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PAUL D. CARMICHAEL; PRESIDENT; PIPA

OPENING REMARKS

LADIES AND GENTLEMEN, PIPA~EMBERS, GUESTS AND

OBSERVERS, WELCOME TO TUCSON AND; THE 20TH ,INT~RNATIONAL

CONGRESS OF THE PACIFIC INDUSTRIAL PROPER~>ASSOCIATION.

THIS CONGRESS IS PARTICULARLY :SIGNIFICANT FOR A NUI>1BER

OF REASONS:
FIRST, IT IS,THE 20TH CONGRESS AND THE 20TH

~IVERSARY OF THE FOUNDING OF THE ORGANIZATION, AND AS

SUCH, IT IS A TIME. TO REFLECT ON THE ACCOMPLISHMENTS OF THE
ORGANIZATION AND TO RENEW VALUEDERIENDSHIPS.

SECOND, ,IT '.IS ALSO, A TIME,TO ,: PAUSE AND, CONSIDER' TliE

DIRECTION OF THE ORGANIZATION FOR THE NEXT 20 YEARS/AND

INTO THE TWENTY~FIRST CENTURY.
I WOULD LIKE TO COMEBACK AND DISCUSS THESE FIRST TWO

ITEMS IN: GREATER DETAIL AFTER POINTING OUT'A'FEW OTHER
REASONS ' WHY THIS PARTICULAR CONGRESS IS SIGNIFICANT.

THIS CONGRESS FOR THE FIRST TIME. HAS OBSERVERS AND
ASSOCIATES PRESENT., FROM' TAIWAN AND CANADA. I WOULD

PARTICULARLY LIKE TO EXTEND A WARM WELCOME. TO PHIL ERIKSON

OF NORTHERN,TELECOM LIMITED OF MONTREAL, CANADA; AND
MR. SIMON LEE OF ACER, INC. OF TAIPEI, REPUBLIC OF CHINA.

WE ARE MOST PLEASED 'THAT YOU COULD JOIN US. IWOULD
ENCOURAGE EACH OF'OURMEMBERS TO MEET'WITH THESE. ,OBSERVERS
AND ,ASSOCIATES AND, SHARE WITH'THEM THE :SPIRIT AND

FRIENDSHIPOF·PIPA.
THIS IS THE FIRST TIME. A UNITED:STATES'CONGRESS HAS

NOT BEEN HELD .IN OR,CLOSE TO A MAJ,OR CITY. THE

CONSIDERATION HAD ALWAYS 'BEEN THAT IT,WAS IMPORTANT TO BE
NEAR A MAJOR CITY FOR CONVENIENCE.,OFTRANSPORTATION:AND

ACCESS TO ' ASSOCIATES' AND" PATENT OFFICES. 'ATTENDANCE. AT.

ATTENDANCE TO DATE AT ANY. OF OUR INTERNATIONAL CONGRESSES.
I AM:SURE.THE:INCREASING:IMPORTANCEOF INTELLECTUAL

PROPERTY IN THIS COMPLEX/WORLD WE. LIVE IN HAS HAD'ALOT TO

DO WITH THE SUBSTANTIAL INCREASE IN ATTENDANCE THAT WE ARE
SEEING THIS YEAR.
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THIS VISIT TO TUCSON GIVES MANY OF OUR JAPANESE

MEMBERS AND GUEST, AS WELL AS A NUMBER OF OUR AMERICAN
MEMBERS AND GUESTS, AN OPPORTUNITY TO BECOME ACQUAINTED WITH

A UNIQUE PORTION OF THE UNITED STATES WHICH IS RICH IN
HISTORY AND CULTURE. YOU MAy NOT BE AWARE OF IT,BUT

ARIZONA WAS THE LAST CONTINENTAL STATE TO BE ADMITTED TO
THE UNITED STATES IN 1912.' AND 'AS WE HEARD LAST NIGHT, THE
S()NoRAiDESER.T IlAS AUNIQUE ECOLOGY. I THINK'yOU WILt ENJOY

:rHE TOUR OF THE DESERT MUSEUM, OLD TUCSON AND THE AIR
MUSEUM THAT IS 'PLANNED FOR ' THURSDAY AFTERNOON.

ASI MENTIONED BEFORE, 'THIS IS THE 20TH CONGRESS AND A
WATERSHED POIN'rINTHEHISTORYAND LIFE OFPIPA. ITISA

TIME FOR LOOKING BACK AND MAKING JUDGMENTS AS TO 'HOW WE
HAVE DONE; AS WELL AS'ATIME,TO SET GOALS AND DIRECTION FOR
THE FUTURE;,'

WE WILL HEAR LATER THIS MORNING FROM MARTY KALIKOW AND
ONO':'SAN;WHOWILL SHARE WITH US SOME OF FACTORS THAT LED TO

THE FORMATION OF PIPAAND ITS EARtY STRUGGLES. ALSO, AT
VARIOUS TIMES DURING THE>PROGRAM WE WILL'SHAREWITH YOU
MESSAGES FROMPAST PRESIDENTS AND AWARD WINNERS OF PIPA. I

THINK YOU WILL BE IMPRESSED, AS I WAS AS I READ THROUGH
THESE MESSAGES, WITH THE DEPTH OFFEELING'THESE LEADERS OF
OUR PROFESSION TN 'BOTH COUNTRIES HAVE. FOR THIS ORGANIZATION
AND ITS MEMBERS.

PIPA'S MAIN PURPOSE IS TO BRING ABOUT A'BETTER

UNDERSTANDING AND APPRECIATION OF THE INTEtLECTUAL PROPERTY
SYSTEMS OF THE UNITED STATES"AND JAPAN; ,YOU WHO HAVE BEEN

ACTIVE IN PIPA AFFAIRS OVER THE YEARS AND ATTENDED PRIOR
CONGRESSES WILL FORM YOUR'OWN JUDGMENTS AS TO HOW WELL THIS

PURPOSE HAS BEEN ACCOMPLISHED, BUT I SUBMIT IT HAS BEEN
HIGHLY SUCCESSFUL. THE PAPER PRESENTATIONS AT THESE
CONGRESSES, THE CLOSE PERSONAL FRIENDSHIPS THAT HAVE

VISITS'TO THE JAPANESE 'AND UNITED STATES

PATENT OFFICES HAVE
OF THE DIFFERENT ,INTELLECTUAL PROPERTY SYSTEMS OF THE TWO'

COUNTRIES AND TO OPEN CHANNELS OF COMMUNICATION THAT PERMIT
RATIONAL AND FRANK DISCUSSIONS" AND SOLUTION OF' PROBLEMS.



IT GIVES ME GREAT PLEASURE
INTERNATIONAL CONGRESS OF

TO TUCSON.
20TH ANNUAL

WITH THE IMPROVEMENT IN COMMUNICATIONS, OTHER
TECHNOLOGY AND TRAVEL, 'ONE MIGHT THINK THAT THE NEED FOR AN

ORGANIZATION SUCH ASPIPA IS BEHIND THE TIMES OR PHASE AND
THAT IT HAS OUTLIVED ITS USEFULNESS. NOTHING COULD BE
FURTHER FROM THE TRUTH. THE TRADE DISPUTES BETWEEN THE

U.S.> AND JAPAN, THEROCKEF~LLER HEARING AND LEGISLATION IN
TIlE UNITED STATES,THE:,RISEOF THE NEWLY INDUSTRIALIZED
COUNTRIES OF TAIWAN AND KOREA IN THE ASIAN AREA, THE FREE
TR1\IlEM>REEMENTSBETWEJ;:t<THE U.S. AND tANADJ\,THE)3ATT

NEGOTIATIONS, THEWIPPPATENTHARMONIZATIONAND OTHE~

CURRENT INTELLECTUAL PROPERTY ISSUES CLEARLY DEMONSTRATE
THE NEED FORPIPA NOW !\ND IN THE FUTURE. WHILE WE MAY NOT

AGREE ON VARIOUSlIJATTERS,THE ONLY~J\YTHE: PROBLEflJSd~llE:
SOLVED IS FIRS,!, THROUGHAN'UNDERSTi\NDINGOF, TH~VARIOUS
INTELLECTUAL PROPERTY SYSTEMS FOLLOWED BY RATIONAL
DISCUSSION, NEGOTIATION, AND YES EVEN CONFRONTATION. BUT

SUCHNEG6TIJ\TION AND C8NFRO~TATION SIIOULDllE BJ\.SEDON
FACTS AND CONSIDERED JUDGMENT RATHER THAN IGNORANCE 'AND

EMOTION. ilERE IS CLEARLY THE CHALLENGE E'0RPIPA, AND ALL ot
US FOR THE FUTURE ,IT IS IMPORTANT 'THAT' DURING THIS

CONGRESS EACH OE' US THINK ABOUT WHAT ROLE PIPA SHOu:r.p PLAY
IN THE FUTURE AND WHAT NEW INITIATIVES ARE TO IlK

UNDERTAKEN.
AGAIN, WELCOME

TO DECLARE OPEN,THE
PIPA.

THANK YOU.
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PIPA Annual Report
PIPA20th Congress, Tucson
october 4, 1989
Kensuke Norichika, President
PIPA Japan Group

Good morning, Honorable Guests, Friends and Fellow
Members of the American and Japanese Groups of PIPA. It is
a great pleasure and honor for me to be here in Tucson,
fantastic place, in .the middle of.nowh~re, and to report on
the activit:ies of PIPA during the pa"t rear. I would like
to thank Mr: Paul D. Carmichael,thePresident of PIPA
AmericaI) Group , Mr. Jeffrey Hawley, the First Govern0J::' and
other members of. PIPA American Group who took pains to
organize this Congress and helped us visit such a nice
place in Arizona. You may remember that in.thelast
Congress in Toba in October we had rain because of the
untimely typhoon. Therefore, I believe American Group
chose. this place in the desert, where there is little
chance of rain, as the place for the 20th Congress. Good
idea!

This Congress is particularly important beca~se,as

you may all know, it marks the twentieth Anniversary of the
PIPA, in other words, twentieth birthday of PIPA. In
Japan, twenty years of age have a sp~cial significance.
When one becomestwenty'years old, heis'legally considered
to be an adult, or grown~up. He .is not a teen. agerany .
longer. He is responsible for all what he says and does.
He is independent. Since PIPA is twenty years old it is
now a compl~te grown~up.

Conversely, since PIPA has been a child, it has the
father. But"PIPAhas many fathers, not like human beings.
We.will soopwelcome the speeches from the group of
Founding Fathers of PIPA, Mr. M. Kalikow and Mr. Ono.
Looking back over the innumerable contributions that PIPA
have achieved during the past two decades we owe very much
to all the Founding Fathers of PIPA.

Further, PIPA built up significant and
reliable communication channel between major corporations
in the U.S. and Japan. It was on such occasion that the
Hearing was held and I believed that it was PIPA's right
and at the same time duty to express ourselves in order to
help remove the misunderstandings and resolve the problem
that may exists, if any, between U.S. and Japan. This, I
think, was one of the challenges that PIPA was faced at the

We very well remember that a Senate hearing was held
last June chaired by Senator John D. Rockefeller IV. The
Senate hearing addressed the so called "unfairness" of the
Japanese Patent System to foreigners while giving "unfair"
advantage to Japanese companies. PIPA have for so many
years discussed the differences between and the
developments in the U.S. system and the Japanese system,

...."., I·~~~~j[I;;C~gii~i ~~c;~~;i1::;oif the best to knoW the
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age of nineteen and had to break through to become a
twenty-year old grown~up. Just before PIPA 19th' Congress
in Toba, a letter dated September 29, 1988 from PIPA
American Group was submitted in the name of then President
A.E. Hirsch, Jr. to the Sanator Rockefeller. Itexplained
thePIPA's activities· and expressed the opinion that there
is nothing of any major importance in the Japanese Patent
Law or the way that it is implemented by the JPO that
discriminates against U.S. applicants. We all know that
this letter helped the Senate Subcommittee to understand
that great efforts have been under way between U.S. and
Japanese corporations.

Let me now Turn to the other PIPA activities over the
year. This past year, as in the past, has seen a vigorous
activities of PIPA.

On October 11, 1988 after PIPA 19th Congress in Toba,
the members of the PIPA American Group visited Japanese
Patent Office and had a frank discussion with Commissioner
Fumitake Yoshida and other key members of the Office.

In December 1988, the information Meeting for
Non-Governmental Organizations on Intellectual Property
was held in Geneva. Mr. Hiroshi Kataoka of Nippon
Shinyaku, one of PIPA Japan Group members, attended this
informal. meeting.

In January of 1989,we received with appreciation a
letter of condolence at the demise of lateEmpe~or Hirohito
from.Mr. A,E. Hirsch, Jr -. , then President of PIPi\ American
Group.

On 'February 28th, 1989 a second Rockefeller Hearing
was held, Three experts testified at the Hearing, .namely,
Mr. Michael Kirk, Assistant Commissioner, U.S.P.T.O.,
Mr. Alan Lawley of .Smith Clein Beckman, representing the
Work Force of U.S.-Japan Conference, and Mr. A.E. Hirsch,
Jr. of AT&T as a representative of PIPA American Group. In
my view, the second Senate hearing reflects more reality,
reasonableness and objectivity than the first heiiring.

In particular , Mr. Hirsch elaborated on the past
communication between the members of PIPAAmerican.Group
and the Japanese Patent Office, for example,.one week long
seminar in 1984 dedicated to the members of PIPA American
Group, and the four such meetings following it. In these
meetings the PIPA American. Grpup informally requested
improvements on a number of aspects of the Japanese Patent
"ystems,...such as .r .. illtrodllctio!l ..of.:the .. illtervieWc"system ,.....

,,,w'ext,inded'per'iod for lodging an opposition, refinement of
multiple claim system, improved administration on the
liberal interpretation of the chemical claim. Almost all
seemed to be improved as a result, though, in Mr. Hirsch's
opinion, some other aspects still needs streamlined. Such
inclUdes joint oppositions where an application receives
oppositions from multiple parties, limited application of
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8

the doctrine of equivalence and limited freedom for
amending translation errors and lack of number of examiners
in the Japanese Patent Office.

Also from Mr. Karl Jorda was submitted aStlIIII1\ary
statement of the Pacific Industrial Property Association,
which stated in short tha~ the first Senate Hearing was
rather one-sided and that,from his.experience the examiner
of the Japanese Patent Office has been cooperative. He
also confirmed that other aspects have kept improving.

From April 24, through 28 the Committee of Experts on
the Harmonization of Certain Provisions in Laws for the
'Protection of Inventions was held at WIPOin Geneva. From
PIPAJapanese Group, Mr. Kazuo Kamisugi of Takeda Yakuhin,
Chairman of the Third Committee participated. The '
co~ference focused upon the number of important provisions
of the treaty, such as the pUblication of the application,
search, post grant opposition,correction of the issued
patent, unity of invention and first-to-file system and
other items, and withthEiheated discussions ,produced
consensus on many aspects among the participants.

I would like you to note that on this Congress we have
invited a few guests, the observers from canada and Korea.
I remember having observers on a first couple of PIPA
Congresses eighteen or nineteen years ago. But, somehow or
other we have had no observers ever since. It is very
syffibolicand memorable that we have observers on this 20th
Congress. As long as PIPA isth€! Pacific Industrial
Property Organization, we should not forget other Pac:ific
rim countries. I would like all the ,observers here to
witness our activities and understand what we are trying to
do. Of course, also enjoy yourselves at every minute of
the meeting time as well as the non-meeting time.

Following this Congress, the delegation of Japan
Patent Association consisting mostly of PIPA members is
scheduled to fly to Washington, D.C. to visit the United
States Patent, and Trademark Office for exchange of views on
the intellec:tualProperty matters" It will be the third
return visit. I want to thank PIPA American Group for
kindly coordinating the visit. I hope that this meeting
will promote mutual understanding between the U. S. P•T. O.
and the Japanese companies.

- 3 -



E.R. Kazenske
Executive Assistant to the

Assistant Secr~ta~yand Gommission
of

Patents and Trademarks

Opening Remarks:
Pacific Industrial PropertyAssociat~on

Tucson, Arizona
October 4, ... 1989

First of all, I wish to thank you for inviting me to speak. to:1:hiE;
Association. I know Commissioner Quigg deeply regrets that he could not
be here -r vhe feels:very close:to·thisAssqciationccandhis:many-friE:mcIs
who are here today.

Secondly,-let me conqz-at.ul.at.e y_ouon your 20th AnniversaJ:,Y.

Today, I want to take this opportunity to do two things:

One, present a-ver-y-br-Lefvupdat.e on our activities at PTO;
and

Two, address ,some of the topics facing intell~ctual property
internationally~

We have seen some 'major accomplishments and improvements at the PTO.

During 1988:,-wehada .r-ecoz-d ';breakingyear·;,forpatent application'
receipts. We>received",oyerI37;000 utility plant and-xeLssue
applications. 'thfe-year ; filings: ar-e. running at ·.. ancaLk-.•. time high
(projections indicate around 152 rOOO).

Even with, this high ,increase, 'it'appears we haveaccomplished'a major
milestone. I believe we have made our 18 month' average pat.ent.vpendency
goal. We should know for sure this weekend when we run our pendency
report. We will not just be, publishing an.applica,tion inlBmonths as
most countries do. We will be granting a patent in IBmonths.

In the hot area of biotechnology, our comprehensive 13-PQi~t,:.plan to
deal with the rapidly increasing activity is on schedule. Our new
biotechnology Group now has over 100 eXaminers and we have se~nthe

turnaround in pendency in this area from a peak of 27.2 months to a
current pendency of 25 months.

To help improve the training of our biotechnology examiners we formed
a Biotechnology Institute as part of our Patent Academy. This
Institute,will prov~de,technicalandlegal.train~ng,prqgrams to ensure
high quality examination of biotechnology patent applications.

In our automation program, an Industrial Review. Panel completed a
comprehensive review of the program and found that it was justified and
offered real benefits.

1.
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We also did a rigorous stability test of APS. That test was very
successful and has removed the concerns about the reliability of the
system. So successful was the test that the Secretary of Commerce
cited our automation efforts for meritorious achievement.

We have now made our APS-Text System and our T-Search System available
to the public in our Search Rooms. The APS system provides the text of
all U.S. patents that have beenTssued since 1975 and English language
abstracts of Japanese and Chinese patents.

Speaking of autornation--Our PTa Board of Patent Appeals and
Interferences has taken a step intothe':future by holding two ex parte
appeal hearings by video teleconferencing. This is a pilot program to
~valuat~ the effectiveness of teleconferencing hearings. At one
hearing, the Board members were in Washington and the attorneys were in
San Francisco.

We"hcl've received' some very ,positive comments on this pilot':program.

Even with our efforts to reduce pendency, we are not backing off on
quality~-justthe'opp6site, in fact. Weare selzlng every opportunity
to improve the quality of our service and products.

In addition to our Quality Review Program, we are continuing to enhance
our Quality>ReinforcemEmt Program. We have placed continued emphasis
on the inclusion of motivation in the rejection of claims under Section
103. Over the past year we have held meeting with managers,
supervisors, and examiners to point-out the significant role of quality
office actions when communicating with applicants and attorneys in the
prosecution of an application.

To further reinforce the importance of quality and pendency, we
implemented'a trial Gainsayillg Program, ,for :patentprofessionals. The
purpose of the:Program is to provide increased incentives for
significant contributions tOO:enhanced:quality, productivity, and
pendency.

There::are many-mor-e initiatives and accomplishments ,happening:at:-the
PTa including:

A'reorganization of our PCToperations;

Patent term restoration extended to animal drugs and veterinary
medicines

The-initiation 'of ourPr6ject:400

Our educational efforts through PROJECT,'XL~

But', let me talk'sfewmitmtesaboutour international efforts.

2.



I'. m sure you-have-nj.L heard-ebout; the f.:rank·,.v:iewpointsexpl:",~s,seQ.):>y

Conm.iasdoner- ;Quigg .and, Commissioner::XQfjhida, (from ,gPO)' .bef'ore vthe
Jqpan:-=Amel:',ic.an: 'Society -dn .seat.tLe. ::Wp.::;hing:ton. "E;ven, w:~tP:: th~5)bvious,,'t:

disagreements on certain ·issues, I see both men having the same dreams
for.the<fpture -ofvpatents, :-- :the .\\lo:r;l,4",is,.:becomirlg:,ifl.c:_r~Ci_sJ.ngly
"borderlessIt.andu.Nation:' s ,,succe::;,sA,rk 'the..drrt.er-natio!:l,a,l: :markets"will
be increasingly dependent upon the establishment of sound and fair
systems of protection throughout the world.

The viewpoints.:they:expresshas,much 'to-do with 'the.Lr.cpenepec'tdve ,
Itt,s .much likee"thefarmer',who :was,··d·!."iving .hi,e .horae ;__ and ",w~gon:to:t,9WI},
for a load of grain and had a head-on Gollision.:withang,utotrl:obtle. He
was lying there seriously injured.

And later followe:dthe usua.l.v.LeqeL pro:cedu,r~::;."wio:t:.h,th~. Lnsur'ance
companyan4,all, and he was 'on the stand anda}~wyel:' s~,id;tg>p~~,

"while:::yo~<Were lying' there" at;:.the scene .of the ,ac:c:ide,nt,;,.diqn't
someone .come up toyouand~sk':yotlhow::you.wel:'efe~l~~g?. 'And didn It
you answer that you never felt better in·:your:l~Je?1I I~WE:!Jl,:,L'J:1e,sel.i:9,,_

"yes-yes, I guess, I remember that happening. 1I

Later ,:on l:'ed.irect;-, 1;heother':;ei.tt:prney:C!:sked, !'What were .the
c Lrcumstiancea when-you ,gavE:! that answer ee. to how:ycm,:feit?" . ~,'Well,n
he §aid"IIL:was:lying:there end ac:ar .came .up am;la dePutY::,sl1~ri:Ef.g0t:

out. ·Myhorsewasneighing,with;p~inand had tW9 broken legs. Th~

deputy put his gun to his ear and-put, the,~hpr;§e:,9ut:qf,his,mj,.s~I:'Y.. )1y,:;
dog had a broken back and was whining with pain, and he went over and
did t.he.iseme. thing. :Then he came over to.,·rne;~nd:,:§~id, ,'t{ow",hqw:are
you feeling? I I I

3.

• • •
As;youaIL'know; the "United. states has .been engaged,:dn:':,internei.1;:ional
patent ,law t aLkasfor- a number ,oL.years~and-on e mumber- of, fronts. The
scope of these discussions .,more .recently:.has::·raI),ged.. -f.romcou.r .. bilateral
sessions with oainumbez.t of :'Pacif:ic~rim.,countries; including Japan".tQ:;9ur
on-qo.inq .rte'lks :in,,;the, ':..GAT,T· .end. the, World Intellec.tual ):E"roperty
Organization (WIPO) ~...It ..Ls-Eoo early: to: 1:e11;'.:if,",these',discussio!1s wilJ:
bear any fruit or if the fruit they will bear will be desirable to
patent Cippli:cants',and::,practitione,r,s mil) theUnited~States ..

Under the GATT, we are working with other countries to establisb
minimum standards of protection for a number of forms of intellectual
property. The basis of these negot,:LationsJs conbadned.cin the"
Ministerial Declaration adopted at Punta del Esta, Uruguay, in September
1986.

In these: -neqot.Latdonsr vthe ,European Commis,E;ion;;,::JapCiIJ/'>,tbe Vl"lited

papers outlining whet.vthey 'p:erceived:tQ be the ,'prop1ems,:encquntered in
connection with intellectual property rights. All mentioned inadequate
and .nonexistent .:.internatio.nal:"standar:ds;' i as 'w,ell.: ,:,al3- -cinedequet~ -:
enforcement of such rights. Other countries, led'by Brazil and India,
argued that those problems are more appropriately dealt with in WIPO.

1}



4.

Even,thoughtheGATT~egotiations:are' for setting m~n~um standards and
not ha.rrnon~_z-in9.the'.,la\'Js,some sta~da:rds'dooverlap'with 'harrnon~zation

naqctIat.Ioris, such as the proposed-patient; term-of 20 years:,from"filing.

The Japanese- and":Europ'eanshave-been'-'very helpful in' GATT-dn:,opposing
the effort,bYgertain developing couritries to block:progress .

• • •
Harrnoni'zatlon:-dis'cussions are ongoing in -WIPO. The'se-discussions
include 22 itemslricludirig 'the-Edr-str-t.o-f'Ll.e principle,':'publlcation of
applications,' and 'the -term .of patents.

Commissioner Yoshida sees the United states as being timid in these
neqot.Lati.lons-tand discouraged:'by'the::way:the U.S. is'tackling,"this
mat-ten; _ ~~---~eem~ to,':fe-el"that- we-'a~e-;~ut.;;of~step""~ith,the ,'world"in ,the
way we g~ant- ,patent ,-rights,. , If ",we_~..are out-of~step~-, 'it "Ls 'only':'because
ouf' _'ga.it--'i~-qui~:ker,Cl:nc:1,we':are-, waiting for::the :everyone to r-ealtaecthe
current inteilectual-propertypace.

He says we d()~ I ~havea,~ir~t~to-f~le~r~nciple which is obse~ed by
Japan allCl Euz-ope , w~ 'don't :observe the practice ofpublishin~"a.fte_r
IS-months. We--donI t,have a "reques't; for .exemtnat.fon -pr-act.Lca->. yet' -it,
is:'accepted'by'iribst count-r-Iea-of'-Europe and in Japan. we-dorit-t have an
opposi~i()n:system::_ fO~",stabilizing r~ghts_,' and a patent"term based on
filing ,::,date"'as '"do "Ehe "'Eur?J?eans- 'and- Japan.

As to ',the' first-to:"file' practice, ,we do not completely oppose this
practice. But, it must be part of a "balance package. I I I

I want to explain 'exactly what I mean by that.

Sloppy filing, poor quality applications;

Mote epp'Idcatdons will be vfd.Led ;

fbI' and against"~theUnited'statesgoing to a.
Some arguments opposing a "First-to-File ll

There are many ,arguments
"First-to-File" system.
system include:

Prior1JAArrtght'definition cand limitatiQI! problem.

We are' looking, for equality significant.iconcessions on the part of-our
par-tner-stdnrsuch a-treaty. Sbat.edd.nvanot.hervway, we-expect; to gain
Lt.emsvof frrtec-eet-v.to. the' United -st'atea. .~;> -items .such as, an
international grace .per-Lod , an; -eLl.. -encompassing'defin'ition,' ;for
paten.table .';' subj ect; ;matter ;-a -:reasonable -'scope ':,6f,;claim' :interpretation-,
an :adequate patent ;·:te'im, among a number of other ,'things ~
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Interferenc~,:practic::e and cost :el~inc:l.te(l;

Great bargaining chip for U.S.;

Multinational firms must already operate as if on a
"First~to~File" systeII!;

Diligence in filing is already an issue in the U.S.; -and

u.S. filing date ... ,alr,€!Cidy det~l.J[lirlt=s.;·first-t,()-::f~:;Le:.ri,gh'ts

overseas.

As to publishing an application at 18-months, we patentcatla~~onths.

Not only is the technology available for public inspection, the patent
rigbt~·,are knQwn.by,.ev~ry()ne.

Currently, we are seeing--.atleast 5,:,Y~,ar:s for,apat~nt in JCipan (Ci 2
year period before examination is requested and a 3 year period to
complete 'the e~am~na1;:io:Q).A"maj,Or .cause ;,of;qe:;Lay"WE!. :bE!liE!vE!I,' is.' that
the daparreee ,PatentQ~ficeis::seriouf>ly'understaffed ',to, handle,t:hE!
volume of applications it receives. Last year, approximately 511,000
patent and utility model applications were filed with the JPO
contributing to a backlog of approximately 2.5 million (of which
E)2} , 090 ,):iClye.requestedE!xaminati"n) • ThE!ir 9f:fice ,Jl.CiS ,apPl:'()}C~atE!ly\: '
860 pi3.~ent.;,examinel"s t:()handlethis -numbez-,

Cglt1,I1}:i;.s§.1,oner Yqshid,a -has :c.hCl.t'acb~,~izE!dthisas :hi:;;, :09l"E!atE!st,..:'chCil,J.,;ellge. :
HE!,::hCi~,:: ,pr9pof;ed Ci -compz-ehensLve-pj-cqram :to ::,Ciddress ,:this, :. Lssue .,:.:inc],..mji,I;Lg
automatIon..e,ffqr:ts ,:, i,l1cr:e,asil1g,:.. .the :,;nUIt1l?E!r: of exammers I,,' and. r.:

c()nt:t;~91:i.D9T",outsear911 woz-k , We'.,havE! ,yet tO,see ..any effeqt. however
and IIjustice delayed is justice denied. II

5.

• • •
When considering opposition proceedings throughout the world, it is the
Japanese and very few other countries that have a pre-grant opposition
after allowance of the application. This system enables competitor~ to
delay the grant of a patent and to increase the cost of obtaining a
patent in Japan.

Often several competitors will file oppositions if an examiner decides
that an invention is patentable. Each opposition may be based on the
same or different information. Each competitor has only the cost of a
single opposition. The applicant must bear the costs of translating
and responding to each opposition. Many applicants, particularly small
businesses, either to license the competitors at low rates or

• • •
There are more issues I could address (see comparison chart), but I
believe you 'can see we have many problems with just jumping into step
with Mr. Yoshida's position. And if you have reviewed Mr. Yoshida's
comments in Seattle, you can see he has problems with our pace.

• • •
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We have seen the three Offices:

6.

•••

Recognize the high importance of achieving a'integrated
procedure for the handling of applications in an electronic
way. '

Even w±th~the;divers'ity:arid incOnsistency of-patent laws';;;'--::'despite-the
obvious legal and administrative';'diffidulties,":most industrialized
nati,ons ,ha\7e ~ta!"~,7d to, show.,a ,<Jrow~Il~.apprecia~ion fo~t~e econ()mi~
advantc:~es:,ti:) be ;'ga~n~d' through "ov~rs,e,Cis pat:nt.protection." -I'be~~~ve'
that')it 'fs-,oto>everyone's .benefLt to, 'remove (or' at least lower}some,"ofH.
those Lnt.e.rnatdonak "pat'eriting hurdl.es ,' ;:While:chariges :"'are"Cilways'very
difficult· to 'iriake ...,'''''in'this c:a:se/'the':cbenefits c'ettainly-:.otitweigh ;the
difficulties. . "-

From ever-ythdnq'<J 'hcl've been addressing it:mayseem' hopeless. But, that
is not the case -- we are seeing many positive, cooperative efforts
being accomplished. The ·'USPTO, the JPO,"'and the',EPO",have worked
together very effectively in our Trilateral negotiations.

Agree upon a text for harmonizing examiner interview practice.

Agree upori a text for harmonizing the unity of invention
practice

"Conim'i.t; f6:the dissemination'O! eut.omat.ed-pat.ent; :data:~

Thank you.

We will be -ho.Ldfnqva Trilateral meeting two-weeks from now in
Washirigton --~':::hopeftilly' we .will see many more 'posIb.lvec-eau'l.t.s •
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Martin'Kalikow
Counsel, Relfgott & Karas
ijew York, NY

HISTORY OF PIPA - AMERICAN PERSPECTIVE

Good morning. It is indeed a great: pleasure forme to, b~ able to,
share this podium with my good friend, Opo-San; and to have the hon9r
and privilege of again addre~sing my,tavorite pat~pt'association, PIPA.

What I would like to do this morning is" 1:0 give you, from .the
perspective of the U.. S .. PIPA-members, a brief-historical review,

of the formation of PIPA and the development of its committee
str~cture,

of some of the interesting places visited and events enjoyed by
PIPA,members,

of some important intellectual property. matters discussed and
dealt with relati,ng'tointernational treaties and ,to countries outside
of:US and Japan as well as to liS and Japan itself; I

of the influence and importance of.PIPA.with respect to the US
Patent Office .and to the Japanese Patent Office as well as to theWIPO,

and finallY,of the value of PIPA· to its members.

Back in 1969, just before PIPA was .established, the main
intellectual property matters under considerat·ion were ..the,proposed
Patent Cooperation Treaty, and its offshoot, the European Patent
Convention. There were several differentivi~wpoints:including;thoseof
the Soviet block, the developing countries, the.:,Europ~an countries, and
other industrialized countries such as US, canada.end Japan outside .of.,
Europe.- Within; the US therewe};'e also differencefLof opinion betweeR
t~e,.pat~nt attQrneys employed ",by corporations; and the"independent
patent attorneys of the private patent bar. The pate~t section of the
NAM represented the attorneys employed 'by 'corporations" . and reflected
the viewpoint of US industry.

A diplomatic conference on the PCThad been scheduled for 1971,
but only delegates from national governments and observers from
international patent associations would be invited to:attend. Since
NAM was purely a national association, it would not be. invited.
John Shipman, the international patent-counsel,ofrBMwas"therefore,
asked by Fred Hess, the.chainnanoftheNAM patentsection,.,to see if
there was any interest in Japan and Canada in forming a new inter­
national intellectual property organization together with the US.
John:Shipman, therefore, .cont.act.ed the Japan Patent Association through
Ono-San, the manager of the IBM-Japan PatentDepartment,~nda

of AT&T, and me .representing the United States' :and Saotome-San ,
chairman of ,the ,board of JPA, Shinohara-San, managing director of JPA,
Ito-San of Hitachi, Sakama~San of Mitsubishi Heavy Industries a~d

Ono-Sanof.IBM Japan, 'representing Japan.

1.5
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At this meeting it became quickly evident, from both the US and
Japanese viewpoints, that the main reasonTor forming such an
international association was not the peT representation, but rather
the need to know more about each other and each other's intellectual
property systems. The corporate patent attorneys in the us were
heavily involved in the procurement: and evaluation of Japanese patents,
and in the licensing of patents and knowhow to Japanese companies.
They were confused and frustrated with problems of Japanese translation
and patent procurement and claim interpretation. Moreover, deep and
importantbusiriessrelationships: were being established between us and
Japanese companies', and the US corporate patent attorneys needed 'to'
know and be able to work with their counterpart Japanese corporate
patent managers. The Japanesepa.tent: representatives hadsirnilai
problems with respect to the US, and it 'was agreed to go ahead with the
forrnationof an international organization on -the basis of separate
American and Japanese groups.

Upon return to the US, a planning session of 14 US patent counsel
was held in:New Yoi.-k and a draftconstitutionprepare:d. After'review
by the Japariese,amodified 60nstitutionwasagreed upon calling for
memberships to be limited to corporations having at least one full time
patent professional, with separate American and Japanese 'groups, each
having a president," two board representatives, and a'staff 'director":':
together constituting the Board'ofGovernors~'-andwiththe -presidency
of the association rotating each year between the two groups. The
Canadian corporations were not very interested, but were given
associate membership allowing their representatives to attend meetings~

'An organization meeting of the American group was held onJanuary~

20, 1970,. and I was elected presiden't, John Shipman and Fred Hess
elected 'first :and'second-representatives, ,and Ray BennettofNAM
appointed staff',directOr. ;By>the 'time of' thefirs't joint congress in
Tokyo in' March""1970, "the ,",-American group,,'had,'60,',members, including many
of the largest corporations inthe'U.S.,and 24 US patent counael-jnade
the trip to Tokyo to attend the first Congress.

With prior agreement of the Japanese group, at this first meeti~g

four standing"cornmittees we're established relating ,to:

1. Patent-Law' and Practice
2. Trademark Law and Practice
3. Licensing Law and Practice, and
4. Regional and International Treaties and Conventions.

The first three standingcornmittees have remained until the
present. However-, :>afterthe,f-irst: -fewyears-ofPIPA,the PCTand EPC

treaty activity. About the same time, a Mediation 'Board
was established by PIPA for conciliation of intellectual property
disputes between "'Japanese"and ,"American ',' companies. Therefo_re;-a
standingcornmittee #4:on Conciliation cif Disputes was substituted for
the original International Treaty Committee #4. More recently this
committee #4 has been expanded to cover all types of dispute
resolutions.

2.



Each year a meeting of the American Groupha~ been held in theUq
in order to discuss any topics of current interest and prepare for the
next Congress, and also to elect officers4 The.,presidents of the
American Group after me have been EdgaF Adams of Bell, Telephone,
John Clark of Monsanto, Cornell Remsen of IT&T, Harold Levine of Texas
Instrument, Paul Enlow of AT&T, Pauline Newman of FMC, Tom O'Brien of
Union Carbide, Carl Jorda of Geigy, William,Norris of Dow Chemical,
Al Hirsch of AT&T, and Paul Carmichael of IBM. In 1974 Ed Bell of
Singer was elected Sec~etary~Treasurer, and he took over the duties of
the Staff Director, Ray Bennett. Ed continued in'this position until a
few years ago when he re~igned, and was succeeded ,by ourpre~ent

Secretary treasurer, AllenSpiege+. Sad to say, several of these
distinguished gentlemen, including John Shipman, Jo4nClark,
Cornell Remsen and Ed Bell .have now passed away.

During the early years, one of the ~ain problems was .that of
translation. The:Americans could not speak or understand,Japanese, and
many of the Japanese members could not sp~ak orunperstand English4 It
was sometimes difficult to obtain qualified simultaneous translators"
and it was difficult for the .. Americans and Japanese to communicate with
each other during the social events. -However, by the ,early1980 's,
substantially ali of the Japanese group could speak or understand
English, and almost .all of thepaper~of the;Japanese group were
delivered·in English. This. was greatly appreciated by the American
Group, andcpnside~ably;improvedthe level of communication between the
two groups. We certainly could not have delivered our papers in
Japcmese.

The honorary chairmen ,of each Congress have been prominent leaders
of industry in US and Japan including, for example, the qhair.man of the
Board of Fuji Film, Carrier Corp. Hitachi and Union Carbide4 It is
also,noteworthy t~atPIPAhas been addressed by every US Commissioner
of Patents :an~ every Director General of the Japanese Patent Office
that has bee~appointed during the 20, years of PIPAiS existence.

In 1981 a PIPA, Distinguished Service Award was instituted for
outsta~dingcoptribu~ionsinthefield of intellectual property, and
Saotpme-San:was, the first awardee. The succeeding awardees have been
DonaldB~nner,~dgar,~dams,Matsui~San,Myself"Hirano-San,
Pauline Newman,: and Aoki",:,San.

The locations of the Congresses alternate4 between,yS and~apan in
cities of great commercial or historical interest, including New York,
Washington, San Francisco, Boston, Williamsburg, Philadelphia, Chicago,
and Baltimore in the United States, and TOJ<.yo,. Kyoto"Hakone" Nagoya,
Kobe,Sendai, Kanazawa, and Toba in Japan., The variety of locations in

J a.~~n, .ga~,:, :~.e",~,~r~~,a:~s ",a~:, ~,J?~.~e~~a~i~~",~f:"~~:,, ,~,~:reE~.~~¥;.~lld".~.:.?,:t~",":~
--""'~tlie'\9.iffeierit 'regiqI1s:'of Japan~' l'ncllidi,ng'both .Lt.s 'large' 'citles.ana,··rfl3'"

countryside. For the Americans, the meetings, in Kobe, Sendai, Kanazawa
and Toba were particularly fascinating~nd appreciated since these were
cities that had many interesting attractions that the Americans would
not otherwise be likely to ever visit or see. During the various
Japanese Congresses, the Americ~nsalsogreatlyenjoyed the tours to
Hakone, the Nagpya Castle, the Himeji Gastle,Matsushima, the Kenrokuen
Gar dens ; <the Eihe,iji:Monastery, the Ka.nazawa,Castle, .and the lse' Jingu
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shrines. We hope the Japanese members equally enjoyed the tours ·we
arranged to San Francisco Bay and 'the California Wine County and Lake
Geneva in Wisconsin as well as to old historic points of interest in
Boston, NY, Williamsburg, Mount Vernon and Annapolis 'in the U.S.A.

Turning now to the professio~al aspect of thePIPA Congresses, the
papers and activities of PIPA related not only to the intellectual·
property systems of the US and Japan, but also to other emerging
Pacific countries as well as to international'patent:treaties.

, With respect to such patent treaties, during the early years, PIPA
was greatly concerned with the adoption'and implementation of the peT
and the EPC. Observers were sent to the PCT 'diplomatic 'conference and
position papers issued. Several reports were presented at PIPA
meetings concerning the procedures and effect of these treaties.
During these ,'early years , there wa's also considerable controversy with
de'velopingcountries concerning revision of article SA 'of the Paris
Convention relating to compulsoryliceQ~ingasa remedy for n~n-working

of:patents. ,A common pos~tionagainstgome of the proposed changes was
reached ~etween the Japanese and American groups and delegates were
sent by PIPA to WIPO's meetings of experts on this subject.

There have also been discussions and papers 'delivered by both the
US and Japanese groups relating to the proposed TradeMark Registration
Treaty as well as to the Treaty on the Deposit 'of Microorganisms.

More recently, there have been discussions and papers delivered
concerning the activities of GATT to improve the scope of the
protection afforded by certain developing countries to intellectual
property rights. .

With respect to countries 'outside 'of US and Japanj' the Americans
were particularly interested in Korea and Taiwan and the newly emerging
countries of Southeast Asia. Several excellent and comprehensive
papers were delivered by the Japanese Group Committees on the law and
practice of these countries which were greatly appreciated- bythe\
Am,:;rican Inembers . There were ,also, important discussions and papers em
the new patent law of China. In fact, several members of PIPA, both
from US and Japan were invited by the Chinese authoritIes and went to
China to help in the formulation of this new China Patent Law.

However, the most important professional activities' of <PIPA, from
the Americanviewpo~nti were the discussions and papers' by the Japanese
memb,~:rs:relatingtoJapanesenationallaw and practice. . These paper-s
covered rnanysubjects of great interest and importance to the Americans
+,rc~~,,?i~,<J,,',~~~Y~,~,,~l~X,~()~e~.SX,sten.,'~,~f~:r:re~ .Prosecut~on '" Oppositions
iina "Appeiils~"arid'aHiCle'29" B~sOf the"Japane!lePatent'Caw;"· over the""
years these Japanese Group papers kept--theAmerican members informed of
all major changesin,Japan~se'lawa~d~racticei~cluding,. for example t

the change from single to multiple claim practice and the revisions in
the copyright law.

I'd like now to take a momenL'to note the general'importance and
influence which PIPA has achieved' during the past 20 years relative to
the activities of theUS·and Japanese Patent Offices and of WIPO.
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. As you know I .'many.:'.of the individual members of PIPA represent the
major corporations in US and Japan, and have great influence in their
own countries:on,developrnents-in the intellectual property-field. In
the US group, for:examp+e; Don Banner was. a US COmmissioner of Patent.s ,
"and PqllyN~wman isnow~ Judge of,the US Court, of Appeals: for the
FederalCircuit~ The:PIPA,deliberations have also giv~nthe US and
Japanese members great:k,n9~ledge and insight qbout each others
viewpoints on any proposed changes in intellectual property law and
pr,ac:.tice.:''I'hE:!se,fac:ts ~re_fullyapprt=:ciatedby the official~ of,;the US
and'Japanese,P~tent Offices and o~WI~'9' and ,thE: opinions ,and advi~e of
PIPIt ,and its" rnemb'7:t:'f:>Asc:pn,stantly: ,lJ,eingsought, pythese ,.o:fficiais. In
fact, in 1.~84 , "the,c.oope:ration of the, ,Ja1?flnese"aI1qAmerican,~ropps,of
PIPA was sought bythe,J~O, in arrangi~g a m~etingbetween.the JPO, and
patent represent'atives Of USindus'try in Tokyo in 'order that the JPO ;
could better explain to US industry the details of JPO practice. The
theme of this meeting was the need for greater communication and
harmonization of international patent law and practice. This theme was
communicated to WIPO, and partially on the basis thereof, WIPO decided
to launch its present effort to develop a Patent Harmonization Treaty.
As you know, PIPAis now studying this proposed Patent Harmonization
Treaty, and the opinions of PIPA will also be given great weight by
WIPO.

Following up on this meeting, Japanese members of PIPA have also
been invited to similar explanatory meetings by the USPTO in
Washington, and the American members have been invited to further
meetings at the JPO. At these meetings, the Americans were able to
directly explain to the JPO officials the problems they were having
with the Japanese prosecution, and the Japanese members were able to
explain to the USPTO officials the problems they were having with US
patent prosecution. In fact, some of the changes in US and Japanese
patent practice are believed to have resulted in part from these
meetings. The American group of PIPA has also been host to study teams
visiting the USPTO from the Japan Patent Association.

Finally, I believe that from the .viewpoint of the US group the
greatest value of PIPA has been the opportunity over the years to mee~

with and get to know the leaders of the Japanese Patent profession such
as PIPA 1s Distinguished Service Award recipients, Saotome-san,
Matsui-San, Hirano-San, and Aoki-San, and such as the other presidents
of the Japanese group, Toki-San, oau-aen,' Mifune-San, and Murayama-San.
As you may know, some of these men have also received awards from the
Japanese government for their contributions. PIPA has also given the
US members of the Board of Governors and the US Chairmen of the various
committees an opportun~ty to meet with and get to know their Japanese
counterparts. From these PIPA meetings, close personal relationships
and lasting friendships have evolved between American and Japanese
members which have often extended to the patent staffs of their

'~~CC~~~'~~'~C~~"':~~,~~::~;:V~thh.~e:o~p~I::p~A:i:r::e::ll~ationshiPled to Patent Management Information
Exchange meetings between the patent management staffs of GE and
Toshiba, as well as between the patent management staffs of GE and
Hitachi, and I am happy to consider several of these Toshiba and
Hitachi patent managers as my friends along with my many other Japanese
PIPA friends. I know that many of the other American PIPA members have
also had similar additional contacts and have developed similar
friendships with the Japanese PIPA members in their respective fields

·of industry.
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Both the American and Japanese'membershave:also had-an
opporturiity at the :Congressestorelaxarid :,enjoy each- others company.
Frointhevery ,first meeting, when Director General Aratama-decided,at
the~reception in:Tokyo,:to sing a folk song rather than give a: speech,
we have been singing togethera'treceptions; andwalking,-tbgether: at
outLnqs , Our wives have- also,e~j6yed':wdnderf1.11:to~rstogether with
Japanese wives andha~e developedfriendships'withthem~

Thus, ,PIPA has grown' over the years into 'a. healthy and thriving'
0:t:'ganizationpf 9reat_:~a.tional ~Ild.,l~ternati()n:a.~-imp9r1:Ci[lce-onthe
bas~s of:4irec~ oinfo~a~ ~e~sonal ~elations~i~s~~1:w~en the members of
the,two:'groups'.:Ihope 'andeXI?ec.t, it will si.IrJ~la:rlycontinue to 'g:rqw
and flourish during the next twenty years. Th~nk you,
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and Japanese in
or contract. Japanese

Koichi ·ono
Director of Patent and
Licensing
Kyowa Hakko Kogyo Co., Ltd.
?:'Qkyo

OctQber.19.8.9

History of PIPA - Japanese Perspective

Honorable gliests, ladies and gentlemen!
Itisa great honor and a pleasure for 'me to pa.rticipate in

thiSp:IPA Congress celebrating its 20th anniversary and to
address you at this ceremony.

PIPA is of my 'dear IlIe'mory, 'and also l?J:l?A is always fresh. I
joined PIPA atthe3rd congress in 1972 for the first time.

Since then, I participated in most of the congresses.
Looking b"'i:k'.iitll nostaigi<l, PIPA'sactivities, atth", very

initialstage,w~iema.~y oL'm()stly directed to the exchanqe of
information about the intellec:tualpropeifyiight systems in tile
U~S. and Japan.

Of course, this is a very important rble'ofip!PA,andslii:h
aCtivities haITe eatn",Miybeen continued,and slloliidibe cohtinued
in future.

presentations made at each congressha.ve been very valuable
and informative. Efforts byth", persons wilt> prepared such
presentatit>ns are highly appreciated; Ilonestly;! learned very
much not only about thelJ.S.systel1l blit ';lso about Japanese
system at PIPA i:ongresses.

I stili iemembei many pi",sentati()lis 'aliddi.ii:lissions'.7eiy
well.· For exampl~, many questions a.nd opi.l1.iol1.s wererai.sedl'ihen

the elimination t>f excLus i ori :ftompatent:protec:tionchemical
sUbstances, foods andphaimaceuti.calS was b~i.llg iegislat",d in
Japan.

Sometimes, the differences ies and social

differences in the attitude of
concluding and il1.t"'''preting an a.~reem"'ht

are emotional or not?
Further, it is to be noted that great efforts were made to
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establish PIPA concilliation system.
Furthermore, harmonization of patent systems was proposep at

PIPA congress many years ago.
Another important object of PIPA at its establishment was to

send representatives to WIPO meetings as observers in' order to

present or submit opinion and position of industries in the U.S.

and Japan.
~he revision of Paris Convention came to us at first. It is

basically negotiations between north and sout.h , Le. developed
coun t r Les and developing countries. Efforts were made bY,PIPA to
establish the position of industrial sectors in the two
countries. We have been sparing the same position on almost all
issues, including the indicatio,\ of origin of product as pacific

area countries.
As you know, there h"sbeen almostIlo progress in the

important. hsues in. the revision of Paris conven t Ion , ."lthough
there ~asa ce~t,,~nmovemen!, las!'y",,,r r"egarding tile non­
voluntary license. However, we should alw"yskeep ~t in m~nd as

an }1l!po~~,,:ntpendi,\g,~ubject ,
Once, ~e",experienged "time of anti-patent,p;gticu!<>rly, in

the U.S. In the meantime, the activities of some developiIlg

coun~~iell have been gro~i,\g. ~her", ill, a flood of ,couI)te~feiting

and pyrating goodll. ~ow, it p,,~ be",n ~ecogI)ized that the
intellectual property right sYllt",maffects to a great ,deal th",
commerce and trade in the world. Commerce and trade are the

basis of industris. Research and developmeIlt, "nd inVestment
very muqhr"elyupon intel],,,,ctualprop,,,rty ~ight systems.

G~e"test questioI) before,l1s is t" es~"b:Lish a newpro~patent

order "I)dcircumstances iI)theworlq to prov Lde ",ffecti Ire,
appropriate "nd reasonable, pr"oteqtioIlOf intelleqtua:L properties •

.. ,- .,', .: .. ', .. ', '. ..".. .. " ,.. .. ,:-, .: . ..; •. "'._...... ,'-, " .... : " .. ',:: .. ',::: .. ·C', .',.;"'. ," ..... .. ' .. .' .. ,: :-,. ;,

Everybody recognizes that we h"ve been faced with very
di zation

Obviously, such I)egot~ations

deve],oped anddev",loping cOI1I)trie~ but
between developed countries.

- 2 -
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Current acti vi.t i e s of PIPA onthes.e .subjects.' are hI qhLy

eva'Luated. Speci f ically,.. Jeffor ts .made by the i'\m.er ican.grgup
regardingtl-lepatent confl.icts'.betweentheU.:;. 'and'Japan are

greatly .appieciiited.
This' is r;eallya 'big problem; Howev.er, it. may be

recommended to solve the problem not .•bybilateral.negotiations

but in the frame-work of multilateral negotiations, at leastcby

negdtiation'amongthe 'u •s ";.Japan and Europe',
There is a different type of problem;.There have been"many

discussions on the protection of so-called highitechnologies.
High-technology is often represented by computer-related

techno16gycand biotechnology.
Protection of computer software has drawn' our attention to

copyright, whcih was formerly not a subject of PIPA. This

subject has been extensively discussed at PIPA.

On the other hand, as to the protection of biotechnology,
protection of plants and animals has little been discussed. Now,
many industrial companies are carrying out R&D on the creation

of new plant varieties and animal varieties by highly advanced

biotechnology. Innovations of novel plant and animal varieties

relate to agriculture. Industrial sector and agricultural sector
may have a different position on this issue even in the same
country.

One example is so-called farmer's exemption. This kind of
exemption seems to take away unreasonably substantial portion of
the right of innovators.

As to the protection of plant, there is UPOV Convention.
There have been movements to revise the Convention. It is

required to monitor the movement and establish the position of
industries. This is basically a dispute between different

business sectors, i.e. industrial sector and agricultural sector.

We should always consider what PIPA should do, and how PIPA

It is the time when the real evaluation of PIPA is to be
determined. All of us are responsible for that.

I have talked much about problems. Problems encourage us.
However, that's not all of PIPA.

- 3 -
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What is good and,enjoyable withPIPA is~tomeet people and

to get'friends.A't every congress,:par,ticipants enjoy toul;s:,and

parties ,which are good: opportunity :toget .friends ,and. to. get in

touch with different cultures. This is most helpful for. mutual

understanding. Sometimes,wli! became' speachlesswith glorious

nature •. sometimes, we reviewed histories. Sometimes, weli!njoyed

human arts.

It is no question~that this Congress also will be enjoyable

and ~ successful. SelectionrOf place and preparation of entire

program,are~marvelolls.

We willrenew.old friendship ,and also establish new'

friedship. We will remember the past congresses. We:,will be

encouraged for future,; : We must celebrate this Congress; It's

the 20th anniversary~

- 4 -
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PACIFIC INDUSTRIAL ,PROPERTY ASSOCIATION
Twent::ie'th International Congress

Tuscon, Arizona
October 4-6,1989

PIPAl\ward
Acceptance Speech

Mina"ama, K()nban-wal

Good eVel}ing, liidies and gentlemen!

Thanks amillicm~Pau1<l.ndNorichika-san, for your most gracious
introdl,lctions. Need1E!ssto say,I'Illirnrnense1yp1eased to accept
your award. ' In fact; I'm deeply honored arid h1.lrnb1ed/tobethis
year's PIPA award winner and to join'thedistingtiishedgrouptof
prior iiwardee~, Don Banner, Ed Adams, Marty Ka1ikow and Pauline
Newman, on~heu~s. E.;iqe, ,and sao~ome-san, Matsui-san,
Hirano~sanand!,oki-saIl'on the Japanese side: All of these
award winn~rsaretitansandlllJllinaI:iesin our profession and my
hat is ()ffto them fortheirmiiny accomplishments.

I am "ls9h~ghllgrati.fied for being chosen as this year' saward
~inner because this , is; the ,20th Congress, a milestone' intPIPA
hiE.;tory, and also,b~caus~ I am but a,Johnny'-come-latelyjoining
PIPAin 1976 when it was already well-established and influen­
tial while all of the prior awardees were founding fathers"and
charter members of,PIPA.

Beil}g, a Illemberof tl1~ PIPA family; serving PIPAas a member; a
cornrnitteechairman,'an officer and'an ex-officiohasitruly beel1a
distinct privilege and a great pleasure for me. Over' the years
I, have belonged to many an organizatioll but none quite so
special and so uniqUE! as PIPA which,inthewordsof the former
JPO Director General, Wakasugi-saIl, stands as "a,bridge'between
our two nations,">Ilike'that phiasea lot.

ThE! ~ns;ights into Japan and the Japanese Intellectual Property
System which I and the wh9le U,S, group gained through PIPA
mernl:Jership, are invaluable, But what's even morei vaIuab'Le are
the warm fr~end~hips withJapaneseanqArneri"an PIPA members
wh.Lch PIP!, n\lrtures and nourishes. I ~halla1ways cheI:ish these
friendE.;hips as symbolized now for me by this coveted PIPA award. '

Paul mentionedthesE!veral visits since 1984 to the JPO oyan
ArnericanPIPA delegation and to the USPTbby a JPA delegation:
T!le'se'··meetTiigs'are~'conau6t.e(FTn~·iF'spi:rit7oT·protessionalisnFand

good will and there is' no doubt in my mind that they contribute
to the improvement and harmonization of the U.S. and Japanese
patent sy~temsand to mutual understanding between industry and
governrnentin both countries. '
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ConsequentlY,it is clearly in everybody's interest that th~se

back and forth visits .or as I call them Follow~up Meetings and
Return Visits by the very users of the respective patent systems
be continued. Dialog is always beneficial and there is no
substitute for dialog. And this kind of quiet diplomacy has a
definite place in the present harmonization movement in addition
to the WIPO, Club of 15 and "Trilateral" initiatives.

For these reasons I'm very happy that another Return Visit to
Washington by a JPA delegation will take place next week
following this Congress. In addition to sessions at the USPT.O
and with the AIPLA and IPO, they will also make a courtesy visit
to S;ongress. This is a first for them. They do this witl:J..a
goodly dose of trepidation in light of Senator Rockefeller's
activities but I have assured them that they need not fear.
They will get a friendly j:eception. Besidesi·accordi.ngto
Business Week's 1989 Hip Parade Japan-bashing has been replaced
by. Euro-bashilig.' inthilil" country. .

Incidentally and .• in a lighter .vein, you' 11. be lntE:1restedto know
that according to thililHipparade of what '1' !.'in"and.what '.s
"out;" in the fields of social trengs ,finance ,management,
politics and economicsPrc~gram-tradingin Chi.cago is "out" but
Program-trading in Tokyo is "in," Lite Beer is "out" and Dry
Beer··.·is· n in'~',~,Aoki~saIl,m~:nt.ione<l,,·,,"dry beer ' ~I?-.,_T01:>a,,:Last ,y~al:',

so it.~.s ObViously!'in" in Japan,too, It is a 10ng.ang intE:1r,...
esting list but le.tme mention just two morE:1 items. Cory Aq\1il";o
is "out" and.Benazir Bhutto ilil "in" but,vice President Dan Quayle
is ,"in":-as.:'well as "out". '

A few words now on' harmonization or rather a plea or prayer for
harmonization.. Harmonization was not; mentidoned in the Hip
Parade but itgefinitely Ls "in". It's an idea whose time has
come. It can.c'tcome soon ",nough.

A world-wide harmonized patent system or auni:l;ieg internation.al.
approach to theprotection.of intellectua~propertywould be a
boon to innovation, technology transfer andtec;:hnological'
progress.

The so__called. "Little Man from Little Roc)t., " it is maintai.Iled by
some; ·does.not do any foreign filing and does not care about
harmonization' I S\1bmi.t.thaj:the reason he does inot file. abroad
is. that it' stoocomplicatedand too costly asmattej:s!'tand
now. As our Commis~ioner Don Quigg j:ecently statedi.nhis.ABA
address: "Our estimate of the increase in filings of patent
applications over the next; 10 years is friglltening. I.f the

....... ·inc·r.eases...iZon·tinue ,r' fHings .• in.the,.U. s .•..alone••.could.j:.eacl1....~.n< ...< •••.

annual rate of.500,000 by the. turn of. the cO\1ntry.".Thisequals
the presentrat",.of.fil:ings in Japan, as is well,.kn0'.11n•.

Harmonization is the manif",sj: .answer: ." harmoni aat.Lon of the
laws, harmonization of the examination process and harmonization
in enforcement. One application filed in any participating .
country. One patent enforceable in any participating country.
Just imagine the potential savings to applicants as well as to
Patent Offices.
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I have attended many a meeting on harmonization here and abroad
and sometimes I can't believe my ears. Even when the cause of
harmonization is the very purpose of the meeting, speakers
invariably extoll and urge adoption of their countries' laws and
decisions saying, in effect, we are in favor of harmonization as
long as our system is adopted or· as long'; as we. don't have to
change our system. That. is not very.constructive, nor very
statesmanlike.

But harmonization is coming. It's intrinsically logical and
intrinsic logic always previous in the end.

I submit that the matter of . a country: s patent system is
entirely different from that of, its culture where nat.LonaL
diversity ought to be preserved, indeed.

In the world on intellectual property"we livE'! in e1tciting
times. We see favorable tendencies and deve.Loprnents all
around us. Let's be sure we help them along. PIPA has made a
difference and I'm confident that PIPAwill continue'. to playa
significant role and make a.difference, This morning it was
good to hear'paul.· talk about. new initiatives ..andchallenges for
PIPA.

This year '·s PIPA award; of which I am now' thE'! proudrE'!cipient
presentsa;.wonderful:opportunity for; me , tos,tay on among friends
as a kind of· ex-officio. member, of, PIPAwhichis ian association
that has; a special place .d.n.my heart and that. I would otherwise
truly miss. .

Recently, I attended meetings in Brazil and Venezuela,and I
came away with the distinct impression that a new wind is
blowing E'!venindeveloping countries. There was talk ,one would
expect to hear only in developed countries. And i.twas
government officials talking and not just patent agents.

Incidentally, in Venezuela I gavE'! atalk.at a.ConfE'!rence held
under the title "La Formula Asiatica" and the topic of my talk
was "Japon,-,Un Maravilloso EjemploParaImitar" (Japan;- What a
Great Example ..to Emulate.! J. Japan.isa vE'!ryinteresting and
excellent example indeed ito talk;;about..

Many, many thanks for the
is the happiest day of my
could be' any happier.

Thank you and good night!

honor you have bestowed upon me. This
professional life. No Oscar winner

.'

KARLF. JORDA

KFJ/Ruh
lQ/!l/8!l
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CLOSING ADDRESS
Mamoru·Takada
'First <Governor,
PIPA Japanese Group.

Ladies and Gentlemen,

First, I would like. to. share my happiness with all of you
at the great success that we achieved at this 20th Anniversary
Congress. The three day meeting here in this extraordinary, even
for America, place called~rizona:has'goneby'in a flash as if in
a dream.

i musfgive. illY sincere th"nks to .the ~ericanGroup who
selecl:edHds.wonderful place and strive'! .so.hard to make this
20th Cong:r;ess one to be remembered andcelEibrated

Mr. Kalikow and Mr. Ono reviewed the twenty year history
of.PIPA. for this 20th Songressandspoke about th",.pr"g:r;ess in
those twenty years. I think it ~as trulysignif~can~:tohave our
founding fathers speak about the ini tial·labor,s··ofestablishing
PIPA,maMn.'.l us re9.<>11ectthe devotion and many efforts .spentby
such pioneers in order ·to develop PIPA.. The great:.. task that we
have been assigned from this point on is to make this' bridge
built a9I".<>s~th",.pacific.ev;e?bigger and stronger. I think we
are all ready and wi llin9 . to:.expend .sucbe:t;:t;orts.·

One of the .e.""1ntsto .be remembeFed frOlll.th.is29th
conqreas ,i~the paiJ:icipationo:t;.the ladi.esand :gentr",llu'1n from
Canadaand'l'a,iwan a">observ,,,rs.. This canibe s een as 'one of the
truly memorable events inthe.hi.story ofPIPA. TlJerehas been a
great deal of dedication in achieving this development of PIPA
andiwe a,re,allvery happy to ha",ethe .a,dded luste:r;imparted to
this congress by the participation of many.earlie:r;chairmen and
recipients of the PIPA Pri.ze who played such a central role in
that de",elQpmel)t. I . ",quId like to offer.oursillcere,g:r;atitude to
them. .

The papers presented.at tbis congress.were all highly
rated :t;qr being truly valuable, astbey.were backed up by
penetrating research and actual experience. I would like to
express our deepest thanks and praise fori the labor .ofall those
who presented papers as well as those connected witb their
preparation.

Well ,the set-up of the conventionhall"and the planning
of the functions.this year were all excellent, yesterday's tour

.... . being . especially Jlotewo:t;thY. A.,tter yi"iti.l)gQl'! .T,l1.<::s.<>n .and the
Desert Museum filled with things new and interesting'to'we
Japanese; we were treated alongaboritdusk to the gunfights of
Arizona in front of the OpeiaHouse. Although theie'were many of
us who went to the promised land becau.se"weweren' t<;juick enough
in drawing unfamiliar guns, it's nice to see that they have come
back to life and jqined us here again today. The western music

1
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in the Opera House and .the cancan were both a truly pleasant
experience, but the excellent music of the time honored Japanese
American partnership also welled up, leaving deep impressions of
the friendship and bonds between us, songs that are still ringing
in my ears, while that friendship is warmly growing in my heart.

I would like to offer sincere thanks to all those of the
American Group for planning such a splendid congress. We were
all warmly satisfied with the poetry of Arizona, a truly fitting
plan for the 20th Congress, deepening the gratification stemming
from being participants in PIPA. To all the members of the
American Group, our profourid thanks.

PIPA, smoothly completing this 20th Congress, now heads
on towards the 30th Congress. Calm does not always prevail in
the Pacific Ocean between the u.s. and Japan, rough seas
sometimes making their appearance, but our friendship and trust
rather than weakening will be strengthened by the very washing of
those waves. This twenty years of cooperation and collaboration
assure Us that our steps together will be supported no matter
what new difficult situation there may be.

We are studying the prospect of holding the 21st Congress
next year in Niigata, a city facing the Sea of Japan. This is
the place where the Shinano River, the longest in Japan washes
out into the Sea of Japan and also where "Sasanishiki", said to
be the most delicious rice in Japan is harvested. Lying out to
sea is Sadogashima, ·an island filled with secret historical
episodes.

Ladies and Gentlemen, let's meet again in Japan next
year. Sayonara. For now.

2
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EX'aminationpractice and Problems .inCases Involying
Invention of compositionsand.products·Oefined

by its physical properties

PIPA,Japanese Group ,F(r stCommi ttee,
Second Subcommittee

[Abstract]

It is usual for an applicant for' patent to define
an invention as a composition, since in that way,' he
can. expect a .patentcoverin.g1ohe broadest scope of
protection. A chemical substance must, as. a .' rule, be
identified by a· formula showing its chemical structure
when it is claimed as the invention • Although it is
considered 10hata related invention (e.g. a
c~mposi tionconsistingmainly. of anorganic high
molecular compound, ora film', fiber, or other product
formed therefrom) must also be identified b'y a feature
describing its structure, i tis often the case that
its physiC;<ill. <p~operties (or ch~racteristics, or
special paralll"1oe~s)a~.. employed for id,entifying the
invention, for a number of. reasons, ... ':J' . since the
applicant wants' 'to' file the application as. early as
possible, or finds it difficult to' analyze the
structure or .theproduct, or s Lnce i1o, cannot be
identified only ,.bya formllia. showing.i.ts chemical
structure. "A molded product of. amel<ilIDine resin
having a surface "hardness of at . least X· is one
example of .' such limitation. This style' of' limitation,
however,· presents a. number. 9r questi9ns,.E!..g.:
(1) IS .. the. scope of. ~ . claim including such a

limitation not broader 'than that of the
disclosure?

(2) Is there no possibility that known .subject matter
may be patented, because its unpatentabili ty is
diffi.cult to show? '

(3) Are the physical properties of any compound or
composition' not primarily the mere "results of
theinvention"* which is claimed?

Yoriko Akane
Hideo Kond9
SadaoSugimoto
Yoshikazu Miura
Saburo Moriwaki
Kunio Yamada

Asahi Chemical Illdustry Co., Ltd.
Fuj i Photo Film Co ; , Ltd.
~ippon Zeon Co., Ltd.
Mitsui petrochemical Industries, Ltd.
Mitsubishi Petrochemical Company, Ltd.
Denki Kagaku Kogyo Kabushiki Kaisha

compositions and chemical
physical p~operties, in. light of. the prov i srons
Patent Law arid Standards of Examination.

*The Japanese Patent Law requires that the
detailed description part of the specification
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ordinary skill'T,,' the art to carry it out easily.
The "results of the invention" do not however,
necessarily co LncLde with "Its' advantageous effect
over the prior art": In accordance with the
Japanese practice", the nresults" are interpreted
wi thin the" contE,;ct.Cifthe ." technical problems which
the invention" -I s intended to solve, and means
emp.Loyad by the invention. for"solving:them".
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Proposal •••[ 3]
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[1] Introduction
1. The manner of Qj'!Uning al1 Lnven t Lon in an

application for. patllnt; is; ,left to the inv~ntor, of applicant •

It; is i however,' .llnderst"1"1d.th"tuapatent;f.or. an invention of

"cdmposition of .matter". (or "prodllct") covers the broadest

scope of protection (Articles 2 and 68. of·. the Patent Law).

As a natllralconseqlle.nce i any applicant. for patent desires to

define his invention as.a.composi tipn "1fmattEg',as far as it

is a1: all possible.

A chemical subs cance mus t , ., as a,' rule, be identified

by its compollnd ,name, or a formllla showing its chemical

s t r uc cure when it is claimed ; as ;th.e invention, and a high

mo.LecuLar subs t ance mus t be descr ibed by a. 'fe.ature or f e a t ure s

describing its .seruceure , I.t ,is ;conside.red that when the

~nvention.relates.toanyother.chemicalcomposition or prodllct

. (which hereinafter mean. a .compositionconsisting mainly of an

organic highmole.clllarweight .compound •.... moLded iproduc t s such

asa film,. fiber, or other product, formed therefrom. or any

other subs t ance, material. orprodllct· belonging ··to the chemical

or related field of Lndus t ry , llnless,.otherwisenoted), it is

a.lso necessary, to analyze ;·the s t r uc t ur aL f e a t u r e or'. f ea t ur e s

to which its properties .are. due., ;and to'· rely upon such

s cr uceur a.I featllre or featllres for identi·fying it. The

desire of many applicants to, define an invention as a

compos Lt Lon "1f,m"..tter, if, "t.all possible, has,h"1wever, given

rise to the tendency to rely solely .llponitscharacteristics

(phys;ical;.;pr,operties, or special parameters) for id~ntifying

it. .This is app"rent1.;y due to ..• the fact. that the Japanese

patent ;systemisbased on. thefirst-to... file system. The

applicant is; required to file the application . as early as

p"1ssib.le.i.Qr Ls not; al,l,qwecj.,t"1 spend a .; l"1ng time in analyzing

the s t r uccur e of the conposted.onrof matter which he considers

some

cannot be' identified on],y bya formllla showing their· chemical

strllctllre.

of

2. ·A numberi.of ques e Lons, howev.er,

matter invention is def.ined ';by

ar.ise if..composition

.i ts charac t e r istics
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(physical properties, or special parameters), ins,tead, of bya

featufe or features describing'its s t ructiur ee
(1) Does' a claIm including such a liml tationcover a

scope which is unduly broader than that of the

disClosure in the detailed description of the

speCification?
(i) Is there a possibility of allowance of a claim of

unlimi ted scope defined by such.ia.v.phr aae as "no t

more than", "not less than" or Ila_t least"," i._e~:i

'extending too far beyond> ,the limits defined by

the physical properties which are obtained by the

specific technical means disclosed in the

specification?

(Li) Is there a possibility that a claim covering a

product of a specifically disclosed process may

also extend to a prodUct made by .anct.he r process

not disclosed, but having the same physical

properties'as 'those" of the claimedprodubt,even

after the ,two products have been found different

in structure?

(2) Is it likely that known :subject matter may be

patented e.g. for the following reasons?

(i) The Examiner finds no reason for rejection;

failing to locate any p'r iorart literature

showing the physical properties under

consideration.

(ii) As is usual in the,majori tyof 'cases, it 'is

d i f f Lcu Lt.. to conduct a test repeating the

disclosure of the prior art literature; in order

to show in opposition proceedings that the

claimed matter was known from, or antiCipated by,

(3) Are the "physicalproperties~ of, a composition

claimed as an invention properly 'considered ' to 'be

primarily nothing but the results of the LnventIon

(tebhnicalproblems>solved,' by' the invention)?

(i) Should, .the,physical>properties 'be considered to
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invention" though they
IIc ons t i t ue ntform the

be the "results" of the

may also 'appear to

features~ thereof?
(ii) Whatever kind of composition of mat t.er may be

>claimed, is it necessary to identify it by a

feature describing its structure to, l'Ihich it owes

its physical properties, as is the case' with any

claim defining a chemical substance?

3. The minimum requirements' ·.·for. an, allowable patent

application are that ,the claimed invention be novel and

unobvdous (Sectionsl and 2 of Article 29 r and Ar,ticle 29 bis,

of the, Patent Law), anp"that the specification describing the

invention satisfy the requirements of Article.36 'of the Patent

Law. Thes,e r equf r emencs are" of course,eqllally.applicable

to any case involving composition of matte r invention.'

The applications involving the "composition of

'!latter in,vention., as .defined by its physical properties" have

g,eatlY,increased since the neW sys,tem for chemical substances

patents;wasintroducedin1975. Due to these applications it

is conl?ide.repthat disputes be,tween the appLdc an t s and the

Patent Office, as well as those with opponents (third

pa"ties), h."yel:?een in9,easing,. We therefor,ebelieve it is

significant to review how those applications are examined, and

toconl?ider ,ho\" they ahouLd be examined.

(2} Actual. ,S,i tuation

l.. Stan,dards .of Examination:

T,hefollowing I sv.a : summary of the' standards upon

which:.the Patent offigereliesw,hen handling the cases under

di,?cussio,n:,

(1), Section 3 of Article' 36 of, the. p"tentLaw,:

Th,e,Detailed Description·of the Invention pursuant

cons t r uct i.on and results of the-_ inv.ention. to. such an extent as

to en"l:?le.any personh"vingor,dinary skillcin·the art to which

i,t pert,!ins, .tocarry i toqt :easily.

,(2) P,!ragraphs. land, ,2 of' Section 4,of "Article 36 of the
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be

the

shall

of

patented

Description
sought to be

the Detailedindisclosed

Invention;

and
(ii), It shall be set 'forth as a separate item or 'items

stating only ,the features;;whichshall be. essential

fOr': t.he coil'st·:c:'uctioh'ofthe:':;-.in've'rt,tionsough.t' ,:to 'be

'patented (hereinafter 'referredto as "claim or

claims").

(3)1 Gene;ral Standards of Examination; -SpecifiCation",

(i) 4.4. Section 5 of Article 36 of the Patent Law

(now Section 4),

Section 50f Article 36 of the Patent Law calls

for' the examination' 'of ;the claim to se'e if it

patent Law',
The statement of the :'Scope of Demand for Patent

pursuant to Item 4 of Section 2 shall conform, to the following

requirements,
(i) The invention

states "only the features which 'are' essential' for

the construction of the invention" disclosed in

the Detailed Description of the 'InvenHoiL

(ii) 4.4.1. Features which are essential for the

construction of·theinventien,

The "featureS which are esse'ntial for';th'e

construction of the invention" are the technical
means that are essentially required for ·atteaini.ng

the object of the invention (or'for·solvirig the

technical problems which the inventlonC'f:s intended

for solving); The essential technical means'can

be recognized from the statements of the'obj'ect,

construction ',and results of the invention' which

Invention. (Therest·is emitted; )

(iii) 6.2.'ii) paragraphsta.ting essential feature's:

No paragraph for stating essen'tialf'eatures is

permitted to include any matter not consi;de;red as

'any of the' essential'features for .. the ;constructi.on
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it,. may ..bE! disc10s.ed in

the •. InvE!n t ion.

of. Artic;le 36.of·' the.. Patent Law, which

.that only .the . f e a t ure s which ar e

for the construction.ofth", inv",ntion

/of ,theiny",ntion, .",ven ·if

theDetaUEldD",sc.r iption ..of

[comments]

Section ,5

pr.oyides
essential
.s.ha11 be, .se t forth in the claim, can be

.interpret",dasrequiring tl]e claim to State,tho,>e

mat t e r s which are es,>ential .for the' constr uc cIcn

of the invention, ;lnd prohibit~ng th", inclusion of

any.other matter .Ln the claim. (The rest .i s

omi tted.)

(iv) 6,:4. Typic.a1 cas",,>' (I) and" (II) ·.of f,ailure to

satisfy Section 5 0f ArtiC;l", 36.of the Patent Law:

:Typica1c;ases. inl'lhich a.v.c La Lm is consid.ered as

being inadequate and failing to satisfy the

proyillionll of section 5· .of. Arti'c1e36, :of the

;E'atent L.aw,are:

(Il (,4) A c1aim ..s,taqng, ,·on+y.th.e object, operation

or re.su+ts of. the,:i(lvention;

(9) l\.:claJm in :l'Ihichth",,:;paragraph for stating

ess",.ntia1 features fails t.o state'any.6f the

:tE!c;hnJca+ .me ans which are considered

es.sentia,l for attaining the object and

.resu1tsof the•. invention;

(II) (11) A claim including a phrase meaning the

lower or upper limit, i.e. a claim which

contains a numer ica1 limi tat ion defLne.d. only

by a phrase·mean·ing the10wer:c: :o.r .upper
,~~~:i,'~';, :;:;~'uch: ::;a..s,,,,'nn9:r'I~s$ __.th'an I~,_ ~9:,r< :";"~''n:6t more

than", andther~by renders', the: inventive

technical meal'lsihdefinitE!;
',·,·c,·····
(15) A claim ect,

op'eratiOll or "'effects) ,i. a' claim which

sets forth only the resuits~r()duced by the

inventive technical means, and from which

the technical mealls'are unclear.
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t4l Standards of Examination Classified by Industry,

"Organic Hign Mole'cularMo1dingMaterials":

3.36. Molding materials and molded products as

limited by physical properties :

No molding material or molded product having

physical properties which· have already! ·"·'been . regarded as

desirable is considered as being unobvious) <if the claim

setting it< forth relies solely upon those physical properties

fOr distinguishing the invention.

It would be • obvious for anybody' of ordinary skill in

the art to specify the desirable physical 'properties of any

known molding material or molded product.

[E'xamp1e 1] A molded product of polystyrene which is not
broken .•. when( dropped.

-: [Example 2] A molded ·product ofa ine1amine resin having

a surface hardness of atleastX.

[Example 3] A molded product ofch1otiriated polyethylene

having a Vicat softeriing point not lower

than :90·C'· a Inodulusin· torsion of at least

1000 kg/cin2 at S·O·C, and a notch impact

streng·th of· at 'least 3cIn.kg!cm2.

[Ex'amp1e4] A' transparent shrtnkab1e polyethylene film

having· a tensile break "strength of at least

5000 psi in all directioris along the film

plane, and an area shrinkage ratio of at

least 30%

(Reference)

:(1) "$tandards for the Imp1ementatienof the System for
composi t Lcn Pa~ents ..(andthe~u1tip1e Claiming System)"
·(October, 1975) -Implementation Concerning an Invention

. of a··.Chemica1Subs!tance (Extract ·froIn "Claims" in the
-:......•.... .•........... .• ~lE']'",L.""eo; '''':":' !'lJ,?+,li':7 '?E)a!::aJ~!.')'l .. :()~ (;a :'~Jzec ificat i on

i ) Chemical sUb.s)=ance:

.A ch~mica1 supstance must be set forth in a

sp~<;:ifically idel'ltified form. A chemical

subseance must, asia rule, be identified by its

name as a coml?,ound or a fo.rmu1a : showing its
chemical structure. A chemical substance which
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cannot be, identified by its name .'. asa compound or

aformiila.showing its chemical structure may be

identified, byrd t s physica'l or chemical properties,

if it is at all possible • If it is impossible to

idenHfy.a particular substance 'satisfactorily by

its name as a compound, a formula showing its

chemical structure, or its properties, a. process

for manufacturing it may also be recited, if its

reci tation. assists the full identification, of the

substance .NO identification by.' the process

alone 'is. permitted.

(ii)·Rules appl,icable specially to 'an' invention of a

high molecular substance:

A high molecular. substance; must be set forth in a

specifica'lly identified' fdrm. Khigh molecular

substance must, as a 'rule; be identified by a

feature or features describing its structure.

The.fol·lowing ;·features carr-be employed:

(a) Recurring units,· (b ) molecular·weight, (c)

ar r angementof units (homo ,·block,gra·ft, head- to­

tail bonding, etc.), (d) partial; character istics

(degree' of branching, substituent, doubl.e bond,

degree. of. crosslinking; end groupietcT), and (e)

stereospecificity (stereoregularity).

If it is impossible to identify the substance

satisfactorily by its structural features alone,

the following characteristics may be added to the

claim, if such addition enables the full

identification of the substance, provided,

however i 'that these cnaracteristics must be

expressed quantitatively:

(a) Crystallinity, vi second-order

transition 'point ;.density;

(b) Tensile strength,'" elongation, modulus,

hardness".impact·strength;

(c) Transparency, refractive index.

-Lf the combination of' "the 'structural features and
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the above characterist1csis still insufficient

for the full. identification .of.> the substance , a

process for manufac t ur ing .i t· may also be reci ted,

if its recitation enables the full identification

of the substance. No identIfica.tion by the

process alone is ,however ,permitted.•

.• (2) .Standards of Examination 'Classified by Industry

II~lloys,',':

3. The. patentabili.ty of an.; invention of an alloy is

judged by taking into consideration (1) its

composition, and 11:Sstrl.lc.tu.rE!, too; df required,

and. (2j.i ts " inherent proper,ties>,:and/or. use.

[Comments]

.The elements composing, an alloy.. and ..their properties

.are·known. .No unknown element is used to make an

alloy. Every,> alloy is no "more '. than a combination

of. elements .selected from among a limited number of

elements. Ther.eJore,noa],:loy .obtained by the mere

sE!lec.tion and combination .of· .elements can be

considered as a complete invention. An alloy can

be consJdered asa complete invention only when its

specific composition has been' ascertained as

providing new' and improved properties and/or use,

Le. unexpected utili.ty. (The r',est is omitted.)

(}) S,t.andards of Examination Classified by Industry

·Gat.,lysts·:

3.2. Judgment on. identity:

3 ..21. Two inventIons relatIng 1:0 catalysts (extract):

w:henthere ar.e two inventions of cat'alysts which

are defined by the proportions or physical

properties of their constituents, differing from

overlap each other in any' of' those features, they

are not considered as being identical to each

other, if the.definit10nof the features of each

inven.t.ion can. be objecti.vely admitted as being

based on .de.finite grounds;' even if they may



p.ll

attain the.same object.

[Comments]
The specifically limited proportions of the

constituents of a catalyst or the ..specifically

selected physical propertiesthereof,such as

crystal form, surface area, grain size and

density, may be considered features which are

easy to choose by the 'mere repetition of a

limi ted number of expedments, as opposed to the

other features thereof. No two inventions of

cata:1ysts are, however, .considered as

substantially !ldentical' to eachOl:her, if they do

not over'lapeachother in anyofi"the constituent

features ,and ifit he definition of those features

of each invention are O1:ljectlv~ly admitted as

being' based on definite intention or grounds •

They are regarded as diffe'i',ngdefini tely from

each other, even if they may attain the same

object.

2. TrUll. Decisions

in 'th'e following ta.bles' each wavy underline is used

to mark acontrov'ehial'poinl:, and both wavy and straight

urfderlinetoshow a feat:urereci ted to distinguish the: claimed

inventJ.on frbm the ipiidfart.

(1) case l(a case not conforming te> the Stanbards of

Exaillinat:ion for "Organic High Mdlecular Molding

Matedals") :

case Patent AppllcationNo. 36588/1978

Patent Publication No.14774!1985

"polyvinylidEme Fluodde Film of High
Dif~l:'ec£:itc'+~s€f"tng€n . 'ia.iidi~ia'process·for I·········· ~~·J0i·

Manufacturing the Same"

Claims

1. A polyvinylidene fluoride film
dielectric' strength havinga' dielectric

of high

strength
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not lower than 10 MV!c:m at room temperature, and
~

not lower than 8 Mv/cm at lOO·C.
~ -. '

2; 'process claim (omitted).

of E~amination Proceedin s

The appLdc a t Lon .was publishedfo.r opposition
purposes without any Offiqe 1\qtion being

issued,rejecting it.

An opposition was lodged.

Grollnd.of opposition tocl"im 1:
Claim.l is nothing but; an e"pressioh of the

...p~sireCl physi.cal properties of .PVDF used for

ma,~ing electdc"lmaterial". It does not

show "ny means for .achieving them.

The.r~for<i!, th~ Lnvention a" .c:i.aimed is not a

.cr.eation .of a technical. concept; which is

obtained by utUizing a law of nature.

Mor<i!9ver, the invenqon as claimed would have

been obvious to those skill.ed in the art,

since claim 1 reci tes no more than what may

easily occur to them as the target.,l'r¥~ls of

~hysicalproperties.pLPVPF of. hi.9hquali ty. I
Answer.(not"ccom~anied1;>y am!' amendme.nt)~J

C;laim :i.isdire.ctedto the' }Ilventiollof I
"film"itseHand is.,.theretOre, Il()t requJJedJ

to set t.o,rtl1 'lny means for aqhieviIlg,i t , It i
is ,not 'h;meree*pr.ession ofde~ire, but means I
for achieving it are clearly s.etforth in,

claim 2 and the specification. !
(iii) The followiIlg de.cision wa" givell on the

opposLc Lon« Claim 1 Ls considered to

pr ov i de a. novel material.hav.ing a specific
level ofdieiect.rrc~~re~gt~, and~is not I,·····,·····,·····:,."",···

considered to. f'lil.t.o det!ne.a creation of a
. technical .. concept which is obtained by

utilizing a law of nature.

Outcome 'l'h<i! application .was.finally allowed ••
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(2) Case 2 (conforming to the s eandar ds of Examination

for "Organic High Molecular Moldil'lg Materials"):

J-,.;=="--' Patent ApplicatidnNd. 29204/1976

Patent Publication No. 42288/1983

Trial No. 20616/1982

"High St.rengthC'.irbon Fiber and a Process for

Manufacturing the Same"

Claims

1. High strength carbon fiber having a skin

containing about .0.3 to 2.5% by weight of a

'. t r.ans LcIon metal se1e<::ted fl:omthegJ:'ouR,cqnsisting

of manganese, iron and chromium, a1'\d/or ,a ,compound

thereof", in, terms .oftheweight, .of,th,e 'met,al atom,

....nd havi1'\9 stra,nd ,composite,s.trengthc,of.~

340 k9mm.2and ca strand,composite elongation of at

least about 1.4%.
~

2,Process claim' (omi tted) •

Histor ofcExamination and 'Trial Proceedin s

(i) After a trial had been .demanded front final I

rejection, the, a pplicatiq1'\·was reexamined by:

the Examiner who had rejepted it, and was:
Iallowed for publication. Anopposi tion was I

lodged to the published application; i
i

(iil suiDfuary of t::hetrial decision (decision on the I
oppoa'I t i on) : ,

I
(a) The opposition is ndt Convincing enough ; ,

(b) The. demand for the't'riaiisde:lied.

High strength and elongation' had a l r e ady

been recognized as desi'iedphysical

pr()pettie~ of carbon before the

the cited reference. It would been

obvious for anyb<Jdy of 'ordinary skill in

the art to define numerically the

physical properties which' were already
recognized as being desirable,
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forFilm

The rejectiori was made

Case Pa,ten,tApplication ,NO",. 51733/1973

~<i:tent I'ublication No;192~2/l98,l

Trial No. 14259/1982

"Biaxially Oriented polyester

Magnetic Tape"

(3) Case' '3, (a case in which the product' claimed was

concluded to 'be identical to the 'product of a

manufactut ing , process disclosed in a pr ior

'application, since 'the process for ma.nufacturing the

~laimedprQduc:t cOu1d,be'cQnsideted as being

sUbstantially identical to the ,pr9cE!SS di~closed in

the prior application):

48

irrespective of any supporting disclosure

of a manufactur ing process ; ,or the

unobvdouanees ,of the process to anybody

o~ ordinary skill iri the art. Therefore,

the 'invention is unpatentable pursuant to

the prov I sLona of sec t Ion 2 of Article 29

of the Patent Law.

Claim

1. A biaxially oriented polyest,er film for a
.' !

magnetic tape obtained by1aminat,ing a pOlyester
;' :.. :-, ........ ,

base filIllQav:ing a smooth surface on a polyester

fi,llll ,containing a finely divided inert compound

dispersed ,therein, stretching the resulting

laminate biaxially/ <\ndcoating" the surface of said

polyest:lS!r base film wi th3LIIlagnetic layer, said

'" "", ",' ':"'" i,'po,lcyest,er""""fi1m""",con,tain,i,,!g"',',,,,Q,.,'Q1,to '" ,2%""",by",weig,h,t"""of

sai,d,i,!ert: compound having a particle diameter of

O.kt:0 1Q microns, said polyester film ~~_~
coefficient of static friction nQt exceeding 0.60

.. "oo .~·r<:·· ............... ...... . .- .. -..,.....~ . - ;..
when it has a thickness of 2.1 microns.
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Histor of Examination and Trial Proceedin s

(i) The difference between th,e invention of this

application and the inyention<,disclosed ,in the

specificatipnofthe prior application is that

the claim of this application emp~oys the

underlined Lanquaqe fdrdefining the surface

characteristicsoL the polyester film, while

the pr ior application ~pecifie~ a surface

roughness .Lndex ofl. 2 to 7.0,.

(H) This difference is, .however, nothing but one

of expression, since th,e polyester' film' as

claimed does, not par,ticularlY differ in

composi tionfromthat described in the prior

applic"tioll, and is ,~",~under_

~~np~~.LJ).ffe.E

from those described, in the a~

(Hi) ,Th,erefore,the"pre,~ent inventio"n Ls identical I
to the Lnven t i on disclosed :in the pr ior

application (Article 29bis). I
(iv) The original ,rejection ,was based on the same I

grounds as those relied upon by the trial

decision.

(~) Case 4 (a case in < ,which the Examiner' denied the

constituent features of an: invention in an Office

Action):

Case Patent Application No. 66015/1980

Lai.d':'openN6,~ ~56052/l9a()
Trial No. 3798/1985

.~-" ,·'w·,,·_, ::::"";T-"'--"~"'''-7,''''-'':'-'':'''':'''-'c:-''''~''?'?':'',',_~;:_,:;,':",W'~"Y..~_,_~."w ="'C"" .. ·w"_,,""'_""__,,"·....__~,, •."

"Moldable Laminate of the Metal-Plastic-Metal

Con~t:ructi()n"

Outcome The rejection was made final.
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Claim
1. A laminate metal-plastic'-metal construction

Comprising two metaFskihs and a resinous polymer

core secured therebetween, each of said skins

having a thickness of 2 to 20 mils, said core and

skin having a thickness' ratio of less than 9 to 1,

said Lamin'ace . having a total thickness of 5 to 65

mils, said laminate:

(i) Having a bending strength, as measured by
I

subjecting a . specimen having a width of one I
inch and a span of four inches to load at

three points in accordance with'the ASTM D790 I
method, which is equal to at least 40% of that I
of a' specimen prepared ·from a solid metal I
forming askin.of l<;lwermodulus, and having I
the same thickness as that of said laminate; i

I
(ii) Having a dens'itywhich ise'qual to from 25 to I

. I

90% of the 'average'densi ty of said two solid I:

metal skins; ;,
(iii) Having as a measure of stretchability a I

critical dome height which is) equal to at I
least 60% of that of a specimen prepared from!

a soUd forming skin of lower ultimate!

elongation, and baving. tbe same thickness as i
that of said laminate; i

I

(iv) Being capable of withstanding at least 30 I
minutes of a nO'-load oven test at 1900F

(87. 8°C) without causing any separation; and

(v) Being. bendableatroomtemperab.lte t:eJ an angle

of 90° to reach a.critical .radius (whic:h means

the distance between .. the pivot and the outer
c··._'··'·.····.··',·,·_··,·.',.'·••.·,'·.,.._.,·._'...m,_._, .._,_,_,_".,_.• ,._,.._,_., •••."•.".,:_."", ..,.•_..-,-".--,_.•_.••t',.-t'-'~:'''''':-'''':'1''i.,,,",,,,~.,.-,:':_...._,."_:_-.._,.'!.':.'':'._'_',_.._,."._:'~".'''' ..'''_',,_,,- ,,_'_..,__;.. ,_·.__ •.._. , "v~?C'._.,·__·.0.-,·•._,.."·•••,·.·..,', •.,,,',,,_·,_·,·,.-,·,·,.-.',_+ •••.••••••••• ~\~ ••.•••..•...••

surface of the inner,skin of th.e laminate, and

is substantially e quaL to the total thickness

of the laminate) wi tb<;lUl: causing any metal

fracture.
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The applic;ation is still pending.Outcome

Histor of Examination proceedingS

The case is still pending (in the proceedings of

a trial' from finalreject16n). In the first

office AcHon, the Examiner cited two references,

applied Section 2 of Article 29 of the Patent Law,

and said:
"The featur",s (i) to (v) .as set forth in claim

1 are nothing but a listing of the physical

properties which are required of a metal­

plastic-metal l.aminate having good

bendability."

Case 5 (arefereritial caee '. 'chosen----for information

from applications pertaining t6.allc:>y~i)

1'-=="" Patent APplication ,No. 145146/1,975
Patent, P,ublication No. 9324/1985

Trial No. 19l83/1983
~Magnetic He;ad"

(5)

Claim

1. A magnetic head fora magnetic recording and

reproduCing system 'comprising Ii core formed from a

material containing 80.5 to 82.0% by weight of

nLckeL, 3.0 to S.O%by"weight ofmolybd",numand not

more thanO. 6% 'by weight of manganese ,the 'balance

consisting substantially of iron, said material

having a magneto-striction~,l x,10-6

and a saturation magnetic flux ,density~

~0.75 Wb/m~

of ExaminatIol'l' and'l'rial Proceedlns'

The feaftires othet thari'the tiilderlined ones

'.

.'

i.e. the composition

within the range of

of the ailoy; fall

compositioll which is

5{



cases in which a claim defined

physical properties alone was

application was finally allowed.

There have been

substantially by
allowed (Case 1).

P.IS

disclpsed in~"panese Patent Application laid

open No. 93999/1973, enti tled "Mater ial of

High permeability", and the magnetic head

made of such material is .also clearly shown

therein.
(ii) The underlined features were known from other

printed pUblications (~apanese Patent

Applications laid open Nos. 3916/1Q75 and

62121/1975) • Neither of these publications,

however, discloses thecomposi t.Lon as

recited.

(iii) The trial deci!;ion concluded the invention is

patentable, on the ground that the cited

reference (No. 93999/1973) did not contain

any disclosure c;oncerning the unde r Lf ned i
fe"tures, though the composition of the alloy.

which it d LscLoaed pverlapped th",ts.et forth

in. the claim, as a result of cons Ldeja t Ion in

the light of the provisions of Section 2 of

Article 29 of the Patent Law.

(iv) The original Examiner's decision had been the

rejection of'the application for the reason

that the underlined features were described

in the pther pUblications mentioned above

(ii) •

(1)

enclosed. in a frame con t a i ns .apointo~ po Lnt s which

believe ,.will call for f.urther consideration or

.LaIoFication.

3. Case study alld Points. at Issue
The following is casummary of the results of our

52
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invention

is usual

claim defining an

isexaminecl, it

those properties

that when a

properties

"consider

It appears

by physical

pr"'-btlce to

A claim \ihichsets forth some physical properties

of a particular matter (or mater i a L, composition,

or product) as the constituent features of an

invention, is, as a rule; interpreted>as covering

any and all similar kinds dfmatter having the same

physical properties, though the physical properties

of any composit iOI) of matter claimed as an

invention may have to be.consider.edas nothing but

its results (or object).. Therefore, it follows

that, even if the specification may disclose the

claimed composition merely as a produst of a

particularprpcess, the claim extends broadly to

any product of· any other .. process . h!lving the same

physical properties, even if the latter product may

subsequently prove to have a different structure.

A c LaIm con'tainirig· a phrase meaning only one of

the two limits of a particular range, such as "not

less. than" or "not more than", may be corrs Lde r ed as

covering an indefinitely broad rahge which is not

supported by any specific example. There is every

likelihood that the allowance of any such claim may

run couritertothe spirit of t.he Japanese "Patent

System which resides in the grant "of an exclusive

right inboml?ensation for the disclosure of an

inyention to the PUblic, since it us~ally. has a

scope, whic.h is broader by far than that of the

disc;losure in the specificiitipn.

i 105 "results i" and t.o b"'-s~ judgment ofi ts novelty

"andiIriobviousriess upon those properties. In other

words, it was Article 29 or 29 bis of the Patent Law

(2)
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.that was applied to the judgment on patentability in

any .• of the relevant cases whi.ch .we have reviewed.

our search has not located any case in which

Paragragh 2 of section 4 of Article .36 of the Patent

Law .was applied for rejecting a claim of the nature

under discussion.

According to a different point of view, the

physical properties of any composition claimed as

an invention should be regarded as its results, and

section 3 Or 4 of Article 36 of the Patent Law

should be applied to any application of the nature

"l under discussion, as is taught in General Standards

of ExalUination: "Specification", etc.
.. .. . .

.

q) 'l'he.re have. been cases in which a claim was

allowed, since the (values of) physical properties

as. recited in the qlaim were not specifically

disclosed in anY prio~ . art literature (Cases 1 and

5). 'l'here have also been cases in which the

Examiner r equl red theapplicilnt to furnish evidence

showing that the physical properties .as recited in a

claim had not been ach Leved before (CilSe4), though

only a few cases .of tris nature. appear to exist.

Insofar as an exclusive 'ri'ght is granted on a

patented inventionlit is necessary ·for· the

Examiner to impose a stringent requi:remeiit upon the

applicant to distinguish the claimed invention from

the prior art,

In the opposition proceedings follpwing the

••' •••..••••....•••...•• 1 pUbliC!'l~;o~ of .an. appl,iqation, .it is usual for the
opponent to cons.Ide r c:ond\1cting a test repeating

. thedisclps\1;e otprior art lit.eratlJre tp show that

the "matter as claimed". wask!1Qwn •. As a matter of

.fact, however I there is hard:j.y any .P+ ior art

li terature containing a complete statement of the
conditions which are required for conducting such a

54
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test, and in many cases , it is necessary for the

opponent as a person of ordinary skill in the art

to establish at ,le.astsorneof the conditions. For

example, if the prior art literature which the

opponent has been able to locate does not state the

name of the manufacturer, or the. grade, of the raw

materials which were used by the author of the

literature for making a resin, itis"ery:difficult

the opponenttoconducta~y test enabling him

obtain all of the physical properties stated in

the literature (e.g. the molecular weight,

ity, melt flow rate (MFR), molecular weight

ibution,and degree ofcrystallizatioll of the

resin). In many of the cases, an affidavit

furnished by. the opponent to argue that the "matter

asclai~edn was known, is not accepted .if it can
only show the test results which differ from those

shown by the applIC:ant. fhe opponent, then, has I
no alternative but to pz oceed with a demand for a:

!
trial for .theinvalidation.of a patent, or even a:

t .,for the. revocation of a trial decision. This I,
appear a to be an outcome which is ",xtrem",ly unfair

to the opponent. ~e following remedies are.

~herefore, proposed:.

P.2l

(i) If the author of the prior art· .lit'erature

which .hasbeen cit",d by a,person contesting a;

particular application is the applicant of:

that application, the applicant should have i

the obligation to show that the physical

properties as set for.th in the 'contested

claim can be patentably distinguished from

,the results. of the tests conducted to repeat

the disclosure of the examples descr in .

. the literature; and i
(il) In the .event that its author is a third

party, . it should. b.e necessary to prepare a

s.t.andardfor objective judgment defining the
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ranges of variation which are admissible for

th,f conditions of a test regarded as properly

repeating the disclosure of the prior art

literature.

(4) There. have been cases in which the evidence produced

(by the 0PcPconent, or Examiner) to show that the

physical properties. as set forth ill a claim had been

known to be "desirable" (see Standards of

Examination for "Organic High Molecular Molding

Materials") affected the judgment on the

unobv.iousness (Section 2 of Article 29 of the Patent

Law) . of the claimed. invention (Case 2; cf Case 1 in

which the jUdgm~pt was not affected even by the

admission by the applicant of the fact that the

physical properties as sel; forth in. the claim had

been. known to be desirable).

There may be a case in which I tis impossible to

locate' any literatu.re showing that the physical

properties as set forth in a claim have been

recognized as being "desirable", and it is

therefore, difficult to produce evidence of the

fact that they have been "desirable".'

No claim alleged to be directed to an improvement

of any knOwn or silllilar physical' properties , but

defining a substantially "indefinite··range" lacking

the upper or Lowe'r limit, should be' allowed, since

such a claim itself is proof of ·the fact that those

physical properties have been known as 'being

"desirable", even if there may be no other proof of

............. ········;;··.,·····>···.···+··tha·t···.····f·ac·t··i·· .···Any' and ··a·ll;;.···suc:h. c:·laimsshould·be ··1················

rejectedasfailingtosati~fy the requirements of

Section 2 of Article 29·, or section 3 or 4 of

Article 36, of the patent Law.

If it is obvious that the physical properties as

set forth in a claim have been known to be

56
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".desirable", ozi.f. it/is di.ffi.c.ult to shpwthat the

physical" pr.oper.tLes whichareexpressE!d;: .by special
:parameters' have be.en known . tOcbe. desirable, the

Examiner should reject t.heclaim by relying upon

. some pubLf.ca tLon. which he ;considers. r",.levant, and

require the applicant to show that the claim does

not cover any known matter (or defines only novel

subject m~t.ter).

.'

(5) It .'. has not been required that a claim directed to

the "composition of·: matter invention as defined by

its physical properties" set 'forth specific means

for attaining the' invention. The c· Patent Office

agrees that the "specific means for achieving the

specifiedphys'icalproperties are clearly. shown" • if

a process for manufacturing·the coritpo.si•.tion claimed

". is described in the Detailed Des"riptionpart of the

specificat:!on, or if a manufacturing process. is also

claimed.

There :h~s been a case in which the ,object or

results of thei'comp~sition(J~c m~.tter invention as

defined bl' its physi~""lprOper~iE!~" were regarded as
residing in the actual realizabilIty of the "matter"

(Case 1)

According to a different point of 'view,'!lowever,

the "composition pfmatter" should be iderlti'fied by

.afeature or featur.es; showing'its s t.r.uceur.e, as is

required' of.. a chemical substance , if' the coriclus ion

·of Case 1 is cor reee ;«

··If a claim. sets forth a/specific darigefor each

, .." : -l- of a plurality of"physi.:al.. properties!~;i t wO.ll.~d \ k,
be necessary·'tC:L see :if the specific means which are

required for achieving all of the physica l,

proper.ties within the ranges asset forth in the

·claimare clearly shown by examples r 'or .o cbe rw i se

(to .the extent.whichenables anybody of ordinary
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skill in the art to carry outt.he· .invention

easily,," . If there is no'sati.sfactorysho~ing,we

would conSider that the application should be

rejected as failing to satisfy the requirements of

Section3'or<4of Article 36 of thepatentLa~.

(6) The Standards of Examination classin,ed by Industry:

"Organic .liigh Mo.1eculaZ:Moldin<;l··Materials" clearly

show the guidelines for the examination of a

composition of matter invention defined' by its

physical properties. Some .cases.have been found to

conform exactly. ' to ,those Standards of Examination

(Cases 2 and 4),rbutthere, have also been cases in

'which ,',the examillationcannot necessarily ,be

. considered -as having been: made:'in conformity to the

s,taridards (Case 1),

to the' Stand~~cis of Examination

ensure that all the Examiners

of the same nature in an equal

stdc~con~ormity

is essential to

examine' all cases

'the' origillality.of . the <invention.

It is true that aniLnventior (or the applicant as

his assignee) is allowe'd to express his own

inventionas ..he likes. It is, however" de:sirable

'that complete' standards .of examination;: be made

way' and reach conclusions of the same nature.

Insofar as only a 'ver'?~~~ll proportion of patents

actu<llly invali~~ted by trial proceedings,

there' is every iike11h6od that the issuance of

patents, throu<;lh an a relaxed standard of

:examination may. res.ult in the protection of

inventions lacking novel tyand unobv Lcuane s s , and

it:,:also impedes :the prog.ress of technology, which

is contrary to the object/ahd.spiritof.the Patent

Law. Therefore, any patent ·should be dssued after

"acl'aimoi: claims have been carefUlly examined in
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available for the inventions pertaining to each

different field of technolog.y having a different

level of development in order to.provide a bas is­

for' judgment ·011 the allowability'of any of

differently worded claims. There are some fields

of technology for which nosa.tisfactory sta.ndards

of examination are available as yet. Moreover, it

is important to revise any existing standard of

examination to update it by incorporating any

progress in the relevant technology.

[3] Proposal.
1. A claim defining a composition of matter invention

by its physical properties should be allowed only with a scope

which is· as broad as that of the disclosure in the

specification, if the inventor relies upon those properties as

a shortcut without ascertaining if there is any other feature

that can more properly be relied upon to identify the

invention. An allowable claim should be limited to one

defining only the specific range of physical properties within

which it has been found possible to solve a specific problem,

insofar as the solution of a specific problem is the object of

any invention; or one including the use of an invention as one. ,
of its constituent features; or one defining a product by a

process for manufacturing it; or even one directed to a

manufacturing process.

2. Particularly strict examination' should be made in

allowing any claim defining a composition by its physical

properties, if the invention is considered to be novel only

for the reason that the physical properties as set forth in

the claim differ to some extent from their counterparts

cover an indef ini tely broad scope should be allowed. Even a

claim defining an adequately limited range of values should be

allowed only after careful examination has been made to

ascertain that the range recited is properly supported by

specific examples, or other specific description in the

5[1
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ppecification.
3. The strict adher ence by all the E~aminers to the

Standards of Examination, thepreparatipn of complete

standards ofexaminati.onfor the in17ention;spertaining to each

of various fields of technology ,and·the up~dating of any such

standards to incorporate any progress of technology are

considered essential.
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MANAGEMENT OF TRADEMARKS IN A U.S. COMPANY

In most large U.S. companies, the trademark group is

responsible for all the worldwide legal aspects of

trademarks and trade names of the corporation and its

subsidiaries. The trademark group at Monsanto also handles

copyrights worldwide, and this is not an uncommon situation

in a U.S. company.

Specifically as to trademarks, an in-house trademark

group is responsible for the registration, maintenance,

proper use, enforcement, licensing, acquisition and

divestiture of trademarks. The group also develops and

implements companywide policies and procedures relating

to trademarks, and establishes an accurate record system

to assure that no trademark rights are inadvertently lost.

In my experience, a hard working, competent attorney

and secretary can handle a trademark estate of about 3,000

registrations. That includes everything attendant to that

estate; such as searching, filing and prosecuting U.S.

applications, instructing foreign associates to file

applications and oppositions, renewals, licenses, reviewing

and control and overview of litigation. However, such a

small staff may result in a backlog of work in the event the

attorney takes a long holiday or becomes ill. If more help

is needed, consideration should be given to employing a



paralegal to handLe "such .t.hLnqs as renewals"filinginstruc..,

tions ,to ,foreignassocia,tes r etc;

The trademark 'attorney should take great care 'in

selecting his foreign associates.' To a' large measure, the

strellgthof'the,compallY's internatiJonal ',trademark estate is,'

depelldellt'upoll themallller ill'which.each'foreignjassociate

prosecutes ',the .applicatiolls alldellforc:es '.the 'trademark"

rights'Qf the:COInpally••'A'poor,'choice,'clf an associate by the

trademark attorney .can ' r'esultdn "ullnecessarily<weakmarksl

while,:.the •choice of,'a"good" capable ass'clc:Late'cian'prov:Lde

strongmarks'ialld .a ,goOd marketing' positioll. 'Ln "allY event,

the trademarkattorney,'should cOllstantly reView'thequali1:y

of the work done by each associate, alld be ready with either

praise for,!Work'well ,dolle ,'or con's t ruc t'Lve criticism;,:or'even

termination ifor ,work of unacceptable, quality.' 'The attorney')

should, also make , sure, that the associates,receiveprornpt

paymerrcro.f. their debit .ncees,

Although 'it may '"seem odd to view a trademark'"attdrne'y

as a ,teacher ;, 'much .of his 'time is Spent in "educatihgnlenlbers

of the business groups; This ,process ofiedllcat:Lotfcan' take

the f ormvo f converaat.Lon , 'memos; formal ,speeches and '

the :arid injp]le,~nel}i:'!li::~()rtClf'c:()~1p",rt:(,'.'""""""" """"" "j" "., "".".
poli,cie$,'llld, prQcedures • ,This is .,an:ongoi,ng' task because

of theturlloVerofjpersonnel'within eachbusi,ness group.

-2-
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However,thea.ttorneyshould not view education as a

repetitious chore, but rather as anopportunity to. inform the

business people, thus making his job easier while furthering

the successful marketing. of the cornpany.vsepr.oduct.s , This is

particularly,trueof .the corporate. trademark policy and

procedure, It< must have. ,the full,support:of.top executives

and sholild.set forth:thecompany's basic posture, toward

trademarks, and provideguidel,ines on the identity of the

company that::will own.the, marks; selection of marks, 'proper.

use, proper.type Lstyle:and,colors, labeling.and.lic.ensing

Wide· distribution'ofthis mater·ial thrc;>ughout .. the'company

and compLd.ance ,with, ..i,t"Wil,l. be most .helpf\1I,to.the,c attorney

in 'doing .his :,job .and in keeping hisclient.happy.

In.add,ition .to r.elying.'upon others to .handLe the

company vs. trademarks dn' foreign "countries ~ ' the' a.ttorney must:

also rely upon .o.cher s to ,w.atch for conflicting marks ... in

other countries. He must check the U.S. 'trademark gazette'

when it is issued each week, but it is not practical for him to

check the ·.gaz·ette for all'.the ,countries where the company does

bus Lneas., !oIostU. S .,companies. subscribe·to 'an international

wat;chingservice.which, for'areasonable sum; will review

all trademark.gazettes .and advisethEL'attorney of any'

world" The attorneY'need' only review thenotices.received

from the watching service and ,". if he perceives a COnfliCt;'

either enter into direct negotiations with the applicant or

instruct his foreign associate to negotiate and/or oppose.

-3-

64



.In a largeU. S. cOlllpany".a tradelllar)<.groupworks closely

with business people .in advertising, public relations and

maz.ke t.Lnq and with,patent.attorneys and general .Lawyer s, ",II·

on a worldwide basis. The attorney must.also work.closely

with the accountants. At.Monsanto, and at IlIOst other U.S,

cOlllpaniesi,theat·torneylllust.Colllpute the annualpudget fori all

tradelllark .work.. The budget is based upon thelllarketing. plan"

of each bus ine.s s group,. but it is the accountants who watch· the

expenditures wit.h '.aneagle,eye:. .In the U. S., ,the j:raq.elllar!>,

functiolJ is sOllletimespositioned in the PateI!tDepal:tllleI!taI!d

sOllletilllesin"the LaWiDepal:tIlIent. In,atechnology-basedcompany,

the tradelllarkgl:oupis.usual1y'a part, .0fthePatentDepal:tIlIent,

otherwise it is part of the general law function •.. In a highly
'-- . ,--

consumer-eorLerrced cOlllpany whel:e·'tl:adelllar,k.sare ,9f great- -
illlportaI!ce, the t.radelllark funGt.ion ,is s.ollletillles,·a free.,.st~_'1<:ling

group rePol:tiI!g to the;presidentOl:a ,high.,.level vice pre"id~nt.

_ The attorney's basic task is to obtain and llIaintain

tradelllark rights.. With regard to registratioI!, .the attol:ney

should be; aware 'at an early stage.whenever .. a ..busLne s s group

is considering the seleGtion<.o.fa new tra.delllar.k. At this

tillleitheattorneYPl:0vides advice.onthe.. selection of an

approprciate;tradelllark and.on,the 'legal requirel\lents for

a Lso •assist. thebusinessgl:.oup...in makLnq van. informed ,. decision

as to the countriesWhel:eregistl:ations '.s.hould be sought. The

attol:ney,sb.ouid then,elillline,teany proposE\d llIark.thatisinher­

entlYunregilltrcable fOl:.ilege,l.ree,sons, SUGb. as the. word being.

-4-
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generic or merely descI"ipt:ive. After the obviously unregis­

trableproposals have been eliminated, the attorney should

make, or arrange to have made, a trademark search 'in each of

the countries where applications are to befHed. Upon

receipt of the 'search results, he rendeI"s a legal opinion to

the biisinessgroup'as to the avaHabi1ity of ,,'each mark in

each country. After obtainirigthe f'inal authorization of the

'business group to go forward, he arranges for the, filing of

applications. It then becomes the responsibi1ity of the

attorney and 'theforeign<associate ineaChc'ountry to prose~

Vcuteeach'applicatidri"through to' registration,. "In the

process, 'it may become necessary to amend,' some portion' of the

application, usually'the'description'ofgoods; to overcome

objections by the Trademar'JQOff$ce' 'or to 'negotiate settlement

agreernentswith, theowri'ers'of'prior rightS. Allof this "mus t,

be done while retainiJng ;itheabiliJty ;to'usethe trademark in

effectively marketing the product in each country.

'After a registration issues i'care must betaken to

accurately enter ';all 'the necessary data into 'the 'records.

The record must "be.completeandaccuI"ate 'to assure that

consideration' is'given'to ';renewing the'.re'gistrationat<the'

appropriate time'. Poor recordscanresult<in'the 'inadvertent'

group 'shOuld be contacted 'at Least' six months prior to the

renewal fdate to determine"whether'theY'wish to renew and

whether they can supply 'any evidence o'f .use 'of the'Iriarkthat

may'be required . When a decision ;toI"enew has" been.obtairi.i,d"

-5-
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from the business. group, i.t is the pllty,of the attorney to

file the renewa'l applicationin .. the U.S •..and give .renewal

instructions'and the· 'appropriate documentation to the

foreignassbciates .As is the case withalmostfeverything:'

concerning trademarks, art accuraterecbrd must be kept of

all facets oftherene",al applicatiortartdthe<hsuance bf it.

A computer and software designed specifically for

tradema'ik.'iecord purposes ar"essential to the maintenance

of ·Fecords. 'z.i.irlu.ii re"ord,; are subJect . to errorsbtlos,;

and carihOtB.. f"'lfed\lpbn f6r mairlt.a'ining critJ.:caiClate,,;

The~tl:.o":neYshouldpE!riodic~hy>i:-E!vie""'acopyof the

comput.eipiintouCto catch anyobviousmistakes and a copy

of theprintOlif shc)Uldbe givent.otlie business group so

they can be aware of t!l~:exact' status 'arid ~xtellt of\!l~ir

trademark estate.

review of advertising, labels, promotional material and

One of the continuing tasks of an attorney is the

technical papers to make sure that all the company's

This is especially importanttrademarks are properly used.

in common law countries like the u.s. where. rights can be

lost as a res?lt of poor use of the mark by the owner. This

kind of review involves a

often must be done on short notice. However, it must be

done 1'-.0 Illaintain tp.e integrity of the marks and to help

them remain ~;:r()?g.fpr enforcement pu,,:poses.

,6.-
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Ifa'riia'tk is m6detafel::rwell-known, it is surprisingly

easy t60bta.in at least preliminary information on an

infringement. In my own experience'; my best aourcesi.o f

information have been the company's sales people in the

field,distributors"customers and domestic ,and ,foreign

associates. The Qfficial gazette"of t,he tr,ademark office Ls

also a source of conflicting marks.

Inmanyil1stances in theU .S~, i;.mi3.rk is "infring;eq,

because the .infringer .kl1Qwsnothing about; trademarks. and i",

unawaze that he is infringing •. This usually happens at the
,_, , '_, "do .•, .. ',"_"" '," .. '," ',',' ,", _""'_';'_ """" .. , _ •. : .• ', "'"

retail level. I,n sim~~e c?-se,~ of .. this nature, the trad!'mi3.rk

atto:rney Qan 'lllicklyverify the facts and obtain the consent

of the business group to, send a cease and desist letter '''-/

The business.group should alway~ be colltacted because the

sending of a cease and desist letter might lead to

litigation even in the most innocuous cases, and it is the

business group that will pay the litigation costs. Upon

receiving the consent of the business group, a relatively

soft cease and desist letter should be sent to the

infringer. The letter usually causes the innocent infringer

to stop infringing and offer a commitment not to infringe in

the future. If the first letter is unsuccessful, a second

letter threatening litigation usuahy achievesth~desired

There are sOlrieinstances ';h"tethe facts indicate ~ha~

an infringer is fuiiy<l.w<l.re ~hat hE> is irifri.;'giri4 and Is

doing so in order to make as much money as he can as quickly

.;.'7-



as he can. In . these instances, the' attorney·,mu:;.t, act;

quickly and decisively. Ofcour:;e., the, fa.cts must be'

corrfirmedand. the business group .consulted, but, botllthese.

·th·ings.shouldbe done very' quickly. The att,orn",y Sh01;lld·

.then'arrange .for the. immediate .. f i ling of, a"trademark

infringemimt/unfair competition suit· .01', if·.the si,t,uation. .is

particularly bad. and the infringer ,is likely to ]f·J;",."" a

court order can be sought to raid the infringer and seize

the infringing. goods.and. the recordsre,latingto t.hem, This

latter action is .somecdmes ,taken in, counterfei.t,ing caaes-,

After the filing of the' suit or theconduc.ting oft,he raid.,

the litigation goes ' forward until thepart,ie:; r",.ach '"ile

settlement>orthe 'court hands down. .a decision .AlthoUght,he

trademark attorney .i.s in overall control' of j:,he Case, .a

trial attorney associated 'with ,anoutsid", legalifirm. ·i.s.'

a Lrnos t., 'always selected to make courc-appearencea and, handlie

the day-.to-day aspec.ts of the' liit,igation. Thus, .there must'

be good communication between the trademark.attorney·andthe

litigating attorney. The trademark attorney must also keep

thebuo;iness group advised'. and' seek their commentrs.rand.xl.nput;

as .the litigation progresses. They are, after 'all,hi:,;

client and the people who pay the·bills .

. 'There there is hOnest of
."

op.inionbetween'two reputable companies and their respective'

trademarkcoun'selias. to' whether aniilfringement exis t s, The

attor.ney<for, the aggrieved party ,the.plaintiff, must be

certain .o f ' hislegalipositionand, ,with the consent of the.

-8-
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business group, lI\akepreparations as though litigation is

inevitable. He lI\ust, thoroughly investigate the alleged

infringement and tryte obtain information on the· number;·.or

volume df'infringing sales, as' well. as his opponents reaction

to any pt:i.orntirademarkcontiroversies;Credit r.e'ports, private

investigatOrs ,interrogatories .. and depositions should be

used to build a solid foulldation for litigation.

During this time,' the'. attorney or the litigatiion

attorney or aranking.member:ofnthebusiness groupshould.be

trying td'negotiate an acceJ?table'settleme'nt with the

infringer. The negotiations should .bedirect",dtowards·

preserving .thecompany's 'trademark rights .while avoiding the

expense of nli'tigation. Ifa settlement isreached,the

agreement. will likely' be· drafted by the trial attorney and

the'. trademark 'attorney non, each sideo;f the case. If .an

agreement cannot' be reached, bbth:sides ..and.their respective

counsel must .prepare ·for·a long,' expensive court . battle ..

'Imregard' to agreements,' the largest volume of agree-·

mentsprepated bya U.• s. trademark attorney are' in the area

of licensing. A U.S. company with a.substantial trademark

estate may have hundreds or even thousands of trademark

each license .to'. the satisfaction Of both the business group

and the other party to·the nlicense. He'lI\ust also preserve

and possiblyenhancethecompany.'.s 'tradema.rksand complywi:th

the laws of the countryi:n ques ti:on. The: 'tradell\arkattorn'ey

-9-



A gooli U.S., tra¢!emiirkattorneY is, part.lawYer, :par.t

teacher:iin.¢!part marketing expert.. ..HiscoJlnterpar:t in other.

countrie's mayllan¢!lesome, of. the lietail;s liifferently"butI

am sure .t;hat;.a .U.:5; corporate •• trademark attorney· and- a

cqrporate:trademark in,some o·thercountry.both ·have
.. ,.... ······Ii.. ·.·, .

tllla:'same goal, of" maxim;izing their •company , 5 trademark, .esta·te:

in a cost-effective, ethical and legal manner.

is also called upon :t,o"draft"themapy::corslarts !inCi undertakings

entered into with the owners of possibly conflicting marks

encountered dUrirg ,the, prqsecuting '. of trade\Ua:r;k",pplications.

As is. the case wit;hthe applic",tiors" registr",tions ' and

renewiils, ,all of the licens.es",ndconsent;s .mus t, be, made of

record; so :the traCiema:r;k atto,rney and tjle business group can

remain aware of them. This is another joi:l for thlaU::omputer.

Atrademiirk is thefoc,al .po;'!11:"ofgoodwil;landitmight

be, said that the att;qrneyjlaslit;tle:.¢!irect conneo t.Lon with,

th,egqq¢!willat;tached tq"a t;riid.emiir~.,,;¥et, in,,,,' Sense,

everyt;hi!1g he does ' Affectsgpodwill. The:at;torney' s, .Lnput;

on .theseloac,tion of aLgood miirk,his, prosecJltJon"o:!;jthe

appli<:;iition, his reyiew ,0,fpJlp;lications,toensure proper .u'se

of the mark, his educat.Lon of,t;lle"bJlsineSS groJlP, hi,S.,

implementation of trademark policies and procedures, the

li<:;el\Ses, he" drafts',iill"have a bearing,:onhow the .pub l.i.c

percei\l'es: the. mark. :an¢!t;llus, have: bearing upon goodwill.

LOUIS M. GIBSON

-10-
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PROTECTION OF SERVICE 'MARKS INTHEU,S.A.

u> S.Law defines a service mark as follows:

"The term: "service{' mark"'< means iii mark used in th~

saleoradve'rtisiirg'Of services to identifythef

services "of'bne person and distingiiishthem' from

"-':the-' services 0''£' o t.hers i"

Service marks resemble trademarks in many ways, and under the

U.:5.' tradkmark ,law/the Lanha.fu>Act,·theyc:: are accordedequiva­

leritprote'cti()n~'AlthoughselY:i.cemarks are frequentlyrefer.red

to, incorrect1!y, astr'adeniarks';tlo legal consequences ·turnoh

the Use' 'Of 'the correctterm'ihblogy, Infact,thefiden,tica>l mark

may beused:as both 'a.trademarkandaserv:i.c'e markby'the: 'same

business'Fs1.lch as a company' selling food ·and also providihg

restaurarit.services 1.lnderthe'sanie: mark.

Thus ,whiilea 'trademark acts to identify and disting1.lis'h

the source .and qual.Lty of a tang:i.ble product" a· servi.ce mark

functions to identify and distinguish the source and quality

of an intangible service. Likeatradeniark>, . a. service, mark

must' identify and 'distinguish'land- to meetthisreq1.lirement,

it cannot merely describe the service, In order to clearly

identify t.heservices,forthepurposes of bothobt.aihirig

showca·direct:association in i ts-:advertislng between the-'mark

and the service rendered.
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As I have unerit.Loned sca service mark must 'be u sed in

connection, with a going business enterprise, It cannot

ex.i.s t.. in gross . The:basis "of, prot.ec t abLe, rights in a

service mark Ls act.ua l, us"'. in trade. Thus"use of mark

Prior to. the beginning of act\lal services does not q\lali,fy.

In 0PE3 ca se,., u sevo f a);t::€!stal],raQ.t servLce .mg~k:_:qIl_-,an__:,q~fice

doo.r ,aletterhea,g,and on architect\lraLgra",i,ng",Pri'lr to,

th"".opeIling,ofthefirstrestauraIlt gid not; ,,,,stal:>lish,'

service mank rights.

In order ,to S,onstitllt"'/'llse~, the mark mus t; qe,\lSeg or

displayed in the s?le,or, advertisingqf servLcea. and the '

services rendered in commerce. The required use can be made

in many di:Eferent way". ,$or example, use of ,th",mark, on a

sign outside a.restaurant is "ervicem?rk use in connection

with restaurant seryiqes. \lse.on alll'lving van ,is ,p"'lpe".for,

mov Lnq "e"vic",s., use, on ·aircraft for air: tr?nspqrt?tion

services, and use, on insuranceapplicati0Il.;I'orllls for

insurance services. Use,An agvertis",ments caniaLso. qualify,

A problem may arise if an applicant s",eksPfot",StioIl

for a service that is merely normal and ancillary to the

s?l",., o f goods, ,thUS, "egistr?tioIlwillqe ••fefllsed on..the

" '''',n,;

Ln oth",rwords, s",,:vices which .are c0!"lll'lnly" inqid",nt?J., to

the prpgupi;i,:mpr, saJ.",pf goods ,'dP-: not, constitute ,..... services":

sUfficiept to jl1stifytJ;1"r.e9isi;r?tioIl 'lf amark,as a •. ,service

mark. Unger i;h~s.?pproiich, extension of,:qregit"J:)y a r",ta~'1:

-2-



merchant was held a servicesllfficienttosupport a service

mark, whileapublisher'sqllotation'of' its, rates for' adver~'

tising space was held merely incidental 'to publishing'andnot

sufficient to support 'a service mark. Promotional 'services

consisting of condllctingdemonstrationssolelytodemonstrate

use of the 'goods 'is nota "service", 'but if the'demonstra-'­

tions do more H:nanmerely' promote,' the sale' of goods , and also

generally"instrllctbllyers in' how to use the kind of 'prodllct

in general, then this qualifies .as a "service"; Thus,'even'

though the same term may function both as a trademark and a

service'mark,'the service mustconstitutemore then mere

pxomo t Lonvand advertising of one ts own goods •

under' present law/ anon"U.S;service mark'owner can

apply to register 'its mark in the' U.S;'based"on (1) a

forEdgn'registrationof the mark; or (2) 'a foreign

application to 'register thematkif theU;S; application is

filed within six months of the foreign' application(or( 3)

use bJ: the mark in the U.S, For applidations inll) and

(2), the foreign service mark owner need not allege any use

of the'ma.rkanyWhere.

flowever, 011 Novembti.r'16 1989;'anewttademcb:k law'w:ili

the filing of a'u.S.a.pplicationbY a service mark ()wner;
Under the Trademark Revi'sion'Act, a domestic or foreign

applicant may>apply 105 regiHeFa mark'based uporia'bona

fide'intent'to' ulsethe mark in theU,S.The applicat'ion

-3'-
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must state the int",ntionto /lls"';jjthe, service,s for which the

mark will be used; and the manner in which the mark will be

used. An "intent-to-use" application need not be accompanied
i ."'. '~', ' , "'. "'" .' ',. :.

by specimens showing the mark, "but ,it must include a drawing

showing the proposed use of the 'niark. The application will

then be revie",,,,<:ll;?y,a,rl(,,,xa,!\~n~n9"attClrney,and V approved,

published for opposition. ,In the. absence of, .an .oppos Lt.Lon ,

the applicant lI1illhave six moritihs 'to prove 'aC'tu'a'l use of the

mark; after which,th"",:r",gistratiCln will, issue. Extensions of

the s Lx montihcper Lodiwi.Ll, be :madeavailable, .once the service

mark registration hiisbeeriobfain.~ci,thebisic'ie'quirements of

maintenance and enforcement are the same as those for a trade-

mark.

9rle Q:fthe more impor~a,l)tasp",?t9 of a servicell\a:rlt is

to make :"surethat the 'mark is' properly 'used. The markvmus t;

always be us~d indiiE!ctas;;bciiiH6ni~ifJ:' thE! service

rendered and i<:lepti~)'the sOIl:rce qf t\1i,ltse:rV:ic",. failure

to do so may result in the niark losing its/status 'as', a'

service mark.

LOUISM. GIBSON
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'I. INTRODUCTION

Qn1988.I,and ,N,o,vember

as the result of harmonization efforts on

Tokyo,

'INTERVIEWS BY EXAMINERS I'NJAPAN

"KiyoslliKu's,,''':a. SHIMA"Diu CORI'ORATI ON
, YoshiJior i Ohtsuka.TOYOTAMOTORqORPORATION­

ShLn-ii chi ,Suzuki. ,FUJI, HEAVY INDUSTRIES LTD.

Toshio Funahara. Teijin Limited

'y'oj iFu'kushim~. EBARA CORPORATION

'Makoto ,Takashilna .Oki'Elect ric Industry Co-,.Ltd.

,~oj iEbata,Ri<;oh<;pmpan:y • Ltd

Speaker: Futoshi Hayakawa. AISIN SEIKI CO.• LTD

ABSTRACT

As the result of harmonization efforts between Japan,

U.S.A. and Europe on the operation phase of their patent

Sy~{l,ai, a consensus was rea:8hl,da.t ihe m{etiilgl>.e'ld in

PIPA

Japanese Group. ComD'; ttee No. 1

Subcommittee>N6. 3'

Co ns.fs t; ing of:

"harlJl~~ni~_ati()n,_o( prClc:~is~,.?_f int_erviews. QY examiners."

The Japanese pract ice has been rev i sed and was put in

'effect eff'ectiveMa.y I, 1989. This paper -..ill report

t h e, p.r.a c t-Lc e oJ::,ejn:t,er-.,Vi;ew5 j).ye.xamine,rs -so r e.vLs e d , .I.n

comparison with that in the U.S.A.

consensus was

Since October 1985, the three patent o f f Lcesvc o n.s LstLn g

of JPO, USPTO, and EPO have been working on harmonization of

patent system and practice between Japan. U.S.A. and Europe.

November 1, 1988 o~ practice of "interv'lews by examiners with

applicants"

practice phase of the respective patent systems. It was then

mutually a g r e e d to put in effect the practice as soon as

practicable.
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The points of the consensus were as f.o.l Lows :

(1) Interview defined. 'as a supplementary means of exam"

ination.

T2r Participation in interview. 'with the opportunity of

at least .o.ne. interview during the pe.r Lo d of· ex amL­

.na t ion.
(3) A 'fbrmat of record. which will be incorporated into

do c u a e nts vto be t hevp ubI'Lc for inspection.

(4) Commi tment of the examiner to perform.

will respect the result of an interview.

The p r a'c tI c e of interview' in Japan has been changed in

line with t h e vabowe, effective, May 1, 1989.

This' paper will ,,' introduce the practice of interview in

:(apan so revised. in comparison with that in the United

5 t a te's . '~J

I. q'COMpcARISON" OF rN'l"ERVIEW SYSTEM I,N JAPAN 'WI'TH cTHAT IN

'U.S,A.

JAPAN

Examiriatibri'ofpatentappli- Examinatiori of patent appli-

cations: On a documentary cations: Based on the

basis(Rule 1 of Patent Law). record (37'CFR 1:2 ). 0

An Interview is a means to

supplement the documentary

examination so as to estab­

lish mutual understanding be­

tween the examiner and the

,JUlpJi<;!i!lt,t9<;Qntr!,b ll,t""t,o

the prompt and appropriate

examination of the appli­

cation.

Similar to"the onelshown'left
-,

.'

FRANKlIN,'c'PIERCE
LAW CENTER UBRARY

CONCORD, N.H. 77



2.lIethods of Inter-view

PAGE 3

.

', ' , .. '.... , ,.

JAPAN U. S.A.,

.v. ..~ " ;, -,

Re s t.r Lc ted always to face-to- In addit ion to f ac e r t orf a c e

face interview on personal interview, telephone -icnter-

app ear-an.c ev o f the applicant. view.maY'c,be 'available

, ,

3.How Interview is conducted

JAPAN

(l)Interviews at the initi­

ative of the.examiner:

The examiner may have an

int"rvjewCwit h the'appl i cant.

the opponent or their repre­

sentatives. based on mutual

'co'n's'e'nt":

la) Duringeaa~ination of

an application. if thein-·

vention is difficultctoun­

derstand and examiner con~

siders that an interview

would contribute to prompt

and appropriate examination

of the application; or

Ib) During an opposition

procedure, if the examiner

considers that an interview

...................•Iw·i·th·both· part·iesto hear

their allegations or to have

evidential means sorted out

by them would contribute to

prompt a ndrap p r op r i a t-eiexamI>­

nation of the opposition.

78

U.S.A.

An intervjew. should; be, .had

only when the nature of the

case is such that the inter­

viewcou,I.dc serveLtodeyce!pp

and clarify specific issues

and Le ad.s.to am.utual .unde n-'

s t-a n d in g betwee:n-··t··he exami-ne·r

and the applicant. and there­

by advance the' p-r o s e cut ion of·

the ,a,p.plication IMPEP 713,,01)
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Interview "for -th-e -pur.p.o s e of

"sounding out ~, examiner

should not be permi t.t e d. (MPEP,

713,(13)"

Th~ (jSP1'() ~anJJ,q~,as"an"

expouJJ,~e~of ~he pa~Rn~

nor ..a~a ~qu~~51~qr fo~

viduals.

(2J,Interyiews,at "the r,e,ques,

of the applicant:" Interview for discussion of

ta) ,Thee.xaminerh,olds patentability of pending ap-:

an,in,e,rviewat,least o nc.e p Li c a t i o n s will not be had

throughqu,ttheperiQd, of e x-. before the first official

aminat,ion,excep,tfo,r: action thereon (37 CFR 1.133,

,~AnappliCa'tion,fo,rwh,i,ch MPEP 713.02).

a r e que s t- ;",f.or,. "e~,am,i:n,,3:.t ion' -Jha,s In the case of cant inuat ion

not been filed; or substi~~tion ",pplica'~iqns,

,-All, .pplica'ion hq~eve~, Ji~ m",y be h",dJpri9~

not r.e a c.he.d .t.he "t imeforin~ tq:cis~u"'JJ,~e of ",he first

itiating'j1;;he,examination;, o£;fice,action. It ,may also

-All, app,lic",tiQJJ"f,ol( whi~h be p~rmi,,~tble restri5tion or

a decision of publication has clas~it:icatiQn

been drafted and approved

within the Patent,Office (ex­

clusive of all, application on

which all, opposition has, been

filed).

An interview for merely

ma-king' -i-nqui'ries- -abo-u-t-·p'a,t­

entability iSJnQtJaccept.

(b) The examiner may de­

cline .a .s e co.ndiLn t e r-v.i.ew:

-If,it

useful for acce1erat ion "o,f

H " I·t!t~ ,~t~~~~"t~,~"~,,,~:g:_~,~:.,:,}5t_f: :::;;(,i
-If it is requested in

the final stage of the pro­

cedure.



so

(3)Wheri an interview ;'s',,",,­

quested bj cirie"df {he jl~tie'

with f"spect"to a case cif o p-:

position'fo'the g~arit'ofpatC

e n t ,the "iiiriilner'holds"'ari

interview"orilY in th~ ci~g~

where there is no posSibility

of endangering impartiality

of the examination .

. ,Procedure for Interview

When an interview is to

conductid affa.n~iie~i'~;

to"be ila" in~dvarici'~~

teliphcirii, in Iritirig;

as to the following:

-Items to be raised;

-Date and time for the

interview;

'-:;'N"ame""o"f--"fh"e'" j'ii't"e"f\rre'w-e'"[o's';

-Length of time necessary

for the interview ( not to

exceed 30 minutes per case ).

PAGE 5

One' -,'in-t'e'rv'i'e'waft"e r :f-·inalre:-:

jection ispe~.itt.d Such

an i n't e r-vi e'wm'a\y:' :'be -:-,g'r':ant-ed

i f t he-'ex'a.'mi-rt e r- ..-,j 5 -·C onvirrce d'

that disposal orClarTfL~

cat ion fci:r' -ap'peal,maY:'::be -a c-.

cdmp'li shedw i tno rily,nomi na 1

fu'rither'cdnsideratiori(MPEP 7

13.09).

T'he', ex'aJiJ.iner'may- n o.trvd e is c u s s

inter -p'a r tes >quest ions -ex

parte'withanydftne "1nte~~

es t ed part 1"s (MPEP,713. 06).

• U .'S.A.

An interview should normally

be arranged for in advance.

as by letter. telegram or

telephone call.

Ln ter v i.ew mus;t·>be had in the

exam iniers' I:''"tej'oms'',a't; ':'s:uch

times! with'in'6ffice hours,

as tn;e; re sp e ct ive r-ex am i n e r s

miiy c d c s l g na t' e ( "3J1 :CFR"F/f3:rr:;

It is thi'respdnsibility, of

both"parties·Jtosee that it

is not extended beyond a 30

minute period (MPEP 713.01 ).
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5.Contents of Interview

JAPAN U.S.A.

Co'iiterit'scff' -a:n'i'nt'erYiew '[Dust

relate directly to the

subject application:

ta)&earing of explanation as

to the description and

technical contents of the

sp~cification0or drawiri*j.

(b) Heating of explanation as

to the subject invention

of the application as come

pared with theprior'art.

(c)Hearing of explanation as

to theCarguments"and/or

the amendment andiexpla­

nation as to a sampl.cand/

or a model.

(d) Handing over of a notice

of reasons for rejection.

(e)Explanation as to the

reasons for rejection ·andl

Dr the cited references,

and guidance as to a re­

sponse (for example, sug­

gestion of further limie

tat ion to overcome the

reasons for rejection ).

(f)Hearing of explanation as

...., d.... .t()Ill"Ue.!:s r"..Lse!!.j!!Jh.e... I· ..L •• •.•L•..•.L ...•.•..L :.' •..• :1... .'.0......... ..\. . p•..•.........

opposition procedures and

guidance to both parties

of the opposition on

measures to be taken for

sorting out the items in

81



dispute.

6;Scope of Interview

JAPAN

Interviewees shall be as

follows:

(l)Applicant (or, if the ap­

plicant is a juridical

person, an authorized rep­

resentative thereof );

(2)Representatives;

-A representative of whom

notification shall have

been filed;

-A patent attorney who

brings a document certi­

fying a power of attorney

from the applicant;

-A patent attorney who

brings a document certi­

fying a power of attorney

from a representative

which authorizes appoint­

ment of a subagent; or

-A person who brings a doc­

ument certifying a power

of attorney from the ap­

plicant or representat~ve

···whi<:hauthorizes ··appO ine-
ment of a subagent; and

(3)Any opponent.

It will be in order, however,

for any interested individu­

~ls, such as company

82
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•••. ·.1

Interviewees shall qe as fol,

lows (MPEP 713,05 )

(l)Applicant;

(2)Attorneyof record in the

form of a p~per on file;

and

(3)Registered in4ividualScwho

are. known t o be the local

represent~tives of the

attorney inc:the c~se (even'

though: a power.of ~ttorney

tothem.is not of record

in the particular applica­

tion).



employees. inventor or patent

attorney offic.e employees,

who do not carry with them

the power of attorney, to be

present together at the

interview .

. Making of Interview Records

JAPAN

(l)After an interview, the

examiner makes out an

interview record in dupli­

cate, ~n which both the

examiner and the attendee

affdx Ct,heirseals. with a'

co.p y., .deLi ver e d to the ap.r

'p Ij'.c,ant o r. 'r_epr~se_n:tati:v,e;~

.t.her-eo f .and- .the other

re ta.I.n.e d in the file

wrapp er., .fo r. -f,u·t,1,1.re,:in,,:::-

sp e cit.i on by t h e public.

(2)Anyproposal of amendment

is prwsented in duplcicate

t 0 ,~~~~,~-:_.}~~~,~;~J,;!!,~1:~,. ;,:,,!! tth a

copy attached to each of

the two sheets of the

interview record.

(3)The examiner respects the

results itated in the

PAGE 8

U.S.A.

In ·thl>CiJ.s.e. of a.nappJiccat ion'.

i nt.~:r:vj.:~;~ .e:'Ca,~in,e,rsc,omp~ et e;

a2,..she.et. c arbo.n Ln.t e r Le.af

I nterv.I eWe Summary; Fo",:m . d..l'.P 1 i­

cate copy of which is given

to the applicant (or attorne~

or agent ) at the conclusion

of the interview. In the case

of a telephone interview, the

copy is mailed to the appli­

cant either with or prior to

the next official communica­

tion.Discussions regarding

pointing out typographical

errors are excluded from thw

interview recordation.

Any amendments discussed must

be included in the recorda­

..tt211.....J.III.IclY ..b..l!.....!1y ...Icl.ttlclS.hlll.l!.nt.o·J·.I······· ...k,;. ... .,
a copy thereof as being al­

lowable)
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If. as theresul t,ofan'

i nt e r vii ew an:\a'g:r-eeme'n t'" -,wi:l!

h'a's be envr-e ac'hed; not.dce...will

be given; advising that -an

amendment should-promptly be

filed as.agreed]u~on~ If

there is: a prearranged: i-nter­

view, with agreement to file

a prompt supplemental amend­

ment putting the case as

nearly as may be in condition

for concluding action. ex­

aminers·will~give~th~~cas~

special status and_bring it

upf6r]iiiiiiiedTate~s~e'cl'al"-t

a c tLo n.

interview record. The ex­

aminer should respect the

application unless a new

fact or new evidence by

which the application is

to be rejected. despite

the amend~ent, li-f6u~d­

later.

Upon finding such new fact

or new evldenc'Ef,'''affe'r

mutual agree~ent, the ex­

aminer add s a""s:t'atEfm'ent in

a :notTcecif r'ea'"shin.:sfb:r

rejection t6'the '-effect

that t he pr-ev i o u s-' m'utual

'ag::t-e;elD'enti' is'to"; b e: dLsre>

garded.
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8.0ther.s

JAPAN

The Lnve.n.ti o n in que s t i o n

may. b erexh.ib.i t ed or.. demon"

s;trated :during.t.he In t e r e

vi ew: by. a model: -t.h er.eo f;

De~QQ$trat~Q~s:,of;1~ppa~a~

t u si.o r, ex h i bi t s too large

to ',be.'bnough,t ,:into the

,Office m,,'Y beviewe,d. by

the e x ata.in er; out s i d e of

the Ofif i.ce ( in the

Washington a r ea ) ,with

t h e vapprsov a Li.o f t h e SUPel'C

vis.or.y pr,:im:a,ry ex am in e r (

n e c e ssa r y.

(3)With respect to the case

for'w:hJ c h an a ss i s,tan:t" e.x::""':­

-amin"er :i.:s 'as-sisting t he.

exae I'n e r Ln charg-e, o fv.t.h e

cas.e,': t he: e~amjn er

co ndu c ts: .t he Lnte r vLew in

c omp a ny.. wi t h t he. .a s sLsta n t

examiner.

(2) P r.e s enc.ero f In;te r P r.e t er:

Th;ee~.~EDiner,r,e_q;ude"st$ an

,'int,er,pre;te,r.: be., present at

the interview. if·

(l)Hand Delivery of No:t.iceo:f (l)Viewingpf V.i d e o Tap~s

Re a s ons fO,r Rej e ctio n : [),u,rLn g IH:t et:» i ews.i.

If an agreement is reached Video;tap.esare.av:ailal:>le

as .to .an amen dmen't to f or Lns pe c-tLo n ""f4~~,~'!:ri t ~,~

co.rrectdef.ec;tive de.s c r d p e shownth,atthe:.conte,nt o i

t.Lo n s ,inthe'spe,cj,:fJ,c.at:,ion t he vid e.o t.ap e ,:has;, ,~, b e a r--

I the examiner may hand ing on an outstanding

over a not ice of r e.a.s.on s I s sue i.in _i'_,the:, ;.;~P,p)j:~,,~t ion

for r e j e c t Lo.n, :,request;,-i)ng a nd Lts v i ew i n g vw iLl, ad-

presentation, of the ame,nd"" va n c e the ;;"prosecution of

.me.ntat. that ;time.the.applic"tion..(MP~'p 71~ •.

01 ).

J2)Demonstration.

Models:
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it is not

WITH

ap po i nt ment

Use of the telephone

all' ,

CONNECTION

ent examiners {MPEP 713.01).

th i sreason. appLic an ts

located find' it d.i·fficuh to

IN

a'r r e ng i rrg"

F9r

BE MADE

IN JAPAN

for

time~

f'rfcoriveni:ent 1y

only

and

91'

1. Improveaenfs "on Interview Meth9d

Under the interview syst'eDi in Japan,

III. IMPROVEMENTS TO

!NfERVIEWSYSfEM

is 'permitted

interview date

remote areas

~erbal examination- befo~e an examiner.

~utiiorized to have an interview itseHoverthe telephone, as

under 'the one in the United States, it being restricted to

It would be desirable that equipment for video tapes and

OHP' s be also provided in the future under the interview

system in Japan to improve the content of interviews.

The purpose of the interview is to help' examiners and

applicants or' their representatives understand each other,

and facilitate' prompt andappropriat'e examination of

application's,' so as to expedite disposition "the r eof , as a

subsidiary means '0'£ doctimentar:y-':'e'x.amination. Lnvo r.d e r that

the inter'vi'ew system in Japan may be moreeffeciently

operated, improvements wi'll have to' be sought', as it relates

to the One in the Ul1itedStates, in respect to the following:

m a k e: "-ll'se of t-he --"in'ter-view system and ar e s ub j e c t e d to

excessive :·f'irian'ci:a] b urd en . Depending on the .na.tur-e.; it

Ipight b'e ':w:el':l to p e r mit ·:occas'ions in which interviews over

the telephOne"ma, be allowed.

Also. in'the case of i'nt·erv.iews in Japan purpose of

which is to 'he'ar' e xpLan'a tLo n of samples or model's, sLzes of

. ':'hich do not permit bringingth'em into t he Office; the

interview s h'cu Ld be allowed ou t s i d e the O.ff.ice; Under the

interv.iew system in t'he United States"'d'emQ'nstrat'ions; may be

viewed by the'examiner outside the Office., but only in the

ington area ('·MPEP713. 08 ).

Under thei'nterview system in the United States, in
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2~Infor.ation on Timing of Co~meD~ing Examination of

Applications

A'n interview, may be had only l'lith respect to an

application examination of wh-ich ha s c o mme n c e d o.r: is to

commence shortly. An interview may not be had with respect

to an application which has not reached the stage at which

examination could commenced ~

While s u c h .pro c e d u r e is understandable from t.h e

vLe wpo Ln t of" the p urp os e ,of th-e,' interv-iews-yst:em. . an

app.l i cant d e s i.r Lng an, interview must be assured of

availability of Ln fo rm a t Lo n on the timing of commencement of

examination;', in order .t o ma,x'im,cize:: t.h e u s evof __ t h a tisys t.em.

At present, the Pa t.erit Office makes open, by its

offi:'cial gazette. "Pub Li.c anno u n c eme n tv.o f ex amLn e r scLn cc har g e

by classification of applications ,for pat ent.s and utility

model registrations, /I the months and years .I.n which the

leading applications c u r.re n t Ly e.xae.i n e d by r.e.s.p e c t Lv e

examiners were filedforexaminat·ion .', Such. i:nforD1~tiQ~ would

not-be sufficient: enough :anda:nnounce,ment'. o n-. 8 more:;tj',mely

basis. of the Latest information on the timing of

commencement .o f -ex am Lna tf.on sv Ls d e s f r e d.

3, Interview about Application for which' Decision of

Rejection has been Drafted and ,Approved ( excep,t for.

Amendment to Appl Lca tIon lDad.e foUowingAppeal

therefor )

In not a few cases, those of the ap p.Li c.an ts

dissatisfied with d e c i sio n of rejection who want· to appeal

desire an .in t e r-v i ew for guidance as to measures av a LlabLe

(,Ref. See». Anv-ap p.Lic a nt dissatisfied with the decisio.nof

rejection who has appealed may have an interview with -th e

examirier :who has made th-e d e ci s i on.. to make an amendment to

at this st r i o d ,

to negotiate, restrictio.ns· t h a.t wo.u l d permit th e application

to e s c.ape f-rom-the, reasons of: rejection: (pu:rs,uant,'t~-o::;Section

161-2 and t h er e.aft.e r- of Ptent Law), so as to fin;dize the

case at the e a rLi e s t co.nv.eni e n c e.. T'his should .s erv e the

purporto.ftheinterYiew"system
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Under the U.'S fn te r v iew system. an in-terview may be

granted if the examiner is convinced that di s p-osa I or

c'La r Lfi c atLon for app.eal ma'y be accomp1ished wi th only

nominal f u'r t h e r c o nsLder-e.t i o n '(MPEP 713, 09),

4. Others

(1)In an interview dealing with guidance on such

me'as u r e s av a i LabI'e, a'S -p r-e s e n t a t Lo nso f r e s t r ictfo n s t cve s c a p e

from r-e a so'n s or r-e j e c-t Lo n; :it sho u l dvbe rp e r aLt t e d to make 'an

amendment' in a draft form. If an a p p'Licant drafts the

ame n dm'e'nt. it is 'u's ua I t h a t, in order ,that as ',broaders'c'ope

of right may be secured vas possible, the proposed amendment

does not contain' fu I'I restrictions at the initia1 stage to

pr e pa r e vf o r cases in which, as -the result of th'e:"'intervrew-.

the initially drafted amendmentcan'not escape fully from"the

r eas o n s of r e j e c tLon.

(2}An a p p Li cantv-as k s for an .Ln t e r.v I'ew mostly when the

applicarit has re c e ived notd c e of .r e a.s o n s of r e je c tLon. If

th e <notic:e-sEfts:for't,h- th e re a s o ns .-of<:reject::ion:,fn. a p r-ec i s.e­

an d a c c u r a t e manner. it will make Is au e s .c Le er to thee;

applicant and be helpful when conducting an intensive

interview witliin a shortperiodof t I'are. It is desirable,

t he r efc-r e; that the notice of reasons of ,rejection contains

ftilldescription of why the application is r-e j.ec ted-.

IV, 'CONCLUSION'

B'ot h-vo f t h'e interview' systems in Japan and the United

Stc{t"es are a sub s i d a r y means of d o c ume n t a r-y e xam i n.a t ion of

patent applications and have been har-aonLze diw i t h .r-es p e ct to

the fo l Low I'n gvjaa t te r s , a svt h e r-e s u Ltfo f r.mu t ua-L: c o n c e s si o n.s.:

1. At least one interview will be granted du r Lng

2-. Exam I.ner s w'iJ1 c ompLet e reco r ds., -sumraa rLz i n g the

-s ubs tan ce .of. thee interview, an d Ln c o r p o r-a t.e th e m into

documents made avairablefor Ln s pectLo n by' the public.

3'; 'Exam I'ri e r s' wid] r e s p ec t th.e results of inetrview and;

particularly with r e s p e ct to va :con'sensus','r:eacheda's to
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amendments to the app Ld-c a t Lo n during an interview,

will promise performance of his commitments.

With t he above. the ''inter"i"w' "s'lrst,em will serve to

hope that member companies of Japanese and American Group,;; of

PIPA will make· use of the interview system more positively in

both countries. We shall be more than pleased if this paper

can b eio f' any'as's"istance';:-t'oi t .

in

be

We

p at e nt s

mustthat it

usefulof

b e t wee.n , ex ami ner s .--and

to realize e f fLc i e n t and

therefore,

acquisition

believe.

understanding

age n t 5 so as

We

for

mutualfacilitate

applicants or their

exact examinat ion.

used positively

efficiently,

In the ab ov.e, we',; have>'introduced the Ln t e r viewrs ys.t.em

Japan. as it relates to the same in the United States.

-End-

Encls: Recordation Forlll~:

(1) Interview record relating to patent application

( Japan )

(2) ExamIner Interview S,ummar'Y"Record'T'U.'S;A. )
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citation.

Accomp,ani~d by,;;

novelty and inventive step in comparison with the

4. It has become clear that the subject invention has

3. Previous reasons for rej ection can be overcome by the

presented proposal of amendment.

2. Previous reasons for rej ection can be overcome by the

proposal of amendment.

INTERVIEW RECORD RELATING TO PATENT APpLICATION

5. Further consideration or comparative explanation is to

be made.

. .
2w Explanation of the subject LnverrtLcn in compar i.son with

the prior art.

APPENDIX

3,. ,Explap.ation of ',tl1e. ,,~__ s,?,ecifi:c::ation,. ar~3}lm~~~~ amendment.

or proposal of amendment.

5. Others.

1. Technical explanation of the subject application •

1. Defective description can be eliminated by the presented

-4. Handing over of a notice of reasons for rejection.

Repre~entative

Interview items (attach 0 mark to the ,numperof relevant items)

Inte~view Attendee:

Applicant or

, ,-, '"

Patent Office Examiner'

(a) Contents

(b) Results
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6. Examiner is to further examine the proposed amendment.

7. Not~r:e ofreasons',fo; ;:~jection"is to be issued.

B~ Notice of reasons, "fo.r, .. ,rejee::t;.ion is to be handed over

later.

9. ~pplicant is to make a' further search-for prior art .. and

report the result.

·rO.,Applicant,-is to give once more technical explanation and

comparativecexpLana t.Lon ,

11. Applicant istopres'ent'a n'~w'-:; pr'bpd'sal of amendment.

12 c Applican,t pzeserrts no argument and no amendment against

t;he: ,rea,sons stated i,n the notice of reasons for

rejection dated ~~~__~~ __

13. Applicant withdraw" or abandons the a.pplibation;

14. No.conclusion has been reached.

15. Others.

Remarks

.' '.--.' ..",."." '."'. --.' .. '.' .".""." .".'.' ....'. '. '. '.' '. "..". '..".' .. '.--. --. '.' .. '.--.. '. ". ,. '.... '.' ....'. ,., ..' .... ' .' .".'.
If a new fact or new evidence by ,which the application is to

be'rejec:tedls found'later, newre-a'Sons forrejectionwtll be
no tifi"ep. >7:e,9~rcj:l ~sf;. 'oft;he'- above :r~~§'on,$. o.

Appended paper,,: Continued sheet

..... ...

E.xaminer" s seal
..

Att'e:nd'~'e;i:i;: 's'eaT-

Yes Proposal of Amendment
Other

Yes
No
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Introduction

On October 1, 1982, the United States Court of Appeals for the Federal
Circuit (C.A.F.C.) began its rot a.as vthas lnqu lar appellate level court with
subject matter jurisdiction in patent cases,lreplacing the various federal
appell ate courts and th~.CourtQf Customs and Patent Appeals (C.C.P.A.). It

was hoped that one benefit of the concentration of patent appeals in the new
court would be the elimination of forum Shopping amongst the various federal
circuits. 2 It was also hoped that the 'formation of The C.A.F.C. would allow
the growth of a body Of patlntlawwtii.l:h~ouldp rOvid~ a positive setting for
the needed technological growth as thehationfaced a period of
reindustrialization. 3 The changes in the new court's interpretation on
various areas of the law of patents has been the subject of other
articles. 4 How the change fromJheC.C ..P+tpThe C.A.F.C. has affected
the role of the "parameter" claim tnpatent law is the focus of this paper.

The Parameter Claim

~illmeter''''claim as the term is used herein is a claim that uses
chemi calor physical characteri s~iCSJo parttcul arly point out the subject

_matter of the invention forwhlch.patent protedionis sought. These claims
appear most commonly in the chemica.l and tH6l8gical practice where a product
or process cannot be described through the use of either descriptive text or
through the use of recognized symbolic language, such as a chemical formula,
with any certainty. While the use of such analytical information as infrared
spectra and molecular weight distribution may be recognized as valid methods

1 28 U.S.C. §§ 1295 (1982).

2 Sobel, "The Court of Appeals for the Federal Circuit: A FIfth
Anniversary Look at Its Impact on Patent Law and Litigation". 37 Am.U.L. Rev.
1087. 1090 (1988); 8lumenfeld, "The Impact of the Federal Circuit on Delaware"
Delaware Lawyer, Vol. 7. No. 3. at 10 (1989),

1st Sess. 7 (1981).

4 Sobel. supra note 2 at 1089.
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for differentiating one subs tance.f'ron otner.sbytnose ina parti cul arfleld .'
of study, the use of such information in a patent claim may sometimes be

v1.ewed as ..an .inadequata 01',.1 ndefi nitede.scription pf, thei nventi on.
The "parameJer",claim, ) ik.eanyother clai m,mqst satlsf'y the requirements

for disclosu.l'esetforthin§ I12;~;' The dsscrtpttonor how to make and. use

theinventiqnrnust.sa~1.sfythe. requj rements of .thefirst paragraph of § 112,
and .the .defi nfteness .of thec1~.i mmustsatisfytherequi r~ments of the second

paragraph of §1l2..Both paragr,aphsrnust be separateIysat1.Sf.i.ed.6 TO.
sati sfytherequi remen,ts af;the fixstparagrAph of§ IJ.2,.thei nventi onshoul d

bedi sc lqsed.i nsuch awaytqenab1ethose. "skill edi n the art"Jo pract1.ce

the i nventfon /. Thespeci ficati on shouldatsodtsct osethe "bes tmode'.' by

. Which to.pracrt cethe.i n.ven,tj()n a.s~nv1.sioned bythei nventora t the time the

patent application is filed ..8

However, ananalysis.ofther~qulrementsof§.112 as Hrelates to,~l~il11

terms .contai ningprop~l'tycharacteristics should begi nwiththe .. second
paragraph since this paragraph is the one that requires an applicant.to

present claJmsipal11a,n~.eri~.which the appli.cant beHevesdefi nes .themetes
and bounds.of.hi s.lnyentipn.~jtha"reasanabIe degree ofpr,ec1.s10nand
parti cut arity. ,,9Thus,th~inquir,ywith r~9~rdtq"paral11eter" c l aims under,

the second.pa,ragl'~phof§112. tsan inquiry into whether thecharacteri sties
used reasonably describe and de l ineate th.einvention .withenoughprecisionto

put the publi c on.ncti ceof,theextentof the. cl aimboundari es}?

5 35 U.S.C. §§ 112.

6 "'." . ',,' ,." . ',' • .> .. ,.InreBarker, 559 F.2d 5B8, 194 U.S.P.Q. 470, 472 (C.c.P;'f\. 1977);
Waltershield, 62 J. Pat. Off. Soc'y. No.5, p.284 (1980).

7 In re Gay, 309 F.2d 769,772, 135 U.S.P.Q. 311, 315 (C.C.P.A;1962).

8 Id.

9 In re Moore, 169 U.S.P.Q. 236 (C.C.P.A. 1971).

2
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The BOard of APpea15 Viewson ParameterClai ms

The Board of Appea1s has norhadmuch di Hi cUltyi npermitting the use of

physicaFandchemi calpropertycharacteri sti cstddefineclalmed'subject
matter. Far'eXa:mp1e, i nEx parte Brian, R~dleCy,Curtis'and Elson ,lIthe

board acknowledged that the use Of empi ri calformul as along wIth the known

chemical and physiCal characteristicssuch'asani nfraredebscrpt ton-spect ra
could be usedtapr'operlydefi ne a chemical product. 1,2 tnarrt vi ng atits

,determination ,theboar'd loakedto the all 6wance'of'suthtl alms in ather

patent-app l icatfons with the same sub'ject mathr as well astheptacti teof

the use of this type of cl ai mi n>the ,parti cUTarart .;13, 'ThE!;boardpoi'nted

out that,i n general, there are two ways of c1aillli'ngachemi caT'prcduct ;

structurally complete formula or a detailed preparatory description 'if the'

structure wasunknown)4However , theboardrec'ognizedthaFthe usaof"
"parameter"typei nformati6n in claims had Ton'g been eStablTshed 'i D that

particularart. 15

The next year the Board of Appeals in Exo'arte Brockman aM Bohne16

followed itsdec1sTOn in Ex parte Brian, 'The board accepted the 'defining of

products by certain physical and chemical characteristics where the
characteristics'are" significant." 17 The board dld notfurther'elalJ6rate

which indicatesthatitdid 'n6tseeanyfssuefri line matter,
The ready accep tance-byThe Board of AppealS'(o1'c lai minginterms of

physical and chemical properties is perhaps epitimized by Ex parte Sobin.

Celmer and Koe.18 In this cas~ claim 5 was about as "pure" a "parameter"
type claim as could be envisaged. The claim read:

11 Ex parte Brian, Radley ,Curti ~,andElson" ,11BU. S. P.Q,,242 ,(P. LO.
Bd. App. 195B). "

12 Id. at 244.

13 Id. at 245.

14 Id.

16 Ex parte Brockmann and Bohne, 127 U.S.P.Q. 57 (1959).

17 Id. at 60.

18 Ex parte Sobin, et al., 139 U.S.P.Q. 528.

3

96



"5. A substance 'effective in inhibiting .the growth of fungi,:
selected from the group consist ng of a white, acidic substance moderately
soluble in water, very soluble n methanol, ethanol, acetone, butanol and
ca~%ontetrach10ride, insoluble in hex.ane,havingthe<optica1 rotation
X ._._ -161' (C1~ methanol) .and capable of forming sal t s with organic
ba1/;s; which contains the elements carbon, hydrogen and oxygen in
substanti ally the fo11 owi ng proportt ons by weight:

Carbon 64.67.
Hydrogen 6.l9
Oxygen (by difference) 19.04

.whi%h displays in methanol a single peak at around ll8.5mu,
E ttlir - 358 in the ultraviolet region of the spectrum and when dissolved
in carbontetrach10rideexhibits characteristic absorption in the infrared
regi on at the fo11 owi ng frequenci es expressed in reci proca1 centi meters:
2857, 1764, 1684,1629, 1484,1445, 1397, 1316, 1263,1176, 1143, 1119,
1079, 1034, 952, 930, 921, 834; 737, 673; and the amine sal ts-of said
acidic.substance."

The 80ard held that the c1aim'was"definite" and properly pointed out the
invention, saying that it sufficiently identifies the. claimed antibiotic.

The C.C.P;A. Views of Parameter Claims

The decision .0fInre Miller, 169 u.S.p.Q. 597 097l),. sums up very well
the attitude of TheC.A.F;C.'s predecessor court. In Miller the clatm
involved was directed to,an ultrafine polytetraf1uoroethy1enepowder defined
by the physical charactarf sttcs of particle size, distribution function,
sub-s i eva-size, .and wet-sieve/sub-sieve size ratios. But the only property
characteristic limitation in issue was one reciting an unsintered flex
strength value. The issue was whether it was proper to recite a property
value of an altered form, namely the compacted form, of the claimed powder.
The court found for the applicant on this point, saying that:

11 "The first sentence of the second paragraph of 35 U.S.C. 112
requires only that claims "set out and circumscribe a particular area with
a reasonable degree of precision and particularity." In re Moore, 58
CCPA __ F.2d ,169 USPQ 236, .238 (Mar, 31, 1971)•. In the
absence of evidence to the contrary, we will assume, as we said in Moore,
that what the claims define is what the applicant regards as his
invention. If those ski lled in the art can tell whether any particular
PTFE powder is or is not within the scope of a claim, the claim fulfills
its purpose as a definition. As we remarked recently in reversing a
··s~ction112njec tlon·madeon·the"groundthat"part icu1·ar1anguage"wa·s .. " _ .
"functional" and thus "indefinite," "we are unable to see merit in any
proposition which would require the denia10f the claim solely because of
the type of language used to define the subject matter for which patent
protection is sought."

4
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Be th~t as it may. a trio of C.C.P.A. In reFiSh,er cases illustrates the
difficulties that can arise in an analysis of "parameter" claIl11s inanygiven

factual situation. In the first Fisher case. 19 a claim was directed to an

ACTH preparation "having ,a potency at least equal to the International

Standard" and a posterior pituitary contamination at least as low as 0.08

units of vasopressin activity. A majority of the C.C.P.A. found that the

claims did not defin~ theinvention~iththe parti cutarf ty rsqut redby 35

U.S.C.112 because tl1e.claimsused '~co?veniently functional language at the
exactipoi nt of novelty." ,Inthi sffrstdeci si on. JudgeRi ch sided with the

majority; but Judge Smi t~i n a forceful dissent argued that sectipn 112 leaves

it to the applicant to decl'de how his invention should be claimed and that

claim terms should not be limited to structural formula or to product by
pfocessterms.' Judge Smith would require only that product characteristic

limitations be "full. clear. concise and exact." He did not consider

recitation of chemical or physical properties to be functional recitations.
The appl i cant petiti oned for reheari ng. 20 Hhil ethe petition was

denied. JUdge Rich.joined Judge Smith in dissenting from the denial. Judge

Rich quotingfromG.E. v. HabashAooliance. 304 U.S. 364. said that "claim

terms of effector result which accurately define the essentialqualitiesofa

prOdUct. may in some ,Instances be permissible andeven'desirab1e. but a

characteristic essential to novelty may not be dlstingufshedfrom the old art
solely by,i tstendency to remedy the 'problems of that art ." Ri chconcluded

that the characteristics of str'ength of the claimed ACTH preparation were
definite.

19 In re Fisher. 135, U.S.P.Q. 22 (C.C.P.A, 1982)
. - . .

20 In re Fisher. 137 U.S.P.Q. 150.
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Finally, after subsequent proceedings before the Ex~miner. the Fisher

application returned to the C.C.P.A.aJhird time. 2l This time the court

unantmouslyreversed The Board and The Exami ner' S rejection under 35 U.S.C.

112;"second paragraph, on the:ground of indefi.nit.e.nessfor not "setting forth

wi thparticulari ty the chemical structure qradequatephys i ca lcharacteri st ics

to identify the composition." The court distinguished the claim language

presentlybefor..e it .f'rom thecl~imlanguagein the first Fisher case by

poi nti ng 'out that the offending.andall egedly vague .word"potency"· present in

theclaims;ofthe f irs t-case was;not present in the claimsbefo,re it. Itis

si gni fi cant that thacour t di sti nquished Jhedifferen.tsetsofcl ai ms ion that

basis and did not go into a detailed .discussion..of claiming .byproduct

characteristics. In that respect the court simply said "We fail to see

anythingindefinjteinsucha recitation." .Ihus, after a false start and some

confus ion over "functional i ty at the..exact point of noveItY"<theC.C.p.A.

ultimately straightened out Its reasoning and fq11qwedIn re Miller,~.

The C.C.P.A.'s view of the second paragraph of section 112 at its demise

was oneofa11 owi ngcons i derab1e lattitude in permitting anapp li cant to

describe and claim hi.sinvention so long,.as the terms .used were cons i dered

clear and di s t i nct. Such was, trueregardlessqf .whetheror notrthe terms

involved were.productcharacteri.sticterms.. In other words ,,,parameter"

claims were not treated any differently than any other type qf ClaimS.

The C.A;F;C.Views on Parameter Claims

Since its inception in October 19B2. The C.A;F.C. has had .several

occastons-.rc address the use of c1a!.m terms that recite product

characteristics, and has left .nodoubt that i tJs following its predecessor

court:

18 (C.C.P.A. 1970).
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In the first case to come before thecourt22 in which the definiteness

of a claim term describing a product characteristic was involved, the .courr

held ateI'm reciting a minimum matrix tensile strength.was.!lQ11ndefinite,

without further elaboration or discussion. The lack of comment by the court

seemed to indicate it feJt'thelaw had been well settled by its predecessor

court.
In Seattl e Box Co. ,Inc. v. Industri alCrati ng& Packing, Inc. ,221

U.S.P.O.568 (1984) the court addressed broadly the issue of indefiniteness

under the second paragraph of section 112. Hhile the point in issue did not

involve termsreci ti ngproduetcharacteristics,23 thecourtsi mp ly sai dthat

the issue i s"whetheroneof ordi nary sktl l i nthe art/would understand what -:

is claimed when read in light ofthespecificatiOn."ltissigni·ficant that

the only case cited by the court was its own earlier!i2llv; GarlQck decision,

a deci sion thatdidi nvol vea prOductcharacteri sti c . This lndi cates the

cQurtmakesnQ dlstinctiQnastQ the type of claim terms involved in an

analysi sunder sactton 112.
Further indicatiQn that The C.A.F.C. readily accepts defining prQducts by

thei r chemi cal or physi catrcnaracrert sties is roundtn tWQ addft tonal
dac i s tcns which addressfhe second paragraph Qf35 U.S.C. 112. Hhilethe

cases do not directly tnvotvaths cl aiming Qfa prcductiby rts characterl stl cs

they dQ provide Insight IntQhQw the cQurt views suCh claims. Thus, In

Hybrltech Inc. v. MonoclQnal AntlbQdies, Inc., 231 U.S.P.O. 81, a JepsQn type

claim was invQlved which cQvered a test forcarrylngQut an ImmunQmetrlc assay

In which the Improvement was using "mQnQclQnal antibQdies having an affinity

fQr the antigenic substance Qf/at least 108 liters/mole' for each Qfsaid

labelled ant ibodtes and said ant tbodybound to aSQlldcarrler." Thus; while

the claim invQlved was a process claim, the ImprQvement in the art invQlved

use Qf a cQmpQsltlQn defined sQlely by a prQduct charactertlstlc. In finding

22 H. L. Gore & Asscc lates., Inc. v. Garlock 220 U.S. P.O. 303 (983).

was
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the term defi nite the court said "if the cl ai ms , read in 1i ght of the

specification, reasonably apprise those skilled in the art both of the

uti! i zilti on and the scope of thei nvenUon ,and if the Tanguage' has precise

'as the subject matter permits, the courts can demand no more ;" cUing
ShatterproOf Glass Corp. v. Li bby-'Owens' Ford eo. 24

It is significant that the court cited the Shatterproof decision because

in Shatterproof the issue was not whether a claim parameterrecHing a product

characteri sti cwasdefi ni te; but rather,theissuewaswhetherlackof
reciting the size of glass sheeting and, lack of reciting the quantity and

quality of a coaHngrendered acla'im vague<.and indefinite soastobei n

non-compliance with the second paragrapllofsecti on 112. In other words, the

citati on of Shatterproof in adec1 si on tnvo lvi ngcl aimi ng byproduct

character! sties is one more indication thatth'Ei"courtdoes not make any

distinction as to the type of claim termsi nvot ved when ;ssuesarlserel ati ng
to the second paragraphofsecHon 112;

The most recent dec;sioninvolving the use of claimterlllsreciting product

characteristi cs'i sOu POnt v.' Phi1llpsPetrol eum. 25 InDu Pont, the court

stated that "onoccas lon... structure.alone'may be inadequilctetodefille the
invention, making it appropriate to define the illventioninpart' by property
llmi tatlons" .and cited HybrilechwHh approval The case i·sparticularly
enlightening because TheC.A,f,C.' remanded the case to 'dEitermille"whEithEir'two

property value recitations recited in Claims land 12 were sufficient to

overcome anticipation by prior art products when the patentee had conceded

that all the other limitations of the claims were met by the prior art

products. The C.A.F.A. said "to find anticipation of Claims 1 and 12, the

District Court must determine that Phillips met its burden of proving by clear
and convincing evidence that the copolymers it made prior to DuPont's

invention possessed those properties."

Thus, the issue of the propriety of property limitations has become so
well settled that they are relied upon to provide patentability to otherwise
unpatentable subject matter.

24 225 U.S.P.Q. 634 (1985).

25 7 U.S.P'Q. 2d 1129, C.A.F.C. (1988).

-8-
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CQnclusiQn

The c.A.F.c. has fo l loved C.C.P.A.precedent in allowing thauseot

property characteri sti cs in. the clahils, ,;.The ro1e .of. the Court. I1hen faced wi th

a prQperty limitatiQn is tQ determine whether the limitatiQnisdefinite~nd

nQttQ dictatewhatfQrmclaim languageshQuld take.
In thQse'areas QLtechnQlogy. mainly .thechemical and biolQgicalarts.

where descriptiQnsQlelybycQnvent.iQnah.means proves impQssible.the usa-of

"parameter"i ntornatt on accepted by .those sktll edi nthe par t icul arart will
be accepted, by the courts , TheavajlabilJtyof thistypeQLtnlQrmatiQn for

use in patentclai i1)S i SQfgreatutil Hy tQi nventors i nareas w.herethe

techno1Qgyisstill' i nfts infancy" such. as btotecnnology"by 'illlQwing.
Inventor-s tQclaim theirinventjons .: in the language or their emerging fields.

SQciety alSQ ben~fits f'rom the.useQf."Param~tec"typei nfQrmati on because i t

fos ters the di sc losure of the latest tech.nQ1Qgies<assQQn as they can be

des~ribed reasonablyt.o.thQseski 1.1 edi n.theparti cular. art. Thi s.fQsters the

rapidgrQwth· Qftech~Qlogy by ,prQviding .pat.ent. protectton to these new areas.

ThecQnti nuedavai]ability of'c l aiming i nterms of'.proper-ty

charactert sti cs.rin TheC.A. F.C.• ',alQng.with, other changes that have occurred

wi th the.. ne\'l ccurt , has. had·.the effect, Qfstrengtheni ng the patent system and
encouragi ng muc.h~~ededgrQl1th in techntcah i nnovatt on,

9
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JOHN P. SINNOTT
CHIEF PATENT AND TRADEMARK
COUtrSEL ., ...
A].IERICAN STN/PARDINC
40 WEST .40THSTREE;T ,.;
NEW YORK, NE!'1Y9RKI00111

RECEtrTCHN/GES ItrU.S, PATEN!I' , COPYRIGHT AND
TRDEMARKLAW WITH SOME SPECULATIONS

ABOUT THE FUTURE

Becausemajgr changes have ,occurred in United
States copyright and trademark law since the Cong:t:"essin
Toba, Japan, last October, it seems appropri~teto add,at
least a few comments about these changes to thiscongress(
review of the past year's changes in united States patent
law.. My predecesspr Chairman of,United $tatesCQmmittee No .

.1, .. Monte . Witte, ... Esq., also suggested that the; Twentieth
congress pr0V'ides a natural forum in .whichtoattempt tQ
forecast the direction that United States patent practice
will take, in view of the legislative trends.that we have
observed. during the. past .·few yea:t:"s.And so, Mith your
understinding that "Prophecy is the most gratuitous form of
error,".• a fe..., gUesses about ,the shape of,things.to come in
united states patent,c::opyright andtrademark,practiceare
advanced in thispaPe:t:".

Thus, united States p:t:"actic::e has undergone in the
p~st year,changeswitl:l resPe<::t to:

..... .. -...- --'

1. New patent legislation;

2. New Rules of Patent Practice;

3. Entering the Berne "Convention for the Protection
of titera:t"y and· Artistic Works";

4. New copyright legislation; and

5. New trademark legislation.
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NEW PATENT LEGISLATION:

Quite a bit of new patent legislation was added to
the Patent Act since october, 1988. The following material
merely touches upon some of the more significant features of
these new amendments.

On November 16, 1988, the right to patent term
restoration was extended to animal drugs, or veterinary
medicines. Up tofiveyea~~ of patent term extension now are
possible for s~me veterinary medicines to compensate for the
time taken to satisfy United States requirements for
premarket clearance. The operation of this new term
extension provision, however, does not extend to products
that are primarily manufactured " ••. using recombinant DNA,
recombinant RNA, . hybridoma ..technol~gy,.. or other processes
involving site specific genetic manipulationtechniqpes,
;including any salt or ester of the active ingredient; as a
sin'11eehtity or in combination with another active
ingredient. ,,2 ..

Also, in November of 1981l, the financial
authorization bill for the united StatesPaten.t'and Trademark
Office' passed into . law •.' ;..Thisstatutenotonlypermits t~e
Patent and Trademark. Office to impose charges. for the. use of
the Office's automated searching equipment, l:mt also changed
the patent Act with respect to, the doctrine of "misHse~"

Amonq the new fee provisions, the Office now is
permitted to charge (but has not yet impo~e.dcharges)fort.he

use of. its public search rooms and libraries. withrespect
to patent "misuse," the .patent ,owner now is exempt from
~'misuse"liability infivesituatio~s. .ffin0ng the~efive
situations, the patent owner now may refuse' to license' or use
any of the rights to the. patent or .. t.o the. sale of the
patented product. Also, tying a patent license,or the sale
of patented product, to a lice~se in another pa:tent,or the
purchase of a separate. product is not'a "misuse"of the
patent grant. . This. "tied saleexeIl\ption, "however, is
sUbject· to! . an exception.; Thlls ,"!Disus~ll n~v~rtheless can be
found in spite of the "tied sale""'exemption if the patent
owner has market power. in the relev~~t, market on which the
license or sale is coriditioned~':l'.. ' .. '.

-2-

other three exceptions from the "misuse"
lo~g:eI:make· it patient; "misusefl

The
doctrine now
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L Derive revenue fro.m acts: wnicn,ifperfo.rJjled
by ano.ther witho.ut t.ne. patent o.wper'",.cc>I1s en t
wo.uldco.nstituteco.ntributo.ry infringeIllent;

2.. License o.r ..autho.rize ano.ther.to.,perfo.rmacts
which, if<perfo.rmedwitho.utthepatento.wner's
co.nsent..wo.uld.co.nstitute co.ntributo.ry infringe-c'
merrt r or

30
"Try to. enfo.rce the patent o.wner'srights

against infringement o.r cpptributo.ry ip+ringe-c
ment.

A.ls.o. in No.vember o.f 1988 a five· year ·pro.gram to. pro.mo.te
superconductivityresearch anddev.elo.pment·passed· into. ,law.
Of particular interest is thefactthat·this 'law, amo.ngo.ther
matters, requires' the . President o..f •. the United States·to.
develo.p a program of· .internatio.nal cooperation .in
superconductivity research; 4

The patent 'application foreign: filing license
reqilirements "imposed .onUnited states •.applicants.prosecuting
casesabrogd .calso were eased thro.ugh :this recent
legislation. Largely for defense . security' purpo.ses'i' a
United'. states:patent applicant must obtain: a license from:the
Patent and Trademark Officebeforecorrespo.nding:applicatio.ns
for. patent can be filed in .countriesand·regional.patent
granting organizatio.ns fo.reign to the United "states;
Difficulties may arise during the prosecutions of these
foreign cases if.material is disclo.sedabroadthat was not
within..• the. sco.pe· of the, .parent:United .states appl icationat
the time the license·was.granted•.The amendIilent to.:35 USC
184 . so.lvesthis:probl·em,.to. a great extent; by' permitting the
parallel foreign applicatio.ns to be modified o.r supplemented
with additional subject matter. ·.The·.supplelllental material,
no.Wever, must not be the kind of information that'wo.uld
requ~re disQlo.sure under the secrecy' pxovLs Lona ..·.of·35"USC
1/31.

.. • -, "Choosing a different '.' month (octiobez' ,la, 1988lthe
:E're",igent o.f the United .states ..'signed irtto. law an: amendment
to .tnel3ankruptl1¥.A.ct that: has adirect'bearirtg on:patertt
licenSe matter"" This amendment may 'be o.f P"ll;tiCular
interest·· to. ,o.ur . .:rapanese.".colleagues inview<o.f not;" only'the
:).<lrge numbeJ::" .• o.f .·liQenl.es.,entereg·betweenJapanese firms· and
United States business concerns; ··but'·also.' the'C:large
investment Japan is making in United states indust;z:y and the

···currel'lt··trend·Trt·postirtg··patentsandtradeIilarks·as·"collateral

-3-
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for commerciaTloans. Before this amendment entered force, a
bankrupt technology licensor could rescind technology
agreements and" resell the technology to the highest bidder,
thus preventing the former licensee from enjoying further use
of the licensed technology. The amendment changed S.ection
365 of the Bankruptcy Act to' protect the, licensee's right to
use of:the intellectual property as :it,existedat the time
the petition in bankruptcy is filed. The amendment,
moreover, defines intellectual property in very broad terms.

RULES OF PATENT PRACTICE CHANGES:

Rules of Patent Practice,·· adopted by the united
states patent and Trademark.Office since last October, apply
to a wide range 'of: subjects. For example, the Office has
amended' .'its rules . to establish an "inactive" status for
registered 'patent attorneys ,and. agents, employed by the
United' . States Government,. who do not undertake:th~

preparation and prosecution of patent appLi.cat.Lcns;.
Further with regard to Federal employees, '37 CFR 100, the
section. that related to the power of ,the Commissioner of
Patents> and :Trademarks to administer the Executive Orders
which:: determined. the rights of Government., employees .: in their
inventions" was'.deleted 'and 37 CFR: 501 was amended. This
change in the Rules was made. to' reflect the :transfer. in.
responsibility for these' Executive Orders .' from the
Commi"lsioner>:to., the Department of.' Commerce Under ,secretary
for,EconomiciAffairs. 9

Other·.changes' in the Rules' of' Practice include
amendments.to the rules that control requests under the
Freedom. of Information Act for Patent and Trademark ~Ofice

rElcords;·:that:ordinarily.::are not disclosed to .the : pub.l.dc •

New. ,parts 15 and 15a ·of37 CFR also 'were amended to
establish procedures that are to be followed 'when jUdicial
process ·'is .. served on the Patent and: Trademark:'Office,the
Commissioner and Office employees in order to SElElk testimony
about official matrrrs and the production of documents in
:).Elgalproceedings... :With respect to disciplinary
proceedings ,:37. 'CFR 10;:155' through 10.157 'were amended'·to
ElstabJ,is;btbedateon which decision from the:commissioner is
a ,"fil[2J, agency action" 'for the purpose of judicial
review.'. Naturally, the Patent· and, Trademark Office fee
S;chedllle: also<was:revisr~as a consequence: of the sta:t\lt:;Ory
aIllElndment:mentioned.above. ,,' . ' ',:

-4-
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More recently, (August 1, 1989)t.h.ell.ulesofPatent
practice, as they relate to practice before the Board of
Appeals and Interferences, were amended. Briefly, an
applicant now can appeal a Board. decision' directly bJ the
c.ourt .o.f· Appeals for theF'ederal circuit without first.
requesting the Board's reconsideration, even when the Board
has advanced a new ground for rejection. other changes in
practice before the Board introduced through the amended
rules . relate to requests for reconsideration an~ extensions
of ..timeinproceedingsafter a Boaz'd decis.ion. 4· Finally,
the patient; term extension. rules. were revised to accommodate
the recent amendment to the Patent 'Act.that.granted term
extension rights to some types of veterinary mediciness as
mentioned above with respect to recent statutory changes •.1

NEW COPYRIGHT LEGISLATION:

On .October·, 31,1988, the united. states copyright
Act was amended to coy~orm the terms of that Act to Berne
Convention requirements. The Copyright Act changes are
believed to be the minimum departure·from established united
States copyright law needed to'permitthe United states.to
enjOY Berne~onventionmembership.

Of particular interest to our Japanese colleagues,
apart. from, the fact.that the United states now also is a
party to .the Berne convention,. are the.curious differences in
the amended copyright . Act as it applies'to domestic united
States copyright owners, •.and those copyright owners foreign to
the united stateswho •.assertthe .Berne Convention •.•... Thus"in
order' to bring a . copyright·.infringement.suit·in the United
States· for a foreign work, it· is not necessary.:tofirst
register .that copyright with the.copyright Registrar in the
Library of .Congress. But with respect to domestic United
States works., however, gllite .; theJopposite is true. Thus, t6
file a suit alleging the infringement of a United 'States
copyright for ..·a dOmestic w6rk"itisnecessary first.to
register that copyright.

It is, moreover, no longer necessary topliiceth.e

~~~:~s~no~~~et~~c~~~;~r~~~~1~ate~~~~:,i~h~~~e~a~~r~:i:b~~:~
ordinarilywoul(i,.have •. been in the public domain within the
United states because of the absence of ••the, usual @notice,
if first published since the effective date of these most
recent amendments, (March 1, 1989), now are sUbject to

-5-
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most· recent 'amendment'to
The provisions of this,

force until,November16,

Among these amendments, one of the mOst important"
is, perhaps, the right that will begin within the 'next, few
months to apply .to register a United statest~ademarkbased
only on a bona fideintent'to use the mark., . Please note
that at this writing (Au.gust, 1989), there is 110 reliable
gUieJ-ance onthe·legalinterpretation Of the phrase "bonafide
intent to use" a mark. This right, moreover, is available "to
domestic and foreign applicants, equally. The older
requirement for a Common Law use ofatr.ademarkas ". ia
condition precedent to lodging a united States trademark
registration 'application will continue as· an alternative
choice.

NEW TRADEMARK LEGISLATION:

-6-

The noted British historian; Arnold J;Toyhbee, in
analyzing, the relationship between' 'legal systems and
mankind'~.developmentnoted:

Other notable changes ,inClude a reduction in.the
term for those registrations granted after November 16; 1989
from twenty years to ten . years. Renewals also will be
granted for ten years.

This amendment also has broadened the SCope of the
Trademark Act's section 4·3 (a) ;. Through,this amendment, an
action can' ,be maintained under section C43 (a)./(after·November
16, 1989) against "anYone 'using"in" commerce a. false or
misleading.mark or a.misleadingrepresentation of fact that
is 'likely .,to·cause confusion abol,lt·the commercial activities
of anoth~r;orin commercial·'advertising,to.misrepresent}the
goods; services or commercial,activities.of another. This,
in effect, appears ,·to·· be.a·Federal unfair. competition law;
It remains to be seen if this new FederaL.legislationwill
supplant existing Common.·Law uilfaircompetition rights within
each . of the fifty states ·through ·the'doctrine of Federal
pr,eemption.

On November 16" 1988, the
the Trademark Act 'became' law.~8
amendment, however,' do not enter
1989.
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One. of the most. remarkable episodes in the
history of'the di.sseJ;llination .of the.Code
Napoleon wasthe"role . that it Was. calle\i
upon to, play·.in Japan during the~eiji Era •.
'In embarking on a general programme of
Westernization the authors of the Meiji
Revolution showed their wisdom in the field
of .. law. by hastening'Sllowlyx

***
Nevertheless, in the Japanese civi],., code
that was eventually brought into force in
l899,itwasa o:;ermaninot,aJapanesein-

'fluencethatreplac;edthe..Fr,ench; an\i'this,
,eventual iadoption,in Japan, of a o:;erman
inste1!d.o£a·Frenc;hJ;llodel might be ,read·as
the. opening ',ofa newchap.ter. .Ln the ~~story
'ofthe diSlsemination of weSltern \·r.aW.

Consequently, itds. not unrealistic to predict that
eventlll3,llY artist's. ·!'mor.al rights"wilLbe drawn into United
states intellectual property law. These "moral rights," that
is, the right of an artist to protect the integrity and
Prevent mutilation or. h;i.,swork in .spite .' of ownership by some

,·~g~i8'v~~;;~B~t·2~;ri~i.at~&?~6nti~~r';E:illEh~1:';'I~sHctba~6~+~~eZ~
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principle of the free alienability of personal property'. In
a contest between these tWCl cClntradictory, legal. principles,
who would daretobelievethatsome'archaic,Conunon Law rule
about the IlnencuIl\bered 'righttbtransferpersonal property
could possibly prevail over our rush to adopt civil Code
copyright law?' , '

Thus, for a first'guessabout.the future, it seems
that the present legislative proposals t~ add artist's moral
rights to united states copyright law 2 are quite in step
with the times", and artist's moral rights will eventually
enter United states practice.

A ,parallel development "in united states trademark
legislation,}the Trademark" Counterfeiting Act .of.1984, which
impos~~ crimina.l penalties fortraf~ic ,in< counterfeit
goods also 'sent us a distinct nbtice that the Conunon Law
is passing Clutof our 'practice,tobe}SUppTanted by civil
Code principles. 'Just five yearsTater;inNClveIl\ber of 1989,
a basic civil codeconc;ept in trade~ark law, application to
regfster a mark without a Common law use in cClmmerce, will
take its •place ., in united states trademark practice . It As
suggested ">that the requirement in this most .recent amendment,
that the applicatiClntd register a markcmust be basedon.the
as.yet·undefined '!bona fide intent,·to)use" is .notihLnq more
than a terminal struggle of ,the Common LawtCl stay in the
trademark system.

This" leads toethe second 'speculation about the
future:

'Eventually, ,the legallnterpretatibnof "bona fide
intent "'touse".a' mark will: erode to>a point at which the mere
filing'of a trademark registration application will be, of
itself" either prima ,facie evidence or apresumptiorlof bona
fide' intent,

Consider inowunitedstates'patent lawi and what the
future might' 'hold for that field of practice'. , There is, of
course, the World Intellectual Propertyorganlzationdraft
patent harmonization treaty activity. This draft treaty, if
adopted, should esta.blish uniform principles'of substantive
patent law for ,those'nations thataccede·tCl Clr ratify' the
treaty.

"There are; unquestionably, major differences
" between. the' ~'mmol1' L,:"w' and"the< CTV:il Code" w:i.'th"yespect'1:0
patent}r~ghts. 2,. Relat~ve ,novelty, for<example, appears to

-8-
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be a basic Common Law princ;iple"tnat can be traced back at
least as far as 1615 to its expression in Rge jUdicial
decision captioned The Clothworkers of Ipswich. Absolute
novelty, in contrast, appears Rg be the standard for novelty
among the civil Code states. severalothE!""11l<ljoJ::",point,s
of difference can be identified that separate the two
systems';'; F,or"examplJej,execution of thepatentC\pplic;C\tion by
the appj.Lcann. is favored among Common LaWCO\lJltJ::"ies.Civil
Code states,inGontrast,usualJly do not require signature by
the applicant. Employedinventorlaws,'which compel a patent
assignee to provide special compensation to an
employee-inventor for the patent right, also characterize
Civ~l c~ge states C\ndare not populC\r C\mong Common Law
natJ.ons.

Points of difference between the two patent systems
could be the sUbjec;tof'exhaustivestudYi, but the issue that
major substantive distinctions exist is adequately
established. In ,tniscircumstance, an(icif,the Self__eyident
groundswell in the United states towards civil Code copyright
and trademark systems is a reliable indication of tn", overall
intellectual property law trend in the united states, then it
is reasonably safe to,guess tnatmanycsubstal)tiyecpril)ciples
of United states patent law that conflict with civil Code
concepts are .scon ,to ,c;hangE!. , For example, relative novelty,
interference practice, secrecy of pending applications, the
app.lLcarrt.es signC\ture on the application and csimilar United
states patent practice characteristics soon may disappear
from the United States" 13ystem.

And now, for a somewhat extreme guess about the
future; Criminal penalties for' infringement are an
unmistakable feature of Civi~ Code intellectual property law,
and especially,patentclaw,. 8cTheunited,states adopted,

_about fi~6--¥ears ago, the CiYil' Code Goncept of crJ.mJ.nal
action, for trademark and copyright,'infringement,' as. noted
above. ConsJ.dered from that: viewpoint, ir-fs not

unreasonable c to,expec:t;,that patent,' infringement' fuay"become 'a
crime in the united States, too, within the foreseable
future,.

Th", author 'extends his apology - inadvanGe - to
the reader of this paper for the inaccuracies that time will
surely expose in the foregoing speculations about the future
for intellectual property practice in the united ,states.

-9-
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One of the most remarkable episodes in the history be the dissernina­
ti~nofthe(;ode}/apoli9".Was the role that it was.called "pon toplayin

. ]apan;during p,e ¥eiji Era. Inembarkin~onageneralprograrnme ~f'·

Westernization the authors ofthe Meiji Rev~lution showed their wisdom
in the field of law by hastening slowly; Their-first step; taken in A.D. 1870,
was to have the French Codes translated into Japanese. Law schools for
French, English, and German Law were successively established .in
A.D. 1872, 1874, and 1887. In A.D. 1875 a comntission was appointed to

..scornpile a civil code.iand, after' itsdraft.which followed the .Napoleonic
Civil Code very .closely, had.been submitted-to the Japanese Govern­
ment in A.D. 1878 and had been rejected, a member of the commission,
the French jurist Boissonade, was asked in 1880 to prepare a new draft.

,[lis .draft.'YasPlJblish~don the 27t!',¥arch,18<}O'atld a cP\llplelJl~ntary
draft by J~POlIlese jl1Fi~ts" co:y~q9gjlte pro:v_~c~'~f tPer~ri~lf~~tut_e~; on":

'the 16th October of the same year, and the whole code was'to come into
force on the rst January, 1893.

' Tl>i~ appare(it acceptance,inJ~PaIl,~fa:-;apole,onic CO<iL Boi;ss~
, was,p,ehigl>~'Yater ~~. inthefl~",o{ theCoJj}/~1!"/ion's influence
over thefaceofthe globe; arid a turn in the tide wasnofsl0'Y to foUow.
Before the arrival of the date fixed for bringing the Code Boiss<iTlOtk into
operation, the newly created Japanese Imperial Diet voted, on the 16th
May, 1892, for postponing the date till the 3rst December, 1896. There­
upon, a third draft was commissioned, and this draft, which was pub­
lished in instalments in 1896 and 1898 and was brought into force in
July 1899, was inspired. not by the Code Napolion, but by the second
draft of a German Civil Code, which had been published in 1895.'

The controversy in Japan which resulted in this victory of German
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278 UN IVERSJ\L $TATES .ASMEANS
over French)aw, ~ad,pot ~riseIl9ver the respective merits of two variant
Western schools of jurisprudence, but had been
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"adeep-seated conflict between two fundamental ideas oflaw. Theimmedi­
ate enforcement party contended for the juristic idea-embodied in-the
theory of the schoolof ~~turaILav.:,.,namelY:,_thatLaw.was basedupon
Human Nature, that it is of a universal character, and that, inasmuch as
the codification of a civilised country like Fran~e was ,3 refined expression
of Human Nature or of the uni .....ersal character of-Law, it could be adopted
by)apan. Thepo~tponement party stood (or the juristic: idea of the
historical school, that Law, like ,L'Plgua,ge.~as-an_expre~si~n:_of national
character. and a product of History, andthat the introductiori.of a foreign
code into Japanese Society was absurd and-preposterous.'!

On the 16th May, 1892, the omajority in the Japanese Diet showed
their impartial hostility towardsexotic law of all varieties by voting for
the postponement of the coming into force, not only of a French­
inspired civil code, butof a Ge~rnan~iI1sp.ir~dc'ommercial code,:-which
they had already condemned to a first period of postponement in a
previous vote on the 16th December, 1890. Nevertheless, in the Japanese
civil code that w~~vent1lally brought int? force in t898, as ",ell as in
th~~~~rc:ialc?de'brough~:intoforce inI,~99" it ,was a German,nota'
Japane.e,.influence that replaced the French; and this eventual adoption,
in Japan; of a German instead of aFrench-modelmight be read as the
opening of a new chapter in the history of the dissemination ofWestern
Law..For the German Civil Code-was likewise taken as the basis for the

.S,.,iss Civil Code adopted on the .roth December.vrocj, and-brought
jnto force on the ist January, '9I2; and the Turkis!l Civil Code, adopted
B~th~ 17th February, 1926, was, in its turn, virtually.a translation of

. the Swiss, ,., .... ...•. '. . ...
The German Civil Code was, indeed,amore.scientifica1ly exeClIted

piece of work, than itsf~ou~Fre~ch' ~ore~e~ ;,)"e~~ 'even if the-out­
look for German cultural mfluence abroadhad not been blighteq by the
sinistermilitary and political events of A.D. 19t~-~5, the ghosts of
Napoleon's draftsmen might, not unjustly, have booked the German
Civil Code's successes to .the credit of their French account. The
workmanlike instrument that saw the light in Germanyin. A.D. 18<)5
could 0 never-have emerged, out of the 'hybrid miscellany' of· German
cust?mary la.w if the Code Napolion had .not pegged nut a .drove-road .
fornuninant Ge,rrnan)uriststo foll()v.:;",~d it,would"ha\:eb¢~n,sur•

.. prising, .after.all, if this German cud had not been well digested when it
had been chewed for more than ninety years.
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electrical fields of patent applications.
In some of the cases which we have reviewed, the Patent

Office and the Court agreed with each other with respect to
the obviousness of the· amendment under consideration, which
is the largest point at issue when a particular amendment is

AMENDMENT AND A CHANGE OF GIST

-Jl1dgementon a Change of Gist-

June 30, 1989
PIPA,JapaneseGroup,
Committee No.1, subcommittee No.1.

AkiraKokubun, Hitachi, Ltd •.
Masaaki Minamino, Mitsubishi Kasei Corporation
NobuhikoNisilio, Fuj i.tsu, Ltd. .,
Kazuhi sa Okada, Mi t.subishi .. Heavy Indufltries, Ltd .
Tadao Hirono, NKK Corporation .
Yahei Takase,·· Mitsubishi >Electr ic Corporation
Nobuaki>Kawai ,·NEC Corporation
Yuji ota,Mazda lo10torCorporationKunio Takeya, Ube Industries; Ltd.

P. 1

Abstract
It is often the case that the>appli¢a~t of a patent

appLLcatLon'. finds it necessary to make varLous kinds of
corrections and additions to the application documents
(claims, specification, drawings, e t c i ), The Japanese
Patent Law· refers to any such correc t d.on." and addition
collectively· as "amendment" and permits the applicant to
make any amendment, subject to certain restrictions, for the
purpose of encouraging any person to make an ilwention and
protecting it. It>. Ls , howeve r ,evident that the admission
of an amendment. including any matter.notdisclosed in the
specification9rdra~ingsas. originally fil.ed is contrary to
the first-applicant principle of the .Law .and creates .1'1

situation lacking legal stability, since the amendment is
deemed. to have> been made when the application>was originally
filed. Therefore, . the> Law. rejectsany.amehdment covering
matter notdis.c:l0s.E!d in the. "riginal applicati0l"\as changing
its gist., However, judgment as. to ~hetheraparticular

amendmentarnounl;s ,to achiinge of. the gistof,<i> particular
application, or not, isC)ftEl.n a. vElr:Y deHcate,issue which
does not allow for any easy conclusion.

we 'have, therefore, studied the ways of thinking and
the criteria for judgment which the Japanese Patent Office
and Court are considered to have adopted when concluding a
particlJlar amendment as leading to a change of the gist. We
have also studied the udgments of the Patent Office and
Court whi Trial and

...........~;•........
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concluded as leading to a change of the gist, while they did
not in the other cases. . This is an issue for which a
proper conclusion calls for an essential understanding of
the invention under consideration and a high level of
jUdgment.
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I. Introduction:

The best way to file a patent applJcation is tp s t ar.c

with a complete specification (and drawings ,if any) which

w.ill not require any alteration at a later date.

However, under the patent system based on the first ..

applicant pr inciple ,which.. enti tIes. only the applicant of

the ear.liestapplication toa patent ifthere.. are a

plurality of applications ~laiming the same invention, there

is every likelihood that anybody who wants to file his

application as soon as.possil;>le may fail .to prepare a

compl;ete sPecif ication,.claimsordrawillgs, .or conduct-a

complete search for therelevanj:. prior, .art ; I-Ioreover, it

is often th.ecase that even if a. speci,ficatiql1 may be

considered as being complete when an application is filed ,

it.willbecome imperative to reduCe the scopeofa.claim<or

claims or alter .a part or parts of ,the specification or

drawings in order to cor.rectany inadequacy.ordistinguish

the invention sought tqbepatentedfromanycited prior art

during the course of examinati.on or. trial proceedings.

A change of .the _gist of the specificatiqn,isanissue

arising from an amen.dmentma.deillthespecificationor

drawings.

The. applicant pf a patent applicatiqn,can amend his

specificatiqn and qrawings, as long as his application is.

pending before the .Patent ,Office,(Sectionl of Article 17 of

the Patent Law), provided, howeve r., .thatafter the

transmittal of the ruling th.atthe applica.tion is to be

pUblishedhasb~enmade to the applicant,hecannot make any

amendment except one which is intende.d for reducing the

scope of the claims, correcting a clerical error or

Action giving a notice of the reaSon fOr. rejection, or an

opposition (Section I of Article 64 of the Patent Law) .

An amendment made before thetrans.mittal of the r uLi nq
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that the application is to be published is dismissed if it

Lsrcoriadder ed as changing the gist of the specification

(section 1 of Article 53 of the Pal:enl:Law). An amendment

made after the transmittal of such ruling is dismissed if it

is considered as substantively expanding or altering the

claims because" of the provisions of section 2 of Article 64

of the pateritLaw'(Section 1 of Article 54 of the Patent

taw) ;

The applicant can demand a trial if he is dissatisfied

with the dismissal of his amendment made before the

transmi'ttaJ:ofany such ruling (Section 1 'of Article 122 of

the Patent Law), but 'if'his amendment made thereafter is

dismissed, he cannOt demand anystichtriaJ: (Section 3 of

Article 54 of the Patent Law). I'nthelatter case ,there

isno alternative buttd demand a trial from ,final rejection

when the ap];llicatiolti tself has eventually been rejected.

In either event,'ifan amendment is ,lawful'and

sati sf ies the tes,trictions as here Lnabove ' stated, it is

deemed t~havebeen 'made when the application was filed, and

the specification 'as amended is deemed to have been

orig inaJ:lyfiled'wi ththe'application (interpretation of

Articles 53 and 54 of the Patent Law).

The following is a surnrnaryof the limited opportunities

given by the law to the applicant forf ilinganamendmenl:

(Articles 17, 17 bis, '17ter and 64 of the, Patent Law):

(i) Within one yearandthreemonl:hs from the date of

filing of the application, or if the application

claims prior ityfrom apreviouslyf iled for eTgri

application' or> applications, within one year and

120

(i i)

(iii)

foreign application or the earliest one of' the

foreign applications;

Simultaneously'with a request for examination;

Within 'three months from the dateof>'receipt' by
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the applicant of a notice of a request for,

examination made bya third party;

(ivY witbin a period of tim~~as"specified~for~

re sponae j:oanOfficeActiongi"ing a notice' of

the r eason forrEijecti()n (nor:mally three months,

'plus another three months if the applicant is a

resident in a foreign country);

(17) Within 30 days from the date"of a trial demanded

from' the final rejection of the application (plus

60 days if the applicant is a: reSident ina

fo.r:eigncountry) f'and,'

(vi)WithirPapetiod of time'asspecified tor a

response to an opposi tion(nbrmally three mont.h s

'plus another ,three months if the applicant is a

resid~nt,inaforeigncountryY.

the

2. What is a change of the gist?:

What is a ,change Of the gist? Discussion,wili nowb~

made of the"judgmEhlts renderedine:onnee:tionwith~thiSissue

by thePat:'en l:'Off i ceand' the court;

(l)S tandatdsof,examination"by the' Patent offlc~:

Although the pat:entLawidbesnot'cbntainanydefiriIHdn

of the term' "gist",of'a speCification, it i's' appareritthat a

claim or clai~s set forth technicaFinat'ter ' 'which is

essential for realiHng'a t~chnical"concepti'" since"lhe

"inVentioni isa,creationbf a technical concept"Ts'~2:tion 1

of Article 2" of the patent Law), and sinCe' the "cl'alni'or'

claims shall set forth only the'matter which is'essentiaJ;'

far the construction of an' iriv~rition"(S~ctibn4ofAtUcle

36 of the Patent Law).

"teChnical matter set forth iothe c LaLms" is th~" gist of

the specification, and take the~disClosute of the

specification and the drawings into account for the
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interpretation of the technical matter.

The Patent Law also provides that "an amendment

enlarging, r.strictingor3changing the,p~terit cllim or

claims' within the; scope .ofthe ••features .disclosed in the

specification or drawings originally attached to the

request, made prior to the transmittllof the rUling that

the application is to bepublishe,:l,shall be deemed not to

change the gist of the speci fication .~. (Artic1.e "l: providing

for ; exceptions to." caaes considered .asconsti tuting a change

of the gist). The provisions ,of this "Article· can be

interpreted as meaning that annincrelseidec~eISe"or

alteration of the cllimsbasically amount-s •. to I change. of

the gist ofthe ..specii:icaHon;

In view of.• these three provisions.of.the patent Law,

the Patent Office says in.itsStandardsfoL.Exlmination that

"an amendment made in the specification or drawings is

considered as changing the gist: of the. spedfication. if it

results inthed,eplrture of th~ subject matter. of the .. claims

from the3scope.ofdisclosure of. thespecific~tionor

drawings 'as originally filed"" 'r:hes.copeof•.disclosure is .:

interpreteci as,lnclucii.nganymatter that."wou1.d have been

obvioustq anybody wi.t.h ordinlrys~ill in the art.f.rom.the

ciis.closu.r",ot the, originl1.specHicationas of the t.im",of

filing of. the. application,

Ill. short, the~ciepartl,1re i:r.om th",scopeof qisc1.osure"

is .1 "chlnge of the gist". More partiCularly,. anramendmen t;

is concluded, as.. consti tuHng achal)ge ,of the gist df it., " _". ,.,' - ,.... ..-...... _ '. . -.-.,' .. -', ,'" . '.

sat.isfles both next. conditions:

(1:.l Not disclosed in the specification or drawings as

(l,)NOt obv.ioustoanybqdy wit.l1ordinary s.kiLl, in the

ar.t as of the time of, fLling of the. application.

(2) Standar.ds of j udqme n t; by.the.Court.:
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>What does, then, the court consider about..a change of

the gist? The following is a citation fromtheqecision. of

the court passed on the "Case of an Automob.i:le Wiper" (Tokyo

High.Court's"CollectionofCourt DecisionsR!!Vokingthe:

Trial Decisions" dated August> 25, 1966):

"The question as to whether an. amendment results: Ln a

change o£:thEFgist or not should be settled by considering

whether it results in an: invention which differs essentially

or substantively from the disclosure of the drawings and

spe c Lf i catslon as originally filed,or·:not. It is under:stood

that consideration should be given to whether the amendment_

can be considered as introducing only .anobvious matter

Which is regarded by anybody. wi th:ordinary skill in the ar.t:

.as a matter of common sci!!ntific'ortechnical knOWledge in

the light of the object and results of the invention,. or

what bearing it has on the SUbject matter of the claims in

the light of the object and. r e su.Lcs of the Lnvenz Lcn ;"

The Court apparently considers that the scope of

disclosure of the specification and drawings as oric:jinally

filed. includes riot only the matter which is>explicitly

disclosed, but'also any obvious matter, i.e. iinymatter

that can be considered as being disclosed>if an'objective

judgement is made-by anybody with ordinary skill in the art

of the explicit disclosure in view of the Object and results

of the invention and the state of art which eXisted'as of

the time of filing of the application. In this'connectiori.

the court .appears to consider substantially in the same way

as the patent.Office>does.

In another decision, the Court concludes that an'

amendment introducing an obvious matter is permissible if it
. ······1······

s

apparent from the followirig statement:

"The specification is only required to set· £orththe

Object, construction and results Of the invention to such an
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extent as enables anybody with ordinary skillin .the art to

c arry it out easily, and is not necessarily required to

de.scr i be veven any:matter that. would have been·o.bviousto

anybody wi th'oroinary skill in the art as of the t i mevof:

filing of the application. Therefore ,the. spe,cification can

be read as if it stated: any such matcer,. evenifi t may not

be set forth expl'icitly (Tokyo. High Court's "Col'lect.ion of,

Court Decisions Revoking,; the Trial Decisions"dated. May 213,

1980)" •

(3) Basic principle concerning a' change of gist and

exceptionaL c ase s:

As.: a 'basic principle". an increase, o,ecrease ,or

al.teration. of the subject matter of,theclaimsas or ig inalT,y

fi,ledis,.considered as constituting a change of the gist,as

hereinabove stateO. In otherworOs ,the de par t ur e. of the

claims,f,rom the scope:of. oisclosureof:the: specification

amounts to a change of the gist, anO anamenOment aOding any

matter that ~is not oisclosed in,thespecification",ahd

that, "would not; have, been obvious to anybody. with of;

ordinary skill: inthe:art as 'of the timeoffilihgof the

application", is concluded as leading to a,change of:the

gist. as hereinabovestated~

Atten,tion is, however, drawn: to 'certain

exCePtional cases:that have~itherto;'beenestablishedby

trial and court decLs Lons and the Patent Office:practice, as

will hereunoer be set forth:

,(1) An Lncr e ase , decrease .o r aLbe r e t Lonvo f. the claims

is regarded as not constituting a change:of,the gist) if:it

is made, within the scope Ofoisclosure of the specification

(2) ',: EVenH the c La Lms perse remain: unchanged, any

amendment in the specification,or d raw i nq s that amoun.tsit.o.ta

substant i v.e a Lte r et.Lon Of. the subject mat.te r :of the claims

c,on,s,titutes"a, chanqe of. the gist:, as, it causes .the.vs ub.j e c.t;
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rnatterof the claims t.oidepe'r t ·f rom . the scope of .d i scLos u r e r

(3) Even an ame ndmerrtvadd Lnq ..any mat t.e.r that is not

obvious toanybooYJ>li th ordinary skill in tile . art doe s not

constitute a change of the gist, if> it. isaooeo for the mere

sake of reference or info,rmation,anq doesino t Lead to any

substantive alteratio.n of the subject matter of the claims;

ano

(4) An amendmenti vadd Lnq .a newfea.ture ·to the claims is

not consioereo as constituting a change of the gist if the

function of the newsubjec::t matter is nothingbut.that of

the original sub j ec t matter.,pll,lst~e function of. the. new

feature; while it isconsioereoas constituting a ch~nge of

the gist if the new sUbject matter exhibits a oifferent

function from that of the. original sl,lbjec::t IlIatter.

It, however, appears that these are alsccases

conforming to the basic principle, rather than' exceptional

ones, sinc::ethey are all in harmony with the .common

positions of the Patent Office ano the Court whic::h agree

that it is important to cons Ldar whether an .amenoment

results in a subs t ant.Lve vor essential c::hange of the

invention as originally claimeo, or. not,

3. 'l'ypical cases cLa change of gist -e-. Arising from an

amendment; IlIaoepr ior to the' tr ansm i ttaj oLthe ruling

that the application is to be publisheo:

The following is a summary of the cases·which are

cons i de redias cons t i tuting a change of the gis.t, and those

which. are not:

An amendment; made . in the claims is. conside r ad as

constituting a c::hal)ge of the gist in the>following three
.........c> c> •••••••

cases:

(1) Theaooition o fva new feature .whichis not

oilc::loseo inthe>original spec::ification or

orawings, al)o woulo not have been obvious as of
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the time of filing of the application, though it

may appear to reduce the scope;

(2) The deletion ofa part of the features defining

the inllentionwhichresults in the <subject matter

producing a different technical effect; and

(3) The alteration of apart of the features to a

feature or features which are not disclosed in the

specification or drawings'; and would not have been

obvious.

on'the other halld, no amendment made in the claims is

considered as constituting a change of the gist in the

following cases (Le. the opposite cases ·of (1) to (3),

respectiv.ely):

(4) The addition of a f e a turewh ich is d LscLosed in

the specification or drawings ,or ',%uld have been

obvious;

(5) Tnedeletion of apart of the features which does

not bring aboUt any change in the results of the

invention, but maintains the invention within the

scope of disclosure of the' original specification

and drawings; and

(6) The alteration of a part of the features to a

feature'or features which are disclosed in the

specification or drawings ,ot- would hav'e been

obvious, as of the time of filing ··of the

application.

Referring now to an amendment not introducing any

change to the wording of the claims, it is considered as

amounting to a change of the gist in the following cases:

which results in an expansion in substance of the

scope of the claiIns to the extent that it depar ts'

from the sCope of disclosute of the original

specification and drawings, when the disclosure of
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the specification or d r awd nq s as arnendad is taken

into account for the interpretation of the claims;

and

(8) An amendment adding technicalmatterl'il1i.ch was not

obvious as of the time of filing of the

application, for making up the ,inc::ompleteness of

an incomplete invention (which was incqmp~~~~,

i.e. lacking in anyconc::rete technicglsupport, as

of the time of filing of the_appl~cg~iqn), as such

addi tionleads to a change in .subs t ance of the

scope of the,.claims, evenifcnochgnge is made in

the wording thereof.

No amendment is, however, c::onsidel:ed as constitu~ing a

change of ·the.gistin eithercof the following CgSeS:

(9) An amendment in the specification orc~rawings

which does not introduce ,any change to the wording

of the claims, and which does not bring about any..

chanqevi n substance of· the .sub j ec c matter of the

claims; as ·the subject matter of the clgims

'remains wi thin the scope ofdisclos.ure of ~he

specificationaand drawings ascoriginally filed;

and

(10) An amendment correcting an unclear statement or a ..

simply clerical error in the specification 01:

drawings.

4. Comparison of United states, Europe'an and Japanese laws

arid pr ac t ice s concerning an 'amendment:.

In the united States,' the Examiner who .. has. e xamined an

and found. it unallowable for some I:eason or

other issues .an 'Office Action notifying

(a) Rejectiori(ifthe invention lacks novelty.or

unobviousness) ;

> (b) Objection (if the 'application has any fault in
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fOrma1.i ty, such as an inadequacy in the way in

which the claims are putl; or

(cl Requirement (calling for a division or any other

specific action).

In response to the Office Action, the<applicant is permitted

to file an amendment. The amendment may 'be made by filing,

for exampH:

(alAn amendmentjnthe claims (correction, addition

or c arroeLa t Lonlr

(b) An amendment in the specification or drawings;

(cl Remarksatguing that the Examiner's,Action is

illegal;

(dl A Rule 131 affidavit of prior invention; or

(e ) A Rule 132 affidavit traversing grounds of

rejection.

It is usual to file (a) or (bl;or both. The amendment is

uSually admitted only for making: the original diSclosure

clearer or rectifying any non.conformity be tween the original

claims, ~pecification and drawings. ~No amendment shall

introduce 'newinatter into the disclosure of the invention."

This~prov'ision in the, Patent Act imposes a~very strict

restriction upon any amendment involving an addition or

change/to"the'disclosure,

In the' United States, therefore, an amendment; is

accepted only for correcting the defects of the,· application

and can be said to be restricted by far more stringently

than in Europe and Japan;

Referring now to the practice for examination of a

European patent application,there are cettainlimitations

of benefits between the applicant and any third party:<,as<in

Japan,sincethespecificationas amended 1:s considered as

being effective. retroactively to the time of filing of the

application. The' European patent Conv;ention(EPC)and the
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Rules. Of: Practice thereof, however, dono.t contain any

provisions concerning the amendm.ents that are.sode,tq.iled as

those which the Japanese law and rules oL.prac:ticecontain.

The' following' are all of the '. relev.antprovisions found

in the Europeq.npatentConvention and. the Rules. of . Practice

thereof:

(l)A spontaneous amendment other than one for

correcting simpletypogrq.phicalerrors may ber.made

either after the receipt by the applicant of a

search .repor t and before his receipt ofa first

Office Action from the examination department, or

in response ,to the Office Action f r omothe

examination department (as a rule,. only once)

(Section 1 of Article 123 of EPC". Rule 86);

(2) No amendment may involve any,departure from the

disclosure of the original application (Section 2

of Article 123 of EPC); and

(3) No broadening of the given scope of protection as

defined 'by the claims may <be made during

opposition proceedings (Section 3 of 'Artic.le123

of EPC) •

.The Manual of Examination Procedures of the European Patent

Office (EPO) provides only general guidelines to.judgment on

the<admissibility of an amendment and fails to show.

suff.icient examples of specific cases. Therefore ,there

will be no alternative but to judge the propriety of a

particular amendment from the accumulated resUlts of

jUdgments which will be given on. a.' case to ca'se basis in the

examination of application's •

Both of the U.~S • Patent Act and the<EPC, the
.".. ,,, .. .•...........:.....

of practice ,< can 'be, understood as being basically

identical to 'the Japanese Pa'tent Law, .Irrsofar as no

amendment involving a change in substance of the invention

leading to a different invention is permitted in the United
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States, Europe or Japan, though the specific term "change of

gist"is:not found 'in the U.s. or'European law .or rules.

The practice fotexamina·tion in the United' States, however,

includes by far more stringent restr.ictions .on any amendment

than in Europe and Japan. This is particularly the case

with the addition of matter to the specification or

drawings, which is testrictedeven'mores.tr ictly than .any

amendment to the claims. The "departure from the

disclosure of the original application"which is not

admitted in an amendment of.a·Europeanpatentapplication

can be considered as being equal :to the "departure from the

scope of disclosure of the specification or drawings as

originally filed"which is notadmitted.in Japan,and can be

interpreted as meaning .. the .addi tion of matter that is not

disclosed in the original appl.ication, and was not obvious

at the' time of filing thereof" ~ This way of thinking has

been adopted in the judgments given by the .trial division of

the EPO,too. It can, therefore,beconcluded that any

amendment of the nature which . is admitted :lnJapan is

basically admitted in Europe, too.

While in Japan, the addition of an example or examples

is not necessarily considered as consti tut.inga change ..of

the ..gis·t, almost.no ..suchaddi tiol1 Ls admissible in the

United States as introducing' new matteL This difference

is appar.ently.due ·to the·f·act that the U.s, patent system

is based on the firs:t-inventiqnpr inciple ,while the

J apanesersyauemu-s based on the f Lr st-application p r.inc i pLe,

and that the U.s. law imposes .strict requirement.s upon the

contents of a specification (Le. :.thedescription

r equ Lreme.nt} iandof'fers . the.possibili ty ofaCIP

application as a remedy for any·failure.tpcomply with such

requirements.
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3 cases

(August, 1986 to Septemb~" 198(l):

Conclusion
.Revocation (or ,eversak)
of decision of the
paten\:,()f£ice

statistical figures

Number of
cases decided
upon

5.

Court

T()kyo
High

Court
14 (5) Revcicatioh ·'tcirreversal)

of trial de.ci.s.ion
cases

4 (if

Oismissalofappeal (in
supportof.thT conclusion
of the Patent Office)

7 (3)
cases

SuprelJle
Court 1 Dismissal of firtaiappeai case

(Each parenthesized number is~h~repetition.of
C'_' . •. _ ... " ,-." ';

the number. ()f0rily the. c:ase~ con ce s t ed be eween the
parties not including the Commissioner of

Patents. )
As is obvious from the above table, the Patent Office

decisions for the dismissal of amendments, and trial

decisions "'ere reversed by the court in as many as a half of

the cases contested during the period under consideration

(in 7 out of 14 c~ses). It ",as in as many as six cases out
of 12 that the court revoked the trial decisions affirming a

change of gist and the decisions for the dismissal of
amendment. Therefore, it may be said that one of every t",o

cases involving the Patent Office's conclusion affirming a

change of gist has a good chance of being reversed by the

court.
On the other hand, there ",ere only three cases ..

only one of them "'as revoked by the court. Although no
definite conclusion may be derived from the outcome of only

three cases, it appears comparatively difficult to have this
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kind 'of case reversed by the court.

6. Case study:

As a result 'of our study for, the classification and

summariaatLon of the b';'sicprinciples and guidelines upon

which the Japanese Patent Office and Court relied when

coricLud Lnq an amendI1lef!~,a,s CRns,t~tutiqg,a chanqe of gist, 'vte

have found that the obviousness of"an amendment was the most

controversial point of issue. Therefore, each of our

Subcommi t tees handling chemical,> mechanical and electrical

cases, respectiv,Hy,have s~lIdiE1~~wqc;ases involving that

point of issue, i.e. a case in which the Court passed a

differeql:;"judgrnent~!=om t;he TrialD,ecision of the patehf

Office (i.e. reversed it), and a case in which the Court

passed the same jl.l<:l~m~nt as the Tl':ialDecl.sion (Le.

,,[ippoi!ted it). Thef()llowin~ is~ sUIll1Dal':Y of our case

study:
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(1) Court Decision revoking a Trial Decision (Chemical

Case)

1) Case:
Administrative lawsuit No. 346/1980 for the revocation

of Trial Decision
"Process for producing Vinyl Chloride Resins"

2) Gist of the Invention:
An invention conce rn Inq a suspension to be used for the

suspansLon polymerization of vinyl chLorLde in an aqueous
dispersion medium. In this invention, a polyvinyl alcohol

having certain properties is used as a suspension.

3JCpnten1;sof AlI\elldment:
After the publication ,an opposition was filedi, and the

claim was amended with regard to the saponification degree

(from "70 to 80%" to ":70;0 to 78.0%") and the Hoeppler
viscosity (from "5 to 30. cps" to "5.'0 to 27.0 cps") of the

polyvinyl alcohol to beus~d as a suspension, and examples

supporting the amendments were added.

The claim of invention, before and after the amendment,

is as follows:
(before Amendment)

.A process f or proqucirigsoft vinylichl.oride resins,

which is char ac t e r Laed in 1;hat a polyvinyl alcohol having a

saponification degree cif70 to 80% and a Hoepplerviscosi ty

of 5 to 30 cps in an aqueous 4% solution a.t 20·C is used in

an amount of 0.01 - 10% by weight based on vinyl chloride as

a suspension upon suspension polymerization of vinyl

chloride in an aqueous dispersion medium.

(after Amendment)

••••. 70.0 to 78.0%
.•••.••••• M ••••.•.•.•.•.

•.••• 5.0 to 27.0 cps .••••

The relation ship between the saponification degree (%)

of polyvinyl alcohol and the merit of the invention [gelling
time (min.)] is shown in Figure 1.
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4) Point argued:

Is the selection Of,i3.si3.,numerici3.1 res,triction

"saponification degree of 78.0%":

(i) an addition of a new technical thoughtl;lhic:Q is

not described in the specific:atiol) before the amendment

and is not self-evident; or

(il) a mere, r eductLon.tof c LaLm ,withi,nthe de,s;cription

in the or igi,nal :;;pecific:ation.

5) Content of the Trial Decision:

The amendment:;;ubstantially chanqes .the claim.

(Outline of thedecisiOl)

Inthe,e xamp1;es des,c:ri,bedintqes;pecH ic:i'l j: ion

orig LriaLl.yvf iled>andpublishedareg i vel)on:l.Y ,two

saponif ic:ation deqr.ee s e.75.1% ;>and78 ,5h whereas the

amendment intends to red,uce.. the defini·tion of:;;aponification

degree in the .claim toEthe.ri3.ngeof "70,.0 to 78.0%" and to

endorse the amended.claimbys;upplementing e~i3.111ples

exemplifying the saponific:atiOl) degr;eeso~Tl.'3%.and 76.8%

and by .r~ndering the> example ofsaponificcation"degree of

78. 5%int6ca compar atLveiexamp.Le , It is therefore. not

pos:;;.ibleto cons erue . that.t.he amendment; remai,n:;;within the

descr iption of thespec:ific:atiol)>"i3.s ;;published

6) Content oftheCourt.Decision:.;

The amendmenc rdoe s not subs;,tantiallyc:hange .che claim.

(Outline of the. ruling)

Theqbjects of;the inven.tion af.ter tqe .. amendraent; are

strictly the same as ,those before tqe . amendment, .and no new

technical objects and effe.ct.sare a.Clded;bytheamendment.

The numerical. restri.c:tiononthe·sapon;ificationdegree and

the, viscos I ty ,of· thePVA ,l;Ihicq".i3.r;e ;chara'c:teris·tic; of the

makes the effec:tsof thei.nve:ntioncl.earer· byfur.ther

restric:ting ;.t!;ler anges wit!)in .thenumer ic:alre.s;tdctions •

Accordingly, ,the amendment canvbevconsIdered ., to be a
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reduction in claim and does not substantially change the

technical thought. Theexaml?les 'added by the amendment

merely served to make the effects of the invention clearer.

7) Comments:
(iT COnlparing theamerided invention and thepr ior art,

one can say that the basic technical ',thought of

the' presentfrivent>ion;resetsupon setting up of

the two numerical"'rarigeswith respect to

"saponi f ication 'degree" "and'''Hoepller v LscosLcy ;"

l'.tthe same time, the <meaning of "saponification

degree of 78.0%" seems to be particularly stressed

since an amendment was made to "render a polyvinyl

alcohol'havirig a saporiification degree of 78.5%

(which is slightlt'out of; the range def-ined in the

amended claim) arid a Hoel?ller, viscosity of 25 cps

(which is ;'within 'therange;def ined in the amended

'claim) ',' iritoa'compar'a tfveexample.

(ii) In'the sl?ecificationor igfriallyfiled, there is

'orily descrfbed to the effect that "saponification

degree is 70 to 80%,'preferably 75 to 79% i" and

nothing is descr Lbed about the upper limit, i.e.,

"saponificati'o'ndeg'ree ,of 78; 0%" ,

The original example relating to the

'';~saponification,degreeof78;5%"waS r;endered into

a comparative example and, at,tnesame time, an'

example 'of "s'aponification degree' of 76 .8%",was

added; It'is,therefore preslimed that the new

'upper limit (fre., '''saporifficatioridegr'eeof

78.0%" ) was selected' j ustas ari'iritermedia t.e point

'pr,e'sumption'is cor rect ,"the upper limit;wa.s

arbitrarily 'changediri"acc6rdarice ,withan'e'xample

added later. Such 'a.n upper limitcoul'dhardly' be

sa i.d tobe"'self"-evident from thetec'nnical
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contents .deac r i.bed in toe o r Lq i na.l, spec:ification.

I.t . should,.ratoer be .s a Ld j:o be.ran af.ter-: though t.

(iii) To sum up, the amendment .adop t ed a. nume.rical value

which.is neither, written in the specification

initially f iled,nor ·self~.e'{ident from the

description of the specification~ as anJupper

limit of a. nume r i caLky restricteQ claim',of an

Lnven.tIon of which basic technical thought rests

upon $.etting up of .nume r ical ranges. From such a

view point, it can be considered that the decision

of the Board ofAppeal, which concluded. the

amendment as a substantial change of the gist of

the invention, is in. line .. with the Examination

Stand.arQand hence reasonable.

(iy) on- the other hand , the court revoked the decision

of the Board of Appeal on the,·groimQ that the

objec.ts and effec.ts of the invention have not been

changed by the amendment, and theJnumerical

res.trictions<canJbeJconsidered,toJhave<restricted

the claim ,within, its or ig Lna l; scope» and have made

theobjec.ts and theJeffectsJof the"invehtion

clearer. The amendment could not be said to have

sUbstantially changed its technical thought.

As.' pointed out by the court ruling" the: numerical

ranges -r eraa i n l nq: afj:er the "amendment ar e surely

wi thin the .r anqes '. before the amendment. However,

the: court·ruling seems t o vbe a littleJshort of

consideration in this particular ca~e of which

basic technical thought rests.up6n.setfing up of

numerical ranges per se, and' thisJshort

.' consice r lead t ora ioh';whith is

generous to the<applicant.

A,diffcrcnt 'c6nclusionmay:have been:6btained if

further<considerations had beengiven<Clh (al
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grounds of the setting up of· the. numedcal

r~strictions,a1br obviousness of th~setting up of

the -numerLcaf, restrictions; (c) critical meanings

of the figures; etc., insteadaofsimply·concluding

that the ne8lys~t·up numericalrin~es is a mere

reduction' in c La Im,

(v) "Ho8ever;the"'court' ruling8ill.have i,r;greater

appropriateness if one:stands<on,thetheory that

there, is"no need to tak~ pr Lor •arts into accoun t

upon consideration of ~amendmentand.changeof

gist of. invention" 'or "recognition of gist of

invention. ~.

That is to· say, . comparison of an invention with

pdor arts is required upon JUdgement of novelty

or inventive step and his<nothing to dowitn

r e coqnLtLonrof gist:of,inlTention': The amendment

inthis:case do~s notchang~ the objects and

effects·of the invention<and'is:merely'a

restriction within its 'claim:; and' hence it does

no.t; change the gist of the invention.

Change of gist of the invention and the

patentability-of the amended patent Should be

jUdgedcseparately.

(vL) Since this is a case the court ruled that the

amendment after the publication does not change

the gisLof the invention, theruHng would

naturally apply to similar amendments filed before

pUblication~

The. decision of the Board of Appeal was revoked by

recognized the<gist of the invention. As a

result, the application will be granted-a patent

with the amendedvcLa.Lm, Although<there are

arguments for and against. the decision of the
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Board of Appeal and the ruling of the Court"many

questions remain wi th regard to the fact t hat the

application, after all those developmentsJ is

finally granted a patent with' the amended. c La i m,

The application should have been rejected for. the

lack of') inventive step. bas.ed on the recognition ·of

the gist of the invention according to, thecour·t

decision·? If not SOi the invention ahouLdvhave

been re j ect ed on the basis 'of the' reasoning of. the

revoked Board of Appeal! s decision? It should be'

pointed out' that, in view ofthe.first'-to"'file

'systeriland the dd scl.osu.re ,requi rements, it would

be too generous<for the applicant ,to grant a

patentwith·'suchaclailn alnended'with anafter­

thought. In addition, there wilE be a danger of

misuse.

(vii') How will such a case:bejudged in: the United'

States?

There are following Opinions.

(a) Thealllendment of the clailll wilEbe dismissed

as anewmattersinc:e the specifiCation originally

'filed does not contain any· ground for the

amendment;

(b) ItwilFberequired t.ofile a.'CIP 'application

with thE! additional dat.a andt.he amended claim; or

(c) Thealnendment for t.he clailll win be accept ed

if the additional data are submitted ihthefOrm

of dE!cJ!aration, instead 'of adding the data to t.he

specification.
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(2) cCourt Decision revoking a TrialD~cision (Mechanic'al

Case)

1) Case::
Case No. 91(1985): Revoking.the Trial,Decision on

dismissal of amendment of the patent application entitled

"Methodiof, mounting..'acan,.openingpull· chip!',·

.2)."Summary.· of.. ·.the. Invention.:'

.The, invention LnvLssue relates to a me.t hod, 9f mounting

a can,.openingpulL ch'Lp :firmlYiandeasily' on, t.he.. .cove r of a

can. A,pull: chip 2 .. has; its.mo\lljl,ting ho,l~' 3',.fi,tt.ed on a

hoLLow :pr:oje.ct-ion ,:4 ofae:an,,:cover,,: 1, and a':._,hp:l~:oy; member 5

is.' fitte.d. inthe,projection:4. Then, the holl.owprojection

4 andtl:lec.,ho.llow member ..5 are c Lamped and pr e ssed by a top

partl1.i;l.nQ, a:b9ttomparj:9: ,so thatj:hey, are f.laj:tened to

file, tp~,pull chip, 2. ,to t.pe., can cover 1.

3) Contents of Amendment:

B:~fore; tp.e pres,entLpatent· applici;l.tion was laid open,

Claim 2 (directed to a mode of embodiment) W;i;l.S, cor r ec t ed , as

follows, ,and accordinglyther:e was,aQQed a Qescription

(inc;:luQi l1g' addi1;:ional drawings) of an embodiment directed to

the.caseinwhicp· t he j:opp~d c;:ylindr:ical member is tubular:

The scope..of tpe claim is specified Ln.s t he following:

(before Amendment)'

1. !'..J!lethgd,gf: mounj:iljlg ,ii·can:::op~ning pull. Chip,

characterized: in tpata pull. chip :2 ;P11$ i.ts mounting hole

3, fi.tj:ed, oljla hollow, p;ojectign 4,ofca,ci;l.n,c;:over 1 whereas a

hollow member ,5 isfij:teQ insiiidproj~ction 4; and in that

saLd hollow pro j e c t Lon 4 andis a Ld holl.owmeJ!lber 5 are

flattened to fix the pull chip 2 and the canc;:over 1

2. A can-opening pull chip mounting method as set

forth in Claim 1, characterized in that said hollow member 5

is a topped cylindrical member made of a synthetic resin or
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<l metal and having its -lower edge 'cliileddutward or inward,

as indicated at 8.

(after Amendment)

1. the same as the first claims before' amendment

2. A can-opening pull chip mounting method as set

forth in Cl~im licharactlrized~in~fhat0s~idhollow member 5

isafopped cylindrical member or a tubular member made of a

syntheticresin~oi-a .etal ~rid havingitsedge curled

outw~rd0or inward~

4} Point argbed~

(i )Whethei or not the-addltionoF the embod Ime nt, in

which the hollow member is t ubuLar, was"an

incorpoiatidndf a"newtechnical concept (new

matter) which<wasnot'disclosed in the'original

speCification-1:lefore"amendment; and

(ii) Whether or not that ~dditioh wasobvioiJ's -hom the

or igihaldisclosure of the speciHcatioh before

amendment.

5) Con~ent of Trial Decision:

The amendment is not obvious from the original

disClosbieofthe specification before 'iimendmenFbut changes

the gist of the invention.

(Points.of reasoning)

(i) Itis reasonable to interpret fhaFthe description

of "the 'hollow membei"5"may 'bevnot; only the topped

cylindricaFmember but; alsoa'hoHow sphere or

anotheihollow shape" means fhaf the hollow sphere

is also topped. It follows - that all the I topped

cyliridricaFme.ber'i 'hollow sphere' : ana •another

hollow shape' are an enumeration of"thee.t:o_~)I?~!.~

s

'found -no' ground f or denylng th~ above'<spec i f i.ed

intetpretation_ becaus~ no description i's found in

the'original descr'ipt:ionas to what operation and
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effect the hollow member has in the present

invention.

(ii) Since the operation and effect of the hollow

member are not clarified, nor-are clear the

operation and effect in case the hollow member is

changed from the topped cylindrical member .to t he

tubular member • In case ~hec:an cover is.ma.de .of

a film of synthetic resin, as exemplified, the the

hollow member will presumably have its edge.di:lmage

the synthetic resin film if it iSimeJ:ely tUl:>ular,

w.hen it is; caulkedtogetller wi ~h the hollow

proj ectiop. I.f so, tlle damage could be avoided by

c:urling tlle edge of the hoLLow member .outward or

inward. Th.is out.ward -oz .inwardcur:ting of the

edge is ing~niousi:lnd c:ouldnotbe said obvious.

6) Conteptofc;ourt Decision:

Thealll~n~mentis.obviouf;.fromth~ disclosure of the

original specification before amendment and.is not a change

of the gist.

(Points of.. r e aaonLnq)

(i) Sincetheqetai:teq de sc r Lp t Lon. of the invention of

the original specification has the description of

"the hollow member may be not only the toppeq

cylindrical membe r gut also a. hollow sphere or

another hollow. shape~', it if; apparen t; not only

tllat tlle~hollowsphere" is not uS\lally included

ill·. the concept of. the. ~·topp~q','.l:>ut.also that

"another hollow s hape" include.s a.tul:>eor tubular

m.ember. haying a hollow pOJ:t,ion.havipg its two ends
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(ii) I t is .,a1so apparen t; that a tubula. r member having
.. .".... .. _.. :-,',' ., .. -" ,. " , .. .., .. .... .... '. " .. ..

itf;twoends 9Pj!ned ang it!" j!dgescurlj!d has its

IlPp.er and Lowe r ends crushed and deformed as in

the case of the topped C;y).indrica). member, if it
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is vertic<illy pressed. Moreover, what is

disclosed as the operaticm and effec.t of the

holloW,member in the ..pr.esen t; invention, as

disc;t(ls§!d intl)e orig ina.lspes:if icatipl'l, is to

vertically press and J:ix tl)§! puLl chip by the

deforma·tion. It is not accepted that the

(lperation <ingeffect a r e intt"~llsicto tile topped

cylinder but no t .differ§!llt Ln the tubular member

incllJdingthe topped cylindrical member, hollow

sphere and another hollol'/ sh<ipe.

(iii) Ther§!fore, in 'view of th§!.afgrem§!l1tigned operation

and effect. of thehollol'/.memb§!t" <Hsclgs,§!d in the

original specification, there.is nOJ;§!.a~on for

eliminating the tubu;tat"mel1\ber •

·7) Comments:

(i) . The point of. the presentqase examines ,whether or

ngt, the tec:l)nical matter added by the amendment is

obvious from the .d i scLoaure .of the original

specification in the two aspeccs gf the

construction and the operatign and.!efJ:ect, and

jUdges that both thE! construction<l.nd the

operation and effect are obvious. In the prior

art, according to the practice of Japanese Patent

Office, admittance of the addition of an

embodiment (especially that accompanied by the

addition of drawings) is very rare. However, the

Court stands on the point that even the addition

of an embodiment could be admitted if it could be

judged as has been disclosed in the original

specification, as filed.

addition of the technical matter (i.e,. the hollow

member interpreted to include the topped

cylindrical body and the tubular member) in the
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present case of amendment by the Court is backed

up by the presence of ,the aforernentioned proviso

of C
" the hOllowlllembermay· be not" only the topped

cylindr icai· member but ,. also a hollow sphere or

another hoilow shape" in the original

specification, without this proviso, the Court

wouldprooaoly judge the present illllendment as the

additionoCa new Illatter.

(iiq In"short,"it seems thatthepatent'Office is

rather nervous about the addition ofa new

teC:hnicailllatter and takes an attitllde not to

adrnit; it blltthattheCollrt is· not always at the

sarne standpoillt'but takes a"gentle attitude for an

amendment wh iClF"isrtot accompan i ed bY~lI\Y

extension of the scope of patent right.

(iv.j·'HowWollld the present case b,Fjudged in U.S.A. ?

The'casElwollidbedismissed as the "New'Matter" in

view>oftheU.S.practice exerting severer

restrictiollsuponitheamendrnentthan Japan. The

'U·;8. practice;would require aCIP application

iricorporatillg the cOlltent of amendrnent.
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(3) Court Decision revoking a Trial Decision (Electrical

Case)

1) Case:

Case No. 126 (1979):Revokingthe· Trial Decision on

dismi.ssal of amendment of the patent application enti tIed
" .., ... , .... :., ... ', " -"" ,..... ,",' ,.'" .

"Earthing lnonitori.ngapparatlls~

2) Gist of· the Invention:

(i) In order t.o c:letect the flow. (i.e, • earthing) of an

abnormalcllrrent throllgh an insulating resistance

oftherotorof.amotor there.is provided a

current circui.t~hiChis co~posedoftherotor, an

oscillating circuit and the insulating resistance.

In normal operationsithe current flow through the

resistance is solOw as to establish a small

voltage drop. If the earthing occurs, on the

contrary, a. high current flows .,toqausea large

voltage drop. This voltage is conve.rted ipto a

frequency by a voltage-frequency converter (SFU) •

TMsfreq\lencyshows a. cpq:esponding Value to the

, insulating resistance. The frequency is further

transmittec3.to a judging device: whi.ch is.disposed

at a stationary,:side ~

(il) Expl<lnation.ofthe 1\lc:lgingcirc\lit:

Tile judging'circ\lit is qomposec:l'ofthe blocks (the.

. insid.es ofwllich ai:enot eXPlainec:l) o.fth¢,.

following diagram so thattheinS\llating

reslstanqe lI\ay pe continuO\lslydetectedas an

ilnalogv,.lueatasignal oscillator ..
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r------'--------------------------,
~tpr Jsimp.lified f_9~::,iilti,s:trat;.ive,: ,d

. '.' - c~nv~ni~rice} . L
Oscil- Insu at- VO tage-Fre- I .~~~~==-,
lator ing Re- quenc¥ Con-:": I

sista verter (SFU)- I

.•. ,. . .... • .•... • ."' .• ". .... I·L_~-, '- ~~~ ~__ ..J

r ......- ............ "": ..."":""'-'" ,,-...... "-...,,--...............- ...---"":- ...-----,
: . JudgeingDevice - stationary Side I
! Sig'nal Analog j Voltage'-Fre- Ampli- I

Oscillator Value guencY'C.on-:-, f;ier I
t Re ister verter (m) IL'- .: J

Clerieal ErrOr:" (Frequency'-Voltage Coriverterln the
A~g}is~~ion p~pvi~i9g~basi~ for
pdodty)

3) Contents of Amendment:

'. (i) Sc:opeof the Claim:

(before Amendment)·

An earthing monitor ing apparatus for monitoring

the e"arthirlgofthe'rotor of an' electric machine such

as ·a.b"ruShlesssynchrohous motor! equd pp'ed wi th an

external magnetic pole type"· magneti zer,"' chara.cter i zed

in that' -an· oscilla.torfor low-frequency

alternatingcurrehtto be supplied. with a. power from an

auxiliary v"bltageTsource of' theJ:otor is d'ispoaed at a

rotating machine portion

so<th'at'the output voltage of the oscillator is

supplied to~.ccurrent circuit inclu~ihg'the insulating

resistance of the machine; and

flow through the insulating resistance is transmitted

as a measure for the insulating resistance from the

rotating machine portion through an electric coupling

element to a stationary judging circuit.
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(after Amendment)

An earthing monitoring i'lpparatus· for monitoring

·theearthing of the", rotor of..an e Lec.t r.Lc machine such

as'a brushlesssynchronous motor e qudpped with an

externalmagnetic·.poletypemagnetizer ,comprising:

an oscillatordisposedata rOtating mach Lne

portion 'and for "low.... frequency alternating current, to be

supplied with a power from an auxiliaryyoltage source

of the rotor;

.det:ectingmeans for detect:ingtheeffectil1e or

ineffe<::tive current flow through the insulating

resistan<::e, whichisobt:ained:by.supplying.the output

'voltage of t:he oscillatortoa cur.rent c i r cu I t;

including the inSUlating resistance, of the.machine, as

a measure ,for the insulating.resistance to generate an

output voltage corresponding to said <::urrent flow;

a·voltage.... frequencyuconverter adapted to be:f"d

with the .. output voltage of the detecting means;

aILelectric,couplingelement·adapted .to.·be fed

wi th'the output signal of 'saj:dvoltage,..frequency

<::onverter .for :effecting·t:hesignal transmission from

the rotating machine portion to the stationary machine

portion'i"and

:ajudging devi<::e disposed at the stationary

machine portion for jridgingtheuearthingonthe basis

of the freguen<::y of the signal transmLtoted tohrough said

:elect:ric coupling element;

(iL) Additional Comments on the Effect:

~Since·thejudgelllentof.uanearthing is thus

accompf Lshed in' terms of the frequency,' a<::<::ording
·www·.w·· ••

toutbe ent t

the coupling state of the e LectrLc coup.l i.nq

element or the unoises, and the voLtageof' the

signal to be transmitted can be raised tean
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arbi trary level. wi thout the, earthing, moreover,

if>the sens'itivity is so set tha't,a voltage having

a predetermined frequency may be generated ,from

tile vOltage-frequency 'con,verte,rSFUta ,malfunction

,s,\J,chas\the defectiveconhection of, the portion at

the rotating machine portion of the earthing

lfionitOrihgapparatus, can be detected in terms of

the change in the frequency,,"

4) Point argued:

Regarding thefullction of the apparat,us defined in the

claim amended on the 'ground' of the \additional', comments

relating to the effectsof,theinvention,

(i) Whether or not the function is only a judgement

for the earthing, which is obvious function by the

ccnse ruce ion disclosed in the .or ig inal

specification;', and

(ii'l' Whetherbr not the func t.Lon vdoe s include a

measurement of the electrical valueat,a circuit

which'was'lleither disclosed nor implied in the

original;sIlecification and the function further

judges the cor r e spondLnq troubled portion?

5) Content\of, Trial Decision:

The supplementation of the "judging device" ,to the

scope otthe'.claim by the' amendment is'de9ided, to, change the

gist of theinv,ent'ion (new'matter),

(Poin,ts' o f.i.r eaaonLnql

The judging device is\dellicted only in the block

form so that its specific structure is left unknown.

Even if theFSUis thevoltage,-frequencyconverter, as

judging device\cannot .pe r form the judg ing function

(Le', ',that ,tile error was clericaL) ; The added effect

Ls based on the fact that the\FSU was amended to the

frequency,-voltage converter, .and is ne Lcher disclosed
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e

the structure described in the original specification.

7) Comments:

(i) Although the drawing depicts the whole structure

atfirst·llorJ,s .cbvLous,

6) Cont.ent o.f court Decision:

Th.e supplementatJon of the ..~udSi~g de,vice"to the

scope of.theclaimby theal1lendment wilLnot a,lter the gist

ofthespecificatiol1 (In short,itwa,sno~ a n~w .matter.) .

(Points of .reaeon i.nq )

(Re: Cqnstruction).

Frqm t:l1.edescription oft~e qrig ina).

spe,cifiqation, it: is accept:edt:hat th~ jlldgi~g device

has its input fed with a signal whichjscharacterized

t:o gave i t.s fr\l'!u\ll1cy varyinS ~ith the leyel of the'

insllla,t:ing .j:efi·istance,

Since ,m9reover, t:heju~singd~vic~is fed with

t:he frequel1cyal1d,sincet:heanalos vaLue resister

connected dO"lnstream oftheFSU isgenera,llya register

for storing a voltage value, itis rea,fionabl\l to admit

t:hat the or ig inal .descr ip.tionqfthe];'sUa,s. the

voltag.e.., frequency conv,erter f o.r.volta,g\l- f r\lqllency

cqnl7~rsioni.saclericalerr,orqf the.frequency-vol tage

conve'rte r for. frequency-vol tageconversion.

It can beconcludedthat.the.construqtion is

containedjn the original specifiCation.

(Re: Effect)

It: is literally interpreted tha,t t:l1e operational

effect;m\lans notsofarafi·· t:h~judgement:' of the

specific troubl\ldportiqnofa qirclli!::butmerely.that

thedef\lctive~connect:ioncausedsomewhere in the

circllit:pqrt:ionupst:realllof th~ judging device can be

~etected in terms of t:hechal1ge in the f·requency signal

coming to the jUdging device. This means what is

1.~1
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in the block diagram, theoriginaFSpecificat'ion

has its description stressed upon the poin:tthat

the tCltClt isc6h'strue'ted· bythe'Ctirtent Circtii t

cClnnectingthe dsc111ation circuit ahd the

in~\liatingresistancetobemeasured,sothatthe

voltage drop at the insulating 'resistance :maybe

used as a measure of generation of'the'earthing

However ,'the origillalspecificatidn has an

omissionindescribfllghow the vdltage drdpis

detected.
(ii)It'has not been clearly desc:ribed that the voltaqe

drop is converted into thefreguehcy;whic:h'is

transm.it:ted tdtiie stationar¥side until it is

corwertedagainto'the vdltage'td beiobaerved ,

The' c:leric:al 'ei::'ii6r 'was inthec:irc:ui tbldck at the

statiohary side:

(ii~) In the a.mehdment; theabdve-underlinedeffec:t is

'newly added; and thec:dnceptof "judgihg the

·earthingoll the'ba.sisof·the frequenc:y" is added

as anewc:omponehttdtliesc:ope of the claim: The

Court has judged that the component· was in the

original spec:ification, and that theeffec:twas

obvious when the frequency was used.

(i">-) The jUdgelllent§ of Patent Office are'based on that

'(1) thesuPPlemerttedeffect.shouldbe"at~ihigher

grade thah the allegatiolloftheApplic:ant {and

that(2l the allegation ofthecleric:al error

should hot be adlllitted. It:cari'be said that the

two poirits (1) ahd(2) are too severe judgements.
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(4) Court Decision supporting I Tria~De9i$ion (C~emic.~

case)

~) Case:

Administrative ~awsuitNo. 222/~980iigainst .the

dismissaL ofamendment made by theBoardofAppea~

" RemovaL of Ni trogen Oxides from F~ue Gas~

2) Gist of the Invention:

An inven.tion concerning a process for decomposing

nitrogen oxides through addition of ammonia to nitrogen

oxide-containing flue gas. The point bf the invention lie.s

in the use of non-noble transition metal catalysts.

including copper oxides (1st claim);'

3} Contents ofiamendments:

Addi tion of an e xamp.l e using .Lron sulfate ..supporteel on

a~umina, and amendment of the claim based on the addition'of

the example 0'.

The claim of the inventiem', before and after the

amendment is as fo~lows:

(before Imendment)

(~) 'A process for treating f Lue: gas so as to reduce

the. contentiof nitrogen ..oxd de svcontiaLned therein,

which comprises:

(a) a<ldingammonia 'tosaidflue>gas;andi

(b) allowing said fluegasito>colltact:wij:h a

cata~yst 90mprisillg.copper oXide supportedbn a

fire.,.r,esistantcar,rier having 'a surface area' of at

~east ca. 40m2/g under oxidative conditions at an

,inlet temperature of said gas'of ca , 600°F to ca.

950~F;

(after amendment)

A process fo.r tr.eatinga. gasmilCturce C:0l1taillin'g

nitrogen oxides ,sulfur dioxide and oxygen "so'astb reduce

the content of nitrogen oxidescolltained therein, 'whidh

comprises.a.llowing said gas mixture tocoritact with a.
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catalyst which is supported dna fire..o:resistant carrier and

comprises at least one catalyst component selected from non­

noble transition metals of Groups V-B, VI-B, VII-B and VIII,
iron and copper r: andiox Ides andotiher compounds thereof,

under oxidative conditions in the presence of ammonia at an
elevated inleb,temperature of 'said gas of up'toca. 950°F.

4) Point Argued:
Whether or not itisdescribed in: the initially filed

specification that iron. sulfate is,usable as a catalyst
component in the ,catalytic reaction according to the

invention.'
5) Content of the Trial Decision:

The examiner I s decision which:, dismissed the amendment

Ls appropriate.
(Outlinedf the decision)

In the initial specification are contained

descriptions: that a catalyst comprising iron oxide

supported on alumina can be preferable and that

cata,lyst metals must be active even when ,they, are in
the f'ormofa sUlfate.

I t, is however known tha tessential:functions of

catalysts are to change reaction rates and to control

reaction conditidns and.that it' is difficult to predict

precisely, based ontheol(etical or;empirical rules,

such catalyticL.effect asselectiivity of reactions,

influences:on reaction rates ; duration "of catalytic
activi ties, etc.

It is ,therefore not self-evident'that iron sulfate
supported on alumina functions as a catalyst.

claim amended by ,the ,amendment is out of the technical

scope.,deScrlbedin,the ,initial specification.

6) Content ofth'e Court'Decisiorl.:

The, Trial Decisionof,the Board of Appeal which
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dismissed the ,amendmentisn.ot erroneous.

(out.Li ne . of>the rUl.ing)

It isa ,:fac:t obvious to thisCourj: that.basic

fUnctionsof,catalysts ar.eto part;,c:ip9,t~ in chemical

reac.tionsby changing reaction r a t e s .iand j:ocontrol

r.e ac t i on rcond I tions, I,t is. a matter of . common

.knowl,eqge ti)9,t it was extrem~lyqifficult~v~nat the

time of filing of the appl,ication 1::0 predict precisely,

based.on th~oreticaJ..or empirical rules,. s uch effects

<lsselec:tiyity of reactions shown by catalysts,

influences onrl'!action:rates,d\l!;ation oJ <::9,talytic

actiyi ties, etc'.

E:yen if theinitialcspec:ification contains general

statements that ion oxideis\lsableas a catalyst and

that, catalysts mus t; '.be c<lp<lpll'!of.maintaining

catalystic: activity aftl'!r bl'!ing:·:sulfonatedwith 502

ccn t ai ned in' f;Lue gas, iti§ not poss,ib;Ll'!totconstrue

th<lt .the r e was, ,,:,!e§cr ipl'!d intheini tial, spl'!.ci fica tion

tllilt. iron sulfa.te(which.diffe!;l'!s in .chl'!miC<ll structure

~rolll'Gllo).:SUPPo!; .ted ,on:A;L2Q3 is lISable asva catalyst

for the: treatment of flue,g<lS. 'rhe. dismissal of the

amendment is therefore, not erroneous.

7) Comments:

(i) 'rhi§ Ls a c:asethe courtsupporteq the 'rdal

De9isionofthe Boarq Appealcc:oncerningcdismissal

of amendment;

In cllemic9,l i.nventionS,<lqdit:ion:.of'examples can

be highly diffic:ult... 'rhi.s is a:typical case of

such an invention.

Chemistry is an empirical science where prediction
..............., ... -"'b:'"

s quite difficult. Accordingly, in

the case where there are only general statements

or wishful descriptions and no examples (or

descriptions which can be regarded as examples)
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are not cont a fned i'nthei'niti'alspecH Lcat i on ,

any amendment which intends t6 add ari examplei's

. of tell jl1dgedtobeachange ofgist~

III chera i caL IriveritLons ,inparticiialrthose

involving catalysts, miichimportance has>been

at:t:ac:hed to examples (or descriptidhswh ichcan be

iregarded as examplesfianda practice. which can be

referred to as E!li:ample-'first-principle hasvbeen

established" as seeri iri the present .case.

InYthe>initial·specillcation of>the application

(Uriexamined Patent Publication No. 75,464/1974),

catalyst is expressed as "oxides'of>coppet~(in

claims 1· toll)· or!'non-nobletranSitiol1 metals"

(in claims 12',and'13l, and'thereisorilyiione

example iri'wh'ich:,copperoxide' is utili'zed, The

present'casewas dIspiited over whetheforllot an

addid6n"6fIari'example utilizing iron sulfate is a

chanqe of the gist'ofthe invenH6n; However, in

the3Unal' stage theLclaim of the "application was

restricted to a process i,in"wh i cb iron'bxide is

employedas'a catalyst and a patent was grallted

therefor·iJapanese Patent~publicatioriNb~

59,004/1985). Although iron oxide, different from

iroll'sulfateii,was described in the ini Hal

speciUca'Holliasa pre f e r abLetca t aLyet , it is

quite surprising that the only example'of copper

oxide' was deleted, ·ii· and an e xampLevof iron oxide

was added and a patent was acquired only for iron

oxide.
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(5) Court nec i s ron .. supportinga Trial Decision (M",chanical

Case)

'l)Ca.se:

Case'No. 227 (1986): Revoking the Trial.Decision on

invalidation (the demand for which ha.sbeen dismissed) of

utility model registration, as ~ntitled "Extendible and

rockable gate door"

2) Gist of the Device.

The device contemplates to provide an extendible. and

rockable gate door which is to be disposed at the gate of a

motor pool or the like. The gate door does not require any

facility for laying a rail for guiding the movement of the

gate door but can be opened or closed and turned inward

remarkably lightly and smoothly.

3) Contents of Amendment:

(i) The scope of the claim for utili ty model

registration was amended, as follows:

Averti·cally. 'long . member 2 at one end of the

. transversesidecof the gate door is hingedly

'connectedtoa stationary portion such as a post 7

through hinges 6· such that.itcan turn on. a

vertical axis

Amendment

(before publication)

A vertically long member 2 is so hingedly

connected through pivot· pins 19' such '. as headed

pins, which are removablyfi.Ued in both hinges 6

fixed at the long member 2 and pivot brackets 8,

'so'that it can turn·:on the common axis of said

pivotpins·19."

; ( i) To the detailed - description of the device of the

specification,. there is a Lso 'added the operational

effect that "Even·in case the caster wheels are

disabled to 'roll on 'the flat floor having nO'rail· by
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either the running traces of the caster wheels or the

pebbles', the vertical vibrations of the caster wheels

riding on such undulations can be absorbed or damped by

the whole gate door to smooth the rolling moUons)of

the· caster wheels."

4) point Argued:
Whether or not the addition of the structure that the

pivot pins 19 are removably fitted in.thehinges 6 and the

pivot brac ketstB could.be aa I d obvious in view of the

disclosure of the original specification and drawings.

5) Content of Trial Decision:

The amendment is not obvious ftom the d I scLoaur e of the

original specification and drawings· but alters the gist of:

the device.

(Points of reasoning)

The amendment in'issue is made tohave·the

structure that,~the pivot pins are. removably fitted" so

as "to·provide the gate. door which is enabled to

accompdI sb smooth turns by the verticaL vibrations of

the cas ter wheels .wi threspect to the undulating

floor", although not disclosed in the specification and

drawings originally attached to the. application for

utility model' registration. Eyenif the structure that

"A vertically long member is sohingedly connected

througllpivot pins such as headed pins; which are

r emovabLy .fi t ted in both hinges fixed a tthelong

member al1dpivotbracketsi.So thatitcal1 turn on the

common axj.sof said pivotpil1s" Lsvobv i ous. from the

disclosure of the specification and drawings originally

demandee, it can never be said that the structure that

the.. piYot.pins are "remov;ibly" fitte9 in is disclosed

in the o):igina:l :speciJ;ication andidr awf nqs or is

obvious to those ..skilled. Ln.. the art.
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6lContent of Cour,t,DecisioJ'l:
,The Trial DecisioJ'l issupportE!(l, because. the,point that

the .p I vqtpins -are "removably fi ttE!d c iJ'l'~ coul.d not be
accepted as obvious in view of the disclosure oii. the

original spec:ification anddrawinglieven, ,if that! point
belongs to the.well..,known t echndque , as alleged> by the

demandant.
(Points of r eason i nq)

(i) It is' not disclosed in the original <specif ication

that' the grounding casters can freely move up and

down.
(iiI What is disclosed by theo;riginal specd f i ce t Lcn

is: ,that the pivotpinli,.are hinged'ly connected to

the hinges 6 and the pivotbracke,ts 8 'so that they
can turn on the vertical axis, but not that the

pivot pins can be freely removed.

(iii) The original specification has failed to have the
object relating to the adoption of the structure

that the pivot pins of the hinged portion of the

'gate door are removably fitted in the pivot

brackets and the hinges.

(iv) Comparing the objects and so on before and after

the amendment of the present device and viewing

the above points, it could not be said that the

amendment in issue is obvious from the original

specification (even if the technical concept

itself added by the present ameJ'ldment were well
known in the art).

7) Comments:

(i) Even if the content of an amendment such as the
", ,.. " .""'""

n t pr

facie technical concept which is known before the

filing of the present case, the addition will

change the gist of the device if an alteration is
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found before and afte·rt·heamendment. in view 'of

the objectroperationandeffect of the deviCe.

(iil It can be sa.id that j the judgement for the present

case is' reasonable;

(iii) The present case is satisfactory for presenting

that· all the' well... known concepts are not always

obvious.

(iv) How will this case be jUdged in U.S.A. ? The

'amertdmeh.\:·:'of this case would be dismissed as

inviting'aNewMatter, because an amendment is

more strictly restricted in U.S.A. than'in Japan •

. The probable dismissal will, make it necessary to

f,ile' iii new CIPapplication incorporating the

content' of 'amendment"
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(6) Court Decision supporting a Trial Decision (Electrical

Case)

1) ~::::No. 14' (1981): ReV()kin~.thei01:;i)alDecision on

dismissal of amendment.to the patentiappHC;!ition entitled

"electronic instrument"

2) :~:tp~~s::: ~:::::~::: hasari,o!>jecJ\itir J~r" the pitches

and tones soasito enrichtbat musicality oj; an electronic

instrument, Which mightotberwise, be flat.'

Figs. Ito 3 arethe~rawingSWhiph~ere originally

f.ileCi •.• 'l'tle sound signal, wbictl.~sgen~ratedbya voltage­

control type oscillator 12 inresppnse to the operation of a

key board 11, is used to generateatone~ At tbistime, the

pitches and tones generated by the oscillator 12 and the

filter 13 are varied by 'the modulations with the control

voltage waveform of Fig. 2 so that musically rich sounds may

be played. Fig. 3 shows the specific structures iOif the

control voLtage waveform generators 17 and 18, in which the

control voltage waveforms are obtained as thetermirial

voltage ischi'lnged by ttle charge, or discharge of a capacitor

24. When ,t~echargeT. of the capaci tor 24 ar e released

through a fir.s!:. deCarr circuit 27, the terminal. volta,geof

the capaci t,or'24 takE!' a reference level.

3) Coritentof Amendment: .

In view ofthe·reference cited in the Tr ial,'the scope

of the claim was amended, and the effect coming from the

amendment was addi tionally desc r Lbed;

(i) Scope of the Claim

An electronic compr s : a voltage-

control type variable frequency oscillator 12 adapted

to be driven by a voltage.signal obtained in response

to a key operation forgeneratirig a sound source
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signal; anda'voltage.,.control type variaole, filter for

toning the power souTce"signalcoll1ing from~<lid

Ostillator 12jS~hereinooth s.id oscillatorc<lnd said

var LabLe: J:ilter are >modulated·andcontrolled· oy the

con t roL volta<;Je ~aveformswhich.are>.. 1Ta.ried from initial

to attack' levels set' at the two sides of. a r eference

level for an attack period in respOnse to a.keypush

and suosequentlylleldat .. the>reference levelun.til they

are varied to the initial level"·. in response .. to· a key

release'; P

(af terAmendment)

An electronic instrument comprising: a voltage­

cont:roltype' var iaolefrequency oscillator 12 adapted

to be driven oy .'vol t.ge>· sign·al.oot·ainedinsresponse

to a key, opera tdonvfo r ·genera·ting·.··sound. source

signal; a voltage-control type variaole'fil·terJ:or

,., toriingthe powersouJ:ce' signal coming from said'

oscillator 12·; control"waveformgenerator's' 11' and 18

for'.generating> the con t r o L 'vol tage· waveforms which are

var ied from initial to attack levels set at the> two .'

sides'of>a ground level in'response'to'a' key: push.' and

suosequently held' at,.·the reference··level. until they are

varied frorir·thegrourid to initi.llevels in response to

a key: rele.se'; an inverter:.28 for inverting the

polarities of the control volt'age:w1:.vefotm·s 'which are

generated from:said'control··wave ·f!ormgene·rators; and

. means ··fOr feeding either theconttol voltage waveforms

generated from' said' controlwavefbrmgenerators or the

inverted controlivoltage wavefotmsioutputted from said

inverter as a control signal to said oSCillator or a

fLl, ter , '. in>

or fiTter are' modu:lated: and cont'rolledwith'said

',control voltage waveforfuzor'said inver'tedcontrol

voltage 'waveforms;
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(ii) Additional d~scriptionof.the.efj;ect

tJponthemodulatiion and 'control> of the sound

pi Eche a cand Ttones, the cont.Lnuoua.i'l.eve L of.. the con t r o l,

waveformsis>specifiedby thenreferenc!'!.'l.evel at the

ground potential, as is apparent from. Fig. 3.. As .. a

result, it is possible to control l:h!,!mus;icgl sounds

with thestable>pitches and t ones, ;i.e-a., to vary. and

control ·the controL.voltag!'!.wav!'!forms. so that astable

control<ofplayed sounds can be ex!'!cutedsufficiently

effectively. The waveforms are suitably inYeIt!'!9 with

r e f e r ence to the reference level at. the' g.J;ound

poten·ti.also that the .characue r isl:icsT ·.atth.e· rise and

decay of the playedsoun9s can be swi tched .an9 .set more

e:ffecti veLy to' convere and set. th!'! characteI isttcs of

the.. musica1•. sound e xpr e s s Lon- more, effective.Ly ,

4) point argued:

Wheth.eror not il: is obvious from !:jle,blpckdiggliam of

Fig>. 3"tjlat. tjle continlJous."parl:.of, the con-troIcvo l, tage

w,ayefOJ:mfi, to!'!, the. refer!'!nce . lev!'!l>is at ....the. ground

potenl:ial,.

(iJ A:fir.st .c:lecay.<::ircuit 27,of Fig. c3 has, its .one

terminal!'!arl:hed, to toe ground, and ,a.cur r ent

d Lacharqe passage. frOm th!,! ., uppe r elec,trode.'. of the

:capacitor 24torpugh the fir.st decay ci r cud t 27 to

,the, !,!arthtng poii'll: Ls indicated by an. anow, as

inc:licgted bY e Irc Led- 20.' Wh!'!ther>orn,ot t. .itis

apparent that the. level Of th.e,capacitor.24 comes

to the ground potenl:ial .after tne. dtscharge if the

dischaFge c\.lrrent of th!'!'capacitpI2 4.f.10wsto the

JJ.i) If ,.the r.eferenoe l!'!v,!'!l.fails to' reside at' the

gr.ound potenttal, X.t isflucl:uat!'!d if.the

..polartties of.l:jlecontroLvpl tagewaveforms are

inverted. This makes it necessary .co .provi de
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~eansof6r correcting the level after ipyersion

therebyto':complicate'the.circuit. Fig. 3 shows

the'inverterbut .. not the accompanying correcting

means. Therefore" 'whether or not. Fig. 3 has

succ:::eededin' Showing that the ref e.r.ence . level is

thE'!' 'ground potential.

5) Content of Tria:l' Decision:
Thespecificatibn and drawings as amended incorporate

i t'int6 part of the gist: of the invention that the reference

level'is'atthe ground>potentiaL. In the original

specifica,tion and drawings', as filed', however"there is no

discLoaur.e implying that·there f e renceisattheground

leveL." MoreOv.er, this. corrcepz .could not .be ..saidobvious,

bec.ause cit ,hasan:o\ltst·anding:.effec.t.th.at· no: .correction is

'required even if the control voltage waveforms are inverted

around the gr'ound leveL. Itisj.udg,ed that the amendment in

issue, cis, :anew matter'.

6) Content of Court, Decision:

The ~ourt has supported the Trial Decision (.L.:e:.,.j:the,

dismi15sal 'of amendment) by.'.,the. following reascnsr...

1) The first decay circuit 27 of. Fig.• 3 is me.r.eLy

shown' .I.n ac'block form'. having its one terminal

earthe'd:"to the ground', but. its' internal circuit

.structure is not apparent; Irrespective of·this

internal circuit structure, the. onete rm i naL

earthed to the ground is Lnd Ls perrsab'Le for

e s t.ab'Li shInqza.rre tiur'n path toothelowet 'electrode

of'the capacitoF24." Therefore,whatis:disc:::losed

by the drawing is that the first decay cl'tc:::ult has

its one terminal at the'ground ,potent'ial; but
, .

could not be: said' to: imply' that . the 24

has its terminal' voltage: at the g'rouhdpotehti,"l

whenitis discharged ••

2-) Sinc:e Fig; 3 presents t h evbLoc k d i aq r am-rand since
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it is'l1ot always definite what ciJ:cuitis

expr e s sed by one block i "the, COJ:J:ec,tingr:lJleans could

sUfHciently be incorporated i,ntO ,the" b,lock of the

inverter'. The' fact that the correcting, means is

not shows in, a block different from th,e inverter

could not provide a basis"f0l: ind,ipating that the

reference level is at"ther:g,roU,np,'poten,tial""

3)' 'Theoriginalsp,ecifica'tion ,as filed, has ,failed

to describe the special effect ,(e'~g.,the ef'fect,'

for generating, the stable, sound, or ,th,eeffe,ctfor,

facilitatingt.he' Lnve r s Lonco'f the, control, vol,tag!,

waveforms'withoutr:the corr,ecting'means,) whichx.can

,be attained by se,tting<the' reference .Le ve L atLthe

special, potential 'such as ,thej,ground' ,potentiaL,

Hence:, it is, reasonable that the: t:echnicaLconcept

attained r:by 'ther:amendment is' an invention"

d Lf f e renc from that disclosedi,mthe, original

specification and drawings",asAiled.

7) C:omments:

The Court Decision is, helpful ,for" jUdging the range of,

d LacLoaur.e bya b,lock'di'agram.

The' .r eaacn i.nq of the .cour t Dec Ls Ion.. that' ,!'it could not

be obvious to makea,:discharge to the'ground'>potential

because the ls,t decay circuit iSi"shown inthe,'block form so

that wh,a,t voltage level is :set in the"decay c I.r.cu i t; is

unknown" is agreeable.

The'present case is, one which has,x.forcedLthe, applicant

to USe the s t ruc.ture and ,effect ,'which,cquldnotbe

c;I.arifieP by the block diagram, as tile gist and effect of

of: the"citati.on. Withoutx.X.thiscitation:i the p r.esen t;

applicati.on ,woulphave been, patented with the block diagrams

of Figs. 1 to 3. Considering that:the appLlcarrt; has not

al;I.eged,that the first decay circuit is well known, this
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circuit seems to be a novel one prepared for the present

invention. Although late at this stage, such new circuit

important for achieving the effect of the invention should

have been supplemented by its internal detailed diagram.
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such evidences as a supportifor any amendment that he will

have to make.

(3) The ideal way to f.ile an applica tionisto start

wi th a complete specification (and drawings, if any) which

P. 55

7. Conclusion:
(1) In any of the cases reversed by the Court, the

patent:.Office and the Court agreed th~t an amendment leading

to achimge in the substance of the clpimed . invention would

constitute a change of the gist. The Patent Office had,

however, relied strictly upon the principle that an

amendment involving any matter that wasnof disCiOSea

originaliapJllication, and not obvious at the time of its

filing, wps~onsidered as constitutins a change of gist. On

the other hand, the Court did not take a strict position in

that connection, but passed a jUdgment rather in favor of

the applicant, saying that no amendment was considered as

constituting a change of gist if, after the amendment, the

claimed invention can still be considered as remaining

substantially the same in. the light of its object and

results as set forth in the specification.

(2lThere.fore , it would be advisa~le to appeal from a

patentOffipe decision concluding anp/!lendment as

constit:ut.ingachangeof gist, if the amendment is believed

not toha,fe introduced any change into the substance of the

application.

It is,. hO':'ElVe'r,more desirable for the applicant

to include in theodginpl speoific::ation as much as possible

of any relevant matter ... that [hemaytliilll< of, by way of e.g.

supplementary statements, in..order to l'eave in the

specification evidenc.es 9L theJ~ct·t:hat he 'is already well

aware of any such matter at thE! time of filing of the

application, and thereby avoid the pass ibili ty of any future

amendment being concluded as copstituting a change of the
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will not require any change at. a"later date. Asama.tter

of.fa:ct ,. howeve.r., it i·sab.solutel,yneceflsary, to make . some

amendment or other. Everybody, is l;>elievedl;o agree that

the allowance of "an . amendment ,under,.ce~taincondi tio.ns is

necessary for the achievement of the o.l;>jecl;" of the fl",tE!nl;

sya t em, <'The problem is .tha t; the. .sccpe ,0f,an<a,l:I.owable

amendment differs,fromortecasetoanotner. ,<;rha,t is a

cause of dispute which. leads to. a delay inexa,roination.

(4) This problem is mainly dUe ,to the differenc:::e wn~c;h

arises from the interpretation of the "matte): wpich is

obvious from the original discl,osure.of .. the ,specification".

Judgement<of the issue as to whethera·,partic\ll.ar matter is

obvious i or not', should. be .baaed on tne; scope of piscl,o.sure

which. can o.bj.ec:::tillely l;>e corrs Lde r edjuo.. appear.. in tne

original specification,,;and the"state of:;art,'whiC:::h can be

corrs Lde r ed rto haveexiste9 at ;1;he time of filing oJ the

application, put. mainl,y<;>nwhatthose:skill,edJi"l ,the art c:::an

becOnfli9.ere9;to. have<been.aware of, at 1;he time of filing of

th.e applicaMoni irrespective;of.tne S\lbjec:::tive,,intentio.i"l o f

theilPplicilnt •.

Therefqre, it can .. be said that the s,ta.te of art<which

can . be:.. consdderedito have e xLs t edvat; the time of 'filing.of. a

partic\llac.appl,ication is a factor, of prime .Lmpor t ance to .be

considered in the evaluation of the invention forn9veltyor

unobviousness, but has also an important bearing on the

consideration of an amendmen.t.th.e,r,eof.

(5) J!l.i"lyamen9mentinvo},vi·i"lga change of gist is,

dismissed. If anY s\lch;amendment is entere9;byoversight,

the application will eventually be t r e a t.ediasrhavi.nqif i Le d

.a,t the, t,ime· OfflUbmisfliolhpftheamendment,whei"l ,.tne

as cons ng a

gist. The conclusion.of<anyamen9ment as consud t u.ti nq a

ch.,'lnge o.fgistplac:::es the applicant.,at,.anunexpected

disadvantage, insofar as nobody is s uppos ed.. to .make any
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amendrt.enttl1a.t heknowsconsti tutesa,change 'of gist. tt

would be important <t:obearitinntind ,that: thesystem,whicQ

used to peimitthe filing of, a new application based on a

dismissed amendment was abolished. In<this connection, it',

would be better for the applicant to rely upon the domestic

prior ity system' for refiling'the application I!1hen (he h as.

found ',i, it necessary to .make any amendmen.t ccha t. is '" likelyito"

result in achahge'of'gist. The',applicahtis"however,

required to review the application promptly after" filing it,

since such refiling is possible only within one year after

theorigi nalapplication.

(6) TheiUnitedstatespatent system has.r a eIP

application as a ,measure corresponding to' the domestic

priori ty system ih'Japan.TheCIP application makes a

great difference from 'the Japanese application "based On the

domestic priorityi system, insofar as <itcah'befHed at ant

time durihgthe pendency of the !ioriginal application;

(7) Finally, referenceislllade'to,the paper presented

at the 81;hGeneral Meeting of PIPA'in ,1977 and ,entitled' "Ai

Change of 'the Gist of an Invention Arising from an Amendment

of the Specification" whichtalksabdut some caaesvof..

decisions on trials for correction,'and therelevantcol.lrt

decisions. 'It discUsses matter having 'aclose,relation i to,

the 'subject of our paper.
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Japa.nese Associated· Trademark System

Japan Group(Committee No. 1

Trademark Subcommittee

Yuji Suzuki Mitsubishi Rayon Co., Ltd.
Shigeru Miyayama Asahi Chemical Industry Co., Ltd.
Satoshi Sato Teijin Ltd.
Sumiko Matsuda Mitsubishi Kasei Corp.
Katsumi Fujitani .Ricoh Co., Ltd.
Kazumasa Yajima Tosoh Corp.

Speaker: Yuji Suzuki Mitsubishi Rayon Co., Ltd.

Abstract

The Japanese associated trademark system is one of the
characteristics of the Trademark Law of Japan and has
continued to exist about 80 years.. There is no such
system in the United States. Applications under the
system almost account for 20% of the total of trademark
applications and it may be said the system is popularly
used in Japan. On the other hand, it involves several
problems. This paper is written to explain the Japanese
associated trademark system as plain as possible, to
clarify the characters of the system, to point out
existing problems in relation to the system' and further
to try to consider/possible measures to solve the problems.
In addition, the paper refers to the points to be noticed
in filing trademark applications in. Japan from the United
States.
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1. Preface'

Th" Trademark ~aw of Japan adopts" a princil?le o£r~gistra­

tion (Trademark Law, Section 18) which means to,sec~~e~ights
to use not only trademarks now in use but also tradematks with

respect to which,a.pplicants ha.Ve'ari i Critenti6nto use in future,

through 'registratioriiiri adverrce ofsuc::hprospectiVe' trademarks.

To the' 'contrary, ",the u. S';"Tra.demarkc Act adopts a" princip'le of

use under which trademarks in use be protected.
, - ,.' - ", '

The Japanese associated trademark system under the sa.id .'

Trademark Law <of 1909) and:has continued to exist about

80 years;

This associated trade11lark"system means a system under'

which one s~~e:~e~~q~ is able. to F~g{ster trademaFk~ within a
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scope similar to that of his own registered trademark under
certain fixed conditions (Section 7).

This system is one of the characteristics. of the .. Trademark
Law of Japan, not found in the United States. Applications
taking advantage of the system have accounted for nearly 20% of
all the applications· filed in these years in Japan.though there

was some dispersion when view~~~Fom,aRa.Jinua~,basis;.

This paper consLdez-s 1:.~e<partic'lJ.lars" .. 911al:'acter!f3,tics and

problems of the Japanese associated trademark system popularly
used as stated above and also refers to the points to be noticed
in filing trademark applications in Japan from the United States.

2. Japanese Associated Trademark System

I} Outline of the system

The purpose of institution of the Japanese associated

trademark system ~nd the requirements and procedures for
registration of ~ssociated trademarks are as follows:

(1) Purport of the system:

The trademark owner is granted a right to use his
registered trademark on an exclusive basis for designated

goods (Section 25, Same Scope for Registered Trademark) .
Meanwhile, any other person is prohibited from using the
registered trademark as well as a trademark within the.

scope similar to that of the registere~,trademarkb~~~use

confusion of origin of goods may possibly occur (section
37, "IteIl\ 1) •

Thus, if any other person files an appl"ation in

connection with such s"ope, t!).e other person will not be

pel:]llitted registration<: on the ground of tj"le exc.l.us i.on, of
duplicative rights an.dthe prev('nti9n of ,confusion of
.origin (Section 4, Para. 1, Item 11).

other· persons from t}sing a, tra,dernark w:ithin. the similar
scope for the registered trademark but has no right.to

p?~itively use it. The trademark owner may only use tt

in actu;'lit}',up1ess :i.tdoes not,9on.fHct with any other
rights. Therefore there is such case that the trademark
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owner wants to register with respect to a trade~ark within

;the similar scope whenh~ has an-intention to positiyely
use it. In such case, if the trademark owner files an

application for ~egistration for the similar ~cope of;~is

own registered trademark, the registration may be permitted

because no confusion of origin would occur.

However, as the position of tr~demark rights gS property

rights,beCCime strong, the existing Law was '''eJ:li:l,c:;edto permit

free transfer of trademark rights {Sec. 24). Thus, if any

trademark within such similar scope ;'$ isolated and trans­

ferred after being registered, it will create plural
proprietors, which will then cause confusion of origin.

This is against the purpose of the Law which is to prevent

confusion of origin and to maintain the order of distribu­

tion of goods.

Accordingly, in order to adjust.this r<;lJ,atiqn, we may
_:have two.approaches. : Firstly, at ,theti,rne of trademark

.·.t;'egistration, it has nO.,r.E!s,trictions but at thetirneof

transfer,no trademark right related to the registered

trademark having similarity rel"tionship can be permitted
to be isolated or transferred. Secondly, from the time of

an application for trademarkregistr~tion, connection is

set up in advance between trademarks having similarity

relationship and neither isolation nor transfer can be
permitted.

The Trademark Law of Japan adopts the .latter agproach.
A pair .of trademarks havingsuchrelations~iparecalled

a.ssociated tradema~ks and. the system of registeringth~se

trademarks is called thea~sociated tradema;~ system

(2) Requirem",ntsfor registration of associated· trademarks:

In order to obtain the registration ofassdciated··
trademarks, it is necessary to satisfy the following'·

CD To be within the scope similar to tha.tdfone'sdwn
registered trademark:

If the associated trademark is within the similar scope

~o:r:: oIl:e',_,sqw~regi~teredtradE!mark no cont'usIon Of origin
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Fig. 1

W""

:::',

Same scope for
registered
trademark
(exclusive right
to., use)

S~~ilar scope for
registered ,"trade­
mark (right to
prohibit)

• In. case where designated goods for the associated

trademark are the same as those covered by the registered
trademark and the trademarks are similar (A in Fig. 1);

o In pase'~here the assocLatred trademark ,'- is':the same as

the registered trademark and designated goods are similar
to those covered by the registered trademark (B in Fig. 1);

o . In ':':case"whe're thea:1E;'~fociated -trademark-' 'and designated

-goods are similar to the registered trademark and
designatedgoo"ds'coveredbyMthe'registere"d'trademark,
respectively (Cin: Fig. 1).
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will'ocbur. This" system is for such occasion that the
trademark owner wants to positively 'use the similar scope.

Similar scope to that of the registered trademark is
classified into three groups as follows:

Similar. trademarks mean such tra¢lernflrksas~aycatise

confusion: of origin when they are .attach.,dtp. ,sal1\eor
similar goods. Similarity is divided into three types,

~ilat is,s~Illilarit:yof appearanc,e, s~'II1il,a~~:~:y,OfSOUndand
similarity of meaning. In Japan', emphasis is placed on

As to the same scope as that of the registered trademark,

no registration is~llowedfor preventing duplication of
rights.

,Similar goods mean such goods as, may cause confusion of

origi.n wlien:tlieyareattache~a same or >simi.1a~tra~emark(s ) .

Wheth.e~gOO,dS are simihr"r not isdecid"d totally, taking
into 6onsider~tion so~e sta~dards su~h as the same producer.

cif .thegoods. However, thesestanda.rds are notsuffi'cient

aQfl simj,la",ity ofgopds is. jUdged on the basis of the
s"anaplr~l,.lla,;revised) for examination of similar gop4s
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similarity of sound , When- thereexi-sts·<even one similarity

of the three, trademarks are deemed similar. Similarity

of trademarks is judged on the. bas i.s of the. standards for
examination of trademarks compiled by the Patent Office.

CD To satisfy general registration requirements:

As associated trademarks have the same effect as that of

o:rdinarY,trad,ernarks ,i:t is necessary to sa'tis,fy such

general r.egistrationrequirements .aa having ability c'to

discriminate own,'gbods 'frain other 6n~s (Sec. 3):~f having

registration requirements (Sec. 4), 'etc.

For eXample,. an associated trademark similar to onels

own registered trademark may not be registered if it has
no ability to qiscriminate 'own goods from other ones'ot

if it is similar to a registered trademark of any other

person.

(2) Procedures:"

In order to obtiad.n associated trademark-registration,

it is necessaryto'fileapplication for registration of

an ~SS9piatedtrad~m~r~.

In such 'c::ase/the.,~pplicarit~,'l:iown regi'ste,redtrademark

or trademark application under pending which has similarity

relationship m\lst be clarified in the application form.

If the registration of a solitary trademark is rejected

through the examination'p"ocess by reason of its having
similarity relationship-.wit:h one's own registered ,trademark

(Violation of Sec. 7, Para. 1; Sec. 15), the application

may be changed to applicatioll for registJ:'ation of an
associated trademark.

The applicatioll fee fOr registratioll of associated
trademark is twice (¥34 i 000) th!, fee for registration of

solitary trademark. (l!17 ,OOO} • This is. pJ:'!,sumably owingj:o

associated trademarks,"

2) Comparison wi th"associated trademark sYstems
In rteighboring couhtries

Associated trademark system is in force in the U.K., Japan
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and other countries having either of the legal systems of
tiheae vtwo countries. Here;:' the Japanese' associated trademark

system and those of neighboring countries are shown in Table
1 below.

Table 1
. Japan South Korea Taiwan Singapore f Australia

Sam.e or GOods Goods Goods of Goods of
.

Scope of si'milar within wi,thin .' same kind same, kind
I

.goods goOds same same class (26) (36)
(7 CD) category (22)

(12) ' .. . '.. .

Creation May be May be
or disso- . created or created or
lution of - • - - . dis.solved dissolved
associa-:-: byro:gis- by regis-
tion trar's trar's... recogni- recogni-

tion tion
(26) (36)

Isolation Impermis- Impermis- Imperrnis- Impermis~. Irnpe~mis-

I
and sible sible sible sible sible
transfer (24 0> .'. (27) . ; (28) (29) (37) ,

Use
.. R.ecognized Recognized Recognized Recognized Recognized

if other if other if other if other if other
associated associated associated as'soci'ate'd as'socLat.ed
trademark trademark trademark trademark trademark
is used is used is used is"used is used

'. (19 0 2) (20) (31) (29 ) (38)

Associa- Equa.l Equal. Trademark, Equal Equal i

tion (7 0) (12) subordi- (26) (36) !
relation- . nate
ship tradem.ark .:

. (22; En-

I
forco:ment

'. . . .
.' Regs • 3)

.:

(Note) Figures in parentheses represent Section numbers
in respective trademark laws.

As khowp from the foregoing table, there exist differenco:s

in terms of requirements of:- associated trademarks, etc . among

......t:he countri'!'s. In two count.rLes ( Australia) ,
associated trademarks may be created or dissolved by

registrar's recognition. On the other 'hand, it is common in

all the countri,!,s a9 t9 the point: that ~901ation and transfer
of associated trademarks are prohibit:ed and that USe of any
other associated trademark is deemed as use of the trademark

in question.
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3. Merits· of the Japan,ese Ass9ci<l.ted Trad'7mark sy~teIll

(Principally from the Side of Applicants)

As the Trademark Law aims at the protection of c9nsumers

by ayoiding conzusLon oforigi~1,,17rc+deInarksrnutBi3.11y .assocLat.ed

cannot be isolated no,," transferred (Sec • 24,P"ra •.. 2) .

Though the Japanese associated trademark system is
restricted in this point, it has merits 'as follows:

1) Expansion of right to use and right to prohiblt

By virtue of creation of the trademark right, the

trademark owner is granted a righ£fo use the .t"egis~er'7d

associated trademark on an exciuslve basis (Sec. 25).
" , ":,"::,,,,:,

This is advantageous to the trademark owner because he can

secure a right to use by registering in advance as to a scope

similar to that of the registered trademark in order to meet

the necessity to modify his own· registered trademark according
to changes in fashion, etc.

In addition, in Japan there are a variety of characters,

that is, hiragana (the cursive form of kana), katakana (the

square form of kana), kanji (chinese characters) and romaji
(method of writing Japanese in Roman characters). In this

point, this system is useful to the trademark owner to secure

a right to use by registering in advance the trademarks shown

in characters of different kinds but having the same sound.

Meanwhile, as to trademarks similar to the registered

associated trademark, the trademark owner is entitled. to

prohibit other persons ~rom using them (Sec. 37, Item 1).
This serves to expand the scope of right to prohibit and to

further prevent confusion of origin among the trademark owner's

goods and other person's goods. It is advantageous to the
trademark owner.

2) Easy maintenance of rights

is being used, any other trademark may be renewed even if

it is not in use (Sec. 19, Para. 2, Proviso Item 2).

Moreover, in such use, any other trademark which is not

actually used will not be revocated even if the revocation is

demanded on the ground of non-use (Sec. 50). This is based
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on the defensive f1lI1ction of associated trademarks and makes
it easy for the trademark owner to maintain his right.

However, 'there is one point'to be'notibed, namely~

renewal of eirery trademark related to the associated trade­
mark is not always permitted even "when one of trademarks

related tothe.ass()ciated trademark is being used. This is

similar to :t:r~c:l:l,for,revocation:of tradernar]<:s not in. use

which is explained in detail herein below. (See 6.2)

Figure 2 shows an example of a famous trademark owned
by one of the leading pharmaceutical manufacturers in Japan

which uses eff~ctively the above-mentioned merits of the

associ'!'ted trademark system.

..
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4. Problems in the Japanese Associated Trademark System

The Japanese associated trademark: system has many merits

as stated in'paiagx;aph 3 above" butthe.system aLso involves

various problems.

The following shows such problell\s.

1) Increase in unused trademarks

"LON" files application for a new trademark 11SUPERLON II , such

new "SUPERLON" will be registered as an associated trademark
of uLON" because both are considered similar trademarks (as

the word "SUPER" represents quality of goods, the distinctive

part of "SUPERLON" is considered to be ULON"). However, in

2) Complexity of examination practice

Examination of applications for associated trademarks

.needs a search for.other trademarks to be associated. This
makes the examination practice co~plicated and troublesome

and thereby·delaythe examination.

Rvst~m,involves other problem

Renewal of a trademark requires a condition that the

trademark is being,used. However, an associated trademark

may be renewed if any other associated,trademark is being

used, as stated above. This makes maintenance of rights easy

and is adyantageous to the trademark'owner. Howev~r,'it

sirnuTtanebuslymakes the nwnber,'ofunused trademarks incre:ag.e.

This is against the purpose of the Trademark Law intending to
liquidate empty rights and'has resulted in narrowing the

scope of selecting trademarks left to third parties.

In -.particular, when a trademark"co~si5ting of' "il house

mark and a character mark is registered as an. associated
trademark of,a trademark composed of the house mark only,
it is possible to renew the associated trademark if the
house mark is being used even when the character mark is not

being used. This produces' grounds for a criticism that the

associated trademark system is abused as a technique for

maintaining unused trademarks.

~) Problem of kicking-out

The associated trademark
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chf.s case 'if any other' person owns a registered .tr-adernaz-k

"SUPERLONII'~the new ·"SUPERLON",wiI1,be rejected by reason of

similarity·with nSUPERLON". This-,:is because such associated

tradeIllarkmay be registered only in the case that it will not

conflict with any rights of other persons.

On the other hand, the other personwhb owns the

registered trademark IISUPERLON" will be rejected if he files

appLd.ca't.Lon for a new trademark "sUPER£oN'1I by tea~bn of its

similarity with II LON II •

Thus, both the parties cannot obtain registration of the

trademark "SUPERLON" within the scope of similarity of their

respective 'own registered tradernarks~

5 a Consideration on·::'1:.h~":J~paneSe'-AssociatedTrade!Ina:rk' System

As stated above, the Japanese associated trademark system

has problems as well as merits. Therefore"we consider' it

important to make the best use of tfiecieritsarid to improve the

system to the possible extent on the ba~is bf our proper

recognition of the problems.

From this point ()f,~,-y;e\:/, \'1e:,collsider the points t.o be

improved with resp~cttothesystem, as,follows:

1) Increase in unused trademarks

It is said the associated trademark system-has caused a

problem of increase Ln unusedttr-adema.r.ks, But such a trade­

mark-a.s an" enterprise files an"appTication for associated

trademarks is"ah'iinpbrtantt:radema'rk' to' .the 'enterpris-e:, so

it:: is "natural' tha:t the enterprise wants-to secure. a 'right to

use the 'trademarks' similar 'to i·ts own, r'egister'ed trademark

arid iritends to exclude other persons' from using not' only the

'registered-- trademark 'buta'lso'simila.:r trademarks. Thus, we

cdrisiderit' somewhat unavoidable that unused ,trademarks

increa-se.--

However, in case of renewal a tl~aclelna:rk cont:ai.ni.ng

both ofa house l1\ark arid a character mark, it is highly
probable that the associated tradel1\arksystem would, be used

as:;a -technique' for' in'aiiitairiing' 'unused' trademarks-. -'In

';addit'l.on,- a-s" there,'existsnd'>'connection between the: ,>hous'e

185
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mark and ,the character mark,' unused-trademarks coul¢! increase

particularly. It will presumablyreslllt in n"rrowing,the
scope of '. selecting, trademarks left to third parties. To
501ve this problem, in case of renewal of' such :t;.rademark

containing both the:house mark and the character:mark, act~al

use of the trademark containing both the marks should be made

? requisite f9~_renewing irrespective of existe~ce of any

other assoc~ated trademarks.

2) Associated trademark applications

'l'here.are.many trademarks which have several tens to
more than one hundred trademar1:cs'.haviIlg p.ssociation z e La t Lon-:

ship with the trademarks inqllestion. :These trademarks having

such as"ociation relationship ~re.bro~<lly classified intp the
following seven groups:

CD sounds are: simi~c3.J:';

@ Appearances are s.:i.milp.r;

Q) Trademarks are the same and clE!s.ignai:.e~ 9()ods ~re simila,r;,.i

QD Sounds are the same but characters ,are different in kind

CD To the characters with the same sounds other factor

(device or UIlregisterablecharacters) be added;
QD Trademarks containing the same house mark; and

(J) Others.

Among the foregoing, what is originally intended to be
covered by_ the associatedtrad~mark:,syste:m: i.~,considered_@,

@and @. . ® is. attributabl.e to. the specia1c;irc.umstance
in J,apan that we have.. four, ki.nds Of, c;haracters to express one

same''-sound"that'is,' -hiragana" katiakana , kanji' and ,r.omaji.as

exp,lained above, and i-n .:addi.tLon , under. the.pre:,serlt .-p:r:ac:l;i,ge,

use of the_ differentchClrac:t,e:r:s~.Jrom.,:the+:,egiste:r:ed,traqe:mark

cannot be recognized al;i,tlse: of-tpe-registeJ:'.e,cl t:raclem~rkeven

if the .sound is the same. ® .and @ arec"l1sidered t" be
derived from the examination standards for associated"

Accprdingly,as for "ssociated trademarksbelonging.,o
® to@,the.actual s,ateof regist):"ation should be "nalyzed

and studied. On. the basis. of suoh "nal,ys,is, and study, .the
examfnat.Lon "sta,Ildards,should:.be.reviewec1_ We: consider..this



P. 14

approach may greatly rationaliz~ the number of associated

trademark<?pplica~ions~ Co~cretely, for example, the scope

of right to use a trademark could be expanded to the

characters eXPfessi.~~:'th~"~~me sound -(in hiragana,'katakani;i,

kanji and rornaji). The proposed expansion would bring no

disadvantage to third 'parties because 'their sounds are the

same and could resolve the below-mentioned problem of
kicking-out.

It is considered the review of the examination standards

will improve complexity of examination.and thereby weaken the

problem of delay of examination.

3) The problem of kicking-out

TI1~prob.l.em of kicking-out has different aspects depend­

ing on the standpoints of two sides of people who are illvolved

in the problem, i.e. the side of applicants for associated

trademarks and the side of trademark owners who kick out such

applications. In--other- words owner s-wouLd consider it

favorable-that' assdciatedtradernark:applications be rejected,
on the otherharid, app.Li.cantisvcons Lderr such -rejection

unfavorable. However, tobegiilwith, the, -Trademark Law

'excludes other persons,from<using and registering trademarks

fallirigwithin the scope of the owner's (Sec. 25; Sec. 37,

Item I), and thus the' problem elf .kLck i.nq-eout; is considered

unavoidable.
. '. . ~

However, it is considered that registration of- any

as socLatied trademark of which the ',sound and the meaning are

the same withthClseof his Clwn 'registered'trademark but is

expressed in characters of different kinds should be allowed,

even if the probiemof'kicking-out may occur. Since such

case would not infringe upon roe.her; person':s :r:Jghts, rejection

of registration will be too severe to the trademark owner.

trademark:" system

There is an opinion" that, tihe-'''cissociated trademark'system

should be discontinued, on the groUllds thatQ;) ,the $yst",m

protects trademark rights more ex~essivelythan necessary and

deprives other persons of freedom of selecting trademarks and
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that CD it uselessly makes examination and registration

practice troublesome 'and complicatedi as'-statediabove.

~owever, the. associated tra~e~~rk~y~tem is ?opularly

used and the discontinuance would probably give rise to
disorder in the industrial world. Thus~ w~ consider it

should not be discontinued.

It is, in our opinion, necessary to revise the ~aw~p~

r~view the ex~mination stan4ards from the aforesaid point of

view to solve the problems.

5) Changes in standards for similarity'

Standards for examination::'of -s.imi:lCirity of trademarks

and gopds ~~e not fixed onesrbut v~~Y,w~th the times. Then,

associated trademarks judged simil.a;- to _, a certc:lin trademark

several years ago may thereafter be judged not similar.

However, under: the .. Japanese Trademark Law I once,' a

trademark is registered as.ien a.ssociate:=q.{,.-;trl3.dem~~k, th§!

aaeocd.at.Lon relationship, Ls -nct; dissolveCl:E!velf.,when .tl1~

trademark is therec3.fter judged n01: similar; .acoo.rdLnq to the

change ofstanda,rd!3, ,and, thus, though th~:;associ?t~9n

.:t"e1ationship becomesincon;;istemt,·as 1:~rne,:goes'l:JY t.he trade­

mark rights in·associated,traderna,I:'ks iscol1til1uousJ,y,prohi­

bited tO,be transferred s~pal:"atoely.Tocope",iththis
situation, changes should be made in the old association

relationships according to the. new standards for similarity.

Incidentally t:inSingapore ",aI1'd Australia ,.associa t.Lon

relationship may be created or dissolved bY,registrars as
explain~d above.

6. Points·tobe noticed in Filing Trademark Applications
In Japan from the United 'States

The foregoing has explained the Japanese associated

noticed in practically filing applications 'for associated

-trademarks inJ"pan frqm the Unii::~d States.

1) Point>; to be noticedih filing application

InJ~pan, there are four kind$ of characters as

mentioned above. In filing a trademark application for
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registration in Japan from the United States, it<:is nece'ssary

to confirm as to which kind of characters the applicant will

pO'isibly use in Japan.

It is recommendable to f i Le an associated trademark· of
Japanese'>transliterat'ion of a foreign .... language wo r'd , Because

the· trademark owner'will not be entitled touse.exclusively

the trademark consisting of other characters than those. for

the registered trademark even their sounds are the same,

under the present system. The applicant must separately file

another application for an associated t~ademark consisting of

said characters to be used actually.

2) Points to be noticed in renewal or trial for cancellation

As stated above, easiness of maintaining associated

trademark 'rights is counted as one of the merits of the

Japanese associated trademark system. However, effective

use of" the merit is limited to renewal of a registered

trademark only in the case that the associated trademarks

with respect to the registered trademark to be renewed are

used on the same designated goods as those of the registered

trademark. For example, in case of renewal of a registered"

trademark "ABeD" (designated goods: TV) which is not used

actually but the owner wants to renew, when there exists

another registered trademark "ABCT II (designated goods: radio

and TV) which is associated with "ABCD", "ABCD" may be renewed

only when use of ".ABCT II for TV in designated goods can be

proved. Inoth~r words, "ABCD" may not be renewed by. the

proof that ltABCT" is used only for radio.

Thus, if the applicant wants registration of the renewal

by means of proving the use of the associated trademark, it is

necessary to confirm whethere the goods for which the asso­

ciated trademark is actually used are included in the

designated goods of the to be renewed ......... .
This is similar in case of proving use of registered

trademarks by the actual use of associated trademarks thereof

when a trial for cancellation due to non-use of the registered

trademark is requested.
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7, . Conclusion·

As stated hereiri'-' above, since the japanese assocLaced
trademark system has vazLous merits, it is possible'· to-develop
trademark strategy effectively by making the best use of the
aystem , On"the 9ther:;,hand, as the' system: has some prqblems,

it is necessary :to''''prbperly, -use the.' system upon. recogni-t;ion-of

the problems.
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U.S. ANTlTRUST,GUIDELINES,FOR INTERNATIONAL LlCENSING

PlPA CONFERENQE, TUCSON, ARIZONA

OCTOBER 4-6,1989

RICHARD E.,BRINK

THE U1S. ANTITRUST ~AWS ARE THE LEGAL EMBODIMENT OF OUR

NATION'S COMMITMENT TO A FREE MARKET ECONOMY. 'WE BELIEVE THAT THE

COMPETITIVE PROCESS ENSURES THE MOST EFFICIENT ALLOCATION OF OUR

RESOURCES AND MAXIMIZES CONSUMER WELFARE. THE U.S. DEPARTMENT OF

JUSTICE ("THE DEPARTMENT"), WHICH IS RESPONSIBLE FOR ENFORCING

THESE LAWS; FOCUSES ITS RESOURCES ON PROTECTING,U.S. CONSUMERS

FROM ANTICOMPETHIVE,CONDUCT,' To DO SO, IT IS SOMETIMES NECESSARY

TO REACHcFQREIGN DEFENDANTSAND,CONDuCT,THAT ARGUABLY OCCURS

OUTSIDE THETERRITORIAL,LIMITS'·OF THE UNITED STATES~

CONSIDERATIONSOFdNTERNATIONAL COMITY MAY, OF COURSE, REQUIRE THE

DEPARTMENT, TO CONS.IDER THE INTERESTS OF'QTHERNATIQNSTHAT MAy

ALSO HAYE,JURISDICTION·OVER INTERNATI.ONAL C,ONDUCT IN .DETERMINING·

WHETHER TO CHALLENGE TH,AT COND,UCT.

TH IS PAPER., WILL PRESENT SEVERA,L HYPOTHETI C,AL SJTUATI ON,S

THAT MIGHT ARISE F,ROM"WTERNATIONALLICENSING PROG,RAMS AND DISCUSS

HOW THE DEPARTMENT WOULD PROBABLY VIEW THEM. IN DOING SO, HEAVY

RELIANCE HAS BEEN PLACED ON THE NOVEMBER 10, 1988 GUIDELINES

PUBUSHEDBY THEU.,S.,DEPARTMENT OF JUSTICE, A COPY OF WHICH

ANTITRUST & TRADE REGULATION, REPORT,(VOL. 55, No. 13.91),AVAI,LABLE
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FROM THE BUREAU OFNATibNAL AFFAIRS, INC., WASHINGTON, D.C. 20037.

PLEASE REALIZE THAT 'THE SITUATIONS DISCUSSED ARE ONLY

HYPOTHETICAL, AND THAT SPECIFIC SITUATIONS MAY REQUIRE BOTH LEGAL

ADVICE AND SOUND BUSINESS JUDGMENT.

BECAUSE THE DEPARTMENT TENDS TO REGARD ITS ANALYSIS OF

JOINT VtNTU~E AGRtEMENT.cAS THtMODEL FOR ANALYZING ALL

INTELLtCTUALPROPERTY AGREEMENTS, THE F1RSTCASE CONS1DERED W1LL

BEA JOINT VENTURE.

1. R&D JO!NTVENTURE. THREtOFTHE LA~GEST PRODUCERS OF

X~METAL 'IN THE UNITED STATES, WHICH COLLECTIVELY SUPPL.y 50%iOF

DOMESTiclcoNsUMPTION OF X~METAL.; HAVE"ENTERtD INTO AN AGREEMENT

WITH BETA CORPo~AT10N, A BR1T1S~ COMPANf THAT IS ONE OF THE

LARGESTPRODUdRS OF X-METAL !NT~EEEC. NoNE OF THE PARTIES

SELLS ANY PRODUCT OTHtR' THAN X"METAL.. BETA cURRtNTLY sUPPC! ES 10,%

OFTH'E X~MtTALCONSUMED IN'THE UNITED STATES;' X~OREIS CURRENTLY

THE ONLY SOURCE OF X-METAL THE PARTIE. PLAN TO ENGAGE IN JOINT

R&D TO PRODUCE X-METAL FROM CERTAIN SHALES LOCATED THROUGHOUT THE

WORLD. EACH OF THE pARTIES, AswtL.L.A. SEVERAL OTHER X'-METAL

PRODUCERS, I S INDEPENDENTLY ENGAGED I NLAB'ORATORY RESe'ARCH

ACTI V I TI ES.

THE PARTIES WILL FORM'ABRIT1SH COMPANY TO CONDUCT THE

,

ACTIVITIES DEVOTED'rOPRODUCINGX-METAL FROMSHALE'IW1LL BE CARRIED

OUT BY THE NEW COMPANY. EACH PARTY WILL PROVIDE PAST AND

PROJECTED COSTS OF PRODUCING X-METAL FROM X-ORE.

194



THE NEW BRITI.SH COMPANYW.ILL SEEK TO .OBTAINPATENTS ON

ANY NEW' PROCESS I TDEVELOPS, ITWI LL .GRANT TO THE,'U •• S. JO.I NT

VENTlJilE PARTNERS, BUT TO .NO ONE ELSE, LICENSES TO. ALL.·PATENT

RIGHTS AND KNOW~HOW.IN· ·NORTH. AMERICA.. BETA WILL BE.GJVEN SIMJLAR

RIGHTS IN THE U;K., OTHER EEC COUNTRJES', ,ANDAL.L BRITISH

COMMONWEALTH COUNTRIES EXCEPT CANADA. BETA ALSO AGREES NOT TO

SELLeX-ijETAL PRODUCED 'BY THIS TECHNOLOGY IN NQRTHcAMERICA.

IN ANALYZINGTHEcPQSSIBLE ANT!TRUST.CONSEQ~ENCE:>OF THIS

AGREEMENT, THECDEPARTMENTWOULDUTILI;E A 4"STEP PROCESS, VIZ.,

A. DOES THE JOINT VENTURE OR ANY OF ITS,RESTRAINTS

RESTRICT THE INDEPENDENT DECISION MAKING OF THE

PARTIES WITH RESPE.CTTQ PRI.CE QR.OUrpUT?

B. Is THERE .L1KELY TO B.E ANANTI.COMPETITIVE EFFECT IN

OTHER MARKETS IN WHICH THE JOINT. VENT~RERS ARE AqU!\L

OR POTENTI AL COMPET ITORS?

·C. ARE 'THERE VERTI.CAL NQNPRI.CEREST.RAINTS.THAT WOULD

L I KELY:HAVE ANY, ANT! COMPETITIVE EFFECTS?

D. I FTHE. JOJNT VENTURE'WOUL DP ROBABLYHAVESJ G.NIFI CANT

ANTI COMPETITJVE. EFF ECTS,ARE THES.EEFF ECTS , .•WHEN

EFFICIENCY BENEFITS?
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I NAPpL'{INGTHlsscH EMEOF ANALYSIS TO THE sHCTF I C'F ACT

SITUATION, THEDEPARTMENTWOULDFI RsT DEFINE THE RELEVANT R&D

MARKET AND' IDENTIFY THE FIRMS THAT C'OMPETE IN THAT ,MARKET; ',h I.S

S r'G'NHICAth THAT SUCHF IRMS WOULD NOT HAVE'TO BECOMPH !TORS IN

PRODUCING OR SELLING"X"METAL, NOR WO'ULD THEY NECESSARILY BE ABLE

TO SELL THEIRflRODUCTS IN 'THE UNITED STATES. As A RULE OPTHUMB,

THE DEPARi~E~fCIE0{EijES AN 'AWTlcOMP.TITIVE'EFFECT IN AN R&D MARKET

IS UNLIKELY WHERE THERE ARE AT LEAST FOUR OTHER COMPARABLE R&D

SUCH EFFORTS; IN APPROPRIATE CIRCUMSTANCES.) HOWEVER, A JOINT

VENTURE THAT INCLUDED ALL OF THE COMPETITORS IN AN R&D MARKET

MIGHT BE NECESSARY:

NEXT THE"DE'PARTMENT WOULD ANALHE OTHER MARKETS IN WH I CH

COMPETITION AMONG THE JOINT VENTURE MEMBERS MIGHT BE RESTRICTED.

IN THIS CASE BETA'S AGREEMENT NOt To SELL INTHE U.S. X-METAL

P'RODUCED FROM SHALE ANDTHE"PART·IES" :AGREEMENT TO PROVIDE COST

DATA WOULD BE CONSIDERED. THE AGREEMENT WOULD BE: SCRUTINIZED TO

SEE IF IT WERE MERELY A DISGUISE OF A NAKED AGREEMENT TO RESTRICT

COMPETITION IN THE' SALE OF X-METAL. AS'SUMINGTHAT THE ,DEPARTMENT

WAS SATISFIED THAT THE'A'GR'.EMENT WAS NOT A MERE.SHAM, IT WOULD

SEEK TO DETERMINE THE LIKELY COMPETITIVE EFFECTS OF THE LICENSE

RESTR l'cfI ONSINTHEREI..EVANT X-METAi..MARKET , FOCUSING ,ON THE

ELI MIW'AT'I ON OF THE COMPETITION THAT WOULD HAVE'OCCURRED IN THAT
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EFF ECTOF BETA' S,EX IT I NG THE MARK ET WOULD, BE CON,S IDE'RED• THE

AGREEMENT WOULD BE REV 1EWED, TO,S EE ;THALTHEREWAS, ADEQUATE MEANS

TO PREVENT EACH OF THE PARTNERS,;,FROMBECOMING P,RIVYTOTHE OTHERS'

COS,T DATA, ,WHICHMLGHT POSE A SIGNIFICANT RISK OFANTICOMPETITIYE

SPILLOVER.

IF,AFTERCAPPLYING THE FIRST THREE STEPS OF THIS

ANALYSIS, IT APPEARED THAT NOANTICOMPETIT.IVE EFFECTS WERE LIKELY,

THE JOINT VENTURE WOULD NOT BE CHALLENGED. IF) ON THE OTHER,HAND,

THE POSSIBIUTYOF',ANTICOMPETITIVEEFFECTS WERE DETECTED, THE

DEPARTMENT WOULD STILL NOT AUTOMATICALLy CONDEMN,THE JOINT VENTURE

IFcSUCH ANITCOMPETITIVE EFFECTS:WERE OUTWEIGHED BY PROCOMPETITIVE

EFFECTS. EXEMPLARy,pROCOMPETITVE EFFECTS,INCLUDE THE DEVELOPMENT,

OF NEW TECHNOLOGIES' PRODUCTS AND PROCESSES THATjWOULDOTHERI'{ISE

NOT BE AVAILABLE AND THAT ,COULD SUBSTANTIALLY IMPROVE THE

EFFICIENCYOF,FIRMS,SERVING U.S. CONSUMERS. THE GREATER' THE COST

OF R&D RELATIVE TO A SINGLE FIRM'S BUDGETARY LIMITS, THE GREATER,

THE LIKELIHOOD OF SUCH PROCOMPETITIVE BENEFITS.

RESTRICTLNG THE VENTURERS' ABJLITy TO ENGAGE I.N

COMPETING R&D MAY BE'REASONABLY NECESSARY T9 AVO;ID'THE THREAT THAT

A VENTURE MEMB,ER, WOULD f'FREERI DE",ON THE VENTURER$! EffORTS,. THE

LlCENSERESTRICT'IONS COULD,ALSO INCREASE, EFFICIENCY BY MAXIMIZING

THE INCENTIVl' TO, IN,VEST IN THE JOI.NT R&D IN; THE FIRS/I". PL.ACE.,.,
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2. VERTICAL. RESTRAINTS* IN A PATENT LICENSE. AuTOGLASS

CORPORATioN lSA l..EADlNGMANUFACTURER OF WINDSHIELD AND OTHER

AUTOMOBILE Gl..ASS,WHICH IT SELLS THROUGHOUT THE WORLD. IT HAs

INVENTED A 'NEWSCRATCH-RESlSTANT TRANSPARENT COATING (AGPLEX) FOR

SUCH GLASS AND PATENTED IT THROUGHOUT THE WORLD. AUTOGLASS HAS

GRANTED AMER-EYE (ONE OF SEVERAL U.S. SAFETY EYEGLASS

MANUFACTURERS)LAN-EicLUSIV! FIELb-OF~USE LICENSE UNDER ITS U.S.

PATENT. THE LICENSE FORBIDSAMER~EYEFROMMAKINGliND SELLING

SAFETY EYEGLASSES COATED WITH ANY OTHER MATERIAL. AMER-EvE MAY

CONTINu! TO MAKE AND SELL. UNcoAT!D EYEGl..ASSESANVWHERE IN THE

WORLD, PAVING ROYALTY BASED ON ITS TOTAL UNIT SALES OF SAFETY

EYEGLASSES,COATED AND UNCOATED. AuroGLASs GRANTS BRIT I SH OPT! CS

AN EXCLUSIVE LICENSE TO MAKE AND SEl..L AGPLEX~COATEDSAFETY GLASSES

THROUGHOUT THEEEC ROYALTY,PROVISIoNS BElNGPARALLEL TO THOSE' 1N

THE AMER-EY! L'It!NsE. BRITISH OPTICS) WHICHsUPPL1ES 5%'oF THE-

U.S~ SA~!TY !VEtLASS~S, WAS~DENIED A LICENSE UNDER THEU~S~

PATENT.

*EXPRESSE'D' SIMPLY, VERT! CAL RESTRAl NTS ARISE IN AGREEMENTS BETWEEN

A'MANUFACtURER AND II WHOLESALER'OR RETAILER, E.G., WHERE THE

I..ATTERAGREES TO S!LL ONLY IN CERtAIN GEOGRAPHICAL AREAS (JR ONLY

TO sPEtIF!c CUSTOMERS. I N CONTRAST; HORI ZONTACR!STRAI NTS ARISE

WHEN Dl RECT COMPETITORS AGREE TO DIVTDEA MARKET ALONG
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IN CONSIDERING THIS FACT SITUATION, THE DEPARTMENT WOULD

FIRST CONCLUDE THAT THE LICENSES:CONVEYED PROPERTY OF SIGNIFICANT

VALUE AND WERE NOT MERE SHAMS. THE DEPARTMENT MOULD NEXT QUICKLY

DETERMINE THAT THE LICENSES DID NOT RESTRICT HORIZONTAL

COMPETITION BETWEEN AUTOGLASS AND ITS LICENSEES. SINCE NEITHER

AMER~EYE NOR BRITISH OPTICS IS UNIQUELY ABLE TO DEVELOP

COMPETITIVE COATING 'TECHNOLOGY, THE LICENSES WOULD NOT ACT TO

DISCOURAGE THEM FROM DOING SO; OTHER PERSONS WOULD, OF COURSE, BE

FREE TO DO SO;

WITH RESPECT TO OTHER MARKETS, AUTOGLASS DOES NOT

COMPETE WITH EITHER AMER~EYE OR,BRJTISH OpTICS, THE LOSS OF

POTENTIAL COMPETITION FROM, AUTOGLASS IN THE SAFETY EY,EGLASS MARKET

WOULD BE CONS I DERED UNI MPORTANT, THERE BEd NG 'NO d ND'I CATI ON THAT'

AUTOGLASS W'oULD ENTER THIS MARKETINTHE ABSENCE OF THELIHNS.ES.

"

,;THE 'LICENSES DO NOT EXCLUDE N.EWTECHNOLOGI ES THAT WOUL,D

No VERTICAL RESTRAINT PROBLEMS ARE ,S.EEN. TH.ERE"BEING NO

SUBST ITUTE 'FOR AGPLEX,VERTI CAL LICENSE RESTRI CTIONS WOUL,D ,NOT

FAc IL ITATE COLLUS rON AMONG COMPET ING TECHNOLOGd'ES. THE ,GRANT OF

THE EXCLUSIVE LICENSE TO AMER-EYE WOULD NEITHER ENABLE' AUIoGLASS

TO HELP POLICE A CARTEL AMONG AMER-EYE AND OTHER SAFETY EYEGLASS

MANUFACTURERS NOR MAKE :IT EASIER FOR THEWTO REACHAG,REMENT.

EFFECT'ON THE, 'ABIVITY OF MANUFACTURERSOF,NON~COATEDEYEGLAS,SESTO

COMPETE :
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THE REQUIREMENT THAT THE LICENSEES NOT USE COMPET(NG

TECHNOLOGIES TO COAT SAFETY EYEGLASSES SHOULD GIVE THEM ,A STRONG

INCENTIVE TO DEVELOP THE AUTOGLASi TECHNOLOGY AND MARKET iT

AGGRESSIVELY;

THEDEPARTMENTJiS'USUALLY NOT CONCERNED"WITHROYALTIES

OR THE BAS"IS ON WHICH THEY ARE MEASURED, REASONING THAT LICENSEES

WILL PAY FOR LICENSED TECHNOLOGY NO MORE THAN THEY THINKJTiS.

WORTH. ROYALTY BASED ON BOTH COATED AND UNCOATED EYEGLAS·SES MAY

BE SIMPLER FOR THE LICENSEES TO CALCULATE.

3; ExCLUSIVE PATENT CROSS LICENSES WITH GRANTBACKS.

SIGMA CORPORATION, A U.S. FIRM, IS THE SECOND LARGEST SELLER OF

PRODUCT X IN THE UNITED STATES. ZETA CORPORATION,A JAPANESE

FIRM, IS THE LARGEST SELLER OF X IN JAPAN. SIGMA AND LETA EACH

POSSESS BOTH U.S. AND JAPANESE PROCESS PATENTS COVERING CERTAIN

TECHNOLOGIES THEY USE IN MANUFACTURING X. ZETA DOES NOT SELL

SIGNIFICANT AMOUNTS OF X IN THE U.S., AND SIGMA DOES NOT CURRENTLY

SELL SIGNIFICANT AMOUNTS OF X IN JAPAN. NEITHER· COMPANY PRODUCES

ANY P"ROIJUCTDTHER' THAW X.

·SIGMAAGREES TO GRANT TO ZETA THE EXCLUSIVE RIGHT TO

PRACTICE SIGMA'S JAPANESE PATENTS, AND ZETA AGREES TO GRANT TO

SIGMA THE EXCLUSIVE RIGHT TO PRACTICE ZETA'SU."S·.;PATENTS. IF

TO ASsIGN THE U.S; RIGHTS TO SIGMA; SIMILARLY, IF" SIGMA MAKES

PATENTED IMPROVEMENTS ON ZETA'S TECHNOLOGY, IT AGREES TO ASSIGN

THE JAPANESE RIGHTS TO ZETA. IT IS FURTHER AGREED THAT IF EITHER
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MAKES AN IMPROVEMENT ON ITS OWN TECHNO.LOGY., IT WILL GRANT AN

EXCLUSIVE LICENSE TO THE OTHER PARTY TOPRACT.ICETHE IMPROVEMENTS

I N THAT PARTY' 5 HOME COUNTRY.. FINALLY, THE PARTI as M.REE NOT TO

SELL X MADE WITH LICENSED TECHNOLOGY IN THE OTHER'S HOME COUNTRY.

GENERALLY SPEAKING, CROSS LICENSES ARE CONSIDERED PRO-

RATHER THAN ANTI~COMPETITIVE. ASSUMING THE PRESENT AGREEMENT IS

NOT A SHAM, THE DEPARTMENT ~OULP FOLLOW THE LINE OF REASONING USED

IN THE PRECEDING CASES.

FIRST, THE DEPARTMENT WOULD DEFINE THE RELEVANT MARKET

IN WHICH THE TECHNOLOGIES OF SIGMA AND ZETA COMPETE AND IDENTIFY

ALL OTHER TECHNOLOGIES THAT ARE FUNCTIONAL SUBSTITUTES FOR

PRODUClftG X OR REASONABLE SUBSTITUTES FOR X. MARKET SHARES WPULD

THEN BE ASSIGNED TO THESE TECHNOLOGIES. AN ACQUISITION BY SIGMA

OF ZETA'S TECHNOLOGY MIGHT BE ANTICOMPETITIVEJF THERE W.ERE ONLY A

VERY .FEW CLOSE. SUBSTITUTES FOR. THAT TECHNOLOGY. IF SO, THE

L I CENS I NG SCHEME WOULD BE .REVI EWED AS TO WHETHER I T WOULD CREATE,.

ENHANCE, OR FACILITATE THE EXERCISE OF MARKET POWER. THE

POSS.IBILHY OF COMPETING TECHNOLOGI.ES' ARISINGWlTHIN TH,ENEXT TWO

YEARS WOULD BE CONSIDERED.

NEXT THE DEPARTMENT WOULD CONSI D.ER WHETHERELIM I NAT I NG

ACTUAL OR POTENTIALCOMPETlTION BY ZETA IN THE. SALE OF X IN. THE
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THE EXISTENCE OF VERTICAL RESTRAINTS (THE FACILITATING

OF COLLUSION OR THE EXCLUSION OF COM~ETITORS) WOULD HAVE BEEN

DETECTED IN ONE OF THE PRECEDING STEPS.

THE GRANTBACK FEATURES HERE APPEAR TO BE PROCOMPETITIVE,

ENABLING THE F'AhNTEE TO AVOID HAVING ITS TECHNOLOGY OBSOLETED AND

BEING BARRED FROM USING THE NEW TECHNOLOGY. THE SAME IS TRUE OF

THE AGREEMENT BY THE LIt~NSbRTOCONVEY THE R1GHTS TO FUTURE

IMPROVEMENTS.

4. KNOW-How TECHNOLOGyTRANSI'ER AGREEMENT WITH SPECIFIC

TERRITORIES. GAMMA CORPORATION. IS A SMIILLMASSACHUSETTS

CORPORATIoN POSSESS I NG VALUABLE UNPATENTED KNOW-HOW THAT IT USES

TO PRODUCE PRODUCTX. GAMMA PROPOSES TO ENTER INTO A 20-YEAR

TECHNOLOGY TRANSFER AGREEMENT WITH DELTA CORPORATION, A

WELL"-I'INANCED iMULTINATIONAL!GERMAN FIRM, UNDER WHICH GAMMA W1LL

CONVEY ITS KNOW-HOW TO DELTA. DELTA DOES NOT CURRENTLY PRODUCE X,

BUT IT DOES PRODUCE CLOSELY RELATED PRODUCTS AND WOULD LIKE TO

SELL X INTHE EEC. DELTA WILL AGREE NOT TO SELL X<INTHE U.S., NO

MATTER WHAT THE TECHNOLOGY USED TO PRODUCE IT, DURING THE TERM OF'

THE AGREEMENT.

GAMMA IS NEGOTIAIING A SIMILAR AGREEMENT WITH EpSILON

CORPORATI ON,A LARGEJApANE"SE CONGLOMERATE'THATCURRENTL Y PRODUCES

OF THEJAPANES~ MARKET. EpSILON, WHICH BELIEVES THAT GAMMA'S

TECHNOLOGYW I LLINCREASE ITS EFF I CI ENCY AND IMPROVFTHE QUALITY OF

X IT PRODUCES, INSISTS THAT DELTA BE BARRED FROM SELLING X IN
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JAPAN/'AuSTRA't.,IA,' AND EAST ASIA, NO MATTER WHAT THE TECHNOLOGY

USED TO PRODUCE IT.

HERE THE DEPARTMENT WOULD FlRST'HAVETOESTABL]SHTHAT

THE KNOW-HOW IS OF NONTRIVIAL ECONOMIC VALUE; OTHERWISE THE

AGREEMENT MIGHT BE MERELY A SHAM INTENDED TO RESTRICT OUTPUT AND

RAISE THE PRICE OF X.' ,Si"NCE [PSICONBEblEVESTHETECHNOLOGY WILL

IMPROVE ITS EFFIcIENCY; TIiENONTRIVIACITY I'S APPARENT.

THE EXCLUSION' OF Eps ILONFROM THE U• S • MARKETPLACE WOULD

P ROBABLV BECONS I DEREDArH I COMPETIT I VE IF, THERE l'iERENo MORE THAN

ONE OTHERSUPPUER'OF Xi I'T ,WOULD PROBABLyCNOT, BE SO CONS I DERED I'F

THERE WERE NUMEROUS sUPPb!ERS. 'SI'NCEEpSILON'SOWNTECHNOLOGY

ApPEARSCTO BE DISTINCTLY INFERIOR; THE EXCLUsioN WOULD PRESUMABLY

NOT BE ANTICOMPETITIVE. THE TERRITORIAL RESTRICTION ON

COMPETITION BETWEEN DELTA AND EpSILON WOULD NOT APPEAR TO HAVE ANY

DIRECT, SUBSTANTIAL; OR,REASoNABLY FORESEEABLE EFFECT oW U.S.

COMMERCE AND WOULD 'THEREFORE NOT BE ANy CONCERW OF THE U.S.

ANTITRIJSTLAiis.

A COilSiDERAtloN OF'VERTIcAL 'RESTRAINTS WOULD APPARENTLY

SHOW THAT ANY THREAt OF CoLLus'ION WOULD HAVE' BEEN' DETECTED IN"

PREVIOUS STEPS OF ANALYSIS. PROHIBITING DELTA AND EpSILON FROM

SELLING X IN THE U.S. WOULD NOT SEEM TO RESULT I'N, THE

APPARENTLY BEING AVAILABLE.
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ASBEFORE,OFFSETT I NG EFF I CIENCY .,WOU.LD BE CONSIDERED

ONLY IF THE PRECEDING STEPS HAD SHOWN AN ANTICOMPETITIYEEFFECT.

HERE, RESTRICTING U.S. SALES OF X BY EpSILON WOULD ENCOURAGE GAMMA

TOT.RANSFER " I TS 'TECHNOLOGY,WHI CH' IT WAS UNDE.R NO OBL,IGATI ON TO

DO.

5,. ANTICOMPETITVE USE OF SECTlON337;.KAPPA

CORPORATION, AcMAJOR U~S. CHEMICAL COMPANY ISCTHE)&QLE U.S.

PRODUCER OF PRODUCT X, AN ARTIFICIAL FIBER POSSESSING UNIQUE AND

VAL,UABLEP ROPERT IES. KAPPA OWNS AU.S, PROQESSPATENTCOVER I NG

ITS TECHNOLOGY 'POR PRODUCINGX. LAMBDA, A SMALL liAlIAN S~ECIALTY

CHEM IQAL pRODUCER, HAS. DEVELOPED AN'EW, :LESS EXPE:NS WE PROCESS OF

MAK I NGX,;, . LAMBDA'S NEw pROQES.S,WILL pERMIT IT TO SELL X

PROFITABLY IN :THE U.S;,ATA,PRICE.,LOWER THAN KAPPA CAN PROFITABLY

OFFER.

WORRIED-THAT3LAMBDA'S IMPORTS W~LL)SIGNIFIQANTLY

THREATEN KAPPA'SU.Si SALES Of Xi KAPPAFILEs:.AN AQTIONcUNDE83

SECTION 337* OF THE 1930 TARIFF ACT TO PROHIBIT THEI~gORTATION Of

LAMBDA'S X INTO THE U.S., ALLEGING THAT LAMBDA'S PROCESS IS

COVERED,BYKA~PA~S U~S~ p80CESS)PATE:NTi KAPPA~S, TE:CH~I~AL STAFF

HAS ADVISEDMANAGE:MENTTHAT LAMBDA/SPROQESS IS,QONSIDERABLX'

204

-,



ATTEMPT1NGTO COMPETE.

205

;<

DIFFERENT FROM, AND OUTSIDE THE SCOPE OF KAPPA'S PATENT.

MANAGEMENT NEVERTHELESS. FILES THE ,ACTION, HOP.I.NG,THAT IT WILL

THEREBY DETER LAMBDA, AND PERHAPS ULTIMATELY OTHERS, FROM
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lR KAPPA HAD A REASONABLE BAS1S~FOR.BELIEVING ITS

PROCESS, PATENT COVE.RED ~AMBDA:SPROCES~, FIll NG THE SECTI ON 337

ACTION WOULD NOT BE,ANTICOr'WE:rITIV~, IN CASES SIMI~AR.:rO THIS,

HOWEV.ER, THE ",e:rION HAS BEEN HE~D TO BE "",MERE SHAM TO COYER WHAT

IS ACTUALLY ~OTHING ~ORE.TH"'N,A"",:rTE~OPTTO,IN:rERFERE WITH.THE

BUSI.NESS RELATIONS OF A COMPETITOR," AND MIGHT BE HELD TO.. VIOLATE

SECTION 2 OF THE SHERMAN ACT.

ANALYSIS,

SUMMARIZIN~~ :rH~ U.S, DEPAR:r~E~T OFeJUSTICE IS,CHi\RGED

W1TH ENRORC)NG,THE U.S~ A":rlTRMST~L"'WS. ALTHOU,H IT IS SO~~TI~~S

NECESSARY TO REACH FOREIGN DEFENDANTS, THE.. DEPARTMENTls NOT.. " . .. . .. " .. ' - ,." e, ._.... '", ',' ,,':....... .. ....• "'.~, .. :' ,.,' ,.. ', .... " _,", '," .... ", •.... ,;.... .. ....

,CONCERN~D WITH ANTI COMPETITIVE ACTIONS THAT DO NOT IMP"'CT,U.$.

CONSUMERS. I N CON~>lDE Rl NG" WH ETH ERA GI VENS IT\.!i\;rI ON, V! O~I\T~~ TH E

U.S, i\NTITR\.!S:r LI\W~, :rHE DEPAR:rMENT ROL~OWS ",NORDERLY,ME:rHOPOF



I.

ApPENDI x --'RELEVANT AtlTnRUST LAWS

THE SHERMAN ACT <15 U.S.C.A. §§l-7) Is THE CORNERSTONE

OF U.S. ANTITRUST LAW. SECTION 1 PROHIBITS CONTRACTS,

COMBINATIONS, AND2oNs~IRAi:iES "rN RESTRAINT'OF TRADE OR COMMERCE

AMONG ~THE SEVERAL STATES, OR WITI-iFOREIGN'NATlONS~" ~ SEcTlON2'

PROH I BITS MONOPoL..1 ZAT iON, ATTEM~TS TOMONO~OLl ZEi AND CONSPIRACIEs

TO""'ONd~dL..liE. ~"UNREASONABtE" IOLATIONS"MAvBEPROSECUTED As~

clvtt oRcRI~I.AL'O~~ENSES, DEPENDiNG'~oNTI-iE"NATijRE8~ THE
:'

vrOLATloN.

THE CLAYTON A£I (15 U.S.C.A. §§12-27) EXPANDS ON THE

SHERMANHACT. ~EcTroN 7 ~ROHiBITS A';MERiER OR ACQUISTT10N OF

STOCK oRcAssETS '''wI-iERE IN ANYtiNECO~ COM~ERtEOR IN ANY AcTIV'iTY'

AFFECTINi COMMERCE IN ANYSECTidN O~'THE'COUNTRy,CTI-IE E~F~clCOF

SUCH ~CdUISiTioN MAY BE SUBSTANTiA(Li TO L..ESSENCO~PEfITIbN~ oRlo

TEND TO CREATE'A MdNoPOd." SECTION3PROl-iIBITS LEASING dR

SEttI NGPRdDIJCTS FOR ijsE, CONSUMPTION; OR RESALEWITI-iIN'THE UNITED

STATES, OR FROM IN ANY WAY FIXING THE PRICE OF SUCH PRODUCTS, ONA

CONDITI~N, AGREEMENT, OR UNDERSTANDING THAT THE LESSEE OR

PURCHASER WILL NOT USE OR DEAL IN THE PRODUCTS OF ANY COMPETITOR

OF THE LESSOR OR SELLER IF THE EFFECT MAY BE "TO SUBSTANTIALLY

LESSEN COMPETITION OR TO TEND TO CREATE A MONOPOLY."
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u.

THE HART-Ston-RoDI NO ANT! TRUST IMP ROVEMENTS,AcT OF 1976

<1S U,S.CA. §§l2"ISc-lSG,16,18A, 26, Ji6, 1311-;1314;;

18 U.S.CA.,,§lSOS; 28U.S.C.A., §l4Q71;PRQvIDES THED;EPARTMENT ANp

THE FEDERAL )RADES;,COMMI SSION 0FTCJWHH SEV-ERAL P.ROCEDU.RAL

DEV I CES TO ,'FAC'Il:.;! TATE ENFORCEMENT ,0FrHE, ANTITRUST LAWS ,WI TH,'

RESPECT TO ANTI COMPETITVE MERGERS AND ACQU I SITI ONS. NOHHCAT! ON

OF THE DEPARTMENT AND THE FTC, AS WELL AS PRESCRIBED WAITING

PERIODS ARE PROVIDED FOR.

THE NATIONAL COOPERATIVE RESEARCH ACT OF 1984 (NCRA),

(IS U.S.C.A. §4301 ET SEQ) CLARIFIES APPLICATION OF THE U.S.

ANTITRUST LAWS TO JOINT RESEARCH AND DEVELOPMENT (R&D) ACTIVITIES.

THE WEBB-POMERENE A£I (IS U.S.C.A. §§61-6S) PROVIDES A

LIMITED ANTITRUST EXEMPTION FOR THE FORMATION AND OPERATION OF

ASOCIATIONS OF OTHERWISE COMPETING BUSINESSES TO ENGAGE IN

COLLECTIVE EXPORT SALES.

THE EXpoRT TRADING COMPANY A£I OF 1982 (THE "ETC" ACT),

(15 U.S.C.A. §§4001-4003) IS DESIGNED TO INCREASE U.S. EXPORTS OF

GOODS AND SERVICES BY ENCOURAGING MORE EFFICIENT PROVISION OF

EXPORT TRADE SERVICES TO U.S. PRODUCERS AND SUPPLIERS, BY REDUCING

RESTRICTIONS ON TRADE FINANCING, AND BY CLARIFYING THE APPLICATION
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,III.

TH ET930 TARIFF ACTA19 ,U .S.D. A.,§1337)PROVI DES, AMONG

OTHER THINGS', THAT d IS UNFAIR COMPETITIoN TO 'IMPORT' INTO THE

UNITED STATES ITEMS COVERED BY A VALID U.S. PATENT 'OR MADE BY A

PROCESS COVERED BY SUCH A' pATENT. A' GREATLY 'COMPRESsEDTIMEF'RAME

IS PROV'IDED FOR PROSECUTJON'OFAN ACTION FOR suCKUNFAl'R

COMP ETITON.
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On' GuTdlines' for Regulation of' Unfair Trade'PtactTGe's"with,

respe<:t to Patent and Know:"how Li<:ensing AgreetnentsC¥'I.)
c:

Japanese Group, conuiifH.eeNo.2

SUb<:ollllllittee A

1. Pro<:eS$ of Establi shing 1989 Guidelines

(1) Establishing study group on te<:hnology transfer, et<:.

Fair Trade Commissionestablish'ed a study group on

Jap,al)'sFair Trade commt s s ron reviewed. its
·~uidelines for Internatlanil"~;<:h~a16~~
Introdu<:tion"Agreements" (published' On May' 24;'
1968 and hereinafter .: referreclto "'S "1968 .,,"'."
guidelines") for the first time' in twenty years
in view of the rapid te<:hnology i n!1C>YGl.t:Torjand
Lncreas inq rLmportance of ·~ec:hn()logy.in,l"ponOlllY.
The Commission established "Guidelines' for' .
Regulation of Un'rai'r Trade pra<:ti<::es wi th respe<:t
to paten~and Know:-powLi<:el1'lJ"g.Agreemellts f'Q
(pub1ished on February 15, 1989 and hereinafter
referred to as "1989 Guidelines"). We report
here on the process of formulation and outline
the 1989 Guidelines •. W~ wish to a<:knowledge
a s s Ls t ance by·Subcommittee'"No. 10fL·i<:e'n·se'
Committee of the Japan Patent Associatio,:, for
making avil'ilable' to us the ref'eren'::e mater ial'$~
and allowing us 'to' use' the annexed table.

Masaharu FUKUMA
,Nobuo SUGIURA
Yasuyuki KISHI
MinOrll TAHARA
Keiso KONO
Seikoh NAGANUMA

Abstra<:t

Nippon Telegraph and Telephone Corp.
Toyota Motor Co ." Ltd.
Nissan Motor Co., Ltd.
Fuji Heavy Industries, Ltd.

F\ljitsu, Ltd. '", '.' ,.,.'
Mitsui Petro<:hemi<:al jndust~iei, Ltd.

-,

.'

.... " ' ' , , ..

•
TokkyoKanri, p, '465, No; '4, Vol. 39: "Re>GlIidelines for
Regulation of Unfair" Trade Prac t i c e s wi th r e s pec c to Patent
and Know-how Li<:ensing Agreements".
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techno1'()gytransfers, etc*: within its Executi",e BureaLi in

October, 19136, which hj1s studied the problems involving
techl10Igy transfer. under the Ariti-MonopolyAtt and the

policies for fair competition py holding twenty three study

meetings.
(2) Publication of "Technology Transfer and Anti-monopoly

,Act,"

In July, 1988, the lltudy Group pUblished an 'interim
report entitled "Technology Transfer and Anti-monopoly Act"

(hereinafter "Interim R.eport") based on the result of their

studies of unfair trade practices, unfair trade restric­

tions and private monopoly in order to specifically

establish the consistent handling of technology transfers

in Japal1 andab+oad under patent, know-how and software

license agreements by considering Procedures at various
foreign and' international organs.

(3) Guide.line proposa L.

The Executive BUreau'of the FaiiTrade COmmission

presented their draft .for"1989 G\,Iideli(les" tor,elated

organt~a~ion,; on .sePi:e'1'pe i , 29 ,1'988 wh ic11 wcl$ prepared

**Study Gro,up,on Technology Transfer, e!=-c.

Professor" Faculty of Law
Universi,ty of Kobe

Members : Kensuke NORICHIKA: General Manager in Charge of
-Patents, Toshiba Corporation

(President of' PIPA J<lp.an
Group)

Toshifumi HIENUKI : Professor •. Faculty of Law,
Kanazawa University

ra MIFUNE rec
Teijin Corporation, (PIPA

Counsel)

Nob\,loMONYA : Professor, Faculty of Law.. ,
Seikei University

Takashi YOKOKURA Professor, Faculty of Economics,
Musashi University
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c,Hongthe thinking contained in the Interim.Report andt.he

COl)lmissionasked for opinions of those concerned.

2. Outline of 1989 'Guidelines

2-1 Characteristics

(1) Def.initionof unf.air trade practices underknow..,.how

license agreemen.ts

While the 196R Guidelines c LassLtied.rtihe ty.pes.oI·

unfair trade' practices under patents.' (including .u t i Lf t y

models) in !paragraph 2, the 1989 Guidelinesidefined the

types of unfair. tFade<pr<ictices 'for know- how ' licenses in

the same detail as fpr<patent ca,,!.es,

They however excluded software licehsesasnot being

applicable ,Know-how was !limited to, thoserela'ted to

industr.ialtechnology and those wi th conf ideh tiali.ty. New

Gui'delines, are not applicable to client information or

tr ade secr et' .•

(2) Equi table :application to Japanese and foreign

technolgoyt r ansI e r s

The. 1968 Guidelines concerned only the Lnt e rnat.Lorral

teChnology .introduction agreements, .bu c the 1989 Guidelines

provide .that; the .r e qu.Labione are. applicable equally to"

license agreements between Japanese enterprises' 'and those

be.tween Jap.aneseand foreign enterprises.

Provided, however, restrictivecondi.tionsco,ntained

i n.pat en tandknow.,.howlicens inc3 a5ireemen tSlJetwe,?n

Japanese enterpreneurs and foreisn enterpreneurs.are

subject to the examining standards'inthe 1989 Guidelines

as far as these.r.estricti ve conditions affecbtheJapaense

mar ket if imposed.

know-how licensing agreements into.three groups

The ·1968 Guidelines iden·tifiedrestrictions 'likely

to .be recognized. as unfair, trade practices under Article 1

and those as exercise of rights .und e r the Patent Law under

"Article 3. The 198.9. Guidelines follow the three group

c Las s Lfi cat.Lon by 'EC;' '(a') restrictions r.ecoqn izedrasc.noj;
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falling under unfair .t.r ade practices as a rule (hereinafter

(a) restrictions);(bk restrictions likely to be re.cognized

as unfair trade practices (hereinafter (b) restrictions; to

be judged based on overall cons Lde ratiion .qfthe res tr Ict Lve

condi tions, licensor's and licensee' s sta.tuses·in tl1e

related markets', situation prevailing in the re.La ted

markets, and duration of the pe r i odvdund.nq whic.h

restrictions are to. be imposed, etc.) ;.(c) restrictions

whLch ace highly .Ldke'Ly. to· be. recognized as.u[1fair .t r ade

practices (hereinafter referred to as, (c) restrictions).

(4) Examinihg standards for unreasonable trade

restrictions and private monopoly

The 1989 Guidelines are applicable not only to

unilateral. license. agreements between two .part Les but also.

to reciprocal licensing. agreements or multiple party

agreements· such as cross license agreements (under whiCh

multiple parties mutually license their rights)', patent

pools (participated by multiple parties who concehtrate

their rights or license rights to a.central.body through

which .. theyaregranted .necessary licenses J,and multiple

.1i·cenSes(underwhich one . licenser grants identical .right

to plural 'licensees). In these cases,.. t.he mat terwill

receiv.econsid.eration under.' unreasonable trade restrictions

(6) Establilshment of clearance system

'. In determining whether or not restrictive condi tions

constitute unfair trade pract·ices or not, it·isnecessary

to examine concretely and on a case-by~casebasis effects

of such restrictive conditions on 'the competition and order

in Japanese mark e t., and. parties concerned are expected to

both

the.to either

whiCh

or private monopoly>(Article 3 of the Anti..,monopolyAct),

other than unfair trade practices.

(5) Examining standards for hybrid licensing agreements

for patent and.· .know-.how·

Examining standards for' an agre'ement containing

and know-how licenses are applicable

or the know-how license depending on

patent

patent
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consult the Commission for clearance increased y 'in f u t ur e ,

To meet such dEkmand, the Commission decided to establish a

clearance system. This isystem is intended to obviate

imposing burdens on the parties to Li ce n s Lnq agreements, as

such parties find out th'at their agreements contain

pr o oLems unde,cthe Ani:i::-monopoly Act only after ..execution

of th~ agreements. This is becauset:he report relating to

international agreements or contracts'Ul)qer'Article 6~2 of

the Anti-monopoly Act' is to be made ipnly' after the fact and
1i.". ".

that the domestic agreements are not s)lbject to this

requirement.

2-2 Examining standards

,. (At U,ched table).
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t.o the JA

Nippon. Telegraph' and . TelephOne Corp;
Toyota Motor .Co., Ltd.
Nissan Motor Co., Ltd.
Fuji Heavy Industries, Ltd.
Fuj itsu ,L.td.< ".
M~ t'jui Petrochemical Industr i e s , Ltd.

Abstract

Masaharu E'UKUMA
Nobuo SUGIURA
Yasuyuki KISHI
Minoru TAHARA
Keiso KaNa
Seikoh NAGANUMA

(Speaker)

notd scuss them.as.theY'·a·re quite
Gu i.d eLi nes ,

221

Japan's Anti-trust Law attempts t? ~ec~~ecf~ee
competi tion in market by excluding pr i va temono~'" .
poLi za t Lon.; unre.aaonabLe restrai.ntsof.tradeand
unfair trade prac:tices. ~urwev,iou~ paper •....
discussed "Guidelines f'orRegulation' of Unfa i rTrade
Practices with respect to Patent and Know-how
Licensing Agreements" published by Japan's Fair
TradeCofufuiSsiori~(Febrliary15, 1989 ; he r eiriaf t er "JA
Guide lines" ) ,whi.chclassifciE!dyar Lousvr-e s.tiri-c tLons
contained in patent and know-qow>.licgnsing agr.ee:" .

• men t s: into t hr ee q roups..·t.r{om .thE!·v.i.E!.wpointof
prohibiting unfair trade practTces~:.This .pape.r
explains .under·what·s i tUi!.t·{on ..the. 'res tric tions
mentioned in JA Guidelines .•a r.e ...deemed .as .un f a i r
trade. :practi.ces "ane], attempts.• to .'compare.JA .
Guideline's classifi.•cation with·.Cases.l0 to 12**
i 11us tr.a ted•• in.uS •Qepartmen.t .:of.•Jus.t:ic;e".Ant i - t rus t

,-1:;Q!foz:'p~Jnent Gut.d,el:i:nes- :--t:p:r) >Inte;r-nation.'a;l"Opera-t ions II

(November 11, 1988; -her.e ina·iter' ·"US GuideLirre s")
that are r.elatedtopatent.and.know-howblLcensing
agreements •... Wealsostud.ie.d EC.Regulations on

Subcommittee A

Japanese Group, Committeel'lo.2

On Guidelines for Regulation ,of Unfai.r ,Traoe Practices with

respect to patent and' Know-halo/Licensing Agreements (#2)

- Compa r a t i ve Study with US Department of Jus.ticeAn i- rust

Enforcement Guidelines. for. International oper.at~ons -

I: Clas if icafionsOf Restdctibns .TnJAGuidel /n<:s under
','-- ',- , ;- '-",-"- -'. ***"

Different Situations

JA'C;uideHnes classified therest:rictons' contained
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in patent and know-how licensing agreements into three

groups: (a) Restrictio,:,consideFed, .Ln . pr i nc i pLe , not to,

fall ~nder unfair trade practices (hereinafter, (a)

Restriction); (b) Restriction which may fall u~der unfair

trade practices (he r e Lnafte r (b) Restriction); and (c)

Restriction which is highly likely to fall under unfair

trade practices (hereinafter (c) Restriction) • The'se

restrictions are specifically discussed below.

LSeparately Granting a License t,o Manufacture ,Usc ,Sell, etc..

(JA Guidelines l"'-(a)- (1»

[(a) Restriction]

This is proper exercise of patent right; and is

unli.ke1.Y to restrict competi. dons.

2,3,4. Restricting the Period, Area and TechniCal Field

(JA Guidelines 1-(a)-(2), (3) and (4), 2-(a)-(I) and (2»)

[ (a ) Re"triction 1
They correspond to proper exercise of patent

,right, arid aFe u,:,~ike~y t8 re"t"i9=Lsompetitions.

* Defini tion-of"Unfair 'Trade PracticEis" as -uaed in
Japanese Anti-"monopoTy Law
"Unfair trade ,practices 'shall mean an ';act falling under
anyone' of the following :';
(1) To unjustly dis'crim·i.nate other;;entrepreneurs;
(2) To deal with undue prices ;
(3) To unreasonably jinduce' or coerce customers of a

competftor;tojdeal'withoneself;
(4) To undertake transactiorFwithanotherpartywith

condVtions 'which unjustly 'restr;ict the . business
activiti.es ofthe.·sai"cl -party; ,

(5) To trade with another; pa'rty by unjustly making use
of one's in ·thetransac·tionf

other;who"compete in Japan wi th
oneself or with the company in which he i.sa
stockholder or an officer; or, to undully induce,
instigate, or coerce an act disadvantageous to the
company ,i,:,c,asewhere the said, e,nt"epren~llr is a
company," (Section 2;7 of Anti-monopoly Act) ,

** See annexed paper
Ue"ugi, A. ~q. "Guidelines for Patent, and Know,.h01'
License AgreEiments"
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5. Restricting Production .or. Sales Volume of Patented

Goods or Frequency of Patented Process Use

(JA Guidelines l-(a)-(S), 2-(a)..,(3U

(1) [(a) Restrictions]

"Requ i r ing.minimum product.Ion or minimum saLes

vvo Lume of patented goods or minimum use of patented

p cooe s s " and"requiroing,'min:.imum prod u,cti on . or sales

volume of goods under the . licensed know-show or

minimum. use of know-how" are considered not to

impede fair competition, and therefore pose less

threat to fair competition.

When setting a very large portion of a latent

mar k-et as "mini,mumn,ine~c,eptional-cases, "z e qu i r ing

.a minimum quantity under the .lic.ense" is tantamount

to "restricting handling of competing goods" and

impeding fair compe t Lc Lon s vand may be regarded as

.problematic.

(2) C"ses not applicable to Guidelines

conversely spe.aking, n.limiting the maximum

r.quan ti ty ,etc." should be determined on a case-by­

case basis ,and is excluded. from the classification

under the JA Guidelines. (Japanese~19i8 Guidelines

classified it as "matters recognized as exercise of

right under the Patent Law,etc.".)

In a situation where the product using the

licensed technology is dominant in the,m"rket, the

licensornmayconspire with many licensees for

controlling the supply "nd demand by imposing such

restrictions on the latter. Such a case is

considered likely to threaten fair competition, and

therefore problematic.

6. Restricting Export Territories

(JA Guidelines 1..,(a)-(9), (b)--(7),2-{a)-8, (b)-(7»

(1) [(a) Restr;iction]

Restricting the licensee export of patented

products to the territory where the licensor has
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registered the patent right, the area where the
licensor is engaged in routine sales activities, and
the area where the licensor recognizes right of

exclusive sales by a third party.
(2) [Basis for de t.e rm i n Lnqvas (a) Restriction)

A licensor may restrict imports toa country where

the licensor has the patent. right under the local

patent law. To violate the licensor I s vested right

or contractual obligation obstructs incentives for

grantinglicerises.

(3l [(bl Restriction)

Where alternative products or technology are

hardly available; where the:export is ·recognized

only for a specified country or a specified product;
or where' the export is totally,banned.

(4) [Basis for determining as (b) Restriction)
. Except for cases falling under (1), it may stifle

competitions inanoligopolistic market with highly

intense·productdifferentiation. If there are only

alimi ted number of big companies in export market,

it ispossible<to divide the international market
among themselves.

7 • Restrictions on Export Pricing and Quantity

(JA Guidelines l-(a)-(lO), (b)-(S), 2-(a)'-(9), (b)-(S»
(1) [(a)<Restriction)

To impose a restriction of a reasonable scope

under which a licensee is permitted to export to

areas where the licensor has obtained a patent, is

continuing its sales, and allows a third party an

exclusive sale.

(2) [Basis for determining as (a) Restriction]

Importation of patented goods may generally be

restricted based on the patent law of the country to

which the licensor exports. To deprive the licensor

of its vested right will obstruct incentives for

licensing.
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(3) [tb) Restriction]

Where the licensee' s import price and volume are

restricted beyond ,reaSOnable scope; where an

obligation to export through t he Li ceriaor or an

exporter designated by the licensor is .Lmpoaed ,

(4) [Determiningpointwhe,ther" (b). Restrictions fall. under

unf air ,trade. practices]

Determination is made based.on whether ,or not the

competition in the export market Ls mitigat"d or

not •

. 8. Restrictions on Handling Competitors' Products during

the .T,,,rm. of Agreement

(JA Guidelines l-(b)-(l), 2-(b)-(1»

(1) [(a) Resj;riction]

CD l~here the US,". ofJ:ice,nsed technologyfClr

purposes other thanthemanufacture.of.patent"d

product is restricted; @ where an .excLus Lve

license provides conversion to a non-eexcLus I ve

license if. the licensee deals In .compe,tirygproducts.

(:2) [Elasipfor determining as (a) Restriction]

C2:.J. Resj;ri.ctionrelated to sllbptantiaUy.identical
products is deemed to be. within the range ,of

technical field; ~ an exclusive Li cense cannot be

deemed as re.s t r Lc t i nq dealing in compej;ingproducts.

(3) [Basis for determi.ningas (c), Restriction]

(I;Where.manufacture and sale of a, product

compe t Lt i vewi th .a patented product are restricted;

Cb wher.e relations in terms of capital and human

resources with companies dealing in competing

products are restricted ; @\«herea licensor

rese~ves ar

licensee deals in competing products.

(4) [Anti-competitiveness of (c) Restriction]

C2) Imposing restriction on a product already

handled by the licensee leads to exclusion of

existing cJ.i"nts.
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@ If the agreement is to be continued, de a Linq in

competing products becomes impossible.

(5) [Other points ofdete'rniina.tion]

Overall determination is made in view of the

transactions wi th exclusion conditions; Q) whether

there is a·factor hampering fair trade such as

depriving competitors of 'business opportunities or

market participation; ® if alternative

teChnology/products are available. Determination is

made on transactions with restrictive conditions

based on the fact if 0 the licensor is a major

company, a.nd@) H.a produc:tjointlydeY,;,loped wi th

a third party is deemed as a e:Cllitp,;,ting prcduc t;,

9. Restrictions on Dealing in Competing Products after

Termination/Expiration of Agreement

(JA Guidelinesl-{c)-{3h 2-{a)-{4), (c)-(3»

(1) [(a) Restriction]

(YWhere short term restriction is imposed within

thesc:openecessaryto prevent misappropriation of

licensed know-how; @ where shor'tterm 'restriction

is imposed asa penalty when the license is

terminated for a r e ason attributable to the
Li censee , -,

(2) [Basis >fordetermining as (a) Restriction]

QJ Knowledge acquired by the licensee cannot be

erased even by return of documents and references.

It is effective to secure prevention of mis­

appropriation and will serve as an incentive. for

know~how transfer;

If the licensee causes termination; of the

exclusive license, ete:.;by v i o La t i nq mutual

conf idence, thelie:ensor· will have to find another

licensee.

(3) [(c) Restriction]

The licensee is restricted in dealing with

competing products or adopting <:ompetingtechnology
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after expiration or. termination of. the license.

(4) [Anti-competiti veness of (c) Res triction 1
The licensor deviates. from the scope of

restrictions needed to prevent know-how

mi sappropri ationwi thout jus tifJable reasons for

securing profits;

(5) [Other points of judgements]

Restrictions are allowed. in certain cases by

considering the balance. between sec,Uringth,e

incanti ve for know-how transfer and; its influence on

orderly competition. Unless. there is a specially

'justifiable reason, .r e s t r i c t Lons after expiration or

termination ..fall subject to unfair. tr ade practices.

10. Restr.i.ctions on Suppliers of Raw Mater ials, Components,

etc.

(JA GuI"delines 1-(a)-(8), (b)-(6), 2.,.Ja}-(7h (b)-(6)}

(1) [(a) Restrictions]

Under patent/know-how agreements, the licensee is

imposed an oblig.ation to procure raw materials,

componen t s, etc.• from the licensor or a, source

designated by t.helicensor, Q) where guaranteeing

the effectiv.eness.ofthe,licensed patent/know-how or

maintaining the goodwill of. the Li cenaed trademark,

etc.' cannot be achieved un Les s the qualcity, etc. of

the raw materials, components, etc. are restricted;

~ restriction on sources of supply is essential in

order to keep the licens.ed know... how con f i dent i.aL,

These restrictions should be wi thin the scope of

above mentioned purposes.

(2) [(b) Restriction]
m····"·,,·.· ..

Under how aqr eemen t ss the lic.enseeis

imposed an obligation, to procure raw materials,

components, etc. from the licensor or a source

designated by theli.censor wi thout reasonable cause.

(3) [Basis for determining as (b) Restriction]

The basic idea is that a licensee ShOllld
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preferably have choice of sources of raw materials.

Therefore. restrictions on sources of supply for raw

materials. etc; are prohibited. as a rule, for the

sake of fair competition. They are allowed,

however. if there are rational reasons such as

preserving quality, goodwill, etc.

11. Restrictions on Sales Outlets

(JA Guidelines l-(bl:" (2), 2'-(b)'-(2»

(1) [(b) Restriction]

Under patent/know-how agreements, the licensee is

imposed restrictions on whom to' sell the product.

(2) [Basis for determining as (bFRestriction]

Under patent/know-how agreements, if the licensor

imposes an obligation on the' licensee. to se1lthe

patented product (licensed product) to the licensor

Or a party designated by the licensor ,it amounts to

depriving the licensee of the freedom of selection

of sales to others or a means Clfcompetition. The

abOve applies to imposing an Obligation not to sell

the prOduct to those des ignated by the licensor.

It is, hOwever, not reasonable to exclude all

these restrictions indiscriminately. If there is a

valid reason such as preserving goodwill of the

tr ademark., etc., then these restrictions become

allowable.

12. Restricting Re'-sale Price·'

(JA Guidelines 1- (c)-(l). 2- (c) - (1»

(1) [(c) Restriction]

.........,.. " , " ".Under the JA Guidelines, restrictingre-sa l e .
prices underpatent/know'-how license agreement is

deemed as (c) Restriction.

(2) [Anti-competitiveness of (c) Restriction]

Restrictingre-sale prices means that the licensor

restr ictsthe freedom of price determination by

whoiesalers and retailers which is the most
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Lmport an t, means of competi tion, and will b",highly

likely to, impede fair trade. Usually, there is

found novr easo n for justifying this restriction on

r e-e.sad e price.

13,14. Oblig",tion to Report or to L.icense Improvement

Invention/Technology

(JA Guidelines l-(a)". (6) ,(b)-C3), (c)-(6), 2-(a)-(5), (b)r

(3), (c)-(6»

(1) [(a) Restriction]

If, the licensor ass umes the same degree of

obligations ast,hat imposed on the Ll ce nsee . and if

,there i s -.a good balance between the obligations, the

licensee, .Ls oblig",ted, to r e port; to the, licensor

knowledge or experience gained~ under the licensed

patent and, to)granta no n-excl us i ve Li cense to the

licensor on Lmpr ovemen t s and applied Lnvent Lons .

(2) [(b) Restriction]

Lfthe licensor does not assume the same degree of

obligations and there is an imbalance between the

obligations.

(3) [(c) Restriction]

The licensor imposes an obligation on the licensee

.co attribu,te to the,licensor ,theJ:"ight t.othe

licensee's Lmprovemen t s "'ndapplied inventions or to

grant an e xclusi ve license to the Li ce naor, An

exclusive license as mentioned he re.i n means

establishing an,e xcLusive ,ri ght, topr",c;tice or

restricting the patentee from prqcticing the

invention within the liCensed territory.

(4) Know-how agreements are likewis,e c.las s I
,::~ :,:, ::::::: ,

of~{b) and (c) rictions]

(J) These lead to unr e aaonab.l y maintaining and

reinforcing the licensor'smark,et control;

W Thefac,t that the licensor restricts the

licensee's freedom to use the licensee's knowledge,

experience and improvements and to grant a license
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to third parties ha*pers R&D eagerness an& obstrticts

technology development. This may also impede

compe ti don in the product and technology m'ar kets ,

11 If a licensor does not assume the same degree

of obligations and the relation is one-sided, the

licensor may end up setting unduly disadvantageous

conditions on the licensee.

(6) It is desirable to clearly state whether the

licensee can exploit the invention under the

exclusive grantback provision.

(7) If thelicensori's to be' granted an exclusi ve

license in the home country under an international -

aqr eemen t, it may result in market segmentation. If

there exist a number-of alternative technologies/

products for the subject technology or patented

product and the compe eI tion isacti ve Ly Carried out

in the relevant field, then it maybe recognized as

"a specifically justifiable reason".

(8) When a Japanese licensor imposes restdct'ion on an

overseas licensee, it may restrict import of the

-, patented product into Japanese market and, may be

determined as affecting orderly compe ti t ion ,

15. Obligation to' pat Royalties on Products Other than

Patented Product, (Licensed Product)

(JA GUidelinesl-(a)-(ll), (b)-(9) ,2-(a)~(10), (b)-(9»

(1) [(a) Restriction]

The cases where products other than,the patented

product can be used as the basis for royalty are;

1 when the licensedpatent/know'-howis used as a

of the manufacturing and 2 "hen it

is related to components. The production/sales

volume .or amo unt; of the final .produc t s using said

patent, etc. or components maybe used without

problems as the basis for royalty calculation for

oonven Lerrcetvsake ;.
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(2) [(b) Restriction]
Where the licensee is obligated to' pay royalty on

products other than the 'patentedproduct, that is

where the licensor establishes conditions for
transactions which are unduly disadvantageous to the

licensee, problems may occur.
(3) [Basis for determining as (b) Restriction]

This may lead to forcing the licensee to pay
royalty even though they are not using the licensed

technology. Provisions such as "all the products

similar to the licensed products shall be deemed as

using. the licensed technology . . ; •.• ;" maybe
problematic since the licensor may be considered as

taking advantage of their superior position, if any.

The use or non-use of the licensed technology for

each product must be clearly determined.

If the license involves the production know~how,

~determination afcwhethe~saidknow-howis being used

for a similar product or notmaycbe difficult, and
themanufacture!sales volume or amount of the final

products including the similar products may be used
as the basis forcroyalty calculation. (Balance wi th

the allowable restrictions of dealing in cdmpeti t i ve

products during the term of license .)

16. Restriction on Quality of Patented c(Licensed)

Products, Raw Materials; Components,etc;

(JA Guidelinesl.,.{a)-(7), (b)-{S), 2-(a).,.{6), (b)-{S))

(1) [(a) Restriction]

CD Where the licensor' srestr iction is' for

achieving the effect guaranteed t1'e licensor to
..•............ •.•....•.• . .. ,............. . ..~ ···············b····

a certain level under the licensed patent,

and @ where the licensor's restriction )sJ()

preserve the goodwill of the Ll.ceriaed trademark.
(2) [(b) Restriction]

The quality of patented product, raw mater La I's,

components, etc. is restricted.
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Raw materials, components, etc. as used herein'

include machinery and devices. required for

manufacture of patented products,etc.

(3) [Basis for determining as (b) Restriction]

The restriction on items over which the licensee

essentially ha~ free choices may impede competition

in the market of the patented product or the market

of raw materials and components.

Imposing this restriction may be problematic if

the obligation per se to use the trademark>is

questioned.

(4) This restriction rarely creates problems in an

international>technical assistance agreement.

17. Obligation to Make Best>Efforts

(JA Guidelines l-(a)-(lS), 2-(a)-(lSl)

(1) [(a) Restriction]

The.licensee is required to make best efforts to

carry out the licensed patent/know-how.

(2) >The provision imposes an >obligation to make best

efforts, and does .notinclude any other rUles (such

as restricting dealing in competing products).

(3) Where the licensee assumes a burden of proof for

having made the best efforts, and the license is

converted to a non-exclusive one or terminated if

the licensee fails to do that, this may be

determined as falling under (a) Restriction.

Provided,however, a license containing a

unilaterally disadvantageous condition for the

licensee may be considered as problematic as

containing a .unilateral·termination condition.
M •••••••••••• w •••••••••• M... . m .••...••..••.••••.••.•••• F.>.

18. Use Restriction and Royalty pa.yment Obligation after

Expirati.on of Patent Right or after Know-how Becomes

Public Knowledge

(JA GUidelinesl-(a)-(13), (ck(4l, 2-(a)..,(12), (c)-(4»
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(1) [(a) Restriction]

"Wi,thin the scope recognizable as installment or

deferred payments of royalty" means, tha t; if royalty

pa ymentvf.or .us e beforet,hepatentright exp i.r.e s or

know-how be.com es PUblicly known is, made in

installments .or deferred, imposing the l$c;ensee to

pay'royalties after the fa,ct is naturally to be

expected,and this will not be, deemed, as a rule, as

unfai r practi ces •

A know-how license providing for continued royalty

payment limited to "shor,t perLod" (such vas ,for 2

years) during the,licenseterJIl after the licensed

know-how becomes publicly known for -re aao ns 'not

attributable to <the licenseew;illnot be deemed, as

a rule, as unf air pr,actice.

(2) [Basis for determining ras(a)Restriction]

As for;' know-how agreements, there are three bases

for determining as (a I. Restric;tion: (l) Where the

, licensor's risksofkno,w-how ,; becqmingpublicly known

at any time s hou.Ldcbevahar ed by t;he,licensee in

order to secure the. Lncen.t i ve . for ,know,.how transfer;

:2 the· advantage of learning know-hO"lor

confidential tec;hni,cal' information before

competitors is ,considerable; I; obligating the

licensee to pay royalty after know-how becomes

publ icly known ts no.t neces sar i ly .unduLy

disadvantageous if wit,hina r easorrabLe period of

time., The licensee i:;requirE!d no t to, be a

responsible party for causing .kriow-ihow to .be come

publicly known. If the licensor is responsible,

then the obligation to continue royalty payment will

natur be deemed as illegal.

(3) [(c) Restriction]

Unless the reason (1) above for justifying the

restriction e x i sts , anybody should be free to use

the s ubj ect technologyaf ter the patent right

expires or kno"l-,howbecomespublic;ly known for
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reasons not attributable to the licensee . clearly,

the licensor has noauthori.tytorestrict the use of

said technology or. impose an obligation to pay

r oyaLty , Since such restriction is highly likely to

obstruct fair competi tion, it may create problems.

(4) Know-how li'censes are similarly handledatEC.

But there is nolill\itation on the continued period

of royalty J?a.ymentto a short termduri·ng the term

of license agreement as in theJA .Guidelines.

19. Restriction on Sales Price

(JA .Gliidelinesl"; (c) -( 2):, 2- (c) - (2) )

(1) [(c) Restriction]

The licensor restricts the licensee to keep the

maximum or the minimum sales price of patented

product within Japan by <I:' concretely indicating

the sales price, (f' setting the price zone (such as

lillli ti ng the discount to up to 10% of the desi red

r etailpri ce)and imposing an obligation. to obser ve

it, Ii· f mpo'sI ng an<obliga.tionto obtai n the

licensor's advance approval for' pricing, etc.

(2) [Anti -competi ti veness of (c ) Restr icti on 1
This restriction is generally not considered

necessary for securing the royalty. To impose this

restriction on plural licensees under a multiple

licens~will create problems since it will greatly

undermine thecompeti tion. Restriction on sales

pricing in foreign countries is excluded from the JA

. Guidelines based on the j ud qeme nc that they do not

affect the Japanese market directly.

20. Restriction on Research & Development

(JA Guidelines l-(c)- (5), 2- (c)- (5»

(1) [(c) Restriction]

The licensor restricts the licensee to perform R&D

on their own or jointly with third parties regarding

the licensed technology or competing technology.
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(2)"[Anti~compet iti venes s: of (c) Restri c t i on J

This restriction 'is similar in .char.acter. to that

ondealincg in "competing products,but'itsimpact on

the market "i"5 'prolonged ,andwill hamper the fair

trade practice on a larger scale. Therefore, the

restriction is deemed as(c} Restriction whet,her) it

is imposed during or after the ,licensea,gr:e,ement. :,A

licensee under a know-how agreement and.vconduc tinq ia

joint developinentwitha: third party .may be imposed

restrictions to, prevent diVulgence 0[' the licensed

know-how. In s uchrai.caee svj ud qemen t is made-by

considering "the,balanc:ebet,ween'the 'incen,tive for

'know"'how'transfer and the effect on orderly

competi Hon.

21,22. Obligation ,not to 'Dispute :PatentValidityand

,Termination''Of Agreement when pat"ent Validity Is

Disputed (KnoW-how Becomes'Publicly Known)

(JA Guideli-nes l-(b)- (1-2), 2-(b)'-'(,l2),l"',(a)"'(l4), 2- (a)- (l3»

(1) '[ (b) 'R.estriction"]

OJ Where imposing an obl Lqa t Lonrnot; ,to dispute is

li"kely'toimpede competition ,and' ~where unduly

disadvantageous condi Hons are set for the licensee ,

: theremaybeproblems i ;

(2) [Bas isfor determi'ni ngas ,'(b ):Restricti on

'Imposi"nganoblig"attoni ohthe "li,censee: 'not to

dispute:the patent validity, etc. appe ars

permissible according to fair and equitable

principles, but it"islikelyt:o hamper the

licensee's competitive ability. If, on the other

hand t he 1 tS~!Qe'"~,~,""S'!,I),,f E'~~J;':c"iLksp~!"t'i\l i"tb~;_~~li]aB;y'
etc. of the patent ri ght, the ttcensor wou19be

discouraged from granting licenses. ThuS,by

r-ecoqn.iz r nq the 'licensor ia right to terminate the

"a.greement when the/licensee disputes the pa.tent in

ques t i on, the L'i ce nso r is -en co ur aqed to grant

license's.i Th'is "terini-nationof license when 'the
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validity, etc. of the pat.ent·.right is .dLapuce'd" I's

considered'nottoimposeunilaterally

disadvantageous conditions' for. the. l.i<;:ensee.

(3) Similar.thinkingis .applied t.o vknow--how licenses.

23'.' Obligation to Use Trademark ,etc.

fJA Guide:Hnesl~(b)'-:( 4), 2.., (b).., (A) ).

(ll [, (b) Restrictions]

The lice!1see is imposed an obligation to. 'use the

·tr.ademark, etc. designated by the licensor on. the

patented or, 'licensed products,

(2) .[Basis.for·determining'as .(b )aestriction]

By limiting the freedom of choice.by.the 'licensee

to use the trademark, etc. which is one means of

competition, the licensee's business activities are

unduly r estrictedandth~c.ompetitionmay be

impe.ded;After the. patent right expires' .or know-how

becomes. pubLi clyknown,the ,lice!1seemayeuge

s.ubj,ec.loedtoadisadvantage of. .compe Lked -use ot:the

trademark as a result of having ·co.ntinuQusly used

. s.aidtrademark.'

(3). If.. the iicens.ee .se Lec t srt.o. use<thetradernark, etc.

··designated by. the Ii censor as a result of·,ar.bi tr ary

negotiation among parties', andthe:li.censee.is

grantedalicens.e ·'tolJse•.thetr.ademar.k ,the.nthe

licensor maywi.,thout prOblemsrestric.t.thesale of

products to which no tr.ademarkis attached' •.

(4) There is a problem if. a,pat.entlicens.e is..packaged

wi tha li.ce.!1sefor't;r,ademark., et;c.•

(JA GQdeli·nes, l-(b)., (Ill. 2- (bJ- (ll,h)

(1) [(b).Restriction]

'!?oprovide a cond ic icniwhdch is uniLate raLl.y

disad varrt a qeous t o vthe licensee such asunilat;erallY

and, jmmediat;elY t.erminaUngt;he agr.ee!l!ent wit;hout;

:appro.priateperiod oCadvance warning ,cfor,ar,eason
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.2.S.. ·Pac kage Licensing

(JA Guidelil"le$:.l..,(a)- (12), (b);",(l0),2- (a),..(l.ll, (b).., (10»

(1) [(q) Re$triction]

There Ls no.vprob.Lem iElicenses are granted under

a plural number of patents (combinat'ionof patent

and/or know-how) after an arbitrary negotiation by
." .••, "...,...... • .•........• ,···f::·:

par to an agreement they are

intere.stedinall the .reLated .teohno-Loqy or because

they wish to avo i d disputes:. There is also no

problem even if.the package licens.e is forced: by the

licensor s o. long 'as there is. a. need to grant:the

,ligens.e..undera series of patents/know-how in order

other ethan f a iLure to pe r.form the agreement .such as

insolvency of a party.

(2) [Basis for determining as (b) Res t r i ctLon l

Graye defa,lllt, .LnaoLverrcy of...a party by fror ce

ma j e ure , ban kr upt.cy , etc .donot ne ceas'ariLy require

an advance notice. An agreement between the parties

also· presents: no' problems • Generally" the

unilateraltermin.ationby the.l.ice.nsor will make the

Ii ce nsee ' s pos i. t'ion quite Lris t.abLe, I'h.en. th}s kind

of provision is included in order to enhance the

res trainb,of ocher rest ri9,tionsand when the·

licensor is at a superior position, it will present·

problems.

(3) An appropriate period of advance notice means

generally more than three months.

(4) If. this restri9tion is USed in combination with

ot:her,pro':.1isions whi ch maybe regarded pr o.b.l.ema t i c

under the Anti"'rnonopolylaw" such a case may fall

subject to this restriction notwithstanding an

appropr,iateadvance notice .pe rLod,

(S)Under inter natLonaltechni caltransf er :agreements,

'.effectsof· suchrestrictio.n: on the orderly

,':9ornpeti.tionin the Japanese market is small and

:ther,e.foredoe$ not prese nt . any problems .
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to secure or guarantee the effectiveness of

technology.

(2) [(b) Restriction]

Theproblemar'ises if the lice'nsorforces package

licensing even though there is no need to do so to

secure 'or guarantee the effect of technology.

If a licenseis·to exp'ireshortly,alicensor may

take another patent. w'ith,a compara;tively long life or

s'tillanotherpatent highly likely to be 'invalidated,

and grant a license thereunder w'iththe effe'cti ve

patent,thena problem is highly likely to occur.

26. Confidentiality

(JA Guidelines 2"'(a)-(14»

(1) [(a) Restriction]

The licensee is imposed an obligation not to

di vulge the licensed know-chow to third 'parties while

th.e.confidentiali ty ofsaid'know'-howis belng'

maintained;

(2) [Basis for determining as (a) Res;triction]

Confidentiality is the basic 'condition for

protecting, know- how , and imposing this condition is

considered essential 'in'know"'how licen'se a.greements.

There are 'no problems concerning thete'sct;ict'ion

after expiration/termination. This section, however,

discusses the act of imposing confidential'ity'per se,

and does not state that there arerioptoblems

concerning various restrictions imposed on the .

licensee to pre.ventdivulgence<of' know-chow to third

parties.

II:Comparison",of. JA Guidelines 'with, US Guidel'irfes

JA.Guidel'ines provides for examining 'standards for

unfair tr.ade practices.asto .pa.t enc and know-howlisensing

agreements (though it does not'ptovide'forexamining

standards. for phohibition, of .p r i va.t e monopolization or
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unreasonable restraints of trade, they can be ; as a matter

of course, applied to such cases where technology.licensing

agreements are used as a means to effect unreasonable

restraint of trade), wher",as US Guideilnes provides. for

examining standards for the Anti-monopoly Law ~s a whole.

It is therefore difficult to simply compare .the two, but we

attempted a comparative study of judg",nient$rendered in

Cases 10 to.12 which arerelat",d to Patent .and know-how

license agreements.

1. Similarities of US Guidelines and JA Guidelines

(1) Application of Rule-of-Reason

The US Guidelines analyz",s the restrictions

according to a rule-of-reason unless ·the<underlying

t r ans f e r vof technology is a sham. That is, the

provisions of the .license agreement are e vaLuat.ed

comprehensively in terms .. of the following: .(S,tep 1)

the mar ketfor technology licensing; (Step 2) the

market other than .that; for technology Li ce ns i nq r

(Step 3) ana Lys Ls of vertical. restraints: (Step 4)

advantages ·ofefficiency to offset anti­

cOmp",titiveness.

The JA Guidelines teaches' that .. ~t is necessary to

indi vidually and concretely anal.yzet.he ",Uects. of a

restr i c t.Lve provision on orderly: competi tion"

(Preamble) •.. -

That is, neither mak",s a determination that "a

specific restriction makes it illegal per se".

This is because neither of the JA Guidelines nor

the US Guideline.s t a kes the posi t i on that the

licensor. isnecessari.ly ina superior position •
................•.....

TheJA Guidelines separately provides restrictions

for know-how license agreements and patent license

agr.eements, although it basically handles the patent

·license as the. US Guidelines does '. It takes the

pos i tion that restrictions are r e Laxed for the
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portions where the.peculiar need for know-how is

recognized.

TheJA Guidelines shows different thinking for

know-how licerises from patent licenses in respect of

following points.

ij separate Li ceriae for manufacture, use and sale

if) Restriction on territory

iii) Restriction on dealing in competing products

after license expiration

iV) Restriction on sources of raw materials, etc.

vI Obligation ·topaYJ;oy..lty after know~how

becomes publiclY known

vi I COrifidentiali ty .

(3) MaiketsCoiered

The JA Guidelines discusses and analyzes' only the

··areas which affect the domestic market (consumers) as

the US Guidelines • As for the overseas market, it

considers only the por.tLon. affected by the products

arid technology which are impor tedto·the ir country.

(4 ) Nat ionali tyof Contracting Parties

Both the JA Guidelin'esiaridtheUSGuidelines are

applicable irrespective of thenat'ionalityof the

contiacting parties.

(5) Cross Licenses

TheJA Guidelines evaluates the cross licenses from

the viewpoint of market segmentation as'in the case

of Anti-trust Guidelines.

2. Differences between US GuidelineSandJAGuidelines

Having studied the two guideliries, we found

............. '" ''!!K~.§'.I:§'I~.c:.§'§ Ic.,e!,lL ,a~,tteE!'cld .tt,?o the i s ions

(1) Scope of Coverage

The US Guidelines covers general business

activities which fall subject to Ariti'-trust Law, and

includes all the iritellecturalproper ty rights in the

field of licensing; The'JA Guidelines, On the other

hand) is limited to the·areas·relatedto· patent and
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know-how Li cen ses ,and in par t icularex.cludes.

software Li cense s from i ts applicable scope ,

Customer informat.ion and trad.e s~cretsare sometimes

called know-how, but they are also outside the scope

of application.

(2) Restriction on Use of Competing Tec:hnology

The US Guidelines deems that..r e s t r ic:ting ,.the

licensee not to use c:ompeting tecQnology ()r products

isprocOmpetitiveasd;,:;c:ussed inCase 10., This is

recognized as arising out; of interpretating

restrictive conditions with an.~mphasis on the

market. T.he JA Guidel.inesdeems·,that .. such

restriction on use of competitive technology is

likely .tofall subject to unfair.trade.practices as

(b) Restriction.'

(3) Vertical Restraints in Ncn-pric;ng Matte.rs

The US Guidelines considers in the Rule-of-Reason

analysis, Step (3) that reasonableness of vertical

non-pricing restraints, particularly theeasepf

.collus.ion under specific ma.rket conditions and the

poso;ibility ofanti-:competitive e xc.Lus i on .o f

competi tors. The JAGuide.lines does evaluate

reasonableneso;,ofthese viewpoints in respec:tof

. individual.' provisions, but doesnot.define analytical

.s t epa clearly.

4) Royal tyBasedonTotal·.Sales

The US Guidelines.interpreto; royalty calculation

based on totalprodp.ct saleo;asprocompeti tLve ,

irrespective of whether the licensed technology was

used or not as di o;cussedin case 10... However, ,th",JA

Guidelines classifies suc:hov",rall royalty obligation.............................................
.as may fall

subject to unfair· trade p r ac t Lces, ·andmay deem itas

the . licensor setting und u.Ly d.i s advan.taqeous

cand i tions on the lice.nsee.

(5) Grantbacks

Th", US Guid",lin",s d",,,,msth'" grantb<lck proyision as
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procompetitive. Contrary to this, the JA Guidelines

interprets attributing to the licensor the right to

ITcensee "5 imprOvement inventions or Impos i nq an

obligation on exclusive grantbacks to <be (c)

Restriction which is highly likely to fall subject to

unfair trade practices. ,On the other hand , if the

provision is deemed as (b) Restriction,

r e a aonabLe ne asvLs tested by seeing whether or not the

licensor assumes the same degree of obligations if

the grantback is provided in il non-excluSive license.

(6) Exclusive Licenses

The US Guidelines generally considers them as pro­

competitive. The JA Guidelines does 'not take such an

attitude ,'but the recent tendency is that restr iction

combined with an exclusive license is not

problematic.

that

be

restriction per se.Further i it should also be

anti-competitiveness of an agreement as a whole can

examined from the standpoint of prohibi ting private

monopolization and unreasonable restraints of trade in

addition to prohibition of unfair trade practices even when

suchan agreement has passed the test under: JA Guidelines.

III: Conclusion

When we examine'the restrictions on which different

determinations are made under these two guidelines as

descr ibed 'in' Section II, 2 of this paper, we get >the

impression ,that the US 'Guidelines attaches an importance to

the effect of restriction onprocompeti tiveness in the

market whereas the JA Guidelines attaches an importance to

determination of whether or notar:estr iction,falls subject

to unfair trade practice. Determinations 'unde r the JA

Guidelines are made through theapprdach that examines each

restr ict'ionindi v-Ldua l Ly , provided ,however, in judging

whether or not each restriction is justified, various

related situations are considered in addition to the

242



P. 23

[Annex]

Commentary on US.Departmentof Just.ice Anti-trust

Enforcem'ent Guidelin.e.s· ..forln.ternatlonal Operations

Case 10: Vertical Restraints In' a Patent Lic:ense.

(1) Summary of the Case

• Company 0 is a leading US manufacturer of wind­

shields and other automobile glass, and. invented a

ne.w scr auch-czecLs cant; transparent coating for

automobile gl ass.applications,(AGPLEX),md. obtai ned

US.and. foreign;JincludingEt::c:ountries} Patents.

This <technologyisapplic:able to safety eyeglasses •

.. Company A is one of the severalUSmanu{acturers of

safety eyeglasses , and isa licensee. under Company

O's US Patent .•

. (Conditions). An e xcLusi ve, field.,.of-use license to

make . and .sell safety eyeglasses

c:oated wi th AGPLEX.i.n the Uni ted

States

The.licen.sefor bi dsmaking and

selling safe.ty eyeglasses coated wi th

anyother..material ,put not safety

eyeglas$es which. are/not coated.

Royal t ies a.re. based on its total uni t

sale$.of.. safety eyeglasses,

regardles$ of whether they are coated

or not.

• Company B which Ls one of. the several British safety

eyeglass manufacturers and;Company 0' s licensee

under EC patents.

(Conditions)' Anexclusiyelicense to make and sell

safety.eyeglasses coated wi th AGPLEX

in EC countries.

The .co nd i tions for manufacture

restrictign and royal ties payment are

the s ameias for Company A.
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.. Company B supplies 5% of the total consumption of

safety eyegl'assesintheUnit"dStates, but cannot

s¢l1 safety eyeglasses coat"qwithAGPLEXbecause

they have not obtained a license under US patent.

" The concentration in, the safety eyeglass sales

market is not so high.

(2) Discussion

<f:Discussion was'made limited to the effects of the

license onUS commerce. The other points are the

same as.theanalysis of dOmestic context.

(~) Since this license is very valuable to the'

licensee and is not a sham ,theRu1e--of--Reason

was applied.

Both Company A and Company B do not own

technology competing with AGPLEX and do not

control access toi t/ there' is no

restriction on licensor/licensee

competition in any're1evant technology

market.

(i) Step 2: Inother marke trauch as sale of safety

eyeglasses or other products, Company 0 is

notcompetihg wi th Company A or Company B,

,nori%u1d Company 0 have entered in the

safety' eyeg1ass'mai:ket except for the

license. Therefore',' there is no restraint

on competition ..
~,

5, Step 3: Vertical Restraints Analysis

i) COllusioh.; .The license could be deemed

problematic 1fi10"cou1dfacili tate

of safety eyeg1assesorinlicens i ng

techhOlogycOmpeting with AGPLEX."

The COllusion is found ineffective

because there is no alternative

technologY for AGPLEX and because

the cOncehtration in the safety

eyeglass market is limited.
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i i) Exclusion ..•.Thelicense could 'bedeemed

problematic if it "could facilita.te

exclusion of companies anti­

competitively from the m"rket

related to the sale of safety

eyeglasses or the.market ofcrelated

tec;hnology." While this license

forbids Companies A and Bto coat

safety eyeglasses with agents other

thanAGPLEX, there are many other

safety eyeglass ma ke ra which may be

"ble to .sell'ca competing coating

technology, and therefore t.here is

no possibility of exc;lusion.

Collusion or exclusion is not deemed

to.havebeen pr.esentif cthe market

share. of ..the company imposing

res trictions is small (less than

10%).

c.<~ S1:ep 4 : Since. Steps 1 through 3 made clear that the

license arrangements in this case are not

antL... compe t i ti ve r : it is irrelevant whether

or not the restric.tions in these licenses

ar.ecefficient. The restrictions considered

proc;ompetitive in.this case are discussed

beLow,

i) Exc.lusive .License .. c. This would maximize the

re t ur n on the ·licensor' s investments

in R&D,and enable the licensee to

enter t:hemarket efficiently.

,.i i) on use.ofcompeti ng technology .........
This will be an incenti ve for

cdevelopingand posi ti vely selling

the. licensed . technology.

iii ),Roy"l ty based on t ota l, sale ... Thi s would save

the monitoring costs of production

by the licensee and would be useful

in diffusion of technology.
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Case 11: Exclusive Patent CrossI.icenses with Grantbacks

(1) Summary of the Case

III Company AisaUS firm and isa dedicated maker and

the' second large'stseller of· product X in the United

States. Their sale' of product X in Japan is

minimaL'They<own .prooeaarpat.en t a (Japan and US)

covering certain technologies used in manufacturing

·productX.

.. Company Bis a Japanese fi'rm. makes, product X and is

the largesit seller of product X in Japan. Their

sale of product X in·the United States is minimal •.

They own process patents -(Japan and US) covering

certain technologies used in manufacturing product

X.

.. Companies A andiB agree to cross-license one another

to practice their relevant foreign patents .

. (Condi.tions)· Exclusi ve license wi th an exclus i ve

grantback clause.

(ex. B makes improvements on A' s

technology ~-,Bassigns US dghts to

such' improvements 'to -A)

If a party makes patentable

improvements to its own patented

technology, t'hisparty will grant the

other party an exclusive licence to

enable the other part'y t'o practice

such improvements in t'he other

party's home country.

(ex . Bmakes improvements on B 0 s

technology ---7 B assigns US right's to

practice such improvements in US to

A)

A and Bagree't'hat regardless of

which technology was used in making

X, X will not be sold in the home

count'ry of· the other party.
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In sum, k.is granted an exclusive right to

practice: both A's and B' s technologies and all the

<improvementsmade:'on them in the United States,

while B is granted the rights equivalent thereto in

Japan.

(2) Discussion

(V Discussion Ls limited to the effect of license on

the UnitedSta.tes commerce. The other points are

the same.as the analysil;in domestic context.

~ The ·tec.hn.ical t r ans f er appears :.not to be a sham,

and the Rule",of-:Reiison ana;Lysis is applied.

o .Step.l: Analys·is of technology market

As.thereiiJ;e hardlYiiny alternative

.technolo.gyto :the licensed technology for

manuf ac turevof X or an.alternative

product to XfA's acquisition of B's

technology may,be considered anti-

competitive. If s uchvi.s the case, then

the following points .should be

con.sidered ;;<hether or. not the license

intends to create or enhance market

control, or to ..facili.tate its exercise,

whether or not R&D efforts may be

expected t.o bring'iibout the competitive

technology withintw.o years, and whether

.or not the peripheraltechn.ology c;an

prevent any. a t t emp t ate.xercising the

market contr.ol.

(j) Step 2: Analysis of another market (product market)

.Since Bhas sell X... .' ·.. ···..·············1"'..
manufactured using their .own technology

within the United Stat.es (because of the

exclusive license}, it could exclude all

thecompeti tionsbetween A and B

regarding X's sale in the United States

which may exist except f.or this license

agreement.
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t about

competit:ive harm may be offset

ocompeHtiveeffic

by<this license.

Restrictions in this case considered

Accordingly, i tdiscussed whe t he'r or not

A can (singly or jointly<with another

seller of X in US),reduce the production

and raise the price ofX.

It then discussed whether or not the

agreement between A and B not to license

their own technologies to third parties

will create the market cOlitrol in the

relevant market concerning<X. Probably,

there is no market control.

(Since B is theseCOlid largest us seller

of X, there is at least oriercompeti nq

processtec:hnologyus,ed in producing X

sold within the United States. There are

pOssiblY other>techno16gies.)

~ Sfep3: Analysis of vertical 'restraints

Cross licensing is equal to the merger of

A and B<inthefechnology market and the

market relevan'ttoX. If there is a,

'likelihood of' collusion, it would have

been detected in steps 1 and 2.

If' there is a likelihood of anti­

competitive exclusion by the agreement

between A and B by not licensing their

technologiestofhird parties, it would

have been detected in Step 2.

~' Step 4: Competitive benefits to offset anti­

-oompe t Lt Lve harm

It is examined whether or not the anti-

P. 28

procompetitive are'listed below.

i) Grantbacks, especially when the

license is ndn~exclusive
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ii) Granting rights to future improvements

by the licensor.

This will protect investments to . the

subject:technology made by the

licensee.

iii) Exclusivity: Maximized. ret.urnfrom

Lnve s tments in R&D .ac.t i, vities ..

Case 12: Know-how TechnologyT·ransfer. Agreement wi th

Exclusive territories

(1) Summary .of. the Case

.. Company.A ..is a; small \jScompany and possesses

know-ehow used in production of product X. It does

notexpor:t.product· X.

e" 'Company .Bis a.largescale mUlti-national company

b asad in West Germany. While.:tt does not currently

produce product X, it produces .reLat ed products and

de.sires to ma.nufacture· and sell X within EC.

.. Company C is a large Japanese company currently

manufacturing eX, but ..its market share in Japan is

small:. Its.market.share in the United States is

smaller than that,

Company C believes that· Company.A' s technology will

Improve their efficiencY and;quality of X.

.. Company A has entered a te.chnical.transfer agreement

·offering·know-how to B•

. (cond Lttons) Term of agreement, 20 years

Company Bshall not; sell X in US

during'. the term of .aq r e eme nt;

irrespective of. whec he r or not A's

.uaed,

$ Company. A is negotiating with Company C regG\rding a

s.imilarag:J;eement.

Company cas.sertsthat sale of ..X by Company B should

ebepr.ohibited in Japan, Aus t raLi a ..and East Asia.
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(2) Discussion
~-(2:; The case was studied "limited to the effect of the

license on us commerce. The other points are

similar to analysis in domestic context.o Since Company C believes that A's know-how would

improve the production efficiency' of X, this know­

how has commercial values. If this license is not a

sham to hide cartel among A, Band C, then the Rule­
of-'Reason analysis is applicable.o Step 1: Technical mar ket

Limi ting the sale of X manu f.ac tured using

C'stechnology in the United States can

have the effect of excluding C"s

technology from the' United States.

If there is only onetechnologyaliailable

besides A's technology,and C's
't'echnology is only slightly inferior to

the others, then the above a.sSumption may

become true.

However' if there are many other"­

Competing teChnologies or,i f C's··

technology is conside r abLy inferior
(which is the fact ,in this caae), the

license is not anti-competi t.i.ve,

(_4) Step 2: Other markets

Regarding the agreement between A and C,

its possible anti-competitive effect on

the sale of X,inthe relevant market was

studied in the event that A and C merge

before concluding the license agreement •

. Restriction on territories regarding

competition betweenB andC cannot be

expected to affect US comniercedirectly

or substantially. US Anti'-TrllSt Law does
not have jurisdiction.
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® Step 3: Vertical restraint analysis

Steps 1 and, 2 have" a Lr e ady cons ide red

whether or not cQllusionor exclusion of

competition by Band C will create or

enhance market control or facilitate

exercise of unilateral or collusive

market control in the United states.

It was considered whether or not the

license in this case results in anti­

competitive exclusion of the competitors

from the relevant market (by refusing

these companies access to us production

or distribution facilities required for

use of the competing technology) or from

the relevant market of X (by "making the

competing technology unavailable"). The

presence of Band C in the United States

is small, and the posssibility of anti­

competitive exclusion is extremely small.

Ii) Step 4: Benefit of efficiency to offset anti­

competitive effect.

If the license, was judged to have anti­

competitive effect by restricting

. production in a certain market or by

increasing the consumer market in the

United States, then it is studied whether

or not the benefit of efficiency of this

license will offset the anticipated anti­

competitive harm it may have.

Procompetitive restrictions in this case

are discussed be

i) Restricting X's sale by C in the United States

A creator of know-how is allowed to

actually refuse its transfer if the

proposed transfer is expected to decrease

the know-how value. Prohibiting C to sell

any X in the United States regardless of
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whether-arnot X was produced by using the

licensedknaw-how is quite useful for

mon Lcor ing whether the license conditions

are being observed or_not, and will result

in encouraging know-how transfer.
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Software license agreemE!nts.oftencontain
provisions restricting reverse engineering
.(RE). We studied the reasonableness of 'these
restrictions with a particular emphasis on (i)
the objectives of RE in companies, (ii)
statutory rules and past decisions related to
RE in Japan, (iii) examination of legal I s sue s
involving .~cts in varioBssteps ?fRE execu­
tion, and (iv) problems which may arise when
such acts are prohibited, and we discussed the
re~sonablen~ss ?~ r~str~ctions on RE in.Jap~n

from the 'viewpoint of both the legal principleS
of software protection and maintaining fair
competi tion.

1. Introduction

Software sale/pur9hase agre~ments (such as Shrink­

wrap agreements) .or software license agreemE!nts .of t e n

co~t:ai~ aprovision restricti~greve~:;e engil"leering. From

the viE!wp,?int of thE!leg~l prin9ipl~",of "'0J:tw~re

protE!ction and maintaining fair compE!tition, WE! studiE!d thE!

.Japane:;E! law.

2. RE!VersE!EnginE!E!ring ActivitiE!s in CompaniE!s

(A) RE!vE!rsE! EnginE!E!ring

(1) RE!VE!rsE!E!nginE!ering (hE!reinaftE!r. RE) gE!nerally
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comprises analyzing third' party programs and abstracting

ideas from the programs (reverse analysis; hereinafter
RA), and using the abstracted ideas to make up ane~

program (forward programming).
(2) Programs are usually stored in mediums such as ROMs

and floppies in the f orm of object codes. In carrying
out RA, the object code is reverse-assembled and

reverse-compiled to obtain a source progrounwhich is

legible by humans; The source program is then dumped

out and analyzed to abstract the ideas Tn the program.

The process up to this stage ,is generally called RA.

(3) Thus abstracted ideas are usually used for making a

new program having equal, better or similar functions

(which is called forward programming), but the

abstracted ideas are sometimes used for other purposes.
(4) REin companies is performed Lniver Lcus vand

versatile mannerS.

(B) Objectives for RE Activities

RE' acti vi ties are carried out, for the following

various objectives in each company; The objectives (l)

through (3) are mainly RA, and (4) ~hr0!lgh (6) are RA and
forward programming.

(1) For facilitating use of a purchased program

A purchased object program is often reverse­
assembled to a source program in order to use the
purchased proqr am on the purchaser I s computer. More

concretely, REis performed f()r'the followingpurpos~s.

(l) Investigating program functions and performances

(2) Detecting and correcting'bugsand eriors ill a
proqram

(4) Modifying a program for use in another type of

computer

(2) For mar ket surveys

Based on another company's source program or Oil

ideasab~t.facted therefrom, the company's product (which

254



P. 3

idea or~algorithI)l is

This m",thpd aChieves

can be the program per se~r a product inclqding said

program) is evaluated. The market trend may be learned

from such evaluation. The material t nus o b t ai ned may be

used as the basis for the planning"nd developI)lent of a

new product.

(3) For determining infringement by other· company

By s t udy.i n q ithe vobject; program or ansource program

obtained by reverse-assembling the object program, one

determines whether or.vno t t he iot he r company's pr oqram

infringes the copyright of one's progr"m.

-Analysis of thespurceprogram can be performed by

the analysis of hardware to detect infringement of on",'s

own patent(s).

(4) For distributing programs with equaLor better.

functions, or similar functions

A new program is prepared having equal or better

functions than or ..similarfunctions to the ideas

abstracted by RA or the original program specific:ations

or .functions. The new program then is distributed or

incorporated ina product with similar functions or in a

compat.LbLe product for sale.

(5) For use in.preparingother programs

Ideas and algorithms which have been alostracted by

RA ar e classified. and filed as r e f e r e noe s for f ut ure

programs. In writing .a program" an

taken out.pf the a<::cumqlated file.

'efficiency in program preparation.

(6) Fordistributingcrelatednprograms

If the oz I q i na L pr-ogram .I s an. os (Ope r a t i nq System),

RA is pe r f o rme d to acquire interface infor-mation.and to

prepare application programs for distributipn. Based on
•• •• • ••••••• n •••••••••••• 1..........·.·.·

nformation, a program for

another system tp be ... interfacedcwi th a product

incorpor-ating the or-iginal pr-ogram.may b",prepared and

distributed.
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Irrespective of the objectives of RE, companies

aim at
(1) improving their technical level, and
(2) developing products better than the products in the

market through these RE activities. As it promotes
competition among companies and technology development,

RE is considered useful for industry development.

3. Review fiomthe Standpoint of Legal Principle of

Software Protection
(A) "Computer programs are afforded protection by the

operation of the Copyright Law and the Patent Law "in Japan

as are in u.s. The current status of RE is as follows.

(l) Copyright Law.

The 1985 amendment to the Japanese Copyright Law

iritroduced provisions for protecting software programs

under the Law in view of the inherent characteristics of
the'program. However, no provisionS on RE were
introduced although RE on programs had been practiced

since before that time. (This is also true of the~U.S.

Copyright Law.) Since the amendment is regarded as

merely having confirmed that. programs are copyrightable

as' authored works, and since the Japanese Copyright Law
had not originally considered technology, such as

software program, as ari object oFprotection, a

provision on RE' was not unreasonably iricluded.
(2) Patent Law

Article 69-1 of the Japanese Patent Law provides
'that "effect of patent right does not extend to patent
inventions carried out for test or research". It is

"'" m"'.".....'!'".'..~'~:'-" ..¥ understood that the Japanese Patent
recognizes RE for technology deve also
true of the Japanese Utili tyModeF Law.)

(3) Law' regarding' circui t" arrangement of semiconductor

integrated circuit

As the Law regarding circuit arrangement of

semiconductor ICs provides under Article 12-2 that the
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"effect of the right to use circuit arrangement does not

extend to the act of manufacturing semiconductor' res by

using registered c i r c ui try for analysis or e vaLua t Lonv ,

it is widely understood to recognize RE.

(4) Decisions

Although there· are several decisions deeming that

clead-'copying or an act close to dead~copying,infringes a

copyright ,there are no cases' where the judgement was

directly related to RE.

For instance, the Microsoft v. Shuwa case which

considered copyr dqht; infringement 'issues determined .that

reverse-assembling an object program for personal

computer to obtain'a source program and distributing the

source program as a publication was an act of

unauthorized reproduction. This judgement determined

the whole process up to distribution of source programs

as a copyright infringement, and thus cannot be relied

'onto determine all the acts of obtaining a source

program' by reverse assemblycons'ti tute unauthor i zed

reproduction.

There are several decisions which held that the sale

of dead--copies brof programs close to them for video

game' software" was illegal. 'No decis.ion directly

concerns RE.

(B) Examination of Reasonableness of Acts in Each Step

ofRE

[1] Dumping out, reverse-assembly', and reverse-compiling of

obj ect progr ams

(1) When carrying outRE, a program stored in a ROM or

'floppy disc with an object code is reverse--assembled or
,." ...." .... ,.." .",

reverse-compiled and dumped out to obtain in

order tomake<it legible by humans.

(2) Based On the interpretation that these acts are

subject tbreprod uction , translation or adaptation under

the Japanese Copyright Law, there is a view holding such

a.cts as violation of the Japanese Copyright Law.
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(a) Reproduction by dumping out, on the other .. hand,

(i) does not aim at creating and keeping the

reproduction of an expressed program as defined in

Article 2 of the Copyright Law, but

(ii) is merely an intermediate step which is a part of

the process carried out to learn the idea incorporated

in. the program, and is merely a means to learn. the idea.

(iii) The .ac t in itself wi.ll not impair the copyright

interest of the author of the originalprpgram.

Therefore ,.i t cannot bea reproduction as defined by the

Copyright Law ,.and appears not unreas.onableto deem it

allowable. If' such a means were to be prohibited, .then

it would become impossible to detect a third party

infringement as discussed in 2 (B) (;3) above , It would

there.fore be unrealistic to prohibi t such an act as

dumping out by deeming it as ,duplication under the

copyr i ghtLaw.

(b) Conversion by reverse-assembly or reverse,-compiling

may also be permissible since it is an act of transform­

ing mechanical language, the object code, to a form

understandable by humans.

(3) Against the above. opinions" a program owner may

argue that a program is definitely an authored work

because it is defined so under Article 10 of the

Japanese Copyright Law despite the fact a program is a

mecha.nicallanguage, that its conversion is· therefore

illegal, and that such conversion should be performed

only with a license from the owner.

On the other hand, however, there is. no guarantee

that the owner would always grant a license. Therefore,

accepting such an argument is considered equivalent to
bi ting RE per se. ·········,·····..······..······ ..········fii"•.'

(4) A program owner may consider it unneces s ary to

disclose the content of a program unlike other au t hored

works since the program can be fully utilized without

the knowledge of expressions used, in the program.

However, as long as programs can .be pr.otected under
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the Japanese copyright Law just like. o.ther authored

works', users should be allowed to know the contents of

expressiOn or 'inheren·t Lde asr.iand.it.he r.e f o re dumping out,

r'e vers e-cas s embly and r e ve r s e'<comp.i Linq made for such

purposes should be considered permissible.

[2J Abstraction of ideas

(1) To abstract ideas by reading such a sour ceiproqram

as obtained by reverse-assembly or reverse-compilation

creates no problerns under the Japanese Copyright Law.

(2) Because the copyrightisforproteqting the

expression of a progr em..wh ich 'is anta u t ho.r e d. work and

not for protecting the ideas , .the Japanese Copyr.ight Law

is not considered to' prohibit abstraction of ide-as.,.

[3] Useof.abstractedideas

(1) .Iriusing· the abstracted ideas ,the above' mentioned

use of ideas without forward programming does not create

.:a' problem under the Japanese Copyright Law •

(2) Ideas are sometirnesproteceedbythe 'Japanese Patent

Law or the Japanese' Utility Model Law. There,are also

cases where software is r e'Latedrto hardware ,to .obtain a

patent right; Le.the patent reLace.dito QthelTo Game

(Japanese Patent No. 1085441) and the patent related to

f;unction·,of award processor (Japanese Patent No.

1438043) .

(3) Ideas nOtprotectedbyapatent,etc.i i;e. those in

the public: doma i n rImayrbe used freely;

,(4) There "ar e vcas e a where 'it. is:diffiqult to draw aline

. between an idea and 'ane'xpr:es'sion. Therefore,it is

to take s uf,f i car e

since one may unintentionally end up using the

expression.

[41'Wri'ting function speci'fications based ·onabstracted

:i'deas

(1) Function specifications based on abstracted ideas do
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no t vcr-e a t e probLems : under the Japanese Copyr ight Law"

(2) HoweVer, since function specifications per se are

documents and thus authoredwor ks, if the person .wr iting

the specifications had access to speciJicationsrelated

to the or iginal progr.am and. wrote f unc t Lonvape.c-Lfi i c a-.

tions which are similar to the original one, his act may

be deemed as a reproduction, andisl:ikely to crea t e

problems.

P. 8

[5] Writing programs

(1) Forwr iting'a program based onfunctionspeci.f Ica-
t.i on s ,oni= 'firs'tpri=paresa ,flow.chartan.d t hen rper forms

coding. If the' new program .do'esvnon resemble the

or ig'inal. progr.am ,ther'e is 110 problem. On :.the other.

hand, if it is similar to the original program, then it

may be questioned whether or not writingtheprogr'!m

,falls sub jec t to reproduction, translation or adaptation

of. the o r-i.qi.n a.L .proq.r.am .

(2 ) However ,. ',wr iting a program . similar to t he., or ig I n a L

pro.gram is.' aLkowabLe as far '!s its.objectiveisto

facilitate -t he owner of .the reproduction .t.o use the same

for the owne.r.ts own computer (Article '4.7bisoJ; t he

Japanese Copyright Law) or.. the owner is licensed by the

copyright owner of theoriginal.program;

(3) There are·caseswherechoices'.ar.e limited for .sorne

expressions of a program for an idea or algorithm, and a

part of ..a newlywr itten progr:ammay resemble a par t of

the original program. If,the"similar,par:t do es not

cons ti tute:thepr inc ipal par t Of:,·theprogr,am ,:asa whole,

then such s i'mi-Lari ty' is consLdered -:permissible.

that· acts of

(Cl Examination in View of Conformity with Patent Law, etc.

(1 1 Aprogr,am ,embodies.teGhnolo,?xor ,technical thOllght

and RE is essential for its advancement and devi=lopment.
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The Japanese Patent Law or the law ~9n~erning

circuit. arrangements of semicopductor ICs'i s considered

to genet ally approve RE for .. technology advancement and

dev.elopment. More concretely, .. Ar ti c Le 690f the

Japanese Patent Law (Article 26 oft\1e Japanese Ut.ility

ModeL Law) provides! that .t\1e e f fe c t; of a pat e nt; .right

(or of a utilUy model right) does not; ex t end to

implement!ation.ofa patent (utility model) for tests or

research,and Article 12 of; the law!c9ncerning

semiconductor IC o ir ou it; ar r anqemerrt a vi s interpreted as

also approving RE.

(2) If!RE is not pe r mis s.LbLe undar -t he Japanese

Copyright Law, U would lack conformity with, the Patent

Law and other laws.

(3) "supposing that an Lde.av contaLned iLn aprogr",m is.

p r o tec t ed unde.r!:heJapanese Patent Law arid its

expression is protected. ullder.. the Japanese Copyright!

Law, an attempt to abstract the idea of the program by

RE which is.not.·pr9hibited; unde.LtheJapallesef Patent Law

will ..s ucoee d- onlyaft.ert.he. proce ss of learning the

.cont.ent; of theprogr"mbyreve!p;e7engineering haspeell

conducted.

(4) If RE .with respectt? the program isnotpermi tted

under the .:rapan.ese C;opyr!i.ght Law,' i tis impossible to

.abstrac t the idea sinc.eone.can.not.learjn. the . content; of

theprogrjam,.th us lead i(1g.to .. the unreasonable; re s ult

that RE .whi<::.hJ;s not. prohibited by the.:rapanese Patent

Law.c",nnot. h.ej.performe¢!.

(5) Thus'iRE aho uLd noc-be proh ibIted under the

Japanes" Copyrig\1tLawin vi"w ..Of Us confo rmity with

!the.. Law,
••••f'"' "'.'.f.' ..

(O),f Examination in View of the Fact that Expression Is

Protected .byCopyright

(1) The ;.:rapanese.Copyrj!ghtL.aw aHords pr o tie c t Lon to

expressions ,.notiq"as(,!",s stipulatedi (1 Ar ticle2

pert"ini(1gtoauthqred wqrks- ~rticle 2 providesth",t
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"an authOred work is creative expressions of an idea or

emo t Lon and belongs to the category of Li t e r atures

science, art or music". '(Section 102 (b) of the US

Copyright Law provides that ideas are not subject to

copyr ight pro t.ec tLon .)

(2) Therefore, an idea per se contained in an expression

is not copyrightable, ahd abstracting an idea from a

program is not Illegal: Use of an abstracted idea,does

not create problems under: the JapaneseCdpyr ight" Law.

(3) It an abs t r aotediLdea is' paLenLed, iLs use is

subject to restrictions under the Japimese:patent 'Law.

Since the idea is not patented and is in the publIc

domain, it Can be used freely.

(4) An algorithm contained in the exptession ofa

program is not subject to protectionul1der the'Japanese

Copyr ight Law, and t her e fo r e can be used freely (the

Japanese Copyright Law, ArticlelO'-3).

(E) Review of FaiJ:: Use' under: the: Copyright Law

(1) Articles30'- 48'of the .rapanes'e COpyright Law

provide restrictive rights with respect to private use,

etc.

Atticle 47bis contains a rprovLs Lon similar to

Article 117 of the uSCopyrighLLaw. It:aHows

reproduction and adaptation by an owner, ,of:' a dup.Lfcat;e

program for his' Own 'computer ,but it is 'not 'directly

applicable to other duplications and adaptations

LncLud i nq RE. (Section 107 of the uSCopyright"Law

allows fair use ,which is' considered as a basis to

regard aduplie:at1onfOrRE permisSibleasa fait use. )

2 As Article 1 of the Law s

that "aiming at protection of authored works, etc. while

paying attention ,to,fair<.use ,o.Ls.uch cliltutalproduct5'­
etc.", and as a program embod i e'a.iteohnol.oqyto'r technical

thOught and RE is us'efuFforTmprovingprogram

technology andthe JapaneseCopyr'ight Law cove rs

programs, acts inREdiscussed in(B)aboveshauld be

allowed.
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ofassumes·the for e s t r i c t Lon.ioncr.eve rse

4; Review of Fair.' Competitions . under .the Antimonopoly Act

(1) As discussed above, a program embodies technology

or technological idea, ;andfair compe t Lt Lon vi.s ess.ential

for technology' development • While. protecting the

first developer's interest is necessar.y,prohibiting RE

will result in re s t rIc t Lnq vf a ir competition, and ..·in

arresting technology development. Therefore,

prohibiting RE is not desirable from the ..pointof

industrial policy.

(2) Although the Guidelines of the Fair Traqe Commission

published on February 15, 1989 and discussed by the PIPA

Committee No.2 elsewhere do not refer to software

licensing directly, the summary of the interim report by

the Study Group of Technical Transaction of the Fair

Trade Commission dated July 28 ,19sSst<l t e s , int.era~ia,

regarding software lice.nse agreement>that ".some .consider

reverse engineering; to infringe the copyright, and this

point should preferably be. c Lar i fied. 'But if reverse

engineer ingwas. to be re.stricted ii t will.· hamper

t.eohnoLoqyvdeve Lopmen t; and seriously affect fair

competitions. .The scope of copyright infringement

should be inter.preted r.estricti vely • Even if

A proposal has been made to amend the Copyright Law

to providethat:RE is lawful. (pr'oposal by AIPPI Japan

Chapter, April, 1989.)

(3) LacldngexplicitproYisions in the Copyright Law or

judicial.precedents.,the.re should> be no need..to prohibit

RE which is useful for industrial development, and there

is' a reason.' to consider RElawful.

proper e xe r cisei.of.it.hejcopyr Lqht; ,there still .Ls a

possi bili ty·that· I tmaydevi;<lte.from the,;intent. of the

system of technology protection and mayr.esult in

hampering .fa i r competition': . Thus , prohibi ting;RE in

license agreements is cone i de r e.d vunde s Lr abLe also f rom

the viewpoint of the Antimonopoly Act.
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6 ; Conclusion

As discussed above, despite variOus issues

concerning RE,

(L) ·thereare no re a aons: to understand that 'RE is

prohibited by the Japanese Copyright Law or ·.theJapalfese

Patent Law;

(iii Providing r e s t rLct.ions onRE ina license -agreement

for a program, etc. is highly likely to be regarded as

an. unfair trade. practice under the Japanese Antimonopoly

Act.

Therefore, wecarinot ·finda r e a.son . to :permit prohibiting RE

in s a Le Zpu r c ha se agreements ofa.program or Lnol i cense

agreements for.aprogram.

This paper iswr·ittenbased·on the premise. that

programs arept6tected by the Copyright Law,but does not

discuss the rights and .:wrongs of protecting proqr amsrby the

Copyright Law.

The views given are those of the PIPA Committee

No.2, and it is believed that many Japanese companies will

agree with us.
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Supplement: . On Isolation Booth Method

(11 If'a new :programwhich is su f f Lc i en t Ly creative is

written based "Onanideawhich had.beenahstracted.by RE

from an 6riginalprogtam,there.· stilltemain problems

under' the Japanese 'Copyright Law if· the 'new program

resembles the 'original' .proqr.am as discussed abcve,

(2 I Isolation Booth Method was .corrt rLved .. in order,.to

resolve tib Ls vprobLem, By isol'atingtheperson who

the:'idea RAof ,.theoriginal the
...................1:0·······

person who wri tes"the : newpt,og'ram:basedon

a bs t r'ac t ed r.idea ,' an attempt is :made to'prove the

person who writes the newprog'ram cr'eatedit originally

with6ut:accessto theoriginalprogtam. Thus, the

:copyiightlllattets are cleared even if the new program

ends up as being 'similar, to the original program.
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(3) However, even according to this method, there may be

problems in the following instances:

(1 Works made under the name of a legal person

ib The original progr"mis>famo,us"nd ;.:ide:Ly known

(4) Ask for ~, this may be resolved by completely

isolating" grClup whLch cpnd'tsts RA ,<;lnd"l'lClther group

which writes a new program, and separately giving

directions as well as supervisions to both groups

(incorporating them as two different legal entities, if

possible).

(5) Ask for (~), this may be resolved by preparing and

archiving data which verifies each step of RE to prove

that a new program was originally created by

sufficiently original activities based on the idea

abstracted by a separate group using RE but not by

access to the original program.
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Adverse Effects'·:Of Reve.rse Compilation::On CommerciaL: Rights of', the Originator

Recent' p ropcaaLscto-fl.egaId.ae reverse: compLka t.Ion have. used .na t.LonaLe
r'p:fcp...- <3.t~:~~p~:.~o; 51:i.sgutse., t he ,true, c0tmnercial reasoIls forthe. re'Verse
c-ompilation process. "Th'ese proposals have no basis in law or 'equity,
yet are:' attempting .t.o make-major revisions to long established copyr tghr;
p r IncLpLes ,

In particular, proposals have been advanced: to legalize the verbatim
cop!iJ:\g and.iadapt.a t Lon ,~}~"endaIlt to thepr()Tess, of 'rever s e c0tripilation.
The rationale offered for' this legalization- is that a competitor is
errtLtLed vto extract: ideas present in .rhe 'program: code,' that' reverse
comp~la~J?~:,i13,,_a,:u~airuse,n th<!~,,:any copyf.ng d()n~ .dur Ing reye~s,e
cumpilation is' "de minimus," that the proper quid pro q~o for copyrigh.t
p ro'tec t fon. is' ,full'disclosure-, 'and: that ;:competit'orsrshou1d'have:ac.cess
to ,protocol~:_,and interfaces,parti,C:t11ar~yfor. wid.ely used programs.

These arguments veil the ultimate commercial intent of the reverse
compf.Lat.Lonj nalIlely,'t,qtnak~.pr()fits Jor t;tv~ ;reve'r"se,:c~pil.er by quickly
generating a' 'progr-am via copying and adap t'a t Ion of the original work,
which .adap.t a tIon. compene s. with -che.icr-LgLnaLrwo'rk- and is available at :<:1

~9~e:~:¢Q,stdue to ..r-eLatLveLy ~,inlm~;",dE7yecloP,rne~,t pof;,t,~.: Such a,prop,c:>s­
al tampers with the careful'balance of rights set out in the copyright
law. This balance prOVides an incentive to drive the programming
industry" t:(),cre,a,te ,or~~ipl:l~.,wor,~s :byp,rot~ctingtp::e,__,copying o~ ,ex:pres­
sion in the original work,' 'while permitting free useof'the underlying
tdeas-dn the work.

In point of'fact,'r~~~rse ~6mpilation' is 'tlo'f{tl.oi":'shou'idf't'be)a ,ifalr
1.l,se"':under'"the'.law',: :its' effec tvupon the :original .pr-ogrammer- is not de
lIlinilIlu:!;;':, :.;inq" ..,Fpe .. ~_Reqs;.-~~~~~~,!~ng::~he'1'!p.gram. :~re .,;re,Cid+ly. ~vailabl,e .. from
other source's. The quid pro quo argument has' no basis in.-'law or in '
equity.' cLaatLy,::,the:pro'to'colaccess -a'rgumerrt ,:.ifaccepted,,: would ensure
that .~h8s,E7,few p rog'rama "thClt at-e highly., profLtabLe , .~il.~,.l>e .. s Lgn-l.f Lcant;-. .
1y less so.' .. ,

Introduction

What aot Ivates'<a -f reeLance prog'remmer- or' a' private'icompany--'to"expend

significant energies and monies to create an original software product that

technically can be copied by the flick of a,cons()~,E!:!~ey? 'lo1h'yd<:)~.:~o"~P~":~J~s::'

spend billions of dollars or yen or marks, on software research and develop-

hardware and -serv-tce leveU;,:but~'also:atthesofewaeed.eveLt-

The risk of not making a fair return on an original software product is

higher than the comparable risk for hardware. In this regard, to copy a high

level mechanical or electrical apparatus, some form of reverse engineering of
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t:."l"1~.apparat,tl,!:>;:is,t:ypic~!:l:-Y'· pe-r:~.9nned. Such r-eve r se engdneerdng .of the

apparatus will almost never be sufficient to manufacture a product of similar

quaLttyi t;o theori'gina:l. Necessary.' tolerance Lnformat.Lon., manufacturing

processes and. ~I1ow-howca~mot be gleaned;Jr9~lt'tl~ typi:¢~l,'J:ey~-r'~e.en~,iI1.~ering

analysis • Moreover ,even with all' of the necessary d.nfo'rinat.Lorr.cto.imarruf ac-'

ture a quality product,manufacture cannot take place without an'installed

quality:"-controlled-manufacturing line~

a ' key on

a keyboard'.' This copy is 'an exact' reproduction and: wilL function as well as

the original. 'fh~~e';'isrio ri~~d.-'f~): tdie~a~ce or--:';fuan~'{fact'urihg':':p.r6cess

Lnfo'rmat donj-vor.can. Lns caLl.ed rp roduc t Lcnd.Lne , The, investment: .needed. is­

minimal. H~wevei,"-this 'copying ilDP1tc:at-~k"'t'ile copyright' 0'£"the program

creator.

It. is th~,'la'Nq:(.c'oPYr'ight that gives the prog~am::,ci'e-kto:t"'thelegal

right',to.co~trol and ico prevent: the, .copyLng -of. his work. "·It,, is-the .Law-of

coP.'Yr{ght:; tha:t; ..a~lows th~'P~.bgi~.m'cr'eat:()r't'o. pr'()fit::':frotn' hl~ ()rlgiil~l' "expres­

sion of .an-ddee,'

~The:'lavi' ~i- 'popyr~~ht Js. 'inipli¢~,t'~d,:l.n.'p.frt:.ic4Jk,r, f,o~ the a'ct'of

reverse compilation. Reverse compilation is the process of transforming" an

object codevfo'rm-of a prog'ram into a source code o.rpseudp~code v,~rsion.. The

copier aiay ctihenc.use this:source code to .creace. 'a var:iety: 'of: different ·types

bi °disgJ1s:dd' ·"~nd.';undl~gu~sedadip,t:a~ion13~,'h/.~.~t'ta.~;~'ing:"prb'g·C::~~~~.g"UlOdtites

fromthe'sou rce.vcode , -byvtr ans1atdngcthe or-Lgdnak. program ':int.oio t.he r' .compu t er

ian'gu~ges,";by '~hhstitut:::l.hk Syrib'xlYm' code, by thkhging 'kemory'addresses"and

register designations, and/or by reordering the program. But, the reverse

compilation process requires the making:ofat;least one, and frequently

multiple, copies of the original program. Such copying violates the program

c reaeor.t s right: ;t,ocontrob 'copying, and.radapt.atLorr-of :hiswo.-rk.

Legal Copy.ing:· A ,Compulsory :,License

code-line is a, violation'of,'copyright under national ·copyright .Laws

2
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· 1throughout- the world: These laws uuLform'l.y.igdve. uhe- program-cr eacor the

r-Lghu-Locccntro.L the copying' of; hiswo'rk'... Howeve r.c ccer-ta Lrr .companfes. and­

individuals' have pr-oposed. modLfyIng: t hevcopyrLght;' of.:the: o:riginaLprogram

cxeaco'r to permit' -jus t . such .Hne-by-Ltne copying of. a- prog:ram:during the

process: of. r.ever sevccmpL'l.atLonvt;o facilitateadaptionor modification." The

propoaaI -Lscb aaed 'on- the: 'ar-gumerrt that becauser copyr.Lght; does not protect -t/he

ideas in a work but only the expression, .compe t Luo ra: should have-.a.rrIght to;

ext.rec t any- ide-a's' that- might- be contained .Ln. the,"program 'expres s Lou. even if

this:m.eans dnfr LngLng.rthe.coz-LgLna L. creaecr.t.s copyrtght; , Tha-.ar-gumerrtvadvanced

is chat; so Long-cas .t.hev r.esuLtdng 'adap.t,ed}~or;modified,programhas enough

_changes Ln the-u'l.t tmaee codLngv. it:cis not' .subs t ant Lal-ly efmfLar. to: the:'

original and thus not 'a vdoLatdon-of co:pyr-ight:., ,

This proposal would convert a carefully balanced right into a nullity.

Rever'se Compflafion arid U.S. c?iw~lght t1:~'

'The"basic copyright. g'ranted-underi llvg ,'. law:: may-be summarized 'as fo l.Lowss

17US.C. 102(a}·provid~acopyrightprot.ec t Iom to' ..original works of

aut.bcr'shdp cfLxed .Ln .any.vtrangdb.Le. meddum.rof; expr'es sdon'",

17U.S,C.106 defines the copyright owner's exclusive rights as,'(l} the

r-Lgbtvt.o.vreproduce the,' ccpyr-Lghted. work, (2):-the right 'to prepare derivative:

works .baeed uponthe-,:copyrTghtedwork,'and" (3)':the'right ',to:distribute:,::copies

to the public by. sale: cor: :other -t-rensfer ,

The:rationale for,'p,rov,idi.ngthese exclusive rights, to 'authors-is :to

provide,' a monetary dncentdve rto rcr-eeee original: works:' .of .autrhoriahLpr.and.ran;

Lncerrtdve to: .dtacr.tbute .t.hoae 'works,fpi pub'Lfc. enj oyment:'.This' compor-trs.wd th

the .vision expressed in the U.S. Constitution that creators are to bevgrantred

exclusive rights for limited periods of time. This is the incentive for the

original investment.

,Philippines
(T~~w:~t1):'_ :~~,t1gFPj~.1re,~pa~~,,'HIl,~te,(l,~ingdom,~, an~, ,Un:i-t,e,4" ~,ta.~,~~" ,.(){,Ame~.:l~:a 0,,:
See also the 'Proposed' Council Directive on the' Legal Protection of Computer
Software. tfromxhe-Europaan: Communities.

3
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'Ihe ccopyrttghtrpr.ovdded: t o cautihor-s under the law is finely,' balanced' :by

the e t r'Lc tnrre in 17 U.S.C.l02(b},that uIn no-case does copyright, p rot.ec­

tion~':.;'.extend to:any Ldea ,",",II A 'further' ba'l.ancdng . -is' prov ldedv Ln that the

autborv s: copyright'is, in, fact," an', exclusive: right .to 'co,ntr,oLco,pying', of :his

work. Accordingly, a secondwo'rk cannot.tLnfr lnge ebe: copyr-Ight; on', a- "first

work ::if, the, second work is" an' original ceeee ton, auchor.ed. without:"acces,s,;:to;

the first.work"--' i'.e., if there is no copydng,.

A reverse. compilation right Iraa cbeerr: advocated by some since the passage

of the 'Copyrigl1t'·Act'in .'1976;. However', in the only- maj orcamendment; .ro the

Act to deal with:' software .copydng. issues:~t,:,the -U-;.S:·~ Congress authorized in

17 U.S.C;1l7 only .ebe making of .anotiher copy, o.f-.a computer program by the

legitimate owner of a copy using tbe: following: language:

" •.•provided that such new copy or adaption is created as an essential
step in the utiliz_~ti:pn,,0J,~h~ ~o~puter pJ:0~r~1l1fn coujunc t Lon with a
machdne and that -:Lt· is use'd:..1:n':no,'other manner •••n

This .narxow'lyrc.LrcumscrLbed right' p rovLdedet;o owner s of ·programcopies;wa:s

p rerafaed.ccn vrhe.vfec t that'. mos't; ,computers'.wi11 copy the:,prog'ram:' into' memory as

an automatic step in operatdng nhe prograra, Thev amendmerrt to 'the law. .sLmpIy

allowed 'Legd.trdmat.e: ownerso£;, program copdea to legally use tihoae.tcop t.esvt o

operate a computer~ The narrowness' and precisionw~th~which,thisamendment

is.drawn; d'.e:~;:,'~that :it (the copy made in: the: utilIzation,.of .ehe p't-ogr-amj t-Ls

used in no other manner," highlighted the.rconcernCongrees had with upaett fng

the delicate balance set: out in .tbe law .berween .the rrfsghtis ofvot-Lg-tnaL

programmers and the, rights 'of their competitors and the public. Note that a

similar provision .is.contained in .the Japanese Copyright'Law at Article 47

bis.

Reverse Compilation Is Not A Fair Use

Various arguments have been advanced to the effect that reverse compiia-

r-eproductrdon of. ,thewCirk f.or:purposes, 'of -cr-LtLc'Lsm," comment; ,'.'·:news

repottin'g:,-' ;tteathing','sch61arship', o"i';i~s'~'~rch'," ,may. riot'he 'ai1tnfririkem"~ritibt'-"
""'''''-''," ,,' -''',''' ",,,,,, ,,, ,',', ",.-.,_,",' ,,', ",,'" " __", __, ,,,,,,.,'. __ ,,,,,,,, __ .. ,,__ , __ , _"""-, __ ,,,,__ ,,-' ..', " ,','..;-- ,, __:' .,c,,\._

copyright. The statute requires that four factors be considered in determin­

ing whether or not a use is "fair":

4
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(1) the: purpose and -char-ac t e r ofthe:use, including whet'her , such

use Ls.vofia commercial natiure-or is,fo'r non-prof Lt educational purposes;

(2) the nature of the copyrighted work;

(3) the amount and substantiality of the portion copied, and

(4) the effect of the use upon the potential market for or value of

the; ccpyrIghted-work ,

With respect to the purpose and character of the use, reverse compila-

r Ion-Ls performedv Hn almost all caaes , . to deveLop-va competing program'. The

commercialnatureoLthis',use :'iR vi,awed by the:U.S. Supreme coureoas. being

presumptively 'unfair _ Sony Corp~ of :America:v. Universar, City", ScudIosvTnc., ,

464,U.S.,417.,449,(1984)

RegardLngvtihe-.natxrre ofiI'trhe copyrighted work ,». the' 'program work': is an

original set ofvs t at ementis: orrtns r ruc t t.ons uaedtdLr-eu t Lyior indirectly in a

comput e r. in ordeevto bring about, a' certain result. The -p rogr-am in-most

cases, does not relate to the news reporting, research or comment;.,

With respect to the amount and substantiality of the portion taken, the

copy tnaden f o'r- a 'rever seicompdLaeLon willbe,"'8.,comple'te>,cbpy or asubstaritiaI

part thereof.

Lastly, with respect to the effect on the potential market, if the

reverse .. compf.Lat don r Lsvsucces sfuL,the"market for; the'; original work wi-II be

proportionately diminished:~

Enveum , reverse compd.Lat.don t o. develop ai compe tdng or complementary

program-will -not:be heLd. .. t oibe: a ufa,ir use" urider V.s~ CopyrLght; Law.

Arguments Used, to':,Support':-'Reverse Compilation

A. Reverse Compilation Is Necessary In Order To Glean':, 'the: Ldea'siEmbodd.edoTn

·_.The·Progtam~

'This argument is ,patently 'false; Thepritic:iple'ideaof the program

a r esu'l tvdrr.what forma t ,'. Such Ldeasiare 'disclosed, in every instance, in the

marketing, literature, "oper-at fngsmanua Le and specifications· provdded- in

conjunc t Ion.wfthvthe i purchasevof a rightful copy of the program, Additional',

information is available by either running test programs on the targp-t

5
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original program or by doing' tracings of the CPU,I!O:, or, other lines during:

execution of, the t a rge tvpr-og'ram, Memory and processor u t Ll.Lz at Lonr.and

response times could also be used t osg'l.eano'lnforraat Lon sboutvthe program.

B. Reverse Compilation Is Necessary To Facilitate .C'lean-RoomPt-ogrem

Development.

The so-called clean room:operation'does not change the fact ,that one

author or t.eamvof authors has based-d.t s-works dLrec t l.y nnthatof<ariother

t?:I:'()~gh;a jrroceas ()r:~()pY:i.:ri:g.: The results-of acdtrect acceasito c thevprcuect;-.

ed expression of a program to generate a second competing,;work';,negates::any

argument: that it is II independent development .IJ,,~ There'is ,'rlO';jtistification

under: the law, for t hevpr eemp t Lon of"othe:originalauthor,'s':rights overccopy-,':

ing, adaptation, and,'; translation for rchevconvendencecand commej-ctl.a.Lradvarrtage

of compe t Lt.or s.,

C;~The>Copy O'r.:CopLas ,Made',,'During'Reverse"'Compilation,:Are.,A De'Miniinus

Infringement.

Theuse','oCa: single' copy to access the c reat.or t saexpres s Lcn- and,'; thereby"

short-cut the normal development time and expense to:: autho.r.: a ccmpe.tdng

program is clearly not da-mdndrcus dn: effect:~ c'Ehesno'rma'L Le adctrdme.it.hat; the

creator of. an-ord.gdna'l. p.rog'raar-haa dur-Ing-wbLchoto .r-ecoup his development:

costs 15 cut to almost nothing. TIle competing program that results from the

reverse compilation can: be: sold ar a, lower' 'P1?:i.~~e."~;__since ,t~e,I:"e:,""~:t:"e: signif­

icantly fewer development costs to recoup. This is a clear disincentive to

-c,re,Cl"te',>,or,iginal': programs.

17 u.s.c. 504 addresses this potential for inequity by entitlillg>the

copyright owner to recover ,from an infringer those profits "attributablell to

the copyj-Lght.c dnfrdngement, This:w:ould seem- to:,permit::re,coupment':for: s-ales

.tbe above-may-be -found in ~hearchitectural"flo(jr·..p l.anvcaaas v-wher e : the

cons t rucuLon-cof a budLddngrbasedion .a copied,:at',cb:i,.1:E!c~urCll'£loorplan,:was

h_~:ld .. to .: ent.Lt Leva rival;builder., and. copyrfghtivowne r--t;o. ,111s Loatvproft t s. -for

6
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this consrruc t Lon, ,~ee,:"fgE,~){~t1']:pl~_5-Jones:'Assoc iates~ Inc~"v .,:Nino:' Homes,

(1988 CA6) 858Fo2d 274;28'lU;S;r>;Q.2d,1224.

D. The Proper 'Quid Pro Quo'>For:::Copyright.:Protection, Is-,;Full'Disc10sure of

the Program.

There is -;nothing-:'·~i.i:h~r,.}n,.t~e,SoI1sFt~\1F:i,()uof t:he ~~V1th?~:P9mpe~,s full

disclosure of computer programs. The benefit or quid pro quo obtained by the

public in tih Letequatiforr-Lsc Lnvrhe public distribution and, use oLa pr-og'rem

that ~ but:' for~the:'::copyright,:'protection"mightnever: have, been c'reat edv.cand

which afterJa5limited"period:'of',time::will be placed into che'vpub LLc domain.

Looking to the U.S. Copyright Regulations, there is also no requirement

for a full disclosure in order to obtain a registration of copyright. The

opposite is the case. The U.S. deposit~requirementsfor program registration

(37 C.F.R. 202.20(c)(vii)) are specifically designed to maintain trade secret

protection', for'->portions:of the; programbeing:registered~ In essence" Con­

gress s Imp l.y -dfd-mo t uaerrfuLl, :',d:i,:sclosure as ,'part'ofits"balancingof rights

in thisarea~ 'For fhau.raat.t er; unpublished' works-are c Lear Ly-pnotect.ed under

tbevu, S-.;'-:Copyright< and.ithe-.Beme Convent Lonv vnega t fng anyva'rgumerrtvfor­

disclosure cas 'a>quid pro -quo •

Full disclosure as a quid .provquo fo'rrprottec t t.cn- Lsva -concepntrnandatied' ­

only in rbecPaeentcbews for novel ;aIid;unobviousinventions wbereip t-etiec t Lon

is much mot-e JexpansIve t-hari :if:'is unde rrt.hetcopyrLght; 'laws: fot-expression and

whe r e vchececonomdca ,'of duplication -fo'r »pat.ented 'items arevtrypdcaL'l.y-much

higher compar-ed 'to compu t er-pr-og'rams ,'-es noted "ati vrhe beginning ,of 'the'

art LcLe ,

E. Protocols and Interfaces (Including Any;:Expression:Ther-ein)<'For Widely

Used Commercially Successful Programs Should Be AccessibletoCompeti­

tors.

way of system, machine, computer program, or user. Such compatibility is a

commercial issue that is dealt with best by contract between competitors'­

From a legal standpoint, there is clearly no basis for compulsory access

to interfaces and protocols argued to be necessary to achieve compatibility.

7
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As s t at.ed.isucc Lnc t Lycln Apple' Computer-,Inc ~,v ~'Franklin::,Computer,Cor? ,~ ';

219 U.S.P .Q. 113, 124 (C .A. 3, 1983) ,compatibilityC,isslleshave

11 .:. vno. pertinence t o.se Leher the;:i,dea(expression dichotomy .oc.rme rger ...
If other methods of expressing the idea are not foreclose~ as,~ pr?cti­
cal matter, then there is no merger. Franklin may wish to achieve total
compatibility ••. but that is a commercial and competitive objective
~~:i,<::?,,:.-~o~s,not ent17F :lIlt? .t:?E! s?1ll~what ,,:me~<iphys:i.cal issue of, whether
particular ideas and expressions have merged."

Thus; copyrLghtvowner s. are' free to exercise control :::by:license or other:

ag'reernent;-, over any reproduction or-. adapuat Lontof t he f r-works, <Lnc Iuddng

reproductions, 'and adap t Lonscmade in the',.course"of::.-reverse,;icompilation~

Su~ary

In sum,. the u LtLmateipirrposetof .;the:,,:r~vet;'se;compilerLsrto -coarpetevac.ian

economic advaritage over .the :.original author ',by,:'selling--:.a lower 'priced co-npat-,

ingproduct;adapted ,via illegally copying of the ,original program. The

Ll.LegalrcopyIngrdone during tlle.,reverse::compilation,:facilitatP.;st-he low cost

adaptation of the protected expression in the original. p rogramvtocaL'l.ow the

qu:l.ck~ancl:'cheap,'generationof,the:competing-:,program.

Thus, tihe program i:creator.hal:? ,;had"his:.lead-t·iIlle· e rasedjvandvht.s price

undercut; -end., the market .xeducedifo'r -tihe very :·thing::t;hat"he,·created.

i\;ccorc,t:i.ngly, ~ny legal system'·wQich at.cempt;s co legal:i.ze::reverse compf-s

lation will eliminate the motivation that4riyes .f~eela.nc~ progra~e~s and,

private companies to invest time and large sums of money on program develop~;

ment. This is clearly not the way to proceed. Reverse compilation must

cont Lnue tQ'be,l:'~jec t edc.andtoppoaed ~

8
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LICENSOR TORT LIABILITY IN U. S. LICENSING KNOW-HOW- AND PATENTS

JamesW. Ambrosius
'w. Keith Turner

Chevron Corporation

SUMMARY

Under recent developments in the law of torts, licensors of

intellectual property may be subject to liability to third

parties who a~e injured as a result of the activities of their

licensees. This trend began in the law of trademark licensing

under which the mark licensor has a statutory obligation to

control the licensee's activities in order to maintain the

integrity of its trademark. In more recent years the courts may

have extended the theories of recovery covering third party

injuries to include licensors of technology, i.e., patents and

know-how. Although the courts have sometimes recognized a

distinction between the licensing of a product and the licensing

of an idea when applying tort liability to trademarks and tech-

nology, respectively, this distinction is by no means firmly

established and should give the technology licensor little com­

fort. However,_ by carefully structuring the licensing arrange­

ment a technology licensor may reduce his exposure to claims made

by injured third parties. Careful drafting of the patent docu­

ments ishel.-pful to limit statements which may be used against

the licensor under a warranty theory. In the licensing arrange-

ment

licensor and third parties. Careful review of the qualifications

of the licensee and the amount of know-how involved irt the

-1-
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licensing arrangement are factors which can. be used tof\lrther

insulate the licensor from liability.

INTRODUCTION

LICENSORS of intellectual property, that is patent rights and

know-how, have been warned that, in the search for financial

responsibility, theories of recovery have been proposed expanding

the sphere of licensor liability. In particular lice~sing

activities now expose licensors to liability for damages result­

ing from the licensed use of technology suffered by third parties

outside the licensing arrangement. This trend is part of a

general movement within U.S. courts to transform contractual

liability into tort liability, and in doing,so permit larger

recoveries, including punitive damages, by claimants asserting

joint and several liability against both the licensee and the

licensor.

-2-

Under traditional doctrine the. liability .of a licensor was

imited to liabilities which arose out of the contractual relat­

ionship with the licensee. Third parties, who were not in priv­

ity with the licensor were generally limited to actions against

the licensee with whom there was a direct relationship.

Li too far from the injured third
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party. Current doctrine has placed the licensor, at risk along

with the licensee.

Courts have accepted the view thatlic.ensorsar.e· part of. the

enterprise chain, generally one step upstream from the manufac­

turer. In fact, it has been suggested that if a licensor exerts

sufficient control over a licensee it ma.y sa.tisfy the require­

ments necessary to establish. an agency relationship.

These views· adopted concurrently wi th.the erosion of>.th.e concepts

of privity andrecovl!ry ba.sed.on fault have evolved into thr·e..e

theories of recovery available to third parties claiming against

a licensor. Licensor liability can be claimed to arise out of

(1) negli'gence, (.2J..breach of warranty ,and(3J strictliabil·i ty

(sometimes mingled wi th breach of war.ranty)'. In recent pre.senta~

tionscomme.ntators have reviewed the case law·. and legal premises

of l.icensor liability under.each ofthes.etheories.They agree

that there is cause fO.r' concernandthat..the concern is growing.

Accordingly, the focus of this discussion is on the question:

What·.ac.tivities will'expose a lic'ensor of intellectuaL property

toliabili.tY.to aninjureej.·third party and how can..s.ucha

licensor reduce the risk· of liability to third parties' for

damages. caused by the li.cen.s.eduse .of .theunderlyingtechnology?

-3~
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various licensing activities, such as licensing know-how as

contrasted to trademarks; and how, given the elements of each

theory of recovery, the licensor can structure the relationship

to reduce"therisk,of liability.

ELEMENTS OF LIABILITY
THREE THEORIES OF RECOVERY

AS previously mentioned, three theories Of recovery by a third

party from a licensor have evolved. Although the general ele-

ments of each theory are well known, it is useful to review them

in terminology emphasizing the nature 'of a typical licensing

arrangement.

To recover in an aCtion against a licensor based' on negligence, a

third party must establish that the damage was caused by the

licensor' s'.b,reach :ofa legally recognized duty • Thus, there' are

four elements in a negligence action: (1) a duty on the part of

the licensor, (2) ,a breach of that duty , (3.) damages" and (4) a

casual connection between the breach and the damages.

There are only a few ,cases involving negligence actions by a

third party against a licensOr. Howe,ver, these cases hold that

the relationship of a licensor toa third party with whom there

is no contractual or special relationship is'distant enough that

-4-
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reasonable care to prevent damage's' which' are foreseeable when the

technology is used by the licensee for its intended purpose.

Thus, a third party asserting a claim against a, licensor based on

negligence mus,t show, that the licensor" failed to exerci se reason...

able care' under the circumstances resulting in damages which were

foreseeable and for which the licensor should bearresponsibil­

ity. On the other hand, to satisfy this duty a licensor need

only show that the licensee was either adequately instructed on

how to 'properlyusll: the technology or was adeqllately warned of

any unsafe aspects known to the; li,censor.

A licenSor may a Lso urge that the public' sinter,est isbette,r:

served ,by third parties, accepting the, responsibility ,for such

damages inorde,r to: encouragelicenso1"S to cO!l\ll\erciali,ze tech­

nology. This li,ne, of reasoning (the t r add tionalproximate

causeypubl-tc. policy .baLance}. suggeststh,at the PlIblic's ne,ed for

protection may limit alicens,or's liability to circumstances in

which ,the complexity of the technology or rel,ativelevel of the

licensee's knowledge a1"e sllch that the licensor's conduct was

unreasonable and resulted in damages which the licensor, should

have,'fores••nandcould have prevented. Furt,her, "the licenso1"

may also defend"agains't negligence by asserting available,

affirmative defenses such as compara,tiveor,contributory

negligenCe! assumption of the, risk, or intervening ,an,dsuper...

callses.

-5-
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The breach cif warranty theory of recovery has its origin in con~

tract doctrine. It relies upon, a statement of fact or promise by

the licensor relating to.' the performance of the technology to

establish an'expre8swarranty, or it relies on a standard of

performance' imposedl.lpOn the licensor by plJblicpolicy'to esta~

blish an implied warranty (in many ways identical to strict

liabili ty) ;

There are~ in general, very few occasions where an implied war­

ranty (as distinguished from strict liability,) is established

from a licensing arrangement for the benefit of a third party.

Further, warranties relating to the performance of technology are

generally e'xtended only to pa r t Les who have a relationshi,pto the

licensor which justifies an expectation that the technology'is

fit for its intended use. Thus·, some jurisdictions stHl require

privity of contract or foreseeable,rellance as an element to

recovery based on breach of warranty. Much of the law of war­

rantyrelating to sale8 contracts' is now codified under the

Uniform 'Commercial Code.

The strict In,bility theory is the most troublesome theory of

recove ryf'romal icensor's perspective. st.rict.,l iabili tyis

founded on the premise that ,under certain circumstances public

policy 'warrants shifting the fihancial burden for damages slJf-
" """"" """'m",

fered "by a third party to the licensor. A strict 1,aJo'JL',;Y

-6-
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action does not require fault;as an element to recqver damages

from the licensor. It is,presumed;tha~ the licensor is in a

position to spread the loss and pass it on to its licensees.

Although strict liability is an expansion of the implied warranty

concept, it does not require privity of contract or foreseeable

reliance'. In broad terms,to apply strict liability the damaged

party mus,t show that the, damage was caused by a defect, in ,the"

licensed technology which rendered; the licensed product or

activity unreasonably dangerous. For example,; it is, sufficient

to show, ,that the licensee's use of' the ,technology' inherently

resulted ina defective, produc t; which was ina, stream of commerce

le,adingto the claimant, and that public, ,polic:y, warrants shift'ing

the burden of the loss.

The stream of 'commerce requirement recognizes that in many

instances it is difficul tfor a damaged third party, to identify

the source o,fthe defective technqlogy, trac:kit through, the

course of a licensing arrangement,and establish and allocate

responsibility. 'l'hus/ under a strict liability theoryaH of the

parties .Ln the ,licensing arrangement can be held jointly .and

seve'rally ;liable. In the few cases addressing licensorliabili ty

based on a strict liability theory the courts have focused on the

licensor's participation in profits and the degree of control

exercis,ed,bythelicensoroverthelicense!,! ll!=tivi ty. HoweveL,

-7-
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there are no cases holding a licensor strictly liable to a third.

party for damages resulting frolllthe use of licensed technology.

LIABILITY·OF TRADEMARK LICENSORS

App

-8-

was

The first cas.eto apply strictliabili.ty in tort upward to a

The;·liabili ty imposed· on trademark licensors to injured third

parties not' in privity with them can be traced to Sections 5 and

45 of the Lanham Act; These se·ctions require that the trademar.k

owner who wishes to license its trademark to another whil.e

retaining ownership of its mark must assure that the integrity of

the mark is retained by maintaining some; form of actual control

over the nature and quality 'of the product to which the trademark

is applied. Two bases for imposing liability on the trademark

licensor under either a negligence or strict liability theory

have be,m,developed by the courts as, a result of the close relat­

ionship ·required by the Lanham'Act. Thefi.rst basis is.that a

trademark represents the giving of apparent authority toa

licensee .to a'ct on behalf of, the trademark licensor. The second

basis, and the more important for' the following discussion, is

that li'ability ,will beimposed,upon anyone ,including the

trademark owner, within the "stream of cOlllmerce"in which the

product flows.
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3rd 711 (1972). InholdingRemington,a.united States company,

strictly liabliifor personal injuries caused by a defective shell

manufactured 'by Remington'.s Mexican trademark licensee, the court

statedthat.therewas .goodreason tc) impose such liability on

everyone who was found· to be a link in the marketingenterpris"

responsible, ·for placing. a defec.tive product ~.ithin the .s t r eaa of

commerce. The broad languagepf this case and others sugge.sts

that third party liability coul d .attach to virtually anyone

involved. in bringing adefect.ive product.into the ,stream of

commerce'.

Whether,.'liabili tycan beattache.d under a breachofwar'ranty

theory to a trad"marltli.censor ·will.generally depend on whether

the licensing arrangement includes a sale which can be constr.ued

to meet the statutory requirements of the Uniform Commercial

Code. Gi venthesweepingscope ofthestre.am.of commerc,etheory,

a . theory .basedonwarrantyseemsalmos.t superfluous for the

impos i,ti on of liability. This. may .expLa Ln'..the lack of cases

which deal directly with ;thisapproach. U is enough for this

discussion "to note that the code .ha s ·abolis.hed the ..requirement o.f

privity as an element of· liabili tyand crea.tesc.ertain implied

warra.nties ·..in connection with ,:thesale 'of goods.

-9.,.
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LIABILITY UNDE:RTHE:TRADE:MARK
RATIONAL APPLIE:D TO TE:CHNOLOGY LICE:NSING

The position of a' licensor of technology is often equated in dis~

cussions of licensor liability in> tort with the position ofa

trademark licensor. Both the technology licensor and the trade­

mark licensor provide a "blueprint" from which' products are pro­

duced.' HoweVer, there are also significant differences between

the licensor of technology and the licensor of a trademark.

Although the case law is by no means' clear upon the extent to

which a technology licensor will be held liable to an injured

third party, the courts, in those instances where this question

was an issue,have been slower to impose the same rational on the

technology licensor ,as that routinely"imposedon the trademark

licensor.

A primary difference between the licensor ,of technology and of a

trademark which has fOund some support in the case law rests in

the distinction ,between the relationship created when a "product"

is licensed and the relationship,created when an "idea" is

'licensed. A patent grant is ,simply' the right to use an idea

wi thout cbeing>8ued ,fo'rinfringement. The grant of a license to

the use of technologybyi tselfdoes'not require or even imply 'a

relationship in which the licensor controls how the idea is used

by the licensee nor does it generally involve a holding out to

the public in such a manner to imply a relationship that

-10-
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give rise to third party reliance. This general distinction was

recognized'by the courts in Mechanical Rubber v Caterpillar

Tractor," 399 NE 2nd 722 (IlL App. 1980)" in which the designer of

a product was" found not liable under a theory of strict liabil­

ity. The court recognized that" parties, such as a patent

licensor, whose activities are peripheral and not directly

related to the distribution of the product are removed from the

stream of commerce. while there exists a line of cases'which

supports the Mechanical Rubber distinction between the relation­

ships "when an idea rather than a "patent is licensed, other cases

weaken the distinction.

Altho\lgh there are no cases in which a patent licensor was found

liable under a theory of strict liability, the distinction

between licensing an idea andlicensing"ll prOduct appears to have

broken down in the case of: AIm v Aluminum Co. of America, 687

S.W. '2d374 (Tex. App. 1985). This case involved a bottle cap

design: which was licensed ,to a bottle cap supplier under ,two

Alcoa"'patents', in :additionto being a licensor, Alcoa designed

and manufactured the capping tnachi,nes which applied the' aluminum

caps to the bottles, but did not manufacture"" or' sell the caps

themselves cor' the. capped 'bottles.

",

The plaintiff ," injured when a bottle cap blew off the 'top of a

and him in Alcoa,' alleging

-11-
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four separate instances of negligence: (1) negligence in di!sign

of the bO.ttle and cap assemblage; (2) negligence design of, the

cap! s.seal; (3) negligent recommendation to bottlers of a visual

inspection' quality' control sys.tem;and' (4) negligent failure' to

warn the bottler and/or the plaintiff of th.e danger of an

improperly applied cap.

Although Alcoa was ultimately found not to have been'negligent,

the AIm case is viewed .as the high water mark in patent licensor

liability. In this case thecour.t adopted the Stream of Commerce

rational, previously found solely in trademark-rela.tedcases,':for

extending the legal duty of a patent licensor beyond the manufac­

turer', Prior to Almthe courts .had focused upon the licens.or's

control ove r the ultimat,e product asa means of inputting liabil­

i.ty for a' product subsequently placed in the mar,keting chain; In

the Aim, the court. used the fact that the designer was also.a

component supplier ,and therefore involved in..the manufacturing

of the<product to e.stablish the Li c en s o rt.a resp.onsibili ty for the

product' sentryinto the s.tream of coeuae rce, Rather than stating

that; it is the component supplier;who••hasa duty .to wa.rn which is

extended to; the ultimate ccnsuaer; the court ,instead made the

broad and troubling holding that.it·'s·.the.designer who has ';this

duty; regardless of whether or not the designer is involved in

the actual manufacturing and exercises control over the 'f.Lnal

-12-
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The cases suggest the tollowing:

1. That an idea alone.,aswexpressedin,a pateAt. is~not a,

"product" as contemplated under negligence theories or strict

liability. However. unde r the Almho'iding. a designer does

have a duty to ensure that its intermediary is properly

trainedwand warned. ot thO!. potentialhazaJ:"ds and p r ope r t Le s o.t

the contemplated product. and. is capable of pass.ing on. this

warning, in order tomee.t its O!:lligation t o the ult.imate

consumer ;::and

2. An idea may!:le deem.ed a "product"!:lythecourts on the ba s Ls

of who manufactured and dis.t.ri!:luted it, and on the !:lasis .of

it.s intended,use. If the. licensor's product is not individu­

ally· t.ad Lo r ed for the lice.nsee's needs, and is, mass pr.oduced

and .distri!:luted ,without subst-antLa L chariqe., it will !:lecon­

sider.ed.a "product". A f ac t o r- given great. weight indistin­

guishing an idea from a. p r.oduc ttLn this context, is whether

the idea is unreasona!:lly dangerous if it i:s used as Lnt ended,

duet9. ,some defect in its desi,gn. It ,may!:l.e n9ted·that on

.one hand. its the commercial aspects of how, th.eidea is mar­

keted anddistributedwhich.imputes responsi!:lil.ityonthe

entity which functions as a designer, seller, or manufac­

turer, While on .theother,.<hand. i·ts the product itself, and

'.a, ·i.n .itsde.s create an unreasonably
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dangerous situation if it is used as intended" Whether· the

absence of the latter factor will negate a finding that a

mass product i.dea isaproductds unknown;

PATENTS VERSUS KNOW-HOW

As patent attorneys ate so fondof.pointing out<to thei.rclients,

a patent is a negative right. It conveys only the right to

exc Iude others frOID practicing wi thin the bounds of a def;ined

area of activity. Therefore, a patent license is·nothing·more

than a promise not to sue a party for practicing within the

excluded· area. It would appear that a patent licensor would be

insulated ftom liabili ty to injured third par·tiesunder the

theorl'es 0:£ liability discussed earlier. Even under the Alm

rational a patent by it·selrwould be difficult to characterize as

apr6duC:tsuffie:ien·t to invoke 'the'streaDl of comae rcerational.

AneXceptionmay<existi f the patent were found to cover an

inventi.On which was unreasonably dangerous duetoa defect' in

desi.gn. However,asa general rule it can probably be 'stated

that' it is unlikely that a licensot of only ,a>paper patent wi.ll

be found to be liable to athitd party injured asa result of the

practice of the patented invention by his licensee ..

In actual practice· the general rule just presented should not
........

give the technology licensor much·comfort in The
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general rule is based uponcthe assumptions thatcno~hing but,a

bare patentclicense is granted andcthat,the patent is a paper

patent. unsupported by research pI' practical experience which

would put the lic.en.so.r on notice: that the inventip,! has a defect

which may render its practice dangerous to a thi.rd par t.y. The

clear implication is that the more, the li.censor knows about

.h i s patented invention the more likely he will be ,.found to have a

duty to warn others of any danger of which he is aware or should

be aware of ,f.rom the practice of· his invention.

Many, perhaps most, licensing arrangements involve the disclosure

of some know-how to the licensee. In addition, the licensing

arrangement may provide for continuing services and technical

assistan.ce to the licensee during at least part pfthe life of

the. license. In other insta.ncesthe licensor may provide a com­

ponent .for use in the practice of the. inVentio.n.. EaCh of .these

aC,tivities may be forging a link in the cha i n.vo f liability .from

thelicensor.to an injured third party.

PeI'haps jus,t,as important is the degree ofcontI'ol .that·the

liCensor retains over ,the activities of ·thelicensee.. It mu.st be

r emambe r ed that the .exe r c t se of .cont ro I by.thectpademark licensor

over the licensed product provided one of the original rationales

underlying the imposition of licensor liability in a products

an par mos
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licensing arrangements the licensor retains some control over the

activities of the licensee in the 'practice of the invention;

Just what kinds of restrictions on the licensee's activities will

give rise to thi rd party liabili ty' on the part of the licensor is

a question that has noFbeenfu11y answered by: the courts. It

would appear: that licen'sor contro'I over the actual design of a

licensed produCt produced by the licensee would be most likely to

expose the licens'or to 'third party liability, since it is closest

to the situation as it exists betweeti'a trademark and his

licensee.

HOW TO REDUCE THE RISK

Having Considered the theories of recovery whichlDaybe asserted

bya third party>against' a licensor as well as the differen:Ces

between the various licensing' activities and the relationships'

they create with third parties', this' paper -can turn. to a summary

of the more practical ways to protect licensors from liability'.

The first area of consideration focuses on: those activi·ties lead­

ing up to the final 'contractual relationship. There are two

activities'in particular' which ,need to be considered.
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The first activity concerns patent drafting and prosecution.

Although the Patent Office does not review the validity.of

asserted advantages nor is there any case specifically holding

that a third party may rely ort such assertions, during patent

drafting and prosecution before the U.S. Patent Office it is

advisable to remember that statementsrelating<to the advantages

of the irtvention·maybeasserted by a third party as statements

of fact or promises to form the basis for an express or an

implied warranty.

patent specifications are by statuto.rydesign addressed to .the

'public not just to those in priv,ity with the licensor. Asser­

tions that relate to the public. welfare, such, as safety or

environmental advantages will assist a.thi rd Party to establish

that the licensor intended that the licensed invention benefit

third parties who should thus be entitled to rely on those asser­

tions as warranties of fitness. Similarly ,gene,ralstatements in

a<patent specification or, statements made during prosecution may

.be inter.preted to apply to allof<theclaimedembodimen'ts . This

is particularly,'important whenever"the licensee 'is free, to select

which embodiment it will commercialize. The ..licenseemay not

select the '.sameembodimentwhich the, licensor. ,had'inmindwhen

the advantages were stated.
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Further ,general or unfounded statements made in the patent·

specification or during prosecution may be Viewed. as conduct by

thepatente.. which constitutes a failure to exercise reasonable

care and thus exposes a patentee licensor to liability under a

negligence theory ofr,ecovery. Careful drafting.canreduce the

risk that such assertions will result in liability without

diminishing their persuasive value as .regardspatentability.

Certainly the risk is greater when the licensor includes know~how

in the licensing arrangement, and has in its possession informa­

tiongained during resear.chand dev.elopment casting' doubt on the

validity or scope of statements in the patent'. A licensor should

be prepared to identify possible risks associated with the

licensed' techn~logy including'al ternativeembodiments, and· make a

full 'and, completedi sclosure toi t'sTicensees·.

,A second.activity leading up .to the final contra.ctual .. relation­

ships concerns licensing .disc.ussions. At the outset the licensor

needs to be familiar with the potential li.cen.see. If left on its

own, -a 'financially weak or.simply over-eager 1,icensee may'look.at

economic conside.rations and rover.Look ·safetyconsiderations. As

previously discUssed,thecurrenttrendtoward .li~ensor 'liabili ty

has as one of its roots, particularly in the case of , strict lia­

bility, the desire to spread the risk of loss. A financially
...............••.........

strong licensor only a step upstream from a s an
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attractive target, particularly if the licensor has access to

safety information which has not been d i s e Losed to its licensee.

Certainly negligence and possible strict liability could attach

toa licensor who fails to warn.

Some commentators have suggested that research and'development

should be brought to an end as early as possible if it appears

that the technology will be licensed. The point here is to

increase· the distance between the licensor. and the licensee by

insuring that the te.chno;Logy is developed at least to. some degree

by the licensee. However, this also. minimizes the opportunity to

license since many licensees prefer to license only technology

which is"·t a stage of development suitable for commercial use.

In any event, if the licensor is aware. of safety .concerns and

elects to curtail development , therevie.w o.fqualified ·.li.cens.ees

should include a.thorough look at each licensee's technical

capability and ·the quality' of the facility in which the licensed

technology will be used.

The last, and most apparent, area of consideration concerns

activities related to finalizing thelicens·ing relationship. The

guiding pr.incipal in this area, is to s true ture the. relationship.

at· arms .. lengthso that the technology does not become' the.source

of a close~knitbusiness .enterprise. The more that.ali.censor
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insists on exercising control over the use of the licensed

technology the greater is the risk of liability.

The license agreement itself should distance the licensor from

the licensee. It should clearly state that the licensee controls

the facility in which the technology i$ used and is responsible

for training ahdsafety, if that is the case.

It is also advantageous to state whether or not the know-how, if

any<i.sprovided,'i$ at a stage of development.sui table for

·commercial use and in what tangible form the know-how will be

provided" If.the licen$or Ls to provide information specific to

the con$truction or operation of a facility utilizing the

licensed technology' such as manual$ ordesign$, as is often the

case,'. it' may beadvi$'able 'to make them the subject ofa. separate

arrangement .withappropriate indemnity and guarantee. p r ov i sfons

and.ra.csho rt; duration.'Is'o La tingknow-how$erve$to ..empha s i z'e

that .the licenl>ing r e La t LonahIp is not intended to :establish

control over or respon$ibility for the licensee's operations.

Similarly,' if the licen$or i$ providing a product:,.:such.as a

catalyst, for use with the licensedtechnology,a:separate

agreement with appropriate disclaimers is advi$able'. Although

express di$claimersof warranties cannot be counted on:in all

cases I scouraqe r
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The most cbmmon conc r.accua), p.rotectionare de.fense;and,;indemnity

p r ov i s Lorrsvr- The s et.p rov isions;takemany formsan.d,a re:o f ten

coupled with an insurance provision. The issue raised by such

provi sionsi's,liabili ty.tothird pa rties,. .and in mos,t,dnstances!,

the l'ti::ensee dllinthe bestposi tion to control;,the'.facility,and

peop'Le usi;ng 'the licens.ed>technology and <to insure against>claims

by third paTties. Accordingly, broad indemnificationby.the'

licensee can f,requentlyhe.j;ustified. If· the licensee has

gene'ral Liability insurance 'up toa . reasonable 'limiti tmay'

already be satisfactory, but the'licensor should be named'as an

additional insured without subrogation. It is also desirable to

contractually. pbligate' ,the licensee tomainta'insuch· insurance at

some acceptable limi,tof.;liability.

Other .ccntractueLrp r cvd sions whichare';some,timesove rIookedin

their effect.on>l i.abi lityincl;udei"provisio'nsrest ricting assign~

ability ,nonrecourse'or impl'eading provisions', and !provisions

which.obligate the ,licensee to '.wani-third parties of potential

hazards. .The assignment 'provision should be' drafted to 9ive the

licensor the right to rejectsubsequentlicensee~.assigneesif

their use of the ,technology would expose, .. the licensor to an

increased risk of liability; As previouslydlscussed; the choice

of licensee is. important. I·t may. even be desirable to require

that any assignment to be valid must provide ,that the original
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l,i censee-,-'ass igno r 'coritinue toaccept fullre spons i bilityfor the

licensl!d activity and for 'indemnification of the 'licensor.',

The::non"ecou'"se andnonimpl'eadingprovision, is inipor,t'ant,to dis,",

courage ,j,oiride'rbythir,d party 'claimants and to p"ohibit the:

el,i:cens'l!.e"frqm, impleading'the,lic:ensor .,asa· co-defendent. The·'·

nonimpleading 'prov,isionmaybe,'superfluous if' a stTong.indemni fi'­

cation 'is' obt·ained. Howl!ver ,sinc'e 'indenini:f1catiori may' be

limi ted."to'a:fixed'sum 'or .the value: :of' insu,rance'the' :noninip,lead."

ing: provision ntay" be.. well 'worthwhil'e "

,'A provision obligatingthel'icensee ito w'arn' 'th'iid,·par.ties.

including employees. of potentialiha'zards ,'se:rVlfS as an ackncw­

ledgme~t by the licensee that it has been warned and that it has

a s sumedxthe ' r'i'sks'a:ssoc:ia,ted .wi:th :the:use :.of::thl! ':licensedtech+

nOl'o.gy ;',On:the :'0 the "hand. :'such tpi.ov,i s i.ons ,may :be:can :'adnii:s s ion

that : the Tice:nsed ac,tivity ds: hazardous. ·Accordingly.;:;the 'obli­

gation :to wain provision'.,should :,only becinc:ludedwhen, the ac t Iv­

i·ty truly is:o ",:may become hazardous 'Fur.theri :in many

juri!sdlctiQris i' underworkl!r.B'c.:compensation statutes f o r an'

employer .. to'be held l'iable '" for the f'ailure' to 'warn,:i t·must

expreul'y accept·:that "liability by contract, Accordingly, it is

usually.necessary todnclude an ,express acceptance of liability,

along with the obligation to waren;
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APPENDIX

This appendix contains representative provisions which may reduce

a licensor!s: risk of liability to third parties:

CONTROL OVER AND NATURE OF KNOW-HOW

This Article 4-0 shall not include any obligation under this
Agreement, on LICENSOR ,to furnish to make available to LICENSEE
information or assistance with respect to any unit practicing the
licensed process. Any furnishing by LICENSOR or LICENSOR's
designee of other, information for, or other assistance in
connection with a materiaL used. in the licensed process, shall be
done at LICENSOR's sole discretion pursuant to an agreement or
agreements, separate and apart>from,this Agreement, on terms and
conditions, including payment and indemnification, mutually
agreeable to LICENSOR and. LICENSEE.

ItisreCognizedbythe parties·thatupondelivery on Said,
Delivery Date of the catalyst furnished'hereunder, LICENSEE shall
have actual title'. to' the Catalyst. All Catalyst purchased
hereunder shall be used in,and only in, Said Plant and LICENSEE
shalL not resell or transfer ti tle, possession, or control of any
portion of ',catalyst purchased hereunder. LICENSEE shall
physicaHy control, the operations of Said 'Plant <in which' the
Catalyst is used', LICENSEE shall haveoth.eright to use the
Catalyst in ,Said Plant d n anyinanner. and' for any purpose as ,. it in
its sole discr,etionmay determine.

INDEMNIFICATION

LICENSEE shall defend, indemnify, and save harmless LICENSOR and
its Affiliates, and employees thereof ("imdemnitees"), from and
against any and all loss, dam~ge ; injury , liability, and claims
thereof for injury to or death of any person (including an
employee of .LICENSOR or an indemnitee) or for' loss of or damage
to, property usul ti'ng from ,LICENSEE'sactivi ties, including, but
not limited,to,.I.ICENSEE'suse of·material.and information
furnished by LICENSOR or others • Such indemnity shall apply
whe.ther or not :an>indemnitee was or is claimed to be passively,
concur.rent Iy, oractively,.negligent ,and 'regardless of' whether
liabiHtywithoutfa1Jlt isimposedorsoj.lghtto be imposed ,on one
or more 'of theindeinhitees. This indemnity shall not apply where

..····,~~~·~s'~~·~'~·~e~~~·ij~~~ei·5f1J~ririM~lag~ri!f~H:S~~!~r)!iiia~~ii{t~~!~iia.!i's
not contributed to by any act of, or by an omission to perform
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This Agreement shall not be assi'gnable by either party: without·
the prior written consent of the other party, except that
LICENSOR, may assign i :this;·Agreement,to any co rpo r a.ttcnrwhf ch .shall
acqud re;al1' or sub'stantiaLly,' a Ll . of L'ICENSOR' s. Technical
Informa·tion' and unexpired patents:in'.the petroleulJl" .refining
f'i'eld; No'.a s s ignment·. o'f thi s •Agreement' shaLL be . valid untiL and ;
und es s this. Agreement.. shall>have:. been assumed bythe.·a·ss.1.gne.e.·,
When duly as·signed1.n:, accordance· wi th·.the.f:oFe.goirig·"th1.s
Agreementshal!>: be; biriding,.uponand shalL inure' to;,the ·pe.nefit, :6.f
the ass.ignee·, Any;assignment.of. thi:s .Agreen(ent shall .provd de
,that: LICENSEEshal.1. not: be, '.re Li,eved of., i,t.sobl1.gati:ons, to defend
and indemnify LICENSOR pursuant. ·toAr,tiele,S".O, and: n.e.ithe.'r
LICENSEE nor LICENSOR shall be relieved of their respective
obligations with respect :t.o'the use"duplication, or disclosure
of data or other information of a confidential nature as provided
Ln Article: 4-0.

NONRECOURSE·

ASS,IGNMENT'

Neither LICENSOR nor any Affiliate of LICENSOR shall be obligated
to>defendagainst or :'beliable for or obligated' to pay to LICENSE
or to any customer or potential customer of LICENSEE any losses,
damages, claims, demands, orattorn~y fees; including. any;
consequential or indirect damages arising out of the practice of
the licensed process, LICENSEE assumes all responsibility and
liability for practiceof.the,licensedprocess'byLICENSEE under
this Agreement and shall indemnify and save harmless LICENSOR and
all LICENSOR" SubsidiaFies ,a'ldall'LICENSOR Affiliates from;and.
against;any and'all loss,;damage, 'claims, injurYi,attozney>feesJ;
liability'toJ,ordeath·of.any>persori; or for loss>of~ oz damag~.

to property. The foregoing indemni tyand save harmless"shall'
apply whether or not liability is sought ; to be. imposed. on
theories <If neglig.ence or' strict' or absolute Habili ty.

some duty imposed by law or contract on, LICENSEE, its
subcontractors, or either's agent or employee.

LICENSE.E shall not: have any ·ree,ourse agains,t LICENS.oRand shall
not implead. LICENSOR, in, any proc.eeding " .forany .loss,liabili)::y.,
damages,' costs or expenses which\maybe: s.uf·fered' or .. Lncu r.r ed' at .. ,
any tim~>by' LI.CENllEE,orother,s, byreasono:f .the.'. reliance on', or
lise. of anyinformat'ion or. advic.efurnished'.hereunder,by.LI.CENSOR·
or the failure.of'LICENSOR,to, furnish, any thereof, or by.r.eason·
<If. any claim, ac,tionor,. ·proceeding against' the, LLCENSEEarising'
out, of. or,relating, to;the,use· by the LICENSEE of, anyauch
inf<lr!Ua;tlon 0E~~vi<:ei!?r~¥.E,e~sOnof,t,h.edef.e.ns~of any such:
.claim, action/or .pro'Ceedirig,,;or: ,bY'rllll.ll.on ofthe:'d'e'll.th"or\>imj'u'ty
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o.fo any pe r s on-io.r !il1mageto allY property arisillg.011t.,p.f th"
practice of the "Hcell.13e!i.pC!:,cess.

Notl1ing in this Agreement sl1~E entihe :allY, p¢rspn,·P~her t han
LICENSOR or LICENSEE or their respective successors and assigns
permitted hereby to any claim, cause of action, remedy or right
of any kind.

LIMITATION AND LIABILITY AND DISCLAIMER

LICENSOR represents that the work and services performed by it
hereunder shall be performed in accordance with accepted
engineering standards. However, LICENSOR's only liability, if
any, respecting Said Plant to LICENSEE and/or others shall be
that set forth in Schedule B, GUARANTEES, attached hereto and
made a part hereof.

It is further understood and agreed that LICENSOR's liability
with respect to any of the obligations assumed under this
Agreement is specifically Hmited as provided for in this
Article V and in no event shall LICENSOR be liable for any
indirect, special, incidental, or consequential damages
whatsoever including, but not by way of limitation, any loss of
profits or expected profits, to LICENSEE. LICENSOR shall have no
further liability on theories of fault, negligence, strict
liability, or express or implied warranty of merchantability,
design, fitness for any particular purpose, or otherwise.

OBLIGATION TO WARN

The practice of licensed process, and handling and use of
licensed product, may be or may become hazardous. LICENSEE shall
take all appropriate steps to become familiar with the procedures
and processes appropriate to using Technical Information
furnished by LICENSOR and shall be solely responsible for
implementing all procedures and processes in a safe manner.
LICENSEE shall become familiar with all of the hazards thereof,
and with all of the laws, regulations, and customs relating
thereto. LICENSE shall warn and protect its employees ~nd others
who may be exposed to such hazards. LICENSEE accepts all
liability for and shall take all actions necessary to protect its
employees, the community, customers, the environment, and others
from injury or damage resulting from practice of the licensed
process and handling and use of the licensed product and raw
materials therefor.

LICENSEE shall comply with all local laws, regulations and
customers applicable to LICENSEE's operations under this

"Agreement .tncludingwtthoutlimitation·, those dealing with the
protection of health, safety and the environment. LICENSEE shall
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be solely responsible for handling all civil and penal cLa Lms«and
shall defend, indemnify, and protect LICENSOR and its Affiliates·
from loss, liability or damage arising, directly or indirectly,
out of LICENSEE'S activities;
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1.; preface

In our Toba congreSS\1eid}a~t ~ear,we Lnt roduced
decisions in Japan on the doctrin~;of equiv~lents,repo~ting
that the doctrine of equivalents was virtually and·impliedlY

recognized by the cour t of Japan.

Ther~aft~r, we havegiye~ more
decisions ~n the doctrine of ~quivalents
Japan,. the U .• S. and w~stGermany ~~d have
collection and analysis thereof.

Then, we compared one with an~t\1~ramo~<;lt?e
concepts and processe~ ·in the U.S., West Germa~yand Japan to

identify similarity toor differeI1c::e from regulations

concerning WIPOdraft Article 304,

2. Recent significant court decisions

Following are five cases drawing speciaiattention
from us.

waveguide case was for us

Generally, it is necessary

Decision (I) on optical

truly like a bolt from the blue.

(I)

(II )

(III )

( IV)

(V)

Optical waveguide case

Modular belt case

Tire manufacture case

Formstein case

Apparatus for chromatographic

ion analysis ",ase

(U.S.}I)

(U.S. }2)

(Japan) 3)

(W.G. }4)

ru.s., }5l

refractive index of the core part is higher than that of

sheath. In this cas~accused product where. fluoric compound
is added to the cladding.part·a~ dopant to obtain a ,eduction

in the refractive index of the sam~ cOmpa ed to the core Part
in the optical waveguide composed .of quar z is deemed
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equivalent to the claim of the accuser's patent wheredopimt
(germanium compound) is added to the core part so that the
refractive index. of the core is of a value greater than that

of the cladding part.

Herein evident is that, while fluoric b6mp6und
indicates a function to reduce the refractive index at sheath
part (neg~t~ve dopant), the ci0pantmentioned inth~ pat..nt a.t
issue pa~ticula~l'yI~creasesthe refractive index at the core
part (positive dopant), quite ~ contrary to the function of
the dopant in the case of the accuser's product. It appeared

to us th~re~o~E! that therE! is quite a difference between the
claimed invention o~ the accuser's patent ~nd the accused
product in terms of the function of dopant and
a part receiving addition 6f dopant. Such appearance to us
was because it was in our unde~standing that necessity for
element by element comparison to determine equivalency had
been acknowledged by CAFC upon Penwalt case6 ) in the U.S.

In the accuser's patent and ~~. respect Of. the
dimension of a part there was such limitation attached that
••••• slightly greater comp~"~d i.ith the dimension of other
parts. This was held in the decision to be equivalent to the
claim of the accuser's patent though the accused product was
35% greater in respect of the relation of said dimension.

The module belt case (II), which was related to
module belt with link connectable by plastic stick in the
manufacture of conveyer belt, took us into endless doubt as to
how widely and to what extent the doctrine of equivalents
would be in effect in the U.S.

f""tnr e case ( Japan an
event where claim under the doct:rl.ne of equivalents was
rejeC:l:ed because the requisite for conceivability of
substitlltionwas deemed"absenL Interchangeability and

coriceiva?~lity ?f substitution,. (inferability) a e two
indispensable factors to establish equivalency n Japan.
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Detailedexplanatipnwill be dealt with. ,la,j:er.pn:in respect of

.the interchangeability, and qonceival:>ility, of"substitutiO!l.,

First of all, outline of the case will be shown in the

following.

In this case,theprpcess of accuser's, patent

included such Li.mit.a t Lon as Utouseethy.lene.prppylene

t'erpolymer and low d~nsity' poly",thylene cat ;the sametimeJ': as.

component material. In contr-ary to this, the accused prooess

used ethylene acetic vinYl copPlymer:in., place ot,said

terpolymer.

The ·court, while it "recognized"that ' copolymer of the

accused wasident:icalin, .function and effect,withth.e

t e rpoLymer. of. the accuser (it has interchangeal:>ility) rejected

the as aert.Lon vof the accuser: based On the doot r Lnevof

'equivalentsby,declaring that the copoLyme r used. by t he

accused could not .l:>e conceived ot;from the accuser's paten;t

disclpsingthe terpolymer (absence ofcpnceivabilit:y;pf

substitution) •.

On the other hand, looking into the doctrine of

equivalents in West Germany; following: the 'effectuation of EPe'

in Germany, we find cases of ( IV) and (V) decisions.

Such decisions.are·noteworthy in.thatSupreme court;

of Federal Republic ,of Germany'indicated.aninterpretation

based on Article 14, Patent Law of west Germany, 1981 having.a

provision same as Article 69, European Patent Law and it also

indicated it.s view pf the application of ..thedpctr:.ine of

equivellerrts •

Upon apPlicaj:ion.ott!;le.doc.tr·ine of\equivalents i

Lmpor t ant; is .:'whethere"or: not:t!;lose skilled in the a r t.ccouLd.

find out, taking into consideration of the claim of.'patented

invention, detailed description and drawing, and using their

knowledge and skill, any means for solvinga.problem

concerning patented invention. Whether or not principle is
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similar is not'decisive."(decision in 'formsteincase)
(Origfnal sentence <is printed onrpaqes n-' '12 df ,this pape r.,.)

We understood that any means for solution based on
the principle similar to the means for solution of a problem,
of pa t errt'edtfnvent.Lorrds equivalent to the<'presentpatented
inventidn,under the ex-West German Patent Lilw. However, it'is
consLde'red frdinthesaid'decisidnthatequivalency is' approved
a"Idng, as the same result 'as from the patented invention is
obtained, even though there iSanyd1fferenceinterms of

principle for solution.

Aindng the'above-mentTdnedfive decisions,
particularly on optical wave guide<deci-sion in the U.S. and
formstein decision in West Germany, noticeable is common
strong attitutde towardsprotectionof<inventidn, despite far­
off distance ove r the ....tlanticOcean betwe'en the>two' places' of
decisions 'from a fact that' equivalency is approved of though
each accused' products Seen to be different frol1l the patented
invention at issue in terms of function and manner.

3. WIPOdraftconcerning the doctrine of equivalents

draft (HL!CE!VII!3J stipulating
interpretation of'claimandthe
as follows,

At that time, WIPO meeting on harmonization of
patent systeinappeared to be in the last ,stage from a fact

that heated argument was earnestly exchanged in last June as
conveyed by the report.

to that repdrt; in connection with
submitted was a proposal recommending

in Article 304 of WIPO
','"""-",,

on the principle-for
said provisions are well known

according
of claim,

And,
interpretation

(2) [Equivalents)
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(a). Any claim shall ,be. considered' to cover not.only
all, the elementS;,;ls expressed Ln the wording of t\1a,t
claim but also equivalents; of any.S;uch elements.

(b) An,el.ement shall be consLder ed aSibeing

equivalent t9anelement<\sexpresseQ.in the worQing
of the claim if, at least in regard to the
invention, it functions substantially in the same

. manner andproducessl)bstantia,lly th", sam", r esuLt; as

does th", element.as,expressedin t\1", wPrQing .of·the

claim •

.And, we have a feeling.as.s!1chthatthe cOntent of
sl)ch provisions mentioned.above conflicts with,that of t\1e

decisions of optical waveguide a,nd.formstein case. alreaQy
introduced. The situatioI) will become still morecomplexed if

Japan int""rppses among the arguments inWIPO.Clraft treaty, the

U.S·. and. Wes.t Germany on. thedpctrine of ",quivalents. So, it
is understopdthat ICCyiewstp delete t\1es<\idArticle.304. 7)

Though there "'",ems, .to.b",. v",ry· Qifficultphasepf .harmoni aat Lon

on the doctrine of equivalents as everyone concerned is"

aware, there must be some way out if each country has mutual

understanding..about the doctrine of .equivalents.

With th~ background of such circumstances mentioned

above, we have attempted comparative investigation of. the

doctr ine of.>equiv.il'lents in t he. U. S. and West Germany as well
as the introduction' of the. same in. JapaI). fr.omthe view point

of\1armonization based upon mutual understanding On. the

doctrine. of> equivalents.

thedoc.trine of.equivalents in Japan

COI)cept in Japan of the doctrine of equivalents is
'>largelydivided. intotwo:,8lone (A) which deals with the

doctrine of equivalents from the viewpoint of inven.tion as a
whole, giving attention to the technical idea and the other
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(El' which deals with the doctrine of equivalents from the'
point of l7iew of substitution of elements, giving attention to
the component elemeqts of invention.

A, A decision concerning patented invention as a whole and

deal'ing' with identity of technical idea ., r:.. 'equivalency in the
broad sense.

"Infringement of patent right under the employment of the
equivalent processis'deemed.tobe.in effect'within the
limit that composition or process of practice is based on
the concrete solution principle (or technical idea)
adopted in the patented invention. Fotm' of practice
employed by the accused'; if variant f rom the principle or
technical 'idea,eIilployedby the'processof'patentasa
whole, >is needless to'say, not permitted to use' the' legal
theory of eguivirlencymutually between the principle and
technical idea even if identi ty is evident in the
starting substance and obiectmaterial. (Debisionon
"sheet· of pore-rbeer Lnq plastics at osaka' District Court"
May 30, 1969).

B. Decision concerning substitution of' component eliementsof
patented invention .••.• equivalency in the narrow sense.

(Br-L} Equivalent article having ideqt·ical 'effect, in
order to·be called so, requires that. the substitute
produces no essentially·different·result,'inother words,
the substitute> is same as> a>.means' to accomplish 'object
and in respect of function and effect. performed by the'

patented invention and that such is what is to be known

'(Spiral apr Lnq 'casetat: Tokyo High
Court, May 23, 1962)

(B~2) Following sentence is quoted from literature15)p,rinted
at the end of this paper ;
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." O'1·' Equ i v a l e n t ,,'ar-ticleu: ..arid ue'qtiivalent .pxooeas" ,are concept

which lead lis ·tofi·nd ,that the.. accused.article. 0): -prooeas

is the same as the patented article or process ,it; ,·the'

accused article or process is very similar to and

'aChieves ·thesallle functionand,'effect when ·substituted

fcr'th.e pa'tent.ed article .o r process ;.i.e., is,

interchangeablewith,the patented invention and 'such an

interchange wOIHdhave been ·easi,lye<'onc,eiv.ed' ,of by,those

sk·i lled;intheatt at ,the.patenbif i1ing;da t e.,

(JStyrene foam, case at Osaka distr·icbCourt;'May· 4\" ;1961)

Decision' (A}ment'ioned above.dealswith ',equivalency

in .Lnvent Lon ias .ca"wholeand,i", .inamed ·equivalen<;:ycinLbroad

aanae , On·theot:her qhand ;<decision (B ) deals with,'"

substitution ot..component element of invention Ln cpar.t; and

t he r e f o r.e is call·edequivalency -Lnmarrow sense (Jeqllivalency

in element). Equivalencyinnarrow'sence is .commonly.· viewed

as f o.Ll.owsLand vsuch. is ·.essential'ly.applicable to the· 'decision

(A) •

"If techniquewhich.substituted·a Part of the 'component

elementsof.patentedinventionforjotl)er element

(technique represented by substance :or;process·)'.iso<:

interchangeable in Object and function- effect with

.:patented· invention' ,+inte.r.cha·rigeability) and if such

SubStitution .would .have been .conceived of by chose.: -:

skilled in the ,art ·t:romtheingredient,seLfcr,th·in ithe

patented invention at;thetime;of filing'of patent·

appli cation (Obviousness. of .concei vabil i;ty., easmess of·

conceivability), such technique is equal to the patented

inv,e:ntion,~""

substitution' is given here as a·"
general name for obviousnes of substitution and easiness of
conceivability.
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Mr. Kohsaku YOshifuj i' explained about, .such .common

view in a concrete example,. which' is,' referred to in .,the

folleiwing. 1 0 ) ..

"~The •.patented· invention is concerned.wi th,an invention of

a certain device and, while the claimof·the·patent

includes rubber member· as one'of'the,comp.onentel.ements

and fy.J;t::her):ll<::,]:udesj dn ·the. detageli des9ription of the

invention'a'liescr~ptiClll<tos\lChEiffe<::tthatthesaid

irutlbe,r.membercisused.toprevent vibration by means of

its own elasticity, the subject matter in dispute is

sinii'1<'l.r ,tdthe.deviceof ',the·ipatented invention in terms

Oof .bherobject;. of invention, .and ,.thel.atter,isdifferent

in composi ticin'only 'inthat 'boardspr,ing·. is,lised in' place

h·ofrubbei spring. Insuch,case, ·,if ,r,ubber'spr ing .iarid:

.boardrapr Lnqcare . inte.rchangeablebecausethey .ar e

-iderrt Lca.L. wi th each other in functicin·effectand it is

'obv.ious for' .those'si<cilledin ••the .a r.ti a'b,thectime.of

filing of patent application that the two articles are,

interchangeable as anti-vibration material (obviousness

ofsubstitutionJ" the subject matter, .i,n dispute is' an

infringing article as it 'oi.sequivalenttothe said

patented.invention "n

Inthisexamplei if <::()n<::eiyabilityo,f substi,tution

is absentiinfringementis denied in 'Japan ( i.e .. claim for

inf'rOingement·underthe· doc.tr ine .'of.equivalents is not

approved). ',Tire ,manufacture 'case (III ).introducedin the

beginni·ngof this 'paper is an example of such case.,..

As such is the affair, requirements for establishing

the doctrine of eq.ui,~cll'=~~~,~in Japan may be sununed up into

three items which are to be satisfied at same time.

CD Interchangeability .....
identical in function and effect(»

GD Conceivability of substitution
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interchange was. obvious, wask:nown orw;is

easilys-,perceivedolt{on. the basi,s .of

description ill the patent applic.;it~on.j

® When conceivable?<.•.•..c•• '

.at the tillle of filcingofpatentapplication.

(*): E)ven though identical in. function and effect,

equivalency is not always conceivable if the

-subst dtute is too. much excellent·in such function

.andeffect.•

5. Doctr tna-of equivalents in, We.st Germany (Articlelij,
Patent Law, 1981)

(1) Decision of ;formstein case',(IV) r,eferredto.aQove

and decision oLion analysis -dev.i.ce using chroI1latography. (V),

both .of which ,were llladebySupremeCourt of the Feder,al

Republic Of Gerlllany, have been reviewed according to what was

held.,insuch .decLsLoris r resulting .Ln such conclus,ionasshown

in the fOllowing.

CD Interchangeability

identical in object and result

® Conceivability of substitution, ",.,

can be found out (auffinden kann, sufsehen

,kann) (by a person skilled in the art with hi,s

knowledgeand,skill,on.thebasis of

.descr'iption in the patent specification.)

® W,hen conC,eiva,ble? .. c•••

at the, ,time. of filing of .pa t ent; application.

fc,lJ.o"illg are the parts of above-

to the said conclusion reached by

us.

(Decision on the case of formstein)
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a. "Komml: esdarauf· an,'ob'derDurchschnittsfachmann die bei
der angegriffenen Aus.fiihrungsform· verwendeten
gleichwirkenden MitteL aus denPatentanspriichen unter
Heranziehung der Patentbeschreibung und derZeichnungen

. auf der"Grundlage'seinesFachwissens suffiden konnte, und
n i.cht; ·aufeine'iibe:reinsttmmung '"in ,:ei.nemuprinz"ipllll

br "zu'fragen ist,'obder fac:hmannAufgrund der·'in den
Anspriichen unter Schutz gestellen Erfindung'dazu gelangt,

das durch die Erfindung geloste Problem mit
gleichwirkenden Mitteln zu losen, d.h. den angestrebten

Er folg' auChlliit ande r en Mitteln idie zudiesem Er.folg

filhren, zu erreichen.

Losungsmittel, d.ie .de'r Durchschni ttsfachmannaufgrund von

iiberlegungen,diesich an'der,in den Patentanspriichen

umschrd.ebene Erfindung orient:1eren, mi tHi'lfe seiner

Fachkenntnisse alsgleichwirkend auffindenkann,sirid
regelmassig in den Schutzbereich despatentseinbezogen..

Das gebietet das Ziel der angemessenen Belohnung des

Erfinders unter Beachtung des Gesichtspunkt der

Rechtsicherheit."

(Ion analysis device case)

'a; 'Dariiberhinaus'kannelne Benutzungderunter Schutz

gestellen 'Erfindung vorliegen'wenn de·rFachmann aufgrund
von-Ilbe r Lequnqen , die am Sinngehalt derAnspriiche, d. h.

an der darhin beschribenen Er.findunganknuphen, die be i

.de'r 'angegr ifferle'nAusfiihrungsformeingeset zten

abgewandelten Mittel mit Hilfe seiner Fachkenntnisse zur

.Losung desder Erfindung zugnindliegenden' problems.......................,..... ,

'gleichwirkend auffinden konnte,

Benutzung der im Klagepatent unter Schutz gestellten
Erfindung reicht mithin die blosse Feststellung einer
Gleichwirkung nicht aus

(This portion is quoted from the decision on formstein

case. )
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b, "Das, .reicht zurl!egriindung .E!iner P<lj:E!ntYE!~lE!tzung nicht

.aus. Entscheipend,isti ob der Fac::hmann beim Sj:udium.der

in den patentanspriic::hE!n,um!?c::hI;j,benen j;;~fi~",u~gAie .b~i

derangE!griffE!nE!n yorfichj:ung eingesetztenabgewandelten

Mittelunter Einsatz seines..Fachwissens auffinden.

konnte. t1

Following is thE! summary of the portion quoted abOve.

<D As 10ngasj:.hE! means emplpye¢l·. by a.. pe rson. skilled in the,

art produces. the same result as ,thi;ltof. th,.e paj:entE!S1

invention, that mean is deemed equivalent means by reason

of its being same in result even if it is differE!nt from

one. empl.oyed by .the .. patenj:ed.inyenj:ion ....

@ Following requirements need to be satisfied, in; o~PE!r that

equivalency may be established.

@-l A person skilled in thE! ar t •••• 'sub!?j:itute"Ineans

>which. is identicalin.ef,Eec::t;with the element of the

patentedinven1;,ion.fromAescr iption in the patent

specifici;ltio.n using" its pwn; knowledge and skill.

@7"2' ....j•. c.an .fLnd •. out ( i;luffiXlden.kann) •

~eeplE!ss ..·to.say," a ppr,t.ion, .men,tioned in <D
descrIbes about; general .no ti.on of equivalency, and

the portion of. @,..,1i;lnd@7"2 points;tq

interchangeability' and .concE!ivaj;>ility of

SUbStitu j:ion,j,re s peetiyely.

'It is, "hpweYE!r ,.ppintE!o.'outth,at merely t e rm

"auffinden kann" is mentioned in"rE!spE!ctof,thE!"lE!vel.pf

conceivability aridvnot.h.i.nq is.. Si;l.io.. in respect of "to what

extent ll
•

And, "when conceivable" too could not be read

definitE!ly· frpm'such decLs i ons and it may .. pnlybe understood

that i t·will. be .the same.iaa-Ln the old, law, thi;l·t; is.,,, the. time

of fiJ,ing of pi;lj:ent applicatio.n.
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In cornparisori 'of 'l:ihosem~lltiolled'abovewith,thesame

in'J'apan', we rnay'coriclude) except for' the point of "theulevel

of cOllchvabUf\:y' .i.hthe'acFof"interchange "that'

rnt~rchah9~a\).i.lity;'•• conceI vabil.i.ty) of substi tti Han and '!when

conceivabl'e"i"loe;subsUhtialiY'same as'those in Japan. ,

6. Doctririe'ofequillal entsfnthe'U. S;

(1)" Requiremellt's"irithe U; S>fobestablishirigthe

dochirieof equivaH!Ilts

Our view Oll this'rnattetbased upon the judicial
precedent iisi as ,follows

QY 'fntercharigeabili ty .;; •.

fi'rst; .i.nter6harig~abHity is questioned,

therifuriction,nmanrier and result are
',r'ev-ieW'e'd. In:)'Otherfwo'tds,:,}we:'perce i ve

that;' 'the concept of.i.nte:tchangeability is

not'inclusi\ie of such elements as

-func t Lon , mauner and result .

@ Conceivability,of subst.i.tut.i.on' .• , .•

? describedi'll' the decision on' Graver Tank

case as 'such>": "would have Known of

interchangeability" and such is considered

substantial.1ysame,with '6nein'Japan.

® When conceillable?"'."'.
at the' tim'e' of iCnfringement.

, (2 )-'T De'ci'sibnI5n G'tav'et Tankcasell )" which is deemed a

reading 'case (j'f'thedocfr'ine ofequiva..1ents"in';,the,U.,S;

contains such expressions as intli'c'atedundet(!aj thn.('{c):
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(a) p"'tenteema:(inYo~.~ thi"goc.trine.tpprpc.:",ed against

t1wproducer of. a,(I",vi9"" if,i.t.p",r~ppt)s•..
substantially th",,,,,am,,,·.· funG.tion.in§.\,b",tantially the

.. same wa:(>tp optain.thf' "alll",re"u.:L1"

(b) Wheredevic", is So far. cllanl;j\ld.,inprinciple from

patented' article that ikp.f'.".fo.".m". samevox .similar

function, in, substantially'igifterent, wa:(, "but

nevertheless·falls w.ithin lit~ral worg o~,claim,

doct.r ine ... ma:(.ibe\lsed.to. reEl tri.et ela.illl· and defeat

patentee's action for infringement.

(Ci) "An important. facto,r iswp",tll",r per son. skilled in the

art would. have known· of til",.> interchangeability.oLan

ingredient not contained in th.e patent, with. One that

.was,::."

Portion of ·.(aj.refers .t-o, t)1e necessi..tY: of compar i;>9n

with invention as a whole and portion of. (lJ)·suggest.s .i:J1..at..

equivalency is not always established when there is quite a

d i f f e.r.erice. inthei' pr-incd.pLe (mann",r.j.of means for .soLu t Lon of

problem (in otherword,the.rgvers",.doctrine of equi va.lents..

applies.) and portion of (c), without reference to function

and effect, .t oucnea.rs Imp Ly.rqeneraL concept of

in.tgr.chi'lngeability (will be descr ibedin .mor e de.taHs on page

'1'8) •• '

(2)-2 We have such saying in Japan as "taking a leaf out

of ·>the wiseman'S. book",meaning .,looking .to the o Ld. thing to

restudy new thing. based thereon • Referring .to the. book

.wri tten by Professor W.C.•..Robinsonl~.l from.. sUGIl .sense,iWe· ceme

int"'iXE~S.t:il:)g"r.f'mar.k","

CD The term "equivalent" is used inPaten,t Lawin.t.Wo

different senses, and in relation to two different

.sub.j ect.s •. In .one.sense it.penotes the

'correspondence between agencies which not only

perform the same function, but are in themselves the
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same ooerative means. In this sense it,is

synoriymous<:with'''identical''i1and:can be properly

employed1only in' reference to" al1 invention~

whole. In" its second' and more technicaL sense it

signifies the interchangeability of agencies which.

iare"known'·in'lthe' art to be of serving the 'same

purpose"as'identlical par t s<of some particular

'invention; Iridthis' sense' it: is: applicable to the

elements or'il1gredients by whose union in one art or

instrument the ' inventor has ' embodiesl his idea of

means.

In short, years ago intheU.S.,'therewere cases

'whete 'diff~renceor'simiYaritywasput'to quesj;ionin relation

to'inventio!il as a whole' and,caseslon the otherihand where

"equivalency" was questioned in respect of aubst.rtuc Lon of

component elements of invention. The former corresponds to

"thedecisi'on (A) Tn Japan, andthe'latte'r corresponds to the

decFsion ?(Ell lin Japan.

And',' as the expLarracLon about the' comparison: of

invehtion' elsa whole, thereissuch"parag,raph as:

@ "To make on,e'lIlechanical,device the)(equivalent of

"(l 'another, it must appear not only t,ha"tit produces

the same effect, but that such effect is produced"by

substantially the same mode of operation."

The term "'resul\:" rnuch debated at present is' used

here as :thesynoriyniof"ef'fect", and 'as 'to the 'laUer, that

is, "interchangeability" Wl1ichis liable to become the SUbject

<:>,t,~rg\lment in res!'ect of substitution of :eieme'nt;,
point out similarity in the case of Japan in view of such

expreasi.on quotedvaas

® "serving the same puJ:lposeasintegral'part."
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N",,,t, as to th", existence ,Of conc,:,ivability of

sJlpstit,!ltipn, th",re,,i.s all;,;e"pressiolls!l"h,as "wi thaut f'urtne r­

exarcise .of inv",ntiv",~kill~' in the paragra.Pl1"g\loted in the

foHowi,ng. '

@:l" '\It must have b",,,,nkllowll in the ar t s , at th", date of

the patent," ;or "have.raubaequantLyibecome so known

without further exercise of inventive skill"

Moreover, as to'th", l",yel ofconc",ivability of

substitution on the substitution Of e Lemerrt , there is such

paragraph as:

®",In th,:, s e cond sellse,<equivalents, are defined as

"obvious and customary" interchange", see Smith v.

Do",ning (1850), 1,Fish",r, 64."

This is almost nearly sa.me in content as

,c9nceivability of substitution,referred t o ill Japan.

7. Comparison in r-aqui.rements for es tab.l.tshment Of;

e,qu,ival encyafJ\ang the lJ.S,.We~t Germany and; Japan.

Based,uponthe descriptionmentioneda.bove, the

content of interchangeability, conceivability of substitution

and, "wl1en;c;9nc",ivapl",}" are relate,dbr,i.eflyf9reacl1"cpuntry

inth,'" following;,

(1) Interchangeability

Japan is

estapli§hed if ,elll element subs t Lt.ut.ed in'

cpr respondence to, compon"'llt elemelltpf the

patented inyen,tion Ls same illfullction and

effe,ct.

Germany, ",',,' In tl)eguotation(b) from th",;

decision on "forrnstein case l l referred to above,
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" daaidur ch die"Erfindunggeloste Problem

'mHgleichwirkenden'Mittelnzu'losen, d.hV'den

"'angesH"btenErf01gauchmit anderenMiHe In,"

die zu diesem Erfolg fuhren, zu erreiChell,.''''"

"the problem" is referred to the object of

patented inventicmand effecFih the reversal

form of such object, being)therefore the same

, in content as in> the case of Japan.

The U.S ••.••• As stated in the decision on

Graver Tank case mentioned abo"e>tOsuch

effect,' "An important factor ••• ; • whethel:

person •.••• would have known of the

interchangeability of an ingredient not

contained in the 'patenl:: with one that w";~."

Componentelementof the patent (alkali­

metallic silicate) is referred to only on the

interchangeability ill general'and'not

pohtivelY on the identity in function, process

or result, according to our understanding.

This is because it eari be read H6mthedec1sidn dri

Perkin-Elme'r"e";se (v .,westinghouse casej 13l thatlde'lltity in

function, manner and result is further required after

ex i s.t'ence of int'erchangeability is'acknowledged.

''''I'ha't''per'son skilled in the ar t wduld' 'have 'known of' the

interchangeabili ty of claimed with uncla'imedelement's ris

a factor in considering equivalence, yet the accused

device must still perform sUbstant'h111y the 'same function

in substantially the same way to obtain the same result,"

"'Perkih"'-Elmer 'evid'ence> that' tapC.couplTn9 and loop­

"coupling"were known ,to ,be int'erCiiangeably useful in

Cr'ifff'ect'i'ng power tiansfer in'enti r'ely' different and

unrelated environments cannot serve 'as' a> basis for

enl'argihq thesubjecFmatter' explicitly. set forth in the
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claim; "Moreover;' the, avLdence.ti.s nonprobative ,of
':~ 'equiv,aTen:C'Ef-- '•• _. '~:~,-. II .:' :-,

"Perkin-Elmer points no evidence that tap and loop

coupling were known as interchangeable means for

performing those functions '''f''
Moreover, the following comment contained in the

review of Mr. ihJ Hamburg: on, the, decision bnGraver Tank

case1 4 ) , 4f 'read, Cileadsustounder,standthat,the'term

interbhangeabHity points',' to" such.vcondt tion .that three factors

of 'function',' manner and result are placed outside the frame

work.

"Equivalency must be determined on a,case-by-case basis

against the context of the patnet, the prior art and the

particular circumstances of the'cas'e.c'The: specification

of the patent does not have to expressly disclose the

equiva1'entieleme:nt; ',The': test', of' eguivalencyencompasses

any element w'hichJone,b'f ordinarys'kill,in:,the art would

perceive as interchangeable with: the claimed element,

everye1'ement develbped,'by, post-patent technology ."

Concerning sucbvpoLnt.; Mt'i::E. Derney'reviewed the

situation of the doctrine of equivalents in Japan1 5 ) , wherein

heintrbduced"(:im English): .decLs.Lorr:,in',Japan,(B-2) : already

referred: 'to. 'Following ,is; ap,u:,trelatep: thereto.

""Equivalent article" and "equivalent pcooesa" are

concept which lead us to find that the accused article or

process is theYsanie' as the' pa:tentedarticle,ior process if

the accused, atticle or .proceas is very :similar: t'oiand

for the patented article or process, i.e., is

interChangeab1ewiththe pa:tent'ed,'inVent1bn'and such an

interchange, could have 'been 'eas'Hy'conceived bf by those

skilled in the art at the patent's filing date.
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time·of patent. filing

at the' time of patent.

is, held:'.to'..be admLs sLb.Leitha t; such

Japan " •.•. at the

West. Germany ..

filing (?) .

. The U.S ...... it

Conceivability of substitution,

Japan' .••• ; .waa known or

would have. been easily conceive<l. of.

West' Germany ..••j ••• only "auffinden .kann"is

stated" in . the" decision '. mentioned .",boYe",n<l.:. :flO.t

clear, abouj:.the level of, conceivability bU,tit

is same in concept with one in Japan.

The U.S •••••• substantially same with one in,

Japan;

may be the time of infringement as stated in the

decision, on Hughes case.,16)

."Pattiall1aria,ti·onin·technique that' is embellishment

made poss Lb.Le- bypos.t-patent technology does not allow

the accused device to escape "web" of infringement."

(2)

(3) ,"When conoeLvabLe z"

In a word, it is . properlyunderstoo<l.that.

interchangeability meant in Japan and' West Germany. is .the

interchangeable means identical in manner, function and

effect.

8.. Compar lson, of requi.rements for,establis,hment of

equivCilencyamongJap,an. the U..S.; ~ermClny amLWIPO

Comparison. made among the said four parties on the

basis ,of the abov.e.~mentionedinquiri.esissummarizedinthe

following ••
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Comparison of requirements for establishment of equivalence among
the U.S., West Germany, WIPO draft and Japan

.................... '.';' .
Deci~ion _: Decision

(B~l) : (B~2)

... ' ..'Japan

Decisi6:n
I (A-l)

,West Germany.The U.S.WIPO draft

General :Essentially, : rdene Lcaj. in
:identical in :technical
: means 'i ~ element~

Identi:cal
principle
'for. sC:;i,lu~i6n

.".,'.' .":.:" .. '... ',.'.~ ..
The s'arne"as
,WIPO 'dra'ft

• •••••..•, • '.,'.•• ,!,~ ~,,' ••..•••••• '-'.••, "'.' •••••:~•••••••

':Th~:: s~me::a~ : ESi:ient:ially : Identiq,al in'
WIPO dra:t't : identical in·: : f.unction
and U~S. : functionI .

Produce's _
substantially
~-he Sante
result

..-.' : .

.;..............•.. I'~!'.~.?:.S:.: ..•.•..:...•........ , : :.
The sa~e.a~> :Essentially': Identical in
WIPO draft : identi,cal in, : effect
and U.S. :effeGt

Not required

. ..... - .

.. ~ ',',' ..

It,,\pe~ forms
substantially
the same
functIon

Produces
sUbst~ntially

.tihe same
r e:$lu1t:,'

in;,su'bstanti­
ally 't.he same
'marine'r

tt functions

Produces'
s~bstantially the
same result

in substantially
the same mann~r

.:' ' .
Function

Result &

Effect

(Manner)

Interchange­
ability

Included Included
(Proper

.substLtute )

Included
(~f result is,
same)

Included
(Identical
in~'_:fuhctiori

&eff~ctJ

: Included
:.( Identical
:',1n :fun'eti-on
:~ effect)

: Included
: (Ident~cal
:in function
:~, effei:t)

Conceivability INO provision
of
substitution

Included Include'd Included Included : Included

~
'U

N
f-'
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Thit' bible may lead us tosa.y as follows:

0·) On established rule (Function, manner a.nd r~sult)

diff¢rent in~xpressioni

the same content in Japan and
.. ,.

West Ger~any, Japan a~d the.U.S.
Germany in result or effectWest

with

wordS:,. ~hough somewhat
point to substantially
the U.S.
In comparison
are same with
a'Lone ;:

'Compared with above-mentioned three countries,WIPO
draft is same as them. only :i.n result :(effect) •
With regard 1:0 fllrlcti.on, 6nly '!fUilctions" in the
verb",l form isputin theWIPOdn,ft column.
However, thislseefus' not to lUakeanydifference

®

compared to the U.S. case.

(,2) Interchangeabili t ..l'

This';:exists as general' concept' in all parties.

(3) Conceivability of substitution

It iswiPO:d~ahalorte thath"'s no such pJ:ovis on.
It c()mmonl; eXist~i~ Hie provisions of the
remaining.£hree :p<liti.es.

FollowiI)g table give,!, general idea of alldescj:"ibed
abo've.
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West
Germany;,

Different

e." •. : .•. :.:';••.• ,..... ,.,' •...•

-:C',,'".........' ........ ,;. ;,:-.

D'ifferent

Supsta.nti­
ally
common

;; -.;,: .

.. ,-•.•.••..•..,. '.,oo ...' .: ' ~:.:.- -.--,' -.. - ..-. ,'-' ,', , ....

The" Japan'
U·~1S~

;:. F;SubstantialTy: •.•
common

.subst an t I>
';' a.lly

common

.....- , :.. .. - '................................... ' ..
Substantially ...

contiJ(on'

Stibstarifially\
common
:~~.....

Substanti­
ally
boininon

• • • • • SUbstantially •••••
common

....... Substantially ••• ,.
common

W±PO
'Draft

Dif­
ferent

...................................................................................

Function

(Manner, means
or principle)

(Level of
'conceivabili ty)

.... .-' ~'''.'..'" '.'

. ~-- ~:';.. .. .. .. .. .. .. .. .. .... ...... .. ..........

. Result (effect)

b. Inter­
changeabilft'y

.a., ,Establisheq.
rule

c. Conceivability of
substitution

d. When conceiv~bie1



P. 24

According. to!:!:II" t"ble, the problems seemed
,ema~n~'1g to b!!."djusted.from t~e I?pint of view of
harmond aat.Lon are: (l).mannerand function, (2) whether or
110t to have anyprovisionforconceiv"bilityof substitution
and then whether to define on the level of conceivabil1t:y and
(3) the /llatter of time all to "when conceivable?".

Also, necessary is to affirm whether function,
manner and result have been taken in the concept of

interchanqeability.in the u.S,.

In the following wel?ropose from the point of. view
of harmonization as to how such matters should stand.

\I. Proposal froln' th:epoin(of view of narmontzat ton

(1) Onma,nner and function

The,e is ,no:divergence of views as to.what to be
protected Ln il1vention'is t hemeans (manner) for solution of
problem and also ·as to what such means produces are
~Ifunc-tiohll;:-ahd'"resultn. ~And' there is unseparable
;:" .<' _.,' _ ' ,:i ",.,' ,,_) - :,',. ,- ,

reLittionsnip);>etween these three mat t e r s , Thus, content of
the· present rUle iscol1sideredreasonable; Only problem may
be how these matters are defined or understood by the people
concerned.

In the preceding paragraph we ventured to use such
expression as "identity of technical idea". This is because

court decisions for all ages and in all places indicate that
technical idea of invention has been more
importance upon the determination of infringement as
represented by (A-I) decision in Japan to say nothing of
decisions in West Germany. Moreover, in the U.S. too this is
reflected realistically in such decision as follows:
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"Tf.heconfines self rigidly to thoseelement.ofthe
specification.as they appea r on the specification,. he
derives patent of,practJcal value, because it is always
possible to change form of these as they appear." "They
resort to the "doctrine of the equivalents" to temper

unsparing logic and prevent an infringer from stealing
the benefit of the invention."

(Royal typewriter case, Cir. Ct. 1948)

"The essence ofthedoctrin'eisthabone may nof

"Such'limitation would encouraqe copyist to make,

linirfiportantc/lange and ins)lbstantia1c/langeand
substitution.which, t/loughaddingnothing,WP\.Ild be

enough to take copied matter outside claim."

"Patent is infringed by device where they are

substantia'lly . identical ,operatinguponthe same

principle, :and accomplishing thE!" sameiresult: in
substantially the same way, where sl.ight.change·inform··

made by defendant is merely colorful departurefrorn -the:

patent." "There 'is substantially identitYi constituting.
infringement, where a device is a copy of the thing
described by the patentee, either without variation, or

with such variation as consistent with its being in

substance the same thing." "Close· copy which seeks to
use the substance of ·theinvention, and, although showing

some change in form and position, uses substantially the

same device, performing precisely· the same ,offices 'with

no change in ·:principle,i' constitutes ian 'infringement. '!

(Sanitary Refr igerator case. Sup. Ct. 1929)

.a fraud on a patent." "Equivalency is not ..tt;lhl.,e::pr~.~()r(~~:> + .
a ·formula and isnot'abs61uteto be considered' in

vacuum.':' ,;HOne .::who,o seeks·to-,pirate-,an invention, 'like one

who seeks topiratecopywrighted book or play,' may be

expected to introduce minor variation to conceal and
shelter the piracy."

(Graver Tank case. Sup. Ct. 1950)
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(2) On conceivability of substitution

If

However, the doctrine of equivalents, if

to be endlessly extended, would contradict <the

"If two devices do the same work. in substantially the

same way, ahd accomplish substantially the Same result,

they are the same, even though ·theydiffer.inname,. form

or -shape:~11

(Machine Co. case. 97 U.S.)

(2)-1 This matter is commonly adopted in the said

three countries as described above, It is therefore

considered effeqtive f9rsmoothlyhelping on harmonization to

integrate this element into liIPOdraft. Neec'ilesstosay, the

counfeof·determination in itself on the existence.of

conceivability involves something difficult in the same degree

as dnthe·deter.minationoninventive step {according.to

Japanese practice ,there is essentialdifference.b.etween these

two matters in t ha t: it is the matter withjtheformer·. whether

interChangeability was known or' wou·ldhave been known on the

basis of .the·descriptionin·the patentspecif.ication.a.nd the

latt.er is.determined on. the basis of known.art at the time of

patent·filing. If by·the substitute used in the accused

ar-t>icle,:":e 's s enc e:ll : of<the:-patent,eq;invenbion still; remains to

be used and.ifsuch accused article is relieved from

accusation of infringemen.tbYfl.uchreaflon that tl)e said

Subfltitute is not contained in the patent specification, such

would be unfair for the patent right owner. Such substitute

naturally and obviously derivable should be deemed equivalent

as long as the "essence" . of patented invention is .used ;

(2)-2

permitted

the sUbstitut.ed.means is different in the principle, or thE!

l.evel·of conceivability of the substituted means is in an

extremely high degree or ·effect produced thereby.is

proml.nant.Ly notable, the reverse doctr.ine of equivalents

should be permitted to interpose.
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w..e •..Rol:>inson, referred to ... be f o r e , qIlOteci .:folJ,owil1g

examp.l.e in his book ; page 336,.Vol. .1.

'~But,:gent:L~J!l.el1,,,:there may beeguivalents in producing

the same· results ,.each· of which is an independent matter
of invention, and in that sense they are not mechanical

equivalents. To illustrate illY m"alling, sIlPPoSl", in early
days, thepr9blem was to get water from a well to the
surface of the earth. One man takes a rope made of

grass, and draws up a pail of water; another would see

that,.asa mechanical equivalent.,a.rope of hemp would

accomplish the same result. But suppose another person

.. comes, and for the fir.st t.Lme invents. a pump. That is

eguivalent in. the result of bringing the water to the

surface of the.ground; in thC>.t respect it is equiv"lent
in producing that result to hauling it up by a rope, but
is not mechanically equivalent; it brings into operation,

,as you know, very different powers and forces, and.would
require invention to introduce it. 11

Such .would be moreclar ifiedif. you read following

P"J;t quoted from the book written by Professor RobinS9n
mentioned above.

"It must have subsequently become so known without

exercise of inventive s~ill.'l

(2)-3 It is in such sense that provls19ns should be

made of conce i vabili tyofsubsti tU\:~9n'llP9I1wl1ich! it would
be better to mention expressly the level of col1seiyability is

in
induced"

(3) Ont;he time.a" to "whenco/lceivabJe?"

This problem is, as. alaready explained, a SUbject of
opposition between the part of Japan and West Germany and the
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partdftheU.S. andWIPO; tri'recent society, patent will
confront endlessly waves of ptogressiveteChnical inovaHdn)
during its duration, at least ten years. And, it is not
deniable i the higher the l1alueof patent becomes, the "more the
pith and mo r r ow of the, patent is de's t Lned to, sUffer from
pirate, use or'appropri:atidri; DecisionsintheU.S.and those

'in Japan as introducedsd far, truly indiCate that substance
of invelltionortechnical idea will be the subject of
protection'i:npaterit;

Pirate ;use 'andappropr iat Lori 'mentioned abdl1etend
to be easily perpetrated with the pass of time (= technical
advance), in view of which it would be reasonable to insert
such phrase as "it' does 'tmatter whether a point of time is
1tmt ted or not" in consideration of fate patenLhas togo under.

The foregoing has been prOposed from the pOint of
"iewof rule, arid we desire tdadd'one more proposal as the
final one.

This is based upon concept that where there is a
rule, there must be a conCept to control it .In other words',
as explained in the beginning, as the backbone of such rule', '
it is deemed ,reasonable to have a provision to such effect
that:

"Upon the determination of scope of protection for
patent; the context 'of patent, the known art and the
parHcular'drcumstances of the case shOuld be

considered .'"
or

The o:,:f: ::::, "J'c"I.'"~~<i,~I,
strictly literallythenorrnal mean i nq of the
wording in that language but is to be interpreted more
flexibly to cover any element which c:anrationa.lly be
implied by the wording when read in light of the
disclosure of the patent specification, the background
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situatiOn of the case in question.

10. Conel usion

the specific

P. 29

Whi~e sincere review has been under. way by everyone
concerned towards harmonization, we have made,proposa~s .for;

harmonization on the basis of compa r Lson in t he ..doctrine of .' ·

equivalents among the U.S.,West.Germany and, JaP<ln;though not;
necessarily satisfactorily, as well as the introduc::t,ion,of t,he

doctrine of equivalents in Japan from the viewpoi.llt oLmutual

understanding on the doctrine of equivalents.

How difficult it is to set by a single standard a

final and rational wall between public and patent right owners
is understood by everyone. Furthermore, notwithstanding such

specification as we have as indicating specific wall, would
"such as that an equivalence is what the judge says is an
equivalent"17j be allowed to remain as it is? Though it is
true, it is difficult to bridge a gap originating in

difference in culture and customs and manners, and still more
in judicial system, die has ·been cast and we are not allowed

to turn back. We are convinced firmly that thick wall raised
along the boundary of nations could be removed with the wisdom
and effort of mankind.

1) BNA's Patent, Trade Mark & Copyright Journal Vol. 37, 3­
2-89, P. 421

2) Patent & Licensing, February, 1989
3) Patent News Dec •. 9, 1988

EPO Journal Dec. 1987 (P. 51)

5) GRUR 1988 Heft 12, p. 896
6) 4 USPQ 2nd 1737

7) AIPPI Annuaire 1989/1 (ICC statement as adopted at the
May, 5, 1989 meeting)
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8) "Scope 'of Protection o~ :Patented Inventioni written by

Shigetoshi Matsumoto, '1st edition ( 3rd printing)p, 202

9) Outline of Patent Law by Kosaku Yoshifuji, 5th edition p.

358

10) ditto p. 359

11) 85 USPQ 328

12) The Law of Paten,t for useful inventions Vol. 1 §245 - 248

13) 3USqo2d<1321

14) PatentandLicensing,Oecember, 1986,p.24

ls)PatEiritand Licensing, 1989;p.7

'16 ) 219 USPQ 473

17) JPOS Apri1i19n, V61.54No, 4 p.249
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(Post s·cript.)

1. We based ch,iefly,f.or our study of. the doc t rLne of

equivalents in the'U,S., on th!! Graver Tank decision.

How~ver, there is perceived of some severe criticism

against this dec i s Ion (JPTQS Auqus t , 19.88 p , 511) •

point of. such criticism. is:

"The alleged infringing structure was GpmpaJ:"ed for

equLvaLencyito theinventiond.isclos!!d in th!!specification,
not to cJ a.lms ," and , ••• , ••• ;;, ~',Thecourt took away

litera.l infringement from the patentee and give him back

infring!!ment·bya biz.zare exparrs Lve doctrine of

equ.ivaLen t:s. I
'

As this .comment is by a person working .for. a certain U.S.

!!nt!!rpr,ise,w!! sha.ll b!!. pleased if any of, you ,attending

today's meeting let us knpwany view of Gr.aver Tank

decision ..

2. Th!!r.e -, ex i s t s truly the doctrine Of; equLvaLent.s in Japan

but it is never in t he front in. .the court. comment by

.Mr. Edward G. purney on this matte r .ish!!r!!by Ln t r oduced

as it .seems r easonabLe , (S!!!!Qupta.tipnI 5) )

"Although 'gIVIng Only his.privat!!vi!!ws, jUdge

Toshiaki Makino of Tokyo High Court probably

!!J<pr!!ss!!d th!! pr!!vailing thinking of th!! Japan!!se

'. judiciary as t o why,th!! doct r i.ne of . equivalents

should notb!! j.nvok!!d. JudgeMakinp,althoughnpw.....:.. + .
on ma.nyyearsa

presiding judge pf t.!:llE! departmlE!nt of. the Tokyp

pistrict Cqurtwhich¢leals with intell!!cual property

cases.
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··Therefore, his 0p1n10n, while perhaps not the
prevailing opinion in the legal community in
general, may well be the prevailing opinion among
the judges who decide intellectual property cases.

Judge Makino argues that the doctrine of
equivalents should not be accepted by the courts.
He believes that a patent. applicant has ample ..
opportunity, both before and after the filing of his
application, to draft claims of proper scope.
Therefore, there is rio reason not to hold the
applicarit to the literal wording oFhis claims.

If thedoct:rine of equivalents were accepted,
however, the public would not be abletorely·on the
literal language of the claims. The scope of the
patent would not ·befi.xed.with any legal certainty,
and would instead depend on the interpretation of
the court which decides the infringing case

Judge Makino argues that, on balance, policy
favors legal certainty and the interest of the
public over the interest of thepateint holder,
particularly since the patent 'holder can ·avoid any
problems by 'car'efuldraftirig' 6fhis claims. This

opinion' appears to he shared' by most of 'the patent
bench, and probably accounts for the fact the

. doctrine of equivalents is rarely, if ever,
:Lnvokad,:'

From the reason mentioned above, it is

. . c.!='.Il.rt in Ja.pam can not do but deal ~:~s~.~:~:~~:~:!~'r.. .. ...
doctrine of equivalents once the ". of

equivalents is adopted in the meeting .of WIPO, and the
doctrine of equivalents in Japan which has developed but not
openly so far is expected to show great stride forward.
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Mi tsubishi Rayon cO'l Ltd.
Sumitomo Electric Industries, Ltd.
Fuj isawa Pharmaceu.ticalCo., Ltd.
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Abstract

WIPO proposal for Article 202 provides
t:h"t an e.ar lier application is. uaed solely to
jUdge the novelty of a later application. On
the other hand, the novelty is determined
depend~ng on the concept of iqentical
inventions; ...
. We have studied t·he.Europeanpaten·t
Office Guidelines and several appeal deci";.ions
related to Article 54 EPC and abstracted the
concept of identical inventions to compare the
sallle with that of .:rapan. UndeJ:EPO practices,
there could be found no concept such as that .
e1wisagedunder.Japanesepractices whe.re : two
inventions with merelydiffer"1nt c<:>nstitl,lent
features, those with merely different uses, or
those.withorwithoutmere'limitation onuses
are deemed substanti"llyidentical to ,each
other. From these points the concept of
identical inventions at EPO is cons'idered
narrower than that tn, Japan ,and the,eff.ect of
an earlier application of taking away novelty
of a later application is cOnsidered less at
EPO than in Japan.

Takeo HAMAZAKI
Nobuhito KUROISHI:
Keiji.KOMAKI .
Masahiko OMORI

Jap"nese Group, Committee No. 3

1. Introduction

WIP9 substanti"ll,yagreed onth,e effect of an earlier

application on the later application.to be provided ~n

Article 202 (draft) 1) except for a provision on hand'ling of

1) Annex 1
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concept of

EPO's concept of identical

based es.

identical inventions, excerpted

cases where applicants or inventors of these applications

are the same.
The most significant rule in this article (draft)

concerns limiting the effect of an earlier application as a

prior art to determining novelty of a later application,

and prohibiting its use in determining the inventive step

of the latter.
This i.s co.nsidered equal to. the provisions of

Article 29bis.ofthe Japanese patent Law and of Articles

54 (3) 2) and 562) EPC. Di.fferent· from the current US

practices where the prior art falling subject to 35 USC

Section 102(e) can be used to determine non~obviousness

under Section 10.3 i the Treaty may weaken.the effect of

earlier applications in US in the event when it comes into

effect •

. The invention disclosed in an earlier application

takes away novelty of the invention of a later application

when the·latteril'lvention is judged to be ~dentical to the

invention disclosed in the claims, specification and
drawings .Of the e",rlier.applic;a.tion. If the concept of

identical inventions differs from· country eo country when

WHO Ar.ticle202 (draft) is eventually operated in these
countries, the effect of·earlierapplications on taking

away the novelty of later applications will also differ
from country ce .country •

.A prev ioua report3)discu~sedthe concept of

identical inventions in Japan with a focus on Article 29
bis of the Japanese Patent Law with a particular emphasis

on substantially identical inventions.

On the other hand, we failed to uncover any reports

w ••••••••••••••••••••• w~~:a.ll.]n~. wi th the of identical inventions at EPOw ,;c..;

2) Annex 2
3) "Limits of the Concept of Identical Inventions under

Section 29 bis of the Japanese Patent Law": Japanese
Group, Committee No.1, Subcommittee No.2: Proceedings
of the PIPA Toba Congress
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inventions.by studying EPOGuideliries for Examination and

the appeal decisions rendered by EPO Board of Appeals, and.

further compared both.' concepts.

2. The Concept of Identical Inventions in Japan

Since the paper mentioned above discussed in detail

the concept of identical inventions' in Japan, we shall

discuss" only the essence thereof~

There exists in Japan the concept· of substantially

. identical inventions in addition tot-he concept of

identical inventions of which objectives, constituent

features and effects are same or overlapping in pa.rt.

According to JPO'sexamination'standards, the

concept of substantially identical inventions is roughly

classified into four. If two inventions. fall subject to

anyone of the following four categories, they are

considered substantially identical to each other •

.(i) Two inventions wi th a mere difference in the wording
(ii) Two inventions with a mere difference in recognition

of effects or in objectives

(iii) Two inventions with a mere difference in constituent

features

(iv) Two inventions with a mere difference in use or

those with or without mere limitation on use.

Arnongthe four categories; (iii) and (iv) are

complicated. even for Japanese prac.titioners and require
further clarification.

Two inventions with "a mere difference in

constituent features" in (iii) above are those inventions
of which differences are, for instance,............ .. ....•..

(a) mere change of customary means,

(b) mere limitation, addition oreliniination of

cust-omary means, or
(c) mere limitation or difference of a numerical value.

As for "a mere difference in use" in (iv) i

comparison of the two inventions reveals that the
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difference in constituent features comprises only the

difference. in use, and said difference in use is

automatically induced from the constituent featu~es of one

of the inventions.

JPO examiners rely on such, concept of sllbstantially

identical inventions based on the above mentioned

categor ies (iii) and (iv,> when they, reject laterapplica­

tions by applying Section 29 bis of the. Japanese.:E'atent Law

despi te the existence of the difference. in constituent

feature of two inventions. The court also supports this

concept. Ifa later ,application 'is rejected under Section.

29 b i s. 'based on. the disclosure of an earlier ,application

despite the existence of .che difference inconstituen.t

fea ture,the" 'rejection bas.ed ontherecognition.of

substantially identical invention can .be revoked by

asse·.rting the difference .in effect resulting from the

.difference in. constituent .features.

3.' The Concept of Identical; Inventions at Euro.peanPatent

Office

Article 54 EPCprovides the test for. novelty, and

Article 54(3) EPC may be interpreted to read~hat the

effect regarding novelty' of the earlier application on the

later application 'is· the same as;,that of the documents

pUblished pr ior to filing of. the lat.erapplication. The

Guidelines, PartC,Chapter IV, Paragraph 7 (Test for

novelty) provide standards for making concrete consider a..,

tion of the presence/absence of novelty.

3.1 EPO Guidelines on
. .... .7

The abovementioned "Test for Novelty" contains

following passages.

4) Annex 3
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When considering novelty, it is not corr.ectto
inter'pre t the. teach ing of'a document; as embracingwe.ll

knowneql.livalents which are not di.sclosedin the documents;
this is a mat.terof obviousness •.•• (7.2) •

•• . it should benotedthat'<l chemica:Lcompound,the
name or formu:L<lofwhiqh was mentioned ina document, is

not considered as known .unless the information .Ln the

document, together, where appropriate, with knowledge

generally available on the effective date 'lfthe document,

enable it to be prepared and separated ••. (7.3).

In considering novelty it should be borne in mind

that a generic disclosure does not usu<llly take aW<lY the

novelty,' the novelty of:<lny specific eX<lmple falling within

the terms of thatcdisclosure (7.4).

As,far as thesecpassagesare concerned, pri'lr
pubLl.ca t Lons or ear lier applications should be appli ed

strictly in considering the novelty or determining whether
or no t they are,iden.tical Lnverre Lone;

3.2 EPOAppeal Decisi'lns reg<lrding Novelty.

We sh<llldiscuss the Appe<ll Board decisions

regarding Article 54cEPCon nove:Lty; Reference should be
made to Annex 4 for details.

(1) Pheny:Lenediamine Case (T103/86)

The citation discloses num, ium and
rhodium but not nickel as c a t aLyst s •. for hydrogenation

whereas the present invention uses nickel catalyst. Even

though such use does not .chieve any remarkable effect, the

Present invention was considered nove:L over the citation;

i .• e. the .present invention was held not identica:L to the
cited Invention.
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The appeal decision is consistent with EPO

Guidelines that generic disclosure usually does not take

away novelty of any specific examples (Guidelines 7.4) i and

that it is not correct to interpret the teaching of a

document as embracing well-known equivalents which are not
disclosediri the documents (Guidelines 7.2).

However, the·present patent was invalidated as

lacking inventive steps in view of the cited r e f arenoe s ,

(2) Fuel Injector Valve Case (TI67/84)

This case pertains to possible self collision. The

earlier application and the present invention are in the

name of the same inventors/applicant, and both of the

claims are directed to: inventions utilizing the· same

principles and are therefore equivalent to each other.

Although there are brief descriptions in the speci=ication

of the earlier application concerning a f ue L. injector
valve, there is nothing to disclose the·presentinvention

E!!. as-
The Appeal Board taught that "the whole contents" as

used in Article 54(3) EPC do not extend to the equivalents
and that when consideririg novelty, it is not correct to

interpret the teaching of a document as embracing well­

known equivalents which are not disclosed in the document.

Assuming that EPO practices rely on these decisions

consistently, there may be little danger of "self

collision" at EPO.

(3) Herbicides Case (T206/83)

This case disputed whether the cited document

regarding novelty of the invention of a chemical compound

effectively disclosed said compo~nd or not, The earlier~

filed Dow Patent (EP-483) cited in this case described the

objective compound of the present invention and the method

of manufacture thereof, but lacked concrete discussion for
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manufactuiing the required starting materials or inter­

mediates. Thus, the issue disputed was whether or not the
disclosure of the Dow Patent was an enabling disclosure.

According to the appeal dec i ad cn r (1) the require­

ment for an enabling disclosure.of the document cited under

Articles 54 (2) and (3) EPC was thesarne as that for patent

applications as defined by Article 83 EPC1 (ii) the
principle of the appeal decision (Tl71/84) was applied to

the issue of sufficient disclosure1 and (iii) information
obtainable only after a comprehensive search is not to be
regarded as part of common knowledge, The decision is

considered to have shown a strict approach' for applying

Article 54(3} EPC.

(4) Diastereomer Case (T12/81)

This case is related .to diastereomers of a compound

having two assyinetrical carbon atoms, which are expressed

by the same planarstruct'ure and are capable of' being in

forms of threoand erythro. This case disputed whether or

not one of the diastereomers (threo) was novel, where a

mixture of diastereomers (1:1) and its method' of

preparation (reduction) are known from a prior document.
The Appeal Board held that "the concept of novelty

must not be given such a narrow int.erpretation that. only

what has already been described in the same terms

prejudicial to it". and yet in discussing.selection
invention, the Board indicatedfundamentaLcri teria for

considering novelty that "if two classes of starting

substances are required to prepare the end products and

of individual enti ties in each class aregi 'len in................................
two lists of some length, then. a substance resulting from

the reaction of a.specific pair from the two lists can

nevertheless be regarded as a selection and hence as new".

However, the Appeal Board judged that this principle

is not applicable to the combination of the starting

substances and. the method of .preparationthereof as in the
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present case. Therefore,the appeal against the decisi6n

by the Examining Division that the present invention was

not novel was ,dismissed.
In a Japanese case similar to' the ,present case,

Tokyo High Court recently recognized novelty for the

invention of the antimycotic composition.

(5) Xanthine Case {T7j86)

T,his case disputed whether or' not, the pharmaceutical

use of a publicly known xanthine compound was,the, fir:st use

in view of, the descr iption of other' publicly known

compounds, which generically include the publicly_known

xanthine compound and possess different pharmaceutical use

therefrom.

The Appeal Board indicated that the criteria of
no,velty_ shown in the above mentioned Diastereomer Case,

namely, "list principle" is applicable no t.vcnLy for

starting substances in chemical reactions but also for

polysubstituted chemical 'substances, where the individual

substituents have to be selected'from two or mote, The use

invention in the present case was accordingly recognized as
novel,

As the list principle is applicable to starting

s uba t ances i then it "appears reasonable to apply it to a

chemical subs tance per"~. In this connection, the

corresponding patents were issued in 'Japan and US, and

there were no differences among the trilateral concerning
novelty.

the cases

diamine Case and (2) Fuel Injection Valve case appear to be

typical cases: for considering the concept of identical

inventions at-EPO.

In Phenylenediamine Case, the, invention disclosed in

the citation and the invention of the disputed patent have

the relationship of the generic (citation) versus the
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specific (disputed patent) as well as that of well-known
equivalents. Though. the citation does not disclose the

invention of the disputed patent "in a very strict sense of

meaning", under the Japanese practices they may be
recognized as identical inventions and their patentability

may be denied based on: the above discussed concept of

substantially identical inventions, unless the invention of

the disputed patent achieves an eff.ect.: ar ising from the

difference in constituent feature of the cited invention

and the invention of the disputed patent.
On the other hand, this decision appears to have

followed the course of thinking at EPO that the .two

inventions are not recognized identical unless the citation

discloses the invention" in an extremely. strict sense of

meaning" ,and· no cons iderationi s given to the. difference

in effect arising from the. difference in constituent

features between two .i nvene i ons when determining,the

identity of the inventions ..... ; this' is a matter of an

inventive step.

This thinking is. also evident in (2) Fuel Injection

Valve Case wherethe-.decision judged along the Guidelines

(7.2) that "it is not correct to interpret the teaching of

a document; as embracing well-known equivalents which are

nO.t·disclos.ed :inthe documents";

(4) DiastereomerCase'and (5) XanthineCase:are both

rel.ated.to the: issue of novelty in the selection invention

of chemical compounds and concurrently adopt the so~called

"list theory" • They concretely embody the relation of

generic disclos.ure versus specific invention of the

Guidelines 7,4. We shall not discuss this in detail ·since

we do not have sufficientdataconcer the

identical inventions in the selection invention in Japan.

In (3) Herbicides Case, the Board jUdged the novelty

of an invention or identity of two inventions along the

lines set· forth by the Guidelines 7-; 3 that insufficient

disclosure_of.aninvention-in a document impairs its value

as a citation, and showed the degree of disclosure required
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to retain its valueas<a citation. According to this

decision, a, citation is not· valuable imdetermining novelty
if the information .. concerning starting materials. or a

method of preparing intermediates.used in the cited

invention becomes clear only after a comprehensive search

has been conducted. The decision appears to impose a

considerably str ict requiremenbon disclosure on. the

citation, but we shall not. discuss the matter further as we

do not have sufficient data to compare it to the Japanese

practice.

4. Conclusion

We studied the European .l?atent Office Guidelines and

appeal decisions regarding the concept of identical i nven-..

tions, and found that there is no counterpart. at El?O to the
Japanese'concept of. substantially identical. inventions with

a mere 'difference in. constituent features of inventions,

that El?O adopts the thinking of not deeming such Lnve.nc rons

as identical', and that differences in effects<of inventions

do not affect the determin'ation ofidimtical inventiOns at

all.

The ef·fect of earlier inventions on novelty aLcrre: is

therefore concluded to be less atEl?O than in Japan as far
as the abovementioned point is. concerned.

There would hardly arise the problem of so-called

"self-collision" at the European l?atentOffice in

accordance with the. practices at El?O. It might be,

however, 'possible to have the later application patented

without losing novelty by the earlier applicatiOn if

Earlier apPlica·tion

A and'B are reacted to form C, and C is

obtained after separation (assuming 'that the

distillation method as a means for separation is not

disclosed).
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Later application

A and B are reacted to form C, and C is

obtained after. His separated by disti.11ation.

We. would like to EO.intout that.there rnighttle

protllems .of gtantingpluralpatentsf.or·single invention if

the later. application above is patented ,
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Annex 1 WIPO Article 202 (HL/CE/VII/3)

Prior Art Effect of Certain Applications

(1 F [Principle of "Whole Contents"] (a)'Subj ect to

subparagraph (b) ,thewholeccontentso.f an application

(" the former appli ca tion"lasfiledin, or with effect' for.,

a Contracting State shall, for the sole purpose of

determining the novelty of an invention claimed in another

application filed in, or with effect for, that State (and

not for determining whether that invention involves an

inventive step), be considered as prior art from the filing

date of the former application to the extent that the

former application for the patent granted thereon is

published subsequently by the authority competent for the

publication of that application or patent.

(b) Where the former application referred to in

subparagraph (a) claims the priority of an earlier applica­

tion, matter that is contained .in both the former applica­

tion and the earlier application shall be considered as

prior art in accordance with subparagraph (a) from the

priority date of the former application.

(c) For the purposes of this Article, publication
maens any first act of making available to the public by

'reason of an official act of the authority referred to in
subparagraph (a), including any making available, without

reproduction, of the application or the patent to the

public for purposes of public inspection.

(d) For the purposes of subparagr (a), "whole

contents" of an application consists of the description and

any drawings, as well as the claims, but not the abstract.
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(2) [Withdrawn ApplicationslParagraph (1) <shall,nqj:

apply to applications which were withdrawn prior to their

publication but whic~ were nevertheless published,

(3) [International Applications Under <the PCT] As

regards international applications filed under ,the Patent

Cooperation Treaty, any national law may prescribe that

paragraph' (1) shall apply only if the acts r ef e r r ed to in

Article 22<or, where appEcable,ArtLcle 39(1) of. that

Treaty: have been'performed.

[(4) [Self-Collision] Any Contracting State shall be

free nOt to apply paragraph (1) whenthe:.applLcant' of the

former'applicatLon, or the Lnveneor referred to in the

forrnerapplication,'and' the applicant <of theapplLcation

under exainination,ortheinventor referred, to Lnthe

latter application, is one and thesarneperson,<.provided

that not more than one/patent. shall be:granted for the' sarne

inventi On. 1

349



350

P. 14

Anriex2 EPC Provision on Novelty

Article 54 Novelty

(1) An invention shall be consioered to be new if

it does not form part of the statlil of the art.

(2) The state of. the art shall be heloto
comprise everything made available to the public by

means of 'a written'or oral description, by use"o.r
in any other way, before the oate, of,f iling of the

European patent application.
(3) Addi tionally ,the !=ontlilnt.of.European patent

appHcationsasfiled, ·'of.which the. dates. of. filing

are prior to the dat.e referred. to in parligrliph 2 and

whichiwere pubHshedunoerArticle.93 on or after

that date. shall. be cons Lde r ed as comprised in the

sta.teof the art.

(.4) Paragraph 3 shall ,.beappliedonly in so .far as

a Contracting State designated in respect of the
later application, was also designated in respect of

the earlier application as pUblished.
(5) The provisions of paragraphs 1 to 4 shall not

exclude the patentability of any substance or
composition, comprised in the state of the art, for

use in a method referred to in Article 52, paragraph

4, provided that its use for any method referred to

in that paragraph is not comprised in the state of

the art.

Article 56 Inventive Step

An invent on shall be cons ng

an inventive step if, having regard to the state of

the art, it is not obvious to a person skilled in

the art. If the state of the art also includes

documents within the meaning of Article 54,



paragraph 3, these documents are not to be
considered in deciding whether there has been an

inventive step.

P. 15
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Annex 3 EPO Guidelines on Novelty

7. Test for novelty
7.1 It should be noted that in considering novelty (as

distinct from inventive step), it is not permissible to
combine separate items of prior art together (see IV, 9.7).

7.2 A document takes away the novelty of any claimed
subject-matter derivable directly and unambiguously from

that document including any features implicit to a person

skilled in the art in what is expressly mentioned in the

document, e.g. a disclosure of the use of rubber in
circumstances where clearly its elastic properties are used

even if this is not explicitly stated takes away the

novelty of the use of an elastic material. The limitation

to SUbject-matter 'derivable directly and unamibiguously'

from the documents is important. Thus, when considering

novelty, it is not correct to interpret the teaching of a

document as embracing well-known equivalents which are not

disclosed in the documents; this is a matter of obvious­
ness.

7.3 In determining novelty a prior document should be

read as it would have been read by a person skilled in the

art on the effective date of the document. By 'effective'

date is meant the publication date in the case of a
previously published document and the date of filing (or

priority date, where appropriate) in the case of a document

according to E 54(3). However, it should be noted that a

chemical compound, the name or formula of which was

mentioned in a document, is not considered as known unless
the information in the document, , where "c """""""c"""

appropriate, with knowledge generally available on the

effective date of the document, enable it to be prepared

and separated or, for instance in the case of a product of

nature, only to be separated.
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7.4 In 'considering novelty it should be bor.ne in mind

that a generic disclosure does not usually take away the

novel ty of any specific example falling wi thi,ilthe terms o.f

that disclosure, but that a specific disclosure does take

away .the inovelty ofagel!eric claim embracing that

disclosure, e.g. a disclosure of copper ,takes away the

novelty of metal as a generic concept, but not the novelty

of any 'metal' other .e han copper, andoneofri vets ,takes

away the novelty of fastening means as a generic concept ,

but not the novel tyofany fastening other than rivets.

7.5 In the case of a ' prior document, the lack of novelty

may be apparent from "what is exp.I Lc I tly stat,ed lnt,he

documen titself. Alternatiyely ,itmay be implicit in the

sense that, .In ,carrying out the teaching of the prior

dccument; ,the skilled person would inevitably arrive at a

result falling within, the terms of the claim. l'.nobjection

of lack,of novelty ,of, this kind s'hould'be"r,aised by the

examiner only wher;ethere cal! b,e no reas.onabledoubt as to

the practical effect of the prior teaching.

7.6 In interpreting cl,aJms for determi,ning novelty the

examiner ,should,haveregardtothegl,lidance given in III,

4. In particular, he should rememb,erthat n.on-distinctive

char a c t e r Ls ticsqfaPar1:icularintended use should ,be

disregarded (see III, 4.l1l. For example, a c;laimto a

substance X for use 'as a catalyst would,not,bec,onsidered

to bE! nov,eloverthesarne,su,bs,t,mce, k,nownas,adyei unless

thecuse referred to ,implies a partLcu.Le r form of the

substance (e.g, 1:he pr e.sence of cert;ainadditiveslwhich

distinguishes from the known form of the substance. That"""""~""",,ccc"'I""';

is to say, characteristics not explicitly stated, ,but

implied by the particular use ,shouldbe, taken into

account; e.g .in deciding the nove Ltyof a hook for a crane

over a knqwl1fish-hookof;similarshape ,one ;should take

intoacc.ount the differences ,;of'"si ze ;,and strength ,implied

by these uses.
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Annex 4 Appeal Decisions at European Patent Office

Case 1: T103/86
EP-525ll
DU pont/Phenylenediamine (Opposition byAkzoNV)
Article: Articles 54 and 56EPC

1. Comparison of the Present Invention and the Cited
Invention

(1) The claim of ' the present invention
A method of producing a p-phenylenediamine

which method comprises contacting a solution of p­
aminoazobenzene in aniline with 'hydrogen in the
presence of a nickel catalystata temperature of
not more than139·C, said solution containing
dissolved water in an amount up to 6 per cent by
weight and anions derived from a strong acid in an
amount less than 500 parts per million by weight,
and having substantially no' free water admixed
therewith.

(2)' Cited Japanese Patent Laid Open 54-52,035
1. Para"'phenylenediamine is prodticedbyhydrogenating

p-aminoazobenzene.
2. A solution containingp"'amirioazoberizene to be

reduced in the example sati.sfies the conditions
called for by the present irivention.
An example cites the reaction' temperature of lOO·C.

4. There are disclosed palladium, platirium, and rhodium
as hydrogenation catalysts, but not nickel.

2. History
(1) The application was filed on November 17, 1981

at European patentOf.f.ice claiming the priorities of
US' applications filed on' November 17 , 1980 and
'November 6, 1981iand issued as a granted patent on
March 7, 1984.
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(2) Akzo NV filed an opposition claiming that the.

subject invention lacked novelty and inventive

steps. However, the Opposi.tion Division dismissed

the opposition as it deemed the invention possessed

both novelty and the inventive steps.

(3) Dissatisfied with the decision of the

Opposition Division, Akzofiled an appeal with the

Board of Appeal.

3. Appeal Decision
(1) Since the cited document does not disclose a

nickel catalyst, the present invent.ion is deemed

novel over the cited document.

The 'dfffer'ence between the ci ted dccumen t and

the present invention is the use of a nickel

catalyst as a hydrogeneratibn catalyst. Since the

nickel catalyst does not achieve any remarkable

effects, substittitingaknownhydrogenation catalyst

wi th another known' catalyst ,does not 'contain' an

'inventive steps.

(3) The patent is invalidated.'

'4. Comment

Since there was no concrete: descr.ipt.Lcn of nickel as

a hydrogenation catalyst', the present.inven.tion was. deemed

d.iff erentfrom.the .ct ted invention, and Lts novel ty was not

denied.

The appeal.. is. deemed to have followed the Guidelines

that the generic disclosure (h.ydrogena.tion·catalyst) does

not prej udicesthe novelty·· of· the specific example (nickel

(7.4) r that the cited' document . should> not be................................. =.......•......... ' .....
interpreted as containingwell~knowneqUivalents which are

not disclosed .bythecited reference.(7. 2).
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case 2: T167/84

EP-7724

NI:SSAN/Fuel Inje.c.tor Valve

(Opposition byR. Bosch GmbH)

Article.: Articles 54.( 3) ,56EPC

1. Compar.ison.of the Pr.esent Invention and ·the,C.it~¢l

Invention

(1) The claim for the present invention

1. A fuel injector valve (10) having a fu~l

chamber (26) to whi'chafu~l is ... admit.ted,

compdsing:

a magneticsphedcal vaLve .member(28)

disposed and movable within"the ·fu~l,chamber;

a non...magnetic valve.:.s~at'member' (30) on which

said sphe,dcal vatve member is. seatable·, the fuel

withinth~fuel chamber, bein.ga'ble to pass through a

firstclearance,be·tweensai.d.v.alve.seat. m.emb.er and

said .sph~ricaL·valvem~mb~r';

a main magnetic pole member (18c) .disposed

opposi te said. :valY~. s~.at. member. and in close

proximity to said spherical valve member, said

spherical valve member being able to be attract~¢l to

said..main·magn~ticpol~ memberr

a'sid~.magn~tic. pol e member34dispos~d. around

said spher icalvalv~ member , said sid~.magn~ticpoT~

m~mber being spaced from and between the extreme end

of the said main magneti.cpo.le. member and the

extr.emeend of said·'Yalve· seat,m·eIllbersothat·

magnetic field formed. betwi!!en said main and side

magnetic. a c t s on said

spher ical·, val.,v~ m~mber; . and

means (36 r 38,40) through which the fuel

which has passed said first clearance is inj~cted

out of said fu~l inj~ctor valve.
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(2) cited Reference EP-6769
1. An electromagnetic valve (10), having a fluid

chamber (Fl' F2) into which a fluid is ~dmitted,

comprising:
a magnetic spherical valye ~ember (20)

disposed and movable. wi thin said fluid chamber;

a non-magnet:icvalveSe~l: member (22) on which

said spheriCalValyeimemberisseatable, the fluid
within said fluidcha~berbeing. dischargeable out of

said electromagnetic'VlJ.lvet)irough a clearance
formed betweensaid1l'a11l'eseatmember and said

spherical valveniembi!f;

a mainmag#eticipole~em~~r ... (28~) disposed
opposite said ..valyeseatmember and in, close

proximity t6saidsphefic~lv~iveIfiember,said

spherical val~ememberbeillgabieto~~ attracted to

said main magneticpole~ember; and

a side magnetic pole member (P) disposed

around and in close proximity to said spherical

valve member, said side magnetic pole being spaced

from and between the level of the extreme end of

said main magnetic pole memberalldthe level of the

extreme end of said'valve seatiitemberso that the

magnetic field formed between saiilmain and side

pole memberseffectiyelyacts on saiilspherical

valve member.
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2. History

(1) EP-7724 with 12 claims was published on May 12,

1982. The.applic;ation was filed under 79301303.8 on

July 6, 1979 claimil}s.t:!lepriority of an application

filed on July 6.,19?~.

(2) Opposi tion req1.1~~ting)therevocationof the patent

was filed by twoc911lP,:nies., Robe.rt Bosch. GmbH, and

Dr agewer k , ·AG.

(3) Opposition Divisfondismissedthe opposition on

February 9, 198'f'

(4) Bosch filed an appeal on July 13, .1984.

(Reasons)

The subject matter of Cliliml lacks novelty in view

of the earlier European patent application No .

79301297.• 2 (Laid Open No. 6769) in conformity with

Article 54(3) EPC •

. Although the earlier European application does not

disclose the present invention ~~, it embraces

its equivalents. (Against the Appeal Board which

relied on the Guidelines Part C IV 7.2, they based

their assertions on 7.4)

7.2: A document takes away the novelty of any

claimed subject matter derivable directly and

urlambiguously from that dOcument. It is not

corre;ct t01nterpret the teaChing of a

document •as embracing well-known equivalents

which are not. disclosed in the document.

7.4: A genericdisclo~ure does not usually take

away the novelty of any specific example

within the ter)llsOf that disClosure,

di take away the ....................+,.....
embracing that:
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4. Appeal Decision and Its Reasons

The appeaL was :dismissed •.
(1 ) Theci tat.ion embraC;ing obvLousLy well-known

matters to those skilled in,the art does not

disclose the.content:of theclai Ill 1 oLthe present

invention fully, and does not take away the novelty

of· the present invention.
(2) "The whole contents" of the prior art document

within the meaning of Artic;le 54(3) EPG does not

also comprise features whic:h are e~iValent to the
features according to the document. Application of

the "whole content approach" is limited to the test

of novelty, and the matter is very strictly handled

in order to reduce the risk of "self-collision".

(3) This approach has been consistently followed

in the practice of EPO.

5. Comment
The present invention and the cited reference are in

the name of the same applicant, and their filing dates are

different only by one day. The fuel injector valve for the
present invention and the prior art magnetic valve for flow
control have the same magnetic valve mechanism based on the

same principle, and the specification of the earlier

application discloses applicabili ty of such magnetic valve

mechanism to fuel injection valves, but no concrete

construction of the fuel injection valve ~ ~.

The appellant asserted losing of novelty for the
present invention by the prior art reference along

Article 54(3) EPC Guidelines 7.4 while the Appeal Board

taught along the Guidelines 7.2 that "it is not correct to

nterpret a to embrace well-known equivalents

(fuel jet valve) not disclosed in the document. Assulning

that these considerations are adopted consistently under

EPO practices, it may be very well to say that there are

little risk for "self-collison" at EPO.
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6. References

(1) Examination status of the corresponding application'

Japan:pa.tentApplicatio!1 No. <·5.3-'-81452 (filed on

July 6, 1978)

Received ,the ·'decis'ionof rej ection (on July

21/1987)

USA Patent application 'No. 52'135 •(f iled on June

26,1979) .

Registered as No. 4264040 (filed on April 28,

1981)
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c:,asej: T206/83

EP-1473

ICI/Herbicides

(Co.,.pending EP.,.483 (Dow»)

Article: Articles 54(3), 83 EPC

1. Comparison of the subject invention and the cited

invention

Claims of the sUbject inventin

"1. A herbicidal pyridine compound ofthefOJ:mula (I):

wherein Z is. trifluoromethyl; Y is hydrog.E1n;

6. A herbicidal pyridine compound Of .for.mu;I.a 0, wherein

Y is chlorine ..•• n.
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Citation EP-483 (Dow)

A trifluoromethylpyridyl (oxy/thio)phenoxypropionic

compound corresponding to the formula

wherein T is oxygen or sulfur;

X is Cl, Br, or CF3;

Y is H, Cl, Br, or CF3 provided at least one of X

and Y is CF3;

Z is -C-OR, -C~RlR2' ~~-O~, -CN, -CH20R3,
-CH20CR4, or -CSR3; 6

M is ~NHRlRlRl' Na, K, Mg, or Cal

R ~s H, Cl-8 alkyl, benzyl, chlorobenzyl, or C3-6
alkoxyalkyl;

Rl is H,Cl.-4alkyl, or (:2-3 hydroxyalkyl

R2 is Rl or~OC~3!

R:3 is H or Cl-4 alkyl;

R4 is Cl-7 alkyl; and
RS is Cl_4alkyh

Preparation starting from a trichloromethyl
substituted Pyridine.

2. His

The subject patent, :EP-1473, was filed on July 26,

1978 claiming the prirorities of UK applications filed on

August 12 and October 26, 1977 as well as the earlier

application of February 9, 1978, was published on April 18,

1979 as EP Laid Open Application No. 78300203.3, and
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rejected ,by the decision of the Examining Division of the

EPa on April 12, 198~. The g):ound fortl1e g~f'4sal \'Jere as

follows.
(1) Insofar as the Contracting States of Belgium,

Federal Republic of, Germany, France ,9reat, Britain,

The Nether lands .and ,Swecien were concerned, the

subject matter ,of Claims 1, 6 anci 8 \'Jere not novel

having regard to the disclosure in EP,.483 (Dow) in

view of the Article 54(3) EPC.

'(2) The senior DoW patent described herbicidal

products falling within the claims of the

application,

(3) The submission that the appropriate starting

materials of the Dow process for preparing>the

products, naItlely,2,.chloro.. 5.. trichloro,.methYlPyridine

(CC/oiP) and tl1e, 2,3-dichloro analogue thereof

(CCCMP), as well. as the corresponding ,int,erroediates,

,naItlely>2 ..chloro,.5.. ttifluorornethylPyridine (CTF) and

i,ts,; 2, 3..d I ch Lor o' analogue ,(CCTF,) hacinot been

availal;>letothoseskilledin'the art, was;rejected.

(4) That is to .say , the Examining Division

concLude d in' the deci sion that', CTF, was in; any 'case a

kf\own ' coropound from Example IIIb of GB-A,.1421619

(Merck) (1) and CCTF could also be prepared

according to>the' method described in' that document.

,Substantially, the same methodology was also

availal;>lefrom.an';article by Raasch,M. 5.', J. Org.

chem', 191;2, 27 ,l406 (2·). i\1.ternatively;CCMP was

expressly mentioned in US-3244722 (Johnston) (3)

.which document. also r e commended-va general approach

fo): the. preparation .of; this compound as.wellas of "" """ ,+'"~

(5) AlthoughsuccessflJl· conversion of these into

CTFanci CCTFmight,havedependedon special

conditions,. i t' wOlJ.ld have.. been'wi thin" th.e, gener al

knowledge of the practi tioner to adj ust the.se to

obtain desired intermediates.
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(6) In view of the above, DOW patent could have

been practiced, and its products anticipated the
claims in the present application.

3. Appeal Decision and Its Reasons
(1) In the present case, "the disputed claim 1

undoubtedly embraces a number of chemical compounds
which were individually identified in DOW's earlier
patent application.

(2) The need for an enabling disclosure not only
applies to documents cited under Articles 54(2) and
(3) EPC, but is also in conformity with the

principles expressed in Article '83 EPC for patent

applications; a,patent application must "disclose

the inl1entionin amanner>sufficiently clear and
complete for it to be carried outbya person
skilled in the art".

(3) This appeal concerns the question whether or
not t.he disclosure oFthe DOW patent cited under
Article 54(3) EPC enables practical application of
the invention; The problem arises in 'view of the
fact that no instructions are given in the DOW
patent as to the preparation of the starting
materials.

(4) The Board of Appeal concluded that the

principle expressed in'the' cited decision conce.rning
sufficiency Of disclosure IRedoxCatalyst/Air
PrOducts, Tl71/84) should also be applied to the

,'present case.

(5) It is the view of the Board that a document
disclose a chemical compound,

even though it states the structure of
and the steps by which it is produced. if the

skilled person is unable to find out from the
document or from common <1eneral knowledge how to

obtain the required starting materials or
intermediates.
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(6) Information which can only be obtained after a

comprehensive search is not to be regarded as. part

of common general knowledge.
(7) In view of the above the novelty of compounds

claimed in the application under appeal, which are

specifically disclosed in the DOW patent, is
unaffected by such disclosure in view of. the

apparent insufficiency of .the documen.ts ci ted under

Article 54(3) EPC.
(8) The decision under appeal is set aside. The

application is remitted to the Examining Oi v.ision

for further examination.

4. Comment
The present case involves the issue of whether or

not a document cited to test the novelty of an invention of

a chemical compound sufficiently disclosed said compound.
The cited earlier DOW patent (EP-483) described a chemical

compound which the present iilVentionaims and its method or

production, but not the starting material needed or the
method of producing intermediates. Thus, the dispute

concerned whether or not the disclosure of DOW patent was'

one which enabled practical application.
According .to the • Appeal Court, (i ) the need for an

enabling disclosure of documents .cite.d under Articl~s 54 (2)

and (3) EPC is in conformity with the princip.lee:xpressed

in Article 83 EPC for patent applications, (ii) applied the

principle of the appeal decision on the question of

sufficiency of disclosure (T171/84); and (iii) information

which can only be obtained after a comprehensive search is

not to be regarded as part of common general knowledge.
.....•.............•..:;;.. ;

deci adopts a str ct approach concer ng oper

of Article 54(3) EPC.

The present application was rejected on April 12,

1983 after the patent was granted on October 14, 1981,

remitted to the Examining Division after the appeal
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(1)

Ha OH

Cl ~O~o-J--b-C(CH3)3.-. 0 hb ..

N

in the form of thediastereomer, whOse, melting point

iis158- -159·C ,and its physiologicallytolera.t:ed

acid addition salts.

l.COinpadson of· the subject invention and <thecit.ed

document

(1) Claim of the sUbject invention

1. A compound having the formula

Case 4: T12/8l

EP-ll19l

Bayer/Diastereomers.

(Appeal' against·Exaininer's. Refusal)

Article: Article 54(1), (2)EPC

decisiOn was r ender ed. on March 26, 1986,. and. finally

granted a paten.ton >July 27" 1988.
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aryl

H '0·

1-<0·> i!l ..C ' -'--O-C--C-="C(CH3, ..... ..b ..... 3

IfJ

(mixture of threo and erythro at about 1:1)

Reducing agent: NaBH3i LiA1H4

process: Reduction Method.

tb} - - alminum·.isopropylilte in a solvent

(No example)'

.. Starting Compound

'>Rl optionally 'substituted

1l.2 : hydrogen I etc;

R3 . hydrogen,etc.

R4 alkyl, .. etc.

(2) Disclosure of the cited DE-2333354 (Bayer)



P. 34

the

the appeal

the.decision of

ap~lidant filed

The present application was f iledwitl)
European Patent Office on November 2, 1979 claiming

the priority of a West German patent application

P2850057.4 dated November 18, 1978. and was published

as EP-1l19l on May 28, 1980.
During the examination pro~edure, DE-2333354,

etc. in the name of the same applicant, which had

been known prior to filing, were cited, and·the

present invention was rejected on December 30, 1980

as lacking novelty in view of.the ci.teddocfunents.

The citation DE-2333354 described in Example 3

a compound having the same planar structure as the

compound of the pr esen tinvention, an.d.a!l?o...

described the starting substance ~ ~ of the
present invention and the method of obtaining the

same (reduction).

Dissatisfied with

Examiner's ;-efusal, the
on February 7, 1981.

( 2)

( 3)

2. History

(1)

3. Appeal Decision and Its Reasons
(1) In the compound having two assymetrical carbon

atoms, there are two forms ofdias;tereoomers,· erythro

and threo forms. This steric characteristic would

seem to support the view that the compound of the

present invention havin9 a melting point of 158 -

l59'C and the. compound. according t0E:lCample 3 of
the cited document having a.. melting point of 145 ­

l47'C are not identical. However, the concept of

novel must not be given such a narrow inter-.............. .......:
pretation that only what has already

in the same terms is prejudicial to it.

(2) The ci ted document.· supplies a pe.raon skilled

in the art with 'all ·thenecessaryinformation he

needs regarding the starting substances and the

reaction conditions for preparing the compound of
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the ;prEllSentJnYElnt,Jqn. The appellantalSserts t.hat

bYlSelect,i1'\g>t,he b) methocjfrom out of five

reduction methods and the starting subst,,,nces

disclqsed, tlle,~uprisingrElsult (threo form of the

present.inI(Elntio1'\)."!i;s Y~Ellded. HO"!Elve.r, t.lle

d Lacl os ur e by des cr Lpe Lcn i n a cHEld d(;)(~um!=nt of the

starting substance as well as the reaction process

is always prejud~cial to novelty.

(3) If on the other hand, two classes of start~ng

substances are required to prepare the end products

and examples of ~ndiv~dual ent~ties ~n each class

are g~ven ~n two lists of some length, then a

substance resulting from the r e ac t Lon of a spec~f~c

pair from the two l~sts can nevertheless be regarded

as a selection and hence as new. However, th~s

pr~nc~ple ~s not applicable to the comb~nat~on of

the start~ng substances and the method of prepara­

t~on, and therefore the present ~nvent~on is not

novel.

4. Comment

Th~s case not only judged the novelty of the

compound of the present ~nvention, but also presented a

fundamental and clear pr~nc~ple in generally cons~der~ng

the novelty of a chem~cal compound, that is, a so-called

"list pr~nc~ple". If examples of two classes of start~ng

substances are descr~bed ~n lists of some length, a

substance obta~ned by select~on from these lists ~s

cons~dered to be novel. This pr~nc~ple would be extremely

~mportant ~n judg~ng patentab~l~ty of chem~cal ~nvent~ons.

The judgement of the compound of the present

this may mark the borderl~ne for the presence or absence of

novel ty.

For the record, the corresponding Japanese

applicat~on was rejected by the Examin~ng D~v~s~on because
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of insuff ici.'Eintdi'sclosure ,<and the appeaJ>was dismissed.
The correspciridingUS applic:ation, on theotlier hand i was

issued a.sUSP4,41S,07:l:
A si.mi.lat'C:asependingat'l'okyoHighc6urtreceived

a judgement recently that the iriiTentioriJ'oFthemyc:otic
cOlllposi tionwa.s novel.
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Case 5: T7/86

EP~1l609

DRAco/Xanthines
(Appeal by Opponent, Napp Laboratories, Ltd.)

Article: Articles 54(5), 56 EPC

1. comparison of the present Lnvene Lon ~1'1C:1 the citation

(1) Claims of the present invention .....
"1. A pharmaceutical prepllration for use in the

treatment of chronic obstructive.airway disease or

cardiac disease comprising as active ingredient an

effective amount of a compound ,oft.he·.formul~:

or a therapeutically acceptable salt thereof, in

association with a pharmaceutically acceptable

carrier.

2. A compound of the formula

or a therapeutically acceptable
use in the treatment of chronic

disease or cardiac disease.

salt thereof, for
obstructive airway
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R Me, Et, Pr, Bu, Lower alkyl
R' hydrogen, Lower alkyl

P. 38

Compound A (Theophylline)
Use: Bronchodilator

CD Document 20.

"l) Document 18
Theophylline causes certain serious side

effects such as seizures or cqnvulsions.

@ DocUment 12

(2) Disclosure of the citation
CD Bull. Chern. Soc. Japan, Vol. 46, Page 50.6 (1973)
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The present application was file.d ..with

. J;:urQpean Pat:ent:Officepn September 28., 1979

·.claiming the prior i t:Y ofaS",edi shpatent
application filed October 20,1978, and was granted

on April 13, 1983 after examination.

Napp Laboratories filed an opposition Qn

January 9,.),984, but the patentee ame.nded. the claims
and the Opposition Division di slUissed the. opposition

on October 21,1984 by holding thus amend.edp;ltent

as valid.

( 2)

(3) Dissatisfied with.thi s opposition, .the

opponent: f ile<i the pr esent~ppealpn De.sember 17,

;1.985.

(4) ThecompQun<i, 3-prppylx;lnthine, ofth~s appE;! a;1.

w;lS .. d.escribed in. a. document knownipriort:0ifi;Ling, of
the. pr es en c appli ca ti on (BulL Chern., Soc,.J;lp~n,
VoL 46, Page 506). The prior documentqi.dnpt

describe pharmacological data or uses of said
compound. The appellant submitted Document 20 and

asserted that the document describes a use of the
compound of the present invention, 3-propylxanthine,
as diuretics and therefore the invention is not new.

2 •. History
(1)

3. Appeal Decision and Its Reasons

(1) The principle taught by the Diastereomer Case,

(list principle, that is, "if two classes of
starting substances are required to prepare the end

products and examples of individual entities in each

class are given in two lists of some length, then a

substance resulting from the reaction of a specific

r rom can never regar

as novel" is applicable not only for the starting

.substances in chemical reactions, but also for

polysubstituted chemical substances where the
individual substituents have to be selected from two

or more lists of same length.
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(2) Since Document 20 cannot be interpreted Jei ther

as a specific disclcisureof 3-'propylxanthine or

consequently' of a pharmaceutical. use ,i t'cannot be

regarded'asbeingdetrimerital to the' rioveJ..ty>of the

use of the presentiriventiO'n.

4. comment

In theptesentcase; the "list'principlenaJ?plied to

the'stafting substance J.n "DiastereomerCase" was applied

tose'lectiO'nO'fcombination of lIubsti tueIlts for the

chemical substance per ~, and the decision is therefore

considered noteworthy. If the list principle is to be

applied 'to the startirigsubstance " then it isinot

unreasonable to be applied to the end product obtained

therillfrom. lloththejapanese and us applications

corresPonding to the present European patent were granted,

and thei:ewei:eno difference in judgement of novelty among

the tdlaterals
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Introduction

Article 202 Of' the HafmonizationTreaty 'is essentially

an amalgamation of Article,29bis",ofthe Japanese Patent

Law and Article 54(3) of. the European Patent Convention

(EPC) .

It provides that the whole content of an application,

i.e. the specification, drawings and claims, but not the

abstract (c.f. Article 85 EPC), having an earlier effective

date (i.e. earlier filing date or earlier priority date) can

be used to destroy tJi:~nb"~lty of a: copendd.nq application

having a later effect:Lveda.te .

. In contrast to section l02(e) of the U.S.' Patent Law

the content of the earlier application cannot be used as a

basis for obviousness (c.f. Article 56 EPC).

Philosophy

Whilst there is widespread acceptance in Europe that

one cannot have two patents granted on the same invention,

there is also a strong feeling that it is inherently unfair

that a later applicant who has carried out research in good

work.
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Se1f.,Co11ision

Section2Qbisoftlle.)"a,pa,nese Pa1;en.t La,,,,, pJ:."0yid!"stha:t.

in a Whp1eccm1;en.t"c9nflict, an earlier apPJ.ica:t.ionci9!,," not;

prejud;ic;,,< the noveLtiy .9fa 1a,teJ:." case if th"I."e is«a cornmon

assignee.

Regrettably, there is no such saf"guaI."din!\rtic1e

an invention to be claimed in a later case.

include subject ~att~r{l1 an ear:I.{~r apP1i.c:~'t:iol1relating to

54(3) ofth" EPC<.

cases relating

It <is alL t99 easy in preparing p"1;,,nt
,',. ". ; -,- .". ',',. ,',-. ', .. ,' -.- /-, ,," ',' -, .. ' "', '. - .. ' " ...-'., ..

" the same general area to inadvertently

Section 4of<!\.r'ticle202,.of"theDraf.t Treaty pro\rides

the possibility that se1f-coU<isibri c<aha.,,,, avoided where <the

Lnvent.o'r br··a,s'sign:ee aze- common. Apparently, there i5'not
.. .... d " .J

much erithusiasmfor this·ambrigst: the committee 'of experts.

This is rather a pity. The protection of meritorious

inventions<shou1d· not be.j eop"I."(jizedpy t!"c;l1n.ic<alities.

In this context, U. S. practi tioneJ:."9,,,,,iJ.1 apprec.iat!"that

35 y. S,C, 102 (!").< operat!"s, OpJ.y where <tlJ:<ere are; ¢Iifferent

Applic:ants,and< t~eJ:."efore 9.9!"" n&t glv!" r i9!",to ~~:i.,f­

collision problems.

Novelty·

Since, ·in the whole-contents setting, novelty cannot ·be,

ccmibined <with obviousness to attack a later patent, it
, .. '",," +

is particulariy important to' define its limits.
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There is no appeal from decisions of the Technical and, "

LegalBClarcls of Appeal 'Of the European Patent officeiSince

the BClardsfollow,theGuidelines for Eu.ropeaft·ExaJilination;

de facto; these have the force' of law within the office'.

(a) In section 7.2, Chapter IV, PartC, of the

Guidelines] itis'statecl:

"Thus ,whenconsidering novelty, it is nClt correct tCl
inte:l:'I:'n~t:the t",ac~ing of a docUInent as embracing
well-known equivalents which'arenot disclosed'irithe
documents this is a matter of obviousness"

This narrow view o f ,noyelty· is reip.fClrcedbY the decd.sdon

in ,t!\leNissan/fuel injector.valve case,(T167/84) If!lerethe

Technical Boaz'd. of APPeiil ,,'i\lled,:

'."T!le".j<l:).qle cClntent",,', of, ,an,,,a:t:1ie:t: app;J.ication w,ithin
the meaning of Article 54(3) of the European Patent
<::ony"p.tion do- IlClt , Lncl.ude ,f"iit\lres ',whicha,re only. "
equivalent to the features expressly disclosed in the
documerrt., ,',I

(b) In secH6n 7·:4,Chapter'I'IJ,PartC, of the EU.ropean

GuideHnesiFis statecl:

"In' c:::ons'idering n6velty it snould'bel:lorne) in mind that
a genericdi"cl"sure does n,,:t usuallyt?ke away the
novelty' of any specific example fallin<;J within' the
terms of that disclosure,"

The European Patent Office seems to apply a stricter

standard than that provided by the U.S. case In re Peterinq,

13:3 1JsiE\Q 27.5, lfherea· pr,io>: dil3clClsure of, a, narrow genlls

containing some-..20, species was heldi;Cl disclosee,ach ·ofthe "

species, including, t!lose not specificallYllamed,iind thus to

destroy the novelty of a later claim to one of the species.
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The writer's view is that the European concept that

genus doesnotanti,cipa,1:e a nOll-disclgsed,species woul d be

applied particularly stric,tlYcina whole,<contents s,et~ing;

see the C;0IIUII",nt made by the Tcechnic;al,!>oa,rdofAppeal An

DecisionT 167/~4:

11 III grd",r" to mitigat",theJ:1arshIlessoL~h",'whgl",
contents' approach, and reduce the risk of
'seH'Cc;ol:J.i,si,on', ~J:1e European faten~Off'ice b,a,s·
consistently adopted a strict approach to lack of
ngy",Hy·gbjectionsarising from cita,tions,available
under Article 54(3) only."

National Treatment

It is believed thattlJ.~nat:.ional c~lli-ts'of the various

signatories to the' Europeahpatent: c:onvent:ioriwill fol16w

faiHyclosely the views of the European Patent Office on

novelty. However, In Netherlands Patent Office Appeals

Decision No. 14633 ([1981] FSR356) it was held that in

judging the novelty of a later application under the Dutch

equivalent of Article 54(3), account should be taken not only

of the'literal text of the earlier applit:ation, but also of

an'ythin~rWhich an average"'persohskilled in the' art, '

interpreting what he had read, would have regarcied aspartbf

the earlier case: This would seem to" stop' ahozrt :of

including equivalents but seems to require a broader view of

novelty than thattakehSt:lfarbytheEuropeanpateht Office.
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SUfficiency

It'is very apparent that the Technical Board of Appeal

will riot apply the whole contents doctrine unless the earlier

disclosure is fullyena.bling Thus i in the IcI!Pyridine

herbicides case (T 206/83), the earlier disclosure was

eliminated 'as a' reference in view of the fact that the

prep·aratioq. of a startirig material was notdescribed.;a.nd the

material wasiknoWIlonly in the 'sense of being desc:r:ibed in a

U.K. patent specification. The Appeal Board commented:

"Patent specifications are normally not part of the
common general knowledge and therefore caririotbe relied
upon to cure apparent insufficiency."

,d_ '. 'o,r-"

Food for thpllghtwh,m draf):ingcl}",m:i,cal. pat",n):specifi-

catio",s.4",s):ined.for Egrope, even though some.comm",ntators !lave

contende4,):l1at.this.high stand"r,d for,.sufficie"'9Y :would.oll.!.Y

be applie4in" ":whpl", contents II situation.

Priority

In. contrast to theU.S.,posi):io", (see In; reHilmer, ..16?

USPQ 259) in.. the case of a Convention applica):ipn, both under

):l1e'Europ",an Pa):ent Convention andun<ier ):l1e Dr"ft Harmoniz,,):ion

Treaty, the pripr,:i,tydate is the r,,,,levant date fpr "ssessing

novelty,

In view of the decision in T 2()6/83, ):l1e.disclosure in

that case is anything to go by, very strict standards will be

appLLed ,
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2ndcase:~

If one takes the narrow view of novelty apparently

adopted by the European Patent Office in whole contents

cases, then, purely from the novelty standpoint, the second

Applicant would be entitled to claim:

However, it will frequently be the case that there will

not be exact support for this newly created genus in the

initial filing.
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Thus, in theory, there will often be a question of<new '

matter if the' later Applicant wiShes 'to' retain' everything to

which he is entitIed' from ariovelty V'iewpoint.-Inpractice,

the 'European' patent -:Office :hastakena very 'liberal attitude,

allowing the eTimin:ation of theoverlappirig subject matter by

insertion of an appropriate -!disclaimer;

However, if a more formalistic approach to amendment

were to be taken, then it w6J.ldbi.£, hgb&.k'~ary for the second

zone

first case.
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APPENDIX

ARTICLE 56

ARTICLE 54

Novelty

Ar,I,invention shall .be considered to,be new i.f,it
d'1e",n'1tf'1rmpartqfthestate'1f,the art.",
'l;'hest"te'1f,the'art,shall,beheldto,comprise
eVerYthing,m"de avadLao.Le ..t'1thepublic by means
'1fa written .'1ror,,1 description, bY,llSe, 0l:,in

. anYi'1th",:t;,way, •I:lefore} the date of ;filing.ofthe
EllJ:'Ope/lnpaten.t ClPplica!:ion. ',,'.

.. Additi'1n"1Iy"tl;le,;content of Ellr'1pe"n patent
applications as ,filed"'1f,Whichthe"d,,tes of filing
are",prior"to,the .dat.e ,r",:f!erred to in paragraph 2
and ..Whicl;l were'publisl;led;)llnderArticle,93'on or

. after. ;that,.date, ;.shall, be c'1nsidered·ascomprised
in the·state of the art, .

- 8 -

385

ARTlCLE85

The abstract shall merely serve for use as
technical information; it may not be taken into account
for any other purpose, in particular not for the
purpose of the scope of the protection

The abstract

,Pl

(1)

(2 )

An invention shall be considered as involving an
inventive step if, having regard to the state of the

,."rt",itis,not obvi'1llstoaperson'",killed,in tl;le ;)i3.rt.
If the state of the art alsoincilldes','documents within
the meaning of Article 54, paragraph 3, these documents
are not to be considered in. deciding whether .'therehas
been an inventive step.

1. Extracts from the European Patent Convention
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II. Extracts from a translatioriC>f the Japanese Patent Law
(translation prepared by the Japanese Patent Office and
pUbTI:Shed by ATPn-::JAPAN)

29b i s. (1) Where an invention claimed in a
patent application is<idep:t:.i¢al with an invention or
device (not being an invention or device made by the
inventor of the invention claimed in the patent
application) that has been described in the
specificat.ion ordrawingsorigirially a1;taehed'to the
request cof another apIllicationfora patent 'or for a
utilitymodelCregistrationandwliere suchotlier

cC application was; filed earlier thari<the 'patent.
application concerned '. and cundeJ:Went!:>iililication
(Kokoku)or hoying-open for public inspection (Kokai)
after the filing or the patent application c:oncerned, a
patentcshall cnotbecgrantedcforthe first-ment.ioned
invention<notwithstandirigc:Section 29(1) ... However, this
provision shall riot apply where, at the time of filing
of ithecpatent;capplication:concerr:ed, ccc th

Eel
capplicant in

;cthe:case of such;;applicationcandthe capplicant in the
case of "the other applieatioriifor a patent or utility
model registration are the same person.

.§102. Coriditions' 'for'patentability; novelty and; loss
'of right to patent c

A person shall be;entitled to a patentunless'--

(e) the invention was described in a patent granted on
an application for patent by another filed in the
United States before tlieiriverit.ion thereof by the
applicant for patent...

U.S.C. 102(e)III. Extracts from U.S. Patent Law,
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PRESENT SITUATION OF PROTECTION OF COMPUTER PROGRAMS

BY COPYRIGHT', LAWS AND ISSUES,THEREIN

:-:J.apanese'Group,. C.ommit tee,'No ~J

SuhComrnit,tee":",Protection .o f Sof-tware"

Fuinior'WAHASHI ,Matkusita Electr1c Indust riaICo. , Ltd.
Mamoru UEDA, Mi-tsubishi-:E.lectric Corporet Lcn

Abstract:

It is a recent trend worldwide that computer
programs are protected by copyI'ightlaws;

This 'Jirticle ·reviews sevez-aL Lmpor t ant j\jdiq.i,;a'l
"ntecedent~ in the unitedStatesar:dJ"pan of wh,ich
points at' issue are computer programs,:' and -discus'ges
subject .mat t e.r-s to bed prot.ec ted "and scope of .th e
protection.

Finally, taking up a _few of the issues, 'rreces<sity
for establishing definite criterions for subject.
/~?itt~I;"s:_~?,_'q:~ Pf8te.ct~d_~swe,~lCls n7S~_~,sitX: for
'in terna ti'Olia '1 "harmonization in-the scope of- protection
.ere.'sugge:s',ted::.:

1. Introduction:

Lt . is<~a:,recent :t,r,en¢l wo.r Ldwi.d e- that computer :'programs:-,are

.prot.ected',bY co.py r.Lqh.t laws, Ac coxdi.nqLy., though business

,':;CLrc-Le s .ze La t ive;t o"c,opy-r.i'.ght, have",been;' he-r,eto{ore,:.li,mited

;,to:'.,just q. part:"pf>publication, mU$ic,-,:,,;mov,i,e, et cr, 'recen,:tly

many other business circles:_ in~:LudiI}g not only compute r

::i:nOustrY'.i.bu:.t aLs o, mechLne iIl<lust:ry,hay8. :come;to be, Lnvo Lve d

in c;opyright.

In t.h;i.s"rticle. aJt.er, b rLe f ly ,lo,okingback tl1" progres s

o.f legist:r9-iti<?n. UP t ortodey, jur-i,-:dica,ldep'isiolls ;O:fl compu-te r

prpg,ram'cq.$es; in Japan,-"and thEL::-pn:i.ted s t a t es "a:-:re,-::r;eyielJoie,d,

tnen sub j ec t: matte r s to .b e protectedcand scope of :protect;ion

a r e ,:discusS'e,d t' and fJnallY:.presen t.. -and fu t ~re':', is sue.s are

suggested.

2 •. P,rog,ress: of Leg islat;i,oI).:

( 1) United 5ta tE\S:

.In the. United 51:"1:"5,. "th" .Copyright Act (thE\ United

-st a te s Cod e ..Title.19 -Copyright) "was .amendedin 1989, by
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under the protection of the Copyright Law. In this

amehdemnt, computer program is additionally" enumerated' as

one of the sUbject matter's to be p ro.tec t ed under: the law

two

were rtladeby dif,ferent propOnents about the

policy of computer programs, one was proposed by

adaptation by any person who posse'sses'a copy of:a'program

under a certain restriction (Section 47 bis).

Prior to the mentioned amendrtlen t of the law,

p.ropos'aLs

protection

(Section' 10,( 1) (ix)) , a'new provisio'n,giving definitions ,to

computer program is added (Section '2(1) (x b Ls jj r and several

special p rovLs.i.ons 'are newly established taking peculiarity

Off compu t e r" program copyright into accourrt, Fo r : -examp Le ,

f o Ll.owdn'q provisions were e s t abLd sbed by the amendernen.t .

exclusion of prgramming languages, codes and solutions from

the scope of computer' program p.rotec t Lon ('Section 10 (3) ),

'-relaxa:ticfn of rEfquireme'ri:t-s~ for, ;8' jUdi t d a L ',:pe'rs:bn to be a

copyright'ownerof a copyrighted workwh'ichwas made by a

natural personofficia:lly within the scope of >the" business

of the' juditial person CSection 15(2»), restriction on the

right of maintaining identity among personal rights of an

which it 'is c Lea.rLy declared that compute r; pro.grams are

under the p ro t eotd.on bf the copyright laws ( 17 U. S. C. § 10 1)

and that it is not an infringement to make a copy or a

translation of a computer pro~tr.am under certain circums­

tances (17 U.S.C. §117)..Priottosuchamendment" theCONTU

had discussed how computer program" shouLd bevprot e c t edi. and

filed a final report' with "the President 'of the United S ta tes

on July 31, 1978. As the result, the United s t ete s Copy­

right Act was amended in accordance with the majority

opinion of the CONTU Repp"t. It ,i", .t o be .note d, however,

that minoEityopinion of the Report also made several very

sign'ificant: ::;ugg~s~ipns _i:,ufri,'i~l:lin;g w;i.th :much' information

helpeful:to dLs c ua-s Lori 'about: how: computer pr-oq r-em.v s hou Ld be

protected.

( 2) Japan:

In Japan, the Copyright Law waSfllTlend$d in 1985, by

which' it is clearly declared that compu-ter 'programs are
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the Industrial Property Council and the other by the

Copyright Council. Howeve r , simplyfollowingJhe worldwide

.t r-e nd , without, t hor o u qh Ly . discussing d.esirable p.r-o t e c t i.on

policies seeing through t he .na t.uze of computer: ,p roqzam , it

was" decideq,tha't,.<.:omputerprograms:were.-under, the p ro t ec t i on

of the Copyright Law, thus amending the Copyright· Law as

mentioned'above~

(3) West Germany:

In West Germany, the Copyright LawwaSal11ended in 1985,

by' which, .Lt was clearly established.•tha t compute~ prQgrams

were 'included in sprachwerke e,num,exat.ing .the works to be

protected under the law ,(Section 2( 1)( i H. In this

z e s pec t., it is generally said thatth.e provision of Section

2 (2) of the Copyright Law. is strictly applied s'o.i.tha t only

computer programs higher than a certain leve 1 may be

pro,tected;which s eems vt o be ",oat is Ln t'ended by.BGH.

3.. Judicial Precenden.ts:

(1) Copyrightability (Sl!b;ii'ct .mat t e r s to be p ro t ec t.ed. unde r

the copyright laws):

(j) Microcode.':

(a) United States:

Copyrightability of microcode was a po i.n t ca.t issue in

the judiciaL antecedent of NEC Corp. v, Intel Corp. 10

USPQ,2dU77 (N.D.Cal. 1989),. In. this litigation; it was

one, of main points at -issue whether or not Intel' 5

8086/8088 microcodes were products to be protected, under

United s t a t.e.s ·Cppyrigot.o.ct. Non-eLnf-r-Ln qement c.wes -judqed

in thedecisiQn fp~ .reas.ons t hat(i) Int.el.fprfei ted its

copyri.qh t covering t.he' microcodes fo r-. toe 8086/8088

microproc,e,ss::o,rs because; .the 2, 9~4 , QOQ microcodes of

28.0,00 ,cOOO.",ere distribl!t.ed",ith.out j:hecopyright.nQtice

was made to add copyright notice to them wij:oin the

meaning of 17 U.S.C §405, and (ii) the.microcodes for

NEels V20, V30, V40 and VSO rmc roproce s s o r.s we re not

copies .of Intel 1s;
m~cr.ocodes..

ThQuglv it ",as jUdged in the. dicision that Intel's
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nli~rocodes for the :8086/8088 microprocessors were ~ubject

matters' to be protected under the copyright laws, this

opinion s aernsv t.o be an obiter d i.c t um, In t h is decision,

following three reasons were given' to, prove t:hat :a

microcode Ls. ,eli sub j ec tvme t ce r to be p ro t-e c ted as being

copyrightable: (i) because the " literary work~'within the

meaning of 17 U.S.C. §101 includes any work~expressedby

object codes, the microcodes are to be included,:':in the

computer program definitions' prescibed in the amended

copyright laws bf 1980; (ii) originality as a requirem",rit

for'the copyright protection simply means that a work is

independently c r'e a t e d, and in this s e nse Ln t e Lt s micro­

codes have their originality, (iii'}' (in response to the

argument tha t~::a microcode 'Ls a d eEd.n.i.nq eLerne n t of, a

computer itselfaIid not Ln r t he scope of the definitions

prescribed in 17 U. S. C §101 l' there is nothing in any of

the statutory terms which suggest a different result

concerning copyrightability for diffe'rent types of

campti terp'rograms. Any· -o f the reas.ons mentioned 'above

cannot be persuasive, 'and: "therefore it will be further

required to pay our attention to a trend of· future

jUdicial decisions.

(b) Japan:

In'Japan, there has' been no judicial antecedent of

which point at issue includes copyrightability of any

-mi.c rocode , cons Lde r Lnq that a- random log'ic circuit or a

PLA may:form'>aROM which includes ':a:cmicrocode for:' micro­

'proceSsor, itinaybesaid,that: 'a'micorcdde:is an, eLerne n t

of, a computer .i t.s e Lf.. Acco'rdingly, whether or not a

microcode is',:i'n the scope,:: of"the-de-finit'ions" p res c r Lbect

in SectiOn 2 (1) (x lof Japanese· Copy 'right Law is not

alwaysdefini t e , JUdging f·rom the con t ex t: of. the defi-

390

interprete it negatively.

Q) Obj'ectcode:

(al United States,

Copyrightabili ty of a computer program e xp r es s e dtLn

ob j e c tv code was a poLn t at issue in 'sucti judicial'antece-
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dents .as Apple Compu t e.rjv., Franklin Computer, 714F. 2d

1240 (;3rd Cir. 1983) ; Apple Compu terv. Formula In ter­

national, 725F. 2d521" (9th Cir. 1984), Hubco Data v ,

Management Assistance., 219USPQ450, (D. Ida. 1983). Among

t he s e. . lawsuits, the court bf:f&rstins',tanc~ which con-

,ductedthe trial oithe Apple v.rranklin ..case denied the

copyrightabj;lity of a computer program expressed in

object code. However, the court .o f appleal, Le,., the

Jrd-.-,Cir\' formed a-',reversed judgement-. s i nceithen , other

'courts have ,given :'their'decisions._:b:g,se.d on sups tant ially

the s ame.vLeqe L p r Lnc Lp Le as t ne .,court of. appleal. Thus.

.it has ,-.:been anesta"blished case Law.. tha:,t:-:, aQY campu ter

programexpresS,edin 9bject.code is copyrightable. and

thereafter i t·,seems,thatthe.reis -no li t.iqatLon . of which

poin t; ,,',,a t-\:,.:iss.u.e: iscopyr.j.gh t abLl.Lty ':'.of ,C!'_',<:9I11PuJ~r_'_program

expr.essed in, ob j ect vcode ,

(b·) Japan:

Copyrigl)tapility of a computer :progJ:"am,.",xpressed in

obje c t code .was :a poLnt e t .Ls sue in, such .j udicial

antecedents as "T,ai:t.o v , En t e r p r-Ls e. MUt:aishYu Vol.14 I

No.3, peqe, 796: (judged . by. Tokyo District Court on

DecelJ1be~:::,6_, 198.-,4-J~'. '~-Konami,v., D?-i~a, ~ut:aisp.yu Vql.16,

:No.].,pag¢ 26 )jupgedby,osaka, Di.strict cour tvon .:ranuary

26, 1984)".

Both pftl).¢secas.E!s .are institutedbE!fore the amend­

mentpf: t he COPYJ:"ight La", of <1985 ,and.in eaoh pf wh Lc h

,<:()Pyr.i9ht~,q;1i.tY·~~o..f a cornpu t e r code exp,;("ess,ecl,::,~rl source

code,::w~s, a .poi.n t at issue.

The court s recognized that a compu t e r pJ:"0gr"m ex­

.pre ssed .Ln sour'ce. -code is ancLuded in the de f i.nd t a on s

presq,ibed in sec t Lon 2 (1) of the COPYJ:"igh t Law, and

judged that b"'Gausethereexis.teda rel",Uon,of equiva-

a s s embLyiLanqueqe.rand theone, ,c:onvertedto an Object code

with a s s emb Leri the latter was a copy of the former

,wri,tt,en in a s s emb Ly Larrquaqe ,

The courtsfur.ther r'ecoqnLzed that it was. a copying of

a compu t e r prq9+prq ,e,xPI:"ess.~d in- ob jec t (-~ode for the
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d efe nd a nt to write the cop i.ed object "code program "once

stored in a ROM in other ROM wi'th a ROM writer,: and

judged that, the act committed by the defendant .i s a

;'copying of ·a computer' pro9ramexpres:~ed in assembly

language; Both cases involved dead'copy 'of a game

machine,' and the defendants .d Ldino t bring the rna t ter to a

court of intermediate appeal, thus the judgments by the

district' courts being both concluded,

It is to be noted that, in,any,of the above two cases,

because thereexis'ted -a r'e La t Lonvo'f equLva'Len ce between a

compliterprogramwhich was wri·tten in assembly language

>and 'the""ori'e''"'k::onverted, to an: obj-ect code w i th -a s s ernb Le r ,

the programexpressed'in object code was judged a 'copy of

the program written in 'assembly language;

AccoIfdiIi"gly, in' :theevent t-ha:t'a: program :~wri:tten in

High Level Language such as FORTRAN'is converted to ,the

one' expressed in object code with a compiler" it may not

be ialways',·cons-'ideredthat there "is ','a relation of equiva­

Lenoe between the program be'forethe' conver s Lon and that

after the "conversLon, Thus " ac¢ording'. to <an vop i n i on , it

is no t alw'aysdef-ini'te whethed:-br:- no tia prog,ram expressed

. in objeCt cOde falls within the scopebf a" cbpy;Future

judicial 'decisions clarifying this'pointareexpecte'd.

CD Operating System Program:

""(.:1") In' te'ims':bf 'func-tions, compu ter': programs are cLas si­

fled into Applica t Lon Program arid Opera tingPrograrrl( OS

Program). There is no room fbr'douht: tha tllpplica tion

program is copyrightable. However. it may loe"'said tha t

OS, . Pr69r'ilIn~ which execu t e s Applica--ticin' Program in

comb Lria t Lon with hardware, has a: nature c Lc'ae Lyve.Ll.Led to

hardware'~')-arid',>there'fore there have 'been' a Lot svof" 'con t ro­

versies concerning the copyrightab'ility -of OS' Program.

sucfr.vce se s 'as Apple Computer·v. Franklin: Compu ter;714 F.

2d1240 (3rd Cir. 1983),' Apple Computer v , Formula

International, 725F. 2d521,(9th Cir;" 1984), etc. Among

t he se Laws u i. t-s, the -couz-t ;6f;~: Eir-s:t, ,:.i'ns'ta.nce which con­

duc'tedthe' trial of the Apple. v-, Franklin case denied the
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copyrightability of the OS program f rom.i s ub stcntie.Lly the

s ame "s tandpo.Ln tr-jas the" minori·ty 9pi,ni::on: o f> .the CONTU

Report .rnen.t Loned: "above. .On the::other :-;hand,,':, the cour-t of

appeal .e., 'the'3rd. Cie .en nuLl.ed the,' judgm",nt o f the

first instance about the copyrightability of the OS

Program: p ri.n c i.peLl.y . by rea'son'that there .i.s: no.. d Ls ti.c t i.on

b etwe e n AppLd.ca.t Lon .Program:: and: as Program, Ln. t he r d e f Ln i>­

tions of the, Copyright Act; and that nei therthe, CONTU

nor .t he Congress make a distinction :therebetwee:n .:: The

mentioned -reasons in: the judgment of the: 3rd-- eire. .s e ems

t.orbe ari' argument somewha t. Lns.Ls tLnq on .fo.rmaLi sm ami t­

ting all expected a'rgumentto" persuea realrsubstan<;:e of

OS"'SPrtfgram:,<.;:and in ,this:,'sense- not- pe rauas Lve, Howeve r ,

'this' jUdgment 'of the 3rd; 'Cir. was established as a

j'udicia1.'an'~teceden t , and thereafter it has been recog­

nized,that OS Programs' are generallYGQpyrightable

'lb) Japan:

Copyrightabilityofan OS program was avpo'Ln t at issue

Tn the case ofMicro,$oft Corporation v., .shuwa System

Trading',' Mutaishyu VOl.19 i No.l',page"l '(judged by, Tokyo

'''District Court on' Jan1.Jary 30,,,1987 h In thislit'ig,ation,

i-f-' .was ·'a""point ..at issue~'-Whether or, no t : anv ac.tvcornm.i t t ed

",by' the" ctefendan t was "an', "infringemen t-. of copyright, the

'act b,Hng,tha't an 'objec't 'program, of a BASIC 'interpreter

ci L'for·'a ~';pers-ohal ;;comput:er- r.s t or-ed. -in-: a ROM was r,eveorsely

assembled by the defendant with a reverse' a s s emb Le. pro-

<)gram:,: thereby ob t e.Ln Lnq -'a s'our-ce program 'of - .a s s emb Ly

l'a.n"gua'ge, , ;tb:' "wh:te,hlabe Is 'and,,': ,domme'rit s~'::were,::added ~ In

this litigation, the 'defendant' c()nte'nded as follows:

','The: p~dgram in ques t i.on vcbe Lrrq one of'oi;ierati-ng" systems

(basic software) is prepared just for the 'purpose of

processing 'datai!ffic'iently at high speed being

~em6,ti:6n<:'o',f'-);th'e"cre'aforLs: to be excLudad t be re f r om; and

therefore is not copyrightab'le'''. On the other' hand, the

court recognized tha t the act commi t ted 'by the, defe nd'a.n t

was an infringemen t of the copyrigh tvowried by the p.lain­

tif'fJ.'The reasons, 'for ",this" judqment ,were as follows:
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"Generally speakLnq I in computer programs I means' of

s o Lu ti.on to': accomplish a' certain object,.is: not limited to

the one and- only, but .there are ver.iroua .o.tbervrneeris to

select, 'wlrichare applicable to, an object. of preparing

BASIC Ln t e r'p r.et e z; to .be incorporated in a personal

computer like this case ~ The program .i.n quest Loniwa s in

fact prepared bY the steps of analyzing in deta'iLvarious

prOblems to be 'solved for achieving an object, finding a

method' of solution t o : each of the p.rob Lems, a nd -dcscri-

b Lnq combinations of -iost-ructions. and other Lnformet Lon s

in assembly -language" Thus, every step of comple tely

preparing the program: was not the only;one b.utappears

di;fferent ag"a' z e s u Lt. oic:re'flection of;!cha,ra:G:te~r:_'-:an<i:idea

oithe creator. A valueof'"program- can be.:.-rather appre­

c i.a t ed in such an LndLv.i.dueLLt y , .Thiseri terion,:should

be commonly applied to whatever pro.gram .irrespective of

.game program, applications program or operat.Lnq system

pro:graml:i~e the one in this:,,-cas-e.. Con s e que n tLy-; there

'is no .j.us t Lf Lab Le ·reason in the, arg,ument of the. defendant

.tha tthe' creacteqwork of. this case' ("[1 operating.sys tern

pro.gram writ ten in{assembly ,language) Ls OIJt of the; .scope

oLe,protection under the Copyright Law. 'I, ,The court also

recognized that .th e act committed", by -.the .defenderi t.""as a

copying o f. the pro.gram d.n .que s.tLon, because the ob j e c t

program being a copy of 'the·crea;ted 'Workwascopied by

t hevdef endan t.,

As is ::expl'icit f~ro~L the ab.ave',,: it was ,recognized by

this.judicial de.cision;"tha t both app Li.catLon program and

opera ting s y s tern .program are to be e quaLy tre".ted,simply

by-. reason thatacts by program creator in" the-,' ccur se of

~prQgr_am:preparation are.a.lmost the s arne,; without con­

.sLder Lnq. difference in terms of furrot Lon :be't,ween the

addition, this case was eppeeLed to the. Tokyo liigh, court

and. hascno t been' conclud.ed 'ye t .•

@. Screen Display:

Ca) United States:

Copyrightabili ty of.a screen display ( menu d i.s p Lay) was
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-a 'point at issue in such ca s e sva s Digital Communications

As so.ciates. V. So f tkloneDis tICibu ting Co.ICP9ICat Lo n , 2USPQ

2d>U85, (1'1,.0. Ga. 1987), Bz-odar-bund so f tware V'. Uni.s on

Wo.ICld, 231USPQ 700(N.D. Cal. 1986), etc. In the case of

Br,ode:r,b,unp.., as a-result of rnisunders.tanding the Whelan

jUd9Inent, ,re,laJ;.iqnship;.between a.,computerprQgrart:i.and a

>disp+,C9.Y p.r:oJe,~_t;ed()n:a s c.reen byt:he cornpu te rv p r oqrern was

,_er~Ql)eousJ,;Y::lJ..nders,tood.t,her~by giy;LI:l9-.:rise. to ,:a,',,;10t of

'->g.,,rg\lmen1:s __~ :~pere?:f:ter, in- the ca s e .o f OlgA tal __ Commun i.>

Colt Loris , the C.o.UICt c Le a rLy de n Le d . the ju.dgment o f the

Bz'oderrbund .cas". by the f oLl.ow.i.nq ICeaSo.n: "Co.pydgh t

pro t ec t Lon o f " a .computer pIC9gI."am doe s no.texteng to.

scr een displays generated by the pI."0gICam. A cornpu t e r

proqram : .:i$'::cl~s tip9u:i;.sl:1edf:r:orn a~sc.re:-en.:;.',<:i,isp.~qy:,.qe ne r a ted

~heICebyp"causegClf.,~he.f"ct.~h"t'jthe. same sCICe."11 display

can _,be.,-,:q,rea,t:e9-, :.bY',::,a :ypriety of .separe t e. and Lnde pe.nd e n t

compu.t e r .prqgr:gr1}s -.": Thus" the court. d Lsma s s ed. the

. p La Ln t Lffi Js con t ens Lon thatco.pYICigh.t of thepla:j..ntiff' s

cornpu t e r pz'oqr'arn . CICo.S.s t aLlc XVI .was infping"d pY. the

defendantwho"copi,E3ci,a .s t a t us sere,en;. In the meanwhi Le ,

the C9l.lICt ICec9gnizeda co.pyrightability o.fa status

sCICeenitself;i>andjudged. t hat the p.Lai.n t Lf fzs co.pyrigh­

.~"bility o f the status SCICeel1 was infril1g"d by the

.def"nd.an:~.e.:

Lp)Japan:

In Japan, there has been no j udLc La L an t e cedent 9J

which point at "i;ssue .was .a sc reeri displ,ay. It, is obvious

t_hat,pro,tec:tio,n',Of avcompu ter prp,gram;. doe s {lot extend to

a screen q"i;~play:" g~}1er'~teq ;by -tl1~ . :;p+:.ogram under the

Japal1ese C9PYICight Law.

® Audio.-visual ",oICks:

(a) 1jni.tli!d;. St".tes.:

generated by :c:l::comput,~r, pro q ram Wc:l;~ Cl:,,:point::at issue in

such cases, "S. Stern E.lectro.nics v , Kaufman, 669 F. 2d 852

(2nd Cir. 1982) ,Wi.lliams ElectICo.nics v, Ar t Lc Le inteIC­

ne ti.ona L, 6115 F.2d 87Q( 3ICd Cir..'19.82), etc::,;All.o.f these

liti9a,tiQns:r~lat,e,d:to,y:iqeo,games:using ,,':,a comput e r , arid

395



396

P.10

it 'was j'udged,that 'v i.suaL images themselves 'el'ectroni­

cally displayed 'were protected, as copyright'ableaudio­

visual ',works ,sparately'from- their c ompu t.e rv-p r o'qriamsi,

(b) Ja.pan:

Also in Japan\,- :there' :are s ome judicial'- e n-t.e cede.n.t s

wherein it was judged that display images ,of a v d.d'eo game

using a computer 'was protected as copyrightable 'works

,:similar~ to moti.on p Lccures, For exampl'e, -Narnuco v ,

"Su'ishiri Kbgyo, Mutaishyu Vol.16 No.3 page 676 '(judged by

'I'o k yo District Court on September 28, 1984 ) arid others

canvbe cited. In any of, the juditial p recendent s, the

fact<was that programs stored in -a ROM tor<a video game

machine wa5'''dead~copied. The p LaLn t Lf f , nowever; brough t

an a c t.Lon c.ompLa.Ln Lnq ;tha t the' ao t committed by the

d ef e ndarit was: an"';infringeme'nt of a :'copyright o fvmo t Lcn

:pi'ct-u:resrat,her"<tha-n :·8> compu t ez v-pcoq rern, 'I'h e- dn'fri.n qe e­

me n t bfcopyright alledged by the"plaintaiffwas'recog­

nized ,<by the C:ourt. Copyright 'of a compu t e rrp'roqr-arn

includes <Drily rights of Copying, ," adaptation and trans la­

t i.on, On' the other harid',': copyrig'ht"of~'mot'i()h p'Lct u r e s

further' .i.ncLude s rights of dist--:t"ibu'fion-'-'-and"sbree-hThg in

-·':addit.i6n to' :those of- the:cdrripute'r fpj:;:bgram;~ 'ahd'~therefore

an adventaqe is. such . t-ha t a p LaLn t Lf f may -re que s t a

person' who ins taIls a game machine to d i'scont i'nue or

refrain from such installmen t based on the 'r-igh't of

sC'reen-in'g'~

In', this respect, it is de-£ined·'::that-thet'errn,)'-motion

tfic:ture','work" includes "arl'y,_:'\·iork which1.s:-':repre:sented by

i':F--:me:thod fbr p roduc i.nq a Visual:- o rvaudd.o-ivi-s ue'L ef f e c t

similar to motion pictures and lsfi,xed>i'b a thing" in

addition to "motion pictures" Ln- it's or:igina'l rne ari.i.n q

(Section 2 (3). In accordance with' this' defLnLt Lon, to

work other -than motion pictures in i t;so,riginal mea n i.n q

is required 'to satisfy following requiZtements,:'

(1) that the work' is'represeritedbya methodfo'r produ­

.p roducLnq" a 'v-{'s:,U'aL'-or audi'Oivis'ual effect sLmdLa r to

motion -p Lct u ce s ;"'(requirelTIerft ,'O-f..i::rel:>,re s en.t Lnqvme.t hod)

-,

·'
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(2) that .the work, is fixed ill a thing ,( z'equ i.r-erne n t of

exi.std.nq '-form);; and

(3) that the work is a ceative~ork'withillthe prescribed

meanLnq (SectioIl2(.L)(i).) . (requiremellt of subject

matter),

(,2) BouIldarybetweeIl expres s Lon . a ndoLde a. (Scope of pro tec tLori ) :

A campu ter program .Ji5," a,n,:,iris tr'uc tLorr: 'given to} /a" -machi.ne- of

computer. Ac coxdi.nqLy ; beiIl'g' d'ifferellt from .o.tner " copy­

ri'ghtable,;works'-~ i:t-,:has not only .an aspect of·' 'expression:' but

also all 'aspect .' of f uno tLon ; It is ce r t e Lnvt ha t all ab.s.t.nac t

standard ha$-'~been : established wheTein);,~'expression Ls.: a sole
.subjectmatter to be under t herpro t ec tLon 0& copyright laws

and that "idea" is out of the protection a But, in" 'the

protection of computerprdg:ranf'., 'unde r cop'.yrighb;',::"laws, a

boundary>b'et:ween: "'-expres:sion'~ and ,"idea." Ls.rno t a.Lways clear

'and- accurate":in actual: case.

Ar standard ,clearly stidwing a. i's'c'al)e of. 'llexpres,'s,ion ", and

'that' of "'idea,'" ,d:seargerlycde'sired hio be, 'definf.tely es tab­

lished, pa r t Lcu'Lar Ly for persons ,being in charge of de"elop­

men tvsuch.vas -engineers. ''If-not, :cdai:-iy'activ'itie's .ofrt.ho s e

persons being engaged 'in the ,development of .compu te.r. 'program

are. not s te.bLyvpe.r fo rmed .

As mentioned above, establishment of ..bound'ary be.tween

;":expre 5-5Lon.' and "idea" is,'; eri Lmpo r t an.t probLern d i r-ect Ly

invglved,in,the:-,-scope ,o,f' p.ro t ec.tLon.runder: the,.copy'righ-;t .Laws ,

'and clarificaticn of the bourida.ry- 'therebetween has. b,f3.en.,:t:ried

t.o be ,established .meLnLy .Ln thejud'icial'precendentso.:lf the

UnitedSta te.s.

® Sta,t'utory Provisions:

Following is a quotation of'17 U. S';C,§102 (0):

"{b) In no .caae doe.srcopyrLqh t protection' for an o rdq i ne L
".""",."",,,,,,,,,,,,,,, :

s r

sya t em.. rnet hod.. o f.. 'operation, .roonc ap t, p r'Lnc.LpLe; or dLsc'o>

very;. r.e:g'ard:les:s '0'£ .the :f:o'rm".::'-.in· i:which:::"i't:; is desc r-Lbed ,

explained:;';<illus trated;:.or: embodied: .i.rrisuch ;work~,n

It is unde r st.ood vf rom th i.s provirsLon: -that, .under .t he

United s.ta-te s Copyright ',Ae-t','copyright protection for an
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originaLworkoE. authorship does"' not extend to." any idea,

procedure, process, system, method of ope r:t .i.on., concep t ,

princ-iple', or' discover y,

On the o t her.ihand., Section 2 .of the Jqpanese Copyright

Law prescribes that "creative expression of, -idea or emotion II

is under the protection of the Copyright Law. It is inter­

p.reted. f.rpmthis- p rov i.sLon that .any. <:id,ea or emotion is'. out,

of the. protect~ion under the . Copyright Law.

As: .ment Loned above"i-io':\ both Japan, and the United ,State_5,

.d.t Lsr.expc-essLy prescribed -as .an .abs.trect standard that

.t'hene is avbounderycbe tween "expression" and ,:1: idea;'.' as .t o

.the: s cope ro f p.ro t e c t Loncunde rot.he 'copyright l:aws.

@n 1 Tre-~tm~Qt of:· expressions es serrt.Lak.. ';for working 'ce~'L':,t,ain

-idea:

[Baker .v, se Lden 10.1 O.S:o.~ 99(1879)J

TheFe", .Ls a;.-judicial:,decisi,on .-wherein it- was,·,.j:ud.ge~J:_;;:that

the "expression" of this kind was, ou t.. .:0:£;, prro t e c t d on.. unde r

·theCopyright "Ac:L ·Summary ,?f thds decision is :,as":.fo11ows:

Theplairt t:if f, Selden· wrote 'a "book entitled "Selden,' s

Conde·nsedLedger .,or~~.Bookkeeping Simplified",' and in wh.Lc h

"particular fo rmat s 'were included as a: part .o f.. ::·the work

designed' ~for,use in:carrying ..out .the . Ldea , The defendant

Baker issued a book with formats which were .copfe s oLthe

plaintiff!(s f.orma t s , and sold them himself. ·The "palintiff

a f t e r. being aware of it, brought an action· complaining. that

thebookkre~eping formats soLd- ~by thedefendan·t'infringed a

~. copyrigh t. of :the plaintif i ::

The -; plaint,iffcon'tended ~ that the 'defendant used the

specific formats, as they were, which were included:as a

part of the book entitled "Selden's: Condensed ~Ledger, or

Bookkeeping Simplified'~ 'issued by t ne. plaintiff.

. Thiscas.e.~went t o. ,theOl)ited, States .supreme ,Court, and

. out: of~ c,opyr:ight protection. Where~ the use of an unpro­

-te c t ed ,-idea ne.ces:sa:rily. requires use 'of such expres s Lon or

use of o t he r-vexpzes s Lon ve:ry:::'s,:imilar to sucti vexp.re s sLon. no

.copyright .pr-o t ec t Lon: 'was given to' the expressions."

The above decis,ion''wc3.s '.giv:en,·,more.th~uL...lOO: :years ago, and
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evoked a sensation because it ove r t hrew the- -then .es t abLi s ried

pri,nci.pf,l?::,:,thcrl:;"",ey~ryexpre ssLon ~~.as ;uJ1d~:r-,.,the p:z;:ote;c,tion of

the COP:f:r),gJ.-lt Act. Sinc~ then., t he d~.cisionis.an estab­

lished criterion of j udgmen t for copyrigh t.. inf "j,ngeiTlen t

including. ,that of cornpute r ,prpgr"iTl.,

Thul=?, fiIl'i,.,a,c;c;o,rdan<::~W:::!-:1::h", :.thi,,,s:·,. <:l§<::~§iOJl:,' in Cl:f1Y -_,<::p'se of

99P;yz:;igl:l:t, ~f!t~~Dger:n~I}t of cornpu ter pr()9,rarn:, I';i£. ,::siwJ~(:lr~i.ty

-:,off an ,·~xpre~_?ioI1t·,o! a compu t ezr pr,ogra~, is ..;;,ne<::essarily

r'equ i.r-ed .t.o acni.eve a function in t erided by;..the compute r

:,ppogZ;cun':\,; (!stJ,cl). r E;!;,xpr,es:f;=iiQn, .,o,f,;th~~ cP{TlP~ te,J;,.pJ;(),g_.t;~,m ,WqSOU t of

t.hep:r:otec tionqng"r: the. Copyr,igJ.-l tp"ct.

(j) ,Treatment of expressions practically .essential.or expre­

ss Lonsveach befI):9 'i~·, ;)31:;CiPc:l.-arq-,:':,o:p:: 3::<::eJ;tCi:i,:[l":.5;ubj.e.c t:.

[Margaret .Wallee", AI"xander v.Alex.Haley "tc., 460F. Supp.

40(1978)]

,There,isadudicial decision wherein, it~,was' jugged ,that

the :'\e><;p,re-ssioo" o.f c,th;is, k i.nd: was·, out .of;'prQ."t..ect:ion unde r

the Copyrigh,t, Act. In this cease i theplai,'ntiff' Margaret

,Walker Alexander. b.rouqh t an action all"dging, an Ln f r Ln qeme n t

of he,x' ,Cppy:rignt\, be:qallse, a;,'l:1,istoriGal~:.l1qveJ.,:eJlti,t).e,d "Roo t s "

writ ten by the defendant Alex Haley was similartp a ,novel

'-',enti t Led - 1,~.:J'ub~;l~,e". ',: 1'h~ couz-t j ~gg~d that _,_,sirn~larity

a Ll.edqed '.byAheplainti,ffwas, out of. copyright p ro t ecti.or,

under the.Copy",ight Act.

Bo t h novels had poLnt s. ,of :s?rneness,' wh~Gh.:; .ar e e xp.r'e s>

,5;1,on5:,. characters. :qJ:" t>,a,:c~grounds actueLl.y. 'ess.ent:ip-+ or, ,a t

least servi119 as ~"tClI?:,c"!,a.I:'ds" respE?c:tiy,~.).'y.

Where a s ub jec t matter rnus t be e xp r e s s ed ",iD- the same

manJ;l"'"by "nyone" then the sUbj."ct .ma tte r is "gene",aJ.ly

called II Scenes .a f a i.r;" in jU,diclC!l'prec;:~~4,e.nt s of the Uni ted

ste tes ,-:which. is l:',e,cogni:.z,~d.t9·be in",,:,on~ of. the '9atego.r:~es

copyright Pr:.ot"ctioJ;lqndertheCopyr:igJ.-lt· Act.

as a ~pql'l

,defense that a 'Computer program, bej,ng" na t u raLl.y. copy­

rightable work, does.J;l,ot constitute any inforgeiTlent.

® Treatment of an expre s s Lon Ln separ'ab.Ly combined wi, th an

.. ;j.dea:

[Synecom Technology Inc. v.: University Computing Company,
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462 F.SuPP; I003( 1978)]'

The-re '·:is a '}udTcIci-l 'deeis'iho: whe z'e Ln it·<was ;-judged ··;fha t

,- 'ttie "e'xpression" of this k i.nd was -ou t of':pr6-feCt,i,on tinder

fhe' CopyrightAcL

Outline of this j udLc i.aL ''decis-i6tf,'w'cis' as' f6'l'lows';:'

''!'heplain tifT" syner com Technology de've'Loped a .,STRAN

Program" "by'-·:fmprdv:inga known-s:tructural>cciiculati6ri,' program

"-FRAM")~:' :-la nd ' distrihiJted Lnput; f orma ts -:::i:irid Instruct-ion

"rnanueLs thereof marked wi th an indica t i.on of copyrigh t

On the other hand;'fhe defendant developed a program 'SACS

II completely compatiblewH:h,the plaintiff's STRANProgram,

arid used input formats'thereof. The'plaintiff, after be'ing

aware of Lt, brought :,'80;':; act d ori c ornp Lai.nLriq t hat 'the input

formats' used by the defendant infringed' a. copyright .of the

plaintiff.

The';;cpurt . recognized-tha-t·the input formats: in "question

,. '-"did no't- const Ltu t e any infringerrien t-.' 'I'h'e. re'asons for

j udqme'n t :wer.e't'hat,: in this case , the Lnput; f o rme t e were

;'used to t r ansmi t data arra:yand link -in such a,-'manner that

their :'express:io'n -'aildide-a: were ins'ep'cirabTy 'combiried 0ith

''''each --:other'.~

Cohds:ide'r-ing vcfriety Ln: expression' w,it-t( z'e s pect to an

::ide-ai '-"if an-:,'expressionl:s-':- protect-ed ,':where t he r e" is'only"One

expression with respect to one idea', >theri the'::prOt'ection::of

fhe::,:':expre:ssion>"leads to prote'ctTo,'n: 6f ::'the idea') eventually

resultingiri interference'with the pfinCiple· of the 'Copy­

right Act that no ideashaTlbe protected.

Accord LnqLy, on the'" assumption fha't' 'any' exp re s s Lon is

copyrightable, e'xsLs fence ofa pliir'ali ty -6£, expre s sforis" ,'is

.... an essentialpreri'iise. Thus, Ln the foregoing litigation;' it

:'was ~j udqed that' si.rroe ' -an-idea was ihs'eparably:,' comb i ried ::'vli th

an exp r e ssLon ; 's:uch:';'expressiO-n Was not' 'pr6tedtable-under-' the

~, Treatmerit of st ruc nure .(5). sequence ('5 ) and "orgariization

(0) in computer program 'under the Copyright, Act:

[Whelen Associate v,Jaslo"" De ta I LaIH'797F. 2d 1222 arid
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-The above: SSO':Qf C!- compu terprogrqffi are Lmpo.r t ant matte z s

because if treating them erroneously, idea iJ:,se)"J=-~, :;i_~ .judqe d

.to be "protected under' the C9pyright .Law,

From this point of view, described her-e Lna Et e r- a,,~e ;famous

two 'j ud i.cLaL decdsLona Lncons i s.t en t wi t h each 0 ther.

':-Fo'llowings 'are reviews of thetwo.j.~di~iCi~:"q._~,cisiol"1s::

(a»)Whelen Associate v.;Iaslo;< Dental r.ab.l

Outline, of the backgrounciin .th Ls case are as follows,:

The d e f e ndan t Jas)..ol#', -an owner of, _accp;po~a~~<::m -.:If:l the

.busLness of.-manufa,ctu:r;ing den-tal pro t he tLc s and devLce s ,

attempted to p roces s his business opere tions by comp t e r

beLi.evLnq .that t he bus i.ness. cpere t.Lons. -couLd. tie ~ad~_more

efficient if they were ; cornpu t e r-Lzed, Howev er; .he _ we.s not

.succe s s f u L.'. in pr~paring avcompu.ter p~ograIl1 J?Y::"hims~J!, and

therefore hired a corporationtp :take c-are'of. Lt,

The hired corporation, i:.e., :th,e;,p).;ai:fl:t;i.ffWl1~lCln:, after

studying .how the laboratory, worl<edand, what i tsneeds were,

wrote a program called Den ta Lab and .delivered ,it to. the

defendant. Thereafter, the plaintiff fO"ITI~ci her own

.bus.Lness co.rpora.t Lon , wh i ch i acqui r-edot he. '~Q-;t:.:i.re'C::()PY.I:'igh t of

the Dentalab,

In'the,meantime, the de f.andan t \'lhelanpr~pared,,,. program

Dentcom written. in BASIC language and performing the. same

function 'as the plaintiff's Dentalb, and, b~gan to s.e Ll, the

Dentcom program.

In/lview, of- the competitive re:I.a:t.~onship.':t;,h~repetw~E?fl, t.he

plaintiff filed suit alledging that the,,· defendant Jaslow

infringed plaintiff's C9pyright. The districetcourt ,gave a

decision in ..favor oft.h~.plaintiffWhelan, from which the

def.enden.t b.rouqh t an appealt9 the intermediate appeal

court.

There were foLl.owiIlg two . points",t; issue in .theappeal

(i) whether or not there is a substantial s LrndLa r i, ty

between the def~nci"nt"~ program Dentpom .wrLt t en in BAs)C

Lanquaqe . and the plaintiff's program Dent,,,lab in. EDL

lan.guage 1 and

,,(ii ) Whether th~copyrightprotection()fcOmp1J,t~rprograms

401



402

P.16

is limited <to literal codes of the program or extends to

the structure thereof.

Judgment of the appeal court on these' .poLnt s was as

Lollows.

'''The' larger -poz-tLon vof the expense',<anddifficulty in

c.cea-t Lnq .compu t er programs is .e t t r i.bu table to ;the

development of the 'structure and logic.of the program.

'i'herefore, copyright protection is required t ov.ex'te nd to

the larger portion. The structure of<the' program in this

case is not an es s errt ia'rre'qui£ementfer 'the wo r k ;: There

are other programs commercially available which are

compe t i, t i.ve with tne d'ererident'!-s Den t aLab and" the

de f eriderrt t-s" De n t corn and perform the same function. 'as

them. Accordingly;' the structure Of Dentalab ' is an

.expressio'n- and 'riot art ;-idea.

Further ,:whencornparing the file s t ruc t u re,. the screen

ou t pu t-and' thefivesubrolltines of the plaintifif ',s pro.qam

with those, of" de f endem t!sprogram, it' is found tha t. they

are'substaritiall-Y s'imi'la>r."

In conclusion, the appeal court held that copyright

protection of computer programs might extend' beyond ',the

. -~p'r6gram-,t-s"::Ti:feraT .code tothe.iir structure ,,:s'equence;', and

'.'or'gariizatioll,' 'and the district cour t.r.s: finding of

substantialsimilari ty' between the two programs <was not

clearly erroneous e

'( b ) [Plai'ns ' cotton Cooperative Association' v. Goodpasture

Computer'Serv'ice J

The 'appellant Plains developed a computer software

sys tern, Telcot, designed to provide 'i t s members with

information regarding cotton prices, etc. The appellant's

Telcot system was used by cotton fermers, ginners, and

buyers through' terminals 'connec t ed to the appellant's large

'The computer' program developed by the appellee Good­

pasture compute.r :Service was designed f o f 'aper::sonal­

computer ve r si.on df"'the' appellant "s Telcot s ys tern , and was

very similar to the appellant's Telcot system on the

functional spec'i"f:icatibn', pro'gra'mmin'g; and documenta t i on
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levels.

The poLntj a t. ,iss\j.!= Ln th i s ac t Lon-was ,~hethe,r',,9r not

the "l"l"e11ee's· progJ:""m infringed the copyri,gJlt of the

"ppell"nt's Telcot system.

The "ppell"nt"l],eged th"t the "ppellant'sTelcot system

W<iS if)fringed by the:apPellee's 'program byreasOl) that the

"ppeJ,lee's.. progr"m was." copy of the. appellant's .. Telcot

system, cit·ing the judici"l an t e ceden t o f "Whelan v ,

Jaslow l 1
• .The cour t , however.. did not ·agre:,~ to the ·ci ted

judici"l precendent by .reaspn that ,theapl"ellee. presented

"evJdence that, :m_~n'y, of the .s Lma La.r.L t Le s be tween ..the

"pl""ll,:mt's prpgr"llI and the appellee's pJ:"ogram were. dicta ted

BY the externalities 01', the cor t on.rmaxket,

("l (;plllpaJ:"i"on betw"en .t he .two ju.di<;=i,,,J,.pJ:"e<:;entents:

The foregoing two judicialpJ:"ecendel)ts aFe bo t h .. involed

.Ln use ", of.. 550. .', of a .compu t e r .pro9EAIJn ,:~ithpp:t -,i3.,:U thqriza;t ion I

. and their judgments are opposite to each other.

This is because, in the foremer.juc;1gHI,~nt. :~yar::i~ty in

expression of ssa was recognized by reason t hat there were"

various other progr,am15.· cpmmerciaJ..)..y available which are

differen t but per f o rm the same f uno tLon _,,:?;?': t he J?rog;cams in

question, while, in the latter judgment, it was. recogniz.eO

that similarities of programs \'!"Fedictate.d. by the. exter­

n"litiesQfthecotton marke t , and ssa .theJ:"eof were .obliged

to be/simili3r 01:0 e e ch <oth.e,I::, wheJ:~1Jy,~nif0I:'rr ;,:e~l?,ressiprls of

ssa are necessarily ·defined.

·In conc Lus i.on , it is understood from <3:1Jo:v:~,: that the

court came to· stand on a judgment. that:

(i) ssa of compu t e r progJ:"ams have their own individual

.characters ,,;to be separa te Ly ,,r~c;ogn,.i,zed,,.,andtheFefor.~ it

.Ls und e r s t ood that ssa are protectab.le e xp r e s s Lons of

which preparation needs intellectual efforts and

( ii) provided that SSa. of <:;OI1lPU ter program~are out of

protection, if it is probable that the ssa ar.e essential

to achieve desired ,objects and .f unc.t i.on.s and therefore are

uniformly defined.
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(3) Lawful reproduction:

The owne'r ofcopyri'ght has the exclusiverighttoiepro­

duce by himself or to authorize 'to reproduce the copy'righted

work. (17 U.S.C Sl06)

Notwithstand-ing the rnen tLoned p rov i's i.on, unde rvc'e r t a Ln

'c'Lrcums t ence s it is not-alwa'ysapprop'riate to-'executethis

right fiomthe 'viewpoint of fairness, particularly in the

copyright of computer program due ,tt> its peculiarity.

To me e t this, ;there are' several provisi6ns'<'±il the Unit'ed

States Copyright Act such as'IT'(f.s.c Sl07' (Limitations on

e xc Lu s Lve ri:ghts: Fair use) , §117 (Limitation's::on -exclu-s-i:ve

rights: computer programs), etc. AppiicaHon of SOdl'piOvi­

sions of lawful reproduction may directly affeetWl1ether

there is an infr:Lngemento'f' copyri.ght "'6r riot ,"'and':'therefo-re

i's a fatally i.mportarit'problem.

'Followings "are reviews of JucL(cial an tecede"n t s o'f :whi'ch

points at issue'; arewl1etl1er the mentioned I7U. S. Co. Sl07and

SIl7 are 'applicable,or not:

()) l.7U.S.C Sl.D7:

[Telera t e Systems, Inc. v , M,'ishall Caro arid PrOgramit.

Inc., 689F'. supp , 221)]

(i) 'Outline:

Ou tlineOfthis', case; are as fOllows :'

The pLaLn tLf f Telerate Systems, Inc. had their own data

base represerifing various news, market prices-~' 'etc ~:_~ "and

provided their elien t s wi th access me arisv'eott-het any thi-:rd

person ma'yaccess t ovt tie data bas'e e t a certa-in charge.

The' defendant' Piogramit; Inc. developed a program

capable of receiving thepalintiff 'sdata by a personal

computer without 'utilizing the "mentioned 'acces-s means to

the data base ,and produced such-p roqcams and sold them to

third person.

copyright

means of

404'

suit complaini.ng that the defendant infringed the

of the plaintiff' by providing purchasers with

reproduCingthel'laintiff'sdata base.

The defendant argued as one of the defenses

reproduction conducted by the person who purchased

that

tile
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defendant I 5 program was wi thin the scope o f, fair use in'

cpnfbrmity with L7 U.$.C. §L07, and therefore, the defend.ent

did' not commit any contributory infringement~

The -cour.t , prior to .epp LLce t Lon of, L7; V.S.C §L07,

cons i.dered. ,followin.9:,four: requ~rements:

1. Object and charac.ter.of use Lric.LudLnq whetl:\erthe, use

is of commercial ne ture.ror of, noncornmerti9-J.~dJ.Jca­

tional nature;

2. Character of the cppyrighted;-.'orkused;

3.. Amount and substantiality of.theportion USed of alL

t he. copyrighted work; and

4. Influence on t herpo t en tLaL market or value of the

copyrighted .work .asa result of. ·the use in .ques ti.on ,

The co.urt:reco,gnized that, concerning the fi;.r:s::,t:,:reqlti:,re­

me n t , an object of .the ..reprpdl.!c:tion bY the; defenden;t' s

clients wasto'o'achieve ,:·commercial.p,r.o:fi ts:: t net,; conoern i.nq

the third, requirement, qu,,,litatiYe repro<:luctions .o f the

data base l'Iere effected in a Large amount;, and tha t ,

concerning the:fourthre_qu;i.'rem~nt"! bus Lne s.s ac r Lv.LtLes. o f

the'·plaintiffwas impairedas;,a.;resu.lt of the, reproductions

by·theclients. ThUS,. the court; judged.that -;17 V.. S.C. §107

was, .not applicable -t o the case.

(ii) . Prov.isions of the Japanese Copyright Law,

.Followingprovisionsof the JapaneseCppyright La·w .seem

to correspond to L7 V.S,C. §L07,

Section 30 (reproduction for private 4Se)

Section 31 (Reproduction in library. etc.)

Section 32( Citation)

Section 33 (Transcriptipn on school textbooks; etc.)

Section 34 (Broadcasting. etc. of school educe tLona L

programs)

Section 35 .(Reproduction in school and other. educatipnal

Section 36 (Reproduction in prepara tLon o f- questions. .fo r-

-e xem.Lnet Lcn )

Section 37 (Reproduction in .b r a i Ld.e type i ,etc. )

.sec t i.on 38 (Noncommercial dramaticpl;es,e,ntation.etc.)

Sections 39 to AT.'
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Q) 17~U.S'.C. §1l7.

[vault Corporation v , Quaid Software Limited. 7 USPQ 2d

1281]

,(1) Outline of this juditia1 precendent is,as follows.

The plaintiff VauTt, Corporat ion <had been engaged in

:production ,and 'sales of computer diskettes under the

registered trademark "'PROLOK u
" which.'were designed to

prevent the unauthorized duplication of, programs placed on

them by so r trwa.re 'compu'ter,:companies.

'Thedefehdant' Quaid Software Limited had been engaged in

production and sales of diskette ,called Copy Write. This

Quaid' sproductscontained a feature called" RAMKEY".' which

'unlocked the' plairi'tiff' s PROLOK protective device and

facili t'ated the creationof'afu'llyfunctional ,copy of a

',p'rogram "p laced 'oil a ,p ROLOKdis kette •

'The plaTiltiff' brought 'a suit complaining that the

de f end'aut ihf'rihged the 'copyright of the plaintiff.

The 'points' at issue in this .:litiga t i.on: were' (al whether

or not the 'acts committed 'by 'the 'defendant was permitted

linder 17 U/S.C' §L,l7'/'aild (b) whether or not the>acts

commft t ed 'by the defehdant were~ fel'lwithin the s cope of

contributory infringement. Concerning:' t hevpoLn t ta );'the

court recognized>thait it:he'Iilacing:::of pla:in'tif:f'.!s program .on

the "·s'-tor-affe'.'de-Yice',·of -compu te.r .was ;'indispensa,',b-le to" .use the

plaintiff's program. and that any, person who possessed a

program can reproduce the program within the scope of

specified r e s t-r i.c t Lons 'under 17 U.S,C. §li7(1).Thus. the

court judged that the mentioned .ect s r.by ,the defendant did

not infringe theexclusive,:rightsof ,the plaintiff under 17

U.S .'C.' 'SlOG;

Concerning the point (b). the court. referring to the

j.:udicial" an'teced'ent'IISony . Vi.' ,Univ.e'rsal':-City'.Studio''': .cese in

infringement:was'oCcurrable in:the:caseof, cdpyright'in the

same manner as a patent right. judged -tha t thes<;lles of a

product' cons t Ltu t e no" infringemen t even though it was a

cOl?yri,ghted product which can be reproduced. so far as the

reproduced products were lawfully used,
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The 17 U.S.C. §1l7(2)" gives a right ,pf r-epcoduc Lnqc a

. program for;'-_pres..erva.t i.on to any .. pers,on',w:h.c> p(),sse,~~es the

program. Accordingly i the. 'defendant.'s .RAMKEY,had .Lt s own

use which did not consititute an .infrigement. Thus,· the

court judged that sales of the Copy Write diskettes with

RAMKEY did not cons t Lt.u t eiany con t ..Lbu t o .. yinjOringement .

. As, described .above .<:in. this case ,:the de f endan t "c;ould

effectively defend against the plaintiff's allec;lgec;l il"ljOring.. ­

.men t 'on the ground of 17U.S.C. ,§117.

(ii) Comparison with Japan:

In -Japan, there has'; been no . ~aw;suit~in:vol.viI1g,; C0rrlPU ter

p r o qzamiof <which .poLrrt at-issue is.,whethe:r,,8 prov i s i.on.

assuring the lawful r'eproductLonvt.s applicabl.. orn()t.

However, Sec,tion .47 bis of the JapaneS.e Copyrj,ght La,w is

,a provision Corresponding to 1,7" U;.S.C.§1l7subs tantj,ally

on the. same, spir,i t as the t.h i.s U., S.. p.rovLs Lon , In this

s e n s e ,': also) .i.n "Japan, . it _ro&y,;b.e, an, effe;_ctiYe:::qe,.t:'en.~,e:oXl~h~

partofadefendan t to arg1.lel.awful reproducti0l"l<pf corn­

pute r; progrqf!1;:,in."the semevrnannez __ e s. Ln t he Uni:teci"States.

'''programmable''. Such e xpande d Ln t e.rp r e tations should be

s ub j e c t e c;ltoany restriction. It may b... useful to e s t ab Li.s h

a restriction upon which any computer program used merely as a

mechanical component or as a control system ,oia computer is

not. copyrightable . ,Be~ause what is ...xpec t ed in programs of

4. Issues :

(1) Copyrightability:

As mention.. d above, asa re"iultof the legislation f() ..

protection of computer prog.. arns under .tne ,c.opyright, ,laws

,\ol:ithol,lt ,sufficient st_udy and d.Luacus s Lon , var.Le t Les of

problems occur, ac t uaLy , One' of t he p.r'ob Lems is an v.op i.n.i.on

that everything is protected under the.~opyright laws so far

as it is designa.t-,e.d as a "computer:.ip-r.og,ram". Aqcording- to

-t hd s .opLn Lon., such. subj.ec t mattez-s i.as object code, 9S.:.progrp.ffi

which are no more than llJ.echanical.:compon'en~s:;.a r'e uncez. the

copyr-Lqh t protection, as ama tte r . of course. Moreover, t he.r-e

appears a 'further ,opinion that PLA which is nothing
"~"".,,",,''' ••~ , ......" 'C"'" .....
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such" kind' is s i.mpLy >a function whLch. is obviously different

from the concept of traditional copyrightable work 'and

exhibits their usefulness' only when they are used being

incorporated in machines.

(2) Boundary between expression and idea:,

As des c r Lbedvabove , 'we have reviewed so far: the trend .o f

judicial precenctents' with regard to the scope of copyright

protection, in particular the c r i ter'Lon on which boudary

between expression and idea is judged~

Tbe aoove-cd i.scussed- judicial' precendents, hpwever, are

almos tthe ones formed 'intheUnited ,States, and theref.ore it

is expected that criterionsofjudgment adapted to Japanese

legislation are 'established also in Japan through t he vaccumu­

lation of future j'udicial' decisions in this field.

In addition, it is to be noted that, in the United States,

not a fe\Or>persons have,: an opinion that -pro t.ec t Lon of-SSO of

any computerprogralll eVentually results in protection of idea

as is judged in the case of "Whelan Associate v , Jaslow

Dental". In this sense, it will be essential to thoroughly

discuss the problems in every country including whether or not

there is a true necessity of protecting computer programs

having a functional aspect under the copyright laws; and to

ha.rmonLze opi'n'ions'of'eadh' country;

In corrc Lus Lon, uI10e'i:' the present si t uat Lon , 'criterions

;requLredbycomptiter"'engineers to determin'eprior to daveLop­

men tofacompht'erprogramwhether or ·'not the computerprograin

con s tLtu t e s an infringement, ·'are not always clearly and

accura~.e'bY established, and, in view' of sound: progress of the

computer industry in every country, it' is essential for the

computer industry to have defihite statutory,criterions of

judgment to be established through consensus of every related

determine whether '" or not a compUter program to' be ,develop\"d

falls within the scope of infringement. i;e, copyright.

(3) Lawful 'reproduction:

Application of'theprovisions of lawful reproduction may.
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directly affect whether or not there is an infringement of

copyrigh t , and therefore such provisions should be applied

considering a harmony between copyright owner and third party.

Under the present situation, however, criterions in each

country is not always harmonized due to difference in require­

ments for application of such provisions in each country. In

consequence, it will be essential to clearly establish

definete criterions and harmonize them internationally through

every coun try.
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,Abstract

~.~arnin9',,~a.Cle,to, .a~Y'" d()mestic, ~n.anufaC:turer or i~Po;rt
agent· suspected· of an . infringement ("the other party~)

by the rightful perspn.who has becpme .awa"epf that
infringement of his patent prother industrial property
rights would be viewed as the·necessary·exercise<of
h,is law:fu:L dght

The first issul' ;usua:I.lY aqs~,,,g in . the couJ:'t:in ." .:
c:R~n~c_t_~qn_" ~,ith",,!,arIli~qs of" in~ring:emeIlt, ,a,nd ,\lofa,ir
cornpetitionpractices':'·is· whethei-e.'actsof a suspected'
.infringerwQulci.fa;lJ.with.inthe tes?I1ic..l;. scppeo:f
J:'ight:s of the lawf)ll person .Whethera"y such warning

"madeby the rightful person aamay. stibsequentlybe
;"fOUIl<l::tO ha,vebee,na, .?taJ:e~E!,n~\pr c:::i.rcula.;tioIl" pf:. ,_ .':':
'false~()-()?-:, _~py.:lcf :fa~l under' an act of unfair co~petiiibri
--is' the-second: issue-.:,

In Japan, where an 'act ~):' ari';i~fr_inge~';:)t'he crtH~t,,;
party, is finally found riot to constitute the alleged
infringeme"t, it hasgen":,,ally been held that any

:'warnings' previousJ,.y· given' tocustomer-g of-- -the, other
party'; (t,h~"qllE;to~e,l:'E>;nJ,sl1<?,ulc1,be;-ta~_-:=,~..as ,~tateltlent

or.dJ:'culaj:ion of fals~hoodand ha"eunIawfully
iri.flicted~·'injury·,'to business'-:r;eputa:tio'ns':, or', creditabil'ity,
{:lIp,",sines~,:r~pU::t?j:io:,nsu:p;ro.- nr.eput;ationfi::lIJ. pf,the. pthe.r s
par,ty,a.n~d\<l0uld: c?n~titutE! a'n, a~_,t ""of 'unfair competition
(usually 'called"an,··II,act 'of:bustness slander".')

The,Unfa ir' --comp~;t'it:ion:p'~e~~n:ti()n r.;'~~: 'pi:ovide~:-,'~~
remedies"'a'c;l'a'ihst- .acus of urflawfu"1i'=c,ompe'titJ.:on, ,"the'
petition for injunctio,n (Arti"le 1: Pa:"agraph"H, ,
claim for damages (Article 1-2 Paragraph I) and ·claim
for:,rE!s,tQra,tion .me:as"u.I::.esof, replltation,s (.AI::,tlc:1e 1-~
Paragraph 3). ..'.
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1. InfrinqeIri~rtt :and" Warning:

The patent and other iIld.J.std.al property·rights.arenot,·simply

finished with when,applied. fO,1",·~Il~granted. lJ,is}IIlP\"1";t'\p.t as

well to think how;tCl m\,k~use o'ft~& effect~y~l.y.The~ffective

use of the industrial' prope~tyr'i'ght's is supJposed;tq cOIlllll;;hce at
the moment the application is filed; Legally/ however', oin.",the
case of a patents for example, there are rights availabl~,,_such

as the claim for compensation accruing on and after the date

the applic<tt:ion is made. available fClr public i~;'gechion~n~Jthe
right of.. I?1"Clvisional' protection on and after the' date the public
notice of the application was made •.

Examples of concrete utilization of the righ.ts would·.l."clllde,

among othe:rt!lings~(l} P:t"aCtJ.cin9t~e,inv..nt:i()nbyand~o'~ the
rightful. person ' •. (2) •.•• prClvision oflicensel>tothi;dpa;r;ties, and
(3) eXclusion Clfthird 'parties from practiCing the invention.
In thee';entQf'~:ractici;'~.t.I1~inventiorib¥andf()rth~.if~ghtful

pezson, c._pa.:rt:fc~larly, 'on' ::anexcrti,~-i~_~-,:,baslSi:':-i,;~:-.~~:ll.,b~__ :llP·~50 him
to mani'tor th~ ~arket to see if any "pers()ll,-::;,~' i_~J:,~ii~gillC1""1},i's
right•. When",,,,,,r he does find any infringement, he must take
appropriate' actions on: a tilllely basis.,

",-:- ,

The saYi~~:/, "Th~,best_~efenst!;,lsat ~,ac~,n,~n ca_s_~s.::;~,i~~, this
should refer to ~ number of warning actions taken by the

:',; :',:.,-,

rightful person against the other party, when he hai become

awaq:~._o,f; .any_-.-1n~(rAIlg.~me_I1t' '~ctI"ititis., Il'f,:a.iidwhe~','.',:ne ::b~her

party does not stop the infringement, what is available to him
will be to bring a lawsuit against the, other party. These
actions of the rightful person should be,the·exercise of his
lawful .rights: ,to 'protect his own interests.

A warning aga~rist an infringer will have 'the rollowing effects:

(1) Pro.of of Wilful Infringement:

Any iIlfrirfgement activities continued by the other party
until after of the warning will make for
the rightful person to prove the presence

intent on the part of the infringer in respect of his
activities after receipt of it.
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(2) Vo~untary'cessation ,of, Infringement Activities ,by' ,th.e'

Other Party:

Voluntary cessation"of}the',iI)fringement',actiy,ities, by th¢'

otb"rP'!c:r1:Y,'!csti}" :r";'\llt':,of.th".w'lrI)~"g)i'ill.atl"'1-st
achieve the purpose for which an injunction would otherwise

be required.

(3) ", Prelimina:ry ~otii::~ to tli"other :part~ofLeg.ii
,-,tb~~iqti~~ri~s-::'

The wa:rI)ingwg!""rv" to c'1-uti9"1:h,,,oth'7r,l'a:rtY.)Fp.think

it over once agai""with notice pf a lawsuit tp,follow

unless he responds to it properly.

(4),S1:artingPoin1;.oj; ~~geI)sing Neg9tiation,,:

The' warl1ingcouidwell be' a. starting , point ,for conducting'

negotiatiol1s iwiththeinfringer fOr!concllisiol1 of a

licens"agre"",,,nt in, fayo;, 9ft':h" r:i,gb1;ful.. pe:rson.. A

,1icens~n<],.:agx.:~em(;!R~' ~f~:,succe~s~\Jl~y r~(lc~~d'\ii:I.l do~way,;<

with,proceeding".

(5) Prima Fa.cie Evidence for"DeterminingtheNecessitY,of

:Provisiona.l Disposition "or 'P-re'ser'iation:of'~',Evidence:

Thew~rning may "be 'used asbrie cj'f:th'e prtiri~ fadi~ ~videnci~­

in connection with an application for prov.i'~i()riki'di~~6~i2;

tion or 'preservation -of ,,:evi'dertce which rnay-follow/<;$o : the'

jUdge could rea.sonably ·establishgiveI) facts as alleged by

the rightful person" in the ..same. manner 'Is Ptfici'1-lga~ette
, '" -,'.:.-' '., .. , "" ,,- ,.,: ",". -", ,'.': ',.:." -' '. . " :'. " '.',,',.(.: .. ,.... ;< :'.,.

relevant to the right to be protected, presence9f the:., ', ..:',; ".",.,'..
SUbject matter, and writings evidencing the fact that

berf'aih prbducts'ar~-:bein4:~anufa(:ttir'ed '~'rid's~thii':

(6) Interruption otPrescription:

",:Awritte'nwarnirigsen:t 'In,bdnri'ection withcas'es.of;,claim:';

tor damages will bringi'1:l9u~ ti}e.effect .ofinterruptio,'l of

way"of: j,uc1.ici~l ,,,pr:osee()4~g,s .. ~,ithiI't six monchs .hovever ;

Th~ warning must 'containnecessary .and full descrIptions,­

'incl-uding as "the minimum ',:requ'iremen,ts;:

(l) 'Id~Il:~ifibation 6£' "'righ't:i:o'r ih~!er~sts' inJC)lv~ci.;
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(2) Relation between the;:interests involved and ,the. sender of

the'warning;

(3) Facts supporting' the allegeddnfringement;

(4) Demand for cessation 0:1: the alleg",,1 infringefuent; and

(5) Date by which response must be received.

In addition, i~ mllyin,c:J,~<ie ,am(>ng9t~!,r ~hings, (a) claim
for damages, (bJ demand for information on "al!,s,"",hi!,ve­
ments in the past, (c) demand for return of money had and
rec::h"e,fbrlUtjust enrfc:lUl1entt (d) notice'of legal actions
't6 :1:0116"" and(eJ any intent:ion ofenter!l1gintO'" license
agreement.

The warning may be given ttll:oughmass mediFsllch as newspapers

and magazines, directlyd:o the other party, in, wr~ting or.
verbally', or .to the customers. in writing or ,verblll:1.y"

The wa"ningis'delive:redt()1::heothe:rpllrty and/orhis customers

by the rightful pe:rsonpersonaHyor in the l1ameoftherightful
person or experts in patent, etc. or of attorneys6r~::pa'terit

attorneys. It is. generally considered adyisablethllt, ;l:orthe
purpose of,authenticitY'andde;l:initeness, the ,warning be sent to

th"9!;her P"rty an,d/or .hiscustomers byc..rtified mail, return

rec.. ipt req~..~ted,

Expressior)'" contents and rneans-of,delive,ry would,:va,ry,. dependi.nq

on; whether >the war-ning is.for'excl-usion of ,inf-ringemen1:s or else.

2. 'Warning against Infringements and Acts of Unfair

Competition:

As discussed Previously, the rightful. person sends .the warning
to the other party who, in the eyes of the rightful person, was
infringing his rights when the:rightfulperson knew' of it.

Occasionally the warning ..issenttoc:ustomers ., of. the., o tiher .party.

If, ~hilethewarningwas'serft' tocustorners'of'-th'e 'other::party,

,........ . ,.,'-.. -
manner-and withsu'cH conten'ts'aswQuld' iilt'erferewithbusiness

activities ,o.fthe other 'party, ,l,t is-sUbsequen:t1y :<confirrned

that activities of the other party in question did not constitute

infringement of the right~, ..the warning given by the right;l:ul
person turns out to be an unfair competition, unlawfully injuring

the business reputations of the other party.
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Warnings against alleged infringements were held ground­

less (i) whenprodubtsiOr proc:essesof the other pa~ty

were not found falling within the technical scope of the'

invention or device, (ii) when tqe ~arning so given:did
under

the warni:tl9 was
but; pending p~!:>iic notice, livl when the rightuhder which

the warnLnq was given had run out, and (v) wh••en the .right
under which the warning was alleged to have been g~ven was

determined invalid and extinguished.

The unfair competition>practi,.ces',.as"qlJ~li9~d",above ar,e .9lanerally

~~lled~',<icts of bU;;i~es:~;s7.aJld~r"-',_andpro~id~~,for in Article 1
Pa~ag~aph lItem 6 of the Vnfair Competition Prevention Law.

Artic.l.el .P<lragrapb 1 It!'D!..§ of.thEl·.e Vnfair .. comp",tit~on
Prevention ,Law' says·:

"Statement orc::J.rculation of falsehood which wouldeinjure
b\isiness'-:" reput:ation!:;:, of-others 10 competition>with him

(whose buSiness interests are .1ik,HY to be injured) "

The ac~s'::"of business S:L~ndkr as an a~£("of-'-unfair:'ci6rit~~~it.i6n

cc:,~ld ie<ld ~f~irly to reduction In numbE!~·of cu"tomE!"~ of ethe

otbe~ party because. of circuiation of the untrue information on
business reputaHon·of theother<party iii competition with the
rightful person. Requisites for an acFof"busiile"s·slande~·a~e

as follows:

'(l) . P~esence Of competitive ~elation"hip.

(2) si~n4er directed 1:6 a s~~tified other person.

(3) Injury to business reputations of thel'j:he..;party:

Tp.~'"1:.~r~;,,"ac t s . i,.njuri0l.1:s, .co _l:)\.lsin~ss>rePll:ta~,ionsl~ is

heLd .. tl'•.±nclude (ile niagative evaluation.of..the w<lY in
which the othe~pa~ty.conductsbusines", (e.g. goods,

se~yicesand·adve..;tising), (ii) negative evaluation of

theotber party as going conce~n (",.g, busin",ssqapacity,
financial condition' .and-manaqemerit; >., and, ,( iii);, no~i.c~ to·

hLs. customers of" inf:r;ingeIn~ut~:,of~,<i~·nd~s't7l:'LaL :pzoper ey

r,ight or ::viol~ticin o:f':::,p~~tinent: f;~ws,-:<?:r: :regulatioIls;.

(4l Falsehood:
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(5) Statement·or Circulati8n·of FalSehOOd:

Diffe"en~f!'om :hO~", ~iven to cust?mer ofth", 6therp"rty,
warni~~s ~~~inst infringements given d re~tiy:'to'- th~ot'h:~i>
partyincompeti.tioll with the rightful person wOuld hottin
any way affect reputations of the alleged ihfrillgertwhi·ch

l;>asicaHy isan.obje9ti.v~.evaluation•. Thus, th~y,do not
come undez. thf:! $t:ll't:.~eIl; ~r"q;;cul:-a~i()n,_ of:fa~sehood under

the s!'id. ;rtem6. :rt, stiH,com~s.under th~ sj;at,emel)t or
circulation of falsehood under the said Item 6 to give
_....• ,,- " "':'"'-.•.. -,;'-,'. .... " . ," ,', ", ,.-- .'-', -, '. ,-' -".. "'-:, ,"-,: ' ':::.... '.,:'. .,'.- (: ',:': ::', .'.', -:"0 :.... ,

w~:rn+~~S"9,r,, durin'fr"a:,~al~s talk, mention the infringement
by th~'oth~r party, ,to his customers. . .

3.· 'jl.ernedialMeasur~sagainstan Act of.Unfair c:ompetitionas
,Act of Business.§lander:

Remedial measures provided for in the Unfair Competition'

Prevention Law consist oL(i) petition for i'!juncj;ion(Article 1

Paragraph 1), (ii) claim for daIna~e~, (Articl", 1-2 ~ar,,~r~p~ 1),

and (iii) claim forme~sures for:restoration of reputations .'
(Article 1:';2 t pa r agr a ph 3).

Acts of busiIless·slander may falFconcurrentlyunder torts·

provided for in Art:icle 709 of t:heJapanese Civil 'Code. Under
the Japarie'se:,:Civil COde/,'the torts '-require rnalitie,us intent or

negligenceas'a'requlsite:6f a 'val£d"claini therefor, thus

basically:preveritirig ,irijunction :'againsb""aii 'act'of unfair­

competition fiombeiIlg petitioned ',therefor. Under the Unfair
Competitiorr,'Prevention::'L.iw, on the 'otherj:hand,:neither allega­

tion norpro6fof intention of the unfair:cornpetition as','a

requisite thereof is necessary, and it is permitted tp",.apply

for injunct~9n against acts of business slander.

In the: fg-;low:fng ,W,= will,:.-Ciisql:;~~ recq\lis;:t;e~::;fpJ:-th~;r-espec t.Lve

remedial; .measures:

-,

..

perS'Dn who I?~iforms

s Lander may

Law~ets

busi~ess in~uredby any other

~~,~~t ~~~ling under an act of the 'business

petition for cessation of tl).at act. It

(1lPetiHOllfor In:i unction:



','

restoration of r epuce t.Lons , and (v) intang"ible loss'''resuI't.;,,;;

ing fr~mlosso'f r~putati~'~s so sustained.

fees iawyers>incutred"fcSr

the claim fordam:age~~

and announcements incurred fo:i"c

u'n~air

any
(iv)
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Th~ above,' wi'llmeantha:t a;"pet~_tion .for;injllflction r:eq~ires

as req~,is~,~_~,s_,_;~}1er,ef?r~.(i) possibilities of busine:~s

~nt_~.f~,::;t~_})~+n~,iJ1jui~:d by, ar- ac::~~alli~g~nde'r ,an act' of

;'b~siZ;ess_':"T~il~d~t_af;,;. -an,~\C::t~_f ",~fa,ir competitioD I

(ii) possibilities of,t,he said act falling unde,rimac:t of
'~'u_s,iJ1ess slil-~der being':. -c.?I)t.inu~~'O! re~~a:ted,,: and

(iii) illegality of the said act falling under an'ac:t of
business slander.

An~~ti~ion -- fo~:-'inj_unct:r~fi",:ff::,' acts 'of"businesssl~nder
applies tCl prohibition or circrilation of fals,ehood. In

that thefroceedingS re~ire theprohibitiontobEl",~f.,.
concrete 'f~actices'cthe pr~~ibiti~n is restricted to such
concrete pra~~icefas are recognized as being actually or
ilkely~o be conducted. ' ,

(2),' !=la~m for, Damages:

Artlc1e l"-Z Paragraph 10ftlieUnfair Competition Prevention
taw 'E:i"rov'ides,,: IIAny pez-son. whcihas intentionally Or negli­

gelltlyconducb.d any act falling under the' acts of business
slander shall be liable for damages to the person anY'of

whos'e busj,ness:i:n:terests,has be~~,>s,o,:in,j:ured.II

Thus, a' 'claim: for' da.ini~l'ges,,,requf:res,,that:,,:pre:senc'eof;;:-four

requi's:i tes"· be tJ~oveil: (i':) :m:a1ic!ous:"ln:tent: -o-r':'negligemce

'on'the' part of the wrongdo'er; '(iii) 'oC-C'urtfance'of",loss

resulting' from injury to' business interests, and (iv) ",,"usa1
relations between a"given act' df,'uilfair ccmpet.Lc i.crr-and

the occurrenee o~' 10ss.-

The words "liable" fOr damage's II refer':to';'that-:: liability for

damages ,cov~riI1g a,ll,l()sses, causaL :l:'elation~ of which w,ith

a given ;~cto..fUrlf a Lr ,c(;:>IQpeti,tioJ:l,:_J 5.:, ;-easg,J:1ab.lY feco.gn,i,~,~;~,r:;

The'losses recoverapJ.e"would .:i.ncluc:i.e:,t a.:m0ngothtar "things:,';

(1) loss, of profit attributable to th" given act, of unf,ai:l::_

competition that could hay'e.',.<?;~,p~~is~ ,~,~~n;,taa:rned,
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(3)' 'Claim for Restoration Measures of ReputatiOns:

Article 1-.2 Paragraph 3 of the UhfairCompetJ.tron

Preventi~Jl:L~""" ,provide:~ 'I,Thecou~~ :~ay,:ti~·~ 're~uest::,,Of
to,he injuX"~d,orde!'the person who hasconducted,anyac;t of

busin~s!i_Slan~~;" to tak~,,:,,~uf~,rneasu:r:e~,'~i't:~ or'in li,~:U of
paymentofdarna<]es, as shall be necessary for restoration

of busine~s' repU:t~~i~ns of the i'nj~r~d.'n

A ,claim for resto~atiq~,m~a~~~~~,of reputations requires
presenc~ of (i) a;' act.ofbllsi.nesssla"d~ras an act of

:~£:air, comp~_:t~tion,~""",(~i'),,'',~eaS.~~able.'~,~\ls'al ~elati~ris"
betw;~ell the, ~.i...en injllryto.thereputatipFs occa~iohed by

t:he"c~t of unfair comp~titioll and ,the proposed res~ora.tion
measure~ of r'epu'tations,' ~nd (iii):,~,~lic_~ou:s intent~'~_~
negligence in the act of unfair co~petition. Incident~llY,
although the text of the law provisiondOe:snotspeci:ficaJ>ly

"refertc:r ,lIma l i c i o u s , l n t e n,t ··or ,ne,glJg~~9,e,:~:: i~e_m<'ii-:iJ ,is
lleldtObenecessary; on the grounds tllat· the.".estoratoion

measur,es-pf,; r:eputat,ipJ;ls> .Ls a, 'ki,nd. O:f. :,:cl9,1,~" "for""damClge~c

,JlnCiertorts,

The 11 restorii'tiot1 rne'a-su'res:' of" "re'p'uta>tihns II,Thc'l':ude,l:i:)

in'sertipn: of,,; r~medial:, adverti~:em~nt,s, i-.t1,,"~ew~PClpe,rs,

(ii) ,dispatch of....rittenapo1ogiesto firms dealing w,ith

theallegedcinju"ing party, and ,(iii) posting of ...r:itten

a'po19gies,'on:'l1o:tic~,_bcazds 0(' Lndust rLeL organizations, of

Which:"i:tern, ',(.i) is cpnve,n'tional,in'''-'Japan.

4. Precedent Cases of Warnings agains,t··'lnfr'ingements' and

Acts; of Cnfair-'Gompetit,i9n ,as;J:\.cts(Jf: Business ;,~lanc:1eJ::

It hall been: since 'the middle 'of the 1970·'s that more of the

notice given bydghtfulpersonstd the other parties whom they

alleged to be wrongdoers and/6r tdciustomers Of such 'other

pa'r~I~-s becaine- to be" t'akem' up by the' other" 'parties, in: Lawsu'i t;s

'a"s:"'l:,elng an act, of business s Landez .

Japan

existence of the right of injunction, as , by the party to

w":?!I\: the inju,nct:ion orders were directed as "infringer '0'£,

~~,9-:~E;t:t'ial property:, r~9hts" and pe~itions for,inj,1.lnction and
claim cases for damag~sor_f~,:r restoration measures of
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reputations, based on the. grounds that ,,~rniI)gs giY"n by the

r ightfulpersonconstituted<~nact<".f<business slander.

We will now:'proc~'e'd';:,towa'rdJd-i'scfuss'lon":o"f,,":warninqs -"aqa:inst'

infringements aD'db'f :\1idi's'bf unfai'rCbmpettit1on"as:,:,act's': of'

business s Landez-a-

4.1 Test of Infringements and Acts of UnfairCompEltition:

:ThEi:-Li-iist issue :':11i .fhe'court -'irivol.:viog a' wa'rning ·'-aqairfstan

irifringem~nt, i'and"an acf"of: ,un·faii:' 'cdinpeti:tidn: :'willpertain-::to'

whether manufabture or 'sale or'otlier acts of the other party' <

wh.om'tlie d.ght£tiS!:'person alleged to bean in£ringerOfhisright

would fall within the technicaT"scopeofrightsheldbythe'

rig,htful person. TI% test ,pf "llet;lle:r this inf:ringemeI\t;. was

pre'!entwil,l, det;epni,I).,:"!J..,tller ,the ",a"niI\g agaim~t iI\f:ringemeI\t;,

woul:d"con,~,ti:t;ut,~_: ~n;;act:-9~.~ffl~r"./;9;rnp~~,~tiona,s,s,t:~<teJl\.~,n_~ (J~":

cirp1.l1a;tionof f alsehqod.

If themanlifai::ture', '"ale Or other act<of ,the other party whom

the rightfulpersonalleg"cI t9 J'e a,n ,infringer i,s fO\lnd to fall

within the t echI),ip'\l scope 0lOthe. rigl1t hel~by t;he r.ightful

person. tile ,iI\lO:ringelllentso ~;Ll"ged by tllerightf'fl pe.rson will

be held not to fall. undez the ,statelllentor. c,i"C1.llat;icm of

falsehooq,..arid, as .a rep~lt:,_ fp,uIl:d npt,>to,.c:p11-s,tit,ut~anact of

unfair, S~~p~~itioR:

I,IA s-ctidy',',oii'c,omponent'sf o:f,:>the', produc-t ,".in,que's'~ibn·,,:and'

whoae ':(Yf:<the,~device,i'n" que'stion, '.reveals ·that thepro'duct

satisfies all requirements of the device. In ,that ,thei"

produbt.6rily·if 'provided with, all'requiredcomppnents:.

thereof, can perform'" such. func~tib'ns'.and cp.roduce such

·~~f,et:::'t,~,.p:saxe"c0!1:t~mplfl~ed,.JI1:::,tJ:Y~,:,d~v:ice, ~,h,e .product;
sh,91.lld befO\lnd ,to }all}'iithi,l1 it",.. ,?"cl1ni,ca1, .sc:ppe.

l'!I1He.i.t ,•. is recognizedt;"at. theplain.tilOf,aI)dhis I)on­

E!,~C:).\l.siy'~,' :; lic::,e,ns~€!~: ,pftJ~~:;, :u't:i:~:i,ty: .mode.l, ,,~;n. quest.Lon "h~ve

s~~,t;. f:lQ_·'tJ9,~.JtP. cus~P~~J:"sJJ.~.t.pe: ,d~:fe,ng,~:t;l.t:,

product in fact infringes ~he utility model, the said

noti~e should not be held to he." (Handle of vani t.y b"g

~~~~)
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If I oh;·:the' other: hand, manlifabture,'·sa.le dr other act is found

not to fall within 'the technical scope of the right held by the

rightfuI·person, the warning,give~by th"right~}',l p"rson is
found to· be statement of circulation offalsehoo~,

4.2 Statement or Circulation of Falsehood and ActS'of

Unfair Comp"tition, .

If a warning against an infringe",ent given by th,eri9htf\llpeJ::"~()n

is found to be statemen.t or circulation .·of falsehood, wh"th"r ,it

constitutes an act of unfair competition will b"the second

issue.. The pr9bl"mh,,,re.will be ;wll"ther it. ~as s.ent directly to

the other .party.or t9 his C\lSt9",,,rs.

If it is sent d.irectly to the other party , he 'can 'eleCt: at its

ownd.iscretion whether to contillue the mallufactiire, sille,etci

Herice{, ,'even' when 'it 1sst.atement"'bF Circuliii:::ioii of 'fafs'ehood,
the warning given by the rightful person agaiI1s't'an infringement

has ·been.found by courts not to come. unCler ian ace. of· ,unfair",

"with respect to Article i Paragraph 1 Item 6' of the
unf'air';Comp~tition:p~event:1o'n:i:.aw'whfch" re:fers::to'

;,jtat:~rn~ht orC:i.rcuiiltion of falsehood which wotildbe

injti~idti.std':bh's"ine'ssreputat.ions of others' :ih
c<Jmpetit:io:lCwi.tli. the doer thereof), all act of warning

against others in competition with him, being different

frorn,,:the case-where :the: ,s,a.id'.,stat~ment;cor c:Jrculation is

directecl. to th.irdparties,. cannot.be held injurious to

reputations'which .are .an ob ject'ive" evaLuacLon .'-'-, 'rhus:,- it

evidently ·does.not. falll,mder.thesa.id provision of

Item :6 ...,11 (Case: 'of rnagnet,ic, ,pencil .caae)

Any warnings given to customers of the 'other partycotildwe:Ll

end up with Injury'to his business r'epu't~tiOns-as/'the':'resutf of,

for example, reduction 'of'salesof the ":O'th.erparty":s:pro'du'dt's

and stoppage of' 'bU'~:'ine'~-s:'tral1s'a:ctio-rf~':. ThUs', warriings <'a.'cjairi'st

are' sta.temenforhirculatibn ':Bf fals,eho6darid

n'l'~emanUfacture0"...sale of Clo".,r Chako pap.,,, .b¥ the
plaintiff in t~is case dO~~ '~ot ~onstitute an infririg~ment
of a patent of the defendant hereunder, ... The statement

in the advertisement of the defendant, referring to the
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goo~s 'Ln rquas t Lcn a;s':-"counterfe-it.,..inferiq~ ::produc~,and

patent infringing commoddt.y, ·should be cQllsidered 1;0. be

-·~·'fal;se"pertaining:.tcrtheplaintif£ who i5io competi,_;t~on

with the defendant and,thus, .may be. called .an act of

unf,dr competition." (Chalk paper case)

"There :i~ no argument betW'een the parties as to thefac:t

th~t. the .,laintiff and.t:he .'def~ndant<are .incompeti~ion
~ach other, the utility model in qu~stionhas a cause by

which it may be invalidated, and thep~ric:il casein

question does not fall within the scope of the inteJ;ests

covered hereunder. It will be in order; therefore,t;o

assume that, although the defendant did.llot~peci.fica~ly

cit;e t;b.ep,ame of thespecifiS .mil.nufac.tur~rorsonunodit;y,
t;he defendilp,t.c:,mpallyhas stated aIld.qircul"1:ed.~alseb.0od

injurious t;0 the<businessre putatiC:>!l" ofth.e. p~"inti.g ~h8

was in competition. with him." (Case of lI)"gnet;i.c pe!lcil

case)

."Manufacture or saleoft,h.. al1;)um.mount bytq.. plaintiff

does not fall within thetechnicalscopeof·t;b.e devi.cein

questioJ1~,d-,:';l'l;le;d~s<?;~l:?tion,app~aI,~_r1g ;i,o t~he;iwa:t'nil)g "sl;!~t:

by c .. rt;i.fi"'li. ma i.L. I:>Y the defendant, tot"ncustome.r:¥ of

the ~l~i~tiff,s~~~i~~ I s~me_o~: t~:~, ,,:~l~um~manUfact~~e_~

and s8lci by the plaintiff include those mountsfa11ing .

~it?i~ th~ tef__~nical,_~,c:opeo~, th~ devi-ce··~~~er,,~e~er~nc:,
" mustJ:", therefore, taken asfalsehood pertai~ingt~i:he

plaintiff who is in competition with the defendant in this

lawsuit." (Album case)

If a warning against infringement is given in writirig, whether'
or not that warning so given by the rfghtfui persbn;'state';:Fdf>

cd.r'cuLa teiF any falsehood and falls under an act of unfair

competition mayexplicitly>be produced as evidence thereafter,

and easily' tested,. In the case of warnings aqaLnsc __ infring~rnent

isdiffi6ult prove evidence
',... •• ,. " •••..•.••..•.•. ,y., .,. '", .w."".. ...

in 0-£ witnesses during hearing, and"itsornetimes

happens that .p.re ae'nce vof": an> act of. unfair campeti t Lon is''':Ilegated

as being noc supported by'>sufficient evidence.

IfTh,e plaintiff 'and 'hi's witnesses testify to the-pr'e:senq-e

of 'act of'l.lnfairco'rn'petition'6y the defe'h.dant"ias stated
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before. • ...Their statement that what the plaintiff and

his witnesses had said could hardly be realistic and in

fact did not exist may not, be, re,lied upon'W'ithout"reserva­

tien. There is no explicit 'evidence:·supporting t1s~Pf

words by the defendant to slander products of the p+aintiff.

In the,cirqumstanc~,s/,:"t1?-ecourt,;i_~not to prepar~d .to a~firm

pre,sence qf any such act of unfair competition by the

defen.dant, asalleg:",di:>y the plaintiff. n (Metal plat",

cleaning: .and polishing: brush cas.el

4.3 petition for Injunction Forbidding: Acts qf

Unfair Compet.ition:

A petition fo,!'fnjJnction f&cbid.ding:·act,;of urifaircqmpetition

req~iI'.. sn"it:hermalicious·, in~e.ntnorn",g:lfg:ence.for warnings

ag~~~s'7:,t~f~~,~ge~e,nts.as'an,~~t'0,£ business sland~r. " It appears I

the're~~~"el,that ;,,~O,~~ts :keep ,a ;baSic,osta~c;e-for granting injunc­
tion forbiddinga~t~ of unfair competition:

"If the plaintiffs are likely to have their business

interests injured by'statement or circulation of:>falsehood,

.isailactbf unfair co';peddon,by the defendants, the

pi.iintJ.ffsshouldbe g:rant.edan injuncfionforbiddingthe

said ac:t t:opreclude any injury." (Chalk paper case)

"corrcent;s of thE!, warn.ing111ade by the, de~endant are untrue

{i;nc1,;sC)n;~i1;_~,1:,~:an a,st o~"'\l~ACli7 ,~()~petition. Ther :p~~ition
xnade.by thE!p'taintiff hasI:eason"i:>le grounds and, therefore,

~n inject~qIl is hereby :gr~Tl.ted." ~Process of adding

moisture to grains of rice case)

An ~I'1~y~c:.tion rnaynot b~,granted if there is any particular

g:ro~~ds prohibiting: doing: so:

"In view,.-of ·:-,the fact that ingredients :,of:the' pr()du<::~"of

the plaintiff were appraised.after,the insertion of the

advertisement in newspapers by the,defendants, and that

•.•.• ,., •..•.• """,..,.' .• t.~,h::.e owned by the defendant, expired immec:liately'

a·fter'l'Iarch 26. " 1973,

p LeadLnq a.. involved, ,it would be,reasonabl,e .eo. ,aSSUIPe that

the defendants are:--not likely to' injure bus,inessinteres~s

of theplpintiff in the future by stating: or circulating

falsehood as aforesaid. The petition by the plaintiffs
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for the injunction dor~thave ,r~asonabl~ ,gro~4~ to

support it." (Chalk papE!l:'c:ase)

4.4 Claim for Damages:

Claims for damages.based on an act of' unfair competition require
malicious intent or negligence as 'a, requisite o,f'warIiings aciidnst

infringeritez{ts all:eged to be 'an act of businesssla.nder.

Before ma*~n~ a. judgmeA~ .~ha~he. has had an infringement of his

inte~e,:3ts, alldp.r:i.o~to1l1ak~.nga wa::r:lliIlg a,gainst infringements,

theright:ful.pel:',.on normal1yconsults attorneys and patent

attorneys and asks them for an appraisal. Not a few judgments

reveal. that the warnings made aC:C:9rdingto their subjectiv~

evaluati9') .arE! likely~o be fO\lIl~ltp .have been based on malicious

intent or .".~gligence on the Part o:f th~ rig,h,tful person:

"It is found at least based on negligence on thE! part of

the defendant that hE! sent the said certified mail.

.It has been verified. that the certified m~il was sent out

in the. name of a patent attorney for the defendant, and

the dE!fendant then consulted thE! attorney {an appraisal was

alsp made by the patent, attorney at the request of the

defendant that '.theproduct manufactured and sold by the

pla.intif:f would. fal1 within the technical scope of the

utility model. in questioA. "l , These facts wil1 have "othing

to do vrittl,th'e sC!:id 'con~).'u~iono_~,. this court, howev.~r'.

The defendant is liable for incJ.emnifying the plaintiff for

loss,he has, sustained. II (,A~b.~ c a s e)

"~eithe_r.:the-apprais'almade::'bya- .pacerrt at-torI1ey; .nor, ttl€!

verbal opinion of an .et t.oz-ney, both aecur.ed ,at-"".the ":r"e,qu~_st

Jjf, ,the -defendant, doe a moti. serve to neqat;e th~; saiq

negligence,. Hence,the,defend:ant,isliapl,~,for"indemnifi­

cation Of loss sustain.ed.bythE!.plaintiff." .... (E;ishing
tackle case)

In addition, there are judgments dealing with the duty to

of, a.ttorneys Or pa;tenta.tt:orneys"'a's wetl as with requirements

of barring the formation of the negligence ..

"With,.r.espect to ,the, !llegal act of the defendant,

~nvolving warning~ he ~e~t to c~~tqmers of ,the pl~intiff,
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statirigt:hat prodllctsof the plaintiff infringed the
util.ity model owned by the defendant,· the defendant
believed incorrectly that he was entitled to make that·
a"llertion based on his right. Even though the defendant
did balle his judgment on opinions of the. attorney and

patent attorney, and even wl1\,n ~t isarbi!'rarily ..assumed
that the defendant had provided the same ability to

:·<_~xercise_the .car.e_a,s__~he S:~id:'prO:f~SSional pract'ionElr:s~
the misunderstanding of the defendant as above-mentioned -:

stili leaves rO()mstomalte reasoriabl.e what he has d.one in
th~given situation. Theco\irt hesil".atell to c:riticizethe

. defendant by simply rllilng't:!l.at t:ll.., act ofl:he defendant

was based on a one-sided judgment without considering the

situation of ot.h';X's; and that,whentnakingthesa.ld
misjudgment, the' defendant wall negligent and failed to

exercise 'due care." (Sash rail<case)

."Sending of a warning b;r the rightful person of a utility
model to the manufacturer of a commodity which he thinks
infringes that model should specifically be distinguished
in n~tur_e" 'from notifying 'thirdp~rties, includ'ingcusf6rtters

• . . ' .... _.',._. .... . " .c, .........•

of the sa.id manufacturer, by the rightful person, that the
commodity in question infringes ·the utility model. It is

eVident_~~at the lat:ter,.case r~_(;lU,~res~or:e,~are,orduty
to exercise more care, than the' former ~ould for the

purpose of ]udgmerit ofwhetherthed6lnmbdity wOllld infringe
that utility model. When giving the notice'to wholesalers
and; retailers of the plaintiff ,the ··defendant company

',should have done it':with<due considerationforthepossibi­

litiesof the pencil casein question being not infringing

the utility model in question under a subsequent judgment
possibly 'made by publiC authorities, ,because of the nature
of the utility model (this device provides the pencil case of

of commonknc:iwledge with .an additional <;omposing element,

:. ';I'Il,:;this ."partic\llar casE? w1:l_er,~suc::h::circllll1stances .,w~re ,11<?t

present as would permit a j?dgment to be made that the
defendant company had udgment by pUblic authorities (as

~~e~ a,tempo~a~y di:p~ ition for ~rohibition-or'manUfacture

and sale 'of 'the pencil case in question had been effected
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under" thecutilitymodeTinvolved ,corWllen,t!)e¢!ec;:i"ioq had

been:-made ,'.-at' th~£irst,in'stance:,in'-;:fa_:vo.r of· t:h.~ :,?:.~f~~cl~~t) I

or where the plaintiff who: is the manufacturer of the Pencil

case in question haS admitted ,the, infring~entof ,tile utility

model"'whereby, the pencil case W9uld"s\lbsequently bEl,
considered most probably to: have. infringed theutility,~pdel

, inqlle~tion,thel'e ,would be no:aIternat,+Ye,~ I:l~~ concluding

lflla.,ttheciefel1cia.nt,compal1:i'w"" n ..gli'1ent in n?7repog"izing
t:h,atil1 nocjlse, could" ,t:hel?en"il case, in "qul!lstio" ,inf;inge
th,\,utility ~del." (Case of magnetic pencil case)

If extraordinary, circ11IDstance,S were Present pri(:lr ,t9' a,w",rl1ing

against,,,,,,infr;il1g,\,,,,ent, negligenc,\, may be,considered not to

ha"e eXist..d.

"During ,examination 9fthe pat.ent.:applicationfor.t.!>e

product of the plaintiff, he unexpectedlyreceived.fr9m

the Patent ?rficea",n.0tice?frl!ljecti()nw,hi9h referl'ed to :"
a device of the d"efe,~,daJ1t asset forth in the utili~YMOdel

.." ........ " -,':' <".; ",:: ..;.... ':", :', ',,'.:-...,: ..:'-,.::,.' .. , ...... , .. ,-

gazette. It should rather be reasonable that the defendant

:'ssurnedth:at thE' product of the plaintiff f"'.l..l. ",ithin' th:e

techni.c,,'! scope of th~utility model ill" qUestion';': 'thus;
no necjligenc:~:·'is:·',consIdered to'''-have:' ex'ist~d/-:in. :the:"warl1'ln'g'
':'ddres"",d'by the defendant to', cUstomersoftheplainti.ff;;'

(Driving Pin case)

"It was right in a way that the plai"tiff assumed tilat th.. ,

product manufactured and "old by the defendant infringed

the patent in question, based on the statement made at the

examination""of the 'defendant in the course of proceed.ings
'for preservaticm'-of;:evidenc€':as"weil as on the result'of
,malysi.s ofthe product of thedeifendant. Thus; it will'

" I1Otl:>'" in ora",r to hold that the assumption Iliad", by the

plaintiff as mentioned above constitutes"riegTigence'~"

(Artificial diaJ1lo"d.casej

rid 'Intiingibie loss' from irt):i.irY to rep~ta.tions.

"Wit~,_, r~;;~ect 1::o~he att<:>rn~y~.-I,,_.f.ee ~nC:1J.r~E3!d for the

litigati.:on hereunder, it will be in order to e~1:i1t1a-te.t, at

the smm of ¥300,OOO, loss reasonably attributable to the

act of unfair competition of the defendant company. In
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view of the fact that the plaintiff recovered products from
customers of the defendant, as disclosed by the defendant,
'and 'of': all circums'tances:revealed in-this particular case,

it will be reasonable to estimate at 12,000,000 the loss
susta.ined by the plaintiff because of injury to business
reputations.'" (ca'se of, magnetic pemcil'case)

nLos~~.f rel'~tat:ion.sustainedby the plaintiff be~ause>Of
certified Dla'ilsent by the def~ndant.iSimrne~SU~~ble and,
when evaluated in terms of money, would amount to not less
than 15,000,000. n (Alhul1l case) (By the way ,the aII10unt of

damages'claimed by the plaintiff was '15,000,000.)

In ad.diti.~Il,tile attc:lrneys' :fee and cclst "fappraisal were

awarded in the case of gloves for horse racers, and intangihl~

loss was·awarded in the stairWaynon":'sl.ip design case and the
packed' bean curd case.'

Cl~im'"f()" .Restoration Measures
t()nSe9\l.~llt up()n Act~ of unfair

of Reputations
Competition:

Cla~I?~_,: fo~. ,r~~t?:r'21ti9~ J}l_~~~ures,;of,.J:"ep~t~:~ion~: con':;;79u;en~~pon

acts of ,unfair. c()J!lI?,!1t;it;ionu"1Jally.h..venoth~ngto.do.witll

whe,t:;I:ter:_tl1e{~c:lip.,; ac:1=-~, ~~:;e, i~tel1,ti<Jfl~l" 0:r: neg.li9,en,'t.

Res-tQFa~~o~;tp~a:;;!-117es,o,~r~pl:lta:ti()l)s -: ~r~.; awal:ded, as, 100,9 ;,a~ an

act of unfair competition was present and th!1 ~ightful p~rson

has not taken any restorati9n measures of reputations of the

oth~r:,_,p~~fY:~"", lri;\:i~pan'~ i~s'~tt~o~ ~f; ~_ remedial adv~rt:i.s'~m~'nt
in the newspapers is' awarded in either case:

".In view. of the ..fact that theqefendant has caused
il11J!leasqrabl~.lossof repqtatiqns of the plaint;H;Eand has

n'?t everi tq~e,n anyaJ?p;op:riCi~E! measurE!s :foJ;',restorat.ion, o f

rel?,Jltationsof.the pl.. intiff ,th,e court; . finds. it. appropriate
to award aremediaJ.a4vertisellu~nt." (Album .case)

"In that defendant K has negligently conducted an act

Competi.tion Law,,:)de~enc1(lpt F .Ls ,e:n17itled 'to a cli;lim".a<J.a~ns,~"e:

defendant K for an order imposing appropriate measures to
resto'r~:-;bti~in~~s-t~ptit~tion~r'o'f':d~f~nd~rit"F.U (Fishtllg
tackle case)
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5. concIusIone ,

As you have seen in the 'above', courts':'of Japan:decides',whether

a'-given ac"t of"a'11eqed-infrinqement comesunder:statement:or;

circ:-ulation of 'falseho'od',:according to 'whfa,th.er ,manufacture,

sale or inc:iclentalad:' of the other party alleged to ,be .an

infri'n'gerwQuld come ;ulider:the :te'bhnical' 'scope:::ofth,e'inte~ests

held by ,the rightful person. Andi'a test is subsequently

appli:ed to determine whether the given warning by the rightful

per:s()riagains'f i'nfringement"thus' found to be::a statement .oz'

ci:r:C:ula.tionoffalsehood, falls under an act of unfair

competition.

A warning, if g~ven direc~l~ t()theothe,-,Par~y,is held .tot; to
con'st:it~;t.~;'~n act of' unfair co~petition'~ 'even when it i's

subsequently found to be a statement or circulation of falsehood.

If 'addressed toc:tistomersof the' other party r a warning' of,..

infringement is 'heldi tobeastatementor circulation of'false~i

hd6d'and' 't'ci ccinstitllte: 'an 'act of ',unfc1'i'r.· competition"because

it could injure btisinessreputationsof ·theotherparty.

~hE!ther .an infringemenl:~spres~nt()rnot:~SfinallYdeterniined'
by the court. Although any warning by the rig~tfUl~e,-,so,n
against customers of the ot'her party w'as based 'on an apprais~i'

of an attorney or patent attorney o:~' on·,'·ilri a~~rdgra:nted"by

the Patent Office ,under Article 71. of the Patent Law, the cquz:t

issued that an act of the qt;h",z: pa:t:t;y 7".a.s ,not fq,!nd. to be the

alleged infringement;. "nd t;hen h",ld.ti"\"t<n",g.l.igenc;e was found

in a warning and damage was also awa.~~,~:9 ,,}),a~,~d .pn,:f,uch".:!--ssue.
Wouldn't it discourage lawful holders of the industrial property

right from Le~,e;~c:is~~§,::;,~:heir';~ig~'t.S:?,:,.~f 't'hat~,,'i'S""::th;e case ,
wouldn't it dest~oy what'the industrial property rights

themselves -are -maintained-'·for:.

In fact, the court decision of the uSa'shrall case." re'fers to

this particular question:

thing or process of produc:tion dE a thing falls

within the qualified scope of application for regist:t:"tion

of a particular industrial prqp",rty right. In fact it is

comparai;,')l.eto,application of law~a,nd regul,atJo.ns to __~ given

sUllj,~c:t: Il1C!-tter, :requiring l1,ighly_.~()pl:li5ti9;a~ed.conse.ruccLon ,
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"Warnings against Infringements as Act 'of;Business

, ~iho,nRepoJ:"t .nc , 5

Reference·Materialsand Identification .of:Cases:

';"Unfaii"Compf!'tition 'p:C~vetition';L1.~'~II', ~di ted by

Osamu Taklira .and Shi.IiMotoki, published by

Shoji HohmuI<enkyuhkai.

(Chalk Paper Case)

Decided by Osaka District cOurt, Sept. 10'1974

Case II Showa46 (Waj'4803: Main action case applying for

donfi'r-m~fidti·'of::no'n-ex"iste-rice c;f'rightof claim 'for
injunction of patent.

In not a few cases, it is very difficult to make a really

correct,reasonable jUdgment.' 'It, will ,be ,;imp()rtant" "

therefore, to :exercise,-extreme care,wl:leX'~, ,Cl:E!pel)d~.nq, O.tl,<t~.e

outcome-'ofhisjudgment,.: the,'-case"could-_wf!l:~'dev_elop,i~_1;9 a

situation-involving ~n'fringement,en.rights (>f-p:thf!J;s.

Depending -onrt.he nature· of·:thecase'in: ,;C:J:uesttion I :hoW'ey~.. ,

the rightful holders of the 'industrial property right cou:ld,

bediscourag~dfrom;exercising,their, J:"ight" unle",sa, t,hqugp,;t,­

fUl'study be made to see;what has made,!:he a:llegep.iIl,fringer

do so andcareful'consideration be given,tq anY,cirl>umst!,npes

warranting it. Otherwise, many fringements will be, lookep.

qv'!'r and left to take/thi!'ir, qwn cou;rse,resulting in destruc­

tion of wha,t the illdus,trial property rights are intended to"

s_e~e.n

"Outline of Unfair Competition Prevention Law:,':' .by

shouen ono , published by Yuhikaku.•

11/1. study on Unfair .,Cornpeti,tipn EJreV.e~ti,?n, :La,l,ol,'.' .,by

Shigeaki Mitsuda, publLshed by Hatsumei Kyokai.

We urgethat,in caaes where, before making a judgmentth.at'an

infringement is -,-present -:prior-to. ·making.:the 1;{a.rning agaillst,:i,t;/,;.

the rightful person has perfOrmed a" certain level .of Care" ,su,ch

as obtaining, an appraisal from:.a'n, attorney or .:pateJlt, ia:t:to;I)ey.,

due cotlside.ra~iC>l1~nlus:t~.f!,> giv~n; :t(),,:t:,h:e,~,:ar~ so eX,~Fcised"by the
court when:qet~~ifli~g_pr_e~_ence,o'f,f,ny:,~ali~i~,us,,'inte,n.t, 'or'

neg:*igeo'ce' i'n ,a.laW~Hi.~, in;olyi'ng' ~"c,la:imfor damage~'as remed;; ,

for an act o~ ~nfaircqmp~~i~ion~
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. Case iSh"wa'5~ (W"..,' 4683: Clail1l forc!limages'

(Case of Magnetic Pencil Case)

De"i.cl.ed by N"goya'bHtH"t Court 6n Aug; 31, 1984

Case # Showa 55 (Wa) 558: c1"irri for damage.i'

(Globes fo~ HorseR""er:;; Case)

Decided by O.i"kaDistH"i:! on 'Oct. 26;1984
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unde:r uF,i.1itY!'lpd~;I,

Case i Showa•.• 5~ ....(Wa) ~57.Q CrOS!;77i'ction .ci's",.on ..

prohibition of infringelll",nj;: !'if utHity mR~~l..
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PIPA PRESENTATION

INTRODUCTION .'

7HE RIGHT TO USE CONFIDENTIAL INFORMATION ON EXPIRATION OF
CONFIDENTIALITi OBLIGATIONS . .

William R. Norris
Do\oi 'cbecc.c.arcco ,

The ,;pa~t .. 20, year.s; gr, sp,enc,ompa,sse;;sa·virttJal, ;ex;plos;ion-, .in "th.e

rate o f technology transfer and Li c e ns i ngc, As 'i!1a,r'kets, f,or

tech.nology globalize and proprietary information becomes a

commocH:ty,i(l"J,tse.lf, so., does. th.is;question,; Wh.ich sleeps at; the

root of; many v.ex Ls tdng con.t rae tual r eLab Lonah.ip s., potentiate',

pr-of'ound-de ve Lopjnen.ts in ;theIa,wbf,;propertyrights, in:

information.

As a starting point in analysis, there is little international

authority for guidance. The Paris Convention states:

i nror-ma.t i cn, tJl.e,_~an_f1;e~,:o«:~:t-Si::,',9~J',iver~r""qpJi$a.tJ,on~~.of'. non: use

and sometimes,the,·.terIl)s;tJJ1de;pwhichusE!is,. p!"rmi.!>ted,{license).

More ';often~J:!anr'Pt, th;ey;al~pprE!~cribe ttjeJerIl), of .the

ag r-eemen t,fiowE!yer,; ;At .Ls common pract icein~uchagree)llE!nts.to

leave .open the question of ,3uppliE!r ',~and,~he r,e.cipient' s,;rights

in tl;lei!'lfor;Il)ation.ypgn,expAratiprt of:t,he. ;secreqyundertaki'lg"

To exam.i ne this. ques ticn , Ih.,Oi,,;.e, arbitrarily taken the

p!"rspeqti ve oftJ:!e informOiti.o'lsupplierandthusimpliciUy.,I

am vaddr-es sLng whether and. ;,tpwl;la,t;exJ;ent ;anin;forIl)at;i·on

r e;qi pieQt!s "r,igh;t to us e, ;:cqnHdential,i nf'or-mat ion on ,·,the

expiration o f confidentiality obligations" might be'q,uaIifI,e¢by

duties still,owedto,thei'lf-prma,tion, supplie",:.,

It.' s da i Ly routinef-gr ma'lygf us t.ooversee tJ:!E!'legotiating,

drafting and performance of "secrecy agreements". The.need fDr

such agreements to prDtect patentable inventions and proprietary

Inrormat i on i;s .taken forgra'lted"S1l9J:! agreE!Il)ents, often

address. .i n .e.Labona.te "deta'iI ,.the metes and bound s .o.f ;Pl1opr ietal1Y
,. :.,' ,,-, ,,-' - " .,' .'.'- ",,' 0>' ,,'.," ,-,_, " .. ,',,- ',' '., •• ". - ..... ',- t', -, .'-'-,' "., ',.- '''-,' .....-,.... "-' ',- ,,' " ,- -.,' '" " '," .. -".. .." •.
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"The countries of the Union are bound to assure to nationals

of such countri~s effective prot~ction against unfair

competition". Article' 'lObis.

The consensus view for GATT discussions of the Intellectual

Property Committee (USA), Keia~~~en (Japan) and :JNICE (Europe),

entitled the Explanation of Fundamental Principles for

Proprietary Information Protection ,builds upon'this premise in

i tS"conclus ion:

"Thus purely acclderitalacqu i sitionofi:nformation is not

uridercon:3ideration here but wrongfullytakingcornmerc'ial

advan t age ofconfidentia'l Lnf'or-mat.Lon is regarded as a fault

whichg1vcesrise to, a ca.useoflegal ao tLorr-ori thepart6f the

owner. Such wrongful behaviorleadinlC'to commercial benef ft

and uflifa.ir cons equences for the owner should be deemed a fault

andari injury'ahd therefore unlawflli. In order to secure

compa tibilitywlthexisting legal sys terns, the legalmechani sm

to deal .iithsuch' an abuse of cOrifidentialfnformationis,

however ,amat ter' for the s Lgnat.or-yrcourrtr-y ,since itwilFbe

clearly different in the cOLIn tries where law is 'basedon"civll

law in the,continentallegaltrac!'iition 'from those baaec-on the

common ~ :taw:~ ','.

"It is not intended in these Furidamen t a.L'Pr-Lnc I pLe s to

prejudice the principle of good faith between parties and any

exIsting principle of avo fdance Of misuse by the owner of ' a

pr i vate r'ight'or 'claim. "1

The,Parls'unlon and GATT statement' conta'inilittle' suggestion,

however, as:',to,how,and in what lega.lmanner :thequest'iohof this

paper may be answered; In t.he following d Lscus'sdon I w'llliook

'at this question under the tenets of US law.

2
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The analysis', pre'supposes, that information" was,,<t:ransferred and

that it wasprotected,by the,'tradit ionaLwri ttencoVenantsof

secrecy: and "npn',ilseHind ,that itqilal ifies' as proprietary
information', The secrecy Undertaking may have -corrst rtut.ed' the

entire agreement, or, it may have been a part of a license

agreement permittin:g use of'theinforma:tionin some part or" alT:

of the world. Fundamen t a Ll.y , the question is: whether the

expi r.a.td.orr.rof as,ecrecy;and'1non uae obligatioh'leavesthe

recipient free of, and-.thus the'origihalsuppller of,that

information without, any further legal recourse under U.S. law?

As will be seen in the' following revi'ew of ease law', 'the

pr-cposit i on so .or-oad Ly stated is to ,b'e answered in the negatlve.

Depending' upon the, relationship between the' inforntationsuppller

and the:Teeipient, there, 'ar,e a variety oT relational 'lnterests'

from which .dutLes., and' thereb'ylimi ts,ari'se 'to curtail complete

freedom, of the Lnf'or-mat Lorr recipientupoh expiration 'of his'

written contractual undertakings. Examples of such

relationships which may bear on this result include those

between employee.lemployer ;lleensor.llicehse'e; pr-ospeo trve

1 icensor/prospecti ve. licensee; ,manufac'tUrer'/sale's

representative;' manufacturer /independen t contractor;

v,endorl:vende,eand principal/agent.

While there are many state and 'federaF'easesthataddress

confidentiality relations through: the "operation 'of law"2', i Fis

surprising that thereissol ittle'case:law specifically

pertaining to legal relations in. transferred informatl'o'na'fteF'

the expiration of secrecy covenants:

A partial explanation may be found in

the unt,iill"tt,htl'e~:,: In.:l,Cl::,!~,!,~t~.. '! '?~Y~!l~i~,'3".~~!'C!:'C ':'!~"",,,', ' .: .: '
unc.e rta Inby under- U; S'; law as, 'to thepow'er of th'e"st'atest'o

pro vide "monopoly, subs tdy". as 'SOmecourts have) termed' property'

3
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rights, accor-dedunror-mat,ionsuppli er-s,

intervalbetw,eent,he Sears3 and comoco-'

In particular, the

cases in 1964 until the

1974 Supreme ,Court, decision in Kewanee Oil Comoany v,. Bicron

Corooration5 was a dark period for ll3galrightsin information.

Another" a.spec t, has been theoftl3n qUl3stionl3ds'tatus of,

proprietary Lnf'ormat Lori as "prOPl3rty".Whilethe affirmative of

this question under-Lays many s cate and .federaL court. decisions,

the i SSUI3:, a,pp;trentlY,st,il.1requir<ls :bri I3fing.

Finally, as mentioned at the outset, it is only within the last

twenty years or so that .gLobaLdza-t.don of mar-ke t s and,

technoJogieshas become a domi nant conscder-a t'ion,intechnology

dl3yelq;pment and ,transfer. Today,nati.onaL boundaries seldom

constLtu.t e adaquate markets,Jpr"the. recovery of, t.echnoLogy .

cos.ts .., ,curr:ent ,GArT de.1iberatipnson minimum standards for the

protec,t:i\,n.9f,cinJellectu,al, prpPl3rty, area ref'Lectionof'this

economic fact.(

", , ...,.'.. .; otI3S:,tl'le E~1.'.stJ;<:,n~lpl;e!'(o)Jf:'jh'~l'.3:3 t r eat I.se. "~iE~riln .. ,..,.... " J,.
on Tradl3SI3Clrl3ts'I,i exp LorLng thl3 soLid and di vers e foundations

for treatingAradl3 s ecre ts as property. Thl3' topic would not

havl3 rl3quirl3d such prominl3nt trl3atml3nt had not thl3 eminl3nt

At thispoin,t :I,l'iHl:.m;tKe,a:s implifyingassumption"in

terminology. Much American.1aw' on this .fop Lc. is found incase

law under thl3;h<:ading: of "Tra,dl3, .Seer-e t.s ".' .Tr·adl3 sl3cre t s, 'in

turn, ar-e simply a major subcatl3g.ory'of,propril3tary 'information.

In most statl3s thl3rl3 is no or vl3ry littll3 diffl3rl3ncl3 in legal

ef'f'ec t s pf,PF.9prigtary information, 'sl3crl3t technical

information." confidl3n1;i;tJ,in£prm,at;ion' or,.tradl3 secr-e t s-, To

afford 1I3galprotection,moststat.l3s. requirl3some 13113m13nt of

novI31ty,vaJue, and confidl3n'1;ialLty. Thus for presen t purposes,

proprietary information and tr-ade: secrl3ts,refl3r to thesam<l

legal right.

4
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Justice. Holmes in );:.10 Dupont v. MaslandP been reluctant to

acknowledge that trade secrets were, property when he, .stated:

",!,he w0.rd 'property' as appl iedto. t.r-ademaj-ks and trade

secrets .is. an unanalyzed expr-es sLcn of.certainsecondary

consequences or .. the pr i mar'y. factth.at the. law makes. some

rudimentary requirements of good, f'a i t h, Wi)ether the

plaintiffs have any valuable. secre t or. not, the de r.endarrt

kno~s the fq.cts, whatever theyq.re, through a spe9ial

90nfide(1cethat he. accep.ted, Ihe Property.• may be den.i.ed,

but the confidence cannot be, therefore. ,ti)e starti.ng point.

for the present matter is not property or due process of

Law., but. that. the. defendant .s.tcod .inponridential r eLa.tLons

w~th.,tl;1e plairtlffs •...• "

In spite of the rJlany decisions exarni l1ing ~i)ether t r-ade-aecr-et.s

are property fpr t he purposes qr t axa t i on .. Lnher-Lt.anc ev-,

bankr-up tcy s vc r Lm i naI proceedings 91' pr-oper-t y sUbjectt9 trespass

andrJllsappropr iationupder ..tor,t laws". the ques tion90nt.inues,t9

ar Lae in Jitigatlo(1.

1.(1.8. recent.~uprerJle court case Ruckelhausv. Monsant07, t ne

Court .heldt1;1a.td,ata supporting a pesticldepr9ductregistrati9n

constituted a trade secretunder.Miss,ouri state la.~and. aa isuoh,

wasprote9tedcunder. t1;1e. Federalconst.itution. by. the 5th

Amendment, w.hi"h requires .compeneat.i on fOr. the taking o,f private

Property.

To refocus. on the central question, I assume ther-e nas. been a

transfer of trade ,secret. (information) from one party to

another. It is assumed the trade secret meets all the legal

criteria to establish the existence of a trade secret under the..
particular state law governing the transfer. I assume further

the transfer is voluntary and that the repipient agreed to keep

the trade secret confidential and not to disclose it to others

5
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01" to use i tfor a finite, per,io~Lof time; LassUme further that

that time pe rLcd has now axpIr-ed ;

The foregoing facts may' be' within' a oon t ex t torian employer!

employee 'r'elationshlp, a prospective licensor/licensee, 01"

per-hap's at' theexpiratian afe'a licensing relat'ionshIp which was

silent on any residual rights as between the 'partIes. As a

variatIoll on 'the latter sI t.uatLon , the 1 icenseagreement may

have stipulated a paid Up,1icense for th~{·territory of the

originalgrantbUt>beell silent on poe tvexp'Ir-atLon l"ightsoutside

the def ihedterr itory;

Fllthese's ituatLone,":it is taken for gran ted that' the s Lmple

expiration 01" evaporation of contractual 'stril'rgs beti;eien the

trade secret supplier and recipient does not result in the trade

secretellterIll'g the pub Licv domaLn-, While the recipient'is

contractuallyTree,subj'ectto' lilll! tatIol1sthat may arI se frolll

the"operation'oTtort.rUle's, to publish the trade secret,

thereby pUtting 'it in the pubLLc damail1'the trade secret does

not enter the public domain without the recipient' taking sOllie

positive action to put it there. This may occur naturally, for

examp Le, as a result of the' recipIel1tf Billg patentapplicatiol1~

on·furthehdevelopmentsin the tradesEicret technoTogy. But

unless the recipient publishes orsoDie other event' uhrelatedto

the r eo Lp Lent ,·s' act i ons occurs to Irnpa ir" the prop'i.,rtyJ:'ig'ht in

thetrade,secret, it· remains a confidentialanct propdetaJ:'Y

trade secret. It is thus property legitimately possessed by both

the trade secret supplier and recipient. The latter's rights

may ,havebeeh determilledby contractCbut the hypothesis here is

that the contract dId not dIspos'eofthisquestion),

Accordingly/it remaill,sto'examine'resic:luairelationsundeJ:'''toFt .'

Wh,m'we beg'irf'tolook for relati6nscreated"by "oper-atIon tor

lawn, most of the"case law has been genera.tedbyevel1ts that are

contemporaneous with the transfer of the trade secret e.g.,

6
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confidential relationships .Lmpli ed in fact or "in ,l,aw (quasi
contract) (confidential relationships and unfair competition),

There "are 'not many cases that addr-e ss post, termination op,

expiration obligations .b e t.we en t,he, patties .

Pain toneY ,'Sol.lr,ns8addresses,post', t.er-mi-na-t Lonvr-Lgh.ts falthollgh

not in exact.Lyythe context of ,my,nypothesis. Here the supplier

of the 'trade secret A Bour-ns I ; hadcsougb t to t er-m ina C<;l.a license

and .: thus ,the licensee I srcight U',aintonJ"to use c er t a Ln t echn i cal

information. For.presenc pur-poaes; i t .is .in t er-e s tLng that the

Cour-tSs holding, which isa.landmark'decisionin the.

clarification and ultimate oyer turn of the Sears and Compco

federal patent , pr.eempt iondoctr ine ,fully,recognized proprietary

r-t gh t s.ii n t nrormat Lon , in .a post termination'setting,.,even though

some patentsohad .. publisned. Ultimately, the ,Court approached

the problem as a matter"of contract"construction'on,a"record

showing considerable controyercsyaboutthe facts and s<;lnt..tne

matter.backotootnedistrict"court for full trial.

The· Pitney ,.Bowes"'case9, addr-essed the "post terminat ion rignts of

a t<;lcnnology.r<;lcipient", PiCney,hadsought a 'declaration t hat, it

might continuemto,manufacture,andosellomachines incorporating

t.he-t.r-ade secret, after expiration. of a hybrid patent and" know­

how license agreement; wi t hout. paying further. royal ties. .The

supplier,pf the trade,secr<;lt meanwhile arguedothatwthe'property

rights in trad<;l secrets reverted,to the supplier.on. expiration

of the agreement. Interestingly, the Courtusid "trade

secrets" and "know how" terminology interchangeably as it found

anY.di"tincti.on ,. tn t he sevt er-ms.. ofli t t Le : moment. The' court

concluded th"'tc.since theagr",ement was. basically a trade secr-e t.:

license, the de t er-m i na tIon-cof tnete,m,was,a.question of". stat e

for.'::.:.:.=.::.=...:
any periodfreely un,dertakenbY t he parties,.citing, ==="'--=
Quick Point. 10

7
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Applyirig"New York case law. the court stated:

"Whereas here , 'a. licensee such as Pi tney~Bowes acquires

trade secrets through a confidential disclosure,' there is

ample New York caSe law supporting the proposition that the

: ITcensee :ma.ynotuseor misappropria.tethatlpformation

after expiration of the 'Hcense without making 'some >form of

compens a t i onot'o the Hcensere.g., Ewenv.Gerofsky, 86

Mise. 2d913, 918, 382 NY supp .2d 651,655 (1976) affirmed

·"72 AD' 2d "976. Compeuaa t Lcnimay ·be compelled under- one of'

two theories, a contractual /obllgationwill be" implied in

fact!'" when the ,evidence shows that 'the parties clearly

'intended:payment t ovt.he extent of useofthe.licensor! s .

. t r-ade secrets; even though. theY'did':not:,setLforth that

.intention in express language; Although this .. theory . may . be

eventually. found to beappHcable, there is a material

factual dispute here concerning"theJparties"mutual

intentions with respect to Pitney~Bowes obligations; ..

A1 ter-na ti.v e Ly , ,an ob L iga t ionma.)' be" impl iedin law". wh.en'·' .

thereJis/no express'obligation"bQt the:cireumstanees:ma.ke'

it'inequitable'for"the licensee·to:profit:from:the

cori t fnu Lrig use of the licensor's tr-ade secl'ets.· Hel'eaga'in

the court is compelled to conclude that;based'uponthe

record"'nOw' befor-er.us ; there are materialfactua.l questions

concerning/whether Pitney~Bowes'will be/unjustly'

enriched;;."11

Although they are not post, termination cases; International·News

Servicev. Associated Press 12 and Duoont v!:Christopher 13

illustrate how far courtsma.ygolri protecting property rights

a
preexisting contractual relationship under the principles of

unfair competition.

8
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InIn ternati.onal New,s" aSuPr'emeCourt,whichino ludedthe

eminent Justices HolmeSand5rand,e1s, sepapat,elydissenting" '

~rotected a property interest in news until its commercial value

as :news had rpaasedvaway , I,nter'national Ne,"I,s and,Assoq,iat,ed

?ress were each engaged in "the bu s I'nes s of co Ll.ect Lngi.and

d i s t r i bu ting news ,tothe1r"",esp,ec,t,i:ye,me!\lber's,. Newspa,pers, in

some 1nstances,,,,,wepeme!\lbeps ;af,:both' Aaaoc.i atLons, 1\,sso01ated

Pr-ess complained that Jnternational News,oopiedd1ewS from

bulletin boards and from early editions,o,f itsm,ember!s papers

and sometimes bodily or, after rewriting, supplied it to its

customer's, inr'emote par'ts of ,the,'Vnited S,tates,whose,

~ublicationdeadlines folJ,owed :tl!ee<>r'ly pr'essin "tie,,,, ':Cop,k. The

court stated;

"The underlying principle is much the same as that which lies

at, t he base or the, equitable .theor-y- ofconsi,deratlon"i:n.the

la,wpt>,tr'\lst;s~thathe:who,has"fa1rly', paLdrt.he vpr'Lce should

ha,vethei:>en.eficialuse oftM>property. Pom.Eq.Jup.§ 981.
It is no answer to say: that complainant spends its ,money .Eor

that which is too fugitive or evanescent to be the subject of

Property:. That might, ,and,for'thepurposes of the discussion

w,eare assuming thati:t"1puldfurni:sh,ananswer, ina common­

law corrt roversy, But; -in, a count of,equ,ity,:,"1herethe question

is one of unfair competit'ipn, iftha.t"1hich:complainanthas

acquired fairly at substantial cost may be sold fairly at

subs, t-an t i;a,lp.:rpf it,>a,compet i J;orwhpis,misappropdatingit

for ,J;hep\lrposeof,disposingof.lt .to h is :O"1nprofit and to,

the .d i aadvantage of compl a i nantvcanno t ,behear,d to,say that it

is t oOii.ugit i,veor:, evanascent ,to," be regarded .as property. It

has a ll "the a t t r i bute ,0fproperJ;y .necess acy for determining

that:'amisappropri,a'tionof,i tby a competitor is unfair

to conscience'.

In the,Chr'is,t9pher case" Dupont .was .succeasrut in enjoining the

d Ls t r-Lbution "of, aerial phot ogr-aphs of one of its plants under

cons t r-uc t i on , Theph9togr'apher's had: argued, that their

9
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appropriation or' ':tradesecrets was' not wrongful, ' as, requ'ired" by

the ruhiinbhe Bestatenient:ofTorts'15 • Th.is reads :

":O'ne 'who :discloses:oruses 'another's trade<secr.et,without

PI" i "ilege due so', is' Hable to ',the other if:

'a; He'discover's' thEV'secretby:improper means, or

o, His d i scLos'ur-e or>useconst itutes 'a breech of

Oonfidencer.eposed on :h'im:by'theot.har irt·:-disclosi.'ng

the';secret tohini.

In taking the"pictures'frompublic air space, ':'theph6tographers

argued thab they had:rtot vi.olatedariygovernmeritalaviati6n

standard, breached any confidential relation, nor engaged in any

fraudulent or illegal conduct.

They ,argued:,thilt:'for>the appr'opr-La tiortoftrade s'ecrets to'be

wr6n'gful, ther'e -must-be a trespass Or'otherillegalCon.ductbr a

breech of confi'den tial relationship. The courtvdisagr-eed', arid

following the lead·'of ,the: Texas Supreme COurt, held:

. :"Toobtain knowledge,:ofa:process',with6ut, spehdingthetTme

and money todiscovel"i:ti:.ndepertdently .Ls, .imprOper; when

the supplier of :the::inform'ationis:taking reasOnable

precaut:ions':.tomahlta:ini ts secr'ecyi"

The earlier Texas'decisi:.onrelied' uporFisHyde: v. Hufffnes:;16

This"case i'nvolved·'post··terminat'ion:rights 'of: the ·technolo'gy

recipientafter.its early termination 'cPa license,fgreenient. A

hybr- idLicense hadbeen,;orig,ina11y 'graritEfd under,:-aperidirig

patent' .appLdca t Lon and :any, patents that might i'sstie'therefrOIll;

subsequentvto. the execution of the agreement,' but ,befOre ,the

was the niodels,'

blueprints, and other knowledge pertaining to the construction

of,the;device'~ After two years the':reci.pient repudiated:-t.he:

licensing agreement artd continued to, manufacture theequipIllerit

using the t r ade secret. A patent was,tssuedduring the'co'lirs'e':'
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of the ,tri'albut theca~e Prpqeeded, onia..trade s ecrie t

m.isappnopn Lat.Len thepry relying on the .r.e s t.a t emen t, of .I'ort s ,
SectiorJ757'; The. cpur.theld,t,hat, ther.eexi.'?tedbetwe!=n. the
s up pLi er' and r ec i pLent; <i.cOrJfid!=ntial relation~hip.a~,a matter

of law:

"In the area of confidential relation~hip~ between
partner~, employer~ and employee~, liqen~or~ and licen~ee~

and the like, the injured party is not required to rely
upon an expre~s agreement to hold the trade secret in
confidence ••• nor should he be deprived of all relief
because the offending person may have originally entered
into the particular relationship unaffected by a then
existing ulterior or improper motive".

It may be noted the court extensively reviewed authorities
pertaining to the issue as to whether the confidential
relationship was abrogated by the issuance of the patent and
held it was not, relying on an off-quoted authority for this
point, Shellmar v. Allen. 17.

Unfortunately, decisional law does not yet fully address
expiration rights of information suppliers and recipients in all
situations. This sleeping question is increasingly in the
public eye, as position papers on GATT standards for
intellectual property receive global attention. Thus as parties
to information agreement~ leave the realm of written contracts,
there i~ a foggy forest of quasi contract, implied in fact

......, ,',.,.' "".",., ," ,. """""+""",•. ,,
contract, confidential relations, agency, and unfair competition
principles which may be relevant. From one perspective, ~uch

non contractual theories offer hope to information suppliers and
from the opposite perspective, rea~on to pause for information

Huffines again illustrates how substantial relational interests
between a supplier and recipient of information may limit post
termination rights of the recipient.

11
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recipients •. GOCldorderand pub L'Le interest r-aquLre -i n future

de c i s LcnaL law a <carefuI·balancirig·of·the Lnc'en tI Ve to invest in

the dev.e Lopmen t <of 'proprietary' information with the efficient

rules for itsdisselllination. TClthose' who dClriotwisnto "piow

this fertile ground for litigation, it would be prudent to

address the topic comprehensively in negotiated written

contracts.

o·
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Apst:ra9 t

Damages for patent infringements may be assessed"
according t(l0ne ,of threediff'e,rent ways : as general
tort damages provided under':Article 709 of the
Japanese Civil. COde,. ora~damages ,specifically
providedunderArticle10Z"par.I..or2 .. of ..ihe Patent
Law.,

An issue discussed here is how the damages should
properly be .asses~e~ if a,p~~en~,~~fringem~nt
relates to part ofa product.• 'in .'addd.t ion , we will
discuss representative precedent cases, as,"
c~assified into the three different groups, and will
also give our: 'comments.

1 Preface

Article 709 of the .Civil Code. stipul"tes age,I!.e:ralrule for

formation and effects of a tort, setting forth that',:ii:' a' <

person is ille,!d".lly injured with re,sp.. st to his right, or

interest by "nother, the infringingp"rty shall be 6bi~gated

to pay to the :i,njured for IqssslJJ5tainedby

If a patent or utility. rnod e L is. infringed, .the:t;,e.fore, the

injured party is entitled under Article 709 of the Civil Code

'th'ma'k'e a':-' 6iaim ::f"or -;darnage's 'susta.ih~d~-~:"

;fn order for theLfnd'uredpartyto,make_-:~i;L;,.vaXid';'cLe Lm for ~.

""""'" ,.~:"!;'!":i":~ ,.~:.~.~"~ , ~.~,L,~..~.:~e.l7.VO.~9 ~0 f the Civil Code f und"men t."l" ,•......."...•......... ,p.c'
requirementJ5 of that Civil Cod.. provision are that the injured

party prove all of (i) existence of an act of the infringing

party, (ii) existence of malicious intent or negligence on the

part of the infringing party, (iii) illegal infringement of

right or interest of the injured party, and (iv) loss

sustained by the injured party.
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Under'a law suit seeking dama,gesfrom pat",n,!: infringement, the

Patent Law specifically' provides, fpr red!l"ced b,!lpd,eIl' of proof

on the injured with respect to (ii) existence of malicious

inte,nt, Or negligenceandU.vL Ipss,susta,ine'h, while (i)

existence' of, an act and (iii) illegal ,infringemen,t of right or

interest remain to be, 'established.

1-n-' ';o'therwords>, with' :respe'ctj';to (ii) :"existen:c~,:~-:oJ mali:ciolls

Ln tient "-()r-n'eg~igenc'e,' pzesumpt Lcn. ,of:negligeI:rc,.e -:i.s provided

under Article, '10'3,ofthe,' "Patent Law, (or Articllil 3,0 of the

Utility Model Law), thus eliminating the necessity of

establishirigit' orithe par,t"of the injured party" uIll,esg to",

infringirig '"party asserts otherwise., In regard"tQ ,( iyJ Loss

sustained by the injured party, the injured party may ,PrQv",

the amount of loss sustained because of (il the act under the

genlilral,provision,ofArticle 709 ,'Qf "the "Civil Code

Undert;he' Ba'tent .Law , however, in order to reduce the:,;.buJ;'4e:~

of 'proof on the injured pa,rty; Article, 102 (or ,Article ,29"of

the Utility Model Law) is provided, allowing the injured party

to prove the amount of damages he has sustained, by way of

establishing the amount oLprofitwhich the infringing party

would have made or an amount equivalent to a license fee which

othe rwd.s e would 'have.been,paidto:;the..:injured party'.

Article 102 Par. 1 of the Patent Law states," If the

infringing party has, profi,tedfrom the infringlilment, the

amount of:! ,the profit so made shall ,be , prlilslimedto be the

amount of loss .aus t a Lnedv " Article 102,lPar. 20f the Law

sets forth, 11 (The insured party},;:). _c,. mayclaim,.,.,as.-, the amount

of his loss sustained, payment of money equivalent to such

amount of money aswOiild nbrinally.: be: paid for practic'ing of

the patented invention."

'On thebasis,bf thelawprovi:sions' under whi.ch: damages may be

'asses:sed,'," 'as 'quot'edabov:E(,". p'atent':infr.in,g,ement cases may be

classi:fied into the following three categories:

'447



2 'A Brief Study on Precedent Cases:

(A) Cases Ruled, Pursuant to General Tort, Provision, ,Set

Forth in Article 709 of the Civil Code:

(B) Cases Ruled, under Article 102 'Par;; 1 of the Patent

Law:

damages

and sold

(Toky~ District

March 30,1977):

an analysis of, precedent cases

typeArepresented'25%,B25%,and

The plaintiff claimed payment of

agains't :the:defendant who manufa.ctured

, Sb'ldering composLtLon Case

Court ,1969 (Wa) 1434, decid,ed

( 1)

There were no precedent'··, cases in which, in

connectLon with assessmen t .of' damages, Whether part

of a pxoduct could;constitute;·an_infringetnent:~-0:.£ - ,8

patent' became an Ls sue,

injured party, is assessed 'pursuant to the gene:.:-"l

provision of Article 709 of theCivil,Code.

D >Cases in: which t'he amounccof profit',the- infringing

'party would have inadeis 'assessed pursuant, ;tq

Article 102 Par. 1 of the Patent Law.

C Cases; in which the amount equivalent ,tothelicens""

fee that would normeL'Ly. be' paid is 'assessed .purauane

to Article 102 par. 2"ofthe'Patent Law.

Incidentally, according to

(* 1), out of about ' aOcases,

C50%.

NOW, a ques t Lofi will->arise 'as to' how .asseaament ,,;of·,t~e;amount

of loss would be affected if an infringed patent involved

relates to ,part' of a product. In ,this report , ,we;wilLdiscuss

typical 'precedent cases ..asclassified into Lthe three groups as

above.
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greased aoLder in which, in violation of Patent

No.5,lp871 ) covering a solderiJ:lg composition, a

ccrnpoaLt Lon (a solci,ering,?pmpofiition in which

M:.N. c:lime_,th:y:+a,J:l,~l:ine ni:!:rate,~as contained in

resin) was sealed in soldering.

. The court " c;lecisipn,ru.],e,d th"t, in that the

The issue raised related to whether, if only

part of a product infringes a patent, whole or

,part of pz.:ofij;eaz.:n.edfrqm sal.e.ofthe product

cqnt."ining ·theinfringed portion should be

presumed to be the amount of loss sustained •

sold,havewas· ,fqund not .to,defendant

.s,ep";,,tely .and indepenc;lently from the solder,

j;ljecomposition,,,,i).:ici).represented the interest

directly infringed a<patent, .the amount of

profit derived from selling the product which

included .the iJ:lfriJ:lfled,part ) greased solder)

was ~r~sum~~ to be the amount of loss
,_sustained.

PI Nokogiriy.oSegane Case (o!"ak"..High Court, 1982.

(Ne) 43, Decided,AlJgu,!"t ,J, 6, 1~~2):

The plaintiffwhq wa!"thedesign right holder

and an exclusive licensee for Nokogiriyo Segane

~ougp.t \,iq.j uIl,c:;:t,ion"9.:f, and paymen ti- of damages

ag"inst., the defendant· who, manufactured and

sold the Nokogiriyo Segane similar to the said

design and sa.ws as completed products •.

JromsaJeqf,ti).e saw si).ould be presumed to be

the amoun t of 105.5 sustained by the plaintiff,

in that because "the d.efendant sold goods per

Evic:ience C>~scomple;ted .pzoduc t , resulting in

'lossofs"leof,produc:ts of the plaintiff, the
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sought

and

wh'ich

by the

with

District

May 22,

for,

manufacture

conveying

mixed~

MeterCfrcuft Case i( Tokyo

1969 (Wa) '8219', 'decided on

(Harikdh" 'Kohsan'j'HirCshi' Yokoyama)

i'n'j'Unction'- of~ -comperraa t Lcri

'ijrOvis'ibUal-c 'pres'er'Vat.ion-' of

'arid i, sale " dfmoriorailigdJ.f bag

deviciiicdf"dpen 'type and 'U~ditch

The coiirt'Jdecision ruled 't'hat for assessing a

'l'icense fee, :'a base"'rate applicable should be

4% in accordance witir"'.'~he: government-owned

patent method, rate of use value at which the

c6verE!tr inventi6n!:'l·,'exp6sure':lTleter) bore to the

ci!rnera:,: as> a;:'ccanplete: 'set should be 40%, and the

license fee should therefore be 1.6% of after­

ta"",holesale price' of the)calllera.

goods with the infringed design

cOnstitute silllplypart of tile goods sold

def"ridimt ",ill havendthil1g to do
'.'assessment of"';I-bs"s b'f:c:the'plaint.iff. II

{il Outline of Case:

:'Ex'posur'e

Court,
1972) :

This casesdl.lghtipaymeritidf damages, alleging

that an 'exposure "meter'C:ir<:l.lft incorporated
-' "

"iritd cameras 'of the deferid.ant infringed a

'paterit'driexposuremeters (Patent No. 501501)

'held by the piafritHf.

(2)' Golf Bag Conveyi'rig" ',Device '(Osaka District

Court'; 1977i"(Wa'l" 56'86, Dee:idedMay 27, 1983):

( 1 )

(B) Cases Ruled Under Article 102 Par. 2 of the Patent

Lci\il::
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be.

.payment of damages against

manufactured and sold

the base rate applicable

rate of use value at which

question (mahjongg piece

bore to the total automatic

in

device)

table set of the defendant should

and that

be 3%, the

invention

;de::cision' hel<l'(:·that it will be in order to

price of the golf bag conveying device

produced by the defendant.

should .be 1.5% of sales price of infringing

products (automatic mahjongg tables) of the

defendant.
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by the defendant (Monorail K"hgy,,:l. i'\gaill.'

~Q this case, the decisi9~: ~uled~ fp$t~·

\t!,'9.:,~_~,':,_~P_, ~Y.:id:~_p.<::e:)of ha-Y~~lg:"pi:lig: a:Il.¥-,'t

license fee on the device in ~u~~tion or

any convent.Lcnaf li.cense fee int.he golf.

bag c()l1veyance device in~ustry, and

thereupon,held'that, after the governme'nt-..- ,----- ....._..•._- .. :

owned patents, the base rate applicable
._----'-

will be 3%, the rate of use value at which

'lp~ invention in question (conveying

device) bore to the total golf bag

ccnveyance si~¥~m'wn'l be .80% , and the

license fee applicable for this particular

"'d.evi~'k: will. ,':tb.er'ef'o're be i~'~f% Of -,sa:'l:e'g"

the

alignment

mahjongg

Autornatic Marjongg"Table Case (Osaka District

Court, 1982 (Wa) 8989):

automat·ic mahjongg tables with a Mahjongg 'piece

~l~g~m~nt device in violation of a patent owned

by the 'plaintiff and publicly announced.

asses s

patents

should

,'The ,plaintiff,sought

the defendant Who



Name:--- of Laws: arid.
P~oyisip~s ~ppli~
cable for Assess­
meht df- Di:nna'ges

ArUcle 709 Of
Civil Code

Ai'L.cle l02P~r.
1· of>patent' Law

Precedent Cases

None applicable

(1) SOld';h~~ <::6m-
positibn;case

Sa is of Assessment
of Damages

Amount of loss was
.presumed to be amount
of profit derived by
infringer from sale
b~ pzroduct s as a COm­
Rl~te set (inclusive
Of infringing part).

~ame as above.

q?vernment-owned
patent method: Rate
of: license fee being
1.6% of after-tax
wholesale price of
complete camera sets
(B".se: f~te. 4%; rate
of'use value 40%)

~

(2) Golf-bag
conveying

-:-.9.ev ice .case

Government-owned
patent method: Rate
:of'license fee being
2.4% Of sales price of
'infringing products

. :(golf~bag conveying
d~",~.c,e), (Base ra te

'3%; "ra-te of use value
~)
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1 Results of Study and Comments:

(ljQut ofpr"c;edent cas.e.s.,seekillgi?aymellj: of damages

under Article 709 of the CivilCode..c:;ases with an

issu~of ,whether, pa:.t::-t of a, product cona tL tu:t;ed" an

~nfr~rrge~~~~ of a patent or not.~ere not ,found.

·Ileasops forth~,a,b9)le .are $e~mill,,!ly.toinclude the

,.Jqllowing.:

(i) Assessmept of loss of sales and/or reduction in

.....ales.price on .j:hel?art of1;he i?J,ai,ntiff

~ocus"sCl,\hisprodl.\"ts• thus pos",ibljt rna1<ip!J

itOl.\t qfp;oplem,whetljer ij: was.whole. or .parj:

of the de f'endarrt ' s,i?pqducts tl1a,t infringed the,

i?atellt,,,

.(iil. 1'lj~plainj:iff hada,lrea,dygran):"d a license to

.. ):hird party •. , 1'l1us.. 10s s , of licens e fee,

~u.. ta,iped,I1Y the,plaip):iff meallt lo.....qt' ..ale..

..u.. tained by that licen..ee. and it may po.... ibly

bethaL, whether, it was whoLe or.. parj: of .the.

defendan,t'.. products tl.1at infringeci tl1ei?a:te;nt

".: ,~Ci,_~:; no.t, ,;~aken: Lnco consLderet Lon ,

(2)., In ,t,lje two cas e"·l,lllder:,,,rticle ..102· Par. 1, of the

Paten.t; . Law (;i .6-. ;~,()+de_:r;;ingc::F(?ml?p.l:>,~:tiqn.: case; and

cNoko.giriyo-,seganec.a:se)., ~c:o~r:ts_-,,:l1~).d .that, ev;en :\olh~n

.the,p.lainti;f{}s .Ln t e cea t related, to, .. par):, of an

;infpi.nging .prqduct. 10ss " of prqfij: £rpm s ale of

products "(a..cqmpl,,te p.roduc ts.) .repz-es ented lo....dl.\e

to infringement.

part of a

the ·injured

be part of

rate ,of u .. e

tha): in j:he ca.. e o,f,infringement of

product the amount; of 10.,,", aus taiped by.

,party s hould Properly ·be pres umed to

,.,profit ,fr,om s ale ,of, .pxoducts.; with the

value of the patented invention taken into
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consideration.

We 'are of th~ 'opi.n.i.on that"~ in"the . event'Of 'pa~tent

iriiring~tn~Ilt-'';'tth respe'6t-,it'opart' of\:i:' pzoduct, assessment of

the allldunt of d.~ages under ArtiCle I02pa.r. Iof'the Patent

Law, if'appl.fecf in-d.l.scr.iminatel'y"':inthe same manne-ras if for

infringement with respect to whole of a product, will end up

wit]} ex:'C'e'ss'>prote2tiod "tif' ,.' th.e 'righf£ul'~::p;ers'on and:'/ -'therefore,

that. the rate at which I'that part of the pxoduct:" contributed

to the complete product should be taken into account.

For determin.l.rtg a more reasonable rate 'of 'contribution. we

wouLd flirther propose t he t, not 'only the rate at which a

partIcular'infringing part'df'a product bears to the whole

product in terms of quantity or price, the rate of

contribution of that particular part in question to the value

of the finished product, e.g. contribution in terms of

Lmpxovemen t .In'''sales::orprof.i.t1:achieved because of it, or in

a±'iuring of customers or":cost savihg~ if'any improving upon

the 'f'inished p.roduc t,' likewise:'- be taken into' consideration.

As"a very 'e':X'treme example', -l'et's:' as's'time"'that ,the price of the

infringing' part is negligible in relatiOn to' that of the

finished product incorporating it> and further that the

product would not have been ,accepted in the market without

that part or LnverrtLon of' that 'part. being p'Lorre e r ,

a Lqn.l fLcan t Ly incr·e'ased·: '-the' value cif theprodudt:':as a whole.

Wouldn I,t i·t be reas'onable tb"8sstime':,'t.t'hat" -the':v:alUe of the

illfringing part as it related to the whole: pzoduc t- represented

100% bf'thep:dce of the prOduct and t hez'e foz-e 'th"tthe profit

from sale of the pzcduc t was "attributable 1'00%' 'to that part?

"

Let's look at the above-mentioned greased solder case from

was . a soLde.r , in"'which "cosf: of ;':fhe compos'! t Lon', being a

patented invention,repre'sented only 3%' of'that of all

materials elTlp1oyed'init. 'It would mean that' the invention in

ques t Lonrcontr Ibuced very signiflc'eintlyc:'t6<Value; "pa:rticularly

sales. of the pzoduct ,

.'



In 'addition,' we note ,the. fact that the soldering composLtion

seal'ed in <the>· ,product-,has.-', not. been-. used:::,'separ.a1:~ly,<f'rom :~Jl;E!,

solder. From the above pain t s of view, we beli,ev:~.~ i:1: ,WCl}ll,d"p~

reasonable to assume that the rate of contribution of this

LnventLon 'to the product was, 100.% and sales profit ,·fromt.he,

product (greased ,solder as' a,whole h ,in j.ts-entirety"

represented the'amount' .of loss'sustained'by the injured party',

'It is,},however~' reported.- 'that"courts B're m,a,k±ng

With respect

Law,· there

license fee.'

to damages under <Article 102

is no establiShed method of

Par. 2 of the Patent

assessment of the

the following approaches:

(1) 'rake into account license fees under any existing license

agreements, under, theparti.cular patent Lnvol.ved.,

("2) Take into account license fees generally 'in effect

in the rnarket , (covering simi'l':ar; ':.art's·,.:

(3) Follow assessment criteria applicable under the

government-owned patents.

In assessing the amount of loss underA:rticle ,102' Par; 20f

the Patent Law for infringement 'of :a patent by:part'of" la

product, all of the precedent cases 'Cited 'above '(expoSUre Case

ca.rcuf. t case" golf-ba'S corrveyLnq ·'de:vice case arid automatic

mahj.ongg "table case) .employed ,the; government.,owned' patent

nie,thod.{see 'Not e ) , t:aking.into CBCCQUIl:-t-,t'he rate of <use value

(at ; which ,the patented portion bore to, the product

incorporating it) to determine, alicense:fee:applicable.

When part of a product' infringed a,patent, ,the, precedent cases

adopted the government-owned 'patent ,method ,in determining the
..."" ..,,,, 'amoun

the lI r a t e of use value," with which the court could easily

adjust the rate of license fee applicable. In determining the

rate of license fee applicable, therefore, this government­

owned patentmethCld is expected tocontinlJe to be adopted in
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many' caaes, 'as, t he. method for assessing ,the. amount
. J-

under the Article",ZPar; 2, where particular part·,of

infr,inges a- pat'ent':~

of loss

a prod.uct

Under" the abovemethbd as,applied under the Article 102 Par.

2,'" -the. irate}, ':of license: ~·fe'e';;applicable issubj,e,ct,,:ta a max irnum

of. 6%' :(subj ect fur.ther to not more than, 150% loading· or'

discount). When the rate of use value is further taken into

account; the government-.owned·pa,tent method. if appli!'d as: it

is:" could.'well-:end up. with",',a very~ low.orate of licen,se fee:,:,

making it ,unreasonab'ly luw ,asa ,r:emedy for the inj ur.ed

rightful person.

When" :seeking ·.·payment.' 'of damages, because of ,a patent

infringement., it would be better for, the 'injured rightful

person to base his claim on either Article 709 of the Civil

Code:or Article.• 102. Par. 10Lthe Patent Law, despite of

difficulty ·of the burdenwf,proof" imposed<on ,him.,

'4,' Conc.Lu s Lon.r

As discussed in the above, in claiming payment of damages in

tlle . event, wherepar,t.1cula,r part of, a product infr.inges·a

pate"t,:' ,·..it,must . be, ".ftil'ly unde.rstood ,that, despite the

so.ldering c.qmposi.t:i:.on,.c:a.s;e ,.:d~c.ided,.favorabl.y::for, the ,±'nj:ured

party.. the :r;ate of,.contrib.tit~on.orctherate 'of use .veLue under.

the;g~ver-nment...;owned,:-patent;"inet-ho~d~,.--as the case; 'may b~, could

well'betaken into, considera,t.ion; I" ·.tha t the muLt iplicity:of

claims was ,'-:imprdvedi with- .unLty af-'invention being' expanded,

under . the.r.evised·Patent.Law, as..,put.in effect in' 1988,.it

will be advisable for the injured rightful person to study the

pos,s;Lbili.ties - .of making; 'a.'::claim .mor-e 'advantageously for -t'he

p:r;oduct ,as"a 'whole, ',·that .Lncozpore.t.es that·part·infringing .the

Refer~nces,:,

IIHatsumei,1I
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January 1989.

~2, "Prec,ed,ent caees 01;·· ~,a·tent I~,f~:i.:-ngefl}e:=,p1:~, II p;aQe ,741

onwards. (Construction of technical scope of soldering
comp~~it.i.~~'~:·~~·';2~he arnou~:t-:'o'{ loss inth~"case whei"~'-"p~'i't

of a'produet·i.n'fringedapafehf)
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Note: Government-Owned Patent Method

The 't'erm "Governmenf~:owned Patent Method"" re:fers' 'to the

method of license fee assessment spe:c"ified' 'in license

agreements made under gove:r:I"!me_nt-owr:a.~c;1 IJate:nts. Under this

method, first, a base amount is selected, then a license fee

License fee rate = Base rate X Rate of use value X .

The base rate is classified into three, co~sis~~ll~ of..4% for

rate is appli€d to it to obtain the amount of license fee.

The license fee rate is determined as follows:

"third

Developmentx

.._--

factor

-- r

decrement factor.

Increment/decrement

the
r-

grade. II

The rate of use value represents the proportion of relative

values at which a given invention or device bears to a

product incorporating it. If an invention represents a

product in its entirety, then the rate of use value is 100%.

If a method or formula applied is made part of a product but

the product in its entirety is creative and found worth a

patent as device or product, then the rate of use value is

100%.

If the rate of use value for either an improvement .~nvention

or invention of part could reasonably be based on the price

of the product incorporating it, then the rate of use value

the invention bears to the price of the product incorporating

it.
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The· base rate to which any qualified increment/decrement

factor applies is 100%. It is sUbject to an increment or

of not more than 50%, if it costs a substantial amount of

warrant it.

The base rate to which any qualified development decrement

is

further

set

is

the ~cirking price

,It' is','subj'ect to a decrement factor

-.;

for 'i>,],bl£c interest.

and put in us~ to a #airlr hig~ extent
-. ~!' '.-,

for industrialization researches or diffusion or

necessary
",':; '1;:".~'

particularly high or low, any'invention already reduced to

practice

money

factor applies is 100%.

licensed to others, or certain other particular circumstances

decrement factor of not more than 50%, if it is particularly

advertisement.
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PIPA COMMITT,E,E, No.4

CONFLIC:Tmf]:Tc:pll.0CEDIJRES, AND, 'l'HE GA,!,T

Vincent L." Fabiano(l)

I. Introduction

In April 19R7tpe EuropeanEconomicc:ommunity (EEc:)

initiateda>dispute settlement proceeding against, the

Un'ited' States under GATT Article, XXIII, to decide,whether

Sect'ion '331' ofCtihe' Uhi,ted Sta+Jes 'Tariffi<Adf'of 19:30, as

amended, was in conflict with GATT provisions.-,The GATT

Council, in January 1988, appointed a three-member dispute

resolution panel (including, a former jUdge of"the Eurbpean

Cour t.vo'f Justice and aNew York Unlversftylaw;-School

prbfessor. The GATT panel 'repbrt,presentedto the GAT'!'

contracting parties in DeceIllberT988,'c:oncluded that the

following aspects of Section 337 actions were inconsistent

(1) ,
.Patent Atforney,' 'W. R.Grace ;&cb .-Cbnri., CblUinbia,

was pr-epazed for

Association (PIPA) for presentation at the Congress
in Tucson, Arizona in October 1989. The views express~d

herein are those of the author and do notneces~arily

represent the views of W. R. Grace & Co.~Conn"orPIPA.
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with the GATT Article' Ill' 'fna i i bna 1. ,treatment requirement"

and could not be justified under the "necessary to secure

compliance" exceptions i.Il'GATT'ArticfeXX (dr:

(i) Respondentscanhot z adse counterclaims;

(ii) The tight and fixed time limits;

(iii)"Complainants 'can' challenge' imported

products by a Section', 331 action .oz: 'federal

distrid.t court'a.ction but; ,no<similarforum choice

'is· a.:vailabletocha11enge "u.s", origin, pzoductis.r.

a.hd

Ciy+the>possibility,ti"lat imported ,products ca,nbe

, Gha,llenged;i.n ..the ITCandin f"lilc:leraldistrict

court whereas no, .dual exposuze Possibility, e""i.sts,

, for u.s. originproduqts.

II. Background

Section 337 of theUni.ted.States Tariff Act of 1930"; .-., .;.' ,- ," -.--." .. -', .. ',_.,' -. ',.- ,- " ..•.. ,-.- .,,' ; .. ,. ,',.' '," " -'--,' .,',,' ., ..' .•.., ,

(2), '
19 U. S. . §1337
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The

The General Agreement on Tariffs and Trade (GATT) is

463

investigations are .condj.lcted,in, a manne.rsimi.lap,to court

proceedings. ,A:Lll~ga.l,and -e~~itabllcl~fe.n",es\~a t would

be relevant to patent illf.ringement, a9t;ions,in ,feqeral

district cour.tcan .be ass.erted 'I:>Y ,responqents :!,nITC

investigations • The '. ITC,hasall,tllO:r:i.t~l.,toawa.:r:dtemporary

or permanent cease and desist orders and specific or

general exclusion orders. 'Final ITC decisions can be

unfair acts include importation of ,ap,tiplest,hat, ,infringe

United States patents. International Trade Commission

patentlitigation.d,e<:;isionscare,appealEld.

reversed by the President of the United States and can be

(ITC) toinvestigat.e ,<:;qup,:t.aint:;;ofj.lnfaj,r }ue,tl18dsOf

competition and unfair acts in importatAollof,ar,t,;L9les .i.rrt.o,

the United States. Such unfair methods of competition and

goods and has been in place since

appealed to the United States Court of Appeals for the

FederaLCircuit,xtne court,·tO whi ch f",<i",ra:L d;i.!it;rict court

the basic international agreement concerning trading in

contracting parties. Articles III and XX are the two

United States is a charter GATT contracting party arid many

of the United States' major trading partners, including
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articles 'of GATT most relevant to patents'and, 'other
. . .

intellectual property.

Article III:4 states:

The'produc:ts of thetetiit6ry·ofany
c~ntractin~ party imported int~ the
ter:dtoryof any other contracting party
shall be ac,:orded treatment ~o less
favorable than that 'accorded to like
products.of national origin in respect of
all laws, regulations, ·andrequirements
"ffecting their i~ternal sale, offering for
sah' ipurchase, ... transportation, distribution
or use.

This pr~vision is supplemented by an interpretive note

which reads:

[Alny law, regulation or requirement
which applies tb'an imported product ;and to
the like do~estic product and is ••
enforced in the·Ccase of·'the imported product
at the time or point of importation, is
• • • subject to the provisions of Article
III.

Article III:4 often is referred to as the "national

treatment requirement" and generally is.interpreted to mean

that imported products are to be treated no less favorably

under the laws and procedures of a country than similar

products of domestic
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Arti:clei'XX (d). ofGAT.T.i s;tates;:

Subject to the requi:rement that s;uch
mea.suzes are,mot appLi.e.d-.Ln a manner whi:ch
would cons;ti:tute a means; of arbi:trary or
unj u,tti:f i:able dis;cri:minationbetwe.en
countri:es; where the S;ame condi:ti:ons; prevai:l,
or a.dis;guis;edres;tricti:on on inter;national
trade, nothi:ng in this; Agreement s;hall be
cons;t,rued,to .preyent ther adoption or,
enforcement by any contracting party of

imeasur.es;:. ...'i. Idlnecessary to secure
compli:ance with laws or regulati:ons which
a re.noti:ncons Ls tent.wi:th,the,prov,j;,sions ,.0. f
thi:s Agreement, i:ncludi:ng those relati:ng to

.' "i. • th"'. ':protecti:on qfpat,ents; •.trademarks
and copyri:ghts • • •• "

Arti:cle XX thus provLde s an excepti:on to tl1E!,:Arti:cile J:Il:

"nati:onal treatment requi:rement" for nati:onal laws whi:ch

are necessary to protect.ii:ntell'ec.tual pz'opert.y,

GATT',Arti:cles;I]',]' and,:XX, were ,cons.Ldezed :.in a 19.83

GATT paneld",ci:si:onresulti:ng"frqm a cOmplai:nt agai:nst the

united States brought byCal.lada regardi:ng, .cer.t.aLn

automoti::ve :"Spri:ng,Al';s;embli:es, ~':( 3) The" Spri:ng; Ass;embli:es"

paneliconcluded,that appli:cati:on:of Secti:on33?,was not

i:nconsistent wi:th U,S, obli:gati:ons·under:.theGATT.'because

Arti:cleXX(d) appli:edi:n theci:rcums;tances of that caSe and

never reached the ds sue oLwhether "nat.LcnaL. treatment" 'was
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were,particular intellebtual"property'

the patented process ou t s Ldeitihe uriH:ed States by,,'AkzQ',,'or

DUPorib" s"'process patent"wastnoc invalid, and" infr,inged and,

which,:DllPontJ'had a',United'States'patenb The ITCheld, that

III. The Recent 'GATT Panel:DeciSion

futu.re decisfonS:;"

panel decision: with only the United ,States and 'Australia

however/strong"objections :irithe"GATT:Council to, this

jurisdiction over respondents under U.S. law and the number

of partfes'that'might have to :be pursued to, protect the

Article XX(d) applicable because. cff potentdlaL:problemswith

not serve as precedent with respect to Section 337 in

order prohibiting importation of aramid fibers madell"i.l1g,

auppozt.Lnq it; ,Japan,"the EEC, and -many other"countries

opposed it.: The 'panel's report, was adopted by

the contracting ,parties only on the condit'ion that it would

'The EEC!sLsection 3'37 complafnt toTthe'GATTCouribil

was prompted by'Akzo'N.V.C(Akzo)as'a result ofAkzo haVing

to defend aSection337investig'ation initiatedbY'E.L

du P6rtt'deNemours and Company (DuPont) <:aJ.1egirig that Akzo

was importfnginto and selling, in 'the United ,States certain

axamd.d. fibers"producedrrin" the Netherlands by a process' for

466
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any relatedbusinessentities" The ..President ,did not

disapproveof'theITC.' s "decision and-the'·ideci.sion and

exclusion order .were affirmed· by the Court of: J',ppealsfor

the 'Federal Circuit (4). A federal :Ciistrict court patent:

infringement suit filed by AkzoagainstDuPont ..for

infringement of: ariAkzo patent cl"iriling,a process:for

makingaramidfibers .also was pending,while. the ITC .

investigation was.ongoing ,In this lawsuit, . the. district

court sUbsequently .heLd , and the Court of Appeals : for the'

Federal Circuit affirmed; .(5) . that Akzo's patent· claims,;were

invalid·asobvious:overprior.art,

While the GATT parielwasiri the pxoce s s.cof making its

decision DuPont and Akzo reached :asettlement.:agreement::

which included a license to Akzo to import limited

quantities of aramid fibers iritothe BAited:States. _As a

result 0 f this: settlement:.agreementthe EEC withdrew its

request that the:GATT panel make specific findings

regardingthearamid fiber case but maintained its request

(4)
Akzo N.V. v. USITC, 808 F.2d 1471 (Fed. Cir. -1986).
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that thepanEll.findSection 337 in conflict with the

GATT provisions. Therefore, the GATT panel continued its

consideration of the matter and received written

submissions and oral argument'from the United States· and

the EEC. 'Japan supported<theEEC's position by filing a

written submission stating that Section 337 went beyond

what was .'~neceissary" because the time limits "were <t.ooshort:

and f avor ed. the complainant, the respondent received no

compensation, i ftemporaryexclus ion orders.laterproved

unfounded., and general'exclusion orders were broader than

justified thus rendering Section 337 an ArticleXX{d)

impermissible ."disguised restriction" on international trade.

Subinissi6nssupporting the EEC's·position also were filed

by South., Korea, ,Canada', "', and >Switzerland.

In its decision (15) ,.the GATT panel first addressed

whether Section 337 proceedingsmet·the "no less favorable

treatment.'."standard 6f Article. ,III : 4. In the panel's

opinion, ~·.treatment no, less favorable" required,.as,a

minimum permissible standard, "effective equality of

was no ruling
regarding whether Section 337 in its present forroTs
consistent with the GATT.

(6 )
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opportunities forimport",d p:roductsin r,espect of

the application of laws, regulations, ~nd reguirements

affecting the internal. s.ale, offering. for sCil,,;, puzchaae ,

transportation, ,distribution, or use of .products."

Contracting parties werefr",,,, to apply different formal

legal reguire!Jlentsto imported products if so doing w0t\ld

accord. imported products, equaL or more.favor.abletreatment.

Also ,thep~nelstatedthat.,the merefa.ct.th~tCi!?- il)1ported

pro¢!uctw,,,,re subj ectto.diffe:rent leg~lprovisiop$.didno.t

conclusively establish.thatsuch pr9visio,ns were

inconsistent with Article II.I: 4. Dif.ferent .l",g:al

provisions .for,importedprodu"ts would be inconsistent with

GA'l'T only if le"s favo:rabletreat!Jl",ntre"ulted.

The panel f()undthatSection337 was Lncons Lscerrc \¥~th

GATT Article III:.4l:lecat\sei!JlPorted.pr()ductsaJ,lege¢! to

infring", Unit",d State" patents receive¢!t:r",atment less

favorable tpan that Cicc()rded domestic.pr()¢!Ucts asa result

of six specified factors. The panel then consider",¢!

whether the six identified Article III:4 Section 337

inconsistencies could be. justified under Article XX(d). In

the panel's opinion, !to,justifY!Jle~."uresotherwise

the measuresare~'Il",cess~ryto seC1J,re ccmpLi.ance " w.:i. thlaws

or regulations. which aze. no t . inconsistent with the c;AT'l';
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and (ii) that theineasures inust net be applied in a manner

whichwou1.d.Cort"titute arbitrary or unjustifiable

discl'itnirtatfonor adisguisedrestriCtiononiriternational

trade. rtwas clear to the panel that a contracting party

could not justify ameastlre inconsistent with'another GATT

provis.i.onas"necessary"in terinsof ArtiCleXX(d) if an

altefn'at.i.vemeasure which it could reasonably be expected

teemp1.oy arid which. was not inconsistent with other GATT

provisions were available to it. Further, wherellleasures·

consistent with other GATT provisions were not reasonably

available a Contracting party was required to use the

measurewl1iCI1 eritailed the least degree of inConsistency

with other GATTproVJ.sJ.oris.1l.dditionaHy,after rejecting

the United States' view that the determination of

"neCessary;' should be based uponseCHor1337 taken as a

whole, the panel held that eaCh of the inconsistencies with

the GATT had to be analyzed separately and justified as

"necesaary" for Section 337 to be within the Article XX(d)

exception,

ApplyingitsArHCleXX(d) interpretation, the panel

found in iemexclusion'orders, one of the six Section33?

"necessarytoseCiire comp'Li.ance " uriderArticle XX(d) 0' The

find.i.hgthatsubhorderswere necessa.ry'wasbased)upOn
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recognition that taking actionaga,ino;;t, infringillg:products

at their source, that.i$,.tbepoint of .tbeir. production,

generally wo~id.be more difficult, foi i.mpo:rted products and

that in personam actionsagg.inst importers often would not

be practicable. Nevertbeless thepg.nel):eoft::. compelled to

suggest that the United States could bring the general

exclusion order provision of Section 337 intoc;QJ;lIpli,ance

with Article 111:4 by making such orders applicable to

enforcement.of exclusion' orders by the United States.

Customs'Service ""as' the second. Article 1I1:4.inc;oncistengy

products.producedin the United. States ... Automg.tic

that t.he.r paneL held was necessary \InderArtic;leXX(d)..

Such enfOrcement')was necesaary because the. se:rioU5

penaltieo;;.tha.t w.ould .be.. imposed upon a domest.Lc •. infringer

who)failed.to compLy with aninjl.mctionprol1ipiting

infring.ement:would be d.i.f f.Lcu l, t orimpossiplEl.to use

against: a foreign infringer 0

". [COnsequently ,the. paneL. ruled the. :GOllowingSection

337. procedures ..inconsistent with.GATT Arti.c;le.·. '1Jk;4 and not

within the exception provided for. by. Artic;le XX (d):

;

(ii) the tight and inflexible time
constraints;
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(iii)

. (iv)

-12-

two forums ;. theITCandthe federal
district courts, are available to
challenge imported 'productS but U.S.
origin pr9ductscanbe challenged only
in federal district court; and

lJ.nlikeU;S. origiriprodlJ.cts ,import~d
products can be challenged, either .....
concurreritlyor sequentiall'y, in the
ITC and. federal district courts.

IV. The United States Reply

Thus far the United States ;·mostrecehtly·'in·July,ihas

rejectedadoption.of the GATT panel report. Under,theGATT

proviSioris' such> reports'can·be',adopted' only upon .. unanimous

agreement ofiall contracting. parties and'the reports are

not bindin'g·llritir·adopted. In July, ·however,·,.the Uni.ted

Stat:'eS; ·Statedithat it was's till'.' studyLnq. the GATT panel.' S·

ruling blithoped to make 'a" decision regarding adoption of

the paned" s report by'autumn 1989; It is hot" certain

whether the United States will announce itsi.decision "

regarding adoption of the panel report at the next GATT

Couricilmeeting'5cheduled for O.ctober\ll, L989.· Adoption

of the panel's 'report would require' ithe<UnitedStates.:to

correct ·thelhcollsistencies·withina·reasonable timeior

face the possibility of GATT-santioned retaliatory action,

parties against U.S. origin products.
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".

bring ..Sec.tion. 337:. into·.GATT ..compliance ..Section 337 could

be amended. to' allow.. non"';U.·S.owners: of United States

. If, howeveritohe United States chooses to unilaterally

modify·Section337,thefollowingchangesto Section '337

to

Given, the strong ,supportoutsid.eti),e U!1ited Staj:es for

acceptance o f : theGATT,panel report, Ipredic.tothato the

UnitedSta·tes eventually will agree to itsadoptionby;the

GATT Council. I suspect, ·however ,.that ti),e.United,State"

will condition its .: acceptance of to.he panel reporto on

agreemento by,the·GATTCouncil.too ·include intohe

mul,tilatoeral tradenegotoiation".on,.intell.ectoua:l property

d.i.scuesd.ons. regardiIlg:Sectoion .337,..1ike procedure".wi),ic::h

could be adopted by.: each; of. the·. ccrrcxac t.Lnq.. parties. This.

seems.. to be. the•. ;pos i.ttLon favored..by. the, current·,U .S.

admi.n i.s t.rat.Lon. anddikely .would: be a.cceptab1e t.o.iacme of

Sect'ion337" s .. CEi,t&cs.who are' themselves..' creating· bozder.

enforcement;mechanisms to protect·,·. inte1,le.c.tual pz.oper ty,

The procedures. which might be adopted,aredifficu1.t .to.

predicb bUj:.: probably .woud.d continue to: tre.atimPorted

produc,tssomewhat. dif.ferently'from. domestic products ,

Thus, such procedures',.wouldbeinconsistent· w&.th;·GAT.T

Article III:4 but could be agreed to by all to fall within

Article XX(d) except.Lons.,
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patents 'to bririg'cOliriterclaims for'infringement·of.these

patents by 'importation into or nianufaeture,sale,orcus,e'.in

theUriited States of infringing 'articles. Theremedies

available, 'however;· could remainthescune, that 'is the lTC',

could award cease and'.desistorders.or' generalcexclusiori

orders leaviIi.gfor the districtcourtselaims'and

courrcercLaLms for lega'l,damages; ',The section :337 time·

limits could ,be relaxed fora specific period of tinie or

theITC cou.Ld. be: given: discretion "to' rel",x the, ,time: periods

on a case~by"'case basis. 'Any", such ad.j us tmenti.. of current

time limits, however; .,' should consiCler,that.altholigh

district'court'actions on,averagetakeclonger, additional,

issues"sliCh'as damages' are LnvoLved., A!lso; the Omnibus

Trade'· and ConipetitivenessAct of 19,aa,c.ended 'the ','need, to

prove that the domestic industry was."eff iciently, .and

economicaIIY'operated",! "ther'eby. eliminating .one of the moz.e

time consumd.nqiandrexperia.i.ve lTC' Lssue.s.,;

The forum selection option currentlY'availableto.lTC

complainants could be balanced by also allowing non-U.S.

l:1olders', ofU .'S; patentswl:1o are.sell'ing· products, d.n the

United States to: use. Section 337,actionsto obtain cease

orders t<f remedymanufacture:""use:;(,sale I' or, importation of

infringing articles' in the United. 'States; Similar'to.the
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Section 337 amendments which 'would 'be necessary to allow'

patent infringement counterclaims by non-U.S; holders of.

U.S. patents, allowing such actions would require amending

Section ':3:37to':expand ITC,jurisdiction to include

activities within the United States. Since domestic ITC

complainants must seek' a district court ord'erfor award or

damages for past infringement, non~U.S. holders of, U.S.

patents Could' still,be required to file' distric'tcourt

actions:to'obtaindamageswithoutviolating the GATT

"national treatmen,t" requirement.'

Thepossibility"that producers or importers, of :foreign

origin productsmayface,proceedingsiil.:theITC,and ,federal

district court, can be' ameliorated by requiring thatITC

investigations besJlspended:if'a,federal district court'

suit .Ls filed; The:sJlspensiori, could be made 'effective,

after the ITChas determined: whether to 'grant,a.temporary

exclusion order or the'federal district court could· be

given power· to grant temporary' exclusion orders: in such

cases'. Irieither situati'bn,exclusion orders should be

made available only if the complainant ,posts abondpayabl'e

to respondent and in an amount sufficient to cover

provesunwarrarited'. 'Upon"districtcour.t:jUdgment· and "any,

appea'l'sthe 'I,TC ,actioncould'be 'resumed 'but·the cour-t,
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determination of patent infringement and.patent validitY

would be'. binding.

There .,. are other possible responses to the.. GATT paneLt s

report that I believe are not likely to be adopted. One

such response is; to shift Section 337 actions,. either

initial'ly or by. removaL at the respondent' soptio.n, from

the ITCtofederal district courts. '. Significa.nt chanqes

required in the current· federal court· powers would include

granting in rem jurisdiction. to enable awards. of. tempOral::Y

and permanent exclusion orders and creation of .a mechanism

whereby' thec.ust.oms .. service would enforce such orders. A

further problem ·is thatth.e U.B •.constitution, as

interpreted by.!the Supreme. Court;, precludes. district ccures

from' issuing advisory opinions regarding. whether a

particu'lar.product is.' covered, by a.n existing exclusion

order. as, are currently.issued qy the,ITC. This limitation

could, be .ovexcome byallowi.ng the.ITC .t.o .con.tinue to Lssue

such adviso:t"Yopinio.ns quttheITC. wquld ...be doing so based

on the 'facts· as stated in distric.t court. records rather

than.itsown evalu.ationofthe facts.

i.ntellectua·l.pl::opertycour.tto .decide' pat.ent disput.es

relating ·toa'omesticand .imported. products. ~hiscourt
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could'have all the ,remedial 'powers ,of federal district

courts and'the ,ITC~' There seems, however I little support

in the United ,States for creation' oLsuchaccourt. Long"

standing, legal-tradition in the 'United;,States, provides that

defendants;,inJcivih actions' have' a,;righttoa trial'in a;

location' convenient to them and,' if;'it is to be a 'jury

trial, by,; a jury selected, from local citizens. Thus,' a

specialized -;intE!llectuaL;property court, which probably

would have one central-,docation, likely would be'less

convenientfor;defendantsi and;juries selected for this

court 'most ; lil<:ely would be drawn; from a "community .Ln which,

the; defendant had 'little or no presence. Further, I

suapec t.: that many ,dmporterswould' not want' general

exclusion order decisions .t.o be subject to the

uncertainties and likely delays associated with jury'

trials.

Lastly, the GATT'panel report could be ,dealt with by

simply;repeiiling Section 337; Given tihevamoiint; of effort

involved in recent legislative actions to strengthen

Section 337andcontinuingconcerninithe United'states

regarding substantial trade deficits itis'most', unlikely

R.ock~feller,'currentlyis considering' introducing
~-----------.---

legisli3.tion;' that;further,would',strengthen'Section 337'
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actions 'if" the infringing. imported . productS :were coming

from>countries "which,because of unreasonable delays in

granting or: enforcing patents. or .unnecessarily·';narrow·;

interpretations of patent claims by, the nluthorities:which

determine. patent.:validity and:..infringement·, effectively

deny adequate> and effective protection· for::the:intel:lec·tual

property:of the United Statesnationals;!\ Jap~nis:the

only country specifically mention~din:the:proposed.-­legislation:as falling .within:;:this·definition·.:.:·: This
'"f ". -------...

legislation ~y:never be.introduced)and\1I believethere:is

little support for or likelihood that such legislation

would be enacted, but it suggests that attempts to relax or

eliminate. Section:: 337 actions .would be vigorously opposed:.•

v. Conclusion.

The United States has been and remains a strong
'------------ ..- - .-_._--_.

supporter of the GATT.. Thus,· I believe theUnit~dStates

eve!1tuallywillusoupport adopt.Lon i.o frt.he recent GATT.pan~l

report. ; ..The.UnitedStat~ssupport for adoption of the

report, however, :likelywill be .Ln the' context of

multilateral: !1egotiations: to cr:eate:vigorous:border'

adopt to protect domes tic and: foreign ~ntellectual:'property

owners. : In Niew' of:veryrecerttlegislation.:to). strengthen.:
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inte llectuaLproperty. protect;i.on intbe United~t"t,e;> and

continuing concern: over: historicallyl:arge trade deficits,

it is most unlikely that the United States unilaterally

multilateral negotiations, final resolution of this matter

will take steps that significantly weaken the protection

for intellectual property curr,,,htJypi6ViCtE!'Cl.CbYSection

337. Because any m"a.suie~su:ffic~enttq¢iimin<it"the

Section 337 GATT inconsistenpies Cited in#l1.~p~i\",l: report

will require new legislation and also may entail

..~-

is expected:to ieqllireseveral years.
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Tariff Act 'and Current'Problems

Japanese Group, Committee No. 3

Ichirp,'ENOM()TQ: Fuj it"IJ' ~td.
Kazumi' KOMURA : Nippon Denso CO'" Ltd.
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Abstract

Requirements for filing complaints befpre
US International Trade CommLaaLon. .(ITe) were
mitigated by the amendments to Sectipn 337 pf
1930 US Tariff Act in August, 1988. The
amendments mainly consisted of lifting the
burden of proof of damages from US companies
and shortening the time befpre adjudicatipn by
ITC. Thus, complainants can file complaints
more easily than before while resppndentsare
forced to defend themselves with much more
difficulties. A GATT (General Agreement pn
Tariffs and Trade) panel cpncluded last January
that the Sectipn 337 procedure pf ITC were
inconsistent with GATT Article III-4. SP long
as Section 337 of US Tariff Act remains in
eXistence, a system tp fully address the
prpvision must be built. We shpuld carefully
watch the United States as to hpw it receives,
responds and reacts against the conclusion of
GATT Panel.

[11 Introduction

Countermeasure regarding Section 337 of US Tariff

Act and ITC are the most critical challenge for Japanese

companies. We studied the amendments to Section 337 of

said Act made in August last year by comparing the

here their relatipn with the GATT panel, the current

situation of bringing proceedings before ITC after the

am~ndments, problems under the amended Section 337 and

before ITC, and cpuntermeasures by Japanese companies.
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[2] Companies of Section. 337 Before and After Amendm.<:.nts

Most significant changes brought .abou.tbyth<:

amendments to Section 337 ar"Jl l)litJgatiopof thep.r.oof

requirements on the part of complainants, arid2)c:hange~ in

ITC prpcedures concerning temporary relief. ·Major.changes

are listed below.
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New Section 337

Q)When a petition is filed
for a temporary relief
order, ITC makes a
determination by no later
than 90 days after the
date of publication
of lTC's notice of
investigation
(S337 (3) (2) , (3»
(Not later than 150 days

(1)Inj ury reqllirementis
deleted.
(§337 (a) (1»
(*Limited, however, only
to the cases involving
patent, copyright, trade
mark, mask work)

GD Requirement concerning
efficient and economical
operation is deleted.
(§337 (a) (1»

(2) A broad definition of
a US industry is
introduced.
(§337(a) (3»
If any of the following is
met, the presence of an
industry in US is proven,
even if there is no
manufacturing activity in

(a) Significant investment
in plants and equip­
ment;

(b) Significant employment
of labor or capital~

(c) Substantial investment
in exploitations of
patent rights including
licensing or R&D.

Old Section 337

GD That US industry is being
efficiently and
economically operated,

Q) That there exists an
industry within US.
(No clear definition)

(1) Change 'in requirements of proof
Facts to be prpven by
the, c::omplainant:

cD That' US industry is
injured. .

(2) Changes in procedure
(9 Limitation on time for

issuance of temporary
relief order, although
there was no defini­
tion.
For operation, a deci­
sion was rendered within
8 months after the date
of notice.
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In addition. to: the above, the ameridment.s involved,the

judgementg1ven .when the respondent fails .to appear r: t.!>e

posting of a bond by complainants for issuance of a

temporary relief ,·anincrease. .of fine for. violation of a

cease arid desist order , etc. Theabove.m"ntioned .two lllajor

changes are ellpected to work as disadVantageous to

res.,ondentsandto gravely affect. companies 0lltsideth,e

United States including Japan"sec.ompani"s. problems

expected'. to occur by the amendm"ntS.ar!!. discussed .Ln detail

hereinaf:t:er.

[3] Trend.iriPaterit Litigations Before.and Aft!!r Am"ndm!!n.ts

to Section 337 of US: ..T.ariff AC..t 0.f.1930

1. The number of litigations of Section 337cons.istentlY

reduced from 49 cases in 1983 to 12 in 1988, nearing one

digi·t f'igure -as shown incth.e T.able. 1.. Althoughi t. showed a

tendency to incr!!aseat 20. cases :in about. 11 .monthsa.fter.:- - ...- --....--. ._-~---:---::--.-,-;-;----c=-'-=--
the amendments of August. 23, 1988 i:0 the.endof ·thisJuly,"".. ---- -----------'-.- .._----_._-------- . --.~.-.~-

the increase is' not.asexplosive:as was .predictedJn Japan'

!it the time, of ctheamendments,. The numbe.~DoLlitig,at_iQns

.Jiled aga'inst qapanese companies, after' the amendments was
~-------------:----=------;--'~:-,---~:-----:-'--
five showing an increase compared. to those of recent years "
~""--- - - .
but investiga'tion-s were. not commenced for two cases out ofr- ..--.._'--- ..
~:,'fiY~The increase 'cannot: be described as dramatic or',

explosive.

Up to this July there were filed three peti tiona- fo,r

temporary r e Li e f of whiCh time per Lod<fo r Lnvest i qa t i on was

shortened to.9.0 days from,7mpnthsincluding a case where 'a;

Japanese.cpmpany:is on" of the respondents; The number

again does not. appear particularly Lar qe, When considering

the fact that. the Act provides that a. complainant should",

post a bond Ln-or de r to filing of petitions for."-- •.....,.---"._--.".--.,.",, ,.. ' ..•..,,,.+.--
temporary relief too. easily and to.prevent increasing of'

burdens on the part of'respondeIlts, the p1.lI"pose'of the

amendmen ts ..appears to. have .been. achieved; Howeve'ri the

amendment to limit the time of investigation toc90.days

imposes very harsh conditionstimewise all the respondent,
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and this appears imfah to foreign companies compared to,
the compla'il'lant who has an ample time' forpreparing.the

case.

ouc bfthe 20 Cases filed during theper.iodafter·:
.AuguSt '23,1988 to July of this year, onefifth.or4cases

were not investigated. The rate is more or less higher
f--. __._~ :._::-_~_.---:...- ._._.__.:_. ..•_

than that befOre the amendments. Among them, there' was a
,-.ca5e-where-Bire- iiives\:{gati6ii.· .",ascnotcommenced on·the

ground that thecomplainantwasjlidged not to have: an
industry existing within the United States. This.implies

that even though the burden of proof of the injury and

damage'sin the US may have been lifted, the need to
establish 'the existenCe ofa domestic industry has not been

·m·adehominal.

2. The number Of petitions filed' in the first 7 months
this yeaCis '15 'including4by Japanese companies, showi.ng<

a remarkable increase compared to recent years. The effect

. of the GATT Panelconclusi'on rendered last . January that the

ITCregulations'were'inconsistent with·theGATT Article

1II-4:'may have been reflected in.·the decrease tendency from
4 in"'January and' 3"inFebruary to 2 in March,''2 in April, 2

in May and.one each in June and Jlily. We would like to

keep a close watch on the fluctuation of filings in future.

3. The number<of infringement litigations brought

before' the: US federal district courts in relation to

patent, design, andl:!:ademark increased with time; 1,531 in

1985,1,514 in 1986, 1,627 in 1987; and 1,780 in 1988. The
number of litigal:ions related to patent infringements alone
remarkably increased during l:he last fewcyears; 128 in

"0 .: •.•..•".~••,';:~•.:.~~:~•..:...~...~.~.: 1~..9~...~...~ 648 in 1987, and 749 in 1988. • Thi sis
inconsistent with the decreasing in the

number:of ITC.complaints, and cannot be considered

attributable exclusively l:o the increase of litigations

among. US companies (persons); It may by partly because
requirements for filing a complaint. to ITC were made more
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stringenti' increasing the litigations filed with district
courts tg,compensate for it. It is most interesting to
watch the 'eventual changes in the number of litigations

after requirements on the part of complainants ~re

mitigated 'and depending on the movement of GATT in future.
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Table 1

Number of ITC Complaints

Year Case No. 337-TA- No. of
complaints

No. of
investiga­
tions
commenced

No. of
complaints
for which
no investi­
gation was
commenced

No. of
complaints
involving
Japanese
companies

Note

1963 i37 - 160 49 44 5

1964 ],61 - 215 40 35 5

1965 216 - 239 27 24 3

1966 240 - 262 27 23 4

1967 263 - 260 21 16 3

1966 261 - 269 12 9 3

1969 (1-7) 290 - 15* 11 2

(Source: Nippon Gijutsu-Boeki Co.', Ltd.)

9

6

7

6

3

2

4 * Includes 2 'cases
beingsuspend",d

'd.
...

. .
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[4] "Pr"oblemsunder Section 337 of 1930 US Tariff Acta,s

Viewed by Japanese Industry and coun t e rme as ur e

(1) As described above, Section 337 ,oL1930"US Tar,iff

Act was amended as a par·t of Omnibus Trade Act o f: August,

1988. Thefbllowing two factors are of particular concern

for Japanese industry.
(DThe burden of proof on Respondent related to

"an industry, efficiently" and economically operate d

'in thEFUnited States""was"eliminated:[Section

337{a)(1)].

IiF the cases related to intellectual property

rights (patents",trademar ks /copyrights,

semiconductor mas kwor ks) , tile bu r de n-on the"

complainant to provedomest±c injury was eliminated

[S~c£ion 337{a)(1)1,~and'was redefined so·thit "an

industry in US" "would mean •"signifi cant investments

lncludingsignificant investments in plilntsand

equipments ,significant emploYment of labor or

capi tal ,enginnering, R&D or licensing" [Section

337(a)(3)].

GD The period to determine the temporary relief

was reduced <t6" "90 days (150 days ina more

complicated case)"" and" it was explicitly prOvided

'that the Commission may requite "the complainant to

""'posta bondvas a prerequisite to the "" i s'suanceof an

order"[Section 33 7(e )(2)] •

(2) "As stated/in (Daboveithe reqllirementsrelated to

proof 'impbSedonthecomplainarit were remarkably mitigated.

Asa "result, donddtLons 'for filing a complaint wi t.IlITC

became,s1.ibstantiallysimilar to those for'bringing sllits£o

district courts". AS makes determinations more
:;'C.,.:C:C, ••••C..••"CC":",""", """""'""1+"' "","

quickly than the courts, the number of" casesbrough.tbefore

ITC is' expected to increase in ",future ,althoughhos"iich

trend is~cuHently observed. (,Refer to the preceding

section). It is apprehended "that a party may file a

complaint with:TTCin order to pUt'pressure"uporl
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negotiation' and gain monetary compensation eventhough·:he

has no objective of preventing importation :of products.from

abroad. To m'imy Japanese companies who have: tradi tionally

believed to negotiate first. with .. the par t y-conce r.ned and

regarded legal proceeding. as the last resor\:, use of ITC

without prior 'negotiation between parties may appear as

robbing them a.place to negotiate and sol'lean issue in

faith and on eqUitable stands.

As an- e xamp l.e•.of. t.he.above mentioned fact, there is

a case related to a process patent on directiol"lal silicon

steel filed wi\:h ITC t:>y:a USc;ompany. ITC determined not

to COmmence invest,:gationon i:h",:groungi:ha\: th",re was not

an industry existil"lgwithin us asthEl us compal"lY only

presented a l.icense .to a third· party.

qnlike the patent infringement cases at federal

dis.trict.courts,. the~eppondent.c;annotfilesuch

counterdaims at ITC as to invalidate the patent • Filing

complaints .before ITC.seemsunfairbElcausei\: is.

un Lf ace r a.l Ly advant.ageous to. thec;omplainal"ltson \:his

point.

(3) Ifac;omplaint is filed .withITCal:>ruptly without

prior negotiations. between i:hep,!rtiesundert.he. amendment

~. ,therespondent wi.llbe greatlyhandic,!pped ashe is

not given time enough to. prepare..counterargument. ITC may

render a temporary relief order even befor·esuffi.cient

investigation is made (at least for the respondent) •

Although a provision for postil"l9 abond.by t!)e

cOll\plainant was. added in ordElrtopreven\: improperfilil"lgs

for t empoz ar y reli.Elf, it ipsolelyup to the.discretionof

ITC w.hether orno.t to. require posting of boncl.!-As \:he •.\:ime

of the bond are notspecifi-eq,'.. :,.............. . - _._ .....•............. ~.;--•....
effe.cti venes of this provision is Moreover,

this bond is 1"10\:.:\:0 be. used for compensation of damaqes

suffer",g t:>ythEl res ponden b-d f andwh.enITC ultimately,.

determines. there is no.infringelllentdespiteits .temporary

order. This obviously lacks fairness' be.tw.eenthe

complainant and the respondent.

488



P. 10

In the course of r.esearch and develppmentof

products, we conducted patent searches .and reviews befo.re

commerci.aLf zation'of' products ,.ob.tainexpert. opinions frpm

paten t attOrneys , and, wherenecess.ary, modify the design ..t "

avoid infringement. So long a",·the,amendment", toSectipn

337 continue to exist, we must intensify such ,.efforts to

deal with them.
More particularly,. it . appear s ur gentforus .to

control manufacture consistently from ,development, design,

obtaini ng ..intellectuaI. pr operty, enhancing document

management.andtrai ning/edu.cating staf:fwith,exper.ti se it)

the laws related to intellectual property right", in .US.

Ther.e :wi·1L be more cases. where' we should defend

our seLve s more thorpughly.than bef.oreif,.we ar-e, noj;

satisfie.dwith I.TCcomplaints. Conyersely.." it .Ls

increasingly n.e.ces",ary.f.or.lIsto probepossibili ties of,.ITC

utiliza t.ion,ascount.e rme as ures,

[~J sect:ion 337: of 19.30 US. T.ar.iff Act and Issue.o.f

Inconsistencies with.GATTAgreement

(1) D,eyelopment

A GATT Panel r!"por..ted ..inJanuary, 1'9.89 that the

praqtices;lInder·Section337 Of 1930 US Tar:iff Act v.iolates

the General Agree.ment on !1'ariffs.andTrade • The GATT

counci; se1;,.lIpa panel tosol.ve disputes under GATT . Article

23 upon a demand by EC Commission in.October of 1987, and

reached t.he above . conclusion. after deliberation,

(2) .. EC"s Argument

Thepr act.Lee under: S..e.ction 337 of US Tariff Act is

less, .favor ab.l.e .. than the .procedures of federal·' dis,trict

...." "co ur t.. s which.ar:eapPlied. to the products:manufactured
inside US and therefore violate.sGATTArticle 3-4. The,
inconsistency does not fall subject to exceptions of GATT

Ar ti cle2O(dl •

Moreparticlllarly, GATT Article 3-4 pro.videsthat "a

prod uct; illlPortedto a: country is tr.eated'equally to a
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product originating in that country" and GATT Article 20 (d)

provides that "a contr-actingstatecantakemeasures

necessary to secure compliance with laws or_regulations

(including Tntellectual propertyandothers)_ which are not

inconsistent with the General Agreement on the condition

that the measures are applied not in a-manner which would

constitute a means of arbitrary or unjustifiable

discrimination between count_ries .whez e the same conditions

prevail 'or adisgu i sed res triction on international trade"

EC raised 'following points' as the grounds' of their

complaints-that US -Ta-rif'f- Act Section 33 7 was -inconsistent

wi th GATT Article 3-'4'.

1) '-InSecti'on-337 proceedings ,'the: opportuni;tyto raise

counterclaims is- not-accorded'whileitispossible

in the proceedings at a -federal disfiict court.

2) The section :337 proceedings 'impose ;severer

restr ictions by the Protection Order'-on'confiden-tlal

information than the proceedings at a federal

distr ictcourt ,which' depr i vesresponderits;oftheifr

opportuni ty to defend;themselve's.

3) Respondents are forced to stand on less favorable

-, positi()nunder--the'Section337,proceedings' which

strictlyfixtiinelimi ts. In the -federal'district

cburtproceedings:time' limits ar-e:aeterminedby

considering- time for preparation' by: the: plaintiff

and the -defendant, etc.

4) The determination is made by the Commissioner at'

lTC, but the Commissioner has a shorter term and is

less independent than federal court judges.- He/she,

does not have to'- be qualified -by sCienti-fic,

technological nor, patent related education/training.'

.while :the patente'e;of the product,i's granted a

'choice of foruinat<eitherITC or di

court-for their advantages, the respondent is not

granted such a choice. The patentee of the product

may bring the matter to a-federal district' court

after a disadvantageous adjudication 'at lTC, but the

respondent does not have such a choice.
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5) In the case of .a patent infringement by an imported

product, ,ITC and the federal district court

proceedings may be taken simultanequslyby the same

complaint, butsuchwouldnotoccur,inthe case of

products domestically.produced.

6) According toSection.337iprocedures'icinrem

(gener,al)' exclusion orders can be rendered to

imported.products,which is' effective on those other

. than the respondent. Butin the federaL district

court proceedings, no such'orders.arerendered.

While i£~ (general) exclusion orders are executed

by the:governrnent, injunctive orders by the federal

>districtcourt aree.xe·cutedonlY"at the. cost of the

:plaintiff. Tl1erefore'i imported products are treated

les's .favorably than ,the . sirnU'ar products of US

origin,

7) The .proceedings underS'ection 337 are ,.applied only

to the 'case when importation of a product allegedly

causes damage to an indus'trywithinUS' Thisllleans

that Section' 337· .is relied 011 f'n' order<to' protect

produCts of' US origin but·notimported·products.

Theimpor ted products: .ar,e:<therefor:e 'tre'atedCless

favorably than the domestiC products. Moreover, US

<companies can meet therequir:ernentsofadomestic

industry more eas:ily'than the: foreign owners' of US

patent,

(3) Determination of the GATT Panel

(A) Findings in relation to GATT Article 3-4

Based on the argument raisedby'EC; the Panal

deliberated:and concluded that Section 337 'was inconsistent

AvailabilHy'forthe ::complainant of a choice of

forum in which to challenge .. imported products either

atITCor···:federal'di.str ict cour ts:,
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2) '):'here arertIme limits in "Section 337 proceedings •

3) Counterclaims carmotrbe raised in·Sectio.n ... 33,7

proceedings;

.4) Iniiem ·(general) exclusion orders are. given in

Section 337 proceedings,

5} Exclusi·onorders,·un.der' Section 337 are 'automatically

enforced by the US.Customs Service without .requir ing

separate proceedings by, the complainant

6}. Imported. product may.be challenged both at 'ITC and a

federaL district .. cour t ,

(S) bFindings" in relation to GATT.Article20. (d)

The paneL reviewed whethe'r .or not the prOceedings

under Sec;tion337 .come .und.er the catego'ry .Ofexcept:ions

covered by 'GATTArticle '.20 {d}in "re'spectof tneabOve six

aspects, and determined that the aspects 2} and3):are not

j l.Istifi.agl~,;bYth.e"necess:ity" ·.term in ·tne·prov:i sion.

(4).Conc;lusion .of the. Panel

:1) .Secti·on 3.37. of' 1930,United'StatesTariff Act is

.inconsistent:on 'several pOints with GATT Article 3-4

:andt!\qseinc;pnsjs:tensies'cannot 'be justified in all

resPec;tsunCler GATT Article 20 (db·',

.~) 'rhe Panelrec;qllllllends that: the·contracting states

J;equest .the' Un.i tes- States. to:br ing.:i ts: procedures

applied in patent infringement cases on.:i.mpqJ;ted

products into conformity with its obligations under

the General AgreeIl\ent"

(5) Subse,quentdevelopments

The determinatiqn"qjO .t!\e-:Panel comes into,efjOecti

ColinciL.,The

Council. Il\et:tq J:evieWthisissue, 'buttheUriited ,,'oares

once: ()~ the eoncer ned par t Las, 'sl.lspended its decision on the

ground that they were sj;.ill:studyingt!\e..c;ontent.ofthe

Panel determination.
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TheUnited'Sta.te..s.,.howev.",r, had.intr·oduc",d .the,issu",

of intellectual property rights to GATT and strongly argued

for application••ofGATT' sfupcUon to . soLve; .dLspu.t.es , As

'theUni ted' States has. j\lst· completed working On. amendments

to section 337 of Tariff Act as a part of19880m\lnib\ls

TraoeActC
, it,is q\liteconceivablethat"dt may' not be easy

for . them to accept the GATTPanel··oecision.. we;· \lrge' the

Uni ted States to face' .the. fact and take ; cour aqaous actions

o fiame.ndLnq. what must be amended at an early date..•

[6.] Japanese LegaL System Related ·to the Customs Duties

The .Cus.toms"Tar i ff . Law provisions' cover the.

importa tion"of· articles which infr ingeintellectual

proper·ty rights.inJapan. The.Law'was'.legislated on April

15, 19l0ano enforced on July l70fthe.following.year. It

has. since undergone, many amendmen ts., Article 21,..1-4

provLde s ·.that·the. pr.oduc.t s which infr:ingecintellectual

property, r ight·s. such as patents are prohibi teo'. from

importation·. As the penalty for violation of the',

provision,.Art~F'lel09,..1.0f<.theCustoms Tariff '·Law.'(enaC:ted

On ApriL 2, 1954 and enforced oncJuly lofthesameyear)

provides imprisonment with or without forced labor for not

more than 5 years and the finecofnot more than ¥500,OOO;

Taking measures to prevent importatioriof products

which infringe intellect\lal'propertY'rightscsuch'as'patents

at thec·border.cisextremelyeffective ,'and so far as it is

concerned with this point, the Japanese system is'''s'imilar

to the US Tariff Act and related regulations (CFR 133,

etc.). However,there is a significant difference between

the two as US Tariff Act Section 337 intends to 'enhance

protection of patentees and functions to thoroughly exclude

infr s while under the Japanese laws only the importers.w.•..•...........w........ . '.w
are subject to penalty.

[7J Conclusion

The burden of proof which had been imposed 'on the

complainant in the intellectual property right infringement
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was li'ftedby the amendments to Section 3370f'1930 US

TarIff Act •
This wOuld, result in explosion, of 'the number of

complaints filed wi th ITC ,>and> extreme difficulti,es imposed

on the" respondents.
Revising, laws, and acts, or, ,enacting> a new law as' a

safeguard to protect, le,gi timate ihterestsof,their ,people',

from unlawful. infringers may not' be, problematic" but if ,a

government it" too ,pre,possessed> wi th, thein intere,stS ,alone'

and goes beyond the existing legal practices and common

sense, it, would be cr i ticized. ,In ,this, contex,t'wee",pect'

the US government to review and', take pr'oper measures at the

ear list possible, t,ime f,or the issue of inconsistencies of

'US Tariff Law Section, 337 and GATT which 'has been' the, focus

of internat'ionaLcontrov'ersy;

On, the part o,f Japanese private, enterprises"they

are expected to" tak",,' s tr a teg i es focus'ing .'. orr..the ",following

points as ,their" basic attitude in'order'to avoid disputes

of this type" including increased complaints,',filed, with ITC.

1) Establishing seH"developed technology (unique

,technology) which ,does not infringe third party

,rights

(2) Cultivation of business climate>which respects third

,,' par,ty rights

(3), >Cultiya tion'of b9siness,climate to learn legal

systems of foreign countriesw,ell and comply with

them
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PHQNE:(03)79S'2611
FACSIMILE: (03)798-12.24
TELEX :J 24901

Sbozo SIIOTOME
BQARU DIRECTOR AND
£X:OCUTIVF. ADVlSOI(

',FOllMER "RESlDENTl

September 12.,1/989

RYOKA BUILDING
1-30, SHIBA 2-CHQME. MINATO-KU

TOKYO 105. JAPAN

DIA RESEARCH INSTITUTE, INC:··

I have been"Clelighted so'much~iththecburt~o"t1s!'detter,:;,of~:'

invit.at.Lon- etc -PIPN' s -znttr Antfiversaryand'annual ':Internatio'nal
Congres's".which-:yo'u have:;,kindly:- written: uo. me" - by. youz-se.Lf .as.»
Pres ident of U. S. Group -bf,:C; :Pacif'i'c r.ndus'cr.LeI Property;
Association. I am deeply impressed with your letter.

Mr. Paur D~ 'Carm±chael
P;r-esident
PACIFIC INDUSTRIAL PROPERTY ASSOCIATION
P.O. Box 3477
Grand Central Station
New York, lIew York 10163
U. S. A.

In fact, in order to make myself to meet with the dates of these
special events, I have been tried to rearrange all my schedule
in my;, 'company and .a.Ls o iitY"'private "conven-iences:"invo'Tved':'in
membe'r-s o fcmy f amd Ly; Really"" it" almost 'pains <:me:,:"to", 'say':.'
that ,I wil'l not;" he::'able 'to -';'participate:'lnthes:e''I.,'big 'ev-ents­
this: .vear,

1
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Dear 'Hr.:i'::Carmichae1-:

However, I know,',:-that',',this"'was'caused mainly,':by mys eLf . because
I just coUld':-not,'break<appointmemts,of,:the conferences
already: s chedu Le d wLt.h. the people in «my.cbus Lne s s j and.vmyrother:
duties which have already been fixed on the dates which are",
almost overlapping with the dates of the 20th Annual
Inte;~'Itat.Lona L: eonqra 5s;

r'~' "s'ure Ly :wis"h ", to' part',i:cip'ate'::in the' ce'lebra!ti'onbf',,::thei~20,th·;

anndvez-sar-y.cof the 'PIPA" and cthe 2;Oth: annual,' 'tnte'rnat-t.onaf
',Congres'S:-'bf P.1PA~

Masaya KURATA
PRESlUENT

Seltcbl IMAHORI
MANAGINGDIRECTOR
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'S':ln'di,"1:.he Pacific Industrial Property Association has been
founded, it has already past 20. years. During these 20
years PIPA has been greatly contributing to the field of
Intellectual Property for the United State of America
and Japan ~h~[ perf:ornring significant and fruitful work
steadily year by year. ' .

This is quite attributable to the integrity, volunteer's
spirits and spontaneous efforts of·the Board of Governors,
Chairman of Committees and all Members of the ~IPAHho: are'­
willing to work faithfully and diligently on a non-commel:"cial;
profit basis.

I sincerely congratulate all of you for the coming prp$p~rous

20th Congress in autumn this year.

In those days when I and -my friend in the U.S ..A. finally decided
to establish "t.hLe association, the recognition about 't.he
Intellectual Property was limited to a cer·t'p.'inextent::in
the' Japanese industrial field and it was not an adequat;e degree.

That iSJ,,'whY"nT'p·.ersistently ,'i-nsiste,d ,on;,the::, need ofj,the
e s tiabI'Lehmerrt. .of -PIPA:in',:orderto; broaden .t.he awareness .of t,l1.e·
InteiI'ectuaLProperty:'; amonci.t.he: ·top,;:executiv,8': clf.\ss~':people:,ip.
the e cononu.c. .andvbtrsLness ,wor Ids,:in--:'Jap,an.;

As a result of that, I have fortunately "found a cooperator who
also;:e'.n,thusiastical1y>.cons:iders ,the:;ne«::,es.s'i-ty of::' making 'a' bridge
be'tweeru-t.heouni-ted. S.tate':.of: America and J,a'p.;I.n to-sharethe;i,dea,;;;
of the Intellectual Property. Fortunately enough,Y'.the,PIPA"could
start functioning.

In the ,pas't·\20::y;ears sLnce then, ",;Pacific/:Industrial 'Px:operty"l'
AS5-ociation:·"has',grorln to::,;an' Lnd f s pensab.Le entity,;nec~s's:arY;'fOr
these ;two -count.r.Le s , Fur.thE!'rmore';:-:::;PIPA has' now-become.rto put
forth its own .comprehensive knowledge and its skillful function
to harmonize the problems of various ~ssues on the strength of
the .LnvazLeb'Le.. and f undamen:ta 1 ccommon. awareness, ". of";,,the
'Irrte Ll.e c t.uaLvPr-opez-t.y although signs of changing situations
in.-these :-:countries are seen in .rthert.r-ana Lt.Len of the, two
decades".

I believe, we may expect mutual understanding and smoo-th
resolutions for the problems, which are deeply associated with
awareness of the Intellectual Property, existing

best used.
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Varying "<,'s:c.!i,e'hce and technology and changlng political and
economic situations will raise varlousnew problems. However,
I believe ,<~h_e_:,?_±;:gA;.-:':J:,flg__9_ubt~:d:lY_~il1_ Rfay a very important role
in' 501ving-'thes~::'.-probie)m-s~aha wil'l'be' known as a key entity
solving these problems. .

The u. S .A. and -Japan should know ·that we are ,:-j;p,t·h,e;c same: boat
and are sailing together. Therefore, I believe, that the
a,t<t:itHqe_?~,:re:c::ipr9~iF:Y_,_ang_a ,s,eIl;,~e_. of +:Ir0~r,gep~nd.~nHe are most
.r~:9~irE!~fo_J:"',the,s,~-;t:\v9.'.Ce>:ur:tt:;,ies·· ,

-By: tciking :':this":bppbrtuI1it:Y:1 ,;':'1;:'-wou'ld like :to:-expr~:ss/1l1Y; sincere
.app.rect.a t-Lon itP::.YO'.U:'r ;·;PrE:!.::>.id'e.n,t\ Q.f PIPft:/:",anq. E:!~qn:}l,emp:er):9f this
Association for the efforts you have made for the dev'3::1opment of
this Association. r would like' to yell for the new'generation,
hopif1~,,1::~C3;t,.:t:~~y" ~vi++" find ,~,,~~g~.fu;J. ?,~1"",E;~~~es~ful v:~ya.ge.

" __ ",.,,'-'"'' , c, ',",",. • ";",:' ,c' '""""";,'''''''''! " ,;,_,,: ,,-,,-,,:";,;,':'"

r'lr::',:conclus'idn:,:' r. -apoIoqdae ;,:t.o,>:yOU, fOb,:' not.::.being,;abJ.,e.:;',to:, ,
pa.~,ti.t~ip~·l;,e ':irt t;~.l::!,;::rnter.n~,t:io.Il~l:'is:png.:r:-I:!R§i:,:~IldE, ,~olll'd;,l.ike to
ask.·,Y0l,l:: t,O'COIlV;E:!¥, my best.:~ish:e~.':t()" a,l:+,,,,H~ff1ber::; of .·tJJ.e:-
Associatiori' , '

d~ ~-;;~".~~..,;",.'e:..•=-. _

Board DiIJ:tF1:.pr and
Execut.tve"",!\,dviso~

3
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Fujisawa Pharmaceutical CO..Ltd.

Takashi Aoki

." October, 1989

Dear friends,

IWi~ht6 26Ilg!'atl.liatin.ll olyo\Cpn t.~¥2Qth annil(~fsary
of our PIPA organization. Its historical achievements are
entirely, .attri butabl e.zo thehard--worleingand long 1as ti ng
corrtr-tbutircn of' both the Arne!'i can and Japanese members of
plpA~

Apparently i~d~s1;~ial p~pe~ty right is nowbf6acllY
recognized as-one of the most dmportant i nternati onal
'issu¢sfor adeq",atjl'protectfon "of human, ,beings' ••.•• i rrte'l I e­
ctual crea1;ionsworlclwidelyand you,specialfstshavemany
things to do for realization of this recognition:

I am very sorry and regretful that I wasunot able to. join
you for the discussion and to congratulate personally
the PIPA Award winner,Mr. Karl Jorda, this weele. I
sincerely wish a successful conference to all.

Taleastli /,\0 ki



4lq....... of
lIlllll1im~_

)1m"~ C\.-u ~l1J'

·.~..•·.~.Ql~of~
fli:r•.lJie. ~~~id .~lf<>rit

September 29, 1989

717 ....-1I..... I"'~L
;B.-q"ghm. ~.41. 2....

(202) "33-5841

Paul D. Carmichael, Esq.
President, Pacific Industrial

Property Association
c/o IBM Corporation
2000 Purchase street
Purchase, New York 10577

Dear Paul'

T,en ,;ye'ars, ,',ago:"\je ,celel:)ra,t~d'::"theJTerith ,Annivers,ary ,of,.-,/,:
PIPA, 'durTng my term~as:,:President ,:::at' a;,meeting;',in:<Ph.il:adalphia.
Event~,~~~9r~~~ds~ncethe~~onfirned the value to all of us,
Americar;"'/and :Japanese/" ';0£ this excellent orqan;;z:ation...;" - -" -. ,"",' -,>:;; '-,~,

I hadplanJ1ed toatteridthis TWentiethAnni.vers.arymeet,ill.9i
but i t,'coi'noide's-,;·exaotlywith,'::the,:october court,sessi~rr.-" ;eWEi!"
hear each month's cases the first week of the month, so had I
missed it, ~'d have ~issed the argument of 32 appeals).

,)~:: .-

I :ientrust i to ::, you the conveyance~,ez ,my :'gr,~:E!tings::, :t.q ':~ll:,

my warm wishes for another score of years in congenial and
produotivefellowship.

PN/CEL

;;'
. ,~,cordially,
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UNION GARSIDE CORPORATION';
·LAW OEF'AFlTMEN't

THOMASL O'SRII;N

• as OlORIOGeeURY ROAO:;OAN6URY. CT 06617-000' 203-794.6194
. ~f'r)lK.Qf,~M.E~I'p,A,f:JLOG .. 335 MADISON AVENUe:. 17TH FLOOR.
"NEWYORK,"NY'1'(1017 212-573-B511

A,!PL'l' 10' , '

CHIH PAlENT COU'IBh

Septembe. 27, 1989.

Can it be ten years
first ten year :history of··

first' thought is a guestion:
sirice ~;J:0hri,:8hi:ptn;an{wrlte)::the

Paul P,'Carmichael, Esq.
Presi~ent, U.S. G.oup
Pacific Industrial Property

Association'
clo IBM corpOration
2000 Purch.ss' Street
PUrChft5s:NY 10577

My
slr,,;i~y

PIPA?

It is with deep .n" heuUelt .egret that I will miss J~h_e
T~entieth International Congress of PIPA this yea. at Tucson,

'Arizona. ,MY'abs'ence ,is-,totaHyrdue,to,mY lIlan~~torY,atteflJ1ance
atath'.ee'day'manag,ement.meeting "be1,ng ,hel"rsttl1e ssmE, time.

I will s~nCerelym1SS seeinginy PI~A'iri~n~;,~Qthj.1~p.nese
and American, on this auspicious occeaion of PIPA's twentieth
anni viJ~:,s'a'r..:y.:.,''':-lt,,·t's·."dth much~,~honor;;.,.thatL.:.:r;-':8ccept YO,~~,;::~i;ncL
invi t8't-ion ·to .'wr-i·.te :down 8/ few::r·eminis.cences.':and>:send, ·;tJ:iE!m:,,:£o.-:,
you. i,f'.·

Those twenty years have seen continued growth of PIPA as
an organizati'on.with much vitality;·'jlnd:::a,:long record of achieve­
ment. Of course, the primary purpos~, of PIPA was the develop­
ment of greater unde.standing of the la~s an" systems of each
othe.'s co"ntry, an objective whichhas,:been achieved and that
understanding continues to grow. ·~~rha~s even the greater
benefit of PIPA is the mutual respect:.and personal friendships
that have grown between the Jap~~~se and American members who
shsre common interests in this v".y impo.tsnt field of
in"ustrial property .i9hts, '

How can I reminisoe without mentioning some 01" f.iends?

Foremost is one of our founders, Shozo Saotome, whom I've
known well o~er twenty years and Who was so instrumental in
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nurturing PIPA's development and stature. One of the real
pleasures and honors I had as President of the American Group
was to present Saotome-san with the first PIPA Award for
·Internation~l Cooperation in the Field of Industrial Property·
in New York £n 1981.

Working iwith Polly Newman -- I should say our distinguished
Judge Newmanfbut I'm sure Polly will excuse the informality-­
over the years in PIPA activities was always a pleasure. The
completion of the PIPA Conciliation System in 1975 under polly's
direction was an excellent example of fruitful cooperation
between the U.S. and Japanese groups on a project of common
interest.

PIPA has flourished because it has been so fortunate in
having many dedicated and able leaders. many of whom. in addi­
tion to Polly. I had the honor of working closely with. such
as, to menti~n just a few, Takashi Aoki. Koichi Ono, Kojiro
Ozu. Toshiya'Hiraoka from the Japanese Group and Marty Kalikow.
Ed Adams, Katl Jorda, Paul Enlow and Bill Norris. I cannot
complete the'U.S. list without adding the late. beloved Ed Bell
who, as secr~taryfor many years. actually did most of the work
needed to keep the U.S. group functioning so well.

And whoican participate in.PIPA without fondly remembering
our singing $essions -- after working hours of course. None of
the American' group could come close to matching the singing
talents of the many Japanese solo performers. And who can
forget the marvelous rendition of "South of the Border" by Tei
Kawaguchi?

These are but a few of the many cherished recollections of
PIPA events.; In conclusion, I salute PIPA and congratulate it
on its twent~ years of achievements. I wish it well for
continued success in the years to come in further developing
mutual understanding, friendship and respect between the
Japanese and the U,S. in the field of industrial property.

Warmest· regards to all at the Tucson meeting.

Sincerely,

TIO:fv
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