wwnio No order.

RCA .0 yoveig gnop Mareh, 719790 5.0 wo-DyiDelyy neiNo order.

'Bielomatik_%z form oores AUGe 1979 i NoDy Texag ;o No orderi =

TR Choat II _ Aug., 1979 N.D. Ga. Order.
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Case. ) Date . . . .. Court.. . .. . Result

Antonious oo Oct., 1979 . ... D.MA. . ... No order.:
Slimfold 1 Dec., 1979 N.D, Ga.. . -.No..order.
.8heller Glocbe ’ Jan., 1980 E.D. Mich. Order.

Coe Labs March, 1980 .. - .4N,D. Ill.,- .- Order....:

Slimfold IT . .. ...  June, .1980..... - N,D. Ga.:. . .:0rder.-::"
Milliken:Research. .. . July, 1980 ... .. . D.W.,.Va. . . No order,.

Johnson & Johnson . .  Aug., 1980 ‘No -order.:

The courts. in the early. cases apparently assumed:. that: they - =
possessed. the pover to. compel: patentees to seek .reexamination. .
However,.none of ; them addressed: the:question: of :where: this power "

came from., Finally, in Sheller Globe Corp. v. Mobay Chémical

Corp., 204 USPQ 1052 (E.D. Mich.:/1980), a court faced up to theé

guestion .and decided that-the power wds inhérernty @7

Until-then, only one:court had expressly held that a court is. .. ..
without power to compel a patentee to seek reexamination,

Bielomatik Leuze & Co,.v: Southwest Tablet:Mfg. Co., 204 °USPQ 226

(N.D. Texas 1979).° More'recently, oniAugust 1, 1980, the Seventh’

Circuit:Court of Appeals, in Johnson' &:Johnson, Inc, v. Wallacé A.

Erikson &<Co., held that-a district’@ourt'has no authority to '

compel :a patentee . to seek reissue as’a condition to pursuing his'”
remedies against an-alleged infringer, "The'Court stated that

neither Congress nét the Commissiorer' of Patents and Trademarks '
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has authorlzed reissue proceedings to be initiated by anyone other

than the 1nventor or’ hlS as'lgnee.:w;”””ﬁ"”

‘Thus, at'the‘preseht”time}'tﬁere is a conflict on the question of

.. ¥hether a court has the power to compel a patentee to seek

during litigation.

'Effect of Reexamlnatlon on_ the Subsequent thlgatlon

Under 35 U S C Subsectlon 282 every patent is presumed to be
_valld ) However,‘the courts have dlffered w1dely as to just what
thls presumptzon means. and to what 1t applles._ It has been stated

3 that the lower courts have taken two dlstlnct p051t10ns regardlng

the presumptlons: (l) the presumptlon is evldenee”euppogt}pg
patentability which can be weighed against contrary evidence and
which can be strengthened or weakened by various factogs{auq (2)
the presumption merely shifts the burden of proof. D. Chisum,

Patents Subsection 5.06 [2] (1980). . ..

When a patent has. been .re.ex_émiﬁeé A n 1_.7i9ht:- Qf .newly. discovered: :
prior art .and the .PTO.has.concluded. that the claims are,.still ..
patentable, the. presumption. of :.,;va;,,id:i ty applies .in the ;subsequent
litdigation,.- The cases-which have beeugdecided;take_ve£y5difﬁenent

approaches: toward -the -post-reexamination presumptioni::::
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In Natlonal Tractor Pullers Ass n., Inc. v. Watklns, 205 USPQ 892
(N.D. Ill. 1980), the PTO had de01ded that the clalms were patentable
over the new art. The court was willing to give this considerable

weight: n

This court, therefore, finds that where the vaiiditf.of”a"
patent has been tested in a protested relssue proceedlng 1n
the Unlted States Patent and Trademark Offlce, and where that
wsOfflce has determlned that the orlglnal patent was properly
' granted thls court w1ll not flnd contrary to the flndlngs of
the Patent Offlce absent a thorough convzctlon supported by
':’clear and conv1n01ng evldence that the Patent Offlce s dec151on

“was "erronscu&.”

Id, at 911l "

A similar approach to the presumption was taken in Komline-Sanderson

Engineering Corp. v. Ingersoll-Rand Co., 205 USPQ 314 (D. Del.

1980):. ~'The ‘court 'noted that the ‘reéexamination decision meant "that
the "patent=-in-suit is’ entitled  to a’presumption of validity ‘and’
‘must-stand ‘unless its“invalidityﬂiefdeﬁonetrated”bY’clear~and“COn—
tmyincing proof."™ Idiat’ 318;319. -The eolrt went on, however, to '

disagree withtthe;PTouby holdingfthatrthe:patedt'was%invalid:

because of obviousness.
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A far different approach.
206 USPQ 121 (E.D. Wisc.
for patent infringement.

allegedl relevant prior

considered.

was ‘taken in Mooney. v. Brunswick Corp..:

1980) . The plaintiff had sued the defendant"

The defendant turned up 56 items of

artkwhlch had not orlglnally been

KThe lltlgatlon , s stayed whlle the patent was, oo

reexamined The PTO found the clalms to Stlll be patentable.rﬁknj.

:_1ts explanatlon, the PTO

56 items.

mentloned only the most relevant of the

The court selzed on two ltems of prlor art whlch had not been

spec1f1cally mentloned by the PTO The court declared that the

presumptlon of val1d1ty dld not apply to the two 1tems 51nce they

were not mentloned The

belng obv1ous in view of

The facts in the fourth case, PIC Inc_'¢“

228 (D Del 1980), were

court then held the patent 1nva11d as

the two 1tems.

Preecon Corp.;M205 US

51m11ar. A patent 1nfr1ngement sult was

filed, the lltlgatlon was stayed the PTO reexamlned in llght of “

newly dlsc0vered art, and the PTO concluded that the clalms were- '

stlll patentable. Unllke the prev1ous three cases, the patentee

then moved for summary judgment on the issue of patent invalidity

by‘féaéon”éf‘ﬁfiof'AEt

The argument was that “the PTO's dec151on

should be glven “prec1u51ve effect" by the court o

The éourt" concluded that'

collateral estoppel dia not apply because

‘the reexamination procedure did not glve Ehe™ defendant ‘an adequate
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opportunity to litigate his claims. The court went on to note
that .the.PTO's decision would, however, ‘strengthen the presumption

“lofvalidity.

The effect ‘of the reverse Situatioh, where 'the PTO reexamines’ and
concludes that the claiﬁE'afe uhpatéutable}ﬂiS’an 6ben qﬁeééidﬁl*
clear’ that ‘his posxtlcn w111 be very weak. One court has addressed

this gquestion in dictum:

If upon examlnatlon of the prov1s1ons of the prlor art, the
?clalms of the patent are determlned to lack the requ151te
ba'degree of novelty or 1nvent10n,‘the court may determlne that

there would be no questlon approprlate for jury resolutlon. ‘

Lee—ch Manufacturlng Co., Inc. v. Puckett 202 USPQ 573,r 574

(N D Ga; 1978) ' Thls dlctum suggests that summary judgment could

be granted to the alleged 1nfr1nger on the lssue of patent

valldlty. Ch1sum also suggests that summary judgment would be‘

approprlate 1f the PTO concludes that the cla1m5 are unpatentable-

?ill]t can. be argued that the relssue appllcant should appeal _

v“the rejectlon to the Board of Appeals and .lf necessary,ltoj{
the courts. An adverse de0151on by the reviewing courts

J_would be entltled to res judlcata effect under the prlnc1ples

ﬁ'of the Blonder~Tongue de0151on.;_
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D. Chisum, Patents Subsection 15703121 Tel” (1880)5 7

P

Thers has’ béen oné’ case’decided’ in which”the' PTO found ‘the ¢laims

“ tol be’ unpatentable  upon Teexamination’ and yet the patentee

_prevailed:in the subséquent litigation! . The.case; Control

Componénts,t Ineiivi Valtek)

‘Ing.,-2047USPQ’ 785 (5th Cir. 1980),
;isiprobhblyfbéSt'viewéa*és-én“aBefféfibn;“f@hé”dis%fiéﬁgébﬁrfhﬂﬁz
~decision- is hot'reported; 8o ﬁﬁch“ofﬁEﬁé'infOrﬁéfipn'céméé”ffoﬁ;”
Mr.:Tom Arnold's address at the 1980 Conferenéé on”the Patént and

Tradematk:Offite,

The plaintiffsihad sied thé defendants’for’ infringing’ Claim’17 of
a patent. The plaintiffs moved for a stay to seek reissue., The

secourt-refused tosstay the litigatien. ‘Neverthéléss, 'the

plaintiffs applied for a reissue patent.

Before'thestrial bégan; the DTO ‘compléted its reexamination and
concludéd that Claim: 17 -was unpaténtable “bedause it ‘was obvious in
light of the new art;iThe trial was before a jury, and ‘thé court
refused to admit the PTO's decision into evidence. The trial
court apparently 'ruled that “the ‘decision would bé unfairly -

prejudicial under Rule 403 of the Federal Rules of Evidence.

At ithe conclusion‘ofthe ‘trial, Claim 17 ‘was ‘found to-be valid,
and -the: defendants iwere found guilty of “infringeément. ~ The Fifth
Circuit affirmed and held that the trial court had not abused its

discretion in excluding the PTO's decision.
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Pending ReexaminationfLegislatioqﬁ-ﬁﬁ;iﬂﬁﬁqfi e

In August, 1979, Senator Birch Bayh (D-Ind.) and Representative M,

Caldwell Butler (R-Va,). each introduced. legislation. that. would.:

provide a slightly different reexamination.procedure.. The bill.is

named the Patent Law Amendments Act, S, .2446- (copy-attached)., .and

was _passed by. the Serate in March,.1980. On August 20, 1980, the

House Judiciary Committee approved. H.R.. 6933.. It is-expected. that

the_Hquge“w1113p§§§:;heLbi;l,Jandugt wpu;d;thep;go,to a: conference

with .
Cwill
H.R.

will,

- Some

the Senate. There is.a guestion as to. whether:the-Senate. ::
accept the patent policy and independent PTO.provisien-of:.
6933. There is also a gquestion as to whether the President

sign the bill if, the:independent PTO provision-is:accepted.:

of the differences between the present procedures:and.S..2446

are as follows:

.,Under Rule 175, the.reexamination.procedure can:be:invoked. :

_.only by the patentee.  Under.the Act, :any party.could: invoke

.the reexamination, . Subsections .302,:303:%: w=r

Under the Act,:third-party .involvement:would:be.greatly: -

curtailed. ..

. Under .the Act,.litigation would .be stayed as-of::right ifi:the

. 8tay.is sought, before -any responsive pleading..:..If-a stayiis
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sought afterwards, the dec151on would stlll be dlscret$

g e the court . Subsect1on‘3101a)(1)

4}““Under ‘the Act, thehgeneral rule would be that a lltlgant

'he has f1rst sought reexamlnat1on. Subsectlon 309(3)(1)

5.”ﬁhﬁhderthleﬂl75 the patentee retalns h1s or1g1nal patent even

1f the PTO flnds that the clalms are unpatentable over the '

new art. Under the Act e PTO could cancel the clalms. '”L-'

Subsect1on 308.

ob:’;"éééiéh‘é‘" “to ‘ Rée:‘;éiﬁinéi:“i‘éh‘

It should be noted that the present relssue practlce and the

proposed reexamlnatlon leglslatlon are not unlversally welcomed by-
lawyers. For example, in h1s talk at the 1980 Conference on the

Patent and Trademark Offlce, Tom Arnold pornted out that among

other object1ons (l) add1tlona1 delays of up to 2 1/2 years have )

_ been experlenced in protested relssue proceed1ngs, to the‘

prejudice of the patentee, and (2)'"rea “world ev1dence"¢wh1ch 1sx
generally before the court often does not get before the Examiner,
e.g., on sale evidence, public use evidence, live cross-

examination of the adversary's themes rather than affidavits which

are often suspect.
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Conclus1on o _ _ _

The reexam1nat10n procednre under Rule 175 has become very popular
with courts involved in patent l1tlgat1on. As soon as the
patentee requests a stay, the court w1ll undertake a balan01ng of
the beneflts versus the burdens. Wlth the PTO s expedltlng 7
‘procedure, the balance W1ll nearly always t1p 1n favor of the
benef1ts. If the nonpatentee asks for reexamlnatlon, a court may
. or may not compel a relssue appllcatlon and stay the 11t1gat10n.:
:If the court stays the proceedlngs, 1t w111 probably 1nstruct both
part1es to part1c19ate 1n the reexamlnatlon- the patentee as,

relssue appl1cant and the nonpatentee as protestor.k_:_wﬁ___}

If the PTCO finds the claims to be patentable ove

the newl dis- .

covered art the presumpt1on of valldlty wrll be appllcable. ;Ifqv
the PTO flnds the cla1ms not to be patentable, the patent w1ll at

5

the very least be serlcusly weakened
The Bayh-Butler Patent Law Amendment Act 1s llkely to become law )

durlng the next se551on of Congress and w1ll alter the procedure

and effect of patent reexamlnatlon.
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”Lj”iﬁ&ék Part 1 -

-Reexaﬂlnatlon mder Rule 175 w0
uSelected Prov1sxons '

5f THZ ?5588 (Jan 377

‘Guidelines . 957 0G 11+ (Aprll 12“' )

. ‘Furtier’ Guldellnes 977.0G. I'L. (Dec..
Expedlted Proce551ng . 983 OG 2& (June 26 1979)

wthwﬁw

xamlna*lon Sought-by the Patentee R T IR
e GeneraI'Tlre ,L, Mh1193LUSPQ 479 iD. Dely 1977
. PICI- =195 USPQ:525. (Dw..Del.: 1977 - S
~Fisher: Controls LT U196 USPQI817 (8.D. TIowa 19770 wen
. Sauder . | w0201 USPQ 240, (N D, Chio '1378)
SStarlighti.: oo e 201 USPQ 30T (S D- N X 1978)
Rohm & Haas’ . 201'USPQ- i
Fas-Line 2037UsPQ ¢

_A;plne Lng 1ng
wK—uack )

USFQ 69

-USPG

Q1 “USPQ"4
. USPQ"

.hw'Lee Boy :
Will & PR
. Choat I "
TRCA T I USPQ"
_.Bielomatrik . T 204 USEQL
. Choat-TI., : . - 203 - USPQ
“_nijAnCOWLOUS Bl Eesi e T 204 S USPQ e :

10. Slimfold: I > L 488 PICT ASS5 ¢ :

v -Sheller: Glabe - = 204 = USPQ 1052 (E D Mlch 1980)
‘.. Coe Labs " ..*” 479 PTCIA- o L1 190))
.. 8limfold-IT. L L 488.PTICI A- - LGB0
o MLTTikEn: Research;_: T'ff488;PTCJ' =
‘;Johnson & Johnson‘,dt _;jzoﬁ;uqur

“"EF‘ect ‘of- Reekamlnatlon on. the Subsequeﬂt Litigation =~
. 10, .Na= L Tractors T 05 SR 397 (N.D. rIL. 1980)"
'“*Komlxne Sanderson 1 205.USPQ 314 (D.vDel. 1380).
§ ’ TN 906 USPQ 121 (E . D: Wis .. 1980):
SOy e ”“"'k ‘- 205°USPQ 228 (DT“De?;-I9SO)m;i”
Con*rol c-'ppnents J o204 US2Q 785 (Sth, Cir. 1980)
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- !
ve used when the record does not athey-
wise reveal the reasons for allowance.

A majority of the comments receiyed
avored the rule as proposed becausg it
dould tend to provide courts and others
who were reviewing the patent w B

cldarer record. Those who opposedl the
rule most often gave the reason that the
exafpiner might fail {o state all tiie rea-

50ns\er the strongest reasons why & clalm
owed, which coild place ynneces-

was A
sary Nmitations on the claims gr create’
an estpppel in subsequent litigation or
livensifg. i VA

To help insure that the gxaminer’s
statement of his reasoning infallowing a
clalm WAl not unnecessarily lmit the
claims or 'preate an estoppelf & final sen-
tence is ddded to the pryposal which

states thaf failwre of the/ applicant 'to
comment upon or rebut jhe examiner's

_reasoning “ghall pot giye rise to any
Inplication that the applicant agrees
with or acquiesces in the reasoning of’
the examiner,’ -
Beveral commentery suggested that

stricter enforceient of §1 1.111 and 1.133

would eliminate\the nfeed for a new rule.
- concertiing reasoks fgr allowsnce. Situa-
tions exist, however/ where s siatement

of rensons for allowance could be help-
ful, for example whin an examiner with-
draws a rejection ffor reasons nol sug-
gested by the appfieynt; when an appli-
cang submits sféverp] arguments Ior
allowing a claimfand the examiner fnds
not all of therh perjuastive; when an

sxaminer allows a cljim on the frst
Mllce action after citing very close prior
art; and wheh the eximiner aliows a
claim after rfmand from the Board of :

Appeals {sesfnew §1.108(d}). -

The first stntence of thé praposed: rule b

h changed to define more\precisely the

mstantes In ‘which .ak examiner's
. ut-atemem 1s appropriate, ag well as 1o
-define mgke precisely the cofjtent of the
‘statemenf. The statement will Include
the e er’s “réngoning.” Yhe exam- .
iner p sr.at.e his reasoning \whenever -

he “% es that the record of the prose-
cution/as & whole does not mdke clear
g!s asons . for allowing & claim or
" Beferal persons commented the.
rule/ should provide & proced dor

appéal from the examiner's statemdnt of
hiy ressoning. The rule does permi ap=
plieants to comment wupon the
er's reasoning. Jf the applicant dpes
ot wish to comment, he may reserve lor

iater proceeding, without prejudige.
any rebuttal.

"Trxt or RULEs ADOPTED

After consideration of the comments

received and pursuant 1o .the atithority

contatnied i § 8 of Titie 35 of te United |

States Code. Part 1 of Title 37 of the
Code of Federal. Reglﬂauons-n smende'd
as set forth below.

1. Sect.lon 111 fs rev1sed to read aa
<X 1OWS ! - :
J1 Filesopculoﬂle pnbllf- .

(a) After a patent has been lssued,
the specification, drawings, and all pa-
pers relating to the case in the file of

. .rewmed.

RULES AND REGULATIONS

the patent are opén to ifispection by the
general public, and copries may be ob~-
tained upon paying the fee therefor. Af-

ter an award of priority by ;the Eoard-
- of Patent Interferences as to all parties,
the file of any interference which in-
volved a patent, or an application on- .

-which & patent has issued, is similariy

open to public inspection and procure-

galmt of ouples. See $2.27 for tmdemark
es,

" (b) All relssue applications and sl ap-"

‘plications in which the Office has- sc-

‘cepted s request filed under § 1.138,-and -

relatad papers in the application file, are
open to inspection by the general Publie,

and coples may be chtained upon paying

the fee therefor. The Aling of reissue

applications w4l be announced in the -

Oflcial Gazette. The aunouncement shall
include at least the fling date, relssue

. application and original patent numbers,-

“title, class and subclass, nams of the in-

 ventor, nameé of the owner of record,

’ nameotthea.ttomeyoragentotremrd

and examining group to which the reissue -
assigned.

applwa.uon s
‘2. In §1.14 paragraphs (b) and )

-are revised {0 read as foilows:

§1.14 Patent applications preserved in
.BETTECY,
- . « e .’
(b) Except a3 provided in #1.11th)
abandoned applications are Ukewise nat
open to pubiic inspection, excert that if
an application referred to In & U.8. pat-
ent, of in an eppiication whieh Is open
to inspection pursusnt to §-1.1389, 1s aban.
doned.
spected or coples ohmined by any person

' oo written redquest, without notice to the

applicant. Abantdoned applications may
be destroyed after 20 years {rom their
fling date, excebt those to which par-
ticular attention has been ecalled and
which have been marked for preserva-

| thor Ahandﬂned Bpplications will not be

. -
‘.‘ » L] - -

. (d) Ary decision of the Board of Ap-
peals or the Board of

ences,  or any decision of the Cominis-
sioner on petition, not otherwise open to

- public inspeetion shall he published or
" made available for public inspection o
{13 The Commissioner belleves the d.eci-
:sion Invoives an interpretation of patent
‘laws or regulations that would be of tm=

portant precedent value; aund (2)° the
applicant, of any party invoived In the
tnterference, does not, within two months

. after being notifted of the intention to

make the decision publte, object in writ-
ing on the ground that the decision dis-

closes’ . trade secret or other confidential.
information. If & decislon discloses such -

information, the applicant or party shall

identify the deletions in tha text of the
-decision eonsidered necessary to protect

the information. If it is considered the
entlm decision must be withheld from

the public to protect such information,
~-the applicant or party must explain -why. ...

Applicants or parties will be given time,
not less than twenty days, to request
reconsiderntion and seek court review be-
{ore any portions of declsions are made
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is avagiable, it may be in-.
- use of photographie, eleekrostadlo, phato-

5593

public over their objection, See § 2.27 for
trademark appications.

3. Bection 1.51 1: revised 1o read as
follows:

§'1.51 Genrn] n:qunnel of an appli-
allon.

" (a) Applications for patants must he
made %o the: Commissioner of Patents
and Trademarka A complete appllcation
comprises:

{1) A specification, mdudl.ug & claim
_or clalms, see $§ 1.71 to 1.77.

" .. () Ancathar declarnuon. see ii1.65
S

(3 g3, when necess
§5 1.81 to 1.88. BT aee

(4} The prescribed fillng fee. (See 35
USC section 41 for filing fees.)

(b) Applcants are encouraged o file
& prior art staterment at the time of filing
‘the application or within three months
thereafter. Bee 34 1.57 through 1.99.

4. In § 152 paragraph (s} s reviseg
to read as follows:

g1 52 Llngtuge, paper, wriing, mar-

ra) 'rhe specification and oath or dec-
laration must be In the English language
except ags provided in § 1.88. All papers
which are i become & part of the per-
manent records of the Patent and Trade-
mark Office must be Egibly written or
printed in permanent ink or s equiva-
lent in quality. All of the application
papers must be presented 1B a form
having sufficient clarity and contrast be-
tween the paper and the writing or print-

:ing thereon to pesmit the producsion of

readily legible coples in any numrber by

offset, and microfineing processes. If the
papers are not of the required quality,
substitute typewritten or printed papers
of suitable quality may be required.
- Ll c. L] [ ]
5. Bection 1, 55 is revised to read as=
foliows:
§ 1.36 Dutr of dlndosn.re- st.rllung of
applications,
()} A duty of candor and good falth
toward the Patent and Trademark Office
reste on the inventor, on each atiorney

-.0r Agent who preparea or prosecutes the

application and on every other individual
who s substantively invelved in the prep-
aration or prosecution of the appiication
.and who 15 assoclated with the inventor,
with the assignée or with anyone to
‘whom there i an ‘obligation to assign
the applicaiion. All such individuals have
a duty to disclose to the Office informa-
tion they are aware of which {s material
to the examinstion of the application,
Buch informsaifen is materfal where there
1s-a-substantial iikelihood that a reason-
able examiner. would consider it impor-
‘tant in deciding whether to allow the
‘application to issue as a patent, The duty
15 commensurate with the degree of in-
‘volvement {n the preparatton-or prosecu-
tion of the application,

. (b} Disclosures pursuant to this sec-
may be made to the Office through
‘af “attorney “or-agent DAVINE - TESRONSi~
bility for the preparation or prosecution
of the application or through so In-
ventor who s scting in his own behalf.
IHsclosure to such an attorney, sgent or
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" being signed or'sworn o,

_graph (a) are revised to read 29 ml]ow:
. ﬁ 1 65 Oulh orﬂtchnuon. :

gt
inventor shall satis{y-the duty, wiih re-
spect to- the informatien - disclosed, of
any other indbvidual Such an attorney,
agent or inventor has no duty ‘to' trans-

mit information which (s hiot'mstérial to.
the examination of.the appleation.: :

{c) Any application may be st.r!cken
!mm the files if: (1) Signed or sworn.
10,50 blank; or, #1
by the applicant;
"2y Altered o1 ,part.ly filled”

1 [atter:

(d) An application shall’ be strlcken

" from thé files if it 15 established by clear

‘and ‘convinéing évidence that any fraud .
was practiced or attempt,ed on the Office...

* in eonhection with It or that there was'

any viclation of the duty of disclosure -
through bad faith or gross pegligence.
8. In the heading preceding:'31.65.

. “BTATEMENT:" i3 deteted.

7, I §1.65 the heading ahid para- .

{a) (1) The appilcant, if. the lnventor.

- must state that he-verily belleves himself.
'tobetheongmalandnmttnvmmrur
- disgoverer of the process, machine, mMan-~
+ufactilre, composition’ of: matter, or im-
- provement - thereaf, ‘fof which' he solicits™*
I A patent: thal he does not-know: and

- does ‘not belleve thit the same was ever.

Imown or ‘used inthe: United States be-

“ fors His: inventibn or-dlscovery thereod,

anid shall ‘state of what country-hs 18 8

© eltizen and where he retides and whether
" he‘ls’a sole o joint lnvenidr of the:in
- ventlop - claimed - in his. app{l.eaucn. -In’

every originalia) spplicant

. pplication the
Vmust distinctly state that to the best. of

his xrowledge and:bellef: the mvmuom’

.- has ot beetl In public: use or oo sale in

macmbadsmmonmmonem

_prior to his application or patented or
“described in ‘any printed pubucat!on in

any country before his‘invention or more’

* than one year priorito his-application, or’

patented or made the subject of an In-*
ventor’s certificate in any forelgn eoun-

try prior to the date of his application:
oa an application filed by himsalf or his :
legal representatives -or “assigns more
than-iweive mmonths prior to his apph=
cation in this country. He must acknowl- °
edge & duty ‘to discloee information he is
aware of which is hatertal'to the exami-
pation of the applicaticn ‘Ha ghal] state
whether or Hot any applicaticn for patent .
or Inventor's certificate on:the same in- -
vention has been filed In any foreign
country. either by himself, or his legal
representatives or assigns. If any such
application has been flled, the applicant
shall pame the gountry¥ in which the
earliest siich applcation was filsd, and
shall give the day, month, and year of its
filing; be shall also ldentify by counhtry
and by day, month, and year of flling,

. every such foreign appleation filed more

than twelve montha before the flling of
the application in this country.

(2} This statement () must be sub-
acribed to by the applicant, and (§) must

" either (a) be sworn to (or affirrned) as

provided in §1.68, or (3 inchide the
personal declaration of the applicant as

RULES  AND REGULATICNS

preseribed -in § 1.68, See §1.133 for de-
. S1gD cases and § 1 162-for plant. cases.

e KA

-8 Sechon 159 is added I'.o 'resd as

k'!ol!ows )

:51.69 'Forélgn Iungun-'e uaths uml decs
. lueations.” .

SPECEIOR ;. ... (a)-Whenever.an ind!vldua.l makmz an,..

oath .or declaration. cannot understan
“English, the oath or declaration must.be,
“ina-language: that such individual:ean

understand and atiall state:that such:in-
dividual understands the content of any..

" documents'to whjch the cath ar decls.ra-
dm Telazes, i
(b)) Unless: the taxt ul a.ny oaf.h or.

| minst be accoimpanied by a veried Eng-

lish:transiation, except that In’the: case’s

of an oath or deciaration fijed under

=4 1,65: the translation may be fled in-the

Omcennh.terthmtwomonth.saiterme

fling date,”

9. The heedmg "PEIOR ART STA.'IE—

MENT™ 18 added - followmg §1.98: n.nd

Prec

tollows: :
§ 1.97 Filing of prior art sutemenl.
(n) As » means of ecomplylng v.-'th

thedutydddmlmuresetforthmil58.‘: :
appltcants are encotraged to file s.prior:
- art. statement at the. time of Alng. f.h.e

. thereafter, The statement may. éither be
-separate from.the - specmeltian or ma.r‘-__tu

- be incorporated. therein. ..

. ..{b} The .statement shal'i serve. a5 AT
.representation thas the. piior- art - lgted
therein, includes, 4o the opinton -of, the*

perscn filing ‘the closest: prior art:
e ! with their applcations.a statement under

of which that.person i3 awars;. the state-

ment shall not be: construed ns s repre-"
.sentation that a search has been made "
or that ro ber.t,arart eiists.

C AL Bectlan 198 i a.dded t.o read a1
foll.owa
§1. o8 Co-ment uf pnor nrl ‘statern nt,

“tlonanid (2) & conclse explanation s the
relevance of each listed item. The state-
:ment shall be sccompanied by a copy

‘ol each listed:patent:or:-publication or :

other ftem of information in written
form or of at least the portions thereof
considered by the person Sling the state-
ment to be pertinent.

{b} When two or more patents of
publications considered material are
substantially identical, & copy of A rep-
resentative otle may be included in the
statement and others merely listed. A
translation of the pertinent portions of
foreign language patents or publications
considered material should be transmit-
ted If an existing trapalation i resdfly
avallable to the applicant.

12 Section 1.89 i3 added to read as
follows:

irx 1L - prior-to lssuance :of:.a, paten

he
.,at.t,ennon of the Office addi tmnal pat.
ents, publicaiions’ or other’ form

eding 1 197.
10. Sectlon 1_91 1.1 added to rea.d LTS

and. the reasons:why. o

(8) Any statement filed under. 51.97:
.or § 199 shall inelude; (1) A-listing.of
patents, publications ;or other Informa-

§ 199 Updating of prior art statean oy
{ konn
appilcant, pursuant to.kis duty of discin
sure undet § 1.58, wishes 1o bring to 1n

not pveﬂously submitted, the add;
information should: be:subrnitted ito
b,

N B
"art, statercent or ‘may. be mcorporam
' fnto ‘otHer. com.municaclons 10 e con-

sidered by the examider. Any transmit-
tal ‘of .additional lnformation shall be

.accompanﬁed by, explanations’ ‘ol rele-
" vance and by copies in acc
e requiremen:.s of k1. 98. :
‘declaration’ ' & - language other than’
Erglish 13 ‘a° form provided-or- approved |
‘by the Patent and: Trademark Office, it

“1f the examines be!ievm that' the rec-
ord of the prosecution as a whoie does not
make clesr his rezsons:for allowing a
clalm or claims, the examiner may set

L forth such’ reascm.lns This, sHall be In-
'corpora:.ed J.nto sn O-mce action, rejeﬂt-

- (ay: Appl[czmts tor reissue ln addit. 0,
to.complying ‘with: the.requirements. of
-the Arst sentence. of-§: 1.65, must. also Jle

oath or declaration-as follows: . .
- (1) “Wheén the applicant verily belleve:s

s the original patent to. be.whoily.or.partiy

inoperative or invalid: staung such behef

(3 Wren 1t {5 claime

.. patent is so Inoperative or . 'annz.ci “by
‘rea.son of '8 defecnve speciﬂca::inn 5T

(3 When It ts claimed it such
patent is inoperative or invalid “by Tea-

.som of the patentee claiming more.or less -

than. he had.a right fo. claim in the
patent,” distingtly specifying the éxcess
or insufficlency In the claims,

(4) When the applicant 15 aware ot
prior art or other information relevant
to patentability, not previeusly con-
sldered by the Office, which might catise
the examiner to deem the original patent
wholly or parily lnoperative or invuld,
partculatly specifying such prior art or
other information and requesting that
¢ the examiner so deéms, the applicant
be permitted to amend the patent and
be granted a reissue patent

(3) Parivularly speclfring the errors
or what might be deemed to be erTors
relied upon, and how they arose or
ocourTed.
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16 Staring that sa:d errors, M any,
. aroee “without any. deceptive intention™
.oon !he_‘pan of the applicant. -
K] . . - . -
!5 Secuon 1176 :s re\‘ised to. read as
" Ivllows:

£ 1176 ‘Examination ol‘ reissue. -

- AmT ortg'lxml elaim, {f re-presented in’

" the Telssue application: is subject to Te-"
‘" examitation, and the entire application "
" “will be examined tn’the satne mahner as
: or‘gms.l applications, subject to the rules
wrelating thereto, excepting that division™

" will not be required. Applications for re-""

*tssue will be actad on by the examiner i
advance of other applications,”but mot’
. sooner.than two months after announce=-

ment of the Aling of the reissue applica--

‘ion has appeared in the Official Gazetle.

L8, Secf.lon 1 194 Is reﬂsed to. read as-
. tollows: ~
5 1.193 Urll hearmg. -
" (s} An oral hearing ‘shauld - be re-
’ quﬁted only in those circumstances in
which “the appellant considers such &
' hearing necessary or desirable for &
proper: presentation of “his appeal. An

“-appeal declded without an oral hearing

““will receive ‘the same cansideration- by
“'the Board of Appeals as appeals decided
. after oral hearing,

(1) If appellant. requesr.s an oral hear- .

- ing, ‘an oral argument may he presented .
“ by, or oo behalf of, the primary exam-.
ner if considered desirable by either the .
iprimary examiner or the. Board.
(e) I no request for.oral hearing haa .
been made by the appellant, the appeal
- will be assigned for consideration’ and.
* decision. ¥-the appellant-has requested .
o & oral hearing, a day of hearing will be
: set, apd due notice thereof given to the.
~"appellant and to'the primary.examiner.
Hearing will- bé held. as -stated in ‘the.
. notice, and oral argument will be Hmited
“'to twenty minutes for-the appellant and
“fitteen minutes for: the primary exam-=-
iner unless otherwlse ordered before the -

"'-"hea.nngbegins o

.. 17 Bection 1. 196 ianmended by ‘adding
-ned paragraph (d) to read as follows:

- g 1196 h-n.e..m.. by the Bourd of Ap-
} L2 L N - - C L)

ol Althoush the Board of Appea.ta
':f'norma!l.v w*m confing ity decisinn to »:

RULES AND REGULATIONS

review of rejections msds by the primary

examiner: should ‘it have knowledge of

any grounds for rejecting any -aliowed .
.elalm that it believes should be con-
sidered, it may inelude in its decision &~
statement to that effect and remand the

case to the primary examiner for cop-

sideration thereof. In such'’event, the ' -

~‘Board shall zet a period, nat less. than’
‘one month, within: which - the applicant
may submit to the primary examiner;an:
-appTOpTiate amendment, or a showing of
.facts or reasons. .or. both, in.order to
-aveid the grounds set forth in the state-

{0 the Board of Appeals from the rejec-
‘of Appeals includes a remand, that deci-

.gion ‘shall: not .be ¢onsidered as:a final

wdecisiony in the ¢ase, but the Board of
-Apbeals shail, upen. conclusion. of the
proceedings before the primary examiner

on remand, either adopt its decision: ns
:final or render a new decision on all of’

the claims en. appeal, B it may deem
appropriate.

ollows!:

§ 1. 2:] Pmteﬁs lnd prior met vitations -

Y P
tiom will ' be acknowledged: and

o -the examiner having charge of the

g subject mistter: Involved. A protest spe-
- 'cifically - identifying ‘ the “application-‘to”
“which the protest is directed will be en-
tered in the application file and, if timely
and accompanied by a copy of
each prior - 'art’ document ' relfed upon, : ©

wﬂl be constdered by the examiner,:

(b} Citations of prior art and any’
""pqpers related thereto may be entered.
“inz the patent file aitér s patent has been.

‘granted, st the request of ‘s member of
the public or the Datentés. Buch clta-

‘Hons and papers will be entered without. -

comment by the Patent and Tr’ademark
Office.” " -

- {e) ‘Prolests and prior art cliations by
“the publle And &Ny £CCOmMPANYINg papers

_should either (1) reflect f-hatlemﬂ_u
the.same has been served upon the ap- - - .
p&m&umtmleeorumnhulthmey'-:.'

ornaento!reeurd ortzjbemedmt.h

ment. of the Board of Appeals. If tha-
primary examiner rejects the previously -
- allowed ctalm or claims.on the hasis of -
such statement, the applicant may.appeal -

tion. Whenever.a decision, of .the .Board

18 Sectlon’1.201 1& revised t read Y

() Protar.s a.calnat Demﬂng appiicas=’
referred

the Office in dupiicate in the ev ent serv-
Ice Is not poxqib]e.

15 !1“92 para"mph bY'ts revised
to read as follows:

§ 1.292 Public ure proccedings. .

el e i Y .
{b) The. petitlon- and aceempanying
papers should elther (1) reflect that a
copy of the same hay been served upen
the applicant or upon his attorney.or
agent of record; or (3} be filed with the

. Office in duplicate in the event service

15 not possible. The petition and accom-
panying papers. or.a notice that such a
petition has been filed, shall be, entered
in the applcation file, -

- 20, Section 1. 346 is revised to Tead as

- Tollows:
ﬁ L3446 ‘ilgnllure and cerlxﬁulc of al-

S icrnry.
EVery paper ﬁled bY an &!t:u'ney or

agent representing an applieant er-party
o a proceeding in the Patent and Trade~

- mark ‘Office must bear- the signature of

such -atiorney or.agent, except -papers

-=witch are required to be stgned by .the
~applcant or party in pervon (such as the

spplication: #sell and - affidavits or dec-
tions . required -of appleants). The

signature of an attorney o agent to a
paper fited by him, or the fling or pres-
"-entation of any paper by him, constitutes
- & certificate that the paper: has:been
- repd;- that s Aling iy .authorized;.thaz
-$0 the hest of his knowledge, Information,
-and-bellef, there i3 good ground. to sup-
:port.it, nciuding any: allegations of im-
-proper eonduct, contained- therein; and

that it is not Interposed for delay. . °
“Effective date: ‘These amendments be-

mme effecttve on March ‘T, 1277, except

for §4151, 187, 188 and 199 which

become - effective on.July 1, 1977, and.
.4§.1.65 and -1.69 which become effective

-on January 1, 1878.
Dated J‘anuary 18, 19'17

P C. MunsHaLL Dany,:
CO'mm&snmr of Fatenta.
: - and deema.rka'

Approved Janua:ry 19, 29777

- BETET. ANCKER-JOHNSOR,
: dszirtant Secretary for .
-, Setence and Technology.. . -

- PR Doe.T7-2528 Flled 1-27-77,8:45 am|

B R L O
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3-27-50 {PTCH)

CTEXT

FLOOK RLI\MRI\S \\'T‘ TE \"I oF S.Z-HO

PATENT LAW AMENDMENTS ACT
OF 1530 .

'The Senate proceeded to consider the
bill (8, 2446) to amend the patent laws, .,

- itle FOXHV of: the Dnited.-States:Code, -

Mr. BAYH. Mr, President, the Judi-
ciary Commlitiee unanimously reported

- but the Patént Law Amendments Act.on -
- Mareh 18,-1980. This legislation is iden-

tical to 8. 1679 which the Commitiee also-

. tnanimously reported out on-February
19,1080, with report No. 86-8617.

‘The present bill ls-different only In.

o {that it contains an effective date of Oc-.
tober 1, 1980. 6. 1679 did not coniain any

“- effective date which raised & ¢oncern In
the Benate Budget Conunittee that it

" could possibly impact on the fiscal year -

1980 budget. The present bill meets that

' objection by hecoming effective in flscal
year 1981. )

The committee decided In order to save.

* -printing costs not to file an identical re-

" port to that already flled on 8. 1679. This
report is still pertinent to the present
legislation with the addition of the effec-

o tive date,

“'Mr. THURMOND. Mr. President, some
- tlme ago, I was pleased t0 cosponsor B.
* 1679, a bill to amend the patent laws of -
. the United States. This bill, 8. 2446, is

identical to 8. 1879. :

- This legislation would establish proce- -
dures that would permit the Patent and

- “Prademark Cffice . (PTQ) examiner to

" find ail the pertinent patents and pubii-

* pations having a bearing on the question
of patentability, thus providing a'less ex=
" pensive alternative to litigation.

The reexamination procedure of B,
2448 will permit placing before the PTO

a prior patent or a prior publication .
* which the examiner did not record or no-
"~ tice as having been before him or was:
* dmown to him when he was examining
" the application on which the principal

patent to be reexamined was lssued. This

will upgrade the system whilé' saving’

. much time, expense, and, also, relieving
our courts of the burden of extensive
patent litigation. -

‘The explosive rate of lncrease in pat-

* ents and publications to be handled by
the PTO makes it difficult, If not impos-
sible, to search in g reasonable amount
of time the aimost 100.000 spplications
per year it examines. Although the PTO
Iz doing & goed job and s able to ellmi- .
nate up Lo about 30 percent .of the ap-
plications which are filed and to restrict .

. clairns it many of the applications which

' are issued ea patents, there are, however,

an Important number of commercially

attractive inventions which have been
found by the courts to be covered by paf--
ents. They have then been held invalid
slmply because & patent or publication’
bues become available which was not

- available to the PTO examiner when he

. eonsidered the application prier to issu-

ing the principal patent. .

At this time In our country's history,.
it iz being recognized more readily the$
invention and innovation are ruportant

-to our economie, as well as military pog-

ture. Thus, the patent system upon which
the incentive to invent and to innovate
is based, shouid be upgradéd a5 soon as
possible.

Publisred by THE BUREAL OF NATIONAL AFF 4IRS, INC.,

-- issue is

Yet. it appears that such Improve-
ments in the patent system will be years

and many millions of ‘doliars awsy. In- .
credsed resources are not now available .

0. the, PTO to reestablish the integrity

PTO seareh fles are about 28 percent

 incomplete due to missing copies of
patents. When "one considers that the.

. PTO maintains files of patents from yir-

; tually all countries in the world, ad well

88 a huge library of technlcal literature’,

and Information, it Is easy to see why the .

Job of searching amd updating these
patents Is an Insurmountable cne,

Mr. President, we need & reexamina-:
tion operation which will upgrade the.
operation of the PTO examining funce.

- tiott, Under the bill, any person may ask

for reexamination based upon & prior art |

- paten{ or a prior art publication which
that person can cite to the PTO explain.

ing its pertinency. Then, the Commls-~

sioner of the PTO will be able to deter-"
mine quickly whether a suhstantial new
ralsed concerning the patent-

ability of the inventlon covered in the
Issued or principal patent. The reexami-
nation of the ¢laims of the patent for

their patentability by the Patent Offica

will result in an outcome virtually the

. game as'that outcome would have been

had the examiner had before him earlier
the cited prior art patent or publication.

- Tms is all the reexamination 1s intended
to di
It lu helpful to {llustrate some of the

situatfons In which reexamination would
expedite matters, saving many man-
hours of time and effort, as well as éx-
pense, and i many cases remove &N ex
post facto determination of patentability
frem the burdened courts,

Whenever 8 person or orgmizatlon is
to enter, or to continue to proceed I,
during the effective life of & patent, &

" field in which the exclusive right has -

been secured by one or more patents 15-

sued to others, that person or organiza= -

tion may find it necessary for success
that an examination also be made in an
area where the exclusivity of the patent

- has been secured, If the party finds
* that the patent stands In his way, he

may secure a license, redesign to aveld

- the patent if possible or, as is the usnal

case, have searched and studied the va-

"lidity of his clalm 83 a first step.
One can also igriore the patent, pro-

ceed to Infringe the patent claims, wait
until he is sued for Infringement and
then defend with the patent or pube
lication of which he knows, but the -
examiner did not have when he ex-

amined the application resulting in the

principal patent. Or, he.can enter into
negotiatioris for a lcense under the
prineipal patent. A small business may
wish to take a license because it does
not have the perscnnel and funds to
wage a ¢ostly legnl hatile.

The holder of the princlpal patent,
however, may not wish to license. He
may desire to use hls exclusive right,
which the patent secures to him to man-
wiacture of operate the patented inven-
tion, thus to build his own business or
to expand or to protect an existing one.

-321-

ts search files and to' enable it "
examiné them more quickly. It has been -
reported to the Congress that some of the *

Thus, the would be Lu'::a»e fages & cls
Jemma. He cannct innovate, and if he
wishes to proceed, Le must ren the risk
pansive, tigne-cohsuming law-
laim or, clafms of the p
cipal patent.

Mr. President, it appears i my view
of the maditer, that 8. 2448 would, in-
-expensively, permit the would-be llcens-
ee or manufacturer to ask the PTO to
reexamine patented claims in-lght. of
the earller patent or publication. By so.
doing, he would request the PTO Com-
missioner’ to order a reexamination, if
he sees a substantial new guestion of
patentabllity affecting any glalm of the
prineipal patent concerned.

Under current statutory authority, the
Cotnmissioher of the Patent and Trade-
mark Office may establish riles under
‘any law resuiting from enactment of S,
' 2448 needed to Insure an equitable pro-
eeeding in the PTO, whilte keeping In
mind the purpese of the underlying
purpose of the legislation,

_Thus, the relatively simple procedure
-of reexamination in the' PTO as provided
for In 8. 2444 wiil insure a gquick, ihex-
pensive determination ‘of patentabllity.
The principal problems. which we now
foce—inflation, energy shortages, Job
ereation through caplial investment, lm-
proved processes and . products with
which to meet the challenge of world-

. wide competition in which we must par-

telpate,  improving. our milltary  pre-
paredness, aa well as developlng.new or
improved means to protect our national

“Interests, and other peints too numerous

to mention here——cannot be solved with-
out Inventlon and innovation, There
must be a continually improved ¢lima:e
for invention and innovation. and 8. 24418
cm:i make 8 difference in achieving that
g0

‘The bill was ordered ta be engtassed
for a third reading, read the third ume
and passed, as follows:

B# it enccted by the Sehate rmd House
of Representatizes of the United Stater of
‘America in Congress assembled, That this A=t
may be clted ap the “Patent Law Amend-
ments of 1079~ .

8gc.°2. () Title 35 of the United States
Code, entitled “Patents”, {8 amended by in-
perting medlnt.ely -after chepter 39 the
foltowing:

“Chapter 30—PRIOR ART CITATIONS ' T'O

PATENT OFFICE AND REEXAMINATION
OF PATENT3 _
®, . -
7301, Regulationa estrblishbed by Commis-
wloner of Patents.
*303. Citation of art.

- *303. Request for exam!nation.

304, Determaination of issus by Commls-
slofjer of Patenta.

“305. Reexamination ordered by Commis-
Honer of Patents.

“308. R

s o d t by patent
“30T. Appeals.

owner.

- *308. Certificate of patentability; unpatent-

ability mnd clalm cancellation, -
*309. Reliance on ari fn court.
»310. Stey of coutt proceedings m pertr.n
Office review,
“§ 301. Regulations established by Cumm!s-
sloper of Patents
*Ths Comm!ssioner sha!l establish regula-
ticns for—
“{1} the cltaiion to the Offre of ;-lor art
batents or pubiicaticns pertinest to the val-

WASHINGTON, D.C. 20037
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iuu; of patents; and
*{2) the reexamizatina of patenta in the
" Night of auch prior art patenis or publlcl-
. tigns.
" #§ 303, Cltation of art”
“Any person may st any time cite to the
Omae prlor art pstents or publications which
" 'may hiave s Desring on the patentabiilty of

“-sny clsim of & patent. If the person ¢iting”
such prier arc patents or pubilcations fdenil. .-
" ‘fies ln writing any part of the prior art pats -

:ents or publications considered pertinent

of the patent. such prior art patents or pub.

nle of the patent.
[ 303. nequest for enmlmtlou

B - period ‘of enforceability of a'patent, request

-~ peexamination of the patent ta to the patent- -

abllity of any clalm thereof in whe light of
< -any prior art psients or publications cited

" to this title. 8 statement of the relation of

v clalm or ¢lalms involved, and s statement

which Ideutifies & materisl reason for .the .
the .

- request  for - reeXaminatlon.- - Unless
requesting pcmu Is the patent ownef. the

.fuch request and statement to the patent
OWEer eppearing Irom the records of the

sloner 'of Patents
‘"ia). Within 90 days following the filing of

“‘arequest for reexaminatlon’ under section -

303 of this chepter, the Commissloner shatl
“‘make 8 delcrmination as to whether & sub-
“istantial naw question of patentabliity aect-
[7ing any clalm. of the patent concerned, not
L previously considersd . In “examination or
. reexamination of puch ¢laim, {4 ralzed by tha
. ednsideration, with or. wiihout any other

.. .prior art patenis or publications, of ihe prior

.art patents or publications which have been

Celted in reisticn. to the patent mccording to |

"“section 302 of this chapter. The Comimis-

eterinlnation at.any tlme.
" M{b) A retord ‘of the Commissioner's de-

!.erm.lnu.lnn under subsectlon  (m)  of thism
‘section snd the rewson for the determination .

-,lhal.l be made in the flle of the patent, and
: & copy-.of the record and ressons. for the
- determination shall be .sent promptly to the

Patent owner and each person requesting

. reexamination,.and & notice of that deter- -

. mination shell be promptiy published.

- %“(c) A determination hy the Commisstoner -
pumuunt to subsection (a) of this section -

. ¥hal such & new guestion of patentabiiity ia
/ROt #0 ralsed shall be Onal and nonsppeal.
" able. 4

"|305 Reexamination ordered by Oommls-

sloner of Patants

"If. 1n & determination mads pursnant to

subsection (&) of section 304, the Commis-
-sloner finds that & substantial new guestion
of -patentabllity affecting s claim or claims
of the patent s ralsed by conslderation of
the prior art patents or publicailons that
have been cited tn relation to the patent
‘aceording to section 302 of thie chaptar, ha
shall order a reexamination of the patent for
he resclution of the guestion, and snall pro
Eed ro resblve 1t AS tHOUEH the elalm Y]
claims invelved were present (n & pending
application. The patent gwner shall be given
;& reasonable period :after. the ANlng of the
reexamination order within which he may
file 8 statement. on such question for con=
sideration in the reexaminsation.. The patent
owner shall aérve a copy of such atatement
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On &NY person who his requested examina-
tlon acelsding to sectlon 303 of this chapter
and such person shall have the right, within

& period of two months from such service,
to sucmit & reply to the patect owners state-
ment, Ahy reexamination procesding, includ-
ing appeals to the Board of Appesls, shail
_be conducted with gpecial dispatch and shail

(PICH  3-27-sg
the period of & stay that was or could have
" bean secured under the provisiing of sectiog
31008) of this tile.
"1310- Btay ©f court procesdicgs to permit
Oqce review

“(a} (1) Fxcept ma provided i parmgrach

(2}, any perty to a ctyil sction sgrinst whom

be completed within one year within the.’ # pieading presents a claim for tnfringement

" OMice, uniess the Commissioner detsrmines. or for adjudicslion of the validliy of a

on & case-by-cass basis that the ong-year . patent.anall have the right, by motion

and the msnner of applying the prior art -
patents or publications to at ieast one clalm |

Heations shall become & plrt of the official =

‘ “ADy person may, At any time withia the -’

period in tot sufficlent.

“§ 308. Response or mmdment by patent .

owner .
“The patent owner lhlll be pmvided i

opportu.ulty fn any reexamingtion proceed-

ing under this chapter to amend any cialm
of his patent in order io ‘distingulsh the

“elatm from the prior art patents or publica="'

brought tzfore any respousive pleading, to
secure & ¥tay of all proceeditigs In the action
- by order of the court for & perigd, not mcre

--‘than four months, saficiont to ensble such

party to search for and cite patents or pub-
- lleatlona considersd periinent io the patent
and to request reexamination of the patent
in view of such prior art sccorditiy ta sec-
tions 402 and 303 of this ¢hapter. If such

- tlons eited according to section 303 of thls ™ party flés & request for sich resxamifiation

.chapter, or.in responss to's decisicn sdverse . ‘in the Otfice and serves on the other party
to the patentability of the claim, but no.. and files & copy of ‘it tn-the action within

_ smendment eniarging the scope of & ¢Ialm - the period of the stay provided by auch

under the provisions of eection 203 of this .
chapter, by fillng in the OMcs s wriiten -
reguest for auch reex&mmaﬁnn accnmpanled B
< by & reexaminatlon fee presctibed aécording -

such prior art to the patentabllity of the

Commiassioner shall promptly send a'copy of

Office at the tlae of 'he 2ling of the request,
$ 304. Determinatlon of isdue by Commis-

. #slener on his own initiatlve may make suck &

ity or Infringement without such s‘uhmisslon
:..and recanatderation.

‘shall be permitted In & réexamination pro-
eoedmg under this chaptet.’:

"I 307, Appeﬂll

axa.mlnst.lon proceeding under this chapter
maey seek court review of » final decislon tn

“such proceeding adverse to the patentability -

"of ‘ADY cialm, or amended clalm, of the pat-

‘ént in sccordance w}Lh chupnﬂr i3 of u:ll

tatle.

“§ 308. Certificate of pntenu'bllit.y. unpat.
entability pnd clalm: eancellation

‘expired: or any appeai proenmng has termi-
pated, the Commissioner shall issue snd
publish o certificate canceilng any ciaim of
.the patent Anslly detsrmined in such pro-

y l:etdmg or on sppeal therein to be unpasent-

able, confirming any ctalm of the patent so

" determined to be patentable, and incorpe=’

Tatipg 10 the patent any amended. claim

2 ‘therecf a0 determined to he patentabie. Any

such amended clalm 1s subject to the pmﬂ—

+ 81008 of sectlan 253 of this title.
" 4“§309. Reliance on'art in court

“{a} No prior art patenis of publ!utlonu

sy be ralled upon as evidence of nponpatent- -

ability tn » civil action tovelving the vl.udlty

» orintringement of & patent unless—

“{1) such prior &t patents or publ!cll’.lunl

were. cited by or to the Office during prowes ..

cutlon of the spplication for the patent or
submitted for consderation by the Offics i

. accordgios with sectiona 302 and 303 of this

“chepter, and sctually oonald.ered i.n accords

_ ance with section 304,07 - !
+(2) the court. upon metion, euncludu .:

‘. that tha interesta of justioe would he fur

thered by adjudication of the isaue of !a-'l.ld

={b). The limitation provided hy this sec=

-+ fion shall not apply 1o Ahy prior art patents:

or publications in the official flis of tho-

.Patent as it existed on the date of commence-

msnt. of such action. However. @ party may.:
rely upon prior art patents of publications -

1fmm

.. *(1) such prior art paterits or publications '_ :
‘wesa included in m request for resxaming- .
" tlon under the provislons of pectlon 308 of.

this titie which was flled in the OMes during ...

"' stdy ordered by the coutt’ hgsr the pro-

¥isiona of. section.310.of. thin title, or
*(2) the court, In & cuby In which ‘a stay

- pequested utider the provisions of section 350

of this titie 1n dented, finds that such prior

T art patents and publications continue newly: -
- :dlscoversd svidence which by due dillgence-

could not have been discovered in time to ba

-;cited to snd considered by the Ofica within

-~ End of Section F --
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*“The owner of & patent nvelved Inw ru-

““When in & reexatnidation pmceeding uh-
.dzr thia chapter the tims for sppesl has

clted after the commenctment u! such mlon '-

" gbjection, It is 50 ordered.

.- order, the stay may be extended.by fyriser
. order of the court, Injunctive -relief .shkail
not be, den.led solely on the basis of luc.h
request tor retxamination,” .
“(2} The court shall Ot Erant & stay of
the procesdings ‘on. the  basita. of “s motion
:brought under paragraph (1} 1f the prooeed.
iog .or matlon  relatss 06 umporary ra-
straining order or. prellminary. ibjunctive
" rellef, or sny gther protective order meces-
21 S0 protect Lhe righis of the pirties
"“{b) The court, on motion aud upen MUch
‘terma ms are Just, may st any time stay the
procesdings 10 a civli sctich In wiich the
. validity of & patent . is in 1saue for & pJ.ocl
. suffclert to engble.the maving party to cile
10 the Office newly discovered sdditfonsl
_prior art in the nature of pstents or publi+
“cattons and 10 serure final determiranan of
: 'm requeat for reeraminstion of iheipaten in
the light of such sdditlonal pricr art, pro-
vided the.court. inda that. such additional
-prior -art, in fact, constitutes new'y -dla-
. covered .evidence which by.due 'diligencs
“gould not have been discovered In tme 1o
. be cited to and considersd by the Office withe
.im the perlod of -stay of such proceedings
‘that was or could have been seclured accord-
ing to subsection 7s1.of this section.”.
th} The tabie of chepters for title 35, and
:.for part. IIT. of title 25, of the United Staies
- Code, are amended by Inserting immedlately
. after the ltem relating to.chapter 29, the
!ollow:ng.
30. Prior Art Citations to Patent Office cnd
- Reexrmination of Palents.™
Svc. 3. Thia Act. ‘and the amnehdments
made by this Act, snall become effoctive oD
October 1, 1980.

Mr. ROBERT €. BYRD Mr Prﬁident
.Y move to reconsider the vnbe by wh.lch
the bill was passed. -

o: Mr, STEVENS, I maove: bo lay t.hs.t m.o-
~tion on the table,

‘The motion to Iny on the table wes

agreed to.

‘B. 1679 AND SENATE JOINT RESOLU-
“TION 128 mmv POST-
" PONED

K Mr. ROBERT . BYRD. Mr, ?rmldent.
- 1-ask unanimous eonsent that Calendar
No. 858, 8. 1679, be mdeﬂmu:ﬂy POst~
- poned.
“The FRESIDING OFFICER Without
»~phfection:-it is-s0-ordered;~
Mr. ROBERT C. BYRD. I ask unani-
mous consent that Calendar No. €3, Sen-
rte Jolnethﬁaluuun 128, be mdeﬁnite!l’
‘ postpon:
The PRESIDING DFFICER. _Wit.haut
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;.wINTRODUCTION'fﬁf

'ASSUME FOR fﬂﬁ_ﬁQﬂEﬁf;TﬁAﬁj¥Qﬁ_éRﬁ.TﬂE PATENT MANAGER
OF A JAPANESE.COMBANY;{UdeJfEARs:AéOHiOUR COMPANY DEVELOPED
A PRODUCT AND BEGAN SELLING IT WORLD-WIDE. ORDERS FROM THE
EUROPEAN COMMUNITY HAVE BEEN GOOD, BUT THE ORDERS FROM THE
UNITED ‘STATES HAVE BEEN VERY GREAT AND CONTINUE TO RISE AT A
VERY FAST RATE. THE U.S. ORDERS HAVE COME PROM A GROWING
" NUMBER OF IMPORTING-DISTRIBUTORS WHO SELL TO LARGE AND SMALL
" RETAIL OUTLETS SUCH AS DEPARTMENT STORES AND THE LIKE. AT
PRESENT, THERE ARE 15 SUCH IMPORTING-DISTRIBUTORS LOCATED
| THROUGHOUT ‘THE' U.S. . - : '

* THE GROWTH OF U.S. SALES LOOKED SO GOOD THAT YOUR
COMPANY' HAS RECENTLY HIRED MORE PRODUCTION PERSONNEL AND
'BOUGHT MORE CAPITAL EQUIPMENT TO EXPAND ITS PRODUCTION
FACILITIES TO MEET THE MOUNTING BACKLOG OF U.S. ORDERS.

'WITH THIS STATE OF AFFAIRS, YOUR DIRECTOR ASKS YOU
TO PLEASE STEP INTO HIS OFFICE. HE SHOWS YOU A TELEX FROM
| ONE OF THE U.S. IMPORTERS STATING THAT IT AND TEN OF THE OTHER

U.S, IMPORTERS AND YOUR COMPANY HAVE BEENW NAMED BY THE

PATENTEE CORPORATION OF NEW:YORK IN ‘A COMPLAINT FILED WITH

- THE INTERNATIONAL TRADE COMMISSION..IN WASHINGTON, D. C. FOR
UNFAIR METHODS OF :COMPETITION AND UNFAIR ACTS .IN.-THE IMPORTATION
OF THE PRODUCT UNDER 19 U.8.C: §1337.. :THE COMPLAINT SEEKS TO
BLOCK ALL FURTHER U.S. IMPORTATION ‘OF. THE PRODUCT BY ITC ORDER

EXCLUDING THE PRODUCT FROM THE U.S5. AS A BASIS OF UNFAIR ACTS,
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" THE COMPLAINT ALLEGES INFRINGEMENT OF A U S PATENT.‘
THE COMPLAINT ALSO REQUESTS A PRELIMINARY ITC
HEARING S50 THAT IN 3 OR 4 MONTHS THE COMMISSION CAN

ISSUE A REMEDY AND THEREBY PREVENT PATENTEE CORPORATION

_FROM FIRING 100 WORKERS..

| 'THE INPORTER'S TELEX CONCLUDES THAT HE TRUSTS YoU
WILL RETAIN ‘LEGAL.COUNSEL. TO DEFEND THIS ACTION BECAUSE HE
(THE'IMPORTER) WILL NOT DO SO.. '
' YOUR DIRECTOR LOOKSTO YOU FOR AN EXPLANATION OF i’
WHAT THIS ALL MEANS AND WHAT COURSE OF ACTION THE COMPANY =
SHOULD TAKE. R
SEFORE YOU. CAN RECOMMEND A COURSE OF ACTION YOU

SHOULDTUNDERSTAND:THE~PR0VISIONS40F319WU;S.C;-1337} THE

NATURE- QOF AN ITC -§337 INVESTIGATION, ‘THE REMEDIES AVAILABLE

TO THE ITC FOR-A-§337 VIOLATION AND THE ‘SETTLEMENT OR LICENSING

POSSIBILITIES THAT MAY TERMINATE THE:ACTION. :::iv
':ZETHE;PURPOSETOFlTHIS'TALKIIS'TO‘ADDRESS‘THRSE=MATTERS.

PROVISIONS OF §337*

"''HE VIOLATION PARAGRAPH OF §337 READS AS FOLLOWS.

"{a} UNFAIR METHODS OF COMPETITION DECLARED
UNLAWFUL -~ Unfair methods of competltlon
cand “unfair acts in the importation. 'of :
. articles into the United States, or in
“theirsale by the -owner., importér, .’
consignee, or agent of elther, the
iiseffect ‘or “tendeéncy .of which: isito destroy.:

*THE FULL SECTION TEXT IS SET FORTH IN APPENDIX I TO
THIS-TALK. i S x T
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or *subgtantially -injure an industry; . .-

efficiently and economically operated,

in:the United States, or:to prevent the -

establishment of such an industry, or to

restrain ;or:monopolize trade-and commerce':

in the United States, are declared unlawful,
;rand"whgnﬁfoundgby;the;Cpmmission:touexist~aa“
. shall be dealt with, in addition to any

other prov151ons of law, as provided.in-

thls sectlon

:+THIS (PROVISION SEPARATES INTO: THE: FOLLOWING FQUR ... .-
'STATUTORY ELEMENTS. 1IF THE ITC-FINDS:ALL :ELEMENTS: TO -EXIST,
_THEN ;§337 :HAS :BEEN VIOQLATED: -AND THE ITC WILL:'ISSUE: A

REMEDY: 0

ELEMENTS OF VIQLATION

1. ‘UNFAIR METHODS -OF .COMPETITION:OR UNFAIR ACTS:® '
‘2, : IMPORTATION OF ARTICLES OR THE SALE OF SUCH : '
“ARTICLES -BY -OWNER, “IMPORTER, ‘CONSIGNEE OR"
AGENT OF :ETTHER:
-3, “EFFECT *OR:TENDENCY .'TO -DESTROY "OR SUBSTANTIALLY
INJURE A U.S. INDUSTRY.
4. THE U.S. INDUSTRY IS EFFICIENTLY 'AND ECONOMICALLY

”OP ER.A‘I‘ED .

THE FIRST STATUTORY ELEMENT OF A §337 VIOLATION IS AN
UNFAIR METHOD OF COMPETITION OR UNFAIR ACT AND THIS IS A MOST
IMPORTANT ELEMENT. WITH RESPECT TO §337, ANYONE IS FREE TOC
IMPORT PRODUCTS EVEN IF SUCH IMPORTATION ADVERSELY AFFECTS A

U.s. INDUSTRY PROVIDED NO UNFAIR METHOD OR ACT IS INVOLVED.‘
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THE ©U. S, MARKET :REMAINS. "OPEN TO FREE ‘AND FAIR COMPETITION
PROM “ABROAD “UNDER -THE *MOST :LIBERAL “TRADE POLICY "IN -THE"
.WORLD #== BUT -UNFAIR .TRADE ‘ACTS INVOLVING IMPORTATION  REFRESENT

THE "HEART OF §337AND, IF.FOUND' TO EXIST, CALL UPON THE

_“f'COMMISSION TO PROTECT U S INDUSTRY FROM THE ADVERSE EFFECTS.“ e

:"MOREOVER/ :§ 337 :IS :CAREFULLY: WRITTEN‘CO PROTECT .
THE RIGHTS OF+ALL PARTIES “INCLUDING:THE FOREIGN MANUFACTURER.
NOT 'ONLY IS 'A‘'FULL "DUE ‘PROCESS :HEARING REQUIRED ‘IN WHICH
ALL PARTIES HAVE:AN A"FULL'OPPORTUNITY :TO ‘PARTICIPATE;
:BUTfBEGINNING~WITH~THE%1974€AMENDMENT'TOJTHEITRADE-ACTQQQQHJ
"LEGAL AND EQUITABLE“ZDEFENSESUMAY”BE3PRESENTED¥INiALL@CASES.

SEE §337(c) IN ACTIONS BASED ON PATENT INFRINGEMENT,

THIS OF COURSE MEANS THE CLASSIC DEFENSES OF NONINFRINGEMENT,

INVALIDITY, UNENFORCEABILITY, AND IMPLIED AND ENPRESS LICENSE.
A VARIETY OF ACTSl HAVE BEEN ASSERTED AS “UNFAIR" UNDER

§337 SUCH AS FALSE LABELING, TRADEMARK INFRINGEMENT, FALSE

REPRESENTATION ON : IMPORT DOCUMENTSI-PALMING OFF, ETC. BUT,

I WOULD LIKE TO DRAW SPECIAL ATTENTION TO TWO TYPES OF UNFAIR
ACTS. THE FIRST IS MISAPPROPRIATION OF PROPRIETARY INFORMATION
OR TRADE SECRETS WHICH IS A GROWING AREA OF CONCERN IN THE U.S..
U.s. COMPANIES HAVE ASSERTED THAT THEIR DRAWINGS AND TECHNOLOGY
HAVE BEEN WRONGFULLY OBTAINED OR USED BY FOREIGN COMPANIES FCR
MAKING COMPETING PRODUCTS WHICH ARE THEN IMPORTED INTO THE U.S.

TO THE DETRIMENT OF: THE ORIGINATING U S COMPANY2
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2> THE OTHER ‘TYPE ‘OF ASSERTED UNFAIR ‘METHOD OR .ACT IS, "

OF COQURSE, PATENT INFRINGEMENT WHICH; BY+-FAR, REPRESENTS. THE

:GREATEST NUMBER OF CASES EVER FILED OR DETERMINED UNDER §337.

THERE  ARE SEVERAL :LANDMARK ITC PATENT CASES LISTED
.IN APPENDIX ‘II WHICH ARE RECOMMENDED READING. FOR EXAMPLE, THE

FRISCHER V.—BAKELITE3,'1930r-CCPA DECISION HELD FOR THE FIRST

TIME THAT PATENT  INFRINGEMENT IS.-AN UNFAIR METHOD OR -0

- ACT URDER §316 ‘TARIFF ACT OF 1922, THE PREDECESSQR OF §337.
THE CCPA; AFTERaREVIEWING*THE'FACTS;ﬁADOPTED THE TARIFF.- -

. COMMISSION'S RATIONALE THAT THE PATENT “INFRINGEMENT RESULTING
FRCM THE IMPORTATION WAS: UNFAIR TO -THE PATENYEE:-

M"The Tariff ‘Commission has: very ably and
succinctly described the conditions confront-
J-ing the complainants in:this. proceeding - in =
the following language: 'The situation present-
. ed by the manufacture'in the United States
of articles infringing patents is guite
- different from that presented by the importation
of such articles made abroad. In the case of
.~the sale:of -articles manufactured. .in ‘the Lo
United States the infringing manufacturer
can be proceeded sagainstiand thus:theunfair.
practice be reached at its source. Domestic
patentees. have no effective means -through .\ :
the courts of preventing the sale of imported
smerchandise in wviolation of :their. patent i
rights. Customs officers are forbidden to
:disclose information concerning :importations. ..
+++.When such merchandise is delivered from
- ecustoms: custedy. it may ‘be .and. frequently . .
is distributed throughout the United States.
<.-'The. difficulties which . confronti a patentee
seeking to enforce his rights through the
courts are practically insurmountable. - 'He -
is required to proceed against each individual
dealer -selling ‘the .infringing articles, which-
of course would lead te a multiplicity of suits
with little likelihood that all infringing dealers
could be reached. The cost of the numerous suits
with the small amount of damages which may be
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recovered 'in"'any ‘one stit ‘discourages resorti o
__to the courts. Moreover, a decree obtained
“'against one dealer would have no’binding
effect upon others, and by the simple .
~expedient of ¢ hanglng the consignees the
effect of a decree when secured would be
U nillified.  Unleéss, therefore, section
.. 316 may be invoked to reach the fore:.gn=
articles at:the time and’ place of .
“importaticn” by forBidding entry into th .
“United Statés of those arficles which ugon ~
the facts in a particular case are found
" to-violate rights of domestic manufacturers,
such domestic manufacturers have ne adequate
rémedy. ! [Emphasis added]-

| IN'THE 1935°CASE OF IN RE AMTORG TRADING'CORP., ** '~

U THE CCPA - REVERSED PORTIONS OF. ITS EARLIER DECISIONS AND'’

FOUND IMPORTATION OF ‘A PRODUCT MADE ABROAD BY A  PROCESS ™

"PATENT IN'THE 0.S. IS NOT AN UNFAIR METHOD OR ACT"UNDER™ ™

§337. THIS DECISION LED DIRECTLY TO AN AMENDMENT OF ‘THE ~ =

TARIFFACT ‘70 INCLUDE §337a WHICH, TOGETHER WITH §337; MAKES

'UNFAIR THE -ACT ‘OF ' IMPORTING " PRODUCTS ‘PRODUCED ABROAD BY & '

PROCESS COVERED BY CLAIMS -OF AN UNEXPIRED U.S. PROCESS PATENT.
THIS SECTION PROVIDES THAT, FOR PURPOSES OF §337, SUCH -7
IMPORTATION SHALL HAVE THE SAME STATUS' "AS THE' IMPORTATION OF
ANY*PRObUcT OR ARTICnEiCOVEREb*§Y~THEVCﬁAiMS‘0F*ANY*ﬂﬂEXPIREb
VALID U.S. LETTERS PATENT.®S5" AR
"IN DETERMINING WHETHER OR 'NOT INFRINGEMENT HAS OCCURRED,
THE ITC EXERCISES THE SAME ANALYSIS AS ‘DOES’ ANY ‘'COURT IN - -

DETERMINING THE QUESTION, THAT IS {1) DETERMINE'THE SCOPE OF

U PATENT - CLAIM COVERAGE AS “LIMITED BY “THE CLAIM LANGUAGE; ~ *™'°
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‘

SPECIPICATION, PRIOR ART AND STATEMENTS MADE BY THE
PATENTEE AND (2) APPLY THE CLAIM COVERAGE TO.THE IMPORTED
PRODUCT. THE ITC OFTEN DEALS. WITH THE. DOCTRINE. OF EQUIVALENCE

WHICH MAY OR MAY.NOT BROADEN: THE LITERAL SCOPE OF THE PATENT

CLAIMS. SEE COLECO INDUSTRIES v. U.S. INTL, TR. COMM.6
. THE SECOND ELEMENT OF THE VIOLATION IS: THE IMPORTATION
OR-SALE BY THE OWNER, IMPORTER, CONSIGNEE OR AGENT OF EITHER.

I CALL THIS THE JURISDICTIONAL. ELEMENT. IN THE

U.S., LAWS EXIST’ GRANTING THE FEDERAL DISTRICT COURTS EXCLUSIVE
JURISDICTION FOR PATENT INFRINGEMENT ACTIONS®. HOWEVER, BECAUSE
OF THE- INTENDED. BREADTH OF.§337(a) TO-INCLUDE-ALL UNFAIR METHODS
OF COMPETITION AND ACTS, THE SECTION AFFORDS.THE.ITC SUBJECT:

MATTER . JURISDICTION TO..DETERMINE ALLEGED PATENT INFRINGEMENT: BUT

ONLY WHEN IMPORTATION OF ARTICLES .IS INVOLVED. . -

" ..., IT SHOULD BE.UNDERSTOOD THAT THE ITC-BELIEVES IT: - ..
CAN EXERCISE. THE EXCLUSION POWER WITHOUT PERSONAL JURISDICTION
OVER . THE.FOREIGN MANUFACTURER AND .NOT,VIOLATE THE DUE PROCESS
RIGHTS OF THE U.S. CONSTITUTION SO LONG AS-THE ITC CONDUCTS. -

' B DUE PROCESS HEARING AS PROVIDED BY .§337(c). THEREFORE, IF

THE FOREIGN MANUFACTURER DECIDES NOT.TO:DEFEND OR PARTICIPATE
IN THE ITC IN REM PROCEEDING AGAINST.THE IMPORTED GOODS,. THE
- ITC. NEVERTHELESS . HAS, THE POWER -TO.EXCLUDE.THE.GOODS FROM THE .

u.s. IF IT-FINDS AN UNFAIR ACT. . ..
. ‘NOW, WHAT ABOUT PERSONAL JURISDICTION. OVER A NON~U.S.-

COMPANY? . THE. ITC -OVER,THE. LAST 10 YEARS HAS -BEEN BROADENING ITS
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JURSIDICTION AND MAY CONTINUE TO DO SO UNTIL THE CCPA OR
THE SUPREME COURT DEFINES THE LIMITS OR BOUNDS OF ITS
JURISDICTION ON. A CASE BY-CASE BASIS 9 IN WELDED

 STAINLESS STEEL_ PIPE AND TUBElO THE ITC HELD THAT IT

e e

: IT SELLS FOB ITS: HOME COUNTRY.H THE ITC STATING 'THAT THE

FOREIGN MANUFACTURER WAS OPERATING IN THE STREAM OF

INTERNATIONAL COMMERCE FOR WHICH THE ITC HAS JURISDICTION,

ADOPTED AN "EFFECTS.QTEST TO REACH-THOSE SELLING ABROAD.

THE TEST IS WHETHER:OR NOT THE FOREIGN MANUFACTURER KNOWS
1Ts PRODUCT WILL ‘BE: OR IS BEING IMPORTED INTO THE U S. AS
PART OF AN UNFAIR ACT, WHICH ACT HAS AN ADVERSE EFFECT ON

U.s. NDUSTRY._ IF SO, THIS JURISDICTIONAL FEATURE IS MET

AT THE ITC: ALTHOUGH AN UNFAIR ACT MUST STILL BE PROVED.

THE ITC RATIONALE INCLUDES THE FOLLOWING AT PAGE 10'

"It is- c¢lear that the alleged acts committed- -
abroad by the foreign respondents in this case
had -aneffect 2in the United -States,/“inithat™
~the articles connected. with the unfair racts '
were. injected: intofUnited-Statesncommerce'by
importation.. The:only" remalnlng question for
_the purpose of:determining ‘personal:ijurisdicticn
is :whether the éffect :of thealleged wrongdoing
was foreseeable -as.a ddnseqdence of their rconduct.
If there is a.basis-in the redord for concludlng
. that: respondents had reason to know:of such.
potentiali-results, there are sufficdient contacts
Lw1th this forum .to: meet any ‘due-process objections.
In £inding - of fact #9, thé presiding off1Cer
.[actlng judgel--concluded that the foreign = =
c-manufacturers: who sold ‘to foreign .trading- companles
woodido-soswith: the knowledge -of-:subsequent export to
:»the United States. Onsithe basis of ‘testimony -
presented:and exhibits-submitted to him;he-concluded
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. there were grounds for imputing knowledge of:n . .0 i

-importation to the manufacturers even though
they never. dealt directly with: [U.8.] importers: =
The record supports such a conclusion,
particularly since no contrary evidence
-was submitted. ([Footnote: As shown ...

we adopt recommended  finding 9..°
Testimony before the Pre51d1ng
Officer by complainant's expert: -
witnesses indicated that manufacturers
~sold directly to exporting companies.::
This certainly gives us the basis

~for- imputing knowledge of Japanese :°
production that is exported, and

- -about:the high percentage whichthe
United States imports. See. Report

ko the President on: Prices and Costs!
in the United States Steel Industry,
~by the Council .on-Wage and Price
Stabllity, October, 1%77.}

. Thus. it 'is fair:'and reasonable for ‘the:
United States to exercise jurisdiction over

-+ those ‘respondents who committed acts abroad

with the reasonable expectation such acts

wooowould- affect U.LS. commerce. Accordingly,

all motions to dismiss for lack of personal

.jurisdiction were properly denied." “(Emphasis. = i %

added)
AND AT PAGE 1ll:

"The use of the word "or".in seéction "337(a) -
indicates that.we are not - limited to ‘proséribing
only. those acts :which occur during:the -actual =
physical ‘process of importdtion. We:@ may "also
sconsider acts.occurring in:the -sale by -an owner,
‘importer, consignee, or agent wof either. :This
- second part of section:337{a) would seem it
-broaden our  jurisdiction considerably, unless
limited in some:way by the concept ‘of importation.
..-It . -is obvious ‘from our traditional -role, not-:
+:to mention .our -remedial provisions, that ‘Congress
intended section 337 -to .attack only unfair trade
practices which relate to imported -products. It

- : -then becomes crucial to discern:some ‘nexus between

. -unfair .methods -or acts and .importatioh: before ‘this
Commission has power. to act. In the present case,

it -igoopot.difficult to-see ‘such :a relationship.

Unjustified sales by foreign manufacturers below

average variable costs become unfair methods or
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acts:.in‘'the importation:of these-articles: :;
because the respondents intended the products"
tobecome’ articles of ~commerce .in .the United. ..
States. Three separate observations can be'””
'made ‘to support this position.. : St
First, our statute has a protectlve functlon, T
«=in-that it protects.the domestic-market .from..
those products sold in. the United States,
which are:the fruits:.of.unfair: compg;;tlonf«~
e G0Ny 1t is.glear..that. -any-. Commission.
zaction:will:have as.great an impact-on the ... ..
manufacturer as it does on the exporter.
o+ Hencey. to say: ‘we are; not regulatlng sales
. by regulating import practices is to take
“i.a.position which simply does.not-conform: ...
to reality. '
Third, and most importantly; the meaning .. ..-.i.. ..
of the term "owner® must include foreign T
i owners. i [Footnote omitted] :What .possible -
basis would there be for 1nvok1_g exc1u51on
S oowers to: remedy unfair-acts:din the subsequent
gale by domestic owners? Our whole remedial
‘gcheme:1is. designed. to. attack unfair acts. .
. before the goods reach our shores, and in
“fhat ' sense respondents':arguments. are.
guestionable at best.” (Emphasis added)

. ONCE THE COMMISSION 'I‘AKES JURISDICTION OVER AN ;

IMPORTER OR OWNER—IMPORTER, THE INVESTIGATION WILL WOT BE
TERMINATED MERELY BY HIS CEASING 0 IMPORT.A ogE Trc o
RECOGNIZES THAT §337 WOULD BE TOO EASILY CIRCUMVENTED =~
BY ON—AGAIN OFF— AGAIN IMPORTING. ONSEQUENTLY, ‘THE'
_STATUTE (5337 (c)) REQUIRES ‘THE ITC, “upoN COMMENCING o
| ”INVESTIGATION, 0 PROCEED TO CONCLUSION OF SUCH INVESTIGATION
4.JIWITH ONE EXCEPTION WHICH IS SETTLEMENT 'BASED ON LICENSING

THE BRODUCT UNDER THE SUBJECT PATENT WHICH WE WILL DISCUSS

LATER IN THIS TALK.
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THE THIRD ELEMENT OF A VIOLATION IS THAT THE
IMPORTATION MUST HAVE AN EFFECT OR TENDENCY TO DESTROY CR
SUBSTANTIALLY INJURE A U S INDUSTRY.? THE U S INDUSTRY
1s DEFINED “AS- THAT PORTION OF INDUSTRY DIRECTLY PERTAINING
TO THE PATENT. THIS “INJURY" ELEMENT IS USUALLY EASILY

ESTABLISHED FOR THE ITC FINAL DETERMINATION THE ITC SIMPLY
| LOCKS FOR PROOF OF AN ADVERSE IMPACT ON U S. INDUSTRY AND A
NEXUS OR CAUSATION BETWEEN ‘THE UNFAIR ACT IN IMPORTATION AND
THE ADVERSE IMPACT ON U S INDUSTRY._uf‘U 5'Y

HOWEVER, COMPLAINANT'S PROOF OF THE “INJURY" ELEMENT

APPEARS TO: REQUIRE A .IGHER EURDEN;'N A PRELIMINARY DETERMIN—

ATION FOR A §337(e) PRELIMINARY REMEDY. IN: ADDITION TO a

VIOLATION IN A PRELIMINARY HEARING13THE U S;.COMPLAINANT

MUST SHOW AN IMMEDIATE AND SUBSTANTIAL INJURY TO THE U S.

INDUSTRY IF THE TEMPORARY EXCLUSION WERE NOT GRANTED. RECENTLY,

IN CERTAIN APPARATUS FOR THE CONTINUOUS PRODUCTION OF COPPER

ROD, 337 TA 89, THE ALJ RECOMMENDED DENIAL OF A TEMPORARY i_
EXCLUSION QRDER. BECAUSE THE U. s MANUFACTURER COULD NOT | IY
POSSIELY BUTLD AND SUPPLY THE MACHINES WITHIN THE TIE FRAME
NEEDED BY THE U.S. CUSTOMER WHEREAS THE GERMAN MANUFACTURER
COULD. TN, EFFECT, THE ALJ REASONED THE U s. MANUFACTURER WAS
NOT_IMMEDIATELY INJURED BECAUSE HE WAS NOT w A POSITIDN TO FILL
THE ORDER ANYWAY. THIS ISSUE 18 PRESENTLY BEFORE THE COMMISSION

FOR ITS DETERMINATION,
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VARIOUS FACTORSLI ‘CAN'BE-USED TO ESTABLISH THE -INJURY
ELEMENT SUCH AS:

3 MANUFACTURED GOODS

1. 'DECLINE IN SALES OF U,

. WHILE INCREASE IN SALES OF IMPORTED GOODS

_ LOSS OF_MABKET SBARE:- BqT_SEE pLASTIC L

e BAGS* : RROEE I o ‘ : S
2. LOSS OF PATENTEE'S CUSTOMERS {70 IMPORTERS .

3. COMPLAINANT FORCED . REDﬁéé-U S. SALES PRICE :'III
4. DECREASE IN EMPLOYEES ,
5. DECLINE-INAPROFITS: . .1,  fo0 iisii;

6. 'IDLING OF U.S. PRODUCTION ‘FACILITIES (&.g.,
. TWO PRODUCTION LINES REDUCED TO ONE LINE)

..7.. LOST ROYALTIES (FROM U.S. LICENSEES),

“THE FOURTH ELEMENT OF A VIOLATION IS THAT THE U.S:" -
INBUSTRY ‘ABVERSELY ‘AFFECTED MOST 'BE EFFICIENTLY AND ECONOMICALLY
OPERATED. THIS 1§ THE'EASIEST ELEMENT FOR'A U.8 COMPANY TO-"
ESTABLISH AND I DON'T RECALL THE ITC EVER FINDING A U:S. COMPANY
70" BE INEFFICIENTLY RUN: """

** HOWEVER, THE  FACTORS'TO BE CONSTDERED ARE WHETHER THE -

U.s. INDUSTRY USES:"
””1! “OLD AND OBSOLETE PRODUCTION ' EQUIPMENT -

a0 POOR 'MANAGEMENT ‘DECISIONS CONTRIBUTING 'TO LOSSES.

- *COMMISSION MEMORANDUM OPINION, JANUARY 1977, 337 TA 22.
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- MAY LEAD TO AN ITC FINDING OF NO VIOLATION OF THE SECTION,

*SUBCHAPTER II, CHAPTER 5 OF TITLE 5.

*...:3.. THE ABSENCE OF AN ADVERTISING EFFORT OR
SALES FORCE.

4. INEFFICIENT PRODUCTION TECHNIQUES SUCH AS
.. MANUAL LABOR IN COMPETITION WITH A MODERN
CAPITAL INTENSIVE FOREIGN BRODUCTION .
5. GUTDATED TECHNOLOGY THAT PROBUCES AN INFERIOR
PRODUCT. -

A STRONG SHOWING OF ONE OR MORE- OF THESE FACTORS

BUT DO NOT RELY ON IT AS A STRONG POSSIBILITY

RATURE OF §337 ITC PATENT.ACTION. ..

NOW. THAT -YOU ENOW SOMETHING. ABOUT -THE VIOLATIONS OF
§337, LET'S DISCUSS THE NATURE OF A §337 PATENT INVESTIGA—

TION AND WHAT YOU CAN EXPECT FROM ITC PROCEDURAL “ACTIVITIES.

AS YOU MAY RNOW, THE ITC,. UNLIKE A COURT,.HAS.INVESTIGATIVE
+ POWERS AND JUDICIAL POWESS.. DURING AN.ITC §337 ACTION, BOTH o
POWERS .COME . INTO. PLAY. UNTIL THE 1974 AMENDMENT TO THE. . .. .. ;-
- TARLFF. ACT QF-}930,'THETITC_WASJA FACT. FINDING AND,?EBQRI;NGH
GOVERNMENT AGENCY THAT MADE RECOMMENDATIONS TO. THE PRESIDENT.

WHO, DECIDED. WHETHER -OR NOT TO. EXCLUDE. PRODUCTS INVOLVED IN

VIOLATIONS OF §337. THE 1974 AMENDMENT GREATLY ENLARGED. THE .
POWER OF THE ITC.AND EXPANDED ITS ROLE. . THE ITC WAS GIVEN
POWERS.TO CONDUCT DUE .PROCESS  HEARINGS (TRIALS) UNDER THE
ADMINISTRATIVE PROCEDURE ACT*, RENDER ITS OWN FINAL DETERMINA~-
TIONS AND ISSUE ITS OWN PRODUCT EXCLUSION ORDERS OR CEASE AND

DESIST ORDERS, SUBJECT ONLY TO JUDICIAL APPEAL TO THE CCPA OR A
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AND ACTS IN THE IMPORTATION OF GOODS FROM ABROAD, WHICH _

PRESIDENTIAL VETO OF THE REMEDY' FOR NATIONAL POLICY REASONS.*”
<50, THE' ITC HAS ‘BECOME" A POWERFUL ‘QUASI<JUDICIAL" '
BODY WITH:A HISTORICAL MISSION AND' PURPOSE (AS RELATED TO

§337)--70" PROTECT U.S. " INDUSTRY* FROM ‘UNFAIR TRADE METHODS =~

METHODS AND ACTS, WE KNOW, INCLUDE PATENT “INFRINGEMENT. '
PROCEEDINGS COMMENCE WITH THE FILING OF ‘A PROPER
COMPLAINT, A COPY OF WHICH WILL BE SERVED ON EACH NAMED
RESPONDENT ' INCLUDING ‘THE FOREIGN MANUFACTURER (IF NAMED). i
AT THAT POINT, ALTHOUGH “THE PROCEEDING IS CALLED AN INVESTIGA-
TION; ‘IT WOULD ‘BE WISE 'TO CONSIDER YOUR COMPANY AS ‘BEING -
INVOLVEDIN PATENT LITIGATION WHICH IN ‘MANY RESPECTS RESEMBLES

PATENT LITIGATION -IN THE U.S. FEDERAL DISTRICT COURTS. “AS"

MENTIONED ABOVE ‘THE ‘§337 ‘ACTION: IS NOT SIMPLY A FACT-FINDING

ONE, BUT IS QUASI-JUDICIAL IN ‘NATUREAND' CAN 'LEAD TO AN -ITC™ '

'ORDER WHICH WOULD BLOCK IMPORTATION OF A FOREIGN COMPANY'S

[ COMMERCTIAL “PRODUCT.

THE INVESTIGATION IS5 FORMALLY UNDERWAY WHEN THE

COMMISSION ISSUES A "NOTICE OF INVESTIGATION“ AND PUBLISHES

THE SAME IN THE FEDERAL REGISTER.‘ THIS WILL OCCUR WITHIN

30 DAYS: OF FILING THE COMPLAINT 12 THE ITC WILL ALSO

IMMEDIATELY ASSIGN AN ADMINISTRATIVE LAW JUDGE (ALJ) TO HEAR

THE CASE AND A COMMISSION ATTORNEY AS A "NEUTRAL" PARTY

THE ALJ, IN TURN, WILL ALSO IMMEDIATELY ‘ISSUE A STANDARD
ITC "PROTECTIVE ORDER" THAT PROTECTS THE CONFIDENTIAEITY“OF b

PRIVATE BUSINESS INFORMATION AND TRADE SECRETS AND RESTRICTS
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_USE_IN. THE ITC ACTION OF, SUCH. INFORMATION EXCHANGED. BY
THE PARTIES AS A RESULT OF DISCOVERY UNDER THE ITC-RULES.

ONCE -THE NOTICE OF INVESTIGATION IS PUBLISHED, A.
STATUTORY .CLOCK BEGINS TO RUN AND:THE FINAL ITC DETERMINATION:
MUST BE HANDED -DOWN WITHIN-12 MONTHS (18 MONTHS IN MORE --:
COMPLICATED .CASES) .OF -THAT DATE.* .

IF THE COMPLAINANT SO-REQUESTS,.THE-ITC: OR-THE.:
bESIGNArED ALJ . WILL CONDUCT A PRELIMINARY HEARTNG** WITHIN: . -
THREE MONTHS*** OF THE NOTICE OF INVESTIGATION AND THE .ITC: .
- WILL MAKE A.PRELIMINARY DETERMINATION -WHICH,. IF ADVERSE- - -
TO THE IMPORTED GOODS, WILL INCLUDE AN-EXCLUSION ORDER AND
A BOND**** EFFECTIVE UNTIL A FINAL.DETERMINATION IS MADE- .. . -
THIS .MEANS THAT A PRELIMINARY HEARING, IF CONDUCTED, -IS
FOLLOWED BY FURTHER DISCOVERY AND A FPINAL HEARING BEFORE:. .-
THE ALJ THREE .OR FOUR MONTHS. -LATER. '

.. BECAUSE ‘THE TIME PERIOD IS .STATUTORY: AND . NOT -EXTENDABLE,

THE COMMISSION IS VERY SENSITIVE ABOUT TIME. - COMMISSIONER:CALHOUN'S

*SEE §337(b){l)

**THE ITC DOES NOT FAVOR PRELIMINARY HEARINGS BECAUSE THE
EXTREMELY. SHORT. -TRIAL PREPARATION. PERIOD: REDUCES:;THE PARTY'S .
ABILITY TO PUT ON A WELL PREPARED CASE. ACCORDINGLY,
PRELIMINARY. HEARINGS .RARELY CGCCUR.: . BUT-SEE-RECOMMENDED .: :.. -
DETERMINATION ON TEO HEARING, ISSUED SEPTEMBER 26 1980,
337..TA B9. .« .o en o T Lo ; TREC A

- **%*x19 CFR.§(e){(2)}. 19 CFR §210: ARE ‘THE PROCEDURAL -RULES -
GOVERNING ITC 337 ADJUDICATIVE INVESTIGATIONS AND HEREAFTER
WILL BE REFERRED 1O AS. "ITC RULE: NO." i

'***#§h33_7 (&)
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- TESTIMONY AT ‘HIS NOMINATION HEARING, JANUARY 24, 1980, =

'CAPTURES - THE''SPIRIT" WITH WHICH THE ‘ITC TRIES ‘TO' COMPLY -

WITH THE TIME "REQUIREMENTS. HE STATED:

“pithink -timelineés ‘in: determinations is- another -
.. essential factor. It has been a matter that was ..
'iof ‘great’ concern to the Ways and Means_Commlttee

justlce delayed”ls justlce denled‘
~_.applies here, 80 I would be very concerned and .
finterasted in seelng speedy ‘determinations,
.. Particularly when we are talklng about economic..
~ impact.” 'If*-industries’ are in" trouble and they "
need relief, they need it right away and in
“most cases; by the' time ‘they bring the ‘case”
.. to the International Trade Commission, the
““‘harm--has ‘been done, and ‘for' there to' be* i
. unnecessary delay worsens their circumstance., ... .

* *_ * o

mIn addltlon,‘I thlnk access to the CommlsSLOnf

“is” sométhing that is ‘important “as“well’. * The
price to society of a liberal trade policy is.
“to-“assure ‘that’ those elements of" ‘society. that‘,
are unfairly burdened by that policy have an .
“'opportinity” £6- be' heard and havé- an’ opportunity
_to seek redress and I think, to the extent thet -

" the“law'provides; every person that cah’ make &~
reasonable claim for injury should have an

" opportunity to-be heard before the Commission: -

" UNLIKE' AN ACTION' IN“COURT' WHERE THERE®ARE ONLY TWO
PARTIES, A PLAINTIFF AND A DEFENDANT, THE.ITC §337 ACTION:
ALSO’ INCLUDES- A’ COMMISSION STAFF ATTORNEY APPOINTED BY THE

COMMISSION'S OFFICE OF-'LEGAL -SERVICES WHO  PARTICIPATES FULLY

" AS A PARTY ALONG WITH THE COMPLAINANT AND THE RESPONDENT

PARTIES. THE  STAFF ATTORNEY HAS A DUTY TO REPRESENT THE
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PUBLIC INTEREST, MAKE INDEPENDENT DISCOVERY ON THE PARTIES
AND SUBMIT.INPE?ENPENTMPRQPOSED;FiNDiNGSEDE FACTAND ...
 CONCLUSIONS OF LAW ON. ALL THE ISSUES BEING. TRIED: HE ALSO
ADVOCATES, FOR AN APPROPRIATE REMEDY AND, ON OCCASION,
ATTEMPTS To FOSTER A SETTLEMENT AMONG THE PARTIES.“;FOR
THOSE EXPERIENCED N TRADITIONAL PATENT LITIGATION IN THE

COURTS THE, PRESENCE AND PARTICIPATION OF THE COMMISSION

: ATTORNEY is A STRANGE AND SOMETIMES UNWELCOME CIRCUMSTANCE.

AS THE PARTIES ARE PREPARING FOR TRIAL, S0, IS. THE, COMMISSION
ATTORNEY, AND, FOR MOST PARTIES, THERE IS A WILLINGNESS OR
A TENDENCY TO COOPERATE FULLY WITH THIS GOVERNMENT ATTORNEY.
HOWEVER, IT IS KNOWN THAT THIS ATTORNEY MAY TAKE POSITIONS
" ON VALIEITI}”INEEINQENENTjENb:OTEEEAIsEUEéfAﬁﬁEEEEfTo THE
PARTY THATLIOufREEEEsENTIJ,chsEQﬁENTLT;jA'EEEEQNEENT OR HIS
COUNSEL'NEST'chTINUbUSLI”EECIDE“TEE'EEGEEE'ENE:LEVEL OF
COOPERATION WITH THE, CDMMISSION ATTORNEY - HOW MUCH INFORMATION
 AND TRIAL STRATEGY SHOULD A PARTY'S COUNSEL BE WILLING TO
SHARE AND DISCLOSE TO THE COMMISSION ATTORNEY? A PRUDENT
LITIGATION COUNSEL SHOULD APPROACH THIS QUESTION WITH A GOOD
DEGREE OF CAUTION AS.HE PREPARES FOR TRIAL.~

. ONCE.THE INVESTIGATION. IS UNDERWAY, YOU CAN.EXPECT
. 10 RECEIVE. THE USUALDISCOVERY DEMANDS SUCH AS SETS OF: ..
LENGTHY INTERROGATORIES, REQUESTS FOR PRODUCTION OF: DOCUMENTS,

AND/OR REQUESTS. FOR ADMISSIONS.*. .IN ADDITION, THE PARTIES,

*ITC RULES 210.32, .33, and .34, RESPECTIVELY.
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¥ITC_RULE 210.35..

AND THEIR EMPLOYEES ALONG WITH OTHER PERSONS SUCH S CUSTOMERS,
TMPORTERS, ETC.* CAN BE SUBPOENAED FOR DEPOSITION. “ALTHOUGH
THE ITC SUBPOENA POWER IS COMPULSORY IN THE U.S., A FOREIGN =~

MANUFACTURER WHO DOES NOT WISH TO PARTICIPATE IN THE PROCEEDINGS

RISK OF BEING SUBJECTED TO SUBSTANTIVE SANCTIONS.** THIS PLACES

THE FOREIGN' MANUFACTURERS IN'A DIFFICULT DECISION-MAKING POSITION.
HE MUST BALANCE OPENING HBIMSELF UP 10 DISCOVERY OR LOSING ON THE
MERITS OF AN’ ISSUE AND BEING FOUND IN VIOLATION ‘DUE TO™
SUBSTANTIVE SANCTIONS. ' Bt A

" NOW, 'THE DIFFERENCES BETWEEN THE OPEN TYPE OF DISCOVERY
IN U.S. LITIGATION FOSTERED BY THE LIBERAL U.S. DISCOVERY ~
RULES13 (WHERE A PARTY'S COUNSEL MAY OBTAIN ACCESS TO AND
scAﬁ”INTERNAL”DOCUMENTs"Iﬁ‘Tﬂﬁ'opPosiNG“PARTYfS“FILES) Is. ¢
IN MARKED CONTRAST TO THE NATURE OF LITIGATION IN MOST OF R
EUROPE AND THIS PART OF THE WORLD WHERE THE ABILITY TO
DISCOVER INTERNAL DOCUMENTS IS LIMITED OR NONEXISTENT;
HOWEVER, I CAN TELL YOU THAT IF THE U.S. MARKET IS IMPORTANT
ENOUGH FOR YOUR COMPANY, AND THE ALJ ORDERS YOUR COMPANY TO
OPEN UP ITS DOCUMENTS TO INSPECTION, IT WOULD BE DIFFICULT =~
TO REFUSE' AND ACCEPT SUBSTANTIVE SANCTIONS AND RISK LOSING

THE U.S. MARKET. SOCH WAS THE' CASE IN'COPBER ROD, 337 TA 52

**TTC RULE 210.36 .
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IN WHICH A LARGE EUROPEAN COMPANY OPENED ITS INTERNAL RECORDS
fOR'INS?EOTIONQANDucpfilNG BY COUNSEL POR THE U.S. COMPLAINANT
AND THE COMMISSION ATTORNEY AS ORDERED. BY THE. ALJ.TTTL, B
... BECAUSE OF THE TIME LIMITS INVOLVED IN THE NORMAL. ... .
§337 ACTION, THERE ARE ONLY FOUR AND ONE-HALF MONTHS AVAILABLE
.‘FOR;DI§QQVERY, @gxcn};sfvagyﬂggoam_compaasp TO TEE NORMAL .
.- DISCOVERY  IN PATENT .LITIGATION, . ACCORDINCLY, THE ACTIVITY.

_IN DISCOVERY IS INTENSE, USUALLY UNDERTAREN BY A TEAM OF THO

OR MORE ATTORNEYS WITH TECHNICAL ASSISTANTS.  IF ONE PARTY.

- IMPEDES DISCOVERY, THE IMPEDIMENT IS QUICKLY RESOLVED, BY THE . _
OTHER PARTY FILING A MOTION ?ngoﬂ?EF-D?é?QVEEY'f;?HEaMATTER
IS QUICKLY BRIEFED BY THE PARTIES AND DECIDED BY THE ALJ TO.
KEEP DISCOVERY ACTIVITY MOVING FORWARD AND YET PROTECT THE. . .
RIGHTS OF THE PARTY OR PERSONS INVOLVED. IN ONE COMPLEX CASE,
APPROXIMATELY 250 MOTIONS WERE EILED.IN.A 10-MONTH FERIOD., .. .
MOST OF WHICH DEALT WITH DISCOVERY MATTERS*. . NOT ALL CASES.
ARE THAT COMPREHENSIVE AND. IT. LARGELY DEPENDS ON THE PRODUCT,. .
SYSTEM OR TECHNOLOGY WHICH IS SUBJECT OF THE INVESTIGATION

AND THE DEGREE TO WHICH QPPOSING COUNSEL. ARE WILLING TO.

COOPERATE WITH EACH OTHER.
AS PART OF THE DISCOVERY PROCESS THE COMMISSION

ATTORNEY WILL TYEICALLI_SEEKhTOnDISCOVER THE .FOREIGN . .

*TO SAVE TINE AND TRAVEL EXPENSE, SEVERAL MOTIONS WERE ARGUED
THROUGH TELEPHONE CONFERENCE CALLS AMONG ALL PARTIES' COUNSEL, . .
AND THE ALJ WITH VERY SATISFACTORY RESULTS. R
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MANUFACTURER' §- SALES DATA, -MANUFACTURING: DATA; COST DATA . 5% 57
AND OTHER. ECONOMIC,: PRODUCTION AND SALES: INFORMATION.: HE " % . i
WILL ALSO DEVELOP- INFORMATION: AND. EVIDENCE ON THE. ISSUES OF .

INJURY TO THE U.S. INDUSTRY AS WELL AS THE:PUBLIC: INTEREST " 11"

AND PUBLIC:WELFARE ISSUES.: THE: COMPLAINANT:WILL-SEEK TO: "

 DISCOVER, WHEN. AND: HOW. 1
OF THE COMPLAINANT'S: COMMERCIAL:PRODUCTS: AND WHEN AND: HOW:

THE FOREIGN: MANUFACTURER: FIRST: DEVELOPED: OR :ADOPTED:THE i ¥ ..l
DESIGN FOR¢TﬂE?ﬁLLEGE@QINFBINGING;PRODUCTtQQIFQHE?CANQESTABLISH*”'

THAT THE.U:S.: PARTY'S:PRODUCT: WAS:FIRST: COPIED BY:THE FOREIGN

MANUFACTURER, TO- EMPLOY ~THE ~PATENTED INVENTION, THIS' WILL HELP:. /7
STRENGTHEN - HIS CASE OF-PATENT INFRINGEMENT AND-PERHAPS VALIDITY
IN THE;§337 ACTION.:; v 5 o7 woiad

ADJUDICATIVE HEARINGS* BEFORE THE ALJ" ARE SIMILAR
IN MANY. RESPECTS -TO -PATENT TRIALS ‘BEFORE -A~FEDERAL‘DISTRICT %
COURT-JUDGE. . . THE - PURPOSE:-OF ~A-BEARING *ISTO  TAKE~EVIDENCE
AND HEAR ARGUMENT-FOR THE:PURPOSE OF :DETERMINING'WHETHER:
THERE IS A.VIOLATION OF -§337 OR; IN A PRELIMINARY PROCEEDING;:

THERE -1S. A "REASON: TQ -BELIEVE" SUCH .VIOLATION:-EXISTS.# EAGH: = i

PARTY. INCLUDING .THE COMMISSION ATTORNEY HAS A:RIGHT 'TO:PRESENT ‘¢
- »-WITNESSES AND. EVIDENCE- AND:TO CROSS-EXAMINE, OBJECT, "AND DO ALL.l"

OF THE -THINGS ESSENTIAL: TQ A FAIR:DUE PROCESS HEARING. “THEIALJ" '

*ITC RULE 210.41
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'FEDERAL RULES OF 'EVIDENCE:AS' A GUIDE TO DECIDING VARIOUS =+’

OBJECTIONS RELATED 'TO. INTRODUCTION OF EVIDENCE. 'NOTWITH- =

STANDING THESE RULES, THE-ALJ IS'LIBERAL-IN-ALLOWING -~

EVIDENCE: INTO: THE® RECORD. ' '

_ AsTTHEfTIME;FOR:HEARING'APPROACHES)“THE ALJ WILL

NORMALLY ORDER:THE PARTIES: TOPREPARE PREHEARING STATEMENTS “-° *

WHICH SET FORTH THE'PROPOSED: ISSUES"TQ'BE“TRIED-AND THE '~ -

RESPECTIVE POSITIONS OF THE 'PARTIES. ' THIS 1S  THE-PARTIES'

" PIRST OPPORTUNITY. TO OBSERVE THE' FORMAL®POSITION OF THE =~ -

COMMISSIONATTORNEY ‘ON' THE' KEY' ISSUES IN THE CASE, SUCH AS-

VALIDITY AND”iNFRIgGEMENT:-”soﬁFRom”THIs'POiNT[FORWARD'THEff’”

- COMMISSION ATTORNEY ‘SHEDS THE-FICTICIOUS VEIL OF A NEUTRAL

PARTY AND BECOMES AN ADVERSE PARTY TO ONE SIDE OR THE OTHER & -

- OR BOTH. “THE JUDGE WILL ALSO ‘CALL A PREHEARING CONFERENCE*

' AT WHICH THE SCOPE OF THE ‘HEARING AND OTHER MATTERS ‘A8 May =~ &

AID IN THE  ORDERLY ‘DISPOSITION OF ‘THE HEARING WILL BE DISCUSSED.
REMEMBER THE TIME 'LIMITS AS PROVIDED IN RULE 210.41. ©

A PRELIMINARY ‘HEARING "(IF ONE IS REQUESTED) MUST BE COMPLETED

~ BY THE ALJ WITHIN THREE MONTHS ‘AFTER PUBLICATION'OF THE NOTICE

' OF INVESTIGATION AND. THE FINAL HEARING MUST BE COMPLETED BY THE

ALJ ‘WITHIN SEVEN ‘MONTHS ' OF “THE NOTICE OF “INVESTIGATION. FORTUNATELY,

BECAUSE 'OF THE ‘WILLINGNESS ‘AND DEDICATION OF ‘THE PRESENT ALJS,

AT THE ITC, HEARINGS SOMETIMES ARE CONDUCTED BETWEEN EIGHT ‘AND

TEN HOURS A DAY FOR FIVE AND SOMETIMES SIX DAYS A WEEK IF THE

*ITC RULE 210.40
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CIRCUMSTANCES REQUIRE. IMMEDIATELY FOLLOWING THE HEARING, R
POST-HEARING BRIEFS WILL BECOME DUE As WELL as REPLY BRIEFS o
SETTING FORTH THE LAW AND ARGUING THE RECORD IN o ATTEMPT -

TO CONVINCE THE JUDGE OF THE FACTUAL FINDINGS AND MERITS OF

 THE RESPECTIVE POSITIONS -AFTER CONS ERING ALL BRIEFS,

AND WITHIN 60 DAYS AFTER COMPLETION OF THE HEARING, THE

AL ISSUES A WRITTEN RECOMMENDED DETERMINATION AND OPINION* a
“AS TO WHETHER THERE IS, OR WHETHER THERE IS REASON o |
BELIEVE THERE IS A VIOLATION OF §337" AND CERTIFIES THIQ Lo,
RECOMMENDATION TO THE FULL COMMISSION o o

e COMMISSION TMEN ISSUES A TIME SCHEDULE WITHIN WHICH.

THE PARTIES CAN FILE WITH THE COMMISSION BRIEFS SUPPORTING

OR OPPOSING THE RECOMMENDED DETERMINATION AND CAN SUBMIT l

'ALTERNATIVE PROPOSED FINDINGS OF FACT AND CONCLUSIONS OF LAW.**

REPLY BRIEFS TO THE COMMISSION ARE ALSO SCHEDULED BECAUSE T*V‘

_MCOMMISSION ACTS PRIMARILY a5 A REVIEWING BODY FOR THE AL s o

FINDINGS OF FACT AND CONCLUSIONS OF LAW kEx IT IS IMPORTANT e

RSt i A A b i i R,

T0 SUBMIT THOROUGH BRIEFS 10 THE COMMISSION BECAUSE e

el
-

COMMISSIONERS "AND THEIR LEGAL SUPPORT GROUP THE OFFICE OF
GENERAL COUNSEL, ARE" SEEING THE CASE 'FOR THE FIRST TIME.
" {N ADDITION TO THAT SET OF BRIEFS EACH PARTY FILES W

ORIGINAL SET OF BRIEFS ON THE RELIEF, BONDING AND PUBLIC INTEREST

*TTC RULE- 210 53..
**ITC RULE 210. 54
***ITC RULE 210.54-:
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ISSUBS OF THE CASE. ALSO, ANY INTERESTED MEMBER OF THE
~ U.S. PUBLIC CAN FILE BRIEFS TO SUPPORT ONE SIDE OR THE OTHER'
ON THE RELIEF BONDING AND PUBLIC INTEREST ISSUES._q”N
N ALL THIS BRIEFING IS FOLLOWED BY AN ORAL ARGUMENT P'i
BEFORE THE ENTIRE COMMISSION ON ALL ISSUES. ALL PARTIES :"
PARTICIPATE AT ORAL ARGUMENT ON THE VIOLATION ISSUES AND -

ANY OTHER INTERESTED MEMBER OF THE PUBLIC OR THE U S AND

STATE GOVERNMENTS CAN ALSO PARTICIPATE ON THE PUBLIC L

. INTEREST" ISSUES.¥4

SHORTLY THEREAFTER, THE COMMISSION WILL REVI‘W THE L

ENTIRE MATTER AND,_USUALLY TOWARD THE END OF OR ON”THE FINAL

DAY OF THE lZ-MONTH STATUTORY PERIOD ISSUE A FINAL DETERMINA- .

TION* AND OPINION AS TO WHETHER OR NOT A §337 VIOLATION HAS .

OCCURRED AND ORDER THE APPROPRIATE REMEDY IF ANY.» THE ORDERS‘

ALSO SET THE BOND AMOUNT, IF ANY, UNDER WHICH PRODUCT CAN ENTER

THE U S UNTIL SUCH TIME AS THE PRESIDENT ACTS ON ANY IMPOSED L

REMEDY.. THESE BONDS HAVE RANGED FROM 25% TO 400% OF VALUE IN B

RECENTLY DECIDED CASES. o i e e — .
THIS THEN WOULD CONCLUDE THE COMMISSION S INVESTIGATION ]

QF THE MATTER WITH THE EXCEPTION THAT THE COMMISSION RETAINS
JURISDICTION FOR PURPOSES OF RECONSIDERATION OR REOPENING THE

- MATTER AND ANY REMEDIES IMPOSED.”

REMEDIES UNDER §337

NOW, WHAT ABOUT REMEDIES? UNLIKE A FEDERAL COURT ;

THAT CAN AND OFTEN DOES AWARD MONEY DAMAGES FOR' PATENT

i RORO OR- THREE “WEEKS' BEFORE- THIS  DATE -THE- COMMISSION -MEETS. AND - o i
VOTES PUBLICLY ON WHETHER OR NOT A VIOLATION HAS OCCURRED, THE
REMEDY (IF ANY) AND THE BOND (IF ANY). THIS IS CALLED A
"SUNSHINE MEETING".

S A e A
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INFRINGEMENT .EQUAL::T0 OR GREATER-THAN:A:REASONABLE: ROYALTY

:
o

(35.08C:§284}, WHICH DAMAGES MAY NOT BE PAID :UNTIL THE APPEALS:. .

ARE COMPLETED, CONGRESS -HAS -GRANTED - THEITC THO-AND ONLY TWO™ i

IN NATURE.AND-BECOME EFFECTIVE NOTWITHSTANDING AN ‘APPEAL.:

- THE ;REMEDY-SECTIONS OF '§337,:(d), :(eyrand (£ 00 2

GRANT O -THE ITC - POWER -0 ISSUE  TEMPORARY. AND:PERMANENT -  %i.%

FROM IMPORTATION OQR*,  AGAINST: A:PERSON;:DIRECTING SUCH:PERSON::
TO CEASE&ANDJDESISTgERQM ENGAGING :IN . THE UNFAIR METHODS :OR:: v
ACTS OF IMPORTATICON THAT SUPPORTED THE ITC'S:VIOLATION. 0uw iy

DETERMINATION.

- THESE ARE POWERFUL -REMEDIES. . AN EXCLUSION :ORDER,
IDENTIFYING /THE EXCLUDED: PRODUCT, :18 SUBMITTED TO:ALL U.Si: :i:

CUSTOMS - SERVECE ‘OFFICERS: . THEREAFTER, ‘WHENEVER THOSE :GOODS: '

AND : THE - GOODS ~MUST -BE . REMOVED . FROM THE - S ./ PROMPTLY-"OR BE %7
SUBJECT :TQ CONFISCATION-AND DESTRUCTION.:: <IN :EFFECT; THE.. 70

'EXCLUSTON ORDER - CLOSES./THE :U:S . MARKET .FOR - THAT PRODUCT UNTIL ::

+7THE :QRDER IS MODIFIED:OR: WITHDRAWN ‘BY THE:ITC:

. .-:. THE-EXCLUSION ORDER IS "IN REM" AND DIRECTED AGAINST THE

--PRODUCT -WHEREAS ; THE -CEASE -AND:- DESIST ORDER IS "IN:PERSONAM"  -AND
-DIRECTED. AGAINST A PERSON: . CONGRESS RECOGNIZED THAT A SOLE :ITC
REMEDY OF EXCLUSION -MAY BE:TO0 -HARSH:UNDER-CERTAIN CIRCUMSTANCES.
50 THE - CEASE . AND :DESIST  ORDER SECTION, :(£) (1) WAS :ADDED B¥=THE- :

BY THE 1974 AMENDMENTLS,

*SEE COMMISSION DETERMINATION, ORDER AND OPINION,
‘DOXYCYCLINE, 337 TA 2 (APRIL 1979).
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{YUNLIKE AN EXCLUSION 'ORDER WHICH IS ADMINISTEREDBY ‘THE' -
CUSTOMS “SERVICE, ‘A CEASE AND" DESIST ORDER IS -ADMINISTERED BY -
THE"ITC"ITSELFL6, * THE :POWER ‘OF THIS ORDER-HAS BEEN MARKEDLY

- ENHANCED’BY ‘THE 1979 AMENDMENT TO -THE “TRADE-ACT WHICH ADDED .
_PARAGRAPH#(fJ(Z} MAKING ‘A VIOLATION ‘OF 'THE ITC'S‘ CEASEAND = °
DESIST ORDER PUNISHABLE -BY :A-$10,000 FINE'OR -THE DOMESTIC
:VALUE OFTTHEflnPORTEDVGObﬁS{3WHICHEVER115HEARGgﬁ;zF0§xugACH;Aﬁe
ENFORGEMENT OF - THIS “PROVISION ‘IS THROUGE AN "'ACTION BROUGHT '
BY THE ITC:IN ‘A FEDERAL DISTRICT COURT AGAINST THOSE NAMED =
AND VIOLATING THE ORDER. - -

BECAUSE OF THE EXCLUSIVE NATURE OF THESE REMEDIES,
_PHE ITC .SOMETIMES FACES A*SERIOUS DIEEMMAE-*WHAT”CAN;ANﬁ SHOULD
THE ITC DO.WHEN THE EVIDENCE IN THE:ITC RECORD ‘DEMONSTRATES - '~
' WITHOUT&SERIOUS'EHALLENGE:THAT-THE3FOREIGN‘SUPPLIEﬁ SYSTEM,
© MACHINES; OR‘ARTICLES “ARE “FAR"SUPERIORTO THOSE MADE IN 'THE U.S..
WILL THE ITC- RISK ‘THE SERIQUS CONSEQUENCES OF KEEPING THE BEST
TECHNOLOGY FROM “THE HANDS OF U.S:"INDUSTRY? - /NO ‘LONGER-ARE ‘§337

ACTIONS BEING USEDSQLELY AGAINST THE "IMPORTED -FLOW-‘OF CONSUMER

 PRODUCTS. SUCH AS CHAIN DOOR LOCKS (19 ‘USEPQ 272), GOLF GLOVES “(ITC .
PUB. 720), PANTY HOSE (TARIFF COMM PUB.-471)-AND PLASTIC SANDWICH
EAGsio3374TAﬁ22f; “INSTEAD, 'ACTIONS HAVE “BEEN “AND "ARE “BEING ‘FILED
AGAINST ‘THE -IMPORTATION OF BIG:MUﬁTIMInLiONSDOLLARﬁCOMPoNEﬁTs‘dF

L%HreﬂfTEcﬂNdLoGYTCAPITAtﬁEdUiPMENT*(337~TA“52yiE?ALTHOUGH7dﬁﬁfR“

ONE ‘SUCH SYSTEM MAY BE :SOLD OR-DELIVERED “TO U.S: ‘INDUSTRY ‘EVERY
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YEAR OR 18- MONTHS;- THE VALUE TO:U.5. INDUSTRY IS BETTER" ~
REFLECTED: IN: THE SYSTEM'S PRODUCTION CAPABILITY THAT MAY'RUN
-AS- MUCH. AS: $100; MILLION: PER YEAR.

. FORTUNATELY, CONGRESS FORESAW SITUATIONS SUCH AS THIS®

AND REQUIRED THE, ITC' TO:CONSIDER "“THE' EFFECT  (OF THE REMEDY]

UPON THE PUBLIC HEALTH AND-WELFARE, ‘COMPETITIVE CONDITIONS IN

THE U.S,-ECONOMY, THE PRODUCTION:OF LIKE OR DIRECTLY COMPETITIVE

ARTICLES.IN-THE U.S., -AND.U.S. 'COMMERCE" (§337d; ‘¢, and £} AND

TO WI-THHO_LD THE -REMEDY IF .SUCH :CONSIDERATION WARRANTS. '
:THEREFORE,SCONGRESS-HASUCHARGED-THE”ITC‘NITE THE

DUTY TO STUDY, ‘ANALYZE AND .COMPARE THE IMPACT ON U.S.

INDUSTRY RESULTING FROM KEEPING ADVANCED TECENOLOGY FROM = '

OUR SHORES.: : INDUSTRIAL SYSTEMS EMBODYING HIGH TECHNOLOGY .

SHOULD NOT BE TREATED THE SAME AS CONSUMER ITEMS IN THIS =

ANALYSIS AND THE ISSUE SHOULD NOT BE TREATED LIGHTLY CR

GLOSSED OVER BY THE ITC. AMERICAN INDUSTRY AND THE FOREIGN
MANUFACTURER ARE ENTITLED TO HAVE THE ITC'S IN*DEPTH ANALYSIS
o OF THE EVIDENCE ON THIS ISSUE BEFORE IT ISSUES ANY REMEDY e

WHATSOEVER

IF THE ITC ISSUES A REMEDY THE MATTER IS REFERRED

TO THE PRESIDENT (§337 (g)). THE PRESIDENT HAS 60 DAYS WITHIN

WHICH TO STUDY THE MATTER, MAKE A NATIONAL POLICY DETERMINATION

" AND VETO THE REMEDY IF”IT'IS IN THE NATIONAL INTEREST_TO DC S50.

THE MATTER IS INITIALLY HANDLED BY THEFPRESIDENT'S SPECIAL TRADE

REPRESENTATIVE IN CONSULTATION WITH THE*#%REOHS“ENTERESTEB
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- THE VARIOUS. INTERESTED: GOVERNMENT. DEPARTMENTS (JUSTICE;
COMMERCE, - STATE; . FTC, ETC::). AND. THE PARTIES' REPRESENTATIVES.
THE REMEDY BECOMES FINAL ON THE:6lst: DAY:UNLESS THE PRESIDENT'S
VETO. PREVIOUSLY. ISSUED; -

-, -ANY PERSON-ADVERSELY AFFECTED. BY AN .ITPC FINAL - ' ="

DETERMINATION MAY APPEAL SUCH DETERMINATION ‘PO THE U.§.
.. COURT .OF CUSTOMS.AND PATENT: APPEALS:(CCPA). -SEE'§337(c)i. *

.THIS COURT WILL TAKE JURISDICTION IN.THE SAME SENSE AS *~ “

APPEALS FROM -UvS. .CUSTOMS: :COURT “AND, ‘IF “THE CCPA" REVERSES"
THE ITC'S FINDING OF :NON-INFRINGEMENT OR:INVALIDITY, "IT MAY-
TURN THE ITC'S. FINDING OF “NO: VIOLATION. INTO' A ‘FINDING OF

VIOLATION. OF .§337.: -SEE STEVENSON viiU.S8.T. T C. ET-AL, 61277+

F.2d .546, (CCPA :1979) ;. AND COMMISSION DETERMINATION AND % *-°

ORDERA¢%VOC?OBER;lSSQi;SKATEBOARDsx3374TAx37:w“

PATENT LICENSING AND A §337 INVESTIGATION

INVESTIGATION BY WAY OF PATENT LICENSE WOULD BE THE SAME AS

SUCEH SETTLEMENT OF A PATENT ACTION IN FEDERAL DISTRICT COUHT.

BUT THTS IS NOT SO - §337 ITSELF AND 19 USC §210 WAXE IT
DISTINCTIVE IN SEVERAL WAYS. o : '
¢ RULE 210 51 PROVIDES. o

“(a) Motlons for termznatlon. Any party

may.- move:at any  time:for an‘order to ..

‘(terminate] an investigation before the o
. Commission,:-to:terminate the -investigation * - -
‘4 to all issues in an investigation in
-regard. to-one-.or. more; but:.notall-of -
" ‘the respondents, or to terminate the
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. HOTION FOR ‘TERMINATION. ~FOR EXAMBLE,

"MENT AGREEMENT PROVIDES PAYMENT OF A %;ROYALTY ON ‘GROSS ‘T.8.

““investigation as to any part of the T T 7
issues in regard to any or all of the
respondents. When a motion for termina-
. tion_ is based, upon, llcenSLng or. other.. .. ...
writtén agreements ‘éntered into bétweén =
... the parties, a copy.of such licensing.
¥ - ot “other "agreements’ ‘shall be included
;_w1th the motion,? e

‘SETTLEMENT IN THE COURTS IS ﬁﬁiMARfoﬁA*MﬁTfER”“%
BETWEEN' TWO PARTIES. =~ HOWEVER, TERMINATION OF & §337 AcTIoN
ALWAYS TNVOLVES & THTRD INDEPENDENT BPARTY, NAMELY, THE =

COMMISSTON ‘ATTORNEY REPRESENTING GOVERNMENTAL AND PUBLIC =~

INTERESTS. | B, OO, WOST REVISM THE PROPOSED SErimaMeNr

AND “UNDERLYING ‘LICENSE ‘AGREEMENT FROM THE BUBLIC INTEREST =
STANDPOINT. IF HE FINDS THE SETTLEMENT TO BE AGAINST THE |

PUﬁEEb‘iﬁ%ERﬁéf“ok”ANfriEoMbéffTiﬁﬁ;'éE”Wfﬂﬁ'b?PbSE“THE‘

IF THE LICENSE SETTLE-

“U'SATES 'FOR THE ‘SAME PATENT LICENSE WHICH U. 5. LICENSER s

MANUFACTURERS ARE PAYING A 10% ‘FOYALTY, THIS AGREEMENT WOULD

TEND TO ‘LIMIT THE" U.S. MANUFACTURER‘S ABILITY TO COMPETE WITH

i ‘INBORTED FRODUCT. 1N THIS EVENT- EVEN IF THE U.s.

COMPLAINANT WANTS TO STOP .ITS EFFORTS, THE COMMISSTON ATTORNEY -
MAY 'PURSUE THE '§337 ‘INVESTIGATION ALoNE.

BUT COMMTSSION OPPOSITION 90 A PATENT LICENSE SETTLEMENT;
AGREEMENT RARELY, IF ‘EVER, OCCURS AND USUALLY THE COMMISSION

ATTORNEY ‘SUPPORTS AND' URGES TERMINATION BECAUSE THE SALE OR S

"USE OF THE PRODUCT WILL BECOME LICENSED UNDER THE U S. PATENT B
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AND FUTURE IMPORTATION WILL INVOLVE NO UNFAIR ACT .OR VIOLATION

OF §337.

BUT SURPRISINGLY; THEEMAﬁfﬁﬁiﬁOﬁs‘ﬁQi:Eﬂﬁ THERE. AFTER

THE JOINT MOTION TO TEEEITATEﬂiSfEEEE; d_TEE;ALjfETgAﬁﬂfTHREE
PARTIES, THE ALJ MUST RECOMMEND TERMINATION AND CERTIFY IT

TO THE FULL COMMISSION. . THE COMMISSION IN EXERCISING ITS
 RESPONSIBILITY TO CONSIDER THE PUBLIC INTEREST, PUBLISHES . ...
NOTICE OF.THﬁ.fROPQSED SETTLEMENT IN THE FEDERAL REGISTER. AND

USUALLY IN THE TRADE PRESS AND INVITES INTERESTED. MEMBERS OF. ..

. _ THE PUBLIC AND TRADE OR INDUSTRIAL GROUPS TO REVIEW THE PROPOSED

SETTLEMENT LICENSE AGREEMENT AND, SUBMIT PERTINENT COMMENTS FOR
ITC CONSIDERATION. . .

PUBLIC INTEREST AND OPPOSITION T0 A LICENSING SETTLEMENT
OF A §337 PATENT ACTION RARELY OCCURS BECAUSE IT. IS WELL RECOGNIZED
TEAT THE LICENSE ITSELF GRANTED BY A PATENTEE CONVERTS THE UNFAIR
TRADE ACTS INTO FAIR ONES AND THEREBY POSTERS MORE FAIR COMPETITON
EOR,THE_PUBLTC-Eoon,_,uEvERTEELEss, IF THERE ARE OTHER U.S.. . ..
LICENSEE MANUFACTURERS, THEY WILL NO DOUBT EXAMINE THE PROPOSED
SETTLEMENT AGREEMENT AND COMPARE THE VARIOUS. CONTRACT PROVISIONS
WITH THEIR OWN. . e o

FORTUNATELY FOR THOSE PARTIES WANTING TO, SETTLE WITHOUT .
| AN ITC FINDING OF WHETHER OR NOT A VIOLATION, (PATENT. INFRINGE-
MENT) OCCURRED, THE, ITC, BEGINNING WITH TWO 1979 CASES?, wow.
RECOGNIZES THAT PATENT SETTLENENT AGREEMENTS REMOVE THE NEED....
FOR THE ITC 70 DECIDE THE VIOLATION.ISSUE. THIS, RECENT DEVELOP-

MENT SHCULD FOSTER MORE SETTLEMENTS OF §337 PATENT ACTIONS.
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WE HAVE LOOKED‘AT THE §337 SETTLEMENT PROCESS FROM THE :

' STANDPOINT OF A PATENTEE WILLING TO LICENSE AND TERMINATE THE_

ACTION. THIS IS NOT ALWAYS THE CASE. SOMETIMES THE PATENTEE

“BELIEVES IT IS NECESARY OR DESIRABLE TO ITS BUSINESS TO AVOID

ONLY A‘LIMITED NUMBER OF COMPANIES.IN_THE

U.S. WHAT POWER THEN DOES THE ITC HAVE TO FORCE THE PATENTEE

70 LICENSE A WILLING FOREIGN MANUFACTURER° WHAT IF THE ITC
BELIEVES IT 15 IN THE PUBLIC GOOD AND MORE COMPETITIVE FOR THAT
POREIGN MANUFACTURER TO HAVE THE LICENSE’ CAN THE ITC IN SOME
WAY COMPEL A LICENSE°.: | ' o 'i
“ALTHOUGH THESE ISSUES BAVE NOT BEEN SERIOUSLY RAISED |
NOR FORMALLY AND DIRECTLY CONSIDERED BY THE ITC, IT 18 CLEAR
TO ME CONGRESS.DID NOT GRANT THE ITC COMPULSORY LICENSING a

POWERS BY WAY OF §337. THE ONLY RECOURSE AVAILABLE TO THE a

ITC IS TO WITHHOLD ISSUANCE OF A REMEDY FOR PUB.IC INTEREST

‘REASONS *_ IF THESE CIRCUMSTANCES DO NOT EXIST, THE ITC HAS ”,

NO RECOURSE BUT TO ISSUE THE REMEDY IF IT FINDS A VIOLATION
- WHERE THE ITC ISSUES THE REMEDY AND, THEREAFTER, THE
PARTIES ENGAGE IN LICENSING, THE ITC, UPON RECEIPT OF PROOF OF

'THE LICENSING AGREEMENT WILL INVITE PUBLIC COMMENT ON THE -

WITHDEAWAL OF THE REMEDYL“ IF THE LICENSE IS NOT AGAINST o

*THE“ONLI‘OTHER.REASON:TOUNITEEOLD”A‘REMEDY'ARISES"WHENNTEEJU
U.S. PATENTEE PRACTICES "PRICE. GOUGING". . SEE LEGISLATIVE

HISTORY, 'TRADE ACT 1974, PUBLIC LAW 93- 618, PAGES 7328 AND
7329,
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i PUBLIC INTEREST AND IS NOT ANTICOMPETITIVE, THE‘REMEDY

LWILL BE WITHDRAWN 13 ....... o
| LET'S RECALL OUR HYPOTHETICAL CASE._ YOUR DIRECTOR ”;
ASKED YOU TWO QUESTIONS FIRST WHAT DOES THE PATENTEE
.tCORPORATION'S COMPLAINT £ THE ITC MEAN?  SECOND, WHAT
LACTION D0 Y0U RECOMMEND FOR YOUR COMPANY° o
| YOU MIGHT ANSWER THE FIRST QUESTION as FOLLOWS
_ eaENTEE CORPORATION HAS. SUED US AND OUR U. s.‘, -
CUSTOMERS BEFORE THE U.S. ITC. THE ITC s LIKE A COURT AND
WILL CONDUCT A TRIAL. BECAUSE CONGRESS WANTS IT TO PROTECT
u.s. INDUSTRY FROM IMPORTED ARTICLES THAT INFRINGE U.S. .
PATENTS  CONGRESS HAS GIVEN THE ITC AUTHORITY 70 ISSUE
POWERFUL ORDERS THAT CAN BLOCK oua PRGDUCT FROM REACHING ..
THE U s. MARKET._ THE r1c WILL IMMEDIATELY ASSIGN A JUDGE

TO TRY THE CASE AND A U S GOVERNMENT ATTORNEY TO PARTICIPATE

ON BEHALF OF THE GOVERNMENT AND THE U S PUBLIC.' i, .
“ THE PATENTEE CORPORATION WILL BEGIN TO TAKE DISCOVERY
’STEPS AGAINST US AND OUR CUSTOMERS AND WILL SEEK TO DISCOVER
JOUR TECHNICAL DOCUMENTS AND BUSINESS INFORMATION SO THAT IT
~CAN PREPARE FOR TRIAL.. THE GOVERNMENT ATTORNEY WILL ALSO iz
SEER INFORMATION FROM US. WE CAN DEFEND THE ACTICN AND DO

fTHE SAME TO THE U. S CORPORATION AND PREPARE“OUR CASE FOR

TRIAL WHICR CAN INCLUDE ALL LEGAL AND EQUITABLE DEFENSES.
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WE DO NOT COOPERATE, WE WILL ‘PROBABLY LOSE AND FACE AN
'EXCLUSION ORDER.
ALL :THIS' MUST HAPPEN VERY FAST- 'BECAUSE THE I7C

PRELIMINARY TRIAL MAY TAKE PLACE IN 3‘MONTHS AND FINAL

THE PATENTEE

TRIAL WILL TAKE PLACE L

CORPORATION MAY WAIVE THE FIRST TRIAL IF HE SO DESIRES.

MANY ITC PATENT ACTIONS”AREZSETTLED BY LICENSING N

UNDER:'THE :PATENT: : THIS:CAN BE: EXPLORED 'AS .WE PREPARE "FOR"

TRIAL. THE ITC WILL STOP THE ACTION WITHOUT DECIDING
(INFRINGEMENT  ONLY. IF ‘WE AND.THE' PATENTEE ‘CORPORATION: AGREE

TOlLICENSE THE GOVERNMENT ATTORNEY WILL PARTICIPATE IN THE

LICENSE NEGOTIATIONljf b USUALLY AGREES TO AND SIGNS THE

LICENSE AGREEMENT BEFORE THE ITC STOPS THE CASE. HE WILL
AGREE UNLESS THE LICENSE IS INHERENTLY DETRIMENTAL TO OTHER

U.5. LICENSEES OR THE U S. PUBLIC.

NOW, THE SECOND QUESTION - WEAT COURSE OF ACTION PO
YOU RECOMMEND FOR ‘YOUR COMPANY? I :LEAVE THAT FOR . YOU :TO::

DECIDE. THANK ¥OU.
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| 7 LFOOTNQTES™

COPY APPEARANCE '~ (STEEL TQY VEHICLES, 337 TA 31; :INSULATED
(TRADE DRESS)  ~CONTAINERS 337 TA 59) '~

- FALSE "LABELING ff(SOLDERVREMOVAL;WICKS}£337tTA?26)ET

REFUSAL TO DEAL (AUDIO EQUIPMENT, 337 T8 7)

' UNFAIR-PRICING-PRACTICES ' (GAME TABLES, 337“TA '34;!  COFFEE

. 337 IA le)

TRADEMARK INFRINGEMENTw(RECLOSABLE PLASTIC BAGS; "337+TA-22)

" POLICY OF PREDITORY PRICING (WELDED...TUBES, 337 TA 29;

SWIMMING POOLS, 337 TA:25)

RESTRAIN TRADE AND ATTEMPT 10 MONOPOLIZE (COLOR 1V SETS,

©337+TA23)~

PALNING OFF (STEEL TOY VEHICLES, 337 TA 31)

- TERRITORIAL ‘RESTRICTIONS ¥ (AUDIO EQUIPMENT; 337 TA 7)

DECEPTIVE ADVERTISING (SQLDER REMOVAL WICKS, 337 TA 26)

FALSE MARKING COUNTRY OF ORIGIN (CERTAIN CERAMIC WALL TILES,
: COMP. FILED 3/29/66)

PATENT INFRINGEMENT - GREATEST NUMBER (IN RE VON CLEMM,
229 F.2d 441)

CONSPIRACY AND ATTEMPT TO BOYCOTT (TRACTOR PARTS, TAR COMM.
PUB., DEC. 1971}

MISAPPROPRIATION OF TRADE SECRETS (COPPER ROD, 337 Ta 52)

v
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2. SEE COMPLAINT FOR.IN.RE CERTAIN ADPPARATUS FOR. -/
. THE CONTINUOUS PRODUCTION OF COPPER ROD, -,
~337 TA 52, FILED APRIL, 1978, .

3., 39, F.2d 247, CCPA 1830, . ..

5. SEE REPORT OF THE COMMITTEE ON IMPORTATION
OF UNPATENTED PRODUCT OF" PATENTBD PROCESS; :
- JOURNAL OF 'PATENT OFFICE -SOCTETY; OCTOBER, 1937,
" VOL. XIX, NO. 10, AND PROTECTION- FOR PROCESS
PATENTS AGAINST IMPORTED GOODS, LEON T. STARK,
NEW YORK UNIVERISTY LAW REVIEW, NOV. 1259,
p. 1254 - 1270.

6. 197 USPQ 472.

7. 28 USC §1400(b) and’§1391 “+' -

8. 35 USC 281.

9. 'HOWEVER, SEE MONOLYTHIC CATALYTIC CONVERTERS,
337 TA 18, ITC ORDER 1SSUED,” DECEMBER 3, 1975,
WHEREIN THE ITC HELD A MERE DOMESTIC SALE BY A
U.S. COMPANY WHO IS NOT AN IMPORTER IS NOT
ENOUGH FOR 'ITC JURISDICTION OVER THE SELLER,
AS A PARTY RESPONDENT. - -

10. 337 TA'29,-ITC Lo

11. IN RE CERTAIN THERMOMETER SHEATH PACKAGES, 205 USPEQ
AT 945, CCPA, 1979; IN RE CERTAIN COMBINATION LOCKS,
205 UsSPQ 1124 at 1127, CCPA, 1979; REUSABLE PLASTIC
BAGS, 337 TA 22, USITC, JANUARY, 1977.

12. 19 CFR.210.12.
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13,

14.

1s.

16,

17.

-18.

| AND. (5). MR. JACK WELCH (GEORGIA DEPT'fOF IND.
AND" TRADE) : :

;3EE [THE: FEDERAL RULES OF -:CIVIL PROCEDURE,

"RULES ;26—37, WHICH GCVERN: DISCOVERY IN..THE - U”S.'a

FEDERAL COURTS. - THE ITC ALJ'S USE THESE RULES
TO GUIDE THEIR OWN DISCOVERY DECISIONS.

IT IS AT THIS COMMISSION SESSION WHEN STATEMENTS
FROM INTERESTED ELECTED OR APPOINTED QFFICIALS
ARE RECEIVED. FOR EXAMPLE, IN. COPPER -ROD, .

337 TA 52, APPEARANCES AND STATEMENTS WERE
RECEIVED ON BEHALF OF (1) U.S. SENATOR S. NUNN,
GECRGIA; «(2).U.S. SEMNATOR H.. .E. TALMADGE, -GEORGIA;
(3, HON._GEORGE D..BUSBEE GOVERNOR, “GEORGIA,;
{4) .U.S,. REPRESENTATIVE NEWT GINGRICH, GEORGIA;

SENATE REPORT (FINANCE COMMITTEE) NO. 93-1298,
CHAPTER 4, P. 7331, NOVEMBER 26, 1974.

APPROXIMATELY ONE YEAR AGO THE ITC ORGANIZED
A COMPLIANCE OFFICE TO ADMINISTER ISSUED:CEASE
AND DESIST ORDERS.

SEE CERTAIN SYNTHETIC GEMSTONES, 337 TA 50,
COMMISSION ORDER AND OPINION, MARCH 20, 1979;
AND, -ALTERNATING. PRESSURE:PADS; 337 TA 48, NOTICE

AJOF TERMINATION, FEBRUARY 3'ﬂ1979

NOTE CERTAIN SURVEYING DEVICES, 337 TA 68,

JULY, 1980, WHERE THE EXCLUSION. ORDER FOR

DEVICES INFRINGING A U.S. PATENT INCLUDES

"EXCEPT WHERE SUCH IMPORTATION IS LICENSED
BY THE OWNER OF SUCH PATENT".: ...
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- ABPENDIX_zmnn,w'

“19.Usc 1337

| UNFAIR PRACTICES IN IMPORT, TRADE - .

_ 'éfmportatlon of artlcles 1nto .the‘;Unlted
,,States, or. . . sale;: by . the _owner; simporter,
r‘con51gnee, or agent of elther, the .effect or: tendency
..of . which 15;,to .destroy..or. _substantially. . Anjure. :an
,,“ndustry, ef iciently. and economically . operated, :in “the
~ -United stateshuophto prevent: :the. establishment of..guch
..an-industry, .or -to.restrain .or monopolize -trade.:.and
commerce. .in:, the United . States, ~are declared :unkawful,
and: when found ,by the Commission: to exist :.shall:be
f.dealt Wlth, in.addition. to. any.other: provxslons of law,
T as: prov1ded in: this. sectlon.- e . 01

. . INVESTIGATION OF VIOLATIONS BY . COMMISSION'
ngIME LIMITS.\‘ The .. Commission;-shall: investigate ::any
- alleged wviolation.. of. this -section- on: complalnt under
...0ath or.. upon. its; 1n1t1at1ve. .Upon commenc1ngfan .ssuch
;:1nvestlgatlon,_ the -Commission .shall. - publish::mnotice
..thereof .in the: .Federal Reglster.; The' .Commission: ‘shall
ﬁ_conclude ' :such -investigation,: :and:.. make:::its
;_determlnatlon under ;;his.vsectionrw at:--the. earliest
:_practlcable tlme,_ but. not . later::than -one:year. - {18
. months: -in. mote : complicated cases): after the’-date~of
:_publ;cgtion .0f, notice:.of v such investigation, ..:The
ilgsi » ubllsh in- the;:Federal:: Reglster its
de51gnat1ng any. 1nvestlgatlon as . aimore
= licate nyestigation,. For -purposes: of the ;one-
-year -.and . l8-month aapﬁtiodSQﬂ;prescribed;3abypkwthis
subsectlon, there shall be excluded any period:.of:time
during which such investigation is suspended because of
proceedings in a court or agency of the United States
o involving. .similar: questions. iconcerning: . the.:subject
{matter of such lnvestlgatlons ERE SRR

. {2) Durlng the course of each lnvestlgatlon
'under thls sectlon, the Comm1551on -shall consultwith,
and seek advice and information from, the Department of
"Health, Education, and Welfare, the  Department of
Justice, the Federal Trade Commission, and such other
departments and agencies as it considers appropriate,
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{3) ' Whenever, ‘'in- the «course of an
investigation under this section, the Commission has
reason to belz.eve, based on information before it, that
a matter, in whole or in part, may come w:.thJ.n the
purview of section 1303 of this title or of part II of
subtitle IV of this chapter, it shall promptly notify
the Secretary of the Treasury so that such action may
be taken as 1s otherwise authorized by such section and
- such Act, - If ‘the. Comm:.ssxon ‘has reason to believe the
s matter »before it is: based solely on alleged acts ‘and
~.effects which are within the purview 'of $gection 1303,
- 1671, or 1673 of this title, it shall terminate, of not
. “ingtitute, any ' investigation into ' the matter. If ‘the
-Commission has ‘reason to" believe the -matter before ‘it
~is -based in part on alleged acts and ‘effects which'are
within the purview of section' 1303, 1671, -or 1673 of
~this":title, and' in part--on -alleged ‘acts’ ‘and -effects
-which '‘may, . independently’ from or ‘in “conjunction with
-.those :within ‘the purview of such section, establish a
.-basis- :for - relief "under - this' -section, then it 'may
institute or continue an investigation’ into the matter.
If the <Lommission notifies the Secretary or the
admlnlster:.ng authorlty {as defined in section 1677(1)
of : this - title)  with  respect:. o a- matter under this
'_--:paragraph, the Commission: may: suspend its 1nvest1gat10n
Aduring - the.time -the '‘matter "is: before’ the Secretary’ or
. administering:. authority ~for  final ‘‘decision. ' - For
srpurposes..of - computing ‘the  l-year or 18—month pericds
i prescribed by this subsectlon, there  shall ‘be excluded
=.Such “period of suspension. ~Any final decigidn of ‘the
- Becretary ‘under section®1303 of this' title or ‘by" the
s administering authority. under section"1671: or 1673 of
:ithis:title with respect “to--the - matter  within' such
w-section” 1303, 1671, or: 1673 0f “thisd" title of: which the
:.Commission ‘has notified the Secretary or' administering
+ authority shall. be “conclusive ‘upon the ‘Commission with
~respect to the issue of' less-than-fair-value 'sales or
:'subsidization’: and... the . matters ‘‘‘necessary - for “such
dec:lsion.

(c) Wm The Commlssz.on shall

determlne, with respect to-each:investigatien éohducted
by it under this section, whether or not there is a
violation of this section. Each determination under
csubsectdion:i(d) or (@) of:this *séction shall “be made on
Lthe record after not:.ce ‘and: pportunlty for a hearlng
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manner . and . . S bject ..t

Sin conformlty w1ch the prov1slons of subchapter II of
'jChapter 5 of .Title' 5.
‘may” be presented in. all- cases.r Any person, adversely
“affected by “a final  det i

" under’ subsection .(d),
“appeal ‘such determlnatlon to. the Unlted States Courtk..of

All legal and equltable defenses

(e), or.(f) of, this section. may

Customs and Patent Appeals. " "Such court shall have
jurisdictlon to review such determination in the same
. the, same lgmltatlons_m

' he Unlted Stat

“articles. should

lflons “as

fCustoms Court.

(d) "EXCLUSION ~OF 'ARTICLES FROM ENTRY. .. If: the

?Comm1551on determines,. as .a result. of an. investigation
“under” this ~section

”fhat there 1is violation of:.this
jsectlon,'lthshall irect . that the'; artlcles concerned,
“imported by any . person v1olat1ng the prov151on of. this

‘section, be excluded from entry . into. the .United States,

‘unless, after ccn51der1ng the effect of .such exclusion

Cupon the publlc . health. "and . welfare, competitive

condltlons in the. Unlted States economy, the -production
‘of ‘like or diréctly. cOmpetltlve articles: in the:.United
jStates, and United Statesaconsumers At flnds that such
’ '"excluded: from. .. ent:
Commission shall'nctlfy he  Secretary o;;the Treasury
of its action undér this ‘subsection directing such
exclusion from entry, -and upon receipt of such notice,
the Secretary shall, . through .the.. proper.:oificers,
frefuse sich centry. .. . e;ﬁ coer miomn o wd

(e) EXCLUSION"CF'”ARTICLES _FROM._ ENTRY. . DURING
INVESTIGATION LEXCEPT UNDER BOND. . If, . during, the course
of an’ 1nvestlgat10n under this. sectlon, the.. Commission
determlnes ‘that ‘there is. reason to. belleve _that.: there
is. & v1olat10n of thlS sectlon, it may direct- that the
artlcles 'ncerned, 1mported by any person w1th respect
‘to whom, there s reagdn to -believe that such- .person..is
v1olat1ng thls ‘secti ,be excluded from: . entry into-ithe
Unlted States,‘unless, .after. con51der1ng -tEhe effect of
such “exclusion apon the publlc. health. .and welfare,
competltlve condltlons 1n _the. United. States ~@CONOmMY 5
the. productlon of like. or’ dlrectly competltlve articles
in the “United States, and Unlted States consumeEss,, ~it
finds that such articles should not be excluded from
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entry. The Commission shall notlfy the Secretary of
> the ’ Treasury of - its”- -actlon “inder’ " th1s' subsectlon
~directing 'such éxc¢lusion” from" entry, “and upon recelpt
- of - such: notice, the Secretary shall, throagh the proper
eofflcers, refuse such “entry;  except: ‘that such articles
;shall -bé ‘entitled -to entry underwbond determlned by the
iCommlsSLon and prescrlbed by th‘_Secretary. o .

(f)(l) CEASE AND DESIST ORDERS; CIVIL PENALTY FOR

“VIOLATTON OF “ORDERS: ' In ‘lieu” of” taklng “action, ‘under
subsection (d) or (e) of ‘this ‘sSsection, the "Commission
may dissue and  cause to be served on any person
violating thlS section, or.. believed.. to. be .violating
“this’'section;  .as- ‘the.-case’ may ‘bey -an’” order dlrectlng
‘such  person’ to" cease “and desist “from engaglng in ‘the
‘unfaip’ methods Y or ‘acts 1nvolved, . unless after
considering the ‘effect of such order ‘upon the publlc
“health  -and™ welfare,: competltlve ‘conditions in the
United -States ‘economy,’ the 'productlon of  1ike~

-dlrectly competltlve ‘articles 'in ‘the Unlted States, and
‘United - States ‘consumers; it flnds that such , order
‘'should not "be issued. The- Commission may "~ at’ any time,
-upon:‘such notice  and‘in su¢ch manner - as “it’ deens - proper,
‘modify or revoke any ‘such order, and, in the case of a
\revocatlon, may- take actlon under subsectlon (d) or;”e)
of thls sectlon, as the case may be. " S

. (2) Any person who v1olates ‘an order"lssued by
the Comm1551on under paragraph (1) after it Has become
final shall forfeit and pay to the United States a
civil penalty for each day on. whlch .an  importation of
.articles,; -or:. thelr -sale, occurs ~1n vrolatlon of. the
order of ‘not more than “the- greater of $10 000 or “the
domestlc ‘Yalue of" the” artlcles ‘entered or sold’ on such
day” in ‘violation of the” order.y Such penalty shall
accrue’ to ‘the: Unlted States and’ may. be recovered for
the “United States: in* a c1v1l actlon brought by the
Commission---in -~ the Federal “pistrict “Court  for . the-
District of- Columbla or for the’ dlstrlct in, Whlch the
‘violation occurs, In such" actlons, ‘the Unlted States
district ‘céuris ~‘may —-issue’ mandatory 1njunct10ns
1ncorporat1ng ‘the” rellef sought by . 'the Commission .as
they deem® approprlate in the enforcement of. such flnal
_orders of the CommlsSLOn.__ 5 R A e el s
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HgI{l) L REFERRAL TO ! PRESIDENT. . If the Commission
determlnes that there 15 a. violation ‘of this~ sectronr
that,” for:rpurposes of+ Subsection: tie)ys T of “this
sectlon, ‘thereiswreasonto belleve that there 1s such
ca v1olat10n, 1t shall-— SRS

o (A) publrsh such determlnatlon iR the
Federal Register, and '

“(B) “transmit to the President a copy of
ﬁsuch detétmination‘and the act1 “taken under
. subsection (dyy- (e¥i or (f) of thigi'section;” ‘with
.~ respect: thereto, -together with- the record upon )
= whlch such determlnatlon 15 based.‘

(2) If, before the close of the 60= day perlod

beglnnlng on - the day ‘after “the day ‘on’which hé redeives
acopy of:isuch determlnatlon, ‘the™ president) for_pollcy

‘reasons; .disapproves’ ‘guch “determination and--notifies

wthe Commission of+his~ dlsapproval,lthen, effective on

‘the. date::of such notice, such': determ1natlon ‘and“the

;ragtion taken ‘under' subseection (d),He},¥or: (f) of ‘this

ssection . with- respect: thereto :shall- have: no force ‘or
effect.

(3)  subject: to' the provisions of . paragraph

i(2), such- determination:: shall, except “for: ‘purposes “of
o-subsection’ (c):vof "-this section, be “effective  upon
Jzpublication:«thereof:: inwthe Federal 'Register, ‘and ‘the
Graction ‘taken Cunder: subsection: (d) ,(e) S ior (£

f*thls
section with respect thereto shall be effectlve ‘as
provided in such subsections, except that artlcles
directed to be'excluded from entry under- subsection’ (d)

. of “this sectionor subject ‘o ‘a dease and- desrst ‘order
.under’ subsection: (£)-of “this section shall be': entltled

to efntry . under: bond * determined: by “the Commission - and
.prescribed:’ by. the Secretary untll such determlnatlon
" becomes final. .

: A4y _'“he Pre51dent doesi not. dlsapprove such
determlnatlon Twi hln such: 60 -day.. iperiod;" if: he

“notlfles the Comm1551on ‘before theclose "of: such perlod

~that he approves such ‘determindtion,- then, “for- purposes
of paragraph "{3)::and: subsection’ {¢)’ ‘of-“fhis: section
»guch ‘determination shall: ‘become - ‘final “on the ‘day” after
~the: close i:of :Such’ period -or::the 'day’ on ‘which the
Presldent motifies: the Comm1551on of hls approval,

7 the: case:may’ be.: e : _ :
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o . (h) . -PERIQD - - OF : - EFFECTIVENESS. ;?Exeept as
"Qprov1ded in subsections  (f) . and-{(g) of: this section,
. ‘any -exclusion . from entry: or order under this -section
.shall continue in. effect .until. the:; Commission.: finds,
and in the case of exclusion .from- centry. notifies the
Secretary of the Treasury, that the conditions which
led to:.such. exclusion - from entry . or order no longer
“exist, oy BESET :

(1) IMPORTATION  BY..OR. FOR. UNITED: STATES. Any
exc1u51on from .entry 'or .order . under :subsection (d),
fe), .or (f) of this: section, . in cases hased:on claims
of United States: letters patent, shall not: apply to any
articles imported by and for the use of the United
States, or imported for, and to be used for, the United

' .-States. . with . ..the.. authorization:.or.:consent of the

;:Government.-. Whenever any‘:erticle.qwould-;have; been
..-exeluded from. entry..or would 'not. -have been entered
.. pursuant: to the .provisions .of ;such subsectzons but: :for
~.the.. operation. of this. subsectlon,. ;patent: owner
:hadversely affected shall ‘be entitled:. to reasonable cand
..entire compensatlon 4n "an. action: before -the : Court: of
..Claims. pursuant: to: the procedures: of: section - 1498 of
Title 28. i

5a {j). DEFINITION OF UNITED STATES. For purposes
1-of thls .section . and- sectlons 1338 :and:~1340.:0f . ‘this
e 1t1e, the term “"United . States" 'means the - customs
f_ter;;tory _Qf the United: States_uasg;defined;fin general
. headnote:. .2 . .0f : the pTariff;wScheduleSn.of~che:eUnited
f,Stath-:ff T A T LT O :;:f;:, s

_Eroc;iNo. 2695, July 4,..1946, 11 FiR& 7517, 60 Stat
;.+352; Aug. 20,‘1958t.Eub L. :85-686, §9{c) (1) 72«8ktat.
- 879; - Jan.- 3, 1975, Pub.L.- 93~-618, Title ITI, §341(a},
‘88 sStat. 2053;..July . .26, 1979,  Pub.L.: 96—39, ‘TFitle I,
"§106(b) (1), Title XI, §1105, 93 Stat. 193, :310. . vovi

coen -§1337a. . IMPORTATION OF - PRODUCTS: (| PRODUCED UNDER
. -PROCESS ‘COVERED.., BY . .CLAIMS OF UNEXPIRED: PATENT. . The
<. importation:.for - use, -sale,..or-.exchange ofi a:product
- made,. produced, . processed, . or: mined. under:.or by means
..0f. -a. process;, covered by, the claims, ‘of .any -unexpired
. valid United States: letters. patent, shall- have: the same
_status for. the:purposes of section:1337:i:.0f this title
-.as the. 1mportat10n of. any: product or:-article covered: by
the claims of any unexpired valid United: States: letters
patent.

July 2, 1940, c. 515 54 sStat. 724.
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oo QUTLINE

There are striking differences. between: a Japanese
and a purely- American-British contract in respect to
+.the . way each.is drafted:and to legal meanings the

contract bears.

On account of these and other factors which I will
elaborate later in my speech, people of this and other
countries very often put on a show of emotion, some-
time comical and sometime tragic, when negotiating for

an agreement.

it seems that our attitude towards a contract is
now and then misconstrued as something puzzling in the

eyes of foreigners.

Now, by drawing your attention to the characteris-
tic features of a Japanese contract and the attitude
of the people towards it with the underlying cultural
and custom background, it is my aim to show you that
the Japanese is not a people who are blunt in their
understanding of a contract and also the fact that the
idea of a contract entertained by people of this

country and America and Britain having different cul-
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“turaland secial ‘backgrounds-différs in naturé in a

varYingudegreegﬁkii@JaL s omioe doncho ooy BT utoimoead ot

anqulptable Prlnc1ples“ I would 11ke to brlng out ----- the

point in the-secénd chapter of my tdlks why:a Japanese
contract goes:further than to end only’in“words. . -/
Relations of trust built.or“implanted amonyg the pédple
concerned through renewal or the continuation of
contracts play a role more significant than what are

written in a contract.

Now, taking up the idea of a Japanese contract and
regarding.it as a reflection or result of a distinective
culture fostered in a long period of time or history,

I will explain to you in the 3rd chapter that a
Japanese contract is the product of the pattern of

behavior of the emoticnal people.

‘As you are aware, American and British people
behave in an intellectual or cool manner and they have
high regard for principle and theory or rules and law;
while the Japanese mode of behavior is emotional and
family-like with strong emphasis laid not only on

personal relationship but also on relations of trust.
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-ﬁFinally, to answer . why,. in-.their: mode. of behawior,
the Americans and British are intellectual; . that:is;-
why they react coolly and the Japanese are emotlonal
or why they react emotlonally, 1et me p01nt to the

hlstorlcal and cllmatlc tralts of each race_ el

s#-In shoxt, . I believe-that the difference in their
attitude-towards  a:.centract~lies nowhere:but in:the::

-very. culture of each country. :i.
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o “eulture “including -art“and-science

17 Tatfoduction

. A brisk exchange program between Japan and: the .

United States is being promoted not only. in the .. . :

political and economic field but also in the sphere

As an indispensable pariner, .it -is .necessary. :that
both countries foster a better understanding of each

imes arise,. such as;

We, in the Japanese Group of the Second Committe

Ofﬁfﬁielébn%éﬁ%i%nfﬁéeléegea féiweﬁ%?pféééhfafign this-

Lyear a theme which" may be of help to‘thewpeople of Uhe

United” stafes to' betterrunderstand Japan “and’ 1ts"r’%

80, beginning with my talks on distinctive,

features of a Japanese contract Whi¢§fw4Q9§QQnP§}lYL:

differs strikingly from that of the United States in

ﬁan?kreéﬁeéﬁé, “Tet 'me” shed’ llght on’ some of ‘the unlque

Efeatures of Japanese thoughts towards a contract that

is, how they thlnk of 1t and of Japanese culture.s“”
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It is extremely difficult, however, to, speak Ont-

such a subject in a comparatively short space of time
and ‘the ‘thought of 'whether T can make myself tUnderstood

1nte111gently ‘troubles me.

It would, therefore, be a great pleasure if the

presentation of my speech today leads you to the better

¢*understand1ng ‘of my country.

2% 'Characteristies’ of Japanese Contract - -

Let me next point out the characteristics of a .

Japanese contract.

| A Japanese contract comes.into effect, uhen two,
mpartles concerned reach a mutual consent that 1s,_for
Vlnstance, When the flrst party offers a grant of a.
license and the second party accepts this Wlth9qu§¥9n
agreeing upon particular conditions of the license or
when a’mitual ‘Gonsént’ is'made only verbally by the

parties concerned. "

. And lf detalls of 4 consent are. amblguous, At is

preted 1n conformlty wrth "the falr and equltable

prlnc1ples“ (L}. To be effective, it is indispensable
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response to each other’s trust.

that a contraét’ is'based on”the principle of mutual -
confidence and” trust betwsen ‘the first and” thé second
partyi  Consequently, it is’a prerequisite that the'

2 parties concernéd have 'mutual “confidénce”and dct ih

VAnd ‘that which “is Idgally ‘duty-bound and regarded

" 4§74 mordl norfi 1§ the &o-called ‘fair-and-equitable °

soprinciples.

That is how the parties concerned build a mutually

‘reliable ‘and ‘closely-knitted ‘cooperative ‘personal and

‘business-relationships which afe ‘oné ‘of the objective

of a contract. These relations arg regulated by ‘the

fair-and-equitable principles.

.0 In ‘consequence, ‘ifidemnification of damages or

?1rescissibnkof’d3conffact”re§ulting*from3afbfeééh'bf“ah

agreement; however minor it may be’" is not-allowed.

A breach of a contract will depend on whether
relations of confidence between the parties concerned

have beénidestroyed or-not. "

A force majeure clause or an arbltration.clause .

is usually not stipulated in a contract which is




sustained by such thoughts as.entertained. by. the
people here. . Instead,.”a.gonsultation-in-good=faith,
clause", such .as the undermentioned provisions is laid

down, without fail in a contract,.namely: . -

"Ihe first and the second party will consult with
;éaCh other in good faith on.matters.not set forth in
thejcpntxact-Ehenever‘pccagiqn calls .for.or ;when doubts
arise as to the interpretation of itemized facts.in the
contract and reach a settlement.“

The .foregoing. clause,. indeed,. ;symbolically repre-
sents what a:Japanese contract really..is,. that is, its

distinctive features.. .

In other words, on1y1gégiéié;'égﬁ;erﬁiﬁénéiﬁiﬁimum
of requirement -in dealings: between .the. parties .concerned
are laid down, in. a: written.contract. .- Articles regarding
rights and duties and,a;dispute which.could develop:in
future between the parties concernéd and its settlements
are héé‘gfipﬁia£éd;i£ éiéénéf;é£:ﬁw R

All these articles are always dealt. /with the so-.
-cailed "consultation-in-good-faith clause" following

the conclusion of a written contract.
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“on top of that, as” ‘a rule, prov151ons of the Civil
Code are adopted in a consultdtion. As & Fesult, ="
detalls of these 1tems are treated 1n the llght of the.

Civil Code and settlement of a dispute is reached w1th

hardly any trouble at all.

.. Qur . Civil Code .is a very thick and handsome volume

congsisting of approxiﬁate;gﬁone,thogaanq‘articres{:a

truly gigantic body of law which stipulates in detail

aid “in ‘conicréte termé provisicns condéfhing déalings,

right's ‘and dities ‘of ‘the pesplé in ‘general.

, Now, U.S. Lawyer Vincent A.. Narcici wrote of ...

Japanese thoughts or attitude towards a contract. (2):.

And I qubte*l "To a Japanese, a bu51ness relatlon—
“Shlp is deflned by much more Lthan, the contents of any:

ertten contract whlch he may have 51gned.ﬂ_ﬂe,yon;gﬁb

.. expect the words of the contract to constitute only a
part of the relationship, and that social, perscnal. and

perhaps even emotional factors will also play a major

role. " He further” expects that the’ relatlonshlp w1ll
be" adjusted and” accommodated in'a Splrlt of ‘mutial e

réasonablenesé and’compromise as it continies over time."

=375 -




Furthermore,, I would like.to show you Dr. Henry

Kissinger's view of Japanese (3):

" Here are sSome of thé essential points of his

“argument.

Americans, according to the former U.S. Secretary
" of ‘§tate] are practical, make much account of actuality,

respect law and “are fond of documents.

. .The Japanese, on.the other hand, are complicated
and delicate. They cope with matter cleverly with
indistinct suggesfion. The Japanese communicate their
intention more by indirect 6fdé¢éfﬁétib éénéiﬁility

than by language. =

* Americans’ are always éfgﬁiﬁgffo féﬁéfine.ﬁﬁét
they commonly ‘own 'because fhéylﬁaﬁé'Bééh”hHGEhg'hefefb—
geneily since the ‘origin of their nation. 6 Americans,
contract’ and' law are very impértant to maintain peace of

"a’ society.

‘{“Qn_the:qontra;y,iqapan,isﬁqpcpuntrylof-ap@extra—.
ordinary unifying force and homogeneity. The Japanese
~do not resort.overly to law, formula.or rule. to mains-.

tain harmony of their community. 7They rely upon good
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humahfrélafionsranarfuii&eoﬁéeﬁt'amaﬁé'feiiow'ﬁéﬁﬁerea

...In Japan,.as I.already mentioned, that which.
06m9é15.th339§fti95't9 reach a. consent. by law is.a

contract.

contract is what legally.binds the parties.to.a mutual
consent oxr agreement thus placing the party concerned
under a legal obllgatlon, llterally bound by a chaln -

Lﬁof law.

Now,.it.seems to me that in so far as fulfilment
of an agreement is concerned, Japanese, British and

American contracts are basically the same.

However, .in Britian and . the United. States,ﬁg
contracts are, guaranteed or, endorsed by legal sanctlon
and peaple are consczous of them as a chaln of law.
.In Japan, on the other hand, it can be said that the
people”a;ejconscious,of a eontract,as‘a sanctiqn of .
social needs, .of relations of mutual confidence or of

iemotlonal factors other than law.:‘

Conseguently, in Britain.and .the United States,.:

rights of one and duties of the other incorporated
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in detail in a contract as what are written in the
.éontract is all there is to it. On the contfary, eﬁen
though a written contract Here ‘contains basic conditions
of deals; rights; dutied and Sther mattérs such as” "

dispute are not written in a contract.

‘A few years égo‘Jépah3ahd“AusEraliaf¢6néluded a

‘long“terin agreement ‘on import 'of ‘Austraiian’ iron’ore.

.. Among other matters, it was agresd at the time
“that when.there were fluctuaﬁions of world'ironﬁg;ebgriées,
either party can revise the agreed pfices upon cdn-
sultation. ‘Howévet; these provisions vere notspecifi-

cally stated”in ths ‘writted agrésient. 77

Subsequently, wofld iron ore prices skyrocketéd.
And in ¢onseéquénce, Australia demanded that the"
“import.pricés bé‘févféed‘upﬁafdfdﬁﬁﬁfbﬁhdé*ofﬁfﬁéif“”
verbal promisés and bedause thé Australian mining
industries ‘wére ‘facing difficulties’ '(This i&; indeed,
an ‘appropriate ‘example of ‘a JéPanéQEJCEnﬁraijlFfl%wq

Dealing with theagﬁfééx_oqﬂphgrﬁéi;-qnd:gqgﬁgééie'
' principles , the Japanese accepted ﬁhe Australian

demand ‘for ‘a hike of iron-ore prices.’
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‘Now;*suppose*the:ciroumstanoeaiwere thefother#way
round. How would Australia have reacted to Japan's
demand if this country had asked for a cut in irom ore-
. Prices on the same:ground-a sharp drop' of intérnational

iron ore prices?

. And immediately afterward;Japah and Australia’
se-eoncluded: another-long~term agreementfthis timeon: T
import"ofFAustralian;sﬁgaﬁ;JmUniike the situation which
I just spoke about when world steel prices skﬁrocketed,

the 1nternatlonal sugar prlces plummeted And sugar

mllls throughout‘the country, suffered a damaglng blow

on account of thls drop and as a result were 1n

jeopardy of belng ru1ned.

;pThere;ﬁWhenfthisHCOUntrysappealedatobAustraliaﬁfor
mzatcut in sugar.-pricés onigrounds:of .their verbal-
promises, Australia did not reply. In so farﬁae‘tﬁe
wordlng of the text of the agreement was concerned it
was not obllgatory for her to comply w1th the Japanese
request And Australla, therefore, decllned even to
hoiéAdlsou551on on the matter w1th 1ts Japanese. )

counterpart.

Thesed. 2. developments, iron:ore snd:sugar, demonstrate
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..how.well.views of the people of .the .2.countries can

vary.:

+:3.::. The Japanese view of .contract-and its background.

It was not because I wanted to f£ind Ffaults with -
the” British or American view of contract:or to:depre-

ciate-the Japanese view: on:agreemént:that: I.introduced

. .to you:instances ofi agreements betWéenéJapan:ande:ni

;;Australia_,_rum

It ] just that I wanted to show you that each
”Tcountry s v1ew is the cultural product of 1ts people
Wlth a long hlstory of 1ts own.r The dlfferences of

views are, therefore, the results of a unlque culture

. ~of ieach .country. ' .And .in .culture, therefore; “there is

no superiority.or:inferiority: :One is:just as good as

the other. .. .7 oigne uon BELoGlianoas

o It is often been cr1t1c1zed that the Japahese.:
.ilack the view or thought of a contract. As I haveﬁ
earller p01nted out, 1t 15 not that the Japanese do

not have the faculty of view or thought of a contract.

. Certainly, they do possess that faculty. But 1t’only

. differs in-nature from:what the- British' and -Americans
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possess. I'm sure you will understand this point, T

..bope you will. . ... . ..

‘Thére are great dlfferences in thought in soc1a1

behavior or conduct or in the technlque of law between

.;the .Japanese.and. British-Americans.beginning with the. . .
question-what is a.contract down to the drafting of. a

written contract and on to. the legal meaning of a

. contract.: ..

,”MThe;e_is,no“deny;pg;that‘theee_qifgerenpegroften

cause frictions in intermational contracts, ... ..

. The British and Americans are: intellectually

sensitive to life attaching great:importance to. -
principle.and rules; while, the Japanese are family-like
and, their mode of behavior. is emotional, laying strong

emphasis on personal relatioms. . .. ...... ..

“1"petBonally think that this différence of mentallty
between the’ Japanese and Brltlsh-Amerlcan pe0p1e ig” o

reflected in their views of contract.: .

Intéllectualism and emotionaliem. =~

_.In the mode of human behavior,. these 2 elements...

are nature which mankind commonly possesses whether
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he be Japanese or American.

I think the Japanese and Americans are no différent
in respect to emotional behavior when they are in a

small group like a family or relative. . ..

‘On a corporate or national’ dimensicn,” the ‘mode of
behaviBr:df'fhé*émefidéné or ‘West Europeans is inte= "
1llectual. " In ‘contrast, ‘emotional feelings always ™

accompany the Japanese on a corporate or national ‘level.

::“V“Whj“fétthéiﬁafféfh:of”%éﬁéﬁiﬁfybf*the'Jépéﬁése

more emotional than the'Westérners? =

Japan 15 & dociety more” homogeneous than many

other countries’ in’ the worldi-racially, linguistically

Ahd chlturally.  And the Tapanese have been tradition=
411y a paddy’ growing race”or people! ‘To’ concertrate
their labour between a ricé‘biéﬁfin@iéh&?ha§ﬁeé£iﬁ§*“”
. gseason, it was necessary that a community had to. be

maintained by a family cooperative relations..
For this and othér' reason’ “it is’ generally said -
that the Japanese can manage themsglves well with

emotionalism in any circumstances because they have

thé confidence in’ the ordinary culture; in the every-
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day mode of behavior of “in' thé coéxistance ‘of ‘a ‘family.
“UBF; Narcei€i-alséholds the same view!

However, according to observation, there are some

shortcomings in this view. The Japanese are not nece-

Ethnically, the Japanese are of a mixed race of Ainu,
‘“% ‘riative Japanése, Morgoloids, natives 'of ‘Koréa and

“'Mongolia, ‘and ‘Polyhesidns. Tinguistically, ‘it is said

tHak “the dialects spoken ‘ih widé areas of Northeastern

“iJdpan’ and Kyushu to the' south ‘even’ today ‘differ more

than they do between the English and Gérian languages.

..Brd, as a rice growing race, both the Chinese. . .

and Koreans are not people of a family-cooperative ..

They are, nevertheless, more

bodyklikeJthe Japanese.

4 wells what( thel)”aré”the  sources’ Of thesé ™ 7

emotibnal” charactéristics of theé Japanese and their -

I recently had an opportunity to come across a
theme"on" Japanese Written by Proféssor Gregoky Clark

of sophia University (43 “ﬁéi&oﬁ“éréﬁa%éfé,?ﬁeﬁigfaﬂ
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.:Bnglish Professor of Economics.

Professor Clark wrote.a theme on .unigue Japanese
after fixing his attention to the way Japanese cobserve
“Value ‘and to the Ghatacteristics of Japanese culture
' ﬁhilé”ﬁﬁrSﬁiﬁé”EESéardhﬂstuéﬁhbfaéﬁé 5épéﬁé§etécdhbﬁy
‘which saw a remarkable growth following Worla war T,
. According to Professor Clark, the West Europeans,
. the Chinese and the Arabs other than the Japanese have

p{p;eseyvggﬂﬁﬁeir:ngpiqnq; identity and racial traits
while xesisting attacks from the outside by .an unknown
_Bumber of enemy, since; thousands, of years... They had:.
come to realize that a family-relations posture of
'attifﬁdgnﬁaétinéaééuété'tozéaﬁé'ﬁifﬂ*tﬁé:Eitﬁéfion.

society began to function according to

as i result,
Ydeology and pEihciples of rules and iaw. Against

this, emotional factors which lay stress on family and
Person%}ﬁr9l§tionﬁ he}dmsway;pvgxlpghgyig; in;a large

circle such as on a corporate or.even on national .

countries such ag one finds in the, continents; ;of:




?
g

Europe, Asia and other parts of the world today and
had been exposed to outside attacks, the Japanese

“would have been an 1nte11ectual people, preserv1ng its

-own 1dent1ty, justlfylng its own superlorlty and laying

empha51s on 1deology and pr1nc1ples 1nclud1ng rules and'

law in order to conV1nce the enemy on one. pretext or

another.

The Westerners, the Indians,jthe Chineseﬂand:the

" Arabs have all displayed excelient“creativitjfin the
':flelds of science, philosophy and law. And all these
i flelds demand an exhaustive and thorough search of

general principle and rules.' Onfthe contrary;_crea—

t1v1ty;1n these fields 1s'what the Japanese are in
need of But what they lack they make up for 1t by

belng expert or good, flrst, at taking in forelgn

cultures with almost no re51stance at all, then
oy B exertiﬁg their owh ingenuity in and adapting them to

.5:§_the climate of;the,eountry.

Meanwhlle, I am of the copinion that extreme in-

% tellectuallsm w1ll undcubtedly result in the adherence

E"“l:o prlnc1p1e to excess and weaken the ‘collective
strength of a society, thus, causing it to lose some

of its flexibility as a nation.
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. The graph shown here is one which Professor. Clark,
..whom.I.earlier. introduced .you, :presented and to which

I added, some-figures.

Accordlng tc the Soc;al Sc;ence of today, the more
.Jlntellectual the unlverse 1s, the faster, the growth
cf the economy of a nation becomes or the greater the

develogmeht;of,a;soqiety;is.-~

Professor Clark changed the dotted llnes to solld

lines in the graph. According to hlm, economlc and

..;»8ocial .developments. of: such :countries.as. those in

Europe,and,Americaq,Chinar~India~and-Islamic\natione:

. :-have. reached the: peak and are now on the decline.: -

‘A primitive tribal society is a totally emotional
community of family.

‘Once” science or'principle enterS'iﬁto'Such a

socrety, the soc1ety deve10ps rapldly untll 1t reaches

a peak at a point of time and then slows down as 1t

I belleve that sc1ence and contract ‘are essentlal

to 5001al and economic development.' Consultatlons on

ﬁﬁa person-to person ba$1s alone are not adequate.'Kﬁht
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'ﬁif”one”trietho"déal*With5affairs”df’a”s0c1et§Tonly
‘with the "instrument of science or ‘théory or principle
or a contract, he will surely run against‘a ‘snag.
Consequently, 1t 15 absolutely necessary, up to a point,
MI thlnk, to appeal to personal relatlons, espec1ally

so 1n a glant enterprlse.

The graph here pointtho'thedneceSSify-Ofmﬁe
‘ Japanese to follow the mode of behav1or 1n a more

nlntellectual manner.

'Now’, I’ think that if ‘the Americans behave enoction-

ally at. least to some degree, their economy will: no

doubt see’ fresh’ and in¢reased vitality and the collects -

ive strength of the American community intensified.

4. Conclusion
I may have drlfted away from the maln course of
my talks. _ '

Now, what I wanted to show You was the baékground

’to the better understandlng of how the Japanese would

VleW a contract based on "fa1r-and~equ1table pr1n01ples
namely, how pe0ple here apprec1ate value and also thelr

hlstorlcal 1nev1tab111ty.

 -388-




fi0 “Both Japan andithe United:States:-bear.a heavy

responsibility to the world at large:in:the:political,
economic and cultural sphere. And the importance of

cooperation. between the 2 economic giants is growing

even more. Both are countries, each having a cultural '

““Héritage of its own entirely different in nature.

Upon recognizing the differences of culture of the

2 nations and in the way their people appreciate value

as they are, I would like to work harder than ever
towards Ffurthering mutual understanding between Japan

and the United States.

In conclusion, I would like to wind up my talks
by saying "deo mo arigate go zai mashita” for lending

me your ears. Thank you, again.,

{Note)

(1) "The pursuit of rights and the performance of
duties must be done truly with faithfulness".
{(Axrt.1l, Sec.2, The Civil_Code)

{2} TMAdvising Japanese Corporation doing busiﬁess with
Americans" (The Businesg lLawyer, Vol.29, No.3)

{3) "The White House Years" by Dr. Henry Kissinger,

published by Little Brown & Co.,.
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+{4). "Dnique.Japanese" by Gregory Clark, published by

o Kodanshas oo
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AT THE OUTSET -1 WANT TO. THANK AND COMPLIMENT THE
JAPANESE GRoup OF PIPA FOR THE SELECTION.OF A MOST INTERESTING
AND PROFOUND TOPIC. [ AM CONFIDENT THAT AS JAPANESE AND
AMERICANS COME TO A BETTER UNDERSTANDING OF THE MEANING AND
FUNCTION OF CDNTRACTS FOR THEIR COUNTERPARTS, COMMERCIAL
RELATIONS WILL OPERATE MORE SMOOTHLY AND THE GOOD WILL THAT

ALREADY EXISTS BETWEEN AMERICAN_'- AND JAPANESE |INILL BE MAINTAINED

AND IMPROVED. To STATE' THE' THESIS: OF ‘MY, CONCLUDING REMARKS,
THE BETTER AMERICANS ACCOMMODATE JAPANESE ATTITUDES TOWARDS
CONTRACTS, AND VICE VERSA, THE BETTER JAPANESE ACCOMMODATE
AMERICAN ATTITUDES TOWARD CONTRACTS, THE STRONGER WILL BE

© THE INTERNATIONAL BRIDGES BETWEEN.OUR. THO COUNTRIES.

FOR MY PART, I'M DELIGHTED TO PERSONALLY HAVE THE
OPPORTUNITY TO PRESENT THE COMPARATIVE VIEW FROM THE AMERICAN
' SIDE AND I AM ESPECIALLY INDEBTED TO [CHIMURA SAN AND SHIROTA
SAN FOR THE EXCELLENT FOUNDATION THEIR PAPER PROVIDES FOR MY
DEPARTURE INTO THIS SUBJECT. ...... -

[ WILL OPEN MY REMARKS WITH SOME, OBSERYATIONS OF
LEGAL PHILOSOPHERS AND JURISTS ON THE DEVELOPMENT OF AMERICAN
CONTRACT LAW. INTERTWINED WILL BE A LIGHT OVERVIEW OF SOME
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OF THE' KEY' PRINCIPLES OF ANERTCAN CONTRACT LA, WiTcH =
[CHIMUR SANAND SHIROTA SAN HAVE CORRECTLY 1DENTIFIED A8

EVOLVING FRoN ENGLISH COMION" LW ORTGING. MY REWARKS WIL(

ALSO'FOCUS ON THE DIFFERENCES' FrROM JAPANESE LAW AD' CONCLUDE

o THCIBENTALLY, T UiKe "Tie ARALGSY OF A” CONTRAGT o

BARRIER. OBVIOUSLY, IF TWO PERSONS ARE' TO BUILD A SINGLE

“IBRTDGE, EACH STARTING FROW OPPOSITE SIDES’OF*THE DIVIDE,
TEY MUST KNOW SOMETHING ABOUT THE PLANS OF THE'OTHER PARTY.

HAERE HE 18 STARTING FROM AND'WHEREHE 15 GOTNG 17 THE'THG
“PLANS ARE 0 HESH To'PROVIDE A NEW PATHWAY FOR COMERCE,

"IN CONTRACTING EXPERTENCE, 1T SOMETIMES OCCURS™:
THAT THE WORD PLANS (CONTRACTS) DO NOT FULLY OR ACCURATELY

REFLECT THE INTENTIONS AND EXPECTATIONS OF THE PARTIES.

" MUTUAL ‘UNDERSTANDING, (MUTUAL ASSENT; MEETING OF THE MINDS,
OR MUTUAL CONSENT) SUBJECTIVELY THEY MAY BE ~ CONTEMPLATING
Eﬁ%fétﬁ??ﬁfﬁ?EEEﬁT“ﬁﬁiﬁéééﬁ*’ﬂﬁéﬁ’fﬁﬁ##ié?6#JCOMMéktE%STARfé
ACROSS SUCH A BRIDGE, REALITY CONFRONTS THE SUBJECTIVE WITH
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INEVITABLE SURPRISE AND DISAPPOINTHENT, . THERE. ARE. A NUNBER
OF POTENTIAL CAUSES FOR SUCH A RESULT.  THE JAPANESE ARE
USUALLY. IN A SECOND LANGUAGE, AND UNDERSTANDABLY. NUANCES  MAY
| BEMISSED. THE ANERICANS, BECAUSE THEY. ARE USUALLY. IN THELR
ébMMU&TéA%Eb %HAN ié THE FACTI PERHAPS MbéT ihpbéTANTL?

VIEWS AS.TO, THE PURPOSE. AND- EFFECT 'OF: A CONTRACT IN. JAPANESE
" AND AMERICAN CULTURES, - (i =i

IV PRACTICE; THE PLANNING EFFORT MAY NOT BE TOTALLY

: .3WASTED,.FOR IT SHOULD BE EASIER FOR AN AMERICAN AND JAPANESE;

EACHgﬁTANDINGLQN JTSTQWNHEART@AL BB;DGE§?“IO{PEEJNEEANDﬂxT
COMMUNICATE WITH EACH.OTHER ABOUT REMAINING. DIFFERENCES. THAT
SEPARATE THEM. BUT THIS IS A DIFFICULT AND PAINFUL PROCESS
o DBTEDLH i AL, S35, FE0F, GOVTRAGTS THAT HAVE WOT
SoRviveD IS STAGE.

S CONSIDERING ICHIMURA S. REMARKS; I HAVE THE . IMPRESSION
_THAT. 1E.A JAPANESE: COURT. WERE. Aéktn TO.CONSTRUE. A MISALIGNED
CONTRAGTUAL  BRIDGE, . IT MIGHT. FINISH THE BRIDGE BY APPLYING

FAIR AND EQUITABLE PRINCIPLES BENDING THE TWO PARTS OF
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“77GF. RECISTON AND RESTITUTION

THE BRIDGE tbétTHERde,éthibE‘A&FUﬂCifdﬁAtfﬁdﬁﬁEééfAL
PATHWAY: - BY ‘WAY:OF CONTRAST, “AN ‘AMERICAN ‘COURT ‘WOULD LIKELY
TELL ‘THE PARTIES TO “TRY AGAIN OR AT MOST RESTGRE THEM TO
THEIR ORIGINAL POSITIONS ON OPPOSITE SIDES OF THE DIVIDE

I

ACCORDING T0 AMERICAN/ENGLISH “FAIR AND EQUITABLE PRINCIPLES__M -

WITHOUT' SUFFICIENT GUIDING
LANGUAGE PROVIDED. BY fHE*PAkTiEs;-1TvW0ULD-N0T-ATTEMPT~T0 :
DEFINE THEIR,RELATIONSHIP, TO IMPOSE ITS WILL WHERE BY
THEORY: THE PARTIES’ COLLECTIVE WELL SHOULD “CONTROL .

o WHY IS THIS:THE:AMERICAN: VIEW? “WHAT?ARE THE

© EXPECTATIONS:OR‘ROLEOF A CONTRACT'IN'THE AMERICAN VIEW?
~ ' WHY.-ARE -“FAIR AND:EQUITABLE  PRINCTPLES"?APPLIED SO DIFFERENTLY

UNDER AMERICAN: CONTRACT LAN? T DON'T KNOW THAT YU HILL
FIND: THESE: QUESTIONS ADEGUATELY.ANSERED' IN-THE 'FOLLOKING
BUT AGPEFULLY: & QUICK REVIEW OF SONE OF'THE'KEY PRINCIPLES
D THETR. PHILOSOPHICAL: CONTEXT. WILL HELP “To' AHPLIFY T
ANERTEAN-CORPARISON: -+ 7201 o o

*:PROCEEDING “DIREGTLY: TO: THE QUESTION OF "WHAT IS A
CONTRACT UNDER THE AMERICAN LEGAL SYSTEM, THE AMERICAN LAW
INSTITUTE'S. RESTATEMENT ‘OF CONTRACTs(l) .DEFINES"A CONTRACT

AS voiu
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. A PROMISE OR SET. OF :PROMISES ;FOR THE BREACH OF .
. WHICH THE LAW: GIVES A-ﬁEMEbQI"darTHE=PE§#6§MANCE
~OF WHICH THE.LAW TN SOME WAY RECOGNIZES AS A
_DUTY S

L w,COMMENTING ON.THE SIGNIFICANCE OF ‘A LEGALLY BINDING
PROMISE,(JUSTICE HOLMES(z) OBSERVED'W

"IN THE.MORAL WORLD.IT MAY:BE THAT THE OBLIGATION

OF A PROMISE IS CONFINED TO WHAT LIES WITHIN THE
‘,MREACH OF THE: WILL:OF PROMISOR: i" 1" % THE CONSEQUENCES
_OF A BINDING: PROMISE AT COMMON :LAW: ARE"NOT' AFFECTED

_.u.: - BY-THE DEGREE OF ‘POMWER: WHICH THE PROMISOR POSSESSES
.+ OVER-THE. PROMISED EVENT:. & . THE ONLY UNIVERSAL'

- CONSEQUENCE:OF A LEGALLY. BINDING PROMISE 1S  THAT"

. THE'LAW MAKES'THE PROMISOR-PAYDAMAGES 1F THE -

+-PROMISED EVENT DOESNOT COME TO'PASS: +* IN: EVERY ..

'CASE IT LEAVES HIM FREE FROM INTERFERENCE UNTIL''
THE TIME FOR FULFILLMENT HAS.GONE BY, AND THEREFORE

»* FREE' TO: BREAK ‘HI S CONTRACT. 1F :HE::CHOOSES" .

-~ FOR*THE :LAW: TO' REQUIRE OTHERWISE:WOULD  BE'TO
MANDATE. INVOLUNTARY SERVITUDE WHICH AMERICAN LAW CAREFULLY:
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THE TIME; NOR USUALLY IN THE FORM; PROMISEDt'

AVOIDS IN THE ULTIMATE INTEREST OF PROTECTING INDIVIDUAL
RIGHTS. THIS DOES NOT MEAN THAT EQUITY MAY NOT REQUIRE
SPECIFIC PERFORMANCE OR THAT SOME RECOGNITION BE GIVEN TO
PARTIAL PERFORMANCE BUT THE COURT S REMEDY DOES NOT COME AT

LIKE “JAPANESE ‘LAW, “AMER1CAN LAW REGUIRES MUTUAL'N“
ASSENT “OF Tag PARTIES TO THE FORMATION OF ENFORCEABLE =~
CONTRACTS, BUT UNDER AMERICAN LAW. GREATER EMPHASIS 1S .PLACED
ON REQUIRING “THE ‘MUTUAL "ASSENT TO BE MANIFESTED OVERTLY BY
ONE. PARTY TO THE OTHER. HILLISTQNIJ) OBSERVED: '

T TiE FUNBAMENTAL BASTS OF CONTRACT TN CoMHON
" LAW ‘IS RELTANCE ON AN OUTWARD ACT (THAT IS, A"
" 'PROMISE). ‘IS 'SHOWN BY:'THE EARLY' DEVELOPMENT OF THE
TR LAW OF CONSIDERATION ‘AS COMPARED WITH THAT OF '

"‘MUTUAL ASSENT 5” A

“*INabfﬁtR?RdRﬁéf”YRE'MEETINE*deTREUMTNﬁé*OF THE
PARTIES 1S PRESUMED FROM OBJECTIVE MANIFESTATIONS OF AGREEMENT,
THTS MAY PARTIALLY EXPLATN WHY AMERTCANS' TEND' To''PUT MORE
WORDS IN THEIR CONTRACTS. IF IT IS NOT WRITTEN, OR OTHERWISE
OVERTLY MANIFESTED, THE COURTS WILL NOT LOOK INTO THE MINDS
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OF THE PARTIES. THus AWERICANS TRY.To ANTICIPATE ALL
 SITUATIONS THAT MAY ARISE DURING THE LIFE OF A CONTRACT. IF
THEY ARE EVER To SEEK THE ALD.OF A COURT.IN PROTECTING THEIR
SARGAIN, THE COURT WUST SEE SOUE WORDS DEALING WITH THE
SUBJECT. THIS 1S NOT TO SAY MANY. TERWS. WAY BE IWPLIED OR
THPGSED AS WE SAY AT "LAW OR IN FACT™ BUT CLEARLY. ANERTCAN
COURTS ARE RELUCTANT .TO ENTER THE RELATIONSHIP-IN AREAS
WHERE THE PARTIES THEMSELVES HAVE NOT PROVIDED GUIDANCE. .-

 KessLer(®) sumirizes THIS FOINT AS FoLLOWS:

"EXCEPT FOR ACCORDING PROTECTION AGAINST FORCE AND
R, T T NG, THE FUNGTION o, COURTS 1O A
| CONTRACTS FOR THE. PARTIES OR TO-STRIKE DOWN OR
- TAMPER, WITH IMPROVIDENT BARGAINS. COURTS HAVE
BT ONLYTOINTERPRET CONTRACTS  MADE BY, THE PARTIES;
THEY DO NOT MAKE THEM,. THIS ATTITUDE IS IN
KEEPING WITH LIBERAL SOCIAL AND MORAL PHILOSOPHY
 ACCORDING TO WHICH. 1T PERTAINS, T0, THE DIGNITY OF
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_ WHENEVER THE OCCASION CALLS FO OR WHEN DOUBTS ARISE AS TO

‘-THE“Pvaféfbﬁ-MENT¥bNEﬁ‘Bf“itHiMUéA"SAN3Aﬂb SHIROTA
SAN AS BEING ‘COMMON TO JAPANESE CONTRACTS. TO THE ‘EFFECT THAT
“THE FIRST AND:THE ‘SECOND PARTY. WILL CONSULT WITH EACH OTHER

N Gbon-#Ai%ﬁvbhfMATTE#éﬁNbT*éEf-Fdhfﬁ@fﬂ THE CONTRACT

THE INTERPRETATION OF: ITEMIZED: FACTS IN'THE: CONTRACT® AND: *
REACH‘A-'SETTLEMENT WOULD LIKELY BE: CONSIDERED ILLUSORY AND
UNENFORCEABLE UNDER. AMERICAN LAW. “As I'VE ALREADY MENTIONED,'
THE EMPHASIS IN: AMERICAN' LAW 18" UPON'THE: “BARGAIN” AS MEASURED
BY OBUECTIVE'WRITTEN' PROMISES, . THIS CONTRASTS WITH THE: ‘"
APPARENTLY SUBJECTIVE ATTITUDE OF JAPANESE COURTS WHICH'
FOCUS™ ON. THE' TOTAL: RELATIONSHIP OF THE'PARTIES' SUBJECTIVE AS
WELL AS OBJECTIVE. * LD NOT WISH To'INTIMATE WHICH APPROACH
“1$BEST, I TWINK WE SHOULD' ACCEPT THE PRACTICAL'PREMISE ™
THAT WHAT® WORKS FbﬁiJAPﬁNESE4f§*ébévaokaHEMEANDEWHATfkbRkS
FOR AMERICANS. IS GOOD FOR THEM, . THE AMERICAN VIEW ON THE
'ROLE‘OF CONTRACTS' 1S WELL' SUMMARIZED BY KESSLER::

#CONTRACTUAL: LIABILITY I'S' PROMISSORY LIABILITY,
“|N' AN “INDUSTRIAL ‘AND COMMERCTAL' ‘SOCTETY, WHERE

" WEALTHYI$® LARGELY MADE: BY “PROMISES; THE: INTEREST

OF SOCIETY AS A WHOLE DEMANDS PROTECTION OF THE
INTEREST OF THE INDIVIDUAL PROMISEE”.
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. - THUS,:'TO :SUMMARIZE: TO THIS POINT; 1T 1S CLEAR THAT
5EERSQNSrHAV1NG'THE;REQULSITE'CAPACIIY*MAYIENTERiiNTQ-BINDING
;coNTﬁAéféI-:lf fé'NEétééAh?J~HdwEVEh}~fHAf~$HEwWiLLé'6# THE
PARTIES. TO- THESE. CONTRACTS. BE: OVERTLY. AND ‘OBJECTIVELY
MANIFESTED. . COURTS' WILL ENFORCE SUCH. PROMISES;. USUALLY BY
_GIVING A REMEDY IN DAMAGES, BUT: THEY' WILL NOT HELP:THE .

PART I ES; . .TQ : ‘D_E F(_I N_E‘_ THE"' :,RE L_A_T I QNS H=I P -:.W 1'1.'.H0 UT *SOME ; 'GU IZDAN CE T

5 - WRILE. ORAL: CONTRACTS MAY : BE. ENFORCEABLE: UNDER

_ AMERICAN LAW; THE.STATUTE OF FRAUDS:BORROWED FROM ENGLISH .
LAW'AND;&NCQRPQRATED@lNTD,THEJLAWS$QF#MOST{STATES'REQUIRESR
mANYfC6N¥hAéTé~EE-iﬁ\Wéf¥iNé AND. SIGNED BY:THE OBLIGATED ..
PARTY: - THIS STATUTE. WHICH WAS:ORIGINALLY ENACTED BY THE
ENGLISH PARLIAMENT IN THE. YEAR 1677, 70 CURTAIL THE FRAUDULENT
ASSERTION.OF CONTRACTS: REQUIRES AN PERTINENT PART THAT:

"NO:ACTION ‘SHALL'BE BROUGHT i .+ UPON: ANY CONTRACT
CTHAT IS NOT TO BE PERFORMED WITHIN THE SPACE OF
. ONE YEAR: FROM: THE MAKING: THEREOF ,- UNLESS THE
. AGREEMENT:UPON-NHICH: SUCH. ACTION: SHALL BE BROUGHT,
. " OR: SOME. MEMORANDUM .OR NOTE: THEREOF : SHALL BE IN
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WRITING AND SIGNED BY. THE-PARTY.TO BE éhARééﬁiF“*”*
. THEREWITH, OR..SOME OTHER PERSON THERE. UNTO BY HIM '
. LAWFULLY :AUTHORIZED”. . . ©

FOLLOWING FROM THE REQUI.'”-“”

T BEIN WRITING, AMERTCAN LAW ‘HAS ‘EVOLVED AN EVIDENTIARY
PRINCIPLE CALLED THE PAROL: EVIDENCE RULE". THIS RULE IS A
PRODUCT. OF CQURT DECISIONS," WHICH YOU' MUST BE WARNED ARE NOT
ALWAYS CONSISTENT INTHEIR ‘APPLICATION OF THE' PRINCIPLE.

THE PAROL EVIDENCE PRINCIPLE MAY. BE GENERALLY STATED AS
FOLLOWS:

©+"HHEN ' THE: TERMS ‘OF ‘A CONTRACT HAVING*BEEN EMBODIED "

- INAWRITING TO:WHICH BOTHPARTIES' HAVE- ASSENTED ="

_ < /AS" A"DEFINITE AND<COMPLETE STATEMENT THEREOF; '
& ‘43000 1 'PAROLY EVIDENCE-OF JANTECEDENT AGREEMENTS, NEGOTIATIONS.
©-AND-UNDERSTANDINGS 1S NOT ADMISSABLE'FOR ‘THE® '

£ PURPOSE OF VARYING.OR CONTRADICTING THE:CONTRACTS.

so emeop1en”, (5)

~THE 'RULE FOLLOWS: FROM THE IDEA ‘OF " INTEGRATION” OF:
THE FULL AGREEMENT BETWEEN'.THE:PARTIES-INTO THE‘WRITTEN: i i
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DOCUMENT. - IN AMERICAN:CONTRACTS YOU WILL'OFTEN FIND AN
" INTEGRATION” CLAUSE, SOMETIMES ENTITLED "ENTIRE AGREEMENT”
BY WHICH THE PARTIES TRY TO ASSURE:APPLICATION'OF THE PAROL

EVIDENCE RULE. . THESE CLAUSES READ SOMETHING LIKE:

| "THIS AGREENENT CONSTITUTES THE ENTIRE UNDERSTANDING
BETWEEN THE. PARTIES. AND SHALL NOT BE MODIFIED T+~
.ANY RESPECT EXCEDT BY FURTHER AGREEMENT IN WRITING
e AND SIGNED BY THE PARTIES HEREUNTO Gt

| IT WOULD BE AN INTERESTING QUESTION IF A CONTRACT "
“TURNED UP WITH BOTH THE JAPANESE "G600D FAITH” CLAUSE AND THE
AMERICAN-" INTEGRATION" CLAUSE.. AN AMERICAN:COURT WOULD
PROBABLYCONCLUDE THAT-THE PARTIES HAD' NEVER' HAD A" !MEETING

OF THEIR MINDS”, BUT-1F:] HEARD-ICHIMURA:SAN CORRECTLY, A
“'JAPANESE-COURT'WQULDPLOOKWALSOaINTO~THE;SUBJEGTIVEHRELATIONEHEP
OF THE PARTIES AND PERHAPS FIND:A BASIS:FOR:A CONTINUING
RELATIONSHIP. .

ONE FACET OF AMERICAN CONTRACT LAW WE SHOULD TAKE
NOTE OF: 1S THE REQUIREMENT OF "CONSIDERATION.: THIS IS AN
INTERESTING SOMETIMES THORNY:LEGAL PREREQUISITE FOR:A _ .t =
LEGALLY ENFORCEABLE CONTRACT. EVOLVING FROM A MERE HISTORICAL
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_FORMALITY; THE DOCTRINE HAS COME TO HAVE SUBSTANCE AS AN
INSTRUMENT OF COURT CONTROL OVER WHAT CONTRACTS ARE TO BE
ENFORCED. FOR SIMILAR CONTROL PURPOSES; AMERICAN COURTS
HAVE EVOLVED DOCTRINES TO GUIDE THEMSELVES IN INTERPRETING _

CONTRACTS.: THESE ‘COURT DEVELOPED DOCTRINES, ALONG WITH THE

‘HWRECENT EXPLoéIDN'IN SOCIAL LEGISLATIONTDIRECTLY IMPACTING ‘
FREEDOM TO CONTRACT, ARE PRODUCING WHAT KESSLER CALLS A IIIIJ
COUNTERCURRENT “To THE FREEDOM oF INDIVIDUAL WILL IN
CONTRACTS: IN EFFECT, “AMERTCAN CONTRACT LAW, ONCE ALMDST

THE SOLE PREROGATIVE OF INDIVIDUALS HAS INCREASINGLY BECOME |

A SOCIAL INSTITUTION: & ¥

‘TRITHAT SOCIETY s PLAYING. THIs MEANS; TO THE o
 PRACTICING “LAWYER OR JUDGE, “THAT" SURROUNDING |
"'CURRENTS ‘OF "THOUGHT MAY" ILLUMINE THE DAILY PROBLEMSI

O oF CONTRAGT LAw. 17 ALso’ WEANS,”

" WONDER ABOUT THE PATHS 'OF HISTORIC DESTINY, THAT
“UWHAT HAPPENS IN LAW COURTS AND LEGISLATURES WITH =~

}
¢
I
i
i
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: RELATION TO CONTRACTS MAY THROW IN BOLD RELIEF THE,A
PROFILES OF OUR SOCIETY AND OUR GENERATIONS Taciera

o THESE OBSERVATIONS COME MOST FORCIBLY INTO PLAY IN.
AREAS OF PUBLIC LAw, SUCH AS THE UNITEO STATES ENVIRONMENTAL;
PUBLIC SAFETY, LABOR, ANTITRUST; TAx, TRADE AND UNFAIR
COMPETITION LAWS. MR DREYFUS DISCUSSED ONE SUCH AREA
EARLIER.” As THESE LAws AND DOCTRINES HAVE EVOLVED IN OUR-

LEGIS: TURESJ ADMINISTRATIV; AGENCIES AND COURTS, THE SPHERE-

IN WHICHITHE WILL OF THE. PARTIES IS, TOTALLY. FREE .TO- DETERMINE.
THE CONTRACTUAL RELATIONSHIP HAS. GROWN SMALLER.. IN NEARLY .. .
- EVERY, ASPECT OF TECHNOLOGY TRANSFER TODAY, THE PARTIES FACE -
LIMITING REGULATION. BY LA, ADMINISTRATIVE FIAT, AND CUSTON.

I SHOULD HASTEN TO ADD THERE IS A POLITICAL VIEW
,GAINING SUPPORT IN THE UNITED STATEs THAT GOVERNMENT INTERFERENCE
IN THE PRIVATE SECTOR HAS GONE TOO FAR. SUCH—ANuATTITUDE IS

REFLECTED FOR TXAMPLE; IN THE SO CALLED SUNSET PROVISIONS

BY ¥ WHICH ADMINISTRATIVE OR REGULATORY AGENCIES, MUST. JUSTIFY

THEIR 1 EXTSTENCE BEFORE. CONGREss I ORDER T, GAIN NEW APPROPRIATIONS
FOR THEIR FUNCTIONS.i NEVERTHELESS, AMER:CANS, Ap 1’ M SURE

| THOSE WHO_ARE QUTSIDE LOOKING IN MUST, EVEN MORE SO,. FIND THE
EXTENT AND RATE OF THE DEVELOPMENT OF THESE IMPINGING LAWS

COMPLEX AND PERPLEXING.
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1N CONCLUDING; ' DON'T THINK THE NATURAL BARRIER
TO CONTRACTUAL ‘BRIDGES BETWEEN AMERICANS AND JAPANESE T8
REALLY AS-wrﬁEtAé*fHE%PAéfFfélOéEANl “AS A PRACTICAL’ MATTER,
AMERTCAN- BUSTNESSMEN“AND THEIR LEGAL ADVISORS UNDERSTAND g

IF THE RELATIONSHIP' 1§ TO'BE REALLY PRODUCTIVE. To'BE SURE,
QUESTIONS WILL' ARISE ABOUT WHAT OUGHT TO BE  ADEQUATE" INCENTIVE
" FOR'THE OTHER" PARTY BUT THERE ARE' FEW TNTERNATIONAL ' BUSINESSES
TODAY. THAT OPERATE. FOR' THE SHORT TERM ALONE: ~ ABOVE ALL,
AMERICANS LIKE JAPANESE, 'PLACE. GREAT IMPORTANCE UPON HONOR

AND INTEGR ITY i

WHILE INDIVIDUAL VARIATIONS'IN APPROACH" ARE
INFINITE; " THERE ARE SOME! GENERAL -PRINCIPLES WHEEH’UNbéﬁth*'ﬂf
THE SUCCESSFUL BUILDING OF 'JAPANESE- AMERféAN CONTRACTUAL "
BRIDGES: - INWTERMS‘OF-ULTIMATEEOBJECTIVES)-I~THINK THE e
PARTIES- SHOULD 'SEEK MUTUALLY - PRACTICAL’ ECONOMIC SOLUTIONS™TO""
BE TEMPERED IN: TMPLEMENTATION WITH CONCEPTS OF ‘EQUITY AND
'FAIRNESS. SOME FALSE STARTS®AND DISAGREEMENTS MAY BE © (7

VENCOUNTERED BUT PATIENCE AND CARE IN COMMUNICATIONS WILL
. HELP" TO~MINIMIZE'THESE. ASUWE: SAYS WHERE. THERE 1S°A WILL, .
THERE OUGHT TO BE A WAY.‘v‘- PoEERT Rl BT TRIFER
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.. WE ARE ALL AWARE -THAT GAMESMANSHIP-I'S OFTEN INVOLVED
IN CONTRACT NEGOTIATIONS. MHILE IT 1S UNREALISTIC :-TO EXPECT"
' TO ELIMINATE THIS.ASPECT OF .THE BARGAINING ‘PROCESS, WE AS . %
ADVISORS CAN.HELP .TO. GUIDE: -THE. NEGOTIATING PROCESS TO A .~
FRUITFUL CONCLUSION. BY. THE -DEVELOPMENT AND APPLICATION OF -
Péb#EéSfdﬂALiéh;;_Aé.phd#tééiowALs;ﬁE}ACCEPT_%HE-PoéiiioN:'
AND. STARTING. PREMISES OF OUR COUNTERPARTS TO CONTRACT ™ i
ﬂtédfiATibNé} HE-RétbéNsz-THAT WE ARE;AS ARE OUR COUNTERPARTS,
PRODUCTS OF .1l STINCT . CULTURES, EACH TO- LTS OWN-JUST AND
RIGHT, WE KNOW THE OTHER TO.BE:TECHNOLOGICALLY. AND LEGALLY: .
' SOPHISTICATED. WHILE EACH OF US PRESENTS AN OBJECTIVE: "~
" FRONT, WE RECOGNIZE TOO THERE 1S A SUBJECTIVE (EMOTIONAL)
SIDE TO THE4NEédfiATiNé‘Phdétéé}.,WHiLE~kEEpiNG:THESE
'CHARACTERISTICS : IN MIND WE. CAN ‘MAINTAIN-THE:DESIRE-AND
ABILITY.TO WORK. TOGETHER. TO EFFECT: OUR COMMON -INTERESTS: A'
WE APPROACH CONTRACTUAL RELATIONSHIPS -FROM-THESE: PERSPECTIVES :
AND WITH OPEN, HONEST AND CONTINUING :DIALOGUE; WAYS WILL BE: -
FOUND TO PLAN AND BUILD STRONG,BRIDGES FOR:PATHWAYS OF =i
COMMERCE BETWEEN OUR.-TWO COUNTRIES: . :-

_ MY COMPLIMENTS AGAIN:TO.OUR GRACTOUS-HOSTS:AND: THE .
OPPORTUNITY. TO PRESENT THESE THOUGHTS, i : =:

THANK YOU.

W. R, NoRmrIs
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Employee's Invention and its License in Japan
. by S
leoshl Kosek1 .

NEC Nlppon Electr;c Co., Ltd.

SUMMARY

In Japan the Patent Law determines the basic’
concept ofiemployee's invention and such-dnvention:is
the prerequlslte for licensing.

This report discusses the concept of employ—
ee's invention as accepted in Japan and the remunera-
. tions paid .for the invention, as well as the relatlon
bétween employee 's ‘invention ‘and’ llcense.‘”

- According to*the wOrk:regulétions or the-
rules for handling the employee's invention, the
employer is entitled to have the right to obtain
patent on the employee's invention assigned to them
from the employee, or to have an exclusive license
granted. On the other hand, the employee has a right
to receive from the employer a reasonable sum as
remuneration. Generally, remunerations are paid upon
filing of applications, their registrations and for
actual profits arising therefrom. Actual mannexr of
payment or amounts paid are determined by the manage-—
ment policy of individual companies.

T shall discuss the above points giving
actual illustrations.
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- for thé licensei™

to- 1ntreduce O

rules’ ¢bficerding patents for the “first tlme

as follow5°

e Malnly on Compensatlon

1: Introductlon

‘Licensing is“a 1itk” in’ “the’ strategy of an

Tmenterprlse ‘while” the’ employee s 1nventlon ‘which is a .

prereqiiisitefor- such 1lcen31ng forms the ‘foundation

preted: accordlng “to” the Japanese Patent ‘Law, and it

sifdnctions-‘asiavlink of “ERE buslness act1V1t1es of

Srddmpanies sy

"employéesifor fthe’ 1nvent10ns they ‘make; but there are
influential- épinions: prevalllng in some'quarters that
-payment ‘of ‘gich d compensation is not necessary.

Companles usually pay compensatlons to the

Tiundetrstand tHat in’ theﬂvnlted States there

is-an - inclination toward: enforcing the compensation

for theémployéd's invention by ‘the law. 7T consider
it most timely, therefore, to be given an opportunity

u'and dlscuss thlS subject of the
enployee"s ‘inventicn. ” -

- 2: Historical Development concernlng Employee 8

s Invention in. Japan

In 1871 th Japanese government enacted o
' . 'This'
marked the first step in the history of JTapanese
Patent Law. It was at this time that the whole

Sreountry was str1v1ng ‘hard “to become a ‘modern state as
ity door: was: ‘opéned to the rest ‘of “the world’ in 1853

by :U. 8+ Commoridore:. ‘Pérry-(the éra of MEl]l Restoratmon)
Since the industries ‘at that ‘time were natlradlly mot
sufficiently developed, only very few number of patent

applicationg were made’ under the regulatlons Whlch I

mentioned just now.

SInt 1909, ‘the Patent’ Law was amended to include

for tha! flrst ‘time- a"provigion concernlng the employ-

ee's invention. The outline of 'the provision read

‘(l) The imven ons made- n the course of the inven-
tor's duties’otr under” contract’ belong to” the employer.

~:409—

e employee s. invention in Japan is 1nter-



..- .Another revision.was made. in-1921 to .the
Patent ‘Law which, radlcally changed the handllng of the
employee's invention. In sum, the revised provision
read; . I

..£1) . .the .invention made by.an.officer of a
“fcompany or its. employee durlng the:course. of
ﬁfhls bu51ness belongs to. the 1nventor as.-a:
‘rule. In this case, the company (the employ—
er) shall have a llcense under the 1nventlon,

,(2) concernlng the 1nvent10n mentloned An
.. the preceding, sectlon, the :company - (employer)
':may have a rlght to. obtaln the patent passed
. .to them under the work regulatlons 0r..a .cont-
._.iract._ In this case,. ‘the. company . (employer)
';‘must pay compensatlon to,theISaid;inventor.

o . -Further amendment .to the .provision concerning
']the em‘ oyee s . 1nventlon was made in 1959, ...It was
ﬂldentlcal in 1ts prlnc1ple to the law,.of - 1921" e

The law concernlng the e_ployee S: 1nventlon
whlch is effective today has carrled .over . the Spilrit
cof the law of 1959.

3: Fﬁﬁééﬁéhtél“bbﬁéebt of Employe'is Inventlon in the

Prevalllng Japanese Patent Taw

(l) Re Japanese_satent Law, Artlcle 35,:f3mployeeﬂs
Inventlon e w ST e

. . Artlcle 35 of the Patent Law stlpulates rules
';about the employee's 1nventlon.f They. make. adjustments
jof the. interests of the employer -and. -the- employee
concernlng the employee 8. invention o ST

. The employee s lnventlon 15 deflnedzso'as ko
satlsfy follow1ng conditions, y ceid Eenemir i

¢..ta) .. The nature of the invention. is such that
it belongs to the, -Scope. of the, bu51ness of
L_the employer 1nvolved e E e :

() The activities which lead toimaklné of
. ..-the invention.belongs. to. the: present:or the
X upast scoPe of duties of the employee, etc.
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4 as employed by the employer.

The above condltlons are rather w1dely inter-

:”preted-ln Japan._,,

‘f Generally 1n the Japanese companles, not only
the researchers who ‘are given a spe01flc research theme
but also the employees of all the sections are expected

npumber: of cases are-recognized
‘as belng the 1nvent10ns made in the course of their
dutles. Japanese court holds the same v1ew ~{Please
seé Attachment 1.}, e . Y

. _ The term”"past" as used'ln "the present or
the” past ‘scope of dutles“ means: the tlme before the
employée transferred té a différent. section: within the
same company. The time before an employee relocates

. himself to, another .company . is.not applicable. Since
“most” of the Japanésé companies follow ;the ;employments

for-life system, there are hardly any cases where the
matter has.been, formally contested at .the.court: This
is- qulte dlfferent from the United .States where .you
have many decxslons on the tralllng clause.g-

) 1 would” now llke to. dlscuss the concepts of
'ywlnventlons other”than the employee g3 1nvent10n.

{1L) (a) Inventlon in Serv1ce.' The 1nventlon falllng
.. within the scope of the business of the .employer
- Other than the | employee 'S 1nventlonr In practice
] _WOuld be dlfflcult to. determlne whether. an
”1nvent10n 15 .an employee 5 1nventlon or: . an :inven-—
tion " in Serv1ce, 50 that the employer is, usually
informed and the approval cobtained as in the case
. of the employee's invention.-. : :

(b) Free Invention: Those inventions not falling
within the scope of the. business: . 0f the employer.

(2)
I shall now discuss the rights and'license-of the
wemployer and the employee concernlng the employ—
“Lee 8 inventlon ; . :

o

Employer: By the contract with the éﬁﬁicyéé or
by the work regulations, the employer may have
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the right to obtain patent passed to them from the

employee or have the éxclusive licensé granted to

them. - However, if such a contract or work regu-

lation does 'not” exist, the' said 1nvent10n belongs

to the inventor. When the inventor 'obtains a

patent, the employee shall have a non-exclusive
“1icense undér the sald patent.y Thls 15 called.
-"Shop nght 1n U S A - i

."Employee- The" employee shall have the 1nherent
“right to” obtain patent  in respect of’ the employ-
“de's invention as-a rule.' However, when the. . |
‘employee passes the said right.to obtaln patent
to the employer or he must grant an éxclusive

license thereunder because of the contract or the

work’ regulatlons, ‘he must do ‘so. ‘The employee,‘
»*"however, 'has & rlght to recelve a reasonable
Hrcon51deratlon.'*:“*

‘T shall now discuss 'easohsffor*the:proyiSions

1> just mentloned.

Y{a) The employer offers fac1llt1es, materlals, etc.‘
" reguired for -the- pursuance of the employee's .
duties, pays the employee his’ salary and contri-
" butes to the completion of the invention. In the
“coursé of ‘performing his dutles for the industry,
““the employee ‘absorbs knowledge’ and obtains in-
formata.on for completlng the 1nvent10n. :

(b)%ﬂWhlle the employer’ contrlbutes in’the’ way ‘T just

i rtevoted, the employee is “the- pexrson who dctually
~“completes’ “+he - 1nvent1on, and - the 1nventlon ‘is
'Usubstantlally ‘“the’ result of the employee s
'”1ntellectual creatlve act1v1t1es.‘

The court shows its v1ews ‘on this polnt as
shown 1n Attachment 2. .

'-41 —Actual Sltuat1on ‘Prevailing in the Japanese'ﬁ
Industry Concernlng_Employee s Invention .

(1) gWork Regulatlons e
vyiiiThere are two' general rulés whlch,provlde for
passing in advance the employee's 1nventlon from
the employee to the employer.
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'f(l) ‘Work Regulatlons'°” S
" {2) Rules’ for Handllng of Employee s. Inventlon

VI_shall flrst take up. (l) Work Regulatlons.

o q 1te ba51c rules which
“stipulate the general ‘donditions of work to be
conducted by employees, and they may be called
a kind of labor contract. Accordlngly, these

between the employer and the- labor unlon.' The
court's view.on the .work rules 15 glven 1n
Attachment 3. . ‘

.80 long as these work regulatlons contaln a
prov151on about the employee § invention which
stlpulates that an employee must’ assigh in. ad-
vance. to the. employer the” rlght to obtain” patent,
the. employee. can not refuse the" aSSLgnment of
gtich a right.

United States differs from Jeéaﬁfih”tﬂexpoiﬁt
_that the, dlsposal of. the emp10yee 5 1nventlon is

{2} Rules for Handling of Employee's Invention =~
' The rules concernlng handllng of employee s

; “invol 1ng ‘the employ—
] T 1nvent10n from the employer to’ the’ employee
'“In the usual case,_these rules comprlse the

- ollow1ng.‘,"

{a) DPefinition ,of employee's invention
{b) - Definition’ of employee (1nclud1ng offlcer)
(c) " "Report and fecognition of the employea's "
_,N“'.Jlnventlon and other Anventions . P
“{dy “"ObYigation ‘to assrgn the rlgh fto obtaln"”

.,,_”Hemployer
{¢) ~Procédurés for the report
(£) Remuneratlon to the employ
(g) Others

d the assignment

Accordlng to the survey conducted in 1979 by
Japan Institute of Invention & Innovation, 418
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companles (or 73%) out _of the 371 manufacturing
. .companies in Japan have said’ rules, whlle 153
“{or 23%) do not have such rules., ”

' Of”the'COmpaniés which’ 8aid that” they have
.ﬁ:such rules, .listed the follow1ng as being subject
© "to the regulatlons concernlng ‘the employee s
“1nvent10n. : i e

“.1;;:Off1cer - 31 companres 798)”

ﬂ‘2i“.Superv1sory ”406 o o _(97%);

 Uposition U v v ‘

3. Researcher- ST a07 ""j'ﬂ;%y(97%)g

4, (eneral clerical 350 T3y
staff .

(90%) .
L(56%) ]
“(6ag)

4::5;” Factory'worker
;fLG,;'Cou cil

;7;”‘N0n~regular__ Lt
"B, | Part—time¥’ ST ¢33
‘90 'others” ", eR).

53 Remuneratlon

the employer._

. ) In the actual praotlce, the management pOll—
ciles of the “company ‘involved would decide the manner
and the amount of’ remuneratlon.u But "the’ usual practice
“ig ‘topay’ ‘g’ certaln amount QFf remuneratlons when the
appllcatlon i filéd, is registérad, and/or dccrues
some actual proflts. (Please refer to Attachmert 4.)

. Follow1ng are the results of the survey
conducted by Japan Patent A55001at10n“1n 1977._

(a)H;Remuneratlon pald at the tlme the appllcatlon is
“flled or lald open.'j;; : .

_Type of Industry P Average Amount

“Metals & machlnerles S . s
Electricity & machlnerles
Chemicals

(288 respondents)
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-wremuneratlo

Vrecz.eves .

!
;
A
I

(b) Remuneration paid at ‘the time the ‘appiication “is
_publlshed or reglstered . .

_Type of Industry : ”Aﬁéfage”Améunﬁ*

Metals & machineries == ¥10,300
st Electricity & machlnerles" S ¥6, 500
“-Chemicals’ - : Hhes ¥10 000

It is also usual for the employer to pay the

Crremdiierationiforithé - Hetiidl-achievdmentswhen-the

employer practices the invention involved,’ and/or
receives the fee for a license to a third party. The
amount anhd ‘the’ manner determlnlng the’ amoint to be'
paid” vary radlcally dependlng on ‘the’ 1nd1v1dual com-

" 'pany. ‘Generally speaking, 'some companies set the

upper limit on the amount t6 be’paid, while the' others
do not set any limit. Personally, I think that setting
the upper limit to the ‘remiineration might be construed
as v1olat1ng Artlcle 35 of the Patent Law. The recent

gh :
would be extremely dlfflcult to evaluate the actual
achievement made by- any one right.. This" poses a

'future problem 1n paylng the remuneratlon based on the

actual proflts

On the ‘other hand, there ig" A leadlng oplnlon
prevalllng in Japan that there is no need for paylng
The*ratlonale glven for thls oplnlon is

thlS. SRR
"For an employee whose duty at work is to ) )
conduct’ research “making” an” 1nventlon 1s ‘quite natural.

Since ‘he''is paid-wages  for such a work,; there 15 no
need- to»pay - remaneration’ separately W

In such a company, DO remuneration is paid.
Instead, they seem-to 'pay ‘coénsiderations in-such a way
that his businéss achievements-are suff1c1ently reflec-
ted on the speed of his promotion“and on'the bonus he

6y System of Remuneratlon w1th1n the Japanese

Government

Theté are. two kinds of refiierations for any
employee inventions assigned to the state by ‘the
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(1)

{2)

. government public officials..

Remuneration upon registration: To'be'pai& when
the patent issues.

Remuneratlon upon llcen91ng. To be pald when the
state makes any income by operatlon or . dlsposal
of such a right.

The amounts prov1ded for the above remunera-

tlons are S

i(l)t

7;:

Remuneratlon for reglstratlon. ¥6,000. per: one-
xrlght.. Provided, . however,. if one. rlght covers-
_ more than: 2. 1nventlons, addltlonal ¥3, 000 1s pald
ln respect of one 1nvent10n.:

f'Remuneratlon for practlce

j.:Incomerof.the.state ;_E;_Remuneiatidn paid
- Below. ¥300,000 :
':.Amount exceedlng

the .income x, 30/100
i —~ ¥300,000).x

‘¥300,6000. G L 20/100 + ¥90,000..
 Amount” exceedlng ,“:3“‘(actual 1nc0me ¥500 000)
500,000 7 x 10/100 #, ¥130 000 s,
Amount exceeding (actual income- ¥l 000,
%1, 000 000, . e .~:=00 % 5/100 + ¥180 000

Income of the state 1S the sum accrueng from

" "the said invention for the period starting on:

January 1 and endlng on December 31 every year{

Prov1ded however, there is an upper limit.-

"set on’ the total sum. Of the remuneratlon for-

reglstratlon ang. the remuneratlon for. practlce
in the follow1ng Way. ...

"The sum of remuneratlon for reglstratlon and

i_that for- llcense to be pald to one off1c1al EIEE
":should .not exceed: ¥2,000,000." - ‘

However, as I mentioned earlier, setfiﬁé'éﬁch
an_upper limit may.be held as V1olat1ng Ar 1cle
35 0f the Patent Law.

Relation between Employee s Invention.and
Llcen51ng ; . TR o
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Following two instances are conceivabl: E
concerning the employee's 1nvent10n and llcenSlng '”

1) When the inventor grants a 11cense for hlS 1nvent—
w1 don: Eo: an enterprlse'“
i--.In-the ‘case where’ no wotrk: regulatlons Fo¥ Hrules

concerning handling: of enployes’s. invention exist,
there i8:not necessarlly a need: for aniinventoxn

-tﬁ“‘aSSJ.gu his-inventionrto—thas cuulpany.-' y:-Yelolohais
=-1thenﬂﬂmpanyﬁabsolutely_requ&xesgthe—-—_nmfﬂfgﬁﬁ;»——_

g
Ry
i

nventlon ‘made’ on: service (including employee's
Anvention):or free: invention;: the:company must
»satisfy Itself: by having a license from: the. :
inventor, while the inventor receives a reasonable
remuneration. In most of the enterprises, the
remuneration paid is a set: amount: with an’ upper.’
limit and this is most certainly to be held as
h-v1olat1ng Artlcle 35 of the Japanese Patent Law.

'2) gWhen the company grants A llcense to ax thlrd party:

When: we: examihe! theiindividiual:cases 'wheré’ the

o rémuaneration’ istpaids torthe: inventor: for:a license
granted by the company to a third partyj:ithére
are; 1) +this is included and treated equal as
when the company practices the invention, 2)
although limited to a few examples, the two cases
are distinctively distinguished from each other,
and 3) exceptional cases where no remuneration is
paid to the inventor even when. the license. is
granted te a third party.

The recent trend in the licensing practice is
guite complex as where the cross licenses are involved.
I would say that the inventor should be given a reason-
able reason if he is to receive no remuneration for the
license granted to a third party on his invention.
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Attachment NO.”lfw‘

Tokyo DlStrlCt Court 1963-

“The case Where the act whlch. led to maklng an
sinvention:belongs.tosthe :duties. of .the inventor
. -is.not to-be: limited:to:the: instance:-where he had
+been- specifically: ordered. by:-the company to:make
owdan:invention,:. or where-he had been given: a concrete
project; but it should:-be interpreted as.including
= the:case where the contemplative activities which
~brought about: the:completion:of thei:dinvention were
expected ofwtheyemployeexjudgingﬂfrom the: result."

Tokyo ngh Court 1967

w"An 1nvent10n made by a: person occupylng an post
of an officer in charge of technical matters of a
-, company: should-be: considered as:an-act:falling
swithin . the scope:of:the:official duties. even:
owithout: an order or: 1nstruct10n to make such an
:lnventlon ] Los . L
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Attachment No. 2

Tokyoe District Court, 1959:

SL5 ol the ‘cadse whHeré: the studv concernlng the
“invention “had ‘Beesr - conslgned,_the wadges therefor
 paid, the materials and the mechanical facilities

'*”requlred ‘for ‘theé régearch ¢fféréd, ‘dnd the expenses

‘4ror HURTTTEFY dsfg“p i Tenployer may il a
*%patant appllcatmon for tHex 1nventl‘n jOlntly even

_ concerning the rlght to the 1nvent10n made by the
*J”employee.—i :
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Attachment No. 3

Supreme Court, 1965:

"The work-regulations Whlch provide..the definite
. .form ef.the.labor .conditions -have. a. character of
ioibeing a klnd of .social.norm, : And so .long as they
~provide . the: reasonable condltlons for the. labor,
‘there accrues.a.legal: blndlng force assumlng that
.- there.exists.a laber practlce between the employee
- :and the employer. - : : . :

'Accordlngly, so long as the content of the work
regulations remain reascnable, the employees can
not reject the content of the regulations irres-
pective of the fact that whether individual employ-
ee is well aware of the content or not or whether
the employees individually agreed to these
regulations or not."
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Attachment No 4

_Examples of Remuneratlons.

‘Company A

Remuneration. paid upon filing;

PEEERHE TappIidation = TUE3 000
Utility model appllcatlon ¥1,500
De51gn appllcatlon i]‘”wi ¥1,500

Rémuhération Pald upon reglstratlon,

Patent Pl oielio el ,f ¥ 4,000
Utlllty model ¥2,000
Degign : ) el ¥2,000

Remuneration 'paidiupon ‘actual 'profits: (for:5 years)

Ui Maximum %,Nd’upper limit
-7 Minimum : ¥10,000
Remuneration is pald even for cross

licenses.
Company B Tnrn LA
Inventlon for whlch no: appllcatlon ‘has been filed;
i) Wi sk, R i #1,000
Remuneratlon pald upon flllng, ‘
Patent - ' . ¥3,000
Utility model S demrosl ¥3,000

wrRemuneration paid upon registratiom;

:Pdtent g fn g
Utlllty model Y N ¥5,000 or ¥3,000

Remunera jon for company S JOWIL use (for 1l year):

+ Maximum
Mlnlmum

Remuneratlon for~
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'Company c

Maximum ¢« ¥300,000;
Minimuam o ¥6 000

As a rule, 3% of the llcense fee is pald.
Remuneration is paid for cross_llcenses.

Remuneratlon pa;d upon flllng,

Remuneration paid upon registration;

Patent appllcatlon {wﬁ'
-Utility model appllcatlon) ¥4,000 +
.:Design -application: . ; aaiy %3, 0000

None

- Remuneration: paid upon - actual profits; ...

Compahz ﬁ

_¥ Minimum

Maximum

Remuneration paid upon filing;

-‘Patent application: s 26,000 0r less
Utlllty model appllcatlon ¥3,000 or less

De51gn appllcatlon ¥2,000 or less

R

Remuneratlon pald upon reglstratlon,

Patent ’ﬁ{wﬁ—f. i ¥9,000 or less
Utlllty model ¥4,500 or less
Design : fonnihy namey v Dy ¥2,;50000r less

Remuneratlon pald upon actual proflts,

“:3rd c¢lass

Special class R No upper llmlt
Tilstickass vt ok - E300:;,000::

2nd class ¥150,000
o o ¥50,000

To be paid upon 5th'year ffom the pub-

; rldcation::date -and ;5th:iyear «from;the
registration date.
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EMPLOYER-EMPLOYEE INDUSTRIAL

PROPERTY RIGHTS IN THE

UNTTED ST TES .

“““ﬁﬁ“béhég’ﬁ““Fféaéfiék'5A%tofﬁey"“”

~international. Patent. Section, Patent .Department::
" Eastman Kodak Company

[

.4Presented at The Pacific Industrial Property»‘hn.
- Assoclation, Eleventh Congress,. Tokyo,-Japan : .
~ October 23, 1980

[
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EMPLOYER-EMPLOYEE INDUSTRIAL PROPERTY RIGHTS IN

THE UNITED STATES

The United States has no statutory counterpart to
Article 35 of the Japanese Patent Law. The respective
rights, with regard to industrial property, of the employer
and the employee in the Unlited States are determined by
prior express agreement or contract or in the absence of
such, by court-made law . -

Firstly, let us consider the situation where there 1s
no employment contract. The rights of the respective parties

vary with the facts. The most common factual Situation 1ls

whereithe.: employee is a‘technical person who is employed to
carry out research and development work in the employer 5
work place. Even in the absence of an employment contract
prov1d1ng for industrial property rights, where the employee
is employed to invent titles £ inventions made by the
employee belong to the employer, Where the express purpose
of the employment is to use the inventive facilities of the
'employer to exercise the employee's inventive faculties for
the employer's benefit, it 1s eclear cut law 1n the United
States that-there is an implied agreement to assign any
inventiOn made by the employee to the employer--in the
absence of an express contractualsarrangement to the contrary.
With regard to an employee who 1s not specifically hired
to-invent, and there i1s no employment contract protiding for

industrial property rights, the employer may or may not

obtain 1ndustr1a1 property rights depending upon the facts.

Generally speaking, if the employee developed an invention
during working hours, and utllized the employer's facilities

and materials, certain patent rights flow to the employer

—424-—




with' regard to any irivention made. In"Such a’'fastual: gltias
tion} thé employer would obtaln an' irrévocable; nron-éxclusive,
nonitréHSféfable;éfréefiicense touse”the siibjeet -matter 87
any patent that the éﬁpibyee“may acqulre¥1”ln3the United’

atesmthismismcommonlymrefexredmtomas a rahop w1ahf“

Shop right ‘is an’ equitable right “Ehats the ‘employers:
obtains’” For a‘Shoo“right*tO-EXiStltherefmust‘be an’ foneen

employer—employee  relationship. " The® right that:flowsite =~

_ the empléyer’ 1s honiexélusive. 'The title to.the patent’ - -

rests in" the employee and he-may license-such right’ to third
parties. “Thus, shop rights are not:always desirablé to an =
empléyéflég*hé does ﬁoﬁ{ﬁaﬁé‘exéihSivitj; “Under the? shop: "
righ%“coﬁceoéﬁin the’ United’ States, thé employer:is not:

obliged to compensate or pay royaltles to the employee vl

inventor, theré being no''statutoryior common law requiring

slich,  “A7shop Pight’is’pers6nal’ to’ the employer.and its:. -
Eﬁﬁﬁof”be‘trethéfred‘bf“licenéed'tb*a‘thirdiperty:by the .
employer. ‘The* courts, however, have held that’ shop rights::
pass to successor organizations of the- employer.~~'

- Briéf mention might be made~ of the history of: shop

“right in the' United States- to-1llustrates that 1t is.a’ long

standing’ Goncept” in U8l jurisprudence.- As early as:1825
(this’being’ very” early” 1n" U S. judicial history) ‘the concept

of shop rights Was" acknowledged An Pennock yoiDialogue oo

(19°F. Casi“171,°EiD.%Pa. 1825)." In’ this early. U S case

:an irrevocable ‘royalty” free license flowed to the” employer

for ah employee s“invention’ mide- in ‘the'‘tourse of his employ-

U ment However, in the: penriock ‘case,”ohe’ oft the eriteria:
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for the shop.right.was that the invention be made public .
.prior.to.the employer's.use, This.requirement. for prior. ..
public disclosure to-obtain a shop right.was dropped.ln.a ..
In- summary,-"shop. right" is.an equitable right which .
compensqﬁegwthegemployerLror his;cop}pipgtipnlpq the employee'’s
invention; and is. created. by operation. of. law. An employer-
employee. relationship, and:development.of the inventipn dur-
ing hpursigfsemploymeht~at‘the employer.!s expense. are, condl-
tdions which are-requisites for a shop right. . Of course,..
even 1f an-employer-has.a shop.right to an.invention, such
would-not. preclude the: employee-inventor from granting to. .
the employer.greater rignts, ipcluding full title to the .
invént dom, v Lol wn e “
a7 Arrelationship-of employer-employee .per se does.not. .
create:a shop;r;gh;;forgall;1nventionsimageiby the. employee.

If the invention was:made: by:the. emp'l:oye:e.“afg-f his. own.expense

and; away- from, the:work place, itwiﬁgquiEEJGQ?gr;FhaP;F?E;v;u
employee has all rights:in: .any:;:inc‘fﬁ._nfﬁ‘_i.f?,r} :that. he might. make——
in the-absence:of-an express;agr8¢mentgt§ the: contrary,
iron There; of course,:are numerous. hybrid. factual.situatlons
whiéhﬂhéfﬁ bgen¢rgsolvedwbmy§p¢rcouft§;asuFO;W??Ph?r,DF;QQE:
¢yéishop rightfisﬂinVOlE?QA;LFQPg?xamP;ep.49-09359a§é:tPef{~‘“
employee- conceived:an dnvention. at: :1.191'.!:!..er,;}, showed 1t.to hls ..
employer,:and subsequently used the employer's: facilitles.to
make: the: device. on.the employer's.time,. In this instarce it

-was;held by the court.that: 2.shop right did exist. What. .

“about ‘the noniex1sterice of & direct. employeremployee relation- -

ship as in the case of an employee of a foreign subsidlary
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working teriporarily intHé V.8, and not included on’the U.iS.
companyﬂsipay~rollai'wniIe5there\aréundﬁcaéeS”directlytin~'

point, the-idourts could very well find:that there’ can be ro

sshop ‘right “flowing tothe U.S. Memployer™ because of ‘the -

-lack-of-anemployer—enployee-relaticHshl pi-The—-CoUrts-have

also held that if an-employment contract provides fop:i si::
roydlties “to -an ‘employee ‘for  Inveritions, ‘tHere can be ho.
shop'right, 'the employee having title to'‘the dhventison. @ -

' ”'Mdsﬁ*U{S:'éoﬁpaniésﬂUtflIzefwritteﬁ*émpicyef:eﬁpldyééhi
agreement’s to' ¢larify ‘the rights - of the respective’ partiesy
U.S. ‘court’s aféﬁféIuctant5tdfiﬁp1yfan*agréehent‘on?thé‘péft?
of ‘dn ‘employee ‘to ‘Axsign patert rights to an employeri, an.
express agreement of such usually béing required. “ There /i .
i's no ‘statutory provision in the Unlted States against’

empIoyer-employee agreements ‘dealing with: ownership of “. .-

3
H
t
!
:
1

‘Present o' Future-industrial property rights, ~oeTiE i

7 Generally,” employercemployee contracts conterhing

~industridl’ property: matters provide for an ‘agreement  to

assign future 1nVentioﬁsLméde*duringltheQGOuréeibfTémplo?;;k
ment?ﬁ~%ﬁ0hfﬁontr&ctsﬂé?éﬁétriétiyiédnstrued*by?thé*cﬁ&rts;
The ‘field ‘or “Subject: matter of' such contracts: must be wiuis
restrieted %bvwhatf1%mrea§6hab1y*hébessar§iforvthé protection
of the ‘employer's businessy ~Employer-employee contracts:
conté{ﬁihgrprbviéioﬁsféktéﬁding‘beyoﬁd:thestermiﬁation:ofif"

an employment  ("hold<ovér" c¢lauses) have been hé&ld:to. be' i:i

enforceable” and- not’ an'ufireasonable restralnt-'of tPade for

inventlons  ¢one¢eived’ during the:employmént- and baséd ont "

the ‘employer's”confidential” Anformation.” Hold-overselalses’

in employment contracts are enforceable only_if they
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jcqn,st__i__t_ut,e,_ a;-reasonable: and Justifiable restriction on ‘the:
: 'righ_t s-of. an -employee -to. work . in his. profession for ‘sub-.--
sequent..employers.: The legitimate purpose ofi-hold-over .- .
clauses is to preventl-the-_‘;employee from -approepriating to -his
own. use~or.-to .the use-of. subsequent: ‘employers lnventions -- -
relating:-to,: and. stemming from, work.done. for his previous
employer. . Hold-over .clauses must. be.-l1imited to.reasonable
times, .and: to. . subject: matter Whichgtheugmployeegworked;on or
had:-knowledge of during his employment,...Such agreements to
assign: future: lnventions vest in-the-empleyer an eguitable
right in: the employee's inventlons. . Asslgnment. of suech -
-Anventlons; to. the: employer -can:'be .enforced 4in .court by.an- .
action.for specific performance... .-

The  U.S. statutes. provide for .recording assignments éﬂ
- title to patents in the U.5. Patent.and. Trademark Office... .
The assignment must- be recorded within three.months, from .its
date or.prior.to a:subsequent .assignment to.a -third party
for valuable-consideration.without.notice of the, pnior assign-
ment- to-be valid against.such a.third party..
oMy~ employer; Eastman Kodak Company,:uses.an employee. . .
agreemen#rwhigh~includas:pnovisibns“th@trtbenemplOXEG:willg
;hﬁSSiSﬁNFQ Kodak -all: his. rlght,: title-and Interest dn. all. . .
inventions,.dlscoverles, improyements, and: copyrightable..
subject. matter.in his field: of employment.which he makes . .
during, or:within: two.years.after termination; of, his ...
employment, - Such: an: employee agreement:1is signed by . all....

Kodak:employees:, whether: they.be hired for research.and .. ..

“development, that is, hired bo invent, o merely for general
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employment. ‘When an employee makes an invention, he executes
an ‘assignment for that particular invention at the time a'“
patent application is prepared for filing. *The inventor .

is notufurther”COmpensated“'aIthough“atione time Kédak

B inclides tHe. following provision

ccuuered"thewtpken con51oeration 01 $i UO to the inventor -

'Tupon the execution of an’ assignment

Eastman Kodak Gompany also’ has ‘a suggestion system

improving the company 5 operation.” Generally, Submitted

suggestions are not of a paténtable'nature ‘ﬁﬁdé%‘thé
suggestion system, Kodak employees submit their suggestions
on a prepared form which includes the conditions under which
the’suggestion 1s accepted“ﬁy the campésy.‘ The' suggestion'

form is signed by “the individual making the suggestion and

b "We invite any suggestions from Kodak employees which
e may benefit the Company and its people : We w1ll c
'winvestigate and report to the suggester any such
"suggestions and according to “our established
i.:"Dolicy Hrid Withid our discretion “ W11 make awards'”LJ
“for adopted suggestions “Phe decision of the el
“eompany respecting awards ‘sha11 be Final. all
:'quggestions become the property of Eastman Kodak o
'”Company when submitted":"' . e T
The suggestion system is popular among employees.”. -
as there is at least a nominal remuneration for most suggest-
lons, Awards for suggestions range from a few dollars up—”

ward to several thousand dollars. A recent suggester was o
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~awarded $50,000 for a suggestion relating to the. packaging
'dof new cameras;.‘Kodak sells cameras in boxed kits which
include in addition to the camera batteries, a roll or .
photographic film ang a_flash_unit._“Asﬁbatteries,and_n,:
Photographic £ilm often deteriorate with tine, and as there
is oftenxa suhstantial period.of time between the production
of the camera and the marketing of the camera kit the
suggester suggested that fresh film and batteries not be:
addEd to the packaged boxcd kit until just prior to ship-—,
ment to“dealers. ,AS.PQt?dA~th;s;wa§ worth $50,000 to the
suggester. o
o I might add as a postscript that to my. knowledge :lw
“Eastman Kodak Company has not had . major difficulties with..
either its employee 5 agreement or. its suggestion s),rstem.,‘_‘i
We did have two incidents that I am familiar with that

might be of interest where we did have minor difficulties

in executing patent assignments and U 3. patent a.pplications.
the invention but refused to sign the U S patent application
papers as he questioned the ,pa,t;e.ntabil._ity, :O_f the claimed
subject;matter.l The patent application'was filed in the name
of Eastman Kodak Company as. assignee under the provisions

of U.S. patent laws (35 U S. C 118) without the inventor s
signature. After several claimslnere_allowed py‘the”U.S.
Patent Office, the reluctant inventor agreed to be an. .

inventor. In the second instance, the inventor died and the

widow, acting on behalf of the estate of the inventor

““refused to execute the necessary assignment and"U.s. appli-; B

cation papers. The widow of the inventor would give no
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reason, for her refusal. After a lengthy discussion with

. -the widow, I ultimately ferreted out her reason for not

“:signing. Shée was needlessly concerned over summer employ-

ment for her son, and she readily agreed to.sign all the

necessary-papers-wien—she-was-reassured that her somn would
have summer empldyment at Kodék. -

In viéw of the ‘shortnéss of time allowed for this
presentation, I have generslized and over~simplified .the
present subject. A thorough trestment of this subject
should also take inte 2ccount specific relevant statutes

in each state of the United States.
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SUMMARY

As an effective means of utilizing patent rights, establishing Patent
Management Association { Verein ohne Rechtsfdhigkeit; Association

hairing no capacity to enjoy rights in terms of the Civil Law ) is thé

: {
.
g

most convenient one and main issues are as follows
the patent owner assigns his rights to the Association, .. ... -

the Association opens its. door. to.everybody who desires to obtain-an

license,

if anyone executes the license agreement for the paterit fight concerning

relevant technology and becomes a licensee and obtains the approval of
the officers' meeting in the Association, he automatically gets the

membership of the Assoclation, . . .. ..

the licensee of the member of the Association has to pay _l_):oﬂ_i_.er;t\rqnce :

and annual membership. fees,

some poi"tion of the fee paid by its m-embers would be applied to the

consideration for assignment of patent rights,

the other of the said fee would be applied to working expenses of the Associ-—

ation,

technical improvements provided by its members are to be licensed
equally to the members with payment of consideration for their assign-

ment.’

1 had to give full consideration not to violate the Anti-trust Act,
especially to two points ; first is establishment of the Association, second
is fair treatment between licensor and licensee in the " grant-back "

clause of license agreement.

Clearing atl these critical points including the said two ones, this method
is believed to be effectively useful particularly in the field of fierce

struggle-for existence such as the plastics processing industry in Japan.
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- Good morning. I am Kou Kunieda, serving as Chairmari'of'thie'No. 2/

Committee.with Bill. Norris of Dow Chemical Co.. ;i Lot wot

I"ébn‘sulféd B’i'ﬂ ah‘d*' ‘6b’té"i'ﬁ-éa?‘his'éoﬁéﬁfrénée 6:'1'-thé"-égéhda'fbr‘ihis‘i

J qpanesemslde-twtakeﬂupmlssues pecuhar" to-J+ apan “and-atso- ‘of deep

1nterest to my Amerlcan ﬁ‘lends .

.The 5ubJect I am now gomg Lo r eport on 15 based on my own expemence

in actual busmess and rep .esents an example under tbe legal system

characterlstlc of J apa.n.

As you know', the exerc15e of patent rlghts and t}xe regulatlons of the

Ann—truﬁt Act to secure free compeutlon always adJom each other 50

that we are careful not to be 1n conﬂlct w1th the Antl trust Actm_

My frame of mmd is hke that of a football player carrylng a ball for .

touchdown“ bemg c reful of not havm the re ; "_blow the wh‘ _tle of

"off51de" br "unsportsmanshlp conduct" o

To make this project rela’ring to a patent map,ag_e_m‘en_t;_assoqia.tign A
successiul one, 1 continuously paid close attention so as not to run
counter o the Antl trust Act during the period of several menths from
the planning stage to attainment of the final objective of the project.
Even so, by, no means. did I;engage in.any. evasion‘ ofthedaw.- The:fact is

that I con51dered a plan to ac:hleve the max1mum and effectwe utlllza—

tlon of mciustrlal property w1th1n lawful llmlts from the v1ewpomt of i

the Antl trust Act. o
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1: . Background. ..:.
The Japanese plastics processing industry can be’ said to represent
‘a melting pot of ,exce.ssi_ve, competition. . Consequently, Jdispute.s,..con,—,

- cerning industrial property are.a dally occurrence in Japan. . What

together in the areas of techmcal development and sales promotlon :
'mw‘whﬂe aumng at ex1stence and development of the relevant plastm '

processors represented real free compet1t1on.

The majorlty of the companles 1n the plastlcs processmg 1ndustry

comprlse minor’ enterpr.tses and because of. compllcatmns 1n the past

of the struggle for ex1sten e, even 1f mdust_rlal property owners

make the1r appearance in th15 mdustry, the processors a.re u.nable 7 '

and determme thelr busmess'actlons. Hence 1t 1s normal for the ‘
processors to make sub_]ectwe Judgments on matters 1nc1uswe of

specific ‘emotional issues. '

< A Proposal s o
Under the real state of affalrs_wst mentioﬁed,“l was consulted on a
- method to effectively-utilize patent rights’ held by their ownérs.™
'As a result of checkmg on the processors (:oncerned I found that
some of them were maJor enterprlses (our competltors) and whxch"-
have their names listed in the plastics processing mdustry.
Therefore, all the prooessors cannot be treated equally as minor
enterprisers. To be more precise, it is not possible to handle them
within a legal system that aims at fostering and developing minor

enterprises.

Accordingly, in consequence of examining an effective means of .
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ut1hz1ng patent rlghts prlmarlly, I ascertamed whether the owners

“of rlghts had any 1ntent1on of as:.lgmng thelI‘ r1ghts to any thlrd

rparty in order to 1solate as much as poss1b1e personal connectlons, ‘

and hostlle relat1ons at tnat, among the processors m th1s 1ndustry.

In mv 1n1t1a1 exoerlence I Was turned down bv the [o)

]
4
!
o

T recommiended the establishment 6f 4 patent management as§ociation

I was compelled to pr0ceed w1th my concept on the bas1s of the‘

intentions of these owners of rlghts. _ Therefore I unavotdably made

it fundamental to have: the. owner of the I‘lghts grant alicensd. inl

rownen's: consent .

':As for my ‘own 1dea I had wanted past comphcatlons to be cast astde in

"“all cases’ and to have the owners a551gn thelr rlghts to thlrd parttes in

'order to seek effecttve uuhzatlon of them. )

Although I i:rlecl to convince these owners. that this: method would also:

benefit them after all, I was unsuccessful in my first experiences ..

. to the gwners of the rights. And T also recommended that they assign

their rights to this asscciation’ (a-body ‘of persons) and-entrust to'it '

the subsequent maintenance’ and licensing of these rights: -They immedi-

-ately agreed to my recommendation.

" 3. Basic Concept of Patent _Management Association...

Defmltlon of Patent Manaqement Assomatlon o ;.

Patent Management Assocmtwn means an assoc1at1on which, has as its
ob_]ectwes by havmg any owner of mclustrlal property assign rights:
thereto or grant 11censes to it, the grant of 11censes or-sublicenses io’
th1rd partles for relevant technology covered by the scope of claims of
the said rights and possession of a_t_ltho_rlty to receive consrderatl_ons‘_-‘

therefor together with the maintenance of sai_d_righ_ts Iand‘elir'nination .
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of any mfrmgement of such rights. Although thls assoc1at10n 1s
granted the statu.sw of .a.corporation as an assoc1at10n havmg no capa(:l—
: ty to enJoy rlghts the lacl\ of 1ts 1ncorporat10n does not h1nder in any
way 1ts ex1stence and actlmty as an assocmtmn havmg bylaws to y
estabhsh a representatlve body, the h1ghest demsmn—makmg organ

) :a.nd orga.mzatlonal structure. Nothmg 1s stlpulated 1n the Japanese

C1v11 Law t_onoernmg tlu.‘:, kmd UI db&()(.ldt.lu]’l.

Subject to the existence of a provision for. a a representative or ad- i :

of association as having "the capac1ty to be a party torasuit:(a plaintiff
or a defenda.nt)" (the capac1ty of bemg a party) , whlle in terms of the

tax laws s, 1 e., Sect.lon 3 of the ’\Iatlonal Tax Collectlon Act Sectlon 2,

El\o 8 of the Corporatlon Ta:-c Law Sect n 19 of the Local Taxes Act and

Section 2, Paragraph 1, No. 8 of the Incomé Tax Law deem thls assoc:1—
atién as'a ‘eorpoTation ‘and’ stlpulate it'as 1iable t& taxatmn. Further,
Section 10 6f the Complamts ‘Hgainst Admmlstratwe Acts Inqulrles Act
authorizes an association to. appeal in its:name whileiSection 6 of the:
,Patent Law also authorizes-an association to:make arequest-for exami-
nation of an application,. file an opposition to: the grantiofa- paténtyi i’
; i, demand a trial éi,l.d- a retrial against.a final-and conclusivestrial deci<

sion, all in its name. R T TS P N

There is no way but to make an interpretation with the provisions of the

above-mentioned spécial laws as 1éads.

In this connection, either.a nonproﬁt corporate Jurldlcal person ‘ora-

juridical- person ‘éstablished for proflt is recogmzed by the’ C1v11 Law A

- as'an association; sa that any orga.mza ‘which ¢ does’ not fall under
either ‘éne and has an intermediate’ objectwe may not be mcorporated
‘unless it goes by the special laws. ThlS is sunply proof that the o

J apanese Tawslag’ behind those of other countrles w1th T espect to

_regllations covéring organizations. T
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There is 2 line of thinking that if an association is not constituted as
an ';seociation having no capacity to enjoy rights, then it is consti-
tuted as an association in terms of the Civil Law. .In the latter case,
however, the individuality of ‘each constituent member is reflected

strongly and the consent of each member is requ1red for entry into or

withdrawal from an assoc1at10n.

This was not adoptedé because it fails*—to:conferm to the present aim of
unrestricted entry 1nto or. withdrawal from the organization and having |

it continue to exist even 1f the members change.

Spemflcally, the Patent Vlanagement Assoc1at10n would open doors to

. 11cen;,e granta of relevant technology to any one desxrmg same and by

approving membership in: 'th.lS Assocmtxon on condition of execution

of a license agreement w1th it,.the Patent Management Association has
seen to it that "pnfatr;rest;rfamt,o_f itrade’and "unfa:.r method of trade”

which are prohii:ited by tli:e:Ant-i,Ttr_ust :Act, are not coerced.

Figi-1 'illustrates the ba’Sic concept“'cff"tﬁié’-' Pafént Managemeiit AEESE

ation and I w111 contmue with my explanatlon accorchng to this figure.

Relationship between the patent owner: and Patent Managementk ;
Association” :

The patent a551gnment agreement to'be’ executed 'between these iwo

partles w111 be apphed to this relationship.

‘In th1s 1nsta.nce I w1ll explain basad on an actual example of assngn—-

ment of rlghts.
The language of the agreement on assignment of rights is that of the
normal form.

A point that poses g problem. pe_lj_e;in.prae_tical work is to specify the
scope of industrial property that satisfies conditions required and’
sufficient for practising the relevant technology which is at issue at

present. To this end, it was necessary for me to spend considerable



i, Figeili: o+ The ‘Basic Concept of The Patérit -M’anaQemeﬁt‘Assb‘c‘iatilén
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time i discussions’ withiexeeutives in the plastics processing indigtry

“having interests, not'to mention industrial property owners: In'such a

case, it is required as the next step when the object of the assignment

. has been specified, to thoroughly examine whether or not there is any

.1egal defect in the said object coming info existence and remaining. as

industrial.property. . This is because even if the Patent Management.

Association is inaugurated upon mutual agreement of the interested,

.parties and it is made to possess rights, should the Tights be subject-

ed to subsequent attacks such.as opposition by third parties, demand

for a trlal for mvalld.lty., etc and be nulhfled the mterests woulc! get

comphcated mstead.
In"addition, what was nést difficult in practical work was the determi-
nation’of the ‘consideration for assignment of Tights. it i§'a matter of

cotirse-that ‘interests of the owner of rights riin’ counter to those of the

party desiring to'be granted a license. Thére is also & close Felation—

ship to the substance’ ard fiumber of cases 'of the' industrisl property
that i the object of the assignment as mentioned PFEVioﬁSIYf- At would
be well to establish the amount of the consideration which will not, be

an unreasonable burden for the hcensee, gzvmg con51derat10n to the

size of the market covered by the relevant technology. Although thls is

-an-abstract expressmn, ‘it is difficult to-come up ‘with ariything bétter.

Wlth respect to the con51derat10n payable by the Patent Management

Assoclatlon to the owner of the rlghts I adopted a method whereby a

‘portion of the efitrance fee to the ‘Agsociation and aniial ‘membership
- feg 'payablé to the Patent Managerient Association by its: members who

-are licensees would be: applled to the consideration. ™

'Any one 1ntend1ng to manufacture products usmg the relevant tech.nolo—

VIgy *md sell them may become an Assoc1at10r1 member by' executlng a

license agreement w1th the Assomatlon and becommg a hcensee.

In this instance, he would be required {o pay a prescribed entrance
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~fee.. Part of this entrance fee would be applied to working expenses.

.of the’ Patent‘,Management Association with some other ;portton,l‘applied
.. to-the consideration: for assignment of. rights ae-;stat,_‘e_d-ear.lie_xj . .
““Also, the Association members are reqiired to pay an annual mermiber-
" ship fee to the Patent Mahagément Association:’ Part of this member-
‘ship fée is fo bé applied to the upkeep and working ekpenses of the
Association while the remainder will be applied to running royalties
‘that are’a consideration for infistrial property. “Fwill touch upon “the
‘riethod of determmmg the annudl membershlp fee' 1ater. e

lRelatlcn:hlp between the Patent Management Assoc1at10n and 1ts
members {licensees) i

i-As-already mentioned, :the;relat_,ions_.l?,etw ee_n:.these-- two parties are.
e-;;‘.—fleSW.?.S::tQ .ths'im;a_,_l_lcense iqr; th..e m_c,lust_nal property t.hat _ha,s‘be.et}_--
...assigned to the Association by the owner «of the rights thereto, and the
license agreement is applied to this relationship.. . ...

Y The expressmn ‘Of this ljcense agreement prowsmn is generally of a

‘nornal’ form. ‘
. I will give/some e);pla;latien of certain Speeial points.

.One is the.provision on the consideration: . As mentjoned previously,
the consu:leratlon has been dec1ded upon m the form of entrance and

annual membersmp fees for the Patent Management ASSOClatlon. )

- The entrance fee for the Association.is not-made:ariz=equa1. amount,, but

sa differential has-be_en_;rcir-eated’acc_or_ding .to the businésa magnttude,of
its members, for example, capitalization, ;_;jl_ﬁmb_ertofl, employees and
lannual sales proceeds. Especmlly, 1t 1s requlslte to treat small— scale
enterprlses by takmg 1nto account thelr Solvency in order to seek the

contmued ex1stence of the Assoc1at10n.

TR T A g B T A g
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The method of payment of the armual membershtp ;fee is set up as

follows 7

F1rst1y, prtor to the start of each f1nanc1a1 Vear each member company

of the Patent \/Ianaqement Assoc1at1on reoorts to 1t the Droductlon o

volunme for-thefirraneiat year in quesuon oDEsel on Lks Dusm.ess pla.n IOI'

any product for w';”ch the relevant technology is. used and the 1nventory
in the precedmg year. The Assoo1at10n (actual work 1s handled by the

secretarlat) does not place any 11m1tat10ns o these reportecl flgu_res .

Each Assomatlon member pays to the ASSOCI&T.IOI’I hlS annual member—
Shlp fee W'hJ.Ch correSponds to hlS reported flgu.res. In .exchange for.
payment of the annual membershlp fee, the Assoc1at1on member is .
g1ven receipts which he pastes to each of h1.~_. product. Also, by pre—
sentmg ‘any Uuntised rece1pts to the Assoc1at10n at the end of the B

financial year in questlon the Assoc1at1on mernber is able to get a

refund:of the amount corresponding to the paid portioniof-his annual™

cmembership:fee.i o o L RTINS,

““Conversely, in case of & ahortage of the upkeep and workmg expenses

of the Patent Management Assoc1atlon, it has been arranged as a matter

of course to collect an extcaordma_ry membershlp fee from the members
to be applled to the shortage smce the Assoc1at10n whlch has charge of
the’ management of 1ndustrlal property for the common beneflt of 1ts

memberb, ‘has no Gther means of der1v1ng any 1ncome- T

Further m‘akmg a thorough study of the dlstmctweness oi the relevant
mdustry, 1f the types of products should be multlfarlous i'or ewcarnple, '
1t would be necessary to estabhsh the amount of the annual member-
Shlp fee correapondmg to such products in order to operate the Patent

Management Assomatlon 1n a manner f1tt1ng in w1th the realltles -

As regards consideration,. an-alteration of its amount following changes’

in circumstances was stipulated as a special point. The reason ‘for ‘this
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is that smce the effectlve term of the 1ndustr1a1 property mvolved 15

15 years from now, it could be ant1c1pated that should there be any

change in economic and other c1rcumsta.nc:es the cont1nuat1on of -
:‘payment of the’ COIlSldeI‘a't].Ol'l with 1ts amount and method unchanged

would not fl‘t in with the actial cond1t10ns R

‘_:What c:ould be antlclpatecl is that as, a result of an unusual mcrease

7 ‘._1n the quantlty of products manufactured and sold usmg the relevant
“technology, the Assoc1atlon members (11censees) would ask for a
“reductlon of the annual membershlp fee correspondlng to the runnmg

" “Foyalty portion when ‘the amount of the ru.rmmg royalty pa1d by the o

members in the form of the annual membershlp fee through the '

rAssoc:laT_ton has largely exceeded the forecast. B

A prowsmn whlch is a d.tstmctlve one next to that on cons1derat10n

has to do \ﬂth the handlmg of techmcal 1mprovements.

. As stated earlier, I succeeded in convincing the owners of rights ‘and
by obtaining the consent -of those concerned in the plastics processing
‘ 1ndustry, I had these OWners prov1de to the Patent Management Associ-
Vatlon all 1ndustr'ml propertv satlsfymg cond1t1ons requIte and suf-
‘_ .lf1c1ent to practlce the relevant technology. At that tlme I made
arrangements so that m return for the owners of rlghts prov:chng
thelr mdustr1a1 property, the. Assoc1at10n members bemg 11censees
of these rlghts would, in case the mtroductmn of any new product on
the market competmg w1th a conventlonal licensed product could be
B ant1c1pated a551gn for a consuderatlon to the Patent Management
: Assoo1at1on upon the resolutlon of its offzcers meetmg ’ ‘new tech— ‘
hology developed by them gomg beyond the confmes of 1mprovements
1n terrns of the Patent Law not to mention teohnlcal 1mprovements :
made relatmg to the relevant technology after mauguranon of the ‘

-Association; ‘with these to be licensed equally to the Association




In this’ case/the Patent Mariagem ent-Asgociation will ‘make:payments.
of consideration:for assignments:to those’ Association members ‘who "
have provided technical improvemernts and on'such sécasiony atten=’
tion'ivill ‘be paid to reimbursement of expenses incurred in the'develop-

ment of these improvements.

“Consideration:was given-to ensure-that:both the:licensor and licenseée
Lwould not receive’stbstantially unfairtreatmént to prévent the grart— -

« back provision of the license agreement from violating ‘the - Anti-trust

\'Also to prevent any patent pool, partlcularly any package 11cense based

on a closed patent pool from bemg created the mdustnal property to be
assigned to the Patent Management Association has been 11m1ted to that
which is requls.lte and suff1c1ent to practlce relevant techmology and the
Association will stnctly avo1d 11cens1ng unnecessary rlghts collectn ely

with the industrial property. .

, ment,

' :As referred to at the begmmng, flI'St of all an end has been put to futlle"""""""'
. lawsuits ih the plast;.cs proceesmg 1ndustry in wh1oh patent dlsputes had

‘been‘repeated in the past'andias:long ‘as the present situation continues

where completely free competition exists in sales and technical*c'levelop—

ment with unrestricted grants of licenses to anyone: desn'mg same, I

think there is nothmg that runs counter to the Antl-trust Act- '

\ext is the provision c:onc:ernmg the no-dlspute obllgatlon. g

Since it is lanul in Japan to impose a no—dispute obligation to the .
effect that the hcensor w111 not engage dlrecﬂy or mchrectly m any

d.lspute w1th the 11censee concermng 1ndustr1al property for whlch a .

i B e A e o T

license has been granted thls has been spemfled in the hcense agree-

This:is a situition that differs:from-that in' the United States. .
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Lastly, there is the provision.on the effective p_er‘id_d;,-—" Fir,s_jn,-‘-‘thjs :
period.has-been egtablished aé one year with an-automatic yearly .-

- extension thereafter as.long.as both the -1icerllso,r;an’d licensee have no
objection to:it. The umaxim.um- term fixed.is-until the expir ation of.the ;.

-effective period of the rights involved.

Seeing. that the plastics processing ;indl.l,s_try; has been involved in:affrays
~all the time, frankly speaking,:1 .could. nb,_t; quite b_elieve;thoée coﬁgerned
in the industry:trusting one.another.to enterinto an. agreement to form a
patent management association even with patent rights as its nucleus.:
._If 'thlS Al ere the case I Judged it proper to make the term of the hcense

i

agreement one year to contmually check o the flduc:1a1 relatlon of the

partteb i lved. ]

Orqamzatlon of the Patent WIa.nagement Assocm.tlon

Earlier, I characteriZed this Patent Management-fA-ssocia'tioh;as. an
'acsomatlon (a body of peraons) w1thout the Status of a corporatmn that

. 1s an a=soc1at10n w1thout the capac1ty to enjoy any rlght.. :

L will now discuss.,the-:char_acteri‘sties-bf.tkﬁ-s,;ﬁs_sopiatidﬂ as -si.tc;h based

—ondtsibylaws o s Dalas R

{ Refer fo Flg. ) )

(1) Regulatlons of the Assomatlon : The main condltlons as an associa-

tion are spec1ﬁed by a bylaw. i LRGN G 1 ]

(2) ‘Siriicture"t As'shown in Fig. 2, the Association is dtructured as

“an orgamzatlon. Namely, 1t has a general meetmg wtuch is the
"'h1ghest dec1smn—ma}\1ng organ ; ofﬁcers comprlsmg a chief

i ‘d1rector deputy ch1ef d1rector managmg d.trec:tors financial

director and directors as a representative organ and an ofﬁéers‘

meeting which is a deliberative organ:made. up of officers,.and a

“gecgretariat created-in-accordance with-a resolution of the-officeprg b

meeting to handle clerical work.

i
i
L
;




it Figw2: “Organization’ of the Patent: Management Association '’
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(3) = Method of representation = The chief director: represents the
Association and the deputy chief director acts in his place in
case unavoidable circumstances prevent the former from doing

50,

(4} Operation of the general meetmg i
"Convener : The chief director convenes an: ordmary general
meeting within two months followmg the close of each fmanmal

. year ; he also convenes an extraorchna.ry general meetmg when

necessary upon resolution of the offlcers meetmg.

Convocation procedures.-: The Association- members are given
an a.dvance wrltten notlce contammg an agenda date, time and

place of the meetlng. B T

Chairman of the‘g'ehei"‘a;l meeting : The t:hief director presides
over thls meetmg ; the deputy ch1ef dlrector acts in his place
when unavmdable cu-cumstances prevent fhe :former from

pre51d._1ng -

\Ieﬂlod of resoiutibn’ A majerity of the iAséociation- members
need to be in attendance ‘with Tesolutions bemg passed by a

majontv of the1r voting rlghts.

R Promded tha.t in caseofa tie, the cha1rman will dec1de the

1ssue.

Spec1a1 resolutlon W'hen d1ssolv1ng the Assoc:latlon by a
resolutlon of the general meetmg , it is required 1 that more than

o-th1rds of its total memhers, be present with more than three-

_fourths of their votes cast.

Resolutions of the generalﬂmeeting‘. =

1) Approvals of elections of ¢fficers”

2 Establlshment of and changes in bylaws and detaﬂed

reg ulations
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3)

i )

:5)

Approvals of business ‘programs and budgets’ -

Approvals. of business. reports and: settlements of accounts
Determination of and changes in the amount of the member-
ship fee and its collection method and refundment of

_membership fees contributed -

6

7)

Determination of whether to take over improved inventions, -

new products and new desmns made and developed by

Assoc:latlon members

Approvals of forfeiture of a member's qualifications

- (5) Admlnlstratmn of prOperty '

1)

Membersh1p fee Payment of the prescrlbed entrance and

' arinual ‘membership fees’

3)

gy
5)

““Working expenses’: Application of a part 'of the member—

ship fee to working expenses . - ...
Main working expense items _
- Expenses required to také over industrial property -
 'Expensés required to maintain industial property’
Printing and delivery expenses for annual’ membership
fee rece1pts L .
Expenses reqmred for operatlon of secretamat
Refuhdment of surplus’ membersh1p fees {

Collection of extraordinary membership fee ™~

(6) Other cotiditions required” as’ an-association”

1)

).
4).

0b3ect1ve To. own, ;and protect.] 1ndustrlal .property for

relevant technology and strlve fcxr popularlzatmn oi thls

‘ tech.nology and contnbute to the development of the plaSthS'

processing industry,

Nafrie''s Patent' Management ‘Association "
Office : Tokyo. ) Gl e ot
Property.: Ag stated in; (5) above.



E-Difeic:‘éors:will':be eldcted through the recomm'endait:ions of

*'thé ‘Association members or by mutiial ‘vote with their

“iglection Tequiring the approval of ‘the'gjensral meeting. A
director's term of office will'be ‘éne yéar and he may be

Ak reappomted-

6) ACqulsltlon a.nd 1oss of a member s quahflcatlons

Acquisition of membershlp quallflcatlons : member5h1p can be

acqulred i the I'ollowmg two Tequn"ements are satmhed.

(1) Execute a license agreement ; for mdustrlal property con-

..cerning relevant technology and-?%c_om\e a licensee.

(2). Obtain the approval of the officers ™ meeting '

Forfeiture of membership qualifications i membership qualifica-
tions are. forfelted if a member falls under any. one.of the following

. -‘reqmrements.:,“_n

(1) Has cancelled the license agreerr;eﬁ{ o

(2) Has discontinued producing any product utilizing relevant

technology...... ...

(3) Has failed to pay the prescribed Association fee . .. ..-

(4): Has ‘obstructedactivities of the’ As"sbcﬁiéﬁo‘aﬁ i

sy ‘Has v1olated the bylaws and deta.lled regulatlons of the
‘”"uAssocmtlon ' ' 4
(6) Has defaulted in his.obligation under the license agreement
From the foregoing, it is considered that the. PafehtiMe“n:age;nent

Association meets the ac itions of an organization and that

even if its constituent members should change, it will be acknow-

ledged as a social unit continuing to exist as an organization.
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6. C’éin-&thsi'dﬁ [ Fa

planned on and have proceeded W1th const1tutmg thls Patent Management
Assoctat1on as an assoc1at10n. The flrst reason for thls I c1ted 1s as

menttoned prevmusly, competltmn 1s mtense m the plastlcs processmg

\

wh1ch the persons conc:erned Cooperate w1th one another and conduct jomt

busmess as a method of resolvmg problems among those mvolved who .

: had been engaged in repeated patent SUItS u.nttl recently and whose 1nter—
ests were sharply d1v1ded 1s 1mproper because ot' the strong 1nﬂuence 7
’ of the constltuent members personal factors and the necesstty of all the

assoc1atlon members agreemg to acqu151tlon and forfetture of member- :

sh1p qua_hflcatlons .

In addttlon, there was the followmg reason based on consuieratlon of the

Antl—trust Act. \Iamely 1t is expechent to grant llcenses to those des1rmg

same and to have an unrestrtcted orm of memhershlp at the same ttrne

Vthat allows entry into T.hlS Patent Management Assocmtton asa constttuent

member as no.one wﬂl be "falsely suspected" irom the standpomt of

the Antl—trust Act. For tl'ns reason, 1t was necessary to ellmmate the
perseonal factors of the constltuent members to the utmost and form

S T A TR

the orgamzatlon A af agsoeigtion

Nevertheless, there are some inconveniences because the status of a.

) corporatton i$ not granted to this assoc1at10n under the's trrerit organlza—

tion. Taw of Tapan. FEes L0 Frimintowel o

One of them has to do with the matter of property announcement proce=

dures.

Although actually havmg 2 structure as an organlzatlon and assets of 1ts

own T.hlS assoc1at10n Wthh does not have a status of a corporatlo 1is
}”unable to go through due formal1t1es m 1ts very name 1n property (1n—- .
c1u51ve of real propertyand 1ndustr1al property) reglstratlon and entrsr
announcement procedures in the absence of any legal provisions therefor

and is compelled to follow the procedures in an individual 's name.
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There is a theory that points out the inadequacy of and lag 1n admlnlst—-
-ra.tlve procer'urea and precedents. Con31der1ng that the C1v11 Proceedlngs
: Act recogm.zee in Sectlon 46 t.hat an umncorporated orgamzatlon havmg
‘a prov1510n for a representatlve or an admmlstrator has the capa(:lty to

be a party and that in deposnlon procedures among admlms’r_ratlve

procedurea formahnes in the name of only the assoc1at10n are not
'V'recogmzed but apphcatlons in the name of its representatlve w1th the ._

title of h).:.s cs-oc1anon mdmated are authorlzed as the second best measure 3
'that in ac:tual ba.nk transactxons mvolvmg dep051ts . ac:counts are opened

in the mdlvr:tual name of the assocmtlon' 3 representatlve w1th hxs tttlo

."shown as ::L!Z:h etc. 2 a re\new on the part of the author1t1es 1s expected

in order to xealtze, a public announcement system that aocurately reﬂects

the realities.

. "When I was a.J\ed to work out a plan for this pro;ect relatmg to the Patent
- ManagemenT As:,ocmtlon, it was satd 1t would not necessarﬂy be lmked
chrectry w;.L the mterests of \Iltsm, however, I determmed to exert my
“:'efforts because the pro;ect would be an enta.rely new experlence for me.
“and a natlonal—economv—aort of thmkmg came 1nto play that the Assom-

' atlon w oul d contrtbt_te to the prosperlty' of minor enterpr1ses .

The pomt to which I gave most con51derat1_on_wea':_ondohbtedly measures .’

to cope with the Anu—trust Act.

Therefore, _ldgmg that the not1f1cat10n procedures sttpulated in the Ant1-
irust Act ahould be iollowed for the Patent Management Assomatmn Lo
explained the situation to the people concerned and had them perform ‘

these formaouea .

It is my sincere hope that those concerned in the plasttcs processmg 1n
mdustry \v1h ma.ke ef_fecnve useé of 11mtted supphes of resources w1thout
restramt of free competltlon in auch areas as selhng prlces sales volume

and sales mat n.odb, e‘llmlnate excesswe compet1t1on to whlch they have
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been indifferent, that is, competition‘undér an obsession of a desperate,
deep-seated grudge, and be able to fully exercise the rights to industrial

- property within the framework of free competitiofl.

‘In ‘concluding my report, 1 smcerely thankmyaudlence for thelengthy

attention-to-my-hard-to-hear-English
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...,An American. Comment. ., : . .

Arthur G, Gilkes.

PR

.. Thank, you very much Bill. Perhaps, £irst I sghould ...

-explain—that-T-am-strictiy-ex-officio h9;3-..Aram~npnﬁtne-u

'representative of Standardr‘ B'll'McClaln lS-;d ;v_wﬂam_“m,

Now,wlet mne congratulate you . Kunleda—san on. your Very

hproblem and, of course, .on. your very. colorful presepratiop,~

‘er¥9%,have;eakedxth?qu%FF%QP; e you able to bring . my.. -

ed States without violation :

):bscheme lnto e fect 1n the

of the U S. ant;:ﬁru;}mActgg'

1. think the. ansver.is ;.may.

S et

cable to

umWOUldeagreeythat Fb?“?ﬂ?%;tFH§F'%@Wﬁ;@??rappl hig-

kind of an arrangement, particularly, the ShermanuagtﬁinMﬁ,

quayton Act and FTC Act.{kw&‘;$WH

H

ever, th poollng aspects of thls arrangement,

since it lS .an_open p l‘ by Whlch-I mean, that lt.s—open,to

any respon51ble appllcant for membershlp or. for Ry llcense,h

'brlng 1t under the approval really, of the Supreme Court

d?@%Slon in ?henGQSPl}QQ crackeng-Pﬁ&eeﬁrcase,Whach;QQQS;q;

back to the 19205 and early 305.;?W],‘

. And as far as the packaglng aspects are concernea,

a?%Pmlegﬂthat ﬁhs.matt6¥rgim€e9§¢§n@ia;locqt;onaqﬁ fees @p@

1) Standard 0il Co. ¥. United States, 283 U.S. 163 (1931)
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2)

that sort of the thing;ﬁare“éleanﬂ‘the ASCAP case,?’ a recent
Suoreme Court case, I think could bring it under the rule of
reason, so’ that there*e'no per se violation. And, of course,
the zenith case3) would have to”be éaﬁéu1£éd iﬁ'téfméfof,
‘making Sure'that'there wagiﬁofhingiaiéériminaio&y,'df'ébﬁkse?
or coercive withinFthe'ﬁackacing“ﬁroQiSEOns. E ' o
_ " However, T think”the'Jnsticeﬁbepartnent'or-the f&c
might look ‘at sich an’ érfaﬁgém'eht from the standpoint of is
there any'ellmmnatlon of competltlon or’ potentlal competltlon
and this would 1nc1ude competltlon in research and 1nnovatlon.
For" that reason, I thlnk one would have to 1ook very carefully
atthe purpose of ‘the arrangement. The scope of 1ts appll—
cation, period of time and any grantbacks would be very o
sensitive itéﬁé“ehd:wonldﬁﬁaée'to“béahandledlﬁitﬁ'care with
,ﬁroﬁabiy?abpropriatélescabe praéisibhs for ﬁéﬁbeig and
licensees. ' | :
-There have been some prebedentefin £ﬁé UnitédistatéS“at
1east‘iﬁ*analcgaﬁs*éi%uéiiAﬁs;f“éoﬁéléf“§ou:ﬁay‘ré&éﬁéer
thefRec.'éi' Récommen&aticnbﬁi,7arranéementﬂthat'bprevaiied
in“the petroleum reflnlng 1ncustry.' I ‘am sure Blll Hooper
Wlll,'ln any event.e This" arose out of the last War and, on
the' baSlS of natlonal emergency, 4 large 011 companles and
Vtwo engineering contractors ‘were permltted “to pool thelr B
PatentsTaﬁa“kﬁowchoﬁ'iﬁVEEe field of fiﬁi&'catalftic“cracking
and thus weré enabled to licérise thé industry. Therd were
TT2) 441 U.S. 1 (1979) | o

..3) .. Zenith Corp..v. Haseltine, 395 U.S. 100 (1968) . . . . ... ..

— 456 —




nontexcluéive;grantbacksuamonqzthe;uSuaL licensing provisions
including:royaltiés;athreasonable?and‘nonﬁdiSCIiminatorY%xﬁ
rates, and licenses were open to any responsible third:party.

This  arrangement prevailed -until. 1948, I believe, when the

Treaty.-of-Reaceiwas-+Eormally-approvedside

EAlso;Itbelieve~thatﬁfhe;automobilé:manufactureISfaquf
the aircraft:manufacturéésqin the United Statesi;had-:some=:i:;
whatésimila:yarrangements.ﬂ.There-came:intowbeingwin;anfw?T
analogous:situation where there -was ‘a;great:deal of :litiga=

tion and there:was:a:problem:of determining:freedom to . ::ns

- ;:operate.because.of rconflicting:patent .claims:. However, Loth

those arrangements as far as .l:know have:passed into .limbo.
My own association with something:like this relates to

the polypropylene patent situation that Xarl Jorda alluded '

to yesterday.  When at one time,.the chief patent holder,.at. ... ...

|
1
i
i
1
o
B
i

i

the time, Montedison and the parties to the interference who
were potential patent holders tried to work with Montedison's
licensées and those in the polypropylene industry who
resisted the Montedison position and fried to ﬁork‘out‘some
kind of an arrangement that would pool the patents, make,fhem
available to all comers on fair, reasonable and non—discrimi—'
natory terms. This was checked out informally with the
Jﬁstice Department and a green-light was more or less given.

However, it broke down hecause éf the problem of

. trying to determing a fair consideration that would satisfy
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u¢Montedispﬁmandlthé holdersfandhaLSo?itfb?oke:downronutheftf
basis‘df;ﬁhe allocationwofgthe.consideratidnibetween'thexﬁﬁ
Eyholdefs{i“ |

- - Again, let me congratulate Kunieda-sanionia creative
aéproach to the problem;ofwreconciliﬁg:thefdiverqent
interestscof:sﬁpplieré;uusers*andrhdlders“bfiiﬁdﬁstrial
property irights “in theﬁhighly'comp%%iveLplasticsﬁfield;
Whethef:theuconéeptécould=workiin,thqunitedfstafés;ﬁitfTd
would: in *any evernt require:-case by ‘case stﬁdy“of%potentiél-
cOnflict&withﬁtheaantiftruét?LaWS{ahdyparenthetidallf, IQam
ssure .that it would have: to“be motifiéd“toftheﬂEECbemmissibn
iffitiwereiproposédﬁfor7Eurdpe.ﬁb e :

hThank'ydu&Venymuch.iﬁﬁv;
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Trends of:tHe: Japanese Prioducts Llablllty Bot (]udlclal
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~liability
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Conclusion
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Introduction e

_%:At the PIPA Nlnth International Congress held in Nagoya in
Qctober 1978 1 made a presentation on the subject of

Products Llablllty Act in Japan and discussed its basic
line of thlnklng comparlng it with changes in the U.5. law.

My Amerlcan frlends gave many useful comments and opinions

on my presentation and further,rreported on the U.S.

situation. As you may rem“mbe 1mmedlately following my
presentatlon Mr. Bill NWorris gave'an 1nterest1ng report on
the subject of "Technology Licensor Responsibility for
Product Liability", while at the Tenth International
Congress in Philadelphialast year Ed Valance, covering the

subject of "Implied Warranties Attached to Intellectual

~Property Licensing Liability of Franchisors and Trademark

Licensors", gave a timely report especially“bh‘thé“*'i'

;relatlonshlp between trademark llcenses and product

liability. ”

Last February, I was invited 'to attend the U.S./EC combined
seminar. on: product. liability:held-at the FranklinPierce

”“_Law Center 1n New Hampshlre as a lecturer._ I was, invited

on Dr. Paullne Newman s recommendatlon. Regardlng that I
alone from Japan 3ust attendlng thlS seminar with the
experts in product.liability gathering together would:be an

_hOnor, I joyously made preparatlons to attend 1t.ﬁ

7 "Unfortunate1y, however, I could not: atténd.because of

_and for inconveniencing them. .

) bu51ness L easons. I would llke fto offer my. deepest

'apologles for belng unable to respond to Dr. Newman® e

kindness and meet the expectatlons of Dr. R1 . of the

aw Center .and. the other persons concerned

Franklln Plerc
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-4 In ‘such ‘¢ircumstandes /T

;. .Products Liabil 3_ty Act:in, Japan subsequent to.my .
‘presentation -at.Nagoya .0 that I.will.make, another report
.-here.on the same subject avoiding as best I .can any:

.:‘ﬁuplica;iqn_ofgmy;previous;repontfﬁfu":
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Trends ;of the .Japanese Products.Liability Act.(judicial
precedents). during the last one.or two .years  ......:

In case‘a manufacturer ‘hag made ‘a: défective prodict -and

v placed ¥t on: the market ‘for ‘sale Himself ‘or through-a

distributor,’ ‘the ‘trend ‘has ‘beécome incdieasingly distinct to
strictly presume product:liability:to’be’agsumed by the

‘manufacturer and distributor and indemnify losses of the

aggrieved party.

As a result of taking the drug guincform, persons who
contracted SMON (SMON standing for Subacute Myelo Optico
Neuropathy), instituted a SMON lawsuit against the
government which permitted the manufacture of gquinoform and
the pharmaceutical companies that made and sold it as the
defendants, Ever since this case was first submitted in

1971 ‘to the Tokyo District Court, suits have been lodged at

- various places with action pending at twenty six district

courts as of October, 1979 and it has become an
unprecedented gigantic lawsuit in Japanese court annals
involving a total of 5,493 plaintiffs and claims
aggregating ¥215,630,980,000 (Hanrei (Judidial Precedent)
Times No.399).

Among these suits, with the decision in March, 1978 at the
Kanazawa District Court as the start, decisions have been
given successively at a total of nine district courts
located in Tokyo, Fukuoka, Hiroshima, Sapporo, Kyoto,
Shizuoka and Osaka. All of these decisions declared the
defeat of the pharmaceutical manufacturers and ‘
distributors. Also, the government - one of the defendants
- was charged with supervisory responsibility for failure
to provide proper administrative guidance to prevent damage

from quinoform.
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2.1 Background of SMON dlsease e

%CjSMON dlsease 1s subacute myelo optlco neuropathy caused by
ntaklng hlghi‘osages of qulnoform, a medlclne for 1ntest1nal

H'dlsorders,_and it 1s characterlstlc'of damage from

maln'lv in .Tana n

‘Aoulnoform whlch occurred freauentl

Quinoeform was. developed in. 1899 AS.a dlSlnfectant for
external appllcatlon.1 Startlng ;in the- early 19305, it was
used 1n the U S A. as a med1c1ne for 1nternal use 1n

treatlng ameblc dysentery However, even when u51ng 1t for
*ameblc dysentery, the ‘amount “and- perlod of dosage, among

‘Others, weré greatly restrlcted By ‘the FDA's
In Japan, however, qulnoform Was “Gtilized
€T i w1thout

f*recommendatlon“"

Eja‘pan and the”U_S” represents a great contrast._

3W1th respect to qu1nof0rm, the,fact that; 1t has: been
regarded as a safe medicine with little harmful; gide:

“effects based on long years of experlence 1n cllnlcal usage

It_was not that only reports were.accumulated verifying the
<;eff1cacy and safety. of. qulnoform in. its experience;din
clinical. age: after; it started to be used as:an: internal
med1c1ne, but there Were-reports: from: a relatively:.early

. 5tage, of_the sxde effects upon, a humnan: belng ‘ofrhalogenated
8.hydroguinelines: including: quinoform, : and; from.about 1965

.:information on serious.side.effects:concerning neuropathic

. -Symptons, came:.out.. inssuccession»(observation~presented by
. the. 34th C1v1l Affalrs .Division,: Tokyo Distriet: Court on
ijarch 22 1977) :

Treon bevsrse
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What caused the damage from qulnoform to_become, more .
serious was that in consequence of improper communlcatlon
“and release of 1nf0rmat10n -on ltS 51de effects that had
accumulated gradually, doctors gave dosages of qulnoform
for affectlons such as a sllght case of dlarrhea and
further, gave dosages of qu1noform for treatment of SMON
symptons ‘¢aused by dosagesiof qulnoform (observat1on

¢ pregented by Tokyo District: Court) '

2.2_ Outllne of de0151ons made by nlne dlstrlct courts :_

Slnce 1t is too exten51ve and compllcated to. 01te the

dec151ons,of_all_thesdrstr1ct:courts 1nvolved, 1 have
-: outlined here the major. items. I, however, would like to

.»ymention_beﬁptehapd\there~are.sqme;yarlat;ons in. the. :

.respective decisions.

SRS Sequence ‘of cause'dnd effect (Cause of SMON dlsease)

_" The etlologlcal cause of SMON dlsease 1s qu1noform and
" other causes 1nc1udlng v1rus have not been admltted through
all the substantlatlons. The frequent occurrence of SMON

in our: country- has ‘been'caused’ by 1engthy and hlgh dosages

of: qulnoform.

Nearly all of the dlstrlct courts have 01ted the results of
the studles of etlcloglcal cause obtalned by the SMON
¢ Research  Study Council 1naugurated in September;'1969 and
the’Specified Disease SMON'Research” Study" Group*established
by the Ministry of Health and Welfare in'&pril, 1972, and
Cimades a finéingithat*a=le§alicausalfsequence exists’between
> gquinoform and’ SMON disease. However; in the case of the
Kanazawa 'District' Court aloné, 'its decisién was that"
“quinoform~Could:not”befadmitted”as3the ohly primary’ cause
i Lof SMON:sihce:15%- of the SMON“patients”did not'take:any
quihoform,  and although®viruscould be an etiological cause
of SMON, the toxicity of quinoform accumulated’ together
with other factors and caused the SMON symptons.
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2.2.2 Liability 6f the pharmaceutical -cdm'pé'riife%s ‘
l)'Ex1stence of no—fault llablllty

. Sectlon 709 of the ClVll Law,'whlch 15 the tort law of
'”Japan,'lncorporates the prlnc1ple of llablllty arising
from negtlgence, so ‘that even if no-fault liability is

’"stlpulated ‘in a specmal 1aw whlch regulates bu51nesses
othe"than the pharmaceutlcal bu51ness, it is
“unreasonable to apply no-fault’ llablllty to the case of

pharmaceutlcals and hence,'lt 1s dlfflcult to accept
“no-faillt 11ab111ty as an 1nterpretat10n of the law in

jf:force. S _
tﬁZLﬁobllgatlon to exercise.care
ii.ay GEouhd for obllgatlon to- exerc1se cate’

LPharmaceutlcals are very closely connected with a
:human belng s 11fe and health and whlle efficacious

T“agalnst dlseases on the one hand, they in themselves

the human body. Today, pharmaceutlcals go.through..

the distribution‘process ‘in-largé quantities and are
. consumed extensively by the people at large, lacking
,ﬁany expert knowledge. of medical science. and pharmacy.,

_of‘preventlng any 1n3ury.ﬁ Accordlngly, in the

_pharmaceutlcal companles'lmanufacture, importation
T_‘and sales of their products, a heavy. obllgatlon is’
_placed on, them to ensure the safety of '

” :pharmaceut1cals that 15 based on. the hlghest level of
knowledge en. each occa51on. e

b. Specific details of obligation to exercise care -
obligations to foresee the consequence and to evade

the consegquence
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° Obligation to foresee the consequence . . -

In commencing the manufacture and.sales of
pharmaceutlcals, thelr 1nfluence and klnds and

Zextent of s1detrffects on human 11fe and _body

:should be recognlzed and foreseen by exhaustlve

N_i;lnvestlgatlon of l1terature, anlmal experlments,
”research and study concernlng cllnlcal i
”Hdemonstratlons, etc. that have attalned the

wmax1mum levels of knowledge and technology

h' pertalnlng to relevant 501ence such a

medlclne,

pharmacy, among others. Subsequent to “tartlng
sales, the pharmaceutlcal company should collect
information on any"exlstence of side effects and
their details.and when, there are doubts about the

_ex1stence of 51de effects,_lt must endeavor to

"'more accuratel

recognl e and foresee the kinds

'ﬂiand exte;t‘of 'harmaceutlcal

Cin® question b stu_ies and

t_exchange of

Obligation ito. evade the consequence

‘Tn ‘dage’ the'occurrence ‘Of" 1n3ury “diie’to the side
sffacts’ of ‘o medicine have been recognlzed and

@Y iforéseén, “Ehe pharmaceutlcal company must take

' measures’ requls1te and SUFFitient ‘to prevent such
"7‘1njury “From” oceurrlng, “Eor example,’lt should warn
“i4 Joctorsor geheral’ WEérs of the ‘side’ effects,

’“5regulate the ‘indic tlons for the use'of the

medicine ana’ 1ts "suspen51on

of manufacture and sales ‘recovery

80 as to avoid’ any 1njury “friom occurring.
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3). Possibility. of. foreseeing ...
iThe'respective’ reports of Griawitz' and Barrows: made in
©: 1935 ‘wer & ‘case reports ito the '‘effect that quinoform had

‘taused a neural’ impediment’ in’human beings and ©
contrainédsinformation that strongly’ Suspected_-he

nanifestation"at amcertain“frequency“of“awser1oub and

irreversible neural 1mpediment as a s1de effect of
Lqulnoform. Further, puttlng together and studylng other
: 1nformatlon,'1t was p0551ble to entertaln a reasonable
‘hdoubt that bf early 1960 at the latest, manlfestatlon of
da serlous and 1rrever51ble neural lmpedlment was caused

‘Tﬁby qu1noform.

:ﬁj4leBreach of the obllgatlon to .exercise.care.

2 In caserthevpharmaceut1cai«companyaconcerned*hédt
“entertained a"reéasonable-déibt dbout’ thé maniféstation -
~of .thé aforesaid-side’effedty it ghould havée Compared

- ‘diseasésothét than aniébic “‘dysentery £or which qiinoform

vigrgoodiwith the side effect Of theﬂhéﬁféliimpedinént

d?atWQeastfon;theﬁbasiswthaﬁﬁquinofotﬁ?isﬁhatﬁféllj“?
lacking in usefulness and safety, -issued 'a warning’that

_ neural 1mped1ment will be manifested.as a side effect -
and taken ‘action so that qulnoform would not be used for

_ﬁ;Th_ p”armaceutlcalwmompany,

gquinoform, and it is evident.:

collect 1nformat10n 