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D'e.Ldv e-re d by'Mr'., Toshiya Ha r aoka ,
President of the Japanese Group,
October 19, 1983, Washington,,':D.C.

riends.

group, I would like to extend warm greetings to our American

It is

On behalf of the Japanese

Good morning, distinguished guests andOhayo Gozaimasu.

to attend this 14th International Congress here in the capital

of the United States of America.

a great honor for me, and all members of the Japanese delegation,

members of the Pacific Industrial Property Association.

We appreciate the good taste of the American group in

·choosing the conference room of L'Enfant Plaza Hotel for this

Congress, and are impressed by the fact that L'Enfant Plaza was

constructed as a master plan of the style and function that

crystallize the spirit of Pierre L'Enfant's dream for the capi~al.

Born in 1970, the Pacific Industrial Property Association

has since made a considerable contribution, from various stand-

points, on both sides of the Pacific. Needless to say, these

contributions have been achieved by the efforts of all members

present. I would like to express my special appreciation to the

senior members of PIPA for their continuing endeavors.

The 13th International Congress of PIPA, which was held at

Port Island in Kobela~t year from the 3rd to the Sthof November,
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was attended by well-oyer· 1:2,0 repr"es',e,n:tat,:1.Y~:,s,:;::!.C?~ both the

u.s. and Japan. Each and ev_ery· subject' pr e s en t.ed: was very

interesting and fn fo rm.ac.Lve,

Now, about the PIPA activities during the past year, 1982.

Concerning PIPA awards, Mr. Donald Banner became the second

recipient of the PIPA award at last year's Kobe Congress. It is

with great pleasure that I can introduce this year's awardee,

Mr. E. W. Adams, Jr., for his outstanding activities in furtherin.g

international cooperation in the industrial property field. Mr.

Adams will be awarded during this Washington Congress.

Legislation for a Patent Law in the People's Re~ublic of

China is presently of great concern to us. A PIPA Position Paper

was presented by the two groups for submission to the pro~er

authorities in the People's Republic of China. We sincerely hope

that the law will be both beneficial to them and acceptable to

other countries in the world as well.

At this point, I would also like to express our special

appreciation for the valuable report regarding the joint government­

industry team visit to Taiwan and Korea in March, 1982. The

interesting information we gained from the American group has

ome a great asset to the Japanese group.

2
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ThePIPA Conciliation System.'~hich'.as ~stablilhed"in

1975; h~s not yet been put into 8ttual~tise~ However-~ the"

Am~ri~anAjnd Japanese sides rec~ntly:reriewed~the,Panel;of

Conciliators bY',re~picti~ely assigning'five~American~andseven

I am sure .t heyr e r eer e ady to t ak e ac-tionJapanese conciliators~

whenever necessary.

At the Joint Governors Meeting held right after the Kobe

Congress last year, a mutual understanding was reached on adopting

a panel discussion system for certain subjects during the Con gr e s s ,

The theme of the discussion at the Washington Congress will be

IIEvaluation of Inventions't and "Basis for Determining Royalties

in Patent and Know-How Licenses 11
• I am looking forward to the

many informative presentations and interesting discussions that

should be forthcoming on the subject.

About a mo n.t h ago, PTPA'sp-residen,t, Mr. Jorda't, -receive-d> a

formal letter of invitation from Mr. Wakasugi, Director Generai

of the .Lap aues ecPet en t Office, concerning a team visit by

patent-related leaders of U.S. enterprises to the Japanese

Patent Office. Mr. Wakasugi delegated selection of the team

members completely to Mr. Jords with the idea that such a visit

to the JPO would be a great opportunity for a dialogue and the

maintenance of good inter-nation relations.
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It is with great pleasure that I present you with this

c:e,r,t,i'fi-.ca t e., .an.d.. gifit a.s. ec t okenof--: out gra titut e ,

Mr'i .',~ThODias I. c·O~·Brien','was,!,pre.sidentof the';oAmerican group

du r Lngct h e y e a r: 1981-1982 a ndse e r v ed va a p r e s Ld en t of the whole

Association in 1981. On behalf of all members of PlEA, I wish

tovexp~ess0our great ~pp~eci~tion to Mr~ O~Brie~ forahiS

.c cn er t.bue Loa e t ciab e .wo r Ld ' 5 p a t ent f Le Ld,
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Karl F. Jorda
14th PIPA Congress
October 19, 1983
(Final Text)

KEYNOTEAIJDRESS

Shortly after I entered the patent field in 1957,the famous

(infamous?) "Melman Report" came out and I became concerned about

the future of the Patent System and a patent career. Professor

Melman had reviewed the Patent System for the U.S. Congress as had

professor Machlup and both came down hard on the Patent System, to

say the least.

Professor Melman answered the question whether the Patent System

still fulfilled the Constitutional purpose of promoting science

~~d the useful arts, in the negative and added that in the future

"the main impetus for promot~on of science and the useful arts will

come, not f r omrt.he 'patent system, but· from' forces' -and factors that

lie outside that system;" (S.Melman; "The Impact of the Patent

system on Research"; U.S. Senate· Study No; 11,.Washington, Government

Printing Office (1958)p; .62)

And ProfessorMachlup'soft~quotedconclusion:

"If we did not have a patent system,
it would be irresponsible, on the basis
of our present knowledgeof its economic
consequences, to recommend instituting
one. But since we-have had. a'

sponsible, on basis of our present
knowledge, to recommend abolishing it."
(F. Hactlup, "An Economic Review of the
l?atent System," U.S. Senate Study No. 15
Washington, Government Printing Office
(1958) p , 80.)

7
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But the Patent System has survived Professors Melman and

pools.pat:e,rtsand

8

studies of and proposals for alternatives to patents as

"would avoid almost all the shortcomings
of the existing systems, and support inven­
tion',much better: than .ever before, with
unlimited funds, and guidance for social
welfare, ':yet'with:direction by businessmen,
through licensed, nonmonopolistic, semi­
pUblic trade associations',"'wh~ch>:wol.ild

acq~i~e universal membership through
gaining' control of all goodpatents,through
being granted them on better terms than to
non-coope,rating inventors." (P. 9,)

incentives were made time and again but again the Patent System sur-

Criticism of the Patent System, certainly from economists' quarters

in industralized countries, has become much less strident and

acrimonious though it has not completely subsided.

time-honored alternative itself. For instance, another Congressional

vived them as, in the final analysis, the very best and most viable

which the author ambitiously called a "first. appraisal" of the

Machlup and other like-minded critics and is going strong indeed.

proposed additional ,on~s, in particular a "new institution" which

based on

Study by Gilifillan ("Invention and the Patent System", Joint

Economic Committee, Washington, Government Printing Office, 1964)

But it is noteworthy that evenrt.h i s proposed "newdns t i cutLon" is

Patent System, identified 1115 or so rival institutions II and
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then - that

tives will have an important place in stimulating business

(" Patents & Progress", Richard D. Irwin,

and finding them want.i.ng concluded that it is "exceedingly doubtful

that... intense research and new product competition would continue

Mr. George Frost also scrutinized the various alternatives

Most recently, prof. Dr. Carlos Fernandez Novoa of Santiago

"It ought not to be necessary
endlessly to defend the'pateritsystem
against the stigma of 'monopoly, I when
it is Ln. ,fact-' a:' .source. 'of·' compet.Lt.d.on ,
It should not "be assumed that every time
an excuse> is found to: Lnva.H'da't.era patrerrt,
competition somehow necessarily benefits.
It ought not to be necessaryto'indulge
in endless argument over whether the
patent laws or the antitrust;laws' ought
to prevail when both serve the same end
of maintaining competition and we should
be looking for ways to make both more
'effective;" (P,77)

in the absence of a patent system" arid that tlpatent system incen-

previously authored Senate Study No. 2 on "The Patent System

II e1 Sistema de Patentes as e1 unieD sistema de incentivar la

enterprise to create technology and - perhaps more important

and the Modern Economy" (Washington, Government Printing Office,

Inc., Homewood, Illinois, 1965, p.84) Incidentally, Frost had

- to apply it."

1957) and in it he stated - which is as valid today as it was

de Compostela, in the book "Hacia Un Nuevo Sistema de Patentes"

investigacion technologica que es conciliable con el sistema de

economia de mercado." (P. 32)

(Editorial Montecorvo, S.A. 1982) has dealt with and rejected
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In aqdi~ion to considerable criticism of the p~~e~~,~y~~e~,

on th~ part Qf economists, G9mplaints wer~ the order of the day

that the Patent System had really never been studied in depth to

answer such questions ~s whether the economic benefits derived

from the Patent System outweighed its costs. However, in more

recent times empirical studies and mathematical models have been

made and have provided previously-absent evidence re~arding the

economic value of patents .. A fairly recent double issue at the

Quarterly Journal of the American Patent Law Association on the

"Boonomd.c s and the Patent System" (Vol. 10, Nos 1 and 2, 1982) is

"must reading II in this respect ..

Accordingly, it can now be stated confidently that patents

1) do p.romot.e .t.he ;:innovatibn .pr-ocess ,

2) do facilitate 'licensing 'and technology transfer,

3) do have ,a- great<impact- on research' by: disseminating infor­

mation on advances ,in:techno'logy,~;

4) do encQ~ragehighriskinvestmentswhich lead to industriali­

zation, and

5) do have a significant influence: 'on' economic; progress.
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What kind of ,patent prote!Otiqnwill.proyidethegrea,tes1;

incentoive's :.for

l)domesticresear!Oh a I1dd",ye+()pment witl1. 1;he aim

to achieve .use fuLrdnnovat.d.onar

·--2) p roduc tLve ti-nve s trnent.s and t.hus economic proqr-e s s ;

J) international technology 1;ran&fer often coupl",qwith.

investmentventure&? I submit that i1; will not be a pateI)t "yp1;ell\

whichi& Qverly.re&trictive in t.erma-of pat.ent.abl,e sUbjec1;ma.tter

and patent duration,·ontheonehand, and overlylibe"aLin term&

of compu Lsor-y-Tf.ceriscs "fo'rf:eit.ur.e a , - and ot.her. J5anctions for non­

working,orf: the other 'hand';

·Rather'·i t :will bea patent system that .provi.des: patent; . p".()...

tect'ibh f o r ,'the:wtde-s:t :,scope"of:"subject ma tt.ericat.eqo.r i.e s g,sp~c,ia,lly

in new',:a:h'd.:-:explbdin9 -Jii;:dds of,:"techno:lgy::inclllding;;softwar.e C!-I19::_'~I1'

the "f:ield"df, .chemist.ry, :notonly-manufactu-r-ingprocessgs bll:t;~~l?o uses

and'::app} icat{ods ;",. compos i t.Lons: 'a:nd" f6:rmilla:tions,living,'organi-

isms and, most importantly, chemfcaf'stibs:tances or' compOunds::'tfei'- se,

Patent prOtectionforproce&&esOfrrianufabtllringchernic:al& is'

inadeqllate.even with the legal &afegllara. Of the reversal of'the

burden'Of proof because itissO·"asilYCiicllrnv"hted and because

it placeserriphasis OrVthedeveloprnerit Ofnewproce&se& to make

Ii
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It will also be a patent law that does not envisage sanctions

for non-working in any form or only under very special circum-

s t.ance s , Provisions fdr':cornpulsofy exclusivelicerises and ofor.

premature forfeiture or revocation as remedies for non-workinp as

per recerit proposals forrevl:sion::of the ',Paris 'convention are

especially abhorrent and repugnant and counterproductive. Such

a patent '-lawwilI:'alsoprovide"for ef.fici-en't:proseclltion :procedures

and count.enance 'effective "arid prbmpt::enforcement' o fv.paten t; rights

against infringement' ihclading- i also:'contrtbutory: .in I r.inqemerrt,

Furtnermdre, ::a"patent·:system t.nac . provides, adequate incentiy;~s,­

for 'researcll···'"arid de\7~l()p~ent'i investments:-- and-technology transf~r'"

is one that isnotniggardl'l when it oome"to the duration or

life of a patent, that is to say, one that will prpvide more,

or ideally'rinlch more, than fifteen years, ratherthanless. ,Eive­

year terms a'sexist"-"now'iih aome :national'lawsare: :completely in;.­

adequate aa an" 'inc:entiv~:m:echanisin'--eVen, if,;they .arevext.endabLe

'for':-another f'ive';;;'year .pe.rLod because :extension':poSsibilities ,are

narrowly cdr cumacr Lbed , l\nd wa~n I t .t.here a, r.ecent, enact.raent; cia

o!1~-Y~,Clr :P,;it?Jl.t .t.erm .Ln ,G9sta,:,-Rica?!

AS regards pa:tent:terIU' Iperson"lly feel t.hat, a, 2STyear

paten,t,' li~~ta V/c>:u1d:P€ :~~~or~> 1.;;i:k~:::~:t,,11,:~ )::.q::fact, a 113,gisla:tive;:pI'()::

posal for such a:termaoross the boar'd is "ow being r""gi"d for:

Lnt.roduct.Lon in,:theU.S. ,C:ongres".,~his'is,apaFtfroIU or" in

extend the term of a patent for up to seven years to oompensate

for the delay oaused by governmental premarketing and regulatory

review requirements which is a serious problem in the pharmaceutical

and pesticide industries.

12
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Some Lnvent'or vqroupa ';cfreinteres·bed in eli'larging-the' period

of patent protection to 25 years because 'neer Lyveve.ryone' :pO::fsesslhg

rights under patents -is 'experien'cirig dif-fidtiltie's in comme'rcf.a I t'z Lnq

inventions. And;indllstryspokesmeri ·'-als6:-have ':started'advo'catTng '25

yearsterrns;. For'in'stlince; at '.the ',LES International C6riferen\::'e- in

San FrariC'isco last October; Fr'ed :,-Ha.rtly~:-Chairina'n,0'£ Un-ion OilCoffipany f

made the following plea:

UTh~time_llCis:;~oI1le,t:():5ee~,lOI1ger
life'on. patents- that"protect mass-i.ve;
long lead-time investments in all
industries.we;;·see:tOday:'i':n- ;:refining
and petro-chemical plant project delays
'of - up -to five years:', andmore'·-for envd.ron­
mental permits, construction lead times of
bhreetbfi've 'years'and''cornmitrnentdelays
c a,llse~:lb1' iJatent ~n:terfe:r:enc:~~~_ Tl1(Jse
factors can be beyond our control and"
can easily consume half or more of a
patentlsllsefi..lF life~,I1-

13
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heard :ttrat-,:th,~:,'lifeot "a,pat-el)t .ac t ueLl.y :should endur-e for at

Short Patent Life - An Injustice and Block to InI1,oya:ti:on'-'-':.!"'t

PERFORMING ARTS REVIEW 9, 1979 p. 389 and M. Elphick, "Patent Laws

Are Behind the Times" , ELEC;TRO!'ilq DESIC;N6, ,March,15, 1979, p. 75.

Their argument~:"i:iP:,;,.J,)-r:·?-:,ef, El~~};J1:?~:many ip\T~)lJ:i.o,ns, especially

pioneering:':fp:veJtiqns~':'_9:f,~a,head: of ttl,e:i:r .t.Lrne end become conuhercial

only after ,-:P?tent:,,~,}{p;iI"~:tiol1.and the d.i.at.Lnc t.Lons..- between artistic

creation ancr':::~;.~'Ientii.ic:':-in\l'el1t-:~on-,a r e. beoomi.nq, J>.l:urred and hence

inventors are be~ng 'di~c~'im'i~?,t-_~~::aga:i:r1?t: yiS,,7-.<3.7VJS authors.
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There are favorable tendencies at work. Things are looking up,

indeed. The Patent Syst~m is becoming stronger and healthier. The

note of pessimism on which I started has by now turned into a high

note of optimism.

A favorable turn of events, if not reversal, may also be in the

cards as far as the Third World and their industrial-property and

transfer of technology; systems' "are concerned. Here t.he'crisis situ­

a t i.orr we have faced for many years now may 'ea:3"e:up arid: 'he ''turr.i:e''i

around hopefully in the 'heap future'du~to the phenomenon of 'tever~e

technology',transfer and the growthbf true MNC's.

A new stage has be-en' reached -where'some devel.opi.nq na t.Loris hav~

already h~co:mel'devel()pedl':natioIlSin":the:::seUsethat· they; have become

technology exporters. T:n'some:':countr'ie's .and notably La-t,fn. AmerLcan

countries, such :aSi in particular,-Argentina, Braz~l and 'Mexico this

has .:,a]"r€;,Cl,dy:, reached very p ronounced .proport;i.ou_s,. Mexico ~is,,"the

best e~ample-oneca.n~iI"ldJnthis:r,egarq.:butof uni,veI:"~,a..l,<vaJ.,idity.;

1-1exicois still c Las s i.f i.ed a,~a deveLopi.nq ,coHI1~ry. And inl?.of-?.,+

as the deve Lopmerrt cof t.ru Lyinew p roduct s is,c:oncE!,I:"n~d,, ;,',e. g.. , syn_t,h€;sis

of new chemicals, it c~rtaiply does not co~eclos~, to 1=:h~ n;tCij(?r

Europeancountrie? or ~~p~n or the u.s. However, Me~iqo ~~tpou~ a

do\)bt has come a very long way as regards technologi"al pr{)gess.

15
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Mexico has already sound technology of its own in such

fields as agricultural infrastructure as well as such industries as

petroleum, beer, cement, glass, steel and others including some in

chemical areas. What is more, a full-fledged campaign has been under

way in Mexico to export "horne-grown know-how". (See Business Week,

August 30, 1977, p. 40.)

For I n s t.arrce I th~ .. ~X~~A;-'pr9seEp:;~or}:.1i:r;e,C?t r cduct.Lor,

in steel making, whigh,:msdeve1.opedhyHoja).atay Lamina, the

).p.rgest pzLvat.e steel company in Hexico,'vas"first sold to

Brazil in 1969 and has since a.Ls o.vbeeri. poughtPyVen,ezucla.

Th"", technology DEI'IEX Fe invented by PEI'iliX. the" state oil monopoly t

in.order to ,extract mc-tals. frorn crude ;:;,petrolel..lIl1.during, t.hc

refining, prc ce s s ; has been SOld to ECOPETROL,the s t at;e

Pe.t r o Le'um company of': Columbia ':a.s .\-;rel1 as to Ja..-naica rl'he c

methodlCORTINAto reinfbrce steel structures is'usedin'Colulrbj"

and Ven'(?i-ueTa,~ 'And Perti>:_ancl-:1n~g-eriti'Tia: have bouqht; the CUST:

pr-ocesa ,.:<a:- me t hod deveLoped by::the Buf~t6'-' Industrial'for::t:h2

f.1Clntffacturebf:pap~r:;pulp. 'Lately', :'1>1exical1, te"chn'olcHjyl1tis

also tie'en" f'ound o uts i.de'< o f La't:iliAJl1eritil. Steel p l arrt s -\·.~hich

incoipbra't:'e-·'the HYLSAproces's are 'being cons t.rnc t e d ill Iran,

Lral; , 'Ihd()i1c'sla and ·Z-ambia'. The CORTINA' technology has been

bought by SClucJi" Arabia to be usecJ in projects of the Dcp"rt-

the United S·tates in an expansion of a multi-million doi.l e r

refinery in corpua Christi ,Texas.

16
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Mexico haS,also developed ahydrometallurgical Process of it~

own to make copper electrolytically.Itwen!: .Lnt.o the pilot pla"!:stag,,

in 1977 i"Baja, California to produce 10 metric tons/day a"d later

9,000 m, t./year., And by now this pxooes s has beene"ported.

Lt.. .Ls ,al);q,>VE:I."Y. ip:_t~re,.s,tin:9t9 I10'te ,that t.here hasvbeeri aid.r i.ve

in Brazil not only toexP9Ft:.·:go0cis !>-1lt:.,als9., al).d;1l1prE;! recently, to

export less s{)phistica!:!"d technology {)r to,re~e"portteclmology ~dapted

to the, condLt.Lona iofia. deyeloping·:9ountI:'Y: to",(;ountri~s_,whichhav~.,:Il,qt

yet,..reacl:1~d.the Lndus t r i.aL LeveL of .Brazi.L, such CiS', Arabi.c , African

and some,of t.he c t her- Lat Ln American count r i.es , IN7'~R~RAS "h~s traIls::!

fered teshnology,involved in abollt30 proj",cts f:rom Brazilt{)such

other count.r i.ea u.nc Iudi.nq r.: for,.,.ip::;tilnqe, t~9 cerami.cs __.p Lant.a in

Ni.qer La ,

In -this connectiqn,.it:.is a Lso veryin:te:r,esting indeeCi_·to.,11pte

tha,ttrul-y;mulJ:)"I1Clt~9naJ-,cornpanit?sa Lr-eady. ~:p(il?t in La t i n Ameriqa and

have .pee,o,ernerging:. from deveLop.i.nq count r i.es.c i n g~n~rC3.1 fqr:~8m~

time nowas:discussedin,a :l:'ecept:., Ha~yardBusinE3~s Review article

($ee Davi.d H~enan.:e:t ale .t. lIT1le':l:'ise q;f thi:rdwqrld rnuLt.i nat.LonaLs'",

Harvard Business Review, January-February 1979,pp. 101-109),

This is just an illustration and. pos s i.bLy..onLy t.he tip of an.

Lceberq , ,-But"these"a,re not, isolated Lns t.ances r ;Lt, i~::b~S=0IlliIlg a

pat.t.e rn ; ajsys t.emetLc pract.Lce and a Loq Lca.L d.eveloprn~nt;.,. This

ought to be kept in mind for the sake of objectivity and perspective.

division or gulf or dichotomy be-

tween developed and developing cpu~tries. From the point of view of
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techno16gy'transfe'r i E{g'a dyriami.c ever-chariging"p'icture>' The 'po i n t

carr: he made" and 'thi's:"sho\.ild be' barn in' rrrind: tl1at-w.i't.h"respect: >1:0 the

Code of Conduct and" 're s t r i c tLons in Techn'Olog-y" 'Transfer agreerrien ts,

the "chickens:""'may:comeo'honreto' r oost" (as we' say in the uriited

states) to the"developing countries when' they start· to exporr.ir.ecri­

no logy 'and .. pract t.ce export o'f : technblogy'themselVes;

:-:r'n this 'regard it,';was mos t, iriteresting,td:hear-also 'a1: the

Syndeny LES'Corifereri6e, t.har.: the switch hom developing to developed

coun·eifes:whl.ch'i'§ fast 'coming' about; also in Asian/Pacific coun tr i.e s

s uchres Korea, Taiwan~ Sing,iporl=,is taking place wit:hout>-'any're-'sort

to such 'restrictive pra'6tice's;as are pr-eveLerrtvLn Latin:AniefiC'ii~~

Restrict:ive 'p~i"tent poLf.c i.e s are indeed unfortunate because'<pa t.erit.s

are an important element in stimulating the working of new and useful

Lnven t Lorrs :ani::l-'df'-'compiedn'entary know-how) and consequerrtLy , fa:cilitate

anCl":'{ncreas@-<technology t r ana fe r ,' The-r"e-f6re-/' s-tr-ong> rather than 'weak

nat.Lona Lvpa t.en t, laws-,,'in developing" countries "are,'-llrider' cost/beneTi t",

evaluatibris,' the best:', method': of -oont.r i bu t i nq to an' increased .i.nf Lowro f

desired and suitable technology and know-how for the 'berie f it of industrial

and agricul f.iifaL; p roq r e s s,

Whlle:'f3.vorabie t.erideric i.es are at:wotk, there is aiLot; yet to' be

done and PIPA'as ariior qenLz a t.Lorirand we as individual :PIPA'rriembers,

have to con t i nue our ef f o r t s : to help shape an'd"strengthen:'patent-'sys'tems

around the globe .

.18



THE PACIFIC INDUSTRIAL PROPERTY ~SSOCIATION

AddreSs· to the>14th International Congress.
Of the Pacific InduStrial Property ASsociation

Washington D.C., October 19, 1983

By the Honorary· Chairman:

MICHAEL JAHARIS', JR.

It is a great honorforllie to accept your appointment as
HonoraryChaiman for the' Fourteenth Annual Congress of the
Pacific IndtistriiiJ. property AssoCiation. My :company, Key
Pharmaceuticals, rnc , , has been built with industrial :property
rights as a cornerstone.. We have recognized the irn.portar..ce of
close understanding and cooperation between: Japan and:th'ecUnited
States. It is Illy hope that my countrymen will benefi·t frolliKey's'
eXaIllple'ahd that the delegates of this 'Congress wiilbeab1e·to
use":Keyas all example foi":your'" management to"""5ho~i-":the ,benef.its
and importance of better international understanding between· our
countiz-Les,

Ei:irlier this year, your goyerhllient kindly inV'ited to Tokyo
our Commi s s Loner of Patent's and Trademarks, Gerald'" <J~

Mossinghoff. Iam delighted that jtistthis week, the Directoxc
Genera.l 'O'ftheJapan'ese Paten't.:'Offi'ce, the Han • Kazu6 -'Wa'ka,sugi,

*'President;and CEO, -Key Phazrnaceut.Lca.Ls.j Inc .. I :-Miami ,-Fiorida.
·After . working Ln tpefield. of industxcial property prote"ticn
for a major multinational ,healt!l care "concern,{eyentual:"'y
t.ecoming a senior Vice-P=esident), Mr." jaha'ifs in' "1971 (t6~

geth(3r .Wit.h Dr, PhiJ,ip . Frost) . acquired a 'then small- drug
h:o~se:".,todav't,he" ,Miam~_:"ba~~.d,l1e.a1tl1 ca!~,. ,c9,ncern, . K~Y,P~aJ:'ma­
celJ.t.icals, 'inc. I" "fhich".has'in "subs'tant~'~.~>.iueasure"grown, .t()·~t:s
present $100,000,000 year size through its international

"~'r~:-G¢,n,(::tLJlg_.~,;,QJ..,_:_EE9£E_:h~_~,~E¥,,,'d'rll <j" , d~~~v~rx':'sy-steIris:~: 'Despite ·,-his
.manaqement",re sponsib i 1 Fli'J::es.---:::a,;s:'.':::Pres...i'dent",":'":'and:"'::'e-h±-e:f-:n:cEx eo-u''Cf1;v e",n,.
;Office~.. o.JK~y, Mr~ Jaharis:conti:nues :to 'a-;tively. Lead .Licen-­
sing discussipns and be LnvoLved in patept procP.:r~rnegF
matters. . .
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is in the United States to accept our invitation for cooperative
discussions. The trilateral meeting, also including President
Van Bentham of the European Patent Qffic;e, marks an historic
evolution codifying cooperative efforts amongst the leaders of
the industrial property world on this one hundredth anniversary
of the Paris Convention, and just two years before the hundredth
anniversary of the Japanese patent system.

irit'er­
legal

industrial property is not recent, but
when I worked with my very close .friend
this morning, Karl F. Jorda. Although I

-2-
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responsilSili,tie's, more
hand· appreciation of theilllp()rt:a.nce ·of not.n
national industrial property rights

My introduction to
Came eartY: .Ln my career
and your Keynote

PIPA has already been recognized in the patent field as an
important international organiz~tion. During the Administrations
of the two chief government officers for patents in our coun­
tries, international cooperationhasbe<;>n greatly strengthened.
Both Director General Wakasugi and Commissioner Mossinghoff must
be congratulated on their efforts to cooperate in understanding
and avoidance of problems: their historic trilateral meeting just
this week with. their count.e.rpar-c ·.from . the EUI;opean. Patent Office,
Mr. Van Bentham, mayweJlbe.lookedc upon year-s hence as an his ..
toric fOJ;'1!lalizat.ion of the cooperation.betweeI1the three. most
impoI;tant pat<;>nt-granting organizations in the wor Ld •.

Essential to continued cooperatiqn in this age.· of .11igh
technqlqgy is closer and b<;>tter Jmdepstanding ·between the govern"
merrt.s and., :in.<il.lstriesof our,<.two;coll.Il't:.ri.es.' W.i;thput., undenscand-.
ings built upon. deep study and per aonaL fI;.i<;>ndships, we face. a
danger of restrictions. on technqlogytI;ansferwhichwquld threat..
en the free spread of technology to better mankind. I am parti­
cularly pleased to see the efforts of PIPA to bridge the gaps
between OUI;.twosocieties, i,lnd· notre the friendships between PIPA
members across the Pacific whi.ch go a Lonq vway to buiJding brid­
g<;>S· of. fri<;>ndship . and cooperation which.. are necessarytoayoid
the. threats ofrestrictiye legislation, While.l;'Il;'Ahas nowesta­
blished deep roots, at the same time it is still fresh and vig­
orous. I am honored to be here in the presence of one of the
founders from Japan, Mr. Saotome, whose name""a'iid-'repiifiii::ibri"'''':a£'e
well'known jto me. By coinc:fdence/:Mr~: SaO'tomeha.s: ;been- :a':leader
of Mitsubishi ~as61, the f~rstJapanese company with which Key
has had major cooperative dealings. .



dep~rtrnent as Mr. Jorda's coworker 1n a major multinational
health care coricern , At that time, we workedi'n the industrial
property area of a major drug concern, and to this day I continue
to pro.fit from Karl's lessons on the importance of·· international
friendships and understanding in the international 'industrial
property community. Today at Key, I am involved personally and
often lead. patent license discussions with companies from Europe
and Japan, and personally participate in patent procurement
matters.

Patents are of paramount importance to arr R&D company and
<::ountry;every.effort should be made for a better' international
understanding generally in this . field, and particularly between

.our twoc.ountries. Although Key's example of management.involve­
ment in patent. matters may be relatively rare irithe United
States, this is not true for Japan. Many: leaders 'of Japanese
companies. have intimate patent involvement. during their careers.
lunerican delegates, to this Congress should study the involvement
of top Japanese .manaqement- in daily patent concerns to see chow
their example. may benefit lunericanindustry.

Cooperation amongst governments,' whi,le :irnportant, is not
'enough. The.Delegates to this Congress . bear a special <respon­
sibility to see that the industries of our two countries better
understand the workings of the patent systems. of both, couri tries ,
so that the secrets of each are open to all, and so that all may
benefit from.,the systems of both countries ,in full keeping with
the letter andspirit of .the Pari's· ConventiOn'. Lamveryplea.sed
to say I on behalf of Key Pharmaceuticals, tnc;', thabwe have
enjoyed the benefits of the Japanese Patent Office and have
received,the'same 'fair and equal treatment in Tokyo' as' we' have
receivedin.Washington. I,am particularly impressed.byithe open
invitation,. '0 f Mr.' Wakasugi to your ,Keynote Speaker,extending
'hospitality to a select ,PIPA' delegation oflunerican industry
leaders for a visit to the Japanese Patent Office next February
to exchange views and to foster better understandings by
Americans" .o f the ·intricacies.ofthe Japariesepatent procurement
procedures. I encourage the Delegates here at this Congress ,to
be actively involved in. assisting your Keynote Speaker in this
important mission.

and international
understanding did not
matic gesture to PIPA. It is but the latest manifestation of
continual study of international systems that began with the

-3-
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Meij.i :'Restiorat.Lon., -'exemplified' Ln vt.he pa't'erit; f LeLd by the 'nume,r­
ous Japanese delegations to the U. S. Patent arid Trademark Office
which' compaxa t.Lvelystudywhat ~are doing. Parallel' delega­
tionshavemade simi-larventuresrto.:the-ina j or Europea.n 'capd-caLs ,
Out of these studies, benefiting from whatever good practices
have been observed in the United States and elsewhere, the
Japanese 'industry and government' have gradually synthesized its
own modern, distinctly Japanese patent system.

Comparative study should be made of the present American
I:'patent 'interference":system,with ;t.he-' IIfirst to file"- practice of
Japan .and Europe. PlPA could be .an ideal vehicle for such com­
parative research. I see many-vbene f i t.s to an' American move to
llfi:rst to fi;LeII ', We should carefully study how:, this system: has
worked.in Europe and Japan, and if 'indeed such study shows this
syseem reo be,in>-the self-interest:of :the Europeans and Japanese,
there is a.parallel Le saoni.co be learned .here in 'the United
States.

Japanese study of American and other western institutions is
not new. Americans should benefit from this exampLevvby having
delegates now go forth' and study how the Europeans and the
Japanese conduct their patent systems. While any change in the
American code necessarily and quite properly should be in the
Americanself.-interest, Japan and the United States ,as the: two
'most·, highly industrialized societies of 'the' world, share "",any
self-interests in common. As 'Japan in: the past generation has
comparatively shopped in Europe and United States for code
changes, it would be beneficial .eo Americans to 'investigate why
Japan has elected many European models andrejected'the American
counterpart model. To the extent that-Amer-i:ean-s--sha-re a common
self~interest with Japan, Japan- 'should serveias an }'experimental
laboratory model" for :law changes which it has gradually adopted

.Ln the past generation based upon the European model. One such
ex-ample .bear s '.-particular : importance:

again for;"'your invitation- ",to ;address:this impor­
I trust ,that your meeting this week in Washington

even better trans"'"'Pacific cooperation- and
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14th Interna
Washi

October

PI
Acce.

I am deeply honored to hi
you and so many in our profes~

tional cooperation i~,th~ Lndi

I can remember· .. t.hat.iwhen
ient of this award, .he said til
cause he was the oldest. Of (
I find myself wondering whether that was the reason Twas sel~C~~U.

In any.ievent; I,am old eriouqh to rememb,er whenPIPA was no.t.hi.riq
but the brilliant idea of a small but, inspired group of ]J. S. and
Japanese- exper t s, PIPA IS crea'tion:-and:,growth 1:)ave,since.--the,n;
resulted in highly significant changes:

- 14 years ago, neither those in the profession in,.Japan:.J;1or
those in the u.s. understood the intellectual property
systems oLtheother's,country nearly as well as they do
now.

- Certainly the industries of':-_our tWQ,cQuI)tries respon,s-ib.le
for the creation of new technology did not have the;re.,.
spected voice in internat:iona·l circles that .t.hey., haver.now
speaking through PIPA;

- Most importantly, alIof us, who, have 'represented our, member
companies inPIPA haveshared,in stimulating intelle>:tual
exchange and good fellowship and have developed deep>and,
lasting friendships as we have worked together.

What has all of thisctodowith Illy receipt of the PIPA
award?

Only this: I receive it with the recognition that I am
honored by a most highly respected organization; and that my
contribution has been possible only because,Lhavebeen privi­
leged to r epre senc that organizationdnmany places and to "share

.>the.respe>:.tea;I;.ned., :f'Ql:" .. rIrA..lJy·thecdedkated work of so many: of
my associates and good friends;" .... . ..• ;-·N' .,

Edgar W. Adams, Jr.
O>:tober 19, 1983
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Honorable K. Wakasugi
~~, Japanese Patent Office

.che greatest· pleas1.lrethat I address the
,.embers of PIPA in Washington. As Mr.

;president, mentioneCl., ... ~ am doing my best to
'-,~~nt adrninist~a~~on;",ol?e~a~:efficientlyby

the special- account system:,andcomputeriza-
at the same time I am also trying to establish

toward the patent system and patent rights, or
>",e:nera respect toward the industrial property

improve the status of those engaged in patent

As far as I knbw,theUnitedStatespays the highest
r~spect or attaches the highest v~lue to the industrial
property right; I think those who are engaged in the
patent work', ,a~torneysand"()thEH':business people in us
also enjoy·thehighest.prestige.

Regrettably, Japan is still behind. Perhaps, it is
because we are one bf:theNICS, if not the ' Leas t-deveL>
oped, and need to try harder. At the same time, I recall
that the first Director"General of Japanese Patent Office
visited US about 100 years> ago to study the patent. system.
He must have come to Washington and must have met the then
Commissioner.

He then went home to Japan and established a modern'
patent system. We have since made quite a progress
during those 100 years. And yet I am still a student of
COHlIflissioner Mossinghoffi Abol.ltthis' -time last year, 1:
received'a lesson from him which. lasted for more than 1
houzvLn the Office of Ame'rican:;Mission:-inGeneve'. He 'Was
more like a professor than Commi.s s i.oner, Iistudied the
splendid and most ambitious automation program at the
US Patent Office .. Thus, the lessons which were started
100 years ago still continue and we: look up tOfUS as a
pioneer'.

As you may know, Mr. Takahashi became a prime
minister afterwards. But I don't think he'has thanked
you properly--I understand he had rather a poor memory.
Therefore, I would like to express our heartfelt thanks
on behalf of him 100 years afterwards.

I have another pleasure today; I am extremely
pleased to meetyol.l-~pleasant<and,:.intimatecpersons,;,;;;",

," ·.. "..again
should be called and Intimate PerSOns

Association--a group of jolly good persons.

- 1 -



As you know, we had atripartite.:rneeting. In sum,
it was a huge success. One of the European delegates
toldmethat.heattended this type of congress.for.the
,firsttime--a-congress free: of ,'negotiations , ~rouble',o:r

bargaining, and a .conqzes s ,aiming ',.solely at advance-:
<mentand:cooperation. I- think it is extremely Lmpo.r-.

tant.thatall the members of this. Association share the
commonrqoaL and give impetus to each .o.ther-:in'achieving
this goal.

We are doing our best to catch .up with.US and to
fill the gap of 3 yearsininitiatingautomationprog.ram.
I think it is the same withEPO,and suspect that US is
afraid that Japan may surpass them. I think that it is
a rare case where the 'cooperation and competition are
compatible with each other. AlthoughT shall not go
into the details of the meeting; I shall just mention
the ''atmosphere was "mostcordial. Automation: or a :paper­
less project is an epochmaking project and <the proposed
cooperation among three countries is also epoohmaking.

That the industrial property right system is most
international is very well illus.trated by>the 100 year
historyof:Paris',Convention. There ":are many' treaties
to date; but I think it must be the fiJ:"stattempt:that
countries got together to .make the system work rationally
by:-.cooperationin respect of actual examinations ,':paper
work and for·better efficiency.

I believe that this: project wilL give profoundim­
pact beyond mere offering of information orrationaliza­
.t.i.on o,f'clericalwork. For instance,', ,the .moxaLe of ,itbe
Japanese Patent Office workers has never been so high.
This i5the impact of move .toward the computerization.

Patent Offices.generally have long history and
tradition. Japanese Patent Office hasahundred.years'
history. US has 200 years' history. England has about
300 years' history although .1 am not quite sure. History

,and;tradition,-:sometimes,prove, to"beinconv,enient~ They
:m,ay'-harbor.dis1ikes>or ,inherent r.esistance.':against
changes; or pzoqress, Such a :'negatiyechar;acter:is,being
oVercome to a .cons-i,.derable ,..degreewith ttl,i:s:c()II\puteriza­
tion.

I have been admiring Commissioner:Mossinghoff or
Commissioner Benthem:since I met them: for the first time
as men of ability and action. I am afraid I am most
ignorant. Perhaps I am the only one Commissioner of
Patents in this .whole wide world who has not read thrOugh

can be a powerful
>weapon. 'I
ization.

- 2 -
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,Thus;Tuse-:my.ignorance ,'a5--a: weaponry. If I may
explain :in morerdetia.iL, I am -trying my',best to develop
an:autdmatictranslating machine as' T'mentioned :inthe
beginning. I:am confident that the one from English to
Japanese will becornpletedwithin:'5<.years-'. However ,'T
am told that they do not know for sure when the one from

'Japanese to English will be completed because of the
"irregularityinJapanese'grammer. Iplantohaveit
completed within a decade.

That I can say that the completion will be within
10 years means that I am completely ignorant. The more
onevi,s -an expert on the question, the more difficult
they claim it to be.

I started studying, but then I felt discouraged.
Sol decided not'to study. Knowledge is quite useless.
It has only .a negative use. Therefore, I proudly pro­

: claim ,my ignorance.

Now, I would like to make two points. One COncerns
the patent administration in ::Japan. I,am 'quitepleased
with myself for being able to say this. For the past
31 years;' I have been wlth the':Ministry -of International
Trade & ,Industry. I first started working at the Patent
Office. Thus, I have been quite familiar with the

.:Patent Office, but I have never once: heard .o f policies
or ideas of discrimination against the aliens. On :the
contrary, my countrymen 'often criticized that the Patent
Office was favorably·prejudic"d:for the foreigners.
~:,This: type.of"criticismdecieased recent.Ly, 'Butit.was
":qui te naturalhecaus,etechnology .over-seas. ;,was superior.

Secondly, I interidedto make ,the Patent Office
completely open to the outside. I hereby declare that
everythi.ng:in:theOffice' will 'bell see~throughn<.'except
'naturally your trade secrets will be jealously. guarded .

Any-types 'of, corrt.ac.t.s , ;director, :-indirect"by
l"tter ,tel"x or telephone wi llb",'mos t welcome, :although
telephon~ 'c()Iita'cts, may enccuntrer ';some:language' barriers
until ',the<transTating"machine,is completed ~ T' beLi.eve

, there ;·'are great mer it.svfor-: d Lrec.t; ", cantact.

An Australian attorney told me th" following at
the Geneve .Conferencelastautumn. Theyhadn"gotiated
a license ,agreement with ,a Japanese company·awhileago.
The;representative from the.Japanese company t.o LdihLm
that such conditions would not be approved.by the Japanese
Government. I: telexed in Japan asking if the

in such :>away.
ceased to int"rfere mor" than 15 years ago. Maybe it
was 20 years ago. I am not so good at figures.

- 3 -



I was quite. ,su:rp~is_edto ·lep.rn,.;:tb,at;~he·,JCiPCi~,~,S~

Company couLdv.be so obsolete. althougp. nonevof'. you in
audience would be. This will be instantly disclosed by
a call or a telex message. I think Americans are closer
to Japan and would not believe such •a story. ,But beLi.eve
me. Japan is trying her best to makeeverytping open~nq

frank.

Naturally there are sti,ll NTB-s. Howev,er"I am
confident that not once in the past ten-odd y.earsJapan
has retr.ogr:aded fromliberilization or Ilopenli~esslI:.,~She"

has made ast",adyprogressev",ryyear.MITI is dubbed
"nocor Lous n,but,T:swear tpat as ...farasT:amccmcerned
.1 have donevevery thLnq ,to, make ourOf'fice, "o:r;>E:!:n an<1,.".,
transpa,rent n

.. lam .determine,d nevert:o allow.,r,Ef~rea't.,

Thus, we welcome direct,_contCicts,~romyori.< ID.Q,rder
to show ouz. willJngness, we .wc>u~d:li_ke :to aSk,M.r." Jor,d,a '
and me~bers o~ EIPA ;toyisit Japan a~a,n:~~~ly :r;>~;ioq

next year. In other words. I wOllldlikeycmto .meet the
examiners.. Having thus escab Lished the C()l1trCi,c:'ts,.""X9tl
will be able .100 communicate W'iththemby telex, telephone,'
or by letter.

The Patent Office is generally more.ineffiC:i"I'lt·<
and beaurocratic than you are.. However, I always contact
Commissioner~ossinghoff.instantly",oveF._t~~,ex.. :"Th~re:fore,
I think I .am .capabLa of comrnunicatingw.ttll y:ou" too"
tt~Ough telex or telephone.. You are most 'welcome ..

Although I would like to go oI'l,thil:"tyminlltesh('.Ye
passed. I do admire the conqerii.aL atmq\>phereatJ'I.,A.·
I .. would Li.k e t.o continue attenqi:pg -t::h~s_';Co~~rs~~s as:,a~
observer in,the future ..

This is my second attendance.r but, perhaps if I
atrt.ended .the.Conference 13 time.s. qouldI please.paye
the plaque that Mr. Adams got yesterday?

Thank you very mucp.

- 4 -
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Addr.,ssbyTheHonorable· G.J. Mossinghoff
U;,' s , ,Commissioner'ci,'Patents &·Tradernarks

I am deHghtedto be able to join you today with my
colleague/Mr~ 'Waka.stigi.

We have hired over five hundred-and sixty new examiners.
We plan to hire another one hundred and eighty this year
and another two hundred and fifteen the following year.
At the end of that recruitment program, we will have a
steady-state force of fifteen hundred patent examiners.

Court ofOctober of

- 1 -

past

It 1({as,twoyears ag(),I" I believe" .that I was honored
to address. thisgf()UP in New York City. At .that time;
I told you()f our!'lans for putting the United States Patent
and Tradema.rk.Office on a sound financial footing by
increasing., qUI:", f~esl an9:}:1ow.we'had)?r~J?0s,e~: ,~o :en,terinto
a bargaiIl, ~ith_the ,peqpl-e,we:serve I,irl~ncltlstr'y',both ,c'in
this c0tln,tr;y and ,inte-I:"nat,t,,()nal1Y'~'_andwithi.nven,tor~--:~peopte
who use 'trademarks. And the bargain was that in 'return
for j:h", substantially incfeased patent. fees we wereg()ing
to bfing about a. first class operation inl:he Patent and
Trade'ma,r~ 9_ffice~, At t~at-·time', wewere~adciing t\\7enty'
thousand9ases each.year to an .already .huge backlog of
cases.. Itto()kl()nger .t.o g.et a .trademark than at any time:
twellty-four: moIl.ths. . It took longer than. ata.ny time in
the history of the United States. And our twenty-four
million document file was all paper, hand filled and
retrieve4,,( ,ang, ~evel1 percent _.,of those documents were either
md.ss Lnq or:inisfiled~ .

.wei ..f()rmulateda~arnbitidus .pla.nfore.dress .that
situation; lam pleased to report two things today : (1)
that we are on schedule in achieving the goals that we'sel:
out)~9:t::: ()If;,15E?lyesJ.r~~rornis~,,for~~eincreas~d fees ,w~ich
Congre""gave~stand(2)tha.t none of the awful things
that ()PP9rients of j::hen.ew fees said .would happen are
happening. Except for a shift·inthefiHngs, when every­
one in the United States in the patent ·field·cleanedoff .
his or her. de"k j:o fHepa~",nt a.pp~ica~ions before the new
fees we.nt<iIltoeff"ct~..eJ{cetitfor.that--weare ri",htback
on the same <filirig trends tha twe had before the new fees
were formulated.

was the establishment

28

I am proud, also, of the institutional systems that
we have been able to help arrange in one case and to

in another case to address in a forceful way the

.. . .. .. . ~~;~~;~;;~:~: of protecting intellectual property and highI think one of the most dramatic improvements
hh,tor'v--· ...



Appeals for the Federal Circuit. I know, a~ T look around
the room, that' the -American: meInbersof this'organizat:ion
fought very hard to ,overcome political resistance. ~nd to
establish that court-which- is rationalizing 'and 'creating' a
national patent law that can beideipended upon by all USers
of the 'U.S. system.

Also, institutionally, we. have cre~ted underth~ Cabinet
Coun?il for commerce: and Trade--thisis aCabi'net-Co'uncil,
chaired by Secretary Baldridge, my boss--we have created
in that Cabinet Council an "intellectual property working
group." Virtually everything we have done in this Admini-­
stration having to do with patents and tradeina"ks and •
intellectual property has corne out of the ministerial level
deliberations of the Cabinet Council, one or the other.

WecurrenHy have decided by the Cabinet Councilsystein
that we- wouIdvsupportipat.ant; term restoration. Twas informed
this morning at a breakfast meeting with Director--Gerieral
Wakasu..i" that that is, something that the Japanese industry
is int~:r~sted in a.l.so: "l:"estoring.to.pateIlteE!s'Vih(),'.are
deprived of part of theirmarket,life an apprppriateam.ount
of patentexclusivity to ma:ke up for the time it takes
to achieve governmental c Lear-anoe of--new drugs, ornewa-gr)~:';"
cu l, tural chemicals. ",','

We have taken a strong view aga.i,nstint~rIl~tional

counte"feiting, and I think both of our nations have a,
great stak.. ' in preserving theintegri ty of the ma:rk.. tplai::ia,
and 'to corne down very heavily' on those who wou'ld deprive
consurnersofinforma¥i0nabout products by pirating another
company's trademark, '

We have taken a lesson from Japan in the area of <thia' '
rental or phon? records and the rental of Videodisks or
videocassettes. And the Cabinet ,Council, working group
and th.. Cabinet Council have agreed that' copyz'Lqht; owners
should be able to par t.Lc tpace in rental income of phono
records~and'videocassettes.

The".<::ahinei t Council h:os decided to 'endorse, "tirong
protection against' the,co]?yingof,themasks that are used
to make semiconductor chips. 'rhe precis.. type of protection
that we will re.c0l1U1\end has not be..ndetermined,but it
willbe'copyright-lik.. t>rotection that we",iH recommend
to the Congress be epac:;ted top"otectth.. substantial, ,',
inve,~-t1ne,n t7"-~na-',~,_tl"s,n01: 'nece,s sB:rily i!1!lOV~tiv~, '·o'r: -i~vent:ive
activitY,but't,t' '5 ~a~~bs,t~ntial-'i-nve stment--in,' creabing·
these. fantastic' sem.tconduccor :chips.

- 2 -
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perh:Clps,intJ~pan ,to ,~}{plore.tp:~;possi:pi,11,ty: of vprot.ect.Lnq
the tiremendous rha qh tech'ccapability;of tl1ese chi.ps,

W:~'a:r:~ look;ngat, .prqt:.~ptioh,fpossibly" ,,:{)fc9mpu:ter,
software., It is now; copyri,gl1table".'but ..there isa,feeJing
that perhaps' a more specific form of protection might ',be,
appropriate for computer soft~are.

We ,expect,to,recommend-...,the:, :worki:ng group" ,I be Laeve,
will' recommend,to the Ca b i.net; Council that the Uni,ted States
adhere to the Brussels Satellite Convention iwhich Convention
is in place now. It had been negotiated. Thepurpose
of it is 'to: preverre :piracy oftelevisionprograrrt? and movies
which are transmitted by satellite'

We are doing a complete review of all trade laws as
they affect intellectual property" and I expect that our
wor~ing group will, haverecommendatio~sonam~~~men~s to
the trade Laws to strenghen intellectual ,property.

Finally, we are presenting next week to the Cabi.net;
Council working group a proposal of, the Department of State
and of Michael Kirk, whom manyofy0l.l in .t.hd s room know,
which: :will .be a program to increa~e.our: assistance to
developing countries in their efforts to es~ablish

intellectual property systems in their countries.

The. touchstone of thfs, Aqrninistratiop. 's consideration
of intellectual property is that where there is a conflict-­
a polit,i<:.Cl~coI1flict, .or an,economic.,conflict--betweeIl;those
who create .new technology and new intellectual property
and those who copy it, we will come down hard',.on'"tlle s Lde
of those ,who create the new technology and give that new
technology to the world .

Internationally, lam verypl,eased with the results
that we obtained at the Third Session of the Diplom<:>tic
Conference .Ln Geneva. I will tell you, that a part of"the
sUccess of that conference stemmed ftomwhatis referred
to as the "Pacific Groupll_-not the Pacific Endua t.rLaL
Property As:;ociationbut the Pacific Group., A year arid
a half.; ,ago,: :there was,' .a. Group')3rnee,t,il1g '''Cl meeting of
deyeloped courrcr Le s in Munich. Unexpectedly, I ended up
heading the delegation to that meeting . Lw,,"s used to
U.N. -type,n~goti?:,ti9ns:,'basedon:my: ,cCi,;-eer" at, N~SA,.in
the Committee on, the Peaceful uses of, Outer Space .. of the
United, .Nat.Lons , :rn.thqsE? deba,:tes,andcie,libe.rations, ev~iy'

countrry-i.speaks fqr its~J.f:the!."e.Clrl?::n9.gr.oup,neqot.La't.Lons.c..
As you might expect in the space a,nd:':-:!1,i;t,ional:: s~cllrity
area, the leadership of each side is primarily the United

,,·S;ta~tes "--Vfa::r?R:us",~,the,."cs.oV:'.ie,t,"·"UrliQI1, ..~iJ~,,.~e;v;l:,r".th~~~s.SH""""e.aph;",:<:::p:~U:.:tr-y,
does it.!:i,;q~nI;l19,g()ti,a,:tiIl,g. W~e~:.:L :go,!=,::te>:, ~tlnicb:,,:~.ikeKirk

- 3 -
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explained,the'gro.upsys,tem of; 'negotiation .. ; An 'issue would
corne -up in Group. a,'thedeveloped:countries, and,the:E.uropean,
Economic Communi tywqul¢l say ","well,~:'wehav:enot taken
a po.sitionon:that-issue ,and- 'we must caucus ;." so they
would adjourn the meeting, and each of . the delegations
wQuld:sitin,theroom argo out "and, have coffee or sit
in a lounge or work the crossword puzzle in the International
Herald Tribune for the third time. Two or three hours
later ,theC.ommunitywould,come in, and-.the:CommunitySpokes­
man would tell us--the United States" :Japan, -Aus,tralia,
New Zealand and the others--what the answer was. Even
though I was new at the job,itdidn' t seem to me to be
a very good idea for the Cornrnunityto reach.its decision
independently of our viewpoints and i then simply come in
and, for example, tell the United States of America and Japan
what the answer is in an area :that'sveryimportant to,thern~

So we began very· informal meetings at Munich. When Mike·
and I got back, we discussed this with the:StateDepartrnent,
we talked to our Ambassador in Geneva r :andweproposedthat·
we form a Pacific Group. .Therewas no objection at alL In
fact, in group diplomacy ,there,wasa lot :0£ frustration,in
dealing with the ten-member£uropeanEconamic Community~

When we got to:Genev3,we got our own 'conference room, 'had
discussions with Director-General Wakasugi who had his
delegation, with the Australians, New Zealanders ,and
Canadians, and decided we would form the Pacific Group, We
did form that; we had good logistic support; we had our own
secretary; we had our own telephones; we had-our OWn copying
machine. So at ,the Geneva meeting, when the European,'Community
caucused and thencame'in and said, IIAnd this is the answer-
to that question, n we would say ,"That's a, 'ver.Y'interesting
suggestion; now the Pacific Group will caucusto;consider
your suggestion, and we will let you know what our decision
is on your suggestion.~

It worked very well. I think all five members of the
group--and I hope Mr. Wakasugi--thought it was a very
successful way to handle the multi-lateral negotiations.
It also redressed the fact that there's ,not an economic
power, I don't think, in the world that can simply tell
the United States and Japan what is or is not in their
best interest. So I'm very pleased with that outcome.

As a resultof.that and several other good developments,
we were able,r'think,to reverse:entirelythe earlier
results in Nairobi, which:would have pe~itted developing
countries to issue exclusive, compulsory licenses ,in
foreign-owned patents'in t.he i.r i countrrLe s ; We regard that,
and we have i as a 'totally 'and

in the Third
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;Finally., le:tme 'say a few words -about 'the' agreement
that we entered into yesterday.

I have included at each of your places a copy of that
Memorandum of agreement, together with the press release
that we released yesterday out of the .Departrnentof State.

viewpoint totallyadheredto.by the Group Bccountries.
And I'm pleased to .saythatthe vast majority of the· group
of developfng count.rt.e.s ,"Group77 ,are :prepared,to: go
along with'our p roposaL, ram anxious :tobegin'negotiations
again at the Fourth Sess Lon itio "try to lock in wha t':s
referred to as IIArilbassador Jimenez-Es,taval"s: (?) ,compromise
text. II

th"r" is:,a

- 5 -

In' your :MemorandUm~of;.:Understanding,

Itsets'up'a'vehicle-for _,us- ,>to ::avoid" dup l.Lcat.Lon ;
for us to','learn f.r omve'ach otherin'the'-'area:ofautoma,tion,
and for us to' :ge'ton :':with 'the'busine'ss'of .our -·',technical
work in serving 'you ,: the 'users of -our ',systems " -:through;our
efforts. It's extremely even handed. All three parties
corne with a lot to offer to the other Offices. I must
respectfl.lllydisagreeWithmy good colleagueMr. Wakasugi:
I would be absolutely delighted if Japan beat.the United
States:,':in their efforts to,>autorna.te' ,their office. This
is not a zero+-surn::'business: our gainsa.re':'-hi-s :'gains and
his gains are our gains . So there is astrong-mut·ual
reinforcemen-t'·'of'.:coopexatinn among,:our : three Of,fices,.

32.

These agreements go very well. I know a number of
you in this' room-are involved' in Titigation,and one.vof.
the first rules'Of;:litigation andrcr-oss-eexamf.na t.Lon i;s:
"Never, ask aquesticin unless: youvknowruhe .answe.rvd.nvadvarice ;"
You could use· that· rule dd.p Loma'tLceLfy ," also:
"Never have a high-level summit conference unless your
techn:ician:s havaworked out all of ,the ,iSSUES.'I,::so<that
the matter comes before the 'heads of ,'off:ices in ,a: ve'ry
concrete and :specif,ic-'form,; T' 'think ,Mr. 'Wakasugi,:and
Know Bob Nan BeribhemcandiL, .are extremely pleased with
the'work and' cooperation that"has'g;one'pn--~ie'ally:since

last April-:-amoirgour,assistant'di:rectorsand assLstian t;
director s~'general,;'The~:conference:'was>we11 'prepared.
We had experts' meetingsal1 of last week. Themeetings
went until eleven: or twe1ve,:,o'.clock at 'night. When .we
convened.rchermee t.Lnq Monday, we had a workbook about three
inches think; Every Lssue had been resolved or it had
been :, identified: with ,'the pros: and .coria on .t.he :issue s .

-'The.,:restilt'wa:s',':,T believe, an 'extremely 'sweeping .emor-andum
of Understanding among the European Patent .Off·ice ,the
Japanese Patent Qffice , and thecUni ted States Patent and
Trademark Office.



very significant paragraph: Paragraph 10. It identifies,
with a view to identifying concrete steps to be taken
to implement cooperative efforts as referred to in the
paragraphs above .... (Reading) " •... various study projects
and other proposals were prepared and discussed. These
proposals encompassed the following broad subjects."
And there listed are "several, almost a dozen, 'areas where
we plan to cooperate. Each of those lines in Paragraph 10
is backed up by about one quarter inch of detailed data on
what we are going to do in each of these areas of cooperation.
So it is not abroad, political type statement. It isa
list which is back up by detailed analysis of our respective
experts.

In a somewhat lighter vein, let me say that the other
day I was reading a request for reconsideration from a
d e c LsLonvon pe t i t.Lon vt.hat; I "had rendered;' andMr~' Wakasugi t

the ~uthor of the petition toreco~sider, sugg~sted ~hat I
also needed to read-the' patent ,law i' 'and that' '~I 'also had not
studied the patent law as thoroughly as I should.

Let me say finally that it is conceivable to me, given
the political skills of Mr, Wakasugi, that we may be
visiting today with the second Director-General of the
Office who might move on to become Prime Minister of Japan.

Inclosing, let me just say that there isa strong
mutual dependence ,particularly among the three big Office~

that are now taking these important steps toward automation.
Excepts for U.S. industrY,Japanese industryi~ the largest
user of the U:S.Patentand 'Trademark Office; On the
0t:.he~si~,~of the coin, ~.xceI?"t:,~or JapCln.ese" industry I

U.s. industry is 'the largest 'user of the Japanese Offic:e,
And finally, from the U.S" industrial point of view,
we are the single largest user of the European Office. U.S:
industry f LLe s tW"nty __ six p",rcent ,of the cases, ~hatare
filed in the European Patent Office. So it makes eminent
sense to be ,able to I'llllthe three efforts together in
a' veryworkrnan-like setting; Our goal is to further the
protection of intellectual property internationally, across
the board.

'1'0 'do that, each office intends to cooperate fUlly
in ,all of the W.LP.O. efforts to increasedisseTIlination.
But to get on with the job,we decided that this was the
much better vehicle. It is. totally devoid .of political
considerations. It is truly a 'technicians' agreement,
and that is exactly the way it should be,

in the U.S. Patent and
class organization it must be.

lam to

Office the first

Thank you very much.

- 6 -



governors and all of the other members of the American Group

Cl:OBing,Addre s s

The address

the cap~t~!:of the,pnited·,S,tates, was

Mos,~inghoff,Assis.t.a'Il,1=:.-8ec:reta'ryof Commerce ,and

Wal3-hingto~,D.G.,

appreciation to him.

things t.h a t -a Ls o madett h LeiCo n g r;~s sc me a n.Ln g f u L,

Eo mmdss Lo n e t- of p',atent,s,·.aIl-:c;l:Trade,m,a.,r,.ks, Mr. J. B. von Benthem,

Ln vmany ways.this14th:C,ongr,ess h aai-b e e.n vv e r y sp e c.Le L,

Mr. .Jo nd a , and,_,.allofthe members attending .t h e 14th

De Lt v.e r e d by'Mr.',ToshiYR.Hira6ka;
Pe-e sLd en t-v.of ,t,he"Japanese er.o up,
Oc to,ber2l,':1983 ,< Washington,' -D;'C.

three most Lmp or t ant .g e n t Lemen in·th,e.patent field of the world:

President, of the Bu r op ean r a ren t; Office and Mr. Kazuo Waka,s,ugi,

and I"wi5h: to extend our h e e r t f c Ltvt hunk a t o.v H'r , JO:rd,a"the

from our, honorary chairman, Mr., Michael Jaharis, J.r., e Lo q u e n t.Ly

signified the:i:mport~nce,~f -Ln t e r n a t Lon a L cQopera~ion in the

field of industrial propeity protect{on. He was with us 'despite

a bE!a,u~iJu.1 .se t t.Lng , and we:w"ere"g,l:'Cl:c~dwith_the presence of

Congress of PIPA, the time has come to close this meeting.

Mr. GeJ;ald

who made this.Congr,ess"so s uec ess fu L,

34

Director Gener.al o fvt h e Japanese Patent',Office. Th,is, a Lon er wo u Ld

.s t an d out in: the histor'yof PIPA, 'b'ut 't:'iiere are so manycot.her,



One of j h eicha ract e r f s t Lc .f e a t u r e s of;" this Oon g re s s was

the pan e L. discussions in which opinions and thoughts were

f r e e Ly.ie xp-r.e s se d from b o t hoth e U. S. a nd Japanese s Ldes, By

promoting mu-tual und e r.s c and Ln g in this; way" we w L'LL b uLd dr a­

bridge across the Pacific Ocean. The res u-Lt . of the panel d Ls.e­

cussions at this. Congress will definitely influence the

programming o.f Eu t u r.e.. ,P,·IPA· .Con.g.r.es s.es ,

In addition, a-LLv pa-p e r-s presented in this:,Congress£rom

both the U.S. and Japanese groups will undoubtedly be highly

regarded in the patent f-Le Ld-v.: I wish to- c ongr a t uLa.t.e all the

-sp e a ker-sc.. and .th a n.k . them ag-ain for::.theirexc.el:l,ent'works.

I would like to express our gratitude to, Mr'. No r.r Lsv-vbo,

as program chairman, organized everything so beautifully.

I.must refer to the outstanding role played by three capable

interpreters, especially Mrs. Kaiser. Without her able assistance,

we would have, I believe, stumbled over the language barriers,

to say the least.

I wish to extend my gratitude to Ms. Butts, who is an

administrative assistant to Mr. Bell. She did everything from

office work to driving a van full of PIPA materials from New

York to Washington. I also Wish to express our thanks to Ms.

for her assistance.
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Lv mu st a dd.tt he t the visit tb:'MountVernon," t h et bd r t h

place of t h e.r f o uri dd n g f a t he rro f- this country, wa.sov e ryrd.mp r-e se t.v e ,

All of the me mb e r s. of the Japanese G'r o u pr wd L'L surely r-e me'mber

this tour as: a delightfulexperience~ 'We ap p re.c.f a t.e your,

t h o u'g.h.t f u Lrres e in a rr a ngLn g the tour'.

Listening to the famous Nat Lona L. Symphony o r-c he sr rav ac

the Kennedy Center surely satisfied our cultural appetite, and

of c ourr s e", ,t:he,,-',"sing,...a Lo n.g" .ea s: 'j ust;' unf or.ge t t ab Le,

'The ',kiTllines:s',-e'x.t,~ndedto!;the.Lap an.e.s e memb ers 'from 't h-e'

u. S. membe-r sv th r o'u'gho u t 'th'e"Go'ngress:'w,il:lbe<-lon:g;' -r e memb e r-ad •

We really hope to reciprocate the hospitality when we hold the

l5thC:ougre:sS"in Japan' ne'xt y.e'a r. ..

Thank you and sayonara until we meet again!
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People ha.veJoeen leavetli.ng bread

Calvin N. Sparrow
Asststant faten~Coun~~l

Eli Lilly and Company

BIOTECHNOLOGY AND PATENTS IN PERSPECTIVE

Biotechnology· is an·old technology which has a soli.d

biotechnology.

gene'tTcengineerin~g:, for lack Of -'a"bet.t'er:te'rm:. I"ha.d lost'.'

my perspective in making the equation. Genetic 'engineeri.ng

is but a small part, albeit a fasdinatingl?art, of

course, mentaHyequating· biotechnology with 'what 1'11 call

I was initially hesitant to prepare a paper relating t.o

biotechnology for this meeting. I told Al Hirsdh when he

called me that there has been no law since Diamond v,

Chakrabarty (1); The Chakrabarty ca.se has been discussed

here anClthere seemed to l:lenothing to talk about. Inretro"­

spect-/:-tha~t:-:b1ftia'1-iea:Ct1.6n-seein-sve't'Y· s t r anqe, I was ,;bf-

body of·law, in particular patent law, has developed as a

corollary to the ,.idespi:ead 'use of biot:echnoiogyinmodern

and" 'making';beerarid': tiine ~ and- ch~ese, f"Or' mil1enni'a<: 'In':'

moa.e:i-n fimes~ hi6t'ec"hn'6'i6gy'> h8.'s";been 'pul'-' td"ilse's" a's diver's~;

as are proce:s'siIlgarid>the-:'p'rO'd:uct"ion of';antibiO'ti'C"s: A 'farge

we

content that hail long been familiar to us. .. The 'body of a

pateht'law that has developed out of the"ha'dftional indus-

professional interest in industrial property. We must
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re-examine that body of Law part of our attempt to put

genetic engineering into perspective.

The first question .to be a9kedis whether the existing

law applies at, all. The answer is rather obviously yes.

There~"aremany <:?-sE.s\vhich \ve,Cp.I'l, t1~,~toguide our thinking

.on. ,J?,,~?htems o_~ dd soLosuxe , cLa i.m draf~in91_:redu<:!=:~on:i:o, prCic­

tic:e,:;a"n<i -soon.. However , these case.s-mus t; be,u,sed -\.;-ith

caut i.on-, I a~:,;go-~ng to.<l:.~s,suss briefly three cases which

arose out of tr",ditiopbiotechno19gy in order t9.give youaj:

least j:he f.Lavo r .o.f what. has be.en held. and to see where a

need for caution ;I11,~g:l1~_' arise •.

Section 102 of the U.S. patent law sets out the fact

s i r.uac Lons. wn Lcn bar. a person-~J"0rn pbt,aining., Ci:pa,teI1t:for his

or,_.h.er,.; Lnvent.Lon, ona such par J.s aprior,.,des<?-F,lpticn in a

pr i.nt.ed p~pl:tc~ti()~, ei,th~r b.efore t.he maki,ng of, the Lnven-.

tip;lPY :th;e.,Pt9,r.~(~)l1:_,: o r.. more t.han 0D~_ye:~r: ;t>:r,i?,:;- t.o :~~~9ate,

Ln 'f.hic::h the- Pt=.~§i(J.? make s. appliqq.tioI).;fo:rc:.9- p.at,f3ni:~

()u:r::, c,ourt,~::. have .Loriq ;heLd. a p r ~or9-escrLp t Lon. is- not,

su:Efici~n:t,-torCli.,se,a,barunLe s s. one.:s~ilJed,. .inthe ar-t<could

knowledge. 9,C thEe. art ",nd f rom thiscpmpir"tiop be put in

ppss"ssiol1.pf the, Lnven t Lon (2). In pi;h"r;yords .r the de­

pcrip,tion,.,must:pe eIl~b~'~I1g~ ..We..have. SOIne qui.darice. on. what

"
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constitutps an ~nabling d~scription in biot~chnology from th~

two cases , In ~ L~ Gric~ (2) and Ex part~ Argoud~lis(3).

In..~L~. Gric~ is a1962CCPA. plantpat~nt.caaevi.n. which

t.he court heLd that a prior publication which descr i.bed a new

va~iety of- rose t.-·and included a color picture -of th,e. .roae.,

was not a bar. A plant breeder could not reproduce th~~-~os~

unless he also knew som~thing about th~ ancestral stock and

how that -stock was crossedto.br.eed the new rose-.:A,:meJ:'~

d~scription of th~ physical charact~ristics of the plant."nd

a color p~ctur~of th~bloomwasnot~n"bling.
········ m.... .

In ~ Le Gric~ was cited with approvalinExpart~

Argoudelis, a 1966 Board of App~als cas~; Argoud~lis ~t al.

hadappli~d for: a utility patent on aproc~ss forpro4ucing

an anti?~oi:JF::'bY:9_~,ltur~~!1g:_-a :mi~~9o:t'gan.ism:knows,: ,as, a Strep~

tornyces .. , A_pri9r-publ~cat_i:()Il' d,tas.<::r-i_pe(l"th~ p.roduct.Lon. o f. -,tpe

same ant~bipticby c.lllturing a micrporganismof th~fantily<.

ActinornY,cetes - found .i.n soil·frcID',ChiOa Prefectu-re_in~-api!J:l:.

(The. Streptomyc~s used by Argoud~lis ~t al. is ..in t~ family

Actinomyc~t~s.1. Th~ Actinomyc~t~s.4e.scrib~fl in. th~pub:Lica.,.

tion",as. not.v.ava i.Lab Le toth~ public< It. would be appar-ent;
."

the pUblicat~on would not b~foundi3.gain withoute, unreasonabLe

~xperim~ntation. Th~ publica,tion.d~d.notputj:.h~person

skilled in the art in possession of the invention because of.
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the need f o'r van urrree'sonab l.e LeveL'of exper'1.menta.'tioh ',a.'nd was

theref'o re:'/>n_b:t·":a·~bar'•.

S6 'fai, we '·a.re" on Jfemi.Lrar 'and): 'Ibelie've';;saf~groU:nd.

The concept's applied in thesE! two cases to analyze the

biot'E3chriicaT fact'"'s i'bia.t ion' ·'a.re f-a.miliar to"'us :inall fields

ofart.

Se<i:tion 103 of 'the"'U. S'O>pat'ellt 'law bars the grant of

a pa.'teht: :6il:'obvfOus sUbj'ect:rriat:t~r. A 'third case,'In:'re

Mancy (4) gives uS"s'ome'irisight or problem's of obvLousness in

relation to microorganisms. At this point I will have to get

a little technical.

Mallc¥,,,ta1.>applied for a patent on a. processfor,pro~
duc::±ng'an aric i.b i.ot.Lc" by :culttifing :streptomyCes:';bifurcl.1s',

strain x'; The prior art':taught thatthesamearitibiotic

could b"'prodllcedby culturing' Stieptornycescoelruleoruhidlls,

strain. '~j,:S'tr-eptOmYces:-coelruleorubidu's 1 strai'i1: z;,/,-and 'Stre,£~_

tdrnyceis 'P€£U'ce'titis:~ 'I'hose':s,kil1ed::,.in the :a.r't:-kne',,;, that·' these

are many <species<of StreptomYces.and'thatnot an species

produce an antibiotic: TheCCPA had littletrouble'indecid-

bi:':furcusc'i"t6',: p;t"oduc~' a-n·:'OTdahtibidtic - is n'Ot' obvious even

thoughe>ther Strer>tomycesareknown to produce the

antibiotic;
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With your indulgence; I will comment briefly on these

strange~souridingnames~ There are names of unicellular mi­

croorganisms. Streptomyces is the name of the genus in ques­

tion and'bifurcus ,::peucetiusetc ." designatesthe:species,.

There,-:may be _strains_c.er varieties 'within~:a 'species. Microor­

qanLsmsvaxe tcLas s i.fLed 'by a system that goes ,. from the . general

to the particular. The designation genus occupies a place

wel.l, down in the system so that microorganisms of the same

genus would seem to be very similar organisms; those-of:the

same species should be even closer, and microorganisms of the

same strain closest of all. Of. course , you are asking what

similar ,::'even :closer ,:and::close'st'_of .-all,mean:. I "don,'t:,kriow '

the answer.

Microbiologists .wbo classify' these organisms are called"

taxonomist:s::and '~their science, ,::or 'art: ,:-taxOIfomy. Taxonomists

who work "with ,microorganisms are '.' deeply divided in respect of

both general principles. underlying classification. .and. specif~

i'cbreakdown into genus andvspec i.es ; To complicate matters

further, thesetaxoriomistsaredealing' with living organisms -,

which have an inherent variability inphysical.characteris~

tics and which are low on the evolutionaryscalewitha'con~

who are of the same school.thoughtdn classification find it

easy to disagree 'on' a specific classification, particularly

att:he'speciesleveLand less frequently but.still often, at
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the broader genus leveL This .rneans .t.o, me that we would have

to be' veryicauti.ous in applying a general:principledra~ln

frorn',a:case"like--In re Maney to a faS1:-situ?-,tion involving

the patentability ofa claim to arnicroorganismper se, A

court which is trying to evaluate the identity of a microor­

ganism':and listening .t.o -c'ogent expert 'testimony:6neithe:r:

s i de rof the,''',issuemight not.-be ab l.ecco :"see t.he.rdi.s t i.nct i.on

between species and strain' that the Mancy court ,evidently did

in)the "p.rooes s c La i.mtbe f or-e<Lt; ,

The law that has developed out of the, traditional bio­

technology will provide us with ,help; if used with due cau.,.

tion. However, there are some areas in the new biotechnology

for which we can find little help in the existing law. It

seems rco me that this is-,pa'rticul'arly,true':'for the .recombi­

nantDNA technology. I want to explore one or two of the

problems I see":in,:this 'ar,ea;:with yourand T-~11:':hav'e to get a'

little,'technicalagain to do it. I have tried to, keep the

technology 'as simple and graphic as, possible. > I remember how

puz z :Ling this recombina~t,t.echnology._wa·s-::_for"me:when I first

got>into it. Anyoriewho'encouIiters:it- without aibackqround

in biology.andbiocheIhistry has my sympathy.

'F.., simple organism like a' bact.erLumjiasvawer'y long,

closed'loop::of DNA called .the' chtomosomecontained .within it;

The IJNA is a polymer made .rup-..of only four .•monomers. The:DNA
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is a. templateonwl1ich RNA is fo",med. The. RNA is alsp a

polymer made up of fourmonpmers, only one of which is dif­

ferent from .the monomers of DNA. The RNA leaves the. DNA

:template and migrates to abodyin:theQell known as a ribo,­

some. There th" RNAbecom"s a :template.onwhiQh.amino.acids

are bonded together in a particularsequenQ" tpmake.a pgly"

mer: which is ,a prot.ed.n , ~lhen th~;Rl'lJ1~ haEi>:-c;:oJ:tl.pleted,itfi ta_$~:_';

as a ,template , it ~E;:degrad~d: i.nto-the.,::constituent:'monomers.­

The DNA:template.is not sa degraded. 1'1Lofthe activities I

have descr Lbad..."'?for~C3.1::i.on',: bonding,: ,Ciegrad~tionf andiso

forth,-"a,re mediatedl:>Y enzYmes' which are themselves prot"ins

mad" by the mechanism I hav".justdescr"ibed.

_'In :r,:gcornPiIlant':'te:LI1li.rxology the,,,DNA is sqid-to "code " fpr

the protein which is ultimat"lyprodllced. The. DNA in the

chromosome 90d~~ for,a la~g~q~~r Qf proteinsw Aseq~~nGe

of monomers within the DNA chain which codes for a specific

prot.ei,n :i§,:q?::L,~eCi_::a geme ..

There is a isecond :source of DNA .within many kinds of

bact.er i.a ; Tb:es,econd:squr:c:e is, a, rnuchvsmeLl.er , --.closed loop,

of DNA called a plasmid.; .It wasol:>served that.certain

dest;r,ayinganti;biptics. T.hepresence . in a bacterium of a

gene coding~or.an"nzymewhich. destroys an antibiotic .makes

the bacterium immune to the antibiotic. We'll see in a
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moment that an fnte'resting:use is made of··that-'phenomenon.

Scientists' had also7'd i s c ov e r e d tha.t:enzymes:-existed::which

would cut the p l.a smi.d' at very specific sites and open the

Loop, The-se,' cutting ',;enzymes, a revcal Led 1!restribtion" enzymes

and the::'-'sites;- at which;'they'-;cut'are'restr~ctibri-s Lt.e s, There

may -be rnoretha.h ohe:'restrictibri"site':of -a specific'eri-zyrne~

other enzymes, called ligases ) wen' found which would tie cut

ends';t6getheran.d)restore the loop • 'So 'the idea of· recom""

binantDNAtechnologywas born. Rernovea plasmid from a

bacteril1m:~'; cut,":6peri:>the:>loop o f :-a.':DNA('with';a rtestticti6n

eIizyme':;-'-iidd a,:new::;'segmerit of 'DNA'which ccdes for':-a protein

you wish to p.roducey-auch- as' LnsuLf.n , use:ar:liga.se t6 combine

the open loop and the new segment and restore the loop with

the new DNA in it, put theplasrnid. backhlto a bacterium,

culture the'bactedum, arid 'ha.rvest the desired proteinwfiich'

the 'bacterium produces as it:::grOws irithe'culture'.

The first of the figures appended to the handout you

have shows a part of this process. In the topmost part of

Figure l::-,you see-:an--opetfed"'loop which c::incltides 'a :-gene;;II'TET
R

"

which-codes for an enzyme ::which dest.roys the "Elntfbiotic tet;.;;,

racycline. The new DNA'segrnen.t is ,the 'gene for cloning.

for cloIiirig,;iare,:'pl'aced,'in:ba.'cter,iif·;"ahd the':bacter'ia ::are -'Cril~'­

tured ",in the presence of tetracycline. Only bacteria
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containing i-the recomlJinant plasmid are resistant to tetracy_­

cline and 'viII· survive .Thes~,.bacteria: can he; used in th~

remainder 0;1: the process forprodllcingthe protein you

desire.

Now we can get to some possil:>~e,patent problems. Assllme

you have: a-.r.ecPmPinant sys.,tem' w.hicl'l:.p'roduc:::~s9--:p:rot?~p. .voia a

new p Lasmi.d , YOllwant 10.0 claimyollr new plasmid. How are

you g.oingto' doH?' The plasmid is .1 high polymer but, you

cannot safe1yfo1~ow, the types of claims common: in tra!'li­

tional 1)igh,po1ymertechno1ogy. Unlike other lligh polymers

we are familiar with, the precise sequence of'. ,the·· monomezs.. in

DNA is of vital importance. A change in the sequence can

chanqe- t1)e re<lding of' tile ,templates •

. One way. is to. define your plasmid is in termS of a·re­

striction map.' Fig.llre 2 .Ln youx copyiof this text shows a

schematic restriction.map.. T1)e circle is .the cLosed loop.of

DNA. The letters within the circle designate an enzyme which

will open the loop at the point indicated by the associated

arrow. Note that the enzyme Xho I, which yOll see in the

llpper right hand qlladrant of the circle, has only one re-

rllnning clockwise from ~ I to Sac I codes for a protein

prodllct. A sly scientist treats plasmid pEL? with ~ I

enzyme and Sac I enzyme, thllS, clltting the DNA seqllence 01110.
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The sTy scientist 'puts the i::ut~butseqllenceina different

p Laainc.d and 'produce's the' p r'ot.e Lnvp.roduc't , Does our 'sly sci­

entist 'infringe a claim to ,the' origina'l' plaSmid' pEL7?

I don 1 t know the answer s :tb-:,thes:eO: que s t.Lons, r:' do think

that they are questions we will h~ve to answer in one way or

another in -the :futl.1re'. Ibis nice: 'to have;',unanswered ques>

tions'~-though-. -Theyaore 'a 'form'; o f.v.j ob security for those who

wilL be' charged with' finding the"answers;

###

Perhaps we can avoid such possible problems by claiming

jlistthe DNA sequence runningclbckwise between Xho land Sac

I: :'Another scientist "fLnds t-hat::thia' c l.ad.m cf,'amnia acids

which makes up the protein product can be shortened atone

endwithbut affecting the usefulness oCthe protein product.

He or -she·',: make s :'acor:r'esponding' :shortening-in your c'La i.med

DNA Sequence and uses the' resulting truncated gene. lsyour

bla'im-:,'ih'f:r-inged?
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In the depiCted example of gene cloning, the plasmid
used has been cleared by a restriction enzyme and has genes for
tetrscvctine- and ampicilJin-resistance (TETRand AMPR). The
gene to be cloned is grafted into middle of AMPR (7). All of
the plasmids lire then added to culture of E. coli. The example
shown is for inserting recombinant DNA formed by the tailing
tecnnioue. In this case, plasmids that do not anneal with the
foreign DNA will not form circles and, therefore, will not
replicate in bacteria. Growingbacteria in teuacycline-conraining
medium eliminates those that did not accept gene-contsining

plasmid with Tl!TR (2). Now me. remaining bacteria are cul­
tured in medium with tetracycline, and multiple copies of
tne grafted plasmid (and, consequently, me amplified gene)
cOIn bfl obtilinfld (3). Plilsmid DNA is s~par'ted from oth"r E.
coli material (4) and purified in a cesium chloride density
gradient (5). The amplifieo gene can be "snipped" from the
plasmid with the same restriction enzyme (6) used to cleave
the plasmid and then purified on a gel (7). (JJ1ustration cour­
tesy of J. Baxter, "Recombinant DNA and Medical Progress,"
Hospital Practice, February, 1980.)
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Abstract

Japanese Group, Committee No. 1
Subcommittee No. 3

Present Situation of Examination of Chemical Substance
Patents

In 1976 th~ sUb'1t.<;lj1ce patent sys·t:'''\ni was eriac t ed in
Japan. This a r t i c Le.vr epor t s the preserrt situation.of the
examination of organic chemical sllb~t"a,n_c::e .pe t enta-and__ .Ls
directed t.oipar t i cu l ar issues arising -p.,,\~,r+ng e xami nation ,

An investigation into the r eoen t Lyipubl.i.she d organic
chemical substance patents has revealed that the main
reasons for rejection dur ing examination ,:as:1:~~,9~Fd:s o r qan i c
monomeric {substances, are (i)i,I1s~fficiency of,c~f1,~",rete

disclosure of compounds as c"Jllpgre:d:w.ith the scope of the
patent claims, {iiI !nsufficiency of data identifying
compounds '. and( ii iJ'insufficient descriptions of utility.
As regards\polymer.c(jmpounds, the most common reason for
rejection was related to the specification describing the
compounds •. ·In addition, the standard for judging the
technical advance of a chemical substance in:vention and the
requirements for \,0I'lS9lidafihg applications for· inventions
of polymer compounds' .are. also reported

With respect .to a<chemic.al ~(;5'gtance patent,. disclosure
of objective data "hith demonstrate that the claimed
chemical substance has been actuallY obtained is needed. In
order to obtain a chemical subs t ance vpacent; with broad
coverage, it is especially important' to disclose sufficient
number of examples to support the production of these
compounds.

which considers present examination standards and the actual
practice of examination.

1. Introduction

On the first day of January, 1976, the "Bill for

Revising a Part of the Patent Law etc." was enacted in Japan
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which dir",c::ted that the substance patel'1t systell\ and. the

multiple claim system would be employed also in ;Japan. The

ou t Li ne v.of this revision. o~ che la.w was: already reported in

the PIPA .Bos t.cn Congress in 1975.

In order 100pr,,perlyand systematically comply withth",

substance patent system and the multiple claim system,.. "a.

standard of practical operation concerning the substance

patent system and ..t he muLt i p Le claim system" was p r e pa r ed ,

Prepar"tiqnof"the st,,"dard of practical oper a t i on of t he

subs.tance.rpat.ent; system" was undercake n by the Substance

PatentCornrnitteein the Patent Office, and substanc",pat",nt

applications are being made based on this s t and.ar d of

practical operilti"n ilS well as theexaminiltion standard

classified according toclilss.

Th.is art LcLe is par ticularlydirected to inven.ti.ons of

organic chemical substances, how the substance patentsyst",m

is being utiliZed and prilcticallyoperated and further. how

the actual examinations are reported.

2 . ApplLcation Si t.uat ion of Organic Substance Inventions

Eo r t he past seve r a l ryear s ,thenumber of the patent

appl i ca 10 ionsrela ting .to·c:>rganicchemical .. substances

(monomericcompouncJs ).\>/asabout &,000 cases: per year , and

this figureseemsconsid",rilbly stilble.

The proportion of the applications with substance

claims to all the patent applications relating to monomeric

organic chemical substances was. about 40% at the start of

the introduction of this substance patent system but has

recently increased to.abc:>ut&O%.

publJshed patent applications with substance claims has been

rapidly Lnc reas inq ,
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3. Investigat:ion il1to Exaininatlori Si tuaHbn of Chemical

substance Patents

In orderto"fihd'si t'ue t i ons involving 'the e xami na t Lor;

of chemical substance patent applicaHbns'/''in'partlcular,

orqani c- chemi.c'e Lvsubs tance: pa t.e nt; applications "we -coriduc t.ed

the followinginvestigatiol1.

(l)Object:s of Invest Lqa t i on

Alllohif thepatentappliCaHol1s belonging to

International Pa'tentClass'COT and C08 which were published

between January'l ,1982 andM'arch' 31/1983, those believed

to' beCthemicalsubstancepatents'j udq ing from the title of

the invention': weteselect'ed,.

The,l', by exemi n t nq the claims, of these" patent

applications, about 370 patent applications withichemfcal

s ubs t ancercLa Lma- were -ex t r ae t ed' and investigations were~

ca r ri ed oue-orr t hese;

(2 Comparison be t.wee n Claims 'as Laid-open andCla'ims as

Published

On the patent applications extracted as above, the

substance claims of each application as published in the

Official Gazette for Published Applications were compared

with the corresponding substance claims as laid-open in the,

Off LciaL Gi":e.tte" for Laid-'open Applications. ACompar ison

was made >to'·"deterini'ne'·'-whet'her t he r.e was 'any'change'irithe

c la i ms , Ih:ot:he r /' wor'as i"a'-'determiil'a f:iofl,,-:'was -made ':a.s,::td

whether there 'was any change ihtheChell1ical'substance

claims before and after the,:,exa.lTti:ria:t'i6ri~:<:The"';r'eslj'Tts-<are'

set fort:h~insTable 1.

'Table 1

'.

.'
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Nat:ionali ty
Japanese

Foreigner

Total

'Not Changed Ch'anged TOtal

152 (60.3%) 100 (39 ;7%) 252

45 (37.2%) 76 (62.8%) 121

197 (52.8%) 176 (47.2%) 373
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The figure in brackets shows the proportion ('Or to the.

publi shed case.

As can be seen from Table 1, with about 47% of the

applications, the claims as pubLi stied areaifferentfrom the

corresponding ones as laid-open. As described hereinbelow,

almostCal10suBh"chahies"i~re"madein"the ¢ourse of

examination whenamendlllents were made to reduce the scope of

the patent claims;

On ~e~iewin~ the ap~liBations which were published
without any' chabge-· in the'; cla-ims',; it was'determined:>that

many of them had claimed a very restricted'range<.of

compounds at the time of' appLi.ca t i on , amonqrwh i ch there are

even some case's which had claimed' on l.y a sihglespeCies'of

compound. on"the contrary, with the applications' in which

t hercLa i rnsvestpubLi s hed iere different from those as laid­

open, almost without exceptior{ja'wide ranqe of compounds
had been claimed at the time of appLfca t Lcn ana later i n the

course of examination, the scopetof the claims was r educed ,

The investigatibn"tesul t s as shown in Table 1 e"h ibit" a

tendency showing that applLc atiorisrby Japanesehalie"a

relllarkablY"hl~het"petBenta~"ofocases:~ublishedOwithout"any

change in claim as compared with the applications of

foreigne~s.

Apr i.ric ipaL cause for' such, a tendenBymay be analyzed

as follows:

with the Japaneseal?plicants, many applications had

claimed a narrow range of compoundscorrespondln~to:'the

rang eofcomp<Jurlds dis'Cl<Jseainthe'sp~cifica tioh a tthe

time of applicatIon. 0;' the contrary,with the foreign

applicants' many app'Li ca tLon's included claimswhiBh reached

.: : ::..: :.: ,.:,:::6 :~~,: ~:e~:.x:;:;:t,.~.::.~.~.:;{~,~5:~;7~i;1'~~1~d!t~he s peCiIication, . in
the light of the exaininatlbn ri bed " .

In order t06btain :a'ch~mical sUbstanBepateht'with: a

wide cove r aqe in Japan,itis~equired todesBdbe eriouqh

examples to'sul?l?ort the productLon of such aiidetange of

chemical subs t anc'es, Therefo~e,ihen filing a patent'
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appLi ce t i on for "chE!I1)ical subs t ancs invention, it is deemed

important to prepare a specification taking into.cllle

consideration the examinition standard and the situation of

examination~practi~~.

(3) RE!a<;on<;Why the Claims Have been Ch;mged (Main Reasons

'<for Rejection)

As a second <;~ep, the reasqns fqr claimamenclments WE!re

i nve s t Lqa t ed, Thi.<; investigation ",asc"qied out by

examining the file wrappers. The file wrappers of 105 cases

were examined. Eigpty~eight,cases of those rE!lated to

organicmonoI1)eric cqmpounds ",pile the remaining 17 related

to polymer compounds ..

.The results of the investigation ofctpe organic

monomer j,ccqmpql,lnds are reported first f o Ll.owed. by. the

results,of,thE! inve<;tigation of thepolymerccompound<;.

It might be presumed that main ways of "mending claims

wouldcbevqluntaryamendments beforE! the request for

ex~rninatione Ho~ever, pnly 2 sllch- c?ses,were found.

With the rest of the cases, ..a notice setti"gforth

r~a~oDs {9r~'r~j~9tiqn W~S~i,~s§~e~ during;~~xami~~~~on an~

'amendments .wer e ,made to overcome this ..

The .reasons f or the notices of r e j e cti on.i ar erde s c r i bed

below.

In many cases the reason was that the descriptioncof

the s pec i f I c at i cn was not auf fi cien t under the. provisions in

Article 36, Para. 4 and/or Para. 5 of the Patent Law.

Mqre speci,fic.allYr I1)Os~ ofthe,rea,;ons fall into either

of the, following cat eqor.i es.r.,
(i) Insuff i ci e ncy of Cqncrete ni scjosur e. of Compounds as

Cqmpared with the Scope.of Patent claims

This type .of re j e c tior; was most frequently seen, and,

t the

was that t he scope ,0fthepatE!nt were too as

compared with the cqmpoundsdisclosed in. the spec i r ica t i on ,

In tni_~,:_",cClse,','_th~i,d.i scLcs edrcompound II m,e;a,n:s .a compound net,

only: t he chem.i ceL. name. Or, s.t r ucturaL, formula. Of ",h,ich is

indicated put, also t he production Of which. has, been
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objectively proven in the specification by showing specific

chemical and/or physical properties;

(ii) InstJfficiencyi:)fData for Identifying Compounds

This type of rejection isof Course related to (i)
above,

Such rejection were issued when no· data concerning the

substance. property values for identifying the production of

a part or all of the compounds the>names or structural

formulae of which are disclosed in the specification Were

given, or when, even if some such values are set forth, the

examiner still held it to be inSufficient. For example,

such expressions as "There is no description of physical and

chemical data for permi ttingidentiHcation of the

compound s:", "De sc r i be the ident if ication values I for

example, the melting points" etc. are employed.

(iii) Insufficiency of Description of Utility
The above-mentioned s t endar d for practical operation

explains "the effect of a chemical substance invention

r e s i des in that a useful chemical substance has. been
prepared and thus some evidence ofut:il.ity is requir;{d for

confirming this effect".

In chemical substance patents, it. iscomrnonly believed

that the de scr Lption of utility may satisfactorily be the

so-called one-line description, for example. such
qualitative expression as l'useful as hypotensives" etc.

Among the applications covered by the present.
investigation, some cases appear to have been rejected on

the q r ound of insufficiency Of.q~scriPtionOfuti.:rity.sLnce
they include claims directed toa >so-called use 'i nve'ntid on ,

which were allowed to be consolidatedw.itha chemical

substance invention. Apart frolllthem,therearealsocases

of ications claiming only chemical substances which were

rej because "the

sufficient to be objectively recognized".

Main reasons f or rejection other than the abovei.ar.e as

fol.l.ows:
(i v ) Same as a Known CompoundorObviouso·vera Known>
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r e j ec t i.on .'

72

Percent to
Total Cases
Investigated

63

No. of
Cases

Insufficiency of Concrete
Disclosure of Compounds as
Compared.with the Scope Of
Patent Cl,aims

Gist of Reasons for Rejection

Table 2

(i)

(vi i)

Compound;
Includes Claim Dir'ected to Intermediates;

Includes Claim Directed to Cpmppunc:lsHaving

Remarkably Differellt Chemical. Str~ctures;
Insufficient Description of Production of Chemical

Substances; and

(viii) Functional Expresssion Employed in, Claim.

Table 2 shows the breakdown of the reasons for

(v)

(vi)

(i i) InsufJiciency 'of' Data for
Iden,tifyin<l Compounds

(iii) Insufficiency of Description
of Effect ,(Utility) of
Chemical'Substance

21

20

24

23

(iv) Same as a K~own Compound
or obviousthe,refrom

8 9

(v) Includes Claim Directed to
In termed iates

(vi) Includes Claim Directed to
Compounds Having Remarkably
.D Hfe renz. Chemic,alStructu res

(vi i) Insufficient Description
of production of Chemical
Substances

2

2

2

2

2

2

in Claim

(4) Applicants' Actions responc:lingtoRejectio"

We will briefly comment how the applicants responc:l~~ to

the above.-de scri bed rejections.

In most cases, the applicants submited arguments
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traversing the rejections and at the same time submited

amendments reducing the scoPe of the claims to overcome the

rejections.

In particular itwas noted th"t in order to traverse

the above-described rejection (il, "Insufficiency of

Concrete Disclosur.e.of Compound s as compar ed . wi t h the Scope

of the Claims", in most cases, the claims were 'narrowed. In
traversing the r e j ec t Lon (iil"Insufficiency of. Data for

Identifying Compound s " ,in mos t cases, especially r e j ec t ed

compounds were deleted.fromthe claims; On the other hand,

the,ewere.a cpuple of \Oases in which amendments

supplementing the disclosure were allowed. In such a case,

however, t hevor LqLna l, speci.fication alre,,,dy included a

qualitative description concerning substance. property. values

or described certain subs tance property values (for example,

main absorption values in i nf ra r ed. absorption) •

Fur t he r , tn-:traye( sing':~_ejecti()n:,:::(i i:i..l, wne r l:

qu a Li t a td ve de s c r i p.tion concerning, utility. had already, been

described in the original, specification, .there"re.sev\l~al>:

case si.i n which. add i tion of,. quan t i t.ati veqata' was allpwed.,

(5) Investigation of Chemical Substance. Il)v\lntions Brought

.to, Dec i sion of Rejection

The r e su Lt s . ofth\linvestigationde"cr ibeq:.sofar a.ll

relate to applications which .neve bee n publ.l sbed "S the,.

result of examination •

.• W\l also randomly s\llecteq15 "pplications"mong

eppl i ca t i ons-wh i ch haq.r:eceived. ,a decisip.n:o~. r,ejection as

the result of ex.ami nation after,.19.75., andinv\lstigated ..the"

reasons for rejection. The results are se t fo,th, In 'l'a.ble

3.

( i )

Gist·, of Reasons, .for R\ljections

Same as a Known Compound or. Obvious
over a known compound

No. of
Cases

9
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4. Problems in Examina'tion of ChemiCal' Substance' Patents

In the' previous Chapter, ,the results of the

investigation into the examination of the chemical substance

patents have been reported •

This chapter deals with some of the main problems which

come up in the examination of chemical substance patents.

"""""""" "" "",,:,~,~,,~, .. , ~,:~,~~,:i~,,:fi c discussed here are listed below:
(1) Specification of Compound;

(2) Disclosure of Compound and the Scope of the Claims;

(3) Identification of Chemical Substance;

(4) Description of Utility; and

(5) Judgment Standard for Technical 1!.dvince:

Comparison of the resulti of Table3'i§ainst the

results of Table 2 described above reveals that, in Table' 3,

thereis a'highernumbet of cases which were rejected 00 the

ground of being the same as a known' compound or obvious over

a known compound.

Many cases" encompassed by their'rejection are' regarded

as falling under the'rejection "the invention described in a

pr i n tie d publication pub Lisned vei ther in Japan or a; foreign

country before theipplication for patent".

In the case of chemical substance app l Lca t i ons, tliere

ar eve f fec t i ve meansifo r: c arryi nq buta:novelty::search", for

examp'le, Chemical Abstracts etc. Acco r d i nq Ly-; it is

neces s'a'r y for the applicant to reconfirm the'noveltyof'the

s uba tance svt.o- bevcLai rned.

When th" novelty search at the time of application

seems Lnadequa te 1 1t,'fs>advisableto r econf i,rro the novelty

at t hevt i.me of request f o'r examination.

p , 9

2

8

1

Insufficiency of Concrete Disclosure
of Compounds as Compared with the Scope
of the Claims

(i i )

(iii) Insufficiency of Description of Effect
(Utility) of chemical Substance

(Lv') Insufficienc:yof Data for Identifying
compound
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(1) Spec if icationof Compound

A .chemical substance invention resides Ln creation 9f a

chemical substance.. which is<industrially· useful ,and its

constituent i.s thechemica~ . substance per. se , Therefore,.

the chemical substance alleged to be createdshal~be

specified.

Onspeci fyinga chemic;aLsubstiln"e, .as .commonLy

practiced.in the chemistry field. it Ls a basic; principle to

express said substance by items which d i r.ectLy spec i f y the

substance, that is, the compolJnd name or the chemical

s t r uc t ur a Lcfo r muLa • Howe"er, it is .: some timesvd i f f i cu l t . to

determine the comppund nilme.or the c:;hernical.structural

formula as is often theCilse with natural products or

fermentiltionproducts, and. therefore, such<exception isma~e

that if it i s vposs i bLe to specify the '1ubstance,by. the.

phy s icalor chemical properties, then it may. be specified by

these properties (more specifically, e.g. melting point •

elementary analys isvalueslIR data, .NMRdatil.rnolec.ular

weight etc.) •. Further, .when it is difficult tOildeqlJate~y

specify the substance imer e Ly by these properties but it is

possible to specify. it by. a~ding thepro~"ss for the

production,then specifi~ation by adding 'such process for
~ ,'; r. '. :-.-.::........ :_ .: .:-, "': ,":. ,:C. -. ::. ..: . .:', -', >:,

the production is allpwecj.Nevertheless, becausethe

process for .the pr oduc t i on itself does not directly specify

the chemical s t ruc t ur e although it may. serve as a certain

basis for it, specification merely by the process for the

production is not allowed.

In examination practice, jUcjg~ent as to whether the

compound has been specified or not seems to be carried out

based on whether the whole (image) of the compound is

conCre~elyclarified.··~~e;efore. f~r ex~mple. in the case

..•~~••...•...~.~:~.~e..... a useful effect is derived from the amework of

compound, only this ~ramework

structu~e is e~pressedas an,opS structure.

disclos,:,re may. be f ound as being not speci.fi.ed because th"

whole (image) of the compound is not clear. Further, a

function~l expression i'1 regarded insuffici"ntfor
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specifying a compound and thereforea'c8Ilip"und'represeritecl

by a. hinctiorialexpressiori orthatpartia.liY'contairiinga

f unc t i.oriaL expressiorishal1bedE'iemed as 'belng"unClear and

not specified;' In fact ,such' rioticesof r easoris for

rejection h~ve b~.n f~~u~d ~s ~~h~0@~~i~sgi6ri~;~6f

'protective group' and 'protected' are improper as the

expressions ":'f6r,C,specifying-';the::Comp6iind'f, ",1 The ei~ctbdn~';'­

attracting "II1onovalerit organic q r oup ' is unc l.e ar II~': liThe

definition·ofA is· an ex t r emeIy functiorialexpression and it

is not clearwhatsuostitueriF it'specif i.ca I Ly stands for;

Pleaseclari'fy thesubstituents by" a;ccoricrete e xpre s s i'on '

etc, As foiameridmen t'coricerrilrig spec i f ita tioriof a

chemical substance; if the chemical substiinceafter

amendment is rio'longer Ehesallie as the cbemicaI substance

described i'ri tlie·spedfiCation 'oiiginal1y attached to t ne

appl1c,,;tiori; EhiS is then deemed to cons ti i.t u t e acharigeof

the gistofthespei::ificatiori. With achemic:alcompound

already speCified oy physical or themic:alproperties, it is"

pos s i bje EO'laEersupplement ari express i oritby vmeans of the

compound name 'or the c:helliical 'strucEuraFfoimula:

(2) Disclosure "i Compourlds and th~'sc:~pe of the Claims

In the~f~n<lardofPragtic:~l(Jperationto~cer~ing the

sUbstanc~patentsysfem itis req~ired that t~e ,detailed

descriptionoot fh~ fnventi8nin the~~~~cificatio~'shall
"concreteiy describe to an extent th~tall"of'the chE;mi~,,;l
sUbstanc~sdescribed in theci~im ar~ sUffici~ntiy
supported", The results of the inves~i~atiori iritothe

situation of examin~tion of s~bstance patent~p~iii::~tions
.. -,:-: ::,': ',:.:: : ,',-:, .:,-'>':,,::: '. :,-,",'!

have already been~e~ortedabove,~~nd"a~Ongthem,r~~so~s

for rejection onth~Jr~undth~t the~PPlfca~i~n~~es n~t
satis this irement ~re oHen fouhd. Some speCifi.c

"

,.... .

a saturatedb)

a) A case e the Lent ~epr~~~nts aJ.ower alkyl

gr(JuiJ. n the compound ,,{th~ gener~lformula iri t;';~
.>', :: --' ",-', -,:-' ..: ,,-;.," -,-:- ..-',: :.:.- .'..' ::: ;'.'. ','.;': "," '- :

claim ut th~ examples only show compou~ds having a

methyl group;

A case where the substituent represents

6~
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expression as examples.

As 'tar asour,invest'igationgoes ,the; response 'of a'Imos t;

all the applic:antscto these reje'etions'are tore'duee,the

seopeoft:he cla'im'Stothe' rangeeorrespondingtO <the compounds

de s'c'r i bed ill the'exampleS.':AHhough it is alsopOssiblet6

'hydrocarbon group"ofT,-lOcarbon atomsi:rithe

compound: Of the generaTformulain 'the -cl.adm tiutthe

examples only show coIllpoundshallinga'bl.1tyl:group;

cy, "A'case"'herethe substituent represents 'an acyl: group

in the compound of the general -fo rmu La in the,"claim but,

the example's only 'Show'cOmpoundshallirig a benzoyl

group;

d) A'casewhere'the" substituent ,r,epresenfs an alkyl group

of I '-'6carbonatoms'substitutedwitha'satl.1rated

heterocyclic group in the compound of the general

fbrrrftfIa:: :·i n :'the: --cl~fim :·-bu't-t:be' e xamp'Les von.I'yvshow

compounds having an alky'lgroup substI tuted ,With a

mdrpholino'groupi

e) A"case'where the substituent repres'entsa'loweralkOxy

g'roupia halogen atOm'i' a 'nitro qroup, 'a'n amino<grou'p, a

loweralk'anOyTaminogfoup ora 'Lower alkyl ,'group in the

compOund' 0 f ',the' genera'lformula inthecTaim',-bu teethe'

~,xaIllples fa ilt6 shOw" compound S' ha \Icing a'nitiro:g'rOup,

an' aIlliriogroupora lower' al1<anoylamind'grdtipf"and<

f) A case 'where \the sub'stituerit'represents a'phen'1l' grOup,

'a\I'-"or'2'-'thienyFgr6uF,a 1- or 2'-'ftir'11 'group"'or'ac,

'IDonO:': s ubs,tft ut edphenylgrOup'i n thecomp6tindo f"the

general formula in the claim but the examples<Onl,/show

compotinds'havinga ph eriy I group.

l'n 'order't6"alloid the' aboveYe j'ec tIons , if 'the, compound

of the general fOrmtila Tn .t he 'claim' in 'the 'Specification' at

the time applicatiOn COvers cOnipOllnds hallingllarious

s ubs'tIeuents, itisdesi rable'todesc ribe a tIeast'6ne

example per cOIllpoundhallinga'differentsubstittient.

Fur ther ,if the substituents"are desc.r i bed by ,,:cOmprehenSi lie

expressiOri,it'isdesirable to describe severalcompotinds'

""","""".,h"v,j[n,,'r:e];'re, se ntat iY,e.".,.,Sql?s1:jJt'\l,€'lf~"~:",'.el1t::()rt\f'~~:s:,,jbt)lY~"S:""U",Ch;;"c:," ::::" ",." <." ., [""", '."
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submi t an amendment>tp supplement examples wi t hout; r educi nq

the scope of: de.m.and for patent ,tllere .ar.e not; so many cases

where sucll,·suppl.ementati"nof exampl.es was allowed,and..one

decision in the Board..ofAppeals.passesthe' following judgment

regard ingsupplementation .of. examples;

In short , ·.suppleme.ntatipn of.ex.amples.· isallP\Oled only

when all the requirements (i) - (iv) are satisfied.

(i) '.The compound of the, example ,.toqe supplemented falls in

the rangepf ·,tlle compounds of the general formula in

the claim,

(i i) The description spe,cif icallY .i nd icatingthecompound of

the. e><:ampletPbe.supplement.ed cis found I n: the speci f i­

cation at the time of application; fore.xample,t.he

compound name or th.estructur.al ,fprmula iSdescrib!"d or

the.name, of. the group in the compound to be supp.Lemen t ed

isspe.cifically des.cribed, that ,is ,\OIhere.the compound

tp.besuppl!"mentedcontainsapropyl group as the

.s,u.bs.ti tute.l1t, then the substituent in the ..compound of

theg.ene:ral:;fo.rmqla .is.descriqed as'.'al1 alkylgr,oup·,

. ::for examp.le , methyL, ..ethyl". propyl, buty l, e t c, '",

(i i i) Tne,cOll\poundanalogous tp the compound of.the .exampLe

tp. ,be: ,sqpplell\!"ntedi sde·scr,ibed:asthe.example :i n.it.he

spec; ificat b:Jn.

(iv) There is not so remarkable differenc!"in.e,ffecLbetween

•the. compound of tile examp le to be. supplemented arid the

compounds rdeac r i.b.e.das.the· e xamp l e s .il1:: t he

spec i fica tionat.t.hetime., pfapplica t i.on,

Ther.e:fon~iin:order::t_o_.t.rave rse arejeq-tion indtca,tirlg->:'

that "it iSI1Ptconcretelydescr.ibedtp.theextent that all

the .compounds dese r.i bed, in the scope·"fthe.cla Ims ar e

sufficiel1tly:supppr,ted" ,d.t.is. t he p.r.es,e.nt au tho r.t.s pos it i.on

above requirements (i) -(iv) will be all"wed.

·-Tn th i s.vconnect; i on , Lt.. is -':r:~c;oll1JTl€7,I"1ded,_ ,as the manne r of

descriqinga.specification .at ·tnetime,of.applicati"l1, tp

.describe as many ;.el\amples aspossibleofcpmp"unds,having

different' types. ofgrpups for.thecompoundsdescribE;djl1t.h!"
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claim; "or~ even if, ~~: is. imp()ssible t~ describe them in the

form of examples, to describe compound names or structural. . .' . . .
for~ulaeof compounds analogous to ~he compounds described

a;, th~ ..exrmJ?,~~s; a,nf/, Ln the c~se"",wbere the ,; gr6t:ip 'names in

the general formula are, expressed using a comprehensive ,

e xpr e s a Lori i Ln the claim, t~ d~scrlbe in the specification'

7Pecific group namescov"redby the group represented by

such a comprehensive expression.

Some Examples of Decisions in Tri~l~ Consern~ng

$upplementationcof Examples

Year 1980 Trial for Amendment No. 120

1981 ~l - 53

1981 62

1981 79

(3) Confirmation of Chemical SUbstance

In the standard of practical operation concerning the

'substance patent system" the following are ,stipulated as

regards the identification ofa chemical substance:'

IIWhe'.r:e:a chemical substance per secannot:be'c'onfirm-ed

i n ttihevspec i f i c a t i on , t.h i s vchemi ca I 'substance is treated "'-as

being\not~~stabli5hed as·aM ifi~ention~; and

"Anlendment to add data 'for confirmation of a chemical

substance to a specification which fails 'to confirm the

chemical' stlbstanceper se is deemed to constitute a change

of the gist of the specification" •

Iriorder to confirm a chemical subs t ance ; its physical

and chemical', data must be'descr ibed in • the 'specification.

These data are essential for the .con f i rma t Lon that the

invention has actually been achieved and 'is 'not'a mere

product of desk work and for the disclosureof'the technique

as scientific literature as well as the disclosure of the

Review of the recently published pa tent applications

(the 'OffiCial Gaiet te for Publ i shed Applications ) in respect

to theideritifie:ation of chemical subs t ance s revealed that

the following physical and chemical data have been largely

employed ,for example, elementa1 anaLys is vaLuevimoLeouLa r
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spec i f i ca tion published," it was described tha,t the present

substancedoesnot,containN, S and X [h aLoq e n L, Anappeal

to amend too t.he effect to mean that it containsN and does

not contain S,and X was filed but .t n I.s appeal ,was turned

down .on the ground that such ,,1'1 amendment \'I0uld give rise to

for amendment on

error ill the elementary

e xamp Le vof atr ial

Ther,e had been an

Take, an

trichomycin.

weight, melt ng point, boiling point, r e f r ac t Ive ind x ,

specific r"t ti"r1,solubility ,colar'l?H,Rf value 0

chrom~togr"Phy,IR, IN, NMR, ma~s spectrum, etc. Although

to what extent these items must be included varies depending

on the inven t ion, in practic"" aconsiderablynurnber of

cases describe two or more identification data in the

specification: in such a case, combinations of m.p. ~elem",ntary

analysis value, m.p. - IR and IR - NMR are very common. On

the otherl1and'there are SOme cases where the' identification

data on only one i\::emare described, e.g;,' m.p .. b.p .. elementary

analysis value ,IR orNMR'. It seems to be acknowledged,

hoveve r ; that data, such as elementary analysis v.alue, which

can be calculated from the structural formula'are not

sufficient alone.

Then, to what extent is amendmentofthe"specification

for supplementing or changing these , identification ,data allowed?

As for -,3 .f.e r ment.a t i on . product" if.',it is anovel-substanc.e,

the examination 'standard requires the description of the

followingphysical"nd .cnemi ca Lrprope r t; ies: (1) elementary

analysis value, (2) molecular weight, (3)m.p., (4) .apec i.f i c

rotation, (5) IN, (6) IR, (7) solubility i n soLven t s , (8)

coLo rvreac.t.i cn ; (9), d i st i nc t i on betw",enbasic, acid and neutral

and (lO)colorof the subs t ance and if "tleast (1)

e Lement.ary-anaLys Ls va Lue , (2}IR and (3) one,ormore of

molecular weight, m.p. and color reaction which may be regarcled

ch a rac t.er.Ls t ic have , beendescr ibed in the ,specif icationat

the time:af .appLi.ce t Iontand hence confirmation of, said

substance is estimated possible, then ~uppl",mentation of

undescribed da t a .i s allowed.
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the possibility that the intended substance might be changed

toanothersl1bstance (Trial No. 306, 1956). This<deCision's

point o'fview seems unchanged even after the<enactment of

the substance patent system.

However, a problem still' remains regarding' how" the

examiner will treat amendment on an"item the"\rall1esQf"which

vary considerably depending on the purity of the compoUnd

and themeasilring method,forexample, m;p.

As ano t he'r example ,in an infringement case in relation
" ,

to trans-4'-aminomethylcyclohexane'-1;;'carboxylic ac i d , iFhad

been held that the accused substance which had a melting

point different frolTl that of t he icompound descdb,edin the

patent specification by 1000 C a'Lthouqh having the same

compound name and the s t ruc t.ur aLtEormuLa- cannot; belegll1ly

regarded as the substanceTntel1dedinl:he paten't (TokyO'

DistrictCourtiCaseNo. 5716 '(Gyo~wa)/1974) •

(4) Description of Utility

According to'the standard of', practical operation

concerning thesilbstance patent system, utility ora'chemical

substance must be described in order "to obtain a patent for

the invention of said chemical subs tance . And where'utility

of thechemicalsl1bstanceis not 'disclosed in the

s peci fLc a t i on, the invention of this chemical subs cance is

deemed to be notestablished as an in\rention:

The description of utility of a chemical substance must

be to' the" extent' to show 'at least one of the use s of , said

chemical subs taricetis ' industrially-useful;

Therefore i the de scrLpfIon thereof is r equi r ed to be

somewhat concrete. For example, de scrI'pt'dons such as

"bypo t ens i ves i,',"herhicides":"'etc,. are acc'epfed" ,but

descr Lpt i on s 'such :a:s:: "rnedici.nes?", lIa-g'r1cu'ltu'fal 'chemic'als,""

Sihcethedesctiptionof ut

industrial feasibility of s a i.d chemical subst ance is

concretely shown to some extent, the fortifying da:ta is not

partic\llarly"necessary.

However; in pract 'ical :ex-amination, it is: often
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nece,;sary t9. s.ub!1\it da.ta concer ninq utility. In such. a

case" it s eems generally acceptabl.e to amend the sp~cification

by adding data evidencing the utility described in. the original

specification.

(5) Standardfo.r. Judg ingTechnical Advance·

As regards .technical advance of chemical substance

i nve n tdorrs.v t her e is no preceding court -.case· and appea l, cases

are very scarce. Therefore, on judging t eohn i ceL advance,

the ..s t and a r dvof . practical operation concerning the. chemical

subst",nce sys~em seemsto.,;erve as a guideline. According

to this" techniqaJ:,adlJanc~.ota~: chem i caL. subs t ance. Lnven t i on

s ha Llvbe jUdged. base(j 911the.sp~cificity from two aspects of

the chem i caL. str\lcture.of the chemical substance and- the

p r ope r t Le sror .uae a .of the.. chemical suos t ance,

(A) Lnven tLon Making a· TeGhnic"l Advance.

The invention deemed to h"ve made a technical advance

is

(i) an i nve n tLon of a. chern icaL substance hav inga chemical

s.t ruc ture. remar kabLy d iffe rent. fr om the. cbem i c a L. s tr uc t ur e

of known chem i ca L, subs t ancesr

(ii) an Lnve ntion of a chem icaI substance having a chemical

str ucture anaLoqou.s to. the chem i caI st ruc t ur e of. known

chemic,alsubstanc"s but having, a character i s t i c property

which cannot be expected fr9!1\ known chemical substances;

and

(iii) aninventi9110fa chemicaL subs tance having a prope r t y

which may although be. e xpec t ed from known chem i caI

substance having a s.imilar chemical st r uc t u r e but; the

extent. of which pr.ope r ty. is r,:,markably excellent.

The reason wl)yth"se inventions are re<:larded as making.

a technical advance. is .because s i nce the t rue nature of a

chemical substance invent..... , .

useful chemical substance", it. is quite natural; to j the

technical advance .of : the inven,tion by the specificity from

the e9119wingtw9aspects:

(a) the chemical structure of the chemical subs~il.nce; and

(b) the p r oper ties or use s of the chemical substance.
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Therefore,achemical substance having a specific chemical

structure is deemed to make technical advance only if it has

utility, or in the caSe of a novel chemical substance having

a structure similar to that of the known chemical substance,

if its property cannot be expected or: the extent of said

property is extremely excellent, the combination of its

chemical structure and its property cannot be obvious, and

thus it is deemed. to offer. a :technicaladvance.

(B) Specific Examples of Technical Advance and ?roblems- . - -. - - - - - - (

·Involved

The inventions appLiedrfor patent· set forth .below are

deemed to have made a ,technical advanc.e:

(Case 1)

Chemical Stru.ctureand.Effect .of.. Compound Known before

Application:
(

Ithasa VLtamin Bl

for Patent:

x It has an
anticoccidium
effect.

(Case 2)

Chemical Structure of Compound Known beforeA.ppficatiOn:

?CONHCH 3

O~
CH

3
CH

3
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Chemical Structure, of Compound of Invention >App'hed>for

Patent:

CH3' CH'3

Both have i naec.t i c i da L activi ty ,and> when applied at a

concentration '>of 0.00,2% ,<the ,degTee'of killing 3 dais .Late r

was 30% with the known compound and 100% with the 'compound

of the,inventionapphed;for,w,i t'h' >thepatent.

There hes a problemw,he'ther:>the',e>ffectof the compound

of the invention apphed for must be clearly expressedfn

the speci-fi.ca tion :at,the:timeofappl'i cation iO'rmaybeadded

by amendment after application.

In this respect, on judging technical advance o.t.i an

invention of>the ',so-caned chemical analqgous prpgess ': the

Patent Office, Boardof::Appe"ls has made a decision; indicating

that the item added or amended after application canno t be

employed as a judging material ;;(Trial' No. 10998/1971). This

decision, although not concerning the chemical substance

invention itself, also seems -:t"o"4ive .some. hint on how to

judge»what d'S:" necessary' to make .a technical advance> ",he'n

dealing with a chemical substance invention.

On the other hand, contrary to this decision, there is

a case where supplementation of specific data for evidencing

the technical advance was allowed in the cour se..of examination.

Further, there seems Xo be ;apossibili ty that such is also

accepted iri:da.s~sinJ.()lving a chemical, subs t ance , In such a
, - ; : - - ~- -:.- .- : '

case, supplementation of evidencing' data seems easier if a

generic description that the claimed compound has a superior

application is expressly disclosed in the specification ,at

the time of apP,l;icatiol);.

5. Problems Concerning Polymer Compounds

The actual situation of examination of chemical substance

0'
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Table 4:

patents has beendiseussedin .de.t-a iL in the previous sec't Ions.,

and~, monomer ie, organieeompoundshave ,beenm~i~lYdealtwith.

Organic polymer compounds (h<;reinafter refer~edtqas.P91Ynie~'

compounds) are assemb],ies qf I)lol~cules. ha~illg,qiff~r~lll;

molecular weights, stereospecificityandsometinieseven

const i louting ,molec'11e s,p,ecies, .and t he i r perfqrmance is

rec0i;jlli zed as the total n,al;ure .ra t her than j:hecharacte,r i,sHcs

of the i ndi v i duaL molecules and thus c;ompr,ehelldeqas.,a, si,ngle

compound. Theref'ore ,there, ar.e ,s.,omep~obleJllsinvolved ",i th ,"

poLyme r.icompounds with ,respecl;to a cllemic,als'1bsl;ance patent,

which are ,very, unlike.ly",il;hmon"m",ric ccmpounds, Same of

these problems are introduced below.

(1) Specification of Polymer Compound

A. st tutation"hfExaniina'tion

We in~estigated pai:~nt' applications' pUbll'~h~dduri.·ng
the same period~sthe case of the above m6no11leiic c:ompour'ids ,

that is, between Janu,:ryi, 1.982.and~a'rch·3i'c19s.3•• to"firid

32 case~of>substancepatentsrelatillg, to POly~er?6mpound~.
j(mong" th~s~, in 17 c.asesthe claim,' wer~Ch~n'.led during ,.•

the per iod between laid-open and pubLi c'at Ion of the app I'Lca t Iori ,

that is, during examination. As the result of the

investigationdf th~progress of exallllnati~n<andPOi~tSOf

change in the claims, the main reasons set forth in the

rejectidnand their llJlllbersare sU11l11l'ariiecfini:he fOllowing

No.
,of
Cases

Reasons for R.ejection

Table 4

(i) Reasons Relating to Specification of Polymer 17

(a) Insufficient Description 'of Repeating"Units (2)

(b) No Description 'of' CompdsitionalProport ion (4)
oLRepeatingUn,its

(c) ',1:10 Description of !oI0lecula~ Size (9)

(d) Qthers (e.,g,Nomenclature) (2)
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2

4

4

(il )

(i il)

(iv)

Reasqns RE!lating to Novelty or ~echnical

Advance

Reasons Relating to Unity of Inventions and
Requirements for Consolidation thereof

Reason that Range c>fCompounds Claimed is too
Wide, as,C;qmparE!d with E1<amplE!s,

From the above data, it can be seen that as regards the

substance patent applic:a,tiorls 'of thE! polymer compounds ,most

of t:hereasons fol: rejecl:i6nsaredirected to problems

concerning thespecif icad6n describing the compound • This

concentr a t ron of rejection t o :t:he specification seemS to be

due to the aforesaicl par ti cuLar I loy inherent to polymer

(ste,reo-r"g,ular.ity etc.).

(bl Where, an .Qrganicpolyme,r compound is not,su,fflciently

specified merely by requirementsrepreserlting the

structure, as ldng as Hcan be specified by adding

requirements represent:ingbasic substance properties,

B. Requirements for Specifying Polymer Compqunds

According .to "the aforesaid standard of practical

opera tion conde~nin~tl1esubstancepatent system and the

multiple claimsY'jtem" and thee1<amination'jtandard ,for

sUbstanceJ?ilten~S,of polymer compounds , "organic po Lymer

comflounds' ~NO,,2)"Published'in March, 1977, thefqllowing

isstip~lated as regards the specification .of po1,ymer

compounds.

Organic pOlymerco~I'0unds shall be specified by the

s t and a r d d"scrib"q ~~low .

(al On Specifying an organic polymer ,?ompound, inprinci"le,

it shall be specified by requirements representing the

structure of said compound.

The follwing will sufficeassuc:h requirements:

(a) repeating units, (b) arrangement of repeating units

(homo, block, graft, head~to-t~il structure e t c i ) , (al

'molecular weight, (d) partial character istics (degree

of branc,hing,substituents, doubl.e bonds,deg.reeof
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it may be then specified by adding th~pe requirements.

However, these requirements must. be ie xpre saed

quantitatively. The basic subs t anceipropert Le s ~s

here inused>means properties relating tot,hes tr uct.ur e

of the organic polymer compound , and examples thereof

include viscosity, secondary transition Point, density,

degree .ofcrystalli za t i on,e t c ,

(c ) Whe.re anorganic polymer compound is not s uf f i c i entLy

specified merely by th.erequirel1\ents r epr e s ent.Lnq the

st r uc.t ure or. where.i t is not sufficiently spec if ieqby

the r.equirements.repre.sentingthestructllr.e. and t he

requirements represent in9the basi c >subptancepr.oper; ties,

as long as it can.besl'e.cifi,ed by adding a .prcce s s vf.or

thep,roduc.ti.on ,theproces"for. the<proquction l1\ay be

set forth as a part of specifying mean". "Ho"leyer r.

specification merely by the process for the 'production, '..';", .... -, ---.'-
is not allowed,.,

Accord ing ,to theabov,eexal1\ina t Lon s t anda r.d , it is

stipulatedtbat a linear organ,icpolYmer tb~ backbone of

which.isc.omposed ()f ,rel'etiti.on of a,singleatomic9rollP

shalL be specified at least by ,said .zepea t i nq unit a nd the

molecular weight, but there are no provisions, .t()J;_c~ther

types of polymers. In the case of a copolymer, the

compositional proportion .oftbe resPE>ctivE>constitutinguni ts

may be. essential for, spec i fyingt,he,compound.

The following .!flay be inc:llldedin the, essential

requirements f or specifying polymer compounds rcl as s i f ied

according to. the types (Patentl'le,wsdated October 23,1981 l •

(al Linear Homopolymer

i l The chemical structural formula of the repeating

unit and, i i) the molecular wei9ht must hav,: !::>E>en

(b) ~andom CopolymE>r

i) The chemical structural formulae of thE>resPE>ctive

constituting units, Ii) t he compositional proportion of

t he r e spect Lve constituting units and iii) thE>

mol.ecuLarvwe Lqb t must, haveibeen determine.d.
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(c) Alternating Copolymer

That it is an alternating copolymer has been determined

and the c:hertlic:al structuraTforrtlulae of the respective

constitutingunHs and the molecular weight mus tvtiave

been deterrnined.

(d) 'Block Polymer

For example, in a blockpolyrtlerhavingblock'units[Al

and [B], i) it has 1:leendetermined whether>thisis>an

A"Btype ,an A"B"A sandwich type or a" randolTltypesuch

as A-B-A-B-B-B e t c , , ii) if random, partiCularly,the

compositional prcpor t i onvof the respectillebloc:k units

[Aland IB] has been de termi neda:nil it i )thec:hemical

"structural formulae andv'moLecu La riwe iqh ts (s i zeofeach

block uni t ) of the r e spec t ivevbIock unitsmusl:.halle

been determined;

(e) GraftPolyrner

For the backbone polymer and the r e spec'tive :parts of

the graft polymer ,the specifying requirements similar

tothdsefor the Linear home- Or co-epoLymer rhaverbeeri

specified' and further, the number of joirits (1:lranch

po i rrt s ) 'pet moLecu Le of the 1:lackbonepolYrner rnusthave

beendetermineil.

(f) ModifiedPolylller

The pc Lymeribe f o re modificationhas1:leenspecified ,'and

the whole s tr uCture,i nwh ichthecha rac t.e r i s tics (e.g

substi tuentset:c .lof th'e modified' parts and their

quan t i t et i vevre'La t ion have 1:leencla:rified, must have

been specififed 1:ly the chern icaI strueturalformula.

(g) Crosslinked Polymer

The 'struCtural formulaea:ndc:ampdsit:ion of the

constituting 'units constituting the pdlymer segments,

points and the

'de te r m'ined ,

In either case, it is>essentialto be speCified by the

requirements representing the structure of thepdlyrtler

compound, and unde-r-the"ptese>il"t "situation, 'whenever the

-.
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description fails to mention §uch require~en;s, it

constitutes a reason for ~ejectio~.

c. Specif icationbYPr.ocess fO~.Production'

A process for the production o f . a polymer compound may"

be used as a.part of the'specifying means.only when the

compound is not sufficiently specified qnlyby the
requirements representing the structure or by a"combination'

of the requirements representing the structure and the basic

substance properties. Specification of a.compound merely by

the process for . the production is:not'allowed •.

For e xampLe,-. th", examiner i n. front of·an'.:application:

"A fluorine,..con;ainingflexible copoLymer wtiichds "­

copolymer .ofvinylidene fluoride and at least one ·fluorine,..

containing monomer and which ha scanrintr Lnsi c viscosity of.

0.4-1.3"in a methyl ethyl ketone solv*nt at"i,temp*ratOre

of 35°C and contains 28 '" ~2.mole% ofvinylidene f Luoride
units, which fluorine,..containing copolymer is charact",rized

by b*ing.pr.qducedby
i) in the first step ofpolymerization , .polymerizing

vinylidene fluoride and at least one fluorine,..containing
monomer using a wat e r.e soLub l e radical po Lyme rLz a t Lon..

initiator to produce'a copolymer,and
ii) in t he : second step of polymerization, po Lymeri e Lnq ethem

in the pr",sence of the' copolymer produced in the aforesaid

step il using an"oil-soluble radical polymeriz~tion

ini tiator to produce a copoIyme r.,

and containing 1 - 80% by weightbf the:copolymer.of the

afore-said step i ) and' 20.'0,·99% by weight of. the copolymer.

of the aforesaid"step ii)~;

rejected this application commenting:
"Although the applicant explains that"he employed the

cornbined state of the two random copolymers , the combined

state thereof may be possible in several ways, and therefore

the structure of the polymer compoOndhas not been

specified." . This casecle~rlyexplainsthereason why
specification of a polymer compound merely by the process
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for the production 15 noCallbwe,d.

In this connection, where a process for the production

is employed as a part bfthemeans for specifying a polymer

compound,nqj ud i ciaL j udgmenthasbeen made on whether the

scope of right~isrestricted to the process foi'the

production. So,thiscpoint r ema i ns to be clarified by the

future holdings.

D. Specification Merely by Basic Substance Properties

Where a polymerc6mpound is,specifiecl merely by the

requirernerit~.;~~presefitingi:basicsubtance pbopertiesi:~for

examplei;vistdsitYi se¢ondar1 trahsition~pointi~;density~~

degree oLctystallization etc., in,practice, a substance

patent is not allowed on the groundthatit is not

specififedgby'the requirements ,representing the structure of

the compound. This'is substantially different from .t ne case

of anror q an ic monomer i cvcompound where",::the-compound'.ca'n be

sufficiently specified by physical and chemically measured

values. Such a compound s pec i f i.edrme re Ly by these physical

and chemical'measured'values,withouLexpressly stating the

requirements directly related to the structure is allowed;

This is probably based'on the view that because of the

above'-mentionedp,hticularityof the polymer compound, it is

diffiCUlt to'sufficiently specify'thecompound merely by the

requirementsGte~t~sentirigbasib substance ·propert~es~

(2) Requirements for Consolidated'Application

In'the examination s t a nd a r d vfor polymer compounds i

which is most interesting from an applicant' s position is

requirements for consolidated application, that is,

requirements on the kinds of inventions which may be

individually claimed in a single application. The

examination standard are summarized and introduced' ne r evfor

reference.

(i) Those which may be 'claimed in a single application:

A. A polymer compound andva vpr oce s s for the

production of said polymer compound
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Example

B. A polymer compound and a method of uSing said

polyiner compound

C. Apolyiner compound and a machine,' implement,

apparatus or any otherthihg for producing said

polymer compound

D. P..polYmer compound and'a thingwllich excluSively

.ltiliies a sl?ecifiC~ropertYof said polymer

compound

"The Lriverrt ion of a: thfng which exclusively utiJ.izes a

specific property of an organic polymer compound" mearlS an

invention which is achieved only by utilizing a certairl

attribute (Le. a property inherent to the oigani'c polymer

compound) of the 6rg~nicpolymercompoundandfuither 'Which

clearly shows the utilization of this specific attribute as

a constituent.

Examples

(a A polymer cbm~bundxand a hot melt adhesive

co~prising said polymer' coinp61Jnd~ ......

(b ) A polymer compound Y and a paint comprising said

polymer Y, a pigment and a solvent

A thingwhich utilizes a polymercompound andspeci.ites

the shape and structure c~nnot be cJ.aimedin a single

appli~ation wi th'said polymer compound, because this is not

an inventio~of~thin9which e~cIUSivelYutilizes

specific attribute of said polymer compound.'. :'. ,

Examples'
"

A polymer compound X and

(a) an ashtray comprising sai,rpolymercompound X

(b) a sheet rising said polymer compound X
: '" ",

(c ) a f ising s a id polymer compound X'

r e of treating any other by using a. specific

attribute of said organic p6lyrner compound cannotbeclai;""d

in a single application with said poJ.Yinercomp6und.,becuase

thisis'l1~t ~11 invention ota thirigwhichexclu~ivelY

utilizes a specificattributeofsaidpoiyri..,{ compound,
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A polymer compound X and a covered wire covered with

saidiPoly.meF compound X

(ii) Th~se· which cannotb~ claimed in a single application:

The foll?wing cannot be claimed in~singl~ application

because ~hey h.ave diffe:rent object~:

A. A polymer compound and any other polymer compound

B.. APolxmer compound and a composi tion containing

said polymer compound or .a thing which is made from
- . :;:.'-:: --'::;-.-'':; '.

said polymer compound used as a construction

mate r i a I andwhich.sJilec fies the shape and

structure
Examples

A ~(J~xmer P?mpound X and

(a) a composit i on of said poLyrne r compound X and a

s t ab i Lizer

(b) a sheet comprising said polymer compound X

(c) a fiber comprising said po Lymer compound X

(d) ap,\shtrax c"fIlJil~isir9s,\idJil?~Xme.r compound X

C. A polymer .c?fIlpo~nd and"n intermediate to said

polymer compound
,;", '_:', -', ":<:';';C-', ,', " ! )'...~

lmoortant in the

6. Conclusion

On fil,ing, an app Li ca t ion for a patent of an organic

chemical. substance , t is essential to specify the s~bs,~ance
to be claim.ed".nd, inprincifllE!' this must ,be shown by the

compound name or by.the chemic.al~tructural fo r muLa ,

Especially, in the case of a polymer compound, specification

of the compound is important and it is, necessary to give

careful .coriside r a t ion to the es senti aL r equ ir emen t s for

specification.

In the next

the claimed invention in the

extent that all the chemical substances described in

claim .are sufficiently supported.

Here ', nq(),l}S:F~~:~ly,n,rp_eaQ,~;_sho~i1l9 tha t, said compound has

been obt"ined objectively by meanS of examples not only by
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showing the compound name or the chemical structural formula

but also by ShOwih9t.he',,'s*'nthe't.'i'cprOcess and the substance

property values of thed6~pound produced.

What should be noted is that supplementation of such

examples is not allowed except in a small number of

exceptional cases.

As regar~~~~scri.p£ionoi:lIt,i:l,m,o( ~che~iC:a:l.'
substance, it is generallyi"suff'iCient."to'>disclose industrially

feasible utility of said chemical substance concretely to

some extent. When in the course of examination it becomes

necessary to show the llt,i)-+!rYr,mo"iC e0l'l'?J:"iC!;iC)-l(' supplementing

quant i ta ti ve da ta:i~gen¢ri':Uyi"'lJ!c:iwed'fon'€liii:iJt:i:l i ty

already described qualitatively il'l the original

specification. However, where a known compound having an
analogous chemical structu"'f'~~::~;i,;r-;;·p~~'~'J'ri·t:>;·it is then necessary

to sufficiently describe utility so as to show the patent

makes .a ,technical advance , "In pa.r.ti cuLar, in, ,ord,erto obtain
,-- .. , , ' .. '" .. , -, , .. _;":. :,,':. C,'•. , ;• .' "_-'. "':'" ,_ :'" ,.; i .... ,.,', 'c.i: ..', --, -;.,:' ,..'. .~.: ,: ,:':.. .'::.c " :~: ~:. 'c.

a chemical substance patent with a wide coverage, it is
imp6ffarlf f6!piepJf~! a sp~diiidti.()'ri!:takiihg: \ht() d~~

cons ide r "'tion' mot only t.he 'a[)'ove: .podnt's. but alsOJthe

e xamina t ion stan.dar,dand the pr act ice of. exami nation., ,., ,'< ,..' ,:"'.'~_J.'.- __ ,.:..: ,.:.>:.:..:--: : ':,.:' :.-'. j.' .: ..-.: , , ·T:;;:-~.:' i., :...-', ":':::' ;

doing this, it will be possible to obtain a patent covering
a wi 9e fatig:~';:-'-:di< ch~:~i dJr s·'lib's f~H:6'e:~: :::'arl"a"Lh'e rit~::' ,;,~i-{Jd-Y
protection of' a 'w,i,le'range,of'ri'ghts",
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WASHINGTON, ··D.C.
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·PROPCJSEDU.S. PATENT LAW
REVISIONS,AFFECTING "FOREIGN TRADE

BY

BERNARD ZUCKER

There are 'now befOrecongre~s a number ofU;S. Patent

Law revisions which a.ffep.tfor!=ign.trade, I will fo.cqs. on t he

current legislativ.e·proposals Mhichprovide.for increased

protectioh (1) forhd:t(Jersof' u.S.p'roc';sspatehtsftolll

importation of J?r.op'!,ct'j ..lllap'~.aqrpap, .an(j (2)fpr. holders of

U.S. product patents from exportatiori>'ofcomponents of the

patented invention for assembly abroad.

Although these proposals have been suggested in the

past, they have now received additional support for adoption as

part of an overall effort to enhance the competitive position

of U.S. industry in world markets and to correct inequities,
between U.S. law and the laws of other countries. It is

as a crucial part of this effort •
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.On September 12,1983 Presid"ntReag"n proposed

legislation to Congress entitled "The National Productivity and

Innovation' Act 0.ti:19;83." AC90rding, .tothe President '.s

s t.acemencraccompanyinq the . legislation, "the bill will enhance

tllis country's productivity and .t.he ability()f U.S.ipdustry to

compete in world macke t s • ." President Re"gan described the

par t s of the legislation relating to U.S.pr()qeSS p"tents.as

foB.ows:

;"Titlev 0): the Act. incre.asesFederal· proteqi;ion

forproc.ess patents. Currently,. if ..someone

'violates a process patent. outs.ide thecOJ.!ntry.".nd

then imports the .resultingproduct into the

United States,the importer is not guiltY.of,
violatingp"tent. law•. Our;billc.los.es .thisloop-

hole,.cpermittingth.e own.. r s .of:process ;patepts.to.

obt"in . their. rightful .rew"rdpy; prey-enting..such

unaut.hori aad use .of. ttteir;te9hnology."

A pilkr"lating soMly; to;th.e.procesllP"tent

provisions of the Re"ganproposalwasintroducedi.p.;Congr"lls OP

H.a. 3577.•. The entirEiReaganproposal jon Lnnovat Lon and

prodl.lctivity:wasrecently introduced;in the House of

Representatives as H.R. 3878 and in the Senate as S. 1841. For

convenience, I will refer to the process pa~tt~e~ntt. '~);'()v':i';ion;' e,f' '. ····w I·· .
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the ReagahAdministrat'iohproposals'in these<BillS'as'simply

the',' IIAdmirifst·r-at-ion-"'hil'tu '2

On June 23; 19'83 Senatb'rCharles Ma'thias(R~MdH

an t.roduc'ed c.irt'a'irl patent law revisions 'whichwere'prbposedby'

the 'ABA's AD Hoc Corrnriittl:~to Improve.dthe' Patent Laws(S. 1535).

The flist partofth,{Mathias' b'ilFprovidesf'orincreased

proc~ss pat~nt prbtection.

I will first discuss the provisions of the

Administrat'ionand 'Matibfaslfills>which' r'eLa t e toU .5'. process

patents. Iwill,the'n d.i.scus'ext.he pr.ovLsfons of>theMa'thias

bill wbich.r'~lateto'intr.ihgement' Of product patents .by

manufactureof components'for< a'ssemblyabroad"

Cllr,rently, if,'aproduct"is made .abr.oad us,ing' a process

which 'is patented 'in, 'the' ,united' Stat~s,·theunauthdr,ized

import'ation;'Saleibruse'.of' )that' pr'oductwll:Tnotresult in

any infri!hC:j'enientu.hder, u;S)'patent taw. Th~u.nderlying theory

is straightforward. AU.S.patent proeects' 'against

infringement only in the United States. If the use of the

process occllrs'BnlYolltside the unit.ed stat'e,,; there has been

nO infi'ingement'oft:lieu.S; processpateht:

The Admi!hiStrat:'ioh'biJ?lwollld'am~r\d'of Titl" 35 of the

U.S. Codeas'tollbwsi "Flisti'Sectionl54 would be'changea to

extend the i'ights'of holders' of U.S; process patents to allow

them to;"xcilldeoth~rs'fromusing,or selling products produced
., ..... ".,

by,' such' pa t en t edrpr ocesae s ; 'and.second,'Sectibn" 271 would
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J;1,rp'ltid.e...th"t the unaut.ho.rLzed use or sale .I n the Unitecj States

of, a J;1rOductJ;1roduceqbya J.,,,j:ented p~oFesS will infring.ethe.,

U.S. process .pat,epL

Inacjd~tion, the Administration bill .would assist the

patent holder, in "nyinfr.~ng.ement.action by cre"ting.a

pce sumpt.Lon that agrqdu"twas prodllce9ysi'!I';lthe ratentecj

process "if .the court find,? (1). that .,a"ubs,t"ntial Ukel~hood.

exists that the product was produced by the patented p rccess.

and (?lthat; the, claimanth".$ .exhausted all. re"so.nably

availab:l.eIl\""n"J:;Il~9uglldisC9.yery oroth"rwi.se to.determine the

proce",s ilCt\,":l.!y.u"eqint.her'oduct~ol\.ofthe producL"The

burden'?t; oyerc:,?mingsuch a pr.esumpt.Lon. would be QU, the, defenq"nt

in an ~"!t;r~ngeme",tsuit•. Such.a defendal\twould n9'1Il":l.!Y:I:>" a

f 0F:~;9~, rng.Ilu~_?c,t_~,r~.t':1 an ~IrlPPt"tr~r:',r ,9;· ::,~, .purchaaer,

'l'lleapp~o"chof·i:lleMilth~""t>g:l.A." simp:l.Y to. increase

r~oteC:l:io,,!t;or U.~,rr,?c:e"srate.l\t$ t>Y "gciing il,new sect.Lon .100

35 U.S .C,. §271 prov~d~ng.thilt "Whoeyer without autl10rity impori:s
...... ,.-,' .',' ',_ .-' _", .",' ',c'.._ .. ,' .. , ".' .....,.,' ..... ,"--" .' .. " <,'; .'.;

into or .sellsor '!ses within the'lJllitecj States,a,p,,?C!uct milcj\!~n

another country bya .proce,?s patented in the Unitecj States shall.. ",," ,--,,', .. ~ -> .'.. '.,'.; -, '._ .. ,_ .' \ ..' ',"'.' - " ,,-: ",,- i." ',,', .' ,",,-:.' " , :" c' "",',',

be liabl\!.a.s illli"!fri"!ger.

The Mathiaspi;Ll "pe"~fic,,lly st"tes i:h"t iIl\port".t;j,o"!

into the United States ofapr,?q'!ci: made '" Ln.." ano t her ". "ountry"

by a rropes"patellted in. the Ullited ~t"tes.is ;j,nfr~ngelllent.

Milthias. bil.l is (1.) lilllit"qs.i:0.P~ocjuc:tS)!!,,9,ein.

anot.ner p,?,!ntry· a,,!cj( 2.) Il\.clke.,,'·.irnp()rlta.·t,i,on~
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'As a practical matter both bills are aimed at' products.

manufactured abroad. 'Both bills tend to rationalize the United

States patent laws with those of most industrialized

countries. However, the Mathias bill does not contain the

Adminstration's proposal for a rebuttable presumption that a

product will be deemed to have been made using a U.S. patented

prob'es:g whe n d{sC6\tery' rneans'have'bee'n';'unava'ilihg' 'and are

exhausted.

The changes which,would result from adoption of either

the Administration or Mathias bills can be appreciated by

reviewing the protections which are currently available to

owners of U.S process'patents under the trade laws of the

United States. Section 337 of the Tariff ACt of 1930 (19

U.S.C. §1337) provides -that; unfair 'methods of competition and

unfair acts in' the importation of 'articles into the United

States, 'or in'their sa'le, are 'declared unlawful if they have an

effect or tendency'to destroy or substantially injure a

domestic industry or'to restrain or' monopolize trade and

commerce in the United States. In 1940, Congress enacted

Section 337a (19 U.S.C. §1337a) which puts process patent

owners on the same footing as product patent holders before the

United 'Stat'es International T'rade Commission ("ITC"). Section

337a provides that the importation of 'a product made by a

process covered by the cLa i.nis of any U. S. patent shall have the
.. .....

same stat'us for the purposes of, 'Section 337 as the importation

of any product covered by the claims of any U.S. patent.

84



- 6 -

O[1ce.the.ITC has determined that such unfair acts or

unfair methods have occurred, .it mayeithe.r pex;manently exclude

goods frpl1\importatio,n,or direct thatresppndel),ts before it

cease and de;sist froJ!lel1gaging in the unfair acts .o r methods

for which violations have been f oundv These are the excl.us I ve

remedies .ava i Lab.Le .),11 .an ITC.proceeding .under S",ction 337a.

Therefore theonlYpossibl",l1\onetary reco.very fora complainant

would be indirect, i.e. by using the le;yerage of anITC action

to force a favorable license ayreement or by making the sales

ht.mseIf .

'l.'he proposed b~llswouldpx;oyid" the; .fpllo",il),g

advantagE!s.over·an I'l.'C actiol1 under $ection337a:

(l)holdE!rs.of;l).S, proces!'p?!tents ",oulp

have al1act~ol1.j:orcii'\m?!ge'j'.orinjunctivE! relj,,,f

"ndE!r the,patel1tlaw13.ThepossibilitLqf

r ecove r Lnq.idaraaqes .for infrj,ngem",nj: doe s not

p,es"ntlYE!xj,st under;.g,S, j:r?!de; la"'l3'

(2).nopx;poj: would .be ,e51..,j,x;e;p to show, that,

the effect ox;. tende.ncY,pt;; the; i!!,pprj:atj,ol1.s ;is to

des t.roy. or'j'ub'j'j:anHiiHY; il1j"F".iin ~npu.'j'Hy.,

economi.ca.l.Ly ande.fficiel),tly op"r?!ted. in. the

.' Unite.d Sta.te.s •.. Incie"p, l"?!I1Y COl1\PiiniE!S ar e

unwilling to bx;il1gal),IT.G acj:ion,iJ"cap13e ;tJ;1ey

may be required to disclose sensitive financial

and other

case.
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(3) no showing' would be requiiedthatany

rellledy'sotightwouid be in the public interest, and

(4')'thep6ssibilityof' aPresident'ial 'vet'o '

of anI'I'C excTusidnorderwotildI1ot be 'present in

an i'nfii'ngeIIl'en:t ac ti.o'n ..

(5f a complafnt fOr infringement irifederal

courtrequ.lresfarfess detaTledinf6rmation than

does an ITCcoml?laint.

If the proposed amendments relating to process paterits

were adopted; 'Secti6n 337"Cw6u:Ld'contfnue to be an option

available to ho:LdersofU.S. 'process patents. Incertain

circumstances,'the'advantages of,an'ITC)oactidn (Le., speed, a

pro patent'foruill;the,abilityto'm6veagainst gdods'cdming into

the country svand therelaxati6n of 'the f orma L r uLe a-of evidence

in ITC evidentiary headrigs); allmight'lIlake,ari' ITC action a

preferable. Indeed, if,'>situati6ns \<heregoodsarE,c Lmpo r t.ed

through 'ni'ime":olIs'c:hannel's'or 'whe fethemanu:fadul:er is not

aubj ec't; to p,,!rs6nai' JlIdsdictfonil1l>fede:ral'c,6lIrt;' the

ability to 6bta'in' an" exdlJsion order' agai11'stthe' Lncom.inq goods

at the ITCIilay be! i:af'rnore use:fui'than the prosl?ecFOf bringing

numerous act.Lons ill the "fed'eral ',,6lI'1'1:5 agairist importers or

customer's'fOr"d'arnages Or' injunctive ieli'ef"



Est;ablishinginf~ingement; in ,a feperal"court;act;ion

based on c.a .p roeeas p at.e nt; presents many problems of proof not;

found in suit;sbased' onrproductvpat.errts> Unless the. process of

manufactur.e can·be.. .de.te rmf.ned ,from a physical.examination .of

theproduc·t,information necessary to. prove infringement; must

be obtainedfromthemanufactucrer.lloweveri when ,.the

manufacturer is located abroad and when,as is ,frequently. the

case, ·t;he manufacturer is one ortw6 'levels removedfcrom,the

in obtaining discovery and securirig :nie·aningful.crelief.

The Admini.stration'bi:llat·temPtsto ·deal'dth the

difficulty,.of obt'ainingi'nformation abdutwhat .processes of

manufact ure"'w.e r e actually'use.d ,by ·pre sumdnq.vd.nf rLnqemsnu.as

long 'as<there· isa ".substantial liklihood' of ..infdngel!\ent;" and'

r e asonahLe. ::effort;s wer.emadetosecu·re the 'need,ed'i:nforniation'

It"is,c.lear:that ·'l;he:t.e.qu i'renienLof ~'substantial·likelihood I' is

satisfied.when ,the .pat.ent.ed pr6cessis,the j.6nly.known 'method:of.

producing apart;icuh,rarticle. The AdmiriistraHon's analysis'

of the bill suggest.. the I'substant,ial.likelihood" requirementc• ·

could be.nietbY··evi:dence showirigthat t;he ,se:I.ltIlg· pr~"e,ofcan

article'makesit certain that the patented:method'';'asused.

The'Administration estates that 'Ia pabent.ee will 'have to.

establish:'more 'tharia slight, even, if reasonable, possibility
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'::The Administration bill r.ecognizes that the: defendant ,

whether itis the purchaser orimporter,:wil.lbe in a better'

position :than thep'at:entee topressure.the foreignmanufq,cturer

into .providinginformq,tion about the actual process used.

Whatever indemnificoationrights the purchasers .mi.qht; 'have also

would be useful;in this regard • ·However:,..the bill's

presumption :of· ·infringement·raises questions of due .process.,.

because:::a par.tycan be ·..liablefor damages without:any actual

knowledge of the .proceas of produc.tion.used and with .noimearis

available to .r.eve rse .the;; bill'.s pr.esumpt.Lon,

In'Section 337ac.t:ions a t:the,lTC,jur i sdictional

questions.have.beengreatly. minimized,becatisethe iegulation'of

importation '.was :irivolved; . lu.Sealed Air iv;'.U;S • Tnternational.

Trade commssron s. '645 F;2d 976,' 209·U.S ;.p;Q. 469,' 478 ; (CCPA

1981). :the;CCPA'upheldan lTCexcl.usion order of multicellular

plastic. film mariufactured;abioadwhich infr inged.aU;8 ;.'process

pat.enc , . The lTC'.s.f·inding .of infringement ,was largely based .. on

the' inferences .drawn .from the. failuresbyforeignmanufactur.er~

to.provide,discover.y ;or,participatE,;in the proceedings. The

CCPA, in; Sealed.:Air j" rejected ;all :argumentsbasedon lack of

personal jurisdictio.n:andstated. that personal jurisdiction was

irrelevant to an .. lTC proceeding; sinceimportation· •.is·not .a.

ve~teq·right'j. butanact:of :gr.ace. ";:Perspnal:jurisdiction' is

not a real concern before the lTC; ..1>s;:longas there i.s.:
.................•.......................................................... .. ..... .•.............••..........•......•..........•..... I .

reasonable notice, due process is satisfied.
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The Mathias bill seeks to reverse the_Supreme Court's

_ dec i s ion -in Q~~!£!:~l-J~9..!5.!E-'LQ:!..:.v , ~'!!!f~!....!~~:-,

518, 173 U.S.P.Q. 769 (1972). TheCourt in ~~~~!:!!. held that
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domes t Lovmanuf ac t ure of all rnateria:I.compon,mt:s of a machine

for assembly abroad waS not an infringement of a combination

pate'nt'which covered the :final assembled product. The Court'

reasoned that l:>ecause)final assembly toOk placeolltside of the

United States, the product was not "made" in the United States

and there£ore(.,as not an infringement under 35 U.S.C. §271.

The beepsouthdeCision was widely criticized, as

demonstrating an overly technical approach to the patent laws,

particularly since the apparatus was in factalieady

substantially "made", requiring less than "an hour" for final

asselDbly, and the failllietoaccomplish final asseiriblyitl the

United States was clearly aimed)at avoiding the patent;

The Mathias bill would add a new sectiClrito 35U;S;C.

§271 providing that the supplying of the\Jncollibin~d mat:erlal

components Clf)apat:~ntedinventi.onfri)theUnitfiidStatesi

intending" that suchcomponent:s be cOIDl:>fried' otit~i.d~ 'of th~

UnitedStatesiWOllld l:>earifrifrlngeIDent: of the patent. The bill.

requires both (1) an int:enti.onthat: thematerfalcomponeIlts

will be combined outside the United Stat:E!s, arid (2) kno~l';d'le

that'i£ sachcCliriporientswerecomBfrieil',',ft:hfnt:he'urifted States

the combiIlation wOllldbe,an inf J:ingeirientof the patent. It is

not entirely clear whether components, if combined in the

United' States ;cUIustbe kIlOWIl to irifringedirE1ct1yunder Section

271(a)

27l(c) would ,s,uffice. Moreover, the absence of the phras'; "not
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a staple article or commoqitYcfccmmerce" seems·tocilldicette

that supplying standard compondhtsfo/combinatl.on outside the

United States could amcunt to an inf~ingement.

The Mathias bill provision would strengthen the U.S.

product patent holder and thereby encourage domestic

innovation. It is directed at intentional evasion of a

patentee 's r 19hts. However, it 1sposid.blethat adoption of

the provision might simplyresuTt infui:therpressure for

In the coming months there will be Congressional

hearings and decisions on· these legislative proposals. I am

sure we all await the outcome with interest.

Thank you.
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98TUOONGRESS
1ST SESSION

To amend title 35, United States Code, to increase the effectiveness of the patent
laws and {or other purpo~es~

IN THE SENATE OF THE lThTITED STATES

JUNE ,23 Oegislativeday, JUNE 20),1983

Mr. MATHIAS (forhiIn~elf'Mr' DOLE, and Mr. DEOONc~I}intr~dnced therol:
lowing bill;which\vasread' twice and referred 'to the 'Committee- on-fhe-Ju­

"diciary

A BILL
To amend title 35, United States Code, to iocrease the

effectiveness of the patent laws and for other purposes.

'92

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That section 271 of title 35, United States Code, is amended

4 by adding at the end thereof the following new subsections:

5 "(e) Whoever without authority imports into or sells or
".

6 uses within the United States' a product made in another

7 country by a process patented io the United States shall be

8 liable as an infringer.
~

10 supplied in the United States the material components of a
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l:pat{\I!ted invention, where such components are uncombined

2 in whole or in part, intending that such componentswill be

3 combined outside of the UnitedStates.vand knowing that if

4 S11ch compcnentswer{\combinedwithiI! the United States the

5 combination wouldbean infringementbf the patent; shall be

6 liable as aninfringer,".

7 SEC. 2..Section 184 of title 35, United States Code, is

8 amended by-

9 (1) amending the third-sentence-thereof-by strik-

10 ing out "inadvertently" and inserting. after; "filed

11 abroad" the words "through error and without decep-

12 tive intent";

13 (2).addin.g at/the end thereof-the.tfollowing new

14'paragraph: .

15 "In,the-case;]of .an.application for.whicha 'Hcensehas

16beenoptained or an.application which has been filed in the.

1;7 .UnitedStatesp,atilntand.'l'rademark Office for more 'than siX

18IIUlJ:).thshefore the.filing.ina foreigneountry.candon which no

19 secrecy order has been issued, a license shall:not berequired

20 foranymodifications, .amendments; supplements.rdivisions, or'

21 ;;otherinformation. filed in or. transmittedto.the .Ioreign coun­

22, try, in. ,connection with; such.application if such modifications,'

2.j,.onlyof .the illustration; e;xemplification,comparison,or;explll>

S 1535 IS
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3

1 nation of subjectmatter specifically or generally disclosed in

2 such application,".

3 SEC. 3. Section 185 oftitle 35,United States Code, is

4 amended by adding before the period in the last sentence

5 thereof the following: ", unless the failure-to procure-such

6 license was through error and without' deceptiveintentcand

7 the patent does not disclose' subject matter within the scope

8 of section 181 of this title".

9 'SEC. 4JSection186 of title 35>,UnitedStates Code, is

lOs amended by-,---:

11, (1) ,striking out "whoever.-in violationofthe pro-

12 visions of section 184 of this title,"; and

13'(2)msertirig\'such"'afterS"in respect of any".

14 SEC. 5. Section 103 of title 35, United States;Code, is

15 amendedby adilingattheeIid;thereofSthesfollowing~

16 0 "Prior.artr.shall'not inoludesunpublished information

17 00 which is developed by.theapplicantsmglyofjbintly s'l'l'ith'

18 others.torwhichIs.known.to theapplicant oruysbyVrrtue of.
19, hisorheremployment,".

20SEc.6;Secti{j!11l6;of title35 iUmtedStates Code, is

21 amended by amending the first.paragraph toreadasfollowsr

22 0 , o"'\\Whentwoormorepersol1S'have madeinventive.con-"

24 they shall. apply.for patent jointly .and each. S sha.ll 'sign the

'25 application and make the required oath, except as otherwise

S 1535 IS
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1 provided in this title. Joint inventorsneed not have made an

2 iri\ientive contributiontoeaoh Claim ofthe application.".

3 SEC. 7. Section.135(a) of-title 35,UnitedStatesCode,

4 is amended by adding at the endthereofthe following.P'Evi­

5 dence to establish priorityof inventioninaccordance\\ith

6 seetionl02(g) shall be provided by affidavit." .

7 SEC. 8. Section 135(c)oftitle35,UnitedStatesCodll,

8 is.amendedby-c-

9 (1) inserting before"snallrender"in the>imra

10 sentence the following: ",1lll1esssuhh faihJe was

11 . through error and Without deceptive intent,"; lind

12 (2»· striking (l1l.tthewordS"during ·theisix..;!ilbnth

13 period" in the fourth ~e~tenceano. "WithiJithe >sri"

14 m.onthperiod"inthesixthsentence:

15 SEC.'9~Sectibni1350f title 35,UilitedStates ()od~, is

16 amended by adding at the endtheteoFtheifolloWingneW

17 subsection:

18 ·>"I(dl'EiaAies to ~pllIentfut~rference may Mfurziune sucll

19'coritestorany asp~ct thereo£by ~rbitrliii~n.The parties~hall

20 give notice of any arbitr~tiori~wardtoiheConUcis~i~ner,

21 and such award shall be dispositive of the issues to which it

22 relates. The arbitration award shall be unenforceable until

24 SEC. 10. (a) Title 35, United States Code, is amended

25 by adding after section 294 the following new section:
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1 U§ 295. Licensee estoppel .

2 . "(3) A licensee shall not be estopped from asserting in

3 judicial action the. invalidity of any. patent to which it is

4 jicensed,AnY agreement. between the parties to a patent

5 license agreement which purports. to bar the licensee from

6 asserting theinyalidity of any licensed patent .shall be

7 unenforceable as to that provision-,

8 "(b) In the event of an assertion of invalidity by the

;9' •licensee in ajudicialll.~tion,l~cgJ?,seeandlicensor shall each

1O.havllth.ll right toterminate thelicense at.anytimeafter such

11 asseqion.. Until soterminatedby eithel"par.ty;thlli licensee

12 ,s!JllJl]Ja.y·ll.Il(IA~e licensor shall receivethe consideration set

13. in the licenseagreement,'

14 (b) The table of sections for chapter. 29 or title 35,.

11) Vnite1§ts.tes.(Jode,is !lJIlende~ bya~diIlgafterthe item

16 relll.HIlgtoselltion~94the following:

"295. Licensee estoppel. ",

17 SEC. 11. The amendments made by this Act shall apply

18 to all unexpired United States patents granted before or after

19 the date of enactment of this Act.

o

S 1535 IS



Committee on the Judiciary
House of Representatives

'r.::f6;J'r;;&-1:.b:'shb.6f(Crift~~'S,Ci viI Liberties t

:: .~ th3 Administration of Jus.tice
CL:.'- ... ::':1, Han. Robert W. Kastenm.eler I
Counsel. Mr. Michael J. Romington

Date ttl (~ /§"3

98~~~C~i~~~~SSli.lRo.3571
To' pr6t~c{p~i'~nt o\~~crs {roIti'- impOrtaii6hinto the:lJnit;~d' St-at~s'of u:~~~t~h'tei~

~o(>'?s mad,e.overseas, by, ,US,C. ofpatented;prQ~,~~ses.

IN THE HOUSE, OF REPRESENTATIVES

JULY 14, 1983 ,

'Mr.·MOORHEAD inti6dil""dthe follo\vingbill;whichwaSfereiredfuth~.',
Committee on the Judiciary

protect patent owners from importation into the United

States of Unpatented goods made overseas by use of patent­
:ed processes.

1 ' Be it enacted by the Senate and House of Representa­

2 tives olthe United States of America in Congress assembled,
.. - ; . - , - - ~

3 That section 154 of title 35, United States Code,1.s amended

4 by inserting Biter "invention" the second time it appears the
0'of the right to

" and if the invention [s;,P::':::::: ]::O;~::l~:~,::r:~' . ", .. ,I.
6 exclude others from using' or selling products

7 by,".

8 SEC. 2. Section 271 of title 35, United States Code, is

9 amended-
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20 was unable so to determine, the product shall .be presumed to

21. ha,ve been so produced, and the burden of establishing that

o

./!'."UU""CUl,uy theprocessshall beon the

it was not so produced.".23 party asserting

1 (a)byredesig-natmg subsection (a) as paragraph

2 (a)(1):and

3 (b) by. inserting the following new paragraph

4 (a)(2):

13 "In actions alleging "infringement ·of .a process patent

14 based on use or sale or aproduct Produced by the patented

15 process, if the court~as(i;: thai ..~ substantial likelihood

16 e~st~ that the. pr()duct was produced by the JIll,teJl.ted process

17 and (2) that the claimant has exhausted an reasonablyavaila­

18~leII!~ap.sthFoughdiscoveryor otherwise tQ determine the

19 process actually .usedin the production oftheproductand
,',"., '.." c', •__ ,""'__','.':"" :. ' ._ .•... "'.. ,, ..•. ' •. ',' -.'..: :.: .".'. '. __.'. .- , ...• '.' '---"'.._.", .',

22

.. '.--

5 "(a)(2) If the patentedinventionis a process, whoever

6 :vvith()ut auth()rity~s~s. orsells inthe United. StlJ,!esduring

7 the term oftb.e Patent therefor a productproduced by such

8 process infringes the patent.".

9 SEC.·3. Title 35, United States Code, is amended by

10 addinith~f~I;()wiI1g;~w se~fion29~: •.

11 "§ .295•..Presumptlorerproduct ..produced !:ly ..:paterited

12 process

·9S



,.~

IN THE HOUSE OF REPRESENTATIVES
,", -}.," ,"",., " "'" ....... ,-..... ," - ""- ......

gTalllt',::mearis~

(A)'--theoretical analysis, exploration, or ex-

2

(1) theierm "join~ researeh and'development prO-

perimerita.tion;~: or

(B)""the.... extension of irivestigative:: findings·

and: theories-ora:scientific .or technical nature.into

'practical"eppllcetion,-- including'the .. experimental

produetion-andteeting nl' ~odelsJ devices, equlp­

mcn~'_-matcrials,:and precesses;

-tobe carriedout. bJ··two -cr more jndepemlent perscnai

Provided," ThatJor purposes .of .this,;title;·sue~';,a.::pro~

-gramrnay include the establishmento£ facilities lor the

, conduct.ct.research, the collecting-and exchange a! ,re-

search.' information, ,the '.' conduct- of rcsearch en.a -pro­

tected and.proprietary basis, thepro_secution el.applica­

tions for: 'patents,: the .grunting __ o£ .licensea, and:any

other'conduct 'reasonably :neccssery.and appropriate.to

such'prograJll;

(2):the_,term "antitrust .laws" has the .m~an~g

giyen it in section 1 olthe Clayton Act (15J]oS.C.

12), exe~ptthat the term shallalsoincludesection 5 0/

the.Federal.Trade Oommlasior, Act (15U.S.P..45) to

,the. extent that.said section 5.applies to.unfair methods

.ol:competition;
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TITLE I-SHORT TITLE .

SEC. 20I. For purposes o/this title-
't:

3

St:PTEMu.:n 13, 1983

Air; -MOOlm~An;iTlfro~Jccd thl; foll'o\vln'g'-bili[ ~;hi~h'-~~~;r(lr~ri:ed:'t~ th~
;:C(lnllniltce on Lho J lldiciary .. <

,.. ~.: '-' ..-', ';' ,,',:: -', '-',.-' '_ .. l' ,.,

7

6 TITLE II-JOINT RESEARCH AND DEVELOPMENT

VENTURES

4 SEC; 101. rhis Act may be cited as the "National Pro-

5; ductivity aridI1l~ov.t;o" A~l "fl98S";

8

t.,_.... :,' ,'.::"._", :<..: ..... ; ::,<.J:',.;.:.;,-, _,'-'_ :.;;-:{;::,.,:: '::.'".: .,>.:.:'-'.:':": c

1 Be i/ enacled by'the Senale and House of Reprcsenla-

2 tive. of Ihe United Sial'. 'ofAmerica in Congress ass,mbk~

98TH CONGRESS H'R 38'78
18TSES810N • 0. • .... ,' _''' __ .. __ ,' "s-- -,',- ..

To,promot.e ~~earcb ,lI.nd,d,h¥d6pmcnt;cnCO\1rI1ge: iMo"itioil.~';stj'mula·t6 ;tr~do, 'arid
make nercs'll.r)' find ~llproprillte amcndlnentll to tho anli~rus_t, pat~nt, o.~~
cgp.rrigMla.....~, ' .. ,

, A BILL
To promote research and' development, encourage innovation,

stimulate :'trad~Z ,~l1d:'_" m~~~_n~~~~s'a~,_~_ ~~',:'~_~~,pr~:~_~i~~
amendments .to f,the;-'antitrust, "pateni~: -ii.n'd :e'opyright la.~s.

~
~

CO"!t:JERC:~, CIrEAIt!!!!!f!!.OlJl!IE~~
HR U1S III

'),:.....,-

I;

o(
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a
(S) th~ term "Attorney General" means the At­

torney Geqeral of tho UnitedStates; and

(4) t~e: te'ifu: i'c iiniritissi6!i'i means the Federsl

Trade ConhnissiOli;

~'. SE6;202.~b jbilit'te;e~ch.uidilJv~\b~iMJi pi~gi.t.
.hallbe :deerii~~lllleg&1 pet". 'Uteny action under the anti­

tntst-hi.ws;

SEC. 20S.:ta.)'NCl!..v;tllstaitdiJgtJiJPt6visions of section

4 (lIthe CI.yt04 Act'(15U.S:c.i!il,:ariY:;.iJCln· JJtitiJ,,:to

recovery .. iri"an l¥tl6ntifider -aaid~~~:tio}i' 4;b~~~d:; ~~;'~~~d~~t

thatis.part: o(:al:tcsearchnnd' de-v-fnOpm~J1t prcJgtiJJ?~~nd/th.~t

ii"engaged iIi.ltef"'noliJic';tioJdt;c16sing;~c)l~~~JJct'has
',:.. ' .".:.:'.:.~,;.'_':, . :',_,i.:":«:;':',,:', t: ,. ""<-:':'::":";'>:":<:' - :.:»:..:"",.." - - >-,. c,_ -. " ..' •

been filed with;theAttonleYc~eneral and the Commission

pursuant to section 204~ shsll r~co~er the actual damages by
;

him sustained, iJ.\terest calculated in accordance with the pro-
•

visions' of .ecti~n }96~ of.title .28~1Jnitod States Code, on

such actualdan\ages forth. period beginDingCln the date of
I .

service or 8UC~ person's plcadWg _settiDgfol'th}~_ cleim under
. '1'<': i.· .. : .. . .. .

the antitrust laws and ending on the date of judgment, such
-~

interest to be adjusted by the CQUit il it finds that the award
j

,_~f,_:~l__0r-'~~ ~f,jBU~h_,hl~reBt is unjust in theCirC_llID~ta,?c:~s.~

'Mcithe ,~o,st-, _or;:-suiti:-j.ri~ludinga:-reasonabIe' 'attonl~;;s·· (e~~

(h) Notwit~standing the provisions pf section 4C of the

ClaytbnAct (iitr:S.b.l;c),lll1;'~t~te~~titled to monetary
;,' ....,'" .. ':" .•... ---'.'"

reli~f in an actIon under said section 4C based on conduct

4

1 that is part of a research and development program and that

:2~ is engaged:inalter:a notification disclosing su~h conduct has

.8 been med::with :t~e.AttomeYGeneraland 8Ildthe C0mmJ~'

4. slon pursu.~nt.to:s",ction 204shsll.be.awarded~:IIlonetaty

5~ rellef t~e totaldamage: .austained ~described in.paragraph

6, .(I) ~f.ubsection(a),or said section 40, interest calcula.te~~

.~. accordance:::wit4the;provisioDS.OC' section 19G1;of title':,28;

8 United States Code, on such total damage for the period be­

9, ginning on the date cf.aervlce-ol such·State's .pleading setting

10, forth aclaimunder the e.n~ithist-lllWB';an4 ending on the date

11 of judgment,.uch Interesttobe adjusted.by-the ccurU U t

12 finds that the:awardof all or part of suchinterestIs unjust in

1~ the nircumatencesi-and the cost of,Buit,. lneluding areesoneble

14 attorney'sIee. ~

15 S,EC, 204. (a),Any person participating ln.a jo~rre.

16 search and development program may me with'thc Attorney

17· General and,the:-Comm~ssion;' li'.:notiIication disclosing such

18 program. Suchnotiflcatlon shall apecilythe identity olthe

19 parties patticipa.ting:-in-th~,progra.m,:-the nature,'scope,and

20 duration oftheprogram,~andany andallanclllaty'a~ee'

21 ments or understandings, Only conduct specilicd:ina notilie"·

22 tion filed pm,""n! to this'section shall be entitled to the pro­

23 tections of 8ection'203~

24 (1;)(1) Exc.p! as provided in subsection (d), within thirty

25 days of tho filing ofa.nynotili"ationpursU&rit tothissebtion,

OR 3878 III .....Md n.
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5

1 the Commission s~all cause to be published in the Federal

2 Registe~ notice.d) '~~ch notmc~tion'. des~~bi~~i~ 'g~'n~~~~
, ,! ,,' ( :,''' ,

3 terms theparticlpanta, the program, and its objectives,
_. .... . ....~ ,'__ , _,' ,_, " ,_ .. .. "d' ,,_ '_ ,',

4 (2) Except a; provided in subsections (~) and (d), all in­

5 'formatio'n and do~umentar)' material' submitted lU! part, ~f a
< .. ;: <'1:,;'.'>","<>,)<_:"

6 notification filed pursuant to this sectionshall be available to
" .. '.... .·.1 .. "-'.".. .. "".- .. " ...." .. "'"'-,,. '_'

7 the publicupon r~q~est;within thir~y, d~ys.M!~r,:~heirs~bmis~

8 sionto th~,Attor~~'ydcneral and,the 9o,~miSSion .•-: " ,
,~ .. ". - - - - ~

9 (c) Any:~~rspn,fili_I1~:_a n~~W~:~~_i;~~ P~~~,~~~t_t~(this sec-
.:: 'j- .',' - ','- -'\"< .. .' .'.' " "

10 tion may request) that information or,~oc,um~ntary,~ate,r:i8.1
I"~ , .. ,.., .... ". '" '."', .,,, '." i',_"" '.' --' .'. '--', .. " .... ,

."i.T1'l',LEill-INTELLECTUAL PROPERTY

,LICENSING UNll.ER TIIE ANTITRUSTLA\vS.

"SEc.301.,The Clayton Act, as amended (15.11;.S,C,12

20

21

2,2

(d) Any person who has filed a notification pursuant to
"',:.'"l'",.' , ' '::''. ,',,' ::':';

2 this section may withdraw such notification prior to the time

3 at which notice of such notification is published in the Feder­

4 al"~egister and 'information ~d'doc~~e~t~ry 'material' sub­

5 mitted as part of such notification is made publicly available

6 p.urs'uant to subsection Any notification 80 withdrawn

7 shall have no force or effect, notice of such notification shall

1

2.3· etscq,kis amended by renumbering section 27 as section 26

24 'and:byaddingtheloUowingnew section 27:

6

8 notbe published in the Federal Register. and no inlormation
, ',<:' !.;.--.' .: ",":,' ',"':'.',".'

9 or,~9CUm~J1tat¥ IIuLt~rialsl~bmitt~d as ,part of such notifies-

10 tio~ .shallbe made publicly avail~1>le.

11 (e) Actiops taken or not taken by the Attorne)' General

12 and the Commissio~l, in resIlonse, to, ~~.. with ,resp~~t. to,notifi­

13 catio~sHed grsuant to this section, including without limi­

14 tation determlnationa regardlng the content or ncticea pub­

15 lishedor \0 be published in the Federal Register pursuant to

16 subsection (b), the v,it)1holding from pubiic disclosure oqI)lor­

17 ;1J1~HRn!8.r,_4ocumentary material pursuant ~a subsection (C),

18 and ",hl)the:,r,to,)~s*~te .antitrust. or,othe,r:i~ves~i,gat~on8 or

19 enlorcelllent actionphall n~tbesubjecttoiudieialreview.

11 submitted as part o( such notification not be made public.

12 Any such reques: shall specify precisely what inlormation or. "", .... ' i'"'''' "".', ".' --.., ' .. ,' ..., .'. ", ,."" ...,.-,'..... ' "', .

13 documentary malcrial should not be made p~blic, state the

14 minimum periodloftim~, duri~g ,\Vhic~ ,II,on~s~losu,re ,~, the

15 public is considered necessary, and justily the request (or
. . .. . "J :: .." '.' ,.,,"..' ." .... ':. :", :......,.'. ""','" '.. .

16 nondisclosure to the publicboth as to content andtime. The
•.':, 'C'" ,--: :. " ·"'·.."f''''':' '/",,"':--,"', :", "''''''''''",,: ..'. '''''' ".-,:<., ,.-:," ',""".-

17 Attorney Genera/and the Commissionshall consult with one

18 anotherwith ,re~*e~t t~any ,su,ch _rc,que~t,.a94 .~~h _~n" i~;~ ~~.o.l,e

19 discretion shall Fake a final determination as to whether

20 good cause (or ~ondisclosure to the public,has been ~hown.

21 Any inlormation or documentary material that is withheld

22 from disclosure (0 the public pursuant to t~is subsection shall 'I ' . , . . .- '

23 be .exempt frOIll disclosure under scction,552 of title,:5, '

24 United States Cpdc.

f ..s

)1M '11111 III IIR 31l7U III
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1 "SEC. 27j (e)Agreemenl••olelyto convey rigbl. to use,

~ .praetice, or sU'liccnse patented inventions, copyrights, trad~

~ ;secretsi.tra~e~ark8iknow~ho:w,orothe.r:intellectual,·,pr.operty
" ',- '.-'_,' , ' ...

4 shall nol. bed~emed megeJ.P.r se ineelion',und.;Jbe.;enli­

5 trust laws,
i

"(b)(i) NOJwilb.lending Ibe provi.io? of section 4 01

~hi9 _,Act, ,any~_~r~9n:ent,i.tled_~o,~e.~R~~ryin; tUl_~gO~, :under

:8~i~,s~ctio~:4 .based OIl, anagreement. d~s~ri~ed:in,,_s~9s~(}ti,on

9 (!1)()! this_secHon,s~.all ,.rec()verJ~~ ,8.ctlla,l:;dll,lll~ges._bY",him

10 8us'~in~d,'i~t~lcstealcul~te~ i~' acc~;d'an~~ -\\i~~ th~ prcvi-
':',C':."',.>:: "'_,' ,F>:; ';";».' ::··c.···..".: -, : -: >,"','_.;,'.': "',':; ;0'>" :)

11 siena ofsectionj1961 of title.28"United States Oode"on~uch
,>' ,,-'<:';< ",:" ""::/"; ,," ',,"," "'-

12 actual demegei for the period beginning on Ibe date of eerv-, :'," ' ," ';',,: >,', " ,",,',' , ' ,' ',,, .- ~ ',', -,:.'" -", , ' ,", ' "',,,:.-, "," --' ". , ,

13 ice o~8~.-c.h ,P~rf?~:'s pI~:s&ng,::~~t,~ip~;X?rth:~,pI~im:~nd~r;:the
14 antitrust laws and ending on the date of judgment, such in-

, ,", ","',.-" ,--'" ,:",,,,,,,", ' ,',,, ,',", "'--"", "",,"" "

15 terest to be adjusted by the courl if il find. Ibet the award 01

16 all orpart of such interest is unjust in the circumstances, and
" , ",,', ',," ""~ ,,,,'--' ,,'" ,'" ',,,' " ',,', /', ',,' .",'-','-'''',: "'''',:,-""".- "---, ',:,'- ".--,'

17 theC~9t 'or's~it:l i~ci~ding'~ ;~~~n~bl~ ~~to'I11cy's fee,'
. i ' ., . ,

"(ii)NOlwilb.lending the provision. of section 4C of this
,,:' , "",,--1,,: " -":" ,'::'::<:;':""

19 AcI, any State-entitled 10 monetary reliefin en action under,:::',;"":',,, '+ ',>.: '",'"" " ,,',,'," ,,'\:>'1. ,"-,,,,,,;,,, ',,,',',,,..:

20 said 8'cctio~, 4,Q based on an agreement deacribedIn sub~~c-
, "j; ,;" :,','.. ,<'C' ," '<,":':';':,' ,I,

21 lion (a)of thla sectlon shall be awerdede. monotary reliefthe
:y.-'-c>:',', '::,"''- ::;;;,,::.',' ,':

22 tola! damage austained .. deseribed in peregrapb (I) of eub-

23 .ec;ion (e) 01 .~d section 4C, inlor~.1 c:lcnlale'; in accord-l' ;".--'.'", ',' ""'--''''''
24 &Ilca with the provi.ion.,of section 196!.01~i\le 28.ynited

25 State. Code, o~ such total damege lor Ih~p~riod begll1ning

OR M1t III

8

1 On the dateof setvice of such State's pleading setting forth a

2 claim under the antitrust lew. and ending on the dale 01

8 judgmenl, such interest- to be adjusted by the courl if it find.

4 that t~~:awlu4of-,sll or:,part,of;-such 'interest,is unju~tin,~he

5, cireumatanees,:,~nd:t~~i ,9P,S,~ of"~ :;suit", inclu,d~pg ,a, rea.so~~hle

.~, attorne~r8 th "

7 TITLE IV-PATENT AND COPYRIGHT ~nSUSE

8 SEC. 401. Section 271 of title ,35, United States Codc,

~ i~,~mend~,d7,

10 (e) by rede.igneling subsection (c) e. paragraph

11 (c)(l);

12 , (b) by rede;igneling subsection (d) e. paragraph

13 (c)(2); end

14 (c) by adding the following new subsection (d): ,

15 . "(d), No patent ownerotherwise entitled 10 relief for in-

16 fringemenl or conlributory infringcmenl of a palenl shall be
: ',"",' :__ :',,' ' 'i'",-'",!,',',-,:', ',.-'''__ ''''-,'- __, ".' ',';""', ','_

17 denied relief OJ," deemed guilty of misuse or illegal. extension
;)'-.-,," "', :',,' , '--,-, ',",' ", ',.",",

18 ,,9~:t~e p'8ta,nt .-~ght bJ: rea~~n ~C ~s, __he.ving done one ormore

19 oC th~, following.umlesa such conduct, in vic", of the circum­

20 ,8f:tlncc~~ in w~i,c~ .. ItIe e~,ploycd, violates the antitrust laws:

21 (1)licensed the patent under lonna that effeclcommerce out-

. 22 :;~~the s~~pe of the p~~:~i~'8'''~'I~irn;, (2):reat'J~tf3d'a licensee

23o.r.t,h~;p(l,tent in the sate the __ patcnte~~r:~duct or in.the a,ale

24 ~ta producl made the patcnte,d process, (3) obligated e

. 25 licensee of the pelenl 10 pay royalties that dilfor from those

UR !lSia In

,~_c

-.:!'
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13 "(a)(2) lithe patented invention is & proeess, whoever
I

14 without authority uses or sells in the United States during

15 the term' of the patent therefor & product produced by such

16 process infringes thepatent.".

17 SEC. 503. Title 35, United Stetes Code, is amended by

18 adding the following new section 2D5:

19 ..§ 295. Presumption: Product Produced by Patented Proc-

20 eBS.

21 "In actions alleging infringement or a process patent

22 bascd on us. or sal. of a product produced by the patented

23 process, if the court finds (1) that a substantial likelihood

24 exists that the product was produced by the patented proeess

25 and (2) that the claimant has exhausted all reasonably availa-

10

1 TITLE V-PROCESS PATENTS

2 SEC. 501. Section 154 of title 35, United Slates Code,

S is ~ended by inserting after "invention" the second time it

4 appears the words' ". and if the invention is f\. process of the

5 right to exclude others from using Or selllng products pro­

G dueed therebyr.
7 SEC. 502. Section 271 of title ;l5, ·Unit.d States Code,

S is emended-a-

9 (a) by redesignating subsection (a) as paragraph

10. (a)(l); and

11 (b) by inserting the following new paragraph

12 (a)(2):

to .suppre~s, comp~ti.
, '.;':,.'.... ':':" ." ','.,

9

(a) of section 501 of title 17,

is amended by adding at the end thereof

licensee or that are allegedly excessive, (4)

of the patent 10pay royaltiee in amounlll

the:mcensce'8 sales of the patented product ora

patented process, (5) refused to license

person, or (6) otherwise used the patent

1

2

3

4

12

13

5 the patent to

6 allegedly to suppresscompetition.".

7 SEC. 402. Subsection

8 . United States

9 the following:

10 UN~ copyright o~\'1ler otherwise entitled to relief (or infringe­

11 ment of a copyright under this title shall be denied reliel or

or illegal extension of the copyright

done one or more cf the following,

view of thecircumstances in which it

the antitrust laws: (1) licensed the copy­

that affect commerce outside the scope ,of

restricted a licensee of the copyright in the

18 sale of theeopypghted work, (3) obligated a license. of the

. royalties that diff.r from those paid by .n­

uuenaee or that are allegedly excessive, (4) obligated a
'. ';'~,,: c··',;,,:·t ,':.' .'i":,: :'. ,.,:' ..... ,.>.:., .'.::":.'''<':'''.',

p..ay royalti~sin. aJliollnts .not re-
':._ ;",'l: r'r.·i>.,.'.;·'·':;, ··'i'·,·.:' ',c:':, '."" ,'..,,,;,

theJlce,hst!etssales~o_r,usll of thet:;()pY,rig~~d ,_work,
,.', ,:·,',:i','i',,-':':':,' 'c"." "."':. ,.'.,', .",,-.>. '-,:> ""'.;,O', "" '''''''.','. .',.'__ ','

li~.~!e.flte e",~yri~lJt1"' .~nj;.~~rs~, %J~)9!h-

25

24

14 unless such conduct,

15

16

17

19

22

23

"""iii!
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1;;;..
g

2

3

4

5

6 party.

UK 317' 18

11

~scovery or otherwise to determine the

01 the. product and

,~O~['?i~~~, 'th~_:~r:~d~~~, 8h.&11'~~,:~l"es\lm~~ ~.
produped, and the bu,den of e"abli,hing .t~at ..

C ) "-',':: :,',_ :- :,::' ";.", _,:0 <._'" _,:.._.. '.: ,..:.-" '-,- .

noi produced by the process shall be on the

notso__'p~qdu~~d. "



TARlFF.ACT OF 1930

§ 1337a. Importafion of products I'rodlH'ed under process
covered b;)' claims of unexpired patent

The importation for use, sale, or exchange of a product made, pro­
duced, processed, OT mined under or b)' means of a process covered
by the c1aims·.o~ any unexpired valid Unj~ed Su.tE!,s,::J~t~er~, patent,
shall have "the -same status: !or"thc"puJ:poses<6! sectio'n'.:·}337: of this
title as~~e,imro~a~i,oJlofany pr~du,ct,or"a~icle covered by the
claims ofany'unexpired ....alid United States letters patent.

Jul¥2, 1940,c.516.54.Stat. 724;

105



19 § 1337 'rAHlFF ACT OF 1930 Ch.4

106

p,~ tlil1,r !'1,cth,o,4. eJ:t, ('GEE) r~.1tIOcA,,d,ecla,~,," _u;n 1&"'~t ..l

(a) Unfair methods of co~.?etiti,oH::a,J)d1,lp:~ai:r flF~si? l?,e<impor.
tation of articles into the Unitetf States, or, in their sale by the own­

.er, importer, consignee, or agent of either, the effect or tendency of
which is to destroy or substantially injure an industry, efficiently
and economically operated, in the United States. or to prevent the
establishment of such an industry. or to restrain or monopolize
trade and commerce in the United States, are declared unlawful,
andwhen found by the Commission to exist shall be dealt with. in
addition to any other provisions of Jaw, as provided in this section.

In,·oelll(Jgafion "I vlol"!-tlon. b,. Comml.lIlonl thne limit.

(b) (1) The Commission shall investigate any alleged violation of
this section on eomplainttunder oath or upon its initiative. Upon
commencing any such investigation, the Commission shall publish
notice thereof in the Federal Register. The Commission shall con­
clude any such investigation, and make its determination under this
section. at the earliest practicable time, but not later than ..me year'
(18 months in more complicated cases) after the date of publication
of notice of such investigation. The Commission shall publish in
the Federal Register its reasons for designating any investigation as
a more complicated investigation. For purposes of the one-year and
18¥month per-iods prescribed by this subsection, there shall be ex­
eluded any period of time during which such investigation is sus­
pended because of proceedings in a court or agency of the United

140



States involving similar. questions. concer-ning the' subject matter of
such .iTlvestig~tIon. .

'(2) During~h.ccourseor each Invcstlzatlon under this,:s~ction,

the Commission,shall-consult wltb, and seek: advice-and information
from, the Department-of HealthaEducafion, and -'Yelfare. the De­
partment of Justice, the Federal,Trade·.Commisgio:Il,and,sUl::~other
'~epaTtmt;.ntsand.agencies as It considers appropriate.

(3) whenever; in the course of an Investlgaticnunder .this sec­
t'i~Tl.the <?ommissI~n has: reason to believe, based on inforJl1ation be­
fore It, that a~!ltter,In whole OT in-parti: may "comewithin the pur­
~iew of section]~O,3 of t~i~tit1e 'or o~Jlart II of 'subtitle :IVof this

':-~1iapter.Jt shaU prornPUy notify the Secretary of the "I'reasury 80

that such action 'maybe taken as Is-otherwise 'authorized by such
section and such AcL If the Commi~si6n hasreeson tcbelieve tbe
matter be!.or~ it is, bJlse~,sol,el)' onalJeged ads and effects which
aTC within the purviewof Section·1303. 1671. or 1673 of this title, it
.s,h3nterininate~,pr,no~: jnstit~te. a'ny, investigllti8J1. into tbe matter.
I~ th~CoTl1missI~nh,a~ l'~~,son-:to be1i~ve ,'the,~~l~;~r:,bef()~,~ it is
base~:inJlarton alleged' a~ts and, ef~ects'\Vhich llr~:~i.~:~in'tli:e pur-

;,vj.ewof:~rc~ion. ,1303,,~,6'h,', or 1673,0£ .~~is·ti\lel1lp~, In,,,,part'on alp
l~g~:~· acts and ~ffects: ;Whj~h may, independen~ly f~~rqp:r ,'jnf?njuncp,

"ti~ll ,;Wi~h:th:ose\\'ithill,:t~e..pur~iew~f such,.s,ec~iop~ 'est~1JH~ll:1\ basis
'f~r re~i~,f-u,nder tllisse,etioIl, then, it }T13y}n~ti~pte~r,c~lI{t,iritl~an In­
v~s,tiga~i()Il jnt.o' ~he .. rn:att:er~, ,'lithe .Go~ri1'ission'T1()~i~ie,s't~~e.Secre­
:,tar)".-or,~he admi,nislerit)g auth()rijy' (as, rle:fi~~(f.-~~,. s~~~~()n. J~77(l)
,()f t:his}itle,). with, ,respec; ,~o a. lTlatt,eruIlder' ~ll:is :~ar~graph. the
Cornmission.~a~ s\lspend,its.,investigatioll .. du~ing tlle :,ti:pl~.t~e mat­
.ter ig,',Qefoi-,e, tpe, Se.cre,~~r:r"or: ~dminis,tE:r,ing,~,u,~ll()rj~y, fOT final deci­
~jon.: '.' Fer p~rp()ses,.of: ~()mputhig,:the'l,~y~r:or ?&~~,~n:t1i'j)eriods
piescribE!~,b~. t~issubs,e:ctJo:n" ,the~e' shall .. ~e~*~,l~d,~d~ s,~:~~'p~riod of
suspension.. "Any final: deci~ionof .~he, Secret~~y: ,~n,d,e~',se~~~.on 1303

·;01" this title or by the .~~~ini.!)~,er~ng ~,~thprilY:~IJldex, se:~ti(rn,·.1,671 or
1673 of this title with respect to' the matter' within such section
1303, 1671, or, 1673 ·,of this 'titleofwhich .the.Commissfon has notified
the Se~Te~rY ..oT::adD1,i~~sterir1g"atlP}(~t:ity:shall be conclusive upon
the Oommission with respect.to tha.Issue ot'less~than.-fair:-va1\1esales
OT:subsidisationandtbe mattersneeessary.Icr such decision.

DefenDlpatio•• ; ieTlew'
(e) iThe' commission shall·' deten;oh:ie.,;v.·lth: respect. to eacll_·1Dv~~UgaUoD

eODductcdb).•lt'UDd.e:r.tllts,se~UaJl;" ,.,·hl;!ther. or n,ot}here,.l13 a,yiolatlon of
c,tbla s~cLtoD.Eaph ~e~E!rD1tnlltio·Dun~li!;r:'S;ll.bsecUoD,~~)or,(e).~,oftt,ls see­

,UoDshB11,be mad,e 011 the record a~ternoUce andopportuntty fOTa ueer­
Ing,In ,conformlt)· 'WUhthe provlst'o.ns .or subchapter HoC chapterS of Ti­

.tle 6~'An)egal audeQultable defenses'. may be presented in all cases.
Any,person ad'·erselY affected b)' a..Unal, dcterJ?lna~ioD or tbe .pom~lssioD
under aubsecucn (dl,,(e:},aI: Jt),of;,tl1ls:sechoD m:il.Y l:ippeal suc~ deter­
mination to the United Slates; Court o( Appeals for the Federal CIrcuit
far review In accordance wtUi'cbapter.7.of Title 6. Notwithstanding the
foregoing provisions of this, subsection. Commission determinations under
subsections and of this section with to its (lndlngs

the UnIted,
States economy, the production l1ke or
the Uulled Stales, and United States consumers. amount and nature
o( bond or the appropriate remedy shall be revtewebte In accordance
"KIth Bectlon 106 of Tltle ~.
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'Rx~hl ..lun ot'llrflcleK' fl-nln' ..nfrT

(d) l! the Commission determines, as a result ofaninvestiga.
.tjon under -this. scctlon.t thatrthere is .vlolationrof this section, it
shall, dir~ct:lhatthe arttcles conccrned.. Irnport edby. any.' person vic­

"Jating;.th'c'provision of tbistsectlon.ibcexcluded.fr-cm entry .Into the
United' Statca.tunless.iafter consider-ing the'effect of such, exclusion
upon the public health-and welfare, competitive conditions-in the
United .Statcs-economy, the, productjon of, lik,eorp.irectly compet.i­
tivear:tic;les,in the United States, and United .Statea ccnsumers, it
findsAh'at,sllcharticlesshould not-be .excluded . from "entry. The
comm'i.~siprl .shall notify .the.Secretary of the Tre~suryof its. action

;,under,'tl:tis s\lbse~Uon 'directing such exclusion 'fromentry.:a~d upon
receipt of:'~uch·n,o'tice'-the 'Secretary shan, througl1 the, proper offi­
cers" refuse. such .entry.

'ExCiJu.IClR o;l1rth:h~. ,:tr~i::n ~rif~Yd~TfnK Iw,'e:atlJ;'niion
e::::cC'e::pt ''-!nde=,bun(!

(el. If" ~u)"ingthecourse ofan.i,~ves,tig~,tion, under t~is ,section,
th:e ,qo,lJ)Jl1is~ip,n, d~terrnin.esthatthefe is,'!eas'onto belie,;ve tha't there
is .avi91ati.9n ,~f. ,this,se'ction.it may d'irectthatth,e :~rti.cJ~s con­
.c~,~n~d.'I~ported: .bf'a~y, pers~,~with .re.spe~~ to ,v.~h,oJTl:th~re ..is rea­
~oilt~,))eHeve"t~,atsuch person 'is vjolapn~; this s~c:t;io~;~ee~cluded

""fr~Jl1:;e~,tr)',:i~~9,J~~ U'nit,ed S~t,es,u,njess, af~ercot1s.ideriflg, __the er­
",.f~c;t, ofs,uch:e~f]usi:()'nupon the public. ~,~alt~ and v.~elfare.,competi.
th'e',co~,diti~:nfi,in the United States' ecoJ'JfJrnr., the production of like
or:cJhoep!ly, .. comp~ti~iveal"tic1es . in ,th,~,tJnited' State:s,'and'Unitcd
'~:~~e(8onsurners!'jtfinds that such ·artic1.es·,shou:ld.not be excluded
l.~~,rn ~:nt~):.~heC~rpmi~sion.shalln()ti~~,the:~e,cret~~l"of the 'rree­
surY:,?f Ita action.,un~e.r, tl-tis.sUbsecti:on.·di~eding ·such·.... exdusion
:'fr()m:",e~'tt)'.,a~dupon' receipt .of,.suC~ 'notke,' the ,~;e~ret~ry shall,
-,thro~~~thep,r()p~r.,~ff-ic;ers.'refus~,su.ch'eJ)trr.'·exceJl~ 'that such ar­
';tides '~h,an .p,e, 'enti:tl~d 'to, en~r~'un'd;er,bonddete~mil1edby,the Com-
:mission andpresCrioed by'the Secretary. '

c" ... e:..:itl:i delold orde~, 'chUpenlllt,. lt1T'·'1t11~t1onotord,e:r.

(f):(~'l" In Jie~,'oftaking,action under,su~section -(d) or (e) of
th:issection, the'C~mmission,may,issuean,d'cause to be served on
any-person' violating 'this, section, or believed-to-be-violating this
section. as the case-may be,aJ1Qrder directing such person to cease
and.desist: from::~ngagingintheunfajr.methods .or .acts., fnvclved,

':urilcss', ~f~¢r"C,otls~d,eriIli: '~,~~' ,eff~.~t\of:·su~~ ord~r'~pon ;th,e.,pub1ic
:~e~lth~: and. weUar,e, ,~oJ1lP~tiHve "conditipn~illVthe" 'United .- ','States
economy. ~he: producticn nf ',U~e o'~;dire,ctIJ:,competitiy,e~rpcles in
~he:Uniied States" and Unfted.States consumers.jit finds;that such
()rder's~-oul d ,n~the Issued;rhe,Commi~sion: rna)' at-any '.time,upon
s'ucn :notice. and in "such manner 'as it deemsprope,r,modifY or re-
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~'o~,~, an)': such ~l:der,and, in th~.case 01.8 revocation,.rrl~Y}3ke ac­
U'on under subsectlcn (d) or (e), of this se~tio:n;as"thccas~maybe.

(2) Any person who violates'an order Issuedby the Commission
under paragraph (l),sftc:!"it.bas.become final shall forfeit and pay
_to the United: States acivilpenalty rOT each day on .whlchan impor­
tation,of articles, pr their sale.. occnrs.!n violation of .tbe. order of
not ino~e Ulan thegreater nf $10,00,0 or the dornestlc value of the ar­
ttcleaenteredor sold. on such day:,inyiolation.of the order. Such
pC,nalty shall accrue .to the United States end may be recovered for
the United States in a civil action brought b)' the Commis,si()n in the
Federal Dtstrtct Court for the District of Columbia or for the dis­
trict. in. which" the violation' occurs. Intsuch actions, the United
~,1f-~ distri~~:cCltirts ma)·js~~em~ndatory;injunction'~in;cClrporating
the',reliefspught by the ,pornirlissiotl Bs,1hey .~~em~pproprja;~ in the
enforcement of such fina,l orders of the'CommissioJ). ' ..

llder,..r ioFJ"eM;uiCJit

(-~) (1) '.'. ~ft~e,C()'J!lJnJssion .,deterininestl1a.t~h'e~eis,.'~:vICljaiion of
this sectton; or that; yor purposesQf .subsection m(e) ,o(this:,section,
thereis,reas'on .tc believe 'that 'there is -sueh. avfclatton, ':jt':shall-

(A) publish such determination in. the Federal Register, and

(B) transmit to the President a copy of such determination
and the action taken under subsection (d), (e), or (f) of this
section, with' 'respect' 'thereto, 'together with the reco;d upon
which:'such: determination' is based.:

(2lff,)efore'~he~1~~l!,.;o('th,~·.,"60,da)';'-~~rio(f b,~g'in'~i~g,:..on the
day after the d~y on which h~"To~f~IY~~,:~,.C~P.y ~L~~~h,~~!~Tmina­
Uon,~~~. Pr~~i.dent,fClr po.licy. re~sons'; 'dis~pproYe,s s~,ch.~etermina.
ti~l]' B:rd" notifies 'the Co~m~s.~io'~~f,:-h.is ·d,is~pprova)".·. th,en; .. ~ffective
on:,the'~.a'te,'.of: suc1:l·n~t,ice,.such. determin,~}ion an,d. -~h:eac,~jpn taken
'un,~er:subs,~cti;on,<d),,(e),oJ"(f),of this:s~ctiCtn,wi~h respect.thereto
"shall havenomfOt~~t:),r~ffe~~.,' . ':

(3) Subject to 'the pr~visions of paragraph (2), such d'~termina.
tion shall, except for purposes of subsection (c) of this section, be
effective upon publication thereof in the Federal Register, and the
action laken under subsection (d), (e), or (f) of this section with
respect thereto shall be effective as provided in such SUbsections,
except that. articles directed to be excluded' from entry under sub­
section (d) of "this section or subject to' a cease and desist order
under subsection (f) of this ..section .sball be entitled to entry under
bond determined by the Commission and prescribed by the Secretary
until such determination becomes final.

(4) If the President does not. disapprove such determination
within such GO-da)' period, or if he notifies the Commission before
the close of such period that he approves such determination, then,

...., ..~f;or~.~)~:;i~~~;~~O~~fj,p;~BragraPh(3) and subsection (c) of this section
'c·. ·CCCC··,.···.·,·, .................':'" shall become on the day after the close of
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,su"ch :p~ri,od','Or th~,d~r. pn.'\\~hlch the Prcsidept noUFcs th~"Cpmmis­
slcn of his approval, as the case may be.

· )'erlod()f Il'fr~·dh·c:ne,;.

(h)' E:xceptas provlded Tn 'subsections,(f) 'tmd,' (g) of this sec­
tion',any exclusion from 'entr)"o~ordcrunder,thissecti~~,'·shal1 eon­
jfnue In-effect. ~ntB the Commission finds..'and In-the case, of exclu­
sionfrom entry notifies the-Secretary' or'ihe 'I'reasuryrthat-the con­
ditions which' led' 'to':'such exclusicnfr-om entry crcrder 11'0: longer
edst, .

~mp,Ol'btiOllb:r,ol' to~ ~J.D.HdState•

. ,' ~n.,A~Y"exClusloD lrom,:ent,ry or "order',under ,subsectlol'lJd~,i':(e).or
(0; o~"ihl~"J,leCUOD, IIl;'cases bl)-s~d, ()p:cla,ims of, U~ltect" Sll1t~sle,i~~rB nat­
ent~'sball n'ot'appIY.'to any arUc1es'lmported, by and for'the Qse' ot the
United States, or'lmporled for. a'ridlo"'oe used lor. theUritted'States with
tbe euthortaatlcn or consent cr the Government, whenever any article
'Would have been excluded, from ,entry or would not have been entered
purs\1ant "to t,he pI:O'"lsl()DS ,~1. ~uc~ sUbs~~~!ons., but .. for the operation of
this ·sub~ecUon.apatent owneradverseIjt'arfecte'd"shaU beenUtJed to rea-

, csonab1'e .aed-enttre compcnsaUon,!n an: actlon -bercre: the United· Sta.tes
:;,';ClahI~s. c.ourt pursuaJ;lt-to lhe,procedur,es ot'sl;!cUon,149S,of'oTltIe,28.

Ddl"ltlon.of'UJ'lUed' St••e.

(D For .purposes of this sectlonend.eecttons lS8g':and 1340 of
t~i,~ .t.itJe,f;~h~ ~er~;·l!n,ji,ed.";?,ta¥fs~:"means th~"fusto~sterritoryof
'~~h:~'UI1ite'dSY1~~s ~s,~e~j~~d ,~~' g~n~ralhead.n()t~,2,of the" Tariff
S~hedules of the'United States. . . ", ' ,
June 17, 1930, c. 497, Title III, § 337, 46 Stat. 703; Proe. No. 2695,
July 4, 1946, 11 F.R: 7517, .60 Stat. 1352; Aug. 20,,1958, 'Pub.L. 8f>­

.686, § 9(e)(1), 72 Stat. 679; Jan. 3, 1975, PUb.L. 93-618, Title lIl, §
341(a), 88 Stat. 2053; July 26,. 1979, Pub.L. 96-39, Title I, §
106(b)(I), TitI~ XI, § 1105, 93 Staf. 193,;3~0. .
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Title of Presentation Legal Protection of Comp"t",LSoftware
in Japan

Japanese Group, Colllri\ittee No. 1
Subcommittee No.1

The·· status _of:>I'_eg-al::-prot~C:tion ::0,:£' ccmput.ex.rso f twa're
in Japan has made. a rema';"kable chan9': "sine',' ),.9~2.
There have been-four" -couzt, -judgments . or- decisions
affirming the protection of a program for a computer
game under tre. Copyrigh.t }'ct Then' ha.:,".:a.lso.peep
two judgments affirming the protection of computer
sof:t\i,a.:z::e:-upder -th.e:Act·::for.: the: ',::P reven'tio'n 0 f:,'Un fa:ir
C°InP~t~ti9n.

Mineo-·Takeriaka,:Mi"'ti'subishi Elect.ric Corpoiat±6'n
Masarik() Kato,. Toyota C.entral!{eseaI:"cl1 anq. Dev",lopment

Laboratories, Inc. .
Choj iNishizaki,FujilleavyIl'ldus·tries Ltd.
Shuichi Fukuda, NEC Corporation
Shigeyasu Horigome, Iwatsu Electric Co., Ltd.
Kazuhira Watanabe, Chiyoda Chemical Engineering &

Con-st,:r;uct,ipl1. ,.Co. o::',,·Ltd-.
Hi t.oshiW"tanabe, Mi t.sui En9in~':ring&.ShipbuildingCo ..,I,t.d.
Speaker: Naoki \Kyomotd" NEe -Co-rporation

Abstract:

The Japanese Patent Office, which:'published
"Standards for the Examination of an Invention
Relating to a Computer Program (Part 1) in December
1975 IP,u?~i!?,~~c:i, .. ",~_~i9:~~i,ne,~~(),F,,~~~ _..~>c~rnJna ~;,oI}o,f
an Invention Relating to Microcomputer Applied . ..
Technology" in December· 1982 ,and decLaredvi. ts
wi Ll.Lriqrie s s ;to accepttj'", .pa.t.:ptabi litO' pf.;f().r
example '; the corrtro'L fo'r a 'rr.l.crowave overi , p'roces's
corrt r o L. a·pparatusor;like·applied apparatus -prov i ded
with setting and detecting means.

The Agencv for Cultural Affairs is studying the
reinforced protection of cornput~r software under
the Copyright Act, and the Ministry of International
Trade and Industry contemplates the protection of
computer software by a new act which will introduce
a system for its registration.

in detail, and

to
of computer
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P. 2

1. "Introduction

The growth of the computer industry has ,brpught.about a rapidly

increased attention of the people concerned with the legal

protection of COlllpl1tez: spftwaJ:"e.ParticI11"r1y since. 1982,
the deve1opmeritof the legal protection forcbmputer softwar.=

has been remarkable in the j~diciaz:y,and.l1xecuti"e,.j:>ranch
compared with the past.*

A lot of papers have been published Orithis subject in Japan

siIlce 1981, ana have b.eenincr.~~si:Ilg ye"r!>yyear.(l) - (73)

A table is annexed hereto to show those papers as classified by

.the magazine in which each paper was published, and the month

and yearofptiblic~tio~•. ,The,n~er~appearingin the table
correspond to 1;hose 'used in· th~bibJiograPIlY.

This paper report the~rendbf, tllereleyahl: OOUJt dec is i.ons

and the relevant: activities' ~:bf>.'the :gbvernmen'tal organizations,

and outline the authors' position concerning the legal pro­

tection of computer software."

* Naoki Kyornoto: Legal protection of Computer

Software in Japan, presented. at the 1974 PIPA

Kyoto Congress and at the 1981 PIPA New York

'Ccriqr'es s ,

'.
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2. Recent.·.Trendof .Cour.t Decisions

2.1 Court DecisIons under the Copyright Act

Several court decisions have been rendered in connection with

the protection of computer .software since 1982.. Those rendered

under the Copyright Act have, amOng others, peenilllportant.

[11 Case of Namco v. Ja.cksOn etal. (TokyO iJistrict Court

Decision of May 24, 198.2

Outline of the Case (Facts)

Namco Co., Ltd. (creditor) completed a video game machine

"DIGDAG" (creditor's product) .toward the end of February 1982,

and.beg~n t() sell or use it in the beginning .of M.arch 1.982.

Jackson Co., Ltd. and Sortinectronic Industri~lCo., Ltd.
,,' ""'-, " .... " . '... ", - ", '-,' '" ",

(debtors) began to manufacture and sell a video gam~ m~chine

"ZIGZAG" (debtors' product) similar to the creditor's pr.odu"t

"DIGDAG" in the mid.dleof March 1982. Although the d~l:>to"s'

product; had adiHeFent name. and wa~partlY>IlI0ilif~~d, both of

the mach i.nes were designed for an identical gam~.

The creditOr is preparing a suit claiming damages in the amount

of ¥12 ,720, 000, (1) oh'theground that t.hedebt.6rshave in:"

finged the right of reproduction of theRO!>! in "DIGDAG" which

is a cOpyrighted movi.e work, and mcrecver . (2)· on the ground

that the debtors have infringed the right of reproduct:i.onof

the ROM in "DIGDAG" 'which is a rel?rOduction6f the source

progralll which is ai::opyr.ighted work. The creditor applied. for

the provisional seiZure of :the·debtors' movabl.e property for

the perpetuation of its right. to the damages.

SUIlIIlIary of the Dec:i.sion

visional seizure of the debtors' llIovable

Coriunerits

This was the first case in Japan to approve the protection of

ccmpueer software.. under the Copyright Act. As it was a case

of the pTovisional seizure of 1lI0vable property, how~ver, th~
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P. 4

court did not express the reaS9nforthE!,qE:!ci~ic:>n.ThE!refore,

it is not clear in whic::h9pject,th"courj;considerepac0J.>Y­

right to exist.

[2] Case of T<i[t.O v.I.N.G. Ent.erp~is"ket al.

(i<:>kyooi"trict Couit.Oecisid'; ofD~c"mber 6, 1982)

O,utline of the Case (Fac.ts)

Taito cc , , Ltd. (plaintiff) begiinto sell or rent a TV type

game machine "Space Invader Part II" (plaintiff's product) in

the middle of August 1979. I.N.G. Enterprises Ltd. (defendant)

began to Illo'dify ·'a'cu~t.<:>,ni';r's'T'JtYI'"g~m~~aChineinaccordal1c:e

with his request. 'The'customer's'~achine ~as' origin~lly so
. designed astOdi;sr1aya ~ame whichw~,{ different from th"gam"

displayed by the plaintiff' s produ~t .ihE3 dE3femdantmodified

it by'i"ni<:>Vingthe base board ofadorriput.er system i,l the

cust:ohii~:f:"s": ~adi:frie-:'; ind:O'r'porat'{ng::'th:e 6bjk~t' program 'ie'ad :6ut

fromt.h~RdM iI1th~pJ.aintiff·sproduct il1t01:l1e ROM i'; t~~"i,~se
':"': :--!:~"---; _-,::~:-',' "'.",,,'" ,;,',:::- :,::-',,:i:,,' cc-.': .; <:,,'::.,;: ,', ;';', ';',J

or any ·other ROM added thereto as required', and replacing the

base in the custome';' srriachi';" so thatthe'g';rrieofth" plk:i.n,:,

tifjO'.s.,prpd.uct migl)tp" ""pr9duced 9nthedi~playofthe

cus t.omer' S,ItJCiphine:. Tqi~; act; .cqntinued f.rom the beg-~nnin.9.o,f

Septemp"rto" th,eend oJ pctober, 1979. ThE! plaintiff. i"stit~ted

a sui ~>~pr;;:~a~a.ges: deman:di.D<; the payme.n;t of. ·tWQ million -Y~JJ and

the. Lnt.e.rests .fo r.vari .. inf!~ngern,e:,!1t",~ "the cPPY.r:t'9htof~:ts .s o f t>

ware program. The de~endal't zesponded that;.;the, program in

quest.ion was not a. ,copyrighted wCJrk,. si"c.e j;he symbolic

Lanquaqe ,u~ed in theprogr.am>was,not ,a .lang\iage,undeJ;stanqable

by man, and could not. itself be considered..to express any idea
'"' C," ',,;C, '" ""C" "'" .. ,",,, ' .. ,..",', " ' ..

objectively, while a copyrighted work must be a creative

expression of a certain idea or~,e,e,J:~119;.

(1) Is a software program expressed by the symbolic language

(assembly language) a copyrighted work which is.prptected under

the Copyright Act, or not?

(2) Is the <Object program in the ROM a reprCld.uction of the
. .

softw~re program; or' not?
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Surnrnary, of ,the 'Decision

The courtaHirmecl.botll Clf thecontro\Tersial points; granted

the demal1dofth~piail1ti.f~, and ~~d~tedthe defendant~ t()pay

l!540,OOO and the interestS-to the plaintiff.

'Reasons

(1) The software p~qgram is a ,combination of various

Inst~",,,ti.<:lns .al1d p th",,, infq;-mat~OI1"xpreS~e? Ry.the sYmbg1~c

language (aSlsemb1y language) cglTl!l\unicab1e.toanythird.pa~'tY,

and ~ntenc;1edtoreprodllC:'" tl)eAeta.i1sof the 9ame onth",c;1~~l?,la.Y

of,th"'Pt"inti:f£'sprod.uct. Therefore, the program requir",s,
LoqIcaL ..coIls~d~ration of apersonprepari~~it.,. It isa '.' .

creativ:e·expression qf his grigina.1 s"ielltificidea, and ,a

copyrigh'ted., work ~hicl1 .Ls protected llnder 'tl)e Copyrighi; Act.

(2) Tile object prog'ram il1 the p1aintiff"sprodllct is a re­

ptdduction()fthe softwareprogi",n!;and the act Clfpiadiri~it

in another ROM is the reproduction of the software program

which-is a copyrighted work.

Conunents

Everybody will agree thafthe software program in the plaintiff's

product, ,Which is, '" source p"Clgr",m, is itselfa copy,.~ghted

work which is protected under the Copyright Act (Cofltroversia1

Point 1) ,thCltigh there is nc; e"Plicit~toV'i~ion\n t~e ,Japanese
Copyright Act.* Further studies are, how~ver, requited as to

the C()U"t's iulingtllat1:heObNdt program in tile plaintiff's

product isa r~prClductiOrioithes6ft";areprCl~"<lm'(cohtroversia1
Point 2).

*
Copyright Act:

The copyri~hted ";otksliall meana creabv~ expres~ion

of an idea or feeling which belongs 'tothei:i.e1d'·of

li terCl:'t:.u;r~,: acd.ences., art: ..or: m),ls,ic·.

liS

•.
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The Japanese Copyright Act provides that the reproduction of a

copyrtghted w9rk ~hall mean the act 9fcrepr9duci~g it tangibly,

by printing, phot.oqraphy ,copying, sound, orpic:ture ,. rec"rdi~g,*, .
or any other method. The reproduction by printing, ,. phot.o-;

graphy or copying is called "visible reproduction", while the

reproduction by sound or picture recording is "repr9ducible
**reproduction". We consider that reproducible reproduction is

originally expected to be "ep"odllced in sound or picture.

When a 'sound or pi.cture i.srecorded on a tape or others record­

ingmedium, itmaybeheardc>" seen whell the recc:>~ding meditirrl

i.splayedbaC:k. In other words, we consider that the "repro­

duction ofa c::opybghted work"must be sonie act ofproduhnga

reproduction vihich is perceivable by 'man; or which Can be COI1­

vertedtoa form which :is perc>eivable by man. We'col1side';' that

thisposition iS dequ"llyappl:ic>"bleto reproduction by any other

method ~eca\lse theJ"panese sopy"igh~ Act does not originally.

ant~,qipa,te o t.he r ~;~ua,t;ion"exs,~pt,What i t,proviqes exp~ici,tly..

* Paragraph 15 of Section 1 of Article 2 of the

Copyright Act:

The reproduction of a copyright;ed work shall mean

the .act of reproducing it tangibly by printing,

photography, c9PY,i~g,sound o':"cpicture;recording,

or any other method, and include the following acts

for the following works:

a. A scenario or like work for the drama: The .sound

b.

~r,,'pi~t~,:r~ recorqing of perfo rmarroe

casting of the work, and

A copyrighted work of construction:

of a building in accordance with the

or broad-

The completion

drawings

116

Article 21 of the Act:

The author shall have the exclusive right to repr"duce

his COpyrighted work.

** Moriyuki Kato: commentiary on theCopy'right: A.ct

(3rd revision, 1979), p. 33.
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We are of the opinion that, though 'a -source ,program (Le., a

program ,written ina high-level or somewhat lower level

language comprehensible toman, such as FORTRAN, BASIC, COBOL

or assembly language} may be a ,copyrighted work, an object

program fixed in a ROM which is obtained by the conversion of

the source program (Le." a program composed of'a machine
language for ,direct use with a machine} is not a reproduction'
of ,the source program, since it 'is llIerelyusedfor the operation.

of acomputer,andnotintendedfornreproducing,the l;ource
program. Our opinion basically coincides ,with the opinion of

Mr. Richard H. Stern that an object program is not any re­
production of 'a source program under the U;S.Copyright Act
revisedirt 1980)41) (43)

Insofar as the object program is not a reproduction of the

source program, we consider that the act of placing an object

program fixed in .orie ROM into another ROM is not the, repro­
duction of a copyrighted work,

Some people say that the court was right in holding that "the

object program ill theROI1 of the machine in Cjuestion'is a re~

prodllction cifthe source program, since it is cdmposed cif a
. ':..' ,,' "

madhine lallgu<l.ge'obtairied by a change from the's0nlJo1ic

languageClfthe sOlltc"prClgramwl1ich is merely mechanical
re'placemen"t", "ifnd d()e~-'riot involve 'any 'crea·tive fea't:tl:Fet"'~

because "th" reproduction of .. copyr:i.ghted work is<riot alwa.ys

limited tCltheprodllcHon of an identicalreproduction,bu1:<
some minor modification, addition or reduction can be considered

as .a reproduction. if it Aoes not involve any neW' creative
feature, but maintains; the identity of thecrigina.1 work." (67)

ment.Loned vabove •

"Masao,ll<;>.nda: Outline of the Copyright Act,

Revised Edition, p. ,121.

111'
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In view of the fact that the present case is concerned with a

game machine .having a display on which an image is reproduced,

we con.sider that protec:tion should have been given to (1) the

program fixed in the ROM as a copyrighted movie work, or (2)

the original picture of an invader as a copyrighted work of

pictorial art; The present case is less interesting to us,

since'itisa special case.inwhich the defendant hardly

presented their argument to ensure the affirmative defense that

the object.program fixed ina ROMis not a reproduction, and

there was, no active argument between the parties concerned.

Thus ,we are afraid that it may'. be highly questionable whether

the court decision in the pxeserrt, case or the·'-~easons therefor~­

will be equally applicable to other cases, particularly cases

concerning the protection of an industrial computer program.

[3J Case of Namco v. Arrow Electric (Tokyo Distric:t

Court Decision of February 8 , 1983)

Outline of the Case (Facts)

Namco Co., ,Ltd. (qredj,tor) compLe t ed a vi.deo .qarne machine "Pole

Position" (creditor's product) in June 1982, and began to sell

or use it toward the end of June 1982. Arrow Electric Co., Ltd.

(debtor) was engaged in the manufacture and sale of. a, similar

video garne.l11ClS~~"ne,,:~~;'I'OP Raoe r " (4et>;~or I l:L,proc}uct) ._~S of .F~t>_rua:r:y.

5, 1983. Althoughthe debror's product had a different name and

was partly modified,'both of ,the machines were designed for an

identical game.

The creditor is prepa.ring a suit claiming damages for'abieach

of the Copyright Act and the ACt for theP';"vel'ltion of'Unfair

Competition, and filed a petition for the provisional seizure

right to the damages. In the petition, the creditor (1 refer­

red to the case of Taito v. I.N.G. Enterprises et al. (Tokyo

District Court DeCision o:CDec::eillbiir 6, 1982) as hereinbefOre

described at [2),and.inslstedthat 1::!leoBject programil'l' the

ROM of the creditor's" product was 'a reproduction of a copyrighted

source program, and (2) also insisted that the ROM in the

creditor's product (i.e., the object program fixed therein) was
na
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a "copyrighted movie work".

Summary of the Decision

The court accepted the petition, and ruled the provis;onal

seizure of the debtor's movable property in an amount corre­

spondingto thec1aimed credit of thirty million yen.

Comments

Althoug1).the court did not.",xpress the reason for the decision

in the present case of provisional seizure, "Ie assume that ..it

took the same position as in the cases hereinbefore summarized

at (1) and [2).

[4 Case of Taito v. Makoto .Electronic Industrial.

(Yokohama District Court Decision of March 30, 1983);

Outline of the Case (Facts)

Tai to cc , , Ltd. (plaintiff) began to sell or rent'a'Tv;·type game

macni.ne '!SpaceIn'llade,," (plaintiff's product,); in JUly; 1978 ..

Makoto Elect,,,onic,Indust"i?\lCo . ,r,tg. (gef",nd?\nt)m?\nufact\lr",d

and sold ,,::~·::~;'rnilaI:'"TV tYP~i"ga,me_,machine 1I,$:\lper,::r:nv?ld§rl:~

(defendant 'sproduct) ;fo" ?\ period from the end qfMa"c1)..t,othe

middle of DeceIllber, 1979, Th", obj",ctpr09"amiin the. ROM of the

computer;systeIll in t1).egE!f",ndant'sproguct;wassimilarto thE!

object;·PI'ogram in;t1).epl;aintifj"s prqduct ,and. an identical

game.;"IasdisplaYE!d onb"t1). qf ;themachin",s. T1).",. plaintiff

ins10itut.e<La suitfo"daIllagesd",m?\nding the paymerrtvof fifty

million.;yenand the int",,,;,,sts;b?\sedsel,,,ctively on (l);t1).e Act

for the Prevention of Unfair Competition, (2) t1).e .copyr;ight.of

the original picture of the invader and (3) the copyright of

the ;software program. Th~dElfendantarguedt:hat:ithad

suppliers, had le;ft;it" manufacture· to a subcoiltractor and had

not placed the program inthi'ROM itself ,and "efutedthenuitlber

of the product" sold and the amount Of damages which had ;been

claimed by the plaintiff.

119
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Controversial Points

(1) Is a software program expressed bya ~ymJ;>olic lan~uage

(assembly language) a "copyrighted work" which is protected

under the 'Copyright Act?

(2) Is the obj~ctprogram in the plaintiff's product are.,.

production of the software program?

(3) Is the act of storing the object program in thel~OM of

the defendant's product an act of reproducing the software

program?

Summary of the Decision

The court affirmed ,,11 ~;th~ ~oin1:~' ~t issue, accepted the

p La LrrtLf f t s claim and ordered the defendant to pay 1121,255,163

and the ,,' interest" tbth~ pl~i.nti.ff.

.Re a soris

(1) The software program in the plaint:iff'sproductisexptessed

bya 'Symbolic language called an, assembly "la.rlguage ,arid

characterized byt:heimageSandthel11ode'of their changes

The software'prograrn'in the plaintiff 's product is interided to

reptodllcethe details 6f a game on a display , and foi'thi.s

purpose ,'isexpreSsed by the assembly language . 'The idea

expressed 1:herein>o:f·the person whohaswotked out the ·.piO'gram

belongs to the field ofa 'science arid creates originality over

any conventicmalTV game. Therefore; the program in the"pl'airi"

tiff's product is a copyrighted work which is protectedundet

the Copyright Act.

(2) The obje,ctprogram in .j:heplai"tiff's pr'oduct; is aprogr.am

usec1in .the.softw"reprogramha", been converted by a, compute!'

fQI::",c;1e,velpf'me,nta,n,d: a, conver.sLon :P~:O(;p::~,;-Wh,ich is underst.andr­

able ,by,,, computer, and .wh i ch is fix,edin the ROM qfthe.plain­

tiff's product in the form of electric signals.

This conversion is achieved mechanically, and does not create

any new copyrighted work. ThUS, the object program in the

plaintiff's product is a reproduction of the software program.

120
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(3)' The: act of ~toring,a lnodificatiol" of the ~o.ftware.program

in the ROM. of the de.fendant' s,productis an act, of reproductiol1,.,

as it produces a.tal1g ible reproduction of cthesoftware progrii,\,'

No jUdgment.,is.requi.red as. to·theothe>; claims,.miide~electively,"

by the pl;iintiff.

·Conunent s, .i ..c
" .. ,

The' coltlritentswhi21l wE! ha'lle' hereinbefore made On the case of' ,

Tai to'-,j. :i:N; G.Enterprises' et aLappl:" tofhe 'present' case';

too. It is worthy of notice that the CO\1"e dia noftfiake a;'1'-'

judgment as to the claims made under the Act for the Prevention

of Unfair Competition or based on.the.copyrightof the original

picture of the invader"but· accepted the claim based,-on -.the'·

copyright of the ~oftware.. proqram•.

It is worthy .o ftno t i ce thatthere.h.ave J;!!C!!ptly.been rendered

a number of court decisions': affirI!lipg: j:l}e. protectabili tY:Of

computie r software,uPd.er the Copyright Act, as hereinabove set

f o r t.h •.

2.2 COuJ;t·J:1ec;i.sions under th!! ..}\.ct forth!! Prevention, of'

Unfair. Compe·ti tio!'1'ap9, R!!lated.Acts.;

Two court:'decisiorisl\a.ve"recentiybeen rendered under t:heAct

for the Prevefitiori' oftlrifaiftompetiHori:

[1] Case of Taito v , Uko Enterprfse'et ,,1. {Tokyo

Distri2tcourtllecisio;'bf'Septetfibei27, 1982 i i and

et-a1: ". (Osak<o: 'Oistrict

In either of the cases product was identical.. ,~ ',' ,-.-, '," " . - . -

to the plaintiff's product in external configuration, the images

reproduced on a video display device and the mode of their

changes and the method of playing, and created confusion among

the users and the players. The COUJ;t held that the defendants

had impaired the business profits of the plaintiff, and ordered

the defendants to pay damages to the plaintiff in accordance

121
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" ;C--' ~__,_----__,_----'---_

*, '(Injunction of' an act of' unfad r.. competition)

Article 1 (1) In case an act::coroing,uilder any of the

following items is committed, a party whose business

interests 'are:likelyto"be' impaired by SUch' an act

may demand the stoppage ", thereof:

(i) 'ail ace to use an, indication. identical or 'similar;

to any mark well known in Japan, indicating the goods

of any other party including the corporate or indi­

vidual tlar'f1¢.J JJ:~_a9~ :'n,cqTI~, 'l;:j;.Ct,~:1¢,Ji),a.t){_I'¢qI11:.:.::l_in?:r or

packing of the goog_l?_,~-:;:gr ··:t()_j:;:~1.+:.,c.d~stripl.l,t¢,:'<9r

e,\portthe go,0<i s s,.r:r::Y;;'llg s"i<ijndicati911' the:r::eby

causing confusion 'h'~t:h, ~'Ysp:,:}?,t1?-~F-:~~r~¥15 9gS9s
[The remainder of the Article omitted]

(Li"p~l,ity f9r;c1"'1'"g,,~

Article lbis ,9!,e,,,,ho,ha~(cerpn]i,!':tec1,aTlY.efthe

acts corning under any item of Section 1 of the

!?:r::ec"dillg Arti,cle J;no~~llgl¥;ornE!gligellU"shall

be liable for to tho~~ whose

wi th'the,provisions of' Paragraph' (i)'o'f Section 1 of Article 1,

anoi:'Arti'ble,'l'bis of'. the Act for the' Prevention of Unfair'
*Conipeti'tioni 'In the decision for. the' case of Taito'v.Uko

Enterprise et al., the court says that, though the images,

mainly' of the invaders', reproduced on the video>display device

of the plaintiff's product and the mode of their changes)taking

place with the progress of the game were not themselves intended

to express the source of origin of the product,theYican be

considered ,te haye,peSe'1'" ",e,l,L;~llo!'!ll" all<i acglliredth" ,,~"Sellc1ar~,

func:t~Pl1',of. ,e:Kp;r,es9,~I)g",t.he ,sp}1rce .o f. o!-~,gin,o f ,. .'~he pl~inti~f,\S

pxoduct. il) S9urs", of, tr,.d".
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The f;ct,for th",preve~t~on o f unfai'lcompe~~tion ~s~ot

expected tOP~ovi~e any dire~t pfote~tionof computer sc:>ftware,

since protection under tl1is]\ct.depen<3s onthejuqgm",ntas to

the confusion", oLthe. 'goods. ):n tile ",)Tent two different video'

game machines employ an identical program, however, til", con~

fusion of the goods is likely to occur, and in any such event,

the "'. Act Is e'lipected to' st,PPlement the' protection of computer

software und<br" the CopyHghtAct.

There has not been a~¥ __ !~~~v.ant cour:t;:. dec~sion rendered under

related acts, such as tile Act C()ncerning Illegal Act.s ,

3. Activities of Governmental Organizations

With the active tr~rid'6rcouftdecisibnsash~~e:inbefor~'d~~-
c r i.bed; sev~rai "governme'I1tat org'anlz'ations':hav'e been" eng'aglrrg
in active consider"tionfor the"leg"l protection of computer

softwa"''; .. The 'Pat<b"t offioe iSstudSdng the possibility Of

protection under thePatentAct,w!lilethe'Agency for Cultural

Affairs is studyingthepossibility of protec1:.ion under the

copydgh't Act. TheMini~i:ry of :Intern"tiOll"l Trade and Industry

is studYfngthepossib:Lli1:.y ofint.rOduCihg anew act to protect

computer software. The'followfngisa" report on these

activities

3.1 Movements in the Patent'OHice"

In addition to '-'~StfiIJ.qg.r¢ls._fop th~"Ex,amin~tion of:,an :r~x~p.t:i.on

Relating to a Computer Program (Part 1)" (published in

December 1975), the Patent Office has published "Guidelines

for the Ex<llt\fn"tion" of'"" Invention Relating to MfcrolComputer'

Applied Technology" '(Deceffiber 1982} r and afffrmsthe

(H"']\';Pl'Qgramework!'<3 put in accozdance ·with johe law:ot'nature,'

(e.g., a process con t r o Lr.metihod) l'.and

(2) A control for an applied device havings!'!t;t:i.ng <lnd,,;1!,!tect..,

Lnq ~~,?IfS i,}~.:S.c,~ -: (r ...,~., ep ,~tjftric _~J:c;:~ <290~~:I7,. miqE~wave 9ye11

process control device).
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The Office, howev~;::, denies the p~tent:ab11it:y6f tl1~followirig:

(1) 'Anyprogram' riot relyirig',on·thelaw of nat:ure·c{e;g.,a

meth6d'for the 'calculation of salaries, 6rthe"custodyof

stocks); and

(2) AllY. iiPP,!ra:tus.noj;. havin9,any. apP:Liepdeyis", t9!;)", sonj;rql~

led (e. g., a computer equipped with a salarysa~sulati"n

program) .

The 8~icl.elLnes alsoexplaih by way6!' ex;,ri,pl~the';nariri~r.iri
which a spei::iii-6aEib~fbr-'can i~~:~'ir£ion rel~t~Uig t'o::mici6~

computer applied technology may be written.

3.2 Movements in the Agency for Cultural Affairs

(1) Persbnal tights of'the'Aut:hiJr; particularly the

Right to Maintain.his Identity·

Comp1,lt",.):"§"fW"r", Ls ~IjlP:r:9v"d so often trat its ip"'lltityi$

difficult to maintain. It. is P9s$~bl",tha.t the rights of j;he .'
Lmp.r ov••rnerrts , :In thisits

The p):"o:t"'C;.tion of c;oIjl,Puter $pftw"re unR"r.•tre,~9pn~grj; Act was

discus$e(l.$.ornej;e!?y~"Fs,.ago.a.t theSecond..Conunittee of the

Copyrigrt~9unci~oJtrei}genc;y .for CuItural.Affairs ,.whicl!

had ::R7,f7!J .9~ga.?+z~4,-,.t:p:-, d,;s9u S S :t:1"1e ispue;~ C;:PI1C~lp;liI1g:_q()rnp~1;:E7rs,.

The CO'l'Ijlitj;ee.. rep9:r:t",d ,in. June 1973 tl!at a C;9ml'tlj;"rp:r:og:r:alT)

W"uldB,,: inl)a"lT)o!?y withtlle.1?pirit of tre .copyri.qht, prLmar i Ly

intend"d .to Ln f Luence tl!e .sp~ritual.actj.yi ty, ofrnall by appeaI>
ing to hisintellec;t, e~~tionandvolition.(54) (55) . . ."

The Council organized the Sixth Conunittee (handling the .issues

concerning computer software) in February 1983, and the Committee

has been studying the followingpro!;)l",m$: (55)

some people point out the exceptions provided in the Copyright

Act" fOr' the. right' to maintain·identi ty; and say' that' Lmproverneriti .

in computer software can be likawiQa. 'handled;

(2) Right of Adaptation

What is t:i1~~d~pt:ati6116f b6I1lput:ef~6ftw"re; "nd to ",hat ~JE:t~nt:

its adaptation is permissible are at issue.
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(3) Term of Protection

The current Copyright Act grants 50 years of protection .after

the death of the author (or after publication in the case of

a work by a corporate body). ,A detailed stlidy is under wa.y to

see if it will be appropriate to a.pply these periods of pro­

tectionto computersoftwa.re.

(4) Scope of Protection of Computer Software under the

CClpyright A6t

Discussions are under ",;>y ;>5, to, fqrexarnple ,(1) Wheth"" ,tl)"
right of distribution presently granted on a movie should be

equa.lly'grahted' for' thea5signmentor rental 'of a ',reproduction

ofcompliter'isoftware/and(2) whether'anexplicit'provisiqn'

should be introduced to clarify that, for exampLe; the act of

inputting or practicing a computer program is an act which is

protected, in order to ensure proper protection of computer

software under the Copyright Act.

3.3 Movements in the Ministry of International Trade and

Industry

The Ministry of International Trade and Industry set up a sub­

committee for the adjustment of software bases in the Committee

on Information of the Council on the Structure of Industry in

February 1983 in order to promote the development and distri­

bution of computer software, and this sUbcommittee is studying

(1) the evaluation of quality of software and (2) proper pro­

tection of the rights of a person who has developed software. (53)
*According to newspapers, the Ministry is preparing a new act

which is essentially characterized by granting the rights of

use, reproduction and distribution to a person who has developed

details registered in the Ministry.

* Nihon Keizai Shinbun, MOrning Edition of June 5, 1983,

first page; and

Asahi Shinbun, Morning Edition of June 12, 1983,

first page.
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4. Our Opinions

The c'1"r~IltC9Pyrighi:AStinV'0lvE!sc'lifficult:~ in thE! protection

of i:hee»ec\li:ion i tS",H~f'l- c::9mp';ter pr()grarn, Earticuiarly an

indust"iql cO':"E'1t",,,p:r<.)g,,arn.Al'a:rt f"om a E:r()gr~,:" for a video

game or the like; it is impossible t~,o~~ai.npJ:"<.)EerEJ:"0tection

of a computer program under the current Copyright Act.

As regards the possibility of protection under th~ E'l-te"t system,

we cannot deny the fact that it will be impossible to obtain

paterit'pt-btec::tion foraJ.J.'c::omputerprograrns I'gFse.

We, ··therefore.,::believe, that a,:,ne!-·r"aqt or: adras1;.ic ;,?yi,s~on_of

the Copyright ,Act .willbe.~ssenti'l-l tio • ensur-e .pr()pe" .. prot",ctipn

of computer. software" .
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THEAIlUSE' or RIGHTS OllSERVEDHI LITIGATiONS
UNDER THE UNFAIR, COMPETITION PREVENTION ,', LAW
OF JAPAN

Japaniase Group, COmmittee tio;l
Trademark" subcommft tee

Takashi Nakayama, Toshiba corporation
Akio Kobayashi, Mitsubishi Rayon Co., Ltd.
I;agah!sa):'ua~ai NECcorpoJ;"aloion
Isao Anqo, Fujisawa Pharmace\ltical Co., Ltd.
Hiroshi"Yamashita, Rico co; j Ltd.

Abs,t,ra,ct

" "Th'£s >teit <will <first intrbduee an 'outline 'of the
McDonald's Case which has drown the attelltion,of .many people
since it concerns the well-known mark and their arguements
brought to the Suprem Court. ···Continuously it will review the
past cases---IfMik~J}i Tekko Case", "Yashika Case", "National
Football Mark Case" and "Dorothee Bis Case"---in which the abuse
of the right was discussed.

Introduction

A number of cases concerning the Unfair Competition

Prevention Law have recently occurred one after another. The

McDonald's Case and the National Football Mark Case are

particularly worthy of notice. With particular reference to the

McDonald's Case, it has apparently drawn the attention of many

perople, since it concerns the well-known marks of a United

States corporation, and since it was finally appealed to the

Supreme Court.

We have, therefore, decided to take up the McDonald's

Case as a theme for this year. We would, however, like to make

an approach which differs from a mere review of the case. In

addition to a reveiw of the McDonald's Case, we would like to

make a through study of the past cases concerning the Unfair

the right" which was one of the points argued between the

parties in the McDonald's Case.

Accordingly, we will first show an outline of the

McDonald's Case, a summary of the court decision and some

essential points thereof, and then, review the past cases in

which the abuse of the right was discussed. We hope that we
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sha.lLbe:)a.bleto"conc11.lde .this, paper by poiritingout:what ·the

past Cases, teach to Us' incconnection' with 'a, trademark

administ;ration, .

'·Th,,'ri\af'k~'';;ij';.dh X wa,i''';'sing will hereinafter be 'shownc,:::,r;. "';; :;~_./'.:.::"':" ~",,::,~.,

at (A) to (H). They were in"useon'the store"signs, .menus,

containers and packing rnateri"'i'~·, and thec:l¢fk;s'~ilifoi¥S:'

They also appeared in the photographs of.',newspapaer,s.and

magazines which introduced X's business.

:I.The'McDOnald'sCase ..

,::)The Tokyc:i",oistrict'Court" Ihereina.fter 'ca.ll,ed District

Court) ,passed:,Ldecisioniagainst,1:;heplaintiff ,who had appl'ied

for,.ian ,j,njunction"pursuant ,to ,the Unfair (::ompe1:;ition,preventic:in

LaW: i arid i>the;;'p1ainti f f appealed ,'to,',the',Tokyo .:,Appeal;Court

i<,thereicnafte·r. <called ,:Appeal'Court );> A~d"firia:Ly,the'iresponderit'of

appealed case ).ma~ a ".appea:L,c"to the '"Suprerne ceurt, 0 !t)
The plaintiff who had.,Tdst the case'a.t'theb'Distiicti,,"

court....Jchariged,,:allj.of ,iits',',attor,neyS and.limit,ed'its claims When

fi l,i'ng ,:the.r:appeal ;.';iThis, cOl!lplicatedc'the:"factS, ,:theiefol1e ""we,
wi lili ,'show «an ),out·lirie of ,:,the"case \ as $imply as' pos$ible;""and

\''''prep'are, ia·etable forea better',undrerstaridj,ng,'of,itheifacts 0' .

1. Outline of the Case, 'e, '"

,tnr:;Ja.pan McDoriald' s':.Corporatiori iethe "respondent of the
. ~-

final appeal ;:(ii;>e;; ;,,'the,..,plaintiff; or::appellarit"of :'the ,appea:L r

hereinafter, ca:L'led 'X)' Viis ;;a, company""establi,shed oni'May l,:L97l

bynthe·ijoint inves,t'l'ent:·Of MCIlc:iriald,~)s Corporatiori, iU,>s.A." and'

two Japanese, cOlOpc:irationsi,:Fujita. ,&'Co 0' ,Ltd;,andi' Daiichi

:Ba,k"eryI,,:<,iLtd;:; "F./} I. n',: i';!;; .. __

',",e ,W2 t;, ,')',0n,July :L4, "1971, ,x' made'a'iLicerisi'rig agi,eement;with ""

'Mcoonald l,S cdieporatioih')U; 5 ,'A~' i :and ,iac:quired the,:excl'usive'right

to use the knOWhow, trademarks, tradename, marks and>industrial

designs of McDonald's corporation as to the sale of McDonald's

products in Japan.

,(3) .x opened its ,first shop in the ,Gi;n;aBranc:h
" -,-'.'. ,-:,,'.,,-, ,.' ...,' .. ;.;.,.'.'..;,.:'.:...;,.,-,.,,'..•.

Mi1:su,15()$I1i,D~.,a!'tItt~pt:.'Ji3tore On July 20 ,lEI, andgraduallx,

expanded its activities and it had a total of sh"Plil1j.",.'?f
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(4) Marushiin Foo,! ce , i Ltd. i 'the 'appellant of the final

appeal (i oe, ,the 'defendant "c)r,respondent of the appeal ;

hereinafter called Yl), is a company established in September

1960 and engaged mainly in the manufacture and sale of processed

food, such as ham and sausage. It startedcto "sell, he.mburgers an

or about 1965.

Mac ,Sangyo:Co, ,Ltd. "anotheruappellant of the final

appeal (defendant;' or' respondent,ofthe',intermediate' appeal; <
,hereinafter"calll.d'Yi) i ,is"a company established 'on 'September

22, 197L,by ythe,'!fulLiinvestment'of ,Y1", It, was ,engaged ',in the,

,sale, of"hanibutger s. thtough the'llendi lig,mach ineswhich were .owned

and install~d,bY':Yi in"stores ',and,'amusel1\ent palcesin towns"

suburban dri'lIe-'ims i'or the lick",,-

, ,(:5) , ,Y i started; to ' use' the marks : which 'will ,hereinafter be

shown cat YH b:to (3 >i"on, 'the'hamblirger vending :machines" in :'or

about" the'beginningoLMay 1972 'Y:I !used those marks "on ' the

corrta i ners ,:and;packimg' materials' for,:the goods, 'arid 'sold them by

the vending machines, or at the stores.

YiY:rdiscontiinuedtouse -Ehe 'mark ,H) in!Jtine 1973',

and '"on,ly ,the 'marks r (2,)<:and', (3 ) ,they' used: :thereafter

(6) "Under these !circumstances ,Xdnstituted ,'a suit

tequesting'a decision to tlieeffect thatYi'and'Y2 should not,

Use any,,,f the mazks. (1), to (3) ,on' the 'containers ; packing

materials, advertisements or vending machines for tne"hamburgers

whiich':they'made, ,?houldriot"sellany goods by using,'any of .those

,'marks, .and should destr:(jyany'and,.al1.objects, indicating, any of

'those.ritarks;

Table of Facts

Respondent of the final
appeal

McDonald "s '

The growth and unique
managing,systemqf .
McDonald's were intro­
duced in 'Japanes.etrade
journals, etc.

1955

1960

After about
1966

Appellant of the final
appeal

M,,:r'tshin,:FoodCo., Ltd.
was established.
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Ju'lyg,19,69 Mar,ushi;n:acqud.redthe
registered ,t,rademark (b)
"BURGER",'lwritten in
Japanese,),by,assignmen t ,

J apanM",Dol1a.ld· s c()ri?0-; Ma:l' l~ 1971
'rat ion' 'wa's es tabfi'ished /

It opened its first
store in Mitsukostri i
Ginza.

July 20,197.L
" <.,',

Mac Sangyo ce , , Lt,d, was.
established.

'l'1!~Y.b~gan.~Q sell
'hambu'r~jer'surider the name
o'o,f: ,: !!Mac::,::~ur_qe'r I~,.

TheY'di sdoritlnued' :'tIlE"
use,:pf: .tile ,mark tl L

July '23/'1971 Marusllin'acQ'\iiredthe
,registered trademark (a)
"~,~"Il, (:\rl:t:At·~~n. in
Japanese)' by 'assignment.

Sept. 22,
1971

June 1973'

lThe r ea fte r , 'ie'OPifnifdj'

.
d.i ..r..e.c..t.1.Y c.o..nt..r.O.l,.l.. 'e..d., '._~'l:o.re,~il'l, Igajq.:t:, ..c.Ati~s, _
one 'afteranotller:'"

,2.'SU!nmarypf, the. .cour.e Decision:and"Essential Points

The SupremeCour.t dismissed:.,the final apPeal,andcthe

decisionoL.the::Appeal Court:in",favor of, the ,appellant was made

final and conclusive. The claim, calling for ,the ,discontinuation

',ofuse:ofthe:mark,'(1) by ):'1'and'):'iwas rejected,.as they had

already done .so, and as the court did -not, s.eeany ·PP'l'libility of

reuse of the mark by them ,but..allofthe other claims which

"Japa:n McDonald'i Feb:. 1'974
instituted a suit.

:f~: dpehecfa:bolit: 6S:Ma:y 1'975"
. :,':dir.ectlYicontro:l1:ed

$tpr/1~,·

Its directly :coritrolled:Nov. :1977
s t9:r-,~,fj;: _,w:~r:,~:, i,,~c:r~,a~ed
to about '120.

,In general, ',t:he applicabili,ty of Item .1 .or2 of

'.Paragraphlof Ar,ticlel :of 'the·Unfair' Competition Prevention

Law (V,:dependis on whether the :following circumstancesexi.st:
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<1JThe<.i!ndi.cat'.i!ori' of:thegoodsJof one party or the

""'Irid'rc;.i:;::ldri'cif,Its business is well known in Japan;
','" ',_', .'. ,-; .. . .•,.,,-,,1/,-:<, ',.

' ''(2lTM/'iridicatiori, us~dby anot~er p~rt;~ is id~~~i~al or
similar to the indi'caticiri of the9qdp~;r busine$p,,()( .t.he

one party;

(3) There is a contd~{()ni'n t'hegoods, ''?l',~H~i~es~
facilities or activities of the two parties; and

~)'l1h~!;>usi~eps"int,el',es tsof ,th~ qnegB!"ty,are..:,
"tll~s, );im'paired'o~ li.kely t; be impair'ed.;· ..",

,i,{,;t:!hi~,S';:'!'~.., parUculaly, th~jtiWrRenf.'~,'f,t:!~'P6i!'hs
(1) and (3) is worthy of notice as will hereunder be set

'f'ortll:

(1) Well-known Indication

" ,;:f~e~~';if.i.s:qr,:fy Le s s' thanqrie year between the opening

of the Mitsukdshi~Giriza store by X (July 20, 1971) and the

b~gi,nl)~J;W, :!;>'¥"~l"B!'''''~2 to u~e.'~hE!1"B:rks (1) to (J) (May 1972).
Whencdid,the"trademarks of X become well known? The court found

that it had occurred toward ;,~h:e ew~".of July 1~7l.."~"~:,,,, sp9,r,t,ly
after the first store of X had been opened.

This is largely dUE!",~q tpE!",fact th'!,t:, thE!"l:>,up~nE!''!''p f ozm
of McDonald's Corporation, U.S.A., and its:maxks,;began,t~,appear

'and were described in trade journals for restaurant oriiilio.t:~d

food selling industries in Japan in"<or "about<1'9B6;' ,The'

reputation of the American parent compan:?'a'ri\l:t:l\e "iiill:"l<."p"'ri

form of its business, as well as the extensive advertising

ac t I vi ty,'of":X at :,th'e'time"'of ,operiing its'firs't st'ore:.,nappareritly

imade,tithe ,',C01.tl"t conclude' ,'tll'at "the';tradem,frks'cof"X had become well

<known',"iniIllediateTy safter the ""pe'riing' ',of' its, "i'irs,ts6tre;;'

" '(,'2,) "Con'ftision 'as "to ',Uie iSGlul'ceof 'Origin

The Di'strict COtirt:dec;ided that 'the',re,was .no confusion

of; the ':goOds ;"'sin'ce Xwa,,' ','!;el:l'in'g alT of Lts goods at' its'

di',,4ctTy,'coritrolled s t.ores, iwhile:Yl'al)d ':1;2: were us'i'ng'a

vendirig machiries';'_Tl'ie' AppeaLCour,t; however,;'c0l'lcluded a great

l,ikelihOod Of"Colifusi6nin' view/of 'examples ;'of' ac t.uaL: confusion t

and :'an'Swer,s ,ofthe'enque'te:which'were 'executed for.:,publ Lc.,
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(Traciemarks Used
bYYIY2 )

)\.
I
ti
I

(b)

:(:X's,Indic,atI.oll
" o~ -~u's,\i~ess')' -

'tA)·tJfl:
.' g~6Qor.~It~,.

(B 1'r!:/j"'<1~7'

6

3. Abuse of the Right

YI and Y
2

argued that the use of the marks (2) and (3)

~asthe':u'se>Ofcth\!!:recjistered,trademarks:(a)and:(br , Y
I

had

aequired>the'registeredtrademarks (a land :( blfromthird

partilis,,>and :l:ieeame>the registered owner of, those, trademarks.

Therefore, YI and Y2 argued that the use of those trademarksiwas

the lawful exercise of the right according to the provisions of

Article 66l~he~nf'aJ..idOl1)p~~it~onp"eVerit.t()l'lr;"w,(3)i3.hd that

the argument of X was wrong.

:1C ,F,efut~,d,tN''':c'3llmeI1~S o~ YIY2 f,latly, saying that the

.. use pf:t,pose,.,tradem"rks.w""intel)ded .for t,h.. ~r,ee .1.!sewithW\t

permission ..of ,the .goodwill.of..,well...,known marks, and .not, the
',::.:< •.,' ;..' ., ........', ..:, .';c..",,' ,,..:.; _',':-',',:"j_,',_."",:·;,',':iH: 'J',; .:"_..;,,, .:.; 'i,···. ",,', ";-",- ;,-,.' .. ,:,.. ,

f"1f~1.!I,ex",:c'(,is", ,of .the ,.r i,gtl:tt'$j.PgeXl: ac,Wir",d~h:",.,tra.q",!,\",z;~

(a) after the prop'fsed entry of McDQnald.'s,CQrporation. ,into .the"., ,> '. ! :,_, -, .....: ,.: ":_\._ :0; _,' '. .. .. _, '. " ......< : ->:»:

Japanese market had been reported through t,he. 'press, .and began
;<', ..... _, ."/"'" .',;: '-"';:," , ,:::,' .;

to ..uae ;~taf,t.. r ..tl1'" m<>r)<.s;oF"XlladJ:>",pomewell!<l)own.

Th.eSupreme .CourLheld. ,.the dec i s.Lon of.. the AppeaL.CQurt
: _,c' :," ',:.. <, -' ,.; ,,::' '_. ,__"': .' ~.,._.: _.. :" C,,' :_,_:: '.,: ',:' _,.. ;-,:. ,," .', '- .. <..: .:. _: :.,.,',.' ::.:'., .'-' ,,::.. ;. '..',.' : ,"'.. ,

which ,th,e;,us,e,Q:f',tll"" m<>F)<s'(} l"I)A ,(31 by ;Y11\PC! ,X2,.was ,llo,1;"the

,::Hl5e "o,f.:,th~::".\,g.is,t\'.r\'d,. 1;l;ad''''I1)"rk'il(,,: ,sj.l)c::e"tllo~e ,~rks were not

,.l(i..n t ~c::a +, ,t.o :the .z;egist\,z;ed,t:r;1\·,dell\,,:r;!<s·'l:tl.. :ce ~o.r .. ,~tCHA ,not:.

make ar\y. :r\,~ez;:"nc.\, "t,,?,,tlll' ,qlles,t,I0ll.j1\S to:th\,a.I::!~.s:\" o~, the":.,,
right.(4)' .',,,.,'
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II. Cases of the Abuse of the Right

We, ,would 'like ,to r.eview sev.eral pastcases,fnvolving

the question of the .abuse of the right ,in.ordli'I'toobtain.s..ome

hints ,which wilL be of help when this. question is consid.er-ed.in

···future,

A. The Mi·kunL Tekko Case [(wa) No. 3380/1954 - Osaka
District Court Decision of August 31, 1957]

Th~ court:cOndluded that"tIJereIJadbeenan'abuse of the

right, since the U'se! eft"a 'r~gisteredtradernarkObtained with an

ill~9alintentic>n 'COuld!(riOtbeConsidered!(asthe 'lawful use

thefe6fcomplyil1g '':'';.tIJ the 'proV'is i 6nsofArtic1e60f thelJrifa i r
;<:Cbmp'~ti t'l-b'n': ;:'pre;,J'e'ntf:on;' ;'La.w~-'

. dU't.Hl1e6f t.IJ'e Ciase

(1) i'(plaintiff)used' thetradename "Kabushik'i K'aisha

iIlikJniTekl-,6Sh6" fiOrn' its fO'undation'(1934'lfo'1:944'; and

thereaft.er ,chal1gedit.to '''Mil<uni'JuI<Ogyo K'Il)ushikiK,HsIJa.".

This dornpanY'wa'sa leading'man\ifacbirer 6f'aiicornpre'ssois: 'and

th'e'ttadena.me'o'fx was widely'kriownamong 'lOhe 'traders and users.

There>i'was':j tiOwe:ve£;\-'no' <t£cfdemaik 'regis:·erati6h:'a.s:ct 6 'the

tradename.

(2) Y (~eferidant) set up a comp~ny~ameq '''Mikuni Tekko

KabushikiKaisha" in the same region with X in 1953, the

regional. restriction is defined in the Articl,e'19c>f the
.' .,. 'c, ,. " of"'" .! "'" (5)

Comm..rc~aLLaw.(EffectRecordat'~6n of a'I'~a,~~f.a,~E:> ,and

recc>rde,d ij:s,'tradename on the book of the Bureau of Judicial

Affairs. Yprepared and disttibut.ed a catalog Which ~aS very

similar to one of X. Y filed a trademark application for

"Mikuni Tekko Kabushiki Kaisha" with the Patent Office in July

1954, al'lCl.!obtained its registration.

(3) X brought a suit for an injunction in accordance with

Competition preven~ion Law, saying that the tradename of Y

(Mikuni Tekko Kabushik'i Kaisha) was similar to that of X (Mikuni

Jukogyo Kabushiki Kaisha), and that Y had aimed at unfair

competition, and actually done it.
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(4) Y "r<:!\l,\,dthatthe two t>;apenames ",ere not, similar to

each other, ""nil that. it .. pid .not. have allY.' illtention or fact. of

unfa i r c8Illpeti t.ioll, and, a I so insisted that. the use of. t.he

registereiltF"i1emaFk"Mi!<\lni Tekko Kabushiki Kaisha" was tile.

,,~,,)"ful,\,xercis~ of,.the .tF"i1em;lrk right under. the Article 6 of

the Unfair<:8IUpet.:tt:LonPr~ventionLaw.

2,. \'su~"FY9f the Did~i8n

(1 l The court; help that tpetrad",naIlle of)l:ll;lP been ,widely
.," ', ' ·'-';',i.'·':·

known among the users, and that Y, ha.p. usep a.siIllilar trad",.nilIll'"

fo.rt.hehl?\lFI?Os", .ofc\lnfair,,,0IUpet.i.ti8n, anPc:a.us.edli, ccnfusIon of

the g08,ds ,allil, the,b\l§'in~ss fa,dJities .or ac:tivi ties.

(2) Thec8urt, helcLtllat the Y~s use of. "Mi!<uni Tekko

J(apushiki Kaisha "was nott.he.c ,1awfulexeF,,:Lseof the.>t.r"delll"rk

right provided by. Article 6 of the Unfair Competition Prevent.;ton

Law, since. i,t"""s,ag;linst the bO'lla .fi<I~ .. PFinqipl'\'.t.8 obt.a In the

H"i1emarkregi§,tr"t.i9n .of, thet.radenam", for.:th.", purpos.e8f.

making unfair competition and esqapingt;r.8lll,the,,,pl?lic:,,Hon of

Items 1 and 2 of Pa;"gr;ll?lll qf.Aroticle l.of the Unf;lir

~9~P~t~~iq~, P~e¥~~~ion ,~aw.

B. The Yashica Case [(walNo. 1415/1963 - Tokyo District
30 , 1966 1

The plaintiff owned ;l uniquely coined word trademark

"Yash ica'" ..for- lise on' camer-as \,;- , .The' defendant chose ;a~ .:siIrii'lar

'trademark' for use' on c:osmetics,andobtained itsregi stration.

This is one 'oFtypicalcourtdedsions t.hat.' determiriedthe

defendant·s use of the regis'tered tradeinark·Xastheabuse··of the

right., in ,,{ewof Xthe'fact of·substantial confusionast.o the

source of or.igi n of the gdods. (6 l

outline of the Case

Plaintiff: Kabtishiki Kaisha Yashic;l

Oefendarit: DadyaKogyo Kabushiki Kaisha
............... '.(;.,.'x. '00

yas!iimaSeiki Kabushiki Kaisha','alldchanged it in 19 58 to the

present name including the trademark "Yashica" which had become

well known in connection with its principal product, cameras.
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r('5') , Ad::or'ciingto' theexPii'ndatJ.bn' ijf' 'Y"s!:liiSinesson
COSll1~1i'd~::'~<';It<ca(h~e-d>;"'a "cdtif'cl:s'ihh ''01: the s'ohI-'C'e:: ''0£'''''0'1:" igin 'a'galilst
t.l1e" 'good",; bf''X ,i,lea.di.hgtb' 'the 'suit':

2. EsseiNi,kl'pbi'hls lillhe'coO:h DeciSion'"

The court held that, while" the't'radeitiarJ,,' (A)' of'Y"was

identical ,to tl1~regi~~:,e:re~ ,t;rade~ark.(H)'].'s~s~. of (~l:, on
cosmetics 'wasaiiU:njiisHfi~~u'S~;ft.!\'?,rj;>p~,t:!oH(:;!>a.:iid goodwill

of well-known indications of the plaintiff, in view of the

fol,~ol<i'ipg, facts;i ,

, '(ilJ·.that"',the, t;l"<\d~!"a.rJ< (}\), cO,nsi,s,t;ed 0(, qr cqn,tained,t;l1e

c'same"iWord,:,or. pr,om.lncAat;i()n as ,t,heJll<\.rks C:r) to .(Ml .iW,l1~ch had

,a!;rElsdy,be,en :"well;knq!"p (toindi~<\1:in,gtl1l'businessof X when

,th/L y.'"s, ..,.trademax-1<was regis,tered.an,d

C2l ,t;hat, Y iWa,s"usIng, ,t;ll,e .mar.ks. (Al,to:fG> in. forms, ver:y

similar to those of the pla'in,tit"f.

The court, therewith, decided that '{,'s use of thetpadel"ark

(Al is precisely an aqus,e>o.f t;.11~ ri,ght .and. cpUldn:'t"beregarded

as the fair use qf,. Ilight,dU.e,'1:Q' the,Tra,demarkLa\'o',whicl1 is

(2) The' t:radE:!ttl;jlrk~:j"Y'~'shicaw:'is a 'word ':bolned:' as an

abHre:Jf~ti()n :;fbr'::;-i'iY~Shima I s"'carneras i l wh~n X' sta:l:'ted t.lie'
manufi,6tuteandsale df cameras in 1953; X' advertised it

aggthsively tht()ughmedii" stich asne';"~papersand TV.

(3 l Xwa.sengag"'d ir{the manuf~ctureanci,sale of precision

machineries in the beginning, butgtadtially expa.nded its'

operations to the manufacture and 'sa1e'0f'the product"6fvarious

fi'"ids;'i'ndiO:dihgchemi'6,,'1 ptOd1.lctH' andpromted "affiliates in

rt,J"j'bt'Htie's a:tbundthe wbdd.

'1'4)' "y had"begailt'o use the ma'dts(AYto'(GFti.sted below on
cosmetics, :~rid::~t.'::'th~s:-iiune{:'-time he> r~gt-sfE{:t~dc~'i' r:'l'ght,::':b':f

ex cl1.lsi'v,,' us'e" iri'Oct'obet' 1963 wi1::hrespect tb'the trademark (Hl

tE!'~'l5'tered' in the 'nameoft.he 'representative ofY on cosmetics,

als'oref:fe'l"ed, ,th,at_y !s" r.egi.gt~r~d,.trad~lllarl<.was m~r:e:LY ,forlllal
and ,'no ,meaning . (7 l
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~."'.'~.'."•."." ... =.:4~..-i.,.ii.....,' ~..D.Mj

YASI-IICA

(~~rks rndicating
X' sBusin'ess)'

(ji)

(K) f*~~i±1P~n

(L) •t*~~u~·~n
yAs HicAcC:>.'~TrD•.

(11.> •.•. '.<.. ......
l~egister~d ~rademark of Y)

~~Ul~_: ~25I~1
, .~ 11 -:=.11.\0 -':II' .:'=.11':13

IllI • ~-ntIO,;",:

. "'>f

(J)

(I)

(~~aderma~s psed
by Yl" . .

1h?~b

YASHIC:A·
YA:tHIKA
YAXHIlt:I\.

(E),.

(C)

(B)

, : (D)

Y A5HI~AGO5", E.TI ~-CO ..LJD.

(G)
IIUI".c.3,

"" llt1l1!!fJ\l:' ?,1,./,~ ·(tn,:,
'f·il\mA.;n.llltK,'f.,l.'A1Ilt'i!I~ I\U1r) f)1.'~

C.The N.ational.F.ootballMal."k Case [(wa) No. 6006/1978 ­
Osaka District Court Decision of July 15, 19801 ..

, Xl is a ctorporation of c~nfornia or'ganized for the

commercialization and admi'nistration of the'names .and' symbols of

the teams belon,9ing to the National 'Football' League of the

. ...' ~he.d~fenda"tinsfs~ed\lponthe..·a.W1icationof Article

6 of the. orf~ir~ompetition~reventi~niaw f~r' the.reason tha.i:

h~ got th~.d~sign patent andh~~rrOdU~\was manufactured upon

the iaw.f~l right..'l'hedefen~ant'~positionwas,however, not

supported because of an abuse of the right.

1. Outline of the Case

Plai nti ff: Nationa'l Football LeaguePfoperties, Inc.
hereinafterreiferred··toas Xl)

Plaintiff: SONY Kigyo' KabuShiki·'Kidsha
(herein"fterreferredto .as~2) -:

•.. ·:··········.. ····.p¢f¢na.a:nt" Mar)ltake·'.
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'... '.' '.' .'

Uni tedSt;'ates.(hereinafter refferedto.ist.ile;p;esent

+ndic~tipnl, andQ~ving all the.~ightsc~ncerning the use

'thereof,illc1Uqi~g the rightt:0~ran;-~t~en~7!;t:0third parties.
(2)' •X2 madea licensing agreemeritwith Xl on the present

illdi~ati"n"n<October2, 1973, ;ind \acql.lLr~d j:h~~ights to

exc1usivelytisethose symbol~rl<s,inqlu~ingt~eright to grant

;\~upliCens7~ in Ja.i?an : -: In acc~rdance with' this agreement, x 2
~egan .to grant a sUblicense.;o~a~.arule,On~y~n~ Japanese

"'comp"ny}n each.of different. fields ~f'busines!;wlth certain

conditions .for quality control.

D) y waserigkg~d in the manlifaCture and sal~ of locker s r

e t.c , , and begahtbkell in·~btobe/·1.~'7§ a box-shaped locker made

of .a yinyl sl1~~t having arranged threreon the present

ind~:~tio~;filed the deSig~ appiic~L.on~fb~k~shapedlocker

arranged the present indication for the regi .. tration on April 1,

1976, (8) and obtained itstegistra'ti6ri·undet'No. 490,.25\7 on

September 20,'1978.

2. Summary. of. the Decision

(1) The court found that everybody dealing in the

merchandise w~J.ch .isusuailYdeS~¥llea.bYCh~raC:ter~~lltat~~or·

symbols had kno~m t.hat. the rpesimt indication was anindic~tion
pf.tl<.e goods or.b.usiness pf .~Qe Xl-X29roupin.,,~~ a.f):er 1975.

And theref",e, • the.. present indicatfollwas reco~nizeda ...Lde Ly

kno...n.indic"tiono:Ethegood~ ~s .defined in It~lo:E.paragraph

1 of. A,ticle' 1 of the Ull:E.;i+r\=0D\P.e~iti~npreventionLa.W{ or a

widely known indication pf bu!;iness as defined in Item 2

thereof.

(2) The. court heLd.. that in so fa, as Y' sregistered design

was consisted of the. present indication.whiphhad been well

known as indicating the busLne.... of X at.thetime· ofJi.l:ing of

the application fbr the ·regi,itrat.ion, de f e ndaant; could not set

. ·upagairist.

int"ET_fl;tiqn o;.,ut,i,l}=i~,g:;_t;.h~_ ,i~~ge,. I indication

and.the goodwill thereof without for the

purpose of. ills~s tingtl1at i t.",,,s

competition. The court,therefore, act olY

was an abuse of the right.
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(The present'indicati'on)

D. The following case,is '1,tso ,cpnc",r,!,,,,d wi thtqe,q1.l""stion

of the abuse Of, :the: right, tl)ou,gh"(hic;:hwas'1,rgued,pnly under

the Trad,emarkLawnotth", ,!,rtic1",6 ofth", Upf'1,ir Cpml?et:iHon
prE!ven~ionLaw.(9) ,', , . '. , . ,

The Dorothee ~is Case [(wa) No. 1264/1978 - Kobe
District Court Decision of DeceIriber

Various si t.uat.Loris are' likely,to exist with regard 'to

the quest'ion of a relationship, between the owner of a stolen

trademark in Japan and a person who has adopted it originally

and obtained its registration in his own name in his country.

In the 'following ca'se, the plaintiff in'sisted that the defendant

had inf'ringed his trademark right, but the plaintiff's cl:aims

were

1. Outline of the Case

(1) X (plaintiff) owned the right to import and sell the

goods bearing the trademark "doroth~e bis" which had been

adopted originally by 'a third party J (a French designer) and

registered in his name in'his country.
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"(,2)", ,_Wllen',X,l""~ gping to sell thegoocis ;beaping, the

trademark "dorothee bis" in Japan, X found that a'th'n-d party K

had applied f~~registration ofasery<si'!'i1ar trademark. (10)

X advisedJ to "ssigl'l'the tradernark'fr'bm>K, but Jrefused to do

SO.,'rIl~;e,fore,x', did,it himself ;'and regi~tered,had,the

t1',~a:eln""kregJstere4in;his own name. ' ' "

(3) ,Xhandlef .i:gegoods bearing the trademark "dorothee

bis"f05~il'ye~"Su~?e"a joint: venture!agreementwith J. Upon
ex'~i~ation"ol:',j:he ...g"eernent, Xq.ecided to" cont.Lriue b&sinkss

usirig ad~f7erer\,~ tr~d"rnark andjannouncedthe chanqe of his

tr"ciern';"l<to~!lepePl?leCOnCern~d; ',,'," ,"
'(,4)" y,(defendantOJmade an 'import agency agreemeij,t with', J

f~¥It.heg?OdSbea~in~>tAe tra~~a.h~~4ei"5hSe bis",,:ter ,tHe

ex~ira.ti6n oJ; the. -30"11110 venture agreemerit betweeri X andJ ,ahd

started the importation and sale of the goods bearing the same

trademark.

(5) X instituted a suit asking for the discontinuation of

use of the trademark "dorothee bis" by Y and the payment of

damages under the Trademark Law.

',' 2 .'Esserit'fal 'p6~rifS'frithe'CdUrt'Oec:isi6ri

Af'tera'c:ompieheri'si"esl:udy ofl:he f61'1owing

citbum'st'aii'8~is:' a~i'chiticr X:',::the 6bUrt ··dfsmiss:ed 'the':X's-cliliins'

asking for the discontinuation of uaa of the trademark ''''d6ibthee

bis" by the~el:enda,l"1t,,5~inganab~s~< ~f the right:(l1)

, (1) X p,jfdh<!;sedj:h~<t"a.ci"Itia.rkfi<:>m ,Kfbrthe,sole" pur.poae

of eliminating an obstacle to the use of the trademark "dorothee

b~,~:"i;n ,J:"pan. UPol"1"e,!,pir,,,t~onofthe,join,t. vel'lture,a,greement,

the;ri:gllts ,of" X ,th,er,eunder, ,el'pi,r,ed" ."ndthe,J"u"po~e,f,qr",hiph, X

had,purch"s,edj:hetr,ademark' ",as, fuV,iped

(2,) ','rhe 'act ,of,',11"15i,$ting ,upon ,the, ,right, ofa .tr"ciemark

whir::Il,.Xdid.motintendto ,usehirns,elf r ,and,t.h"reby, PIjevent~ng

the,;"therp""ty:,si,!,por,taj:~;onand sale oCthe g,qods,~nder,the

unsui table in view of the spirit of Artic:le 53;bi~ O,f the

Tr"ciemar:k,.,AC,t,.( 12)-

(3) ,'I'he,.qoUr,t >"lso ,fo"n:d ,that .t.he use of the trademark

"dor,oth~e,qi;s;~:,bY;;YWOuld1"1010 be likely t.o sa"se ,anyconfU,sipl'l

as to the source of origin'>"rnoJ;\gthEl,us,ers, a,nd,that, no ,

14,&;
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substantl'aldamag.e would occur, to ·the plaint·iff , sLnce x had .no

intention of using th~r~\if"t~i~dtra'd~mark:

Conclusion

While we have ·,reviewedia·number of· cas.esinvolving the

question of the abuse of the. right, "'e musfdra... attention to

the fact that the theory .of .the abuse of the right is applicable

only exceptio~~ll,y.Al,tfl()@j1th~],ilD±t~tic>n.of the space has

obliged us to describe the cases ina.considerably simplified

form, it is tobenqt~d~j1a.tt.hetlleoryhasbeenapplied only

after a comprehensive study of all"'of factse. g. the complicated

hurnan relati0I15,,: ;,.<::.ir,C\Ul\5 t,CinC,es S:llrroundfl)g, each .case •

Accordipgt()t,heJ'apa~eseTed:Ina~k~aw, a trademark
right is created 'bY.' registrati(>~,.andgrant.e<l to the applicant

of the first filed'ap,Plicatlon: Th'irefore, a' person who is late

in filing an application Is primarily unable to obtain

protection '. ,a~d.is to, bebl~med far: his negli~ence.

Referring, for example, to the MCDonaid'~ Case, it is

likely that the ..re ve r ae nligbt. b.avebeentbeq;ise. If someone

bad registered,and been using tbe trademark "MAC" in Japan

before Japa';M<::Dori~ld'sacquired.tbelicense from 'its United

States parenteompany, it", use .ofteb mar)<s.migbt bave been beld

as infringin'9- 'the:right"to "MACtl,~

It is oULrecommendation tb.ate,!erybo~y Feqogni ze tbe

fact··tbat according itCitbe 'Japanese Trademark Law ;atra.demark

right is created by regis£ia{iori6nt:b~ a.ppllcant of tllefil~t:

filed application, and conduct tbe adwlni.stration .of. trademarks

.,·which conform rto itbeJapaneseilaw.

(1 Tokyc)bis i:r iet,' court"beei s iOri,July"21,19'1 6 r
(wa) No. 924/1974
Tokyo Appeal Court Decision, October 25, 1978,
(ne) No. 1839/1976
Supreme Court Decision, October 13, 1981,
(0) No. 145/1979
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(4) Tl1epr()vi~ioIl~of Article 25 arid Item 1 Of Article 37
o f.vt.he Trademark Law do not positively.permi t the\1s.e of. any
mark ,'1iIltilar to" .req i s t.e r ed trademark.

or of a

15

of the Unfair Competition Pre"ention Law.

ArtiCle 6~' The' provhio':Js:of AftiCie i it~:in(i);' ite:nt2);'
l.£..L·.1" '9-b;;r}

Artic,le:' 1 ~i'.: ',Arti(# 4, .peregraph L'to _paragraph':3.:~:inc!usive,

and Article 5,: it~,~,(2)s~1l11 ~()t 8Rply to.any act ,to. ,~,,~~gar?~
ed "a:A ,',', the exercise of right in' accordance "with -the 'Patent Law.
the Uti ity M03el Law, the Desi~: Law or.,:the::Tr~de::"M~.r)( Law.

(Cessation of unfair competition)
Article 1. In case there is one penon who commits liD

act falling under one of the fouowing Items, the other penon
whose' :",l:iwiue.:~'intere:"tr'is likely" to','be .,' Iejured-tberewlth may
demand. ces8:lli~:no,pr,!Iuc_h aD~ct,: ",'. :';":,,(: " ":;,"

(1) Act of using 'an indication identical with or similar to
such .full uamesurade. name, i["ade-'mark~--coDtairier.,

packi~g _,o{,: m~,~~h::lnd:i;e" of., lb.~,_,oth,~~ person: ~r '. ~ny
SUch'Dlher indication ';"r merchandise of the ether per-:
sen-as ,c'vidc!y};no,wo in,',the;,lerritory where", this,;law,';

~:: in~f~rce, ~r_ ,,~fsellIlig. di~,trJ~uti;_n~_, or:exp.0fung>
- merchandise on \vhir.h the above indication is 'used, and

Ihtlrebr -cauaing c0fl:rL1~ioD:.: ::,with .'J!ltm;handise:c.(the
other p~rs,o,f1;

(2) ACt"of:u:jing ':il'tiinJicaiion:::'ide:"ritieal,.iii.b."or ·'similar; 'io
5UCl:l, ful!,n~r1l.~,:trade:: nam:e~~~tk :pf "the: other, p~r~on

.()r~ 4~Y ,.5UC~, otl,I~'r"inJic,~~~n" of, th~bllSi~ess, and .,~~od
will of the ,oth:er: person '::15 widely'known io-':theter·':';

riJ~ry ',w,~~re~:t~~. :I,a;w ti. ill,(f~.~e:, ~n:tlt~~r,~b"",ca~.ing
confusion with the business estcblishmenrcr activities
Of the other p'e'rSO'ri:;

Items land·2.of Paragraph·l.of ,Article lofthe
Unfair Competition P,evention Law.

,.Article

(E:ffe~tsof tr3<1erila'rk right>
25. - The owner of a trademark: fight 'shall,have -an .exclusive right to-use thecregistered

trademark with respect to the designated goods. However, where the trademark right is subject to

a right ofexclusive use, this provision shall not apply to the extent that the owner of that right has

an exclusive right to use the registered trademark.

(i) acts of u~ing a trademark.similar to the registered trademark on the designated goods or

of using::the registered ,tr3demark8ras~ilar. tra,1~n~,ar~ g~ go(;)~s;s,imil:1f tc the designated goods;

(3)

(2)

(Acts deemed to be infringement)
37. - The following acts shall be deemed to bean infringement of a trademark

, right of .'xclu,i',. use:
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(5) Article 19 ..of the Commercial Law;

(.Erlec,t,of:r'ii'strati~~("ot"~a:~~ '.name) _~,
-,~rti~l~ ..1~. 'N'0,tra-~,e '~~~e,_Vl~jCh-'b_as been--~'!rf;~te~~bY :'ail.

other per:toD shan be:reristered--jn-the:same city/town!)" ~il1il~

In respect of the nme kind of biJahi"e!is;

(6 ) Thisdecisiol1·is also one of the few court d!!cisions in
Japan in ·which .. the f"ee,..ride and .dilution theories . were .
discuss.ed as the.:'case of :'the . impairment ,of th!! business
interests of the plaintiff had been i~paired.

(7) ., , ' " ,T~!! court. held the following. d",cision in connection
with. the· fact that . the mark "Yashica" had been wE!lllcl1own:

[11' 'The ·trademarks and tradenames:( I)·,tO:(M) of 'the
..plaintiff:arewidely known;' ther·efore ,:'theuse,on ' cosmetics
:of'the defendant·"s trademarks:'and:,tradenames which are
. identical, or similar ther:etO:'is. lik!!ly:togiveth!!:puplic
th!!::i.mpression th.at.the goo.ds:ar", the.pr0p-llctS .o~.the

:plain:tHf.,or{:<ii:..:lea~.tot·i:ts: s:ll.!)~~p.ia,,:i"'~·::f .:.:., <:
[2) As a result of the plaintiff' s el<~",~~:iy",ap.v",;-t,ising
activity, the trademark "Yashica" has' be"d6me s'c '';'e'rl known
that the word "Yashica II gi ves ey~_r;y:bo,c:i.Yi;>~-,-.q~~-eC?_,t;,,_,,~s.Slociation

,:,iJh.c"IlWJ;i's,: ..U'1p.e".th",.s",c~:r9~s.t;";I1~"'s,X~",·1J.S", .,·of any
similar indication oncosme.t.ic~is pkelY to, iJ!lpai.r .the
business interes~s o~ the pla.il1tiff ,Since it dilutes the

-'ima'ge \whi:'ch -··the:',wol::'d" 'IYasti'ica"",;-'creates'" /wea:ken·'s',· it's
:association with' cameras:.': al1dreduces>i ts:goodwill·' 'and
publicity: effect ,'·thereby: lowering:.the' val.ue,of, the .;
t"ademapk of the plaintiff as.anintangibl!! prop",J;t.Y,. right.

(8) . 'f'his w.askn, appl~sation.l"elYig9Pt>,?n't.h~p~~1!i~ionSof
Pai"gfapl12 9f .l<f"tii:le~ Of ,the Desi9l1L"w p"ov~d.~ng",,,s~ptions
tothe.lac~Clfn'?"elty.· .

(Ex~~l'tio~s to, J~~k ~(~~~~lt)' .~rd~sig~) ..
4.
(2) In the case of a design which has fallen under paragraph (i) or (ii)of Section 3(1) due to

an act on the part of the person having the right to obtain a, design registration. the.preceding
subsection shall also apply. provided- that such person has filed a designi1.pplicati.on for the design
withinsix months from the dateon which the design first fell under those paragraphs.

(9) "Amanogawa Case" is also well known, though the limited
space disables a description thereof.

(10) There was no relation between K and J, and the court

151
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(11) The plaintiff -has appealed from the District 'Court
decision, so this caSe is not final and conclusive. The
decision was passed after a cOInPI"!"hel)sive,sj:.u~y,o~the special
circumstances s}Jrroq"d,ing" j:.he"t,rademark",arid not, ,'Inerely based on
the fact thatj:.he trad'i!mark. ~egistI"aj:.ipn ,hacl !::>ee"pptained on
the stolen mark of foreign origin.

(12)' 'Article 53:bisand Item 4 of Articie'15'ofthe
Trademark Act provide for a foreigner,thepossibilltyof
claiming 'the 'originality 'of 'a' tra'demark,ifcertain cdnditi'ons
are satisfied.

.r~_;'.'S3bis> .~_ #er~: ,3 J,~&ist~,r~~ trild:e,l11arkj~" the tr~'dern~k,()f.3 p~,~~n.Yih~ ~~~'the,nght to,the:
tra~~'~,ar~_ i~ 3. cO!Jntry,'·party ',to ,the.,r,~ris.Cp:nv:entiopt?r is,-,sirn;iji1r to',s_l1~h;a trad;mark,:a.;"d' the

"".' 8004s relating to .such.right or similar goods have,been'made-the.designated goods. and.morecver
:'the:: trademark application'.;concemed iW3S' ,m3de-"without a;:legitimate: reason and?with'out the

- a~th~riz.ation,_:of-thepe_~~n' w~~::, h~,t~e:righf to::the: t.radefIlark;:bY,his:agent or r~prese,ntative or

by -a- person wh'a'w~,h.i.s,a~enJ' ()~, r~pr~sent~tive '~t _,an~tiJn.~ ;dud~~;tJ:te,year:~r~c~d~~glhe filing
date?~t~.~:,ap~li~~~.~I1.,:.,t:~~,· _~,erson·~tl(; _~-as ,the"rigilt, t.q}he,tradernark 'may',dem~d- 'atOa!,'(or the
:f~c~~~,pb'~:':~f i~'~~:ii~:tI~Jibl1:~-.: " ' .. ' '-

(E~a"1in~r's<jedslo.notr~fIJSiI)·
1{:S ,:ni~:,e::u~~e'r.,sh~ 'm~e ~. de¢i.~i(Jn:'ttt~'ta::-tfil~eritlltk'app,l,ica;t'h)ri',iH§ :b~ refllse'd where

1tf~iU~~~~ anYorih~ f()U~~in~ ~aragf<l~~s:: ' . ',;' ". ',' ;,',

',<i.;) t~l::;tr.~d~mark ,in.: the .:·~~a~e!"ark:: ~pp~c:a~,()n, is ;~~r~dem:uJc:'ior J,s,:similar tC),:a':t'r,a.demark
:Which is co",'ere~' ~y the nghtscf-aperson.whc hasJh~:right:Jothetrademark'{butonly .where such

ri~t;'-:,:i~ __ eq~iv;ale~~.-t.o:-t~e:'trade,m'ar~ 'right;it".:is':~erei~arter ie~erre~ .to 'as' ,t~~ ,:·:~ri&ht:.;to the
tiademark~)-'in a country party "to 'the Paris Convennon.and which is.used-en-goodscovered by

~~ d~ht:~f s~~h,pe~~n,,~r on:s~ilar gOOds:" 3I1d,ttte:, trade~ark,:a,ppl,ic~tionc()n'~,~rned was ma~e.
,t:1t~,~~ta ,Jer1H~~ter.~~s~~_:a~d .~ithout,:the"author'i~:ltion'-~f t~,e~~~,rsgn '~~o'h.as' !r.~~ght,to, t'~,e:
'trademark, by his agent or representaii~e or by a person who,~·3S1"i.is:,agent?rre~res~~tatire ;It a!)Y'
time during the year preceding the flllng date of the application. However, thi~ provision shall
apply only where the person who has the right to thetrademark files an opposition the grant of
registration on the ground that the said ~ppi.a:a'[io'n 'faJJsil'rtdet:this'pari1gr3ph~'

"
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Speaker:Robert.W~Hampton

• Eastm"nKodak'Company,

PATENTAPPLICATlONFILINGDECISlONS 'AT
THE EAsTMAN KUDAKCUMPANy

Presented at{ The PIPA Internai::ibnalCongress
Washington; D.C.

'Qctober1983

This paper outlines the manner.in·whichinventions
are evaluated at the Eastman Kodak Company. It'
identifies· those who make 'the' decisions to file
patentccapplications; both,in.t;he U"S.and
internationally, and i::hecriteria'used for, making ,
those decisions

In discussing this subject I,want to draw a
distinction between patent applications filed
domestically .~~·that'is inthe'.countrywheremost 'of
a corporation'.sresearch"nd,development occur ~~and
patent applications filedin,oneor~oreother
countries.

that is U.S. patentwith

Let me talk first about the domestic fiUng
decision'tn the, context of Eastman Kodak I.s Patent
Department in Rochester, New York, where we have our
corporate headquart er-s \

QurRochesterPatentDepartmerit is
admi.rd.s trativelya" s LngLe departmeni:: with
decentralized ,.11 sections,ll:;':-:which i are--;resid~nt at two

., •• ,',', """""',' "",'.'"."""" '~~~~;~?~J'~~~r;;n::l~~'~~~:i~:a~n:~d~~:a Research
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mat t e r s, In addition, we have a centrally located
patent' section that handles international patent
matters for all of the domestic sections. The
International Section is the unit with which I am
associated.

The domestic filing decision is typically
made by a domestic patent attorney to whom the
t echnLca Lvsubj.ect; matter has been assigned." He' may
consult with the management of his patent sec t Lon and
with the inventor or other members of the technical
or business staffs. His decision is made within the
framework of our corporate policy on these matters.
Paraphrased, that policy is to apply for patents in
all cases in which valuable patents will ensue. The
operative phrase is "valuable patents."

At this point Lmust drawva second
distinction, which addresses t.herva Iue.io'f the patents
that can be anticipated from" various applications •
There are' instances in which the value of the
expected patents will be so high -- or so low
that no"two,reasonable'and'informed peop Lei.couLd
differ about the advisability, of filing , The
"problem" 'inventionsoccupYcithe ,middle ground and
they constitute ,be the majority 'of the inventions
comfngobefo're-rus for ,filing decisions. ,Mbst,of,the
clearly non-valuable inventions are never"stibIIlitted
to us in the first place. The point of this
distinction is that the clearer the case of value,
the less need there is for the domestic attorney to
consult with others.

A third .dLs t Lne t Lon is needed ;, The
technica l",community ::', atcQur .rco rpora t e .Resear-ch
Laboratories are in:the"bus inessofmaking ,
discoveries ,:and:,:,inventions. Therefore".}they are
attuned to the patent system as one means of
publishing the,~ruits of their research. They tend
to !)ewilling,andready'consultants,to:the patent
attorney in making ,his filing decision . En fact,
they, sometimes eyenvolunte<;>rconsuitation. The
technical people at the manufacturing plants; on ,the
other hand, are in the business of making products
for the market place. They ar<;>apt,tohave .Le s s t Lme
ava i l ab Le to par t Lci.pat;e .Ln our r<;>latively abstract
proc<;>ss of makingd<;>cisions,abotitfilingpat<;>nt

1,54
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applications. The domestic attorney in the research
environment has all the help he needs ; his colleague
in,the'manufacturing environment often is left to,his
own devices *

I' want to turn back, .now, to the first
distinction I drew: that between. the domestic filing
dccLs Lon and, the .dec Ls Lon .to file-,in other countries ~

In Kodak,. the question of whether or not to
file abroad. usually is addressed several months after
the domesticapplication.hasbeen filed. This is
because ,,-:ofcQurs'e, most filing in other . countries .Ls
done under the Convention.

The decision to file in a number of other
countries entails much greater costs than the
decision to file only domestically. Therefore, the
process of making the decision to file abroad
sometimes involves many people. At our corporate
Research Laboratories, there are often ten or more
people meeting regularly to participate in, what we
call "foreign filing" decisions. They include
management representatives of the Research
Laboratories, manufacturing and the Patent
Department, both domestic and international. They
also include line and staff personnel from the
Laboratories and the Patent Department. Because
these committee meetings entail the exchange of
technical and legal information bearing on the filing
decisions, they incidentally become a more general
forum for the useful exchange of technical
information among Laboratory and manufacturing
people. Perhaps that justifies some of their high
costs.

At the manufacturing ,locations, fewer people
are involved but it is still a committee activity in
most cases.

An important counterpart to the filing
decision is the decision to publish. We publish a
rather large amount of technology, some in scientific
journals and some in other media. The publication of
marginally patentable subject matter is largely a
defensive act. It prevents others from patenting the
same subject matter on later filed applications, and

155
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t henia s ser t fng. tho sepatentsOagains t Kodak. Wedon't
wan't;·,sueh ::·patent s cours elves ';"'becaus e :wewotiLd.cnot;
assert them aga i.ns tranyone: andrthey would simply 'be
expensive publications.

I have fOcussed on Kodak "s-severa l,
raechard.sms --f6r .makLng <::filing .decl.s ions :arid:have ,sa:id
little if anything about the criteria for making
those decisions. Let me conclude with the
unillformative-observa~d.on.it.hat; , "a:t Kodak" the s Lng l~
criterion for' desiding,tofile a 'pa~ent application °

or, for that matter, "to publish, is the predicted
co st.-e EfectLveneas of the results. How we predict
cost-effectiveness is another' 'subject entirely;



FOURTEENTH INTERNATIONAL CQNGRESS

Washington', D. C.

October 19 - 21, 1983

AMERICAN CYANAMID COMPANY, represented by Jack W. Richards,
Patent Attorney, DAVIS & ,GECK DIVISION and LEDERLE'STANDARD
PRODUCTS, Section Manager.

EVALUATION OF INVENTIONS

by'American'Cyanamid Company

1) Research Project

i) Selection of Subject Matter

ii) Division Research Work

iii) Research Meetings and Reports

2) llInventfoh's,t'

i) Preliminary Selection and Evaluation

ii) Technical Recommendation

3) Record Of Invention

i) Preparation

a) Consultation w.ithPatent, Attorney and L'iason Preparation

b) Number Assignment

c) Inventor Review

ii) Submission

a) Case No. Assignment and Assignment to Patent Attorney

No. - Inventors - Title - Date- Attorney -

c) Domestic Patent Committee Meeting'Review - Composed' of
Commercial, Technical and Legal People

d) Review and Recommendation

157



4) Preparation of'Dpme:steiC'Paten,tApplicati,on

'i) Preparation of Specificationand,C'laims

ii) Action Sheet

iii) Inventor Review

5) Fi Ung,/o,f':Domell,tjC E<Jtent Application

i) Patent Administrator

a) Action Sheet,'c<Jnd,C<Jlle'F;o}der"

b) Computer Entr,Y'('I;YP'ec}aimscc:,',F;ieJd"Use - Product and
Code Nos:c'KeYWbtd,,:~ 'I'rad emar ks"> Laboratory Names
and Designations - Abstract - Committee and Meeting No.)

ii) Manuscript Book - Sc hedu Le for Foreign~JteI1t:~';,niilli't!'ee
Meetings

6) Foreign Patent Committee Meeting

i) Composed of Commercial ,i~chnica} and Legal People

ii) Meets Twice a Year Within Six Months U.S.'FHdng':Dat'e

iii) Review and Recommend at.fon-,

a) File?

b) Where File

7) Preparation of Foreign Patent Applica~i£g

j)" Prepar<Jtion.oL,SpecLfic,ation .and:CLaims.

ii) Combining Cases

iii) Inventor Review

8) Filing of Foreign Patent Application

i) Translation
.' ,

- 2 -
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9) Domestic PatentCommitteeM"etings

i) Prosecution History, Status, Prognosis and Decision
Review

ii) Maintenance Review (fees)

10) Foreign Patent Committee Meetin£s

i) Prosecution History, Status, Prognosis and Decision
Review

ii) Maintenance Review (taxes and working)

J~:'lllk!',
10/1O/S3 ..

- 3 -
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protection:of:.'Invent:ibns', in IBM

by E. Ronald Coffman
IBM Patent Counsel

Char lotte', "No'£tt{, ,ca:'rb'l"iria

IBM's process for making decisions on its inventions has developed to

accommodate a complex business that is characterized by techI1.i ,b)9.:1';,':"·:;

business and geographical diversities.

IBM consists of a set of business area divisions which act within the

legal structure of the u.s. corporation and its various subsidiaries.

The divisions have their own president, resources, facilities and

business objectives. In general, the divisions enjoy substantial

independence in making day to day business decisions. There are

product and research divisions that create inventions and marketing

divisions that sell products that use the inventions.

Patent matters, however, have always been a corporate-wide or

headquarters responsibility exercised by the Vice President for

Commercial and Industry Relations. The actual administration of

invention protection decisions in IBM is dispersed to individual patent

departments which are a part of this headquarters organization. The

October 03, 1983.
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·~~.otection;Qf,InveIltio:ns in IBH

:p~;:te:nt.dep_?-r:trneI1-tE; a.re,lop<3:tep., '?it r-emot_~ :tB,tvi, divi.si.on ~aHilit..i€7.;3):

p,?_~t;~c_ula.rLy,;,,:th0sE7 hay~,ng.lct~~r~:t(JF~e;s,.'

Individua-l deci.s.Lons. on .invent.i.ons are ..madeat the location ::pa,t;~.n;~.:­

.d",p"rtment as guided by IBM's Sel",otive F.iling .Policy and a port.fo.Li.o

adillinis :tr at.Lon :.orgCi,n,iz,Cition c aLl.ed .:l?TA~",:,_(?:~1:en,t- .,rrepJ:1:nica.1 :~,re~:"

Cornm~tte",s). Thed",.cisi"n is ..the.primary responsibility of a patient;

professi"l1":i.' actil1g upon facts andOP~l1.ion~pr()y;Ld",dhim. by ayailable

bus Lness .and :,te,9hnipCi.l.,.,~x:pe:r;tise:. 'J;'h,if)",,.is:, n,p"t.;tO,::l3,ay "that, "iI1.~.el1t()rs,:

and labol;at().r:yma1'lagem"'l1t.do..noK part-icip"t",i,nt;l,>-... deo i.s Lon, .QllH.",

the cop:t,r:9.,ry:., ,:19Q.a.t ~ClP.():r:qto,q ~ClI1aSJem~nt:,.,a.n~,d,,~i?chI1~_qii-.l and .. l:.>l1;f5.:i,Il§:p13

e xpe r t.s.s. .~f5,:: :~el:.l,; .as th,e ~iI1:ve':ntol;s, a-r~.::e,x1:,H.ellJ~ly",::iIl,Jluep}:Jal ..PI1:;~h~;

d:~q.,;~~q:ns :.:-fQ?1d_~,:""ev.eJ:l_,Jf :the,.,:pat~n:t: pr()fes~_~qna~ is the PIl__e :S:ha.::r;;5r~,d" :~i th

t.he)'"",sponsi.bili ty 0 f.ma)<i,ng <t;l,>-e dec is i"l1'<

Le.t me nOW'.tell you. about the IBM Seleotive Filing Policy.•.

Simply stated, the Seleotive Filing Policy recogni.zes tl1.atJ;BM •• ~i:i;t. not

seek to patent all patentable inventions that its personnel makes .

. J;nst",,,q, pat"'l1tswill<.b", fil",d.pnlY<'lher}'.-the l",gal. righ-tsass05'iat",d

with the pa.tent; are .judgeif.to ..bec: irnport!,nt !:.oIIlH '.sbus.in",ssnl'eds.

Some inY€::ll·tiqP:? 7.·t;ha,t:?-r€:"_ ::-irnpp:r::t,ClJl,t·:tq, .• J~~M ~,s :.l?.1.lsin~"f3.!5"::c1(), not; ':'Il~~4: pat.en t

prot",otiOn... F"rexample, .'lhereIIlM. ha". alre!,dy.oPt"in",dbro"d

protepti o:n~ ,i:n-A'P9:Ft~c:tlJar..are,Cl::,_add~tiqn.a1.,pat.ent.s may 'Pea: :t:'.~du.~;dq:n..~.

October 03, 1983. Page 2.
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The portfolio strategy assists other patent professionals to understand

IBM:' s::'poit.f61ib ':heeds":':iri-"'~- 'part.icular<techriic::aT .area, When

professional decides that a patent application should be 'filed, a

formali'zed:::recorrirrieridatiOn- is: genera.ted, descr-ibiIlg"'''what. the 'inverit:iOn

"ii:f,":thEi",sc6pe'of claims':':to'be:',:ex'i:iected',:the known prior art', 'arid

Generally', <mH' does' not file pa t.errt.s- for -bh e -rner e purpose of:'creatTng

prior art or so-called defensive' pate'nting'. IIlstead,IBM' hasitsbwn

publication, entitled the IBM Technical Disclosure Bulletin, which is

pub'Li.ah'ed imont.hIy to place into the public domain, techniques and ideas

whicll'wee: do <not "Cobslde,i""'wo:rth the"expense of 'patenting. Thus, we "hava

the opt.Lon ito 'rate a partii:::hla'r"cfisclbs'ure"Publish:n''inadditibh' to

"'PiTe?', Or"'No,t·Fi1e:II.The' po r t.fo li6': admi.n.Ls t.ra tion::or'ganiiatiohwhfch

we':'catl'- PTAC:,:pro'vides' a:framework<to 'ass:istthe :prbfessibnal'to'reach

a'::deCfsldn. we'presehtly: have'::22 such 'cOmmfttees:. They :'are'inatle up. of

menibersfronithe profess Lonalvxanks of 'IB;1 's<diHererit patent

departITIenf's:~; Each commit.cee is::'giveri' jurisdiction', 'bver,a:'::major

technolog'y'''area. b'f: :.IBM"'s:·' business', ',fbr,' examp:le,,"impact::'p'i:iriter:s o r-:

'd-ircuft 'manufactiur i.nq .: Th:e' 'Committ.eesi haveCo:"'chai'i'men)":bhe o£whorrl is

a U.s. professional, the other beirig fiomoutside theUriited States'.

Each committee is responsible for developing and maintaining a

portfolio strat'egy :bas'ed on t.he";cdinmi"ttee."s -Trisight'intbTBM,:':s e:xistlng

patent portfolio as well as technical and business trends both inside

'andout'side"ofJ IBM',

Page 3October 03, 1983.
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then reviewed by, the appropriate PTAC; The PTAC may have additional

Ln tormacf.on that the professional 'should 'consider, or may ; disagree with

the professional's conclusion. IFthe PTAC "agrees that filing is

'appropri-ate, it:'dec'ides 011 the ext.ent; of" counterpart: f L'l.Lnq desired as

well a's airne i.rrtenance plan and other administrat'ive'deta'ils, al1ba-sed

on the PTAC "e" judgment on the 'importance, of the inventlon.The PTAC's

decision 'may 'change wi ththe 'passage 'of time, Iilventions which' the

local professional decides to rate Publish are also circulated to the

relevant PTAC prior to actual pUblication. It is within the

pre r oqa'tLve of' the'PTAC to recommend,that such inventions be considered

for patent applicahonfiling.·

\1hile th;"'a.ctual' proceduresves tahlishedbyindividualpatent

departrnent.s- :inay,';vary: consLder abLy 'from:' Loca t:io:U:,-to"loc'at.Lon, Some-»

'gen'6'i-'a'lobser-va't'iOri.scan>-bEt; made,

The primary- res'ponsibiTity for·: i-rfitiat.Tng review' 'of>ah',:Tinieht:ioh' i's·

placed upon the inventor. A standard Invention Disclosure form is

providedfbr the inventor to describe theinventioil to'the localpa.tent

department. The Invention. Disclosure is" genera'l1y reviewed' by' at least

6neteehnieal/bus Lness expert, who provides specdr Ic guidance to the'

-pa't~ri..t,;'pro;fessiona-i----- making the declsi6n'-~·:This.--- rev'iew,-:at·:'sOme

locat-ions;i:-is:cond1.1.cted::s'implY :thrOu"gh a wtittehquestionna'ire, at"

other.' 'Loc a floris; ,': by 'anfn'Eervl.ew,';,and.',still OthEh~'locati6ns by' a· review

October 03, 1983.
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Prot.ec t.Lon ,.of Tn verrt.i.ons-, in I!?M

'~_!I'b,? 9E?9:i.p i.9.J1.-> 0]1;;' g~YJn~.rl:"!=:'9J IJlain:t:en<3.:DQe': fe,?s" Ls ,gJ.soa prImary

u; !i,?spqm?,i"b:i),.J:.ty" :aftp.I=::: J?:~.A.<:, O:J.:'9 aI1~zCi:'tJ9,I),:<CtI\ci A-,:3:¥eye d. .ot: f ,1:l:te:;p:I=".i,g;ina I

PTf..,C ,4~cj.p:i9,n; \Vhi<;J::1:, was ;roe].Jt:::~911e§t,appye~·; 'h:, schedu Le. ~s .ffiSiJ-I1:t;Ciiped f'or

each i!l:4.i.yi9-.tla:;t.'.'9.9l1ntry ;indiq_Ct:-t:JI1g".~hen.::a PCiP,tA,._~u;tCi,:I=" pa:ten:t:,:sh()u+9- be

con§ i<;1!?,:t:"~.c;1 Jgr:j'l1():r1r:,paY,lT\e.D-t-"., oJm,a::i:nt,lZl1anCe J.ee. ;This 13ched1J.IlZ Ls

revi§,w",q per;Loq:i,.paHy,by th""",pproprii3.:t'" ,PTACtq as sur e t)"l"tautom"tic

~hl?:::9-§!CLs.Lon-iof. wl}ere :t.o:) ,:E iJ~: .counnerpar t s .. ,is : .. p:.t:"im§lp;lY:., a

res pons ibility of the PTAC organization,. Along yi,t)"l :the portfolio

strategy, 'each PTAC develops a counterpart strategy based upon the

needs of ,thei,r p",,,tipl'la,, ,t",chPOlogy. This:, ,s,trate9y,typical:ly

add:~,?J3,$eS ~< .$:~t pf':,·,PO}';lD..!:,;ri.?p.- o(,p,rir;n<3.,:r:y i:nt~.r.eRt,. "';rhe,_<de,gis:i..on, for

filing in countries other than those':0:E pr.irna.ry int:.t3~,es·~,- -i,s made ,,9Y

the manager of a patent department assigned to look after those

P§'J·t4·CJl).?-:~_;::99UJ),t;ri,?s;,,:.', yli,tp. }:",ey-;l"ew···py!. t'l1:~:' assoc Lat.ed P';rAC

Page 5October 03, 1983.

Tflvent;i,.oIl,' D:Ls9Iosure', is" a~$'ign,edw:i.l1'C:::0nCluct"asmuch o f. ,<3. pri.o.r art

13 earch,a9_ he, .cons Lder.s .?ppropr,iate " .bas~,q.,: UpOJ,l,his ':'vJ.~W: of, the

invention- and, ;tJ1e guidanc~ q i.veri h im byct.he. t~ch-nica:Llbw3ine~s,

evaLuatror..• , ' :In' t1).~, pr0ge$S of, rcachi.nc a,' de.c i.s i.on., .tihe inventors are

g",per"lly provd.ded with an exp-LanetLon oi'the,reasonipg behind the

~ d,eG:i.s,ipp wh,ic1l..may Lnc.Lude a di.scus si.on-of p,ri9r,a,rt;;,or a discussion of

busi.nesa .o.r- :tec,h:niCiiJ merit". ,The Lnvent.ors are. f9rmq.1IY,<;ldv,i~e,cl..::of':; the

.¢I.ec,::i..,si:o.;t1; ,:py;~le:t·te:r: .:in l8ilPh::c,:lpe.



Prote,ction 'of Inventions in IBM

reviewing patents, IBM has a computer data base which collects such

information as which products the pat"I1t .rcLat.es to and whether the

patent has been used in, .Li.cens.e neqot.Lat.Lons,

The IBM, a~proach to ma~ing decisionspn invention p~?tection is the

resu 1t:_ :,pf, pVEL:t;; :,t~irty:yearp :o~, ;,evp.l).lt),.on,., We believe,:thCit .:~':ts: succes s

comes:from'a.: "good'balance: between 'ce"ritr'aTized 'dfrec'ti'Ori: and Toea),

responsibility and flexibility .

October 03, 1983. Page 6

165



166

In the U.S., the question is not really whether corporations
evaluate inventions made by their employee-inventors, since
virtually all companies do so, but is really one of how and
to what extent they make such evaluations and what ground rules
they use.

Virtually all inventions made by employees of compan es the
U.S'~ reCeiVe careful review and evaluation priorto'tlie filihg
ofa patent application. Ge nerall y , this reviewis~ndert~ken,

or at least guided, by a patent attorney. The .patent attorney
acts to implement the philosophy of the company as established
by its management.

Speaker: A.E. Hirsch, Jr.
AT&T

SUMMARY-_.--.._."-..",.."'~

EVALUATION OF INVENTIONS
SUMMARY OF U.S. PRACTICE

Commi ttee No. 1

Evaluations are deemed necessary because of the relatively high
cost of securing a patent and because of the time and expense of
preparing the detailed patent specification and drawings required
to meet the standards of the U.S. Patent and Trademark Office.
Moreover, because of the first-to-invent system used in the U.S.,
there generally is ample time to make the evaluation. Unlike
the first-to-file system, there is no real necessity for rushing
to the Patent Office as soon as an engineer has disclosed what
might, or might not, be an invention; Rather, we have the time
for careful evaluation, provided that we make proper records of
what was done. The result of this screening and careful review is
that rna ro osals never mature into tent a lications. Often,

•.....•...~...... .....-:-. ~.

techniques and ideas that are not selected for patenting, are plac d
in the public domain by publication. This provides a degree of
defensive protection by preventing someone else from later getting
a patent on the invention.



In:gene:raY, patents are sought for inventions that provi de

some competitive advantagl'to'the, company. Jhis'advantagl

may be in the form of an exclusionary right to prevent others

from us i ng' thei nventi on; for exampl e,from entering thefi e l d

or dtr e ct.l y c omp e ti ng, wi t h 'a' prod uct. Patents may be use d' in a

1 icensing program 't ha t vp r c vt de s royalty income to th'e 'company.

Others use patents to demonstrate' company, achievement as aid in

neq oti a ti ngC ross 11 ce ns e a qr-ee me nts with ot'her s . A por tfol i 0

of .p a t an t s: may be used for other bus tne s s.vre as ons , for Ixample;

to fac'i 1 i tate" j oi nt venture agreements, mergers ,and SO on.
Of course, patents help to,enhance'theC:statureof,thl' inVentor:,

or the company, or both, by establishing a public record in a

forrn'recognized"arbOnd thl worldij

Alt ho uqhva decision to file a,patent'app'1 i cat i on at some companies

r e sut t s in a reward"of,'money:to,the'invlntoc"""this 'facto'r-has

almost no bearing on'the"decision toC:file~

The mechan,ism'employedfor:mak,ing a de c tsfon t'o"f'ilevarie's from

company t occ oinp ahy . Theit ndiv t dual ' papers' pre s e nte'd by the members

of this panll'demonstrate'the,variety.

Many cOmpanies empower the patent attorney to make the decision

aft e r con s ul ta t ton' \;,ri th the in ven tor; c ompany 'rna na qemenH t h'e

,licensing 0rga niz ati 0 n;and ot he rs'intere sted in' thei nven't icn'

or,prbdoctinvo'l ve d, The deci si on, of eo urse, is made within

the framework of the corporate policy.

and othlrs; Ust nq this"comrnittee t e c hn 'que; r

control of the balance of the overall portfolio of patents'i~"

maintained. Frequently, a separate committee is established for

Ot he rv compant es employ-a committee,;o'rgroup 0'( exp'e'r t s; to'r'eview

e ac h-ti nve nt.i on and make'thefi,ling de cisio n 'on the"basiSof'overall

company pol tcy, For'exarnpl e, the committee may b e- made upof

ke ti sHcen si neg ottato r s
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each pr-oduct d.tvi s.ion. Th.ere,generally is one member wh.osits

on all commttt e e s-t o provide coordination.

Yet,othercompani,es leave the decision entirelY to·the product

and: mar ke ti.n q or qant zatt ons. In these. companies .t he managers

decide,whi.ch. patents wouldenable·them better to ma i n t a.i n their

p.o st tf on int.he. market:ortoreceive·,royaltyincome, The

patent attorney. advises onl yias tothe,.ji.kelihood 0 s ecu r i nc a

Patent. on the selecte d invention" and to the sc;:opeof t he cl aims

to be:exp,ected.Thissystemis.general1y used when t he rp r od uct

d';'yi.sion is/billed forthe··patentwork;

When the decision to file is made by a,c;:ommittee, or,bYJa'market

manager, a written request for patent action is provided.to the

.pa.tentat,torney. The. atto rn ey: then fil'es t he.ip a t e nt application

a SJr,equ,est,ed. T:h ereaf-t er, t he at t 0 r ney ke e ps: th e, in te re s ted'

parties apprised of the progress ofJthe,prosecution"

One the o,th e.r, h'a n.d, when the pate nta ttor neY:! s.rre spo ns ,i bI e for

.;"",",iOo9· the :dec,isJpn: on, .beha 1f"of: the. c omp a ny , different procedures
may be employed depending uponc,theJPartjc;:ular,~o~pany,andits

organization.

For: the. smaller c omp.a ny, and par ti cul a rl y, one. wi th a.si ngl e or.

c,e.ntra],locati on, the attorney. may gather,the necessary: opi ni ons

dire.ctlyand.,inform.allY. The opinions are evaluated an.da"decision
is made.

In o.thcj-. companies ,. pa rt i cu l arl y largeroneswith,manydivisions

s~~ttered,aro~n~ the·~ountry, a moreJstruct~red,arrangementis

used. Ofte:n,wr,ittenevaluations a r ev.pr ep ar.e d bY.different

thin the, C;:pmpa d circulate.d for review"

-,
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Decisi.ons to' ,file in'f.oreign countries are usually made in a
fashion simil.arto t he one de scri.be d above for domestic
appl ications. Typically, t hecdec tsi onvt s made some time after
U. S. filing, ~ut,withinsu,fficient time to permit filing
under the Paris Convention.

.In my, ,c.ompany,wherei n the U. S. patent .at t or ney., the foreign
patent attorney and the, licensing organization'are at different
locations, a system of written c.ommentsand recommendations is
used. Initially, the domestic attorney discusses the invention
with the inventor and other technical people and prepares a
foreign filing recommendation ~ased on expected foreign use
and other commercial considerations. The foreign attorney reviews
the recommendation and records any comments ,that might ~ear on
the foreign filing. For example, the attorney notes any divulga­
tion that would prevent foreign filing in some countries and may
render an .opinion on the scope of claims that might ~e o~tained.

These comments and recommendations are sent to the licensing
organization for review. The licensing organization formulates
yet another opinion ~ased on the expectation of licensing value
a~road. Each of these organizations suggests in their written
comments the countries that should receive patent protection. The
foreign attorney then reconciles the various opinions. This is
frequently done ~y telephone. Possi~ly, in difficult cases, a
meeting attended ~y representatives from all organizations is
necessary to reach a final decision. In my company, all of this
is usually completed within six or seven months of the U.S. filing
da te.

Nearly all companies, certainly all those represented here, continuous­
ly, or at least periodically, review their patent portfolios to
determine whether or not continued maintenance ~y way of annuity"'" "",'"",., ., ,.,." ,.,..+.,
P nts is warranted. Some companies maintain computer files
which serve to remind the attorney of the need for a review and to
provide up-to-date fee data for each foreign country. Decisions to

169
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ma i nt'a tn are<made' after, .anevaT~ati'on :si'mil'ar:.toifhatdescribed'

above. That :is".patents'arereYiewea todete:rmTnewhether:they

are'$'a.ti sfy;:ngthegoal s 'oft,he 'company "whether'i t be the

prov is i ono'fa'n'eXCTu$ ion ary ,r i'ght, 'royal ty i'ncome'':: or other

competitive advantage.

It is hoped that this brief 'outline of U.S. practice will pr ov tde
some ba'sis for 'further discussion by the panel.
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EVALUATION OF INVENTIONS

.raparie ae Group, 'Commatt'ee No ,

T. Mine (TOSHIBA).

Y. Awakura (AISIN SEIKI)

Y.· Ootsuka (TOYOTA MOTOR)

T. Ohno (MITSUBISHI RAYON)

K. Oowada (NIPl?ON.TELJ::GRAPH & TELEPHONE)

Y. xoyasu ,(FUJITSU)

H • S~ifa:(sEikISlJltiiEMICAt.)

H. Nagayoshi (FUJIKURA)

K. Hosaka (HITACHI)

Panelist: T. watanabe (AISIN SEIKI)

H. Saita (SEKISUI CHEMICAL)

T. Ohno (MITSUBISH RAYON)

S. Suzuki (TOSHIBA)

Abstract

It is indispensable in the management of patents to adequately

evaluate inventions created from technical activities in a

business enterprise and to treat such inventions on the basis

of their evaluated results. According to a survey by the

Patent Management committee of Japan Patent Association,

85.8% of the member companies responding to the questionnaire

had already performed evaluations of inventions and/or .patents,

45% of them had indicated differences resulting from the post-

rankings and have .managed them.
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This report will introduce those resul~sqn how to evaluate

inventions and how to check relevant points for evaluation

as well as the statistical performance in the ~ttualevaluation

of inventions by Japanese enterprises and the statistical re­

sults of the treatment of the inventions by employing the evalu­

ation results. Further, examples of.:the eVa'luations,tanda'rds

and formats of invention which have,pe,e,n ac.t.uaLl.y Cipopted .by

the various enterprises will be introduced.

It is remarkably difficult to evaluate an invention positively

according to f'oresi{gh¥~ rt~\is:' al's-b:iinp(),~t.id~{,rto ~pe:Cify'a

format of certain type to evaluate an Lnverrt.Lonve ffid c derrt Ly

and to settle on proper evaLuat.Lonvst;..~n-Pflr:9~J; ..p·f?~ra;.:t:-::l:oH
policies for evaluation, and proper evaluation manual.
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1. 'Preface

Accordi,ng to the. f,urvey. of member colllpaniep. b~the..Patent
Management Committ.ee. of the,J"apan ]?aten1;Appqc.ia.tipn
in January, 1982, 85.8% of the member companies have

p'erformed:,the:·-'evaluationof. i'nvepticns 'and'p.atent:s::'in

var"iolis':fb-rma.t's,~nd:though the ;enterpri'ses'-have':great

iute-rest: in such ~valua.,tion work"this therne'has;,.never

-been discussedatp"st'PIPA meetings',.

,J"apar.contempl"tepPecoming technical. independent coun t ry ,

":rd,J"ap,,nese applicants have.na;turallyper.formedevalua­
tions.of..inventions ,;Withthe,.i1?-prease,oJ Lnvent.Lons as

by-products of active technicallievelOPlllel1t ."nd.h""e
carried out adequate and efficient patent application

and examination request as well "s providing appropri"te

compensation to inventors.

In order to m"ke large profits by utilizing inventions

created by the research and development activities of an

enterprise, it' is of course most important to obtain

exclusive rights by patents. In other words, it is

necessary to file " patent "pplication to obtain adequate
and strong rights for an invention, to follow necessary

intermediate procedures and to maintain such rights after

gaining them. For this purpose, it is necessary to

study effective and efficient evaluation methods.

Most enterprises have carried out certain evaluations,

but their details have not yet been identified. However,

with liThe Evaluation of Inventions" published in

Information Bulletin No. 111, which statistically sum­

marizes the actual status of the enterprises of the

member companies by the patent Management Committee of

the Japan Patent Association this year, actual data

'c••." ..~""~."""~.,~.•" .... o~:n,: ..t:::h:e::.....e~"v:..~aluation of the inventions by Jap"nese
enterprises can be introduced with ~ef~;~,;wce·t~"·~outal········"·"······".,·",,""·t,,..·~·".~.

- 1 -
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survey results on the evaluation of inventions::in.. the

enterprises, as summarized in "Inventions in Enterprises

'ari.~f":Cbritp~hs~t'idh'i'issh~d }j:y' the Ja:pan 'Institute "of

'irivJnt'ibri""'arid -IrthbS:a'-eldn Ta'st'year.

united .S'tatie s ent.erpr.ises: have:filed few.er:-pa:tentapplica­

:tions:';,from"theirownSt'ates as- compar-ed, 'with --Japanese

'-',:enterprises; .wi.t.h respect .t.o the. population: per, 'invention

and the relevant .e c a'Les df.,.9,nt:erp;rises ,but·this,could

be considered the result of the severe evaluation of

inv~~rl:ti6n;~':: ;Accd'rding;l:y;' :th~-"actuarda:ta'ofthe'evalua­

'ticni':d'f'in',,~nt;'idrrs:'in' iArite'rica:h -:en.'terprises ;'c'ould b'e
i'd.ehtif'ied' arid '·:2i'df'i'vated.' :t'o :irriprove-" :eval1i~ti"6h'by

:"&dp'ar;6'S'C "c:n:t~~fI?r:Is;es .

- 2 ~



2. Significance and Purpose oft~~ Evaluation of Inventions

(1) Significance of Evaluation

'Sincecotnpeti'tIon among enterprises has' intensified

and activities in research and development have

'also increased, 'a number' of Lnverrt.Loris have been

~'reat'cid;"bY'vari6\is enterpri'ses, but most enterprises

have evaluated these"invetltio'rlS from 'the points of

view of technicalities', rights~ economic aspects,

have r-anked ,thern,PY,t-heir~~ya~:uati<?nr,esults,and

have variously filed, not. filed, or publicly

disclosed -

Tt'l.s effective with regard'to':feil1::Edrcement of inven­

tions to 'c\§.ri'fY:'; the ranks of the inventions and to

.concen t r a t.e .Labo.r Ln order to e:}{pa~d"t:x:nportant inven­

tions. SomeenteFP~i~~s ~~ye a PO~~9~ of filing as

many inventions as possible due to such reasons as the

'es,tablishmen't, of: pr i.orvappLtcar.Lon rights" of a reason­

abLe vnumbe'riof app Ldcat.Lons, and the'encouragement of

inventions for inventors ,:'but it would be difficult in

this case to manage precisely the requisite application.

Inventions do .not; :originallyhave -eq ua.va Len t; value,

but the degrees of the contribution of inventions

'to bus Lnes s' :a'r:e vari.ous , 'and "art 'ir~vention should

accordihagTy be hand l.ed' in 'relation to its content

and quality.

Consequently, the judgement of the value of inven­

t,ionsshollld,b~,,per,forme,d uI1derpo~iqies according

~opred~te~~~ned stan~ard~, ~ithout i I1 s t a n t a ne o u s

evaluation merely cons~deriI1g~he,~nfluenceof

the eyluation ,rE,su,! ts.on, agi"en en-Serprise,..

- 3 -
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o To obt,,:rn good j,{dg,;;'ent on how tb treat the

'prbposed invention :such as f{li~g, iriact

of filing (for the internal stock" piling of

,~now,';"pq'iN,. ?r: .. __np_t.;fiJ_i.~g~,lle. tpt:pe La ck of value

~1(,J:il~:~~)Cl:,:o.r__:,PlJ:Pl~c:, d+?C;L:9s_':l~,e:~

o -:Wef~~j\Il:~'-' a:p~l'i"b~tibb: ptos"ebu't'tc;h: i;o summarize to

i'rri:~'t'-:rt~ri't ;~J?pi fb~ttibh"S:

company's technique

c Ddscu s sdon.cofvwhe t.her . f or-eLqn -appLi.cat.Lon is
necessary'. o r.i.not. .and.-t.he .s e Le.c.tci ori ,:of:"countries

for -appl'ic:ation:

o The settlement of wasteful examination requests

'and mad.nt.eriarice ,':Qf,:rig:hts

c con,:tp~r:sq.;t;;,iqn, to ,tl),~inve,ntor_.~Hp-mp~,nsCl,tion for

':lppl~pa:17,iqn., compensat.ion, fp~ r-eqj.s t rat.Lon 1

compensation for actual resu.J"t~)"r_;_

- 4 -

.Pur-Lher- r,;,",'

c '-':irrip'i~~erri~rli'~ i'ii' ':i'ri\i~ri,t:i~'rl:s :-:artd""'the1'f"::procedure
~:ri;d furfh~i-ari;c:e'of':'t'he':'c:fea:tl:6n 'e/:E 'de?s'ire to

in':'ent or develop due to the feedback'of the
~'~Ya.:fuafn;'ri ;1:6:' fhe "d~p'~ftrneri'~ wh:ei~: invented.

The purposes of the' eviilu.atibn 6f:'the"inventi-cms

are to find,bett,er ,iny~nt..t.on_$" t,ha:f:: .Wif,l". eventueL'Ly

res.ult J:P,. prQ.f:i t)~j"fP:J::',:_;~rlt~rPF-;is??_! ,FO. hand I e

.Lnvent.Lons; .. .fr om tJ;lE.,yi,ewpoi,n:t.._of ..t:p.ei,r, Lmpo r t anoe ,
'.' .",""_ '-','" ',,: .', '" :.; 'i" ..' '." .. ',::.:<:,:,i,) .." ,.... ',,,-':',,.,',.;", "'" .. ,:'.... ,_,>, .. ,

,o/i~:h:hJ:1 _~rl·9in~YFj,n~~L ,fipq,- pat.erit; depar:~,~E:lI'lt:_~_, and to

."pr_?d}lc.~,,!3trp,ng:pCi;1=~pts,.: .. Mf)l:~e c;oncTet-eJY~" the

fo}:l:O~t~:9,pU:FPsse,!S c.'?~: .p?r Fl9;:r:~-t+_f2d::

'fir Purpose of Evaluation
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(ll ,Evaluation:, 'Procedures

~~ in~~~~ion_b~qo~e? va~uab+e for an ~~~~rprise when

it is established ,as a p~t~nt and iSastually used

by the enterprise or the otherso Not all inventions

have-:always,:contr-ibuted:-,to the ;,profits-cof an enter­

prise. 1t:;'ls.; tberefore;:, ',necessary"for an enterprise

to reevaluate the invention from its creation through

the lapse of the' patent rights on ito"As a result,

the ~~F~.!1:_ Patent AS,,~ociation.~"ha~~.. ~~_arc~ed .tp~._gpjects

):or 367, Japanese companies, 8508% of the total number

of: enterprises answered the questionnaire. ,t(),,~J,1e

e~f~cf-:-:£ha:t--they' have·:been evaluating inventions; the

analyzE!cli:-esul ts acgorClJrigt:otlletYPeS, of',ip(],ustrial

fields: are shewn in 1Fig~: ',1.

~atio of evaluating enterprises

Total
enteq~rises

--Me-tal·-and
mechanical

Electric
~ machine

'"tu
.~ Chemical

Construction
and miscel­
laneous

- 5 -
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%

6.8

industrial,

14.2

No

4

6

~2

52

30

Numbe.r t of
compan Les

%
Number:' o f-:

.,comI'an,~es: ,

'1'te~~ Per,formant€! cif evaluation

Among the ent~rpr\i,~,e,s, 93. 2liI). ,the rneta l, and

mechanical industrial fields, 87.2% in the electric

machinery field, and 82 ~,O-%> 'in: t.he Ichemica.L field

have carried out the evaluation of inventions,

p r ov.inq that the" evalll'at'ion'-'of'-'inve;ntioris is of

'~Jb'staritf~i iinportarkeill' t.hosetent.e.rpr Lse s .

- 6 -

Table l' Performance'o.f -evaLuat.Lcns

The results of the survey of types ·ofthe

'-,fields 'are .tahown in detail in 'Table 1 ~

--'Thus ;-whether",evaluat.Lorr -s tandar-d sr or- e'vaLua tion­

'~tand-a:Td:-docurnent~>have-beeriprepared in the

~nterprise-swhich.have evaluated Lnvent.Lon s has

been-surv-eY~d. The-Tesli-l-ts;',are shovln' in Table 2.

Construction and
miscellaneous

Metal and

In.E:l..l: hp,n.i,~_Ci,l

Total enterprises

,,~ .. __~J_e,~tl:"i,~L"~'~'9:bJn;;.
.-<
w
.~

e,

180



Table 2 Evaluation standardcaccording ;tp presence

or abaence of, evaLua'ti.on timing

(Numb f...... . .... er 0 enterpn.ses)

Items
Applications . • ••••

App},~ca- Fc>re;~gn Examina- Inter- Annuity Compen-
t.Lons .. ap;pJ;.i9a- tions mediate payments sation
.. . -r tions requests prose- for exe-

Type of cution ourdon
industrial Field~ s~pes.- , . , .

........ . .. .. ' . . .... . ....•.

••

Total enterpri se s 282 255 278 146 236 225

•
Metal and 80 75 81 48 70' 7j
mechanical . , ...... ·

......
•

: __ til Electric machine 84 .76 82. 46 ...•. .. 66 .75
'0

---i-'-!

·-,.;:l Chemical 104 98
.

104 48 .. ' 67

'"
Construction and .'. ·

misCellaneous 14 6 11 4 ..to · 10

.........
.. .....>

•

As a result, evaluations have been performed most

at the patent appliC:ationtiinea.inon.g the patent
appltcatTbIls:::tirrie:>;; fb:d::dgri?'applica'ti'bri': time, exami­

-hatlbrt:'--i'eq'u.'est: time /"l·rttermediate prb'seCl.ltion time,

and annui'ty:"payrnent':'tTme.-

The result of the survey a~ to whether. established

evaluation standard documents have been prepared or

not as with the, ·abbve"case's'dividedaccord:lng to

the appLdcat Lor», :fbrefgn :appTica-tion ,,<examination

request, intermediate prosecu.tio'n~'anniJ.itY)payments

and execution of invention compensation times is

shown in Table 3.

- 7 -
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R?~alty Compep­
payments sation

for exe­
cution

104 144 40

30 38 10

46 59 19

26 42 11 45'

2 5 0

Applications

(Number of enterprises)

Fc:;r~:'±9n ·Exam'ina:i Inter-
appiica- tions mediate
tion.:s" requestsproce-

cution
¥,tf:P.~

6

37

45

49

Items

,':l'i.s ,~?:;,pon~J::!qpel1,c;e", '~V,Cl;l-llCl;1::~9.n __ S:~ClP.¢l..aFd';:clPCpI;nents at

;the: r-~~:~:lt: pr ~xequ,~iqp c,o,rnP~~.ns,Cl~i9n.. :t,~rn~,:,have been

e~eC)lteq:-rnost,~_q,9q:r:,4~ng,j:.h~; to,ta~>:and:,.;i..l1cl,i,vidual

fields of the enterRr,:;i,se.:s,,;i.:P.m.et,a,l; .and- mechan i caL,

electronic machinery, chemical, and construction

and'miscel1arieous~ffeids~

,EVc:i1.ua"tipn; ,s:tFt-pd:ar~:l~ .documents havevaLso:p~E::!n employed

: Cl:t·",t:f1e~~arqi,p-a:t,:~()n :r~qu~'st a,n.<t _appJ:i<:.~:tic)ll: time 5 by

tp~;:~pt,l2rppi"sgs,':.

Metal and
mechanical

application or patent, the items can be considered as

listed in Table 4 from the these points of view.

- 8 -

The items for the evaluation of inventions are

required to be those which can appropriately evaluate

the examination, technicalities, rights, economics,

Electric mach~ne

~onstruction and
hiiscellaneous

(2) Items for Evaluation

Table<,J :E'vciluati-6n :-s'ta:ndard documen.t.s vaccor-di.n q to

p r-eaerice.co r abaence of evaLue.t-ton t'irning

Tota~ enterprises

~

'0aif-,--------+---+---t---+---t----+----1
".<

"'

"Type of
industrial

182



The evaluat~ngtime is""a~:;;o ar'e, ~I'!lPortantfactor,

and can be considered at the invention, application,

foreign app Lf.ca't.Lon , 'examination'-reque~T; ..:tight

maintenance, __ abandonment (or. ... annud ty.cpayment.).,

licensing, a s s Lqrid.nq ,and'license comperrsat.Lon

times ..

The items for the evaluation of inventions in

Japanese enterprises wili'be described.

The Japan Institute of Invention and'Innovation has

studied questionnaire results for 400 enterprises

in Jap'an ',' iri'1979 for II Compensation and Inventions ­

in ·Ente·~prises:"_.. This __ surveyhas,been executed­

foY,-:the itemsappended'wit-h "*11 in the evaLuat.aon

i:tem:s - in 'Table 4," which items have been regarded a:s

being more Lmport.arit-et 'the~ evaluation time by the!ir

s e Lec t.Lori',

The results ofthe;suryey are shown in Figs .. 2 ..

In the Coordinate axes in Figs.2,the first to

third ranks of the seLeot.ed. evaluating items have

been listed and indicated for the number of

replies. From Figs. 2, the importance of the

evaluating items varies:~eperid~ upon the evaluating

times, and will be briefly described.

- 9 -
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. ~ Idea and cause- of inventions

* Originality of inventions

* Novelty and inventive step

Fields

Examination

Table 4 Ttems' "'of'evaluation

Items

184

Technicalities

Economics

Compensation

* Degr~e of relation to~own co~pany's technique

* Influence and advantages (development of
tech0iques):

* Diffic~ltyof inventions

* Prac t Lce L advent.aqe s Lt.echnLcaL evaluation)

_ Presence. and complet~nessof know-how

* E?c~vsiyenl?,S,5·:C~.f r:igh,t:s (qpnt~oAlability)'

* 'J?re,senpe:pf,: .repj.aceanje t,=Cl)ll:i,ques

* U:tfLi ty. of --cpnven,tionaJ t.echndque s

* Restraints on other cqmp~DYp>~echniques

Easiness of discovery and proof of infringement

* -Per iphe"ial pa':tent ':sta t us' :Of"own: company

* Di£ficu~ty of execution (fo~esight of
e'x~2ut,ibnj

* Ratioo'f r-i.qh t.s residing in product (utility
ratio)

* A9yertis~~g effects

* ·Life-'o.f7""right,:s technique. (ennuaL. reduction
rate)

* Saving

Size of market

Possibility of licensing execution to an other
company

Foresight of license

Degree of effort in invention

Evaluation in occupation (position and duty)

Contribution to the enterprise of the invention
(people, money, and products)

- 10 z:



Fields

Social, aspects

I~ms

PUblicity

_Saf'ety

Danger of:public pollut~on

(NOTE): The items marked by "*" have been surveyed by the Japan

'Institute bf'Invention'and Innovation.

'iori<:fine;.lityii Ls "most ser IousLy ev~iluatedi:;"and when

an invention'~'has'been 'jua-ged::to show:"';"novt::dty and

inventive step", a preferable "Ldea-and cause", and

a large 11execution advantage 11, it is endorsed

CD nApplic:at:i9I),'~ "tim~

The'" p'r'oof\O:f'a' :'''in '6\Te 'lt y 'and;:'inveil1:ive' 'i:ffe'p"" is noted

asa',:.- :req'u1renrent': 'for'-' p"at"e'ntability' 'as -t,he:" 'criterion

of jlldg:LI1g whether the invention dan be filed or

n6'(~:"-'~:rid'-::th~"Ol:-;igi'nality: of rights'! and';~!'executing

;aa.:"a::nt.age's';li -- 'afe":' .not.ed 'li'eit,-~

® "Foreign application II time

Since t.he proof of "novelty and inventive stepll as a

'requirem\'I1t forPatentabilii:.Yhas'alaready been
judged at the,'app;fl.'catJ.on"t:ffue",: -hiis',fne:ss':'values

such as "exclusiveness of rights," and "execut~ng

advahta-ges'( 'have "bee'Ti"gen'erally' evaLua t.ed',

- 11-
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~.,.0" "Exarni.nat.Lori request II time

Most, encerpr.Lsesvser LousLy evaluate the "execut.Lnq

advantages", judged as the mo st, important . item. in

determining the necessity '<of::'obt.aining patents.

The " n o v elty,,·a'ndinvElnt'ivestep'II' and "exclusiveness

of "rights ""have ·then'heen'evaluated'~

In ord~r to maintain the rights, it is necessary to

have the right to profit by the invention. The

"executing advant aqe s" have b~en rnb§·('s~'fiousl-y

evaI uaced., _an.d"tl1e." _'-~c:::oIfs:tra Lnts _. on : o t he r .compan ie 5 II

and the .Ld f e ofthe~eC;(lI1iqll~ icpveJ;~cl, loY j:he patent

cCC ~;Slfe noted,

® "Licensing" time

When a company I s patent is "i{cen:~ed to an other

c-9.ITlP~nYi tlj1l2;:,' " e x f7- :C::Ht .:!.- n g, advant.aqe s " have .been

~v.a.l1Jat.ed,:p.s,;:i.~pC?rt,c:l_~tbut t,l1.,~_ 11 excLus i.veness of

ri.ghb:;"":,al1d,,,I'profi,-t;- amourrt". ar-e then. evaluated as

;'_'§l.ls9'yery~.Lmpo r t.an.t; , ,K,uF::tl1.er" n~he;d,~9re:~ of

relation to the ~.9mpan:yl.s,,:,te:C::~.-J1iqu,7,1~1::i.,s... aLso

discussed to judge the possibility of licensing.

(j) "Assigning" time

A, ;s~q:H~P<::e:.:, .of eva:l,t1at-i,~g .Lt.erns. s i.ma.Lax t.o that at

the,licenping tip'eip~mployed.

® UEx~;cq:t;i.on c,.qmp~li!3ft;:ttion,I,I"",_ti~~(th.e,;_por~lpa:r:ty' s execution

time) II

The amount (raito)" is also importantly
" " ,-" . , ',I"" ,

evaluated as being of progressive

the items are similar to those at the licensing,and

nssigning times.

- 12 -
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When evaluation accords with the evaluation timing,

the number of replies for the questionnaries is concen­

trated in the sequence of application, examination

request, rights maintenance and abandonment, and can be

considered ofimportance"int:.his sequence ,

Normally, every invent~on or patent has been

evalUated, but it is i~port:.a~t t~ evalu~te other

relating -peripheral inventions and patents indivi­

dually as a single invention group. It is also

important to obtain unitary evaluation results for

the invention group created from the specific

developing p ro j ect;

- 13 -
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Profit amount
(rate)

Life of·.techniques
patented

Relation degree to owning
company's techniques

188

100

Constraints on other
companys' techniques

- 14 .r-

Noyelty and inventives

Execution
advantages
»>

/

Exclusivenl'ss
of right.,.;

\
Ratio of rights re s i.d i nq
in the product

-,



Originality of invention

Lde'a. .andc.cause .,' ofvLnvent.Lon

Profit
(rate)

Life of rights
techniques'patented

Relation degree to owning
company's:techniques

Constraints on: other
companys': t€C9niques

Fig. 2-2 Application time

- 15 -

Novelty and invcntives

Bxecut.Lon
advantages

zxcLusIvene s s
of rights)

200

, R~tiO:, A¥ii~fl~
in the 'product

18.9



Originality of invention

Execution
advantages

:EX91us:iY_r:=n~s:s:.._-­
bf·rights

-Novelty, and-dnverrtdvcat;

Ratio; of right's residing
in the product

Constraints: on": other
oompanys tt.tiechn Lque s

- 16 '-

R7~~ft~n;?~~f~~~o?wp~ng
con;pany'l s_.:te,sp~_~gues

.eudee cand cause-ref invention

; Pr-ofLt; amount
(ra,te')
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originality' of invention

Idea and cause of invention

Profit amount
(rate) ____

Life qfrights
t~chnique~pa~ented

RE!lati()~d:eg~_ee:,to owning
company" s,_t~chIl~ques

Con,s,t:r:a"intis on ether
companys' techniques

- 17 -

Ex'edition
advantages

~~~il:i~~~k~~~~",
ot"rights

Ratio 'ofcrights' reslding
in the product

'191



Originality o~ invention

, ' an(i,causep:!i: invention

Profit amount
(r:a,t:e )

L~~~ .. 8~,:::r;~gD~:s
techniqg~~_',pi:l~en ted

Relation degree to owning
c.Q.mp.any:~_,s:,.tgcl!nique~,:

200

Novelty and inventiveness

'Execution
___ advantages

excLuscveheee
of rights

Ra~:~,o,_P,~"::i~gh:i:,~ resi.d.i.nq
in 'the product -,

Constraints on other
~~~p,~n'/s'"_':~~-h~~ques

- 18 -
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193

Ratio' of' right's re'siding
in the product

E~e_c:u\ip~
.>: .'adva·ri'tage s

Exclusiveness"
of rights/

/

- 19,-

Iq.ea,.and',causcOf- -Lnvcrrt.Lon

Cohstraints:on.other
companys I:, techniques

Relati?n, degree.too~i~g
company I $t~,~~p+~1J.es" .

;OrIgInalIty qrinventIoh

Profit
(ra;l:.e),·

Li.fecofvbecbn.i.ques
patented



.OriginaTity: of .Inverrtfcn

IC?,ea, _and.cause .of Invent.Ion

200

Profit amount
;'{r'~'t~f.

Life of techn;~::~
patierrt.ednev \

Relation degree to owning
';~_Qmpi:iny:t':S:'i:te,chnique.s; -';-

Constraints- '" on- .ot.her
companys.' - techniques

194

NoveL ty.rend ,'-;inveritives

Execution
"advantages

J
'-:Exclusi-veness:­

of rights:,'

"~~tIg:'5~j{:r1.g~~~ ;r~~·l~Jhg.
in the pi'educt



Life of techniques
p-tented

Relation degree to owning
company's techniques

Constraints on other
companys' techniques

- 21.:-

Execution
advantages

Exclusiveness
of rights

Ratio of rights residing
in the product

'195



(3) Evaluators

(al Organization

i)96

An invention created in an enterprise is evaluated

in an organized~~t~t~matched to the evaluation

purpose at the respective times from the creation,

filing to the executing compensation after the regis­

tration of the :Lnveriti2Jti'\Th ':.the- '~'rJ.tefpri~e.

The actual:Evaluatorsare provided in the organi­

za~ion as a patent department 'only, a patent

~dep~rtrrLent + other department, a patent department

+ committee: an:ordinary ~epartment, a committee:

or an 0J:.'dinar¥_.depCirtmeJ.1t + cornrni ttee .

Table S'shows the results of the que.sti6nnaire

.~Y1:~e272 e~te.N)r~ses e~:p\l1:fdJJY the .racan
Institute:of,,_Invention~~d,:'I~novationon the evalua­

tionorganiza~i9n~foitherespective evaluation
t.i.mes;

- 22 -

.'



'""'~~

IV
W

..

Table 5 Evaluation department at every evaluation time
. ' ... .,

~
1. Only' 2, Patent 3. Patent 4. onj.y an 5. Commit- 6. >An or- '7. :Miscel::'

~ department patent depar t.men t; depar-tment; o_rd,i,naty :" fee dinary Laneous :.:,

Eval!at.ion, times
department +:an'other + committee department departrnerlt "

I' .......
.. department '. ; .. + cOItlIllitfee I'

16
. ... I .•. 5

..'
1. Invention 38 76 32 .'

....67.... .'.
1. ..

•••
....

2. Application: ioo . lin 46 < 9 • 25 a ..
4

.

..
.'

••
.

•• •
......

3. Efamination requests
.

55 i57 38
••••

..'11 '. 18 ' .
I ,. 3 ••.•.1.. ... ......

4. R~ghts mainte,pance 51 149 41 • . 9 27 1 I 5 "
and.abandonment

•
I

'"(~nnuity payments) .. ., " ..... ..
I. .....

••• . .. • •
,

5. L~ceris.i:ng
;. 16 139

. '
36

•••••

. 7 30 2 ' . I 14 .•.•.
~ .. . . . . '. ' ..

•
.",

• • 6 ..
. I6. ~fsi~~ng 12 .: 13 0 -. 33 28 2 12. .

. c • • . • .'

7. E*ecut~?n __. ' 13 42 110. ..'
.

6 79 15
.'

7
ocmpensetri.on . .... .. .. ... ..

I

B. Fbre:lgn. applications 28 136 '. 56
.....

. 3 28
•••••

4 13 .. '" ... •• •

. ' . I,
3 5 ': ••. 4 ..• <.,.0 ..• 5 0, ..•. a9. M~scellaneous .: - '.' I •



evaluations\are

in the' gen,eral

performed by

P on."" " dE'p,artTIlelnt,' which in tiurn is

system depending

results of the a l.'Lo t t ed

finally.

Luac a.on ; which Ls oxd i.nar-dLy

~ccording to Table 5, mpstenterpr;ises h~ye the

de;partment: +,: an_,~otherqepartment s Lt.uat.Lon at

~he respective evaluation times, e~cep~ ?h~

evaLuat i.onjsnd execution, .compensat i.on times. From

~his, it is understood that the se+~o~sness

bf>the cvaLua t Lon is pursued by common

- 24 -

..
evaluation for execution compensatib:n:<tirne~

it is:':::ne~:~ss:ary"to evaluate the invention from

many points of view such as examinations,

techniques'; rights; and "economd.csif fe Ld s , and ,­

it is difficult for one specific pe r sori;

Therefore, an invention is evaluat~d by~perso~s

who,ha~e specialknowle~ge of the ~esp~6~ive
~~ai~at-ion pro'cedures allotted for the evalua,;",

t.Lon i,teI'(ls. A method of qerie r a L'ly summari a.i.nq.

the eventual results of the evaluation i~

?rdinarily adopted.

in other words, an invention is ev~luated by

t.he patent depart.ment; '~r:t the e xani.i n a t Loni'and

Fights .f i.e Lds , by persons in the teshhical

depar-tmentwith -speciality in the releventi

techn~cal field ~,and main~t by ,t~e _bus i.ne s s

department in the: economic: :field-so as to'

specify the economic advantages and profit i
potential.

. (b) Allotment of Evaluation

198



(0) points of Consideration in Evaluation

Tn'order-t6< p'erfo'r'rh: an-adequate evaluation,

the evaluator should fully' understand the items

of the respective evaluations and the meanings

of the' evaruatLon Lnformat i.ontand should

n;y.~ssarily_;seriouslr-. ,_~()nsider the necessary
and accurate 'information for the respective

: '. ,-' C',-",' "-' J ,","',
evaluation items.

'lrithe:' examd.nat.Lon f:ie-ld:,:' the'evaluation of

patentability>should be raised when an invention

ha's'a'new'-and'large: subje'ct matter, no s im.i Lar

public' 'citation ,'and a' h1:gh possibility of
'r~gfs-trat,:rb'n.

: -,Tn· _tht=,-:,t~chI1ical fJ~cl¢1i. Ci:!l.-j ~:!lyention which has

highlltili ty", .technicaL compLe t enes s , and

development potential should be evaluated

highly.

In the right field, the invention which has

fundamentally high exclusiveness should be

evaluated more highly. An improved invention

is not necessarily evaluated more highly than

a fundamental invention, but when an invention

is indispensable in the execution of a funda­

mental technique, it sometimes seems to be

important to the fundamental invention, and it

should also be necessary to consider its con­

straints' on other companys' registration and

protective effect of the own company's

technique.

In the economic field, not only the possibility

of execution by the owning company, but the
·.··.··..··.~.c.· .

life of

- 25-
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accuracy of the

and the improvement

is important, to

evaIuat:i'on-- 'of' t.he invention,

- 26

and, t.he pos s LbLLi. ty of Li.oen s i.nq 0 other
cOn1pa~'ie~:' a~~'d 'th~":;:~:conomic effect on the

~n,t~,F:p:;:,:~se., ~I1cl: ~·t.:s:, p;,pf:i.J:.s,. can' be evaluated for

-the, Lverrcaon,

of the evaluating capacity and the standardiza­

tiqn} o f.. jth/::! ~ eV,a,J.,:~~,~qr,,',~.re.:n.~c.~,ssary. For that

pU.:r:po.?~ ,co.it;-. :~$'~Jr.npoJ·tant,to-,qe~ply understand

:}::h,e )??,tent: Law; th~i.St~ndards"i?f Examination,

-:t;echl1j..cal Leve I (p'ri9:t".::.s:t.?t;e.~<:9~f the art), and

the trend of application,s,hpuld also be always

observed. On the other hand, the microdivision

and: we'lghbing oi",,:the i iteni:sof 'eve r uat i on should

. he:>de'\iisedto 'e'nable:' 'standardization.

,2,00



4; Utilization:oL Evaluation..Results

(1) Importance of the Utilization of Evaluation Result

T~e ,p~~poses o~ the ey~1~at~o~r~?iges in the discus­
sion,of the content of the invention as the results

of r e searchjand de.v~lop~ent::I "t:hec1,~c~sion on the

"emedy.to adopt the invention, the completion of the

+~9Si_~:P~()t~qt~?!1?f:t.he ~~~~P~l?S of the enterprise

.( tg whi ch th., ~~y~Ilt.or beloIlgs) ",nd the contribution

. t:~ th., d.,y.,lgpmentofthe busin~~~:If the results
~ ..'- " ,", ._, .,' . . . '. - '. ,-.,",. , ..

()~ an .. :.~ya;L\le.t~9l'11?~:r-~9rJ;ll~d,with ~~pl§!rl~_es cannot be

carried out unless the evaluated invention is not':.- .:: ..: - .. ',; "',' ::':. .: .,',' -.;- ',-"'/,, -'.,," :'-',:::;' '" ',":- -:,: .... ," , -: :::"",

~ ',9-q.~q~at~iYCiqtiy~t~~:·th~~e purposes ar-e not met ,
.. '. - -..- ' .•", " " ;":',: .:. ",,' ::; ,'::- -:<' :.'-:C',.' ' '.,-•.' ' .. : :', :' :'<:", ,::,;:',.

In"_a,,v,i,.~y? of the., n~v9-1uat,i.sm9:f".1::p~iri.ventionII as

the managi~g activity of a series of PLAN, DO and

9,~Et,:,:j=n~,,'I~t:i:~,~:;?;~~i9!1,of t~:,.l7y~l~~t~d results II

·:·;9~f;e.~iJ~~,4,~,::}q,.t,ee ;;~~. ~I .

On'the other h&nd',. 'asthenurnber of"inventions to be

evaluat;ed'f's grad-uciily .1.nci:.'e:a'sinci'a'£'·' present , it is

'ilktt1.lr'~1-t.()":;e~~iuat§::-tnvehti-ons':'atcbrd.:Lng to pre­
det(Jtm'ihed;Standards and"to:'tt-e'at the':results
according to their importance. In general, inventions

'whicl"1"have':hlgh: itnpbr:t.ance·, rttediUm Lmport.ance , and

low importanceckn b'e classi'fiedint6<three ranks,

and are differently pursuedand\ltil:i.~ed.

(2) II Invention II Time

The evaluation differs between the case in which the

patent managing dep'a:rt~erit'~hahdlest.'hEk evaluation

and the case in W:hi911 ,:it Clgesnpt do so, and also

differs aC~9rding to tpe,p~e~~~c~ or.absence of

r eevaLuat.Lon at the.appl;i,cati<:m t.i.me in the patent

. pa"en" department

handles the evaluation

- 27 -
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202

(a) When the patent managing departmenteither'<handles

the matter or does not, but the opportunity of

reevaluatlon exists

The ~val~citio~i~suits can'belargely sorted

Ln 'tb t:h~:foii6wlng fwb:'p6irits: 'j'ha't is, they

differ accordin'g to whether 'a proposal or peti­

tio'n is submitted t(r-:the':rriiinag~r'-of':.eheinventor

-or the'ma.nager of the patent department or not.

:-T6g~fhei \.11 t:.h'th~ 68rit~rlt~<bf' 'the:' iri;ention,

the f~6ogriifioIi of':th~:'Iri*ikrit6r(~;j', ~ierical

matters such as addresses and the like the

8~~faiht~/'6f"'sur~~¥i~g':t1i~ piiof'art, and the

posKiJ;j'rj ty'o£"'exe81lti bri' 6£ t.he' i.ri*,flhti.on are

-'~\raiJ.i3.t~c1/:but; iii ~um"-;":;the:''ji.idg~mknt of whe-

ther the invention created' at the field is to

be submitted to the patent inanaging'department

as an invention 'o':E th;~' etltei-pi-i'§Ek:6£"hot is

must be made, and the invention should be

treated according to the results. A special

jUdgem~ntof 'patentability must frequently be

. made by the patent managing department.

(b)When,;the,pat,e,n;t mi'lI)"!sring,dE!partrneI)t hand Le s the

mat t.e r. and no reevaluation e x.i s ts . up to the

applic::a;ti()n", tim,~\,

(The same as the next "application time")

(3) "Application" Time

(a) Degree of Import"!nce

"Th~' d~gjre~:"-b:Eimp6'rt:2111ceof-jthe-'inv~I1tion should

be '~v'~iGkt~d:fin~li.Y a'cco'rclirig 1:6 its contribu-

--ti6'ri'to'::th~ but::'since 'it. is frequently

"!nd

- 28 -



(b) High Importance

The-,inve'ntion' is evaluated -to"obtain :effective

rights and an application is field. In filing,

various 'Lterns such as confLrmat.Lon and correc­

tiOh"o::E specifications, 'c l.af.ms and drawings,

'urgency o'ftha application ,seTection of

Eiftorney or' agent', and'disctls'slon of the

possibility of foreign applications should be

sUfficiently discussed.

(c) Medium Importance

An invention of' this rankfs checked for the

above.' i terns I but the degreeTs not so severe

as in the above .•

(d ) Low ImportanCe

An.invention< should be. adequately handled

according to reasons such as: uncertainty of the

contents of the invention, incompleteness of the

invention I' lack ofpate-ntabili:ty~ pr,e'sence of

prior application in the owning company, no

possLbd Li tiy 0'£ e xectrtLon ; -unnecessary rights to

be· obtained (IJutnec';"sary t() p,,';vent rights by

otherbompany ; "houidtheJ.nv';ntion be publicly

d i s c Loaed. ) .

(e) Special Invention

An invention which does 'rib't'- ccii-respoI1d to the

know-how or o t.he r Lnvent,.Lens of" the enterprice

shall not. be .. fiLed , but the following procedure

s ha L'l be clearly r e a soned opt.

- 29 -
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(4) "Por'e i qn Application" Time'

. (a) Nepessityof,''Porei'gn nppLicet.Loris

Fo:rt;;;":i.,,g,n,pppl;i,catJpJ:"ls,. y.r,ill "fF~q~e:ptly be necessi­

t.at.ed YJ:hen ,p,l,a,nfoJ::',.13fCPoFti}lg,:the product or

t:e:cBniql.l.e: __91:" a. PClss;~b.il:i:tY;,,8:E: manufacturing and

?e:~t.ing t.he prod:us;:t;.thJ::'oug~ a, .compariy in a

fP!:~gi.n 90untryexis.ts ,.

(b) High Importance

The invention may H~':flie~ ':irFfd±-ei~n: country (ies) r

,btl"!:. n,o:tn.e:?,~s?,Cl:r-Y .',- h~h~n.,.tJ:le, inyentionis once

c hos e n r.o be J.iJ-e.c.1 ini::l, J.9re.i,gIl country, a

recheck o"f the s pecLfLcat.Lons, claims and

drawings, and selection of attorney or agent

should be carried ollt I , ?,Pe,1 the-I?0ss~:bility of

peT and/or EPC application procedures should be

se:l.e_c.:t:ea··:tog.ether M,ith,-,the· 'selection of countries

;for: fdI ing.~

NedLum-tarrd. Low "ImpoFt;.ance

(5) IlExarnination Request ll TiI)1~

..

j nventLons , e;<:c~.p::t" ip.,,_ p ar-tLcu La.r circumstances

,Il9t, .filee-.,Jp+.o.-p~i:g!l __. PP\l,Tltr+~s, but shall

sometimes .. be. filed due to poLtcy reasons or

duties in contract or the like.

High Importance

An::appt i b 'a t i '6'A whi 6 h : has elaps'Eia for one year

and::thr'~e mb'hth:~:'frorn'<the"filihgdate should

be suffi-c:'i-ent:iy::'c'hkck~d\f6t 'contents since it

amendmentj

the timing of requesting the/examination should

- 30 -
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;he<cautiously;discussed and:theexamination

~:request t.henvsubmf.t.ted .

. (b) Medium' Importance

ItE!Il1!::> simi,l,a:r".tpj:flE! above items should be

checked but shall be carried out in the ordinary

way.

(d) Low Importance

~n'_E!xamiI1,atipIl r eques t; s hal l, not be field as a

rule. It is notedth~t most application of this

rapkfrequ~ntly~pproach,thelimit of filing the

exami.nat.Lon. :(q'll~:Stanc1,thCit, if this chancei s

~g~:t, ,.~l;e., app~ic,~1::!-on,<:::arln() Lonqer obtain rights.

Th~rE!fqre,it ~s neq~s:s~*y,~o p~9secute the

judgement of the applications eorresponding to

this point of view.

(6) "Registration of Right or Maintenance, Abandonment ll

Time

(a) High Importance

. AI),., :applicat~.9p,eV9-11li3;ted at tibd s point demands

concern over wh,ether,the annuaL patent fee

(annuity) shOUld be p~id to est~blish the right or

not of whether th,,~nnuities for years to be, when

established, decided or not as well as whether

rights should be ~aintained or abandoned at

the time several years have passed after the

rightshave'been established. Since the rights

of f o.r-e i.qn patents are particularly expensive,

different factors from the rights within the

nation; shall be consa.de r ed . Consequently, the

- 31 -
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(b) Medium Importance

(a) Difficulty of Evaluation

important the:,executing',,'advantages, and further,

the life of:technique:patented ',",:presence of the

technique to be replaced, and constraint on the

techniques of o cher rcompande s , :df they are high,

the rights should be certainly obtair and main-
:" ",,' .",'-',,';' ,": :",,,, ,,::, , -.. ::, :,''':

tained by considering 'thes~ f~¢tors.

- 32 ~.

The results of the evaluation at this stage are

similar to those in the above paragraph, but if

the; rights aig'h8-f yet exe'but~d'~t this time,

thefe is 'less p8dsfbiiity of eX86ution in ques-
; ,,": '

t.Lon , but';iri fac t , the'rn'inimurrr":'fee required to

ritaintairithe rights shbUldbe'paid to frequently

est~biish':o'th~:r:Lghts'::'fbr :'the" mbinent. But in

case 6f'tbhtimb~ti6n~ or abarid6rnnment, abandon­

ment' sri.hrr: be': d'is~us s ed .

It would be d i f f Lcu'Lt.vo t judge the contribution

ra~:~:,: (~al~e),:p~;,e,I1t",~i9hts occupy in the sales
p~ofit efo'~ one ·p'~oduct. neceuae a certain p r o-:

duct -i~'~'il~'~eit;s6met.i1Tles la':tg-ely depending

upon bfi~ink~~ ~ffort~, a piu~aiity of rights

may e;}i~t';iti', 6n:E{prO'duct.';-:"and.tbe advantages of

the righ'ts;' :frt1~:be'ntiy~'arinot''be' clearly identi­

fied' i'ri.'ori'e p roduc t .

The activation' :of,' .r i qht.s depends fundamentally

upon the: execution" of t-hec own i.nq company IS

t.echndque e si t he. most' frequent' activation form,

hut t.heexperrs e s required for the establishment

(7) ,"Activation of Rights" Time
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of therigh·ts ',::'caI1: -be' relatively'clearly calcu­

lated. But the value of existence of the rights

'can be diffi'cul t to calculateinprec'ise amounts,

dueta' the above' ,reas'ons'{: and the opporunity of

the hext::lice'nsln(~rand vassi.qntnerrt; becomes One scale

of the royalties 0

(b) Specialty' in Evaluation

Sve.Iua'tdon.ofecot.rs :in:the case- of licensing

or assigmnentslargelyoccupythe excuting

advantages, Le., marketability 'and profit

rates: and entangle the ownerls t~chnique

'aridiela'tiorishlp~s,":iri't.hebusiness' field.

On the otherhahd, the counter~value of the

rights is calculated ~y,7\lbtracting the

amount calculated on th~ basis ,of the evalua­

,t:ion of· the above factors. by the expenSes

requir",C\for the development and for the

establishment, maintenance, of the rights, but

is further affected ordinarily by power rela­

tl'On' to compet'ito'r's", :--:so'l'vency, and evaluation

based on ·the <factors irrespective of the sub­

stantial level 'of the 'invention, with the

result the tights can be evaluated from the

point of factors other than the above evaluation.

(8) uFompensation to Invento.r (5)" Time

(a) GenetalFacts

The·situation regarding compensation to inven­

tor(s)is largelyclass'ified Lnco three stages

such as application, regis~r~tion, and execution

times, at any of which the compensation is

in the owning company, but application and

- 33 -
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¥12,000

7,200

4,700

¥4~, 300

700'

2~100

Pa'te'ii'f

Utili lOy model ~

:'Des'i:gn'<" '

There are single compensation and combination

compensation with mor.e .t.hen ;'"t",!o,:but combinations

at application and registration time are the most

fre:qUe'iif~ and :t::tie":cornp'E~ns"at:i6n'::'a:mountsare gen­

e·tally'high ':In:''srnafi- "a nd imedf.urn- scale enter­

p'f'ise's' .

;,:(.f!.r.Q.m ,'r:IJ'l.'yeJ'l,t,i.ons, Ln enne.rp.r i s e s

a:n,q G.QITIpe:n:s:a no-on". .:i 9.~l~e,Cl: by the

Ji.apa;n ,',1n st; it,u-t,e qf,;,:I::nYent ion

arid ,J:,n,noya't;i,qn

- 34 -

re,sri,stxa.t:ipn·.:tirnE:_ ",co.mp~ns:a;tio:rl are called "ordi­

.rracyvcomperrsatid.on '~:_'which arg.-·frequently constant

compenset.i.ons, Execution .ccrnpenaac.i.on is frequently

c ar-ried out ·in r e s ponse .t.o theexecutio'n. Further,

in::,the" case q~,. pat::e,nts .and ll"t.ility model patents,

the compensation s:ba..+.l: be."soIIl~:ti:rn.es performed at

the invention, examination request and publica-

tion times ,>'b,u"t-,tl1,is; ie.s; r-a.re ...

In:; a;IlY::,o f::,<the :?lbpyeo: "th:r~.e>_s:t:a.ges,'i: comperisa ti on

s:4a,11,,:'9.6 :.mad,6',::, o:r-. 's4~·11,._,::p.~,:;,:q;a,r;t:'ied' 'out in two or

~'" ,-qne;·:s::t,~'ge,::;,"·.

(c) Compensation Form (Ordinary Compensation)

i-{'}J) ,: ·qQP'lP~IH?a,:ti.Q.n' ~:rrtPU:n:;t;_Er ::;'O:rc1.~Ili3-:17·yCqmpensa tion in

-:', :a.;v:er?:ge;::dc-n~, 3Ji13i. companies) ,

:;ii~i?i~cat'~oI-icl;:' Tt~'e' ~'keg'ist:f'~ti6n II Time
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(d) Exec:utionCcmpensation

"Of. the patent rights obtained by enterprises,

rei'.i3ul t.s compensat.Lon sha l l be frequently car-

. ried out (approx , p.7 or more) in addition to

th:e :'or:din~ry c()mpepsat~onon the,baSis,:;O:f:: the

re'gqlCi.tions for employee? I inventions: in', case

the :executlng ~advaritag~has'been re~ar~a~le,

wit.h a large profit obtained-a ,For ex'amp'Le , the:':>'" : .. ... , . : .d . ",': "

avenaqe amount. of ;results compensat.Lon-obaarved

according to the type of. the business. i.n· the

c~se of patents is> listed inTC[ble6 .Ln comparI-,

S(?!1 ;with the ordinary comperte'at.Lon,

- 35 -
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Table 6 Average amounts of various types of compensation observed
according to types of businesses ~-.

Maximum limit amount in Naxdmum p_~Yn:~n~:-a~_()u~~ in
Applica- Reqd s t r a- regulation for execution 197B for '~esult~ compen~
tieD t.Lon time compensation (thousands aat Lon __ (per :~me, ca:"c{
time (thou.... of yen) (thou~;~nci~ of y~n )~-O .

(t.hou- sands of m C tr- C ((i.e s::: '"sands of yen) ° C
~

- '''0 C
,,".~ .~ >,"..-1 .~

yen) "'c"" m & tyl c.:..j.J m
C " "

C :~ ~-:;g C
.,...j 0.. u ID .~ ID
C E ill U m s:: S.ill U

6 ° " .~ m 6 0" .,",

U ill
,.,

" o ·'w ,."

enterprises 4.3(368) 12 13G6) 380(204) 410 (141) 400 (1071160 (150)
_._--- ----
Ne t.a L and

3.G (136) 12.5 (.l28) 440(81) 550(53)
mechanical

540 (44) 150 (64)

1170(52)
nl.cc t r i.ce L

3.1 (93) 8.5 (92) 260(59) 290(41) 340 (25) E63 (52)
machine

Chcmi.ceL 4.(, (115) lEG (102) 450(45) 270(34) 250 (31) 160 (23) 880(8) E54(30)

Construction N
4.1(34) 16.6(:)(.) 330(11) 370(5) 0.74 (9)miscellaneous 310 (16)

( ~()f_:': eI}"te':rptises

(From IIIn~en:tion~ in ~;nt;~rp;rises>' arid

cornpensation ll issued by the JAPAN

Institute of Invention and Innovation")



5. Varying elements of eva Lua'ti'on-YesuLtr

The, priority. sequence :'of'evaluation,:'items is determined

according: to the'; :timeswhenthe-inven,tion .Ls evaluated,

'arrd:,the:"evaluators',",are. .rep.lacad as described before.

Ac'cording ly f .wherrvsuch: an: 'evaLuat.Lon. .sys tern is employed,

the inventiohis'seq:uentially' corr'ectredu.n evaluation,

and the preferable.result which has no difference between

the eval.ua't i.on result-,and the .r e s u Lt;' canvbe obtained.

~,,?\Vev~r-,,,~ the ,,~c~ual s{'tua,tion' is not always limited to the

evaluation results, but there is sometimes a considerable

difference between the evaluation results and the real re-

.' ;su,l:;t~;,,::b_eG-:9-:tls.~ t;1),~~e,:are ,':f,a~:t9r;:s::wJ},.tCl"l,ivary, such the lapse

o:;["·t:ime.,,i'1'l:,::th:e: Ln fo.rma t.i.on ,,:+qre:V"~Iu,.;i,tion.. In the case of"

:q.:,-:systern wlJ,:ic::.h,. goes.: .-not:~respqf;lq:'"tq,ya]?:~,atipn in ;i.nforma­

tio:r;t""tl1e, sY,S:,tem i:t?e;l,f: ,,:ha:;;;,,<:C!, qef'ect:" :and,::i t is necessary

ns9 .Lmprove .i,;1:,; •.

(l) Causes and Remedies fo+:,V,qr,iatip,D:;,,of,>Information

.(a) Eceanri.netai.on (Pate"t,abiUty) Fi,,}i'l

. -': : ,':.: ~;":' ""): " " ,:': ,

verrt.Lon shoul~,:,h:~,~,e:noveity, and the inventive

;s~~Pr,~rior a~B~iq~iion by a third .party is

~hereaf~e~ lai~~op"ned, with the result that

there sometimes occ~rs a,prq91e~ in the pos­

sib:Ll:L~;of th~ r"gistration. In this case,

the invention should be considered for the
-"",;:' ,',:: :.:"::

p;qprie~y o~,~~e ex~~~~ation r~quest, the

~~~~~~ q~ the exami~a~~~n re9~~~t and correc­
tion. F~rther, the'application for the inven-

tion should be SUffic~ertlY<?9~s~dI?jda~ a
seiective or utility ~nventio~ of "th~ prior

a third

- 37 .r-
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informationcdllect arid
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;Ericonbmic: ;Fie'ld;'

Th'e;,:-ihfo-rmat-i.on intechnica'l f i e.Ld s varies as a

prog:r,ess,'o::fthe r'esearch. -and deveLoprnerrt -which

xelates'. tq· Lnven't i.ons, -made' -af,ter'.application.

I-'t1: .c.ase : t.he -development.'and,::::the. -llo:ve'l."utili ty of

thet-echnique,' which: relates to the- invention are

d.iscover.ed.; t.hecevajuatidon o-fthe invention is

e nchanced, On:the"contrary,in< .caae.ia. f-ar- more

exce,llen~ technique to replace the invention has

been,' deveIopcd , the evalllat.i:6;n of th'e':in'vention

r educed ,

~Tt -is' rlECessar",:!';,-.to consi.de'r meansvsucnvascaban­

rneht:':'6r: ,:wi:thd'i'awaI of.--the' --":;:i'ppT'ica.:t-ion -fir-om the

pdiht's"bf';v{.ew-o,r .::thestra,tegy- 'cd,' the' 'enter­

prise during tihe'<pe n i-od 'form :the· filing of the

application to the laid-open of the 'application.

:~Ari',:',inve'nt.idrii::·whi-dh'is riot :6f'dbvious';'value at

the time of ,filing can be clarified in terms of

~i"t~: :~:tr:~e vafu;~::j~'ti:~(),U9h<the processes of trial

pr~'ci'u~"t;+on, :I?,~~,~~~:~~on and sales, i.e., the
~~ies V~lum~ ~f the;executect; prOduct, the amount

6f.profits;'the foresighEof iicensing royalty

to' t.l1iid':':Qar£Y, etc. Theri~ it'ls effective for

an.e~t~rpiise;to select the' e~tablishment of

right~;~t::fhe time Wl"l~J' th~ e~~6uted product of

fh~ igve~ti.6h' is unveiled "lii:';th~ market by se­

le~tI~g:'fh~;;:~i~:ing ~::larid.riation request.

(b) Technic:al ..Field·

irrespective of the evaluation timing, and if

It is

"" >! :"""',,
Cqllection and ~nalys~s of-Informatlon
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the information is Lnsuff i cdnent; ort~~,'?1?-al~s:i"s I s

mistaken, adequate evaluation of the invention cannot

be performed. An',invention .wh i.ch has already:been

laid-opened can thereafter rediscussed, but there

is no means of remedyorice the'fillingof the
a.pplicatioIl isstopped6rctheinveriti6;; is publicly

.d i s c Los ed , 'Wh~ri the "'iirevgrsib~e pibp~ities of the

evaluation f~~ults::'a:re cori~id~iJd',: th~ bb'llection and

~u1~ly~i~ Of: ~nfor~ati~~,:.at t~e:":~i~e"bf filing should
be particul~rly carefully cori~idered.

(3) Selection of Evaluators

Th;;evaiu~tors (iri the d~p"rtIl\~nt)ha,je>d~tailed
'kri~wi~dcj~ik\~h~ii own t~chriic~i fi~ld~, ;"'but fre­

~ueIlti'l d6n6t h",,~det~il~d iril:.~lli-~~rib~in the
::6th~f "t:.~d~riic~i fi~ldd. 'Thil";8a:u~~s--th~~"~valuation

to lack 'value. If there is an error iri'\:h.e judge-

__ f:I1ent of th~ e~,a+ui9.,t0:t'",7' :th,~s s i, '!=\l?-tioq results,

even if an excel l ent; ~yalu.atic:>n;,syst-ern, i,s adopted,

in, \'lil.'iteful effect.",

Co"~eql.leI1ti~,the ~"aiuato'; who ha.sl'';~~1.1~nt differ­
kri6~ bet~e~rith'e e~~iuafi6ii'Ci~~uit~ and'the r'eal

iJiul£s, if i~}Ae8~ss~iy f6 ~harige 6r ~dJ6ate the

evaluatq:r:: .,

'c',
(4) E"aluat;ion F:eedback

W'tien "tBe<1i f te::r:eri6~ 'b~f~~~n .... ~ -Ehe e~a i~~ tion re s ul ts

birid':the" i~cii r~§~lt~ i~"iarge, the ~~~luation system

shOUld be rechecked'. That is, the "c'ause~hould be

ti~gJd to dbetk 'wh~th~f:'tl"ie infoi~a.·ti6n is insuffi­

cleri:t"6i not ,~h~th~rthe ini6imatiori is 'in error or

"'riot~ "'whthelthe~vaS~~tion'-~t~ridard~aria items have

or not, and 'th~-'r~sults ShCnll(r"g~"':'i~'fle8t:~d in the

evaluation system, thereby improving the system.

- 39 -
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6"~' :Advantages"'of'Evaluati'on

(I}, Cost Pe.rfdrrnance'of.Evaluation

The reason for not.perfo~ming,eYClluatio~,is consider­

ed as, due to the a9tll~~~i:rc:um~eren<;es.of . respective

e!}~~fJ2~is~E;,. but the merits of the case of not eval-

It is rieedLes s to,~ClY"th,Clt."tl:~ evaluation of inven­

tions is a neces s aryjand .in:tp0J:"ta~1; ,business in the

,~ClnClge~ent of thep?tents in ,?n enterpr~se, but is

no~ an in9~sp~nsCl9~e ~equirem~nt in the procedures

for ClfplicClt~9n. I~ other words, application can be

performed even,witho~t llevaluation". 14.2% of enter­

prises have actually filed applications without eval­

uation at present.

~a!~Ifg'

ered.

ipv~nt~on ganqqt be intentionally consid-

:tn."generi:ilTy~ wh~I1 evaLuatLon i~ not performed, an

irtventib-iJ.:" can' be filed''iIl1Il1ed:[(i'tely upon" its creation,

but there may be a p.robLemvi.n the; cou r se 'of later

processes. Even case of execution af.ter the

a ~§i~ger

rights.

of prob-

Ci:rE! regui;r:ed.eral

On the other hand, in case an Lnvcrrti'onris evaluated,

the invention can be delicately and severly evaluated
, ,. -

in various stages from crea.tion to ex~cution of

rights, and the above ,problems avoided, 88 that true
: ,".J." ..' ,",' '.;. .....: ,...,.....;"i:" .. , ,,:', '.':,"',' -. '~'':;'. <.. -. :'.:- '.:' -: ':.. t;

and ,Il~~e~Ej<:irY:,:ffectivef~~~t e::;~abl~shr;nt can be
~erf~~med while i:Il;,;addit~(:l~,~(:l the n~c:e$!;;ity of

evaluators or evaluation time ~(:lr eva~~Cltion, the

collection and maintenance of info~mat~onto be sup­

pl~,E!cl ~PE t.he E!vc:i~uCltionandVar:-i,o,usExpeI"l:ses for the

(sev-

- 4.0 <-
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HoweVer;: bbe vpur-posesv-of the':pat-e'nt'-obta.iIting activi-

- -ties,of,enterprise-s- are--to, gaineffective--patent

rights which can be truly activated~ and to consider

the possibility of execution through evaluati9nJ there­

by providing very good cost performance.

(2) Merits of Evaluation

The'merits of 'evaluation can be'listed as follows:

(a) 'fhe, rights on': t.ru Lyvi.mpor t.ant; inventions can be

e f f ectLveLy acceLexat.ed .by .an enterprise.

(b) Obtained rights can be effectively activated

along the policy of the enterprise.

(c) Maximum managing efficiency can ,be contemplated

as the results of the above paragraphs (a) and

(b). In addition to the above merits, the re­

flection of severe advantages based on evaluation

results can be indentified from various data.

CD Activity state of disclosed information

(Table 7)

GD Examination request rate of patents and

utility model registration (Table 8)

CD Publication rate of patents and utility

model registrations (Table 9)

o Ratio of foreign applications (Table 10)

- 41 -
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Comments: As a result of severely selected

app Ldcat.ri onsvdue 'J to-evaluation; the

;I1umbei:>,',of -.inventions; 1 Ls t ed :,' .in.

disclosure reports are increased.

i~n,llal • '76....• .:. '77 . '7$ .: 79
.'

'so • '$1 ". '$2..... ......
...... -Number of ." .. .

.. '( .'

utilized
•••

144 '..762 . 2,t4~? .3.231 4.,7,39,. "p.~ 7~.3: 9,401
cases

Number of
utilizing 40 50 59 ." . 64 61 71 109
enLerp:r.ises
.....•.. •••••• ...... ..... •••••• ...... .....• • .: .: • .....
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H(FroIn-,the ... Annual Patent Repor'!:. fOI" ..19,82)

Table 8 Examinationr~quest· FatiQ,.pf pat,~n:t:S

and utility ~odel applications

x 10,0
number :of e~amination reqeusts

number 'of applications'

(Not.e lc Examination request ratio (%)"

Comments: The e~amination,request rate at the

"tirrt'i' of filing'h"s,,, tendency to

gradually decrease due to the

performance of the evaluation of

inventions at the time of reqeusting

ex'a:'rri~-riatlons,' s',iric'ereque's tsar·e'· '-'{

reduced to "the truly~ne¢essary

a.pplications •

Application; 1974 1975 1976 1977 1978 1979 1980 1981 1982
year

~,' ~ '~' , " "~' ~ , '" ~ lr-: " ecce
" "

" Si1l\u~taneous, ; ,-
ID '1- fi' requests ... upon 20.5 23 ..1 19.1 17.5 15.7 13.8 12.5 11.1 10.0

"

"
+' filing , , ,m c

"
, ,', ,ecce, -; .:

~ ID

+' +' ,,'" , ' '" , , , ',~ m '" " .'" ~, '" I " , ecce I ,~ ~"'" ""mm c, .Requests at -ID 69.1 68.6 - - - - -
" fd.na.Lcs t.aqe..

',"" '" ""', "
-

" '"
,

0< ,

ID
, , ,~

c S~multaneous

"

"0 requests upon 24.8 29.3 24.7 23.6 22.1 19.4 17.8 16.9 15.8." e-,
+' +,\,00 filing ' .. ' , ,'.m ." ....c .... ill

.

.g., -·'7'i:f'd
~ , .... I ....,. ,', ~.. ~

ro g~ Requests at
66.1 67.1 65.7 65.7 66..4 - - -x< final 'stage r-

co
,,', . " .' J '. '.

,
•
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;List; for pUblication ratio after 1972

Pat.en'ts utility models TOt-:al of
'patents and

Domestic For~~gn Total Domestic Foreign Total utility mode is

0.. 55 0 ..61 0.57 0.43 .0.52 0.43 0.49

0.57· 0.59 0.57; 0.44 0.52 0.45 0.50

0.54 0.58 0.55 0.45 0.47 0.45 0.50

0.56 0.58 0.56 0.48 0.44 0.48. 0:51

0.56 0.59 . 0:56 0.48 0.46 0.48 0,52

0.54 0.'58 0.55· 0.45 0.44 0.49

0.50 0:58 o:51 0.41 .. 0.45 0.4T 0.46

0.54 0.62 0.55 0,46 0.48 0.46 0.50

0.54 0 58 0.55 0.46 0.46 0.46 0.50

0.54 '0.50. 0.:54 0.42 0.42 0.49

0.54 0.56 0.55 0.47 0.46 0.47 0.51

Commerrts r, ;,'.5:0}%,,or ,!'{tq:r.:.e. _Q:E:;;;l;::.A~_::p:u.p~_:i,~ation ratio is

ITlaiJ;ltaiJ;led by; ·;sever.ely .s"lecting the

evaluation of _;t:.l:1~,,:e_~qrn~.n_ation requests.

(From ,t,he-, Annual Patent Report for _1982)

Table 9 PUblic'ation ratio of patents

and utility models

number of publication decisions

(Note 1): The publication rates of patents and utility models

~ype

'79

'80

'81

'82

~nual
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Table 10 Foreign Applications Rat~o

~ 1978 •.•• 1979 1980 I·' ·1981 . 1982

...•. . ' ... .... ..... ..". . .... •. ..........
--Domestic

'Appli'cad..ciri's:' . 349·,823 36-0:,024' '382 ;805 417,240 440,219
number

Foreign( : .... . ........
ap:plica~~cms::" , ..38;,3,57- : ,,.42,,{)4,1 45,062 I .. 40,978. 47,103
number

Foreign
. . ..

appl.1cat.tons: .,'. 11 .: 12 .. 12 12 11
rat~,_:,(:s) ... .

••
.... ... .: " .... ..., ...... ... .

(Note): The number of foreign applications is counted by the

~9~£!I:?f cr=r,tt~_~,~d::'2()pie,¥\;is,syed"from,the Patient; Office.

Comments: "<'A srib~'tari~ia:il~':~c6n~ti~t ~ppi'ication rate

is ,~~t~:fai~~d})Y:>th~,;:::~:~eC~t~?n of evaluation

at the time of selecting foreign applications.

' .
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(3) Problems of'Eivcilua t.i.on

The effectiveutilizatio:n and .ac't.Lva t Lon of---the

eval.uation resurts"should be 'considered' 'Oil con­
dition that th,e eva l,uat.Lon is adequate :i3-.ng f3~VE,u;e.

The contents of an Lnven t i.on can 'be" g'raduaily
'improved due-Eo the improving "e ff'o r t, of·theevalua'­

t.Lorr -crLteriawand' --evaluation--methods:, , but ,in order

to(further:, perform 'highly accu:t:'i3.teeyallla~:iqD(·

,;-~~~q_iCl:L. .€'!J :E.o:t:':t)§> .i3.9Cl:lnf?t" ,t:h-~ "~9:LJ9~:iI'l_9_,,P~,(J}).:!,~.~,s.

are required:

When evaluation of ,an invention is ~~~~y~niently

and eff~cti~ely perform~d a plurality of

depqr~~~I'l~s,~uc~,ast~e:iI'lveI'ltioncreation depart­

ment, relevant technical departments, and the

patent department.

However, even in the case of identical evalua­

tion criteria and the same evaluation method,

irregular evaluation results can always be

obtained.

These irregular evaluation results depend

upon the technical background, evaluation

circumstances of the evaluator, and differences

in value judgements, and should accordingly be

adjusted.

An eval~ation committee system is one convenient

method, but its members are important, and final

evaluation, which is, for example, reflects

business judgement and enterprise strategic

- 46 -



(b) Maint.enance and"l.ltili'ty"bf'i-riformation as

eva~uation and judg~ng information

The evaluation of:an invention;can vary with

the contents of the: eva.1'ua'·tiOil items and the

~e(~rree: :?f,~lUg(),E:~aJ:l~e",at,t!"le ,re:I>~ctive stages
of' evalU?-fi9i1" a~ ~~:=:hri~,ed w1th'respect to "3.

Evaluation 'Standards o'f ;I:nvention, II but the

utility of the imf6rmation as judging informa-

tion is un~\~~ida:bie tl1e"respective evaluation

stages.

parh9ularly",h~nthepurp?s~s of patent

a(;~iYit-i:es' i'~ ente~pri'ses: are recognized in

the establ:i.!>'l1ment. and.;':Gli~a.ti.on of effective

rights, i t':,'is verf':' iritP.~'~t~h:t::'t~r accurately and

quickly identify the ~~~La.Lol1s and trends of

daily: and mont.hLy adyancingtechniques and to

refl",cLthem in the •evalu,ationo

~2r thOSt.".furp?,7'e~:".;.~t~,,~S~necessary to establish

a :,~,~st:em~~iC ,~:!~an+:z'ati(,n -caf,~ble of automati­
c~lly collecting all informa~ion media, to

~~oc~~s~h~ ;co~;~~t~d 'iri~orm~fion in a utiliza-

ble format and to make an effort' to arrange the
:" .: "':,:' ": '.: '",", ','

media. Considering economy,' the utilization of

ext~rn~:~.,()r'gCinfz~tio~:s,;:.~s,',~:~e·,}rlethod, but the

i~fo~mktion'center conbe~t~' c~~unication with

the patent departments pa~tlY carried out in

s~me'~n.:ter'pri:se·s,h~~ v~ih~' a'~:' 'an effective
:::re,::,:' '::",::',',"':':",; ,',', ,'" '" ",':,,", ,'.;';>

,d~ssolving method.

- 47 '-
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Jc), ;::Eyaluatj,.pn,,'9~ Fu;t::.urernventions

There is the difficulty of jUdgement by the

:,::gya),P?:tq,t", ;i.I1 da i.Ly ,eyal:q.;at~Ol} work on a so-called

,_~1 futlJJ;~:"inveIltion.1;1

The neces s LtY. of deve'~?ping 'thk preceding idea

can beg~adually enhanced when there is competi-

ti~:m;'i~'_deyelo~)l~g:'~9deFn t~'hh~i~ues among

enterprises in" addition to the recognition of
,",-",,"', ',:," ,;",'

;'tl1eimpo~tance- 'o'f"m'ana'g'l'ug pat.ent.s in the res-

pective enterprises, as at present.

Accordingly. "" the opportunity of evaluating

future:~,t,nventi;ms ,~~fed,?~t::the:~e preceding ideas

can'evid~ntlYbe inc~~a~ed, and appropriate and
" ,,, ,''''-",' , ,,, --,- ,''', ,,:,' ' " .. '-

early remedies should taken'.

There i's:::a"s'a.'rL"- oz-t.hodox jne't.hod the transition

froni' pa's t 't.o ' ptesent EechnLce L t.rend s , the

historical backgrounds of a producti techniques

carl ..,..:~-~',' ~,~eci"'~~Y~:~:'a~alx:ze:~':",'to" ~redict future
tech~i-~u~-s." ';r-h o-rd~r t~', effe\:tthis, huge

s t.udi e s .and :=,peci?,;L~:~:~acIti~s'in analysis are
,,\" ..

r~c.p.l~red which are 'di'f'{icui.ttp carry out

r~~dily. However, this is necessary in the long­

run, and ,enterpr:':is,es" ~hich employ this method

will mu~tiply. but the method' of the moment

involves'po]ishipg the efforts of the evalua­

tion'department by evaluators who have the

'~'ap;~:~ity"';~'f grasp'i~g'~h~::""Zitip~i't~'~tpoints of

the presence or absence: of' the blanks capable

of obtafning fundamental factors, i.e., the

fundamental inventions existing in the field.
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7. Examples of Evaluation of,Inyel1~ionsby Vari~ous Companies

Examples of eval.uat.Lonstof the inventions :'by<several

companies in the standards and format of evaluating the

invention a~~u~11y .use~ .in c9~panieswill be introduced.

These are edited from InforItl\,~icmBulletinNo. III

pUbli~hed qy the Patent Managing Committee of the Japan.

Patent Association.

(1) Exa:mple ()f Comp\,ny.A (I-\achinery Manufacturer)

(Example 1)

The evaluation column (in thick lines) of the

inventionJoJ)~ fi~~~d,~in .on an invention (Example

1-1) by manqg~~s in ~?~ ~e.pqftment t?jW?~Ch the

Lnverrtoz belongs alld .thepat,mt depqrtment.

The jO"teIlt departrnentshouldhiive a r'ou t i.ne for

executing th~ total evalBation. On an examination

request a propriety investigation slip (ExamplE! 1-2)

is filled by the pat.ent; department which..conf i rms in

a ~I?ecifi~.,,:t:"outine,th~ eval.ua'ti.on J:'e.!3-1.1lt~ from the

,i;nventioz:!., q.ep,artW~I1:t for" t.he ri~c~f?sity,of an exami­

nation request at the time of investigation,

conser'n.inq the p ropr Le t.y Q,f,J:he evaluation items

and giving any reservations.

(2) Example of Company B(Chernicalsmanufacturer)

(Example 2)

"Eva;J..uat..:j..on item~ fC?J:' .i.nvent.Lon ;" "Eyaluation items

and, eval.uat.ors for invention," "IxnP()rtance of

evalll.C(l.tioni terns at eveLuaj.Lon ,t,imen
l l~~\TaluC(l.tion

standards at aPI?.1i<::atio:n t.i.m~,u and u~vall.lation

...•~~ ~ '~"~ ' ~~',:rIO,i]'(OS atti~e" are stipulated

in detail as the
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ti6Y{-, -:a'nd:-:the-:'n:~'c'~ssity':arid-impo:ttance of 'the'

_~y;aluatipn:are,_,expJained,;for:the ,_ evaLuator.

An evaluati6ri'point 'system, in the:' evaluat.ion'stan­

dar~s~t theapPlit~1:iontlln~is'emp~Oyed,andthe
pr~priefy and the ~~,i9hti~cj o f it are determined

by the total points.

(3) . Example of Company C (Elect':ic~lequil'lnent manufac­

turer) (Example 3)

An o~servati\)'n:~(evalu~·ti6ri)- ~lip --6f ::;ili'vkd{t'ion

~f~__~6~~d ':,Ut~ :::'S~~ u:- I:',~-xi~~nt~ ori_:I7~:;b~~n_;:"is ''''f,iTi ed

i:?U~,,:,'~: <: ~~/, i~\[~'~ ;~~'; ~~ci ,:~, ,:,m~~~CJer~, f'~r-,:the
"l.n~~i;torfor-· th~:'::evaluation 'of the LriverrtLon

by evaluation points, and the results are

:,;,cjiVA9l?dj ;,: ip'!:9;:'fi:v~,:-,:raIiks,., Al1:i8-v~n;~9P havi.nq a

,;h~9he~ r~nk, is, chosen to be f i.Led 9n",'tRP~~gn

-,(:ippl~ca t.Lo n s

:"'-Th~::'-~'~te:~6tf~_~~~h~ iIi',i iritetlds:;'t6' indicate the

ob~er;ation:p6int(inthltk:linek) of the evaluation

of':th€/ irit~titigri" f6'i efi~Etit~rigss of the evaluation.

- .. , "--, ,',' "

Examp'le' of company ]);'(I~:'fectriGal--,'equipmeIltmanufac-

turer) (Example 4)

'_The'lleval,uation column f or-ean- invention,::,(in thick

lines) is provided on the 11 application .z.eques t , ..

a~~;~~, m~n,age~ ,~~r;, the inventor fills in the
~.valuati0:t1. acoord i nq to the mat.r-Lx, Theconcrete

de':sctiP'~',:~o:n i~n:~,:i_':lledin, on thecbmmentcolumn.
Further, -evalua'tJ.oh by the~eiev:alit:"~:$p1.r'trnent can

be'-'fIlr;~:d': ini2>t·;· t'he: e'\ralhatioh. ,The:O:eventual

224
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a:~- ConClusion

It is Lmpor-t.ant; -that an inventioncreated-'as-the,result·,,·

of techriical activities in an ent.erprL'se be adequately

evaluated'and-the invention' be"-treated-"in respon;s~:. t.o ·th~

evaluation results to prqvide maximum profit for'the

enterprise. However, it 'is extr"e'me'ly ,dif;Eicul't',JIl~gdt

;;,to ...evaLua t.e and.nverrtLon appropriat~iy." 'a~d wiCi'e view­

points 'and technical experiments are required.

The selection of evaluated inventions to be filed depends

upon the policy of the enterprise, but 'the contents and

the'standards of evaluation have common factors, and it

is Lrnpor-t.ant; to improve, evaLua'ti.on. methods, so as to_n.'i : ,

efficiently research and develop an invention by considering

its 'cost performance.

As des~.ribed'before"the dd soussi.on.vresuLts . andconcre,tJ:

~xa:triple:s .bes ed on manyiexper iment.s as to t.he items "and-

,.S'~~~d~;ds of :e'valua~ion',,~~~~'been introd~~~~. In "ol:-'dEir'

:1::0, efficiently evaluate an inv.~A;tiqr-,,_a,~prma:t;:of,a:';"C-f%r~~in:

type must be .decLded , and the evaLuat.Loni.s t.anda.rdsj:". ' ": i
operating pol-icy, and-eve.Lua-t.ron notice",shou~d, b~'''''f;~''t~:~'~.l.q,.J.edi
as _important f act.o.rs.

'" ,: !
En this manner';·,:,there might:,be'a'::roorn: for:::'furthef" ::,improving !

,'.0,:::,:' -"";
-"the:e'yalu.-clt:.tbri'-~,:tt"E!J.l1:::;:"andvs t.andards mt'O" evaLuat.eran :;'.Lnvention'

effectively and with, foresight.

- 51 -
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(Example 1-1) (Company A)
Invention and Device Petition .r. M"li~j!cr::ili M:tn~l:cr in

,kl'("tlllcnl """Il"i,

subou t cod on D'lte:

i . writer of petition Serial No. pa ten t; department .".' .

.: no; ,
L'ritle d'f,,;':tI18"'·, ,., ,. '., ...... .. .., ....... 0 . .... ......

2.
j nvnnt.Lon ;,::,'_' ,'i,>,::,';" ..': i).::'; . '" ...•..• ··C., .. ' ,. .. . ..------_.
;:Uh'~d l:'\:-e,.l!·"tn. ,<~gS ,iV11 ,,tIJ,e r,iY,llts_OJ , Fi.Jill,] the,

31:'iltent -appI Jx-a t.Lon 'for thei'nv8ntUm ,\ ' -
. (utiqty ml)(l'~,l d.avfce , design) to----".._._.--.--·_·C·.--- .... Adclress'; . :IIC"lI1~ll1~ I" CIUI'"yCC-,,' N,'ll'lf" ,'.".' Signed "", ;':,'

._----f----- 11I1rubcr

u ···.1....... .' .:.c'c,. _._-- .':-
.

Sccli"n4. -- - - - . - . _.. .. -
.. . .. - - - . .. 0_ -

..... . . . .r- ,. C
-o• ,c.. - .C ...C,. ".' 00 ... ' ." ...'- ...,.,. '. '-. C',~

SC~li"n." "~ 0 - - - - - . - u. ---- _n - --- .. n

~

.r •• a.: I·' 0 -, -'. ... .. .. --.-• ".0 •> ..... . '. ., .0 0 ... ." .' ." •.. ...... . ... ' ..
~ H

" '" . .. . .-- .. Scutlou:''2 0 _2-;"' -,- -,7 -,,- - .

0
..

00 .. - 00 _ - - --
~ .• : ••••:., <:: ': .• : •..•
0
H

(
outside

None, Name of company or name ) Contribution ,
~" JCOl'laborato'r .... Ne'cE!ssity'of;;joint ,'inveni,:qr ; 'nece!:?sary, or unneces saxy..: o .• '

Publici . '.' c· L ,C:>;,,t~.S!id.e;. :,.". 2 •
.cu.ts,ide ;.. ,'

6. 'ria'te; pre'sento t.rcn contr·ibut16il
disclosure .. " . " '.

3 .. :Pr(::ici~ct ; <::IXsp lay: (~o_del ) 4. l:)e_l,i Y~,~Y:(!,nodel )

.... ";','.
In.Yespga~iOlI

'I~:;"~ st'.igat~H~' (R~h'g;~ 'Unirivestigated'of'''prior state' )

of the .ar c .'. I·· •. . ' .' .... ... '" .....' .. . .. .. " ...
L

Presence or

8~
f ebeence- of .tjriknown ', PresenL','(OfficLal- 'ga'zette; xete rence: )
prior state of '. '.the art ............ '.

9.
Fore~~ght for

No Yes (U.S.A. )
fore~gn

B, K. West Germany

nn
application

10. Concerned .'. No'· .' 'Yes;;~' (duty:to n'6ti.fy ,; iduty. for' jOirit appI'fca t.Lon )

r-o
contract

,'.s uj' 0riljfnality of .:
'B~;i~-'; ;",.':: :; ... ;,.<;, O':Iiliproved"from"":-" "Improved frOm

" invention 0 0 pUblic technique
~ ; . ; owner "s techn ique

" 'E Improved advantage of 0 0
':.

0• 3 (2) Large Small Equivalent
~ per fo rmance and cost
~

~,"
(3) Preceding to 0 Preceding 0 Compe t.i t.t.ve 0 Only idea~ an

• ~
development

.0 (4) Technical execution 0 'rr led 0 During trial 0
0

Only an idea

" - --c

"
0

(1) Adaptability for 0 Optimum 0 0
~

means Possible Illlpossible• invention means
'" --• 5 nr.t r tcu t ty of inf.rimr Easy Poccible Impossible" (2) 0 0 0• ement; and discovery
~ ~

Eg (1) Executing plan 0 Adopted (Date: ) DTa be adopted (Date: ) 0 Uncertain
~:s

Possible execution by
-------------

;;;;"
0 Large 0 Sma11 0 Unknown(2) other companies--. 4.. Pa.tentabili.ty: D. ,x.,{!§ 0 P9.up,tlul >- 0 No"

. . '''':''~'~''''
~ [,g 5. General evaluation 0 Application 0 'I'echnLc.a 1 disclosure 0 Dismissal
&:~ s,= ,., B, c

C"n<"llls;,"'<

• 16. Opinions on tnven t Lcn ._---..
~

"•E•~

Columns' marked by "*" will be f t Ljed in by the pa eent department, Fill in the co Lumns

by marking within 0 in the evaluation column after 11.
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,

J

]

(Company A)

fact discovered.

Patent department

,

.o MisCellaneous

[

tr sa'-iDe a's: ot:.libr'pdor
,apPli,cation[ , '

o Public

[

Notnecessiated ",
(AQandoned for application)

Date:

Date:

Date:

- ,C ,

-

Not corresponding
to<any.':of,theleft ::
items, and reServa­
tion is; taken.

,

'Reser.vation
(for a while)

Date:

Date:

Date:

Itc1lllin'\! No' Ob.,erva.
required rron

lll~luirc\! No> Ob,erva.
required uen Confirmation by patent- department

Required No' Obscrva.
reqnlrcd HOll

First

Second

Final

examination request Propriety

slip

, : "

but

depe r tmen t;

Application

Observation

Dated

c""nnll;lli<>ll by inv~1I1"r" ::celi""

Error,
technical
error,
insufficient
description

Wh<?ther excessi.vely
smaller scope of
claims or not or
to be divided or
not

Ex.ecuted (foreseeing, during execution) ~
from date:
Not plarine¢! to be execute in our
company; .pyt 9ffer; to:be'ex~~~ted ~y
an 'other company .(Name: 1
Not planned ,.t6:'bei'e:i<ecuted;,by."another 'I.,
company, but other company Lntienda to ,
execu te.: (Nametand executing state)" :'; ... [.'. ,

'.' I

) • L ,

Not: plam;'e'd -'toile' exed'uted:;
importent ~echni~ue

(Reason:' " ..

Nece'ssitated {file an~
exami.nat.Lon ,request,.,>

Technique relating to
other companies
{ke La t.Lve patent (5) product
name, model and references)

Improved points after
application
(Whether the executed
machine is out of
claim or not., I

D

D

-o
Z
c•>,
><
S
11 1--------------\-.------------------------------1
3

D
D

(Example 1-21

Serial No.

Final exami.il~tio;I;'

request term

To:

Fill in discussed results as to application examination request propriety and return
t:o:patellt"{lepartin~rit. ~.

Firsl

S~"und

Thinl

-o
~1__~~c...:~::=--=::..::::.c~~:::::C--I---------------------------__I
~

~
><

•,-
~•
~
~

B
--<:
r;,-
~

"•
"1
",-
~

:0
~



(Example 2)

"frequently made; from the time of" filing a

until the lapse of the patent right.
" ".-.... :' ~ : i L""

F;;'~- e~ampl~, i,t:,·--jJs nece s s a.ry. to 'de.cide on the basis o frt.he

eva Luat.i.on $t,Q.nda'rds 0 f'-,.an;,':{nvention/ '; a t:·-i'h~- t~rne_~.- 'df:',:f.i.i'iJ:~CJ;

the appTi'c:at·t6~';;,the application e,xarnig~_~io~_:~_~_que_st_:,

SUbrni~t~B'3_,2ifl,>:I'l~umenLto the Exa~iller-i :filing::~, .

patent app Ld c a't Lon in a foreign edun-try 1,:;payil}g,,_app+:i9.at::~oI1;.;

rnainfenance fees for patent f e'e s , ~llowing the li'ck:i1'~"i'~gI:';

assigning the right and providing compensation for,tp~,

technique.

"':.',-,-.: ;

patent menaqement. ahouLd.Cmak e t a Lpro f Lt; fbr ,-the"SPli'IPfiP.'Y.
lizing techni'gues .r.c...their _.rltax"i'mun\'1 i,t .Ls.cnece s s ar.y'It;o

carry OU~ management in response to the val11eo:f t_h_~,,-.:kri_vg_n:tJQ.D'

'Dec.ision's' shall-be

patent applicaUdn
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(Company B)

L Evaluation r t.emsvo.t vcbe v rnveu t Ion

When t.he-teivaLuat.Lon. .Lt.ems c fct.he. Invent.Ion are studied .f rom technical, legal

and economical (actual) fields, eva Lua t.Lorr cs ha jj be pe r fo rme dv c oncer n Ln q

the Eo Lj.owt.nq points:

Evaluation Items Descriptions

'Maqn Lt.ude of 'marketability. Magnitude of
execut i.cn scale of invention as to analysis,
measurement, public pollution prevention method

Contribution to substantial business af the
invented product (degree of market occupancy)

Priority in cost. Degree of removing competitive
technical p resences and maintaining an exclusive

'situat'ioil"" (bus rue s s-rdepar-timen t)"

Inventive technique does not become old but can
be used for. a long te nn with excellent results.

Fundamental invention. An invention hav inq high
marketability and all Lnveut Lou with mes s pl:odueti
vity can o~tain high profit.

~ quality fundamental patent qener a Lky.than-hLqh
rights as c?mpare~:~i~h:an ~mp~9v~q:~at~nt~

,Breadth of range ofrights~ pre sence'vot
protec eLve technique available in, technical and
economic fields against the, invention '

presen'ce Of' utility r~ia~~o~~ '~,~he',~atent.
.Whether an either company wishes to' obtain or
not.

Product invention can be investiga,ted"more: r,eadily
than the me.thod of invention. '

When presence of ut~lity;re~ati9n 9f,a~ other
company's patent and the utility of the,other
company's rLqh t s are more advantageous, the
value is lO:w.

:A patent composing patent rights by reinforcing
a fundamental patent has: a high value

The dea i r-abLl Lt.y of presence of t.he-Lnvent Ion is,
predicted by the client I s needs and market
research (business department) .

GrClsp,9f,nel'ftec:!",n,~c.<l~, ,t,\:lemes(,develppment in a
new field and noveI sub ject. matt~r in ccnvcn­
t.Ione j techniques.

M invention to be utilized in industry 'is .ec be
the object, :and is judged with reference; to the
prior state 'of the art, examination staridards,
and trial decisions.

~pp.cial advan t.aqe s of t.he Lnven t i orr Iedvantieqes
compared with conventional, t.echnLque) - .

Only the idea, confirmationof'ex'perimen-tal
lab work,' 'and confirmation of,iri,du5,trici..l
pos s Ib i j Lt.y . ".

DiffiCUlty of economic execution" andi,ryveritive
steps for peripheral techniques are consid~red.

Larger expectations of industrial ,ex.ec,~~iori as
~ide as possible in the execution~PP'I~cation
range of the inventi,on. ' , '

Necessity of execution
in the technical f Lo ld

Term continuously used
witll invention t.ochn Lque

Most of th(~ profit in
the previous ease

Mlighibldc o trocononno
profits

Reinforcement as owner's
per-Lpher.r L pa t.en t;

Ease of identifying
infringements

Degree useful in cross­
licensing with: other
companies

Fundamentals as a patent

MagnitUde of patentability

'~py~~~y_of subject to be
solved by tuvent.Lon

Degree of industrial
requirements for inventioll

Majority of profit
obtained by contract

:Magnitude of adv&ntag~

by execution

Degree of completeness of
technique to'invention

Technical ease to be
"executed

Range of execution
application field

, Possibility of utiliZing
and avoiding an other
company's rights

5

2

7

3

6

A-I

5-1

2

"~
"'.~ 3

"~
0

"' 4
~

'"c•" 5
~
m

r,

".~ c-r
'"0
"c,

0 2.-E
0c
0 30•

• 4'U
c
~.-e 5n-
oe

(.u

(2)

An invention is evaluated by summarizing several of these evaluation items and their
standard values.

An invention is evaluated at the t ime s of CD filing ap~ication, <2) re que s t Lnq
exemdna t Lon , CD prosecuting rn t armcd La t e procedures, 4 Ii ling fo re Lqn applications,
® paying annuity, @ licensing, and 0) assigning rig ItS.
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2. rcva Iua t ronif toms end-jtvaj ue t or s o fvan .Enven t.Lon (Company B)

QThe eveLuet.Lon items '.far; an. invention are sorted, into" .func t Ion -e LLo t;»

men t s ;t,hey:_-can, be-d is t r i bu ced as below.

Evaluation "Items Jt1V~lltOI'
Milll<lgCr: in
cha rqc

Patent
dCpilr,tJ!lent

Business
dcpurtment

Deiji6ii of "Lndus t r i a 1
. xeqlliremE'llts Io rvinveu tLon

Nove'l t t.y of sub ject to bl;'
solved by invent..ion '

M."J" i 1'""0 0 fpateh tabl) fty

Milqn i tunc of advnu t.aqo

expcutioll

'0

o

o

o

o

o

o

o

o

0

"0
a

0

0

0

0

0 0

0 0

0 0

0 0

0 0l4ajori.ty of profit­
Obtained by con t r ac c

M~gri{tude: 6;f e,~oliomic

profits

M6s't o'f the"~.rb~,rt In
the previous case

D~gree.Of;c6p~ributing·to
sa:,~e5.:;~oT1lP?,t,~.t'i.on

're rm con t.Inousl y used
wit.h Lnvont.fon technique

fllr1d',l'111c"n t.i"1l g''a s" '8, "P:;'itBIl:t

N(,C~,S_:1H.y_ Of, ex_ecut,~on

"fl1 ~h(' t.e'ohnLcaj tle l.d

I)eg[l~e of completeness of
-technique :1:.0,-inVfmtion

'recun t cn t l'li'lSF-- to be

"ex~cut('d

Range of execur'ton
eppj.rce c.ion ,field

q(~(),r,~''7 \l~;e[l1lill ':r.O!;S­
] i{;011~;i.ng 'wi tho'Owi:-

"'b';111p';ilids';" " , -

Ease 'ofidclll tJfyi.ng
,,:in t i:ing(1!n'~u t s

p6s~ii';-i.i:il:Y(~f utj ji z Lnq
andnavo td tnq an-other

occrnpnnyss r.Iqh t s

Rei;;'fbi;r.e6ltiht-"h~ 6wn'~r"5'
-pe r Lpl-ier-aI. patent;'

·.
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o

o

o

~lHlui,ty­

pilying
t.Lnie

(Company B)

o

o

o

o

o

Foreign
ap'plica­
t.Iou tiliid

IntermediaJ:e.
prosecution
tlme

o

o

o

o

o

o

Exam~na.,.,

tion
t.Imn

o

o

o

1\pp1 iCiI-:­
tion
tImo

Importance of Evaluation Items at Evaluation Time

Magnitude .of economfo

p,ro.fit!i:

MOst-o'f;the profit in
the previous case

Degree of; contributing to
sales competition

'I'eqn contrin6lls1~ used
with Invent.ton technique

Majoiity of profit
obtaihcic1 by contract

Novelity of. subject to
h" so t ved by Invent ion

Hagnituda,., of patentability

Magnitnue of advantage
by execution

Degree of completeness of
tt""!ehniq\l8 t(] tnvant Icn

'l'e,;hilJca 1, eese to be.
executed

3.

5

4

3

PQ'f.Jr.f!~: us~[ul in cross"
1ir;flls~ng, wit.h other
compani.es

F.:ns~~or. .J,dent.i rv l.uq
ilifr.iIICjl'lnents:

Possibility of: ut.LlLz tnq
Clllil'aliOidillCJ an other
company ' s . r Lqhts

6 Reinforcement as owner.ts
pefipheraY pa;t6nt

2

7 Range, of axecut.Jon
app t.tco tion fie ld

Fundamejrt.ak s as a pa t.an r;

Neci?~s'it;i of execution
in'tht' ttechnLca I Ll.e Ld

4

2

EVillllatioll'Items

5

6

3

4

1\~] D~grce ?findustrial
t::e'qui. reman ts:for
:iJ1VP11t.ioll



4. Evaluation Standards at Application Time
'(Company B)

Decls10n'will be'made
{n'~'M~~-gE!' .~nd pa't~n{

bY'sumlliarizing .tfieteva'Lua t Ion s of the~nvE!;r1tor, manager

department (businessdep:artment) in the patent department,;'

..

c

B

A

Do not
file

Cautious

Pot
ordinary
filing

(NOTE) ;

, ,,'Treatment

80"'105 fyf:ile

32'\42..
43'\.63

64"'79
.

1

I.

2

1

1

2

4 2

2 1

2

2

2 1 I 21""31
I

2

2

2

, 1

..
4

2 1

2 1

2 ,,1

I

23

3

3

(2) Do not file:
cer t LrIcate of
confirming ~ta is
carrieqout is

1- requ.ir,ed,

::: ,"(3) F6r;cirdin~ry
filing' _.

3 2 1 When,the,evaluat~on

d" "ofi3-:-4,is,,'smaH,
, the 'application is

abaridoned'Jba j ore
laid~open, and the
specification
revised to meet
the object.,

(4) caut Louaj fil :i:
'::Specificatio s'ar

prepared to au­
tiously ,file the
app Lfca.tIon

3

3

6

3

3

(63) (42) (2U

4

4

4 -

8.

5

5

·5

10

5

EVCl.luatlo!.~ O~~_.

Large ) Medium Small

L

2

1

1

..1 5 4

1 5 4

1 5 4

1 5 4

1 5 4

1 5 4

-- -- ---
(lOS) {84J

Range"'of:execut.ion -app I'Lca tion
field

Nove j.Lcyiof subject to be
solved b~ invention

Magnitude of patentability

Magriitude of advantage
by execution

Degree of compj erenees of
technique to invention

Technical eaSe to be executod

Degree of industrial require­
men t.s for invention

EV<llllatOl1 r tcms

FUlldbmentals as a pa t.en't.

NeC~s5ity of execution in
the "technical EiC:" Ld

Degree useful in cross-,
licensin~ with other co~panies

Ease of identifying
infringements

possibi1~ty of uti1~zirig and
avoiding: an other company's
rights

Reinforcement as owne rvs
'periphet~l'patent-"-

Magnitude of economic profits

Most of the profit in the
previous; case

Degree of contributing to
sales competition

Term continously used with
invention technique

Majority of profit
obtained by contract

Total of evaluation points

4

5

3

4

3

5;

C-1

2

B-1

2

"-1

2
-o
~

0 • 3~ -"

"
~

O~ 4
~ •~ u..", 0

5~.c

~
u•~~

6

7

T
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5. Evaluation Standars upon Application

~xamjnation Reque~t ~ime

F,iiirig <'l!l;cxilmination
request' immediately

Reque s t.f nq examinatj,o'T\

l a t.o r
Not filing oxarnf nat.Lon
request

+----c----------+-------f--------,~~~

•.

No' expectation, qut
nctripa tieri t.ed 'by·· any
third party.

is no foreseeable executiOn.

3. Bxce Lfen t. ,technigue in the
fol:U:iwinq"applicat'ion, "arid
,is to beexecuted;ther'e

nitficulty in:
observation in
infr;ipgelllent:.' ,due
~eadY:f::?pyil)q

In' secret as know-bow

5: 2 -onl~}~i(l-o,P?n--~nterided

(ll DO~btfulpatentabili­
tY;,';~ut:+jot',patentTd
by~ny~hir?party~

::'; -:. :<::-i.",::
2; No executing ,advantage ~il1

oe discovered after
application-:

1. Stop studying and develop­
log dU8 to high cost, lack.

;:.: ':: ,",.;;"',,""',: ;:,,:,: '1

4'. public,citation and' I{doi
application, exist" andnno

LExecutinq the state of
all. Lnven t.f.cn

1.1 Expected:forexecu~

tlan in the future.

_1-..2 Time ".is-required for
the execution of
~undaJnerlta.l_.
LnverrtLori ,

2. Technical proqress is
early and -an 'improved
Lnven t fon Js:'expected.

3. Countermeasures
against present
product patents'and
differeneces'frorn
mCuns and 'product
(to protect ,qWll

q

business)

of patent
by a third

(2) ,utilized,

(3) inclusive with a dif­
fete'iit Inven t ion Tn
addition to the same
invention,

This: il'lventiciri' "Ls to ail
9;ther I 5 pr toe app t Ica t ton

doubtful Whether the
same or. not.

J:\.o,o,thercompany has, executed
a~dhas no prior applica~ion

corre spondLnq.rto rtte -Inven­
tibn.(waiiiing, pi:l0,rlty
ixamination) , ' ,

division and conversion
exists.

Necessity of cOl:'rection,

aripHca tioiiand .patented
in examination coun t.ry ,

iiiv$ntion 'is 11i911 : and its
short: life cycle and'"can
be:'"readilY.cojjied ~

'.- ",,"''''''''''' .. ' -

'rl~~&rketable'value .er. this

(4) warned'againstthe
execution of this
Invention'.;

Obl.igated by.."co tt"actnwith"
a th.irdp_~El:Y.-:.

2.i Ifexecuted,'it i.s possible
to i~'fl'illg~ on tl~~ rights.

2 Not devised to avoi.d
infringement bf another's
pa ten t rights.

1.1 Executed or nearly:executed

L Execution state of an_inventio,::

"2';'4 An other "s vappj-Lca t Lon -Ls
the f()llowi,ng app Lfcabfon..'
(necessity of' correc t Lon) ~



(Company C)

IProposed [.
date'",' "

Invention and Device Search Slip

(Example' 3-ll

.' .

Title,' of the Invention :: jnvent.orobe Lonqs to ~bll:lii; 'c:=::J'I~;i'm'l,t~r'c=2' Ilc;ld tnvcuror. II' ,', m:;cel"",

·

dcl>:lrllllelll

f.-~~~~ ~ -'-- ~ - - ~- - - -- --~'- ~
fc- - - - ~ -- - - - - ---- -'-" ••

; ..
I

._--. ._-- ------,- .
Technical field Operating product .' .

KeY",Word

; ........... .

. · PrOll,,~d lime
Evaluation items and evaluation 'standards evaIUi.(ivll

:'(In para,g.r:aphsJlh'· ~(2) , (3) put (or ontpodrrts of
PrnrOlCr M"nal:er

'. the .neareatjIeve'f) .....
. . . . . . . ill charj!.,

••
L Repiadllg the draft'cannot be cons Ider-ed due to the: same function. . 15 15. 11 2. Avo.idance b)':'6'ther comp~iii.,e;s.,::wrJl.itd'_he,,,:xt.reme ly diffi;~;u'i't.' 12 12

:,:~':~~'
'--)-;- ,Th'ere'mi,ght'b'e, 'other 'lJe'tllod's';"b'J,t: techh'i'cally and economically the best. 8 8

E:~ ,4. 'Avo~9<il1ce'by:ot),er compan ies':,~s:'E!:a.sy. ....
' ... •• 4 4 ·

lI:'O'

"'.
5, Constraints:on other com?anie~::are small. . 2 2 •e

8
:1~'~igh::'~~'"e~~'Fe

_. s
!

.
step; nove Lvconcept; ; ... .. ' .. . . . 10 10

"

• ,2. and inventive: .s tep ... ; .... " .' . ........ · ~,, • f; t r on g ,':I1o ye l t y ; 8 8

§ 'g -
;o~'vent'iona'i •

,
-e 3. ,;Important technical' adva~~age~:~;~,~.n in cOlllbi~ation with 6 6 'a

1
e,

techniqlies ...... . •"a ~ .5

~ 40" Extensive improvemAht .. . ..... ,...... , , . ~
e <0

e 5. Mere'improvement of conventional technique 2 2 • .~ .~
.~

e L Decision on execution . '. ., 5 5 E"E,
~"w 2. virge posSlbilit~. 0'£ execution wi_thin ) ... ~~

! yee r s , ,
t~.

,~ 3, pos,s.ib~lity of execution in 3 years
·

•• " ... 3 3 -5~
~, ....,

4:' p~s~ibi,fity of executIon in dis tan t futurp. ·
..

" .
2 2 • =~e ff:~

M ;5,. ; Litqepossibili ty even in future
•

.' .......
1 1 .

• Total points; «(1) + (2) + (3» • .. . ......... ·
Decision of rank ISSA: higher than 23 SA: 20 ~ 22. A, 17 ~ 19T .... .. '

•

., 11:'" 16 c, less than 10

Related technical description ---- -- - --- - - --- -- - - --- .Slanll[\id~ "r R:lIlk,~c,eEi"n .' ", .:
column [airuiinr invention, --------'-- ----------- ; Pr(lCc.<~po)iey -. E",,[u:tl,ion'l'uilll
all other company's product) sl:l.nd:lrd Evaluatioll rare

Desire fur fllrei!:n nppllcatloes
SSA More 1]I:lnJive h,iJll!er lh,m. 2J 5%(lO~

1(in prillciple from A rank)
IJc~i,ed countries

SA More t1i';iii'.oncc

'"
'10%,(20)

L Yes " N, ( . ) A Registered in-Jap"lI ::~7C19
, 20% (1U)

Relative patents

~::
--- - -- - - - --- --- - --- n Nnllel!islc,ed . 'fC"':; 1(;' 55%{411l ~

(prol'o~[s alld even in J:lpn
al'piiealioll.<) - -- --- - -- - -- --- - -- C Not fiJiu!! less',thall '0 IIy;;,JIOj -

0

C,"',,,,,, """'""wp""" m.m;"j---- --~------ - .- ~meharl!c)
(Cum",ents Oil specl,11 ","llerS or am~rket~11l1l11 of pwd\lct, eX:llnm~t"'ll
request, fllre~cn "p[lhCaIlOn, o,neeunll) ____

*- ---- -- u --- .- -~--
_n__ ....". -----_.- . ------,-- j'

r Rnnk :Rcsull "rd""'kin~ r""·',ell 0M:>i"'l'eri" -
apl'liL~'li"ns

s~S!i,"~'
. .... .....

~.

\.J ssA: SA, A, ri: C
,

I. Filin" a. NUl filin" -_.-
- Siglled

. . . 'WnunlrYJ1'!!I'CF ) Inventm
.

Fill in AI'plka!i"" Palent nr Ulility ",,,,lei N<>. Tille nl' ;nverlljnll or lllilily m<>,lel ,,1 min"number -
AI'plk:>liun ,l:>le:

I
- SP'-c,~]-' -T[k<-cllli"n 'Imnh,-, and d"le

(m per· hlll'lnyee N". N'"lIe
-

I SO" in I IclI:>r!!e



(Example 3-2) (Company C)

- Frllil1g~in procedure on 'invention' and device

observation slip'

(Refer to, example on other sheet.)

'.
. ·

, ,

. Item Contents .'.,'. .
," '. ' . ','

1 Name This slip is for both intermediate evaltia-

'.

tionand'eventual evaluation iquireies,
.rec'Iprocat.ed between the inventor's

"
sect~0l"l_,a:~d the patent department. After
use ,us,ed,columns are erased lateral lines.
In I - - ) . fill inquiry date and

r :r~'t:iir'I"l'-e.dda ta from the section in the

, . ,. ,., "." . c?l':lrfll1 S ~,., ·

2 Proposed
"., '..'

date Eill in the same date as on this slip.

3 Title of Invention Fil,! in the same title as on tihfs slip.
or device

, . '.'

4 Inventor .:',

"

1,'Fill .i'nie I'L names and sections of inventors.

5 Head inventor This inventor has contributed most to ·

.' the creation this invention, and fu'Ll.y

..
u~9~~staqqs the contents of the proposal •
~~opqser:shall meet for the application

'.. , ....... ...... . a~d-ir~e!mediate proc~dures.

~> Tec:hni¢al Jie~d
-.

r~lt"'in "t.fie technical field to which the...
iny~~tor,~elongs •

.

7 1\ppii,ca't.iQn product F''ifl in t~~ p;pduct ~a,T~ 0r f*e~d app+led

. , .... '.. ' . . ...... ..... for th,~ ~~ye~t~on or device.
...... ........ .... .... "",~-. ",,0',,·,"·,

8 :i<:ey word ~eyw()~d:and'Tl\lmber,af~.' _~~lected and filled
.

I, in ~J':()Ill_:&h~,)?Cl.~ent machine retrieva.l ;,system

' . 'o:f th~_pCl.t~I1t,issuance.

'. -. ... .

, ........
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(company C)

Item Contel1t;-s

.'

the t6tal'ofthe
the manager.

pri8iity

This-is __judged by compar.Lnq wi.th .t.he..
technical' level executed at .pr-e sent;
fozct.he Ldea- and. d t.s.. or.iginality.

(illJ·- Possibility 'of execution

~xP+~~~6ri:'?f execution by owner 1 s
"~-?rrip~ny:"qf possibility of execution is
evaluated. The standars of the
~yal~a~+or; levei-are-:i~d.i;~;-E<c1-.jJ1each
"~t~~::?1!".,~he:invention-and device
observa~~?~L~~~R·

::(1) .Const.radrrt s 'on other companies

This~is judged by the degree of con~

strairit on the contents of the inven­
ti6rior device to the execution of
1:hE:",prc>q~cts of an other company.
Technical and economic fields are

(:~yalti_Ci-1:E:c3:t_ogE:t:her_. ~_Cise Of_?isc::?v~ry,

C?:t:' ~~f~i~gement by otl1er comIJan-~e's ',is'
als~ considgred. ,- "

-Tn::connect.Lon-wd.tih, constra-ints on other
compaies, priority factors, and possibility
o f.. execution, select -t.he__ nearest ...po.intifox__
the level of the respective items and
put (0). First, 'the proposei:-evaluated

--arid then the l1lan'ager"iii'chai'ge- 'evalua.tes::

~j-~i-:·A~:':·.~Bventions similar to thS'se bt to
··>?the{.-~~mi?~pi~~,'references, proposers in
oth~i'comp~hies products and prior technical
Lnrormet.Ior, _,kn.ow:rL_by __th€.l.._,mq.n.:3,9~r_~

:TI)~.,.i~rik:>S c1~~ided:bY
.,:.e:ra_l.~~~.~_c:m .I?oint~ __ and

Evaluation oft
invention and device

Examination request
at rank B

:~ei~~A?g febhDiq~~s
description ,..

9

10

12 The examination is requested as a rule with
rank A. But in case of rank B, when the
examination is requested due to the market­
ablity of the product, the possibility of
execution by an other company, various
contracts, avoidance of rights by other
companies, put (0), and describe the reason

"'" ,1"",_1 '" "",,'" , """""""", -" , I--in..-trhe-rcommerrt-tcokumn-r UM " I""""'" , ,I"",
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Contents

When"the "correction -of-tspec Lf Lcat.Lon's '.is
necessary at intermediate and eventual
evaluation times, fill in (0) and describe
the reasons in the comment column. ,

be?iSi()r1" on'a,foie:1Cjn ap~licafi~ri'ls"'de~-ide~

in foreign 'application discussion meeting.
In: the case "'Of rank B, with the desire for
foie'ign' app'Lfcat.Lon , the reason should be
filled: iTr:the:'c-~riunent column.

A seal is affixed at intermediate and
eventual evaluation times. Both acts are
carried out by the head proposer and the
manager. However, when alternation of
organization, or transport of business cause
difficulty in the manager's evaluation, the
evaluation can be entrusted to the manager
of the section in charge.

Fill in the relevant patent proposal and
application, particularly when there are
relating inventions and/or devices applied
to the Same technical field and product.

Fill in merits and requirements which cannot
be sufficiently described only in the items
On this slip. The reasons for requesting
an examination for rank B, the reasons
for desiring a foreign application with
rank B, or necessary reasons for correction .

I.Fill,~n the d~~ire for foreignapplica:tions.
.' An .tnvent.Lonj.o ,be submitted fpr.fqrl:igI)

application :should satisfy the follow~ng:

.(a) ~,an-invention -obtia.Lned ddrec t.Ly- -for -own
export, product, .Ib) an Lnvent.d.on-wh.i.ch

I-~i~proves:thepwnersexports, negotiation,
, .tnquary , ·{cLan invention relating to the

partner courrtry . .tn a technical joint venture,
(d) an- invention exhibiting a high -t.echnd.caL,

.Leve L. of the owner' 5 company, and ,·(e:>:,an
I:i~vention:whichmight be made by a-related
fore~gn m~nufacturer.

Fill the rank check eventually decided on
for patenting with (0). Further describe

_"'" :t:hE!_po?1:_~pt_9.~'?::t;:-JJ~ ty ,,~ode -

Item

Desi~e.·for.·.foreign

app.Li.capLon s

(Company C)

,

23.7

Comments column

Relating patents
(proposals and
applications)

De sd.redvfor­
correction

Proposer and seal of
manager

15

16

17

.

18 Rank check

................... +,L...--I.- --L- --l

•

,
,

•

,
'fc,------+c=-c=-c=--c-=c=--c-=c=-+---c-=c=--c-=c=-c=-c=-c=--c-=c=-c=--c-=c=-c=-c=---,-,H

i 13

., , "



Contents

(Company C)

FTlltheapplication number I date r the
title'of <the-'invention at the filing
Of, the :,patent"{b) •

Aftie-r>the c6ntents'of the rank check and
processes at the respective stages are
confirmed and,sealed with the patent
with to);

Describe on.ly: a patent with (6):frbm the
results of 'the foreign appjfcat don
di'acus'sLon" mee t.Inc •

kil~ "dl~.:,_ F~S:'7pt;ipn, number ,date I and
~.er'ssm;;,il1;'cl1;~~g,e; of the specifications

-togeth,er,_ Wi-.1:l1th~ invention and/or device
.report : af;., thi2;.· zeceLvtnq time with patent
10).

Item

Patent'with (0)
sealing

Reception number

Results',.:: .from
discussing: fdreigh'
.eppa t.cacLorrs

Application, humber
'andthel:ike

20

21

19
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(company D)

.
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PATENT TERM FESTORATION:"
Nl UPDATE

PRESENTED BYJ;UDOLPH J. ANDERSOtl, JR'
ASSOCIATE GENE;~I.COUNSEL/DIRECTOROF PATENTS

OF }lliRCK & CO., INC.
PACIFIC. INDUSTRIAL PROPERTY ASSOCIATION

MEETING IN WASHINGTON, D.C.

v.lh!=I1·'laS"t-,we---discussed, the sl:lbj~C:it::O+ Patent Term Restoration at the
PI:P;A "m~~t~n,g:.inKo1:>e,therewas :~_r>0ssibili ty ofenactrneIlt:,p:~_th.G

leg:l~lation duripg the, ":L~lme:duc]~I'_:sessionof the 97th Conqr e s s ,
AS:,::YOl~:~ J-l,.kI1()\Vf,',-tl1e leg:if?::L~ tio!l:.'wa:s, notcqns idered.,by-the,House- Hf
Representatiy~~ due 'to 'the pre.l:;,:s:::h:Sf': 'other le_gi,$J,;at,iyebus-ineE>~trlat
wa,s::required-:b)J:>~attended to during the lirttited time 'of that s e s.si.on .

AS:---:r:-have,r~b.dg-t-~~~?~'lTe'rl _any l~:g{~la.'{ive,;~~~~e_r'b~'foie'th¢ Cortqr e s 5

exipireswith"t.he'end .(:lfthia .termof' that Congress. : Th)1S , when the
pr.e s errt, '.9:8th,C,(:>.~g:re.~..~':(j()tl,,~n.e?," ..i.:i:.;:W,C3.§:',-J;1:$'ce~sEft'yt.b" iti{t".bd l.1.ce:".;I"1:~()','thl?
ne:W" §"en a ,t:~ Cl:P~,:::~rou s~Q:e'R,e.p:t=es:~nt:~,t:~Y~.f?, ,t:res h -:'1~9is'l~tioI1'·:9n:'tl:1,~.:13.tlb jedt •
Ori~ay; 17, ..1983;Senat",rCJ;a"1,,s!1' Hathias (R-Hq) intJ:"Qd)1ced S .1306,
the' "II Pa tent':'-'Ter,~',,'I?;~stora-t-ion.-Act.:,· o f --1983}',.". _I~~,':l,ola,s" ",~,oin~d'-:in,~is. '
spon.sorsp,;,p.by." ",",lube" oflea<'j",rs .ofth", sen"t", , On June)!J, +983,
a ~similar bill was introduced irito- the;"HouS,:~<'?:E:,p.,~pre.~'~}l~'fl_tiy~.sa~::
H.1'. 3502 by Congressman Hichael n. §ynar (D'-0j(la). ,!:Ie/was jpiriedby
mor e than 100 other Congressmen as CO'7;~.ppns'ors.· .

rrithe course ofthis'y-ear, ,Senator Ma-thi;3.s~cha~:t:"ed~hearings;w.i.t.h
respect to the legiErla.tion""conducted.:b~f:,·the,net.",Subcorrrr~:i:t:;r~:e on Pat errts,
Copyrights and Trademarks of the :sena"t.;~' JUd:iciary·:, Cqniiu:i-tt::E:i,e) r't,' is
aI"1tiGJpat~4.thC3.~th~Su?commit~~ewill:app~oyeth~,+egis~atienapd:
nicommend that the bilLbebrought to the floor of the full Senate for
enactment, hopefully this year.

. .
The situation-in the House ,of,~epr·ese~tatives remains a very-pol.:j.. t.i.caLl.y
complex one. l'~s wi th the' legis lei ti0ri::':_,i:'~ the:p.l:'eY:i.ol?-s..<::0l1gr~s~", _th~ sub­
comrni ttee responsible for considera~il:),Il_,of )the'l.~g:isla.t:.i0I1:.i's >the . Sub­
oornmi.t;t~~-,O.D,:Q:ql1rtSi,CiYt:L"~i:p~rti ~s. and ~~e .. Admi n Ls t.rat.Lori to f ,.:rustice
of the Judiciary Cornrnittee'of,·the.Ho~~~of ,Represent&,tives~.'_wl~~cl1':i.s
chaired by Congressman Robert Kas't,t='n!t1~:i:.~rl:)f:-t'!tseons~'n.'.. l~hi~eCc:>ngress­
man I<astenmeierwas the sponsor of ,,the legislati,ofli-n.'tl1~Houseiof "
Representatives in the last Congre'?~'~' h.ed'~clined :t,o"cc:>:c.sponso.:t='.,th-~:.
legis.la.tion., in the .ourr-en t Conqr es's , . To .. g.q,.t,~ t,.hE:'!::.':J:.~gt$-J,:l-t:,i,QJ}.h.:l'$.:.n0t

the subj'ectofhearings,by the Kastenmeier Subcomrnitteel)or, are
presently scheduled.
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As -1: .Lnd i cated inrnYi::alk,lcis tyear:, :Cpn9:r,essme,nWaxma.n, ,.of:C~lif()rni:a
and Gore o f :,'I'enn~s~ee-,h,aveass,ul11edtl1.-~: rple ofpppoperit,s, to the <enaC?i:.;
men tOf: . .t.he.. P'a tent ,Term Res toration le9isl~tione':(n ~he ..cu;r:r:'erit _.,'
conqrcs s I: :~t,hey:.have "E!xpresse(i ::pu:;t)~icIY ::tl1~ir .concexn ,_~wi1:11-res_pe:ct .t.o
the enactment of .legislation pfthescQpeas presently drafted •.. It
would ,se,e.m",:that :cong,r;essman",KC\stE?nmeier :.;s:W'Cl:i.1;ing :.fora .c La'rLf i.catiqrl
of the positions espoused by various segments of the,Holl,se<pf Re~re'7

sentatives hefore holding hearings and attempting to have the· Sub­
commit;tee;consid€!r ''tl}e'leg Ls La tion..

An addi tionalf"ctor of complication arises -.from.the ir>1;roducgpnby
CongressmanwaxmanofH .R, 360!'; of the "Dzuq Price <::ompetitionAct .of
1983". ,Thec;€!nerid J)ha:l:'maceutic;a~ ,Industry, '~ssociation, .and ,.~,~,div.idual
eompanies member thereof, have argued for many years that the Food'&
Drug approv"lprQcessapplicable t.o a duplicate of a pharmaceutical
product pr.es,ently on the <I!),,>::ket is too complex, Theyhaye"rguedthat
suchi.cornp lex.i:~y:~prE:v,ents,th~m,frpm, luar.Jt€;t:in.g _-_: a .d up Li,c a ti"e ",tlI:':OCl\l9t'E:!ye:n
after- thepatent,ofthe.originator Of the-product hasexpired.c'J;l;ey
pr eva-i.Lcd uponCongressmanW"xman .to. int.roduce ,hi" bill andprQbably
helped select its interesting title -. , ",!,he, leg.:i:f3,~at~on :is de.siglJ~d::_,1:.0 ,:
eliminate need fot a prospective vendor of a duplicative pharmaceutical
to perfio rrn iany ,<,~t,:udies,:,i:n man ,of';.ttis pr(:l,duct; t:~9iem(:ln~t~:~"t:e ~ff ~C;C1C;Yi

that --:Ls i " t.o demon st.ra t:E;!::;that,;th~:p'roquq~:wi 11'wor-k .. .Ln :1113:1]' .as .;it:,~§
alleged ;to v1:or}(.~ nr , WCixman,';s,biLL:prpviqe:s.-:,tha t ':t~¢ pr9f3P~qtfve 1l1ariii-
f ac cuner oCthedqplicativepr.oduc.t .ne.,d.o,1ly .prove , that it is'j2!:ly,,:l.c.ally
a nd jchemi.c a Ll.y :'~_imilar 'to: the,;o,risinator; ':spI'0d,uct,,~nd that. _wh~I1,: __ .j,~<;l¢?ted
it provides c.omparable·blood,leyels,ofthe active .iI1gre¢!i.,I1toCth.,.q;ug.

Theresea>::ch-.Oa"edpharmaceu'tic:al industry Of1;l;.,.tJI1it"CIStates as.
represented by the -PharmaceuticaIManu,.fClctur~rs,,~sEiociat:icm:.;t~s1:Afi,~C:i;
in opposition to Congressman Waxman's duplicative drug bill on a number
of grounds. Exemplary of such was the lack of provision in the legis­
lation that any product be on the market after its original Food and
Drug approval for a long enough period of time and in a" sufficient
patient popu La t.Lon to permit adverse affects of the drug to be recog-
nized by the medical community. All of you are familiar with recent
tragedies with pharmaceuticals whose serious side effects, which
necessitated their removal from the market, became apparent only after
they were marketed for some time. The legislation was also lacking
in protection for the confidential information submitted to the Food
& Drug Administration by the originator of the product.

In the present Congress, Congressman Waxman's H.R.3605 for duplicative
drugs and Congressman Synar's H.R.3502 for Patent Term Restoration ­
while unrelated - have become coupled from a political standpoint.
It is apparent that if a change is made in the Food & Drug laws of
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~_l}~, --_-n~'t~:r:~-' :'p,~6p()~:~d-'1:ly_'C()rigr-,-es,-~man _,wq.xll1-an;:fhe ':dr,':tg inator ()f"a" -pbaxma­
ceu t Lc'al',\V,i l:'~ b~" :ni~'Sh mc>re-;d-~r>,'e'n?-~nt; 'lip'?,I1: :.11i5 ,p(i'te'nt ',,'r ights ~' . _The
erc?~iori:C)'~-,J?a ~eI)t, t_~,r~ -fo,r-,d~_u,gs'; --~~ic_h :hCl,'s.. 'b'e,en·',C?learly _~emorisi::_rated
befq~e;co,I!'g-r, ~_s,~~'!) ",'ea:rJi-er-h_e~:r:'~ngs-'_,~pd::in-,this ,~~ar I,'S ::Ma-i::hias'hear~
~,I:l.,S!s_,' nle;a_ns_;:~h~\t \'alr:or,i·gfrl~_to:r:';C>_~'· .. a -pl~a~maceutica:l "11a ,5 ''all ;in?reas'ingly
ie~s_,er __ t::er,ril_; '·s'f.",pa"ter:t:' 'l;ights as't-irile'":gcles "ori-and -thus-lesspa'tent
rights to depend upon.

In recent we e k s there has been a growing 'recog'ni tidnth'at 'both' :the
p r9l:>;ler:] Pi: ,~f1~..9E}n~~;t~,~~duE)t:ry.~it.~ ;.:r:C=,~pe,<::~,i:0 ,~O?~. _&,I,-r~CJ,al?J?r()y.a1
prqc:es s,.'E1 5,:a1'1'0' ,t:~e, .d'~,te,~f erit -'f rOTI1;~ri:~crvatic>~":,'f or ",the. 'j;' e-se,arch,~·ba: s, ~,d"
pharmaC~\l th~a:l': c:'6rrtpa'n~e,s ,.:due.-,_:,toi,I1'a'd~_quai:e: .P'ct~_~nt: _proteci:~o~ ,'.::;hoUl,d
be aCl~,~,~;s~.~,:q"i,x:' ,a'sir19,~.e yiece ;,;',of ;1~g-i'slat~oTi-'q5~ver ing' boch sUb5ects~'

At::~h~:,-:tI,41'~'::~f:'~ri~i:~,g" t:'~is :ra)?~~);:.nOJji~;~::,'h.asC(:he;eI1:'iflt~'odtic:ed,f'~
~~:~h~:t"",tIC>~,s.e"O,f".,s()n'gr-,te?s::TO()1<:~l·rg'.'~'() E)olye'-'l?o~h;-'thes,epro~leITls;,,. ,:FO'r,
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be t;ty~,~n._c~r':t"ent-J;y "'()PPC?~ir:g'-9amps :iil ,the, '-,Ho~,se ,?,f,'Representat:iye~ ,on
bO~f1'p~Eices,:()f"legi~~Cli:~on:'I.'a~,<;1~"-un~cn~b1:ed~.YI accommodation ':of·,-,the
views 'of ~.:'th~-other':'bYeach'faction~. - -

i"',"""', ," ''',--'','"'",,, ,',', ----',' , __', --',,'" ,,'.', :, ",",

I "h~edf(\Y r"~ortirii<ob"BYb".triguriaBre tOpr"dictwhetherthis
IJr:~sent:a:~?n.w~?~~'d-':b~"on ',~h~'Pqt~:r~:~""T.~'li~. 'B:es,t()~at.ionl>.ct'of1982 "0,I"
i~. 8-~,., .. ','1 ':~,arri . Iri':ci ":~i~ilaI""Dosi,,ti().r} ",'a~ _':,~,hedpr~'~,~ri~. ,timeiI"l,being .unable
~?",pi;eq~f~ ~~e.-'futur~',f~;""paten~:'~~l;"rn~~storat~on~. .;~+early ..... ~'f'th~
adcommoda t~()~:::I"r ~~~r'to:ear l~~r "'~ ~s".r~~c:1}e4:; t1}~ le~islaticJn "oou Ld "be

-'enacted -by' both"Houses of 'Congress' at :a'n"early'-date"and our <PIPA
progl:"~n \"C;>t~~q not; 1:l~ b llrdenecl"by .~n()th~:t:" :':I?date on pat~nt Term,~e~to-

rCit:~Qn., .,-,~.f:':n().su<::h'~<:coII\m()'?Ci~iqn,..'f~ reached may be 'speaking ,:on
~I:i~: SUb] ¢ct"-~g~:Ln'ip.:rilJ2<1n 'rIext ,~ye~r. '
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Abstrac:t

WIPO'S JOINT

P.I

COMMENTS
ON.

INVENTIVE ACTIVITY·GlJIDE;

j~:banese (~~'rOUPl .C~mm{ttJ~ No,

Cti"afrrrtan: "Jure Ichirnura
(Sh~n~,Et:suCllemic:al Co •. ,.,."td.)

"Spea,k"r.::. , Miror,u Tahara
(Fuj i Heavy Incltistr:i:es· Ltd.)

WIPC) , s Draft."G~ide to th'"Legal Regulati6ri'of
Que 5 tions concernInq. ,the"Re"sul;1;.p: ;.. of:;,.J:pin t'19V€l'l:,t ~?,e
Activity in the Course of International Scientific,
Tec:hnologic:al and Ec:onomic: Cooperation is a useful attempt
to offer options for c:ontrac:tual solutions of such
questions. lIow"ver,itstillrequ~Fes":furth,,,study and
improvement before it is finalized for pUblic:ation and
c i r cuLa t-Lon-.,

As a generaJ.c:qI\Ullent, .the. JJraft.Guide a"pea,sto
advocate specific provisions in a nurnb~r of 'its ­
pacaqr aphs , It alsosee!l!s:to dealwitll. 0lllyh"rizQlltal
cooperation between profit-making business enterprises.'
In our:opinipn ,how,,:ve,r, t:he ,Guide should note~tablish
standards but only offer options and a Lt.e r ne t Lves ," We
fur·ttl"r believe.that:.it:sh.puldbe e.~pallded t:ppoveF, ..
vertical cooperation and cooperation involving non-profit

The Guides:hould also. pay more. ":tte.ntioll to
ic'laws such 'as' the anti':'trust and 'H.

I Q<~_c1di'·pion, to tho~e:ge:-tie:r.al, q()~_en ~;Sr,:",y:afi_()u~ ,:
specific paragraphs of the Guide also need to be reviewed
and .may haveito be.reviseq
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I INTRODUCTION

W,IJ:>O,', s Dr"J"t, Gu~d,rto,the, J;.egal Regulation of

Questions Concerning the Results of Joint Inventive

Activity in the Course of International Scientific,

T~.ch~Qlogica~_.:.apd Econqmic: Co opera t i o n dated December 13,

1982 (the lI:<;ui:d:,!=uJ is,a ,si9.ni,fiqant step towards a better

:linde'ri:tilnd-rh'g::::a:hd ':~riai-y:s:'f~:{:of questions and problems

.cq.nc.e rn;in9,:; ,':!~S ·f,~·.n t,:rf.~lqJ-; ,,~e'sJiriblOg'ica 1 and e conom i c

cooperation between partners from different countries with

different social, economic and legal systems. It provides

a basis for further discussions on which a useful guide

may be prepared. However, the Guide as drafted still

order

r equi r ea a .careful _study: and a fluIl},ber, :9~ i mprovemerrts in

'h;,'mn, y<. (:_~'~~r'~.~~:ns'iv~' :a,rid;:pr:ad(ic~;i',;r;.

submitted a summary of its comments to the Japanese

<d:efe'ga.'f:±-bn :'to' '_t)-le':"~x'p~{fs' :,CCl:ri'f~':r·'ehde -'ori'J.o int'/'Inventive

text of which is att'achea 'to' this paper as Annex, A) It

doe s nocvseem -ll:6w~'v:e:t',\'t.:hat 'En'6se: ,:'cOInrilents."were ta'k;en

iilE6 'c'oris:t,~e'r'aEi()ri yi"":'tft~,.:',pr'e.p~.rirt:ion' of';WI,~O"':S"-Repo r t; .'

to 6, I9?3 Ctihe'ErigTishActivi ty held in Geneva F".,m

,b1{ the member 'States 'of 'WIPO

useful to refer to those commen ts in t hLsvp ape r, ii'h

paper also includes additional comments which our

Committee members believe to be relevant or useful.
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Of cou rse ,~::"t;tt,~; cpmmen,t:.s; :~ha!=, __ f oLl.ow .fl() ,rotre_pr~s,e ..nt the

Japanes~"yie:!'iin.any,9~fi.S.ia,1,G~pacit¥;.,.,;but;,;~hey.

incorporate .r.ernar ks ma_d.,~..,Py.~,~perts .i.n. .various :~npust:.ri.a:l

groups of Japan.

II GENERAL COMMENTS

2.1 purpos,. .of· th,. Guid,.

of th,. Guid,. should not be to establish standards to be

f o Ll.owed., Tt"hould r.atherb,. made more. clear t):la.t the

Gui_g,~" prOy::i,dt?:s, :only.,·,{or:, yar:io,us:,:op,tioI1? ;~.nd:,.'?-:I.,~,~fIlfLtiy~;s:

that.might be consi.der.ed for "dpption. by cooperation

practically acceptable in the ,giye"sitya.ti"ns.

2.2 varying Relations of. Partn,.rs

It.doesnpts,.em that, in preparing t.he Guide,

differ,e;pt .ob j ec t ive.s ,
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"Pl'r:i:;'t::, -'it "seems t het 'thei"GUide):oh1y de~:ds'with

"hor izontal'i',:-'c:66p~ratfoh be:twee'ri'pa'rt'iier'i;;;" :in t.he 'same

ousfness 'i±jelcf. Needle'55 to"':"s'ay ,';'-hdtJever',:·',:sc'fentific,­

technological or economic cooperation takes p L'ac'e i.n

"vertical" relation as well.

Secondly: it also seems that the Guide is

p r imar ily des igned to cover codp~i:,,'a:trdh!.,he<t:.w~e'i{X

profit-making business enterprises. However, it is not

inti:-eq1.Jeh't:-'fdr':' 'd6nLpr:of it "i'ns:':fi;tut.:idti:~:r:sUch 'a's'; 's t'a te

en t:e'rp'i-'ifses, r e's'ea r ch :ins::':;i'thi'Eis:~:'.' 'Gov'ernmen:t' a:ge:nc'i es,

etc _,) toeh:t:~r'-' 'In''t'6:''C:Oc)p'ei t a'i:.ton' :'~g ree'm'en:t-sw'rth: "-s''irilila-r''

ins t~rttit:i:O"ns':::--or pr'Ofi'flmak f'h'g':' 'b'usi'ne-ss' 'eh b:~(rp rL'se s,

Thk: dl:f:f ~~rent'-'c ha}:c'::t't: t-E{r i s'tics dfJ, 'C"O'o'pe:r~ t i on

par tn'e'rs iil'{rb1,Ved':- 'would": re"qu i'.r'e'''~,-:: di ffe're-ri,b" ,'t reabnent and

solutiono,tJ'q'lle's'i:ions' and 'pr'6b'lerns do'nc'eirhTncf cooper'at'Ion":

between them. soin;"'oi:: theparagl:aphs of the' Guide dOrlot

properly apply to such cooper'a t i'on ,

2.2.1 Vertical Cooperation"

are not

sud':."dlsCussiO'ns' is the-:t:~irit'or:'ia:l <liv-.is'16ti-'Q'f the' :'r'igh't

to secure .Leqa L p r o t.e c ti.o n of joint invehtiorisahdjoirit

industrial designs and to exploit them. In the caSe of

vertical cooperation between a user and a supplier (such
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aSget:~,e~n:,an',<3.lJtom9b~le man~Jact'-lrer,anc1"ajnake r oz'.

supplier of assembly parts for d",ve~opmentor i.mpr ovement;

of asse'!'bly.parts forautpmotipe pehiglesl, the user

sometimes has no intention to exploit technological

resul.ts itself in any~",rritot;y butwishe", tQ.l1ave th",

supplier us",. chem tomal}uf,,-ctllre such. as",,,,mbly par t s for

sUPP~Y::,):2, t~~ u~~r,~ Ii1 auch case "th~re would be no need

for t~I:"ri~()I:'~~l:q~yis~(~m-:/()t,,_theright to own or, expLoi t;

joint,:,il1yeIl:t:~9I1:S Cl,nq j<J.~I1i; iI1c1US~F,~Cil .des Lqrrs ..

Vertical cooperation differs from horizontal

COOp~~q~~~~ i l1 ffiqny other respe9~@~ ~9~ .. :It,~§ aqvis~ble,

ther~~ore, .:to ::'::Cidd"t:o ;.:th~_,:~uid.~ase.:p~r.at::'l?: ge,C:.t~,'?r! wh~ch

deaLs .wi th probLemsir e La t Lnq tgy",rSicalcoopet;at~gn •

.'rI,1€ na nu r e 'o,f probLems ,i,nV"91v~c1, in v~,rt~,cal.

cooperation itself also varies according to the

r e La t Lonah i pvbe t.we en tl1e·_p<;irt;ne:.t;,§~ In mose case s ,

verti<:?l"cqop~rat~:()11 CliIl1s;,C!t,:deveJ.qpIqe~t; 01=:: 9, pa r t i cuLar

p~o.duct<tobe manufac;turedby .one oCthe par t ner.s

("sllppli",r").for.;us",.by.th", other partner ("Ils e r " ) , such

cooperation takes place:

materials and a manllfacture~ofJ:inished products

(suchas.;betweena .pettucheJlligal company anc].." ttp~tile

company fQ~development of a;pet:t;oche,!,~cal ptgduc;t:to

qe U~_f;d 'o3,:;i,a r aw ,)na.t~I:' La l for manu f ac t u r eio fia t e x tI V~,

249
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prodUct,'iir'id bktween'a'teXt'l.le 'e:6mp.any and an- appare L':

company for' development of' a texti Le: produc t; ·su i table

f o r" des ign ancic produCti'oh': oEarr'apparel: c 'ptbduc'tT'i

{b} betweena.':'inanufacturer of' machinery o r: equipment

and' a'; nfan"Ufacturer; of" products Using such machine ry"-": or

equipment (such as between a"manufacturer of assenib Iy

E661s'-'-,3nd an 'automobile cornpany"':foi' development of a

special tool'to'-be used :£br as~eiriblY'::'of':aiitdrri6t:ive

vehicles) ;

\'lcY )between a manufact.urer':'dE -mac hLner y or equ i pment;

arid' a d6riipa:i1y piovidihg"sef"vic'es:·usirig-machinery-'-oi

equipmenl::"':"('Suc'h as,:befwee'n a';'manufactlifer '-;-6f tools 'arid

an automobile repair shop for development of a tool to

be used Eor r:~paTr'Bf"'aut6mot:fve vehicles)'ia.'nd

(d) between .:a' 'manufac t.u re r arid "a)d fs'f.:r'iblitdr «of '~:a

'Sreta-iler:', (such as"'bet'we'eri'(a ·ritarillfacDuref- -o fc corrsums r

goods and:;a:' ':'di's66un f:·store '-:'ope'ra tor:::'for ;deve'lopmeht ;:"'Clf

'spec ial -conaume r ;~go6ds to '-·:be,,'sold,,'a t :';;d'iscoun t st.or,e'sT.

Where vertical cooperation aims at development of

need t o: include ::~ferms and '>corid it ions ;;for::co-rrime-rc La L

,tt ans aoti io,ns reliiti'rig 'ito"pui'cha:se ',' arid 's.::fl'e o f',;pr6duc ts to

be de~~lh@~a iri~dfitfEr~itfori 6f §ticces~~iri the·deVelb~ritent

off s'lleR':products'. Hcwever ,' the interest-':'()f,:'each"partner

-.
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in the exploitation .o f : technologicaL results would often

differ from, that 'of the other. The supplier m,ight wish to

have a secured customer of the product to':.,l:Je developed-,to

ensure that development costs wilL"be' r e cove red , Acc t.he

same time, ·hqwever T the suppliet'might not;wishtobe

exclusively tied to the particulac:user and might wish ,to

have freedom in the selection of purchasers of the

p r cduc t , On the 'other hand ,: the user might wi shnco have

an exclusive right to purchase theproductifrom the

supplier and might ~even'_:wish -,to have one o rvmor ero t ne r

manufacturers .manufac t.urevcheoproduct; for: ·'it~ In some'

cases , however,,··t'he·",user, might prefer. t:.o:al:low .the

supplier to supply the product to .o.t.he r users in 'retur,n

for some compensation .o r with-the expec-tation. of a

reduction in the production costs to be paid for the

product. 'I'he'e e ,-different motives and :,requi,rements'of ,,:the

cooperation partners :need - to .be :care.fullyreconciled Ln.

drafting the cooperabion agreement. There maybe a

variety of.alterna'tives to deal with these ,different

requirements i which,may include· the·,::following:

(a) In a case whe r e the .cccpe rat.Lon per t.ne rs desi r e

to continue their close r e La t.Lonab Lp ,:for,exploitat:ion,

the product from the 'supplier for use or resale in a

certain specifi'ed geographical territory or for

ce rt a i n spec i fled appl.Lc a t i-ons. The, -suppl Le r may be

free to sell the' product .ou t s i de of; such :_ter-r ito r y and
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app'lica t i ons, In'.:.cons:ide-ra't:ion of', such excLusrve

:i riqh't , :the~; us e rtmay be.vr e qu ired. to; purchase arc e r t.a-Ln:

specifiedmihimum quantity 'of the product.' "These

atran~ements::will'teirniriate. at 'a specified time'

wher~upon0each~partner::;willbe~fre~:fromvany:jsuch

res tr Lc t ion;:: and.. r equ i r erne n t 2

('b)' A:}mo~e166se.a r r-anqerne n t r.wouLdroe .tha t; the

supplier would be f~e,e t o sell ,the product to other

customers >with or ;";wi t.hou tcpaymeri t . tor-the .use r .o f

spec,ified compensation ::The;'.use·r. .twou-Ldos.Lm i.La r.Ly be

free cor'buy csuch <produc t; frcirnfothe-r,-:sou'rces.-· However;;'

the "supp1ie~wouldi,when~equestedby the' user, supply

the product <on ·the'··most -;·favdred terms-..:

'::'fd):There'-'-may :,,'be >a ::case .wher-e each vcoope rac i.on

pa.r t ner Ides'Lr e s vtio expLoL t 'techriolog icaL.~,esults

Lndepe nde'ntrl.y , ' "En such "case',,' ',',the:, de'si:r-ed;a'rr'angernent

for e'xpLo'itat:ion ;:r.;io'uld:he .s Imd Lar 'to' 'that- under,

ho r i zon t a L cooperation. Bot.hr-t.he s uppLi e.r and the

use~ would use the technological results to

manufacture 'the p~oductwi'tho~ without' payme n c to the

other'::of::specified ::'cornpensation~'

In -any case:;': :howeveri,:,.:t,he:rewill;',be a :'g-reat decal

of difficulty 'in 'd~aftiml' provisions Tortlie coope r a t l cn

agree'men't::with '.c:e;spect',: to, gu.mi r e.r.comme.rci-a I transactions,

as i,'i't, wouLd cbe 'ext'reme.ly :dif-fi'cult,o,:to f o r e s e e cwha t;
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techno log ieal resul,t~tn:ig:ht. ,:b.eachi.eved,;, ;:,,WLthou t,~ k now i nq

these results, no one can define in ·,the cooperati.on

agreement the appropr iate:amoun.t·; of, comperis a tLon, __ 'the­

minimum purchase quan,titYF-': e.tc:'~:.: ::P.e'chaps:i ,a:pr,aC.tical":

approach would be to set forth only a general guideline

the basis, "of .. on .wh i ch mo re. de:fin'itiv.e p r ov-i s d o n socouLd.

later be wo r ked o u t r.whe n 'the. agreement"for c ornmer c i a L

transactions is: drafted.:

2.2.2 Cooperation with Non-Profit Institutions

Because of their pUblic nature, non-profit

institutions··often have'1fix~d:;policiesc'esta~lishedor

approv.e'd'cbyi>thecgove:rnment;.<wi th respect .tio -',certain terms

of:coope,r.ation-.-:aqreernent.s to be .ent.e r ed int,o':,:,by,suc,h

institutions i,-and ;;slich,policies.' cannot, .be ·,altered ,::by

contractual '~:prqy-isions~":: Consequently; some of ,the

d i scus s ione in the 'Guide 'cannot .be applied .to cooperation

ag r eemen t.s r v i t hr.o r ,between such Lnst i tiu t i ons ,

. Some of the areas in which noncprofit

institutions may have such fixed policies~are the

following:

(a) Theownership<6f joint,inventionscand jointc

industrial designs;

(b) Exploitation of joint inventions and joint

industrial designs;

253
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(c) Licensing of rights to third parties;

(d) Applicable law,

(e) Competence of courts,and

(fl Settlement of d'isputesby arbitration.

It shouldcbecnoted in the Guidecthat thediscussionscin it

would have tci:'be r e'con sLde r ed: in' the light o fvva ry i nq

policies of each non-profit institution in: the case where

the cooperation agreement is with such institution.

2.3 Anti-Trust and Other Public Laws

Although," in some . paragraphs -o f the Guide '

r e f e r.e nce is made ·:to:national.:'; laws/:·it:m'ay',be>adyisable t'o

z e f er , where ne c e s s a ry ; specifically:,'to':,-:the:anti~'t,rus:t-or

competition: laws exf5t:ing.--:,in:;rnan~tr)adva-ncedcount·ries:'and

to the laws on the introduction of technology .p r e va i.Li.nq

in 'developing count r Les , Those laws :would,limit,the

ability of cooperation partners to·freely negotiate and

agree on terms of the cooperation agreement. Some of the

arrangements recommended. in:-:the Guide might, i nvsome

countries, even'be>against those laws ..

if it would pay attention to those lawswhereyer

appropriate.
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III SPECIFICcCOMMENTS

While; in this paper we-;oda not Lntendct.o.rd Lacuss

each paragraph 0'£ the. Guide; our; ma j or: comme n.t s on some

specific; par aq r apbsvLnc Luded, as well a s. on some which: are'

not yet included, are as follows:

3~,1 Objective and Scope of cooperation-·-

·We note that the Guide .Lacks discussionsCofcthe.··

impor-tance of::how,-todefinethe ob j ec t Lve o tvcoope r a t Lon.:

and the scoperof j o Lnt; inventive-'activity;,: ,;,These'

definitions are important. not .on Ly.vfo ri.d e f.Ln i nq the 'scope

of j'dint:',ir'l"veritions and joi-nt i.ndus t r.La L designs buc.t a Lso

for 'determining (i) d e ve Lopme n t; costs to 'beshared'i (ii)

informatidn:"to'be::exch'anged, (iii) success-or - faillire-'::-of

t hecjo i nt; inventive ac t.ivi ty, (iv) s i.mL'Lari.t.y o fioche r.

joint inventive::activities,';-:with:;third .par t i e s , <and tv)

many other rights and obligations of the partners. .Where

~ossible. it may be advisable to set forth target

specifications to be achieved in the coope r a c i.onvaqr eement; ..

3.2 Responsibility of Each Partner

Once the'scope of::joint inventive .ac t.Lv i t.y is

defined,· it 'would then be necessary to allocate the

responsibilities to each partner within that scope and to

define what contributions each partner is required to make

255
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towards the achievement of the object:ive.::o'f::th.e

cooperation. The division of responsibilities between the

coope.rat.Lon: pa.r t ne.r s would again-q.epend:on-,whethe't the

cooperac i ori is' horizontal:,oc:ivertica-l, on whe,ther:,-:the

pa r tiner s.tLncLude non-pr o tid t Lns t i cut i ons, a ndvoncvar Lous

other circumstances.

In this; ~bnrl:~~1:~,():_ij, ,COI}~.iCle:rAt;ion-,'shouldbe: given

to whether there should be a penalty in the event of

failure of: a.partner.to.fulfilL·.its 'responsibilities.

Sincedeveloprnent activity,- inherently-involves a r i.s k .o f

failure, Lnrmany cases it":would;'not be vapp r cpr La cevt;o

penaLi.z e e Lt he r ::partner :;~~cept::;for:::a::default in s pee i f Lo:

obLiq ac Lorrs cauch. as ithe secr:ecy<ob~ig,ation~ I:ndeed,' :thl?

success of:joint inventive activi,ty cannot be::secured- by

any legal .means ibu t;- can 'be achieved .onLy-ot.h r o uqh ::the

willingness of .each partner to make his best 'effort. .Fo r .

these reasons, it is:of ':J.itmost i-mportance:to choose .ia

reliable partner

3.3 Cost Sharing

The Guide discusses,'how,to ~hare,;costs ion

inventions and :'joint industr La L .de s i.qns 1 :'but- doe srno t;

offer any "options 'as to how,::to:::,share deve Lopme n n.rccs t s ,
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.T.he ...typiGal.. ar.rangem,,,,nj:!';· for ,!';har ing deve Lopmen t;

co!';ts would be either (i) to allocate costs to the

partners' a,t; fixed per cen.taqea- ,(for> exampLe, onia 'SO-50

basi sj.vo r ~Cii) for e achipa r t.ne r to bear I t s own

development c ost s withi,n:.the scope of its:-,own

r e s pons i.b i.Li td e s, - Except where the latter ar r anqemenn is

adoptred, it wou Ld be desirable t ovspec i f.y a.rme c hanLsm in

tqe:,cooperation ,agreement .as to howot.he.obudq e t; for tpa:

total deveLcpmencvcos c is to be ',e!,;j:ablisned and controlled

i n.vo r de r ;', to -pte~ent-"e ither,: par t ne r vf.r om rbe ing Eorc,~d::to'-'

bear an unexpectedly large a:mount;'.ofCfcosts,;;

3 ~ 4 Restriction -on ::Use ,:of ::the': .;,Othe:r::P:artner:':s

Infor.mation-,'

Tne Guide states that thecooper,ation partners

shou Ld exchangewLth,-,e'ach othe.r-,:inf:axmatioI:i:ne;cessary eor

the joint inventive activity, but does not discuss the

necessi ty of restr icting the use::of.,",sucn''information;: for

other purposes , In most cases, 'each partner is' willing to

provide information .: to:the -o t he cipar.tne.r <0I"lly for use in

the joint inventive act-ivity-and -does vnot; wish any such

information to.be'u~edfor;,;:~nY,Qtherpu r pos e , This' wou Ld..

In this connection, it is important to clearly

define. in the agreement the -pu r poaa of t.he cooperation and

t ne scope of j oi n t; ':~nv.entive ac t Lv icy., a s vs t a t.ed. above.
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3;.'5 Restr ictibn c: 00:'3 im-il<3.t"Joint' 1I1ven-ti-'ve-' Acti vi ty

Cooperati6n'aqreements:,-sometimes pr-ovide}, f o r

restrictionon<entering: into o cbe rvcoope r a tLon agreements

with third part i e s f o r Ya s frn i La r vpurpose, Such

restrict,ion-may':be desirable:~to~~pr~vent';technological

r e suLt.s . under one agreement f r om.vbe Lnq mixed cup with'those

a r Ls i nq.. from othe:'t'agreemerits. Orr. the- other hand', 'in some

c ount r ies-',o:· such a-:test:r::tction;':;;may be regarded:<as' an­

unreasonable"! r e s t.ra i.rrt; -,of·trade,'.:and·:,a.s being in violation:'

of the anti-trust::drcoIIlpetitidn Laws .

t.ncconnec t i-on cwdthsuch ':'a'-restriction i again, it

would be imp()rt"ntto .cl""OY define theobjec:tive of

cooperation and the scope of joint inventive activity so

that:'.:the similarity 'o,:e'--:>join:t' invent'ive-,activities"'under

differ en tco6peration ~-ag'r':e'ements.-can,:"be'-;det'ermiried~

3'.: 6 Term 'and Te:rminatio'rf

'How long the' coope r.ati-on vaq r eemen t .' should

continue requ i.r e s c a'r e f.u-L business"consideration.: It

would·generally·depend on the\typesoftechnology or

partners, and various other factors.

Inmost cas e s , it-,wouldbe desirable to divide

the e n ti re agreement term -;into s e v e r.aLvph a s e s andto:set: a
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t a r qe t, f6r each, such' phase, The, aq r e eme nt; cou Ld-r.f u rcher

pr ov i de that at the e nd.io f each phase the"pa"tners shall

j oLntLy review,ctheproqress :'cmade dur Lnq such phase and ;

where nec e s s ary I agree o ncmod i-f i c a t Lo n s iU.the._-schedule

and:,:';targets:':for:" the-'sub$:equent .phases , -These:' p r ov i s.ions

would help the joint inventive activity proceed -Ln a­

manner satisfactory to both partners.

Because of the uncertainty of achievement of the

obj-ective of-',coopeta·tion:; however, -','it,rnay::be,:de'sirable to

permit:ieither partner to':·wi:thdraw':from t hei aq r eemerrtvprdo r

to expiration': of its t.e rm , :-:Io':Eact, a pa r cne rz wouLd .qa i n

little by f o r c i nq the o t.her pa.r bner who has Lo s tvi.rrt.e r e s t;

t6:'stayhJ.nwillingly.': '1nthis connection', it would be

;necessary to>consider 'whe:ther it i scappropr r a t.e to perrni:t

the withdrawingpa"tner toret'ainitsTights to the joint

invention and joint i ndus t r.i a L des i.qnavacqu t r ed upiEovt.he

date oE its withdrawal.

3.7 A"bit"ation

The Guide states that in international commerc i a L

practice, arbitration is increasing~¥ preferred to
"'"" " '"CO,'"~ "'" ,"","","'" , "

proceeding beforecfvil

disputes. We concur. First, proceedings before courts

a"e open to the public and thus have the danger oE

disclosure of information. Of course, such disclosure

should be avoided in the case of technological cooperation
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i.n.t.o.rma.t i.on.rrequd r ing h Lqhes nvpr o cecn Lou, Se coridLy, the

r e La t.d onshi.p be,twe~n the cboperati9n,':par,tneTs:is, d i.f fLcu Lt;

to' p reciseLy de.f i ne.vd n . s t r LccvLeq a L t e r ms and.;.. as.i a

resulct>-"is", no.cisu i. t abLer.fo r -, Ln tie r.p r e tiati i o n i arid.. resolution

***

in st,'r Lc t, acco r dance wi tih i.Law ~

andr- optrions: -for -_'p~oblems:'"in ,~,international sc i.entifie 1_

technological and e coriom.Lcveoope.rat-Lori , We:_,appreciate~ the

e r f o.r.ts: .rnade by all the';'ipe;rsons':co:ncer~_eSi":in':dr-a.15t~ng the

the(:y..or:1d wi.Lkc con t r i-bu t.e the..Lr ,':·wis,dom t.owa r d s yf u rthe r

A. COMMENTS ON JOINT INVENTIVE ACTIVITY GUIDE OF WIPO

submitted to .the Japanese delegation to the Expert'
GonJ:gr",nce o:!'I'i;J;PO.

• • • • •
ANNEXES

• • • •

B. COMPARATIVE ANALYSIS - KOBE PAPER BY

c. Full copy of THE GUID~.
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COMMENTS ON JOINT INVENTIVE ACTIVITY GiJIDE OF WIPO

Our comments are as follows.

- ANNEX A -

The Guide is, as a whole, well fornui'ate-d,'. N~v~t'th~ies:~-~'<lf';':~£fii
eeeras-uecesearv, j.o p~y,.- :g,reaE~r._CiFt:.enti,9¥- to, the,;so~:ia\,:: e,s()nonl~C::,.and .Lega'l
s,~s~'ep1s,'~f':Y~:r,i9tls''~puntries~si;nce,.t:.he:'Guide ~s;- il1t;e~~~~,,\?pr:ov:1:4,e ;:
guideii.n~s which might ,i' in a seilse', rule ~ver·~I~:;"i.r,~e;r~~~Jopa~:,).;'o,~Ilt­
activities. Further, it should be noteaihat' inter~atl~n~l'c~~peratiori may
come in various forms.

COMMENTS

1. International cooperation takes various forms. The international
partnerships which the Guide seems to be exclusively concerned with are
limited to "horizontal II ones between profit-making enterprises.
International cooperation may be "vertical" as well, between a semi-product
manufacturer and a finished product manufacturer, between a profit-making
enterprise and a non-profit organization, or the like. There are certain
problems inherent in horizontal international cooperation, and there are
other problems inherent in vertical international cooperation. Therefore
it would be desirable for guidelines to be made for vertical international
cooperation as well.

3. The Guide seems to set forth guidelines in connection with securing
legal protection, joint trademarks, and the--like, in unnecessarily great
detail. The Guide, however, does not contain the following important items
which should be stated in connection with joint activity.

(1) Scope of Joint Cooperations
Unless the scope of joint cooperation is clearly defined in the agree­

ment, disputes may arise later between the cooperation partners with respect
to ownerships of the joint invention and/or the results of the joint
cooper-a tion.

April 25, 1983
.Jut?' }ch,i~u-r-~l~: -;~~~i~~n

._,' S~c-orq CClIIIIl\i'tte:e" J?~;P4

Th~"-'Se~orid'\~~-imnitt:ee'- ceil'- P-rPA-;h~~-- rey;t~wedllrirkft_'Gui~'e- 'to,._ -t_h~: ;'~~_g~~,:

R~g~lfti9Tl,pf .qt1estion~;CpnS¢l:"!;J,_;Lllg ,_~h_e,:p:es,~~~_.~- hi, j'~i~S, Ip~kn:tive ,Ac,tiv'ity
.'in tJ\r-: ,_Gq~rse':9,f ,tntern~_f:iP?~_r_sc~~nt~Jif,'" };~ch_~o;Lo~gGala~<i _Bconomfc
C9P,p~r~~,f~n":':{h~r~;Lp~fJ:~r r,efer'r_e~ co a,s, ;th~""Gu~4e;~) ';VhiSh, }ir.p,q' _p~l>.1i:Elhed
on."DeF_e~~_~.r;}3}: 1982.__ ' '. . - ."

¥it'e' i~ii6wing a-i~ our comments , ;~~- :;wOui:d, ap:p~e;f-'i4f:e: :1\'.'1'( tn;e:}~'p~ri-ese
delegation to the Experts I Conference on JOint Inventive' Act1vi'ty',: 'to'· bg"
he.~di::~f ,~IPO:'s:he<34q\la,'r.te:f-~ Ln ceneva , ~,~-P~_,~i3:Y,} ,to,'j_,15,,198,~,, __ )~~~~~ take .our
c0mII1~.-q t;s ,.iontq' .consdderat Lon ,',

2. There is the possibility that the Guide may be incorporated into ,the
national laws of developing coutries in its present form. The Guide should
therefore be carefully reviewed in the light of the industrial properaty
laws, contract laws and antitrust laws of the advanced countries, and it

~~..~..~ ~~9~],~ not be unfavorable 'to the advanced nations.
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(2) Restriction on Use of the other partner's Information for Other
Purposes

Provf sdons res~riGti,n,g: .che US~, of,i,~forrna,ti:o~:/oFP~F?pses outside the
scope of the cooperation agreement should:be prepared. Such provisions need
~p~ ~ece~sari~y be a total ban on the use of information for other purposes.
_~:~,,'pt:ay~:,pe,S~iip,lf~~ted",<for example, that one partner shall not use specific
'info,r~~·,ti(Q.h..{o~: o~11~~" "purposes without prior consent of the other partner
which has given the information, provided that it may be stipulated that such
in~q:rI,na~ ,~?_n: c_o~~~:''b~use<1f o;t',_,9th,rr:Pl1r_po,~e,s only ,if"a r oyaLry-beardng
l,ic~ns:~ i_~_gra,~~_ed _:,to: fhe' ;par:t~er:.',':.' .... ,'.:' C',", .: .. ;' ' •.,', .v:
'.(3):,',F;qi"l.:~'~e,~i ;(p iIl.i.' ,c:oo:per ~:tio~" .:,~~riniil~ti?n .of..~p0I'~ratic>n" A~:reeIhen t

',' ~~,h~,' c:fC1~,s~;,Y~c:,:th€: :,~~:~ina,tion'"{ri·tl1~:,~pr~.e91ent, ··.~~,,"fl:. ,tllu:ch' ,gr:e~:t~,~"
'concern than that of "the expriation therein: The"trea.~inent:Of,tl1~:.-r,e~ul~s
of the joint inventive activity after the termination of the cooperation'
,~~~~:~men~ must; ,:bt7,,:~~,:tf?l:"t:h :,~:IT",c1,et?,il ill. ,~Il~f.agr~temellt. gu.tde Lfne
rE7g~id;ing,,t~isi:t~~",,:,~l1q~i# b~ :a4clecj,o ' " ,"

fin ';~dditfori: '-'t'o "t:'h~:':afo~:~2~e:htlonec1poiht;~/" "Y1,~',?iO.?,b:~~" "that: :the G\1:~'~~
emphasize the preference of arbitration pr-ocedures 'in "settling' disputes
between the cooperation partners o,_;.Tll;Ls-:fs because resorting to court
procedures may very likely cause'other problems over the protection of
know-how" ,;co~,1;,spe,~d .. and the.lilte.

'T4:d'~:~,:,":uP ,the', :t~i:~'&~,ing:',::,~h~:GUi~'~ .c()ht;a'iris" 'many' 'qiJes't f.oha. tiie" 'po i~-{'ts'~
It is: ;(),9:r -r:eG~Il¥Ilenci<3"tio,n-tllat: 8IPO :c¥ref~,l~y r,evieWt'he pr-e serit; Gu{d,e"and
then "PP1?:.lis~::~n"~Yl",': r'evise'd" Guide. ", <

262
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- ANNEX B -

cO~P~TIYE ~NALYSIS-- KPB¥ PAPER BY
'JAPANESE COMMITTEE NO.2 AND THE GUIDE

The EoLj.owang ,i$.;,th~ ,c,.o:mpa,rativeanalysis of. the paper read by Japanese Group,
Coromittee N6-'-Z, til 'the' '13th C_6n~'e1:'~t1~:e -in-Koh~;_:(II~~e_:pape'r'~)~nd''the WIPO IS

Joint Inventive Activity Guide" (lithe Guid'ell) wi'thcomments on' each: item.

1. COVERAGE

[Kobe Paper] covers only the joint research 'and 'development' (R&D) .

(th~;'GU'id~"] cover e '(1)':'t:1ie j:ofntpiodjJc'tioIl "a~d other scientific
research activities as well as the Joint R&U'., ',ind'(2) the
&?V~~~:t1~~spons~!~d_~&D.

Corrnnents
The Guide covers R&D activities in different ca>{e~or'i.-'e's"inclusively.
Each guide 1ll each category should be prepared separately.

2. BACKGRClUfflJFACT6RS

[Kobe J1:apel:"l,: " Market 'of ,_major~~~:,~:t:es,t:te;"d~ffer,ent'::il:1:-g'e~'era:l<>'­
'Applicable laws dncLudfng :,th~:',PCl:t:17I~_t' LCi:w, _Cl:~d' the'Anti"':Trust Law
and the Thought of contract a'r'e d'i:fierent'~' - .

[the GUici-~f';-' p6irit~<'out '(1\:(i':rff~'r'cirices''in-the"so'c'i'al 'g'na', economic
systems, (2) differences in the level':cif:s2:ien:tif:l:c':an'd­
teG1?1)ologil;al,d7vel~p~ent, and (3),differences in _.the, .LccaL

-And~_st:rif:ll 'Pl:"_oP:~,fty~~w. ' - - ,

Comments
The factor of market should be taken into account in the Guide.

3. OWNERSHIP

[Kobe Paper ] 'rhe,jt)int owner~hip_shou~d not be ncceesar t jy pucsued
becaus~~::,__ , ;:' . .: ..

(1) separate R&D is-:co~Cl1J;, -__and (~) _'~he:differenfm~ifket
of major interest affects the patent strategy. .

filing o~.cPClt~tlt~PPI~cLltion,sshould" be made taking the
followillg.intoaccoullt:; '" .:c, '

, 0-) i l1yie't¥ of -th.efi:rs7-to~f~~e systematlYappllc.~tions
to .IapancshouLd be filed~s;eaxlieras'possible~, (2)'wH:h
respect to filing of a corresponding patent-app~~cati~n~nthe

. pnccne.r.Lsicounury..f or'''th.~-..,$.QJ.gly=~t~:1!!:~4,_,:t.",~g;~~_~"~, ..1?:~~,'J:,,',,~~z:,:~~ta tion
should be made as to whether or not the applicat~on"is-to'pe'

handled by the partner. <3Lwith respect to the '-inventions made
in USA, the patent applications therefor should be ~iledfirst in
USA.

I the Cudde] (G~l) 'fhe ~\lide defines the)oint invention as 'being not . only
joi~t1! ~l1v~nted bye~ployees of the parties but also solely
invented by employees of either party.

263

-,



P. 20

(G-2) The R&D achievement for which the parties invested
jointly should be jointly shared.

(G-3) Tl1~_,r_esu~t:,o'{'; #le~stabli~~~_~,e~:t-a~d':>~~e'"ac'-tivi ty of a
joint v~n'ture co~pariy' should b~ j~:l~tly' sha~ed... '

.' -, ... ;

.(G;4) The,,.jo~nt:-,_~hv,eIl~i(Hl :io -8,_:h,~:~r.~~,d~iiid.tlo.ll'should'<be
'r:~g_~r4_e9 ,-,a;s,p;~i~g',0:£__-~'jo:i~lt. o~;e:rshiR:· ..

(G-5) The joint invention in a broad definition Should:p_~,,::,;_;:,,_,,;

regarded as being of an ownership to be determined by an agree­
m.:~P~,,,_P_~t_:W~J·W· .the :par tLas.

,.(.Q-:6) -YJ:;L;th._ I'espec~:tp, :t:p,e, lo,:in~ ~tl;;.rent,iv~,.a"c:~,i,vity t~E!, .exchange
\0{_'inform'a t ion.{s 0 bLfgat~d·.,
,. "",-" '," ..:" ,"...<:,' "". .: ". ,""

(G-7) The Guide suggests a ilrovfs.i6~' Or sec~~i~;g' legal protec­
tion, such as the legal procedures for filing and pate~~

"",pr9.t:,~·c,t~o~.

Comments
(0-1) The joint invention should be construednarrCl;w;1)T',Shel:":~b,y:;;,~_:,
allowing the ownership of the invention to the party- to:which-the
Lnvencorajaelong ,
"I'~T·i.~ ,:,p:re~:(;i:ahle,;' ,.toq'~;~:~~i~~.:.:i'~.'~' ;~:o,wri~r:~h~p.~, jq{~t'·'::9r.:~Ol~;·<iri
'-";'{ew 0'£ the' 'inh'er.ept: Px:.(mF7N;:,arx;~__ .

IdentLf.fca t:..ion, Qf;1:ihe. "jqJIlt; -;i,~y':e-q.~~ort,a,nc1, "its ownership
-sh9.~Id·)=te,>:::e.p;-a:r.~t'~Jy :;tre,a te.d.,'.,' .,

::(~-~5);-'~if:h ~:'~i~'~'6t:'

it should be owned
inventors belong.
~U,PH',~: use,

t:'6 ;'tIle !bi6~d ·d:~'f'j_ri:ft.iQn':::9:~:':t'~e, ,.J(j'~¥t:~/nvention,
individually by 'the" company t~.·wliich'the
Appropriate adjustment can be taken in vi~~

(G-6) Consideration should be made as to local acts and r-uLes .for.
confidentiality (ex. the Tarrif Law in USA).

:-(,8::7')":':pi~v{s;i~n f"~r::'~ecUl!iri:gi;i"~:gaf £f6f~:~;ti6ri are no

)t;o_,:be,-,i~s144~d__"~~ the j?~nt)~,:&:p,: ..p~9dl.1C:Fi?n 91:' .... se Les
'They"can be ~~12a;ate.ly,pi8\r]Ae'd~ f9l:" '.,' . '

[K~be Paper]

appropr Lat e ..
agreement.

system

,264

JO,intly Owned Rights,.
, B.;lsic~l~y" tJl~

without al1y.,;r.f?stli';i~:t
igl1t_ t,ri" :ex~'19~~:r.'i11~., i.~ventio·lrs
on, Sf,19P~g 1:?~~' aS$ur~i;1..".tc?:, the parties.
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The one-added' :r,estr·lcti6ri:of .use :may-raise a .que'at Lon of
vao Iaufng- the:A:rit:r....Trust Ta'w :se,tha,t';the 'parties, ehouLd be
careful: in: this: "r'ega'rd;'

SolelY OWrikd'Right~

-'c' 'Oener'a'L'Ly, aYoya.l't.y-Free ctdss'license: :·withol.ft::r:estric­
r tcii' is::8'vailable~

Some restr,i~t,ions,,~<ir 1:le;lln~~oid,a?l:e:,~~: d,e\To~~()n o~ the
parti'es'':to -che' invention-differs'.' ". In' this,c'ase~,:' cOTI'si'deratiOn
'to the:' AritT;';Trust" vlo1atl0h: :shO'uld>be thi6ughly made,

Sub-license and share of royalty therefrom should be
discussed befor~h~nd.

Backgrh'iindJ :Pate'nis
Patents in t hf.s category should be treated ,iricthe'-, same

manner as the treatment of the solely owned right with some
restriction on the license in terms of R&D areas, types
frdducfs"~'- aHa: market:ing:"territ'ol>ie;s ' ,

[the Guide]

Joint Invention:'
(G-I) Each party has the right t6::expTditTi; irt';its :'own~

country. Regarding the third countries, an agreement between
the-parr.Les 'should:-de'taitw"h:Lch :p'fli"tY'should:haVe' ,tlle::rf'gbi:':,;to
exploit it"

Background Patent
(G-2) Parties are granted a license, eit?er royalty-bearing or
roy'c'dt-y-Ei-ee, dur-Ing the term' o-f'the agr-eernant ,

The Guide stipulates detailed procedures for filing and
protection,

Comments
(G 1) The: Guid:e- does 'Iiot're'fe'r::to' the:ca.se'of,i/e'rt'fca.l: :cooper'ation,
in which the: right to' exploit :w6'uld -berestrlc:tedth-: :some"ext-e-rif)

No reference is made to a sub-license to a third party of the
solely owned rights ..-;

There are some cases requiring a"right t o<exp'lof.t the'j'bint
invention in the partner's country.

Market size of should be taken into account,

(G-2), With respect to the detailed"stipula~iotlregarding f LLdng atld
-i-irotecting'- p'rocedui-es , we do not·-seethe,'requirement' laying behind",

It can be handled in the sanie'rnanneras'for the "no'rma'L inven­
tion of the party to which the inventor belong,

5. DISPOSAL OF JOINTLY OWNED RIGHTS

[Kobe Paper] The fo Ljcv.rngt shou'ld be- 'dascussed befofeharid;

265



P. 22

(1) Availability of a license to a third party including
t erns .and. .ccnddedons , -shares, .o f r:o:yalty,:,;et.c.-;

. -(2) Aya,:il:abil:ity of .assdgncent -otp:Ledge; of :i:t? share.
(3) ExcLusdon of a third party':sinfringement',.:

[the Guide] (G-l) With respect to the joint inventions, each-par-ry has a_,
,:r:ight,:,to-,grant;a non-excLustve. .Lfcense to. ;t:hil:'"d'pa.rties in
its respective countries. Licenses to; ,t1:ti.rd ccurrt r.Le s: should
be determined upon mutual consultation.

\",:,:-, ::-,. ,c. -;.' " " .;:: ,_ ,'....'... ,", < _,' ", .. :. '",- .,:..-: .,'-,- ;.,' ", ::;',,:: ',;'

The:-ra'ya:Yi-i'~sf~,oIl1:th'~;thitd -c.o't.1Il-t:r-:i.es should bev shared
"' ,.,_ -partie~.. · - (T}:1e r()y?;lt,;i€;:~' ,'fl::om, respe;ct;iX'~' countries
should be exclusively received by the respective party.)

(:(;-3) Exclusion of~ third party s ;inf!:,ing-ement:,is, subj ec t to
the mutual consent of the parties. If either party has no
interest in exclusion, the other party may elect",tAl.~:"exc,1usi:o.p

s()I,ely,.

Comments
(G-l) With respect to the' :~,o;l:~ly,:o~ed;"~:igh,j:s,, tl1~,: o~_er'l1as,:

a discretion as to their disposal, with a proviso that the other
party's standpoint is well taken into account.

(G-2) With respect to the profits to be shared, ar r angement a- t o
make t.hen ;,~,qua:~:, arepAc,essary.

,-,', ' ,.-,," -,' "C-',', '":':''' ,': -,~ ",

;(q::3);',yJ"i~h:'~:e:spec;~' ;t,9"a :tr;i~~ ,paFty' s: :iT1fxipge01~nt:, ·th"e,own,er of
rights should have a right to elect its exclusion.,

6. KNOW-HOW

[Kobe Paper] Know~how_is treated, in a,' subs t andtLaLl.ycsame. mau'l1er as
the invention.

[the Guide] ditto

Comments
A.confLdent-La.Lf t y prOV1Sl()1l r equa'rang the r.ec.i.pa.enr

c Losed.ctnforma t Ion .no t to,',use::foT.' .other purposes shouLd .be
a~ditionally included.

Know-how should be defined as being secrecy.o

Refer to the comments on: the i~ventiort.

7. TRADEMARK

[the '.G,tlid!=] Det ad Led prova.s aons are made as, to the owne'r shdp .ofv.t.he
joint trademark, procedures for applications, and assignment
or,,license tp at,hird, party.

Comments
In general, detailed stipulations seem no trroibe-necessary .

Sufficient is a general stipulation leaving a discretibnto
determine the details ()n,the:part:ies.involvedtjpon mutual
consultation.
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9. PROVISIONS FOR POST-EXPIRATION

10. APPLICABLE LAW

11. JURISDICTION

267

Nothing~nparticular.

The 'pr.act fce' ofvdomes t.Lc agceementsican be applicable so
no special reference is ma?e t~ereto.

b) Applicable arbitration rules or applicable laws

Stipulation of the following is recommended.

d) Identification of disputes to be settled by
arbitration

a) Name of the arbitration organization to use

c) Place of arbitration

Comments

[the Guide] Suggested is the jurisdiction to courts in selected
countries or specified courts.

[Kobe Paper] Recommended is the settlement -of disputes between the
parties by arbitration instead of court decisions.

Comments Nothing in particular.

Comments

[the Guide] In an international cooperation agreement the choice of
the applicable law is one of the most important questions.

[the GUide] The fate of titles of protection will have to be decided
upon in connection with the expiration or cancellation of
cooperation agreement.

[Kobe Paper] The practice of domestic agreements can be applicable so
that no special reference is made thereto.

[the Guide] The parties wiil'hipie' to treat': the result'- of oint
activity as confidential.

[Kobe Paper]
that

P. 23

[Kobe Paper] The determination of applicable laws must be made taking
a practical view point of the agreement into account.

A provision as to earlier termination should be included in
the Guide.

Suggestion is made as to the languages to be used for the
agreement.

Comments Nothing in particylar.

[Kobe Paper]

8. CONFIDENTIALITY

12.
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e) Number of arbitrators and how to select~he¥l,

f) ..p~c~s,iqIl,(maj or~ t y.. vot e or.. onantmous. .vo t e)

[the Guide] In interna~l~n~lcommerci~ipractice, arb tration is
;l1creasing~y prefeI'~d" rc-proceedtng 1:H:~f9~e cdv 1 cour t s-for
the" settlement 'of'disputes;' ,

Comments
Nothing in particular.



P. 25
- ANNEX C -

Full copy of THE GUIDE

PART I: Intrbduction

A. Background

1. Economic, scientific and technological cooperation between various
countries, including countries with ~iff~rentsocialan~economic systems, is
growing ~n importance. Within,_ the fraJYIework;,:of such"coopet:ation"qllest~on~

relating to technology playa-special' roLe , Usually t~chIlCllogY:J.s_,tJ;ansfeFI:'ed~

from one coope re c Lonr par cne r tio.: the': other"or »exchanqed -bet....een the'ipartlleJ;'s"
On the other hand, new technology .may. be created as a.:;:es!:1J:1;.a:f,t;.tte
cooperation, and this raises legal questions concerning possible rights of the
partners in r-eLati Lcni t.or.auch.: jointly,·created"technology ',', _In_,acjd~ticH'i, t()
technology, ",t;he'.,coopera~ion;.may,alsoLead.. to a,ne"".: p~odl1c::t;.,d~sign:"or, to"",n~ ....
t r ademarka, ' The common '. feature of all those::resu:).tsoLcoClP~r~ti9nis:th<:1~

they ar ecof an immateriaL.nature, and-may- become;!J:h~';:3lJbjeqt_.()~:lp.dustri~,:L
property rights. The relevant questions are complex and require cer e EuL...
consideration during the negotiation of the cooperation agreement. Moreover,
questions: mey-ia r ise',wj,.th.respecL;to, the obl~gac tons ,:pi, ,,!=:he,;cCl1?I?~ra~~8t1: e, ."

par tners Ln cconnec t Icn-wf th the .cree e Lcn o,f,new ..tec::hI1()~99Y or"p;9clUC7t de~ign,

and with, respect to the rights;of-:,inventors and c oea eo r.s , :'l,'.tle,l,atte;r
ques t Lons svwh Lcb likewise relate to industrial proper~y", ,.also: needitc be
regulated 'in -ctie .aqr eement; ;

2. Existing laws and treaties, in particul~~ i~d~s~rial property laws and
treaties / -do not, appearto·'contain':a'.complete,set-,·of:r,ules ,:gC?,yernirtg '.:,~tle;<:1bove:

ques tions. In, many »reapeccss'. the,'par t.ner;s , Ln..the ,;, c()9PE!r;at~9", ;\Ii,i,:p. have, to
adopt thei'rown: solut ions ,;never thelesstak ~I1;g ,,~he.• gener al;,,~e,g.al 'J,r ame ....or k.
into account. On the one hand, thisroay facilitate ,.the,ne;gotia,tion and,
conclusion of the agreement, because'of the possibility of adapting each
provision to the specific circumstances of the envisaged cooperation. Yet on
the other hand, the absence of preexisting legal regulati9ns:or'c;:I.uidel~~e~"may

make the negotiation and conclusion of the contract more complex, since the
partners wil~ first.haye;to agree on the <:1~f~n;~i9n. of a,nuIllber of :,!Jasi,c:
conceptia-> a task which .'.requLr es ..par ti i cu La r .skill: where, ,substantial:-,differenc:es'
exist between the -soc LaLsieconomi.c and, legal -sYs~efilS ,of "th,e .;countr~e.s
concer ned-,

B. Purpose of the Guide

'3. The pu r po ae of .t.hi.a Guide is:to facilitate·;t.hc dra-~ing ,lIP (l,f ,agreemE:!n:ts
for economic -endvcechnLcaL cooperation between ,partners.from.diffe::r,eIl:t. -­
countr ies, and, to .qfve -prac t LcaLc adv.Lce -cc t1)ecooperationpa;tne,r~,;f9rthe
legal regUlation of questions concerning tl)ex,esults of joint inventiye
activity. '

4. For this· purpose i' the Guide •. analyzes.·:·the.~var Lous vpr ob Lems that .. ar ise Ln .
connection with cooperation agreements in"respect.of.,joint .inv,entiv.e
activity. It also attempts to develop a. uniform approach towards the
regulation of those problems (including questions relating to the settlement
of disputes).

5. However, the Guide does nbt, '~~ar~i~~makespecific'recommeridations::~s
~,Cl, the, pr?,cedures that should be, followed .and thecontr ac tual,pr.ovis ions: tha t

--""~sh(YuTd--be " adop ted '~;-~'~'lts""pur'pose"'-is"essentially""de:;;:cr.ipt iVJL.and':"~~d£l:n<l.bY;_~.~,d:,2,~,~,"",,;"0,_~
existing .pr.obLems and'offers pca s tbLe-ieoIu t Lcns •. acc eovec • ,the.-Guide is not
an exhaustive treatise; it, rather presents ::asyste::matic, outline ,without
attempting to cover every specific e Leua e Ion ,

Q. The' Guide i.5 pr ~mor ily intended for uae by indust.t h,J. enterpr i ses and
research and development institutions that,areinvolyedin. Lnee r.na t aona L
scientific, technological and economic cooperation. However, the Guide may
also be useful to Government departments with responsabilities in connection
with the promotion, planning and implementation of cooperation agreements or
those whose task is to promote international scientific, technological and
economic cooperation generally.
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C. Contents of the Guide

7. This Guide consists of an introduction (Part I) I a main part on joint
inventive activity (Part II), which is divided into five sections (~:·to El.i
and an Annex containing a Glossary. '.

8. Section A of Part II deals with joint inventions and joint i n dus t r La L .
designs resulting from common research and development activities under the
cooperation ~~ree~~nt~

9. In the c6urse'.of;th~,c,?!?pe'~ati()l1. some-results of: invent~ve ac t Lv Lcy
relating"tO" the "common tasks-may be' achieved- thraugh-·the:·indi~iduaL·effortbf
One of the: cboperat.ibri partner's.- ':'Such>independently made inventions and.:
industr iii~ g.es~9ry~-·)lre dealt :-'~wi th- iii. Section B;,: or. Par t;.: II ;~.

10. Section, C: exainirl~s,,"ptobleins" rel~ting"to knew-bow obtained t.hr ouqh r j o i nt;
ac t Iv I ty. Even '.though" knClw~~ow.does"not usually, en j oycLeqaL pr ocect.tcnvpe r
se , it constitutes:arl· import':int,achievemen~" c~md,: problems,',' r e La't.edv t.c i t.cshouLd
not be excluded from"cchisideration wherrtcooper a t.Lon arrc;ngements:.are:,prepared
and concluded': .•,< ,'.,."'::' ,;''.',:''';-:,'::,', ,':,.,:.'",;'::> ;,'.," :'.'.;

11. Secti?n,~.~e~~~,'-\;<ith:',pro6~eill~':r~lated,co ttademarks,:j6intly','d'eveloped in.
the cour se;'of:,' c0t?tJ~i'ltt;ioi;i,., 'Al~n~ugh': t~ adernar ks j.:: strictly spe2lki:f19"are'not
the result of. "in'J~ntiv~"'il~tivity,,~~eir-'creation',may,nevertheles.s r.equ Fr.e
considerable effort:"( in particular 'i,the ,', searen' for -c cn f Lfc c i nqi cr ademar xscand
marketing planning), and their use 'is extremely important fo r.ctnevcomme'r.c fak
success of activities that may be covered by the cooperation agreement.

,':._" .,
12. The "la:s,'t; :~ec::tion ,,(8e'C~~on>E)::of' Par t,: II"consid~,r e.. somerpar t Lcu Larcma tter s
not rela ted:' to'any'$pec~~ic',industrial property "r ight; auchiasvcon f Lden t.LaLi ty
arrangements, ~,he'irlfr:~nge,!Ile~td:e.'·~~i~d"":"partyrignts:" the 'applicable 'law;' the
competence of):Clur~,s,:and.~h$':s~ttlement·ofd Lspu t es i ,

D. Tet=m.i:ndl.'6gical :'QuestiCins .,

13. One ,,()~ t~e:;__ iri~st :impd(~a:nt ?6j~i:;:tives: of Ehe GOi'4e:: is the ~.promotion o.f
un i. form·terminol()9Y;: '.wh.~c:h' ~s ... ~ssen ti~~' for -anycLnt.e r na t Lonajv ccoper-a t.Lon ,
The Annex to t.he: Guide contains 'aG'lossary>of: the' most important : terms ;' with
their definitions. In this connection it should be noted that the terminology
used in the Guide is the same as that used in other WIPO publications.

14. Two expressions will be frequently used in this Guide, ~amely

"coope r a t Lon pa,r,tner " an,d "cooperation agreement. n Therefo~e, -:also'as --a:kTrid:
of in tr oducto-ry'st:a,~,~m~nt',.'~he'foll?wing "de f Ln Lt Lons ar e: 9 rvenrhe r e e. "
(i 1 "coope ra ticil"'l"pilt"tn.e,r n, 'means"t,~~lega~"en ~i ty.;( company ,State 'en t~r:p.r'ise ,­
research in'stitlJ,~e';':Go\7errtm~nt.•. ageiicy:e~c.'Jthat· concludes :acooperation '
agreement w i.th ·:anoth:~icooper,ati'on par t.ne r-j.... (ii)' ,'''pooper,ation:;,agreement",
means a (legally binding) contract between two or more cooperation partner's,
by which rig~tsan~o~lig~tionsconcernin~ the cooperation are established,
amended or : terminated' (re,gardless -o f ..the name used for 'the eqr eement;-, ,g.
"joint venture," "protOCOl," "'rriemor'an~:hj,rri~'" etc.}.

E. Joint Inventive Activity Resulting from Cooperation Between Partners
Belonging to,Different Social and Economic Systems

and r~c;:f:~.~•.~r:~;~Oenterprises of
stages of such bowever ; where -t.he

partners be~onged to ,co,untries with the social and econo~ic' system and a
similar andcomparableleyel "o f vdeve Icpmen t , ni0s~;ofthe.:pr:oblems could be
solved according. to the r t r adf't Lone L contractual practice~o
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16. With-the ,:in-ternatIonaliz'ation ,of 'fliciductiori',resear'ch'and.'deveilo1?me'nt in
recent years ,-joint·,inventive, activi'ty-has.: become a moreiIllpo,r Ean t"f.eature 6'f
internationa-l;cooperation contracts between par-tne r.s .f r.om"countries -with
different s'oc i a.L and "economic 'systems;--'diffe'ren't 'LeveLaro f development,
particularly in sc t ence-rend .technology , -and-different' ·national--industr ial
property legislation . Therefore , special attention shoul,d be paid to. problems.
of joint· inventive act'iv-ityduringthe'nego'tiation 'and -drafting-ct',an _ _ , -
internatio~alcooperation. agreement between' ,par,tners, be.longing to different
social and "ecoriornLc systems. Since no standards' -ot: prototypes 'exist 'for
con tr ac tua1:clauses: ,r,eguTat.ingq,ue's t-Lcns pfj6 Ln t-ihv'eittive -'a~tiv i,ty,.':m~h~

cooperation' par tner s.vshou Ld caYefullY' -analyz'ethe' .reLevant; ,facts,' erid -nega:-tTa."t'e­
with a view to creating a-legal',structurethat ful-ly covers the questions 'to
be regulated and thus, ensures successful cooper a eron,

PART II: Joint Inventive Activitv

17. A ?ommon fe'atu~e' df,an}": ,sdi.eritific,''': techndlo,9ic,a'l'ande,c:o,riOinic,
cooper e t fcnvt svttrac 'joint' creative 'e-f.fort :isr,eQulred,ofthe', ',coope'ra:ticm
partners to achieve the common tasks and aims 'agreed upon':'ih,their-cooper'a:tfbn:'
aq r eemerrt c 'rhis applies, in par,ticular, t,o, cooperationin~echnol(Jgical
t'eseat'ch'and','cj~v,e:L0f?ment ..; where' joi,nt, cr eae Ive act'ivities' produce"iinInater'ial
r e suLts of, cons'dde'r abIe e,conomic, value.-" ,Those,' immaterial,' resul:ts,rnay'm be
inventi0l'1s ,!:industr~al:desi,9n-s"techp0;.rati(:ms- o't", know-how~:' "Wh,et'e"the
cooper aedon> co've,r s, commet'ci-al, "aspects ~--,the"',,t'esul~s'm';ly, :i,Ilclu(jt:!tr,adi:m,arks-.;
All these r e suLes.;" wi t.h- the, exception of know":'how·, 'a're" relevant "from: the
of view oE: Lndus t rdeL' pr ope r'cy 'prote:CtiOn.

A. Joint:Inventionsand' JOin't I'ndustt' ia-:l', De'si9hs"

lB. The most important, results of jo{nt;iiwent'ive"activity 'are> ji:dnt
inventions:, Industr i a L<des Lqna ar~ 'also , :tllli?6rt~I1~" " a I thoiigh" not to,', the same
deqz ee as'~nventions. The 1I=ga1' question.s"c()nc:ern~ng in~entions and
industrialdi:;!signs, are similar, hcwever-, so,'t~at: both can be treated ;to~~thet'-'.

(a) Definition of Joint Invention' (Joint Indiistrial Design)'

19. In or der to define the joint'iny,entionand'the--:joint industrii:i:l'design,
the most impot'tant question to be solved concerns the expression "joint." In
an a ttempt,a t a: 'de,f~ni tio-q,- it c()~ld be" stated' tha t'a'riy Inven t fori '<c)£
industr ialdesign)rnade, in:thEl, execution of a' ,cooperation agreement by
employees of, thecoope~,Cltionpartner s is a joint Inven t.Lon (or 'joint
industrial design),' pr ov Lded s

(i) that a tr-Leae c-one of the Lnventior s (or ct'eator's'of"the'-'industrfal
des igri) is employed by'oneofthei c00tlet'a tionpa~tners,and '\it'lea:S't
one other inventor (or 'creator' of the indtistrialdesign) is" "
employed by the':'othercoopet'at'i6n par tne r , Lr r e spec t Ive of whe r e
the said invention (or industrial des i.qn ) concerned was 'made;: O,r
alternatively:

(ii) that. -che invention (ot'industrL3.l des'ign)·'was'made -as .a r'e su Lt.v.of
join t r e eear ch arid develo,pmerit:aridlor pr oduc t Ionv'ec tLv Lt.Lea ron the
par t of ,the ccopera t t on -par tne r s by 'one o r' more persons 'employed or

",0000000000000 0 0000000",000000 0000 oo';,S'o~~;~o':o':~,';,';~~~ooo.oo~.~,,;o,ne the

20. 'rnus , two, cases, 'would have to be dis't~ri~uished:,'fft"st',
the invention {ot'indus,tt'ial design) 'hasbeen,made jointly by
cooper ationpar~ners, and second , the case whe r e , the, 'invention
design) is the 'result of joint research and developmentan~lor

activities of the coope ra t Lonvper t.nc'r s , In the first case, there
co-inventot's' (or joint creators of the industrial design) who co,o!,e",te
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making o~ th,e"irlV:entiQrl:,(or,ind,u~tri.a L ,design),. ,whi:le.in the t second tcas e -t.he.r e
may be' qnlY,-,one ,:inyefl,to.t'::Jqrcxeator.",of-the-,indus;tr:ial design)-"'but ,the _ 1

invention (o·£.-."indus;tr.ial:desigri) -Ls .never t.he Le aa a joint -one,be'cause -Lt:w.a's
made in implemel)ta.t:ion.of the cooper anton agreement -end was: based.;pnj.oi.nt
research andvdeveLcpmen ti vac t; Lvd t'ies,al1d/or,join tproduction .eccfvd.t s.e s ,

21. Of course, ',thecooperationpartner,s:are,'>fr.ee to,adopt,anqtherdefini,tion
of the jo~ntinveCltic>n·{or- joint industrial;designF. -·They may, 'for;example-,c
regard an Invent.Lon (or In,dustrial,designJas a joint -onevonl.y .Lf it was made
join tl}" br Elfllplor,eesqf, :all:paJ::tn~r~", :VlAie:,hTn.e,an.s:t,h,'7:t:,tI'le 'c:OPi:r-iiJllt:iol1 of,
each CO-~~I1:v,en'to£:or, eai:hjo:int:,e,'reator of "the;industrial design must be such
that it c~rres'poI19S,,:to the defini;t:ion ofco..,au:tho.rship,:in,-each,of,the
industrial property laws applicaple.

22. Several practical cases may be distinguished in connection with joint
inventions and joint industrial designs~

",--" "","",,"

(a) The most typical case of internationalbboperil'tion'will: be' 'that in
which employees of the cooperation partners, as a result of their joint
creative activity" p r.oduce ca jo:in:t',re__euLti , Thus :the, j,c>int:,achievement
char ac t e r of .such, a vr e auLtoia rde.te rm imed by the, jom c.vcree e tve activ:ity"oLthe
emp Loyees of,the cocper.e c ron par tme rs.;

(b) _.1£: :',the,co;c;'pe~,,~;t.i:?n. par.tine r s., qr'd~r: 'to, ,ach,i~,v.e, 'th~~'~~e.ct:.i~.es se t
forth in 'their. cooper acLon . agre~IneI:ft, aq r ee" to,sh.a,re .che. cost of Aes,eaJ;;c}; and
development, they. may..fie • induced,:to, r e qa'rd , a,ny. ·i,llIll1ater,ial;:!:es:l1lt:·:with'i,J:1:,.the
fr amewor k o,f:: .the., coopera:t,i,o,l1; ; as:. ,havJng: "been" .ob tp,i,ned:jp in,t.ln, ·irre:spec,t.:iye,: ,of.
whether the r eauLt; . was: pr09,Uc.e:d',:"bY ~J;llp).oyees '()f ,o,l:l,e:orall,cooperat~on;"'-"', '
partners. The joint-achievement character of such.:a',fesuJ-t is de~e:J;,miI1eq.. by­
the fact that the research and development has been jointly financed.

(c) If immater ial results are: produced , iIl,. an .en t.erpr Lse.. se e .qp:: by· the
cooperation partners ("joint ven cur e ") '~it. seemsjusti'fied~in'Vi"ew'"of the
close ccopera t Ion.ibased on the,. .o,rganJ;1:ati<mal,form of :t.he,enterp!=i~e

conce r nedjjco !=egar(j' :S1lch,reslllts a~:,joiI1~lY obtained,irrespectivE:!:::of whe tbe r
they were cree ced.iby per sons- dE;!legoa,tf;!:d;to: che j.oin1;.o venuur e.cby onevor tlY'.-a;Ll
cooperat~9n~p~r~nE:!~s~ ~he.jotnt~oa~hieye~eI1~ charoac~er 9f:sll~h resulte the:nj
resides in the very close cooperation of the partners, which is reflected in
the establishment and,a~~iyit;e~p.J:;:ajoiJ::'1t:vent,ure.

{b) Ownership of, Joint Inventions (Joint. Industr ial Designs)

23. Having de f Lned the ,joint dnven t Lon. ancl' th~. jo~'1~_ indu~~ri~i~'esJ:gn" the
question ar t sea.wtie cner ,ti:le fact that an ;invel1ti9n 9~_ indust;riCl.l(j,esi,gn :.hoas
been made jointly ~ea,dsto j(),in~,ownership of.thE:! invention or,inqustr,ial
design. In order to reply to this question one has first!:.()cg,rts,ider;,wh.aj:
"ownership" means in relation to an invention or industrial design.
Obviously, .o",!,nE:!r~h,ipAqesnot, Lnc Lude vme reLy. the ti t.Le of .pr.o t.ec t Lon (e ~g •• the
patent)b,ut: r a t.he r vme anscr ights tha t:.exist.:be;qre such a. titJ,eis .q r an ced ,
namely, the right t9.obtain ':.<:1. titJ-,e,' ofprotect;ipn .fortheilwention (or
industr ial :design) in the",countryo,f're,siclenc~:,of,A cooperation partner and in
other countries ,',the right: ,.to,workt:heinvent,ion .,,Cor .e xpLc i tthe i'ndListri:al
design) in the country of residence of a cooperation partner and ino,ther
countries. the right. to export--or, depending on the country from whose point.

. of view this .ques tLon ,is con.s i.d e r ed, the right::to rmpo r c-o-pr cduc t s whoae
manu Eac ture has involve'dw0.t",k,ingth'e Lnven t Lon or exploi tingthE:!,indus trial
design, and,thedghi:. to;.tran.sfer any of the, e Eo r emen t Lo ned, rights.

belong to all, .cool2El:r a t Lon par tner s ,a,sco,..ownet:" 5 is ccn s i de r ed , ,due .account;
will also have to.betaken of which '"am<:mg .Ehe .s,everal.possible .de f.In LtLona of
the joint invention and the ,joint ,industrial ,,design was, adcp t.ed . If 'the
narrow defini:tionbasedon c c-eutbor sbIp applies,: '"i tmay already follow "from
the industrial ,property, laws ,tha't bothcooperatio,fl"part.ners are,co-owners of
the jointinventionsand.joint:: industrial design's {a ao Lu t i on which, uncjer;the
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laws of a,.;nuffiiJer:oJ .councc Ies ; aasumes __that,:ir1Ve~t:ions ~ancl-,ind_ustr:;a..J_,,-q.es~gn.s

made by an empJ.oye~;in:the:_execu.t Ion -o,f b,is,. -c:::ontra,ctu;a:l :oblig,a_tions,b.elC?:rlg:~9

the employer-). If,:th_e_:-bro~d:de,finition' of,-;the joint;_in~_enti,on:',alJ..dthe joirlt
inclustr LaL :design-.Cin<;::ludingany res.111,t.of j,ointlY:~inan_ce(jactivitJE!:s).­
applies, the ques_tion,ofo~nership:doe:.s-Ilo;tneCE!:s,sar,.i"ly_f()l~:pw:_:fr(Jm .ehe
industr ial property:lawsbut~_-most'pr_Qbably--de,pe[lds;:·_E!:ntirely~>o.n_the
con t r ac tuaL prp,visions,adapted -lJy· ;the "cooperation p.a,rtne,r:s;., . Mpreoyer ;,-."i,t may
be that ,the-industrial property Laws -o,fvariou5 ccunxc tee providi3:,:·fq,r" :'.-,'
different solu t.Lone.,.andthat :thev,ar,ious,asp.ectcS of, ow.ne:p;h,iparere.guL,at.e,q
ina different manner. For, these reasons. ·i~,;·is,.,ind;isPl3:nqct,b1e:):',h.;a:t:,the~

cooperation partners r equ'La t.e the question of ownership in their
eqr eemene-c-even. \'ihe:re .the , narr,ow definL:tioll; ,of jo~nt inveptiqn,(base:d:q.n"
co -eu thor sl:lip) ': ,has~::i~en:adopted. .Mo:reov er ,r;it,-,apPeara "advisable: i.or :.~e

agreement,to,.de.al\'l.d.th,' sOIlle-,.ofthe ,specif:i.c' aspec-t,s,of"owne,Fsh.ip ,refex:·red t;o:
in paragraph 23.:~ ,P,or, examp1e',itsh:ou1&:i .be-. cl:ar ifi-eq"whetller,-jQillt ,ownership
shou1d~,ut9matil:.al:ly;have',the, ccneequencecof. .aLj, ,the .r.i,ghtscove,red ·by,:,
ownership be::ing.exercis,able ·only,join1:1yt,)¥: the:CO:Qperat:iqn: partnE'!r,s·..:
specific .aspec:ts;·Wi,l~ be,:dealtwitht ::in .one.. of::the- s,ubs,equ,ent chapte,r·s·
Guide.

(c) Exchange,of, I~f~rmation concerning: J~int:lnve~tiveActivity

-25. Before examining ques~'i'~ns,:conce~~'in9:'jOj.rt t; ,ownersh,i~'-i~ detail, ,it;i::!
appropriate to deal with an important aspect of the relations between the
cooperation partners, namely their obligations conce:rnillg the' e~ch~nge ,of
information. . ,-,,,_.',,,

26. One of the basic prov Ls Lcns of'every coopera t Lonaqceement; shou1dbe·:tha:t·;
the cooperation parener s-. Lnfoem- each o.ther.of·::any, ,result,s:~:,of':joint:.tnvene.tve
activity ,'since this, mutual information, will': bea pr,ereq,lJisite· of, mak-ing­
arrangements,', to secure. legal protection for; such-. zesuLce. as we,lL as·':·the"i-r
exploi t.a t LoncIn. acccr dance.: with the, ob j eccdves of ,;the, cpoperation,ag,reement.

27. In par ticular, it: ~ill.:be required: that; each: cooper at-ion': par tner

(i) take the. necessary measuI:'es:'.so"that,:.-.employees:"who," participate dn
joint ac t Lvd t Lesvdnform ·it prompt~.y,of,any join,t:inventionsor'joi-nt
industrial designs,"which,'might'emerge of .theoir:work:' under the cooperation
agreement;

(ii) promptly inform the other cooperation partners, of any.joint
invention or joint industrial design (in this connection, however, national
laws controlling the disclosure of inventions will have to .be r especcedjr

(iii) transmit to .the other cooperation partners the relevant paper s.,
documents or : specifications 'relating to· every· new, joint invention or. joint
industrial design. .

28. The obligation tio.iexchanqe information -ahouLd-no t •be: limi ted: no- results
that clearly fulfill the legal requirements'of patent or industrial design
protection. Even where a result is such tha~ it may appear doubtful whether
patent or industrial -des Lqn protection could.bevalidlyobtained or where, the
result is an Improvemen t.io t ran invention or 'a technovation, thecoope.ration:
partners should -xeep each .otner informed. This means that the measures ·taken
in order to ensure the obtaining.·of r e Levant; information from emp.Loyee svhave
to e x t endi t.otany okLnds of, results that might, be considered, from the' point of,
view of joint inventive actiVity.

29. The sg~~j~e.~relevant in co-authorship
cooperation partners. This is in particular the
definition of'joint~inventions and joint Lndus t r La Li des Iqns (based -on
co-authorship) is adopted. However, facts concerning co-authorship.may also'
be relevant in determining whether a per eon.whc par t IcLpaeedr In the
development of joint inventions or joint industrial designs. may claim aurnccza..
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rights t~o"r--~xampl;e',:_,tJier, ighttO,'.b'e: -men ti:orie-d _:as'-~h_e ,iriventOr:orcreatoi of
the industrial design 'or -arr ight -tore'muneratfoI1:-in. ,,accordallce -wi,ththe ­
appropr iate-provis,ionsof'thelawS}., ,', In';:order't()."regard :,at) , employee cf.,a
cooperation pa-:tne:r~hopa_rt:icipat~d-in'_thepr~cess-o~_m_akingan fnven'tion as
a co-inventor i it i,5 -necessary·fcii,tha,t 'employeeto~ave-made his' own
indepen~e~tcre~tive -c()ntri~uti~n -to, th~t,inv~n~ion,~ithoutwhichthe
invention-would nothavebeen,rnade,' <k,' ,'~n: other 'words, ,.for -,hiroto' have'
par t Lc Ipa eed inconceiving:t.he .t.nven c Icn, In order to -clarify this issue the
c()()!?e:~a_~i(),I'lJ?a~,~r1er"E>,\oI0u:~.~~ '~,Civ:e:, ,a.,I'liI'l~e__rE!S:,~ ,:,~n laying down cr iter La for
determining co-al.fth0t:-shfp'Tn'-thei'r a-gr-eenient. -

30. As regards'thetra~smi~taro£ _'re1evan<tpaI?e,r~~-, etC'~~it:· 'is adv:l:S,able',' ,for
the agreernen,t~-__ to state -,~h'at: ,each'-cbOpera"tion, par, titer will. promptly commun Lca tie
to the c tiher :coopc,ration, PCi~,tn~-r"Cl,tthe' reques:t' 'of-the' La t.Ee r ,.a11 nec~ssary -­
and duly -execueed documents 're-quired for the :£:i1ing of applications for _'
industr ia1 property, rights. Such documents include, in per t i cuLarv deac.r Lpt'Lona
and c1aim~:f'in~ respect O'f' an inve'ritiono( the 'reprodi.tctiono£>ah 'Lndua t.r-La'L
design. Moreover', once- applications "for ,ti,tles-of--protectionhave'been"filed,
there should be an obligation for each of the cooperation partners to inform
the other partners pr.omptly o,~ thereleyant,fa,c~,s(inpa,rticular, the ~ate), of
the filing, thelegalstatus:of -t.he -application_{-in 'part'icularwhether'__ any
action was taken by the ,indu~trial prope,rty office), as. well _as an obligation
to forward -,a copy of 'the, 'applicati'onfiledto -the 'other partner. . '

(d) Securfn'g"Leqal pro,tection

31. Once a joint invention or a joint industrial design has been made in the
framewo'rk-of'- 'a 'cooperation': agreement; :the' cooper a t.Lcn" partners ':will-have', to'
deal wi th the 'question' whether 'or not -to ,; -f f Le app1icardons: for -legal
protection orcwhetme'r- t.o. keepcche 'jointly" obtained· .r e auLt; secret. Obviously,
this is a fundamerrt.a L" ques.cdonr wdtb- r.espectrvt.o-wbLch.. a: provds Lori.' should ',' be
included .i'n. the cooperation.:agreemenb. 'rne. provision ahouLdvdea.L'wLtih tne
method of reaching a decision on this question, and the mo~t practical
solution' would seem' tic r be to' r equ.i r eraqr eemenc by', a Lk cooperation partners in
every case. However, a solution would also have to be adopted if, in one
specific case ",there'was' no "aqr eementa be.tweenvthe- partners {wouldc':this mean
that no application couLd ever be r.f i Led or would 'a.par:ticular procedure be
required in 'order to "settle the disagreeinent?'l'~ xoeecver ; the ccooper.ac i.on
agreement could establish certain principles, for example the principle that
applications for titles of protection are to be filed unless all partners
agree that this should not'be'done~

32. It may happerr-the t; one' of the cooperation' partners does not wish to
undertake, or participate in, any measure for obtaining and/or maintaining
legal protection for avj o Ln t; invention or jointindustrial',design; for.r.such a
case, the cooperation agreement should contain a provision:which," in -or.der t.t c '
avoid legal insecurity, could for example require that such a cooperation
partner should clearly and in due time enter a waiver, and which would entitle
the partner interested in" bhe t i nvenc i on io r industrial design co. file
applications, or 'act otherwise', Lnvh i s cwncname ,

33. Some further questions,'need:tobesettled in connection with an
applicationfiled.or, a title maintained in force by'one'partner,'whereas the
other partner is not or no longer:interested, in particular questions
relating eo v tbevexp.Lo r te t Lon of the' invention or industrial design by the
partner who-";'although not interested in obtaining titles of protection-"'might
not wish to be excluded from such exploitation.

Ii) ,!u"stion.s Relating to

34. Since some national laws"onthe legal protection of inventions provide
several forms of protection; the cooperation partners will have to decide
which form of protection should be :chosen in respect'of the countries in
question. For example, some national industrial property laws permit a choice
between: a pe cen c- and an inventor's certificate, some others provide for a
choice between a patent and a utility certificate or registration as a utility
model. Any decision as to which form of protection should be chosen will have
to taKe into account the applicable provisions of national laws and
international treaties.
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35. Moreover ,i~. SOmE;\ crJuntr Lee., namely tho:s~: pa:rty.: to .the._Europ_eanpa,t~nt:

Convention, t.ner e .exi~:tsa_ cno Ice between.. a, national" pateJ:lt, and a r,egional
(European) pat~nt. This i5a150:, a_:questi~n_tci,'be-decided- ,by,_the __ cooperati~on
partners. ". . - . ' .

36. F:ril~lly;_, _~~e poSSib~~i:tie~-'off~r~d' b~{t:tie :~ateril: coo'pe<ai:'ionTr~,aty_ (peT)
and ehe.. Haque..__ .A.gr,eeItlent<::onceJ:n~ng ',the, Internatiorya)..-.Deposit, of Ind\J.strial
Designs wilL ha....e. ,to betakE!n int:.c>,acccunt"by-th,e ccope ratLon partn,e,rs. ,T,h,e
procedures provided for 'by those two t.r ee t Lee :t.a;,9E!ly simplify th.e ,s,ecuFing
industrial property titles in a great number'of countries.

(ii) First Filing

37. The cooper~fioll p~~fn.ers will::haye ~~':agieeo:nwheret~~.'first
app.Licat.Lon i~.: co. ~e"filed, whLch th,enwill serve, as a basis.for.,cl;aJ..m.lng
priority under the Paris Convention for the Protection of'Industrial
property. In many cases, the most practical solution seems to be for the
first appLica ~~on::to be file,d .Ln the .,cQllnt:,;:y. o f., ene .cooper atiq~i.::partner on
whose te:r,r~,t:.qr'y' thlg.joint :~nvention.or.,the ':joi,J1~< indus1:r;ialdesigJ1 : w~s
actually made , Ttte· dr aftingof,' the.. a,p~lica, ti,on -document.s V/()ulc1::then, be
facilitated since tl1e factsr;elevCl.l}t,~?r"identify.iJ1g,tl;te,i.nven t i.on or
industr ial>des i9n.c9\Jld,be.: e;s !=-ablishe,c1 in the. -countrr.y .of .tihe J:':irs.t ,f ili,I19,.'

38. Whil~":the.pr,inciple:<:l,f:jo~I"lt:;Owners'hip ~Cl~ld.n'6i~aiiY:,requlreali
applications ,to,:'be,filed j()~J1,!:l'y 1:>ythe .:co.ope:;:~ti:on:.,partners,_it" m~y:"tl~·.m()rE:!_::

convenient fior ccne Clf-unen, ,O,ll ;behalf·Clf·the.-others.:to,.take,1:he !l\eCl.sure~.

necessa!=Y:.fgr -. qbta~Ilil1g1egCl.l;protec~ion at: the :.joi~:t:lY'~Cl.4ei:esul1:~.- .Th~s,
would mean that the partner concerned would file the first application i l1 "h i s ,
country of residence.

39. Where joint inventions or Jol~nt industr ial'designs ar ise fr9m. ,the;'
statutory activities of a joint venture, enterprise established by the
cooper at ion partners, ,', i t,would ,appea,r ,rno.st .appr o pr iate "for th,~. fi..t:'st
application to be,:.filed in ,:the co;untrY,of r~:s'idenC'e-,-of,t:he,jo.i.pt. >~en~ure
enterprise. ' . .

(Li i) Fili'ngl),f ,Subs~eq;ue~·t.:App,llca\~'pns': in Othe'iC'ou'I1tr ie's.

40. Taking into acc~unt'the.ribject.iv~~·'()i';th.eco~peI;ati6n;and,·'in par t.fcu Lar
the prospects .o f cOl1'lffi;ercializat~onofth~ j:oint inventions and .joint
industr ial designs, the coopera ti i on p~rtner,s,will:h,ave..to. decide .',in whLc'h
countries, in addition to the country of the first filing, titles of
protection should be,applied. for .. Here,' a qi,stinc;:tipnhas: to be made .'be~we~n

the country ofthe'other:cooperation .partne,r.s,{,in.,con.tras.:t", .t.c tbe vcoun t,ry
where the first,f,iling was .. made), .end "-thircj" c-0un.tr;ies.· A,sregards tJ:le
country of the o,theccooperationpartners"the decd srone 'with respect to, tl;le
filing of~n:appliciltioncould:beIe.ft to that:. cooperation par.tner.,

41. Where all cooperation partners are interested in titles of protection in
third coun t.rLes , ,thefpllowi,ng,provisions .couLdvbe included inthe.cooperation
agreement. If: permitted by the: nationa,l, Law, ,·applicationss.houldbe .fLl.ed in
the name of all cooperation partners; otherwise, the partners would have to
determineinwhose,nam~ the applications should be til.ed.The ,c,ooperation.
per cne racwouLd , 'wherefi-lingin the name of all pfthemisintend~d, ha'le,:to
agree in respect of each third country on the choice oftherepresenta;t,ive
(whose appointment usually is required where the applicant does not reside in
the country of filing) •

.4,~ ....-,,_. I~ __ .qn.•~;,P~~,;.~h_~,;".s?}~J?~Ea..,~"~,?,!:,,,.?,eEtn~,~:~" ,wai",,:es,:~~e r:ig h t .tc file. 'an
application' inanyth ird coun l:;ry,the.: oJ:'l).'iFr.coo.per a tion"'par toer e.: sh.oJJJ:~:t ,lJ.e:.
entitled to .exe r c Lse the,rigb,tto file an ,application,.in'"that country:in,.th.eir,
own names and at their "expense. The cooperation partner so filing would have
the right to exploit the invention or industrial design by manufacture and to
grant licenses in that country. However, the question. would arise whether the
cooperation partner that waived its rights in respect of the country concerned
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would even be barred .from,import.ing' il)t:o'-thatc()u~trY. This 'question would
need to be:',regu'la~ed -'~n:'the; cooperation' agJ:eem~~_L In, any-case , the
cooperation agreement should 'place the cooperation' partner that waives its
right to file an 'application in any third country under the obligation to
inform the other cooperation partners of tl1is decd s Lon i1), due time be for e the .­
expiration of-th~'priority p.eriod,~or ,~xample'_'not,.later' th~nl:'linem(mt~s'_from
the filing date.of the'f~fstapplicai7ionf0.r - protec~_ion-':()f_ the joint'invention
and not. la,ter, than three months -froqt'thedate of the'first application for
protection of' the joint industrial design.

(iv) Maintenance of Titles of Protection

43. Since the maintenance of titl~s of protection affects the property
interests of the qooperation.partners, itisessent~al that, th¢ partners
should r eacbven under s cendfnq on whether the titles' shotild', be mafntained in
force. '

44. If one ofthe-'co()peratioilpartners...,ish.€!storenounce the'mai l1teilance Ln
force in any cpuntry p'fa granted:titl'7"o~"pr()tec~i_on,.that,p.irtne~.shoil~d be
obliged to comm':1tli?<:i1:€! its wi~~' to'the"other :p~r~nersnot'latertl1anthree
months beforE!. the dU~' date' for payingthe"annual'~ees, so that the ()"th~I:
partners have enough time to' examine' 'whether, .under the circumstances, ·they
would be interested in maintaining' that tit~e in force~, If this is thE! .case ,
the renou l1cin<;J' partner' s~oul~,be"0l:>l'ig.ed"t,o:as-!;;iCJ:n it:s.l"i~~ts·+n~'respec::to~,
the country'conC:E!rned totheot~er"'partneJ::l:> free of:c=hCi,rge;'l\:sin t l1e ,'c.asecif
a partner, ":,,h()' is·: not interested,~n"~ilfng',anapp~icat~on, it 'would have to 'be
decided, whe tihe r the r enouric Inq partner: "couLd riiain'tain-the right to'~mpor.t:into
that counery, ,. ' , -

(v) Cooperation in Connection with the Preparation of Application
Documents

45. An essetltia~ :'.ob~~gatiC)n,- Qf."the'~o'c)p~.rat'ion pa,J::"t:rlersl,whichshould
preferably be' 'mentl.oned':in the,cooperatfon agreement, consists in assisting
each other in preparing the application documents, and especially in
exchanging all relevant i.n f orma t.Lon , In,anY,case., the,c().opera~ionlJartners
should keep each other fully informed on 'any 'application 'f i Led randt a Leo on any
action i l1"connec t fon wi th appl.ica,tions(€!,.g. appeals. a,gainstd,ec,isions
refusinggr an t r. ",T~e mutual,ex:changeCl:fsuChinforma tionisof'.s,pe:cia1
importance in .cases 'where .applica\ions 'a'r'e,ft'l,e:d ~yone "coo per abfon partner. in
some third countr ies,andbY,theother,partner~ino t.he r a,

46. It 'w-iTlalsohave' to be imadercLer in this' connection that any
cor r e spondence '~ith -an Lridu's t.r iar p.ropeit~roff,ice,J::"elatlng',to>app1ications is
to be handled'by the cooperation partner which, in accordance with the
cooper a e Iori agre'em'ent,is'competen't'for the. fi'lin9 of the' 'applicatio'n; the
other cooperation partner, as mentioned in the preceding 'paragraph, 'wi,l·l 'have
to be kept informed.

(vi) Cooperation in Detecting aildProceeding Against Irifringementsof
Titles Granted for: Joint Inventi9ns(Jointlildustrial'Designs}

47. The defen.seO'f rights concer n Lnq joint inventions (orjofnt Lndus Er LaL
designs) affects. the specific intetestsof all cooperation' partners,' since any
infringement usually interferes with their cooperation objectives.

48. It is therefore essential
detecting, in their
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49. To the exte~t that the cooperation partners jointly own titles of
protection, they' will most probably (deperidiog , of course,' -on the national law
applicable) have to' defend bheLr r ights joiii.tlY~ Where legally po ae LbLett Ln­
par t.Lcu Lar; whe~e only 0t1e cooper ati0i:1 par tner owns a' ti.tle' relating:' to a"
joint invention or joint industri<ildesign), ,the Coo~)E~:ration'partners'may

agree that one of them should take measures with regard to defense against
i.n f r ingement. Such an agrE!,ement c()uld, perhaps even be assumed where, "the
cooperation partnersh~ve established 'a scbemev tor the distribution of
countries between thernfor-the purposes of filing applications.

50. In'~Hiy case, guest:ions'--o~ major importande:conch~rnin9:'thedeferiseof
rights (for example, initiating a ,lawsuit) should bev dec Lded c byccommcn consent'
between the partners ~ However; if 'one "of the'cooperation'p,iu::tners:' is not
interested in proceeding against an Lnf r Lnqemen t; , .tbe others should be allowed
to do so at their own expense.

(vii) Questions 'Related to zxpens'es f~rLegal Protection

51. Where ·'a.pplicat~()ns fi:,r'ti tles,ofprotect~on'are ,filed"'joint~y by the
cooperation partners' or by one of "the partners' 'on behalf of 'all'of them,
questions arise con'cernirig the sharing of th'e'eXperises t Lndueer La.L prol?ert~

office fees, patent agent fees etc.) associated with the filing of
applications for ,and,~hem03:intenance ~n .force and defense of, titles of
protection. In.this r~s,pec:,t, the following provisions could be "ir1c:ludeci'i~;

the cooper a t.Lo n "aq r eemen t t expenses incurredi":,thecountry'of .. r,~::;idence:-,o'f a:
cocper ationpartne~ should -be borne, by, that par t,neralone,;expe,n::i,es aI:'ising":
in third countries should be shared by the coope'rationpartners'unless '
otherwise agreed upon; instead of differentiating between country of
residence 'of :,'acooperat.don. par tnerandthird'coun'trie's it 'migh't 'be'agreed,that'
the cver a Lj. tcosusvare to 'bE:! shared~ccording"toafix~cikeYfeitherdequally

in an agreed ratio). "Moreover,' since, thE;! expense tlf applying ,'for --titles ,of
protection,andrna,in,tain~ng,therni,nfor.ceis more or le,ss,calculable,whereas
expenses 'for the 'de.Eenaevo f r,ightscarl, hardly, -be specified ,in advance, it
might be useful to make a separate arrangement with 'regardto ~xpenses for the
defense of rights (nc cabj.y proceeding against infringements},'

(e) Exploitation of Joint Inventions (Joint Industrial 'Designs)

52. The ,e~ploitation6f)ointlyob'tairied'resultsis--acC'ord'irig:to the type of
cooper a t Lori'tconcerned-c- the,'principal o,bj ective of' the'C'ooper at.Lon or ;:atle'as t .
an important element o f vi t, Therefore;' special care -Ls' Yequ.rr ed to balance
the interests of the cooperation partners inthisrespect~

53. The cooperation agreement normally fixes each par cner t s contribution,
(economic, "sc Len t.Lf Lc and technological) 'to" the achievement of' theresult~ 'of
joint activities., The sharing be tweenvtbe cooperaticm 'partners of 'the pro,fit's
and other benefits gained from .. the;. exploitation of, a ,joint invention or joint
industrialde:sign~ill'have to be regulated in ,the agreement, due account
being taken of each par tne r" s contribution.

54. In par ti i.cu Le r , the exploitation 'ofjoirit inventions' or joint Lndus t rraL
designs could be r equLe t ed in the following way: each 'coc~peration'par,trier

should have the right to exploit a joint invention'orjoint industrial design
in its country of residence; as regards third countries, the cooperation
agreement could specify the ~ountries where a cooperation partner would be
entitled to exploit the joint invention or joint indus~rial design

and the countries where the joint invention or joint industrial
ortlybe exploited jointly bytbe cooperation partners.

55. Any assignment of a title of protection And any grant ofa licensetoa
third party willhavetp take into account the app Lf cabLe provisions of the
relevant national law. Within this framework, the cooperation agreement will
have to regulate several questions.
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56. AS,far,<:i5"t.hE! licensing,,:oLjoint irIV~ntiol}s" oc_jolntinpus;tr,{~ld~si9I1s
to th i r d.. par t i es ,':_ is, concer ned, ,the ag r e emen t; ' !?'()UJ:.d-., p r Qvide;th'at: the
cooperation,pa,rtners should, have the r igh ttg gJ::an.t non-exc.Lus Ive. Licenses
confined to: nbe., teq- it(lry'of- the;ir .coun try of", t:E!sidence" _whe r e aa ' Lice ns Lnq in
third countries should be based on their rau t.u a L. agre!'!rnent.·

57. Licensing in thi;d',:~olJl)tri~s mi9hrbe,;ef,fe!=i~-4:i~"t~pways: if
industrial property tit,les;are, owned -by all .c90perat~onpartners, license
contracts could be concluded either jointly or by one of the cooperation
par tners t ~f ind1l5t:.ric'3.1-Pfoperty_:t~t:Le.s _inc~rtain "thirdcolmtr:ies~re';owned

by one; pf .bhe coopecac.i on-pec cne r s in, .Lcs o~~ -riame ,wh~r~<:l.s" the o-t;her:,partners
own titles Lnco cber third countries, it is appr opr La t e that,J.ic~l1sing in the
r e spec t Lvej th t rd courrt r Le svshou Ld be effecj:.edby the partne:r,th~t"ow~s the
titles. - ,

58. Particular attent;~on:,isto QE!;paidto",t;he,,~nc:ome from j Icense coner aces .,
As a matter of principle, the sharing of profits gained from joint activity"
results is ~11' important;" fe e t.u r e q~"", thE! .expLo i ta t Ion "o f ,', Eho ae t".e~u.:L 1:.:3. ,This
matter calls "fOr: .regu~at:iorl. ~ntl1e c.9op~r,,~,t:.i9n aq r eemen t.; due:~ccoun.t .bei.nq
taken ofthE!ci'laracter of: ccoperat iOI),:an,<;!."the' epec I fic ", in t.e r.e sts "of, t.he
cooperation par triers: ' , "" - ,

59. It appe~r.~ tobea simple ,--:b.ut,.'fu.~iy,-,appr,opiiater::~;j1.,ufJ6n'tbat 'profit's
gained i:fr: o,m.>t;l1,e lice!ns ing "qf,.,jpint , Lnven ctons ,',(or: ,-j0 i',!lt: ~ indl1~;t.r ;i.,al:d,esignl?), ,,in
third coun t ri.e s sh9U1d, be sha_red, ',~h:er,e:.as;pr,ofi.t;s.,ga~ned,f,i,0ml:ice!lsing "in, tihe
individual "home cO\l~,tr'ie~; need .~ot ,~e s,hared,.betweerl, the ,;cooper,ationpartI?-ers "

60. In ,_,t:tlis,C:0rJ,nect-ion~.iCiny,expen,ses, ::i'ncl.l'r r.ed bi 6,ne;c'Q:oper<~ti.onpart~er,'il1,
the neqo.t de t Lcn... an,d;conclus:j.on.,p,f,a license aqr eemen t;..;,:',and,any remuner"a,tion,co
be paid tg ,iny",eI}to:r s,;-wou,l~ha?,e:1:.o,be c:1:eljuc,te:dfrp'll arly",pr,of,i ts gained,. :"I.n
addition ,:it:,.w:ould ,.b~"c6ns.ide,r,ed a~ in,dllcement.,.for .Ehe..licensi,ng ofjoint:1y.,
made results; if ,.ade.qll~te .comm i s sLon were:paid: to',,'the, cooperation par trter .wh o
initiated and !1e.go.ti.at:ed'the,l,i~en,si~ga'3,~,~e~,~I1t~ , .

{g} Remuneration of Inventors of. joirit"Inv~nti()nsa'nd c'rea'-torso'f
Join t •r ndus t r-La.Lcnes.Icns

61. The prov i s.Lona .concer n i.nq .t.he t r.e a t.men t;..pf Ioven.cor.s and creators e r evo f.
special ::illlporta,nce not ,only: w,i,th,respect,tosa{eguarding:the rights of,tffese
persons, bu t, also,.in :thepublicinterest ,ino,rd,er,to stimulate jointer ee t Lve
activi ties for the better ecnj evecent; of;,theobj.ectives .s e t; forth in .t.he
cooperation agreement.

62. The .r emunera t Lon of oo-d.nvan cor s {or ,joint creators} of ~ joi":t invention
or joint,' :i'tldustr:i-alde,signwill .neve .co coe .det.e r mi ned under thenational.la,w '
of the cqqn,tryofthecopperation partner: :J:hatis. th~, emp Lo ye rv.cf the,i.nv.entO,r.
or. creator. Ln.. add Lt i.on s .t.he cooperation .• aq r eemen t; .may contpinspecif,rc '
provisions. It will have to be considered .....he t.he r.sri f one .cooper e.t t onipe r cner
pays remuneration to its employee, the other partner should bear a share. If
the r emune na.t-i.on. depends on the -ac.tue L exp.Io Lce.t Lcn of the j o i n t; invention or
joint industrial,.de:s.ign,: accoun.t .will .hay~tobe .Eak en ofti)edegree of
benefit de r Ivedvbyi.eeoh coooe.r a t i.on, ,partner f,rom.·suchex-plo,i t e t Lon, Thus
question of"r~mun'eration,of-,employ'eesn:'ay be yerycomplex:

63. Another solution
be for each
conditions of

operations between the

which
par.tne r

partners as r eqa r da

64. As far.asjointv.entures are c;once,rned',an;,pppr.opria,te solut ion would
consist in, pey.Lnq.ir.emune r.a t Ion. to' inventors andcre,at?rsin accordance with
the national .Law p,f the host countryoft~e.,)ointven tur.ec The payme rit; of
remuneration in' accordance with the national la'w or.'the inventor's .home
country could also be considered.
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8. Independently Made Inventions and Industrial Designs

65. Owing to the nature ,of industr La L cocpe r a edon-o-and 'co9pe,r,ation; in
activities relating to' science end v eecbno Loqy inparticular--the cccper e e Icn
partners will normally be starting from the scientific arid >techriological'level'
which they had reached at; the beginning of their c()operation.That level is
reflected, . first of all,' in' the Indus Er ial property ,'titles owned by , each
cooperation partner at that time.

66. If such pre-existing immaterial results, tha'thave beerir e ch i.eved
-independently by 'one .qf':the'''partner.s may _'be',incl~CiediIl' -the"c~oper~tiori
agreement for~xplo:;tation in -orde,rtoattain ,the objectives 'se.t ,forth -'in that
agreement, the cooperation partner ..... ill have to agree on the terms-and
conditions of use of such Independen c.Ly made inveritions(ej'r'industrial
designs) • _Thisalsoho~dstr~e of irnmaterial~esu~tswhic~are~ade

independently by, ,one':ofthecooperati,ori.pa.rtnersd;uring _the validity ,of the
cooperation aqr eemerit; and which are essent·i-al for the objectives' set 'forth ,in
the agreement to be ach i.eved , ,

(a) 'Defiriitiori6fIridepEmdentTy Made Invention" (Indus't,r'ial Desicj~)'-

67. An invention (or, ,industrial des Lqn) ,is to beregard~d as havingbe,en made
independently, if ,itis'notcovere'd by .cbe 'de£,inition::,.bf"a, joint.-invention (or
joint industrial design), in particular if it existed with one of the
cocper a e Ion-pereaer s before any: joint ,activit:ies-started~'

(b) Ow'rier:shio

68. Any independently made-Lnven t.Lon (orindustr,ial "design.) 'be Ionqs to the
cooperation partner that made it~ Subject-co -any<speci£icprovisions,in the
coope rat iOnag r eement',:the - title 'S:Clf; :pr,otection: "o'f':'inventi'ons,and/<fr
industrial designs acquired by one 'partne;r,outsid.e' the joint 'actiV'ities'w'ill
have to remain the property of that partner, even 'if· it undertakes· to 'inform '
the other partner about them.

(c) Exchange of Information (Concerning Independently Made Inventions
andIndustr~aIDestgns -thatarePoss~b'lyRelevant from th'e 'Point"'of
v~ewof: 'Joint' Inveritive>Activity)

69. Each cooperation' 'par trier . will-have to infO'rm',the' other: 'pe r cner evof --ott tIes
of protectioil'.that it Owns 'ori ob t adrts :durihgthe periodo£ jO'int research' 'wbr,k
if such ti-tXes are directly related to the subject matter of the-jo'int
activities.

70. Consideration should be given to' providing in the cooperationagreemeht
that each cooperation partner should be obliged to grant a royalty-free
license to the other partners for inventions (or industrial desi9ns). that bear
a direct relation to joint activities, such license being:'limite.d,'to<the
period of validity of the cooperation agreement.

(d) Securing Legal ProtectiOn

(i) 'General

example thr ee
in which it

,
partner of its action within a reasonable per

months) f o Lfow i nq the £il.1ng de t e , in,dicating_,the countries
in tendstofi'le subsequen tappl ica t ions.

(ii) Cooperation in:AcquiringLegal Protection arid in Det.ectihg'nnd
proceeding Against Infringements

71. Each;:6f the cooperation par cne r s will obviously be free,to d¢~ide on
measures to be t.aken "Ln order to secure legal protection, in' ·itsown country
and in other co un t r i.es , for independently made inventions or Lndust.r'TaL

After filing an application in his for a titleof:prot'ection'

"""","," '~~i;j,;~t i~;;fit;i'd'61~ ",t~e~'d1:6ii~'f~f~,~;;~\~::r,,;in~~d,~U::S: ~t~:r~,'~' 6a~1 tha t r e La tes to the
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72. Each cooperation partner shbuld"af'fCrd' assistance; in "its- couritry of
residence, to ~i}e._C?th~r; ,>p~~;t::nE:!r,s, in "ac:qu ir_~ng legal,pr,9tec:ti()n :'Jo,r
Lndependent.Ly -made Lnvent.Lona. (or industr.ial designs) an? ,;in"de,tecting, and
pr cceed ~ng ag a,i,rj~1: ~nJriTlgemenl:~';' . . -

(iii) ·Qtles1:i,0n,S, Relat,ing 'to :Expenses:.for _~egaL_p:rotection

73. Any expenses incurred in applying foe titles af protec'tion 'fa;::""
independen t Ly made -i,nv;enti,ons, (or,:ii'!<:lu_~trial;desi,g,ns) ".and.,maint<3:ini,ng __ j::he'Il in
force, whether"io the:c,o.un,t_r Lea CJ,t::r,e;sidenc,e of the cooperation par.t.ne.r s.tor in
third cO:llfitries,will ,haVe to .be ,borne by the partner:,wQ.o filed, ·t;.he
application or,~hoowns: the t,.i:tle~,in ,!=-he .ebaence of.any,pr9visiops to the
con tr ary in theco9perat::ion, agre,e,I1le,tlt~:

" ',' : ,'",' :':.- "," c" '" ' .,::,co ::, ',' "": '; - ;': '
74. Any decisi..on'w'i:th,regar,dto.the "surre~c:ier:"qf"the",title::9f,.protect:lon
an invention .. (qr ,:iQ.du.strialdesig,n) 'made;itldep,E!.rl,dently intt:le;.-co,l:lr,s.e,:,o.~
cooperation and relating to the SUbject of cooperation sbould,pe ta,ke:n''t)'y
either partner only after preliminary consultation of the other partners. The
la tter may be ,B,i Ve:fl <,\n::()p:p<:l,~,:tt~ni t.y. tp. .rnai.n ce Ln t~e: ,,,:ti.:t,le ,;~IJ::for.ce~;;pro,V:;de,d

that they bear--the'experise's'''iricutred thereby; .

(e). 'Expioit~:tion.;~i I'nd:el)e;~dentlY'"M~'de ,;rn'ventions ::i'Ind~~tr:i~1",,'~esi~~~:)

75. The cooper~-~;io~ partn~:~.'_~~.qo'-::~\fns::()r;,,:obt:a,ins::a,tit,i~ of ,_pr.o,te~t,~on ,:f:Cc',Cin
independently made invention or industrial design that is related to the
subject matter of the joint activities should, on request,promptIY:9,r',ant,.:to
the other partners the right to exploit the title, free of charge,' wi t.h Ln'vthe
limi ts of .Ehe _'joint:,:a,ct.i v;,tti;es".:':,ancLdu,riTlg:,th,e: tirn,e.:in, which:. tha,.~ :,work .d s
carr ied orr.: but:-.on:l-y"i,n;¢l;ir,ec,t: j:ela t'ion <·to:the: ,-,s.ubj ect ma t.ce r., .J?:f, tPe.- :joint. .
activi ties. In a.c~d.i.t,ion:"".t~.-e: ,9,Cl~'pe:r-at;~~Clr;,:il.g,r,ee~en,tco.ul.dconce Ln pr ov.Ls Ions
concerning jtne. ,e,xp,l,o;it;ation,of sqcp-::a, t,itle,: ,.0J:,pr9te.ction ou t~i?~ the
cooperation.:,a:gr~ee.men,t,:.orafte.'r :;its .t.e rmdnatLon.,

(f) Assignment and Licensing of Rights to Third Parties

76. The .-pa:i(ri~ifhat:':'15 theciwlfer,,6f/ __ah',:irid~~~'rideC1t.iy'-'·rh~Cl~:;'iri\1el");ti:()!1 (or.
industr far desTgriT, should ,in prinEiple,' be' ,fr,e,e .co ,lit:e.ns~or:"a~:sig!1tl:le

r Lqhta concerning such an invention (or iridu5ttiaTdesign)';' e'Ven'wh'e're"it
rela tes.,to.- .cbe ,:subj;eq,t .ma t t er- of, ;!.:hecopper'at Lon- .eq.r eemerrt-, Howeve r ,.it
should ,infor,m.an¢l;;;c.onsul·t; the ,.other'.: cO,oper;ationpartners·abou,t its inten,ti.oJ;1
to license or tP;jls,sign: those,.r:ights •... T,he .par une r . that .:owns"tl:le:;in'depefld~fltly_
made inventions (or industrial designs) should, in the case of licensing to
third parties during the validity of the cooperation agreement, respect the
interest expr.e s sed by,the"other,par:tr-e,r" inthose::inventions . (or ... industria}.
designs) •

(g) '~emuner~~Ton~:f:inven·t:.ors. d:'reators)
,

77. Normally, the inventors (creators) of independently made inventions (or
industrial designs) should receive remuneration frorrith,e cooper a.t.Lon partner
with which they are employed, in accordance with national legislation or the
employment contract. Where the other partner's make use of such Lnde.pendeu t.Ly
developed inventions (or industrial designs) it might be considered that they
should pay avr ernune ra t i onit;o the inventors (assuming that .the r e .i a., no.lice,nse
fee to be" pai¢lL. >''rhat, r emune r a t Lon should beagre~d .upon ,betw,e~n;th,e .
cooperation par·t,ne,r:s: 'and be s ed-con ,the pr.cv is ions ,of national Leq i sLa tion and
the emploY!T!en,t:.son tr ac t ,

C. Know-How

78. There is no generally acce!?ted (j'e:finition~'f th'e ter~':.~kno.w~.h9w"".but fc r
the purposes of this Guide "know-how" means "technical information, data or
knowledge 'r e suLtdnq __,.fr,om· e xpe r Ienceior a k itls,·...hichareapP:licab,le in
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Know-How(a)

practice, particularly in industry" (see WI'PQMoqel;La~ for,Develo,pi,ng
Countries on Inventions, VoL II, Part. II ,-Se'c'tion 201,p~' 13'). xncw-ncv
plays an -Impor.nan t role,;-;in -,the :practicaJ,-,apPl.',i,ca ticn ·0 f Inven.t Lons , Whenev,er
ques tions r e La tinge -to -"tecl)nology .ta r.e .cone Lder.ed , tbe, ;paxtie:ular:" rq.l;,e: -qf"
know-how hasta be .caken into account. '

79. Know-how, can be considered joint if it-,hasbeen .deveIoped in _tl1e, cour.se
ofjoin:t a,c~i-vi,tJes.>111 "this:Gase, the ,cpQ,d,g.ians set far:th. .In ,para,graphs19
to 22 apply mutatis mu'tandis to joint know-how;.,-

80. The cooperation partners participating in joint activities may also agree
upon other criteria for qualifying know-how as joint know-how.

(b), Rights. Concerning Joint,Know-How

81. The rightscori~~~:~'in:g-:d~'i~t :'k~()W":,'~ow,,~:i\i have.:'to be .;d~:~:i~ed.in>.t'~e
cooper a ed.oncaqreement;-, Inpartic1Jlar there:,willhave ..to ::be, cl,ar;ifi.cat;:.,ion
who should have the :r'ightto;: exploit :jo in,t ",~no.w-,how,Jn"the,"cou,n,tr,ie,s :..of
residence of the cooperation partners and who should have the right to exp~~it;:.

joint know-how in third countries.

(c)"Excbange, .of" ;'Int.ormatj~:~n Concern.i.ng:'J ~int, Know:-How

82. If know-bow is developed in the course of ,joint .ece.tva.tres Cl,n,qr:esearch,
work, each cooperation partner will be under the obligation to inform the
other cooperation partners about such know-how. It Ls. advisable .:t.o'ide,ntify
the subject-matter of the know-how and any rights"in 'it 'in a document duly
certified: bY'"the:cooper_ation- pa r.t.ne.rs,

83. Thecooperationpartner.s.:;,w:H,l.,hav~,to" -mak~: .,t:h.~; .neceeaary, ;~i~,~ngemen:~.s to
be promptly informed by those,of"theirernployee,s:',W:ho, pcp::t,icipfite ~:~p joill :t:
activities of any joint know-how which might be developed by them in the
course of t.he Lr-, work under the .ccoper atLon aqr eemenc.,

(d) Exploitation of JointKnow:-Ho~

84. The exploitation of joint know-how is gen,~r.a.lly.pne :of.theobjectiYE!.,s of
the cooperation or at least an important element of 'ito. Therefore~'andalso

because of ,the complexity ,of .the lega,l, :que,st,~ons,relatillg~o ,kno.,.,:-,how,sp~c:.ial,

care is required in order tobal,ance the: ,interes,t~,sof,the cocper e t don partn~rs;~

85. Taking·theobjec~:ives,of: ccopere t i.on 'into :accoun',t .... "the,expl()itat:~-o~ ,o"f
joint know-how mayberegulatedinamann.er .. similar to .. the tin· wh-ici:l, J:h~
exploitation of,jO,int' Invenc ron s and, j9int indus tr ialdesigns.isr,egulated
(see paragraphs ·52 to 54h ... Nevert.heLe s s., :allY', exploitati,onofjoint., 'know~I:J.,9"'-
in tn t r dscount.r Lea .ahcuLd be the;subjec,t of .a special agreement:betw,een'the
cooperation partners.

(e) Communication of Joint KnOW-HoW 'to Third· pa~ties

agreement
the joint know~how:could be.communicate~

sharing between thecooper~tion partners
comrnun ica'tion._
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(f) IndePendentl¥'DevelopedKnow-How'

87. Where'th~:~: Larneceasary for~he "achi~'vemento_'fthe'coo,~erat:i_on-tasks.,ariy
cooperation partner "Ln 'possession of know-how that-has been-dev,eloped
independently of the joint activities but whLch v.i s v'e s aenti iaL: for- the common
work should make it available free of charge to the other cooperation
partners, for use during the period of joint activi-ty;

88. Inanyc:ase;:the prTnc~pleslaid_:d.0wri in Section B (Independently Made
Inventions and Industr-ial 'Designs, paragraphs 65 to '77') .will,applymut.ati-s
mutandis to independently developed kn6w~how.

D. Trademarks

89. At a more advanced stage of joint acti\r:ity,notablyjncthe: pr educt; ion and
marketing phase, the partners may use, trademarks for goods manufactured and
services, offered 'by ~thein:asa r'eslilb "of::the '-j6int activity.' Fcit'thisptirpose,
the ccoper atidon 'partn'e-n3, will' have _to agree on the -,me,am;p,f settling pr.ob tems
related to the creation'and use of- trademarks,in'the,courseof,their
cooperation. - -,

90. Any provisions in the cooperation agreement concerning the joint
development' and use of trademarks ,w'ill;'l1.a,Ve:,::to,ta,kein:1;.o.:ac'c:'qu!"lt t:he,'ti:!x:,is:ting;
provisions of national legislation concerning joint-ownership of trademarks:
licens ing',:regis'tratiein of users ,:etc.

(a) Definition 'of Joint' Trademarks

91. A "trademark" is a sign that serves to distinglfish:the,goods"-"-as does the
service mark with regard to services--of an industrial or commercial
ente.rpr fee 'from'~tho'se-of~o tbe r-ven t'lirprt's'es; the 'expr e s s i on" ,"tradehl,frK""will
be used in tihevbr cad "aeriaetEhafi: pefers'also :'toser,vites .

92. In the course of cocpe r a t Lonv'<ebe par tme'rev maycj o i n c-Ly create: and: use
trademarks to distinguish the goods and services offered and marKeted by
them. Such trademarks will be considered join,t::,tradeniarks.

(b) Owne'r'ship' of'J-'oi'nt Trademark's

93. Depending on' tbe- na tional'law'of'each courrcr y , o~riers'hipof'a:-:tr:ademark

is acqu a r ed Yhr cuqhted the r reg'istrationor use'. Where'a-trademark:ha's',been
jointly created by the cooperation i?art,ners there arise the questions of which
among thepar,tfl,~rswill-be,enti't,led,to, 'u,se th~, ,trademar k-,' which could register
it in its name-and ,'the.condit'ions under -'which'it,cou'ld -'~beassigned or
licensed -. ,Th,is,:'question~,-whichistreated ne r e ,asre.~'ating· 'to "own~,rs'hipu of
the trademafk-'-obviously,' needs,to ',be; regul:atecj'iclthe' coope r a tion aq r eement,
As in the case of joint 'inventions and j'ointindustrial des i q nsvtbe.tma t t.e r may
be regulated differently, country by country, depending on the commercial
activities of each cooperation partner.

(el securing Legal Protection

94. Normally, ,the cooperatio,n agreement would allow eachcooperation;'partner
the. t:ightto eecu r e-o-e Ltbe r by r§gTstra-:t'ion,or by"use--legalprotect-ion of,the
joint trademarki-n its· country of' residence in its, ownuneme and as t.h ev a o Le
user.

cOuntries in which would
obliged!,t,o :5'e<::u're. pro.cec t Lon.; a procedure: for
coun t r Le s'<a t':a later stage {Eo r , by mut.ue I agreement
cooperation partners). In third Lea a joint trademark should as a rule
be registered, jointly in the name of the cooperation partners. If the
national law of a country in which the trademark is to be registered does not
permit joint registration, the cooperation partners will have to reach an
understanding on which of them should have the trademark registered in its
name.

282



P. 39

99. In addition or instead, the cooperation partners may aq r ee , on: .the
licensing or assignment to one partner of a trademark independently"developed
by the other:; -Im accordance wi th"the,:gener;al principl,es.go,verp;1..ng. :tl:),l:~'
licensing and as's Lqnment; of,' nr ademarks ,

E. specific Questions

{e}'. Independem tly'" oeveloped,Tr ademar k,s,

98. The cooperation partners may agree to use th~" t~ad~ma~k;of one of ~h~
partners" for, products.: manufac.cur.ed: by them. as, a:o,resu·l,t,,' of .thedr. cooper,.:lti9,n,~,

The procedure ,fori:,.the;. use,' o f.: such,an:,independent~ly>deveLoped ctr ademer.k has ,~p

be regulated in the cocper at.Lon.caq r eemen t,

96 • The cooper a t::-i?n'_a9r~~1Tlent; wi.l-l- hCl:ye;._~p::'.r equLa tE!':;the,,-qu~stion9{which
partner bears the expen'se of ecqu i c in'~""~~CI:_?e1Tla_rkr~gi;strati_ons,: and,,t',enerwing
and defending them. It may also have to "regulate qU'estions"c'o'ncern'ing the
adve r t LsLnq: of:,joint' trademarks.

(d) Assignment- and Licensinq to ,Third. Par,ties

97. As a'r.ul',e:, jointtradernarks- ·thathave become..- the' jO:int,.proper,'t,Y.9f'J.j:l,e,
cooperation partners may be assigned and licensed only jointly. As regards a
joint trademark, r.eq Lacexedv.Ln the nemeto rvone cooper acLon- par.cner , the: _""',
coope r a ti oniaqr eemerrtwa lL-have,to.' _,re,g ula te__, ,the ,prpc:.e9u.;C,e.:,fo!,=~.,a~.§A9.n,Inent~,ailci",,­
licensing. In par,ticular'i::-itwill have to .de aL witp~",·t.he~ que,stJon:: of::,:s,i:larfng,r'
be tween the cooperation partner5,': .any .r oyaL.l:::ie,s .9,ai!1e.<l'" ,fr omti:l~li,ce.ns~ng:._.,oJ,;
joint trademarks:' .t;o, :third" par,ties.,:

(a)

100. As a general rule, the cooperation part~ers '\liili have't~ ti~~'t_,,;the,,: .'
results of joint activity (joint inventions, joint industrial designs, - joint"
know-how and.v j o i nc . trademarks) as. confidential: eitl1er·,as,: 19n9as,an", : -. .
application for: the .cor r e spond anq ina.,ustrJi:!.l p,I:"0perty, ,"title:has,., n()t': beerl:,.fil,ed
or indefinitely ",3.Gcording',j to cd r cums cance svand .~t1bject to ,agreemer'lt"between.,
themselves. 'rher eo.Lsvan , exoeptidon, .bowever ,,;in the, case" of' er eoemar xs, in. so.
far as use is,' required in: or derr cos secur e lega.lp,roi:E!cti9,I1~

101. In particular.·;,·'the coqper~tion.'partners'; wIl.lhaye" t~, rE!:!?p~ct the
conf Lden t LaLd tycof : know-bow, t.r ede, secrets and o:t.l:;1er.·technica,l,>iIlforrnat,icm
belonging ed cnercofcabem., a t.it.hesbeq i.nn-i.nq ofthe,jpin:t.,. ag!=iv.it,ies and'
furnished by that par tme r.r-t;o the";others for.' use underi tbe ccoper a t Lcn
agreement with an indication that confidentiality is required. .

102. If the confidential information has become generaliy:~~:ait~bl~';th~'
confidentiality arrangements will'no'.longer:apply~ The::pa,rtnep, who in"okes
general availability will have .Eo p.rove. it.

(b) Claims' by"Third PartIes for. Infr ingement of, their. Industr ial
property" Righ ts

103. The cooperatiqn partners will have to take.all: reasonablE! mea,sures to
ensure that the' use of::theresults of: their. cooperation does not Ln f r Lnqe
third parties' Lndua t r LaL property r-ights. The cooperation will
have to ther.coun t r fe s Eor-whLch- such taken and, the

protectiplJ of
't'rt,d'part'te"h:"

104. Moreover', the cooperation •. agreement ,will have t.o deal with problems
resulting f r om actual in f r ingemen t. 'ofth ird parties I., Lndus t r LaL p r ope r ty
riqhts. In particular, the cooperation agreement should provide for measures
to be taken where one of the partners is sued rur infringement of third
parties 1 industrial proper-ty rights. In general. the par-tners should
cooperate closely in defending their rights.
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110. As the cccpe r a t'don aqr eemen t is in the;:na'ture, of: a' contract qove r nd nq
private law obligations, the partners under 'the aq r eemener couId resort 'to
proceedings before the civil courts whenever there is a dispute concerning
rights and obligationsarisiflg,;qi.lt()f'the aq reement; Ho ever , .whe ehervthe
civil courts of a given country are in fact competent to de c ide.va v case.ii s a
matter that depends in each country on the provisions on the international
competence of courts; cho sev pr ov Ls Ions are either contained; in national
legislation '01: i n Lnt.e r na't.Lona'L treaties applicable: i.n.tt.he countries concerned.

(e) Competence of Courts

(d) F Applicable' Law

108. In an in t.e r nabLona L coopera:t'ioh:ag-reement:,,:the"ch,oice, of,', checapp.LicabLe
law is one of the most important questions. subject; ,to -tihe mandatory'
provisions in force in the countries concerned, the partners are free ;,to
choose the applicable law. It has to be borne in mind, however, that the
various national laws do not usually contain rules dealing spec~~~~~~ly_~~th~:

this new form of contractual relationship concerning international scientific~

technological and economic cooperation. Moreover, when drafting the
agreement, possible uncertainties should be avoic:l¢.9;:':t9:,:;t.pe,;\Ju,,llest,e:lC'l:,en,t::,/::lY
providing .for th~ <:?~~rehensiv~ r~gulation of all issues of interest to the
cooperati9~part~~rs~ '

109. It, will be in'" the best +nte.~7'sts-'oft~e'cOoperatiori.';partners' co.t specd fy
in advance ..the':'ri.'ati'6nal: la'" that "wfl-l' be applicable .t.o: ques t.fona: not': expressly
regulated",iri','the", agreeI1lent.'" Su:C::h"aspects include',':in~;per t.dcuLars 'the, legal
relations" o f : the cooperation' partner's' with, the' 'inventors,(co-inventors';'
creators, joint creators) employed bythem~ the legal: relations': between
co-inventors {joint creat0J:"s);,the !:'e<;:ognition, of a person who participated
in the join~ r~search'w-ork a~ a','co-inventor,or :'a' jo'inb creator; t.he..
calculation- 'of the ·amount,:()f;remuneration', to bev pa Ld-co : Inven tors.. (creators)';
and the individual. shares vof co~inventors'or,joint,::creators,in';that,amount;

and the possibility' of"'ihstittitihglegal: actionclaimirig remuneration'.

(c) Trea'tmentof~the"Results' of.-- Joint. I:nventive Act'ivity _Afte:r:,
:Expit'atii:>n·, o f t-t he Ccopera.'ti:on;A'gre-ement

105. Taking into account the duration of titles of protection,~ the-cooperation
partners should be aware of the possibility that such titles may still be
valid even after the expiration, fo_Z:;:~hatev~l:::.r~ct:s()n~_'-:o,f.::the,c()op:~r21.:~i0rJ.
agreement. The fate of such titles' of protection'''i.;'ill 'h-ave to be decided' upon
in connec't:i}:m' 'with- 'th'e,'expita'ti-on-- or.ccanceLf.a t ion' of che. coope r a-t Ion eqr eementr,

106. The ,sp,eci,fl:c::.' prabl-ems. Lnvc'Lved.the r e: a r ev.due to:the-fact.- that' no; de f-i.nit.e
ar r anqeme'n]; ca~_' r,e'al-ly ,b,e:' made<,a't,>t~e "time of concLus Lon . of"the cccpe r ajidon
aqreemen t.; be'<:a,use," ::;~c,h',an',arrah<3',ement,',has',to 'take intoaccount,the~'

c Lcumns t ances' 'arid the 'i-ndiv idua'l',,"in'terests, '-of,:the, coopera't i.onipac.tne r.so-e t -t.he
time of expiration of the cooperation agreement. For' this:' r eason ,« it- seems"
appropriate that the cooperation agreement should oblige the partners to agree
on the subsequent legal status of exi5tin:g'·'JI1q:U:'.sni,a,l.-;'proper'~y:ti:t~e.s'"re~ating

to the resu~t-? pfjo,int, i~yent,iye activity. '

107. As ,~o-n:i:r ,as,::'t,l1'~Y, 'h~ye,: not: y:et,:"r'eached-' the requir'ed,agreement",,:the,::partners
shcufd , 'as 'a-'tempo'rary,:rneasure'i,"a'gr'ee' -eo 'continue wi-th,,;the legal" r eqdme
established by the cooperation agreement for,"such:'t'itles.

111.

both countries are reason, itis
advisable to have cooperation agreement provide for the competence of the
civil courts of one 'specific' country or of' onec-spec Lf i c 'court'. In the absence
of such a provision, the, plaihtiffmay,have the option of sever a L. competent
courts, '".., .,
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115. In so far as cooperation agreements permit arbitration, ~nY:A:i~~PH~~s in
connection with joint inventive activity should be settled by "'arbitra'tion. One
should be w~~l ,a~?,r7:o.~ t:~e"li,rtlit,s,()f,a,~,l:litr,abi~ity I"h?\f!Ieyer." Ip:par ticular I

arbitration:' cO,urts,: l£ann\5't:·, dee,ide ·':final-1Y~;·"wh'et.her indli~t'i,ial":'property rights
are valid or v,o_id-~' ;'If,:}an;~:e Iement; ,;o'f~:thE[! s,ub,jec,t'-"matte:r:::at,;-iss,ue,",'i's'".no't-­
arbitrab~~I;,o, th,e,:,p;ompe;l:;~nt,,?~o,dy;;,Jc~Y}l ::,C:,9,urt" or :}?:~t!'!',fl:t: qfJ,ic,e:)' should"b,e
resor ted teL fO<r'.;:~pe~,se£tierne'nt",9'ft~~,,,?~.sp;u~i.'" ,- -, ':;;i

116. The ,c'ooper'atf6h::;,ag're'erilEint. may;pr6vlide',-bttat any;;::d:isp:u',te:for;; ccntir.ovejr sy
ar is ing betw~~,n'l:he':,c()oeeI;a,t,ign',pa:!= tg~.r::$ ;.0:':s:q~necE,i,o!lf:!wi,t,ll,:": ,i.'J'lveIlt"i()n~ 0
industr,ial;, :d~.sA9IlS: '. a~ci"-:tr,<:ipema,,r ka .. ~ho~ld,:"f:ir,s,t,~e"",the,:, ,subj/=qt, ,of ~Illi<::a,ble
negotia'tion's--"be~w~en,:':th"~:,"pax ti'~~ concerne,d 'before" the.-:aC'tua'.t'arbitr'a't~'on
procedure is erribarik'ea':,'upon'~ , , , '

117.' I;:I:'" ~:s, ,reco\1lffiended ,;:,that tile;a9~"ee,Il\ent prov Lde. ~OJ:', a ,:~_e:;i'~9d- .-~.~ .:;~'h,:~();~:'kng the
ar bi tra tor s ;.. ,ot,hei'w"i$e. __~h~ .:apP9in:t;rite!j,t", '.of.. alJ,:,t:;h¢,.arb~ ti"a't9rs':~ou.;t,d'" ~c(ve to
be left to thearbitrati?Il:bo'dt',~esp~n'Sil)le'for'''s'e'~~l':iflgthe ..pa'rties";;d'j,sputes.

118. Finally, it,:, sbou'Ld be,;:no;ted.:that,'an'agreeIllen.t has l:l:e:e,n'i'c().nclUcled,between
the countr ie,~'l1lemb,er15 o.f, ,th~:C-?~nc;:: i,1 __"fo,r",~ut,u~1:,Ec9"-o,mic ,~ssis:t:a,nq,e",(C,MEA) I

which regulates the' settlement of disputes by a:ib~l:.r',at,ion in 'respe~t ,'Of'-'
scientific and t echno Loq Lca L cooper a t Ion betweery'!enti,ties';of ,those: -councr Les ,

114. The settlement by arbitration,i ,of;' 'dispu',t:es:,:'a-r ising i:,n,c,onri'ec:ticm->'wi,t:h
in terna tio,n,Cl:I.: ",cP-l'I}fl\E!:r.,c~al",re~a,t::;~(),n,~.'7':\oI'l'l,e,t::her", :i:lY: .rCll:bitrat~qp" c:ou,r,t,~' 9r: ad- ~:hoc
arbitration--has p'roved to be' the most effectiy;e:; way of 'sett:i'in'g 'such dl~putes
owing to a number oJ, q.efill,ite" ,il~v:antages, ,nam~lX:,' the"exi?e,t}kn,o,,,.,led.gEl: "o'~"
arbitrators spec Laf'Laed ,in"'a-'par;t1eu.larf:ype,', of::,diapu'.te,':/the .. impl'i,c:i t-y-' of t he
proceedings ,the" rapidi tY,'"<;i:f,tO§!:p·,ro¢ee:,d.lngs,, ,~Qd: J:J:1:ei,r::,iJ.,O\ol':;~qs:;t:4 I:n::<{iQgJ:'t~()):t,

the discreet treatment of the eub j ece matter at issue in 'closed proceedings- is
most likely to satisfy the readily-understandable interests.of the partners
concerned.

112. In international commercial practice, arbitration is increasingly
preferred to proceedings before civil cour e.s ~9f~he,_1ie~t,lement of~Jsl?_~t;e~._
That is why civil court proceedings are liK'el"y,'to'::p1-ay,la"'ceiatively'mino'i--;)rhJFe"-"
in settling disputes a~isi~g ~n connection with joint,inventi~e activity~

(n,:-';' ", {::.,. ,':':-: _'ii;,'> ',,': :', ':,:." -;- /,::_ (,' ':"";':': ,0:: C" -::,:.(,- '.L:,: (:. v.: ~:'!',:

113. Like virtually all international contracts, cooperation agreements of the
kind covered by this Guide usually contain arbitration clauses for the
se~tle-ment of any dispute between the cooperation partners. ,:In".,t,hi,s""J;:,e:~p,~,.s"1;.,,,,_,c
international business practice offers to .thoee concerned a su'ffi:cient "v'a:rH~'ty';'

of arbitration p,r,oc~4ul:.'e:s ~or zhe.ione b,est,suite,d to the ,P;~;;l::,~C?,Blar, 9a~,E!_,,;,:to be
chosen.

(f) Settlement of Disputes by Arbitration
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content, scope or
guarantee and is usually worded in broad

terms. Accordingly, it is quite likely
that once a dispute has arisen between the seller
and buyer with respect to the patent guarantee
clause, there will be a dispute over the
interpretation of the clause, and various troubles

P.I

"Abstract

. It, h,asbec:orrieyery:illlpot",ntforithebuyert;o
o,~tainfromtheseller:,apatent guarantee with
respect to:thegoods,iptAesales1;l"all!lact;;,on!al1d
the effect of the patent guarantee has'becorrieto

:.'posea substnti;al'weight in the ", salestransac.ti;on.
0~tAeoth~r:h'aI14;therearefel)'courtc,ases ,i~ '
Japall~hic,ljal"ec0l1cerM4~ith tile patel1t,glJal"antee
'ciause' in' a sales agreement, such as, a .dispJite '
betwe~n tIl", ,seller and the buyer in con~,,,,ction with
t;he: compel1satiol1 ()f the" ciam"ge;" ,and ,,th~ i. aC,tu"l s tate
rHatirig t,o the Paten t ,guar.al1tee ,arellotopenly
known. Accordingly,we have conducted an
investigationi~,themembe~compani~softhis

:cormn:i,tt~e'.onthis<;IlJest:i,onto, gl"aj;p,the" cuqent
situat,ion in Japan .:0" ' ,',: ,:,':::, ':.

, On the basis of the results obtained from the
investigation, we shall introduce samples of
standard form patent guarantee clauses and the
actual state relating to the patent guarantee, and
we shall report on various problems arisend from the
patent guarantee clause, relations with the Civil
Law and the Antimonoply Law, and on the results of
our study.

A standard form of the patent

Japarie'se Group, ,Coromi t,tee No.2
Chairman: Juro Ichimura, Shin-Etsu Chemical Co., Ltd.

su1>c~mittee No.2
': Masao Tanaka, Nipp'on Telegraph & Telephone

Public Corporation
Hiroshi',Yamada, Teijin ,Limited
Eiken Shibata, Mitsui Petrochemical Industries

. , :' '. Ltd. .
Yoshimasa Shimura"Sekisui Chemical

Speaker:: Mitsuyuki Saito, Asahi, Glass'

PATENT GUARANTEE CLAUSE IN SALES AGREEMENT
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a".eexpected f()"tl\" ;se.~tlementofthedisPllte over
such a clause. . ...

Consequently,·' in the preparation ;ofpatent:.
gll ...ranteeclallse, i~<is.adyisabl."to .specific...lly . <;
define the respo~sibilitiesand obligatiolls o.fElach
of the buyer and ·theseller·includingther·isks to
peshilredpythell\' which may varydepending'llponthe
kinds and nature of the goods in the sales
tensaction, . the current status of the business .
fields in ",:hic;ht.h.e;goods .: ar.e deal to,,<.llseq....nqth.e.·
situations or positions of t:.he'buyer and the seller.
Further, a one-sided patent guarantee clause which
puts obligati0ll~ilndrisks p~lyon;the;lleller,

against the rule of equity, .and a.~on-sPeCific
abstract patent guarantee clause iseli:pect'ed to
;qreatecii~putes ort"pllbles .SP. wethin.k;;;such Il.
patent guarantee clause' should better be l"ft out.

[I1 Introduction

'When;abuyeiuses'goodssuchas partS;orlllaterialS

purchased from a seller or when he sells or exports'

prOducts manufactured by;using such goods, there ;is

alwaysa'possibility of dangei that the buyer will be

charged for infringement ;of industrial property rights

owned by a third party,> in "a:forritofa warning notice

or acourtacHon. such a pclssil:iility iscertair\ly

increasing, reflecting the everiricreasirigcompetition

,,"1\ong the enterprises in the research and development.

Under the circumstarices, it has become very importa.nt'

for the buyer to obt.ainfrcllll the selleraso-call';d

patentguaran1iee withrespectto;the goOds' in the sales

transaction, and the effect of the patent guarantee has

bec:ometopose a substantial weight in the sale"

transaction.
On the other hand,therearefew court cases in

clause in a sales agreement, . such .as' a dispute between

the seller and the buyer in connection with the

compensation of theda.ma.ge. Accoidingly,the actual

state and the problems relatingto·thepatent guarantee

are not openly known.
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We have conducted an investigation in the,inember

companLes (about 2,6 companies) of ,this Committee on

this' question to grasp the current situation i'n Japan.

On the 'basis of the resu1tsobtai~ed'f~om ,the '

investigation, we shall report on the actu'al state and

problems relating to 'th~ patent' gu,ara'ntee in"the sales

transaction and on the results of ,:our' study.

[II 1 EXaniplestlftheipatentguarant.ee cilause

I~ "a .s~i~~a'gr;~em~~tbet"'e~n ,'~Q';pani~l!, it is 'now

cOlllIl\on it.o cpr6vid" F'''t~nt.g6ar~ntee clause "£or "a.ilous
reasons,: <f'~r' inst·'an~~,. as foll~~~:/'

(1) to ensure that the buyer is capable of using

the goods or selling or exporting the product.s

manufactured by using such goods, without al)y"tl:'Qub1e

Qf;infrin,g~l1\ent of any.,industri"l property rights.of a

thirdpar,tyc"

(2 ,to ensure that, '!'~Ie", .,th~ buyer il! ,cJ,,,rgea. by;,;

the"thira. par;,ty; for inJr;i"g,el1\eJ'ltinthe ,forl1\,ofa

warnJ.ng notic~ ora cgur.t"acti.on, "tlwbuyer will

rec,eive fU,ll cgoperation, from ,the seller,

(3)tpsp,~cifyth":t,j.fany disput~ari.s~sfr.om

such all in fringel1\en t charge , the l;ellersh"lll;>~

responsible for,the settLement; of the ,dispute, ,an,dthe,

buyersh,,:ll befr~,e fromb~,ing a part:( t9 the dispute,

1,4) ,to expressly pr;oviq,e for ,t\le seller's

Qb1igation ,to pay a compensationin"case,,,:nyd<'ll1\agehal!

been iLncuzred to the buyer,asare,sult ofsuch"n

infringem~nt dispute, ,TQ obtainsuc;:h a guar;al),tee from

the seller is one of the important factors fO,rthe

buyer to, finally decide ,the pur;chase of "the goods from

It is common that such apatentguaraJ'ltee.is

provided for either ,in thf'basic sales agreement or in

a separate patent guarantee agreement for the

tr;"nsactionQf: any pa.r.t Icu Lar rqocds ,
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In: a case where the': seller intends to sE111:newly

developed goods, the buyer often" requires:the s,Hler'to

give a paten,t guarantee in i!l"fO'rm of': a undertakingFa'

conf,irmation'or a letter Of guar'anteewhichis

oner,-sided and rather severe to the' seller.

Samples of, ,standard form ,patent guarantee clauses

are shown:in the appendix,' L However';',thecontent of

such a guarantee clause" varies depending upon the': ,

tradition of each company" the' type or nature of:the

business or the attitude or the policy of the Patent

departmlOnt, the:purchase department' or 'the"business:

departmentofeach'company.

In':many cases,:the:buyer employs patent guarantee

clauses as shown in the: attached: sheets not'only for

the salestransactions'with': J'apanese: companies 'but also

forthe:sales:transactionswith'foreign'companies;

[III 1 Problems" 'relating to the patent' gU'arantee'clause and "
measures to deaL wi th such, pr,oblems

As is evid,ent, alsS'frqi!l J:\1e"t¥l?ical s,unple,; shown

in the appendix 1, "a, sHndard form of ~he,Patent'

guarante,ec::ta)lse commonLy el1lplpyedin Sales agreei!lepts:
does not: clearly, def ine th,e, contel)t, scope or" limi t O:f

the patent guarant,,,,e,md: i,s uSl,lally worded in broad

abstract terms. Accordingly, it:i,; qpite,Jikely: that,

once: a, dispute has arisen, bet,we,enthe seller and the,

buyer with respect to the patent guarantee clause,

there will be a dispute over the interpretation:of the

c l ause, and various: t:rouJ:>les .aze expected::for: ~he

settlement of the dispute over such a clause.

For instan,ce, in the, case of the ,patent ,g)laral)tee

clauses I)av,ing broad contents as shown, in the attache c3.

( a) With respect to the scope of the patent" guarantee

The question of the scope of ,the patent guarantee

includes various problems, for instance, as folloWS.

Is the guarantee sUfficient,1f the, seller guarantees
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that,thEl<goods do not infringe any'product and process

patElnt?, Or,should the ' seller also guarantee a

non-infringement of ,any patElnt relating to,an'

application pf,goods(llerElinafterreferredto, as, ·,a, use

patent")? Does tile guarantEle extend to cover not only

the Japanese pat.ent.s but ,also, various foreign patents?

Is tile patElntgllaranteerElstrictEld,to the protec,tion' of:

the buyer" h Ims e Lf or: does it Ell'ten,d,toprotElct,the

buyer's,' cust.omers and the latters~,custortlers?

Example 1

In, a case whElrethEl sElll"r Js not, c,ertain for what,,',

purposes the buyer will use thEl goods sold to the

buyer, the seller is not; in, a, position ,to guaran,tee

non7infringelIle!'lt<of a use patent since he is unable

,to, conduct a,pate!'lt searclrwithoutknowing the

particular purposes. Fur,ther" in' s,uc,lla case" i,t,is

reasonable to consider that the buyer is responsible

for" ,the, use the gopdsfor,,>Il,i,sown purl?oses. Under,',

such circumstances ,tlle'seiier"'ill not be able to

guaranteenon'-infringement ofa use patent, and it is

advisabletopf6videfor'ariexception toexciu.desuh

a use patent frorn theguafanteElor 1:0 p'!'ovide 16r a

partial responsibility of the buyer. From'silcha

viewpoint, some of the companies make it a policy to

provide for suchanexcep-

tion to excl.ude a usep"tent wilen so requested bytl1e

seller.

Example 2

In a case where the buyer ir,fringes a pateni'. by the

use or application of the goods supplied ffomthe

seller or by the sale of the finalproductlllade from

caused by theinfdngementissubstantiallyl1igher

than the'sales ofthegoodsHby the seller"a.nd such

an amount is \lnreasOnablyhigh for the seller to bear
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product). In view. of such ,a· problem, 'there is a

casE!iasshownsample2 in ·the appendix 1, where a

limitation'for thE!>liabHity'isprovidedfor ,to: ,the

effect :t'hatthe<amount ofthe.damage tobeborn::!:1Y'

the selTer·shallnot exceedrthe amount of the sales"

of the 'parts sold by,the:seller,:tothe!:1uyer~

Example 3

·'In':a case where· the products·manufactured·by using

the goods "sold 'by the. seller are 'to:beexpotted;<a'

question>'arisesasto whether or not. the patent

guarantee should :'extend to:cover:thecountries·.·to:

which the products are exported . "'In :this respect

. thereaJ:e.<somE!prci!:1lems,·f.,rin$tapce·,"a<s:fciUows}·

(1) in :some<'cases, it· is not known ',to 'which

countries: the,buyer',wHI export the>products:

(2) jot' will,be::too'expensive to conduct'patent

~searcHeS in ;-various',~'cotintries i':

(3) in sorrie'cases,:the costs for such:searches

will exceed ·th.e :sales or' the, profit· of,the.sellen

(4) suCh·a>'patent:·guarantee·ma.ybepractically

difficult inview·of the"patent ·systems, the

interpretation .of 'dghts',or patent practice in

various countries ~" -;In,·)view of t.hes e p r obLems, it' is

desirable for the seller to specify the countries for

which he is able to give a patept gllara[ltee;. or for

the buyer '.' to·:specify the countries for which he:'

desires such'·aguarantee.

Examole 4

Ina. case where goods based on the design or the

. specification specified by the buyer or goods based

on the joint development by the buyer' and the seller

guarantee, it is possible that, in a case ofia.

dispute, the buyer demands an unreasonable patent

'guarantee. It is therefore necessary to set out a

clear provision in thisrespecL .In the case where

the goods based on the design or specification
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~pecifLed .. by. 'the .buyer.areexc1uded:from the subject

of ..the,patent.·.guarantee, the prov.isionis .ueueLLy. as

follows: it is .commonIt.hat; .thebuyer; will be

responsible for any··.dispute 'on the product patent

matterswith:respect to·sUch·goods.and that.the

seller wi11be·:responsible.·for;;the process.patent for

manufacturing such goods unless specifically

~nstructed by.tne.buyer as to . such aproces s • .Wi.th

respect to;thegoods·basedon • the joint .deveLopment;

by the,buy~r and the selleriitis :common.thatboth

the:buyer' and.the"seller,'are responsible for any

dispute On thepatentmatt~rs.

(bl With·. respect to the duration forthe:.patentquarantee

In many.cases', ethere :;is.:.no.:clearprovision as.to

how a patent· ,Should .be dealt.with·.which:has .,been .. 111, id,

open or pu!?lishedeaftertheepatenteguar.antee was made

based on the patent searches. In:suchcasesi a,."trouble

is likely ,to occur as to the duration .'of.·the patent

guarantee during which. the. sellerds ,·responsible.

Espec~ally'. in. a ,case where "a,:use.patent ,has.been

granted after the.patenteguarantee .. was.madei it. may .be

unjustified to' impqse'the,.responsibili ty on 'the seller ,

and; it, is "considered to be reasonable that the buyer

will assume at l e as t : a p,,:rt.of ,th" responsibility.

(c) Calculation of. the damaqe, .etc.

There is no court caseorestablish"d.standard in

the business for the calculation ofdal1\agei for

instance, as follows.

(1) For, the calculation of the amount.of the

compensation to be paid from the seller 'to the buye!'in

t.hercase where the buyer paid t.o., the .' patentee a damage,

cOIDPensa.tiou"ox;. rOyaltY lrk §'~ttl"m~llt qJ.•th~;·
infringemen.t of a patent !'elating to the use or

application of the goods supplied from the.seL).er;

(2,) for the calculation of the damage in the case

where an injunction wasimposed'on the buyer based on a
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paj;enj;.,relaj;ing j;o ,j;heprpducj;. pro,ces,s. use or.
:,,;U"',,','.",',.::,;"'_,";, '::<.. :.,., ... .',.:;.. ,.'; .. :.> :.'.'C'_ u',' -'".,.',._1", .. :. .',',:.:. "~.. ;.,,.; ,_,.'_.'

applic;aj;~on of, j;he.goodssupp1iedfrom j;he se1:1er
'.'C',.:":>" :·C." :-,',' ",:,.: ::';:::,-,.' ....• __ ,.:,:.....::,:. ,",,' ,.,',J .: .-.• ; •.'"

(:l) for .ca1cu1aHonof :theCi.ama9':e :1;"~,;;u1j;ipgfrsm

j;he loss of.pppptullij;y.;

(4) for t.he manner. as toho~ j;p de1l..1,.~ij;h an

indirect damage resu1j;ing from a patent dispute in

which j;he :buy.eI"~a!! i llyp1y!"Ci.
(d) Other problems

Even if~he .buY.e>;: haa J.mpO;ile,dpn j;1;1.e.se11er}i

re~ponsibiUty.for.theHc;ol1\penS1l.tipnof ,the. damage.
;: .'::.< .,:....,., .. :>....,.:, ',,'- '.> '".'",:: ; .. :-:,__' ....',.;:".';..',,,c_ ,',:>,.:,_,-.<..,-. ""0_ ',.' ',',- :,' ,\ :,: ',;\'.-.' .,i ":,",,-.'.:

incurl;"~Cij;q j;he~.I,ly;~r 1l.S 1l..resU.1j;of a,.~aj;~n~ dispu,~~.

there will ..be.a casewhe"e theJ~uy,er.wi.ll .still sll.ffer::
).; . "",-,- ;,.: ..",:., ,:.;;,::: _c_ :,,_..,: ,: ':.:,', .;::.;.c"" .':.: ",,' ,__..,'.::'. ,:,. :,.,- ,;; .:,_ c...: .: _,>.,,: _._'.,_,_ -',,"',-.: -'. -", ,', .;."""'"

from an extremely large ..,economicaldamage or.10.ss.of
,,":', :C', c,: .",;';; "", ;',,' ,·C.; .- ---;:;,; ;',:' ',', ':"_." L ,,'. ".' ..'. ,,,.: :c;,,; __ ' ";'''' __" 0:' i:, ..,--:;.;; -,_,.'" :,::

credit. for, instance."wchen...1l.ninjuncj;ion.isimpos"d, :.011'
",,, :.' .--'.', ...' '.- .:'..' .:.. "--, :,-,-:.> .',' .'. '" "-.-.:,,,, ;',,':.'. '.:' ':""':',... -' ':- '..-' ',,' '--" '., '.-"',:, "" '.... \

the bUY,er. ~;ur:ther:c.:j;PE!rcec·maY be .ca".:~as~ .~h,er:~,i~i,s .

difficu1j;j;0 recover .;the:}os'il.:pf credi~ o.r r~l?.:uta,.j;.i,on,i'c'

of the ..buyereven if .herece.ives .a ,monetary.
''-.',,'" :' :--:.,::,: ..._'''.,.... , ,.,,' ..'. ':' ,"".:"." :.-,.,'.:", ., :C.:":'.:..... :.>...: :':·i'.'".: ",:

compens1l.tipn • Fu"thempr!". ,eyell if ,a ~:"sl?(>n~ipi.:lij;y .is

Lmposed on the. seller .for .thecompensation,o,f: the
".'.","":',';' " .:.;,:: . '.'-' '.'-:,-,:,,'. "'.;: .'.. :.,'.'-. \'::"-'-:'.,,:.,. :':., """"."\,,' ":.',

damage incurred to the buyer a,s.:a,I;"~~",lt p.£ ...a. p1l.~!"rt,

dispute, there l1\ay be a case where the seller is

LrrcapabLe cOf. paying the compenaa j;ioll •• or the .~uara,nt,,~E!:';

C an.noj; be l'erformed,i?ec.ause~he se.lle",l;1asgpnec.to

ba,.llknwtor 1i,quidaqon. Th"refore .f"om.the

stalldl?oillt.of the..buyer. it J'il .imP9rt.anta~.'LI?"a,p.tica1

rnaj;j;E!J:" .. tpiml'0se on.tl;1.e, ;se1l~r a,responsip,Hi~y;•.o~j;h~:

patent gua".antee. ~nd also. it i,s iI1\Porta,nt,.~oconduc.t

an inYE!stigationpf his pwn en .the pqssib1!"

infringemellt ,of the in.dustria1properj;y rights of a

third party oz' to let the.se1l:e" condu.ctsqch an

investigation by giving sl'ecific instructipnstoj;he

[IV] Curr.ent prac.tice of the patent guarantee in Japan

In Japan. thebuY,er .is in castr()I)~"r.I?P.s iHpn ethan

the seller in view pf .the.predominantpositipn in•..t.he .

sales transaction. tM. sever,ecpmpeUtionamon,g the
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sellers or thl> hierarchycifthel>riterphs\ksserialfied>
Accordiri~Iy, for prhvisionof'the-paterit ~uarahtele

cJ!au'~e;adl>maddbythese'IIerishardlyaCc~ptedby

the buyer, and there is a strong tendenc::Y'tha'f the'
patentgllaranteeClauSel is quite iaJorahlefci the
buyer.

However, for the settleIlll>nCeYt apateritdispute
based on the patent guarantee clause betweenthe!:>uyer
and the 'seller "ere' far "tWe's'ettlemedtClf'the
compensatlClll of' 'the damageTdC::,i'tredto1:.heouyera~a
result'6f apifEint dispute, 'it i.s c::oIlunCln,is f6lldw~;

Namely;' bothpa'itiesdiscJss thetIllatter taki.nJiinto .
con ~ide-r",tlon t:hec:i"iii",\:, ; 'Clt:hEliiaws ,geneta"l
brls'irless'busfdms' add't:he' 'sales ''p'rac t i ce in the
particlllar'fielda's >fell asthe'positions'6f both ..
pa£fie-s/an'd if is 'usu'al'that' Xt he 'matterissolJEld
amicably witht:he 'sihler's"p'dsitf6nrespec:teld:'" There
has I>ee'n rlO 'c::ase's' fn>ih iCh'a dfsput.l>Cldthe pa tedt
guarante'e !:>etweed 't:h'ebuYer',(ndf.hese'her hasbeElh
devel'Oped foa liti.~atiod:·

[V] Re1.'a.tion with thl> Civil Law and the Antimonopoly La,.,i
The Japadese'civil Law prdvides fdr'the' seller- s

warranty agai.nst.defecfs(Article'S7eOfthe CivilL,i",';
rei; 'appendix 2 Y 'idthe case where a defectexistsid'
tl'resale5'00 je'c:t.. 'Th'ere' is a t:.heoryt:.h at:. idfdngellten t
of' t:.hhd part:y's industrial property rights by an
article deliverediri as'ales transactiOn isrega.rded as
"a Mf~c:tirithe sa.lesobject:"ptovided for ih Article
57e of the Civil La>i. Accordingly the buyer is
entitledtci'd.eIllanda compensation of any 'damage

. 'resulting ,from such a defect, ··to demand a reduction of
the price and to terminate the sales agreement.
Howeve r/~-'·hpto--:n6w:'fhe£e-'has'--nbeen-no.. -court-' €"a:se-whidh

hClJ.d.sthatinfringeml>nt of third party' s industrial
property rfghtsisdeemedt.ocollstitute such a defect,
and the' provisidhoft'hecl.VilLa>ii.sapplicable.
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Therefore, i t isa.dvisable to specifically provide for"'

a seller's responsibility for" patent guarante"e" in the

sales agreelllent and to ensure that'incase the seller'

fails t'o' perform 'there'Sponsibil-ity, the'buyer is

capableoLrelyingontheproiTision in the sales

agreeinent' to persuade the' seller to perform the

responsibil-ity.

When the buyer 'demands the seller's' performance of

the responsibility based on the patent'guarantee

clause, a question of iTiolationof,the Antimonopoly Law

arises if the deinand'includesan unreasonable' claim;'

For instance'>thefollowingacts of'thebuyerare

likely to be 'regard'ed as 'an'abuse 'of the predominant

position and thus constitute an unfair trade'practice:

Ina case where' the buyer SUffe'red<damage"a:sa>result

of a patent·dispu'tefotthe 'infringement dfathird

party'sindustdal propertydghts bythegoClds

supplied from the seIler ; 'the buyer demands an

unreasonable compensation. including certai.n·damage not

d.i r ec t Ly "related" with the diSpute; In the case where •a

patenta.pplicationof atnird party reiatingto the

goods supplied by the selle"rhas "'been 'laid open; but

,the inventionoftne laid"'operi patent applicati.6nl:s

apparently unpatentable, thebuyerneverthe-

less canceIS" the sales agreement or demands ,a reduction

of t.he price unreasonably byreasonoftheinfringeinent

of t.he pat.ent.application. Itisadvisable t.o t.a.kea

due care in'thisrespect.

[VI] Conclusion

Wnen certain goods are beleiiTedto infringe,

, the owner of the industrial

property

buyer of such goods,or to both; awarriingnotice for

infringement, 6t'hewill take'a court action for

infdngement. In such a case, it is common' that

whether the buyer or the seller is the party to the
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issuo;c, tbo;y cwill together discu""'cth", matter on cthe

basi$:of ctbecpatent guaranteo; ch,uso; in the .saLe s

agreement for theso;ttlemo;nt of the c:issue .:gi.ther tb.e

$eller or the..buyer, .o.r, both tOgo;th!1'I> will take c"re.of.

the warning.is$uo;dor the.. court "ction taken by"th!1'

owner of tho; industrial property rights, In the o;ven~

the buyer suffers damage as a result of suc~ .an

infringo;ment i$suo;, tbe arnount of the compens"tion.for

the damago;:orthe proportions of the damage to.l:>e

shared'bytbe :buyer "ndtho;:seller willliko;wi$e be

discusso;qby tho;rnonthe :bas.is of. the pato;nt .guaranto;ec
clause i.n. :thes"lesagreernen.t. In. :rno.stqaso;s, they

will .bo;c $et.tled aIllicablyin' .area,s0'1a,I:>:L,? ,j5orm, as

men tionedabovo; •.

Inrnanycas",s""tbe<pat",nt guar"nto;e: c l.auae in the.

$alesagreement i$not,;pec,ifi""in i.ts conbent.s as

s hown in the.. a,.tt.a.c.hed Samples ,and in somecas.e$,:it is,

favorable to th",.buyer. l'Ihereas,aninfringementissue

is .unpr",di"'i;.able astq:"'b.en ,:"gaij'lstwhompr in: ",bat

manner:it.",illb", raised,. a,nd ..i t,is.likewise :uncertain

how th.e,.·is.sue ",ill deveLop , Therefor.e, .iti$ important

to make sure that .t.he patent guarante", clause

specifically cov.ersall.for.eseeaple probl ems, The

patent guarantee.clauseshouldalso.be .:f"ir : and .

reasona.ble to both the buyer"ndseller to.,avoid any

futuretiispute. FrQmtb", standpoint of.the seller,it

is irnportan.t to <speci,fyth",typesof the patents for

which no infringement is guaranteed.,: (f9r,;il1starlce"is

the guarantee restricted to a product patent only or to

product and process patents?; or does it coverall of

product ,process and.usep"tents? ) •. ,And also it is

, "'" ,p.,.:i:.:m..,.~p:.ortanttospecify tbe to the
guarantee extend, tbeli,mit of the

the durationof:theguarantee. On t.he otherha'1d, there

are some cases tbat even if the patent guarantee claus",

specifies otherwise,. he might be matie a party t Q a

patent infringement dispute depending upon the attitude
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of the patenteel he might be obliged to bear damage by'

himselfl or his credit or reputation might be badly

damaged. So, from the standpoint of i:hebuyer, it is

important to take into accounts such possibility.

Therefore, the problems of infringement of third

party'sil'ldustrialproperty,rights,shouldbetter be

takel'l"'sproblems common xtoboth the buyer and ,the

seller. Firstly,:itis important that the buyer,and

the seller cooperate with ,each other to .make su'rethat

the, goods in ,the: sales ,transaction would 'not "infringe

',:"'I'IY tYPes ,of ,patents (i.,e., product, 'process and use

p",l;ents) ,owned by third ,parties. Then ,in'the

preparatiol'lof patent guarantee clauses; it is

advisable to specifica1.lydefine ,taking into accounts

any possible infringement problems, the

responsibilities and obligations of each of the buyer

andrt.he seller including .t.he riSks ,to be shared by

them. on this case , it is:necessary "to consider and

depend upon .t.he .k i.nda and nature of the ,goo:is:inthe

sales transaction, the current, status o!; ,the:busines,s

fields il'l wbich,the 'goods are dealt or used ,and the

situations or positions "of,tbe,buyerandthe ,seller.

In t.he. sales' transactions ,botbthe"seller and :, the

buyer make profits , i.e. the seller, is, .abLe to .make a

profit by the 'sales of the,gooos ,andthe 'buyer is .ab l e

tomake.a profit by the useo!; the goods or ' the sales

or exportation of the products manufactured by,using

the 'goods. Therefore, there is nogciod,reasorl why only

the seller must ,bear the. obligations and risks. Sucba

one-sided patent guarantee clause is against the rule

of equity. On the other hand, ,a non-specific abstract

is expected tocrea,te; disputes

or troubles, .and we think a

clause Should better be left out.
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Appenq.ix'l

SAMPLES, OF ,PATENT' ,GUARANTEE CLAUSES

Samole 1

1;' The seller shall guarantee that 'the goods

delivered from 'the' seller do' n'otinf'r,inge'ariyind\.lstri'a'l

property "rights' of any, 'third 'party. In 'the event any' claim

for infringernent'israise'd "by a 'third party' or any <other

dispute ariseswi,th respect .co the 'goods de1ivered'Trotnthe

seller, "the ,seller sha,II,be'responsible"t05E!ttle'slich claim

or dispute and "shallpr'otectaridsave, harm1es'sthebuyer,

2. If any damage is incurred to ,the bliyer'dlie'tasuch

claimor'disputeci the:seller shall'c:olllpensate the ',biyer 'for

the damage.

Sample 2

1; The 'selle:r>:shallguarante'e'with 'respect te'the',

manufacture of thedeTiveredpa'rts 'that the parts or the

p r oc e s ai.fo.r .t.he.rmanufac ture,thereafdoe'snot ' infringe any

industrial property"r ightS 'of 'any third party.

2; If the 'delivered parts or the'precess for -. the

manufacture' thereof has 'iofr ingedor is 'likely,to dnfringe

any .indu s t.r i a-l property rights'ofany',thirdparty, the seller

shallprol!l?tly inform 'the buyer.

"3. Should any d Ls pu tie ca r ise between the 'buyer and, a

third party "regarding infringement of industrial property

rights, with respect ,to the delivered parts or the 'Process

for the manufacture thereof , the seller shall 'positively

cooperate with the, buyer for the settlement of the dispute,

and the seller shall compensate any damage 'incurred to the

buyer including the oos t s spent by the buyer for the settle­

the

compensation shall not exceed the sales of the parts.

4. Should any dispute a!risebetween the Seller arid a

third party regarding infringement of industrial property

rights, with respect to the delivered parts, the seller shall

act to settle the dispute at his own expense and responsibil-
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ity, and the buyer shall cooperate with the seller if so
requested by the seller.
Sample 3

1. The seller shall take every <precaution to make
sure that the delivered parts arid the process for the
manufacture thereof ,< do <not infringe any in.dustrialproperty
rightsof,any,<third party.

2. ' <When the seller manufactures thepartsiri
accordance with the buyer's design or specification) :fhe
seller shall take every precaution to make sure that the
process for the manufacture of the parts does not infringe
any industrial property rights by any third <party

3. Notwithstandirlg precedirig paragraphs 1 and::!, <
should a<dispute arise :betweentheseller :and 'anthird:party
regarding infringement ofariyindustrial :pr'opertY right:s.
etc., the seller shall imniediatelyinf6irnthe:lluyer,iriwiit­
ing, and at the same time, shall pr6mpt.1yact to settle ih"
dispute at his own expense and responsibility: Ifthe<lluyei
suffers:any'damageasa 'C:6riseq:ueriC:e'6fslJchadisput.e, the
sellershaltassurrie allresporisibHity fors';chdamage,
except fdrthecase where the buyer has specifically
instructed the 'seHer as<t6thF'proc:ess for the manufacture
in accordance with the buyer's: design or specification,
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Appendix~

THE CIVIL CODE OF JAPAN

(Warranty againstd,efects)

Ar,ti,cle570. If .any latent 'defects ,exist in the

object of a sale, the provisions of Article, ,56,6 shall apply

mutatis mut.andLs , e1CCePt in,tllecas,eofa'cqmpulsory ,sale by

official auction •

cf

(Sale ofqbject"ubject to uSufruct)

Article 566.:Where,)tlleobject ofasale, is subject to

a superficies" emphy,teUsis;seryi;tude, 'rightqf retention or

pledge and ,tlle bu'ye,rwasu,nawar,ethereof, he may rescind the

contract only ,if the, object ,of "the contract cannot; .be

attained there9Y ;Il1' other ('ases "thebuy",rmay, demand qnly"

compen aat.Loni.fo'r damages.

2.:rhe,prqvisiqns o.ftlleprecedingparagraph"llall

apply mutatis,rnutandisin cases whereaservi tude" which has

been represent",das ,existil1g in favor, of ,th", immovable which

is the, ,obj,ectqf, t,he, sale,do""s not exist, or "where a

registered Le ase vexLsts on such .ImmovabLe,

3. In the cases mentioned in the preceding two

paragraphs the rescission of the contract of the demand of

compensation for damages shall be made within one year from

the time when the buyer became aware of the fact.
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Chinl'se, Ec:oll()lI\icPol~cies and Busine,ss, Cqnt.;act Law

J:apan!'se,Grqup, Committee No.2

SubcommiteeNo.3

Ak,ira:,Taguchi"Chiyoda Chl'miCal Engineering &
Construction CO.,L,td. , "

Shun Uyeda, RicohCompany,Lt,L
Juro Ichimura, Shin-Etsu Chemical Co., Ltd.
speaker s Katsuhiko Shimi;u, Ebara. CqrpoFatiqn

Abstr.act

As',C.hina:' s economy .expands ,- econom Lc r,elat.folls
wi tp ,thE! wes~errbloc are gro",ingmuqh ,cloller. ".
This has led ·to various problems. Some qf these'
are d,uetq, China's Clwnspec:iaicircumstances ,and"
",hen we cqnsiderJapan's E!xBeriences ,we fi,nd sqll\e
of the'seproblernsthere as welL Nevertheless I it"
seeras thatth,e manne,rin, which these problems'>arose
and the me,tho,ds "forsolvin~ them. ~ep,end on what
can be called features peculiar to China. .

In, the course ofmakingthese.r!,pqFts, ",e
have first of all attempted an investiga:tion of
prqblems,inthe relationship between western
countrie,s and cb i na, It shoul~ bE! nqted, ho",ever,
that· China utoday has indicated thatlXis working
for reform by studying the strong points' of our
countrie" and , ",here praqtic:at>le,adapting.,our
thinking to its traditional methods.

We would likE!t()consi(jer b!'l()\<Ivario\1s
aspects of Chinese economic policies and Business
Cqntract Law ,including the, problems that have
been experienced, what reforms are contemplated, •.
and the significance of business contracts in Chin,,;

Part I: China's Experience

Akira Taguchi

We still remember quite vividly the suspension andpost"-
"ti;;;';;;';':,i

1979 and 1980, which had a considera:ble influenc::eonJapan,

the ri. s , and western EUr()pe • Apparently it happehedqiiite

abruptly. Nevertheless, it was a hatural result ()f various

problems invol.ved in the policies to import foreign technology

which China:ha:d adopted so far. But, takIng advantage ()f"th.is

1
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opportunity, Chin'ahas organized a' 'qaal i tativechangE!' in its

policies of importing foreign technology, and, as a result,

the country's economic readjustment'appears'to hal1eprOceeded

relatively smoothly for the past three or four years.:'

In this chapter, we wish to reveal the nature of current

pol icy changes in China,outliningh"", Chinaimpoited foreign:'

technology up to 1979, and the problemsiJ'lcur'reC\.

1. Imports ofFOr~igll T;'chlloiogy, 1950-1917

During this time, China engaged in large-scale' impo'~ta­

tion of..foreign technology. we can' divide the period in ty"':

The decade f'rom 1950 was the first "high tide," w,ith the

construotion ,of many plants i';ported from the Soviet Union.

The secOnd high tide occurred between 1973 and 1977, with the:,' ;.. ' -:.: _"'<'_ :, ':..-.: .,'. ,', -',: '.' C',''; '<,:: .' ,.... '-. ',- ." -,>:. ,,',_ .... -."...- :,', '_ ',' .. "'.'_' .'

import of many plants from Japan," the U.S. and Western Europe.

The first tide, ended in political confrontation between

China and the Soviet Union, and the original plans were not

realized. Nevertheless, China seems to regard' this period now

as having played a positive role in establishing a, fundamental

basis for her industrialization, :,md having had moderate

effect on her technology and economy.

By contrast, the second tide led to problems in absorbing

the imported technology, due to the postponement of basic

construction and inadequate operat'ion of plants. One Chinese

analysis holds, that only one third of the projects 'proved

successful.

2. Technology Impe>Fts in 1978

We can call 1978 the third high tide; in this year alone,

contracts wort,h$6.4 billion,were signed for the import of

were ,1aloElr suspended or postponed. It, has said, that this

was causEld by a lac~ of overall balancEland IOng7term planning.

From a reckless conf i derice ,in the country' s f inanc.ialHrengtl)

and energy rElsources came haphazard plant purchases} leading

tp" SUCh problems as the duplica tion of pl,\nts in var Lous

regions.
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In July 1980, in.thl' midst of theseproblerns,one Chinese
official descr ibed the.Baoshan SteelworksProject--thl'
largest of the project!; thl'n under 'way......as "a burden."! In
April196l, new regulations from·such organsasithe State
Planning Commission called a halt to haphazard and duplicated
constr.uct ion.

3. Policy Changes

Following the ruptures. of 1976, all·thoseChinese
officials who. had arranged the.wholesaleimportationiofforeign
technology,were··urged.to,undertake an all...embtacing ···reflect'ion.

,Between,1950 and 1979 China paid>$14 billion,.to import,
technology fr.om abroad; Of this .amount ,i;ndustrialplants

repr.esented ,93 percent ,.and technologynotinvolvirig"hardwar'e;
le.ssthan 10 percent •

The following problems 'have.been.'arialyzed as the. result
of this preference for hardware:
(a) Insufficient investment . in domestic research because' most

of "the funds were spent.on undesirable.plant imports.'
(b) .Abad ,influence on the creative .abili ties 'of .Chinese

scientists, because ,they were forced to'concentrateon
absorbing the new technology.

(cl Increased dependence on Western technology 'because China
was importing hardware but lacked the· means to manufacture
it herself.
Accordingly, .China has came tor.ealizethatthepurchase

of hardware has notcontr ibutedto the development 'of the

country's own technology, and has prevented her from
establishing her own independent and comprehensive science and
technology system.

At the end of 1961, at the fourth session of the Fifth

announced a change of direction in the introduction of foreign
technology, when he said: "In the future we shall refrain
from depending completely on imported plants, and will import
only simple apparatus and major equipment· that we cannot

manufacture ourselves."
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The main poiritsofhis new"policy"'were to:

(a) Import technology; manufacture hardware.

(b) :,Rely on:importsforimportant equipment only,:

(c) Concentrate:on the renovation of'existing facilities;

etc,

These plans aim at a change in the method of technology

introduction in China, with the ideal of nurturing the

country's technological potential. While not:abusing thfs

ideal, China has also introduced an interim measure to import

important,:equipment:and 'a practic::al,measure to:emphasize

'renovating "existing,dactor ies ,.and i"doingallthfs at 'a

.moder ate opace , SO.while it is. ,backing . down .from its· fOrmer '

plans·,<jt can "now 'be said!to"betryirigtostrikea,:balance.

'No"n~w,technology,whetherpatentedor know~howtechnolOgy,

canbe:~asily.absorbedorassimilatedwithout a wed I-developed

technical base. We suppose, therefore, thata,hasty change of

dir:E~ctionwould be:qard",to,accomplish, 'But theChinese'leaders

appear to be well-informed on this "point.

In, .additLon ,<China .has·r.eversedits 'previous policy'of

always ,buying ,the'Morld'smost advanced technology•. This' was

a major,cause,of,her 'tindigestion~ over foreign techriolOgy.

Recently :s.he .has "startedthinki'ng ',that "it ds'not ,necessary to

have the newest in the world,.provided:that it .isthenewest

in China. ,It.seemsthat the philosophy of "appropriate

technology," .which. other semi-developed 'cotintries have already

put into effect, is also being recognized in cn ma ;
The new, pol icy of Lmpo r.t I ng :,technology has be'en 'reflected

in actual business transactions; For example, during 1982

there were abouL.3D ,cases of technology importation fr,omJapan,

none oftheminvolv inghardwar e.



Part II: Attempts at Reform

Shun Uyeda

As outlined above, China has learned a lot:f;omits

exper iences of importing f9reign> tec:hno19gy. aIlP>is. !).oj'<

changi!).g it;s.ec:o!,pmic polici!i!Il.Froml979.thep():!.icybas been

to open. the country. to. the out$id.e:wo.rld and to.s.tim\lhte the

domestic economy. Its way of reforming the economic: structure

has been.t(),c'Hry put; 1'.",rious exper i,l1lentalec()nomicreforms.

In thi$r:eport I,!,ill try t;0explain petail", of china • s

reform. of: .', .it$ economd c llt;uc:t\lre, including theellpan$i()n of

local ..autonomy , .the.Ilromot1()!'91' the: Spec:i;!.l iz;!..t:i()n:;l!ld

Joining of <;orporations."ilnp t;he transfer.ofpower to conduct

foreign trade.

1. Tbe ElIIlansion of. A\ltollomy f()rLocalRegi()ns ;!.ndIndustry.

Increasinglocill auton9my has Ilurtu;ed the spirit of

enter.priseof local reg Lons , gOllerlll1lentaldepart;ments,'

companies and the general public. Such experimental r.eforms,

a1 medat.taPIling,thepower pf the reg ions;!.ndthe .talent.of

the:, Il!i!0Ple,a;e intended toboostthen;!.tionaLeconomy. For

instance, the experimental, ,expansionofloc;!.lautonomy.has

taken the following form. in Sichuanprpvince:

Originally the .centr;!.l ,gollernmentadmi.nistered ;!.ll: publ ic

finances; but Ln ,.theprollince Of~ic:huan, some of, thefin.ances

are no'!' administered by tbe cent;al ;gollernment;!.nd>tberest by

the l()calgovernment.

Of the various kinds.ofinc()me,.~ichuanband1e$agr1­

cultural taxes, salt taxes, 100al taxes, profit$onJooally

administered industries, and a portion of business taxes. The

central government collects frol1l s rchuan industrial.:taxes,

customs duties, the profits of national industries,anpthe

remainder of the business taxes.

the cash flow for basic construction and industry ,and fund.s

for tech!,ol()gical il1lproveme.nt.
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Such expansion of local autonomy was applied experi­

mentally t06, 600 industries in June 1980 .In general, "the

following>prOposals were irilplerilemted:

'(a) Companies themselves have the rigllt to determine tlleir

ownproducHon plans,based' on local concH tions<and

"prof its.

(b)" \/\.company fund was created by keeping a portion" of

company profits in reserve. This fund' is based on three

types,ofproflti first, there are planning prodtsand

exccssplahnihg prOfits i si!c6nd,t:herelore gross profit,,;

and thi rd i there> are the independent:profi.i::ssys tern, the,

profit and loss self-responsibility sytem, an~thei.nc6m~

tax assessment system.

(c) A system for allowing, companies to use t:hefliced ,,"ssets

of the government was created, with the state's basic

constructiori filnd administered by banks. After

converting'tQf Lxed- assets ,interest >w11l bepaidfOrth'e'

benefit of ihdilstry.

(d) Companies 'guarantee the settlemehtof ,the order debt

'mentioned in' the contract ; They have the powertomarke't

th~i,r;own products at 'theft .ownrexperrse

(e) A special salary scale 'was created, changing the system

under which employees are paid whether they work hard or

not. Under the new system, payment is made according<t6

the company "s productivitycir the abilltyoftheworkers.

(f) The company leadership system was reformed, with a new

system of apportioning r e spons fb IdLt.y according to group

leadership.

2. Promotion ·of the speciallzation and Joining "of

Corp6rations

organized>in self-contained sectors ilndergovernment depart­

ments. The result was that inefficient; ·versatilefa6t6des

developed with little communication between departments or

companies. China, therefore, saw a need to reform the

administrative structure of its industry.

6



In order to modernize industrYitheneworgani'zations
"Specialize-d Corporation" and "JointCorporation" have ,been
introduced to the economic ,framework.

These corporations organize economic ,actIvities within
or between the corporation, going beyond the limitsofa
particular region or industry. They put into effect inde­
pendent economic budgets .and take responsibility for <prof! ts ­
and losses. They maintain their own necessary funds, and bear
legal arid financial responsibility for their<own managerial
activi t-ies ,in accordance with the abOve-mentioned 'reforms to
expand localautoriomy.ln-thisconnection; large and ,small
corporations,or corporations and independent enterpds'es, are
all carrying out jointeconomic-act.ivit.ies<underi:contract;

3. Transfer_cof Power to Trade Abroad

'Theabove"ment ioned expans ion o'f local ,autonomy-is
1 imi ted inotonly to domestic econom icactivities. The power'
to engage in foreign trade--once the "monopolyof the -state
trading.corporation";"isnow enjoyed at theprovinc ial, 'city
and autonomous regional level.

Special measlires' have been taken for Canton and Fukien
provinces, and<a large amount of independent power has been
given t.oShanghai, Tianj in and other portci ties. The
authorities are' taking steps to 'give greater power to
introduce new 'technology, to deal in foreign currency, to
restructure old industries, and to open up foreign markets.

4. Relationship between Economic Structure Reforms and the
Government's Administrative structure

From its past experiences,Chinahas learned that putting

is, therefore,takinganumber of measures t6 its economic
administrat i ve s eruct.ure andmechani sm;

For "instance, provincial"level' agencies and bureaux of
Jiangsu province do not administer' the companies directly.
Instead, the cities administer those industries within their
boundaries.

7
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Chiria bel ieves,thatsl.lchreforms,will 'vi tali ze: arid

simplify ,the mechanismi'zeduce,the role of ,goverrilnent;'arid

boost efficiency. They will also serve,:to' decentralize'powep

and ,ra'tionalize theLor,ganicLstructureof, companiesand<their

producti ITHy;

5 • Future Economic StructurahReforms

China's:reforms -are ,aimed at imitating similarreforms.'/

in the Soviet Union and Easter'n Europe; They, are, 'noteworthy'

in thatLthey move from :central i z ed vpowe r to'decentraliiation,

and from :directlyadmini,stered,'management,to'indirect :economic'

managemenb:But :Ch i na itselLworriesthat implementing

policies which expand local autonomy and open China to the

outside world will lead to'agrowth':'in :egotismandfr,ee

thinking.

TO:correct such tendencies iPr·ime Minister Zhao:announced

the ·.followi ng measures ,:at·anationa!' indust rialcommunica,tions

confe.r enceron March 4.1 1982:

(a) Concerning'foreign trade ,the relev,antauthorit,ies .mus.t;

organize themselves into a unified group:to face:·the

'.ol.ltsideworld, (In March 1982,the Ministry' of Fore'ign

Trade·and Economic Relations was· formed .from·an,amalgama­

tionof the Ministry of Foreign.Trade, the:Mini.stry of

Foreign Economic Relationsi the ImPort and Expor.t Control

Commission,and·theForeignInvestmerit Control'

Commission, )

(b) Under current government policies, all products must be

sold strictly according to the relevant plan, It is

forbidden for companies to retain some of these products

for their own I.Ise, to I.Ise them in cooperative operations,

or to sell ,them asa resl.lltof price>.,.fixing.

away with. Companies will be able to sell their products

throughout the country, exc;ept, for those goods to ,be sold

under the plan. Moreover ,companies will also, have 'the

power to bl.ly independentlYiwithol.lt .interferencefrom

local government or Party organs.
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(d) Ti!e",ystemstp!' administedng;cotnll\odities and taxation

should be unified and centraliz!'d. Without permission

from the central government, local authorities cannot of

their own accordalte!' taxation rates, nor can they

freely raise o!' lowe!' taxes.

Lppking ;again;a.ttheabove measures,. China hopes to'

eXPang ;Ipcal;. aIlI:OnPlJIy·,.open. Hs economy; to .the.outsidewodd

and, tp -some !,xtent, w!'aken. the; planned economy•• But to

achieve aulliJi!'g and plann!'d··economy, there.·must be;;abalance

he.l:wElen);)ig;p:l.<insr<ind small freedoms,; between major concener.a­

t Lons otpow!'r and .. minordecentralizatipns, ;;and between

tQ9u9.l!l:sof .• nal:ipnal unity· and the ;spirit of individual enter~'

prises in local regions.

·.In.i ts effprts toward a.. success fill economy , •China will

continu!,toimplelJl!'nt.many policies'and reforms. Some. of them

mig!)t not succeed ; Nevertheless,. it is';important that Western

cpuntriesadopt a inew .atance. towardsrChina 'inanticipation .of:

these reforms.

Bibliography (alL in Japanese)

1. . "China, . Its;Land and ;Markets"; January 20; 1983iKagaku

S.himbun"sha ,Publ ications Department;

2. Collected Important·Articles.Relatingrto theChiriese

Economy, 1982; Aprild983i Japan"China;Association on

Economy and Trade

3. Collected Important Articles Relating to the Chinese

Economy, 1981 ;<March 1982 , Japan-Ch ina Associat ion on

Economy.andTrade

4. Collected Important Articles Relating to the Chinese

Economy, '1981; March 19.82, Japan-China Association .en

Economy and Trade

309



310

10

Part III: 'The Significance of Business Contracts
KatsuhikO Shimizu

1. The Constitution and Business Contract Law

The third Chinese 'constitutiori was 'adopted and'promulgated
on March 5,,1978 iatthe.first session••~fthe Fifth Nat:ioriar
People's Congress. This ordained for the first time that the
Congress has theauthority~tosupervhethe ruling of the
constitution and thelaws~(Clause22:3). In addition, state
employees were to "compl y ,with 'the 'constitution and laws Ln :

exemplarydashiori" (Clause 16); These were positive stepstb
strengthen the Socialist order under law~

Again, .on December' 4; 1982,. at the fifth session of the
Fifth National People' sCongress, "a newconstitlltion was
adopted. This made clear the power of the legislative 'body
(Part 3), .and clearly proclaimed, thepr incip1e of the rule of'
law based on the constitution and the statutes (Part 1).

Concerning the economy, this new constitution recognized
investment in China by foreign enterprises and, by·pro.tecHng
their profits (Clause,,18)i demonstrated a determination to
open the economy to the outside world; It also 'made clea.r
(Clause 15) that economic modernization will proceed according
to the principles of a planned economy.

For a socialist country to achieve a planned economy,

theremust'beagreementoriproduction plans between government
departments and industrial companies, and between ,different
industrial companies. In China the business contract is now
gi ven a role as 'a measur e . f or. managing .ap1anned economy.

When companies are unable to perform these business
contracts, the state plan will be liable to fail, so of
necessity, the business contracts will be subject to

Central or regional government departments which are
administering such business contracts must continually
supervize the performance of the companies in regard to the
contract.

A Business Contract Law, promulgated ,on July 1, 1982,

ordained that departments administering the contracts must
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stric,tly,supervi,ze t.he companies, 'by:consideringthest.ate of

performance of the contract as one economicindicat.or
(Clause 51).

2. Administration oLBusinesS Contracts

'Asdndicatl!dr buad.ne's s conexaces play an import'antrole

in a planned economy,.:Morl!over,: as statl!d' in Part II,t.he

importance :of,t.he:contracts in' furthering economic struct.ura'l::

reform has incr:eased,.

In China there is still no specialized o'rgarlizatfon 'fo'r"

administering' all 'business contracts asv.a :whOle.Instead', a

system of separate jurisdiction has been' exercised" ':Thl!:l<ft'es:t

legislation,ofe:the: BLisinl!sS Coht.ractLaw made hO:'change:'in the

sys tem ; each:,depa:rtmentOf busmess:adrnin i str a t:ibh:cbhtrOls

the contracts falling underi ts 'jurisdict.ion (ClauseSIF,as

follows::

(a)' Administration ,of contracts between the busi'ness, secc Ion

wi,thin eachdepartment'relatingto industry'ia9ricul'ture,

commodit Ies,'. t r.an spor t.a tion, commer ce ,'etc. 'i; shall :be

handled ihdependentlyby t.herespective:depattmehts/

(b) Admin istration,ofthecOntiactsbetweeh d iffererfFdepar t­

merrts concerning, :industry :(e.g'.',l ight. industry ahdheavy

'industry), between department.sconcerning industry and

commodities, construction departments, agriculture

departments"industry/agriCulture/cornrnoditi'es and trans­

'port departments oforgans/grbups/units/operations un I ts

and, Lndust ry , or: between transport departments, shall be

handledbyaneconomiccommitteeoranapprbpriateorgan,

attherespecti,ve level.

(c) Administration of the contracts between different depart­

ments:concerningcbmmerce:(such as foodstuffs and

agricul t ur e.tdepartment's ,o'r'organs:~ groups,> un i t s ,

operation units and Commerce shallbif handled by r espec­

tive ranks of industrial or commercial administration

bureaux.

(d) Design contracts and construction contracts, which

operate under different systems, shall be handled by

an
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respectiv",ranl<.s ofa basic ,construction committee or an

appropriate organ.

Moreover, the administration departments are not

compelled to approve the conclusion of contracts they will

themselves administer. In.addition,they·cannot controlct:hese

contracts in total under statutes or adjustment mechanisms.

On June.6,,1983,at, the.Sixth National Peop1e's'Congress,

the gov.ernmentannounc",d.that the 'planned economy had struck

some troublere!;ulting fromth", tr,ansfer. of administrative

powers to regional governments and industryunderthe>plan to

expand local a1Jtonomy •.

,l1'urth",r', on J1Jly26·, 1983,·th", New.China N",w!;Ag",ncy

,(Xillll'uaJreport",dasf01101'1s:

rAccording,to·th", fiscaL 1983 P",opl"",s Economic 'Social

Q"'1/e10pm",ntPlan, 'adopt",d.at.the'Nat ionaLj'eople's

CongreS!;5 dn ,Jun", 1983, inv",stm",ntfundsfor basic

construction in fiscal 1983 have fall"'n 8.7 p",rc",nt from

.th", PI.' ",vi.ous , fiscal year. Howe.v",r ,asthec",ntral,govern~

llI",nt'·s .policywas, notspr",adthroughout 5the .country', local

gov",r.nm",nts .andindus,tri ",sus",d'bank ,loans, ",tc.,to

haphazardly 'expand, the basLc construction 'pl'an, and 'in

January-J1Jne 1983 achiev"'d a, 17-p",rc",nt ris'" from the

same period .of the previo1Jsyear; ,Pr.ic",s·'of· cemerrt ,

!;te",l.,,,,tc., jumped, and. mateJ:i!,l and>eneJ:gy shortages

became acute.

rAsar",sult',cthecentr.algov",rnm",nt,abandon",d its,

original objective, after just two months, and, in order

to restrain investment, took me.asur es.. ,tostop projects

which. consumed large amoun.ts of. "'lectricpower and raw

rnaterials, even wh",re such projects had been author ized

under t.h""na.tion.al.plan.·

Business a-re success.............,'.... ,.,.'., , , ",.. ' , '.. ,.., .. I;,·,··"
of a plann",d",conomy; at

the degr",,,, of SUCC"'S!; o.f

guarantee th",r",for"" that

again.
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3. Alt"rin,gorCanqdlin,g Busineslil COntracts

El\'alDin,in,gtlleBusinelils Contract LaW,.we Und that those
contracts which infringe on state planning or policies care
rendered void (Clause 7). Also, the following points are
decreed for altering or cancelling Qusiness contrac:ts
(Clause 27):

Part 3: Altering or Cancelling BusinessContr:acts·
. . . . . ,

Clause 27: Generally speaking, when one oft.lle following
conditions arises, the alteratiOn or cancellation of the
business contract will be permitted:
(a) The two parties concerned reach agreement at a

meeting. Moreover, there will be no loss of profit
to the state, and no effect on the execution of state
plans.

(b) A state plan under which a business contract is
concluded is altered or cancelled.

(c) It is recognized that one party cannot perform the
contract due to a business shutdown, halt in opera­
tions or a turn-around in production.

(d) One party becomes unable to perform the contract due
to an act of God or an unavoidable external factor
not resulting from his own negligence.

(e) It becomes unncessary to perform the contract, due
to the negligence of one party.
When one party demands the alteration or cancella­

tion of the contract, he must immediately notify the
other party. When damage is incurred to one party as a
result of altering Or cancelling a contract, the party
responsible must pay compensation, except in cases where

law.
When one party amalgamates or becomes independent,

the party who altered the contract has the obligation of
performing the contract and has the appropriate right.

313
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When we considervthe aboveadmirlistrativesi trianon "'and

the statues, it is advisable to judge carefully such legal

questions .as ",hen the, cOntract'becomes'effectilie <and how long

i't remains 'so.
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Conclusions

In these reports we have given a general outline of
recent Chinese il'ldustrial and economic reforms.

China now continues to persevere with reforms by trial
and error, <lnd it is emerging from .its historical backward­
ness. Its policy seems to be to adopt,: 'where practicable, the
good points of capitalism, while steadfastly maintaining its
socialist principles.

However, in China, a socialist country, law might be
called a codificationofc'na:tiqnalPolicies,ieven the consti tu­
tion cannot avoid this restriction. It has been revised
several times to help solve national issues which occur at a
certain stage in the building of a socialist country.

Therefore, although China nowadays is promoting the
establishment of laws and a socialist order based on law, we
must understand that the Chinese legal system is whOlly based
on the Chinese way of thinking.

When entering negotiations with China we should, paying
attention to this point, t'akeneC'';ssarYlDeasures to promote
future harmonious economicrelafions.

From the business point of view, we should keep in mind
the following measures:
(a) The time when contracts come into effect or expire should

be positively stipulated.
(b) Alteration or expiration of contracts should not occur

under the Business Contract Law, but should occur in
accordance with the conditions previously agreed to under

contract.
(c) For important contracts, it is desirable to obtain a

guarantee from the associated administrative departments
of the central
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CONSUMER PRODUCT LICENSE
By Cruzan Alexander

~ participation as panelist in this program is as a manJ~actJ~er""
licensee in the consumer product ,fi eld .Un1ike processor machi nerY licenses
in basic industries, many of. thl!potential new products comefromindependent
inventors or small corporationswi;h }imitedfinances, thus presenting many
speci a1 problems not normally associated. wi thlll9reconvention~ 1 ) icensi ng.

In thi s type of situation, the)icensorcloes npthave~nlimited
legal ass tstence at ,his. dispo~al anddl!si~es aquickreturn;o~overhi s
paid out expenses in developing his new product. Dn the other hand, the
licensee is often a large well established corporation.whow~nts.reasonabJe
assurance that the new product wi 11 be a success before he invests .: The
licensee corporation is wi 11 ing to share~rl!aso~able.amountof.i.ts,prpfjt .
from the new product but at the same time the licensee corporation must
retain enoughP.rofi~to be consistent with. its .overa110bjectj vesof profit
margins and return on i nvestment. Inotller.words,the~orporation-l icensee
cannot justify .ent,l!ri.nga newm.arketif thefinanciaI .re~.urn.Jaf;en payment
of royalty) wi 11 be less th.anhis .other products or whatitc:p~ld make by
other available ·investments.· . ..

These facto~s tan bestb~illustratedby the foll~in!l hYpot~e1;;cal
license.~i~uati,on i nvp.lving.anin4ivi dua1.. inventor '..of ·.a,.co~sumerpr.pduct
who desires.to.sell· his ;nventionto .alargecprporat.ion.

Al ar-gewe1l establishedcorp;~;tionis s~l it.iii~g patJntab1e
ideas on consumer prpd~cts from the outsfde •. AnJndi.vidual.inventor approaches
the corporation with an idea for a neW ski goggle on which he has applied
for a patent in the U•.S.A. several. months before. Theeo.rporation>isinterested
and asks the inventor to send a copy of the patent specifiCationo~anonconfi­
dential basis. no claims, no filing date and no serial number. After reviewing
the specificatipn.thelargeco~ponation;sinterl!stedin buying the invention
and has di scovered that th!!.ne~*i goggles use apIastfc lens .manufactureo
by it. The large corporation asks the inventor to start negptiations.
However,theinventonquotesa price for the invention far in excess of
what the corl>0r.atjon believes j sfair and reason.abte fOr an un4eveloped
and market unproved prOduct. The inventor asks the corporation for a 900~

faith payment before negotiati.onsstart. The inventor also asks the corporation
to send its attorney to him and he wi 11 negoti ate personally ~ .This inventor
cannot afford to travel nor hire an attorney to negotiate a . he says.

SUMMARY OF IlESPECTIVE POSITIONS OFPARTIESTQNEGOTlATIONS:

Use General Lawyer (personal friend). ..'.. .<.
Large lump sum cash payment (thinks he has world-beater)
Likes the corporatio~(feels thl!yare honest)
Has other inventions he wants to sell
Would like to work for COrPorati.on
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CORPORATION:

Invention needs further developl)lent
Wants market test before fUlly committed

'Feels invention could be a real money maker
,A1so uses other corporate products

,Fits well into current product lines
" Good foreign market potential '

Corporate attorney feels product not broadly patentable

RESULTS OF NEGOTIATIONS:

1. Use' of personal friend as

Big Company agreed to reimburse inventor for le,gol 'fees,
for n'egotiations 'up''to maximum of $10,000

Inventor agreed to use both his personal ,lawyer and a
reputable San Francisco patent lawyer of his choice

2. Further development 'and estimate of market potential --

Parties' agreed to a 'six months eval,uation period during which
Big Company could test goggles and study market potential
and inventor agreed not to offer invention to anyone else
with a right of first refusal for 6 months thereafter

Big Company 'pay inventor $5,000 for this option
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3. After option period Big Company likes ,sales potential and
negotiates agreement -

Exclusive worldwide license and right to license others
Up front payment of $25,000 to licensor' creditable against

royalties - 1/2 of inventor's investment '
5% of net sales price of license4 products covered by ,
'issued patent - based on 1/2 of excess ahov,," minimum profit
margin

Minimum royalty per year of $5, $10, $20,000 to maintain
exclusivity - determined by 1/3 of royalty due on 5 y~ar
forecast '

2-1/2% royalty for 3 years on products not covered by patent
Licensee reimburse inventor cost of, filing and prosecution of

patents worldwide - control of prosecution solely that of
licensor. Maximum obIon/country/year. 1/2 of costs

,"""'''-' H_", 't,

4. Consulting agreement with inventor -

Renewable on year to year basis, by Big Company
Work on improving product
Not work for others on same subjeCt
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·/'C6iianitteeefflo. 2 - Remarks on Royalties

in Patent and Know-how Licenses

Telecommunications Industry

Grant Libramento. Division Manager.l"£!chnology Licensing. AT&T

My remarks will touch first on patents and then on know-how licensing.

viewed from the perspective of a very large. high technology company

in the telecommunications and electronics fields.

The news media has given.X'clts df,atten£iOl'llatel'yit6' tile breakup of the

Bell System. which incllJd~s';Athal'ld';1:s ;slJb~idia;ii'e~. With some help

from the United States government. we are in the process of splitting

into smaller parts by separating the local telephone companies from

the parent company. AT&T. I'm with AT&T. the part of the System that

can't use the Bell name any more.

We Will. however. still have the Bell Laboratories. which two months

ago was awarded its 20.000th,pa.tent. ThatIstaggering number works out

to about a patent a day since the labs'~a~ f6Vrided in 1925. These

patents 'form the bulk of our stock in intellectual property. How do

we license these patents and what royalty rates do we charge?

This brings me to perhaps the most important factor in determining

royalties. namely the reason or motivation for licensing.

At AT&T. for more than 30 years. the 'primary reason for our patent licensing

activity has not been the' income' from royalty. but rather to' acquire rights

under the patents of otllers.

freedom we needed to, develop the best possible comnuntcatdons systems.

but also. to encourage'open technical discussion with other companies'
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scienti sts,withou,t,'the :threat :of patents'becoming an, obstacle' to" '

the free interchange ofddeas.: Royalty: income' has been a ,secondary'"

purposeosour 11censing 'acttvi ti,es;

These purposes are consistent with the Consent Decree 'issued by a

U. S. court in 1956 which has governed our licensing practices ever

since. That jUdgme~~' required;~hat all of our U. S. patents issued

before the judgment be licensed royalty-free to all applicants.

Further, ,the judgment; direct,edus; ,to makeavaHable.;,"()n~exclusiv,e,

1icenses to all of our subsequent patents,;at;reasonable. 'non~discrim,inatory

royalty rates to all applicants. We were, however, permitte4,to obtain

a grantback under a licensees patents, including any future patents for

a five-year period.

So, i t is our practice to: ,enter"i ntocross-l1cens,e,:agreements,; exchangi ng:X

rights to existing and future patents for specific types of products.
.v', ,,<:,'; 0': :,:' '" ,:-J :,:,;'::' i

We have such cross-license agreements with the major telecommunications

companies i~ro~~hout the world, granting licenses for such types of

c, ,i-:,": -;":':, • ','j" :-, c-:
five years, and customarily renew agreements at the end of that period.

We now have more than 500 cross-license agreements in force with

companies that find use for our patented inventions.

,-,

products as central switching systems, transmission systems telephone

station systems, and semiconductive apparatus. We normally exchange

rights under all existing patents and future patents for a period of

How do we handle royalties? The1956'ConsentDecreerequired,us to

be n()n~di scriminatory: in our royalty ,rates. 'The best ,way we know to be

n'()n~diScr,;minatory is tcheve .standard royalty, rates applicable to
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all licensees.' So;'for e,achof"the:more than,lOOlstalldard'llroduct

types we"Hcense:,we,establi shed: a urinatera1 ,,,ojal ty rate, ,The

unilateral rate is the rate we would charge 'toalicensee"if"ights

flowed only to the licensee, and no rights were granted to us in
::,.. (.:, '

percent for certain '"exotic''' materials,. '

return. We set the rates by careful study and comparison of the

value of our patent portfolio to the industry patent position for

that type of product. The rates vary from under two percent for

major telecommunication systems, where there is a very large royalty

base in ral atibn::to the, utility, :of',thepatents.: :toci\:' maximum' of six

But how do we apply these unilateral rates to a cross-license situation

where valuable rights are ;;turned to our company royalty-free? After

all. even if the licensee has~ existing patents of interest to AT&T,

the rJghts, under his:future:'patents; have potenti ak value.

So. in establishing royalty rates in a cross-license agreement. we

begin with unilateral rates. and then in return for the rights granted

us, we reduce those unilateral rates by an amount commensurate to the

analysis of the patent position and the inventive potential of the

licensee. We perform this analysis as if our government were looking

over our shoulder in order to be sure that we adhere to the letter and

spirit of the Consent Decree. For example, say we were to enter into

basic patentsvendwhere-our unilateral' royalty "ate is. two, percent,

If the licensee hasasufficientpatent.pbsHion:and inventive potential

in bubble memories to justifyafifty,percellt reduction in the roya]Jy>rate,
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then we will "pay" for ;J~erightsf1owing,tous!1y"reducil)g the

two percent rate fifty percent. and charging the licensee only one

percent.

Has this APproach,be~n successfult IJnequivoca11y.yes~Thr,ough,these; . '

cross-1 i cense agreements our 1a!10.ratorieshave chad ;des;ignJ\'reedom.

We save by not having to conduct extensive right-to-use searches or

having to cont.~st;t.heva1idity~f p~t~nts.BeC:ause we e~~l1ilnge rights

under fJiure ·pat.~nts. i~:dePt~ t.echn'ii:~ldiscuss i~~s ;b~tween sci entis ts

can t:~~p1'~i:e'~~th~Jt' th~ usua1;con~e~ns. C~rt~r~lf many' cllffipanies

and countrfesbenet'it from the use of our inventions.

Recently" the,,,Conse,nt, peq'eehas ,been' ,lllOdi fj ed;a,nd ,we, are. 110: JOnger, ,';;".',:

under many of the old constratntsc. Consequently., in., ,the:future.,ch~nges

in the way we license patents may take place. but for now our patent

1icensirig practii:es~~atn t.he same.

I would Ji ke to turn n9w, to a subject that is p,erhaps: even more interesting

than patents • proprietarY teChnical info1"lllation.,

The 1956 Consent Decree aiso deals with the Hcensing of our technical

information. but I believe it would be more useful in my remaining

time to touch on international technology transfer' "and to offer some

practical observations o~ the process 1eadi~g to agreement o~ the price

of technology. This is from the point of view of a very large. high

expand into international markets - markets that are normally closed'

to U. S. companies because of national purchasing policy. "It is typical

for such a company to license technology to a manufacturer in another
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country who A's well' estahli shed!in his 10call11arli€is

In establishing a royalty level for licensed technology, the over­

riding goal is to arrive at terms which will be, in the long run.

beneficia,ltoboth parties, 'ii'sharing'ofprofits. a wil1~winsituation:,

Any other" arrangemeriti':i:s :doomed'tofailure'{ .

In arriving at such an arrange!11ent, the fi.rst order of husiness is

to see what kind of pie we.. have to share.• then if we hav~ one, find

the size of the pie. decide how it is to be divided among the parties., -, ~ '\;1,:, .,.

and then arrange for when and how the pie shou)d be eaten. Sounds

simple. but as you know, many ohstac1es lie in the path to a 'successful

1icensing'arrangement. Often; arriingeme-nts 'that wOll1 d' be' henefi ci a1'

toa-]:P piirUes"'fa11 vict'im, to;:suchohstac.]es;

from using this technology. That HI-TEC knows, from an assessment of

To illustrate some of these obstacles. let me use a hypothetical case

with a typical scenario. Let us say that HI-TEC, a major U. S.

:te.]econrnunlcationS fi rm needing to expand (its matketS',is proposing

to license its telephone system·techno1ogy: ,to:LO-TEC;'ainedium sfze;

foreign electronics manufacturer that needs a modern telephone system.
,_', ,', _,.. .. .. " ',,' ._.. .. ". U ',',. ,_ __ .•. ,'_ ...•...•_ "" __ ' _._ ,_ .. •..•_ .. ;':'~'

to expand its product line There is a ..substantia1 profit.. possible
.. ', ." - _,',-' .. i ..

one

analysis of pricing structures and manufacturing costs, and by applying
,'- ....: .... :-

skilled in the art." (See References.) HI-TEC estimates that there

will be a total profit of $100M (present value) over a 'lD-year project.

life from the sale of 1i~ensed telephone systems. We have here the

makings of what we all look for in the intellectual property business.
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How does HI-TEt g~tttli!i-ef"Oh; fiei-~1 ~'I-+ic,s L.j~eri~\;'g Manager

uses the rUle6ithu~b'th~tth~'lic'ensrii- recel~e aboti\: a 30 percent

uo to 50 ~e~cent.clepelldlngon 'cl~cumstances rsha~ebfth~ p~rifi ts

generated bYalice'llkfll§~eiitJre~caustihe greaterp~rt o~th~

financial ri~k rP a~~um~dby {he licensee. HeCOncludesthat'$25-$35M
;:\"C'':Y':;~!:':'''> ::',-:",: ,ii'-:':' L' ":';":' :":',3':" "_,:-;,C'_,,;,',,,':':::-

in fees over the project life would be appropriate compensation to

HI-TEC forfheu~e bt m' t~ch~ology and~~c'i.ime~asfh\si~lIis~ompany s

managernellL

In any l~~~e. hi9hW segmehte'i1 c"bmpany. th~~e a~e a ~umber of aJion~~cius

divi stcns , each with 'Its o;mspeciti'c.lf someti~es conflictlng. il1terest~'.

First. HI-TEC'~heildofRitl;lihoh~s~pentmor~th~~%l dev~10Plri9 th~

telephoriesystem;fsiln~rythiltto...tECwould recel~e the f~ultsO/hlS

work foril'mllre$25M.

to sha~eiK'fhfsl~aaihg 'edge 00 £echn6i69Y. The Lic~nking ~~nager argues

convincingjYth~t f6r sum~s.llcen~ih~fees sh6Ji'a'n6t b~ nil~ted t6

sunk develllPment'c'oUs'. bJf mustiiiste~d~e b~s~d on a fair ~h~~\ng o~

profits. 0 ')~iffh~i-e is~6tncenti've;fllr b6thpartles • 'then 'fh~re' s no

deal~~fhthe~d'gf')R&tl~elJcf~h1:iy agrees .but hisd~eply f~lt)tiews

exert some upward pressure on the royalty to be proposed.

Next. HI-'TEC's sales manager. who expect~ to sel{major sub~ystems

to LO-TEe durl ngthe early stages ofthep"ojecfas~el1~~ a

wonders wh/HI:TEC"wants to il1fllc'f such an onerous fee burden on

LO-TEC." "Wouldn·tittiebetterto)gi~~ th~thetechnologYforkome
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government would stronglyencour~ge LO-TEC to.peyel()p in~country.

He reluctantly agrees that.it., ".,"',' ",-- "., ,.; "',.',.,, ..,. -",'

it true thatyoup~eyio.us)y licensed this same
,:,';\)"'i

"

nominal fee so LO-TEC could be more competitive and we could

rely on the profits from th~ sal.~sof ~a~~~! ~rydcomponen.tsfor

our compensation?"

sources fo~ parts and compone~ts.

Then the lawyer:

would be prudent for HI-TEC to share directly inthe.Pf()fits.

generated by LO-TEC's sales through mechanism. of royalty, but hjs

str~~~ views exert a downward pressure on the royalty to be proposed,

technology to a U.S. company at a. higher royalty rate?" "Yes."

"Then that U. S. icensee might have cause for a~tion against

HI-TEC,s!lould it find itself at. a compet.itiyedis~dvanHge to LO-TEC
.. 'C'i'iq~:

LO-TEC will be aRle to export bef()re theU.S. ljcense~ has ex!lausted.

royalties might be justified by the technology now being nearer the
.: ....... j

Moreover, if necessary, differences in
..'•. _, _.,., .. _.. ',. " _',', _'"._"_",,,_,.._, ,. "'.,_ ',.-' _,','" "0'.

payments under the agreement.

end of its useful life. The lawyer never.quite agrees, but he doesn' '.

disagree either. In any case, his views exert an upw~rd pressure on the

royalty.

Next, HI-TEC' heed of manufacturing wants to know "why we're giving

away our technology, the crown j~\,/elsotthe company, .instead .of

new competitors we don't need?" It is politely pointedout to him

that LO~TEC's country .is a marketclosed to HI-TEC because of

nationalistic procurement policies, and that if he is so worried
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about competition from.LO..TEC, even with HI-TEC's three year product

manufacturing lead, .. very high' volume, production,'newprocessesand

systems onthedrawing.board;then perhaps he shouldn't even be in

the business of making telephone systems. End of discussion:

That is justa typical samplingofHI-TEC's internal deliberations

before proposing 'a license tot.04ECfor royalties amounting to

$35M to be collected ina combination ofup~frontpayments, running

royal ties and Jump,·sum software right.,to"use fees·; 'Inaddi tton,

training and technical assistance.'areofferedona pay-as-yoll..gobasiS. ,.

HI-TEC's proposal to LO-TEC is greeted with mild shock. "Why'are

the rates so high? Isn't the industry standard for this kind of

telephone systems technology only three percent?" "No, it's more

like five percent." ·WhY must we pay three million dollars up front?"

"There is pure teaching value in the technology and considerable

start-up effort in planning and implementing the technology transfer."

"Don't you trust us?" "Of course we do, otherwise we wouldn't be

negotiating with you."

After six months of negotiations, HI-TEC and LO-TEC sign a technology

transfer agreement which provides for about $3OM in royalties. It is

submitted to LO-TEC's government for approval, according to the law

of that country. LO-TEC's government rejects the agreement for

several reasons. Among them, royalties which are said to be abusively
·:·:··,···············c········· ..• .... , .....• "

high and contrary to the national interest. Three months of

negotiating with LO-TEC's government and the agreement is finally

approved, the transfer of technology is implemented, to the great
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benefit;Qf.allcQncerned. 1jQ\<i this is a. happy.ending to QUI'.

hypQthetica lstQry, ·A win-win situation,.·Dri nks a.l1 around.

But It'sjust aslikely:that anyc:me;QftheQbstaclesImentioned

WQuld be fataltQ,the;.prQject,

As managers<QCintellectual·prQperty. prQfessionals whQcCllllbine

the three di;sciplines ..Qf law,business:and·..:science,:the respons tbfIf ty

falls upon us to teach .those vi ctims Qf' parochia lthinldng;wlio,: wtth

all good tntenttons , become obstacles. to.product t ve H.cen.sJngarrange-'

ments. :Wellillhave;ample.opportunity .to.uoso.

.'
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ROYALTY STRATEGY OF BORG",WARNER •CORPORATI ON

By WAY OF BACKGROUND, BORG-WARNER CORPORATION IS A DIVER­

SIFIED MANUFACTUR I NG AND SERVI CE ORGAN I ZATION WITH ANNUAL SALES IN

EX~ESS OF THREEBILLI.ONDOLLARS. IT IS A COMPANY THATHAS.~ OYER

THi:,PAST TEN..VE!lRS ,CHANGED ITS BUSINESS MIX FROMVIRTUALLY 100%

DURABLE. AND INDUSTR I AL PRODU~TSTO ABOUT40%.SERVI~E BUSINE.SSE.S,

,SPEC IF! CALLVF I NAN!' I!lL MD f!ROTECTIYE SERVICES. AND 60%. MANUFAC~

.TURED GOQDS.

INCQNSIDERI NGLI Ci:NSING S.TRATEGY.; THES.E.SE.RYICEBUSJNESSES

MAY BE . IGNORED; . BECAU.SE.WEHAVENOT. BE.EN<INYOLVED ACTIVELY-IN

FRMCHISING .•.ORS.E:TTING UP.LICi:NSEESIN THESE. :·AREAS

THIS .LEAVE S .US'WITHTHEMA IN NON ...SERV I CEBU SI NESSESIN •.WHICH

BORG",WARNERI S CURRENTLY. ENGAGED :CHEMICALS", ... PRI NC I PALLYENGI­

NEERI NG:,P.OLYMER$.ANDcSPEC IAL TY ·CHEMI.CALS;.AIR· CONDITIONING. AND

REFRIGERATION EQUIPMENT: TRANSPORTATION PRODUCTS - ... ·1·. E,.COM­

PONENTS FOR ORIGINAL EQUIPMENT, AUTOMOTIVE AND TRUCK MANUFAC-

TURERS; 'ENERGYEQU I pMENT -." INDUSTRIAL .PUMPSANDNU!'LEARPRODUCTS.

FOR MOST PRODU!'TSOF THE MECHANICAL TYPE;. SUCHAS AIRc!'ON­

DITIONINGAND REFRIGERATION EQUIPMENT, CLUTCHES. DRIVE !'HAINSAND

SIMILAR•PRODUCTS ,.•THE ROYALTY RANGE IS .NORMALLV.W.ITHIN A RANGE OF ..

DEMANDED·tARG.E FRONr."END PAYMENTSANDWHEREFRONT... ENO. PAY"1ENT.SARE

REQUIRED AT ALL, THEY ARE DESIGNED TO COVER THE RATHER HEAVY

EXPENSES OF TRANSFERRING THE TECHNOLOGY TO THE LICENSEE DURING THE
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WHEREMINIMUM ROyAL TI ESAREPROVIDEDFOP. I N THE AGREEMENT' IT

IS DESIRABLE TO SET THESE MINIMUMSATRE'ALISTlC'l.EVELS;SOl'HAT

>THEY WOULD NORMAIlLYBE CONS IDERABl.Y IlEssTHANTHE'EARNED PAYMENTS

WHICH CAN BE EXPECTED FOR THE PARTICULAR'PERIOD liN QUESTION.

TYPICALLY;' THE F1flSTAND>POSSIBLYTHE'SECOND: YEAR'S M1NIMUM

ROYALTIES ARE WAIVED ,TO PROVIDE THE OPPORTUNITY T(l'StT UP THE

LICENSED PRODUCT LINE AND ESTABLISH IT IN THE LOCAL MARKETS. THE

MINIMUM>ROYALTIES'WIiIlIl BEGIN TO TAKE EFFECTlIFTElfTHE <"GRACE"

PER10DAND I NDEXUPWAFmIY' THROUGHOUT THEPERI(lD OF 'THE LiICENSE , iiI T

HAS BEEN OUR EX.PERIENCE THAT WHERE LARGEMINIMUMS"ORHE'AVY:FRONT

LOADING OF ANY LICENSE AGREEMENT HAVE BEEN INVOLVED, THE LICENSEE

GI1NERALI..VHASGREAT·D I FFlCUI..TY IN ABSORB ING miESEEXPENSES'AND, AS

A'flESULL A. DETERIORATlON·.DF THE'RELATIONSHlp. OCCI.JRSAND"'THE

AGREEMENT1S:EVENTUALLYTERMINATED WITH k GOOD: DEAI..'OF: I.JNHApPI NESS

ON THE PART OF BOTH PARTIES.

START-UPPI1RJOD.' NORMAtI..Y>,·tHlS'WOULDINVOtVE SEVERALTR I PS BY KEY

PERSONNEL, SPECIAL DRAWINGS" TRANSLATIONS, ETC.

- 2 -

IN THE CHEMICAL AREA,WE SOMETIMES BASE THE ROyALTY ON THE

WEIGHT OF PRODUCT SOLD RATHER THAN ON THE "NET SALES VALUE" OF THE

PRODUCT. HONDA MOTOR COMPANY HAS (OR USED TO HAVE) A SLOGAN : "WE

KEEP IT SIMPLE"; AND THAT IS GOOD ADVICE FOR ROYALTY ACCOUNTING.

WE HAVE USED CONSIDERABLE INGENUITY IN TRYING TO MAINTAIN THE
.. ,,,.. , ... " ,·f

ACCOUNTING BASIS AS SIMPLE AS POSSIBLE. IN THIS CONNECTION, WE

HAVE ONE LICENSE UNDER CONSIDERATION WHICH INVOLVES A PROCESS FOR
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DEPOSITING A COATING ONTO A SUBSTRATE. AND WE_WERE CONCERNED OVER

THE PROBLEM OF USING SUCH CRITERIA SUCH AS SURFACE AREA PLATED.

ETC. AS AN INDICATION OF PROCESS USE. WE FINALLY DECIDED ON A VERY

SIMPLE STANDARD WHICH WOULD BE BASED ON THE QUANTITY OF COATING

MATERIAL CONSUMMED. WHICH IS EASILY DETERMINED AND DOES PROVIDE A

FAIR INDICATION OF THE EXTENT OF PROCESS USE. _ IT IS ALSO A GOOD

MEASURE OF THE VALUE ADDED IN THIS PARTICULAR INSTANCE.

SINCE "VALUE ADPED"DOESINDEED.)REFLE,CT. I~ A QLJ~NTITATIYE

MANNER. THE BENEFITS RECEIVED BY THE LICENSEE ~ROM_PRAGT!GING
.,.~. . i' ....., . -, ' ..... ' -, -. - . ".- '.. .' .... . H. ,- .. " • "', .,' .'- , •

THE LICENSED PROCESSOR MAKING AND SELLINGTHE. LIC;NSEDmf'ROpUq,

WE HAVE OFTEN PROVIDEp FOR APPROPRIATE DEDUCTIONS OR A LOWER THAN

NORMAL ROYALTY IN RESPECT TO PRODUCTS WHERE THERE IS VERY LITTLE,. '," ','" " .. ", .-., - , -, , ,., ,- ,-",- '. . . ,-,

VALUE ADDED.

OVER THLYEARS. WE HAVE.. HADS.oM.E UNLJSUAL LIC;NSINGARRANGE­

MENTS IN WHICH THE ROYALTY. IS ElTHER BAS;D ()N AN UNORTHQDOX.

ACCOUNTING SYSTEM OR IN WHICH THE ROYALTY IS NOT EVEN PAID IN

MONETARY CONSIDERATION. ONESUCH SITUATION INVOLVED THE LICENSE

OF A MARINE PRODUCT UNDER WHICH, AT I,.EASTINTHE OR!GINAL AGREE­

MENT•. WE WERE TO PROVIDE GQMPLETE UNITS OF THE PRQDUCT TQ .THE

LICENSOR INSTEAD OF CASH ROYALTY PAYMENTS. THIS TURNFD OUrJO.BE

A TOTALLY UNSATISFACTORY METHOD OF ESTABLISHING THE ROYAL TIES AND

AGREEMENT WAS LATER CHANGED TOPROyIDE ~OR CASH PAYMENTS

3.33
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MANY OF ~HE LICENSE AGREEMENTS WHICH WERE ENTERED INTO DURING

THE 1960' S HAD AS ONE OF THE IROBJECTIVES THE ESTABLISHMENT OF A

TRUE PARTNERSHIP WITHl-HE LICENSEE IN HIS HOME TERRITORY. IN SUCH

CASES, WE HAVE SET UP A NEW CORPORATE ENTITY BASED IN THE HOME
-" .. . .

COUNTRY OF THE LICENSEE. THE LICENSEE MAKES AN INITIAL PAYMENT AS

CONSIDERATION FOR THE TRANSFER OF KNOW-HOW AND/OR OTHER TECHNOLOGY

AND THIS PAYMENT IS IMMEDIATELY CONVERTED INTO EQUITY PARTIC­

IPATION IN THE NEWLY FORMED COMPANY. THIS HAS WORKED OUT EXTREMELY

WELL IN MOST INSTANCES, PARTICULARLY WHEN THE JOINT VENTURE HAS

EfUOYED COMMERCI AL SUCCESS WITH THE PRODUCT LINE. I N SUCH CASES,

THE VALUE OF THE EQUITY HAS GROWN ALONG WITH THE INCOME DERIVED

FROM THE ROYAL TIES. IN AT LEAST TWO INSTANCES, THE PARTNER BOUGHT

BACK A SUBSTANTIAL pORTiON OF OUR SHARES AT A LATER DATE.

BUSINESS CONSIDERATIONS ALSO ENTER INTO OTHER TYPES OF LI­

CENSE AGREEMENTS IN WHICH THE CONSIDERATION FOR A ;'ROYALTY-FREE"

LICENSE WILL BE THE RIGHT TO PROVIDE THE LICENSEE'S REQUIREMENTS

OF A PRODUCT FOR A REASONABLE PERIOD OF TIME •. TYPICALLY, THESE

AGREEMENTS ARE STRUCTUR·ED SO THAT AFTER A PERIOD OF TIME, SUCH AS

FIVE YEARS, THE CUSTOMER/LICENSEE CAN MANUFACTURE (OR HAVE MAN­

UFACTURED FOR IT) UP TO ABOUT 50% OF ITS OWN REQUIREMENTS FOR SUCH

PRODUCT.

REALLY NO RIGID STRhEGYEMPLOYEDk~D~~EMAt~~ER IN WHICH THE

AGREEMENT IS FINALLY STRUCTURED IS EXTREMELY FLEXIBLE AND FASH­

IONED BY BUSINESS CONSIDERATIONS WHICH ARE AS DIVERSE AS THE
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VARIETY OF PRODUCTS WHICH ARE AVAILABLE FOR LICENSING. WHILE OUR

JAPANESE FRIENds WbULB, NO DOUBi. LIKE(;TOHAJ~ U~ G;VE THEM SOME

GU !DANCE AS TO;WH~T !'Ii GHf Bt E*~ECjED;IN\TEJ~s8Ft. u. sH{ BASED

LICENSOR FOR THE PRODUCTS BEING LICENSED, THE FACT IS THAT THERE

ARE NO HARD AND FAST RULES GOVERNING THESE TYPES OF ARRANGEM~NTS.

THE ATTACHED TABLE SETS FORTHoTHE BASIC TERMS FOR A;~~OSS­

SECTION OF PRODUCTS CURRENTLY LICENSED. THE LISTED LICENSES WERE

SELECTED AT RANDOM FROM MORE THAN 100 LICENSES CURRENTLY IN EFFECT.

I HOPE THA~ I HAVE BEEN ABLE TO 'SHEri SO~E 1..1GRT O~ OUR c:O~kENT

LICENSING PRACTICES AND WOULD BE PLEASED TO ANSWER ANY QUESTIONS

DURING THE OPEN DISCUSSION PORTION OF THIS PROGRAM.

LB. HUNTER

·10/04/83RR
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KEY TERMS OF REPRESEl'll'ATIVE BORG-WARNER LICENSE J\GREEMENl'S

NmAL EIllINEERIlC
POCXXJCr TERRITORY EARNED FDYPJ..ln MINIMUM !il FEE ($)' GRAN1"*

Autaootive S. America 3% None :,None M=E/~

Autaootive Mexioo 1-3/4% 10,000 ,.None M=E/S;oNE

Air Conditionina Mexia> 2 - 3% TO,OOO 25,000 M=E/8:'NE
>"..

Polymers Australia 2% on PI 1% on '1M None None M=E/S"NE

Air Conditiooina Australia 2-1/2% - 5% None None M=E/s"NE

Pumps Japan 5 - 6% None .None MlS=E

Autaootive Japan 1-1/2% ]P,OOO :'None M"E/S;oNE

Autaootive Japan 1-1/2 - 5% 'None None M/S=E

Polymers Japan 0.60% of Sales.:. None liooo,ooO MlS=!!

Air Condi tibnina Malaysia 2% 45,000 ')0,000 M"E/S=m:

Pumps S. Africa 7-1/2% ,·7,000 None M=t:/~
. . I

Air Conditibnina New Zealand 5% :20,000 None M=t:/8:'NE

*~:
S = selling
M = Manufacturing
E = EXcluSive

= Non-exclusive
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Within the pharmaceutical industry the factors

affecting the determination of a royalty in a patent and

know-how license depends on many varied considerations. The

evaluation6fth~s'~fa:<:f6t~ ahdth~ie~uldng determination of

open discussion part of the program hopefully we will be able

to hear of the experiences of others in the audience here today.

the effect these factors have on ,the' ,f'inal royal ties which may

be agreed upon by'tl1~ii.ce"k6randl.i:;~nsee. Later during the

a very complexthe royalty ih 'any'licens'e atrange'inent can

procedure. Duringth'is ptesehta'ti6k'{ will attempt to

enumerate many of these'fact'6r~ar>dth to give an overview of

First, it should be noted that technology agreements

in the pharmaceutical industry are primarily patent licenses.

Although know-how is included as a part of most transfers by

the licensor, it is the licensor's patent or patents which is

of primary importance to the licensee. For this reason,

agreements which are totally know-how or tradesecret licenses

are not very common in the industry.

The first factor assessed in determining a royalty is

what technology is being licensed. Within the pharmaceutical

industry, patents covering many varied inventions are granted

but each type of invention does not have equal value. The

royalty will depend on the perceived value of the technology to

each party to the agreement.
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These var ied types· of inv.en tions or.' technology can be

lis.ted as follows:·

L ./A new' chemical compound which is useful as a

therapeutic agent and is protected by product per

se claims in a patent •

.2., A new Chemical compound.whichis usefuL:as a

chemicaL, intermediate to prepar.e: the new

therapeutic· aqen t, This a l.sor.Ls prote9ted ·.by

product per se ,claims. Anintermediate.·may 'be

,.. ·.specificfot ,on.edrug -orvuse f.uL to prepare 'a'

ser.iesof drugs •. For . example,. '6~APAds 'a:,basic;

intermediate ·for .t.he ..penicillin :antibiotics.

3. A new chemical process useful to prepare the

therapeutic agent .or .chemical intermedi·ate •

•4.. A .new.pharmaceutical formulation or dosage :form,

This typeo.finv.en tion.also maybespecifict6

one.ther,!peuticagentor.be of a general nat.ure

such as a drug delivery system capable of·.use

with many drugs.
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5., A: new use for an old chemicaL compound is more

unique to the pharmaceutical Lndust ry than other

industries. This type of invention is not

universally protectable>bypatent;however,

patents of this ,type are' common and very useful

in the United States.

AS an .a s ide iI should note that the emerging

biotechnology field is enlarging this list. Patents have' been

granted 'whtch cover 'plasmids,-vectorB't,"'gene:':s ,',:::processes to

per fO'-rm v.ariousg'en.etic':eng ineer:i'ng:tr:a'nsfo:r'ma:tionsas well as

modi,fied' oacteria or 'other 'hosts.useful<as chemical factories.

Time 'does not permit us to go 'into further detail in this area

except to note that patents and know-'howdireCted to basic

technology in this area and are being
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Another basic fa'ctoraffecting the size of 'the royalty

is<the scope of the license<grant. Because of the high COst

and' risk associated ,with development ofne"'< products;

pharmaceutical companies prefer to be the' exclusive seller o'f< a

product, Therefore,an exclusive, license,.bypL'oviding' product

exclusivity, will'hav.ea, higher royalty and.rmay, in fact, be

twu::,or three limes; higher;than',a~_,aonvexcLus i.ve :li'cens'e\

Let as now lookata groupcof factors which applY"more

to the licensing of new' produC:.ts <or potential<products .than.the

othectypes of. technology.

One important' f ac t.o r r-ds the'stageo£.developmentLof<

the product being licensed' If'·the product is'fully'developed

and has approved registrll,tions fromigovernmental'agertcies; this

product is more valuable and demands a higher price than a

'compound ,which may just.have basic toxicity.data.<andlimited

clinical data at the'time the negotiation is proceeding,

..Although this,fll,ctormay.be reflected in the size of the

r.oya.l by <paid; in many.icaaes it is reflected Ln vt.he size<of ·the

initialpayment'orlicensefee paidasa lump sum up_front

paymen t.,.. If <'thecompoundneeds·extensivedevelopritent;thecos.t

andperceiv,edlikelihoodofsaccel>.swillaffect the size·O£.any
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A further.factor in ·determining arr.eesonabLe royalty

is. how the licensor/and .the licensee perceive the marke tvfor:

the par ticular.product. '. This. perception.is.influenced'by, the

Knowledge thateac.h. haS of the particular therapeutic .' area'

which, the pr oduct.. will. enter. Does/the ·new pr oduc.ttpr ov.Lde a'

new'· distinct, advan t.aqe o.verwhatexists in' the market? Will

the pr oducc-.capcurera signi.ficantshare of: the' market? Answers

to these questions by the licensor and licensee have an

import"llteffect' on' the roy.altYtnegotiations, Coupled with

".this,·.isan.asse"slilent,'of. how much,.·oLtheparticular "market

segment this new product may capture. In addition, if the

product will give the licensee an entry in a new therapeutic

f ield ..·in ·.wh ichhe' wants to become established, ::the licensee may

y.iewthe· value' of the..product, differently than if'hehas

sever al, ,prod).lcts. in.thisfi.eld,already,

Another factor .hev i nq.ian effect on the overall size of

any royalty is whether other .patents owned by third parties

exist and must also, be licensed. OccasionallYi·'product"'.within

a/crowded art area wilL.have patentsowned.by different parties

whichi.cover the.final pr oductvand .several intermediates or

processes,: If insllcha.situation·eachoLthree 'licensors

demanded a 10% royalty i •the product would .most •. likelynotbe

burden.
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Now let us turn to the .various types, and! ,typical

amounts of consideration. I,' said considera tion'because,

royalties are blltoneformwhichds used to compensate ,the:

licensor forgrant;ing a,'licenseto the licensee. One' formaf'

consideration which many c()mpanies are now seeking is rights: to

a product 'owned .by . the licensee"thatis,ithe agreementcbecomes

a product exchange agreement. ,Another fotm,'which we have'

al.Luded.. to, Ls. anvi.ni t La L lump: sum.rpayraen t.vor license fee:~';

The initial Lumpvsumvpayment.cmaycbe viewed" either HIS

advance royalties which will be credited against the first

earned ,toyaltieswhenproduct sales begin or, as'apayment to

cover,the .eoscs inc:urred,iby'thedicel1sor,in"devel6pil1g', the

technology." This initial payment maybe ,totally,non"ref"ndal;>le

or .may have' aome rpor t i.on: of "it ,efundable,if the produc tv.Ls j.no t.

approved ,by certain gavernmentaLagencies.

The'initial l"mp'sum,payment,mayvary,from'a few

thousand dollars up to several million dollars. 'The -si.ae of

the payment depends on several factors. If a product is ready

for the market, the initial payment may be .Lar.qe , How,ever, if

the product needs much development work by the licensee;, the

payment; is ,likely to be small. Thepayrnent'also:may be 'large

prefer a large initial payment in exc:hal1gE!fora 'lower toyalty,

rate on vfu t ure sales.

343



- 7 -

Running royalties are used in most agreements within

the industry. They are expressed as a percentage of l1etsales

of the product or as a sum of'money for each unit or amount of

product made or sold, The percentage rate maybe constant for

all sales or may vary. The percentage rate lIIayescalate as the

amount of product sold increases on the theory that the

increased volume results in, lower production and sales costs

for the licensor. On the other hand, the percentage rate may

decrease as sales increase as an encouragement for the licensee

to promote and,sellmoreof,the product.

After all of these factors have been cons Lde red s v.Lt; is

still difficult to make rules regarding royalty rates. The

royalty crate for an exclusive license to a product which is

fully developed or nearLy .so may exceedlO% and command a large

initial payment. A non~exclusive or a sole license for a

product are more likely to have a royalty in the area of five

percent~ Special circumstances canalw:ays calise an increase or

decrease to these rates.

Royalty rates for, the other types"of technology listed

in the beginning of this talk are ,generally Lower, Process

technology is licensed .f'o r ,royalties in the two to five percent

compound ar,egenerallY",--in,':the same 'range'. Again ,<circumstances

specific to each individual case will affect the royalty,
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In summary, one factor mentioned previously may play

the most important role. This factor is the perceived value of

the technology to both licensor and licensee. When U.S. courts

are attempting to determine a reasonable royalty as a damage

award, they state it as what would a willing buyer and willing

seller agree to as a royalty rate. In the end, this is the

final and most important factor.

Thank you.
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rhis paper further seeks to introduce the

tra,nslationof, claims at the time of' and/.orafter ;thefirst

publication; .sub,mission of:a" t,r,ansl,atipnof·tlle, fulL text " at

the time of allowance; and confirmation of trans,fer into!

subm i.as Lon .of t nansLat.Lons ,.and the . patent rights in Eur-opeari

patent .ap pLfcat.I ons,: par-ti.cu.la r-Ly on the submis,sionof

,Ir:\,a,ccordance with the ,large increase in Eur-opeancpat en t

Japanese Group Committee No. 3

r,,,mar!(ablyo: ,EPO statistics ,show that, during ,the : period from

June 197,9,:up to the, end of, March ',19,83" '20438 cases: wher:Ef

recommended to grant .and among which 114,45 cases ,were -gr-ant.ed.a

rhis,pap"rr,elates to the ,problems>'encounte,,,ed wi ththe

present attitude of Japanese companies r-eLat.i ng to submission
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of translations, the major problems they face and their
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1. Introduction

European patent applic~tions have been increasing

steadily from the outset. Japanese applications have been

increasing very rapidly, particularly in the last two years.

The Japanese share in 1979 'was' only4.7~, but in 1982 it

reached 14~ which is the thiI'dlargest share following the

United States and West Germany . It is considered that this

large increase s due, to the many Japanese companies whO have

until now, taken a "wait and see" attitude, fully realizing the

advantages of the EPC.

According'td the large i ncr-ease of filings the'number of

cases ;recommended to' grant 'has 'also been increasing notably ;

The 'transfer to thenationalst.age,' is explained'int.he

EPO's brochure "Na't LoriaL 'lawrela tingt'o the EPC" . However, it

seems that 'the most Japarie se .companies have 'not as yet studied

same in detaiL To supplement their under-s t and i ng, the

Japanese Group of' thePIPA'No. 3 commit tee made 'enquiries to

the attorneys, in the EPC contracting states 'regarding

submission of translations and patent rights, particularly as

to the following three points on which m'ostappHcantsseem to

haYe a keeniriterest.

(1 ') Filing of translation of claims 'after publication';.; 18

months from the priori ty date.

(2) Treatment of translation of claims and full text on and

"
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Thi.s paper summari.zes the answers from some of the

attorneys of the EPC contracti.ng state's togehter,:wi. ththe

result of .t.he requi.ries to:the Japanese Group of PIPA members.

The items '3..1 'and 4 treat the same subject matter but wi th

dif ferentapproaches. ,It should 'be .no t ed however, ,that there

is some overlap between the' content of this paper and the

explanation set forth in 'the EPO' s br-ochur-e ','National law

ne.La t I ng to, the::EPC".

2. Submissi.onof the Translation of Claims aftel' the First

PUbl'ication.

2-'1. SUbmission of the Translation of Claims"for Provisional

-3-
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Article 67:EPC pnescr-Lbes 'thatfrom:the date of the first

publication" underv article"", 93 'a' Provisional, pr-otec t Lon is

con:fer:red:on the applicant: 'in the dE\signatedstates.However'i

most contracting s t a t.es provide .such ",provisional: protection

only .upon., submission ',of a' translation of:theclaimsTn the

of'fi,caldanguage'ofthe: designated state, and onlya.fter such a

time that the translation of the claims is (a) made: avaIlable

to, .t.he ,public or (b) the translation c:hasbee.n communicated to'

an' infringer,:, In the NetherJ:ands, provi'si,ohal pr-ot.eo t i on

becomes effective 30 days':',after ,the, .a bove mentioned

ccmmun Lcaci ons. T,he 'oply .contr-ac t.Ing state: that,: 'does not

require any translation in this respect is the United Kingdom.

The nature: .cr the protection is some ',what different' from

Go'untry :to'countrY (:v'iz., state'to: state) In the U'. K.,'

Frang,e';:,Italyand,Switzerland, "damag'es" can be claimed; In

o:tiherC'Quntries', '~:comp'ensati:on r e aaona-o re in it'he'cFrcumstance"

ma:y:<:b'e ,:clirim~d:~ In_':gene'ral r"comp,ensat;lonlf:':is'considered',td he

as.s.e s se d l'ow~,r than' ",'damag-e"s:",;: howeve r , how they·:diff:er in'

practice, is:notexplici t ; Further, .the meaning of "compen­

sat ion reasonable in the circumstance" is' amb i guousv I'n:

several countries, a suit for claiming the compensation can

only be: filed after the,grapt :of the European, i patent,

Conditions for provisional protection and the' '" nature of

compensation rights cont'er-r-ed i,neach contracting state, and

the way and to confirm the submission of the translation

-4-



or. claims avaiapleto,thethirdparty ar-e..shown in TabLe"

(which corresponds to coLumns 3·and)LofT.abL.e 'I'll A.. and column

7.of ,labLe. lU,B or t.he EPO, brochure).'

The ."esu.!t o.fthesurvey by' questi:onaire .tothe, Japanese.:

PTP" member-s . shows that very few Japanese companies' are

r,egularly... submitting .a translation of claimsaftel) tpe 'fi,rst:

publicaj;ionto -da t e., In·other words, most Japanese companies

do not '.Bubmita, translation "fcla ims forobtai·ning.provislonal'

pr.otsct t on.; Submd aa f cna on-a "case, "bycas","'basislsalso very

low.

2-2. Correction and Amendment of Translation of,· "the Claims:'

pursuant to Ar.ticle· 67(3) EPC::

2 ..2~'.' Correction

,Corr.e.b.t.ion of translatedblaimsis possiblein·practically.:

all count.r i es. except for the Netherland whet'e no 'specific

pr-ov i s i ons are to be found in:the National Law. However, the,

a.be enc e : of explicit regulations' to this r-espect. in the

Nethe r Landa is definitely not an answer' '!No" but more probably

an ans~wer:nYesn,.,.

Please see column 8 of Table III B of EPO brochure (3t'd

edition May '983), Which is reproduced in Table 2 in this

paper.

It should be notedthata"correctionof.atranslation" is

-5-
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translation Of'"amended claimsts to replao'ethe translation o'fo

claims, in, ,an, eal"lierformulatiOn.

Any protection conferred-by"a EliropeanpatEmfapplication

prior to grant' unde'r"the pr-ov t s Lon 69( 2} ,Efc dependavon the

disclosure' of' the' publication of the Eur-opean app.LLoat.Lon

ac'cor-df ng to 'Article ,93' EPC and especially on the latest fi'led

pubIdahed claims (Ln 'most practical ,cases the' originally Tiled

claims).: :T-hetra,nslation accorid Lng to' ,A,l"t'iOle: 67 (3)-EPCmust

be' a: translation of 'the:claillls::as publisbedin';tbe publication:

of the European patent application under Article 93 EPC and not,

a translation of claims amended later on and covering different

sUbJecit matter.

Such a translation under, 'Art-icle670) EPC may be

corrected if it contains defficiencies or mistranslations, ina

manner to r-emove these' 'inaccuraci:es; bu't'such Oorrectionsstill

relate'tothe:text oT,the:'latest_:Ti'led pub l I'ane d claims (Ln

mostpr,a-cticalcases ,theodginally filed claims) and not to

th'e text of .any.ratneride'd claim,differing in substance from,the

cl aimsoas pub Lds he d- 'Under Art icle'93: EPC, In other words,

"corrections ll of a translat:ion are limited to "mere>correction

of ::erro'r:s:f1:~

2-2-2. Amendment

There,:-:·rs-'rio,-'<EP'C pr-ovt's Lon- for;n:a:m'ending ll the 'trans-lation

-6-



which .is different from the first .filed· one. In .f'ac t., such an

amendment. wp.uld not.. make sense in view of ..the .f'act, thatth.e

t.r-ans l.at.t.on is supposed to reflect the contentof;the claims. as

or-Lgi.naLl.y published in thepublica.t.ion.ofthe European patent

app Lfca t.Lonv-udner- AI'Ucle 93 EPC.The .Legal. relevancy and

significance; .ofthe; .filing of l'amendmentn oftranslated»claims

is uncer-t.ai n,

In view of this situation, there does not seem to be any

necessi ty for a later amendment of the translation of the

claims, 'Therefore, it·i.spractically important. toerisuretnat

the claims as pubLd s hed are 'as br-oad. as.poaat blehaving regard

t.o . the "scope of the disclosure.

However,for.very important'. cases, it may be.i-poasLb Le..

to' .su bm it" a translation of amended. claims during, the time'

pe r Lo di.o f firstpublIcati.on and the patent, granting" decision;

The National Patent Office wilL Only tak.ethose t,ranslations of

amended claims to the respective file. There will be no

republication and no notice Of amendment Or t-he like in any of

the Patent Bulletins of' the member count.r t'ee

En pr-acttce , . in those.veryimportantcases, the applicant .

would later send the t.r'ansLa t.Lon of amended claims' with a

completetl'anslation of 'the application documents to the

potential infringer in the r espec t.d.ve: country and no t : to the

NationalPatetltOffice in the infringer's\country. In this

-7-
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applicant, since the' possible; infringer has all ,the documents"

at"hand, can' -evaruat.e whether' .the newly ,alliendedcla'ims (or the

br-oader- oLafras ): have' a: s ound basIs 'in, the original documents;"

and thus cannot lat:er on> argue that he has :used the invention

bona fidei The')applicant iii this manner may: 'be a better

opportunity to .compeneat ion between the pubHcat.ton'. bf<th'e'EPC

application and the publication of the decision of 'patent

gr-ant;;

2,..:2:'-3 .Creation< of intervening ri,ghtsby cor-r-ec t.Lon or

'amendment: of:ctranslated,: c.La i msr.

The only stipulation relating: to, intel"v,ening,:rights in:

connec:tiomwithitransTationsof European patent app l-i catt.ons or

European' patent.s Ls found in : Article :70 (4)/(b) EPC, -The

inter:veni:ng::right which:cmay, comeinto:::exist:ence' under' this

pr-cvds.i orrdstt'he 'cone e quence or.. a. ,I,'correc"tibn:ll : :0[::,8. translat ion'

of": the ap pl-icatrori text cas originally fUedor of"the text, of

the European:pa tent as .gr-ant.ed. ,

This provision does .no.t relate to'the situation wherein a

transliltion::of!'amended,,' elaimsrelating to,subjec,t matter

different,from,the,'claims .as published un der; Article 93 EPC, is

r-iLe d , In thLssituation, which:"has no vaupp ortrLn the EPC

provisions; there' is no basis for the comr ngiIn torex i s t.en ce of

any, 'Lntier-ven i ng rights under Article 70 (4) (b) EPC. In
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the.questionof~he or-eat Lon of inter:vening rights:ifclaims

are "amended" during the period bet'ieen' the first publication

and' the grant of a patent •

,In general, an int.er:vening.right, in the sense o·fa.right

to continue to use an' in:ventionthe use of·: which would· not

constitute an infringement of the claIms o'f aipubIdshe d

European patent application under Article 93 EPC (but:'would

constitute an infringment of 'subsequently, amended:claims

relat;i'ngiit'c 8ubject:'matter'.:not eover-ed :bY_';i.th.e :or~i:gt:nal claims

ofsaid:.patent .appLd.cat-Lon) ,.is not 'a:vailab,le:.to a. third party.'

An i'nterv.ening right (:right to contd nue to' use' for a:third

party) can comeot,o existence only if the provisions ,of Article

70 (4) ,EPCare given, that is in' cases only in' which a

translation of the t e xt, :of'aE'uropean patent application:ora

Eur-ope'anrpat erit, "into, therespect'i:ve national language .has been

corrected (linguistically) later on. Thus,' in 'member states

which have not adopted a provision, under Article 70,' (3')' EPC,

namely Belgium, West Germany ,the Netherlands andtheUni ted

Kingdom, intervening rights ae cor'ding to Artiole70(4) EPC

cannotoomeintoexistence'at' all. 'Please see Table'V , co l.umn

2 of the EPO broohure,supra (reproduced in 'Table 2 in this

paper);

-9-
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Office or through the sear-en of the patent bulletin ....ln1taly,

Switzerland/Liechtenstein and Belgium, COnfirmiiltipn ·of filing

of translatipn .can be confirmed. in the reading room of

respectiye·Nationiill Patent Office. In most co.untries,coPies

of the' filed. translation are av.ailable.

Tab,!e•. 3whichcorresppnds.to,column 3 of Table lIlA of

EPO brochur-e , ,:lhow.s.how,the translation of t he. fuH·teJ(t is.

treated in each designated country.

:rh.e.result 'pf enquiories,tp) tile PIPA member c.QIIlPa:nioes .shows

that mos.tJa{)anese·.compani esc.!'.eques t. t.lle .translatipn " .inc lud.ing

that:<.of claims be done. .by the' patent, firm through.,wlli:ch the

original filing of; the Eur-opean Patent appI i ca t Lon- was'

requested. As ·forthemaniilgementPf fur.ther proceedings .after

r-ecommenda tion to grant to 'EPO, ,for exampLe , Lnat.r-uctdone for

mak.i.ng t.r-an s Lat.don and filing, time limit watching, ..etc.:,few.

companies manage s.ame ·themselveswithout requesting

substantial management from an "out_side" patent firm" This

would be' mainly caused by .t·he .compr-enens I veness .of the

proceedings, language problems' and shortageofeJ(perience.

Different from t.ne. Uniten; State companies" the .language

handicap has a large influence on the extentofself""managem.ent

by.many.Japanese c ompanLes;.

-11 ~
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3+3 .,M()v~mentto,Harmonize the procedure for submission of

transl:atigns, among the EPC: member, ccunt tr-es

The J\'dministrative, council of ,the Eur-opean Patent c:>rgani~

zation is making an effort to ' harmonizetheprocedure<for

sUbmission()f~ran~lations,among th,eEPCmembercount'ries. The

administrative: council has: recently set .up a :group; called

",Wol"kingparty, on National' Law", wh,ichis' examining: thepossi...

bili:ties"of' 'harmon1z1~g ',then'i-Uonal prov!-sionsgoverriing

Europeancpat.ent.. appl Lea tionsandpatents;

Al"epork,bytheWorking<Party bas 'been publi'!hedin" the

1ge3 ;::J\lly ,ts,s,ue ,0f.theOfft.cial:"Journal of, the Eur-op ean-Pat.enf

Office in,Which H, was recommended,thatthe t1melJ:mit,provtded

by. ArtLcle 65 (J )or EPC for, Hling:thetrarislati,onof the

European patent specHication should be,:a unH6"mpel"ioQ'whi:ch

expires ,thr,ee:' months ,from the date, of publication in the

Eur-o pean-.Pat.ent.sBuj Le t i n of the grant': of thecEuropean'patent;

However, achievement of complete har-mcn Lza t Lon: is

unt.or-t.unat.e Lytunu.ikel.y tn:the riearfuture' accor-d.Lng to the

informati onrece ive d from,European'pat,ent: at.t.or-neys.;

4. Confirmation of the completion: of' national stage

procedure:

The .appl t cant or a'third party can 'confirm the completion

of the national s t.ag evpr-ocedur-erby enqui r-Lng at the national

-13-
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official gazzette ,pubHshed',by each national Patent OUice. It

is also possible, to. confirm. sallleby obtaining copies of the

relevant nO.tification and/or. publication" 'issue'd by the

l'¢spective·.national Patent Office.

I!lGermany ,Luxembourg'andUni ted Kingdom, the national

phase regi,stl'ation takes placeautomaticallyupon' grant of the

EUl'opean patent; without any'need for special nationalacticiri

to be.taken on behalf of the patent .pr-opr-t et.or-. tHowever; it is

recommended that a locall'epresentati veis' appointed·.to··provi'de

an "address f:o,r. ser-v t ce"' itJ,-";;-'e'ach- of 'thes:e - countr-Le's . In

Gel'many., the, applicant or the 'au'thor-Lzed Ger-manyvr-epr-e'aen.ta t rve

\lillre.cetve: ·acommunicat'ion ··from the Ger-man Patent Office

i.ndicating, the.' German patent nUmber for the German part of the

cOl'responding~EPCtpatent•

•The . applicant receives some ·s.ortof recei·pt from" any

designated Nationa'l Patent Office i n.. case a translationhast6

be filed.

In ·general,t the..national Patent. Offices do not make a

routine practice of informing the patentee when the national

stage procedure has been completed. However, in some

instances, a national patent Office may write to 'the patentee' s

appointed na t i onaL representative in the usuaLway~to call

a t.t e n t i on t.oi.any minor .defects or deficienc.esnot.ed in the

do cumentat.don filed with the .necesaarty t r-ans La t Lon , ,

-14-



translation to tl),e. applican~. This. in effect, is a. confirmation

of the.completipnpfn",~ional',!tage procedure,

In Frarce " the l'Ietherlandsan.d Sw.eden as well as in

Belgium, Italy, Switzerland and Liechtenstein, the translation

on display in . the r~:>pe.ctive reading. room of the official

\,uthority,isavailab~etoc9nfirlD.(?0lDpletior.

In Belgium and Austria, .. the. applicant receives

conf'LrmatLon from ljespective national.PatentOfficealld intl)e

Netherlands, the applicant would be informed by l)i;s.Du~.ch

P"tellt\,ttorney,.

On the other hand, in the European P\,~ent B.ulJ,."t.in, the

"lJat" of lap",epf.the>Eurcope"npa~ent.in.aC:pnt,,\,cJirg· State"

is.publi:>h"d. If such publication i·s not.mad".after.grant,.tl)e

natipnalstage procedure· has been Clpmpl"ted py .the. a ppli cant c'

In France ."ndSwitz"rland,if.ther"que",ted<trarslation is

not filed in due time, this fact i:> mentioned in the o~~icial

Patent BulJ,etin so as to pUblicizeth.e fact th"t the<p"tent has

Lap aed so far. a", FranCleanq~witzerland ar-e ccncer-ned.,

In brief., cthebest way presently to. ascertain· completion

of the nationaL stage is -to ..have a local. agent. check. the

appropriateresgister

5. Requests to the EPO

Asa result of enquiries to the PIPA member companies,

items are as follows:

-15-
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(1') 'Ha.rmonizati on Of na t i onals tageprocedUre'i •

Although the'prosP'lctor thel1~rmoni,Zatibn in the very

near future seems ,pessimistic, the early actual'iz~tion of same

iseager-gly awaited.

(2) #missionofa second use of, a. pharmaceutical compound.

The second use' of pl1a.rmaceutlcal compourrd is admitted in

the United States and Japan; Almost all pharmaceutical

compani,es'wish,the admission of a second use ~,pharmac:eutic:al

dOmpdunds(

(3) Exemption from submission of a translation oftheprlOfity

aodulJlent. or'do6'umentS.

SubmissiOn OftransTation' bf'Cpl'iorfty document, 'is'not

l'equireUln'tl1e majOrity' of industrial'izedoountries. Tosave

laborand "cost, manyoompan iesw()llld L'i kethesubmi s sf'on of

t r ane Lat.Lon to be 'urinecessaryllnless "requested by the

examir1~r.n

'(4) Extension of term for request :of substantive examination.

Several companies 'wish 'the extension of this term, since

'the current term', --up to 'the end of 6 months after the date on

which the E~ropean Patent BUI1'etiri, mentions the publLcat.f.on of

the search report-- is in general too short to make a careful

review.

-16-



6. Conclusion

365

'l',histendency wili
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continue at least for the' next couple of ye~rs. ,Further, we

hope the harmonization of procedures' after 'recommendation' to

grant to EPO will be re'alized in the' near future so as to

further develop the utility of"the EPO.

Several points relating to the submission of translation

and patent, rights are s'tlll not clear. However, we expect that

they will be cleared gradually via future court decisions and

promulgation of related legislations.

Since the'majority of Japanese companies have'not had much

experience, it would be a little early to positively discuss

the attitudes of Japanese companies relating to matters

subsequ'ent to pa.tent grant at EPO.

As stated at the beginning, the use of the EPO route by

. Japanese has .been incre/iSing: rapidly.
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RECENT MOVEMENT OF THE INDUSTRIAL

PROPERTY SYSTEMS IN TAIWAN AND KOREA

Japanese GrolJp COIllll\ittee liIo'.3

Kyoj i fllJ.rai'it!na, Fujisawa pharmaceutical Co.,Ltd.

KiyoshLYamashi ta,Sumitomo Chemical Company, Limited

Mam"tuTakada, ~i tsubish.i . El.;.'ctric Corporation

: " ,: ' "';,," iC',;-' _,;,',' " - .:","
Speaker: Kyoji Murayama, Fujisawa Pharmaceutical Co., Ltd.

ABSTRACT

TAIWAN:' Aswelllcno",ri, f;.'ceht.ly>t.here are various problems

on J.ridi.l"tI"i~L.pr"pertyt"i~htsihTaiwan, e.g. piQ~ection()f
chemical .. s.ubstance.icOlJ."'t:erfe.itQf' .trademark, .etc. Un.de.r ..

such situatiOll, JapanpatentAssClciation~isp~tche~the

Mission for 'requesting the Government authorities as concezned
., .

to improve ,the present. TaJ",an"seindustrial property system

and discussing and exchanging with the high officials as.

con.ceI".ned the.reofabout j;he matj;ers, Japanese Group wish to

repor,t.theresultsofthe MissJo/l'S visit to Taiwan and

gi ve;:'; 'some frifb·rma tion.:

KOREA: In Korea also, ther.e ar,e s"p'e problems on industrial

prQperty.ri'i!hts, whichf"I".e.i'i!nerswant to improve. In .t.h La

respect ,t.h·eU.S .GOvernment/I/ldustry group delegations as

",ell astheINTERPAT.deTe~~tionS;isitedto Korea to; seek

im~rQvementQf,p):Qtec:1:."iClnofindustrial property rights in

Korea', tJllder'such '. in order to know what

in Korea, Japanese Group of PIPA made an investigation.

The results of investigation are reported.
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6. Other informations

Content 1
371

( 1) Patent protection of chemical substance

(2) Patent protection of use /. J.n.ve'nt.ion
(3 ) Patent protection of an invention rela~ing to the

shape, construction or combination th~reof

(1) B1.lrdel1 <:>fPrODf as fOr process' for the production

of a product

(2) Definihon of reaction condition in piOces's pa t.errt;

(

(2') Examirier

(3) Examination

(4) Intervi~w~it.hExaminer

CONTENTS

2. Patent protection on process for the production of

a product

3. Identity with specification of a foreign applica.tion

5. Submitt:ing of the original copy of documentary evidence

1. Patel1.tabi'esllbject.matters

4. The decision of rejection on th,,'grOund of newreasori

,in the re-examination stage

Chapter 1. Introduction

Chapter 3. Patent

Chapter 2. Generals

PART I TAIWAN (THEREPtJBI..IC OF CHINA)



3(2

(5) Secret Examination

(6) Trial for invalidation or cancellation

(7) Demand for grant Of compuls9ry.lic~nse

(8) Planned amendment of Patent Law

7. Discussion with the non-official groups

8. Taiwanese News Paper (Daily Economic) reporting on

the Mission

Chapter 4. Appeal (the Appeal Cprnmission,Ministry pf

Economic Affairs)

1. Organization and>ppsi.j:ion

(1) Organizatipn

(2) Position

2. Examination of the appealed cases by the Commitj:~e

3. Appeal cases relating to p.at.ent; and tradell)ar~apP:tication

(1982)

Chapter 5.. Trademark

1. Generals

2. Depar.j:ment. of Trademarj{

(1) Amendment to the Taiwanese Trademark Law

1) Strengthening of penalty for acts cOlllll)itting

infringement

2) Use of trademark

2 Other informations

1) Standards for judging as to similarity of goods

2) Actual state of obligatory indication. pf license

or authorization

3) Foreigner's right to lpdg~a cOll)PAai~~

4) Establishment of court of trademar~ and patent appeals

Content 2



5) Enactrnerttc,:fpreverttic,1i o:fulifair cornpei::iti6n act

3. Board of Foreign Trade of the Ministry'ofEcc,ric,mic

Affairs

(1) Role of the Board of Foreign Tr"de; Illd.tatJ.6rt

Watching and Prevention Subgroup

(2) Outline of activity

(3) Patent infringement

(4) Proceedure for involment of the Imitation

Watching and Prevention Subgroup

(5) Plans for the future

(6) Future subject

(7) Personnel Organization of Imitation Watching and

Prevention Subgroup

Chapter 6. Conclusion

PART II KOREA (THE REPUBLIC OF KOREA)

Chapter 1. Generals

Chapter 2. Results of the investigation on the Korean

Patent Matters made by PIPA Japanese Group

1. Protection of invention

2. Problem on the Korean patent system

(1) Patent of chemical substance and use patent

(2) Patent on microorganism and deposit thereof

(3) Patent term

3. Problem on examination of applications for patent

and utility model registration

Content 3
373



Content 4

,(1 l; 1<~~'1S'J) f or rej ection of" appli,,~tiOI)
(2) Examiner's request on the corresponding foreign

;;~p~1+ca;1;i9n;

(3) Technical level in the examination

Chapter 3. Conclusion
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<col1ceJ;:'ned

'Vice MinisteJ;:'

Mr<;Wan,>Wei,.,Chun;

Oire<ctOr< <General

Mr. :<Lee:,Oirec:tor

ando;the<r: of£<icials

concezned

Mr.< Chin, Vi<c~:<

o ir<ectOJ;:')i< and«other

- 1-

li<ElqqElst~ng,tl].~ waj.w:arlE1,s,~ GQYEl<J;:'nm~rlt authoriti~s tqdmproy~

th~ pz'es en t Taiwanes<e<' ;,nqqs t:<:;'''l <;<prqp:~rtY<$yst~m;;<;;an'd

discussing and exc*"ngJng;qp;,nio<naAwith;;th~<high ;,o££i<cials;;

as concerned thereof about the ,<111<1 tt~rs«,,<:A

The Government offices and important officials which

the MISSION visited and met are as follows;:<:.i<;;;~;<~<:<<<:<;<;c<22IlL<:;

- Ministry ot: ~co)"'l1Iic;: :Af:£<,,;,J;:' 5 (MOEAb:<:::;;Mr ;« <Wu«,<:«M, T<i'<:

- Department qf :Tr"li~m"rl<: :in NapS

National aurE\<a<uof $j:a<rld"rdS (l1aOS) in <'

MOEA

- Oepa:r:1;Iqellt; ot::,Pat~nt; :JJ1<:l111o<S

Chapt~:<: «<1,.<;< IntJ;:'<qqqc;:ticm,; <

fJ;:'ql1l<];'~1:)l;:q<"ry<;~3;tq ;)'laJ;:'c;:h: :2,;<l~e 3" th~;Japan<Pat~l1t

Association (.:[t'At,qispatc;:l].~q<th~Mission,compos~d of<11<

d~l~gatElS; «Qf;J!!panEls~<l~adingnc;:oI1lP...ni~ .. <(l].~r~inaft~J;:"



- 2 ..'-

- Appeal Conunittee of~J!i")

- International Trade Bureau of

Mp}Gh()u'GIl.i.:ii:"!isbang,

Chairman

Dr. Chiany, Pin-Kung,

376

MOEA Depll.ty Dij,,,¢t¢r .l3enera}

The MISSION also excliangedopini¢ns"and'inforrnation

with people of the follOwing nen-official'groups.

- American "and European ChambersOf'Corillnerce;.Taiwan

Mr. H; TH;,Sti'ft1!; uPJolinInt' 1 Inc". ,Taiwan Branch

Mr;: ·Paul B;"Stewart; Boehringer In:gelbeini Taiwan Liniited

Mr. Hitoshi:Taniguchi;pfizerLiniited

- Asian Patent:Attorney':s Association ..(APAA)

- Taiwan Inventor's Association

Japan's 'I~XI?e:rience in Adoptation of Product and

Pharmaceutical patent System.

(Copy of the same is separately presented here as

ATTACHMENT II)



- 3 ""

In eac:h of the ll\eetingsW1t:!lthehigHoffiCialsas

concerned, espeC:ia.iiyMt.wu,vice M:i.hister 'of t.!leMinist.ry

of Economic Affairs (MClEA) aMMt. wah, Direct.orGeneial

of the Natibnal BJrea.u.ofstandards (NBOS) ,t:!le MISSION

expl'ainedt.ll.eir purpbsei of";'isiting Ta.iwan, !lavinci .expressed

Japa.n·s view that. the Taiwanese sYst.em forprotectinc't:!le'

industrial property, including pa.tent,tradellla.rk ,lite.: 1s

not always completely satisfactbry/'st.ii'l 'havi.'ngvario'us
d

•

problems to be solved from the international viewpoints,

and thianrequ.estlidsa.idbff;'chlstomakeimprO'vement"i

such unsatisfactory points ,taking the Japan Patent

Associatidn 'sPo\iitibnpaperintotheir consideration in

handJ.ing: the presentlypla.nned. amend.m'entof the Taiwanese

Patent La\< anda.ny possible similar plan in the future as

well.

To the MISSION's request as above, t1ieTaiwanese key

Officials, Mr. WU and Mr. Wan expressed their views,generally

speaking that :

- As the MISSION said. they fully recOgnized andduiynoted

that 'the present Taiwa.nese .syst.e~ for ·protectingthetndJs­

trial property is not always satisfactOry frOm the various

aspects, and this has been incurring international disrepute

from

- Under such situations, they are sincerely considering that
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improve such unsa.tis.fac.tory point!' fo.r acting ~s one of
->.""""',':"..•, .,,'._ :i.C·",: ,.' ,., .••. ,.•' ...•. '::, ..•.. _.:.:,,, _.. :_,_;_:;.'_ ';','M'-:'- ..',",> ,: _ .'..:'..)' ','.",

it would .pe indispensable for Taiw.an to do. the best to
..,:. ",'-,' ,'," ,_. ,",' .-. _" ..,_ '.-, -C:'C:<.,;.'·, .:' ;...... '.'.,- "",-,..' .:,•....• '....•..,. ,..~j,:.,. ',.:',': - .,', .,,: ' , ::. ,'" .-,"_':

- 4-

Further, the ,detailed discussions were.continued
" ,:: ~ ;',~'-.:;.;, -,',',;,.~ <) ", :':.~".- '1:;_ :-'" "-',::--,.,';.. >.: .."" .,> ;'..._~: ,'.; 'J"':" ,j <-\. :: :":-',,: ..\;.;-;:, ..>'::c" ..:' ';~.::.:)<,:._,>\.;;, >

patent matterll ,lllain,lx ,.with, Mr. ,Lee, ):>izector ,?fthe"", ..

Departme~,t of .pa.tent" on trademark ,!U~tter ·with .Mr.. ChiI\,,"

Vice pir!,c,to,r; 0(. Departm!"nt qf the Tr.ade,mark and Dr •. Chiar:¥.!/

Deputy,. Director. of ,the Interna.tio,nal Trai'e Bure~u" and- on ., .

appeal matters with Mr. Chou, Chairman of the Appeal

prop!,rty sy~tem, to. ,the more preferred direction as ,possiblr
as they can .. taking note of the ,Japan. Patent, Association

Position Paper and ,the others.
_:.':.": '_._,' ,_.: :. '-"":," ,'.:'.>. c· ",' '/:"',-,_, .:.:' _,'.... ,' ,.... ',.': ;,',j_.' ",.

the member.s in the..int~rnational econc:'my.,

- Accordin~ly., .,they ar~.think,ing that. they shpuld do the

!lest: effolC:ts t? improve. the. present Taiwanese industrial ,

Committee. The summary of the discussions and some

pa.t"\!'t pro,tection of chemical subs,tance and pharmace)ltical

Chapter 3. Patent

1. Pi>,tentable Subject Matters,

(ll. Pat,ent Protectio,n of. Chell\ical Substance,. Pharmace.utical

,P!oduct, etc. Lsee Posi,tion Paper [1],. 1.(.1)],

, u:"'" of .the most important requ,e,s,ts ,made by the MISSION
'" .. ".

the Taiwanese Government authorities was directed to
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PI:'51cl.)l~.:P.·., ['AeMl:~S;IO!'L.expr.~s,;ecl. tl),eir.,,;.tr01'l9 reql,lE!st;to

the authorities that a patent should be 9ranted 01'l.·..:::AeJ1l~.:::a,l

subs tanc:e;l;p.dpha:t;')l\;l¢~)l;t';'.:::al,.·procl..1.lc;t .' t:t'pm;l",i~wppin t .of

the interp.;lt';'Pll;>;;!. .tj::encl. •.. ,

To ,sURA. Ml:SSIQ!:i.',s r.eq1.1~.st.tI),e· N;ltipllo;l;!.· Bu.r~.au· of

Stand;l:t'.ci:' s, .,.(m,pS·t,V!;ElW ,wa.';';l.s;:fp;J.l:ews.:.

It can,..b~;S;lid tI)"a.t,':t;!le .time. hal" come ,·wAello' ll. s.eripus

substance "in, Taiwan;-; " -. ", - ." •... ,_. ,,'., .. -" ,,,,,' ." ',', :'.~

Accop<I.:i,ngly, '!:he GpyerlloJ1le.l),.t; ·autho;r,.iti.~s: is npw,s,eriously

s;tucl.yip.g,thisi PI:'PRlem.

- Twice,:,,",:i,;p..,.)J;;lI'lU!,:ry,:,~.~,;lnci: 2~ •• :l,~,8,3J,·.IlIlOs, he,lda, ,p\,lblic

heazAng.: ga:t;!l.~:t'i!lg;.resppnsible:pers,pns ;ot tAEtlocal big

enterprise."., a"',(:ol'loet"n~djoh",,mic;lls,.' :.ag;t:'';'c.)ll,tu.''Cal: medicines.

Phal:'mi'(:eut,ic al""e;tc:....l, and·th.e"fo,reigllo.'ep.J.ep,pr:i'.,;es*

loca te<l.'ill".Taiwal'l ••·ill., which,tlleJIBOS illvi.t.ed. SUC.h

enterprises' opinions and thedis(:us"Joll,was macl..e between

the both on this problem.

- Th.e ;NBOS ·wil,lre:ppr't '!:h.e,"Cesult of:.sa.id.puPlic,hE;ar;illg, to

the Ministl:'Y qfE.conomi,c,J',ffail'''. in.llPt.,tar,fu tJ.l"Ce'''.Oqll

.after;'t!learrang,emen:tthe"C,eof ·has,bee.nf,inished.·

- However,;:. as .to.: hOW ;pl:'otec;tion .qf ..ohemioal ;substalloe.gpes

on in

319
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say is onLy that thEitiinEihas come for se£fou.s'lY consideririg

thiSinattEir

* Note>: 17'AmericariandEuropeall 'coinpallies' ~oc::atEfd ':iri

Taiwall jOillt~y submitted "PositiollPapette

Patelltabi~ity of Pharrnaceutica~ Products" to the

Mliriistry 6f,EcOllomic Affairs, such cOmpanies

being Boehrillget Illge~heim,Bristo~-Myers.'Giba

'(GE!i:gy / Cyallami:d, Eli Lilly, Essex, JOhriSOll arid

Jonris'OniPfi,zer; Rocne';Sheri:llg,'<Squibb, 'SKF,Ten

Hwa CherrdcaL Pharmaceutica~, Upjohri'/ u.s .'SUrninit,

Warner-Lainbert (arid'Willthlop. III this positioh

paper, they proposed the perini:ssiori" forgrariti.llg

patelltto pha£macEilitica.l ptoductsbydE!letillg

'Article 4 (3r"fthe'PateritLaw presc::ri:billg'th'at'

pharmac'eut-icals arid their 'concoc t.Lons are

'uripatelltable' 'theshi:ftof the burden of proof to

i:llfrillgeri:ri the' process patent ,illfrillgement

li:tigation,aridso>on.

Durillg the di:scussion, the MISSION were impressed that

the Government authori:ties have been anxious that the

adoptation of product patent system would give bad illfluen'ces

i.n economi'cs';aIid;~;industr--icn: development-in""Taiwan:;" for

example, the price increase of products, the monopoly of

products, ,etc. Accordi:ngly, the MISSION stressed them to
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the 'effect that the adoptationof product patent system has

given good effects on the industrial development in Japan,

while it has never given any bad. influences', e~g. the price

increase of products, the monopoly of products.' etc., re~

ferriilq to the MISSION' s submitted'paper: "Japan I sExperience

in the Adoptation of Product and Pharmaceutical Patent

System"totheGovernment authorities'.

(2). PatentProtecti'on' of Use Inven.tion [seep'osition

papertl] ,1.(2)]

Even in countries which 'do not give. a'patentprotection

to a chemicalsubstance,manycountiiesadmita patent

protection on an invention relating to new use of. a chemical

substance 'inthe Chemicalfield .. (other thanpharmaCeutica'ls:

and food) e.g. plasticizers, agricultural chemicals

(germicides,insecticides,herbicides,plantgrowth

regulators, etc.) in the form of claim as "agent",

"compositi'ohILor '~method of- uae"; And it iswel-l 'known

thata'use. patent .achieves, 'animpor·tant role in protection

of a chemical invention particularly in a country>that, does

not adopt a prodlict'patent system as 'ye.t •

. Accordingly, ·'under the present situation 'in Taiwan that

any use of a chemical product is unpatentable, the 'MISSION·
..••••..•...,.,", .. " • . .. . . . w .••...• , ...•

eagerly requested"tO·the

revision of.the·currentPaten.tLaw prescribingchemical

381
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To such MISSION' s request,",the: NllOS.',s: :v.iewwa·sas

follows

- Mr. Lee .hiniself has' an opinion "that,. since; a.use :inyention,

is only findings of simple use of the product a,lready,

,having"existed', ,there' .is :notanyctechnical'noYelty ,.in

other words, d tis. nothing ,but,to,.:transpose ':.thef.uS.e ·.d;rom:,

lef.t".side to right. side'.

AccordinglY.'i a<patent can ,not'be.gi,ven:.to<findingsof

such a simple use,

For example, .in· case ·tha.tthere.is.a' prior knowl'edgE

that salt giYes,'whi·teness ,to; the.,teeth,' 'even if 'a., per.son

would invent ;dentifrice 'including: s'alt,such' dentifr.ice'can

never be.aai.d: to':: be' 'a,: u:se;::i:',nv.~ritio,n ,'l because <th'er,e--- is:''inot

any'. ,newly. technical addi',tion'·i'n'.said ,invention,.'

However, if any new.ly, and techn,ically .added 'value Ls.

possessed<in' the .use. for .bringing;;about..·.new use"the NIlOS

thin.k .. that;they,may:grant.:a patent ,to. such,:a' ,use in vi,ew .of,
, 'm "''''''''''''

the technical 'novelty" even if the Taiwanese Patent Law does

not stipulate for patentabili ty .of a .useinvention.

substance:,:pharmaceutical·.product,etc.·, asbeing.unpate"ntable·

would: ,bla·'delayed.•in ,'failoian/, .the ,current examinationpracti,ce:

should be, ,revised .as soon as possipleby.<establishing

relevant Examination St!,ndarp.s. for such use: inventiOns. to'

be'properlyprotected by,a. 'patent;

- 8 ...



~.l; to the aboveIlBClS.,',s, v;L~\".. ~e.. MISSIPR ..felt .that the

', }jBOS: $..j1rd~.FStll,rcliI)goI). a u!-"eillY.entipI);Ln .~~ ·Ghem;Lpal,

Field;LsslightlYcliff.eI:"~rt fI:"pm ~.~re..ra:L, .j1I)d~rstll,rcl~rg in

the f():I:."eign. p.()1.lI).t.Fie$(e •.,g•.J'll,paI), .JJ.'~"!\.'" W..Ge:l:."Jt!,af'X. etp· l •.

!\.ccor,cl·;L·llgly. ,tl;~. MlpS.IPIl eXPla,ined, tR·the}jBOS,'SClffipill,:LlI

the meaning of a use invention which theMISSIO}j ullcleF$~ancl.

referring to. an. ,aCtual. ~1Icu,n~le, o,f <tl;~.pa.tel1.t for ne\".).'$e

(i. e. i.ll~e.c:,t.~<::,icl!t}i Qt.!)"P· '1', ,':\'I'\at; is" .a .usei'!vention ..should.

mean fi:l:.".lI,tly, ,t!r inventi0ll;in .palle, \"pere. \"llen.thereisno

prior knowledge of.any .use- .in. respec.t .of,.a ,cert,ain.compClullcl.":',: '.-., ' ; 'f._ ·'·"' ).',.,,:.,_'-.L-·;,.: /.;',>i.' _:..,>.' ,: _'.;- "._, ,',_ .. ".'-.: : ,-.-:, ',',-.,

any effept;Lye,)J$eHLsll,iclF'q1j1p0)Jlldi,S ,fPJl!1.dout., and •. ,

secon.dlY:cll,n }pVerti,on ir cll,!\eWhe:l:."el~l)eI)tl)eI:"e,.i!;..,PFioF

knCl\'(:LePge jof spJ"e use (e;"g .;,dY~!\tuf9inrespe.pt pf<l,

ceI:"t<l,iI),.c()mpou'!cl.~ere.i$.found out..the new use(e .g.

insef't;Lqid.e) tl)e I:"eC'f. ,Whi.ph,isl' uJ::>!\tant;Lll,lls; a.ndqu;Lte

differentfrqm th,e Jcnq\"Il,u$,e.q,f. sF,id.f'pJt!po).>nd.,

Then. ~e. 11:[S~'LION.again,reques,ted,theofficial$ to give a
,'" .'.',.' ' ... ' -.; .';; "'--,' '. _.' .' -.' -"-' ..:. :.:.:: '-', -:',' '.,: "', ..J " .'

protection to such a new use of chemical substance.in

~osuch .MISSION's r.equest. ~E'.NIlc)S,expreS$ecl as

follows

- Upon ",tUdYing.and arrang;Lng the discussiontllistime.

else invelltipnbe ,exPFesslyst;Lpl\lated }nthe.. Law,

383
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(3). patehtprOtegbClIlot'an Inv~ntiClI1. rela.ting to the Shape,

construction or Combination thereof [see Position Paper [1] ,1. (3)]

In Taiwan, ar{ invention and a device relating to the

shape, construction or combination of articles may be the

subject of patent '(as invention) or that of utility model

registration (as 'device) •

However, it seemS to be the present situation in Taiwan

that, as to the inventions filed as patent applications,

most 6f 'them have been rejected on the ground th'at their

th'eories and/or principles were publicly known.

Most of the inventions are usually completed on the

basis of known theories and/or known principles and are a

creation of technical ideas made on the basis of such known

arts. Arid, amorig s uchrLnverrcLons , theiriventionc::'O'mpri'g'::Lrtg""

the highly advanced technical creation should be seized as

the subject of patent' and the other comprising the ordinarily

advanced technical creation be as that of utility model

registration'.

However, in Taiwan, even the inventions which could· be

patented in the major countries have been registered only

as utility model.s, While most of the inventions as filed as

patent applications have been rejected, if said patent

applications were not changed to utilitY model applica.tions.

present o:ractices in "~,.J.W<1U

requested to the officials that the inventions of the
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technical level which could be granted as patent in the

major countries at least, the United States of America,

Japan,West Germ~ny, etc., should be granted as a patent in

Taiwan, too .and that the level of the judgement of

patentability should be improved properly in that direction.

be abolished.

385
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the subjects to be discussed

If utility model registration system would be abolished,

a way of protecting an invention may be simplified and

such problem will be solved in a considerable ease.

This
::l".: ,'.''':::::':::.',;''':'::,,:';.:;;...:; '.:',' ;:"

in amendment of the Patent Law which is contemplated in

the future.

understanding of the definition and standard are divided

and opinions have not yet been i~ 'acd;~d, it seems to

take time a little longer to solve this problem, and

- Anyway, as explained above, at the present situation that

accordingly the NBOS wish to have some time allowance to

settle the matterso

2. Patent Protection on Process for the Production of a

Product

(1) Burden of Proof as for Process for the Production of

a Product [see Position Paper [1], 2.(1)]

In the infringement suit of a patent right concerning

a process for the production of a new product, the burden

of proof as to process for the production of said product

as infringed is shifted to a suspected party of the

infringement in many countries, and in most of the countries

0,

However, in Taiwan, the latter part of Article 42 of

386
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the .1'~.~~l't~,a,,! st;~te,s,t,hat ap~tent right; ~hatle~tel'cit9. a.

produC;t, p~9ciuc;ed.di,rec;tl}', ~c;c;.ordi,ng to, th'" proc;.~ssin ease

tha t the inv",ntion. relates to ll,. proc;es,s, but it Ls ,P,t'~sc;,t';ib.~ci

that the bllrdeJ\ ofpropf,w;ith JTe,s.,ec;t to .the inJ,t'in'3em~p,t

litigation of a patent right shall.be ,considered in

accordance with the corresponding provision of the Criminal

Procedur", CPcie )lncierWI1.~ph, .in th.einfrin'3emen.t.liti,'3.a.t~on

relating to a new product, a patentee (sufferer) is reqllired.
" -.."'-"-\.'-' .'.,-',

to prove that. th.e ..prpquc.t,.i,n .!<jlesti';ln i,s.th'" O"e'-:hich .haa.

been P,t'9duc;~ci di,Fectl,Y, .ac;cPJTdi,P'3.t0.t,h.e ..,atel1t",ci prpc.es~ ..

that is .to s~Y, a paten1;e,ei.s requiredtod.es1;abli.sh.the

process th.atani!P~ged in~JT~ngli!:r isaotu~ll}'.u~ing

HoweVer'dattention .ahouLd be paid to the. actual,.c;.irc.)lItlstanC;es
, .• ,."···i.;' ·.·, ."." .. "H. '.,' ··c ".,' ,

in the C;hemi,c;alfield that.i.ti,\, all\\ost .impos.sipl,e f.or.ll,

patentee (sufferer) .to .,:raCtically.establ,ish t,h.e.,,t'pc;~ss

which is being used by an alleged infringer and a patentee

therefore cannot enforce his patent right.

Therefore, under the current Taiwanese Patent Law. tha,t

does not have any provision concerning shift o.f the burden

of proof, if one should, have got a .patent right relating to

such a proc;.ess, t,h" patent ri"1ht would be useless and it is

not too much to S;Jy that there is not any patent protection

in practice 011 such a process.

to the officials that, for a patent .relating to.a process for

387
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the production of a novel product, a provision with respect

to shift of the burden of proof should be established in

the Taiwanese Patent Law so that the safeguard for a

patentee may be properly strengthened to diminish unjust

infringement of a patent right.

To such MISSION's request, the mos's view was as

follows

- As the MISSION pointed out, the NBOS recognized that it

is a great defect in the Taiwanese Patent Law that' the

proof of infringement as to a process for the production

of a new product as infringed shall be burdened to a '

patentee under the provisions of the Criminal Procedure

Code*, in other words, 'the burden of proof is not shifted

to a suspected party of the infringement.

* Note: See Taiwanese Criminal Procedure Code Article 161.

'" The' NBOS are considering that the shift 'of burden of proof

must be stipu'lated'in the patent law, and in addition, since

this is a very 'serious problem, the NBOS are now considering

that they themselves would address a request to the

judicial authorities in not-far future'to the effect that

the NBOS eagerly want the authorities to deal with the

proof even before the provision therefor be entered in
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planned amendment of the Patent Law.

The MISSION expressed an earnest desire totp.eNB9S to

the effect that the NBOS stl()u],!1 make.the best of.handling

this prol:>lemtowa,rdthe iJ;llp+.ovem.ent.

(2) Definition of ~!,!ac::tiop.c;op.dition in Process Patent

[see ..!i'()s:i.t:i.()!l Pa,p!'!+[l]. 2,J.2JJ

Unde+. the.cup:!'!nt·exaJ;llina,tipp.pra,ct:i.cla!l in .~ll:i.wa,p.":i.n

the case of.a,pa,t!,!p.t.a,pplicat:i.on.+!,!lating,.toa .p+oc!'!ss,fo+.,

the prOdUC1;:Lop..•ofa, c:l1eJ;ll:Lc:al p+()duct.:Lt.is r!'!qui+edt(),

define the parameters of deta:i.lec:Lreactiop..conditions(!'!..

proportion of materials used. reaction temperature, reaction

pressure ,so1.vent. Plf ya,lueoc. etc:.).whictl are.notc()nce+!led

with the essential constituting elements of the invention,

concretely and clea,r1.y in. detail in Cla:i.m.•

Howeve+, when the ClaiJ!l of a. p+ocesl'l.· patent is

restricted by such P5lram!'!te+!l' of th!'! deta.iled reacti()n

condi t:i.on!l :i.nl!uctl a wa,y.the !lc()P!'!Pf a, pa,tent right will

be extremely.·.nar+()wed.anp. .:Lt.will..' become ellsier for·...the

third party towo+k ttlepa,tented pr()cess withOlltca,using

infringement thereon. In addition, as for the productwhictl

has been produceg. a,ccordingtothe Sll,!!'e processa,s the

establish the f.actofinf+ingementthel'eon.

389
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Therefore, also in this coiU1ect'ion, the sUbStan'tiveprotection

of the invention with respect to a process patent can not be

expect~d"iit'a.l1;'

According1.Y, th~ MISSION rlaq\iestedi:othe authorities

that such peculiar examinatibn"practices'giVing"only)a'n'

extremely narrow right for a process patent should be

properly 'revised' i:ntheway th'a'tmost of' countries of the

world are currently implementing to'givea'rea.sonab1.e

protective' scope' for> a.'prOcess) pa'teriti> saying' that 'the ,",

countrleswhich implemerit'isllch peculiar ,examination

practices are orilyfew ones'sllch astheSoviei:"Uriioni

Argentina;etc';'other' tha,n Ta'J.wari'.

390

Nevertheless, it seerns,·tnaVitwoulCl' take time ali ttle

longer in order to meet the MISSION's request.
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3. Iden~i~y. ¥.i.1:P tpe. Specifi,ca.~ion ofa FPFe~gn ~gpHc""t.ion.

[see Posi:tion Paper [1], 3.J
'"., ",." ,_",., ..... '. ,;e.. : .... ,';

Taiwanese Pat.ent. Law, Art.icle 60(4) prescribes that.

"a pat.en~ as issue.d Ilha.ll. bll can.celled. in the .casewherf;l

cont.ent.s of the specificat.ion is not. identical with that,,'

of thli', IlgegH~c",~i9!1iof1:Pe 99r.resp9!'di!'g, applic",~.i0!), as

filed.;1) a ;9;'~i,g!, gp\l,\~ry."

On thll q1:he;- l1iil!,d! ".""hll,\app1icp.!'t-Il. filii' ",.pgl~c!<lt.~S>ns,

t.o foreign count.ries out. Of their ow:n9pun~ry"theYUllually
"S· .• ': " ;,) :, ':""' ..-'/:- ',,_ ,",'. " ... ,', ""C' "'-'_':'_·',,·.i ..::.' ...; __" _'.. '_:~ _";',', i\

t.ake the following st.eps from the viewpoint.s of right. and

prot.eg,t;i9n, exgli'nslls, propf7d.ure!l 1l,t9.!, That. is". t.J:ll,:app1~9<l,\t.S

some t::ines'l-dd,spme ne"" ,rna~~erll .,(1l.C] " ¥or~.i,\g,e){iilll\ples) t.o

the Iipegifig.,,:t.~9n as i:illld ,in the l:~rst counj:ry <lndfile

said rev~slld,IiPecgi9'l-~~P,\~o the .sepo,\d. P9H,,:t-;,y!, oz

somll,tilllli',st-h,llydriilft a, Iige9gip<lj:ip!' I:>Y c0lll!:>in~n9' the plural

specifications as filed in the first country and file said

cornbinedly drafted specification to the second country. In

sucl1gases,itwi1,jl l';0lll",tilllllli,h<lpPlln tpa~ cc>nten~sof tl1e

second iil,pplMa~~9,,:are, ,,:ot"''I<lp~;Ly~h,e 1l'l-1lI1i' ",lit-itat- 0ft-h,ll

first. application.

Therefore, provision of Taiwanese Patent Law under Article

60 (4) i"reallyexcePHo,\;l1",9co,;-d~ng~q the POllllll911s,e,\se ,9f

thei!'te;-nat-ional",9ciety '. i,fl,th,ll ind.\lIi~riiillpr9peE1:yfield.,

Accordingly, the MISSION requested to the authorities

391
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that the provision of Article 60(4) shou1d be abolished

and the restriction on the foreigners bel!lilllinated.

To such MISSION's request, the NBOS's view was as

follows:

The NBOS'a&mitted that the provision under Article 60(4)

is very unreasonable. However, up to ,the present, there

have been nbcases· whlu:'~l. pl.tent wasC:l.nc~iJ.ed by',

appiibi1t:ion Ofthi~provision.

Note The MISSION pointed out that there'was the case

'in 1964 where the patent was cancelled by this'

provision. To this pointing out, the NBOS said

392

that cancellation of said patent is 'only one'

caae so far', which was decided about 'twenty years

ago.

- The NBOS are considering that they would bring about this

problem to their upper authorities (Le. MOEA) in the

course of cancellation of the Article 60(4).

4. The Decision of Rejection on the Ground of New Reaso'n in

the Re-examination Stage [see Position Paper [lJ, 4.(2)]

of Patent is conducted in the two stages, i.e. the first

.'
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ex~na.1::icm stage. and tl1.e ~e-e)(a,mi.nati.onlltage in tl1.e. cMe

whe~e an applicationis~e.Je9tedintl1.ef:i~(;tone.

In the course of s~che)(aminationstage~,in caSe

whe~e, afte~ an application is ~ejected on the g~oW}d of

Reason X in the fi~st examination, the applicant demilnds the

~e-examination of its application by submitting a w~itten

a~gument to the Reason X. Neve~theless, it is.a matteF, of

no uncommon occu~~ence that the said application is a\?ain

~ejec:ted on the g~ound of newly cited Rea,son Y without any

notice (in othe~ wo~, ,without any chance fo~ .the applicant
.' ..".... ,.. ,,,,,.... .. , .. c ... .'" .. _ .. , .. " ,".. ".<.__." 'c-' , :co,' ..... " .'.;'.,' •.. -. '0" ••• ," .....

to state, any a~gument to the n,ewly cited Reason Yl in the

re-examination.

Such, ,a,"'''Y of,theexllfl\ination is un~easonaple, bepa,us,e.

an applicant pan not have a cha,npe of stiltill9 anyar9lJ1l'enj;

to the newly cited Reason Y and is forced to 90, to .the

Appeal Committee, demanding its reconsideration of the

application, .fOF ",hiph it takes much times and posts,

which is inconveni.entfor theaEpliPilnt.

Accordingly,. j;!1e.uSSIONst;rollgly ~equest!,!d to the o.fficials

that such un~easonable ",ay Oftl1.e eXllfl\inatioll should be

improved.

To such MISSION's request, the, ~pS~s view was as

- Mr •.Hee,Di~ector"himselfthinks ,that the decision of

393
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rejection on the grou<ld of 'newly cited Reason without any

notice in the re-exaniination is very unreaso'nable

dealing'as pointed 'out by the MISSION.

- The reason for causing such situation is due to the fact

that most of the examinations are conducted by 'the

External (Entrusted) Examiners, and j)'itter complaints are

heared against such measures from the inside and outside.

- Even at the present, theNBOS is cjuiding the External

Exami'ners in their "examinati~n wa;, saying that "when a

new reason for re'jection is' fourid out in the re-examination,

an examiner shah <give to an applicant once a charice of

submi,tting a written argument."

Anyway~ in order to' irnprove"such unfavorable situation,

the' NBOS' wi'll continue to 'guide the Examiner at the

various ::'bc'Cas'i'bn".

5 Submitting of the Original Copy of Documentary

Evidence [see Position Paper' [1], 4. (3) 1

Under the provision of Article 29 ot' Implementation

Rule of Patent Law, for the' case where documentary evidences

are employed as prior arts in the opposition or the

invalidation trial, it is required to submit the original

copies of the' s"id eviderices;

However such documentary evidences often belong to a

publiclibra'ry(e .~. theDiitLibrary;tihivers:ltylibrary,



etc.) or private pb'ssession, butinot'toan :opponent,or,ai r

per13on"whb(idemandsaniinva'lidation itri'a1;~ In',this 'regard,

sucWcase<where'theOriginidcopy o,fa, documentary evidence'

is not" aJjliE'tb' slili'mit as required will very"possibly happen.

'.Accordihgly"theMISSION requested:ito ,,'the offici'als'

that application of ',thesiiid'provisionshould be soften so

that a counterpart :(e;g.' eJ:eotrostatic:copyJ of the

origihal'ddctiln'en€atyeviderice'lllay'be submitted in case where'

the ot'iginal"is 'beybnd'ic6ntrol of ithe <opponent,: Jete.

a counterpart of the original document as submitted
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would be .pzoved to be.the· same as:thepriqinalone.

'Ac.cordinqly, ·in caseoL.the·fpreiqn~ps.(e •.q •..,;Japa.nese),

a certi'fiedandleqalized copy.pf 'thli' priqil1ill .doc\lIllel1t,ilryc

evidence· is acceptable. 'I'hatis, it meets the Pllrpo.sli' of

the Article 29. Hacopy,per" se of th.e. oriqil1al 4pc\lIllli'I1t,ary

evidence should be .c.ertHied to. be the ,tr.u:th, by a.notapy

public in the foreiqn cpuntpy.. ",here a copy is opt,ainli'4,

and. then be leqillizeClPY tlle.'I'.aiwal1esli' diplpDlilticcll!ll1nli'ls.

as concerned ,,·,(io,e c, il·cpnScu:J;atli' pp ),1 :4:iplpl1\.atj,c ,ilqel'lcY pf

a like nature) or the National Bureau of Standards.

6. Other Informations

'I'he· MISS.ION ·obt,ai.nedSOl1\einfprmiltipnon,tlle ,'I'aiwilnese

Patent Syst,el1\by.me·,msp; ,question ,'.nClanll",ep. ,Quest,ionsc

were mainly.dirli'cted.t,o· ,~,",.Lee r: >.Ilirector, ..ofthe

Departmentof.,Patemt.ilnd .,tllli'fol:J;owi,nq informatipns werE\

receiv~q;,_'

(1) orq.anizat,iipn and Steps ..p; EXB.I1\iniltionj?rpcedure

'I'he orqanizatipn and. the st,eps.of li'lCami;niltj,on

procedure are as schematically shown below.
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and the same nature and university teachers and exteachers.

The constitution of the exarniners classified by the

industries is given below.

st':ldY9r:, bus.inessof one

The,National Bureau of Standa,rdspelpng to the Ministry

ofE:conolTlicAffafrsandincludesfour Departments, namely

Dept. of Patent', 'D",pt, of Tr.~demark, Dept.·ofweightsand

Measures and Dept. Of Standa,rdl3

{2)'Examiner

Me~ersof 'th~iex~~ation committee include the" .. - ,

with 1 to 3 years of experience

internal (in-house) Examiners (officials in the Patent Offic:",i

and External (Entrusted) Examiners. There are 53 officials. .
in,·tgtaJ; in the llept, of Patent, O:f wh,om 42 are regular

gd~~~rui:~ntal offJ.6J.als (of whom 9 are the full-time , .., ).

Examiners) and 11 are temporary officials. For the fiscal

yeary1983, there' is 'a plan to incre;,!:se.1;Jle staff by 29.
*full~time Examiners. External Examiners are selected from

among persons having a rnoister's degree, university graduates
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May 2, 1983 reported as follows:

- 25 .,.

said system into operation.

Tai.warie~eNews Paper (Daily Economic) dated

of the Internal Examiners.

are entitled to be an examiner, to the post of

the 'Internal Examiner.

- The Government have agreed to pay 6 million Yuan

about 36 million Yen in Japanese currency} out

of the reserve funds for newly employing 20 staffs

..,' ,', "', "

- The NBOS is studying on adoptation of the

Internal Examination System and planning to bring

- On the other hand, the NBOS are planning to

* Note

.
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Accordingly, the Department of Patent will be

iibleto sechre about·4Q Internal (fuH-·Ume)

- Then, utility model and industr.ial design,
;" ,",

which are of low grade in technics, will be'

e.xa.Illined mi'lil1:!,y bY tile Internal. Examiner to the,

best of their abilities, while patent application,,;

most of which are filed by foreigner, will be

examined by' the 'External Examiner for the' time

being.

(3) Examinadon

Substantive examination is. performed ~ostly ,by ~xterna:!,

Examiners. Consequently, the indication by the MISSION of

lack of unity in examination was not disputed.

The NBOS announced that, in the present state of

scarcity of the Internal Examiners, there is no choice but

to entrust the External Examiners with the task of

examination. The necessity of establishing the standards

for examination is strongly felt. Such standards are in

preparation and, when established, will be published.

(4) Interview with Examiner

Formal interview is not permitted at the present,

although in very rare cases, an interview was granted at

/
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the discretiol1 o:f ,the Off.iclil through the intermediary of

the National Bureau of Standards. ~oweYlilr, as the MISSION

poil1tedo~:t, the NBOS themsdves think that an interview

should be preferabl~ conducted.

Now, most of examinations are entrusted to External

Examiners (Note: almost the professors of university and
,-. ".. ., ,

college), some of them working at the distant places.

TherefOre, it is difficult to obtain an interview from
• '_ d •._. ,'_ • __ .' ....." _,_ ',. ",c'-,- ,'",," '._.. '.', .... ,_ ',_ .. , .. ,

the viewpoints oflilxp~nses al1ci,co'::fidentiality: Under

such situat.ion,it is imp?ssibllil,to :r;eq~est such examiners

to accept,an in:t~ryie'9 with the appliciints since the NBOS

could not control the External Examiners and such examiners

are not the official staffs in the government.

Nevertheless, the NBOS are considering that such formal

interview system wo~lci" be made a,s, soon as poss.ible, when an

increase of the, in-house examiners is realized.*

* Note Taiwanese News Paper (Daily Econimic)

dated May 2, 1983 reported as follows

- Bitter complaints are heared against the NBOS's

Jt\easure that they have not given a chance for an

applicant to have an interview and discussion

with the Examiner

intention to partly release the interviewing
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"system to an applicant, but are stuoyirig on

payment of the e~perises therefor so that"' th~ "

examination may not be hB:imfully"influenced by an

abuse of such interviewing systein.

(5) Secret Examination System

The secret examination system r~fer~ed to in' the

questionnaire addressed by the MIi;SION is rath~r a fa~lty"

expression. Sin"ce most of the External Examiners are

university tea"chers and are not public serva"nts, th~y

cannot enter or sign their naines in official'" documents. "

Although the examination syste;" seems to 'be a secret one, such

is not the reality.

(6) Trial for 'Invalidation or Cancellation

Due regard is being paid so that eXaJlliriations b~ ;n~de

by examiners as much experienced as possible. As a rule,

One application is examined by one examiner. In exceptional

cases, when an application covers more than'"two te"chnical

fields (e. g. chemical, mechanical', etc.), the applrcation

may be examined by mOre than two examiners as concerned

jointly. The possibility of a collegiate system b'eing

adopted in the trials is little for "the time being because
-, ,-
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•

(7) Demand t"QrGrantp.t"!!pmpj11s0l.)" ,:Li,c:~n~e,

Only a few demands have been made based on.!U"tic1e.

of the ,P",t,ent La.w,,~c:c:or4ing·,,\:P ,the s'\:"'ti!!tiC:1l ,fo;-$e

lates t 5"yea;-s,']) ,,~,elllan4s.,were,&il,~d ,wi$tl1~,Departm~nt o,f

Patent, of wl1ic:l1, ,5 .g.elllandSwe;-·e,;-ejec:t~d<il,~ ,l1av:ingnO,'

grounds. In one Ot",.;twpc:as~sacc:ePted"j1ppn,,,,ppe.,,,l, , de.c:ision

was,given infav:pl:',of .tI1epl1l.intiffJpatente~h 1\rlotl1"r

case i,s, LnPW; on t;-i",l

(8) Planned Amendment ,pi"Patent ,1,aw,,'

As; .ec ",the .preo;entS\ll:lje,Ct .matte;-o; .,plannep. ,t"Clr"thei,

amendment .of ..,,,,,tent, ,.Lawt: ,the".1'!B,O,S"annClj1nCeg. .ast"Cl11Clwo;.

1) 'l'Cllll'lke;,hea,v:y"the·Penalty ,,' (e.,g.raio;ing.pf,fi,:ne;) ·for

p;-eyenti'ng tI1e i.i,mi,;ta,tion ·and, ,·i,nt";-in,g,ementClfthe"

,patented'i,nventi.on,.

2) To settletl1eprol:lle.m Clntl1ej1nPatentablesJ1l:ltec:t

matter,.' (Patent, Law ~rt,.,.4 ).,inyestiga1:,ing, andstj1p.ying

as to whether a ,patent , o;h",ll be ,grant,ed .toc:l1e.mi,c",l

substance and pharlll",ceutical 'prQdj1c,t.

3) TCl shorten tI1.e periog.·of,proc:edure.steps t"Clr .tI1eadmi,­

nistrative rel;i,efso ..",s ,tCl,,,speedil,ys,e.tt1e ;tI1etr.oj1ble

in respect of patent.

7.

The.MISSION had discussion with people of the American
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Chamber of Conunerce",Taiwan',AsianpatentAttorn.ey 's

Associatidn.; etc.

In.sucih discuss~ions', 'the ~MISSION'"ere very impressed

by the activeactiOn m.ade byt.hephatmaceut.iea1 commi, ttee

of the AmeticalCharriberOf'ColllIl\etce;' Taiwan. (AC:C.).

'ACC's peopl:e !~s 'cionundritsareas~'foll:ows;

The visit 'of the MISSION 'to Taiwan this time isvety

beneficial and instructive and ACC "ish td highly

estimate their visit to and activities in respect

of industrial propetty'iriTa'iwan.'

EurOpeanarid"Americia'rien.ter'prises ldc'ated'inTaiw,>.n

alSo'sUbll\itt.ed the ,position 'Papetre PatEint.abHitY'

of Pha.rm.a:ceutical prOductsan.dhavebeen.req:uesting

the Taiwan.ese'Govet'nmentAuthoritiesto ill\p'rOvethe

present Taiwanese industrial propet'ty systell\, which

is ~ riot always satisfa.ctdryat the"preserit •

- ACCaregoing to continue their request"to the' Taiwanese

'GOvern.ment, 'a:ndtherefore waritto ~act in ~ this

respect in cooperation with Japan..

As to the aboveproposal,theMISSION promised Japan.'s

coopera'tion with European 'and Americari sides.

- 30 ';..

8. Taiwanese News Paper (Daily Economics) reporting on the
,,~ ~~ U~~ P ~ ~ ~~~ ~,,~

MISSION

Taiwanese News paper (Daily Economics) dated February 25,
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1983, in which the NBOS's views expr~ssed in the,meeting

with the MISSION are reported. Translation'in English

of said News Paper is attached hereto as ANNEX 1.
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Chapter 4. Appeal (th~A~~~~l ~6mmissi6~, ;';{~i~fryof

E6onomi~il:i~{;~r

The MISSION could have a ch~~g~ of meet{l'lg aricl.dis­

cussing about the Appeal matters relating to the industry

properties in Taiwan with Mr. Chin-Hashang Chou, Chairman

of the Appeal Committee,Ministry of Economic Affairs

(MOEA) and 11 officials as concerned, and obtained some

informations on the matters, which are briefly reported

as follows.

1. Organization and Position

(1) Organization

The Appeal Committee (hereinafter, "the Committee")

is a committee under the direct Control of the MOEA and

is composed of 12 members (of whom 4 have science and

engineering backgrounds), most of which are advisers of

the MOEA. The members of the Committee are required to

possess the qualification for university professors or

of doctors or to be men of learning and experience.

As the subordinate organization of the Committee,

there are 21 Internal (in-house) Examiners, who are the

officials of the MOEA and all of whom are graduates of
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(2) POsition"

Elasedon administrative controlright"the c::ol'lllllittee

aims atrelieving>appellants from undue or illegal dis­

positions made by sUbordinate 'administrative organs.

Under the Petition Law instituted according to Article 16

of theConSltitution, th~CojTlIllittee has the au~o:r:i.t;yto

hear and ,dealwitl1e;t:issa,~isfac:ti0ll.sa9a:insEadministrat:iye

dispositions. In,actualitY'>aIlpealsconc:erned with

industrial Rrop,erty ,righ. ~o;, (patents, trademarks ,etc.)

acccunt; f"r ap ...90% "f>~e cases,theremaininq being cases

in the agricultural, industrial and commercial fields.

2. Examination of the Appealed Cases by the Committee

(1) The Committee as a rule examines and reviews whether

an administrative disposition is legal or illegal. Legally

speaking, however, it can give their own decision after

sUbst.~nt..ive exa~iIlat:i.Cll"lbY<annulliIlgthe National Bureau

of Stand~rds(ilkOS) de~:i..s:i.on. In practice, the Committee,

as a supei~i~ory a~thorlt.y, sends back those cases, in

which th~giiginalde~.i.s'ionsare t.o be reversed, to the

relevant sUbordinate administrative organs for't'he purpose

of training the same.

The 12 members of the CO,mmittee giv~a decisi"n after

consultation under a c:ollegiate system.
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In case the ayes and noes are equally divided, the,chai=n

has the r,ighj; ofdecis,iCln; When the case.is complicated,

one of th~ rnE!rn!:lers is nominated, who reviewed ,the 'case

until the ",ext meE!ting. E"chmeetingdeals with about 50

cases;

(3) The s1Jbstanti.ve study of theeontent of eac:h case is

closelyrna.de rby' . the Internal· (in"Ji.ciu~erEl<anu.ners» (21

examiners ,all jurisprudent uri:i!V'ersitygrad.uates r, In

some cases ;eX§ertopiriions of . the Externa1c ('entrusted)

ExaminersareirivHed)a.lthciughsuc:hOpini61{~'ate not b'ihd....

ing.

(4) In case where there are opposite parties such as in

an oppositioh, invalidation or cancellation case, hearing

or on-the-spot inspection is co~ducted as necessary.

In 1982, 29 hearings were held.

each of the documents as submitted to the Committee (e.g.

petition of appeal, brief, evidence, etc.) should be sent

to the NBOS. The NBOS should submit a statement of answer

(5) In case that the decision on reexamination as given by

the NBOS is dissatisfying, the applicant.can appeal t Cl the

Committee. A brief (a statement of reasons for appeal

should be filed within 45 days after appeal A copy of

..

408

the Committee wHhin20da.ys after it~rec~ipt of the brief.
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,.',: .

decisionof the rejection on its own initiative,
p ...• < •....-'. >C_ .• ,' ,_. '... ,_, '0 •••••

(recognizing illegality of the said decision) during,

prosecution. The cancellation was made ,at the time

In 154 cases, the NBOS Standards cancelled its own,
-, i

d
' , ,- .':;" ,- -,,', .. , , ••

a,ffi;rned, ,hence "the original decisions were to be

reversed, an,dthe cases were sent back to the NBOS •
.. -,,,-' ,

In ~, 539 ,case~, thE!,ap~eals were dismissed (in 41%

of these cases reappealing was made)

when the statement of answer of the NBOS was to be

submitted to the Committee.

In 662 cases, the applicants' causes of appeals were
,-:, -~: .' .~. , 'c" ":. .~ ':', ;", ::\ :C" "',,' ,. _" ',' ,', :_ ':.c.

Numbers of appeals : 4,355 cases
,.~.

months for the NBOS to submit such a statement.)

3. Appeal Cases relating,to Patent and Trademark

Applications (1982)

(In patent cases, as a matter of fact, it takes about 3

Decision is made in about 5-6 months.
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Chapter 5. Trademark

1. Generals

with the increased demand for brand-name of goods

of advanced count~i~s in overseas mark~t, various types

of counterfeits and wrong acts have invaded the market

of genuine goods in an intern~tional scape~ More than
. .

90% ofth.e counterfeits are said to be produced and

sold in Southeast Asian countries, or exported from

these areas to overseas market.

The Trademark Committee, Japan Patent Association

have recently (1982) made\a survey of counterfeiti.;'g on

the trademarks of Japanese companies, details of which

are reported in the Paper Presentation titled "MEASURES

FOR PREVENTION OF INFRINGEMENT OF TRADEMARKS IN SOUTHEAST

ASIAN COUNTRIES" presented in this the 14th International
! ,''C' : ..•..c,,..,<,

conference of PIPA. As the results of said survey, ·1t

revealed that the highest ratio of the counterfeits is

found in Taiwan as shown in the following, and 45% of

total of counterfeits is produced in Taiwan.

Countries where ·counterfeits were found

(Total: 54 cases over 12 countries)

Taiwan Thailand Hong Singa- Saudi Kuwait Korea Phili- Ma1ay- Others
Kong pore Arabia ppines sia

(16) 30\ (8) 15\ (6) (5) (5) (5) (2) (2) (2) (3)

11' 9\ 9\ 4\ 4\ 4\ 4\ 5\
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Under such situation, Premier Sun Yun-suanlast.

year dh'ected the Minist.ry of Econo-m£c-Affairsand-the

Ministty of Legal Affairs to hast.en the pace'ofrevision

to the trademark raw; patent -law and otherrEilated

regulations.

Then; the authorities as --concerned haclc;ol'lQ.ucted'(

seri6l,1;ss't):!Q.yof il.lternativestocombat-illegalpractices

on the partunscrllP1l1ousQusiness1!'el'lsllchas_C;Q1Jl1Jlercial.

counterfeit.ing, tradelllark,etc~ in order to preserve the

good reputation of -TaiwanEiseProductsin -the -international:-'

-Illarket_place;

ThemattEirs inclUded in the MISSION's petition' and

questioririaireariddiScussEid lllairilywiththEiNationa.1 Bureau

of Standards; DEipartmEiritof Trademark as well as the

matters discussedw:lthBoardofForeigri TradEiofthe

-Ministry of Economic Affairs are summarized below.

2. 'Department of Tradelllark

(1) Amendment.s to the Taiwanese Trademark Law

The Legislll.tive>Council,thelegiSlative organ of

the Tai.wari, discussedabillforp_artial _amendment of-

the

from early January, 1983, and passed the bill on January 14,

1983. The new law was promulgated by an order of the

President and came into force as of January 26, 1983.
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The important points of the amendment are explained

in the fOllowing~

1) StreI1.g,th~I'lAng;Qf'(~~nalty ,fPr ll,c.ts, c::QIJlIll!1;t:LI1g :I:l'lfrin9!,m~t:.y

!9'",wly.proyi,si,cms for s1;r!'ngth!'ning1;l)!' pellaltya~!,.

inserted in1;o'iU:1;i,cl!, (i2,:Wbich;ar!',lilbown.a~fo1J;ows.

- Supplement 1

A persoI1.who d.efl'auds anoth!'rwith inten1; !:?y.\!siI1.g a

design:.Wbi.cb.ilil,:id.eI1.tic::al.,~i,tb:or;si~1a,r..:.1;9 a well-known

foreign:1;rad.emark.which .,has,not·l:;>een registered in. ·th.is

countl1Y' .,'for;1;be:same 909.d.S or 909d.s iI1..: th!',S.ame c::l,alillil,;' .".,., ....

shall ·P!'.::P\!I1.ililh!,d ,:,w:Ltb,alJ,:imprisonment, of·.n9t m9re "th"n

three years, detention, or a~ of not more than,,30,000.yuan.

The"al:\ov:e P\!I1.ish1n!!n1;sllallapplY.t:.9t:.be c::alil!':9nlyif

the :C::9lJlltry··t9Whic::b.. Sllc::b fc:;>rei,9I1 maJ:"k1:l!'19nglilha~ ;th"',l.a""

or treatY9r a,gr!'ementwitb !;ll!,~ep1,1blig,9 f:<::l;inaf9J:" Y

reciprocal. protection of;t:.b!,;r!,gist!'r!,d"t:.J:"ad~maJ:"l<s,i"the

Republic of Chi,na.

- Supplement 2

A person who knowingly sellsth"".C::9mmoditielil',lilpec::ified

in the preceding.:twoiU:tic::l~s,.01', d.isplays the same.for·.

sales wi th'iI1t",nt, expor)Olil. or import:.~,the.same .shall I:;>e.'

punishedwi:\:b .an .:imprisonmentof 110t:more, 1;h"n one ye"r,·.

detention,.!,,,·.,,,. fine "0:1; not more th"n 10,000 yu"n,
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- Supplement ,:3

The commo,dities to be maIl)lfactured,sold, displayed,

exported, 91' irnp.ol:~ed which, yiolate,the ,pr?visipl1s, of, the,

preceding, thre~ l'rtiC;::Les,>b(21onged~ot!le,cri!l'inals 'llpal1.

be confiscated.

Under the above, new. pr9yisi0!1' 0J.1r" foreigIlershope,

that the Tai'11ineseG?Ve~lllentauthorities will.take

necessary,. and j uSt.~fiab:Le measures,

2) Use of Trademark

[) Proof of use .of Trademark in l'pplicatioIl+?1:"l'e<;l~st.ra.,

tion for Renewal

New Provision ,was inlle1':t;ecl' '\1l,SupplemeIlt 1(2l,<in

Article 25, providing :t!l1it. "'\!1 aPI:'licil.tionf?r1:"Mistration

of renewal filed within the termqfe"clus,iyerigpt of use

of a trademark maY not be., approved ,ifanyo~ ,t.hefollp'1iIl,g

cases is occurred: - •••• 2l Having not been put to .use ,

without good cause, within ,two years prior, to the aPPlication
.',- '. ',c.: -', ",.,-', ,',-' - ......: ..:....; ..::.. ,•._ ..·:,',i......-.'.. _.'.:,:/.~.- ... "'C', ,- ; .,:",._.,:.,:, , ....... ' •..,.- .. :."

for registration of renewal.,

Accordi!1g1Y"theowners of, registered ,tradema1:"lts

have to I:'1:"ove, their use Qf the trademarks when theY. file

® Non-use Period of ,Non...use CancellatiOll Sy,stem

The amendment, bi,P P1:"esented t.his t~e p:::?ppsed ,t.hat.

the non-u,sepe:::iod shQuldbe, :3.yea1:"s.HoWeyer, iIlv~e'1 or

413
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the current status of Taiwan, 2 years was considered

adequate,and accordirigly,2y~iNs;,iaspro\l:id~df6r

unifornuy inArt.it:ie'31;par!i;2 ofthl! TradEirit..iktaw.

G) Brbadenirig or Stahdardsfor ·'Ackno\.iikag'klllent. of Use

In connection with Proof of Use and

cancelJ.at.tonsystelll;:thestandards'forAckrio",iedgkmkit'

of Use wereinore broildenedl:>y.tn~eft..i.bl'lbfadd:i.t:i.ohh

of the law;

trademark.

In connection with export of product, a trademark on

a commodity, the package or container" thereof, circulating

in the export market :i.s also regarded as the use of a

41,4
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In connection with import of pro,duct f'rom foreign

country, the non-use of trademark having r,egard to goods

of the import prohibition goods list is interpF~ted, to

be justiable cause for non-use.

Since an "advertisement" is also ;-eg<lrded,<ls the use

of a trademark according to, Article 6 after amendJ:nent,

the problem that i17 is diJficul,t for foreigners to,

establish the fact of use of trademarks due to import

duties imposed on foreign products is considered ,to ,have;

become not very serious.

Protection of Un-Registered Well-Known foreign
.. .. .. .. .., ' ,. _. '" ,. ...., ", .. .. .. .. -.' -,"" ',- -' "',' " .. " .. .. -' .' ',- .. -' - ,.- ........ -, '. ,,' ,-,' ".":.. .. '" " ~

Trademark

In accordance with the amended law (Supplement 1 of

Article, 62), unregist~red foreign well-known (famous)

trademarks also can nOw be protected. However, this is

on the reciprocal principle. When there is no reciprocal

treaty, protection cannot be received. Therefore, it is

hoped that a way, be looked for to make a reciprocal treaty

on the pro~ection of such trade!""rl<s.

There are no standa;t:qs for judging as tosimi.la;t:i~:y

of goods. 13as,ed 01'1 the Clas,sificll,tion ofgoo,ds ,tJ;1.0se

goods which belong to the, same cl<iss are regarded, ,as

415
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similar with :one ~otiier.' ,

The're are 'classified tables of goods according
C

to

the old arid new' 'classification~as an'in-house material.'

This is for use by examiners only and,has not been'published.

Its future pUblication of such tables 1sno't. being planned.

A detailed classified table of goodsaccordirig to the new

classification' is now' in preparation arid will be PUblis'hed

in the not far future.

2) Actual'State of Obligatory'Ihdicatio-n of Licence or

Authorization

The obj"ect of in'dicat'ing the fact' that the article' is' "

a licensed or authorized one is to make the orig:i.h of the

article cleart6' consulriers. 'suchihdicatlon iii Obligatory

under the Trademark Law (Article 26), but in reality is hot

practiced.

Failure' in such author'ization' indication is a reason

for cancellation' 'of' the approval of the'lice'nce, although"

there is' no precedent for such cancellation of apprc)v'al.

How to make such authoriza.'tion indication 'is hot

provided for definitely. It is hoped that such indication

be made in a clear and distinct manner in actorda.hbe'w':i.i:h

3) Foreigner's Right to Lodge a Complaint

Whether a 'foreigner has a 'right t'o lodge a complaint

is a problem 'to be judged by the court.
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Nevertheless, the .G9ve;I\llIeI\t .i.tseJ,fili;studying this pro.,..

blem. In the past, several study meetingswe.re held.c'lllder

the aus:pices 0:1; the ~inistry of EcoA9lllicAffai;s,.,,!,~ic:~

is appealing to .the MiI\ist;ry ofJ",stic~,to:grantfpreigpe'rs­

the right. tolodge.a<;:9mpl~int. (Acc:ordillg toa ·recent

news, it seems that Arnericans now have such right on t.he·

basis of an inte;pretation.of,the past.agreement between
,'- ::. c·... :- , '.• '" ,', '.',' 'p-, •.•. ',._"

the two count;ri.es,' )

4) Establishment of Court.o.fTrade~rk.and."atentAppeals

The Goye;nmeI\t is1m:lined.to .establishtheCourt of

Trad.ernarkand .Paten.tAppea}s. The National flurea""f.

Standards i.s of t~es~IlI~PPi.llion.

'.l'he MinistryofEcon9Il1icA:~f~i.rs ha,s~l;eadY:Jorma:L:LY

appr'oached the. Millistr;,' of Justice inthili; respec:tand:hppes'

for all early realization. Whether .as.sociated organli;.are

inc.1 uded in this cO.urt is a matter of court organization

and the National llureau of Stanclards has. no .proli;pec:t. ill.

that respect for the time being.

S) Enactment of Preven.tion of. Unfa.ir Competition Act

The Millistry of.Economicl;ffai.rs is studying iI\pre;

paration "f .the enactmen,tof the. Unfair C9mpetition, Pr",-

so on are unknown.

417
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3. B6ardofForeifgnTradeof'theMinilitr§6f

'Ec6nortiidAff'ai'rs ( "

The ;MISSICJN could'liave<>a C:liancebffueetin,tari'dcri\;";

cussirigwith Dr; J:lin"'hUhgCWian.g,i3eputYbit"'ct8r(;"'ne"'~i

rna i nlyoH>the 'trademark matters i.n'C:onnectiori..iith'exPC:ft

and import"ofthe goods asconcetrte"d.S"'rneinf6iffi,iti6n

obtai ried"";"there" ;are'J5i±efly'repor ted;as if'6±io.i's.

(1) Role of the Board of Foreign Trade, Imitation"

watching'and'Pteiiierit±drisW;g~oup

The"Board of "For"ignTrad"pbssesses a great. concerns

in infr ingemerit OftrademarkS'andpateKt:sartd{;;play±n,j a

role of the administrative and'prosecutdryrtatu:rein

s peCIM'" group"" Imita ti:driwat.'<::h'.frig'artd 'pteviirttibhsbbi r()';,'~"

with"tlieDeplit'yDfrect6r of t.heIlClard of Foreign' Trade' "

beinglead'Eirof said group. Theprindpai'"objectbf this"

organ is toehmiriatei'theglbomy imagefron\an irtternati.bn"i

point of vieiwasc6min.g'frbn\actsofinf'±'i:rtgemertL

(2) Outline of Activities

In Tai"an, governmental licenses arerequiredfbr the

export'6f prodilCts(the licenskissue service being

entrusted to bimkc::lerks iriusu"l Cases other thanexcep'"

to the products in said licenses is obligatory;

An application for issuance of a license should meet the

following requisites:
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entry of "no trademark" is requi,J;El<3,/,'

',;::l,j.;In;C:il,se,s, ,~pe,re,a" ,;regi,s1;eredtraq,e1Mrk,i,'s ",SElq"

a,'i;;ta,c:PItten1;, ,of', a,c:oPy,qf'"th,e ,Ce,r'i;i,f'icate Of",

, ,~gis,t:r:,a ti,on ,is, ,'J;equir,ed; ,a,nq,

,,3);I)', c:;a!les wh,ere"aApr,eigll"tra"q,erna"l'~ is :,,,,s,eq,,,,"

, At the custornhquse, the, trad,emark, entered .Ln the

any of, ,the ,caS,e,s, rnell,tip,ned",pelqw, "the c",s"tqrnPp",se,.'s,e,n,q"s,.",

Lj.; ,In :.c::a,,,e whel'e, a,di,sagr,eemer"t ,i,s found between

the two trademarks mentioned above;

2) In caae wper,e,although"tPe two,traq,emar,ks -az e

in agreernen1;"",<the1;rade1Ml'~is ;,a,~ell...known(farnous}

foreign trademark, hence there is a possibility

,°fthee l\Porterirnita,t:ingsa,idforeign traq,emar~;

3) In casa whe re the i,ndica,tion, Pfthe c::ountl'Y of

vioLation of the Law and rules • Accordingly, the Board of

Foreign Trade ,gives a 'warning ,to ,orinflic::tsapenalty

419



420

- 46 -

(e.g. carie:eJ.'l:afiori 6f't.h.e'·expbttl-icerise':for a.defirifte·

period) on t.h.e expor;€:Eir,r'"

Incase' wnere-t.h.e-·;traderna.rksdisagreewlt.h.'eachother,

whether there' is 'at.r:a'demark'irl:fririgeinento ':is·:irivest.lgated

by inquiring the Nationai'B'urda.u 'ofS'ta'rida.:ids"a.bouttltc

trademark actually a't:ta.e:hed :tdt.h.'e:l'rOduc':'t',; I'frid re'gistry

is foun.d'·'fn::thEi Bureau, 'a:warrii'rig:is'rna.dd'.

In case where the trademarkfrifrin'ge's: on' ariother

person I s ',trade-mark ':righf;:, 'the':Imta'tiori"Wat'Chirig and:'Preven­

tion SUbgrOul',sendstlie' papers' 'perta.'iinfngt6t.h.e' case

t.h.e Pr6se'cutors,'c;'ffiice"; .S'aid 'Offi'Ce<decides' betwe"n,pro;';,

secution arid riori""'pr6secutf6ri 'and iinf6rms tn" 'SUbgroupbf ....

t.h.e decision.. In case of prosecution, the:Pr;j's',,'cu:tOrs:":"";:""'­

Office reques'ts: tlie Board 'O'f: FO':t'eigri 'Trade' to pun.:ish'the­

exporting company. When. a<s'entencehas"been.·finaliz'ed as

a resultbf 'proseC:utionFt.h.e.:Board-df 'Fore'ig'n Trade c1ep'rives

t.h.e<company 'of<the:qua'lificati.ons '·for :'e'xpor,tin.g:'and import­

ing.

The r!16st iinp6rtant'is,theproolem·6f'iinitation of

foreigntradeinarks ~ . :Fol:'eign as well 'as dome'stic companies

can lodgecOIDl'laints alsowlth,theImtatioriWatching and

of identifyirigthecompariyand the time of 'exportation are

available ,'said, Subgroup' investigates -·t.h.e matter:, and takes

action accordingly. However, when such documents are not
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available; the Subgroup 'will 'not make i":vestigations

ascertain"when and by whiclf company the' product 'in 'question '

was exported.

(3) Patent Infringement

The 'problem ci'f patent infringement' is' a: matter of

considerable diffioulty. 'While the' administrative inith8i-itles

can oope with 'the problems' 'oon'oerned with trademarks and'

indioation of the oountry of origin' to a certain 'extent,

it :lS' difficiul t for the administrative' ~uthorities to take

the initiative in the pate'nt infringement problem'.

Therefore, in this o'ase, the p'atentee should either 'lay a

complaint or raise a suit against the infringer.

(4) Procedure for Involvement' of the Imitation Watching"

and Prevention Subgroup

It is desirable for the owner of a patentor trademark

right to make notification 6f the patent or trademark in'

advance so that infringement can be prevented a't the' water's

edge.

Such notifioation from an expeoted sufferer oan be filed

directly with the Subgroup. Foreign enterprises oan prooeed

in the same manner.

According to plan, registered trademarks and well-known

(famous) foreign trademarks will be stored in an electronio

data processing system so that trademark infringement can be
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checked" at the ,time cf lic::!,n,se ,issuance an,¢! !~t, 1:1:\e aame

time sai¢l,license, iSliuaAc::eC"f,l pe, perf,qpne¢!Jls~n.g1:1:\e

electronic data processing system.

(6) Future Subjects

From the .adrninistrative standpoint, positive" me"suJ;es,

,~uch~,l;l 7,reation of o~.ganizations,;~drninist.J;ativ:eguidanc::e

and aw"t:ding..an hpnqr, to perlions ,Epcporti!lg products under
"",,,.C' ,',./.· .. c·,·,·,·· ..... ,·;,·,._ -, .. ',"_' ."."_,-"'."";; ;'-"_,'_'" ',',',.,-, .~-";" ;,.- ..:" ""'''. __ ~'

their o,~,tradenames thrClu.gh rea,t:ra~gell\!i!nts of the E~ClFta,...

tion, pelii9nA,c::l:' ;.. );h,e, Ii'qrei;g~:rJ;ade .l?rornotio!l.Dec::re,eand. the,.... .;

like, are preterre¢! tonegatiye ~ea,~JlJ;es such as seyere"
,', ,- ,',':,' ;:;. ':,'-',,',,>"':,'-""'.-.',: ,',' , ", ,',".., ",.,..,'- ",.•.: ...., ':"" ".", ....: '--, -... ,'

punishment. The actual state i,n Jap;in will be. one of future ,

subjects of study.

(7) Personnel Organi~ation of ,Imitation, Watching

Prevention Subgroup

The SubgJ;oup are composed, of 10 r,esponsible persons

5 pezsons in full service. and 5 persons serving concurrently

from th,e authorities concer!,ed •.
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Chapter 6', ConcTusion

The MISSION believe tb.attlieir"isii:: i::6't'id.wanthIStfrne

is fruitful and has been crowned with success. The Taiwanese

Government Authori tie.s· .views expressed in.themeetI;;''1Se~~'i)
to be somewhat \Jnclear and indefinite in some portions.

Nevertheless, it can be said that. the important and ccmpecent;

officials are strongly impressed by the .discuss.ion with the
- .'. ,_'" r' .. ,",' '," ,,_,_,' _', w _ .. _,', ,', ... ,'. .. d. , " " .. .. " ~',

Mission ana. are cOnsidering the necessity of i~.,ro"ement of
" ,." ,_ ,,_,.- .. ',' '0' ", ,'-, " ..,'" ,_",' ,", N ...... '. -,' " u', ,"_ :

the ind~s~~ial pr?.,~rty in Taiwan,

The following is the Mission' s irn.,ression_

- It sp?~lp .b~~eces~ary to repeatedly present the'--"J,e ','" ";' .... _. -,_. ,-.'.,

same types of position paper from various governmental

!'n\, p~i,v.at,e sectors of well-developed countries and

this should be continuous'ly. followed u." which will

be effefti"e i~ ~aking ,the system improved,

In order to achieve the preferable and effective

. ,pe"el,opment in this respec:t, supports ,of several

l?c:!,l companies and collaboration of Ke¥. APAA

~ttorneys ~ust be necessary,

- Since the Taiwanese Government Authorities sean to be

affected by. the ,behavior Clf Korean counterpart

p~rallel approach to both countries might be useful.

NeWS PaPer (Daily Economics) dated February 25, 1983,

"

in the meeting with MISSION were reported, English translation

of which is attached hereto as ANNEX 1.
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dated July , 1983 reported on !:he INl'ERPAT delegations' visit

to Korea, English translation' of which is atta~hed 'hereto

Chapter 1., Generals

As,you know, the U.s. Government/Industry group

delegations visited to Korea from March 28 to 3D, 1983

in order to investigate problems and to seek improvements

of the protection of' industrial property rights in Korea.

The INTERPAT delegati~ns * 'also ;'isited' Korea from

June 30 through July 5, 1983 in order tb cal'i attention

to introduction of product patent system; i .'e. patent

protection of chemical substance and pharmaceutical

as ANNEX 2 •

• Note: Dr. Laudin, patent advisor of Boehringer Ingelheim

(West Germany), Mr. Brian A. Yorke, a' direct;;r' of

Sandoz (Switzerland) and Mr. Shoji"Matsui,' patent

advisor of Takeda Chemical Industries (Japan)

These movements are reflections of 'the conc~rns among

patent specialists about inadequate protection of industrial

rights in Korea such as lack of pro~ection fo~'

chemical substance per se and pharmaceutical product,

unnecessary restrictions 'on technology transfer and so on.

'ean News Paper (YAKUP SHINMOON)
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KOREA (THE REPUBLIC OF KOREA)

product.

In this respe~t, th~

PART II
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Undersllf'h. f'iJ:f'um~t,!-nc:ja~,.iilprdjaJ: to. kilOW wha.t ..

problems JClpanjas~ c:ompani"s have oil the .pr"tect.i."n of inven­

tion in Korea, ~"PallE!~ja gr9up 9f PIPA.rnade an.iilvestigation..'" .. .. .... _.' ..... : '. '," .......: - .. ' .. -"... , .. :, : :', ::.c, ,,-,..

by sending questionnaires to the Japanese members of PIPA.

And it has become clear from tJ:li,s inv,,~~iga~i9n .. tJ:la~ the;t:e

are considerablE!.concerns.in !;hjaJ'!-palles$.iilcillstriesab91lt

inadeqll,!-t" ,iilci.~trial property. rig!).ts protection of. the
.. .. .,,: ,".'.',,;;. : - ,. "" .. ",' "-.'-, ,', .. ,...,," :', ':-," ',' .. ,"": .... -" -',: "',.,-'

Th,,, comp,!-nie,; h""ing answer.ed ~o tJ:leqtlestipllBa~r$s

are 44 in total , and particularly the c,,~egol:Y'of b.usine.s~

of the answerers are 21 Ch,emicaf, 12 El$c.~9rical, 9

Mechanical .and 2 Others.•

The. resultso.f tJ:le in"estigat,~on a".e bJ:iefly ".eI'"rted

in the followiilg.

Chapter 2. Results of ~~e Investigation on the Korean

Patent Matters made by PIPA Japanese Group

1. Protec.tion of In"ention

In answer to the qll"stion whether or ilottheI'J:o~E!f'tion

of inventio.n in Korea is. '!-cieqllate, 33(75%) outo.f44,!-n­

swerers answered that the protection of invention in Korea

is inadequate, (see question 1)

that inventions are not ad"qllately protec~ed ill Ko.rea.

Generally speakJng, "S ~he reCls"n f"J: the inadequate. pro..

tection, most Chemical companies point out the problem on
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(2) Patent on Microorganism and th~Depogit th"teof

. Most of the Chemicalconipanie~ci~sirkthat':patent

the patent 'system per se; while the :El~ctrical and

Mechiu1ica'i Co~panies and other rather point out the

procedural or practical problems. (see Question 2 •

3 and 4

substance should be' included 'in the patentable s~bject

2. "Problem on the Korean Patent System'

(1) "Patent 'on Chemical Substance and Use 'Patent"

About'two third of the Chemical Companies'~nswered'

point out problems on the Korean patent system per se:

Mo":.. 'spe'cifitally, they' point out the e~cl~i;ion of "

chemicai :s'ubstance: :ph':rm':ceutic~l product and a use of

chemical substance from the patentable subject 'm'atters,

With respect to the deposit6f microorganism forth"

Most of the Chemical Companies point out short period

and strong

matter even if chemical substanceperserernafris

~npatentable is expressed in the answers. (see Questions

(3) Patent Term

< •• ,' ."••••• ' ,",- .' ••• "

should be' granted on a microorganis;'; per se. se'e Question

in Korea. Chemical cbmpanies 'want Kore'a to' accede to the

Budapest T~eaty for the Deposit of Microorganisms.

426
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of patent riglit.«preserttly "12yearsfromthed registration"

of a patertt riglitr> but not exceedi.ng'15 years from the "

application) (see "Question, 6).

Thus, most of the Chemical Companies answered consider

that ',chemical inventions "are notadequatelyprot.ected in"

Korea because "ofcthe present Korean patent<law and"

practice," On"th'e' otherhand,the' Electrical'> or Mechimic::al

Compartices >orCompanies irt.Qther "'Fieldpoi:nt."outsome"diffic;:,

cu.l ties or problems on the 'examination Of >,applications

rather"thart•• the<problems On the,'patent.system>.per se.

3. Problems' on t.lie<Examination of Applicat.ions Aor'Patent

and Utility Model Registration

(1) ReasOn ,"fOr 'RejectiortOf Application

AS"showni'ri the Il.rtSwers"tocthe Questions "Band 9,

many answerers point out thatreasorts for rejections are

too vague to understand. Korean examiners sometimes issue

rejections wi1:.'1outany:Specific 'reason for t.hei.rrejec::tion.s;Itis

pointed out in some of the answers that applications are

rejected as beingantic:ipat.ed or obvious without cita.tion

of any p'iior'art."s In'suchc:ases ,theappHc:antcanrtot

Some' answerers consider that it is dolibtful<ifthe
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examination:practicesin ··therexamina..ticln as·well.as tr.ial

are unified' and iLajustandreasonable examination,is

conducted in Korea. In this respecti.'the .followin.g

examples are reported from the answerers' experiences so

far.

- Rejection' of applic<1-ticln·."dthoutany,citation of :c.oncrete,·

and defini.te prior<1-rt~ on the abstructground.thatthe·

iIwentionasconcern.ed. was· only "<1-nr<1-r.t ,of common knowledge.

Rejec.tion of., applicatio<lover··a. ,prior ar.t. whichwas·)very·

far from . the .invention.a..s.conce.rned.

- Rejection of pa·tentapplica,tion on the ground:th<1-·t.the

invention as concerned had been filed as a utility model

registration' application. in the'correspo<lcli<lgJapanese

applicatio<l.

- Rejection of applicaticmon the gr.ound.:tha,t a requestefor

t..':e examinationhad "<lot l:l....n.submitted for th.ecorrespond­

ing· Japanes.eapplic<1-tion cin.Japan.

(2) Examiner's. Request on the Corresponding Foreign

Application

As the answers to Question 13 shows, a considerable

nUlllber of .applicants are requested by Korean examiners to

American patent specification and to bring the cliarns of

the Korean'applica.tion2inr<1-greernent witQ.the clairn~ of
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the p1.lblished Japanese or Amei"icanpatent. Some of Korean

applications,area.llowedwtth theliame claiJns as theclairns

of the corresponding Japanese or American paten'twithotlt

any further examinationwlien a copy of tllepat:ent i.s sUb­

mitted.

, 'Inthisconriectiori, such ,. ail extreme case is' rePorted

in the answers that a Korean application isrejecfedon

the grotlrid that the c:iorrespondingJapanese appl'icafionlias

not been allowed or has 'been rejected;

"Under ,', suchawayofexairi;iriation 'as ahove ,'there'fs

some concerns among the "answerers abo,,;t the 'enforcement 'of

a Korean' patentwfth tb.ecla'ims 'resulted fromt:!ie examina':'

tion inaforeignc:ouritri:

(3) Technical Level in the Examination

A considerable n~er of the answerers point out that

there are so'rne examiriers who do' rio'tlia\'eenoughtechriical

knowledge, particularly in a high-tech area. The answerers

point out tha tt:b.e£r"appHba.tic,nsa'resc,rneti.lllesrejedfed 'by

an examiner who seems toben.ot'ahleto· uriderstandthe

inventiondue.to •.•• tb.e iackc,! 't:!iereleva.rifkrioW'ledge.

4. Protection of Patent Right
' •• ,•• , •.•••'k" ••••,..., ,., •••.

With respect to the protection of ' patent rights, 21

answerers out of 44 answered that the protection is inadequate
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Category of Business of.Answere:rs ..

but"il""Q!!S :j,geJ;~le ~\lJllbeJ:",O:Ei,,~o;'\',eJ:"eJ;o; J;ePQJ;teec;1 :t!la.t ..1;ne~

do,rlO.tihal('" sU:Efig:j,,,,nt lq;lQ",l",cige ~QUt .til"" !ie'!\ec;1Yo;Yo;te'!\

and ite'j,?J;"c:tic:e'j" Ma.~YQf th.",m, o;ta.te,thattney,do,nqt

havea,n,~ s,?-ff:j,c:ie~t. expeJ;ie~c:e in.en:Eorcing ,.a. KO,rean

patent. (see Questions 21 and 22) •
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CHE.'1ICAL .ELEC,TRICAL.· ,.MECHANICAL OTHER STOTAL

¥ thO\',9h" as ,,,,.sp,,,,,if:j,c prol>:Le'!\' some 'Qftneano;weJ:"ers

point o,,?-.t ,that. 1;he,en:EQz:c"''!\'''~tQf,il,)CQJ;ea.n;p,,1;e~t,iso;uP:r,

preo;,'jed,:EPZ: ,tl],e "~,,ti9n,,1,A~te"es,1;o;a,n,d.1::ba t '0; t"i,ct J;es tr:j,,­

ctions are imposed on th"".,teecn~qlqgy,:tr,,~sferlmth'"

Governroen1;",\',tehOr;ite,:j,,,,,s ,ge~"'J;a.:!::Ly}!apa.~es",cqmpa.~ies ·c;1o,' not

have ",n"'?-9h"}<l1p",1",c;1g,,, al:>",\','I: the. en:Eorcement9f.,a . Kpreap,

pate~t. "z: .. tl],e(z:el!\""d~ 'j~o;1;",!!l forten,,,,in:E,,,ingel!\ent, .and, I!\a.~y.

of the answerers do want any publicati,,~spf,1::b.e .relevant

inforrnation ..

ANSh"ER,S.TO THE QPES.TIO!:1NAIRES ,ON KOREAN PATENTS

4.30
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Question 1 Protection of Invention

ANSWER CHEMICAL ELECTRICAL MECHANICAL OTHERS TOTAL---
Adequate 1 1 1 0 3

Inadequate 18 10 3 33

3. Others 2 1 4 0 7

Question 2 Reason for the inadequate protection of ,invention

ANSWER CHEMICAL ELECTRICAL MECHANICAL OTHERS TOTAL

1- Re. problems
'on: the' patent '
system itself 15 5 2 0 22

Re. procedual
or practical
p:r:oblell\S:, 6 2 17

'I~'~ Q1::):le"" 0 0 0

Question 3 Patent on Chemical Substance

ANSWER CHE!'.ICAL ELECTRICAL MECHANICAL OTHERS TOTAL

1- A patent
should be
granted on it. 19 10 4 0 27

2. No. absolut.e
need to grant
a patent. 0 "0 0 0 0

3. No need to

!4. Not interested
in. 1 2 4 1 8
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6

1

33o

2o

5

1

9

1 0

1 . 3

0

19

CHEMICAL ELECTRICAL MECHANICAL OTHERS TOTALANSWER

Note: Most of Chemical Companies want Korea to accede to the

""" .-'," '; ,..... ,."

others'

- 58-

Budapest Treaty for the Deposit of Microorganism".

Question 4 Use Patent

1. A patent
should be
granted on it.

2.. ~c:la.b"olute.
need to grant
a patent.

3. N~t. interest.ed
'in'~'

Question 5 Patent on microorganisms

ANSWER CHEMICAL .,ELECTRICAL MECHANICAL OTHERS TOTAL---
be granted on
it. 16 9 4 0 29

2. No absolute
need to. grant
a.p"t:!,!,t. 2 0 0 0 2

3 • Not interested
in. 3 8 3 16

4. others 0 0 1 0 1
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Question 6 Patent Term

ANSWER CHEMICAL ELECTRICAL MECHANICAL OTHERS. TOTAL

1. Nb,,~ed to
change 4 4 4 13

2. to be extended 17 8 5 1. 31

3. others 0 0 0 0 0

Question 7 Rate of the office actions to which no prior art

i.s attaclled.

ANSWER CHEMICAL . ELECTRICAL MECHANICAL OTHERS TOTAL---
1- 3()%(6r less· 1 10

2. 30-50% 1 5 2 8

3. 50-70% 2 2 4 0 8

4. 70% or more 11 3 2 18

Question 8 Can you understand the examiner's intention when'

riO!jec::ted as 6bvi6uswith no citati6nof any prior art?

•.
ANSWER CHEMIcAL' 'ELECTRICAL MECHANICAL OTHERS . TOTAL

1- Yes 2 1 12

2. No 8 8 4 21
~
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2 33

O. 11

o 4

" •... , ....

ELECTRICAL MECHANICAL OTHERS TOTAL
'.'

1 a "0' '1 .......

2 3 1 14

7 4 1 23

2 2 0 6

o

CHEMICAL ELECTRICAL MECHANICAL, OTHERS ~

9 5 3 18

6 5 1 16

412 7

CHEMICAl:, ELECTRICAL MECHAIUCAl:" OTHERS ~

CHEMICAL

ANSWER

ANSWER

Question 9 Can you understand an examirier"srejection'

,for in,;uffic::ient" disclosur,,?

- 60-

3. Others

2. No

1. PJ"epare a
response. 16 10 5

2. r.eave itt:o
the Korean agent 1 2 8

3,. , Hav" theiige!).t
an interview. 3 1 1

4. Others 2 0 2

Question 10 How do you handle the ca~~,~~en,y?u don't

un9,e"',;ta!).9, :t;he egllli!).e",',;;ic::tion?

QUestion 11 Interview with an. "xaminer

1. Yes

2. Only:im[::ortant cases 8.

3. Rarely 11

4. Others 2

ANSWER

1, Almost all
cases.

.

'-------------------------'
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3

5

4

, 10

22

ELECTRICAL MECHANICAL OTHERS TOTAL

Question 12 Effectiveness of an interview with an examiner

1- Effective 2 0 0 0 2

2;' Effective to
SP!I)eextent 6 4 4 1:>/ 15

3. Ineffective 2 0 2 5

4. Others 9 6 18

Question ,13 Agreement of ctaims with the clai~ of the

corresponding foreign application

ANSWER CHEMICAL ELECTRICAL MECHANICAL

1- !lla~1J..i';ted in
almost'all'cases 2 0: 2

2. About a /i;'lf 2 1 0

3. Sometimes 6 '3 1 0

4. Rarely requested. 10 8 4

5 . Others 1 0 2 0

Question 14 How often are oppositions lodged?

ANSWER CHEMICAL ELECTRICAL MECHANICAL OTHERS TOTAL---

2. A few 4 1 0 0 5

3. Rarely 12 9 7 2 30

4. Others 2 2 2 0 6
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QuestionlS-A Do you submit a translation of a basic
Japanese aPPli.catIonin case of an application

cia.iri,ingprfori.tYbased~hasingle apf;ii';a.~ion?

ANSWER CHEMICAL ELECTRICAL" MECHANICAL OTHERS

1. Yes 9 0 2 12

2. Yes, for some
c,as.es..• 3 0 0 0 3

3. No 7 12 6 1 26

4. Others 1 0 ·"""0 0 1

Question lS-B Do you submit translations of b~~ic::J~»"al'lese

applicationscin case of an applicati~llcl~;ming
»riority based on plural applic~tions? "

ANSWER CHEMICAL "ELECTRICAL MECHA.'JI CAL OTHERS TOTAL

1- Yes 9 1 2 0 12

,1,2. Yes, for sqme
cases 3 0 0 J: 4

3. No 7 8 6 1 22

4. Others 1 0 4



- 63 -

Question 16 Do you have a registered p'a,t;,l!!,Ilt:: adminilltrator'

in ~preB.:_?

ANSWER CHEMICAL ELECTRItAL MECHANlCAI. OTHERS) :.' TOTAL

l. Yes 13 27

2. Yes '; . for:
some cases 3, 4

3. No 4 0 9

4. Others 1 1 1 0 3

Question 17 Protection of Patent right

ANSWER CHEMICAL ELECTRI,CAL: :,MECHAN,ICAL, " O:THERS TOTAL

1- Sufficient 1 1 1, 0: 3

2. Insufficient 14 ,4 21

3. Others ,6 6 4 16

Question 18 Reason for the insufficient protection of a
", 1?¥i:i:eriEHght
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Chap,j:er3'; ,i, Conclus'ion

Our investigation shows that most o:E'.:tapanese members

of PIPA are not satisfied with the protection of industrial
"'" "",,~,

',YJ?roJ?~Ft¥orij'!ll~s i:,!,;,~f'r<;.;,.;!,~,~aj: ~E!¥Cllf'P~ that Korea,wiH

improve the prptection of i:nventions.

For this purpose, it would be advisable to aPI?~,?ac!:'i"

the Korean Government authorities in mutual cooptk'f~Eoh'6:E

Ameri'can and Japanese Groups of PIPA.

APPENDED PAPERS

1. J"NNEl( ,latt,achep. i:ler~to:

Ta:\.wjinese News"P"per· {Didl,j, Economic:l.dated February 25,

1983 (Translation)

2. ANNEX 2 attached hereto:

Korean NewsPaper (YAKUP,SHINMOON) dated July 7, 1983

(Translation1

3. ATTACHMENT I presented separately:

Japan Patent Association' s Position Paper !<egarding the

,Intellectual Property System of the Republic, of China

ATTl;CHMENT II presented sepa.rately:,c:.'·

Japan's Experience in Adoptation of Product "and'

Pharmaceutical Patent S:{stem
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ANNEX 1
News Paper (Daily Economics)

dated February 25, 1983

(Translation)

.The kliss,iono ;th~,iTaPi!!9lj'i!!Y'I)1;~~soc~.~'t~91),E~c::eJ,y~d.!!,

answers.1;rolll .. i;he National B)lreau .9fStandaEcl(~S in. the

1 . ;P.'~ l'lf't~R!)al.llU;~"u 9 f~'ti!!I)P."EP. ,!~ni!lHY 9 L~c::91)9m~c::

Aff~iEs i'<~§ )in!.:th~ R~I?ul<Hc 91; C\1ina ,,!)noYBRed,.,.

yesterday that, in case that the patent e~~I)"ti91)

system (exterior examiner's examination system)

ngw~dqp't~p... i!l;;c::hil.l)9Elcl.'t9:the in1;erio" ex~ner's

examination system, they we~~t :r;~~gy:::tp )?e~,; ;t;h~

direct interview of applicant with examiner for

avOidingtfl~a~fe;;t.g~ §o..;;;~ii~a §~ci·h~"funlri.ation

system.

2. Thei t~prEiseind{i"ei gf(J~pa.ri raisEia a questiOn N'the

Auth6r~t:ie;j;;giila cha.nge the ~ei;;teit.eixiJrtin;;.ti3ri.'§ystem

presently adopted to the diredtlhtEirview~:isheill,'so as
•.

of applicatiqn,

of applicant with examiner lies in the fact that

- 1 -
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The Japan's representatives expressed their view

, that a patent shall preferably give!" to chemical
.. : ',.' ',' .. ,._ :.. ,,'-,. :,,'.' ,', ,,' .",_ ; ",.,-:- .-'. '. " ." ":'-'. ", '' __ '- >..: -'.,' _.L".- ',:',_,," '...:--':

product and medic;:ine and it has a.lready led, to

good result in Japal,l.

- 2 -

3-2. To examine ~"'J~~ r!2et!.'~:J::,,~ P~t~R3 ",l1ap,b~,g:J::'!'!':t;~d

to chemical product and medicine.

3-1. Tor",isext!ie' fiii~ forpre;';erit:i.Il~',the "iiriftlifiCinBf

t.he pa'teri'ted'iflVeIlhbIl;

3-3. To shorten the period of procedure steps'for

'the administrative relief so as to speedily

most of the examiners are professors of universities

realized in NBS.

and college, who are not the public officials, and they

are very reluctant to be disturbed and troubled

by"the"appli8aIlts;' 'NJverthelessjCNBS'",reCready'tb afiow

su8BaIl intervie"of the a.ppii8aht "itli" the eltalriiIlEir,

if an increase of 20 new interior examinefs'8"'Il be

3. NBSaIlnouncedthat'the amendment of the ROC'Patent Law

is now'under examination, the sUbje8ts of'wliich'are

as fdllows;

440
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society.,

A patent is given only to goods and method.

NBS are now 'iiJiilIn:i.ning 'as to whether a patent shall be

given to the useinverition having new idea.

- 3 -

representatives expressed their view that the law

for preventing unfair competition ~hall,be introduced

so that the trademark system can smoothly work,

maintaining order of liberalistic economic

3-5. In the discussion of the trademark, the Japan's



anslation)

,ANNEX 2

YAKUP SHINY.OON

July 7 r- 1983

3 INTERPAT-delegations h~ve vi~ited Korea from\:h~ 3(fth of

Jo.HetC\JulyS'th. The§visltedgovernmenl:authoiities' concerned

such as Patent ',O,ffi,c:e, inorci,er, '1;pca,.l,latten1;ion,t,o, introduce

the substancepa,t,ellt system, f"r,the,pha,.r:Jr,a,ceutical Products.

The delegations are consisting of Dr,. D. Laudien"'"Jpa.l:ent

advisor of Boehringer Ingelheim in West Germany, Mr. Brian

A.,' Yorke"a director of Sandoz in Swiss and Mr. Shoji Mat~ui,

a patent advisor of Takeda in Japan. At a press'conference

held on the 4th at Chosun Hotel they presupposed that "Korea

is still persisting the patent system of process for the

manufacturing method of product, even though she reached at

a considerable high level in pharma-technolosy so as to get

technological protection through substance patent system.

They explained that the purpose of their visit to Korea this

tire aimed to call attention to the imrr,ediate adoptdcn of the

substance patent system in the pharmaceutical field in Korea.

Their visit to Korea is a link in the chain of the travel

prograrnm in the Pacific Asian countries such as Taiwan,

Philippines etc. in order to grasp the actual state of the

patent system and to confer with the authorities concerned.

Delegations also pointed out that th",'substlance patent system

is normally misunderstood as if it obstructs and arrests the

of te ~n

h~ever, developing the pharma-technology is possible by adopting

the substance patent system.

1 / 2
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They took Japan as an example, who applies both substance­

and process patent system in parallel since 1976. When the

Revised Patent Law was drafted in 1975, a strong objection

arouse by medium-/small sized enterprises; however, the ill­

effects in the patent system of process for the manufacturing

method of produCts .,.,iis ~ri6ifuc;li;;tha.t Jiipiiri~ClJ.iriiirll!rit l1ilato

adop the subs tance patent syste'rri.

For instance 'of ill-effects of the patent of process for

production method, development arid contrivance of the process

for manufacturing method was activated in the early stage,

however, the development of useful new products became dull

and the imported pharmaceuticals manufactured w~th the different

method,which does not violate against the existing local patent,

were deluged in the market which led to the low level of the

technology in the development of new products.

However, ever since the substance patent has prevailed in

parallel, the volition for R&D was enhanced so that the new

drugs followed on the heels of another; besides, the cost

price of drugs were not affected.

'fhey emphasized that the ,immediate adoption of the substance

patent system will bring an epochal turning-point t Korean

pharmaceutical industry ins tiling the will for R&D of new

drugs, since 5% of tota'l pharmaceutical companies are in a

position to develop new drugs.

Yet, they complained that all the members of INTERPAT, who

have some connection wi th .Korei:l'~ are no"f'under the perfect

protection due to the patent system prevailing in Korea.

These delegations are plannil1gtovi~itPateirit'Offic:e, 'Mils'i,:';
NIH, KPIA, German,Embas'sy,' KGCCI,and AniericanChamber,'inorder '"

to make reflect object of their visit to Korea.

2 I 2
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. Japan Patent Association

(February, 1983)

ATTACHMENT II

(AT:rAC!lMENl'I is. omitted)

Japan's Experience in the Adoptation of Product

and Pharmaceutical Patent System

444

The respqnsibility fqr th~ sentenc~~:

KyojiMurayamai Fuj.isaw.aPharmaceutical Company, Ltd., Japan.



The New Patent I.;aw~f Japan as: amended ...:rune 25,

1975 went into force on January 1, 1976, .prClclaiming

that chemical sUbstanc.es,pharmaceutical p.rodu,cts,

foods .and beyerages anda:r~icles ofta~te are also

patell~able. In .this connection, we shall present<bdow

a brief.reyiew of Japan' s experience ill tile adop~ioll of

aproch.lct patell~l;ystem.

1. Brief Reyiew of: the Circuml;tancespreCediIlg~he

Adoption. of .Product PatentSys~em in· Jap'u'l

1.1 The. Cradle in Japan':s. Chell)ica.l ·IIldu,s:try

Ab.out;a cen~uryago,that.was. in. 1~85.,.:rapan.:

enacted. and.promulgated~.hePatent o.:rd.inance which was

her. first patentlia"'. While~hisOrdinancewas

essentially modeled af.t.er the .Pat.ent. Law of Fzcance, it

referred to pharmaceutical invention as an unpa~ent.;able

inyention: and, .. in an, .invent.ion. of the chemical field ,

affor.ded.. protection<to the production process only,not

to the. s.ubstance per..,~.

This patellt law was amended in 1888, 1.899,.19.09

and 1921 in .succeasIon , but:on:none of . the occasions.

was there a debate on. tile protection of -, cilemical

substance andpharmaceu~icalprod\lct,and t.ileinvelltions

.. 1 ....
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This status guo was ocicasibnedby theiifoTlowing

circullistariCes ,Asto chelliiC:alstibsta.nc:e ,si.'rice the

chelliistiy'wassti.'llYdurigFin" 'th,fc:radlei riew"prdcesses

of produCing C:herni.'C:alcdnipbtirids,were on the way of

"'research' anddeveldpmerit. 'Accordirigly, the research

act'ivity was mainly diiected'to develdprneritofriew

processes of produCing chemicar:c:ornpotirids'ratherthan to

c::t¢,ati.Clij'Cl"'):i¢'W,"C:9i!ipo'liriqs,ia.riq',<!:he'",d.eVl"lOPmerit',bf ne~

proces$ji!." '0'" Pl:'Clcl,'li¢i.'hg:l<ijoi,fui:i.hei!ii'i:ia.lcompourids was

considered:moie',importarit: ano'gl'veri'pri.b'rity.' As 'for

pharmaceutidil produi::t,'therewasCpai'd'thegerieral

i::dnsi.deiatidri that there should be ''''dided any:

problems such as the quaritita.ty restri.i::ti'bri,prii::e

i.ncrease;hc>whJ:c::h pa.tetlt Ilibridpol:{eVerituallyib.iirig

about'.

Thb'ugh the piodiii::t'paterit system wa's'thebretii::idly

needed' everiurider the 'abdve e:i'ri::iiIlistaric:es{' Japaridarl"d

to continue limi.t'ing patent prdtee:t'ioritd the prdduction

proc:ess;;"ithot,.t protei::t'irig the substaric:eperse; In

otheiwords,in those days 'the iriverit'idriiof'aprocess

was corisidered '" to be mbieimportarit aridfuoie meariirigful

than'the irivent'ion ofachelliic::alii::bmpotind'; Si.riee:' a.

- 2 -



·forthe production of a given compound, :theprocess

patent system' well, served, its purpose by giving an

adequate incentive.to findi"g :outnew and'ilnproved

processes"

L2 TheUndesir.ableSid.e of Process Patent system

However, the process patent system whichi'hadlong

been :regarded' by many· as a' .worthwhile .system began ·to

prove.:·.outof:linewith>demands' of the age .and -cause

, '.'. ,the'followingadverse'.situations

(1) At first, the inventiveFactivity: for'new,aild::improved

.' process were' extensively made' and' i t,appeared' to 'anybody' s

·'eye':that.·.the process patent: system:was.working·

:suc<;:essfully" 'Howev.er',. as' ye<>.rswent: by,:'theinventions

for such excellently·improved.processes:tended·to

decrease inithenumber.

(2) The researches, ':besides the researches for·the

discovery of better processes, were· directed to the

invention of "detour"processes,·intending toavoiCi

. patent infringel11entoftheprocesll patents oWned by

others,andsuchinvention came forward in succession,

s.uch'detour process ·beinginferior.and ratherretro­

gressivein' eomparisonwiththealready.patented'

447



448

As<thetimE'elapsed,this trend:gre",up more'and

more t.o GausE'$uchan.undesirable 'situa,tion as the

ill..,useof"the prO.Gesspatentsystemonly to avc.Ld

the control of the existing process patents. Thus.,

the objeGt.of. the, process patentsysternper :se had'

deGreased:its value.

(3) ThE' extensive.. .ccnduces of". researches ,.aiming 'at an

inyent:io.n of: so+ca:lled:,:~':-rou'nd+about~'i.oz ,"detour. l l
.

proces aes resulted. in' inGreasing a'numberof'infringe­

ment, aG.tions· iil.the. court.;

"There~EOre,ill\portedalarge number and quantity of

chemd.caL Gompoundsallegedlyto,have been ptoduGed in

a·. foreign' country by' pro.cesses.,(whethE!r.· .the,proGesses

~re,c>'I_improyed;~~','C' or l~r_e,tr~g;es547ve_:I~::cnesL. dif-ferent from

those already patented in JapaniwhiGhinGreased'the

quantity of imports in total. Patent litigation Gases

also inGreased •

.(51. The maj or,researGh effort was direGted to the

development of l?roGesses 'for avoiding the infringement

ofothers' patents and the basicresearc:h sUGhas the

research·. for creating usefuland.new ccmpounds,' which

was dernanded.inthe·international 'field of advaricLnq

was often the

- 4 ..,



relative level of domestic technology for finding

out new compounds became more and more depressed as

compared with 'the levels in foreign countries,

(6) There arose many meaningless research competitions

among companies which did not truely contribute to

'advancement of technology in the companies involved.

Thus, in order to fully protect his right, even

the creator of anew chemical compound orhis'assign

was forced to conduct useless research and development

and file useless patent applications ,Vith,the'result

that 'his essential'attitudetoward.research and'

development was often side~tracked and fruitful

Iitigations arose one after·eanother.,

In· the pharmaceutical industry ,.in particular,

eVen research"'orientedcompanies were forcedeto'conduct

a 'lot of useless researches in order.eto fUlly protect

their new drugs.

(7) In regard of chemical processes as such, there

. became less and less room for innovations 'everyWhere

in the world, while many researches in the world were

directed to new compounds or new uses fo".known

compounds, so that the process patent system came to

'having not served this new current •.... ..•. ·............•...M......·.· .

- 5 -
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'negative'responsescwere nearly even,andthe.adoptation

of product patent· system.was stronglyvoic.ed'" .. ,However,

in view of 'such' avital' revision'i. government:took a

.' cautious attitude and a rush,'to adoptation of the

prl:>ductpatent system was thenwithheld'for the'

reason of prematureness' in:time. Thus, .the matter

was postponed till the next revision, of ,ther.awi,:this

postponement· haVing been . ultimately.:repaid with a

delay in the'prog,ess'of,technology; However; the

government,'waswatching,for, a, good'opportuni,ty,>for

adopting the product ,patent', system; realizing,that

,the. voice on the affirmatiye side became 'higher and

higher in ' th""related:business,worLd. sO,that"t,he

necessityof:said system',was felt moreand,.more:;

(3) The subsequent Development

1) International-Trend

In 1958 a.conferencefor revision of the Paris

Convention, was ,held in.Lisbon.The.debatedand,,'

das cus s Lons in' this conference resul,ted.'in a..necom­

mendation.t6 the effect thati in view, ,that :the maximum

protec:ti,onshould be given to ,inventions in'order to

promote .theprogress .of"technology, the. ',member

"'coun'tties.:should study:thepossibili,tyofprovidj:ng
""" """'"

- 7 -
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for the patent .protection of .. new, chemical compounds

independently' of..production processes,

Thus, the 'time was truly ripe'for the product

patent system 'and, in pursuance with the spirit of the

above recommendation, the Federal. Republic of ,Germany

adopted a product patent system at its revision of

her. patent law in 1968.

2) The 1970 Revision of, the Patent Law

In 1970, the Paterit Law>waspartially revised with

improvement for making the ,same, come nearer to the

international level cwhichwasmainly directed to an

early, disclosure of applications and an examination

reguesbsystem, the 'patent·'productsystemwas.not

included in the bill to the Diet despite the keen

demand for adoptation of·the product ,patent system.

However, the bill was passed with 'a additional resolu­

tion to the effect that efforts should be made to

form a definite plan on chemical and pharmaceutical

.patents at the earliest possible data.

3) In response to the above additional resOlution at

the 1970 revision of the Patent Law,. the Japan Patent

Association "conducted an opinion survey, i.e. the

'Questionaire related toa Product and Pharmaceutical

- 8 ...
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No

12.6\

29.4\

61.1\

87.4\

8.8\

'78.6\

Pros and cons; non­
:comm±ttals excluded

Qualified

'70.6\

Unqua],ified, ,9.5\

Non­
committalNo

,8.6\

33.0\

Yes

,nc.r?",l~f~~d

alified 33.0\

59.6\

Unqualified 6.0\

U'al£iie'i3

were non-echend.caL companieswhic:h were,pat\lrally pot

much concerned with pharmace\ltic:al patentS:; In

Of: thol;e .whofavoredj::he.gran1;ofpharmac:eu1;ical

pa1;epts:' was as low as. 38.2% bubthis was mO.s:t

prPbably,because more:thana.halfof the respondents

(ll In, terms "f' "tOj::alpl."osand cons":, thepercen1;age

- 9 -

Pa.'l:ellt System, 'sending questiona.i£es to itS' 335 member

companies. As shown in Tablel,the'majority of the

members favored the a.doption of such a system.

Tabie 1

Results of a Questi.onairesurvey relating to Adoption

0'£ Pl."od\lc1;:and,pharInac:eu1;ic:a1,P:atents (1970 l

fact,.p"J:1~coll)lllittall; accounued ·for :as many'as, 45.9%.

PrOduct'"
,?i1t~~

Notes:

ham-'
eutical

-a:'Eehi'



acknowledged.

- 10 '"

and.t,hat tl'E!rE!be:reljt,:ri,,,t,ipI\s,PI\t1'leexercise of

.righj:s (fo"E!"..iripie;:I1l~t~r£6~~",1 co.n.di tions for

. C:elIriPl\:llj9"Yfic~~se~L '

However, las the abelve results of a que!3tip!?:."i,,,e

pharmaceutical pat~nt;lj..,,>,1ith some qualification

demancied,: fprl:!pt,h kdnds of p"':t:ents ,:"tlt"t .t,ItE!

g'iantof' 'patentl:ie made' with 'stringent cilteria

the.percentage of .those.in favor of.the.system

was .as.high as 70.·6%.

(2) Those. who favored the ":gra.nt .of. prodl\ct and. "

! '-'. '

HoW'~Vei;fh~se oppositions! w~ie !l6t6p~!li~
,.' ,., - "-"" t',',- -.,

chemical' and pharmaceutical' indUstrj~es.

necessary note on'ly for:,thec growth of ·the:il1dividual

companies but' also: for:'techriblogical 'p.ogress in the

tlreproductr al1dpharlna'c::eUtiC::al'.cpatel1t sYsbem'was

And 'the Japanese governmel1t, 'both the Ministry'of

Health and Welfare and the Ministry of International

Trade<andIndusbty 'combined ,'held' thefirln~view.tha t

4.) Given'the above'cimpetusto revisibncof the':patent

system" "productipateritStUdy' Team!'cbfuposed'of
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tile: .J"p"fhP"p"np~~,!Qci"t;;'o".,,"dth"',l:hf!l!\ic,,~ Industries

li....oci"tipn ,Qf;r,a.,aIl w"sor"""iz,,di",}971..The team

visited.theUnited§taj:;es.and EU"Qpe"!".~PUflt";;,,,,!where

theYIll"c1",,,,d,,ta;;'led ...t)1dypi'!-!lestap)1s."Ilc1""QP~ems

in -respect of their product and pharma~")1j:;.;;,~"l-sp"pent

'!y'!Pf!I!\§fo:r the:;p)1"po§" qi',pbp,,;;,n;;'Ilg "ei'e""lfpial data

for the "dppj:;ipnof " ... i.J)liJ,,,,,, sy§pern,

1. 4 MpPj:;±onpi' the Proc1uqt.,andpha:pnac"ut;;'cal, paj:;ent

,Sy§t.ern

(1) TheJapallese.gqv"rIlm"lft(th"Inc1)1st"ia~l1"ol?erj:;y

. <::pullq.;i,lJ pegan ,tq"j:;udy,.anc1disqusl?thepo§sipili,ty of

adopting a product and pharmaceutical patenj:;.l?y§t"m in

".lg7;!. and sub!!!itted" cpncJ,usioll, ;;,n,197~,ti""pp"tiIlg

thaj:;, ~'a :prpc1llqtl?ate.Iltsys t"rnl?h0)1;!.c1P" '.. "dol?te,d"" •

,B"sec1.ol} t;h;'sproPQs"l":,,. bill Apr R"vi,!ioll"qi' the

. Patent,. Law."was.draft and. submitted tq the.·Piej:; in,1975 •

•. Oppqsi tionstpthis,bill",ere,.vq.i.ced,pysOIll"of the

.l?lIla11,<;nc1,medillrn.colllp,,"iel? a,n.c1 e,!p"ci"l~y those not

research"or.iented.· Hq",,,veyj:;he;r,al?aIlese., gpye"nrn"nt had

by.thenpeenwe1,l."",a"e of the. absolute l}ee,c1 j:;o "ciopt

a l?"oc1uctl?atenj:; ,!ystem forencp)1r"gin.g ,theaciv"llce of

techllology,.inlqng,,-,terIllpr9spe.cj:;iyes. Ini'act,

- 11 -
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single move against the proposal, even from the

minOritYparties!This wasbecallse'al.l' the pc:>liHcal

'parties of' Japanthollghfthat a prOduct' patent system

"'ShOuldprcrltidetheii' chemical andphafmaceutical

, inaustri"s'wii:li' a"strOng'incEmt:LvetO"tecMical '

develOpment;

Ultimately, 'Ori'the29:t:.h day Of ' May. 1975; the bill

for Revision of:t:.he'Paten:t:.'Law incorporating a product

"patent' sys:t:.empassedi:lie ;,' Diet! The law'waspromulgated

On the 25th day of June the same year and;became

eHec:t:.ive,6iFthelst day of January,<;l976; 'giving

patent'protectioIl Eo'chEimicalsubstance and pharmaceutical

product'., '

(2) Meanwhile 9'the val.idity'of pateritright ;on a chemical

produc£c'invention;extends ,toC.the produc:t:.'ion'and use of

the chemicalsu.bstance ; 'regardless of the probess"for

its production' or Of its use'S. ""TherefOre if a product

paterit'system'be adopted' the influence of "such a right

On third parties 'should begreaterthariit was when the

1975paterit'law;prOvidirigOnly for process patent 'and

usepaterit (excepting 'pharmaceutical product,beverage

'and f60d) was 'iri;foice. fnordei to lessen such

influence ithef6Tlowirig measuresVere;'taken'tOstrike a

- 12



party's rights (a process patent, a use patent and a

selection invention patent).

Q) Relation Of a Pr-iorpatentee to a Later' 'Pa.tentee

In case a later patented inventiOn '(a novel production

. process for the chemical sllbstancepatentedby a prior

patent,' a novelllse of the . chemical substahce patented

by a prior patent, etcnis' One' which' utilizes a prior

patented 'invent'ion(an invention'O{the chemical'

product); the later patentee (a process' p-atentee,- use

patentee, etc,) Czl.nnot effect the working'OfH's own

patentladinvention' TaproducHon process or usel'\dthout

the grant of a 'license' fiom the-prior patentee"(a

pa.tentee'for the 'cheritical sllbstance)'.

Therefore, 'it hasbeem proved thati

(i) 'a laterpa.tentee'nlay; when the patented invention is

one which utilizes thepatentedinvention'of'apiior

patentee; dernandofthepriorpatenteea'consultation

. as to the granting of an . ordinary license'for the

prior patented invention, and(iil when sllch consultation

has not successfully been concllided'orit.i.s impossible

to hold such consultation, the later patentee may demand

thearbitratiori of'theDirector of the Patent Office

- 13-
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license for the prior patented invention.

Thu!l"'th",,,}a'tt!S'f:' p .. t,"'n't.... cou l.d df...",t th..;wgrking

of its own pat..nt..d inv..~tio~,

@}i<el.. ti9F>of a>pr,i,9r p .. t"'nt,ee, to al.. 'tef:, ,P..tentee.:

~nt~is,.co,~n.. "';'tign,wlle~..li"'ens;..1:or'th",,working

of th" F,ig~tlth."'.o,~.. 'tcl. P"Clg.llc", or>lls .. the ;P.. t ...llt..d

ch..mi",.. l,s)lb!;tallco") Cll'll"Jibyth", prior patelll;e..

.Ia ch",mical productp.. t ..ntee ) is. gr..nt",dtpthelat..r

pal;;"'lll;eo;",;(a. proc,:,ss; P..,'t..nt.... , .... ,U,!;,,,, ,pa't"'llt.... ''''tC. ) r

th,:, 1,"1;",:>;:, p.. t."'n't....can; ..njoyj;h... b"'ll ..f:j.t as.I)\"lltion.. d

in' th",abCl""'C:P. Ont,):>.. pt\l",:;:;hand, H t\l";p,,:iP:r

pat..lltee cannot !'if",!,.t the ",orj<ing of til" lat.er

p ..'tell'tee~s rigllh i, e ,the in"e ntion of a ngv,!'l or

improved prodllctiOI); p,,9!,es!;; pr"a, no"e l ;;ll!;",: .t.he p"ior

pat..ntee (a "'\l,,,!,,:j.c,,,:i, ;prpdllgt;p.. 't",nt",e ), WIlPdeveLope d a

no".. lcheomicalsupstanc"sp"llg.illg·mllcll labor and

..xp..ns.. wi:J,l \l"v",; tClsu!;t,.. in" gr",,,t d",aL9f loss. and

di!ladvalltage. Th.. ;pr:4n"puJ:"pos",oi'af:fClrding prCl't..ction

toa ch..mical productinv..ntion is to giv.. an inc..ntiv..

to a chemical prog.llctinvention is to g:iye",n

illc",ntive to'th"d",v",J,9pm"'ll't of a,noveJ,chemical··

supstanc""",~dth",r.. f9" .. ,i1: th.. int..r"IS't0;.'th...

. p"t ..n'te""",hoi~vent"Clano"!'lchemdc .. l subs'tallc",. is

- 14-



injured, the signific:a.nce.of adopting a ..c:hemical

prCldllc:t, pat~nt. SysteI!l' wil.ll::>~c:onsidel';$lylpst.

In order to avoid the Ilndesir;$lesitua,t.ipn as

mentioned, aboY~n

Ji), It has beenprClvidedt.hat in case. the. later·

patentee comes to; demand of the.priorpatent.ee suC:.h

a, consllltation, as stat.ed. above , th.eprior pa,t.en!'ee

Il\ay qeI!land Clf the lacter,pa,t.entee, a, ,cons.ult.iition,·a,lS to

the grant.ing Clf an ClrdinarY .Incn--excj,usi.ve),li.c:~ns.e

for the working of the later patentee}S.; Piit.ent.eq>

invention, :ang.

(ii) When this conlSllltationha,s.not sllccessfullYl::>ee!l'

concluq~d,.or it. is iIl\P9lSSil::>1~ to. hold such: c:onsulta,tion,

and also when a demand for an- arpitration '. as :mentioned

in .the.·above T'(ii) is,,Inade(i-. e.when the later

p"t.enteel'la,s -demanded the.arbitrationo.f .tl'le. D.irector

oftl'le p;<tent.Offic:e,as to thegrantil'!g ofa,nordinarY

license for -the working of .. the prior. patentee's patented

invention), the prior patentee may a,lso.dema,nd. the

arbitration of the Director of the PatentO;fice;as to

the granting 0; an orqinarY license for the working of

the later patentee's_patentedinyentiCln.

By a, wasstril<enbetween the.-_.__ ._> ••-- --_.__._ .•..-...•...........•.... .,:

positions of the prior patentee and the later patentee

- 15-
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irithe,rorm'of,crosslicensing.

2 . BaC::kg:b:>llrid,'andNecess3.ty of Adopting' aT Product

Patent Systell1.i.nLJapan

The above is a brief history of,adOptiOhOfthe

prodllctpatent system' in 'Japan, andthepropOs'al was made

with the understa.ridirig that the time was ripe for' the

adoption' of thesysterniri' view Of, the moves "'ihother

c6untries and the trend'toward ani:ntefnaborilil uriification

Of patent systems; ItS backgfOundand necesSitya.re

outlihedbe16w:

2.1 Relation of Process Invention and Use

Inveriti6i, "'ith the ProdtictInventioh

(ljAvoidanee 6fmeaninglessTResearc:harid'Developrnent

'>as' well' as unriecesaaxy C6nflic::ts

Under the process' patent system' which provided patent

protection only -to' the'production proeess'for" a. chemical

'substance, protection of' a valued chemical substance, if

developed. Was insufficient. Therefore;'the'person

who icrea1:edsuchchernical'Substarice",as'obligedto

makeresea.rch anddeveloprnehtfor'mariyprodtiction

processes arid to file many patent applicatiOns for the

purpose of obtairling sufficient protectioriOf his

irivenbon, On'the the research activities of

- 16 -



other persons ,than the first creator of, ,the chemiCal

substance concerned were mostly 'directed to the follow­

upistudiesioftheoriginalinvention.Asa result, the

real 'purpose of resaarch and dev"'lopmentwas ,distorted,

and conflicts took plac", often'. Under the, circ)Jlllstances,

there was: strongly voiced a desire to avoid such

m",aningless.' research and development: as well"'assuch

unnecessary conflicts.

(2) Research and Development for Production>PrOcess or

Novel Use Inventions

There was a fear>among.somepeople concerned that

adoption,o:f,a.productpatentsystemmight:impede

research and development for superior production process

or novel use inventions; HoWever; it was'· finally

recognized that, even if a product patent system"was

adopted; oncea.valuednovel chem.ical.substancewas

produced and came to be known,', an improved production

process for the substance or its ncveL use would also

beo;eparatelY'patiented,and therefore ·that research

anddev",lopment·· for these: inventions would not:be

. impeded as far as these inventions were concerned with

superioril1lproved producHonprocesses'or new uses.

- 17 -
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The price of commoditie>;~i>; governed by a variety

of factor>;. Though a product patent >;y>;tem may be one

of, t~ei~~~~~~ii:iL~:crn~~~~;I~~:';£~~~~E!~erbe

a determinant factor. The, price of commoditie>;'i>;

lar-gely:a function of the.iindu>;trial,and financial

policie>; "of the govermllent.

Taking, pharmaceuticaL product>; as-ran example'ua

>;urvey of international drug prices revealed that the

price>; of drug>; in the count.zdes with a product,patent

,>;y>;tem were not higher 'than ,tho>;e in;the countrie>;

without'such a >;y>;tem.

That'the adoption of a product patent >;y>;temwill

not cause price increases'is apparent from German

experience as >;hown iniTable 3. There, the prices of

pha.rmaceutical products werenoi: particularly irifluenced

by the adoption of the product patent system""

- 19,-

463



- 20':'

95

94

95

96

100

96

97

96

98

97

, 95

Real drug price
index*l (A/Bx,100)

Table '3

100 ' 100

103.2 108.7

108.7 112.7

110.2 114.6

112.7 116.4

11.4 ,119.5

120.5 123.5

126.0 130.1,

132.0 137.2

137.9 146.8 '

150.5 159.1

Drug price Liv~ng cost
,index' (A),' index (B)'"Year

1965

1962

1966

1971

1967

1968

1969

1970

to November, 1974)

,1972

1973

1974

(Notes)

*1) The drug price index includes the cosmetic products.

*2) The year when the product patent system took effect.

(Wirtschaft und Statistik's data for December, 1965

(2) A number of different drugs with equivalent

clinical efficacy are available on the market. Under

464



ofa drug protected bya paterit is unreasonably high,

the public will notus,( suchan expensive· drug-but

use some otherequi"~lent drug, >artd thereforeth';r';

was rio problem in this respect.

(3) It was also recognized that if, fors6nie>reasonor

other, the price of a drug t';rtdsto it~crease beyond a

reasonable level, the price earibe controled byniearii.

of a compulsory license syst';m f:iom'thest:aridpoiri't&

pUblicinteres't.

2.3 Relation . with the honoptllyof COllll:ltldll:ies

Pharlllace(,tiCalproducts areindispensable·tohuman

. life in view of their close relation to our health·'and

hygirie.Though therea:resomedhgs'for ain\6st>any kind

. 6fdlsease today, there may arise th';CircumstartCes that

even such drugs are not always suffic:ilmt. There may be

antic::ipatedthe caSes in which there is virtually not a

substitute once a very ';ff';ctivl,drug having asp'Eibific

efficacyisdevelope'd. This problem ~rillbepa.rticularly

serious if acompl';tely new, effeCtive drug has b';en

created and deve16ped for a disease forwhiChno6t:h';r

effective drugisavaiiabie.

Irtsueh a cas'e/'th'ecOmpaIlY whichhadd';veloped i
·

- 21 ';"



and therefore, th~re is the possibility not only of

market ~onopoly but also of ,price increase. However,

an this case also, it is pos,sible to establish a non­

exclusive license for zeasons ;~~:; n,o.~7~qrk::~f1g:_"0;., .Ln

certainF~S:tfsi~ an9n_~ex~lJ,ls_~v;e ),~ice~~;~"in, the. ,in:terest

For, ,~uch a patentee ,(e!'terpris!') " all that i'1

Ileces,sary is only to pay attention to the size of demand

and the maximum share, ,of the m~rket irrespective, of

production price (cos,t). Acc?rdingly, it may pursue

the maximum pr:ofit without regard to other factors,
,.'.". <; c';, ' ..' ,,' .',",', '_ ,._, -' :.:. ;c. ".' ',' •.......'.: :'_. c· ':.:' ',' .:,.":- ", :-, '," ,,_,; '."_,,: ,' ..'

- 22
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products" ,th~Mini~try of H,ealth ,a,n.dWelfa:r:!!, m2iY ClX'ger

,the compa.ny to, ob~erv~ a supply dllty of'th~, dr~}3', .and,

toth~r-eby,prev'entundesirabler~sults.

(:?X ,Icn,cas,e theownerofccapX'Clductpat~nt.does not,

worktheiny~ntion i:nJca,Pan nor' doesit,granta',li,cense

to a third person, supplies the drug only:thrClllgll',

;impor:ta,tion, and, morepye:r::,COnt:r:Cl), :tll~;import, cc"

c'1'herce Ls the:PClssibility .of: market, s~pa:r:atipn a,nd

PX'icegiscriminat;iClnin thisca.se. IlClw~Ye:r:c,th~ ceyil

re,slllts<canb~p:r:ey,entegby:meansClf "the gemal1.d ,for

':e,stablisch!nent .cf anon..exclusiyelic~nse(th~

,~~tabli~h!nent, Clfa,:ComPlllsory lic:en~~t,fo:r: the reason

of non-working of the patented invention.

~. 4 ',,;Enco\l:t'agement 'of Researcha,nd Deye),op"!e,,t

For the progress of che"!icaLa,'ldphar"!aceuj;.ical

industries , it is most important to ,encourage :r,~se:archers

in the: field. ,It was recognized: that,ccthec,c:omp2inies should

be encouraged t,oinYe.st mClr~ c'in, sc:ientistsa.ndtheirc

researches and tha"tfor this Pllrpo~~' a, pr,oduP,ta,nd,

pharmaceutical patent system wou),.db~the most ~ff~Ctiye

and suitable 'means.:

,2:.5 Others

(l lSomepha:t'mac:eutic:al, cClmpani~s had opinio"s ,tchatit
", '''''',',c''', w,

- ~3-
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\.las too early toa.doptaproduct patent system.

However; most of the oppositions werenotba.Sed on a.ny

detailed study of howma.nyyears ahead they 'will be

ready to acc::epta prOdtictpatent system but Were lIlerely

.iisnful,irresponsib1.e argtilllents tOlllaintain,the

sta'tus quo.

(2) The recommendation atthe19SS Lisbon conference

"£or'<reviSion of the I'arisConventionthat' the member

c'",untriessli.ouldstudythe possibility of providing

fdr ,the patent protection 0 f new chemical products

resulted:intheadvent o£ earnest studies and efforts,

"irimany aieasOf'the world, 'to'ado)?t' a product patent

system.

3. Recoghition at Present Stage after<the Adoption of

the Pioduc::tPa.tent System

:5;llteseaicna.riddevelopmerit

The fo1.lowirigis a brief review of the status of

reseaichand developIrient following' the adoptiOn of' the

produCtpaten£, systeIri',liIriitirig thesuhject to

pha.iItiaceutical prOducts.

In the first place, the trend of'resea.rchand

development is said to be truly reflected on new patent

"",.""." endeavors. Inthis

- 24



sense, the trend of patent applications ' prior to'the

adoption of the product patent system and tliatafter'the

adoption are sbownin 'ANNEXED DOCUMENTS ,I and ',' 2;"

'It will, be apparent from' these tables that , while

the figures'for 1975 and before, of course, represent

process patent applications only, the total number.df the

early publication of patent 'applications :t'ela,tedto

chemical substance's and 'pharmaceutical: products ,in 1977

(theyearinunediately following the adoption of the product

patent 'system)", accoUnted for about 60%' of'thetotal'number

of the applications in these areas,andfor,abolit:,less

70% in 197:8. In1979and:onwards,:the:,percentages aie

almost constant at about 70%,. In contrast, the'

percentage:of,theearly publicationof'thep:t'ocess,patent

applications was 40 to 34% during the initial years:

(1977-1978) arid has sirice 1979 been constant atabolit 30%.

The above figures appear to indicate that research

and development have been mostly cORcentratedinto the

development of new chemical substances.'

However ,the fact that the applications, of production

processes still account for about 30% of the total number

of the 'applie:ationsseemsto indicate that<,the importance

and the

- 25 -
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reseq,rch and.' qey",19pmentfprilnpr9ved pr9C",S"",S are .n9t

disregarded .'

As:a,' concLusd.on , it. iSb",l.ieved. that the pr9duct

patent system,9f.:rapanisand will cont.j.n~e providing

a "trong .incen.tive to her: chemi.cal and. pharmaceuc Lcaf

3.2:. Monopoly ofCommo.ditiesand •.Pr.j.ce.Increases

i'here, was initially a .concern that ,the·.adOption

'of a productpat.ent :system would invite monopoly of

of such results occurred.

(1) ~egarding.pharmaceuticalproducts,,.:rapanas in

the case ofG.ermany did not see,:any,real.increasein

. ,th",dr:ug, pric:es.asa:con"equen.ce ,0fadoPtiol).ofthe

product:patent sYS.tem. .Thisis.be.ca~se, th.",·Ministry of

He.althand.Welfare,has the. authority to ·determine the

drug, .prices under, administrativeprocedures.

Incidentally, recently, the Ministry of· Health and

Welfare has made ita.rule t.oexarnin"",'against,reasonable

,criteria, ·thepric!,s of:.cl'inically eq~iva),entdrugs to

:s",eif they. are reasonable or no.t.i'hi.,,:ise.v.j.den.ce

that the: product paten.t system is only on", t!"ctor' fpr

- 26 -



(2) Lastly, in regard to the monopoly of pharmaceutical

products, the bad influence of monopoly has never

been encountered since the adoptation of the product

patent system. That is, a large variety of products

for the treatment or prevention of the same disease

are available in Japan at the present stage, probably

as in the rest of the world. Therefore, the public

has an option to select any desired drug from among

a variety of products on the market for the same

disease.

4. Conclusion

The foregoing is a brief description of Japan's

experience in the adoption of a product patent system.

The product patent system is and will keep encouraging

the researchers and companies to make inventions and

thereby stimulating their volition to research and

development. We believe that the system will

contribute to further advances of technology in the

chemical and pharmaceutical fields. It is al~o

believed that these advancements are best assured

by the product patent system.

The responsibility for the above sentences:

Comlpanl" ..... ., Jalpan.
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and

th"mselv~s)byun LawfulLy appropriating

computer Piracy in Southeast Asia

PHi!!! ;
rights of.othe):s.

to unjustly enrich

property

Intellectual Property Rights Relating to

a fake.

who seek

inferior cOp'l.e)3. "';':'JIlh~"s'e ':para'sites- '~hcft:',:,thrive'"of:f the" c:re'ativity
,":-':;<C"; ,,:<:i' ,',,',".,';',";'" ; ,':, ',i"" .,"C', ".< "",' ..,'" , :"",-

", '

opportunities f"or the cQmputer induS;try, also brought al'ong the

phenomeno~ of ~omp(,t~r piracy. This' has been a nJw Ce~p¢:IleIlce
which ha:sCO"'ihtra'dUC¢d':',-'s-e-ri9us··,'prOh-l'¥ffiS,,,,·,t-b an'-"~ndus·t;ry,,:·t-h!Fi~,,_has

been p.rev i ou.sLy, spar-ed thEk at:t~ntion of t.h i.eve s arid coun::ter'fett-ers'

The rapid .growth rate of" the.,microcomputer segment of the data

processin~ Lndu's t ry ha s ,i~ ad:di,~,_~_?:O,to'--presenting':outsta:nding.

~;;:~~d~'~ts were

marketed fhl1'qugH -:dlr~~:-£:}cJ.#~~ctl~:~~:t;th :~~::kt~'~~)~s <~:h'6 we-re

*Patent Counsel, Contract & Licensing Matters
IBH Corporation

Recently, the compute; indus·try has been severely att~cked by

unscrupulous individuals and ,.~p~p~ii:'f~}~_'::s~~~gfl9'):td(;p~<ss~,?Jf . to

of oth~"sc;qI1t):ibute Il0t;hing- af)dt'rilmple C)nthelegitimate rights
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o f vcornpu t.e r' manufacturers'a'ndprograin pubTi'shers:who: have made

signi{ic::ant investments: il).'developirig new'technology'.

While the majority of industrial companies operating in Southeast

Asia carry out their bus i.ne s s' in a ;legitirnate manne r , ''it "has

become readily apparent thatcQunterfeiting operations have their

primary source in ,'that region. This'is il1' large part due to the

failure of:,'governments aridithe 'Judici,ary-~of,'couhtrJ.es in': the"

region to adequately'protectintellec:tual ptopertydghts. 13y'the

Southeast Asia region lam partic::ularly':r:eferdng to the 'lesser

developed count.rae si such as ;.H~ng'KCJhg,"':Iridoriesia~ Nal~l'ysia'i

.Phi.Li.pp i ne s , Singapore; Sri Lanka" South,;-;K6rea:;:<"Taiwar('and:

Thailand.

There have been count-Le s s t r-epor t s" of,:counte'rfeit per scnaLvcompuuer

products being manufactured in a number of·the's'e courrtr ies,

Furthermore, these copies or counterfeit products are generally

exported to either the United<States, Eur6peandJapan. The>level

of activity has.vbeoome so: seVere'andwidespread: t.hatit. r's'not

uncommon to find .sect.or-s. ,wi thin 'a city,,'where:spe'C'ial tystores ',have

been .fo rrned for,m'anufacturfng-:count'erf-eit' mach'i.rie s Jt.o :corder:-.

Also,. along with thecounterfeitmachil1e, which is usually sold at

a fraction .ofvt.he price of an authentic one, copies of copyrightEid

software and: manuals are made avaIlable to' consumers' merely fO:C-, ,

the cost of the media.

-2-
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There have, b~~n n\lIU~r:Otl.~;:}tt,'t~JJ1pt,p,.by,lunerican .compan.ie svt.o enforce

their rights in coun:tri,es,s~~,h':as ,.Tai:~anand in:' .many cases th-e!i~r~

efforts have been frustrated by the judicial process. One recent

SUCh" .exampLe i.,s; t.he A~sJ;Il~ssEll(>.f:oI.1~ P:Ei: -t.he, ;infri'ngemenb,::a'ct'ions'

brought by ,Apple, Comput.er. ill wh,ich .the. cour:tfoundthatthe

plaintiff, !,pple, lac)c",d, jurisflictipll because it, was" not: a

regist~red;, c9Ppofa,'t~0!l:,,(:19.in,g:: bus i nes s in >:Taiwan~, :'i,This deci.s.ion­

was r eached.. under, Inte"preta t.i.on No., 533 of the, JudiciaLYuan.

For~JJ.nat,~ly,_,::~,lt~ .Lower. __.case 9~~is.-i,.911·'o:f..:,da sma s s a Lcwe s-crevers ed by

the high ,9PUrt:, .wh i oh ,apparently ,reGoglli.edthe serious

r epe r cuss i onsct.hat.vt.h i s .deoi.s i.on , l]ight:'-:!J.CI,Vlat, Ln. t.e rrns r of .poLi t i c a I

and economiF:"~mp?q~,;.',o.t;l,,r:raiwaI1..: Glear1yj the Lowe rvcour t . dec i.s i.ori

was in direct conflict with Article 6(4) of the Treaty of

Friendship which guarantees U.S. nationals freedom of access to

thec:;ou~ts in ;_,:Taiwan and, :,the(;J.,cn,.rer, :court,:de,cis,i,oI1:iwas- a

discr iminat9.ry .and :.:i.:.n~,C?::r:::J;\~c1;•.-.

I tis..;;essen,tial,for:c(),tl:I,!:;tr:i.e,s, that ';,Cj.I',e, ::see.king' to.',,:enc.ourage'­

foreigninve:st!l}entto, p,,t:pvicie equa l, protec,t:ion under.:·,thei'r

na t Lo..Il,,9-1,:la w.~: for: 'fpr~ign ,c.:i,t)."Z eJ1,s.To'do,:othe:rwi'se.'"i's':,to .

enc.ourage a lack of "c.Prl~:i,dence,,in: ,,:fpr.eign: i,-nventor.s"a'nd:sources of

technplogy, thus :tending .t.o pe r pe t.uat.e a continuation pfa .Lac'k or

change in the, industria.l developlllentof tha.tcpuntrylndustdal

development is no:tkeyed pff theen<::puragement Of the abuse of the

rights of foreigners, or from the misappropriation' of fio r e i.qn

the and of

industrial knOW-how, technology, and legal access to intellectual

-3-
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angindus1:ria~proper1:ies; 11: is unlikely 1:hata foreign'iriveStor

would choose any. coun t ry which abuses foreigner-',s rights,' asva

place 1:0,.develop 1:echnology or invest' in any sort 'oCreSearcho!<

develop~entac1:ivi1:Y·'

In o r der.vfor.o.i.ndu s t.r-y to .be 'motivatedto'-,:invest',cin r e sea.rchror

development" of ,:tecl'mology:, particula-rly whe.rest.her'e cis,,, high

init.tg.·1;::,-capital investment r.equdred ,' it i-s",:ess'enti'al tor'

government's n·to .pr.ov i.de ali -envdronment. of' stabi-l-'i.Ey \~and

predictability with ,regard .t.ovt.hed.r laws .and :judicial procedures.

Sub jec t.L Y~;' i,:,iJl,te-rpx:e"ta-ti:-ons or .deci's.ionsrt.ha t' e ncouraqe or'forgive

infringement .o f- i;Rte-l~lectu-a:l -·pr.operty,~,right's -act;; .tio .undermrnev.t.he

confidence necessary for industrial investment in these countries.

In other legal actions which ,have:been'brought'in:Taiwan;for

trademark; in'frin',gement- and ,,<in ,pa'rti:cular;, ;:crimin:al:·.'ac:t:ions::whi-c:h

have beeninitiaf::ed: by plainbiff·s,there::are:'pume:ron5 'examples "'0'£

Lnconaequerrt LaL fines being; awar de dvarid of the defendants bein'g

able to effectively buy,theirwa.y 0)110 of. prison. sentences which

have be.e'n .Lmpo s.ed , WithiILthe::'l-a'st year , ,the Taiwanese ,gove'rnment i

has, amended their' ,tradernarkl'aws.>,to make criminal: s'entence's

mandatory in cer"t;ain, infringement actions. Hope'ful'1y/' this will

act a.sra de t.er r ent; by- raising the p r i cevof courrte rfea ting. Of

cour se , we':' must await and, see how; th~courts:applythis"new

statute and whether infringers in fact. will be treated· in as harsh·

count-e,r-feitingactivities.

-4-
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The pr-obLerniof disrespect for intellectual property rights is 'not'"

limi t e d-t.o . trademark mat.te r smor : isL:it limited-orily\to Taiwan.

Illustrativ;e of this is a ..recent study' pubLi s hedvby the'Japari

Machinery Design Center, JUDC NEI'1S, No. 170, 1981, dealing with

Japanese products which have been found to be counterfeited in

o t.he rvcoun t rd.e s • For.theperiod .'of .' 1967~19BO therehavebeeri

reported ,. 2.13.2 cases .o f i.de s.i.qn .and lor Trademark "counterfeitsof

Japanese goods. The. breakdown by.countryis Taiwa.n ~'711 ,South

Korea - 209, HongKong-196, Thailand -95, Singap(ore,- 57,

U.S.A., ~B6.;' In,19BO ;alonethe report indicates 314 cases which

a r e.e 'T.aiwan - 7S,. -south ,.Korea,,...:8 ,Hong.:' Kong,:-'8:~:,:~hai;land ";';lo.~:­

Singapore-I; U.S.A.-3.1cAustraIia,- '16,Germany - 13.

An examination of some of the intellectual property laws in

count.r i.es-ii.n.i sout.hees t :~sia: : show. ..t ha t; with regard:to'. computer

t.echnoLoqy ,,:pro.te'ct.ion is ,inadeq'uate,. In~orde.r_:to':-fa:cilitate'a

qu i.ck ,.oV;erview :oJ';,the,;present;status .of '.the.,copyrigh,t ..Laws .Ln

South,east Asian countries as they apply to computer proq.rams in

both printed and'readonly memory (RQl.1) , form, I have included in

this paper.a summary chart. This'information was compd Le d tfrorn

opinions obtained· from copyright .coun s eLs- practicing:: in sout.heas t.

Asia:, and is based:on,existing statutory' and: case law. An

examination. of .this:data shows that.:a s,ignifica'nt number:. o f the'

countrLe s. are- .no t, rnernbersof"anyinternatio'na-lcopyright treaty..

In.addi t.Lon, some o f. the count.ri.e s .such as South Korea,', Singapore

"'W:l .. /I",l"'y.$.ia

within their country in relation to first pub.Ldcet.Lon .. Cle'arly',

-5-
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the se Pr"()'Y:~_~Lons act t()'::'Pr"¢q, Itl_¢i~::,~ :_;J<:>:t:"~ ~-giiet· ;~<Jm'9l:?:,~9-,ir1~,r1g

copyright protection within those countries. Even if programs

werec:6pyrightable subject matter in those countries, it is highly

unlikeTythat one could justify publishing every program

simultaneously in both the country of origin and in another

country having relatively small market.

-6-
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i,COPYRIGIlT', PROTECTIONEORPROGRAHS,IN SOUTHEAST ASIA

COPYRIGHT
PROTECTION COPYRIGHT

iF'OR FOREIGN OF
uec BERNE CITIZENS PROGRAl1S

HONG KONG YES YES YES PROBABLY

INDONESIA NO NO NO NO

HALAYSIA NO NO PUB. I'IITHIN PROBABLY
30 DAYS

PHILIPPINES NO YES YES YES

SINGAPORE NO NO PUB. I'IITHIN PROBABLY
14 DAYS

SRI LANKA NO YES YES PROBABLY

SOUTH KOREA NO NO 1ST PUB NO
IN KOREA

TAII;AN NO NO YES YES
(TREATY IHTH U.S.)

482

FORH OF
PROTECTION
UNDER.
COPYRIGHT
LA\;

PRINT-YES
. ROH-,?

NO

PRINT-YES
ROM-ARGUABLE

PRINT-YES
ROl-l-PROBABLY

PRINT-YES
ROH-?

PRINT-YES
ROH-?

NO

PRINT-YES
ROH-?



Delving further'into the. issue of copyrightsin·this region. we

find that the protection of. software in the form of. ROM's or other

machine readable media is questionable and in some cases, the

underlying' basis 'of. copyrightability' of. programs' is; further in

que s t Lon.,

The most fundamental .. and widely used legal protec.tion available

for computer pro.grains,:,>that: are:marketed on a' mas svdds-t.r-i.bu't-i.on..

basis is copyright. Whatpurpose'q,sserved'by pe.rrni t.n.inqoabuse of

copyright wi t houti.tadeque.t.e compensation to the author. or dev.eloper.

of software? No apparent specific economic benefit flows t.o ',_!

national governments which encourage piratical activities by not

of fer ing leg{:il::. pro,tec~t-ion me.chan.i.sms . Ra.ther,., wh:a,td:r.e'suJ..,·t;s ; is', a.:

lack of'confidence::>which discourages -for e i.qn- inves-tmen.t:and in-the::., >.

long ',termle~ve::these courrtrLes:' in a Le s.se r' deveLoped .s.tat.ev..

As a. result of the, sudden widespreadavai labili.ty. of persoriaL

comput.e r.rproduc tsvend the' appar errtrfns a.t i abLe de.sire o.f. consumers

to have: as much. soft\jare,<;,a',s),they'- can.i pos sd.b Ly. obtraLn to -zun on

their. pe r-eone L: comput.e r s., there has developed what I consi.de r.: t.o .

be a decline in the moral andethical,attitudesinrelationtb

property rights in these products; The attitude that programs· are."

there. to be copied and.vdis nr-Lbut.ed at wilL has .become so pervasive:

that it'is<',even sometimes ~,enc9uraged~;ininstitut:i0ns;"of learnirl,g,~

Perhaps, this Ls.imereLyra .ques t.Lon. of. educa.tionand·public

and for'

the property: rights... of manufactureJ;s;publishers and aunhors, Tt.

-8-
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is incumbent' upon bo,th-:governrnen1:/ Lridus t.ny. and int'€,11ectua1

property associations to fill this educational gap.

We as member.s of indu:strialprbperty'organizat,ions: -which -ar'e

dedicated to the promotion and encouragement of the concept of

recognition and protection of intellectual property need to become

LnvoLved.ii.n: -this:'-rnatter'-, "'we must 'do.whe t.eve r i's-:, possible: to

educate »and -convcnce national governments' to ameridrt.he i,x laws' to

prov,ide·. adequate, protection for copyright. as well as' other'

LntreLl.ecnua.L prope.rt.Le s arid. to.-:s.tr,ive,;':for" fair.',ipr.:jus-t:enforc€rnent:.,'·

of those rights.

Another, legal'. mechand.sm Which is e s serrt.LaL for, protecting the,

rights of 'manufacturers. o;f:'personaL,' computer produc t s.r are.iLaws

dealing with:an unfair competition. These. laws generally prohibit

the copying of trade dress or appearance design of products.

, .1'/hilesome"of:.the.countriesJ in Southeast: l\siaisuch as Hong, Kong,

do recognize.industrial design pr-otiect i.onaundex copyright. Other

countrie 5 , t: .such:: as. ,Taiwan:,,:',do; -not:: have: adequatie ;provi sions under;

their national laws which· grant protection for. industrial designs.

In the .field or personalcomputerproducts, the rights of a

manufac.t.ure r to excLude: someone.re Lse.: f r om-makdriq. an:" exact­

duplicate of the'appearan¢e. of the product is, essentiaL . This' is;

in many' cases, -as',,: s'ign'ificant a: p r opert.yorLqrrt sasvt.he t.r adema.rk

which identifies.theproduct.: Itisa favorite, technique of

appeer ance.rdesLqniof a:product:and"interhal1y, substitut~
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inferior c i r'cu.i tiboards .and ot~er.co~p()I"l.ents.whic!:l,!:llI1Qt·iona1];y

op~F~te,in~~~m~l~rmanner to the 'authentic ~~~hine. The

identical -appear ance of the p.roductvdeceLves -t}:le,consuIr\e:l."c as, to

the source of the goods and the quality t!')at it .rep.resencs, ,The

practiqeof copying t!')e appearance designofpers()nal computers

has:be,come,sq :wi,despreac;l as ,to now LncIude mail··order -p\,1sines,ses

which advertise pictures ofwhatappeart() b", original products"

These mail ord",r !')ouses operate out of Southeast ,Asia "I)dship

counte r r e.Lc .products intoot!')er .par t s ofth"" world.

NOI< looking at patent PEotection, as it might be, avai,lable inthi.s

. region, we find that. only the,PhiHppines" Sr·iLan~a, SouthK()r~a,

arid ~apanar~ mernbe r s.co.f- tJ1E;!,' .P,~p.isC~:mv_lantioll "al1,4:that;.1;nd(;lne:~,.~,~

does not even have a patent law. It is a necessary and eSS~I"lF~~l.­

step for any country interested in industrial development to have

an effective. pat"l)J:system and to join,;i'ith otherc.olil)etEiesin

recognizing th", industria·l and, int",lle.ctual propeEtY., rights Of its,

citizens .aswelL as,of,~oreigneEs. !I'his, oou.Ld .pe acc:()mpJ,ish",(Ipy"

a country becoming a member of the Paris Converrtd.on, ,,·50 ~lpn~:<a.s.,

there is an apparent lack of understanding and action to provide

adequate leg"lremedies.al)dprpt"c.tionsfor.th", il)t",lJ,,,,ct:ual

pzope r t.y rights Of, foreigners"co\intries such,asthe {.Jni ted States

wil,l-;,rnov~,ulli,lateral1y ,to, ,ass,ert· ,poli:tical'a,.fld,.~cqflqmi.cpzessur-e

on those nationswhereth~i;rci:t:i,z~n's,_,:rightsappea:±·to.qe.~J:lUs,e:d:.'

An examp.l,e Of. this is th"PE.esentproposed .u .S..legislationwhich

.... , ,....,s.e..•e.k.,s to...•.,.::!.!'.1~!!:qfi.~~'S,.,.!',·bc" ....•~'EJ"R,iB"r\.t ..!',J? .•t.",~,.EL.!~".Et iij,!};..m",.,!gLrJ~.".;.•,!.gstiJ:H.!;•.L .

countries ;t!')at ",ngage in. unr"asclI'lablepractices, incllidingth",

-10,.
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denial of 'prOt''';ctiOnof intellectual'propertyiights

Pur t he rmo'r'e , theUnifed' StatesIntern"tiona'l Trade Comrrii, ss ionh'a's

recently initia'teda:ifactfihding study Of theeffec:tsOf

comntercial'cOuriterfeiting'on u.s. industry (Investigation

No.J32'~l58r. TheresuTtof this' study may be the recommendation

of legislatiori to 'specifically 'oount.e r'ac't. theincreasfng tide'bf

couriter,feit: products irl'to'the United States 'frOm 'seve'raT 'oithe

countries Trf Sdut.heta.;st>"Asia:. I f ,'is pds'sib'le'aTsb' fh,if : the:' ·'viantbn

disregard for intellectual property r-Fghts'Of fOreigh' citizens'of

the United States may cause the United States to reconsider the

general system 'Of preferences',withthe"pos'sibleresu'lt of the

susperis Lon 'ofirnpbrtation :b'en\~fi;'tis: itbr: :'cbtint,r'ie::s' t.hat

systematically 'disregard 'the i'ntellectual prOperty rights OfU, S.

c i}fiiz"erfs\

Thesefi':aie 'd'i:'a-s-tic'ineasures: whic'h. have":freve:re economic arid

pOHtica>lCOrisequenc:esi and ',fre: igeneir'allyl'e'ss',d";sirabletharii .sr:

having':,runifOrm' applicatiOn bi indus ti'i'a'lprOperty'rights

t.hrouqhout, it.he wOrld.

In many' -case s.' 'ilTegaT' conduct b:f>;p:a·,t-t'ic\ilar i-hdividuaTs' o r firms" "

ehgaiie'd 'in: ,:the bus ihe 55::'ofcouht'erfeit:ingare< -known by "government.

officials 'through complaints offoreigh'companiesor'through the

cbUrtsystem, It woUld be extremely-helpful if there were

na ti.oneL'<Laws -which wouLd :'p-t'event -bTferiders:wh6 are now engagihg

inXi;O'rl_~have','bee'h;-,':'CO'tlv-icted,:of:',:'cciuhte-r'fe-iit'ing" ,_,tr,ade"inar:ks~ ox

p roduct.s ," from Obtaining' valid export 'licenses'f6r' ithefurther'

-11-
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exportat1oribf counterfeitgobds.' In addition, adequatepblice

authbrity shbuldbe given foi irivestigationand seizurebf goods

urideinatioriallaws tbpreventthecbritintiinginfringemerit of

intenecttial property rights andfbr theseizureanddestiuct10n

of infringiriggbbds so' as to make' the price 'of' conducting' such

unlawfu'1:"activitTe's high: -errouq'h ,t()< di's'cdur;age:e6n:Ei'nu~'d'act.Lon,

If there1s-a:' corrti.nued encour-aqenent-' 0'£ 't.hev coun'te r fe Lt.Lnq

condticted'bycompa'niesthatdonbt'sta'nd behind their product,

there ",in be created a . lack o:i"confidence in theil1tegri tyand

quality' of any<prodtictoiiginatiI1g from the source' co'un6:ies.

This' effect could spHFbve'itoother>industries and have a

disastrous effect on-tihe exportation of legitimategobds

manu-f-irctur'edin,-those'-:"cou'l1tr:ies, eifhe:r undervl.Lcense Or 'through:Y ­

independent" development. It Ls :not in'the interest of any'

developing country to instiH'·in the rnind'o:i'the'cons0.riter"an· image

of shoddy knock-offs as a representation of the quality of its

national industry.

~'le asvmember sro f industrialproperi:.y organlz'ations;'>and praCt'i'cinci'

attorn~ys'in the field of' industrial propertyshbuld do everything·

within ." our)power: to' commun.i.ca t.e :,the ccncexns: o·f':::the owners' of

inteHectualproperty rights' and:i'o'ster theresJ?ect and equal

p ro t ac t.Lonvunde r natLonaL'<Laws fori the' ownezs of" 'such righb3~

encouraging, and where possible, become directly involved in, is

-12'"
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the ,rec~!1:t :yisJ.,~",l:>y a, ,g()Y~.r::l1xnen,t-ipci.u~'t:rYo,ci.ellegation'frOITL:th~

Unit,~d,~t-a:t'es",with :,~heiIC ppunt,13rparts;":,;in,,TaJ,wan' ~,nq'$9,uth:, KO:r:~a,~"

Through the meetings. cond"cted bythis·delegation,repre:sentatiyes

f rorr:;~.J.1(:l}l s t,;-Y': assocLat.Lons -and g9.ve,~n,ment·wre r e .·able'tof::r:~I1k1y

discu~s!30JTle,9f.·t:h7:)maj or. Lssues whi ch "con{roI1t,.t:J1ei-r ,:~es'peC':tiy~

c ountr.Lesj and, s uqqes t, I1l~~sur~.s:'·: WtIiC:l:l,.l1l:ig!lt; be ta~?J1i:,by,theJ':r:

governments to correct abuses of the rights of United States

citizens. Ap a re.~:u:l:t,:.:)~ot'I1:,: t,l1e-Tai\ia:I1cs~. an,q ,SouJtl: Korean

governmen't~:,indic,~ted,':'th,ati,t,hey__ . wouLd :beg,iz:1 to :ta,k~:some:.:mea,sure,!?

to study. the Proble:I)l and fip(1)apprqpriate scLut.icns., Through such

a continuing, dJal.og':l,~,:!-" I be Li.eve t.h?t we ca,nC'0nYi'I1ce g9.vel:"nmen'f:.~,­

in Southeast l'I.sia andcot.her. parc1;,s of. the world ,that· ,it. is. inth.eir

own self inj~·!e.:t;,~,9t, ~9;·,:jo,4}).,> int,~rl).,9-;tJ9nal,:J::rec3..tJe:~:"de.c3.1:iI19 ,~JJ·p..·.::t.:t"1,ei'

protecj:iQnQf .il1te:lle:ct"al property rJghtsil,l)do..1:Q, pass "ation"l

laws that, prov.ide il,de:guat.e: protection, for thein1:ellectual

c;:Ef¥"a;~~v,i1:.Y::--: :~w1?p<:1,;§!d ;, ,,~:f:1 .~.~C,.l).flq ~ogy,vf.I:: iJJ n.9;~;-: and. Lnd~sitl:'Ja ,:I."

p.roduct s ,.

In the arena of microcomputer technology, which promises to be one

of the., most; p.r;p.mai:.i<:.::g.;o\ol,th, indl:l,~~r~,.~~", of t-tte,,:~-q:~.~,:now. is,;,the:

tiI)le. to promote tl1e:.protectiol) oJ: intellectua.l .• prope r t.y. which

would ericour aqe c1~ye:lgpmen~;~fl(:l.~l1ve.~~J:ll§!I1t"W'i·tl"1in:.,t.he se ;C9Y9tpi€!~;."

Throug~,:"rnl.ltu~l re.sp,I::!:~ __t of each. p,:ti:lers, r,~ght.s, coopera t Lon,

techno LoqLca.L ~?<.s:llaJ:1,ge andvandus tr~'.ll.q.!=ye~PP1'l1§!nt::can, ,~lol.l:r;t sh,

-13-
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INTRODUCTION

With the increased demand for brand-name goods of

advanced countries in overseas markets,. various types of

counterfeits and wrong acts have invaded the markets of

genuine goods in an international scale, and have brought

considerable risk to the public.

More than 90% of the counterfeits are said to be produced

and sold in Southeast Asian countries r or export.~¢t"".:f;-om

these areas to overseas markets. If the productipp, of

counterfeits in these areas can be prevented, m9?t.

counterfeits will disappear in the markets.

Technical levels iri Southeast Asia, especially in such

countries as Taiwan, Korea, Singapore, Ho~g Kong and

Malaysia, have recently been improved with growing con­

nections to subtle wrong acts. Even products in advanced

technical fields tend to be imitated. Counterfeiting

acts has become more and more difficult to find and

identify, and the legal remedies are insufficient due to

weak·protection system of intellectual properties. Under

- 1 -
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This ar t i.c l,e is comp.iLed on t.he basis :qf·nM~.asuresfqr

Preventiqn qf Trademark Infringement in Squtheast Asian

count.r i es " published byth.eTradem.a1"k: COmmitteeiJapan

Patent Assqciatiqn. Part 1 qutlines the measures fqr the

preverrt.Lon of trademark infringement: in·,squtheast Asian

countries, and Part 2 describes characteristics of

infringement in Taiwan, Korea, Hong Kong, Singapore and

Thailand where infringement is frequently fqond, and the

methods of abatement.

such situatiqnsF .,th~. t1"ad~ma1"k 1" ight·has .ran. impq1".tan,t

role in anti-counterfeiting.

- 2·-



1. OUTLJ:NE'QELMEASURES >FORPREVENTION OF 'INFRINGEMENT

Since goods in this field is rarely used

general consumers, and consumer goods such as

drugs require governmental approval or permis­

sion, little infringement is found. However,

counterfeiting drugs in package designs and

trademarks are occasionally found in the market.

':C) Chemice'Lsv.and' phazrnaceutidrcaLs:

1. Pre's'ene:-Si-tucitions

(I) TechriicalRields of 'Cdunte'rfeits'

ii) Fabric goods

In this field, the brands of well-known Japanese

manufacturers were found to have been attached

to materials, which are supplied to processing

industry, and counterfeits are difficult to

find.

- 3 -
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counterfeited.

high technology such as tape recorders and

VTRs, ac;cessor,ies such as recording tapes are,.' ... -". . -' ,_. ,,' ',- '-', >: "",' "':- ,:.,., .... :. ',' ,'\,' ,', ",' .,. ,-:', "': ... , :::, ..:- "'C""-',.' .' i' :

o In house,hold el"ctric aIlplia'lc;e" , , for those

which .oan be ,maI1ufac:t~redp~lati~,,:lyeasily

such as radios and €:_~.~,c::_~I:'~.c _,~~~:S,", fi~~.~ goods

are counterfeited, and,;.C?r _\tJ:1(),~~ ,re:,q':1I,r:ing

tqgetherwith t~eir packages.

o In motor vehicles, fenders, bumpers, oil

fi'tter:g:·,{: -'r'ecd:~'View(;mirf'or's~' ~-gask.e:t"s-' o'r:'6ther

repair parts are frequently'c6'urit.erf"fft.ed

- 4 -

and their parts are counterfeited.

vehicles

infringements. Some examples are as follows:

quently found, amounting to about'90%'6f'total

C6uritet'feitirigiri these;ffel;dsfs m6s't.fie-

iii) Electric and mechanicaFeqliipment'm6tor
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Only packages are counterfeited and bad goods or

exactly same as the genuine goods. Some

coJ~'t'erfei.t:'" are so exqtiisit.et'h~'t" they cannot

b~ d£it:{ngu{';h~Clfr6mg;e;A,',inegc,c,ds 'from appear­

~£6~:~£fhbJtc6rid~dting·m~s~t~~a~ina~i6rior

<~i~lpifFgfIri.i'~~iikLit€'~:;Js.

The counterfeits of stationery sudh as 'staplers,

The package as well as 'the good 'itself is

i) , Dead copies (use of the s ame traCl,emark ,in the

.same ,produc,t)

'il)' Cc,unte~feit packages (padkage 'simulation)

(2) Manner of Counterfeiting

496



iii) A.perr.t.LaL modification to trademark (use of"the

similar trademark for the same (product)

A well-known Japanese trademark a part of which

is changed is used. Some uses the same calli­

'graphic style but 'a different ,spelling,

iv) Use of trademarks in 6ther goods

Well-known Japanese trademarks are occasionally

'used' for other types of goods. In the past, the

- hr-imc1-name ofa leading Japanese electric equip­

ment manufacturer has,beeniused for watches, and

that of 'a camerama'nufactur-er has been, used fpr

attachEl cases.

v) Use of brands 'as part of .t.radename

Well-known Japanese brand-name are used as a

part of th"trac1"name'6:fa company to confuse:

"the, sub ects of marketing.

- 6 -
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(Total: 42 cases)

(3)
7.5%

Others

(10) 24%

Similar to genuine
trademark

- 7 ~

76%(32)

(Total: 42 cases)

Chemicals,
pharmaceuticals

(B) Manner.. bf\counterfei tr- trademarks

(A) Industrial ·fields

* Figures in (»snows .thenu:ml:!er of.: c.ounterfeits.

(Questionnaire)

i) Fact of counterfeits

(3) >ISurveyof Counterfeiting on Japanese Companies
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ii) Countries where counterfeits,wel:"e'fol.lnc1a,nd

produced

(A)CouIltiies ",he,,::e counterfeits ",ere found

(Total: 54 cases, over 12 countries)

Philippines
r

Taiwan Thailand Hong Sings- Saudi Kuwait Korea ~ Malay Others
Kong pore Arabia da

(6) (5) "(5) ,'/" (5),' ;(2); '(2) (2) ,J3) :
(16) 30'% (8) 15% 11% 9'<. 9'<. 4% 4% 4% 4% 5%

(B) Countrieswherecol.lntel:"feitswere:produced

(Total: ,42 cases over ,8col.lntri,es)

Stnga- Hong Unknown Others
pore .Kong

(1) ,(1) (5) (2)

2.5% 2.5% 12% 5%
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of the trademark is sent to the other party.

(5) 9% (3) 5%

Adver- Pamph­
:<tisement lets

(23) 39%

Indication on
package's

(Total: 58 cases)

(27) 47%

- 9 -

the local agent.

Indication, on goods

iili Consi~eririg 'local cus't.oms or problems on lan­

guages /'the letter of warning should, be written

i .~YthelOC::«:J, «gent, ancI.sent under tj"le name of

. il,bwhen ' ihfr'ingement. is rel«tively.slight, a. letter

iii) Method of counterfeiting

(1) Letter of Warning

, .

2Anti~couhte*feiting,Actions
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'iiile 'Asthe'letter,'ofwarn'ing may' give the chance· to

destroy evidence/thiS snouldbekept in mind

when it 'is'sent'.

(2) Warning ··wiithAdvertise'menFon'''i:!wspapers

il '. 'Advertisel1lentsare made On newsp,\,pelsto w,ih

the manufacturers and dealers of counterfeits,

and also to advise general consumers not to

purchase the'counterfeits, Advertiseml:'rit is

,usually inade.'under the name Of' the agents.

ii) 'Asunclearadvettisemerit may afl:ecF thl:"market­

ing of genuiriegoodsi "dHferenf:e between

genuinE! arid counterfeit "goods ..should'be'

described in detail as much as possible.

(3) Negotiation with the Other Party

i) In case themanufacturer'df the couriterfeits is

known, and damage is" slight ,'it .l"colTirnon

practice to negotiate with' thedppo"J.t:e party

beforeP'tOceeding1egal "procedures.

- 10 -
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iiL In ,Taiwan;" ij:isSfli(j,to>bee;ffectiVeto go .eo

the, ,mapufac,t\.ir"rc or dealer ,pf .thecpunterfeits

together with the local lawyer (an(j policemen),

capture the counterfeits and negotiate not to

manufacture,(pr, deflLw;i.tl1lco\.intercf.ei;j:sk

(4 l .))J:,atemen.j:, pf.Counterfeitsthro\.ighCiVil op,C:ril[l.inal

: Suit..

il\'f!},,,j:!}HS.iy.il or 9rim.inal"pro!Oed\.ir",oLboth are

caken .is dej:erm.il")e<l.;,ac"orc4.ing" j:o tl1e!Oopditions

of infringement. Since most manufacturers of

.count.er ~eits,/ ,in ,$q~..tl1.a<3.S1:,>~§~aI}:-A::91J.I1tr :i.;~s a:t::e

I?"j:j:y, ip<l.!"l[Ip.ity , !Oapp0j: peexp""ted, flpd the

cr).;m~~fi~,;pr()s~q~r~§>,<3.;§:-~g;~ ~~~eg:t:~y,~!-·

ii) In civil suit, the following items should be

claimed:

o _p:r;oh}bi 't:,~qn':d?f,.:~I}tI;'~,~9"~-IJ!~flt<:

o _perna~d ;9r ~~~e~i~y:

o Meas,ur:es !or,.xEfsoye;y:., of",c,redits

(request an apology. in newspapers) .'

- 11 -.



(5) Settlement through Industry Coalition·

·(6)' La9'''l'Actions taken by Japanese Companies against

counterfeiting(QuestionI1ai.re)

Stopping customs
'c'l'earance

Civil
'su·it·,

Warning on
>riews'pa:I)'ers -

Negoti­
.it'ib'n

NeglectLetter of
wa.:rriing

i) .Actions

(Total: 63 cases)

Criminal
su,!'c'

(l7) 27% (10) 16% (9) 14% (7) 11%
(6) (4} (3)
10% 6% 5%

(7)
11%

ii) Solutions or remedies awarded

(Total: 44 cases)

Criminal
penalty

Discontinuation
of:'iri'frfri£i'etU'en t

Inde~ity Apology in Others
newspapers

(14) 32% (7) 16% (6) ·14% (4) 9%

- 12 -
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P:r~g,~':,£9_~~~tlc~.: and
Medical Instruments Acts

.,,:

:' ; .

coun~ries;as possible ~qr a:~~de irange ~~;

Educational compaigns

, goods.

: :, :

cob:lit~ion:;

i) Tougher laws and regulations

i), Tr~de'marks should be registered i:n as many

iii) Applicable,l,awsc

(Total: 50 cases)

(2) Registration and Maintenance '~f'V~lid'Trademarks

i 'C"', ,', ,<, , , I

Trademarks Act or Prevention of Unfair Criminal t
Regulations Competition Act Law

i" (7)
, , (1)

(29) 58% (13) 26% 14% 2%

.' "

,", ,",
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ii) Proper use of trademarks

Avoidance of cancellation of registratioriof

trademarks not in use: Use of uniform trade­

marks in all advertisement

(3) Avoidance of Misuse of Trademarks

(4) Establishment of, -PoLd.cy.. on'iTntellectual Properties

aridiAnnouncement to'Third,'parties

i)' Distributibnof position letters

ti) Announcementv.of poli6yiri,mewspapers

- 14 .,
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1. TAIWAN···

1-1 Features of Infringement

According to survey on the counterfeiting of designs

and trademarks conducned. by Japan Machinery Design

Center in 1980, the number of cases of counterfeit-

ing:;Japanese.goodsfound throughout the. world· was

314. Of these, the number; fOund in Taiwan was 75

accounting for 24% of the total. The number of

counterfeits of;..Japanese goods, produced throughout

the world:;was.. 241i .o f . which produced in. Taiwan was

178 accounting for 74% of the total.

It should be noted from.the above survey that Taiwan

is not only the area where the counterfeits of

Japanese good are frequently found but also the

area where more than 70% of the counterfeits are

produced.

According to survey on counterfeiting conducted by

the Trademark Comittee also, Taiwan ranked first as
•

the area where counterfeits were found and where

they were produced, and the fields of the counterfeits

- 1 -



ranged Qver;almost all industries. Thedegree'()f

counterfeiting was also diverse, from dead cop~ to

a partial modification to a trademark.

1-2 Actual Cases of Counterfeiting

(1) The case where a character in the trademark

of a well-known drug was replaced with a homo­

phonic different one.

(2) The case where the packages of motor vehicle

parts, hydraulic control valves, etc. were

counterfeited.

(3) The case where the dead copies of video tapes,

no-fuse circuit breakers, elect~omagnetic

switches, etc. were prQduced, sold and exported.

(4) The case where the label, design and color of

'ad.he-s"tve tapes wer~- ":ccouh,terfei;ted,:'-ahd~-::thos:e'

on which a trademark- almost' indistiriguishable

fronL"thegenui-ne'. one: 'isi -a't.t.acried were"-produced

and sold.

- 2 -
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- 3

local trademark attorneys or na~~yes

must indicate the use of such licensed trademark

Law). Furthermore, if the licensee's infrigne-

The licensing of a trademark requires the ap­

proval by the Government, and without obtaining

such approval, the trademark right may be can-

celled (Article 26(1) and Article 31 of the

ment on licensing conditions is tacitly

permitted, the trademark right may be cancelled

Trademark Law). The licensee of the trademark

".' ,d', ':' ,".: " ..,.'

on his goods (Article 26(2) ~f :the Tr~demark

(Article 31{l)W of the Trademark Law).

',lltives. Infol:matiqnmay :alsobe,provided by

(l) ::In, .mos.t. cases,,:the:tactof-counterifeiting is

(2) Proper use of trademarks

(l) Establishment of own trademark right

1- 3 J:>.r,eventiyeMeasures :d'gainst Counterfeiting

1-4 Detection and Survey of Counterfeiting

508



,Tn Ta,iw,an ,sornereti-red-policemen,:;'are:--:8aid

to carry out:market survey, and to offer

ipforma,tion on counterfeiting.

2) As the investigation ()f counterfeiting should

be made confidentiallY·iit may be: better to

entrust trustable natives.

(3) .. When counnezfe i.tis axe f ourid , pur-chas e.ione or

more as evidence and obtain the-'t:ecei-pt in

order to clarify the place and time of purchase.

(4). :If.it .i,s unclear ,whether counterfeits fall

under ·the infringenient'ofthetrademark. the

use'ofthe:affirmatiori judgement 'system should

be 'considered (Article' 546fthe''l'radernark Law)

It takes about 3 weeks for thec6nclusfon.

1-5 Anti-CounterfeitingActions

(1). :.Thediscontinuation ofcotinterfeiting'and the

settlement with a.rt.Lme limit: sould be demanded

withwarning<to the counterfeiter bya

- 4-
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,:If.,compJ'omise isrnadeirr.this stage; .make the

9therparty report the.'rrurnber ofcounterfeits

produced andsoYd;· s.t.op; counterfeiting', collect

the counterfeits and deliver them to the trade­

mark; owner. or' dispose. them; in: ,the' presence of

the,',. ,trademark:- owner.;

(2) When required, demand the indemnity, and make

,the counterfeiter publishan:apology "iri a

ne;ws.paper ""

(3) If the producer of counterfeits is unknown even

cpy :i:nves"tigat-ion j: ::the',.'advettisement::of<warning

;in'lJ",wspape.rs.should'b..e .consideJ'edin order to

ch",ck,the.pounterfeit",r; 'and ,to 'noti,fy, to public.

-,:Th,~_,:.-~exp~_n~e ::for.'-',art fadvertis;ement :-,':is::'::-abo:ut

ll5$1.;5,00.

(4) Complaint or Denunciation

1\1th9ugh,:the; ;'l'a;ipei , Di.st;ric;tCourt .de.cdded 'that

·-for,e,igne,rs- h:av:e::ho,·,:r:i:ght :b'f <complaint'r ,>corn­

pl.aiptbY'l\me'J'icans: has: recently: ·been'accepted

- 5 -



t,h!:"oug!l t,heiJ;1terp:r;",tation ofth",. t:r;eaj;:y

between. th.e ccunt.rLes •.

;(.5) ·l'Il:l"'l).,qrllgs <ire c91lnterfei t",d.,·it .Ls ",Jfec;j;:iye

:r;,eqllest the c:;oye,rnm",nt; to .cance), the

manufacturing Ld censev..

(6) l'Il:len counterfeiting is in a large scale, anti­

counterfeiting actions through industry

coalition should be considered. For Japanese

goods, satisfacto:r;y results were obtained in

the following cases.

1. The case of Japan Automobile Industry

Association in 1979

2. The case of Japan ,Tool Union in 1980.

1-6 The Trademarks Act of Janua:r;y 28, 1983

lnthe revision of the Act, well-known foreign

t;ademarks are protected in Taiwan even if they are

not registered. Namely, the one who uses a trademark

- 6,-
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same -"age"Or) s'itnifa:r 'to",a>,well~kh'bwn':'for'ei'gh'.-:t'rademark

which has not been register'ed'ih) Taiwan shall be

punished with imprisonment for not more three years

or detention and/or" anne hot exceedidg NT$'30, 00 a•

In addi'tione,:"'the -pene.Lt.y- J'Ol:" -:tr-ad'em'a'rk-,::ihofr'ihgement

has also been strengthened;
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2. KOREA

2-1 Features of Infringement

According to s:lrvey on counterfeiting of trademarks

by Japan M,,:chinery Design Center mentioned above,

the number of cqunterfeiting cases in Korea is the

second to thai: in Taiwan, and arefrequen,tly. found

in mach Lne ry ,and, electrisal equdpmerrt , The total

number of caFes of counterfeiting Jal?anese goods
,',- ...... ','- .. ,-', ,.,.... ". , ....... ,", '-" -., "', .-' ,-,., ','.. ,', " .. ," ,'" ,,- ,"'c",'" ,.'" .... , ' ,.- -, _.:

found in Koqabetween 1967 and 1980 was 209.

All Of 8 cases found 1980, were in the fields of

,\,achinery and ,elec:t"ic:a1 equipment.

According to questionnaire by the Trademal:k~ Commit­

tee, the numbers of counterfeits produced in Korea

were 2 in electrical equipment and 1 in textile.

2-2 Actual Cases of Counterfeiting

(1) The case where electric heating cabinets and

electric mixers on which the house mark of

a well-known electric manufacturer was attached

were and sold.

- 8 .:
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ive measures· against counterfeiting of licensed

tr~d'eITl~"~sth£t" fli.e·iegis£ra'tL",·iI'6f the right of

using the traden'ta'"ks'rnust b.:,a6ri:j'irm~'d::I:f:ifh~s

in Korea and exported to Middle East.

(2l The case where polyester fiber was counterfei~ed

- 9 -

th"e cases are settled through negoti"ation after

;'arning, "'pr'ob'<ilily' beca';se of st~6ng"regulati6-ns" by

the Governm~nt. It should be "noted "fo~::' the" pievent-

Both above cases were settled th':ough' the delivery

"of letters" of war~'ing from local:agent;', and ne'1oti­

::a.;t16\1:\:Jifti' i66riri t~'~'f'e i'te'rs . 11:: s~'~'rns ;::,:c~ K6:r~~;: (iii'a't

riot beeri registered, said tra.demark right maybe

2'£iri~efl~d: "

:514



3. HONG KONG

3-1 Features of Counterfeiting

As Hong Kong is a free port, and plays'a) rble of a

transit port in the Chinese rnarchant route, counter-

feits produced, in other' countries ' are' :frequently'

fO,undin 'Hong Kong. According :to answers to: the

above quest.Lonnad.r.e , _·the-,-numb"er:. o.f-:·'cases',fo.u'nd

ranked third after Taiwan and Thailand. The fields

"'9:f,~counterf,ei_ting"range:' wid~:lYi'" such as :' elect-ri'c'\

appliances, machinery, textile and motor vehicles.

3-2 )'.ctual Cases,:of;Cbunterfeiting

(1) The case where switches on which a trademark

same as the well-known one was attached were

imported from Taiwan (probably).

(2) The case where automotive parts on which a

trademark same as the well-known one was

attached:{mported from Taiwan and sold.

- 10 -
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(3) The case where adhesive tapes on which a

trademark similar to the well-known one was

attached were imported from Malaysia and Taiwan

and. sol d,

3- 3 Ef:fective> Preventive' Me'asure.s0,' :Against Cbunterfeft:ing

(1) When it is considered to relate to public

benefits , it can be filed with the Department

of Trade, Industry .and Customs. Tile. e"amples

of relating to public benefits are the cases

where the place of origin is improperly in­

dicated, such that "Made in Japan ll is indicated

on goods produced in Hong Kong, or where the

commercial image of Hong Kong or the benefits

of consumers are ill-affected ~y such a

counterfeiting.

- 11 -



For example, when complaint was filed against

counterfeits on which a trademark same as the

well-known one was attached with the Department

qfTrade,;Industry and Customs, the, importer. .

and,t.he ·,d.e<>.le.r who weredoubt.ed .t.o: have -the

..,stock of, Counte.t"feij;s wereinves tiqated, and

),the,:,c.9J.1rt:te_~:fei::ts;.couLd. ,,:bJ~ :_se,i·~e_q.~

(2). The offe.rers·ofinformaj;ion Onycounter·feiting

are i nyi:_t~d! usi.nq ,_a<:1v_er:~isement;,::,~ithaw,ards;'.

- 12 -
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4-2 Actual Cases of Counterfeiting

(1) Register trademarks in Section A of Trademark

Law. Registration in Great Britain is pre­

requisite to the registration of trademarks

BeC'a1.1Se-i'S:irig"apor'e (is' .a freep'tjrt.: ':ma.inly: 's iipport.ed

by itrans·it· tradei,' imitations' d-nftingiihg ·trademark

riigbts 'ea'fily'appe'aron th~ rnarket'P; In tb"fquestion­

narie, it t.akes» :'sUbs tah-t1)aT: p Lace ,35';O<a !lbca.t'ibn where

the imitations are found. Also in the data of, the

Japan: :Ma:chi;he~;:oe'sigrC-Cen'ter::',<11i imi-ta:tl0rts olft 0 f':'

314"'<:a5e5 'found' .were'irl·'SingaporeJ (J'·5%h·

By the questionnarie, infringement against trademark

rights by such imitations was found as printed

cotton, micro motors, contact points and plain-paper

copiers.

4-1 Features of Infringement

4. SINGAPO.RE

4-3 Effective Prevention and Abatement of Infringement
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for textile products. If a license isgr.anted

for a trademark, it is required to register it

on the original register. Although a well

known· trademark can.bej theor"tically·protected

by common law·, it is difficult.to obtain ex­

pectedresult, bec aus-e therei'? difficulty in

provingi that· it jis·cdinmonknowledge i,'and

:)becausej even iif :i-t: -:i-s:acceptedi~,<'there is, a'

'jucidiaT decf.s'Lonvtro rejet:t· the appeal' for

o"'-:abatement'::' -llnde'r:',:suchreason why ~i tis!":: not;.

prbdUced·andsold in Singapore·;

(2) Raise An Advertisement with Awards for An

In former on thei..lrnitati'o'n'

Infringement becomes difficult because the

infringer cannot know who informs him.

(3) Sand A Warning Letter to the Infringer, or

Proceed Against Him Criminally with Evidences

EVen if· i,tfails to'prove· the .fact; of infring,,­

ment, it serves to prevent recurrence because

- 14-
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5. THAILAND

5-1 Features of Infringement

- 15 '.~

(1) Cases where production and sales were conducted

for brake shoes, clatches, gaskets and oil

filters of automobiles by attaching same

trademarks on them.

('2:) A c ase vo fca v.acuum.rbo t-tLevwat.h va- s LrruLa.r

0:;. -t r-ademark-.'

Actual Examples ofCQunterf¢iting_

Thailand_- is: next place to'. Taiwan.in-South-East Asia

ondis.covetyand - product.Lon of- imitations . Accord­

inC] tot.he-d;'t" aithe. Japan Machine Design Center,

the imitations foundin..Thailand were: lO.out of 314

cases. (3%) ·;which. was .. seventh in the world. Accord­

ingto;;·. the:.ql,les-tionnar:i-e:-, the .imi. ta;t:ion.- was; PFe­

domi.naced. by:' th~<-;field::_pf ,1;1:-_autolPobLle-:~il;1 ,"':cPi:s.GPvery

and production were.3.7% .. and: 66%:.e.s:pect.ively.:~n

entire industries.

5~2
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A that case, it is required to obtain suffici­

ent evidence on theinfringer a.nd the il1l{tati.;'n.

It is,. adv i s edvchat.; the'collect',suchevid~nce,

an expert s ucn as a local patent agent: llliLirily

work with asseistance of the local r!i'presentativ~.

- 16 -

(1) It is essential to apply and register the

" traderriark. An unregistered trade~ark'may be

protected"under cornmon'law if 'it 'is very we11­
'known one. However, it should' be noted that

is v!i'ry'difficult to P,,"ove ',that the mark

tis'ed '::1"5 :::t;ielI.":knO\'lrl ,'.

(2) , A criminal 'action may be 'taken' as a 'means 'to'

"seize fl1e:iirrti fatTc>Il :;in : 'a: sh6r~ ~-,p-~-~idd 'while

its' assesment is ligh't. The proceeding -is'

commenced by reporting it to the local police.

5-3 Prevention and AbatementofIn'ir'i.ri~~lIlent
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original patent application of its nationals, and a

complete qriginal patent application is so published

before the expiration of the 12-month priority period

for patents referred to abqye, the priority period for

such published patent application shall be extended

from 12 months to 18 months."

w~, ",ha:v'e=:,_;.~c,F1-,l:"e,:~:ut))~:~:.s,t::u(~+~d':th~_, 11P~C)I2P~,-~r~ ::" for
cori~knt:'.i."on 'pr:i:o:ffty ·'e~teri.sio-ri' based up'dn d optional
ea,r~y, t!;ublioa,tionadval}ce;cl ;;..p¥;tl)", ·f:r:PI\An]",,,i,c;a,n
Group at·thePIPAKobe Congress. The "hoposal"
is pIl~ikgl;y,t().):>e,a,PFeplie:d. in... JApa,n, ..pe:Fa1l9g .... t.he
introduction of new optional early publication
syst~,l1li',FE;q-p;i::r:',~,~L-:,a,,_l;,e~i;s~8n_,ofi,,:_:t:_rp~..':r:,ef~XClni:; l~\'fs
in japan and als·obecause pdodty pe'dod exten­
sion is substantially attaina..p.le ,bYlilteuse.',9f the
peT route. In Japan, ._discll5s'ions are now aroused
as to the problems awaiting a prompt solution for
the benefit of the applicants including law revi­
s i ons ~,_:fp.r,.:the ,~Jnt:,r:.A¢luc1;.,ion,_:,pf;QpIl}~.~t~.c:..,'; 9;:,:: ~,~t?_rna~:
priority and acce"iei"ation 'Of the PCT i-Outewhich x­

is .;9tron'!:r:y,llrgedbyth.eJal?a,'!"'ge ;P.a,tE!nt OfJ;i.se.
The'r'efore,' -tho€! 'upropo'sal" which may "cause to '
decr",as"" ,thgpse ,oJ; .lihe l\CT"1iJ.-l Ilot.;.pe,sllPl?9rted
by the Japanese· goiiernmenCandappiicants. ..

Japanese Group"SPJnfl1;i,t,v\.e 110. ~
S. Mayeda, TeijinLtd.

1. Mr. Kalikow proposed to the effect that consideration

be given to adding the foLlowing paragraph (5) to Article 4C

of the Paris Convention:

"Article 4C (5)

If any country of the Union requires publication

We, the PIPA Japanese ,G~oup, Committee No.3, have care-
fully" ~'~'~~ied th~ i;p'i'o~g~'a'J;;~"::ad'vanced"'-'b~:'~;fh~'ipIPAAmerican

Group, (represeneat:i!vei.piopdse;r:; Mr: ;;Mar·ti·rtiKalikow) at the

PIPA Kobe /;9__n9'f.~,?}?,' ;~~,"tr1),-,-tl1E; ,--~e,YeT.lt';1,9-1 ::I:',~~ul t::"e~ __m~Btioned
below.

·COMMENTS ON THE PROPOSAL FOR
CONVENTION PRIORITY EXTENSION

:5.22



Under.this proposal, a,:,yn."ti,gni!l.pi!1;en1;office ~gu1A,

upon th.,::tirne;ly req\lestClf an.y (lationa1applicap:1; .a(ldupCln

the payrnen.t .of an "pprop",i,,,te;f,,,.,,U(lcie;,,,take.to publish his,

cornp1et", prigin.a1pa1;e(lti!ppli.ci!tion.b"fore.tlle ."lI'pil:"ation ..

of thenQ",rnaJ,12....rnontllpriClrityperigd ° Withrespect to.i!ny

applic;,,1;iQ(lsopubJ,ish.e;d, .the.priQri1;y.peFiod would ,under

this Jlrtic;le 4C(S).b.e ell'tenciedt;o 1,8'rnonthso

2 ° As for t!1.e.j"apanesec;",o\lp ,g01UIni,ttee N.o,3 ,.,th., <propps."l

which Wi!sputfQr,%ardby l-lr0 Ka],il<;0wisinn0W'ay,acceptable

from the xeaspp.s menti.onedbE;l,c;>}'!.,

(1). rpe.Tp1;".bJ,isllrnTn.t:gtiPublicaj:io" 9"dual,syst.,rnin

J~p;,an/ :,.with,1;8,-month ~',erq,in_S;:t:;x 1?tlJ?~,ic~:t:i9l1:'~'-.and _)1.:2-:,~qn"th

II e~~1 Y,,' J?tlb.fi S,~;t:~OI},I~,(:':~:9, ·:,l}5:tt-r,)~.esi.ral?'+~:'",:foI;';".~ap~.l}e~,e

corp;?f:C:'Fi()I1.E;, ~~; "..geI1el'ff3,_:~:- r: ':1?,~c:~~s~::-S"lf,ch,:_a: p-t1J?~~c~:t,i.Pl1,'

ays t emzi.nev i, 1;"p1y Lncurs "furthercornplicatio",ilnd,

~qr_e :labor, in, .t.he P:1aItag,~Jl1:eI'l:~,·:o(:;~p.~ir q~,_p~:teQ;l;o~~:.;arrq

in the watc=hing ofJ,at.,ntsilpplieci> by othe..r ,c9rnpan:i.,.s

.as. we.L'L ° rhings.diff"r An .Japiln, ,t;rorn .th., .ll,5 .A.'.. i!Ilci ,t.h.,

Ln t roduct.Lcn Qf,as'yj31;ern likethi's.intothi,,;:C;OU"try

requi.res. t~.e revision ,_,o~ -.the. :Pa;tent; ,'L~W wni-ch-··seerns

r at.her di:ffic~f.:t ;9;ince,_~uc:h--:rey;i~:~<?~, i,nq:q~~;s,e.f:i:-~h~"

cornp1ell'i1;¥pfth.,syst"rncontx:ary;,1;o, ,the proj.,ct of

administrative reform now in progress in the countrryi,

or.a Ji!l'jin",se."ditipn, of the, 5rnallGov"rIlIn"n1; oW". see

no .enouqh merit .Ln ·t~e"p~·opo.s~4 ,.syst,ern.<:t.C) d~P.qpux:~ge

ours.,l~es t Cl,adClp1;, suc;h, syst,,~,

(2) ': :rJ' the PfPPCl",a1airnsat theell'tensiQ(lof1;h.e

pr iOJ:i1;y".period .. ,to.18 ,rnopth" .."p1.,lyf9J:il1J,9wing ..

enough t i.me to C(ecide .. wh,,1;her.the,patent.is'l"oJ:1;hyof

f~~,~.~l:19: :ap aPPJ.;i.9?;tio~ w;i;t:l:\:Jq:l:'~:ign,.:,qour:1::r:i~,$,:,c::t h e;::,s a J1'!.\9.-'; -­

eff"ct, C;i!n b",09taine,d,by u,tpizingthe .."C'r;appiLici!ti,on.

tation qf tra(lslated specifications to the,gesig(l",1;ed

states can be. deferreciup1;o, 2p :mon.t.hs: aft"rthe i,(li1;i",l

p~:te:Il~ appli.ca.ti.on __ i.-..s,;:fiJe/j:A..n "case':.9,f., tI:1~:::rq~:ti-ne.,

prClc"ciurejind25rn0n,ths in casewh.,re.,the requej31;, JpJ:

the ~n!-~E~a:!-i9n9-:L.,:,preJ.im~.1?:9:,ry:-::.exa,rni,~,a;ti9n~.s,;. made..•

2
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Theiefore, so far as' the presentation of translated

spe'C£fic'il'tioris";:--wh.ichrf6fm~"a sericnls ":item''of,'expendi'1.'­
ture in' the<)foreignpatent application iis concerned'; ,

the utilization of 'thePCT'offers Illore'a:Illplysuffic:ient

time. (Incidentally ,the':l'iafornproposaifor extend:i.ng

saidperiooto 30 Illonthoifn:cas,Fof theteiqllestfor the'

international prelftrd"il'ary examin'ati6ri' 6'e'ing made:::is;'ne>'\;i

under investigation by the WIPO and is expected to be

agreeouponbythe ContraC:f:i.ng'statesin'J:984.

(3 ) 'The number of applicatidns fot patents 'and\1tility

models filed by the U.S. nationais'W'iththe Japanese

Patent Of f iceadcompanied 'bydee:1ara'tions" dfpriority

stoodat'H,430 in19ao; 12/9?4in i98l/a.nd 12',536 ill

1982 ,whiJ:eiithelluritbeiofappHcationsmadehythe u.s.
nationals under PCT\hthoesigriated'states including'

Japanwasl/3l3in1980,1,909 ini98l, alldl,679 in

1982>respect.ive1y.These figures show that, of all the'

appJ:ications'for 'Japanesep'atentsfiled bytheU. S.

nationals, '11'. 5%'forl9S0',"l4 .7% for 1981, and 13.4% fot

1982 'are under'PCT and this fact indicate's that more

than 13% of tlie who'leal'pl:i.catio'ns 6f the U.s', nat:i.6llals

have substantiaHy enj'oyedthemeiit6f '20'-month priority

period under ,peT' a1ie'adyin' the 'past 'three years cited

above-,

(4) It isco1irited -as one'of<themeiits'of the propoaaI:

that the' extension of priorityperiodupto"l8 '11\otiths

allows an application to obtain the result of' the'eJ:oa:Illi'"

nation (Oisearch) ma.deby the patent'o:f:i:ice 6f' this

state weTl in":-advahce'of;his>hav'i'ng to decide'whether
heshotild:'apply':for:foieigri:pa£ents or not; however,

this' 'can be hardly expected under' the present' situation

of- j?at'en1::-:exa'-ffiina-ti-6n"ih Japan which-genera'liy:'e:xb~nds::

to about two yeai'S'a.nda 'lla.!f in spite of a.11 eH8rt's"::"

directed by the Patent office to the promoHon of exami­

Ilation.If we"ItHi"e PCT applica'tions, we canobta:i.n

an inte':tna.'ti'onaT' search':repor't,wi>i:hin:a'-'perib2r 'bf about
15 11\onthsafter~thepriority dateal'idaccord'ingly 'we' are

allowedto'ha'lleap'lentyOftime to'study'1:.hepat"nt­

ability before setting ourselves to the task of preparing

3
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transla.ted specifications f0!C. the. F~spective designated

states.

(5) Some may. ho Ld a view that "earlYPllblicatic)n" is

beneficial for applicants since cit.canb'" used as prior

art against applications for others; however, in-European

sta:tesand,J"apan, w.h~r",the fi!Cst ..to~fpe principle and

:thewhol", con;tent" <approach (tl;1~c",hqle con:t~ntsdescribed

in the specification of a priOl; a,pplicationhave...ancef~.

f",ct;to abate subsequent. applica,tions) aze adopted" the

"early publication" within12mon:ths aftert!)e date of

application brings abollt nomerit:to the applicant except

for a~ ~p~~ial case.

(15) Provided:thatan application filed by aforeign~;r"

of U.S. nationals, ·,f-prins-t:,~nce, ·is:::pJ.lJjeq~edtp;-:;'I;,:~a;Fly,_

publication" in English in the U.S.A. within 12 months

after the date of application, it does not always follow

that Japanese nationals Can make effective use of "early

pUblication II materials in English with ease. Also, it

will pose a new problem for Japanese to have applications

from abroad laid open in the Japanese language about 6

months later than before. (The application in the Japan­

ese language is going to be filed with the Japanese

Patent Office 18 months after the priority date, which

means 6 months later than the currently provided 12

months, and accordingly it seems that the procedure for

laying open the application to public inspection will be

delayed as much.)

(7) In discussing the present proposal, it is necessary

first to resolve the issue of Hilmer doctrine which is

the point in dispute in the light of the Paris Convention.

Even if the merit of the present proposal lies in the

extension of priority period to 18 months, the merit can
c·cc··cccc·······c·· c·c············c·····c·cc

the Hilmer doctrine remains effective.

(8) In Japan, discussions are now aroused as to the

problems awaiting a prompt solution for the benefit of

the applicants including law revisions for the introduc­

tion of domestic or internal priority and acceleration

of the PCT route which is strongly urged by the Japanese
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p"ten\:"'O:ff1ce'.' "Therefore" weare afraid' that'the pro'­
posed optional "early publication'! which may causevee
decrease'thk iise of 't:hePCT wHI' not be supported by
'the Japaneseg()veriunen1:.'and applicants;

3. 'Theabove'isthk' coricLusLon 'reached and supported by the

PIPA'JapaneSe Grollp',Cdiriiili1:.1:.ee NcP.'3. 'Though the present',pro­

posal"started by 'Mr. Ka'li'kow"h'as' create'd'a' Viv:Ldi:nterest as
one "'bf::- tti'ef"'ck)uI1te'rpro'pbsa:l's"'ad\iaIfced; 'by'",'the ,: 'sehior: natLens

with >cegarU t:!oi::iL11e'-,"r-;evi'sibri:~;'-o{:the:- 'P'i:fl:'is"Cohvention:'1 'i;t> :s"e'ems

to' 'keep' the'po$S ibiHty 'Ofin1:.rc5duc'ihgfUrther confusLont.i.rreo
the negotiations for the revision of the Paris ''Cohv€mtiOri-~-:

We si.ncere'FFh6pe' that the'iplpAAmerican Groupwi'lT be very

careflil' 'about ,tile Il",ndlirigofsaTd'pr()posal.

5
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ON INCOMPLETEUSE~DOES EXHI:BIT A ,WHICH CLEARLY LACKS AT

.LEAST, ONE. OF THE ESSENTIAL .COMPONENTS Of.A CLAIMED PATENTED

INVENTION· .CONSTITUT.EINFIUNGEMENTOF THE PATENT?

Japanese 'Group
.Committee No.4
Subcommittee No.1

K,okucla,
Ube Indu~tries, Ltd,
N. 'K'yomoto, ,
'NEC Corporation
H:-_ K()~de,

Ricoh Company, 'Ltd.
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Abstract

;Thi-s",is -a ·-:pr.esentationr~porting 'the _.recent:tx:;end .,'.qf:
Cle~:~si,,?n~ __ ,reI!d~r~g, l:>~(""t.~e __~~p(l'l1es_e_courts :r:-~g~J;di~g
the al'leged'· iiilringemen·t by an invention which clearly

,·l.acksat l.east.. one of.. the ,elemellts .ofa "prior ,Pil, tellt
d"im (50 called illcompleteuse) ... It is, ,gene;:t;"lly
diffi'cul t in Japan to apply 'the Doctrine of Equivalents
to s,uc.halleged.inf,ringement -by .·an; imi til, ticm:et: ,the"
pri,qr I?_ate:nt~9,:;nve~,t:i()l"l~_ c.' ,HqweyeI," I , abouc . ~_~_ '_Y7a~:s __ ~g()
a decision :'held'thzrt "auch "imitation infringed the' ­
patent'right ofa:third,party in that i tmetce;rtain
~~qui:r:-~~u7,nt~_l?~.sCitl,~~,,~,l}~ ~~f,1:~t~Ol1_'co~st.itut~~_-,_i:~:
cdmplete use of the prior patent. In many infringement
litigations<in the 'following years, plaintiffs , reliecl
on t;heintent 0fthisdecisidll,dr the conc:eptof in...
complete use; but such allegations were rejected by the
cour.t.s, Theref.ore;: it ,is abso Lu ceLyrneces se.ry that:the
c;:+~:tm~rec~._~E? ;O:fl}X ~T."_e+J~ment~,\r/hic:h Cif~.~s;;E7ntia,l t.o
the inventio'n "in "drderHto 'prevent theft' (Ln an in....
completeform)·of.thepatented invention. Theplain::­
t~ff I:,S: a:9~eft~q~::tha~ .,1:he,e~~rn~,llt,,,?as, ,q~i~iIl~~lY'", ',','"
arbitrary and riot essential -to the "pat.errt' invention' is
rarely allowed in patent int:ringement litigation once
the nonessential element has been recited in the claims.

1. Introd~ction

One otthe modes of-- pcit~'nt_in~ringernent'is_:a coi1c~P"!=c:>f:_

invention' use .. ._~oflgvariou~d~finl t.Lons .Of inven't,ioJ1 :use,

the_~mo9t,;;'1_:i::d~~y prevalent theory .i s "t~e inventiqn use must

be 9uch,w~ich ~9ntain~ a~l.~h~_f:eCitu~es recit~d in the claim
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of.a pJ:"ior patent, and wh.ich fully utilizes the features

ther-eD"f'~:n,(1-) In' other W9±:'ds~_if an.:"acclis'eq d'e,yice o,r,:prOgess
contain,§'::all,' the element's of,£he "c:l;a.J.:iri()fth~'prior patent,

as well as other matters, then this alleged infringing device

or process may be said~tb use the invention of the prior

patent. In the ca.se 6fthe alleged infringement as discussed

above, infringement is almost invariably admitted. (2) Al­

though we are not, well ve.r's ed in the US patent matters, it is

assumed that such thinkirig'>is quite similar to the "all the

elements rl,lle,,(3) of the United States. Contrary to the

invention use, there occasionally exists a device or process

ac:tused"of >'irifrTrigementwhich lacks an element or a part of

an elemen:t';6f--':-theprior patent claim and therefore does not

achieve"substantiallythe"'same result as the prior patent,

but which is capable of aChieving to a certain degree the

object or operational.effect encompassed by the cfa.fllls·of

the prior patent. Generally; such·allegedinfring.ernenthas

been deerned 1:.0 fafl. 6 tltsJ..de1:.he sC:9?,:ofprotectfon ..aff6rded

by the prior patent since it 'doescno t; containa.ll.the ele­

ments ()f j:h~ p".i"r p~tel1tcl.aim.(4) Thefe ha.s Il6tb~,," much

dis cus5ionmaM on thiSP~i.n~~(S')~o"'e.~e.ri-~h"rewas

reri"dered,a dec i s i.on about .rs :,'yea,rs 'agq/~hich"de.'erriedtha't the

patentiight·was infringed by ·the Exhibit A (alleged

infr:ing~erif) wh:L~h:mef ce~,talI1,requireIrieflts Stich "'inJ,r'inge-

rnent,:'wasispecifically referred :to an infringement ','by an

"~ncoITlpl¥~~_.Ji~~;~>ox" ;li~9qm~1.,ei;e:~rnl)(:),c1tme~~'1 . lI~qy' ;Blpck of

Pl:astics ll c.ase,Osaka District Court Decision of Showa,42

[WA J 3S5 3 rendered in 19 E; 8). We have ""alllilled thi s case in

f u r t.he r fde t a.i L, and analyzed and s t.ud.i.ed cmany of later

dec~sio,nswliere the deferida.#t a1r~ged_ "ii;c:d~piet,eJseIt We

report'her~"the . r e suLti.rof <ouz study.

T~ G'ener-aI' C6rist:tuctibtrof"patent'Claim

(1) Technical Scop~ of Patented Invention is Determined

B.a~ed~n the ..Scope of Pa.tent Claim

In determining the scope of "right 6'£' a p~t:ehted .i.nverrti.on

(in6i~ding J£i:i.ii:y model r~gi~tr~tion),-ft'{s desir~'ble't:o

specify;"t:he scope by s6k~"obj e c t i.ve means sirice th{s"wo1.ltd
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'be.freefrom the subjective opinions of the patentee or ,a

third party, Japanese Patent Law gives the following

definition'withrespect tqth"tec;hnical scoPe of a patented

invention.

[Tech~ical.Scope of Patented·Invention]

Article 70.. The technical scope of a patented invention

shall. be. determined on the basis of the description .in

the scOpe of the deIlland.for.patentin the specifieation

attached. to the application document.

The terminology' "scope of demand for patent"'is the same as

that ._.of_'~he;.ql,aim,aIlCl n.i:he -scop~of __demand." 111~y,1?~· ,called

the sole de,te.rminant ,'.for.thet"ch~ical scope of, the Lnverrti.ori ,

Article 70 stipulates in sum that one should not devia·te from

the description o.f.th.,- patent claim, should not inc,lude"any ,

mat.t.e.rs wh.iclt.-,a.re -not, d~,sc-r:ibed,:in, t.he claim-iJl ;d~teX1t1ining

the technical scope of patentedinvention,.,,,b\ltsho,uld, base

one's j\ldgern"nt on the d"scriptionofthe claim 'alone.. (6)

The only. exception,i,sthat when the lang\lageof·the claim

alone is. not objectively and unilaterally .clearfromthe

pa t.errt;, In.. such a cas.e"t.he ,'clai~,-i,f? j:Uc:1g,~Ci .based on i,the

description in the patent.text (7) as well as by a s.tudy.of,

all the relevant patent documents and the state of the prior
art.'S)

The scope:o,f -p:rptectj"qn ..for .th,e ,_,pa,t~I1,t~d:invent,::ipn is a Lso

recognized togo beyond, the lit"ralinterpretation of .the

c La Lm langua,ge, and. .pove:r-,s:.a reaEio.nap1t= .J;":ap.g~" .of _equival~pts:.

In other words, the' -doctri.ne of :equiyalen,ts .Ls .a.Lso

recognized in Japan. (9)

Matter

Relevant to Article 70, .thePat"ntLawstates in Artic,le36,

Paragraph 5 that in the scope,of demanqfOr"patent" •..•.

only the matter indispensab.le, totheconstruotion of the,

invent..i:Qp¢i~,sc:ribeq .. inth,e ... dE!,~i3.~:~'ede~pl,al'la ti:On.: 'of; :t,he.
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(3 ) "':[sTherean Irfstan6eWhere the EXh:i:bitA'Which,'clearly "

,liacks aIi ETerriehtof,theGlaiIl\ 'in the 'PiiorPatent

Supposing several of the elements in the patent claim ~ere

to be taken out and incorporated in an application for a

pa ten'-t·{ arid ·'thrs;;'app'lic::a.'t'idn<wa.':-g::·pate'ntabl'e·, 'this "'first

patented inveritiou' would 'be 'sul'P6rted by the' first claim'.

Whati-s 'cal1edE-leme'ri't:enschu-tz: 'or par't:ial-·"prO:tecEfdri in

West Germany:,;·i's 'hot~--'iedoghize'd in'Ja:p-a.li,~:.(14,),-;,

4

to the PriorFalls within the Scope of an

invention--'shal1'be·stated." This provi:s-ion stipurates,t-hat

all the LndLaperraabLe fea'tl.lres"·:of, 'the'::'iriventiOn musevbe

recited in,:,the' c l.a'Lm , arrdvfurt.he.r - specif'ie.s: ·=that·'Tt'is

necessary to delineate all the essential elements of the

patent, thereby to'definetheprotect:i:"e scope of the

patented: in.vention. (10 ) Thus ,apatenteeis not allowed to

ass'ert'tha:t the>element recit:ed in 'the~ciaim "is:' a<ma'tt'er
dispen'sabTe' to the pateil.t :Jot: is an additional ma trtia'r ,

Instead, the patentee. :Iriu's,:f<",alwa'ys asse"rt tihatthe<e.'lern'ent is

indispensable for the patent.'ll)

We already discussed that the Doctrine of Equivalents is

a c ¢.§-p:t;:ecl :iI.1:,,:,~,.t.a..I?_Cl.,J:l'-:;',9,.§;, ,iJiLLth.e,LjJh4:_~t;._~};l=~,t_i?-~t:~~~LL:-,,~JiQW!;tY~,L/_,,_;:.!;ltt~

scope of equivalents is said to be extremely nar r owvbe'caus e

of '{he jcbnservativeattitude,bf the' legal society'. (15) An

exhibit A of the-'def:ehdarit': beoomea: an: equd'vade'rrtvi.nven't i.on­

of th"l'r:i:or pa6'ht'lliairily'when (i) the exhibit Ais

embcd.Ledt i.n :':a>' mOde :·where",a t.':':;r'e'ast'one:,elemeht ,,)£,:,t-he pr'ibr'

Paii'eIit:i'

Suchan alTegedinfri'rtgementis goveJ;"ried by 'a' t'echriicid

thought differentfroIll' t1\e priorJ?ateht, 'and does Iiot' cori-'

sti tu-te: an :.tnEri'rig'ernerit· -unLess :there :'is "a sp'6ci:al i:ea"sotf."
Even 'if -the<element' thus::'lacKfri:g::·is ':'a.n., LneLderrt.a-I: ma-r-te.r i
the above' st'atemerit'holds. (l2)'The patented'in.verition

-compr i:s:e'g ;an':...'or.'ga:ni"c \,combinat',iol1'of a·"plu:ra:Tity~-0fY:fechn,ic'a.l,;

e Lemen't-s ~ c: The" .::pa t:eri'ted: Lnverrti.on rcovers' ,':thi·s ;6rg:an'ic com'­

bina"tion.:-',ih' i:ts' 'eIl:t:ir·e,ty' a.nd 'give's:::pr'ote-Ct'i6ril ::t6:·,:''i t\~:J:~,:~):
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patent'sclai~ maybe s~bstit~ted with another technical

elemellthaying a su!?"tantially the same effect to this ele- .

ment, or when (iilthe exhibit Ais embodLed in a mode where

seve:SCl:l :,:~l€¥U~n't:softh~ p:rio,r,patept claim, a:t:~_ r~plC1ced,

revers~q, unified qr ;ecti9ned (16) Therefor~, ;tis ~¥trerne­
ly'nffiS~ltto a,pply the doc t.ri.ne of equivalel'lts to .the above

mentioned exhibit A, or the exhibit which clearly lacks one

of the elements of the priorpat~nt claim; this is clearly

truE7".:with9:Bt' r~y~e::,~~g tne., other _, reqllirements,·of1;1:le doctrine

of equ~v<:il~nts.

(4) Designing:AroundtP:O~1;ai~,a,Holdingof Tncomp1ete Use

This concerns. a c:a,s~: Wl:'le,rt= (1, t:h.ircl""party., we.3,.,1. versed Ln the

rel~v~p:t1;.ecl:1p·ica*:,_fi,.el¢l,_r e ad s tile, p~_~~nt: s:p,?ci.+.~c~tion of

the oth,er party wltiSh- has been laid open. The thirc:1 party

then d e s Lqns theipvention by~bodying it in a device which

lacks a~ ~Hsig?itic¥nt or in9iden~a~ ~lem~rt::arnong,t:~o§eof

the prLo'r pa.terrc ,c~,~,+~:,:~,i"th."a:view. to avo i.d ,i"infringing the

priorpat:~nt. Tilis ,d~yi"e ·;'ay. happen to .be ·~apable of sub­

stantially or completely achieving the result of the patented

invention. "I'~a_t is to, ,saY:,,;th.e Pi3.:te,I1:t:,e9, JI1V~I1~ionc;:r~,i3.-t,=d, Py
an inventor is easily modified ,by a1=hirc:l P.?l,rtY.'i'lh9 m~~IlJ:~ac­

tures Lmita tionsil1, ~n inc::ornplete mode. Ge~eral.ly apeak.i.nq ,

it is.difficult to· apply tlt'" Doctri-n'" "f.Eq~iva,lel1ts to thus

rnanuf.ac t.uz-ed pz.oduc t.a .and the:r,~for.e_, tQ.e" .-pCi'tent",.is'',ns>t

infril1ged. How",ver, ~t is debatable as to whether such

pract.i_9:~-·;conflictswiththe:PrincipJ.eofFaithfulness, as

stipul",ted by .Article 1 of the Japanese C:i"il Code. There

are several ~qn~ra9icting9pinionR;concerningthis matter.

(5) Opini"ns on the Above Matter

(I) That the infringement is not constituted:

.1Tlu:s;t"reci te 0:n}y tl1:e .matters to the

c::on~truction of,~heinvention, or.only the indispensable

constituent features of the invention. (Art. 36, Para.

-5) ,anc:1.the technical scope of the patent invention is

to be de.termined baaed on tilis recital (Art. 70).

5.33
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Therefore, the absence ofeven'orie'element and its

equivalerit function Of the priOr pateritclaimplaces
the a2cu~ed de.;j.:Lce:·:c;\lt~ide the 'claim coverage .

(b) All theelernehts of patel1t 'claim constitute the metes

arid bounds by which the scope of the pa.tent is deter­

min~d: Sil1c:e th'; applicant"':i.llfully and knowingly set

~ll1:he eLement;s of the cla:i.Jn,he should not be allowed

to allege a.n arbitrary and selfish extension of his
.' 'r:Lgh t:" o'vef" the d~~'ice-":'iacklhg .:a -:Constituerit ',,'.' eLemerit of

the invention. This would result in perrnitting't'he

patentee to have a right wider than the scope of the

"c:la:im "'I11.cl1 i twa~" ori~inahy' allowed: 'Thiswoi:Wi
not be "cceptable' and woUld be an injustice .(17),

(c) If the device of'prOcess' lacking a constituent element

of the ciaifu "'eret.a b" ¢ov"red by the claim Of the

sllbj';ctpatent ,then tli"inetesal1d bOllndsof th:i.s

paJ:"f::icul"rC::l":i.I1l'wouldl1ot be discernible by third
pa~;:t-.i-~s. 'This'''' &ould be: ':in i:ncbnven1ence to': -third

partiesal1d'wohlddamagethe:LJ:" prOtection afforded by

t.he law.
-th~''-~ihlr'.iI1.gem:eI1t':i:~· constit'u'ted provided" .t.h'a't;

~e'r:-t.~irt'boridi'ti6I1.sa.:i-e"·::me-t:

(ar-' Exc1usi6h'Of 'conspiracy 'to evade a clear case of

. iZ-{ir:i\igei~eht- by' WOrking the LnverrtLon by "LrrcompLet;e

usell::'~6t::'6riiy":fne'ets th~' 'in-teint: of 'thePa't.ent :L'aw',' 'bl.l't

al~6; woJid':be a:ppro~ed::und~r':'the "pzLnc i.p Le ';:6f faith:'"

flll1ne~s'; as defined by Article 1 of the civil Code, (18)

(b) rc hold such' working Of the Lnverrti.on as unacceptable

provides justice', so 'thefaccuseddevice' shouLd-Be

interpreted as falling within the scope of protection

under the prior patent. (19) Such interpretation is

bound to be permissible in the light of the doetri:ne of

(c ) whereaa an :al'I~·ged.'i.riiringeffient:by a:detOhr'inven'tTbn

which us e s the same sta'I"tirig'arid fLna L condLtri.orrsva s

the elements of the prior patent' claim and' adds'<uae I e s s

and e~si~y~e~s:i~l~ cond i ti.orrs to the intermediate step

is basically deemed asfall'ing withih the scOpe of

..



Outline of the Case
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~.qy:ivaLerrt s of tl1e p:;tOI:" pa tt=.~'t;., ,i. t i~.Jlnf~iI; for
n

.- an ..

alleged infringl2Il1e:nt,.,Whicl1 elimipate;;",an in~ignifiGant
'....-,":.. :.'. ',,__ '. :.:: ....,.;.:...': :'.',' -:...,,-- ';": ..': :,: ,-> :...:." '-...:__ ; -: :':'.':-- ..c.';.:'''. : ..: ':, ..- ••;':".--,":..:' J. ',::.,' .'.. i.:·:·:'--·~

~ondition,of the patenteq'invention to cause .. technical

det<3J:i~r~;ion~{19w~~~tl1~' ~~v~~~s tp be
r
d~~~~da~!>~ing

. . . '.' .. , .' ...• . ...•.. u (21) (22)
outside the scope of the pior patent equivalent. I

' ,".. ,., ,,' , ' , ',:;'-".' ,. '. .','.,: -' '., ,; ,."",.. ,' ,,'

3. Tendency of Court Decisions

Ui)'''fOy Blo"k. of Plastics" C,a se - (9'1aka D~'1tric:t <::ourt

Decision of Showa.42 [WA] 3553 J:en4ere4 ~~,1968)

The, apeged i~fring~~~t'~~. 1;R~~,~"",e.l.",9l<in)la.~R't:t;ion
of elements of th~ prior,~f':t;7nj:wa '1 h!!.ldby, tPi3",o).p:::t; as
infringing the prior p,,'tent,ll~der cert,,~n qond,1.1:.j.9ns.

Although the Decisiono'didn9't .. 1l'1~ 'the, t!!J:I1l"~n"Cllllple;t:e

use", it was a case which affirmed the concept of
- (23)

"incomplete use". . This decision spurred various

discussions on "f"ncomplete use", .and lead to allega­

tions by plaintiffs of the incomplete use in many. p,,:tent

infring~ment litigitions.

.' " ', .... , .-

TheM'a.in,t:iff owned a utility mOdekn;gist~~tiObn'fdi

":Toy B'Lockro f p;ias;tics" and was engaged in;.-~he'imFnU:fac­

ture and 'sale of-the toy blocks. At the time the'

plaintiff filed a UM application for the tOY bloc5s,

the plastic toy block shown in Fig. 1 was already known.

This known toy block was a small box-shaped piece made

of a plastic ma€er:ial, and there were provided in:':" two

orderly rows a plurality of short column-like projec­

tions(l) on 'the front face of the piece; On ::the.back

of the 'l2,~,ec:e w.ere,formed a plurali -t::Y .. _.'?'f concave.

-port~,onsfor 'securely receiving the :'projections of,:the
J'. , '." "

9th,e'r:t,?y block. These concave porti0I?-sw~,:r:f.3 'f()~.~c:1 in

P".~,;~were encircled by a wall (Z) to thereby form a

rectangular'and hollow portion, said hollow portion

being sectioned in a cross by another wall (3) provided

along the center lateral line and a plurality of walls

(4) provided in a vertical direction, to form a
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Fig 4

2

Fig·

8

pl.iir"'l.:i.tY:8.E:sm"ilsqu"ik~'hartu:l"'fs(5) ii..iig"e,diritwo
fiigiii';f'r6~s...cl>i~aieIlJ l'la~wit~. th"'~~:" t6y b~"d<s' b~
pllinctthclh'hlgh· iri('iTari~:)1.;'ssJi~Pe,s;.., When th'iise plastic

:: t8y :::"~l~~~~~:::~~'~:;:_~tF~ ~~li~h'_:-' ~o~'Ld~~::;,,-;t'ii~.::~;o~'i~'~~': _i::~ t;~:': a~
poin~s-- wh~re --On~ ~;3,i-i -~ro~lded' 'in': 'la'tera'i d1re'btion'
along the center line croSSes the plural walls provided
in vertical direction perpefid~{btii~f':_\-th'~ieto:':-is:f~iit~i-j{~b-ly­
diffeteht/: "ff6ih',: tfi~'---Egbl inc;J c:': i:~ t~:';: in: 6th;~ro"~r'~~<:; "-~nd::":-'fher~
occurt~di.:" §ti~iki3 "::ik~ide:: ~h~ pi~6e:" whi'Sh-<:le~a ig··i. dr~ :2~:;

fbriti"'tfo':'3 J 'Thet6!ibl.68k iIlviih\:iiaby tiiii plii.intift
6bZii"'ti.a th:ts~"'fe8t:a~J~h6~n:::t":Fig! 2 ~hefe:the
pgfti6A~;':--(6) -"\':;'h;;:t~:--:, thg'::;;&iili~';:-':~igs§'~d -~abh," o-th~r\'were-

';'.i~lifulria t~d dtif'ing'!#tarifi'i a6't:tir~ .': L

5_rr-
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In other words, the toy block of the plaintiff was

ch~racterized by the fact that the small chambers in two

la~~.ra)~, __rpws~_~re, con~~ct;~¢ito each oche r, l,olij;h 3l )5m?l11

.. 5::1e.ara,ppe t~erebetween, while ,the proj ect~oqfi" pzovi.ded

on the surface of the other piece were still securely

supported by, the four walls for engagement with these

small chambers. The plaintiff included in the ,claim

i:he p~rt,i_i:~oI1 _l,olall~_ (7} }!11S ..(8) " JOc:Citt;!d p_~_tweE7,n .one

p?iF,,of ,small chambers fac:ing_,~_?Ch_.otl1._~:r ~o-a.~, toqause

respective projections to be always supported by the

four walls. However" the, other party's pa tent Ipr which

inff~~_9J~m~pt,:~~:~: all~'_9'_~d_:"dij:;c},,?sed:_a!1:;e~odiJnent. wl1~re

,the middl~' pa~tition,wall (1) 'was eliminated from the

partitioning wa'lls of :the ~espective,pair' of spall

ch?mJ::>~rsf.a.c,irg each 9th~.r;Jand w.h.~r~ ,the sITL,all_.c:.ha~bers

fourc~orners_were .el,iIllil1s;t:ed .as_.~A()¥l1.~P ::rig..,

Decision

II ..... ;_, •• the PFesence pJ ,~hernid.pl~., ,pCl:rtJ ti<?niI1g:,~al.l.

enl:,Cl.~c.~sth~,; o per at i.oriaL. .ef.f,~c,t: pf,~a~sJ.Il,g ,~,J?hef.~~~l

projections to be securely ~upported by four faces and

to be tightly engaged. Therefore, it is easily

under~tandable that the middle partitioning wall is an
blocks

'0 "N' ml",o ,

Plaintiff's Assertion

The, paten'tfpf!"hic:l\ i~~f~!,gern!"'!t,!",,~ ,a,ll"g;"d:f'P!''t~ined

all the elem"nts of the, claim except the "midd).e P9,+ti-
" _.': .'.,,' : ' :.',_.: :,; .:' ;' ,._ ::~ < ,",' , .. ," ', ..:0: ," _.•' _'n.;', ' __ ..,' ,

t~oni.llg wall II • 'rhe p Lai.rrt.Lf f I sc.l,ai:[nqleaFJy:..r~c.~,t:es

"'n'~ ",II1'iCl.~i~.:p·.~_f.t:i:t:ion'i.p'~'; '~aJ'in,':,'bqt ',~tli;;: A;5. J1~_t" '~n' i,n¢lis-

pensable matter. This "m.i.ddl.e partiti.oning wall" is not

nec.~.~s.ar~l¥-::t"~quir,ed,forachi~ving,~he op,~,ra:tj.oI1~J.~ effect
f():t", t.h i.s inv.!=n,ti~~';.; " """ '" ...'

There genera:lly a r i s es no infFingeIIl.ent where a product

of a third party lacks one of the +equirements recited

in the scope of claim for utility model registration

537
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sO'longasihe s'aid "redit!if c:~htains ori.iy--:'th~mait.k:rs

in(ii~'~:k:i{~~bletb the c:"oris-ti~btiO'!iLOf::' the' 'iriJ~riti()ri:'

~d:€lkdrijj~d<' in 'the ~:'Pecifidaiidn':~-ten' when tiierie::"'a:'~:e

parts" conunon to the features of the third party's product

"and the utility model claim. This is because the con­

::~'tftueint.' r~q:1.LLi~fuEhits· 'for' "the utiTi ty modeI. claim are
integrally combined to represent one definite technical

thhhqh\?;.';"kiHa ,::t'h€Lse t:oii':s'i:fEuem"ts are':a'ffb};d,~id;~r~tk'htion

':kCs'"-a ~Hbi:~f ,'j{bt' :'as': "5~:pa:ikte';a~a {-n'di-ij;id'u:a'l:·~l~fn~·f/t~-':.

'iio~kvei:/ -if~ ct th'itd p'"ki:-t.'y': ,_W:~-t~ "ta'.\ni:lriufac'b.ir'e--a -~'rbduct

whlchis similar to thep":terited p:rOdu~tby ';sing a

:'.' t-ecil:hi':cpj~'c'O'In'~:b:~~:/ed 'bi':··thk' chris'it i.tuen:t"i'eq~i:i-~rnerit'~;:~ f

the -tiilteb't -bJt. Ei~'.81tidib:~{tniri'C;~ 'rnatt'e~§", \JhiEhr '\.io{l~ld
'~c:gbmp:a:'i1'{ rio -~- :'sti;p~ii:br:;':b'pe'i'~tibh{e '~f f~b't ';bu t' '{,f8:lilci;;'
merely deteri';r"te~"the operational effect of the patent

solely in order to evade allegation of the infringement,

his manufacture should reasonal£ly!:..i)kc';;ii1{te:~'P'~kt~'a::~s

infrl,;gib:g 'the scope "of protection afforded to the

\{tili'ty' 'rn~del' because this' 'is~'--riothiri-g' 'fu6~e 'tha:h using

the patented ~technology b~; adding undesir'able'matters

{be: t'he :'bb'h::ltltu~ri-~':erem'en:tk;';: "bt'-"'tiik' 'p'k~tk1-{t~d inv'en fion ...

Based ori the above fadi:,healle"geCi ;l'lCoduct does

infringe the scope of the present '';tility m6d'el" even
though it lacks one of the elements of the invention.

Ac'cb;~d.i:'ri9: t.O'thi§"':d~'6'iMion/'there ate't.hr'ee r equdr'e­

rnehts":i6'r 8'6'ris't.:it.uiin'g:'an 'in'ftihg-ernent' byme;alls'df

incornpiete'use~

i) TO'-'e'lirninate'an eTernent':'&hfCh' is :cbmpar:atiV~ly

gILL'~C'~'~"~~"' the-'-:cohs·t:i:'tuent:':~l~~ent'~ of

a patented invention and has no superior

ope~ational effect except to deteriorate the

oper a tiona.l' 'effect of the iriven~tion::.

TOrnan'ufac"tuie, a produc't'sirnilar to 'that made by

working:th~ patented iilJ~ht.ibn.
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(iii) To comm.itthe above d e ed particularly to,.evaQe

the liability of infringement.

The ':·above decision :mentioned that "the<~lleged_infringe­

ment does infringe the protec::tive scope of: the invention

because it adds undesirable matter to the constituent

elements of a prior invention and uses its: technplog¥ ...

" This, Qecision presumablyapplieQ th",th"ory that

the det.ouz ipvention falls unde.r the scope of. the

equivalents of· the prior patent, anQ also assumeQly QiQ

not specify thei:90ncept,::of I:',the- incomple.te use " ..

However-"the.,,-.gist of _~he'decision appears <to have

substaPtially adopt.ed . the theory,of.':the incomplete
" (24)

use, -','."

Decision.inAppealCourt. (Osaka High, Court Decision

Showa 43 [NE] 906 renQereQ in 1970)

This case was appealeQ in the High Court anQ not only

was the decis ion of the lower court upheLd , but.': :the-.

concepe of "d.ncompLenei.us e ": was,' clea.rlYX12,cognized as

is evident frOID' the f9110wing s t.a't.emerrt,

II,,~ ., ",_ ~,so::called U .i.noornp-Le.tie-ius e ". o f: the.:;, inv,e,ntion,rneans

a-deteriorated·tnode of working an inyen:tion<to,achieye

the operational effect of the invention to a certa;i.p

Qegreei though incompletely, by usipga t"chniquewhich

has eliminated a' comparatively' insignificant w~tter from

among the" constituent· elements in o rdez-veo evade

infringement of a thirQ party's right·to}a \ltility mOQel

registration~~ Suchia deteriorated:working isequ~l,.",:to

using a technical tho\lght of the invention by aQQing

undesirable - mat.ter·:to ·the constituting, e.Lements.: of ,: .the

of working-.infringes the protectivescppe pfthe .utili ty

model in question."

(b) "Handy Hair';;"'Dryer,1I Ca s.e (Tokyo District Court Decision

Showa.46 [QA] 6807 r ende.red in 1973).

This case concerns a dispute over the Oevice.:,a,lle.gedly

539
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infringing the plaintiff's utility model registration

because the devi.cerwasc equ.i.va.Lent; to'incomplete use of

the utility model registration as it lacked one of the

elements>Cf the titilitymodelclaim. The court denied

·the doc t rd.nerof incomple-te US~ and infringernent~'

.' Plainti'ff--' s:Assertion

Al though':',the,'::accused::device lacks one: o f: the·:: elements

of claim', this eliminated' element -is: o fva lesser

'significance""und is'- incidemtali' and'is 'therefore not·

e s s errt.LaL, ",Elimina-tion- bit-his 'elemenV'-is,no'-way

entails' superbopera-tional effects-~ Therefore'; >even if

the" accuaad. device:': doe a cno t; cont.adnvaLL -the-':elernents-':

of the claim, it fully uses all the other fundamental

elements. The device infringes the rights of the

present.utility'model from thepointofso-.called

"incomplete use v •

Decision'"

II,:••.• -·~----~as·sumihg .tha:t·'"the:,.said:,': -ele:ri1eilt~were" Lndeedvan

incidental e Lemerrts- as: alleged by the plaintiff; . it

remains to be an indispensable matter since it is

-teci ted in the:':e-la-im. The:rt~F9:,~e,,:th~ accused, "device'

lacking that element does: no c: fall. under the· technical

scope bf rights ·of'the present utility. model, ...>,
'~',:"What",the plain,ti:ff means by ,"incomplete'use,1I Lsvno t;

clear to t.he: cQur't,;,and' the concept of incomplete use

cannot:'he,> regat"ded as having beenaffirmed:.,by'-courts

-in this count.ry ";

(c) '"Photocompo'ser''' Case (Tokyo Distric,t. Cour;t'-Decision

showa> 4 6 . [WA] 4758 rendered in 1975)

This'-;case:-'did'; not; r:ecognize the plaintiff I s allegation

the •. incClrhpl,;t';1.l.';';(det:eri.orat:edworking) !:,e",a·l.ise

e Lthough the aJ:clegedlyinfringing d.evice· which was

manufactured and sold by the defendantlacked-"'one,:of

the elemen't's·- ree-ited:'inthe c Lai.m, 't;his element was

One of the f undamerrt.a L -eLemen t.s -for" ,the patBllted

invention of the· plaintiff .
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Decision

In the former paJ't.ofthe dec Ls Lcn , the ~udge sta.ted

that (i) although the plaintiff alleged that the element

(E) was an auxiliaJ'y element, the specification did

caJ'J'y the descJ'iption of the opeJ'ational effe9ts of the

element (E) and on the other .hand there was no suggestion

therein to indicate that the element(~) waS a matter to

be ..excluded when d.eterrnining j;he tephnic;al scope of the

present patented iI'vention; ..and (ii) the tec;hnical

thought. of the pI",j n ti i.f f 's .claim from which the element

. (E) had been e.xclud.ed.yasFecognized as being known by

the prior re.f",r.ence .subm.itted •. a,;; an Exhil:>i t. a"dth",refore

the p Lai.nt.Lf.f' s .ass.ertio.n t.ha.t.t.he",lentent(E) .....as an

p.ux.j,lia:~:y,__ e Lemeri~__,wa,s not; _,I,'",~,cogniz..'7)::),1,6.. _The;,) u,q,~7;

further staj;.",pt;hefollowing in respect Of the .inc;9!'lplete

use .or the:_q~_~~r~O~;a,1:.l=7d rn9,(~t~ J:?fp;r,actj,ct;~g. the. j.n,vel1,tion

in the middle.paJ't.o.f.the.dec;isiono

II. <0, •• ~The"above 1l1~n~i.o.n~_,d ,element (E)shQuJ._g.,J::H~:.c;q~-

s i.der ed a:sb,e:+ng orre ,of .,1;,he bas i o req4i_r~m_~lJ:t§fqI:'__ the

·p~~sent pa~ente~ invention. Therefore:,j,t i~_qqt_qeemed

ne:;,c:e,:~sary_t:0 consider ,,,,hether,qr,no~_thi~_ accused device

la'2,~i~g_ this parti,c:u1ar elell)e;Ift;is tbe "qete;-i,oratE;!d

working of the present patented invention". Thus, the

decision suggested that infringement by inco~~l~~~ use

(d.eteriorated .work.Lnq) holds,. proyid",d certain con-.

ditions,were,met.

(d) "Mother's Milk-proof' Pad" Case (NagQya District CQUl;t

Decision Showa 55 [YO] rendered in l~aO)

In addition.to elements related to ~at~~ials, plai~­

tif.f's utility model claim recites (1) pre-forming

mother's milk-proof pad in a cup shape' and (2) j'orming
............................................ ,..... .,. ·1.. ··

centeJ' of-the pad. ~he alleged i~j'ringement ~sedthe

materia~ equiYa:l~nt to what \'fas recited, in the,-91a~m,

but lacked the abovementioned elements (1) and (2) °

In other words, the latter did not fit the curvature of

the breasts, when not in, use because of its disc sqape.

541
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The plaintiff cited the decision of "Toy Block of

Plastfcsllmentioned be-fo're,and asserted thedoctrille

of the-"iricbmpi~;te use 'in 'vain .

DecisiOn
"I' .: •• -~-.hbwe.\;'e.r,. as'mel1't'ioned:earlier, the element'stl)

and (2) are essential and important in the present

invention, and the allegedly infringing device clearly

does not belong to the technical scope of the present

invention. Thus, the plaintiff's theory of incomplete
"',,:,:,'. - '- -',' ',,',' """ .': ", ,">. ", -: "':-,'
use is mistaken In its'premises, andi~ th~refbre not

-::t'd-be~do~'t~:dl;; -~. T'hi~' :'de:'di's ioil :'does-' -'n.b't ',l'eny'the
~doctrine of incomplete use, but judges that the Exhibit

A d6;~"s'ncif~":infr'.i-lig,,~'t'h({-:p-';:t~n{ because :i.t'does 'ndt me et

""{h~~t~ieq~'ir~:rn;etit<-6f-":the ;dO'C='t:..rfrte '-~f -frtc6ITLpfet.e use.
i-"Wt'rido';;::Fra:rh-~:;foi'Mort'ari'ng Jl rOsa:ka "ths:t'ri6,t COur't

Decision Showa 52 [WA] 5768 rendered in 1980)

This case concerned a plaintiff's allegation of

infringement of his util'ity model by a third party's

;,i' ,~I,ci~~,;?,t: '~bec'~-us e ._, ~,,~,_~a.s~:,:_:a de,~eI: iO,~a:ted'~~-I:,~,~:~g_-,'~,f':~~:e_
'-iriventio~ incompletelY:"'usiIlg the' i~v~ntion"and ':'the're:fore

fe'll tlriCi~'f thet:prb"·eec't.i,je{'sc'opedi::the ':pr'esent::;:'1'n'v'ent­

Lori , The "pi~iri.'ti.ft'1"S :gs:s'e'rtion'swere -_:'Ilot.'p'errnl.-tleid'.

Dedis'iOIl

1I:E;'.J€i'ri tf wewere':-'to;'J~pprove"theconce'pt:-or:'do'ctriI1e- "of

so-called incomplete use , it is not neces ser i Lyrc l eer

~lio", it would be applied as related to make plaintiff's

attack in rela>f::idn to;"hoVl'the scope-of-the:"utility

mOdel registrati6n"Cla.'imisto be 'interpreted

(ArtiCle 26 of theutiiityM()del ~ Law, A.rticle 70 of the

Patentiaw}. However I 'we shai'i':rev'i'ew-herei the

presence 6f:~bs~h6~':':b)f ~B~'-g~-ri'~i~i"'tbIlstIt&e'rit

t:loris of the incomplete use as' alleged by the plaintiff.

Th~ 60urt indic;s.ted that ev~rt if thedoct:rine o:E;iii::::

complet~ use p~r se weret.o be'recOgrlized, it should not

be abused. In all probability, the doctrine Of the

incomplete use Ls ready to"evaluate an invention
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element of the

where the first

9nepa~t,of the cpn~i::itu~i~g

invention in the same

,lacking one of the, constituent~lementsof the subject

,inv~~t,i<?~ ,(subst~,t:ut:.i()n,wi_t~pt~erAIlcomp,let:ec'opstruc­

tien inst;e,~.d,_~_9f ~li:rn~IlatiqnHis also ,cpnsidered as lack­

ing, the requirement) in the. sarn~ w~Y as, tJ':u=,_~nv.ention
:; ::-, :') ',- ..c, '. >.... ,::":. - .:-,-.. ::.:,":','-,: ·,.c····.... ·· ':.:.:',:, '--':..0:,: <,:', -,' ::. ,',

satisf:(ingall ,thec:onstituent .el.ernemts. This is

therefore considered as incorporating the initiative to

deny the basic:princ:iple r~lated to. tqe technical, scop~

of the. patent~d in~ention.....

.... . In other words, although the eliminated constituent

element may not corr~5p~nd to the central ~bjec~ .and

operational effectm"st. ernl'hasizedin. ~h~ presemt

invention, it is also true that this element is expected

to achieve a considerable effect. This isr~a~ab~e from

th.:s spe~_i~ic;,:at_ion ofth,e p,r:~sel1t .iI?-ve,Iltion. ~'It,Is:,- not

reaso'~ahle to _i~~e~'IJ:r:et" thi~_,?~__,pe~fl;g II-~' ~p~SJ:~~~t;nt
element which is -not FornI?ar,at~ve,lY.,imPR~i::C3:~,t,U,and to

~~bj invention. This ~esul~s in de~yi~9 the basic

principle concerning the technical scope ,of the invent­

ion, thus application of this concept should not be

abused. Assuming that. this theory was acceptable, if

the difference between the alle~ed infringemen~and the

Decision

rec,ognize. the ,cio.ct:rJ.ne, of__ thei.:!1c,ornp.leteus,e undar a

spec,ial req:uiz:ement P,! n():tis, s.u,bjecti:p.ci~,~cussipn.

The above doctrine tries to eval~ate an invention

""di~~F,~9:Ci'~,~ 'tht; same ",.

uF.OldiTl,g Door",C:"asla JOs,a](,a District Court Decision,

Showa 54 [WA] 5030 rendered in 1981)

The .cas e po i.nt.ed .P~t th,e differ.ence in cons t.ruc t.i.on

between the prior patent claim and the alleged infringe­

ment and held that the alleged infringement did 'not

fall within the protective scope of the prior patent,

and did not allow the aspertion.of incomp~~te u~~,PY

the plaintiff.

lacking

subject

(f)
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p're'se-ri.t p-it~rited iri~en:t.'io'n'~:~~-<';an essent.:i~t:ar.iJ ':t'lidis­
pensable el~~ent of: th';" present patent inv~ntion and

'if 'this' differ'enc e brought about a significant

'difference in the objective and operational effect, then

there i; no 'r~6m for a~y 'h;iding with resp~~t to in-­
complete use.

(g) "Compacting Machine" (Tokyo District Court Decision

Showa 57 [WA] 1196 rendered on July hnd, 1'983)

The plaintiff's as'sertion that the allegedly infringing
'-:i:n~Y~ntibn -'J'~'~: ':':~-quivk'l~ri:t:':t6'-<fh~':'I)'~t~'n:f'&d In,j!~~~ig~'based

ori~ :t.h~--::tnC6hipf~-tluse '~~:§>rej':e6't~:d;~~;

'b'e;disihn
"The' plai':'tiff who is the invedtorof the present

i~~enti~n ~le~rl:y'~howed and ~mphasized that the tech­

nical matter~' i:'edited in th~ Chim of the present patent

were indispensable for constructing the patented

ihveh'tic;~" ~h~t(:~o_: t~~;Pt",:~~~_~-~onst~uct:~,on ',~rs,-"t~~
object of the paten'ted inverition, and that only by this

~onstruction 'the '6bject of the patented invention could
,"', C:;;,; achi';;".;ci a;;d' t.h~ operational' effects performeci.

However, i'he pl'ai';'tiff asserts that the def~ndant's

device '~as eq~ivalent ~o :t_~_e: p~~e~-ted:in~:~ri-tion_~i,:th
;:-r~:'k:-pect'tO:;one of the consti tuerit elements ahd that
elimination of the other elements was a so-called

incomplete use. However, the defendant's device lacks

either one of the above mentioned cons t.L tuent-':':el'ernents

which the inventor himself 'demonstrated and emphasized

as anessentiaT'c'Ori'sti tuent' fOr achfevitig;"thed~~i:red

~,p;era1:t~\ri~:l :eff:~c"ts,6f :~e: 'pre's'ent.i:~Y,~ntion:,~ arid such
a difference in the con~t~ucti~n clea~ly causks the

difference in the operational effects thereof. There

'"'-'I~.'i-:~~',',,';'~66fu\:''0-,'ith'E1'~;k;f8r~',,'''';-for""::dI:~~u;s-':s:In~r"t~'~"" equil: iiaHi'i!,oy

and incomplete-use concerning such' a device the
"ci~-fend~nt';' .

Having 'd1.scl.lssed severalde·cis'iOns', we may sununarize our

~bIn'tthatitis ext.remely o.ifficul{to have the cburt
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recognize that one of the elements recited in the plainti'ff''-g
dafinis cifsp';ri~ablefll£h~'illv'~hi:ionihinfrillgeht~lltOiiti·'
gation.

4. Conclusion
So farasre~elltJ'8.~allese "ourt<d~bi"ionsdernollstrat';,the

conc~ptof illcdmpi~te'Jse "ahnotber~Cogni";ecl.'a~ being
f irml'y a:'d-b:~pt!e'd":,'irr';:'Jci;p'::ih-~$~' ::p~la:C:?f.'ib e'.; i. (i£h~refb£e, riiiri~fe care

should be paid to drafting the claims in filing theapplica­
tioniJ 'oriie{ ndi: t6nidit.e'.rrbftra'ry allcl.illdfdeni:.iii Iila'heis.

In most of cases, the patentees who have described Jf~~ents

whiCh a.rkddn~idei~d a£ afbifrarYa'hcl.indicl..;'l1tal.initibj ective
terrn.sa.t'the tiiiie of filirigth~ 'il.p'pliCatibll, ate!'" ndt'ailowed
to a~~~~:i:t, ":af-~~:r :'£h;~ piteht·c~t~s\i~~L 't'hkt":this !~l:ttnehii;::':fs

after all notesi';ntial.

HOw~'v'e:r::, tl{"e:~:ib'hfi:~Ehe dfi:iie': :·irit£drapTe:fk '-\i~sh~<~pe~':- -!'~-b <'i,~"hb t

necessarily denied in many of the decision's. Th'~rei:':'cir-:e~~also

many ju{ist.iancl.'i"\J§eii,;';hbasskrtthatthi; abH,j.'eiii~h£ion~d

alleged infririgeIllerit<iklli£ ,htllfn "'thesddp';dfeq\ii"ai~nts

from thep6int. of sdbaljusdcedr" '~q&ity;

545
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Japanese GrpllP ,Commit,tee No•. 4
SUbcommittee No. 2

1

Article 104 sh01l1d be treated as the provision for
COllrt procedllres, and qllestions remain if it sho1l1d
be treated or interpreted as to circ1lInscribe the
effect of the patent right.
As Article 104 interprets Novelty as what is not
p1lblicly known in Japan on "the first filing date",

.a plllral n1lInber of process patents may be isslled for
a single product and can be the object of the appli-
cation of Article 104. Is it not abollt the time to
correct sllch over-protective provision?
In the provision of overriding pres1lInption, the
provision pres1lIning the fact (the manufactllring process)
and the matter which sho1l1d be judged by the juris­
diction such as infringement of a right are mixed in
competition. It w01l1d be necessary to separate and
review the isslles to burden of proof and equity.

l2)

(3 )

Provision of Presumption on Manufacturing Proces.s

Hiroat;:;ll Kanej<o,.Teijin Ltd. (Chairman)
Mira Yoneyama,Toray.Indllstries Inc.
Kenzo Hayashi·, Kanebc., Ltd, .
Sh~!"Ando,. KyowaHakko.Kogyoqo.,. Ltd.
Masao Shimokoshi, Ajinomoto Co. ,Inc. (Speaker)

Abstrac.t:

Al thoughCheml.cal subStanceS were not patentaBlellp
llntil 1975.in·Japan,amanllfactllring'processofa novel
prodllct was patentable and had been protected with the
effect s1lbstantially similar to that of a prodllct patent.
The protection, conseqllently, greatly contribllted to the
importation of technical know-how from overseas cOllntries
which fOllnded the basis for high-rate economic growth and
to the development of domestic indllstries.

This paper reports the current trends in academic and
udicial society on the above mentioned issues.

When the Patent Law was amended in 1975, a few isslles
concerning the process patent remained llnsolved in parallel
with the introdllction of the prodllct patent. Those isslles
are:
(1)
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2

Provision of Presumption on Manufacturing Process

The presumptio? provision for manufactu~ing

process may appear sOl)1ewhat strange from the view point

but conveniently tog,en~raln"vel "matters" and novelty

i.s Judged territoriallY.,lIinside
J~p,an". In this c,entext,

the presumpt~onprovisionexi~ting in parallel ,with and

under the product patent System is of a greatsignifi-

gove~ned together with sub~~quent applipations by the

presluuption provision for manufacturing process. The

pa cen t s to which this pres:"!'ptionprovision Lrrtends

are not limited to those for novel chemical substances

process of a novel matter, "the pr"ces1" PFtentswhich,

were filed in the" time ,when the pzcduct; patent was, not

recognized will, not e~pire before 1995 and will be
C'

substances, fopds and medicines. Although this amendment

1. Introduction:

of the Patent Law ,pon~id~rabtY reduc~d the significF~pe

of the presumption provision for the manufacturing
.,., '0,(;,<" . '.' -"r' - .• -~-";

Japanese Patent System was part~allYmmended,in
/!

1976{ll tone~lygran~ patents to inventions pf chemi.caj,



3

manufacturing process under the discovery remedy* and

defendant hereinafter) discloses their manufacturing

process. Inus'60uitprocedures, t:h~ d~feid~';tlias an

ObligaTion even in a genera.lcdurtt<:ld:Gc1Qs~the

undeniably opinions which advocate for the revision of

effect of a process patent does not extend to "a prod-

of the current US Patent practice under which the

US Patent Law in order to expand the effect of the

process patent. The recent administrative 9uidi!lirle/'

of thetni~~~~flon~iT~ad~c6~ii~ion goes in the

direAio~8,;'ti~pg~t~dgoOdi sho~id"bedl~a~i.d/6f

infi:i.~~~~e~t on any"bihi. US process patent~(2).

This paper willdii~~i~them:gdes"gfprotecti~~

by the prod~ss pat~nts.The a~thgrs h~gp~' if wJ..Ii'b~

interesting andusi!fultc; the p~f~nteei~f Japanese

patents who arei~i~reif~dih iIifriIig~~nf' litigations

as well as'tho-s'e~Jfo5ta:k'liIi;;~i~';tinfi.fei~;'isi()Il"()f

US Patent Law on the pro1:ess'rp~t,,;if':

uct which is manufactured by said process". There are

Note: Di{ferences in cour-t; procedures" between Japan

aid Us

Upon applica:tion~f thi. presumpfion provision of

ffianufa~tu~ing process, pr~~eedi~gs would "be conducted

duly aid exp~dit:edifthe deferldait(the party who is

accused of anidfiingement wi 1J.. be ref"rri.d to as a

550



therefore there always is a way to specify the process

of the defendant in the court. As both the defendant

and the plaintiff have obligation of faithfulness in

the court, shouldn't the defendant voluntarily disclose

his process? In Japanese court, however, there is no

such provision as "in camara" and problems will arise

if one were asked to disclose secret know-how in the

open chamber. Other problems may arise in the course

of evidence examination as a defendant without a burden

of proof might refuse to disclose the process on the

ground of Article 281 of the Code of Civil Procedures

and perpetuation of evidences is not enforcible.

2. Outline of the Presumption Provision on Manufactur-

ing Process:

2.1 Article 104 of Patent Law reads;<3l

In a case of patent for an invention of a process

of manufacturing a prod~c~@, where such a product <D
was not publicly k:n~wni® in Japa~@) prior to the

filing <D of the patent application concerned, any

identical product ® shall be presumed to have been

manufactured by the process®.

Q) the term product as used herein can be inter­

preted to include matters other than chemical

substances. There is a precedence [Decision

4
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Although Article 29 of the Patent Law

the most prior application alone is granted a

been disclosed in references, it should be

patent system, the raison d'etre of this

wherein an infringement was claimed on a

"synthetic pressure-resistant hose" on the

may be a bar to patenting a thing which has

noted that Article 104 is applicable to a

to the product which is publicly known outside

by Osaka District Court dated April 11, 1975.

Case No. 47-(WA}-1135. Demand dismissed]

the infringement is not publicly known even if

a portion of the product is know~·(f7).

this article may become applicable. From this

point of vi'1w, even under the chemical product

patent, in the case of a process invention,

read as including .the case where the object of

While in the case of an invention of a [thing],

plural applications might be granted patents by

:. :.,:.:.itJ.lI\e£h~iUbi€aric "i#~::~~b"coiri"s .pUblrcl.i
known. Therefore, there may be plur:lil~~i

of patents for an identical substance to which

ground of this article.

<6> The phrase, ,,~~'i pubLi.cLy known", could be

article is still profound.

ell This provision is,interpreted to be applicable
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, ,

product which has 'been known'artd'usedabroad,

<]) "Prior to the hling Of anapPlitat1on" could

readth.it 'prior to thE' first filing date if

claims'pr:Lority under 'Convention(41 ~ But

there ·eHstsomeci-:i.ti';i~ll\sabout this 'inter""

pfet<i,<t;;iol1~ll) (13)

® "Identical product"sl1ouldreadtl1atthe object

'of the pat:~ntecfprocess co:i.hc5:des\:,itl1the'

obj ecl: of1:hein.fi-tHg;entehi:. : Forinsta:hce,

slightdifference in.llIel tirtg points 'is' jUdged

ideHhcai(Sl , but two substances with a difference

e:Kc:eedihgl:oo"c~re>jJdge:d'dit'fererit!(121;:: eVeri' ;

.'if the 'irifraredab'sorption" spectruin'fs'simirar:

to each other.

In the 't:as'eofvttamiri 'B6-ais1.l1fite Fits' .

hydrochloride ~ndhyaiatewerejudgedidenticiH.

[This 'i.sacl.opted irithe CuttentExamination

Stahcl.ard].Whe"n the category of equivalence is

btought in, applicability ofthlS: provision might

be sllbj ectof d.ispute (61;:

® T'The'··'pr'ocess ll means··the process described 'in

the Scope,of the' Patent claim and uriless the

ment.

2.2 Intent of Article 104

Presumption of the manufacturing process Was
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process patent procedure. Some interpret that

novel matterwill.co.ntinue to funstionas. it has been

7

As a chemical substance
c' i

q,p"i;~'i\-te~. in .j:h.e pa-t~'i\i;j i'i\~r ing~meI)t liti9i'l:~on ....

Al thoH9!:) the])9.p9 }FWl'~yi~~q,wo"gings.of the p.;"oxision,

it meF~ly.;"largieg.j::h~i'i\j:.~.".-t'?J:the old one and .did

not change it's substance.

(9) (10)grounds.

i) As a remedy for the difficulties in proving a

even along ",ith.the.pal:ent. of a 1'\0Yel thing,

pateni; in lie1,l of.th~prod1.1C:i; pat~'i\tr.

The 19.21I?ai;ent Li'W( 8) continued. the MeijL .Law

as it was .B;:( )}50s" it ",i'9iFe"li2;edi;hatthis,p:t"ovi­

sion p:t"oyided Fn~?-t.;"ell)~tx, 1.1.~ef.ul .lI)eF'i\90fati;ack for'-- ,~

provid~gi,i'i\.J9P~.I'at.entJi"w (7 l, J;>U-t i tsin-tent .is not

quite "li~a.;". The pai;el'\-tL"w ",as i'i\nu~l'\cedby tl.1e 1891

Germal'\Patent Lawangitsp"esUJ1lptiol'\ r1.11efor a novel

withl:he introduction of.preduc:tpate'i\.-t"'. Ln 1976,

it was said.thi't.i;hesigniiiC:"'i\c:eof i;l.1is.p.;"o"isi9n had

somehow been .diluted..B1,l.t webelie"etl1~spro"i~ionis

stil.!, sig.nificanl:. aI)p- s..houLd be left in exi9t-eI'l';ealong

wit!:) the PFoduc-t. patentsysi;em. We should not forget

that the manufacturing prodess.presurnption rule for a

matter was.probably.il'\-tr9g'Acedr

was pai;~'i\j:,,,!>le1,l'i\d~.;",j:l.1e)}09 Pai;~ntLaw, the

provision did not intend to heavilyprbtect the p:t"ocess
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"this, switching of the burden .of :flroof has

( ii)

(j Li)

contributed to expedite an,d.op~imize,.court,:"

procedures (11)

The theory that since qnly qne manufacturing ,

process is., kno1"n for a novel thing, the

p","obability that the process of the allegedly

infringing party (or. the defendant) is identical

t9 the patented process runs high (12) ,

The, theory that the invention of a novel thing

is favored, .arid consequent denial of the prod"; "

uct patent is. compensated by. this. favorable

court procedures.

To be precise, all of the three theories mentioned

above are problematic. Tl1er,efore,t!'l':': intent. Of, enact";

ment should be considered the complex concept of these
i : ',;. ', .... ,;::'.. , ,,' ,',

three theor,ie,s.

The. :flres,U!"ption pzovi.s Lcn of 1891.. t;;erman La.w is.

said to have b,:,er,:,n,acted t.o ,!i.:ll0'" .t;;e,rrnan pat;e!1teest;o

exclude impqrteci gc:'0ds. Im"i!11y dy"stu:ff, etc.) w!'lich

flowed into thecPl.lntry fr0rrtsurrpl.lllding natiplls,and

':hep:t:ovision fun<;t;;'oned. as ..a :fl:t:.otec~ing PPlicy fo.r t!'le

the Japanese patentees in the formerYeilrs ",erefore;'gners;,.

and manu f ac tiuze r s and. impo","ters .in ..:ra:fla!1 wereqften held

as the defendant. Although it has the same content as
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Article 2, Paragraph 3, Item 3 of the Jap'ii'n",se'

Patent Law provides that "working" 0'£ ani'nv~'htitil1 me{a'nS::
"in the':' -~a:'s:~j cif'2J~t{' inVeh'ti-b'; :0'£' '~-;: 'rrtahuf-a':cthri"Hg:-:'''p':tdC~'ks

of a pr'6dlidt~j 'a'bts" Ofus'1'J,g; assignihg,l"'asi.'ng,

displayiri~f8r the 'purpi:!s"bf' assWrifuehtdr leas",; or

importin~ ;'the! 'tit8audtllla'riufactJtedby th';;ptocess in
add.i, tidri' £8 'th", 'a'ct!.sllleritiICri''''dJ inthe,pre't:k'drri'g 'paragrii'ph

[meanirt'i' the

th"S£lptlia.'t'idIJ. inthet",'xt,thea:ct' dfwd'rking the

prod1ibtol>ta'lri~dW tl1k' '1'atk'nted hiii'hufacturrhgprOc:e'ss

nical market for licensers.

Discussion' on'problemat're; Issiie's;

its German counterpart, the Japanese provision seldom

functioned [fsa'p'rdtedt'iBti'fbf BH';; Ja'pa'heskJ:iiidaus';;'of

the differiititte8htii.'8a:icbii'Bkgfdund} Ihst~a'ditprBllloted

the introduction of technical know-how frolllo\!",riiii"s.

It Should;;b",'riBt~d"that:"t:heiiialllihat'idH';sta'hdafdfBr

the process p<ttentCfor a ho\!ih"stiBha'iidlj':Wa'~ i<i!iij"
"-."1,:-'''"-'''':,', :'-"{':'- '::"- ,; ')::"'''':''''.'.-: :,,"':-' ",,,,,"'.:> v-tL. :':.::;,».,,\,,-,strict thi!in that for the procieupaterit' for'a 'known

substi!ilt',";;Th.tS is'<iijId",h~ frdm the'ia'ct!. tha'tl!liiriy' of

the process patent iJiii-e ~fa'ritiid'''s thiii£.\.reht'idhof a

chemic,,:I:1~" aha'i8~0Iis'fuethodiibfari..s tl\~ ut'iilty'(dr

novel ty)"gli:ist",d' In' tlig" ~ifuea"pf8aUdt'; '; "This -. iii '6ne'0f

the reasoh~';;"hY; J~pa'j,"has'b~d6I11e' ii\l'8ha iucta'ti'.ie tech-
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the stra.ln disClosed iilthe patented process. Proving

'. ."

different rii,'irillf,'iCtur:i.ng'piocess f8:t'this'p£"d\l.ct al'thd\l.gh'·

the object· is id"Htici>lt6 hi" pf6cidbt;aHdth'B.t his

manufag'f:.ufi.ri~pf6c5es.s'do"s· Hot:. J:je16rl""t6'f:.he l'<i!('hn:i.2:a.l

scope of' thep~f:.'E!mtEidprocess,'his ad ilIUibe" fd\l.:nd'as

infrin~in~the"piaiAtiff·.i.) pa.t<i!HU In tIlEi<cas<i! 8t

chlortetrai::~cliAe'·[Tok.y6 Distri.de cd\l.:rtDecision d),:leci.

septElfub~.r!l,:r95·5;'Ca."k N6;"Sh829L(YO)'::9026,'Ca.l;Ei' of'

Applicaf{"n 'f6i'a.h i rlj'\l.ncti.6hr,tlie'court~rartteda.rl

injunction because the defendant** could not prove the

difference bet",eenthest:rainused btfhedefendaHt and

duly authorized.

<We'~h61ild. ribtefifi.ttha.t:. fli.e Ja.p'anese pa.tertt ii

Law pr6tec5'ts not ortl§ thelllart\l.fa..ct\l.ri rl~ p£oc5ei1i. But also

the pr6ci\l.c5t obtai.'ned!:iy tJiat'process.

In order to ha..\ieA:£tic5iEi 104 of the Pa.terlfLaw a.p'pl.led;'

two tEi~1.H;'it~g sil6tirci. bEi i.af.i;'ftEid :tha.tthe{dlhee:t

of the processp'atertt' ",';'"ia.n6v(illthing'at"thEi Jti.rriEi of

fUih~ a.rlci.'tliaf the tilirl~ ";hi8htile'deferid~HtdEih,gwitil'l>

is iderit.l8al f8'the "J:jjEi8f? If ~he;.efw8c6Hdif:.i8Hsaie

met, thEi' pfe;.tirnpti6npfo~isi8iiJ:je601ll""idpEirativ<i!;: Uiilei1s' -r-,

the dEif~ndarif:.6aripig;j~ that he use.i.a.H ~rltir<i!iY

constitutes a patent infringement unless the party is

are said to be difficult. In such·a case, passi.ng the

burden of proof from one party to the other plays a
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During the time when Japan boasted i" high economic

growth, it .enthusiastically. imported ,tec,hr\icq,+ knoc,.-ho,..

from industrialized countries in the caus e of. founding

the nation on technoloQY. At that time, the provision

provided a very strong ,ground for exercise of "t!)e ,Piit€!.J'j;

right of manufactUl;ing chemical sub~tances" ~y

peoples of tile industrialized countries. It was used to

earn the positiqn in lieu of the product patent system

which was denied in Japan becaus'i'.of the cOnsiderations

under the industrial Pqlicy, .Asa mattercof fact, this

proyision ,.as. sought to play sue!! a role. In this

context'ethe provision ,"hi~h was essentially ,a rule

merely for court proc,edures has actually been operat'i'd "' .
. c-;, ... '.'"";,:";,,..,,<;,,'. :;',: .•.> ..; ">'} ;',.';;; "",'.:':.';'; " ',_.".c <:..;-:...,....:.- _..'...<,:..';'.:;;:' :-' '...:;- _'):" ('-c;:;-,-"',:

Under the product patent system, provision of

Article 104 should be interpreted as a mere. court pro-

a decisive role in the court proceedings.

as if . it. ,.as a,rulehaying t,!).e ~"'l:>sj;q,ntii":L, 'i';Yect of.

patent rig!).t because of superior technici"l know7!).ow.of.

the plaJH1'ifi" ip o,v'i'rse,j's countril",sq,ndj;he .indpstrial

demands. (or ,the intent of .JaPi"!'les,<C, i!'l91lstrie,s, wanti!'lQtp,

exclusi:Vl"ly ,<;orkthe,W::hJ'i.pal,lcJ'(),"..l10,"' i~por1'ed J:r()m"

abcoad) .

and of"the defendant s houId be treated equal arid fair,

and a patente<C0f a proc;ess patent fO:r ii, !'lovel thing

should be judged taking into considerations the situation

5.~8
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followingrega:rding application 6fth.is Article but

the court did not recognize'hisa1.1e,jation:
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(a)"'h~,..fact w~~,:t;hat c9n .the,¢l~t;", pf, u{o fi:l.ill9'. ().Ilj'lhich ....

thepriprit;Y:. 5':l.ai",;: W,~!1 ' b"!1e¢l( Sept;e,IJlI>H?,5 ,195)"

and Oct().J;:>er,J5; O~,t;h~,.!1a.me.¥ea;:)., ;te,t;,;:~c::ylillewa.s. '
(15)

alr,,,,MY )<n(),wn PIlJ;:>lic::1yinUSA ....:

(b) The invention inqllestioJ:l cpuld.J:lpthave. b.een

grante,¢l. ii paj;.~llt· evell.iJ.:rapan.hap. "¢lop.tedthe,

Sy~t;",1l"p~. ad?l:"p91lc::t; pa.tellt}\~) •.~J

In :t;IJ.!, .jU¢lgc"'1l'.enj;., th"C::P.llr t, h~.ld. :th"tWh~j;.l:1er.. it.,

was puJ;:>+ic::l.¥ knpw,J:liJ:l, 9th"r, .cQ.llnt;:ies pr not; .w"s irr.el~,.

vant to. this ,pl:"PYisi()Il'''Il¢l"ci t"'¢!{'l:"tic:::Le" 4 , .~.ar~9'F~pl:1 ,J3."

of the Par.is Conventi.;m,.which .read,~'•.••.••• "nysllbsequent·.c:,.:.,."_,:"'-',_' ";""":_'::',_,'._,':, '·::C, ..: .:... 0.••·..._.". " '_._'-""',, :.", ..'._ .-.: •._._.:._,_", ,!"".:,:._,:.,_.. ,c.,,,,,'

filing ill."ny of, the"pt;h.e:r:c01.1lltries; pf,. the" ull.ipll.J;:>e,.~Q.re,

the eXPi;:atipllot:; ,t;!J.e, .peripd!1FeJer;:e,¢! t() aJ;:>PYe, shall

not be inva,1,idat!,¢!,byreasono:f i"!l'Y, ~qt;.?ac5()IllP:Lish"d"?,,.,.( .

in the int";:val, .. :L!,,.pa;:tip,1l1,'i'r,. ~n()j:her fi1illg ,.,·tl:1e

pUblica j:ion,orexploij:atip!l' ..oftl:1e inyention,.-,...,'),...,,.,.,.

and such act!1F~llnpj:, giye, Fi!1e ..j:o.any third')party ri9'h,t,

or any .rigl:1j:, ()~.,per.spnalp()!1S!'!1!1,ipn" • The cour-t

recognized, therefore, that the novelty of a patent

invention,j'lithprio;:ity claimsho1.lld .be ,Jlldge¢l byth",

time Po:LJ:ltof.f'iJingin the. fir",j: ccUnt"Y. The court

judged onAp) ,that i,t coUldnp,t be. illj:erp.l:"e,ted,t;9b.e.

jUdgement,fpllow",dthe.prec,,,d,,,,nt of Vitarni.nB6 ¢l.isulfi.te

case which became tl:1e:Leading,pas",.

In reviewing the judgement of the court, we
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.'

belieye, .that: ,the provision, inqllestionis:relevant, to

the cOllrt) procelillr-es and: the .,co,llrtproceeliings"are" the

mos,ttypical of lex ,forL One.the other hand, Article-

4, Paragraph A explicitly prov.iliestha,t:, "any'person

who has-'liu'ly fi'lelian ..applicatio,n. for a 'patent""",:

shall enjoy' :for Ithe,: purpolle of' fi:ling,: in>the other'

cOllntries:"., '':Pheeffective'scope.'o:f,the· pbiority: right'"

is limit-ed.;.to the filing ,pro.celiilres.-' Accbrliingly;,

the pzovLsLon of,. Artic1.e 104:' is', irrelevant ..tb,' the p:r:o.~ " ' .."' .. '

vision ,of,'the Convention.' ',The,,-popu1.a·r ,view ..which

concends that the phrase "for the purpose of filing, in'

the other..countries}'· ,,(Article' A, ,Paragr.aphB'· of. the:

Conventio,n))"is' nox. d.imitelito: j:hefi'li'ngproceliures bllt: "

extenlis,·'.to : ,the effect of ,pa,tent ,r.ight:merely' ,becallse

Article 4.provilies 'that.sllchan, act·,ca'nnot ,give" 'rise to:

anythirli~,party right",., ••· •.or: any, ri'ghtto; prioruse\':

is mislealiing. such-a: view-is'de·fectiv.e becaUs,e:it

mis interprets'.Artiple·lO4.as' providing .theeffec'tof'

a patent:.right. -,:,)

The Convention o'ffersprotection to_a.pa,tent

applicant between the' t'imeof;filing in the first.'collntry

and that in theseconli cOllntryin or-der to prevenbthe
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novelty (limited' ,to inside Japan}, is 'highly, .dmpzopez.,

It should be judged by the criteria of the pUblic know..,

ledge and public 'use in the:world'.I'f therefom of

the pz-ov.Ls.Lorr is not to be expected" "then./'the,filing

date" should be interpreted' as "the, date on which the

applicatibn "fomi'arid'"sp'e'c tf'tca tt'o'n'were's'f'i~ed"s,":i:nsd:de::;

to deem the filing dateasc,thefiling date ,in the ,first

pubLi.c ,

15

.Leas t; for the case like the tetracycline case.

Such discretion of the courtswould not ,betray the general

Japan at

It', can'stherefore be' sa'id ,that the 'court, precedent

country so far asci t 'claims the prioritY/right.' However,

the terri toriallimitationimpos'ed':oh the,judgementccof
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3.3 Question Concerning Ov",rturning of Presumption.,

Pl;"ovj.sion

:I;ng",'1"';f\l, pOlfF!: WClc",dup~E;' the l?lainJ;i,H·

(patentee, lipe!ls",~l b~il:t"E; Jh~ RIf;de'1 9f p;Clofi!l<aH~c;;Z"

ing .. Pilj::el11:. i'1J:';i!lg~Inel1t~ 9), 'J:'llerefo;~,.. the:pl,ai,'1HfJ:' .

must asser1:..thaj::;

(a) the l?l,f\i'1H.J:'f, owns .. j::hli'P.;ite!lt right A;

(b) the defendanJ;~xeput",s the l?:t"oc~E;E;t: l{.;,

(c) the proq",s,;s,;XReJ,pl:lgE;<tCl the tePI1!lic.;il,sc;RP'" of .the

patent l'.; ilng j:herefore

16

However ,if.Article 104.+s applie9-to.tl1e.cas~-., .•• the.:

presump1:.ion provision b~c;ol1\"'s 0l?erative ,andJ;he pla.in,­

tiff may in lieu o.:fthe,.proof (b)l?rov",j::l1at

( .i ) the object of.thepiltent A .was .noveL.at th", .time

of filing, and

(ii) th",. d",f",ndantmilnuJact\lres., se.11s.~n¢l,\lse.s.Jhi l1g.s
. ",hich .areid",ntical to the ppjec:1;. mentioned, above.

Accprdingto the. pr,evailing opinipns,; and.cpurt

precedents, .if this provisiol1isapPl.ieg, the .de:f"'!1gan~

should; (1) disclos",the ma!lufac1;.\lri!lg proc",s,;spf til'"

process .of tile defer-dant do.es not pelongto th", tech.­

nic.alscope of the patent A(14).

aut in the case.of Pipyrigamole(17) the CP\ll:"t
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"The matier of "

17

which manufacturing process the other party i.s iicifliiiliy

executing e$$eritiaiiy'6eloii~s'tdthe teiiiirt ~c:Jvetrted'J:jy

the oth~t partyaiid il;i o.fih~ dhariidte~ whididarmot

be reco~n±:hid' ftom'outl;iIde';'';iG it 'is"iilWii.§sLd6iihiieril.sly

difficult for the patentee to allege and prove,isucih';

the process patent"c8Irie,'" i:.b"tiljd.st"6nlY"'i.nmirtteand not

in deed. This provis'i.oli"iiitends to': rttaifitaiH'lhe fait'!' i()

balance' in' the' pnckediw~s by" p-iaain~ithki 6.lrdeniei

disclosing the manufacturing pro'ceiss'o,,"i:h\PSide of'the

opposite party'thrflikss such 'ii';' obiJ.'9';'d:ibri i.s fh:if:lhed;

he will lose the case) if there exist facts prks6ribkiJ!

as prerequ'J.Site's" Sy'ihlcile" 104T The' iriterttdQfAthe

provis%n'i~' 'ftbth:l'ngmb'l:~'no'r' le,,'s'ti{il.rli:hat; '.' "in' orde'''' 'ii,

to overturn theprkshmpE'6n'Ill'mtIorlM'il.bo"ve, if' the

opposi tii pi'iit.i mUStijj,,'artWe 1:11.iiodert'hOi:'bn1:Y Of disClbs­

ing the manufacturing process but also oii'provlng 'tb

such ariextent"tha'this' Ill.3.'hufaCiuri'n'gii:>rccess'ifOes' riOt'

belon,y'g 'theteC'hHiC'ai 'sC'bpei '6flhepaient.ed iilvenH'on.

and pattidilaiy fhi'ithis' pr6C'6s'J;'is' nOt equi.valehtto

the ,ia:i:iihtedprbcess;'the'bJrdeHpla"eid ontheOpp6sile'

party b'.icibrnestihai.iiY' hea'VYe'tthah'inotherptb"ee\n.ngs"

distdtbih~jthe'e,q'i1{ty bEi ti4"'el1.par tle!s".atii: "'1Ol\is'new

findings of the: f1rsti.nstanC'ewasoveiturnedby the

appeal court and the court decision was 'revi.sed fO'fOll6w

the precedertt cases.

564



565

June 30/19S'2/'case'No .'! Sho':54'~ (i'l'E)~825i

There ar'e'ilodi!;putes' ove'r' the iriterpretation!

that the ar'ti61~:provides presumptloll offacts~'0h the""

premise tha'tthe'burdimo,(Lais6'ios'ingthe'pr6cess

rests witlfthe'ded:e'ndant, 6oritradi6Hng'viewsexist

about what'is pr"sumec'ihy ,thlsprovisi6n:

Thktfits't View'argues"tllatthede:fendaht is

presumed not!"only'tOhavedisc16s"ea:his: 'pro6ess /'!:lutn

also that hispfb6es:s'be:f6hged '1:6 ,the' Jt e6hni ca l scope'

of the' patented rnventfori' of the"p'iairitin'. FroitPthi's

poi ntof 'iiiei< ,:ltlle'defendan{ inustal'so ii'llege<tha't 'h:f's:

process does' d6\: be16iig'to thepa'teriteo: pi6cess';'(:SoC:'

calledtwj..s'fal}:e 'Overitrrn'irig'theory ,or: riOrl'~i'n"frlngemen't1:', ',':

counter.:.'arg:'wnen't the6'ry ;',the'the'ory 6:fma j6ritY)'.

'theseC:6ndview'c:6nfehdsfhir£ {ifhe defendant" 5

process is concretely d:bic'losec'i and hiS proCe'ssparti­

cula.f'l:?,te'asibl.,/ 'tiie pr6visionis no m6reapplicable.

Retu£rii'hgt6 thei~Jneral'pfillcip'ie6f distiibutioh6f

burdens ofaiiec#'tidnandProOi ,'the plaintiff 'itiust

prove that fhe'defendant' sprocessbelorigs to ,the

technical scope of the patented'inventi6n6ftheplain;:'

tiff. (Olle~stage overturniriif'theory ornon-irifrIngement

18

Ih short, the f6rrnercolltends that thepreslimptibn

of Artii::iJl04 ist6J?rJslirnesaid (b) arid' (c). In' order

to eliminatetllepres1lll1p'ti6n, 'the deferidant must 'prove , '
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beyond reasonable doub:!:s? tl1a,t, a:ktho"gh .I).;s l?"pdu9t is

identicalt9, .the pbj e,91o produc1o (il'l (::t1o.h~r ~ords., a

facts. 50 far as i t,isl?r~~'\l!lledth,,1o ::'1,1;~ prpduct. is

manufacturedbyt.h.e pat,en1o~dp"'9gess ", -v rtl,1e, def.. ndant,

must prove that the ProQu9t ~sactua~~y.~"nufactureq

by a proces s, o1oI).~;; th"n .1ohep.,,);el'l);~q.Pfopes.s and this

other pro9~~sR.8~~.no t, .inf",;,II'wj;I)...,p,,);ented righ1o.

The court; (1?",~c",.",el'l1ofpllc::>",.sthi~.preJ'{"p;ngthjwr¥ •

Jl.s.se.en.intl,1e,judg~~ent of. th..,.f~f...t ins.t"l'c~ on

DipryriCl.~ol.. (ca~e,. ,j;I).e.•l"tt,..r theoRX.is ;fa~rly convi.nc-.

ing when "iewed.f",plll );?~•.1?C::>~'1t .c::>~ equi);¥>il'l' the cour.t

proceej.ur..~r:andb"s ep. .ul?pn '. j;I).~ .ol?il'l~pn, .);J:l,at. ",he);?",,, ..:::l,1e

defendant's ,proc:e,s,: rl;>..longs,.lOo.tl1e.p"t'''l':t::~d invEl'1tipn.;,_.

or not...hpulej.be judged !?Y.,the "'i"s,cr.etio,Iloftl1~ c:Purj;

rather tll"l'l pres\l!ll~'" according to Ar.ticle 104 .(accord­

ingly, thematj;ersoftechnical......cope , "'H"iv".l"l't,i?foc,es,,:,

detour proc:~ssare irrelevant ,tp Article. l.04 5inag,a1:",a

theory(18)1:"l).iC:I)."",9\1eS tl,la,t a1o.l~as1o the equi"alen);

process and "'eto."r .. l?fOc,,~s .aI'~ifrele""nt to· tl1is

provision'~ay be found r ..asonable.

If the ej.ef"'1"'ant "all pro"e •. tl1"t his manufacturing

oftl,1ep"tellt"d;llv"lltion by,ej.;sclosing apart.o~ h;s

process, the provision of Article 104 should be inte.I'­

preted as. .not !?eiIl9"pl?li"able an¥ '.. ~Ol:".' . Relevant

.'
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it is' the court which should preside overIn the case

allegation and counter-allegation of the defendarit and

the plaintiff. Is it not the defendant who bears the

final ·burden of proof?

be f ound identica.l)"

(D)· The case "'here 'the process disClosed by the defendant

isiecb~;;:Ged to be different from the pa.tehted

"'ii&enhbri. (The presUInption is' riot applicable);

Among the above' four·C::ases, the case «A) is ' only,

the instance "hi.reArt.ible l04isuric::6riditi6haHyapplicable

and the plaintiff 'doei;<iic>t needto<allegeor<prove:.'

product belongs to the technical scope of the

patented invention.

(B) The case where the defendant alleges that the

fuanufacturing·pr;"cess disClosed by the defendant·

does not belong to the technical scope of the

patented invention and there ·are disputes between

him and the plaintiff. (This is the case where

the process· is 'fmmd sUbstantially identical with

the pateIlt process) .

(C) The case where the plaintiff is convinced that th·e,

proce·ss disciosed by' the defendant is differerit·

fr~~ ·th·e patented invention, alTeges that ;the

det'endant's process is either an equivalent or·a

detour process (or m~dified ,in'design) (everi if

it is an equi-J~lEirit:\Sr detour ·:~'pr6'aess, i t;':':cannot
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3.4 SpecHying'the, Object of Injunction

ThEl2:e' arises an 'issue of how'to specify the

demand for injunction underArticlelOO of',the'Pate'11t

Law 'in the case where the defendaht cfai!sto' o"erturn

the presumption or theclefehdant'could not d'isclose the

manufacturing 'process (e:'g. the' object productis'ah

imported good and the mahufacturerdoesnotdisclose

the process) •

This issUe 'shoUld: be arguedfr6m thepoirit6f

legar:iriterpretatiori'aswe1.l 'as"the repres.ented 'technology

which maybeexecUted'iti practice.

Kosaka(20l·arg'UesthatJ.napplyirig for'i.njunctioh

based ori the patent right "theconcrete'mod.eofihff'inge'"

ment'by£he defend'antsh'ould l:lespecHied.Itsh6Uld 'be

understood '; tha££helitfga'ti6n 'reques'ting,itijuncti6ri'.6f ,;,

such an abs tr'act :Ohject- '~is:·'lI·aprodti'ct. or:p:.t6cesswhi'C"h

belongs tdthescope of patentClaims"is 'notacceptable;

The patenteeofapr6ces's has. aspecHic ri!g'ht'ofclaims

to third'-party (theinfl:ingei:) merelywithih the fi'ame

of "alid patent ri!ghtwh'ich isrecogni.zedby the sUb-

s cantLva law. EveiFifthepresurnption'provision is

applicable,the right cannotbeperlllitted to extend

,.",." ...,.. , ...,s.:..u.,.c.:h a limit/as' to remove the substantial ,~,lr~~: ,.i:lit~)C)!;:'~:,.·••••••

on the patent'ri.ghtof ~'manufactUril1g' process. Therefore;

the plaiIltHf mllstspeCiry the product pr6cesswhen he

applies 'for injunction. Kosaka'further.arguesthat
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the presumption provision of,l\.rtic1elO~c.do es not play

a decisive role inilpp1icationfor"injunctiqn.' InsUJl\',

accordingtq!<osaka '!' theory, ' so faze ,a!, ,the illjune,tion

of manufacturing processpf ,ilj:hiIlg based on 'j:he Pre...

sumption!of,l\.r,j:icle ,10~isnotapplicable, it: ",ould"

mistake ameans for an end it the" application for,in ..

junction for,lllangfactgrensales "and.,use, of ,th,e,J:.h~ng

produced 1:>Y the process is permitted.

But ,pis theory, sj:p1 .la,ck,!", SgppOl::t!'1:>Y the

majo:rity, Aecord;;,ng to the j?atent La,w ,there is,Ilo d,qubtC (

that injunction can be applieci,fqr a thiIlgm.angfacj:ur,e,d,

by the,pa,tenteci process (I\.rtic1e2, 'pilrilgraph3, ,Ar:tiele

68, anci,Ar,tielelOQof ,the Law) . As Ar:ticle 104 presUJl\es"

tha t j:Jle cproductis ,manufac,tured by ,",:the P,,!j:enteci. prqce!,s

it alsopres1.;Jlles :tJlat "the manufapj:uring proqes!,belc?Ilgs

t.o the t'echnical ~c0:pe,-of:sai,d "pateI:1.t:e4 ,,~nv~ntion

Therefore,unle,ss "thedefencia,nt su"c,eeds in eounterproyiIlg

the pres1.;Jllption"the injuncti.on fOr lohe de.fendant's

proceSS,ilndfor'illlportation, sales, use of the pl:"0duet

can naturally 1:>e ilpp:qed, cJf the application fOl",injunc ..

tion is found Il0loperlllis!'ible on thegrqunci that :the

presumed process Ls notspeeHi",d"then, the int~ntof

eriac t.Lnq Article 104 l:leeOmesilJllbiguoBs. If the,applica3

don for injunctiqnofthepatenj: right is denied, on the

other hilnd,thenthepaj:en:t,!,ystem will Bltimately be

denied. Theoret~cal:l.y"preyail~l")gC'piniqni!, thilt the
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application fqrinjun.c~ionl!lhouldb",acc"'Ptecl.,

Inpra,ct,ice, ,pr8b1",ms;, lie in. specifying the

obj ect of a"pLic:atipn, I)Ihether a,n qbjec:t Of injunc:t~"n

should bespecifi"d by the method .oz it is:suffic:iently.

specified by the thing per se is; not unilateraly .s;,e,ttled ,.

The problem is acutely felt especially as it includes

the issue of how to remedy the production by a cl.;fferElnt.

proce,ss,d"ye:j,o"",d after the final argumentswer",,.~)y the court.

ThejudgElmElnt"of the Court .reads tnat "when a

manufact':l.r:.~.r~g, ,prq.c:,~ssi,s. pre,~.~e<:l, ,ClqcC?rg~ng 1:9, ~l}i!?

Articl""ti1.e injunction of such all act is a,pplied " and

the application aims .. .a t inhi!:>i Hng ....or,kingoftl(", Process

of the patented invention", difficulties may arise s~b­

sequently ine!fEl<:utionof .tne injuIlcjoion 'Eljoc, T\1eret".ore,

it suffices if the t\1ing per l!le ....h.i.chist;ob", manufac­

t:ured alone is d",scribedin t\1e a"plicatioIl( 4}. "In

chroltetracycline case which was fougnt under, the Old

Law (Taisho Law), joh", .court foun.cl. t\1atpr,8duc:t.ion can

be stpPPEld by l!lp",cifying the pr,OCElSS discosed by tn"

debtor while in .. the case of tetracyclinEl under, the

current Law, it was found tha,t the .i.mpqrtation from

overseas company c.anbe stopped by. specifying thEl. foreign

Theoretically., .the defendant may be redressed

by the objection for, the application. B~t as the text

of the court judgement should cqntriYEl(21) (such as

571



572

25

the specific expression in descdbing the purpose of

the plaintif'f' s a'ppl'icati.onl, "esp~c{alt'y'when 'the' process

disclosed by the de'fenclimt is' disputed or contested,

consideration' (wh'ether 'it is executable or' not) 'from

practic~la~pectsho~ld'be taken.

4. Conclusion:

The paper briefly discussed v'ar±o'us' issues' related

to Article 104' of Japanese Patent Law. 'Contradicting

theories exist over 'this'provi~ion. The' lega'i"inter':'

pretatiob sh6uld'be in favor of facilitating the develop""

ment of Japanese industries', ';'hich"is the original

purpose"of the 'Law.

We'should riot forget the fact that,' fromsiich'a

point of 'view, during'the time of high economic growth,

legal inter~retations and pr';cederits of the court which

clearly reflected an industrial' policy favoring import

of technical kno~-how'have heavily accumulated~

Ho;"ever, wi. ttl the introduction of' the system which

grants patents on'chemical substances, medicines, food

etc. in 1976, and as we have attained an international

status in technology and the economy in Japan has

entered a slower-but-steady growth, it is questionable

that maintaining the cOlwentiorial'interpretation of law

really contributes to the development of industries or not.

Thti"is'the rationale why we should seele a new



interpretation of the law in the context of'the,in,t,er.".

nationali zed -patentsystern'•.
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sarne structural formula should be deemed as identical.

Just because the melting points are somewhat different,

they should not be deemed as being two different

Methocarbarnol Case

Tokyo District Court Case No. sbowa 42 [WA]).4112

(Rendered on September 27, 1972)

, Views of the Court on Article 104

(1) II Identical Product II

Defendants asserted that their product was not

identical to the patented product because of the

difference in melting point and therefore the former

is not to be presumed as having been manufactured by

the present patent method. But unless there are

27

thesubstances

* The case where the plaintiff's demand was rejected

because the defendant's method A of reacting

guaiacol glycerin ether [3-(0-methoxy-phenoxy)1,2­

propanedioll with carbonic diether esters, further

reacting the resultant product with ammonia and then

obtaining the aimed substance of methocarbarnol

(alkoxyphenoxy-2-hydroxy-propylcarbamate) do not fall

within the technical scope of the plaintiff's patented

method which absolutely requires the use of phosgene

instead of carbonic diether ester.

574



substances." 'Even·'in'the· same subStance,' the 'melting'

point/can be differerit'dependingonthenieasurement

precision and th,fpurity of SUbStance.'",

(2) REf ,"'Fil'irig Date"

/The· court: 'understandS 'the phra'se'iprior'to'the

filTng iof,the"paterit 'applic::ation"as'used in 'Article"

104 of the Patent LawtO'mearias prior, to the 'filing

of the patent application in the first country on

which the priority claim is based/if the Japanese

patent application claims the priority under Con­

vention. When Article 4 of the Paris Convention,

Articles 26 and 104 of the Patent Law are considered

in combination, protection of the patentee who made

a process invention for the novel thing becomes short

unless the laws are interpreted as above.

(3) Regarding "Burden of Proof of Defendant for Non­

infringement II

In case the plaintiff asserts application of Pro­

vision of Presumption of Article 104 as its ground

for Claim and his assertion is to be allowed, the

defendant can as his counter argument (i) disclose

the manufacturing method used by him and assert that

of the plaintiff's patented invention, and (ii) assert

and prove that the defendant owns a patent, etc. and

that use of the manufacturing method as disclosed by

28
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th<e ,d'<efcendant Ls wqrk,i"g such- an inv§!n'tiqn un,<:1!',:r'

said" :righ't.,The p1aint,iff>:rnay>,jlsser'ti''' ;their, poupter".

claim against SUcll,<:1!':E;ep<:1"n10;' sass!':r'tiqIl' tlli't't,ll!'

defendant's right infringes or uses th!" ,pat;!'Il:tright;;

which >,tll,e >pl"int,iff "fil!'<:1' priqr,'th!,retq ,and,Q""nobbe

workl'l<i,e'tc.: {A,rtic1e "7,2, :qf'the ?at!'nt ,Law "ndl\.r'ticlei

1 7 :pf'the,Uti1i>ty, 1-10<:1,:,1 iL'!W,c,!''tc.

29
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• View of :the Court on Article 10~

Tokyo Dj,s:t,,:ic:t,,<::our:tD!"cisj,on No. Sho,,\,- 4~" [\'I",] 7Q~~

(Rendl';p'c:!,pn,l<PYl';rnJ:>'F ;!6, ~FP" ,,'
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The case where the plain'tiff~s<ieI{lanc:!for;njllJ:\c:t,j,0J:\

etc. of importation, sale and preparing into pharrna-

Law.

pze sumed "llhaying b,eenmanufacture<i by ,tlle met,hod,

of plai!ltiff' s. p"t,l';J:\:t under Artic:le 104 ,of tlle, Pate!lt

not)?ublicly known prio" tp filing of, tile ,pl\'-,i!ltiff' s

patl';!l:t;. applic"tion, in, ,thef irs:t c:ountry, "!ldtllerefo,,e

the defendant's product which is identic"l, to the

aimed substance of the plaintiff's patent should be

"

of watero"o"ganic so;LyeJ:\:t""n<iisol"tiJ:\g Vit;;unj,n

B6-disulfite ,from thus,op:t;"i!led reactiO!l mil':tllre was

pate!l1:l';dmetho,d pfr,e"cHng,,~,4-bis.,.promom!":th:f!:'·5­

hyd,,()~Y:-Ei"!!ll';th:flP:f!,i<ii!le()r,j,:tos ac Ld ,adeli tion saLt

witll,w\'-t!"r soluble, inorganic dillu,lfide, in, the pr!"lll';!lcl';
, "-"'->."'-' ',; -',;" '. - ,," - . '-"

What the prese!lt Lal" mt;!",ns, by, "a thing J:\01:, pupliclY

known" continues to mean noyelty, and so lOng "s,}t

is thus interpreted, judgement of the above mentioned

. ceut.LcaLs of ,1:11e <i!"l't;!J:\<ia!lt' s.. products w\'-sPe+\lli,:t1:~<i

because ,:tlle aimed sllbstaJ:\c!" pf :th!" plaintiff's,......... -', ,-,. ., ',- ,- ',':

*



novelty should naturally have be'eh' ri.ad~ l:>~' 1ippi~i.n<J'

the pf;'\.risibri' ofCAiiic::le4';S'ebti3hBc 3.fthi.piifJ..sC
:

Treaty, and the time to base ,i;tich:~ jaC:i~'erl;i.ht'~h8tild'

be the date of fi~ing in the first country on which

thE!lpri.6rity cl~iiiii.s:based.

578

* Regarding Articl'el04 'of the 'p"ti.nt Law, if thi.

filing diite of suc::h apaten:twe'~eto be di.emed as

the date oi"'filing' of a paten't al'plicatioh in' J~pan,

then this 'Artii::i:e would' bec'ome'a' rUli.' to reduce the

'effect of applicati6n' in' the first count.ty based 'on

the fa<::t'whichoccur.tedafter 's~id filing date in

th'e firh c:o(,ntry' on which the' 'pr'ioHty c::laim is'

bkl~'ed,; iind: thi,i; will confli'cl with: thi. 'provision of

'tii'~-)-p·~'ti~T':t:~aty~: "; ;Tih;~r-~:fbr:e " ;~UChL ail::' iht~fpi:~~tai.:iHh·

"annat 'be adopted:

• Re'~;':~di.hgthel?aieriiri~hFforloihich thi. priority

chihi is lllad~ ul1dkr 1&\;%le'4'o£ th'" I"arls' Treaty,

it is problematic to interpret the filing date of the

patent to which Article 104 of the Patent Law is to

be applied as the filih~ dati.'i.h this cc:>ti;'ti-y~it is

on

d'aXe' as" the' -filing date in the first 'country 'on which

the prJ..3ii'\;Y' claim is based;
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(2) ll.§gaJ;<i,ing 1;:he '!p"fendant,,'.B1.lrd"Il qf.Proof. of

Non-infringement II

The substance described in the attached catalog

which the defendants import, sell and use may be

presumed as having been manufactured by the method

of the plaintiff's patented invention. In the present

case where the defendants made no assertion and

proof regarding the fact that the above mentioned

substance were manufactured by a method other than

that of the plaintiff's patented invention, the above

mentioned deed of the defendants' should be deemed

as infringing the plaintiff's patent right.

(3) Regarding "Specifying the Object of Demand"

If this Article not only demanded the plaintiff to

cLar i.fy the substance which the defendants' manufacture,

~tc. in order to specify the defendants' deed, but

also required the plaintiff to specify the manufactur­

ing method of the defendant as well, then the signific­

ance of existence of this Article which tried to

alleviate the burden of proof of the plaintiff will

be lost.

invention of a. method for manufacturing a substance,

there is no need to specify the defendants' manufac­

turing method under Article 104, but the claim may be
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made forth", 'matt",,, which'thedefendants 'I!ianufa2ture;'

etc. as the object of claim.

580
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Tetrac¥cl~necCase

Case No. Showa<4'6 d:GYQMOj2Q184

The: case concerns: a method 'of::preparing ;;tetracyc;:line

by using streptrnyces.,.a,ureofaciens cor a '. strait; havimg ;;the;;

most of ±ts "unique : properties .':The :obl·ig.ee asked:for an' "

approvaLof,' legal injunction,;claiming that: tetracycline

was a novel'substance,and':shouldnot:bEl; iIriported'.under:

the provision:of Article 104 ..

The obligor :a,!serted:,that, tetracycliIie:was:'known

prior to the':pridrity. date:and'. therefore: applicat±on,:of'

Article 104 should be 'excluded·;.::and:that :even:':ifjibwere::

not pUblicly,known;.'there:... should:.:nqt:be any!:application

of Article.l04;

Views of the:Court

Presuniption:of: manufactur ing :::. method'underArticle:

104 of the Patent.:Law meanstha.tc::where:the case.rd.s

subject to this Article, theipa:tentEl;eshould:merely

assert and prove the requirements prescribed by said

Article; so long as such requirement is satisfied, it

should be interpreted that the other party not only

also assert and prove that their method does not belong

to the technical scope of the patent right being asserted

of infringement. Provided, however, if the language of
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the Law reads "to presume" as in Article l04;~nd,unless'

there is any special situationregarding,thedLaw, it

should be interpreted that such an assumption under the

Law recognizes ,the .;effect,)pr.ovidedby ; the Law .once the

prerequisite,;;Ls proven; and,;theother.partyshould

prove.'t:hat';theipresUl)led ,matter is i)'errOneous v. ,',To,thus

interpret .theLaw meets the,:i.ntentof;,Artielel04 whie!> ,

is for protecting.; the patentee'regard,ingcthe method of,.,;

manufacturing a thing. Although, the obligor aaser-es .

that it is,unbearal;>1eIfqr'the ,allegedipartyto.iltavecthe')

distribution; of ; the .sbuzden.of proof;undel1.;Art;Lc];e;104

of the;,patent'.Law ",thus.'.'interpreted i ,when we;;cdn-

sider thatLthe.'.;objec;t ,thing 'of rthe'patented,.invention'

was'not publicly known in'Japan,which is, the

ment of said Article l04/and that the patentee must bear

,:he burden of proof that the opponent's product;is

identical .eo: the,;object: matter'. of.' theupatentedright; "

tben we cannotr.say that'; the'.'.'oPPdnent is unilaterally.

burdened w;Lth'.a'.,heavy' respon"il;>':j,li.ty.
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Dipyridamole Case

The Tokyo pistric;t CourtPecisionNo.Showa 48 JwaL 48.82

(Rendered on March 23, 1979)

The TokyO High<CO.u'!'t.oec.isio.n .NO..•..Showa.S4[NE]82S

(Rendered on ,:rune. 30,198.2

ll.'case where the ,.defendant's .demand was rejected

because the' defendant '''',exhibit'.A method o.f. adding

d.i.e tihanoLam.i.ne to 2,6 .,bischrolosu·lfonyl..,4'.8 ..,dipyperidino..,

pyrimido [S .4-d]pyrimidine; which,.is.thestarting· material,.

and heatil'lgthe" re;sul1;'antmixtur.e"at.100 . ..,c120,oC .to

obtain .. dipyridamole (2 .,6.,bis.e.thanOlamino..,4.8-dipyperidino..,

pyrimido [SA,..,d] pyrimi.dine) ,.·and,exhibit •• Bmetho.d bf ,heat-,

ing. the., reaction'mixt~~~'b'l:a~~~6.'bYreacting-at 0 - SoC

wi thphosphate" buf.fer solution ,.,at9S..,cl,30°C' do not

belong to thetechni.cal scope of. the. plaintiff 's patented

method of obtaining the. substance. identical to. the above

two methods by adding a "'pecific substance HR to a

specific.pyrimido[S.4-d]pyridinederivative,and'react",

ing the resulting mixture atc.-20 ..,2S0°C, based on the

reasons. that (the defendant) ""starting material is , not

included in that oftheplaintiff'""andthat'sulfohyl

ssarily usele",s in manufacture of dipyridamole).
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Views of the District Court

'In order to 'excl'udeithepr'esumption; under the

Article 104 of the Patent Law, Hi is reasonable 'to

understand:that!i t J.s,'sufficient,!for, 'the pa;rtY!,;beJ.ng"

accused of patent infringement to'a'"sert 'and prove their;

own method of manufacture, and further that it is not

necessary fOr them to;;assertand' prove that theirmeth6d

does not belong' to thetechniC:al .scope 6fthepatented

invention;/particularly,,;that<their method is' not'equi;"

valent'to ;th"patented ,inventJ.6rg

In all ;,probability" 'the intent of this; provisioh

is to ach±eve;anequity'underthe; Law,and not more' land

not less sLnce what! manufac,tu'ring method the other

party lis ai::tually_,;worJdng" bel'ongsor:Lqinally to the realm"

controlled by the other party and', not recognizable; from

outside,thus it is only with the considerable diffi'­

cUlties,'that the patente'e; alleges and proves, theinfringe~

ment. The patentright',on manufacturing methoq., ,therefore';

actually becomes noininaLifthere q.oesexistany: premises

as prescribed in: the said Article, and then the! other

party is placed with the, burden of proof;!for discldsing

the manufacturing method. (Reasons,III-3)

View of the High'Cour,t

Once the requirement under the provisions of

Article 104 of the Patent Law that the object of the

.'



patented method of the appeallant be ideiihcal to what

the appe~~~~e i~ manuf~d~uringand seil;ng, arid that

the thing was ,nqt publi,OlY known inJ'~p~ILpri(:?J: to,

filing of the patent applicationwerei!.'sserted and'

proven, presumption under thi.s'Ai:-ti.Ol~b~com~,sqperati"e,. .,;-:. -', .:', ,',: :; ",

and in'ord~rto, oV!3rturn,th;s,pr!3sumPtiq~i"thePlll:."'t.Y

being alleged of patent infringement should disclos~

the method they were practicing, ," an<ci assert arid prc>v~
",<'

that their Il)ethod:is:different,from,thepll't.ent!3d!1l~'t.hqg

ancfdoesnot inffingeth.epat~ntfight:

38
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RECENT DEVELOPMENTS AND CHANGES IN SECTION 337
ACTIONS BEFORE THE UNITED STATES INTERNATIONAL

TRADE COMMISSION

The U.S. International Trade Commission (ITC) handles

a wide variety of investigations relating to import trade.

Several of thes;e<ha.ve.; little vor, no; conn ec t·ion wi th intellec tual

property, e. g . ,;'a"n.t·i.durnpin·g ;;;manket:cdi,sruption , countervailing

duty, and agric,u:ltural"prod.uc;t;'ilwestoi;gations. Section 337 of

the Tariff Act empowers ")th;e;"JifC; t;o.;d.nvestigate the harm likely

to be caused to domestic industries by ·unfair methods of

competition or unfair acts'l in the importation of articles into

the United States.

The scope of Section 337 has been held to cover

patent, trademark and copyright infringement, trade secret

misappropriation, false labeling, passing off and predatory

pricing. Initially, about 90% of the Section 337 actions were

patent-based complaints. Howe.ver, in 1982 about one third of

such actions· wereba·s;ed ;onother,gnounds;;and it is estimated

that nonpatent cases may constitute almost half of the 337

actions in 1983.

At the 1980 PIPA conference in Tokyo, Edward Dreyfus

of the Western Ele.c,tr,icCompanYiPneS'ente,d a cOrnp"ei)en~ive paper

enti tled • Patent Litigation ';and Ucens,ing before the U. S.

International Trade Commission." Mr. Dreyfus thoroughly dealt

and procedure, and the remedies available. No effort will be

-.
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made in this-'papertb co'ie'I-" thesanie ,groundE',,:ce-pt' as may be

necessary to explain the recent developments and changes_

The filing of Section 337 actions has increased

greatly in recent years_ This increase seems to be influenced

by recent economic conditions which cause domes~ic companies to

seek relief against foreign competition, and by a growing

realization that it may be more desirable to seek relief from

the ITC as an alternative to filing, suit in the_ courts.

As many pr-ev i ous authors on this subject have pointed

some definite, advantages for the
""", ,

bringing the action (the complainant) along with some

disadvantages. Some imp?rtant advantages are: the ab~lity to

proceed against several parties both foreign and domestic

without concern about juri~diction or venue, the short time in

which, relief can be obt,ined ,(1 to 1 1/2 years), and the

ability to obtain an exclusion order barring the imported goods

from the U.S. Some important disadvantages are: the failure

to obtain damages, and the necessity for the complainant to

prove his case on several issues not present in ordinary patent
->\ •

infringement litigation, e.g., that the patent covers a

domesti c indust,:,y, that the industry is efficiently and

economical;ty operated, and that the industry is being or is

likely to

Some

imported

bearing on these advantages and disadvantages of ITC actions.
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I. MAY GOODS MANUFA.prURED ABROAD ESTABLISH
THE DOMESTIC INDUSTRY?

In the classical action under Section 337, the

complainant is a U.S. company that owns a U.S. patent which

covers goods that complainant is manufacturing and selling in

the U.S. When infringing goods are imported from abroad,

complainant can allege not only a threatened loss of sales and

profits, but also can contend that the jobs of its domestic

manufacturing employees are threatened.

The case o'?certainU1tra-Microt~meFreezing

Attach~ents (referred to hereinafter as Freezing Attachments)

presented a different picture. Complainant was the exclusive

licensee of a patent covering the products' that complainant was

selling in the U.S. Unlike the classical case, however,

complainant's products were being manufactured abroad by

complainant's foreign subsidiary and complainant was importing

them into the U.S. for sale. The evidence showed that

complainant had a plan for the ultimate manufacture of the

patented products in the U.S. However, complainant decided to

await evidence that the products would be well received in the

U.S. before begInning to manufacture domesticai''lY, whether or

not the infringing importation was prevented by the ITC. The

-,

ITC terminated the investigation (i.e., refused complainant the

relief sought) "because there is no definable producing

590
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purview of: ti'le> statute prevented i'from' being e stabLf.s'hadn-.

(emphasi,s addedJ,The ITO relied on the legislative history of

Section 33'7 2 and an early U',S,Covrt of Customs and 'Patent

Appeals (CCPA) case 3 to infer that" "the intent of the ' statute

was ithe protection -o'f domestiC manllfacture of c:joo'ds " .( emphasiis

added),

Morerecently,ti'le ITCconsideredth'e case'ofCeritaieJ',"

Airtight Cast-Iron Stoves 4, (hereinaft,erStoves)'. Jotul, 'a'

Norwegian company, manufactured the stoves abroad and sold ,it hem:

in the U, S, 'throughitsi whol'ly'-owned sUbsidiary Jo:Wl U" S, A, 5

and i tsdisitributo'rs'andretailers' Non,eof>the stoves was'

manufaCtiured'inthe CU. 5,; however,'" iafterarr,iual 'in the'U::S:.

the stoves were warehoused, tested, advertised, :sold,

,installed, s"rui ced , 'repaired Jetc.Jotul (N'orwaiy rand Jbtvl'

U,5. Ao:we,re,complaiha.nts'befbre 'the 'lTCin an aCtioniac:jainst

s ev er-aI i r-esponderrt s i.Jho wer,,' importing stoves primarily frOm

Taiwan, The basis for oompLad nants': action intheITCwas

unfair competitibnahd trademarkiinfringementrather than

patent infringemeht,

The'ITCfblJndthat complainants had established a

"domestic industry"tb be protected bysecition337,despitethe

absence of U.S ,manufactlJreoftheirstoues, The ITC

considered its previous decisibn>in Freezing Attachments and

the'" "'''''l:h''··:legi~lath',e'',Ihl:~l',story

U.S, Congress intended to use a broader term>wheni tusedithe
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Commd s sionercase. A majority of .theIJ;C, ho.w.e.vel"" .disagreed

word s IIdome.s-ci C '-:.i:.ndus try,l\:, inste'adof,:}'"dpm~stdq,',:'manuf,a'c tur e r ..:.',',

The b;roa"de"t7: te.rm".:.uind,us,tr.y,)l:: f nc Lude.s ser9:ice' d ndust r f as ,which

add a significant value to the .pr-odu ct; usd nq Amel"ic"n "labol".,

The fact that one compLad nan t was'afol"eig,n' corporation,andc ,the'

othel'\was,i ts whol1y,",ownedu:S" "S,l-lb,s.ieli"ry. ddd not deprive· ,the

industl"Y fl"om being "domestic" as long as the bulk of the

indust.l".y consists, ofcdomesti'call,yowned.andopel""ted

d'i s t r-dbu t or s: andl"et"ilers employing do,nesti,c uror-k.e rs.,

CiiSe'was .no t appealed.

In :19,82, ,the· 'ITC ·deC'i,dedthJ'ccase of .Cel"tain

Miniatul"e ," Ba.ttel"y'-opel"ated., A1·1 Terl"ain ,Wheeled. Vehicles·6

(hel"einaftel" Toy ,Tl"ucks.) involv,ing,alleged p"tentinfringemen,t

and false designation 'of origin.. The toy. trucks that. weresol.d

in theU. S,by ,co.mplainant. wel"e.all :rn,,, n,ufact ured in. Hon,g. Kong,.,

One ITC.•Cornmissioner.conclucledt,hat c'omplai,na'Tt.".s"c,tivi ties in

the lJ.S. of :designing,,,nd patenting thetl"uckstoge,the"l"wHh

quali ty,contnol"developing and ·mal".Ke,ting, were a .suf f.f ci ent, cU.se

of Amel"ican, Land.. labonand c"pitalofol"; the.,c.reaeion of value

added to compr-f s e a domestic Lndu s t r y as defined in .. the Stoves

Haggal"t, one 'of ,the ·majori ty·, ,e><pness1y ,st"Jed that, in. hen.

opinion the legislativ.ehistony,of Section. 337 ".supponts a

conclusion .that,thea..sbvHies.. performed .. in .. the lJnite.e1 .States

mus

This .case is ·onappeal.
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~~na,Uy.,the, ITf::, r"vie~,ed this,iss,ue agai",i" f::ertain

f::ube puzzles,.7 In, that cas!'. ,cpmplain""t '~Fu:b",pu~,zl!,s,

(Rubi k 's Cube ) were, manufa c tur",d" in, uariou s., o v."r s ea s

locations. f::qmplainant .had. .sp!,nJ,sub~tantial sums von U..S.,

manufactu.redpr,oduc,t.i()n mOlc:lstt)a,t,!,er!'usec:l t.o.maket.he cub"

puzzles abr-oad. f::prppla,in.a"t ..~J"so,erppJ,oy,ed 200 w()r,k!'rs in

quality control, packag~,n,g. r!"p~i.r,,,a,nd design improv!'me,nj: .: ,

commiss ioner H,aggart .• ,this. ti,rpe, yot!'d, with, al)1ajorHy" of two

to findsyfficient ," Pr9(jU~tion"aet~yi:ti,!,:~.pe,rformed.J,n Jbe"

U. S .to estab1i~h" "(j'?:,l'!' s ti.c ~ ndustry,~' . f::0m,mission!'T, ,~t.!,rn

dissented esseriHally disagre.eing.'!'itt) H~.ggart, put. "fUrrpe.d: hf'r,

own finding of a domestic industry in the Stoves case.

The f::ube Puzzles, case s,et ·J)ff an in,j:e,re,sJing, ax chanqe

of letters S between Amba:ssa:do"W:i.iii~~E.~~OCk.U.S. Trade

Representai':i.ve 9 and :itCCchairman ~ifr~d~. '~ckes , Brock's

letter expressed concern about the use of government'resources

to i"v~sngate ca~es not clearly within th~ st.~tut~. noti~g

that sect10n~37 was intended to be "avail~bie to u.s,
. .

producers who are b~:i.ng :injJ~ed. etc." (~mphasis~dd,,'d): The

letier acknowledgedth~ttheT()YTrugksc~~e 1s on a~'peai and

that the f::ourt' of APpeal.s for t.he'Federal. f::ircuit (f::AFC)" will

decide the issue. Srock indicated. however. that the

expenditure of resources in cases which might have to be

should be avoided where possible,
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This exclu~ion order is Ilin rem l l against the goodsviolation

the U. S. Secretary of the Tr-eas ur y and directing that the

Eckes' reply alleged that Brock is suggesting that the

ITC should "investigat"e only the meritorious cases, although

there is no way of deb,rrninirig merit prior to an

investi"gation, He "concluded his reply with the opinion that

the "ITC cannot halt investigations merely because of the

unlikely conti"ngency" that" a recommendation' that mayor' may not

b,e appealed might affect future dec i s Lo'ns.

A "decision from the CAFC on the Toy Truck's case, is

expected soon which should clear up the current controversy, A

more complete "discussion of" this issue appears in an article

wri tten' earl'ier this year by George M, Sirilla, 10

themselves rather than "in pe r-so nam" ~51ainst the __ r e s ponde n t s

Par"graph (el) of Section 337 prov:i,des for tr~

"exclusion of articles from entry" if the ITC finds a

II'o'WHEi\i'WILLA GENERAL HCLuSION
ORDER BE ISSUED?

Suchan or-der- is very valuabl~ to complainant since it is

d I r-ected ag"inst all imported good~ co'!'ing" ~ithin the scope of

the" investigation, whether manufactured or- importe<:i by a

respondent (who ~as " party to the investigation) or so'!'eone

not a party.
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the HCIn the

ports of; entry; who actuallycarr;y ouLthe exc Lu s i on. .order.

pas.sed.On·to·.the District Directors of Customs.at the. U.S.

The purposeof;the',exclusion remedy wast6geLaway
from in personam procedures which United States
busines.s found ..unsatisfactory. Being,' unable in·most·
cases to sue a foreign supplier, a U.S. business
f a ced. with. infringing· products. from. abroad was' forced
to pursue a multiplicity of individual importers. and
if'· a· court enjoined; one; another cou l dobe found· to
take his place .. Thus the exclusion remedy was
conceived .

The nature and.operation of an· exclusion order reveals

• an·.exclusionorder pursuant to subsection (d) of
section 337, preventing importation of
S;-::':i-'::c'--~~'--'--'--'---'--::'co-+.made inac corda nc e..wi t h
claims of U.S. Patent for

,the remaining term of said patent except under license

imported goods be. excluded from entry.. The order is· then

pat",n't:-.based action. As.noted·in Sealed Air Corp. v .•

the value o f an ITC act i on toa complainant,' especially. in'a

U.S.I.T.C., 209 USPQ 469, 486 (CCPA 1981):

typically. phrased:

. Until recently; a general exclusion,otder'was·the

usual remedy in a· pateqt...bas",p.'.ITC ·action. suc h'<an. or-de r-ruias

President indicated disapproval based on the "broad scope of

found a violation and issued a general exclusion order against

importation of infringing products. Upon referral, the

domestic papermaking industry." The President found that the
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burden of, proof imposed -o n o.t.her- foreignmanufacturerS',and

importer's could Cause delays" in customs cLe ar-e.nc e.i.and delivery

and disrupt thedomescticproduct,ion" of paper,andre,strictions

in domestic a'c qu isd tti on of ma'c'hiner~k The President suggested

that an exclusion' order directed only to,theproducts of

respondentsgr anarrowlydr:a",nceas~'and des i's t order wbuld be

appropriate.

The ITC. in r:esponse'to"the,;President's,letter'. issued

a new order'(2' Whi'C~' would apply''Only tocinfringing",headboxes

manufac.tur-ed b'y,KMW, oruany oLits affi'l.ia te companies,', parent

or subsidiary' companies .,017' other related «bus i ness,' entities.

their successors or assigns.

Shortly 'af,ter,itsinew orderiin"Headboxes; the'·ITC. in

its decis·ibn in" Certain Airles sSpray ,', P,umps 13(hereinafter

Spray Pumps). indicated that a complainant seeking a general

ex cIu s a on. order mush prove, both a "widespread pattern of

unauthorized' u-s el,l'of it s::inu ent:i,Qr'l,ii.r1d"Cf:!X',tail'lll bus iness

conditions" 'from which one might reasonably infer that, foreign

manufacturers other than respondents to the investigation may

attempt to enter the U.S. market with infringing articles. The

ITC thereafter listed three types of evidence indicating "a

widespread pattern of unauthorized use" and five types of

I'business conditions 1' referred to above.

exclusion order might have a "chilling effect" on foreign
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trade. It.wa~pointed ou t that'\customs officials burdened

wi th,massiyeWorkloads" may be.unableto perform accurately the.

complex analy~i~necessarytodetermineinfringement. In such

cases a customs official. when in doubt, might decide to

exclude the articles and ~hift the burden to the importer to

appeal their exclusion. Thds. may' be'aslow;· costly and

uncertain process.

It is of interest to note that the ITC issued a

limited exclusion order in C~rtain Silica-Coated Lead Chromate

Pigments l" barring infringing "pigments manufactured by

Toho ... or any of its affiliated companies .... " The ITC noted

that U.S. Customs had expressed reservations concerning the

enforceability of the limited exclusion order and had contended

it would be virtually impossible for it to enforce it on any

~hipment~ other than those specifically identifying the

manufacturer named in the order. The ITC recognized Customs'

difficulties but found the scope of definition necessary to

prevent the order being circumvented.

The ITC ha~ placed on complainant the burden of

proving his need for a broad general exclusion order. This i~

not an insurmountable task, however. as can be seen in Certain

Methods for Extruding Plastic Tubing. 1~ In that case the ITC

granted a general exclusion order finding that complainant had

case.
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The 'foregoing s e ctrons deal with reCent decision's

which' aff'e ct: the jurisdiction' of' the ITC'and its remedies under-

Section, 337. Other' changes have' also taken' place ret.e'ntly

which have a bearing on' Section 337 cases in the ITt.

lIT.. REVIEW' OF'SECTION,> 337' ACTIONS
BY THE COMMISSION

An investigation under Section 337 is initially

assigned to an administrative law judge (ALJ). The ALJ handles

all aspects of the investigation in the pretrial phase and

presides over a full trial of the case where evidence is

formally presented and the testimony of witnesses i taken. In

short, the ALJ handles the case in the same way that a federal

district court judge handles an infringement action.

In investigations initiated prior to June 10, 1982,

the ALJ at the end of the trial issued a Recommended

Determination. That determination was automatically reviewed

by the full Commission which received new briefs and oral

arguments from the parties and held a hearing on the matter.

The Commission then issued its own decision which was the

decision of the ITC in the investigation. The Commission often

overruled the Recommended Determination of the ALJ not only on

trade issues such as domestic industry, injury, etc., but also

involved.
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Effec,t.:i,ve Ju~e1Q.,J982,Secti"n 337 Lnv e s t dqa t aon s

ar-e no l(wg~r; ,!,ut"matic,!,ll¥. r~view~dbyth,e,full ccmmt s s fon ,

Und.er the new r;ules (l9CF;R21Q,53 to 210 ;56) the ~LJ.after

trial shall issue an Initial DeterllJination whi,c,h shall become

rev"ieL;J ther.e of

Any par;ty m,!,y,petit;:i,,,n .the ,Commissi,,,nf,,ra r,eview of

the A.LJ:,s initial; <ietermJna,tio.n by Ai:l.e Commissi"n', Ti:le

petition, however, must allege that

(A) a,£dnding PI', CPJ1.clusiqn; of"mater;ia1, fa~,tis

(6), ,a, ,legal 'cpn,~J.usi"n ,i,serroneo,us;" without

"gover,n,ing,pre,cede'lt;,,;I':',ule, ,on ;l,aw. "or,~o,ns;t,i"tutes ,<;

an,abus"e; ofedi scretipn;, ,or,'

(C) the determination is one affecting Co""l1i',ssi"n

policy.

In addi tion. the commis s i on I"ay'",,", its ownmotionl':'eview the

Initial Determination.

The main reason for the rule change was to enable the

commissioners to avoid review of the many cases that are

uncont~st:~d or contested wit:h only token response. Inquiry

with the HC staff. however, reveai~'d that the Commhsion is

refusing review to a greater extent'~han ~xpected,'especia1'Iy

commissioner to grant review. This may in part be due to the
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fact thatllntil very recently there were only three

commissioners on the CommiSsion (out of 'siX e ut ho r-dze d by

law). The"presende of~a ~ully staffidd6mmiision'~ay"inC~eas~

the freqll"nd)/ "of review' s omeuihe'f

Most obs e r uer-s vof ITCdecisions beli"ve that the ITt

has gained the reputation of being more inclined to ~indoi ~!S.

patent, valid than 'most federal' district c'our'tj ud qe s . It

remains to be se"n'wheth"r,' thatr'eputati'on'l.Jill be affected by

less Commission review.

In Jany event, 'the 'rule chan'ge enhanCes't'he importance

of the Initial Determination by the"AI?J'j:Curr"ntly, the ITC

has two ALJ'iS : Chief 'Judge Donald 'K.' DU\laH Ja'rid'Judge ''Janet D.

Saxon :"Repbrtedly ,"s'ever'al' r''''cenT Ca'ses'ar,,' being assigned to

Judge John J . Mathias, anALJwh() 'has :beeH withth'", Federal

IV,. NEW FACES ON THE: COMMTSSION AND
ITS REVIEWING COURT

The ITC is made up of six commissioners, each

appointed for a term of nine years. Vacancies and the time

taken by the U.S. Senate to confirm new appointees has brought

about a situation in recent years where the Commission has been

operating at times with just three commissioners, only one

-.

havi io

writing, there are four commissioners: Alfred E. Eckes,
" -f-
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Chairmari; PaulacStern, Veronica,A" Haggart, 'and SeeleyG.

t.oduric k , Biographical data on;eac.his·provided cat t.he end of

this paper.

Decisions of the ITC'formerly were;appealaQle to the

United'. Sta.tes Court of Customs and Patent Appeals;;(CCPA) , The.

CCPA was a five j udgecourtthat heard.appeal s from. the .. Patent

and Trademark Office (PTO). the .. ITC and the ..U.S; CU,stoms.

Court. All'five'judg.s sat on every,appe,l"

Effective; October;. 1; 1982,.; the CCPA) and the;.Uni.ted

States Court of Claims were aboLf s he drand a new United States;.

Court of Appeals for the Federal Circuit (CAFC) was formed.

The twelve judges from the CCPA and the Court of Claims form

the bench for the new court. The CAFC has jurisdiction Over

all the matters the CCPA and the Court of Claims had plus

exclusive jurisdiction to hear appeals relating to patents from

all federal district courts. Present indications are that the

CAFC is extremely busy.

The CAFC ordinarily sits in panels of three judges.

Since only five of the twelve jUdges are former CCPA judges,

the chances are that any panel hearing an ITC appeal will have

a minority of former CCPA judges.

There is no good indication that the "new faces" on

the CAFC will cause any distinct change in law affecting

Se cases.

among many practitioners of being a court that might be
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reputation remains to be seen.

One membervof ,the ITC s'taffpointed;ouLthat' the

jUd9~s ofr~hiOcAFt'who were former Courtobf Claims'judges' used

to spend' aH their time,hearing complaints'agains t the U. S.;.

Governmentand"frequently had to decide cases"against'iL Wit,h,

that background they mightrlbe'less likely thant'h",average

perSbrf"tb;'fee'l'tha'tf;th'e "Government! is always cor-r-ec t, IJJh,ether in

grantingjapatent'br,in administering acontractr,:

somewhat more likely,;to find a patent'va'lid thana,ofederal

dist~ict' toOrt. Wheth&r;then&wCAFC will alsorlhaveothis

- 15 -

602



- 16 ''-

.BIOGRA PHICAL 'DATA OF ITC COMMISSIONERS:

Alfred E Y Eckes,,; Cha,frman

AlFred CEckes was· sworn in' for a 'term of nine years

as amemb'er of .the United<Sta'tes Inte'rnational .t r-ade .Commdssio'n,

on September"Zl, 1981. The' t.er-m will.e:xpire,on June· 16, 19.9.0., .:,,:'

He was designated Chairman by President RonaldsReagan jon

June 17, 1982" fcir'the·,two-y.ear .term'expiring:JuneJ6,..·r .'198'1,. .

'Ai ;residentoP Alex.andri'a,U·irginia, Chairman <Eckes -a s. •.

a practicing .ecorromd c histo,-r.i~tn .and >a:'·f,or,m'e,r eX'ecut~tv:e" d,ir'e,ctQr'

of the House Republican', Co nfe r-enc e.s He began .hislegisl.ative

experien'ce;'as,a'r':esearch assistant to .Represen.tative, Samuel L.

Devine of ,6hio's<12th district. He ·se.rved:as'.the :director o·f· ..."

theH.ouse Republ.icariC"nference from' July L979 to March: 198.1.

Bes'icles"serviceat the. congressional level;' ECkes'

experi'enc" With the Federal Governmentextenclstothe·

Department of Slate,. Between 1966 and 1969' he was"a!Foreig l1

Service Reserve Officer.

A former resident of: ColumbUS ,Ohio;, ,;Eckes was,from

1969 to 1978,a professor in the Department of History at Ohio

State University where he bec'!me;a 'tenUTed faculty member. In

1977 he began a two-year as.s d qnme nt; as editor ofthee.ditorial

page for The Columbus Dispatch.

Born on

Eckes directed his educatiOn toward his specialty ar.ea .of
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recent U.S. histciry 'iii inter"afillna1tradeandec6.t16mic

relations. In 1964 he graduated magna cum laude from

Washington and Lee Universi:tywithaLB.A'inhistory and

economics. 'In 1'964 and 196!'>· Eckes held a Fulbright FelTowship

ininternationa1.economi'cs at Christo':s College,'Universit:lrof

Cambridge. 'Hecontinued:his :study at· the Fl.e·tcher SchooTof

Law and Dip10macyae Tufts University .: where he received an

M. A. iniriternatiolial·.relations in 1.966. In 1969 Eckes

completedhis.Ph.D.'in Americ:an history at the University of

TeKasat 'Aus:tin:' 'H,isdiSsertation :t'opic was ":Br.ettOn

Woods~-America"s New Deal: for an Open. Wor.ld."

Chairman Eckes' .publications-include: .The. United·

State's and, the Global"Stru9g'1e 'for Minerals; ·A Search for

Solvency:' Bretton Woods and'· 'the Int'ernational Monetary System:,

1941-1971;' A' History of Pr·esidentia1 Elections: From George

Washington to Jimmy Carter.; American Conservatism from Hoover

to NiKon; "American His.tory Textbooks 'and the N.ew Issues of

Trade, Payments and Raw Materials;" and "Open Door Expansionism

Reconsidered:, the World War ILoExperienc'e. "0:

Paula Stern

l'au1aStern, senior United ;States International Trade

Commissioner, was sworn in for a terf!l, __ ()f:"~_~_~.13,-:,)';~ __c~T,s,,_'on

Raised and'educated( pubI ic' schools) in Memphis,

Tennessee, Dr. Stern received her B.A. from Goucher College
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(1967); an M·.A. in regional s.tud I es fr:omHar:vard University

(1969):; an M.A. (l97g),':1.~;.L;D;.;.(1970) il8d -, Rh.P. 0976) in

international affa;i.r.s fr:om;the .Fletch~r .s e nool, of., Law and

Diplomacy

Dr. Stern served as a legiSlative assistant to senat or­

Gaylord Nelson (D~Wis.) from 1972to.~Q74. Fl"pm.19?5 to.1976

she was a gU~stsc\'lolar. attheBroo~.i89sIns.t:itutiQ,1'l, work;i.ng

on a manuscript; pul:J.lis\'l~d ill .. 19?9.by; Gre~m"'Qod Press. ul1P~rthe

title, water.'s.Edge: Domestic Politi.cs.andthe Making of

Ameri can Foreign Policy.. In; lQ76.she ",,,S, s~8: Pi"! l.~9;i.s;filtive

a s s i s.. ant to. !lena tor. N~lspn, and also' serve.p.as.;;", l'oliFY,

analyst on mat t er-s relateptothe Stat~ D~l'art:.ll1en;t.:f'?rthe

Carter7Mond;ille Transi.tion Team.. From. De.cemb.erl,977to gctober:

1978 she was an internationalilffairs f~llow;with th~,Council

on Foreign· Relations. She .servedon. t.he,Board; of -, Dir:e,ctors of

theln·ter~American;Foundation, an indep~l1c!en,tgover:nll1~n,t,

cor-poret Lon ",hi.ch s upport s. and. stimulates social .change in

Latin America and theGar:ibb~an; i.n 19BO~19,81.

Dr. Stern is th~. aut,hor:Pf numer-ous article.s 08:

domestic affairs; ;international trade, fore;i..gn l'Plic;y,

inclUding Middle Easta.nd Soviet;issues, anc!.t,hewomen's

movement. Her experience overseas includes travel to Israel

and the Arab World. S.he reportedfr.om th~. Middle Eas.t and

Patterson Founda.tionAward . !lhe is. a biograp\'l,~~ in a number.. of

publications referencing women in government and politics.
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Veronica A. Haggart

veroniCa A. Haggart, of Washington; [j:t., was sWorn in

on March 23',1982, a~a'm~mber of the 'United Slates

International Trade Commission. Her term expires on June 16~"

1984.

Bifo~~"be~o~ing a ~ember of the Commission,

commisSiOner Haggart' was as'enior 'partner in the law firm of

Heron, Haggart, Ford' BLirchette& Ruckl,rt! in Wa'shington; D,C.

She speciahZeiji'nad~ihiStratiuelaw and> 1:l tigation asU:hey

relate to interr1at:l'onal trade;\nd 'agri~ulture.' 'Her

internatioHa1! 'tra!i1e"'prattice has inuolu'ed" ~xi:ensiue' work With

the GATT; sec'HoH'3b1~as~s; the Generalized systeih of!

Pref,.rhcE!'s ;!and' ',,;\rious bilateral trade is s ue s i nuol uihg'such'
.

matter< !as tariffs and licensing practices!

1',-'1'o;.'to' farti ng her 'own firm ,CommiSsionerHaggart

was a s s o c t ated w:i'fH the'Washihgton law firm of 'Pope, Ballarif&

Loos. In 1977 and 1978, comma'ss doner- Haggart was law, cl'erk' to

the Honorable June L. Green', U. S. DistricFCourt for the

District cif Columbia. 'pddr to her' 'clerksHip with.Judge Green,

Commissioner Haggart'wa' 'a law clerk with the Washington firm

of Cole, Corette & Bradfield and with the U.S. Department of

Justice.

from 1973 to 1975, Commi'sioner·Haggartgained

an Assi'shr1t !seheYah of Agriculture. AFtheDepartmenFof
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Agri cuI tur,e:. 's he" .con tr,i buted to ,the ..\,g~n,c Yi.sinJe.r,n,a tionaJ

trade and consumer services programs, She has also served as,

Special, Assisj:;onj:to tt,e, D.eputy,:. United ~tate.s Trade"

Representative;

Commi:"s s--i9ne,·r· Jiagga rt ;W,as.:bi),rp in :~J,n¢oJ.n,~,Nebra.sk.a_,!.iji;

1949'and,greW ,up:in,SL,Paul, r,Jebr,aska, She received.her B,A,

f riom theUniuersi,ty of Nebr,ask,aand .her J .D, from Geop,getown

urri c e r sd ty:.. Law,' .c:e,n,t-e:r:·~ LlIh,~re,:> she i:sgrv,ed a s.. ~Jl>,~dito,r"o-nthe

American' ,Criminal '..LaW: Kev'iew;, 'Commis,sioner, I-t,aggart"is ;o,dmi tted

to. 'pract'ice, 'in.' the, Distric.tpf coIumbaa and befor-e. t he. Courtpf

Cla'ims She, is, 'amember"o.f :l:he,D:istr'ict of· Cp],!Jmbia ,Bar

Association'; theB,ar, ASS9ciati,O,n9ftbe,Qis,tric,t" of: coIumb t e.;

the Federal Bar Association6:the,Woll\en',S Bar As,soc;,\,tipn, ,,\,nd,

the Americ'an B.ar Associaj:i.o.n. Comll\issioner,i-taggart: ies: the

co~author"ofthe,secti:on<onth.e .office, of.:the,l,lnit~p.~tates

Trade Repres:entativein,the Fed.eral,<~d,mini.str,ativePr-a c t.d ce

manual .soonto be published by ,the ,Administrative ,Law Sec,t,ion

of:the Bar: 'Asso.cia·t'ion :9fthe, District .c.f Co Lumba a., Sne

currently serves as chairman of the Agriculture,Co,mllli,ttee, of

the ABA Administrative: LawSecti:9n.

Seeley G, Lodwick

Seeley G, Lodwick was sworn in on August 12, 1983 as a

the term expiring December 16, 1991, A Republican, Lodwick was
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confirmed by'theC' 6"ited Sfahs Senate 0" Thur"sday, Augusct 4,

1983';

LodwicCk serveiFa~ undel"secr'etary" of Agriculture" for

International Affairs and Commodity Programs in 1981~1982~

Previously. he was'Iowa Admini'str'ator (orC, Senator ROger' Jepsen

in 1979-1980" He served as a state Senator in" IoWa cfor" seven

years. LCod",JickalSo has held thepositio"s of secretary to the

Commodify Credit Corporation and Assotia'te Administrator of the,

Uis. Depa'rtinent bf'A'griciHture's' Agricultur'alStabilizationand

Con'ser(/a'tJ.o"n' Se'rui'i:e"; ;~He -als'a: served as dtre:ctor> 0'(; government

relations 'i"'tlfii"washi",,gton office 'of the Amer,icanFal"in 8ureau

Federation. He has farinc"d"a"d managed' livestock and grain, and

farm supply and cgl"ain 'elevator busanes's'es.;.

LodiJJick'ser'vedas a'1TeLitenant in the 'First cMarine>

Division' 'dJrih'g'WorldWar" IL He 'i's' amemb'el"'ofthCe Iowa Farm

Bureau','Ame'r{cah :Sdybea'n"; A'-s"s'oci'a-ti'o'n\ TowaCo'rnGrbwers:

AssociatiOn ,Soil conservafionsocietyofAmerica, Society 'of,'

American Fa'rm Managers; Society'o'f Agricul turalcConsul tants"acnd

Rotary International

Lodwick was born on October 19, 1920rn Evanston

Illinois and is a graduate of Iowa State University.
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FOOTNOTES

1. Inuestigation No. 337-TA-I0, USITC Publication 771.

2. 62 Cong.Rec. 4638, 4648~.

3. Frischer & Co. u. Bakelite Corp., 39 F.2d 247 (CCPA 1930).

4. 337aTA~69; 215 USPQ<963 (USITC 1980).

5. Ori~-i.hallY, fh~sl'a~i-i.pal. US disl:ribUf()r was al'JS:'o~ned
company .'Kristia. Before the case'was<ouer ,Kristia uras..
~cgu~redby Jotul (Nor"!,,y) and renamed. Jotu1 U.S.A.

6.

7.

337-TA-122,

337-TA-112,

USPQ __ (USITC 1982).

USPQ __ (tJsl:r2 1983).

8. BNA's.P~.~ent,.. Trademarkand CopYSigOtJe>urp,al,. Vol. 25,.
~aje .7~ (April 7, 1983)~.

9. Se~tion337(g) p,...ouides.for re.fer,...a.1,of He decisions .te>
the President who may indicate disapproual within a 60-day

: period; I"fatt, tho se" functions are' normalJJy>carried out
foS ~he p,...es~~en~by. his US}rage Repr~.sentatiu.e.

10. 'J. pat .. Off·.Soc. ,Vol. 65) No. I, pp , 46-60 (Jan. 19B3) .

11. 33~-T~"'82, 2i~ USI'Q;'ll (tJSl:rCI981).

12. 337-TA-82A, USITC publication 1197 (Nou .. 1981).

13. 337-TA-90; 216 USPQ 465, 473 (USITC 1981).

14. 337-TA-120, USITC Publication 1374 (April 1983).

15. 337-TA-I10, 218 USPQ 348. 356 (USITC 1982).
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ABSTRACT OF F. A. PAINT IN PAPER

FOR PIPA COMMITTEE #4

An increase has t.a ken p l ace in, regeI1t yea r s> Ln. t.he .

number of conpl a i.rrt s made to the \J. S. International.Trade

Cornrnission(I'rC) under. Sectipn 337 based on un f a i r met.nods or

acts in the iIllpo~tationdfa.rticles intb the U.S. While 'patent­

based complaints pxedomi.nate., there is;;:aZ:L;increase in actions

based on other groun9?3,o, SUf?j~t~,=,~ __~ 7,8Q0r~~~rsy ~XtS~T 9I? the
ITC as to whether and to what extent goods manufactured abroad

can cd~:~tit'i:it.e-t'he :'-';dornestl.c'i Indu'sfr¥i' ~r6tect~d" 'fr6I!t": unf~;ir
imports. Recently, it has become more difficult for a domestic

in.s1u~tx.Y' 'tb~; '9)?:~;iii~":~ 9~~~~~I,;}~'}{c:Lu$-4<?!] o±-deLr;-;; dir~~t~a:' to- arl

inf:dnging ·goo¢lS regardless Of.or:i,gin.. . New pxocedure s. byq'c

make the detEd.-kI'fdt.i16n-'of':;:'th~':·adrnihisffat.fv~;'::ia~·judge: less'-;

likely. rtO:';-p,e nev.i.ewed.i by the en t Lr'e commi s s Lon , ,Ne\ol'i::f~c~~ on

the ITC and its reviewing cpurtc01.lld ",ffecj:: tJ:-e future course

of ITC decisions.
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"THE AVERAGE LITIGANT IS OVERDISCOVERED,

OVERINTERROGATORIED AND OVERDEPOSED. AS A RESULT,

HE IS OVERCHARGED, OVEREXPENSED AND OVERWROUGHT."

JUdge Ruggero J. Aldisert

"INSTEAD OF APPEALING TO A COURT DIRECTLY, OTHER

EFFECTIVE PROCESSINGS, ORGANIZATIONS FOR

SETTLEMENT OR PROCEDURES SHOULD BE ATTEMPTE~

FIRST, AND, APPEAL TC A COURT SHOULD BE LIMITED TO

THOSE CASES FOR WHICH THE ONLY POSSIBLE SETTLE~E~,

IS CONSIDERED TC BE THROUGH THE COURT, THUS

RATIONALIZING THE BURDF;N OF THE COURTS."

Judge Haruo Nakamura
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I. INTRQDUCTION

Public Law 97-247, known as the PTa (Patent,&'

Trademark Office) Fee Bill, was enacted August 27, 1982 and

became effecti",eF~bruary27,1983~.' While~he Bill creates

a new fee structllt"e fqt" ,patel)ts and trade!"arks,a,very

signif,i,c"ntpaSsage at the endct"eates " new sect i on of the

U. S .P"t,entCode, (35,U.,S,. C"294 ) relating t<;> arbitration of

disP!ltesco.nc~rning validity or il)fringem!,nt. N<;>t ,onlydo,e"

th i,s ,section, sU,ffer ,a ,lack,of ,identity Iorbe,ing .an ,,,dden!ljl,,m

to unrelated, matter',but it is aj:lar"dox th"t p"ss"ge of

this arbitrat~on provi,sio,,}",asrequiredilj the, ,first .p Le.ca.;

When ,,one ,consid,ers,that ,pa,te"t,,,, rela te to, cornrnerce

and we already have "chapter in the p,. S., Code permi,tt.ing

a r b i.t re t ion of Jnatt;er,S, of comjner c..e r. ..wh,en one cons ide r.s that

a r bitr.a.tion of patent disputes has, the endorsement "and

support of the Commiss ioner,of Patents and Trademarks "the

Department of~ommer,ce, (underwhi,chThe PateQLQff ice ,),ies ),

the Department of Justice, the, American Bar Associati,on ',s

Section on Patent, Trademarlt a"d,CoPHight Law"and the

support of numerous, .member s, of the ,pt"iyatesector; and when

one considers,t,hattheconcept qfarbitration is endorsed by

the Chief Justice of tl)e ,U.S.,Sjlpremec9Ilrtas" means to

1983 anew"actof~ongress is required to P!'rmit arbitration

of displlte"il)volYing, y"l~ditY or in~ringement.

-1-
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In this paper we will consider the need for this

new section of the U.S. Code; we will revisit conciliation,

particularly the PIPA ccllld.iLit:l.C>I'iSystem; and we will

discuss and compare the merits of arbitration and

conciliatt6'n.

II. WHY THE NEED ~FOR 35 U.S.C. 2947

'There '{s{/' 'hf "'d6urse,;rioEhi.'M'g ne'wab'out arbitratIon

in 'l'}·i'e tJ".S'~'I'nbi is" it: ne\,,'>;"in::'the"U ~:'S:. to- ci'i'bit.r'a'te'ce'rtain

disputes pertaining to patents. Arbit'r~tion in fact goes

back"'a long w'ay in both Japan and the U.S, In Japan I under­

stand' arbitrati'on to be set forth in the Code of Civil Pro­

cedure'. In the u', 5, arb'i trat ion is currently' prov ided for

gene'rally by Title 9 of the U.S. Code, enacted in 1947.

lri'c1Lided::"':' in> i fs' ":'pfOv fs'io'ris",:are,'seCf'f8ris ':a'e:al'fn:g ;:"'ft.h

arbi te~ti.'dh bi rrr'a;f"t'ers 0'£ -"'c'dmmerce' ''be''tw'een:the' st a tes or

wi th :fore'i'gh "n:a't'io-n:~;. A"provisi6n inariy"'contra'ct invblvT:n~

commerce that fut'ure disputes are to be settled by arbi tra­

tion is stated in Title 9 to be valid, irrevocable and

enforceabI'e , un les's""grourids""ex i'st':::at law 'or "in'-equi tyfor

revoca ffdrl;"

Some patent matters' relating more personally to

the disputants have already been held to 'be subject to

arbi t-rci't i6ri.-'For\;example", :i'l fc'ensincj'tssues such i as

ownei'ship"'ot an :'::inventfonor'i!Ccoont'ing i s sue's' ;:a're:;'bf\>~n

The roof 'of the problem necessftatingfhe new

enactment lies iilfheprevailifl'3 v iewbyfheCourts
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in the U.S. th."t. compe t.Lt Lon should not be repressed by

worthless patents. In essence, the Courts have held, this

concern to protect thepubli", tr"nscends the rights of

Lnd.i v Ldua I disputants~n matters affecting ·the. vaHdity of

patents..as distinguished from personal matters Anvo:lving

licensing. and, which have little. or no, effect on others.

While I don' t w"nt to take ·the time to make a

whole treatise on the subject, reference to.a few. court

decisions will Ilelpyo,u., tounde.rstandthe., ne.ed.for the new

patent" ac t.,

In the. 1930"ZJpcaseJ,tlleqefe,ndant,.to"n

infringement suit brouqht. a, motron under .the ArbJtr.",tion Act.

mentioned earlier tha.t.the pl'0ceedingsbe.s.tayedperdJng

between the two parties calling for ·al'bitl'a,tion., of v"J}dity

and infrin'le.me,nt. 'l'he}lrbAtr;lt.ior: ,Act sp,ec:ifipaUy: empowers

the CourL,.to,s,tay· the. tri"l,until: aF:bi.t,ration hasbeenl)arl,

In deny·i:ng.; ..,t:he motion:, .the Court.h,eld .th,at ;the d.e,termination

of .tb~,: vi;3,lid-i,t,Y' or, An-fr,-inq.em~~"t':·_9~::a., .pa tent A,s ,a :·m,a.t ~e,r: _"t;ha;:.

is inherently·. unsuited f:or, a rbi,t r"t.ion,,,ndeven ,th0I.l':1Il"the,

part ies had previously agreed to arbi trate these que s.t.i.oris.,

of the Arbi tr",tion;Statute •.

In the Beckman case 2, the Court of Appeals, J:>elcJ

that questions of patent validity are inappropriate for

1. The Zip Marfufacturirig Company: and The'Z ipAbrasive
Company v.The :Pep Manufacturing. Company" (1930"D.C. I?eJ:.),
7 USPQ 62.
2. Beckman Instruments, Inc. v. Technical Developments
Corp. (1965, C.A. 7th Cir.), 167 USPQ 10

-3-
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arbitration;' Spe'cifically, a>demancFby one-of the parties

f ora:rb~l trati'c:m,::,"\rhde-t,~t-he te'rms Of: :an::'ag:reeme-td:'; between::t:hem

was denied by ,the Court; r n<sc hblding, the Court relied"

upon the) Lear case 3 wherein 'the UJ.s. supreme Court· stated:

"The complex prirlciples ofJpatehtTaw '",hich'a court must

considerahdapply)wheh deciding is'sues of valid it,,... and

infringement, affect irnportahtquestfions'oF pu bli cpoli cy

and public rights. ".

I menffOh these'twb>'c:a"s'e's 'bec'a-'iJse,:·:"t:hey':we"ie'

specifically cited by the Report of the Committee onithe

Judiciary -6f-t.he:H'bu's'e:6f 'Repre's~'e-r{t~a(ives;>::ln-:'it.s expLana.t ion

of 'thepurposeoffhe BilL . [For' those interested 'in

know i n'g.ithe':'-le'gi'sla:'t i~j:'e':h-fs'-tot~i; ibC: at1enact:-meht·, 'the

passages"'relevant -to: the 'Arbifrai:'fO'n p-rh~/-rs.i'6n"':' a r e

reprocluceir in' APPENDIX A.]

To s'umm':~rl"ie-:,-pr"tor to -the:hew":-bii 1L,,'e,\"'en: ,t-h00gh

somea.;;p'e'ct-'s -'of d'fs'pu':tes:ari s-\fn\;f unde rvpa.ten t:''licce'nse 's:had

previouslybe~n held enforceable bytt"ie courts, disputes

in voIv fn'g: va'I fa i 'tybr in'£ r'i ngemeh't"were-: ','riol • T'hi-s' was', true

even-thoughb'othpartieshadp'reviousTy "i;freed "in writing· to

a r b i tzatLon,

Before' con s i de'rf nq the" newiirbFtr:atT6n provision

along with its meri t s ,Jet's take anb't:-h€{r"-lbok-' ':at

conciliation.

-4-



111. 'CONCILIATION, REVISITED

SOllie eight years priClr to enactment of the new'

arbi tration section, PIPA members recognized the need

for somealtern.ative to the harrowing eXt'ense, time 'and

effort of litigating in the Courts.

In197SPIPil. >published theruies and

regulations of the conciliation syste'l1\ '~hich·arefe!,'rbduced

in APPENDIX BOt 'this pape~. Thi.s,;,as repor1:edjoirftly by

Dr. Newman and Mr. T. Teshillla at the6thPIPACongress in

• 7 s4.

Brief iy ,this cClnCi liation 'prClceilureisava fl:a'tH"

on a vc>lunt'arYI:>a'sis if' just on.e party to'thedispdte is a

resident or national of efther Japan. or the Uni.tedlltatesi

Such a party seeking the conciliation procedure simply

writes to1:heSecretary Clf either'the Japanese or Amei'i:can

PIPA group. PIPAhas t:heobligatiClnClfmaintaining" pan<!l

of at lest ten possible conc i Li e t.o r s jr expe r t s in 'various

aspects of indLlstrialproperty.llowe""r, the parties to the

procedure need not select alllE!mber of this panel, but; may

instead agree upon sOllie Cl1:her conciliator. While a 30~day

limit to the cClnci.li8tionprocess issuggested,the parties

may agree to extend it.

The basic principles followed in promLllgating the

Rules and RegGlation.s for the conciliation procedure 'were

stated to be e

4. Present tions,Sixth Intern.ational Congress (197S)
pp37S... 83, (English VersiOn)

-5-
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1. A proceg~re, ",h iC.11 is .. !3imple to . invoke, ye t

carries eno"ghformalit", for the parties and the conc i Li a t o r

to proceed .el,pedi t Lou s Ly,

.2. A prClce/'l\lre. that is non-;bindipg, .. al)d .thus.

encourages participation •

. 3. 1gei.therpaIty is penalized if the dispute is

not fsettled.by .concUia.tic:>,,~

, ,4.. .TI1.. reare sP"cHic rules. to pr'o t.ect

propr I .. tarXfl)cl. ce:>'1Hde'}t;i'1:t; iI)F0P"~ t,ie:>'}'

5. The procedure is open to non-members as well

as lJl..mgersClf.I,'I 1'11, tQ9;')le;, t the prCl~d.. s t,poss ib,leva 1ue .

,It,;,s ,';'lJlF!C)rt.~nt to"ung.. r s t and a nd. there,f"re worth

repea tJI}9 th~.t tl1e C;o,?ci:t i at ~o,'} pr"C;e!; s is .. '}ti r e ly

voluntary so tha,t "b9tl1.part~"!3 TU!3t, ag<;.... te:> it) a'}" t.he

procedur... ; is '}8n~p~l)cl~,}9 !3Cl,' thill; ;,~ settlement is.not

reac;h.eg" .. i tl1..r "r ,p",thpartie!; ..may seek other available

remedi .. s to , settle the d i spute,

.AHI1"89I1the intri9uing coneept of conc iLf a tLon is.

not nove 1 ,'tP ~!1::r~,F 'c::~,uO tI')" 'I-.,un.¢!ers t,aryd it, tq bE;.,J;nuc.ll, ,J:l)?,r::~

common in JCiPa,n ""'her~;.it,:,was, Ln.t r odu cedie Lmost _si~JY, Y,eax,~

ago, 'lnd, provide d . forpyJh... C,iyp Conei 1 i a t ;'OP,Jl,ct.

[Actually, it is my understanding that a sY$tem of concilia-
. ".

in 1884,. th .. )]th ,ye"r of the l1.. iji era' It was abandoned in

1890 at the time of the establishment of the Code of C~v;,l

the civi,l.di!3put.. s in Jap~nto be! settle g 9Y conc i Li at, on,

it does not appear to be used e>x't~'h'sl:~eiy-''in theIL S'~ n .

-6-



d ispul1es. inv"l \(j.I)9. industrill~ pr"l,>erw. Neve,rthdess • it is

well estaQlished 1n,otherle9almat,ters,. e.9. labor

disputes •.

It seems clear that the concept ofcOl)ciliation

dema'1ds the free.willof .t,he involved parties if se.ttlement

is to be reached. Since it is a,nc>n7Qindin9I,>rpcedure, .the

success of conciliation depends entirely on the 900d wi)LOf

the. parties, If they are sInce re Iy intereste,d in r e s o Iv i nq

the,ir .differences and are notemptionallyor philospphically

an t aqon Ls t Lc, thel,>rocedure has. an excellent chance .of

resolv in9 the issues thrOU9h an i!)fp,mal, open i uns tryctured

e xcbanqe of"v ie'1~_.

Before"movin9 on ,to, the next tol,>j.c, pe rh aps I

shou ld note ce,tain.aspects of the, PIPA conc i Li e t i on ..

procedu,ewhich illu.strate how paLns t ak.Inq Ly. the rules were

drafted to . encourage t.he use Of th.ispr".cedllre.•

Since the conc i Li a to r s play:a,- 1Tlr?~t,: i.mpor t e n t roIe,

the method of selecting t hem is, in turn, e x t r eme l y

important. It is critical that the conciliato~have the

trust of all the parties. If this ,trust is lacldng, it. is

not likelY that th" disput"nts will agree to suggestions

p r opos edvby the conciliator, In the PIPA Conciliation

System, un Lik e other typical svstems wherei!) some aqe ncy

appoints the conciliators, the disputant.s choose the.

conciliators wholly of their o"n fr.ee ,will.

apprehension that may befe It. by the pa rties should

COl)cili"tion f ai I and" lawsuit then appear likely, A

-7-
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and intelligent alternative to lit'igation, I must note sadly

that it doesl'lot seem to have ever been used by PIPA membe r s:

having patent disputes.
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The foregoing comments concerning conciliation are

in the nature of review sununariz ing what has already been

presented to PIPAmernbers. 5

While I had intended initially to restrict this

paper only to the topic of arbitratfon,Tl'lave~again invited

your attention to conciliation because the two alternatives

should be considered concurrently. Perhaps in some way the

arbitration act will also spur the use of conciliation as an

alternative to lengthy litigation.

Letts move on now to the alternative of

arbi tration.

IV. THE NEW ACT, 35 U.S.C. 294

With the enactment of 35 U.S.C. 294, a new era in

the resolution of patent-related disputes has been said to

have dawned.

When he signed the Bill into law, President Reagan

stated:

" ••. A rnajor cleterrarit to us ing the patent

system, especially ..by small businesses and

independ,entinven,tion,s, ,is J:he .in.or:di,na te ly
i.: '. ". ;.. --. .' .... '; .'. .' ..'.' ..... ,.'. " ..

high cost of patent litigation. This bill

"Jthori,,~svolunt"r'yarbitration of patent

validity and infringement disputes. ·This

5; Present'at'ions, Sixth International Congress '(1975):,
pp 375-383, supra; 7th International Congress (1976),
pp344-,356;and 9th International Congress (1978) ,pp
325-336.

-9-

621



622

will not only improve the patent system and

encourage innovation, but will help relieve

the burden on the Federal Courts."6

35 U.S.C. 294, reprodu~ed in APPENDIX C has five

paragraphs.

"-=====:-;(,,a:...<.,) contains the main provisions

permitting a contract involving a patent to contain an

arbitration provision or for the disputants to agree in

writinq to settle the dispute by arbitration. Any such

provision Or agreement shall be valid, irrevocable and

enforceable except for any grounds that exist for revocation

of the contract for arbitration itself. This paragraph in

effect overrules the limitation on the United States

Arbi tration Ac:filril'osell by the c:ourts thaCvalidi ty or

infrinqement issues cannot be arbitrated, thus laying to

rest the paradox mentioned earlier in this paper.

Paragraph (b) states that the arbitration is

governed by the Arbitration Act, Title 9 to the extent it is

not i ncons iste nt.. '!'i' ith.the ne~·se._ct_ion; ,an.d. fu r t her requires

that the'arbi trator must cons idertheusual defenses to

validity,:i.nfringelll~htdruflerifOrc:eabil.ity of a patent under

Section 282. ,~!,rh?ps this, ,.latt,errequi"ement needs some

further COmlllent,

Many defenses to a patent are based on facts that

9iyer~~~ t~ a claim under the antitrust laws. For

examp.le, asserting rights under a patent known to the patent

6. Statement by President Reagan, White House Press
Release, Aug. 28, 1982
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holdert,o be i.nvalid.or fraudulent,lYOl:>taining a.patent may

be actionable..underthE\ antitruglaws "swell ao;. being

grounds for inva.lidation. "While it is nqt"bsoll,ltE\ly

certain such a defense can be considered by the arbitratqr,

it is be·lieved that, it can in an arbitration, to resolve a

patent: C1i$pute,.eyen tl)ougharl:>itr;lt:ion<of$uch matters as a

cIa imof' an t i t.rus t . viql;ltion ' per-, se.wou.l,:L still be,

prohibited for public policy reasons.

Par;lgraph" (c ):contains,t:wo .important· prov LsIons ,

Wh i Le .t:he fi rst'of t:1)E\se two is quit:E\ apparE\nt, tl)e import:

of the second. is more subtle. andmaynqtbe,as appa r e nn, upon

a casual.reading.

The first point is. t:hat"wl) il.e.J an"aw;lrd by thE\

arbit:rationis binding: to t:heparties, it has no f or ce OL,

effect on others. Thus, a third party can still contestc.the

val id ity' even though "it has: been, he.Id. va-I id in, a prev i ou s

arbi tra tion ds c Lsion.,

The se condr-po i nt., covered in the la.sttw",

sentences ofparagrapl) tel, re Lates to a situation in which

a patentisheld.valid in an arbitration, but is

subsequently helilinvalid· or. unenforce.abIe by ;I .c:ourt:

decision. The part i es maY;;lgreethat in ·sl,lch a .si tua,tion·

the arbitration award may t:hen be IIlOdiJiE\dupon ,applicat:i,on

by any party to t.he arpit:ration to the appr.opriate,c,?urt

without prior consent .from the othE\r.p;lrty. What -is perhaps,

one charqedw.ith. infringement,but.isofn.ohelpto,. the

patent owner. If the ;lrbit:rator finds the patent in,vl'lid

-11-
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This Ru Ler: whIch requires nocolTlment, is -reproduced 'i'-n

APPENDIX D.
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v" ':SHOULDWE:ARBITRATE

625

Those who use and:sllpportarbitration as a means:

Perhaps the last-mentioned advantage may be of

7. " the ability of the parties to select
arbitrat6rswhoare:'experts and familiar with the subject
matter of the dispute; ,

6. More suitability to, international,problemsv
and, especially important;

5. reduced likelihood of damage to'ongoing
business relationships:

4. :informality,

>3~· convenience;

1. relative speed and 'economy 1

2. 'privacy,

is a national or resident of a country other than the United

-13-

res i de n t s of a count r y, for that .rnatter, who may be

spec'ial:iriterest't6 the Japanese members, or any· nori-.

Under Rule 16 of the Patent Arbitration Rules pUblished by

the nationals of a country other than that of any of the

concerned with court action 'in"'a fo-reign country and .wh i cn ,

of course, is not conducted in their native language.

the American Arbitration Association, if one of the parties

States, the sole Artibrator or the neutral Arbitrator shall,

parties.

upon the reguest of both pa.rti es

of resolving intellectuill:'property and licensing:,:disputes:

sta te:'the f6110wirlgadvantages:of arb i tration:over'

m litigation',: in 'thisc:technicaL field:



The possibility of using a neutral Arbitrator from

a third country is also an intriquing possibility if the

parties are suff icientlyconcernedover theposs ible adverse

effects and ·ill will in terms of future business

relations·hipsenqendered by, litigation in. the courts. If

such is of grave.,concern, the parties should . fore this r eason

alone seriously contemplate a .prov Ls ion forearbitra.tion by,'a

neutral third-country Arbitrator,

It must be noted that there are ,attorneys with

extensive experience in licensing and litigation·,who"are

strongly opposed to arbitration. TheY',mal>e·the following

essential arguments:

1. With arbitration they have lost their option
for c ross ee xami na t Lon oLwitnesses. they .fe e l, essential to
lay bare false statements and get at the truth of the
matter.

2, They want the decision to be based (hopefullY)
upon the formal rules of evidence, including admissability
of documents and testimony of witnesses, as are applied in
the court s ,

3.· ,·They are not comfortable with the select· ion of
the arbitrators, e.g. where each party selects one and a
thiril neutral arbitrator is. appointed, and they.do. not
understand clearly how arbitrators arrive at their
conclusions. [Other litiqating att.o r ne ys , Imigh t add. have
the same thoughts about how Judges decide cases.]

There are many issues on the topic which will not

be addressed in this paper. The question of whether or not

to arbitrate and the strategies and pitfalls of arbitration

are exceedingly complex and require in-depth study. One

must also consider the business relationship of the parties

and one has strong wishes to

626

relationship with the disputant regardless how the contro-

versy is decided. Clearly, arbitration is less emotional

-14-



than li tigating in. the courts. One shoul.d~rhaps.also

consider .the relative importance of the dispute,.isit one I

can "afford to . lose ?" .While surveys have shown, only. a ,Ve.ry

small. number qfU.S v . ..,orppratiot\s have previouslyf"",ored

arbitration()f pat"nt disputes, tl)ereappears to qe.a

growing sentiment. in f~v.or of arbitration of d,isputes one

can, af~().rd. to> lose,. e.g. cases.wl)ere the dollar value or the

consequence to one 'sbusiness ..is relatively. small.

Assuming ther.e. is agreement to arbitrate, this

paper al.sod..o.es not addre ss ,the topic of arb.i.tr~tionclau.s.es

and the manner of ~I".bitr~tion. This aq a i n .pJ:",esents .Very

complex issues.

Now that patent disputes can be resolved by

arbitration, . what type of arbitration clause should one

use. The number and s~lectiori of' the arbitrator requires

serious thought. Should'theiebe a single'arbi.trator or a

panel of three? ihodld'ttieybe selecte~ fromthepanei

maintainec by'fhe Amer ican Aibffra-tion Associati'on or

directly appointed by the parties? If complex and expert

evidence is contemplated, the parties should give

consideration to whether'there'are "to be limffatfons as i to

the type and amount of evidence to be suJ::mirt-t'ed. Cost and

time should be weighed aginst the degree of completeness . and

opportunity for cross-examination the 'par:'f1'es"'may "desire.

In more important cases, the disputants may consider using

proceedings rather than informal submission of evidence by

a f f Lda v i t ,

-15-
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urge you to read it thoroughly.

thoughtful attention •

The case history is a lesson on how a pa tent

. VI. SHE'LL OIL COMPANY 'v. INiEL COR.PORATION
A REAL ~ATENT DISPUTE

With the perrn i s s i on ofthe.author.s.. Paul Janicke

di

Corl's!ide'r~t{'o".ihouidbe given toafbi tratirig

through' the !~meric<inArb'ifr<iti dl'lA~';6Ci'Jti6n"tfd';eI>atel'lt.

Arbft"r'iitfonRule.i'whi··'t>e· tdund "in~pp'ENDIx<E~s "'~ ~~fdeYine'

for ydu,>2dnsfderadon:'M,,:fni§'fbi'hi'e'i:leri~fit(,fth~.:rap'­

anese mem8'er'g' ~ho:·ntay<;nb't 'h:ci',!.A; c6'ri\ie:riii:~ri"t a;d;t"J':~';~ :;{6 :\.h'e:-\j"j/.

Code, ·'Tfti<e····9~;n:rhitrafion "is' .al~()%c:iud~din'APPENDrX P'.

';":t'ri''the following section I will refer' to 'an' actual

il ispu te resolvedby:arbftr~ti.oriwtii'th'If'uf1y iii'ustdt:~kh6w

disputa'rits cal"l.i'e'tt'l" a'co'ntr6'V'e·f,\'y.iith<d'ut' gdirig'to court

andRoger Borovoy of I n te 1 Corporat i.on Santa Clara

Californ a I am reor,?nucing in APPENDIX G the relevant

pages of an ar.ti_~le,_:whiphappe_.ar_ed in Vol,. _.62, ,No.6 of tr:E

respecti~~adverse.parties.

Journa.l of the Pa~ent Office Society describing ho,w a.

potentially .cornp l e x patent i nfr i nqement. suit was resolved

through arbi trat ion by the au thors who represented the

628



The tespect ive ai:.tc>rR~y~/ af'eto t:>ecc>n\n\er1dedfo~

their innovative thinking and for"theirnlut.Jal'60c>p'eratic>rr.

Moreifuportant'ly, Pethaps, 'wnenyoii cc>@ider'tlifs'arbitra­

tion 06,,'urred'ma'riy years'befc>repassageof'35U:8. c? 294, '

the conduet of the'part'ies'clearlY illuStrate' that disputes

can b\i" s'ettledeWl"rby cor1"fitatiC>rl of'By arbitr~tiC>l"lif

the'dis'p'utarits sowiii,,;

"Bri'efli/'Shel.l. cail.ed Irlt~lisatter'lUbo to two

pa te nts 'shell. said Intel wasiriff'ing log .'Intel. rePl. i edthey

felt Shell's claim was barred by laches. Although Shell

preferredto,{egbtiate a l.iC'erl~ewi th iritel. 'th~y 'felt

compelled tobrfrlg~,Jittb'stoplritel.'5 l.achesde fel'lse.

Rath'eit.han ·hea'tir1~dp t.he l.{tigatior1';< the patUesthen

decided to sit dowr1 <lnd rieg6tiate,Offersand c6u'oterbfters

for a paid up license f6ll.bwed. Ahef further amiabl.e

d iscJss: Loris , rf' ~'pp~ar~:d ':'t'f1at '\he only drire~Bi~~d i s'sue--~i'a~:­

whether one of Shell's patents;'"s inNirl~ed'by rrlt€l.

After:;f~fther disc~§~:idrt,::'thJ t~iosides, t hr ou qh

their attorneys, agteed that'the nlatter would be sllbmitted

to arbitration with the following general provisions: (1)

the arbitrator w00l.dbeagreed upon a~d they would split his

fee no matter "'how6n: (2)disco~ery p~6C:ed0reswoul.dbe

flexible so that nobody would be f6reclosed !rClm presenting

evidence: (3) there would be no review Or appeal: and (4)
- .-. ,'"

there would be nowd tten opinion further to upset the

proceedings is that arbitrators are not paid enough, they

agreed to p"y the arbitr"tor, " formerp"tent trial jUdge of

-17'"
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the Court ofqaims, his fllllhourly rate. !loth parties

agreed i,twasl1\on",Yw",ll spent,

Arbitration was tot;>e l1anciled,muc,h like .an appeal,

submitted On deposition t rans cr Lpt.s , .br Ie f s and oral argu-

ment. Theyagreeq Li ve test,im9ny was; not .neces s ary,

Conf Lderice betweel) oppo s i nq counsel wassuff,icientthat no

formal discovery rules were needed. A conven ient. .,d..i,s,c9Y,erY

schedule .w as wqrked out and both partiesagre<;.dto .keep

dis.co"ery to a J1Iil)imum, but take wh",tever depos it iqnsthey

wished.

The. Feqeral .Rules pfEviqence were tqapp)y

the brief ing"'l)d hearing sc:l1"dulewasagreed ,\lpon.

A~. :;uY:"th.el:'._,conQjt~qn~ for ,::(!~b~J:ra_t,i,o.T'l~:_the parties

had also agre",q: (1) .9hel1 w9ulq .se:i,ect" sil)glepatent

claim said to be ;nfI;il)g"q ,,'1d asi.l)gle Il)telclevicetryey

said~,as. il)fril)gil)gl.and (2) Iptel "lou:i,d",arly on i de n t ify

the prior "rt it ,woll)d r,,:i,y llPsn.

SinGe theArb~tratorwas ~ re~~~~~d~P~9~~~sional,

he was ~i,ll,ing"to "agr~,e in advance to a time:.. lim.it ,Jor

render~ng his decis~on~ This ~imit was _~O Q4Ys ~fter the

hearing, it possible, but. in no event rrore than 60 days.

The decision was rendered in a .bri"f letter. from the

Arbi tratqr about 30 d ay s after the hearil)g ..

1>.S noted in.the.at:ticle,.the Arbitrator was paid

$7,000.00. The.outsidec:oul)sel for Shell billed them for

t he r e for e fair.tq say t.h a t , as;suming both parties used

outsiqe,counsel, the tqt",lcost woulq .have beel) something

-18-
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If no agreement can bethey are notstuckwitht'hem.

":0, '

Othets'ma'yfeelthat for about 'the same ef fort and

maybe a li ttle more expense they mayju'st as well use a pro­

ceilure that will give binding and enforceable conclusions.

They may conclude i{- is'':'bk~ttb g:~t: if' OV'er"w'ifh on-ce and

the dispute. For this reason Ial~" ~lieve there:ls little

I can possibly s~y to lead you towards this decision. My

fo rvaLl ,

reacheil, they may conclude it was worth the 'effort anyhow.

If conc i Li.a t i on fails'allothermeans"';~ii~b'ie't~resolve

the d ispiJi:eare sti lFoperi.

VII-CONCILIATION OR ARBITRATION?

It is my hope this paper will ~timulate very

serious conaide'ra ti.ori of settlement of disputes 'through'

either of these' alternatives to the courts.

Those fearful of submitting to 'binding arbit'rati~n

may find the non-"binding aspetts 'of the' conciliation

procedure more at'tra'ctive.' They may consider" they have

nothing to lose. After all, 'if they don't like the results,

less than $50, 000;00 fore"th'clis~Gtant. The total time

from the begiriningto receiptbf'the Arbit~ato~;s:decision

It seems cle1lr that the conclusions orie ~ay ~each

may vary according to su ch fac:tors asth~nal:Gre of the

dispute anil the relationship Of the parties. I believe that

each case should be c:onsidered on il:~ ~ri m~rits to



rna in purpose JT.l~ t~~td is.. ,~o ,sJ:':t:'e,.l:; s. tp,c3. t . ,~1 tel:"n~~:i y(!~ at:"t?

available a~d to urge that you ponsicle.; .. these,.alte!;n,!tiYE!s,

VIII. SUMMARY

Re f e r r i ne; t"th~.U ,S,.pr~~r~al ,cliscoyery pro-

cedu res, i n cLud ing i~~e.;rogat,,';iesa,.,c'1 c'IE!pos i.t Lons of the

oppos Lnq party,Jud9.~~ldisel:"t,,~ the Third Circuit. Court of

Appeals once stated, "rhe>ayerage litiga.ntis PVeP'­

disc~v,e:.re,o_~" oV~,t:'iDter;.r0.9at-9,~ieqI_,:",a,90 ·,:.pvel:',d;e,ppsed;.~<. "',s a

result, he is pve;rc:ha,ge;!,l;.. OYel:".e,~pel"lsed"ndoverw:rought."

A better w"y has 1;0. be found..to settle disput.es,

I am personally Clf the view that if one can·menc'lsome,thing

with a small finishing .nail ,or .brad.,.. h,e shou Ld rnot; use a

large nail or a -,spike,

For these; reaaons , .co.n:,ci.l.ia,t.iona,n,d,arbitr,at::ipl)

are interesting and attractive e l t.e rnet i.ves, .-t?~: li~:~g9..ti.9I1 in,

the courts with conciLi atLon being 1;he sl1lall nail, t.he

courts being the. spike and arbitration somewhere in the

milldle.

It is astounding t hat 1;l1e PIPA Ccnc Ll i a t.Lon

Procedure has never been used. There seems to be everything

to gain and very little to lose, 11;. is ,.,on-bil)ding a nd if an

amiable solution to the dispute cannot be found , the parties

could always look to the courts and now they have the

further option of ar b i t r a t i on , I would assume that .if the

-,
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aqre eme n t calling for sUbl1li~sion to.th.. concilia.1;ion

procec'lure as a pl:"ere"luisi1;et" binding "rbitraHol).
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Both illte.rnilt'ives ilre.·.,oL course: vo Iuntary.vand ill'

advoca teof ;e ither or. :both :ill.terniltives.. in .One:'given

Lns t ance or .wtth:.il :particular pa·rty,mily' di'sfilv.orei,ther in

another••

IX. POST SCRIPT

In writing this paper I have at t empted to be both

informative ilS to the illterniltives now ilvililable to bringing

suit and provociltive with respect to these illternatives.

In so doing and considering the limitations ilS to

length of the paper, I have chosen to touch lightly on the

subject ilnd this paper lacks depth in certain aspects.

Nothing has been silid ilbout the nature ilnd

contents of arbitration clauses and agreements. I have not

touchen on international arbitration, e.g. arbitration of

worldwide piltent disputes. For instance, while arbitration

is well known in Jilpan, I am of the impression (ilnd my

Japanese colleagues can correct me if I'm wrong) that

according to Section 123, the Patent Office is the only

entity authorized to decide the validity of a patent ilnd

al though there seems to be no precedent as to whether

parties milY settle villidity issues by ilrbitration, it is

believed that it would not be permitted as a matter of

public policy. Can validity of Japanese patents be settled

by arbitration and, if not, should provision be enacted to

detailed analysis of the merits and dangers of voluntarily

submitting to binding arbitration i. needed.

-21-
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6.•4

:One.·thinq d' knowanilcwant to stress 'is that< a

viable al ternative·.·tothe:.expense <and y.earsof Titigation is

needed 'tose-tHepa.te.nt qisputes;; 'It is-my hope: this' paper .

will provoke thought and further papers and dissemination of

views on the subject.
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PATENT AND TRADEMARK.OFFICE AUTHORIZATION

MAT 17. 1982.--<::Ommi1W to th~C?!".~itt<;e0rlhe~.Q\e House Qn theStat.eQf\he
Union and ordered to be printed "

Mr: KAsTENMElER. from th{bdininitfue all the Jud1<:ia"&; subrriitti:d
the followmg

REPORT

[To accom pan)' H.R 6260]
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APPENDIX A
(continued)• • • •

sectlbri riCb)a<l&' a sJdtioh:Mto titr~ 35 prbvldirii'ror th~; VbV'
untary arbitration o.f p.latan.t.. dis..putes b.y-: t.he pa.rt.. i.es.to the dispute.The section requires ,that the P0l'1rnissioperbe n9~ifi!ld in writing
of an award madebyan<.rbltra~)<!rirnC1<lifil~lj;bY;.Il;court. Such
notification will be entered in the record of the prosecution of the
patent.

At present, agreements to arbitrate some aspects of disputes aris­
ing under patent licenses are enforceable by the courts; however,
t!l~re''''llvebeenl:01J,~ decisi9!1~ that have..f1isapprovedarbitration
9L ciisputesconCc~rnipgpaten.t·· '!~idi~r·.or;.. ;infqrigelJlent..... In 'this
regard,see; for example. ZipM(g.Co.v( Pep M(g;·Co:;44F:2d 184.­
7 U.S.P.Q. 62 (D. Del. 1930) and Beckman Instruments, Inc. v, Tech·
nical Developments Corp., 433 F.2d 55, 167 U.S.P.Q. 10 (7th Cir.
1965).

Partly as a reaction to those decisions, during the 93rd Congress
both the Department of Commerc:ellpd the Department of Justice
endorsed a provision 8pecifically.e:u~hori*ingarbitsaticn of validity
and infringement disputes. This prevision, included in an omnibus
patent law revision bill, S. 2504, was never enacted due to the
many controversial aspects of that legislation.

In the view of the Committee. a statutory authorization of volun­
tary agreements to arbitrate validity and infringement disputes
would benefit both the parties to these disputes and the public.

Statutory endorsement of arbitration agreements would assure
the parties that they could avail tliemselves of the numerous ad­
vantages of arbitration without the possibility of having to reargue
the dispute in court. The advantages or arbitration are many: it is
usually cheaper and faster than litigation; it can have simpler pro­
cedural and evidentiary rules; it normally minimizes hostility and
is less disruptive of ongoing and future business dealings among
the parties; it is often more flexible in regard to scheduling of
times and places of hearings and discovery devices; and, arbitrators
are frequently better versed than judges and juries in the area of
trade customs and the technologies involved in these disputes.

The enforcement of voluntary arbitration provisions would serve
the public in two ways. First, the availability of arbitration with its
numerous advantages will enhance the patent system and thus will
encourage innovation. This view is supported by the Committee for
Economic D"evelopment in their January 1980 statement entitled
"Stimulating Technological Progress." Secondly, arbitration could
relieve some of the burdens on the overworked Federal courts.
Chief Justice Burger in his speech to the American Bar Association
on January 24, 1982, generally endorsed the use of arbitration to
reduce the judicial backlog. Also, I think it is important to note
that the American Bar Association's Section on Patent, Trademark
and Law has endorsed court enforcement of arbitration
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APPENDIX B
( continued)

PACIFIC INDUSTRIAL PROPERTY ASSOCIATION

CONCILIATION SYSTEM

Introduction to PIPAConciliation····· .. · ················ · ,

Rules for Conciliation ······ .'···············3

RegUlations· ;.; ; ;,.; , ;; ...•..•. ; ...•. ; " , : 7

Office for Application ··· .. ·············9

II L fl' ) ))

..1:1 V' J~' 1111· .. •.. ····• .. •· .. ··••·•••• .. ·· .. ·••·••••··· .... ····•······ .. ·•·····••·••••·•··•······· .. ··) 3

'Ii!! rI ;111 1"1·············· .. ·· .. ····· .... ············ .. ····· .. ···· .. ····· .... ··· .. ········· .. ······:·:)6

.J:'J!';' II' ;~ ·,'e 18
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INTRODU\,IiQ,N,TPPIPA CONCILIATION
APPENDIX B (continued)

The Pacific Industrial'P~opertvAssociation was tormed in 19io. 'L,y'S6Ieadiny Japanese and

United States corporationsT;'I-ts--::~-~ii,t-)~~~hip)'~s :c;rMa'yJ: 19}5)h-~~bers 147 companies. The

purposes of this Association, as stated in its Constitutibu. include

(i) fostering rights and interests in industr ral__ prgl?~_n~.,_UIC~,_,"'~>inventions. ,,-a.tents,'

lice~ses. tradc~ark$'. confidential technol~gy. a~d{ k·~o·~.ho~;· ,
(iiI p~Qmotingcomme~cial p~og~essth~Qugh innovative teFh",olpgy and distinctive

marks of origin, and related industrial properly ri!jhts; and

(iii) -supporting institutions favoring the recognition of- ,rights and d!1~er:est$ i,n

industrial property;

all particularly as concerns the industry and commerce of the United States of America and

Japan, as well as other industrialized nations bordering the Pacific Ocean. such as Canada.

and more particularly as concerns the commercial and industrial relations of enterprises in

these countries with each other-and with the rest of the world.

As one aspect of the implementation of these purposes. this Association has adopted a

procedure for th~<cor:cHi,at:iop",pf -d.'sp:,~:tes:_,~hat"mi,91't \~,f:is~:},n t7,~ i_t)dus~riaLJ?roperty _field.
The basic principle~ ,-~'i;lo~ed in· pr~-parln~'the"Rules an'~ Rc-gul~tio-ris' fo/th'i;-'procedure are

these:

a procedure that is- 'simple to invoke, yet- which carries -enough formalitylhat: the

parties and the conciliator will know how to proceed;

a procedure that is non-bindinq, and thus encourages participation. since it does not

'penalize either 'party if the dispute remains unsettled:

a procedure that protects the -proprietary and confidential ,nformafi'6nof the!
participants; and

a procedure that is open to non-members as well as members of PIPA. to give it the

broadest possible value.

The Rules include the following major points:

Article 1 requires that one party to the dispute be a resident or national of Japan or

the United States.

-28"-
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AAPENDIX B (continued)

A~:ti.C-'Y;:3, S.l:lsqyt .the. methed ,f_or,.illv,ok,i,,~g ~,l1i~ pr~~~(:I!JW,.,l!,y ~..ritipgt,~;,t,hp S,~Frctary

o'-;~ith~r th~ J~pan_~$,c or -~T~;ric_a,n·,9roup., ,Article- p;af,firm~... tf:l,e_ privCJJc:yofthe prqc~cqing_s.,... - - ,,'-' .-, -- ,-,... , - . . ... ..

inclu,diJlytl1e .i.(J~ntiIY ;_' of .the p~r ticipants.

AI" ucto 2 'mP9s~'_~ 9.11, :~,lPb.?:lhc -ph!j;Hall.911, of 1.l}_t1,lt~ta_:I:I~II,'~_i:t, P~nc;l:p,!,}H leas I ten possible

conciliators, experts m various ~_$lric~_s;: oI:_,i:I'~J_~_SU}il_I,PI,',qrcrIX'The parties need not select a

member of this panel, if they a9rc~ o~ som'~ ~t;~'cr ~~n6if;a'tor'·.

Article 7 suggests a 3D·day limit to the C9:nc:iha~jqq:;P~RE~:ss,~,:ul1.le,s~_ the p.ilrtie,s

themselves want to extend it. It further alfirms that nothing said in the course of an

unsuccessful conciliation, for example offers at compromise, shalllJe used against a paqy,.

The -Appendix:-is _.a-suggested,:clause"cfprjn.cor,porati,oG i~lt"o,,-,cont.r~ac,ts Q{l,:iXlOY,strial

property.

The'" R":eu~'j~hons :: i>ro~ide: ;''s'6:mie'; cfaIJO'ra'tib !'i ' ' ' b '''"t he ;"Rules', ;':and ;-'coh,ta'(ii :cildditionat­

g'iJTda'Mtc' 6h'thci: rri~ch~rir~s ()f::ConcHi"a'ii()I'~-;

Cornrnems a~"d :'~uggesti()n;s 'ar.e:\v'~ICori'fedfro·l~ thd~c'wh'c('rT,a:ip'affiCl'pate" ii, this

pr6ce'd~!i~/.:
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. I'ACiF ic INDUSTR IALPR()I'ERTYASSOCIATlDN

RULES FOR CONCILIATION

(continued )APPENDIX B

Article 1.

The obiective ofco~ciliat'ioir'and ,the 'procedures thi:'rclor ':,,'re to facilitate the

$c"ttlcme'rit 'ofdi:sputCs';:relatin9 1'0 inteftcctua! property matter's buts'i'dc the 'courts,

Conciliation shall be made available under the auspiccsofthe:Pacific Inc..lUstrial Proper tv'

Association (hereinafter PIPA) whenever at least one petrry to the dispute is a resilient or

n~tlon~1 ofiorieclfthec()urHri&sof PIPA.

Article 2.

(al PIPA shall maintain a Panel of at least ten persons who shall have been approved

by the:Soclfd ol"GovernOd; and,who":ha'vcstatcc1 thcir>willingnr.ss :loact asconcir.ators.

subiect to availability at any given time.

(b) The Panel of conciliators shall include cxqer ts .11 industrial property from both

member s.tate,s: :of-,PIPA-\ and: :fJ()m,noll:lnemllel,~ultH~' t1;o~ev~r" ~t t:he req:l,~s,t,()rJhe,part ies,

a conciliator for any particular dispute neecl not IWJ.clr.:_Ch~d_"~PI:'th.,i~.P~npl,hMImayl,)c;any,

expert in intellectual property matters approved bv the BOMd of Governors.

.Icl.. ;f.9lJlin,ist.r~~!0f1"otH,e"sc R,ule,san,d,acl;:()mpanYI,n,!,I, ,Rpqul~li,o.n,S shall be carried

out by the Secretaries of the American ancl Japanese Groups, or hv other per sons dcsrqna tc d

by them and approved by the President of the PCI tincnt Group, which persons shall

hereafter be included in the term "Secretary" (01 th« purposes of these Rules and

Regulations.

[d] The Secretaries of the Arncncun and Ji:lp~I/H:se Gr oups shall each muintain a

current file of approved conciliators, their qualifications, fields of CXPCI usc. fees, and nnv

other available pertinent information

Article 3.

(a) The application for initiation of thl: concihation nroccdurc shall ln: made III

writiny bv either party or by both parties to the Secrc unv of either the AmcliCilll or the

Japanese Group. as appropriate, statlng th~ H~nerClI subject of the dispute Such Secretary

shall determine. subject to advice and consent hy the Board of Governors. whcthcr the

subject and character of the dispute falls within these Rules and Rll!IUliitions lind 1$ subject

to

shall make a written declaration that he (they) will subnut to concrfruuou III accordance With

these Rules, and that he(they) will not commence ;'Illy h!!lal act ron until this conciliation IS

deemed to have tailed.

(b) If only one party applies for the concu.auon procedure. the appropriate



APPENDIX B (continued)

Secrct~lvshall promptlynqtdy till? other pctOV.rcqucsting thaLit: nate, within thirty (30)

days. whether it agrccslo,suumit to,concili~tionjn'accordancc.withthese Rules~

(cl If such other par tv rejects the PIPA i:oncili"~ion procedure or lails toreptv to

t~eScc(l~tarv~s notitical ion: and .request, .the Secretarv sha.'lnotify,the:applicant.that the

conciliation procedure cannot be implemented:

Article 4.

11 bornpar nes have agreed to conciliation, .the .appropriateSepr~tarvsMall advise the

par.ties of the.Panelof possible conciliators, andsl)allcuse his best e.lforts to assisl.\l)e partie,

in:selecting an acceptable conciliator who isaule:,to-aCL-lfno~suchcO,n_ciliataf: is.selected

within Ior tv-Iive (45) days after the parties have agreed to conciliation (oqucl)longeHime

..asmutuallv agreedI. all proceedings under these.Hutes are terminated ..A.Jn!.ess ll)e parties

agree otherwise. there shall be one conciliator setected..

Arti.c1e 5,

(a) Following selection of the conciliator, ~,e appropriate Secr9.t~ry.sl)all,in

consultation with the parties and the conciliator, set a date and location for commencement

of conciliation. and for continuing meetings during the conciliation procedure. Rcp.~'E:!Seflta·

:,',Ji..,es:o.f,the<parties may includecounsel.andsball incl.(lde:,p,~rs()ns_,wtlq·:~r.e:",au,.thori,z,edto act

.onbchalfo.!,thepar ties.

(u), The representetives-of the: parties shall, meet together ,'tI;I,i t,1l the concitiator '<,apel

shallpro.vide :and'" exchanqe ',' appropnatc. .docurnentation. :" to" :,fa~il i tate ,~e:t ttement. '.'0.1 ,,:,t!'le

"dispute. wi,th fult. andopen.di~cussion oflhe,:i__ss,L1~s.;s"u,l>j_ect to a:ny:, cql\fi(j~nti.~,li:1Y

':' res tnctionsaqreecruoon ov the, par ties.:Such.con.cil iation :,sha,llprocc,cd (.W i,g~n.l'y,", (nc1vd.i,ng

subsequent meetings which may he hetdbvmutual 'agr~~rnef.lt;:,~f'd thoe,>, pa,r,ti.es"shall..,~c,t)n

good faith 10 reach a prompt .aud acceptable conclusion,

Article 6

(a) The conc.Iiation procedure shall be private, and all documentaJiqp...the

oroceedinqs. :andresu1ts:shall be' lTIainta,ined: ,ilk ·confi,de.ncc:,,:bY :,::,tf:le:,l?artit;:ip~,nts. the

concitiator , and the Secretary and other PIPA officials and their:q~:si;gn.a~cs.,Th,~c()n,~i.IJ~,~9r

shall. urompttv fouowinq conclusion of conciliation, destroy or return all documentation

and materials related to tne conciliation. No report other than statistical shall b~: m~.q~':.-4Y

~t,t!,e:','conc,iliator or.:by, the Se.crela.rv.::and "t.he,>p,arti,~s .'A:'i-"r'lot Q~ ictcntH,ie.d::wit,hput their
...........•.•. "

.consent.

(1)1 No proposed settlement shall l>e·hindingun1ess agreecl to I>ythe.p.artiesand

contained in a signed written agreement. The conciliator shall he prepared to assist the

parties in reaching a written agreement, which in SUCh event shall be deemed ,part,<9,f;.the

conci tiat ion.process.
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APPENDIX B ( continued )

(:c:'J -Th'l: cQi,cd'f.HCU'i sh.IlI'::llOfdy'o' the ii!i'piopri.tlc"Scbcta'I'y bf'uirminatihri of

concttra11011','::an(l shall" aclvlse:whcthc('lhc 'par lies; reached ay(ccmeriL

";':;,-(<1) Ubol1 ~tcrm'ihatjoll:)oflhe;"C()n'Cili~ti6'n:. i,l:o-rder'lo"maint'a(n tht:co'rifiden'tiality of

:.:the',sa'me/.theia:ppropriatt:?"Sccr-etaryC:shall' remcvc-frorn' his .tttes-all"cortespondehceiniiolving

the participants. and immediately .dcstrov thesame.

Article 7.

'{a) -':"If no:agrcement'is.'reathed':withln-,th'irt\i' (30):days after the' commencement of

'me-e' t i f19 ::. wi th"the conci Ii ittor.'c'6rici IiatlohLlirider:,'t'hc'sc Bulesw ill, -'uedeemc:d ·:to have':'fa'i led.

'ahd "'the: condifator shall 'so notifv",'<th~ Secrcrarv. 'This tillie period can be extended 'by

'ccrrimeA din-serif.
{b] UPdn 'failLi'e of' the aticlTlptatconciliation.'the par ties shall be free to act in

accordance with other available procedures':'

(c) Neither statements. proposals, offers of compromise. nor any other aspect of a

failed conciliation procedure shall be binding upon either p~rty.normay they be introduced

inany-:sul)'seQue'h'i proccedihgs,.

, Aditio 8.

(ci) A fee"shalr'uepaW:tbPIPA for 'the' COSts 'and 'a(lmif1'i'stration,'of'SlJ'ch:c'o~cilia:l'i'on

procedures, as set forth in the Regulations. Such tee shall be dueandipavable when ·the

'appl ication fbril,i tiatiorro]: the cbric'iliatiof1-p(ocedurc is: made-in wri'ting by :eithertor both

'parties'to 'the pert ioe;, i: Secretary This ,fee is- notrct Ornable. unless' thc Secre ta ry' de te rrni ne s

thaI thedispute is not subiecttoconciliation hereunder-as set forth .in A'rticle'3('al. in which

'''e'~€''nt the 'fec':'shall"'ue:' refunded 'at 'thetimelhc' Sccrctarv so noti fies the applicant (s I. The

."paitieS'-sh'aIFc'a-ch'bear 'their 'ownadditionalexpenses.

(tJI The conciliator is not arraqent o! PIPA~ AnvIees or expenses of the conciliator

sha!l be shared equally by the par nes. and pa,d dlfeClly to tho conciliator .

. Article 9.

Reg'ulati6ns shall be <issued ttom-time to' time for thepurpose-ofim-plemcnting'and

'supplemen'ti'ng ·these,R'uies.

ArliCielO.

be amended vote ,ta'kcn;Si.Jbjed toprior nnticerotthcse

present and voting at any annual meeting of PIPA. The Rcgulationsmay be amended at' any

;"lime :by 'arnajor! tv vote of the Board of .Governors;

Ankle 11.

(a) The Board of Governors, through the Secretaries of each nanonat.qroup orsucb
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other person or PC':SOfIS, (JCS!91).~,te.d .tor. IllIS. f),vrPQJ,c;. ;;}~' :gs~wnslhl,c:;f<?r.~c1ministr at ron 01

these Rules and Regulations.

fbi The Secretaries or such other person 01 persons cfCSI~lnatcd for this purpose shall

report,annuallv on the usc and their estimate 'of the vatue ,of this concitiatton procedure,
.-.' > .:..:: : ',' ',; _',"'''.' ,",: :>;";'<':.:'.; r;<,.: .': :':', ,,-,,' .',. ("".:, ,"': 'i",' ,.':':",' :, ::,:'< : .:.> ',',,:' «:'.]"":: {:.. -'::":: ";':.::: '.:' ,,.; ,'c.,' "::.':: .';." C,: .:.>; ,", 0);'" -.;",,'.-:.'; '. '.""

(without, identifying participant,sJ .. "an,q _~I~al!: r,Cl;:qrnm~ndc,"an,gcs" ilL tne Rules ,.an,d!or
',"" '\" C';;. ,", -;"" ','.' ,." .... ,. "'," ''''', ~).. \ ... , .. ','<'. ,"" "..." ". '..'" _.,: C,', .. · .. :' ,.',: ; "",,' ....:._., : .".":', ":,' " '.' ..

Reyulations as necessary.

645

Appendix to Rules.

The following clause may be incorporated in contracts, flt!,rta~il1i,ng to industrial

property matters between Japanese and American companies:

"Any dispute arising out of this contract which the partie~ are,t:mable to settle

between themselves shall be submitted to conciliation in accordance with the Rules for.' . .~. .,

Conciliation of the Pacific Incfustrial Property ASSOCla110n -, before .anvother remedy is

pursued."
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Th~',"'fo'116:W,u:':9:;RCI1uiat'j'oll:s'ctrC!' :I'or' 'tile,pu rp~_s'e 0 f' irQlllcme'n'l,ing and':sUI)P1C,rn:~:n t~n~1 'tile _,,~<ul~s

for Concjliilti~n of disputes oliint'cllc'ct~~'1 property "matters. ane} arc' to be applied in

conjunction therewith.

Copyright

Know-how

T'~ch;l~ic;ai'.'nf'~rma ti~n

Trade secretsr.

c.
d.

c;

APPENDIX B (continued)

PACIFIC INDUSTRIAL PROPERTY ASSOCIATION

REGULATIONS

Examples:

a. License Ct!lrccmcnts

h. Secrecy aqrccmcnts

c. Other contracts all the above subjcc: I1Mt It'l

d. Validity. mtcrpcctation, anellor scope of patents

c. InfrillHcmcnt matters

Not included:

Conciliations 111 conllict with national le!la! consutcrutious ,lff':ctin!l either p artv .

d. The Panel preferably shall comprise about one-third Jauancsc exports. one- third

American experts. and one-third from othl~l countries; hut rlus proportion shall

not be binding upon the Board of GOVCI nors except to the ex tent that the

number of Japanese and American experts shall he suhstantiattv cquat. .

1. Subject matter ter PIPA conciliation

Disputes invo1vinU:

a. Patents
h, T'ra'c.Icmarks

2_ Panel of conciliator!'

(I. An eventual p'-Illcl of fifteen to twc.uv per sons I!' coutumplated, dl.:Pl.:llclHl!! 011

need. hU1 PIPA uar ticipation shall 1'101 become effective until a minimum 01 lell

(101 concitiaror s have been setcctoct and havu aqrned 10 become rncmtnn s of the

Piinel.

b. The Board of Governors shall he responsible for the selection of the Panel.

Committee 4 shall provide the Boarrt of Governors with a list of proposed Panel

members as they are initially and from time to time required.

c. The Panel shall include experts, to the extent possihlc. in the various aspects. and



4. Fees

conclusion of eonciliiltion InconseCuilVC: dally sessions."
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( continuedAPPENDIX B

copy ul ttu- Auk,. .lIul nl:~llIl;IIHIII'" ... !l,tH III' PllIVIlII'1! III 'lWIt 111""011 bv Ihr.

S(~C"~I"IIv 01 c!ilhl~1 GI(W!l

c. llpofl Ihl' wrrt tun U!qw'''1 01 .lIly PIP/\. I1lf'llllu~1 III .IIIY 111111'1 pl'l \011 h,1V1l1I1 .111

l"lt'Il~!Io1 lit tlw PIPA f:IIIlCllhlllllll 1110(:1'111111'.•lllllI"lluII'111 IIdllllll.IIHlllllldudllUI iI

d. The consitiatr» IS expected to conduct .111 (}rdcrlv::r.xCh'II1~IC'-~while rnain taininq

the ncccssarv informality ofthi~: tvPc! ofp,:uccd{l,~-':T-he:sill)mi'ssio'n of oral cjl1<!

writtcn arqurncuts and obicctions Shell! 1I1~ ill tlwdlS,r.lctIOll of the concitiarcr .

The fer. p,lIel to PIPA III accorrtaucc wllh AI.tlcll: scid of'rhe Rules shutl lie

$100.00 PCI party. (}I such otlwr lei' 'l~ ,11l(ly .ln: M:IIIY amcndcmeru of thcse

Requtauous.

:I ConCIII<ttlnIlIJloC:I~(luICS

4.. ConcillillfUll IJloccc~dll'f(S m.IY Ill! 1:U111l"I"tl~_IH,:I;!I, l}'il!llhl!1 11.•.11 IV HJ ,d_~h!ipult~ upon

not icc tOJlwuth~~:.tl'HtV ',l'.'I,c:c;q'. ~1'l!lp,'Yirtl,!, },111~ :,r(uh;~.

b. In settinu elates and tocuuons 101 COllll1WIIC:ClHcnl and CClntif'lUilll,QI), Qf

conciliation. the parl~.cs shall bnvc tlue COl\~IlII~ralt()lI 101 the convenience of each

other ancl of the concltiaror,

c. To the extent possiblc. an'adcqllalc;hlock oftllnc:sh:aH he _set':aside to permit

5. Language

a. The conciliation procedure mav I)t' cauicd out III auv lunHua!)c or 1i.1Il~IUa!lCS

selected by each par tv. with du{' COllSHII~rOillon 10 lIlf~ coovcn.coce of cach other

(tilt! the conciuator .

b. Whcn cithe: party rcqurrcs fO! itself n anslauou 01 t1ltCQHI!tC\tl01l. such shill1 be Jt

lis own initiative and expense

C. When the conciliator requires or requests Ilctl1SliltlOI1 01 mtcrpre tatiou III order to

carry out hiS duties, (illy additional eXpl~l)"e 01 such HClml,Hlol1 or iutcrprctation

~hall be shared equally hv the ·p'lrticc; to lhe concrhution.



APPENDIX B (continued)

or

The Secretary of American Gronp of PIPA:

':'Pacific 'hidustrlal'Pro'perty .Assccrauon

P.O. Box 3477

Gr.and -CentralSration

~eY"Xor~.,NewXqr,k ,100.1 7..US"':

The~epret.a,'y of, Japanese Group of PIPA
c/o Japan 'Patent ASSOCIatIOn

. Karict{SanwaBuildirig4 F

5. 2·chome. Kanda Ogawamachl

Chivcda-ku. Tokyo. 101. Japan

Tel. 03·295·8475

" ",', ,,':" .'
The application for initiation 'bl 'the 'conc'j'li'ation pr6;c<~dJr~ ;sn:alfl:>~;made

for ihe 'a't)i~htioiibi
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3S usc 294

The New Amendment to the Unit~dStates C6de
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APPENDIX C

(a) A contract involving i'~pa't~~(',6{'~~rir:';,igh't ~a'~ 'been l~k':Jh~.",'~~:c~,_aw~rd may be modified by any
under a patent may containa:provision,.reqlJiring- . court,ofcom"petenl'jurlsdiction upon application by
arbitration of any dispute relattng: ~Q, P~le"t'_ v~lidity! D :II'W:.pa:rty-Jp, try,~ al"P,Hi~tiqn;' Any such modification
or i':lfringement arising under the ~or'llr~c;:_t~: In the ~~,~II,gove~~ t~~~r,ig~t~; an~o"bligation5 between such
absence of such a provisi0ri. ,the,,~a,rt,ies,to ,~f1_t!~ist. parttes ,from ,the ~a't~_ of"s,~~h modification.
ing patent validity or infringement"dispute '~~f' i :(cl) When- anaward:·j(made by an arbitrator, the
agree in writing to settle suc:h':.c1ispl.lte:~y:arbi~r:at.iof1; patep{e,e,:-his ,a,:$s!g!1e~: Qt, Ec;ensee shan give notice
Any such provision or agre~~e:nt;'$h~Il':be(yalip,,::ir"' _,th.~repf:,in;,¥ri.tir;ag,J9,:t~~,C,QlT\missioner. There shall
revocable and enforceable, ~'xcep~(o:r,ai't)"gr~~n~s .~~;,~ ',sep~rat¢ 'l"I0t~ce I'te'~,~,~ed for each patent In-
that exist at law or in equit{for' revocation::of ~':con,; valved in- suchproc:eedin'g~ Such notice shall set
tract. • " for'Jh:,the:'~a'rne~: ~nd:~a~ctresses of the parties, the

(b) Arbitration of such ~isp,~tes",:,aw~r~sby:~,rbi';,.' narrl.e"C?(the in"er~()r, an~ ,:the name of the patent
trators and confirmation of a~ard,~s~alt~,~ gove~ne~ - ". p~'n~r~" 5:h.a~,~esig~~,~~,;~henumber of the patent,
by title 9, United States Cade',ia'ttleeXteni such titl~an'd5hall-cantain:a':capy,ci~Jhe award. If an award is
is not inconsistent with this sectton, 'In"any sucharbt- .madifiedby a-caUl1f"thep~r1Yrequesting such modi-
tration praceeding, thedefenses provided far under fication shall g,ir,e,!:'CJt.iceq,Lsuch modification to the
section 282 of this title shall be ;c9,ns~d~,reQ,;~-y;tl:te q>mmissi0l'1er:,The Ci?rnmissioner shall, upon re-
arbitrator if rai$,.ed by any partyto"th~'prO'cet~:djng; :,c'eipt'()f,eit,h,er:,nqtice,;enter the same in the record

(c) An award by an arbitratoi;'shaU' be,final'and :':6f the,' prosecution of such.patent. If the required
binding between the parties:':t~.-,tli,e',arbitration:_ but: r::'pti~ejs'':'91Jile:d:with,tl-J,t!,:c:pmmissioner, any party
shall have no force or ef(ect,on~ny o,thef:per~pn,.c' tQJh~proce,:edll'1g,IJ1,ay"pr~yide such notice to the
The parties to an arb.itratio~m'ay ag~~~ 'that in the 'Commissioner.
event a patent which is the subject matter of -an '(e) The award.shaflbeunenforceable until the
award is subsequently deterrnined.tobe.Invalidqr no:t,ic;e:requireq"by-~u,bseclipnCd) is received by the
unenforceable in a ;udgment,rend:ered 'by :~,cou,r.t: 9,f Commissioner. . "
competent jurisdiction fromv.:hichno·appeal can 'or

.... VOLUNTARY-ARBITRATION
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APPENDIX D

NEW PATENT OFFICE RULE 335

IMPLEMENTING,35 u,f;.q.• 4~4

§ 1.335' Filing,OCnotiCe 'ofarbltratioD
awards•

. (a) ,Written notice ofBJlYll~a.n:Il:),yan
arbitrator pursuant to 3SU.~.C.·294must

./>Cfile<I, inthe~atent and Trademark,Of­
fi~bythepatenie:e, or the<p~tentee:'sas"
signee. or licensee. If the awardin'Volyes

.. !pore than one I,atent a" separatenotic;e

..• ffiMst be filedf<;>rplacementjnthe fjle: of
eachpatent, The notice must seLforth the
Pfltentnumber.thenames ofthe inY~ntor

and patent .. owner, and the naffie~and
. addresses of the parties to the arbitration,
The notice must also include a copy of
the award. .
.(1)) If'.anawardby an arbitrator.pursu­

ant to 3S U.S.c. 294 isvmodifiedvby a­
(':()~rt,' the party requesting the modifica­
tion must me .in the Patent and Trade­
mark Office;. a notice of the modification
for placement in the file 'ofeach patent to
which the modiflcation jipplies.vThe no­
tice must set forth the patent number, the
namesof the inventor' and patent owner,
and the names and' addresses of the
parties to the arbitration. The notice must
also include a copy of the court's order
modifying the award.

(c) Any award by an arbitrator pursu­
ant to 3S U.S.c. 294 shall be unenforce­
able until any notices required by para­
graph (a) or (b) of this section are filed in
the' Patent and Trademark Office. If any

d~;~~~t~~ in paragraph (a) or (b)
51 any party to the arbitration pro-
ceeding may file such a notice.

[48 FR 2696, Jan. 20, 1983; effective Feb. 27,
1983J
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APPENDIX E

"PATENT ARBITRATION RULES"

nA!'IPARP, PATE!'IT
CL"'l1SE>, ,,'
..\nyc,ontr().vcrsy0,relaim 1riJin,out.(),t, or
relltina :~o ,Uiis cO,n.I,Bct. or the bI'1:Jc~:th~':e.
,oJ•.in,cl_ud,~1i any;,d~pute rclltin~),O::,P,~t_C':lt
v.1i~it)' er ~rrinl.~mcnt .risin, un;dcr .viis
contn'!" 'shaU'bc 'Jet tied by ub,itrationin
.'ccordlnce'with,the Patent Arbitration Rules
or-the ,'AmericlnArbitration AuoCiiaWJ'n.
and judcmcnt upon the award rendered by

;thc'Arbitr.'ror(srmay be entered in Iny Court
huineiurisdiction thereof.

For the Arbitration of
fufur~J.>ateritDisputes:
The Ameri,..an ArbitrationAssociation recommends
rhe(oUowinZlrbitration clause ror'insertiorfLn':a11
patent ccntraets:

For the Submission of
Existing Paterit Disputes:

We,lhe undenicncd plltics. hereby-submit
lo'arbitration :undcr the Patent 'Arbittuion
Rules or the Amenc:.n ArbiuationAuocia.
non the (oUo:w1nc ccntrcversv: (cite brieny
the, rri2tter i,ndispute,indudinc specinc,.ef~
erence tc anY,~:lislincpatent y.lidiry or in­
(ri"le~enl dis;pu~e, :Irbitu ble under 3S U.S.C.
1~94{,:I». We furthcr aeree th:lt U~e,a,~\~_e
controversy be submiued (0 (o,nelflhree)
Arbitr:llor(s) selected from the N:ltionaIP:lncl
o(PiteMArbitutors or" the .... merican Arbi.·
lution:Auociation.We (unher'acrce th:l[ we
wjJl f,ilh(ullyobserve this.ucemcnt :Ind the
Rules and,thlt',w,c\"'iIIabide b)'.ndperfonn
an)' :Iw:lrd :Ind thaI I judcmcnt of I Court
havin,Jurisdic,honmay be entered up,onthc
:Iw'f,d.

-,

..

-39.~"
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APPENDIX E (continued )

Patent
Arbitration Rules
I. Agreemenl of Porlies
The p:aniu shat! be deemed to have made these:
Rules I pan of their arbitration agreement when­
ever they h~YC provided for arbitration by the
Americ,)n Albitution Association under its Patent
Arbitr:ation Rules.These Rules and:lnYamendment
thereof shaD apply in the form obtaining It ~~,

lime the arbitration is initialed.

2. Name of Tribunal <'
Any Tribunal constituted by the:part,ies; (oUhe
settlement of their dispute u.."'I.der these Rulesshl1l
be ealled the Patent ArbitrAtion Tribuna.!.

3. Adminislr:llor ,
\Vhcn panies ,cree to arbitrate u~der the,~ R~le,s.

or when they provide for Irbitt:ltion<~)'}h~,::~e'r.

iean Arbitration Associ:ttion under i~:·f~~e~r'·.
Arbitration Rules Ind an arbitration '~~,J:nj'ti,~t:~~;'"
thereunder. they thereby constjt.ute-~:~be.;-:
administrator of the arbitration_ l1le"au.,[ho~,ry,,3n~

obligations of the :idministrator Ire p~escri~djn '
the agreement of the p:lrties and in these :Rulcs.

4. Delegation of Duties
The duties of the AM under these Rules may' be
carried out through Tribunal Administntors or
such other officers or committees as the AAA rn~y

direct.

S. N:uion:ll P:tnel of Parent .... rbitrators
T1\~ AAA shall esublish and m.1in-t:lin:l~:1tion:l1

Panel of Patent Arbitrillors which-will.include, In­
dividuals havinl experience in puent'law"andlor
special technical expertise and shall :lIppoirit Arbi­
trarcrs therefrom u hereinafter provided.

6. Office of Tribun.T
The gencul office of :i'Tribunal is,lhe,h~'~-#~ll3i~
Itl1 of the AAA. whil:h may. however,1S~iVlt~~
admininr;tion of an arbitration to any-cf in.Re­
gional OUiees.

7. lnitia lion under an Arbitr::a'tionProvision
in a Contract
.J.rbitrillion under an arbitratlcn provision. in; COn':~:"
tract mav be initiated in the (ol1\)~inr. fT\3nner:

. notice to' the

pany
which notice shalt contain a statement setting forth
the nature of the dispute, the amount involved. if
any. the remedy Sou@ht.2nd

-40-
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(b) The initi3tinC party shall tile It any Repon~

Ofliceof the AAA three copies of uid ncrice, 10'

lether with three copies of the arbttraticn provi­
li,ons of the CDntract. tOlethcr with the :lIpproprille
Idr1lini~(ra(i~~... fce I.s.,provided in the Administrative
'fe~;Sc'h.edule.,m\e,A'AAshaUJivc notice of such
filinlt~/Ihe_,().th:c:r ... p~rty. The p~ny upon whom
the 'DtmlndforArbitration is made may file an
answeri0l:sratc;menl:'indupliclle with the AAA
within l~entyd.Ysarternotice from the AAA. in
which c:vcnluid,party,shaJlsimult~neouslysend a
E()P)',l)f..~~~,an~wer tt?' the other party. If a counter­
claim is asserted it'shall ,ontain a sutement selling
'forth: tne 'n.iture',of ,(he:counterclaim, the amount
inyol'iC,d,.i.fa,n,Y,~a.nd:theremedy sought. rr.mone-

_'.'::·~~·".da,im_:,ii' "-,ade;~ the answer,the appropriate
. ·,·_'te~epi()~'.~.'c,~}l'i,)h~,,:Administrltive Fcc Scheduk
'. "Sh;il.J,bc,.;ro~a.r:d~~ ,to the AM with the answer. If

n9'ans;,w,e<iiJik,d;"'i.thin the stated time. it will be
':aisun,~d,t,ha(::lh~'claim;is denied. Failure to file an
answershalLnol,:opeute to delay the arbitration.

8.2hangeoiC1~im•
'Afterfilinlof the'da.i~. i( either party desires to
make-any-new-er-different claim. such claim 1h:!JI
be made in writing and filed with the AM. and a
,'c:,opY;th~reQr~s~a.lI~~'-,:ina.iled to the other party,
WP?'shilll h~vea peri04 of twenty days from the
date:o'of such niailin'{within which to file an answer
with theAAA, ·Afte'r,tf)e Arbitrator is appointed.
however, 'no newor.different claim may be suo­
mitted ,ucept,:-wilh' ~e Arbitrator's consent.

9.'Ini,ti:1;ti(),rt.uI1'der:1' Submission
r:lrti~rt~: ~-Y. e:~stin& dispute may commence an
'a.r~:hl~t,i:~_n: ,u,~~er. ~h,~St ::Rulesby filing 2t Iny Re .
&.i,.o,~2(O(fi~',t:~',0:c:o:Pies of 2 written atreemenl 10
~rbi'~Cr2t'e llrder'tilese: Rules (Submission), signed

:by:the 'p3,rtics..,:ii ,~h311 ccnrain 2 statement of the
rnanet.in dispute'.:the arnuunt cf money involved.
if any •.lnd.lhe"remedy sought. together with the
'appropri2te'ldmininrat.ive fee IS provided in the
AdininisfrltiVc:' Fee-Schedule.

or at the discretion of
the administrator :Ind the

tate thc .d,nir,i",,'i.c arrangements for the arbi­
tration.



II. FixirgRfl.o~.le
The p_arti;~s may_m\l~uaJly' l&reeon.dlc~Oc:~le where
the arbitratic:mis. to,be ,h~ld ..rt lhc}ocalc,1S not
designllcd'eVilhin twenty ~a,Ys (rom the dalc oHil"
ing the ~mlnd or_S,u~n'-i~ion.:t~e"'~A.shaJl-hilv~.
po~erl()' determine,theJ~..te,; hs d,e~is_ion. shall,'~ '"
final:and bindinc.-I'any piny requeslS~h~1 die
he:ari"" be held in ,'sPeciCic'loClle-and,theother
pany files no objeclion th~,reto w_il~inl~enl,Y day,S
afler nodc,cor I~~ ~e'luesl~'the, loc:aJe,'shaU. be the
one'requeited.,'-'·- '

12, Qu.lilie"lions of Arbilrotor
Arty Arbicfalor:appointed 'punuan'l IO$e:Uor:t 13-:
or Section IS shall be neutral subject' lo-disqullifi~
eancn rer the reasons specified in Section 19.1(
the: "fcement oi the panics names an:Arbitrllo,i
or spccifies·'.nyothcrmethod:,of 2ippointin&'~

Arbitrator; "or if the: partiesspecific.llyagree::ln
writing,sueh 'Arbitnco'r shill not besubjecEto dis·'
qualification for said reasons.

13. Appointment from Panel.': ,
Ir the parties h.ve:~oEippointed-lnArblcrlI~rand
have not provided Iny other method o( Ippo(nt~

meru 'uchArbiEratorshaJl be appointed',in,ehe,fol.,
IOWin'&Cmanner: IrnmediIEely:'ifter the,filin&,o~', the
Demandor;SubmWiori,the" AAA- shaJlsubml t
simultaneoUsly to nch'party'·eo,the dispute In
identicillist o(nameso(personschosen(rom:~he
Nation'alPanel ofPiteritArbilrlfOr1; Each p:uty to
the dispute shaUhive seVen 'days (rom themliling
date In .....hich to crou orr any names objected te; ­
number the remainins: names to indicate the or~e~

of preference' and ret~m th~, list to-the A;A':A. 1(.2:
party does n,ot-return ~he list,within the tlrne S~CI..

fled. all persorunarned,' therein' shaU., be.deemed:
acceptable. From'~m'ong the persons.....ho ha,:,been
approved on both lisu,and in accordance .....ith the
designated order 0(. mutual preference. the AAA
shall invitet~e Icce~t~ce,or an Arbitrato,rtc seoe.
If the part,ies rai!.toagree:uF'b" any ofthe,persons:
named" or if .eccpUbleArbit~t()rsue u?able"to
act, or if for :tRy otherruson' the appointment
cannot be 'rriaderrom thesubmltted lists~ the:A,AA'
shaU haW: the poW~r toma.ke the''ippointment
from among otherrnembtf1,Or the Nltio~~ Panel
of P2i(tnl Arbitrators withou't-tfle SUbmISSlon,.Or
any :additional list.

APPENDIX E (continued )

14. Direct Appoinrmenl by Parties
rr the a&re~ri'ient',ohhe,parliel namesan'Arbifrator
or specifi.~s :alMt~Od:or appointin& .n>Arbitr~tor;. ,­
th~l desi&:na'ti~nor-m~Lhod shall be,'(oll,owed.,Thc
nocic-eofappoinuTie,nCwithname-'.nd .d~ress 'or
th,. lppointinc'pauy.' shall'be liIed,.....hh the-AAA
by the .ppointin& party. Upon the.requtS1 or:any
such .ppuincin& part)'. the AM sh2l1iubmit • list
or membel'1 or the Natio~al P~~I o(,PatentArtli~

traton rr~mVthi,c,h~~e,p~r,t)'~~i._,~~,it s~~~s~i'~.s~
make the appo,intment;- - ,- ,.' ,

(f the''alreeme" t:ipedfieSa-pe~od()r~~,ime':wnhi~
which an Arbitrator:sh2I1'be'l~poi,nt~~',an~ any'
p::lUy (ails to make such appointment w ilhi'n 'that
period. the AAA shall make the appointment.
lf no period or lime'is"!'sPccified'ln 'the).grceme'nt~ ,-,j

the AAAsh:dl notirytt\eparries'tomake :the:ap,.:
pointme't'll and -ifwilhin scvcndi)'s che~arter-,s.uch,

Arbitr.tor hunoe' been: ':so:,appoinled .. the:AAA
Ih211 m1k'e';the appointmenl':L

I S. Appointment of Neutral Arbirratorby
Parry-Appel» led Arbitrators
If the partiesh:l.veapPo~~1ecf their 'Arbirr:nors·'or)f
either or both' cf tberrrhave been appointel,La,s pre,
Yided in section'l~ and-have-authcnzed.sucb:Ar·
birratcrs tc.appolnta neutral ~rbi.u;tar,:...Irhin.a.
spectfied.time and.nc appain I meet:is'made: wit hin-;

such time or :lfty;:tgreed,e~tension:rhet:eoCtheAAA­
sh211 appoin(:I.:neutra!:Arbitruor;whosh::.11 i"ct·u',
Chairman~

(f no peri,'cxf oryme' ,is specifledfor-appointment
of the n'eultal, Arbiuaror and.the :p:auies'do not
m~e:Ehe appoint menr ..... ithil1scvenJ::.ys' from the
date of'the'appointmenroltheb,st pany-appcin ted
Arbitr2tOr.the AAAshall appcint such nel.:lr2il :At.
bhrator. who shall act as Chalrman.

J( the p:trties have'-agreed,th2Hhe,ir Arbi,lf2to~f1

sh:u12ppoint'lhe neutr::.IArbitr'2ill.lrJrt'rn.the:,Na.·
lion21 Panell.lfPatenL....rbilr2tors,.lhe",A~A sh~U

rurnish 10 rilep2rt)'·appointedArbil ratcn.fnrhe
manner prescribed in.section,: 1:t;:t liu ~Ie,cted

rrom the N'atidn:aI'i'anel'or.P.:litentArbiuatof"$; and
the appain tmenlor'rheneutral ArbiltatorsJllJl-bc
made IS prescribed in such Section.
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APPENDIX E ( continued )

16. Nadonality of Arbitntnr inlntemation-
al Arbicr~tion . ,'.-,'.'-
If one-o(,the;p:utics.is I nationaJ orres.l~e,r1tofa

country:olher than,t"e Unit~d Sl.:alt::,~. ,tJ\.e ~I~,A.~"
bitratoror tht,ne'utnl:Arbitutor,sh.aU, up~n,t,l'te__
ee queuo(bothp:a rties.:be: appoiptcd., (rorn,::amar',
the nationalso( a country other th.ln th.at.o( .any, ,
of the parties..

17. N~lI1ber .or Arbil .... tors
If the ,ubitrahon agreement'docsnoppedfy,the
number of Arbitrators, the .Jispule ihall be' heard
and de l~,l'TTtine.~, by:()neAr~,it,r~~or'Llnleu ~heAAA.

in irs discretio!".:~reCls., ihat acre.atel nUmber 'of '
ArbiCnl,cQr~ be:appoinled"

18. NorkeWArbirrolororAppoinlmenr
Notice of the: appointment of:thc'neucral Arbitra".
tor. whether' appointed by .the p:nies'or by the
.4.AA. logedler with a ccpy I,)f these' Rules and .the
signed acceptance of the Arbitr3l0r. sh~11 be, filed
with the adrninistrator prior to the opening of the
first hearing.

19. Disclosure and ChoUenge Procedure
A person, appoin ted ..s neutral Arbitra.tor s.hall dis­
dose to the'AM:n:r circumst::ances likely to affecl.
imp:uti:lity,induding any bias Of any financial or
persona! interestinrhe result of the arburaucn or
any past-or ,,-resencrelationshiD with the Danies,Of
their counsel. .Upon.reeetpr uf such inform~lion

from such Arbitrator or other source. the AAA
sh:lll communicate such information 10 the parties.
and if ic deems, it,:ppropriate todoso. to the Arbi­
tearer and others. Thereafter. the AAAsh:llldell:r·
mine whether the Arbitr:Houhould be disqualified
:ant! w:lll inform the p':mies of tu dectstco. which
s!l:lll beccnclunve,

10. Vacancies
II any Ar,bitr':Itor's,houltJ resign. die ~wilhtlr:l ...... re­
fuse. be disqu2lilied'ur be unableto perfcrrn the
JUlies IJfChe offii:e.iheAAA'm::lY .on proofsatls­
I;ctory te In dectare tbe ctflee vacant. V::lpncies
sh:lll be filled' in acccrdance with the applicable
provisions ohhese,·Rules and the'marter sh:lll be
reheardunlessthe puties sh:l!;sree, otherwise.

21. Tinie Ind Place
The Arbilrator sh:t.lllix the lime and place (or each
hea rinc~·The.AA'A,shaJLmajLto.e lch, pany..notice
thereof It leut live d;Yl in advance. unless the
p::lrties by mutua.!alreement wajve such notice or
modify the lerms thereof.
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22. Rep resenulion by Counsel
A.-.-: party may be represented by"- c~~~s.el" ~,~iUty

in len,dinl,l() be., so rep,re,sente~, m-aJ1,; .n.QliJy:.th~ '; .,:
other par~Y and. the; AMorlh.e n~~ ,an,~ ~d,~;res's.'.
o( cQunselo1t,Ieut three dl)'~ p~Or}9~e~l,t~ ;~t '
(or l~e;heuinla.t,whi.ch,co:,ul)s.c,I,is;rant t.oappeli~

When;an~rbitrati,ol'llsc.ln.t.tiated by..cP~rt~J,p,r: ':.
where~ attome.y,;n:plies (or t,he otf\e~ ~~,rty, s.uch',":
notice isd,ee~ed;toh~w:.~e.nciven. ,'. '. .

23. SI~noS"lP"ic Record
The.AM shall make the necess.arY' arnngernl:r\.u
(or the tlking of. stenographic record wh'enever
such record ls. requcsled::by-a pany. Tne,requestint '
pany:o'r panies'shall ply~thecoSJofs\,\ch,rc-cordis
provided in S«:tionSO.

24. Interpreter
The AAAsnall m,j(e IheneceUarj ;rrangem.ent,~,

for the services. ofin;ir:t,terpretefupon the,requ'es!
of one', er mcre orthl: panies, who shallissume the
cos! of such service.

25. Attendance at Hearings .
The ,Arbitratorshall,maincain ,thepri'f1.c)'o(the
hearings unless the ,law,provides-to.the. ccnuary.
The p::lrtiesanl.l'their repres.cntative,sshall, have the
ri.g.htto attend hearings. The Arb,itr,ator shlJl ether­
wise'have: the power.te require the, exclusiono( :liny
Witness. other thana patty or ether usenliaJper.
son, during the testimony of any, other witness..It
Ihall bediscretioriarywilhlheArbitratorto.deter.
mine t,h'e propriety of the attend~ceoflny per­
Ion other"th:ln a party,

26. Adjoornments
The Arbitrator may take adjoummenu upon the
request of I party or upon the Arbitra[or's own ini­
tiative and shall-take such adjournment when all
cf the parues agre.ethereto.

27. Oaths
Beforeproceeding with the .Ilrst he,~ringorwith the
examinatiorr cf the flle, each Arbitntor may .ta~e'

;n oath of office,lJld if required b,Y law. shaU do
so. The Arbitrator" h-udi~retion to.require wit­
nesses. to testify underoathldmJnistered byVlY
duly qualified person ee. ifre,quiredby law or de'.
manded by either.plrty. shIJtdoso,.~

28. Majorily Decision
'M1.cnever there ,is,rnore tllano,fleArbitratot, all:~e::

- -,~i$.i?Ils.,.qJJ..b~"",~pJtH.l9nJn.'-*'!'~~.,~,;,,~Jd'!'!"'!;'~!"~';.~~.;.;
Jonty. The award mwt also be made by. It I,eut •
majority unleu the concurrence of.U is expressly
requit:d by. che arbitration Igreement or by law.

.-
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29. Ord~r'lfPr9ceedings, " '", .. ,
Unless thep~,rLi~s ~If~e. ~thep"ise. apr_cli~ln'3:ry
hc:arina ,\.,.icfl:_the·p~~i~_1 wini;~ &Ch~d~Jcd:br ~hc'"
Arbitrl.1Qrl,~,~pepr)'·lh~·J,sues.to'be, r,~sRIYcd .:n~ .; ,'
10stipula,te,uncoi\lcsccd r.ct~~_Con~i~tent, ,with :the
cxpcdii~~_ n,~turC ,q(arbitrltiof\. _th~ Arbit,r_a~l)_r itt,all.
It the PreUmin~ry "ea~~"en.bUI.h; ~i)-~~cx\enl
of and .,S,d'lc:duleJor ,_~,PJ:o:d,u~tion ~rrele~aru
doc:umcn IS .&n,d o,ther, ih(e>m1,ati0f\", the tden,~nc:a.­
lion or 1J1)',~ilncssc,S. to.b,cca11cd and,. sdlcd~le .
(or anYJ~~~ri"PJC),~li,~~_:' rl~tl_ .IC?J~IY-_,wtthinfthe
knowl'4ce 'lfon. p.rty.an4 ("oj ·.sCn.4ul. for
funher hearil1p_l()rc,sol~t~ecfjsputc.

bch hearl.s sholl be opene4 ~y ~h. «,cordinsor ,
the place. lime Ind. dlle of, the hearing and thepres~

tnee of the Arbitrator. the plnic's.t~c:ir_counse".

and all ~thetpe,~nl. The:MbiU,~tor ma)',l,t th(".­
beginning9!: a,heariri&. ask for opening stlterTlertU~

The Arbitrator. sl\a.Ii ,h'l.v~ ~isc~ction'lo:,estlb1ish
the procedure~lanyhca~& blJt~a1l ;oJfer(ult
and equa.! opponl,Jni,t)' l()a.lI,plrti~s, t~rthc prese,n·,
Uti on or any material or relevant proofs. A1l.wi(~ .
nesses shall submit to questions o~o~er,u~.mina.

tion. Unless the ArbCtrator o,rdel1 otherwise. at
any he:lring in,which claims,. defenses or proofs are
presented.the,comP!.:l.ining piny sheltprcceed.Ilrn.
Exhibits reccjved in eyjdena:: and the identity or
aU witnesses sh~1 be made a part of the 'reccrd.

30. Arbitration in the Absence oC. ParCY
Unless the lawprovide~ to the-conIrary, thearbitra·
tion may proceed in .the. absence of Iny p:uty
who, after due ecriee, i~IU,o be pres.ent or rails
10 obtain.an ;djournmentu~.nawud.shall nor be
made solely on the dc{auItol I p:any. The Arbilra·
tor shall requirethe:pilrlywho is presenr.tc submit
such evidencelSlheArb,itn,lormily require roo [he
rnaklng or an award.

31. Evidence
Tlle parties may orrer such evidence Ids pertinenl
2nd materi;llo the controvenY2nd sh~l produce
such ;dditional eYidencclS Ihe Arbinalormay
deem neces.sary lOIn urident2nding and detennina:
tion of the ,ontroversy~ The Arbitra~or. when
:aulhorized by I~w to subpoena witr.lss.cs or docu.
m(nts. may do so upon the Arbitralor·, own initia·
tive or upon the req,uest of Iny party. wilh nOliee to
all panics. The Arbitrator may subpOenl wilness.cs

, ,~y,~~~"r:i.~il'l&~.i,th~~,~~c:M1~ll:lf:, p~r,lic':',lar:itr Ih,e mat·
ler on which testimony is required and direcling
Ihe subpoena to an organiulion which will be
rtsponsible ror designating an appropriate wilness.

APPENDIX E (continued )

The Arbi.l,r~U?~,~h~ll~e"lhe)u~,e ofthe ,relevancy
Ind m I,l~ri~lity" C)r,ihe,e,vi~e ~ce" 'orrered.:,and con'·"
(ormity ·to·lcpl·~,I:e(C)reYid~,nceshall'riorbc
necessaf)'. All evidence 'dlall'be"tak'cn:in the ·pres·
eneeor 2.11 Ihe Arbitrtlon Ind or aU the panics.
excepI.where any of the p~,nle,sJs, .bs~nt,in,deJ~l'd,1

or h2Swai"Ct1lhcri&huo bepre~~t. ' .

32. EVid~nCellyArl1d.vit.nd Filil1gof
Doeum~n~:', <:,,',:.:;...: ""',' ,',,~ ,.',::,':':"':

The Arbiln,tor,snall .. r~cci~I.n~:c:()~s,ider ~~,~ "evi:
denee o(;,wJlnes.se,i:bya'mdari,t,,:.b~·~.Ih.iJl·~'¥'Cir
only such ~ichl.,a.s,tl\e,,~r~i~~I~rCle~m.s:ite,nlr~
tied 10· .rte r',cons~den.lton;ora~y ,o~j ecti,,()'~sm ade
to its admission. A1I,d()cJ,lmefl"l.s. n,olm~d: w\tJ:,Ihe '.
Arbitrator al ,lhehearin&.,"~~ta",ar'l~d,,for'"a;~}~e"
hearing or subs.equendy by ~g!eeme"n(, ,,9f~~e par,·,
tics. shall be fiiecLwilhlheAM (o.f}r~?il'fiiss,ioi1
to the Arbitrator. All part'es Shall be ,(forded '

. opportunity to examine suc:h~,,?,urpe",ts~

33. Inspection' or.,1f1vestig:l~i~:,n
Whene'l'enhe Arbilra,tordeclTlsit r'l~~ess~ry:i~rn:iJ<,c'
In inspcction.or inveSlig:tio,n :in ,c()n.ne~lion. ~ilh,

the arbitrllion.lhe Arbitrllor sh:l,U, ~,ir~c,tthe AAA
cd advise the pirties of such mreeucn.TheAr~i.
lrator shall set the time :uid AAAsllal;LnotirYJht
p~"ies chereo(.Any PUty ~h() so dtsi~e:s maYbe,
presenr;tsuch inspection ,C)rin,~Sli&,a"tion. (!1th,t
evtnt that one.er b.oth.p:lf'1.i,c~are no I, prese~t ai, '
the inspection, t>r,inves,ti!lIion.,l,~e ."rbi,tn~or Sh,:lll
rneke a wrbll or.wrtnen r~p,on rc the parties and '
;fford Ihem an opportunity to comment.

34. Conserv.:l[ion :lnd Protec:tion"ofPr?p,erty
The Arbil(atorma)'. i,ssuesuchorden or interim .
aWlrds;s maybe deemed necesury to uregu:lrd
the ptopcrtythat !s chesLibiect,m:lner of the
arbitrllion.topres;crveevidence andlor ic p,rOie'<.:t
Iny trade secrets or other ~roprieury in(orm~liOn

that mig,ht be disclosed durin& the arblH:a.rion

35. Closing of Hmings
The Arbitrator sh.11~pccilic4lllyinquireor all par·
ticS whuher l,hey have any funher proors 'to orrer
or witnesses tobe he:lrd. Upon receivinlnegativc '.
replies, Ihe' Arbitrator shall 'declare "Ihe,hearings
closed and a minute thercorslull ,be recorded, If
briefs are to be liled~the hearings'shlll'be declared
closed as or che linal date set by Ihe Arbitrllor ror
the receipl or briers, Ir documents arc 10 be liIed
IS prOVided for in Section 32 and lhe dale Itt ror
t~eii'recciplis I:ltef Ihlnlh:lt Stlror Ihe Ie",ip', 0'['"

briefs. the laler date shaH be lhe due or closing the
hearings. The time limil within which lhe Arbitn·
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44. Award upon.Se nlernent
If the p:artiessettle their dispute during the course
of the arbitration. the Arbitut,or. upcn th.:iue.
quest. may set (orth the, term~ ,o(.thelgrced set.
tlement in 'an award.

42. Form or Award
1?e award sfl:allbe'in writing 3nd shaUbesigned
either bY.I~e,soleAr~itratdrorbYI(lcul:a rna­
[crity i( there, is '~orC' thll1 one.. It shill be exe­
cuted in 'the 'manneqcquiredbr law. .

43. Scope or Award
Th: ArbiInlo'r may, &r:l~tiu,y remedy :orrclief',
W~IC~ the ,"rbitrator'de.l:msjusta~d' equit:lb!e:ind
~nhm. the scope of the agrecm~nfj)f the'pllnies.
including, but not Hf11i(edto.~spccificperforman~e
of:l COnH:l~}Or,illjunctive,relie{to;terminate ir..
fringc-:nentThe ArbHr:ator.' in the' :lw:li"d/u1311
~sess arbitration fc.:s'and expenses-in favor of anv
piny cr'psntes and.fn the evenl-'in'y :administrati ..:c
fees or expenses are due the AAA. In favor of the
AAA.

tb),Ea~'" p.rtY,tC):a.n II~e~meM 'thal"prciV1~e.sfo'r
arbltrali(Ml'u~der.lhest Rul.cs shall be de,emedlo
have conse,nl~,d.lhU Iny papers. noticcs or proceu
necemryor propel (or the,initi~ti~n orcontinu:a-.
lion of an ,arbilr;li()n, under, these R~les' ~nd' (or'
any courc:acti~nin connecliori,therc:wilhor ,(or
the ent'r0f jUdpnen't,o.n,anY,.w.rdmade.-Cherc.;
under maY,~e '~,I'W~ u(H)nsu<:h 'p~rtyb)'mailld'
dressed to;lu,ch, part)' or 'Osaclorney ',~t,its'llSt
Ienown add~:ess.or by personal service within or
without thest~,te~hereinthe arbitralion:is,l<fbc
held (whether such ~..riybe,wilhin ~r 'Wilh~ul.the:
United Staces of America). provided that reason­
able oppor.lu.ttil;yto be hurdwith relard thereto
has becn~r~:nt,ed,su~parfY.' . ,

41. Time or ."w.rd
The !wzrdih~I,';betn!d~'prOmptly bY,th~'A~blln.
lor ~d-.unless otherwise ;greed by Ihe' parties or
speelfiedb)'I.~. 11,0 later l.ha~ si~ty d:lys from the
date orc!~si~$: I.h~ heOlrings~~r iroraJ.hearirigshOlve
been Vo':II;Y~d. '(romthei:bte :oftnnsmitl"ingthe
(inaJ sUleme,ntsand proorno'lheArbit'rOltoi.

( continued )APPENDIX E

36. Reopenillgor Hearings
The hearinp may bercopcncd on IhcArbitr.tor~s

o....n moli~. or~Llpon application "~or a ,party at any
time bt:(~re the Iw.r4 is m.de~ If the rcopenincof
the hearinp ,~~ul~ prcv:entthc,m,akina ~(the aw:nd
within 1.~C,~IH.=~m~.lim!-I&1'eedupon by:thc.partics
in the contract ~ut()r~hichth~ controversy has
arisen.thc,~aner mly'n,ot~e reopened :u:nleu the
plrties ,sree upon the extensiono(such time limit:
When no:spe~lfii:, 'da',t~'is ~,xcd.iri'thc;contract.' the
Arbitrator,may .reo~n' the hurinp;- and'·lheArbi.
Ira tee shlll;h'.~,~xtY'~lys,rro~ the' (Iosiril ef.rhe
reopcned,~ari,,~ whhinwhich 10 m~e;:m IW3rd:;
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tor is requircdlOrnak,e,the.~lrd~,all,eolTtm,~-nc,e
(0 r~n. in Ihe.lbsenc,e ofol~er..I~re.e"rlcnts,~Ylhe

.panlcs. uponthe CI9Si"-& oft~ehurings.' - ,

37. W.iver or 0 ..1Hearines
The p;nies mOlY provide, by ;'ri~len agreement.
(or tht::Wliv~.r ~f or11,huri~p~.lf.lhc partieurr,ce
10 waiYe:or;l,huri~pbut,are,unll,blc' te egreeas tc
the pro:c~dure,. thc'Arbitruor shall specify 'I '(air,,;
and eqult.bleprl)Cedure;

38. W.iver of Rules
Any p;nr ~ho,.pi'ocecds~i't~ lhe' a'rbitrationafter
knowledgelh;,l}ny pro~si~norrequiremen't'cf
these ~ulesta:ls not been' comp-'ie~with. '2nd.whc:
fails to-st~l~objecti~nl~ere'toi~' writing"; shall be' '
deemed 10 have'",:'i~.~ the' right 'to object.

39. Ex~er'lsio-"s,:or-rime
The ~art.ieSn\3Y;modir~ ~ntPf:;riud'orlim.e. by
mutual :Igreen~H:nt.The A~A(or, i0tld C:lU~ m:l~;

extend ;ny, period "r ,lime ntabHshed 'b~ -these
Rules. except the lime (Cof m:&kin"g the :lW;Hd, The
AAA sh.311'notHY'the ,parties:cf :lny soch exreostcn
of time and ia luson therefor.

40; Communication with Arbitrator and
Serving of Notice ,.' ,.:', '
(a} Unless Ihe,p:anicsand:th"e Arb,itr;tor Clt~e~iS(:

agree. theresh:all be nocommunic;iio.n betwe,ell the
parties and a'neutral Arbitr3tor ot~erlhan, ai orll
lu:;arin,gs.An'j' other oral or' \li,rfl tencornmuni.F:l·
lions from lhep:lnies :10the Arbilrator shall be di·
reclcd,locheAAA for transmittaltothe'Arbitritor.
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APPENDIX E ( continued )

45. Delivery of Award 10 Parlies
Puties shatlacccpt as IC&21 deIiYery:o( the award
the placi"S of the award or I true .:opythcrco( in
the m:ail by the AAA,.ddressed to such party .t
in bst known address or to ItIIU0l'1\cy~orJ'Cnon.

II service of the award. or the tilineof th~ award
in :any m.nncr\thJt may be prescribed by:law.

46. Release of DocumenlS .for Judici.1
Proceedings
The AAAshall. upon weineR rcqucuofapany.
furnish to such plrty,II iu expense. certincd fac­
similes of Iny papen in the AAA~lpo~~ion ;t~lt

may be required in judidal procc,cdin£,'f,cllti r1&10'
the arbitration or as required for' filini with the
Commissioner of Patents and Tndemarks.

47. Applicolions 10 Courl
<I> No judicill prooeedinp by a'pufy rclatinSlo
the subject mattcr of the .rbiuati",nm,lI·be
deemed .I wai\"er of lhepany's rilhnD arbitrate.';

(b) Neither the AAAnor any Arbitrator in I pro­
ceedinc under these Rules i.s a necessary piny in
judicial proceedings reb.linc lot,he 'Irbitt2tion.

(c) P:.rtiu to these Rules shill be deemed To hive
consented th.u judpnent upon the arbitration
award maybe entered in ~y Federal or St:.te
Court hlvinl jurisdiction the.reor.

48. Adminislrolive Fees
As a not-fer-profit 0llaniution. (he AAA shall
prescribe 2n Admininr2tive Fee ,?l;hedule and a
Refund Schedule to ccmpensare Ir forthe'~os.[oi
providing "dmininn,ti·..e services. The s;cheJu!e in
effect at the time or filing or the time of refund
shall be applicable. . - .'

The adminislr:ative fees shall be adnnced by the
initiaunc party or parties. subject (0 rinallppor­
tionrnent by the Arbitutor in the award.

When a matter is ....ithdrawn or senled. the refund
shall be made in ac:coriianc:e with the Refund
Schedule.

The AAA, in the event of extreme hardship on the
part of any party. may defer or redLi.;e the admin­
istrative.fcc:.

49. Fee When 0 ..1He.rings Are Waived
When III or.1 hearinp are waived under Section 37,
the Administrative Fee Schedule sh.lI.pply.

50. Expenses
'Inc expenseso(witnesses (or either side shall be .
paid by thepany calline such witnesses.

The cost cof'the stenocnptUc record. if any is made,
.•nd.a11 rrans.cript~:lhereor. shaff be prorated equally
Imone ~I parties ordenne copies unless ihey shaJl
otherwise ~greeand shaD be paid for by the respon­
sible.panies directly to the report in, agency. All
other ~ll;pe~'ISCSof,lhe arbiultion.ineludins required
trawlins Ind ether expenses o( the Arbitra~or 2nd

"tJfAl-.A tei're~rir3tit'e!. 2nd the e!.pcn~! or !ny
wltnes.sor the eost of any proofs produced at the
direcuequestof the Arbitrator,lnd the neutral

;Arbitntor's,{ee shall beborne equ~y by the parties,
unJessthey ICR,e orherwise. or unless rhe Arbitra­

;Cor.in ,the.a.....ard.,uscsscs such expenses or Iny
"part thertofapinst any specified party or partics.

I. Arbit .. tor'sFee
The per diem fee for each neuual Arbitrator sh3.l1
be acreed to by the plrties Ind the Arbitrator prior
to,theco'mme'ncc:ment of any of the activities by
the Arbitr1tor.Thearnneements for ccmpemancn
shan be made throuJ,h the AAA and not directly
between the parties Ind the Arbitrator. If, in the
opinionorche'AAA.the parties do not reach agree·
ment en the per diem fcc of I neutral Arbitrator
within a re:lsOnable time. the AAAwill have the
sole power to determine the per diem fee and will
communicate it In writing,to the parties and the
neutral Arbitrator.

52. Deposits
The .¥A may require the parties to deposit in
advance,su~sums .ofmoney IS it deems necessary
to defray the 'e'xpcnseof the arbitration, including
the Arbitrator's fee, and shalJ render an accounting
to the parties andreturn any une:tpc:nded balance.

53.lnterprel:ltion and.Applicotion of Rules
The Arbitrator shaJlinterpret and apply these Rules
insofar as they relate Co the Arbitrator's powers
Ind duties. When there is more than one Arbitrator
and I difference arises ~ong them concerning the
meaning or 2ppLicationofany such Rules, it shall be

.: ,.:, "'" decided-by-a-in I jo rityvoteAr t hi t is·uno bfainib le.. ,
'either an Arbitrator or a party may refer the ques­
ticntcthe AAA for final decision. All other Rules
shall be iniei'preled and applied by the AM.

-.
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(continued)

the due date
fint list. two-thirds of the fee

ofS2ClO will be"funded.

S40.000 10 SlO.OOO

S160.000 IO'U~OOO.OOO

Amount or Claim
Sllo'520.'Ooo

.120;'000 to 1'0.00:0

f:,e,c:,,'.. ,
)~ (m,i",'T~m UO()t,
1600•.1:'1,111 1~ oruCeu

otI'Cr $10.000

SlOOO.phil I~ OrnU"
owcr SOCO.OOO

SI400.plui--t\~ of netu
OYCI SIO.ooo

SIIOO."llIS,%S:O(uce,u-,
'ner'S 160.00q

.Wne.rethC:c1,lrn or countcrcbimcltcc:e:ds SS mil­
lio~.,ln apP,tOpril,te (ee will be dctcrrtlinedby l~e

. AM:

If there are more than two p;uties representcdin
thearbiU1tion,.,~additional 10%of the initi:Hing
fcc will be: .due for each additional, ,represented
party.

-When no amounl C2n bestated at the time or filing.•
'che administr:uive' fee is S500. subject Co adjust­
ment.ln accordancewith the abovesc:hedule il1"Soo."
as;n amountca" be-disdos.ed.lnChus.echimsa~d;.
counterclaims which are not (or"a.monelary
amount, an appropriate administrative fee will be
detennined:by the 'MA.

S~Opayablebya puty Clusing an adjournment of
'a.nysc.heduled hearing;

SI(lOpay,able by a party Clusing a second or addi­
tional adjoumment of any scheduled hearing;

SSO payable by each puty for each hearing after
the first, hearing which is either clerked by the AAA
o:r held In .-hearing room provided ~y the ~,

OTHER SERVICE CHAR5ES

If the AM is nOEified Chat I cue is u:uled or with­
dn.wn thereafter» but at least 48 hours before the
date and time set (or the first hearing. one-third of
the fee in exce" of S200 v6ll be refunded.
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ADMINISTRATIVE FEE SCHEDULE

APPENDIX E

(ftheAAA is notified that I cue has-been settled
orwithdrawn.be(o~a list o( Arbitrators hu been
~ntout.a.uthe fee ,in excess of S200 will be re­
funded.

REFUND SCHEDULE

The administrative fee ef the AM is based upon
the .Imounto( each claim and counterclaim.1S chs::
closed whenlhc',claim ~d counlercllim.:lre)ilcd.'~

, :I,niisdue, ;an,d .p.lyable ill "the ;l~ime., oCnling. .
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Chapter
I. General Provisions .

",-.2.- i 'Q)~lIe"Jion on-Ihe,,~ee.~_gni(i()n;:,.nd,:~,tlrorc_(:n~en;t o~, :Fo~~ig_n,.,--:
'., , Arbitral Awi'rds ~. ," '''.: ,-.'..-..: .. ,,-

{This title was en.etcd into positive r.w by ;A~ij~t,3o.r94kc,h 392, § l,
6/ Sm. 669}



CHAPTER I. GENERAL PROVISIONS

APPENDIX F. (continued)

any

Section
I. Maritime transactions and commerce definetl; exceptions to operation or

title .
2. Validity. irrevocability. and enforcement of aireemcnts to arbitrate:
3. Stay or proceedings where issue therein rererable to arbitration
4. Failure to .rbitrate: under Isccernent; petition to United Stites court

hIving jurisdiction ror order to compel arbitration; notice and
service thereof; hearing and dctermination

5. Appointment of arbitrators or umpirc
6. Application· heard IS motion
7. Witnesses before arbitrators; fees; compelling attendance
8. Proceedings begun by libel in admiralty and sei:ture or vessel or

propcny
9. Award or arbitrators; confirmation; jurisdiction; procedure

10. Same; Vlcation; arounds; rehearing
II. Samc; modifi?~io~, 01:, C9,rf:cc;t,i().n;. arolJ:nd,s; p~l:I;cr
12. Notice of motions· to' vaute :or'·modifYi service; stay of proceedings
13. Papers filed with order on motions; judgment; docketing; force and

Clfccti.. cnrorc:.ement
,I:C! Contrae:u·not;-.trcctcd,

§ 1.. uMii'ritime" transactib'ns";;;'and:: uCbri1~e;rfef' ',~~:~n'e'd: exceptions
to operation of title· .. ,
"Maritime transactions", as herein defined, means charter parties, bills of
Jading of water carriers, agreements relating to wharfage, supplies fur­
nished vessels or repairs to vessels, collisions. or any other matters in
foreign commercc which, if the subject of controversy, would be embraced
within admiralty jurisdiction; "commercc", as herein. defined, means corn­
meree among the several States or with foreign nations, or in any Territory
0; the United States Of in the District of Columbia. or between en)' such
Territory and another, or between any such Territory and any State or
foreign nation, or between the District of Columbia and any Statcor
Territor)' or foreign nation. but nothing herein contained shall apply to

.contracts of cmployment of seamen, railroad employees, or any other class
of workers engaged in foreign or interstate commerce.
(July 30. 1947, ch 392, § I, 61 Stat 670.)

§ 2. VaJiditx. Irrevocability, and enforcement of agreements to
arbitrate

A written provision in any maritime transaction or I contract evidencing I

transaction involving commerce to settle by arbitration I controversy
thereafter arising out of such contract or transaction, or the refusal to
pcrl'onn the whole or thereof, of an agreement in writing to
submit to arbitration an controversy arising out of such I contract,

upon such grounds·as exist at law or
contract.
(July 30. 1947, ch 392, § I, 61 StAt. 670.)

-48-

660



APPENDIX F (continued)

§ 3. Stay of proceedings ",hert issue therein referable to arbitra­
tion

If any SUil or proceeding be broughl in Iny of rhe courts of the 'United
;_S~trs __ ,_~P?~, _,In!__ ~~e: _.re,r~r~~~c_ .,to,: .,!rbi,tr~ti()n,. ,und~;, an _-'-lIl~~c:~ent in
w,:,ung f~>r such arbllr~uon, .Ihe cou~~ In which.such s~if is pending. upon
,being ~us~ed thaI the Issue Involved In such su11 or proceeding is referable
10 a~bllrallon und~r such an 'ag~e<men~, shall on application of one of the
partlCS Slay Ihe Inal of Ihe aCllOn. unul such arbilralion has been had in
accordan.e< wi~h Ihe le"!'s of the .agreemenl, providing the applicanl for
the stay IS not In default In proceeding wiloh such arbitration.
(Iuly 30. 1947, eh 392, § I, 61 Stat. 670.) , '

§ 4. Failure to':"bitrate under.greemen~pelltlon to United States
court having jurisdiction for ordeHo corilpel'arbitrationrnotice and
service thereof; hearing and determination

A party aggrieved by the allegedJailu~e"n~gl~t.,,?rr~~sli ofanothcr 10
arbitrate undc,t a writtenagreerric'ntror 'Irbitratioil"'may petition any
Uniled'States dislricn:ourt, which" save,fo"such. agreement, w,ould have
jurisdiction under Tille'2g [28,USCSI,in ,a,civil' action ,or inadmiraUy of
the subjacl mailer of a suil arisingoulof,lhe"conlroversYbetwacn the
parties, for an order diractinglhat sucharbilralion proc:eed"inlhe, manner
provided for in such agrocmenL Five days' notiee in wriling'of such
application shall be served uP':'n the party in defaulL Service thereof shan
be made in the .manner Pwvlded bylhe f'ederaJ ltuI~Clf,Civjl, Procedure
[USc::s RuI~ of, c::ivjlProeeo:luretTh~""ul'l~h~Uhea~lhe Psrtics, and
uponbeinualisfied Ihal)ho making of thc 1Sreerr&,ent(ora.-bif':aJ!pn or the
failure 10 C:<>lI1plylherc.,vil!i is ,,01i"i;s~e, lh.""ul'l shaUmalt;f,sn order
direct~ng the:partics: to D~;J~_1Irf?itr3Jlgl'l.Jn:.~rd~l.'lee·_W:i~h ,-t~e terms
pf:-th~:_ ,.gr~m~nt~Thi:.,';h,~nn,g: ',Ind,pr~an,g~~ ,':I.m,~er, J~:~{l_::~~recment,
shan be.wilhin lhe dislriCtin whichlh~ipelilignfor.an ot~etdir~ting such
arbitration is- filed, Irlhemaking41hcarbil~!ionagrcement. or the
failure.. neglect.or refusalto peri"o;m;lhesal1le.'beiniSsue,lheco~rt shal!
proceed summarily tcthe-trialthereof, If no jurylriar bedcmsnd."j by the
party alleged 10 be in default,orif the mailer indi'PU1ei. within
.dm~raJty--juri~iction;:c t~~,:courtshaIl:, hear -"..nd,:dete,nnine:,s~ch issue.
Whcre such i anissuc is'raised,lhe party alleged. to.be in ,default may,
elceplinc:ascsgfadlTliralty, on orbeforethe.return day of the notice of
appliealion;'dema~d a jU'Y,lrialof,such issue.:and upon suehdemand the
,eoq~,'slj.I1",make __ .n,,~tder:, r¥errir'lg' the',issue "or':,issues-,'to';.,jury in the

. manner provIdedbYlhe F#eral RuIcsOf Ci~i1Procedurc [USCSRulcs of
Ci.vilProcedure],or mn s~ially caUa jury for Ihal pUrp<lse. .Irthc jury
find that -no agreement in' writing' for arbitration was made:or, that::there is
no default in proceeding thereunder, the proceeding shal! be dismissed. If
the jury find that -an agreement for arbitration was made in writing and
Ihal there is a default in proceeding thereunder, the court shall make an
order summarily directing the parties to proceed with ,the arbitration in
accordance with the terms thereof.
(i~iy:io;f947;ehj9i,ri;61 Si"t.· 671;Sopl:3;·1954;·ch·1263; §·19;68
Slat. 1233.)
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·APPENDIX F (continued)

§ S. Appointment of arbitrators or umpire

.(("in·'the: ·air=n.rit •.··.~r'1,;~i6h· '~/~ll~~" rpr:..m.~l~¥. o( ••·~.ming or
,'~p:c?i,~,tirl,g, ~~ ·.:~!~r~(cjr;~Rr,(~rpit~t9~: or:~n,_.)i_~,pIFc~:sH:c~_,'r,n5tJiRd,}hall be
J'1Il'1'f~;b':'tir 'W';n.t~odlJ.e, pro"fd~ tl\ercin.orif ••!!'ethQdp.:provided
·~~~~nY~~rtyt~.•r.t<isli~llfajlt'1 ~r",r.h.ims.lrp.r~urh,,!,.thQd,.'1r if for
.a~Y'1thrr t~()O.lb.er.iball~ aJ;'p~ in. the ,~arni~g of an~rbitrator or

-~~;~r:t>ltr.t~,~ C?f ,~~'~If~ ',C)~~,i~lJiJIi,ng __ ,~ v~,~~c>\ t~~?' PP'?," 't~,i:, pp~,~_~tion of
. either: partr.19.the ..,oiitr'1versythe .C<iurt sb~ltd~ign~t'}!l~'app;>int an

arbitrator or arbiiRton or:u!!'pirfo as, !h•. ~c.m.y re9~ire, w~o shall .ct
under the said agreement with th. Sank force .nd .rreet as if ·h. or they
had been specifically named therein, and unless otherwise provided in the
agrcem.ntth.arbi!,!\ion .shallbel1Y a singl.arbitrator...
,.(July30;;19.41'.,eh.3~k§i •.61,SiaL <lIi.)

··§6•• ~~pli~tigll~¥t~lISi'(lgtipri'
·Any application to the-court hereunder-ahallcbe made andh.eard in the

·'·-'-m,an.ncr provided bY:'·law (or,~hc,makin-g :and'nearing"o( motions.-except as
etherwlse herein.expressly provided;'. '
(Jtily30;1947; eh '392,>§ 1,'61 Stat. 671.)'

§7. '.,Wit~~~ liHore'arbitrll.tors; 'fees;eompeHinga!!end~nee
,.~e .•d>i,trai'~~rs',~~(;c~~ :~itJle~' a.spr~~btd, iri~~~_i,s .. titJ7 'or ?the~lse. or a
majgqty..."r.'t~:ern.'. :#l~y "s~.ip~on ,.i~-,wri~ill$' 'anY"pe~c>n;' to" .ttco~ before

,~~em,or,.~Y, ~r, ~~e~ '~" ''':,wit.n~ ,.rt~_!n.' --pr0Per-Case~o'bring··,,:lth him
',of,t~_e,m,.•~y_~~._:,r~~4,.;-d.c><;:u'm_cll,t.;:,:~rpaper:,wh,ic~,',rnay:/be', deemed
mate,~all$ evidence in the ease. The reesrgr sueh.ttend&llcc shall be the

•~me~ 'the fees of witncSs~ before ';nasters of theUhited SUteS courts.
S~id: s\1m'rnOflS' $h~~l', iSs~e' Inth~:, n~me" of the arbitrator-or 'arbitrators, or a
m~jo~tyohheftl,and shall be signed by the arbitrators, ora majority or
them;' and shall 'be directed. tothe' saidrperson: .ndshall be-served in the
~rTlema'nner-assubpoenas:to;appe.ar::andtestiryberorc .the court; if any
person or persons so. summoned to teStify shall re(use_orncglectlo obey
said summom. upce petition the United, SlateS district eourt for the district
in which such; arbitraton•. or ,a majority ': ofthem.,ar~:,si.ttfr1g:mayeompe I
theattendance-ofsuchperson ;or-pe.rsons.-before ,s~J,d: a,rbitr;lt()~ or ,Irbit ra­
tors, crpunishsaidperscn orpersons rqr',;~J;1temp't,.int~~:sall'1e<manner
provided bylaw, fgr,.5ei:uring -,the ... att&:r1~af1~:oC:~itp~._or _;~~eir, punish­
ment for neglectorrefusal tc attend inlhe .courts'oftbe United States.
(July 30, 1947, eh 392, § I, 61 Stal.672:.0ct. 31. 1~51, eh 655, § 14. 65
Stat. 715.) .
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APPENDIX F (continued)

§ 8. Proceedings begun br 'ib,~I,i~lId,!,i,rllltYllnd;,sei~ure;of fess~1

or prope~ty '""""", ",;, , c , '";",,,;;; ;"",' •:'Ir tff~-, ~:~ls ",o.( l~ri~ic~p_~; ~" ~"~_y~~ 9(,,_.c,ti~~:,.- ?t~c~·~~,~.,~j9$licr~:,~i~,~·--~'n
ad'!"r:alty• then.~(lt.....ths\&~~1ng, ~:"Yl~ 'n~~~teint(l tlleP9ntrlll)'.lhe party
c1!'mtng to be aggnevedmay begon hlSpro<:c~ing ~er,u~de~ byJi~land
SClzureof the vessel or other prope':!y oflhe olherparty aeeOrdins t(l'the
usual course of admIralty preceedings, and the court shall then have
ju~icti()n Jo direct ,t~epllrti~t()pr~;Wilh the arbitration and shall
retainjurisdiction to enter its decree upon the award.
(luly,~O. 19~". ch392. §t. 61 Slat. 672.),;-.. ' , ,-;., .,.,,;.':', ', -,:, , ,._,"-;'..,:.: ' .

§ 9" ,'f,,~~~; ot~rbi~al()..;;coit~I1"ali()~;,ju~~diCJiom,proced~re;
irJhc:parties-in ,their_:ag(~cn,t·hayc ;agreed:' that ::1 -:judgm~!it oLthc-.court
shall be that a judgment of the court 'shall ;be enlerC!l,uPOr!; lhe"award
ma~c ,Pu"'uant" to the,IIrbitrll\i()n,"n~s~1I11s~iry.l~,~ 't"urt,t~F alany
_;~i,m;~: Wi~:~,in:()~c, Y~f ~tl:~t,tJle_,'~~__~di i,s:$:~,CI~~~n'r p~,~t:_tQ,~~e;,,~~i~'tion
may appl)' to the «lurt sos.l'eCifie4 for; a~~~derconfirni,)~Jh~~1" ..,.~,,:.nd
thereupon the court must gnnt·s,~'~h,:',an":Ofaer.-iuli~,,,tb~','~w_~!:fis,:,,~a~·t~.
modified, or corrected as prescribed in seetions 10 and JJ,of this title. It no
court is specified in the agreement of the parties, then such application
may be made to the United Slates court in and for the district within
which such ll1"ard 1"~~ade, ,.oti"" .of th~ al'plipati(lnshaU be scr;ved
upon the adverse party; and thereupon the court shall have jurisdiction of

. such party .as!hough',he.,had 'appeared'genenr.lly, inAhe proceeding, If the
adverSe· party is a'resident,'ofthedistrict within which, the.awardiwlS
made; 'sueh'suvic:e .shallbe made upon the adverse party.or,his,allomey IS

prescribed-by law,Jor.,service :,or-n'oticc:o[rn,o,tion,in.an, I,~tio" ",in .the same
CoUI1o, If the adverse ·.partyshall bea ndnresident;lhen.thenotic:eofthe
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APPENDIX F (continued)

§ 10. Same; ncation; grounds; rehearing

In either or the rollowing eases the United States court in and for the
dis,trict,'- w~~rdn·-"th.e",._"'a_~~~·~~ .' Ipad~, ""Iy "I!'.~kc., ~n,·~'rdfr. ", va~tillg' the
award upon 'the application or any part): to the arbitration-

(a) Where .the award was procured by corruption. rraud, or undue
_:.,rneans,"

(b) Where there was evident partiality or corruption in the arbitrators,
or either or them. ,
(c) Where the arbitrato," were guilty or misconduct in rerusing to
postpone the hearing. upon sufficient cause shown, or in rcrusing to hear
evidence pertinent and material to the controversy; or of any other
misbehavior by which the rights or any party have been prejudiced.
(d) Where the arbitrato," exceeded their pOwers, or so impcnectly
executed them, that a mutual, final. and definite award upon the subject

, matter submitted was not made. '
, (e) Where an 'award is 'vacated a~d the time within which the agreement

required the award to be '",ade' has not e.pired the court may, in its
discretion. direct a rehearing by the arbitrators.'

(July 30. 1947, ch 392, § I, 61 Slat. 672.)

fit. ,~~~~i'l'O(i\ti~a'tion or, correctim);~o~~a~;ord~r
'In either or the, followilig"~,,theUnitedStates,Courtin and Ior.ahe
--diStrict:whereih, the award Was -:ri13de,'may:, mike.n order ,-, modifying "or
corre<ting,the:award, uponitheapplicationor anyipartyto the.arbitration->

"(a) Whe're -'thC:re was:.n eviden(material~misc.akula:tion-"offigures': br-·ia"
cvident::material :'·rri.ista1c,c' 'in ';the description :or,any;;:pcrson.: thing; or
property referred to in the award.
(b) Where the arbitrators have awarded upon a matter not submitted to
them. unless it is a matter not atrecting the merits of the decision upon
the matter submitted.
(e) Where the award is imperfect in matter of form not affecting the
merits of the controversy.

The order may modify and correct the award. so as to effect the intent
thercof'"and promote justice between the parties,
(July 3D, 1947. ch 392, § 1,61 Stat. 673.)
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APPENDIX F (continued)

§ 12. NQliceofmotioris to "acate .or modify;' service; stay' or
proceedings

Notice or. motion to vacate, modify, or correct an award must be served.
upon the adverse pany or his attorney withinth~ce JlIQnthsanenhe ..award.
is filed or delivered. Ir the. adverse party is a rC$idenl of Ihedistriel within
which the award was made, such service shall be made upon .the adverse
pany or his attorney as prescribed by law ror service of notice of mOlion in'
an action in the same court. If the adverse party shall be a nonreSidenl
then the notice of theapplicalionshall be served by lhemarshal or any.
distriet within which the.adversepanymay befound' inlikeman~er as
other process of the court. For the purposes of the motion any judge who
mighl make an order 10 stay the proc:«di~gs in an. aCli",n brought in the
same court may-maketn ;order, -to' be 'served with the'notice">of motion,
staying the proceedings or the adverse party 10 enforce the award.
(1uly 30, 1947,ch 392, §I, 61Stal. 673,)

§ 13. Papers filed witborder on motions; judgment; . docketing;
force and effect; enforcement. . . . .'

The pany moving (or ano~der cOllfirming, modiryi~g, or correcti~g an
award shall, at the time sucb order is filed wilb the clerk for the entry or
judgment thereon, also file the rollowing papers with the clerk:

(a) The agrcement; the seleclion or appoinlment, ir any, or an additional
arbitrator or umpire; and each written.__extension 'of th~:;timc.,if'lny.

witbin",hichto make the award,

(b) The award. • ' . . ...•. •..•.•' t.: ','

(c) Eacb notice, allida;';I, or other pape' used u!"?nan aj)plicatiorito
confirm, modify, or correct the award, and a copy orcach.ord~r .oflhe·.•.
court upon 'such an applicatlon.' . -

The judgmcnt shall bedocketed as if il was rendered in an action.

The judgment so entered shall. have the Same foree and. effect, in. all
respects, as' .and be subject .10 all tbeprovisionsoqawr~l~fin~t"" '._
judgment,ir(:an,ac,tionj a~d it may be c;nroiced,~ if ,i,l ~_a,d",t>c~n;:rendered)_n
an actionin thec.qurt i(1_\Vbic~i(isc;ntcn:o. - .
(1uly 30, 1947, chm,§ I. §l St~t. V3.).

§ 14. Contracts not affected

This title shall not apply to contracts made.prior tc.January-J, 1926,
{July 30, 1947,ch 392, §I, 6.1 Stat, 674.)
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APPENDIX F (continued)

CI:l"'~Ti;R 2.CO!'lYE!'lTIONONTHE RECOGNITION AND
ENFORCEMENT OF FOREIGN ARBITRAL AWARDS

stction' .,',', _', _c, , _.' ._,C

20L, ·',Erirofcemcnt',o(:~nYcntion- ..' .. ,_,,_:: ..,"
202;; .Alreemenlor:'lward·(.IHn'g ~nder:tticC<Jn~cnti()'n
203. Jurisdiction;- amount incOntrOvcrs)'~ "
204. ,Venue" '
20S.llcmoval :o"c&Ses from'SLItecourls
206; Ord,cr,]Qcompc! arbitration;· appointmcnto(.nbittators
207. A,'IIar~ o(:.,bilra,~ors; ,confi~ltiofl;-:jurisdiclion;:'proeeedini

208. ~~p,tcr.,t;:rcsi~~~I,.ppJi~_tiQ~

HisTOR·V;~NCILI.AR.y MWS "NDDiRECflYES

Amendments:' " '.', , " ,
1970. Act Ju!y 31.1970, P. L. 9!a368;'§!..S'St.:f. 692:, ::uendedTiile
9 by ~ddi~; chapter 2 heading and the analysis or ~tiom: rOt such
chapter.

q~~'cr: p~o,isiotlS:, ,
Can'tentian on the' RccocnUion and En(orcemen,t ()(for:cicn "rhitu:l
Awards. See uses Administrative Rules, Foreign Arbitral 'Awards
Conv:' .

§ 201. Ellforcemellt of Convention

The Convention on the Recognition and Enf~~ccment o(F~'rei~n::XrbHral"
Awards o(Jun.e IO,19S~,. shall be enforced in Unit~ States C9ur}S in
.~rda,n~,:wi,th'~h~,f,~~?tc.r. .: "":",,,.-',: _'. '
(Add~ July 31, 1970, P. L. 91-368, § 1. 84 Stat. 692.)

§ 202. ",greementor award falling under the Convention

An ar~itratior.lgrc:eI!1em,o~: afbitr~I. awardafising out,:~f ,a,legal,r~l:liion~
ship, whether -contractual or not. whi~~.,is :considered __ as: _c,9m(Jlerci,a);
including a transaction, contract, or agreement _described in.:$cetion,,2 or
this title, falls under the Convention. An"agreement or award arising Out of
such a relationship which is entirely between citizens of the United States
shall be deemed not to rail under the Convention unless that relationship
involves properly located abroad, envisages performance ~r:ellf(),rcem,ent

abroad. or has~m~other reasonable rclatio.~,.with one.oemore f()reig~
states. For the purpose o(··this" section -aeorpor~ti?n is ..:a,'chii.enof~he
United States if it is incorporated or has: itS principal place of business- in'
the United States.
(Added July 31. 1970, P. L. 91-368. § I, 84 Stat. 692.)
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§ 206. Order to compel arbitration; appointment of arbitrators

A court having jurisdiction under this chapter may direct that arbitration
be: held in accordance with the agreement at any place therein provided
for, whether that place is within or without the United States. Such court
may also appoint arbitrators in accordance with the provisions of the
agreement.
(Added 1uly 31. 1970, P. L. 91·368. § I, 84 Stat, 693.)

§ 204. Venue
An action or proceeding oyer which the district courts have jurisdiction
pursuant to section 203 of this title [9 uses § 203) may be brought in any
such court in which save for ~.h~~:<,.._~~~~.ti9rt_,,_;;~g.n~:C'n~eQ-h~I):~:-~ctiort;,~-9~:~
pr~in~ ",ith r~pect to t!'econtrov~rSY ~t",~~ the parties ""uld. 1,(
brp)Jgh.~.;otJn_;~u.c_h 'M_~:U!1:-(~rJh:~: ~~~,~ti~~::,!n~ :':~ivi~jo~-_!N~h;~~br.a~" th_~'_
place designated in'theagreein'ent ..,thepl~ce,of:'rl>itr~lI??,lf,suchplace
is within the United Stat~. '. . ' ....••..• '."',f: .' .' .... ,., ,"
(Added 1uly 31, 1970,P;'L. 91;368,§ i,84Stat.69lc)'··

§ 2113.·. Jurisdiction; amount in cQnttoyersy.. ", " '"
A~ actj~n or proceeding f~lii!,g under the):~>nvention sh~I!..~ .dCl;m~ ti
anse. under the laws and trealles of.lhe,Unlted States, The dlStnct courts of
tli.UnitedStatcs ~includin'i th~ c:Ouits~um.rated in .seCtion 46Ci'of tide'
28(28 :USCS § 4§O» shan have origii\at:jiJrlSdictlon bver such'an' .'ction or
proceeding; regardless of th. amount in,x>ntroversy: ",'" '.','
(Added 1uly 31,.1970, P. 1.: 9.1·368, § I, 84 Stat. 692.)

: - ',", " . . - . - , :;'," .' - "

APPENDIX F (cpntinued)

§ 205. Removal of cases {rom State courts

Where the subject matter of an action or proceeding pending in a State
court relates to an arbitration agreement or award railing under the
Conventiori, the defcndant or the defendants may, at any time before the
trial thereof, remove such action or proceeding to the district court of the
United States for the district and division embracing the place where the
action or proceeding is pending, The procedure for removal of causes
otherwise provided by law shall apply, except that the ground for removal
provided in this section need not appear on the face of the complaint but
may be shown in the petition for removal, For the purposes or Chapter I
of this title any action or proceeding removed under this section shall be
deemed to have been brought in the district court 'to which it is removed.
(Added 1uly 31, 1970, P. L.91·368, § I, 84 StaL 692.) .
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APPENDIX F (continued)

§ 207. Award or arbitralors: cClnfirmaljon;jurisdiclion: proceeding

Withilllllre{ycarsafte. a~.rl>itrala.wa'd fallirig und~U!l"C::!lnve.nlioll is
m~de,any p~r:ty ..to .lbe.ari>itralionlllly· apply to any eou'lhaving
jurisdicli!lnund~~ lh~~~aptcr(or an>or~erC()n~~ming the awa,dlS
against any ether pany tothe.~ri>it~ati!ln,.JkC<l.unsballconfirrnlbc
awa,d unless it finds .one>or the gr~~~ds ror refusal or dermalof
recognition 0' enforcemenl or the award specified in the said Convenlion.
(Added July 31, 1970, P. L. 91·36g, § I, g4 Stat. 693.)

§ 208. Chapter 1; residual applicatioll

Chapler. I applies to actions and proceedings brought ueder this chapte, 10
the extent that chapter ~ not in conniel with this chapt.cr or the Conven·
tion IS ratified by the United States. .
(Added July 31, 1970, P. L. 91·368, § 1,84 Stat. 693.)
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114.. aDclCT til. act ai' JiarCh I. 1I'n. .. .'-
o ItlO lI,. t.I:I~ )I'.t~nc Otau Socll't7.

-57-

669



• Arl101d,\yhlte &.Durlcee:n:ou.~n.Tex.U.
•• In'tel CorpOration, stLJ;lu,. ~l~.C~,lif~rni~.

-337-
-S8~

APPENDIX G (continued)

IlESOLVINl, PATENT IIlSI'IiTES
nY~ ARnrrIlATlON:~

AN AL'I'EHNA1rlvE'TO
:: ,;LI1rIGA'l:i,ON',

\. -~;':., ':,~,:\ ";',

C,:~,",: i;:~,j
,::.<~.

~" :C';;:

Paul Janicke.. •
/loger Borov~v ...#,

1. INTRODUCTION

'1'0 resolve n potentially cornplex patent infringement
suit with minimum busill~.ss diEfruptiq.ll liI\'d expense, we
recently represented the two'lldversei·.parties in an arbi­
tration proceeding, W;ewrot.e ,0Ifroym,r~les of proce­
dure, incorporating tbe~ into'a p~ten~liFevsewhich was
«xccutcd before the arbitr~tion. be~an.~hell Oil Com­
pony was licensor j lrit~l C:o'rp()ration;iW~s.Jicensee. Tbe
case involved semiconductor memorypntents owned by
Shell. .Some of the royalties due under the license were
contingent upon the <nrbitrntor~sinfringeI)Tent.rullng.
Other royalties,for.nnndmittedly infringing second
product, were payable: regardless of the'n.rbitrator'R
ruling.

Intel had deterr9in~dt?forcp~th~.l~llry9fa.yalidity
chaJlenge-undernli the circumstances, it I'iwply wasn 't
worth it.

On i~he unresolved infringelIlent·.. issue,thenrb.itratj0p.
proceeding. was qnick, inexpensive and determinative.
All judicial. reviewwas :Wllived ill advanee.v.Dlsruption
of the parties' .buslnese.vtbe-Iargest.nnd often the. most
unappreciated cost of modern patent litigation, Was

IDini~~l. ..'."i'; .... ...... ". ... . r..We :wilLgi,sc\lss .Uleooncepto{.··'piringiRllr(>wn..
court," enddescrlbe.how it worked in !ictualpractice.
The subject of enforceability of future-disputes arbitra­
tion elnua~,s in patent .cases will~lao be. treated.. FinaJly~
we wiJlvenlure some predictiona.aa to' the kinds of pat,
ent caseswheI'eili il.rbittil.tionprocedurewilllikelybe

future.by.par:ti;esw~9:wqllht0~h~l"7
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.10" n'i1.1 0[.111,,·1'".'"",.()H"·,·· S 'H';"11/

Shell did' hot. "

I L.A' .{'ASI·:;·I IIS'!"',,,,

A. 8f,dL'sLic~"singl>r:'!/Jn1.11l

During the latel!J60s,Slrell@iLCoJujHtIlYallcrllptt"d tu
devl'lop nlnrgc,high-specd computcr with Ihtsofmem.

'ory tomanlpulnto data.generated by seismiccxplorntion.
. Dllring seismic (,xplorntibn,explosi()n~D.rl.'setorfat
.multiplc points around ·n potentinl·oilfiel<L . GalculatioDI<
ftom the ..resultant seismic data Cri~hl~cipCI.tsfodeter-
minejbcpcssibilltyo! finding oil or gas. .'rhcsecnlcu­
lations require the storage andirapid manipulntion of
massive .amounts of-data.. ,. Shell correctly concluded tha t
e:.tisting computers did nothnveadeCJuaf~tnndorri-a<;lCCRS­
memory(·mAM'.~)to do the job.

SheiL worked to developlo\v-cost,high-spccd'fnnd?m
nccessvserniconductor memories,'. ...• Although the' overall
project was eventually.' terminated, Shcll'obtri.ilicdinbre
tllnn :Wpatent.sinthe semiconductor 'memory field.
Since •. 1972,8hc1l .offereddicenses onvthesc patents to
ullcomers. .

Intel rcceivcduIottcr ill September 1!J72oUetiug a
license. Correspondence-between Intel and -Sbcll C?ri­
t.inucrLuntilNovember1973, Intelmaintnining' thatthere
\\:lIS noInfringement. In 1974·, ShellliccnseclIBM' on II

paid-up bnsis.Inmid.1977, Shell sued Tcxa~ .Instru­
iuents, Inc; and Mostek Corporntionfor infr.ingcmentof
two oft.hcpatents.The suit against Texas Instruments
settled early, when T.I. took n license. The Mostek suit
('(111 tinued.but wasalso settledbyaIicense inl 979.

H. 'rh~Prpcceding~ Betl.licenSh,ella.n:d Intel

Shcll had not recontacted Intel between 1973 and 1978,
lind Intel's RAM product line had changed; In Octcber
1978, Shellfirst specifically called Intel's attention J9
the two U.S. patents 3,514,765 and3,678,473which.werll
in litigation in Dallas with Texas Instruments and M()s~

tek, Intel in early December 1978 that itb¢c

mr-et with Shell to discuss the mntter.
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Juvu-, :LfIo"J(J~ J"'Ol.,Ji:.!:.'"A" t.:';"

,,,,,I~ III Illld's letter but, i'u,slead' ,filed sui t ill Du llas.
I IIII'I was served nil Jllllll"ry, ~:t,I!Ji!l, ',' Br .theu, the
'I'<:xas Instruments suit !IAube'en settled. f,ilt Ihl' Mostek
'1}i I W i!s.sfill ,pel!l.!illg fill' tllcSClllnc'courl. ",

""'.l(Jut, a. \VHekl!fler"suiLwns filed,l(ogel' BO'rOVo)',
,III lelts. ~·)ce.gresid('n tandGcncmlCulIl1sel, enIlecl'l'ed
,II il'per,.themcmber" ortheSLelLPa tent liepartmcnt 'in­

,1'()ly\-,()wHp tbc.semiconductor patellts:Hil'her: ci:tplil'iMu
I hnt, t~csuit:hlldto,heriled to.stop Iutclvsstnted laches
defeJlse. He lini.!! tbnt;Shellstillpreferrp.dAo 'Mgotinte

'1' l\cegsc,\vitb,Intelundcrthcpatents,"
Thi~,wa~.th().time Jh¢ rncgotia tlcns.wcrc-thc.ruost-fru­

,:;i le, FromIntel'sstllndpointr there '\"'er<"tw(j'!-'eIUo·
tionnl" issues: (1) Sbellwnsilotils'crriiconauctor,com.
1'l1llYnn!l,IIlLel .bcllevedfbutan-cib company -shouldn 'l
"fish ill its;;pond'" ; and (2}ShelL'sfilingsuitwithout
response ;to,lnt'el's I ~:fricndlyr".f laches" Icttcr.was-down­
rigbt nasty, For!un~tclYllnteIproperJy~eeidecltoig~

I,M(' ,mnotion~l\nd.tonegotiate,rntbertban .fo hcntvup
II,,· litigation nnd possibly build n big-goer wall between
IfH·r)(lftie~. i(}ertainly.~hell's nssurnncc-fhnt. the suit
W'l~ toprotcet-ngninst Jacheswae.hclpful.

rill'- fir;;lfnce,!o-fnce .mcefingwns.nt Sbell's headquar­
terM inHoustononFebrunry ]5. Intelrnnde. nn vinitin!
offer·fli take il paid-uplicense. Shell rejected-it.
"Theseconu.mccting was at Intel's ihcndqullrtersi II'

:-;nntaClani, CJIlIifornia·nn March J: A~nin .therewerc
"ffers.u ndcounteroffers.

By tht.t.hird mccti'ngowMarcb26 in Houston, the
dollars wm\~()ny%~ing,slIfiicie,~tly.L~llt.it nPPcll~cd to
both sides thatnn agreement was possible. Thr. stum­
bling bloek-tongrecmentwns that-Shell.attached aver)
large royalty rcquirernent.toIntelsdK'(40!J6-hit.)RA.Ms.
Botb.vaides ngreecltbese devices didn't infr'ingetonerof"
theJwopntcnts.. and 'Intel believed they didn't infringe
the other; Agreement was rencbed-onnnapproprtatc
ll:lymenlfor tl.pllid-upJkense Corollof.herIn/al RAM~;
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J ournnto] tti« Pili,'''' O!!iet,'Sw;"I'1

. 'C'ThcA,.lJit,.ul;Ii,i .ldcu

-: At '1I1i~. point, ['ulllJanicke, .wbo represcllt!-'~~bqll',I"
nllth reo In ws,Ui,~s,llugg~~ted that if~bc,Qn!YII nresolvcd
issuewas the inJrillgem~t;ltof one.pntcntby the: Intel4K
I~,AMS,w,qy.nQtgQ.to the.)'udge in .Dnllas.lI'Vil try}q~t
issue .ulono, perhnpa.evcu., incbam~crs" .BQ.rpvpy·sug­
ges ted .that,thoprocedure.bc eY'cne"asier:),Yecoulu.ngrc.e
upon nn arbitrator, preferably a rep\ltable.lleutrrilpa~cnt

llt.tQrncy,anq illfQrmnlly te.kllthcjss~c,tQ~im,. "Janicke
Ji,kc,d,t1Hlfldc8 a!'idagreeq.t'(j.s,':lggesiit tp bis,clicn,f },t
~ccP'!rdlike ane,xceIl?ntway, ~obllvClln" earnel>t1y.fQugJit
hMUc,~t!t 'rHhQutthc, cQ~tsnrid disrIlPJi,QnQfJitig;\p(jll.

Sbell agreed, witb only' t,vPIllino~ a!!,~cnda;Jlfrr:~~
arbitrlltor~bQllld,be,agreedtlPQnandn~medRrior t~
executin& ,tbe" 'llcensei,alld,(2) ,disc~Yc~YBroccdl1rcs
sbouI~berIexibIe,.l>otblltnpbodY'vo~ldbe f(jrccloscd
frQITI prcsentingeyidence. . Intel agreed. 7 Tbc,lidensCl­
",assign,cd. .A copy of the ~rbitratiQnproyisiQnS is in­
eluded as Appendix AberetQ.; '. ",' • ,,'.'

In nddition, counsel further .agreedby letter

(1)tbattbecparties 'IV(jtlldsplitthc,e.rbit.rator 's fee
regardless Qf outcome . " ., "

(2) that therewould be.no review.or appcalrnud •• '"".
,(3) that nowrltten. opinion would bcrcquiredofthe

arbitrator,

Tbe arbitrator need onlychecka box' 'Intel' 'or"Shell"
and jJythe single stroke of a pen, cause or prevenHbe
paymentof abQut$500,OOOI

Sinc,e ,In£el·. &&,reed. not to ,contestpatentvalidity,>it
insisted that tbe arbitration be restricted to" infringe­
ment Qf a single claim (tberewere two claims indispute).
Shell wanted tQarbitratebQth. ,·TQresQlve.thisfinal
impasse,.Tanicke and Borovoy agreed that Shell could
take 'a deposition of an IntelengineerwbQ knew the
product in advance of selecting tbe claim, and make its

-election ,later, based upon a .ful]. technical understanding
of Intel's 4K RAM.
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Tile license ugrcclJIcnl wa"s!~Wctl,o,ll" AI,,}, 1, 1979,
I'ro~idil~g forimrncdiatc 1"a~lncHI on ,tlH',op.."cdrnallcrs,
und fornrhilratioll of the, rernnining iufl'inl;emenl jssue.
'Thc, liCens,(' was •• uurcstricledn~ld," paid:up "(subjcctlo
thcarhitraLioll,oll~oniC). ,. HaICoopcrrof ,Vlcvclan!i,
former patent"trialjudgepf' ~he,CouTt,.?f Cl~ims,was
;'clect~d 'as u~!>itrator.,Neithc,rb7norhis lawfirrnhad
had any •dealings with ;Shellor" ItlteLHc had no back-
.s.:roundin electronics, , "

A'rlajo~we'akncss' ofrnanyr~rbitrati()n '; stl'ueturcs; ill­
;cl~din~,that oflhcAmc~icall Arbi tr,ation Associntioll,
Ii; .tbutfhenrbi trators Ilren'tll~ifeno?gh. ,'lV7 llR'~eea
to pay Hal Coopcrb.isfunhourly~atc." It wns m'Oney
w.ellsllent(totaI bill $7,000 )'<, ,,', ,,.;, .,

" , 'l'hfla.rbitrat\oIl 'ff,as to;!>e h-lllldle(IlJ1uphl~e nnappeal,
~~l!rnittedcndepositlon transc~ipt~,briefsllndoral aq;u­
Inent, 'l'oe parties ,agreeq liv:e,'"te~tilJlollY"Wllsllllncee6­
S/lryallq 'ffasterulfor re~olyillg the issue at hand: Tbere
was no doubt what tbepateIlLssid;ll,!lq .tbere wusno
doubt bow the Intel RA.¥" worked.' ,

At this point~ the confidence bel\~eenopppsing counsel
was 'sufficientthat no formal discovery rules were needed.
A cop-yenient discoveryschedulewas workedout. It was
uIld~rstood tbllt, the' discovery would, be liIllited to, in­
fringement.' , Prior art was 'to be' consideredonly insofar
as it might affect the doctrine of equivalents. 'Botb sides
wO\lld keep the discovery, expense toa minimum, but
could take wbateverdepositions tbey desired, Each side
would hire its own expert. Intelwould.take tbcJesti.
mony .of the, inventor (no longer employed by Sbell).
'I'he ,la'W}'erB jointly requested his testimony and agreed
to split .hiaconsultingfee.

The Federal Rules of Evidence were to apply.
'I'he ibriefing imdhearing schedule was agreed upon

by theparties, in conlerencecaUswitb tbearbitrator:
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.10",..,,,,1 of the Patent Ol lu:«: Sor.;,-',/

Il. /I '/It.' " /1""do ,-d ()" I

tl ) /)iSI:ut",,..,/

,1)cPPNili<1l1~wcrc,.lal~cll a~c()rUi"~.LO tlw I'};',-,ug-r\',cd
,,~hcu.lI,lc': / Bcl'ore tlw Iiccnse and ,lJrbltraLtioniL¥"eeUlcn t
~\'us .lligncu.eri.<;hlli~le ,h.ndnlLrned thewit.llc"~H~i,l in­
tr-nded to depose. Dates were ~~leCted Inler"hnRclI,nll
1I111~unl convenience..., Ellch ~idcre~Hrv,ed}herj~h~ to
take nJditi(wal(leposition~,orto re.ex~J1linc.Jlr(,yio.'~~ly
deposed, witnesses, ifit t4qp!;hft/lat lYl\sdc~irnblc. , It'
,things turnedout, nei~herside,pc,eded"totnkl:!LIlY fur~ll,qr

depositions. Onceyouknew pow" u productwor~l;l,' Y;qu
dQII 't .needtnuch.elso .for evidence oC;irifringeml:nl.or

Ilon.infringemellt. " """, '.'
Cour treporterswerceugaged to ,tlJ\(e thptestirn~lrIY.

and totranscribej,t in.tbenorn:tnlrnlLpne,r"ca,ptiolling
euchtranscript with,' In, the)faUqf oftllc.",rbitratioll
('oncel'ning U.S. Patent No.' _u_.,..,.."Thc Rigncdtrar..
ser ipts were filed with the arbitrntor. ., '.".

WC' had thought of the, possible problcUlofllll'illll'yr.
luIItnon.party witnesswboJor,some 'ren~OIl'\VIl.SIJIl'

wiIIinS' to-tes tify, ',.'cA.Ithou?,h,thutsitunti?ndi~l not.ur isc
il,IOU/' ease,thcplan WUR to persuade tpe\yitllcssJhl1liJ
t hcnrbitration could ,not he' successfullyconclud~(LI,,'­
cause-of his unwillingness to tcstify, ":t'wouIClhnveto
I!0back to Iitignting in the district courl,wherellP?nhi~
ntteudunccwouldbc compelled. .s . '"o thong-lIt (hnt "'(llIm
pCl'sundelllost witnesses. " '. , , ,.." •

Although we did'trealize it at thctilU<:, Ihcl"cdcf'l1
Arbitration Act,' which controls voluntary nrbit"lLtion~

in cases involving lnterstuteor fon,il,,"npCll)lmcrcl', :.:-i"c~

a private arbitrator powertosummo~witnesses,lo,al­

fend a hearing before him, much in thesame manner us
a subpoena for appearance to testify ,before ,11 courtl
Violation of the arbitrator's summonssubjects the wit,
ness to court sanctions. , We, could therefore have ng-reed
to-have the arbitrator present at the testimony of.an 1111­

\Villinjf'Witti'c-'ss;"'nncl"!he reby c'compcllclhthl' ··witn (,~~"",o

I 9 U.S.C. §I et seq.
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./11'111'. IY"./}. 1"01. Ii:!. Y,J I,

Il',lify.' 'I'll nccorumoduu thc pruc"dur!) lptllt' ,nil,',
lor. su hpucnns f'!r court teslimony, the arhitr,\torwould
,.,,,,1':,.1,1)' h.ivc h'IfI(jJII<;ar thclcAirnonynt.a place with.
'II IPllu,il,'., .. C)f th •. ;wi.tnrs~'rcsidence..• 'l·hat.woul(r ha~l'
I,.",rif.illy II minor burden :Inti 1:!iIW"sl'lII)di-rihceil"

.',:'11 n:';~:l;_lIIS{;'~_:. .::,,:.', '" ':<, __.,,:,: ';;-' ".::, :' "'_~ '/ "" " "',',,'

11,lien~rarhitrnlorsubpoelulSu!.dc. tIll) .F'cdernl
.\.. hil I'/,tiou.,Act ('rillc. !l,U.S:C.): wcdonotbeIie~e 'thn l
a "r f().I(lr~1 jUcl!{r.tod~y\\:(>uld. hav~ the slig-htcsto~jc".
'.;~nl0:t 11o,,'.; nl'(. ~hep~rti!lsto. conducttheir o\\·n. t"ialof
Ihe ,uierils. of .the cns~,~i(ledbythe con rt'r' discover;
I'o\\'r.r~~ especially si nee nrbiIralio!. is II f IIvo rcnl' as ;,
Illlltt.ernfpllbIic. policy,'und is. stnt~tbril§nulhc\riz8d,

.'1.'hr·)~.~dC'rnl Arbitr:tlionActproviqe~Jorl~e, co~rl.I"
h"y'·JiWite.l;~lIpervisory powers over tliCllrbitru;ti~lI
"r().,cvdings,· for conrl ordc~s corfi..rrrriry,t; a rbitra tioll
awards upon npplication hy any:p:lrtYto.th~ a.rbi'trntion.'

::~ :9", U:S~C:-:§7: rerids::DS' (ollows:" --, "":,: ,:,,_,,:; ;", -', ,
_'_~:Thc:,:nrbitr~tt?,rs$clccted .cither Rs,:·prcscribed:in thi~}i,ne '_or: other­
\~;sc._ or B m'ajorit! "of ~cm.maY-,summ,on-"_in" writinrt·any: person .to
httr:nd ,:be.fore:,them'or,.anyo! ,thenr'Jl's- a ;wiJn,css.~nd :i~ ',8 .prcper case

":lp _;~rj~~,~Yi~~: him"or(:~hcm:_ any book•. r~CCl.r:~", doc:,um~nt,_ or "paper
wnidlmay be' deem,~dm'ntCrhil-:as c,vidcnc'c)n'thc c.."tse.,·:The" fees for
such -.attendan'ce shal!: .betthet same' AS thcfees of,witne!~e_s,:be!orc
mastcr~_:of'thc::U._nitc~ S~t.e:s __ courts.SaiA summons shall.-'issue in'th,e
n~c ·of the arbItr,atoror arbitra,tors,or 'a'majority'of them', ;I\nd
:-.hall :be. directed-to: thc',:saidperson o.ndshal1',bc "servedin:th~sams
;ITI~prsr.:a~ ,subpC'OJ1as ;'~Dp'pcar ,8!,!,d, testify before the court: if,any
person or persons so'summoned to' testify' shallrefuse or; neglect' .tc
obey said summons, upon petition the Uni~ci" :S~tes dis~rict"c(J,urtJar
the ;distric~ .in which such erburetors, ,pr - ,ll.JTlajority.of: them,., ar-c
",i~in~ n;ay' compel '~~'D.ttcn'dancc'Of'. such "~rson "cr persons before
631d, arbitrator o,rarbltrators, or .:punlsh' :BBld: person cr , per:son~, lo,r;
('.()fl,~cmptin:the~tlme,tna,nner J:!royided by. law lor securing 'the at-;
tcnde.nce ofwitnc!8es or their punishmentfornegteCt or, refusal to
attend: In-the courts ,of theUnitcdStates;"

3 G.I~v.• Libbel'"Owens"Ford Glass Oc., 376 .F.2d711(7th Cir ..
1967) : Amoco Oil <::0; v, Oil, Chemical &: Atomic Workers Union. 648
F.2d 1288 (7th Cir; 19741. cert.cl<ni~d, .43l U.S. 905 (1976) ; Hanes
Corp.v. Millard, 631r:.2d.685 (p.e.. Cir.. 1976): Coenenv.R. W.
Pressprich &:Co.,453 F.2d1209 (2d Cir. 1972), cert: denied, 406
U.S. 949 (U72). .•..•. .. .'

• 9. U.S..C.§5 provjdes for th.e court to name 0>" arbitrator if the.
parties for any ~asonfail to do ao; 9U.S;C. §7 provide, for court

-'i(aricti'b·ns·''f,·trg·aitfBt~'·wltnene-I!f'"':Who",ofa·HTto~··~obey:,',;:,th~'"·~a·rbi:l:ra·tor}'8~·';SU~---­

poena to attend a hearing; 9 U.S.C. §§10 and 11 provide power for
the court to correct or vacate arbitration awards under eer-tarn nat-row
conditions. discussed infra.

-343-

-64-



APPENDIX G (continued

.Journalof· the !'ili "'111 bfliF"'~;'''irt!l

alliin'r .jqclglilcnt lobr.cntl'rl'd on.'il.i"irUitrator'ideci.
SiOIL· ..TJ\erdore, the p~Il'.Ie!1cy .~iJil fl'dsi'llaflionfol',; n­
frjn~fin:C.,jt isin no wayuhimp'edili)""lt()rc~oi~illg .111"
i~s.ue~ brnriJitrlltirm. ..,.. . ..

(2), Setcctiono]. Single Claim andSi1lgkProtlucl .

.As men tioned •• llbov~,ns··oije.orth:~onditi~~Rf o.r"'~r-hi.
triltion,She1I hnda~reeqto; selecI n ~ii)91~clni~frorn
its flaten.rand .n. siJlglelnl~I~J{J.tA.H:l~ represcntntivl!
of infringenumt. Onn related topic, itwas ~l~o a~reell
thll~In~~I.would early-?n ideJltifr.: the prior-llrtrefer·
cnffs;! ~yould relrupo~asaffeft.in~the illWfuLcCJuiva;
Iencc sc~pe of thecla.irnfh.osen by .ShelL ., ,... . , .: " •

TIles.e. bi~di~g ~lectionsof cIllim, proclu.ctaildp;iornrt'
represent yet another example of., the Tl~cdfornbnsic
motivationnnd inte~tionofthe a.dvcrsarypnrties nnd
nttorne~s!~~onduct.tbe arbitrationcxpedi tiollsly.\Vi tho
out ~~cbnn intent in both parties, it is o~,. feelin 9 tha.t":m .
arbit~ation. proceeding, .likcn federal lawsuit, can easily
get .out of hand .and bog cIo\vn. illdisputesnbou teontcn­
lions and unresolvedprocedural details

(3) The H caring: ,.& Shortcut to 4p.pcal

As previously explained, the parties decided to letthe
hearing be procedurally similar to an appeal, with 1\11
the evidence reduced to deposition transcripts, nnd for
the case .to be presented on briefs .and nrgume~ts of
counsel. In fact, this is also the way most patcntcuscs
arenctually decided today at the clistrictcourt level.
Typicll.l1y, "t.rial"in the district court. is little more th~n

a rna.rsballingof the evidence. The juugf seldom-uri­
nounces even tentative views. HeorcIerspost-trial
briefs to. be. filed during. a period .ofsevernlrnonths
following trinl. Aiter briefing, a hearing date is set for
argument of tbe case. That post-trial benring corre­
sponds very closely to the hearing held in ourcase in
CIevelancl,.b~f9r.eHa.L099per· Thg,!i1a.iYl dij'fcrepce i~

.9 U.S.C,§9,in!m, n. 19.
• 9 U.S.C. §is, in!r4, n. 19.
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I h"l / \lPI",rl~as l~~qtllinc~ profcss"J1lill",y,I~I""s tll"rt
furt", illi nlZ.lo ugreein IIdyuncc)Qa till,;' I ,'~"I i"\lr rqn­
""I-ing', his 'dccillion_<TilelimitwlI\:!(l <Illys,ifl,!r .tll~
"cai-ilig if possible, but in no' eventmore thanq9'tl~)'s'
aftcr the hearing. (We had the decisioniill,hliut 30
<Jays,) 'Federal· judges,. appurently-becauscof; the press
or.9tberlI\ntt,ers, ..usunllygivq tj:W Pl1 ~ti~R ~Qcl~q as to
lI'ilelltllqir<lll~e'rillbe. deeidell''l'lierellre wesently .11.':
"lIlIlbcr of p~tentClnseswhiClhy.;fr;e}!llly brieCqd~~d~r­
IZueda. !Jc(lr or. ",arc ago,' lind. in -.yhicli nollqcisionhll-<'
vetcome down!' ... ' .:...•. ' •.. ". .. • ..•. >'
. Thc.illcchnnicso.fconductinli. our .. hear;ing\Vqre·.olllY
slightly differen trr;?l~t4qmeSb!l~ic$enc.quntered.jn the
typical.post-tri~l hearing in .lldistrictcourh •. 'I'helliC,"
fcrence was.thattherewas no timerush on the.l\.rgulnenL
Ellqll' siqc, hade~.tilIlnted it might takeabo~t!ln.hour'
to present its. case, but .wchadngrqed with Coo~cr to
take.nIl the time we. wanted (a disti. l1cf advantage of
employing a capable profqssionalandpayinpbiUl bis fU,11
hourlyfcc). 'l'he he~ring, withquestions by the arhitrn.
lor, took about one and one-half hourspcrside. This
gave each side the feeling that they' were not being
rushed, and that the arbitrator was interested in bearing
and. understanding the parties' positions OIl each point
in controversy, ,

Extensive usc was made of visual aids bybolh sides
II t .the hearing. ,

The arbitrator had been provided with each party's
brlcfprornptly after service thereof on the advcrscIJarty.

m •••• Hc-tock-tbisopportuaitylostudythecasc.znthen.thor- _
oughly before the hearing. Thisin turn enabled him to
ask .a number of pertinent questions at the hearing, and
thereby gain a .fuller understanding of thepositionsof
the parties on various points of fact, tcebriical jargon,
and law.

E. Decision

X·deci'sion\vas'renacreairi'itbrnrf"lener'fi'ofirtlnrarDi~"'­
trntor about 30 days after the henring. Thepartieshad
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determined in their original rules Cor the arbitration thllt
110 formal written opinion should be rendered by the arbi­
trator. This stipulation was made partly to save time
nnd money. but also partially on the ground that the
parties wanted to discourage each other from the usual
nit-picking indulged by the losing party when a trial
court opinion comes down. We didn't waut to stir up
the emotions of the losing side by a long rationale, or by
detailed findings, both of which are subject to intelligent
debate even with the best of decisions.

Cooper ruled for Shel~ and Intel paid the agreed
royalty.
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