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REPORT ON 1973;Activities
. shoji Matsui o
Ex-President of Japanese
Group o

-October 29, 1974

Ladies and Gentlemen! It is real pleasure to
me tolxeport some of the activifies.of PIPA.but mainly
those of the Japanése Group for the yeér of_;§73.

The PIPA's 4th Annual Congress held'a.yeér ago
in_San Francisco.was, indeed, a great success, with
some thirty membefs of the Japanese Group pérticipat—
ing in the event. | _ |

That Cbngressll believe left in all attendants
a lasting impression, for it was the iast Cdngress
-which Mr. Bennet, then the Staff Director, arranged
for us all,

Following the retiremeht bf Mr. Bennet, we faéed
the problem of how to run PIPA.

The Board of Governors of the American and
Japanese Groups studied the problem and came up with
the basic coursesiqf action:

That, being.a reverselof the old arrangement,

the office of Overall President shall be assumed by
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Président of theﬂGroup Qf tﬁe country ip which the
Congress is;held; and

That, as ﬁdﬁéﬁéff ﬁi£ector, the President's
company shall take care of the duties of staff
Director iﬁ t3ejéésé‘&f‘the American Group while the
Japanese Group shall continue to rely on the services
of Mr. Okano as before. These basic courses of
‘action Wéré.aecided'tolbé referred to' the membership
of eaéh’Gfoﬁp fbr'approvalg

':F6110wing'th§ last Congress, the Jgpéneée Group
had an Assembly on the 9th day of November last year
fdr'féport'of'san‘Franéisdb'CongreSs.' - |

Meénwhile, thanks to the effort of Mr. Okano,
we:couid'Cdmpile in a'volume‘nbt only thé papers
presented to the Congress but all the paperSIWhich?
were dropped from ‘the agenda due to time elements.
I am sure that this material, already distriﬁuted to
members of both American and Japanese Groupsgiproved
of considerable value, for even thé“sUbjects”droppéa‘
from the agenda were undoubtedly of great interest
to members of both Groups. |

At the Report Assembly of Japanese Group the
changes in the basic mode of running PIPA that had
becdmé’héCéssary'by'Mr;'Bénﬁetys"retirement'and'the
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amendments to Constitution and Bnyaws_were §lso
explained to the members attended for evaluation and
app;oval.ﬁ,xﬁ_basic_poipts, these qhépggs:Were
apprqvgd;byrphe_membexs‘pxesent, :At tbersamg;time,_.
a letter recgpitulating,thgsg changes.ip‘the_moge of
'running‘?;Pa_was sent to each of thg_membe;sbip in
preparation for the forthcoming_rapificatiﬁn&prqf 
ceduré,,if necessary to be followed. -

As we entered this calendar year, to prepare
for this Kyoto Congress,‘the‘Committeés_were;reorggnf
ized with candidates for the chairmanShips, In
parallel with this procedure, the Board of Governors
of Japanese Group discussed the appointment pflngw
Governors for the year 1974. On the 18th of March,
at a General Assembly of:the Japanese Group, the new
Committee Chairmen were éppginted‘and, at the same
time, the Amendment tq,Constitutiqn_and By-Laws as
proposed by the‘Amexiqan Group was éxplained.tq_the
members; MeénWhile, we received from the American
Group a report on the results of the Géneral Assembly
of.the Group held on the 1l2th day 6f March. Then,
on the first day of April, I could have my duties as
Président of PIPA and of Japanese Group taken over by
the president incumbent, Mr..Suzuki.
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In theéaspect éf overseas activities, a few
members of the Japanese Group had an opPOrtﬁnitﬁ to -
attend, as dbservers from PIPA, the Tokyo meeting of
PCT Interim Committee of WIPO which was held from
the 22ndfto'therz7th of October last'year."

During:thé past couple df years, I;Was given a
number of'oﬁportﬁnities'to add to my personal relation
with members of the American and Japanese Groups;'and
thanks to your advice and assistance, I could manage
to"discharge‘my:assignments at any rate until my
duties were taken over by Mr. Suzuki last April.

Now;jWiﬁh much expectation that the tie of
friendship betwéen the American and Japanese members
will be further strengthened on this occasion of Kyoto
Congresé, I should like to sit and enjoy the fruitful
results that will certainly be brought forth'by the‘
discussions'ﬁhich are about to be started.

‘Thank you very much for your attention.




KEYNOTE ADDRESS
by Masaaki Suzuki
.Président,_P'.Il.P AL

October 29, 1974 Xyoto

Distinguished Guests and Fellow Members!

It is a great privilege and honor for me to address
our distinguished guests and members of the American and Japanese -
| Groups.

This is the 5th Genefal Meeting of Pacific Industrial
Proper_t_y' Association.

Looking back upon the last lfou_r years, the first Organ-
ization and Wbrking Meeting was held at Tokyo in March, 197 0.
At that meétiné, proposed modifications of the American and Japa-
nese Pétent laws wére reported and many._asPects of Patent Co-

operation Treaty and European Patent Convention were discussed.




In May, '1‘9'71,:-:tlh‘e 2nd G'eﬁe_f'él Mee”'ting was held at
Washington, D.C., and.various opinions were exchanged as to

prosecutions of the pa{én't'énd ti:"éd‘eﬁiar;}:éﬁplications, legal pro-

tection of the software, licensing practices and views onthe o

'United States Anti-trust Law.  Also, proposed model clause on

“arbitration and mediation was presented.

At the third General Meeting held in May, 1972, at

Tokyo, there were valuable discussions about practices in patent
applications and litigations, and export and import reétric'tiéﬁ's” '

on technology. Especially, report on the usefulness of arbitration

and mediation gave us a deep impression, and it was proposed that

this problem be further studied in a designated committee.

" The 4th General Meeting was held at San Francisco

in October, 1973. As regards the arbitration and mediation in




patent matters, a result of a rather extensive survey taken by the
]apanése Group was présented and it 'w'as‘-agre'ed'zthét" dlhgent k
discuséions to attempt to bring‘a su'i‘;cabl'e: ‘c*onci'liééiioﬁ plé.".d to”
fraition ;lbe continued, . Also, there were lively discussions as to
interpretation-of claims for infring‘ement pﬁ?poées; frademark
Iﬁroblems on parallel importation of gengine goods-‘arid' liCensing
of know-~how. :

Turni#g-now to intérnational activities, as to the
Patent Cooperation Treéaty, wé sent fépr""ésentatijfe.‘s to the Wash-

ington Diplomatic Conférence held in 1970 and to Tokyo Interim

Committee held in 1973, while as to the Trademark Registration
Treaty, our representatives attended the Vienna Diplomatic Con-

ference. In 1973, we sent written opinions to the Philippine govern-

ment against a move to revise her patent law.




‘ These activities of PIPA'du'ri.ng.the.last four ‘years
‘have made mixc#h contribution to the fulfilment of the o_bjelcts_ and
pgrﬁqses of thie Associati.on,. that is,

- to provide an exchange of information regarding indu s-

. trial properties, and laws, regulation.s. and practices

_ therein, and -

- to bring to fogus expert opinions regarding treaties,
laws, regulations and practices, and prop_os_als for such
'meas_ur(.as relating to industrial properties .

_Also, the activitie__é of PIPA have CSn;cributed to many -
othe_r_ _achieve_m:ents such as

- the Iriutual. understaﬂdiqg and friendshj.p among the mem-
bers of the American and ]ap.anese Groups by virtue of

the personal acquaintances gained at the General Meet




ings, and

- the fruitful results in their businesses.

As you know, since t_he end of last year, there have
been causgd differences in evalua'lci‘on of natural resources between
exporting and importing countries , ahd-there has been a tendency
‘of inflation in the economy of importing countries.

In Japan as in other count.ries , the }-ise in the prices
of natural resources has been followed by sérious-rises in the
commodity pfices and wages, and the people in indust.ry have made
every endeavor to get through this crisis by the development of
excellent fcechqology.

On the other Yhand, in indﬁstry, there has been d
gféat demand for the development of technology for minimizing

the atmospheric pollution.




Under these circumstances, it is most important to
effectively combine researches and developments with patents and
to positively promote licensing of know-h ow as an industrial policy.

In this regard, 1 believe the businesses of the people

here today are much expected by each industry and the responsi-’
bility imposed upon each of us is very greai.

At this 5th General Meeting, we are going to .have

discussions regarding various problems such as revisions of the

American and Japanese Patent Laws, licensing of patent and.know-
how, problems in connection-with the oéeratioﬁ qf the E@ropean
Patent System and so on. ‘Also, rules and regﬁla_tions for con-.
ciliations being léng—pending will be proposed.

I sincerely hope that your active diécussions will lead

this Congress to a great success and , at the same time, I heartily

10




wish this Association to further grow soas to have a large voice
in the field of the intellectual __pro_péfty rights in the world.

(o Thank you'

11
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' GREETING AT PIPA KYOTO CONGRESS-1974
Ken'ichird Komai
Honorary Chairman

October 29, 1974

Mr. PfeSident, honored quests, fellow members,
ladies and gentlemen, I would like to take.this time
to offer a few words of welcome to all'of yoﬁ for having

attended this meeting. My name is Ken'ichiro Komai,

and I am chairman of Hitachi, Ltd., and acting chairman

of the Japan Patent Association. I deem it a great

honor to have been appointed honorary chairman of the
fifth International Congress of the Pacific Industrial
Property Associétion. I,offér my hearty hopes for the
success of tﬁis meeting and want to give thanks_to
our fellow members for having come all the way from
ﬁhe Uhitéd Sfates.

Not many days have passed since this association

was established with the leading corporations of Japan

and the United States as its driving force. Through
the hearty cooperation aﬁd effort of memberé at all
levels, survey reseérch and trials have been actively
cérried out bn problems related to industrial property,

especially those problems requiring international

12
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cooperation, most outstanding among them, the-Patent
Cooperaticn Treaty. Reports on results were given to all
members and if neCessary the results Were given to
internaticnal organizations such as‘the'W6rld Intel-
iectual Property Organization. These efforts were really
remarkable and highly'significantj and for such efforts

I wbuld-like to express my aéprééiatipn to every cﬁe of
you.

There has been a dramatie iﬁcrease in develbping
nations membership in WIPO as well as the United Nations.
It is also well known that the power of their voices is
growing stronger and it is necessary for this association,
for Japan and the United States, both industrialized
countries, to'pey careful aﬁtention td:their'ideas:when
dealing with.theSe developing nations. .

 The Paris Convention with a history of over a
century has come to be regarded as the charterrfor
industrial property. But most‘ﬁnderdevelopedg.countries
feel that it should be revised due to the way . in.which
it is theught to favor the industrialized nations. The.
Paris Convention;s_prihciplee of mutuel fairness and
reciprocity are for us a convincing argument of its
basic spirit. However, we think it important to keep

the thinking of the developing countries in mind, and
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we should'give as much help to these nations in their
indﬁstridl piogresé as_péssible.‘ By dping thisf we can
have trge.éo?existence and co—pros?érity, | |

It is nafural that We‘should givg ;he utmbst
respect to interhationél agreements.and domestic laws,
sinCe_these are_made through the agréement of human .
beings. It is not always necessa;y.to.stiék to histbry.

Just as we are now going to discuss the revision of

Japanese=and:United States' patent 1aws we have to

consider reform that corresponds to the times. I hope

that all of‘you'wiil give thought to handling inventioﬁ_
and know~how;a mutual property_of the human‘race, and
that you will also examine the various problems of what

industrial property should be, from a world-wide view-

point, to avoid unnecessary conflict. In this ﬁanne#

! we can maké a further contribution to the realization of
| ‘world peécé and human welfare. ‘

% I have confidence in the suc§ess of.thiS‘cbng:ess

| and hope for further progress of the association.

Thank you very much.
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- TRANSFER OF TECENQLOGY~-~THE U.S. AND JAPAN
(GREETING AT PIPA KYOTO CONGRESS-1974)
E,B; Exickson ‘
Counselor for Commercial

Affairs, American Embassy,
. Tokyo - R

-Tﬂe develoﬁment'of trade:betweensthe United~
States and Japan is asclassical_exampléﬂof_thé theory
rthatitﬁe larger the extent of téchnology_transfers,
the higher will be ths.ésg?és‘of assimilation, the
greater will be each couhtryfs'demands for the other's
products and hence the'larger will be - the volume of
~ trade bstween them. | |

American public opinion in the poSt-Warjpexiod
has increasingly suppdrtéd‘the-sbncept of freer -
internatiohal trade‘togethéf with the npfion that -
the U.S5. economy Eéhefifs rather than loses by greater
economic growth and‘weifare-iﬁ foreign dount;ies.
Rising prbtectionist Sentiment-in the sarly‘1970's
incorporate a new doctrine which could have serious
intefnatiohal implications, and pressure. have groWn
for the extension of tachnoiogy restrictions. However,
-most recent studies by the U.S. Government indicate

that international transfers of technology are a
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. powerful force in the dynamic process of integration

between couhtries and the-beneficial'effects far

outweigh the harmful effects,

While-thé.ﬁ.si'ﬁas been concerned with the export
of tééhholbéy; Japan has ‘been concerned with the
importation of technology. Its export of technology
is completely free and since July 1, 1974‘£he liberal-
ization of import has been completely liberalized.
:The'U.S..isfby far the major exporter of technology
to Japan, accounting for o&er 50-percen£ 6f.the

cases. It is not inappropriate to suggest that the
tfénsfer:bf:technology, particularly from the U.S.
has played a significant role in the growth of the.
economy of &apan;

Of special interest to the American members of
P.I.P.A. will be Japan's goals in the development of
its technolagy during the next several years. Accord-
ing to the Ministry of Internatiénal Trade and
Industry, cfeative technology development is essential
and should be directed to meet the people’s needsﬂand

enhance their welfare. Japan plans to develop its.

own.technologyiand shift the stress toward the
improvement of the people's livelihood. Spillover and

multiplier effects frbm.this new technology will be .
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welcomed by the v.s.
The role played by P.I.P.A. is appreciated by

.thé U.Ss. Departfnent of_- S_tate--especially»the P.I.P.A,

has been of g'rea-t assistanée in supporting the U.S.

ratification of industrial‘property conventions.
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GREETING AT PIPA KYOTO CONGRESS-1974 -

Hideo Saito
Director General of the
Patent Office

October 29, 1974

Mr. Preéident, honored guests, fellow-members,
iadies and-gentlemen:

It gives me gfeat pleasure to make an opéning
address for the 5th joint meeting of United States and
Japanese members of the Pacific Industrial.Proéerty
Association. |

| I find it veryrsignifiéant that those people
cdncernéd with industrial property in Japan and the
United States have formed a strong and friendly
relationship across the Pacific Odean;can get together,
have a friendly exchange of opinions and through such
communication gain a better knowledge of each other's
intentions.: .

As you are all well awafe, the internatidnal
situation concerning industrial ?roperty, inciuding
' patents, is now at a turning pbint.

I believe this to be so from looking at the trends

in PCT and TRT and in looking at what has occurred at
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conferences.related to.them in recent years.

At the November, 1973 general meeting of WIPO
and this year's meetings of the WIPO‘Coordinati0n
Committee, I had the strong feelinguthat-the aréa of
industrial property cannot remain outside the sphere
of intérnational politics and economy. |

. Today's ‘events make me recall the revision of the
Bern_T;eaty~on‘qopyright somefnumbervcf;yearsfago., AS
we are now in such period I feel it is significant that
ihe members of this association from Japan and the United
States can get together and promote mutﬁal understanding.

At this time, I Wouid like to take the opportunity
to introduce somé_of the recent trends that have been
occurring in indﬁstrial property in -Japan.

As you all know, Japan adopted a system of early
pﬁblication and request for examination on January 1,
1971. At that time there were 830,000 itéms, including.
pateﬁtsﬁand;utility models in-suspended appligation
withlan average disposal period of 5 years and 3 moﬁths.
If the sYstem had not been revised the number would
haVe‘increased. Through the revision of the law there
are now about 540,000 suspended applications and the

~average disposal period is less than,three'years.
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lSince.thé;time limitﬁfor request for ekaminations

has not yet expired, although I_can'tlsay with sufficient
precisioni*thg ra£e of requests for examination is lower
thari what was first predicted., In judgingrsuch situa-
tion we Caﬁ-sée that the éxpected objectives of the
revision have almost been achieved.

‘*Hdwévér,ﬁthe number of publications and bulletins
attendant upoﬁ early publications is extremely large
and putting them in order will probably be a big
problem from now on in cooperation with the-PCT mini-
document.

In July of this year, I visited the United Sﬁates
patent office for an exchange of opinion with Mi. Marshall
.Dann, and those ﬁho work under him. I was very intefested
to hear their:views on a deferred examination system
for pbssiblé‘adoption in the United States. I was also
able to tell them some things about our experience.

What I want £o talk about next is some of our
-Apresént thinking on the revision of each of the law on
industrial property rights.
| First-point is the problem concerning adoption of
the subSﬁance patent_and multji-claims system in the

patent law and the utility models law.
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The Japanese Patent Offlce,con51der1ng both domestlc
and forelgn 91tuat10ns, has been undertaklng an examina-
tlon of thls problem since August 1971 The Industrial
Property Rev1ew Council decided to-adopt both of these
in September of this year and they are now bu51ly
engaged in wrltlng the artlcles of reV151on.' |

"&he bill for revision is to be 1ntroduced'in an
ordinary session of theJDiet'atwthe_end-ef this year.

.The second point'eoneerns ‘the prebiem ef;trademarks.

There were approximately lQ0,00b trademark.applica-
tions in Japan durlng the 1973 flscal year. This number
is 3.3 times that of ten years ago. In the flgures for
fiscal_l972' the increase for the Unlted States in ten
years.was enly'39 percent, in.Great Britain 32 percent,
and inléermany'there'was a decrease.of 4:percent

In absolute flgures, the appllcatlons for trade-
marks in Japan of 1971 were 4. 3 times that of the
.Unlted States, 9.1 times that for England and ﬂ 5 times
that of Germany. ’ 17 |

| Suspended applications in Japan.at‘the end of
August, 1974 were 510,000 and the average disPOSal period
was 4 years'and 3 months. This is eractlyhthe same kind
of situation that patents and utility models'were in 4

or 5 years ago.




‘Wé begén to examine how to get out of this situation
in February of this year and at lastjreached a gene:ali
préposal iﬁ Septémber. In the Japanese_t?ademark law,
only the intent to use.is necessary for registration,
and it does not make any considefation whether the
tfadematk used in faqt{

Becauée the current system is assigned'a'duty to
trace the actual ﬁse of trademarké affer registration,
it is estimated that we have the uhfortunéte situatioﬁ
where more than half of t:ademarks now'reéistered are
not in use.

| By projécted countermeasﬁres,we_intend to restrict
the application and rejistratioﬁ_of'trademarks which
will_not be used-.by returning to the original meaning
of the trademark\éystem,which protects the trademark, |
'giving the ability to distinguish one product from
another_throagh its use, and by making use of trademarks
obligatory. . |

This law will bring us much closer to fhe.situa-
tion as‘provided for by the United States Trademark laws.
I have heard that because of introduction Qf TRT, the
| U.S. has considered revising their law which will revefse
the trend,makiﬁg the situation more like the present

one 'in Japan. As I mentioned before,I visited the U.S.
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. Patent Office in July, my-chief purpose being to
examine how the United States Trademark Laws;are run
ahd to have an exchange'of opinions.

| Whiie each nation has had varied Expérience, it
seems that those of the ;egisfration-type system are
‘moving_towaids a-use-type system and those of the
use-type system are moving toward registration—ﬁype
‘system. My impression is that the $YStems of the

ﬁarioﬁs nations, particularly those of the industrialized
countri_es,are coming more and more to resemble each other,

The plan is that the intended revision of the |
trademark law will be presented to the December Diet.
session,

In addition to this there are an increasing number.
of problems for the Japanese Patent Office such as the
classification of related documents, the computerizatidn
of office practices frém application to registration,
the mechanized reference of trademarké and so,oh.

The administration of patents in the domestic
area is also coming to a turning point. Howevet, we
intend to continue to make efforts that will correspoﬁd
with the demands of the times.

| Finally, I woﬁld like to say that I am deeply

impressed with the fact that this meeting is being held
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in Kyoto. fhis area has played:a.great'parﬁlih the
formation'of every important moment “in- our nation's
~history. As;.well.as having been the 'cap.i‘ta'l for most
of the nation's histofy and acting as.an_important
switch poinﬁlfor'the ageé, it is the place which has:
fused the most refined in-Japanese culture thrgughput
~ the ages.i,i hope that this meetingrwill promoté the
-mutual frieﬁdship'of the members of'the-japan~U.S.
Industriél Property Association .and that you fully
enjéy the late fall of the old capital ﬁhile we help

in possibly writing another.page. in history.

L




 GREETING AT PIPA KYOTO CONGRESS-1974

Chobei Takeda | ?
President, Takeda Chemical
Industries, Ltd. !

October 29; 1974

Mr. Komai, Honorable Chairman, the presideénts
of the_Americah and the Japanese Group, the distin-
guished guests and all the members of Pacific

Industrial Property Association:

It is a-real pleasure to me that I was invited
to the 5th epnual Congress of_the Association and te.
speak to you. o o .. |

~ As the_ﬁamejsPeaks efritselfg the supreme
eﬁjeets of PIPA, -I understand,lafe to;promote fhe :
improvement_ahd development of indust:iai property
systems from the viewpoint of indﬁstrialists in the

countries surrounding the Pacific Ocean and to .

endourage the_cooperation not only in economic
effeirsrbut also.in-the exchange of.teehnology among
these nations. I unde¥staha that, at presenﬁ, the
United States end Japan ﬁhd have a fairlymlqhg

history in the patent systems are jointly endeavpring

to foster this Association.,

.25




Such -a.collaboration in the field of industrial

properties is a matter for congratulation.
.._It';s?héédléssjﬁofgéy that to have a common

field of diééﬁSsibﬁerli'help deepen our mutual

understandiﬁ& oﬁnbfdféSSibnal matters. I think such

an occasion is very important in itself and it also

prdfi&eéhé‘ibcﬁS of'cdil&ﬁér&fiﬁﬁ”éﬁ:a éidﬁéi'sdéle.
e is'épparéﬁt.fréﬁ the history of Industrial

‘development that an exchange of tecﬁhﬁlpgyhébntribhtés

to the development of ecohbhy and brings about tech=

nological improvements in different regions, thereby
adding -much ﬁd the welfare of mankind.

Particﬁlarly in the post-war developﬁeht of'"' “
Japanesé7iﬁdﬁstfy and erhomy; Ehé;éctiﬁe £edhno1ogica1
introduction From tﬁe‘UniEed St;tésrhnd dd#ahéedl

European countries was an indispensable motive power

that made her industrial groﬁfh'é'realiﬁy; We cannot
overlook the existence and application of a wholesome
patent system as a contributive factor that enabled

this brisk'Eechnologicai introduction to take piace.

It seems to me that today the industrial
property system everywhere is heading for more of an
international harmdney;' For'instande;“Patent Cobpera?

tion Treaty, Eurcpean Patent Convention and Trademark
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Treaty are_recognized as the Case:of‘international‘-
coopgraﬁion;' | | '

In Japan, to make her systems;up_to date and
’more;qfﬁinternational.scaieﬁftheqadoptiqn of éfqduqt
patents and multiple claiming is,ngw;being,reaiizéé:,
in the near future, whilé the,quesg;on;quimprévingi_5
our trademark systemgisuabsq_Fnder;qqnside:étioﬁ.,

We believe that these-revisiogsrwill be included_in=_
the.agenda of forihcomipg‘sgssions;of the;NatiQnal
Diet. | .

I hear_alsd in the United States, revision pf
the systems is under deliberation and‘I“hoée‘such ,
revision-will-be_direc;ed for-makiﬁg the systems.
more international in character. Moves of this kind
in ahy country.are,kqf'course, intendedlﬁo make her
domestic laws and,institutions.more‘suitable to her
role as an industrial nation in the free ﬁorld.

Such.moves alsolreflegt the determination of
the particular nation to orient herselﬁ_in\tﬁe cur-
rents of ihtérnétional collaborgtion.

I think it is a very welcome trend that the
industrial property systems'are<getting more -and more
unified on an international basis. In order that

intangible properties such as inventions and new
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devices may be affdrded-adequate protection everywhere
in the world, it is desirable that the difference in
more or less individualized systems among various
countries will be minimized or that a unified s§stem
of patent law will be instituted and enforced across
the political boundaries. |

When such a picture is brbught to_lifé, the -
enterprises of various countries will be afforded
chances of fair competition on eqﬁal'terms. Should
a rational international cooperation be séughﬁ'in
earnest  and realizédlin the realms of politicé,
economy and society, then the dream of constructin§
a world nation named ffeedom and worthy of .the name
finally come true.

I hope that in the forthcoming sessions of this
‘Congress, dis¢u$$i9ns and suggestions will be made
by you exéerts along the line of international cooper-
ation so that the results of the sessions will be |
fruitful for the benefit of all concerned. |

Thank you wvery much.




"THE PRESENT SITUATiON AND FUTURE PROSPECTS
OF PATENT ADMINISTRATION IN JAPAN"

Kotaro Otani

Engineer General

Japanese_Patent Office
Ladies and Gentlemén-:

It ié my great pieasuréién& honor to have dﬁ:dpﬁortunity
to make a speech to.you at'thié quto Internationai Congress of
Pacific iﬁdustrial Propérty Associétion.

I wcﬁld like fo_make a speech on the subjegt 6fi"The_present
situatioﬁ andrfutufe prospects of patent administration in Japén";.
As you probably know well, our patent systém_was revised and the
present patéﬁt an.d- .ﬁtilj..ty model 1egiélation came into force on
January l; 197i. The current legislation provides for filing of
request fdf examination and for so called'eighteen mdnths_quliéaf
tion of applications. |

At the end of 1970, the number of pending pétgﬁt' and N
utility.mddel appiicétions was.approiimétely 870,000 which meant
a stockpile {backlog) of 5 years and 3 monfhs measured by the
examining caﬁacity for patent and utility model at that time.

The long delay in exémination was causiﬁg much inéonﬁenienqe to

the applicants. But by adopting the above examination'request'
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system, as weli'as institutiﬁg'so;cailed*"compadt”pfOSeCution" of
applicafipns filed ﬁﬁder fhe;old laﬁs ﬁhi;h:i expléinéd to you
at the Tokyo Céngresslof PIPAlZ yéars agd, aatisfgctorj resulfs
becamefapgéféﬁéf‘Agﬁvfhe eﬁd of June this yeér, the number of
ﬁehéiﬁg’pétéﬁtiand“ufility model applications decreased to appro-
kimately 550,000 which is the total of pendingzapplipatigng
under the oidlgs and those requested examination under the.
presgntjlaws,,;Ithmeansra_stockpile of 2 years aﬂd 7 months by
the pres&ﬁf capacity for'examinati@n.in ;ur Patent Office. In.
.othef_words, the processing has become accglerated. We hop§ that
by the end §f this fiséal year, which is the end of March next‘ |
year, the finai dispOsal will be given té thg majorify.of,ﬂ
applicatipns filed.#nder the old iaws, thougﬁaﬁﬁmrt-pf‘such
- applications maj be.lgft over. In fact_we'have al;eady bégun
'e#aminatiqn,of applications which were filéd_under the current
laws iﬁ variousétechnical fields and the numbgr.ofrfields has .
been incfeasiﬁé. Ngxt year we expect to examipé applications
filed under the present laws in most of techrical fields. In
examination of épplications fiied under the present laws we will
stop in pripcipie_the above mentidned "@ompact érosecutiOnﬂ, sﬁch
as giving priorﬁfy of beginning examination of applications but
‘deferring the final disposal if it was considered that thereafter

prosecution of'examination of such applications would take much time.




__Howeveg,_for instance,_strengthening interviews with an applicant
cannot substantially be said a part.of '"compact prosecufién”,'so
W9¢5b311 keep them up. |
 ‘Need1§ss.to say_that:we will make oﬁr every effort to
inqreasing the.qumber.ofrexaminefs,_Strengthéning the.brganiza—
tion, and ingrgasing efficiency in,examination prgctices,.etcr
with the target of reductién iﬁ'tﬁe near future of the peﬁding
number pflapplications to a stockpile of 2 years as measured by
qurggxémining capacity. - |

‘Next, I wish to mention the planning revision‘of our
éqrrent pateﬁtxlegislation. You are'probably aware that we are
studying to grant patents to.chemical and pharmacauticai products,
as well as to foods and drinks,_which are.not patentable in Japan
at preseﬁt. These itéms are now patentable in most of developed
countries,:andralso they are patentable by the European Patent.
Convention concluded last October.

Another point is the_questién:of‘"multiplg claims system.
for one invention". Providiﬁg "multiple plaiﬁs system for'oﬁe
invention™ clarifies the scope of patent right of a pateﬁtee,
and gives convenience of interpretation of patent right to a
third person. It 1s also necessary to adopt it for Japan to

become a party to PCT.
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We havé alréeady obtained the final report of the '"Industrial

Property Deliﬁerative Council™ in Japén'on'fhe revision of our

current legislation, concerning the above 2 prbblems. ‘We are now

studying to meke a draft legislation and a draft manual on practice

based on the content of the above report. Further, the principle

of multiple claims system for one device on utility model is

oo the :
included in the above report oqhyIndqstrial Property Deliberative
Council™.

The sbove draft legislation is expected to be submitted to

the next ordinary session of our National Diet. 1If progress is

made as expected, deliberations will take place in the Diet

‘segsion next spring.

‘Although it is outside my jurisdiction, I wish to add we
are-studying revision of our trademarkflaw. The number of
trademark'applﬁcations in Japan is_amounting-to a tremendous
figure, and its increase seems extraordinary; As our capacity

for examining such applications did not match such an increase,

we have approximately 500,000 pending applications as of the
‘end of June'this yeaf_which means a Stockpilé of &4 years and
3 months'measﬁred by our current examining capacity for trade-
mark. Such deiay in‘examination must be eliminated in view of

the inconvenience to the applicants and also in view of our
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futufe'bartieipation in TRT.which was concluded in June last
yéat.. Therefore with the aim of repre551ng trademark appllca-
tlons, particularly laylng empha51s on the pr1nc1ple of use,
we are studylng the revision of our legislation. The teterim
report on the rev1$i£n:g¥3tgg%%§%§g3§1£§'Property Dellberatlve
Coun01l" was issued last month. If possible, we hope to_present
.a draft-revisien t0O the next ordinarj’seséion of our\Natiqnal
Diet,.eiﬁuiteneoﬁsly eith the draftklegislation for_patent and
utility model.
Next'we come to_the affairs in the internatidnal fields;
.We have alreadj submltted to our National Diet for

ratlflcatlog:&he Convention establlshlng WIPO Stockholm Act
of Parls Conventlon for the Protectlon of Industrial Property;
and Addltlona_ Act of Stockholm of Madrld Agreement for the
Repre551on of False or Deceptlve Indlcatlons of Source on Goods,
but the dellberatlons'on them were not taken place ;n the last
session of the Diet, and they are still pendlng.

| As for PCT, the problem of multiple clalms system for
one.invention required for it is being studied by us, and,
prior to.our ratificetion of PCT, we ate trying to revise.our
national 1egielation concerning the abote point as I mentioned

before.
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. Ag for IPC, ﬁe understand by the_latgst infcrmatioﬁ that
the Stra_ébourg Agreémgn'otr;\ucwgffic%r%e Iil;%o for:ce in Oc-tober.nex-t'
year. In Japan, we have been pgtting.IPC on patent and utilitjf
model examined publications_aldpg:with Japanese.Patent Classifi-
cation sincga October 1ast-'_ year.‘i And \}.'reare: alsoplanning to put
IrC on\our‘patént and utilify model eightéen.months publicatioﬁs

: ne;t year, a$ong With'Japanese-Patent

Classificafion. 'W¢ hope to ratify the Strasbbufg“ﬂgreement
cdngerning IPC as early as possible. |

Now, T would like to tell you some internétio_nal current .
topics.. I'participatea in WIPO General Assembly, CoordinatiOn
Comnittee and other meetings held in Geneva from last month to
this month. And T participated also in the Symposium.oh_
"Role bf Patent Informatipn in Resegrch‘aﬁd Development' held
in_Moscqw this month. I believe that_you"aré aware that at the _
WIPO meetings, the'problems COncerning'dévéloping countries haﬁe
been gradually activated. At the'aﬁ¢ve General Assembly the
Draft Agreement.between WIPO and the:Unitea Nations was approved.
When it would be approved at the General Assembly of the United
- Natioms, it would entér into force and WIPO would be a-specializ-
ed agency of the Unitéd Nations.‘ The queétion of transfer of

technology to developing countries will become a major problem
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to be,discusséd at WIPO meetings from now on. Assfor_us, we

_shall continue to study the new developments as mentioned above.

Further, T will meﬁtion the proposal made by India in the extra-
brdinary session_of.WIPO Coordination Committee held last June.
o# revision.éf_fhe‘Péris Convention.for the Protection of
-Industriai Property to bring benefits tO-devgloping countries.
| At.the WIPO Coqrdination Committee in Geneva lasf'monthﬁ it was
“ dééided to hold the first mgeting for its discugsion_in:February;

next ‘year. The above proposal will surely become a new pfob;em.

to be.discussed concerning industrigllproperty_in the world.
At the Moscow Symposium, I had the chance to listen to
meaningful léctures delivered by mény distinguished lecturers

‘ the
including Mr. Dann, Commissioner of,U.S. Patent Office. I

think the Symposium was é great success and T had a ﬁery googd

' hetween
study. I spoke on the subject of "Cooperation A the Japanese.

Patent Office, JAPATIC (Japan Patent Information Center) and.

Japanese industry™ and I felt honored as it seemed to have

caused a great reaction. I was particularly impressed_that

many people seemed to be much interested in the joint study of
a future plan of the Japanese Patent Office and JAPATIC fo ]
issue abstracts in English of Japanese patents, as, iﬁ spite of :

the fact the Japanese patents are drawing a world wide interest,
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they are not ﬁtilizedso much as‘désired due to the language
barrier; and also in view of the future étatus of Jépanese pateﬁts
in the minimuﬁ'dccumentatioxi of PCT. "To _mate‘ria’lize the above
-plan we need é large amount of fund, and sd; ﬁé-WOUid éncdunfér
many difficuléiés,.but nevertheless, we wish'td try to méke.our
utmost efforf;oh the matter.

Finally,.I hope that opinions on problens concerﬁing patent
system would hé'frgnkly exchangéd between the United States and
Japan for the aim of contribﬁtiﬁg'towardtthe'prdgress_of'paten%
system in the world. I expect that through the activities of
Pacific Industrial Property Association, mutual c.o_'opération

between our two countries would'be-promofed further.

‘Thank you very much.
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CLOSING ADDRESS .
' by C. Cornell ‘Remsen,,.Jr.
President, U.S. Group
October 31, 1974 Kyota

- Mr. Suzuki and fellow members of PIPA,

“In reviéwing and bringing to a close this 5th PIPA Congress,
three significant factofs or poinis em‘erée, with respect to which I believe

comment is desirable and to which I shall confine my remarks. .

First, while it is not a substantive point, is the_hospitality, _

kindness and consideration which have been shown by the Japanese Group
in the preparation and execution of the amenities of this Congress in Kyoto,

including the excellent reception on Tvesday évenin_g. To Mr. Suzuki and

all of those who had the responsibility of organizing this meeting go the

thanks of each and every at_teﬁdee of the American Group. In particular, .wé
wiish‘ to extend our appreciétion to the following w.orkers behind the Sce_nes:
‘ ‘Mr. Kenji Mashio ' | |
‘Mr. Hiroshi Ohkawa
Mr. Hideo Doi
_ Mr, Masahéru Kubo

Mr, Hajime Hiramatsu

Miss Keiko Asai
as well as to'the Confererice interpreters, We cannot Vo{rerl'ook, 'moreﬁver,
the effort made by somaﬁy of the Japanese Group to .gi.ve their ;_‘Jrels‘en"ca‘tions
directly in Engiisﬁ. We may, in our own way, tfy té_-reciproééte your hosrpiil_:ali.tf
when you visit us in the United Stétes but the time wheﬁ We shall be ai:le to t

give our presentations in Japanese is not, I am sorry to say, in the foreseeable’

iuture -
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Secondly, I wish to commeént upon:the a¢tual discussions wh1ch

have taken place here 1n-Kyoto. We cannot but be extremely pleased with

the interest in our organization and the problems of technical interchange
~as expressed by the Honorary Chairman, Mr. Komai and Mr, Takeda. I shall

ask Mr. Suzuki to again convey the appreciation of the American Gr'onp' to

both of these Vgentlemen' for their attendance and.rec_o'cjni-t‘ion o'f_'somef o.f' the
problems we are attempting to solve. We also are: mos‘t':._a.ppr'ec'iat'ive'.of the
time given to us by both Mr. Saito and Mr. Otani timetakenfromwhat I
am sure is a very full schedule. | )
| I have taken it upon myself to convey the thanks of our rneeting
to Mr. I:‘.rickson for hisexoellent talk, I believe it to be a 51gn -of the )
' maturity which this organization has attained to provoke the interest of tl'ae

United States Government as represented by the interest in our activities

'shown by Mr. Erickso-n. He in turn was extremely pleased to have_the B

opportunity of presenting his views to this group
Insofar as our own actual program 1s concerned I believe I can

speak for all of the American Group when I say that each and every paper was

of interest. The “batting average' of intellectual content was much higher
than that ‘of most meetmgs which I have attended on patent and trademark
matters which, rather frankly, can often be rather dull. Our particular thanks
must go-to the various committees and their respectwe chair persons for the
consistently high Quality of the presented papers and we know that su_ch

quality only results from hard work. Out of this meeting, moreover, we have
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agreed on .a'representation on behalf of PIPA at the forthcoming WI'P'O meeting
relating to the Model Law for Deveioping Countries,. which is'a recognition of
PIPA in the world patent‘ community. . Another solid accomplishment is the
finalizing of the mediation rules and’ regulations which, if ratified by both
Groups will come into effect and place PIPA in a unique position for offering
the possibiiity of settling disputes in the industrial property field l

It is also. most pleasing to note cas 1 first did in San Francisco,
that all of us are now much freer in our open discussions than at’ some of onr

initial meetings. I helieve. that this results: both from the quality of the papers

" as mentioned above and also from the fact that many of us now know one

another better; We realize that if we submit an honest opi’nion on a_ sn—_bject,
that that opinion represents a point of view which should be gitren conslderation-,
and is not an adverse criticism of the person who has 'delivered the paper.
Perhaps we are maturing both: asﬂ an organization and in our personal relationships.
The third and final point and perhaps most important'.. \life"hatre ‘

discussed the past == but what of the future" At a prehminary meeting of the

'Joint Board of Governors and the committee chan‘men the view was expres sed -

. that possibly the time between meetings should be lengthened to -perhaps two |
years or eighteen mont'hs instead of one year.= The amount of work necessary

‘to prepare for an annual meeting was given as one reason, and perhaps some _ ‘.
people thought that we might run out of topics for discussion if we contim.led

to meet every year,




My first reaction was ‘o.ne of general agreement with t.hi's boint of
view, It does take a substantial amqunt of time to ‘prepare a géod p'aper, and
we are all buéy people with many dﬁt‘ies to our oﬁn employers ."':It is poss—i.ble_
that some day we could Tun out of topics for discussion and I cbmpleteiy agree
that when that day arrives, there is no point in meeting merely to fill the |

room with hot air. '

Upor_:_ refléction; however, I am not 1n a;:cord with the proposal to
have less frequent meetings. The progrém at fhis Congress clearly shows we
are not about to run out of .sigriificant topics to discuss. It is thé very nature
of our profes_siOn and the changing times that as soon -as' one m&tter appEa_rs. to
be settled, new .topics' of sqbstantial urgency will arise., In o.ur.prog”ram for
this Co.ngr'ess;, we discussed subjects which did not even e:xigt,_ s-ay, thr_ee_
years ago. ‘

As for the work im}olved . I cannot help but t.hin'k that it is a_-_-éood
x;nental discipline for all concerned. To have to review a subject and pre_se;ﬁ

- it in concise form sharpens the edge of o'ne'sl thinking process.-' It.is
unfortunate, however, that too oftén the tasks requested are performed =by too:
fow. -
I do not know the internal experience within the :Iapane'se_ Gr0up_'; ‘but
I kno_w that amoné the American Group we too often find the same -ﬁe_op'le volunteering
to do the work .7 I am going to do my best to obtain a br'oad(_er participation among

our many members and to emphasize that if a member agrees to undertake a job,
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he will complete it and cooperate with his Japanese counterpart, One only

~gets out of any organization what one puts into it, If we can obtain

contributions from many, nc one person or group of persons should feel

overburdened by sn annual meeting,

I wish to keep PIPA a going a_nd viable organization and not have

‘it die of attrition toward which I believe lengthening the time between meetings

could be a first step. We have matureﬂ internally and we have matux;ed _
externally to the point where.we are now recognized by wbrld organizations
and at least by our .respective governments. On licensing matters we do ha_ve_ .
an extremely active rival in the LES Qmup and we do not wish 1:9 give:up Sy |

default.our own particular concern with this most important subject. We go

" beyond LES in considering all éspects of intellectual property matters _of' '

concern to our two countries, We should expand by creating more interest in
a trﬁe Pacific organization for our friends in both Canada and Australi_a: and )
I commend to oﬁr Board of Governors special action in this direction. 'ﬁo,
fellow me;mbers . I suggest that we are' maturing in our growth, but have not
yet 1:'nétured to the poipt of reaching our dotage.

| When we were in San Francisco, the Japanese Group already were
prepared .with the suggestion to have the next meeting_in.K-yoto. We are ﬁot
prepared t.o n_xake a posit;ve proposal, but I have rearne'd.that most of our |
Japanese friends would prefer the east coast of the United States. We have

some interes_ting and historic spots in that part of the country, such as
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Williamsburg, .Virgirﬁa , among others, and depending upon the tiﬁae'of'the
year,,will_ éhortly arrive at a posit'ive proposal.

In concluding, I wish to thank all of vou for your kindnesses and
support. ‘More importantly, I am grateful and honored for the opportunity to
have woriced with our over-all presidem;. Mr. Suzuki and to him personaliy and
through him to the entire Japanese Group again expre sé our appreciation for &
moét suc.qgssful Congress. To that end, I ask you to show this appreciation
by a rising vote of thénks to Mr. Suzuki.

Domo arigato.
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 JAPANESE GROUP -
COMMITTEE No.l October 29, 1974

THE MOVEMENT IN JAPAN FOR AMENDMENT OF PATENT LAW

TADAO NIIYA
SUMMARY - (Ruraray Co., Ltd. )

The ex1st1ng Patent Law of Japan as
amended across the board in 1959 prov1des
that no patents shall be granted for inven-

- tions of chemical products, pharmaceutlcals,
foods and luxury items and prqblaims that the
scope of demand for patent may be stated only

in one claim for any single invention. While
the argument had persisted since the amend-
ment of 1959 that the Patent Law should ne
reviged 1n these two aspects as well, a strong

1mpetu% in this direction was provided by the
national determination that Japan should ve =
party to PCT.‘ The Industrial Property Council |
t0 which Minister of International Trade and
Industry had turned for recommendations deli-
berated over the matters for more than three
years and, on September 17, 1974, came up with

‘the "Recommendation" in which soth a product
patent system and a multiple-claim system were

advocated. The recommendation was the culmi-
nation of interim reports Which had bheen pUbn
lished on January 28, 1974 and it was around
this time that the Patent Office started
preparatlon for an amendment of the Law Wlth

the target date of enforcement veing set at
the beginning of 1976 and for the drafting of
guidelines, examination standard and so on.
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INTRODUCTION

In fhe Taten+JLaw of Japan as radically amended in
1959, there. were - 1ncluded by the partial amendment of
1970 the early appllcatlon laying-open system and the
examination request system. However, there still
remalned unpatentable, even after this amendment of 1aw,
inventions of chemical products, pharmaceutlcale, foods
and oeverages, and luxury items. Further, the system in
which the scope of demand for patent may be stated only
in one claim for one invention survived the amendment.

These two eyetemo were already studied and dis-
cussed in- the course of deliberation for the amenament
of 1959 but the Council for Revision of the Industrlal
Property System to which these questions had been'eubmit—
taq for deliberation, came up with the felleWing‘reeom—
mendations, With regard to chemical products, paffiy in
_consideration of, for instance, the result ef'a*pubiic-_
epinion sur&ey conducted in the course of deliberation,
the Council concluded that "{the question) should be
studied anew when it was made imperative to do so by the
future advance of chemical technology in this country as
well as by the international trend", and,'accordihgly,
came up with the recommendation that such products
should remain unpatentable. As to the prospective
legislationfallowing the scope of demand for patent to
be stated iﬁ a plurality of claime, while it reached the
conclusion,ésomewhere in the course of deliberation,
that the‘syetemrsh0u1d be adopted, the Council in the
last did not go beyond approving the exception that two
. 0T ‘more inventians'could be eonsolidated in a single
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application.shduld certain conditions be satisfied, thus
_adhering to. the time-honored restriction allowihg only

a single claim for one invention. Incidentally, this
dismissal of the proposal to allow a plurality of claims
for one invention_séemed_to have been occasioned by the
negative reasoning that they should avoid the transient
confusions that might arise due to the consequent neces-
8ity of interfering with the estadlished concept_of fhe
"unity of invention" in this country.

_ Since 1966, however, the Patent Cooperation Treaty
(PCT) has been on the agenda of meetings of BIRPI éﬁd,
thereafter the globalization of patent practice has come
to bé.deliberated_by various groups.concerned. More-
over, the revision of law to help the Patent Office
reduce its backlogs has become an important sudject of
study. These developments provided a significant im-
petus to the position that the paten%anility of chemicsl
products and the allowance of a plufality of claims as
well should ve made into law at the same opportﬁnity.
However, since the llquldatlon of packlogs was SO urgent
a requirement, it was decided then to study the two
problems separately and, in 1970 the law was amended
only to let the early laying-open system and the
examinatioh request system go ahead, the other provi-
sions of law veing left intact for future revisions.
ouhsequently the Patent Office decided that the minimum
necessary amendment of law should be made to allgn the

apanese bractlce w1th the principles of PCT and;tm
hig degision, 1nls er of Enterna ional T?a is %rf
ed, the Industrial Property Council to formulate per nen
récommendations. Theretupon, the Committee for Revision
of Systems of the said Council organized a Subcommittee
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on Product Patents and a Subcommittee on Multiple

Claiming, The subcommittees held more than twenty
meetingS'Where-the opinions of tne Patent Office,

private organizations, etc. were reflected. '

On December 27, 1973, the two subcommittees sub-
mitted reports to the Committee for Revision of Systems
of the Industrial Property Council. These reports were
accepted by the general assembly of the Council on
January 28, 1974 and were published as interim'reports"
from the Committee for Revision of Systems, Thereafter,
the Industrial Property Council held a general assembly
on September 17, 1974 and submitted to Minister of Inter-
national Trade and TIndustry the Recommendation whose
contents were substantially unchanged from the above-
mentioned interim report.

' The Recommendation recommended the legislature to
delete items 1 through 3 of Article 32 of the Patent ILaw
which provisions had made chemical products and other
things unpatentable, and to amend Paragraph 5 of Article
36 of the Patent Iaw to allow statement of a plurality
of claimg for one invention. Therefore, the Recommenda-
tion may be said to have set & basic guidline for the
future amendment of law in these aspects. The Govern-
ment wishes to submit the amendment bill to the regular
meeting of the National Diet to be convened at the end
of December of 1974, have the bill passed by the Diet in
the first half of 1975 and have the revised law brought
into force at the beginning or at latest April of 1976.

The contemplated revisions of the law pertain only
to ‘the above two aspects and it is anticipated that the
altefations in the language of law will not be so
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extensive. However, since the two revisions are tant-
amount to modifying the patent system of Japan which has
béen congsistently maintained even since many years before
the amendment of 1921, it is certain that some major
problems will arise as to how the new systems should be
actually enforced.

In this connection, the Patent Office made a stﬁdy
on its own as to the question of how, after the coming
into effect of the new systems, appliéations should bhe
examined, and expedited its work on drafting guidelines

for enforcement of these systems. At the end of August,

1974, while awaiting the formal Recommendation of the

"Council, the Patent Office completed.a first draft of

Guidelines of Enforcement and released it to various
organizations, etc. with a solicitation of comments.
This draft is now under deliberation. It has not been
finally approved and there still is a fair amount of
leeway for alteration but the draft appears to reflect
the pasic way of thinking of the Patent Office. ' Thus,
the following is a general review of the contents of the
Recommendation from the Industrial Property Council and
the above-mentioned draft of the Guidelines of Enforce-
ment and a report recapitulating the direction of move-

- ments here for revision of the Patent ILaw of Japan as

based on the latest available information.

Incidentzlly, of the two aspects of amendment of
the Japanese Patent Law which are dealt with in this
report, the system in favor of a plurality of claims for
one invention was already reported in a paper éubmitted
to the San Francisco Congress of last year and, in the.
following, therefore,'the results of deliberation over
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this matter Which was made after the perio&'oovered by3
the previous report will be later reviewed in this
'report. '

PATENT PRACTICH RELATING T0 CHEMICAL PRODUCTS,
: PHARMA:CEUT TCALS, FOODS AND BEVERAGES, EC.

Malnly from the standp01nts of industrial pOllCleS
and of enuurlng a security of natlonal llfe, the exist-
- ing Patent Law of Japan proclaims that chemlcal_produets,
pharmaceutieals, foods, etc. are unpatentable, but the
Committee for Revision of Systems of the Industrial
ProPerty Goun01l in its meeting of Januery'28 1974,
arrived at the conclusion, on the basis of the report of
“the Suocomm;ttee on Product Patente, one of its subcom—
mittees,fthdt there should ne instituted a patent system
for chemical products, phermaceuticals, foods, etc.
(exclusive df inventions of the substances to be pro-
duced by methods 1nvolv1ng nuclear transformatlons)

The draft Recommendatlon which was flnally adopted by
the general assembly of the Industrial Property Council
on September 17, 1974 followed this conclusion of the
interim report. The four major reasons have been cited
for this conclusion.
1. To encourage original inventions and to provide
more than ordinary protection to these inventions.
2. To prevent useless litigations concerning patent
infringements., _
3.  To reduce the number of wasteful patent applica-
' tions.f
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4. To pay a regard td the trends in overseas countries
and, more important, to accept the récbmmendation,
of the Lisbon Conference. , i 7 '
With the introduction of new provisions of law =

bestowing patentability on chemical products,vpharmaCeﬁw

ticals,foods and certain othér products,.the systéMé for
technological research in Japan are expected_to change
gradually from the conventional syStems cénfered.around
the'development of new pfoduction processes to those
aimed at developing new products.

(1) Description in the specification of a chemical
product patent '

In the scope of demand for patent (or nelaim"), a
chemical product patent application need not recite the
usesg of the product. The claim can be framed by means
of rnothing but a description'of the chemical product.
However, it is necessary to describe, in the detailed
explanatibn of the invention, at least one of uses for
the product and at least one process for its production.
Since a description of uses is essential to the showing
of the amenability of any particular chemical product to
industrial utilization, it should be specific enough,
although it may not be detailed. For example, the
'déclératiqn that it is ‘'a medicine' is not enough but a
gstatement as specific as 'a hypotensive drug', together
with a ground of its being such and such, is required,

| ~Purthermore, one or more production processes must
be described as proof of the effect of the particular
chemical product invention., There is a complete-spect-
rum of pros and cons as to the product-by-process claims
for chemical products but the dominant view is that the
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-'producthy—procéss‘ expression may be included in the
claim only when the particular chemical product can not
be specified by its chemiecal structure or properties
alone. f | B B o '

Even if;a plurality of chemical'products are
involved, insofar as the products are reasonably sub-
sumable in a generic category, i.e. collectively defin-
able by means of a general formula, or the ﬁroducts in
Question have some common featurés in chemical structure
and ‘similar properties, that is to say the products can
be covered by a Markush-type claim as the term is used
in the United States, the application may cover them in
a single claim. | ' ‘ -

In this connection, after the coming into effect
of the contemplated mulfiple-claim system, claims for
individual chemical products or chemical products sub-
sumable in some specific categories, for instance,

Aside'from'the above approach, the applicant has
at his dispoéal the consolidated application system of
the law (theiproviso to Article 38 of the Patent Iaw)
under which é chemical product, a method for its manu-
facture and/or its use may be claimed in a single speci-
fication by way of "consolidation". _

' The relation of multiple claiming to consolidated
applications will be explained hereinafter,

It is the current view of the Patent Office of
Japan that a high molecular substance should be specifi-
ed in terms of the elements representing its structure
(Note 1) and that should such elements prove inadequate
to provide a discrete picture of the substance, the
eleﬁents repfesenting its'properties (Note 2) should
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well be additionally provided in quantitative terms.

{2) Descriptions in the specifications éf.pharmaééutiF
cal, food and luxury product patents

It is a rule that, in the case of pharmaceutical,
fdod-or luxury product patents,-the élaim is directed to
a shape, structure or composition, a combination of com-
ponents or a comoination of such elements but the inven-
tion may be claimed in the product-by-process manner
where the above means are not adequate to describe the
product. It is controversial whether the scope of .
pratent protection sought by such a product-by-process
‘claim extends to the identical product manufactured by
a different production method, but the preponderance of
opinion favors the position that protection is afforded
dnly to the product manufactured by the specified produc—
tion method, not extending to the product manufactured
by such a different production method. o

‘ As to the inventions of use of pharmaceuticals,
foods or luxury products, no claim comprised of elements
representing properties of the product is allowed as a
principle. |

(Note 1) The elements representing the structure of

a high molecular substance: (4) recurring units, (B)
molecular weight, (C)} orientation (homo, block, graft,
head-tail, etc.), (D) features of parts or moieties
(degree of branching, substituents, double bonds, degree
of cross-linking, terminal or end-groups, etc.) and (E)
steric features (stereo-regularity, etc.).

(Note 2) The elements representing the properties of
a high molecular substance: (A) crystallinity, viscosity,
secondary transition point and density, (B) tensile
strength, elongation, modulus of elasticity, hardness
and impact strength, (C) clarity and refractive index.
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(3} Chemical product patents_gg naturally-occurring
substances and intermediates

Patents are not issued for chemical substances
which obviously are naturally-occurring. Thus, even if

the chemicél product is a synthesized one, it is not
amenable to patentability insofar as it can be identi-
fied with a naturally-occurring product. Furthermore,
no patent is granted for a'product-represénting nothing
but an improvement in purity which has been realizédlby
an artificial separation, purification or other proce-
~dure. If, however, in a chemical product which has been
artificialiy‘isolated, purified or synthesized, there
exists an unexpected physicochemical property or an un-—
expectéd‘sdrt'of_usefulness, a patent will occasiqnally
be issued. Even in such an instance, the validity of 
the conferred patent'right does not extend to the
corresponding naturallj—bccurring substances,

An intermediate is defined as a substance which.is
synthesized in the course of manufacture of a chemical
'produét and which, by itself, is devoid of usefulness
except~thatfit serves as a material for synthesis of the
final product. BSuch an intermediate will be deemed to
pe fully patentable even if the substance as such finds
no commercial application, provided that its utility can
be established in its relation to the finsl product.

- (4) Pharmafceutical'pategts_J food patents and luxury
product;patents

Because pharmaéeutiéals, foods and the so-called
‘luxury'itEmé_are more or less related to the biology of
man, patents in these fields of art are svbject to some
special requirements, exémples of which are tbxicity
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(tolerance) tests, demonstration of effects, etc.

In addition, since these patents are sorts of
patents of use related to some specific uses of medi-
cines, foods or luxury items; they are esséntially sub-
Ject to the general pr1n01ples of use patents. |

. Generally speaking, patents are granted for inven-
tions of substances with such limitations of use only
when their inventive steps are provided bdy such limita-
tions, it is natural that the scopes. of the patent
rights so conferred be limited to the partlcular use or
uses claimed. - :_

In view of a special situation surrounding pharma-
ceutical patents, it is contemplated to insert a provi-
sion to the effect that the validity of such patents
does not extend to the physicians' acts of filiing their
own prescriptions and similar filling work of others
based on physicians' prescriptions. '

(5) Inventions of use of chemical products

- An invention relating to a new use for any chemical
product is patentable as an invention of use'irrespecé.
 tive of whether the product is new or kndwn; As Tregards
the manner of claiming an invention of use, whereas
applications are in many cases rejected in the United
States unless the inventions are claimed in terms of
'process or method', both of "product" and "process"
claims are alloved in Japan. The following examples may
be pertinent. '

1. {(a) An insecticide comprised predominantly of
- substance A
(b) . 4 method for eradicating 1nsects comprlslng
the use of substance A

2. -(a)_‘A_method of plasticizing. substance B compris-
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ing the addition of substance A to substance B.
% 4 composition comprising substance B and subs-
-tance 4 which is a plasticizing agent.
(e) Substance A which is a plastlclzer for subs-
tance Be : :

It need not be stressed, h0wever, that the valldlty
of such a use patent does not ‘extend to uses other than
the particular use claimed. '

(6) Provisions for the adjustmegimof patenf rights.
‘The adjustment between a patentee or patent owner

.and a licensee,; or between a senior patentee and a
subordinate patentee should oy its nature be made by
negotistions between the parties. However, under the
patent law of Japan, the adjustment is made also by
supplemental prdcedures; i.e. by arbitration in the case
of non-working (Article 83), arbitration for the purposé
of working one's own patented invention (Article 92) or
arbitration for public interest (Article 93). These
procedures will be applicable to product patents;
pharmaceutical patents, food patents and luxury item
patents as well as to other patents.

The relation of subordination or depehdence arises
petween a senior chemical product ﬁatent and a juﬁior
process or use patent and an approval by a chemical
product patentee is required for the working of the
junior patented invention. Conversely, the senior
chemical product patentee is not allowed to use the
‘chemical product in applications claimed by the junior
invention of use. To ensure a fair adjustment of the
conflicting interests of these patentees, ‘it is contemp-
lated to add a new provision, such as the one mentioned
beldw, to the existing language of Article 92 of the
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Patent Law so as to facilitate the so-called cross-
licensing. | : _
A senior pstentee, when served with a demand

for arbitration from a junior patentee, may condi-

tion his granting of a2 license upon the granting

of a license under the junior patent right.
(7) The patentability of the invention of a chemical
analogy process and of a selection invention

Under a legal system where chemical products are
unpatentable, there has been in force, at least in prac-
tice, an expedient system under which, even if the
process per se for the production of a chemical product
appears to have no patentability, when the substance so
produced is new and has an unexpected'effeét, a patent
is granted on a claim fo‘a production process, that is
to say on a so-called chemical analogy process. There
is a prepOnderance-of opinion that this practice should
be abolished as it will lose its reason for existence
after the introduction of a chemical product patent
system but there also is a school of thought advocating
its continuance. Thus, the status of the practice is
still fluid and the question will be further studied in

the future. ' |

The practice of treating the invention of some
specific concept which is not disclosed in the specifi-
cation of a senior invention which is formulated in
géneric terms and which has a distinct characteristic
far removed from that of the senior invention, i.e. so-
called selection invention,as a distinct and separate
invention possessing an inventive step applies to chemi-
cal products as well as to other fields. In the field
of chemical products, however, it is anticipated that
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there will be comparativély,few cases of this variety.

ADOPTION OF A MULTIPLE-CLAIM SYSTEM

As regards the adoption of a mulfiple—ciaim system,
a first report entitled 'Study for Adoption of Multiple
Claiming in Japan' was presented at the San Francisco
Congress of 1973. However, as the result, of subsequent
deliberations, general courses of action have been set
as to most of the questions which were then termed
"matters on Wthh deliberations should be contlnued"
excepting some questions remaining yet to be de01ded
As to the questions which were termed "matters to which
members of the @ommittée-agreed", it has been decided
that some adjustments must be made, The following is a
summary of these developments.

(1) The concept of one invention and the unity of an
invention

‘The multiple-claim system is generally understood
ag "a system under which the scope of demand for patent
of the specification may be recited in two or more
claims", and this system is encountered without an
exception in American and ¥uropean countries. In Japan,

however, pecause of the express provision of Paragraph
5, Article 36 of the Patent Law which reads "In the
scope of demand for'patert -—- only the mattér'indis—
pensaole to the construction of the invention described
in the detailed explanation of the invention shall be
stated"”, the so-called claim has the character of bveing.
a definition of the invention as such and, accordingly,
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it is acknowledged that, as a rule, the scope of demand
for patent ought to be compriséd of a single claim.
There is, however, an exception to this one-claim-
ﬁer—application rule in that even two or more inventions,
when they are closely related to each other(for example,
when one is the invention of a product and the other:is
the invention of a process or apparatus for producing
the product), may be claimed in a single application.
That is to say, there is already a system of multiple
claimingifor a plurality of inventions_(the_proviéd'to
Article 38 of the Patent Law) which is known as the
consolidated application system. Fof'ﬁhis reas0n;‘coﬁ-.
flicting views were expressed in'thefcburse of delibera-
tion over the contemplated multipleéélaim system. Thus,
the group of practitioners, most of whom were members of
the Japan Patent Association and those of the Patent
Attorhéys Association of Japan concurred in the view
that "a multiple claiming of one invention should be al-
lowed by enlarging the concept of an invention to the
scope obtaining in American and Eufdpean countries with-
out being obssessed by the categorical way of thinking".
On the other hand, the group of judges and jurists were
of the opinion that "a multiple claiming of one inven-
tion could be adopted without altering the concept of
one invention". The recent Recommendation of the
- Industrial Property Council may be regarded as a comp-
romise of the two views. Thus, the concept'of one
invention was partiazlly enlarged and, in this connec-
tion, they came up with the following conclusion.

Should the concept of one invention be
expanded to the scope of practice which is current-
ly prevailing in American and European countries,
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the existing law would have to be drastically
amended and there would also be profound effects
upon the current examination and other practices.
‘Therefore, while the concept of one invention, the
rule of one invention per application and, as an
exception to the above rule, the concept of conso~
lidated applications are left intact, the follow-
ing measures ghould be taken to introduce & multi-
ple-claim system and to satisfy the requirement of
Rule 13 of PCT.

1. . The plurality of claims falling within the
purview of item 1 of the proviso to Article 38 of
the existing law are regarded as cone invention.

2. In addition to the inventions falling within
. the purviews of items 2 and 3 of the proviso to
_ Article 38 of the existing law, the two or more
inventions which satlsfy the follow1ng requirements
- may be consolidated in an-application.
' a) An invention of a thing and an invention of a
§ method involving the use of the thing, or
: b) An invention of the thing and an invention of
the thing with a specification of ifs use or uses.

In this connection, the Patent Office released on
August 22,'1974 when the Council was yet to submit the
Recommendation to the Government, the "Draft of the
Guidelines of Enforcement Relating to the Multiple-
‘Claim and Consolidated Application Systems" which des-
¢rives the specific procedures. However, these proce-
dures are not final as yet and a detailed report on this
gquestion will ve made at a future opportunity.

It should be mentioned, in this connection, that,

in the above draft, the Patent Office offers definitions
of the multiple-claim system and the consolidated appli-
cation systems. ‘

Since it is more than likely that these definitions
ﬁill be finally adépted, they will be quoted below.

The meaning of the multiple-~claim system:
The multiple-claim system means a system in
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which a plurality of scopes of demand for patent

" maey be stated for one invention.

(2)

The meaning of the consolidated appllcatlon system:

The consolidated application system means a -
system in which, as an exception to the one-inven-
tion-per-application system, a plurality of related
inventions may be clalmed as a group in one appli-
cation.

The statement in the scope of dpmand for: patent

Since, as mentioned in the precedlng sect;on, “the

onefinvention-per—application system now in forcekought
to be modified should & multiple-claim system be intro-
duced ~ the kecommendation concludes as follows.

Insofar as,. under Article 6 of PCT, a claim

is regarded as specifying the object for which

protection is sought, there is no reason that the
Fatent Iew of Japan alone should remain restricted
to the one-claim-per-invention principle. There~
fore, not only to contribute to the globalization
of patent practice but also to provide protection
to inventors and convenience to third parties,
Paragraphs 4 and 5, Article 36 of the existing law
should be amended to read substantially as followo.

1. In demanding a patent, a plurality of claims
may be stated for one invention.

2. In each claim, there shall be stated, based .
on the construction of the invention described in
the detailed explanation of the invention, the

‘matter for which the zpplicant seeks a patent for

the invention.

3 The statement in each claim shall be suffi-
ciently supported by the description in the detzil-
ed explanation of the invention.

Following the release of the interim report the

Patent Office made its policies clear about this stata-
ment in the scope of demand for patent in the above-
mentioned Draft of the Guidelines of Enforcement, sub-
atantially as follows. |

1. The recitation of a plurallty of claims for
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(3)

‘ohe invention is allowed wheén éach'of the claims

meets the following conditions.
A, The individual claims are expressed in terms
of the same category.
B, The individual claims have the same or common
ocbject or objects.
C. With respect to the main clalm, the subclalm
is of a specific (subordinate) or parallel”
in concept with respect to the concept of the main
claim or represents an addltlon of some condltlon
or condltlons. ' -

2. Two or more inventions of different categories
(an invention of a thing, an invention of a method
for producing the thing, an invention of a machine
or apparatus for producing the thing snd an’ inven-
tion directed to uses of the thing) may be con—.

- golidated in a single appllcatlon. _
-3, The multiple claiming under 1 above is al—-

lowed for each of the 1nvent10ns in g consollﬁated
application.

“Trisl for 1nvalldat10n of vatent

As regards this trlal Article 123 of the exiéting

Patent Law reads in part, "--- when the patent is such
that the scope of demand for patent relates to two or
. more inventions, such (invalidation) trial may be de-

manded for each invention", Thus, the existing law al-
ready provides for an invalidation trial relating to &
multiple claim, but the 'multiple claim’ as the term is
used in the context of the law refers to a consolidated
application under the proviso to Article 38.

Since, however, in the Recommendation, the ‘'multi-

plefolaim' under item 1 of the proviso to Article 38 is
regarded as being pertinent to one invention,_delibera—

tion was made over the question of how the in#alidation
trial for such a 'multiple claim' constituting one

invention should be dealt with. As the result of said

deliberation, the Recommendation recommends the follow-
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‘ing procedures.

1. The trial for invalidation of patent shall be
directed to one invention. :

2. In case a trial for 1nva11dat10n of patent is
demanded, when the cause of invalidity is elimina-
ted by the patentee's cancellation of some of the

- plurality of claims through the procedure of a
trial for amendment, the patent right shall remain
valid for the remaining claim or claims.

(4) Basing of the time limitation to amendment

As to amendment of & patent application pending in
the Patent Office, the time limitation of. Article 17°%S
is imposed upon the applicant before a ruling to publish
the application.  After the said ruling, the limita-
tions, as'to'both time and contents, of Article 64 are
imposed., . In the'recent deliseration for the revision
of law, thn 1atter question was discussed and in view
of the: antlclpated increase of instances under the
multlple-clalm system in which applications are reJected
for reasons of an unacceptable addltlon,,cancellatlon or
correction upon receipt of an opposition, it was pro-
posed and unanimously approved that, at the time of
demanding a trial against a ruling to reject the appli-
cation after publication, there should be allowed an
amendment of the claim at least within the scope of the
matters mentioned in the several items of Paragraph 1,
Article 64. 1In this obnnection, as a natural outcome
of the above revision, the so-called system of re-exami-
natlon in trial under Article lGlblS, Article 161ter
and Article 1619vater ghould apply to an appllca%;pn
after the ruling to publish the same as well, and, con-
sequently, it is_expected that the appligant will bene-
fit a great deal from the above revision.




(5)' Addltlonal patent right system , _
In. the previous report, it was mentloned that thls

system was still under deliberation. “The- Recommenda-

tion concluded that since this subject was not directly

related ‘to multiplegclaimingg the exiSting system
should remein as it was. In this connection, the
terminal discléimer:system as proposed by the Japan
Pateht Assoéiation was also pigeonholed.

(6) Irial for amendment

‘In the previous report, this questlon also was
mentioned as under deliberation. The Recommendation
concluded-that'the current practice should remain as it
was, o ‘ _ |

Incidéntally, as regards this trial for amendment,
deliberation was made on the basis of the proposal that
"gince, under a multiple~claim sysitem, claims of vary-
ing breadth can be stated from the start, the system of
trials for amendment directed to restriction of claims
should bve aovolished”. However, the system was decided
to continuelpartly because the last interim report did-
not adopt thé-b}aim cancellation system on which it was
previously reported that "--- members of the Committee
- agreed". ' |

(?) 'Partial carrying—forward of the application date

. The existing law, in its Article 53, Paragraphs 4,
5 and 6, provides that when amendment of the specifica=
tion before the ruling to publish the application has
been dismissed forfthe reason that it alters the gist
of ‘the Sﬁecification, the filing of a2 new application

with the_specification including the amendment shall be
so deemed that the original patent appllcatlon has been
- 62 -




withdfawn but the new application bve deemed to have veen
filed on the day on which the written amendment was |
submitted.

In this connection, the Japan Patent Association
had for some time insisted that, under this provision,
the filing of a new application should cause all the
claims to be carrled forward to the day on which the
written amendment was filed and, accordlngly, the . law
saould be amended,tp,;nclude-a system in which "the
application date will pe carried forward only for the
claim or claimé including the amendment" as in the

United StateSISystem_of continuation-in-part applica-
tions. Since it is expected that the introduction of
multlple clalmlng naturally results in more instences
in whlch amendments 1nclud1ng such an alteration of the
glst-of the ;nventlon will pbe made, the Association
advocated the revision strongly at the recent opportu-
nities of deliberation. The Recommendation, however,’
concluded that the partial carrying-forward of the '
application date should not be adopted only for the
reason that the question was not merely related to
multiple claiming. | | '

(8) Application of multiple claiming to ubility models
While it was a subject of serious debate how the

miltiple-claim system, if introduced into the Patent
Law, should apply to utlllty models, the Recommendatlon
report concluded as follows.

Two or more devices correspondlng to the
inventions within the purview of item 1 of the
proviso to Article 38 of the existing Patent law
may be recited in two or more claims in a single
appllcatWOn for utility model registration.

In this connection, the two or more devices
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shall be treated as one device.: ‘

Incidentally, the question was so settled partlv
because of the view that it is undesirable to adopt a
claiming system entirely different from that for patents
in the Utility Model Law which bears a close resemb-
ance to the Patent law and partly because of'the exigt~
ence of a strong demand in industrial circles which set
a great store by the utility model system for the
introduction 'of multiple claiming for utility models as
well., ‘ '

CONCLUSION

The foregoing is a review'of_the recent trends in
Japan relating to her'contemplaféd adoption of a product
patent system and a system allowing a plurality of
claims for one invention.  As already stated; these new
systems are expected‘tb take.effect at the begimming |
or at latest April of 1976. The contemplated general
framework of enforcement, while still fluid here and
there, has been taking a'definite shape and has al- - 
ready been on the agenda of the legislature. 'However,
as expressly stated in the Recommendation of the In-
dustrial ProPerty.Gouncil, these two systems will he
applying only to applications filed after the coming
into effect of the new law and no thought whatever secems
to have been given to the possipility of retroactive
application to applications filed before that daté.

‘ In any event, it is expected that the introduction
of these two systems into the Patent law of Japan will
contribute to the growth of Japanese industry.
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{ ANNEX)
Excerpt‘from_Japanese_Patent_Law _

ARTICLE 17 bis. An applicant for patent may, after
the expiration of one year and three months from the date
of filing of an application for patent but before the
transmittal of a copy of the ruling to the effect that the
application shall be published, make amendment to the
specification on the drawings attached to the request only
in the following cases:. o ' ' S

"~ (1) where the applicant makes a request for examina-
tion and amendment is made simultaneously with such a
request for examination; L o

(2) where the applicant has received a notice under
Article 48 quinquies (Request for examination) paragraph 2
and amendment is made within three months from the date on
which such a notice was received;

(3) where the applicant has received a notice under
Article 50 (Notification of reason for refusal) (including
the case of its application under Article 159 paragraph 2
{including the case of its application under Article 174
paragraph 1) and Article 161 ter paragraph 2; hereinafter
the same when referred to as '"Article 50" in this item)
and amendment is made within the time limit designated in
accordance with Article 50: . o . ;

(4) where the applicant demands a trial under Article
121 (Trial against examiner's decision of refusal) para-
graph 1 and amendment is made within thirty days from the
date of demanding the trial, :

(Unpatentable inventions) - S

ARTICLE 32, The inventions as mentioned below shall
not be patented, notwithstanding the provisions of Article
29 (Patentability of inventions%:: - I ‘

1) invention of food, drink or luxury provisions;

2) invention of medioines (viz. things used for
diagnosis, cure, medical treatment or prevention of diseas
ses of human beings; (hereinafter the same when referred
to as "medicines") or of the process to manufacture a
medicine by mixing two or more medicines;
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(3) .invention of a substance to be manufactured by
chemical process;
' (4) invention of a substance to be manufactured by
the process of atomic’ transformatlon, :

(5) invention which is liable to be contrary to
public order, morallty or publlc health

(Appllcation for. patent) o ‘ o

- ARTICLE 36. A person who desires to obtain a patent

shall submit to the Director-General of the Patent Office
a request 1nd1cat1ng the following:

(1) the name and the domicile or re51dence of the
applicant for patent, and in the case -of a legal entity,
the name of an officer entitled to represent it-'

(2) the date of submissionj -

ES the title of the 1nventlon' , ' ‘
4) the name and the domicile or re51dence of the
inventor. : :

2. The request shall be accompanied by the specifi-
cation stating therein the following, and the drawings if
necessary: '

(1) the title of the 1nvent10n' '

2) the brief explanation of the draw1ng5°
3} the detailed explanation of the 1nvent10n-
4) the claim(s). .

3. When it is desired to obtain a. patent of addition,
the relatlonshlp of the addition with respect to the ine
vention for which an application for patent of addition is
made shall be stated in the speclflcatlon.

4 The detailed explanatlon of the 1nvention under
paragraph 2 item (3) shall contain a statement of the
purpose, constitution and effeéct of the invention in such
a manner that the invention may easily be carried out by a

person having ordinary skill in the art to which the
1nvention pertains. _ S
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. 5. The claim under paragraph 2 item: (4) shall state-
only the features indispensable for the constitution of
the invention as descrlbed in the detalled explanation of
the 1nvent10n.ﬂ :

6., When an application for patent for two or more
inventions is made in one request in accordance with the
proviso to Article 38, the claim under’ paragraph 2 item
(4) shall be stated separately for each of the 1nvent10ns.'

(One applicatlon for one 1nvent10n)

ARTICLE 38, An application for patent shall be made
for each invention., Provided, however, that even with '
respect to two or more- 1nvent10ns, if such inventions have
any of the following relationship to one of said inventions
which is clalmed (hereinafter referred to as 'the specified
invention"), an application for patent may be made with one
and the same request as for the specified invention.

, (1) inventions which have as the substantial part of
the features indispensable for the constitution of the
inventions the whole or the substantial part of the features
indispensable for the constitution of the specified inven=- .
tion, and which achieve the same purpose as that of the
specified invention;

(2) when the specified invention is an invention of a
thing, inventions of processes for manufacturing the thing,
or inventions of machines, instruments, equlpment and -
others for manufacturing the thing;

(3) when the specified invention is an invention of a
process, inventions of machines," instruments, equipment and
others used dlrectly in the worklng of the inventlon of the
process.

(Dlsmlssal of amendment) '

ARTICLE 53, When amendment to the specificatlon or
drawings attached to the request is made before the trans-
mittal of a copy of the decision to the effect that the
application shall be published and such amendment is to
change the gist thereof, the examiner shall dismiss the
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amendment by a ruling.

_ 2. The ruling of dismissal under the preceding para-
graph shall be rendered in writing, stating the reasons
therefor.

_ 3, When the ruling of dismissal under paragraph 1

has been rendered, the examiner's decision with respect to
the application for patent (or the ruling to the effect '
that the application shall be published or the examiner's
decision to the effect that the application shall be
refused when the ruling of dismissal under paragraph 1 was
rendered prior to the ruling to the effect that the appli-
cation shall be published) shall not be rendered before
the expiration of thirty days from the date on which a
copy of that ruling was transmitted. '

4, When the applicant has made & new application for
patent for the invention as amended within thirty days
from the date on which a copy of the ruling of dismissal
under paragraph 1 was transmitted, the application for
patent shall be deemed to have been filed at the time of
submission of that amendment, However, this provision
shall not apply where the new application for patent is
either "another application for patent'" as referred to in
Article 29 bis of this Law or "an application for patent”
as referred to in Article 3 bis of the Utility Model Law,
for the purposes of the provisions of said Articles.

S. Wheh a new application for patent referred to in
the preceding paragraph has been made, the original
3pplication for patent shall be deemed to have been with-

rawn.

6. The two preceding paragraphs shall be applicable
only when the applicent has submitted to the Director-
General of the Patent Office, simultaneously with the
filing of that new patent application, .a written statement
to the effect that the application of the provisions of
paragraph 4 to the new application for patent as referred
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to in said paragraph is desired,

7. The examiner shall, when an applicant has demanded
a trial under Article 122 paragraph 1 against the ruling
of dismissal under paragraph 1, suspend examination of the
application for patent until the trial decision becomes
final and conclusive, . - -

(Amendment after ruling on publication of application)
ARTICLE 64, When an applicant for patent has received
a notice under Article 50 (Notification of reason for
refusal) after the transmittal of a copy of the ruling to
the effect that the application shall be published or an
opposition to the grant of patent has been filed, he may
amend the specification or drawings attached to the request
with respect to the matters as mentioned in the reasons for
the refusal or in the reasons for the opposition to the
grant of patent only within the time limit designated in
accordance with said Arti¢le 57 (Filing of opposition to
the grant of patent), provided, however, that the objects
of the amendment shall be limited to the following:
1) restriction of claim(s); R
2) rectification of errors in description;
(3) clarification of ambiguous description,

2, The provisions of Article 126 paragraph 2 and
Article 126 paragraph 3 shall apply mutations mutandis,
respectively, to the case under the proviso to the preced-
ing paragraph and to the case under item (1) of the preced-
ing paragraph. - ' : '

(Arbitration decision on establishment of a non-
- exclusive license in the case of non-working)
ARTICLE 83, When a patented invention has not been
adequately exploited continuously for three years or more
in Japan, a person who intends to exploit the patented
invention may request the patentee or the exclusive .
licensee to hold consultation on the grant of a non-




exclusive license thereon. ‘However, this provision shall .
not apply when a period of four years has not elapsed from
the date of filing of the application 1n respect of said
patented invention.;- B

2, When nb'agreement has been reached or it is im~
possible to hold consultations under thé preceding- para-~.
graph, a person who intends to exploit the patented inven=-
tion may make a request of the Director-General of the
Patent Office for an arbitration decision.

(Arbltratlon deci51on on establishment of a non-=

exclusive license for exploiting’ one s own patented

invention) :

ARTICLE 92, When a patented 1nvent10n falls under
any of the cases as provided fo in Article 72, the patentee
or exclusive licensee may request another person referred
to in said Article to hold consultations on the grant of a
non=-exclusive licanse for exploiting the patented invention
or of a non-exclusive license on the ut111ty model right or.
the design right.

2. When no agreement has been reached or it is impow
ssible to hold consultations under thé preceding paragraph,
. the patentee or exclusive licensee may make a request of
the Director-General of the Patent Office for’ an arbltra-
tion decision. ‘

3, If, in the case of the preceding paragraph the ‘
ovtablishment of the non-exclusive license injures unduly
the interest of another person referred to in Article 72
(Relationship with another person's patented invention,
etc.), the Director-General of the Patent Office shall not
render an arbitration decision to the- effect that the non-
exclusive license shall be granted o

4, The prov1310ns of Article 84 Article 85 paragraph
1 and Articles 86 to 91 blS 1nc1u51ve shall apply mutatis
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mutandis to.the arbitration under paragraph 2,

(Arbitratlon decision on establishment. of non-exclu-
sive license for public interest).

ARTICLE 93, When the exploitation of a patented
invention is particularly necessary for the public interest,
a person who intends to exploit the patented invention may
request: the patentee or the. exclusive licensee to hold con-
sultations: on the grant of a non-exc1u31ve 11cense thereon.

2. When no agreement has been reached or it is impo-
ssible to hold consultations under the preceding paragraph,
a person who intends to exploit the patented invention may
make a request of the Minister of Internatlonal ‘Trade and
Industry for an arbltratlon decision,.

3. The provieionS-of Article 84, Artieie 85 paragraph
1, Articles 86 to 91 bis inclusive shall apply mutatis
mutandis to the arbitration under the. preceding paragraph.

(Tr1a1 for invalidation of patent) Lo

ARTICLE 123, When a patent falls under any of the
following, a trial may be demanded for invalidation of the
patent, In this case, if there are tweo or more claims for
two or more inventlons, a trial may be demanded for each
invention:

- (1) when the patent has been granted in non-compllance
‘with the provisions of Article 25, Article 29, Article. 29
bis, Article 31, Article 32, Artlcle 37 or Artlcle 39
paragra hs 1 to 4 1nc1u31ve°

when the patent has: been granted in non—compllance
with the provisions of a treaty;
_ (3) when the patent has been granted on an application
for patent which does not comply with the. requirements as
provided for in Article 36 paragraph &4 or .5;

(4) when the patent has been granted on an appllcatlon
for patent filed by a person who is not the inventor and
has not succeeded to the right to obtain a patent for the
invention concerned--
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(5) whéen, after a patent was granted, the patentee has
become ‘a’ person who can no longer enjoy a patent right
under Article 25, or the patent has come to be no longer in
‘compliance with a treaty.

2, Even after the extinction of the patent right, a
trial under the preceding paragraph may be demanded.

3. When the trial under paragraph 1 has been demanded,
the trial examiner-in-chief shall notify accordingly the
exclusive licensee with respect to the patent right and
other persons who have any registered right relating to the
patent, ' ‘

" ARTICLE 161 bis, The Director-General of the Patent
Office shall, where there has been a demand for a trial
under Article 121 (Trial against examiner's decision of
refusal) paragraph 1 and amendment has been made within
thirty days from that day with respect to the specification
or drawings attached to a request of the application for
patent under such demand, cause the examiner to examine the
demand. The same shall apply when there has been made an
opposition under Article 55 (Filing of opposition to the
grant of patent) paragraph 1 as applied under Article 161
ter paragraph 3. o

- ARTICLE 161 ter. The provisions of Article 47
(Examination by the examiner) paragraph 2, Article 48
(Exclusion of the examiner), Article 53 (Dismissal of
‘amendment), Article 54 (Dismissal of amendment) and Article
mutandis to the examination under Article 161 bis.

2. The provisions of Article 50 (Notification of
reason for refusal) and Article 64 (Amendment after ruling
on publication of application) shall apply mutatis mutandis
to the case where, in the examination under the Article 161
bis, a reason for refusal other than that of the examiner's
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decision under the demand of thertrial has been fouﬁd.

"3, The provisions of Articles 51 (Publication of
application) to 52 ;bis (Effect of publication of applica-
tion, etc.) inclusive, Articles 55 (Filing of oppositiom’
to the grant of patent) to 60 (Filing of opposition to the
grant of patent) inclusive and Articles 62 {(Decision when
no opposition to the grant of patent has been filed) to 64
(Amendment after ruling om publication of application)
inclusive shall apply mutatis mutandis to the case where
the demand for the trial is found acceptable in the
examination under Article 161 bis.

ARTICLE 161 quater. Thé examiner shall, when he
renderes his decision to the effect that a patent shall be
granted in accordance with Article 60 (Filing of opposition
to the grant of patent) or Article 62 (Decision when no
opposition to the grant of patent has been filed) as applied
under paragraph 3 of the Article 161 ter, cancel his .
dicision of refusal involved in the demand for the trial.

2. The examiner shall not, except for the case under
the preceding paragraph, make the ruling of dismissal under
Article 54 paragraph 1 as applied under Article 161 ter:
paragraph 1 or the ruling under Article 58 (Filing of -
opposition to the grant of patent) paragraph 1 as applied
under Article 161 ter paragraph 3. o ,

3. The examiner shall, except for the case under
paragraph 1, make a report to the Director-«General of the
Patent Office on the result of the examination without
making the decision with respect to the demand for the
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Do cram T Toben ooy To Devisenls 27 o COMMITTEE # 1
R. J. Anderson:
PIPA Congress

. Kyote, Oct.. 29,1974

process in: the Un1ted States

The Legislative Branch of the Unrited States Government is made up
of twa chambers of cOngress, the Senate and the House of o
Representat1ves A b111 to be enacted 1nto ]aw must pass both

chambers 1n 1dent1ca] form in the same se551on of any Congress,'i.'

“which: has a durat1on of two years The b111 must then be assented

to and: 51gned by the Pres1dent as Ch1ef of the Execut1ve Branch

H1stor1ca11y, legts]at1on for- patent ]aw rev1s1on has had 1t5 1n1t1a1.
. consrderatton by the Senate and the’ Senate has exh1b1ted a greater.*e

degree of expert1se on the SUbJect compared to ‘the House of .

¥

Representattves

Procedura]]y, a proposed b11] 1s Introducedjwo'thELHJ at

correspondtng bs]] 1s Tntroduced to the HouSe of Representat1ves.
Both chambers have ru]es wh1ch refer new]y 1ntroduced ]eg15]at10n
to an.appropriate commitiee. In the case of patent 1aw rev1510n

© the Senate bill fis referred to the Senate Judiciary Comm1ttee and,
in turn, to its Patent Subcommittee. The Patent Subcommittee

in the current Congress is composed of five senators: Senator John

L. McClellan (D), Senater Hugh Scott (R),'Senator Philip A. Hart (D),

Senator Miram L. Fong {R}, and Senator Quenton M. Burdick {D}..
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Each senator is supported by a- staff usually: 1nc1ud1ng & -lawyer

who has deve]oped know]edge of the substance.of part1cu1ar types: ..
of.Teg1slat1on Any . spec1f1c change to ‘be.made. 1n the or1g1na1
draft ]eg1slat1on must be accepted by the staff ]awyers who-
_recommend sg;h‘changes to their senator. If all‘the.lawyers do - -
not agree to a part1cu1ar change a vote of the senators-of the

'Subcomm1ttee will be required.

After Senate Subcommittee consideration, a . draft of reéommended
legislation is fdrwarded‘by_them to the‘fullaudiciary Committee

who,-in turn, recommend enactment by the full Senate.

’Simi}ar procedural activities occur in the House of Representatives;
2. INTRODUCTION OF SCOTT BILL §.2504

A proposed patent Taw revision was drafted by “the Executive Branch
pr1mar1]y through the partfeipatioh~ofwthe'Patent Office and the
Bepartment of Justice. The Antitrust Division of the .Department

of Justice had a strong voice in the drafting. of the Tlegislation, -
and included in- the draft law a number of concepts they favored. -
Senator Hugh Scott, the Minority.Leader of the. Senate, was requested -
to introduce "A Bil1 for the GenenaJ Reform and Modernization of the

Patent Laws" as an accommodation to .the Executive Branch. - -
The Scott Bill 5.2504, as-originally drafted, included provisions

which the patent profession considered highly inappropriate and

which would-adversely affect the patent system.
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Many propoéa]s-fér changé were communicated to tﬁe staff lawyers

of the Senators of the Patent Subcommittee. Many changes were

accepfed but many others were rejected by the Senétors_on a
vote of 3-2 with the majority composed of Seﬁators_Hart, Scott
and Burdick and the minority of Senafors McClel tan and Fong.
A1l changes made at that time were incofporated,in the document

identified as 5.2504 Committee Pring.

This Committee Print was considered by ﬁﬁsf‘ﬁfiéﬁe;?foféésion:as

yet unsuitable for enactment as a new‘péféﬁf ]aw.?éTﬁd’éﬁdfzeg

of conduct were possible -- ejther 1) try tqipfeﬁeﬁt'bassagé:bfj

any legislation by the Senate in the current}Copgrés§; 6r'é) continug
the dialogue with the staff lawyers to obtain further essential
changes. Lawyers favofjng»the céntiﬁuatfdn of the diajogue be]ieved
that an appropriate law could be drafted and had concern“that the

Senate might enact the undesirable 5.2504 Committee Print.

After publication of $.2504 Committee Print the Executive Branch
‘reviewed that document and Commissioner of Patents Marshall Danm wrote
. to the Senate Subcommittee suggesting further éhanges in that
document. Thereafter a group of corporate patent counsé], including
some attending the PIPA CongreSs, feviewed $.2504° Committee Print
and the proposals for ch;nge_suggested by the Executive Branch.
They-deVe]oped a new draft revisionsofis. 2504. That docﬁmeni'was

forwarded to Senator McClellan and was entitled "S.2504 Curporate

Counsel Mark-Up." Based in large part on the Corporate Counsel Mark-Up
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another draft dated July 23, 1974 was prepared by the staff Tawyers
for Senators Hart and Scott and was forwarded by the Senators
to Senator HMcClallan «or his consideration. . A copy of that draft

has been circulated to the Japanese wembers of PIPA.

3. FUTURE PROBABILITIES _ ‘

We believe that no bill for patent law revision will be enacted

by the.Senate or‘House of Representatives in this year and the

‘curreht‘;ongress will end. A new patent law revision bill ﬁi11

be;introducgdfearly in the next Congress starting in January 1975.

we'éﬁhect that the new bill to be introduced will be based upon

the text of the Jﬁ1y 23rd draft.

4. MAJOR QHANGES PROPOSED FOR THE' UNITED STATES PATENT LAW AS
INCLUDED IN THE JULY 23RD DRAFT | '

it is our consensus that there will be some oppositiOﬁ proceedings

iniany néw U.5. Patent Law. The only question remaining is the form

su¢h7oppositions will take.. The controversy is between only posf-

grant oppnsitions'(i.e., invalidity proceedings) or a proceeding

similar to chat in the July 23rd draft.

Proposals are made for deferred examination. This matter has not

. yet had full consideration in the United States and the general

consensus_today is that deferred examination is not desirable.

FRANKLIN PIERCE
LAW CENTER LIBRARY
CONCORD, NH.
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Any:]ggigiation will inclide provisions féquiring a-high: degree

6f capdq;:wtth the Patent d?fice and placing the burden of proof
of patentabitity on the aﬁp]icantf A final item worfhy.of _

~carefu] consideration by the PIPA mémbershfp is that Fe]atihg to
theinaming‘of Jjoint inventors as set forth in Sections 111A and 116

~of the Juy.23rd‘draft.

It is fair to say that the subject of patent'1aw revision in the
United States will coniihue to be a matter of'substantial }nﬁerest
and ‘activity throughout the next Congress. Vital interests of
&our clients will be effected and it is recommended that you

~maintain your interests in happenings in our Congress.
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October.29, 1974 :
Japanese Committee 1
Subcommittee 1

Chairman, M. Kitamura
(Shimadzu Seisakusho, Ltd.)

Vice Chairman, Y. Nakayama
~ (Theé Fujikura Cable Works, Ltd.)

Vice Chairman, H. Katacka
(Nippon Shinyaku Co., Ltd.)

Utilization of the Early Laying-Open
and Examination Request Systems

The examination request system of this country and the.situafion
surrounding the system a.yéar ago were repofted ét the San Fransisco
Congréss of the last year."This report_which fakéé-b#ér:wherg |
the lasf year's report left off, ﬁf?senfé a.bfigf_feﬁiewiof hqw

the examination request system has since been operafédhand,.eépecial-
ly, how the doﬁeétic bﬁsinéés enterpfises ﬁave been utilizing the

early layingfopen and examination request systems.
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Utlllzation of the Early Laylng-

Qpen and Examlnatlon ‘Request Systems
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1.-=-The trend’ of examination request

?; Percent examlnatlon request by industrial class

3. g.Percent examlnation request domestic versus
alien applicants

4. The fields of art where the examlnatlon of new-—
law appllcatlons has already started

5« The manqgement and utlllzatlon of patent laying-

opcn gazettes by bu81ness corporatlons..

5 1 The methods of managemcnt and utillzatlon of
patent laylng—open gazettes o
5 1 1 Uses

‘.r

5. 1 2 Methods of managemcnt and utlllzation
5 2 Problems conccrning thc utlllzatlon of patent
{utility model) laying-open gazettes

6. How the examination recquest system is being utilized

6.1 Criteria for examination request




6.1.1 Vﬁen to file examination requests
6.1.2 Cases in which e#amination requests are not
fiied
6.2 Timing of examination fequests
6.3 Problems relating to examination requests for
the corpofation |

Te The advanced examination system
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Utilization of the Early Iaying-Open

and Examination Reaucst Systems

1. The trend.of éxamination request

Table 1 and Figure 1 show the changés in percent
examination request up to the 26tn day of guly , 1974
for the applications filed during the years.of 1971
through.l973, (The utility model law of Japan much

resembles her patent law and includes an.examination
requcst system.similar to that prescribed in the patent
law,) |

The perceﬁtage of examination requests as lodged

N together with applications or shortly after the
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application dates appears to have been dwindling-year
by year.
| The examination request systemfdf Japan apﬁlies,to
the applications filed at and after tho beginning of
1¢71 and the perioas'during which requests for examination
may be filed dre seven (7) years in the case.offpétents
and four (4) years in the case of utility models. It
will be sren from Table 1 (Figure 1) that as to the
applicatiohs filed in.the yéé;ﬁbf 1971, the,ﬁercent
examination request is currently about 45% for both pateﬁt
and utility model applications. Since the time limits
| for examination requests expire by fhe_end of 1975 for
all the utility model é.pplications fiied in 197'1, it
may be interes%iﬁg.to watch the‘prﬁgress of percent |
request.in fhe months to come. The pefeenf exéﬁination
_reqﬁesf is lbwér'for‘éppliéationslfiled in 1972 than
those filed in 1971, and for applications filed in 1973,
than those filed in 1972 at any comparable time aftéx:- the
respective filing dates, but for both 1972 and_1973g

the,percentéges are expected to change in response:tof_

- 83 = .




Sl ket iprerl st WE e
L8 PN T

"the liquidation of backlogs in the Patent Office, that

‘is to say as the applications filed under the new law
start belng examlned. -
_2.,_ Percent examlnatlon request, by industrlal class

Complled 1n Tables 2 and 3 are the percentage -of

examlnatlon recucets as f11ed by elght to ten companies
.flling the largest numbere of appllcatlone in each
”1nduetrlal claee and the percentage for the entire
vmemberehip of each claee, respectively, as based on the
.tlckcrhtape data as of January 23, 1973.
Table 2 shows that the percent examinat;on

requeet ' is high in the flCld of preciezon machinery
while the 1ronrand ateel industry ie far down on the _

ecale.‘ However, thc percentage for the high—ranking

companles in each 1ndustria1 clasa appears to be generally
lower than the percentage for the entlre memberehip(Table 3)
3. | Percent examination requeat. domeetic vereue alien

appllcante' .

Table 4 (a) and (a)2 ehow the percent examinatlon
{bx time bracket/ .
requestifor domestic appllcante as baeed on the ticker-
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tape data ag of January ?3, 1973- 50 far as the percent
examlnation requcst by domeatlc aﬁpllcants ie concerned,
the percentage for appllcatlons by government agenciee -
is by far hlgh and the great maaorlty of these requests -
have been lodged simulta.neously w:Lth appllcationa. o
1eb1elub)also shows the percent examinatlon request
for 32 .major ” fereign corporatione as chosen from
the patent laying-open gazettes iasued'ﬁp'to October, 1972
or during one year and four months after July, 1971
when ‘the app;icat1ons by aliens began %o be laid open.
At the moment, the chemical industry falls far behind,
but perceptagee for other industries also are substantially
below the percentages given in Tables 3, 4(a);, and 4(a),.
4. The fields of art where the examination of new-
law applications has already started.
'Itwﬁill be many months before the Patent Office
gets rid of all the examination backlogs of appiications
filed under the o0ld law and we are not in the position

to forecast the_exaet time of an overall clearance.




Slnce the ttmporary practlce of Lhe Patent Offlce
Ihat :*Lmt)'l.u:aﬂl:101'1..1 fllod under Lhe new 1aw ?efore 1t
.qtartg on the examlnatlon of the 1aat appllcatlon
backlog under the old 1aw in each field of art shall
‘be examlned in the order of applncatlon datﬂs raLher

Lhan the ordur of the llllng dates of examlnatlon

requests is destined to expiration, ;t is expected
that we will see a rise in percent examination request

in one field of art after another where the examination

of new-aw applications is (or has been) started. In
lhis connectics, -the fields of art where'thé,examination
of new-law applic tlons has already started are shown

in Table 5. .

-84 =




5. The management and utilization of patent laying-—

open gazettes by_busincss-corporations.

The industry at first did not lmow how to deal with
or utilize thc early laying?open and exﬁmination“request
systems, both of which had been introduced
by the new law. Bj today, three years after the new
law had‘become'effective, the industry scoems to have
contrived wﬁys-to turn them.to its advantage. The
folldwiﬁg is a brief revicw of the manners in which
domestic_corporations_are taking advantage of:the patent
1nying-open gazefteé. '

5.1 The methods of management and utilization of
patent laying~open gazettes | |
Belel Uses | :

In both cunlity and quantity and, for that matter,
in typegraphy, the laying-open gazettes for the zappli-
cations automatically laid open after 18 months from
the rcspective fiiing dates differ from the publication
gazettes for applications which have already been |
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examined. For some time after the amcndment of law
camc into force, the companics used fo purchase the
patent (utility model) laying—open gazcttes including the
cemplete:specificationsr(coVeringc174aclassea; about
2,500 volums yearly or about 10 volumes a day).  ‘For
reasons of expense; labor and -atorage space, some

ot these companies have by now turned to ebstracfs’

{for example, abstracts of laying-open gazettes as
publ. by the Japan ‘Patent Information Center (JAPATIC)]
or other prlnted na tter giving iny the claims and
draw1ngs. Probably, therc¢ is not a 51ng1e eorporatzen
whlch con afford to completelydlgregard the 1aying-
open gazottes.l Thus, “the corporatlons subscrlbe to'
them as a source of (1) 1nfanmation on technology,

(ii) 1nformat10n on rlghts, and (111) 1nformation
uwseful for business purposee. "7

; 5.;,2 Methods of management and utlllzation

.ji - | The complete gazettes or Bome processed materlals
~are elther placed 1nto c1rcu1at10n from the patent

_department or malntalned on file in a designated place




'—-*usuaily in the referen&e room of thé patent
department cr laboratory —— - for inspection: and use
by the: engincers, researchers ahd.patent personnel.
Inmostfcompanies'the informaiion;gleaned froﬁ the
gazettes by’énalysis of itsfcontents‘iS‘fed-back,
by meahs'Of"sheets,‘Cards or ‘other devices, for a
prognosis of the trends of technology and as a source
of information on product and'pfoceSS'develoﬁments
or information on rights. -

ﬂﬁdﬁ iaying-dpen'df its own appiicatiohs for which
examination requesis have not been lodged yet, the
typicai'comﬁanj evaluates the merit and demerit
of 1odginglthc réquesﬁs for éuch appiications and,
alsﬁ; studies whether it should warn others for
purposes of demandiﬂéamonetéfy compensétioﬁé;:és wéil'
as the fimiﬁé dfriodging"éxaminatibn.féQﬁésfé 6r.givingu
such warnings. On the other haﬁé,‘fﬁerfiling or
.non-filing of.examihation reﬁuests fbr.#pplications

by other companies is also a valuable source
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of information. However, it is a very rarc occurcnce

at pregont that an examination recucst is lodged for

a third party's application the examination of which

has not been requested yet after a study of the

corrensponding official {patent or utility model) laying-
open gazctte.. It is also a recognized course of action .

for any busincss corporation to prdvide information to

the Patent Office upon inspection of laying-open

gazetfés [Articlc 13 bis of the Rulecs -of Enforcement

of tﬁe Patent Low] bﬁt there have bcen not many of such
actions actually taken yct. In many cases, it appears
that the collected material has beenlretained for

possible usc in opposition procedurcs that may be demanded

after publication of the applications.

5.2 Problems concerning.thc utilization of patent
(utility modcl) laying-open gezcttes.

Sinece a large mmount of material is laid open every

month, the companics arc having troubles in alloting

‘enough time and labor to monitoring and searches, storage

space for the material, etec. MNoreover, the laying-open
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gazettes arc printed in such small typefaces that they
are less clearly legible than the publication gazettes.
This is another problem that must be considered in the
- future. | -
However,. comparcd with the old gystem undexr which
it was usually mprc.than a few ycars before an'aﬁﬁiicatian
was cxamined and published, the early laying 6pen system
_is very beneficial to companies, for they can formulate
their courscs of action at early dates to such ends_as 
thc_development of techniques, irrespective of vhich
of the technical information and the rights information
is to be utilized. | -
6. How the examination recueet sys%em is being utilized
It is, indced, nany &aars since the word "patent
war' became a journalistic favorite, and even since the
amendment of the law, thc number of applications has
been increasing stcadily and; in fact, at a good clip. .
However, all of thesc applications are not filed with
definite intenfiona to prosecute them into rights. Rather,
among them are (1) applications of which studies on the
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mcrlt of prosecutzng them 1nto rights are deferred to
later dateg, (11) the appllcatlons de31gned to prevent
others from obtalnlng rlghts, and (ill) other types of
appllcatlons. 7
Thereforé, each company hae by now establlshed its
ownrcrlterla and tlme schadule for the f111ng of

examlnatlon rcquestm and are. requestlng the examlnation

.of such appllcatlons accordlng to 1ts own 1nd1vi&ualized schenme,
6.1 Crlterla for examlnatlon request

6.1.1 then tb'file'ekamination requeSﬁs: _
(a) then the particular invenbion is being worked

by the applicant, licenced someone to work, or is planned to.bé

worked by the applicant or someone else.

(b)  vhen it is desired to preclude working of the

1nvent10n by other comranles.

(c) Then the particular invention is aﬁ important
one, “e. g. a pioneer. lnventlon or a basic invention of
high technical accomplishment.
() ¥hen it is desirable to havé.the invention

| progecuted into a right from business points of view.
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(e) vhen the appllcant is undcr contractual obligatidn
to file an'examlnatlon request.

6.1. 2 Cases in which examlnatlon requests are not

filea . | R

Generallﬁ,r sﬁeaking,; the folloiviﬁg eriteria ai)pl&.

(2) then the particular inventidn isafoﬁnd to have
been known before the appllcatlon date.

(b) Lhen a senior application hes been found that

is dated before the applzcaxlon date of the partlcular
1nvention."
(¢) = Vhen ‘the invention is unlikely to be worked by

the appllcant company or anyOne else,

(a) A1l that is necessary is to preclude the patentability
of Juﬁlor applicat:.ona.
6.2 Timing of examination requests

The times at which exominntion requests ‘are filed

appenr to vary with different 1ndustr1al categories such
las machlnery, electrical, chemlcal, iron and steel and
other industries. Howecver, il seecms that the following

schedules are generally in usec.
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(a) At the time of filing the application
_ The_time'is pértincnt to applications which arc.
certain to be worked, applications which.are deéirably
prosecuted into fighta_at early dafes, and.appliéatibns )
for which the date of filing the examination request
| has“bégn_set_by_cbntra¢t with a third pafty.
A(b) ..Aftér abpﬁt a ycar | ‘ |
“ Reduestslare also filed with a view to filing
applications in forcign countries or for amending the
spoeification before it is laid open.
{e) At the time of laying-open (after one and a nalf
years to 2 years) |
The examination request is sometimes filed after
completion of a search for any scnior application.
Comparatively many.requosts are filed during this beriod
because it marks a Ystock~taking' time. -
(a) After threé to four ycars -
This period correspends with the deadline of
£iling examination requests for utility model applica.tions.

- Patent applications, as well as utility model
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~applications, are re-evaluated aﬁ this tiﬁe as;to whethexr
it is worthwhile to file examination requests.
(e) Aftor six to seven years |
,: This marks thé deadlipe-of“fi1ing examihétibn
requests for patent applicatiqﬁs; A final reeﬁaiuation
of any patent application_is madé:ﬁuring this ﬁériodo
(£f) As occasion demands o | .;' : |
If an applicotion comes to?meet-any of thé_criteria

for examipation fequésf as referred_ to 6.1.1,_7 the r;aquest is
filed in disregard of (b) through (e). ; _ 7 |
6.3 Problems relating to examination request$ for
the corporation _ - ‘

| It appears to be conmon practice.that thé patent
department personnel prepare a cgrd; charf or Qheet for
each of its applications, transfér it fo the inventor(s)
(or the department to which the inventor or inventors
belong) and, based on his (their) return, decides, at
a.meeting of a committee 6r at the diécrcstibnéof the
patent deparimentmanager whether:it is a sound:poiicy

to file an examination request.
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_ Fifh'an inercascd number of pending applications
in the company's file, more time and labor are recuired
for the corporate perﬂonncl to re-evuluate each of .
thcm and it is a taek of each 1nd1v1dual corporation
.to develop an efflclent system to accompllsh thla evaluation.
7. Thc advanced examination system ‘ ' '
This is a system such that when,.for example, a
1th1rd party copica or works the subaect 1nvention of
an'application after it has‘been laidfOpen, the applicant
may have the application-oxaminédliﬁ:odﬁénéeVof-other]
appliohfioné-in disrogdrd‘of'the'uaﬁﬁl-ordef of ‘examinations.
In this regard, it might be likencd %0 the U.S. ‘system |
undér whieh "pctitions to make‘the-applications special”®
may ‘be filed for infringement.reasoné, - However, the
advanced examination system of‘Japanhis a,apeoial-procedure
‘designcd to protect the intercsis ofjfhe applicont after
the! application hns becn laid open and it is one of its _
outstanding foaturcs that thc appllcnnt is entitled to :
this prev1leve only after hlB applicatlon has becn laid |
0pen. The advantage of advanced examlnation to thc applicant

is that his application, if published, Will be publiahed




at a date carlicr than usual so that, so much earlier,

he may take such procedures as demanding 2 ceasc-and—

‘desist order or filing a suit for the recovery of

demages fhanks to the right to en;jo:y:provisional'

protection vhich accrues to him on publication of the

applidatioﬁ. | o '
The specific proccdure j;s that if the applicant

submits "an cxplanation of circumstances pertaining to

the advanccment of examination" about the working by a

third party, the Patent .Office;, inasmuch as it finds

it nccessary to do so after o study of the explanation, .

underiakes .a.n cxaminotion of the application in advance

of others. To obtain such a :ml:mg, it is'nq_éesséry for

the applicent to iﬁcl_ude in the a.bt:)\fef-mehtiopeq explanation

on a prescribed form such particulars asthf. imitato.r"s '

mode of working, the quantity involved, the letter of

warning sent by the. applicamt, and a resume of his negot_iatiomé

with the imitator, as well as documents evidencing such :

facts. So far, however,‘. there have not been many cases

of advanced examination actually requested and approved,
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and this is probably due to the relativeiy short time follqw-'
ing the coming into effect of the new la;.

According to our practice, the feguest for the advanced.
examination is not accepted for reasons éf manufacture, health,
age, continuatioﬁ-in—part applications, defensive publication
program, etc.

Environmeﬁtal pollufion is, howeve?, an exception and
has been treated as a cause of advancédéexamination'from
a différeﬁt'point of view. 1In this casﬁ; no request of the

-

'applicant is reqﬁired.
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Iable 1

- trend ©Ff percent examination

renuest with tlme

- In Flgurcs in parentheses denote:

upper line
lower line

domestic applicants;
— alien applicants

L 99:

[Year of ! - .
application | Patent Utility Model
Time of ! P ‘ .
survey T1 72 73 T, M T2 73 T4
T1 end of ; .
december | 27.1% 31.6%
7¢ 2.20 27.1 31.6
6.26 2¢.4 21.4 33.2 28.0
9.19 30.8 21.8 _34.3 28.4
10.27 3.0 21.8 . 34.5 28,5
11.22 31.3 22,0 34.7 28.6
12,15 31.7  22.3 35 0 28,8
34.9 24.1 29.0
22.5 )(15.9 i (
73 1.25 32,3 22.5 35.6 28.8
2.14 32.5 22.3 35.8 28.7
)] 353 (%8:8
4.5 33.5" 23.1 18.9 36.6 _29.1 23.8
: 37.1 24.8 20.9 36.9 29.4 24,0
23.5 17.3 - 1l.0. 15.0 10.3 9.8
4.20 34.3  23.7  19.4 37.4  26.6  24.8
37.9) /25.3% 121.3 PO.Q 25 0
G18) G &) G132 (3D
5.25 3500 24-2 19.5 38 1‘ 30.1 25.1
6.23 35.5 24, 6 19.7 38.5 ° 30.4 25.2
(39.2 26 1) (21.6 (18 9) 30. 6 25.4)
P4.6 l 12.4 5.6 11 5 10.5




7.28

9.29

001
R (41.4

S 11.5

12.10

1 74.2.16

4.15

5.8

6.24

36.3
40.2
5.2
36.9

40.8
25.5

37.4

?5-9

38.2

o 3(--?
- 40.6

41.9

43.7

44.1
45.1

20.0

17.7

19.2

25.1
) (56:0) 135
‘ 3370
?5.7"‘2012' 
)‘(gg.ly"élaB)”"
20.5/ 114.0/
26,1 P0.4 -
) 15:8) D
26.9 20.5
28.2  20.7
20,0, .20.8
30.0 2L.5
31,7 - 22.5
32,4  22.8.
33.8

23.5

20.2

3L.2

)

30,9 25.3
(329 31 632
40,07 31.4  25.4
(15:3) (33:9 (3:%

40.5 31.7 25.5
(15:9 329 &1
41.3 32,4 25.5
42.4 33.2 25.5
43.2 . 34.0  25.4
44.3  34.9 25.¢
46,1 36,1 26.8
46,8  36.7 27.1
48.0 37.9  27.6

22,3

22.7

22,9
23;5.

1,00

PRI




Table 2

Percent examination request, by indugtrial class -

(Bosed on the ticker-tape data as’ of January 23, 1973)

(Applications'filed in Jamwary through December, 1971)

' Percent .examination request -

R Simultaneous - A IR
Industrial jwith appli- ; 1-6 T-12 |13-18:}19-24 :
elass |cation. months| montha monthqimonths Total
Elecﬁfié  hat. | 24.75¢ 0.96% | 1.56% |1.81% | 0.11% | 29.0%
‘machinery . . R R :

(10 companies)l-M+ | 16.34 0.68 |0.26 10.97 | Q.08 |18.32
 rotall  19.93 0.80 10.81 [1.33 |0.08 |22.96
Machinery  [Pat.| 6.00 10.09 | 6.49 |2.12 | 0.49 | 25.19
(10 companies)yy y | 6,92 . |5.24 |5.30 5.5 |0.57 |22.97
Potall  6.65 . 16.63 |5.50° |4.28 | 0.55 |23.61
Trangport:tion'raf; 21.23 5.46 [1.40 |0.67 [0.27 | 29.03
cowipmen . e ; PR
(10 oompanies)U-Me | 16.65 8.09 [1.55 |0.49 |0.24"[26.92 .
T Total,  18.88 6.81 |1.47 |0.58 {0.21 1'27.95
Prgcigion'” Pat. | 34.01 12.03 |4.32 [1.28 |.0.05:|41.68
machinery " " - N DTN T
(10 companies)U+Ms | 16.62 4456 10,15 11,50 | 0,20 |'33.04
T Motal  26.38 |3.14 |6.88° |1,38 | 0.12. {37.89
Iron & steel [Pat. | 2.57 |2.36 |2.41 |0.42 |'2,0° |9.86
(8 companies) by y | 3 g7 1.16 |0.36 |0.98 [+2.15 |8B.32
Totall 2.98 1.92 |1.65 [0.63 | 2,17 |9.2¢
Nonferroua Pat.| 9.82 1.05  |9.38 }4.56 |0.18- |24.98
me a . ; . . PPN N Py
(8 compantes) M+ [ 6+59 1.24 |4./81 16.59° | 0.47 |19.71
Total 8.1 1.15 |6.95 |5.64 |0.33 |22.18
Textile - [Pat. 6.25 |0.65 |6.93. l2.76 0;39 16.98
(S companies) ly y | 6,09 0.44 |6.61. 14,18 /[0.09 |17.41
Total 6.2 0.60 |6.86 |3.09 {0.32 |17.08
Chemical  [Pat.| 17.82 i1.24 |6.00 [1.42 | 0.53 |[?27.0?
(10 companieshy; y | * 8,26 2,17 |6.09 |0.43 | 0.22 {17.17
E1.4o 6.01 [1.25 | 0.48

Toté;

. 16,20

25.35
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,LMB?Q 3

Percorit examlnatlon request, by industrlal ¢lass

(Applications filed in January through Deecmber, 1971)
" B . S . |Utility | §
Class Part Name Classification| Patent' model Dverall i
Tty | |Agrieultural & 1_ 1-8 5 '34.69 140,35 b8.69 l
; aquatic . L R ¥
| I |Metal & inorganic |  9~15 27.33 (39,78 29.36 - |
! : jmaterials. ; : ; i .!
l II }Orgenic compounds 16 17.82 - ;7;83 I
| 2 111 |High polymer & 17-26 | 26.25 | 43.89 28.18
l production chemicaq . - b
i ] industriea ; _ S _ ) ! i
IV |Drues,’ foods, ete. |  27-38  |29,56 40.51 pB2.73. :
3 |Textiles . | 3¢-48 | [32.18 40.56  B34.39
I Prime movers, machine 49-54 |30.51 |34.88 92.24- %
_ clements, atomic | 136 : ' . :
. - |pawer, etec. - R : . . : j
4 11 |Blectriear - - 55-62  |34.40 |32.56 B3.42
III {Machine tools & - . 63=76 ~ |36.44 [39.31 'B38.o0 |
) industrial machinery _ : o
I |Transportation Too7T-Bs f_ 33.15 [ 39.91  (36.60 -
5 IT lcomstruction & | | 86-=95 . |58,89 | 41.76 J47.88 .
© | sonitation Kl Sy '
. I ! Fleetronice & [ 96-103. 34.22 {33.74 [34.06 !
€ - .,communlcation : i o ' !
II |Optics & measurement = 102-115 ~ {31.10 |36.31 [3.22 . |
I | Reprinting & Business' 116-120 - | 31.76 | 45.77 |41.24 |
; equipment & supplies . : ‘
|II Clothing & Household ; 121-131 32.05 | 45.74 j43.41 '
goods [ . i
11| | Packaging & containers 1327135 [34.18 50,08 145.50
Total | | | 1 ©131.56 | 39.89 B35.27 |
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Table 4 (ajy

Percont examination request for applications filed in

January through December, 1971 by time bracket -

(Jopancse applicants)

Percent examination request

Simultaneous 1-6 7-12 - 13-18 -19-24 | Total

with months months months months

application after application ¢
Individusls | Pat. .  32.40% |5.22% 2.26% 1.54% 0.49% [ 41.91%

_ U, 34,17 | 4,78 1.94 1,15 0.57 |42.61

Corporations| Pat, | 24.82 [3.06 3.08 2.09 0.49 |33.53
- V.M. 26,27 3.65 .2.31 1.85 0.46 |34.54
Goverment |Pat.| 81,95 |2.66 1.18 2.66 1.04 |89,50
agencies U.M.! 80.90 |3.60 © 1.80 0.45 |86.74

Table 4 {(a),

Percent examination request :f'c;r a.pi:_‘.l.ications Filed in
January through December, 1972 by time bracket

_(Jajna.nese applicants)

{ Porcent examination request
‘Simyltaneous! 1-3  4-6 7= 10-12 | Total |
[ with . : months months months months
i iapplicat;on " after . application :
| Individuals | Pat. 35.64% | 2.074 1.64% 0.45% 0.11% |39.91%
U.M. 35.91 2.20  1.18 0.30 - 0.04 3¢.63
Corporations| Pat. 18.59 0.80 0.78 0.49 0,19 20,85
U.M.. 23.49 1.14 0.78 0.3 0.09 25.81
Goverment | Pat. 85,87 1 0.62 0.41 0.21 Q.14 87.2%
‘agencies gy m ! 88,84 |2.19 0.66 © 0~ 91.68

103




Tabie 4 (b)

. Percent examination request for 32 major foreign

.Corporations

{as laid_§pén_duriﬁg Jﬁly,'1971 to October, 1972]

Electrical (12‘<':ompa'niesj : i 21l.3%

324

Chemical (14 ccl:‘mapra:ﬁies) _: .
! Aut'o'mbtive and others (5 companies)| 19,7%

104




“Table 5

~have alrcady bcgun to be examine:d.

The ficlds of art where applications under neéw laws - o

(as of May 14, 1974, the Ad;justment Sect:l.on of the '

Pa.tent Offlce )

The Sccoond Ex-un:m'ltlon Dep rtmcnt

Chicef i o o ‘ S - _
cxamincr : .+  Industrial class- Olassification
Agricultural & Agricultural and horticultural - . 1A-D
aguatic Shears & Saws for a.gr:l.cultural amd |
horticultural uses - 2D
. Capture and control of rm:.mals and” | .
‘.t‘owls _ 5A, 5B
i’achlnery for production of foods, B 4
beverages and animal products ; 354, 3I5C
‘Hachinocry for production of RN
cercal and legumne foods . 35D, 35E
‘I‘o'bacco, - 38 -
An:.mal husbondry 6B
Irr:.gat:.on & drainage 88E
‘Piching B .
?Smokers' gooda - 130 .
Iand cooking utensils iz
Tining ubensils 129
Civii ‘Ra:.lways T84 N
CRGINCOTING mronches, landslide’ stops, cofferdams 86(3)E
_ _'Utili'ty water & clarification QlAC
Building . Dosks & tables 1264
't Applied Acoustic cquipment in'general- ) 1024
| Physics’ pocnanical & optical recording 102¢ D
: Umbrellas & parasols 124
Busincss Toys & athletic equipﬁmnt- : 120M, G
machines . - . o
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‘The Third Framination Department

Chief . '
examiner Industrial clasa Clagsification
General Shafts, bcarmga, ghaft coupllnga 534
Fachinery Fixation S53E
I Valves & cocks 664, 66B
Powor Supply of f‘uela for :I.nterna.l combu.st:.on
pachines engines 51E
' Suction, cxhaust and scavenging of
| internal combustion engines . ;| - 51D
Cooling, lubrication and sound-
miffling of internal combustion :
engines = 51 _
Constant temperature (themoatatic) 704, B, C
Smoke stacks &.chimneys . - | 6TF
Solids and gns licating equipment 671, N .
Cooling machines ' ' 68B
Closed—typé heat exchange esc .
Central heating 90B ;
Coolin—g & heating Q04
: Humidity control S0F
Production | Separation - 720
pachinery | _
Industrial | Sparking & ignition devices . 1284
machinery Cieaning in gencral _ : 92(3)4
i ' Suction & Swecp-in type cleaning 92(3)p
! | Dirt treatment in general c2(T7)A
: . Dirt encagcment 92(7)B
Textile i Clothing (exelusive of wearing | 121
.machinery | materials for the lower half of the {cxcluding A, C,
[ body, tics, accessories, etc.) D)
~: Sowing & manual art 123
i Mosquito nets, fly nets, curtama 126D
| Spimning, twisting, twining, netting 43B, 43C
{Threads,' ropes, nets, cords 44
! Straw mats, carpets & rugs 85(6)B
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o i

‘Phc Fourth Ixamination Lenarimen
. Chicf i - B
examiner Industrial class Classification
‘HMetal ;I.!etallurgical bonding and cutting of
: rmetaly S : 2B
{ Metallurey, slloying and hcat- :
treatment of metals, in general . 30A
Tharma- !Urga.m:l.c COMpPUUIIUS ™ (carboeyelic) ToT
ceutj_.ca.l | Organie compounds (heterocyeclic). |L6E
chemistry | gr.onic compounds (orgonic synthesis | .
t of naturally-oceurring materials) L6F
i Drugs based on animals, plants or .
;minerals o 1304
. Synthetic drugs ‘ 5303
illmidling & proparation of drugs 130¢
| Production of serum or bacterial .
- products 30D
. Diagnoatic & prophylactic drugs, agents .
| for physical therapy, elc. 30E
ECosmcticé, verfumes, etc. 631
Organic i Polycondensate and polyadduct com— o
high ! poaitiona 25(1)D
polymer. . . Lo
materiols | High molecular compounds ,.'_.6(1)
i Polymera of unsaturated compounds 126(3)

- | Polycondensates & polyadducts _ - 26(5)
Agricultural Silkworm feeds ‘ 7D
chemistry | poisons 308

Foods & bhoverages, tonies i34
| Microbiological industry ‘36(2) all
Brewing 36(5)
Sugars, starch, and other carbohydrates 32
Production of tea _ ‘374, B
Piber Dyestuffs :23(exclusing
¢ chemigtry i~ A, D, F)
C ' Artificial fibers in general _ 424
Inorganic artificial fibers 4ZE

Dyeing : ‘ . 48B
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G e

The Tifth Fxomination Department

Chief

examiner Industrizl class Classification
{ Electron Cipacitors . o SSE
physics Inductance . SacE.
Fagnetic materials . - 1628
Automatic | - Electron ranges Ve
control i : ’
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Committee #1
B o . - . E. W Adams, Jr.

" QOUTLINE .- FRAUD ON THE PATENT OFFICE

Introduction

Those who before the Patent O0ffice have engaged in
activities which are found to amount to fraudulert
misrepresentatlion or in other inequitable conduct may be
found to have committed "Fraud on the Patent Office".

The offense is 1ll-deflned and the cases are in confusion
in many respects. Nevertheless the results of a finding
of fraud on the Patent O0ffice can be.devastating.

The Standard of Conduct

"Those who have applications pending with the
Patent Office or who are partles to Patent Office
proceedings have an uncompromising duty to report to it
all facts concerning possible fraud or inequitableness
underlying the applications in issue." Precision Inst.
Mfg. Co. v. Autométive Maintenance Machinery Co.,

32% Us 306 (19353, . .

Dévelopment of the Law

1) For many years, paterits obtained "fraudulently" were
‘considered invalid and could be canceled - but only by
action brought by the Government - not by third partiles.

2) More recently, fraudulently,obtainéd patents have been
held subject to attack by defendants to infringement
sults -seeking to have such patents held unenforceable.

3) In addition; fraudulently obtained patents have been
" held subject to attack as invalid by defendants against
whom they are asserted.

4) It has been held fraudulently obtalned patents shown to be
invalid by defendants in infringement litlgation may be
utilized by defendant as one element - to show, with
octher elements, violation of the anti-frust laws and
may expose the patentee to the anti-trust penalty: of
treble damages as well as possible eriminal penalties.




5)

6)

Cases involving clear fraud (classical fraud) in
- prosecution or other proceedings before the Patent

Office may be held "exceptional cases"™ within the-

meaning of 35 USC 285 and subject the patent owner to
the award of attorney's fees to the successful defendant.

Finally, attorneys found to have perpetrated.fraud on
the Patent Office may be suspended or disbarred from
practice before the Office.

Current State of the Law

1)

2)

3)

Expect & charge of fraud in almost every cése in which
a patent ‘1s asserted against an infringer; a successful

~charge can at least glve the defendant a psychoclogical

advantage. At most 1t can win the case for him. An-
unsuceessful charge does not appear to carry any risk
for the defendant.

Courts differ in their interpretation of the facts -
See Monsanto v. Rohm & Haas Co. and Monsanto v. Dawson
Chem. Co. in which on the same facts two District Courts

‘reached opposite results as to whether fraud had occurred,

one holding the patent valld, the other invalid.

The obligations of the applicant, the owner, and the
attorney are unclear. For example,

a) What is prior art which must be brought tao the
attention of the Patent Office? Is it the best
art ¥known to the applicant or is it all of the
art known to him even though the additional
references add nothing in the way of antleipation?
Does the prior art include things other than
patents and: publicatlons?

b} Is intent to mislead important or is inadvertent
conduct which in fact misleads (or might mislead)
enough? What constiltutes the kind of good falth
which will negate an intent wilfully to deceive
the Patent Office? Will . lnadvertent failure to:
¢lite a pertinent reference be excused?

¢) Was the misrepresentation material? Must it appear
that the Patent Office {(the Examiner) relied on the
. applicant's statements or conduct or that it would
have reached a different concluslion as to the
patentabillty had the applicant not failed in
calling a particular reference to its attention?




d)-_Can one expect to call the Examiner -in court and
vask him what he would have done had applicant
acted in some other way? :

e) Are all instances of ‘failure to comply with the
duty of candor and honeésty spelled out by the cases
equally reprehensible° :

Should the penalties ‘be the same°

Legislative Reaction to the Problem . -

'The Hart Bill S. 1321; The Scott Bill 8. 2504 .and the
corresponding narked-up: version ‘5.2504CP; and The Buckley
Bill S.2930, all deal with the problem by attempting to
define the duty owed by appllcants and to a greater or-
lesser extent by statutory requlrements of various kinds
5 of disclosures during prosecution which are designed - or.

; alleged to be deslgned to lnecrease the likelihdod that
issued patents will be more: resistant to invalidation’ for
fraud .

: ‘ _ These incluge among others:

1. Provigions requiring citation of art and a patentability
brief argulng the patentability of the claimed invention
over the art known ‘to applicant

2. Affidavits by various participants as to efforts made to
ascertaln the state of the art.

3. -Arrangements for post-allowance citation of art by the
public. .

4. Full scale post allowance (or post iasuance) opposition
proceedings.

They cover a wlde varlety of approaches and it is
difficult to. predict what new statutory provisions will emerge.
There is a risk that any such statutory requlrements will
make the present situation worse by adding more grounds for a
charge of fraud on the part of the applicant.




Conclusion

The relationship between applicants and the Patent 0ffice
and the duty of applicants during prosecution has undergone
substantial change and the situation is still unsettled. It
may be argued that the proceedings before the Patent Office
are not true adversary proceedings and that applicant can no
longer pick and choose what he will tell the Patent Office of
what he knows.

.. In any event, Epplicants will have teo lean over
backwards to insure that 1f they come to the court of equity
they arrive with clean hands ~and pure hearts.
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' RECENT CASES

a) KaWanéeroil-Co,,-Case

b) Textured Yarn base
J.B, Clark '
U.S. Group, Committee 1

October 29, 1974

Patent and Anti-Trust Law by

Prof. Bowman of Yale?University

As you know, the anti-trust iaw in the U.S. is
quite well developed and much of it is soﬁnd. In some
areas, however, it is not. One sﬁch area concerns
pétents and anti-trust. For.some_time, the Dept. of
Jﬁstice has been seeking to l1imit the rights of patent
holders énd the courts have gone a long way in this
direction. Prof..Bowmén of Yale ﬁniv. has written a
book on this subject which shows the fallacy of these
- argumentg and he deﬁonstrates how the patént and anti~
trust laws are not in conflict buﬁ are in suppdrt of
fhe same cbjective to increase competition. Prof.

Bowman bases his argument on both law and economic theory.
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Because of a tendency of some countfies to follow
a precedent set in the United States, I ﬁanted you to
be aware of this boOk should there be such an attempt
in Japan. In other words, I think the logic set
forth'in-this book will help refute attempts to
establish that patents are anti-competitive and that
the rights of patehts owners should‘be restficted.

I gave a copy of Prof. Bowman's book te Sadtome;san

| Mnduidbize L. ‘

of Mitsubishi cat”.” I Wish I had more  copies to
hahd out, but I do not. Copies can be ordered £from
the Univ. of Chicago Press, however, by‘Writing them.
1 strongly.suggest that you do this if you find your'
company  facing these kinds of arguments.

Thank you.

‘Kawanee v. Bicron

Facts:

Kawanee developed a process for_the growth and
encapsulation of sfnthetic crystals and purification
of rﬁw materials;. These processes contained trade
sécfets. Kawanee evéntually succeeded in growing a

17«inch crystal. Several employees then left Kawanee
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and formed Bicron Corp. to‘compeﬁe with them in growing

" crystals. The facts indicate that Bicron clearly used

Kawanee trade secrets, Kawanee sued and the trial
court granted_é permaneht injuncfion.preventing‘Bicron
from ﬁsing Kawanee technblogy.  The Court of Appeals .
feversed,-holding that the trade;secret law conflicts.
with the patent law‘and_that under the supremacy

‘doctrine technology could be protected only under

the patent law., Thus, the Courtééf Aﬁpeals.ruled,
'in.effect; that there could be no trade secrets.

This decision'created a gréat deal of unrest
lsince it, in effedt, granted an dpen license to steal

technology. The case was appealed to the Supreme

Court and many'organizations filed briefs in support
of Kawanee's attempt to reverse this decision. Many
arguments were made, but to keep a long story short,

the Supreme Court reversed the_appellate court, hoiding

that trade secrets could be proteéted'and that trade
secret law was not in conflict with the patent law,

the proper.ending,




Status of Leesoné-Lextex'U.S; Litigation

\ This fascinating saga of mammoth multi-million
dollar litigation in the textile indust#y'began in
1969 ﬁhen licensees under Zeesoha's single heater |
and high speed spindle paﬁents rebelled and stopped
royalty‘paymenté_(18¢ per pound*)_undér:the licéﬁse
agieements. The first suit was by a licensee Kayser-
Roth Corporation, filed in Neﬁ York, seeking a -
'declaratory judgment.of non—infringemenf of.thé single
heater patents. Other suits were soon filed-in New York
seeking simiiar relief¢ and by 1970 these New York
actions had been éonsolidated fdr pre—t#ial purposes
~under the label "New Yo;k Throﬁsters. |
Meanwhile, Leesona sued all of its 1icensees'in
the stéte courts.of Bhode Island where the.cases,
subSequently femoved to the U.S. District Cour£ in
Rhode Island, weré dismissed for lack of derivative
jurisdiction. | |

'Leesqné theﬁ filed suit in the U.S; District Court
fof Rhode Island, requesting a declaration of vaiidity

of the single heater patents.

* Royalty varied with filament denier.
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By this time, thrée actions had been filed in
North Carolina, another in Pennsylvania, and yet
another in Florida. - | | ‘.

LexTeXI(whidh is'réallﬁ'a ésrporatioh'creatédgbf
the Leesona patent counsel and E‘Miami;iFlofidé} |
attorney) took the initiativé‘inf¢5£aihiﬁg a patent-
stPathéﬁiC'Fedefal'Diétrict of'équtherﬂ:Fiorida as a
* forum for the mass of'iitigatidn‘by"suiﬂé in that
jurisdiction and then moving to bring all of the cases
into a consolidatéd action in the Florida court.
Florida defendantéﬁWere the Cdncoﬁaia Manufacturing
Company (which interposed én”anti4trus£ counterclaim),
Hialeah Knitting Mills and Leumés'knitting Mills who
aileged misuse and uhénfércéabiliiy of thée double
heater patents'belOnging to LexTex. .Andther adtibn
was filed in the Florida District Court by Celaﬁese
and Fiber Industries.  This actioh_named Leesona,
LexTex, and'Permétwist, as well as individual.partners
as defendants, and sought a decla?atory judgment.of.
invalidity of both the single hea£er and the double
| heater patents.

LexTex was able to prevail iﬁ selecting the
Southern District of Floridé as‘ﬁhe-setting for this

big trial, primarily-because of doubts of all pafties
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as to whether LexTex could_be‘readhed iﬁ a state_othér

than Florida.

Single Heater Validity
- (Public Sale) -

Judge Aﬁkiné'in the Miami'Fédgralnbistrict.CQurt,
ruliné.on'a motion forrsummarf jgdgﬁen£{ héld thét.the
appératus and pfocess of ﬁhe singie.hééter paﬁents wéé
on sale mére thén ohe féar pfior to d;te'of_application
'fo: patent in the United States.r |

When a U.8. judge rules on a motion for summary
judgment, he is saying that there need not be a
determination of fé&ts‘by,é jﬁfy; but rather that the
issue is an issue Qf law and theréfore the judge may
summarily dispose of the guestion.

- Judge Thorhberry, of the Court of Appeals, held
that Judge Atkins was wrong in rendering a summary
juagment oh the issues in the case. 1In so holding,
Judge Thornberry was saying not that thé patents were
necessarily wvalid, rathei-than invalid,'but‘only that

Judge Atkins should not have made a summary judgment.

The case will now be returned tQ_Judge Atkins in-
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ﬁhe'district’court who will probably schedule it for

another trial.

'Single Heater Misuse

On a motion by the New Yoxﬁ Throwsteré for a
summary judgment of misuse, Judge Atkins held that
thg single‘heéter patenfs 105, 1b8, énd 109, as well
as spindle Patehts 086, 247, and 218, had indeed been

misused.

Double Heater-Vaiidity
(Public Sale) =~

The double heater 912 patent was based on an
application filed April 19,-1957, Universal Textured
Yarns, along with Concordia, Saﬂéuoit, Rohm & Haas, .
and Allén Mebane joiped in a motion before the trial
court for a summary judgment of invalidity of this

patent of the basis that it was "on sale" or "in
public use" more than one year pfior to the filing

date.
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On December 14, 1954, Permatwist had transferred
to Leesona certain "inventions"” relating t0 yarn
processing., Universal Textured maintained that these
~inventions included the invention of the 912 patent.

Judge Atkins Heid.fhét'ﬁhere was no question but
that the 912 iﬁvention Was included in that'transfér
to Leesona and that sdch a transférlconstituted a

publié sale,

Double Heater Validity
(Abandonment).

On a Celanese and Fiber Iﬁdﬁstry motion, Judge
Atkins also rendered a sﬁmmary judgment of invaixdity
of the 912 patent for the same public sale as previously
described, and for the additiona; réason that the
inventors Stoddard and Seem abandoned the invention
‘before the patent application waé ever filed. ‘Judge
Atkins did not discuss the applicétioﬁ of the facts
of abandonment in this pérticulaf case, and we are
lacking the details thereof, but it appeaﬁs that
Leescona failed to dhallenge Celanese's assertion,

which, according to the judge, was demonstrated by
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undisputed materialéfacts.'

‘Double Heater Validity .
(Product Claims)

.During‘thé course of ﬁhéxdis¢o§é£y procéediﬁgs,
Warren A; Seeﬁ‘stated during'aﬁfinterrbgﬁtbry.thét_
"yarns comprising fabrics subjected toc any of thé
'various finishing téchﬁiques' £e5pond to the yarn

definitions which .are set forth in any of Claims 24,

.25, 26, 27, 28, and 31 of Patent 3,091,912." Celanese

moved for a summary judgment of invalidity of the
product claims of the 912 patent because Mr. Seem's
statement was an admission that these claims cannot .

be valid if they describe yarns which were present’

in the fabrics produced by the c¢mmon.practice of the
prior art.

Judge ‘Atkins held that with:such material before

the .court, he had no alternative but to grant the
motion. All of the product claims in the patent were

"thus held invalid.
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Double Heater Misuse

Following the above, on Aug@ét 29, 1974, Judge
Atkins ordered dismissal of the Federated complaint
'stating'that'“thefcourtIhaving déﬁermined the patents

on which the cause is premised are unenforceable,

orders the complaint dismissed sua sponte."

Observations

With the exception of the ohé summary judgment
ruling on the validity of'the.siééle heater patents
which has been through the appealiprobess, all of the
important rulings and suﬁmary judéments in this case
were handéd down during the springgand summer of 1974,
This means, unless special actionéis taken in the Court

of Appeals to take these motions ¢ut of turn, there

will be no answers, even to the sﬁmmary judgment.

guestions, for another year.

When these answers dq come, ‘the chances are
better than even that Judge Atkin$ will be reversed,

almost assuredly with respect to his summary judgment

of invalidity of the double heater (912 patent) for the

123




Same reason as the first reversai,'and probably with

respect to all of them.

‘But a reversal of any o£ all of Judge Atkins'
rulings will not mean the end oféthe litigation; only .
thaﬁ-the litigation'is justrgetting started. Remember
that there has been, as yet, no trial. .There has

been only discovery and a few motions. No considera-

tion has yet been made of the paﬁgntability of any of
the patents over the prior art; Qf whetﬁer, as is
routine in modern—daf U.S. patentilitigation, there
was a proper cbnduét of the prosgéution of the U.S.

patent applicatidn by the attornéy for the applicant.

(This would involve, of coufse, ¢onsideration whether
there was full disclosure to the‘Pﬁtent Office of all

- prior art, and of all data.)

It may be that if the misuse rﬁlings are'upheld

on appeal, the parties will not cbnsider further

litigation worthwhile. I would guess that with the
expiration of the single heater patents in August of

this year, this part of the litigafion.would hardly

be worth pursuing further if the Court of Appeals

sustains Judge Atkins' ruling on misuse.

These would only be'remaining:the double heater

patents on which, although infrinéement exposure before
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the court may.be relatively light, potential infringe~-
ment exposure until June 1980 when the 912 patent

expires could be significant.
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October 29, 1974
Japanese Group, Committee #1, -
.V:L(:e-—Chairman )

‘ Tautomu Fujimoto- ’
(‘.'L‘anabe Seiyaku Co., Ltd.)

I 'Presented by ;
‘Magafumi- Tsukamoto :
. (Mitsubishki Heavy Ind.,Ltd.)

ON THE TRADEMARK REFORM BILL OF JAPAN

1. INTRODUCTION:

- The table illustrates the numbers of trademark applica~-
tions in various countries for a little over the last decade and
demonstrates that the number of trademark applications in
Japan is incredibly high in comparison with other countries,
Take 1972, for example, the number of applicationg-in Japun
is about 5 times higher than the United States, about 9 times
higher than in West Germany, about 10 times higher than in
the United Kingdom, just to name a few. It,Jooks simply
amazing, .

Trademark Applicationgin Various Countries

- Country N West United

Japan UsA France Gerrrany |Kingdom Ttaly
Ye;r Applica~| Applica-{Applica-{Applica-{Applicad Applica-
tions tions tions tions tions tions
1960 39,089 | 22,781 19,4771 23,161|15,328 8, 331
1961 37,458 | 23,782 | 20,768 22,949 13,997 8,803
1962 34,985 [ 25,130 | 21,952] 23,342| 14,210} 9,150
1963 56,776 | 24,391 | 20,375] 24,478 15,024 | 7,119
1964 59,950 | 25,574 ] 21,043 24,694 15,388 | 9,108
1965 62,123 | 26,400 | 40,121] 24,6889 14,995 9,416
1966 75,685 | 27,689 | 21,157 23,389 14,868 {10,036
1967 82,348 | 28,018 | 20,564 23,161] 15,495 | 10,79%
‘1968 | 94,243 | 29,378 | 16,800] 21,962| 16,820 | 11,955
1969 115,811 | 32,434 1 21,631} 20,687}17,139 |12, 350
1970 139,414 | 33,326 | 21,794 19,881 16,511 | 11,923
1971 142,518 | 32,794 ) 21,392 18,997{15,735 11,192
1972 183,495 | 34,970 | 24,038| 22,482] 18,703 |12, 846
1973 200,133 .
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However, being large is not necessarily a good thing.
"As a matter of fact it is not so much amazmg as it is indeed
abnormal and annoying to Japan.

Because of the difficulties in increasing the number of
examiners on the part of the Japanese Patent Office to cope
with this trademark explosion, a large back log has piled up

-in the Patent Office until it has reached as of the end of 1973

as large as about 480, 000, pen'ding applications. This sup-
posedly will.require an average of a little over 4 years for
disposal, The 1mbalance between trademdrk apphcatmns and
disposal capamt)‘nsreated headdches to all people c.oncerned

The shortenmg of the disposal period for trademark
: appl:.catmns, is also a 'must’ for Japan, now that she has
determined to affiliate w1th the TRT at a pos51hly early date
which requires a disposal ‘period of 15 months. ' :

And yet the fact is that this trademark explosion is
presently not about to ‘stop, and so the trademark system of
‘this country is now gomg to break down and collapse.

A certain high ra.nking official who happens to be'in a
responsible position'in the Patent Office is quoted as saying
that he is now between the devil and the deep blue sea,

So much so.indeed that today .Iapan is belng confronted
with a trademark crisis in addition to an oil crisis.

"In order for the Government to fight the current trade-
mark crisis, the Industrial Property nght System Council,
or the Trademark Subcomm1ttee thereof to be more .exact,
was organized in the Ministry of International Trade and
Industries in January of this year. Study has been underway
to discover ways and means for effective management of the
trademark system from every possible angle including im-
provements and ameliorations both on management, admin-
istration, and legislation in regard to the trademark system
since that time. The Subcommittee has made intensive =
studies in cooperation with various trademark associations
in order to identify the cause of the current trademark ex-
plosion and has now almost reached a conclusion as to what
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approaches should be taken in order to overcome the current
trademark crisis,

So let me take this opportumty to enlarge on the outline
of the approach made by the Subcommittee on remedies for
the current trademark crisis with particular reference to the

key cause of the current trademark explosion and prospective
counter measures thereto.

‘ ‘ THE :
. 2. THE CAUSE OF,\TRADEMARK EXPLOSION

As will be clear from the prevmus table, only Japan
has suffered from a trademark explosion. Are there any
i ' factors peculiar and unique to Japan that have caused this
- crisis? ' : 7 '

‘As is oftenthe cé,se, the causeé of the current trademark

explosion is not simple, since varlous factors are inevitably
interrelated. :

According to the analysis made by the Subcommittee,
rthe followmg appear to be major factors.

2.1 The economic, industrial, and social change in Japanese so-
ciety is the background to the current trademark explosion:

With the rise in nation's incomé followed by a rise in
' the standard of living in combination with advancements in
the mass media, goods have become remarkably varied and
advertising has become mcreasmgly_ active,

These things combined make the roles played by trade-
5 marks so conspicuous that it has come to be generally con~
sidered that it would be better to get all potentially useful
trademarks registered as early as possible. This kind of

| situation is considered to be the background underlying the
current trademark explomon.

2.2 A narrow concept of similarity is a rn'ajor factor:
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S 2.3

The concept of similarity which might cause confusion
on a trademark on the part of the examiners in Japan seems
to be relatively narrow as opposed to the United States and
various European countries. Also it seems to be a little
narrower than business concerns here expect it should be.
Thus it is rather easy to register a trademark if it bears only
a comparatively slight difference from prior registered "
trademarks pertaining to the goods in question.

Accord_ingly perhaps one who is going to use a certain
trademark can not help feeling some sense of apprehension
and uneasiness lest some one else should reglster trademarks
very similar and close to his trademark

This uneasiness and apprehension prompts one to file
trademark applications to cover all trademarks similar to or
close to his trademark so that one will not be forstalled by
anyone else. The filing of trademark apphcatmns for defense
purposes 1nev1tab1y leads to an increase in Lrademark
apphc ations.

Some tradgmark applications may be filed by the un-
‘scrupulous to try to get trademarks registered that are more
ror less close to a certain well known trademark possibly w1th
an intention of a free ride.

In either case, the narrow concept of similarity on the
part of examiners is considered to be one of the major factors
leading to the trademark explosion.

The freedom of trademarks is Another factor:

Perhaps this subtitle may sound somewhat strange to
most of our American friends here, [ am afraid,

Unlike the United States where the socalled use princi-
ple has long been established and people are deeply engrained
with this philosophy of frademarks, here in Japan one can
apply and register a trademark for just about anythmg one
wants irrespective of use or will to use.

Furthermore once one obtains a trademark registra-
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tion one secure a strong position in w:fhich one can enjoy the
~ full privilege of monopolizing and licensing at will as long as
-one wants whether or not one uses the trademark.

There is indeed an article provided by the Japanese
- Trademark Law défining the cancellation of a trademark reg-

istration due to failure to use over a period of more than 3
years. StJ:'a.ngrzzlyj enough no precedent of a trademark regis-
tration being cancelled has ever been heard of in the past.

This is reportedly because of the d1ff1cu1t1es on the part
of the plaintiff in demonstrating the fact of non- use on the.
part of the trademark owner: the burden of submitting evi-,
dence being placed on the plaintiff accordmg to the provision
of the pre sent trademark law,

It follows that .Iapan seems to have more freedom than
the Umted States in this respect and that iswhy I have termed
this sectlon "'Freedom of Trademarks” as a subtitle,

"Very simply stated the Japaneée trademark system
practically has been run in almost the same way as the patent
system in which'people are free to invent, free to apply for a

,patent free to sell or. license, and free from cancellation due
" to non-~- use.

_ Itis, however, ironic that this freedom has turned out
not to be beneficial but rather to be detnmental ‘'The result
is what you see. ‘

Consequently it is quite natural for perhaps some people
to apply for trademark registrations for the purpose of acquir-
ing registrations. to sell or license to some one else without
any risk of the trademark registrations being cancelled.

_ As a matter of fact, the total number of trademark
reglstra.tmns at present is about 700, 000, however only 30%,
that is about 210, 000, is estimated to be in actual use, the
rest, the 70%, being either those registered for defensive
purposes or for stock purposes. None the less, this 70% -of
the total registrations presents a heavy burden to examiners
in the form of prior registrations they have to wrestle with,




which in turn contributes greatly to impeding their efforts to
shorten and minimize the disposal period.

A cheap fee is another factor:

The fee required for a trademark application is ¥2,000
(about $6. 00) which has remained unchanged since 1960. The
fee required for registration is ¥12, 000 {about $40).

People are readily able to file trademark applications
foot-loose without feeling any sensé of financial burden,

So it can not be denied that the low fee, particularly the
low application fee, has had a great deal to do with the current
trademark exploswn. .

APPROACH TO A SOLUTION:

Although the Japanese trademark system has been based
on the so-called registration principle, in view of the cause
of the trademark explosion as mentioned above the Subcom-
mittee is of the opunon, that it is absolutely necessary to
,revise the trademark law to work in a little or more of the
so-called use principle in order to curb the increase in trade-
mark applications as well as to curtail the number of trade-

.mark registrations, both of which more. than anything else

will contribute to shortening and minimizing the di sposal
period for trademark apphcatmns.

The prospecti‘ve angles from _Which the trademark law
will be amended and improvements will be made managerially
and administratively could be crudely discribed as follows:

The applicant shall state the line of business:

. Those app'licgtions for trademark registrations which
are considered to have no possibility of actual use of the

- .trademark mark in the light of the applicant's line of business

will be refused. For example, an apphcatlon for trademark
registration filed by a bank or an air line company would be
refused no matter what goods are involved for the above
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3.2

reason.

Those registered trademarks that hjave'never been put.in'to
practical use within 3 years of regi'stration shall be cancelled:

After an la.pse of 3 years from reglstratlon, the trade-
mark owner will be requested to submit a statement in regard
to the actual use of his trademark, otherwise it will be sub-
jected to cancellation. This is more or less similar to the
provision of the United State trademark law except for the

 difference in the lapse of years in which an affidavit or dec-

3.5

3.6

larationis requested to be filed.

Unless the registered trademark has been put into use w1th1n
3 years prlor to the renewal application, it shall not be
renewed, :

When a trial hearing is demanded for cancellation of a regis-
tered trademark for non-use for more than 3 consecutive
years, the burden of evidence of usé shall be borne by the
defendent, that is, the trademark owner. Thus it would no

‘longer be necessary for the pla1nt1ff to prove the fact of non-

use as 1t used to be.

In all of these three cases, if any other registered
trademark which is an associated trademark with the regis-
tered trademark concerned in respect to the designated goods,
or a reasonable cause for non-use of the trademark with re-
spect to the goods concerned, can be shown, the foregoing
cancellation or refusal will not be applied respectively.

Fees for a.pphcatmn and or reg1 stration shall be mcreased to
reasonable amounts,

It may-be that the application fee would be increased
from the present ¥2,000 to ¥10,000to 20, 000 that is about
$30 to $60.

A study team is set up for the purpose of formulating new

guide lines for broadening the concept of similarity of trade-
marks and goods for the examiners.
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3.7 The Patent Office shall make further efforts of all kinds with-

in its jurisdiction that could possibly contribute to speeding up
the examination and shortening the disposal period in terms

of enhancing work ethic and morale, securing suificient per-
sonnel, simplification and mechanization of examination pro-
cedures, training of examiners, and in every other way.

CONGLUSIONS:

The Patent Office believes the most urgent thing is to
shorten and minimize the disposal period by curbing the -
number of trademark applications, leaving up to future study
such matters as the introduction of the service mark system,
the international classification of goods, letters of consent,
substantive examination initiated by opposition, and so forth.

. . [ . : .

By concentrating primarily on this policy, the Patent

lOffice,is now going to publicize the approach made by the.

Subcommittee through various channels in an effort to obtain

‘public understanding of and support for the necessity of the

prospective revisions of the current trademark law.

o

runs smoothly.

In the meantime the phrasing of the prospective trade-
mark bill will be worked out by the authority concerned more
or less in line with this approach, although there may be .
some minor differences, and the bill will be sent to the forth-
coming ordinary diet for approval possibly in December of

this year. : :

Accgrding to the Patent Office, it will be about 5 years
before a.lldthe back log has been swept away and the disposal’
period has become as short as 15 months, short enough for
Japan to participate in TRT, when she is able to cooperate
with other countries in the field of international cooperation

of a trademark system on a global basis, provided everything
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PROTECTION OF SERVICE-MARKSEIN JAPAN - . -

-Since the amendment of Paris Convention for protection
of industrial property rights has agreed upon in 1958

at the Lisbon Congress, most of-member countries to the
Convention have started to prepare for the enactment )
of laws in their own countries for protection of service-
marks. Japan also agreed to the amendment at the Lisbon.
Congress but not yet enacted an independent law for

protection of service—marks

It shuld be referred here that the Paris Conventicn specifies
in-the:Artic1e 1k(see-the Egtracts from Paris Convention '

in the attached sheets) service-marks as.one of the objects'
to be protected under the Law of Industrial Property '

Rights,'and member countries have undertaken in the Article

6-6 (see the Extracts from Paris Convention in the attached '
sheets) to protect service-marks in their countries even

if they have no obligation to provide for registration

of service*marks.

Namely, any‘of'the nembericountrieslto rheréonvention
are obliged to take every possible step of their own
to protect service-marks in their country as far as they

have accepted the amendment at Lisbon Congress.
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Under the situationlwhere'no‘independentrlaw has yet

established for the”protection'of serVice-narks, they
are principally protected‘nnder the Trade Mark Law; Unfair
Competition Prevention Law and the Commercial Code as'

explained in the followings'

1)

Protection of service-marks under the Trade Mark

Law, (see the Extracts from Trade Mark Law in
the’ attached sheets) ' S

At present in”Jaoan; some of trade marks'regiStered

in Japan are similar in their function to service—

"marks. For instance, a broadcasting station has

registered as a trade mark the title of well—known
radio program with respect to the goods "books,
photographic and printed matter s and express company
has registered as a trade mark its own mark with

respect to the goods' transportation machines and

‘their parts, but both of them are service—marks

in function. Reégistrants of such trade narks may

expect to have such marks protected from an infringement
in the filed of their own. business, but such protection
can'not be expected in reality since such mark - '

are registered as trade marks with respect to a

certain specific goods not for ‘their own serviceing
businessesrthemselves. Such being the situation,

protection of a mark is being used for a business

such as broadcasting or express by those who offer
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" service not'goods'is out of.queStion under the

current Trade Mark Léw, This can be said also
in view of the difinition of trade mark itself.
Even in thé case where service-marks seem tb be
pioteqtédﬂﬁy ﬁay of registrationzﬁnder the_Tradé
Mark Law, they are exéctly not éd much pro;ected

as expected.

Protéction of service-mark underéﬁnfair_Compepitidn
Prevention Law. (see the Extracts;from Unfair

Compétition Prevention Law in tﬁerattéched sheets)

Unfair Competitibn Prevention Law in Japantis'proviﬂéd
in Article 1—1—2'that-it may demand, as against

any'person using the same or similér'trade name

- or mark of another person ﬁhich is?wéll—kﬁown anﬂ

the same or similar business activities and facilities
of another person which is liable to induce others:
to believe that it_:epreseﬁts thezﬁusiness of_ahothe:
person, the discontinuaﬁce of itséuse for purpose

of unfair competitibn, and furthér=it provides

in Article 1-2 that any person who is acting as

the above has an'obligation with ciéim for damage
agalnst any person whbsevinterest is liable to

be thereby harmed. By thié proviéidn, it-is_presumed
that the service-mark shall be prb;ected, but in
thercase whére the extent of protgétion by this
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provision demands the discontinuance of use and
any claim fof.damagé, generally, the plaintiff

must prove that the facts which have sprung up

because of the cﬁnfusingly similar service-mark

and the dangers because of the confusingly service-

mark among the gemeral public because of the conduct

" of the defendant, and further has suffered damage

as a result of the above. In case of confusingly
similar se:vibe—marks spring up, the'condition'

for the trade name-and'mark of the plaintiff is

that it mustrbe_wellfkncwn. Accordingly, it may

not protect in an area that the trade name and

mark of plaintiff is not Well-known.: As above, -
the_protectioﬁ:pranair Competition Prevention

Law is not suffidient as compared with the Trade
Mark Law because various conditions will need to
be_added, and thérefore Unfair Competitiog Prevention

Law may not expect to have-strbng protection.

Protection of service-mark under the Commercial
Code. (see the Extracts from the Commercial Code
in the attached sheets)

In cases where the service-mark is the trade name,
it may be protected under the Commercial Code.
Namely, in conformity with the provision of Article
20-1 of the Commercial Code, the trade name owner
méy demand the discontinuance of its use and any " "

claim for damage against any person using the same
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Lmilar7£ré&e name fbf'puxpoSé:of‘ﬁhféir”cbmbétition,
irther, it is provided in Artiéle 21-1 and
4t a person who is using this fBr:a'dishdnéSt'”'
.2, ‘or any trade name which is liable to indice
'ts to believe that it represents the business
\iother person is a contract on demand of discontinuance

ts use and of any claim'for'daﬁégés;”-“ R

in any case, the plaintiff must bear fhe'féépﬂﬁSibility
proof that its act is done for tﬂé:pﬁrpoéé'of h
vair ¢ompetition and or for a dishonest purpose,
| in Article 20-2, its responsibility of proof
nonverted to the defeﬁdant,'but:a scope of its
esumpfidﬁ power is restricting Wiﬁhih the same

1ty,'£dﬁn‘of-viiiagé;

" the tendeéncy of the judicial precident is presumed
have an intention of unfair competition in case

¢ the trade pame being similar to other trade

iames dﬁﬁé&pﬁj'ahotﬁer‘?étsdn‘énd the products
- shich were manufactured by a persdﬁféré”éimilér -
o other goods manufactured by anﬁtﬁer person

n many cases there is an occasion ﬁhat both persons
are existifig within the same city, féwn'qf"Village
and in other cases, special circumstances exist
where a trade mark which was infringe& by'anothef'”
.peréon'fs well~known and o#uaﬁ invades has full"

knowledge of existéncé'ofathe othéréﬁérﬁqﬁ. Therefore,
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it may be said generaily speaking that thé Commercial.
Code is not given as strong protectionﬁasnthe_registered
. trade mark under the Trade Mark Law. -

Besides, the device mark ‘and the abbreviated trade
name -etc. may not take the. protection of the service-
mark under the Commercial Code _except for the cases
‘where it is a. well—known fact that such device

marks and abbreviated trade names are combined

with some trade TNames. Accordingly, a scope of
protection under ‘the Commercial Code is restricted

. to one part of service-marks.

As mentioned aane,‘it may Be=saidftnat-protection of
service-mark under the above mentioned laws are not adequate
since they- are restricted to omne. partfof the service-

, mark. Accordingly, in Japan, it is presumed that these

laws for the protection of the service-msrk need to

be put to sufficient use.

From now on, in view of the fact that in’ Japan, the
advertisement and propergation of enterprises that

are being carried out by active business by the prosperance

of a service industry and the progress of mass—media

etc., together with Japan will probably be'affiliated
with—T;ﬁ.T..in the near - future, it is beliened that

Japan is coming to the step to discuss the institutionalization
of the service-mark. '
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Attached sheets

I. Paris Convention
1) Article 1.

(1)' The countries to which this Convention
applies constitute a Union for the
protection of industrial property.

(2) The protection of industrial property
~ . ‘has as its object patents, utility
. models, industrial designs, trademarks,
service marks, trade names, -indications
of source or appellations of origim,
and the repression of unfair competition.

(3) Industrial property shall be understood
in the broadest sénse and shall apply
not only to industry and commerce

. o proper, but likewise to agricultural
and extractive industries and to all
‘manufactured or natural products, for
example: wines, grain, tobacco leaf,
fruit, cattle, minerals, mineral waters,
beer, flowers, and flour. '

(4) Patents shall include the various kinds
of industrial patents recognized by '
the laws of the countries of the Union,
such as patents of importation, patents
of improvement, patents and certificates
of addition, ete. ' : -

'2) Article 6. sexies

The'dountries of the Union undertake to protect
service marks. They shall not be required
‘to provide for the registration of such marks.
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II. Trade Mark Law

1)

Article 2.

"Irade mark" in this law means characters,
figures or signs, or any combination of these,
or any combination of these and colours
(hereinafter referred to as the "mark") which

 a person who produces, processes, certifies

or assigns goods as a business uses on such
goods, - . . S

I11. Unfair“Competition-Law

1 |

2)

Article 1~1-2.

In case there is one person who commits an

~act falling under one of the following

items, the other person whose business interest
is likely to be injured therewith may demand

. cegsation of such an act:

Act of using an indication identical
with or similar to such full name, trade
“name, mark of the other person or any
such other indication of the business
and good will of the other person as
widely know in the territory where

this law is in force and thereby causing
confusion with the business establishment
or activities of the other person;

Article 1-2-1.

A person who has committed an act falling
under respective items of paragraph 1 of the
preceding Article instentionally or negligently
ghall be responsible for damages to a person

: whose business interest is injured therewith.
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IV. Commercilal Code

D

2)

3

Article 20-1.

A person who has régisteréd a trade name

may demand, as against any person using the
same or a similar trade name for purposes
of unfair competition, the discontinuance of

‘1ts use; this shall not, however, preclude
~any claim for damages.

Article 20-2.

Any person who uses the registered trade name
of another in the same city, town or village
in respect of the same class of business
shall be presumed to do so for purposes of

‘unfair competition.

Article 21.

1. No person shall, for a dishonest purpose,
use any trade name which is liable to :
induce other to believe that it represents
‘the business of anothex pPerson.

2. In cases where a person has used such a
misleading trade name in contravention
~of the provisions of the preceding -
paragraph, any person whose interest is-

liable to be thereby harmed may demand

discontinuance of its use; this shall not,
however, preclude any claim for damages.
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Cctober 29, 1974

Japanese Group, Committee #1.

Vice-chairman® o :
Tsutomy FUJIMOTO . 7 :
{Tanabe feivaku Coy, Ltd)

Fresented by: - Co
FEitoshi NaKAMURA o
(Takeda Chem. Ind. Ltd.)

Trademark Problem in People's_Republic of China

Iﬂ the first place I wouid like to ﬁoiﬁt out that’
Peﬁﬁle's Republic of China has a different_social
‘fsystem from that in C&bitalist couﬂtries, which
creates differegt"législétion also in the field of
‘trademark‘systeﬁ. ‘Namely, the primary object gf
maintaining trademérk system in capitalist éouﬁtries'
‘is to protect,entérpri#es who use trademarks, while
in China,,és frovided for in Article 1 of its trade-
mark law which is called "Measures for the Control
of Trade Marks™, it aims at "strengthening the
control of trademarks and urging enterprises to
ensure ané improve the quality af ;heif'products."
.In other words, the protection of the conéumer and
the community at largé is the fifét consideration.

In ordef tq-obtain Valid.prﬁtectibn'of the public,
the Measures impose'an dbligation to\entérprises to
maintain and iﬁprove the quality of their produéts,
and as referred to later, where the qualitf of their
'.producté deferiorates,_the registratidn of the trade}_
mark used on such products shall be cancelled by the

 AdminiStration;
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While.ih”chiﬁa:i% is'not obligafory to use a trade-
mark it may be recommendable to use a trademark
there Just as we do in capltallst countrles, for
there seems:to be ‘much stronger demand for trade-f

marked products in Chlna,rtoo.

Secondly, I would like to-explain.an cutline of the -
trademark sYStemfand'the‘charaoteristic of the
Trademark Measures in People's Républic of China.

PR AL

[Outllne of Trademark System] )

The Measures . for the Control of: Trademarks nowl L
Veaisting-were~promu1gated_on Apri1 10, 1963_and the
'Provisionai,Regulation'of AugusthS,*ﬁQSOWVformer.
”gOVerninglregistrétion*bf‘frademarks;ﬁas?repealéd
on the same day ' These Measures are composed of

14 artlcles, and based upon Artlcle 13 of the new
Measures "Enforcement Rules for the Regulatlon for
the Control of Trade Marks' were promulgated on

April 25,:1963.  The Enforcement RuleS‘are composed .

of Zl.articles;“
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As you are aware, China is not ‘the member for the

. Convention of Paris Union, and citizems of foreign

countries are in’ principle not entitled to the

.-registration of their trademarks in China. How-

‘ever, in accordance with Article 12 of the

Measureébfforéign éhterprisés'may épplyhiffﬁ

special reciprocal.convention. exists between China: -
and'an;épplicaﬁt'country'With“régardﬂto protecfi6n
of trademarks, provided that thé trademark has been
registered in the home country. Such special
conventions already exist with following 10:
countries:

Canada, : Czechoslovakia, - -Denmark; . ~~Finland,

Germany (East), - Hungary, * - Italy, ~ Sweden,
Switzerland, United Kingdom.

Since Japan and United Statés have not yet' conclud-
ed such special conventions with China, both
Japanese and American compdnies are mnot able to
registerrthéir trademarks in their own names.

It i5 said that citizens and firms of countries
which still do nof have a special convention for

reciprocity could eventually obtain registration
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in the name of their'subsidiariéé,‘affiliétes or
other ffiendly firms domiciled in a'country.Which
‘has such special convention, butLI_do_not.know

actual cases where trademarkslhsé beén‘tégisﬁeréd

in. China in that way.

Foreign enterprises must entrust the Trade Marks
‘Registration Agency of the China Council for the
Promotion of International Trade:withﬁthe applica—-

tion for the registration of trademarks.

[Characteristic of the Trademark Measures of China]
1. As expressly provided in.Afticles 1 and 3 of the
‘Méa5ures, a trademark in China serves as a '

guarantee of quality of a product:

It is said that in China quality of products is

always under the Supervisiqn énd inspectien of

the AdminiStratibn. Thereforé, |

(1) under Article S;fPar. 1 of the Enforcement
Rules;'enterprises applyiné fqr'registration

of trademarks are fequired.tq.Submit, for
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each trademark, a quality specifications
‘form of the product together with other

necessary documents, and

(2) under Article 11(1) of the Measures a
regisﬁration of a trademark shaii'be
éancelled_by-the Adminisfraﬁion in the
.case where the quality of a product
deteriorétes'as a result of rough and
scampy work. . |

However, Article'B, Par. 1 of the Enforcement

Rules shall not be appliéd_tp the application

of foreign enterprises, and.Article 11(1)'

does not seem to be applied tO'the trademarks

owned.by'fofeign enterprises, probabiy.by the
reason that the products of foreign enterprises
in general are subject to the claim as to
quality of products by the Administration

through sales agreement with China Government.

2. Under Article 5, Par. 2 of the Measures mno-

foreign language may be used as-tradémarksg
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However, it may be accepted to represent a
Chineseﬂtrademark With'its”Roman'tharaCters
phonetically equivalent thereto in the trade-

‘mark specimen.

3. The first appiicantZQf a.tféaémérk is entitled
to the rééi§fration'théreof."?Undef‘Aftic1e 2,
Par.fl}of-tﬁe Measures all thé'tfademafks to
be used must be registered, fﬁo%gh this”b%ovi-
§ién"i§'notiépplied.to fdréigﬁ‘eﬁtefbriSeSl"
This means ‘that doﬁésfic'entérpffSeé shéil'bel

prohibited from using an unregistered trade-

mark and that no right could be dcquired from

an’ unregistered trademark even if it has been

_used' e

4. Cancellation of a registration of a trademark

is dealt with in Article 11 of the Measures

and this Articie contains the cancellation of
a registration of a tradematrk under the follow-

ing circumstances;

(1) where a.registered trademark has not been
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in use for one fuil'yeéf_and'no‘ﬁpnmission'
has5been.graﬁted for its resef#étion, and

(2) where thé qﬁalityiof alfrddﬁct deteriorates
as a result of rdﬁgh'aﬁd'scamﬁy work.

These brdviSidns;'howeﬁer; will probably not be

applied to foreign enterprises.

With‘fegafd to the péfin of a tfddem;rk”right,
Article 10 provides as follows: h
l"fhé period of uée of a_}egistered trédef
mark ﬁhQil be from thé date of régi;tfatién
to the time when thé.gntefpriselappiies for
its céﬁéellatibn.” JV o | |
However, the registration granted to a fcreign
enterprise is for a term fixed by the Administra-

tion which seems to be 10 years generally.

A régistered trademark may be assigned whether

or not the trademark is owned by a domestic or
Iforeign enterprises, but under Article 19 of the
Enforcement ﬁules foreign enterprises must assign

their home registration at -the same time.
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7. Although the Meaéures have ﬁo specific provision
with'régard to the prOceediﬁgs'for infringement,
it is said that the‘registrant shall'be*entitled
to institute:proceedings togprevent'Oerp

- recover damages for the inffﬁngememi of it§~
registered trademarks to the Central Admlnlstra-
tive Bureau for Industry and Commerce or to the.

People's Court even under thg—present Measures.

In conclu51on, for the purpose of protectlon of
trademarks I 51ncerely hope that rec1proca1
conventlons be concluded between Chlna -United

States and Japan as early as poSsible.
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Legal Protection for Computer Software in Japan

Naoki Kyomoto:
Subcommittee 2,
Committee 1,

Introduction: .‘Japanese Group, PIPA

The increasingly extensive use of computers and the rapid

.deﬁelopment of software technology have raised the world-wide

issue of legal protection for softwaré;-particularly for com-

‘puter programs.

Judging from the present state of affairs, it is believed

that the software will be given protection evén-in'Japan ei-

ther through the patesnt or. copyright law o:vthrougﬁ_the_pro—

posed registration.system,* Ifjis-still tb_be”seeh;'howéver,

what kind bftprofegtiantsyStemjisﬁgéiﬁgytdqbé%evéntually”

adopted.

The following is a brief description of the historY-éﬁdi

the latest developments of this matter in Japan,

Patent Office and Court Decisions:

It should be noted that no clear-cut dispute has been
raised in Appeal Trials at the Patent Office. Similarly, no
decision has been Handéd-down by the Tpkyo High Court on the

computer programs. However, we have three cases which have
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some releﬁan§g tQ'the pfobleﬁ.éf éoftﬁaré.protectidn;
i) In 1948, the Tokyo High Court upheld the rejection by the
Patent'Office.ofraﬁ'application on a method of ciphering (Gyo
i Na No. 5 of 1948) on the ground that £he invention lacked
"the utilization of law‘of natufe":(s#ipulated under, Article
2, Paragraph 1 .of the existing Patent‘Laﬁ).- Thégsame.grouﬂd
has so far Been relied on by the Patent OfficeTfofzthe rejeg—
tion of applications on software, altﬁéugh the-“cdmputeripro—
gram” was not the direct issue of the.above-ménfidﬁed%éaSe.‘
Theories favoring thé.prﬁtecﬁion under-the'Phtént:Law
have been put forwaré-since th; aboveﬁmentioned High Court
" decision was handed down;_ However,-nohe‘of‘themﬁhas developed
into an estaBlished one. |
ii) ,In;the.corresponding-Japanese Applicétion_of Benson and
Tabbot assigned.to Western-Electric Company, Inc. (Filed Oct.
7, 1964, published Oct. 27, 1967 under?Patent Publication Np;
21906/67, and patented April 15, 1968 under Patent:No.515699),
the Japanese Patent Office granted a patent to the invention.
This is in contrast to the U.S. Sﬁpreme Court decision,
which denied the pateﬁtabi1ity of the invenfion, i;e., a me-
thod for the binary coded deécimal to éure binary conversion.

This case was first filed with the invention defined in the
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form of "the.conversion method of'numerical information", but
1ater reJected on the ground of the above—mentloned "lacklng
the utlllzatlon of law of nature rule. In re5ponse to the
rejection, the applicant revised the method claim into:an
'apparatus clalm, which was publlshed and allowed w1thout any
'_opp051tlon ralsed agalnst it. The allowed clalm sets forth
in 1ts preamble the several structual elements, i. e., hardware
features (although they seem to be.eommon to ordlnary compu—
ters), with the-characterizing'clause clearly‘defining'therk
oPeratlon of one (control c1rcu1t) of the structural elements
K(The operatlon is performed accordlng to the program)
Although th1s is be51de the po1nt, some Examlnersiat the

Patent Offlce say that thls case should have been reJected on
'the grounds of 1nsuff1c1ent dlsclosure.”. o

) On the other hand in-the Japanese fatent Publication
No, 5401/66 t1t1ed N System for Protectlng Spec1a1 Worklng
.Programs for an Electronlc Gomputer ass1gned to Onoda Cement
Company, Ltd. (Filed Feb. 28, 1963, published Mar. 25, 1966),
the ?atent‘dfflce anplied the.eboneehentioned "lacking the
utilization of .law of nature"'rule to.rejectithe'apnllca—:'
tion. |

The invention resides in a systen for protecting special
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working programs such as input and putﬁuf control routine and
teétrroutine for a more efficient use ;f-a comﬁutex. When
published on March 25, 1966,étwo Oppésitions were.filed and
the Examinef tdpk them and finally réjected'the.applicatibn
on the ground that the inven?ion ipvoi#es a software technique
in a part of the structual eiements énd that it lacked as a
whole the utilization of lawjof nature. Then, the applicant

filed a Demand for an Appeal Trial witﬁ the Patent Office,

. which is still pending..

"Guidelines for the_Examinatign at the Patent Office:

What can be said c1ear1§ at the moment is that the Patent
Office does not apply the "lacking the utilization of law of
nature" rule to the following cases: lz

(a) 1If a program proves to markedly improve the performance

of a hardware, the invention may be défined in the form of a

method for controlling the hardware. ASuch method claim is not
rejected on the above-mentioﬂed ground; (b) If a program pro-

vides a new apparatus when combined With a hardware, an appa-

ratus claim for such combination is not rejected on the above-
mentioned ground (see item (ii) above); and (¢) If a computer

controlled by the program forms a part of an apparatus for
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controiling other machines or for controlling the steps of a
process for producing or processing goods, the invention may

be defined in the form of a method or apparatus for automatic
control, prpduction or processing. Such claim is not subjec-

ted to the above-mentioned rule.

Studies in Progress at the Patent Office:

The Software Committee was set up at the Patent Office
in 1971 for studying the feasibility of preparing any crjteria
for judging the patentability of software-based inventioms.

However, no conclusion has been reached yet.

Possibility of Software Protection through Laws other than

Patent Law:
i)  Proposal by MITI

Investigation Committee on Legal Protection for Computer
Software, set up by the Ministry of Internationéi Trade and

Industry (MITI) in July 1971,*issué& an intfiﬁ report in May

1972, This report says that a registration system should be
established to give a proper protection for_tomputer'progfams.
- The proposed registration systém is quite similar to the

one proposed by Mr;_Galbi of IBM. Stated more 3pecifida11y,
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it is based on the idea of grantingithé right of injunction .
‘againsf:aﬁy'unéﬁthbriééd copying and using of programs by a
:third parfy.' o

| 'Aééording'td.én éfticlg'appeériné:in'fhe'June'18;“1974
issue of Nikkan Kogyo Shinbun (oné'bf”tﬂéfleaﬂihg'inﬂustfy_
oriented daily newspapers), MITI pléns to introduce a new
legislation including éhe'fdlloWihg.ﬁroVisidﬁsi

fé) Buéiﬁéééffirms-seeking ﬁrotectiqﬁ under tﬁe_plaﬂned sys—
fem;ﬁust bé”régiéteréd'ét.MITI; (b)}Prdgrams de%elopédrby the
.régi;.ste'r.'e& firms are certified by MITI; and () Injunctio.n"may_
be réquested_againsf‘unauthOrized use and copy of the certifi-
ed programs..

| niafting ‘of a bill is r'epoi-é-'e'dly-‘ now’ under wgy. at MITI.

It is not known, however, when it is brought to the Diet.

» 1i) Report of the Second Subcommittge-of_the Cépyright
Cpunqil:j
The gist of the report submitted in June 1973 by the

Subcommittee to the Director of the Culture Agency is as

- follows:

(a) A computer program may be regarded as a piece of
work as stipulated by Article 2,"Paragraph 1 of the Copyright

Law;
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{(b) The recording of programs and data onto punched‘or
marked cards or the like used for the ﬁufpose of feeding them
into a computer constitutés the copying defined by the Copﬁ-

.right'Law; and |

(c) The uée of programs within the computer does not
constituteskthé éoPying. . |

However, there is an inherent difficulty in‘i&entifying
the programs recorded oﬁto the cards and the like. WTO'sta;e
~more definitely, it is extremely difficuit to confirm whether

a recorded.gontgnt is a copy of a program only tﬁrough the
éutwa?d*appéa:ance of the cards and the like. More se?iqus
pfoblémfaﬁbut_thié planned protection system is that thé.use
:of‘prdgrams Within,the'computer doés not constitute the_copy—
ing stiﬁulated by the Copyright Law. For these reasons, the
proposed protectioé'by the Copyrigﬁt Law is not‘believed.éf;

fective.
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SURVEY OF PATENT PROTECTION FOR COMPUTER PROGRAMS - REUBEN SPENCER

ON AN iNTEBNA.TIOl\IAL BASTS, EXCEPT FOR A FEW COUNTRIES,
THE MANNER IN WHICH COMPUTER PROGRAMS CAN BE LEGALLY PROTECTED
IS FAR FROM CLEAR. THE SITUATION IS FLUID AND STITL DEVELOFING.

THERE IS NO COMMON POLICY. -

AN ADVISORY GROUP OF NON-GOVERMMENTAL EXPERTS N THE
PROTECTION OF COMPUTER PROGRAMS MET IN GENEVA, JUNE 17 o
JUNE 20, 1974, UNDER THE AUSPICES OF WIPO AND ISSUED A REPORT
DATED JULY 5, 1974. THE BEPGRT SPECTFICATLY ij:cﬁATED THAT
| ERE IS UNDESIRABLE UNCERTATNTY ABOUT THE EXTENT AND THE
NATURE OF PROTECTION AVATLARLE UNDER EXISTING NATICNAL TAVS.
THERE WAS GREAT DOUBT ABOUT THE POSSIELE TMPLICATIONS OF
SPEC_IFICAILf EXCLUDING COMPUTER PROGRAMS FROM PATENT |
PROTECTION IN NATIONAL STATUTES, INTERNATIONAL CONVENTIONS

AND COURT DECISIONS.

I PROPOSE TO PRESENT A REVIEW OF THE INTERNATTONAL |
STTUATION REGARDING THE AVATLABTLITY OF PATENT PROTECTION
'FOR COMPUTER SOFTWARE, THE STTUATION IN JAPAN WILL EE DIS-
CUSSED BY MR. KYOMOTO, -MY REVIEW DOES NOT PURPORT TO- SET
FORTH FINAL -CONCLUSIONS AS TO WHAT THE LAW IS OR MAY EE IN

ANY PARTICULAR COUNTRY.
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AUSTRTA : _ )
- WO DECISIONS WERE RENDERED m 1968 ONE EA.CH BY 'JIEIE

NULLITY SENATE AND THE APPEAL SENATE oF THE AUSTRIAN

PATENT OFFICE. THESE DECISIONS HELD ‘H—IAT COMPUTER PROGRAMS

ARE NOT PA‘I‘ENTABI.E _

IN A THTRD DEGIS_ION, "DATED OCTOBER 25, 1970, THE
APPEAL DIVISION OF THE PATENT OFFICE ALSO HELD PROGRAMS -

TO BE UNPATENTABLE,

AUSTRALIA.

TEE AUSTRALIAN COUR‘I‘S HA'VE REJECTED TI-IE NOTION 'IHAT
COMPU'I‘ER PROGRAMS .A.RE THE PROPER SUBJEC'I‘ FOR P.A’_'L‘ENT PRO-
'.'L‘ECT:I;OI\?° 'IfHEY HAVE .ALSO COMIV]EN'IED aw TI-IE GENERAL PUBLIC.
POLICY OF AI.LOWING- PATEN‘I‘S TO INCLUDE ‘IHE USE OF COMPUTER

 PROGRAMB »

HOWEVER, THE PATENT OFFICE APPEARS TO HAVE LIMITED
HE ‘SCOPE OF THESE RULINGS, :m A DECISTON OF THE COMMISSIONER
OF PATENTS PRINTED TN VOL. 44, PAGES 846-851, OF THE OFFIOTAL
JOURNAL DATE‘D MARCH 7, 1974 IT ms STA‘I‘ED '.EHAT. "...o’l_‘HE
PRACTICE OF THE PATENT OFFICE m MATI'ERS RELATII\TG T
PROGRAMMING OF COMPUTERS MY 2R smvmmzm ™ THE FOLLOWING
MANKER, CONMPUTER PROGRAWES, comsxsme OF SEQUENCES OF
INSTRUCTIONS HOW A PROELEM MAY BE SOLVED, ARE NOT A PROPER SUBJECT FOR.
LETTERS PATENT. METHODS OF PROGRAMMING, CONSISTING OF THE |
| VRLTING DOWN, IN ONE FORM OR ANOTHER, OF A PROGRAMME ARE ATSO

NOT A PROPER SUBJECT FOR LETTERS PATENT, ‘A TANGIBLE RECORD

OF A PROGRAMVE TN A PHYSICAL FORM MAY EE PROPER SUBJECT-MATTER




FOR LETTERS PATENT IF I CANBEI%IF‘FERENTIA’IED FROM THE
PRIOR ART BY FEATURES OTHER TEHAN THE RECORDED. TEXT OF

THE INSTRUCTiONs; - AND FIZNAm-Y‘, 4 COMPUTER, ‘PROGRAMMED
BY 4 PARTTCULAR PROGRAMME, MAY ALSO EE' PROPER ‘SUBJECT
mmpoam&msmmmmmmmxs DIFFERENT
FROM THE PRIOR: ART OR HAS BEEN EFFECTIVELY MODIFIED

BY THE PROGRAMME"

'NO SPECIFIC PROTECTION IS PRUVIDED B:f LW FOR |
' COMPUTER PROGRAMS AND 'IHE!RE IS NO CASE LAW ON THE SUBJECT.
THE BEELGIUM PATENT LAW GOES BACK TO 1854 UNDERS‘ZEAIEABLY,
TEERE IS NO PROVISIOI\I GONCERNIII\TG SOFTWARE OR ANY‘HENG
SIMILAR TO IT. ARTICI.E I OF T LAW PROV::DES THAT a
 PATENT SHALL BE GRANTED FOR ANY DISCOVERY OR ANY IIMPROVE—
VENT SUSCEP‘I‘IBLE OF BEING EXPLOI'JZED As AI\T OBJ'ECT oF INDUSTRY
OR COMVERCE, THEREFORE, IF ‘ITIEJ COME'U'I‘ER PROGRAM COM?LIES
mmmommqmms- IFITISNEW IFITHASAN
| INDUSTRIAL CHARACTER, ™ THE BROAD SENSE OF THE WORD, AND
TF T IS ORIGINAL AID comsmwms 'IECHNICAL PROGRESS, THE
GENERAL OPINION TN THE PROFESSION IS THAT m BELGIUM THE
COMPUTER PROGRAM OR PART OF IT WHICH CORBESPONDS TO THESE

REQUIREMENTS WILL BE PROTECTED BY THE PATENT LAW,
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caaDa
TN CANADA THERE ARE NO DECISIONS OF THE COURTS WITH
REGARD TO THE PATENTABTLITY OF COMPUTER PROGRAMS, ALTHOUGH
THERE WERE DIRECTIONS ISSUED BY THE COMMISSIONER OF PATENTS
THAT COMPUTER PROGRAMS ARE NOT PATENTAFLE AS SUCH, IN OUR

WALDBAUM CASE (B.T.C.J. 5801-3) DECIDED IN 1971, THE

 COMMISSIONER OF PATENTS HELD THAT A COMPUTER PROGRAMEE‘;Dl]l\T .

A PARTTICULAR W.Alf WAS A MACHINE WH_'[CH ‘WAS DIFFERENT FROM THE

SAME COMPUTER PROGBAM&ED T_I\I ANO‘]HER WAX OR UNPROGRAM‘]ED, ANDl

THAT A MACHTNE S0 PROGRAIVJI.\EED WAS PA‘I‘ENTABI_E ON OCTOEER 23,

1973, THE CAI\IADIAN PATENT OFFICE GBAN’IED PATENT 95,922 ON &
COMPUTERIZED. ACCOUN‘I'ZIJ\IG SYS‘I'.EEVI TO XOMA LD, - THE PATENT |
INCLUDES APPARATUS CLATMS IN MEANS PLUS FUNCTION FORM

DEFINING THE MACI—]IL\IE MANTPULATION OF ACCOUNTING DATA, THE

PATENTEE HAS INSTTTUTED A NUMBER OF JI\IF'RINGEME[NT ACTIONS.

AS A MAJOR USER.OF COMPUTERS, THE CANADIAN GOVERNMENT HAS

ALSO HEARD FROM THE PATENT OWNER. AS A RESULT, THE PATENT
OFFICE HAS RECEIVED CRITICISM FOR ISSUING THE PATENT AND
FAS EEEN ASKED TO REVIEW THE WHOLE SITUATTON. WITH RESPECT
T0 OUR WALDBAUM DECISION, IT APPRARS THAT THE COMMISSTONER
DID NOT FULLY A..PPBECIATE TTS TMPLICATIONS WHEN HEl.A.PPROVEI.’J
THE DECISION OF THE PATENT APPEAL, BOARD. THE EXAMINING
DIVISION HAS REFN REQUESTED TO REVIEW AND CLARIFY THE
SITUATION, THE ONLY WAY THEY KNOW HOW 0 PROCEED IS 10

USE THE MACHINERY OF EYAMINER REJECTIONS, VELICH LEADS 70 THE

APFEAL BOARD AND TC THE COMMISSIONER,
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FRANCE

THE NEW FRENCH PATENT LAW OF JAI\T 2, 1968 STATES IN
ARTICLE 7 IHAT "PROGRAMS OR SERTES OF INS‘I‘RUCTIONS FOR
THE OPERATION OF A COMPUTER" 'SHATL, NOT EE CONSIDERED AS
INDUSTRIAL INVENTIONS AND, TI-]EBEFOBE, ARE NOT PATEINTABI_E
THIS PROVISION OF THE FRENCH PATENT LAV HAS BEEN IN'IERPRE‘IED
' BI THE COURTS SO THAT NOT ONLY PROGRAMS A.S S'U'CH BUT ALSO
INVENTIONS EFFECTED BY MEANS OF A COMPUIER PROGRAM, FOR EXAMPIE
AN INVENTION CONCEHNING A PA:DG‘I‘ mrtJBE EFFECTED AFTER .A. SEI.EC‘I'ION
| PROCESS EY A COME’TJ‘IER HAVE BEEL\T CONSIDERED UN?A‘IENTA.E{LE ' HOWEVER,
I‘I‘ IS ARGUABIE THAT TF COMPUTER PROGRAMS ARE EX:PRESSED I 'IEIE‘.
FORM OF PARTICULAR MACHTINE CONFIGURATIONS THEY MIGHT NOT
_NECESSAR.TLY EE EXCLUDED FROM PATENTABILITY UI\IDER THE FRENCH
'LAW. HOWEVER, THERE ARE NO DECISIONS oF THE FRENCH COURTS ON 'ITEZS.

QUESTION,

GERMANY

THE QUESTION OF PATENTABILITY OF COMPUTER PROGRAMS IN
GERMANY IS UNRESOLVEb, THE OPPONENTS OF pATENiABﬁ.ITy HAVE
BEEN FORTTFIED BY THE DECISION OF THE U.S. SUPREME COURT IN
THE BENSON-TABBOT CASE WHERE A: METHOD OF comeBS;bN OF BINARY
CODED DECTNAL NUMEERS TNTO PURE BINARY NUMEERS WAS DENIED
PATENTABILITY, AND ARTICLE 52 OF THE CONVENTION ON THE GRANT )
OF EUROPEAN PATENTS VHICH SPECIFICATLY EXCLUDES "PROGRAMS FOR
COMPUTERS". ‘SO FAR THE GERMAN PATENT COURT HAS §AVOIDED THE
BASTC QUESTION IF wﬁém, OR TO WHAT EXTENT, PATENT PROTECTION
SHOULD EE EXTENDED TO COMPUTER SOFTWARE. | |
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GERMANY (Cont'd)

MY OFFICE I-IAD THE RESPONSIBILITY FOR HANDLING THE
COUN’IERPART OF ‘TEHE EENSON-TAREOT APPEICAIIQN TN GERMANY,
ON AN APPEAI."ITIAT WE TOOK To THE GEFMAN FEDERAL PATENT
~ COURT. FROM A FINAL REJECTION BY THE GERMAN PATENT OFFICE,

mcoummummmmmsmmommm
U.S. SU‘PRE&VIE: COURT HAD PREVIOUSLY FOUND NO TNVENTION,
'mm:&: THERE WERE 'I‘ECI-]NICAL DIFFER'EJ\ICES BETWEEN THE
CLATMS BEFORE "EElE DIFFERENT COURTS, THE INVENTTVE
CONCEPT BEIL'L\TG CONSIDERED EY BO’B-I counms VAS TDENTICAL,
IN TE U.S. ITPIASHELDTOBEUNPATEN’MELEWI—EIE ™
GERMANY, IT WAS. HELD TO B PATENTABLE, m REACHING TTS
DECISION, THE GERMAN _GOURT 00K DUE NOTICE OF THE U.S.

SUPREME COURT .DECISION,

I FACT, 'IT-]E GERMAN COURT SPECIFICALLY AVOIDED THE
.ISSUE BY S'T.A.TJ.'.I\TG- "o 'IHE: SENA.‘IE EE.."L.JEVES I‘I' IS NEITLTEEB _
NEV-Y POSITION, NOR DOES iT SEE A BEASON TO ‘.T‘_AKE A BASIC _
STAND CONCERN:ING 'IHE PROBLEM OF PATENTABILI‘I’Y OF COMFUTER.
PROGRAMS OR TO CRITICAILY T.AIGZNG ISSUE E'VEN WI'I‘H T.FIE |
DECISTION OF TIE U 5. SUPREME COUR‘I‘...ON ‘IHE BASIS OF THE
RELEVANT FACTS ‘HEE PRESENT CASE IS NOT SUI‘I‘ED AS A
STARTING POINT FOR A DISCUSSION OF THE MOST BASIC PROBIEVI
TOUCHING ON THE MOST COMPLEX .AND THE MOST D_IFEICULT

ASPECTS, NAMELY, WHETHER OR TO WHAT EXTENT, ACCORDING TO .
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GERMANY (Cont'd)

_ GERMAN.LAW, PATENT® PROTECTION WOULD BE ACCESSTRLE ‘T COMPUTER
PROGRAMS 444+ A POSITION ON ‘TETS PROELEM WOULD REQUIRE THE
AVATLABTLITY OF A DEFINITION OF THE' TERM “COMPUTER PROGRAM"
Bnmme N APATENT’LAWCONSIDEBATION, SINCE 'ﬁﬂs‘PREREQfJISImE
'DOES NOT EXIST, ENGAGING IN BASIC CONSIDERATIONS WITH RESPECT
TO THE PATENTABILITY OF COMPUTER PROGRAMS, WHICH comsmz:m:om
WOULD GO BEYOND THE PRESEL\T'I' CASE THAT IS TO BE DECIDED, SUCH

' 'AT]IE!MP‘I'WOULDBEDOOMEDTOFAJLUBE "

IT WOULD APPEAR THAT TP 6 Tm PRESENT TIME, THE ONLY
DECISION THAT CONTAINS A DEFINITION OF A COMPUTER PROGRAM
IS THE PREVIOUSLY MENTTONED AUSTRALIAN DECTSION TN WHICH THE

COMMISSIOMER OF PATENTS SATD:

"IHE WORD PROGRAMVE HAS OFTEN EEEN USED m HE smqu‘
OF A PLAN oF'Acnbu, A SCHEME, A LIST OF OPEﬁATIbN_s, A:‘
: SEQUENCE OF INSTRUCTIONS, OR A SOLUTTON FOR A Psomm.
SOMETTVES TT TS MEANT TO COVER ‘I’HE NERE'M&ECTUAL CONGEPT,
AT OTHER TIMES IT REFERS TO WEHAT IS ACTUALLY WRITTEN DOWN
IN LONGHAND OR TN FLOW CHART FORM, AND SOMETIVES.TT REFERS
TO AN ACTUAL compom SUCH AS A CARD, TAPE OR OTHER RECORD
ON WEHICH THE oEA OF THE PROGRAM IS EMBODIED IN A FORM IN-
TELLIGIELE TO THE PARTICULAR MACHTINE, THERE MAY EE PROBLEM-
ORTENTED PROGRAMMES OR MAGHINE-ORTENTED PROGRAMMES ; AND THEY
- MAY INCLUDE SYMBOLIC INSTRUCTIONS bR TEY MAY NEED MACHINE

INSTRUCTIONS, "
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GERMANY (Cont'd)

THEREFORE, VITH RESPECT TO GERVANY. TT WOULD APPRAR THAT
AT THIS POTWT IN TIME IT IS _EASIER 'I‘O OBTATN A PATENT IN
COMPUTER PROGRAMMING RELATED INVENTIONS THAN IN THE UNITED
STATES., IT CANNOT BE SATD WITH CERTAINTY WHETHER OR NOT

COMPUTER PROGRAMS ARE PATENTABLE,.

GREAT BRTTAIN

UNTTL RECENTLY, THE BRITISH PATENT OFFICE FOLLOVED THE
DECTSTON IN SIEE & HARRTS (1966) R.P.C. 104 ALLOWING CLATMS
| TO COMFUTERS PROGRAMMED IN A PARTICULAR WAY AND ALSO THE -
DECISTON IN GEVER'S APPLICATION (1970) R.P.C. 91, BY
ALLOVING CLATMS IO COMPUTER PROGRAMS EMBODTED TN PHYSICAL
 FORM SUCH AS PUNGEED CARD OR TAPE. CLATMS HAVE ALSO EFEN
AILOWE.:DV FOR "METHODS OF PROGRAMMING. A COMPUTERM ON em
BASTS THAT SUCH CLATMS ARE A LOGICAL EXTENSION OF BOTH

THESE DECISIONS.

IN FEERUARY 1969, THE PATENT OFFICE LATD DOWN GUIDE LINES
AS TO WHAT WAS PATENTARLE AND WHAT NOT. THIS NOTICE PROVIDES
POR THE FOLLOWING:
A. PATENTS ARE NOT GRANTED FOR COMPUTER PROGRAMS AS SUCH.
B, NO OBJECTION, HOWEVER, IS RATSED FOR THE POLLOWING:
1. DNVENTIONS FOR NOVEL METHODS OF PROGRAMMING
- COMPUTERS TO OPERATE IN 4 SPECIFIED WAY ,

2. FOR COMPUTERS SDl PROGRAMMED &
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GREAT BRTTAYN (Cont'd)

3. POR A TAPE OR CARD HAVING RECORDED on iT
| A NOVEL PROGRAM TO CONTROL 4 COMPUTER TO
OPERATE TN & STATED WAY.
4, MEW USES OF COMPUTERS Ay comomm&
MANUPACTURIIG PROCESSES. _
5. A METHOD OF TESTING INVOLVING NOVEL PROGRAMS

' FOR COMPUTERS UNDER MANUFACTURE, .

THE BANKS COMMITTEE IN ITS REPORT ON THE BRITISH PATENT SYSTEM,

IN 1970, HAD RECOMMENDED AGATNST THE:GRANT OF PATENT PROTECTION FOR

COMPUTER PROGRAMS.,

m J‘ULY 1973, TEE U'N'ITED KINGDOM PATENT APPEAIB TRIBUNAL
¥ THE MAT'I‘ER oF BURROUGHS CORPORA'I‘ION APPLICATTON (197%) RPC 147,

REVTEWED TI-IE SI'I'UATION IN' GREAT BRI'_T.‘AJN

“WHILE THE SPECIFIC ISSUE WAS NO'I‘ BEFORE I‘I‘, THE COURT
DDICA‘I‘ED THAT 'II-]E CASE BEFORE I’I' "PROMI?TS 'IHE QUESTION WI-IE’IHER

COMPU’IER PROGRAMMES A3 SUCH CAN BE THE STJBJECT OF....PRO'IEC'I‘ION

- AND....IN WHAT FORM",

IN CONSIDERING THTS PROELEM THE COURT. STATED: °

", .. THE QUESTION EEFORE US DOES NOT DEPEND UPON FINE
DISTINCTIONS OF WORDS. LOOKING AT THE MATTER FROM THE
|COMMON SENSE POINT OF VIEW, WHY SHOULD 4 clm WHICH
STARTS VA METHOD OF PROGRAMMING A COMPUTER" ZE

ALLOVAELE, BUT ONE WHICH STARTS "A METHdD OF CONTROLLING
A COMPUTER" BE NOT ALLOVAEIE, WHEN THE RESULT OF EACH

METHOD IN PRA.CTICE I3 PRECISELY 'ITIE SAI\‘IE”"?




GREAT BRTTATN (Cont'd)

Mo I OU'R VIEW COMPUTER PROG-RAMMES WHICH HAVE THE,
EFFECT OF CON'I'ROILING COMPUTERS 'TO OPERATE IN A
PARTTCULAR WAY WHERE SUCH PROGRAMMES ARE. EMBOD]ED

o PH'.‘[SIC.AL FORM, ARE PROPER SUBJ'ECT MAT'.'L'ER FOR LETTERS

PATENT."

THE COURT ALSO INDICATED THAT:

"vv..IT IS PROBARLY DESTRAPLE THAT THERE SHOULD EE UNIFORMITY
ﬁmoueﬂommwombmmsmmmmmm, o
WEEN NEW PATENT LEGISLATION IS UNDER CONSIDERA.TION, IS A
GOOD CPPORTUNTTY FOR THE MATTER TO,BE CONSIDERED AT THE

APPROPRIATE ILEVEL SO THAT IF AGREE’MENT CAN EE REACHED

SUITABLE LEGISIATION MAY BE INTRODUCED AT A CONVENIENT

'I'IMEI_L\T’]I-IENEARFU’I‘URE."

lIT WILL B I\TO’.EED THAT THE BRITISH cozmm, AS DID TE T.S.
SUPREME COURT IN THE BENSON—TABBOT CASE INDICATED THAT THE

LEG-ISLA‘I‘URE 1S THE MOST APPROPRTATE BODY FOR RESOLVING THE

QUESTION OF WHETHER OR NOT COMPUTER PROGRAMS SHOULD EE
PATENTABLE, HOWEVER, THE BRITISH COURT DIFFERS FROM THE
UeS. SUPREME COURT IN THAT THE BRTTISH COURT, IN GENEHAL

HELD THAT COMPUTER PROGRAMS WERE PATE{NTABIIE WHEREAS THE

U.S. SUPREME COURT DECISION IN THE OPINION OF MANY COMMENTATORS

TENDED TO INDICATE THAT COMPU'I'ER PROGRAMS WERE NOT PATENTAELE

SUBJECT MATTER,
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THE NE‘I'HERLANDS
N THE NE‘IEERLANDS, PATENTS FOR COMPU'IER PROGRAMS HAVE
BEEN REFUSED.
THE BOARD OF APPEALS OF THE DUTCH PA‘I‘ENT OFFICE IN
TNTERTOCUTORY DECISION NO.. 9299 bJ.S/SECTION oun (BIE No. 2,
Feb, 15, 1971) IN THE MATTER .OF PATENT APPLICA:DION NO. _
231869 HEID: | |
WHE PROGRAMYING OF THE DEVIGE ACCORDING TO mE
INVENTION, THE SO-CALLED SOFTWARE I8, INDEE:D
FOUNDED ON 4 MERTTORTOUS IDEA, BUT THE TMPLEMEN-
TATION THEREOF IS UNPATENTARLE ETTHER AS A DEVICE
OR AS A PROCESS.
INTRODUCING A COMPUTER PROGRAM INTO & DEVICE SUTTABLE
FOR PROGRAM CONTROL, OR ALTERING A COMPUTER PROGRAM
.‘.m SUCH A DEVICE, DOES NOT MAKE IT A MEW PRODUCT.
STORAGES, COMPUTERS AND PROGRAM CONTROL SYSTEMS FOR
COMMUNTCATION SYSTEMS CHARACTERIZED ONLY BY THEIR
INFORMATION CONTENT ARE UNPATENTAELE,
A PROCESS FOR OPERATING A TEiEPHONE COMMUNICATTON
SYSTEM OR FOR EFFECTING CONI\]ECTIONS EETWEEN COMMUNICATION
PATHS IS AN UNPATENTARLE PROCESS, THTS BEING OVISIDE THE
DOMATN OF MATERTAL PRODUCTION, NOR EFFECTING ANY CHANGE IN

NATURE, "

ON THE OTHER HAND, ITHASBEENI—IELD'IHA’I‘ASYSTEMFOR :
COMPUTERIZED CONTROL IN THE FIE'LD OF MA’I’ERIAL "PRODUCTION, FOR
EXAMPIE, THE CONTROL: OF 4 REACTOR, COULD EBE CONSIDERED AS A

PATENTARIE METHOD. 1659




' SWITZERLAND |
\[HE SWISS FEDERAL, COURT CONFIRMED THE REJECTION OF A

PATENT APPLICATION ON A COMPUTER PROGRAM (SEE SWISS PATENT

MODEL, AND TRADEMARK GAZETTE, APRIL 30, 1973), THE SWISS

COURT HELD THAT EROGRAMG DOES NOT PATT, UNDER THE DEFINITIONS

. OF AN INVENTION TN THE SWISS PATENT LAW..

EASTERN E'U'ROPE

IN THE SOVIET UNION, THE INVENTIONS IAW DOES NOT CONTAIN
ANY REFERENCE TO 'IHE PRO‘I‘ECTION OF COMPU‘IER PROG-RAMS
MA’I‘I—IELMATICAL METHODS CANNOT BE THE SUBJECT OF PROTEC‘I‘IOI\T EY
A PATENT OR INVENTOR'S ACERTIFICA‘I_'E AND THE SAME APELIES TO
SYSTEMS FOR CONTROLLING MA.CI-D:NES. HOWEEER,' AUTHOR'S CER‘I‘IFICA‘I'ES
HAVE BEEN GRANTED FOR ALGORI’IHMS SUCH AS AUTHOR'S CER'I‘IFICATE
NO.. 226278 F‘OR n, PROCESS FOR CORREC'I‘]I\TG- ‘ERRORS TN COME’U'I‘ERS ‘
IN THE ARITTMETICAL PROCESSING- AND. TRANSFER oF II\]FORMATIO ", AND
AUTHOR'S CERTIFICATE NO. 231225 F‘OR "A PROCESS FOR DE'_TIECTING
ERRORS IL\T COMPU’IERS v TI-IE .ARITIMETICAL PROCESS]]\TG AND 'I‘RAI\TSFER

OF INFORMATIO ",

POLAND AND ‘EAST GERMANY

POLAND AND EAST GERMANY HAVE ENACTED SPECIFIC. STATUTORY

PROHTBITTIONS AGATNST THE PATENTING OF CCOMPUTER PROCRAMS.
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THE CURRENT PATENT OFFICE POSTTTON, WHICH IS SUPPORTED .'
BY THE SUPREME ADMINISTRATTVE COURT, IS THAT APPLICATIONS
MCONCERNING ALGORITEMS, METHODS OR PROCEDURES REALIZED
BY PROGRAMMING OF A COMPUTER ARE NOT BA " AND DO
NOT CONSTITUTE INVENTION ACCORDING TO SECTTON 1 OF THE
PATENTS ACT: |

"ANYONE WHO HAS MADE .AN INVENTION WEEIZCH 1S

' SUSCEPTIELE OF TNDUSTRTAL EXPLOITATION ... IS

ENTITLED .., TO A PATENT ... ."

PERTINENT PATENT OFFICE ARGUMENTS ARE THE FOLLOWING:
" wA CERTATN USE OF A PROGRAMAEIE MACHINE MERELY

]IVIPL.T_E}S THE BEALIZATION OF ONE OF TS ALMOST
 INFDNTTE NUMBER OF PO’.I‘EI[\]TIAL STATES AND THUS

WAS ACTUALLY FORESEEN UPON ITS CONCEPTION, THE
SPECIFIC USE, I,E., 4 PROCRAM, THUS IS NOT PA L
“A PROGRAM CONSTTTUTES A DESCRIPTION OF A’ MENTAL |
'PROCESS, AN ABSTRACT IDEA OR THE LIKE AND IS AS

SUCH NOT PATENTAELE."

THE UNITED STATES

FOR. MANY YEARS, IT WAS THE POSITION OF THE U,S, PATENT
" OFFICE, THAT COMPUTER PROGRAMS DID NOT CONSTITUTE PATENTABLE
SUBJECT MATTER, HOWEVER, IN 1969, IN THE SECOND DECISION, IN

IN RE PRATER AND WEI, 415 F.2d 1293, 162 U.S.P.Q. 541, THE
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THE UNTTED STATES (Comt!d)

_COURT OF GCUSTOMS AND PATENT APPEALS INCLUDED DICTA TO THE

EFFECT THAT IT KNEW OF NO REASON WHY BOTH PROCESS AND

APPARATUS CLATMS ENCOMPASSING THE OPERATION OF A PROGRAMMED
GENERAL-PURPOSE DIGITAL COMPUTER SHOULD NOT EE PATENTABLE.,

THIS GASE WAS FOLLOWED BY A SERTES OF DECISIONS BY THE C.C,P,A,,
WHICH ARE LISTED IN THE C.C.P.A, DECISION IN THE BENSON AND TAEROT |

CASE M1 F.2d 682, 169 U.S.P.Q. 548, (1971)  THESE DECISIONS,

m GENERAL, HIELD THAT CLATMS DIREC'I‘ED TO THE . ART OF DA‘.T.‘A

PROCESSING PLUS SOME SUBSIDIARY OR ADDITIONAL ART WERE PA‘IENTABIE
SUBJECT MATTER, THE BENSON AND TABBOT CASE DIFFERED FROM THE |
I~PR_T[0R CASES IN THAT THE CLAIMS WERE DIRECTED SOLELY TO THE ART

| OF DATA PROCESSING ITSELF AND THE C.C,P.A. HELD THAT SUCH CLATMS

WERE ERRONEQUSLY REJECTED EY THE PATENT OFFICE AS EMBRACING

NON--S’J!ATU"I"OEH SUBJEC’I;-MA‘ITL‘ERO THE PA‘I‘ENT OF‘FICE WXS GRANTED A
WRIT OF CER‘I'IORARI TO APPEAL THE Q,UES'I‘ION TO: 'H—IE SU'PRENE COURT

OF THE UNITED STATES. -THIS WAS THE FIRST-CA.S_E-TO 'REACH THE

SUPREME COURT IN WHICH THE PATENT APPLICATION RELATED ONLY TO A

PROGRAM AND NOT TO THE HARDWARE WITH WHICH IT WAS TO EE USED,

THE U.S. SUPREME COURT DECISION WAS RENDERED-IN 1972 IN

THE CASE OF GOTTSCHALK V. BENSON %09 U,S, 63,? 175 U,S.P.Q. 673

(1972). 1IN ITS DECISION, THE SUPREME COURT MADE NO REFERENCE

WHATSOEVER TO ANY OF THE PRTOR LAW ESTARLTSHED BY THE C.C.P.A.

AND REVERSED THE DECISION OF THE C.C.P.A, -THE COURT HELD AS FOLLOWS:
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THE UNITED STATES {(CONT'B)

WHE DO NOT HOLD THAT'NO PROCESS PATENT COULD m

* QUALTFY TF TT DID NOT MEET THE REQ,UIREMEIN’I‘S OF OUR
PRIOR PRECEDENTS, IT IS SATD TEAT THE DECISTON

| PRECLUDES A PATENT FOR ANY PROGRAM SERVICTNG A
COMPUTER, WE DO NOT S0 HOLD. I’I‘IS SATD THAT VE
HAVE EEFORE US A PROGRAM FOR A DIGITAL COMPUTER

BUT EXTEND OUR HOLDING TO PROGRAMS FOR AI\IALOG
COMPUTERS, WE HAVE, HOWEVER, MADE CLEAR FROM THE
START THAT WE DEAL w:tm A PROGRAM ONLY FOR _DIGI’L‘AL '
COMPUTERS, IT IS SATD WE FREEZE PROCESS PATENTS T0
OLD TECHNOLOGIES LEAVING NO ROOM FOR TEE REVELATIONS OF
THE NEW, ONRUSHING TECHNOLOGY. SUCH IS NOT OUR PURPOSE.

,WHA.'I' WE COME DOWN TO IN A NUTSHELL IS THE FOILOWING.

IT IS CONCEDED THAT WE MEY: MO DATSNT ) THEA. - BUF
TN PRACTICAI, EFFECT THAT WOULD EE -THE RESULT IF THE
FORMULA FOR CONVERTING BmAHY CODE TO PURE BINARY

WERE PATENTED IN THIS CASE

THE MATHEMATICAL FORMILA INVOLVED HERE HAS o
SUBSTANTIAL APPL:ECA‘I'ION EXCEPT TN CONNECTION WITH A
DIGITAL COMPUTER, WHICH MEANS THAT IF THE JUDGMENT

BELOW IS AFFTRMED, TEE PATENT WOULD WHOLLY PRE-EMPT

THE MATHEMATTCAL FORMULA D TN PRACTICAL, EFFECT WOULD EE

A PATENT ON THE ALGORITHM TTSELF."
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THE UNITED STATES COMT!'D)

THERE IS DISAGREEMENT WITHIN THE PATE-:NT,‘LAW PROFESSION
AS TO THE EFFECT OF THIS DECISION. SOME LAWYERS HOLD THAT
IT ENDS THE POSSIBILITY OF GETTING PATENTS FOR COMPUTER
PROGRAMS, OTEER LAWYERS HOLD THAT IT IS A NARROW DECI_SiON
Lﬁn:cmb TO ITS SPECIFIC FACTS AND DOES NOT FORECLOSE
' PATENTABILITY FOR TECHNOLOGY THAT INVOLVES THE USE OF
SOFTWARE, COMPUTER PROGRAMS, PROGRAMMABLE PROCESSES, -
PROGRAMMABLE MACHTNES AND STORE PROGRAMS AND COMPUTERS,
THE EXACT SCOPE AND EFFECT OF THIS bECI_SI_ON WILL BE
DETERMINED ON A CASE BY CASE BASIS IN DECISIONS WHICH

FOLLOW IT.

'THERE HAVE BEEN TWO REPORTED CASES SINCE THE EENSON
DECISION IN WHICH THE COURT ATTEMPTS TO INTERPRET IT, THE FIRST
I3 A DECISION EY THE C.C.P.A, IN IN RE CHRISTENSEN 478 F.2d 1392,

178 U,8.PeQ. 35 (1973). IN THIS DECISION THE COURT HELD:

WIHE ‘TSSUE CONSIDERED BY THE SUPREME: COURT IN-

BENSON WAS A NARROW ONE, NAMELY, IS A FORMUTA FOR
CONVERTING BINARY CODED DEC:ZIIVIA:L NUMERALS INTO PURE’
BTNARY NUMERALS BY A SERTES OF MATHEMATICAL CALCULATTONS
A PATENTABLE ONE? THE ISSUE BEFORE TS IN THE INSTANT
CASE IS ALSO A ‘_NAB:ROW ONE, NAMELY, IS A METHOD CLATM

IN WHICE THE POINT OF NOVELTY IS A MATHEMATICAL

EQUATION TO EE SOLVED AS THE pm STEP OF THE METHOD,

A STATUTORY METHOD? WE FOLLOW THE SUPREME COURT o

CONCLUDING TEAT THE ANSWER IS IN THE NEGATIVE."




' THE UNITED STATES (Cont'd)

IN A CONCURRING OPINTON, JUDGE RICH WHO WROTE THE BENSON

- DECISION IN THE C.C.P.A., STATED AS FOLLOWS:

", BENSON'S PROCESS WAS SATD NOT TO EE THE KIND
. : o S &
~ OF PROCESS THE STATUTE CONTEMPLATES. THAT WAS THE

ONLY QUESTTON WE DECIDED IN BENSON, THAT WAS THE. ONLY

QUESTTON PRESENTED TO THE SUPREME COURT...."

| "UNFORTUNATELY, AFTER STATING THAT TO BE THE QUESTEION,

~ THE SUPREME COURT OPINION DOES NOT AGATN ADVERT TO
IT AND NEVER DECIDES IT, EXCEPT INFERENTIALLY EY

'REVERSING OUR DECISION THAT THE CLATMS WERE DIRECTED

T0 SMTUTOR}[ -PR_OCESSES."

", . THE ANSWER FOR ME IS THAT, NOTWITHSTANDING THE
| PACT THAT THE SUPREME COURT NEVER DISCUSSED THE ISSUE

PRESENTED TO IT, ITS OPINION WENT ON AT SOME LENGTH

AROUT THE "ABSTRACT AND SWEEPING" SCOPE OF THE CLATMS,

N MAKTNG THAT THE PIVOT ON WHICH ITS DECISION TURNED,

PROCEEDING ON THE ASSUMPTION - OF DOUBTFUL VALIDITY ~
THAT THE PROCESSES THEY DEFINED COULD BE CARRIED OUT
"THROUGH ANY EXTSTTNG MACHINERY OF FUTURE-DEVISED
MACHTNERY OR WITHOUT ANV APPARATUS," HAVING SET UP
THESE HYPOTHETTCAL ABSTRACT AND SWEEPING CLATMS AS
THE SUBJECT OF ITS CONSIDERATTON, TT TREATED THEM AS
FOR A "MATHEMATTICAL FORMULA" OF‘ ™THE ATGORTTHM ITSELEF™
PBECAUSE OF THEIR BREADTH, AND AS SUCH, HELD ’IHEM

UNPATENTABLE "




TO AN AUTOMA.TIC FIN’ANCIAL BECORD—KEEPING SYSTEM WHICH EMPLOYS A

PATENT OF‘FICE BOABD OF APPEALS AND HELD THA‘I‘ '.!I[-IE CLAINB WERE

THE UNITED STATES (Cont'd)

| THE 'SECOND CASE IS, IN RE JOHNSTON DECIDED BY THE C.C.P.A.

ON SEPT. 19, -1974- " THE INVENTION INVOLVED IN THIS CASE RELATED

DIGITAL COMPUTER ‘IHE COUR'I‘ REVEBSED THE DECISION . OF . THE

AILOW.ABIE ON 'l‘I-IE GROUI\ID 'I‘HA.T "SUCH MAGI'EI\IE SYS'IEMS, WHICH

COMPPCESE PROGRAMMED DIGITAL COMPU’IERS ARE STATUTORY SUBJECT

MATTER, ,..", THE COURT REFUTED THE POSITION OF THE PATENT
OFFICE THAT THE SUPREME GOURT'S OPINION TN THE BENSON CASE
WAS APPLICABLE AND REAFFTRMED ITS POSITION STATED IN IN HE
CHRISTENSEI THAT THE' EENSON DECISION WAS A NARROW ONE AND TS

LIMITED TO THE SPECIFIC ISSUE THEREIN, WHICH I HAVE PREVIOUSLY

QUOTED, IV ADDITION, THE COURT HELD THAT THE PRESENT "CLAINS,
TN APPARATUS FORM, DO NOT CLATM OR ENCOMPASS A LAW OF NATURE,
A MATHEVATICAL FORMILA, OR AN ALGORTTHUM, FOR THESE REASONS,
WE DO NOT FIID THE HOLDING OF BENSON 70 EE APPLICABLE il
CLATMS OF THE TYPE NOW'BEFOBE US."

™ A DISSENTING OPINION, JUDGE RICH STATED THAT HE WOULD
"AFFTRM THE REJECTION OF THE CLATIS ON APPRAL" ON THE AUTHORTTY
OF THE BENSON CASE, POINTING OUT THAT, IN HIS OPINION THE BENSON
DECTSION, WHTCH TWVOLVES PROCESS CLATMS, APPLIES AS WELL TO
MACHTNE CLATMS ., | | |

I BELIEVE 'IHAT THE PRESENT SITUATION IN THE UNITED STATES,

. RESULTJJ\TG B’ROM THE- BE&\TSON DECISION, IS APTLY DESCRIBED BY ‘II-]E 7

FOLLOWING PORTION OF JUDGE RICH'S OPTNION: - 3
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THE UNITED STATES (CONT'D)

"I AM PROBAFLY AS MUCH. —- IF NOT MORE —
'CONFUSED BY THE WORDING ‘OF THE EENSON OPINION AS
. MANY OTHERS. .WHAT THE COURT DID IN ITS DECTSTON
REVERSING THE HOLDING OF THIS COURT ‘THAT BENSON AND
TABBOT'S METHOD CLATMS WERE PATENTARLE SUBJECT
MATTER UNDER §101 CONTATNS A MESSAGE THAT IS .LOUD |
AND CLEAR, IF THOSE CLATMS ARE NOT TO PATENTARLE
SUBJECT MATTER, WETTHER, TN MY VIEW, ARE THE CLATMS
HERE, REGARDLESS OF DIFFERENCE TN FORM, BENSON
ET AL, HAD A PROGRAM INVENTION T00 AND THEY GOULD
HAVE CAST THETR CLATMS IN MACHINE SYSTEM FORM
JUST AS APPEILANT DID, EVERY COMPETENT PATENT

. DRAPTSMAN KNOWS HOW TO DO .THAT." -

"I SEEMS TO ME J]/IPORTANT 'I‘O FOCUS ON WHAT 'T_'I-IE
SUPREME COURT DZD.') IN BENSON, RATHER THAN ON THE
"SPECIFICS OF ITS EXPLANATION OF WHY I'.T.‘ DID IT. I
I-IAVE NO IDEA WHAT WAS I ‘H—}E COLLECTI\E MIND OF THE

SIX—-JUSTICE COURT IN A.PPROVING- THE STA‘I‘EMENT

IT IS SATD THAT THE DEGISION‘PRECLUDES' A
PATENT FOR ANY PROGRAM SERVIC_INé 4 COMPUTER,
WE DO NOT SO HOLD.,‘ ¥ % % IT IS SATID WEFREEZE
- PROCESS 'PATENTS TO OLD :'IECHI\TOLOGiES , LEAVING
'NO ROOM FOR THE REVELATIONS OF THE NEW,

ONRUSHING TECHNOLOGY . ;SUCH IS NOT OUR PURPOSE.
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THE UNITED STATES (CONT'D)

"THESE ARE THE COMFORTING WORDS TO WHICH SOME
INVENTORS OF SOFTWARE AND OWNERS OF SOFTWARE INVENTIONS

LOOK FOR SOLACE, I FIND IT MORE SIGNIFICANT TO CONTEM~

PLATE THE IDEWITTIES OF THE TROOPS LINED UP FOR BATTLE

IN BENSON AND OBSERVE WHICH SIDE OBTATNED THE VICTORY.
. ON THE ONE SIDE WAS THE 'GOVF._:RNMENT, AGATNST PATENTING
' PROGRAMS OR SOFTWARE, SUPPORTED BY THE COLLECTIVE
FORCES OF MAJOR HARDWARE (I.E., COMPUTER) MANUFACTURERS
AND THEIR .REPRESENTA‘I‘IVE ASSOCTATIONS WHO, FOR ECONOMIC

REASONS, DID NOT WANT PATENTS GRANTED ON PROGRAMS FOR

THEIR MACHINES. - ON THE OTHER SIDE WAS BENSON ET AL,

AND THEIR AssiGNEE AND ASSORTED LAWYERS AND LEGAL GROUPS
WHO WERE IN FAVOR OF PATENT PROTECTION FOR PROGRAMS OR
SOFTWARE, THE ANTI-PATENTING FORCES WON THE VICTORY - ~

IF NOT AN ALTOGETHER CLEAR ONE - - AND ON THE LECGAL

PRINCIPLE THAT THE BENSON ET AL. WAY OF PROGRAMMING A

CCMPUTER TO Dd A PARTTCULARLY USEFUL JOB OF GENERAL -

APPLICABIL.I'I‘Y IN THE DATA PROCESSiNG FIELD WAS THE
XTNE OF MTION THE SUPREME.COUR’I‘ WOULD.NOT APPROVE
PATENTING WETHOUT PRIOR CONSIDERATION BY AND' SPECIFIC
AUTHORIZATION FROM THE CONGRESS. THE 'MAJOR PART OF |
THE RATHER BRJEF AND NOW FAMOUS "NUTSHELL" éONCLUSION

OF THE COURT!'S OPINION DWELLS HEAVILY ON THIS POINT." |
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THE UNTTED STATES (CONT!'D)

| "I CAN F]ND NO REALIS‘I‘IC DISTDICTION I KIND
BETWEEN THE EIENSON E'I‘ AL, II\WENI‘ION ANZD THE IN'VENTION
HEBE AND I CONCLUDE THA’.'L‘ ‘IHE BENSON DEGISION BEQUIRES

‘TS TO AFFIRM THE REJECTION OF CLAIMS 20-24 AS DIREC‘IED

o 'I‘O NON—PA’IENTABI.{E SUBJECT MA‘I‘IER UN.DER 35 USC 101... .

"I‘I‘ HAS BEEN SUGG-ESTED THA'I‘ THE POSITION I AM

TAKING IS JZNCONSIS’JEN_T.‘ WI'I'H THE POSITION I HAVE TAKEN

OR‘IHEVEWSIHAVEEDRESSEDH\TO‘IHERSOFTHEMANY

, CAREF’UILY BEASONED OPINIONS OF THIS COURT ON THE

_ STATUTORY SUBJECT MATTER QUESTION UNDER 35 UsC 101

WHICH LED ‘TO EENSON, -I\TOI\IE'_'OF WHICH.WAS DISCUSSED OR

EVEN. RECOGNIZED IN THE SUPREME COURT'S BENSON OPINION,
A4S A RESULT, THE VALUE OF THOSE OPINIONS AS PRECEDENTS

HAS BECOME UNSETILED,"

WIT MAY WELL BE THAT I SEEM TO HAVE BEEN INCON-
SISTENT, AS THE AUTHOR OF THE OPINION OF THIS COURT IN
BENSON, WHICH WAS WHOLLY REVERSED, I HAVE NOT BEEN

PERSUADED BY ANYTHING THE SUPREME COURT SATD THAT WE

MADE A "WRONG" DECISION AND I TI-IEREFORE DO NOT AGREE
WITH THE SUPREME COURT'S DECISION, BUT THAT IS ENTIRELY
' BESIDE THE POINT, TJNDER OU'R J'UCICIAL SYS’IEM I‘I‘ IS

THE DUTY OF A JUDGE OF A LOWER COURT TO TRY TO FOLLOW
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THE UNITED STATES (CONT!'D)

* IN SPIRIT DECISIONS OF THE SUPREME COURT -- THAT IS TO
SAY, THEIR "THURST." - I DO NOT DEEM IT TO EE MY PROVINCE
| AS A JUDGE TO ASSUME AN ADVOCATE'S ROLE AND ARGUE THE
| RIGHTNESS OR WRONGHESS OF WHAT THE COURT HAS DECTDED
OR TO PARTICTPATE TN WHAT T REGARD AS THE INCONSISTENT
DECISION HERE, SUPPORTED BY A BARE MAJORITY WHICH TRIES
1IN VAIN, AND ONLY BRIEFLY, TO DISTINGUISH BENSON BY
| DISCUSSING FORM RATHER TEAN SUBSTANCE AND VARIOUS
IRRELEVANCIES LIKE PRE-EENSON DECISTONS OF THIS COURT,
THE BANKING BUSINESS, SOCIAL SCIENCE, AND THE LIBERAL
ARTS, T DEEM IT 70 BE THE SUPREME COURT'S PREROGATIVE
TO SET THE LOMITS ON EENSON, WHICH WAS BROADLY BASED,
I HOPE IT WILL DO SO, AS Jc_JHi\T W. DAVIS, ERSTWHZ]I.E
OUTSTANDING SOLICITOR GENERAT,, ONCE SAiD, WIHE FTRST

REQUIREMENT OF ANY JUDICTAL OPINION IS UTTER CLARITY"."

" Qetober 24, 1974
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Non-competition cbligation on a quitted=employee

Our group has sfudied the subject "whéfher an employer
'cah §révent its employees, by:contract,.from discloéing'or
using tréde-seqrefvwhich théy acquired after they have left
kﬁthe employmeﬁt".with the purpose o€ looking into the'present
-aspect of trade secret protection in Japan. We would, £heré—

fore, like to repoft on this subject.

There has been hardly aﬁ? seﬁious case in Japan concerih-
ing the‘competition by a guitted eﬁployeé as People ndrmallyrr
preferrec not to change occupationztﬁfough the life. However,
the situztion gradually turned énd younger peoplelbeéén'to
change tbeif occupatioh seekihg better condition or higher

income.

Under such circumstances, Japﬁnese compénies, who so far
impoged & secrecy ébligation upon their employees, now began’
to imposs further dbliga#ion not te compete aftér the termina-
tion of emg}thent in order to'prac%ically enéure such secrecy
obligaticn. :However, there ware aréuments'cogcerning the.Validi-
ty of sﬁch covenant. This led us'tb investigéte similar problemé.

in other countries, particularly in the United States, where
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legal status of trade secret is established on the accumulation.

of many cases and, among them, the course of Kewanee case has

_been watche@-ﬁith_keén intérest.

Upon-studying the validity of the non-;oméetition obli~
gatica 0i an emplopyee after the termination of empiéyméht;utpe
reasonableness of the foliowing twe points have to be éxaﬁined:_

- the scope of trade sécret to be protected as the sole
?Eoﬁerty éf an employer; and’ .
- the scoée_of_restriction covered by.such noniéompeti-‘

-.tion obligation.

. Here, Qe-would like to give ybu an ekplanation'about a
remarkable decision madé on this subject by Nara'District Court
on October 23, 1970 and théréafter introduée you-to a hewly
proposed article of Japaﬁese Criminal Code which restrains un-

authorized disclosure of trade secret.

The outline of Nara case is as follows:
Defendants X and Y were employees of plaintiff'comgany A which
engaged in the mﬁnufacture and sale of me;al césting agents:
énd X and Yrtouched ﬁhe important technical secrats of.A for
many years and A.:in order to presérve the secrecy of various
technical informatibn, caused X and Y to -sign an agféement

which contained the following provisions;.
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(l). X and. ¥ éhall‘not disclose, during. and after‘thé
emploYmeﬁt. to others.gecret.information which
they acquire iﬁ the co@rsé of their employment.

(2) .X and Y shéll_not. directly or.indirecﬁly.‘engaée
in any business in competition with A for a period

of two years after the itermination of employment.

However;.xuandwY voluﬁtarily left A almost at the sahe
time and becmmé‘directﬁrS-Ofcompaqy Bswhich wastnéwly or§anized
and engaged in thg business Qf maﬁﬁfacturiﬁé and_sélling thé_'
same iiné of:products as A'siahd,-ﬁlghuéjeﬁbrpéched'upon'A's_
custoﬁérs.. A, therefore, filéd_aipetiﬁion for Eémpora:y~inﬁﬁncf
ti;n"againsplx and ¥ not to eﬁgage in ‘the.business of mahﬁféq-:.
turing and selling B's'proéucté oé the ground of protecting a's

right coveread by the above agreemént.

Agéinst'this claim, ¥ and Y grgued‘ﬁhat'there weré'few
technical secrets, in the field of,ﬁetal-casﬁing agents ‘and
qufher Lhét"the agreement shﬁuld-be made fnvélid because it .
was'exgeédingly“det}imEntal ﬁo them. and tﬁfeatened‘thei:lliveli_
hood as well as freedom of choosiné oacupatién‘and, therefore.

-against public order and good morals.

Tha Court began by.dividing the nature of trade'éecret‘

‘intb two categories, one should beiong to an_employee.as-its




" personal knowledqge: and the-other to an employer as its objec-
tive property and thereafte;fmade:judgement on the validity

ot the ahove agreement.

"Unless there exist feasonab;e circumstancesg'an'aéree-
mentAwhich contains -the covenént of noﬁ—compe;ition is against
public order and good mofals a1.d invalid since sﬁch én agree-.
ment deprives an. employee of meané'éf living and ﬁnduly
réstricts the freedom 6f7choosing Qccupation;'.An.emPIOYee,
therefore..is guite free to make ﬁse-of its personai knowledge
or skill acquired in the course’ of emp109ment once it has left
lthe-employment,_so farAas.such_knowledge or:skill is generallY'
available undet. the éame.fieia of.bdsiﬁesso  Such, general )
:knowledgé or skillrshould.be cbnsidered 55 éﬁbjeéfive propefty
of an employee? However, spec;al knawleége which only a_paf;?
ticular emplofer posgesses such aé.a lfst:of customér5 or secret
manufaéturing process. is fundemantally of different néture

from the personal knowledge oz skill.of ar:emplbyee as it has.

property value transferable to others: and ;herefbre constitiutes

¥

objective property of the:employer. Suchfspe:ial knowledge
should be legally protected és”;radé éecfet of,an employer.;
The obligation of secrecy and non-competition for Eertain périda
imp9sed on an employee Qno_ié given acces% to such.trade secfet

is, therefore, gquite reasonable and valid.»
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The Court, then,’refe:red to the argument of X and Y
that the agreement was exceedingly detrimental to them and
threatened their livelihood and therefore ‘invalid as against

public order and good morals.

"An agreement Whlch conta:ns the covenant of nonw<

compétltlon is certalnly 1nva11d when such Obllgatlon exceeds

reasonable scope and unduly restrlcts the freedom of ch0051ng
occupation., On determlnlng the reasonable scope of restriction,
we' have to examlne the restrlctlng perlod and place, field of
bu51ne*s subject to restrlctlon, exlstence of compensatlon
etc. from the followlng three vlewp01nts.

l., advantage to an employer (protectlon of trade secret)'

2. .dlsadvantage to an employee {lnconvenlences in

) changlng'occupatlon)
3. social 1nterests (1n3ury to the publxc lnterests

resultlng £: om p0551b1e danger of monopoly)

Considering the agreement feom the eﬁove pints of viewk
the resfricting period of two yeafe is comparatively ehort.
The field of business eubject te restlletlon is comparatively
narrow since A's business is in the SPECLflE area of chemical

and metal industry. The restricting place is unlimited, however,

this may be considered necessary in view of the technical char-

cter of A's trade secret, All of ihese facts led us. to conclude
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“that the restrictions of the “agreement is within feasonable
"scope and do not’vidlate_public:order and goad‘mofals and there-

fore the agreement is not_invalid.f

Accordingly, temporary .injunction was granted to A.

This decision of the Court which justified:the_protection

of trade secret based on a secrecy agreement admitting its

. prdperty‘ﬁaiue,is cbnsidered highli'valuabie,_f

In the méantime.;aFQuestibn may arise here whether A

can reguest the proﬁibitibn'of'utiiigihé.A;sfffadeASecret by
B who is not the. party of'Said'éétéement.leOncg;ning.this&

Question;_we may refer to thé'Tokyo'Highxcourt decision made

on September 5, 1966. The owner of technical secret filed a
" petition for témpofapy injunction against a third pérty who
- acguired the secret from the lic :nsee of the appeliant and

manpfactuiéd and sold the products utilizing it. The High

court said:

"although know-how (here the Court used the term "know-

how"} clearly has property value, it cannot be considered, at

the present moment, that the law recognizes it as such 1éga1

Eighﬁ'as'enforcedly applicable to a third party, Since there

'is no specific provision under the present statutes which

admits knoﬁ-bow-to have the right of injunction against a third

party who is not the contracting party."-
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The-High-Court.eaffifeed the decision of the court of
first ﬁrial theh‘ﬁenied_a petition.‘ Ageinst such trad;tional
“standpoioé'of the HighNCDut; there eppeared influential
scholarly oplnlon that: although trade secrev is stlll not -
recognlzed as 1egal rlght, an 1n3unctlon should be granted
even aqalnst a thlrd party taking the sense of juntice into
'conslderatxon where the benefit of the owner of trade secret

_1s greatly Jeopardlzed.

Now, we would like to move to the introduction of a
new article of “Crime for unauthorized disclosure of trade’
secret" which is’being proposed.in the draft of revised

Japanese Criminal Code. The article stipulates:

)“Anoofficer oeeeoployée'ofEa-buéinees entetprise who
dlsclosed. wlthout 3ust1f1ab1e ground to e ehira party. a.
secret of the enterpvlse concernlng manufacturlng method or
other technology shall be condemned to not more than three
' -years penal servitiade or fined not more ‘than ¥500,000.00
A{ca. US, $1 700. 00) The‘same penalty shall apply to a qultted

-offlcer or employee who disclosed such secret in vieclation

of its legal cbligation of maintaining secrecy."
This article is prepared'to;give legal protection on

:the'technological secrecy having property value and covers the

acts of both present and guitted officer or employee. For a
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quitted Lerson, an extra phrase is added which reads “in vio--
lation of its legal obligatioh". The meaning of this phrase
is explained‘to‘inc}ude not only such obligaﬁion expressly
 pEovided for in the exisﬁing laws but alsé such secrecy obli-
gation of a quittéa.pefson under the.employment‘contract. 

The draff of revised Criminal Code is-not yét_presepted fo
parliament, however, there have already appeared some opihibhs
‘ against the creation of the new artié1é b§ such reésohé'as_
the é&ncept of a word."secret"rin thé.artigle ié vagué_of as
most of the caseé of unauthorized diSclosdré-of éecret are.
punishable under the.exiéfing éiiminal g&de'as-hreaﬁhfof trusﬁ;
embezzlenent or theft. And by.fufthéf feésoﬁzthét_SUCh an
article may_suppréssfthe conéumersrmoﬁement ahd thus W6uld

rather protect the interests of anti-publie industries.

Trade secret protection in Japan may ;ométimes be thought
to be comparatively insufficient, however, secrecy obligation
has been, virtvally, well obéerved under strict commercial
‘etﬁics and consequeﬁtly lawsuit against the vioclation of secrecy
lhaé been fouhd quite few. And as you have seen in.tﬁe introtuced
;asé or newly proposéé article of Criminal code, further steady
pzcgresé in the field of legal protection of trade secret is

also being actualized here in Japar.
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What are required in the Patent Laws of Japan for

the-joint.owners'of a'pateﬁt or right-tb obhtain patent

We are now in the days wﬁerein tempo of innovation is

‘very rapid and many of ihvention of high level are created
through.collaboration amdnguhighly skilled engineers or
through joint R & D between eﬁtexprises rathef ﬁhaﬁ by én
individual who can not nécessﬁriiy.prOVide funds and
'facilities-enough td conduct ﬁesearch and experiment under
the current advanced téchnology. |

- In view of theisaidécircdmsfances} our-working group
studied on the_JapaﬁeSe regulétions goﬁerning a jointly
owned patent or rigﬁt'tolobtéin patentéso that we can write
a better agfeement to prevent misunderstandings when |
entering into joint'R & D work_with othef enterprises or

engineering organizations in Japan.

1. Preamble to our repdrt'bélow

In our report, unless otherwise indicated, Art. No. is
that in the Patent Laws of Japan.

Wwhile joint ownership of a property is subject to Art.
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249 and folloﬁingbthxqugﬁfA;t. 264 of Civil Codes of Japan,
the PatéﬁtlLaWs'afe_p:idr to the Civil Cédes when there is
'éséoﬁtfédictory ?fo&iéidﬁkbéfween them, :Tﬁis is because a
patent right is iﬁtangible, can not bhe eventuélly possessed
in hand'és‘égainst.a tangible property éﬁd; therefore, is
n6f hécessarily éppropfiate to:be-cohtroiled'only by'the

principle in the Civil Codes.

2. patent application by 3

obtain patent

Art. 37 provides that when a xight to obtain patent is
jointly oﬁned, no joint owners shall_filg a paéént appli-
cation unless conjointly with thg othef owngr(s).

As is clear from the said a?ticle, even if one of joint
owners of an inveﬁtion is against filing an appliéation, the
other owner(s) can not file the épglication and, fﬁrthermore;
. it is generally c@nstrued that even in,tﬁe case when one of
joint owners can hét be found or reached;after diligent
effort, the application‘may not be‘made.é ;n_the_said import
Art. 37 may differ from 35 USC. Sec. 116{

A patent appiication made_against Aft. 37 shall finally
be rejected by the examiners under Art. 49 and when a patent
has been.granted ﬁhereoh, the péteht shall be invalidated by
appeal to the Board of Appeals in adcbrd%nce wiﬁh Art. 123

para. 1.
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After an application is éonjointly_filed, each of the
applicants shall rep;esent otﬁe:{s) undér Art., 14 with
respect to proceduréﬁ other tﬁan the change, abandonment,
withdrawai of the appliéétionéand sevéfal oﬁher procedures
except when a'representétive ﬁas beenddesignated and.the

Patent Office notified theredf.

3. share in a jointly owned patent or right to obtain
patent '

There are no articlesVin;the'Pafeht'Laws to help
decide percentage of thé:sharé in a joihtly owned patent
or right to obtain'patent; | '

Aftf 250 of the:Civil Codes proviHES'that each joint
owner's sharé is prééumed‘to ﬁe equal; But, it is wvery
usual.fof joint owners of a pétgnt to ﬁmicably settle the
issue of each one's share accdrding toéhis extent of
contribution for‘thé completidntbf the:invention,:that is
to say, his inventiﬁe faculty, financiél burden'éndluse'
of his own facilities, etc. |

The share affects each o@er's butaen to pay expenses
for patent application aﬁd anﬁual patéht fee to the Patent
Office and to_distribute royaities'amohg joint owners

accrued from licenses to the third parties.

4. Exploitation of a jointly owned patent
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Art. 249 of'ﬁhe Civil Codes stipulates that each of
.the joint owners of a propefty may havé-a right to use the
whole of the property in accordance with his share therein.
. However, in view of the characteristic aé a property
of alp$tent right, that each of the joint owners of a
patent can control and use the whole of the righ£ irre-
spective of his-share therein and does not preclude the
concurrent use by the.otherﬁoWnefs; Art. 73 para. 2 was
legislated. It provides that in the absence of any agree-
ment to the contrary, each of the join# owners of a patent
may work the patehted invention without the consent of
the other owners. Please, éall youf attention that the
language "in accordance with his share"” is not written
in-the paragraph as is s0 with Art. 2498 of the Civil Cddes.
Now, we wish you.tﬁ kegp in your mind that the
'1énguage_“work“ in,Aff. 73 P#ra._z does not include
assignment, license and creation of pledge but is
coqstruéd to incigde subgontracting, in other words, to
‘have made by suppiiers. In Japan there.exists o some
extent practice that joint owners making gains by
working the patent pay some royalties to the other owners.
.The practice arises mostly ﬁheﬁ one of joint owners
is a manufacﬁurer who supplies his products to the
third parties and:when the other owner is_merely in a
position of a buyer to the said manufactﬁrer or a paper

patent owner.

192




It may be needless to say that an agreement therefor
is in some measure influEnced;by'thé power between the

joint owners.

5.. License of a“joihtlY‘owned'patenEt

According to Art. 73, without thé cbnsent of .all of
the other joint owners of the patent, rno joint oﬁnérs
shall grant néeither non exclusive nor ‘exclusive 1icénse
with respect to such patént. :

We would like to emphasize that éfgfant of any
license without the‘other oﬁners' conéentrshall be'null
and void. The said arti?ie was prévided so ﬁhat trust
between joint owrers may not be lost énd that circum-
stances may not arise wherein either éhé value of the
other‘owﬂgrs' right in the patent or Ehéir busihéss
derived from the patent would he impaired contiﬁgeht
upon the iicensee's financial power, facilities and
technology, etc. o

Of late, it Has become'ﬁsuallforéthe joint 6wnefs
of a patent to distribute rbyalties aﬁdng them accrued
from licenses to the third parties in accordance with

the share of each owner's right in the licensed patent.
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6. Establishment of pledge or Assignment of a jointly

~owned patent

Provisions are a little different betweéh”é‘joihtly

owned patent and a jointly owned right to obtain patent.

{1) With respect to a jointly owned patent

Under Art. 73 para. 1, none of joint owners
shall assigﬁ_his sharé or .establish a pledge with
his share as the object in the absence of the
consent of the other ownefs.

Under Art. 98 pa;a..l and 3, agsignmeht or
establishmént‘of pledge of one's share in a patent
right shali not becqme efﬁective, exclusive of one
based on inheritance or general succession, before
it is recorded in the Pgtgnf Office. lThis article
means that assignqris.share,in a patent belpngs_to

_him.until:a rgcordingtis cqmpleted_at'the Pateﬁﬁ ‘
Office though it may cause a liability for breach of
agsignment agreement on the part of assignor.

We shpuld pay our attention‘even an adjudi-
cation by the courf_shéll not be enforced, in
citation of Art. 625 of the Codes.of Civil Proce-
dures, as to.the assignment_or creation éf pledge

which has been made without the consent of the
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other owners. However, with respect to inheritance

or general succession of the share, the other

ownerg' consent are not required.

The purpose of stringent law aﬁové:is the
same as we have referred to‘on the subject of
license. 1In shorﬁ} it is t§ proteéﬁﬂthé’fight of

the other owmners.

(2) With respect to a jointly owned right to

obtain patent

This issﬁe is subject to Art. 3? and 34

“para. 1, 4 and 5. _ﬁnde: these a¥tic1és, the
following are main points different from them
that we‘have stated with reépect to a jointly .

owned patent.

A. Assignment of the share made prior to

filing an application  for patenﬁbshall‘not

take effect as against any thifﬁ parties
unless the aésignee jdins in the applicatidn
for patenf. | |

B. Assignment of t+he share made‘after
filing aﬂ_application for‘patenﬁ shalil bé
null and void unless it is repo?ted to - the

Commissioner of the Patent Office.

c. A right to obtain patent;shall not be made
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the object of pledge even when it is singly

awned.

7. Administration or enforcement of jointly owned patent

(1) Patent fee

In application of Art. 110, patent fee may be

paid by anyone of joint owners even against the willl'

of the other owners. But, in this case, the latters
are not‘bound to reimburse their share in:excess_qf
actual enrichment from the jéintly_owned'ﬁatent. -This

is because there may exist circumstances wherein patent

fee would be, for example, 100 dollars though actual

enrichment were only 10 dollars.

{2) Appeal to the Board of Appeals in the Patent

Office |

Although the word "trial"™ is éenerally used for

"appeal" on the subject below in thé English version

of the Patent Laws of Japan, in our;opihion the word

"appeal” may be more appropriate before this confer--

ence ‘today, because "trial" may cause delegates from

the U.S. to connote a civil action before the court

of justice.

With réspect:to‘a jointly ownéd patent or right
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‘to obtain patent, appeal to the Board of Appeals in

the Patent Office'compiises five species and shall

be subject to eifher 6f Art. 122 péra. 2 or péra. 3.
As to the following two species, appeal shall
be filed againét_all of the joint'¢wners of the
appealed'paténf as appellees in accordance with
Art. 132 para. 2. | |
1. Appeal fér invalidation Qf a patent in
Art. 123. - -
2. _‘AppeaI”in Ar£;4129 f6r invalidation of
correction bf the specification or dréﬁing

in a patent.

Ag to No.é and 4 belcw;”appe51:3ha11 be
conjointly filed by all of the joiﬁt owners of a
right to obtain patent in aceordance with Art. 132
para. 3. Notwithstanding the Sai& paragraph, it
may be possible for oné of joint owners to repre-
sent others in the prdcéediﬁgs for'appeal'if he
‘obtains the consent of the other oﬁners.

3. Appeal:in Art, 121 against final

decision for rejection of a patent appli-

cation. _

4. Appeal in Art. 122 agéinst decision

for rejection of amendment to change the
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gist of pétent application.

E As to the following No. 5, appeal shall be
conjointly filed by all of the joint owners of
the pa£ent acco;ding to Arf, 132 para..3. |

5. | Apéeal in art. 126 for correction of
the specification-or drawing after a patent

is grantea.

(3) Injunction and damages

With resPecf.to injunction fof infrinéement of
a'jbintly ownéd;patent, each one of the joint owners
can:independently institute_a‘civil action before
court of justice.according to the proviso of Art.
252 of the Civil Codes.

As to claim for a recovery of damages, all of
the'joint owners are not necessarily indispensable
_pérties fherefor, but, if the claim is not con-
jointlj brsugﬂt} the claimant's recovery of damages

shall be proportional to his share in the patent.

The gist of our studies was as mentioned above.

- BEnd -
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'Japanese Group, Commitiee #2
Chairman: HISATAKA ONO
Reporter: HARUYUKI KOIDE

ON WHAT CONDITIONS CAN LICENSEE HAVE
A THIRD PARTY CONCERN IN HIS WORKING
UNDER LICENCE AGREEMENT ?

R [

- On what conditions can a licensee have a third party concern in

his working in the absence of an expresscd agreement between the
parties unc_ler":the licence _agreeméliw.t?

This is a summary report of our study on this subject.

I. Introduction _
In present highly industrialized society, the operation
of one enterprise depends not only on its own activities within

its organization but also on the collaborative activities with

other related enterprises. In our country, actual needs by
business society gave birth to such a.'ty-pe of business in our
industrial circle as an ehterpriise contracts a third party with

a part of its business and which is organically built in a part

of business activities in some ifield of the industry and generally

~

called "subcontract'.

Meanwhile, a licence agreement .may' have an aspect of
pexrsonal contract based on mutual trust between the parties
{especially in case of licence \évith knowhow) since a licensor
will grant licence to a SpeCifiegd.parson affe_r full assessment

of the potentiality of a licensece including its capital, marketing
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11.

and technology. H'owever, it is generally said that this does

nolt deny a -Iice:nse.e's right to work through an agent.
Accordingly, it will be necessary for us to study on

what conditions and to what extent a licensee can have a third

party concern in his working taking into consideration the above

backg rou'nd‘.

Concept of Subcontract
' In our country, the term '""subcontractl” is gsed indefinitely
in various legal fécet. |

We may think that the term "subcontract" is generally
understood in Japan that a contractor who agreed to accomplish
a certain work subcontracts a third party (a subcontractor) with
the whole or part of the work contracted by the former. As
far as a contract for work is concerned, its basic concept may
be said to lie in the provision of agreement of contract for work
in the Civil Code. Axticle 632 of the Civil Code provides that
a contract for work becomes effective when one of the parties
has agreed to accomplish a certain wo’rit and the other has
agreed to pay him remuneration for the result of such work.

However, actually the term "subcontract" seems to be
used ambiguously in Japan and there exist subcontracts of
various types.

Viewing from the aspect of contractural relation, in case

a receiver of order enteres into such an agreement with an

- orderer as the former manufactures the ordered product from

materials procured solely or mainly by the former and supplies

the latter with such product and the latter pays to the former
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the purchase-price for such pro_d.uct, such_ contract is what is
c.alled "contract of supplying the mar;ufactlitred product"
(Werklieferungsvertrag) legailygcoﬁiprisin:g factors 6f contract
for work and sales. ‘In this case, althmi:gh the consideration
paid to the receiver of order is not a COsf'of work but a purchase-

price, such type of business is also generally called subcontract

without distinguishing from a. cm:lt_r_act for fwork.
Seeing from the view point of relationship between con-

tractual parties, the term "subcontract" is generally used

irrespective of whether there exists any i_:apital or financial
connection between an ordérer é.fnd his subcontractor.

Viewing from .the'teéhnicai aspect, 'théy geneia’lly use the
term "subcontract™ irreSpectiveE of ex_iste-_n;cé or non-existence

of subordinative and technical cooperative relation between

‘subcontractor and orderer; namely irrespective of whether an

orderer has a subcontractor manufacture some product in ac-
cordance with specification designated by the orderer or not
‘and whether an orderer controls and supervises a subcontractor

by instructing the process of manufacture engagéd by the sub-

contractor or an orderer only inspects and receives the product

manufactured by a subcontractor.

Taking into consideration tj:he above é;ctdal situation, we
would like to study the criteria ais may be called a general rule
through the basic thought appeared in Japaneée cases with
regard to the question in and on what maﬁner and conditions
a licensee is legally permitted to subcontract a third party

with manufacture as an act within the scope of the licence.
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1. Japanese Cases

In our country, the very case correspoinding to this subject
does not exist. However, there are a few caESes, theoretically
related with the subject, concerning the judg{amerit of whether
‘or not a certain act which one has a third pafty work should be
recognized as one's own working, which are ?worthy of reference.
We should like to i_nfroduce such cases as folélows: _

The first c_asé is a judgement-of Decen:lber 22'. 1938 of
the Supreme Court which may be correct to say a leading case.
The issue of this case was whether the act for one co-owner
of a utility model right to subcontract a third party with manu -
facturing goods falling within the scope of the right of the
utility model should be taken as an act of such one co-owner's
own working or as an independent_businesé constituting an’
infringement upon the right of the other cp—oWner. - As you
know, itis a rule in the Japanese industrial property laws that
Qhen a right is co-owned, no co-owner shall, unless he obtains
the consent of the other co-owner(s), grant a licence to a third
party under such right. (Note: Patent Law.Art. 73, Utility
Model Léw_Art. 26, Trademark Law Ari, 35, Design Law Axt.
36) : .

Accordingly, it would leave no room ‘fc;nr discussion if
one co-owner works literally in its own pl‘anii:, but if one co-
-owner of the right .subcontracts a third party with manufacture
in its working, a delicate issue of whether or not such act falls
within tﬁe scope of categoly of its own workiﬁg would naturally
araise entangled with the interest of the other co-owner.

' The summary of the caISe is as follows:

' Plaintiff X, who co-owned with A and B a utility model
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right with regard to desigﬁed knit, alleged that Defendent Y,

who was a subcontractor for A, -manufactured and sold "designed

knit" having the same construction with thé registered utility .

model knowing that such désigne'd Knit fell within the scope oi_'.

right of the said utility mo.del and claimed against Y for damages
sustained therefrom. : - '

Claims instituted by X were rejected.in the first and
second trial and X‘appea]ed to the.SuPremé Court frc')_m" the
dismissal. ’ : ‘ ' _

The Supreme Court, ‘in the light of the fpllowing facts

lawfully established on the basis of evidence in the oviginal

instance, _

a)  the fact that A, one co—ow:ne: of the utility model right,
had Y manuf&cture the designed knit with respect t6 the
said ut_ility model right anﬁ made a special agréement
with Y to pd‘y the cost of \azrork for suich manufacturing and
Y had been manufacturing the goods on behalf of A under
this agreernent with A, | |

b) the fact that in Y's manufacturing the desi_gned- knit con-
cerﬂed, Y's all acts such as. purch:as_e-of mate'ria.'lls,
sales of the goods, quality control aréld design of the goods

_ and so forth were under the control and supefvision_ of A.

¢)  the fact that Y delivered to A all the goods manufactured
by Y and had never resold any of the goods to any other
person than A,
rejected the appeal holding as féllows;
| "Since the person who mahufacturefs ‘the goods with respect.

. to the registered utility model and conducts incidental acts
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under the control and supervision of the ownexr of the
utility model who works its right'is recognized only as

a person that engages in working within the business of
working of the owner and is nothing but an organ of the
owner of the utility model right working 1ts businéss,
such person cannot be-AreCOgnized to be one who works
-independently the registered utility model owned by others
even if he has been engaging in the work. '
Accordingly it goes without saying tha,.t in case where one
co-owner of the utility model right has a third party
engage in his working of the utility model in such manner
as stated above, he need not obtain from the other co-
owner the consent thereto and such a third party cannot
be construed as iniringing on the utilitf model right of
the other co-owner even if such a third party engages in

such act. "

‘Second case is a judgement of October 17, 1969 of the
Supreme Court which concerns a third party's wbrking under
non-exclusive licence by prior-use with regard to the design
of a globe-styled transistor radio.

Under the Japanese previous design law, there was the

- provision to the following effect that anyone who has bé;en bona
fides engaged in the business of working of the design at the
time of filing of the application for design registration shall
have the non-exclt:xsive. licence on the design right under the
application for desigﬁ registration within the limits of the

d'esign which is then being worked or and of the purpose of

the business of working thercof. The issue of this case was
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whether the act that the _persoﬂ asser_tiﬁg the existence of such
statutory licence had a third party manufacture and deliver to
him the radio under the .desig'n; and sold it to others should be

recognized as the person's ow:i.t wo_rkiné under the licence on

the strength of the prior-use, . L . _

The Supreme Co‘qrt maihﬁtained th_;: j,udgem;ent of the
original instance made on this point holding that it is juétifiable
to construe that "for one to eng’agé in the business of \a;roj:king"
does not mean only "for one to;engage by oneself in s:uch
business as he manufactures a_r:ld-sells at his own hand the
goods making use of the equipn’;ent and érgapization own'éd by
him' but also means "for one to have a third party with its
equipment manufacture the gﬁo’@_i[s on behalf of one ac_:cérd_ing
to one's order and sells .td others such goods delivered By such
a third party", | : . .

The third case is a judgei’nent of February 7, 1972 of
Akita District Court. o _

This case is di'a.wing the attention of the industrial circle
as a judg'ement giving such a strict decision as to the extent
of subcontract working, that the act of third party's manufacture
by order of one co-owner of the utility rﬁodel right concerning
horseshoe does not fall within the scope of such one co-owner's
working: _ . _

Incidéntally,, this case api)ealed from the disnﬁissal is
pending in Sendai High Court, | :

The summary of the case%ia as follows:

Plaintiff X, who co_qwnec‘i with A a utility model right

on horseshoe concerned with this case, é.sserting that De'f_endant
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Y manufactured and sold to Company B operated by A ‘the
horseshoe having tﬁe same technical scope with that of the -
said utility model right in the character of its construction
andleffect, claimed against Defendant Y the injunction of
manufacture and sale of the horseshoe concerned and the
destruction of the 'finished product as __v}_ell as the iron mould
in accordance with Article 27 of the Utility Model Law and
further claimed against Y one half of the amount of money
equivalent to royalty that should have been gained ordinarily
for worldhg of the registered utility. model concerned as th.e_
damages a;uffered: therefrom in accordance with Paragraph

2 of Article 29 of the same,.

| - The Court, while finding the following facts grounding

oﬁ the defendant's assertion that Defendant ¥ is manufacturing

the .product as an argan of A under the control and supervision
of A, o | .'

a) the fact that Y supplied Company B with the pr.oduét owned
by A in accordance with the instruction of A and had
never resold the product to anyone other than B;

b) the fact that Y was manufacturing the product under the

| full tgchnical as sistari;:e of A; |

c) the fact that A concretely instructed Y as to the quality

of materials of the product and Strictly inspected the |
~ quality of the;prc_»duct;.__ ‘7

d) the :Eé.c't that A decided at its discretion the amount and
unit price ogt' fh.e product; and

e) the fact that Y attached the trademark owned by A to all

‘the products r_nanufactured by Y;

206




on the other hand, finding the following fact; .
Y had no capital ccé'nnection with A anci Company B and owned
the equipment and machine such as iron mould for the manu-
facture of the horseshoe and procured the material at ¥'s
cost. No financial assistance for procurement of such equip-
ment and material had not been made by A. Accordingly, Y
could make a profit by such way as rafio‘na_,lizing t.hre process
of manufacture wiﬂﬁn the extent oi.the” unit price designated
by A and, on the other hand, had.borné risk of the loss from

~ the rising of cost of materials and inferiox goods o

accepted wholly the claim of X, while admitiing X's assertion on

the amount of dani’a;ges, ho_l'dfing;as follows:

' “Since Y owns the equipment and machines for the manu-
facture and makes:_a pfofit on Y'é- account procuring the
ma‘i:e_rials as Iappe'are'd in the above fac?t finding, it cannot be
recognized that Y 'rhanufécture's 'th.e product onlj for gaining
the cost of work and the contractual relationship between Y .
and A should be said that of ""contract of supplying the manu-
fﬁcfﬁred p:oduct”.éomprising the factor of agreement of
contract for work. Aécdrdingly, Y shcj)uld be said to work

' the utility model as Y's independent business on behalf of Y
himself under the non—e:j:clusive licence granted to Y by A.

~ But, since the fact that X consented to the grant of such non-
exclusive licence was never asserted and established,
Defendant's act to manufacture the horseshoe concerned -
should be construed as constituting the infringement upon

the utility model right of Plaintiff",
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Comments

. The following basis on which the first case in 1939 re-
cognized as "subcontracting work'’; ' |
(A) to have a third party manufa_cture_fhe proguct and pay

him the cost of work for manufacturing
(B) to manufacture under the control and supervision of the
| orderer in a' third party's manufacturing
(C) todeliver to. the orderex all the productg_-zﬁan_ufactured

~ bya third party _

are often cited in our country as grounds in_think'ing on what
conditions a licensee can subcontract a third party with his
work of manufacture, but there is not an_established theory
on the point whether the satisfaction of all the above three
conditions of (A) (B) and (C) only permits a licensee to have
a third party concern in licensee's work or the satisfaction
of any of i:he three conditions permits a licensee to do so.

-The second case in 1969 gave a judgement that so long
as a licensee has a third party manufacture the product and
has the third party; supply to the licensee all the manufactured
products, such act of the third party is recognized to be done
as an organ of thé .l_icens_ee. Judging from the facts appeared
therein, the licensee had hqt 'inﬂuénced its control and super-
vision on the third party's manufacturing and the third party
supplied the licensee with all the manufactured product and
received the purchase-price for conside_ra_tion, at least not
the cost of work, W .

In this case, the conditions of (A) and (B) are not satisfied

and only the condition of (C) is satisfied.

.
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However, such act of the thu:d party was recogmzed as
the licensee's own workmg in thlS Second case.

The third case in 1972, placmg an emphas1s on the pomt

whether the nature of contract in having a third party manufacture |

is an a.greement of contract for work, Judged that so long as
the consideration for manufactui-e is not the cost of work and
a third party makes a profit w1th1n the extent of standard invoice

price, such act of the third party is an mdependent bus1ness

for himself.

In this case, the conditi'onis of (B) a;n_d (C) are satisfied,
They ruled, strictly construing ;the condiﬁon of (A), that such
act of the third party was not recogmzed a8 the workmg by the
owner of the utility model r1ght because of lackmg the condition
of (A).

However, in view of the a.ctua,l S1tuat1 on of subcontracting
business in the present 1ndustr1al circle where the busmess of
subcontractors is undert&k"n in -ma.ny caé-es in such a form as
presented in this case sat1sfy1ng the conditions of (B) and (C)
and lacking the condition of (A), we ca.nnot help but to think that
the scope of working by a thlrd pa,rty becomes fau-lv,r narrower
under the very way of thinking afppeared in this case. We would
like to pay our attention to the die:cision to Be given in due course

by the superior court.

Conclusmn

In the above three cases regardmg ‘the work of one co-

‘owner and the work under statutory 11cence of pre-use, the

conditions for judgement of subcontractmg work naturally vary;

209




gtrict in one case or mild in the other case, the difference

being influenced by such factors of judgement as the interest.
of the other co-owner and the bal-anée of protection between’
the prior applicant and the prior-deviser under the prior
application system.

Firstly, in our thinking the subcont'racting work under
a licence agreement, could we sa_:y the condition that all the
finished products '_manufac.tu' red by a subcontractor’are suplplied
to a licen'sele is a fundamental condition ?

Licence agx.eement is, in some cases, based on relation-
~ship of é. sort of_t:éust between a licensor and a licensee and

it may be impermissible to substantially change such relation-

i

ship .betwee‘n‘ licensor and licensee as a result of subcontracting
work. |

- If a licensee does not have the preparation for taking iliS
responsibility for the work of its subcontractor as the licensee's

own work, such work will.betray the trust of the licensor and

is feared to résult in the appeéran_ce of unexpected unlawful
competitors to the licensor caused by illegal diversion by the
subcontractor of the finished product manufactured during the
agreement of contract for work and thereafter and the damage
and loss of royalty caused thereby,

in this sense, that a licensee has a third party supply
to him all the proauéts manufactured by the third party will be
an indispensable condition for enabling the licensee to have
a third party manu-factu;r;e.

This condition is the ﬁost significant for securing

roya,itiés for the lic'ensor-.




Secondly, in a patent licence, it will be also important
to maintain the quality of the manufactured product for securing
‘the value of patent, “that is,' the benefit of a licensor, especially
in case a trademark licen'Ce is togei’:héf granted to a licensee,
the maintenance of quahty is 1mportant in protecting the good
‘will of the brand and ob;ectwe value of know-how.’

In this sense, in cae a licensee subcontracts a third
party with z"n:anufactpre,- that the licensee has an influence of
éhy technical control and supervision ;on subcontractor's
manufacture for the maintenance _6:[ thie quality will be the
| second condition. However, depending on the licensed products,
the extent of the control and Superwsmn d1ffers. In some cases
full techmcal asgistance covermg the procurement of material,
the quahty. specxﬁcatmn and so forth will be requlred and in
-other cases, s1mp1e techmca.l mstructmn will be only reqmred
to be given by the licensee. - '

In case of a licence agreement w1th know how, we should
suppose that the obligation of secrecy'is imposed upon the
licensee and he would be natura.lly requ:lred to obta.m the consent
of the licensor to its disclosure to subcontractor. So, ifa
licensor entertains misgivings about the divulgence and/or
dilution of know-how, the licensor woul.d'prol;ably hold himself
from the consent, Under the above situation, subcontracting
could not be actually considered without the consent of a
licensor. B _

The question of whether the consideration for sub-
contractor's manufacture is the cost of work or the purchase-

price is that of the difference of contractual relationship
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between a licrensee and his subcontz_'actor. However, since
the economical effect that all the manufactured products are
delivered to the licensee by the subcontractdr is the same in
both cases, the condition of whether agreement between the
licensee and his subcontractor is ah agreement of contract
for work or an agreement lof supplying the manufactured
product will not be material if only. there exists an agreement
that a licensee entrusts' a receiver of order with the'.ma.nu.—
facture of a produét and the receiver of ordéi- manufactures
fhe products and delivers to .the licensee all the rﬁanufactured
products, o ' 7 | _
7. It may be said that Akita District Court overlooked the
commercialism of business operation sticking to the ﬁledry
of law while strictljr construing the condition of (A) by connecting
't_:he existence of an agreément of contract for work on which
subcontract originally bases with the condition of the existence
of agreement to receive the cost of work presented.in judgement
in 1938, | ‘
As we commen.t_ed abov.e. we would like to conclude that
the above conditions of (C) and (B) will be material in our
thinking on.wha.t: conditions a licenqee can have a third party

concern in his working.

212




PROTECTION OF KNOW-HOW °

Reported by A. G. Gilkes* - -

The best newﬁiof 197k, and for a long time, with regard to the protection
~ of know-how has been the decision of the Unite@‘Sﬁgtes Supreme Court in

‘Kewahee v. Bicron. Fortunately, in writing the major opinion, Chief

" Justice Burger adopted the broad definition of trade secrets set out in

~_ the restatement of the law®* which includes both patentable and non~

. ﬁateﬁtable subject matter and embracesiknow-liow. This paper ‘will consider
"~ -the lmpact of the Kewanee decision on certain aspeéts of ‘the substantive

law and the practical day to day prectices of industry.

1; Law of Trade Secrets in Light of Kewanee 0il v. Bleron

Trade secret law in the United States is alive, well and thriving, thanks

to the Supreme Court. After ten yeers of doupt, trade secrets clearly

_ now are enforcesble and can be a basis for realistic and concrete reliance.

As & background, the attack on tfade secrets was premised on the over=

riding principle of the dual Federal-State legal systems that co-exist

in the U.S., that is, where there is a ?onflict bétween_these systems,

the federal law is gupreme. Briefly, the argumen;_ﬁgéinst State enforeed
trade sécrét protecﬁion wasjthat these }awé and the;federal patent lawé
{established under Article I, Sec. 8, ci; 8 of the U.S- Gonstitution).
inherently conflict an& as a result Stﬁté protectiop of trade secrets

must be ipree!npted- This argument was given suppor:'t' in a pair of Supreme

s

é *General Patent Attorney and Mansger, Patents and Licensing Department,
Standard 0il Company {Indiana). I am grateful. for the essential research
and drafting provided by my associste W. L. Oliver. ‘ :

*¥Restatement of Torts Se. 757, Comment b (1939), 5. °
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Court cases decided ten years ago in the Sears-Compco* decisions where
the Court held that an'unpatentabie product cannot be provected oy
State courts under the guise of unfair competition laws. That is, state

S may not give a monopely tc a manufacturer for a product on;the theory

that the public associates the product only with one mgnufacturer. In

other words, "secondary meaning’ may not be created in a product per EE'%

Immediately following Sears—Cogggo many. people thought an expansive’
readlng of these cases would requlre that any plece of "intellectual i
property’ not protected under the federal patent or copyrlght statutes

was unprotectable under other legal theories.

Thé_high water mark of the erosion of protection-for all induétrial/

intellectual property rights not protectable oy patents was probably

. reached with Lear v. Atklns** which while further undermining the beneflts
of the patent law cast substantisl doubt on the viablllty of license
' arrangements predicated upon.confidehtial information or know-how.

Fortunately, the Supreme Court in Kewanee resisted the possible tempta~

tion to opt for‘"partial-preémption" associated.with the potentially
patentable subject'métter involtéd in the Kewaneé case. Although the
Court could have affirmed the 6th Circuit by these theories, this might
hﬁvé left in doubt the fate of trade séérets and.kﬁow-how where no
right of patentablllty had been lost or which was not susceptible of
patent protection under the statutes. ¥Yortunately, the Supreme Court
*Sea.rs, Roebuck & CO v. Stiffel Co., 376 U.S. 225 (1961+),

Compeo Corp. v. Day-Brlte nghtlng, Ine., 376 U.5. 234 (l96h)
- *¥395 U.S. 658 (1969)
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'fackled the broﬁd épectrum of “rade secrets_aé hefined by the restatement
on torts and held that there was no conflict vetween fhe pufposgé”of tﬁg'
federal patent laws and the purposes of the stafe laws dealing‘witﬁ‘trade:
‘secrets, and hence that the latter were not prééméted; LAlthough Sears-
Compco remain, the tide eroding away rights assoéiated with trade'secfets

and know-how has receﬁed.

- The first significant bfeak from this philosophy was taken by the Supreme

Court in a 1973 decision--Goldstein v. Caiifornia LElE U.s. 5h§7 which’
_heid valid a state criminal statute against record and tape piracy in

- light of “the federai copyright law;'IThé.Cburt’é rationale involfgd an
interpretation‘of Congressionai intent Wherein.Sears—Compco the sub;ect
matter was within classes protectible by patents;'in Goldstein the subject.
matter was not within appropriate classes, that.gt.the time Congress
enacted the copyright law in 1909 it did not “baiance" the need for
protection'agaihst record pirateé against free cpﬁmercial eﬁterprise

and therefore the States are free to fashion their own forms af pr&fec—
tion over this unattended area. In distinguishihg Sears-Compco, the
Goldstein Court said that in record piracy, unlike "mechanical configura-
ﬁions," Congresé had not drawn a balance. This étatement'léd-§0me peiSOns
to speculate that any type of State protection, including‘trade secrets,
for "mechanical configurations" which presumably:wbuld inelude process

know-how would be invalid ger se.

The situation came to a head when the Sixth Circuit Court of Appeals in

Kewanee 0il Co. v. Bicron Corp. /K78 F.2d4 1074 (1973)/ overturned the Ohio
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trade secret law {one of the strongest in the netion). -The Supreme Court

[u.s.-, 94 5.Ct. 1879, 181 U.S.P.¢. 673 {1974)/ heard the case and re-
versed the Sixth Circuit with six Justices in the majority, one concurring

in the result and two dissents.

The majority opinion written by Chief Juétiqg Burger reiterated 2 hoiding
of Goldstein that the Constitution alone does not preveht the Statés from
exercising concurreht.power over patents'and éopyrightsa According to
-the Court, the real issue is whether the Ohio trade secret law "clas@es

i

with the objectives of the federal patent sta.tu‘t;e.‘ To resolve this
question Burger examined the objectives of the federal patent law in

cdmparison to the objectives of state trade secret protectiom.

'In the Court's view, the federal law was_estéblishéd to “promote the progress
of Science and the Useful.Arts" and to this end éongress allows a limited
monopoly in return for full disclosure of the “invention." Competing with
_tﬁis policy of promoting inventioﬁ is the strong federsl aversion to uﬁf o

1}

warranted monopolies that "requires that all ideas in general circulation

be dedicdted to the common good unless they are protected by a patent.”

On the other hand, trade secret laws are based not only on the encourage-
ment of effective research and development programs, but on the main-
tenance of standards of commercial ethics, good faith and honest, fair

dealing which is necessary in a commercial-world.
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In- -analyzing the confllnt between State trade secret law and federal

objectives, the Court first looked at all categorles of intellectual

property not covered by the patent law. Theoe 1nclude anythlng which

does not fall within the patentaole subject matter as deflned in

35 U.S.C. lel namely, intellectual property whlch are not processes,

machines, manufactures, comp031t;ons of matter and improvements thereof.
To these the Court believes that Congress has drawn "no balance" and
thus States are free fashion protection for the@. The Court notes that

ebolition of trade secret law would not result in increaséd public -

disclosure of such non-patentable subject matter such as customer lists,
advertising cdmpaigns or busineés methods sinde no one would attempt to

isecure a patent on them. In fact, to keep these fyﬁes of opefatiohs

secret "encourages business to initiate new and individualized plans of

operation.”

Of course the more difficult analyses are in the areas where trade secret
laws may protect 1tems which fall w1th1n the Sectlon 101 definitions.

Here, the Court examines the broad objectlves of the patent law in

relation to a possible conflict with trade secrets and decides that the
federal policy of encouraging invention is not disturbed by another form

of incentive. 1In concluding that the federal objéctives of discloéure

in exchﬁnge_for the right to exclude does not clésh seriousiy with State
trade secret laws, Burger analyzés three posssibie situations-where the

inventor may choése'trade secret over patent protection. Thése situations
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-were defined by Judge Friendly of she Second Circuit in Painton & Co.. v..

Bourns, Inc., M42 Fad (24 Cir. 1971) as:

1. A trade secret which is knowm to its owner not to be
patentable.
2. A trade secret whose valid patentability is consldered

dubious; and
3. A trade secret believed %o constitute a validly patent-

able invention.

In thé Tirst category the Court believes that the public will not be
benefited by abolition of trade secret protection when.fhe discovefy is
unpatentable, because_me;e filing of én_application which is_dooﬁéd to
be turned dpwn:by theiPatent Office will bring'forth no ﬁew public
knowledge or enlightenment since abandoned applications are not open to

public inspection. However, trade secrets will still encourage discovery .

in areas where the Patent law does not reach. Further, the Court rational-f

{zes that without trade secret protection companies would expend much effort

in se;f help measures designed to protect a discovery. Similary, abolition

of trade secrets would limit licensing and the resulting utilization and

transfer of technology and thus would lead to inefficient duplicative

efforts. Lastly, Burger believes that the patent law does not prohibit

States from restraining industrial espionage.

In the second'situation where the trade seéret holder haes genuine doubts

about the patentability of hie invention, the Court, recognizing that

¥
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- meny issued p&tents'ﬁould be ‘invalidated in & court, states that it is
better that no patent be issued than permitting invalid patents to be

‘grantedi Since more invalid patents would likely issue without trade

secret law, it is in the public interest to keep trade secret protection..

In the final category wﬁefe a persdﬁ consciou#ly chooses to keep a
~discovery as & trade,secfét rather than-accep£ a.valid and enforcesble
~ patent, the Court:assumés-thatlthis élternaﬁive is “"remote indeed."*

- The Court rﬁtibnalizes this conclusion by staéing that a trade secret
" holder takeé a substantial fisk of disclosure by theft or breach of a
canfidential relationship and by discovery of his invehtionleither by
indeﬁendenf creation or by revefse'engineerihg. In the Court'é.vieW'
‘soclety does not face a great risk of slow téchnolbgical pfogress due

té protection 5f trade sécrets, since vhen thé time is ripe for a

discovery, it will be made independenﬁly by many people;f

The Court concludes by reaffirming that "/[t/rade secret law éncourages
the development and exploitation of those iteméAof lésser'or'different
invgntion than might be accorded protecﬁion unier the fétéht'lams, 5ut
which items stiil have an impprtanﬁ part to.piﬁy in tﬁe.technoioéical and

scientific advancement of the Nation."
Thus the holding of Kewanee is clear--that States may enforce their own
trade secret laws. However, in its opinion the Supreme Court stated

*Jugtice Marshall, in concurring, believes that this alternative is.not
as remote as the majority assumes. In fact, Kewanee hed abandoned an

allowed patent on some of the methods now claimed as a trade secret.
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with approval (or at least without 4:isapproval) several aspects of trade

gecret law.
Briefly some of them are:

a) The Restatement of Torts definition of & trade secret vas
cited:
"[a] trade secret may consist of any formula,
" pattern, device or compilation of informastion
which is‘used_in.one's business, and which gives
him an 6pportunity to obtain_ah advantage ovef
competitors who do not know or use it. It may
‘be a formula for a chemical compound, a process-
orf mahufacturing, treating_ér preserving matérials,
a pattern for a machine or.other device, or a list

of customers."

b) The subject of a trade secret must be truly secret but secrecy

ig not lost if disclosure is made to persons, including employees and

licensees, in confidence and with an implied obligation not to use or

divulge the information.

e¢) Trade secret protection may be given both against disclosure
by confidants and against improper methods of obtaining information such
as theft, wiretapping and aerial reconnaissance, but reverse engineering.

is permissable.
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d) Although not always clearly stgted oy the Cour;, broad theories
:and femedies available to.States inciude actions for Qamages énﬁ injuhctive.
rélief granted fof breaches of oral or written contract ‘and for forfious
conduct under classificationslsugh as unjust enrichmeﬁt, breach of duty

and conversion. Further, criminal action may be brought under Siate law

{e.g. N.Y., N.J. and Ohio) and even under the federal law against trans-

- porting stolen goods, wares or merchandise acrosé_sﬁate lines.

e) ,By‘ieaving most remedies to the States, the Court'penmits trade
secret protection to differ among the various jurisdictions. Thus, a

trade secret holder may be subject to non-uniform or'conflicting decisions.

f) Probably the most important distinction between patent and trade
secret protection is the lessened standard to which & trade secret dis-
covery must be measured as opposed to the rigorous test that a Patented

Anvention must meet. The Court recognized that "quite clearly discovery

is something less than invention" and that novelty in the patent law sense.

is not required for a trade secret even though "secrecy ... implies at

least minimal novelty."

Thus, the Supreme Court directs that in trade secret cases courts need not

@ecide whether & discovery iz patentable but only find some minimal novelty -

fhat would support an effective effort to keep the discovery confidential.

It is left to future decisions to see further examples and definitions of
this distinction. However, research and licensing programs may proceed on
the firm assumption that courts under appropriate State law will uphold

valid trade secrets.
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Penal Statutes Dealing with Know-how
The Supreme Court showed its hand slightly on the day it granted =

certiorari in Kewanee by denying certiorari in another trade secret

case céllgd Greenwald v. United States. This.case arose';n the Sixth
Circuit Qt'the same-time as the Kewahee 1itigati9n. In-fact; as one
panellof thé court-waé overturhing the Ohio trade‘sécretriaw in.
Kewanee,'anothef paﬁei affirmed the céﬁ%ictioh u;der'federal.law of
Steven J. Greenwald for transporting stolen goods, wares 6? merchandise

" (i.e. trade secrets) across state lines.

By'affinning, the Court of Appeals rejected Greenwald's argument that
trade secrets were not goods, wares or merchandise as defined by the

applicable cfiminal.statute.

The facts of Greenwald bear some relation to fhose in-KeQanee. Greenwald,
Ka young chemicél'engineer for a small New Jérsej chémidal Company,'became
'disgruhtled'and gttempfed to sell his eﬁpldyers foxmulaé for flame re-
tardant and dust-collecting additives to an Ohio competitor. He was
arrested by the F.B.If at the time of the purported séle; .Alth0ﬁgh it
cén be argued that Greenwald's attemptéd sale was more dastardlf than

+the exFemployeeg of Harshaw organizinglé compéting compény‘ﬁith "stolen“.
trade secrets, the actual éharge against Greenwaid was ﬁransporting |

stolen trade secrets rather than.selling them.'
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Greenvald's petition to. the Supreme Court on the issue that trade
secrets were not within the scope of the statutory term goods, wares or
merchandise and further, that to extend definition of these terms would

‘render the statute unconstitutionally vague.

In denying this petition on.the exact same day thai the Kewanee petition
_was granted, thé Court seems to ﬁave demonstrated‘some:predisposition
that trade secrets are protectab1e. Although Greenwald was,conviétgd
under federal law, which is not subject to the preemption-argumén£? the
‘Gefinition of trade secrets is tied to state law concepts. Further, a
recognized separate federal law of trade secrets would be at odds with f
the contentionrthat-Congress%designed'the patent laws to cover all
aspects of the field. ?Therefore, to those who were awgre of Greenwald,

the final outcome of Kewanee was not'surpfising.

in addition to the foregoing federal statute involved in the Greeﬁwald
case, most of the indi%iduél sﬁatea have péngl statutes.?rotecfingftrade
‘secrets. -Interestingly, many of théée'were=enacted 6r‘stfénéthened 5y
amendment ' following the Sears—Cumgéo cases. 'fﬁese'are'set‘ﬁut iﬁ the

attachment.

Att.
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Ark. Stat. Ann.-§§ 41-3949 to 3951 (1967)

Cal. Penal Code § 499c (1967)

Colo. Rev. Stat. § 40-5-33 (Supp. 1969), § 40-5-34 (Supp. 1967) (1967)
Ga. Crim. Code § 26-1809 (1968)

Ill.Rev. Stat. Ch. 38 § 15~1 to -9, § 16-1 (1965)

Ind. Code §§ 35-17-3-1 to 35-17-3-5 (1969)

Me. Rev. Stat. Ann. Tit. 17, § 2113 (1967)
Mass. Ann. Laws Ch. 266 §§ 30(4), 60A (1967)
Mich. Compl. Laws §§ 752,771 to ,773 (1968)
Minn. Stat. Ann. § 609.52 (1967}

‘Neb. Rev. Stat. Ch. 28, §§ 548,01 to .03 (1965)

N.H. Rev. Stat. Ann. Ch. 580, § 32 (1967)

N.J.'Stat. Ann. §§ 2A: 119-5.1 to -5.5 (1965)

N.M. Stat. Anm. § 40 A-16-23 (1967) -
N.Y. Penal Code § 155.0045),'155.30(3),.165.07 {1967)
N.C. Gen. Stat. § 14-75,1 (1967) |

Ohio Rev. Code Ann. Tit. 13, § 1333.51, 1333,99 (1967)
| Okla. Stat. Tit. 21, § 1732 (1968)

Pa. Stat. Tit. 18, § 4899.2 (1965) _
Tenn. Code Ann. §§ 21-4238 to 4240 (1967)
Wis. Stat. Ann. § 943.205 (1965)
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Contractual Practices

In Kewanée, the rights of the proprietor of the trﬁde secrets or knoﬁ-
how were upheld on the basis of misappropriation and the question of
enforcement of the contracts inﬁolving thé emplbyee-defendants.waé not

reached. Rather, vaiidity and enforceability of confidentiality agreement
seems to have.been'assﬁmed in view of the Court's. references to-licensing

end. disclosure.

In pfactice, confidentiality agreements or undertakings protect agéinst

- unauthorized disclosure and use but usually except: (1) matter generally

known or available to the publie (2) that which could be proved to be in

‘the prior possession of the recipient,and (3) that which was lawfully

cbiained from s third party. It should be noted in comnection with the
second exception that no provision is made for independently developed .
information. This is one of the burdens that the recipient of confiden-

tial information mmst éqcept and if it were otherwise, the basis of pro-

tection would be undercut.

The Court in Kewanee left qnansﬂered at ‘least two problem areas which nay.
give future trouble related to the above. One concerns the degree of .
novelty required for protection. The other involves the guestion of what
is in the public dbmain, particularly the gquestion &s to what extent it
can be argued that vhet is obvioﬁs should be considered within.the public

domain for the purposes of trade secrets.

225




-Scphiéticaﬁed recipiehts'of know-now prbtect themsélves by specificity
if the definitioﬁ of the subjeét mstter to ﬁe keﬁt iﬁ.confidencé as
well as some limitation in time for the obligations of non-diselosure
and non-use. In employee contracts the better préctice in thelUnited
States is to'limit the Séope of thesé agreements fé confidential-
information obtained in the course of em@lb&ment and to:limit_to short
- periods .any restricfion on employment by competifors. The object of.
course is to.reduce the inherent conflict between protecfién of confi;”
_dential information and.the right of the individual to use the skill

_ and experience of his calling in gainful employment.

- International Treéaties

‘Thg Paris Goﬁ%énticn* prbvides " Any adt of campétition-éontrary.to honest
fractices in industrial or commercial matters'cohstitutés.an act of un-
fair-competition." ' The Pan American Convention of 1929, Arf. éd; aléo
provides, "Bvery act or deed contrary to commercial good faitﬁ or t§
the hormal‘and.hOnorabie de#elopﬁent of iﬁdusffiél or Buéiness.activities
shal), pe considered as unfair competition and ﬁhérefdré uhjué£ and o
pfohibited." The United States is party to both.
Parties to thése treaties generally associate protection.of trade seérets
as a part of unfeir comfetition lev. Nonetheless, the ATPPI has been
studying the queétion {53B) and have agreed upﬁn a'definitioﬁ of trade

secrets, which is very broad, and are prepared to recommend amendment

*Paris Convention, Act of Lisbon 1958, Art. 10 Bis (2)
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-of the Paris Cénventiop to provide express recognition for trade secrets
ahd knbw-how and their:protection. This_hgs been the objegt of study by
the ?atents, Trademarkiand Copyright Secti&n of the American Bar Associa-
tiqﬂ, and ceems to be.éngéndering‘considerable spppﬁrt; Perhaps, in

view of Kewanée, the need is critical, but enactment would be beneficial

from the standpoint of harmonization of internal law.
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LICENSING OF CO-OWNED PATENTS

Reported by A. G. Gilves¥

My interpretation of ¢k o \_iysis of the procedural

and substantive le .- :tent rights developéd*
as a consequence ofﬂ_ . - Erriéiné any joint |
cooperative relationgl . 'ri) __-ust implicetions
which of course requiré_ (Zu,} f/,dfﬁf/;;e-by-case basis. Pro-

cedurally, the,legal-prdy K /Amﬁfbe associated with joint inventorship

o

:as well as co-ownership of patents. Thts, in the case of a joint Iinven-
tive effort between workers or firms in the Uis. and & foreign country
(e.g._Japan), there arelfour-areas in which patent laﬁrproblems might
arise: |
1} Must a U.S. license be obtained in order to file patent
épplicamions outside the United States?
2) To vhat date can an applicant swear .as an invention dete in
order to avoid a reference using a Rule 131 Affidavit?
3) Wnat invention date can be established in interference
proceedings? |

4) What agreements should be made between the parties?

Under U.S. law whether-a foreign filing license is required is determined
by establishing the ecountry in ﬁhich the invenﬁion wag made, that is, wherg
the conception and reduction to practice took place. However;.an inventioﬂ
date in the U.S. may be established by proving the occurrence specific acts
with the U.S. The various situations are listed below:

*General Patent Attorney and Manager, Patents énd Licensing Department,

Standard 0il Company (Indisna). I am grateful for the essential research
and drafting provided by my associates W. L. Oliver and 5. M. Welsh. i
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Licenses fﬁr Foreign Filiﬁg
Under 35.U.S{C. E8184-186 an ap;licant in respect of an invention made
‘in the U.S. must obfain 8 license from the Commissioner of Patents 1f
a foreign application is filed in a foréign country prior to six months
after filing a U.S. appliéation. A failure to obtain.subh a iicense will
invalida;e aﬁy issued U.S. patent on fhe invention unless a retroactive

license (only svailable in cases of inadvertance) is granted. In addition,

there Bre possible criminal penslties {8186) for failing to obtain a license.

.With respecs to these sections of‘tﬁe statute, it may be unclear whether é_
liéehse mﬁst_be'qbtained when the invention:is the produqt of a joinf |
U.S.-Japanese team research. As far as can be determined no case has been
:deéided défining this requirement in this type of sitﬁation. In analyiing
the problem it is recogpized that two events are usually associated with
.makiné an invention, namely,Aconception fdllowed 5y reduction to practice.
Whether both of these must oceur in the-U.S- for E8184-186 to apply is

not clear. It can be argue@ that the policy behind the licensing require-
ment, that is, to prevent.foreign disclosure of discoveries within the
national securiﬁy interest, is obviated if one of the inventors is a
foreign resident. However, these sections have been enforced strictly
even when no national security disclosure was involved. Thus, a court

in g specific case might interpret the statutory language as meaning
either the lbcétion of the reduction to practice or where the.invention

was conceived.
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‘In any case, the solution is simple. When a U.Sggresident-is'involved'¢
in & paﬁent.application, obtain & U.S. license before filing non-U.85.

applications..

Rule 131 Invention.Dates

Under Rule 131 of the Patent Office an applicant whose claim has been
reJected on a reference dated within one year of the appllcant‘s filing
date may over come that reference by ShOWlng facts that demonstrate a .
completion of the 1nvention in the U.S5. before che fi;iqg dete_ ZUsually,
an;&ffidavii by the inventor is Filed in which‘he “sﬁesrs 5eﬁind“‘£he
cited reference. -The applicant may prcve an invention date as the date.
of  reduction to practice or the date of conception coupled with due

‘diligence to a reduction to practice.

_ This rule is based, in part,ron 35 U.s.C. 810k which states that an
applicant may not establish a date of invention by reference to kncwledge
or use thereof, or other activity with respect theretc, in a foreign
countpy. : An exception 1s that an applicant for 8 foreign invention may
claim.a priority date as the date of the first U.s. filing as,provided_
in3the International Copveniion for the Protection of_Inductriel Propert}-
The only other exception is that U.S. domiciliary_sﬁctiop abroad while
serving onibehalf of the UiS,_may elaim the same rights ag if his inven-

.

‘tion were made in the U.S.

The result of §104 and Rule 131 is that an invention made through a U.S.;

Japanese Joint effort may have problems in esteblishing an invention date:

[aS]
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- prior to the effective filing date. By claiming & joint inveﬁtoréhip;

the applicants mmst surely concede.tham:sbme ﬁart of ﬁhe conception was
made by each inventor. 1If one inventor is a non-U.S. resident, at least
part of the conception ¢ccﬁrred outside the U.S. quever,'this‘still

‘ 1eawe§ the 6?por£unity for a reduction ﬁo-préﬁticé tq exiétlwithin the
U.S., that is, an effective physicai embodiment of the invention operable
in the U.S. Any date on which it can be shown that & rédﬁctionzfo practice

occurred vithin the U.S. may be used as & basis fof’a Rule 131 affidavit.

Thus, in order o establish an early invention daté it is sdvisable to
“have an invention reduced to fraétice in the U.S. Althoughran,inventidn_
‘ may:be reducéd to practice outside thie U.8. before such reduction exists -
in the U.S., the priority date with fespect to Rule 131 will bé thé date

~on which such reduction occurred within the United States.

Iﬁterference _ _
Similar to Rule 131 préctice, sn application may prove a priority date
in an interference by elther § reduction to practice or‘alconception
féllowed by a diligent reduction.tolpracfice.‘ Under B10b4 to ﬁrove an
inventioﬁ date prior to the effective filing date, the.acf alleged ﬁust
have occurred within the U.S. Thﬁs, an ahelysis similar to that con-
sidered in swearing behind s reference using a Rule 131 affidavi£ is
made for interferences. The net result being that when U.S. and non~
U.8. inventors are Joined, it is edvantageocus to create a reductionlto

practice within the U.S. as soon 85 possible.
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Contractual

Without contractual sgreement among the parﬁiés, any coinventor or co-
agsignee ma&‘license a.patent without the consent of other coinventors

or coassignees. Further, sincé all coiﬁventois must be joined in an in-
fringement action and none ma& ve joined invoiuntarily, any one coinventof
‘may block suit against an alleged infringer. In view of.these consequences,
it is fundamental that these be treated in a_édntract_which spells out

the respective rights and cbligations of all of the parties, ineluding

the obligation to obtain assignment of patent rights_and assure coopefa-
tion in the filing, prosecution and maintenanée of’appiicat;ons'ﬁnd baténts

worldwide.

Antitrust

The antitrust gquestion is entirely too broad.and involved to be discussed
within the scope of this report; It should be ﬁentioned howevgr that the
'problem will vary in degree accbrding to the size and economic power of

.the cooperating.partners, nature and scope of the relevant markets affected,
tﬁe geologica; areag involved, the length of ﬁhe term of ﬁrojected cooper-
ation, preexisting vatent and techngcal positions, licensing policy ‘re-
specting cooperative results, whether open and non-diseriminatory or re-
strictive, gnd whether degrees of exclusivity are granted or restrictions
in territory, exports or use are imposed:in the exchange oi righﬂs under

the agreements between the parties.
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Currently, the principles involved in the case of a—very broad cooperation
are being examined in the pending case of Unlted States v. Westinghouse

and Mitsubishi.  Mr. Walt Thomas Zielinski is going to cover thls subject.
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- EXTENT OF PRACTICE BY A SUBCONTRACTOR UWDER A LICENSE CONTRACT

‘Reported by A. G. Gillkes¥ -

The question is raised as to the extent to which a licenseé may - authorize
ﬁanufacturing under his license by a subcopﬁractor in l;eu of mamufacture.
by hiﬁself.' Although what rights may ﬁe impliéd"under-u.s. lay are rathef'
uncertain, the sclution is simple aﬁd under the prevailing practice, sub-
licensing rights when intended are almost invéfiably spelled out expressl&

“in the license- agreement.

No casge has been found which specifically determines whether a subcon-
tractor is legally to be considéred a sublicensee for purpbseg of de-
- termining what rights and duties a licensee of.a patent_may tranSferi
That it is important to determine whether a subcontracéor is a sublicénseé
in this context arises from the éenerally followed rule: A patent licensge
msy not grant sublicenses to others unless he is authorized to do so by

the terms of his license. Ellis, Pstent Assignments and Licenses, sug-

gests that the reason for limiting sublicensing is to prevent the creation
of greater rights than were intended or expressly conferred by the

licensee's contract.

A licensee's rights that arise from his contract with the patentee are
necessarily of particular and limited scope. Sublicensing rights ordinarﬁly
would not be implied -becauge the result might be a dilution of the licensdr's
position and unintended additional competition without campensétion. of
¥General Patent Attorney and Mansger, Patents and Licensing Department,

Standard 0il Company {Indiana). I am grateful for the essential research
and drafting provided by my associate S. M. Welsh. :
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course it is possible to visualize numerous practical situations where
the need for subcontracting by a licensee, and hence the need for the
right to sublicense; may arise. Common situations involve the right to

prbcuré critical equipment or to have catalyst made for operations under

the paﬁent'rights and confidential technicai information covered by a
process or manufacturing license. Standard practice in the United States
is to assume that any necessary sublicensing rights should be expressed

in the license sgreement and the grant of the license to practice, cus-

tomérily'iﬁcludes the right to make or have made catalyst, equipment

or other materials necesééry for practice under the license.

Thus, assuming that thelsubcontractdr does_not have_thé right to menu-

facture the patented item without a transfer of such right to menufacture

from the licensee, B, the iicense.agreemept‘should'empower the necessary
extent of sublicensing agreeable to the parties. In granting a sub-
license, the licensee can of course transfer only such rights as it

holds under a license and the terms of the license afe'binding on the

sublicensee. [iﬁperialeppliénce Corp. v. Hamilton Mfg., 239 F. Supp.

175.7

Another approach to determining the potential right of a manufacturer
to authorize submemifacture by a subcontraétor is to determine the
right the licensee haé'to'assign his rights to third parties. It is
reasonable to érgue that if a person has the right to transfef-§£;

his rights, i.e. an assignment, then he is also likely to have the
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right to transfer some portioh of those rights, i.e. a sublicense.  The

issue raised by this élternate approach is whether a particular license

agreement is assignable.

-There is a division in the case law as to whether assignability of a

license agreement is controlled by federal br:state law when there

appears to be no interference wifh the Constitutionsl objectives of

the Patent Statﬁtes, In Fermland Trrigation Company v. Dopplmaler,

308 P. 2el 732 (1957), the California Supreme Court held that a state

court was free to make its own determination whether the assignability
of a license contract to manufacture and sell required express consent

in the contract, in the absence of Congressional intenf_to oust state

law on the subject,_and held the license agreement, in question, assign-

.aple. In Unarcoc Industries, Inc. v. Kelly Compﬁgx, 465 F. 24 1303

(Tth Circuit, 1972), the United States Court of Appeals held federal
law applies to the‘éuestion of aésignability of the patent license in -
question and held that under'federal law, & non-exclusive patent license
agreémgnt vhich was, in fact, here a forebearénce of suit against patent
infringément, Was pefsonal and was not assignable without patentee's

consent.

The distinction betweeri the federal cases and state law cases involves

the presumption against assigrment of license égreements-in the gbsence

of words of assignability.
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In Unarco, & federal court held the presumption against assigpability
was irrebuttable, In Farmland, the California state court held that the
~ intention of the parties as to assignability was controlling without

regard. to any presumptions for or ageinst assignability.

By énalogy to the question of whgther a license agreement is assignable,
fhe further questionlmay.be raised as to whether the subcontractor méy'
be authorized merely as an "agent" of the licenseé._ Interestingly, fhosé
‘fact situations ¥hich would cause a contract to be non-assignaeble because
they are personal tq.the licensee would seem to have the same effect in
prﬁhibitiné the use of suﬁagents, i.e. agenté of the licensee, in carry-.

ing out the duties of said contract.
' Hén¢e, if the parties intend to permit sublicensing or assignments under

a license, then such intention should be expressly 3pelléd_out in the

license agreement.
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Address to PIPA Conference
10/29-31/74 - WIZ/pdb

WESTINGHOUSE-MITSUBISHI

TODAY AND TOMORROW

The purpose of this report is to give you .a few

practical insights into this litigation. and what it may.porténd

for the future. It is not to discuss the issues as a legal

scholar might or. to review the individual positions of the

U. S. Department of Justice. {DJ}, Westinghouse (W}, Mifsubiéhi

.Elegtric‘(Melco) 0z Mitsubishi keavy Industries (MHI). HNone

. of the parties has told me what to say or has any idea what

thoughts I am about toO express.

You wiil recall that the DJ sued Melco and MHI in’

1970 with respect to certain reciprocal technical assistance

agreements. Features of these arrangements thaf the DJ alleged

viéiatede.-S.‘anti-frust law include:

{l) payment of royalties by Melco and/or MHI under

their respectivé agreements on all products

. within particular fields even if some of such

products did not embody any W technology;

(2) agreement by Melco and/or MHI that they or it

could make products utilizing the W technology

in Japan and could sell such products anywhere

except the U. 8. and Canada;

(3} a forcing of Melco and/or MHI by W to take more

know-how under the agreements than they or

it really wanted on pain of having to pay

more royalties if the know-how package was

reduced in contenk; and,

{4} an allocation of international markets by W

charging lower royalties with respect to goods

.sold'by Melco and/or MHI in Japan and higher

~
Copyright &) by Wait Thomas Zielinski, 1974
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royalties with':espect to goods Melco and/or

MHI sold elsewhere.

Something else which has come to light since the

complaint was filéd in 1970, and which may represent a thorny

"U. S. anti-trust problem- for the defendants, is the possibility

that, on occasion, a potential U. 8. customer of Melco or MHI

asked it to bid on a contract to supply an installation or
equipment and it declined to do so, saying only that the ar-

rangement it already had with W did not pérmit such bidding.

It has zo be repogﬂized‘tﬁat, where such a decisiod'to degline
to compete is not'arrive&-at unilaterally by a potentia;
suPpliér'subh as Melco or MHI and, perhaps, because it fore-
sees a-0. 5. patent infringement’problem if it proceeds, Ehé

way is left open for an unfortunate interpretation of the facts.

.Such interpretation would be that Melco or MHI joined together with W
to prevent U. §. competition by either of the Japanese concerns

in the absence of a U. 8. patent or other legitimate reason

and,'thereby. have ﬁakedly combined in an iliegal restraint

of trade in the U, 5.

At this moment, it is my impression that Melco and

MEI are in this law suit to win. They affirmatively desire to

" continue ‘the iicensing arrangeﬁehts théy have had with W or

something much like them, because such licénées permit con-
centratiop on manufacturing and distribution and relieve Melco.
and MHI of a good deal of the cost of the researchuand develop-
‘ment work they_wéuld have to undertake in-the absence .of the

technical assistance the licenses make available to them from

W. And they Q0. not appear to be overly dissatisfied with the
fact thatjthese-technical assistanceé contracts do not extend

in some instances to the U. 8. and Canada. Perhaps, particularly

inrthese'inflationary times, they feel that more opportunities

to compete in tﬁe U. 8. and Canada than they are nowundoubtedly

pursuing would, on balance, assure them of greater cdsts without

.assurihg them of greater profits.

239




Again, W is not viewed és‘ah_enemy or. even ag un~’

friendly by Melco and MHI. ‘Raﬁhef/ because W chose to grant

ligenses to them, so that they ‘could serve their home markets,

instead -of roving inte a war~speat Japan seeking to grab up
equity positions or otherwise to ninder the #ehirth of domestic

industry in Japan, it has-been regarded as their benefactor.

The DJ, on the othef hand, has evidenced no willing-
ness to accept the foregoing, sust as it has shown no willing-
ness to accept the'reality.that Melco and MHI are separate

entities, each responsible to its owﬂtmanagemént, though, of

course, represented abroad by a single group of salesmen =-- the

Mitsubishi trading'people.

Turning to the litigation itself, it now appears

that the discovery pﬂése of the case, wherein the search is

conducted for the evidence to be used when thg case gqeé to
trial before a court, ana wﬁich has already consumed 4 years,
will consume at least 2 more'years; so far, the‘DJ'has deposed,
i.e., examined under oath, only Melco and MHI péople. I£ has
not yet reached anyone from W. Perhaps the reason for this

is that the DJ seeks to question Japanese or other witnesses

responsive to Japanese management, in an effort to spin a web

of testimony that will ultimately ensnare W.

It appears to me that the usual degree of conflict

in U. §. anti-trust céses batween apparently over-zealous and
overreaching DJ investigators and prosecutors and seemingly
over-secretive defendants is heightened by the otherwise linte-

reétiné, but not especially remaxkable, differences in the

Japanese and U, S. ways of doing things, whether in business

or outside of it: It is, to me, undeniable that the typical

DT curiosity and the typical Japanese sense of reserve,

reticense, and privacy are fundamentally incompatible.. Aand

the ways that the Japanese keep their accounts and provide for
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;nfozmation retrieyal.are surely maddening to the DJ.  These’
differences are certain to haVe_contributed,_and to continue
to contribute, to tﬁe extended length of the discovery phase
of this law suit Tt has ‘to be understood too that thls
discovery 51tuat10n is as it is hecause the DJ is not willing
to rely solely upon the alleged illegality of the W—Melco and
W-MHI agreements to have them overthrown. It wishes also to
devalop a pOSLtlon from whlch it can assert that, even if a
court upholds the Valldlty and correctness of the agreements
as'wrltten,vthe defendants are gullty of anti-trust v1olatlons
in that they together engaged ln, and still engage in, & course
of conduct, osten51b1y unaer the umbrella of legal agreements,
which conduct is forbldden by the antu—trust laws. Were this
not so, were the DJ w;lllng to rely only on.the wrltten con~
‘tfacts as the bas;s for this legal actlon, there would have
been no great chase after Lactual ev1dence, the partles could
have agreed upon, or stlpuiated to, what the surroundlng c1r-
'cumstances were or are, and tne case would 1ong since have

.been brought to trlal before a court.

To date, the DJ's efforts to prove an illegal course

of conduct by the patties have ‘turned up numerous instancés

in which an aﬁent of Meico or MHI has statéd, in response to

& request for bids or the like, that his piinqipal, uhether
" Melco or MHI, had to{refuse the offer, had-to refuse to deal,
becauue of a prior attangement-with W;' Whethef refusals to
éeal of thlS sort were ever made on the ground that Melco or

- MHT could not make what was requlred or felt that the bu31ness
was not economically sound for it to pursue, I do not know.
Eowever, with respect to the excuse given (i.e., that an
earliier commitment torw would hot permit deqling), it can
safeiy‘be assumed thut the DJ will pursue background informatiou
in each instance. It will do so on the theory that, if, in one

or wmore of such instances, it can prove that the excuse was




given in the absence of any substaptial analysis by Melco or ¥MHI

of the relevant W._patent coverﬁgé.in thé U. 5. {i.e., to see if

it truly subjected either Melco or MHI to the risk-of a patent
infringement suit by W should the eguipment or the like in-
question be imported into the U. S.), it will have proven an

illegal course of conduct.

Ohe guestion that éomes to mind is, does the DJ now
have any evidence that either Melco or MHIhissued é refusal
to deal in any instance where it had first investigated and
then concluded tha; no W pateﬁt in the'U.:s; was involved? I
have no answer for this question; Another questibn éhﬁt comes
to miné is, if ‘the DJ lacks‘éuch eﬁidence, can itvpersuagé the
court {1) that}helco or.MﬁI has ﬁo righf_;b-fely'én any
presumption that it made a decision ﬁdt to'déal in any iﬂ?ﬁancé
on appropriaté paéent groﬁnds and (2) that Melco or MHI must
show (a) that it had, at all relevant times, fhe capacity-td
~-have the necessary.U. 5. pétent studies made and (b) that it
exercised such capécity with.feasonable diligence and consi-
stency in each such instance? Again, I have no answer for this

question.

As this iitigation is developing, we can see that,
in such license situations, decisions to refuse to deal mﬁst
pe made at the highest level and must be expressed carefully.
These are not matters for clerks to resolve or implement. We
can alsc see, perhaps, that a Japanese or,oéher foreign licensee
may in future find it desirable +o have U. §. patent counsel
available to police the changing U. $. patent position of the
U. S. licensor, so that each decision made by the licensee on
whether or not to deal in the U. 5. market will be duly in-

formed by knowledge of the current status of such position.

- Thank you =--~ any questions?
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For a number.of years various intefﬁationﬁl orgaoizationsﬁ‘
- have been concerned with the subject of ‘the transfer of tephholog&;
particularly to the less deVelooed countries. In recent years,f"
this interest has intensified and'a'variety'of*statements and 
proposals have emanated from such ofganizations. Actually, the
subject of the transfer of technology on an international scale
is not a particularly new one. For many’ years patents and
‘know-how have been licensed by ofganiéations of one country to
those of other dodntriea; In years past,'thosé-conoefned with
these problems were primarlly patent peopie and attorneys, as
well as those technically oriented individuals who develbp inventionu.
T would like, at this time, to refer to Lhe rocent ufrortﬂ ur
the World Intellectual Property Organlzatiun (WIPO) and later
return to some of the other efforts tha;-have occurred ln_Lhis
"area. 1 believe.thatrall members of our Assooiatioh Sﬁould_be.
aware.of'the serfous problems that are developing infthis field
and of the dangers thét much more severe controls may be enforce&
on an international scale upon efforts that we may make to abtaln
compenoation for the substantial oxpendgtures made on research
and development work through licensing Of patents'and know-how:
Future developments in the area ghould be followed much more
Aclosely und ‘an uffort ahould be made, throurh PIPA und through
"other assoclablonsrto which our memberafbvzung, to polnt out the
serious disadvantages that would ensﬁe‘from certaln of these

proposals.
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o As you may recall;'BIRPI; the International:Union_for:
the Protectlon of Industrial Propefty Secretafiat,‘develdped
lsome years ag0 a proposed Model Law for Developiﬁg Countries
on Inventions.  This was_published in 1965. :Aithoﬁgh the
 propoéal contained many features common to the'patent=1;ws of -
_various countriés, there were-soﬁe departuresﬂfrom trédit;onal
s&stems. In keeping with the general,interest that has
:deQeloped_in the area Qf transfer of tecnnolqu_to less.deVEIOped‘é
«dountries, é Committee of Experts on a Pateﬁt‘Licensing Conventiong‘

met in Geneva in late_1972, The Provisional Committee for the

i

Preparation of the WIPQ Permanent Legal-Technicél Prqgram for
‘the Acqulslitlion by ﬁevéioping Countrles of Technology Related
to Industrial Propert& met in Geneva in.June 1973.  Roth of
these groups consideréd thelquestIOn of whether, 1n addition
'to-the traditional kind of.patenta,.speciélﬁk;hds of patents . -
'should be‘developéd which would ﬁrovide an lncentive for the

conclusion of lildense agreements under which inventions would

be utilized in developing countries.

Three types of paﬁent_rights were considered. One of

these, which alréady e*isﬁs in the law of some gountries was '’
patents of 1mportation§or confirmation. - The second type

-was so=~called Technology Transfer Patents. The third type -

- was Industfial Development Patents. The sccond ol these
types of patentfrlghts was consldered on ‘the bauls‘uf a-

| dréft:provision,prepared by the Internatlional Bureau. The-

th;rd*was baSed-on.afbpoﬁosal made by the'delegation from

Brazil ta the Committe§ of Experts.
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A WIPO Permanent Committee for the Acquisition by Developing
Countries of Technology Related to Industrial Property was
organized and met in March 1974. At thls meetlng, a questionnaire
waé formulated to sollclt comments on thé;general subject and on..
the two specific new tybes-of 1ndus£ria1 ﬁroperty-rights ﬁhat
had been proposed. Committee No. 3 of PI?A reviewed this question-
naire, drafted answers,'and these answersfwere forwarded to WIPO.
Sqme of the serious problems that might eﬁsue from these propﬁsed_
types of rights were pointed ocut. Lack of-time prevented.generél"
circulation of the answers to the full mémbership of PIPA. 7

On' September 10, 1974, before WIPO-coﬁid have recelved all of-
the answers to the quesfionﬁaires and glven the matter adequate '}
lconsideration, there was clrculated to Interested partieu ﬁ notlce
of a first meetlng in Geneva ih Novcmborrdf 1974 of a-wurklnﬁ:"r
group on the Model Law for Developing éountriea on Inveﬁiioﬂ§ and3.
Know-How. The notlce also contained draft model proviaionu
for these speclal types of patents. ) _

‘It 1s proposed to revise the BIRPI Model Law published in
1965 by adding elther one or both of these proposed types of
-protection Apparently, it is also planned to lssue a document
summarizing the replles recelved to the questionnaire referred
'to previously.
| It is stated that the alm of both 5pcctal typed of pdtents
is to facilitate the acqulsltion of teLhnulopy by Jnv<}oplng
countries and Lo promotc in such countr.u; !ndustriai pvoduction

‘based on the technology acquired. These rights are stated to be
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inténded to encodragé and protect the workiﬁg by manufactgrers

in thé éountry ofiinV¢ntions whicﬂ can no lﬁnger be_prﬁtected
by ordinéry patenfs, due to ﬁ ibss 6f novelty. It is nqﬁéd

' that, fbrfvafious reasons, a bafent for an invention may not
be'#ppliedrfof 1n.a countrj within the'twe1Ve‘m9ntps priority
gériod'provided under the Paris.Convention and éther agreements.
At¥aulater date_é.cbmpany in the country in question may
becoﬁe'iﬁtéregted.in_ufiiizing the inventidn but may not be

_in a position to obtaln at least a limited exclusive right,
_ana.thﬁsfmgy'ne31tate to enter into production rearing,;hé

. riskiiqfqlféd;dué to.lack of some type of patent protection.

}-The héw~ty§é'ofjpatent rights are sald to be designed to .
_rémedg,this.ﬁituation. -The-twélve mohth prloprity pbriéd

’_ would.nét'operate. Novelty would be required only as of the

; filing date in the first cbuntry where the appllcation was .
lfiled,'not with respect to the time at which the neﬁ type of

5 patentfright was requested.
' "The‘Transfef of Technology Patent (TTP) requifes a
transfer of technology contract between the party in the

_ couhtry in questiop and.the foreign pafty ﬁriginating_the

| technology..Actual wdrking must be provided fof in the

‘ country. In the case of the Industriél Uevelupménﬁ Puﬁent

._(;DP),_tbe Industrial sector 1n which the technology lﬁ.to

';'ﬂ§ épp1ied and the qualifications of the appiicant must be
_TJUQééd.suitable by the government of the country in question.
 ;#édifi9n§11y, the technology must be such as to be considered .

w'éébhomidally viable in the country.
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The TTP'must'be-based on coqner&ﬁ&qn-betmeen the.ehterpriseo?
in'the eountﬁ& coneemned'and the fowedgn owner of the teohnolqu

and must be embodiled Iin a eontract approved by the government .
as being In the economic interest of the country. Snch ‘

agreements may inelude not only a license;nnder the technology

righte but tralning of peréonnel,'eupply of knoe-how, cepital
investment, and so forth. It should be noted that the -

Transfer of Technology Patent would be granted jointly to

the two parties in question, a substantiaiideperture from :

previous proposals of this type. o -
An IDP would not contemplate an agreement between the

two parties but only a right granted to the-enterprise in

_ the country in question under the foreign-based technology.

Common £o the two’ types of rights would be. the following

requirements-_:

(a) That a patent already be granted in a foreign country ror
the invention and such patent not having been annulled.”-;
{b) - That the application for the rights be made only after the S

usual twelve month priority perlod has expired.

{¢)} fThat- no working in. the country by any party other than_
the applicant before the application 1ls filed.

{d) - That the 1nvention must not, as of the filing dete, be

the sublect of a patent inlforce in the same country or the
feubject of a regular patent application pending in thé ccuntry,.

It 1s planned to have both the TTP and 1DP last for flve

‘years wlth the period to be preolonged on condition that they
.are adequately worked in the country for two further periods of
five years'eacht .The patent will lapse 1f- the owners permit

importatlion or import the product themselves.
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. The principal controverslal point about these rights is

the fact that the TTP would be granted only partly to the

iﬂvénﬁpr! in accordance-with an -agreement with a party in
the_cogntry in question. -The IDP would be granted to someone
ofherfthaﬁ_the in#entor. Accordingly, it 1s quest;onable
thaﬁ_eiﬁhgg riéhp should be referred to as.a "péteﬁtf“
Neither:§f1£hese rights carrles with it the claésical patent
right t6:exc1ude a1l others from the use of'the claimed 1nvéntion.§
B _Manj practical difficulties can be‘fdreﬁeen wiﬁh,respect |
to these rights. In order to obtain the TTP type of protectio@,

the foreign_party must agree to a transfer of technology

;contréét. ‘This contract must providé that he will communidate
to thé domestlc party all the know-how related to the invqntiop
iwhich_is neceésary to permit workiﬁg of the 1nventioq in the
'best pesslble wéy}j_Thé two parﬁiea must.then Jolntly file

an application for the'Transfer of Technology‘PétentJ

Obviously there.érg;f;sks_1nvolved‘in disclosing to a forelgn
party'ﬁechnolos&; iéclgdiﬁg_knowfhow,_whicn may not be 7
d;sdlosgd in ahy'ﬁéﬁéﬁ#ﬁeéen before the TTP has been applied
for. The TTP can:bé:enrbrced by the domestic party against

importationrqf'the.pétented product or the product of the

patented_prpcess;”evgnlthough iq 1s'impdrted by the foréigh

pértyt _ TS _
as noted above, the IDP may be obtained by & party who has

no. rights from'the'inventor thereaf an long au bhe party hiw an
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effectlive industrial eetablishment'equipped to carry out the
erocess and as long as the invention pertains to.tedhnology
QSeful for the development: of industrj in the country. 'The'-:.
draft provisions concerning the IDP de not make 1t clear
exactly what rights the owner of the IDP will" possess
However, it would appear that hé can exclude the product of
the ‘inventlon from the country during the-effective 11fe of .
his right, even though such importaﬁion'may befby'the owner
of'foreign rights to the inventioﬁ. Any ofher perty'whe has
startedrserious preparation te utllize the invention before
the filing date of an application for an IDP may econtinue to
use the 1nvention.

The meeting at Geneva in late November diueuSJed theso
draft provisions and the information obtalned in answer to
the questionnaipe"circelated by WIPO. Qﬁ the‘basie of the
_resﬁits-of theee discussions, the Internatioﬁal_Bureau will
'prepare a new vergion of the draft Model Law provislons.
Coﬁsideration'should be glven.at this meeting to developing
e pqsition of the Associatlion to be preeented a£ the Geneva
meeting. 7 '

As noted previously, the effort by'WIPO-ﬁdrdevelop new
‘forms of industriel property rights 15 not the only effort

in the direction of exerting furcher control on thn-trunsf(r

of technology. For some yedrs the Unltod NdﬁionffConferencn'

on Trade and Development (UNCTAD) has been enLaged 1n the

study.of the advisability of adopting legiulation—concerning
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‘the transfer of industrial technology to deoeloping oount:ies,
including the possipility of concliuding appropriate inter-
national agreeménts'in this field. .

These efforts began in Geneva in 1964, At an UNCTAD-
sesslon in Saﬁtiago in May 1972 there was a request for a
study of possible bases for new international legislation
regulating_the transfer from doveloped to developing countries -
of paténted and nonpatented technology, including related
commercial aqd legél‘éspects of such transfer. - The-mattéf
was considered fdrﬁher at a meeting of ﬁhe Intergovernmental
Group on Transfer of Technology in 1873. The.conoept of
formulating an internatlonal code of conduct in the fleld of
.trahofer of technology was developed. A resolution requesting
UNCTAD. to prepare a study of this proposal resulted ln the
production by the Intergovernmental Group on ‘lransfer of
, Technology at a meeting in Geneva in 1974 of a study entitiéd'
‘"Phe Possibllity and Feasibility of an Intornotional Code of
Conduct on Transfer of Technology "

_ Thils detalled study considered a number of dirPerent
aspects of the matter, including bases for regulation of
ﬁfansfer of technology, national regulation of transfer of
technology, and in?efnational regulation of the transfer.
A rramowofk for international regulation’ of transfer of
techhology wau'pfoposed. However, no apccifle oodo of
.coﬁduot has yet been prepared. It is to be'expeoted Lthat
this will be done at forthcoming meetlngs. -

At this time it is not possible to review in detail
‘ this study by UNCTAD. However, -it is a document well worth '
study. It oontaino, among other‘fhingo; a tabulation of the
variogs types of regulatory pfaCtioéo.that han been ﬁpplied oy

251




specified:countries to'the‘importationiand use.of technolog&,
notably-in7the form of‘patent licenses I am sure that you .

_ would all agree that there have been abuses in the licensing
of patents and that certain legal regulations concerning

these practices are essential . However, we-may rapidly be

approaching ‘the stage where overregulation of patent licensing
activities may deprive us of 1egitimate income to be obtained

in this manner through this form of technology tran fer.

A further interesting section‘orzthe-UNCTAD report.is a
'summary'of the. adctivities of many-other”groups'in this
7 field. In'addition'to'acti?ities of-various groups.within
' the United Nations, reference is made to the economic deczaration

by the Fourth Conference of Heads of States or Governments

of" NonwAligned Countries at Algeria in 19{3, the endorsement
by ‘the Interparliamentary Council at its 113th ses .lon in
Geneva in 1973 of an international legal instrument to
regulate transfer of technology, a seminar by the Economic
,Commission for Europe, an Organization of the American
'_StateslSpecialized Conrerence on the’ Application.of Seience
and Technology in American Developmentﬁ(CACTAL),”a;seminar
_ at Santiago on the Application and Adaptation of Foreign
Technology and ‘seminars on transfer of technology held in
"'New Delhi and Karachi, Reference is also made Lo the International
Chamber of Commerce s.activity. in this field."
| Finally, of substantial interest, is tho mcctinp in
April 197Th of a WOrking_Group,of the Pugwash_Confercnces on
-Science and World Affairs_which-unanimously adopted a draft
Code . of Conduct'on TranSfer of Technolpgy. |
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This;code-produced for a group having substantial
prestige, also 1s too lengthy and complex to consider in.
detall at this time. However, it does warrant very careful
individual study by the members of an organization such as "
this, which is vitally concerned with the protection of
industrial property and with its orderly transfer under
reasonable terms. The ‘Working Group has requestedxthatuthe
_ Pugwash Conferences transmit the document for cons*deration
by governments -and international organizations, in particular, :
UNCTAD, so that the next steps towards adopting an international
code on transfer of technology can be taken. The WOrking ;
Group included one individual from Jdapan, Toshio Shlshido;o'
but no individual from the Unlted States.: It 1is understood
that UNCTAD supports the Pugwash Code and that this matter
wlll be considered by the United Nations General Assembly _
during the fall of 1975. Member governments are understood -
to have been requested to present position paoers_to"tne:

General Assembly at that time. | e

| The United States Government has been worxing with
other Amerioan governments 1in a study on science and the
- transfer of technology. ~This stemmed from a meeting of
Secretary of State Kisainger with:representatives of" the
Latin American countries. A-very-reoent report indlicates
that the Unlted States Government may now he-prnpurod-to
support the adoption of some sort of a binding code of

conduct on the transfer of technology.
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A TT D ORIGINAL: English
\J\\/I‘I. I[ . O DATE: Scptember 10, 1974
WORLD 1 N‘I‘ELLI_:‘.CT{UAL PROPERTY ORGANIZATION

GENEVA

WORIING GROUP ON THE
MODEL LAW FOR DEVGLOPING COUNTRIES
ON INVENTIONS AND KNOW - HOW

First Sessnon )
Geneva, I\ovember 25 to 29, 1974

DRAFT MODBL.PROVISIQNS ON SPECIAL TYPES OQF PATENTS .

prepéred_hy'the International Bureau

Introduckion

1. The WiPQ Permanent Committee for the Acguisition by Develeoping Countries of
Techpology Related to Industrial Property (hereinafter referred to as "the ‘Per=-
"manent Committec”™) recommended, 1n its first session held in March 1974, that the
BIRPI Mofdel Law for developing countries on inventions and know-how published in
1965 should be revised; that the revisicn should ‘be carried out in the framework
of the activities of the Permaneht Committee; that, as a first step, the Inter-
national Bureau should tonvene a working group and that, at its first meeting,
that working group should give the highest priorlty to the provisions on special
types of patents, licensing contracts and know-how (sce document AT/PC/I/B, para-
graphs 68 and §9). The Permanent Committee also recommeded that the working
group should consist of experts having great experience in the fieid. Finally,
it recommended how the working group should be composed ané stated that each
‘expert uould act in his personal capacity tibldem).

2. In compliance with this reccmmendation, the present Working Group has been
convened and the International Bureau has prepared draft provisions on the men=
tioned items. Those on special types of paténts are contzined in the present
dncument; those on licensing contracts and know-how are contained in document
WG/U/INV/X/2.

3, The special types of patents with which this document is concerned are

called "transfer of technology patonts™ and “industrial development patents.”

They were first discussed at the mecting, held in 1972, of the Committee of

Experts on a Patent Liceusing Convention-~as far as transfeor of technology patents

are coE?erned«-on the basis of draft medel wrovisions prepared by the Intarnational
Bureau and=-as far as industrial develepment,patents are concerned--on the basis

of a propesal made by the Belegation of Brasll. -A second discussion 4pn these special
types of patents took place, on the Lasis e¢f a4 draft quﬂ-tlonnaire , at the meating,
held in 1973, of the Provisional Committee on the WIPO chal-Terhnlcal Program for the

1) Annex P to document LC/IL/3 [
2} Document 1L/11/8 CT .
3). Annex to document IC/III/4
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hequidition by Developirs oufiries-of ‘Technoldgy Related to Industrial. Property.

A revised draft questiconnaire” | Jonthe same: subject was submitted to' the: Eirst
sion, held ih Hnrch 1934, ol Lhe Peranan Committco.

4. In. April 1974. a ‘L:onnaire Concerning Spec 91 Ty pes of Industrlal
rroporty Facilitating théaAr, Lisition of Tachnology"” ~was circulated to'the
member’ countries of . the: Faym.acnt Commiftee and to interested’ internaticonal non-
governmental. organizations.  Replies were rcquested by September 15, 1974, and
‘will b the- sub]oct S a_srparate document.

5. The draft-model pravisions oontained A his document are’ presented, as
Annexes A-bis and -heLer ooin the form of two possihle raddenda . to” the revised model
lew on inveniions ond Enov-how,'in:addifion ‘to the two possiblo ‘addenda {on
patents of “introduction and: inventor's certificates): containod'in Annexes A and B
to the BIRPI- "Méd&l Law for Dcvelopmg Countries on’ ‘Inventions® (lereinifter re~’
ferred to as "the BIRPT Model ‘Lav"). ~Draft’Anhex A-piscontains the provisions
concerning transfer-of tcchnology patents)draft- Annex A-ter oontains those con=
ccruing indhstrial development atents.._

[ The. aim of both speoi11 Lypes of patents is to facilitate “the acquisition of
technology by dcveloping countrios and ‘to promote’ in-such -countries: industrial
production baded on-the technology acquired. . They ‘are-intended “to ‘eéncourage and
protect. the ‘working by ‘manufacture! in-the country-of inventions which can no
longer be protccted by ordinary .patents, that is,” patents of :the sort provided
for An Part 1 -of the BIRPI:Model Law, by reason of the loss 0f ‘novelty as defined
in that Part, It frequently happens -that, for 'one-zeason ‘or :another, a patent
for an invention is not. Applied for in a-country within the twelve months' priority
- period from the first .application:in.another country: for: axample, the foreign
inventor. may ‘have no intention -of entering ihto production An ‘that eountry. Laterx,
howeover., an-enterprise -in the ‘country- may well become “interested “in explaiting the
dnvention, but, ‘itipeing -impossible to obtain a:limited ‘exclusive right by means
of a patent, may hesitate to- embark UPOR production, fear:ng that its investment
could be at:risk as.a resilt of direct. rompetition ‘by another enterprise, or
importation by a” fore*gn enterprise, as:soon as the first enterprise demonstrates
that a sufficrent market exists. Transfer of. techtology.: patents and industrial
developrent patentsi aré designed to: remedy this situation; in the case of both of
‘these ‘speciali‘kypes of patents, £he novelty requirement defined in Part I of the
BIRPI Model Law would apply not at-the date.of filing the application for such a
spncial type.of patent in the country concerngd-but at the {earlier) date on
‘which-a patent for ‘the. samé inveéntion was: first appliéd for abroad, and the twelve
months' priorfty per&od ‘would ‘not. operate as a time linit.

7. In: the draft model provisions for hoth speoial types of patents, the ecanomic
interests of the ‘Country.concerned constitite an ‘essential criterion on which tha
granting procedure vould ‘be hdsed. : In-the caseé of the transfer of technology
patent, the requirement” that the ‘transfer of technology contract between the dom=
‘estic party and the" foreign; party mist provide for the transfer of know-how and
working in the country socures those interests, 1iIn the case of the ifdustrial
development ‘patent; the’ securing of ‘the said interests 1s provided for by the .
rehuirements that the -Andustrial. sector in which the technology is to be.applied
and ‘the qualifications of +thé applicant must both be judged to be suitable by the
government, and ‘the technology ituelf must be 3udged to be capable of economically
viable exploitation., .

84 A transfer of technology patent would be based upen effective cooperation
between:a domeslic:enterprise in -the country concerned and the foreign technelogy
ownor, -for it would- be grarited ‘only when these two parties had concluded a trans-
ter of technology ¢ontract, and this contract had been approved by the government
after having ‘weighed -its.desirability from the viewpoint of the economic interests
of the country. chh caooperatlion may be of great importance when the domestic
party needs-the contribution of the foreign party in..order to ensure an economically
viable-explojtation of ‘the technology concerned; this contribution could relate to,
for example, the training of the labor force, the supply of general or specialized
technlcal know-how, “the investment of part of the initial capital, or access to .
‘established ‘marketing channels. A transfer of technology patent would be granted
to the. tuo parties of tle contract jointly.

1) Mnnex to document AT/FC/I/3
2}  Annex to WIPD Circular 1905
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907 pa industrial development patent, - on the other hand, would normally not be
baserd upon cooporation belween the enterprise in the dountry and the foreign
‘technology owner; it conld be suitable when the former is able to exploit the
technology effectively by means of its own resources or of any resocurces existing
elsewhere in the country, that is, without any contribution by the owner of the
forelgn technology. ' An industrial developmant patent would Le granted to the
cnterpriae in the country alone.

10. The two special types of patents have a number of practical features in common,
in addition to the broad similarities referred to in the preceding paragraphs;
such Ieatu1es include the folliowing:

(i) Both require that a patent should have been granted in a foreign countty
for the same invention-and that this foreign patent (er any earlier /patont in the
country) should not have been annulled {for erample, for lack of novelty or inven-
tive activity), Furthermore, both of these special types of potents reguire that
applications for them may be made oniy after the twelve months' priority period
has expired; the question arises whether it would be desirable also to set & time
limit, after the expiry of which applications could not be made: a provision to
this effect is included between squave brackets in Sections 204(1l) and 304(1);
1f the principle of such a time-limit is accepted, this could be set at, for exam-
ple, twelve yearxs after the date of application for the foreign patent or its
priority date, taking into account normal delays in examination of applications
‘and the particelar delays before grant, sometimes exceeding ten years, in countries
having a system of deferred examination.,

{ii) Pefore the date of the application f£6r either of the two special types of
patents, the invention must not be or have been worked in the country by a person
.other than the applicant or applicants, and must not, on that date, be the subject
of a patent in force in the country or an application pending in the country.

. (ii1i)" The Patent Dffice examines applications for both special types of patents
not only fer formal regquirements and in respect of the necessary government appro-
vals, but alsoc to ensure that the subject matter is not excluded from patentability
under the national lawa however, examination as to novelty or inventive activity
is not reguired. .

- {iv) Both special types of patents have a duration of five years, and may be
prolenged, on condition that they are adequately worked, for two further periods
of five years [a possibile total of fifteen years); both lapse if their owners -
permit importation or themselves import. .

11. These two special types of patents are not mutually exclusive and if a country
decides to incorporate both in its patent law, the domestic enterprise may, under
certain circumstances, choose between them. If such enterprise desires to export,
it 1s probably well advised to choose the transfer of technology patent since the
owner of the forelgn technology, in the absence of a cooperative agreement with

the domestic party (which would be the case if an industrial development patent

is chosen), is likely to do his utmost to prevent the importation into foreign
countries of products manufactured under an industrial developmont patent. Another
danger, in the case of the choiceof an industrial development patent, that the
domestic enterprise will have to weigh, is that the owner of the foreign techneol-
ogy will probably miss no cccasion to demonstrate that the domestic enterprise has
no right to such a patent because he {the foreigner) or a third party has already
worked in the country an invention (whether patented orxr not) which is closely
related to the invention for which an industrial development patent is granted or
that the domestic enterprise must accept competition on his {the foreigner‘'s) part
because;having made serious preparatjons in the country to exploit the invention,
he has the right to effect such exploitation notwithstanding. any 1ndustr1al devel-
opment patent granted to the domestic enterprise.

257




WG/ML/INV/L/3
page 4 -

12, It has been said that the word “patent”™ in the titles to be given to the
proposed new forms of protection was inappropriate in view of the fact that a
palent must, patr excellence, be granted to an. inventor {or his successor -in title),
and Lhaf a transfer of technology patent would be granted only partly to the in-
vontor, hna an ind ftrinl development patent would be granted ‘to someone other -
_than the inventor.”’ It seems, however, that the principal idea evoked by the word
“patent™ in industrial property terminclogy is the grant of execlusive righisy |
both of the new types of patents share with the “ordinary iype™ of-patent the. .-
feature of conferring exclusive rights on their owners--exclugive rights, more-
over, which to a large extent, are the same as those conferred by the "oxrdinary
type® of patent on its owner, {This is why it is logical that the word “patent®

is not used in the title given to inventors' certificates,: &s such certificates

do not confer exclusive rights,) It has also been said, in opposition to the use
of the word “patent,” that two of the characteristic elements of patents~-the -
requirements of novelty and of inventive activity at’ the time of applicaticn~--
care. modificd in-both of the new systems: what 1s required at the time of applying
for a4 iransfer of technology patent or an industrial development patent 1s not
novelty . (either world-wide or local) or inventive activity, but the absence of
local working of the invention; however, novelty and inventive activity are reguired
at, the -date -of the application for the foreign patent {or its priority date), sc
that. this argument——which by the way would apply also to importation patents, con-
firmation patents or patents of introdiuction (without having prevented their

’ being calaed patents")-wis not decisive,.

13.- The draft model provisions contained in this document are numbered from 20%
for transfer .of technology patents and from 301 for industrial development patents;
this 'system of nimbering is iptended to avold confusion between the numbering of

. the sections:gf the Model Law itself and the numbering of the sections contained
-~ An the differont nnexes.

:14. kt a 1ater stage, and.taking into sccount the discussions in the Working
Group. a more detailed-commentaxy .on the new provisions will be prepared and
published togethex‘w the revised model law,

15 . On -the s basis Of “Ehi results of the conslderation of this document by the
Working Group,: ‘the:Intérnational Bureaw will prepare a new version of the draft
. model p:ovisions ccntained in this document’

1) The other pdrty has, oi course, the agreement of the inventor, since they
apply jointly,

"2} 'Hamely, to a person who will 1ntroduce tha - technolngy into the country and work

it there. The same was the basis of -patent grants in earlier times in many
countrics. : ’ ‘
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ANMEX A~BIS; POSSIBLE ADDENDUM ON TRANSFER OF‘TECHNQLDGY PATENTS

Contents

Section 20l: Right to the Grant of Transfer of Technology Tatents
Section 202: Special Grounds Excluding the Grant of Transfer of
. . Technology Patenis
Eeectjon 203: Applicability of Certain Provxsions of Lhis Law to Transfer
- .. . : of Technology Patents
Bection 2041 MApplications for Transfer of Technology Patchts
Section 205: Examination; Grant of Transf¢ér of Technology Patents; Refusal
Section 2061 Changc in’ tﬂe Parties or in the Names of the Parties Go the
L o Transfer of Technology Contract
Section. 207: -Duration of Transfer of Technology Patents
Section 208: - Nullity of Transfer of Technology- Patents
- Bection 209:. Lapse of Transfer. of Technology Patents
. Section 2I:° Importution by the Forelgn Party

Section 2011 Right o the Grant of Transfer of Technoloqy Patents

(1} subject td paragraph tz) and Sections 202 to 205, an, 1nv¢ntion for uhich a
patent [o: an:inventor' s certificate] [a certificate of utility or a utility
model} has heen granted in a foreign country {hereinafter referxed to a5 *the
'fareign title') may he the suhject of a eranarer of technology patent.

{2i The right to agply fnr and be granted a- ttansfer of technologx.pntent for
the invention shall. belong Jointly

- (1)*:to the. owner - of the foreign title (hereina!ter zeferred tc as 'the
’ £oteign party } and:,

'lii)' to a person havlng an effective ‘and- serious industrial establishment
1n the counhry thexeinafter zeferred to as "the domestic party").

p:ovlded,that the aa!d persons have concluded a transfer of tecthIOgy contract’
‘relating to the said- 1nvention as p:ovided for by paragraph (3) (hereinafter
‘referred to as "the tzansfar o! technology contract').

{3) The transfér of téchnolﬁgy eontract must 1dantif§ the foreign title by
indicating the ngmé of its_owner and the country in which and the number under
which 1t was iasued, and must contain provisions to the following effects:

(1) that ‘the invention w111 be worked in the count:y within the meaning
of Section 343y either by the ‘parties jointly or by the domestic party alone;

i1} that the toreign party will communicate to the domestic party all the
khou-hou related to the lnvention which is necessary or useful to ehable the'.
invention to be uo:ked in: the ‘best technical manner, and with the mOst advanta-
- geows. economic results, known to the foreign party;

~ (441) that the said contract will bind the parties ‘at least until thb
" -expiration. of the perlod provided for by Section 207{(1), and

tlv} that the partles w111 Jointly file an applicatipn for a transfer of
technoloqy patent for the 1nvent1on.
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fection 20%; . fipocial Grounds Excluding the Grant of Trankfer of

' Technoloqy Tatonts

(1) An invention may not be the subjcct of a transfer of technology patent if,
before the date of the filing ©f the application for such patent.

(x)- the’ Ioreign title has been dcclared null and veld,:

34 a patent lan inventeor's ce:tificntd er a transfer of technology
patentwyranted in the- country for the same 1nvention has been declared null and
volid, or - : : .

- (111} th inven : uorked AN %he country ‘within the meaning of
-Section 34(3_ hy=a perno other than ¥ of tha applicnnts.

f121‘ Fu:the:mure._ E aot;be the subjcct of a transfer of technology
patent if, on the date of the fillng of the ‘application ¥or such patent,

- . patent Ian 1nventor's certificata!l}or a transfer of technology. patent

granted for the same 1nvention ig in force -in the country, or:

{11} an applicatlon for a patent [d4n inventor' 8 ce::iflcatEIllor qnothe:
_application for a transfer of technolagy patent for the same invention 1s pending
in the country.

Section _203: Anglicahiittz of Certain Provisions bf This Law to Transfer of
Technolgﬂ Patents i

‘1) Sections 1 to 7, 11 to 14, 16, 17, 19 ta 23, 27 t6 32, 34 to 46, 4% te 52. aad
58 tn 66, shall, subject to paxagraphs {2} and (3) and Sections 201, 202 and 204 to
210, apply to transfer of technology patents.

(21‘ The conditions referred to in Sectiochs 2 and 3 shall, in respect of é:ansfer
of technology patents, be required to be fulfilled at the date of the filing of
the application for the foreign title ox at the date of the priozity validly
claimed for that title. '

3 1f, and to the extent to which, the transfer of technology contract allows
the domestic'party to exploit alone the inventicn, such party may, alone, exercise
the right of préclusion previded for in Article 21 and referred to in Section 27.

Section 204: Applications for Transfer of Technology Patents

{1) An application for 'a transfer of technology patent may be ma&e &t any. time
after the expiration of a perled of 12 months [, and before the expiration.of a

period of 12 years,] from the priority date valldly claimed*in the appiichtion f&r tha
foreign title or, if no priority was claimed in the application for the £oretgn

title, from the date of tha £iling of that application.

e e e

1} Thesa words apply if Annex B applies.
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(2) The nppllcation for a"transfer’ oE hechnology pahent shall be accompnnicd by
44) a copy oE the forefgn tLtle,

Y A ccrtitled translation of the foreign title into tha . language ih
which tho said appllentson in filed,

(1i1) declaratlon. made by the forelgn party and dated not more than three,
months before tho data of the filing of the said appllcatlnn, to thc eEfect that.
the foreign tttla has hot bacn declared null and vol&,

(iv) =& copy of the transiar of technolpgy contract, gnd

{¥+) where the copy of the foreign title shows, as owner, 2 person other thgn
the foreign party, evidence of the ownership of the said tikle,

- Section 205: Examination- Grant of Transfer of Tethnology Patents. Refusal

{1) ‘When the examination xctcr:ed te in Sectxon 17 shows that the application for
a transfer of tochnolegy patent satisfies the requirements of Sections 12, 14 and
16, tho Patent Office shall cxamine whether

{i) a foreign title has been granted for the invention uhi:h 1- the
subject of the said application,

(11) the requirements of Sections 201(2} and (3) and 204 are satizfied, and

(iii) thera nxints nny_ground for exclusion urdar Sections S or 202.1,

{2} when, or to the oxtent that, tho Patent office £1ﬁds that the raquircmenté
referred to in parag:aph 1{4) and (1i) are satisficd and that no ground for
exelusion referred to in paragraph [1)(;:1) exists, but not before the transfer

of technology ¢ontract is registered or is deemed to be registered under

Section 63(1) or {2), the transfer of technology patent shall be granted, Other-
wise, the Patent Office shall refuse the grant of a transfer of technology patent.

(3) Section 1BB(7). to (9) shall apply to transfer of technology patents.

sact;on 2061 change in the Parties or in the Name= of the Parties to the Transfer
of Tochnology Contract

Where sny party to the transfer of technology contract is substituted by another
person, or where there is a change in the name of any such party. and the contract
" thus ckanged 15 registered or is deemed to be registered under Section 63(1) or '
{2), the Patent Office shall rectify the names of the applicants for or owners of
the ttans:ef of technolegy patent so that they correspond to the names of the
parties to the transfer of technology contract thus registered or deemed to be

=3gistered. .

—_——ee

1) Examination as to the ground for exclusion referred to 1n Section zuz(litiiil
{working in the country) may in most cises bo possible only- when, undcr sectann
lvs (), &n oppc51tion ptoctdure is pxorided for.
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scctloh 2073 Duration of Transfer of Technology Patents
(1) Any transfer of technology: patent shall expire at the end of the fifth
year from the date.of filrh97bf‘thé'application for that patent.

(2)(a) On the joint reguest of., the owners of .the traﬁsfe: of technology patent
.made not more than six months, and rot less than one month, before its expiry
under paragraph (1), and on payment of a fee whose amount is fixed by the Rules,
the Patent Office shall prolong the duration of that ‘patent for a period of five
years, provilled that the said ‘owners prove, to tie satisfaction of thah Qffice,
either that the invention which it the subject of the said.patent is worked
within the meaning of Section 34(3) in the country at the date of the request

or that there are legitimate reasons Eor failure so to work the 1nventlon.'

(b} oOn the joint request o: the “owners of the transfer of technology patent
made not more than six nonths, and not less than one month, before its expiry
under aubparagraph {a), and on payment of a fee whoae amount is fixed by the
Rules, the Patent Oﬁiice shall, subject to the provisa of that aubparagraph,
prolong the duration of the said patent for a furthar period of five years.

{3} Sectiom 25(2} and (3} shall apply to transfér of'gechnélogy patents,

 Section 208: Nullitx of Tranéfer of Technolnﬁxlpatents
{}) On the request .of any person. including any competent authority, the Court
shall declare a transfer of technology patent null and void

{1) if a foreign title had. not been granted for the inventlon which is the
subject of the said patent, ' :

(11) if the requirements of Section 1, Sections 2 or 3 as modificd b;
Section 203(2), or Sections 4. 13, 201(2) or (3} or 204 were not sati= led,

{111} 41f there existed any grouna'for exclusion under Sections 5 or 202, or

(iv)y if the grant took place before the transfer ‘of technology contract was
registered or was deemed to be registered under Section 63i1) or (2)-

'(23‘ Sectiona 47(2} and 48 ghall apply to transfer of technology.patents-

Section 209: lLapse of Transfer of Technoloav Patents

(1) 'hny transfer of technology patent shall lapse

(1) . 1f and from the date on which the transfer of technology contract
ceases to'have effect or ceases t¢ be reglstered or to be deemed to he registered
under Section $3(1) or (2), or
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{1 sub]ect to paragraph {2), Af and from thc date on which products which
are made with the help ofrthc same ]invention as the invéntion whicﬁ is claimed
ln][tccknology as the.technolbgy which is the subject cof] the transfer of tech-
hology patent are imported from abroadd by or with the cahsent of both parties
to the transfer of technology contract or by or ‘with the consent of the domestic
party alone, unless the products so impcrted are merely models ox prototypca.

(2} The Minister oE‘Industryll may grant temporary and-limited exemotion from
the effect of paragraph (1} (ii} for the period and to the extent that manufacture
under the transfer of technology patent cannot satisfy the needs of the country.

{3} »Any person interested or any competent éuthority may, on furnishing the
necessary evidence, request the Patenﬁ'office to declare that the transfer of
techndlogy patent has lapsed for any of the reasons indicated in paragraph (l}.
Before making a declaration, the Patent Office sh#ll give to the interested
" parties an opportunity tb.be heard.  The detalls of the procedure are provided
in the Rules. I

(4} ' Any declaration vnder paragraph (3) shall be published in the Gazette of the

‘Patent Office as soon as possible and with reference to the applicahle provisions
of paragraph (1), :

Section 210: Importation by the Forelgn Party

{1y If products which are made with the help of the same [invention as the in~
vention which is claimed in) [technology as the technology which is the subject

of] the transfer of technology patent are imported from abroad by or with the con=
sent of the fdfeign party alone, the domestic party may, unless the products so
imp?rted are merely models br prototypes, institute legal proceedingé'to prevent
the continuation of the importation and for damages and any other sanctions
provided for in the Civil Law.

{2} 1If importation within the meaninq of paragraph {1) is 1mm1nent, the domestic
party may institute legal proceedings to prevent auch importation.

1} The authortiy - responsible for granting such excmption may be-a Govexnmant
authority other than the Ministcr of Industry.
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ANNEX A-TEN: TPOSSIBLE ADDENDUM ONVINDUSTRIAL DEVELOPNENT PATENTS
Contents’

Section 30)1: Right to the Grant of Industrial Development Patents
Section 3021 Special Grounds Excluding the Grant of Industrlal
Dovelopment Patents
" Section 303: Applicability of Certain Provisions of This Law to
Industrial Developmant Patents
Section 304: Applications for Industrial Development Patents
Scction 3051 Examination; Grant of Industrial Development Patents)
Refusal -
.Section 3061  Assignment ‘and Transfer of Indnstrial Development Patents
Section 307: Duration of 1ndustrial Development Patents
Section 308+ “Nullity 'of Industrial Development Patents
Section 309: Lapse of Industrial Development Patents .
Section 310t - Rights Dérived from Serious Prena:ntions With & Viaw
to Horking the Invention

Section 301: Right to'the Grant of Industrial Development Patents

[1} Where the development of any industrial sectﬁr'il‘paxticularly in the interest
of the economi¢ development of the ¢ountry, the Governmeny may, by decree,
designate such sector for the purpose of permitting, subject to paragraph (2} and
.Sections 302 to 305, the grant of industrial development patents for inventions
pertaining to technology uéaful for the development of such sector.

(2) Where a pat?ht [oxr an inventor's certificate][a certificate of utility or a
utility model} has been granted in a forelgn countrxy (hereinafter referred to as
"the foreign title™) -for an invention pertaining to technology useful for the
devélopmgnt of any industrial sector designated under paragraph (1), any person
having in the country an effective and serious industrial establishment egquipped
t6 work 1in such sector maj apply for and be granted an industrial development
_patent for the sald invention in respect of such séc:or.

Soction 302: Specilal Grounds Excluding the Grant o! Industrial Development

Patents

(1}, An invention may‘noﬁ be the subject of an indﬁstrlal development patent if,
before the date of the filing of the application for such patent,

- {4}  the foreign ‘title has been declared null and void,
. S - .
{11} & patent [an inventor's certii;cate} or an industrial development patent
granted in the country for the same invention has been declared null and void, or

(144} the'inventiqn'fs worked in the country within the mean1n§ of Section 34(3)
by a person other than the applicant, .

{2) ' Furthermore, an invention may not be the subject of an industrial development
patent 1f, on the date of the filing of the applicatien for such patent,

1) These wordn apply Lf Annex B applies,
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(1) & patent fan inventor's ccrtiticntc]l, or an industrial development
patent granted for the. same invention is in force in thé'countiy, or

(1) an application for a patent lan inventor’s certificate]ly'or another
applicatlion for an industrial development patent for the same invention is
pending ln the country. oo

Section 303: Applicability of Certain Provisiogg,ot This Law to Industrial
Develogment Patents '

{1} Sections 1 to 7, 11 to 14, 16, 17, 19 to 23, 27 to 32, 34 to 46, 49 to 82,
and 50 to 66, shall, subject to paragraphs {2) &na (3} and Sections 301, a0z
and 304 to 310, apply to industrial development patents.

(2) The conditions referrcd to in Séctions 2 and 3 shall, in respect of
industrial developneht patents, be required to 52 fulfilled at the date of the
filing of the application for the Iorelgn title or at the date of the p:iority
valldly claimed for that titla.

{3) The right of preclusién ‘provided for in Section 21 may be exercised only
in respect of acts done 1n an industrial sector designaéed under séction 30111}
for the development of which the technology to-which the invention pertains is
useful and in respect of which the industrial development patent 1s granted.

Section 304: Applications for Industriallnevelopmgnt Patents

i1 An application for an industrial development patent may he made at an} time’
after the expiration of a period of 12 months [.fand‘before the ekpirétion of a
period of 12 years,] from the priority date validly claimed in the application
for the foreign title or, :if no priority was claimed in the application for the
foreign title, from the date of the filing of that application.

{2) The application for an industrial development patent for an inventien shall
be accompanied by ’ )

{1} a copy of tha foreign title,

(11} 2 certified translation of the foreign title into the language in which
the, sald application is filed, ' '

{iii] a declaration} made by the applicant and dated not more than three
months before the date of the filing of the saild application, to the effect that
the foreign titie has not been declared null and void, and

{iv} a certificate of the Minister of Induatry 2 stnting that thu technoloqy
to which the invention pertains is useful for the developncnt of one or more indus-

trial sector or sectors dasignated under Section 301(1)) and specificd in the certi-

‘ficate, that the applicant has in the'countiy an effective and seriocus industrial

1) 'Those words apply if Annex B applies.

2) The authority responsible for issuing the certificate may be. a Government
authority other than the Minlster of Industry.
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. establishment: equipppd to work in such sector and that the exploitation of the
invention in the rauntry by the applicant is edonomically viable,

Scction 3051 -Examinatléng Grant_of Industrial Development Patents; Refugal

{1} When the examiﬁation Jxeferred to in Section 17 shows that the applicatlon for
an inddstrial development patent satisfies the requirements of Sections 12, 14 ana
16 the Patent Office shall examine whether

{1) thée reguirements of Sections 301{2) and 304 are satisfied, and
{ii) there exists any ground for exclusion under séctions 5 or 302, Y

{2) When, or to the extent that, the Patent Office finds that the requirements
referred to in paragraph (1) (1) are satiasfied and that no ground for exclusion
referred to in paragraph (1}(ii} exists, the industrial development patent shall
be granted in respect of the industrial sector or sectors specified in the certi-
ficate referred to in Section 304{2) (iv). Otherwise, the Patent Office ahull
‘refuss the grant o£ an industrial developmént patent.

.{Jf Section 1BB(7} to (é)'shall apply to industrial development patents.

.Section 306: Assignment snd Transfer of Industrial Develoément Patents

“(1)," An application for an industrial development patent and an industrial
development patent may not be assigned or transferred by succession, and

& license under such application or such patent.mgy not be granted, except-t&
& person qualifying undar Section 301(2) and having recelved in his own name
& certificate referred to in Sectlon 304 (2} (iv).

{2) Section 26{2) and (3) shall apply to industrial development patents.

Section 307t Duration of Industrial DBevelopmont Pateﬁgg

(1) Anf industrial development patent shall expire at the end of the fifth
vear from the date of filing of the application for that patent.

(2){a} On the request of the owner of the industrial development patent made
not more than six months, and not less than one month, hefore, its expiry under
paragraph (1), and on payment of a fee whose amount is flxad by the Rules, the
Patent Office shall prolong the duratlon of that patent for a period of five
years, provided that the said owner proves, to the satisfaction of that Office,

1) Examination as teo the ground for exclusion referred to in Sectiou 32(13(111)
‘{working in the country) may in most cases be possible only when, under
Scction 18B(8), an opposition procedure is provided for.
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either (hat the invention which ig the subjact of the sald patont is worked
within the meaning of Scction 34(3] fﬁ;the countyy at the dits of the reguest
or thot therc are legitimate reasons for failure S0 to work the inpvention.

(bf On the request of the owner of the industrial develogmcnf patent made
aot moro than six months, and not inss than one month, before its explry wnder
subparagraph {a), and on payment. of a fee whose amount is fixed by the Rules,
the Patent Office -shall, subject to the prov156 of that subparagraph, proleng the
duration of the said patent for a further perioé of five years.

{3} Section 25{2) and (3) shall apﬁiy to industrial dévelopmenh patents.

Sectjop 308: Nullity of Industrial Devélopmsnt Patonts

t1) On the request of aﬁy_persénr_ﬁnéiuaihg any’gﬁhpétent authority, the Court

shall declare an industrial developiént patent null and void-

_ 1) if the requirements of Section 1, Sectiqné 2 or 3 as modified by
Gection 303{(2), or Scctions 4, 13, 301(2} or-304 vere not satisfied, or

{41) 1f there existed any ground for exclusion under Sections § or 302,

(f) Sections 47(2) and 4B shall apply to industrial development pahents{

Eogtion 308: Lapse of Industrial Development Patents

(i) Subject to paragraph (2}, any industrial development patent shall lapse if
and from the date on which products which are made with the help of the same
{invention a8 the invention which 1s claimed in] [technology as the technology
which 1s the subject of} the industrial development patent are imported from
. abroad by or with the consent of the owner of that patent, unless the products
‘so imported are merely models or prototypes.

{2) ' Tre Minister of Industryl) may grant temporary and limited exemptlon from the
effect of paragraph (1) for the period and to the extent that manufac&yre under
the incustrial development patent cannot satlsfy the needs of the country.

(3) Any porsun interested or any competent authority may, on furnishing the
necessary evidence, request the Patent Office to declare that the industrial
development patent has lapsed for the reason indicated in paragraph (1).

- Before making a declaration, the Patent Office shall giva to the interested
parties an opportunity to be heard. fThe detalls of the procedure are provided
in the Rules, - ’

"1) Thc authority responsible for granting such exemption may be a Government
. outhority other than the Minister of Industry. :
N .
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{4) any declaration under paragraph {3) shall be puhlishcd in the Gazette of
the Patent Office as soon as‘possible. :

foction 310: Rights Derived from Serious Preparations Nith a View ta
workinq the Invention v

{1)  Any person who at the date of the filing of an application for an 1ndust:ia1

developaent patent had in good faith made serious preparations in his establishment

with a view to working, within the.meaning. of. Section 34(3}, .an invention which

is the same as the inVention claimed in that application, shall, despite the

grant of the industrial &Lvelopment patent “have the right to do, in respect

of the said invention, the acts mentioned n*Sechinn 21, provided that the sald acts
“-relate to products made 1n the ccuntry by the said person.

{2) The right referred to in paragraph (1) may not be transferred except as
part of the sald establishment. ’ B ’

. -{End of Document7 -




September'lo, 1974

Answer of Pacific Industrial. Property Association to
Questionnaire Concerning Special Types of Industrial
Property Facllitating the Acquisition. of Technology

(Annexed to WIPO Circulars 1905, 1906, 1907, 1908) -

The questionnaire on the above subject has been reviewed
~ and answers are given below. Howaver, before providing
.these answers, it seems advisable to comment on the general
subject of the "special types“ of industrial property which
are outlined in the introduction to the questionnaire, namely
the "Technology Transfer Patents" and’ the "Industrial
Development Patents.” “'_ ' " o

There appears to be & sééidhs’quésfiqﬁ &8 to the'neea
for'these new types of industrial'property rights and as %o
the advisability of further complicating the already complex
nature of industrial property rights. It is submitted that
serious consideration ‘should be given to attempting to revise.
present patent systems in such a manner as to remove inequities
-and to make these systems more fully responsive to the needs of
the developing countries, rather than attempting tc ‘enact new
'types of industrial property rights at thie time. .

The Technology Transfer Patent (TTP) would be granted
"jointly to the owner of a patent right in another country end
to a national of the country, if a five year agreement for
3exc1usive working of the subject matter had been reached by
the two.parties. There appears to be somezadvantage in a
.provision which would grant an inventor 1imitei:rights.in an}

country where he had not origlnally sought protection at an

3
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'aﬁprépfiafé time. *ﬁith proper safeguards this type of
"law:COuid beiof'varﬁe:but consideration should be given to
: achieving this obJective by approprilate révision of present
laws. | .
The ﬁropoSed’Industrial Development Patenﬁ (IDg)_is

statéd to be an .alternative to patenﬁs 6f 1mportatipn.\ It

is contemplated.that thé_IDP would be granted only when the
economic and financial viability of production had been
verified. ‘i§ 1; not glea? how tﬁis would be-done as a practical
matter, unless theré‘waa advaﬁce aséurance of some type of
protection.r In any caée, the IDP appears to contemplate
granting at leaat pértial_rights to a party which has made no
contribufion to the inventiﬁn. This fype of confiscation‘

would not seem to encourage research'either bj thoée already
doing it or by‘others not yet supporting a research program.

: .with'these comments in mind, and with the understahding_
that neither tﬂe TTf or IDP apﬁears to offer any distinct
advantages that could not be achieved without relatively
limited modirications of present laws, the followins answers
are provided:

I Questions COmmon to TTP and IDP

1. If the TTP or IDP is to replace the patent of
Importation, then it is only logical to base it on some-foreign'
right elther in the form of an issued patent or a peqding

gpplication on the same subject matter.
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2. Not applicéble;
3. (a) At least a foreign application should have

_been filed at the time IDP or TIP protection is

requested.

(b) (i) The grant of the domestic right should
require at 1easf Ehe existencé of a forelgn
appliéation on tﬁe_séme subjecf; _

(ii)rThe renewéi of the doﬁeétic right might -

be conditioned on the existenge‘of_granted ‘

corresponding‘forgign patent rights.'
(c¢) There is no reasoh to block the‘grént of the -
domestic right because éhe forelgn right has been:_ .
refused. This could be due tq.some peculiarity
" in the foreign pateﬁf law.
(d) It seems inadvisable to base the domestic patént
right:on the grant of the foreign right which follows
examihation for novelt&, utlility and inventive step. .
(e) (1) If the righﬁs in quéétion are to replace those
" given by a patent of imbortation, 1t would seem
reasonable to apply the same criteria as fgfrthe'

patent of importation.

(11) same as (1).
- (f) The duration of the démestic right should be
the same aé.that of a patent or'importation.
4. A reasonable period such as six to ten years should

be applied{
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5._j The period of six or ten years should prcbably run

from the date of ‘the. foreign application on the subject matter.'
6. Previous importation or products which would be

covered by the domestic right should not be an obstacle to the

grant of such a right if importation is by the holder of the

first forelign righte or by some agent of his. _

. 7.-‘ Not if application filedwhy holder of first foreign righta.
8._ Not unless made under conditions where the person in

question could not have known of the existence of the corres—

ponding foreign rights.l

9. Maximum duration of the domestic right should ‘be 15

to 20 yeare._

10. The domestic right should not lapse or be revoked but
.subject to compulsory license if not exploited by manufacture
in the country after a reaSOnable time.

11.: Not applicable. o .

‘12;‘ The domestic right should be. 1ess than that obtainable
-thrcugh issuance of a regular or classical patent. )

' 13- The right should permit exclusion of manufacture and
importation subJect to the grant of a compuleory licenee for
failure‘to uork within a soecified period.t. |
II 14, (a) Yes . o

(b) Yes (but the licensee ehould be the reciuient of
the right from the owner of the foreign right to apply
for such domestic right)

(¢) If a company is to obtain rights, it ehould
preferably be one having some capability in the -
field of the invention.
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15. (a) Certainly, if rights are to be granted ﬁndep.
' such a procedure, 1t should include the applicant
fdruor the owner of the foreign rights as applled for;
(b) It should not be the first to apply for domestie
 rights. T _ o '
16. No logipal way suggests. 1tself to limit the'field of
technology for such a right. L E 3
' 17. .(a) It geéﬁs impracfical to attemﬁt tb;apell.out
.in the law all-oflthe conditions_governing.the
.agreement betweeh the Joint app1icanté, '
(b) It would_seemladvisable;to:have some procedure
for supervision of the agreementg-between Jo;nt -
applicants by a government éuthority with the right
to appeal any d;sputed.questions‘to the courts.
18. (a) - The agfgement'should be for at least five years
~and prererably,longer,:..
{b) It is questionable that_tﬁe“national,do}nt ap-=
plicant should have access to the know-how of the
foreign joint applicant. Thiswmgy_include,infor-
mation that 15 of genefal value apart from the
particular Invention ip question.
19. Granting of licenses under the domestle right should
‘ be-dependent on the wrltten consent of the}owhgr of the roreign.

rights. -
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20,

(a) The duration of the domestic rights should

not depéna on the continuatlon in force of a working

'agreement between the original Joint applicants,

since it is possibie that interest wlll be 1ost'by

the domestlc party or arbitrafy steps_may'be taken

" that injure the rights.

21,

(b) The same consideration applies to new joint

- OWNners.

It seems,qﬁestionable to provide that one of the joint

applicants should‘obtain'a provisional right in the 1lnvention

pending the conclusion of a working égreementm

22,

23.

21,

Not épplicable.

_{a) ,No'comment.:

(b}  The name of the right seems unimboftant.

(a) Some prdvisions might be included to féqu;re'

a party applying for the domestic right'to'show some
legitimate interest. ' '

{b) - See (a).

(¢) No comment.

' 25. There seems to be no logical manner in which to limit

the fields of technology in which domestic rights will be availlable.

26." It would seem inad#isable to apply arbitrary ;1m1tatioﬁs

on which démegtic'rights-may be granted based on‘some'economic or

financlal considerations.
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27. If the domestic right is based on a foreign right,

: it'isrguestionable'that the -owner of the domestic right should

be able to exclude the owner of the foreign right.

28. Some reasonablé-compensation-for the invention should
P,

be arranged for the owner of the forelgn right.

29.

30.

3.

| 32.

FXM:DJR

(a) It 1s questionabie'that the owner of the
"doméstié right" should be permitted ﬁo grént_any.
1icenses. o AN h

(b) See (a).

(c) No comment. ' o ‘

(a) The némelia unihpoftgnt. 

{b) No comment. ‘ | |

{a) No such'Jépénegé pf q;S,J¥1ghps,_

(b). Nonef

'Ho information available.
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-EUROPEAN PaTENT CONVENTION AS VIEWED BY INDUSTRY
' ' ¥, ISEIT -
1. Foreword -
The Convention on the Grant of Eurcpéan Patents IEuroPean
patent Convention - Eurc 1) which was concluded in Munich in”

October 1973 and signed by 21 ‘countries ‘including the EC

countries appears.to give some decisive pointer to the trends

of,the patént.Systéms of the world which PCT has been changing

for the past several years.

The conc1u51o of ‘the European Patent Conventlon (Euro I)

in a sense makes us feel the p0551b111ty of changlng the

terrltorlal pr1n01p1es of patents whlch is “the ba31c prlnc1ple
under the Par1s Convéntlon. In the Eruopean Patent Conventlon
-WEuro II (Common Market Patent Conventlon - not yet 31gned), we
cannot help feellng a further ultra natlonal colorlng It is
surprising to note that the EuroPean Patent Conventlon was

concluded at such an exceptlonally high - speed prlor to the

coming into force of PCT and’ by nelghbourlng countrles héﬁing

“completely different patent systems such as West Germany, France
“and Graat«Britaih;. At{the same time, there seems to have been
consideration to other ééﬁntries such as Japannand_UéS.A{.behipd
what forced them to do 50. Their unity raises questioné'that“
we must consider as those of cur own,

2. Relation between Eurbpean Patents and National Patents under
Existing Law

] batents
- The European Patent Convention is a system in whicﬁﬂare

granted under single procedure and examination to be effective

in plural contracting states. ‘PCT provides for,sinéle procedure.
According to thé European Patent Conﬁention this singleness extends
to the level of éxamination, and the Common Market Patent Conveﬁtioﬂ
intends to advance this further to the grant of a single Common

Market patent-right. In other words, the Common Market Patent

'Conventzon 1s consmdered to aim at giving almost equal protectlon

in each contractlng state under a patent granted thereunder by way of

a 31ngle substahtive patent law. The abolishment of the existing’
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natlonal patent 1aws of the contractlng states, however, is not
lntended, and there are obvrously the followlng ‘methods of filing
applications 'in European countries.

(1) Filing in each state under the Paris Convention

(2) Flllng under PCT by de31gnat1ng a state member to the
- European Patent Convention

(3}, Filing ‘directly in a deSLQnated state’ under the European
Patent Convention

It is con51dered that patent rlghts acqulred through these

_dlfferent f111ng methods w1ll create materlal dlfferences that

may cuase practxcal problems. For lnstance, the questlon cf

double patentlng w111 arise 1f two seperate patents have heen 1ssued

on the same anentlon on the ba51s of appllcatlons flled reSpect-
ively, w1th clalm to prlorlty under the Parls Conventlﬂn in one
country, and under the European Patent Convent;on by designating
that country. ' .
Regardlnq the formatlon of double patentlng, the European
Patent Conventlon (Eurc I) states in Art. 139 {3) that any
Contractlng State may prescrlbe whether ‘and on what terms an 1nven-'
tion may be protected 51multaneously by both appllcatlons. ThlS
prov151on permits the p0551b111ty of format1on of double patentlng
to exlst.k But practlces regardxng th1$ sub]ect Thave not yet been
set up and there wrll probably be an event in the future in whlch
to take up thls matter. Regardlng a s1tuatlon in Whl"h an lnventlon

under a usual natlonal patent appllcatlon 1s 1dentlcal with' an

1nventlon under a Common Market patent appllcatlcn f11ed by the

same inventor or successor, there w111 be no problem in practlce

since -he preventlon of double patenting is sought by means of
prov1s1ons to ban 51mu1taneous protectlon by glVlng prlorlty over |
the Common Market patent. {Art. 77(1) - Common Market Patent

Conventlon)

3. Questlcns between PCT and European Patents-Common Market Patents

The relatlon among PCT, the European Patent Conventlon (Euro 1)

and the Common Market Patent Conventlon is of great 1mportance and

interest to Japanese applicants. Mwr. Francors Panel,_Secretary—

General of the AIPPI French Group, Made a detailed statement
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regardlng thls at the Internatlonal Symposluml— European Patent
'Conventlon {Euroc .I) and 1t seems almost certaln under the current
'51tuat10n that European countrles w1ll probably ratlfy PCT on‘the
condition of ratlfylng the European Patent Conventlon. Inathe )
abhove case, as far as an appllcatlon is filed under PCT, lt ‘will be
forced to be an Buropean -Patent Conventlon appllcatlon and if one
of the EC countries is des1gnated the applzcatlon w1ll be one
covering the nlne sates ‘under Art 3 of the European Patent
Convention. The supportlng prov1s;ons are seen 1n Art. 45 of PCT,
by which the natlonal law of a contract;ng state under the

European Patent_Conventron serves to automatlcally de51gnate a

BCT eppiioation originated'in a non-Contracting state to'be one
-under the European Patent Conventron. After‘all;-so 1ong as we
flle appllcatlons under PCT they will have to be under the _
European Patent Convention. Thus, in case where en application
is:desired.to be filed in a'specific European eounﬁry. adventagee
of relying upon PCT ere not con51dered to be greatly expectable_
as-sucb eppiication muet be’ flled elther under the Parls Conventlon. .

or directly under the European Patent Convent;on.

4. Relation between N0ve1ty of Invention and Prior Art
We must glVE con51deratlon te the relatlon between an 1nventlon
and the prlor art at the time of its Patent appllcatlon, and in

partlcular to the treatment of a s;tuatlon 1n whlch prlor art

technlc is dlsclosed in the speclflcatlon of an early f1
appllcatlon, and has not been made open to the publlc at the time
of flllng of a later applloatlon. ’ - ' "Q S i _
In partloular, Art. 54(3) of the European Patent Convention
prov1des that the content ‘of an early flled patent appllcatlon
which has not been dlsclosed at the time of a patent appllcatlon
ig considered as_oomprised in the state of the art. 1In addition,
the First applioetionkserving such state of art.avoid a later
appllcatlon regardless of whether the same lnventor or appllcant
is 1nvolved in both appllcatlons. This appears to be a severe

. ;-Z'

-/
provision to -applicant when we consider Art. ZQRof the Japanese
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Patert Law under which avoiding the 1aterﬂapplication in the above
. mentiocned 51tuat10n is not applled to an appllcatlﬂn 1nvolv1ng the
‘same inventor or applicant. Thus, in draftlng a specification, it
will be necessary for the apélicant to secure the invention through
sufficient study and not to make any uncovered part of the invention
to remain, . o
Further, Art. 54(2) of the Eurgpean Patent Canention provides

that "The state of the art shailAbe held to comprise everything
made available to the publlc by means of a.written or oral
desc*lptlon by use, or in ‘any. other’ way, before the date of f111ng
of the Buropean patent application.™. In other-wotds, what is

- made available'to the public either“officiaiiy or privately means.
a worldw;de publlc use regardless of whether it is made orally or-
“in writing and renders novelty .to be 1ese.- Thls is believed to
create severe problems depend:.ng upon the manner of -treatment to
be employed '

5. The Scope of Protéction and Claims

' The- scope of protectioh_oﬁ right to be acquired iﬂ each country
as a-result of applications filed in multiple countries regarding
one' invention is a matter of great cencerﬁ to the applicant.
According to.Art. 4=2 of the Parls Conventlon regarding the
principle of 1ndependence of patents, it is- natural that patent

trlghts granted in different countries are reSpecthely independent.
It is of a great-concern to us what 1nterpretatlon will be given to
the.scope oflright and what protection will be granted by each
contraetiﬁg state with respect to a European patent (Common
_eMarket patent inclusive)} grahted under the Eurepean Patent
Convention through common search and common examination with claims
?of'commonfeaéreaeion.
Regardiag wording of claims, Art. 69 of the European Patent
Convention provides that "The extent of the protection — Shall,
" be determined.by the terms of the claims.. Nevertheless, the

" description and drawings shall be used to interpret the claims,

It is furt ' . :
it her remarkeq in the Memorandup that "y should not be
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construed ‘that claims are merely indexes ana.the'scope of right is
determined (interpreted) by considering-the:specification and
diawings.“. . :

In spite of the above provisions, it'is-doubtful-to.what extént
uniform interpretation will be. had in practice in each. country
having different practice. It would be a delicate fequest;to‘
ask ‘for this in an early stage. '

According to the Buropean Patent Convehtion}xany-dispute';
respecting the Cohvention.will-be'judged by a'coﬁmon court, but:.: -
judgement on the pr@tection:of tight will-be made by a counrt of-. .

each COhtractihé-state; Thus, it -is believed that_principal‘
'differenaés-Wiil‘still-exist‘among'the_contracting;states'iegard-‘
-ing’ interpreation of the claims in a sPecifiEatibn of “exactly. .-

:identidal'deséription., Practices of many-yeafs neggrdin@lsuch'
intefprefation”would*not by any-pﬂssibility'bé-uniiied-with.ease.
‘A interéretétion of claims, for instance,nin West-Germanyfwould
not be direétly_applicable in éreat Britain éndﬂyicg‘vérsa,. When‘
'theiaifferénﬁes between these countfies_in terms of interpretation
of ¢laims‘are very roughlf compared; ciaims.ﬁre taken to- indicate.
the.outline.of“patent protection in West. Germany in a considerably
1ibéra1.attitude;uwhile as is well known, thé scope of pr&tection
is defined by claim language in Great Britaih..‘Then,-there arises
'a  considerable doubt at this stage - Can.a single patent right
granted‘unde:.the»EUropean-Patent Convention: be saigd, in.realiﬁy,
to be éfsingle pétent-iigh;.in:its_trﬁe meaning? -Especiallyiin
regérd tu'CﬁmmOH“Market,patents being~effectiveu¢n‘a-single 7
market, merits dérived from such. patents would be ;imited;without
having a~uniform-intErp£etation regarding the-écope-ofnprotecﬁiOﬁ-
According to Art. 32(Exhaustion-of Right under Common'Market Patént)
(1} of the Common Market Patent Convention, ‘after a pﬁtentée_haS_
placed a product protected under. the patent right on market iﬁ any-
one of the contracting states, the right under_the'Common Market
patent shall not extend to an act conducted in%?elation to such

product within the territories of the contracting -stated, If the
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) lost,
the unity of interpretation on patent right should be/unsorted

problems would be ¢aused in the application of the above provision.

6. Questlons regardlng Searches

The European Patent Convent10n5 will next. be . cons;dered in
connect;on with searches. Regarding the scope of  technical fields
“in which the Lnternatlonal search is to be conducted, Rule 33.2 ofi
BCT prov:des that “The 1nternat10nal search shall cover all those
technlcal f1elds, and shall be carrled out on the basis of all
'these search flles; whlch may contaln mater1a1 pertinent to the
lnventaon.".u Regardlng the polle of search, Rule 33.3 =(b)
_provxdes that "In 80" far ‘as poSSlble and reasonable, the inter-

. natlonal search-shall .cover the ‘eptire subject matter to which
'_the clalms are dlrected or to Whlch they might reasonably be-
.‘expected to be dlrected ‘after’ they have beén amended", and. thus
euggestS'that the search cover the technic covered not only by
the'eleims_but,aleo by.its peripheral subject matter.. In contrast,
undetlthe European.Petent Convention, the Search Division of the
-Eﬁrepean Patent dff;ce is requested, in Art. 92, to "draw ué the
European: search tepo;t'on the basis of the claims, with &ue_regetd
to the description-and any dtawings—-—". There are thus dertainr
differences.betweeh the two. Under PCT, search is eonducted on

the basie of the invention and with regard also to part releting
to the scope of the deseription in the specification. In contrast,
under the European Patent Convention, it can be interpreted that the
technie is observed slightly beyond the scbpe of the invention as
defined by the expression of the claims and that the search report
is made on such basis. It is thus felt that in an European

patent application filed through the PCT channel a slightly

larger amount of search material will be introduced than thet_in
lén application filed in a state member to the European Fatent
Convention. Since_judgement of novelty and inventive step is made
on thé abové basis, there seem to be points that must be paid

attention .in the manner of examination and practice.
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Committee # 4
T, Teshima

. GENERAL PROGRESS OF THE PROPOSED PIPA CONCILIATION SYSTEM

:tattesm:zznGtMr. President, and all Members:

: It is my pleasure and honor to serve as the chairman of the
: Cdmmittee IV in today's meeting, Firstly, before we open the
floor for today's discussion on the realization of our coneciliation

system and a draft of the Rules thefefor,'l would like to take some

time to review briefly a general progreés of “the propbséd Systém,

.The ideé to.establisﬂ a qonci1iati§n system sponsored.by PIPA has
Beén.lohg'cdntempla£ed; in fact, I Qés told th;t some membefs7including
Mh._Kalikaw.of General Electric Company and.ﬂr. Saotomé of_Mitsﬁbishi
Chemidal"Industries Limited e%pressed already in the first'Tokyo
ﬁéeting in 1§70, the idea_that a conciliatiOn system such led By“

PIPA be established for the settlement of disputes among privaﬁe'
coﬁpﬁnies.iﬁ the-fieid of intellectual proﬁérpy matters . - However,
the.said ideé was discussed as aﬁ offi?ial subject neither in the

séid Tokyo meeting nor in thé second Washington meeting in 1971.

In this Washington meeting, several: reports were presented by
Américan'members aﬁout'arbitration,;which is another method to
settle disputés. It was in the third Tokye meeting in 1972 that the
idea of PIPA conciliatidn system was officiaily‘submitted_to the
discussion.. In this meeting, Mr. Kaliﬁowrproposed "to study the ..
possibility of PIPA conciliation system as a method of settling
disﬁuﬁes'oveg licensing_matters-between U.S. and Japan, and also to .
:study what should be provided in the rules for such a conciliation

system", And béth American and Japanese members agreed to the

gpropOSal in the meeting. For the purpose of specializing in the study
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‘pf‘thevproposed métter, the independent Committee IV was éétablishéd '
out of the former Arbitration " and Mediation Subcommittee in Licensihg

Commitiee,

This Committee IV began with a fact- flndlng study of the dlsputes

over 1ndustrlal propeity r1ghts, know how and trade serets amongPIPA
members of U, S- and Japan In the fourth San Franc1sco meetlng both
Amerlcan and Japanese Committees reported the result of the said study
as fOllOWS‘ f I, The number of disputes over 1nfr1ngement and valldlty
of patent rights was the greatest. and the number of dlsputes over’
licensing matters'folldws. 2, Both mutual negotlatlon by dlsputlng
partles and lltlgﬂthn were most frequently taken up as a method of”
settling disputes,. 3, Theése two facts were commonly‘recognlzed by

both groups, "

A draft of the Ruleés for PIPA conciliationgsystem'was_preséntEd

to the said San-Francisco-meetinngor'the first time, ' This draft was
drawn up by the American‘Committee memberg including Cﬁairman Dr,
 Newman and then incorporated proposals made by the Japanese Committee.
. Up to the pfesent, both.UrS..énd Japahese-bommittees ﬁave coﬁtinuéd
the examination of-thé-said draft, Later in Today's_meeting,'Chairmén
Dr, Newman will introduce to you a revised draft of the“Ruleé based
"upon the results of thé exaﬁinat?§§§§%§gether'With the Regulations .
wﬁich_set forth detailed procedures for the aﬁplicatioh of the said
Rules, - You must remember that the followipg_resolutiOn was agreed
upen in- the said San Francisco meeting ! ¢owWward the realization of

PiPA conciliation syséem) after VigOPOﬁS'diSCUSSiOnS on the said draft
and the fact-finding study; that is to say, "Hereafter the Board of
Go#ernors(and the Committee IV of botﬁ groﬁps Qill continue diljgent'
discussions to bring the plan qf“PIPA conciliation system to its perfec-

tion along the lines of general ideas deliberated upen by this general




meeting ¥,

By-the way, although I have summerized the general progress of our
proposed conciliation System, let us now. spare some time to think

over the need bf‘oﬁr cbﬁciliatibn system, The result of both

American and Japanese factvfinding_Studies obviously shows that
there have been fairly frequent disputes in the fieild of intellectual

property matters. And it is worth of our notice that mutual

‘negotiatipnéby dﬁspuﬁing parﬁies themselves came to fair success

in a number of cases, besides that legal proceedings in the court
were often taken in many #ases}.

I% is also- a faci: that an arbi_traﬁion system has not often taken
up'aﬁ a methéd ;f_éettlement, and the reason for it is probably

that an arbitration ié not always held by arbitrators with expert
knowledge.-nqr is there a perfect guarantge,‘despite_finallf binding
force of the.aﬁards,.that apbitr?tops:hake a fair-examinatioﬂ with;
sufficient hearing from all thé,parties concerned,

While legal proceedings are mbre advantageous than arbitration in

this respect, legal proceedings are not satisfactory in'thg.eéonomy
of time and cost. The Principle of Public and Open Trial causes the

concefned parties to hesitate to bring to a court disputes on

-know-how or‘trade.secrets, Furthermore¢, in a legal-proéeeding,

an answer to a problem should be given either in "Yes" or " No',

which might be excessively conclusive for some cases.
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Taking'into_consideration allrthe facters described‘in:the éhove,
we have come to the conclusion that it is self-evident that settlement
of.bpoblems by concerned parties themselves is the most desirable

way- of settiing disputes. The conciliation system under our
' o experienced.

—

édntempléfion is purposed to be a system by whiqh experts in the
field.of intellectual property rights will offer to concerned
parties various suggestions and advices, and finally lead them

to a certain settlement(“without:wasting time and money heedlessiﬁ
and instead, with cbjective’ and constructive attitudes towards a .
sgttiement. 0f course, the parties are free to take subsequently
aﬁcther method of settlement, if a suggesﬁion offered by an arbitrator
cannot satisfy them. The lack of legally Einding force might

Be considered a default of conciliation; however, this fact never

means the lack of persuasiveness to the pértiés.

In due consideration of all the above; I am fully convinced that
'PIfA conciliation system would be most significant as én unﬁ‘
prece&dently unique system. Alfhough it ié quite unpredictable
t§ vwhat extent this system would be made use of, T would like to
qu;te to you a line from Faust, that.is to say. " Im Anfhng

war die Tat!"

By‘fhe way, aé vou may already know, this Committee IV is now
‘selecting'cbnqiliators.: The criteria of such selection are so set

up that as maﬁy people with various useful experiences can participate
in the system,rincluding retired managers of patent departments of

private companigs, retired judges. ex-officials of Patent Offices,
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attorneys at law, and,ﬁatent attorneys;

Any way, it is 11 up to the discussions today how to decide on
the proposed system of conciliation and how to oﬁerate such
system, In order to make our intention to this matter . clearer to

all membérs,vl would like to rgquést Dr. Newman to summarize the

Rules and Regulatiohs of the Conciiiation.

And then;, I am going to offer the resolution for a procedure of
adopting the Conciliation Rules and Rggﬁlations.

By both Japanese and American cﬁmmitﬁeeg:the recommended con-
_eiliators which are quite.imperativé to the function of t.he.jsystemj

are selected respectively and paneis will be shown to you at.the

time the above system will be made effective.

The above is all of my Opinion I have wanted to express as the chairman

of the Committee IV. Thank-&pu‘very much for your attention,
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PACIFIC INDUSTRIAL PROPERTY ASSOCIATION

Kyoto, October 31, 197l
Report of Pauline Newman, Chairman’ of
American Group Committee 4
We have come quite far since the original suggestion .

that PiPA night £i1l a role in the gonciliation area.

A survey of ﬁhe.&apanésé and Ame;ican memﬁérs of PIPA showed that:
very few had ever invoked existing coﬁciliatipn procedures,

while maﬁf membars expressed an interest in the PIPA conciliation
proposals then in'dfaft. '

The earlier draft proposals have beén iﬁpfovéd hpon‘
lcoqsiaerably over those previously aistributed.'thanks to careful
attention and rewriting by both the Japanése and Pmerican
Committees.h. We trust that the form sefére_you'ndw.is close.enough
to satisfactory, to allbw us to adopt it and see how it works

in practice.
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The‘bésié principles followed in preparihg these Rules

and .Regulations were these:

which

would

would

We wanted‘g.procedure that w;s éimple to invoké; yét
carried enéugh formélity that the‘partiés and the conciliator
know how to proceed.: -

We wanted a procedure that was non-binding,. and thus

encourage participation since it weuld not penalize'either

party if the dispute remained unsettledJ

We tried to protect-proprietary and confidential

information all around.

We set a role for PIPA whereby PIPA would help. the

cdnciliation get started, and then withdraw.

We decided that this procedure should be open to

non-members as well as membetrs of PIPA, both to avoid-any_

implication of collusion, and to give it the broadest pqssible'

value.

Chahges in the Rules reQuire action of this group
L) .

at a PIPR annual meeting, and thus the substance of this

arrangement is embodied-in the Rules.

Changes in the Regulétions can be made by the Board

of Governors, énd thus the Regulations contain lesser,

procedural items.
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Procedures foriamendmeﬁt of both the Rules and

Regulations are actually quite simple. We see this initial

period as one of trial, to test this proposal, fo‘see how it works,
and to'see if it fills a real need.
*_* * KK

The Rules may be summafizéd as follows:

. Article 1 requires that one party to the dispute he

a resident or national of Japan or the United States.

Article 2 imposes on PIPA the obligation of méintqining
a Panel of at least 10 possible conciliators, experts in various

aspécts of industrial property. But the parties need not seléctf

a member of this panel, if they agree on some other conciliator.

Arficle 3 sets out the method for invoking this procedure,

‘

‘merely by writiﬁ&-td the Secretary of'eithef the Japanese or

American Group. jlf_thé other ?érty to the dispute is not willing
tQ participaEe,Athat'sfthe end of it.
_Article 4 relates to selection of the conciliator,

e

with PIPA's help..

Article 5 states some simple ground rules for carrying out -

the conciliation, .in good faith and_diliggptly.

)

Article ﬁiaffirms the privacy of the proceedings,

including the identity of the participants.  Article 6(b) reflects
the desirability of reaching a bindihg agreement, if the parties

wish. -
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.against a party.

Article 7 suggests a 30N-day limit to the conciliation

" process, unlegs the pérties themselves want to 'extend it. It

further affirms that nothing said in the coufse of an unsuccessful
conciliation, fof example offers at compromiée; shall bé-used

Article 8 providés for a fee to covér ﬁIPAls'administratife
costs, gnd in'the.Regulations this is éet fér thé‘preéent:at $106;r
per party. All other costs, énd the conci}iator's.costé; are paié
by the parties. - B - - | |

Article g is a formal reference to the existence of

“supplemental Regulations.

Arficle.lo reiates to amendment of the Rules ana‘
Regulations. X

‘Article }1 setskresponsibiiity ﬁith the Board of
Governors, and réqﬁiresran annual report.

&he Appendix is a spggésted élguse for.incorporation
into contracts on.industrial préperty;

The Regulations provide somgrelaboratién to the Rules,.

and contair answers to some guestions which were raised during-

the drafting peried, such as what we mean by industrial (intellectual)

:property.'and whether this conciliation procedure is limited

to disputes on license agreements and chér contracts, or whether

‘they may also include matters such as patent infringement.
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The-Regulatiohs contain some a&ditiona; guidénce
on the composition ané seléétiqn of fhe Pénel of Conciliators
and the ﬁechaﬁicé of conciliation; Sﬁeéific recqgnition ig given
fo_language and translation aspects, withlground rules as to
wﬁo pays for what.

* X K % ¥

Both the Japanese and American Groups think we are_:gady
to. commence- this expefiment. -I.would like to ask this assemblage,
howgver, vhether there are any major oversights in this aocumenf.
May I theréfore, Mr. éhairman, open thé subject for d§squssiop:_

and questions:
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PROVISIONAL RESOLUTION

'RESOLVED, THAT THE PIPA ADOPT A CONCILIATION SYSTEM,
IN ACCORDANCE WITH THE RULES AND REGULATIONS PRESENTED

BY COMMITTEE 4 AND APPROVED, AT THE GENERAL MEETING OF

OCTOBER 31, 1974 (THE FIFTH INTERNATIONAL CONGRESS), AND
SAID SYSTEM TO BECOME EFFECTIVE ON RATIFICATION BY THE
JAPANESE AND AMERICAN GROUPS IN ACCORDANCE WITH THE

BYLAWS.

@
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No.4 Commiltze. S .30 septenber 17

PACIFIC INDUSTRIAL PROPERTY ASSOCIATION

Rules for Conciliation

Article 1. )

. The objectlve aof con0111at10n and the procedures.unerefcr
are to facilitate the settlement of disputes. relatlng to ;ntellectual
property matters, outside the ¢ourts. Conciliation shall be madew
available under the auspices of the Pacific-ihaustfiéll?ropegty:
Association (hereinafter PIPA) whenever at least one party to the

dlspute 15 a re31dent or natlonal of one of the countrles of PIPA

'Axtlcle 2. : .
‘ (a) PIPA shall maintain a Penel of at least ten persons
who shall have been approved by the Board of Governors, and whd
have stated their willingness to act as coneiliators, subject to

| availability at any givem time. ‘ ’ :

() The Panel of conciliators shall inciude experts in
industrial property from both member states of PIPA and from
" non-member states. Hbﬁever, at the request of the partiesﬂ a
conciliator for any particular dispute need not be selected from
this Panel but may be any expert in 1ntellectual property matters
approved by the Board of Governors.

{c) Admin;stration of these Rules andracdoﬁpanying
Regulations.shall be carried out by the Secretaries of the American
and Japanese Groups, Or by other persons designatgd by them and
approved by'thelPresident of the pertinent Group, which persons
shali hereafter be included. in the term "Secretafy“ for the
purposes of these Rulesland Regﬁlations.

(d} The Secretaries of the7American and. Japanese Groups
shall each mulntaln a2 current Flle of anproved conc111ators, thexr
quallflcatlons, fields of expertlse, fees, and any other avallable

pertinent information. : %
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Article 3. - _
{a) The application for initiation of the .conciliation
procedure shall be made in wfiting by either party or by‘both"
parties to the Secretary of either the American or the Japanese
Group, a5 appropriate, stating the general subject of the dispute.
Such Secretgry shall determine, subject to advice and consent
by the Board of Governors, whether the subject and character
of the:aispute falls within thesé Rules aﬁd Regulations ané'iﬁ
 subject to conciliation hereundér, and shall promptly sa.ndiify_
the applicant(s)elVTﬁe-applicant(é) shall make a written aeélafétion
that he(they) will subnit to conciliatibn in accordance with these
Rules, and that he(tbéy) wiii ﬁot commence any legal action until
this conciliation -is deemed to have failed:: _ .

{p} If only one party .applies for the conciliation
procedure, the apprbpriate Secretary shall pfomptly notify the
other party, requesting that it state, within thirty (30) days.

,whethef it agrees to submit to conciliation in accordance witﬁ-
these Rules. 7 . ' ) ':
l (c) If such other party rejects the PIPA conciliation
‘procedure or fails to reply to the Secretary's notification and’
request.1tﬁe'Secretaryrshall notify the applicant that the

conciliation procedure cannot be implemented.

Article 4.

If both parties have agreed to conciliation, the
o appropriaté Seecretary shall advise the parties of the Panel of"
possiblerconciliatd;s,iand shall use his best efforts to assist
the pafties-ih selecting an acceptable conciliator who is able
to aéf.aﬁif‘nbfsﬁéh conciliator is selected within forty-five (45)
'dajé.aiﬁérfﬁhé:éarties have agreed to conciliation (or such longer
timefas?mhﬁuglly;agreed), all proceediﬁgs undexr these'Rules are
.terﬁiﬁatéd;iiﬁniess tﬁe parties agree otherwise, there shall be-

one cﬁnciliafor selected.
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Article 5. _

(a) Following selection of the conciliator, ‘the
appropriaﬁe Secretary shall, in consuitation with the pérties,
and the conciliator, set a date.and J.cation for commencement
of conciliation, and for continuiqg'meetings-during Ehé.
conciliation brocedure. 'Representatives of the pértieé may
include counsel and shall include pérsoﬁs who are authorized
to act cn behalf of the parties.

. {b} The representatives of the ‘parties shail'meet
: togethér.with.the-conciiiator: and shall provide and exchange
-appropriate documentation to facilitate:Settleﬁent_of ‘the dispute,
with full and open discﬁssion'of.the issﬁé§ﬁ75uhjéct to any
confidentiality restrictidhs £g£eed-upon 5y the-pérties. Such
conciliation $hall proceed diligently, inclﬁdiﬁg éubséquent
meetings which may be held by mhtﬁal égreemeﬁt; and the parties
shall act in good faith to reach a éroﬁpt'énd acceptable conclusion.
Article 6.

{a) wThe conciliation procedure shall be private, and
all documentation, the proceedings, and results shall be maintained
in confidence by the participaﬁts, the coreiliator, and the Seérétary
‘and other PIPA officials and their designétéé. The conciliator
shall, promptly followihg conclusion of conciliation, destroy or
return all documentation and materials related to thé‘conciliation.
No report other than statistical shall be made by the conciliator
or by.£he Secretéry. and the parties will not be identified without
their consent. . ’

. (r) No proposed settlement shall be binding unless

adgréed to by the parties and contained in a signed written agreement.
"The conciliator shall be prepared to assist the parties in.feéching

a written agreement, which in such event shall be deemed part of

the conciliation process.
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(c)_ The conciliatorx shall notifylthe appropriate
Secretary of termination of conciliation, and shail,advisé
whether the partieé reached agreement.

(a) Upon termination‘of the conciliation, in order
to maintain‘ﬁhe confidentiality of the same, the appropriaté.
Secretary‘shall remove from his files.éll correspondence

involving the:participants._and immediately destroy the same.

Article T ) . o B

{a) If no agreement is reached wifhin thifty (30) days
after the commencement of meeting with the ¢onci}iator,\conciliation
under these Rules will be deemed to have failé&, and the conciliator
shall so notify the Secretary. This timé périod can be extended
by common consent. ' _

(b) - Upon failure of the attempt at conciliation, the
parties shall be free to act in agéordance with other available
procedures. _ } l '

{c) Neithef statements, proposals, offers of compromise,
nor any other aspect of a féilga éonciiiation procedure shall be
binding upon‘éithe; party, nor may they be introduced in any
subsequent prbcegdings{‘ ' '

Article 8. - . o . _

(a) A fee shall be paid to PIPA for the costs and
administration of such conciliation procedures, as set forth
in the Regulations. Such fee shall be due and payable when the -
application for'iniiiation of the conciliation procedure is made
in‘ﬁiiting by either or both parties to the }ertinent Secretary..

.This fee is not returnable, unless the Secretary determines that
the dispute is not subject to conciliation hereunder, as set forth
in article jia). in which event the fee shall be refunded at the
time the Secretary so notifies the aéplicant(s); The parties

.shall each bear their own additional expenses.

297.




(h) The conciliator is mot #n agent of PIPA. 'Any fees
or expenses of the conciliator shall be shared equally by the
" parties, and paid directly to the conciliater.
Article 9.
‘ ' ‘ Regulations shall be issued from.time to time for the

purpose of implementing and supplementing these Rules.

"Thesea Rules may be zmended by majorlty -vote taken, SBbjact
to prior notlce, ‘of those present and voting at any annual meetlng
of PIPA. The Regulatlons may he amended at any time by a ma;orlty

vote of the: Board of Governors.

‘Article 11. _

_ {a) The Board of Governors, through the Secretaries of
each national'ércup or sucnrcther person_or‘persons designated
for this purpose, is responsihle for administration of thesa
Rules and Regulations.

(b) The Secretarles or such other person or persons
designated for thls purpose shall report annually on the use
and their estimate of the value of this conciliation procedure
(withouf identifying participants) and shall recommend changes'

in the Rules and/or Regulatlcns as necessary.

******

_ Appendlx to Rules.’

' ‘ ~ The following clause nay be 1nccrporated in’ contracts

-pertalnlng to lndustrzal property'matters between Japanese and

'AmerLCan companies:

‘ - "Any dispute arising out of this contract whlch
the paftles are unable to settle between themselves
shall be suhmltted to ccnclllatlon ln accordance
wlthztha Rules for COHClllathn of the Paclflc
Industrial Property Asscciation, before any other

remedy is pursued."
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PACIFIC INDUSTRIAL PROPERTY ASSOCIATION

The following Regulations aré for the purpose of'implementiﬁg'”
and supplementing the Rules for Coﬁciliatiﬁn_of disputés on-
intellectﬁal property matters, and are to be applied in con-
junction therewith. o | l

. KEGULATIONS
1. Sﬁbject matter for PIPAlcdnéi;iatiﬁﬁ

Disputes involvings

a., Patents

b. Trademarks

" c. Copyright

d. Know-FRow
e. ?eéhﬁicgl information
f.. Trage secrets  |

Eﬁamples{

- ~@a.  License agreements

bﬂ_ Secrecy agreements

¢. Other contracts on the above ;ubject matter

d. Validiﬁy, interpretation, ana/cr:scope of paﬁents

e. Infringement matters

Kot included:
Conciliations in conflict with national legal considerations

affecting either party.




2. Panel of bonéiliators

'é.pnAn eventual panel of fifteen to twenty persons is

. coneiliators have been  selected and ha. gieed:to”

become members of the panel. o QW;:'

‘b, The Board of Governors shall be respoﬁsipleefor“the
selection of the Panel. Commlttee ] snall prov1de

the Board of Governors wlth a 115t of proposed Panel

members as they are initially aod fram time to ;1me

required.

c. The Panel <hall 1nclude experts, to the extent pOSSlble,

in the various aspects and technlcal flelds of 1ntellectual
property.
d. ' The Panel preferably shall comprise abouﬁQone;Ehird
' ‘Japanese experts, one—-third American experts, and’

. one-third from other countries, but this proportion

.shall not be blndlng upon the Board of Governors except

to the extent that the number of Japanese and Amerlcan

experts shall be substantially equal.

e. Upon the wfitten request of any PIPA memper‘or any other
* person having an interest in the_PIPA'conciliation
procedure, all pertinent 1nformatlon 1no1ud1ng a copy
of the Rules and Regulat;ons shall be prov1ded to such
person by the Secretary of either Group.

3. - Conciliation procedures.‘
a. Conciliation proceedings mdy be‘oomheneed.by'either party
to a aiepute upon notice to the other party in accordance’

with the Rules.




b.

A

In setting dates and locations for commencement and
.continuation of conciliation, the parties shall have
due'considexation for the convenience of each other

and of the coneciliator.

-To the extent possible, an adequate block of time shall

be set aside to permit conclusion of conciliation in

_ consecutive daily sessions.

The conciliator_is expected to conduct an orderly exchange,
while,maiﬂtaining the necessary informality of- this type ,
of procedure. The submission of oral and written ‘arguments

and objections shall be at the discretion of the conciliator.

Fees

The .fee paid to PYPA in é@cordance with Article 8(a)
.of the Rules shall be $100.00 per party, or such other

fee éé may be set by amendment of these Regulations.

Language

‘a.

b.

The conciliation procedure may be carxried out in any
language or languages selected by each party, with due
consideration to the ceonvenience of each other and

the conciliator.

When either party, requires for itself translafion or

"interpretation, such shall be at its own initiative

and - expense.
When the conciliator requires or requests translation
or interpretation in order to carry out hisxduties,:any

additional expense of such translation or interpretation

shall be shared equally by the parties to the conciliation.









