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8:00 a.m. REGISTRATION - Coliege Hall - Unkyersity Club
8:00 a.m. REGISTRATION - College Hall - University Club

9:00 a.m. OPENING CEREMONIES o o | |

Opening of 1981 Congress Thomas L 0 Brlen
Report-on 1980 Activities - Koichi Ono

Installation of PIPA Officers for 1981

Keynote Address - Thomas 1. O’Brien, Presldent P!PA

HONORARY CHAIRMAN - Warren M. Anderson, Presldent of Union

Carbide Corporation (Elected Chairman & Chief Executive Off:cer of
Union Carbide Corporation, effective January 1 1982)

B REPORTS OF COMMITTEE NO. 1
Toshiharu Kawase and William T. McClain, Chairmen

10:00 a.m. Organization and Function of a U.S. Corporate Patent Deparrmenr
Willlam F. Thornton . .

10:26 a.m. Coffee

-10:40 a.m. Des;g@ﬁ*ﬁ?k;n _l_t‘::atslg:ﬁ{ffcaﬁﬂﬁ | F RANKE. N pEERQ; -

11:05 a.m, -_Fraud on the Patent Office _ _ M%SENTER UBRARY

Donald M. Sell
“11:30 a.m. Japanese Utmty Model Reg:stranon Sysrem _ NCORQ& N"Hﬂ
~ Satol Kojima e
12:00 n Drug Product Simulfation
; o Irving N. Stein

12:30 p.m: LUNCHEON - Council Room, Uhiversiiy Club

2:00 p.m. U.8. Re-examination/Re-issue Practice
: Roy H. Massengill

 2:30 p.m. Japanese Counterpart Systems of U. 5 Re-examination bysrem
iwao Kimata :

3:00 p.m. Coffee

“3:15'p.m. Recent Court Decfsuons on Parenrs in Japan ol
R Masahisa Hase

~3:45 p.m. Recent Developments in the Parentlng of M:cro—organlsms
A G- Hareld Herr _

’ 4:1'5 p.m, - Recenr Court Decrsrons on’ Trademarks
e e - Nobuyoshi Sakuragl : SR
© - &:45p.m. “Patent Term Restoration Legrs.‘aﬂon An Update
e ‘Rudi Anderson

. 5:00.p.m. ."'.'De!ay in F:nng a U.S. Patent Apphcaﬂon.”t' ",oj Lopg;i:i_s'_"'ng Long?
RECEPTION AND BANQUET Unlversuty Club 5th Ave & 54th St New'fYéfk‘ City.

6 00 p m. Cocktatl Hour
sz L 00BN _ Dl_nner_




THURSDAY, NOVEMBER 5, 1981 -
-REPORTS OF COMMITTEE NO. 2
Kou Kunieda and Aian D Lourie

9:00 a.m.

Xerox v. SCM Dec:slan The R:ght of a Pafent Halder w:rh
Monopoly Power to Refuse a License - :
Robert A. Stenzel

9:30 a.m.

- 10:00 a.m.

10:30 a.m.”

10:45 a.m.

11:15 a.m.

Regulanons on Techno!agy Transfer i Southeast As:an Countnes' S

Kojiro Ozu-

New Sfaiute Govermng Patent R.rghts in Invenﬂons Made wrrh
Federal Government Assistance . : -
Richard L. Donaldson

Coffee '

Handling of Results from Government—Fmanced R&D Agency
Katsumi Tanaka

U. 8. Justice Department’s Antitrust Gu.rde Concernmg Research
Joint Ventures
Walt Zielinski

REPORTS OF COMMITTEE NO. 3 _
Tel Kawaguch! and John E. Maurer, Chairmen

11:45 a.m.

12115 pm. |
" 2:00 p.m.

. F!ECEPT!ON AND DINNEH Wmdows On The World - One Worid Trade Center N .Y.C.

Summary from the American Pomr of V:ew of rhe Proceedmgs m Narrobf
. Alan D. Lourie :
LUNCHEON - Councli Room, Univers;ty Club
GUEST SPEAKER - The Honorable Gerald J. Musslnghoff

U.S. Commissioner of Patents and T_r_ademarks a
TOUR - METROPOLITAN MUSEUM OF ART
(Bus leaves University Club at t: 30 p m. ) '

(Bus leaves Unlverslty Club al LE 30 p m. )

6:00 p.m. - Cocktail Hour
7:00 p.m. - Dinner .

9:00 a.m.

9:30 a.m.

10:00 a.m.

Nairob: Proceedings from the Japanese Pomr of View
- Koichl Ono- , . : o

Expected Legisiation of Patent and Trademark Law m
People's Republic of China
AKio Takahashi -

Recent Developments in Central and South Amerrcan ‘Patent Laws |
Calvin Sparrow A , - o

11:45 a.m.

12:15 p.m.

10:30 a.m. Coffee
10:45 a.m. Expected Regularron for Lfcensmg and Technology Transfer m
People’s Republic of Chma
‘ Hideki Omote SR
11:1_5 a.m. Paient Prorect:on in USSR
oo “Akira Mifune . Cho .
‘Developments In the Law o! the Sea Treary An Updare

Homer Blair - .- -
LUNCHEON AND CLOSING CEREMONIES Councll Room Unlverslty Club




Ceremonies

Opening Address
== T, I, O'Brien, President, PIPA

Report on 1980 Activities
--- K. Ono, President,
PIPA Japanese Group =--

Keynote Speech
: --- T. I. 0'Brien, PreSLdent PIPA

" Honorary Chairmen's Address
--- W. M. Anderson, President,
Union Carblde Corporation -

Prize_Receiver's Speech
--- 8. Saotome, President, _
Dia Research Institute, Inc. -

Closing Address -
=== Ke..ONO,.. Pre51dent

PIPA Jopanese éfOup L

Guest Speech

The Homorshle Gerald J. Mossinghoff,
U.S. Commissioner of Pertents esnd Trademrrks




PIPA 12TH INTERNATIONAL: CONGRESS .

NOVEMBER 4, 1981

OPENING ADDRESS: :'T..I.:0'BRIEN..

:Good ‘morning ladies and:gentlemen, I'm:Tom Q!Brien,:. . .. .-
EreS%dentquathecUnited¢§;ates_Grqupa;éndwphisyy%a#z-Efﬁfi@%n$ﬁ§
of{BIEAfm@ItﬁiS,mY‘gleaﬁxhoﬂérf§B§1P19339¥9~F°¢p3Ih?FPthisxﬁ'
..week with. my fellow American colleagues and my old friends -
from Japan, »whom-I-have-had:the:good. fortune to:be.associated’
WithwforﬁSEVEra%xyearsathxqughﬁthisﬁassociationﬁééAlthéyghwlefag
hope to have the opportunity during the next three days to

greet all of the Japanese members in attendance individually,

S

please accept a warm welcome from me both personally and on

behalf of the American Group. I would also like at this time

to extend a special word of welcome to Mr. Warren Anderson,

President of Union Carbid;“EBrporation, for taking time from
his busy schedule in order to be with us and serve as the Honorary
Chairman of this 1981 Congress., Thank you, Warren, for joining
us. I should also like to extend a greeting and welcome to
New York City, the Big Apple, and wish all of our visitors a
pleasant stay in our fair-qity. Mr. Ono, our President from
Japan, has tcld me that he brought this delightful fall weather
with him.from Europe, and I want to thank him expressly for
that.

I'm pleased to report to you that we have a total of about
83 Association members in attendance, 46 from the U.S. Group
and 37 from the Japanese Group. In addition, we also have_}fLH

wives that have registered for this Congress.

——



OPENING ADDRESS: "

One of the highlights of the 1981 Congress will be the
presentation at this evening's baiduét 6f the ' firstiPIPA
Award for outstanding contributions torinternational cooperation
' in the intéllectusl’ field: “I"hoperthit all'cf you will fifnd
the ' program prepared’ for youlat this 12th Intérnational ‘Congress
of thé'Assoeiation to be’ interesting, "productive, “and’enjéyabler

too.

% The' first item on'out'agenda®will:be:areporton. 1980t mux:

activitiés by the’Presidentof! the Japanése:Group; Koichi:Ono: i




= Report on 1980 ACtiVi ties :0f [PIPA - LIPS DS s o5

Koichi Ono T
Pre51dent of Japanese Group

{
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atmosphere

As you know, all of the objects.r purposes and act1v1t1es of o

tlon

1970 ”1nclud1ng annual congress as a main functlon R

durlng the perlod of October 22 through 24 1980 .and was

e

attended by more than 100 representatlves from the Amerlcan

and Japanese Groups. Presentatlons 1n the congress were

dlrected to the most advanced 1nformat10n of the 51tuat10n‘

1n the fleld of 1ndustr1al property rlghts not only in the

_U S and Japan but also 1n other countrles,‘lncludlng ‘

excellent analy51s of such 51tuat10n.

R

The rev1s1on of the Parls Conventlon has been a subject

matter whlch we have been contlnuously paylng attentlon to

and we have been dlscusslng w1th a great 1nterest. A dlplo—

matlc conference on thlS subject matter was held in Geneva in

e

February 1980. The conference was suspended for more than



a year and a half until it .was ireopenedvin-Nairobi:last

September. _

Durlng the suspended perlod B Group countrles 1nclud1ng the

U.s. and Japan had a meetlng several tlmes to dlscuss and
'flnd out a reasonabie settlement in the hard 1nternatlonal
negotlatlon.‘ The PIPA member companles representlng J.ndus—.'.=
tries in both countrles gave occasronally adv1ces to each -

Government The Naerbl Conference contlnued untll October

24 and PIPA sent a delegatlon to the Conference from both

Amerlcan and Japanese Groups. AlthOugh the act1v1ty of‘PIPA“'

in such conference is llmlted to observer, PIPA is the o ly

organlzatlon hav1ng a capac1ty to send representatlves from

the U.S. .and Japanese lndustrles. The result of the Confer—‘”

ence w1ll be reported 1n thls congress

In November 1980 WIPO called an 1nformal meetlng solely of a

1nternatlonal non G0vernmental organlzatlons on the questlons

‘”concernlng WIPO 5 act1v1ty 1n the eld of 1ndustr1al property

and copyrlght In thlS meetlng, PIPA was represented by SR

Mr. Jorda and Mr. Ozu.""‘*“

The purpose of thlS meetlng were 1) to 1nform the part1c1pants

about the recent act1v1tles and future plans of WIPO and 2)

to hear from the partlclpants thelr wrshes and suggestlons 1n

those flelds. We hlghly appr801ate that WIPO has_ ecognlzed';
the role of non- Governmental organlzatlons.
As you know, 1t was de01ded in the llth Internatlonal.'m“

Congress that PIPA establlshes an Award to reCOgnlze and -

encourage outstandIng“contrlbutaonsmtowrnternat

operatlon in the 1ndustr1a1 property fleld ' The flrst“Awardux

is belng granted in thlS 12th Congress.h$




I sineerely:hopeithe activities ofpourcassociation wi
continue to grdw.<
Now, Dr. Pauline Newman was the president of the American

Group in 1979 and 1980 when the internaticonal situations in

the'fieldﬁ:
ly, she was the president of our Association in 1979. Not
only in these two years but also since the very beginning of

our association, she has served our associ

¢

appreciation and ave a pleasure

thisscertificate and: this:token. o




o, 1. O'Briéd SUKEYNOTE#SPEECH:!" +5idivitue . pIPA“CONGRESS™ s 7
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THE ‘PATENT -SYSTEM -TODAY ‘-<: OUTLOOK IN..THE UNITED: ' STATES Gl ez

R

NATIONAL’ PATENT' SYSTEMS®ARE CONTINUOUSLY'MOLDED"BY THE *

TSy

ECONOMIC, POLITICAL AND SOCIAL FORCES. THAT PREVAIL IN NATIONS
_ IN MODERN TIMES NATIONAL® SYSTEMS ARE'ESTABLISHED AND'MAINTAINED'S
TO PROVIDE AN INCENTIVE TO INNOVATION IN TECHNOLOGY. APPRO-

PRIATELY, THESE SYSTEMS NOT ONLY PROMOTE INNOVATION BUT ALSO

wwsﬁRVE T0~RECOGNIZE~AND‘HONDR INNOVATIONS, AND INNOVATORS. THE i

SYSTEM OF THE GRANTING OF PATENTS BY THE STATE HAS A VERY
LONG HISTORY, AND TODAY's NATIONAL AND INTERNATIONAL PATENT
 STRUCTURES AND INFRASTRUCTURES HAVE FORMED FROM CENTURIES OF
EVOLUTION.ANb DEBATE. TH; GRANT OF MONOPOLY POWER HAS ALWAYS
BEEN AND PROBABLY ALWAYS WILL BE A CONTROVERSIAL SUBJECT. IN

ENGLAND, AS IN EUROPEAN COUNTRIES IN THE- MIDDLE AGES,




" PATENTS WERE NOT:RESTRICTED: 10 THE: ENCOURAGEMENT (OF INDUSTRIAL: i : -

|MOST OF THE COMMERCIAL MONOPOLIES. AND DECLARED,THEM.TO.BE:
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ANty

DEVELOPHENT,,. AND, WERE, GRANTED, BY, THE KING 10 ENCLTSH MERCHANTS
AS WELL AS T0.CRAFTSNAN.

IN SUCH NUMBERS THAT NEARLY ALL

ENTERERLSES,;THAT, HAD EXCLUSIVE.

THE HANDS OF A LIMITED GROUR OF EX

THE PARLIAMENT .ENSUED. . PARLIAMENT, RESPONDING.TO COMPLAINTS.OF., ..

ONOPOLIES, WHEREA

5 SR

THE "'STATUTEOF MONOPOLIES".IN;1623, WHICH ABOLISHED, .

ILLEGAL::. THERE:WERE . SOME EXCEPTIONS,  INGLUDING:THE.GRANT:;TO;




THIS ENGLISH STATUTE ESTABLISHED THE BROAD PRINCIPLE THAT

INVENTORS OF LETTERS'PATENT FOR'ALIMITED PERTODOF TIME.'

15 BASED. Tifk THEORY FOR ‘THIS UNGBJECTIONARLE HONGPOLY WA’ THE "

st e

| THETR NUMBER VAS'VERY'LIMITED. - Wo0D TN HIS'BOOK ON*PATENTS” 7l
AND THE ANTITRUST AW (194T) WRITES O THE'PERIOD Fiow ThE T




"COMPARATIVELY FEW'PATEﬂTS WERE GRANTED EVEN DURING

THIS PERIOD, FOR THE ANTIPATHY AGAINST MONOPOLIES STILL

PREVATLED, AND THE DISTINCTION BETWEEN THOSE THAT _ o

WERE TO BE FAVORED OR FROWNED UPON WAS,NOT CLEAR IN THEV

PUBLIC MIND. RESULT WAS THAT THE INCENTIVE AND STIMULATION

GIVEN THE INVENTOR WAS NOT GREAT."

THE AUTHOR WOOD, IN SUPPORT OF THAT QUOTE, CITES A QUOTATION

FROM ANOTHER PUBLICATION "THE OUTLINE OF HISTORY", J.P.0.S. 5,34

(JULY 1936) WHICH INTERESTINGLY STATES:

'...THE SECURING OF A PATENT WAS DIFFICULT, THE FEES

MANY AND EXHORBITANT, THE TREATMENT OF THE PATENTS BY THE .

COURTS EXTREMELY RIGID AND HARSH, AND THE PUBLIC ATTITUDE

STILL ANTAGONISTfC. IT WAS NOT UNTIL THE INVENTIONS OF :

.ARKWRIGHT, WATT AND THE MANY OTHERS WHICH INAUGURATED '
OUR MODERN INDUSTRIAL PROGRESS THAT A MORE LIBERAL SPIRIT
PREVAILED, AND PATENTS BECAME A GREAT BENEFIT TO INVENTORS

AND TO THE PUBLIC."

f
i
f
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o
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|



THIS LAST QUOTE WOULD LEAD US TO BELIEVE THAT THINGS ARE
STILL THE SAME TODAY AS THEY WERE THEN IN THE EARLY NINETEENTH

CENTURY.

- THE GROWTH IN THE NUMBERS OF PATENTS MADE THE GRANT OF

PATENTS BY SPECIAL ACTS OF THE LEGISLATURES IMPRACTICAL AND '

PATENTS. A DISCLOSURE OF THE INVENTION WITH SUBSEQUENT

—10-




PATENT LAWS AND COMITY.OF NATIONS IN THIS FIELD BECAME A PRESSING

3.
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PROBLEM AS TRADE AMO

.

INVESTMENTS IN TECH

SYSTEM WAS RASICAILY IN PLACE.

'OVER THE ENSUING YEARS OTHER NATIONS PROCEEDED TO ESTABLISH

AND TODAY AIMDST 90 NATTONS ADHERE TO THAT CONVENTION. ESTABLISHED

SUUMONIE ERT VAR A TUTaN MET @Y A robass
PATENT SYSTEMS CONTINUED TO BE REFINED IN MANY COUNTRIES.

CONGRESS IN 1836, HAS REMAINED A FAIRLY STABLE SYSTEM SINC i e

§ g
oo

SUSTAINED UP TO THE PRESENT TIME DESPITE NUMEROUS ATTACKS BY ITS CRITICS

~11-



DEVELOPED MOSTLY IN THE APPLICATION OF THOSE PRINCIPLES IN THE

CHANGING ECONOMIC AND SOGIAL TTMES OF THE UNITED STATES MAINLY

THROUGH JUDICIAL DECISIONS RATHER THAN LEGISLATIVE ENACTMENT,

THE 1953 REVISION OF THE UNITED STATES PATENT LAW REPRESENTED

PRIMARILY AN UPDATE AND RE-AFFIRMANCE BY THE LEGISLATURE OF

OLD PRINCIPLES IN THE LAW BUT, INTERESTINGLY IN ONE INSTANCE, ..
TLUETN TR RSt I e TR A B B AU TR O TS RO S

IT REPRESENTED A REVERSAL OF A JUDICIAL DEVELOPMENT AWAY FROM

THOSE PRINCIPLES. THAT JUDICIAL DEVELOPMENT WAS THE ALMOST

TOTAL EROSION BY THE UNITED STATES SUPREME COURT OF THE DOCTRINE .

OF CONTRIBUTORY INFRINGEMENT. THIS DOCTRINE HAS NOW BEEN

FIRMLY RE-ESTABLISHED IN THE PATENT LAV BY THE STRONG UPHOLDING ..

OF THE RELEVANT PROVISIONS OF THE 1953 ACT BY THE SUPREME COURT

IN THE ROHM AND HAAS DECISION IN 1980.. .

. IT REALLY WASN'T UNTIL AFTER WORLD WAR II THAT REFORM AND ..

__SUBSTANTIVE CHANGE IN NATIONAL AND INTERNATIONAL_ SYSTEMS BECAME ...

—lar-




' MAJOR SOCIAL; ECONOMIC:AND- POLITICAL: ISSUES:

{
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* EXPLOSION: IN: RESEARCH: AND: DEVELOPMENT. FOLLOWED; BY: A CORRESPONDING: -

EXPLOSION IN TECHNICAL LITERATURE, TECHNOLOGY TRANSFER :BETWEEN::

NATIONS PLAYED; AN: INCREASINGLY:LARGER:ROLE: IN; WORLD~WIDE TEGHNOLOGY

DEVELOPMENT.. - THE:UNITED. STATES WAS::THE:LEADI . THIS TECHNQLOGY,

EXPLOSION: AND i IN; TECHNOLOGY ‘TRANSFER: TO: OTHER NATIONS; BUT:FEW

OUTSIDE ‘OF: INDUSTRY ‘AND; THE: PATENT, BAR ATTRIBUTED :ANY MAJOR:

SUPPORTLVE/ ROLE::TO: THE; PATENT: SYSTEM:IN. THE; SUCCESS :OF. THE ;

UNITED: :STATES: IN: ?A_QHIEY-‘ING%;:?ZI{HI S::TECHNOLOGICAL ‘PRE-EMINENCE: IN-

THE WORLD.:+ LIBERAL: ECGNOMI,STS‘;“.&: WITH  THEIR: ANNATE-AVERSION

TC ‘MONOPOLY;: CONTINUED: TO::QUESTION ;THE::THEORY: :OF “THE: SYSTEM:::

IN CREATING: INCENTIVE FOR. INDUSTRIAL:GROWTH.:;ANTITRUST :CRTTICS =
STILL MISAPPREHENDED; THE:DISTINCTION:; BETWEEN THE /PATENT PRIVILEGE:
THAT ADDED:SOMETHING: NEW-TQO A NATION's COMMERCE :AND: TRUE. MONOPOLIES; .MIIC_E TOOK -

SOMETHING: AWAY:'FROM A NATION's ‘TRADE: AND:COMMERCE. “BOTH.GROUPS:OF :€RITICS /i

CONTINVED:TO: BE SUSPICIOUS: OF:.PATENTS: AND:PECKED -AWAY AT "

13—
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ENTERPRISES.

O 'BESPITE THE -GREAT' PROSPERTTY AND' GREAT  GROWTH IN'TECHNOLOGY': "

~ IN'THE'1950s ‘AND THROUGH THE-'1960s; THERE®WAS'REALLY' A GENERAL! i

' DISINTEREST' IN,"'AND-A ‘GROWING' ANTIPATHY TO; THE-PATENT SYSTEM...

THE UNITED-STATES ‘PATENT OFFICE' FOUND: ITSELF!'TGNORED"BY' THE i

POLITICIANS AND ‘STRUGCLED 10! KEEP' UP' WITH' TTS' EXCESSIVE! WORKLOADI ¢
GREATER NUMBERSOFAPPLICATIONS WERE: BEING ?PﬁOCES SED BUT' ‘SUPPORT: i/
FUNDING “THE FULL 'FINANCIAL! NEEDS 'OF ‘THE OFFICE CAN ‘BE' CHARITABLY <
DESGRIBED AS ‘NOT 'STRONG 1T 'TOOK ‘LONGER mﬁ"'nomcﬁnféz TIMES TO'i7i v

- OBTAIN'A PATENT,“AND"EVEN AFTERIT WAS ‘OBTAINED, THE QUALITY: (7"

WAS' UNRELIABLE: PRIMARILY “BECAUSE' THE "PATENT OFFICE EXAMINATION 7

* HAD WEAKENEDSO%“PATENT LITIGATION: COSTS ‘SOARED IN‘THE UNITED "

-~ STATES.AND_THE:LIKELTHOOD {OF. THE ‘OUCGHE: N PATENT T1TIGATION BECAVE!

L4



-10-

WORE’ UNPREDICTABLE. " EVERY PATENT SULT BROUGHT BY A PATENIE

4
i
o
o
A
H

i

COURTS EXAMINED' MORE CLOSELY ‘THE ‘CONDUCT ‘OF “THE ‘PATENT ‘APPLICANT '

TO THE PATENT OFFICE ‘COULD ‘BE'THE BASIS FOR AN-ANTITRUST VIOLATION.

UNCERTATNTY. AND' FREQUENTLY DISTLLUSTON WAS “THE FEELING OF

Iy THE UNTTED STATES. "

BY ‘THE ‘WIDDLE ‘10608, HANY WERE SAVING THAT THE' SYSTEN TS ©

PRESIDENTIAL COMMISSION ON“THi' PATENT SYSTEM WAS’APFOINTED *~ °

BY PRESIDENT JOHNSON IN 1966"TO DETERMINE WHAT 1S'THE BASIC -

WORTH 'OF ‘THE ‘PATENT 'SYSTEM 1N THE CONTEXT OF PRESENT DAY CONDITTONS.

PATENT SYSTEM AND FOREIGN'PATENT SYSTEMS AND"CONCLUDED'THAT

—=15—
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"THE PATENT-SYSTEM TODAY,IS: CAPABLE. OF; CONTINUING, TO. PROVIDE AN

INCENTIVE :TO; RESEARCH, - DEVELOPMENT., ; AND, INNOVATION,, - THEY; []

COMMISSION]-HAVE-DISCOVERED -NO..PRACTICAL- SUBSTITUTLE  FOR: THE:: i

UNIQUE SERVICE - IT RENDERS.!': REFORM.OF;THE SYSTEM WAS RECOMMENDED. .

| TO;RATSE:THE QUALITY AND RELIABILITY OF THE UNITED. STATES PATENT. .

¢ ALTHOUGH ;LEGISLATION-WAS -INTRODUCED ,IN. THE; CONGRESS: AS:

EARLY AS.THE MIDDLE1960s: TO IMPLEMENT NEEDED, REFORMS IN.THE

UNITED. STATES PATENT - SYSTEM,. IT WASN'T UNTIL 1980 AFTER MUCH .

NATIONAL DEBATE AND, MORE IMPORTANTLY, AFTER PUBLIC -RECOGNITION.

OF A DECLINE.IN-INDUSTRIALINNOVATION.IN THE UNITED STAIES, .

THAT REAL LEGISLATIVE :ACTION.WAS TAREN TO.REFORM.THE.SYSTEM.

THIS DECLINE: IN.INDUSTRIAL. INNOVATION.BROUGHT ABOUT. A RENEWED... ..

PUBLIC AND POLITICAL, INTEREST IN THE LATE 15705 IV OUR NATION's - .« -
+BATENT SYSTEM. . THERE APPEARED TO BE AN ASSOCIATION BETWEEN THE .

- DECLINE; IN, INNOVATION AND.THE.LEVEL OF PATENT-ACTIVITY BY.

AMERICAN. INVENTORS.. :-:}T?.IF;P..A,'%FP,‘? 's;§.YS£€E_,:¢:.._SUD1??§¥¥--:f;FQL?N.Ds-»-;#!QBE

16—
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AN THPORTANT INCENTIVE 10 INDUSTRIAL INNOVATION AND GROWTH.

A SECOND PRESIDENTIAL COMMTSSION WAS APPOINTED IN 1978.70. ... ..

STUDY THIS DECLINE, AND THIS TIME.NO.LONGER QUESTIONED THE. . ...
ROLE OF, THE PATENT SYSTEM IN SUBPORTING INDUSTRIAL INNOVATION.. . ..

RATHER,, IT, VOICED. ITS CONCERN FOR .THESYSTEM BY FOCUSING ON. ..

ITS DEFICIENCIES AND SAID.THAT NO MAJOR OVERHAUL,OF THE.SYSTEM . ...
WAS NEEDED., THE CLIMATE HAD FINALLY RIPENED.FOR.SOME.THOUGHTFUL. ..

LEGISLATIVE DNPROVEMENTS TO THE UNITED STATES PATENT SYSTEM.

;- TWO MAJOR. PATENT-REFORM STEPS,WERE PASSED. -INIO LAW - IN. o - ovvvn oo

DECEMBER 1980, ., ONE OF THESE.-WAS THE INTRODUCTION.OF A ' S

RE-EXAMINATION PROCEDURE, INTQ OUR.LAW. . THIS PROCEDURE.PROVIDES

~ FOR AN ADMINISTRATIVE.RE-EXAMINATION. OF AN ISSUED PATENT IN- .-/ ..

. ‘THE .PATENT AND TRADEMARK .OFFICE. .IT PERMITS ANY. MEMBER OF THE:

PUBLIC, INCLUDING. THE PATENTEES, .TO-SEEK RE-EXAMINATION.-OF : . -
AN ISSUED PATENT THROUGHOUT THE LIFE OF .THE:PATENT. ON.THE.BASIS: -
OF PRIOR ART WHICH WOULD HAVE A BEARING ON THE PATENTABILITY OR

SCOPE OF ANY CLAIM OF THE PATENT.




“13-00 0

UCED ‘IN THE "SAME NEW LAW WAS A NEW FEE STRUCTURE
" FOR THE PATENT AND TRADEMARK OFFICE THAT ‘IS INTENDED TO PROVIDE
IMPROVED FUNDING TO THE OFFICE ON A CONTINUING BASIS'SO.As To~ " *
" PERMIT THE OFFICE TO'ACQUIRE ‘AND MAINTAIN THE STAFF AND ToOLS ~ "
A STANDARD BURDEN ON PATENT OWNERS IN NEARLY ALL OTHER COUNTRIES

" OF THE WORLD), 'BECAME PAYABLE FOR THE FIRST TIME ON ISSUED UNITED

STATES PATENTS BURING THE TIFE OF e ‘pATENTE 0L 17 4

PROSPECTIVE NEW LoV WILL PROVIDE'A CENTRAL'FEDERAL COURE 0™ 7"

THE UNITED STATES.  “THIS NEW COURT ‘SHOULD® PROVIDE GREATER CONSISTENCY
IN JUDICIAL DECISIONSIN THE PATENT ‘FIELD AND THUS REDUCE ‘UNCERTAINTY

IN PREDICTING THE OUTCOME OF ‘LITIGATIONS “INVOLVING ‘THE ENFORCEMENT -

(T L

7.13:.,
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TWO. ADDITTONAL ‘DEVELOPMENTS ‘IN ‘THE: PATENT/:REFORM THAT ™ %

 ARE BEINGADDRESSED TODAY' ARE™ THE UPGRADING OF “THE ‘OPERATTONS.™ "

OF ‘THE' PATENT ‘AND ‘TRADEMARK: OFFICE 'AND ‘THE .EXTENSION OF THE = .«

TERM. OF Kf"UNITEfD'?*SThTES PATENT TO! OFFSETTHE: LOSS .,,OFE'J.THATZ.:izPORTION'.'E-EZ.C:-”?{

OF THE ‘TERM ‘THAT ‘RESULTS ‘FROM.DELAY -IN: COMMERCTALIZATION “OF

PATENTED ‘PRODUCTS: BY 'REASON 'OF "GOVERNMENTAL“REGULATIONS: 1%

AS YOU KNOW, MANY ‘DIFFERENT ‘TYPES ‘OF ‘PRODUCTS /MAY::NOT :BE<LAWFULLY "

PUT ON THE MARKET UNTIL ‘THEY HAVE: UNDERGONE/CERTAIN GOVERNMENTAL

TESTING AND ‘HAVE' OBTAINED' APPROVAL BY 'SUCH AGENCIES “AS ‘THE "

ENVIRONMENTAL™ PROTECTION ‘AGENCY, THE ‘FEDERAL ‘DRUGAGENCYZAND "0 #7

THE LIKE. ” TF''THE PERIOD FOR OBTAINING THIS'PREZMARKETING -© o

APPROVAL CUTS ‘INTO THE' TERM:OF AN ISSUED 'PATENT; THE TERM OF#

THE PATENT 1S EFFECTIVELY 'SHORTENED ‘BY: ONE BRANCH OF ‘THE SAME
GOVERNMENT THAT ‘HAD: PROMISED THE PATENTEE A" FULLS TERM.. * LEGTSLATTON -

FOR EXTENDING'-THE ‘PATENT!TERM ‘TO ‘COMPENSATE' FOR THIS 'LOSS I§" ~/7 iy

CURRENTLY BEING ‘CONSIDERED BY/ ‘THE''CONGRESS'AND “THEOUTLOOK FOR’

PASSAGE INTO LAW IS FAVORABLE.
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IF THE ‘ROAD:TO SUCCESS! WERE !PAVED: WITH: GOOD INTENTIONS, !

THE CHALLENGE! THAT EXISTS IN:BRINGING THE:. PATENT 'AND: TRADEMARK:: -

.OFFICE TO A LEVEL: OF FULL :SERVICE WOULD: BE .QUICKLY :AND ‘SUCCESSFULLY:
MET.: ' “REGRETTABLY, .THE: ANSWER TO:{IMPROVEMENT LIES: :PﬁIM_ARILY‘f IN: camr
INCREASED‘-"FINANCI-ALT :*‘SUPPORTJ-,,: AND “IT:WILL:BE :VERY: :‘:DIFE';.CULT::. A0z
‘ -OBTA.IN TH_E NECESSARY:'APPROPRIATIONS :FROM irCO_NG‘RESS; DURING:z:THIS_'
TIME. OF .BUDGET CUTSAND "RESTRATINTS :UNDER ;ER_ES,I-D}.I_NT ‘REAGAN's 2 77 15
ECONOMIC RECOVERY ‘PROGRAM.:/:: THERE; ARE::SOME;;':-SIGNS';-;TO;";.RAISE R s i
OUR EXPECTATIONS zaFQR-;f-sIMPRQY_EﬁEN'IE. (AND::ONE: OF: THESE: SIGNS (I8, .ovuusy

IN THE PERSON.OF -OUR NEW :COMMISSIONER' OF: PATENTS: AND: TRADEMARKS; .’

GERALD J. MOSSINGHOFF,: -WHO :WILL ‘ADDRESS QUR-ASSOCTATION. ON ..v: -t

 THURSDAY:: :PERHAPS HE CAN TELL:US OF SOME OF: HIS PLANS FOR 1.vfui..

'IMPROVI;N,__G ~OPERATIONS..OF: “THE - PATENT.: AND f:.'I.'R;AD.EMARK'i_O_FFICE:.; TR L

DOMESTICALLY, PATENT REFORMSEEMS  TO ‘BE:PROGRESSING . i3,

' QUITE FAVORABLY; :AND :IT: NOW REMAINS TO :BE SEEN; HOW WELL .\ :oin: 7oy

__THESE -CURRENT - CHANGES ; WILL ;SERVE: THE PURPOSES: INTENDED OF THEM. ' =
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INTERNATIONALLY;, ‘THE OUTLOQOK: IS:/QUITE ADIFFERENT "MATTER.

|

"'ON THE "ONEHAND,,” THERE' HAVE:BEEN?SOME"VERY “POSTTIVE: DEVELOPMENTS

OVER THE!LAST .-FIFTEEN TO :TWENTY:YEARS. ' IMANY:NATTONS .

GLOBALLY: COOPERATED TO+CREATE "FROCEDURES "THAT WOULD: FACTLITATE !

MULTIPLE PATENT FILINGS "IN:SEVERAL :COUNTRIES<ON :THE {SAME “INVENTION:

IN EUROFPE, THE! "‘COMMON:MARKET!'COUNTRIES ~“AND. THEIR -NEIGHBORS

WORKED TC ACHIEVE ‘A ‘COMMON, "STNGLEEXAMINATION :OF ‘A" PATENT.:

APPLICATION FOR DETERMINING -WHETHER A/PLURALITY OF :NATIONAL:

PATENTS:“SHOULD “ISSUE/ " ‘THESE ‘COMMON {MARKET ‘COUNTRIES-EVEN' 1 %

WENT SO 'FAR 'AS “TO SET ‘UF 'THE-APPARATUS FOR THE 'FUTURE -FOR"

THE FIRST SUPER-NATIONAL' PATENT,WHICH WILL'BE EFFECTIVE"

ACROSS THE ENTIRE ‘EEC.7' AS ‘YOU ‘KNOW, 'THESE ‘EFFORTS RESULTED"

IN THE ‘PCT; ‘THE PATENT‘COOPERATION 'TREATY, WHICH :BECAMEY =

OPERATIONAL IN 1978, AND THE EUROPEAN PATENT:CONVENTION;: WHICH

WENT INTO FORCE ‘IN:1977::"

THE THRUST OF:THESE INTERNATIONAL®EFFORTS WAS' HARMONIZATION "

OF THE NATIONAL LAWS'TO SIMPLIFY PROCEDURES:IN OBTAINING'PATENTS ©"
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ON THE SAME INVENTION ‘IN “MORE: THAN:{ONE COUNTRY; 'AND TO: ENHANCE::

THE “RELIABILITY OF !PATENT ‘PROTECTION:!:-THROUGH! ESTARLISHMENTiOF .

CENTRAL INTERﬂATIONAI}'&*SEARGHING?EAUTHOR-'IT;IES &7 ALTHOUGH THESE:#: % i

N'éW INTERNATIONAL:SYSTEMS:ARE ‘STILLIN-THEIR: INFANCY AND-~HENCE: :

STILL*IN’THEIR:SHAKE=DOWN PHASES; THEY REPRESENT PROGRESSTVE;: 7. = 1% i

CONSTRUCTIVE (CHANGE :TQ:THEEXISTING INTERNATIONAL PATENT . :

SYSTEM AND-SHOULD:ULTIMATELY: ‘REDUCE:THE COMPLEXITIES/:AND. ¢ ¥

COSTS OF MULTTPLE ‘INTERNATIONAL FILINGS,

LONG AND WELL-ESTABLISHED :TRADITIONAL .CONCEPTS IN THE (EXISTING -
INTERNATIONAL ‘PATENT SYSTEM::AND :ADVOCATING MEASURES: WHICH THE: & v

AMERICAN: PATENT :BAR:BELIEVES -ARE REGRESSIVE MEASURES. /-THE:i: -

DEVELOPING COUNTRIES: VIEW THE PRESENT INTERNATIONAL SYSTEM'AS ©i'

A CONSTRAINT :ON'THEIR'FREEDOMIN: THEIR*ESTABLISHMENT OF NATIONAL :u; -

PATENT .SYSTEMS THAT WILL TREAT DOMESTIC PATENTEES MORE

_FAVORABLY: THAN. FOREIGN PATENTEES: 'THE ;DEVELOPING"

COUNTRIES:ARE: SAYING THAT:THEY':BELIEVE. LN ‘A PATENT.” .
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SYSTEM-FOR-THEIR-COUNTRIES-AS-AN-INCENTIVE-TO-TECHNICAL--AND

REE I S o

e ey oy

T "

b A T S S ) { LA I A T I A O 5 S A RiR 4 Va sk
INDUSTRIAL DEVELOPMENT, BUT THEY ENACT LAWS AND PURSUE SYSTEMS

THAT SEVERELY DIMINISH THE RIGHTS OF PATENT OWNERS, IN SOME
COUNTRIES TO THE POINT OF COMPLETE DEVALUATION OF THE SYSTEM. -

INDEED, SOME PROPOSALS ARE ACTUALLY NEGATIVE INCENTIVES TO

T

THE USE OF THE PATENT SYSTEM IN A COUNTRY. FOR EXAMPLE,

WHY WOULD A FOREIGN PATENTEE WHO IMPORTS A PATENTED PRODUCT

N

INTO COUNTRY X EVER TAKE OUT A PATENT ON THE IMPORTED PRODUCT

IF COUNTRY X HAS A COMPULSORY EXCLUSIVE LICENSE PROVISION IN

ITS PATENT LAW. THE IMPORTER WOULD BE CREATING A POTENTIAL

RIGHT OF EXCLUSION OF THE PRODUCT THAT WOULD BE AVAILABLE

TO ANOTHER IN COUNTRY X FOR USE AGAINST THE PATENTEE-IMPORTER

HIMSELF.

I WILL NOT DWELL ON THE PROPOSED REVISION TO THE PARIS

CONVENTION, AS THAT IS THE SUBJECT OF OTHER SPEECHES AT THIS

)

CONGRESS. SUFFICE IT TO SAY THAT, IN MY OPINION, IT IS THE

—23~




FIRST TIME IN THE HISTORY OF THE DEVELOPMENT OF THE MODERN

INTERNATIONAL PATENT SYSTEM THAT THE BASIC THEORY OF THE SYSTEH

IS CHALLENGED AND THAT NEGATIVE PATENT INCENTIVES ARE BEING

SERIQUSLY FOSTERED AS BENEFITS TO THE INDUSTRIAL GROWTH OF

- NATIONS.

THE WHOLE THEORY OF THE MDDERN PATENT SYSTEMS IS BASED ON

FOSTERING INDUSTRIAL ECONOMIC GROWTH BY TECHNOLOGICAL INNOVATION

THROUGH THE INDUCEMENT OF FOTENTIAL REWARDS FOR THE INNOVATOR.

L

PATENTS ARE GOVERNMENT-GRANTED INCENTIVES THAT ARE MADE AVAILABLE

'TO INNOVATORS AT LITTLE COST TO GOVERNMENT OR TO THE PEOPLE

IT 18 THE INNOVATOR THAT MUST SPEND HIS OWN MDNEY IN THE

DEVELOPMENT OF THE TECHNOLOGY AND OF THE PATENT. THROUGH OUR

OWN EXPERIENCE AS PATENT COUNSELORS, WE KNOW THE COURSE OF

INNOVATION BEGINS WITH ATTEMPTS TO DETERMINE HUMAN NEEDS AND -

TO SATISFY THEM THROUGH NEW SOLUTIONS THAT ARE BETTER THAN

_THE OLD ONES. TO DO THIS THE INNOVATOR MUST NOT ONLY INVENT

—24=
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THE SOLU@IONMBUEMMUSIWSUBELIWINYESIMENTWQABIIALWDEEBMAMEQBIOD

OF TIME, INITIALLY AT HIGH RISK, WHILE HE DETERMINES THAT HIS

SOLUTION IS IN FACT VIABLE. HE NEEDS AND SEEKS PROTECTION

DURING THAT PERIOD.FROM OTHERS WHO MIGHT OTHERWISE COPY HIS

EFFORTS AND MAKE HIS INVESTMENT UNWISE., HE THEN SEEKS A PERIOD _'

OF PROTECTION TO REAP HIS REWARD FOR THE SOLUTION HE HAS -

PROVIDED AND THE TNVESTMENT HE HAS CONIRIBUTED.

THE INNOVATOR NEEDS THIS SAME KIND OF PROTECTION IN

PRODUCT OR TO DEVELOP A NEW FOREIGN MARKET. IMPORTATION

INTO THE FOREIGN MARKET MAY BE THE ONLY ECONOMIC WAY OF

ENTERING OR DEVELOPING THE MARKET WITH HIS NEW PRODUCT AND

THUS A NECESSARY PRECEDENT TO INVESTMENT IN NEW INDUSIRIAL PLANT

IN SUCH MARKET. THE INNOVATOR IS NOT GOING TO DEVELOP DOMESTIC

OR FOREIGN MARKETS WITHOUT SOME PROTECTION FOR HIS RISK-INVESTMENT.
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'NEED TO WORK WITHIN A NEW WORLD OF SOCIAL AND POLITICAL

-2150-

THERE IS OBVIOUS DISCORD BETWEEN THE THEORY OF THE

EXISTING INTERNAIIONAL PATENT SYSTEM AND THE CHANGES TO THAT

SYSTEM PROMDTED BY THE DEVELOPING COUNTRIES. _BUT THERE IS A

COMPLEXITIES, AND POLITICALLY, SOME ACCOMMODATION IN THE

INTERNATIONAL SYSTEM MAY PERMIT A CERTAIN AMOUNT OF QIE%TIBEJIY

FOR THE DIFFERING SYSTEMS WITHIN A WORKABLE INTERNATIONAL

FRAMEWORK, SUCH ACCOMMDDATION HOWEVER WILL NOT MAKE WEAK

NATIONAL PATENT SYSTEMS 'STRONG OR ATTRACTIVE TO FOREIGN

~ INNOVATORS. THEY WILL LEAD TO FURTHER EROSION'OF PATENT

CONCEPTS IN THE DEVELOPING COUNTRY AND WILL DISCOURAGE TRANSFER

OoF TECHNOLOGY TO THAT COUNTRY. THEY WILL BE A SET BACK TO,

COMITY AMONG NATIONS IN THE INDUSTRIAL PROPERTY‘FIELD.

HOWEVER WELL INTENDED THE PROMOTORS IN THE DEVELOPING COUNTRIES

- OF THESE REGRESSIVE-PATENT LAWS ARE, THEY REGRETTABLY ECHO THE N

'”UNFRIENDLY"CRITICS'OF'THE"PATENT'SYSTEM ITSELF IN THE UNITED "

STATES AND IN THE UNITED NATIONS WHO CAN OFFER NO ATTRACTIVE

2=
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'ALTERNATIVE WITH THE TRACK RECORD OF SUCCESS ENJOYED BY THE

MODERN NATIONAL Al

PRESIDENT REAGAN, IN A SPEECH DELIVERED TO THE WORLD

AFFAIRS COUNCIL IN PHILADELPHIA ON OCTOBER 16, 1981, JUST BEFORE

THE CANCUN CONFERENCE ON GLOBAL ECONOMIC DEVELOPMENT, SET DOWN.

BASED

COUNTRIES;
2. A DEMONSTRATED RECORD OF ACHIEVEMENT IN PROMOTING =

GROWTH AND DEVELOPMENT THROUGH THE WORLD, AND

3. PRACTICAL PROPOSALS FOR COOPERATIVE ACTIONS IN -

TRADE, INVESTMENT AND THE LIKE.

THAT THE PATENT SYSTEM ALREADY SERVES AND CAN CONTINUE
TO SERVE AS SUCH "PILLARS" FOR COOPERATIVE STRATECY FOR GLOBAL

GROWTH IS WELL DOCUMENTED.
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CONGRESS OF THE

DERATION INTERNATIONALE DES CONSEILS E

PROERTETE INDUSTRIELLE (FICIPI) IN SANTIAGO DI COMPOSTELA

SPALN, STATED:

“...THE PATENT SYSTEM, IN ITS HISTORICALLY DEVELOPED

AND CURRENTLY PRACTICED ,wqgngggrgias.

SOCIAL PROGRESS, IT MUST CERTAINLY BE CONSTANTLY

““ADAPTED TO NEW DEVELOPMENTS AND THE CURRENT STA
THE KNOWLEDGE BUT THERE 1S NO NEED FOR A BASIC REVISION,
CHANGING THE FOUNDATIONS OF THE PATENT SYSTEM ITSELF."

1 WOULD LIKE TO CLOSE ANOTHER STATEMENT OF FROFESSCR

BEIER's IN THE SAME SPEECH: =

_"TODAY MORE THAN BEFORE, ALL COUNTRIES, NOT ONLY |

2B




«2be

:
-
5
i
g

' "HAVE=THE- LEAD. IN- ALL‘ FIELDS" OF. TECHNOLOGY .:

AN INTERNATIONALYDIVISIGﬂ”OF&LABORHAND:CGLLABORATION# s

i THE PAST.™ o ~ion?

UPON-THE "TRANSFER"OF=TECHNOLOGYNO~COUNTRY ;» NOT: 5 m o7 %

EVEN.THE UNITED:STATES OR-JAPAN. OR:WEST GERMANY,: CAN: . ...~

WITHOUT: -0 oo o

IN RESEARCH;7DEVELOPMENTHANDFPRODUCTION@;ITVWILL“NOT St

BE POSSIBLE TO GUARANTEE TECHNICAL, - ECONOMIC -AND -SOCIAL -




-.lon..in technology. . I can'

ADDRESS BY:
HONORARY CHAIRMAN, MR. WARREN ANDERSON PIPA/NOV. 4, 1981

Biographical Data:

Mr. Anderson was graduated from Colgate University in 1942 with
a Degree of ABHinfChémiétryi He:also réceived: an: LLB Degree;
from Western Reserve University in 1956 and was admitted to the
New York Bar: in 1958’ I. looklupito.Mi. Andetrsonias-theé:prime:
example of what lawyers can do at Union'Carbide. Mr. Anderson
joined Union'Cirbide in:1945)and he'was élected a'Vice President
of the Coxporation in 1969, an Executive Vice President in 1973,
a DirectorﬁihZIQTA.hhéﬁbécameLBresident'éﬁdﬁChieflOperating i
Officer of fhe Corporation in January of 1977 and he was

Officer effectlve‘January 1, 1982, Mr. Anderson...

It's really a delight to be with you this morning. My role is

a gimple one -ds:you; heard: ' Tom:say; YJust. a; few words: fyrom: i«
Mr. Anderson".
We are in a changing:world. - There has been a tremendous explos—

in terms of scientific research and what s g01ng on rlght now,

and those of us who have the beneflt ‘of " a' law backgrouﬁd"recogm
nize the contribution that a Patent and Trademark Department
can make to business strategies and the success of a business
venture. 1In our company, this activity is very important in
putting together industrial growth, both here in the United
States and Abroad. A ' '
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MR. WARREN ANDERSON. .; o ooy poipross o owmwsas o e JPagesZese,

I wish you well in vour program here for the next two days.

Have a good time too while you're here in New York City.

- best, thank you very much. . .

Youtresdrving St purposetha t s Ve ry-timportant-~--Bugines e bl
don't interact; they:den't.compete, they don't serve.each . .. -

other and they re not customers and suppllers one of the

other; people are, and rt s the people in:the bu51nessid£
that' rerreally 1mportant.“'What youtdO‘Wlth-yourﬁlnteractibnsﬁﬂﬁs
here and what .you've been doingkforuthealast«elevenwyearsrﬁﬁﬁ
develops a rclatlonshlp, a personal frlendshlp, a mutual»

respect and admlratlon, one for the other, so that sofle of L

the issues that develop can be resolved*people- o—peoplex
With that klnd of lnteractlon ahd that kind of mutual respect,

I think we serve “our c0untr1es and ‘olr- companles very ‘Well!

R

I thlnk Tom Wanted e, to come. here just to see what your program

“and agenda 1ook 11ke. It s much too crowded I understand from

llstenlng thls mornlng “tHAt ‘allof the preparatlon for® thls meet-
ing is-high:quality:work:and is:work-well:done. .ALL:the-very. -




ADDRESSBY MR. S. SAOTOMFR (RECEIVER OF THE AWARD) 77/

President, ladies and gentlemen

Today, I'm invited to the. 12th. Annual Conference of this

glorious’ PIPA in’ New York, and”ﬁave“feéeiféd*thé first 7

commendatio of this Associati n}/ For me, this is't

'greateet honor and pleasure dn oy life.: And, I'm delighted

to have ‘Bu opportunity of visiting the familiar: oity OF s

New York many times end being the recipient of w and pop

:friendly American hospitality.r_,

I wonder why I:could receive the commendation of this
: Aesooiation this time, because, in the United States and

Japan, there are many excellent membere and many people whdg'
. S .

‘made great contributions to the progress of the Induetrial

Propertvayetem. .Gomparednwithmtheirtoutstandinguaohieve—t?

mmmenty'whath-hafe~done-seems to-be-insiéﬁi%ieeﬁfuﬂﬁinﬁeﬁife-5€me~www~m MR

of that; I was elected a prize winner. I think this dis a
token of your warm friendship and kind consideration to the

oldest person.

In my life, it was the greatest pleasure and luck to have

been able to have the most many excellent and familiar

friends in this country. And, at the same time, I'm extremely
sorry ‘that I lost two good friends, John Clark and John

' Shipman, who were devoting themselves to the activitiee of

- PIPA and the industrial property society.




It is owingotiormy "American friends with whom:I became:

familiar afiter -the! war:that I became.interested in.the :

~ various: matters:ion: the Ihdustrial ;Property System and:could ..

learn: how ;towith regard: thereto, = Especially; when:Lk-spent. . =

]
}
I
o
S
A
ot
b

theUnited:- States:, v

six: weeks:in: 1957 drithe: United’ Statesitatidnvitation-of:the: >

Department: '3-'0 £.:8¢ a.t:é's:,as b & "Fhada rexperiences: . strong-enou g‘n S0 o
declde the :course:of ‘my .life., v:There; T:isaw the people: go
on making refiforta: for' the: progress and the dévélopment of
their countryy:iand: imithem;T '.a_ﬂe.;lvf;:r.'.t-‘hex....f:exd.-‘st-enc'e, sof-the yn.ivs

piodeeruspirit which ithe :peoplehave:had cénstitently since i

the founding:cof: the'ic ountry, - And gL was most :-:;-:I:mprése;:ed: oy el

the situation that:sthe iTndustrial ‘Property 'Systeémivas iplaying .

onerof the most diiportant. rolesito supporit the dévelopmentiof

Since I returned home, I have been devoting myself to giving

the truednformation’ omithe 'patent sadministration inithe’

U8 hawo ‘the :Japanese ygoverument cand the industrialisocietyy:r

and:atithe.* same ctitie - to improving itherold-systeii of the:
patentibusiness havirgibeen carriediout iniJapaneserénter=
prises; by ‘means :of :ths knowlédge I Ledrn ’e’d"'f'ffrorﬁ fydur: ‘Country .

T don't sa'y- whether Japanese patent admlnistration has been

RV I T . ¢ : Bl LRI

k:now it very well Bu‘t, I think suppos:.ng Japa_nese patent l

'admlnzstration has ma.de sSome progress, :I.t is all owmg to )

your guidance and instruction.




of the group: of.T7 cotintries :requesting the: revision -ofi-zi

A::;t iclei5-A: of the ‘Paris. :Cor_i\teﬁti'on .passes ds:drafted, it::

" any means, -

. I think:that. the -United:States jand :Japan hawve .an :equal:

Today, thesIntermational Industrial :Property ‘System has:

showed marked prog—re"ss:f.-i‘ﬁ squantity . o :Buty there exist many’ s
prbblema ftdn quality. “The" biggest problemis:cthat: the: patent. v
system ‘and rthe practical -'1‘."159 ~,th‘erq’o-f-‘ which-have been mains: <«

tained for some ‘hundred -years by ithe indefatigable:assiduity: -

among the-advanced countries are now i‘a'c ed::by: the gravest o«

difficulty -in its history.:=Above sall, «if ‘the: basic piropesal:::

will sure 1¥ ,‘.-hring ~down sTuin:onthe :patent :system.. Byen:df...
" the '-s;c“ountriés;;w:l.ﬁ B r':Grouﬁ y¥ield. to .the yhal-fwa)ﬁ- lc‘omp_romifse:“_}:

. proposal ;. dit.ds ==qu':|.tewpro.b'able ;that j-:_:th’e -xc:ompir_qm‘i.s_a‘ wWLL P o

' become acsmall leak to -8ink a: g’reat ghip.: . Therefore, I would.

"like to say that we should not back down om this. problem by: -

and that we have-common:imnterests.. So, I think PIPA has: tao-;

promote the eamest activities~in one. united body, e & o B order

- .to  surmount -‘_-;the—;f_grav_e,a,t «difficulty -on this patent.systemd: i

going through th:l.s hard period, a.nd it w:l.ll "d'evelop as the

k3 N L G O SE NI R

Unitad States and J'apan.

"I thank youagam from the bottom of my heart for}rour

understanding of:the importance:of the present: :-p’at'ex’i‘-t system,: :

kindness and friendship given to me.
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.z Cloging. Address: f o

Koichi Ono
President of Japanese Group

The end:of: this!icongress is coming:y In:these’ three.days; we o8

have learned:much;

andz we.have: renewed: our, friendshipt e l-ouniy
OnmhghaLﬂyofaphexJaﬁaneseﬁGroup:andymfor%mySeLfyﬁI«shouldaimfwga

express: our: appreciation to:wour:hosts and; officers:'who made: s ;-

arrangement efi:this congress.in awmost}dignifiedfatmosphexe; LR

My feelihqs;atfthis-momentwareztoo,deepifor,meﬁto,findabutﬁ

adequate; words:; Thope:that :thesactivities: of: our: dssocis

'ationfwiilwcontinuecto:grow;ahﬁ:that:youmwiiiatontimueatqmg;

give active: cooperation. to.this: associationaisd =°;

Aandij: I hope we:are: meeting:agdain -somewhere din «Japan,: sometime:

in nextifalli

Thank:; youw: wery: much; @all of youw r:igood luck:and:good-bye:l =
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Gerald J. Mossinghoff, Commissioner:ofiPatents and Trademarks

Biogréphical'Data:

Born ‘in St.:iLouis, Missourii, Bachelor of Science:Degree:dn ;s iy
Electrical Engineering, 1957 from: Sti - LouisiUniversity:and:& #uvi
Jurisdoctorate Degree: with Honors in: 1961 from George: Washington®
University. "From 1957 and: 1961-he:was:a Patent Examiner: in:the-:
U.8. Patent:‘and: Trademark: Office. He:entered private law:=oainins

practice in: 8. Louis in 1961" and returhed:to thé: Patent: and:®

.. Trademark:Qffice-in1966: tor serveras Ditector’ of Legislative
Planning until he'leftiragain -ini: 1967 torge o NASALcHelwas noliis

serving as NASA's Deputy General: Counsel: when heswas: named:by:: [

President-Reagan:ds ‘Commissioner of:Patentsis: He took the' oathiof

that office on July 8, 1981. He has served as a membep:'ofithe i

U.5. Delegationtothe United: Nations ‘on the peacefuliuses; ofis:i:

outer space and he is a Founder and Chairman of the American

—-Institute of Aeronautics and Astronautics Technical Committee on: - mrm

legal aspects of Aeronautics and Astronautics and he is the
author of a monthly column entitled "A Lawyer's Space" in the
Journal of Astronaufics and Aeronautics. He has received NASA's
Exceptional Service Medal awarded in 1972, its Distinguished
_Services Medal in 1980, and its Medal for Outstanding Leadership
in 1981, 1In 1980 he was aiso accorded the Presidential rank of

Meritorious Executive in the Senior Executive Service.
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Congressy/I+hope thig “trip "i§ more ‘ddcdessful "than the tFip T #7947

just’ refurned ‘from,” ‘Following “a lunclieon "$péech o ‘the Aferidan ® &

Patent Taw ‘Association 'in' Washington, DiC. ) T left with “tHe

Adminhistrator ‘Of NASA, ‘dt ‘Hi§ invitdtion, t6'go to Cape canaveral
and watch the hoh latinch“of ‘SHuttle’ TT. AL thd ‘American Patént W 4
Law Association mesting in Washington,’ I gave‘a speseh wWhich T+ =

have Beer' Working' on‘over'‘the' last Hine months, T 1is "a Spsesh”

that outlinesd the' strong support of this Administration for the”

Patent and Wrademark ‘systems, Hnd T HAS Some Véry delightfuic "

parts”in’ it for ‘the Patent Bar'and £6r fndustry." At tHe end of #30

the ‘Speech ™1 “inidicated WHat ‘the Préjéctéd néw patent and " 7iI

trademaTk Feds would be . 7

.

in Washington, and left’ immédidtely 'for Cape Canaveral) sofie *°

people’ abcused me of ‘givitg the ‘spéech, ‘nnouncing thd new fdds’

and’‘getting ot of town ag fast as T could’ ms’you-€anses, I'am

fee st¥ictife is." I brought Copies of ‘that address ‘with mé:

Since'that 4ddréss tooK fe;in a reil GeHed, Hihe moRthE ot

prepars, T obviously ‘did Hot have time td prepare andther one”

betwéen Tudsday #nd today. “"6c T 'did ‘Bring that “Speech with me) "

and it wWily beavallable ‘8n theback table. o ot oed BN

Let me‘briefly Sutline Eor You wat this Addinistration {s §oing

[

L rEr e
TR

to revitalize the patent and trademark systems. First;“éﬂdxﬂ
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perhaps .as ;important as.any.other.action,. we. have; establighed.a ..

-first rate .team at.the top.levels of, the .Patent.and.Trademark ...

Office. ., Don.Quigg, who has had.a distinguished career .as Patent..,

Deputy.Commissioner. .. Rene Tegtmeyer, whom .most:.of: you know,. has .

performed superbly .as Assistant Commissioner:.for. Patents.. ..

Margaret. Laurence, Assistant Commissioner for Trademarks,, is.an;
absolutely delightful .person.. She is dynamic.and delightful. to ...
work with.and very effective .in her job...We have recently r. .. « .-

appointed .a very bright government .executive,.Brad Huther :as.

Assistant.Commissioner for Finance and Planning. ..In .turn, Brad ... .
has appointed one of the best.budget officers .in government, .Jim ...
Lynch, as the Budget Officer of the Patent Office... Believe .me,:. .-
based on my expefience in government, when you want to get

—something done,;you get; it done . .through:the-budget.; If;someone;.

wants to keep you from gettingsomething, done, they accomplish. .. .
that through the budget. . So we have worked very hard :fo get a.: ...,
strong budget office.in the Patent and Trademark Office. .We have. .

‘Mike has been an anchor around which international policy .incthe ..
area of patents and trademarks has revolved .over. the past several .,

years.  I.am very delighted .that the President recently accorded...:

.Mike the same honor that I was delighted to get two. years ago,.

”“ffHé%PfééidéntiélhRéﬁkwﬁf Meritoricug Exscutive,  Mike is ong of

- three .Department .

Commerce officials so honored; we.are, very..

proud of him.

—38r.




© I had a.law.clerk at the National:Aeronautics andSpage

When I was considered for .appointment as.Commissioner of Patents, .

Administration do.a.

‘Last year .we.received.more .than 107,000 patentrapplications;:but:.::

_search of all.the recent,articles that :has

been written. onthe stradenark.and patent.systems. :You.are .. -

probably . -familiar with .those articles.. They culminated.in:a.20: ...,
minute show put on:by NBC Magazine;.a mass media.show.which was ..
entitled either appropriately or inappropriately, "The Great

Patent Rip Off". ..It.decried. the ;state.of . the Patent.and, .

Trademark Office itself .and .its lack.of:personnel and:resources ..

to hapndle .incoming work.. It .critizedjthe.uncertainties:that

patent owners and their. competitors.face.in. lengthy:and.costly.:

patent litigation. .

scriticized the.patchwork..of. laws;and..
requ%@ﬁEQBﬁx¢h¥9H9hpu¢;$h@¢2§u@gﬁngigﬁﬁqfgqqﬁe:nmengztbgtﬁapply@?ge

to Federal ;patent policy.and to.the.allocation;ofsrights.to:

inventions resulting.from:the vast.expendituresyof the United:.

States Government in research.and. development,

In response to those criticisms, we are now actively pursuing a

fourfPQintsP%?QgﬁQﬁiﬁRnpye ithe Patent.and Trademark:Officerandazn:iw

the patent.and trademark .systems.; The .most.significant:part:from:

our point of.view  (those.of us.involved,in:running-the:Patent:and:s

Trademark Office) ,.concerns.improvements in:ithe:0fficezitself.~.

year the; 207,000, backlog.of :pending.patentiapplications:in:the:s’

Ofﬁigg ipcggggggﬂbyﬁgorogoﬁ_ Thétgﬁswgerhaps thé:most:disturbing:

.part of the backlog. 207,000 pending applications is manageable,

—3%



but*ﬂoEfWﬂeh“itﬁis#incgéaéiﬁg."”Iffiéfﬁ&ﬁaQéabié”éﬁTy'if'ifhié
decreasing. “On‘ithé 'trademarksiside; Tast yesr wé received 55,152
applicatichd, &fi' indréase of ‘about ‘6% over "thé“previoud year - i’
‘Again we @isposed of 'Iess ‘than-‘we redeived '=="487000 ‘trademark ‘o
applféaﬁibﬁs3Bfiﬁ§fﬁg*oﬁfﬁﬁéckrdgfiﬂ7ﬁaf§éfét"féﬁféﬁééfguﬁréﬁ"€§df?

116,000 pending tfademark “fédistrations; a-record highs »o

To begin to*ﬁfoﬁidé;fhé&feéauf&éé”tdﬁﬁufﬁﬁﬁﬁé&sféﬁat{éﬁchféﬁndf*f“q

the Patent?and Trademark Offife “i's ‘pérhaps “the “Snly “agency ‘on’

civilian'side“of ‘goternment 'that ‘adtually requéstéd ‘an increase’

in the Reagah Admifigtration”s budget "EHAE wert to Congress on 7 50

September '30% " Every GtHEr-agency Sufferéd at ‘Teastid Tag il #miay

acrosssthe~board ciit: " THe ‘Patént 'aHd Tradémark Office récéived 47

an incredge”6f74.8 millioA dollars "to beable £ hive 235 “hew U o

—patentekaninérs,  “With'an attritién“of 50 “patent ‘éxafiiners;
will be a net increase’thHi$‘y&ar of 185 patent éxamimers; Which ~
is about a 20% increase.

MR RIOT s Eme LUFieT W{RE AT Rer eiimir LDV OTE DL sy

Since’I first came t6 the Patent dnd Trademark Office in Mayrch, "+ 7"
even'ipriorité my’tonfimation By thé sénate And appointiient by -
the Preésident; werbégan to ‘définé “the ‘goals “We would ‘pursue &+

during:thisiAdministration, - 7In the ‘patent §idé we have &

Secretarialicommitment;-and we'just about Have lan ‘Gfficé”

Management and Budgeticommitmentito‘pursde a goabwhich we ‘dre 7 ov

TeferFitig i ts a8 PIafi 187877 " The "plan 1is not only “to 'stem ‘the -~

tide:of: theiincreasing backicg,ﬁbutﬂtéﬂredﬁ&gf%héwbéékldg“sa ERgE e
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by . 1987 the :average: tlmel s

I had EASOmeWhatfdiificultutime;convincing;Seqratany Baldrige;

who I believe -will be remembered :as.:one of ~the ‘most effective

Secretaries .of .Commerce;: that 8/87 :was::a goed plan..i:He wanted:

to know iwhy :it ;couldn’t:be :18/84, to-decrease that~time.of +oeiviii:
pendency three years earlier. I had to explainsthatithereiare 'gwon
lot of built in delays in the system, and this was very painful
for;meiﬁbécausemlgdognot:likéwdelaya; NI S S S R A N e S

I explained: to him.that when patent 'examiners-arefirstrhired;::

they are relatively inexperienced and they do notﬁproduCe%tbefwéywﬁ
they do after they are in the Office three or four years.

Exanminers arer on;:what you wouwld-refer tosas asprettyssteepiisz nz

learning curve ithedir «first’ year =in theOffideumsbany Las dns

I alisc:explained:to -him+that the patent applicatidn-backlegswasswal:
not steady-state. i:It actuallynwas,increasiﬁg;MSOutheﬁfirstithinghﬁ
we hadito:do before we icould decteasertheltime; iwolld bestorstop o
the momentumitHat is going in the wrong:direction:now; ' We fust: sl
stem the tide of the 20,000 additional cases put into the backlog

each veat:.)-iw [Hia% av o Lovvsisxs sl sstaos odd oohin dascag et o0

Finally;:patent applicdationsrstake aicértainramount’ofztifme to’
process, depending oniwhat your averageitimesis;s.Ififour’ averagesH

time of processing igasait isonow, 23 . months; theriwhentwe get’arya

—4T—



patent application it 'is going t¢ take - about that'length ‘of time
to dispose of the application. 8o, after a very long meeting &ridons

with the Secretary, probably my longest meeting, I convinced him

that 18/84 was not ‘a’good iplan. Tt was not ‘aricost beneficial: Hen
plan. ”Ifﬁwcﬁldfrequireﬁhiringﬂsdmeﬁhingﬁlike:800,®atentﬁ*ibmf'
examinérs-in ‘the ‘neéxt ‘year ‘andva ‘half, ‘and’ to-dothat “Is “Just not:oi

efficient 'management, :Secretary Baldrige agreed with vs :and worny oo

committed sto Plan:i8 /8T cmn o Tmid L Jawmiluas

On the trademark side, we are committed to what :we ‘are referring ol

to as Plan 3/13, that is, that by 1985 we will issue first

actionsu=in: three’months :and register sthe:application in am:

averageof =13 monthss ©F vaid

¥

—-These efforts: are being supported:by ‘dggressive ssteps Lo aULOMae i il .

seegoran B

the Patent and Trademankfoffiéeﬁ';Weﬁnowjhavé?aﬁfairlyrﬁwy;}ﬁ
.sophisticated system supported by a Burroughs computer; though we
haveaplansitozreplaceathatﬁcdmputer;in-twoﬁyéarscbeéauéeﬁWeuwiiIﬁ;T
-haye}SaturatédﬁitsacapacityﬁwtBy June ;I :hope that .system; both: i

on the:patent andutheatradeMarkﬂsides;-wiLL;trackmtheufldwrofh;f e

On the patent side, the system is referred to as PALM, whichsy it

stands for Patent Application Locator and Monitor, and on the

frademark §ide; 1t 1S Feferred t6 &5 TRAM; WHich i§ Trademark ~TIars

Reg@straii@nﬂﬁpplicatioanonitoring'System;swﬁoth;ofithosea1ﬁﬁﬁuﬁxq

systems should be:up and:onsline.by.nextispring.
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" Congressigave us rar unique opportunity -TastiDecdemberiinenacting i

;ﬁwhithiixbeiieveﬁyouzhavéﬁhéhrdzabdﬂt: i8ectionsad

Public Law :96=517

H
{

i
it
¢

‘
ot
i

3

{

i

.9 of Publiic: Law “96=517 requires ‘the Patentiand Trademark:Offi

to prephreﬁa?twoﬁyear‘repﬁriﬁtozCongreséﬂonﬁways*oﬁﬁautomating:”w:ﬁ
the Patent and=Trademark Office, together with atplan’forﬁacﬁionvﬁi
The first draft of that blan, 13 months ahead of time I am proud

to sayylrwas digtributed torsthe Information Retrieval :Committee gL i
the%Amefidan\P&téntwnawﬁkssocih%ionacuTheépIanmis:avaibablegto il

anyone?WhOMWanisfikvfeifﬁérT5Y5Writingltd:ﬁerdruby‘Writing.toi e

Brad :Huther in<the Office. i*Itlisa:very ‘good first:idraftl
Clearlyy it willvrequire ‘somé refinement, ‘some 'new sthinKing, some
changes;, but! I think -we ‘dré’ very ‘much “ahead rof time “on theé drafts o

our planm;which I ‘have ‘anticunced previcusly, “is “to=dependon®

those ‘people i the private and intefnational-sdctors wholape #mo5s
interested “n ithe Patent @nd Trademark-0ffice "o help us perfedt =
the plan. The automation plan is availablejand we dé’want yourooo

comments, We golicit your comments individually and also those

of youriicorpdration ior ‘your ‘association:

EE TR N O FA S s AT U SCURNNEAP I I I N B IO W SR S

This September weawardeda $575,000 ¢ontract toiput 30 téfmifals-s

in the ‘hands:of ‘the Patent ‘Examriners): “THose términalg willtbes v

- 7T

connected to @lliof ‘the ‘conmercidlly dvailable “data‘bases ifi“thé

patent fieldy ‘irncTuding theé Pergamon Videopatsearesh | tHe'

IFI/Plenum system ¢alled Clains;’ and the ‘Dérwent WorldiPatents @ i

automationy s Ttiis dbsolutely cledr to’‘me that 'if ‘we -were o

devise ‘ai'systen GfE~1 e *Erom the examniners; whén Wé deeided tHat !



the system:was perfect:zand-handed it to:the;:examiners; @t would ool

beaitotal failure! :What-we must:do is; get -theexaminers .0 nilaopy

involvediin using:this-equipment ,: perhaps experimenting withiny *o
separating:search . from-examination;> and begin to:getsa reaction . .+ b

fromnthe people:-that are.going-te be using: this:system.

OniJuly 231, signed san ragreement. ‘with -Mead Data:Central ;: which:w

will enable:patent:examinersiito use -the. Lexis terminal. -:I.do:nok i

know how many_ ofr you-insthis reom lare  familiar with =the; Lexis s,

system. ‘Ituisra:very sophisticated :legal sedrch: system comprised.;:

of »the legali:data.bases in the:United Sta-t-es-r--aaﬂdafslome; Horeign:

onesi - -Under our:coeoperative -agreement; Mead DBata will put: into:s

Lexis 50,000 :patents.in six areas, provide terminals -in :those i -

areas,.and.conduct-a.one year -full itext search to..see; what; the -zn:is

erelationship.isbetween-the:paper-search that; the examiners: now:

conduct and the Lexis;search.:@ ... : ; i

A very interesting element of-this.experiment .is - that-Mead Data:; 2o

is interested in loading these U.S. patents into its system to be

Trademark Office. . Seecondly, Mead Data -views this as @ steps:oniion

towards electronic publishing:of -scientific and:technical .=

information.generally. .

o

mosysteny rand T Trimaging nivis probably e e e Tt te T e Tar T GEREE T

patent gsystems, .is:.that . the system.is designed.for ithe people in:::

the .profession and.not to-serve-technologists:, scientists .and .y vl

—dh—
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engineers.: This move of the Mead Data .people using patents.in ...

Lexis .as.a first step-towards electronic publishing is clearly a. .

step ‘it the right directioh and could Have very dramatic Yegults,

In Septembe;v,wegqlsopawarded-a,$35q,qogggggt;gpﬁﬁtgﬁangmq;;; _;Tgﬁ
business concern in Ariington, Virginia, called ABA Incorporg;eéaF;
Under that system'ﬁerminals at the 37 U.S..Patent Depository

Libraries that.are-established in 25 states, will be connected . ..
with:theyclgssification,data~base\apdghg:eqgppnanqigraq¢g§r§f”q;¢T

Office. ' With that free on-line 24 hours a.day, the public;in . ..

those 25, states.will be.able to acquire lists:of all patents in a._
given subeclass, .to search keywords, from:the.Manual of ... ...
ClassificationnuﬁoayieW;SubGla§$€9g9£wth%xUES-ePthvtﬁuéﬂﬁﬁh€%¥c;cﬁ
hierarchical.relationship, andlui# general,.to.use.all the. . . ..
automated téols available to find out where U.S. patents are .. ...
located. That is not significant to someone who wants to search

a given subclass; it-ig-a very cumbersome.way- to.do.it. ..But at. ..

least it:is .a-first step towards our getting the.data that.we:, .. .
havein.-the :U.8. Patent and.Trademark:Office.out to.the public.

_through:curiestablished :network of Patent.Depository:Libraries, ...

The :ultimategoal,  if.-one wanﬁsgtohlook to.the distant.future,. is;

to have:completely:automated patent. searching capability in the

U.8: Patent and Trademark:0ffice:and.te.connect that capability . .

they find out the capability is there, libraries will not:.only be..

established in 25 states; they will be established in virtually




~-gsystem for-induastry:--- -5

114+

every state and in évery metropolitan ‘arda, €0 as to be abléittors iy

get “patent information. That s the First part of the Four-point: s
plan. The Patent and Trademark Office will carry out’ Plan’ 187875
in patents aﬁd Plan 3/13 in trademark and will take realistic
steps towards “an-aufomated Patent and Trademark Office by the 70
19 90'5 . EEGIE ST S

The s&cond Part 6f the four<pdint plan concerns ‘réexamination of i
patentéF&hféﬁ‘ﬁag”inéﬁféﬁﬁedfﬁndér“pubiicéﬂaW'9645£1;~meﬁ£ionéa'r?f

and Space Adfiinistration®€d Serve on Preésident Carter"s Domestic i

Policy Review for-IAdistrial  Thnovation: THe ‘réexamination -

recommendatiofi’ i 6ne of the ‘very 'positive “things that dame Sut =+ 1%

of the prévious’administraticn®s work ts improveé 'theigatent e

We have' now received’almost¥1007 Edces  for reexamination: we havés

considered 60 of“those and; of those 60,54 will bé ‘reexamined =& :

and six ‘cases’'have béen“dénied-resxamination I thifik' there are

two significant statistics with réspect fo the’almost 100 that we:

received; about one-third of those (34), are involved in

 litigation ' now’in’one“stage or ‘another in Federal District:Courty:i’

In four cases, the!reexamination was actually erdered by the: s

_District Court Judge. *Heé ordered'the people to’suspend action if.

DiSEFict " Coutt and g6 Pack €0 the Patent  dnd TTTadenark OFfide o

reéexamifiation.’ |

— 4
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Because:of: the existence of: reexamination, we are .repealing what ;.

is referred torasfthe:ﬂprotesttreissueapraptice",Orethﬁnyéﬂnaﬂ

_Amendments”,yafygrgpqe;oﬁxmy;predeceasorsﬁﬁGommissione;;Ma;ghalq

‘Rule 56:violations.. “That; we~think, is beneficial: toi induastry. o

Dannl.” #Under: the protested -reissue . practice, patents, after @q§$& -

are issued, can be: tested in the: .Patent ‘and Trademark Office..Me.. .

are repealing::those lamendments:.and:a notice -of  proposed. . ::. oo

rulemakingawillyubeﬂpublishedzvery&shortiywingtherﬁederaLrgﬁg)ﬁ;7¢3
Register;mHWEnhahdedﬂGOpiqSﬁofmthe;ﬁraft;Qﬁtfatkthﬁﬁﬂmeﬁigag Srretat
Patent Law Association:and copies: of: those..new regulations are:.... .-

availableufrdemyQofiicé;;fIfzanybodyﬁisEinterested;they;can;gg

eitheriwrite to me:ior:wWrite: to Rene:Tegtméyer.
another thing that we did at the time of our proposed repeal of
the Darnn:Amendments was .to ichande:the:duty=of-diselosure:practice:;
in the Pateént-and Trademark Office .under-Rule:56: =We did;thatminﬁg

two significant ways.: First;:we'changediit from:whatiis.referred.

v

to aslan. "interipdrted practice";.where-there:can-beiprotests and...
counter rebuttals, to. d:pure; exoparteiprotest. -If someoné. zwmis 5

alleges a dutyidéf-disclosure problem, we.will cénsider:the :

protesty ‘but:that 'is . thé last the:protestér.willihear from usa:cow:o
We will: thén correspond exclusively with therapplicant:through-ex:”

parte .practices. Thésseécond thing:we:did was to changei:the:

previousspracticeswhere werwould: strikei an:.adpplication: £or i

duty-cf-disclosure. Weiare now.going:tolreject’ claims:basged-oni::v

and to applicants: :Itvlets them:dppeal:’ duri:decision to:the: Board:t

of Appéals; and it lets thém appeal from. the Board:of: Appeals:tg:nz
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either the Distriet Court in Washington or: the Court of Customs :: -
and Patent Appeals. Prior to ‘that, the appeal was under ‘a.rather -

touqh'Sﬁandéfd”ofitheﬁﬂdministratiVerProcedureswAct;Eand Wer st e

thought that ‘it was much more appropriate to use existing appeal: .::
mechanisns, 'giving applicants ‘a chance to veview our .-
duty-of-disclosure ‘decisions.® Rule: 56 duty-of-disclosure f:: ;.
decisions will continue to be made at a very high.level -in:the; .-/
Patent aﬁ&?TfademérkTOEEice;f“I?perSoﬁa&lyﬁregard:a&legationSnoﬁw;x
fraud*as véry; very, serious.i” We want - to make:sure-that: if: there =<
are any’decisions made which:allege fraud, .thosé decisions are ;...

made by an Assistant CommissionerﬁanﬂrnotvbyaSOmeone:belothhe?jizw

Assistant Commissioner.

Underﬁthewthirdﬁpaft*of&thevfour-pointfplan,awejarefvigorously:
mwmmwmsupporting#in.tﬁe‘Administration,ﬁihéECIEationaofhaunewﬁEedeIaiﬁ xgrnmmmmmmﬁﬁm“-wn
':Cohrtjéé«Gourtxqthppeals%forqtheﬁFederal;Circuitp: This icoart : . -
would be:formed:by the merder .of -what-is:now the UiS.:Court.of. . .-
Claims with:the U8, .Court of«:Customs and. Patent Appeals. to form...
a single court-in-the District offCoiumbia;ﬁ:Iffwouldprideu
circuit;-that'isqfit¥WouldﬁphysigalIy move fromzplaceéto.placeuxqu;
Its home:office: would:-be:in.ithe Washington, D.C. area: ~That: i
Court,.in*additiOn te the jurisdiction now:handled by;the;UrS.ﬁ;wx;

Court of Claims,: would:handle:all-appeals-from:the: RPatent-and: @ ... :

. Trademark:Office: . In.addition; it would:handle all :appeals-from
—————Pigtrict-Courtsrnation~wide—in-casesiwherera patent-litigation—— ] e
formed: a:basis of jurisdiction.  One-of the most significant - -

Sections:of;thenpatent.statute;'as:éou all:know, is the section-




work which' has! been~done “{(3508Cl03) . »ThesCircdit Courtssl: =i o’

curreéntly Vary Wwidely “in their‘interpretation of ithatikeys : yri.e’

provision of ‘the ‘patent statute) :Half of sthem regard:it asiai~ =i

gquestion of ‘fact, ‘and thHeother half :regard it assaiquéstioniof =i

law. Some fedquire ‘syndrdismi: some dbfﬁotﬁféquife SYﬁergism;jiW{':&
Some cOﬁfES”strike“ddwnfﬁifﬁﬂérlﬁféVeryrpatentithatmqqmescbefbreﬂ:1
them;’ *Kfcodrt‘éitﬁingﬁinﬁﬁﬁéwMEdhﬁééﬁ;HfdrBéXampleyﬁin my thome b {
town, “the ‘& Circuit; isa very tough Court ion:patent owners. :I «i”

believe over &-20 ‘year périod d repdrishowed that! tHesAsCireuits s

Court’of Appeals-had 'struck down §2% cof thewpatents’ that came:::

example, areé"d Yot:less-demard@ingiofpaténteas  mi =i

L P R S

£ It has ‘béén ‘Hy ‘experience in®my carser working with: industry; o ov
both wheh I‘was‘in private practide aid-most recently:at- NASA, .iit
that business éxedltives ‘aré-extiémely’flexiblepedple .  They: canis

live with adversity; what they @annétsliverwith® in uncertaintyi o

' The must know which way it is going to comé out. So we believe
that by ‘éstablishing tHis fiéw court, there will'be" assingle: 71 mmi
standard 6f ‘invéntion which will- Beé-ihdérstandable to businessmen~

and their’attorneyst’ It will'be a gréat:step towards putting i v

pepty epd F 1

certainty -into the-patént gystem, 7 fomEasianol

elyabor T Fiermeieeo Bl perime | e mesmerio

We aré’pléased the'bill® (HUR: 4482):wak  réported” favorably by the "

House Judicidry’ Committed’ on’"October 14th’ahd its Senate™

countérpart-(s? 1700] was’reportéd: by’ the' Senate’ Judiciary’

A49_

before it.  Other Circuit Courts of ‘Appeal; thesFifth Court; for:n! ‘
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Committeé ion:-October 20th,, .T met -yesterday;.after: Ii;got. back.: -

from the Cape;: with :Senator Mathias. nHe tells.me we: may: be. i oo
facing a donnybrook ‘in-the :Senate. The .Bar -iis somewhat split on.. ..

the bill.: The American Patent ‘Law Associatiqn;EuPPOIts—it;vandwap;;

the Patent,wTrademarkiandngpyright'Lawgsegt;onfgitthggﬁBAg1Hmimrﬁw,

supports=ity::But the:Litigation Section:of-the American Baz.:

Associatfon:opposes:iity-and, -probably -because;they are better. .

litigatorsy they got:the:House:of- Delegates to.oppose :it.... So the, .
ABA is institutionally-opposed to.the bill :-a,l:gthqugh; -the patent ...
sideiof:the:ABA-is:in favor.of-it., The-Administration stxrongly . :.
supports: the:bill;-and.weare-just going:to have.to.watch.to.see. .

how:it goes:’ I-havera:commitment-from:.Secretary-Baldrige to help .

on behalf of the Administrationj.and:we have.a.White House
commitment to help. If there is going to be a Senate fight (and

~—we--do-not; know; if- there:is).then-we are.prepared.to-gear. .up. for.

will. be:placed;on.what.is.called: the.Consent Calendar and will . ...

-not be:involved. in:aimajor: floor fight., .

(SR LRAR wpmmoy ot

- Finally,.in the. area of.Federal patent.policy, the.fourth.area of .

the four-point-plan:we-are.pursuing;:ve strongly:support:the. bill.

written, by: Senator . Jack.Schmitt.of New:Mexico (Sall§$1Lf§n@¢QP;

 the House side, by Congressman Ertel of Pennsylvania (H.R. 4564)...

~Those bills, in summary, qu}ngxtgﬁduthe rights and privileges

7

“reontained -incPublic: Law;96+51

not only to.small businesses: and.non-profit.institutions, but to. .

all government:.contractors,:large-businesses, small businesses,. ..

=50—

wincthe-Federalypatent policyrarea—:ay

§
|
}
{
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and nonsprofit.making companies for all grants, contracts, and.

cooperative. agreements. .. .. ... ...

y supportive of ou

2

2ur

o}

efforts in enact, that greater. breadth to the Federal patent '

policy coverage of Public Law 96-517. . While I was at NASA, we

did a detailed study. of the patents that NASA owns and how those .

patents were being, commercialized. . We came out with what I

thought: was: a very discouraging report, which showed that, for

4

NASA, where the government. takes title and attempts to license

others .either exclusively or non-exclusively, .the rate of

commercialization .of contractor-developed, government-owned.

patents; .is :about 1%, . At the time we.did the study, we

ned .

1,134, patents on contractorzdeveloped ipventions, and wye could .

document only 13 cases of commercia}%zggiqgﬁogu:gf%tho§§m;,}§4: i

That is simply not acceptable in my view. On the other hand,

where NASA le fr title to, 1nven tlon g8 Wl th.acontractor, unde r the .

still applicable NASA waiver.requlations,.we.documented ver:

consistent commercialization .rates.of gbout 20%, though. the.range

was between.19%.and. . 22%... . .. . eoiocn

So the NASA data.points.tothe.fact that if you are interested in

commercialization.of. inyventions, the.way.to.achieve, that is to.. .

let the contractor,: the person who.knows what he. is.doing,, have.. ..

title.to.the invention,  While.I.was.testifying on Federal patent

poligy a.couple.of years ago,.Senatox.S chmlttaskedme wWhy I, oo:o

)
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Bypepn

“66. Tnere are’a lot of réasons} T Enink; and’

they include the fact that corporations have the marketing’ thie’ oo

production mechanisms, and they have the ability to make

judéﬁénfé“éﬁéﬁé“Wﬁﬁt“

' there is oné other p
in this room works with inventors and’ knows that''there is ‘ho mbre "
enthusiastic supportef of an invention “‘than the inventor. '

Invéntors sometimés bBecome fanatical ‘about trying to get their

,,,,,,

invention through the Corporate system and ‘iHt& the marketplace

As theéy say, eveiyoie wants to ieave a footprint, and T EWinK %

inventors like to"ledve their “footprint ‘in the "form &f a »ioi

commercialized invention. When “the ‘government takes “title ‘o a

contractotidsveiopsd "invention, R “goverinient aked EreTd avay’ O

from thé pérson most intérested in its déveldpment, namely ‘the o o

i nvento¥ i You would ot Expect it e werky fand; With regard it {h e i . e

the Niéﬁfaaéé:fitiaoééunaf“ﬁéfﬁf“E”w

Finally. et me outline bridfly Ehéffééé”éhéf We ‘are ‘proposing e
As-I haéé”inﬁiéé%ba}“%hé?Paféﬁiﬁ&ﬁa“Tfademéfk'6fffcéfﬁé§iﬁéﬁﬂoﬁlﬁf4
- spared” the dedp cuts that aré being felt thréughdit "government ‘ag -
part of President Reagan's economic recovery' program; “we ‘d&tdially’
increased ocur request for fiscal year 1982. But it did become -

| clear to ‘Secretary Baldrige, to Députy Sedretary Joé Weight fand” -

_to me, that this'was hot’sombthing we Were §oing to'bespared

~Ehrough tHE ekt bhrbe VoA rs CPErE 187 45 ot S L PraREIEE by tnE

President, &8 you know from eveiything you have réad) presstre’ -

~which we ‘totally- support &t the Patent:and Tradémark’Office; o'

Zhp—
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lower -government: 1130‘4‘.1'—':1;.3-245! R0 8 tgagn Anflat ion-.and . to l ead S.:;:?_‘?_W?' rds zgé :

balanginguquthﬂ,budgetﬂingl9&43:h?h@ﬁgr¢q9iI55md%?R‘Cgﬁé&mﬂ¥Y5.

. own::former: agency., NASA,;is going-through some very serious,:..

analyses:now to -find .out what - pr cgrams, have .to bephased ;0ut, . We .
are faCedﬁinnthenBatgntiandﬁmnedemankﬁO£ﬁ¢gevmitn'qjcgiggq@l%yﬁﬂ

choice::.we conld:either abserb :the cuts, xeduce the existing. . ...

staff (which is inadequate at its current level), and limp along.
with overpowering backlogs, resulting in something like a 300,000

applicatien backlog.in.the.next.several .years, or.we could

promiseindustry.-and.inventors a-first:class-Patent:and Txaéeméﬂ_?%

apparent;fWEechose tq‘qqmmitatqaatﬁir§t¢9¥§$§*Pat§nt;a§§iﬂuaﬂ

TrademarkéofficeﬁgandgtgnnecgmmenthoH;hg;ang;ggsﬂgrgqtly;;

increased patent and tradema:kgfees;ggg

Let me just read some of the fees that.we-are:sproposing.; I . ioomen
should say ahead of time that we have asked for an independent

audit-by:the Department:of.Commerce: Inspector G,.enera,l,,'.;s-1..Qf-_f—;‘.ce;;;f
When we beginuto discuss.(that:they:advance).these féesialnwantxywm
any argumentitosbestotally-~on:policy:and; not:on:any:idea.-that. the -
books aremnoticorteht.%'So:Wemhaveﬁaékedw£onmthefindepehdentvw;uyui
audit and:werpropose to publish:it-along:with:everything else we:::

have showing-héw:we arrived: at-the/ final-agreement- with .the: - :emn

Office of:Management-and Budget on:the’ budget  projections:for.;: ;:
1984 and:1985:s-Sosthere’is:still a’ Idttle-cautioninecessary:ii:
regardingithese:fees.:»0ne:; of: the:delightful. things:about :this i, ¢

Administration is its commitment to work with industry and with

53—
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busfnégé;“éﬁd*ﬁéﬁhaﬁe5Wdrkéd~VEfy5hafd“td*gétﬁthéﬁfeémgbhedﬁlg:wﬁuw?
formulated “s6 that “we “cowld ‘publish -t ‘at "the weéry! earliest: ‘date ] =d
' to providé indistry’ an bpportunity ito discussithe feess The fees:: o
obviously “are“going “té 'stir up-some Controversy , but T’ think: it/ ois
is appropriate“té bring “the ‘private ‘groups,’ both internatiomal® s

- and natidnal) “inté the "‘debate ‘that is going to ‘cnsie om these mew:i-

feesg th il Lt dlevel i e E ga adninaliond

With all EhoSé cavedts) ‘we ‘areé 'projecting
$3007"This I8 in my ‘Prépared ‘spedch, 86 yvou meed mot itake mokesiin
A base isBue“Fed!ill 'be $500, appéals filing $115, “a briefi$lls o

and a hearing®$100: " Pétitionsfor ‘extensions of time will .bes’

automaticy and e’ areno 16Nder  going te rexanine sthese | fHor tare hay T
‘you going to have to submit justifications!for them: i Extensions ol

7mofwtime“will“éntail"feeSMOfWSSO“for“the“first one,;$100 for -the-

In the® trademark ares aﬂfilingTfee?willﬁbéo$200$ “That givesryoui:s
registrationzand 20 years of LanhamiActiiprotection,candifor aw ol
$300' renewalsfee, you-receive:antadditional 20:yearscof Lanhams voe

Act protection}fLTheiSectiohﬁB*andvséctionblS.Affidavitsnwill beood

$1007 ¥'f: £iled separately,vand $150if=filed at thégsamewtimEE Sl

'AOppositidhs:and*cancell&tiohsﬁWiI}ﬂbeF$300yland hearingsainois sosd

_.connection:either withi oppositions; cancellationssoryappsals willio o .

be SI00 Uispatent copigs  will cosE $1T 00 tradémarkicopies +Hra

$.40pﬁdésighkbopies&$;40;“andgrebordingmannéssignmént¢%$20?ﬂi%:

-y




2008

_As. I'pointediout! t6 you;:beycnd:a ‘déubt: these newfeesiaré .going- ..

- to be controversiali:s E ‘believe:thereé jare: good reasonssto:support;:

.

Aheni,land Werrare saisking. industryistesleokscarefullyat ;thema:s We

alsdiiare’ asking tindustry storwait untiliwe:can ishow:the-budget::

projections on ‘whickhsthe ifeesrare based i sOneof sthe dangers-ef:s ol

publishingtheifees now iIsl thHatwwérarernotsin aspositionitoc: &

announce ‘presidential :decigionson thHe budget: PSoﬁwemhavngivenmww

you the bddnews srowizafd {itiwill: takeva:month-or twosbefore«we:

can giveryousthel"good news s We rare (dékifg <for peoplestozwait!

unt'iliwevaresable to<telll the good- news béfore:they:form i

positions on the new fees.

The vonly altermativé tochigheriféesiisrarséignificantlysreduceds

PTO budget /- sCiveén ~the sreducéd dppropriationsrequest. which the.wuiv

OMB “ig sprojedting 2for us for:1984=and. 1985, "givensthatiitsig 25

to 30% below 1982 appropriations; and givensthesfee!recovery: s

ratesthat ‘exist .irithe currént Public ! Daw:96=517iwe wowlkds:

simply hadvepto rreéduceéoir ataffionThé sérviceifte couldiprovidertphs

business - and "industry would totally.detefrioraté.s Aveérage 00

pendencyctimesiwould increase byimore thin twosmonths eachwyear!

and:réachwthréé iyears by 19860y 1987, ‘whefi'we would-havé a’

backlog fo£-3007000cases-in the "offices ‘Given exeessiverdelays i

in examination,:we would:be-forcedrto withdraw' from®the Patent.. & =i:

Cooperation Tréaty tosavoidigiving favored t¥eatment tovthosé:

using the Treaty over those who chosélfiotitsiuserthe Treatyis
Patent reclassification projects would be sharply curtailed if

not eliminated altogether. The trademark pendency goal which I

—55
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haveidescibedzasiPlan 3/13. by ©1985 :would become 18 by::30:by: 1987, o4
It would take 18 months toa firstexaminer!'s action-and 30 nid oo

months totregistration - or-abandonment.::And despite -benefits: from:;;

be takenrtorfurther ‘autoniate sthe:Patent:and Trademark Office. . We
could notibuy:the new computer :and.would be stﬁck;with:tthsamefuxq
computeér weﬁﬂowmhaﬁe forthe PALMrand TRAM:systems and:that svronos
computer-is«very quickly becoming overworked :and:saturated. We

demand ‘itwto-perform over 20;000:things a;day'an&;thEﬁsgsteﬁmi& B
just about to=begsaturatéd£ “We would ﬁot be:able tqcnéplaceuthatgt

main frame computer. .

The déterioration:of”services:which’I-have outlinedwould; in-my .-
view, be totﬁllyeunacceptablewbothqtokintennatLOnalxp:actit%anaragﬁ

--and-£o-UiSy rindustryvicInimestiareasy ithesnew fees-will=notrevens

keép paceswith: inflationy-the average-filing.fee;under the-- ¢

Congressional scheduleestablished~in~:1965; 1s:$85, :counting:the i

additional:claims. ~That:$85; if?merelyfprojecte&%throughwthey;f

U.8. Consumer:Price Index:torthe mid-point:of the:threeivear.feé;;+«

period;.which I..place~in 1984-becau$e the .fees will.gouintownuhnag.

effect in fiscaifyear¢19835which%beginsﬂQctober;lﬁ;1982igwouldgb@ﬁﬁ
higher: than: the: $300 fee'or $330:average.fee we .areiprojecting. . .
Similarlys;v the:$145" issue<fee averagernow-paid-under.the 1965, .- ~:

__schedule-would now.be:higher-than.our: $500 fee~if inflated by the- =

T T oS UmMe Y T P e Nl e S T EE TGS T T T T T e T T T




22

On the: trademark side, the £iling fee:iof $200: is -slightly more i ..

given' the 20 year Lanham Act protection that.a registration ... ...
affords;.weﬁdoxnbtrbelievewthatw$200£should;prpwe,prohibitive;tog;,
_prdtectia”mark”whichaby;definitidn“iS‘already_beingaused;in;,

United ‘States commerce.:: Similtarly,. the renewal fee.of $300- .51 40
amounts to $15 @ yearwtonmaintainrthat:markrundersiheﬁLanham Rety s

and we do ndtbbelievewthatashould,beﬁprohibitiwe,to aibusiness.; s .

Tn ‘the dggregate, 'given :the xratios ‘we ‘dre-recommending; the ..i s

Office will :be:58%!self-supporting-forthe three: year.cycle ...
beginnirg 'in fiscal ryear 1983;;=ThatkSwsignificantlYxbeIOWuthewfp;g
84% thathongfessfsbughtfthaChieve-whenxiteenactedathe;statutoiysf
fees :in 19650 Weiwill havermaintenance fees'which will be i i-avacs
applicable‘at the ‘old ‘raté:for three:rand.a hdlf. years after:the .-
first ‘patent:ig “issued onantapplicaticnifiled:after-December;ofii;

last year; so. it will be some time until:iwe receive:any

substantial iamount of:menéy from-mainterance feess::That will:uiron
greatly increase that 58%, but still, even in 15 years the O0ffice
will not be projected as being self-gufficient. :There:will:beisn:ir

things such as the search room, my salary, other items which will

not be paid for through fees but will continue to be paid for

through the appropriation process.

The fees we are planning will generally be in line with those
charged by other industrialized countries. I do not want to run

through the list of fees, and you are probably more familiar with

~57~
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-thqseHEEés than I “am, bﬁﬁ”inﬁmanj\casesﬂtheﬂfees=infthe:Europeané:ﬂ}.
patent “systems are ‘substantially higher: thani those: we:are:
:projectingf*givéhithe1véry?higﬁ'maintenancéifees~that;apply;?rEorsh,
example,  in West Germany; T understand ‘the mainténance fees can ..
total asfmuch?as9$101000wovér:the-lifé-df{a:patent:hqourafeESwareah;
considerably less than “the fees charged by the European: -Patent.s:::o
Office t?c'i.ffi;\'rhich fWe lare f"of‘t‘en"u'nflavorabiy ‘cecmparedy; It will cost .
an applicant in the United States aboutione-third iof drhat: it: |
‘costs an applicant in the European Patent Office, so we do not
believe wéiare gut of line with.international:practice..»Prior. -to 7
my speech!Iast Tuesday; I had already discussed the need for: o 50
higherifees informally with members of ‘the Patent Bax,; and I oo ived
'fecaiVednmiked;reactionsfasuydu'wOul&;expect;LaThe:reactionjlrf

appreciated most wasyw"What kind-of -a Patent’ and:Trademdrk Office .’

thatsqueStionﬂmust?and~Willrbe;uﬁAffirstmclass~operatiohwin:@lL-n?T

‘respects." Thatsisswhatithis country and the international . gt

community requires-and is:what werare-dedicated: to providing..- - e -

“ Thank-you® very:-much, . .0

e @@N-wWet expect - foristhe thighek fees?2W: T:believe ithat the ;answer: Lo .. ~~~'ﬂ$.um#»
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-departments,;and that ; most . U. S. corporatlons having patent
£ th

However, havzng made thl.t ( ¢
are more similarities than dlfferences “in any two such

departments

:ﬁbe respon51ble or
matters. : SERRY

-1 shall now e1a orat:f6ﬁ .each of these

forms of organlzatlon.

Centralized or Decentralized. Physically central-
ized departments perform their patent and other intellectual
property activities at a central location which employs most
or all of the corporation's patent-legal personnel, but which
may have several layers of supervision and either a regional
or product group responsibility.

—61—



~-course, - ofte

oo Physically decentralized departments locate patent
attorneys at operat1ng "divisions or installations wherever
with only a small supervisory or coordinating staff in a
headquarters patent group. It is probably fair to say that
the larger the department the more likely it will be
structured along.decentrallzed 11ne'jandwthat this form of
organization is growing. ‘For  example;- the -“Bendix Patent
Department with twenty-three professionals is physically
decentralized, performlng serv1ces for groups of divisions of
the corporatlon ;from six’ d1fferent locat1ons, Ca11fornla,

Bendix divisions near the counsel's office. One of these
locations, Michigan, not': only ‘serves divisions but also

serves. the ‘executlve offices and management °fu_th?

Corporatlon.“ It 1s here that I have my offlce

i Organlzationally, however,r

staff executive, often t1t1edHCh1ef Patent Counsel

Region or Group. MUat,U S. patent departments
whether centralized or decentralized, are' organized: ‘to’ serve
either all company units in a particular region’vgf the
country or partlcular product group units regardless of their
loéation “in- ‘the " country. ~The ‘latter- is probably the’ more
common. The centralized departments tend 'to be’‘organized
along prod lines while the decentralized departments are
more” ofte rganized along regional® lines. i There' is, of
‘a mixture of “these twd, 'ag is ‘the'case with the
Bendix patent department which has three major product groups
- aerospace—electronlcs, automotlve and’ 1ndustr1a1. ‘Bacause
our automotive and indusStrial:activities’ate’ -¢ehtered’ in the
American Midwest and our aerospace act1v1t1es in the Eastern
and Southeastern areas ‘of “ the ‘United* States) “we'vare’ both
regional and’ ‘group “ofganized, " Thus"wé’ benefit “From reduced
travel expenses typical of regional organlzatlons as well as

the ' profe551ona1 efficiencies that-accompany serv1ng related

product units.

- ""General “Counsel“or“QOther Officer. :: ’'Phe i current
trend favors-the general counsel ‘as the supervisory authority
for patent departments in the United States. Things were not
always so. Years ago when Bendix was.a much ‘smaller: company,
our pres:dent, V1ncent Bendzx, had as his almost constant
companlon and’ closé ‘advisor ‘his “patent attorney; Montgomery
W. McConkey, who often traveled with Mr., Beddixs#: Mr,
McConkey received oral invention dlsclosures from Mr. Bendix

and often ‘prepared patent appllcatlons on “the” spot" while

Oh;o, New Jersey and Maryland ~‘ogne-in the:

. three” ; e_Mldwest and’ ‘two “in “the “East.” ‘Each’'of
these locations i headed by a patent counsel responslble for
all intellectual property advice  and-service to & number '6f

IR ‘as’ dlstingulshed frome
phy51cally, corporate patent departments ‘tend strongly ‘toward
being centralized, i.e., under the ‘Supervision of ia corporate




~predecessor Thomas:J% Plante, centralized the. supe

theinventor was: occupied: with..other business Eollowxng Mr.
Bendix!- departure from- the - corporatlon. the, ps j' ]
were ~handled ~in a ‘decentralized. manner;by in house'
out=of~house: patent ‘counsel for the various dlv1510ns need1ng

the .assistance of ;a-patent: attorney.ﬂ‘Then in. the

patent “services: to - Bendix;: -changing : the
sibility of-each:Bendix :.patent attorney from S

getieral* manager;-to--himself-as—chief-pa
this! perlod however,:which lasted unti
patent “department: .reported :to:.a series. .o ‘
presidents. In some cases, the englneerlng Vice pre31dent
and iin -other cases; . someone else, .. Then early in 1970 the
patent ‘department. was ‘placed. under.. the supervision. of‘Bendlx
vice president,” secretary and general counsel whereflt has
been ever 51nce. : . . . :

C T Although there are a number of exceptlons,
belleve the tendency today.;-is. to provide - centrallzed.super*
vision f£or corporate . patent: departments under a.. ch1e
coiinsel “and:té hadve ::that :counsel.. report to ~the general
counsel of the corporation, despite the fact that the patent
department pr1mar11y serves the engineering department with
minot [~ thoiugh’ important, support -to .management and the -
technology: - licensing:cdepartment.. Recent Court . decisions
regarding’ ‘privilege :and:.the: growth in. ~importance. of - legal
departments to corporations has encouraged thig- trend,m The
desire to insure a coordlnated effort and to maximize use of
the entxre law staf hisg encouragement

& : Intermed1ate Fore an: Patent Counsel., i
today 1s, particularly:with: the: growing uniformity
appllcatlon :form- and:-substance:;encouraged . by
majot “changes: ‘in.:EBuropean : patent dawsy .. B ' )
departments: toeliminate: forelgn intermediate- counsel.between
the U.S. attorney and: the foreign:-agents.: This.has been. made
easier: by .the::increased. - number. of: ~agents .. throughout... the
industralized world  who communicate well in. Engllsh, and. the
adoption: of - English ~as: an:. actepted: language_ubefore the
EuropeaniPatent'OfficeuﬂmFurther,nitawas;notklong,agoﬁthat,;t
was ‘necessary t¢ prépare. 10 different..revisions..of-.a U.S.
application - to ‘file it in: the 10--major.. 1ndustr1a11zed
countries of the'world: Such:is: not- the . case today.-and: hence
the “intermediate™ expert atepreparing. and .. prosecuting - these
appllcatlons .is:0of: lessening importance. Furthermqre, yhen
the preparing U.S.- patentA attorney: dlalogs~ directly_;gith
foreign agents regarding ‘the :invention: and‘ its proper
description and claims, a stronger patent is obtained without
the - 1neff1c1ency, copfusion: and. mrsunderstandlng whlch often
arlse when an’ 1ntermedlary is- usedr= i N

: Nevertheless, there are: st111 departments organlzed
to ‘aseé - a forelgn ‘intermediary: éounsel; ~either-on:staff or
retained, '~ These "counsel -unquestionably: hame;a‘ffamiiiarity



w1th forexgn patent Yaws and’ have 1ong experience in .communi-:
catlng_wrth forelgn agents My own preference, however, 151

: 1" do not consider, partlcularly ‘with' the prevrously=
. mentloned movement toward’ rationalization: of . the:patent laws:
and procedures of the world, that ‘A fore1gn patent 1ega11

s ' the - prepar1ng attorney who has “an: expertlse in theﬁ
1nvent10n -and’ “the - products i* is desired to: protect:and- who
is. 1ncreas1ngly acquiring a knowledge of foreign patent- law.
We Ln the Unlted States are not as parochlal as.we once were.;

T . Noththstand1ng the above, Bend1x presently has a;
hybrld system witha foreign patent department in Paris whxch;
intermediates between the- corporation's patenti-attorneys..in
the United States and the foreign agents, However, with the;
advent of the European Patent Convention, we are training our
U. S.fattorneys to prepare the U.S. cases as .close to EPC
requirements ‘as -in’Qur .judgment wsafe:rand.-alseo : to
thereafter modify the U.S.: appllcatrons themselves for filing
wrghout forelgn agent modlflcatlon ‘in -the European Patent-
" Office, - o v . ..*-~.a~-, TR U BN :

' , As ‘an.’ a51de, you may be 1nterested to know thab-xn
a recent survey of “corporate: patent: -counsel - it; was, reported
that" the mean percentage of U S,:patent appllcatlons ‘Eiled
abroad was 45%.- & : SO pnlmy ey s e e oame e b

L1ne or Staff Llcen51ng Hanagement.: SelectiOn from:
these alternatives for the organlzatlon of corporate patent
and - technology' icensing activity:is ‘almost solely-a function
of” management 8~ viéw of the: relative: ‘importance 'to corporate
long ‘term” profzts of “a- program ‘to!zlicense: others to: use: 'the
corporatlon 8§ ‘technology.: :Some: ‘managements.eschew this
approach:- and- meet world demands:for their products: selely . by
corporate ‘sales.” Bendix“very -early -opted for the. combined
sales 'and ‘worldwide ‘technology: 1icensing. approach, which- was
encouraged because’ the -corporation was’ founded on: licenses
which” Vincent :Bendix himself - took: under .M. :Perrot's- :French.
brake patents.- Bendix-has over the ‘more. than 50 .years .of its
exrstence continued ‘the pattern established by Mr.:Bendix by
both ‘taking: llcenses -and:granting them, so. that today royalty
income “and-“licensed : product: -sales provide. 'significant
portionfof”OUﬁ*corporate'profitsi; Nevertheless, We never
. logé -gight " of :the -fact ' that our - licensing. program. is-'a
by~product -of our: ‘product: development, sales, and“patenting
program whlch 15 Bendlx' major actrvxty. T P IS

R Un1t or: Corporate Pa1d Expenses._ For over 15 years
the Bendlx patent department. has’ billed .its’ services at.:an
hourly rate to the units of the orqan1zatzon which request
its 'services. . The ‘rate :when- I.-joined :Bendix .in 1968 was
$18.75 an. “hour.'...For :the: forthcomlng fiscal: year our:-rate
will be':$60.00 -an ‘hours  :Booked: income -from .this charge “will




cover.:all . the staffrexpenSes of the patent department‘yltn

;
:
:
i
i
f

deterlorate into nothzn

‘tbe_ unét meliihg

more business:oriented: portfollo, _

provxslon made, as we have, for. obtalnlng corp rate fands €o

1nvest in valuable -inventions.of .a.unit .whose current profit
s T f

conduc1ve to akeeplng the rimpx
appllcatlon £iling foremost in o
Since::management's : pressur
dzrected toward 11con51ng

w1thout - 1 contlnuedastrong pate
1nfr1ngements -and: litigas

most medLum and ‘large -U S. ;kheir
1nte11ectua1 property legal work, except for 11t1gat1on ‘work,
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performed by n-house or’ employee ‘patent’ attorneys s ~Bendix
uses thlS £orm . of organxzatlon with® the modification’that "we
try - to place .a__ small percentage (up'to 15%) “of ‘our ‘patent
-appllcatlon f111ngs with ‘outside "(non- employee) attorneysr
This prov1des us with some’ 1oya1 and ‘educated counsel: to whom
we can. turn'in periods’ of ~overload. I 'have found that many.
corporations follow this practic “HOwever , - few ‘corporations
trust their. 11cen51ng work to outside-counsel. ' Approximately
508 of the time spent by’ the "typical™ U: S.‘corporate ‘patent
‘department is spent on U.S. and foreign -patent” ‘obtaining
activity.. In over half of these companles I estimate their
patent. attorneys spend 2 weeks or less® to ‘prepare a U, s.
applzcatlon, but tech"cal support takes an addltlonal week i

S Attornegs ‘or Management Declde on Patent Applxca—
tlons.h Whlle ‘most corporations’involve their management isome
way 1in . deCJ.dJ.ng whether or not “te £ile patent appllcatlons ‘on
inv ntlons made by - thelr employees, these ‘decisions may’ be
made 'e;ther by patent attorneys ‘who ‘management keeps
.generally 1nformed about “the ‘importance-of: various products
or “projects to ‘corporate business ‘goals;ori by a .committee
composed ‘of ‘mostly line division’ personneliwhich reviews and
records th fate of each submltted 1nvent10n dlscloSure. B

ffollows the 1atter procedure.« Each of our
liv or sy "with ' theadvice of: thé:director of
_engxneerlng and patent counsel, establlshes :an-invention:i:and
patent committee ‘whose’ purpose’ it’ is’to ‘make *decisions
regarding the protection and assertion of the:'division's
patent, trademark and trade secret rights, This committee
preferably 1nc1udes englneerrng, planning’ andmarketing
personnel, as”’ well as a “patent attorney and thegeneral
manager 'or"’ X representatxve. The comm1ttee

less often). Phone ™ conference meetlngs =(now made: much
easjer by PBX equ1pment) ‘aref encouraged srIns ‘thef*larger:
lelSlonS ‘there' may be separate ‘committees’ ~ for. simportant

product lines.” “Such™ a committée ‘provides an ‘ideal:.vehicle
for: malntaznlng good comnunlcatxon ‘Between :ithe - patent legal

staff and the dlv151on as’ well as prov1d1ng ‘the’ collectlve

_ "malntaxnlng of idess" 'as trade secrets- (3)
. the conductlng of ‘patent 1nfr1ngement, validity, novelty and
state of" the’ art’” searches, -ang” (4) ‘thei: makrng of idecisions
regardlng corporate action ' on “infringement “and:slicensing
matters’ ~- -indeed; ‘anything ™ whlch ‘needs 7 ithe coordinated
attention of 61v1510n management :and- its patent . counsel. We
feel that such division committees make -the most: cost
effective decisions regarding expenditure of money to protect
proprzetary informatioh” (remember,” Bendix . divisions are
_bllled for* their' ‘patent 'work),“ : Also, they restra1n -any

"sometlmesvonce a”month, sometimes™ once- every“'six” fontha ‘of

|
f!_



tendency of patent attorneys to . emplre build. Moreover, they
keep management inveolved: intellectual property
protection anpd ass tlon problems”thus maximizing the

51 i ' ! “anditrade secrets.

r1te dlsclosutes
for obtalnlng

englneer )
attorneys ‘mor'e easiiy’ ‘available it ginheer: part1cularly.
the most recently hired GG v lengineering
department, to assuremthat fthey. are encourageé to identify
‘80 0 ~“preséft itoiithe patent

department , ' 1 'Bendlx uses the::l
*ystem. ‘However,” 51nce we haVe, ‘invention: “and pttent
commlttees within each division”yol mlght 53y we ‘also:use:‘the

for  the members of our i ntlon and patent

of 1ntellectua1 propefty 1awd1nvoiv1ng a monopoly ‘recognized
by the Unlted States. Government - topyrlghts. Hore often,

.closely' a111ed to
trademark- . and . cop_‘ _
.department butw report dlrectly to .the

parent handles tradeﬁ "méttets'for t
This is not the case at Bendix. .
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a U.S. ¢ orporate patent department;" It 1s,1in"ﬁy opinion;

.aspects of

‘the respon51b111ty for maxlmlzlng the proprletar
- "conductlng

g -c0pyr1gﬁ

securing and maintaining. of |

ptrademark copyright and,,
: 4

EIlghtS agalnétliﬁ ring
snegotlatlng licenses &

zprov151on of a prevent1ve 1aw ]
© 1) zeducating. : company.. personn V‘,
“importance; and:proper treatment of inte
‘advising: ion - patent and .data. ¢lauses
‘kinds; (3} . admlnlsterlng an optsxde 1dea . ]
- opposing :: o . .th

inside’ oroutside
..trade .regulation

‘¢1nternat10nal 1ega1 exp,
il AWNY LS
-these . departments has ‘
preparatlon and. prose‘utlo_

ma1nta1n1ng
{2) admlnls—

for the department both w;th th

6rporat1on s''management ‘and
‘outside the corporatlon. :
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PESCRIPTION. IN. THF. .SPECTFICATION .

":"“'.:FIPHT;’Japanes'é:’:fGroup' :
Committee No.l
Group No.4
Chairman: Katsuhike Takahashi
Speaker: Katsuhik®é: Takahashi =
: Toshiharu Kawase
{4 Hiroshiy Sato
Mineo Takenaka

|

Feusund-Yanagiiarg e

SUMMERY &7 7 4anibins

A specification®is of”greét”iﬁpoftahcé torobtainia patent::
for an invention reSultlng from the efforts in research and
developmeft "afd ‘to“secire a patent protection’ for: the prodicts
of the lnventlon._
ing the spec1f1cat10ns, partlcularly the detalled descrlptlon
part ‘théreof.” We hdve“aldo cdnipared thém with’their' countérparts::
in the United States.

FiFstly, it i¥ ‘égsential“to clearly’ @éscribe’ in ‘the: 3
detailed description part in the specification what the 1nvention
is, i.e., the object, construction and effect ’(specific:advantage):

 of the invention by clarifying the technical relationship thereof

with cohsisténcyi " Sécondly;” it is" necessary” to definitely:describe
the object, construction and effect of the modes of practice Wthh
represent intérmediite’ conception’between general concept ‘of the:
invention and specific concept of the embodiment thereof so as,
to cover the éntire scopeé-of”thé’invention. Lastly, it is’ el
necessary to describe a wide variety of embodiments spe01f1cally
in detailso as 'to’cover the“entire-scope 6f the ‘invention =" e
effectlvely.

“What' is® 1mportant in the' preparatlon ‘of guch: specificatiaon
is how effectively one in charge of a patent application can
grasp an invention resulted from research ‘d@nd ‘development dand -
how the invention is described in the specification. The preu

'paration of such specification needs not only the efforts of one

in charge of a patent application, but also the cooperation of
an engineer or researcher. Furthermore,the 'guality ‘of ‘the™
specification also depends on the strategic planning or pollcy,
as well as the seleéted theme; of research’ ‘and developmént::

Espe01ally in Japan, the specification is required to
describe “'the &ffect® (sPec1f1c ‘advantage) of ‘the invention &g @uo
compared with that of the prior art. According to the U.S.
patent law and ‘the U.5.- practice, the’ spec;flcatlon Fg ot
required to describe the effect of the invention, and the .
superiority of the ‘'invention to the prior art not referred to: & 7
in the spec1flcat10n is admitted if approprlate affidavit is .
filed. 'These 'differences between Japan ‘and’ the ‘United States - wis
call for special attention.

In the United States, the specification .is. requlred to.
describe the best mode. In Japan, this requlrement is only
found: in: the:provisions .for.the form accompanying the Rules of
Practice, and failure to describe the best mode does not dlrectly

result in: the. rejection.of. the appllcatlon.l ‘This .is;.a great.
dlfference Whlch also calls for spec1al attentlon.

—gi—
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Description:inithe ;:Specification

A. INTRODUCTION
| It dis: my great ‘pleasure to give & speech as' &’ representa-ﬂﬂ“

tlve of our'51x member study group. I wish to exXpress my grati-

tude to the other members of our group for their cooperationiin.

preparlng thls report desplte ‘their .- busy llfe.f‘

The subject matter of our study 1s therr

specmflcatlon o A spec1f1catlon is an.. 1mp0rtant document Wthh

forms a: ba51s for a patent appllcatlon We read and'wrlte spec-lpf

satlsfactory SPElelcatlon

e ._ therefore: dec:.ded to study the

pecification, .,

'partlcularly the detalle';'

ike

and flnd out what A good .:5Ihithi§ oonhe

tlon, we have studled the Japanese laws ar

MCOncernlng the spec1f1catlons. ?We have lSPHFQmPﬁtedthéﬁ WithﬁL f

their, counterparts in the Unlted States.

dlsclose “Hig novel technology asQIn 1nventlon to the publlc,

give technolOglcal stlmulatlon to the 1ndustr1a1 world to promote




its technolegical:progress, .thereby.realizing industrial develops,.
ment. .The-Patent.Law grants a:patent.in.compensation, for the...

public: dlsclosu:e -0f ~the. .new technology as.an. 1nventlon.ﬁﬁ?

:The :Patent.law calls.upon the:applicant for. a patent o

A
:
{
;

_indefin'te, 1t falls to funct'on as the technlcal llterature “__:

of, to set forth the object,.

prepare aispecification dﬁsqaibinguthesenvent;onesepghz¢39;peva fii

patented, and causes the specification to be.published in.the. ..

Official Gazette in order to attain its object Acoordln 1

the spec1f1catlon functlons as a plece of technlcal llterature

by Wthh the novel technology as an 1nventlon 1s dlsclosed to

ey i

‘the publlc.:

vention specifi

IinCertificate; of=Rightr coivuniiinime o e noirssl s

- Thei Patent Lawegrantsaangegclusive:righ;nca}ledaagpatentz5ﬂ3
for a definite period:of:time in:compensation: for. the.disclosure:.:
of an invention.to the public. The Patent Law calls upon the
specification to:contain:a’ claim: or: claims: which specify: the.. -

scope of a patent. PUFSUHP?HtQTAIFicle TQ_of“the Pateqt;Lew, itw

is regu1red that the technlcal scope cf a patented 1nve tion is

determlned on the ba51s of the descrlptlon of clalm or clalmsm
contalned 1n the spec1f1catlon. Accordlngly, the spe01f1catlon,_‘

partlcularly the clalm portlon thereof functlons as a certlfl—_uw

cate of right sheweaqﬂthehteshnasa%Lﬁcopeﬁoi;empaten

Pursuant to Article 2 of the Patent Law, an inventionyiefﬁq
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‘defined'sds a’éréatién of ‘a’tééhniéal “éoncept 'based oi ‘tHé Tlaws
of natiiré. "FAs it ig immaterial, “itiis Aifficult-to expressiby .iue
words. Ther&féré; “the contents of ‘thé deétailed descriptionipart.iiu
of the spédification dre’someétimes takén into considerationin

the determination of ‘th&“techiiical scépeof & patent based on: i

the cofitents of thé“dlaim 6r claims,’ wsus @il maniss Doa | Lofoadsg

III. Object“of Examlnatlon T s

The Patent Law adopts the pr1nc1p1e’o 'aaéuﬁéﬁtaiﬁ“éQE*t

_amlnatlon,'and calls for examlnatlon of aniappllcatlon both in ©

form and substance. Examlnatlon is made to ascertaln, for ex-" "

ample, 1f"he 1nvent10n descr1 ‘1n the SpelelCa ion posses-

ses the patentable features whlch render 1t worthy of a patent

"which is an exclusave rlght, and 1f the spec1f1catlon:funct10ns

effectlvely as he technlcal llterature Wthh dlscloses

Ventlon to the publlc, e

o Accordlngly;L

""of examination. The applicant ig requirEd”tO”aEééﬁ§%%§
patent application with a specification whith’@escribes:alpaténtsy
able ‘inivention: specifically in’a’ prescribed: form] and’which'sat-
isfied ‘the requitemehts: for aniobject ofi9xamihation-£5@”f%ﬁ;

EES RN

- C._DescrfptionﬁiniaﬁspécificatiOnﬂfor4Filingiinraapan‘Vﬂ-”

I; Spec;flcat on Accordlng:t the" Paten"L

EXHIBIT I tabulates the prov151ons whlch the Patent Law,

the Rules of Practlce in Patent Cases, the Standards for Examl—jj*”

Exa 1nrng Pr bedur contaln w1th

speét“td’the;é§56£fitatiéﬁ'hh@fﬁ&“ihé’fﬁh@%idﬁé“héréinabééé””

p01nted out, and partlcularly the' detalled descrlptlbn part &

thereof

__,‘7 2 —




-Apspecification; with.a drawing if required, is_ a.docu-.

ment accompanying an application form, and 5h99l§4§9¢%9§§”th¢¢ e

~ following four .parts:(Article 36;.Section.2.0f the.Patent Law):

~Title. of ~the- Inventlon .{Rule- 24, Form 16, Remark ll),

|
3
§
o
g

"wgfclaimgor1C;aim5x&AEtiCl@sgﬁiﬁﬁegﬁiQB§v5iagg:6ﬁ°fﬁ§h§£

-SBEWIHRULeiZQPbi%i?EQrmﬁlﬁzﬁRemﬁrkdlzli?ﬁ‘

wﬁ%DEtailEdhDQQCKiPFiOQﬂQfathgwlnyggtigh Adrticle. 36,.. ... .

~xvSection 4:0f the:Law; Rule. 24, FQ?W&%@!»B@Wa¥§A}§2?

Remark 15).

Let 8, now see what the Pa@ant Law, Rules of Practlce

requlgganr

fication.

constructlon and effect f +he lnventlon

o

Law, an 1nventlon

concept based on the laws of nature. It may be an aba;;act and

ideal product of conception Whlch has not y t_matured 1nto what_

e g

can be.called technology. ..

1. sSufficiency Qﬁ;DﬁSCEiptiqnihﬁaﬁﬁﬁ

It:-iswnecessary:to:set; forth. the. object,: construction and..

effect of an invention clearly:idin relatiomn to::the; prior art. to:

the extent:;that:any. person:skilled.in the :art;.can: understand



the invention®corréctlyi“and werk it casily (Manual ‘of Exami-
ning pR5cedtive 22.01K)" "

" "fne”’ térm' "any person ‘skilled-in”the aft": féans ‘any person o}
having’ an-ordifaty  powsr of -undérstanding téclinslogy “in ithe -
field to& 'whith®the®invéntion belongs  (Standazds “£6r Examiriation
4.3.2). The term "work' theinvéntionieagily®indicatés that any
person skiiieaiiﬁﬁthe Art’can understandand | reproduce itheliin-
vention (follbw'éxperiments) corréctly iaithé light of.theitech-
nical standard existing at the time of filing of the application

(Standaraé:férEExhﬁihétibn“4ﬁ3ﬂ3Y? wad o omolrgive ol

2. Object of Inventlon

When settlng forth the object of ‘an’ 1nvent10n, 1t‘i§d

necessary to descrlbe the follow1ng {Rule 24 Form lﬁ,iﬁémérﬁxﬁﬁgj"

13(a),'Standards for Examlnatlon 5 l:JManual of Examlnlng Pro—ﬁu:%ﬂ

cedure 25.012 1(1) & (2)]:

lk'(l) Teehnlcal;fleld or the fleld of 1ndustry 1n whlch

o

'lnventlon seeks o deal withl,

(2) Prior art, and the problems involved tharein.

‘ 3f:Object of the 1nventlon,'ii ‘uthe technlcal subjects

o arlslng from the analy51s of the problems “in the" p:c:.or':f'?'E

ar

3. Construction of Invertion .77

When setting forth the construction o6f

--ig-necessary to include the- following>descriptions [Rules24;:2 . L

Form 16~ Rémark 13{b)y ‘Standards: for: Examinmation: 5323 Manual of
" Examining ‘Procedure’-25%0LA 143)5 g #(g)] o=l

(1) Description’ of ‘the ‘technital: means: contemplated:to s @il

Tt

?
|
|




. -solve ;the :technical- subjects -of the.invention, and how

- .they work .{Form.16, -Remark.13(b)];

basic data, modes of practlce (aspects of 1nvent10n),

(2) Detailed description of any such technical meags:with_;g =

. embodlments (examples),:comparatlve examp}eeZ etc. 1f

| requlred [Manual of Exaﬁlnlng Procedure 25 OlA l(4)],i:m'

and L U

:'(3) gactualldeecrrptlon‘of embodrments"con51dered to

| . brlng about the best results of the 1nventlon as cauf‘
4 klnds a8 p0551ble, w1th spec1flc flcures as requlred

[Form 16,.Remark l3(b)] _ It 15 necessary to glve a .

. w1de varlety of embodlments for representlng the en— L

tlre scope of the anentlon.wgn“ i

4., Effect of Inventlon

. When settlng forth the effect of an 1nvent10n, 1t lS L

necessary to lnclude the followzng descrlptlons._m e

A rniitd):Description .of the effects(s) produced by the features

e

. indispensable to the.invention, i.e., Fbe.fﬁgﬁﬂffél .
effect(s), obtalned exclu51vely by the 1nvent10n [Rule ;ﬁ;
24, Form 16, Remark 13(c); Standards for Examlnatlourjmrh

w4y 5.3(i); Manual of Examining:Procedure.25.01A 61,
:.The effects mean.the specific advantages of the . ..

o 1nvent10n over the prlor art.

(2) Spec1flc descrlptlon whlch prOV1des an objectlvelr_ o

, understandlng of the results obtalned by solutlonfofr

. the techulca}_subjects_of tbe 1pveutron_[Ru1e 24 Porm L
“”lﬁt Remark 13(c) Standards for Examlnatlon 5 3 (11), ~

. Manual of Examlnlng Procedure 25 OlA 1(5)]

5. Mutual Relatlonshlp of the Object Constructlon and Effect
of Invention -" :

—75—

y
!
|
‘
i

3

i
B
t

I

;

H

i



' Thé déséription®®f the ‘object; cornstruction and .effect of

an invention should be congistent ‘with .one ‘andther “(Standards for

Examindtibn 5.4) "%

IT. Dlsadvantages of aﬁ'incomplete SPeclflCatlon Sl

(l) The appllcatlon-lere]eoted 1f the 5pec1flcatlon is in-

complete, and falls to eatlsfy the requlrements of Sectlon 4 of

Article 36 of the Patent Law that the spe01f1cat10n should de-

scribe the Ob]ect“ construc fon and effect of the 1nvent10n to

the extent that any person skllled in the art can ea31ly work

the 1nvent10n (Artlcle 49 Sectlon 3 of the Patent Law) Even'

if the appllcatlon' as matured 1nto a patent the patent ‘can be
1nva11dated by trlal proceedlngs (Artlcle 123 Sectlon l of the

Patent Law). These provisionéﬁafe”fﬁténded forﬁﬁreﬁeﬁtfﬁg the

grant of a patent to an appllcatlon accompanled by a spec1f1ca-’?

tion whlch is 1ncomplete and of low quallty as a“plece ‘of tech—

nical literature orla“ééétificéée”af”figﬁt F5¢ its insuffidien
TALSEIEANEE ThE (HobRpYEtE Tad SeFPEIOR T(Standards oY Fxanivation
3.2y, ° Moreover, 51 1nCOmplete ‘Specification “i§0FLen TiKely to
' preseﬁtﬁditfiéﬁft§Liﬁﬁthéﬁ%xamidatfoﬁ:bfithé“abpfiéatioﬁ*on the
meritEfjjﬁ“}QH”ﬂi Lo

(2)  If the speeifichtion fails €6 state the ébject of the in-
vention clearly aﬁd¢eﬁffiéieﬁtiff”§ndigfﬁthefaﬁﬁifeaht”%ails to

show any substantial differenée&bétﬁéeh“theﬁohjéétﬁdfﬂtHE‘inven-

tion and’ those appearlng in the prlor art or the references c1ted

the appllcatlonﬁmay be rejected as lacklng novelty (Artldie 29,

-Section 1 of ‘the Bat h’E""L‘am”af asaosa sag.aasgmearé ié";‘...s.action

2 of‘fhé’Pafenf”téﬁi'

patent may have to be unduly narrowed 1n “a’case of 1nfr1ngement.

(37" If the spec1f1catlon falls to state the cofrtructlon of




the ‘invention:cledrly: andsufficiently,::and.if the applicant. ..

failsto -ghow cthat:ithe invention.can:be:distinguished in con- ..

stric¢tion -from itheprior art erithe-references.gited, the ap~..

pli@&tiohtmayrbééréjécteiﬁasﬁlackinguhoqeltx¢zgxﬁQe;ggqtigtguaggﬁf,

cal to-avprior:applicationi Even if any-such applieatien. has. .

matufédﬂintoHaﬁpatentyithé:patentphayﬁeasilyjbe;inf;iﬂgeqija%gqg'
the scope of the rightu.isindefinites-and it may not-be:easy.to
enférce ‘the right dgainst ithe infringer.: . . ...

(4)+ ‘If ‘the specification fails to state the effect.of the

invéntion: clearly ‘andisufficiently,: and if:.the.,applicant :fails. :

to shdw“thét?thQTinVEntiOn:can?be;diStinguishgdﬁin;effectqfrgmﬁf

the pridr ‘art;:or *the ‘references ‘cited; ~the application may-he..: s
rejectéd g's Being obvious. : Even:if tany :such.application hag. . :
matured iﬁtoﬂafpaﬁéntﬁ%itsmayﬂbe:ﬁnv&lidatedfby:trial;prqgeed:rgjﬁﬂ

ings ds aﬁiihvaiidﬁpateﬁt'for'anfobviouswinventioni.;

IIi: Court Dec151ons Concernlng Descrlptlon inoa Spec1f1cat10n

have at random plcked up ‘45 CAse&’in Wthh the ‘de="

scrlptlon ina speclflcatlon was at isside)” EXHIBIT IT “tabulites

the descrlptlons‘atwlssue S they'are ‘Yolghly classifiéa, “they ™™

consist of 31 mechanlcal and electrical cases, and 14 chemical’”

cases 1nclud1ng those concernlng ‘mataFid1g™” It”éﬁpééré”that“the"
descrlptlons in spec1f1catlons are more controver51al in mschani-

cal and electrlcal flelds

g

In“as many as about 75% of the cases, “the' point at igéuéﬁ

S I

related to the descrlptlon concernlng “the’ "constructlon of the’

invention®.  In nearly 308 of the cases, the’ descrlptlon concéra-" -

ingstﬁe— effect 6f the invention® wab at isshe.

Referrlng only to the mechanlcal and electrlcal cases, i

was in about 60% of the cases that the descriptiéﬁ'éohééfﬁiﬁé FINC

FRANKLIN Pj
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_ly work 1t and fall :to set f rth the object, constructlon

ﬁconstruétiou‘bf the Inverition".was at lissue; while in about 1.7% .-
-of the cases, thé?deséfiption“concerningTthe "effect of the :in=: ;..
ventiofi" 'was ‘at issue; ' As regards ‘the chemical-cases :(including. ..

- those concerning ‘mateérialis); “the description.of the "constructioen .

of the invéntion" was at.issue in about 75% of: the cases,.while

in sYightlyriére than 20% ‘of ‘the cases, the ‘description. concern- ..
ing the"efféct/of the invention" was:atiissuei . :#ii o peone

In the cases involving~theuCommissioner:Qf_Patentsyas:onegﬁﬁ
of the - parties, ‘the description:corcderning the "construction of ;-

the invention":was the most ¢ontroversial “issue, followed by.:the  .:

description concerning the"effect -of ~the -invention", -the -suf= -+,

“ficiendy iof description (general matter)!,. :.and:the "object of .,

the inveﬁtion?ievln*qaseswofqtnfringement,;thegdesqription}qonriwuu

cernlng ‘the *constructionof ithe~invention" was at:issue :in

almost all of thercases.  There.are:ra lot ofncases~inmwhich-it

was held . that. there was no 1nfr1ngement as a result of the llmlt—T

—.aticen.of. the 1nventlon to the scope set forth 1n the embodlment

for the. ‘reason. that. the spec1f1catlon contalned only one embOdl-

ment, or falled to deflne or explaln fully the terms used ln the_e.

claim, .

1. Examples of Court Dec151ons Cla551f1ed by P01nts at Issue

(1) Suff1c1ency of Descrlptlon‘”"
(a) It is impossible to determine what the 1nventlon 1s,u

51nce the spec1f1cat10n falls to descrlbe the 1nvent10n spec1f1-

cally to the extent that any. person skllled 1n the art can ea51— _

d

effectmofwthew1nventlon clearlyw~

51(Gyo-ke)95 of Tokyo ngh Court, De0151on No.‘53(wa9231 of

Tokyo District Court).

4l~9285rmDe0i51enmNu.__




(b): The betailed Description-of-the invention is not .suf-
ficiently .detailed: to-epable any person.skilled in the. art to... .-

work .it easily . (DecisionNe. 50(Gyo-ke) 38 of Tokyo High Court).

(2) .Object of iInvention. .

w(ar“TheﬁdbjeqtffconStruét;On;and;ett69§¢9§g29§m%ﬂvﬁﬁthﬁ;
are indefrnitq,:sinceQtheaspggifiéétiéﬁﬁféiigitgicgnFé;ﬂcégééﬁim
ficient description.of the prioxr.art:forming.the background of .o
the invention (Trial No. 41-945, and 49-950}.

¢3) Construction of Tnvénticn & oiiisen, ool inloe sy

A. ‘Mec¢hanicdl=and Electrical oo ionsil

(a) As the specification contains:only:one;. or a few.emr.. ;.

bodimentsy and fails to."d@‘SCfibe="any.‘:specifj:c modificatien that
.can bessubstituted fér:therembodiment~or embodiments;. the- seope i
of the patentiis:limited to.what:is:described.in;the.embodiment;. ..
or embodiments,. and:.the defendant's~product-does:not infringe:- ..o
the paténtafDecisiOnﬁNo: 46 (wal9630 of:Tokye:District Court,;48
(Wa)6031u®f:Tokyo:District¢€ourt,3481wamﬁ3Jfo£fToky9¢Dis¢;igt;;; i
‘Courty;::50(wa)1209«0f Osaka:Pistrict: Court, and;54(wa)2557, of: Tokyo: 4

District/@ourt) . ~ii inlo? Toa Fuool dpdi ovwdnl Do D0 fedfenon) On

k{bMﬁAs3theéspecificatiénwdescribea~thErconstructiqngpf;the

inventionvohly’in functional and:abstract! terms; the.scope.of .. : .
the patent is limited to what is specifically set forth' by way . o

of example {(Decision No. 50(wa)2564 of Tokyo:District’ .Courtj: and

EAE T

51{ne) 783~ 0f Tokye High:Court)iwu® I

@) Thé' const¥uction of theidnvention: is»indefinite, sincew:is

it is described by+ the: terms: whith: are’ notiusually: used,=or:

whichﬁéfe“uééd in different meanings: than usual’ (Decisioni No:id3:s=a
{(wa)2506 of Tokyo District Court, 46(Gyo-ke)9l of Tokvo High: . wui-r

Court, and:52(Gyo~ke)27:0f Tokyo: High' Court). -7 nuiiio it
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_the speéifitation fails tol dgscribe. thevfeatures:of the prior::

(d) “As ‘thé ‘terms ‘udéd to describe the ‘construction:of the
invention ‘dannot Be interpreted ‘in their literal meanings, the: : -
scopeWCf”ihéWﬁé%éﬂf%huéf be Iimited' to whatuiSfdeséribédrby'wayﬁfaw
of example (Decision No. 40(wa)2018 of Tokyo ‘District Courtd. (¢

(&) THE ‘construdtion “6f “the “invention i's indefinite; since
the Specificatien’fails to’déscribé 'any mode ‘of 'its operation::
(Trials N6sU 4521678 and“47<653, and Decision No :-49 (Gyo~ke) 55 =i
of Tokyo High Court). - {fnioes Gms S80ies oot Pelwt wlornyg i ol

{f} The relative positidn of the‘’eleménts constituting the
inventicn is indefinite (Decisions:Nos::54{Gyo=ke)l72:and~»51. =
{Gyvo-ke¥1l43:=of-Tokye High Court)fiams noitanihigens

dgy Thé?écopéVof thelinventionsis:limited afteyr its object;ir
and éffect hive:been’taken intorconsideration-ih the interpre-: - :=:

tationeElitss construction: (Petisions: Nos: 44.(wa)214:6f :Tokyo

Distriet:Court, and:50ine)1477 0f Tokyvo:High=Coubt)., = rmm

{h). Thé ¢onstruetionyofithe invéntion isiindefinite,!since iz

art whichiare’ pe¥tinéntito. the gist!ofzthesinvention:{Decision. wuo

No. 45(Gyo-ke)50 of Tokyp High Court, and Trial No..49=9681l)w ~uwu.d
1) The scope’ ofthelinventionsis:limited: to. what; is:shown
in the'‘embodiment, since’ itszobject:is o0ld in:the art. (Decision:.;:.;

No. &FHwayd133)™ don ollpoiy rang

B+ Chemicali -and: Materdials i
(a} The defendant‘s product does:notrinfringe the patent;..:. :;

sincexthe specification; fails:toe- disclose any modification that

can be substituted: for: the:form: shown:specifically:by-way. ofi -

trict Courit) .-

(b) Invention relating.to:a:precess ‘for:manufacturing-a . .ol

—80—

exanple:{Decisions. Nos.:43(wa)10333,and. 494xwa)8647 of Tokyo.Dis=. ;.




- Tokyo High Court, and Trial No.t47 532)

compound: It is;necessary..to.show temperature, pressure, and.

other conditions.specifically. (Decision No. 45(Gyo-ke) 75 of .

~Ag)Invention relatlng ko a, comp051tlon. The spec1f1cat10n%

_ therefore, 1t:1

nstants) i

fails toéshow any et (ph ;ntlfy ng“ther

compound shown by the general formula (Trial No. 47 2657)

(@) Invention relating to a composition: The relatlon bet—ﬁh N

ween the .essential components according to the invention and

the other components is indefinite (becision No. 51 (Gyi
(e} ‘Trvention relating to & process for manifacturing a

polymer composition: Although the qdaﬁéiiiééﬁof‘%he”éaﬁpéﬁeﬁﬁé*

in the polymer are limited to speéiffé”EAEﬁésf‘tﬁé”&ﬁé&i%iéaif?

"1nterpre ed at the quantitles we'e'determin—

ed by en ordlnary method, and the defendant s'product does not':

infringe the patent (DeCision No. 47(7)4205 of Tokyo DlStrlCt

Court) .

(f) The construction of the inventigﬁﬁigﬁindeffnité;ﬂéinée

the spe01f1cat10n falls to describe the prlor"a tfpertlnent to

the giSt of the 1nVention (De0151on No 55(Gyo—ke)199)

(4) Effect of Invention

(a) Alfﬁéﬁéﬁhtﬁé‘iﬁééntibﬁ“ié”ﬁﬁméfi&éii§ﬁrééériétéai*%ﬁet“ ks
eritical 51gn1ficance of the numerical values ‘and” the’ effect of
the numer1ca1 restrictlon are 1ndefin1te (Dec1s 46:i

(Gyo-ke) 48, 47(Gyo-—ke) 26, 50(Gyo-ke)73, and~52{yo-ke) 38 o

Tokvyo ngh'Court)

(5) “The superiority of the invention over thé prioF art

cannot ‘be °b3ECtlvely reCOgnlzed since the sPec1f1cat10n fails *

to show the fect of the 1nvent10n quantitatively De01sions
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Nos. 47 (Gyo-k&) 18 and 49(Gyo-Ke) 74 ©F Tokyo' High'Court) .

{c) Invention relating to a’ composition: The specifica= "

" tion contains so small a number Of examples that it T8 motyin oyt

¢lear whether &11 of the compounds’ of ‘the ‘general Fformila shown

in the claim ¢an prodice the alleged results of the inverntion

(Trial No. 52-14077, “and Decision No. 54(Gyo=key151 of ToKyo =~ i aiion

High Court)

and studled teach the follow1ng°

(1) . Sufflclency of Descrlptlontwu o

(a) It 1s necessary to erte a spec1f1cat10n from whlch

any person. skllled 1n the art can understand the 1nvent10n. T

(b) It is hecessary ;to. descrlbe the 1nvent10n so fully and o

spec1f1cally that any person skllled ln the art can work 1t - _Vm .

easily.

"'22) Object of Inventlon

(a) 1t 1s necessary to descrlbe spe01flcally the prlor art o

formlng the backgrOund of the 1nventlon, p01nt out the problems_“m.

of the prior art, and set forth clearly the technlcal subjectsu_

(3) Constructlon of Inventlon Vh.;
(a) It 1s necessary to descrlbe the prlor art pertlnent to

the 1nventlon and 1ts glst

(b) It is adv1sable to show as many dlfferent embodlments_'

”(examples) as p0551b1e to show how the 1nvent10n can be embodl—

~ad.

(c) When describing the construction of the invention, it
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is necessary to use the terms having clearly. established mean- .
ings in:the technical ‘fie_1;5_1;_;_\._1;0;3;\7haj_.5-:h-;_t_h__e_;-_--:'.L1;1v¢‘aunt__‘i_cg_n;_j.‘13«__;;;;3;9‘31:Lmnﬁ._s;,‘,__E

and define the technical meanings of:the. terms clearly...

(d) It is'necessary: tovdescribe:the mode of, operation of ..

the invéntion’cleéarly i addition g thercongtruction of wthewor

invention.

{e) When a compound is shown by a general formula.in a . ..

specifigation for an- invention:relating. to chemistry and mate-
rials, it is necessary to describe: data,identifving thecom- e s D

pound.

(4} Effectiof Invention:- . wis iy oo

“a)s Tts I's:necessary to' describe: the.effect of the.invention,.,.

as specifically and quantitatively as possible. L
{b) When restricting the invention numerically, -it is :neces-
sary to state specifically the criticalwsigniﬁicanqeggiﬁthe nut"”"”

merical*valuesviand;théueffectudfw;heLnumerical1£€§¢:igtiqng

(¢) In an invention relating to chemistry.ox-material, it ..

is necessary to' 'show a‘lot ofexamples: demonstrating that :the: .

compound orimaterialiraccording to-tlie invention:produces.the

effect of thesdmventionil iwavl Lo

A R S S O L

IV. Requisites to ‘an Tdeal ‘Specification '
'1'would now like to draw ‘your atteéntion ‘to BXHIBIFS Irfs o

1 to TIT-3 proposing the Fotm ‘and ‘conténts '6f “an idedl specifiz siv

cation whidh we Have ‘Worked Gut by Sinmarisifg thé Féqiifements

for a specificition by Taws 4nd dourt aebisions. I will-ext’ o o

‘plain them item by item. EXHIBIT III-4 Showing thse’ conventién<' i
al pattern of a specification (in mechanical ‘and electricai~"

Urosvisdirbow oo sl i omrid e weondier mld
field) will be dttached for éomparidon. =77 T
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1. sufficiency’ of Description”
[1] It is ‘hecessary to'write’ a specification which:iany person
~skilled in the art:can*understand: #. Ao Inninsag

[2] It is necesdary to déscribe the invention:so-fully and ::

'specificaliy“aS’tﬁ”éhaﬁleﬁanyfpeISOnbSkilled'infthe;art;tQmerk~,Vﬁ

it easily. ‘ ) TR i

2. Objedt bf Trventiow =iy

“‘ifHén ‘$etting’ forth the object of therinvention; the: fols: .. -

lowing should be ‘destribed’ in: this order:
a. Technical Field-
State the field to which the inventioh:pertains; -by::

using;- for ‘example; a ‘sentence reading:: "This:invention relates

T

BLTPrior Art v lieol o

(1) DeScription of ‘the Prior Art

Déscribe ‘specifically thel prioriartiwhich iis: most: perti- -

_nent to thé invention. &

(2y7Listing and sAndlysis: of Problems: of: Prior:Art::

Pointéout therproblems (drawbacks): of:the prior.art, n:.

analyze them from various angles, and describe the.results of .77

analysis. In this case, it _is necessary to analyze not only

the problems.of the prior art from a phenomenal and functional

viewpoint but.also the.problems in .the construction of the prior .

art disclosed as a result of such analysis.

is advisable;to describe the part of .the construction of the

prior.art.from which the problem.arises, .

o d

.In other words, it .

c. Object of Tnvention . ... ...

Describe as the object of the invention olution or

solutions to the technical subject derived from the analysis




of the problems. of.the prior art. . Ip.case the invention per-. .
tains to a field having no.prior art,.describe as the object =
of the invention the technical subject which the invention ..

seeks tonsolve.

1

!

!
i

i

T

I
i
T
r
b
H

)

J. ConStructlon oL LHVBHLLUH
Clearly descrlbe the technical means 1nd15pen able to

the solutlon of the technlcal subject of the 1nvent10n “or the_

gist thereof along w th thelr operatl N Namely,jstate the

technlcal means contemplated to solve the problems of thei”

prlor art, and more spec1f1cally, the constructlon contemplat~ﬁ

ed to overcome the problems 1nvolved in’ the ‘Sonstiictidn of the °

prior art.‘ Descrlbe the constructlon of the 1nventlon 6 defl— SR

nltely as to understandult Wlthou “taklng the descr1pt10n 6F

embodlments 1nto con51derat10n

Here, descrlbe therlnventlon ln terms of general con—

ceptlon, or in comprehen51ve terms,‘and contlnue to descrlbe

it in further detall in paragraphs f g and-h to be descrlbed

y way of modes of practlce (aspects of 1nventlon), em-

later

bodlments (examples),:modlflcatlons, etc & Av01d the expedl—k'

ent of descrlblng the 1nventlon only hy way of example by omlt-f&;:

tlng a general descrlptlon thereof ‘as shown 1n EXHIBIT III 4.

4, Effect of Inventlon (EXHIBIT iII 1 Paragraph ey’

State spec1f1cally the technlcal results produced ex-

clusively by the features 1ndlspensable to the 1nventlon.::f

Descrlbe the advantages of the 1nventlon over.the prlor art

When the spe01f1catlon contalnc embodlments,'lt is not permls—}

51ble to descrlbe the effects SPElelC to only the embodlments

as the effect of the 1nventlon, except for the case that-thenh

oy T, i ,,-,.“-J.-\.,’q

operatlon and effect of the 1nventlon are recognlzed to be o

435,



-equivaieht £6  those of ‘the embodiments. “Thé effect of ‘the in-.1:

vention must be ‘common’‘to’ all”the embodiments i

5. Construction and Effect of Tnvention

£, Description of Modes of Practice {(Aspects of Inverntion):

(1) Deecffbtiohvof*bohstfhctibn"aﬂd“OPeratiohﬁof‘ModeS“augﬁ
of Practlce:ﬁpﬁ

The mode of practlce means a. set of te hnlcal means em—

ploved for ach1ev1ng the object of the 1nventlon and whlch are

[N R

more spec1f1c than the

RN

for the constltutlon of theqlnventlon (Standards for Examlnatlon

4.2. 2) If an 1nvent10n 1s con51dered as a general conceptlon

and an. embodlment as a SpElelC conceptlon, a mode of practlce

can be 1nterpreted as an, 1ntermedlate conceptlon. A mode of

practice is covered by an 1nvent10n, and covers a plurallty of

_ernbodlments.t The descrlptlon of the modes of practlce contrl-

as many as are requlred to cover the whole scope of the 1nven—

% ;)

tlon,_along w1th the operatlon of each mode of practlce. o

(2) Descr‘ptlon of Effect of Modes of Practlce _

Descrlbe spec1f'cally the effect produced by each mode oflr

-mpractlce, 1 e.,‘the effect of the 1nvent10n comblned w1th the
effect produced exclu51vely by the mode of practlce.'

g. Descrlptlon of Embodlments (Examples)

(l) Descrlptlon of Constructlon and Operatlon of Embodlments _

An embodlment 15 more spe 1f1c and detalled than the modefyy- e

‘eatures rec1ted as belng 1ndlspensable _

|
i
:

of practlce. Descrlbe a 1ot of dlfferent embodlments SO that

they may cover the whole scopes of the mode of practlce and the' )

lnventlon, Descrlbe the technlcal means and thelr operatlon

-




specifically.::Choose;the, embodiments. considered to produce the

best results. .An embodiment is; a specific representation of the

invention,Which“QnabAQS:a?YﬁggstnISk;;;QQﬁi

work the :invention which is.a technical concept of the more ab-

stract nature;

(2} Description..of Effect Of"EmPQQ%EeHFﬁf;m;““€ ;  B

- Describe specifically the effect produced by each embo

ment, -iie.,the.combined effect of the invention, the mode of . .~

itself.

h. Description.of :0ther:Matters.as Required, .. . ..
(1) :Describesspecifically the.construction,:operation._and

effect of asymany modifications:or.substitutions as possible in,

order to:clarify:ther-boundary limits:of the.invention. . -

(2) -Add icomparative and. referential examples, if they are..

required for.the.description.of; the.invention and.the embodi

- ments thHereOfs ur soiru w0 mreaer Becins

V. Merits 6f Our’Prépoded specification ¢ v o riinos b aocis

1. Merltsofthe Spec:.f:.cat:.on 257 a’ Cartificate: of nght Srmine

UUIESE plo¥ality” of ‘mbdes' of practice and'aiplurality of

embodiments are properly’ set’ forth' in a specification) they pro=: iu

vide a“doublé“and stépwise support f6r ‘the Wwhole -techhical' 'scope

scope of “the “patenti’' Tt i3, therefore, possible ‘to preverit i
infringement; ‘and’shotld’ ahy infringemént oecur; T is possible 1.7
to avoid narrow’intérpretation’ of ‘thé technical stope ‘of the
patented” invention by likitation t&' the ‘sbodifents .

T the spedification containg’ a 1ot of ‘modes of practice

and embodiments, it is certain’ that any use of the invention i
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disclosed in dne of the modes of prattice or-émbodiménts. will: bei:m:

con51dered tc”infrlnge fhe scope ‘B¥ ‘ther patent. < If 'the specifis ioa

the 1nvent10n correspondlng ‘to any ‘s\ich ‘modification: willsbe =7
. considered to infringe the patent.
If the specification contains &' lot 'of modes of practice!’

and embodiments) it 18 possibleto ‘make the ‘§cdpe ‘6f the patent

clearer; and prevent infringemént. ' 'SHould “ady ‘infringement ‘oc- . iro

cur, it is"possiblé to mininizé thé conflicty 'sinde fit fis castera g

to determine if and where the patent is infringed. Lils
2. Merits of the Speéifféafioﬁﬂaé*éﬁ?Oﬁjécﬁibf?Examinaiionua

Even {1 f theclaims are’réjected for laék of novelty :or (1} -

‘uncbvibusness,or® for the” presernce 6f 4~ prior idpplication; there 7%«

will remain a number BE modes Bfprictice and-embodiménts to ot

which thé'$edsons’ of tejéction will hot be applicable; if ‘the (1)

specification” contains a“proper-and’spécific descriptioniof aouivioy

Aot of modes of practice and embodiments for which patent:pro- .
tection is sought. It will be:possible.to:-obtain.a patent by ..
- restricting:ithe claims)toapgveIHOP;yﬁ$b9§¢;?eméiniﬁﬂjm9@e§~9ﬁqy

practice and embodiments. . If:the.application contains a variety

of modes of:.operation representingthe.intermediate congception. . . .

‘ between. the.-invention.and .the embodiments, it

_fllctlng with. the prior art. Iff;on the other hand, the appli-

cation, falls to contain. any.. such _mode., oF practlce or. embodlme_p,w,ﬁ,

it 1s 1mp0551ble to. testrict. the.claim, and, obtaln a; patent.

ill be. possibleﬁ P

mmmmmmxhe_smmigﬁ truewpfnthewgaae 55 T wh;chman 1ssued patent is_going . .

to bewﬁnVQJAFatedubxmﬁhQ;tﬁ%@¥aPE?SQ%Q%PQE;?@?@?;Q?waewPrlg?

art, or.the .presence of a prior. application..
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If the description of the effect of the invention con- .
tains aiclear:and:specific description of the advantages of the
invention: orithe:gist ofs the invention over: the.prior.art, it is .- - -

easy té?distihguiShkthggeffeqt;pfﬁﬁheqiDY?ntionnfﬁpm;thﬂt;gﬁﬁgbgf

prior aﬁt:%pTH@féfﬁfﬁmﬁiiﬁ“'"'ftHH?PQ?&ibiEﬁ$0?avgi wrejection-

of the applicationj:oxr dnvalidation-of .any p@ﬁent‘%qsuiQQ-Eh%ﬁetﬁg‘}
from. If the specification contains:a.clear; description of the..
advantages of the modes of practice and embodiments, dit.will . be

easy to-assert the ‘unobviousness.:(Article 29, Section .2 .of .the

Patent Law) of the inventign@deﬁinedqbynthe:g@rggwgq&q%aimsy;qqd@ﬂﬁu'
obtain a patent which is strong, and will.not :easily-be.invali-

dated. rii writgoloaniis Douingngr sl To domwiaeis el somi o= pely

3. Merits of the!:Specification.as:Technical-Literature. ;

If the specification contains:a.lot of technical, infor=.
mation toﬁbffectiVeiyidisclose?the@WhOlggsqopegqfﬁtbeyinvgpﬁion}

it functions:as 'a:very useful piece, of;technical;literature. when..

laidropens fns

D. DESCRIPTION IN{A U.S5:{ PATENT; SPECIFICATION:

I. Specification According to the Laws™'

UEXHIBIT IV shows the' provisions found®in the' Uhited*States

Patent Law, Code of Federal Regulations (CFR}, and Manual oft

Patent Examining Procedure (MPEP}'in'tconhettion with’the”econ- -

tentd 854 speti eicalions”

CEpeie187 112768 the UTE. Batint  Taw (35° Ui S1C 112 Fer

quires that the &pedificatisn’ shall ﬁBn%éiﬁiﬁyaéééfiﬁﬁioﬁﬂbfﬂ%hé B

'inventién', the “manner and process of making ‘and Usifg Ft" to -

£y

enablé”éﬁyﬁpéf%oﬁoéﬁilieﬁﬁiﬁj%ﬁéuﬁrfﬁtg ﬁ&k%gahd?ﬁéey%hénSﬁﬁé%gé?b*”

and ‘the 'best mode' ¢ontémplated by ‘thé ‘invétitor of carryihy out iem
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his invertion, = ievis @in GO omatie o o gegioivcial oadi 0 5
“The Code ‘of Federal’ Regulatioins’and the! Manual:of, Patent -/ .-
Examining Procedure specify’ the form-of. the' specification;.and: .. :

the ébﬁ%éﬁt'bf?éaCHﬂbf*tﬁéHitehsxfrémingrthesspecification';gmhe P

rived from the ‘U 5. ‘Patent Lan-COdE«OfAFederalﬂRegulathnSfp%imﬁ?fUJ' .%

and Maﬁﬁaf“cf“ﬁé£éﬁtf3§aﬁiﬁfngfpracedure:'"~Jw~==nm«~ﬁ
1. Title ‘S the Invitiom= o+

“Tﬁe3£1t1év6ffthe=£ﬁveﬁtfbﬁﬁshdﬁldubeﬁstated cleardky:and.s .0

T

concisely” “toindica'te “the* 1nvent10n clalmed

2. Abstract "Gf Vthe Dlsclosure B meeide ) odnidu foeooee

This is a brief abstract of the technical disclosure in

the specificition 137 /CFR"1:72(5) “and MPER . 608:0L (b)) Fo o ivay

3. Br:.efSummaryofthe Thvention s oo mols LYoo

‘CThig“portion’6fithe “specification shodld set forth the - ;. g
background ‘of “the 1nvent10n {13 e., #ta} Fieldiof the ~Invention;
_and (b) Description of the Prior Art) and the objects and summary:.:

“of the invention.

(1) Background of the Inventioh' (MPEPS608:01(g) )

a. Field of the Invention . .

«The,technical field to which the inyention pertains should

be stated. ;...

b. Description of the Prior Art. ... .. . . .. ... ... .

This is a description of the prior art which, is pertinent

to the 1nventlon as; clalmed ~and.of which.the applicant is aware.

The problems, of the, prlor art. to be. solved

y.the invention,

e honulﬂdwalspmhe set. forth Atfc?n}&_%ofl.-,:l.s %l%o‘d‘i_r_e.?tEd‘:to the. ..

"provi91ons of-.37 CFR 1.97.

o 1.99 concernlng a prlor art state— .

ment: g0 that no. fraud may. be practlced 1n connectlon w1th the e
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applicatiom, *ui

(2) iSummary:of (the.Invention: - . .-

This is :a:more :detailed; general, exact and.comprehensive . -

description of -the invention.than.the.abstract of the.disclosure. .

The sudma;yishouldubegcommensurate With;the_inventiph_aS;olalmedtv;

and pfovideaa5sufficientasupport,thexeﬁo;lﬂ~Thexsumma;yﬁmay com- . ..

prise an:appropriate;description;of;the,ieatures,;nature,:operﬁ"ay;
ation and object of the invention. If a plurality of objects: . ..,
are stated, it is advisable to start with. the broadest; and least -
specificione, ‘andeend, with:the: narrowest and most: specific one.

4. Brief. Description ofithe . Drawings.

».When:there are-drawings,. the specification, should include . -.

a brief-description ofi the:several- views of:- the. drawings.-.-

5. Detailed:'Description’ of. the Invention,-or.the . Preferred.:. ..~
Embodlments ‘ ’

The spe01f1cat10n.sh0u1d lnclude a descrlptlon of the‘lnewLa
vention in such full clear and exact terms as to enable any.l-w'
person skilled in the art to whlch the 1nventlon pertalns, to
carry out the 1nventlon w1thout d01ng any spe01al experlment.:'
The descrlptlon should set forth all the elements of the 1nvened
tion comprehen51vely,'and also 1nclude a spec1f1c descrlptlon
supportlng the comprehen51ve descrlptlon, and a descrlptlon of:.
any equlvalent. The 1mp0rtant llmltatlons to the 1nd1V1dual -
elements of the 1nventlon, 1f any, should also be set forth
spec1f1cally S . _ o - .

The best mode contemplated by the 1nventor.of.carrylnduzrJL“
out hls 1hvent1on_must be set forth. 7 N

IT. Court Decisions Concerning Descrmtwn in a Specification .

35 U.5.C. 112 provides for. three requirements in con-
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nection with the disclosure of the invention in a patent speci— /-
fication, i.e., a description requirerérnt;“an endbleément rrequire-

ment; and’ a bedét mode requiireménti Thése requirements are of

great importancein‘a U:Si patent’application;vand:there are aii. oo

1ot of court’ decisiohs’conicériing théesesrequirements . T would r:

' now like to'discuss” the points at issuecin courtdécisionsi iva:

EXHIBIT V' ghows' a’ table’of the tourt:decisions which we have::
studied. =" .

1. Description  Requirement :

“The' is5U&s involving the-Gescription’ requdrement take-a™ . .o-=

number of different forms. Forexample;ithey ariseﬁwhenatheiwﬁ
applicant’ wishi&s to broaden orinarrow. the:scope:of thedinverition

in the eventiithg specificationsi latksia:fulltdescriptiénsofithe o

elements indispensableitto. ‘the Anvention.: :This: requlrement is t

also of great 51gn1f1cance xn lnterference proceedlngs ' I w1ll

summarlze the majcr court de01510n5 in whlch the descrlptlon

.Wrequlrement was at 1ssue.

(1) Insuff1c1ent descrlptlon of the 1nventlon. m

(2) Inablllty to broaden the sc0pe of the 1nventlon,'.

‘The sc0pe of the 1nventlon was llmlted to the descrlptlon -

in the spec1f1catlon as orlglnally flled

| (_3)“

Rt

(4) In 1nterference' .

i
.
!
E
|
|

mItewaewheld~inuinterferencemproceedihgewt'étwt—eﬁeoeti;t

£ edch ‘party t6 the int

catioh Sretos Shbild Wontain a Fu1d

description of the hattér defined by each count of the irnter-
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ference.
2. Enablement Requirement e

~The: “ré'qui;:eme_nt cof 35 U.S5.C, 112thatthespe01f3:cat10n

should includeﬁsuch@e;full;disqlpeq;ehgﬁithe_inyentiogﬁas?tp

enable any person SklllEd in the art to make and uge TEIsy es-'r

sentlally identical to what is requlred by the. patent laws 1n:u
almost all -the-other.countries.in;the.world. .Acgordingly, the

majorityfofetheﬁcou3t:deCiﬁiQﬂs deal with:the manner.or process.

‘'special issuesy o

(1) Disclosure:of:.the;Process: for Making. e Em et en

ﬁ?he,iSSUEEiCODGerniDg:tPQ.@i591Q§QFe~9f£?99a9r99955:ﬁ@r

making-the:invention: relate.to.a: disagreement between the scope

of the'invention.as claimed,.and the scope of:the: invention . ..

which- can-actually: be.carried: out.. They mainly. arise from chemi-. .

cal cases:s:

(2). Discdosure, of: the.Manner. of Using:

In the case of an invention relating to.a chemical .sub-: .

stance or a medicine, the enablement requirement-is not satis-

fied, even if the specification simply states that a.certain ...
synthetic. product:has. pharmacological: properties, .or is. .useful
as a medicine; wAadisélosunEepﬁathe+guanti£xxén@+§he.methQ@;%S}w@nn

required. o o

{3} Extent of Enablemeﬁt

In order to ascertain whether the enablement requlrement

is satlsfled ult is generally‘useful to see 1f the scope of the

) HPRY

1nventlon whlch can actually be carrled out as descrlbed in the

sgec1flcatlon 1s 1dent1cal to the scope of the 1nv ntlon

clalmeg,’ For the court dec151ons concernlng thlS aspect, see
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EXHIBIT V.
(4) Any person Skilled in the Art
"By whom shoiild’the specification be written to -be prad-
ticed? For thae court decisions Rafdlifg this’'issug,see EX=.
HIBIT V,” too. -
3. Best Mode Requirement
“rhis’ requitement has reécéntly bésoms very impértant as az.u i

result’ of the' adppeéarance of the rule c¢ohcérning the fraud onithe .| -

Patent and Trademark Office in”intef parte éasés.  Theré have  ::-

been many cases brought before thercourt as shown in EXHIBIT Vi <o
. 4. Court Decisions Classifiéd by Fields’of’Industry #uii: .
“‘We Havé picked up as many’as 58 court’ decisions-concern-

ing 3§?ﬁTSJCL“IlZT*’Wé'Héﬁé’bié%éifiéthhem~b§-fieldé*bf5indu5%4'ﬁvf
try, and'fbuhd“fhéf’67%V0f3thém,f6f 39 cases’are chemicaly while:
33% of ‘them,’ or 19' cdses dre méchani¢al or’electricali: "The ma= " =i
jority of the cases are chemical. This apparently suggests” the:
_necessity for special care in'thé preparation of specifications:

for chemical “inventions,, . fian

E. OUR COMMENTS °
‘We ‘have studied ‘the nature’ of Japanesé and:U.S:" patent: i - .

specifications’, ‘particularly ‘the ‘detailed ‘description of thei

-invention therein. I would like to summarize what we have found: i@

out.

I. Japanese Specification

1.  In Japan, it is usual to understand an invention based on

its object, construction and effect. According to the Patent Law,

the important thing is not what invention the inventor has actu='® "

ally madé,‘bu¥”65jé€£ivéi§}Lﬁﬁét*tﬁéfgﬂﬁgﬁfidh1aéé¢riﬁeaTin the

G4




clarifying the technical relationship of the object, .construc

specification: is.: Therefone,.it‘is,negessary3tg,deegribe;theﬁm_;mi

objectysconstructidn;and_effectgoﬁ;theqinvention.@eﬁiqitely;byuiiif

tion and: eéffect with.consistency. : Furnther, the specification

]
|
i

is required..to .describe. the object. construction.and effect .of .
an invention.in: contrast ito those..of the .prior, art.
2. In mechanical and-electricalicases, it .is common practice-

to omit::a- description - ef the construction of.an:inventien, -and.

substitute:aadescriptioniofkanaembﬁdiment.therefqrawﬁseewExﬁaq,
HIBIT TLI=4) It ds; however:, -necessary . to describe.the featuxres
indispensable,to:the;inventioné,oraat least the:construction...:. Py
ofxtheiqisttofﬂthe;inventionf'cleatly,along_withethei:10pe;ation;
apart . .from :the embodiment, since:in :a.case ofsinfringement,_the;ﬂqﬁ
invention ~is likely ~to be interpreted with a-narrower sgepe..:: :m--
The :specification ishould :be. prepared to.provide aﬁfU1liun@e¥7%€a:ﬁ—
standingaofutheuobjectg;eonstruqtiqn;and effect of:the-inventien. .-
even if a.description:of -the embodiment.is:not taken. into.con- i....
sideration.

3. LIt is\necessarzetoginélude-a.wéde_varietzuOf-m9§?S~9?
practice which represent aneintermédiate.COﬁG?PEiQn;;ané,a;Wiﬂe
variety of -empodiments which r%9¥%$ent;QMSPECifi91999¢?PFi§n'r59 .
that they may: provide .a double.-support for, the entire scope of ... .
the invention. It is necessary .to include an.infinite. number.of ..
embodiments.in order ;to .completely support the.entire.scope of ..
the invention. However, 1f the specification includes modes: of. ::
practice as intermediate conception, the entire scope of the in-‘b

ventlon can. be eff1c1ently supported 80 that an enforceable and

.exten51ve patent rlght can be obtalned WlthOUt unnecessary efforts.

4. It 1s essentlal to descrlbe 1n the spec1f1catlon any em-



bodiment that “the applicant intends to carry out on-a commercial.: .-

basis‘and ‘the beéét mode contemplated by the inventor of-carrying '

out the“invention.”

5. A ‘déscriptidn ©f the effect of-the ‘invention’ should: don- =i

 tain only ‘the ‘efféct ‘dérived exclusively ‘from the features in-.
dispensable to theé ‘invention dr ‘the'gist of ‘the ‘invention. . - =
670 i ITE s iadvisable ‘to describe the effects of ‘the modes of

operatién &nd- embodiments by ‘reviewing the invention from: vari-:

ous angléé,“éihcefsﬁchidéscriptionlisflikely to - turn-out. useful soix

for thé' évaluation 6f the invention for .uncbwviousness ipursuant T ::

to Section 2. of Arti¢lé 29 0f the Japanese Patent Law.

7}*i;Iﬁ”SOmé'édSeS}QJapdnése applications ‘corresponding to: UwS. o
applicatiori ‘arerejectéd assfailing “to ‘describe; or failing to &=vuix
contain é?fﬁllfdesctiptioﬁidf,ithe”eﬁféct offthe'iﬁventidn“iﬁfﬂ-ﬂ**
accordafiéewith the pféﬁisions ofiSection 4 of Article =36 ‘of “the.. '

Japéneée-patent»Léw.:fThis i8¢ due ito i the fact sthatothe basie UiSs::

“”appllcatlons ido

Patent Law does not necessarily require such description. #ilm« 7o

Japan, tﬁeﬁébééificétf6ﬁ7is*fé@hired*to”&esbribéﬁthé*éfféct‘of

the ihﬁéntibﬁ*as“béhpéféa"wfﬁhftﬁét“df'the’pribf“aft.=3Ec50rdingf7'“
to'ther;Si%@factiéé;Vthéisupefibrity=of*thé-iﬁvehtionwto the iy

~prioriart not referred to'in the'specification is admitted 4f - 7o

an épp}bpfiaté“éffidévit i-'s'1--’f'-i"l?ed”1_'(}_«4:2--‘JUS--PQIL-'IO]_-‘—)5—.--?--‘5-T‘nese'"dfirfc'-r*iv’*-E

ferences between’ Jdpan ‘and ‘the ‘United ‘States call for special <’ i

attefition

1. 0.5 Specitication

lQﬂ 'In the ‘United States, tne spec1f1catlon is requlred to'”

1nclude a dcscrlptlon of the 1nvent10n,‘the manner and processkaf‘ -

ﬁ'and the best mode of carrylng it out..d

maklng and u51ng 1’

e s e s e e i,




2.5 This disclosure’ requirement:calls .for :the due aht@ntign;;ﬁij
of Japanese companies .which.prepare :specification.in.accerdance. : ;

as @an:invention a:creation! of«a.technical: concept based.on the.

laws of:nature,: including a:concept which has mot Vet matdred;’

into what may be called technology. The U.S. PatenhaL%W'loqksgg_Jh
at an ‘invention :differently. B Although:.the U.S. Patent.law,:
does not.:contain . any definition for.the term."invention!,.it. ...

considers rthat an:invention must -be what.can be.called.tech=:: . ...

nology:. oot Lnitine P TN S

3. In the-United .States, .the best mode-:reguirement is.often. ;..

at issue in:connection with:the problem ofi:fraud in:recent:cases:
of infringement: .In ‘Japan, this requirement.isonly: found:in:.
the'prbvisiohswfor‘thé;forms accompanying the:Rules:of.Practice;
and-faiiﬁrestq”desoribé:the-best;modeadoeswnotadirectlycresuit@;ﬁuﬁ'
in the rejectionnof:the lapplication:.This isva.great.difference . :
which calls for special attentioﬁ. Lol il

4.0 We ‘must keep:it din.mind:.that the prior:art; statement.
requiredwinﬁthquniteﬁ States is‘a verys#stringent.requirement. i =i .
to ensure that. no-fraud:be practiced.on the:Pétent;andf?radema;kq;y
Office.

5.v;hThe;U]S;wCodeaoquederalERegulqtionSu(CFR)i_andfManual
of Patent Examining Procedure: (MPEP). .includercertain different; »i.
requirements«for specifications-~from-those:in:Japan. - For. example;:
the U.5. regulations irequire . thesspecification’ tosinciuderan: s vy
abstract oﬁithefdisqldsure;iandwa summary of thesinvention: which::i:

0

we do not have in Japan.

I11. Conclusion

1. It is our earnest desire to cbtain an enforceable and ex-



tensive ‘patent right ‘with'a minimum-effort..: In order to readlize !
this desire; ‘the ‘specificationis reguired to give ansefficient;:v

disclosiire “of “the wide ‘scope ‘of - the ‘invention::to. the.public,:::

and to Be sufficdient erough to overcome' the Examiner's rejections ..

and to 'sérve ‘as ‘s ¢e¥rtificate of right securing ‘the extensive::
scope"of “a patent #7Av
In‘preparing such specification, it is firstly:essential::

to clearly-d&scribés -inthe detalled . description part ofithe: .-

specification what the invention ds, 'i.e., ‘the object, rconstruction:

and effect of the invention by clarifying the technical relation=i

ship’ theresf withH-consigtency. ‘iSecondly it is ‘necessary to
definitely~describe’the ‘the object; construction ‘and effect of:

the modesiofipracticeiwhichsrdpresent intermediate conception:’:;

"so as-tocover:theientirée scope:ofithe invention. :rLiastlyy: it ds =

necessary’ to describe arwide variety of embodiments specificalkly .=

in detail so"as:topcover thelentire scope of sthe "bnverntion -

Whatiissimportant.in the preparation.of such:specification

is how: efifectively’one inicharge of a patent application.can.:i. .o

' grasptan:invention:resulted from research .and:.development and:: :
how the invention is described in the specification.
The preparation:ofiisuch specification’needs not enly the .-

-effortssofieone in:éhargeofsaipatent. applicatidon; but-also the v

cooperationrof an:enginéer:or-researcher who'isqan inventor..:i.:.:

Furthermore,: the:gualityiof the specification also :depends on..

_the;strategiciplanning or policy; asiwell ascthe:sselected: ~.oviios

theme;~ofresearch—and—development:




'donsideration when preparihqiaispécificatiOn;

2.; < have pointed out a pumber of differences in the

requirements..for. description between Japanese and U.S. specifica- .

cessary to take these differencés:

7
L4
y

help to you in your work, or when you prepare a specification

Thank you very much for you? attention.
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SEPECIEICATION 0 e

TEXHIBIT I-°

‘Patent Law Vﬂi-f:;rﬁ‘ﬁ*wﬂE

Rules of Practice

wle e

1. In general

(L) a spec1f1catlon, -with.
if Hecessary, attached
appllcatlon form sh uld se
following { A36(2) Ve T

‘1) Title of Invention

2) Claim or Claims

3) Detailed Descrlptlon of Inventlon
4) Brief Description of Drawings

(2) Detailed Description of Invention

should include the feollowing to the
extent that any person having ordinary
knowledge in the technical field to
which the invention beleongs can easily
carry out the inﬁention ( A36{(4} ):

Object of Invention
Construction of Invention
Effect of Invention

forth the

11..In general -

Cff1). A specification to be attached to

an application form’ ‘should be

. prepared according to Form 16 (R24).

{2) The cbject, construction and
effect of the invention should be
stated according to Form 16 {(R24).

2. Object of Invention

2. Object of Invention

(1) Description of problems which the
invention is intended . to sclve and
the field in which the invention. is
utilized in industry in relaticn to

the prior - art ("Form 16&; Remark-¥3(a)

}

3. Construction of Invention

3. Constructiqn'of Invention

(1) Description of meéans contemplated
to solve the problems together a
with its operaticn. ’

{2) If necessary, description of
embodiments to show how the
construction of the invention
practically works.

(3) Factual description of embodlments
considered to bring about the best
results of the invention as many
kinds as possible, if necessary,
with specific figqures.

{Form 16, Remark 13(b})

4. Effect of Invéntion

4. Effect of Invention

(1) Concrete description of specific

advantages brought out by the
invention ( Form 186, Remark 13{c) }

—-100—
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T

S PECIFICATIOCN ) EXHIBIT

-

‘Standards: for Examination .- | | Manual of Examining Procedure =

11, In genera

(1) A spegificatioil’ should “inplude:the

jci. T aqeberat i

- - L e AR ffolloWan in the order below {27: 02P)

" Relationship betweén’ aAdditional” and
., Original Applications, if applicable
I 5) Brief description of’ Draw1ngs, if

{ necessary

(2) The object, construction and effect of
. the invention should be clearly descrlbed
. in relation to the prior art to the

jlnventlon belongs R
- the teéchnical fisld’ o Wthh th

invention belongs in view of_the : { 'extent that any persen skilled in the
object, construction and effect of i art can precisely understand and easily
the invention ( 4.3.1 ) ;‘carry out the invention (22.01a)

_2). "any person . skilled in the artt-
any person hav1ng an crdlnary

power of understianding: technology
nt'on

} to the extent that any pe rs'
~~sk111ed in the art can ea511y carry
:hout the anEnth

i skllled in the art can under._and
and reproduce the invention
-{follow experlments) pree1sely in
light of the technlcal le ;
attained at the time of f;llng the

-':appllcatlon (= 4 3 3 ,):,, :

2 Object of Invention - ‘ 2 Ob]ect of Invention
(1) Descrlptlon ‘of the field in which (1) Desarlptlon of . the fleld to whlch theE
the invention is utilized in industry 5 lnventlon belongs £ 25 OlA 1.1 :

for understanding the technical . :
subjects of the invention ( 5.1 (ii)) (2) Descrxptlon -of the: technlcal subject5§
rarising: from-the: analysls af: problems i

(2} Description of problems which the i ‘involved in the prior art of the
invention is intended to solve in ' technical field to which the 1nventlo
relation to the prior art ( 5.1 (i)) belongs { 25.01A 1{2))

-

i
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i

(3) Description of technical means:....
contemplated to solve the technical
subjects of the invention together. ..
with’.its operation (. 5.2.(1));

(2} Description of embodiments(s). in, .
case the dESCrlptlon of. Constructl
of Inventlon is not made as s ;
as, that of the embod‘ment{ )

?. Construdtion: of Invention' ;i v 5

(l) Descr;ptlon of the technlcal means for
't . solving the technical subjects” of the”
' invention in a manner to support Clalm(s)
‘ { 25.01a 1(3) )
(2) Detailed description of the technical
. . means for solving the technical subjects
. with basic data, modes of practice
! { aspects of invention ), embodiments
* { examples ),comparative examples and so
.on  ( 25.01a 1(4) ) '

(3) If a starting material which is not’
; easily available is used in the
embodiment and.the like,. description
of the method for’ its ma
- the source from whlch 1t 1s obtalned.
Lo 25 OlA 4 )

4. Effect of Invention

il(1) Description of effect{s) brought out

by the elements indispensable to the
invention (specific; technical advantages
brought out excluslvely by the invention)
{ 5.3 (1) }.

(2) Description of the results obtained by
solving the technical subjects of the
invention concretely enough to understand
them objectively ( 5.3 (ii) ).

4. Effeét,ofwinvéntién‘

(1) Except for the ‘case where the cperatlon
and effect of the invention are donsidered
to be substantlally equl alent to those

) not permmsszble

2} concrete descrlptlon ‘o khe effect(s} of
the 1nventlon ( 25 OlA 1(5) ) '

3y Descrlptlon of grounds for the‘numerlcal
restriction if included in Claim({s)
([ 25.01a 3 )

5/ Mutual Relatlonshlp of ‘ths’ Objec PR
Construction and Efféct of Thvention

construction and effect- with one another

(lI“COﬁsistent'désetiptioh of ‘the; bbject,ﬁflf

i




TREND IN COURT DECISIONS

The followin§ cases are classified diffe enti§’f om th

EXHIBIT II

. shown on pages 10-14.

~Sufficiency of-
Description

in the art

enablement

“"Object of
Invention

EaehAient EYeTd T T e o A i

prior art

"L

object of invention

construction of YT Y

Invention

Tlack e 1ndlspensable e
elements S o

Ch

.. no other embodiment
";téxamle)

_in general

|~ correspondence

‘4 between

’ invention and
embodiment

...Um

Indefiniteness

terms and
definition

(o]l

g e

Effect of

=y
H
"
i

.Invention

prior art i

quantitatively

specifically

Y
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EXHIBIT II

 TREND IN COURT DECISIONS

The following cases a.x:e,:,classj._fie_d_;,gliffgxg'n;l\g__:f:roﬁt those’

"points ‘atissuve -

d Materials

‘X case. inwi lving:the Cormlss:.Oner of Patents(Court)

[ case of trial (Patent OfflCE) '

Bages L0STATT

Sufficiensy of |

i

Description

any person skilled

in the art

_enablement

Obj e

Invention

technical field
prior art

cbject of invention

i 2
lack of 1ndlspen5able 4
elemen
......... no..other embodiment
g‘us {examle)
r
-
]
%3
- in general
P ]
T w
s :
58 & z . correspondence
2 between
o invention and
9 embodiment
e
. ferms and O
def m.t:. n N
. . st 3
‘ comparison with %
; prior art
o
i og
B -+
3E
C B9 quant:.tat;.vely
PR~ I
;oM )
) sgf-.‘cifically
—foa—




T 1dist of Cases_PiéEeﬁgup

EXHIBIT II

Mechanical and Electrical

. Chemlcal and Materlals ) '

s

!
3
{

i
3
Sl
1
a
i

i

{

i

!

“NIOT”TriaI”NO.4746S3

15. 49(Gyo-ke}35 . of Tokyo High Court
16. Trial No.49<968] o

Lg 40%wa&%@l&«ofmTekyqfpistrietg¢éug;
2. Trial No.41-945 A
3. Trial No.4}-92B5 L
4, 44(wa)214 of Tbkyochstrlct Court'”
45 {Gyo~ke) 50"
Tial Wo. 55T
1;-46(Gyo—kei48
, 46(Gyo-ke)911
él 46(§a)9630 of Tokyo

of~Tokyo-ngh-courtH

4B(wa)8637 of_Tokyo sttrzct Court__w?

17. Trial No,495950
18. 50(Gyo-ke)38+uf Tokyo H
19. 50{Gyo-ke} 73 of Tokyo ng Court

26. Sl(Gyo-ke)lll of Tbkyo ngh Conrt <4 .

27.ﬁ52(Gyo ke)27 of Tokyo ngh COurt
28.552(Gyo-ke)39;ofiTokyo ngh court

29, 53(wa)9231 of Tokyo Dlstrlct Court

30. 54 {Gyo~-ke) 172 of Tokyo ngh Court

411, 54(wa) 2557 of Tokyo Distriet Court
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EXHIBIT III-1

PROPOSED PATTERN OF SPECIFICATION (Mechnical Field)

. Pattern of Specification

object of | ©

'—;Ja .TeChnlcal Fleld o

: é tbjeet & ‘Trvention

"Thls lnventlon relates to L.
rlor ATt E

<= (1) Description; of prior art I
~{2) Problems in priocr art and analy51s thereof r‘”

v solution :of problems in- constructlon andfunctlon ofprlor art

i construction |
iof Inventlon‘

a. Constructldh'qf Inventlon (X +Y + Z, glst‘* Y)'“

i Deséription ‘of the élements: (X ¥ ¥ +’Z)”indi$pensablé‘to
- the construction of 1nventlon stated An.claim .or
descrlptlon of constructlon of the glst (Y) of lnventlon
stated 1n ‘¢laim“and’ cperatlon thereof el

Effect of |

Invention

-9 Effect of Inventlon .
Descr;ptlon “Of spec1f1c advantages resultlng from the
reonstruction: andi operation of:the: elements 1ndlspensable
. ta the: 1nventlon stated 1n cl i -

.Construction
‘and Effect

of Invention

“F. 'bes;érip'tiijﬁ“of:' Asp-ect; {Tnteriedtats Condeption Of ‘Thvéntion)

(1) Description of construction
and operation of aspects ) .
(2) Description of effect of aspects
(effect of 1nvent10n and..

CREYETAE
b OLEAYHZ+EAF

Gl Description of 1 0C )
“effectandoperdtiont? | if
{those. of. invention and ..
those specific- to"”mbodiment)

G2 Description of the second embodlment

x 1+EL l+zl

construction |

x2+bl+22 effect and operatlon‘? o
T e samE"a above”) "
G3 Description'of the” third: embodlment 0y '

construction'

' effect and operatlon“h
R the ‘game ‘as- above: )

+c +z +e

construct;on 3 oyt =) l

. - ; + Sl e G [ i
x4+dl Z4+e2+fl O R P

as many embodiments as possibie, inciuding the . embodiment

considered to produce the best results

h. Description of Other Matters as Required
H1l Description of modification
(construction, operation and effect thereof}
H2 Description of substitution of element
(construction, operation and effect thereof)




EXHIBIT III-1

"“Points of Description ...

..Object of . . .|

Invention

TTBEY. The problems in- the -pricr art shall be polnted out and the

a The technical field to which the invention shall be

<emedegoribed. -
b(1l). The prlor art whlch is the most rplﬂvant to the Invention

shall ba ‘cléarly: ‘déseribed,

analysis-of--the.problems.shall be .

;
i

%
e
!
i
H
o
B
i

;
:
3

c. The problems which the inventionis ended to solve
and the' objects of the inventidn if indistrial utlllzatlon
shall be deserlbed in relatlon to the prlor art

Construction
of Invention

d. " “thé technlcai means” lndlspensable to ‘the object of‘thé

invention (solutlon ofr.the technical problems) shall be
‘goncretaly ‘described. with its econstruction or structure.
..and operation, function or motion.

If the invention relidtdés to & fechanical- apparatus - the-
. configuration and construction of each element and the
“interrelation and@ interreaction’ between: elements shall.be.
“ﬁ‘descrlbed cumprehen51Vely {izew, in: general conceptlon)

inBffectiof: ;-
~Invention

..The specific. advantages resultzng from the elements
indispensable to the invention only shall be’ ‘described ™
The effects peculiar to. modes_of pract;ce or, embodlments
jshall mot be descrlbed R

The effects viewed from“various® points shall: ‘be described.
" The~ qrounds for nnmerlcal restr;ctlon, 1f any, shalil be.

gtated . e
The effects of the lnvent;on shall be descrxbed in contrast

with those:of-:the: prlor art.

and Effect
~of “Invention

£. The intermediate conception of the inventionishall be
determined so.as.t e of thexinvention:

(spec1f1c conception) . The intermediate conception shall'he ™ i
pec1f1cally "destribed with its" constructlon, ‘operation and

effects, Both the effects of the invention and the effects ;
pediliar ‘& the “intermediata’ -coniception shall be described.

‘A variety .of embodiments: to:cover the whole“scope of the
invention shall be stated specifically and detalledly with
ditseonstruction; operation, and effects. :

The description shall be made SPeclflcally so that any
4~-person. skilled in the -art can easily carry out the invention. .
. The mode intended to be commércialized or the best mode
shall be included as the embodiment.

In the case of a mechanical apparatus, the conflguratlon
" and construction of each element, and the Lnterrelatxon and

interreaction between elements shall'be spec;flcally described.
Descripticon based on the drawings is preferred. !

.iThe description of the effects.in. the embodlment shall
include the effacts of the inventicsn, modes of pract;ce
and embod:.ments. e

'z Modifications -not described. in, embodlments and the i
substitution of each element shall be: descrlbed with the f
construction, operation and effects thereof so as to Gefine
the scope of the invention and the houndary thereof.

17—



EXHIBIT I1I-2

_PROPOSED PATTERN ‘OF *‘SPECIFIC-ATION (Electncal Fleld) S

:

..Prlor Art -
A1) Descrlptlon of pr
+:{2) Analysis of probl
s Object of - Invention ;
“The* Ob]ect of:lnventlon Technlcal subjects

. Object. of |

; = ;art Problems in. prlor art
: Inventio

ln‘prlor art -

uConstructlon of - Inventlon (x + .7 :
“Description of: construction of the glst (Y) of 1nventlon
stated in clalm and operatlon thereof :

_iConstruction ¢
‘of Invention |

: T el Effée of‘Inventxon
- Effect of. ,
Itventio

XHAYZ
X+B+Z

Constructlon

SRy +22 (2)effect and operation
-the same as above )

108



EXHIBIT III-2

 Object:of
: Invention

,technlcal fleld to wh _h the 1nvent10n pertalns

”iprlor art the; most relevant to th“l ventlon
be: described:
e ‘problems (d;sadvantaqes)
idescribed sufficiently. and, comprehen51bly'_

to show the SuperlorltY of th

n'the prlor;art shall be,
which! serve‘

‘Construetion’| - -

of Invention

H,ﬁﬁe“technlcal meéﬁsufdr solv1ng thet

lems and fhe technlcal

subject are clearly shown

”In”paragraphmdwforwunderstanding-theminventiondhsmawwhole,,ﬁ_f
the invention shall be'described'in general conception or ~
in a comprehensive expression. On the other hand, in
paragraph £, g and h, the technical means shall be described
in detail by giving modes of practice, embodiments and
modifications.

Effect of
Invention

The effects peculiar to the elements indispensable to the
invention shall be described, and the effects peculiar to
each mode of practice and embodiment shall not be described

The effects shall be described in an easily understandable T
and persuasive manner, since the description of the effects
is directly related to the judgement of nonobv10usness and
the allowability of -the application.

The results obtained by solving the technlcal subject of
of the invention shall be specifically described in an
objectively comprehensible manner.

The grounds for the numerical restrlctlon, if included in
a claim, shall be stated.

- Construction
-and Effect
of Invention

f.&
.

" attached to the embodying and modifying of the gist of the
Anvention.

" for the presence of a prior application, such claims are

The specification shall contain the modes of practice
and embodiments as many as possible to cover the whole
scope of the invention and particularly those which are
considereéd to exhibit good effects by taking into account
the breadth of conception of the invention and the possible
combinations of the elements. The importance should be

The description of each mode of practice and embodiment
shall contain the effects peculiar to the same. Then, even
if part of the claims are rejected for lack of novelty or

likely to be allowed with the result that the broad scope
of claim can be obtained. . :

—109—



“In the' case ‘of ‘the” 1nvent10n‘re1at1ng to an electrical
_c1rcu1t which is illustrated: by a-bloék dlagram, the
“disclosure of the' invéntion is''regarded-ds insufficient,

., unless the apparatus or c1rcu1t hav;ng the functlon of such

and Effect
of Invent;rn 33 Do
g(contﬂﬁ) N is required to

In thlS case, the flow chart alone

“descriﬁtiéﬁ'dfhfﬁe'1hvéntlo"' The examples applled to other
uses. shall also be’ ‘described i v

g

et e b s e



EXHIBIT TII-3

PROPOSED PATTERN OF SPECIFICATION (Chemical Field)

TUPattern of "Spe'ci fication

Ay

]
7
3
]
8
g
!

Object’of

.Invention =

. @a.. Technical Field
The invent

"B\ péscription of Prior Art i

‘reldtes to

Construction

of: Invention.

‘ Cénstrhétion*ofmlnvent_pn

General conception
Intermediate conception
Specific: conception =i

f.wExémples‘iﬁEﬁbddiﬁén%é;k7

Effect of

—H1-
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EXHIBIT III-3

Points of the Description._ | ..

a. It is usual ‘to describe the brief technical content of the invention
at the beginning of the specification. This shall give more detailed ex-
planatlon than "title of invention" so that the characterlstlcs of the
invention will be apparent to some extent, :

b &c. The problems which the 1nventlon' nded to solve and the ob-
jects of the invention in industrial utlllzatlon shall be:described:in;
- relation to the prior artkto‘Qeg;pe_;heigr;po;pa} object of the 1nventlon.

In the case of a picneer. 1nventlon w1thou; any prlor art and if so
mentloned the description of the industzial wtilization of the invention .
alone shall be sufficient.

If the invention is an improved methed, what is 1mproved over the
prior art shall be definitely stated.
. In the case of a chemically similar method to known wethods, since
‘the characteristics of the resultant. product are the most important, it is
necessary to describe in detail what .are the specific characteristics of
the novel chemical compound obtained by the invention as compared with the
known chemical compound having similar structure.

d. The technical means devised to attain the object of the invention,
‘i.e., the technical subjectin:industry:which:the invention is intended to
‘solve shall be described 5pe01flcally to define the construction of the
invention. ;

1 e. If the invention is described as:gereral:conception or ‘Tu H Compre=

‘hensive manner (for example, as shown in Markush type), operation means
‘cormon to the whole of the invention shall be generally described at first,
‘followed by the description’ tf/the:specifici.cases. ”

The construction of the invention shall be specifically described -
‘with the mention of reagents, reaction conditions, solvents, catalysts, .
;ete., to the extent that any person skilled in the art can easily carry
‘out the invention. In the invention of new use or of the composition of

a product, the proportlon of each component, the kind and quantity of ad- ="
- iditives, etc. should be described in many examples with definite wvalues .

‘or numerals, if necessary, because they are often varied:in actual use to
:meet the object. : T ‘

If the particular chemical compound is used as the starting material
‘of the invention, the method of its manufacture and its physical properties
‘({fixing means) shall be described in detail.

fi- - Next, it is necessary to describe the invention.by giving & pliftality

0f-examples.in.sufficient detail so_ that third parties can practically re-

‘produce the invention (follow the experiments). The embodiments considered
to give best results shall be stated as many/as possible with specific values,
‘if necessary. _ kinds

—iiz—




Pornts of the Descrlptlon (Cont d)“J

[E——

é important- for evaluation of the 1nvent10n.

éamlnatlon
éembodlments. TE¥Re invention ‘of! & chem1cal process 91m11ar to ‘the known

. process is exclusively characterized! by: obtaining:a novel: chemical product,:,‘¢

the features of the claimed chemical product shall be defln;tely\descrlbedn'

: Although the effect of the invention may be: descrlbed togéther w1th
f the description:of.- the object oK the. constructlon of the 1nvent10n, 1t 1s

The specific advantages ire feant by thaieffectsi which:have not béen

“obtaingd By the prior-artuntil the invention has-been-made.---The-content--

For example,
Aresult from
prlor art ar :

of the specific advantages depends on that of the 1nvent10n
in the invention of an improvement L
the dlfferences in constructlon
regarded A% the" ‘spBoific’ advantage
similar to the known proceéss; thelspegifis, propert e 7
compound, i.e., the properties not obtalnable in the chemical compound of

« the prior -art.are.regarded as. specific. advantages. ... ..~ WH.“LAQM » ,j

If the specific:advantages of the invention are those.in guality, it
is sufficient to show the distinctive quallty of the invention. However,
if the specific advantages are those in‘quantity or degree,.. 1t As. necessary
to describe on the basis of- comparatlve test data in a suff1c1ently con-
vincing manner the follow1ng mattersi- (1) the differences lie beyond the

rangée ofian experlmental -error” and (2) the differences are
unexpected. In the»case where the 1nvent10n 15 expressed as’ general o : m?

phy51ca1 propertles .of the 1nVEntan 51gn1f ’antly affect the ]udgement of
nonobv1ousness,'1t ig-ridcessary to descrlbe the specific propertles of .every
substance obtalnedrby tha+ process.fm

—113-




EXHIBIT 111-4

Conventlonal Pattern: of: SPBlelC&tlon

e L s e i % (Mechanlcal énd Electrical Fleld) ?

Object of

Iinvention

Technlcal Fleld A
The present 1nvent Vn r la

‘Description of Prior Art ; : : _
The prior:.art is. brlefly descrlbed and the problems are p01nte
-out w1thout*a dee \ana1y51s thereof.. . I

Object of Invent;on

o It 15 the object of the 1nvent10n to solve the problems 1nvolved

Construction

~of Invention

The 1nvent10n w;ll be descrlbed 1n detall w1th reference to“the'
N embodlment hereln below i : -

f Fh‘ Embod;ment (usually ‘onie embodlmentY
' Descrlptlon of’ constructlon of embodlment :
xl+al+zl

*dDéscrlptlon,of;opexatien;qumeQQimenﬁgw::e;

Effect of

-Invention

Scope of ‘disclosure in-
Specification as shown in
" EXHIBIT II-4

X+B + 2

. x2+bl+2,2 M

Scope of disclosure in Specification
as shown in EXHIBIT II-1~3




EXHIBIT IV

Patent Law

112 The specification shall contain
: - a written description of the invention
- the manner and process of making and u51ng it
~ the best mode -
in such full, clear, concise, and exact terms as to enable any person
skilled in the art to mak ‘ : A - :

‘Code “of Fedral-Regulations

71 Detailed description and spe01f1cathn of the lnventlon
(a) description of invention; dlscovery, manner’ ‘@nd process ‘of: maklng

and using it )
(b} specific embodiment,” ‘Hode” 6f operatlon, "Prindiple U
{c) specific improvement

72 Title and abstract T
{a) title of the inventiochn ™~
(b} brief abstract of the technical disclosure

73 Summary of the 1nventlon‘n
‘ nature, substance, stater

f ob_']ect- T et

74 Reference to Drawings

77 Arrangement of application
{(a) title of the invention
{b) abstract of the disclosure
{(c) cross-references to related applications
(d) brief summary of the invention
(e) brief description of the several views of drawing
(£f) detailed description :
{g) claim or claims
{(h) signature

78 Cross-references to other applications

79 Reservation clauses not permitted
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608.01

"608.01(a)

608 Discleosure

specification

“Arrangeme 1 P

Manual of Patent Examining Procedure

(a) title of the invention
{(b) cross-references to related application
{(c} Dbackground of the invention
s field of “theinvention o -
2, description of the prior art

_{8)  summary of the invention .

() description, of the preferred embodiment (s)
(q) claim(s) IRl g St S A e T
{(h) abstract of the disclosure

+608.01(b). , Abs

608.01(c)  ; Backgr
608.01(d)  Brief Summary of Invention =
608.01(?) Brief Degscription of Draﬁ'n S
- ‘665551(5;”"”5;£;i
608,01 (h) Mode of Operaﬁyyy
608.0L(i) Claims ..

e




EXHIBIT V¥V .

Points at Issue & Court Decisions

l
(l)

(CcPA 1973) .
{:(2) Inability to broaden the:Scope;ofiInventiem:so: s

55 17849 USPQ: 620 (CCPAI1973):

In re:Smithaion:
T LT78vrUSPRa 279 (CCPA 1973):

In re:Smythe«

ifT'Inventlon e
101, {CCPA_1958). .
;oIn{resSmith ¢, i b0 LT 679 (ccpa 1972)

In re Lukach< "0 3471699 USPQT {7955+ (CCPAAOTLY): 7

l§(3) Inablllty to. jnarrow, th'
é In re RUSChetta g

[(4) Description Requirement in interference
: Fields:V:.Conover:i 1707 USPQ: /276  (CCPA 1971): st

et

é. Enablement Requlrement ; . g
(l) Dlsclosure of method for,manufacturlng o
Ex parte Schwarze 151 USPQ::426 ::(PiO.BdiApp::1966) :
Hérr V. Wettstein” ?‘140 “u | (P.O.Bd.App. 1964) |

%(Z}JDlsclosure of . met od formu51ng;
' .In.re Schmidt- 57153 USEQ =640

EX- parte' Hageman *°

O CCPAz Y967 ) i
{P.0O.Bd. App. 1973}
In re Johnson 316 (CCBA19€0) 5T
In;;edééraﬁé; ... 166 T {CCPA 1970)
Ex parte Pross 0
Parkérgv.gﬁiel i "
Carter ~:Wallace,: dnc.:Vi'Daris - Edwards
D USPQ.v 65+ (EwDuN.¥u& 1972)

| . In°re’Diédrich '”USPQ 1128 (CCPA 1963)
1i | Lafon V. Zin USPO, 442 (L0 B It 1964)
{

;

H

Phamacal Corpis

In re Hitchings 144 USPQ 637 (CCPA 1965) ;
_Mgnmremgglkersmmuwwwwl45@mUSPQ%M390WW{CCPAM19654Mmmmmwmwf

In re Ghiron 169 USPQ 723 (CCPA 1971)

Ex parte Gottzein les UspQ 176 (P.O.Bd.App. 1971)

| =117~



Points at Issue & Court Déc1516h§“’ R B

2.

41y

Enablement R qulrement (Cont d)

."lT?i“ySbe'264 (CCPA 1973)""
““166 “vspg " 552 (ccPA 1990)°"
“"“169 useg "367 (ccea 1967)°
°“ 169" “USPQ " 429 (CCPA1971)"

Roblns‘f

In re Fouche =

Any person!skillediinitheart: nsbzond e L 5l?§
In re Fishe¥ . OL216607USPRT. 18 (CCPA/1970) = =T :
V169 USPQY 7597 (CCPAL9T7L) we ol

Ansul Company, V. Unlroyal, Inc. ... i e
T 169 USPQ 759'(2nd Clr 19711 T

Caldwell v aThe Unlted States - w1
A 5159%:USPQY . 44 (U.S.CtiClsyv1972)

179:0S8PQ: 1286 (CCPA:1973)::

In re Miller ..

In re! Brandstadter:

8.

SRS 5 9 T cJ =N = 9 =Y 0 ) o 1= cHSURI
_Carter - Wallace Inc._vm_Rlverton Labs

Monsanto:¥V. Rohm &:-Hass%Co

Best Mode Reguirement: o
In re.Gay 907 Vi1359:2USPQY. 311«CCPAI1962)
s Lo . B 1 4 = ¢ TR R R B (CCPA 1972)

BUSPQ 656 (2nd . Cir, :1970)

N T Uspb"129 (3rd Clr. 1972)
International Nickel Co. Inc V. United States

175.:7USPQ* 209 (U,8:Ct c15f1972):§>§-

Sylgab Steel:and Wire Corp. ViiImoco —-:Gakewdy:Corp. :
. - 8. USPQ- . 22 AN,D,ITT, 1973) i

Labs Ltd V 'R K Laro 'Company
‘ ‘ #135:208P0QY - 11 (ELDLPa. 19623

13740 USPQ. »693. i(3xd) ¢ir. 196390

Dale Electric, Inc. V.. R{C.L: Electronics:Inc,: meil
o ' 180 USPQ - 225 (lst ClrﬁJ 973)

_ﬁunlon Carblde%Corp

V. Borg Warner Corp..
193 USPQ‘ 1 (Gth" i

r. 1977)

~118~—




......Speaker: Donald M. Sell
Sed 3 Aa FLEE I 3M CoﬁlpanY

o
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:be:ﬂﬁﬁ%gﬁﬁ%tates Patent and Trademark Office
{PTO) adobted a series of rule changes designed, hopefully, to
"improve the quality and re]jabf11%§“35¥5i§§ﬁéd U.S. patents.

These rule changes and the Patent Office procedures for coping

with the changes are set forth in Chapter 2000, "Duty of

Disclosure; Striking of’ A:

Examining Procedure (MPEP)

January -1981.
Foremost among these changes were a speiling out of
'prior art disclosure requirements and the duty of candor with’
respect thereto of applicants and their attorneys, 37 CFR §1.56,
and the so-called Dann Amendments comprising (1) a change in the
-reissue rule, specifically the éddition of part (4) to 37 CFR
§1.175(a) to allow a patentee aware of‘prior art or other informa-
tion relevant to patentahility not previously considered by the
.Patent O0ffice, but "which might cause the examiner to_deeﬁ the

original patent whb]]y or part1a11y inoperative or 1nva11d" to

!7.
i
|
P
i
t

“bring such 1nformat1on before the exam1ngr5by filing a reissue
application unchanged from the original patent to have the examiner
determine the significance of ‘the wéw prior art and permit the
applicant to amend the patent %}“?eﬁ%sué*ﬁf necessary, and (2) a
change in 37 CFR §1.291 to allow the Patent Office examiner to

" consider protests by the pubiic aqéinsf pending applications,

The 37 CFR §1.175(a}{4) reissue rule change added a new

dimeﬁgjppgto reissye practice by permitting a patentee to file

i




for reissue without .chiange~ffrom the patentias granted:tosbringsq:
uncited prioriartvtosithesattentioniof thézexamineriisThis rules zds
change goes beyond the Titeralilanguagesof:thesreissuesstatutess:

35 USC 8§25%,;whichipermitssreissuezoniyzof paténts;?deemed

specification dr?dfawihgéﬁoﬁbbyﬁrehsdnﬁofnthéﬁpateﬂxee%cﬂaﬁmdngsgvs;

more or less than he had a right to claim in the patent.". szvuvsranyg
The change "was-neverthelesszconsidered:a d&sirableschange’ to

allow patentées:faceéd with:uncitedi pertinentsprior art: in

infringementsagtibns to haveithe: pertinency ofifsuchiarticon= oisieis

sidered by“the. PTO- inithelfirst instancerrather:itian by the s

courtsoand” thereby: strengthen:the. pateni.:« fn: ey itable siden

effect of thisichange’ was :the wightiof: anaccused finfringer tosupss
protest the’granting ofithe redssue hased on ssuch ipriorm-anticdsy s
thus, charges of "Fraud on the Patent Office™ leveliediagaimat i inig

-patentees by Wecused dAnfiringer: in infringement factigns fér the

patentee's:failure: sto‘ear] fer ieite isuch rprigridrEidduld now.

be con'sidered, by petitioniof the dccusedlinfringeryoinithedisy o7g

reissue procdedings ‘before ‘the ‘Patent s0fficess nolzinsl & raw foidw

CCEE T assiSt iEhe lexamiding icorpgsin THandlingranticipatedivi

fraud adcusations in réissueiproéesdings;imuchiof:Chapters 2000 «oi;

i3 devoﬁédﬁtdia“diséuéﬁidn-of'théﬁcaseiWawﬂihe7PTOﬁemamjneﬁsawu

are t¢ 'considertinsdétermining whaticonstitutes:Mcléar: ands

convincing® ‘evidencelinithe determination: of whiats is% "materials

and howfﬂdecépfﬁvevintentﬂﬁcﬁh%beemecogndzbdgimaascﬂﬁtat&imgsg;ﬁ sl

whetheri"fraud" hastbaenncomhitted.: I commnend :this.chapter ari fun

i —191 -



to thereaderiaszitsis wellndone and inférmativie, sbutcaution fax
the reader tbféatisfy?hjmseﬂfﬁwith‘nespect&toﬁthejvalidity-ﬁ

of the:PTO:interpretations cof:sthescdseé Taw.;

Foursyeéars:have passéd:sinceithezPTOurule changessiz 5:o

werevmadefahdfEVents;whﬁchaocb0fred;ingl981ghawe:broughﬁ;intq

questjohithéﬁfuturefconmdnuénceaof#the?changed?neissue_su?;a;!*?*=5“

procedures.”  inoisc and

ot InyDecembeér: ] 9‘8_.021, Longress:passed:Public: Law:96-517,.

amending Titie:35 of: the: United:States:Code by thesadditionzzy wniis

thereto of:MChapter; 30° = Prior: Art: Citations to Office-andqs

Reexamination;of Patents™: comprising ﬁSwUSC;§§3Dﬂ-307.;;5hi§_g5

Act, whjth:behhm&wefﬁectﬁveJQUJyﬂ],gﬁBBJ;nﬂﬂﬂﬂws;agygpgrsonzI03;qp¢;
‘request reexamination .ofi:any: patent: on -the basis.ofiany:prior s..ivs -

art that person-believes::to have :a bearingioniany. claim:of:a 01070

particular spatentsvei “onidEl

«In June 11981, sthe: :Court of Appeals: formthe. ,;E—:‘T‘. rst cearperas

Circuit,win Digital~Equipment. Corporation v...-Diamond. et.-al:,:

210 USPQ:521;: overturnad In.re Stockebrand,:ls

which was a decision ofﬁthe?&ateqt;anngrademqtk;Qﬁﬁtqeqﬂﬁﬂplﬂ_%{hyf

striking:the: Digital:Equipment.Corpy+owned . Stockebrand appiica-

tion forireissueion:thesground;of-fraud.on the Patent:0ffice. . ...

in the procurement of:the:patent:after:protest. by an;acgused. .

-infringer:: Whide:thezStockebrand-reissue application.was.filed

in February-1975 and:the:pretestiwas:filed:iniDecember-19758; 1n:vrix

both ewzn%s%Otcurring?ﬁnﬁorﬁinsmheaﬂ977:r&iE§changes;gineitsgaﬁ g

ruling tostrike: the application,:the! Patent:0ffice followed: s

|
B
%
|
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the 1977 reissue procedures in its decision striking the. .

application on the grounds of fraud on the Patent Office.. The ..

BNA, in its report of the.First Circuit)s decision overturning ..

In_re Stockebrand [PTC dournal, 6/18/81; (No, 534) A-1] referred. .

tothe Stockebrand decision as @ " Tandmark vuling by the PTO-
striking a reissue application on the grounds of fraud.'. .. . .
The . 3tockebrand reissue progeedings had their gepesis. ...

in the year 1973 when Digital Equipment, Corporation (DEC

CompUFQE}OE?EQtj9Q§agE"F¢f(CPIJ 9fzm§f§e$jﬂs fa??ﬁgrfﬁﬁj%ﬂgjeﬁnﬁ:wﬁ
searchi ng, reading and writing, ta pe‘?—‘;-r“-}:’ﬁ tem covered: by, DEC's, .. ...
Stockebran d patent ’;:.‘j s sued J une. 4 P ] 968 S Q,"pi'* ";-J u‘”} e ::2:31’ ]974’ }C OI Goovan
filed a declaratory. judgmen t,.‘? actio n, tg.f__,:‘ Ry n:y;.laj 1':, dity. and no = o
1“fr1“9?meﬂﬁﬁ9fgtn?;§;Q9K9§F§n¢wPQF¢“t,?PQ:“Eﬁéﬁguiﬁiqgénmtf*

relating. to. possible prior art and 'on sale" bars to .the .

patentab11 1ty Ofthe StOCKEbrandtape system. DEC COUI’I ter“ Ty

claimed, for, patent dinfringement. ..

amend some claims which.'might be.subject.to.a construction

which .covers more-than appiicant is claiming as his inyention’ .. .
and to.disclose,to.the Patent Office.information.relating. to the ..
"on salef bar pleaded by.COl.in.its declaratory judgment suit. ...,
On December 15, 1975 COI filed a petition to strike the reissue. . ..
applicationon the ground of: fraud on;the Patent Office.under

the .Patent .Office Rule 56 then in.effect.

-



The ev1dence relat1ng to the’ "on YsaTe Bar” 1nc3uded
advertagémenfg~a%vthéfsfacﬁabrand*faaé systém put Gut by 7
DEC between Mareh 1963 and May 1963,none of “which apparently

d1sc]osed the system in sifficient deta1] 16" const1tute g

public use “bar and a11 '6F which were” apparent1y put ‘out ‘before

the system had been compietely develaped. The evidence’also’ T

" showed’ that on’ May 15, 1965?“bt&“én%é%éaﬁﬁnfd*&ﬁ”&ﬁﬁééméﬁ% to

the equ1pment to°
include the Stockebrand tape system, and ‘that“betwesn” June 1963"

and August 1963 ‘DEC accepted three btnieh orders For DEC tape

device3°ﬁnfb?bbratih§“tHE”StdﬁkﬁbraﬁdﬁEEbe“sysiem*Ehe%e%niziﬁfbi”“"i

the Tease agreement’and Uhe three orders Shecitied delivery

dates of the Stockebrand'tape systems between Ju]y 3 "1963%and"

November 1, 1963, ‘None of ‘the ‘delivery dates was met andi’ white® ¥"

delivery "hiad beehn ‘Wade to ‘the' Kie Datd Torp.’ of e Stockebrand ®

tape system prior to November 1963, ‘DEC némoranda o Tanuary’ 25 “ 7

and 28, 1964 “sHowdd “Ehat “deTiveries erd i1 ovirdus dil the

- other threé ordérs.” The first of the ‘three 'delive fes;aﬁpeEFQ
to'h55QESEEuFFeJﬁ55 February “147 196477 “Furthed ] the "dVidence

showed that with respéct to the pré<November 1963 Stockebrand

tape sySteii®deélivery to Kis ‘Data, thdtTsystem SuFféred varicus

breakdowns and’ $tockebrand spent mich of 1§ fime From Novernber

1963 through “Fantary 1964 worklng “on’ithe sy sfem “a € "k fe "Data s’

p'l ant Pacoomdl o omdiede o wl ngrridag o el 107 il o ol

““YThe” Stockebrand appiication fof patent wis filéd on=  7u:

November 9, 1964 and, wh11e3Sfﬁékeb?aﬁﬂﬁWasfiﬁéfauéﬁéﬁffh5ﬁ3ﬁeﬁt3”?

i




counsel as early as February-1964;:paténticounsel was never
informed of the delivery of the system to Kie Data.orvof:thes:

other orders for the Stockebrand tape systems noted here1nbefore

i
,
;
]

H

-t
-

{
r
I

the patent app11cat1on, however, there 15 some quest1on as to

o Rt

whether the reference 1n the patent app11cat1on as f11ed was o

comp]ete enough In any event 1n f111ng the reassue app11ca- -t,

tion DEC proposed amendments to two of the c1a1ms to more

n

prec1se1y d1fferent1ate them from the pr1or tape system of DEC

from wh1ch the Stockebrand system evo1ved

The forego1ng were the facts on wh1ch the Pate

Off1ce based 1ts dec151on of Apr11 4 1978 to str1ke the app11-

Py o

cat1on from the fi]es, aff1rm1ng COI s content1on that DEC

‘11 ‘e the

comm1tted fraud on the Patent Offwce 1n_f o_adv1

bar and that the patent d1d not

Patent 0ff1ce of thew on sale"

adequate1y descr1be 1n the body thereof the pr1or DEC tape‘qwuw

system from wh1ch the Stockebrand system evolved

L F0110w1ng th1s 1978 dec1s1on DEC sued the Comm1ss1oner i
of Patents to set as1de the Patent and Trademark 0ff1cehdecﬁs1on”if
under 5 USC §706(2), wh1ch empowers the U S d1str1ct court to k>;
rev1ew a government agency ru11ng to correct errors thePE1"’.,%%és;

'd1str1ct court 1n D1g_ta1 Equapment Corporat1on V. Parker,‘:“ﬂ .

Commtss1oner of Patents and Trademarks et a1 v Computer

Qperattons, Inc ; 206 USPQ 428 (D C U Mass g Apr11 2 1980)
upheld the Patent Off1ce Stockebrand dec1s1on and the appea1

to the First Circuit Court of Appeals followed.
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Incoverturning:sthesPT0 decision-thelfirst Circuits
Court pointedly noted:

deiaes "Yesfully-recognize: theslimitediscope:.®
of judicial review of agency action under
v 5~ YST §706{2){A); which:.provides forisetting azqmueon
aside agency actions,. findings and conclusions
cronly-if theyuare;farbitrarygccapricious,canf
abuse of discretion or otherwise not in
raccordance with: Taw':*-(Digital:Equipment:v:
D1amond 210 USPQ 521 at 537)

and then vo1ces 1ts conv1ct1on that the PTO dec1s1on‘

‘based on an exam1nat10n of the relevant factors ;;“ and that

“the f1nd1ng of fraud on the grounds advanced by the PTO A

amounts to cTear error and 1acks a rat1ona1 ba515

Digitad Equ1pment V. Dtamond supra,'at 537 ﬂfssent1a11y, the
court found w1th respect to the "on sa1e barnthat the PTO o

"cons1stent1y sh1ed away frum mak1ng any concrete f1nd1ngs

concern:ng the s1gn1f1cance the" w1thheld TnformatIOn wou]d have"

had to an exam1ner s cons1derat1on and a]Iowance of the SLockebrand

c]a1ms W (D1g1ta] Equ1pment v. D1amond, supra,*at 538)

.Indeed the fact'that Stoc'ebrand.was st111 work ng to keep

the system 1eased to K1e Data cons1stent1y operab]e as 1ate as

‘the end of January 1964 and that the first de]1very of a Stocke-rnd

brand system to any of the other threeﬂfwrst 0rder1ng the system

dId not occur untll February 14 1964 is more cons1stent w1th a-‘!h

reduct1on to pract1ce no ear11er than January 1964 than that

the system was'"on sale" at an ear}ter t1me Li“Cu]pab11aty"hand“ﬂ:

mater1a11ty Were thus not shown'1n the op1‘f0n of the court

As to the prlor art‘p obiem occas10ned by Stoc g ran

fa1iure to complete]y character1ze the predecessor tape”

“was not ‘
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patent, thEﬂQPUFF,PPi“tﬁq,PUF:thﬁ@tihe.PTO,ﬁailE¢;F9 directly ..
confront Stockebrand‘s assertion that the e]ements of the: :
predecessor tape wou1d affect the patentab111ty of h1s cla1ms:--.,';

thus "mater1a11ty“ was not shown

supra, dec1s1on

i

rhas to be a disappolntment to the PTO ~‘But 1t w111 not,:1n
my op1n1on, have any. long term effect on. the PTO s, we]!

1ntent1oned and carefu]ly crafted deta1led procedures for ?}uqu

handling protests to strike pend1ng app11cat1ons for fraud en thimw-

~the PTO, whether

he protest arlses under 37 CFR §1 175(a)(4) or

otherw1se .and whether the fraud 1nv01ves fa11ure to c1te pr1or .

art known to the app11cant, pub11c use or "on sa1e bars,ﬁﬁﬁ e
false aff}deylteior frauduient]; named 1nventors 35 USC 5251 o

requires the PTO to. enquire into. accusat1ons of fraud presented

against any pending. reissue, application regardless of, how the .

fraud aro-.sé and the Digital Equipment decision lays out the ... .

potent1a1 p1tfalls 1n fraud cases before\the PTO verx_we11

. What w1]l have a, profund effect on 37 CFR §l ]75(a)(4%ﬁ5§
is t“@;P@§§aSFaQfdFﬁﬁnﬁﬁﬁx3mﬂﬂ?ti°"uiﬁatutﬁ~wh’Qh;t%mﬁn‘ﬁﬁﬁst

effect on July 1, 1981. Under this statute, which as mentioned

earlier comprises §5301-307 of Title 35, any person may file a
request for. reexanination by the Patent and Trademark Office
of any clain in a U.S. patent on the basis of prior art patents
or printed publications which that person thi?ve?lP°§h§9€3§ax

bearing on the patentability of any claim of a particular patent




(35 usC §30TT. " Sich erson may GbviousTy be ‘the bner b the <70

patent of which reexdminaticn 1§ “ddsiVed " The request Wit v T Hu

in writing and must be accompanied by payment of “the Teexaminat
fee, the amount of which has been esfﬁﬁﬁkkﬂeﬁzdﬁtiT'€30”§0””7$f
(37 CFR §1.670Y7 ‘and the request mustinciude a- deta1ied exp]ana-

tion of the pert1nency and manner of app1y1ng the c1ted art to”u'ahﬁ

every cliaim for whlch reexam1nat1on is requestedx: c0p1e5 of a]] LAl
the newly Citea‘ﬁfi°5w5ft (that “Which was not indiuded in the 7
exam1nat10n ‘of the patent) ‘must beincTided (35 Gscig3gzy i

Shou1d the exam1ner determine that @ substant1ai newE

question of patentab111ty affect1ng any elath oFPthe TFatént’ TSEﬂwZJS

ra1sed, the’ determ1nat1on w111 1nc1ude in order for reexam1nat1on o

of the patent for resolution’ of “thaé quest10n Thé*péééﬁéééffé

in response o the order for reexam1nat1on, may “£iteva statement

on the ‘Guestion to be resolved, including any amendment to hig " TES

patent or ‘any ew Claiw ow claint he’ way wish®to propess, tor’

“patent ‘dwner ‘has filed the re uést“be“FeekamﬁhﬁtiOn; the” patent

owner shall promptiy serve ‘a ‘copy of His reshonse’ on” the’ peison’’

Who fia$ Féquésted reéxanination and that berson may File and 77

have éoﬁﬁfdefea‘fﬁifﬁe resxamination a reply to EHyM§E3E%%e%t“”I:”$”
by the patent owner: Thereafter “fhe FeeXaminatyon Wil pevt JoBEEET
"condﬂéféd”&cédﬁdfﬁﬁ'tDfprdcedures'establﬁsheﬁ For Thitial ekaminas

tion under the provisions of '§5732 and 143 0f Tiive 3577 No

propossd’ anéndad’ ok naw E1ati dnTiging ‘the Scope dr & clatn 01 1oE

=3




of the paténtiwill be:permitted:insasréexaminationiproceeding: s
under this chapter {§305): s:: onivenous

The appeal procedures under the new reexaminationis =37 71 7

statuteare:thessameias=thaose.for appeal from:anysother:pending

BT Ea o e AT O IR a8 F e pr oV i ST oRS O F T 30 8 F " TA e 350T

and court reviewsmaysbe:sought:under:the:alpready existing -

§5141 t0:145-0f:Titles35:5: Whens ther timesfor:appeal has; expired: g

will issue andspublish:arcergdficatessetting:forth what: has: beehi:
.done, i.e., cancelling any claiﬁ of the patent, detérmimﬁmﬁmnV?f:ase-
of unpatentability of any claim, confirmation of any claim
determined to be patentable, and incorporating into the patent.

any proposed amended or new claim allowed. The effect of any

amended or new claim will be the same as that specified in

§252 for reissue patents,.

As is apparent, this. new reexamination skatute is
far reaching in its effect. It not only renders 37 CFR §1.175{a)(4)
unnecessary but it may well reduce the number of reissue applica-
tions filed under most circumstances when filing is based on

the discovery of pertinent but uancited prior art. Recognizing

this, the Patent, Trademark and Copyright Law Section of the
American Bar Association passed a resolution at the August 1981
meeting favoring in principle the abolishment of the present
reissue procedures under the revision of the Rules of Practice

in Patent Cases promulgated January 18, 1977 and a return to

—12%—

or any apbeai proceeding ﬁaéfbéeh;tefmjnated;?xheéC@mﬁisﬁdoher Fii@?”m'"'"



the reissHEhpracticeiaStéxistingﬂpriorutd?danuary 184197740 =1 e |
the resolution specifically approving the deletionvofusin
37 CFR §1:375{ad)(4)s2~ war ans
pribnWhethercabolished 6ronot as’proposedsbysthesresolution, sov
I canseé:ng rea1i?Ea%onwforlanyoneﬁto filtevreissueapplications.
.under 37 CFR~812175(a?){4) and"it - would appear:thatmeven if i~z T

reissue: practice is:vreturned:to; the:positionditswasi priorstos:

1977, reissueiapplications: may: very:well:beée limited to those:

seeking. broadened reissues’ or correctingrdefects inuthers woisr

specificationi--oron Lrveldeg ady By ;?Liﬁ

R I U i S

Pt et
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Ka.zunarl Okuda
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. ;Yukiji Kobayashi = .
UMasaya© Yipast U Rl
., Kensaku Matsumura .

Japanese Utility Model Registration System

TiSummary:

Utlhty model r1ght in Japan has features in that it is ea.sy Lo} get but less
to lose because of different standard for technical advanee:from:the patent: /.
right and this system has been broadly used, as well as the patent system, by
Japanese people - but Hot by foreign people’iiol ; . e

The Japanese utility model registration system is expla.med from the
viewpoint of a user of this System; about-the:following-six points-in: comparison
with the Japanese patent system and the West Germany's ut111ty model reglstra-
tion system, as taking account-of:thé:latest-statistical dataz~; =
(1) Object of protection, (2) Technical advance, (3) Exammanon, (4) Term
of protection and Period of request for;examination; (5).-Application.fee, > 77
Examination fee and Annuity and (6) Scope of protection.

Theén the following two ipoints:are suggestéd as. advantageous use:of.the
Japanese utility model registration system:

(1) :Use as a vessel for protecting a relatively short—hfe invention..i:

(2) Use of conversion from a patent application to an utility model
application, similar to 2 U.S. continnation application.
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Japanese Utility Model Regxstratlon 's ystem

(- Contents ..

Page
1
3
Germa;;i'i}tlhty Mc;élel Registration Law
1) Object of PTotection  «ssesseessessstartessieiana, senes 3
" (2) Technical Advance . 4
(3) BXGamination .........eceeeveneeerireessnnnnnereennnns s
(4) Term of Protection and Period qf Request:for Examination ,, 3

@
©).

3. Advantageo

protecting a rﬁ:'elatlvejlyz hox

R

(2)_Conversion:from: patent application to:utility mo

sgpplication similar to

4, Conclusion '

1. Introduction and Background

 According to the Japanese Patent Office Annual Repoit of 1980, the
number of utility model applicaticns and that of patent applications in Japan in
1980 were 191,785 and 191,020 respectivelir « Within these applications, the

numbers and proportions of applications by foreigners were 1,397 and 0.7%

o —fOT the former.and 25,290.and.13.2% for the latter, respectively

On the other hand in West Germany adopting patent and utility model

registration system like Japan, the number of utility model applications including
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subsidiary applications’and that of-patent applications in 1979.were 36,865 and.
55,184 respectively. Within these applications, the numbers and proportions. ..

of applications by foréighers were 9,493 and 25 ;6% for-the:former.and. 24,305, -

and 44%, respectively i v Lulisiin oz Dwinniong v a3 Jeebdo Lo tas al

The ¢omparison’ 6f ‘the ‘above statistical data of _ithe;:twé; cggmngsi-zre:\:_r:e_g;;,s;},, Py

_that while the' utilify model registratio 1 gystemin-Japan:is-being very positively..
utilized ‘By Japanese peopley itis seldom utilized by foreign: p_eople":;n This.fact-; ~7::

is considéved to be dtiributable to the;fact that-the J apaneseutility model.... .-

registration System’has fiot been broddly introduced’to foreign countriess «:« -

The utility modsl-régistration: system wassintrodugced: tozJapany as taking: .

account of the German utility model registration law, in 1905 Whick:was 20:0:

years aftéer the’patent §ysten was introduced: THis utility modek registration:’

W ¢

system was introduced for the pitposeiof protecting small inventionsy: iz ¢ of

particularly nidde by Japanesé; which esuld nét be: protected by sither the i

patent system or the design systefil=’ v cuiuT o8 noix

The utility model registration system’ has since thén been positively:

from its original systein baséd on' the Germal tility: model registration daw::

after several revisions. Finally, it has developed into aunique *systém which

provides‘strong protéction Ior 4 small invention called: "device™ analogous:to:)

the patent right'for'a’bigiinventions i - oiis

The ufility model régistration systetiviti Japan willnow:beexplained .-

below in comparison with the Japanese patent systém-and-the: West Germanyts =

utility model Yegistration systém I'hops this'presentation will assist your =i

U.S . nigribérs whén' you'havé to' decide whether inrapplication’ shotld: be Tiled:

TR in Japan as that for a patenl™or loriitility model registration ™« i wnivel wo i
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2. Uﬁlitj Model Régistration Law ‘vs. Patent-Law and Wést: Germany: Utility .-, ..o,

Model'Registration Law .. ..

The utility'model registration law.in-Japan is quite consistent with the .. P
Patent Law in tﬁat the object to be protected is a creation of tec.t;nica.l,,_i_c:i_egz. TR
Accordingly; mostiof the principles of:the ;,utility:.model»‘registration law . are . ;v
introducéd’ from t,.he*-“principl'ésmfi the-patent.law.. :In other words, the first- . .., .
file first=patent systemy:theiearlier publication systems; the examination system, .. ..
the after-examihation’ publication system, the. opposition system and. the appeal .. . .
system are all'common to:the utility-model registration.law and the patent law, ... o

as seenfrom:the fact: that:many.articles.of the patent law.are applied to .the ...

utility model registrationdaw o . i coiro i dnar fabien i e 01 s
(1) Object:of Protectioni:;; «The utility:model registration law. states in.,

Article 1 that a.device relating to the shape; structure or combinatiomof ... .. ...

articles is anobject:of protection. and defines, in. Article 2, a deviceas.a . .c.. o0

creation of technical idea utilizing the rules of nature.,- N

On the'other hand; the:Patent:Law:defines,. in.Axticle 1, the object of ...+

_..protection yywhich;is also_an.invention:but not:limited as.described.above, and: ..t -

in Article-:2:-defines,:ian;;inyeﬁtion as;a high quality.of creation of technical idea .. . . .-

utilizing.the rules.of nature, -:-i .

In'summary; the utility model registration law: protects.a-technical idea, .: . ..,

which is embodied in a definite configuration. In other wordsy:thislaw. .. ... .. .y

~excludes, from:protection, process, composition of matter and-material - which-.
can be protected: by the; Patent Law. ...

The West Germany Utility Model. Registration Law: provides.forthe : ... ...

Although-there-exists-some-difference-in-the-expressions-for-defining

the object of protection between the Japanese utility model registration law

and the West Germany utility model registration law, the former is based on the
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showing the configuration. .

{2) Technical advance: While an invention under pat

" a creation.of. technical 1dea of high quality, a dev1ce under the ut1].1ty model

law is enough to be,only,a creation of a technical idea and needsmot .

necessarily.be high-quality s . ... . v

The difference of the.object,of protection is. rellected in the provisions .

of technical advance which is one of the requirements for patentability as

foliows,

Article 29 of the Patent Law states, that,an application for a patent shall

not be patented when the invention.of.the:application can be easily made.based = .

on a prlor‘art" B T T S S N T T

On the other.hand, Azticle 3 of the Utility Model Registration Law states, ..

that an application for utility model. registration.shall not be registered when, .

the device.of the application can be yery easily made based on a priox art, ..

1t is impossible to quantitatively define the difference between 'easily" .

and "very easily!, . The decision :m.a-ygb*s,..d%:ff.?;??n.t,-den?&sﬁng onthe technical ... ...,

It may. be qualitatively mentioned that an arm: extended from a prior art

is longer under the patent law than that under the utility model registration.. ... ...

—13=



tion but 1s non—cztable to a ut111ty model regxstratmn*apphca.tmn A {3 ‘has Been'
often expenenced in the practlce that an mventlon apphed for a patent is’

reJected but is allowed when the apphcatwn has ‘been’ converted from'a’ patent

apphca.uon o' a‘utlhty model apphcatlon AR

(3) Examma.tlon s The apphca.tlon for & utlllty model reglstratmn in-

Japan is subjected to a very strict examination, in the same manner as a'patent =i ol

application, on merits, that is, novelty, technical advance ‘and industrial 7"

atilization | and theveafter to publication of an applicdtion &6 providea ehafice™" 5 -

for opposition bei'ore the utzhty model is finally reg15tered “rhnstthe relibil= v e

Aty in 1ts va11d1ty is hlgh

without examinati:d.ﬁ.:’, therehablhty 1n1ts va.hchty i"é:“"é':&ffémély?'glbw?_f-'ﬁ Sd
It is only in Korea and Taiwan, other than Japan, that’ employstnct

examinatioh i the utility dodel Yegistration . The' uillity model registration "

laws of thess chUNtH65 50 Tab&d BR b Fipatesd 1aw ]

(4) Term of Protection and Périod of Request for Examination: The

utility. model régistration Taw provides’ tHat the term Sf utility model right Shall’ . oo .

not exceed 10 years: from the ditd of the' publication’ of application‘and 15 years # 177

from the date of the application, and the patent law provides that the termicf® i = ©"

patent “right’ shall not'Sxcesd 15 Yearsifrom the date of the publication of *' 7

application and 20 yeats Trom the date of application ™

The fact that'thé term’of protéétion:is. 5 yéars’ shorter 1o utility’ model >

registration than that for a patent will be ‘one, bat only, redscn why the:proted-

tion of a utilify hodbl is Tegirded as being weaker than'that of'a patent: The™

difference betwesn 10 years'afid 15 yéars mdy havé daniiportant’ meaning'for = &

the inventions*o¥ devides of rélatively short life’, =7 7l

According'to ‘the’ West Germany utility model registration, the term of &
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protection is only & years from the date of application even:if including a 3-year ..

possible extensioh period i il

Theé ‘peridd of: request:for éxanination is4-years:for a: utility model and .. &4

7 years for a'patent from thie date of applicationu vt spamin o oom =0 Salne i

Accordingtorthe Japanese utility model registrationlawssubsidiary rorrrprs

application’ (H-ilf.é'g‘ebi’é’éh"s-rﬁﬁster) v whichiis allowed:to be.filed simultaneously:.

with patent applicaticn in thé West Germany: Utility Mdodel-Registration Laws 48:....00.. ¢
not admitied .

(5) Application Fee, Examination Fee and Annuity :
The application fees fo¥a patentiand: a utility: model régistration are ¥65;300: i

and ¥4,700 véspectively’’ The exdmination fees dre/¥25;500:and ¥14,0007

respectively; The total amount of annuities to be paid:ieveér:10.years is.is

¥104,500 for a’patént and ¥75 ;000 for a utility’ model-registrations . i oo 10

Roughly ‘Speaking ‘the total amount of fees for a. utilitymodel registration /i1 -

to be paid-to tHe Goverhment is approximately 3/4 of that forsa patent, - The:

lower amount of fee does never meanthat a utility model; gives lessiprotections: v

Relleétifig the above différente ol applicationfées) the standard -amount

of patent atto¥ney Vs fée is ¥80,000 ¢ filing &' patentapplication/and:¥705000::

for fi]_in.jg:'éa? 'i.if.i'iitjf ’!‘ﬁﬁ:dél afpbiiéatibﬁ%;i droderinowmider 5L BELE mirreemeigd srmile ol

(6) "Seope sf Protéction: *© It"is provided both in:the Patent:Tiaw and the:

Utility Model'Régistration Law Hhat thé ‘stoperor doverags: of-a’ patent dud-aw

utility model hias to’ be eonstiued basedion thé clatmed languages Accordingly;™is

when a patent ‘dnd a-utility model existed with ideritical claimed language;-the:: iiv

A

COVerdges’ of thé both™would bé 'jaeﬁﬁiéa‘.l;. G e 3 %E L Seencoen o

According 16 tHe 1921 Vearlaw ‘whith was: in fovce ‘Before the current'::

utility model registration law (1959) was introduced, the ohject of protectioti v

was 1ot a techrical idéa embodied’in & configuration bit'was the configuration’

itself, so that'ihé prééedents at that fime gensrally:construe the claims of i o iina

utility models narrower. The influence of these precedents is conSidéred 167 <=
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still ¥émain to- -Some extent, v

When an applicant makes an application for a utility model-registration, .: .. . -
there is always a possibility that it is:regarded that ;theapplicant admits that ;-
his utility model is not a pioneer invention-and that there.must be a relevant.: ... ..

prior art on whichi-the subject:of utility: model: would: be.rejected if. it-were. ... -

" applied“fora pat'ént{'f“ It“is‘not certain-that:the:above fp_r,c_)_blem-:;gioe_sw-wnqt;gi:;\:re.t@p

'influen_'ce 16 -tHe dlaim consiriteton in the courtsi® im0 ol »] qolinsl Ten drmian ol

3. Advantageous Use: ofthe:Utility:Model Registation:System.: ..«.v woioniinn ot
(1) The utility modéli‘régi'stmtion\«s'yst..em_. as:a.vessel foriprotecting a . . o
- relatively short=life invention: i su = o zattioin
Of those inventions:that.fall under the categories of.protection by the; ..nx ...
Utility Model: Registration:Law, it is reasonable that relatively short-life... ..o

inventions ave applied fora utility modelire gistration from.the viewpoint of ;.

expense in'proceddings:and:period for proceedings.. -

SO AT NIy T i i e

. mésdescnbedbefore,thelengthoi‘thearmstrgtched[roggpglorhgg_ls S S

different:between: the-Patent Law and the Utility.Model Registration Law...

Accordingly, it often happens that a prior art which would be; cited and;not.be:;;.x

overcome; if-it were.applied.foxr a patent is -not-cited or.can: be; overcome even: '

if cited whenit is-applied.for aautility model registration so that the rightis . . ... ...

obtained relatively easily: . The.same thing.applies after the utility. model. .. .. . ..i:.;
right has'been registered.. To be:more specific, a prior.art which would.be.. . . ...

éfi‘ective _to invalidate a patent, if it 'were a patent,. is npt-_nle_cgs‘s‘g;g-.ily_\Eefigcti:y;g...).,-.,‘,.,.,

to invalidate:the: utility. model because. of, a; shorter arm stretched from the . .

h

prior art.. . iiovs e seoiiin

H
i
i
i
{
i

Inthe-practice . there.is.a tendency not.to use.several priorarts.in. ... .

 combination, for, irejecting a utility. model application or invalidating a utility. ..

mOde]‘ rggistr{i.tipn R , T f'.: A T I

PR U amII I ol invvwory sy ooy wdiiinn
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- S

The proportions of oppositions against publications after examination of - =

patent and utility model applications are approximately 10% and 5%, respectively. _
‘Thus, utility model applications receive less oppositions by third parties, in

proportion, than patent applications.

’I‘h“e's'-e?i‘a:ctswshow“tthatfgthewgt;’lityf-r'no_qglj;::{i-ght~51-;-;,~:7;1~:;_;;g9-1}g¥a-1~,::Qag;yttg get

but 1e55:10:108€. /7 s Saiin e i
* The ratios: in utilization of the utility model system, i.e. the ratio of the

number of utility model.applications to the total.number:of patent applications, .

and utility model.applications in % are calculated from the Jnumbers of patent,. . .
and utility: model_.-é,ppl_.ications classified.in fields of art in 1979, as shownin .

the Patent Office. A_'h;}ual Report.of 1980, as follows,... ... ... oo

R T T T S I

Articles-of ".-Ev,e_ryday;f use. {A): .. ~T2%,.Processing, O peratzon, y

Transportation (B): .:55%, Chemical, Metallurgy, Textile (Cy D). 15%, .. . ..

_Construction.(E)::; 74%,.Mechanical engineering (E):... 65%, Physies (G):... . . -

40%,E1ectr101ty(H):47%, T°t3~1: 2 51%. o

S

(2):::-Conversion: from patent.application to-utility model application ... ...

similar to a U .S . continuation application:.....: .« o/ 35 .o woicr

Within 191,785 -utility.model.applications in 1980, 4113 applications o3

applications inthat year; :'approximately:20%:of them were:appealed.-and ... ..i.. ..

approximately 10% were converted to utility model applications. It.may be, ..

understood from this fact that the conversion of patent application to utility
model application in Japan is utilized in the same manner as the continuation
application in the U.S..

The difference between the conversion to utility model application and

the U.S. continuation application is that the device of the converted utility

model application is rejected only when it is "very easily"™ thought of from a
prior art, Therefore, a prior art which was cited but not overcome during

the prosecution of its parent patent application may be overcome in examination

S SR AR PR AT TR | S



___the patent system, so long as it is in force

of the convertsd ulility model Apprisition ;T e s

4. Conclusion

Sinde :'a',‘:fé.{'v::de'ciaf&e'é' agd there have béén St.fé:]ig‘ épinions such thatthe i
utﬂity model mgistration system is merely effeciive to protect small inventions: =i s
which give éssentially little ontribution to'the development T industzies and 1

causes explosive increaseé which'again increases fruitléss and meaningless i« =i

patent disputes and ‘therefor's this sy stem shoiild be abolished or combined it frvs
utility model registration system has béen ised’as a vessel or system for 1w s
protecting intermediaté inventions that ate not’ protected by either the patent -

system or thé'?désigﬁl'"syé‘f‘}éiﬁ“é;nd ‘has been ‘greatly contributing to thé encourage=::

ment of creativity in’the industires as s whole dnd enhancement of the industriesis s

I consider what we should do at present’is tofully undérstand ‘and

sufficiently utilize the advantages of the utility mode) registration:system over |

Hoping' that what'T have discussed’ €0 far will: helpiyou' understand’ the!:: i

advantages of the Japanésentility model régistration system: and: that you-would: i .

" 'make advantafe’of this systeni'for the Benetit 6f your companiesy T will: & i i

conclude n‘ij speech .- ..T:_r‘:=.'.5~‘: R L L TS N R

V
|
i
|
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THE, COPYING OF DRUG PRODUCT COLOR, SIZE AND SHAPE
AS” TRADEMARK INFRINGEMENT AND UNFAIR COMPETITION

Irving Ni Stein’ " ianr

During the past few years, the drug industry has been a
prolific source of trade dress litigation. Research-oriented
companies have increased their opposition to the copying of the
color, shape and size of their established brand name prescription
drugs devélopeé by them at great expense. Whether or not such
copying should be permitted is a complex issue. The following will

present some of .the. background

controversy.

The prescription drug industry is unique in that the purchasers
who pay for the drugs have litt;eEpphp;o;ﬁ;pfghdosing the drugs they
purchase. When a patient visits his doctor, the doctor writes a

prescription based on his medical evaluation of the patient’s needs.

A doctor may prescribe by a generic name or by a brand name. The C

" "generic" name is the established or common chemical name of the

active drug ingredient in a drug product. The "brand name" is the

privately owned name or trademark used by a manufacturer or distributor

to identify its particular drugproduct and,. if there are competing
products containing the same active drug=ingredient, toﬂdifferentiate
‘his product from those of the competitors. 'The patient then takes
the prescription to a pharmacy to be filled. If the déctor uses only
. the generic name in the prescription, the pharmacist selects the
specific drug product to be aispensed. If the doctor identifies a

brand name product in the prescription, the pharmacist, until recently,

had been required by most State pharmacy laws to dispense the precise.
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product.specified by the.doctor; .Between: the early:1950!s.and:. ;.-

T et e e,

filling prescriptions with brands other than those specified on the

prescription; unless:the.doctor.gave: his approval.: These so-called

anti=substitution’slawvs were intendedtorinhibitrthe unapproved—

interchange of . "brands”. .and.generics:and insure; that the patient. ;...

i In:recent:years, however;:as: Federal standaxds; were: adopted..to
assurewtherapeutictequivalénts_of;manz;dnughgrqﬁuq;s;availahkﬁrermnr
;wmore:than:one manufacturer,: states, enacted -new laws. which :remove :the,

restrictions. on:pharmacists in :£illing prescriptions identifying. drug

products by:brand names..:In:the last decade,: 49 states, :the District

oferlumbiaméﬁd%PﬁeftaﬁRico;ad&@tﬁdxs

laws: which permit:.or-direct the..pharmacist :to substitute.a:lower... .
priced drug:product:that: is:therapeutically equiwvalent.to the brand.
if: the dettor -directs that the prescription;bexfilled:and disvensedas
written.. ‘These.laws evidencera publicsinterest:-in-providing.lower:cost

prescriptioni:drugs ‘to .consumers:by ‘making:readily available:less::iy

expeﬁéivéﬁgeneriﬁ?equivalentst'TheYﬁareybasedaon;thempropositionjthat

Manti-substitution™ laws impose’substantialsunwarrantedicosts..on =iz

cénsumers by :restricting rprice-competition: in-thesmultisource;drug:?

market. =:Generic sproducers:generallyicah charge:lower: prices:because

of reconomic.advantdge:gainediby merely:duplicating.existing drug:
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products’ without’ having & ihcur the increasirglyheavy’costiofn

research’ and’development incurréd by®the“innévator-manufacturer.

“ [ THe dincreafe in’ driug look-alike: prodiéts’and”in drugslook=ves.o
alike litigation’has coincidéd with’the “generie’drugimovement®-as

reflected ‘in these-Statée substitution’laws;’and with:thé expirdtion:

gf pdtent protectiofn’on” humetrols important and suctessfulvprescription

drugs.’ During’ the period in which'their patent’ is®in“effecty brand::
name manufacturers through extensive marketing in a particular color,
size ‘and'‘shape, frequently establish® thetrade dress”asia 'means by

which dispensers ‘and patients’ identify the: drug-and”its’therapeutic::

dction, " AfterY ‘the 'manufactirer's: patent: expires:and generic:competitors
p P

Faé&uiréwtﬁé“IégalﬂrighﬁftohménufacturefandMSEIiﬁthe?drug,ﬁthéﬁihtro?:

a cotisiderable partof the market:

‘%Ccaﬂnh%-'ro Ggucm, Nuu@\;-ﬁomrs
substantial resigtance, whlcgaforecloses the igeneric?competitor from’

‘Genericiiproducersi.find thaty the:!

more"thezr product looks llke the orlglnal product“*the easxerflt Asz

nolfg idonipete - ‘since the: ‘generic house appears’ to.: offer the: "same: product

wiat d lowet pricey  fhey!maintain that the public pPolicy reflected: in

“Mgenericisubstitution":laws requires that - the-appearance.of branded. :

the lower:price’saiditorbéstypicalrofugeneric equivalents,

prescription:drugs be?COpiedﬂééﬁcloselyxaswpossibleYSOﬂthat%thennmyu¢

!spatient!toswhom:aigenericiegquivalent mayibe igiven:will:benefit from:

1

Innovator

. firmsiclaim:-thatithe reason:for:suchucepying ;is td-cause doctor and:

“whose marketing program established its acceptability to doctors and B

corsumer: confugionsand:thus facilitate:therdiversion.df:sales .away o

from: the manufacturer:whose reséarch effOrtsrdeuelopedktheﬁdrugméndg

—=144~




its recognition by.doctors and patients.. They .claim that by,

supplying the imitation product, the generic producer knowingly. .
places.in the hands of pharmacists the means by.which pharmacists. °
are.able to.£fill or re-fill. a brand.name. prescription with a product.

‘similar.in dress. to. the. prescribed product which.the patient has. come .

“khow by dPpEaranice HAd €0 Charge abou ‘prive as;therbrand-

-;prescribed. .-

-Drug.-manufacturers seeking: to.prevent imitation.of, their .
products.usually claim that such. practice infringes their trademark .
.Federal law.. Whether such practice constitutes trademark .infringement
oraunfair;compe;itipn;is,detgrmineqmbyﬁtng”courtsﬁon aapﬁse—by;caSQZi"
basis.::This paper will not.review .these cases but will discuss.a few

of the common; principles. and.themes that underlie and run through most

- of- them,

Whether protection is claimed as a "trademark" or under the law
of unféir;competition),the,courts.distinguiéh‘betwgen;thegprg@uct's
functional. and.- non~functional. features,. and -between those which ‘have

-7;-acquired 'secondary meaning -and:.those. which have-not. . .According to.the

Restatement of Torts,. "A .feature of.goods s functional.......if.it.

affects -their purpose, ‘action.or performance, :Or. the facility-or....

economy ‘of. processing, handling orusing.them; it is:non-functional-:

. : 2
if-it;does‘not'havewany=of:such-effect$."gJWhilefmqst courts.adhere..

to the:definition of *funetionality®:in.this utilitarian.sense, some

have-adopted .a broader definition which expands.the concept of ..

functionality to include an aesthetic feature of an article which.
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© registratisvAs

appeals to"buyers, controls their choice''and-‘enhances the saleaBility
of the product? “"The other critical elemefit that courts distinguishe -
in considering protection of trade dress s’ "trademarks" 6f undér ‘thé

law’ of unfair competition; "sécondary meaning”, Ras 'at its core-that:

‘the appearance of the préduct identifiés and distinguishes its Source.

For our purposes, "Sécondaty meaning" ‘means that:through-ilse, prémotion
A purp ro |

and advertising the trade dress had become associated with thé:'identity
of the producer of the product and is generally used by consumers to
distinguish that producer's product’ fromiothers: - The edurtsy in

protecting drug product: trade’ dress: comprising of color; size  ghd v e

‘shape, as a trademark, and thé United States Patént and' Trademark Office,

“'fn’‘granting ‘tradematrk registration status to ‘such trade dress, teguire

th&f‘fhéf“mérk“5(the-cdnfiguréticn) not be*primarilwauhétionaliand}ﬁ

‘be either‘arbitrary and “inherently distinctive or have'acquired &'
‘‘secondary meaning ‘as an' ‘indicator of origin’ of goods with“a“single

‘source. The courts, however, appear to have less difficulty in*#finding

"nonfunctionality", than does the Patent and Trademark Office.

, . o D : ' : &
*'77Section 23 0f thie Lanham Federal Trademark Act of 1946 : "

providésfor ‘the ‘registration on ‘the Supplemental Register: ofsifnon=:’

ﬂwfunétioﬁal)f“éonffqurétioh¥6fugoods"twﬁichrafe~"capab1e~bf"dfstiﬁguishing"

thatVis-capabléfcf*vauirinq5a”SeédndaryVméaning$§;1tﬂis;ppssibleafﬁ

howe@ér;fﬁd1ébtainiréqistration3for4suchicohfigUratiqn;on”thé?*ﬂf?fi

PfinciphéfRegiétef if.theffegiStrant=canféstablishAthatdtheufeatures

~ ofithe‘article aréffaﬂcffui;u&rbifraryiandiinherenflyﬁdistinctivé.6r

that they have acquiréd i secondary meaning.’ Although. trademark.
onThe Prwcaehi(h3\$+&v,“ .
phave occassionally”

een granted for the particular -

¢
i
i
L
i
H

R
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"get upﬂ,qfﬁahgapsulemo: tablet, these have.been fairly.well. . .. ...
..limited to rather unique appearing. arrangements -.Registrations have
been granted for color bands a:eun@;tbeﬁmidéle_qfrcapspxgs,ﬁfqra?hg;g
truncated conical.ends of capsules,.for bullet-shaped.capsules and. ...

for the color-specked.tablets. . .Neverthele radem

registration of a physical characteristic of a drug preduct, such as..

its color, shape and size is difficult.to obtain. .No Federal trademark

registration has been.granted for.a.drug capsule or.tablet simply. on.
the basis of a.singular,color, nor, splely on, the basis of having:a:.
half section colored one color and the other half section colored

another color.. .Similarly, mere common geometrical.shapes.such:as.

circles.and.ovals.are not regarded.as inherently distinctive for . . .

Federal trademark registration. purposes, and unless capsule and . : ..

tablet shapes contain’ some element of. inventiveness beyond conven

tional.design.so.as.to be. regarded as: distinctive, they are not . ...

;eligible for Federal trademark protectioen...

. A e
B et L T ©

- Protection. against: copying of color, size and shape.has not: been .a .

majorﬁconsidexation:iupphgrmacaupiga%-prodpct-@sﬁianw;_229n§e;;manﬂay

facturers now, consider. approaching .capsule and tablet .design with .a.
ars "\'\.-L ?(\v\t\?m\ thl 5‘{’2.(.
view tc Federal trademark reglstratlonA If they succeed, a trademark

infringement action.under: Section. 32 of the Federal Trademark Act °

based. on ;he_tradgmarkgregistratiqn, is an effective weapon. agalnst

an imitator. .

- In;addition to.trademark .infringement, .a manufacturer may.try.
to p;gventKimitation_byaasse:ting‘moxenbroadly5thatgﬁheecopyingu

constitutes unfair competition.. . Under -state common law principles,.

H
i
1
i
!
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the copyihé“df-nbn#fuhéfioﬁai'fééfures:ﬁhiéh acquired ‘secondary® ¢F’
méaning; “with a reésulting €ohfusicn as £6 séurce of origin, ‘condtitutes
unfair ‘Gompetitidh and will 'Be*§endfally &njdined ? The basic {dsis?”
that courts”initially”face is whethef th& imitated“features are *% "
functional’or non-functionali”“1f’they are functional; they are
within the publi¢ domain and may geénerally be copied in’every detaily
"'4¥"they ate non-functional, the issue is whether the first comer ™
established a secondary-meaning so®that thesécond ‘Comer Sredaarare
1ikelihood of confisioh as to' the’ source 6f the imitdted aPticley »/
" EEforts o protect trade dréss undef staté unfiir competition’
laws'WEreTvﬁbwevérﬂ”sét*Baékﬁbj two 1964°United States Stupreme Court’
decisions.”  In:‘the tompanion caées’ofigéars’ Roebuck s Col vl stiffel

10 it e Rl
ind “Compco Corp.” v  Day=Brite Lighting Inc:, the“Court-ruled“that

Co. a

the copying of the appearance of’ products’ that are’hot’entitled €574
patent or some’ Gther Federal''statutory protéction may nét Be protactéd
by ‘state’ unfair’ ‘competition laws, since such use-of dtatelaws conflicts .

Withthié ‘8kclusive power Of the Federal' goverament  to’ graht’patentis™

protection, ‘dnd ‘that such products ¢an’be copied at will. -

’wnilé*thefggggg-aﬁa*dahgco?cas€sVaEaiﬁ*afblowvtb-plaintiffs*ifi
by “éxonerating some ‘activities previously consideréd to’ fall within'-
the scope of state unfair competition law, these cases did not: i
invalidate the law of unfair compétition. In the decisions, the
Court poirnted out ‘tHit a §fate still ‘has ‘power to impose Tiability
for palminq=9ff%2stilltmayfﬂﬁtdtéét?bﬁsiﬁésses¥in*thé%hse:dfﬁtheiriﬂ

e T il : T ot o1
trademarks, labels or distinctive dress -in  th . ?

14
and still can regquire a copier to take "other precautionary steps"
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to -prevent. .customer confﬁsianas;tqathe;sourggaof the.product, . -

This -delimitation of the area wherein. a:state may act, has, ..
fortunately, not been generally.accepted: at face value by other. . ..
courts.and protection.has.been. granted.to prevent,.in addition to...;

15
palming=off, ;othexr.deceptive trade practices!... Pharmaceutical. .

copying cases,.both before and after. Sears.and. Compco,.

that most: courts are willing.to.protect.a.color; shape or;trade ....:

. sdress.under-a claim-of unfair:competition but only. if additional .. .
. ) - 16

facts:indicate some:degree.of deceit.or palming-off.by:the copler. .

The:defendant's involvement in marketing. tactics: that were regarded..

as deceptive-is;a.common.theme in:drug.cases:.

»The. Sears and Compco-cases ruled. the design, fair. game, for:
copiers:only Mif the.design is not-entitled to.a design.patent.or ..
other; federal.statutory. protection!,; suggesting, that the doctrine r .,
may not Béwaygilable.tg;a;cppie:.whgnva;rightatq'pr@t@ctﬁpnu;sﬁg,gg:

17
based on the Lanham Trademark Act. Secticon 43(a) of this law

declares:that-certain kinds of unfair competition are . torts.under
Federal law ‘and provides a civil action against any person who uses:

a faLseadESignationvofﬁqriginf?orﬁanywﬁalsekﬂesqriptiqn90:u§%9¥%%9aé
tation -in connection.with the .sale or advertising.of. goods .in commerce.
or “common‘law" trademarks. These are tradémarks which have not been
registeredminﬁﬁhenUnitedaStates;Patent@ana;T;ademazdeﬁf;cgﬂfbut which
nevertheless :have acquired%azsufficientka&Sociatiqn;inﬁthggpubliqgmind

with“a:particularcsourceybf.goddsuso.as:to_jugtifynthe;cqnq%qsiqn that

use by :another :of the  Mcommon ;law" mark.is:an implied.représentatien

GRS Rt

demonstrate...

A

N
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that the goods scld under that mark came from’the Pri6r user 6f the™
mark. The unauthorized use’of sich "Gommon’law" tradémark will thus:
be considered’under”Section®43(a) as'a false désigriation of ‘origin s
Recent décisions havé givén Fairly bréadtredtment te this section

holding that’trade dress’of a product or it§ entire svérall appear- "

ance may be regarded as such type of unregistéred trademark:” This '@"

doctriﬁefhés-beén‘épplied*to*thé”éppéaranté'cfﬁh_pafkiﬂg“métér¥laﬁ*l

B I S . 20 L _ ‘
;'truck?trailér}ganlaﬁtomcbire~érillfanthhe*uniformvof thechéerleaders

e e e e e o b ey i

PR3 N . . e S e s :
of a football- team. — In-drug  look-alike casés; plaifitiff& Havé sought

protection for capsules allegedly sold in unique ¢olor; ortcolor and’
shape combinations, on the'theoty that the fride dresstamounted to as
trademark for the purposes of Section 43(a)} The courts have held
that the' colors of drug capsules could be‘regarded as trademarks for
the purposes of this section provided: that they were hot functional::
and ‘that they had acguired secohdary meaning so that' the copyihg had.

the effect 'of comniunicating 'a "falsé designation of’ origind? s

’$TSihcé"fﬁndtionaIity of copied features'is a' triticaliguestion ”
inﬂiookialiké‘litiéhtidn*under*bothfsfété*anaﬁﬁeﬂefal unfair!
competition law, it is not surprising that in most cases imitators

“argue that ‘the ‘color, 'sizé ‘and shape Gf & drug product is functional
aﬁd*édLmaYﬁbé-freely1cdpiéd*fégérdle§s~offséCdndary:méanihg:ﬁ

% . When'd-coler is an ‘attribute of ‘the active :ingredient of a :=.:

“rdrug ‘and’ is 'inherent 'in the ‘drug ‘itself, ‘the color: is not'subject

f “sulphurare .attributes ofiu.

the active ingredient of these medicinals. Color, per se, is not
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regarded as.being inherently distinctive, but in.gertain circumstances,

facturer.from other numerous:available colors as non-functional and. ..
capable of -distinguishing.. Courts.seem unimpressed: by arguments.that:

thereare:-other drug products.of similar .color when.it . is.shown:that. .

‘courts are willing to consider color arbitrarily: selected by a manu= ;' —

While ceolor.coding,. per se, has a functionalfaspect“andtanyOnéqmay_
adopta:system of:color:coding;, in the:absence.of .a.general:standard:;
specifying.which: colors:are-to be used.for different.dosage .strengths;
the selection by a manufactu:er‘oﬁwan;arbitranyhgroupaocholpzsgﬁo«gﬁ
designate particular dosage strengths of the same drug has been held
to be:not functional:and the:particular:series of .colors: may be
distinctive.of;that;manufacturerﬂSnPerugt3}uThe;cplor;oﬁaaadrng
product may be;fnnetional:if;itgisqthe:colorgpiwaxﬁlavo:anttusgdhto,%
mask;the:hérsh,taste_éffthe pr§duqt?4,Golorgalsoxmay;bgaregagded as; .
a:functional.featune:ifnit\waspchosengfor,its;pstholqgiqal5im9qpb¢%g
on‘purcﬁasérs.afThis;wasxso*inya case -involving .an.over-the-counter .-
antacid;preparatidn:markgtedﬁby;theminnomatorqas.q;pinkwcolo;gdaquuid.
! The court -felt :that:..the pink color .was -designed.to present éﬂpleaginq
‘appearance to:the sufferer:and;that:thisrpsthologicakaeﬂfectﬁ hayihg
therapeutic: value in ‘the treatment.of iupset stomachs, :might:lend::. .
"functionability". .£c the Colorbpinkﬁbecauseqthatqcolornwouldgenﬁangef 

. . 25
©overall relief. - -

wWith regard.ito shapef%the=folloWing“featﬁfééféftd;ugrtabletSaﬁu

‘were ~found to sbefunctional:’ roundrness:for:production economy;:a: i

beviled edge to prevent crumbling, double scoring for easier divisibn'

o
¢

into smaller doses, and a concave shape to make breaking easier for

26
smaller dosage.

i i
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A0 Generic ‘drug- firms claim’that thé c¢olor ‘of a’ long-established "
prescription drug”is® functional because patients associate the®
“appearance 0f the drug with its therapeutic effeéct and willirefuse i
tb*aCGéptwaﬁ?eQﬁiValeﬁtwbécausé“cfﬁa?differencéfin3célcfhi?Theyﬁclaim“
that'the “same’ color is neede@ so' that patients will not bécome dnxious
Fand~CanusedHand'Will-not-react'advérslyaifﬁtheir-prescripfionvis&
filled with. a' medication: that-looked different than the’'one they are "
used to,” even’though the'medication is identical:‘and’ that’thistcould:
-hamper?the-therapeutic?effectivéheés of the'generic. medication:and ==

the ‘effectiveness of the generic substitution: laws:

The ‘tourts are unsympathetic to’ these’ arguments:’ *They teason .
that fddrEdudéipétiéntfanéigty:dr*confusionﬂin-takingfmedicationu'asch
pharmabist~mgst*COﬁceal“frothhe&patignt“the fact that: the drug:ihas:::
besn Switched and o' aid in ‘thé conceslment often charge about the .-
samé*prEEeifordﬁhefQEnericﬂaS%forﬁtheHEStainshed drug.s " Only: becauses
the ‘patient does ‘not know ‘that he-got -something-other than:what: he:

: 'expected, is’anxiety eliminated, ‘and:this ‘was -accomplished: by deceit:-

or fraud. @ Generic substitutioen ‘laws‘neverintended thati.the 'substitution

shHould be.ddcomplished by deceiving the patient ‘and most of .these::laws
requireésthatithe .patient be notified when:substitution:is' made..: =i

Imitating~an establisled ‘brand: name drug-fo hide from-the patient:the

fact that he is receiving a generic drug would violate guch.substitution

laws even if the purpose of the imitation is to prevent patient anxiety.

o 8istrict . . . A .
OneRNew:Jersey/ ourt:categorized the motives.for imitating rather

harshly: "¢ Ligeneric:substitutors-are:not:.charitable organizations .
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by lawful substitution only when the patient can question the . . .

they are.ip business. for profit.. Since their marketing style is.. . ..

to.claim. the same product at a lower price, profit canm only be. ...

realized by -avoiding one or another cost and riding someone else's
coattails and copying the trade dress. .An enterprise with profit

making motives of this kind is clearly not acting in the public

27 .. o

The courts are recognizing that the public interest is served

substitution and in most instances the only opportunity the patient

will have to do this is when the trade dress of the generic is

a. substitution. law a. generic.drug having the same active ingredients

as the established brand name drug, and it is quite another thing to -

offer a generic.equivalent .whose appearance.so  imitates the brand name

drug that it can be, and often is, sold 6ﬁupngscpiption as being the

brand name drug.

.It has been argued in several cases that a prohibition
of copying of a particular color and shape for a drug after its
patent has expired would tend to perpetuate the market power conferred
by the expired patent and create an artificial and unnecessary barrier
to entry and successful competition in the sale of drugs. .Innovative
firms maintain that product differentiation is essential to competition,

that there can be no competition among sellers unless purchasers can
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distinguish among competing goods; and éinbé*théuprbﬁﬁét“&e%ign‘*

is the pfime‘féathre'whiéﬁ @ékééfthé choice possible, ‘differentidting’
'is vital to competition.  The Third Circuit addressed itself to”this™’
arguméﬁt éé'fdiioﬁé?”‘“Thé'pﬁblic;ﬁéiicytﬁ“i . “favVors'free and open
competiﬁibﬁ{'iéuf'; .. certain kinds of;buEiﬁéSé“&étiVif§ﬁkﬁhilé*3*“'
promoting cémpéfifion.intfhéméhdfi'Eﬁn, Are in the long run apt to
be destructive of competition. The adoption of a distinctive trade
dress as a means of identifying a product with its source iz a
1egitima€éthééﬁé'fbr the promotion’ of the user's business, and
'pefﬁiftiﬁgzbiiaéy'bf that idéﬁtiinng:traGE“dreésicah only discourage”
other manufac éi_i'r'érs" from making ‘a similar ‘individual promotional
effort. Moreover allowinhg a manufacturer to be able to acquire and’ ‘
jméfﬁfﬁiﬁrﬁ'fééﬁtétfbﬁJfgr‘6bﬁéi§£éﬁt“godd quality ‘i's certalnly® ~u i
pro~competitive. Permitting a business climate ‘in' wHich' substitutions
of products ‘over ‘whichTthe first manufacturer Has ‘no quality ‘Cortrol "
“in ‘the ‘long run ¢an only discourage the eEfort to dofipets on ithe basis

of reputation for quality." ™

o ey b T e et
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The recent cases show & trend favorlng protectlon of thelnm

{

appearance of the:1nnovat1ve product when the non functlonallty

_and secondary meanlng tests are met. Although each case has been

decided on more or less different?grounds; SUCCESS_lnvaﬁlablyg

accompanles the 1nnovator S‘ablll ¥ to demonstrate; that consumers

were decelved or . mzsled,.o Jwere otherw1se, dversly: affect d byhg

the imitation product.: 'The limitation:of  the:;"functionality”:

doctrlne as enunCLated 1n unfalr ccmpetltlon cases remalns, but

registration for drug color and shape should be pursued by manu-
facturers. Courts conszder the extent to whlch product 1m1tat10n

contrlbutes to the llkellhOOd of confusxon or dec31t when determlnlng

whether protection may be had under unfair competition laws.: Look=:

allke manufacturers, even lf they do not openly urge drugglets to

_covertly substltute for the prescrlbed brand name drug,

tc the”charge that they put 1ntokthe'hands cf drugglsts the 1ns ruments
.and means for deceiving purchasers. Although the controversynis
primarily between innovator manufacturers and /géneric: producers; it::
is the consumer who stands to gain or lose the most by-the outcome.ﬁf
and it is the protection of the consumer that ultimately decides the:

issue.
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5.

AL UGG, DELA(Lynn

FOOTNGOTES . i

See, e.g., lIves Laboratories, Inc. v. Darby Druc Co., Inc.,
motion for preliminary injyy 74557F. Buppi 933~ (1978) ;@fEvd "y
601 F.2d4 631 (1979%), trial 488 F.Sump. 394 (1980), rev'd 638

F.2d-538"{1981); "SK&F Coi Vy PremoTRharmécéutiCa}fLaboratonies;gg
Inc., motion for prellmlnary 1nj. 481 F.5upnp. 1184 (1979), atf'd

625 F.2d 1055 (1980)
3, Restatement, :Torts; Section742;:: "¢
Seey e.g;,-Péglier0~v&rWallace?China&COi;:198'F“2d13391L1952)

J.C. Penney Co. v. H.D, Lee Merchantile Co., 120 F.2d 949 1941)
also SEeﬂComment?(a)aonﬁSectidn:742 “Restatement, Torts, . Idi wunw

3, Restatement; Torts;: Comment: {b)on Sectxon 716,

Most: trademark applications for Princinal:Registraticn;of.nroduct
configurations have been refused on the authority of Applicaticon
of Deister Concentrator: €o.; 289 F.2d 496:(1961): having-been ..
found to be primarily functlonal in nature. See, e. g Mine
Safety Appliance Co: wvi:Elettric:Storage: Battery: €Ok, 405 E.2d..

"901 (1969) and Re Honeywell, Inc., 187 USPQ 576 (1975}, aff'a
L5320 FL 2471807y Application’ of Shenahgo: Ceramies, Incq,«362:F42d:..,

287 (1966)

e

15 U S C 1091

-

_ .Sectlon 2(f) of the Lanham Federal Trademark Act'(lBJU.Stacwuﬁﬂm
FIL0S2(E) ) Sumto ot gt Yo hoslsfow SR

:This rhas emerged as ‘armajority: rule cver.the years. .- See. B Gin)

Crescent Tool Co. v. Kilborn & Bishop Co., 247 F.299 1917}

‘2 2453InK0 "V Snew—Craggs .Corp. . w105 F2d 450 (1939):;. Rathbone;: Sard &

10.

113
’ i:.?;ii"?\'
13

14.

Co. v. Champion Steel Rande Co.; 189 F.26 (1911), West PDlnt Mfg

SEgQ divirDetreolt sStamping ey, ¢ 222 FJ2d 581 - (1955).

376 U.8.:255 2(1964) v .
376°UVESLN2340(1964) van wvs st vndEvias D i v ainEamlng
3760U,.80 atd2380 iy munl wn han o mFoeovne ewtw senanooes st
376/ U8, vat 2320 0 v EuLHQU'“

376 U.5. at 238.
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15. .See,.e.,dg., AMCO. .Engineering.Co. v...Bud Radlo, Inc., 145 USPQ. .
609 (T965): Edgar Rice BurroGdhs,- Tnc. V. Charlton. Publications,
JInc.,L243 F.S5upp. 731 (1965);: American Broadcasting Co. Merchandising
“Tnc. v, Buttdn World- qu.}4Inc., ~151-U8PQ 361-{1966}; ~Eastman: Kodak
...C0. V. Fotomat Corp., 317 F.Supp. 304, (1969), app. dismd 441 F 2d
"1079%-See, also, Dannay,-The Sears=~Compco’ Doctrine- “Today:”

rademarks and Unfalr Competltlon, 67 Trade Mark Reoorter 132:

(1977)

16. ?Pertlnentndrug “col”r/shape/51ze" : ;
em-Smith,. Kline & French Laboratories v, Clark & “clark,’

725 {1848); . ‘ R,
Ross-Whitney" Corp g Shifh;iKiiﬁé‘E*Fréhéh&zﬁbérétbriééﬁ 2077
F.2d 190 (1953);: ‘ T
Marion Laboratories v. Michigan Pharmacal Corp., 338 F.Supp. 762
(1972} ; :

E.R. Squibb & Sons, Inc. v. Premo Pharmaceutical Labs, Inc., 195
USPQ 545 (i19777:

Merrell-National Laborateories, Inc. v. Zenith Laboratories, Inc..
579 F,2d 786 (1978);

Pennwalt v. Zenith, 472 F.Supp. 413 (1879); :

SK&F Co. v. Premo Pharmaceutical Laboratories, Inc., supra footnote 1;
A.H. Robins Co. v, Medicine Chest Corp., 206 USPQ 1015 (1980}); :
Hoffmann-La Roche, Inc. v. Premo Pharmaceutical Laboratories, Inc.
210 USPQ 374 (1980);
" . Boehringer-Ingelheim G.m.b.HE. v. Premo Pharmaceutical Laboratories,
S inc., (D.N.J. Docket No. 79-0358, Sept. 24, 19E0);
Biocraft Labcorateories, Inc. v. Merck & Co., Inc., (D.N.J. No. 77-693,
Oct. 2, 19B80): '
Ives Laboratories Inc. v. barby Drug Co., Inc., supra footnote 1.

17. 15 uU.s.C. 1125(a).

18. Time Mechanisms, Inc. v. Q(Q6naar Corp., 422 F.Supp. 905 (1976}.

19. Truck Egquipment Service Co. v. Freuhauf Ccrp., 536 F.2d 1210 (1876).

20. Rolls-Royce Motors Ltd. v. Custom Cloud Motors, Inc., 190 USPQ 80
(1976); Rolls-Royce Motors Ltd. v. A.&A. Fiberglass, Inc,, 423 F.
Supp. 68% (1977).

21. Dallas Cowboys Cheerleaders, Inc. v. Pussycat Cinema, Ltd., 604
F.2d 200 (1979).

22. See, e.qg., lves Laboratories, Inc. v. Darby Drug Co,, Inc., supra
footnote 1, and SX&F Co. v. Premec Pharmaceutical Laboratories, Inc.,
supra footnote 1.

23. Biocraft Laboratories, Inc. v. Merck & Co., Inc., supra footnote 16.
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526 (1924)

Smlth Klzne & French Laboratorles v Clark &WCIark' s Dra footnote 1.

125:* Hon. vincent P. Blunno, U s ‘District Court’ Judge,“\n+SK&F“Cof v.
.. Premo Pharmaceutical Laboratories, Inc., motion for prellmlnarv
”injunction,_481 F Supp.,1184, at 1190 {1979)

28.  SK&F Co. v. Premo. Pharmaceutlcal Laboratorles, Inc.g
1055, at’ 1067 (1980). - P
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7. Speaker: RO{ H, Massengill
Allied Corporation

COMMITTEE NO. 1

SPEECH TO TWELFTH INTER IATIO JAL COEGRESS G
. QR el
PACIFIC INDU TRIAL. PROPERTY: ASSOCIATIU

NoVeMBER 46, 1981~

Roy. H NASSENGILL
ALLIED CORPORATIUN

REEXANINATION A:D REISSUE RULES

T ToDAY, " "M GOING To GIVE YOU A“BRIEF OUTLINE OF THE =" ©
NEW REEXAMINAT ION'STATUTE 'AND RULES. ' [T'WILL®BE BRIEF BECAUSE -
THE RULES JUST RECENTLY CAME INTO' EFFECT-AND' GUR'EXPERIENCE'
WITH THEM AT THIS POINT 18°QUITE LIMITED. My REMARKS ABOUT “5

REISSUE" UNDER THE DANN' AMENDMENTS' WILL'BE LIMITED BECAUSE™OF

EXPECTED CHANGES RESULTING FROM ADOPTING REEXAMINATION, -7 -+
“BASTEALLY,  THE NEW REEXAMINATION' RULES AMOUNT 70" A
REOPENINGfOE”%Ht*éx-bAﬁTé’EXAMENATTONEbF*KEPATEN?”waEH3tEﬁ?75T“
To THE ORIGINAL 1SSUANCE OF THE PATENT, ~REEXAMINATION CAN'BE
PROVOKED'EITHER'BY THE' PATENTEE OR ANY' THIRD PARTY UPGN FAYMENT'
oF A $1,500 FEE AND THE FILING OF ‘A'PROPER REQUEST FOR ‘REEXAMINA-
TION. THE PRdCEEDfNéS”AREfEXJPﬁh?E“fN:NAfUﬁéfAND”AREJstht%tYfi
LIMITED TO' CONSIDERATION' OF PATENTS AND'PRINTED"PUBLICATIONS
WHTCH RAISE A" SUBSTANTIAL NEW TSSUEOF" PATENTABILITY. :
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ON THE OTHER HAND; REISSUE PROCEEDINGS ARE OPEN TG
~ THIRD PARTIES IN THE SENSE THAT THOSE PARTIES HAVE ACCESS T0, z

AND CAN PARTICIPATE. IN; ORAL ;EARINGS; SUBMIT BRIEFS ‘AND OTHER
RELEVANT DOCUMENTS.....ALSO, OTHER ISSUES; SUCH AS. PUBLIC USE OR

SALE OR FRAUD, CAN BE CONSIDERED IN'A REISSUE PROCEEDING,
THE REEXAMINATION RULES. ARE B;fLT ON THE PREMISE THAT
THE PATENT OFFICE GENERALLY DOES A GOOD JOB OF EXAMINATION
WHEN THE EXAMINER HAS THE' ART AS ‘REFLECTED IN PRINTED PUBLICA-
'TIONS AND PATENTS BEFORE HIM. THEY WERE DESIGNED TO PROVIDE

A RELATIVELY CHEAP PROCEDURE TO.ENABLE: THE PATENT OFFI1CE T
CONS1DER- REFERENCES  DISCOVERED. AFTER THE-ISSUANCE. OF .A PATENT. _ |

AND PRIOR TO.EXPENSIVE LITIGATION, IT HAS BEEN.NOTED THAT . .-
WHERE. THE. PATENT. OFFICE HAS: THE BEST ART BEFORE. I, THE.,. ; ..
AFFIRNATION, RATE. 1S. APPROXIMATELY 757 AT: THE. COURT OF |APPEALS: ..

LEVEL.

,SOfWEmﬁﬁﬁaIﬁﬁigiﬂEaREEKAMLNﬁ?leaBUF?§:ABE,EB§JCﬁFLY
DESIGﬂFD:TQ;ENABLEwﬁe?ATﬁﬂTEEszRrAﬁYQNE"F°R~THAFaMAIJEFx;JQ%ﬂaa
GET, ANOTHER. CHANCE AT. AN EXAMINATION IN THE PATENT OFFICE ON.THE
'BA$1$prENEN:PAIENTSuQR;PUBkJCATIQNSjPRESENIJNE;A%SUBSTANIJAL:;Q_

EXAMLNERyiuwTHEHCDURSEMOF‘THE,ORLﬁINAL«EXAMINATIOquq .

- Now - WHAT ‘ARE .THE RULES. ABOUT. AND WHAT- IS THE. .. -
PROCEDURE OF REEXAMINAT.ION. AND. WHAT 1S THE RELATIONSHIP TO THE.
CURRENT REISSUE/PROTEST PROCEEDINGS?

pEeralen: -
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-+ THE BASIC REEXAMINATION.STATYTE, PusLic. Law No. 96-157,
ENACTED Decemper 12, 1980, MANDATED THAT IT BECOME EFFECTIVE . .
JULY l 1901 THe RULES WERE;PROMULGATED. AND: A HEARING: WAS

HELD EARLY IN 1981 _As_A RESULT, REEXAMI ATION RULES WERE IN

PLACE ON JUL¥?l111931-vATHEYsPQaNOT:SUPERSEDEtIHEeﬁuﬂﬁﬁNTuﬁ:nwﬁ

REISSUE/PROTEST RULES WHICH:REMAIN IN: EFFECT; HOWEVER, THE - |
PaTent OFFlce Ii;EXEECTED;IQ;ﬁQDIEﬂzTHESE;RUPEﬁ IOgELiﬁ}NATE
REISSUANCE:OF A PATENT .SOLELY: ON. CITATION. OF..PRIOR; ART,.. AND ...~
TO CURTAIL: PROTEST PROCEEDINGS;BY ELIMINATING:INTER=PARTES .. -
PRACTACE s con iy Doiionia Ty 500 G030y 80 il o3da Do vty |
- WHAT.: ARE- SOME OF: THE ‘FEATURES; OF . THE- NEW.. RULESO THE

PATENTaQFfiGE:DOES;NQIeCONTEMP#ATEsAgGAPRﬁ;QF?REEXAMQNﬂFJQN
EXAMINERS:: RATHER, (IT ENVISTONS. THAT THE REEXAMINATION WILL - o
BE HANDLED BY THE EXAMINER WHO:S RESPONSIBLE FOR THAT :ART.AT. .
THE TIME: THE REEXAMINATLON :REQUEST 1S ‘MADE:, - -THE PATENT OFFICE
ALSO CONTEMPLATES: THAT :THE; REZSSUE:; REEXAMINATION WILL :BE <. =i
ESSENTIALLY. -EX=PARTE: IN :NATURE; -ALTHOUGH, :1 :WILL HAVE MORE TO

SAY ON THAT.-LATER. ,-OTHER GENERAL OBSERVATIONS:REGARDING:THE. ...

REEXAMINATION ‘PROCEEDINGS ~INCLUDE S o /sy sy

1. THE ‘EXAMINER wWHO. ‘NORMALL:Y. HANDLES . THE - ART WHERE THE:;

APPLICATION 1S:CLASSIFIED .INITIALLY DETERMINES WHETHER-A.. -

SUBSTANTIAL:NEW QUESTLON OF:PATENTABILITY:EXISTS - THIS.€QULD.
WELLBE . THE EXAMINERHHO INITIALLY ALLOWED THE CASE:

~161:-
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2, THE REEXAMINATION FILE 1S OPEN"FOR’ INSPECTION AT
ALL TIMES.

3,7 No CLAIMS"MAY BE BROADENED; "

ol “ALL CLAIMS WILL:BE SUBJECT TO“REEXAMINATION AND = ©° L
' THE EXAMINER MAY SEARCH FOR'OTHER RELEVANT PRIOR- ART-IN @7 . -
ADDITION TO-THAT ‘CITED BY THE REQUESTOR: ”

"5, ONCE ‘INITIATED, THE REEXAMINATION MUST GO TO-
COMPLETION UNLESS THE PROCEEDINGS’ARE’ STOPPED'BY ABANDONMENT: @ f

 OF THE PATENT,” THERE ARE NO ' CONTINUATIONS, C T¢P’s 0R OTHER:
CONTINUING APPLICATION DEVICES FOR EXTENDING THE PROCEEDINGS. '™
3lTHEREFdRE;'THE*PA?ENTEE‘MUSTfBE'SURETTD'GET AUL: OF THE TSSUES
FRAMED ‘PROMPTLY, ~ THUS, ‘ONCE' INITIATED; THE REEXAMINATION -1 7"
PROCEDURE ‘CANNOT BE WI1THDRAWN = AS ‘OPPOSED TO A REFSSUE i /it

PROCEEDING, ‘WHICH CAN'‘BE 'WITHDRAWN,®
U6y THE ‘PATENT OFFICE ‘CONTEMPLATES THE ‘NORMAL NUMBER *°
OF ACTIONS~T0*GET“TO*A“FTNKE1FﬁAMTNG'0F”THE"?S§UE$«“73¥ W DL
7+ “CITATIONS ‘IN THE PATENT FILE SUBMITTED PRIOR O %
AN ORDER'OF REEXAMINATION WILL BE CONSIDERED. ‘CITATIONS *
INCLUDING ITEMS OTHER THAN PATENTS- AND ‘PRINTED PUBLICATIONS %
WILL NOT'BE ENTERED ‘IN-THE PATENT FILE. °IN ORDER TO BE -
CONS IDERED; “CITED REFERENCES” MUST'HE FILED BY: THE DATE ‘OF
THE REEXAMINATION ‘ORDER; ' HOWEVER; REEXAMINATION ‘REQUESTS WILL
BE CONSIDERED'AT ANY TIME BY ADDITIONAL' PARTLES; AND SEVERAL. . "
REEXAMINATION REQUESTS MAY BE CONSOLIDATED WITH OTHERS. Co-
PENDING REEXAMINATION REQUESTS WILL NORMALLY BE COMBI
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8. -THE INITIAL DETERMINATION:; 1S: EXPECTED TO:.BE MADE
_ WITHIN THhéEaMONTHSVOFJREQUEST; AND: REEXAMINATION :IS: EXPECTED = |

_TO BE RELATIVELY CONDENSED. 7.

9 ' WH ILE THE PATENTEE NEED NOT ALLEGE STHAT: THE SCLALIMS: v
ARE INVALID, TH E"-,R'EQUES TOR: MUST  STATE: PERTINENCY.. AND:APPL1-
CABILITY TO THE PATENT AND: THE BEARING. THAT THE CETED PRIOR -

ART HAS: ON’ THE PATENTABTLITY :OF.’AT: LEASTUONE :CLATM:: o 5n =7

10, CITATIONS MAY BE SUBMITTED WITHOUT ANY IDENTIFICA=::

~ TION OF ‘THE PERSON MAKING:THE SUBMISSTON, BUT A:COPY MUST BE
SERVED ON ‘THE 'PATENT OWNER.:  ‘AN-ENGLISH LANGUAGE TRANSLATEON:::: ¥

OF ANY' NON- ENGLISH LLANGUAGE “PATENT " OR PUBLICATION CITED MUST.;

BE PROVIDED: £1osmdwapd war CEU RGN Bal 0T oo

_ 11, THE ATTORNEY OR'AGENT HAVING<POWER:OF ATTORNEY z0R+
f:} ~ ACTING IN A REPRESENTATIVE-CAPACITY MAY FILE:THE:REQUEST-FOR
}1 REEXAMINATION IF HE IDENTIFIES THE PARTY ON:iWHOSE:BEHALF:THE::"z
X REQUEST I1S/FILED, " 50080 i) "
: ' - GENERALLY “SPEAKING, " THE: FLOW" OF* THE" REEXAMINATION: 137 55
PROCEEDINGS WILL BE AS FOLLOWS: wiinte®s oo :

15 ANY S PERSON MAYFILE CITAT10NS. OFREFERENCES IN
THE FILE-/OF K| PATENT." ' HOWEVER; SUCH: CITATIONS WOULD NOT: v i

NORMALLY BE CONSIDERED BY THE PATENT OFFICE UNLESS A REQUEST. "~
FOR- REEXAMINATION ACCOMPANTED  BY. THE :PROPER. ‘FEE.:1S ‘MADE.
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22, ANY' PERSON! MAY- FILE A:REQUEST FOR: REEXAMINATION,

INCLUDING ‘CITATION 'OF REFERENCES, UPON.PAYMENT:OF-$1,500: Iy .
THE REQUESTOR IS NOT THE PATENT OWNER,.HE:MUST.SERVE’A’ COPY OF -

THE REQUEST ON ‘THE PATENT OWNER:: | % w000 2.0

% THE NOTICE: OF THE REQUEST. IS"PUBLISHED: IN THE . &, &u:
OFr1craL ‘GazerTe (0.6,) PRIOR TO: DETERMINATION: BY THE PATENT . : =i~
OFFICE AS TO WHETHER THERE 1S A SUBSTANTIAL ‘NEW QUESTION.OF:.. -/

" PATENTAB ILITY, i

R q;g*THEREAFTER;_THE:PATENT:OEFECE?MAKES:TH£LDET£RMINﬂTKuE
TION OF ‘WHETHER THERE IS “A SUBSTANTIAL 'NEW. QUESTION::OF :PATENT=:»
ABILITY”N*PIFJTHEJANSWERufs-7NOQJHA=PQRTIONvOFpI&Eg$l;SUDiEEE_t'
1S RETURNED TO THE REQUESTOR, [F THE ANSWER 1S "YES", THE " .-

NOTICE OF ‘THE“ORDER:IS“PUBLISHEDIN-THE O:Gioris =07

7005, 2FOLLOWING *“THE ORDER; 'THE -PATENTEE:MAY::SUBMIT:A o :vn

STATEMENT AND AMEND THE CLAIMS 1F HE CHOOSES. ‘© % ' 1
6. [F THE PATENTEE IS NOT THE REQUESTOR,AND THE:
 PATENTEE 'SUBMITS' A:STATEMENT," THEZ REQUESTOR-HAS ‘A :TWO MONTH
" PERIOD TO REPLY TO SAID STATEMENT. '~ : i e
.7, THE PATENT: OFFICE: THEN" CONS 1DERS - THE:STATEMENT
AND RESPONSES. AND PROCEEDS WITH: AN:EX-PARTE REEXAMINATION : -+ .-
PROCEEDING: © 00w oo 500wl vumvs non oo bmeiun s w o g

THEORETICALLY ,+ IF THE REQUESTOR:1S NOT. THE: PATENTEEy; -0

HE HAS NO FURTHER PARTICIPATION IN THE PROCEEDINGS, WHICH ARE
CONDUCTED ESSENTIALLY BETWEEN THE EXAMINER AND THE PATENTEE.
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THE"PRQQEEQINGS“THEREAFTER_WILLfBE‘GENERALLY“THEISAMEeAS;IN-THE

CASE OF AN ORIGINAL APPLICATION; INCLUDING APPEALS. IF THE

REQUESTOR IS SOMEONE OTHER THAN THE PATENTEE; HOWEVERJVTHAT .

”PARTY WILL BE SENT COPIES OF THE OFFICEQK

T[DNS,AND ESPONSES
THERETO. INTERVIEWS WILL BE ALLOWED, BUT A COMPLETE WRITTEN
STATEMENT OF THE REASONS PRESENTED AT THE INTERVIEW MUST BE

FILED BY THE PATENTEE,

IF THE. PATENT OFFIOE, NAMELY .THE, EXAMINER, REFUSES
REEXAMINATION ON THE BASIS THAT THERE. Is NO_SUBSTANTIAL NEW
QUESTION. OF PATENTABILITY, THE REQUESTOR S, ONLY, RECOURSE Is
TO PETITION THE COMMISSIONER WITHIN ONE, MONTH._:{H::‘J._,L .

-8+ . ALTHOUGH THE COMMISSIONER 1S EMPOWERED TO. INITIATE -
REEXAMINATION WITHOUT A REQUEST, THE PATENT OFFICE DOES NOT y
CONTENPLATE THAT THIS WILL BE DONE, EXCEPT IN RARE cAsEs, [N,
ANY.EVENT, THE COMAISSIONER, AS A GENERAL PROPOSITION, WILL . .
NOT_ACT ON. REFERENCES. MERELY CITED WITHOUT A REQUEST FOR -
REEXAMINATION, . IN FACT, THE EXAMINER WILL GENEBELPIrNQTEHE¥E:ug
THE REFERENCES BROUGHT TO HIS ATTENTION, B

49 IF REEXAMINATION IS ORDERED BY DECISION ON PETITIONJ“
A DIFFERENT EXAMINER WILL ORDINARILY .CONDUCT THE REEXAMINATION.:

10, IF THE PATENT IS FINALLY REJECTED OR IS THE SUBJECT.
OF ADVERSE DECISION ON APPEAL AFTER REEXAMINATION ON THE.MERITS,
IT BECONES ABANDONED. IF. THE PATENT OFFICE. CONCLUDES THAT SOME,
OR AL, OF. THE CLAIMS, ARE,ALLOWABLE, A CERTIFICATE T0, THAT EFFECT
WILL BE ISSUED.
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" THE PATENT OFFICE HAS INDICATED A NUMBER OF CONSIDERATIONS
THAT WILL BE TAKEN INTO ACCOUNT IN'1TS~ DETERMINATION “OF WHETHER A
SUBSTANTIAL NEN OUESTION OF PATENTABILITY TS RAlSED. AT THE
OUTSET, THEY NOTE THAT THE SCOPE OF THE PHRASE SUBSTANTIAL NEW
QUESTION OF PATENTABILITY "HAS NOT BEEN DEFINED AND WILL BE -
DEVELOPED ON A CASE-BY-CASE BASIS. HOWEVER, SOME OF THE °
CONSIDERATIONS INCLUDE: :

1. A REVIEW OF THE RELEVANCE OF THE CITED" PATENTS AND
PUBLICATIONS 10 THE PATENTABILITY OF AT LEAST ONE CLAIM, '

L2, THE SiMILARITIES "AND“DIFFERENCES BETWEEN THE CITED-
PRIOR ART AND PRIOR 'ART PREVIGUSLY OF RECORD.
' DETERMINATION AS 70 WHETHER A FOREIGN PATENT OFFICE
HAS USED THE “SAME PRIOR ‘ART TO REJECT THE SAME OR 'S IMILAR CLATMS.,
U4 'CONSTDERATION OF WHETHER A’ U.S.' OR FORETGN COURT HAS'”
INvALrOAfEDTTHé7PNfENT CLAENS’ON'fHE*éﬁﬁ%”oR”sTNILNR*PRrOR*KR?}“
| 5, "CONSTDERAT 10N OF WHETHER THE PATENT OFFICE HAS 'USED"
THESAME PRIOR ART T0 REJECT THE SAME OR ‘STMILAR CLATMS TN A"
VSIMILAR APPLICATION. A IR
" B: " CONSIDERATION “OF WHETHER ‘MATERTAL NEW ARGUMENTS OR
INTERPRETATIONS ARE RATSED AS" TO'PATENTS ‘OR PUBLICATIONS

PREVIOUSLY -CONS IDERED BY THE PATENT OFFICE:

" 'REGARDING OTHER CONCURRENT PROCEEDINGS, ‘THE RuLES™
REGUIRE THAT THE PATENT OWNER IN'A REEXAMINATION SHALL CALL To'
THE "ATTENTION OF THE PATENT OFFICE ANY' PRIOR OR CONCURRENT '
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PROCEEDINGS -INVOLVING -THE:PATENT., - LE-THE PATENT 1S,0R BECOMES

INVOLVED.-IN AN {INTERFERENCE, PROCEEDING | A REISSUE .PROCEEDING -,

OR?AﬁﬁiﬁJGAILQNiuJHEWCQﬁML§$IO@§R WILL DECIDE.WHICH:QFF

PROCEEDING:T0.STFAY,; -LF THERE-ARE :MORE THANONE REEXAMINATION., ..
PROCEEDINGS CONCERNING Ilzl.,E';'ﬁéﬂﬁzf;'.zEATENTuf THEY WILL..GENERALLY BE. .

 COMBINED, ' CYAHTEA :
¢70KAY, < 3HOW-THAT YOU ARE::ALL:EXRERTSIN-THE: REEXAMINATION

PROCEEDINGS ; * L :WOULD . LIKE : TO.GIVE YOU.SOME :FOOD; FOR:; THOUGHT TO..;
TAKE HOME-WITH:-YOU;: WHENvONE STARTS:TO-THINK; ABOUT: TACTICS,,.

BE HE:A:PATENTEE/OR'A POTENTIAL INFRINGER;OR-LICENSEE, A NUMBER.

OF INTRIGUING-POSSIBILITIES ARISEfwwcn nuy o BioAnLT
L IFed: AM:ACPATENTEE BEING: SUBJECTED: TO»A REEXAMENATION
LNTO THE

REQUESTED BY A THIRD PARTY, DO | IGNORE HIM OR DRAG H,
PROCEEDINGS? :»0N: THE-ONE:HAND; THE! TIMING:-1S;TIGHT AND THE PRO-

CEEDINGS :DO: NOT: LEND: THEMSELVES: TO: OPPOS ING: ARGUMENTS, - - ON: THE: &

OTHER*HAND, 2 I F - I CAN: SET; HIS ARGUMENTS: UP: -AND; THEN::DESPAT.CH THEM,
I AM PROBABLY:BETTER-OFF; IN; A SUBSEQUENT LITIGATION, SINCE HE'S;
HAD: ASMUCH! OF: HIS DAY:IN-COURT AS:] WAS: ABLE: TO-GLVE HIM,

CITE 1752 KNOWING: THE::PATENT: OFF1CE WILL'NOT, ACT;-ON #1T i :0R - ;

REQUEST REEXAMINATIONY:::1F:-l: DON'T REQUEST REEXAMINATION, L -RUN

THE 'RISK “THAT: A;;POTENT IAL::DEFENDANT :WHO :ORDERS:-UP. THE FILE

HISTORY: WILL :FINDTHESE :CITAT IONS: /AND. BE :REINFORCED <IN :HTS

BELIEF THAT MY PATENT IS INVALID,
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37 PAsZA POTENTIAL DEFENDANT, “I'F [ 'COME “AGRGSS BETTER U 0H™

ART,“D0" [ “REQUEST "REEXAMINAT 10N, -OR “DO “[“MERELY "S 1T ON 'THE V-

REFERENCES “AND-AN“OPINTON THAT THEY 'RENDER THE RELEVANT [GUATNS 70

CINVACID?Y TEVTHE PATENTEE FINDS “OUT ABOUT MY INFRINGEMENT; L b
WILE FORGE!MY HAND AND'] WILL PROBABEYBE STUCKIWITH REEXANS (7
INATION ANYWAY, a
B TAN LAY AST AT POTENTIAL? DEFENDANT “AMT]  BETTERUOFF - TG 'STAY

AWAY FROM THE' PATENT OFFICE'ON THECBASIS THAT./IUCAN'TEGETUAZFATR
 SHAKE TN AN’ EX-PARTE" PROCEEDING" TN A'SYSTEM BIASED"IN-FAVOR OF"°

 ALLOWANCE?-~ALSO; 'HOW DO~ 1" FLUSH OUT OTHER POTENTIALTDEFENSES,:%

“SUCH AS PRIOR PUBLIC USE, COMMERCIAL SALE,-FRAUDS™ETCILTINTAL 70

‘REEXAMTNATION ‘PROCEEDING THAT ONLY CONSTDERSPATENTS’ AND.

ey

PUBLICATIONS 270 &
GRE L, TS AUPATENTEE; ! 'DO" 60 FORREEXAMINATION ORUREISSUE?®
REEXAMTNATION: 'S/ GENERALLY EASTER THAN: RETS SUES . PART [CULARLY: 70

-'W{TH ‘PROTESTORS}  BUT'REISSUR ALLOWS ME'TOY BROADEN THE:CLATMS? i<
FF °1' GET BACK'TO 'THE PATENT OFFICE WITHINITWO! VEARS .
B CAS THE PATENTEE) AM- BUILTY OF FRAUD™ 17 [HREQUES T

REEXAMINATTON KNOWING ‘GF GTHER' BARS TO PATENTABILITY SUCH AS
PUBLIC USE "OR 'SALE/* WHICHCOULD' BE' CONSTDERED!INJA REISSUE 715

PROCEED NG BUTNOT “IN A REEXAMINAT [ON. PROCEEDING?

A7 2AS A-POTENTIAL'DEFENDANT, (DO "ASK ‘THE: PATENTEE T0: i1

- REQUEST "RETSSUE “OR "REEXAMINATION;. | INLTEU fOF MY - REQUESTING "

REEXAMINATION?
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8. As A POTENTIAL DEFENDANT, HOW DO | GET THE PATENT
OFFICE’S ATTENTION REGARDING:THE SCOPE:OF-THE :CLALMS VERSUS MY

UWDEVICEJ SINCE THE PATENT OFFICE DOES NOT: ‘ORDINARILY:« CONSIDER THI57

9, IF A LICENSE IS AVAILABLE FROM THE PATENTEE, SHOULD
I GET:A-LICENSE: AND: THEN REQUEST..REEXAMINATION? .CONVERSELY::-AS g
THE PATENTEE,: CAN Ir ASK:FOR: A REPRESENTATION.BY::THE -L1GENSEE »
THAT HE IS NOT..AWARE OF. ANY: PRIOR, ART, ETC., WHICH COULD PROVIDE

'THE BASIS FOR A REEXAMINATION OR REISSUE?

10, IF MY PATENT WAS HELDINVALID IN A FEDERAL COURT,
CAN 1 GET IT REVIVED BY THE PATENT OFFICE VIA A REEXAMINATION

PROCEEDING WITH AMENDMENTS TO- NARROW- THE-CLAIMS? #01: i
11i- -As A POTENTTAL DEFENDANT, " HOW:DO*]CDEALWEITH LAN T

INVITATION ‘BY ‘A -PATENTEE TO PARTICIPATE-IN-A-REISSUELOR: (=

REEXAMINATION PROCEEDING? -~~~ - -mmsisve Soeigedeod (d
12, IrTHE PATENT ‘0FFICE: FINDS ‘A !SUBSTANTIALLNEW &0

QUESTION-GF -PATENTABTLA TV} SHOULD I+ AS‘ THE: PATENTEE; :F ILE%A

RESPONSE+BEFORE -l “SEE THE REJECTION.:AND: RUN: THE : RIS K OF ~MAK ING
CONCESSIONS -AND -ADMISSIONS NOT@REALLYnNECESSARY,uORuDGal;SAY
NOTHING PENDING :RECEIRT -OF ‘THE :FIRST. AGTIONT: & .ooiivioniuy o
13, -Is.THE DoCTRINE -OF MUNCIE GEAR REGARDING.NEW.MATTER
APPLICABLE TO REEXAMINED PATENTS? .ovoiii v wu oot
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THE JAPANESE COUNTERPART SYSTEMS OF THE

UNITED STATES REEXAMINATION AND REISSUE

S PIPA ¥F2th . Intérnational Congréss  a

i Novembér 4-6, 1981,  New York;  N.iYij: USA 47

MiﬁsﬁiﬁbkCSh{(Chairmén);3iEKiméta(sﬁéakef)L»S;JHdﬁigbﬁé;

SUY S Nishimuray 'HY Inose, Ki“Norichika' and MiuAbe ™ &1 Hi 7Thiy

o Congtents: .

IT.  THE:JAPANESE :COUNTERPART, SYSTEMS=t—— o= —— i __Ii 3

a) Preéighant:systems

b) Post-grant systems

IIT. SOME PROBLEMS: AND;SOLUTIONS; CONCERNING TRIALFOR

“ra)iDelay’ in’trialiproteedings and court Procéédiigs;

“lconcerning’ trialidecisions—=L

b) Repetition Of‘ ‘examinations “and Proforgatiion (s

[ ithé proceelings Pesulting From ¢dfexisténde t6L

Trials For InvalidationsofiTﬁﬁénﬁi"1bf"wﬂ
COPTeCtion mm o mmmm e e e 15
“IV.  CONCLUSTON— oo o oo SR 19

TABLES=——— - U 21

—170—




SUMMARY

A survey 1s made on the Japanese counterpart systems of
the Unlted States reexamlnatlon and relssue The Japanese

systems are 1ntroduced in’ some detall _and some problems and

solut;ons_oqneernlpg

: e;Japanese'post grant systems;)l e;

trials_mforldinYaLidatlon: ofﬂkpatent aad‘ for oorrectlod\;are

disoussed. : RS T Sl :
LIt :is5 conciuded that the .5apanese..oooeteftart"s§stess;n

eépec1ally the _pre- grant opp051t10n system, are useful to glve

‘an inventor a proper protection on his 1nvent10n and to relleve_.

a third party from an undue restraint resulting from a partly

" or totally invalid patent,. . .. =

I. INTRODUCTION

In connectlon w1th the - new Unltes States statute for re-

SRR

examlnatlon, Whlch came 1nto force on July 1 1981 one sa1d
"The.prlmary purpose‘of reexamlnatlon procedure 1s to offer a“

v1able,_ practlcal procedure _to upgrade _the quallty and

'rellablllty of Unltes States patentsuw1thout unduly burdenlng__u

inventors with compllcated$aad”eﬁpeps;yelp{ooedyres_sdea.asil
the opposition .pr0ceeddegjyasedA_dn lothe? counteiesl )ATLe‘
progedurc is designed to focus the recxamination on only those
patents having demonstrated Commeroial importa;cee;fe;;.ﬂ._.‘.

The Unlted States Patent Laws and Rules also.prov1de as_.
the. systems for upgradlng the quallty of the patents, Relssue' 
(35gUSC_2515and,252{%hPyotests_by_Pabilo (37 CFR l 291) aod‘i 

Public Use Proceedings (37 CFR 1.292) in addltlon “to the

—17 ;:_
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Reexamination (35 USC 301 to 307)Tabeve referred to.

In thls presentation, a discussion will be made on the
Japanese counterpart systems of the Unlted States reexamlnatlon
and relssue espec1ally w1th respect to Trlal For Invalldatlon':'“‘:"=
of Patent :and Trlal‘“Fon; Correctlon,: Ehé” main Japanese U
counterpartl sYStems.t”‘ Thé"féiaér“”i%” used to ilnvalidate an
1ssued patent and the latter is used to eatfeet*‘an‘“issued‘:‘:
patent. These are handled solely within the Japanese ﬁétéhﬁf*f”

i

office. The operatlon of both systems and Some notable prob—

lems 1nvolved W111 also be dlscussed w1th ‘sone résolutions’” toﬁ

-the problems. o SSREEY

E IR

I1. THE JAPANESE COUNTERPART SYSTEMS™~ "' & 11 =7:f o

We in Japan have, prlor to patent-grant, Oppositions To
Grant of Patetns (Sectlon 55) in comblnatlon “with Publication
of Appllcatlons (Sectlon 51) “to’ upgrade the quallty "oF patentsj“?”
After the patent grant :we have trlal systems_tO'1nvalldate'orfyL
correct the patents:so 1ssued :Thefetdné”the Japﬁhééeiéystéﬁgﬁ'
w111 be‘eas1ly,nnderstood if’ they dre ‘divided into two groups,i“'
prc grant systems ‘and” post grant systems..”“:"P””

o | a) “Pre- grant systems"“

found some reasons Ffor refusal “(Section 49) 'OVelookedﬁ by Hp Y
exaainé};’6£§B§i£}3n””£6*ftﬁé* g%éhﬁ 6fw’a”'pat6ﬁt}'ma§}’3e‘ filed

within two months Ffrom the Publlcatlon'of “the'’ appllcalton o

””prevent SO FReR 1ssulng A At ERE ST 55 ob Tt e e

appllcant amend 1t.

i

. .



“First, it should ‘be noted ‘and evidént: from theé..comparison: ...,
betwéen ‘Sectivn 49 and Subsection - (1) of :Settion 55 that one;--.:

can not file an opposition on some formal grounds . suchias. that ...,

. o PR . . - L
a claim is “not’ written''in- a “required: formufai and. that. the

appli¢ation ' ‘contains:’

et than’ wone tinvention. ..\ Secondy ...

oppusitions may ‘be ' filed by any -persem, chmparédé-ﬁiﬁﬁihaﬁ ;s
demandant of a ¥ridl for ‘invalidation ‘of 'a patent who-has to.be : .-

an irnterested “partyy The -opposition’ iprocedure is basicaly. jan .

ex parte procedirey though the opponent ahd:applicant: exchange -}

thei?' views ‘and arguments 'via the patent officé. :The examiner:i:.

an .ordinary examinedj '‘miy‘reject 'the :‘published: application .

based ‘dn a“prid

he found. "

Pre-grant opposition procedure is more useful than “trials.:

for “ifivalidatin “of pitents) ‘one 6f the "postigrant: procedurés,

- in that it 7can” prevent ‘irexpensively at'aniearly istagean wind iy

valid patent from being granted, aﬁd5thié”scmetimesmbringsSab%ﬂ;I

~out an earlier legal stability of-patents. ‘The current law of

1959::pré§cribe§'zaq time - limit - to  ‘amend: the teaseons -~andfor

indication “of 'evidende set ‘Forth' in the -opposition. (Section.

56). " Aftér” Chis time limit, -+thé opponent. can ‘not’ officialy

submif*new“évidénéés;fvalthqugh 1 Pworthwhile *H¢ inotify the
evidence '~ t¢° the ‘examiner - in’ other meansi » :This: provigion:

facilitates opposition proceedings’ ‘te prevent ‘patent’ grantings: i

from being tunduly’ delayed.

“The ‘requést Ffor examination program (Sections ‘4822 . andiv
48-3)“introdicéd by the’ 1970 amendment together with: tHer:-system?"i-»

of laying-open of ‘applications (Séction 65-2) contributes to an. #7
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early - grant of . commercially. important .inventions. , - This is

because the' patent ' office may concentrate thier-examinaiton on . |

those ‘inventions. -

There : are - tﬁnuwmore;-systems: introduced, . by. . the same

amendment,” that. is’ the .preferential. or acgcelerated examination _,

system (Section. 48-6) and. the system.of. pre-examination by an . -

original: examiner :ini.case of .a trial against examiner!s final

‘decisionﬂﬂofwwrefusal’nﬂsection_;lﬁl:aln i+ These. sgystems 6 may

faciliate: - the-- - proceedings-....of . .patent. :applications _ for

commercially: - important:. inventions . and...permit  an _ early . .

utilization of: patent rights:.on such.inventions.. .. .
.HTheQEppoghBMfEbfgmpreséntationg,Qf informapiqn;”yag also
introduced by the 1970 rule amendment for the same purpose
(Rulevl&ez)fqi 
+Table. .1 :.shows :statistics concgrning;pumhershoprapcnpvgna‘_”
utility -model.applications, Tables..2. and 43_,Qppgsitiéns, .and
Table54;requestsgfonqexaminatipn,

g oib)  PRost—grant. systems. ;.

-uwemin.Japanﬂhave5.asgppgt—gpantgsystemg,_TnialthrfIgygliﬁgrw

dation:ofPatent;, . .Trial For Correction, the latter being usual-.

ly demamded as-..a -defense..against.a trial for. invalidation of . .-

patent, -‘and. :Trial.: For: Invalidation. of : Correction.. The last- .

mentioned. . trial .ds demanded when.the; correction has been .made .

violative:of the statutory .requirements..

In addition to the above trials, :there,. are .two. other .

trials, 'that .is; Trial . Against . Examiner's Final. Decision. of

..Refusal..and:  Trial. Against; Ruling..lo..Recline. . Amendment.,. these. ...

being pre-grant, trials. ::ALl kinds of. trials. .dre .conducted by




R it B cenid

trial.. examiners .or . "examiners-in-chief!, not by ordinary

examiners - {Section . 136), . although ‘the original ordinary =7 "

examiner -examines, the épplicatiqn:in_cgsgnthe applicant filed )

an amendment in. the.trial .against examiner's final decision, of

refusal. There were. 220 trial: examiners in 1980 which forms a

kind. of Board.of Appeals". in the patent office. IThe trials
are ~conducted by a panel  of three trial examiners. A trial.
decision may-.be. appealed, to the Tokyo High CQ@;#f{Seption\}]S),

and further. from.the court.to the Supreme Court..

© The * Tokyo. High: Court . .is :one; of . the eight high courﬁgul:

located . .in-.major . cities.. of Japan . and .has. an . exclusive .

jurisdiction:over. decisions. rendered. by: the trial. examiners or.. .

"Board:.of -Appeals' . of. the patent office, but does not look. at

‘new :.evidences  which, were  not. presented. before: the trial

examinersuﬂ*Thepcaﬁegaye;usugllyﬁheard hy_ﬁhpegfjdgggsu3_

~»dn the :United: States, the.validity of a. patent is consider-

ed in federal courts: and.:also, sometimes.in ITC. .As.a result, ..

courts' »judgements may wvary..from. one court, to .another, i.e.

some ‘courts may. render @ ;decision that  the patent is invalid, ..

while other courts may come to a, decision,to the contraty.

ExlnaJépan,gthe;walidity~oﬁ;a patent is :judged administra-. .:
tively, mot :judicially ‘as :in (the -United. .States, . in: the patent.. .
office: ' .So-a;patent if-once;judged to be invalid in the patent
office, it will:be:treated as being.invalid din allicpprtgshéqdjm;,
ling:infringement tactions.. | Tt..may:bé said; that . the.Japanese , -
systeﬁnofmTriaLaFor*Invalidatién,pf Patent. is a better system. . .

than: the.” ones- other’ .countries; have .in some: respect, .because, . .

first. . the repetiticn of . judgement . on. the validity .of a patent; . :
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in plural courts is avoided, this means ' savings “in"time™ and ' :

money for the parties involved; So-called ‘process economy~ from:: .
the national point of view, and ‘second thé validity “judgement:: -
is made by trial ‘examiners, i.e. éxperts in'thé' art to:which

the invention' pertalns, ‘therefore reliable dccordingly. #¥

" Trial For Corfection (S$éctions 126 and 128) )" which may bhe’ .’
refé'r'*'r‘ie.:d'f to hereinafter afs ‘Section 126 trial;’ is a trial where
a p:a"téhté'e‘: requests the' ‘patent ' ‘office :itol?correct the
specification _or dréWizhgs”"”bf“-'thé":"‘patenti‘-' ' Tt imay ™ ‘be - uged, o
first, to correct ‘Some errors in‘theé descriptién ind/or-¢larify
'ambi':gﬁdﬁs’ ‘statéments therein.  THe patent - after sﬁch cor-r;ect‘ionu.'-»'
may ‘prevent Tilings ' of "jbthe‘f*wi's”e' '‘possible :i'xjfring‘ementi‘— suitshis i
It will “also’expedite licedise mnegétiations' under: -"the‘i"--paténti‘.“": il
.;Theéé “are ‘¢alled Mpositive trials ‘For correction?®. ‘Thegecond =
is to put thé"ébécifiééﬁidn;dp*dfﬁWing”feady‘forﬁanﬂbffensembyuuﬁu
an 'é‘t:l‘-i;'éf‘r:"séi“y “party ' When ‘a trial’ -h'as"-béen-'~fiIe(i1?tb5 ‘ipvalidate
the: ;f)fa{;éht by’ "that""foppénent'“ or‘When-'a “décisiof of a - trial to
.invalicjlat'ei-‘ the ‘patent "has been rendsred but. hds “not "~ become .-
c_onc']lfléi':\?é' yet. ¢ " In ‘this “case: a- trial ‘Forcorrectiony tis i
demanded 't¢'  remove ‘some’ ‘defects’ -in ““the specification or &
drawings €6 wipé’outa ‘fear’ that' thé ‘patent is  partly:lor
totally invalidated. ' These' ‘are ~called -"defensive “trials .for .
correctidoni’ Tt should be’ kept ‘inmind: that a claim:or-claims
canEﬁot?be’gubsthhtiaily*enlarged or ‘modified in:thé!trial, and’ -
further that'a Section’ 126 trial mdy be demanded &ven:after the :i:

extinguishment 'of “the patent!, but not after the:patent has been::.

CUARVATIdAtEd i Tt r Il T for-finvalidatien ottt e patent rtSection e

126)% " “If “there. 1S ‘a’licensee on'the: patent, he'has ' to ebtain : .
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an-assent.;of. the licensee before he files the Sqqtign“%26‘trial
{Section 127%7}. When the Section 126 trial has. been filed, it
is:disseminated~in;thegofficial”gazettgw(Segtignﬁ}93lﬁgw

:?warialéquna:Invalidation-;of”‘anrection,ﬁ(Squioq§i1129 and

13C), which is referred to hereinafter, as Section 129 trial, is

used to invalidate the corection permitted’ in uigﬁ,pfgvious“'

Sectioné:1264;trialnqas;;npt,¢cqmplyipg;vyiphuﬁthe,,spapgtory

requirements:. which are. provided .in- Subsections 1 .to :3nh9fq
Section 120u..: 1o 1y

Doy

Trial For Invalidation .of a Patent (Sections 123 to ?gg%

whichiis.referred.to hereinafter. as Sectiqnﬁ123ﬁtrialﬁﬁs ipniti-.
ated iby:a thifd.party or’ parties who, want ﬁopinvalidat?=th@;p%aﬁ.
tent because of some groundsyonqreasons<theyghaqufqudb;pr?
whenﬁannew;grdundwoﬂwinyalidation;haSwoccqugﬁqftﬁq;@hg“grant:
of »the.patent:.(Section 123} ...+ -

The - ‘grounds ~ for::dnvalidation:that may , be .used. .are . as.

valIOWSu(SeeiSectionu123»for;detqilsi;ﬂﬁh;,'

1. When the invention is anticipated..or .obvious. from..a,

. prior. art: publication or publications. inclusive, prior
i nn:use-and&pnior knowledge: Chrrawm oer el
+2:- When thHe invention;is a.statutoery. unpatentable;. ;.. ::
fﬂg.dehenﬁjoint_inventors:on:co—appligantsgdié th:@ilg the.
application jontiyéwhen it: was the case;j. ... ...

»-44 When. the  invention.ds the same as the.invention. claim-
“ted.invan earlier.filed appliéation;@f;} L R PP

00 5 When - the: invention: is.disclosed.in: anearlier filed.
w«application,»pnovided the.inventive entities. and, appli-

cants:are: differenct, from each other; . -.
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““6. "Whén the invention 4is “not preperly ' disclosed.-and.

‘claimed;

7. When the invertion was- patented by ‘a person who:is not .

“the' inventor ‘hor THe ‘assignee, or'arcorporation which
"is not ‘the ‘assignée; and

8 ouhers

‘I should be noted that Section’ 123 trial can ‘hot beide-:
manded after five “years"  from ‘the “grant  of the:patent if the .

.prior art to be used is a foreign printed publication “(Section™

12ﬁ); and" that  ‘one " can. 'not. demand:“a ;Section 123 trial or

sectibon ‘129 “trial’ based ‘on ‘the 'same ‘facts: and  ‘same - evidence

. pireciously rélied’upon (Section 167):: The ‘Section: 123 trialiis.

conducted under  inteér partés procedurevo

Therefore ‘both partiescan ‘éxchange their:views :with: each:

other. But the trial have a fundamental: ex = parte:.nature;:.

theréfore ““the ~trial’ examiners::ori:Mexaminersiin-chief!: are
allowed to invalidate‘théfpatEnﬁﬁin?qnestiOnﬂbased'onrtheﬂprior
art “the examinérs havée found: too. 1 -0 in i

WitTIn Y thist 'case’’ theyt have to nbtiﬁy‘iﬁwt0 theVﬁaTties for
argument. In any event, the trial: examiners.<take the
initiative therefore’ they 'ddn "keéep processing the caSé even if
théﬂpérﬁytOr parties “do not respond ‘or appear before:ithe .hoard

when so requested;v“(Séétibh”lSZ and~<153):

Wheii® ‘a "decision ©of the trial® for:iinvalidation: has become’

conclusive, the patent‘fighfﬂis*feﬁfdactivelygrevoked*(Section

1253, “Section 1237 and-Section 129 trials’ basically include

~hearingg-rso--the statitestates—(Section —145)5 - howe ver-—fle -

hearing is not usually ‘had.:  The:hearing isiopen:to:the public,
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and when ‘had; a record is made by.a pegrson designated by the

commisgioner ‘and signed..by the chief of the trial examiners and. —~ 7

the " person who.made it. :. It iS,the_lgsar?s pesansivility_th

payﬂthe~COst~heeded in. the. Section 123 and 129 trials (Section

”_169) These trials-when*filed,areLdissemigqhedhinhphevoffigiqih

|
|
i
1
f
;
)

gazette - (Sectlon 193) .

~‘Table :5: shows: the: numbers of. cases decided to,b@%igyalya
or - validi by the trial examiners. infeaghjyegn;‘llp_alsquh9w§(
that=thé“avefage3invalidupercentages-iq;ggceppzygqrsvaﬂgk5l% in
patént cases iand 44%. .in utility model cases, which m,eé,r:s ‘that,
utility:models are: more. difficult, to invalidate than patents. =

The graph under tabel 5, shows the tendency and change of .

the dinvalid percentages during a long period of time. Tt
indicates that they are again pulled up or almost reaching to
thé*SOJSO% leveli: Ha.

Table . 6 showshtheﬁtendency_gfgpheqioknggithprpp;;p”thg.
disposal of the cases from the patent office with‘respect to
the ‘validity -of patentémw It . can be:.said that theﬂgqurt,gﬁfirms
the position. of: the: patent . office more often in the utility
model: cases than in: patent cases.n.:.

o

Section 123 ‘triéi is an 1nter partes procedure"as Just

'mentloned while Section 126 trlal ‘is an ex parte procedure.

Both trlals are'c6ﬁ51dered to be Separate from one another and
therefore exaﬁiﬁatlons=”;% both trlals may not be comblned.‘

Section 154 which deals with 'consolldatlon'jof tfials:ﬁ{é
inﬁéébrétediby”gbmé“ﬁeoﬁlé*és~nbtrbeihg applicable even if both

kinds of trials are concefnéd‘Wiﬁhéﬁhetséme“pétént.
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" In an “actual ‘patent - controversy however, there.-is ‘a .
factual ‘and substantial "E"r'el'at‘ionsl'iip “‘between both -kinds :.of. .
trials in case the same ‘patent is involved, because.as:has.been:

mentioned earlier J"a Sectioh 126 trial’ is:usualily demanded.as .

defense against a demand Fér ‘a Section 123 trial.i :

The Patnet Law provides an adjustment provision- to allow .

for ‘éxample a trial  procesding to:be suspended: until ranother

trial or “court’ procéeding has’become conclusive: (Section-168).
: .D"és'f):'i.te"” ‘of “such’ adjustment -and consaolidation tprovisions,. .
there have been  pointed out- some’ 'problems pvesulting .from. the.

coex'i':s‘:tfé'h'é':'é‘; St both® kinds  of” trials,’ "whichewill :=;be\:§:disqussed,_s-

below: " "

III. SOME PROBLEMS AND SOLUTTONS CONCERNING TRIAL G FOR:

INVALIDATTON 'OF“PATENT “AND* TRIAL FOR GORRECTION -« .

P,

' The “JHpanése systems have beent found to:be useful: to. give,

an “invéntor a proper’ protection on his'invention,-and;.at. the

same time to relieve a third :pavrty 'from: an undue,,ﬁ.estraint;:

resulting from a partly or totally invalid patent, but still

. there seems to be much to improve.

Hereinafter, we will take up some problems recogn-ized.

through actual usages of Section 123 and 126 trials and discuss

some solutions to the problems.

-.a) Delay in.trial; proceedings, and court, proceedings
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According to some recentwstatistiCS,wtpial;pnoqeedipgghip;

the' Patent : Office take about. 4 to:.6 ;years: to get to,the de-

cisions, vand. court proceedings .in:.the Tokyo High Court,

fromitrial decisions (Section 178)wtéke,abput;4wpp 5 vears.. ... ..y

Prologation. of: these proceedings..is .of . :course yndggiqukgb'

erived.

to:inventors, . .dpplicants and third parties

prolongation: will: resulti-in-a. very:serious increase, in . expense,

including attorney!s feesuv.oi -

‘L.Under* thei priciple ol im separation. of . three..powers;. .i.e..

administration, legislation, and. :judicature, ‘the.patent office,:
an-administrative: sagency; has san :exclusive ..power to ; grant
suéh”powersialthoughrthey»do‘have_power&-to_judgeﬂinfringgment
actions. - ~The “system’ based on :¢such! principle iwould make.. it.

difficult ‘'to::handle" ‘a ;patent: controversy . smoothly.: - Under the

Japanese: rules; civils:ccourts iusnally treat: an invalid . patent.

involved:in: an infringement action as being valid:unless; it. has.

been :invalidated: by = the: patent 'office;, -‘and..accordingly the '

Japanese rulés often function advantageously to::the: patentee!'s
sideiiil

wniTen igtrsaid thaty @ inworderisitos;solve. the. . problem of .such

unfairness; every court-wheresan;:infringement action;is:pending

does ‘uniformly: suspend :the: proceedings..when:a trial, decision
that the patenti'is. invalid has~been_made,6ven‘when~i$ has -been
appealed. "7 3Soif we ' are analleged -infringer :in:an infringement.
aétion;iwe‘had-beﬁter“informwthechurt about. theutrial decision
as' ‘soon’'~as the patent pfficeiissues'itwsoithataitwcould.be
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taken into considération in the court.: ::
- Ahother ‘Solution” that -+ can': be - employed ~in+- actual

ihffiﬁéémeﬁt actions is to dllege "based ‘on the following. .. Some

‘courts ‘made’ a décision’ denying ‘an enfdrcement . of: patent son an-

invention in the public ‘domain; saying for example; ..

“ (i)' “ 'The ' ‘technical’: scope’ 'of -a . patented- .invention

containing priér art should- be interpreted to ' be limited.to .the

examples given in the patent specification; and-asna result:.the:

alleged "infringing act 'is considered 'to be:outside .the narrowly

interpreted Seéope of the invéntion;:

S EEDE Since “atspatent wis ~to bew:granteds en. .a :new..and.
unobviocus dinventionand ‘a’-patent..originally:-should.not +have.
“beengranted on:'the :prior:iart, the pitentee is not.permitted to.
enforcé his Tight against the practice:of the:prior.art, and.: ...

(iii) An ' abuse of ~a“right:generally -is" not .permitted.and.
" the' enforcement of the patent:right against the practice of:the:
prifor art coinstituftesisuch an abuse; accofdingbyinot=permittedr‘

The ' ‘sclution “of +this: kind:means that ‘the courts - judged:

substantially the wvalidity  of:'a patent..| It :may:-be. suspected

that they are beyond their authorities given under the Japanese-

Fules. " It'idis: chowever  heard-that:some courts justified;them-

selves ~ih certain cases;  saying in-effect that. they are-autho-

rized to act 'as the tabove:ras' they -have a power to.interpret the:
scope ~of protection  for -example:by 'applying::the -doctrine . of:
equivalents. “Anyway .in: consideration. of .the current - courts'.
practice, 1if .we: aredn -alleged::infringer: in  .an-.infringement.

“ﬁactibﬁﬁﬂﬁwe**shﬁuiﬂ“ﬂpoint“Noubﬁﬁstrongky”*befbne“wthewﬁqvurtﬂfthﬁt“”wwm””“

partial or total invalidity of the patent if this is the case,
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demanding _at . the.same tlme a Sectlon 123 trlal 1n the Patent

Office. VWe. would lose nothlng even 1f Such contentlon is notr”“MM“

taken up.by the court.
The thirdn”solgpiqﬁ;:ishAtq( increase the number of trlal

examinersm:_. Such increase of _trial exqminres w1ll greatly

contrlbute to fa01lltate a11 k1nds<o ;

cial > Sectlon“m
123, Section 126 and Section 129 trials. Though. the patent.
oﬁfice_ls_ﬁpykpgiyeap_aftep;xggf Po increse trial examiners as
well . as ”qrdin?PY:ygﬁx%Qiﬂ?F§),i tgiallwlq§§miné;§ APe still
insufficient in number.

Some relevent Statistics are shown %9; Table 7 in
connection with trial examiners.

We think that the statutory basis of the second solution

is . rather weak., Therefore we would like to propose the fourth

solution, that, .is, the .reyision of the current statute which

shall. rexpressly. permit can élleged infringer to _claim as a
defense, the invalidity of the patent 1n an. 1nfr1ngement ac£;og;
thereby . to.authorlze .the. court to Judge thelvalldlty of thel
patent. In other words, the fourth solubion is a modification
and .codification .of .the . second solution. .. The IPfPPoéed'
revision will avoid the repelition of judgement on the validity
of ;a patent.in.infringement actions, . . f;kk; po N
‘Even (if, the fourth, solution is enacted, both Section 123
apdaSectionglzgntp;alswmay:beukgpt in,ﬁg?cefﬁg |
Ihe—{fiﬁth,,§olup19n ~is te .establish .a ngca%lQQggRQﬁﬁpt
cpurt:hlikg:hthe .Federal _Fatent :QPQFt,:iQu ngt:ﬁGeqq§pyﬁ‘9y'
combining the: patent offige's  trial board and the Tokyo High

Court!s . industial. property rights  division, . .The trial
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proceedlngs in tﬁét'batéht:udffiEé"hndw;théivﬁfocééﬁiﬁgs?}in*'tﬁé”ﬁ
Tokyo ngh Court agalnst 4 trial dec151on ‘$hall’ be ‘conducted ‘4in’’

the same instance before the proposed patentvﬁbhftfliUﬁBéE'sﬁéﬁ"

system a patent controvePSy w111 be settled earller

However many thlngs have to be carefully considered before”

the enactment of the laqt twn sn1ut1ons.

‘Hﬁf“'Repetltlon of examinations = and * prblongation  of "
Ehé” proceedlngs resulting  from ‘co-existénce of

Trials For Invalidation Of Patént ‘and For Correes:

“tion

”T&A; Uﬁéé‘fﬁéghniséidqvéﬁrifé¥:ﬁ Béctiahzwlﬁﬁr trial” is" ofted-
dgﬁggﬁea:ééﬁéidéféﬁééﬂaégfnsfja“déﬁéﬁa*fdﬁ35ecﬁion“153 trialtine
an actual batent infringément adtion.” Both Kinds ‘of trials'aré:
however auite T dierdbelib TPrb “ove arofMer’ i biatitory’

character, and therefore their examirations may not be’ combineéd’

even if both are Concerhed with the same patent. 7o

"As 'a Tesult,  if “an’ allégéd’ infringer dgainst whom the

patentee has brought “an ‘action for patent’ infringement démands’

a Section 123 trial to circumVéﬁt:the:ﬁhdué“féétfaintffeSulting#

from the patent, the pitentée may demand a’Sectidn 126 £rial if

he thinks that his ' patént “may "Tbé “Vprévénted  ‘from’ “heing:

invalidated” by the  "corréction “of “the 'sSpedification or

‘drawings. On’ the other hand, 'if the patenteée thinks’that his

tent~ may“not*be-‘IvElidated o the FrodndsTalTEe

alleged infringer, “he' "will' “not demand “‘a Sectldﬁ“ 126 - tirials

CIgi—
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simblyTbeCduséwaﬁSectionalZSatrialshasrbeenadgmandedbiiqﬁqthgpﬁ

words!, “he willinot_demandwa!Sebtion-lﬁQjtfialiuntil.a Se§tioni”m”

123 trlal de01510n thats hlS patent; is: invalid has‘aptually been -

rendered. In an extreme case,. the. . patentee . may  demand.

Sectlon 126 trlalwforﬂthefflrst tlme when the Tokyo ngh Court

has ‘rendered a decision: Affirming. the trlal de01810n,‘9p»§f§gpﬁ
heﬂhas?aﬁpealedﬁthe:TbkwaHighﬁCourt's~decision;to;tbg;SgperQg
Court .o | Dot
L In‘tﬁe?abbvévbasés,hiﬁ:a:Sectiqn 126...trial; decision that.
.thé“”sﬁecifiﬁaﬁibn”iOrntdﬁawfngsﬂrshould,wbevscprrectedy hﬁﬁ:?Peeﬂb
rénderéed, - ihe’  Sectiorn: 123 sistrial . proceedings ;haxegytgﬂfbeﬂ‘
condictéd 'anew'::to :make a&hew;Sectiomulzsgmrialgdecigioquwithg
réspect toiithe vcorrected specification OP;dfaWingSﬁ%;Thiﬁﬁ@egg§ﬂ
that i alls ‘ebncereéd tihbludinghvbﬁeeademandantg}xthefﬂdemandep,4gtheg
triall exdminers ands ﬁhé»ﬁ‘-'courtf(S)z ‘have. made:vain.efforts, after:
akli‘in “Gonnection: with:ithe!old Section.; 123  trial .decision.,. -
Further ,s~when/'Both itrials are concerned: with the: same patent,, .,
thés ‘repetition iof: substantially :«the - :same :consideration,.and,
examindtion “occurrs in both:trial proceedings since some common:
grounds and evidengeé_such as prior art publications are often,
: pféséhted*fduringﬁvthef;prceeedingsw of: those: tpiastﬁ;;;Such
répetition is of course undesirable. -from: the. point .of Process.
ecohomy. ~:Furthermore, isthel: Sectlon\ 123 trialsowill ctake .a:
prolonged period of time to get fo the final.:deeision, .and,
accordingly > thé patent controversy will-also take a :long.period
of '€imé to' bel 'resolvedi .This in “turn.meang: proportionally;
increaseingexpénges including expensive attorreys' fees. iy ivis

There is an example of prolongéd: proceedings: resulting.
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“raffirming the

friom the co-existence of the' both: trials. ' Although the example -
iS'éohcerﬁed”wﬁ%h?a;utiliﬁy'modelscasew(Case No.: 1978. (gyo tsul)..,
475 “-”Sup}-émé" Court), --décidéd- ‘Aprilis13,.1979),; the. isame :way: of
thinking applies to''a patent case:: :
f“”‘In:tﬁis‘CASe,-é-SectioanZGitrial'waSwdemanded during. the -
proceeding o6f anaction before: the :Tokyo. High:fourt .against a .
Séctidnilzj-trial?decision andit-resulted . in.the .grant.of -the
demand after the conclusion of the oral pleadings before the :
court. ' Then'‘the Supréme Court-annulled.the.Tokyo :High Court's
decigion’, which was made ‘after  the Section '.126.1«t.ri_al;.'éée,c_i,s,.ion;,;.;
having deniéd the : 'patentee'’s .seeking of . cancellation iof. the.

Section©123" trial i décisiony. isaying: that themgfound,for;netriaL:

'“_ pfbﬁiHed“ih Subsgection T {(diiiv) of Section: 420. .0f the Code.of .

Civil - Pﬁobéﬂﬁre"ﬁexistsﬁnln%ﬁconﬂecﬁioﬁm;with ithe . Tokyo:. High .
Cbnrf“s“-dECiSion;Vfandhﬁremanded==thex~case” to:. . the .Tekye. High
Court. ~ " 'The ‘Tokyo Higthburt‘Wouldwrender_a»sécondgdeqisignb
contrary to vits! first: decision.: -As a ‘result;: - the .case would,
further be remanded to' the patent:office ‘to conduct the.second.
- Section 123 trial examinatiop in’connection with:the.corrected.
claim: -
“i Courts’ tare trying to: prevent..the: prolongation: of. .patent.
.disputes :involving iconcurrent’. Section -123..and Section: 126,
trials:-“by: ‘adopting’ a’ ‘somewhat - liberal .dnterpretation of.. the.
relevant ‘statutey: 7.3 so0 Lo fun oma i ;.h¢:=u«
="‘“3'«"I*he'15‘e_":'Ls"a].?-so an' example ‘of- such-.a. liberal interpretation,

(Caseﬂﬂo;.1970;(gyO“tsu}:32;HSupfeme Court, decided May 6, -1976.

“Tokyo

decidédeeptembér3263ﬁ1969}.viasu
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In this case, . a. ,S(a:c_t:iqn”.1:26:’..tpj,aflU_dfe_l.rlla.nd,_ was granted dur-

in_g__.-_.a Section 123 trial on. the ‘_Sam;e_.:pater}'t Wh_ich was pénding

before the . Patent . Office without giving the demandant of the

Section..123 . trial  an opportunity to preseat some additional

grounds..,and. evidences for. the invalidation of the patent 1n

connection with the corrected claim. .

~:. The .igsue dAn thls case was :_ighat_he;j;__‘ such an opportunlty
should have been given to the demandant of the Sect10n123
trial.: . The,; Tokyo High Court rendered a decision, that  such
opportunity should. have. been given and. that wf':?:::gffjn'}.{x?@g_‘d by the
Supreme  Court.s ... .

cioneIt oiss o be .noted. that, in.the SQQ‘?Y}Q;.,:9?1:55:;6.,_th_!?.;.;_Pai?.:e‘_nt.‘??;}ﬁ'-
a . foreign.. corporation,: ,_.:a-nid . this ;z;f.f\‘?‘.?,t;, gl{i;ght?;__ bepartly

accountable.. for +the.prolongation, of the cae, since .a period. .

additional..to.the invariable period.for taking actions may be,
given: (Subsection. 5 of Section,K 178} and a designated time limit,
or:date:may-:also. be extended or changed: ( Section 5 )A_-

i+ Though there.dre both pros and cons in __g:pnn‘eit__:tipnd,yq_ithi, the ‘

" two Supreme: Court .decisions,  we, prefer. to be for them from the

point. of ;eanly resolutign. of the patent, gontroversy. . -

It dis sadd..that, din. onder _aboi.:,sgl._oy.‘e,}:.:t:_hei_:,\;a\:bgye‘—'r{_lcqu%ggggmP\‘
problems;. .. ar}::_angemgnt,s,,, are , made ; under .the dlscretlon gf V the
Patent.. .0ffice.. for. hay_ing:,:ﬁ:;ig ;.:saxlr_net,_.__‘bod_y__' o_.f: trlal Q?S?min,‘%?,ﬁ"
conduct the two examinations; for. Section 123 and Sect10n126
trials when they are concurrently pendi_ng before the Patent
Office. In connection with the Tokyo Higirl Court practices, it
is said that for the same:;purpose court proceeding,_s. are often

suspended until the Section 126 trial decision has been made in
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case the Patentes’ demandéd the Secbion 126 briali~ "

‘i;ﬁfgbléﬁé ﬁéﬁéﬁ :gé;“Ehé*mfepétiﬁibniﬁéf; examinations “and:
PESioﬁEgtiaﬁhﬁBfWhthég}p%bééé&inéé”ﬁiﬁ” ﬁhét}éo—éxiﬁﬁing“itriaISff
c;ﬁﬁaé?%gwbohgiétéiyb;éﬁoféﬁ Bﬁijﬁﬁf“tﬁé ‘adjustment  provision:®
ﬁééwegﬁfzféiéf;:prﬁéeéaiﬁégezéﬁﬂlttﬁé%? bétween Erial  procecdings.:
and court proceedings (SectioH“TGE);”bEEéﬁéé;théfabﬁlicatibnﬂbﬁ¢

,tﬁéhgfé;félanﬁfs}Eghthgméi§érétibn”6f”thé/trial examiners and

cgﬁéténébﬂéé}nééj
TUA Solution’ of the “probléms woild be 'an ‘dmendment of ithe o
chrrent %Eﬁéﬁééla@i”'hya%hﬁttéﬁéhﬁmeﬁt“Seéﬁiﬁn“IZSf“SédtiOﬂﬁl&&ﬁ
and Section 129 trial examinations should be combinediwhenithey:
'agﬁeégﬂqiﬁ?”éﬂﬁf$c6ﬁ6fnﬁﬁiaﬁf “irPHe' 1978 ' amendmerit ‘has® ‘already
“introdiiced inth “the ciiffent “Tidw a provision’ that, ‘wWheri’a>trial -

for invilidstibn “of a7 pﬁ%ehﬁ:jfbf““?EASOnEE proper “ito snan s

iﬁ%e;natigﬁﬁlhwpatéﬁfﬁLaﬁﬁiiéﬁffdﬁ ‘Was' bBeen - domanded :rard ‘i
Section 126 trial “has” alSo been ‘demanded” within ‘a’ stitutory:

time limit, a tridl 'decisidh’ in "pPespect  of “such “invalidationw

" trial "shall ‘not be 'madé”“until “after ‘the''Section 126+ Erial

decision his been made (Subsection 2 of Section I84-15)n  ih
It will 'be ‘apparent From “the “aboveé: that theée ~propesed:

" It should be noted that’ the 'solutions proposed’ under  ITT;

above dre those of ouf ‘workihng ‘group hnd’ do® hot' neécéssarily’

' reflect the views of the PIPA Japaneé group i~

STV CONCLUSTON s wervtas-
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We +think that the Japanese counterpart systems of the

United States reexamination and reissue are useful, +though

there seems to be much yet to be improved; %o give an inventor

a'pPOper,prdf sTieve a third party

from an undue restraint resulting from a partly or totally

Y S g N L L s

1nva11d patent,751nce patent dlsputes are re%olvedLunder those

opp0511ton system usually

fmone_preferable toruse than the

oy
¥ iy

: trlal for1“1nvalldat10n;Jma1nf§'”Bébaﬁséﬁnéhe iformer can be-

utiiized inexpensivelnﬂto prevent at an early stage an invalid

patent from being granted.‘K The ¢trials for ynvalldatlon and
: o i
correctlon are also useful~ xsiﬁcél there is mﬁch time within

Wthh we can take an action and they -are centrally conducted in.

the! Japanese patent office.
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TABLE 1 _
. NUMBER OF APPLICATIONS AND PATENTS

-+ fhousands .. {77
. m s s 7200 .‘-.‘

A ~———— Patent application

Zwwm-=Patent granted

" i{J.M; ~application/:
' -M. granted /.. .

100

50 AN

30 1 ™ ,’.. -7

86 T T B0

year
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TABLE 2
OPPOSITION:

FILINGS -

| Gases 2nd Published -

Cases Opposed =77 "

| Percentage of Opposition |

19760
wgcwiggkqqu.;ww;.

1978 48.200 |
1979 44,800 |
1980 ( 5080 ;

54,50 [ 4.

9600 | -
‘ 57600+

* 56,240

54,560
45,680

TABLE 8
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PIPA JAPANESE .GROUP

PV Committée No il

-éfbuﬁqu;wjgﬁm“

. §, Nakajima
. ek

o s ”Fukabori

K. Hara

H. ‘Mastmori

RECENT COURT DECISIONS ON PATENTS IN-JAPAN'

1. Application of Articie 29bis of the ?étﬁnt Law

2. Division of Application after Examine%ff

for Publication

SUMMARTY

. In this report, there will be introduced two recent important
court decisions in Japan relating to patents, ' '

One of them iz a Tokyo High Court decision which is con-
cerned with the application of Article 29bis of the Patent Law. In
this decision, the Tokyo High Court has indicated that in the
determination of the same inventions under said Article, it is
permissible to take into account the. general common knowledge of the
art prevalent before the filing date of the prior application, as
- well as the desc¢ription in the specification of the prior appli-
cation. This Tokyo High Court decision is the first court decisiom
since the enactment of said Article in 1971, and therefore, it will
be a leading case for the determination of the same inventions under
said Article. Further, we shall report on our investigation of
numerous trial decisions in which said Article was applied, and
shall attempt to clarify the actual state of the Patent O0ffice -
practice concerning said Article.

e The--gther-one~'s—-a-Supreme-Courtdecistonconcerning the o s

division of an application after the Examiner's decision for its
publication. In this decision, the Supreme Court upheld the Tokyo
High Court decision denying the Patent Office practice, and has
indicated that a divisional application may be filed for a subject
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matter disclosed but not ¢ ed..in -the..original specification even
after the Examiner's decis ublication of the original
application. Consequently,: the Patent Office.is now obliged to
change its practice for div151onal app11cat10ns. In this report,

- we shall discuss, in addition to the court decision, the important
points which the applicant should take 1nto account when filing
divisional applicatiomns.

—195—




IT.
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2.3 Judgement by the court

2.4 Comments on the court decision
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I. Court decision'éBhCefhigg:thé”aﬁplication“6f*ﬂArticléT29bis of

iﬁe,Pétent Law!

1. 4Introduction

Article 29bis of the Patent Law prov1des‘forra requlrement
Vfor patentability whlch was 1ntroduced anew by the amendment in
1970 of the Patent Law, and which is referred to as "an expansion
"of the standlng of a prlor appllcatlon (1.3.‘a whole content
.approach)" Namely, 1t prov1des that a 1ater appllcatlon claiming
the same invention as .an 1nvent10n dlsclosed in the 5p901flcat10n
or draw1ngs as 1n1t1a11y flled with a prlor“applléatlon published
or laid open after the filing of the 1ater applicatlon should be
‘refused in princiﬁie, 1rrespect1Ve Tof whether of”not theinvention
nof %ﬂe latéf‘application is c¢laimed imn “the pricr - @pplitation. = {The
Utility Model Law has similar ‘provisions ‘in Article’3bis ‘thereof,
and-unless otherwise specified in this reportfﬁfhéﬁﬁeference to
‘WApticle 29bis of the ‘Patent Law'is also appliicablé to .Article
"3bis - of the Utility Model Law.)

The purport of the leg1slatlon of the requlrements for the

. appllcatlon of and the problems of sa;d Artlcle, were reported by
Mr.”‘Shimokoshi at thé Tokyo Congress of 1980

In April this year upon expiration of more than 10 years
sinée the’ enactment of said Article, the Tokyo High Court made aii
decision concerning the application of said Arvrticle for the first
time. We shall introduce this decision and at the/same’‘time report

on our investigation of the actual Patent O0ffice practice for the

|

..determination.of. the. same -inventions-under-said -Articley-which
investigation was made into more than one hundred trial decisions in
which Article 29bis of the Patent Law orrArﬁicle 3bis of the Utility

Model Law was applied,
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2. Decision Gyo-Ke No. 43 (1979) (Tokyo High Court)

22 #) . .Summary .of  the case .
2.1,1 The gist of the invention of the application in questlon

.The 1nvention of the present application (1.e. Japanese

Patent Appllcatlon No. 973h/71 flled on February 26 1971) relates

to “a process for producing a killed steel ing .

and themgist of”‘
.. the invention as- set forth 1n the claim 1s as follows' .
,hi) Pouring. a molten steel 1nto an elongated mold
ii). -blowing. a compressed air or, water to its head nortion
to;have¢a_solid1fiedwfilm formed o

~iﬁ)--a few, minutes 1ater, rotationally mov1ng the mold and

~rholding it in. a longitudinally horizontal state for a predetermlned

period of time, and thereafter .
niv)u;briﬁging;tpegmqig %nlanwnpf;iﬁ?quv?w%tatez;%Qd“qaﬁ:;
pleting the solidification. LOE L e
In'Short’LiﬁniSﬁiﬁdgnd?d“bxéth? invention to minimize the canities
~-(pipes) within the steel ingot, resulting from the shrinkage unon

solidification, by carrying out the solidification of the moltenﬂ

steel by firstly holding the mold containing the molten steel in a

horizontal state and then rotationally moving it to a vertical -

positiem,

é.l.2 Grounds for the Trial Decisiom.
In the trial decision, the Erial Board, referring to a prior
~application . (Japanese Patent Publication No._43707/71 flled on
Septemben,B,‘19§9;and published onrDeoemben:2%{ l??l),AQQtarmineQ

that,theﬂspecification,and:drawings as initially filed with the

prior application disclosed.an invention (hereinafter referred. to

vi@s; "cited. invention") for "a process for producing a.steel ingot.

comprising. .

18—



i) poﬁ;iﬁéua“ﬁaitéﬁﬁétéei.inﬂé méld;”
ii) after solidification of its top surface to ‘Constitute a
-covéf;. o - | _
| tu) rotat1onally moViﬁg the micld’ and ‘holding “it in‘a longi-
tu&lnally horlzontal state for a predeterm1ned ‘period of tlme, and
thereafter ol |
iv) brlnélng 1t 1n an up-51de—down state for solldlflcatlon"
with the same purpose as that of the present 1nvent10n. -The Trial
Board further determlned that in view of the dlsclosures in publi-
catlons available prior to the flllng of the prlor appllcatlon ~and
'the conventlonal state of art well known to those "skilled 'in the
“mé;t; the‘expre551on "SDlldlflCatlon-Of the” topiport1on-t0"constltute
a cover' includes a forciblé cooling by blowing water. ' Thus, the
Trial Board rendered a decision that thé invention of the present
application is substantially identical to the invention' of the’ '’
ﬁﬁfigt.apﬁlicatitﬁ.éﬁd'atéﬁtdihgi§'tﬁéupféseﬂf appiicatibn.iSrun_ﬁf
.ggt;htébié;pufsﬁéﬁt“to“thé“pfdtigionsybf Article 29bis’of the Patent

R ST

Law.

2.2, Assertions. of the plalntlff
-Contesting the above mentioned trial dec151on, the p;aintiff
{the applicant) asserted the following two points as grounds for

cancellation of said trial decision.,

S Pirst poiﬁt'of'thé plaiﬂtiff'sﬂéSéértfdﬁ*""°
In the cited invention, ‘the movement of the mold is ‘continu-

bﬁéi&féérfied out b&rthé'fotatidn dfﬂaftﬂrn.téblé}*énd‘is*notfﬁﬁ~

‘&ation;"Accordingly;'the“eséential*feéture*Adefthévinvéﬁtionsof

the ‘present’ applicaticn; i.e. "Holding thé mold in a”longitudinally

horizontal state for a predetermined period of time" and ‘the ="
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essential feature B i.es :"thereafter, bringing the mold in an up-

side-down ‘state;for. solidification” are not disclosed in the.cited.
invention. - -

Second: point of the.plaintiff's assertion

The expression¢”solidifieatipnuof the‘top surfaee,to.eonsti-

.Htute*aseoverﬁmdu;tﬂgrggtea,iﬁ ention ;
a.solidified:layer by .natural. cooling after the molten metal was
poured;: and:it does mot include a method of forcible cooling by _

'blowing water.: .-

2 3 Judgement by the court

W1th respect to the flrst p01nt of the_plalntlff's assertlon'

The court has determlned that taklng the dlsclosures of the
speeaflcatlon of the prlor appllcatlon readlng "L:i 1t is necessary
to temporarlly stop the rotatlonal movement of the mold elther at
Tan angle of 95 orp 110 durlng the rotatlon of the mold :fjﬁ and
"the mold is fzrstly rotated to a substantlally horlzontal p051t10n.
lor to a pos1t10n sllghtly ahead of the pos;tlon, and stopped at that

p081t10n ..." and the draw1ngs together, 1t is reasonable to say

that the speclflcatlon of the prlor appllcatlon dlscloses theJabove
.mentloned essentlal feature A.. The court has further determlned
that taking the disclosures of the spec1f1cat10n of the prlor et
application reading "upon the rotation of the turn, table, .the mold
:is.:slowly ‘Totated in accordance with a program imparted by the |
fixed guide attached thergt_g}, . This ;movement,gis-dong, with mold. . .
-trunnions.as . peints of .support. When the mold:has reached. the .
substantially verticalzpqsitiqu,:the;ingot_fallsjdownzpnto,the-~m
. stopﬁer;from;the mold, for a.distance .corresponding. to.about: 10% of
the -length.thereof," and the drawings:together,-it is reascnable- to

say that the above mentioned:essential feature-Bi-is aleoadiscloeed
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inﬁ%hgxsﬁeciffca%ibnkcf:%he“pridflaﬁﬁlicétionl

”ﬁiéﬁ;fééeeei to the second point of the plaintiff's-assertion =& -

With respect to the solidification of molten steel by means
of forcible coolrng, there*i55ncfaireefﬁdi5ciosuremin.FhﬁfﬁPQQ%fif
“Eéﬁion‘cr the:ﬁrierEPPiica%icni Neverthéless; taking into, account
55"déﬁmSh"kﬁcwiéage"in~%hé-a%f that it wotld be impossible-to-form’a
._seiidifieéJla&erNEf“%he”tepasurfeCe*of“theime;d bytnathral;ccoling
for'm Fevw minutes or slizhtly Ionger period of time, and: the:dis-;

" closures in prior art publications that the top surface: of ﬁhewmcld

is solidified by applying water 1mmedlately after the m01ten steel

was poured in the mcld, 1t is reasonable to understand that a

certaln forc1b£e coclrng 1s used to sclldefykthe toé-eurfece‘of rhe
mmold 1n.a form of 3 cover 1n the preceee of the-01ted.1nnentlon.
Thus, the court has determxned that the expreselon.en the Clted )
1nvent10n readlng ﬂsolldlflcatlcn of the top surface to constltute
_rﬂa cover" does not exclude a forc1blercoollng method by applylng
:water.m The court has accordlngly Judged that the 1nvent10n of the
present appllcatlon 1s substantlally 1dent1cal w1th the c1ted
mﬁlnventlon and the court has thus dlsmlssed thewdemand by the ple;n—
'.t;ff,_ (Thls case has been made flnal and conciu31ve w1thcut belng

appealed )

2.4 “Comments ‘on’the court dedision

The ‘judgémént"of ‘the "céurt on ‘tHe second point ‘of the plain-
tifftsassertion is ‘notéwsithy.  Namely, ‘the court.decision indi-
cateS“thaﬁ*in“the“deéermiﬁatioﬁ?of=the¢9ame*inventions-undérfArticle

_29bis- of the Patent  Law, ‘a Comnon -general knowlédge in the art:as

Ludisclosed in  publicaticns ‘available ‘prior “to ‘the fi¥ing 'of “the prior
 application is taken©inte “accéunt vds well "as the ‘disclosure in the

~specification and' drawings of ‘the prier application,

e —




©In’Gontrast.with the:provisions.of Article 39 of the Patent
7Laﬁ @i&ev‘firstitoefileﬁrulej,<Artiglem29bi$iPFQY?dGSiﬁhap,?Epemﬁ;-

invention of a-~later ‘application is not.patentable when it is the

same as the invention disclosed;inathe-specification of the prior

appllcatlon“ Accordlngly, it.may be.said that if the provisions

of this Artlcle are narrowly or strlctly i
appllcation can not be reJected unless the invention of the later
appllcatlon is spec;flcally (1 e. in dlrect expressed wordlngs)

dlsclosed in the spec1flcat10n of the prior appllcatlon. From this
standp01nt, there 1s a certaln doubt in the Justlflcatlon of the

court d901510n.

However, in the Examlnatlon Standard for the Determlnatlon

boflthe Same Inventlons, 1t is stated that the determlnatlon of the
;1nvent10n dlSClOSed in the spec1f1cat10n of the prlor appl1cat10nl
should be made on the bas1s of the technlcal matters expllcltly
_descrlbed 1n sald sp601f1cat10n, and the 1nterpretat10n of the .
technlcal matters should, however, be made taklng 1nto account
equlvalents to those d1sclosed in the sp901flcat10n.f In the present
-court dec151oﬁ; 1t may be sald that the court has determlned the ’
‘technlcal matter represented by the “forc1ble coollng" to be a‘ﬂfﬁ

'common general knowledge 1n the art on the ba51s of the dlsclosures

of the publlcatlons avallable prlor to the flllng of the prlor

application, and thus applled Artlcle 29bls on the basls of the
judgementfthatusaid-technicelnmatter is.equivalent tpgﬁheﬁone'dis-

elosed in- the:specification. of: the prior-.application.. Thus, - from,

the standpoint of the Examination Standard, the present court. ...,

detision‘is reasonable.

3. Patent Offlce practlce concernlng Artlcle 29b1s of the Patentk

Law as observed from trlal dec1s10ns

—-203—
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‘?Iﬂﬁ%hggf%;eéeiﬁéfﬁweﬂhavefpresentedythELfirstqcourt,decision
QOnc%%idné?%ﬁgaEﬁﬁiiéétiéﬁ@af1Artible-29bis of ‘the :Patent Law.: In-

oraer'%g iﬁvéé%&gﬁiéﬁﬁﬁﬁﬁtﬁe?Pateﬁthffice%actuallxtenforc355$eid,;

Artiele; we have'studied t¥ial decisions finalized.during:a period,
of ‘From 1979 dnd March'i981;7and we' shall fowi report the.results. ..

_obtained by the studiesi’

A total of 116 trlal de0151ons durlng the 1ast two years (HS

i

cases for patents and 68 cases fo“ utll“t? mode1s) were extracted -

,1n which Artlcle 29b15 of the Patent Law and Artlcle 3b15 of theImx

Utlllty Model Law were applled, and the success rate in the demands

of he tr1 1 cases was flrstly 1nvest1gated.

There are only lh cases (8 cases for patents and 6 cases for

'the trlal deC151on (1 e. cases 1n whlch the Trlal Board dec1ded that

1e 29b15 of the Patent Law or Artlcle 3bl$-

‘prov151ons of Arti

of the Utlllty Model Law were not appllcable and a patent should be

granted or_a utlllty model should be reglstered ) The ‘success rate_

m12 1% (16 7% for patents and 8 8% for ut111ty models)

We have c1a551fled the 102 cases 1n whlch the demand for'

trlal was dlsmlssed, 1nto the follow1ng categorles.t

“LGategory A% Cdses+in/which the:specificationsof.the.prior:
application explicitlyidescribes:the“invention:ef;the:later appli=-

‘catiom i v

"éééééényBE"mCéseé“ih”ﬁﬁiéh'%ﬁé'ébééifiééﬁidnbeféﬁéﬁpfiéff”W““W““

appllcatlon falls to dlsclose a, certaln nart of the constructlon of

'the 1nvent10n of the later appl;catlon, but could be amended to




i
|
4
!
;

include such a part to fully describe the ppnet;uptionuof the

invention of the: Xater. application._,

“Category C:. Cases: in whlch the speC1f10at10n of the prlor

_“thqjinvent;pn-of the lateq:ap ;1qat;9q,'and could not be amended to

include such a part as failing fo have

"gorles.-"

ment.  Nevertheless, it was determined that the invention of the

later,eppligationkiew§ubspentially_tne enmevas‘thefinventiqn qf the .

;prioruapplication.d

' From one aspect of the purport of the législation of ‘Article
29bis, it i conmsidered that the Scope of ‘tHe Prior dpplication®
deniing‘Ef negefihgwfﬁé“inéénéién”éf“the'iaéér”éﬁpliéaﬁidn'isf"a**

scope ‘in whlch the clalm can be expanded ‘o1 narrowed or changed by

way of an amendment on the basls ‘of the descrlptlon inEhe" spec1f1—

catlon"ﬂ“ Accordlngly, whether or not the sp901f1cat10n ‘ot the prlor,

appllcatlon may be amended to brlng ‘the’ 1nvent10n ‘to‘be’'the same’as

the invention (i.e. the claim)“of'ﬁhe'létérfappliCation}Zmay“giﬁé“a

‘certain guide or criterion for the détermination’of the’ séope ot ”

the imvention of the prior application tnder Article 29Bis! ' This

is the reason for the classification into the above three catés

Y

As shown in Table 1 fhe&rééﬁiégméﬁtéiﬁediB&idiaééﬁf?iﬁé*fhe

ldéuéases in’ which“the ‘demand for trial was dismissed, "1h accérdahce

‘with the above definitions, are as follows:

‘ Category A PR 25cases S

categbry B 25 cabes

Category € =~ 52 cases

It is nmoted that there are a considerable number of cases which =~

belong to Category C.
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3.2 Patent Office practice
;Ituis_noticeable.frqm;the"éa%é“ih“thefattabhed]Tablehthat~~
the success ;atel*ir; the 'ti;i‘-é.f cases is Very low i.e. only 12.1%.
a(As cempared wlth the success ‘rate in ‘the trlal casles” agalnst
aExamlner 's dec;szens for reJectlon, ‘which is about 60% as ‘dn ‘average

for the 1ast 5 years ) e

These data 1nd1cate that ‘once a determlnatlon ‘has been made
ﬁéﬁ éﬂe Examlnatlon stage ‘to the effect that' the inventions ‘are ‘the
same under Article 20bis, it is very difficult to have it overriled
.by .a-trial. In many of the sugeeeeﬁuidﬁrie}_eeeee,_ewdieiinction
- over. the irvention.of the prior aﬁplication was ﬁade'clearAin the
construction as well as in the technlcal merlts thereby obtalnable
end;aewyhe result, a determlnatlon was made to the effect that the
m§#Ven§ion,9f.the_;aﬁerkepglreatlon'weeJnot_1dent;cal w1th thet?r-‘

uﬁinvention of the prior'application. In other words, unless 8 clear

" .Gistinction in the, technlcal merlts of the 1nvent10n of the 1ater

;app}}cay;onh;s esteb;;sheq,:atmere_part;al q;ffereqce_lg‘?hereogf_
st?BCtionpis_not.SuffiQiént“to:reverse.the,?xeminer‘s determination
that the invention is the same under the provisions of Article

- 29bis.

It is also noticeable that there, are many cases which belong

Tt Category C ~among the unsuccessful trial cases.z In _many of these

_Q,cases, a dlfference in the constructlon 15 recognlzed, and never-,

theless, on the basis that no substant1al dlstlnctlon in the technl—

cal effects is observed rsuch a dlfference in the constructlon is

regarded as a "mere modlflcatlon of the constructlon“ (for 1n5tance,

as a "mere conver51on, addltlon or deletlon of a common means"
""mere change of material or substifution with an equivalent"s "mere

limitation or change of the shape, number ox arrangement" or "mere
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limitation or change of values"(as to these terms, see.the Exami-
*-nationﬂsfaﬁdardmfortthefDetérmi@aiion;pf;the@Same'Inyeggigq§l)%ﬁ;q"
'pénagthewinvenfibn;ofwtherlatergapplication«is[dete;minqd,t6 bg¢th¢

same ‘as ~the inventionﬁdisclosed-inathevspecificationuof,phe priqrm

appliCationy : . i::n

ZAH,HThefﬁggis;égr sﬁéﬁk;wdudéemehfﬁséeﬁs;tp;be;basedkﬁE;;Vthﬁz;
Examination:Starddard :for:.the Determination .of ;the . Same;, Inventionss
xNameg;waGCOrdinguto*thewExaminatidnaStandardya"thé;determinationg
of ‘the “invéntion ‘disclosed in-cthenspecification.should be-made:on:
thembgsismdf:the;technicalamattersmexplicitly;deScribeddinwthe;gﬁé
~speCifica¢iong'andfthe=interpretationdoﬁ,theutédhnicalmmattersaf?@

shaﬁld,?however, bewmadeﬁtaking.intdhaCCountfequivaléntsmto%thoséf

disclosed in the spec¢ification. : The ExaminationiStandard&does&ﬁo£
givé any further definition or explanation as to what is meant by
the Yequivalents to those disclosed in the specification.” Hdwever,
one ma& assume tﬁat the equivalents are technical matters which may
be supplemented to the specification by way of an amendment. From

this standpoint, the provisions of Article 29bis are applicable to

the above mentioned Categopies A and B, but the same'provisions
should not apply to Category c.

However, as mentioned above, there are many trial cases
which belong to Category C and to which the provisions of Article
29bis were found applicable by the Trial Board, and the number of
such cases amounts to more than a half.of the total number of un-

successful trial cases. From the study of the Trial Board decisions,

;:{-”m; it appears that the Patent O0ffice determines the invention disclosed

in the specification of the prior application and judges the identi-

ty of the inventions of the prior and later applications, in the

following manner, Namely, the determination of the invention
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|

discYosed in‘the "Specification of ‘the ‘pricr 'application is prima= ;
rily?ﬁadéfbﬂ“thé Basis sof the “technical matters explicitly described.
in“the  speéification, but at -the same time,; technical matters which
may ‘Bé regardedids equivalent:ito those described iin -the -specifi—i .
cation are also taken into account. Then, the invention:of .the ..

‘prior appliéationithus determined:is- compared with -the invention of

thé later‘application to see the similarity- or:difference din:their

conStructions*and“techniéal~merit5;wand~6ven~whenna“differencewin=a
part ofithe conmstruction “is ‘recognized,’ the . dinvention of .the.later

'appliCatidniwillﬁbe:judgédvtbpbeetheasamevas-theuinventionjoﬂ‘theu
" prioriapplication:if :said part.ds common ‘or obvious in-.the -particu-

larwartuand,if?thereﬁis:no:distinctgtechnicalgmeritsatherebyeq;m;;

tobtained inithe invention:.of thé later application.
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- This may. be, 1llu$trated by the f0110w1ng flgure.r -

(a)__Technlcal matters expllcltly
“ 7 deséribed in the specification
_of the prlor appllcatlon §

... Technical matters equ1Valent to
“ those described’ in “the ‘specifi—
,catlon of the prlor applzcatlon

_””Technlcal m ters nelther

" identical norequivalént to i

. those described in the specifi-

"cation of 'the prior application,
but there is no substantial

“difference in the technical
merits

The “aréa in which the invention of the 1later -applicationiis. iy
,regar ed as belng descrlbed in the sp901flcat10n of the prlor

-:uﬁﬂéuéébﬂe df'thé:iﬂQéﬁ%ibn'of‘fhé'pfibr application capable=d
.of negating the later application.

RS will;bﬂ;seen;that~theg$pp§§$of.thgEingegp%gntgfdyggﬁPE}Qr
application.capable df -negating - the .later %BPliga?ier?§¢9935id§E§
ably wider than the scope (a) of . the invention explicitly described
in the specifigationﬂpiﬁthe,priqt;;gpliqatiogyﬁ Espeﬁia}lylﬁan

invention. which belongs -to. .the area.(c) is neither identical .nor .

equivalent; in its: constructlon, to -the . :invention. exp11c1tly

described.in the specification qfﬂthewpriqugppligaﬁigg.:ﬁégpoyrTW
aingly,uthgreqis;a-qfitipism;jhat,thq,?dtent Office _goes to far in.

rejecting:the japplication bqlonging:toﬁt@e“a?eaﬁﬁq)quéeyfﬁhg,jhﬁﬁ

provisions of. Article 29bis, .. ..

-However, . accordlng to the. presenttgatent Offlce cpractice)
the Examination Standard fox.the Determination of ¢Q?;§?m?{IP¥PP$w
:«tions.is.applicable commonly, to Articles 29, para. 1, 39 and 29bis,
and it has.been a.long.established.practice.for. the determination.
of  the -same inventions,under.Articles.39 and 29, para..l. to take it

. for granted to include the .area.{c) in the:'scope. of. the invention.
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of the prior‘A§p1165£ishvﬁhich?ié capable’ of negating a later
-applzcatlon falllng w1th1n‘th e?area. There is'ﬁo feason why the
'determlnatlon of the ‘same 1nvent10ns under Artlcle 29bls -should be

dlStngﬂlShed from that of Artlcle 39 or 29, Para,l._ Accordlngly,

1t 1$ dlfflcult to eay that the trial dec151ons in Category C are
unJustlfied as golng too far beyond the Examlnatlon Standard

‘In practlce, however,'a questlon arlses as to the breadth of

the.afea ( )" The breadth var1es dependlng upon thé partlcular E
technical fieid of the 1nvent10n in questlon and upon the state ef
the art at the flllng date of the appllcatlon, and at'aewqgatel}
difficult to accurately and objectively defime it. :Iﬁe?efefeéjthe

breaqtn”of¢theﬂe:ea“(c).W;llnusual;yhpqumshxhe_maen.issue_betweén

the Patent Office and the apﬁiiééﬁf;’”%raﬁ theufeeultsioﬁtaiﬂed.by
Ttﬂe%iﬁﬁestigatien‘5f"tﬁettfial”deéisibns;*it1isﬂapparentfthat in
tﬁehdetefminatieﬁ”éf:thetBfeadth“Offthefafea”(c),?thefpreSencefora
“absence of a differencs in the ‘technical nisrits between the inven—
tions of ‘the prior and“iaﬁef5aﬁpiibatione~piayswan'important o
dedisive rolé. Namely, if theré is nosubstantial differencs dn '
the teéhﬁiéai‘ﬁérits;ftheflafer"appiiﬁatiaﬁfWillwbé rejected; veven
when there is a differerice “in’ tHeis coristructions, ‘on the “ground i
that the difference in the‘eonstruction“isinothing more “than -a mere
modificatidn ‘6f the constriction ‘cbviocus to those skilléd in the =
.art, a mere substitution with an equivalent or ‘a meére change of ‘the
material.’ In such ﬁractiee;”there”is aatendenc§~that+todfheavy a

weight‘is“piaéed'én the‘"tedhnical“ﬁerite"?‘aﬁd“the*“cbnstrﬁCticﬁ“

E based on’” the “obv1ousness and equlvalent" ‘goes’ “too far ‘beyond -thé

area where Article 29, Para. 2 (obviousness based-on the prior art)
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is applicable,

I order to avoid this, 1t 15 recommended that . once-an:
objection is raised under Artlcle"29b15,'the'applicant'shduld‘nof“
only clearly dlstlngulsh the constructlon of the -invention--of.. hlS'

appllcatlon over the 1nvent10n descrlbed 1n “the- spe01flcat10n of

the prior appllcatlon, but also clearly dlstlngulsh the technlcal

merits resultlng from the dlfference in the constructlon and” then,

should argue agalnst Examlner s determlnatlon that the ‘sorn tructlon

of the present 1nvent10n is wellknown or common in the'art prlor to.

the present appllqatlon.
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Table 1 Statistiqs of Trial Decisions

“under Article 29bis’

| wumber of dectsions | 48 | 68 |ume |
Successful ot B LB 1‘*
_ Umsuccessral = | 4o | 62 . |10z
. Success rate (%) | 16.7 | . 8.8 | 12.2

Patents | Utility Models | Total |

Brealtdevn: of the
unsuccessful cases

Category A% 14 11 . 25

Category DB¥*¥ 9 16 25

Category C¥¥% 17 35 52
Notes: * Cases in which the specification of the prior

%

3 X

application explicitly describes the invention

~of the later application.

Cases in which the specification of the prier
application fails to disclose a certain part
of the construction of the invention of the
later application, but tould be amended to
include such a part to fully describe the
construction of the invention of the later
application.

Cases in which the specification of the prior
application fails to disclose a certain part of
the construction of the invention of the later
application, and could not be amended to include
such a part as failing to have a basis for such
an amendment. Nevertheless, it was determined
that the invention of the later application is
substantially the same as the invention of the
prior application,.
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Table 2 - .Statistics -of Trial Decisions as Classified

ﬁl;ijc?Q?dinftqfthé3TQGh§ical“F;E;Q?E-=:“ e

~.|Successful Cases|

Unsuccessful Cases

Total

Category

A

Cat

Category

Total.

Mechanical

Patents

 Utility Models

ﬂfl9 AT

”.Jisus

Lo S
10

g

Electrical |

Patents

Utility Models|

|2

12

‘“éhul‘

“:”;6

Chemical-

Patents ~ 7

Utility Models|:: =u:

SRES! [ - P

A 2

Building &

Patents...

Utility Models

Construction: . .| 5

iidwwns

ties
Patents

Utility Models

Daily Commodi- - ]

10

Total

Patents =

CUsility Models| 7

\-255,:w
g

: Ii‘iﬁmm?

P

i

. 52 i e
317"~,x

102

o
" 63

.




II. Court decisions concerning the division &f ‘applications:i. .

after the Examiher!s.decisions. for théir publications

51;-~Introduction--‘--~-rr-u-m

| Concernlng the lelSlOn of an appllcatlon after the trans-
m1tta1 of the Examlner s dec151on to publlsh the appllcatlon
(herelnafter referred to as ' the d1v151on of an appllcatlon after Wmi?
the dec151on for 1ts publlcatlon),; it has long been ‘an 1ssue.“-h”Vhr\
lwhether or not a. new d1v151ona1 appllcatlon may be flled for anl_i
llnventlon not cla1med in the orlglnal or- parent appllcateon; .There..

?were several de0151ons by the Tokyo ngh Court denylng the Patent

Offzce Practlce and allow1ng such a lelSlonal appllcatlon.  The

Tokyo ngh Court deC151ons

ere_appealed to the Supréme 90??* for
\f:l.nal Judgement The Supreme Court has recently rendered two.
jconsecutlve dec151ons upholdlng the judgement of the Tokyo High.
sCourt that'such a lelSlonaliappllcatlon is permlss;blemg-ihuelba"

perlod has been put to thls long dlsputed 1ssue.

We shall 1ntroduce the de0151ons by the Supreme Court, andﬂwé
the statutory prov151ons,'and the Patent Office practlce relatlngi
to _the d1V151ona1 appllcatlons 1n Japan. We shall a150“p0int“out:

f1mportant p01nts which the appllcant should: take 1nto acecount. when.:

f111ng a d1v1sional appllcatlon.

z Introductlon of the court dec151ons

There were the follow1ng four declslons by the Tokyo ngh.

Court during a perlod ‘of from May 1978 to Aprll 1979, Wthh relate

(1) Case of "Pilming of a half size movie film and a method

for the projection" (Case Gyo-Ke No. 89 [1972]), the decision
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delivered on: May: .2, :1978.

i{2) - Caserofi "Methogd .for polymerizing a_conjugated diene"
(Case Gyo-Ke-No.. 54 [1976]);: the decision delivered on June 28, .

1978 -

(3) Case of "Process .for. roduczng A, bundled glass fibex rod

for the. transmission of .an optical image

[1977]), the decision delivered om April 10, 1219

"o(4) :.Case of."A.needle-selecting cam device for a sewing
maChineﬂfLGaBeuGYOrKeLNQy-724{19781)1gth9;939i§%°n;?%1?¥%5?dp99

A?rilhﬂh,wiQTQ”xﬂﬁ St g

rwﬁln:eachﬂo£~thesé~couxt decisdions by.the Tokyo High Court, a
judéémenfpﬂasfmade%affirming—thecapplipaﬂtf?ﬁcqaﬁentionuﬁhataﬁsﬁﬁw
divisional -application -after the decision for RgbliQaE§9§ﬁ9§;§h§gg
original 0T -parent:application (hereinafter referred to as.original
appﬁication};:shuuld;not beinest?i?tQdﬁtQr#h§x§3h5%9tmmﬁtter:E}ﬁ}Wed
in the:iorigihal:application, tand may be;made;fo;wphgisupjgg¢ﬁ@g;p§r |

disclosed .in the:detailed description.of.the inventien. in.the.

capecification oriin:the drawings.of.the original.application.;. =

Among ;theabove:identified cases,.the cases:(1). and:(2) have been:
finally, decided by the Supreme:GQﬁrt in:the.following:casess.. .

(1) .:Case.of - "Eilming of.a half sizeimovie film and a.method

;-for-the.projéction® {Case iGyo=Tsu . No: 101 [1978]}?§the:d9£isipnmwa

delivered son-.December 18, 1980, . ooy

(2) Case of "Method for polymerizing.a conjugated.diene. :

~(Case G¥c+Tsu?Noaﬁ140¢[1978})fgthendeciSiongdelivered:QnaMarch 13,

1981

In both cases, the p01nts at issue and the subgects for

Judgements at the Supreme Court were substantlally the same;” Th;;e—

fore, we should 11ke to explaln the p01nt at issue and the subJect
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for judgement in the case of "Method for polymerizing a ‘conjugated:
diéﬁéﬁ%asbdiféﬁ%eééﬁtéfiié‘éiéﬁﬁié;'“We!Shﬁliyhf*theﬁéamefﬁime
discéésﬁfﬁérsta£ﬁ£6%¥’ﬁfbvisidhéijthé Patent Office practice: and )
recommendaﬁions for the applicants, relating to the division ofi‘an
ﬁwgpgiié;tiéﬁhéftéf“tﬁéldeéiéibﬁﬁfdr‘ifs*publicéfionaﬂé?

Case 6f "Méthod for polymerizing 'a donjugated diene = Decisibn -1

‘by the Supreme Court ~

ivThe "original ‘applicaticn ‘of “the divisional patént;applicgfion
.in‘Qﬁeétiéﬁ;iﬁas“fiié&ﬂén'Uﬁly‘ié;i1§61, to which ‘the Law No. 121
of 1959 (hereinafter referred to as "0ld Patent Law") wds .applied..
“Said ‘origifal “application ‘was filed withiclaim:to aiCon-
vention*aaté'df*Jﬁly“25;¢1960ﬁbased:bn'aﬂUu:siﬂPatent?Apprﬁcaticn;
and ‘publishéd on ‘May 27 1963;waTheJapplfaantwfixedfa:divisioﬁalf;

“applicatibn’ on’October 3, 1963; €. @fter ‘the decision for publi-~

“oigation” of the' original ‘applicaticn; tdnd ‘& final rejection by thes

“Examiner was“igsied on-Avgust 15y 1967, :°The applicant filed sa:
demand’ for‘a“trial on Décember 12, "E96 7 On -December 10, L975,:a
trial dec¢isionwas 'délivereditothe:effect that "the demand :for-the
trial can*néfibéﬂsuéﬁéined;" “Thenj the appiicantﬁfiledFapﬁactioni
for canceliation of theitrial decisiom:with the Tokyo High Court,:

T ontJune 28, i978,%theﬂrokya High Coﬁrt@delivéredDa*deéisioﬁ in Case
Gyo-Ke No. 5471976, 71 é, the abdveridenfiffedﬁcése&(2)$~:Theﬁéonténts
 of this Tokyo High Court decision was ‘introduced by Mr. Katacka at
thewNagb&av06hg%ess in: 1978, "

"The presént case’is 'a’case appealed from.the decision of the

Tokyo High Court,

2.1 Assertlons of the plalntlff (1 e the Patent Offlce)

Firstly, wlth respect to the algnlflcance of the invention¥

for whlch a d1v1s1ona1 appllcatlon may be flled'
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(1) The invention which may be made. a subject matter for a

divisional application under Article 4k, Para, 1, is an invention

bfWa:patentuappliCationfﬂ:IUQOth?T»HQTdSJ*iPﬂiﬁwan,i?YQHﬁ;OQ disﬁ,'

'closedﬁin theaclaim o;aclaimﬁmqf-theaﬁnecifiﬁﬁtiﬂﬁu"hiphA?Sr??taﬁﬁed'

. to a petition of said, patent application

and it does mot include

an-inVEntiqn;whichyis.m&r¢1dei§Q1°SQQQin #bémﬂqeﬁﬁéiéqa%%éééipF%?n'm
of ‘the: invention" of. the specification or in the "drawings" attached
to.the petition (Artiple.aﬁmuRaraﬁd2)m-;The:$E¢9;fi$9-iﬁv?ﬁﬁiaégﬁf
an .application has an-imporﬁan?_fun¢ti93af9?l@efiniﬁgﬁﬁhﬁ scope of
the~patentuexaminatianﬁn@mthegPuﬁgt-Pe?;Ph?F¥ﬁ9£-%Hﬁr?iﬁ%téggiX%?

to ithe applicant by the Law, such as the patent rights.  Therefore,

“the. invention: must be explicitly, specified at.the time of filing .

the rapplication.. The intention of Article ESgﬁﬁfth?uLé“ which
requiresy in addition. to .the "detailed description. of the inven- .
tion", "the claim or claims" in the specification attached to_fggw
petition ofi.the-application, and which:stipulates that "the claim
or claims'.must Ystate ;only -the matters indispensable to.the.con-.

struction -of:the invention.disclosed.in. the detajiled description.of

i:the ;invention", is .to. have the invention.of the application,. spefi-

fied by ;the:statement of the  claim or.claims. ;. ;..

o o-{2)., The divisional -application.system i%;aﬁsYﬁﬁ%@ﬁP?QYided'

toinventien were sstated . in the claim or ClaimﬁiinﬂVi°1@t19ni9fth?;m

OneeinvéntionxfoxaonegappL%cationnﬁuleu(the main.body. of Article 38
Of:th6~Law)rfand:iSwnotza;ststemninténdeqxtoggivefreliﬁiaﬁq the ...
applicant . with . respect . .to ;ecertain inventions Whi?h;argtdiSCAQSdein
the detailedadeﬁqriptiqn;ofathexinventiqn;innthe&speqifigationgoxb.
in the drawings,.but which are:not stated.in the.claim or claims..

w7 :Secondly, twith respect to the:duration .in.which. a divisional
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application may be Filedy W "1 im ioie sniioan
:i*dﬁwcix ifﬁf&'déée“whéreﬁ;h iﬁ?éﬁtidﬁfﬁhich‘ié'nbtmclaimed},buf.

which' is merely disclosed inthe detailed descriptibniof the in- .

“ivention in the specifitation! briin the drawings,” is! to:be made a: -

sﬁﬁﬁéé%ﬁméfféfwférca'ﬁéw patent ‘application in’ Compliance with -

“fhe ‘formality requirements’ for ‘the divisionsdl application,: it is

hadesdary firstly to amend the 'specification to incorporate. said ...

inventien in the c¢laim or claims. ' Needléss' to $dy, ‘however, -this :
invoives an ameéndment’ to ‘expand the scope of the -claim or:claims,:-

éﬁ&%fhé:&ﬁfatiéﬁ'&i%hih*Whiﬁh‘such”an”éhéhdment“mayhbeﬁmade;mis~ut

CréStridted to the period prior ‘to the' transmittal of:a .copy. of ‘the’

dedigion to PUblish ‘the application (Articles 41 and: 64, Parai l:of
the Law). “Accafdiﬁélfﬁ'iﬁigﬁéﬁld%be*ﬁhdérsfood?thaf¢axdivfsiona1w
application after thé ‘decision ‘for ‘publidation: cdn o longer bei -
made, R
sloia gy if”{s?ﬁﬂ&érétdddf%hét‘thé-subéfan££axwrea§oﬁsufaref¢wg
limiting the ﬁérid&*fdfiamending¥the?Epeéificatioﬁ'toﬂ@d&rtuwdx=wm
3éléim:6f?6iaimé*éﬂ”iﬂeeﬁtion”wﬁiéﬁfisﬂﬁbﬁméf&tédiin-théTclaimrdﬁiﬁ
“éiaims:dfi%héiépéeifféaéioﬁﬂaffachedfﬁd the&petitioh”of'théwdriginal
application but which=£s-mére1§'disclosed in other porticus df the
SpecifiéatiBn”br”thé dréﬁiﬂgé}'aﬂd»ﬁofirestricﬁiﬁé thé périod for
filing'a divisional applicdtion which'makes ‘said invéntion a subject
matter of a new application; té a 'peiridd priof té the tranmsmittaliof

“a Gopy 6f the'decision to publish ‘theé “application; are :such thatj:

on one handj-‘a’third pdrty's ‘intérest “should not -unfairly be pres-

“Judiced by ‘thée riglits of tHé applicantsince ‘after thé publication

'df*hisfappliCétiﬁn;vthéiappiidéhtﬁhas—excl&siﬁeJrlghtsﬁtdlcémb
mercially” work: the invéntion‘é¢laimed+in the application: (it is-

“apparentialsoc’ ffom thé provisicns of Articlé 70’ of .thé Law- that the
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technical;scope: of the invention is_ restrlcted to the teohn;cal

scope of the invention StatEd.43;#?9_9131mv9¥n919?m§)#-?Pq on the
other:hand, an undue delay.in the patent prosecution should:be

prevented,. .

'LZ 2 “Dec151on

Jud ement -

It is reasonable to understand that the 1nvent10n which " may
be d1V1ded out from the orlglnal appl1cat10n ‘as 2 new appllcatlon,
is not llmlted to the one stated in the claim bor c1a1m5 of e "¢

SpElelCatlon attached to the petltlon of the orzglnal appllcatlon,A

lnventlon 1n!the sp901flcatlon or the draw1ngs so- far as all technl-
(cal matters constltutlng the 1nventlon are dlsclosed to ench an
extent that‘theylare acurately understood and can readlly be ‘worked
by a person hav1ng a_general technlcal knowledge of the:art to.""
'Nwhlch the 1nvent10n belongs. It 1s reasonable to understand that a .

d1V151onal appllcatlon may Be flled before a de0151on or a tr1a1

decision becomes final and conclusive.

Grounds for the -judgement... . . .- _mgﬁ-',,, B o R T IE
i+:{1) /. The .purpose.of the patent .sysftem is to protect.the
inventor:bygranting.to him xigﬁtsﬂﬁqﬁexqiuaéyelY1W°rkx¢h§nipfeeﬁéon ‘
for a;predetenminedwperiod.as‘a_qompeneationrfor the,diaeioanxe?of
the invention, |
(2) The purpose for establlshlng the divisional appllcatlon
system is to open up a way, for an appllcant who has flled a patent
applacatlon for more than one 1nvent10n; to grant a patent for each
1nvent10nlby'g1v1ng hlm‘an opportunlty of d1v1d1ng the appllcatlon

to comply w1th the requlrements for a one 1nvent10n for one appll-

catlon rule employed by the Patent Law and by deemlng that an o



application for each invention was made rétroactively:oh’ the:date::

of Filing of the briginal appligation,’ el7 so oo

i(gyﬂ“if:{g“g‘gaﬁmdh,ﬁﬁiiase=%? %he’ﬁatEntﬁsystem and- the: '
divisional application system to grant to an applicant who has? -

disclosed his inventions, an opportunity of obtaining patent r1ghts

for these inventions as far as possible unless there is a p0551—

<y

blllty of unfalrly g1v1ng an, unexpected damage to 2 thlrd party.

In v1ew of the foreg01ng purposes,_lt 1s reasonable to understand
that .2 d1V151onal appllcatlon may be flled before a‘deolsaon Qf‘ai'
tr1a1 dECISIOn for the orlglnal applzcatlon has been made f1na1 and
"concluszve.k It 1s unthlnkable that an unexpected damage w1ll un;.
:fairly be glven to a thlrd party by such an understandzng.' 7
N(#) So long as the purpose of the lelSlonal applleatron as'

.28 described above, 1t 1s reasonable to understand that an amend—
‘ment of the spec:fzcatlon or draw1ngs neoessary to merely meet the
_formallty of a lelSlonal appllcatlon 1s perm1551ble notw1thstand1ng

the prov151ons of the main body of Artlcle 64 Para. 1 of the

‘Patent Law.

3. The background of the issue in the court decision i 7"

““In érde¥ to Heélp understand ‘theé 'issue “in ‘the “dbove. court
“decision; we'shall briefiy“explain “thé legal background under which
the®determination of whether 'or mot-the divisional ‘application is
lawful became a point at issue.

'b3 1 Statutory prov1slons for the dlvlslon of an appllcatlon

[

It 1s understood that the lelSlonal appllcatlon system is

|
|

to permlt a d1v151on of an appllcatlon 1nto one or more new appll-
catlons, 1n & case where the flrst mentloned appl1catlon contalns

more than one 1nvent10n._ The Japanese Patent Law has been rev1sed

[y BEoay e
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several-fimés;in:thempast,‘andgthecprqv;siqnsﬁef the respective. .

Laws. are as shown in the attached weference material, .As to the =

period in:which a divisionalk.application may be filed, there ha

been made .a:certain vevisioni. .. iee

The maJor Laws are the follow1ng three:

'A.

Appllcable to appllcatlons flled durlng the perlod of

Vufrom January 1 1922 to March 31 1960

‘ B; “1959 Law (herelnafter referred to as'"Old Law“)

Appllcable to appllcatlons flled durlng the perlod of

-'frem Aprll l, 1960 to December 31 1970
.C. Nl9?0 Amended Law (herelnafter referred to as'"New Law")
) Appllcable to appllcatlons flled on or after January 1

1971

Among the above mentloned Supreme Court deczslons, the case

of “Fllmlng cf a half size movie f11m and a met od for the pro—

Jectlon" was concerned wlth an appllcatlon to whlch the 1921 Law '

was appllcable, and the case of "Process for polymerlzlng a conJﬁ-

gated d;ene" was concerned w1th an appllcatlon to Whlch the Old .

R

Law was appllcable.

These provzslons had the same 1ntent10n as the prov151ons

Of the Paris Conventlon, and, at a glance, there seems to be noﬂm

LT

problem 1nVolved in these prov151ons.'

Article 4 G (2)

The applicant may also, on his own initiative, divide a

i patent application:and:preserve. as:ithe date:.of.each
divisional application the date of the initial appli-

~cation. and:the benefit.of: the: right: of priority,.if: any.
Each country of the Union shall have the right to deter-

; mine. the. conditions under: which; such.,division;shall be: .
authorlzed

chever, there have been different opinions in the
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intérpretation ‘of the *"inventions™ ‘in’the "patent applicatiom- ...
which cﬁnt_a'ins_‘:'tv;to"‘cr'-_mdre"’-"invrenti-c‘n"s"“’-,? swhich have cast -great
problems “to -the’ practlce “fot- the division of applications.. Now; .

the interpretation of the "inventions" will-be discussed.

3.2 The inventions nhdchmmaf'he‘nade:the;snbgect]datt;rs%ef
d1v151ona1 appllcatlons “dt.ﬂ ;7 “
There are two maJor‘thedrles for the 1nterpretat10n of the
“1nvent10ns“ namely one 1n Wthh the 1nvent10ns are restrlcted to

the 1nvent10ns whlch are stated 1n the claim or claims of the

-orlganal appllcatlon (Clalm theory), and tne otner tneory in which
'_the 1nventions include nct cnly those stated 1n the clalm or claims

but also those whlch are. dlsclosed 1n the detalled descrlptlon of

the 1nvent10n in the spe01flcat10n or in the draw;ngs (Dlsclosure
theory)
For many years, the examlnatlon cf the lelSlonal appll-

catlons was left to the Examlners for hlS own Judgements, and the

'dlfferences of the personal ° 1n10ns of 1nd1v1dual examlners were

reflected to the determlnatlon of the perm1551b111ty of the lel— _

31cnal appllcatlons. There was a fear that no ccns;stent exam-—

lnatlon was expected and 1t was strongly de51red tc have ‘an

'examlnatlon standard prepared. Under these 01rcumstances, "Examln-
'atlon Standard for D1V151onal Appllcatlcns“ was prepared and

published in 1977. The Examlnatlcn Standard was reported by

Mr. Nakaalma at the Wllllamsburg Congrese in 1977. fm-

The detalls of thls Examlnatlon Standard w1ll be explalned

hwhereanafter Inmthe Examlnatlc'”
adopted whereby the 1nvent10n whlch miy beé made the subJect matter
for a divisional application is restricted to the inventicn etated

in the clalm or clalms.
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'70 of the Patent Law.

_c1a1m or 01a1ms,_and a°°°rd1nle, the 1HVent10n in the'"detallew B
descr;ptlon Of the 1nvent10n" 5h°uld alWEYS correspond to the

' 1nvant10n stated 1n the clalm or clalms.

-appllcatlons) of the Patent Law, are meant for an 1nvent10n stated

the 1nVent10ns“ 1n the ﬁtwo or more 1nvent10ns" in Artlcle hh

Para. 1 of the Patent Law whlch concerns the d1v151on of an

' The* legal basis:for this: theory appears. to; be such that, as

submitted by the plaintiff (the Patent Office) in the case of the

‘abovée ‘Supreme: Court decisionsy. the. specified. invention of an appli-

cation sﬁéﬁld‘beﬁfegarded;qoh‘the;basisiof@taﬁiqusgprqyisipps_gﬁ_f

'he one haylng ‘an 1mportant functlon to deflne

the" subJect matter for ‘the patent: éxamination--and »the, perlphery of

the patent rights, and therefore the invention should be the one. ..
specifled by the statement of the claim or Clalms partlcularly in

view of the prov151ons of Artlcle 36 Paras. h and 5, and Artlcle

Namely, accordlng to the Clalm theory,'the 1ntent10n'of thef

o

prov151ons of Artlcle 36 Paras. 4 and 5 requlrlng that only technl—

IR P

cal matters 1ndlspensab1e to the constructlon of the 1nVent10n'kl

('-\ o

dlsclosed 1n the “detalled descrlptlon of the 1nvent10n“ in the

spec1f1cat10n must be stated 1n the cla;m or clalms, is to have the

1nventlon Of the appllcatlon spe01f1ed bY the statement of the o

ST

R

Thus, aceordlng to the same theory, the terms “patent“appll—

Sl

catlon" and “1nvent10n of an patent appllcatlon“ used 1n, for

example,.Artlcle 29b15 (Patentablllty of 1nvent10ns), Artlcle 39

(Flrst to- flle rule), Artlcle u9 (Regectlon), Artlcle 51 (Publl-'”

catlon of appllcatlons) and Artlcle 52 (Effects of publlcatlon of

_..n_.\
e

1n the clalm or clalms, and thls 1s also apparent from the pro—w

v1510n5 of Artlcle 70 of the Patent Law, as mentloned abOVe. Thus,

ine S b T
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aliiial‘iic'é%”io'ﬁ“,-i"'-“ar‘e-'i’ interpreted to:béi the "inventions" stated in the

ciaim or Claimsi’

On the ‘otHer hand “the Disclosure: theory is:based. ona view~
point ‘that ‘the ‘"invelitions" should:be interpreted  to:imclude not. .
orily’ those stated in ‘the claim or -claims but also. those;disclosed.

if the detailed ‘Qeseription: of: the' invention -in; the. specification;.

or “in" the drawingsis o imsvand

3 3 leferences 1n the d1v151ona1 practlce between the lelSlOHS:

before and after the de0151on for publlcatlon. o

e

1ng,krestr1ct1ng and changing the clalm or clalms wmthln the scope

attached to the petltlon is perm1551ble.k Therefore, w1th respect'

_51onal appllcatlon, there is no pract1cal dlfference between the

Clalm theory and the Dlsclosure theory ) Namely, before the dec1sion

'for publlcatlon, the clalm or clalms can freely be amended or'.ﬁ=”

prepared on. the ba51s of the descrlptlon of the spe01flcat10n or'

draw1ngs.

(2) A lelSlonal app11cat10n after the dec151on for publlcat1on'”

'Under Artlcle 6h Para

also 1n the Old Law), an amendment after the dec151on for publl—;‘

catlon is llm;ted to one 1ntended for the "restrletlon of the clalm

o5

or clalms" the "correctlon of errors" or the “clarlflcatlon of an i
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.the Clainm theory adopted.in the Bxamination.Standard has been.

»amblguous description’. J‘Article.126 HPara.‘2Tof‘the Ssame Law,'bln

referred: to in- Para.: 2.0f, Artlcle 6k, prov1de5 that the correctlon

claims. It is said that the purpose of the provisions of Article

theory, is .taken, it naturally

likeFiSﬂalimiPedw:?Nﬁ@eiiwuaamiﬂYFEEiﬁﬁ‘Q?P?Fatgéﬂ Eh% in en?%enwa

claimed -at .the .time, ofi:the decision for publication. he invention

which may beadded to the claim or claims by way of an, amendment

. However; :by: the .Supreme quatgdgeiéienéﬁ?ePgrﬁeéabe¥?i§a99ve,

denied and the Disclosure theory has been supported.

sReferring te . the United. States Patent Law, Sectlon 121

provides. that, tif. two . or, Jmoxe . 1ndenendent and dlstlnct 1nVent10ns?

are claimed in one application, the.Commissioner.may reauire the..
application to be.restricted.to ome of.the;inventions", and it is,
understood that the.subject matters for.division. are,the claimed..
inventi°n§w%aﬁpwevgrwﬁaqdiY;SiQnal;appiésétiqn may. be; filed at any
time before-the.issuance.of.a . patent to. the original application,.
and within the period, .new claims may be.prepared based upon.the. .
disclosure of.the specification.and.the drawvings.. . Under such U. S.

practice, there will be no dispute such as the one between.the
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Claim tHeory and the Disclosure theory; with Tespect to’ ‘the meaning
of the inventions which may be the’ subject matters: fork divisional::
i dations, TERT Tu SESELne LIIaliacTecns ot on nous of an

4.,.. The impacts of the court decisions to the Examination Standard’

4.1 The conventional Examination’ Standara’ -

In the Examination Standard for the divisional applications)
which was established ‘and published in 1977, ‘it ‘is ‘explained that
| thepurpose “of the ";d'i\?:i_‘t's:":iiﬂdhé.]l':‘”:apilj:iiﬁ'é"ﬁ'ﬁf'\'dh'”i:'s ‘Wio ‘give: an ‘bpportunity
of ‘filing ‘a new patént Epplication For & part 'of an original patent
application whicH ‘Gontains two or more Yrventionsy to give am+: s

effect that the new p dtent application ‘was filed at “the 'same it gme’ &

6" original #ppiication, provided “that ‘the new ‘patent appli- -
cation is lawful, and thereby “to ‘give ‘relief to ‘Ehé‘-"'pat‘éht""é.ppil'i.:.:~:-.-
éétiéﬁ*iiéiatiﬁgiéﬁé ofle "ifivéntion fé¥ oné “dpplication mile®y 'uwin
' The” ene” inventidn fof one ‘dpplicdtidn ‘Fule here is meant ‘for
r*fﬁgmpra%igiahg*afﬁfhé*ﬁééamﬁre?ﬁ&fﬁ G ATticleé 38 of ‘the Patent Law
whichfé%{pﬁiétaé“iﬁét*"é“ﬁéﬁéﬁt“&ﬁflfcaﬁioﬁfﬁﬁaim be ‘made "£or eveéry
invention", chmiiaoigira s wei o ol Vil wny s ©
5“Aceofaiﬁély:*éhé”ﬁfdéisidﬁé“of*Afffcre”uu; Para, “17of the
Patent Law reading "a part: :6f"‘éﬁ‘ ‘pateént jdpplication corntaining ‘two -
qr*hara*;nﬁéﬁtiaﬁstmayﬁﬁéfaividéafinﬁaﬁaﬂéfaf%moré<né¢ patent . i
applications" are considéred to be intended 'for giviag rélief to'a

© viciation 8%’ the'one invéntion for oné applicatisn yule. 7 sl

According to the conventional Examination Standardj the 7

e




- (44) - d4n.-a .case..other than (i), inventions which may be L

stated .in.the claim or. claims; by  way of an amendment at the tlme of

- filding divisional- appllcatlons and - whlch can thereby be spe01fled
In the Examination Standard, the inventioms falling Rnder‘(l)ﬂenq_

.{2) _are regarded as the inventions stated in_the_claim,or claims,

i

wThe Minventions -which may. be. stated 1n the clalm or clalms

" by way of an amendment™ must comply with the requlrements for an

amendment;;and.thex:a;qﬁsubqecpvng@heiproygelqns_:eeprlgﬁ;ng the

period for.ah. amendment .and the comtents of an amendment,

?Iherefore,méCCOrdingptanthewqoqyentiona;ﬁprapﬁice, there was a

substantial difference in practice .depending uppq Eyeﬁhgr;g}éévifw:
sibhal?applicatienuisgfiled.befq:e;or,aftervyhe¢gepisipn for
publication, - _ Sl e B .

By the limitation of Article 64 of the Patent Law, an .. .

enlargement or change of the claim or claims is not permitted after

the de0151on for publlcatlon. Acéofainéiy;”fh;'aiéisiohalméﬁpli;“
catlon falllng under the above 1tem (11) constltutes elther an
enlargement or a change of the clalm or clalms, and thus such 2

d1v151ona1 appllcatlon is not perm1551b1e under the conventlonal

practice (Claim theory).

h.2(;The‘Exgmination;Standgrd,expected;i?afqture:hﬁ
-“Biﬂvirtuerdf;phe above;meppinneg_two_Supremquoupﬁ&Qeeis;onS,
the inventions belonging to the above item (ii) are now acceptable
as. the -'suh-.-iiect.m.atter,s- for divisiony TFurther, -it has now become :
possible to file a;divisioﬁalwapplicatigqgfor any subject matter. .
which iskdiScloﬁedwin“the;detailed,descriptipn‘of,thewinvention or

in the drawings, without.being restricted to."inventions which may

‘be. stated. in the; claim or. claims by way .of an amendment" even after

the - decision: for publication.  Following. the above .mentioned .Supreme
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,Cour%idééiéiéhé; the Patent Office has revised ‘its practice for the

Cdivieion of an applicatisn afteér the decision ‘for publicatiom; and

ﬁékiééééﬁésaé‘dif{éiﬁnéi:aﬁbliﬁéfidﬁ'f&f~én*fh#ﬁnfidn“whibh“is:ndt
ciéimed:bﬁf:ﬁﬁiéﬁ”ié;diééiasEG'ih'thé specification ‘or ‘the drawings 1?
of fﬁé*griéiﬁai;épﬁlicafioh,wéézfiié&'af‘%hé”éame time as the s

ogigiﬁéliépgliéétigﬁ,“brgfidéd:thﬁt Gther Ptequirements Tor division

are satlsfled.

The Patent Offlce ‘is now rev1ew1ng “EHe convent10na1 ‘Examin<
ation Standard. So fér:as”féééﬂtthfél“déciéfonéﬂareﬂboncerﬁediﬁ;
the éxéﬁinétién'bf”fﬁe“ﬁatéﬁt*officé“éppears*tonbévﬁdnductéd*already
following the Supreme Court decisionsy

‘Ih the FfoFegoing, we have discissed thée divisional systemi =

with respect to patents, but the same is true also for wtility i< uy

models’,”

5... Important p01nts for appllcants

We shall brlefly comment on 1mportant p01nts whlch the

‘appllcants should take 1nto account when flllng d1v1510na1 appll—

SEn

cat;qnﬁ, There are followzng formal and substantlve requlrements

for filing divisional appllcatlons.

A, TFormal requirements

“'Tiled under the ‘New Law (i.e. applications filed on or after
‘Janusry I, 1971),
(1) At the  time of filing a diviéionél'applicatibn,ritsxOriginamz

application ‘must be pending at the Patent 0ffice.

PRIV TEHEL TApP I EEtIoE A HE T B T ITEd T HET GR g HAT T
‘application’ was withdrawn;- abandoned:ér: cancelled,

“(2)- ‘The period for filing a divisional application 'is limited to:

g time ‘or'-a ‘period ‘of time''at ‘or' within which ‘the specification’
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I

or drawings attached to the petition of the original agg%iqayiog&m
can ‘belamended. ook oaorinuee o0l 0 g0

After the decision for. publication .of therrigipg%jgpP;iziw
cation, the filing of a divisional application -is limited.to the

-.following periods.

H{a}m$When:anwoppésitionwﬁqﬂgTaQtEQfvRathFnh?wae?F:filed;.
within‘a’specified period.for .filing a response to . the opposition,
(b) Within a specified period for filing a statement arsgu-

ments agaiﬁstntheLOfficialuAction@byﬁthe,Egamipegapx_;he;?:ial

Exaniden;
{¢) VWhen:a'demand.for:a:rtrial for cancellation.of the . .

Exdminer's:final rejection.is filed, .within 30 days.from the filing

of the demand (applicableitogtheuapplicatigngfiigdlggioxp;fter;;vh
January I, ~1976 ) o+ el -‘: poe
(3)+The applicant:forba;divisional;applipagippﬁmgsy,pedthgygamg?és'
the  applicant of:the:original applicaﬁign:@tath@@timﬂgpiafili%giu 

thesdivisional: application, <o

(%) :ThewinventoruontheEdivisionalwapp}iqationymustnbg-thgysgpgu,

‘as the -inventor:.of the original:application... -

In a case where a divisicdnal application’ is- to;be:filed. -~
before the decision for publicationm, #@Eh?b?Y?ﬁf??W?¥JEeQR?E???PE?:
(1),r(3).andv(kﬂewillaaﬁpiy.m:Theitime;orgperipd~ofgtimeufor filing
a divisional-application-is~as follows: .:i:

aov e (odd) ;One.yearaandtjsmoﬁths?from&the_dateydf;filingdqf the

patent application (or from the date‘ofﬁthe-Conventionfprioriiygmif"

claimed)-'. Lo oo O

(ii) After the expiration of one year ..and: 3-.months: from-the
date of: filing: {(or: the: priority date):of the patent::application,

and prioritostherdecision  for publication;  a divisional -appliication’
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mafqﬁéffiléd"
(1) when filing a request for examination of :the patent
application,

(2)7 "withid 30 ‘days ‘from the Teceipt of a-motice that .a ...’

"“thlrd partY has flled a request for - examlnatlon,-f#ﬂuﬂfw-w~w~ff=m*~-~

'(3) within ‘a speC1fled perlod for flllng ‘a sfatement or
'ﬁarguments ‘when an 0ff101a1 Actlon has heen issued:by ‘the . Examlner
Br Trlal Exaﬁlner,.and*“ i VHViﬂﬁ T Lbﬁs,i

(h) ‘within®30°days: from ‘the flllng of"a demand :for a tr1a1
- Ffor cancellatlon of the final reJect1on by the Examiner (appllcable
_to appllcatlons flled on or: after January Ty 1976) .
| “With respect to appllcatxons~t0thlch the*OldaLawrisnapﬁiiQ
:cablél(i.el‘applicéfipﬁs;filédffrom#ipfiia1;;196dﬁt6 December -31;
.1970), a divisional application may be filed at aﬁyifiﬁe.ﬁntii>thé
L*debisioﬁfbfatriai”dQCiéibﬂ:bééomes*fiﬁalﬁand:conclusiVeJ£ Hdwevéf;
:er ‘& @ivisional: -épplicatiéﬁfis 'Eto-;:ﬁe fﬂé&f'after:thé decision for)
Vpubllcatlon and an amendment of the orlginal appllcatlon iss neces—
satry,- the' perlod for: fmllng the d1v1szonal appllcatlon ‘and. the
contents of the amendment are.’ restrzcted by the prov151ons of "
Artlcle 64 of the Patent: Law. | = .

=B Substantlve requirements

For a- d1v1510nal appllcatlon to.be- quallfled to receive. the
'same date of flllng as. the orlglnal appllcatlon, 1tfmustﬂcomply~l
with the. follow1ng substantlve requlrements as-well:as the: above

k ment1oneduformalmrequlrements.“

‘2 twoor. more:-dinventions. -
'u(2)w;$he;inventibﬁ for5a€divisional;application;must be one
:of the inventions: contained.in: the. original application:before the
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division.

f the d1V151onal appllcatlon must not be~

DL

(3) ..The inventio

-the. . same. as, the 1nvent10n of the orlglnal appllcatlon after the )

division. .. . .. .
(h) The divisional appllcatlon must not confllct w1th a-

]
)

'}
i
{

.
}

3
|

Priotr,, appllcatlon prov

bls of the Patent Law

ed_for 1n Artlclw

i(or ArtlcleBblsof the Utlllty Model LaW)

:gtmsﬁgw-gofdééftﬁiﬁhgfhé Examineris Notice 0 =i Lo Dopos sy

Yiith respect to a4 divisional applitation filed under:the &=
New Law (i.e. ‘after 1971) Based 6n the origifal application’ filed:
under the “01d “Law, if “the Exdminer *finds 'that "therdivisionali: s
application doééigéflchﬁlfzwifﬁ the “Pequiréménts’ forsdivision: and
the retroactlve flllng date “cat‘not ‘be” “given ", héidissnes: a "Notice™
as a‘means“for“nétiinng“theﬂapplicant w1thﬂh15*findihg}- There. is
nﬁ”éfétﬁ%offtBééiéiiﬂ“fhe“PaféntiLaw forisuch:a Notice,: Aqéording—
ly, ther& is“a §6risis ‘problem in practice as 1o  how to: deal: with: -
such a Notice, There has been a court decision (Decision’ by Tokyo
District Court, > Case’ GyFocU: Noi' 150 1976, delivered: on November 30,

1977)%in a” case'wheérein the:legalisignificance and:the manmer. of.:

“dealingtwith suech” s Notice were atidssue, ::lic

“iv In'afease’ where a‘divisional application-was filed: after :«
Januér??1}v197l¥(éfterupromulgation dfwjhevNewaLanmhasedﬁonﬂthen&

origihal: application which was filed under the/0ld Law :and ‘the. .

“Examinet has’ found that ‘the requiréments for. division -are: not met;

the retroactive filing date will not be given,:and the . divisional:
application will be éubject to the New Law. In most such cases,
the original application is applicable as a prior art against the
divisional application.

However, under the New lLaw, an application is not examined
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unless a request for examlnatlon has been filed.

depi

On the other‘hand, from the standp01nt of ‘the’ Examlner,

there is no pr0V1510nS in - thé Patent Law Wthh enable ‘him to'inform

the appllcant of his f1nd1ng with respect to the divisiomal’ appll-‘

. catlon.

st

Under such c1rcumstances; fhe Examiner used to 'send the #4773
applicant a Notice statlng that “the retroactlve flllng date cannot
be granted and the divisional.application will therefore be treated

as angappligatipgifilgqﬂqqdépttqeﬁqgﬁ,Layf,cy;n*thg above mentioned
constltuted an:.administrative .decision,and. whether 0T not an_w;w”

action: for cancellation.of such .a Notice was lawful, .

SUOs IR B

*The.conclusion made by  the court was such that "The Noti
‘gives-nio ef£30$gwhatsoéver~tQchQ1¥%ghpsx°¥¢§QF@?§@°£¢¥hﬁ;?PEl%'eg
ﬂﬁcan%}fénd does'not constitute a.so-called.administrative.decisjon,
aﬁdi“-acbordin‘gly:;; ithe action: for. cancellation.of.the Notice.is. LSS

unla.wful Moo bafoad

1 Under the circumstances; : if:the: applica;gtbelleves ‘thf:l.t the

rétroactive:filing:date:shnnlg;bejg;venﬁtg his. divisional appli-::

cation, there is no other way:than filing a.request for;examination’

with payment: of. the:fee: for; the: request and arguing. for his case

'duringﬂthe~examinatioﬁistagek:‘Otherwisey;qpqn;expirationgofw7f
Yearsﬂ(#ﬂyearsiinFthewCasevof'aJUtili¢Y.Mcdﬁl)uwth?»%PB%iQ§t19§b;¢
Will ‘be: deemed: torhave:been withdrawn, and then he.will.have.no. way

ofi pursuing ‘his case. i
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L, 7+ Conclusion:i:

. In the foregoing, we have reported on two important court
decisions. Tﬂewfi;étwcdﬁf%T&éeié{bﬁwﬁit£ﬁéh§5ﬂ?5ﬂﬁféﬂ'égﬁﬁé:{ﬁd{f

cates that in the determination of the same inventions under

account the general common knowledge of the art prevalent before

the filing of the prior application, in addition to the description -
in the specifiéation of the prior application. |

Further, in the Patent Office practice for the application
of Article 29bis of the Patent Léw, an importance is placed on.
whether or not there is a suﬁsténtial difference in the techmical
merits of the inventions of the ﬁrior and later appliqations.
Namely, even when there is a difference in the conmstruction of the
two inventions, the invention of the later application is con-
sidered to be identical with the invention of the prior application
unless the different.construction of the invention of the later
application is uncommon or unobviocus in the particular art and
unless the technical merits of the later application are distinect
over those of the prior application.

The second decision by the Supreme Court ihdicates that the
invention which can be divided out as a new applicatioﬁ from the
original application after the Examiner's decision for publication,
is not limited to an invention claimed iﬁ the specification of the
original appliﬁation but may be an invention disclosed in the
detailed description of the invention, By this Supreme Court
decision, the current Patent Office practice has been denied, énd'
accordingly, the sxamination at the Patent Office will be made

along the line indicated by the court decision.
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Finally, we shall be pleased if our report will sexve: for 77

practlcal purposes in deal;ng Wlth the reJectlon under Artlcle

!
!
E

29b15 or 1n flllng a: d1v1510na1 appllcatlon 1n future. ‘
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'appllcatlon is idenmtical w1th an jnvention or dévice (no

Reference Materlal

-‘1nvent10ns whlch were publlcly known 1n Japan prlor tof
the filing of the patent appllcatlon' A

ww‘(ll) dnventions which were publlcly Worked JAn Japan prlor to
the flllng of the patent appllcat1on" :

(Iu) inventions which .were . .described in a publicatiom dis-
trlbuted in Japan or elsewhere prlor to the flllng of the patent
appllcatlon.

ccArticle 29, Para. 2: . Where. an ;nventlon could ea511y have
been made, ;prior to the, flllng of the st 5 .
person with ordlnary sklll AT the art t ;
pertains, on the basis of an invention or invehtions’ referred to
in any of the precedlng paragraph 2 patent shall not be" granted

Artlcle 22bls, Para. L Where an. 1

1nventlon or, dev1ce made by the 1nven§or of the " 1nvent10
in,.the patent appllcatlon) that has_ been descrlbed in’ the o}
catlon or draw1ngs orlglnally attached to the petltlon of ano

_where suéﬁ other appllcat1on was flled ‘earlier than the o
application concerned and underwent publication (Kokoku) or” laylng—
_open for public inspection (Kokai) after the filing of the patent
application concermed; a.patent_shall not be:granted for the first-
mentioned invention notw1thstand1ng Artlcle 29, Para.‘l.h HQWEVer,
this. provision shall not apply where, at the time of flllng of the
patent appllcatlon concerned the abpllcant im. the case of such

“Article 39, Para. ."Where two or. more patent appllcatlo
relating to the same invention are filed on differént dates,

,the first applicant may obtain a patent for the invention. .

(2);ane~prc§isiena cfrtheifatent Lawsirelateaitc;ﬁneicenrf=decipi
sions-.for the division.of an‘application after‘the_Examiner}s

de0151on for publlcatlon of the appllcatlon.p

AL 1921 Law (Appllcable to appllcatlons flled from January 1 1922

to March 31, 1960)




Article 9, Para. 1: When a patent application contaihing two!
~or.more inventions is divided into two or more applications, each
'appllcatlon shall bé deemed to have béen flled ati‘the time ‘when | '’

the first apgl;cat;gp”yag?f;;eqﬂfkm

Rule kb4, Para. 1l: A person who intends to divide a patent
appllcatlon conta1n1ng two oT moxre Ainventions 1ntq two or more
applications, shall ame: : '
invention and at the sam y Sha
respect to each of other inventions. o S
(There is mo provisions. for the perlod w1th1n whlch the lelslonal
appllcatlon may be filed. - BN - i

ﬁi 1959 Law (Appllcable to apﬁ
to December 30, 1970) o

cdtidns filed from April I, 1960

? Artlcle 44 “Pata. l;ﬂ'An appllcant for ‘a ‘patent may divide _
a patent application cdomtdining twd or moTe inventions 1nto one -or
more Inew patent appllcatlons. e da s iloge

conclu51ve.g"

Rule 130: “In AT cAse whére a méw’ ‘patent applidation s to be "
‘,.filed under the provisions of Article i, Para. 1 of the Patent Law
”(DlVlSlbn of a Patant Appllcat;on){ 1f i £

1970 Amended’ Law- (Appllcable to-appl”catlons flled o -orT ™ after
‘January 1, 1971) : - ST

“Article” 4k, Para. l.'”An apnllcant*for a" patent ‘may " lelde an
;patent ‘application, contalnlng two Ot more 1nvent10ns Antoione oru
more ‘mew patent applications only at the 'time ‘when or within thé:’
time limit during which the spec1flcat10n or draw1ngs attached to
the_petltlon may be amended._,ﬁ"' e : S

Rule’ 3 ;" The same' as Rule® 30 0 "the” abOVe mentloned 1959 Lam.
(By this Law, the period within which the specification may be
amended, has been restrlcted and the period within whlch a divi-
sional application may be® flled his- been restricted’ agcordingly s )

Art1c1€”36 “Paraslys ~Thes déta11ed$descf1pt16n#of ‘Ehe~invensi.
tion under Para. 2 item (rl) shall state the _purpose, constructlon
and effect of the invention in-such™a mannair that it may edsily be
. Carried out by a person, w1th ordlnary Skill in the art to whlch the
:"“:anen't:l.on perta:l.ns. e TR r B S -
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Article 36, Para. 5: dIn the claim or claims under Para. 2,
Item (iv) there shall be stated only the indispensable constituent
featiires of “the 1nrentlon or inventions described in the detailed -
descr1pt1on of “thé 'invention. However, . in. addltlon, stating
specific forms of the 1nvent10n or 1nvent10ns is not precluded.

Article 38: A patent appllcatlon shall relate:to'a single
invention, Provided, however, that" even in- the "case of two or more
inventions, the following inventions :having the relationship indi-

"the specified 1nvent10n") may be ithe . subject of a patent appli-
cation in the same request as: the: spec1f1ed 'nventlon.

{ 1) 1nvent10ns wthh have,:as & substantlal part of their
indispensable ceonstituent features, the whole or a substantial part
of the indispensable comnstituent features:of the specified invention
and which have the same purpose as the specified invention;

{(ii} where tlhe" 5pe01f1ed11nventlon relates to B ] _
inventions of processes of manufacturlng ‘the product inventions of

equipment or other devices forrmanufacturlng the product, or in-
ventions of products solely utilizing 'thé spécific properties of
the product.

in accordance with- Sectlon 50 or 57,.prov1ded however that the
amendment is- llmlted to the folloWLng' : .

- 1) the restrictlon of the clalm or. clalms"

(11) the correctlon of errors in the descr1pt1on-e

(na) the clarlflcatlon of ‘an amblguous descr1pt10n.

Article- 6& Para. 2z iArt, 126 Para. 2 shall apply mutatlsf
mutandls to the case under the prDV1so to the precedlng subsect:.'ne

Article 70-' “The" technlcal scope of a'patented 1nvent10n ehall
be decided on the basis of the: statement of the Clalm 1n the spec1-
fication attached to the petltlon.w_“” ' E

—237—

Teated T BEloW Wwith Tonesuweh invention- (herelnafter referred. £0. a8 il

processes of using the product,; ‘inventions’of machines, instruments, . .



'” While" many questlons as’ regards ‘both procurement and’ enforcement

”‘Speﬁke;r’?‘- c: 'H‘érol"‘c'i Herr-i
D ‘duPont de
j and Company '

COMMITTEE NO l

_RECENT DEVELOPMENTS IN THE PATENTING
- ’ OF MICROORGANISMS :

‘€. Harold!Herr -
- Senior Patent: Attorney - ‘
E. I. du Pont de Nemours and Company
v Wllmlngton, Delaware;~.=

Presented At

12th Internetmonal Congress of o
Paclflc Industrlal Property Assoc1atlon

New York Clty

November 4, 1981

-+, No other patent.case:in this century, has recelved .
more. publlClty, provoked. more. 1ntense controversy and been_t
subject of more articles. and. symp051a ‘than, the 1980 1andmar ;
U.S. Supreme" case of Diamond v. Chakrabarty "It has been said’
- that the. .Supreme Court's pronouncement in Chakrabarty ushered
1n a’ new age of mi roblologlcal patent protectlon ln the* L

and‘to look ahead to 'ses’ whet changes ‘are: Tixely: to occur!

S gEY patents on- mlcroorganlsms per-se may:remain unanswered:for =
some* peridod  of time, It ‘appears.at least in'the United States
that the law on this subject continues to-evolve largely«on.::.
a case-by-case basis. The format of the claims now being
issued covering microcrganisms:such:ias bacteria,: fungi;.-viruses,
plasmids, DNA fragments, and the llke w1ll be discussed later
in this presentation...: . PR ;

. Until :recently, the:United-States Patent and Trademark

Offlce had routinely rejected claims to llVlng microorganisms ’
on..the: basis that they-were not within.one .of the, ‘statutory .
.classes:of subject matter as .sek.forth in. 35 U.S.C.7 8101 for e
which a United States patent could be granted. Since Chakrabarty
. 'the Patent. Offlce,‘at least with respect.to genetically .
h;englneered microerganisms, .can.no. longer reject such. as: belng
non- statutory In the words of the Court. a non—naturally
mmoccurrlng mlcroorganlsm ds."a. compos;tlon ‘of .matter” . or . a. ;
"manufacture", the relevant distinction in Chakrabarty being
between products of nature, whether living or not, and human-
made inventions and not between living and inanimate things.
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issue, (it should be poxnted out ‘that’ -
U. S..patents contalnl J clalms effectl= prov1d1ng,coverag”“

on food products ‘edlcines, and; lnsect101des éomprxéxni_
bacterial. cells . (U S l 260 399, 1, 540 951 ‘1,758, 937,
3,642, 982, 3, 651 215 and 3 683 068 Y. .

While it is true that inventions in the field

of microbiology.are.not complete strangers to. the”world of

patents;- a_sense of ‘hostility. towards pat
of nature” may . be. detected in a_number i
Inventlons 1n the 1nan1mate areas of t

valuable materlals have in the past ‘been accommodated o “the
patent law straightforwardly following the practice establishé
for chemical:progesses :and: products.. .The development .of new
strains of mlcroorganlsm by selectlon, mutatlon or'genetlc ;
manlpulatlon has proved more controver51al and practlce has
varied natlonally from, the most llberal pOLlcy of the Brltxsh
patent law to the most exactlng “"ynpatentable product’ of nature
viewpoint prevalent in the pre-~Chakrabarty U.S. patent
jurisdiction jand in certain other. jurlsdlc 1ons 1ncludlngn
Ireland :and- Bra21l. - -

; In the 1978 Rank Hov1s McDougall dec1szon in Ireland
a ¢laim dlrected per se to. SpeC1f1c strains of Fusarium
gramlnearum_wasﬁdlsm;ssed +In the: Unlted Klngdom, howeve
the same claim;was~qranted w1thout dlfflculty
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_ t.0In; parallel ‘with this’ developme‘ iy
Kingdom and other European” patent offlces ‘have also decla;edu

informally that a similar pollcy w1ll apply in“their own
Vjurlsdlctlons.%r

cannot be rejected as’ non-statutory in-thed Ul S.,'lt is” necessary”:*ﬁ
to cons;der the dlsclosure needed 1n a patent appllcatlon to

The dlsclosureTrequ1rements of the UJg -
85112), i.e., & written- descrlptlon of ‘tHe “invantion, is
to be the most troublesome area ‘for both present’ and future:
patentlng of man-made llVlng mlcroorganlsms and hlgher llfe B
forms. . ; - =

Before proceedlng any further,“lt would be well o " :
define here what patent lawyers mean by the term "microdrdanismt; il
Microorganisms are life forms of microscopic size which by
virtue of “their’ spec1a1 ‘Charactéristics-are ‘widely - {albeit not
unanzmously) regarded in séiéntific dircles” as forming &
third category of living- belngs (“protlsta") I ilightvof-
general linguistic usage,-it- ‘would be* arbltrary to-‘describe
microorganisms as plants or animals, since they are not
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" visible to:the:eye:as living beingsi.and.are only:perceived :.

"{e.g., mushrooms; yeasts: and molds); bacteria. (including:.

“to include.tissue qultureSwper-se¢of:animals;anduplants;

as such on reflection...The term typically encompasses: fungi

actinomycetés.and blue green algae), v1ruses~§nd protozoa
In some:jurisdictions such as:in:Japan, the. term:is expanded;

being described every:year,  the: number: purportedly existing.

of fungl, 1500 bacterla, 18'000 aléae end 20 000 protozoa; ma,
a total numbertof.species of:microocrganisms.of: about 140,000
known to.science. :Because:more species of, mlcroorganlsms are

in naturei:is much: larger::: Consequently; the number:of poten :
patent applications:that:could:be:filed directed -to: "pure’ 'n =1
cultures of stralns of a sxngle specxes is enormous.

In draftlng patent spec1f1catlons, at least in the T
United States, applicants must comply with the "112" requlrementJ
that "the specification shall contain a written description
of the iinvention;  and:of ‘a-manner.and: process: of making -.and s
using it; in such:full,. clear,: concise, .and exact terms as to -
enable any person skilled in the:art! to.which it pertains.-...
to make and use the same...." In appiying this reguirement
to applicationsclaiming: novel microorganisms, :the desgription;:
in the.specification must be: drawn with .great particularity
and must include as much detail as possible: regarding: taxonomy,
where and how the microorganism was discovered or produced,
the laboratory:methods: by :which :the microocrganism was -isolated,
cultivation wof ithe:microorganism, .and .any special .characteristics
either ofithe strain wor its - cultivation. -Some .practitioners
feel that since aigiven microorganism is ultimately.:defined
by the sequenceé:-of:base :pairs .in -its DNA -molecule or moelecules,
the best way to define the nature and the identity of a: -
microorganism is by the set of genes that it contains,
Particular care:should be exercised: to:include as much .detail;:
as p0351ble, particularly -untili:patent offices around the.:
world gain more experience: :in handllng appllcatlons clazmlng
microorganisms: per @ L et Ty VD s

Even when the deta11ed wrltten dlsclosure as suggested
above is drafted, it may not completely suffice to place the
invention :in:the hands -of:thoserskilled in:thesart:once the
application:issuessas’ a-UsS: patent-unless:the;microorganism in .o
guestion was already known or-otherwise readily.available to.
the public.”:Consequéntly, prior:te 1970, the.U:S. Patent’ OfflCE
required:applidants with:claims:involving microorganisms wh;gh
were not known:oriavailable. to-the: public~first.tordeposit :
a culture of:the microorganism:in-a depository. to.which:the::
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public had free access.as of ‘the.date of filing the- application, - L
citing the: first”paragraph of 35 'U.S.C.8l12 as.statutory- o

basis for this: requlrement. :The Court: of Customs:and-Patentus
Appeals changed this requirement inv1970 in-In re Argoudelis;-
434 F.2d 1390,;-168 U:SiPiQ.-99, by sStating that the ' law-does no sl
require that the 'microorganismiculture deposited by anvapplicant-i o
with a public depository be available to the general public

at the time: of filing'his‘or‘her:U,Si patent-application;=and
concluding that restrictions'on access to the. depositediculture:

by the public need be’ removed only.upon:the granting of:avizus |
U.S. pateht to.the applicant: -0On the basisiof this decision,””
the Office:established:a: procedure forithe.deposition of
mlcroorganlsms,~set forthsin 886: 0.G:. 638 (May:25;. 1971} and
at 8608.01(p): of the Manual of Patent Examlnlng Procedure.n

The 1mportant features of the depos;tlcn procedure
suggested by ‘the’ ULS. Patent Offlce as: belng accepteb1e include
the follow1ng.- ' o

{a) prpllcantfmust depos;t a sample of the mlcroorganlsm
whoint an publlc ‘depository: by the. effectlve filing dat
‘the U S patent appllcatlon,.. <

{b)" ‘Re trlctlons ont'access to the dep051ted sample must
'bellrrevocably rémoved by the appllcant upon grantlng
' offthe U S.-patent'~ e ; : S

(dYﬁ*The ‘name- and address of the deposxtory andtthe

el ‘agecession spumber: 1dent1fy1ng the: appllcant s 'culture

2 the ‘depository should appear :in. the appllcatlon

as filed, ralong with as: complete ‘ar taxonomics s

f~descr1ptlon of the mlcroorganlsm :ag sisu 90551ble,
and : i ‘ T

e e e ks e

(d)fYIn”addition, the'applicatidn,should befaCCOmpanied
by-a declaration "in' which:the rapplicantiavers to‘
v having assured unlimited “and permanent :public o
availability of the deposited culture;:: subjectvtou
the granting of a patent on the appllcatlon,

“Jdeurlng the llfe of the patent e :

In August 1978 ‘a- Conventlon “Was 51gned a3 Budapest
prov1d1ng for tha'establishmentof an international: depos;tory
of mlcroorganlsms ‘for . patenting.purpcses. Two:years:later, =
on Augu$til9,; 1980, “the~Hudapedt Treaty:on.the International
Recognition of-théerDeposit of Microdrganisms<for the:Purposes:
of Patent Procedure entéered into:force with respect:tosthe
United States; Hungary,'Bulgaria, ~France.and:Japans «Each:
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State adhering or acceding thereto:is.authorized: to. nominate:: ~
depositordies: on. its. territory: to:serve .as. international dep051tory
authorities. Upon:compliance:with:certain procedural: steps set‘w‘
forth in the Treaty, each such depository is -designatedqan .-
lnternatlonal de9051tory authorlty.

Thewde9051tor1es whlchl”ave been»de31gnatei
as lnternatlonal depositorysauthorities: include:zozs:

la. Centraal Bureau voor Sch1mme1cultures (CBS); Baarn,
Netherlands-' s P . : Cet e

lk. CBS Yeast D1v1510n, Delft eNetherlands

2. Deutsche@Sammlung von Mlkroorganlsmen (DSM), Gottlngen
Germany; oo EIN R Lo i

3. American Type Culture Collectlon (ATCC), Rockv1lle, USA

4. Agrlcultural Research Culture Collectlon, Northern”‘”
' Regional Research Laboratory (NRRL), U S. Dept of
Agriculture;: Peoria, TlXl.::{USRA);:: : i o

5. Collection Nationale de Cultures de Mlcro—Organlsmes
(CNCM), Paris,: France;: oL i N

6. Fermentatlon Research Instltute, Japan,

7. Forschun951nst1tut Borstel Instltute:fur experlmentelle
Blologle und Medzz;n, Borstel Germany
Japan acceded o May 19, 1980 to the Budapest Treaty‘*
as the fifth' ‘country and since then ‘Fermentation Research:
Institute,: Agency -of Industrial Science and Technology+of 1-3
Higashi 1 chome: Yatabemachl Tsukuba—gun Ibaraki=ken 305%Japan
{hereafter ‘FRI) ‘has been preparing=itself as’ an international
depository -authority. ~After the completioniof:the preparation;
it began its business -as an-international. depository: authorzty
based on Article: 7 ‘of Budapest Treaty ‘on May:l, 1981
llustrate :the types of reguirements which are: promulgated g
an 1nternatlonally -recognized depository:ihas let AUS look
briefly at FRI s p01101es and regulatlons.- IR 2

Types of mlcroorganlsms to ‘be’ depos;ted ins FRI .
1nc1ude fungus, yeast; bacterium and- Actinomycete;" prOVLded
that micreorganisms which' damage health or-environment,
have property-6f:-being likely~teido 30, -and: mlcroorganlsms-r
required for handling physical enclosure of P,, P3 and Py~ levels
under "Recombined DNA Experiment Guidelines" stipulated by the

E
|
|
|
|
|
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" language:has ‘to-be. found:: To.date microbiologists;anthherm

"traditionally: to:thelr science.. They head.immediately: to

government;,. -‘are:excluded.:- Microorganisms (gehes) which. can. i
be handled:-at ‘the:Pylevel can be depositedi: Mlcroorganlsms
should :be :submitted in: the state of belng subjected to ®
lyophilization::treatment. :

Microorganisms will be stored for at least 30 years
When any reguest: :for release of samples has: been’ made:close to
the 30th year of storage; :storage: is.to.be. continued another:
5 years.

Deposrt lnltlally made is called the orlglnal:de9051t,”
and when release of samples has become impossible as by the
death of the microorganisms, :the international-depository::: .=
authority informs the deposxtor of the fact and the deposxtor
can redeposit .the’same microorganisms: 37 months within:the’ :
receipt cof the notice. The redep051t is presumed to have_been;;
at the ﬂate of flllng of the orﬁg a'I depos1t

Release of deposmted mlcroorganlsms can be made to
the following: persons. LRI . P

{a) Any lntergovernmental 1ndustr1al property
organlzatlon,

(b} Dep051tor or a person who has obtalned_rr
Depositor's consent and

{c) A person quallfled under laws (See Rule ll 3 o
{irunrhbased-on Bu&apest Treaty)“

Besides descrlblng hlS new mlcroorganlsms per se in
his specification;:.an applicant:via-his:attorpey.:must -next.
decide on how to:claim his-inventicn.. :Singe :the- functlon of

a patentwclaimgisfin'mOSticountriESJDnE_Qf“deflnlthnJ
method of ~defining-microbiological -inventions.in .claim

attorneys. haverapproached this . claiming problem alengrlines-

generally accepted- schemes:of classification and ‘taxenomy .
such as Bergey's:Manual.: Thus:for: defining- ‘purpeses it is o

proper to usé the:name; morpheolegy.and biechemical characterlstlcs
of the new strain as the egsential; body struckture- of the- Clalm,jefww
These alone may be sufficient to distinguish the strain from

‘previously known:and -recorded:strains.:It-has been. custemary,

however, to.rely:.on-.the accession- number of - the depos;t of. .
the strain-.in.a.culture-collection, and: lndeed Tany:: practltloners
have been content.to rely almost entlrely on culture collectlon ;
number alone.._t: : CoE . - ormee

At my e bt o -
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With regard: to:claims based -solely: on: culture;’ e
collection-number,. it should: be noted' that relatively. llttle
judicial- consideration has yet -been .given -to: the.-limits: zto-.
which such:claims must: be construed.; One: guestion. for. example
might be whether. claims. drafted interms ofi the: depos;ted i
strain covers only the straln‘actually deposited.and lts;g

deposited strain, or whether they should be construed as
also extending to- independently prepared: isclates' which:are
1ndlst1ngulshable in: essentlal respects from the deposxted
strainmos- oo R : SRR R ERY TR ; : : :

'mAn:interesting;U;S. case in. whlch a. dep051t prove_
unnecessary was Tabuchi. et: al: v...Nubel: et al,.:194. USPQ 521,
decided by the Court of Customs and: Patent Appeals An. 1977,
Here the Court held: that ewven -though:.the: description of .the
yeast strain,. namely;, Candida  lipolytica-No. -230,:-did -not:
refer to a repository number in a public depository, undue
experimentation was not required of one skilled in the. art to
determine which: strains. of the: genus :Candida would:produce
the de51red product rn accordanca w1th the clalmed process.-~*~

In draftlng clalms for a U S appllcatlon 1t is
advisable ‘to follow,:as clcselyi as: poselble, theslanguage .o
the claims which were: allowed "in ‘Bergy ‘and-:in iChakrabarty.
For example, looking rati: clalm 5 of the Bergy appllcatlon,;'
two pornts should be noted. N T R S AP

: g clalm 1ncluded the language

"A biologically pure.culture of - (the spec1f1c mlcroorganlsm)
This language 'enabled ‘the.:court -to-£f£ind that-the:claimed:subject:
matter was .a . "manufacture" and notqaxﬂproduct:ofanature?”since
a bioleogically :pure:culture of.the.microorganism cannot exist:
in nature. ‘Accordingly; it is-advisable. to includeithis:zor..
substantially similar-language in:asclaim-in:order-to:insur
that the passage of:the application . through®the Patent:and
Trademark 0ffice is smooth.: - Precedent. for.this type:of . claim:
is available'to overcome.an' Examiner's.rejéction because-of; ::
the Bergy case: -Even thoughva - patent practitioner may be
of the opinion-that:ithe term:"biclogically. pure culture! is &
either unnecessary; excess: verbiage,-or mere. semantics,; it is:
' still advisable- to include itfisince.Exaaners have: been::
known to insist upon allowed formats, thus costlng the patent
practltloner undue tlme, effort, and expense ‘

: The term "blologlcally pure culture cis not deflned
in the- Bergy speC1f1cat10n but appears tc mean nothlng more:
than an-isolate: obtained  by:econventional: purification steps.
When it is-realized:that every' bacteria ever discovered.i.: . =«
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. has been refined to isolate purity in the:very' process of -
discovery and identification, the: addition ofithese. three words: .. i:
does not appear to restrict :in .any way the effective: scope of i~
the paterit. < ‘Furthermore; such. logic/ should also:be extended:
to the Chakrabarty situation in’ which ‘the microorganism is @ =
nevel per se,” for example; where the applicant ‘has produced a:
mutated mlcroorganlsm by 1rrad1at10n or. chemlcal treatment.

‘Second,” the clalm in the Bergy appllcatlon 1nc1uded
the language "sald ‘culture being capable of producing: the..
"antibiotic lincomycin in a recoverable quantity upeon fermentatlon
in an aguecus nutrient medium containing assimilable sources
‘of carbon, ‘nitrogen, ‘and inorganic ‘substances.”™ ‘Such language
is functional and has some appeal: because: it:offers 'a neat . ..
solution to ‘the problem of embriacing everything. that:achieves
the same result as the strains.actually obtained: by: the :. i o wnd
inventor, Unfortunately such-an ‘easy- sofution: is not always: .. oo
possible. T T I T Ui O e L FR PR RS ST o

This "functional technique™ of claim:.drafting. is: = .
presumably valid where.a number. of strains-have been-:isolated :.::
with a common property which gives a new result. It may not
‘succeed, however, where the property or result: to: be obtained
is an obvious desideratumsfor those skilled in -the~art-. wAn:f.
illustration of ‘the failure of the functional .definition’.is. -
the case involving U.R. Batent No. 952,820 which was: declded
in the U.K. High Court and reported in 1973.::.:The. patent: ;:m
claim specified use of "a strain of Streptomyces aurecfaciens
which produces”tétracycrinerto”the¢substantia1dexclusionﬁof
chloftetracycline and: these: strains were . characterized later :
in thesclaim- by reference to arharvest ‘mash:reflectance curve:
"and a numerically defined-paramieter. : Much ‘of .the argument. o
in court:dealt with the: guestion: whether or:not:.such:strains . i«
‘had to be:descendants of the: type strain A-377, but .apart from.
this difficulty of interpretation: the Court also.fourd that ;.-
the other parameters used to-define the strain were lacking :
in reali:substance or relevance. . :The Court found that to"search. .
for a high'tetracyclinenyielding strainderived from A—377"“*

was simply to follow:.in:the path:of previcus:workers and-: .o-ao oo
amounted to an.obvious:desideratum. The patentee'’s: method of .-
framing:-his: definition  in- this-way: wernt unjustifiably beyond-
the novel stralns actually dlsclosed in: hls spec1flcat10n.

In addltlon to: clalms dlrected to the novel m1cro~ R ITRTR
organism per se, it is usually appropriate to include claims
directed  to: the  process:of:making: the'product of  the.microorganism,
Such claims:have been held to be- prlma facie non-obvious.,  This:
is true even:if the microorganism:is a-novel: strain-.of-a known-
organism which produces the:product:of.the.claimed: process.’

e
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‘An applicant should also consider:submittingir .
product-by-process :claims directed to:-the product; i.e., theil
antibiotic, enzyme, hormone, ‘etcsy produced by the: novel
mlcroorganlsm This+is:a particularly useful claim:iwhere theér
is a possibilitythat the prodiuct may:be: mariufactired abroad
by a competltor, u51ng the mlcroorganLSm, aﬂdﬁthenﬁimportedf

~patent.claiming
only the mlcroorganism would be 1neffect1ve~1n preventlng it
importation ‘of ‘the product made by the mlcroorganlsm.?f BN
Accordingly, “fo-gain-a-fuller -measure’of -protection to: whlch
the applicant is entitled, process and product-by-precess::
clalms should be lncluded

Spec1al ‘Teasons: for draftzng clalms on: the process
utlllzlng ‘the microorganism areqthe.relativereaseswith: whlch
one strdini of microbe ‘can be:transforméd:into:arother and: -
the ability“to construct - unrelated recombinantrorganisms:
accomplishthe -same - purpose. It has<beern  suggested:that
examineréfshéﬁld?allowfproceSSvpatentsifcrfsynthesizingsa“"u
product suchli‘as hormone’from. a particular gEnetic'sequence or
DNA 1nsert ‘witheut' spec1fy1ng the spec1e5 or: straln of the
hest or the type of plasmld g DT T O S

"If the host straln OLH plasmld type were:
spec1f1ed ‘as. it would have to'be if:ther-
‘bacterium’or plasmid.were’ patented :then &
it would*be relatively easy f£orcompetitors
to use a similar gene in another host/vector
ssystem to -accomplisht the same” goal,thus: v
‘gettingaroung the- patent. and renderlng 1t,
worthless to: its” helder: ™ Zlmmerman,*w
f7 APLA Q J.-278, 285 (1979) :

Before leav1ng the subject of clalm draftlng,“a:briefu
look at the claims allowed by the Supreme Court on Chakrabarty
is deemed worthwhlle. i 3 3

Clalms llterally read on' any Pseudomonas bacterlum
containing ad“stable combination:of tworor:more-plasmids .which
provide different: hydrocarbon degradative \pathways ;:irréspective:
of the"bacterium"s:'source; .or" the manner in-which it was madew.:
Critics might" argue that claims of such ‘scope are overly broad
in that they merely staté a ‘'desired:result,'’ The -Patent Qffice=:i:
may come to insist, for example, that claims to novel bacteria
produced ‘by plasmid: transfer should- be reqguired to .recite:

{1) the" partlcular bacterial ‘species ‘which ‘the “inventor. used
successfully as the plasmid rec1plents dnd® (2) the specmflc SR
plasmids he or she ‘succeeded -in ‘transférring; ; ; e O
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On the. other -hand; it -is also conceivable ithat the
Patent Office will take:the view. it .is proper -to fuse-claim -
language as broad:-as Chakrabarty's whenever the ‘bacterium
claimed:is-the :first to produce the results for which it .was:
created, e.g.i the:first.to:produce a.specifici chemiecal .or,::
say, the first-to be capable .of ‘biodegrading.a particular ;...
toxic waste.  ~If it.should develop :that only such pioneer status -
enables one td.obtainmChakrabartthypewclaim-breadthgforﬁa,dxa~~
human-made microorganism, ~then it .will-be: doubly important
to finish first in.any race to develop a: microorganism for
a specific new-use - - ohed Bk poTm T

Up to this juncture we have been addressing ourselves
primarily:toprocurement..::Let us . now.in:closing:look .briefly
at the enforcement: aspect.- ‘The consensus among:patent. practle: ;g
tioners is that patent.rights for microorganisms :per se cannot,”y
be enforced: as easily.as: the:patent: rights for: the_chemical R
substances. Generally;qinvthewcasenof;product;petents,ua;person
who has purchased:a:product from:the:patentee or-licensee.:can-.
use and/or resell-.it-freely, -and-use . of.the -re-sold product .. -
is not considered an:infringement: of-the patent.;:This. is.the...;
" .so-called "theory of exhaustion of the patent.right”.. . Bakey's:.
veast, for example, sold in the market is generally consumed
by purchasers but can:also be:propagated; by them. .:If -the -
theory of exhaustion isiapplied to-.such cases,.the.patent..
covering the yeast may:be:very limited,:and. the. patentee/seller
must give appropriate notice . to prohibit its propagatlonﬁa

The production of another mlcroorganism by mutatlon
.of the patented microorganism should:be: an.infringement: -of. the
patent if the derived mutarnt..is: used. commer01ally - However,
“enforcement of the right may actually be_dlffigult‘pegguse,the
patentee cannot stop the industrial or experimental use of the
derived mutant, except where his patent covers the mutant.:

The traditional patent law doctrines of 1nfr1ngement,“‘
contributory infringement and equivalents are being re-explored
and reevaluated :now::thatpatentability of microorganisms. -
around the :world -is becoming more: acceptable. - As the new.

technology of 'gene splicing continues to.expand, factual - -
situatidns will: arise causing some adaptation of the tradltiona
doctrine,~although the principles Whlch guided the. formation
0f them: should apply to the new. biotechnology.; -

At the outset I mentioned how the law and practice .
on this subject is developing.on .a. case-by-case ba51s., In view
of the difficulty in making. generalizations, . the. best way. I..
know to exemplify formats. found.acceptable: :at “least by the .
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United States Patent Office is to simply reproduce clalms from
four representatlve mlcroorganlsm patents ‘which -hdve :
since the flrst of the year.i They ‘areas follows-_

(1Y 'Bra’dn'er'," Bush s Nettleton, “Uls.
February 7, 1981 and assigned to Bristol—Myers.
“ethis. patent,. .which ing

issue for a mi
June of 1980, reads as_foll
1.
Strept05porang1um s, ﬂATCC 31129 sald
capable of producmng ‘the atlnblOth comp ex, ngarOlc
acid complex, in a recoverable” quantlty Upon“ciltivation:-
in an agueous nutrient medium containing assimilable
spurces of nitrogen and carbon.

(2) Steenbergen and Young, U.S. 4,259,451, issued
March 31, 1981 and assigned to Merck. Claim 1 reads as
follows:

l. A pure culture of a variant of Agrobacterium
radichacter, ATCC 31643, said culture being capable
of producing hetercopolysaccharide.

{3) Manis, U.S. 4,273,875, issued June 16, 1981 and
assigned to Upjohn. Claims 1 and 2 read as follows:

1. Essentially pure plasmid pUC6 which is characterized
by a molecular weight of approximately 6.0 megadaltons,

and a restriction endonuclease cleavage map as shown in

the drawing.

2. A biologically pure culture of Streptomyces
espinosus biotype 23724a, having the deposit accession
number NRRL 11439, and which also contains about 20

to about 40 copies of plasmid pUCE per cell.

(4) Ljungdahl and Wiegel, U.S. 4,292,406, issued
September 29, 1981, and assigned to the Department of Energy.
Claim 1 reads as follows:

1. 7The mixed culture system comprising a biologically
pure strain of the microorganism Thermoanaerobacter
ethanolicus, having the identifying characteristics of
ATCC 31550 and a biologically pure strain of the
microorganism Clostridium thermocellum, having the
identifying characteristics of ATCC 31549, said culture
system having the ability to produce ethanol in
recoverable quantities upon fermentation in an agueous
nutrient culture containing cellulose material,

T
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about a year ago, Publ No. 0 028 033 “has clalms d 1
novel DNA, cloned DNA, recombinant plasmid’ contalnlng the ‘DNA,
microorganism-containing . the recomblnant j=! asmld and process

for their productzon. e _ LT

Wlth the technologlc advances pre_en ly:
made 1in mlcroblologlcal technology, it lS expected t o
worldwide activity in the microorganism area will ¢ontinue
to. increase by leaps.and bounds, .To. .the patent?practltloner

microbiological J-ndustry and th;”publlc
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- RECENT . COURT. DECISIONS. ON. TRADE. MARK .

— "TROY" cdse and: "UNION": case =i o

. PIPA Japanese’ 'Group, Committes No, L.u:

ShL shei SAkiolKobayashin

Goji Tasaki:

Speaker:

Nobuyoshi Sakuragi‘

I. Introductlon‘

I Would llke to dlscuss two examples of court cases : '

on trade marks noted durlng the past one year 1n Ja an.

One is a case 1nvolv1ng a trade mark "TROY“ in whlch

arguments were made as to ownershlp of Llcensee s trade

marks after cancellatlon of a llcense agreement ThlS 1s_' _

e A AL AL e b

called the IROY case. . The other one. relates to lawfull
effect of abandonment of some of de51gnated goods after
judgement in trial before the Board-of Appeals1 “”?h;s_}s L

called the UNION case.

II., The TROY case (District Court for Osaka;

Decided on November 28, 1980)
1. Cuestion o
An agreement was made by the parties concerning the

licenses for designing men's shirts and sweaters and for
LOT Geslgning Mmen’'s SHNirts aho sSweate:
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using trade marks, trade names, etc!’ However, the’ trade
marks to be licensed were not specifically. identified in
the agreement. Then, arguments came out as to ownership
of the trade marks made by and.registered to.Licensee.
It was questioned if it reverts to Licensor after can-

cellation of the license agreement.. :

2. Outline of the case
| a) License Agreement

Plaintiff is a U.S. corporation doing business
: concernlng a productlon of textlle products 1nclud1ng
sports wears. Plalntlff also had subcontractors in’ Japan
and in other parts of the world to manufacture sports A

wears.

Defendant was one of such subcontractors who was ~

granted a llcense by Llcensor w1th 1ntermed1ary a551stance“?rw
of Plalntlff s agent in Far East and eXGCuted an agreement. o

The llcense agreement prov1des llcenses and owner-”

shlp, more spe01f1cally".

i} — License for lLicensee to use Licensor's =~

_trade marks, trade names, copyrights etc. by
marklng and notlfylng the llcense-‘~***
—-8Bupply of Llcensor ‘8 sales know-how to
Llcensee- . |
s Requlrement of Llcensor s consent “to

‘use of any trade marks by Llcensee,

7
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<~ Royalty payment by Licensee to Licensor

“in accordance with the amount of sales

;o of rthe: products using the licensed trade ...
coomarksie. .-

RIS

ii) — Liabllity of Licensee to register and

[
}

s

s e A

manage licensed ££$é; ﬁ;;£é:f;;;:f5£f:ﬁ}
wonncohehalf oerigensor;in:Japani;u-
— Termination.of. the license upon can- .
- mcellation of the license agreement: . . ..
“=,ﬁhReturD;Of,tii;e_aSuQQNPanrgtp Licensor. ...

However, the agreement, did not clearly indicate the . .

“trade marks of Licensor. to .be .licensed..: Whilg,thg}t;ade

mark "TROY"-waSwowned'andwuggd,by,Licepsorﬂigb;he_gmstgﬁ,nT“:”

a same trade mark was registered and owned by a third party . . .

in Japan.  .Licensee newly made a trade mark "TROY.BROS". .

holding the word "TROYE“in¢it;qnd a;mafk?showiggwa,FQQQQCO
pipe. Licensee filed -these two trade-marks_ for #eéistration
in Japan“withuLicensorFs;chsenh'and_ma@g:;hem_reg;stgrgquf

under -Liicensee's name.:..

b)cArgumentSﬁahd Cancellation
“Licensee‘exécutednahsublicense;agreementIwith,aﬂ_;:
company:"T" .who ismxmiaparty;of,thngqase9.;ﬁowgygr!_diffggj;x
ences: came.out in: interpretation between Licensee.and.Licensor's
agent who worked for.the.agreement,. concerning the renewal. of
the sublicense:agreement.: As;a-result,xtheﬁagrgemgqp;was

terminated. :But Licensee‘ (defendant) refused. to; return. to

__:2.5.3“._



" ig iéWfﬁllyacéﬁSidéfed;téfa-ééftdin’éxfehtff

Licensor (plaintiff) trade marks filéd and registered in

Licensee's name ﬁnder”thé*aéfeémenti'namely;u"TROY BROS",

"SUNFATR", "CASTAWAY" and the pipe mark: ~Licensor brought

a suit claiming a return of the trade mark rights.
3. outline of Decision

a) With respect to the trade-mark of & ‘tobacco pipe,
the court holdsthat ‘Ticensee is not’ireguived to revert its
ownership'tﬁ“ﬁlaiﬁfiffﬁ*taking-oVérall'circumstances into
accodﬁf?”‘THé'éburfffhrﬁhér”sayg*that*no:rgturn of the
trade mark is’requested under’ the law. i

““This decision is landmarking  sirnce ‘substantial: - #s7

appreciation is givén to the ‘designer of ‘thértrade mark "

like “in ‘the case of the inventér to ‘patent ‘and the owner—.::

ship of'éébﬁriéﬁt: ‘Consequently,  d prior user's position !

UL eR  EHe othet hand, ‘with’réspéct ‘to the remaining
3 trade marks incliding "TROY BROS", ‘the court ‘favores : i
plaintiff and ordered return of the trade ‘marks to-plaintiff.
b-i) First, the court décis.i'.-c')n.‘"refefs":lto‘f‘fact‘s don<
de:ning“béékgrdﬁnd*éf%the”liééhéé?agréementivhistory50f the

trade marks and outline of ‘arduuénts “involved. . The’déurt -

“ '5ays-that the licénse agreement should be’taken into-account: i

in this case for-detérmination of “ownership.

"% peféndant-assertd “that’the license agreement does =i

not aim'at a”license’ for use-of the trade marksas plaintiff.:
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insists;t-Rather,,afpermission,of‘markingjtiicensed bg” is
aims to provide the marked.products with an image.of . .
foreign origin.. .Defendant further.says .that this was clear:. .

fromuthe-fact‘that;the;agreemeu;;doesyﬂot:identifY‘the;FPQ@@gg

lates

alt a nts fOI.‘ AL ,.

sémple qoods; designs, cataioéues, etc. whichwsball'bé
furnished by. plaintiff..- But this assertion.by defendant is
denied in-decision’ by the ecourt. ., -

b-ii) -The court.states that f-key.:\--: to.determination-of ;the. .
licensed.trade marks:is fo,consider from every agﬁgqtjqfﬂghgﬁ,
circumstanceSqincluding;analeis_oﬁ,bbjectiyes;ofﬁthe_1iggﬁgeﬁ
agreement and history of license negqtiationsﬁwithma_spgpial5;
attention;tovstatements and activities.which-hag .been: taken
by the-parties.: The court-also.poinkts. out that plaintiff
is a éorporation of-the: U.S.A. where use:of+a trade mark has
significant . effect:and that:defendant :is not-familiaxr with
the law practicerconcerning- trade marks:in Japén. The court
concluds that these must: be: taken inteo consideration for a |
possiblersettlement.: . |

b~=iii)On this;standapointJ:the;pourtadefines;thatngpg@;y

~property of plaintiff-includess: ...

». = »trade:.names;:trade-marks: or partigl.;..-:
-incorporations thereofhﬁhichghave been. i uwenin
~used byiplaintiff.as’ its:own belongings; ...
- trade-names;.trade;marks:or,partia1 gg,.
incorporations thereof which have been

designed or modified by plaintiff on its
initiative '
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T6 the contrary, the court ‘adjudges that thé pipe

mark was madé by défendant ‘on its own initiative. - Thig !

adjudgement ‘based on consideration ‘to business circumstance: "

in ‘Japan:- It i$°held that this mark should come to owner- »: . %

ship of défendant although ‘its ‘use ‘was ‘subject to the . .

consent of plaintiff:

FiRccordingly Uit tEgTa "eourt vs inteérpretationthat svrt - o

"TROY BROS" and other 2 letter marks should bereverted to: i.

plaintiffi "I The ‘CoUrt ‘stdtés “in ‘this connection that @ -

registration’ of ﬁhé‘traﬂéfmérké*in”name-of'dEfendant:wasacntiT

due ‘underthe 'license ‘dgréement. - ‘However, ‘the court denies: =

allégediownership '6f -the pipé mark By plaintiff. oo

el [Noté: 0ut Bf these, ("SUNFAIR" was'made by plaintiff

“and préserited to défendatit for usel  Since::

G MPHET QUTLAW" Y from: hicensor was questioned:

“iabditt its fegistfabiliﬁy insJapan, #Licensée ¢

viade a-new:trade mark’"CASTAWAY" taking the

i WPHE QUTLAW! into’account;] .=

b-iv) Further, the court states that Japan-hasv-a:ilaq

principle’ to:isste a’ trade mark’ registration.to those:who

first filed,.if it meets requirement; irrespective of its:i i

actual desighér or’user:’:Accordingly;assertion claiming
ownership of a trade 'mark by its designer:or user who made
or used it priof*tdiits¢filingf?mayﬁiﬁ;not be:understood to

comply with the trade mark:system: in:Japanii: i

|




Th thiginstant: dage, parties' .will .and iptention. ...
indicate that:they Hadve censidered ithe marks as.a.sort of ... ..
propértiés~evennbeforQJth6~trade mark-application. - Based

on a preposition that future trade marks -to .such marks ... ;...

should be rreverted. to:the proprietor,:the -both parties .

agreed to stipﬁlate-a-trust'liabilityAinitheﬁagreemén; and.. ;i
the agreement-waSmeXecutedf

As tradeimarks:are;reqﬁined insnature teo have an.....:.
updating feeling :and:attractive expression:just like in-....:r
this case, designing trade marks must be with, intelligence
and originality. It is reasonable to hold that such design-

~ers shall be treated equally as the inventor of patents.and .

the author of copyrights. This.leads to.a.law interpretation
that prior users should be appreciated to a certain, extent

in terms of.ownership.. ... ...

4. Remarks
a) As stated above,; this is.a,case where. the licensed

agreement. The court did not hold a claimiby,LigensQ;,ﬁ,f'wgi
(plaintiff) for ownership of the trade marks made by
Licensee {defendant) judging from ovefall facts collected.

Tt is noted that.the designer.of;the trade:marks:was
lawfully. appreciated.as . the .inventor tpftherpatgntaﬁight'~w~
and . that the dec%si@nwéppeéxs:;eascpableux@;;ﬁ?

~.-b) In-this case, ambiguous-license provisions.caused
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arguménts: “ ‘As have -been often ‘pointed outy: trade mark
practiﬁidﬁers‘shoulﬁfbe!fully*awarevof:differenCESrin

law. \(eXu'prindipléfto'prior"use*andﬁpriﬁciple.tO?priOr:vau.;
registration in this case)::

In'partidﬁlary~When'trade-marksfbecamewfamous 3%

through salésPTQEfortséﬁy“LiCenseé,-bwnership.ththe
~trade mérksKEY'be found arguable. Both;~Licensor “and:: i
‘Licénseé should 'be careful for determination: of the . o
licensed’ tradé marks, ‘duration period-of the-license; etc, iu.

“ighistcase was appealéd o Osaka High Courtl

IIT. The UNION casé (Tokyo High Court: "

“Decided on February 24,1981}

1. ~“Question "
The issue resides in a point whether abandéhiient of "
some of the designated goods, while a suit is pending at
court, has lawful effect on judgement in trial or not.®
“Fhe tradé mark was’refused in- trial“béforethe Bdéfd
of Appeals and’ the case 'was appealéd to’ thé ‘Court againgt® i7"

the refusal in trials %

2. -outline™”
“Plaintiff’ filed’an appliéation for “a trade mark

"tvE UNION"-in’which the word "THE" is smallér in appearatice '

than the word "UNION". ‘'The”applicant designated §bods for '~
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More speolflcally, they are_“Prlnted Artlcles, Palntlngs,

Calllgraphlc Works EngraV1ngs, Photo Plctures, and related

1tems" Durlng the prosecutlon befo 7the Board of Appeals,
the applLCant amended 1ts de51gnated goods to llmlt to

"Commerc1al Maga21nes{ Prlnted Materlals for advertlsement,

Palntlngs, Calllgrapblc-Worksr‘EngraVlngS, Photo Plctures"%“”
and related 1tems in Class 26.H:

There was .a prlor trade mark reglstratlon COnslstlng

of 3- tlered words "THE_ UNION READERS":ln wh ch “THE“

top, :"UNIONVKmiddle.and "READERS" bottom.” “UNION“ appeared

blqger than other t_o

Cltlngnthls trade mark de51gnat1ng Engllsh readers in

old Class, 66, refusal was 1ssued,1n trlal by the appeal o

board. The appllcant sued for 1ts reglstratlon to the court ‘

and later amended 1ts de51gnated products to "Informatlves

and Maga21n S: for malluorder sales on a credlt ba51s

aiming at,r_emov.;m ‘possible defects.

3. Dec1510n ﬁf_:ﬂ

The court dlsmlsses the plalntlff s complalnt saylng
that partial abandonment of designated goods ‘does hot ‘date

back, o the original application in' terms of ‘lawful ‘effect

andtthetwitﬁis_notlgéasohebie”tQ;reVertﬁthefjﬁdgeﬁent?in
trial. |
With tespect to a ‘point whether abandofment has a

retroactive effect or not, the court says:
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"Unless specifically provided, lawful effect takes
-:place when-the action was made. In case where such

‘ measure like abandonment, withdrawal, eteé. is taken1;55

‘sotora trade. mark appllcatlon,‘the application is

 considered null and void under the Trade Mark Law, =

Art. :8r3.to .allow. any .application filed earlier .

or later than its application date for registration.

-»In-other:woxrds, such application is considered not
to have existed from the begining. No retroactive’

«:effect can be acknowledged{_aNq chetﬂtntetpretat;qnilﬁ

than this could be held.

[Trade Mark Law, Art. 8-31°

"When an appliéatien'for”trademark”registfatien“has
-::been;abandoned, withdrawn.or dealt with as 1nva11d
or when the flnal decision or Judgement i appeal

roawithe respect to. the application for trademark

registration has become £inally binding, such anpll—”“E

cation for trademark reglstratlon shall, with respect
to the application of the provisions of the precedifg®’
itwo., paragraphs, be deemed to have bheen non-existent
from the beglnlng" (Foster & Ono Translation;” JLP)

Wlth respect to basxs for determlnlng 1awfulness of" the SR

trlal s judgement “the court heldsas follows: =

"The judgement 1ssued in trlal by the Board of”
Appeals, of..the Patent Office is an, admlnlstratlve‘
decision. When one findé defects in the decision™
and claims a relief by law, lawfulness of the
decision must be judged assuming the 'situation
where the decision was made.

However, exceptlon is a case where an aporoprlate

decision under a certain situation is questioned’
.Ulater as being 1nappropr1ate under different

situation. In ‘such a case, reverse decision’ ‘coinld
.. sbe avallable. :

. For example, reference is made to the patent case.
When judgement in trial is made to allow amendments’

. .to.remedy the defects, by which a patent was refused
in other trial, the refusal 'is retroactlvely ‘applied

to the patent although a suit is pending with respect
to lawfulness of the refusal. (Patent Law, Art. 128) ‘-

Then, the reasons for refusal are remedied and the
juddement in "trial based ‘thereon may be reversed.:

-

it
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judgement in trial for amendment. However, thls"

doctorinesdoes. mot allow.lawful determination.of
 trial's judgement in general as of the day when
~thedecision:was: made: at the: court.: . As is. clear,“,;bﬂw

accepted amendment would be held appllcable dating =

““’back ‘to the ‘day when: the application: was: filed." .

4. DPnalysis
a) With respectAtoﬁCases.similarmto_the;subjectgceeet
decisions may be‘eclassifiied into three-groups,- They.are,

R IR A

as followsgs i

: Basis for ~ |Decision at |
“Type --af3%539a9F1¥@:~a determination.’ |Tokyo H.C.:..| .-

A T riniYes S0 fifin Not, deelsiwe. o|: Dec. 24, L.
(could be read! 1979 I
sttrialls:sjudge— o0 oieoa e
ment") ' T

Bao oo P T NQ for -:. T Trlal ! s s b Feb 22 1968. .
. .;Feb.;?‘lw 1981 |

; & RS NO EERNCICE! S Dec1si0n S June21, 3978t i
~ by court b

These” thrée ‘types'’ arelcases in which retroactive effect
of abandonmént and lawfulness of ‘judgement in-trial were: . ;. ..
argued. 'Maﬁbritﬁ*casesﬁfdlloW“fhe:decisionioijypeaBgabeve@qﬂ
and the subjectfééseﬁisfdnefofwthem;::Itfshouldsbesnoted

that fthere are some arguments-criticizing:this:decision.

b) Then, what decision sh&ll b€ held:in this:type:of  ..:

cases? Let me discuss it more in detail.
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b- 1) Retroactlve Effect 7

In my understandlng;.partlal abandonment of
de51gnated goods shall be in: effect after the abandonment
is made. ‘Th ‘other’ words, the retroactlve effect shall not
be justifiable. As the decision of this case pointed out,
there is no'specific provision as to manners to treat .it... .
nTThue,,s&cﬁ’effect“is'not:subjeCtxto.theulam;_4a~aaw

b-ii) “Basis for Determination: of iLawfulness -

It is my opinion that effectiveness of judgement:.
in tr1al should ‘be determlned at the tlme when the dec151on
is made by court biat: not by the Board of Appeals.‘ SOffar as
the trade mark is concerned 1t mlght be reasonable to .
determlne its reglstrablllty in accordance with amendments

offde51gnated gopdS'at-the~t1me when-the,dec151onuls made

for 1te{regietraticn ; Jud;ement in triali“as stated above is
admlnlstratlve in nature butit 1snot reasonable to put the
ba51s for determlnatlon of lawfulness on the judgement in
-trlal .gsince the! judgement 1n trlal 1ncludes seml jurlsdlctlcnal
effect.

' Rather; it would be reascnable to. rely on the .. -
decision”byfccurt.~ Because.it will.contribute to. .solve. .. ..
arguments“anduit“willjprevent-laterffiled:trade”marks,
both = “idénticalor similar, from being registered.

“On:this-:stand point, I would:.like to. support the

interpretation’as seen in Type C.:
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._“bjii;))‘Ippﬁh;eﬂlineﬁj;et_me show yoﬁ other cases
where “the court heldithat the.decision'by court should
not adversely affect the jﬁdgeﬁeﬁtjiﬁ*ttial [Tokyo High

Court; July 31, 1979 and December.24; 1979] In the

former case, registration of a cited trade mark was can-..

cellédfﬁédauéé'éf?ncneﬁse;Vana'in.the*latterrcase;fafcited
trédedmafk was éseiQﬁed;tb'plaiﬁtiff;-:mn,thesevceses;;
the ‘cancellation and the assignmentwere made ‘while isuits
were pending before the’ courti
&) Now'Eurning to the subject, Tokyd High Court Hald
two Substanding ascisions whiGh diffeér in law interprétatisn >

during the past oné year.’ One 18" found in ‘the case shown as’’

Typé ‘A" above and’ the Gther is’ found in ‘this "UNION® case ' il

winich represents_the.eeeeeJid‘TY§eiﬁff

7 - Déépite'éﬁbﬁ*dﬁfféﬁéﬁééﬁ?ﬁeWéﬁeffpﬁHat“tHé”ﬁﬁioﬁm"
case teaches 18" that such measures TiKe partlal abendonmentfww
fof the de51gnated goods and ‘more exten51vely,:a551gnment

'of trade marks should be taken before judgement in’ trlal is

made.

e S upreme/

ourt

hlS case was appealed to
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Speaker ERu'd:ol'ph"J -ﬁhdé%éon, Jr.
g% Merck &-Co., . Inc. ...
-a;CQMMIITEE,NQ,_l

:PATENT TERM: RESTORATION: AND :UPDATE -

In our meeting-in-Tokyo last fall,.we. discussed the problem ..
-of the loss of:effective patent. life.due.tp premarketing.regulatoxry, ..
review of oeftain?typesgof;produqts,rparxi;ularly‘phanmaceutiealsqdn
agricultural chemicals and medical devices, .We provided to the.. .
group some.statistics which outlined. just how serious.the problem
has become -and discussed ;a.proposed solution to. the problem which ..
. was then embodied in a bill introduced into the_Uni;edAStapes Senate
.by Senator Birch-Bayh of Indiana .and in the House .of: Representatlves
by Congressman Robert W. Kastenmeler of W1scon51n.$

In our. .system. of congre551onal actlon, leglslatlon Wthh is not

enacted at the end of a particular Congress Qﬁntwpnye@rsﬂderét%onn.\

expires and 15 not before subsequent Congresses for thelr con51dcrat10n.

Fortunately the ex15tence of the problem has heen reconnlzed by
our legislators in the new Congress Whlch commenced in January of th15

year and 1eg151at10n”we§-;‘" :duced 1n both Houses of Congress early

in the congressional session, Senator Charles MCC Wathlas Jr. of

Maryland introduced into the Senate of the United States S$.255 entitled

"Patent Term Restoration Act of 1981" and Congressman Robert W. Kastenmeler

of Wlscon51n introduced into the House of Representatives H.R. 1937
entltled "Patent Term Restoration Act of 1981", (Copies of the bills

as introduced are attached.) Under our congressional systems, other

.. legislators who favor the legislation may. add their names to the

i
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_Republigans..and Democrats, giving bipartisan.

leglslatlon A4S, CO-SPONSOTS. thereof and many have done 50. (See
Attach, A). Tt 1s particularly 1nterest1ng to note. from the 115t of N,
co-sponsors. that the legislation has the suppqrt,oﬁ,m@mbe?s of both

f pa

note is the significant positions in the Senate of the United States,
held by the co-sponsors. .. . SRy
-Hearings were held on S.255 by the Senate Judiciary Committee

in April and were chaired by Senator Mathias. . At those hearings, a

number.of industry: organlzatlons and 1nd1v1dua1 companles strongly
supported: the: 1eg151at1on._ Both the: Amerlcan Patent Law Assoc1at10n_J
and the Patent,Trademark and.Copyright Law Section, of the Amerlcan
Bar Assoc1at10n endorsed the. 1eg151at10n, and the Env1ronmentali,;¢¢
Protection Agency.and the Patent and Trademark Office both tEStlfled

favorably.at the leglslatlon Testlmony 1n opp051t10n was recelved et

from the association of generic drug. manufacturers and the health

resources. group, .a -Ralph. Nader organ1zat10n.:h”_:,f*~ﬁ .
The Senate Judiciary Committee faverably reported the 1eg151at10n
to the.Senate of the .United .States and $.255 was enacted.by the Scnate

substantially as .introduced on July 9, 1981.

The. Subcommittee .on.Courts, Civil Liberties and the Administration
of Justice of the House Judiciary Committee is_gg;rent;yﬁhgjg;ng“hpggz“ﬁ
ings-:chaired by .Congressman Kastenmeier on il.R.1837. Testimony favoring

the .legislation.has.already been provided to the committee by represent-
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atives of 1ndustry organlzatlons 'individoal'Companies”and‘ﬁﬁiver?*"“

sities. ; ertten submlsslons and’ support of ‘the 1eglslatlon have *

been made to ‘the subcommlttee by the Amerlcan ‘Patent Law Assoc1atlon
and the Patent,vTrademark-and Copyrlght Law Séction ‘of ‘the Ameridan
Bar Assoei;tioﬁ::bTestioonf'iﬁ:oppositioﬁ“hss agéin"éome ffdﬁ the
generic drug manufacturers and the Nader group. Furtfer hearings

are pléﬁﬁeaﬂiﬁ'NoveﬁBer&forTfeSfimoﬁYREroﬁ’tﬁe*Food*and'Dfug'Adﬁinis-

tration and the Comm1351oner of Patents. “Their testimony 'is expectéd”

to strohgi}'suoportﬁfhe"iegisiefioﬁ:as”the“SeoreEéry;*UESE"Depérfment7~‘”

of Health and Humani Services, Richard®s’ Schweiker; Commissioner gf i

Food and Drugs, Arthur Hull Hayes, Jr. and Commissibner’of Patents™

.and Trademarks, Gerald J M0551nghoff "have done in® recent” specches

The leglslatlon has recelved edltorlal ‘endorsenent’ From"a’ “large’~t
number of newspapers Here in’ the United States 1nc1ud1ng the New:York:
. Times, Washanton Post ‘and ‘the Chlcago Tribue, " These  editorials are 7

considered strong endorsement’ of & pollcy'of“pateﬁterrm reéstoration: i

and ‘should have considerable ‘influencé on “mémbérs’ of Congress.

We are, of course, ‘very hopeful that ‘the ‘Strong ‘Support patent

" term restoration legislation ﬁas'reoeired will result ‘in “its ‘enactment’ -

into 1aw by ‘favorable action by ‘the’ House ‘of ‘Representatives and:

Pres1dent Reagan s assent

There are several spec1f1c issues with respect’to-thé legislation:

whith"are°reCeiving“serious Consideration’in thée course of its ¢énsid- 1

eration by the House of Representatives.
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The 1eg151at10n 1ntroduced in the last Congress contemplated .
extension of the patent term for products subject to premarketlng
regulatory rev1ew by the Food and Drug Admlnlstratlon and the

_mEnv1ronmental Pr tectlonm”

o

gengcy.. The 1eglslat10n yas thus 11m1ted o

to chemlcals subject to the Federal Insect1c1de,nrung1c1de Vand)
Rodent1c1de Act 1947 ("FIPRA”) and to the T0x1c Substances Control

Act, 1976, and to chem1ca15 whlch were the actlve 1ngred1ents in ‘v'j
pharmaceutlcals, medlcal dev1ces and other products subject to the-ii o
Food and Drug Laws. . S. 255 and H.R, 1937 added to the scope, of produtts _;
for whi;hgpqtent“tgrm_regtq:at;on,you@d be%gppllgab;e%to apy_qtheerF_ww;

product subject tq_prematketihggregglatpry4review,w It is important

to note, however, that in his introductien of such legislation,.

Congressman Kastenmeier made. the following remarks:

"..This yeaT a new provisién has’ been added®ati-- ="
..-section 155(c) (4) (D) to. cover.other products
"subject to Féderal premartketing Teview or "
. E notification, requirements, because a number o
o of people have expressed’ the concern that Federal’ EEEE
.. premarketing requirements have eroded the patent .
"1ife in less visible areas as well. ~Although T-
.take no position on its merits, I have included
“the additionhal: prov151on in the bill “in order to'
draw attention to the issue when we have our
hearings. Proponents of the broader coverage
....will be. invited-to make their .case during .our .
“hearings’, so that members of ‘the subcommittee '
can make an informed decision on the issue. ...

To date there Have been no examples of ‘such "other products’ brought =

forth:téithé{kdsténméiet subcommittee ‘and it is Yeasomableé to confems T

plate the elimination of provision (c)(4)}(D) on page 8 of H.R.1937

from the bill when it is enacted by the House of Representatives.

4
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A 5ecoﬁd"iSsue receiving consideration relates to the inclusion

in the leglslatlon of patents clalmlng processes “for maklng products““ﬁ*:

'subject to premarketlng regulatory rev1ew - Representatlves from
the recomblnant DNA genetlc englneerlng flrms have testified to a”
need for the 1nc1us1on of thelr process patents.' They have argued
. with cons1derab1e merlt that a rullng by the Unlted States “Food -

~and Drug Admlnlstratlon that a product even if’ heretofore approved

for marketlng is to be made us1ng recomb1nant DNA technlques,'the*'“*"ﬁ” 

product so made will requlre ‘a’ complete new drug appllcatlon
approval Thus, the product w111 be subject to premarketlng delaysf“
- of the same nature as those now suffered by any ‘new chemical’ entlty

found to have'@hafmaééu£i¢51’ﬁtiiityi“””*‘”

A third issue under current discussion is the questionof ™"~ i =

the applicability.of. the patent. term:restoration legislation to

products already uhaéfgai@g;fj*‘

and-to products. heretofore:epiroﬂe&:by;thE'.eéﬁiﬁﬁ?f?jéﬁéﬁCY.i

One must recognlze that the 1eg151at1 : ounﬁed”oﬁTthe

that the assurance-of_adequate pa;ent term for products SUbJeCt to

premarketing regu;atoryﬁrevref[oeleyiwr;;fprgv“ e;en 1nceutrve to

~ innovation in the affected fields. I ‘testimony
received by theé congréssional committees that Such 4 spur to'”

innovation.will occur. It is .also clear, however, that the flow of .

funds .to .innovators from such patent term restoration will not occur. = .
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othe earllest-

until the perlod of patent 11fe actually restored For pharmaceu-.

ticals, on the baszs of average St&tlSthS in hand the result w111'

1

be cash flow from such extended patent 11fe only in the 1990 's at

W;A £ rese . h int i i "t

resentat'

in his testlmony to Congressman Kastenmeler s subcommlttee suggested

that serlous con51derat10n be olven to the exten51on of patents Stlll‘ﬁ:
pendlng whlch cover products approved 1n recent years by the FDA and o
EPA. He po1nted out that such products have been shown to have;"lmlr
suffered significant loss of patent life from regulatory delay prlor-

to their approval. It is clear that one must consider the need to
permit research planning for competition with a patented product on
patent expiration. One may then conclude, perhaps, that patents
expiring in the near future should not be subject to such extension.
However, it makes sense to seriously consider this suggéstion of
applicability of the benefits to innovation in the legislation to
products approved in recent years where the loss of patent life.

has been so forcefully demonstrated.

I am certain that you will hear more about these issues as the
legislation progresses in the House of Representatives over the next
months. I am equally certain that the competence of the members of 
the Kastehimeier subcommitles will permit them to rcsclve these issues
in a manner which provides to the public the proper balance between
incentives for innovation and appropriate competition on products

where patent rights expire.
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As I p01nted out in the earlrer paper,)therproblem of theT
loss of patent 11fe due to regulatory rev1eo is a problem 1n both
our countrles.  It 15 to be hoped that the example of the Unlted
'States recognlzlng the deterrent to 1nnovat10n that premarketlng
regulatory review causes may spur other governments to ConSIder
51m11ar leglslatlon If you, our Japanese colleagues, have 1nterest o

in such leglslatlon, we are, of course, prepared to prov1de any help.

you may d351re.
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ATTACIHNMENT A

June 16, 1981

"The Patent Term Restoration Act of 1981"

.....to-sponsors of S. 235 -

Senators:

" Nupn T
Hatfield
Symms '
JDanforth
Baker
Lugar
e *eHeflin,
Towelaxalt '
o **0enton . . ., (R-/
) Randoiph _
Hudd]eston

**Mathias
**Thurmond
**R. Byrd
**Deloncini
Percy
**Hatch
Hollings
**Simpson
Inouye
Williams -
Schmitt

[
]

RS ZOO0E

- **Grassley (R-TA)
**Eagt (R-NC)

© **Bjden {D-DE}
Tsongas - {D-MA)

.. . Baucus (D-MT)

WO D IERD DD
TBEREVNCHDBEWMI

FE e O A MeE O B
e e R bt o O 3.

Co;;gpnéors of H.R. 1937

Representatives:

*Fish
- Hiler i
s e ghesiis

[}
o R o e O

*astenmeier (D-
*Sawyer {R-¥
*Brooks {D-T
Mazzol i {0~
*Railsback (R-
*Butler (R-
Florio {D-
Scheuer v D=
(D-
(R-
{D-
(D=
(D=
{p-
{D-
(D

. ,*Hyde . .
s PeopdRwi ek T s
Rinalde
o Guarindo oo
Roukema
... :Hollenbeck:
*Glickman
oo Nowak. o
“Adddbboc ¢ Y
Wolpe
Peyser

Hittis®
rJohnston
Mollohan

{R=NY)
(R-IN)
{0-NJ)
... .denkins: {D-GA)
{R-IN) -
(R-NC)
{D-WY)

- Gramm
Madigan
Luken
Levitas

*5, Hall

*8. L. Evans
Santini

t*banielson

LG ar<max

I 2k O o T e g e

[

c12:53—ig:c:kq—iz:::c:harc-izzi:

T = e
¥
I EER

_ T

¢ T B O 70 €9 70 33 0.0 R0k

. *House Judiciary Co-sponsors
**Senate Judiciary Co-sponsors

+Unoffc‘iaﬂy on the bill
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O ATTACHMENT B

15T SESSION . 2 5

To amend the patent law to restore the term of the patent grant for the period of
time... that.;nonpatent regu]atory requirements prevent the merketing. of a
patented roduct. : s

N THZE SENATE OF THE UNI ED STATES

JANUARY 27 (]eglslauve day, Ja 5), 1981

Mr. MaTH1AS (for himself, Mr.-RoserT C.. Bnm, THURMOKD, Mr.' PERC\
and Mr. DECONCINY) introduced the follovnng bill; which was read tiice and
referred to. the Committee on the Judiciary

A BILL

To amend the patent la- ;

to Testore the ter m. L of the pat t. grant
for | the period of tlme that nonpatent regulatory requlre—

ments prevent the marketmg of a: patented product A

fouse of Representa-

7 'fbled,

1 Be it enacted by the Senale‘ 7id:

tives of the Umted States of Ame ca in C'ongress a,s

That this Act may

; mted as the “P tent Term Restoratlon

Act of 19817,

SECTION 1. E'l‘itié 35 of the Unité:&-'jStates Co"dé, érititled

“Patents” is amended by adding the following new section

-immphmw

“ifitmiédiately dfter section 154y~

“or2-
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=,,penod shall be extended b}' the a,mount of

2

..3“§1 3; Restoration of patent term .. Gt et

“(a)(1) Except as provided in paragraph (2) the term of

.a patent which encompasses within its. scope & product, or 2 .

ethod for usmg aproduct, subject__to B regulator;, rewe\\

regulatory review, period for such product.or rnethod d—
. 4).the_owner. of record of the. patent gives

notice to.the Commission.in compliance with the provi-

- slons of. Subsectlon (b)(l

L(B). the, product or. method has been. sub;ected 10

. :;.,_-:a.=;_;ggulator}z_ review, period pursuant to-statute or regu-.
.. lation prior to its commercial marketing or;use; and .
- «7(C).the patent to be, exiended has not expired
_prior to notice: to the Commissioner under, subsection

i (b)(}‘)' Coae s adlron

~The rights derived from any. claim or.claims, of -any: patent so

~extended shall be limited in scope.during, the period of any

extgnsion to the.product or method subject to the regulatory

: Teview period and to the.statutory. use for which. regulatory

review was reqmrnd

~42).In no- event. shall. the. term .of any. patent be ex-

‘ _--_:-..tende;d‘rf@r more than SeVen years: ...l . .

-7 (0)(1), Within. ninety. days.after termination of & regula-
tory review period, the.owner: of record of .the. patent shall

notify the Commissioner:.under. .oath.that the: regulatory
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'16'*'(1), the Commissioner shall promptly'(A) piiblish the informa-

1

18 ‘mark Office, and (B) issue to the owner of rebord of the

195

20
21
292

(Yo

3
review penod has ended. Such notification shail'be in wntmg
and shall e .
S aR) 1dent1fy ‘the Federal ‘statute’ or’ regulatlon
" “unider which regulatory review ocedrred; T
' “(B) state the ‘dates ‘on’ which” the regu]ator_y
 review ‘period’ commenced and ended:” |
”(C) identify"'the'product ‘and the statutory use f0:r
T yhich repulatéry review was Fequired;” <0 |
- (D) state that the regilatory review Feferred to
*'in’subséction (8)(1)(B) has been satisfied; and
(B} identify the ¢laim or ‘élaiins “of ‘the ‘patent fo
- wihich ‘the’ extension is ‘applicable “and ‘the length of
“time of ‘the regulatory review ‘period for which the
‘term of such’ patent is'to be extended.

“(2) Upon receipt of the notice required by’ paragraph

tioii noticed in the Official Gazetie of the Patent and Trade-

patent a certificate of exterision, under ‘seal; Stating’the fact

and length of the extension and identifying the product snd

“the statutory use ‘and the’ claim or' ¢laims to which such éx-

tension is applicable. Such certificate shall be :‘ébé’x‘déd’iin the
official file of éach patent extendad and ‘such certificate shall

be ‘considered a3 part of the ofiginal patént. v i

440y A§'used i this sectiofis'”
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1), The erm product or & method for using 2

product means any machine,, manufa,ctu:e composmon
N of matter or any speclﬁe method of Juse thereof for

ich Umted tates Letters Patent can be granted and S

S mcludes the fO]]O'W'lIlg 01' any specxﬁc thhOd Of IISB

thereof:

" _"..‘(A),,h, any . new . drug, _q_{l'gi'bi‘otic drug, new

.animal drug, device, food additive, or color addi-
. tive, s,u_‘b}ec_t‘to r;egul‘atio.n,;und_e;-tihg Federal Food,

... Drug,. and Cosmenc Act

(B) ‘any, human_or vetermar) blological.'

;pr_oducp subject, to r@gnlﬁs@lan under section 351 of
. the, Public Health Service Act or under the virus,
;- Serum, toxin, and: anaiogoué prodﬁ;:ts proﬁsions-gj{:
15, . ..o
16. Smiing

Vthe Act of Congress of. March 4,1913;

“(C) any. . Dpesticide sub}ect to regulatmn

_ :under the,1*'fv?,deraatl,Insectundc__,E Fungicide, and Ro-

... denticide Act; and,

(D) any.chemical substance or mixture sub-

.ject to. regulation under :the: Toxic Substances

Control Aet. . .

(2) The. term_‘major health or environmental ef-

fects test’ means. an. experiment to determine or evalu-

ate health or environmental effects which requires at
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T lest six mont.hs to conduct ‘not mc]udmg any penod

“for analys:s or ‘conclusions.

“(3) The term ‘statutory use’ means-all uses regut

b ':"lﬁ.iéd':uhdér 'i:hé”{st'éjﬁitesl iﬁéﬁiﬁiéﬂ 'in'sébtf'ohs (c)(4)

product involved.
“(4) The term regulatory réview penod means—
“(A) with respect to°a food” addltwe, color

product, device, new" drug,” antibiotic drug, or

" humar biological product, ‘a ‘period commencing’
“on'the earlicstiof the date the patentee, his as-:

“signee; or his licensee (i) inifiated a major health

“* or environitiental effécts ‘test on"stich product or a

- 'Ir'fe:!;hf)d"j for :jﬁszi'ng‘ such "'"'pi'dduc't "'“(ii)‘-';claims an ei-?

____

: "';prepa,re an- experlmental product--w:th respect to

such product or a method fb.r'ﬁ's'i'ng such product
" “undler ‘the Federal Food, Drug, and Cosmetic Act;
~ "“the Public Health Service Act; or the Act of Con-

gress of March 4, 19183, or (iif) submits an appli-

“““cation or petition with Tespect to such produet or

% method for ising suéh product under such stats

petition with respect to such product or a method

it

1
|
% .
|
|

| dtes, ‘and ‘ending on'the ‘date such ‘applicationor L
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. for. .using . such product is- approved or licensed

~under such statutes or, if objections are filed to

...-.such approval or Jicense, ending on the date such

o018y, penmtted 0T, .. 1f commerc:a.l‘ marketmg is .

ob]ectmns arerresolved and: commerclal ma,rketmg

 initially, permitted and later revoked pending fur-

...ther .proceedings. as.a. result, of such objections,

-ending.on the date: such proceedings are finally

.+ Tesolved; and. commercial marketing is permitted;

oo (B) - with, respect to..a -pesticide, a period

..-commencing :.on the earliest of the date the

. patentee, his assignee, or his;licensee (i) initiates

& major health or environmental effects test on

- such, pesticide, . the .data from which is submitted

;. in, a. request for. registration of such pesticide

- under.section 3 of the Federal Insecticide, Fungi-

- cide; and.Rodenticide Act, {ii) requests the grant

+-of an experimental use permit under section 5. of

such Act, or (iii) submits an application for regis-

- .4ration of such pesticide pursuant to section 3.of

- such Act, and ending on the date such pesticide:is

- ..first, registered, either. conditionally or fully;

5 HC), with.respeet .to a chemical substance .or

mixture for which. notification is required under
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' ‘section * 5(x) “of “the Toxic:"Substances Control

sy ‘which'is subjéct to a‘rule requiring

7"testing* under  section’ 4(a) “of 'such Aect, a

 period’ coni'xhenéing'-biif the’ 'dgfé5 the patentee,
“lis dssignee; of his'licenses has initiated the
~ Vtesting: réquired‘iffh?':SUbh'i ‘tule and ending on
g 'wex:ijira;tidﬁ"of the premanufacture notifica-
““tion" period “for” such” chemical substance or
& 'mixtiire, o' if ‘an’ order ok injunction is issued
* under section 5le) ©r5(0) of ‘such Act, the

“-"'date on which such-order or injunction is dis-

© #'solved or set aside; v i

T E'\7:.'}'1i5c"h—1i§£"ri'0‘1:;'3"'.'311‘15]"("3(':t to a testing -
“ fule’ uhder” section 4 "of such’Act, a period
“7 cotnmencing ‘ori’ the “eatlier 6f the date the
- ‘patentee, his assignee; or his Toensee~—

: “(I)submlts 2 “‘premanufacture

f =UO(TT) initiatés ‘a”viajor health or en-
' vironmental - effects tést on such sub-
i stanice, ‘the data from “which is includéd

‘i the prémanufacture notice for sich

substance,”

318~




8
1 a.ndendmg on the expiration of the premanufac-
2 ture notification period for such substance or if an
-3 order or injunction is issued under section 5(e) or
4 . 5(D 9,f, Su_Ch ACt’the d&te . Pn “,hICh SUCh Order Ot N P
6 “(D) wnh respect to any other product or
.71: ._ method of usmg 8 product that has. been sub]ected
8 to Federal premarketing regulatory review, a
9 . period commencing onthe date when the pat-
10 : entee, _hlS a551gnee or h.lS hcensee mltlates actions
11 pursuant to. a. Federal. statute or regulatmn to
12 qbpe.ln_‘ s_l\;c_h: ; ;epew'_pn.or 1o’ t_he_'_;p;tl_el'_'comm'ercml
13- marketing in interstate commerce of such product
14 and eddjné on the date when such review is
15 completed ;
) 16 _except that the regulator} rewev. penod shal] not be deemed
17 - to have commenced. until a.patent has: been granted for the
18 product or the method of use ‘of such’ produict subject o the
19 regdla‘tory review period: In the event the regulatory review
20 period-has: commenced prior to the-effective date-of this sec-
2% wt_ion-,é"t‘hen the period of patent ‘extension for such ‘product or a
22 method of using such product shall be measured from:the
99

“effective date of this séction:’s ¢ <
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ATTACHMENT C

th'ru (O\URI',H% ‘
18T RESSION - 1 937

Tu amg m‘l tlw patemt lnu 10 restore 111(' terin 0[ 1]1< paten: grant for the perid o!
i that nonjritent “reulatory Trequirenients | prevent: the nurketing ol
patented produet,

N TH HO'L SE OF REPRESE\T&TIYL.

I'EBHI ARY TaitpuR

oM RasTessir dor imselt, and Mr. '\A\HLIH introdugerd_ the {ollonving ln
whieh was referred ta the ommitter on the Fudul 153 ‘

A BILL

To amend the patent Ia\\ to restore the terin of lh(‘ patem gram
-+ +for"the period: of tinve: ‘that nonpatent sregulatorye require-
<ments prevent the marketing of a patented.product.. . .

woles e nBe it -enucted: by the: Senate and - House of :‘Represertu-
2 tibes of the United::States. of America in. Congressiassembled,

‘That-this Act:may: be cited-as the “Patent Term:Restoration

":'Ac'tl of 1981 - s e

Y

(41

SecTiON 1. Title 35 of the:United States Code; entitied

-1

immediately after section 154:

—280—

6 “Patents’” is amended by adding the following new section

|




S

H
i

9

e

10

11

._method for usmg 2. product, sub'

L-,'tended for more than.seven years:

2.

: 8153, Restoration of patent term RO S T

“{a)(1) Except as provided in paragraph (’) the term of '

‘a patent which .encompasses mthm its scope a product ora-.

0a regulat Iy reue\\

:.penod shall be extended by the amount of ume equa] to the o

regulatory review period for such, _plljp‘_d:uqt or :mg_thgd if—
oo t(A) the owner of record _of .the. patent gives
notice to the Commlssmner m CQ‘T}P}}%“??; j_.:\:'::tb the pro-
... visions -of suhsggglon b)) : ‘
- *(B) the, product or method has been subjected 10
. ;__.,_:.a‘_;rgg‘t‘lla_tpr.}‘_'_,;{ey‘lgg‘,' period .pursuant fo statute or regu:
.lation prior.to its commerma] ‘marketing or use: and
(S lhe Patent to, be. extended bas_not e\pm»d
prior to netice to. the Gommissioner, under, subsection

- (1),

. -The rights: dern ed, from any. claim or. clalms ofany - patent 0

7..extended shall be limited in scope during the period of any
extension to the product or method:subjeet to.the regulatory
.'rgvi{g}v._; period.and :t0; thg‘_, statutory use for, which regulatory

-:I'E\’le\\ was required.. -

.(b)(1) Within ninety.days. ai‘ter termmat:on of a. regu!a»
tory review period, the,owner of record of the patent shal

notify the Commissioner. under..oath that the. regulatory

H.R 1937=ih
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|

3 -
1 review perlod has ended. Such notification shall be i in’ “ntmg
"2 sid shall: | .
g Ry 1dennf\ the Federal statute” or regulatlon
4 o under which regulator_\ review ocetrred; -

© “(B) "state’ the 'dates "on'which® the - régulatory

U.

6  review period commeiced and ended; i

s ""(C} i’den:tifi'"'ihe';prodii'c”f and 'thé “"st"atutor_v use for

SR

9 “(D) state that thé"‘régtilé'mr}"" review ‘referred to

10 in subsection (a)(1)(B) has been ‘satisfied: and

11 AE) identilv the elaim ‘or ‘claiis of ke patent to

12 %7 “ihich the” ‘ésa"z-énsidﬁ"-i's-*apj;ncébl‘e* and ‘the” length ‘of
13 “time “of 1he regulator\ review penod for which the
14 7 termm of such patent is to be extended. |
15 *(2) Upon receipt of the notice required 5'b'i"':-"pa.re.grz(jah
167 (1), the Commissioner shall prompth (A) pubhsh ‘the informa-
‘17 ‘tion noticed in the Offlcxal Gazétte of the ‘Patent and Trade-
18 “mark Office, an_d"(B)"l'ssu'e to ‘the “oWwner of tecord “of the
19 " paitbnt & ‘cértificate of ‘extension, uider seal, stating the fact
20 and length of the extension and identifying the product and
21 the statutory use and the claim or claims to which such ex-
22 tension is applicable. Such certificate shall be fecorded in f'tﬁg

' 23 Efﬁc-‘iél ' file "df'éééh "iiﬁ.iéritf é;itéﬁdé&’ and such certificate shall

25 TU6e) As used inthis Seetion:”

e e
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4
“(1) The term product or a method fnr using a

product means any machme manufacture composmon

) of matter or any spec:flc method of use thereof for

v.hxch Dmted States Letters Patent can be granted and o

fard

_ mcludes the fol]omng or any spec_

melhod of use_
thereof . B |
(A) any new drug. ‘ anubmt:c drug new

. Uamma] drug deuce food ad&mxe or color addl-

.“urlitue subject to regu]atlon under the }edera] }-ood -
‘;Drug and Cosmetlc Act “ _ . “

‘. k“(B) any human or vetesmar\ biologi:e;!

4. ._ :product Sub]ect to reg-ulauon under section 301 of
.'lthe Pubhc Health Sernce Act or under the \1ru°

V_QVserum toxm and analogous products prons;ons 0!'
“lthe Act of Congress of March 4 1.)13 h

“(C} am pestlclde subject to regulanon

-_under the Federal lnsectlc:de Funglmde and Ro-
'_‘dennmde Act and L ' h
” “(D) any chemlcal substance or mixture sub-

__..}ect to regu]atmn under the lomc bubstances

”_:_“_Control Act |

) “(2) The term ma_}or heahh or envlronmental ef—

L fects test means an expenment to determme or ev alu- '

ate health or envn-onmental effects “hlch requzres at

HR 1907wk
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_‘o

1:' ieast six months to conduct not mcludmg any pertod
9 ‘l .m‘for anal\ sis or conclus1ons o '
_. 34 o “(3) The term statutor\ use means all uses regu-
4 ‘:lated under the statutes 1dentrfled in sect:ons (c)(4) o
5 | (A) (l)) for “hxch regulator\ review occurred for thc T
6 rproduct involv ed '
T ‘. “(4) The term regulator\ reucu period’ means-—
S ; -_ : “(A) mth respect 10 a “food additive, color
9 addune, new ammal drug, veterman bxoioglcal
10 : product, deuce " new drug, antibiotic drug, or
11 o :humau brologrcal product al penod commencmg
12 B on thc earllest of the date ‘the patentee his as-
1‘3 o sugnec or hxs hcensee (1) mxtmted a major heaith
E'i-i .:or cn\lronmcntal effects’ test on such product or a
15 .'method for usmg such product i) claims an ex-
16 N ' emptron for mvestlgatlon or requests authorm to
17 :f...‘-prepare an cxpenmenta] product ‘with respect to
18 such product or a method for usmg such product
19 .{_.:undcr the Federal Food Drug, arld Cosmetic Act
20 h " the 1 Pubhc Hcalth Semce Act, or r the Act of Con-
21 ~ gress of March 4, 1913 or (m) submlts an appll-
99 ': catlon or petmon with respcct to such product or

Ta method for usmg such product under such stat-

';'*utes and endmg o the date such apphcatxon )

25 petition with respect to such product or a method

HA ¥997—ib .
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11

13
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19

12

“21
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24
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" for 'using $uch prodict ‘is approved or licensed

under such statutes or, if objections are filed:to

“such approval or license, ending on the date such

" is’ “permitted” “or, ‘if ~'commercial marketing < is

*initially permitted and- later' revoked pending fur-

“‘ther proceedings as a result” of such objectiois,

“‘ending onthe 'date ‘such proceedings are finallv

resolved and’ commercial marketing is permitted:

“(B) with- respect to”d’ pesticide, ‘a period

' commencing -‘on “the “eatliest of the date tlie

““‘patentee; his assignee, ‘or his licensee (i) initiates

BTN

a major hedlth or ervironmental effects test”on

" siuch pesticide; ‘the’ ddta from which is submitted

in-a 5re(}'uest:"fbr regi'strﬁiiOH of such pesticide

“under section 3°of the Federal Insecticide, Fungi-

“icide, ‘and Rodenticide ‘Act; () requests the grant

PR e

“of an ‘experimental use permit under section 5 of

such Act, or (iii) submits an application for rég‘is-

tration ‘of ‘such pesticide pursuant to section 3 of

~ “such*Act, and éﬁ‘ding on the date such pesticide is

LLLUE L)

first registered, ‘either conditionally or fully;
) with respect to a chemical substance:or

mixture for which ‘notification is required under

285 —
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7

.section: 5(a) of . the.. Toxic. Substances Control
EES Act— o

wwowein () which s subject to & rule requiring

-+ -testing undersection. 4(a), of such Act, 2

1> period .commencing-on.the date the patentee,

his- assignee, or his. licensee: has initiated the

- testing required in.such rule and ending on

<1 the e;;p,iratio‘n;;.of-;f,t;he;.prexlpapgfjacture notifica-
- :tion period..for. such chemical substance or

'v-... mixture, or if an order or injunetion is issued

under..section; 3le). or .5(1) of such Act, the

0 dat_ellt:)._n “thh such order or, injunction is dis-
.- .solved.or.set.aside;, -

~oo oo (). which . 1s. not subject to a testing

crule.under section. 4 of such Act, a period

. commencing .on the. earlier of the date the

. ::patentee, his assignee, or his licensee-—

D) submits . premanufacture

notice, Oy s s

;.¢.."'(10) initiates a major health or en-

.. vironmental.effects test on such sub-

1. stance, the data from which is included
_ in_.._t;hq._:,prgman_ulfacture. notice for such

sl.\bstance, Y
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11

13
14
15
16
17
18

19

20
21
22
23

and’ 4‘énding on the expiration of the premanufac-
ture notification penod for such substance or if an
order or m}uncnon is 1scued under section ole) or”

(

such m]unctlon is dISSO]\Bd )T

)

“D) with respect to any other prbduc:' or

method of using a-product that has been subjected

to Federal premarketing regulatory  review, a

perlod commencmg on -the date when the pat-

entee, hxs a551gnee or hls lncensee initiates actions

pursuant to a Federal statute or regulation to

obtain such review prior to the initial commercial

marketing in interstate commerce of such product

and ending on the date when such review is |
completed,

except that the regulatorv review period shall not be deemed

to have commenced until-a patent has been granted for the

product or the method of uée of such product subject to the

regiilatory review period. In.the event:the regulatory review

period has commenced prior to the effective date of this sec-
tion, then the period of patént extension for such produet or a
method of using such product shall be measured from the

effective date of this section.”.

O

HR 1937=ih
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épeaker: William T, McClain
« .+ . ..  Standard Oil Company

DELAY I FILIG A .S, PATENT IPPLICATION -
0 HOW LONG IS T0O LONG?

- BY S

S A ‘»\‘ ' T [ MCCLAIN
- STANDARD- OLL COMPAMY

o PRESENTED CF e
R

= THE PACIFIC INDUSTRIAL PROGPERTY MSSOCIATION

et TWELETH CONGRESS. v il bt
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DELAY IN FILING A U.S. PATENT APPLICATION --
 HOH LOYG 1S TOD LONG?

WHERE“TWO‘fNﬁEPENDENT”INVENTbhé F1LE PATENT APPLICATIONS ©
CLAIMING THE SAME INVENTION, WHICH ONE 1S~ ENTITLED T0 THE “PATENT?

“The UNITED STATES WAS RETAINED THE FIRST T6 TRVENT CONGERT, T =777 77

WHILE ALL OTHER COUNTRIES, WITH THE EXCEPTION 0f CANADA AND-THE ™
PHILLIPINES, EMPLOY THE FIRST TO FILE CONCEPT, [N THE UNITED @ 9t

STATES, SIACE'THE2183E'PATEET:ACT;TIT7HAS’BEEN*ESTAEETSHEﬁﬂévfff“*ﬂfﬁﬁ
STATUTE THAT THE FIRST INVENTOR IS ENTITLED TO THE PATENT, WHILE

IN MOST OTHER COUNTRIES, THE LAWS PROVIDE THAT THE' FIRST" APPLICANT

TO FILE AN APPLICATION IN' THE PATENT OFFICE I's ENTITLED To THE %1%
PATENT, ~ RECENT DECISIONS BY THE UNITED STATES CoURT OF CusToms ™

AND PATENT APPEALs AND THE PT0 BoarD oF INTERFERENCES; RELYING ~
UPON PUBLIC "POLTCEY FAVORING® EARLY ‘PUBLIC DISCLOSURE, “ARE EFFECTIVELY -
DIRECTING THE UNITED STATES TO A EIRST TO "FTLE "SYSTEM, AND THE'K ~—~©:°

HISTORICAL FIRST TO {NVENT 'SYSTEM' MAY “BE FADING. B

35 USC SecTion. 135 PROVIDES. THAT. THE PATENT AND TRADEMARK. . ...

TEA

OFF1CE- (PTO) MAY.DECLARE AN INTERFERENCE. BETWEEN. APPLICANTS, OR. .. ..

AN APPLICANT:AND:A.PATENTEE, WHERE MORE. THAN ONE. INVENTOR. IS . . ..
CLAIMING. THE- SAME- INVENTION, - WHEN AN, INTERFERENCE IS, DECLARED THE
PTO DETERMINES PRIURITY. OF INVENTION AND AWARDS. PRIORITY TO. AN
INVENTOR: IN:ACCORDANCE. WITH, ESTABLISHED PROCEDURES.. THE PTO . .
DECISION IS SUBJECT. TO APPEAL TO THE UNITED STATES.COURT .OF, CUSTOMS

\,-__AI\ID,-.;_P-ATE_I_\I.T;}\P‘I?E;-\I_;s‘(C‘CPA_)_-‘_OR"-/_‘-\-:_U,;N,JI--T,‘_I_E-_D,_§§__TAT_E§_;.];.I..S:T:R_.II;V.T}..‘:‘(;;_IIIIIIT!..,5_5_M___;_:._&.,E
PURSUANT TO 35 USCHSECTIQNSalﬁlsANpngQn- T T ;Aj&ﬁﬁy-
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The 1836 PATENT ACT PROVIDED FOR INTERFERENCES BETWEEN
PATENT APPLICANTS AND ESTABLISHED THAT.PRIORLTY OF INVENTION . ..
WAS TO BE. AWARDED TO.THE.FIRST APPLICANT TO REDUCE THE INVENTION

TO PRACTICE, - DILIGENCE FROM. THE TIME OF CONCEPTION UNTIL.THE.
PRIORITY(OFgJNVENT]ON; THE REDUCTION TO PRACTICE COULD BE »s-;é—:::Lf
ACCOMPLISHED ACTUALLY,. BY THE, PERFECTION OF THE INVENTION, OR ‘_V"L.
CONSTRUCTIVELY, BY. FILING A- PATENT. APPLICATION. IN THE PATENT OFFICEE?;
SIMILAR STATUTORY -PROV.ISIONS HAVE BEEN, RETAINED. .IN. THE. UNITED STATEQY
_PATENT LAW TO THE PRESENT TIME, AND. THERE HAVE BEEN MANY DECISIONS :f:
- BY THE PTO AND THE .COURTS .INTERPRETING THE LAW WITH RESPECT T
WHO IS THE. FIRST INVENTOR. ... - | o . :

- N THE EARLY DAYS, THE COURTS,, GENERALLY CONSIDERED THAT THE
FIRST INVENTOR TO. CONCEIVE /AND REDUCE THE INVENTION TO PRACTICE e
WAS ENTITLED TO THE PATENT, . HowEVER, N MAE_N V HEEBuaﬂ 13 APP -
.D.C. 8 (D.C, CIR, 1898), THE CourT OF APPEALS OF THE DISTRICT OF

" COLUMBIA UPHELD AN AWARD OF PRIORITY IN AN INTERFERENCE TO HEPBURN ‘.
DESPITE MASB&*%E(THE JUNIOR PARTY) 'SHOWING OF PRIORITY; AS-T0 BOTH
comcePinNfEN53ﬁEbUtTIOﬁ”T63PﬁAtfité}7AééRbk1MATeu?*sEvEN3VEAR8537*3*
BEFORE FILING HIS PATENT APPLICATION. ‘EVIDENCE WAS PRESENTED'
ATTEMPTING T0''SHOW THAT MASON' HAD PURPOSELY CONCEALED THE INVENTTON-
UNTIL HE WAS SPURRED' INTO'FILING BY THE ‘ISSUANCE OF THE HEPBURN ™ -
PATENT., THE RATIONALE FOR THIS HOLDING WAS THAT A"SUBSEQUENT =~
INVEN&bR‘Who'ﬁitféENfLYVPURSUEbfPRotUhEMENT'OF'ATPA%éNf-iﬂfGOOD-w"'

FAITH SHOULD BE ENTITLED TO THE PATENTEAS AGAINST ONE WHO DELIBERATELY

CONCEALED KNOWLEDGE OF THE INVENTION FROM “THE PUBLIC.
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THe 1952 Un1TeD STATES Patent AcT copifieD THE Mason v.

HEPBURN DOCTRINE ‘BY INCLUDING' [N THE PATENT:STATUTE -102¢g) ~:
WHICH PRESENTLY: PROVIDESY ' .

, A PERSON SHALL BE ENTITLED TO A PATENT UNLESS == i: o iy

BEFORE THE APPLICANT S INVENTION THEREOF THE

INVENTION WAS. MADE. .IN. FHIS . COUNTRY BY ANOTHER
WHO HAD. NOT, ABANDONED,.. SUPPRESSED, -OR.. CONCEALED

1T, IN DETERMINING PRIORITY OF . INVENTION THERE

SHALL BE CONSIDERED NOT ONLY .THE.RESPECTIVE DATESJ%WIJTWN;
OF CONCEPTION AND REDUCTION TO PRACTICE OF THE

INVENTION, BUT ALSO THE REASONABLE DILIGENCE OF fongTT AR
WHO WAS FIRST TO CONCEIVE ‘AND (AST TO REDUCE TQ" "'~ 7

PRACTICE, FROM A TIME PRIOR 0 CONCEPTION BY THE o

OTHER. =

ForR A TIME AFTER- THE. 1952 DATENT ACT THE, COURTS REQUIRED . A
SHOWING OF A DELIBERATE CONCEALMENT, INCONSISTENT WLTH AN INTENT
ULTIMATELY TO FILE A PATENT APPLICATION WITHIN A REASONABLE TIME,
IN ORDER EBE‘ES'USC IDZTG):fE:DE#hrﬁéiANEAcTUhL’ﬁéfEh*&NVéﬁbeFOF
IS RIGHT TO A° PATENT. SEE Dﬁugx Vi LAHIQN; 3“7F 2D 629 1&6 HNZA
187 (CCPA 1965)"  « 7 &

BeGINNING ABOUT 1966, THE CCPA‘thﬁé‘fﬁ’IhE'Vwaf?ﬁﬁff”iN“

AN INTERFERENCE SITUATION, THERE CAN BE AN INFERENCE OF INTENT

7 TO ABANDCON, SUPPRESS OR CONCEAL WHERE THERE 1S MERELY A SIGNIFICANT
ﬁ?:rfﬁ;- DELAY BETWEEN REDUCTION TO PRACTICE AND FILING WITH NO ACTIVITY

~291-
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ON THE PART OF A’ FIRST INVENTOR. THEN:IN YOUNG V. DWORKIN,: "
- 489 F, 1277, 180 USPQ 388 (CCPA 1974) THE CCPA CHARACTERIZED::
THE LAW AS FOLLOWS: -

"AS WE HAVE DONE BEFORE, WE EMPHASIZE HERE THAT

EACH CASE INVOLVING THE ISSUE OF SUPPRESSION OR™

CONCEALMEN14MUST”BE CONSIDERED ON 'ITS OWN PARTICULAR™" "

SET OF FACTS?“. VINSUCH” CONSIDERATION, TWO GUIDE- ©
POSTS HAVE BEEN FIRMLY ESTABLISHED. B

FIRST THE LENGTH OF TIME FROM REDUCTION. TO PRACTICE -
TO FILING AN.APPLICATION.FOR PATENT.IS NOT. DETERMINATIVE-

MeRE DELAYEwITHQUIHMORE_ISﬂNQT SUEEICIENT TO ESTABLISH
SUPPRESSION OR CONCEALMENT. . . HOWEVER, THE WARNING

"HAS BEEN SOUNDED THAT ONE WHO DELAYS IN FILING HIS
APPLICATION DOES SO AT THE PERIL OF A FINDING OF

'SUPPRESSION OR CONCEALMENT DUE TO CIRCUMSTANCES
iSURROUNDING THE DELAY. G AT

.SECOND, SPURRING INTO. FILING AN APPLICATION FOR PATENT e
~: BY. KNOWLEDGE OF ANOTHER'S ENTRY.INTO. THE FIELD (e, .G. BY

[SSUANCE OF A PATENT) IS NOT ESSENTIAL TO A FINDING OF
SUPPRESSION OR CONCEALMENT.” -

Z992-
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SUBSEQUENTLY,.IN:1976 THE COURT, .IN PEELER V. MILLER
535 F..2p.647, 190 USPQ 117 (CCPA 1976). HELD THAT THE JUNIOR ... . .. ...
PARTXA;MLLPERTaWA$-DEEMED:TO:HAVE:SUPRRESSEﬂvHISa%NYENTIQNTPNDERATf .
COMPLETED WORK. ON HIS. INVENTION. UNTIL HIS ASSIGNEE - EMPLOYER

_FILED THE PATENT APPLICATION. -

- IN SHINDELAR v, HOLDEMAN,. Fu _29,.5,______,, 207 USPQ 112
(CCPA 1980) THE CCPA HELD THAT, WHILE -THE JUNIOR PARTY. SHINDELAR

HAD ACTUALLY: REDUCED THE INVENTION (OF -THE COUNT TO PRACTICE PRIOR ...
TO THE ‘EARLIEST- DATE PROVEN BY HOLDEMAN ET AL..- SHINDELAR NAO, DYE ..
TO AN UNEXCUSED 29 MONTH DELAY IN FILING, SUPPRESSED OR CONCEALED

THE INVENTION wITHIN THE MEANING OF 35 USC lUZ(G) ANO THEREFORE

TO PRACTICE;LN JANOAR¥,1973.. HQNEVEB;ETHE:SHINDELAR=APEL4CAT;QN~zﬁf}
WAS NOT FILED UNTIL JUNE.11,-1975, APPROXIMATELY TWO‘YEARSPANDL;=O o
FIVE MONTHS LATER. HOLDEMAN ET AL. FILED THEIR APPLICATION ON .

June 9, 1975 AND RELIED SOLELY oN THEIR FILING OATE POR PRIORITY.

SHINDELAR MADE AN INVENTION DISCLOSURE TO HIS PATENT ATTORNEY |
"IN JANUARY 19/3 AND IT wAs DOCKETED IN ACCORDANCE wITH HIS EMPLOYER s
STANDARD PRACTICE. THERE NAs A DISCUSSION NITH THE PATENT ATTORNEY
AND A PRIOR ART PATENT SEARCH IN JANUARY 1974 No ADDITIONAL EVIDENCE
WAS INTRODUCED TO SHOW ACTIVITY ON BEHALF OF SHINDELAR PRIOR TO

HIS FILING OATE, NOR WAS THERE EVIDENCE OF ANY PATENT OR CONNERCIAL
ACTIVITY KNOWN TO SHINDELAR OR HIS ATTORNEY TO SPUR THEM TO PROCEED
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WITH THE APPLICATION PREPARATION AND FILING. HONEVER, IT WAS™

SHOWN THAT ‘SHINDELAR'S PATENT ATTORNEY WAS HEAVILY INVOLVED NITH R

'HIS PROSECUTION ‘DOCKET AND' LITIGATION MATTERS  AND THAT HE NORMALLY A

TOOK UP THE INVENTTON DISCLOSURES FOR FILING IN THE ORDER IN

WHICH THEY WERE RECEIVED. ~THUS, THE DELAY ‘TN FILING THE' SHINDELAR

APPLICATION WAS DUE TO THE ATTORNEY'S HEAVY WORKLOAD, ‘+%7+7 =7

IN SPITE OF ‘EYIDENCE- THAT; THROUGHOUT THE DELAY PERIOD,’ THERE
WAS ALWAYS AN INTENT TO - FILE THE "PATENT APPLICATION BY SHINDELAR A
AND HIS ATTORNEY, ‘THE COURT HELDJ “AS A'MATTER-OF LAW;“SHINDELAR-
HAD “SUPPRESSED “0R’ CONCEALED “THE INVENTION HITHIN THE" MEANTNG /OF -
35 USC102¢6), 7 wair En

CITinG HomWaTH V. LEE, 564 F. 207948, Igs lsPa 701 (CCPA 1677)
anD Youne v. Dworkih, 489 F .20 1277, 180°USPQ 388" (CCPA 1974), Tre
COURT EMPHASIZED THAT A’SUPPRESSION OR'CONCEALMENT'ISSUE HUST BE

CONSIDERED 'ON’ A" CASE*BY-CASE ‘BASTS 'AND THAT ‘EACH STFUATTON ‘MUSTAT" o7
BE CONSTDERED" ON TTS-CWN?PARTICUEARTEETfOFIEAéTﬁ# SRR SRR

REFERRING TO HQBHA*ﬂ v LEE THE CDURT STATED'

"SPEAKING FOR A UNANIMOUS COURT IN HQBHAIH V. LEE, CH[EF ':
JUDGE MARKEY NOTED THAT THE LINCHPIN OF THE PATENT SYSTEM:”“'T”
iPUBLIC DISCLOSURE =% % 1 FOSTERED BY THE '35 USC 102(6)
'T CODIFICATION OF EXISTING LAw (564 F 2D AT 950 195 USPU AT 703)” IA

CAND WENT ON TO STATE' S A fag

"HHEN AN INVENTOR ACTUALLY REDUCES To PRACTICE AN .

INVENTION:ﬁ ' THAT IF HE“WOULD“”

HAVE THE BENEFITS OF THE PATENT SYSTEM VIS A=VIS
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RIVAL INDEPENDENT INVENTORS HE MUST EILE WIS
APPLICATION FOR PATENT EEQMEILx'* ? f, THE THEORY :
IS NOT FORFEITURE; ESTOPPEL, O OTHER LEGAL RULE

IS THE SIMPLE. RULE THAT THE PROPERTY RIGHT SHALL ”j':: ;  k

RESIDE IN THE SECOND INVENTOR WHO DISCLOSED AND .

NOT IN THE FIRST INVENTOR WHO CONCEALED, I, E.Q THE
LAW PREFERS AND WILL REWARD EARLIER DISCLOSURE " il
OVER EARUiEﬁ“}NVENTTONQ*‘SEETRTCH;Tdz;ic0NCURRING

IN Youns Vi DWORKIN, 'SuPrA, (564 F. 200 aT 950, -

195 USPQ AT 704,  EMPHASTS ‘ADDED; )™

In SHlNDELﬂB THE COURT FURTHER STATED-”G“

"As THIS COURT HAS STATED REPEATEDLY, THOUGH THERE TS NG LAw
REQUIRING AN INVENTOR TG APBLY FOR A BATENT OR TO APPLY WITHIN
ANY PARTICULAR TIME, 'ONE-WHO:DELAYS: FILING:HIS APPLICATION. DOES SO
AT THE PERIL OF A:FINDING OF SUPPRESSION. OR CONCEALMENT DUE TO.THE

CIRCUMSTANCES SURROUNDINGTHE DELAY..:SEE, FOR.EXAMPLE, YOUNG V.
DwoRKIN, 489 F;.2p aT=1281,- 180 USPQ. AT 391;- AND. CASES: CITED:
THEREIN.

As 1s STATED IN PEELER V. MILLER, SUPRA NOTE 8: huniviivs
A DELAY (BETWEEN REDUCTION. TO PRACTICE AND FILING
OF. AN APPLICATION) MAY BE OF NO LEGAL CONSEQUENCE

ZQ(UNDER 35, USC. 102(r)) BECAUSE IT IS NOT LONG -
ENOUGH. OR THE DELAY MAY BE EXCUSED BY ACTIVITIES
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OF THE INVENTOR OR HIS ASSIGNEE DURING THE DELAY o
THERE MAY BE OTHER FACTORS, puT R

-H-*-!l-

'PERIOD,
THE UNREASONABLE LENGTH OF A DELAY mgi (EMPHASIS B
IN ORIGINAL) BE AMPLE CIRCUMSTANCE lﬂ_llggLE e
(EMPHASIS ADDED) TO FIND SUPPRESSION. (535 F 2D

AT 655, 190 USPQ AT 123 )" e

THE COURT REMARKED.AS FOLLOWS IN 551DD£LAR

“THUS, IN INTERFERENCE SITUATIONS INVOLVING: ANOTHER .

PARTY WHO WAS FIRST%TOJFLLEjAN*APELICATIONTWTTN}TﬁE_ﬁyg:
PT0, supPRESSION OR CONCEALMENT MAY BE FOUND WHEN & = .-
ONE IS NOT DISCLOSING OR'ACTING TO DISCLOSE THE
_INVENTION TO THE_ PUBLIC 0R TO THE PTD IN A PATENT ""'f;'ﬂq
APPLICATION WHERE THE FAILURE TO DISCLOSE IS UNEXCUSEDT ;E,,_..S

i Ih”bua?opiNioﬂjﬁTHEﬁde-YEAR?ANDuﬁlvvaONTH DELAY ¢
““FROM THE TIME THE INVENTION ‘WAS ACTUALLY REDUCED ~~
- TO-PRACTICE AND-AN INVENTION.DISCLOSURE RECEIVED'
BY DEERE'S PATENT ATTORNEY' AND:THE TIME DEERE FILED -©:
THE PATENT APPLICATION IS UNREASONABLY LONG IN AN
INTERFERENCE ‘WITH-A PARTY WHO FILED FIRST,”

THUS, THE COURT IN _S_H_I.ND_E_LA_B_ HELD THAT THE PATENT ATTORNEY 3
- WORKLOAD WILL NOT PRECLUDE A HOLDING oF UNREASONABLE DELAY; “NOR
WILL A SHOWING OF INTENT TO FILE - SOMEDAY - NEGATIVE A HOLDING

OF SUPPRESSION. o o ERR R RS PR

—2%6—




-
1
i
i

-9-.

THE COURT DID STATE THAT  eERI0D OF APeroxinATELY Thkee |

MONTHS COULD BE EXCUSED - SINCE THIS SEEMED A REASONABLE TIME
REQUIRED TO PREPARE A PATENT APPLICATION. HOWEVER; THE COURT

" CAUTIONED THAT ANY ATTENPT TO ESTABLISH ATRULE “THAT A CERTAINT* \
SPECIFIED LENGTH OF TIME IS PER SE UNREASONABLE {s CONTRARY 70

~ THE PREVIOUS HOLDINGS ‘OF THE "COURT. ERN

" ‘SUBSEQUENT TO THE SHINDELAE v, ‘HQLDEMAN et AL DECTSTON

THE PTO BOARD OF PATENT INTERFERENCES HELD N KLu_ V. LOOD (2/13/81)f
THAT A 26 MONTH ‘DELAY FROM REDUCTION To PRACTICE o FILING wAS "I*Nf

PRIMA FACIE UNREASONABLE AND RAISED AN INFERENCE OF INTENT TO
-SUPPRESS THE INVENTION. EVIDENCE OFFERED BY THE JUNIOR PARTY TO

OVERCOME THE INPERENCE wAs NOT CONVINCINO, PARTICULARLY IN THAT

THERE NAS 'NO SUPPORT FOR' THE CONTENTION THAT 1T TO0K 16 1/2 MONTHS {
FOR HIS ATTORNEY TO PREPARE THE PATENT APPLICATION. e

FRON THE ABOVE IT is CLEAR THAT' THE CCPA 15 DEMANDING QUICKER

ACTION ON THE PART OF INVENTORS ‘AND PATENT ATTORNEYS IN ORDER T0
AVOID OR OVERCOME AN INPERENCE oF SUPPRESSION OR CONCEALMENT UNDER

35 USC 102(6) IN AN INTERFERENCE SITUATION. AN UNEXPLAINED 26

MONTH DELAY IN FILING wAs HELD TO BE UNREASONABLE IN KLDE AND
- THE CCPA BY NAY OF DICTUN, HAS STATED THAT THREE MONTHS 15
ADEQUATE TIME FOR A PATENT ATTORNEY T0 PREPARE A PATENT APPLICATION;l

AFTER RECEIVING AN INVENTION DISCLOSURE.
“As NOTED ABOVE. 35 USC '102(6) BANS A PATENT WHERE BEFORE ThE”

APPLICANT S INVENTION THEREOF THE INVENTION NAS MADE [N IHIE CQUNIBY

i1

U UL L TSL I S B b

i

BY ANOTHER NHO HAD NOT ABANDONED, SUPPRESSED OR CONCEALED IT. B
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35 USC 119 PROVIDES THAT .CERTAIN .APPLICATIONS FIRST FILED IN A -
FOREIGN COUNTRY ARE ENTITLED, TO THE: BENEFIT OF THE EARLIER FILING
DATE IN THE FOREIGN COUNTRY. HowEVER, 35 USC 104 PROVIDES THAT .
AN APPLICANT FOR A PATENT. MAY NOT ESTABLISH A DATE OF INVENTION . .
IN PTO PROCEEDINGS BY REFERENCE TO ACTIVITIES IN A FOREIGN CDUNTRY, é
EXCEPT AS PROVIDED IN SEcTIon 119, THEREFORE, WHEN, AN._INVENTION . ‘:”
IS MADE ABROAD, WORK PERFORMED OUTSIDE THE. UNITED STATEs GENERALLY o
CANNOT BE (USED_FOR INTERFERENCE PURPOSES TO ESTABLISH A DATE .OF.
INVENTION, EARLIER THAN THE FOREIGN FILING DATE UNDER SECTION 119 .
_ THEREFORE, OUR JAPANESE FRIENDS, FOR THE MOST PART,‘NILL RELY UPON  !
THEIR PRIORITY DATE, UNDER THE PARIS CONVENTION.: NHILE 17 18 MAINLY:T
Un1TeD, STATEs INVENTORS wHo ARE AFFECTED BY THE ABOVE EVOLUTION IN ?;
THE LAw OF INTERFERENCES, ATTORNEYS FOR. JAPANESE COMPANIES MAY .
BECOME MORE CONCERNED WITH THIS. CHANrE IN THE LAW OF INTERFERENCES ;_
'DUE_TO. THE GROWING JAPANESE INVESTMENT IN THE UNITED STATEs._‘;; "
IN 1966 THE PRESIDENT s COMMISSION ON, THE PATENT SYSTEM. ”‘E y
.RECOMMENDED THAT. THE UNITED STATEs PATENT LAW BE CHANGED TO INSTITUTE
A FIRST TO FILE SYSTEM AND TO ABOLISH THE PRESENT ONE YEAR GRACE., -
PERIOD. THE COMMISSION S RECOMMENDATION HAS YET TO BE ENACTED INTO
LAW BY CHANGING THE STATUTE; BUT THE COURTS HAVE BEEN ACCOMPLISHENG
THE SAME THING BY INTERPRETATION OF, THE PRESENT STATUTE.l A NUMBER
OF UNITED STATES PATENT PRACTIONERS HAVE CRITICIZED BOTH. THE _ -
CommissIon’s . RECOMMENDAT ION AND THE RECENT COURT DECISIONS oN THE
BASIS THAT THERE WILL BE LESS DEVELOPED. INVENTIONS AND_LESS WELL .y

PREPARED PATENT APPVLICATIONS HOWEVER IT MAY BE ACCOMPLISHED; IT

© APPEARS THe UniTeD STATES 1S INDEED TRENDING TOWARD A”FTRST 70 FILE
SYSTEM.

~ -
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’”"‘OBV'I'O'USLY, TE THE 'COURTS"“MOVE To THE T REEWMO H

BASED UPON'THE:DICTA -IN: SHINDEIAR: V... HOLDEMAN, THE UNITED. =
STATES: MAY: BE ONLY. . THREE. MONTHS: AWAY ‘FROM A FIRST -T0 .FILE -SYSTEM:...
How Lone A ‘PER10D ‘FROM: REDUCTION  TO: PRACTICE TO~FILLNG-IS-TQO LONG? ..,

FORTH BY THE CCPA 1IN SHINDELAR, OR IF SUCH AN EXCUSABLE DELAY

. PERIOD IS FURTHER SHORTENED, THERE WILL BE MANY PRACTICAL PROBLEMS

WHICH WILL ARISE FOR INVENTORS AND PATENT.ATTORNEYS AND EXTENSIVE

REVISIONS WILL BE REQUIRED IN UNI ED STATES PATENT PRACTICE.

ADDITIONALLY, SUCH A RULING MIGHT WELL BE CONSIDERED INCONSISTENT

WITH THE ONE YEAR GRACE PERIOD PRESENTLY PERMITTED BY 35 USC 102(3)
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Fottdﬂiﬁé‘rﬂs'PREﬁARATion OF ‘THIS! PAPER, 1° CAME ACROSS iiit-
A RECENT DECISTON ‘BY THE DISTRICT COURT FOR“THE NORTHERN DISTRICT: "
OF INDIANA WHICH AFFIRMED A DECISION OF THE BOARD OF PATENT © 7. :
INTERFEKENCE§*H6LDtNG:THAT'fﬁ”**'i LT EWUR EVELSD BT onD v asun vl %;L;ﬂ
e To AMOUNT TO A LOSS OF RIGHT TO A PATENT
N FAVOR OF A LATTER INVENTOR, SUPPRESSION ”
OR CONCEALMENT MUST BE DELIBERATE OR INTEN-.

"i.TIONAL-.,_ HOWEVER; EXCESSIVE OR UNREASONABLE

5-_‘.. ‘,DELAY GiVES RISE TO AN INFERENCE OF INTENT .
TO SUPPRESS OR CONCEAL; AND THE BURDEN SHIFTS
TO THE FIRST INVENTOR TO. EXPLAIN THE DELAY

BY SHOWING THAT THERE WAS NO INTENT TO
SUPPRESS OR CONCEAL, DELAY MAY BE EXCUSED
BY ACTIVITIES OF THE INVENTOR OR HIS
ASSIGNEE DURING THE DELAY PERIOD. ACTIVITY
DIRECTED TOWARD PERFECTING AN INVENTION
JUSTIFIES DELAY IN FILING A PATENT APPLICA-
TioN.” PrIHer S.A. v. (TS Corr., 210

USPQ 806.

IN THE ABOVE INTERFERENCE IT WAS ARGUED THAT A TWENTY-
TWO MONTH DELAY FROM ACTUAL REDUCTION TO PRACTICE BY THE JUNIOR
PARTY UNTIL HIS FILING DATE CONSTITUTED SUPPRESSION OR CONCEAL-
MENT OF THE INVENTION. THE BOARD FOUND NO EVIDENCE TO INDICATE




ANY SPECIFIC INTENT BY THE JUNIOR PARTY ‘TO “SUPPRESS~OR -CONCEAL
THE INVENTION AND HELD THAT THE TWENTY TWO MONTH' DELAY WAS .
SUFFICIENTLY JUSTIFEED BY EVIDENCE ESTABLISHING ACTIVITY DIRECTED
TO FURTHER PERFECTING THE INVENTION AND PREPARING HIS PATENT .

_APPLICATION INTERESTINGLY,_IN CONTRAST TO THE STATEMENT IN

SHINDELAR, THE COURT DID NOT FIND SIX MONTHS TO BE AN UNJUSTIFIED
TIME FOR AN ATTORNEY TO PREPARE THE PATENT APPLICATION,

i
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{.Actualconditions -of Organization:and.Function

of Patent Division in Japanese Companies

_ PIPA Japanese Group

Committee No. 1

_Katsuhiko Takahashi

This paper roughly guides the actual

conditions of organization and function of
. patent division in Japanese companiés.

The annual number of applications is
iarge in ‘Japan. These largé number of
applications are supported by the organi-
zation and function of pateht division.

This paper reports the data of patent
~work by such organization aﬁd function of

patent division.
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1n Japan. Slnce 1974, the number of patent and. utlllty model

appllcatlons has exceeded 300 000 annually and is. currently

Actual Conditiong of Organization and Function . .
of Patent Division in Japanese Companles ; T

~As.is. apparent. from. the. annual _number of appllcatlons e ";.

showniin: Table- 1, . a large number of- appllcatlons have been flledw,l,

approachlng’AOOaOOOa:.ThusﬁmJaPan,lg,Numbe;:Qnerlnaiheiwoxidﬁ;n_ﬁwnm

" the number: of applications being filed annually in one nation.

. i Therefore, we.cannot discuss the organization and func-
tion of patent division in Japanese companies without taking

such a suprisingly large number of applications .into consideration. ,

I. Organization of Patent Division

A. ‘Position of ‘Patent Division “in“Organization ofiJapanese:
Company

Table 2 shows a p051tlon of patent d1v1510n 1n the organl—

zatlon of & company cla351f1ed by 1ndustry
In metal and mach1nery group* 2 the number of the compa— “t

nies in which patent division belongs to englneerlng lelSlon,

development division or admlnlstratlve lelSlon lS approx1mately

equal to that of the companles 1n whlch patent lelSlon 15 1nde-

pendent of cher d1v1510ns.1(fgtThls group con51sts of transport—
ation- power machlne, machlnery tool 1ron and steel-metal iand o
constructlon ) | “ SRS D

In eIECtrlcal group* ; the 1arQest number of companles il“'l
have patent lelSlon 1ndependent of other dlvlslons' fOllowed by‘;'
the companles where patent lelSlon belongs to englneerlng lel_x..
sion or. to admlnlstratlve d1v151on._(* ThlS group con51sts of

heavy, electrlc, llght electrlc, and electrlc w1re ) R
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In chemical group* -, most of the companies havé eithex
patent division which belongs to development division or patent
division independent of other divisions, followed by the companies

in which patent division belohgs' to’engineéring 'division,:planning

division or administrative division. (s This group consists of gene~ '
ral chemistry, organic chemistry, rubber-plastics-paint:ink, oil-. .-

petroéﬁémfstry, etcf,'fiber}”pharmacy;*and food-cosmeticﬁ)lgf-~~~ﬂwn

In Japan at present, there are few companies:in which'
patent division belongs to legal division or ‘general affais ‘divi-
sion. :
B. “Disposition of Patént Staff

Table 2 shows the disposition of the staff of patent divi-
sion fn each company.

In:any 1ndustr1a1 group, ;most .of .the companies centralize -
the staff of patent d1v1s;on at the head office, followed'bY”thé

companles in whlch part of the staff of patent d1v1slon is cen-

B trallzed and part of the staff is decentrallzed There are few

companles in whlch all of the staff are decentrallzed to various

lelSlons.

.

C. Numbers of Patent Staff and Inventors.‘

The oompanles of electr1ca1 group ‘Have the largest “avers T

- followed, by -
age number of 23 3 patent staff members /the average number of

14.8 staff members in metal and machlnery group.u The ‘émallest e

average number of the staff is ll 4 in chemical group.‘ The aver-

age number of o 1nventors is 1 212 in electrlcal group,828 in

metal and machlnery group and 361 Ln chemlcal group.

b e R R e

Thus, the”numberiof “””';h%éhtors perhpatent staff hembar T
is 32 in chemical group, Whlch is the smallest num.ber, followed ="

by 52 in electrical group. The largest e 18 56 1A metsl and o
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méchinery;grqup.:.. _ .

The: number of patentlapd utility mo@el_appiicaﬁiqngTperufa_
patent staff member is 15.9 in chemical group, which is the smal-
lest .of allT,leioWed by 78.7 inveleCtri°31~9r°“Pt;JTﬁe,laFgeﬁtw,r

number is 88 in metal and machinery group.

Ii. Function of Patent Q;yigion_iniJapangse Qompanigs_‘;:

. Fig. 1 shows the results of investigation. concerning to
what degree patent division takes part in each of 19 kinds of ..
work in patent division. . The. answer was.selected from among
patent division functioning as main division, patent division

functioninggasﬂqoqpepatinqﬁdivisionnaqdﬁpatent_divisiqn tak;ng_ifjuﬁ

no participation. . Since there is no significant differences . ... ..

among. industries and industrial groups,- the results are .shown
based on the total of companies over the whole industry,

.:Fig. 1 ... . Work of Patent Division and Its Share . ..

4 patent.utility moddi ™~

1 design

1 trademark

copyright

naming of product

proposal of improved technique
presentation of techn1ca1 report

registration of design =
patent information service - n
technical 11terature admlnlstratlon

research contract'’
technology import contract
technology export contract
| know-how contract: -,

b patent contract
invention compensatlon
invention commendation

patent litigation
patent release: business

patent dept.: main ‘division
patent dept.. cooperatlng lelSlon .
1 patent dept.: ‘not related R
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Referring to Fig. 1, in more than 50% of the companies;

patent division functions as main division ‘for. the following
seven items: ‘patent-utility model; ‘design; trademark: patent:
information'serﬁioe;gpateﬂt'bontraot{'inveﬁtion Compensation and -
- patent litigation.
A. Management of Applications
A.l. The annual number of patent and”utiaity model’ applicaticns

' Table 3 'shows the average number’ of applications for'a

year of ‘1976 per company ‘in each ‘industry in Japan. 7

The 'eléctrical ‘group “is’ at the top of ‘all the’ industrial v

groups in;the‘average'numbere”of-botﬁfpateht'ahﬁ”utility“mo661 Sty

chemlcal"grOupI*:'r SRRERE R

‘The same is true for foreign applications; but the' number:@

of foreign applications is quite small as ¢ompared with that of = =

national applications. - The " Huimber ‘o foreign patent applications

{only occuples 7 percent of the total number of national patent.

appllcatlons.-(The number of forelgn appllcatlons, multiplied by

“h'the number of flllng countrles, occupleshabmJt 25%.)

A.2. Handllng of Appllcatlons

Fig. 2 shows the- percentage of appllcatlons prepared b

ﬂffpatent lelSlOn 1n a company, by patent attorneys out51de the

|

- ‘company, and by both patent lelSlon of 1ts own and patent at-_;ij

torneys out51de the company._-'

e Companles 1n chemlcal group occupy the hlghest percent;e-'

:age of appllcatlons prepared by their own patent d1v1510n._.Com—

and. m hlnerymgroup eXhlblt ‘the hlghest per#

centage of appllcatlons prepared by patent attorneys outside: theu-.m

company. The percentage of applications prepared by both patent

division_and{patent;attorneysHQQtéiae the company is the highest
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Fig. 2

,::-.Pgrce_ni.:age‘_.of .Preparation_ between Inside: aﬂd"Q!JtSi,de;thsa COmpany..: : .- -

_ prepared 1n51<3e the company

P E '-';-::ﬁi-»prepared 1n51&e §.outside; the companv CAC T
prepared ‘outside the company TR

-+, industrial group..

-~ ep 100%

metal&mchlnexy 3 &

. electrlcal

Fig.‘ 3

,Percen tageof P;:e?gratj.oﬂ by Patent Attorneys Outside the Compary

“industrial group: :
o . 95 86% 85 61% 60 41% 40 16% 15 S%
T R ,,sp_ 100%

o wetal s mechiney A\\\\ ----- ////
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Fig. 3 shows the rate of dependence on patent attorneys
outside the company “concerning the companies' whete applications
ere prepared by their own patent division as well as patent at-
torneys outside the company. Companies of chemical grOup exhlblt

the highest percentage of appllcatlons Prep"“*f‘—”'

followed by those of electrical group, and metal and machlnery
group.

In the case of forelgn appllcatlons, as shown'in Table 4,

jmost of the companles flle forelgntapplxcatlons through domestlc

?ATB“ Measures for 1mprovement of 01flcatlon in quallty

In order to know:t'e me S taken by companles for the

. improvement’

pec1f1cat1‘n‘<nlquallty, informatibh-was: obtained
through questionnaire in which three main measures were selected
by each company from among several items. In totaling, the first,
second and third measures selected were given three, two and one
pointe,respectinely.

. As shown in Fig.4, the companies in any industrial group
take the follow1ng measures for the 1mprovement of spec1flcat10n.u
in quallty- 1ncrea51ng in ablllty and number of patent staff mem-
bers; patent education for engineers; sufficient searching of

the prlor art, and the qualltatlvely cla551f1ed application system.

MEasures for Improvement of Spec;flcatlon

1, = 1ncrea31ng ablllty or number of patent staff
electr:.cal gr:

—-—~- chemigal grou
: practical use of patent liaison

effective use of patent
attorneys outside the @
company

- decreasing the nunber of
applications

qualitatively classified application system
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_B; Preservation of Patent Right
B.l. Rate of abandonment R .

Table 5 shows the percentage of the number of patent |
rights abandoned 1n 5 years from 1972 to 1976 to the whole number!rd

of patent rights. Most of the companles 1rrespect1ve of the 1n—

"“*&ﬁgtfiarﬁgfaqpﬂq”;uif‘" Hge of abandonment of lesﬂ
5% for either national or foreign patent rlghts.q Unexpectedly,nﬂh_ﬁ
there are a number of companies in 91-1,?1“-%0?1.ér.q‘.%?..,th?f? bian:.the“ |
pexcentage, Of_.,abaﬁécxuﬂef}t_ of more than 270.%,; o
B.2. Checking of payment of annuities_ o

As shown in Table 6, a file or ledger is the most popular

tool in checking annuities, which is emploved in as much as 64%

mof the whole companies. The next popular tool is a card which is

*adopted 1n 19% of the companles :eleotrical“group, a tomputer

"1[1s adoPted in 15% of the companles, which is-a hlgher pergentage

- than 1n other 1ndustr1a1 groups

' Evaluation “OF Inventiqn_,a_rid .Ijate‘;’nt Right =

An invention is evaluated during the period from filing
of an application to the grant of a patent right, while a patent& v
is evaluated in preserving the patent right or in giving a reward
for the practlce of the patent rlght S e ’
As shown in Table 7, about 70% of companles an meta] and '
maohrnery group possess a standard of evaluatlon.. Subsequently, Thj

65% of companles 1n electrlcal group and 48% of companles 1n

Chemlcal group have a standard of evaluatlon, the latter show1ng

a 1OWer percentage as compared w1th those 1n other 1ndustr1al

groups.
The quantltatlvely cla551fled appllcatlon system based
on the evaluatlon of 1nventlon 1s adopted by only about 20% of

§
}
} the companies in any 1ndustr1a1 group, as shown in Table 7.
i
}
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D. Practice of Patent Right

.D.1. Practlce of patent right and rate of practlce

It is de51rable to effectlvely practlce patent rlght in

each company “and sufflclently utlllze "them “from the standp01nt'"*’5”

_of patent bu51ness.. Flg ‘5 shows “the rate of practice in each

21-40% and more than 41%.

N lndustrlal group based on the cla531f1catlon of 0- 10%

11-208, *

Metal and machlnery group 1ndlcates ‘the hlghest ‘rate, "

followed by electrical group.

rate.

Tq1~208"

21~ 40%

:41{Jj

chemical . .

D.2.7Patent‘huSinessh

electrical

Chemlcal group shows ‘the lowést = 7

-Rate.of .Practice: .. . .

_ : . \\\
¢ metaly machinery iz Eb\\ff“

RN \\

] 17.6%

L \\\\\\ S

17.8%

\ \\\\\

4 15.6%

26 :§§S§\ 31.
Py .

Flg. 6 shows the percentage of companles posse551ng a:‘

p051t1ve pOllCY of patent bu51ness and companles con51der1ng such

| pollcy in each 1ndustr1al group.

n elGCtrlcal group, the Percentage of the companles pOS—“b

33551“9 a p051t1ve pOllcy occuples 13 30, ‘which is the hlghest S

one, followed by 9 4% in metal and machlnery group.‘

group shows the lowest percentage of 6. 6%.

As a whole,

Chemlcal

the per—

centage of companles posse551ng the p051t1ve pollcy is low and

o~

- such companles seem to be llmlted to blg enterprlses.
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Fig. 6 Positive. Policy on Patent Business -

9.4% . <-13.3%

adopted

under
discussion

metal & 'eléct;:igalj 7 chemical’
machinery group . . . group _ group

D.3. Liééﬁ;in§77w-?5
Fig.7 shows the percentage of the number of llcenses Hjcui"
with royalties to the whole number of the preserved patent rlghts jL“
per company in Japan in each 1ndustry. Accordlng to Flg. ?,‘con— ﬁi
struction is ranked at the ‘highest percentage, followed bf 011-.“"
petrochemistry, lron and steel-metal,:general chemistry, foodj_ if:”
cosmetic, and transportation-power macﬁfne in this order. Hoﬁetet;u
the average percentage is as low.as 1.7%.
E. Patent Liaison System
Fig.8 shows the results obtained through queetionnaire to'
all companies as to whether pateht‘Iiaisoﬁ“eygtem is established
or not and whether patent liaison activity, even if the system is
not established, is taken or not.,d |
30% of~ companles have a patent llalson gystem and take a
liaison activity, and 37% of cpmpanles-take a liaison activity
although they do not ha&e'tﬁeiestablished iiaison'system. As a
whole, 67% of companies euﬁetaﬂtialiy;takefa patent liaison activity.
The percentage is‘dqpﬁlea eveFHWhatiftxﬁaétin the previous

year (1973}.
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‘lelSlon taklng no part1c1patlon.

F. License Management
F.l. Participation.of patent .division in patent contract
Fig. 9 shows the degree (in percentage) of participation

of patent division in giﬁinéwana”oﬁtaining licenses for patent

and know-how to and from Japanese and foreign companies. The per-

centage is shown as to patent ‘division functioning as main lelSlon;w B

patent division functlonlng as cooperatlng division and patent

to and from forelgn companles

centage is furthér'decreased

-ates the trends in payment and income of

royalties to and from Japanese companle relgn .companies and

“the total thereof.' The percentage is shown as to decrease, no

substantial change . and increase from the zero pavment or income

in each 1ndustr1al gro,p”'

G. Compensatlon for{Inventlon

Compensatzs for 1nVenflnns 1”;‘j[., ve in encouragement

of inventions and prDmOtlQn of 1nvent1ve acthltY. The actual
conditions as to how a company deals w1th compensation for inven-

tions will be descrlbed below.
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Fig. 9
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Fig. 10
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G.l1. Time of compensation
Table 8 shows the time of compénsation for inventions.
78.5% of the companies pay a compensation for an invention
at the time of”fiiing the patent application or at the time of the
patent application being laid open to the public, and 77.9% of the
companies pay a compensation at the time of publication or regis-
tration of the patent appllcatlon. Four companles out of  five
. pay a. compensatlon for an 1nvent10n.: Tk 15 assumed that many of

the companles pay a compensatlon for an 1nvent10n tw1ce,'1 e i) Lat

i }Elg‘;ll shows the averagemamount'of compensatlon for eachs.

of patent, utlllty“model and desmgn pald at the tlme of filing
the appllcatlon o)k of the application. belng lald open, and at the
time of publlcatlon or reglstratlon of the appllcatlon in one com-

pany of each lndustrlal group.

The compan1 S of chemlcal group pay the hlghest amount

inﬁerse-pt0§6ftieh?tblthe tendeﬁéf;ofgtheeﬁumﬁettef applications.
Namely, the- more the number of the appllcatlons increases, the
more the amount of compensatlon per one appllcatlon decreases.
The amount of compensation paid at the time of publication or

reglstratlon of - the appllcatlon whlch havetpassed through exami-

natlon ‘is tw1ce'or three times the amount'thereofipald at the

tlme of‘flllngrthe_appllcatlon-or of the appllcatlon being laid
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G.3. Reward for practlce"

Flg l2 shows the results obtalned through questlonnalre L

as to reward for practlce.

About two thlrds of the companres glve a reward for the“'

practlce of the patented 1nventlon 80% or more of the companles
of metal and machlnery group and electr1cal group glve a reward

whlle only 50% or less of the companles of chemlcal group glve a

reward.
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Fig.. 12, :
Reward for Practlce
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chemical group Q:;S:b\{gzé ,?17'T5°

H. Administration dePatent"Information e

_H.l. Type of administration

Table 9 shows the type of admlnlstratlon of patent infor-

Vmatlon c1a551f1ed 1nto centrallzed admlnlstratlon, decentrallzed

admlnlstratlon by d1v1510ns or by~ factorlesfand ‘laboratories, and
administration of both centrallzed and decentrallzed type.

The centrallzed admlnlstratlon is adopted by 214 companies
.which occupy 54%, and the decentralized admlnlstratlon by 38 com—
panles whlch occupy 9 6% of the whole companles - The comblned o
_ admlnlstratlon is adopted by 143 companles Whlch occupy 36 l%
T H.2. Watchlng of patent 1nformat10n .
: _ Table 9 shows the result of 1nvest1gat10n.as to Whether o

patent lelSlonwatchesthe newest patent 1nformatlon (e g unex-

M.;- R s \s‘m.‘

amlned and examlned publlshed patent appllcatlons )
The patent 1nformatlon is watched by patent d1v151on of

' 379 companies which occupy 96.7% of the whole. The companles
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which do not watch the patent information amount. to 13 companies
which are only 3.3% of the.whole;
H.3. Delivery service of patent information

Table 10 shows the type of service of delivering unex-.

: amlned and examlned published applicaticns.

Most of the compa_l g :delk

separate off1c1a1 gazettes. As’toftﬁé?*'ﬁ'”“”

‘ pllcatlons, there are a lot of companles whlch offer a service

of pIOV1d1ng thelr own processed materlal._ As to the examlned

publlshed appllcatlons, many companles prov1de both the com-—

mercial - processed- materlal -and--their. own: processed materlal.

These processed materlals w1ll serv 0 reduce the 'olume of?

1nformat10nﬂto¢be4dellveredanrm‘p.Ué:e'f

H.4. Utilization- of a- computer, etc

éFlg 13”shows th“"dihw‘l fmutlllzatlon ofqa: computer,

a card?andhmlcrofilm,foriclassifyiﬁgﬂ keeplng;and searching patent

1nformatlon.nm

The companles whlch adopt manu earching. or .card

searchlng by . use of 1nstrument ,_upy 43 to” 53%. Although micro-

(film is wrdely utilized, a computer is not yet widely used.
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Fig. 13
Utilization of :Computer, sete.,
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IIT.:: Backing up of ‘Reseaxch and.Development ..
-One ‘of the important.functions of patent division is to .
back ip:research and.development.. The work .of patent division _

can be:divided -into the following seven functions: (A). searching .

and practibal use of patent information; (B) backing up of research,

and developmeﬁtﬁ;:‘*~

patent :consciousness; . (D) ;patent procurement; (E) preservation. ..
- and practical use of patent rights; (F).handling of matters re-
lated to other:companies; and (G) patent. litigation and.contract.;
{In Figs. 14 and 15, these items.are denoted by (3) FQA&G)rltw;
Fig. 14 shows the active.conditions. of.seven. functions. .
of patent,divisionﬁin;eachiof,machiner?-grOHP;uelecﬁréqalvgggpp ‘-

and chemical group.

Fig. 14 Active Confitions of Punctions of Patent Division

(' B )

- (D ) o ;

. #dndustrial - group

machinery
———— glectrical
—————- chemical




In backing up reseéarch ‘and development, ‘chemical group: is i
most aEtfve,"foileﬁed:bY’maéhinefy*group'and¥e1ectricalmgroup.
.The active condition ‘of the function of "backing up:research and
'develééﬁentfhaéibeen”décided based on ‘the ‘arswers “to.theifollowinhg. ..
questions.

(1) Greép”bf'trends~0f other “companies ‘and ‘technology 5o oo

a) sé&féﬁiﬁé*the prior ¥ “and drawing ‘up the patent map:before :::

research and devélopment -

b) searching trends‘of technology of own and.other.companies
¢) forecasting the change ‘of goods 7 :
' (2) Promotion’of research’and development

a) 'suppdrting’ thé’ establishiment of targets. of researchiand. .y :

development

b) evaluatlng process and frults of research and development
from the patent 51de- R ’ )

c) surveying patent problems on deciding commercialization of
goods_and reflecting the result of survey to the commercial-

ization plan

In encouraglng 1nvent10n and promotlng patent consciousness,

electrical group ls most actlve, q}@qwedgby chemlcal group and

machinery group.

Fig. 15 (a),(b) and'(e) show the comparlson in active
conditions of seven functlons of patent lel_lon between companies

w1th capltals below and above 500 mllllon yen 1n each group.

In machinery and chemlcal\groups, backlng up of research

and development is more,act;ve in smaller eompanles than in larger

 companies.

In electrical group, larger companies are more active in

- all of the seven. functionsithan smaller companies.
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Fig. 15
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iv. Afterword

ThlS paper reports actual condltlons of organlzatlon and

functlon of patent lelSlOn 1n Japanese companies based on the

data currently obtalnable w1thout analyses and comments.
ThlS paper does not refer to patent functlons as a whole
.nor the top pollcy of a company 51nce such data are not obtainable

now.

I hope this'kind:of_presentation ondpatent_management

based on new data’will follow“with this papcrran;ﬂjW:;.Lfﬂ
~a future PIPA Meeting. . o |

Chapters I and II of this paper are based on the data
given in Report“NO;TT.mbylthe.management committee of Japan Patent
_Association "The management.committeeimade inguiries in 1977 about
patent management to 422 member companles of Japan Patent Associ~
ation, and summed up and analrzed the answers of 397 companles.
" The management commlttee reported the : results of inguiries in 1978

as Report No. 77

Chapter III of thls paper is’ based on. the data glven in

the book entltled fpatent management evaluatlgn:eyetem,anf

 zation thereof“;published“inri978:by Japan Institute of Inventions
and Innovations.

I'd like to-express my gratltude to the members who
‘prepared Report No. 77 and Report No. 54 1n the management
committee of Japan Patent Assocratlon and who editted the book

entitled patent management evaluatlon system and utlllzatlon

ﬁhthereof“‘ln Japan Instltute of Inventlons and Innovations..for. their. mwmrmw+.

efforts. ' .-

Please keeppihisﬁpaper in confidenceiﬁith‘
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Table 3. Average Number 'of Applicdtions’ per “Company in Japan in 1976
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Table 4. Number.of Applications Handled by. Patent :Attorneys Outside .the Company:

national

applicaticns

foreign . applications

Loiean in:dustry-

insi&e thex

company

the company >

foreign
attorney:

(directly)
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attorney.

foreign and
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total

power machine ;
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o]

30

machine!y
tool

N‘
= N
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?chémicai.group‘

25
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—328—




Table 5. Percentage of Patent Right Abandomment ... ...

Casiear 1 soreim

industry
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Table 6. Tool of Amnuity Administration -
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‘Table 7. Bvaluation Standard and Quantitatively Classified Applicatich System
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invention or patent : application system.
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Table 8.. Time.of Compensation "
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Table 9. Administration and Watching. of Patent’ Inférmation o
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Delivery Service.of ‘Patent: Information -
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_ Legal Protection of Computer Software in Japan . .

. ... PIPA Japanese Group
| Committee No. 1
Naoki Kyomoto

Introducti_gn_:. RPN

.49 2 result of the rapid advancement achieved in recent years both
in the di’_gital technology and in the IC (int.egra_tlipg._gii‘_g\;it)‘ teg'hf;lglgggy,
computers ha_v_g come to be in, more. apq‘r_;}o‘;"-el, e_;;_‘_t:eqsiygi;;sig,‘ _Rarticularly
in integration with communication networks. . .. ... ... .. .

- To.enable the extensive use of computers, increasingly g f?"tﬁr
a2mount of buman and other respurces have been, 1?9‘1:1‘-‘?_,‘i intothe ...
development of computer. software, i.e., computer programs.. . . .

-Under, the circymstances, the.-:smﬁy; of tbe-,i?gal protection. °f :
~computer software is given as great importance as the improvement of
computer hardware. .Since the s-te?.te o_:‘:'..:a__ﬁf_a‘..ix_'rs. of. '\_}Legal_gﬁrﬁpﬂteqti_qp of
Computer Software in Jepan' was. once discussed in my, relécz.r:,t; read at
the 1974 PIPA Kyoto Congress (hereinafter referred toas T'f,i:vo‘?sa- .Réport”%
here ig a summazy.of the recent developments in this area :éé-.;-le_gal

protection. . .

1. . Patent Office’s Guidelines for Examination and Other Developments:

(1) On December 26, 1975, the Patent Office published Examination

 Standard (Part I) for showing criteria for the patentability of software-
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based invehitignb.  THe Stinda¥d 15 applicible’in jadging the

patentability of inventions related to; (2) a program alone; (b)

nofaprogram and an apparatus {(such as a computer or

nurnerical control ‘equipment); and (c) combination of a program
and a system (e.g.. an office automation system or a banking

system) other than such an apparatus. The patentabilitﬁ%f'i ERERRERE

““'inventions other thah thé above (a):(c) it judgéd under the General

“Examination Standard.
steps for commanding a ‘c""oﬁ'lijﬁtéf tb"Ha"’v'é":thé"dé:si;;é'a"'oli‘éfétioh" o
“perférmedis "de‘ér‘ﬁéd as 1acking the wtlization of the Taw 'f nature
(stipilated under Article 2, Paragraph T of the ekisting Patent Law),
unless ‘at Teadt ohe of the tvo causal’ Felationships 1 e, (i) the “ 7"
relatiohship arising from both the structure of thé coniputer and

' paTticular Hinctions achieved within the computer, and ‘(i) the 't 0

" rélationship of algoFisth governing the whole steps recited in'the ™"

‘program is basedon the law of naturel Accordingly,  under the
“State where the foriner relatioiship is baked on the law of natire,
if that'of the latter is bassd on ‘aiy other law or rule (sudéh'as fhe =
one in playing cards) than the law of nature, the whole invention i§ "

rejected on the ground of the above-mentioned "lacking the utilization

NG thd 1aW of hature ralel This, fhe Standatd'gives 3 CIeat basis -

_program-related invention, supplementing the guidelines discussed

on pages 4 and 5 of the Kyoto Report,
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| The Patent Gitice pians'to publish Examination Standard *

(Part 1) for siving guidelines for drafting specifications for =~
program-related inventions. It is qulte uncertaln, howeve r,when

it will be published,

()| The Patent Gffice recently set up a committes for studying
the patentability of inventions employing microcomputers as theix
structural elements. ~The committee, consisting of Examiners.
from various Departments. at the Patent Office, ls almed at studying
whether it is possible to draw a definite line of patentability for,

. such inventions and,. if so, how specifications for such inventions,

ShOU'ld be drafted cort e tiwme oty e e idnosb o

2. Board of Appeals Decisions and Court Decisions: . ... .

The Kyoto Report discussed the Tokyo High Court decision .
handed down on an application on a ciphering method (Gyo {na) No. 5
TR SUPIL SNES SN Db mire g i i )
of 1958). Also, it touched on the judgement of the Patent Office

BT

" oh an invention relatlng to an apparatusfor blnary coded decimal

to pure binary conve‘r‘éio“h‘ X(Ij'a.]';)azﬂe-g’ei Patent Pub11cat1onN02.1906/1967) ;

" 'and another invention relating a system for protecting special

wo rklngp rogram s of a comput:er (J apanes ¢ Patent Publication =

No. 5401/1966). ~ A recent Board of Appeals decision will now be

“briefly introduced (Appeal Trial No. 4535/1969 decided July 16, 1980).

(1) Outline of the Invention: CERE p T, B et opid

The invention relates te a computer-operating method based

i




on a novel classification of memory addresses so that the addresses,
or the information on the addresses stored in the memory may be

_arranged according to their values.

{2) Outline of File History to the Board of Appeai‘s':' Bedibion: 1

Thlsapphcatmn ‘fled Décember 1 o, 1967 was fmally re_]ected
on the ground that the invention! lacked the utilization of the Taw
of nature. Theapphcant filed an appealfromthls E:r':eij'ec:*{:i\c{ﬁ B
a ;cénil:.‘e_hdirfg"'tha‘,f the1nvent10ncontr1ved a ﬁovellopéféijti"‘o;ﬁ method
wsthig &7CoES Fasthiody WithOHY sipindiig thd midiab iy xéjtin, and

that the objective of the invention distinctly utilizes the law of nature.

Consequently, the application was published Aprii:"1'41",:“‘1:97'371 under”
._the Patent Publication No. 11650/1973. ' Opposition was then filed
and the Board of Appeals found it well founded. 7 AS 3 Yesilt, the
Appeal‘was dismissed. | |
(3) Reasons for the P'ecﬁ_%ié?'r_. & o
The present invention is ?ésgd_?n.a plurality of 9?1?#?.?21_ processes
. Whose P¢¥f9.r@n§3.i_? controlled h.;V_ & program.
|  Whether the law of nature is “t?l.i?@sl. in an invention or not may
be juded from two different viewpoiats. _One is the law on vhich
thg.funlé:ti;or;S of a CO_mP.ut‘??,%re’;,ha?ed.'é?d the o?her;ii‘.sr‘-‘tlhe law on

. which those functions are sequentially interrelated (this law may be

substantially identical to the causal relationship (ii) defined in the

Examination Standard (Part I)).
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- Incidentally,: the:principal object of the present invention lies
~-in-the,classification-of memozry-addresses..; To attain this object,
w=the invention relies .on.a-mathematical principle, which defines the '

sequential;interrelation of the above-mentioned functions.: ..

. mathematical principle is isuch that the rank.of a.certain numeral
rinprogression-lined up.in:ithe ordexr of .y,a_lu,g s.is Qgtermiped by: the

#otal numbexr: of other numerals: smaller:than said certain numeral.

‘w.The invention.is.therefore deemed to.-be.a mere :mathexﬁa{tigal I
manipulation of numerals and, accordingly, lacks.theutilization

of the law of nature.

This is the first Appeal Board decision handling the issue of |
computer programs. It is also significant in that it has analysed
in a clear-cut manner whether the law of nature has been utilized.
The decision is expected to h.elp the Patent Office Examiners of
various technological fields to set a uniform standard for judgement

of whether there is the utilization of the law of nature.

3. DPossibility of Non-patent Protection of Software:

(1) The MITI registratioﬁ system provided in May 1972 referred to

in the Kyoto Report has not been put into effect yet. -

(2} Similarly, the June 1973 report of the Culture Agency's Copyright

Council has not led to a follow-up move for legislation yet.
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“(3) "'On'thé othét Hand, ‘the Special ‘Committee’ for Investigation and
“ Résearohoh Legal Protéction of Software Industry;. set-up by ‘the
w11 Agsociation for Pfé’fﬁéti’bﬂfﬁf-‘Sc‘jftwai-e"‘- Industry, “started in September
1980 the "éontractistandardization' work for fair comniercial:

trafnisactiong of software bétween softwa e’ suppliers andusers.

As'a result; the Commiittéé published ‘an-iaterim: réport in:March
71981, ‘outlining the preSent status of software protection in'Japan
ognder the Pateil Law, t11é7Cubyriint--Law; the Trade Secret.and

Cotitfacts.  “The committee plahs‘to complete workingionia model

“eotitract’by the ‘end of 198277 7 i siniarian
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Wlth Economic Monopolv Power to Refuse to Llcense"”

DY ROBERT A. STENZEL
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Patent rights prevailed over the antitrust laws in the
Second Circuit Cougtﬁqﬁ“ARggalqrpaqe of SCM v. Xerox, 645F.2d
1195, 209 USPQ 889 (CA2, .1981) wherein the right of a patent

holder to refuse to license his patents was upheld.

After the Iéngésthgjgpa}hjuyy trigl‘infhigtpry, a Hartford,
Cunnect%gyﬁb;qu=fqﬂpgwip'jﬁjﬁuﬁhgp K?tprCUTPPF?FiQnJ;tb?ough
its acquisifﬁon af tﬁe basic xerogréphic patents between 1946
.and 1956 and thfcugh its fefuéal to licemse SCM in 1969, had
violated Sections 1 and 2 .of .the.Sheeman Act end Section 7 of
the Clayton Act. .The jury conecluded that becsuse SCM had been

bérred from becoming a potential competitar through the

refusal to license, it had suffered damages of $11.5 million
in cumulative lost profits From 1969 to° 1976 and $25.6 million
in loss of net going concern value as of the end of 1976,

Trebled, the damages smounted to $111.3 million.

Despite the jury verdict, District Court Judge Jon 0. Newman

L8

folhd o 'basis 4n" Gnetaty Telief as’a tesult of a

refusal to license and ruled as ‘s ‘Watter of law against SCM
and in favor of Xerox. He noted’s distinction between monetaty

damages and equitable relief stating:

"Whatever the appropriateness of the distinction
between damages and equitable vrelief in other
contexts, it is viewed in the contest of this
case as a matter of statutory ceonstruction,
harmanizing the protective purposes of the patent

S l_a.w Swl th ﬂtherc O'm‘p-e-'t‘h'j.l'tmi':v‘e' - p‘u PDOSSS‘"Df’thB"En't'itI‘ U-‘s- t R o I e SRR

laws., The usefulness of the private treble damage
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action: for..effective .enfotcement, of. the antitrust.
laws...will not be impaived by recognizing that in

some citcumstances the patent . laws,.cam best be.: oy fomeysin
accommodated to the antitrust laws by permitting

only prospective equitable remedies.™

cHE L

In March, 1981)'3 three- Judge panel of the econd Cirtcuit

mfourt oF Appeals in New York Clty afflrmed the denlal of

damag;snrollow;ng_;nilapge patrt the DlqulpﬁhCoyrtls”;eagpning“

concerning the need to harmonize the incentives of the patent

system with the purpose of the antittust laws. It explained: .

“Where a patent in the fitst instapce has been
:lawFully acqulred, a patent holder ordlnarlly
should be allowed to exgrcise his patent's exclu- L
sionaTty power even affér achieving commercial’ PR ’
. success; to allow the 1mp051t10n of treble damagesx\
" based bn 'what'da reviewing cdirt ‘wight later “corsider,
with the benefit of hindsight, to be too much
success would serlously threatén “the 1ntegr1ty o
the patent system. Where, however, the acqu1s;{10n
itself is unlawful, the subsequent exercise of the
., ordinarily lawful exclusionaty powet inhetent in .
“the Patent wolld Be 4 ‘continding wrong, a cont1nu1nq
unlawful exclusion of potential competitoes.'.

Althquh the Supreme Ccurt is stzll eonSJdering whether to heafw

the rasr,rand in Fact, hcc asked the u. S SollCltor General to'z

me1t comments, the Secunu Clrcu1t dec1s1on is heartenlng to .
_propawents of a strong patcﬂt system who Feel the courts have_'
too long subjugated the patent laws to the antltrust laws. :

Patents have been gettlnq ”nc reapeet, as a popular U S

enterta1ner would say. Among reasons for thls lack Df respect

35—
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are a lack of understandlnq of what'a patent 13, and 1ts

charaoterlzatlon as a "monopoly ST

A patent is by law a right to exclude others from making,
using and selllng a Fully dlsclosed and carefully clalmed 1dee

that is new, useful and unobv1ou5 to one of ordlnaTy sklll in

thetht'ES”Whieh'if'pettafne}'"As euCh}'it'pute no reettictieh““'

on what the ordinatry wotkman would do and hence, does not

deprive Lhe public of sometliing il ang1au§1y”n;é2LhélfighL v

do. Rather, a patent adds to the sum total of human know;edge-

by disclosing ajqeu(andmunooy&oge }dﬁﬂ’ and 1n return for the

disclosure,'onlyliiﬁit itehooferfiy‘theﬂuee OF”that Which it

adds. AFteftj:perlod of t1me the fully dlsclosed and carefully

claimed 1dea may be Freely pracflced by the pUbllC

‘Because the word "moopoly” is almost sydonymous with "unlawful"
in the minds of sdgfety”tode}'eno implies the taking away of
some publlc rlght, 1t is unfortunate that patent rlghts are

'reFerred to as “monopolle " ”Franchlse” is perhaps a more

accurate word and I am sure there are better suggestlons.

Whatever the oho;ce, the word should brlng deserv1ng pralse to

a patentee for hlS efforts 1n d15c1051ng to the publlc somethlng

which was nonexlstent in the prlor art and dlStlngUlShed over
every comblnatlon of prlor art avallable to one of ordlnary

sklll in the art throughout the world
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That!word: would: describe: :Chester ‘Caclsdn, a patent -attotney i :i:ad
with. :an::iideld <in. the lake: 1930s for reproducing-an image by =«
reFLecting#the“dmaquont0:é charged ;photoconductive plate to
di'ssipate:-the: charge *in:ithe ‘areas ‘veceiving light; and developing

thb“rbmainihg:changadiﬁrgaé with a:fiimely ‘powdered; '

hargedy

matervialithat g transferred «to @ plain piece :of papdt rand FUsé&e
thereto. By filing-his patent applications;:-he started thHe: -

process of dedicating his ideas te the public and creating an

indUstty=whicthas’cunhfibubadugreatly‘tothETU.S;fand;ﬂhé'worlaa
in many ways. o oAmong:the ‘bermefits .overlooked rarte the fax>FEVenues
on the:profits .and wWages it “generates.’ Thus, "endigh:federal it
taxes ané=producéd?eﬁch~year%byﬁthrsucné”ﬁatentibasediihduétry*fw

alone “to Cover the: U5 *Patent Office budget many ‘times over. @ 7.

In a classicivcadse well<known=to ‘many ‘'of the independerit inveéntors

of the -ovet +4,;000,000 patents granted 'in the U.S5.¢since 1836500

Inventor “Carlson Mgot ‘ne respect " He took his inventioen to«

the big officé machine companies but none were intevested. '’
.Fiﬁdrlyf'a3n0ﬁdrdfib're$eavéh5institute‘iﬁwﬁolumb09;=Dhio;?’
Battélle Memoridl:"Institute, agteed-td act as his agent Ffor: nmos
developing “andlicensing ‘the ‘patented-idea-intreturnifor 0% ofu>
any toyaltieg received. -Battélle slso 'had-great difficulty=in>i!
pefsidding othersiof ‘the 'vdliue df the invention.G“Finéliy;?

howevetr; & small company:in Rochestery New/York, which is new

Xerox 'Corpsratiorytook a norexclugive licerse undet-the patents:

SUtEn 1946 Fot dri78% voyaltyiandianiagreemént to sponsot rtedearchiat
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Battelle=in the famount -of -$25,;000 -per :year. A later .agreement .}
gave Xerox :=exclusive -tights with & tight‘tohgTanffsubbiCehses,bf~
and, in facty Ptdwidedmthathevaxwuse “diligent::efforts": to: seek:-
gyblicensees;m-A:FdnalLagréementrdnwﬂSSﬁugave Xerox ownership:.of -
the basiga&&&lsanupatents‘jﬂjéxchange for.stock,:.as: well: as:-full::
rights inwablqﬁutunegBattelle:paten&s‘suwldnguas Xerokncoﬁtinuedw
to paynthenaﬁnual researeh (Fee .o
Aftenm1960,bxafnx‘pr&spcnadSandféteadﬁastlyurefuaeﬁ‘fu.linpnﬂeu"?
anyohe»unden any eof.its-patents.:This attitude apparently ;. uw
concetrnedythe BTG and sin7 1963 it -filled /a complaint, .charging.
monqpolisticwpnaéticaswandyseakhﬁg;&read5equitaDJEure}ipﬂﬁf
including eompulsony-licensing;ofﬁtheﬁpatents.ﬂnd:iemmination sl
of the relationshihs which Xerox had éstablished with the Rank
Brganization-insEngland and: Fuji-Film;im-Japgan. - To. many, it
éeemedxan éﬁﬁtontftd tine patentusystemfzndqtaibheridcentiﬁea-'
for suécess;which the systemﬁprdbidedatq ﬁ&tenteeéuﬁ;Howeven,ﬂ.”?
the FTC,.@ppacemti;yd felt Xevox:exceeded- the Limits ;--‘Dt'.—..‘_isucces_,s,
with itsupétant5aandupe:siated?unbilﬁXethg in.an,appaméntiwe&k;:
moment;iﬁ 1975, signed a.consentsdecree.. :The decree effectqun;f
compuflsory-alicens.i_-n.g;-zby zrequiting ;Xevox to-ofifer nonexclusive . .x
licénsgsiunder{any;thnee;ofg;tsVpiain;gaperqcopienupatentszu-

at no rgyél.t,y, ::and,under:.;.al-l oﬁ,:its bat;e.nts,:;at mominal royalties
‘of 1/2% peripatent uprto.a maximum-of 1-1/2%.for any.one product.

Xerox:dn return.received:s nonexclusive grant :baeck .license on.all

Xevographic patents of each-ligegnsee.-The Rank Xerox and huji-Xerox

relationships, which by 1975 accounted for a good share of Xerox

Corporation's-total profits, were not disturbed.

—348—

_,_,—.,—._‘,_




Meanwhile, in, 1973, 5CM Corporatiopn filed a private antitrust. ...
complaint .against .Xerox for monetary dapmages based: on.many,of. . ...

the charges inﬁtbe5F¥ﬁﬁcqmp}eiptjﬁaTbus, SCM.claimed-a.violation, .

of Section 1 of the Sherman Act because of Xerox's concerted

__refusal to deal in Tespect.to-its p&@in~paper-copienlpatentedjmmLm“m“_

concerning marketln”

e [ e et Y]

and unpatented technology.‘ It alsn allegedVXerex possesee

moncgpoly power 1n a revelantwmarket (all coplers) and e Sl mhrket

(plain paper cep;ers) 1n that Xerox had eequ1red‘or malntaiﬁed

that market in Vlolatlo‘ UF Sectlen 2 oF;the Shenman Act

refusing to license its patents. Further, 5CM alleged that the

agreements between Xerox and Bettelle vlalated Sectlon 1 of the o

Sherman Act and Sectlon 7 of the Clayton Act because the agreements

had the effect of swbstantlally lessening competltlon ot tendlng

to create a*monupoly. Also included were additional Charges‘

e i

pract

verseae organlzatlens. At
the time SCM was e one bllllon'dollar plus cempany that was a

leader in the, repldly dlmlnlshlng coated paper copler fleld.

Trial beqehaqa‘e‘ﬁp;fi9fv:and lasted 14 months, produc1ng

a transcript qf”ﬁ?iDﬁD‘peqesk_ The Jury dellberated BB days

before retbthiﬁﬁ;h}th ft§?Verd;et;' In afflrm;ng Dlstrlct'tnurt_

Judge Newman, the Sescond Circuit Court of Appeals ‘started its
anelysls wath a teview of the relatlonehlp between the patent

and the antltrust laws, notlng that llttle confllet between the:1
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antittUst® and®patent ‘law ~arises when the patented product: ~F7H

reprééent%*merél§5bhé ofimany products that effectively“compete™ "

in“a’ given prodiét macket. 1€ noted,”however, thats'

“When:%the patented product 18’ so’ successful’
that it evolves into its own ecchomic market, as
wasTthe” ¢@se hete,  ¢ff” sutceeds in enqulfing:a 705
. large section of a preexisting product mavkst,
“ithE patent® and antitrust’ laws necessatily 6lashi
In such cases, the primary purpose of the antltrust
lawsiito! presetve icompetitiont-canibe frustrtated, iuvd
albeit temporarily, by a holder's exerc1se of the

_paLean inierenl exclusiviaty’ Piwe v dULng dlyg o femras ol

term."

The Court fDund the law unsettled in thls area, , but affer

analy21ng a series of cases Jt concluded

"Hhé“é'a'pétehfhdlder.}'merely exercises his _
‘right, to, exclude. others fraom making using. or .. .
selllng the invention' ..by teFUSlng unllaterally
Ao license his patent for its. seventeen-year
“term...such conduct is expressly permltted by
the patent laws.i The heart of the patentee's . |
qual monopoly. is’ the right to envoke. the State's
power to prevent others from utilizing his discovery
without his consent... Simply stated, a patent-
holder is permitted. . to maintain his patent monupoly
through conduct perm1331ble under the patent laws.
No. .coutl has . .ever held that the antitrust. laws
TEGUiTe 4 pa*&ntnoldet to forfeit the' EXClUSlUﬂaPy
s-power, inherent. in his patent: the instant his patent.
- monopoly affords him monopuly over a Televant
sproduct, market. ' . oo a. L -

The UHiteu Srae case (The Un;;ed States V. Unlted Shoe Machlnery

K

Cnrporatlon 1|0F Supp 295) (D Mass 1953) AFf'd per Curlam

347 U.S. 521 (1958) was distinguished on the basis that:
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"Ini United::Shoe, the :primary ivehicle found tox

have been employed...in achieving and malntalnlng
its monopoly was its lease-only:system of-distributing::::=a
its machines™ and that "the patent acquisitions... '
occutrted after United Shoe possessed substantial
matket power and were not one of the principal
factors enablting it to achleve and huld ltS share
of the markethf'w DeE e o Gt -

{case 148F. 2d 416, 65 USPGse, {2d. Cir. 1945) the court noted.

"In Alcoga Judge Learned Hand stated that the
'successful competitor, having been urged to
compete, must not .be turned upon when he winsg,'™ .

United States v. Grinnell Corporation 384 U.S.:563 (1966) was

relied upon for its siatement that:

"The offenqe of monopoly Under SEctlon 2 oF the
Shermzn Act has two elements: (1) The possession
of monopoly power in the velevant market and (2)
the willful acquisition or maintenance of that
power as distinguished from growth or development
a5 8 consequence of .a superlor product bu51ness

.orlginal. e

Next, the Cnurt repeated the admonxtlun 1n Berkey Photo, Inc.

v.‘Eastman KOdBK Lo. 6ﬂ3F. Zd 263 (Zd Elr. 1979} Cert. denled N

444 U51093 (1980) that:

R R S T T T T L doeci mm oo oartr

"The mere possession of manopoly power does not
ipso facto condemn a martrket participant..., the
fiem must refrain at all times from conduct
directed at smothering competition.”
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After notlng that patent achJSItanS ‘arTe not 1mmune From the

antitrust: laws,-the Court stated.m=a-ﬁ:

"The patent:system would -be seriously undetmined,
however, were the threat of potential antitrust.-
liability to attach upon the acquisition of a
patent at a time prior to the .existence of the
;relevant market and, even morg disconcerting, at a
time prior t¢ the commerCJallzatlon of the patented
‘art. .

The Court concluded:

"We hold that where a patent has been lawfully”
acquired, subsequent conduct permissible under the
patent laws cannot tr;gger any llablllty undet the
cantitrast laws. Y. & S8y mniiaaoaan Sair)ovid e

The inquiry thus shifted to the question of whether the
acquisition of the patenis was lawful under the antitrust

laws.

kly“dECJdB the patents were

The Court qui
acquired from a research orqanlzatlon Qr generated 1nternally

had no bearlng. C It also noted the Jury 's Flndlng that the

patents were not obtalned prlmarlly For the purpose uF blocklng h

the development of CGmpEtlthE prnducts.

With regard to Section 2 of the Sherman Act, the Court directed

that:
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"The..focus; should be upon..the matvket ‘powet:that.;
will be conferrted by the patent in rtelation to the
market. position then. occupied by the.acquiring party.'

After rev1ew1ng fhe facts, the Court concluded that at the tlme ‘

of the 1956 agreement, Xerex had no economic monopqu 1n4the

.relevent market ot eubmarket and hence, 1tseeenduef?¥ee P
permissable, }n dGlng so, the”pouptie;ep tejected 5CM's argument
that the acquisltlon wee4eplewfql_ifﬂXeppx{e_eeqnom;e monopoly

was reasonably Fnreeeeable, stating:

"The limitatien that SEM would impose, however,
co.tonns noto.upen the market positiom of the acquiting ...
patty, but rather, upon the potential for commereial
success a particular patent may hold... Presumably,
-undetr SCM's proposed rule, where the commerclal
success pf a patented ‘frvention vlrtual i
guaranteed,” rio ‘gerson othet ‘than’ the inventdr ca
hold exclusive tights"in' the' patent,” at ledst’ -
where it is foreseeable that the products generated
undetr the patent will create their own relevant
product market... Coiamtog dyreT

i

"We believe thalt, under the circumstances presented
here, to impose antiltrust laablllty upon Xerox

[ gverely tramp]e upon’ the 1ncent1ves prov1ded‘“
By ‘our ‘petent ‘1awe ‘and ‘thus ‘undermine
patent system. Therefore, ‘frrespect ive of ‘the
jury's implicit finding that Xerox's commercial

success was reasonably foreseeable in 1956, Xerox

;was lawfully entitled to purchase .the patents At Perrie gl
dld pursuant to the agreement 1t made with Battelle

that: year." nmio i ENE :
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In regard tu Sectlon g f the Sherma ct,* the Court reJectEd

SCM's argument that\absént the! 1956 agfeement, Battelle would
.have enforced the subllcen31ng obllgatlon that 1ts pr;or
.agreements had imposed upon Xerox and las a result of these
sublicénSes; there “wauld have been competltors.”}It dec1dedlﬁk
that it was not Fcreseeable and that contlnued malntenance oF S
the patents and acqulsxtlon of the patents through 1nternalzl
develbphént'wbrk did nbE tause '5CH any hatm. e

I T

Sectlon 7 of the Eldyton AcL prnhlblts a8 corpuratlon From acqulrlng

the whole or any part=0f the assets Df another corporatlon where-

"The effect oflsunh_achJSltlon may be substantlally
to lessen competltlon,‘or to tend to cr ate @t
monopoly in .any: glven llne of commerc

The Court notes:

"Since. .a paﬂ
there seems
from scrut

Y under this provision

The Court c§n§1d§§sr_ : : ;s>6931gﬁédlt6.furtall the

anti- competlt;ve co;géduéﬁfes‘“lﬁ‘fh31r 1ncxp18ncy" and thUS
requires concern with probabilities, not certeinties. Nevertheless,
~the Court noted that a felevant product market and submarket.

did not exist until eight years after the acquisitioné.and

hence, could not be foreseeable. Ffinzlly, the Court stated
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"The patent’ daws citcumscrihbe the 'scope’ofithe wsl:
provision hetew.i: Where ‘a: company ‘has Aequived v '
patents lawfully,® it: must be entitled: to hold them s~
free from>theithreat’ of antitrust: Liability “foe: 7 07g
the seventieen ‘yeavs that ‘the patent lawS‘prv1dé.P"i¥
To hold othetwise would: unduly trespass CUPOTE - the
policies that: underlle bhg*: patent Yaw ‘system,. '
restrainttpilatced upon competltnon ig temporarll
limited by the term € :

RSP EREE T e e patent system, B e TETETEd
throughout the duration of the patent grants.,®

In its conclpsiqn ths‘Coupt sfated:_

"Based on the evidence presented we are convinced
that nope. of. Xerox's-patent-rtelated conduct contributed
te any antitrust violation and that, therefore,.SCM Lo
is not.entitled to, TECOVET, any monetary damages 1n‘
connectlon with that’ clalm; ) .

The signifitant impact ‘of ‘the ‘deci'sion-may bétséeniin the:fact o
that the Couit oF Appeslsidecision hasvalready.beenvpitedvin 947
several cases, Thus, in Junéof 1987 “the Ninth Circuit:Courtsi=i%

of Appeals in the matter of the United States v. Westinghouse

648 F.2d 642,3“ USPQ '53”\C 9 1981\'referredﬁtoxthf Xetox’

case in theifpll rng context' !

"The antlirust 1aws du nut grd:
roving comm15910n to reform the sbonnmy at Wwillh »
Just as 'no coutt has ever beld that the antitrust
laws tequite..a patent -holder to. fo feit
exclusionar fpower 1nherent 1n;h., )
1nstant his patent munopﬂly af Drds hlm
power'..., (citing SCM v. Xerox} 86, to
has held that a patentes must grant further
licenses to potential competitors merely because
he has granted them seme licenses. Just as 'the
patent system would be seviously undermined...
were the thresat of potential antitrust liability
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to attach uponi:the, acqudsdition of..a. patent;at: a.-
time prior o -the ex1stence of thelr revelant‘»H
matvket -and, ;even more dlsconcertlng,-atra time
prior tnmthelthmmercializatiﬂﬂ'OfAthe;patentedr
art'{citing -5CM. .v. Xerqx&,uyssuutoo:woyld,the
patent :system:be .undermined if. a. licensing: -
agreement, perfectly legal..when: signed, mlght TR B
dater form.the..basis of an antitrust.violation..:..
because: the llcensee had. flourlshed under the .
agreement Lo Lt B Lo

More recently in the case of GAF Corp v. tastman Kudak
Co.; (519 F. Supp-1203 . usPa . (SDNY 1981) a District

Court in the Southern District of New York Q.P'an,_ted;Kﬂf.fak’s

o3

patents until five years after_they issued was unlawFul. GAF

contended.a patentee's refusal:ta .license.should. be treated., .

like any:other-refusal-to.deal by :a monopolist, but Judge

PierceyoTtelying: bn-SCMivesXerox::tuleds:

"After discussing:the- 1nherent confliet:: between the NN

antitrust and patent laws, the Secsnd Cireuit™
(held in SCM) that 'a patent holder. is .petmitted .
to maintain his monopecly through conduct perm1551ble
undetr the patent laws' and that a unilateral

refusal to license a patent for its seventeen-year _
term "s”conduct e fessly permltted by the patent R

Thus, Kodak's unllatelal refusel't lifcense
internel;y 'veloped patents may not " trlqger'-
liability undet: the. antltrust laws."”f::\ '

gt /1/DD6
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-ﬁReguIations;onﬁTechnology'Transfer-in~SoutheastwAsia:.

PIPA Comittee No. 2 .
by Kojiro QZU (Toshiba Corporatlon)
Derd 0 wnes. oYasuhiro MOCHIZUKI: (Ajinemoto;Co..:Inc.)

Last year:I v151ted the ASEANrcountrles as a member of the
Fact Flndlng MlSSlon that was sent by the Japan Patent Assoc1atlon.
to study 1ndustr1al property systems 1n these countrles._ I would .
like to 1ntroduce you, to the major p01nts of our 1nspectlon, M,;r;i
especrallyhon the goyernments regulatlons on technology N
transfer. . 7

Some of . You may. recall that the team leader of the mlsslon,?i

Mr. ShOjl Matsu1 of Takeda Pharmaceutlcal Industrles,_Ltd.,_ ) N

gave lecture on "Situation of ASEAN Countries on Ii?fiust.r%a.%.,...:,.”
Property Protection“ at the PIPA Tokyo conference last yearl
Some of my speech may, overlap w1th hlS lecture, but 51nce the
SubjeCtﬁlS an, 1mportant one. shared by the U S.A. and Japan, l.? ;_:
shall take up some problems lnvolved in the regulatlons on, o
technology transfer.

Firetﬂofwall, I would llke to explalnllonltechnology

transfer in, the.Phlllpplnes,Sane the _country, I suppose, 1s_;:;_qﬁ'

1nfluent1al in thlu_flcld as a. lcadcr among tho flVQ ASEAN i

natlons.w Afterwards I w1ll refer to other countrles.h" s

THE PHILIPPINES

In 1967 the Phlllpplnes enacted the Investment Incentlves::
Act to welcome forelgn 1nvestments and stlmulate thelr domestlc“v_
1ndustr1es. At the same tlme,‘the FOIElgn Bus;ness Regulatlons.‘?q
Act was established in the next year with the intention of

imposing some restrictions on foreign investments. The Act was
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to give priority tc:domestic capitals, while introducing .foreign

capitals seclectlvely. Vi

A1l klnds of works relatlng to technology transfer are
handled by the TTB (Technology Transfer Board). Its constitution,

,functlon and author1ty as well as the guldellne for the evaluation

and reglstratlon of llcense agreements are prov1ded in’ the
"Rules and Regulatlons to Implement the Intent and Prov151ons.
of Sec. 5 P.D. 1520 Creatlng the Technology Transfer Board A
within Lhe MlnlbLLY of Industly" enacted in October, 1978 Ké
far as the evaluatlon and reglstratlon procedures are concerned,
there is no major problem except that the decision by the Board
is not always made Wlthln the prescrlbed perlod ‘oF 60° days from
the date of appllcation.' v e B '
However, "the pollcy guldellnes for evaluatlon in Rile V,
Sec. 1 lnvolve several problems.' For lnstance, thlS Sectlon l(b)
prov1des that royalty should not exceed the makimum rate es—"
_ tabllshed by the Board, whlch is now flnalng it dlfflcult toﬁw?ﬁ{fﬁ
decide the rates in certain industrial sedtors: ST Ty mars
According to the TTB, the acceptable rate is generally'sfpiwr“
2 to 3% of net sales and that there has been no case whlch .
provrded the rate of more than 5%. Such'e”rate”éonforms to'thexﬁff
‘fact that 2 5% royalty 1s~perm1tted in many cases of COmpulsory-‘-L
patent licenses (All are pharmaceutlcal cases) “The " former FARL T

rate, that is 2 to 3%, is mostly applied to the combined license

of a patent and know-how, while the latter comparatiyely;hléhéé-ikf

the'licenéor'S“intehtioh"ﬂAnyway, the TTB has been making

“efforts to reduce royaltles in llcense agreements.y
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Now, 'please look at-the:papers. in your hands: titled. ”Summary
Table on Effect 'of ;TTB. Regulation on, Technology Transfer Arranger. .

ments" issued. by:TTB. ' It.shows. the:analytical..figures:about g?;.fg

’ since the establlshment of the Board ln 1979-t;ll the.. end of: 1980.ﬁ

ment in 122 cases:(55% of the-total number).. As.a result, the

licensors :lost US$-2%91,000:per year.for.each. agreement, while

the country saved foreign currency .of US$:15.5.million per year.... .
The government is-also expected tg earn. US$ 145.million per.year;. .
by exportingftheuliceﬁsedgproductSQOf;these;221;agreements.;mynwaxx

Accordingly, we must realize: here. that.although: the (TTB.is ;-

.praising themselves. for:acquiring foreign.currency bthuttingm%-i:ﬂi
down:royalties, . the earning.is more important.than the.saving:
Ifrom:theuviewpoiﬁt of the accumulation of- -forign currency.i. The @;ﬁ
reduction of royalty is veryilikely to:-kill:the opportunity. of
importing: excellent technology:.from abroad.:-Thus!the:country:

could lose.axchancevteexport various-industrialvor; consumer;: ;. !

products that might have:been:manufacturedsunder:licensei [{ivw =5y
zzIncotherswords, »such:a policyimay:hinder: the:Philippihesr

from:obtaining:foreign currency and-eventually:from:developihg:i

their.industries as well-as:providing thesemployment: oppors::qiszian
tunities.:This becomes more realistic when:we:consider an: - R
erosiénﬂoﬁapaténtuprqtection:th;oughfthe:GOmpulsorytlicenseysystemi

in itheir.patent i law? =Pleasérrefertosithé:Philippinés: Patent: Law, !

Section 34#+ 357 Es and:Mr.sNishide's Treportsats the:3rd: Committee o

of the AIPPI Tokyo Conference in 1980.
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LUoMilaysia;  Indofieia ‘and Thailand maintainisubstantially ¥

similar’ policy; though"théré is some differencein flexibility: .«

of its practice. Since Singapore respects the principle of

‘free’agreements;’ the” gap between this country:-and the:other ASEAN.:

countries regarding technology transfer 'is supposed to.-expand

The term’ of agréement” it both patent and. know=how

licenses is provideditoibemaximum:5 years‘and it§’extention::-uil;

requires re-evaluation and’registration by the Philippine: ~::°-

-govethment: i In'case’of knbw~how license; no oneé:can obtainrany

approval for>the:renewal:of agreements-withoutoconvincing the i

TTB thatithe'licenseé neédsithe«continual in-flow of advanced:

technique because of"the rapid:technology developmernt,ror:

. that the’term-of 5 yéarsiis too shortﬂtovpﬁrsue highly developed ...

and ‘complicatedtechnology.: Pleaseéirefer to.the TTB Resolution =..’

No. 1B8,:Section 79, dated’Octi 3,:1979. =

Asito.licensingiindustrial pfoperty;rights,itheirorenewar:aQn{

is approved:as-long’as:they remain:valid. ;“Howéver;:the.royalty. .o

rate will beigenerally:reduced atieach renewald .iiy.i= weody o

Trademark: license is 'granted-only whenthe .case:.accompanies

technology: trahsfer’or/brings. about economic merits such-as ithe: -7

obtaining  offoreign: currency andithe promotion of employment.. .

The renewal of.any-existing-trademark:license: s permitted, = :ioud

howeder.::Even’in:thisjcase,; the royalty is kept as lowzadc0:5 s s

to_l%iof&net?saleSqalthoughathefTTB;declaredia flexibkeapplication

' royalts case has exceeded 1%:: ¢
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Moreover, it:is.not -allowed torprohibit a licensee from. .:
using know=how after hiséaéreement-expired;»‘Secrecy“maintenance_pf
can be obligated for further 2:years-from-the. termination, of-an--:-
agreement: /! Thé maximum so. faruis;reported to be:5:.years.after. .

the termination in:case

INDONESTIA .
Next;. Iowouldrlike to-discuss.the situation:in-Indonesiai-i.. o
The Japan and:Indonesia: Economic.Committee. held in; Telyo in

July last year:announced: in:’its commipiguenthat."Matsujire: .. .-

Ikeda, ‘Executive’ Vice President:of-Marubeni Corperation,:-

" pointed to: the impértance-ofnenacting-afpatent,law;invIndonesia,,pm

50 as to ensure-therprotectionsof industrial: property rights.
associated withntechnologyltransfer‘from:abroéduﬂawi-fuily
ﬁgree to his words.:~One of the mést important preblems-in

this country: is-that’a’ patént:law has not: been: established

yet. The governmeiit and judicial.sources admit:that’they have
already drafted a patent 1aw:ahdfarg?studyinguit:nowzvahére-

fore, it will bevenacted:within a few: years. :However;:'Japanese

and US industries should repeatedly request their: legislation
so as'to’accelerate theirrprocedures::
At present,:therdatails:iof the:draft-is:unknown:but:it: =

is said to involve various problems for the futuré. ~Folr wini uwinsd

instance, focds, drugs and chemicals themselves and their

manufacturing processes are unpatentable, and compulsory -

licensé.which weakenes patent protection is provided in-the- Law.

Under7suchfsituation;-presehtﬂteéhnolbgyﬁtransfeiwisemaae;ﬁi;r

only by-know-how-basis.. Until 1973 since.the enactment. of .-
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the Foréign Investment Law:in:1967, loyaltyirate was in..the- :s
rangé of 1 to"10% and. ‘there:was no particular. limit.to the. .
term:of: agreement. However;.the.royalty -after 1974 is maximum...
2% asia*QEneraiféﬁd the'term:of agreement -5 years.- Rovalty pay=. ..
ment exceeding 2% is to’be’made from- the licenseels net -profit:

Since transferred technology is not protected by patent laws
in Indonesia, it is c¢ritical for licensors to secure their:
know-how by themselves. 'The only‘practical scliution would be:
a grant of licnese'to. their own subsidiaries.so-that’they can .
control the: know=how:through:their rights.of management. .
However, tﬁe~investment guidelihes=estabiished-in:Januaryyﬁ19?4:aﬂ;
" cause- to restrict-the possibility. to set: up:a-joint;venture in:.;:. -~
this country;.'The:mainapoints:of the-guidelines.are: . .

1. The:inVvestment:ratio- by indonesiqn stockholders

should: reach:more.:than- 51% within 10~ years-after:
the:establishment or approval iofra:joint wventure... ...
2...'More-than:50% .0f Indoneéian;capital‘shouldpbegowned~
“ by pure-Indonesian; stockholders.:
i35 Partners-ofiany:joint .venture-should-be; pure
Indohesiansi:i:

Such a localization policy-andi undeveloped infrastructure. .

of their:industriesvare‘barriers:to introduce’ advanced -

technology from abroad:

SINGAPORE . ....r i -

....8ingapore,. just.like: Japan, .is;not favoured with natural:

resources,:and: the. country-has.been: positive: and- successful. ..

in introducing féreign c¢apital~and” technology: “The- introducs:
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tion is administered. by.the Economic:Development Board. (EDB) ..
Different from other.ASEAN copntries[,itgnﬁgin role is not to
restrict civilian;activitig;,bgt;to{p;omqtehoqéuggtional_
guidance and educational activities that will for, .:the basis
for inviting advanced:technology. from abread. .

© There is no legal or admimistrative regulations against
the introduction of foreign technclogy and capital. except,

for thdse related to their retail distribution. As a whole,

Singaporg_seems to be.the most.stable and:safe country. for the

capital and technology investment although. its supply: and the .. ...

fixing.rate of. labour is. comparatively low at present. ..

The'iﬁport of foreign technology requires;approval:ofg¢
_Ehe Ministry of Trade‘andﬁIndustry;whosegguidélines:are
outlined asifollows;
1. Royéltyqratequsually ranges from_L\to;S%-;u:_ypx.vu
»2.7. License.and technical:service;sheould -be. incorporated.i:

into a single agreement,

3. The government does not encourage incorporation ofi-7ap"

woreyalty-into-capital. ool ie o
4. . Initial.payment is. not.desirabile.:
5;;'Thegterm;of:agreementsshallrbe;usually‘S;years duringi iy
. --which;licensees are to:digest..the licensed: technology.’

-+ The-yenewal of:agreements-needs-the:Ministry's: approval, =

..and ithe. duration:of the:licensed-patents:is. considered:: .

on - its.renewal. v
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6. "Tf the licensed paténts sutvive the:‘term of licénse
agreements, licensors must make the patents available 7
for'‘lIicensees even after the expiration’of the

" agreementsi
7. 1In case of know-how, secrecy obligation'shall not
““‘exceed  the term of agreement.’

8. Governing laws- shall:be -Malaysian: laws.:V

Ay vou will see in the guidelines, know-how is not-highly"
'évaluatéa-infthisﬁcountryﬁsiﬁilarly'tb other developing countries:
The government’ people as well as their legal counsels think'it

difficult to work out effective legal measures toc prevent

licensee's employees from using licensed know-how after they' '
moved into other ‘company.’:

Under such circumstances; transfer 'of know-how to dny parky "
‘but licensor's subsidiaries, employees' access to know=how “#ii. il
shold be strictly limited, and labour management:shculd-be -:

carefully controlled:toi prévent: its disclosure to'any outsiders.

THAILAND: -

In Thailand there is no written guidelines' for‘the approval
of license agreements. However; the/Board of Investment: {BOT)
which:is:din charge of’ thisi matter:seems to:refer to "the Code:
of Conduct" as:a basis. for their judgement.:: Generally, ‘royalty

‘rate:ofm3tt0iS%aandwtheitérmuof“agreement-for?3't0ﬂ8=years'are

compared with other countries like the Philippines:and-Mayaysia

but technology itself is not always highly evaluated. For example,
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we see-their.Patenthaw-enactedgingseptembeﬁ,;1973,h;5,n9t
protected patentees. as.much. as expected... . .-

+..Incidentally, the. government .authorities. consider that . .
" know-how' becomes public: knowledge after ‘about: 5.years......

‘Anyway, much stronger legal protection on patents and |

know~how:'is desirable: here:in:order: to promote .the import.of -
foreign technelogies...: :
CONCLUSION:

:In ‘develdoping countries, to regulate;technology;transﬁggﬁch“
has 3 main: purposes. - Firstly to select and approve the .. ....... -

technology necessary for the-industrial;devalopment;ofqeaCh;;“

counth}3seéondlyfté’réaucéithé.cost”of‘téﬁhﬁbldgy-intfd&ﬁCtiOn
to save foréign’currency; and thirdly té watch and’ eliminate” -
festrictiﬁéideihéés'ﬁrééﬁiééé.ﬁ R
Meanwhil@:"licensors* altimate objéCti%é*éf*iiEéthﬁg‘ié”ffﬁ”‘
nothing but" 6" gét finaRtial’ meri€s” 1A variols aspests."" sifoe 0
such merits include not only recéiving” royalty but’alee
purchasing“bf*seiiiﬁdwenef§9¥jraW“méEéfiaié*éna”béf%Si:6}fj*ﬂ”"“ v
colleéﬁingTdividéh&é?fibm“théirféﬁbsi&iariés;7Eébhhblﬁg& t¥ansfer ¥

will s€illiexist éven'if itd’ evaluation®is not high encugh in * (7

-

the ASEAN cotntries.  However) they’ should Fecoghize’ that thdiy i "

unreasonably low &valuatidn 45 well“a§ their policy’ tb“save *

foreign cirrency t6be paid 48 royalty hive been killing €he ™ "
opporﬁﬁﬁfﬁfe§‘6£5invifin§JeXéeiiéﬁﬁﬂtééﬁﬁOIOQiéé“ffémﬁaﬂraéﬁf;ﬂf”;ﬁ

ﬁfmﬁriﬁﬁ - Thus, they are losing the precicus chances to improve their own

technical standard and to earn foreign currency by exporting the

products manufactured by utilizing suitable foreign technology.
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In consideration ofithe past:examples:ofi-the:technology «::
transfer in these countries,ulfadmititheﬁnecessiEyLofHregulatf”a;Js
ing restrictiveé business' practice. ' However, especially, know-how
should be properly protected 'so'longias it:has its proprietary-....:

—vélue.,
AIso;3aska patent system plays -an important!role: to: promote : .

technology exchanges, it is an urgent task for«t@ose%coﬂntriesbvgm%

1ike Indonesia to establish the system. At the same time, other

éountries which already have'théi; own patent system shouldi z: "7

reconsider -and reinforce the protection:of: patent. rights. .so as

to encourage#fhe#patent”applicationkofuéxceilent-inventions~:

and international ‘technology ‘exchanges
..To: promote; technology: transfer to,the developing.countries,..

it is also important to.give propér.education.to the people . ..
there so that they may acquire encugh ébi;iFYﬂFoﬁdigeﬁPﬁaﬂﬁgj;gwﬁ,an
utilize imported technologies. The governments of advanced..
~countries;as well as their private:industries.could.train.
‘technical experts.and leaders by sending:thelr own experts.or.
government and.enterprises. have begun;to.make-efforts. for such.; ..
purposes recently. Nevertheless, technigal experts trained in.
- Japap are still not given.proper places for their activity. .-

It is desirable, that more and more technolegy should.be......,
transferred so that these people may be given opportunities to... .-

contribute the industrial development in, the developing.countries..
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Summary Table on Effects of:TTB~Reguiati@nuonLTechnologyni
Transfer Arrangements: {221 wcontracts-approved:and reégistered

with:tHe ‘Boardds of -December-31;-1980) -~

Total estimated foreign exchange savings

(This figure represents estimated

as a result of reduction of technology

payments in contracts and does not

include possible! foreign:exchange . ::i..
savings from import substitution due

to the localimanufacturesof:certain:
I products) ——mmmmm e mmm $77 383:,930.96

Estimated Annual Foreign EXchangen?"'”

" Savings per:contract {221)= $152 A07.13 .

Estimated Annual ForeignhExchéngeﬂf“:

’Savings per contract with
"reduced payments (l22)———-—¥44+¥%;$291 184502 -

Total Estimated Foreign Exchange

"Earnings for 5 years:from! prOJected
exports-——i-ee—=;LE+J=—4=¥L~¥?4+—*$728 609 329.60

Annual Estimated Foreign Exchange®mi s i
“Earnings from projectedexports-+-$145.721.865.92

Average Annual Fotréeign Exthahge:!
Earnings’ petr exporting Fikw(87)=>~$5;842;153.55

Average Annual: Employment Lévelwt~al

Total Estimated’tax Revernudes: Accruing
to the Governmeiit:‘for! 5lyears(207) <= #7298

! (representing withholding taxes '+:i°
paid by licensor)-------——--——---->—- pP462,181,444.19
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19.

12.
13.

14.

15,

i« Restriction on. patent grants

i technical. information. after contract, .

Tdoes not infr

Annual ‘Estimated. .Tax:Revenué: to .
: The Government:. (represent.withholding -
= : FewmmaP92; 436 28884

Restrictive Business- Practices - ..

Post-termination restriction.on use;

Do knowmhow - e 48

Export Restriction : 44
Royalty free grantback: ... .o~ izoovss LooLl90 540

: Restriction on application. of technology. 9

Tied-in provision - 18
Sole Liability of:ILicensee: on .=
infringement suit - oaiman e g e 220

0 No: warranty- provision: i [ ooy oo 14

No access by licensee to licensor's:
1mprovements Sensarinad Tno et et o 2aaom
Exclusive, rlghts by llcensor ever:

-q_lgcensee}s“patentedmorwpatentableu_mc«~~m

improvements ' 4
Minimum payments. .. :.n s oo Coocag el L6ogas

Restriction on competitive business 11

Restriction on use; of:nen-patented:. ...

termination ' -2
Restriction. to use, rights and: licenses: .

in case of early termination 7

Guarantee that licensor's: patents e

patent rights.. .-




Other Prowvisions Required:for:Inclusion/Modifiqationw

1. Duraticon in excess of 5 years 30
2. Automatic Renewal = ¢ R A
3.7 Bubmission. of undertaking.on use 0f. ...

. local raw materlals;“ . : 10

*Phlllpplne w1thhold1ng taxes o

'licénsor's acdount -
5. =:Philippines laws:to: govern contract : o=i .
- rucinterpretation . x N T TIPS
' 6. Royalty payments cover 1mported ".   J “':_“
" products ' R T
77" Arbitration”uhder ICC/PHilippine «:«@& o,
[ law and the. Philippines.or any ..
o :neutral country as venue d~‘27
8;” Use of local- value added :JTH o fff"méé

9. Reduction of technician's fee SRS AR

10 Prior. approval ‘on entry-of forelgm sy
c.ootechnielans . o Lo oL 220

;lf'jRestrlctlon to contest llcensor 'S ' N o

Lo Mpatents : O MIATER ST s e 2‘3' )

12, "Redefinition of Net Sales/Vet e selilapla’

2« Forelgn Exchange Earnings to -

. .. conform w1th TTB deflnltlon S o3z
;3; Disclosures of improvements made
':w“”by Ticénsee “to 1idéndor GAder” an’

ik agread fee luws suwasd wmeanifrovsiobassaol@ BY gass s
{;Qﬂh_Contlnued use by llcensor of llcen— imer Bt e ‘MLW;E&_,m

see's 1mprovements after contract

termlnatlon

15. Restriction on sales volume of

products ' 4
16. Restriction on use of technology

fjjaﬁg . in licensee's undertaking to
' engage in the activity 1
17. Prohibition te¢ question Galidity of

licensor's patents

18. Licensor to determine selling price 1
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GOVERNMENT - PATENT "POLICY. ‘=" ITS  IMPACT ON" INNOVATION . .=

Richard L. Donaldson

Many analysts believe that the.siuaétsgfq;‘ﬁ;;eéogémy io
large measure has resulted ‘from the failureof Americani:industry
to keep pace w1th the 1ncreased product1v1ty of our forelgn
competitors. 1 This decrease of U S product1v1ty 15 correlated
with a significant decllneﬁrn”totai-U“S-expendltureshfor'research
and development sinoe 1970,2 Slnce the prlmary meahs of" 1mprov1ng
productivity lies in the creatlon of new technologles =the need
for increasing innovation in the U. .§..is manlfeat One
. technigue, of course, would be?to-significantly*lncrease-the level

-of R&D funding; aaother alternative‘{sfto‘ﬁatefbetterﬁﬁseﬁof the
- results of current R&D. S e e ’
. In this latter regard, =it is.very.disturbing to. note that
patents resultino’from U. S. Government flnanced research Tarely
find their’ way to the commerc1al market in. the form of new
products. The significance of this. . is placed into perspectlve
‘"when you con51der the fact that' the United States Government
finances approx1mately 50% of the research carrled on 1n the
._Unlted States, an amount totalllng almost $30 bllllon per year'3
More _than 28 thousand inventions have resultedffromrsuch
Government sponsored programs and only about 5% of the 28 thousand

inventions have been commer01allzed 4
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2 Astwilk berdistussed i in ‘more detail later S thés Government

retains title 'to ‘many:of these ‘irventions; accordinglyy a’ licensei:
from ‘the Goverrnment is requiredito bring ‘thHe inventioch térthes ™

market' ‘However; ‘the’ Governient ‘Polieyion Eicensing their:patentgi~

has . itsiownisetio
‘have dvary ing po 1 1c ‘i'-e:s W
the £ @if ferent divisions. ! Thus, ‘Companiés who.want to use such:
inventions must ‘be prepared to deal withvat least: 26 different..
sets Of ‘Gévernment agency regulationsiiIn additionvtd having to::

copé With thi's myriad“of régulations, ‘thé ‘préspeéctive manufacturer::

undér a government-owned patént sti¥l has-a-more’ formidable ‘hurdle’’

to clear; that hurdle is the government ‘policy of reétaiming:

ownérship &f patents’ resil€ing: from government: financed RiD}!and
gréﬁtiri'g' ‘non-exclusive licenses to those whowantitoruse'the:.

inventicons (ifcludirg thé: contractor who 'madethe invention ‘with «

goVsrnment- funding )

IR many ‘situdatiens, ‘particularly foriemall busihesses, ‘notil

owning an éxclusive right ‘to'market the“inventicn presentsis

an’ insirmountable Probiém” in’ seéuring’ the necessary risk’ capital’™
to develop the product. It i¥ ‘H6 SuPp¥ise that few: of stheiw
government ‘Swned ‘ifventions ‘dre- ever "liéénsed. Failute to.

effectively commercialize thése inventions“surely has 'a ‘negativei-

impatt”on” U, 8% " productivity and innovationyi":
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“The decline in-U. S5:: productivity and: innovation:was

addressed by President Carter-in-1978....The President .created: a ..
Special ‘Advisory Committee consisting of more than 150, senior..:
-representatives frbm«the industrial, public:interest, labor, .
scientific..and academic jcommunities. . The Committee.:charter was .to .:
study ‘all the-areas in which federal Government peclicy . impacts on..
productiwvity and-innovation.: TheACommittee:neport placed. special .
emphasis on the role :0f the patentﬁsystemgand,tﬁeﬁpatentLpolipy,

reqarding'Government.fundedwfeseaqch in-prometing -industrial .-
inhovatiohﬁa¢Recommendatiqnsgfromwthis'cgmmit;eehwengriﬁqqrpogqtgq,?

into,a Bill.HR-6933.vhich, in turn, after a Senate amendment, was

‘enacted into law as PL.96-517.. ... .

conIncitssorniginal -form, the-proposed.legislation HR 6933...
inbludedfafthreerprpng=thrust¢t0vSPUIJinnDVatiQHx»xFirSPr;??r;
provided for.re-examination to:strengthen inventor confidence in.;

the certainty of patent rights. Secondly, it provided.for. a new. .

fee -structure. to strengthen the financial resources of .the.Patent

‘Office. . Finally, it sought :to. replace t:,h:.ei_ 26 different agency

‘policies on vesting. of patent.rights.in Govermment. funded research .

with:asingle uniform -national policy. . .. .. ..

It.is this latter thrust, the uniform federal.patent policy. .
that I:will .concentrate on during, the remainder.of my time. . The
original proposal to replace the.26 agency. policies with a single .

“national policy was successful only with respect to small

—372~




businesses. and non-profit.contractors. .Other contractors are.,
still governed by .previous.agency.policies.> Further, even thougw
the uniform policy regarding large businesses was deleted in a. .

compromise .with.the Senate, there. is .still a perceived need.for -

and legislati

.such a-policy with respe

now PendiDG‘iD:tbetﬁousewandgsénate,toﬁé#oyidg?gpph:prptggtiop;_.“ru
-Before .explaining .the.new.procedures related, to the single -
uniform government.patent policy,. I would: like first to br 1eflf
cover-existing.Government agency patent policies and how they work
in.practice, both:with respect to sﬁéilabvsiﬁassﬁs\3F¢y°9933?9?4t5ﬁ
organizaxiopsgand,also:yith%:espectﬁtgxla;ggﬁpusigg§§esﬁﬁ_iﬁthinh_\
that this will.clarify the.often conflicting policies of the..
Government: with: respect-to vesting of patent,;;ghtsnand;highliqbp_

the: difficulty in dealing with.the Government on these issues. ...

:~.nThe most.comprehensive. promulgation .of .the .government patent..

policy, was set forth:by President.Kennedy, and later modified bv..
President Nixon.7 .- 0 wriiiao o ow oo ao L L 1;}
. As. explained..in the P;ggideqt{ﬁﬂgpatementhighg,baaicqpql;g%?
of the Governme nt .i's: to secure.principle.or exclusive .right 5
throughout. the.world toiinve n tions  made under scontracts calling..
for ‘research ori:development;: the.-contractor typically.would .

receiives a’ non-exclusive: Iicensei.; I -certain .exceptionalw

circumstances, the contractdr;can@acguineag;qa;g:;;@gh&g,ﬁ

includings title-tosinventions. :Also, where -the .contract:ig-in a
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£161d of technology where £he”contractor Has' acquiréd technical ™
competence, theh the Gontractor would normally ‘acqdire’ title o s
inventionst 875 #Fv Hemisnizun wuaol ogosbosssy ysiion mrolisy el 2
“imhe  President's statement 6F poTiey “governs ¥i Frtheus
c_oﬁ:tr"é*c ting” agency does’nof have An“official ipolié&y.~ In practice,”
most of thé Government Hgehcies have’their dwnispsciticipolicies
that’ provide title toinvention’ vests“in “the "Govérnmient inless a
waiver fs'gr ahted.  ck iteria for'granting & waiver; however; .
varies widely Erom agehcy o ‘agency. “For example; the Department
of Defense will typically grant sich™a waiver if the contractor '
can’ ehow' any’ ‘Commercialization at all”relating to thet ihvention: ™

The Department of Energy has'a much ‘more’restrictivelpolicy ‘thati:

requ {fés the'‘contractor 't o prove'he has made-a gignificant:
contribition ‘to the  fanding “in’ érde¥: to gualify for:the waiver.. -
The' Department ‘of Energy ‘uses 13 tests) to’ determine whether or’not

to'"grant ‘a ‘Fequest for an ‘advahce’ waiveri9 “Ifian’ advance waiver
cannot be obtainéd , it is possible to reguest a ‘waiver ‘on’ar:

' case-by-case Basis. PTf the ‘cOntractor ¢an show hé has'a better

chancé of commercializing the® 1 hvéntion “than’ the ‘governmernt,: the -
waiver "is" Tikely "to bé granted.10 <. I+ should ‘be noteéd, however,
‘that ‘thHe ‘practice’ of ‘seeking ‘patent rights through:case-by-case.:
waliver reg uj’e*-'s s ‘subjects the:icontractor: to: definitewrisks-:
regatding futtre licensingiopportunitiess -

“i1s - id apparent ‘that whenidealing with a Governmental .agency::
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to-;:get- & walve

on. a.regearch contract;: the! contractor: must: make .a special effort:
in order torretain: ;'t:-i;:t:-l e:to;:inventions: made :under: the .contract. .
This:requires a..patent staff familiar%mithaeovernment1pplicies and

waiver:procedures:.and: even: then.in.many; cases, .it is . not.possibile

from he. agency-_x

different: anhd:.oftenvconflicting.waiver iprocedures. were primary:-:

The large number of - different- agency regulatlons, and- the -

reasons: behind: the: new. Tegislation:. .Congress -believed - .that .the

myriad ~,=of_ government -agency regulations: played-a signifiicant-role..
in- the .inabili ty ofzthe: Federal agencies to:deliver .new .inventions .
fromthe, research: and development programs..to the.market place.
Congress:cited :a- major -cause .of ;this faildre as an ineffective;

patent -poliey. regarding ownership -of - potentially impo;iant;

i

discoveries), and: from its invéstigation,-concluded that: the

needed stosdevelop::and:;-commercialize ‘newiproducts. than is.afforded

‘private -sector: needs more:protection for:the time:and effort:

by non=-exclusive :licenses.» /This:formed:i the basis: for. the:

provision;of:a;single;unifqrmﬁnatipnalﬁpolicykin,thexo;iqinakq

version:-of the: legislation that was .subsequently enacted.as PBL.

96~517.%:For:reasons I will. not(dwell upon ‘here, the: :Senate: would;

not . go.alongi'with:abolishingvall: ofisthe agency :régulatioms im" . ..

favor-of va‘singkepatent policys A’ compromise was reached;

howgver, whlch ‘provided 'the ‘single policy for smalkl’ bu51nessesﬂ
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since there was ‘a ;persuasive ‘showihg:that: they:had a particulariy:

difficult time in’ dealing ‘with:thé different agency rules.:

Dl TherLegislative history of “PL 96-517 shows ‘that undér:”

existing“agency ‘procedures,” big-businesses ‘could often negotiate &:i-

waiver and thereby retain title, while small- businesses were

fdfée&*to*écéébt“a“cbntractfohﬁéltékélitfor»léave—itwbasis.ll

Further, it was ‘determined that*many ;of:the Governmental: agencies: -
ifthe ‘past 1ad routinelyiréguired small Firms: to grant -licenses::

on ‘background ‘paténts @s’ & 'condition ‘to receiving a contract::

calling  for ‘resedarchi 12 Asiatconsequence’, ‘small ibusinesses:

avoided Government funded research; ‘participating in:only-about:

3.4% “6f ‘such funding.13 ' “This ‘was'‘thought to ‘have ‘an’ even more:’

significant adverse -impact ‘on ‘innovation in:view of the! fact ‘that:u

scﬁe-studiessﬁavewshOwnxthatasmallfbusinQSSQS'produce 24 -times as:
many major ihnovations per ‘research:dollar.as large firmssldoooioun
-?fﬁ'ﬂnoﬁheﬁ problem ‘considered crucial by:Congress:telates ‘to-:the::
_difficuﬂtyubeémail“busineésés*in commercializing: an -invention..”

For''example; ‘“to ‘develép~an -inventionit: has- beéniestimated that iti

will reguiré at least 10:times the expense’ as' the iinmitial research: -

fundingﬁngufthéf,.aS'pbinted:butﬁpréviOUSIy,'it?iszvery:difficu1t?¥

for small :Businesses to obtain:thé:necessary.risk capital without- .

havingstitle.to:the invention. - This point was highlighted :by::

testimony: before :the Science .and:Technology Committee where it.was..

pointed out that according to NASA representatives, contractors
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whqﬁwe:e;pe;mipted‘spmé;fprm of_egclqs;ye-rigﬁts:to'thé_iqqutions
achieved: commercial .application at.a rate.approximately 20 times,:
greater than that achieved where the agency did not gjﬁntrg
exclusive -rights. .In addition,.a study by,thg-ﬁarb:idgg;ﬂousg on

commercialization-of: Govermnment:financed research indigatgdnthat,ﬁ

il
i

P R VP AP S STV

gove:nméﬁtgsupported iﬁ;éhtiqnsiwefeﬁu;}lizg@lg;zg;féﬁe,pﬁ?;?%y
across-all:agencies but that tneﬁpqte.dquhlg@.wheq”exq;ggiye_
rights were.left with~the_comme;c;aiTgon;raqupj}?ﬁg

= ;Recognizing ;he'criticalgimP9:t3n¢Emoﬁ:Feﬁtiﬂs,%xciéséyau
rights.in the contractor.and-further recognizing.the special needs. .
ofsmall.businesses and non-profit organizations, Congress ..
concentrated.on securing a.uniform patent policy that provided.
exclusive.rights to.small businesses.and. non-profit organizations. .

These provisions-are:included in PL 96-517. .
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CUrurning now specifically t6 BL796-517;% I 'wouldslike €&

discuss some of the ‘sighificant prévisions of the:Federal Patent .

Policy.

' Thé*fegfélééioh is’ désignéd ‘to promoté the util¥izition -and -
commercialization of inventions 'madé with the Goverfimént's support
to encourage participation of smaller Eirms in the“Governmernt -
research and "evelopnent ‘Prodess’and to promste increaseds

cooperation and corroboration”between ‘thé nonprofit and commercial :

sectors: “'Tt i's helieved hy Cangress that these changes in‘ithe

Government ‘Patent Policy will”lead  to  greater productivity in’the &

U.8., create economic growth, make Goveinméht tesearch:and

development conttacting’ moré’competitive and stimulate“a greater’
return on’ the research funds expended each year by the Government.: :

‘The new patent rights policy provisions ofipublie¢ law 96-517.°

‘are set out in a new Chapter 38 under Title 35 of the United
‘States Code, Sections 200 ~ 211. 1In summary, under this new

legislation, small businesses, universities and nonprofit

organizations can take title to patentable inventions arising out

of Government financed research contracts under certain specific
conditions as outlined below:
1. They gqualify as a small business or nonpreofit

organization inaccordance with the legislation;16
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_made, the contractor takes three steps. First, he mu=s

1:i24i= The.dinventions:to. which they can take title .are.those::
which ‘are:‘conceived or first actuallyireduced:to practice.pivsuant. -
to ra’ Government’ financed research project;17 -

© 30" TRAt Within a reasbnable’ timé, afterthe.

it 't the Federal "agency; secondly,” hemust:  eléct toiretdin title;

~and ‘thirdly, he'must file the ‘patert application:dn the:invention::

within ‘a reasondble period of time,: Otherwise, the agency iwill: -
take title.18" " .

‘4.5 THe agendy retains'a nonexclusi ve “royaltyzfree, ‘4
irrevscsble, nontiinsferrablel license 'to practice ithe invention:
thréughbuty the world;19- |

©i175.7% The ‘Govérnment can award patént rights to the individual
inventor if the contractor does not elect to retain title. 20:

Togs 4 The''confractor -Way 'be ‘reguiirdd by the agency to grant

1i¢eﬁsé*ﬁights?in*any field :of use toiaresponsible licensee=u: o

B " ito"achieve: pragtical utilization’ of “therinventiontwithin -

29 reasonableé -timeframes ot

“iiviito- alliévate health or safety needs, ‘etey  ‘Thege vwwoh o

“harchein’ firights must’ bejust i fied by ‘the! ‘agency #e¥ o

*i70#% Thie ‘contractor: who ‘elects “to ‘retain "title pursuant to”

this~ “Iégi'station must ‘dgree: that the products:using “the invention:

willi be' madein/ithe United 'States . i He can, ‘however ; obtaim:ab

waiver ‘of’ this ‘requirement “under a ‘showing ‘that rreasonable but

~i37=



unsuccessful efforts have been made to: grant ‘licenses: of similar

'teimSHto potential: licensees that would be likely .to.manufacture ..

substantially‘in thE;Hnitgﬁ;States]ofmthatgunderuthech
'circumstances,_ﬁomestic manufacturgd;s:ngt;gomme;ciaily
feasible..22 ‘

8. -Thete is: also; provision-for confidentiality of the.
contractorls;planrfor:utilization_oﬁ;theqinwen;@op,,~It:-
specifically being pointed outwthat:this;informatipn_is,nqt;
subject to the freedom of information act disclosure.Z23:

.=uAnother.specific .aspect of;the;iegislatipn is :that :the
contriactor wiii4notwbeg¢egui£ed-to;11censg;§aqur9un§19§Penﬁs,;
unless a provision has been approved by the head: of.-the-agency-and.::
a written- Justification h as: been.signed by -the head of :the
agency, 24

s Inosummary the newslegislatien, PL -86=517 provides small
businesseSTorﬂ‘noneprofituorganization'mote protection :for the
time ::}and ~effort needed: to develop: and: commercialize .new:products
"by giving them the right to take title..to,:inventions..arising out
of Government: financed .research and development:contracts. provided
they meet the .specified provi sions: of the: legislation.. .This is in
direct:comt;ast;towpast~Fedenal<patentyppligigspwhich;require
éonEractoerto;allow;thegfupdEng&agﬁncygtp“own any:.patentable.
dichWEries;madequnde;greﬁearchﬁand-develcpmentssuppo:tedabyithé;;

Federal:Government sunless the .contractor.could successfully.,

—380—




s,

e e o A o e

_specifically will éncourage parti

complete the lengthy waiver “prodedires justifying why patent
rights ‘should bé 1eft to the 1nvent0r. It 1s belleved that this.

change in the Federal patent pollcy w1ll promote ut1llzat10n and

'commerc1allzat10n of inventions made w1th Government support and

ipation ‘o

Government R&D process and oromote increased” cooperatlon and
corfoboration between ‘the nonprofit and commercral sectors. It is-*
alse believed that the new Federal Patent POllCY w111 stem the .
steady decline in the number of patentable 1nventlons made underh
federally supported research and that the resultlng 1ncreasedjg
technolog1cal ‘Innovation w1ll prOV1de ‘a p051t1ve 1nfluence on the‘l

nation's economic growth.

~381=
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" public Law 96 517, "35 ysc 210¢b)
THR 4564, sies7” e

REFERENCES -

‘= Report .of.ithe President's Advisory. Committee. on,

Industrlal Innovatlon, September 1979

Sc1ence Indlcators, Natlonal 501ence Board IQ?G;Jﬁhu
--108=-115,: CaTee i abig et o ea s
Legisliatives; History Public Law.96-517 U.5.. Code. ..
Congressional and Administrative News, 96th Congress{”
. :2nd, Session 1980, p. 6488. .. . e

.Comments of .Senator :Dole,-Congressional Record - Senate,
: November 20, 1980

ﬁPre51dent1a1 Documents, Title 3 - Thé Presidents =

+Memorandum :of .August 23, 1971, "Government Patent .
Policy ™ 7 e RESRE A EA L AT e
Ibid.

The 13 tests are set forth in 41 CFR 9-9.109-6{b)} as
follows:s .

"{1) The extend to which the participation of the
contractor will expedite the attainment of the

- purposes of the program;

"{2) The extent to which a waiver of all or any part of
such rights in any or all fields of technology is needed
to secure the participation of the particular
contractor;

"(3) The extent to which the work toc be performed under
the contract is useful in the production or
utilization of special nuclear material or atomic
energy;

"{4) The extent to which the contractor's commercial

position may expedite utilization of the research,
development, and demonstration program results;
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10.

11.

12.

13.

.o +03). - The extent to which the Government has contributed ..
to the field of: technology to be funded under the -

contract;

gg"(s) The purpose and nature of the contract,'h
.,1ncludlng the intended use, of the results developed

thereunder-”

"(7) The extent to which the contractor has made or

wol-felodeomak-e-gid-bs fanti-dlinveéstmentoofifinancia Lowrr i

resources or technology developed at the contractor's

private expense which will directly benefit:the work to.-

be performed under the contract;

"(8) The extent to which the field of technology to be

funded under the contract has been ‘developed at the’ s’ '

contractor's private expense;

"{9) ‘The extent to which the Government intends to

further develop to the point of commerc1al utilizgations o

the results of the contract effort;

"{10) The extent to which the contradtdobjébEEVes are

concerned with the public health;’ publici .safety, or:.:

public welfare;

"(11) ‘The likely effect of the waiver on competition
and market concentyration:

"(12) In the case of a nonprofit educational.
institution, the extent to which such institution has a
technoleogy transfer capability and program approved by
the Head of the Agency or designee as being consistent
with the applicable policies of this section; and

"(13) The small business status of the. contractor.,"

41 CFR 9-9.109-6(c) -

Comments, Representative Smith of Iowa, Congressional

- Record - House, November 17, 1980.

Comments, Representative Smith, Iowa, Congressional
Record - House, November 17, 1980.

Government Patent Policy - Hearings before the
Subcommittee on Domestic and International Planning and
Analysis of the Committee on Science and Technology, U.
5. House of Representatives, %4th Congress, 2nd Session,
September 23, 27, 9, October 1, 1976, pp. 896, 897,
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14;jf'sqfﬁComments = Representatlve Smlth of Iowa, Congr9591onal

"“Record - House, November 17, 1980.

15,

16,
R

18.7

19,

20,

21,

22,
23.

‘24,7

_35stc5201 202   '?

’35~USC“202(C)

35.usc 202(d) ...

35 USC 205

35LﬁSc2202(f)

Congressional Record - House, November 17 198¢ -

'"";;*comments of Representative Bréwn: of California) "Chairman

of " the ‘Science Research and- Technology‘gubcommlptee

‘35“USC_201

© 35 USC 202(c) (4)

‘usc 203

usc-204 .
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' thlS Commlttee.‘““

-Preface-::

The positive introduction of technoiogy from advanced
countries has: brought Japan -to a technological level.equal

to.the: advanced .countries. . However, it will be.difficult

o @y unllaterallyflntroduce -technology-from-overseas -in-the—

- future unless. Japan..also- has. some . technology to offer in
iw.return. Therefore, independent technological development
has.been advocated in .Japan.in recent years.and the.

Government has worked out some :measures . to promote.tech-

-nology. to cope; with the increasing competition in.techno-

:nlogical development under -the.slkogan, . 7the.state .on the

basis. of tGChnOlOgY"- St el T e e
There have been.criticisms against the measures .adopted
by: the.Government in terms .of the partnership :between

;Government:andwpeopleetwAs:shownminfthegattache@;taples

and: development expenses: in.Japan ;is:.27%%, ;which is:far
‘lower,-than;:that -in Europe :and :America, which averages
- approximately 50%.: . Moreover,: how the.achieved results
(patents, etc.) of research and.development :financed iby

ssthe. Government .are handled .is: not always in the bés

Anterest of .the private. company .congerned:because ‘it .is
not: very. well. protected, which will be d;scussed later.
%ThiSuﬂPQHmﬁptwiﬁtEQQPFQSﬁFh%)QPFFEQExﬁiFPQFiQQ;iPﬁJQPan
concerning how -the; achieved results .of.the.Government-
financed technological development egeQQQleeQQwithﬁg

respect to the llcen31ng problem, whlch lS the task of
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I. Outline of Government Contributions to R & D and Handling’ g

of Results of R & D
“niiMedglires ‘promotéd By the Government ‘for technological-
‘" “research and development by private companies-include’

Y granting “subsidies ‘for' reserarch*and:-development, favor- -

- able ‘tax bénefits to ‘compensate for ‘the cost of research
End  development ‘and “installation’ of eguipment, and’ special
meaSﬁrééffdr=finahciﬁgfthéfcbmmerCializatibniof:newam:

" '"téchnology and ‘new products. i
“U0R the dtﬁéffﬁaﬁd? thé”Govérhmehf can ‘enter into‘contract

" for reseéarch ‘and -developmént with private companie&, which

is another form of Government contribution’to reasearch
Liand development by private cofipanies’

Génerally; Government participation in'technological
“-reséarch “and ‘development by private ‘companies: from the

fohgtandpoint of ‘fund‘shdring ‘dan be roughly divided into the

“fypés listed below i(see: the ‘attached tables)’ dnd the:

achieved results: are ‘handled ‘dccording to' each!type of
_fpérﬁicipationfthouéh*thénefmay%béislight differences‘in
-individual ‘R-& D-cases.: |

Sinéé.the objecfive'Of“thisidbédmentﬁis-tofrepdrtﬁonﬁfhe
&iaéhievedrresﬁltsﬂof:tecnnolbgicaiwdévelopméﬁt'inﬂwhibh the
“Government ‘has participated, descriptions of special
“'fihancial measures; ‘such’ as 'favorable ‘tax benefits and

“financing the ‘mere ‘commércialization''of ‘hew ‘technoloygy

(1)  Promoting research and development‘th;ogéh‘gpggping

subsidies
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By granting siubsidies, ‘the ‘Government:.can promote

“ research and-deveélopment proiects by private .

! campanies. - Available Government subsidies include

the following,-

Mlnlstry of Internatlonal Trade and Industry

{MITI): "Sub31dy for 1mportant technlcal
_research and development" (Budget for flscal
Hl1980 % ¥2 700 mllllon)
.ﬁMITI-“ "SubSLdy for technlcal research and :h
‘;hlmprovement" (Budget for flscal 1980 e ¥l OOG
| Mlnlstry of Health and Welfare'hh“Sub51dy for

screntlflc testlng and research" (Budget for

LA

‘_flscal 1980 = ¥7 100 mllllon)

_ Mlnlstry of Transport. “Sub51dy for sc1ent1f1c
technlcal appllcatlon research“ (Budget for(_

Llsu&l 1980 # ¥180 mllllon)

V_The achleved results of a research and development

pro;ect subsrdlzed by the Government belong‘to the

private company concerned and the company may utlllze

‘ .them freely, 31nce the progect was managed by the
"company and the Government subsrdy only covered part
.o the total cost.erowever, lf the pro;ect is in

'the publlc rnterest, such as env1ronmenta1 protectlon

the subsrdlzed companj must grant a llcense to a

.xwthlrd party as rnstructed by the Government.,_

‘thn the other hand, when the research and development

was successful the subsldlzed company is llable to

refund to the Government all or part of the subsrdy

~d5-



(2)

:::whlch are sponsored by MITI.'“:)

saccording. to-the amount..of profit made through .:

utilization, of the results.. Government, approval is

‘also irequired for disposing .of:any equipment;acquired

with the subsidy.

Government supported research and development under—
taken by prlvate companles o | "

In thlS case, the Government enters lnto contract for
research and development w1th pravate companles and
bears all expenses requlred to achleve the desrgnated
research goals,'and the contractlng company tnder—
takes the research and development u51ng the Govern—

ment grant. Th1s method is adopted for hlghly

lmportant technologlcal development pro;ects from the

standpolnt of natlonal 1nterest. Typlcal examples

”‘are the NatlonalResearchand Development Program

-(known as the Large Scale Project" budget for fiscal

1980 = ¥11.4 bllllon) and the New Energy Technlcal

wjDevelopn'Lent System (known as the ‘Sunshine PrOJect.

""”budget ‘for FisGal 1980 < ¥3,200 m:l.lllon) . both Of

nSlnCE the Government bears all expenses requlred for

h%research and development, the achleved results belonq
'to the Government and the contractlng company has to

”lpay royaltles when utlllZlng them because the ach1ev~

ed results are natlonal property

= corporatlon of Japan and the Smaller Enterprlse'

‘1;.’
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.. Promotion Trade Association, which are treated as
Government. . agencies._ In this .case, the achleved
‘.results of the research and development may be owned

. Jointly.by. the principal and the contractor, or. the

.license when.th

contractor may . be granted fre

Ta;prlnc1pal takes over the achleved results.iiihatﬂfs:wmm
ﬁhandlingmtne aohleved resu}.___tsq.n.thls_case_frsfrather=

;. flexible if there are no restrictions imposed.on

Government property..

(3) " Re: arch and development SPOHSOIEd by prlvate"

“companles o o
TIn contrast to the examples glven in ltem (2) above,

private companles may sometlmes bear all or part of

research costs and sponsor research and development

by a Government research lnstltute Dr a natlonal
. university, which ds also a kind of Government:parti-
.cipation, in technological development for private. . ;
.;qu99m9a9i§5:yi;nﬁth%§f9§$§’ unllke the regearch and - ..
~y§evs}°Pmaa?;bzwcoatrassgdeassibed=insitsasﬁe)%abqysu
...the achieved results do.not: belong. to:the private..::
*;véompany Whichabeaeaxthe«costew‘butsﬁegtheneessarch;w;
institute (the Government). The company as a sponsor

is only glven preference in use of the achleved

results.‘ o

{4) Joint research and development

Sometimes a national research institute and a prlvate

company share expenses and both supply researchers to

:‘hwork elther ]01ntly or separately on a common prOJect.
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“he achieved resulis are handled on a case-by-case
bagis. Tﬁéy_méyybé”dﬁned“by'bﬁe:parfy?bf:bﬁﬁéd“
‘Tjoihtlyﬁby:Béthnééftiéé} %ékihérintb consideration
" tHe amount of mofey and personnel contributed. If it
is decided ‘that bnly'bﬁé”ﬁarfﬁféhoﬁid own the achiev-

‘ed results, the other party is ‘given'a preférential

i K

{

S
-
I
1
& .
f%f

“ilicende. " If ‘it 15 dekided thit the patent should be
‘owned joint1y by both parties, thef??ivateﬁébmbény
having participated in the research’ and’development
may . be held liable for royaltics\to the Government,\\
taklng into con51derat10n the fact that 2. natlonal &

Jxreserch lnstltute does not proflt by selllng patented

products like 9:1?%#9_q9m9a9%%sf”‘; .

Ir. Examples of Promoting R & D by Government Grants

‘This chapter Qescribes research’ and development- subsidized
by'Goﬁérﬁﬁéni*Qrahté;fEhé“iaigéhscale“Pfcjéct*aﬁa*feéearch
andfﬁébeiéphéﬁt promoted by Research Developmént Corpora-
pidh’bf ﬁapaﬁi*:Of £Hé“four“ty§es“6f7Govérhﬁéﬁﬁﬁﬁéfflcipa—
tion in'research'and development outlined in the preceding
éhaﬁtér;”thESéiafé the mbétfimportént and” the most widely

“igediis

AR T

(1) Subsidy for Important Technological Reseafgh”and

Developments

;‘fOutllne

.Generally,_the Government (MITI) a551sts prlvate

Mcompanles 1n thelr 1mportant technologlcal research

—392—
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and. development by granting subsidies . to’cover part

of the total costs._ A total of approx1mately ¥46 4

_mbllllon had been grantea to a tctal 4,284 prOjectS'

,'by flscal 1980

_“_Varlous types of grants are avallable accordlng to“ o ”__r

,,.....ﬁ.w,-,.c‘., e e it o e e sy g

the stage of research and development 1ncludlng

basmc research appllcatlon research development for
VncommerCLallzatlon,.and trlal productlon for practlcal

J_use. Subsrdles are granted after checklng the tech-

nologlcal capablllty and flnances of the appllcant

in accordance with the regulatlons for grantlng sub-

. eldles announced by the Mlnlstry of Internatlonal
_/Trade and Industry ln January of each year. In prin-

“c1ple, subs;dles granted are llmlted to up to one

half of the total costs requlred by the sub51dlzed

company to accomplish the propo&ed’ réséarch;”inelud-

' rin"g‘ direct'labor ¢osts -(pay'aﬁa- allowances' for'

ter programs, and sa forth required for thé“té&search,
in addition "ttt expenses for ins€alling” equipment
{(including ‘the“associated” equipment and” facilities)

and ‘for material and parts: -

“Originally ‘grants “dte’ awarded to relatively large-

“séale”technélogical “development ’ projects” For which
| Enasubsidygrintédiper case excéeded ¥10 million.

However, the Subsidy for TeChnicalfREEEErch and

~Improvement is:alseo available- for  relatively small~

scale.projects:. (subsidies granted-per: case range from

¥3 to ¥12 million) undertaken by medium or small-scale
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Locompanies. oo vl

:2) Handllng the achleved results :
. ”The results achleved from research and development

for which a Government 5ub51dy has been granted be-

3

[

!

-
Lo
=
%ﬂ

1ong to the sub51dlzed company concerned and can be
wused freely by the company.‘ o B S
ﬁHowever, 1f the research and development prOJect is
ﬁrelated to enVLronmental protectlon or safety meas-—
jures, the Government ‘reserves the rlght'to disclosed
'che achleved resalts in order to be utlllzed by the

general publlc.

HMoreover, 1f the Government deems it necessary, the

sub51dlzed company must glve a 11cense to a thrrd

“party after consultatlons on terms’ and condltlons.

.3)-Refunding.grants.. ...

Allsor part of subsidies granted to private companies

o Must: be.refunded to.the Govesvmen§¢%n§thsgﬁsllowing
. .cases;.
+A):. - In. the;case .of application. research.and
;aﬁsessaséh;ﬁox;t;ia%ap¥0@u9tios{fthaath?a=%
Government finds. that profits.(including..
-profits. from selling products and royalties
;- from.patents) are being made within a prede-
. termined period.of time after completion.of

nthe development.y e

~B):7! In’ the case'of’ testing for- industrialization,

trial production foripracticaliuse;uand: .

WL
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‘cale-wPrOJect)’"‘"‘w

. development, for, commercialization, when the
;. Government, finds, that the proposed research
»and.development have been successful. .

Natlonal Research and Development Program (Largea

Outline .

.-.The: Large-Scale Project, inaugurated .in 1966, .is

:- intended; by the: Government ({in this case, the_Agency

mof%IndustrialrScience~and-?eshn9199y>«¢o=a¢¢i¥ely

.OPment~PrpjeCts;whigh;a;emimportant_nationellyf with

.~.tle cooperation, of..industrial and academic..circles

..and with all financing. provided by .the Government.

One: feature of this project is. that .the Government is

.s-involved in.selecting the: research and development

.-.of the projects., ... .

projects, administration, management, .and.evaluation

This; project has been applied to 18 projects,. 9 of

:+~which,.-such. as, jet..engines for airecraft, .optical

s-measurement and control;,: and . subsea .oil produgtion

system, are currently being researched and . developed.

Handllng the achleved results |

{ﬂResearch and development under thls prOJect may be

'Wundertaken by an afflllated research laboratory or

‘1nstltute under the Agency of Industrlal Sc1ence and

1:Technology or may be contracted by a prlvate company.

In either case, the achieved results including the
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windnsffial'propeftyHEﬁoh“as patents and know-how
" belong to ‘the Government' and are pliced imder Govern-

ment disposition and management” ' Therefore, all

:
[l,
i
-
f
i
[
-
o

.. patents and know-how already owned by the contracting
company may be confirmed and sealed up 1n advance 80
that they can be clearly dlstlngulshed from the
results that may be achieved from the research’ and

."‘degelopmenﬁfﬁanoﬁLHow to“be7ﬁiaeed“ﬁnder~theJGovern—
" “Agency of Tndustrisl Scicnce ‘aid Technology from the
& fesulfé'that-arefcoﬁfaiﬁéa9iﬁ*ﬁhe~R«axbffépdrt;

‘As “tHeé Government ‘Becomes the ‘sole ‘owner of all

‘dchieved results from ‘the research ‘and 'development
iprojects, ‘even the ‘¢company’ engaged in the project
Comdst S if it deSires to'utilize the results, make a

TUilicénsé agreement With, and pay royalties to,” the

Elgovérnment, 0T
An‘onerous license may be granted to 'a’ third party

‘= ‘providing that‘a license conforms' to''industrial

‘'poliey and requirement £oripubliciwelfare ‘and that
‘1ﬂthekapplicant“ha5‘both?tHe”tébhnioal”andﬂfinancial
wiimeans .

The Japan Industrlal Technology Assoc1atlon has been
founded to 1ssue llcenses to popularlze g‘and apply

\

the achleved results from the Large scale PrOJect

and other patents owned by the Agency of Industrlal

'd$c1ence and Technology and other Government agenc1es.
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(3} "R7&'D promoted by 'Research’ Developiieht: Corporation of
. Japan-
= 1)_0utllne s

A fully Government flnanced speCLal corporatlon call-

o founded in 1961 for promotlng the development of new

”Ltechnology by prlvate companles._ ThlS Corporatlon
ngathers uncommerclallzed results“achleved from |
] research and development prOJects coverlng all tech-
nological fields from universities and public
lahoretories andhinstltntes‘as.nem technolooical
' developments.w The Coporatlon selects new technolo—

:;gles in whlch the company concerned Would llke to

"Jcommerc1allze but are afrald of the rlsks 1nvolved

and finances the whole development (1nclud1ng the
__cost. of equlpment, personnel, and, materlals) _The
“cost of development must be refunded to the Corpora~
‘tlon lf the development 15 successful but need not
'be refunded if the development falls.”:In theﬁcase of
faiture, novever, tre acquizes squipnent must be
;fﬁ?ne61°?e?:#é:the_¢9%95?atiénr: UE_Férﬁiéé?it1980r

there hevereen l3l.successfnl.development projects"

cand 19 failures. A total of ¥4,700 million was.

granted to 11 development projects during fiscal

1980.

2} Handllng the achleved results e

_qutents,‘and s0, on Whlch are. the achleved results of
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-~ the. development projects promoted by the . .Corporation
are owned jointly by the Corporation and the. con-
tractlng company f{(or owned jointly by three partles
1nclud1ng the orlglnal owner of the uncommercrallzed

'results) The contractlng company ‘is generally

":authorlzed to have the exclusrve rlght for selllng

e e e e ket e e e e T e AP T,

“the patented products resultlng from the development
”prOJect for three years on’ the condltlon that the
contractlng eompany pays the Corpnrat1on rnya1t1ee
":accordlng to t e sales of the commerclallzednoroducts.
In addltlon to the above-mentloned research and
idevelopment, the Corporatlon ‘is also engaged 1n-

w“llcen51ng and transferrlng to prlvate companles new

technology or patents Whlch can’ eaSLly be commerc1al—

””ized as Well as the results achleved from the “above

'“:research and development prOJects.

a tbt&i‘ot”i44“aésés‘%Aa”ﬁeén‘référiéa‘té’léé”cgm—

'?panles by the end of flscal ’1950;?"6t”wﬁicﬁ‘éé
cases were referred to 30 companles durlng flscal

Haglgdﬂ. The Corporatlon also i htroduecds new industrial

ﬁtechnology to other countrles through 1ts publlClty

'ﬁmaga21ne “Industrlal Technology Avallable from Japan

| . Problems on’ Handllng the Results achleved from Government—

flnanced R&D TR

e Ipethig - document, -we--have- dlscussed examples o f- technolog—wwmmemw
ical development a331sted by the Government and the |

:épecial corporetion 'ehd”givéﬂ'ekaﬁblEé of”handiing‘the
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results achieved from.them. ...
'J~Asaistance~givennbzlth%wﬁoveﬁnmﬁﬁtutbFOQQhwGPQPting sub-
-,sidie$=i§_condition§l'anﬂfuiafthescéﬁé of .contract for
= research and development, .the contracting.company has no

contzrol.over. the .achieved results and .is required to pay

....The :point :is :that -the .company :concerned does not always
--benefit. from these metheds., -

Especially in the case of research and.development by
:~contract¢methqdﬁ¢itﬂhas;been%askedqwhethérythe;Gévérnment

. should unconditionally gain all. rights..to;the achieved

,:esultsnmerely;because;it;beazs;a;liexpensesﬁréquired'for

;;a research .and .development.project,: and.whether the
. company ~that actually accomplished. the.research and devel-
.--opment .should-pay royalties:to the.Government,. One argu-
.o ment .in f%voéqOﬁqﬁheucgntraqting,c@mpan¥¥CQacerned is that
.-it has-accumuiated industrial expertise-se.far_and can
v Carry .out .research and.development:projected:by the
Government on :the :basis of .its expertise: :That is, the
cimepnisoresults would not shave.been:achieved: without the accumu-
-lated expertise sof sthe contracting:company.:/ i«
‘;pnnfhereforefEalhicontributions;bgaﬁhe:companyacontracfing for

saosresearch .andidevelopment ;should:be:evaluated -ahd due con-

;wsideration‘given<toahanqlinggthemresults;achieved. Such

considerations have, -liowever,not:been.made:for handling

wothe results jachieved ifrom.research: and:development by
using contract methed, and this has been:criticised

because it reduces the incentive of the private company
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participating in the projedt.

" 'There ‘iz dlso-the problem for research woérkers engaged in
~“research ahd development from the'standpoint of protecting
"' £H& inventsEd ‘Wheré: the Govermment unilaterally and
“Unconditiondlly ‘gains all ‘rights o ‘inventions.

Given this situationj5£§fpromOteVresearchﬁahdfdevelopment,
TiE is“moétfimﬁorfant?to‘set"forth*cdnditions which will
stimulate private companiés“as~welljasVwofkers to cairy
“vout beshakch., 15t
?'Undér*thé‘sIOQaﬁ~of“éstablishing’the-stateibnvthe basis of
i technolegy "y the 'Government 'of-Japan ‘is’+to-take new meas-
“Eﬁ:eS*fdriﬁﬁe:promdtidn’df3technology;f?Theée“aré known as
" théy: basie teéhnbl@éy*developméﬁtlsfstémffdr‘industries

in’ the"¢oming generatién; sponsored by MITI and the

U gredtiveisélence aﬁdﬂtéchnOIogymprdmdtiOnfprOject:spon—

“sored by ‘Science and ‘Téchrology Agency. ‘They have just

Liitnew started in‘an attempt to furtheriresearch and devel-

opment-of-basic¢ and ‘original industrial a't-ech'r'ro‘ic:gy in

. which Japan™ is behind Eurcge ‘and Americai & =+

<It is'hoped;*in{thesehneWasystems,lfhat due ‘consideration
will be.given:+o “the ‘problenis ‘as discussed above to
*stimulate&companiesWandiworkerswinVOlveduinfteChnological
development-projects ‘and to more effectively raccomplish
:_@théﬁaimsidfdGovernmEnt4projected:researchaandwdevelopment;

so” that the:Government;the .companies concerned, the

~rinventorsiiandvthe:communitycan:all -benefit -from such

Throjects il T
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RTTACHMENT (1)

Table t:Utilization and sharing rates of research expénses. of majoér countrias

-(l?niﬁ': %i

Classifi- | Ucilizarion rate : ’ b : : '_"st;.'ai‘-il‘:g 'l:_a'c:e :
: i ' t{on-pmﬂ: P ST | T N T L B
¢ Industry |Government | research um‘““"“” industry Govermenr. reseavch Universitieg Overseas
Countty{year e LA IR frucea- ] oo -850 | T -] imstikutes aLe. -
Japan (1) | 852 13.1 2;2 19.5 65.8 - 27.4 0.3 6.3 -0.1
Japaa (1978)f © 84.2 13.6 2.3 20.0 65.0 . 28.0 B ] a4 0.1
Japan (1979} . £5.3 13.3 159 19.5 65.9 27.7 : 6.0 Sea
v.54 0un e 4.3 ns | 128 958 50.6 2.0 S
U.s.a. (1978} 69,2 14.3 3.5 13.0 6.5 9.8 2.1 -
Briraia  (197s3] : 627 25.6 2.4 8.4 0.8 ; 51.7 1. 1.1 63 |
Hest tern] foesd 15.2 0.2 16.2 5.6 |1 4i.3 0.z | - :
ermany : o ; i .
France  (19773] © 60.3 22.8 1.4 15.5 i’ 52.7 0.6 " -
; Table "2: Government sharlng rate excluding national
defense research eernses
. (Un:l.t. ¥-billion }
Classsifi- Research Research expenses|National defense] Government “[Covernment ©
cation borne by - research "} sharing rate sharing rate,: y
. . expenses |. o oenr expenses ; exeluding national defense-
Colntry(year) B ) regedarch’ expenses
C e Japan 0 (1977) [ 3,233.5 BBE.1 21.8 | | . 77.4% 2.9
dapan . (1978 | 3,570.0 999.5 24.3 | 5 ¢ 28.0% . 27.5%
Japan © . (1979) | 4,080,1 1,128.2 - 27.6 T 27,78 27.2%
0.S.A. " (1977Y] 11,549.0 5,840.1 2,732.3 |, 50.6% 35.28 /, ©
U.S.4.; © (1978} { 10,159.4 5,067:8. .2,256,8 | 49.8% 35.5% 1
Britain  (1975)) 1,410.4 | 7 ‘72806 B - I U - S S " ¥
West P —
Germany (1977){ 2,824.7 21,16793 184.6 [ 7 41.3% Lot 37,23
France | (19771 1,813.6 | .} ‘oS6.2 333.4 S0 - | 52.7% Ci 42,18

Extracted from the "Science and Technology White P'apé'r:",'”'1'981 (éo’rﬁp’li’ed by"
Science and Technology Agency). R

*Pigures : ‘shown in the above tables are ma.mly taken from the follow:.ng
refe_rence materials; "Internat:.onal Statistlcal Year 1975,1977" (OECDI

For Japan. "Investigative Repc)rt on Scientific and -
Technical Research” {Statistics Bureau, '
Prime Minister's COffice)

For U.S.A.i; "National Patterns- of Science and Technology
Resources (NSE‘80 308)" (NSF}
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OMMENTS ON
RESEARCH JOINT VENTURES
e NOVEMBER, 1980 onr
y oavBOR :
~THE PIPA.CONGRESS . -
- NoveMBER :4 ;T0:6, 1981. ., v s




JUST ABOUT SEVEN YEARS AGO, | SPOKE To You IN KyoTo oON
ONE FACET OF U.S. ANTITRUST LAW. My TOPIC WAS THE THEN
PENDING LITIGATION INVOLVING THE U.S. DEPARTMENT OF JUSTICE,
WESTINGHOUSE, AND WITSUBISHI- [T HAS TAKEN ALL THE
JINTERVENING TIME TO PRODUCE A HAPPY CONCLUSION, APART FROM THE
COSTS THE SUIT MUST HAVE INCURRED:. ONE HOPES THAT IT WILL NOT
'TAKE AS LONG, OR B§1A§T§X?Eﬁ§;054:EQB:THE JusTicE DEPARTMENT'S
ANTITRUST GUIDE ggﬂgggggggwgﬁsggg¢ﬁ’Jo;§7 !gﬁygags TO PRODUCE

WORTHWHILE RESULTS-

THE GUIDE, A COPY OF WHICH '} “HAVE HERE, CAN BE OBTAINED
FROM THE SUPERINTENDENT OF BocuMEﬂTs, U-S. GOVERNMENT PRINTING
OFFICE FoOR $4.50 Aﬁn DESERVES 'SERTOUS STUDY BY MEMBERS OF
GROUPS LIKE PIPA WHICH, 'BY DEFINITION, ACTIVELY SEEK OUT AREAS

OF CONSTRUCTIVE COOPERATION. _FOR; WHILE THE GUIDE DOES NOT

CHANGE THE U.S. ANTITRUST LAW, IT IS A STATEMENT ON BEHALF OF

AN EARLIER AMERICAN GOVERNMENT -~ONE PERHAPS MORE ZEALOUS

' ABOUT THE RIGOROUS ENFORCEMENT OF THE ANTITRUST LAW THAN THE

CURRENT ADMINISTRATION IN WASHINGTON-— THAT SUGGESTS THAT
. CERTAIN VARIETIES OF JOINT RESEARCH WILL IN FUTURE BE VIEWED

IN'A MORE FAVORABLE LIGHT BY U.S. GOVERNMENT AUTHORITIES.

THE GUIDE MAKES CLEAR THAT THE JuSTICE DEPARTMENT
- BEEKS, IN EACH INSTANCE, TO MEASURE THREE PRINCIPAL
CONSTITUENTS?IN A“RESEARCH JOINT VENTURE' UNDER REVIEW AND

THREE TYPES OF IMPACT EACH SUCH VENTURE MAY HAVE ON
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COMPETLITION. & THUS ;i

”THE LEGAL]TY OF A RESEARCH JOINT VENTURE DEPENDS ON
_THE NATURE OF THE PROPOSED RESEARCH, THE JOINT

VENTURERS; THE INDUSTRY AND THE RESTRAINTS ON CONDUCT

”'“EIMPOSED TN CONNECTION WITH THE PROJECT -*IN GENERAL,

THE CLOSER THE JO]NT ACTIVITY IS TO THE BASIC RESEARCH
. END oOF THE RESEARCH SPECTRUM ~-1 E-‘ THE FARTHER
”ﬁlREMOVED IT IS FROM SUBSTANTIAL MARKET EFFECTs AND
._ADEVELOPMENTAL ISSUES“ THE MORE L]KELY IT IS TO BE
:iACCEPTABLE UNDER THE ANT[TRUST LAws.= ALso, THE GREATER
”;THE NUMBER OF AcTUAL ANU POTENTIAL COMPETITORS 1N AN

_JINDUSTRY, THE MORE LIKELY THAT A JOINT RESEARCH PROJECT

M:WILL NOT UNREASONABLY RESTRAIN COMPETITION- AND, THE
-NARROWER THE FlELD OF JOINT ACTIVITY AND THE MORE
LIMITED THE COLLATERAL RESTRAINTS INVOLVED, THE GREATER
THE CHANCES THAT THE PROJECT WILL NOT OFFEND THE ANTI-

CUTRUST LAWS < 1

______ E"IN EVALUATING THE LEGALITY OF A PARTICULAR JOINT jl:ﬁ:j
-RESEARCH PROJECT, IT 18 USEFUL To DISTINGUISH BETNEEN f;
THREE DIFFERENT KINDS OF EFFECTS ON COMPETITION. THE

FIRST IS THE EFFECT THAT THE ESSENTIAL ELEMENTS OF THE
JOINT :RESEARCH 'PROJECT "WOULD. HAVE' INULESSENING. EXISTING

“UUAND POTENTIAL COMPETITION BETWEEN THE'PARTICIPATING'™ 'l

FIRMS- - [F THE JOINT'ACTIVITY HAS'SOME PROBABLE AND! /%"

Co
|
|
|
|

3
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SIGNIFICANT (NON DE MINIMIS) ANTICOMPETITIVE EFFECT, “na
THE QUESTION BECOMES WHETHER THE VENTURE 1S, ON
BALANCE, PRO COMPETIT]VE, TAKING INTO ACCOUNT ALL
ASPECTS ECONOMICALLY AND TECHNICALLY NECESSARY FoR ITS
J;“success-: SECOND, THE PROJECT AGREEMENT, oR OTHER
 RELATED AGREEMENTS BETWEEN THE PARTICIPANTS, MAY
:CONTAIN SPECIFIC RESTRICT[ONS THAT RESTRAIN o
COMPET]TION- IF THESE RESTRICTIONS ARE NOT REASONABLY
ANCILLARY To THE ESSENT[AL ELEMENTS OF THE PROJECT OR
" ARE OF UNDUE SCUPE oR DURATION, THEY, Too, WILL PRESENT
”fHAJoR ANTITRUST CONCERNS- FINALLY, LIMITATIONS ON
ACCESS T0 PARTIC!PAT]ON iN JOINT RESEARCH or TO THE
FﬁiFRUITS OF THAT RESEARCH MAY PRESENT ANTITRUST PROBLEMS
lF THE EFF£CT OF THOSE LIMITATIONS IS To CREATE oR
ABUSE MARKET POWER IN THE HANDS OF THE JOINT o

‘M:VENTURERs-

1

IN OTHER WORDS, THERE ARE SEVERAL PRINCIPAL FACTORS TO
BE CONSIDERED IF vou HISH T0 CONSTRUCT A RESEARCH dOINT
‘VENTURE THAT WILL SAT[SFY THE U S JUSTICE DEPARTMENT- THEY

ARE As FOLLOWS'” o

*ANT1TRUST GUIDE - CONCERNING RESEARCH JOINT VENTURES 7 ::

NoVEMBER;: 1980;: SUPERINTENDENT OF :DOCUMENTS, U+S. GOVERNMENT

PRINTING OFFICE,WASHINGTON,-D.C+ 20402, PAES 3 AND: .
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i

NDUSTRY: OR BUSINESS“”":’--‘-ARE?" THE*PROSPECTIVE:

VENTURERS: THE::ONLY ' ONES®IN THE'F1ELD: OR7 ARE THEY:"
“BUT ‘A! FEW::OF :THE' COMPETITORS: WHO” MAKE: UP THE:»

“TINDUSTRY OR BUSINESS? 0 wys :vasy wasw goin o

”7NATURE ORtTYPE OF RESEARCH :
' RESEARCH THEORETICAL (BAS{C) APPL[ED; 0R

DEVELOPMENTAL, OR IS IT DlRECTED TO EXTERNALIT[ES7

4ScQPEaANDvDURAT16N>0E3VENTU E - ‘IS THE: PURPOSE OF.
THE VENTURE TO SOLVE A SUCCESSION OF INDUSTRY:
PROBLEMS OR IS IT TO DEAL WITH A SPECIFIC PROBLEM

:toa CLOSELY RELATED GROUP OF PROBLEMS, LEAVING

” OTHERS TD BE DEALT WITH BY DIFFERENT MEANS"’

PoINT-[V.o_ ulmpacT on- RESEARCH: = WILL THE JOINT' RESEARCH

'INCREASE. OR“ DECREASE" RESEARCH COMPETITION?.

Pornt V. COLLATERAL RESTRAINTS - DOES PARTICIPATION N THE
“VENTURE REQUIRE ANY OF THE PART[ES NOT TO DO

‘SOMETHING iT MIGHT OTHERWISE BE FREE TO DO; 7‘

ESPECIALLY OUTSIDE THE IMMEDIATE SCOPE OF THE N

VENTURE?

PoINT VI]. ACCEss - DOES THE VENTURE IMPOSE LIMITATlONS ON "
WHO MAY PARTICIPATE AT THE OUTSET OR WHO MAY GAIN
“ACCESS' TO- THE" FRULTS OF THE VENTURE ‘ONCE''IT HAS

“:BEGUN® OR’ BEEN" COMPLETED?:
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BEFORE: PROCEEDING: FURTHER:WITH A:DISCUSSION OF THESE.:"
POINTS,: [* BELEEVE IT:1S WORTHWHILE TO'MENTION.THAT THEY ARE
NOT NEW. THEY#HAVE:BEEN. ON: THE MIND OF-OUR:JuUSTICE DEPARTMENT

" FOR A GOOD MANY YEARS AND IT HASbBASED BOTH=LITIGATION AND

WARNINGS TO BUSINESS lN THE FORM OF SPEECHES ON THEM- ‘ WHAT N

'Is NEW ABOUT THEIR PRESENTATION IN THE 1980 GU[DE s ITS

.EVIDENT ATTEMPT THERE TO MAKE THEM SEEM LESS OMINOUS OR

MENACING TO COOPERAT[VE EFFORT- THE GUIDE IS, AFTER ALL, THE

JusTICE DEPARTMENT '8 RESPONSEQTQ;PRESTDENT?CARTERTS_DIRECTION?

TO 1T o

. | TO CLARIFY ITS POS{TION ON COLLABORATION AMONG FIRMS

‘:1TN RESEARCH TO MAKE CERTAIN THAT THE ANTITRUST LAWS ARE
-NOT MISTAKENLY UNDERSTOOD TO PREVENT COOPERATIVE

r.ACTIVITY, EVENTIN CIRCUMSTANCES:WHERE  IT:WOULD. FOSTER::

TNNOVATTON~NITHOUT1HARMJNG:coMPETTTTON?A:(EREEAQE TO

IT IS ALSO IMPORTANT TO MENTION THAT A RECENT INOUIRY MADE.ATJ

THE JUSTICE DEPARTMENT, Now ADMINISTERED BY PRESIDENT REAGAN'S
PEOPLE, REVEALED NO INCLINATION TO ALTER THE ATTITUDE '

' EXPRESSED BY THE ﬁylﬂ .

INDEED, WHILE THE ﬁQI ) IN THAT SECTION ENTITLED

”EFFECTs OF THE ESSENTIAL ELEMENTS SAvs-- e

T"ANALYSLSyOFgJDTNT'RESEARCH_SHOULD,NOT,rHOWEVER, BE

EQUATED WITH THAT OF: MERGERS AND ACQUISITIONS. MARKET
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* STRUCTURE 1S A-PRIMARY:FACTOR IN: DETERMINING: THE
LEGALITY:OF MERGERS: AND ACQUISITIONS. . STRUCTURE .IS NO
MORE THAN THE STARTING POINT. IN ASSESSING, THE EFFECT OF
~JOINT RESEARCH: ON: COMPETITION, HOWEVER:  BECAUSE

RESEARCH: COMPETITION: 15 NORMALLY. CONDUCTED. AT - LEAST ONE

'TéWEE?MMm TMWMMMMENMSTEP”REMOVED FROMETHE MARKETPLACE AND BECAUSE JOINT
i - RESEARCH,: UNLIKE. ‘A MERGER; DOES. NOT: NECESSARILY: ..
- ELIMINATE: ADDLTIONAL ‘INDEPENDENT RESEARCH.BY..THE...
PARTIES": {PAGE- 6 OF THE GUIDE)=—, .-
THEREBY: LEAVING: ONE. RATHER UNSURE' JUST: HOW: MUCH: WEL.GHT. SHOULD
BE-GIVEN3T02THErJUSIICEuDEPARTMENI'S MERGER ‘AND. ACQUISITION

CRITERIA, THERE :IS:AT LEAST: A;;SUGGESTION. IN:RECENT.:STATEMENTS

BY:ASSISTANTgATTORNE¥¢GENERALaBAXTERJ;WHO&HEADS‘THE;ANTITRUST
DivisION OF THE: JUSTICE DEPARTMENT,” .THAT FORELGN PRODUCTION
MIGHT IN SOME MANNER COMEKIO;BEj%NCLUDEDfiN:MARKETySHARE
CALCULATIONS -- WHICH WouLp TEND, I BELIEVE, TO MAKE THE
CRITERIA THEREFOR SOMEWHAT LESS BURDENSOME AND, CORRESPOND‘

INGLY, LESS WE!GHTY IN RESEARCH JOINT VENTURE DELIBERATIONS-

IT- “IS LN :LTGHT: OF. SUCH! ‘DE'V-EL"O'PME-NTS,‘" THEN,; “THAT (ONE

MUST ASSESS THE GUIDE S FURTHER ELABORATION 0N OINT | _

lﬂﬂuﬁlkxuﬂﬂ_ﬁuélﬂﬁﬁ_, TO w1T:-—” s

*SEE BNA's INT RNA.iaNﬁEH'EAEE-lEEdETEﬁjS‘U-S; IMPORT WEEKLY,
No. 94, A10:anp, 11 -(SEPTEMBER. 16,1 1981)
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“APROJECT ‘AMONG' A* NUMBER® OF THE' SMALLER FIRMS!IN® AN
" UNCONCENTRATED ‘INDUSTRY- 1% PARTICULARLY UNLIKELY: TO
‘- HAVE ‘UNCOMPETITIVE ‘EFFECTS™ - IF,"FOR EXAMPLE, THE"
MARKET SHARES OFTHE PARTICIPANTS ARE $0° SMALLH THAT
* THEY WOULD -BE''PERMITTED'TO MERGE' WITHOUT BEING- "+~
YCHALLENGED UNDER THE JUSTICE DEPARTMENT! s MERGER! :
. GUIDELTINES, THEN 'THE EFFECTS' OF ‘THE ESSENTIAL®ELEMENTS
OF “THE UOTNT RESEARCH:PROJECT ON“CUMPETiTIONJAREWNOT

LIKEIY TO BE GHR%TANTIAL-R ABSENT UNREASONABLY!

‘%?RESTR1CTIVEwCOLLATERAL RESTRAINTS, ‘SUCH VENTURES K ARE!: i

L PRESUMPTIVELY LAWFUL." TN ADDITION, EXCEPT :PERHAPS! FOR *

“UCTHE CASE IN WHICH :ONE :OF THE' PARTICIPANTS TSHA

L% MONOPOLTS T, AJOINT RESEARCH' AMONG® FIRMS® TN NON~COMPETING!:

~ 0 INDUSTRIES WILL SELDOM GIVE RISE' TO" ANTITRUST &t »7 @0y

" CONCERNS«":(PAGE 7 0F. 'THE QUEDE): 50 ©aiies

7 ”INDUSTRY WIDE RESEARCH PROJECTS THAT INCLUDE MANY OR '
- ALL FIRMS IN A LINE OF COMMERCE, AS WELL AS PROJECTS

INVOLVING THE DOMINANT FIRM OR FIRMS IN AN INDUSTRY

ahpos&»ANTrTRUST_CONCERNSfTL(PAGE%ll?OFaTHEiﬁupnsﬁi

ONE SENSES THAT EOINT | INDUSTgx g BUSINES AND,

INDEED, THE WHOLE OF THE QUIDE IS BEST UNDERSTOOD IF ONE FlRST“._

GRASPS THE MAXIM —= IN ALL THINGS, MODERATION.

Pl e

IN ILLUMINATING POINT J[. NATURE OR:TYPE OF:'‘RESEARCH) -+

THE QUIDE TELLS US THAT
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7 "THEINTENS ITY*0F ANT FTRUST. .CONCERNS “ABOUT 'JOINT

G I RESEARCH WILL VARY ALONG THE RESEARCH 'SPECTRUMY *"EESS
INTENSE ‘ABOUT "'PURE'" BASTC -RESEARCH, 'UNDERTAKEN WITHOUT
ANCILLARV’RESEEA%NTS‘ON”EHE”USE*OEJTHE REEUEf§}‘fd MORE

CUINTENSE'AT THE' DEVELOPMENTAL ‘END "OF | THE RESEARCH °

SPECTRUM, PARTICULARL 5§F AN_ILL RY RESTRAINTS ARE

“INVOLVED™ (PAGE" 1" OF THE 'GUIDE)

h"CONFINING JOINT ACTIV{TYVTO THE EARLIER PHASES OF THE

INNOVATIVE PROCESS RATHER THAN EXTENDING IT TO_THE.

APPLICATION STAGE OF PRODUCTION OR MARKETING IS A MEANS

OF LESSENING ANY POSSIBLE ADVERSE EFFECTS ON

COMPETITION, AND IS USUALLY NECESSARY WHEN THE JOINT

"TPROJECT ‘I's BETWEEN SIGNIFICANT COMPETITORS IN AN

OLIGOPOLY MARKET" (PaGE 11 ‘OF THE GUIDE)

.;#HQﬂFVﬁﬂe,ﬂﬂﬁRE.ANHINQHSTRXTWIDE»§EFQBT;ISEFEEARFX THE
- MOST EFFICIENT, MEANS, BY, WHICH RESEARCH .CAN BE CARRIED

,QUT SUCCESSFULLY, A JOINT EFFORT WITHOUT UNDUE

RESTRICTIONS WILL LIKELY BE LAWFUL-_H EXAMPLES OF

| PROBABLY LAWFUL, INDUSTRY-WIDE JOINT, RESEARCH EFFORTS
(INCLUDE SITUATIONS IN WHICH AN ENTIRE INDUSTRY NEEDS A
'CRASH’. PROGRAM TO SOLVE. A COMMON PROBLEM THAT MAY

. THREATEN ITS EXISTENCE." (PAGE 12 OF THE GUIDE) .

CUUMEUSPECTAL CASE 18 PRESENTED WHEN THERE 1S A JOINT

e VENTURE' TNVOLVING DOMINANT ‘FIRMS' OR AN ENTIRE “INDUSTRY,
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FORMED; . TO ENABLE :PARTICIPANTS: TQ COMPLY: WITH: GOYERNMENT

STANDARDS -REGULATING EXTERNALITIES. SUCH AS AIR, WATER,
. /OR. NOISE -POLLUTION RESULTING: FROM. THE INDUSTRY.!S

. AGTIVITIES. -BECAUSE .RESEARCH DEALING WITH . .

EXTERNALITIES. 1S. OFTEN COSTLY. AND RISKY, PARTICULARLY
IN -REGARD .TO -TECHNOLOGY FORCING. STANDARDS, AND. BECAUSE
SMALL FIRMS IN AN INDUSTRY.MAY- LACK THE: RESOUREES,TO

CONDUCT RESEARCH NECESSARY TO ENABLE THEI"‘i TO CONFORM

" THEIR CONDUCT TO GOVERNMENT STANDARDS, JOINT PROJECTS

INVOLVING LARGE SEGMENTS OF THE INDUSTRY AFFECTED BY

INDUSTRY'S COMMON PROBLEM.” (PAGE 12 ofF THE GUIDE)

'VENTURES OF SUFFICIENT SIZE AND CAPABLE OF PERFORMING

"CARE MUST BE TAKEN TO. AVOID. SETTING UP. THESE PROJECTS
SO THAT THEY. .ENABLE THE PARTIES TO .SLOW, THE PACE OF

RESEARCH OR FAIL INTENTIONALLY TO MEET THE GOVERNMENT

' STANDARDS, NOR SHOULD SUCH PROJECTS OVERFLOW INTO AREAS

“~ WHERE COMPETITION COULD CONTINUE UNABATED... WHERE THE

GOVERNMENT REGULATION AFFECTS ONLY A SINGLE INDUSTRY,

THE OPTIMUM COURSE MAY BE TG ENCOURAGE A NUMBER OF

““THE NEEDED RESEARCH IN AN ECONOMICAL MANNER- ALSO,

DELEGATTON OF ‘RESEARCH T NEUTRAL EXPERTS, SUCH AS

- UNIVERSITY FACULTY, IF CAREFULLY STRUCTURED, MAY HELP

TO LESSEN THE ANTICOMPETITIVE POTENTIAL OF ARRANGEMENTS

;v NVOLVING RIVAL EIRMS, AND, ENSURE REASONABLY. PROMPT
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DISSEMINATION -OF RESULTS." (PAGE-13 oF THE GUIDE) -

THE u;ng g POSITION ON POINT III SCOPE AND DURATION

OF VENTUR 13 CLEAR ENUUGH'
: ”A PROJECT THAT IS NARROW IN SCOPE AND SHORT IN
.CONSEQUENCES :THEN A :BROADER ‘OR LENGTHLER. ONE:" "(PAGES
2:10 :aND 11 oF .THE GUIDE} -

TurRNING TO PoINT IV. [MPACT ON RESEARC , THE GUIDE

TAKES THE POSITION THAT

"IF THE CDST AND R]SK OF THE RESEARCH IN RELATION TO

JITS POTENTIAL REWARDS ARE SUCH THAT THE PARTICIPANTS
COULD NOT OR WOULD NOT HAVE UNDERTAKEN THE PROJECT
INDIVIDUALLY, THEN THE VENTURE WILL HAVE THE EFFECT oF
“INCREASING RATHER THAN DECREASING INNOVATION-- THIS MAY
”HAPPEN; FOR EXAMPLE,‘IF INDIVIDUAL FIRMS LACK THE T

”-:RESOURCES TO F]NANCE INDEPENDENT RESEARCH PROJECTS ON A
REASONABLY EFFICIENT SCALE OR THE RISKS INVOLVED IN

'KTHAT RESEARCH ARE SO HIGH THAT THE EFFORT MUST BE ‘

SHARED TO MAKE A RESEARCH PROJECT PRACTICABLE- IT MAY
ALSO OCCUR IN INDUSTRIES IN WHICH THE FIRMS ARE SMALL

IN SIZE AND THERE IS A HISTORY OF LITTLE OR NO

INVESTMENT IN RESEARCH, SO THAT ONLY JOINT EFFORT

‘BETWEEN. SEVERAL FIRMS.(OR EVEN AN INDUSTRY-WIDE" ©.

— 413~
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PROJECT). CAN BE EXPECTED TO “PRODUCE “INNOVATION. :<IF, ON

THE OTHER HAND, THE JOINT RESEARCH REPLACES EXISTING

INDIVIDUAL RES

FIRMS TO FOREGO RESEARCH WHICH, IN THE ABSENCE OF THE

JOINT {PROJECT *THEY. CWOULD HAVE ~PERFORMED INDIVIDUALLY;

ZYTHE'FORMATION OF :A JOINT PROJECT MIGHT WELL ‘SLOW THE

“»RATE OF “TECHNQOLOGI'CAL "PROGRESS IN THEVINDUSTRY)”UNEESS

THE PROJECT INVOLVES SUBSTANTIAL: EFFICIENCIES-= «(PAGES

8 AND 9 OF THE GUIDE)-

“A FIRM WHICH KNOWS THAT MANY OR MOST-OF :ITS i
(COMPETITORS ARE NOT VIGOROUSLY PURSUING INDEPENDENT
bRESEARCH BECAUSE oF A JOINT PROJECT MAY RELAX ITS OWN
TEFFDRTS AND ACQU]ESCEETN A SLOW‘MOVING, PASSIVE,:V.
N UNIMAGINATIVE JO]NT RESEARCH PROGRAM- HENCE, THE

A DANGER AR[SES THAT THE JOlNT PROJECT MAY BECOME A f

DEVICE TO RETARD RATHER THAN TO STIMULATE INNOVATIVE

EFFORTS-: IN THESE CIRCUMSTANCES THE PACE OF INNOVATION
TTPURSUED BY THE COLLECTIVE RESEARCH PROJECT MAY BE .
GEARED TO THAT PREFERRED BY ITS LEAST AGGRESSIVE‘ -
MEMBER-: THERE IS DANGER, ALSO, THAT A SINGLE PROJECT

CWWILL PRODUCE LESS INNOVATION THAN WILL A VARIETY OF

'MSINGLE AND JOINT EFFORTS EMPLOYING ALTERNATIVE e

APROACHES- (PAGES 11 AND 12 OF THE ﬁu;nE)

T i EIR I

:IMPACT :ON -RESEAREH »1S

[T occuRs .TO:ME:THAT POINT:IV.
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THAT AREA OF 'THE-SUBJECT . WHEREIN:FEHE: BUSINESSMAN:AND THE:
TECHNOLOGIST:HAVE THE GREATEST.OPPORTUNITY TO ESTABL:ISH:THE
SDUNDNESS OF .A -PROPOSED :RESEARCH JOINT-VMENTURE+ ALL THE: OTHER
POINTS, “THOSE ALREADY."MENT1ONED :AND THOSE: YET: T0:BE: DISCUSSED,

COVER ;AREAS:OF :THE :SUBJECTzWHEREIN THE LAWYERS ARE:MORE: AT

ANOTHER -WAY :iOF EXPRESSING:THE UNDERLYING:THOUGHT: HERE: IS THAT,
IF THE BUSINESSMAN.AND.THE TECHNOLOGIST: CANNOT. DEVELOP:A:

SOUND, STRONG CASE..FOR:-THE.VENTURE UNDER:POINT:{V+-IMPACT ON

RESEARCH; NOTHING IN:THE REST!OF THE-QUIDE:APPEARSTO: ASSURE

THAT THE JUSTICE DEPARTMENT WILL FAVOR IT.

THE:GUIDE-HAS:THIS TGO SAY -WITH: RESPECT:TO: PEINT V5

COLLATERAL ‘KESTRAINTSY  inn iy

”HHERE THE ESSENTIAL ELEMENTS OF A RESEARCH JDINT

VENTURE DO NOT VIOLATE ANTITRUST LAWS, ITS COLLATERAL
-IRESTRAINTS ARE THEN JUDGED UNDER SECT]ON l OF THE

SHERMAN ACT, WHICH FORBIDS ALL FORMS OF AGREEMENT 1IN

“ UNREASONABLE RESTRA]NT OF TRADE- CERTAIN AGREEMENTS

VAMONG COMPETITORS, SUCH AS THOSE HAVING THE SOLE OR
PRIMARY PURPOSE TO FIX PRICES OR DIVIDE MARKETS, AS
WELL AS MOST TYING ARRANGEMENTS AND GROUP BOYCOTTS, ARE
CONCLUSIVELY PRESUMED TO:BE- UNREASONABLE ;' THEY 'ARE ' PER

SE'/ILLEGAL.  ~OTHER: COLLATERAL 'RESTRICTIONSy: ' REASONABLY

~7"RELATED TO”ATLEGITlMATEVBUSINESS”TRANSNCTION%SUCHfAS A
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JOINT RESEARCH ‘ARRANGEMENT ; “ARE “JUDGED BY "A ' RULE ‘OF

“REASON®*« “THIS JUDGMENT INVOEVES ‘A FULL FACTUAL INQUIRY ::

- INTO THE PURPOSE AND EFFECT-OF ‘THE-RESTRAINT. "*

7+ COLLATERAL: RESTRICTIONS "SUBJECTTO “THE -'RULE 'OF ‘REASON'

TARE LAWFUL 1F.THEY (1) ARE-REASONABLY ANCILLARY TO A® 27"
- LAWFULMAIN’ PURPOSE OF THE AGREEMENT; :(2) HAVE'A SCOPE: !

“'11 OR: DURATION:NO“GREATER"THAN NECESSARY “TOACHEFEVE THAT @i’

PURPOSE, AND (3) ARE NOTPART OF ‘AN OVERALL ‘PATTERN .OF

1 RESTRICTIVE. AGREEMENTS THAT-HAS “UNWARRANTED i

“UANTICOMPETITIVE EFFECTS.” " (PAGES 14:AND 15 oF THE 7.0

EUlEE)
"EXAMPLES" OF CLOSELY RELATED COLLATERAL: RESTRAINTS
INCLUDE: THE OBLIGATION TO EXCHANGE: ANY:RESULTSFROM .
_RESEARCH UNDERTAKEN PREVIOUSLY IN THE FIELD OF THE
“”JOINT RESEARCH, THE DUTY NOT TO DISCLOSE RESULTS OF THE
.;LJOINT RESEARCH TO OUTSIDE PARTIES UNTIL PATENTS ARE
OBTAINED, AND THE DIVISION OF PARTICULAR ASPECTS OF THE
Ef:RESEARCH BETWEEN THE VENTURERS- THESE RESTRAINTS ARE
cH‘GENERALLY REASONABLY NECESSARY FOR THE SUCCESS OF JOINT
;:RESEARCH AND WOULD NOT ORD[NARILY HAVE SIGNIFICANT
'iANTICOMPETITIVE IMPACT;" (PAGE 16 OF THE GUIDE) ‘
PHHILE:IN. SOME: CGASESws + MORE REMOTE-RESTRAINTS MAY BE
1 REASONABLY: NECESSARY ' T0:THE SUCCESS :OF- THE JOINT::

-+ RESEARCH,: JOTNT: RESEARCH NORMALLY DOES:NOT NECESSITATE
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CJOINT DEVELOPMENT OR“MANUFACTURE " (PAGE"17 dF THE
GUIDE)

”UTHER RESTRAINTS UNRELATED OR ONLY SLIGHTLY RELATED TO

“THE JOINT RESEARCH VENTURE S PURPOSES MAY NDT BE ER SE

.WVIOLATIONS BUT MAY STIL fBE OBJECTIONABLE AS UNDULY

T. RESTRICTIVE OF COMPETITION UNDER THE RULE OF REASON

.: AN AGREEMENT BY THE PARTICIPANTS TO [FOREGO. INDEPENDENT
lRESEARCH IN COMPETITION WITH THE JOINT VENTURE MAY
'CONSTITUTE ‘AN UNREASONABLE 'COMPETITIVE RESTRAINT. THE
'SHARTNG OF ‘CONFIDENTIAL ‘INFORMATION ‘ABOUT COSTS ‘OF
" PRODUCTION, OR SIMILAR MATTERS NOT ‘CLOSELY RELATED TO

‘'THE RESEARCH UNDERTAKEN “COULD “ALSO "TEND TO "ELIMINATE

COMPETITION AMONG ‘JOINT' VENTURERS.” (PaGES 17 AND"18 oF
' THE ‘QUIDE)"
"JDINT VENTURES SET op T ENGAGE [N RESEARCH ON
_ :fExTERNALITIEs PROBLEMS PRESENT SPECIAL ISSUES WITH
= _tii_RESPECT 0 COLLATERAL RESTRAINTS- RESTRAINTS ON PUBLIC
...NKNDWLEDGE CONCERNING THE SUBJECT MATTER OF THE JOINT
‘WVENTURE on EXTERNALITIES [RESEARCH SHOULD SELDOM BE
.PERMITTED, FOR sucH RESTRAINTS MAY PREVENT THE.
__iREGULATORS OR THE PUBL]C FROM LEARNING OF SUBSTANTIAL
PROGRESS BY ONE OR MORE VENTURERS TOWARD ATTAINING A

'___REGULATORY GOAL, AND THUS INHIBIT ADEQUATE

DETERMINATION 0F THE PUBLIC INTEREST- SIMILARLY; THE
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POOLING OF -:CONFIDENTLAL ~TINFORMAT.ION;SUCHAS PRODUCT
INTRODUCTION DATES, WHILE QUESTIOMNABLE EVEN IN-AN:

ORDINARY RESEARCH JOINT VENTURE; IS ESPECIALLY SUSPECT

IIN A JOINT PROJECT DEALING WITHJEXTERNALITIES, FOR IT

TTCAN ENABLE THE VENTURERS TO PREVENT

NY OF THEIR NUMBER

FROM PICKING UP THE PACE OF INNOVATION BY MAKING

'AVAILABLE A PRODUCT OR PROCESS OF WHICH THE OTHER JOINT

'”LVENTURERS ARE AWARE." (PAGES 18 AND 19 OF THE GUIDE)

"EXAMELES?OF PRACTICES WITH A CLOSE RELATIONSHIP TO THE

PURPUSES OF THE .JOLNT -VENTURE INCLUDE CRUSS=LICENSING

- OF -PATENTS, AND EXCHANGE -OF :KNOW-HOW. POSSESSED: .BY THE

- PARTNERS, THAT :WOULD .CONTRIBUTE .DIRECTLY -TO THE SUCCESS

. OF .THE :RESEARCH PROJECTy - SUCH ;EXGHANGES ARE

PARTICULARLY NECESSARY, FOR INSTANCE, WHEN. A 'BLOCKING'
PATENT THAT WOULD PREVENT RESEARCH OR DEVELOPMENT IS
HELD BY ONE OF THE PARTNERS-r IT Is NOT UNREASONABLE IN

SUCH CIRCUMSTANCES To LIMIT THE USE OF THE CONTRIBUTED

““PATENTS TO THAT FIELD AT WHICH THE RESEARCH IS DIRECTED

'”IF IT 1s A CLEARLY SEPARATE FIELD OF USE- IT IS ALSO.

NORMALLY PERMISSIBLE FOR THE PARTNERS TO AGREE TO'

EXCHANGE ALL TECHNICAL INFORMATION DIRECTLY RELEVANT TO

“THE”§UEﬁEss‘dF THE PROJECT 'GATNED BY THEIR INDEPENDENT

N.RESEARCH EFFORTS DURING THE PENDENCY OF THE VENTURE---

(BuT AN) AGREEMENT BETNEEN THE PARTNERs, FOR INSTANCE,

'NOT T0 INTRODUCE NEW PRODUCTS OR TO DISCONTINUE OLD
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. PRODUCTS -THAT. COMPETE, WILTH THE FRUITS:OF: THE :JOLNT"
RESEARCH. LS. USUALLY. UNREASONABLE s L IKEWISE, AN, .
.. AGREEMENT TO. POOL, PATENTS NOT..REASONABLY. NECESSARY-TO

THE WORK OF THE JOINT VENTURE.RAISES ANTITRUST:

CONCERNS.” (PAGE 19 AND 20 OF THE GUID )

eromidy e i e Je ») i, i 3 _:»‘,,‘.,

IN..CONNECTION NIIH‘RQINTEVI@~ CCESS, TNE.GULDESLNEORMS

US THAT

"PRINCIPLES DEVELOPED IN ANTITRUST CASES DEALING WITH
JOINT FAC]LITIES ESTABL[SHED BY COMPETING FIRMS SUGGEST
:THAT IF A JOINT RESEARCH VENTURE BECOMES THE KEY TO
COMPETING EFFECTIVELY IN MARKETS SERVED BY THE .

PARTICIPANTS, AND IF THE RESEARCH EFFORT IS NOT

PRACTICABLY OR EFFECTIVELY DUPLICABLE BY EXCLUDED
FIRMS, ACCESS TO THE VENTURE, (OR TO-LTS-RESULTS, IF

. PARTICIPATION. ITSELF, IS NOT: ESSENTIAL) ON:REASONABLE ;@ -
TERMS MAY. BE MANDATED BY. THE SHERMAN:ACT." -(PAGE:2] OF ;.-

THE. GUIDE) . .

'-'COLLECTIVE DENIAL OF ACCESS, OR OF LICENSES,

PARTICUL RLY BY MAJOR COMPETITORS IN REGARD TO ACTUAL

TOR POTENTIAL COMPETITORS, WITH RESULTANT SIGNIFICANT

"INJURY TO COMPETITION IN A RELEVANT MARKET, RAISES l

'SERIOUS PROBLEMS UNDER SHERMAN ACT SECTION 1 AS BEING A B

BOYCOTT OR CONCERTED REFUSAL TO DEAL-" (PAGE 22 oF THE
SQUIDED s

ST




"HOWEVER, UNDER THE ANTITRUST LAWS, SUCCESS ‘IN TTSELF
DOES NOT ALWAYS -REQUIRE ACCESS, PARTICULARLY 'IF THE
“"FIRMS "IN “THE -VENTURE ‘WERE NOT DOMINANT PRIOR TO THE NEW

TECHNOLOGICAL “DEVELOPMENT.

"LASTLY, ALTHOUGH THE AN%ITRUST LAWS MAY REQUIRE THAT
“ACCESS TO'A KEY JOINT VENTURE -BE- MADE AVAILABLE TO
ENSURE CONTINUING FUNCTIONING OF THE COMPETITIVE
_PROCESS, THEY DO NOT REQUIRE THAT ACCESS BE FREE OF
“:CHARGE- THE JOINT VENTURERS MAY INSIST THAT ANY
V‘OUTSIDERS WISHING TO JOIN A VENTURE OR TO OBTAIN THE
RESULTS OF THAT VENTURE PAY REASONABLE. ROYALTIES OR.
OTHERWISE BEAR THEIR FAIR SHARE OF THE BURDENS AND

EXPENSES OF THE PROJECT- (PAGE 23 OF THE, GUIOE)

T HAVE ‘ATTEMPTED ‘HERE TO CONVEY THE ESSENCE OF THE

JusTicE DEPARTMENT'S ‘ANTITRUST GUIDE !

VENTURES ‘NOVEMBER, 1980 To ‘You. As YOU WILL SEE FROM THE
ATTACHED COPY OF [Ts TABLE OF CONTENTS, 1T ALSO INCLUDES
‘NUMEROUS HYPOTHETICAL EXAMPLES OF RESEARCH JOINT VENTURES. .THAT
. WOULD OR WOULD NOT BE ACCEPTABLE TO THE JUSTICE DEPARTMENT-

IN ADDITION, THERE ARE MANY FOOTNOTES AND CITATIONS OF CASES
AND ARTICLES THAT MAY PROVE HELPFUL TO vou IN. ANALYZING THE

: CORRECTNESS DF A PART[CULAR PROPOSED RESEARCH JOINT VENTURE OR

IN HELPING YOU AND YOUR CL[ENTS TO ORGAN!ZE ONE-

[T SHOULD ALSO BE NOTED THAT THE THIRD SEcTION%OPTTRE
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GUIDE 1S GIVEN OQVER TO EXPLAINING, AND' "RECOMMENDING- RESORT o,
THE JusTICE DEPARTMENT'S NON- MANDATORY BUSINESS REVIEW P
PROCEDURE- THIS 1S A MECHANISM FOR GAINING, PERHAPS, FURTHER

_GULDANCE FROM THE JUSTiCE DEPARTMENT WITH RESPECT TO WHAT YOU

_PROPOSE TO DO IN A PARTICULAR CASE- NATURALLY

it e o i R

LAWYERS FAMILIAR WITH THIS PROCEDURE VARY AS TO WHETHER lT_

OPl

SHOULD BE FOLLOWED IN A GIVEN INSTANCE. BUT} PARTICULARLY IN
THE AREA HERE UNDER CONSIDERATION,‘I E., RESEARCH JOINT
"VENTURES, IT MAY WELL BE UNDESIRABLE T0.DO SO, BECAUSE, EXCEPT
*IN THE RARE CASE, ANY SUBMISSION MADE' TO THE -JUSTICE |

'DEPARTMENTZWITHGRESPECTTTOQPT=W1LL-BEHHELD-IN A FILE AVAILABLE

TO THE PUBLIC: THERE IS, THEREFORE,.NO ASSURANCE . QF .-

CONFIDENTIALITY.

IF THERE.ARE;:ANY :QUESTLONS: REGARDING THE GUIDE YOU- -

WOULD LIKE, TO HAVE'ME TRY .TO -ANSWER, PLEASE ASK -THEM NOW.. -

S WALT THOMAS ZTELTINSKY
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1. - Introduction

It was on the characteristics of Japanese conﬁracts that I
spoke - 0of at last year's 11th Congress in Tokyo, in a speech en-—
titled "Charactmjstk$ of Japanese Contracts and Background”,

As you are:aware, these.contracts:are: based on .the.. "falr ‘and
equitable prlnczples with hlstorlcal and cultural peculiarities

of the Japanese in the background.

My talk today is an extension of that speech. I am intro-
ducing to you this time a mode:of behaviour or the manner in which
Japanese enterprises. behave when.involved.in.a settlement of a

dispute in a written contrsct or in a business transaction between

the parties concerned. It may differ greatly from the mode of

actions of American enterprises.

It is.diffdicult; I!m sure, for.people with-thought .0f Western
ratlonallsm to understand.the underlylng -Philosophy of settling a

_dispute between the partles concerned in Japanese enterprlses and

because I feel that to0 much stress is lald On personal tles or on
- relationships between the parties concerned in “the enterprises .

which are often accompanied by emotion.

Setting aside the judgement of value of whether the mode of
behaviour of Japanese enterprises is preferable or not, I would
like to show you the Japanese behaviour as it is and‘should feel
'“é?eg%IymféﬁefHeamfaf'mﬁwwéﬁeEEH”{fW{E“éHédI&“§§6GE"Héibfﬁi”tbmﬁﬂémekwmmww

mutual understanding between Japan and the United States.
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2. NOW,;hOW4in~the;world does:an-enterprise in- Japan- cope with

a civil dispute?

To . answer this guestion, or better still, to give you a-clue-

to:this issue, I would .like:to present to you with a, typical .

axample~ofvhowra-TFapanese-and-arWest-European-enterprise-each acteg =

in its own:right in -an attemptuto-settle-a dispute:over a-design..:

A case of 1nfr1ngement of de51gn rlght was contested betweenw
a 1ead1ng 1arge—sca1e retall dealer runnlng ‘some 200 supermarkets -
distributed throughout the Japanese archlpelago and a sub51d1ary :
company -0fa world:leading food manufacturer-in-Japan-having-its

headquarters ‘in-Switzerland. :-

The glant Japanese retall dealer, whlle selllng 1nstant coffee

‘products“.under a famous SWlSS brand on a mass scale, began to sell

or

1ts own developed brand lnstant coffee 51mu1taneously at stores

throughout the country. The shape of the contalner was 1dent1ca1
Wlth that of the Sw;ss brand s but 1ts labels were not. Thus, they
were not mlsleadlng at all as to cause conquLOn among the general

consumer of the source of the products.

' Dlspute over the de51gn between the 2 partles suddenly broke
out._ Thls Sw1ss rood cowpany concluded that the snape Of tbe o
contalner developed by 1ts counterpart lnfrlnges upon 1ts own ‘ “mﬂ

de51gn rlght. &

The Swiss maker;:thus; deliveredxa#letter90fiwarning.toathemmz'
Japanese retaller through lts lawyer, demandlng that manufacturlng
and sales of the products be 1mmed1ately stopped and at the same

time filed a provisional-disposition:with:the:court toistop the
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big Japanesé’ retail:dealer:from making#and sellingiits:productsi

Startled by the fact that the Swiss company reeerted'euddeniyh
torlegal means, the:glantiJapanése firm stiffened its attitude.
To counter this: Swiss aection, it thought:of . stdpping the sales of u:
thetSwise’ products? immediately at®all shops:is They musthave “taken:
legal: steps necessary:to copeswithutheéuSwiss action:: Suspension of

bu51ness deallngs was a shocklng blow to the Sw1ss food maker. In

a few days, all the Sw1ss brand products dlsappeared completely _

Rt

from all shops controlled by the glant Japanese flrm.

i3 Andn & statementi by theipresident-of this:.giant Japanése-:dealex

was carried in a newspaper. It said in.efféct; "the steps ithe !

8w1ss food manufacturer took dlsregarded 10ng—sﬂrﬁ1ng commerc1a1

:. ooy E
. s

the Sw155 com any" It 15 not dlfflcult to 1maglnewh0w er lexed :
7 P Y ) P P

'attltude the Japanese retall dealer assumed. ThlS Japanese company

and settled thls problem through talks. And“soon thereafter, the-d

A \T':

famous Sw1ss brand-products agaln appeared in. shops operated‘by

the giant Japanese firm with its own developed products 1nasllghtly

modmfled,shapedwcontalners;aisogsold;on thesmarketv:: wnive oo?

s Now,: this case shows:a'characteristic: feature:of a West::
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European | ;and:a:Japanese approach towards:a civil dispute. . :

. The Sw1ss food maker must have thOught that the fact that the

il

Japanesc retall dealer was one of 1ts best cllents had nothlng

sary for the Sw1ss food manufacturer tO he51tate at all to appeal:
-te.-legal: means: in:-order. to protect;its:rights and: te.eliminate the

infringement.

i-:Meanwhiley,. ithe big:retail.dealer.is:seen, partigula;lj,mas
wvery conservative :@mong:the-many-Japanese-enterprises: ~As a.matter
of fact, it regardsmthﬂ.conSumeq»andutheaconfidencewof~Lts custeomers

as its greatest bu51ness assets. It seemns that they were afrald

nE ‘\,:“7 ; ;:f

Iabeliene:xhai:the;Japanesetretailwdea;er,ﬁwhiiegmeetgggﬁitsa5
qumentrwithQmeasuresitOﬁstopwbusinESSwdealingsiudigznpt g9 40 the
extent:of ‘resortirg +to Légal:meaps;even#iﬁpthereﬁweré PréSPegﬁstfQ
a successwiniljtigationmiﬁacourt»g?Themscheme%dtaadoptedﬂWaﬁatog o
bring :its ‘opponent = :the Swiss.food:company sito:the negotiating:s:

tables s

In the negotiations, both parties conceded a little. As a result,
this dispute-wasssettlédsthrough:noris«lying outside the:bound of

the:laws ssuch«as commericial:practices:whichi!prevailed: in the: &

country.s, is
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ties. In an enterprise, stress’is 1aid ‘on ‘the establishment and " .’
malntenance of a mutually frlendly relatlonshlp _ And what control

these human and commerc1al relatlons are the soc1al norms that -
11e outs1de the sphere of the laws such as SOClal customs, soc1al d

practlces, morals, etc.‘ In thls context, the norm of laws may be

sald to have only a secondary meanlng or 51gn1f1cance. -

If°you remember, and I’ suppose many of you here do, I elaborat-

ed on this detail in my Tokyo speech last year.

“Now,-if, in the case of ‘a’'dispute 'between: the .-Japanese giant
. reta¥ler and the¢Swiss:food*manufacturer;;thefiatter,were:a;ﬂapanese
Vcompany; how would" the' Swiss company ‘behave oriact? ..

l suppose that the manager of arsectlon where most contacts
‘are made in deallngs w1th the Japanese retall dealer -- in thls
case, probably the manager of the sales sectlon of the Sw1ss 4
company -— will first draw the attentlon of the manager whOm he o
.ishalwaysfinfcontact,with»*—iin:thisdcase;‘itﬂis«prObably'the;
manager ‘in charge’of: the’ procurement section of the:big Japanese
- companhy=="t0 the-infringement-case; stating the fact that there :.:
is a fear-that: acts’of”the-Japanese retail 'company ‘may become a -
serious: Obstacle to'the maintenance’of-good business relations .. i
between them, and then appeal to the retail dealer's spirit ofsst;ﬁ

_fair play.

-Warnedwin ssuch an dinformal:manner, the-Jdapanese-retailer - ..«
- would sendsa:replyrtOjtheaSwissafoodﬁmakermthrough the: same ;channelk
ust pointed out -- a reply that they are ready to alter- -
_{thelr p051tlon 1f there are grounds of any lnfrlngement act as

malntalned by the Sw1ss company or that they could not consent to
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the Swiss: company's claims ‘because they see no . grounds..

The legal and patent sections of both these companies will
not intervene :directly in thas issue at this stage. . They will

instead each offer merely advice to the ones-in charge. of the . -

raegotiations T Muchtless will-the-courtor a-lawyer-intervene in:- e

such & dispute... ...

Concrete steps to settle the dlspute Wlll be determlned at

the negotlatlons between the 2 partles.

Ir these negotiations; the Swiss food manufacturer will not ...
lay claim to all of its rights beginning with the cease.of: the
lnfrlngement up to 1ts demand for ccmpensatlon for damages brought

about by the 1nfr1ngement acts even if all of its rlghts have been

infringed upon.

In case 1t seeks all—out after 1ts legal rlghts, people w111

i

say thls SWlSS company is a thoughtless enterprlse dlsregardlng

trustworthy commerc1al tles and, as a result, it is bound to meet
with soc1al sanctlons whlch lie cut51de the sphere of the laws.
Because of thls bare fact the Sw1ss enterprlse w1th a preconcelved-

rlan to make a llttle concesszon from the very beglnnlng to the

“Japanese fetail ‘dealer looks: to’an out=of-court settlement... :

In.such a settlement,lacts of 1nfr1ngement w111 come tc a
halt or a llcense agreement w111 be concluded on the bas;s of the B
design-rights ¢onceérned-and-all past:infringement-.acts will become
immune from-obligation:- i As'a’ matter of facty..in’ Japan:itoday-.one.
can Segnumérous cases: of license:agreements-with warnings: of

infringement:of’patent rights  as a:turning-point.
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Thus, a-lYarge ‘percerntage-of the civil-disputes insthis :country

are settled by inter partes consultations or negotiations.

A'settlement “6f ‘& dispute through . inter: partes: talks, will.:
restoréthe-once "impaired ‘business relations between: the  2: parties::
and?fufthéftggfeﬁgthéﬁ,thogefrelationsijilniJapan;vas You:are: aware:;
there is a proverb which says, "Ame futte, ji katamaru’....It.means::

that when raln falls, the ground gets loose, or rather, soft. But

when it stops raining and the ground drles up, the ground gets
firmer or more solid than ever before. Thls proverb 15, I thlnk,

truiy“desériptiVé%cfathe-ﬁhiTosophy of: the:«Japanese: when:.coping

with a’disputeéor any difficult problemsi:: .

by arbltratlon.

Now, the Japanese are, generally speaklng, prejudlced agalnst

contestlng a c1v11 dlspute all out in court and settllng trlegally.

jThey w111 not go all—out to the bltter end to stress legal terms or

letters contalned 1n a contract when settllng a dlspute through o

Enegotlatlons because assumlng a contrary attltude, 1t 1s feared,';”

dw111 render the restoratlon of frlendly personal tles 1mp0551b1e."

Such*mbdeiofﬂbehaviourcofuthesJapanese;stemngrqmea:distingﬁive

hlstorlcal and cultural qualltles of thls natlon. For reference,

'please see my papers I presented at last year s”Tokyo Congress.

Farenireeievii cymosam il ‘-

©My discussion;thuss fatr;imight havetgivenqyouxthe;idea;thetéwg

e dif-Japanainoffideial norms: such..asi-social.customs«morals..and 80,

forthLWhichtdieﬁoutSide%the‘spheregofﬁlaws%takegprecedengeeower

the official legal: norm. 1 Ifvit: didy: then; T must saysit-is. wrong
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go changes.'“'

-decisions on civilicases.::

because.there .is . a tacit.understanding: that. though unofficial: the

social norms may be, that which runs.;ceunter.-to or.goes,against. .4

the legal norm 1s not perm1551ble. And social norms are acted

i e g gty

tiConsequently it .could-be:said.that although.a legal norm does

not play a leading part in a civil.dispute,.it.acts. as. a;supporter.

to sustain the principal role.

=i Nowy fa ‘settlement zof:a dispgtggthroughggonsu;t§$igpsl{Qﬁ$

course, does have its own shortcomings, too. Itgisg@jggct_tbg;g

the number Of dlspute cases which are lncapable of be1ng settled

through talks are on the 1hcrease.‘“

Ifiione ifeels uneasy:about-a:;;settlement: through.consultation

he ‘¢an :if:he wishes to,:ask:-for;or:seek: a-mediation-or; an, irreves,
cable decision in court or he can seek an arbitration.award.through

arbitration.

However,as a-practical problem;:it dis not.that.simple.to ...

securecanirrevocable:decision din, court because, . first, one:must..

expectﬁthat:xtfwmll probably take: months,:or:perhaps; years and.

cost a:lot to obtain.a.court!s:decisien.:: On: top-.of.that,. there ...

is aztendecy:nowadays:that:a COUItgtrigsﬂtepaypidggiyinqﬂoutf,,ﬁ<

V- 0rdinarily, ‘al cobrts would recommend to both::the plaintiff

and the defendant asséttlementieither;through.mediation. or by i -

compromise when: it-has: completed-examination..of :evidence.::
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'In fact, it is said that ‘ninety per cent of the ‘civil cases

have been settled’ by compromise.

"COmpromlse" means that partles to a dlspute make mutual

concessions and promise to stop the dlspute that has been golng bn

untll an amicable settlement. (Article 695 of the Civil Code).
In"a cﬁmpromiSe,:then,‘it is'expected that the ‘parties.concersied

will mutually concdede in a dispute.

A court will try to seek a.compromise in a dispﬁte reqgardless
of how far®ah appeal has been upgraded. (Article 136 of the Code

of Civil Procedure):’

VThere w1ll not be a great dlfference between the results.r
obtainable in court and those whlch can be secured in a settlementJ
through' talks because even in-an-out-of-~court. settlement “both:
paétiésfwfllfcoﬁEUthnegctiations¢on*the.assumption'of:the:resultsw

—of"a’‘compromise in- ¢ourt:;

If a compromise is_reached or established in court,fit Qiii
‘have the same-effect as an established decision.or irrevocable
judgement.’ Consequently,-legally,‘a compromise reached in:scourt:-
‘could:be s3id tohave beéen. stabilized: -Since a compromise- reached.
through ‘talks or consultationsi is -a’sort-of: contract; it could be:

regarded ‘as being endorsed by a social or:ailegal sanction: in-a: .-

" sense that a contract must be fulfilled or abided:byi: ;= w0 oni

Nekf4~w1thﬂréspectito:arbitration;by;afCivilUMediation;Board,

nmwmaywlmmhke;a;bniéﬁwcOmmentmhponaitmbeCause;a;iegalgﬁxpe:t;bywiheﬂwumh“hﬂhm”m

name of Dr. ‘Junjiro Tsubota::delivered an.excellent:speech:at the: -

Tokyo Congress last year.
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According to Dr.ﬂTsubota, there is not much merit_to an arbi—-

tration as is claimed as far as speed, or cost of a settlement,
or smmpllc1ty of procedure, is concerned. Whether an arbltratlon

1s advantageOus in settllng a dlspute eepends, of course, on

__whether one could f£ind reliable arbltrators'fp'

all, to proceed with a COHClllathn. As ‘a permanent arbitration

body,.we have the Japan Commerc1a1 Arbltratlon ‘AsSociation. " Our

PIPA also has 1ts own c0nc111atlon system.’ However,'there are”

hardly any cases in whlch such opportunltles are taken advantage

of to settle a dispute. That is how things stand in oﬁf”odﬁntry.3&

According to"the'daban:Commercial"ﬁrﬁitrationEﬁssociation,'

the development of arbitration cases in the association”is very

few in number. However, on the contrary, the number of consulta-

tive cases in :the form of preventive measures are increasing.. The

arbitrationgbody_ist;more1thlessg_prayingethe_ro;eeogiah}awyer:iuwl

instead:of fulfilling its primary function. .

1 think“that, ﬁhiieJnakingithe best'neeﬁot thé”aaéaﬁééée‘of“éi'

conciliatory method thronéhJconsuitation;‘an:arhitration:shoﬁid be"

taken advantage of more because it is a method in which'a 3rd

- party-performs-a-mediation role to.make.up.for the shortcomings

that are.liable.to-arise. T ,d,_LL-j Cnrn e egﬂ_y

5. Conclusion
A settlement of most of, the civiladisputes.throughsconcili-
atlon by 1nter partes talks is not necessarlly a unique phenomenon

in our country. I am sure the same is true of a settlement of a

clvll dlspute 1n the Unlted states. You w1ll understand that the‘

dlfxerences between our country and your COuntry “in this matter‘“ﬂ
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lie“in fﬁegfuiéglana*ﬁfbéééé;inﬁfheuintéflbhfteéi%aiké?:%yhx”x

: 1n thlS case, could be, on a small scale,_a famlly,

ness. AﬁQYQQP

or a relqtiqe,,or;amqommugrty, or 2 workshop, or, Qn a large scale,

TG s Dpeiy

it could be a, huge buslness or 1ndustr1al organlzatlon or even

a netronal\goyerpmegt, Andrlnweach of these groupe, there 1s a

non—oﬁﬁ}cial,mechanis

© Thé wnofficial norms “Such &s:the "éGiimércial ‘practices; which i :
existEiﬂlén“eﬁterpfiséféré&ﬁ?ﬁéﬁinq*éimﬁtuélTbusiﬁe5§ﬂﬂieew5uchiﬁ?u
as the group to which the 'big Japanése Fetdil dedler "and the ‘Swiss::

.food dealer belong, are Sald to haVe W ked effectlvely 1n settl—

I 1ntr,cheddroayou earl;er.m

?éﬁoﬁ“ﬁﬁéfficiél norms“as”thesd are no lénder-effectivecinvan v
inter partes dispute in different groups te*whic¢h'the parfiess

‘concerned belong., This fact is obvious if you follow, for example,

the issue arising between the enterprise and the consumer such as

- the ‘pollution”or product’liability issuél

11es out51de the sphere of the laWS and an unoff1c1al soclal

sanctlon play as a means to solve our c1v11 dlspute 1s decllnlng. :

g
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We Japanese value emotional human ties very highly.
I+ is my belief that this characﬁeristic is one of the salient

points of our society.

Conseguently, it is desirable that all legal problems includ-

in a spirit of inter partes fair play.

I strongly believe that the rules and process of consultations

should be bhased on a formal legal system.

-—5435 —
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ORAL REPORT TQ PIPA ON NAIROBI .DIPLOMATIC CONFERENCE
ALAN D. LOURIE, NEW YORK, NOVEMBER 5, 1981

o I think. you. know that the Paris CcﬁVeﬁticﬁ‘gcee'back
to 1883, and, if it survives,; it W111 observe. its .100th;: Ce e
anniversary in two years.. The Paris Conventlon, to.. most of us,_,

__has meant the right of prlorlty .and: national: treatment Lt was. -
""last amended. in Stockholm in 1967. T -n-March 1980,;“”;

'In Geneva,
dlplomatlc conference convened- to ‘attempt to revise the. ..
convention in a variety of: ways.- After four weeks. they .. - .
"agreed”. on-one.thing: that:the consensus necessary -to ratlfys;J
Wwas: no-longer a unanimous one., but one which .did not have more ...
than. twelve negative wotes. - The United States dissented .from-

that position and I understand did so at. the opening of the e
Nairobi . convention as- well. - Just-prior to the. Paris. Conventlonﬁy
talks there was a proposal to protect the Olympic symbol SR
There was agreement on that and a treaty was 51gned over the
United: States' objectlon, we.. dld not 51gn it. e .

Regardlng the Parls Conventlon, the conference SN
reconvened in Nairobi on September 28. - There was.a prOV151on
for protection.of. appellations. of orlgln, which the United .
States. did not favor, one for giving inventors' certlflcates SnT
equal status. to: patents, (this was: pressed. by the -Soviet Unlon), i
provisions: to give. preferential., treatment .to developing : - Lo
countries by means:-of lower: fees and. 1onger priority: perlods,
and-there were final- clauses having various: degrees .of . .
51gn1f1cance There was.a proposal to eliminate Article:5:- . .
quater, which relates-to lmportatlon and the effect .of process«;,
patents. o - i ; : :

Flﬂ&llY, there was Artlcle ShAy which was. the most ...
important provision, and this dealt with remedies for. Gl
non-working and other abuses, including the grant of exc1u51ve
compulsory. licenses.:: Now PIPA, as .a ‘non-governmental .
organization,an "NGQO": in the: WIPO .language, has obsetrver .- i
status. I went to the meeting, not: because Tom.or anyene else. . -
decided that I was the most knowledgeable and most gualified to
go. I simply vclunteered and went. Karl Jorda also went the
first week; I:attended the last week,” Mr. Ono, Chairman of the;g
Japanese group, ‘was there the:last week. The.role-of-an: ST
observer is not always a happy-one at a WIPQ conference becausej;
you can't attend all of the meetlngs One couldn't attend the
group meetings, for.example. :(I'l]l discuss and identify the
groups momentarily.) I:understand that early :in:the conference ;-
most .0of the meetings were in groups so: -that observers had:a-lot:
of free time on their hands.. .And, ‘in fact, observers: concerned £
with trademark .issues had a great deal of free time -on their:.
hands, particularly:-those who came for:. a month. - But the last. :
week was more interesting, and most of the -sessions that were .-z
held I could attend.
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The U.S. delegation, as vyou know, was headed by
Ambassador William Schuyler, former Commissioner of Patents,
who was g1Ven Ambassador status for this purpose. It included
Mike ‘Kitk, Tee Schroeder, ‘and- Harvey: Wlnter ofi'the* Patent
Office and state Department; respect1Ve1y ‘There were.a' number
TOf ddvisors ‘From the: prlvate sector-'George Clarky "Don Dunner
Joe': DlGrandl, “Tom ‘Smith, 'Alan’ Cooper, Dick: Wltte, Beverly
Pattishall,'and Larry Evans. ‘I saw only &’ few of" these" people
because they were ‘there for dlfferent ‘times: “Georye: Cooper wWa
an observer :from ‘the U.§.' Trade Assoc1at10n for:four weeks!and:’
Bart Kish attended ‘for: the!last two" weéeks, Bart:issfrom:Merck
'-representlng the: Internat10na1 Chambet of" Commerce, rand- Bartois
a realexperti: I ‘tHink the U.S. Jdelegatlon was well™informed,
worked- hard,‘and’dld a ‘fine: job ‘in defendlng the interestsiof
the" patent system” and 1nventors better than any otber natlonal

Let me identify the varidus"groups‘that‘WEre”present:;fhﬁ
. Group B consists of the industrialized nations -- the United
States, Japan ‘and ‘Europe’ plus a' few others.®’ ‘This’ group-was
badly: spllt HiPhe Unlted States stood alone agalnst exc1u51ve
compulsory licenses.  ‘There was' a‘'grioup: of: sixiheaded by .-
Canaday, -and 1nclud1ng Australla, New Zealand,. Spaln,r Portugal,
and Turkey, ‘which were pressing’ for a universal’text:in: ‘which!:
there would-be ‘no specialiprivileges for: developlnq natlons..
More ‘than -that, though, they also wanted the same:exclusive :
compulsory license privileges as the' developing® countrles.:.The*
rest of :Group ‘B, led: by Switzerlandy Germany-and the United! '':
Kingdom;’ ‘appearied:‘anxious ‘to’ reach: some:agreementi : They ‘did:
the best they could, but, from my vantage point, they obviously:

r_wanted to have an agreement, whereas I think the U.S. point of

view wag fwei would: 51mp1y mots’ accept certaln thlngs, such as
exc1u51ve compulsoryﬂllcenses. R TR £ ; i

o The Sov1et bloc 18" Group D they weére. only interested
in inventors" certlflcates, ‘and otherW1se they provrded m11d
support‘for-the developlng coUntrles;«u i S

i The Group of 77, con51st1ng of the developlng
counit’r ies jivis ‘the largest Essentlally, their: 1nterest igdin”
weakenlng{,hewsystem, whlch ‘they view: ag domlnated by:us, andi:
they want to promote technology transfer on thelr own terms.‘n

g The Chalrman of Group B was a Mr raendll, who was:y
Dlrector lof ‘the ‘Patent ‘Office  in ‘Switzérland. {Mr.. Davisgiis the'
Comptroller General-of Patents “in: the U, Kii He was:active, and:-
‘a Frau Steup “from: Germany Was. also actlve o Thie: 1eader of! therw i

Y : ;
Engllsh WaS qulte extraordlnary.e.p’
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-dlstlngulshed delegates making interventidnsiin ‘the sSpirit ‘of "

I thlnk you should know the_nemenclature of the WIPO

content of his talk is, 5
always referred to as such.ﬂ

compromlse .

WIPO ‘is a’ Very eff1c1e1t organlzatlon. :
number of papers being introduced for consideration and they
are numbered . ©.9. paper 36 37, 38,H But sone pepers don £

meetlngs.ﬂ Commlttee I
inventors certlflcates

commlttee, whlch ‘I'pelieve was‘oynonymous with the’ “Frlends o
the Chairman”, the chalrman_of thet commlttee belng from
Argentlna.hi ‘ g 3 i

meetings, on Art
earlier,’ Othex

all of us left ‘for an off1C1al prlnted text,‘w ich'I assumet :
will be comlng out in, due GCourse. L put together thls document
Whluh I, belleve id accurdt i ' Y ‘vl i a
there may bhe | dlff y ‘ .
but, to, the, best of my. observat;on as
came out of it, -
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crpleasyogiveaway thetr: property, andfor-a” whlle;“and this was

A -

.- The debate essentially was over sub-paragraphs 4, 6,
and 8. With respect to number 4, the nature and the burden of
the proof to aveoid a. .non- voluntary license for. failure Eo.work;, ~.
the time -limits; the so-called justlflcatlon clause (shall one.
Justify, satlsty,-conv1nce ~~ which words should. be used -- the )
authorities to justify- non-worklng,. . The questlon arose, . were )
the words to reflect the subjectlve judgment of an. off1c1a1 o
making a political or. economic judgment, or were they: to '
constitute a legal. determination based on rules of law?. L
Obviously we prefer. the latter, Wthh are much more susceptlble L
to dealing with on appeal o . '

‘ In Subparagraph 6, should there be exclusive
non-voluntary licenses. and if so what should the. time perlods
- be? e .

o In Subparagraph 8 should there be spe01al prov151ons _
for . developlng countrles.-— non—voluntary licenses, or rights
“of forfelture, or ‘an exclus1ve such llcense° 'And, if s0, for. o
non—worklng or only for other. abuses,. and ‘how does one express ==
this and what .are other abuses than non-work1ng° Bill Schuyler o
‘asked that guestion several times and never got_ an answer. Cne o
key question that was discussed —- people here may know the: .~
answer or may think they know the answer: Does the Paris
Convention now.permit exclusive compulsory licenses for. abuses
other than non- working? It says in Article 53, subparagraph 4,_
that, .for non-worklng, compulsory llcenses shall be - o v
nonexclu51ve.‘ By inference, does that mean for other abuses ;f””"
they can be exclusive? ‘That would also apply to developed
countries.. To. the extent that is so, and many at the _
;conference stated publlcly and. prlvately ‘that it’ was so, th1s
-new draft is an. 1mprovement in that respect because exclus1ve _
compulsory llcenses dre only provrded for develoPlng countrles .

e As I sald " the’ U 5. was adamant agalnst exclu51ve' :
compulsory llcenses. At 3 key point late in the’ dellberatlons,' B
Bill Schuyler made what I call, ‘and I hope people take 1t 1n a i
proper sensge,.a "Motherhood" Speech in which he very . . o
dramatically &nd’ forcefully defended the rlghts of 1nventors*'”“”
and property owners, saying it was they who advanced
technology, and that .their property was being. glven away. He
said the United States would never be a party to depriving -

. lnventors of the. rlght ‘to practlce their own 1nvent10n. ThlS"
speech really warmed the hearts of all the private sector and’
even brought some applause, whlch 1n fact was out of place.i‘

Schuyler sald that pILVate observers and adV1sors were -
“sitting” there watching their _governments, unresponsivé to their

the most dramatic moment during the week that T attended and
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I'm sure for the wholewmeetingwuit;seemed-as.though-thipgs
might :slow down. . There were expressions.of. support from.
Australia -and France, and, when this was .repeated .at-the: .
plenary, -the Congo sald it was understandable .that . the Unlted
States as a ' technolegy. exporting.country :should. feel the need
to protect its inventors. . The Australians acknowledged tha;
they are technology importers and they don't want to. kill:the.

googetHat a1 the golden egqg . " HOWEVEr, I T EHE T iAElT
ana1y31s, Article 5A contained the exclusive compulsory llcense

provision over the U.S. dissent., It was approved by Committee . :
I and by the plenary and will presumably serve as a basis for.. ::

the next dlplomatlc confererice which may well occur in a year
or so.

When I arrived, at the beginning of the fourth week,
the meeting had really gone nowhere, and the feeling I got was
that if it ends this way, there might not be.a new confereénce,
simply because so little had been achieved. But at the end of
the fourth week, with the agreement on the 5A text, the feeling
was stronger that there will be another diplomatic conference.

Looking at what did come out, subparagraph 4 is no
great departure from what we presently have; subparagraph 6 is
limited to non-exclusive compulsory licenses, and this is
acceptable. Subparagraph 8, though, is special for developing
countries, There can be non-voluntary licenses within 30
months (that's a compromise between two -and three years). They
can be exclusive for up to 4 1/2 years where there are
circumstances constituting abuse, and non-working is one of the
constituent elements of the abuse, If you know what that
means, be pleased, because people who were at the meeting
‘didn't know what it means. These words were hammered out
between Group B and the Group of 77. I didn't attend the group
meetings where some of the subtleties were discussed, but
certainly the Group of 77 didn't articulate exactly what they
meant by each of these words that they were pressing for so
hard.

There can be forfeiture or revocation for non-working
after five years. WNow, in essence, it's also five years if the
law provides for non-voluntary licenses and the grant of the
non-voluntary license would not ensure working. There was in

_the text an agreed statement that the conference could only
_identify two such cases justifying forfeiture; one, where there
was no applicant who could ensure sufficient working, and this
differs from the present text where you must have granted the
compulscry license and found that it didn't ensure working, and
second, as in the present text, that the license did not in
fact ensure working.
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-’86 that's where we came -out,- Thére are lots of

questions’dabout What'happéné‘next,'but, “£1 o “my standpoint “it o
was a very interesting'experiénce. I am appreciative of - TOm

O'Brién and ‘PIPA for" permlttlng me fovobserve oniyour ‘Behalf

‘and"also’ apprec1at1ve of my company, SmlthKllne, for flnan01ng.'f
it. ZI%think!? Mr. Ono w111_have some comments from the Japanese:”'

pointef- v1ew
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AGREED TEXT OF ARTICIE 5A (Unofficial)

(1){a) Any courtry of the Union has-the right:to'require by its national
law that the inventions for which that country has granted-a patent, or in-the
case of countries providing for a deferred examination when a provisional

“protection has beeri granted, be worked in 1ts terrltory by Ehe: owner of the patent
'5"or under his’ authorlzatlon. '

{I{b) Importatlon of artlcles 1ncorpcrat1ng the patented 1nventlon or

de” by THETPIESH YEdT PrOCEEE " dg8s ot “daisE L E Ut e WEERING "6E the patantsq™ T

“invéntion. - However, Eny: country 'of the Union has ‘the right to regard- the
“importation of articles incorporating the patented invention made By the patented
*vprocess as fulfllllng the requlrements of worklng the patented 1nvent10n

i (2)(a) For ‘the purposes of thlS Artlcle, non—voluntary 11cense“ means a
lrcense to work a patented invention without the authorization: of ‘the owner ‘of the
-patent; it also means a license to work a patented invention given by the owner of
the patent where the natlonal law obllges hlm to glve such & llcense

(2)(b) ‘Any country of the Unlon has the rlght to adopt leg1slat1ve e
:measures to prevent- abuses. resulting from the exercising of thé right: granted by
the patent.” However, importation lnto the country where the ‘patent has been
~ “granted-of articles manufactured in any of the countries of the- Union - shall ndt,
./ in-the absence of citcumstances constittiting abuse of the patent rlghts, enta11
forfeiture of the patent.

" (3) Forfeiture &f the patent shall riot be provided for: except in cases
‘Where’ the grant of non—voluntary licenses would not have been sufficient to-
prevent the'said abilses. “No proceedings for the forféiture or révocation: cf the
patent may be institiited before the explratlon of two years frcm the grant of the-
flrst non—voluntary license., '

(4} A non—voluntary llcense may. not be applled for ‘of the ground of
“failure to work of insufficient working before: the: explratlon of ‘a periad of“four
vears from the date of £iling of the patent appllcatlon or ‘three years-from the
date-of the grant 'of the patent, whichever period expires' last; it shall be™
refused if the owner of the patent proves circumskances which; i the" judgment of
the national authorities competent to grant non-voluntary 11censes, ]UStlfy the
= non—worklng or 1nsuff1c1ent wcrklng of the patented 1nvent10n

(5) Any dountry’ of the Unlon has the rlght to prov1de inifs natlonal
law, where the exp101tat10n of ‘the patented invention is réquired by reason ‘of
public-interést; in particular national securlty, nutrltlon, health, and the*
“development of other vital sectors of the national economy, for the possibility of
‘exploitation, at“any time, of the patented 1nvent10n by the government cf that
country or by third persons authorized by it.

- {6) Any non-voluntary licensé shall be nonh-éxclusive and shall not be
transferable, even in the form of a grant of a sub-license, except wrth ‘that ‘part
of the enterprlse or goodw1ll Wthh e39101ts such 11cense.:

(7) Any dec151cn relating to the grant of a non—voluntary llcense ‘or to
exploitation in the public interest, including the amount of the just payment to -
which ‘the patentee is entltled, or any declslon relatlng to the revocation or

”:forfelture of a patent'shall be ‘sibject to rev1ew at a dlstlnct hlgher level ln
'*3accordance w1th the appllcable natlonal law. .

—4¢5—



-2 -

‘ (8) Notwithstanding anything contained in paragraphs (3), (4) and {6),
developlng countries have the right to apply the follow1ng prOV151ons- ;,::r-“

o : (a) Any developlng country has the rlght to grant non—voluntary llcenses
where the patented invention is not worked, or is not sufficiently -worked, .by.the
owner of the patent or under his authorization in the territory of that country -
~within 30 months.from the grant of the patent in that country, unless the owner of
the patent proves circumstances which,-in the -judgment of the national authorities
competent: to grant non-voluntary licenses, justify.the non-working: or -insufficient

. ..working of the patented. invention. Where the national: law provides .for deferred

examination for patentability and the procedure for. such examination has .not been

initiated within three years from the filing of the patent application, the time

- -1imit referred to-.in the precedlng sentence shall be four years from the f111ng of
. the said appllcatlon.”;~ . ; R R

(aElE) Eowever, a non-voluntary llcense may be: exclu31ve for a perlod
of up to four and one-half years in Lhe case wiere it is determined by the
national authority: competent to grant non-voluntary licenses that there are

- oclroumstances constituting abuse of the patent right and that the. non—working or

" insufficient working is.one of the constituent elements of the. abuse, subject to
_-the condition that the patent may not be forfeited. or revoked for. non-working or

" insufficient worklng for a further period of 18 months. after. the explratlon of the
exclusive 11cense. : S

pooe oo «(b) Any developing country has: the.right to provide in its national law
that the patent may.be forfeited or may be revoked where the patented invention is

w-not worked, or is not sufficiently worked, in -the country before the explratlon of
. five years from the grant of. the patent .in. that country, provided that the .

national law of the country provides for a system of non—voluntary llcenses
appllcable to that patent and that, in the opinion of the national authorltles
competent for. forfeiture or revocation,-the grant of. a:non-voluntary license would

... not ensure. suff1c1ent worklng of the patented. 1nventlon, unless the. owner.of. the

' patent proves circumstances whlch, in the judgment of the national auwthorities.
competent to grant non-voluntary llcenses, justlfy the non-worklng or insufficient

a,:worklng of . the patented . invention. .. .

.There should be an:ag:eed-statement-in‘the Records.of the Diplomatic anference as
follows: The Conference could identify only two cases either of which would
justify forfeiture or revocation: (a) that, at. the:time of.the decision concerning
forfeiture. or.revocation the grant of a non-voluntary license would not.be . -
possible. because there is no applicant for a non-voluntary-license who could .
ensure. sufflclent working, or (b) that, the benef1c1ary of a nonavoluntary llcense,
if one was. granted before the decision cencerning forfelture ar. revocatlon, dld

- -mot, in fact, ensure sufficient working, - .’ . . e

- {9). The foreg01ng prov151ons shall. be appllcable, mutatis mutandls, to
uljutlllty models.__. : ; :

.mﬁObservat1on- ..... the-Direetet‘GEneralfwiiifﬁakeftﬁe'foIldwihg aedlatatienﬂin-theff~w~wm““

“w{;Pienary

) =""‘I‘he Internatlonal Bureau of WI?O w111 contlnue to assemble from all
fcountrles members. of the Paris Union. and dlssemlnate 1nformatlon on the. ex15tence
of, and any ‘changes 'in, any national. measuzes prOV1ded for under Article 5A of the

Paris Convention and will publish the text of any correspondlng national law as
provided in Article 15(2) of the Paris Convention,

ADL
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Report.on Nairobil-Diplematic Conference: .

Koichi Ono
‘President of Japanese. Group. "

“Thank you very much Mr. Chairman.:

I belleve that‘you have fully understood the atmosphere and

result of ﬁalrobl Conference from the excellent speech by
Dr Lourle. | | . & 4 . N .
I llke to make aﬂeupplemental‘explanatlon on the questlon of
Article 5A of Parls Conventlon. As far .as. I understand from
information, the issues discussed‘in,Nairohi;among_BfGrqup Sl
countries: have the background on.the interpretation .of ... . -
Article 52 of Stockholm text of Paris. Convention.. Thereforeg
I like *to:start from this point.
Please refer to Article,BAfof‘Stockholm_textﬁ‘_I have no. i
intention to:give you:a.lecture on the interpretation of the::-
Article, but at;first;I-read.fhe.relevaﬁtvparagraph-of:the »
Articlerand. then make:a: comment thereon. |
(2} ' Each.country . of the Union-shall have the.right ..
to take legislative measures providing for the grant
oficompulsory licenses: to prevent:.the: abuses which
might result from the exercise of the exclusive rights
~econferred: by the patent, for: example,.failure: to work.:
Asg you understand from:para’ (2);,:each member country. has: the
right to-legislate-méasures providing for:the grant of . :n-w ¢
compulsory license to prevent an abuse;:VIn"thiSﬁpéragﬁaph;:‘-
nothing is mentioned-whether. the'compulsory-kicense 'shall be::
exclusiVeuorinoneexclusive;unTherefore;.even'if=a:countryrofw
the member’ countriés takes. .legislative measures -providing for:
the-grant - of "extlusive" compulsory:licenses to prevent’an

abuse, the country is not considered to have made a.breach of
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this paragraph.” This-interpretation is:thé basis of”
discussions.
Now,**turning ‘to paradgraph(4), it reads:
(4) A compulsory license:may not be dpplied for ono”
the ground of failure to work or insufficient working
tiiheforeitHe expiration ofa’period ofi: fourvyéars £rom::
the date of filing of the patent application or three
'years ‘Fron ‘the date of the grantiofitheé patent, which=' =
ever period expires last; it shall be refused if the
patentee justifies his inaction by legitimate reasons..:
. S