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October 15, 1975
Opening Address - B

by Takashi AOKI

President, Japanese Groupi

Honorary Chairﬁan, Mr. Presgident, ladies and gentlemen:

it is my real pleasure to make the opéning address
for the 6th Annual Congréss of the Pacific Industrial
Property Association.

It is quite significént to remark that,thanks to the
great efforts of the American‘ group this 6th PIPA énnual
cbngress)could marvellously be ogened tddéy here in Boston, 
a most historical place in the United States at a most ‘
historical moment when the celebration of the bicentennial
anniversary is starting.

This is especially so, when I remind you that before
thé October Congress was finally fixed there was some
deviation of opinion as to whether the Congress should be
held in October or in the next March and wﬁen you see from
the agenda of the Congress printed and delivered tb you that=
many interesting and impértant topics are presented opportunely
and timely by both the American and the Japarnese groups;- |

Thé Number of participants in this CongreSS.from the
Japanese side is twenty out of the total 66'ﬁember companies;
This is coméaratively small. You may understand, however,
the heavy economic recession now effecting Japanese industries

apparently makes it difficult to get more members to attend




this Congress. Nevertheless, I am of the firm confidence

that very frank and open discussions between US and Japanese

members can brlng about great success in the Congress.

Once agaln I relterate my deep apprecxatlon on behalf
oflthe'Japanese group to the American group, particularly
to the chairman and members of the Congress's Preparatory
Committee £or their wonderful job. r

Thank you.




and 31 in Kyoto.

- the ratification of the Japanese Group at the General Meeting

So, the amendments to the Constitution and By-Laws -

went into effect on July 24, 1974.

The Fifth International Congress was held with the;

new Constitution under the presidency of the Pre31dent of the

Japanese Group as the Association President on October 29, 3Q

As you will remember, the Kyoto Congress closed w1th
great success. One of the accomplishments was the d1scussion
and adoptlon of the Rules and Regulations for the proposed
PIPA Conciliation System. _

| Provisional Resolution for adopting the Conciliation
System and requiring ratification by the Japanese and Amerlcan
Groups in accordance with the By-Laws was approved by a maJority
of votes of the Kyoto Congress.

I am very happy to report that these Rules and
_Regulations for the PIPA Conciliation System went into effect;
by the ratification of the American Group of which we were |

informed by letter of Mr., Remsen dated February 10, 1975, and:

held on March 7, 1975,
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Now, I would liKe to refer to the activities of
PIPA directed to international problems,

In April 1974, PIPA received a letter from Dr. Bogsch ?
of W.I.P.0, relating to a questionnaire in comnection with the a
propesed typeé of industrial property, namely, "Technology
Transfer Patents" and "Industrial ﬁeveIOPmént_Pétents",‘which
were supposed to facilitate the aéquisition of technology by
developing countries, |

Presidents of the American Group and the Japaneée
Group caﬁe to the conclusion that this matter sﬁould be
referred to Committee #5 and that this Committee, by correspondence
between the American Group and the Japanese Group, should
formulate a proper response. |

This response was made By the deadline date of Septembén
15, 1974, to W.I.P.0. and reported and discusged at the Kyoto
Congress, | |

At the Kyoto Congresé, a proposal that we should send ?
a representative to W.I.P.0. meeting in Geneva with regard to
the new.types of industrial property; was apbroved. |

Dr. Kish of Merck & Co., Inc. attended the Meeting of ;

the Working Group on the Model Law of Develeoping Countries on




developing countries, and support by the industrialized countrigs

fnven£ion and Know-how which was held in Geneva on November
25 to 29,71974, as an observer representing PIPA.

| We learned from his report that the leadership of
W.i.P.O. regarding.the problems of the new model law and

technologf transfer was firmly resisted by the pressures of thél

was definitely needed to counterbalance the pressures exerted
upon W.I1.P.0. by ﬁhe developing cduntries.

In Octobef 1974, PIPA was invited by.W.I.P;O; to attend
the meeting of tﬁe Committee of Ekpefts on the Deposit of :
Microorganism for the Purposes of Patent Procedure as an
observer. Such meeting was held on April 22, 1975, Unfortunaéély
PIPA could not send a representative, but Mr, Jerry Behan of ;
Merck & Co., Ine, attended that.meeting as a representative of;
the United Stateé. Mr. Behan kindly sent us a report of the ﬁ
meeting, so that we could be informed as to whét transpired atf
such meeting. T would like to ﬁake this opportunity to express
my heérty thanks to Mr. Behan for his effort, | :

Now we meet together here iﬁ Bostoﬁn We have, on the
agenda of this_meeting, many important items., Two or three of€

the itemsiare directed to the study having its origin in Geneva




International Meetings and many of them are directed to the
revisions of the U, §. and Japanese laws énd licensing policies.
These items show that interests of the members of -

PIPA are directed not only to the mutual understénding.of the
systems and customs in both countries ‘but to solutions of the
international problems and cooﬁération on an iﬁtérnatiﬁhal scaie.

‘1 believe T can say that PIPA'has bréught man&'fruitful
results during the last five years. I sincerely hope-for furtﬁer
progress in this Congress; L R

Thank you very much for your kind attention.




Reynole Address, President, PIPA~Mr, H, Levine

.Once again it is my distinct ﬁleasure and honor to
welcome you at the opening ceremonies of this 1975 PIPA
Congress. As I listened to Mr.:Suzuki giving us his report
on the 1974 activities, I could not help but think abouti:
the wonderful progress méde by PIPA over the years.

The pépers presented in Kyoto last year were in depth
treatments of very complex and impoftant subjects and

reflected much careful and detailed preparation. In

'éddition)these presentations were directed to very meaning-

ful and timely topics with a very high quality treatment
for both the Japanese and the American presenters.
Certainly one of the historical and original aims

of this organization, namely, the exchange of information,

"was indeed well achieved at the 1974 Kyoto Congress.

The objectives of an informal exchange of views and en-
hancing oﬁr mutual fellowship and understanding also
were well served at our Fifth International Congress
in Kyoto as it has been at our past Congresses.

As we meet here in Boston in this historic Bicentennial
Year we find ourselves in the midst of dramatic changes,
which are taking place in the international arenas, where

we compete with others in the world market places. The

world of inddstrial'property protection is being reshaped

and I believe that this organization can and should make

a contribution andfpdrticipate‘in this reshaping. 'Yesterday




at the Board of .Governors Meeting a great deal of discussion
was spent on the need for additional vital action progréms.
The Board of Governors discussed the pbssibility of creating
a new committee called an "Action Committee", and as.we
discussed this further we decided that we already had an
"Action Committee“ and it was called the Board of Governocrs.
We should add to our past succeasés and sée'to it that

we increase our contributions.oﬁ the world scene by making
our views known and helping reshape some of these émerg-
'ing changes. For example, in addition to the changes

in the United States and Japanese patent laws there are

several treaties and conventions in a state of transition.
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'_Conduct considerations for the Model Law for Developing
Countries which we will be hearing about durin§ this
Congress. As many of you know, meetings are scheduled
in November and December of this year in Géneva to considér
these impértant changes which can impact the industrial
property world in which we ail live and do business,
We must consider the possibility of havingrPIPA rep-
resentatives, who will express the glear position of
PIPA on these important matters, at these meetings.

Your Board of Governcors has express the view that
we must develop actions and positicns to be taken by
PIPA's various committees so that we can more fully reali#e.
the contributiOandteﬁtial and clout of this organization.

This is not to say that we have not had actions and




important: achievements in the past.  One that comes easily
to mind was already discussed by earlier speakers, that is,
the achievements made by Committee #4_undef'the able and
hard working steeardship of Dr. Newman and Mr. Teshima

in ‘developing conciliation procedures..

I believe that the 1975-1976 PIPA year will be an
; important and dramatic year for change and PIPA can make
vital and meaningful contributions and we should do so

Selectively to help change and to help shape these changes

which will affect all of us,

-Thank you.
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Harold Levine ~ Introduction of Dr. Wiesner

"My next chore is a very pleasant one, énd that is to
introduce to you our guest spéaker who is the honorary
chairman of this Sixth International PIPA Congress. He is
Dr. Jerome Burke Wiesner.

In July, 1974, Dr. Wiesngr took office as the‘thirteen;h
President of the Massachusetts Institute of Technology. Pribr
to his election as the President of this Insiitute,

Dr. Wiesner had been a member of the faculty at MIT for .’
25 years. He is a former dean of the MIT School‘of.8cienceg

Dr. Wiesner has distinguished himself in many, many
fieldé and I°11 wention but a few of thém. From 1961-1954
Dr. Wiesner was the Science Advisor to the late President
Kennedy and then for a brief time after that to his'sudcessor,
President Lyndon Johnson.

As a public official and as a private citizen, Dr.
Wiesner has participated in the shaping of national policieﬁ
and programs relating to science and technology. Of special
interest to this organization is that fbr many years he
has been a frequent advocate of international negotiations
1ooking toward effective controls and limitations in
nuclear armaments as a deterent to nuclear war.

In the technological arena, Dr, Wiesher is récognized
as an authcrify oﬁ microwave theory, coﬁmuniéations science

and engineering and radio and radar vropagation phenomena,




‘Engineering.

~the Acoustical and Record Laboratory of the Library of

During the second World War he was a leader of the de-

velopment of radar and later he was one of the principals
in the conception of radio transmission by scatter techniques
for the earth's ionospheie.

Dr. Wiesner was born in Detroit, Michigan. He was
educated at the University of Michigan where he received a
Bachelor of Science Degree in E;ectrical Engineering.
Later on he received a Master's Degree in Electrical Engineerii_zg

and .still later a Doctor of Philosophy Degree in Electrical
In 1940 Dr. Weisner was appointéd Chief Engineer for

Congresé in Washington. In 1942, shortly after the béginning
of World War II, Dr. Wiesner was on the research staff at
the MIT's newly formed radiation laboratory. After the war,
Dr. Wiesnsr joined_the staff of the University of California'#f%
Los Alamos, New Mexico, Labo:atory:

| In 1946, he returned to MIT as an Assistant Professor
of Electrical Engineering. Dr, Wiesner has held the faculty
title of Institute Professor since 1962. This is MIT's
highest faculty rank, From 1952-1961 Dr. Wiesner was a
director of MIT's research laboratories of electronics.
His work and ;eadership in technical areas, particularly
in the field of microwave theory, communications,
science énd scatter transmission techniques'have helped make
MIT one of the leading electronic research centers in the

w6rld.'_
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As I mentioned earlier, he has béen a frequent advisor

to various agencies in the Government including the President's

Science Adviéor. It might be of inte#est to this group to
note that Dr. Wiesner first became associated with the so—calléd
"Pugwash" group of scientists, who's activities have been -
direétéd toward improving communications and relations
between intellectual leaders in~gommuﬁist block nafions and
those of the rest of the world. The JPugwashF group has
become .famous to us in another context ﬁhich we'll be hearing
more about during this conference.

Dr. Wiesner was appointed the Senior Academic Officer
of MIT ét the time Howard Johnson was installed as the
twelfth éresident of the University. Dr. Wiesner suéceeded
to the Presidency as the thirteénth president of this famous
institution. Dr, Wiesner has also heen active in the pro-
fessional journals and I have a list here of his many |
publications., It is indeed a pleasureito welcome Dr.

Wiesner here this morning and its my honor and privilege

to introduce him to you.




Guest Speaker-Honorary Chairman, Dr. Jerome B. Wiesner,

President Massachusetts Institute of Technology

I hope my talk sir, will be as long as that introduction!
I don't know whether you have comparable superstitions
in Japanese tradifion but in our country being the thirteenth
of anything is supposed to be unluCky.z Since I'm sort of a
casual person it was only after I beca@e the'President of
MIT that I discovered that I was the fhiiteenth President
or I'm not sure I would have accepted the job.

I'm very pleased to have the honor and privilege of

.addressing this group, although I've'yét to understand what
level ef expertise, regarding patents oY interpational property
qualifies me to speak to you. As I puzzled about what I
shduld say that would have some relevance, I fiﬁally decided
than nothing I could say woﬁld have reievance and would only
expose my ignorance.

The only time I ever had anything to do with patents
was when I was Science Advisor and tried to negotiate some
patent agreements Qith the Soviet Union. Those:negoﬁiations
.were a dismal failure. i'm not sure whether we now have
patenf agreements, do we? With the Soviet Union? In any
event I learned a lot about the Soviet Union in the'proceés.

Since I have had many many experiences with international

scientific activities, I will talk about those today and
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try to relate them to your particular interests althoﬁgh-‘
I think-your better'qualified to do that than I am.
I particularly appreciate this bpportunity to talk to

this group for a variety of reasons. It may come as a

surprise to you to know that the first overseas student
at MIT was a Japanese who came a great many years ago in the

19th Century, and, it is still true, I suspect, that the

largest number of overseas students is probably Japanese.
Whenever one of us visits Jépan we get a royal welcome
from our Alumni. In fact, we hate to leave and come home. . .

In 1%64 I had the privilege of visiting Tokyo to in-

augurate the U.S./Japan Scientific Cooperation Program which
I had helped plan., I have followed it with .interest and am
pleased@ tc see that it has been one of the models of success

of international scientific cooperation because to cooperate

successfully both sides must-have_some competance and in this:

program both sides have that competence.

T don't suppose I need to remind this group that science’
and techneology have both been a blessing and a problem for -
mankind. . If it didn't have problems:you wouldn't earn a

living. But if your problems were the most serious problems

we would be pretty fortunate. Science and technology have
freed us from dependence on our muscle power and on our
own unaided brain power. It has given us enormous scope,

enormous speed and enormous capabilities to bend nature to




to our purposes. It ﬁas given us new materials, new fibers,
and new pfocesses whiﬁh are involved in the every day'busineés
of your firms and of my institution. .

One of my predecessors at MIT, a very famous scientist,
calléd science "The Endless Frontier"™ and it certainly is
that. We all know that every good scientist or good ‘engineer
who works uncovers'more questions than answers in a given
day and more opportunities than solutions.

Among the many things that science and technology have
done for all nations, at least for nations like yours and
ours, who have been able to successfully put it to.work,

is to put a premium on collaboration for the search for knowledge

the search for efficiency, the search for specialization and

the search for better ways of doing things. This premium is
great. enough to overcome and frequently does overcome the
barriers of strangeness which can be set up betﬁeen peoples;
namely, the barriers of language, cultﬁre, and distance of
different lands. An example of the close relationships. that

have grown up technically, industrially and economically,

‘are those between Japanese people and Japanese industries

and American people and American industries.
It was mentioned earlier fhat I had been a participant

in the earl? Pugwash meetings. When I joined the Pugwash

-16-




group, it wasn't fery popular in the U;S. - it gtill isn't?
I'm not sure that it was in the Soviet Union either and at
that time in 1957 when it bedan there was very little communicafion
between the groups either formally or infofmally in tﬁe Soviet
Union and the United States. There was really a very serious
crisis and the Cold War was very inten#e. But we found that
because we respected each other in terms of sclentific work,
and we knew what each of uslhad done, we were at least willing
to listen to the nonsense that the other fellow was willing

to talk about regarding international arﬁament problems. Many
of us on both sides were experts on military technology. I
had spent 15 years or so working on air defense and radars

and ballistic missiles and the Soviet counterparts had done
"the same thing. As a matter of fact, f had to have the
permission of the United States Governﬁent to parti&ipate.

I had asked a man who was a special ésﬁ;stant to President

~ Eisenhower whether it was all right for me to participate in
this strange cohference to which I'd been invited. The
President's response was that he thought it was probably éll
right because if anything went wrong they could always disown me}
With that blessing, I attended the conference and we found

that we did have a commen ground. I think that the Pugwash

grouprsucceeded in bringing more formal groupstogether to

discuss some of the problems.

I wouldn't claim that there is all light and understanding




between the Soviet Onion and the United States with regard
to arms or liberty or a whole variety of other matters.

In fact, the arms race in some sense still goes on. The
interesting thing about the arms race is the thing that
doesn't exist any more, anybody's fear of it, if you can
explain thét. The discussions, understandings and knpwledge
of what goes on by both sides is sufficient to make people
recognize the devastation and danéer however, they als§ know
enough about what each side is doing to fecongize that it's
very unlikely that either side could attack successfully.
I'm sure most of you can recall the period in the late 40's
and early 50's when people in the United States genuinely

lived with the fear that we had to face a knock-out surprise

attack and I really believg that the Soviet leaders lived
with the same fear. This condition generated what ﬁe pro-
fessionally call, a_“positive feedback" system.’ We both
took steps to protect ourselves which_made the situation
increasingly dangerous. We both set uﬁ very quick response
systems so that we could respond very rapidly. This made
‘the dangerof an accidental war very great. All of these
things have been eliminated. ) |
I could outline many other areas in which science

speaks the universal language and has been instrumental in

geherating trust among people. But science, as I said

earlier, has also caused a number of very serious problems
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which we all must contend with and which in some inescapable
way we all remain a part, you and we as individuals and
members of bigger organizations and parts of countries.

We have created an independent world in which ﬁhat's
done in one place affects, whether we like it or not, other
people all over the globe, either by what we lead them to
do or by what we do.. Bow to deql with the large problenms

generated by this interdependence is one of our major tasks.

In fact, I regard it as a major task of the next decade or two.

How to deal with these large system p;oblems caused by the
scale of science and technolegy, the groﬁth of these inter-
dependent systemsand the ability to still maintain the quality
of our lives both of us I think means means certain essential
things. It means freedoms, and a private enterprise system |
which I think, and I'll explaih why, is essential for doing
this. | o |

What are these great problems? Well I've already
mentioned the arms race., I think it remains a major threat.
In some sense it géts worse because as more and more nations
build nuclear power plénts, they acquire at least the raw
materials.for building nuclear weapons and'there is inherent
in all this the danger of a greater dimension to the arms
race.

Each passing yéar we learn that a'major nuclear war
would have additional effects'that we hadn't realized earlier{

We know, of course, that a major nuclear war would wipe out




véry large numbers of people. Only recently the National
Academy of Science published a r?port which said it is
-nﬁt certain that the human race would disappéar if all the
nuclear weapons that presently exist were detonated but you
can't be sure that the lbng terﬁ effect wouldﬁ't‘be that disast{
Now that's a major escalation of the threat that we had believeﬁ
was inherent in a nuclear exchange. For example, in an exchang;
between the Soviet Union and thé United States, we have |
always believed that tens or huﬁdreds of millions of people
would be killed but that the major damage would be restribtedif
+0 the nations involved. It's ﬁow obvious that there would ;
be a combination of the short térm éroblems caused by fallout
and the long term problems caused by radicactivity. People
now believé £he‘méjor impact woﬁld be caused by'damagéd to the%
ozone layer of the atmosphere wﬁich would increase the in- :
tensity of ulfraviolet light. on: the eérth. This breakdown
would greatly incfease the riskéof the survivors so that the
total effects of a nuclear war;?horrihle, unthinkable as they
were before, are scaled even larger. . Thus, the importance ofl
making sure thaﬁ such a war canft occur becomes even greater
~ the importance of stopping, in other words, the arms race:'
and getting rid of those weapons becomes ever more important.
The population explosion, poverty and the problems of .
the poorer countries, that's alieady been mentioned, and I

won't go into it, the problems and side effects of technologyfa




disasterg

particularly the pelution problems, I think are technical
pfoblemé which we all should be aﬁle to‘deél with. It's a
question of planning, right? Doing the right research. ‘
Another problem is that of resouﬁce shbrtages, particularl§
energy shortages. I bélieve this problem is manageable, |
I've studied this area a good deal over the last decade when
I was the President's Science'AAVisor. I had a major study.
of energy in which we concluded that it was possible to
provide all the energy needs of a growing and more proSperous.
world in spite of the t&amas that we and you have live through ;
in the past two or three years, I helieve we can develop .
a world resource system that's éuite.capable of providing us
with all the energy and other materials we need,rprovided,
and this is a big proviso, we're capable of organizing our-
selves to take advantage of the other energy sources, includingi
nuclear enetgy and coal, and proper forms of exploration
to find existing reserves and proper kinds of comservation
neasures are adopfed. | _
There is another very interesting problem which I think
is a real, but not an overvhelming problem today, but which
becomes an increasing problem each year. That problem is how
to deal with what I would call a collapse 6f our large systemsff
Once, when I was in high school or college I worked for a :
power company. That power company had an old fashioned direct
current system in the center of its supply area in the old
part of the city, which was comprised of a series of storage

batteries designed to prevent the system from losing load.




Somehow these storage batteries were taken out of service
because they hadn't been usedgin 15 or 20 years and people

concluded that they'd never use them again. One day some-

thing happened and the various AC to DC converters that wereé
sﬁpplying this grid dropped tﬁe load and it took them days |
to go around to cut this system apart so that they could
bring it back up a piece at a time. I think there's a
lesson in thaf. I think thatsour society could get so
complex that we could have a éituation like the big East
Coast energy shortage but on a iarger scale, energy failure,ﬁ
power failure, etc. that cpulé so totally paralyze the syste@
for so long that food supplieé might run down, energy suppliés
might run down and the ways in which you would transport thmi
couldn't get started again. éou would end up with what mighf
have started as a minor failuée somewhere which turns into :
a major catastrophe with hundreds or thousands of tens of
thousands of people literallyéfreezing if it was in the
winter time or starving to deéth. This may sound pre-
poster6ﬁ$ bﬁt I'don't think that one can demonstrate at
wha£ stage our systems will gét to be-that ﬁnmanageable until?
after it happens unless you reglly think about it and I think?
that's true. |
We'ré seeing it in our economic system right now. When ;
I was the President's Science édvisor there was a phrase |
that the economists on the Council of Economic Advisor's
used to use that upset me very much because I thought they

didn't know what they were talking about. They used to
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talk about “fine tuning® the economy, do you remembér that
phrase? I just didn't believe they had enough knowledge

about this elaborate feedbafk system for fine tuning., They

were just lucky that the thing was going the way they wanted

it to go and that they were being fine tuned. Now we see

that the world economic system is not adequate to deal with
the complex industrial sociéfy that we've created. I think
its so that the economists have'a better understanding than
the ﬁractitioneré are willing to put to work, at least in
this country, and I sﬁspect its true in countries that I
know very well such as England.

I wouldn't want to make a statemenf about Japan because
the politcal forces and the economic good senserare ofteh
in contradiction, that is, the problem is that political
forces need short time solutions and the economic probiems
usually have longer time constants. In fact, fhis will
turn out to be the major problem for all of these large
system problems.

In all of this I have a pﬁospective which comes from
my backgfound in communications, learning and computation.
I regard science, technology, industry,'business and the

government when they are working properly, as parts of the

great big learning machine. We are trying to figure out how tq

better satisfy the wants of ocur citizens. The learning machiné

has to be a machine with feedback so you can tell whether you're

doing something right or wrong. Societies have to have




certain pieces of feedback.
In our kind of society, in which we have a great deal

of diversity, and, when I say our kind of society I mean

both the Japanese and the American éocieties, although I
realize that there.are vast differences as well as‘shmilarities'
we do depend on individuoal initiative. We depénd on private
oréanizations and we have a profit measure which is a feedback
signal in that part of the system andiqne can complain about
it. It is an abstraction which takes all the possible things
that can go right and wrong and:puts ﬁhem on 2 single line to
measure the guality of the service, the quality of the sales
effort-and the éfficiency of productiqn. Everything you
think about gets abstracted into what is a very small differ-
ence between two very large numbers called earﬁings. If

its negative for very long that feedback message gets pretty
loud and somethings done about it. ff correqtive actions
aren't taken that particular unit tends to disappear from the
society. That's kind of an extréme corrective step, usually
_things respohd before that. |

The same thing holds true of private organizations.  If

my.univérsity depends on private donors, incidentally; I
think this is a very impdrtant.part of the Amer:_'.can social
system which doesn't exist anywhere else and I think is

an important thing for those of you who come from other
- countries to think about. |
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Japan has some private universities but they afg not
as important and dominant in the education sense as ours.
Also, some of our institutions have to be responsive to a
particular group in the society.or they won't be supported.
This means that we have to think about what the needs,
interests and arguments are. We may not always agree and
the donors>may.not always aqxee but everyone tends to under-

-

stand that different institutions like mine are regarded as

being the cutting edge of the intellectual life of society or
the radical end of the soéiety, depending oh whether you 1like
or don't like what they're doing. But nonetheless, there

has to be some group in the society which respects and wants

whats going on in such an institution for it to exist., The

same thing is true of hospitals and other units. These
institutions are driven to perform by some set of standards
and to compete with each other., All private universities
in this country do compete. _

We judge our performance against Harvard, Yale, Princeton,

and Stanford, California Institute of Technology and so on.

Whereas, if we were funded centrally, as most European

wniversities are, we would have much less interest in close

relationships with various private groups. This diversity

exists all through our society and we have élways believed
that this was an important element. Because diversity
seems to be good and we can't make too big a single mistake,

I think it's important as seen from theoretical grounds.




If you'd accept . my premise that this is a learning system, then

a learning system wants to have several important features.

It wants to do a lot of experiments in parallel. It wants

to, in other words, try a lot of thingé. It wants to have.
sensitive feedback so it can detec£ errors. It_doesn't want
the mistakes to get too big and that's where I think govern-

ment fails in many ways.

Government‘haslvery poor feedback mechanisms. If the

government runs many parts of your society, your vote has

to be aggregated on how yvou feel about all of those things,
the managemeht of the economy, the national defense, the educatio
systems, the telephone system, you namg it. You can dis-

like one very strongly and still support the dovernmont and

units here you have a much more sensitive feedback.

I think ité generally true that.,governments tend to make
fewer but very big mistakes and I think the reason is obvious.
Thé feeaback chain is very long so that time constants are

very long. Also government is very insensitive to error

because there are so many pressures. _

I think it is very important to keép in mind that which
T mentioned earlier, namely, that in the past 25 or 30 years
the scale of everything in our world has grown and with
size the time constants have grown. The energy systems
for example, from one form to another will take billions and

billions, 30, 40, 50 100 billion dollars a year for 20 years
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or 30 years to go from present heavy dominance on oil to
dependance on nuclear power or coal or sométhing else. You
can't short circuit this time element because you can't spend.
the entire Gross National Product on building Uup a new power
industry. In fact, there's obviously a point at which you
would be spending more energy to bq}ld the energy system than’
you have available and so there is a time constant.

I'm not quite sure what it is in this system, but its

clearly very long and therefore means that we have to be able
to be sensitive on these time scales. This poses for us the
problem of how to be more sensitive about those things where

governments should take the lead.

‘here are people who say "Well, Lhi# ig pretty well
established, all you have to do is fun a socilalist kind of
state like the Soviet Union or the Chinese". I have puzzled
about that a good bit and think I understand that problem
and why it isn't really a solution for us or for you. The
Soviet Union and the Chinese are playing "technological
catch—-up™ in which they're trying to buiié up industrial
capacity.‘-They still are trying to build their chemical

industry, their automcobile industry, their power industries

and their most important goal is to build,ué more of traditipnal
kings of things. We, on the other hand, are at a different
stage, and as technelogical leaders, I think our problem is

, much more difficult. We have to anticipate what the next
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‘of anticipating ocur needs and of having some assessment of

kit

cycle or the next Stagé ought to be. This calls for ways

what the consaqueﬁces of various stages of steps, alternate
steps, will be. I don't think a real planning allocation
process can function because you can't really predict for

sure what you're going to need five or ten or fifteen years

from now, so you can't really predict what it is your're going
to want or want to be doing 10, 15 or 20 years from now.
1f you make the decision today that you know what you will

want to do 20 years  from now in the full sweep of your

society, you'li:have a maximum of options. But if you try to
make the decisions for the future and try to_fbrce the direction
cf veﬁ: soclety no matter how éhings thvnoont T Fhink wvon
will make, we will make, together, some colossal errors.

Therefore, I.believe'what we must do is understand how to be
more sensitive, how to create better.féedback, how to under-

stand our technological options, how to make them available,

and how to see where the dangers are if we push to far in

one direction. This approach will result in a system which
has.a maximum opportunity for experimentation.

If I had more time I would tell you of a number of ex-
periments that are going on in this country to try and find
ways of doing this. 7I'11 ﬁust mention that in our Congress
is'something known as the Office-of Technological Assessment
which'is trying to understand what various technologies
can do, will do, and what the problems it will generate are.

Also, there is a new Congressional Budget Office trying to
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understand the consequences of Congressioﬁal finanéial
arrangements,

One of the major difficulties in our nation is that:
we've made many commitments to nationai programs which appearedi
financially viable on the day we made them but we didn't
look ahead into their total cost, |

Health care and the preven?ion of envircnmental pollutiont
are two examples. We undertook to change the conditions of
environmental pollution too rapidly so we fequi;;g;inVést-
ments that are very iarge and nobody tried to make a pro-
jection of the costs of these programs through the years and
to see how they would aggregate forlthe nation as a whole.
Ag a resnlt the Budget Office iz now tryine to find waye of
telling the Congress what the consequences of this year%
acts are likely to be over a period of time so that they can
hopefully have more wisdom about the kind of problems we
get into.-

I think many of our industries are alsc worrying about
this kihd of_longer rénge planning within the industry.

T think iﬁ is important for them and institutions like mine
to have érograms for studying public policy and iﬁteraction
of fechnology in secciety and abréad. We would hope that
indepenaent of what official groups might say about certain
decisions or directions we would also study_them and say
here's our view and another institution might say this is

their view and then there could be a big national debate




which hopefully could involve a lot of people in this society
before the kind of things that have been undertaken in the
past in which no discussion or understanding could be pursue?}
T thinklthe great danger for us in our country, is that ‘
things will work so poorly that people will get-discduraged
and place their belief in somebody who will convince them

that a much more tightly run, centrally run system is the

solution to these problems, when in fact, as I've demonstrated |

it is much less likely to be a good learning system than the

3

kind of system we have now.

Thank you.
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October 16, 1975

Luncheon Speech

by Takashi AOKI
President, Japanese Group

Ladies and Gentlemen:

Socon after arrival herxe ;n Boston I asked Mr. Levine
‘about who was selected as an honourable Japanese gﬁest to
give luncheon speech in this International Congress. His
answer wWas unexpected one: that is yéu, Mr. Aoki. So, 1
was honoured to be the guest speaker already at thisg time
when I am still the president of the Japanese group.

I met an American friend in New York before coming
here to Boston and he told me ‘there was very interestiﬁg
article appeared in the New.York Times Magazine at the
beginning of this month about Japan at.a considerable length.
This is a review and observation of an American free-lance
writer named Tolman which was‘puﬁlished to commemorate the
Emperoxr Hirohito and the Empress Nagako's visit to the United
States of America.

Its title is "the Unites States and Japan: The ©dd
Couple" which emphased dissimilafities between Japanese and
American. Please permit me to cite here just a'very béginning
part of it to you: . .

“In the past thirty-five years, the United States and
Japan have found that their relationship has evolved 180
degrees. Despite a myriad of dissimilarities in almost

every sphere, and even given a multitude of misunderstandings




on nearly every level, the people of both countries are
gradually becoming more aware that an interdependent
relationship exists in many fields.

By dissimilarities I mean all. the obvious and important
ones, as well as the many that aren't so apparent and don't
seem so vital. Japanese fashion dictates that wedding attire
for women is always black kimono; an American woman would
not ﬁear black to a wgdding. Americans are said to have heard,
but to not really believe, that Japanese bathe before entering
the tﬁb, then soak; Japanese, for their part, find it even .
harder ﬁo understand how Westerners could socak first and
then wash themselves in the same water."

Here, I see the emphases placed on dissimilarities
and misunderstanding between the both nations and yet their
interdependent relationship enevitably established.

Now, turning back to our American and Japanese relationshi
in the Pacific Industrial Property Association and applying
the similar sort of review to it, I am much pleased to say
that in tﬁe past 5 years both American and Japanese have
been rapidly and steadily learning'each other to know where
and to what extent we have dissimilarities and.thus how and
by what means we can exclude misunderstandings. We have also
learnt the existence of close interdepehdént relationship
as well as the necessity and importance of close internaticnal
cooperation for the common benefit and interesﬁ in this
field. | '

I further wish you to permit me to make another citation

from the same journal. It said:
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“When we talk about the misconception that Americans seen
to have about Japan, the American Ambassador to Japan
James Hodgson remarks

"Many American businessmen feel that there exists a business- -

government conspiracy which enables Japan to succeed economically.

This may be ten % true; but Japanese work togethe; because
their éntire social fabric is based on the thecry of consensus.
In this éountry of 110 million people, there are leés £han
10,000 lawyexrs. The Japanese believe in and have learned
to work things out through compromisef |

This is an intereéting remark but I only hope this S
general behavior specific to the Japanese people will not
slow down the PIPA's-tﬁking positive.action and expressing
their opinion on the wvital and uréent‘international issues
discussed this morning such as the model law revision problem
for the developing coﬁnt;ies and the Paris Convention
revision prcblem.

Ladies and gentlemen, may I remind fou that in.fhe 5th
International Congress in Kyoto'last yvear Director-General
of the Japanese Patent Office, H. Saito presented his guest
speach at its opening session. Now, he is pleased to have
an opportunity to send his greeting to this Boston Congress
and I wish to read this message from the Honqrable Commissioner,f
Mr. Saito. The interpreter will translate this Japanese .

massage into English.

-33-




Luncheon-Meéssage from Honorable Commissioner, Japanese
Patent Office : ' L

It is my great pleasure to have been given an opportuniéy
to speak to you at the Sixth International Congress of the :

Pacific Industrial Property Association. I think it is

truly significant that industrial property specialists of

the United States and Japan, two friendly countries flanking?
the Pacific Ocean,have assembled here to freely exchaﬁge
opinions and to promote mutual understandings.

I would like to take this opportunity then(to introduceé
‘to you a recent trend and administratiqn of industrial prope#t[
in Japan. :

Since 1971, aﬁ early publication and examination demand.
system has been infroduced.in Japan. Furthermore, in an
effort to speed up the proceedings we have.increased the
nunbers of examiners and investigators. As a result, we
'wére able to shorten the time expended for handling the
patents and utility models. However, with respect to trade-
marks, the rate of increase of applications has been very
.high. Conseqﬁently, time spent for examination procgdures
has now been lengthenéd as compared t§ what it took in
the year of 1971. One possible explanation is that a con-
siderable nunbér oL applicétions are non-use trademarks.

Therefore, to cope wiﬁh this problem, the administration
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this year submitted to the Congress a draft revision of the
Trademark Act ainﬁd at enforcing use and the Congress voted
to adopt this draft, This revision aiﬁs at reverting +to the
original purpose of trademarks,namely to protect a trade-
mark which by actual use has been recognized as an identification
of goods. It has been ruled that a renewal of trademarks
will not be granted to a trademar%'which has noﬁ been in use
the past three years. Moreovér, as you may know by now,
the concurrent patent law revision had introduced the adaptatiéh
of a material patent systam and multiple claim practice.

Turning our attention.overseas, there has been note-

worthy progress in international cocperation, particularly

centering around WIPO. Both the United States and Japan

have cooperated in this respect as members of WIPO. I'myself,:
as a delegate from the Japanese Govermment, attended the

Genevé arbitration committee meetings of WIPO and served

on the executive committee of the Paris Convention., Such

occasions have strengthened my belief that it is truly

" important to further international cooperation in the field

of industriél.property.

As you all know, an international patent classification
agreement has been ratified by 17 natibns and became effective;
as of Octobér‘7 of this year. At the same time, there will -
be increasing nuﬁbers,of countries ratifying both PCT and
TRT.

Moreover, I have a strong feeling:of the importance
of the recent so called "South and North problem" in the

field of jipdustrial property. As you all know, it has been
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demonstrated at the 7th UN special economic session that
developing nations have shown a strong interest in patent
systems, In the resolution,which hés been adopted at the
session,it reiterated the necessities of examining the
international code of conduct in regard to transfers of
technology as well as reviewing international agreements
of patents and trademarks to fulfill the néeds of developing
nations. |

We do recognize the importarce of a smooth technology
transfer to developing nationé to achieve the healthy de-
velopment of the world economy as a whole. At the same time,
we also recognize the important role expected to be played -
by an indusirial propariy svstem. We cannot axpect healthy
worldwide economic progress without our great concern for
ecénomic development of developing nations. Therefore,
it is ﬁery important that we strive to enhance the
technological development of deﬁeloping nations. Con-
sequently, while we expect a self-propelled effort by the
deveioping nations to establish a sound basis for their
economic development, we must play an important role aiding
the healthy development of a world economy as a member of
the advancea nations. ‘It is therefore desirable that WIPO
and other international institutions continue to study fully:
the industrial property system today.

The Japanese Patent Office has been paying attention
to.the above mentiéped question of developing nations and

internationalization of various systems. At the same time, :
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we have domestically tried to achieve fasfer.and better .
administfation of patents, tfademarks and so forth, in order
to meet the needs arising from the sophistication of technologyi
and its diversification. To perform the mission gnt;usted ' :
to us at the patent office we mus£ strive to iﬁprove efficiency?
by mechanizing clerical works as wellfas éddpting mechanical :
devices to get examination materials. Also, a closeﬁ co-
operation among different countries is a must in order to
meet the responsibilities bestowed upon us as cne of the
advanced member nations in the field of industrial property.
Lastly, as one of those who is in charge of administeratin§
industrial property, I sincerely hope that the Congress .
will be fruitful and that there will be active participation
by all who are here.

Thank you.




Luncheon - Address by the Honorable C. Marshall Dann
Comnissioner, United States Patent and Trademark
QOffice

Thank you very much, Hal. It's a great pleasure for
me to be with you all,.

T have known of the PIPA since it was started about
8 years ago but I had never attended a meeting when I was
eligible to have been a member. We élways had someone
else from our organization attend so this is really the
first chance.I‘ve had to have the pléasure of seeing you
all assembled and I'm very pleased that this organization
exists. ,

I think it's very helpful to have such a group where

there is a chance for people from Japan and people from

the United States to get to know each other well., It's
helpful when you do business, it's hélpful in exchanging ideaé
and it's thelkind of effort that just can't help but result :
in better lnternational relations anﬁ understanding.

It's always a pleasure to see the Japanese here and
elsewhere. Either last week or the week before, I had a
visit in my office from Mr, Justice.Sakamoto of your Supreme
Court, Mr. Hirata, who's a Judge in the Tokyo Court, and
then either two or three weeks ago T was in Geneva with
Mr. Saito, the direcfor of your Patent Office.

Well, with an international audience of this kind

it seems very appropriate to talk on an international topic
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and I'm going to say just a few things about international tradé
and more particularly, as intellectual préperty.arrangements‘r .
bare on international trade. I don't need to say anything
at all, I'm sure, to this group about the impoftance of
international trade.

I'd like to guote our Secreta£§ Kissinger on this.
This is a little excerpt from the talk that he was to have
delivered, but Ambassador Moynihan delivered, for the Unifed
Nations a month or so ago. He said, "Trade has.been_a
driving fofce in the unprecedented: expansion of.the wdrld.
economy over the last 30 years. COmparative'advantage and
specializatioh, the exchange of technology, and movement
oflcapital, the spurt of préductivity fhat compétiticn Bro-
vides, these are central elements of efficigncy and proéress.
Open trade promotes growth and combats inflation in all
countriesé. I certainly subscribe to. that. .

Probably there is no country in the world that is
ahead of Japan in its emphasis on international trade, we
certainly have great respect for‘what you have doﬁe. In=~
ternationa; trade is very vital to the United States as -
well. And, there has been quite an expansion. From 1972
until 74 our export trade went from about 50 billion dollars
to about 100 billion dollars. I don't know what the figure
is now but I think its still higher. This aﬁounts to‘abdut

7% of our total Gross National Product, and, of course,

products involving sophisticated technology are at the fore-




front in the'infernational trade.

Licensing of technology is a very substantial part of
our return from overseas. Last year return from licensing
exéeeded three and one half billion dollars.

"You aléo know that patents and trédgmark protection
are quite important to you when you waﬁt to exploit your
technology abroad. If you want to export to a country, its
extremely helpful if you have patent ahd trademark coverage

in that country. It is true that sometimes you may want to

export something and be prevented by someone else's patent
in a country. Nevertheless, overall I think it is unquestionabl

true that intellectual property protection furthers internationa

trade and partienlarly the opwovitunity +o chizin protection
in couﬁtﬁies other than ybur home country.

If you imagine a situation, lets'say there were no Paris
ConfentiOn.and where it was very diffiicult to acquire patent
protection anywhere except at home, if really would be the
"equivalent 6f tariff barriers or barriers to getting your

goods to the other markets. While sometimes we wish we

didn't have quite as much competition from abroad, we know
it's good for us and it's good for the world to have this
kind of trading between nations.

Japan.and the United States are, of course, among the

leaders in filing patent applications abroad. I have some

figures for the year 1973 that indicate there were 8500

 Japanese patent applications filed in the United States.
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We wefe even ﬁorse with Japan, we filed neaxrly 13,000
Japanese applications that year. So,.there's a gfeat inter-
change.

In thls conhection, it seems to us, in the government,
as I'm sure it does to you, that it 1s very des;rable to
promote the lnternatlonal arrangements which make it easier
to obtain protection elsewhere; '

The Patent cOoperatlon Trea%y seems to me a very desxrable
thing, I think 1n your meetings you've talked about the |
treaties, where they all stand and sc on. You're aware that '

it looks as if the United States will ratify PCT very soon.

The implementing bill, which the senate passed and which the

house sub-committee has reported out, is now before the House
Judiciary Committee. You may not have heard that Congress-—
man Rodino, who's the Chairman of the House Judlclary Commlttee,

worte a letter to Assistant Attorney General Copyer of the

Antitrust Division to ask whether there were any antitrust
objections to this and you'll be gratified to hear that
our word is that Mr. Coyper either already has or is about

to write back, and say "No, there are no objecticns”®.

Therefore, we expect that just as soon as the House Judiciary
Committe éan get it properly on the agenda, and this could
happen within a matter of weeks, the bill will pass and

we will go ahead and deposit our instruments of ratification.

From conversations with representatives of some of the
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other countries, it sounds asg if enough countries would go
ahead within the next year or so with ratification that my
guess really is that PCT will be in operation in 1977 -

éo we should all get geared up for it. We thinkthe Soviet

Union, Sweden and probably others will come aleong within

the next vear.

We know.that Japan has some special problems in becomiﬁg
accommodated to handling some of the obiigations of BCT, .
but I'm aware that you're new change: in the patent law
was at least partly inspired by a desire to make the law

consistent.with PCT.

We in our office are busy trying to work out the
pracedures that we will fanllow when POT ig in effent, Wa
expect fo become a séarching authorty. We're of course
anxious that when we do become a searching authority we
won't be in a position where we have to treat internationai
applications somehow faster or better than we treat United;

. States applications and I don't really think there's any |
danger of that. Our time of pendency hds dropped to the
.point where I think we will confortably be able to examine;
international applications in accordance with the require~;
ments of the treaty.

We are guessing that when PCT comes into effect its

use will build up gradually. We don't think everyone is
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Ammediately going to file only internaiional cases s0 we'll
have a chance to work into it and stay on top of it.

Of course; the European patent laws and'the Common
Market patent laws are also working theif way along and
one of these days I expect that they will all be in effect.

I think its all to the good and should make it easier for

any one that has made a decent invention to obtain coverage;

in all of the places where he éan get commercial aavantage
from it, |

As you know, President Ford has sent the Trademark
Regristration Treaty to the Senate for advice and consent
for ratification. The implementing legislation has been.
'prepared and is still working its way through the Exegutive
Branch and has not been submitted to Congress yet.

I don't think there is any reason fo; us to exéect
that the United States will be ratifying TRT in the near'
future, You're well aware that many people are concerned
about the changes that it wauld make iﬁ our nationﬁl
trademark law where we could no longer require actual use
before ¥egistration. I think TRT is in the fight direction
in thatrit would make for easier international registrationi

of trademarks, But I appreciate that there are real

concerns the other way so I think it will he a while

before we ratify it -~ if we ever do.




There is one interesting difference between PCT
and TRT. PCT comes into effect after it has been
adhered to by ﬁt least 8 countries of which at least
4 must be couﬂtries having so called major patent
activity. TRT on the other hand only requires rat-
ification by 5 countries, of any size, and so far
it has been adhered to by Gabon, Togo and Upper Volta.

"8o, it needs only two more countries and it could
well comé into effect very quickly, but, coming into
effect is not the same ‘thing as becoming a major
force in the worlds trademark habits.

¥ou probably have discussed how Japan stands
with respect to the trademark treaty and 1 really
am not up to date on this so I'11 abstain from trying

to discuss it.
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One of the other international .initiatives that we think

of as being quite important is the international patent

classification effort. Last week the Strassburg Union or

the IPC union actually came into effect. The Strassburg

Agreement, - signed in 19871, has just this year had enough

countries to make it come into effect. They had the ceremonies '

last week. Deputy Commissioner Parker from our office was

there. The United States is a member, Japan is not right

now although it has supported all the work_-that has gone

inte this and I believe it intends to become a member fairly

so0n.

0f course, the United States does not use the International

Patent Classification ana it might be wondered why we are

interested in it. Our thought is that ultimately it will

be a very desirable thing if everyone could be on the same '

classification system. We have no idea of going back and

converting all of our present search files to IPC and I'm

sure that the countries that are using IPC have no idea of

going back and putkting it in our system. Yet, if we can

work together and shape the classification. for the future

along lines that will be satisfactdry to everyone, we think

it will be a very desirable objective. We did not participate -

in the early years of IPC but we have for the last 5 or 6

years and it's one of our real interests now. At the Geneva

Meetiﬁgs’that I attended 2 or 3 weeks ago one of the

things that we were particularly interested in achieving

and which did occur was setting up an adhoc coordinating
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Well, it is our government's position, and I think

it should be that of all of ours, that we are sympathetic

ﬁith the aspirations of all countries that don't have much
now to raise their lewvel., Again to qﬁote Secrefary Kissinger,
he said, "We must improve the basic opportunities of the
developing countries in the world trading system so that
they can make their way by earnings instead of.by aig.n
‘We could take a number of different positions on this.

We could say, "We like the arrangements ther way they are,

wk're not going to agree to any change". I don't think

it's a good tactic and T don't think it helps to obtain

our objective to raise the standards throughout the world,

f velanuln T T e e m—rONIC Sen bl rrmat A M e -*
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we may be able to prolong the discussions and work out
éccommodations which really will be of some help to the
developing countries and at the same time will not affect
the rules that have been so useful and successful as far as
developed market economy countries sudh as ours,

We definitely do not intend to agree to changes which
will spoil these arrangements but we are tfying to approach
the discussidns with an opén mind to anything that would
be helpfui to them without hurting us.

Thank you very much,
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committee, This was done by the Executive Union of the Paris
Convention, TWhich is a coordinating committee
setup to make sure that what was being done by
the groupsiworking dn PCT, the groups working on IPC classi-
fication and the groups‘working on ICERIPAD paid attention
to what one another was doing because they're all working
on some matters that bear on classification, and bandling of
a search file, We were able ta get a.great deal of support
for this and I think it will be a very useful thing. '

"I mention: this mainly to indicate how our office
and our government really has a very wvital concern in these
international matters and in tryinag to work things ocut so
that we will oparate on #he same general iines.

Well, in closing, you can't talk about inxernationél
patent matters without mentioning develeping countries.
I know you've discussed this at your meetings early this
week., You're familiar with the concerns of the developing
countries. They want to acquire technology any way they
can get it. There is a general feeling that countries such
as ours,‘ﬁho are rich in technology, owe it to the developing
countries to bring them up to our level, They have become
persuaded that patents, or the present a;rangements for
patents and trademarks apd so on, actually impede rather
than promote the transfer of technolegy and so they‘re
quite determined to change some of our arrangements such as

the Paris Convention.
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Harold Levine~Summary of 1975 PIPA Conference

I am especially thankful to.our Japanese colleagues
for the extra effort which they expended in making many of
the presentations to us in English. I also want to complimeﬁt
Mr. Jackson on his deliberate tones in toning down the .
speed of his presentation. I don't see Mr. Jackson here this
morning but I know it took a lot of effort on his ﬁart.

I was also very pleased to hear the meaningful-and
.thought provoking words of the honorary chairman of this
meeting, Dr. Wiesner.

T note that the U.S. Commissioner of Patents is scheduled
+5 he hare at the luncheon and there is still a little time
before 12:30 so we are hopefui that he will be with us £his
afternoon. '

I was very pleased to hear:the message of the Director
General of the Japanese Patent Office as delivered yesterday.
_at‘lunch by Mr. Acki.

We who are interested in the intellectunal property
field on a worldwide basis are moving into a new era which
will be a turbulent environment for the world of patents
and intellectual property. There will indeed be many
pitfalls to contend with as we've heard, for example, on
.the Furopean Convention, as so elequently elaborated upon

by Mr. Shipman.

I be;iave that many of these pitfalls will be interlaced

with many pockets of opportunity for improving the intellectual
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property systems around the.world no£ Just for developing
nations but also fpr developed nations. .

There is indeed an opportunity to make significant
contributions to the societies that these systems must
serve. PIPA can, and must,'play a vital role in the shaping

of this turbulent environment. I %think that we have made

a good start and we are well on our way fox PIPA to make

contributions in helping to shape this environment.

The examples of the work of Committee #4 are a good
illuystration. The effort of Committee £3, as reported upon by:
Bob Benson, and the expertise once again demonstrated bj
Bart Kish in the highly complex area of international treaties;
should help us in large méasure to move along this path .

The action committe which the Board of Governors ie—discovered_
during‘our meeting the other day ﬁill.also help us in this
area,

Once again, I was most impressed by the results of each
of the committees and the reports as presented by each |
speaker. I think that this years conference has been a
Success.- Mr. Tom "Super Arranger” O'Brien has really dGone
well, He has ﬁade our Congress a most pleasant and memorable
experience including the delightful weather which he tells
me will turn bad about 5:30 this evening, because his
arrangements do not extend beyond that time. I think the

evening at the Museum of Science was a delightful experience,
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as was last eVeningsdinnef and the festivities following
dinner. I think the folks that worked with Tom, Pat Hayés,
Ed Bell and.the others really deserve a hearty round of
applause with our thanks.

I'd also like to comment for Mr. Aoki. I want to

compliment him on his patience in waiting for replies to his

Itelexes from me and I want to assure you that the delays
did not have anything to do with my interest in pursuing the
which you properly raised. ‘

I'd also like to thank Messrs. Mihara, Kanzaki, Saotome
and Suzuki, for their fine efforts in helping make this
1975 Congress a Success. |

I alse have another ckgervaticn con the naxt TIPA cowi-
gress that will be scheduled for late 1976 in Japan. Thé
precise dates are not yet worked out nor is the prgciSe '

location in Japan crystalized but this is a subject that

is under current intensive discussions and, as we know more,

we will be letting you know.

We are especially pleased at the attendance at this
session noting that this is a year of economiec challange
for all of our companies and it's noteworthy that the expens
levels associéted with attending this COngiess are regarded
as worthy enough and that the prganization is regarded
highly enough te warrant your attendancé. I congratulate

all of you for coming,
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October 17, 1975

Closing Address

by Takashi AOKI ) ;
President, Japanese Groi

In bringing to a close this 6th PIPA Bdston Congress,.
I first of all wish to express my deep appreciation to the:
hospitality, kindness énd,qonsidération which ﬁave been
shown by the American group in the preparatibn and execﬁtién
of this Congress. All attendants.of the Japanese Group are
very much feeling the remarkable contribution dedicated by
. Mr. Levin, President of the American Group and all of those
who had the responsibility of organizing this meeting, -
especially Mr. O'Brien, Program Chairman of this Congress

and Mr. Bell, the Treasurer-Secretary.

Here is a small gift as a token of our thankful feeling

to both of them.
We further wish to extend our appreciation to the

following workers behind the scenes:

‘Miss Anne Nachado
Miss Sylvana Reekie
This is a small gift to each of them.
We should not forget to express deep thanks to the
Congress interpreters, Mr. Takai and Mrs. Kaisér.

I am very pleased to clearly recognize the great success

of this Congress and would like to appreciate all the efforts

B

effected by the Committee Chairmen and speakers from both

the American and Japanese Group, excellent jobs of whom were




no doubt the key factor of this success.

_ We are all chliged to recognize iq this meeting ﬁhe
importance of actively catching up the international.ﬁitai
issues by mutually exchanging views and cooperating together
and the joint governors meeting this afternoon will discuss
this point further to improve our aétivities.

Finally, I personally wish to thank all of you for

your warm support during the Cohgress. I am also honored!

for having worked with our over-all president Mr. Levine ?

and again I express my appreciation to him as well as all%
the American members for their making our stay in Boston s0.
. _ : i

enjoyable and marvellous. :

Thank you and will see you in 1976 somewhere in Japaé.
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Committee No. 1
Japanese Group of PIPA

The Revision of Japanese Patent Law: Present Status

Introcduction

Reports were made on the movement for the revision
of the Capanese Patent Law at the past PIPA Congressés
in Tokyo, San Francisco and Kyoto. The amendment:ofg
the Patent Law has now been materialized. E

In the 75th Regular Session held on May 29 of 1%75,
the National Diet passed the Bill of Law for Partialg
Amendment of the Patent and Other Laws,. the leglslatlon

being promulgated on June 25 of the same Year. The ;

high~lights of this amendment are: |

(1) From the listing of inventions unpatentable under
the law, the inventions of chemical substances, é
medicinal products, foods and beverages and luxu%y
products were excluded; ?

{2} Embodiment claims were made admissible;

(3) In connection with the arbltratlon for the estab-
llsnment of a non-exclusive license for working T
one's patented invention, a cross-licensing pkov§~
sion was enacted; ;

(4) There was made permissible an amendment of the
specification at filing a demand for trial again%t
the rejection'ruling rendered after publication bf
the application; o

(5) The duty of using a registered trademark was

strengthened;
(6) Various fees were revised; and




(7) Accordlng to the ratification of the Paris Conver-
tion as amended at Stockholm, the related prov131on

1

cf the domestic law were amended.

Of the above seven revisions, the first four (1= M
revisions will now be briefly explained. As to detael
they will be independently reported. ?

1. From the listing of unpatentables under the law, éhe

1
inventions of chemical substances, medicinal prod-
H

ucts, foods and beverages, etc. were excluded. ;

Article 32 of the existing law provides that patent

shall not be granted on the inventions listed below

(1) The invention of a food or beverage or of a luxury
product; _

(2) The invention of a medicine and of a method of |
producing a medicine which comprises mixing two or
more medicines;

(3) The invention of a chemical substance;

{4) The invention of a substance which is to be pro-
duced by a method involving the transformation of
atomic nuclei; and

(5) The invention which could be detrimental to publi
order, good morals and public hygiene.

By the recent amendment of law, the items (1), @ﬂ
and (3) were deleted. 'Ameng the reasons cited for su
inventions having been disqualified for patents are:-

Foods and beverages and medicines are indispensa
ble to daily life and a monopoly right, if accorded t
any of them, will have a serious influence on nationa
life; similar mohopoly rights to chemical substances
would exert substantial depressive influences on chen
cal industry;'and such rights to medicines would also

lead to the same outcomes.
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-Conven-

Therefore, under the law before the resent amend=~
ment, which admits process patents alone for foods a&d
beverages, medicines and chemical substances, those who
had developed new chemical substances engaged them-
selves in the useless research and development work on
production processes and attempted to secure mon0polles_
over the new substances by filing patent appllcatlon%
on a number of production processes irrespective of i
whether they'were truly of commercial value. On the?
other hand, it cannot be denied that subsequent re- }
searchers were absorbed in research and development
work on processes which were merely copying prior 1nven-
tions or only to avoid a conflict with others'® patents.
Obviously, these directions are deviant from the authen-
tic course of research and development. :

Around 1957 there was argued the possibility of
amending the law so as to exclude foods and beverages
medicines and chemical substances from the list of .
unpatentables'but prematurity was the voice of the
majority and no revision of law was made in this

respect.

The Patent Law was amended in 1970 but, after
dellberatlon, the Diet passed an incidental resolutlon
to the effect that as to patents on chemical substances
and medicines, efforts should be made to obtain a '
matured draft early. In the same year of 1970, the
Japan Patent Association sent questionnaires to its
member companies, taking poles on whether chemical
substances and medicines should be removed from the
list of unpatentables four to five years ahead. Of the
chemical and related companies, about 80 percent

answered 'yes'




In 1874, the Industrial Property Council; which
has been an organ under the Patent office and whose |
membership have been appointed by Director General of
the office, submitted a recommendation to Minister of

International Trade and Industry which said, in effecé,

that the law should be revised to make chemical sub-
stances, medicines, foods and beverages and luxury'
products patentable. A

That is, the technique-developing capability of
Japanese industry in the field of cﬁemistry has attain

a sufficiently high level in recent years to warrant a }
switchover from the development of production processés%
after foreign models to the development of products Eér%

se. 'Moreover, chemical research and development should}f

be further encouraged through adequate protection of
inventions of chemieal substances.

' As to medicines, foods and beverages and luxury
products, if patents be granted on them, there will b

no particular harm due to monopoly, for varieties of

foods, drinks and medicinal products have for some time?

been available on the market. é

£

Turning to the countries abroad, none of the 1aw%

of the United States, the United Kingdom, France and
West Germany makes foods, beverages, medicines and
chemical substances unpatentable. '
As the result of the recent amendment, all the
inventions unpatentable under the law of Japan are:
{1) The invention of. a substance which is to be pro-

duced by a method involving the transformation of
atomic nuclei; and

(2).The inventions which could be detrimental to publ
order, good morals or public hygiene. ‘
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reads,

called embodiment claim.or claims have been made

It is noteworthy that theévalidity of certain

g patents is now restricted by a new provisioh which

takes a lenient view of the social role of physicians

and dentists. This new provision reads:
" The validity of a patent coVering the invention of aj
medicine to be produced by mixing two or more medicineé
or a method of producing a medicine which comprises.
mixing two or more medicines shall not extent to the
' prescriptions

act of filling physicians' or dentists'

and the medicines to be COmpouhded according to the
prescriptions of physicians or dentists." :
It should be mentioned that it will be on appli—g
1976 that patents
will be granted on foods and beverages, medicines and |

cations filed on and after January 1,
chemical substances. Thus, the new provisions of 1aw§
do not apply to the appllcatlons currently on thePatent

Office files or to be filed w1th1n this year. Of

course, these provisions apply to the applications- that

will be filed on and after January 1, 1976 on the ba51s
of Convention priority rights as well. g
2. Embodiment claims will be admitted 5
Paragraph 5, Article 36 of the existing Patent Law
"The Scope of Demand for Patent (claim) shall :
state only the matters 1ndlspensable to the construc-é
tion of an invention that are described in Detailed i
Déscription of the Invention." And it is an establish?d'
practice that one invention should be stated in a singie
claim,
Thus,

claim is admitted for one invention and no species

in the current practice, only one generic

claim ‘is admitted. By the recent amendment, the so-




‘allowable under a new provision as added following the
above-quoted language, reading "It is not objectionabie
to state embodiments of the invention as well.”

Turning to countries abroad, subclaims or species :

claims are allowed in a number of countries.

The advantages and disadvantages of a system per-
mitting a plurality of claims for a single invention |
began to be studied with-some vigor around 1950. We
did not heard any partiéularly loud voice calling for

a revision of patent law to adapt such a system.

However, as Patent Cooperation Treaty (PCT) had come
into focus since around 1966, the Patent Office set up
a multiple-claim study grotp in 1969 as one of the

~ measures for dealing with PCT and, éonsequently; the

‘possibility of adopting a multiple claiming system

became a subject of more concrete study. Japan Patent
Association.also established a Multiple-Claim Study
Group which has selected and studied a number of pro-:.
blems. | -
Then, as Japan decided to join PCT which was signed

in Washington iﬁ‘June, 1970, it became inevitable for i
her to carry into effect the multiple claim practice in
@ not-too~distant future and, thus, there has been a
sudden up-surge in the momentum toward the adoption of
thlS practice.
The Industrial Property Council referred to above
submitted a recommendation to Minister of International
Trade and Induétry for the adoption of the multiple-
claim practice along with the above-mentioned recom- -
-mendation that chemical substances and others should be
made patentable. Aside from Japan, only few countrles

.have the single-claim practice and, as patent
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applications are getting more and more global, it isﬂ
desired that Japan, too, will adopt the multiple~ clalm
practice. ;

Partlcularly, for Japan to be a member of PCT, ft
is a prerequisite that she should adopt the multlple~
claim practice. f

Under these circumstances, the practice of allo#—
ing embodiment claims has heen adopted. This practlce,
too, is applicable to- patent applications that w1ll be
filed on and after January 1 of 1976. ;

A few comments seem to be in order on this newly
adopted embodiment claim practice.

In the first place, the one-invention one~claim :

practice and the so-called consolidated application
will be explained briefly. Let it be supposed, for
instance, that someone has found that C is produced by
reacting A with B. Let it also be supposed that the .
yield of the product is improved when the above reac—l
tion is conducted in the presence of catalyst X. :
Please understand, in the first place, that here
are two inventions, i.e. the inventiocn of a method for
producing < which comprises reacting A with B and the
invention of a method for producing C which comprlsesi
reacting A with B in the presence of catalyst X. :
Therefore, in applving for patents, it would be neces+
sary to file two independent applications for the abo%e
two inventions according to the one-invention one~ '
application doctrine. | _ ' ;
However, even when two or more inventions are in%
volved, one is entitled to c¢laiming these ipventions ;n
a single application provided that they are in such aé
relation as meets any of the requirements set forth ip




Paragraphs 1 to 3, Article 38 of the Patent Law. This

lidated
practice is called the/a fgcét?og.

consolidated . '
In a/app gca ion, the same number of claims as the

number of inventions are stated.

congolidated '
The fee for a/applgcation is lower than the sum o;-

fees for lndependent applications covering the same :
number of inventions. Of course, it is higher than th?
fee of.a single application claiming one invention. i

In the above example, the two inventions, i.e. th?
method of producing C which comprises reacting A with E
‘and the method of producing C which comprises reactiné :
A with B in the presence of catalyst X meet the requlre-i
ment specified for a/gggfgéégfgn? Therefore, these twg %
inventions may be claimed in a 51ngie application. i

In other words, the two claims may be stated in
one application. .Then, claim 1 is directed to a method
for producing C which comprisgs reacting A with B, and
claim 2 relates to a method for producing C which com-
prises reacting A with B in the presence of X. It }

should be noted that the above claim 2 is not an em-

bodiment claim. o |
Let it be assumed that, under the current practic&ia
an applicant has filed two claims such that claim 1 ié
directed to a method, for producing Q'which comprises |
reacting A with B and claim 2 is directed to a method
for producing C; which is a species of C, which coﬁ- |
prises reactinglAl which is a species of A with By
which is a species of B. 1In the above situation, the
application will be rejected on the ground that the R
- invention of claim 1 and that of claim 2 ar%:%sgflgéte;i;
as the same, thus failing to qualify for a/application
By the recent amendment of law, it has now been
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ication.

‘been

made permissible to claim such a species claim or
claims as embodiment claims, along with a generic
claim. It may be borne in mind that the way of think}
ing explained above in connection with the number of:
inventicns is still valid. ?
In the example cited above, as a sequel to the
first invention or claim dlrected to a method for pro—
duc1ng C characterized by reactlng A with B, there is:
admitted, for example, an embodiment claim directed tp
a method according to claim 1 wherein A is Ai; B is_Ba
and C is Cy. Moreover, in the same application, a;oﬁg
with a ¢laim for the second invention (tentatively, _
claim 3) reading a method for producing C characterlzed
by reacting A with B in the presence of catalyst X,
there is admitted an embodiment claim directed to a
method according to claim 3 wherein X is Xl ;
The embodiment clalm shall be stated in a depend~
ent form. _ _ . ' ;
The requirements that must be satisfied in ordeﬁ
that two or more inventions may be claimed in a cohs&l—
idated application are provided in Paragraphs 1 to 3,
Article 38 of the Patent Law. By the recent amendment,
the following qualifications have been added. '
(1) The invention of a thing and the invnetion of a
method_comprising the use of the thing; and
(2) The invention of a thing and the invention of a E
thing which principally utilizes a certain propeé—
ty or attribute of the first-mentioned thing. :
As an example of (2), there may be mentioned :
'compound A' and 'an insecticide containing compoundj

A as a main component'. Further, 'compound A' and 'é

method of controlling insects which comprises using
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compound A' may be mentioned as an example of (1).

It should, however, be understood that the cases
of (1) are not limited to uses and applications but '
may pertain, for example, to 'a prime mover' and 'a

method of contfolling the prime mover'

i

i

3. A cross-licensing provision has been enacted in

connectlon with the non—exclusmve license right to be
establlshed by arbitration for worklng one's patented

invention.
As to the non-exclusive lincese to be establlshed

by arbitration, a report was already presented to the
San Francisco Congress of 1973. f

The arbitration for the establishment of a non-§
exclusive license may be demanded in the following ;

cases. ‘
(1) Where a patented invention has not been worked

appfopriately in the country of Japan for not
less than three (3) consecutive vears;
{2) Where the working of one's patented invention
constitutes an infringement of someone else's
- patent: and .
{32} The wbrking of a patented invention is particula
necessary for public ihterest.
. By the recent amendment of the Patent Law, some
amendment was effected in the above-mentioned arbitr
tion practice. This amendment pertains to the arbit
tion that may be demanded for the establishment of 4
non-exclusive license for working one's patented inéen
tion. Thus, this revision of law is such that when B
has demanded the establishment of a non-exclusive ‘
license under a patent right owned by somecone else A

i

in order to practlce his own patented 1nvent10n,
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the latter A is entitled to demanding the establishment
or granting cof a non-exclusive license under the patent
owned by B. It is the so-called cross-licensing pro-.
vision. It is provided that when director-general of
the Patent Office does not award a non-exclusive
license under the patent of A pursuant to B's demand,
he shall not award a non-exclusive license under the
patent of B upon A's demand.

Suppose, for example, that A owns a patent on
chemical substance X and process P for producing said
substance X. Let it be also supposed that B has a _
patent covering an improved process Q for producing tHe
same chemical substance X. Now, B demands the estab-

lishment of a non-exclusive license under A's patent

for the purposes of producing X by process Q and sell-
ing same. It should be mentioned, in passing, that t@e
arbitration for the establishment of a non-exclusive §
license may be demanded even between patents covering§
the inventions of different categories, e.g. chemical%
substance X and method Q@ for producing X. On the othér
hand, A is. entitled to demanding an arbitration for tﬁe
establishment of a non-exclusive license under B's i
patent. In this case, the demand of A is allowed onlf
when the demand of B has been allowed. '

It should be understood that there may be cases in
which the demand of A is rejected while the demand of B
alone is admitted.

The above arbitration provision will come into

effect on January 1, 1976.

4. The amendment of the specification at the time of
filing a demand for trial against a rejection ruling

rendered after. publication of the application_has.now
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been made allowable.

Under the existing law, when a demand for trial
is filed against a rejection ruling, the specificatiEU
and drawing(s) may be amended within thirty (30) days
from the date of demand for trial. 1In such cases, t@e
Patent Office examiner examines the demand and, if ié
‘has judged that the rejection reason has been obviaéem
nullifies the previous rejeetion ruling and renders%
anew a ruling that the application shall be patented
" This is the so-called pre-examination practice. :
However, when the appllcatlon has been rejected aftér
publication, the specification and drawing(s) cannoé
as a rule be amended even if a demand for trial is %
filed against the rejection ruling. This is beceusé;
after publication, the applicant is permitted to ma@e
corrections within a limited range only when he has§
been served with an opposition or a new rejectlon ;
reason, Therefore, the above pre-examination practlce
does not apply to the trial against a rejection rul&ng
after publication. Heretofore, in connection with éhe
trial against a rejection ruling after publication,g
where it appears that the rejection reason will be j
obviated only if the spec1flcatlon {and/or drawing) be
-amended, it has been an expedient practice .to have a
notification of rejection reason issued by the Examlne
and,’ thereupon, make the necessary amendment. After
the recent amendment of law, even where a trial is 1
demahded-againstea‘rejection ruling after publicatiém
it will be permissible to amend the specification aﬁd
drawing{s) as to the matters indicated in the reasoé
for rejection ruling only within the pericd of thiriy
&30):days_following the filing date of the demand fér
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trial. It should be noted that such amendments'muét bé
11m1ted to a restriction of the clalm(s), a correctlon
of clerical errors and a clarification of amblguous

descriptions.

Along with this permission of such amendments, the

pre~examination practice has now been made appllcable
to the demand for trial against a rejection ruling after

publication of the application.

The above amendment provision is applicable to
applications filed after January 1, 1976.

The foregoing is a recapitulation of the high-
lights of the recent améndment of law pertaining to
patents and of the background thereof. When the new:
law takes effect, there will arise various problems in

connection with the enforcement of the law. While
these problems will be discussed separately, attentioﬁ
should now be directed to the incidental resolutions sf
the two Houses relating to the Bill of Law for Partial
Amendment of the Patent and Other Laws, said resolutiéns‘

being relevant to the enforcement of the new law. Thé
) ‘ i

relevant parts of the incidental resolutions may be

summarized as follows.

(1} To cope with.the sharp increase in the amount of
patent information, the work of information pro-

cessing and the organizatioﬁ for that work should

be developed and expanded. ,
A1l necessary measures should be taken so that the
patenting of foods and beverages, medicines and %
chemical substances will not lead to untoward ;
effects such as the expansion of market control
through the utilization of patent rights and the

unfavorable influences on national 1life and on.




(3)

(4)

(5)

the medium and small businesses. Particularly
in enforcing the system of arbitration for the
establishment of a non-exclusive license, the
opinion of Industrial Property Council should be
esteemed and the arbitration award or dismissal
should be issued within six (6) months following
the date of demand.

In adopting'the multiple~claim practice, the

manners of stating claims and of interpretation |
of claims should be clarified for a smooth opera-
tion of the practice. | '
The possible protection of soft ware by law should
be promptly studied.
Efforts should be made to improve the treatment of:
the Patent Office examiners, judges and other
officials and the level of their qualities.
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" A FEW PROBLEMS RELATING TO THE NEWLY ACCORDED PATENT-

pera-

should

ent of i

r

ABILITY OF CHEMICAT, PRODUCTS OR THE LIKE IN JAPAN

JAPANESE GROUP
COMMITTEE 1 (PATENTS)

Reported by

TUNEWO SIMADA,
Takeda Chemical Industries,Ltd

AND OTHEES

-

- Summary

By the recent amendment of the Patent
Law of Japan, chemical substances, medicinal’
products, methods of compounding medicines,

- foods and beverages and luxury products

which have been disqualified for patents
are now to be excluded from the list of
unpatentable items, _

In this report, a few problems that
are incidental to this revision of law will
be taken up and discussed, Referring, first,
to the invention of a method for compounding
medicines or of the resultant medicinal
pfoducts, the validity of the patent has
been made not'encompassing the act of fill-
ing a physician's or dentist's prescriptions
While this
revision of law does not seem to create any

and the resultant products,

significant troﬁble, we wish to point out,
at the outset, that there are now a few
problems that have to be liquidated,

-67-




- Comments seem to be in order, too, on
the patentability of the so-called chemical
analogy process, The argument will be
advanced that, even for such process inven-

tions, the assessment of patentability

should be made on the basis of objective
and integral consideration, Further, some
observations will be made on the relation

between allowing a chemical substance or
the like (briefly, chemical product) for
patent and the arbitration for the
establishment of a non-exclusive license,
Then, our desire will be expressed that

the new system will be enforced and ad-
ministered with sufficient prudence so
that the new concept of granting patent-

ability on chemical products will not be
skeletonized,

_ Introduction
| As already reported by this Committee at the
Kyoto Congress of PIPA last year, we had witnessed
some £olid deliberation over the possibility of
removing from the list of unpatentable items in the
Patent Law of Japan the substances which are to be
produced -by chemical processes (hereinafter called
chemical substances), medicines, methods for produc:
ing medicines which comprise mixing two or more :
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medicines (hereinafter referred to as methods for
compounding medicines), foods and beverages and
luxury products, and the above concept was finally
nade into law by the enactment of the Law for Partial
Amendment of the Patent and Other Laws in the 75th
egular Session of the National Diet, said Law being
0 take effect on January 1, 1976,

While a general review of the law as recently
hus amended has been given in a report separately
resented by this Committee, all the revisions
irectly related to chemical substances, medicines
and methods for compounding medicines, foods and
everages and luxury products are the.following_

. From Article 32 (unpatentable inventions) of
the Patent Law, Item 1 (foods and beverages,
and luxury products), Item 2 (medicines and
methods for compounding medicines) and Item 3
(chemical products) were deleted,

. To Article 69 (the scope precluded from the
validity of a patent), a new Item 3 (the act |
of filling a physician's or dentist's prescrip-
tions and the resultant preparations) was added,
'Thﬁs, these changes in the language of law are

ot drastic indeed but, for many years Japan has had

hemical products included in the 1list of unpatent—'

:ables and, from the applicant's point of view as well

;as that of the Patent Office, this means the intro-

iduction into the Patent Law of a brand new concept

;which they have almost never harbored, It is, there-

| fore, expected that a number of problems will arise
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in connection with the art of application for pat

ent

and the art of examining applications as well as iin

the exercise of rights, In fact, there has for
some time been some amount of argument in various
circles, In this report, a few of such problems

will be selected and discussed as seem %o be inte;—

esting to members of the American Group, At the |

outset, however, the matters which have been contro-
versial at the stage of deliberation in the National
Diet for the recent amendment of law will be briefly

reported, Thus, in this regular session of the D

1et,

it was the subject matter of debate in the two Houses

whether the contemplated preclusion of chemical
products from the list of unpatentable items woul
be truly favorable to the industry and national |
econony of Japan and the following guestions were
‘raiged there, '

‘Were we sure that the chemical industry of

d

Japan had attained a sufficiently high status

to withstand the attack of chemical product
patent applications from abroad?

2. Were we sure that the acquirement of chemical

substance and other patents by large corpo:cia-

tions would not depress the small and mediu@

firms with less patent development capabili%iey

2, -Were we sure that allowing patents on chemi
products, etc, would not be deteriorate to

public interest?
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| patents for methods of compounding medicines, they

' Patent Law so that the validity of such a patent

- preparations,

ﬁ_government, thus formally admitting the chemical

The government answers to these questions were:
Though it may not be sufficient, the present
status of Japan's chemical industry is international-
ly competitive and, objectively speaking, it may be |
said that the way has already been paved fdr the
extension of patentability to chemical substances,
etc, ' ' - .
Even if it is difficult for small businesses
to be fully competitive with large corporations in.

overall terms, the former may rather acquire tech-

nology development capabilities even surpassing
those of large corporations in the specific fields
they specialize in and it cannot be said that small
businesses will be particularly held at disadvantage
if patentability is accorded to chemical substances,
etc, As to the protection of public interest, this
can be ensured by taking édvantage of the system of
arbitration for the establishment of a license right
under Article 93 of the Patent Law,

As regards the anxiety relating to medical care

of nationals which might be induced by allowing
deal with the problem by amending Article €9 of the

right will not cover the acts of filling physicians'
or dentists' prescriptions and the resultant medicinal

After such questions and debates, a poll was
taken for the deletion of Items 1 through 3 of Articl
22 of the Patent Law as originally proposed by the

e T




products patent system into the Patent Law of Japan]

To follow up this revision of law, the Patmﬁfﬁ
Office is about to lay down a guideline of enforcéii
ment of the Patent Law concerning the inventions {':
and copies of a tentatlve ?

chemical products, etc,,
draft of the guldellné has been distributed to ¥
various private groups for comments, This enforcé—f
ment guideline, as judged from its language, is nétf
any significant departure from the substance of tﬁe:
Draft of Enforcement Guideline which was explainei f
by this Committee before the Kyoto Congress of laétﬁ
vear and its contents are yet to be sufficiently i
crystallized, Therefore, the particulars of this§
guideline will not be reported hére but we shall %
for now deal with the following three questions: |
(1) what is outside the validity of a patent righﬁ,
(2) whether a chemical analogy process should be i
patentable, and (3) the arbitration for the estab“
lishment of a non-exclusive license, :

I The scope outside the validity of
8 _patent right (Article 69)

Article 69 of the existing Patent Law lists
as the scope outs1de of patent right, the worklng
of the patent for testing and research purposes, :
The ships and aircraft passing over the national :
territories, and the things that have existed since |
the date of application, By the recent amendmenti
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of law, a new item has been added to this Article,
Thus, in some specified cases, the wvalidity of a

' patént now does not extend to the inventions of
medicines to be produced by mixing two or more
medicaments and of methods for producing medicines
through admixture of two or more medicines,

Thus, these inventions.were ﬁnpatentable
under Item 2, Article 32 of the Patent Law but the
recent amendment of law has made them patentable,

To avoid the unnecessary anxiety that might be
created thereby in connection with medical care of
nationals, a minimum of restriction has thus been -
imposed on the exercise of patent rights, The new
Item 3 of Article 69 provides to the effect that
the‘validity of a patent COvering the invention
described above does not cover the acts of filling
physicians' or dentists' prescriptions and the
resultant medicinal preparations from the considera-
tion that said anxiety as to medical practice could
thereby be arrested, Resembling this legislation '
is the provision of Section 20 of the French Patent
Law, and the British govermment also seems to
include a similar provision in the amendment of

law now under deliberation, In any event, even
assuming that there is no provision of that kind,
there would be almost no problem in practice even
if there be a problem from the standpoint of
jurisprudence, In fact, few of the countries having
some system or other holding medicines patentable,
including the United States, have such a provision,
Moreover, so far as we know, there is no case in
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which there has been any trouble in connection @ith
medical care of nationals or an action has for %hat
reason been instituted against physicians or debtim
for patent infringement,
This new provision does not seem to have any
significant problems, nor does it seem to unduly
prejudice the patentee's interest but careful
consideration has been paid so that an abuse of

this provision will not unduly Jjeopardize the
patentee's interest, Thus, this provision pertéins
only to the medicines to be produced by mixing %wo
or more medicaments, excluding the mixing of a |

medicament with a non-medicament, and to the acés
of filling physicians' or dentists’ prescriptioés,
Therefore, the acts of pharmacists to prepare pre-
compounded medicines, diluted powders, etc, for
unspecified patients will fall within the ambit of
validity of patents even if they did so in accoﬁd—
ance with physicians' or dentists' prescriptions
The same applies to their acts of compounding f

medicines for some patient based on the physician's
prescription for a different patient,

Moreover, in this new provision of law,
"medicine" is defined as a "thing which is used !
for the disgnosis, therapy, treatment or prevention
of diseasesg’ in man", This definition has been
simply transferred from Item 2 of Article 32 and|
therefore, may be construed as the latter provision
was previously construed, However, there are fe@
court cases relating to this definition and no %

. E
significant problem has arisen in connection with
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the conventional construction, The Patent Office

has established an examinaticn standard for pateﬁt

applications relating to the inventions of medi-

¢ines under the existing law, and is of the opinion |

that, of such, supplies such as bandages, capsules, |
etc,, the products which are not to be directly

L}

applied to human bodies, e.g, diagnostic réagents,

etc,, cosmetics such as soap, depilation cream,

etc for instance do not fall within the class of

.3
medicines in the common or routine parlance but are
patentable even under the existing Law, This view
is generally reasonable and will be upheld in con-
struing Paragraph 3, Article 69 of the Law as
Amended, However, in this standard, thé.bases,
solvents, etc, which are merely intended for dilut-
ing medicinally active ingredients, and the stabi-
lizers, solubilizers, etc, which are effective only
before administration are not regarded as medicines
and, if problems arise, they will arise in and
around this field, Thus, since the particular
provision applies only to the mixing of two or more
medicaments, it would be controversial, at least in
theory, whether the validity of a patent right covers
the act of mixing a medicament with a stabilizer for
- the purpose of increasing the shelf life of the
former according to a physician's or dentist's
préscription or the act of diluting a medicament
| with a physiclogically inert diluent or excipient,
Furthermore, it is suspected that there will
be some problem relating to the means termed "mixing',




Thus, the same interpretation as that of the provg—
sion of Item 2, Article 32 of the existing Law seéms
to apply to this language as well, However, it i%
suspected that there is some roomﬂfdr reasSessmenﬁ
as to whether this interpretation is valid or noté
Thus, if the act of mixing comprises an act of the

type which does not faill within the scope of the
‘routine act of compounding medicines, the above-
mentioned examination standard does not regard it
as the act of mixing two or more medicines to
produce a medicinal product but, even when mixing
induces a chemical reaction, regards the act as
mixing of medicaments only if the act cannot be
differentiated from the mixing operation which is
performed even in the routine compounding of medi
caments, Furthermore, in the application of Item

2, Article 32 of the existing Law, the Patent Office
takes the view that, even when a medicinally effec-

tive composition can be obtained by mixing two or

more materials which will not have medicinal effegts

if they are independently administered to the hum
'body the act falls within the concept of mixing
medicaments, but it is also a subject of contro-
versy if this view holds validity in the applica-
tion of the new provision of Paragraph 3, Article
Although this new provision of Paragraph 3,
Article 69 of the Patent Law harbors the above
problem insofar as the interpretation of law is

concerned, it is probably quite rare that the same
‘provision will actually become a source of controé

versy and the provision may righteously be con-
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sidered to be a provision enacted just tc be on the |
safe side, In fact, in the recommendation submitted
by the Industrial Property Council to Minister of
International Trade and Industry in connection with
the recent amendment of law, a rather negative view
was exprzssed., Thus, for example, the recommenda-
tion said: c

_ In foreign countries, too, it does
not seem to have been considered as really

proolematic, for it could constitute an
infringement in theory but actually it
does railse no problem, or from the theorem
that the physician's act is not the work-

ing of a patent as a business endeavor,
In Japan, however, some restrictions may
be imposed on the validity of a patent

right in connection with the physician's
act, 1f it comes to be desirable in view
of rather specific social position of
physicians,




ITI, Whether a chemical analogy process
ought to be patented

Until the recent amendment of the Patent

Law, the invention of a chemical substance had '
been held to be an unpatentable invention even ii'
the invention satisfied the patentability re@uir%—
ments, This provision of law was enacted into l%w
in 192% and retained in the Law of 1959, However,
since the invention of a process for producing ag
chemical substance was not held unpatentable, anﬁ
one who had invented a chemical substance was :
entitled to filing a patent application for the |
invention of a process for producing the chemical
substance and having a patent issued, As the :
chemical product as such was now made patentable;
by the recent deletion of Item %, Article 32 of
~the Patent law, the Patent Office published a
Draft Enforcement Guideline in which the inventi@n
of a so-called chemical analogy process was held

to be lacking in inventive step and unpatentable
The situation provided the impetus for much argu
ment as to whether a chemical analogy process
should be allowed as it had been or ought to be
rejected for reason of the lack of inventive ste
Under the circumstances, the question of whether
chemical analogy processes should be held to be
patentable or not will be discussed below,

s
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The concept of chemical analogy process had
its beginnings in Germany but no uniform definition
of the term has yet been developed, The Draft

Enforcement Guideline referred to above is reticent
about what 1s exactly meant by this term but in the
following discussion, we shall use the term as
meaning the following --- A chemical analogy process
is a method for producihg a new substance similar

to a known substance through a procedure which is
identical with, or similar to, the procedure used

for the production of said known substance, with
the proviso that, in comparison with the known

substance, sald new substance displays an effect
which is not foreseeable and pronounced,

Under Paragraph 2, Article 29 of the Japanese
Patent Law, it 1s provided, as one of the patent-
ability requirements that the invention shall have
- "inventive step" over the state of the art at the
. time of application, The term "inventids step”
means that an invention is outstanding against the
technical background as of the application date,
that is to say it cannot be easily accomplished
by mere reference to the known_literature:and the
. like,

As is apparent from the Patent Law as amended,
patentability of chemical products was established

for the first time by cancelling "the invention of
a chemical product" from the list of unpatentable
: items in Article 32 of the Law and it is not that
. the chemical analogy process was added to the list of |
unpatentable items in exchange for the above cancella=~




tion, nor was Item 2 of Article 29, which provides
for inventive step of a patentable invention,
revised in such a manner that inventive step would
be denied to a chemical analogy process, According
to the conventional practice, it may be that the ;
invention of a chemical analogy process is unpatent-;
"able, primarily speaking, for the process per se :
is devoid of inventive step, but if the producf

chemical substance obtainable by that process is
new and displays a unique effect which is beyond
anticipation from any known similar chemical produ%t
the effect is regarded as the effect of the process
and the invention of a process for producing a :
chemical product is evaluated for inventive step,g
Tn this manner, patentability has thus far been
accorded to the invention of a chemical analogy
process,

This kind of practice allowing the invention
of a chemical analogy process was no wonder at alﬁ
under the old system where chemical products were§
held to be unpatentable and no one questioned the%
validity of such a practice, Now that, followingg
the delisting of chemical substances as an unpaten%—
able, the Patent Office is going to adopt the POllcy:
of denylng patentability to the invention of a ;
chemical analogy process for the lack of 1nventivé
step, it seems in order and neéessary for us to ‘
ponder more sefiously over the question of whether orf
not it is unreasonable to consider that a chemical
analogy proceSs has the so-called inventive step,
There is an argument that, in the past, the inventive]

-80- -




".step of a chemical analogy process was recognized
. by daring to incorporate the effects of the inven-
- tion of a chemical product in the invention of a
. production process but a production process should !
intrinsically be regarded as an integral triad consist-

- ing of starting material , process and product com-
pound and a chemical analogy -process is no exception
to the rule, Therefore, the effect of a product
substance is-natﬁrally the effect ¢f the chemical
analogy process and this, in turn, means that it
does not seem appropriate to.place the effect of
the substance outside of the production process,

If one takes the view that the effect of a
substance is inherent in the invention of a produc~

tion process as such, it is quite natural to recognizé
inventive step in the invention of a chemical analogy§
process and there ought not to be any room for
differences in treatment under the law which accords
patentability to chemical substances on the one hand
and the law which make them unpatentable on the other
- hand '

In fact, the question of inventive step should
arise only in the relation of a particular invention
and the state of the art obtaining at the date of
application and is quite unrelated to the gfant of
x: chemical.substance patent,

In this connection, there might arise the
question of whether, if chemical analogy processes
~are deprived of patentability, the chemical analogy
processes heretofore patented would be judged to be |
- invalid for the lack of inventive step, It is;




however, thought that the Trial Board will probably
never render such judgements and it would be not?
appropriate enough to assert from this possibilify
alone that 1t is unreasonable to deny patentablllty
to chemical analogy processes, On the part of the
Trial Board, however, it would be forced to render
dlametrlcally opposite Jjudgements on the same count
in a case under the EXlStlng‘laW on the one hand;
and in a case under the new law on the other han@
and it is quite doubtful that such a dogmatic i
attltude will be acceptable to the Court,

The new Draft Guideline of Enforcement states
that the 1nvent10n of a chemical analogy process 1e
devoid of inventive step, thus reversing the past
Patent Office practice by 180 degrees, but what ¥s
meant thereby seems to be that although the inveﬂ—
tion of a chemical analogy prccess has inventiveg
step under the existing law, it will have no 1nven-
tive step under the new law, Is such a stralght—
forward doctrine acceptable to the general public?
Moreover, the proposition is not pursuasive indeéd
inasmuch as the sole reason cited is the 1ntroduct1m
of a product patent system, ;

It is suspected that this policy of the Patent
Office is derived from the way of thinking that,gif
patentability is affordelto chemical products, it |
will no 1onger be necessary to sustéin the patent-
ability of the invention of a chemical analogy :
process which has only be recognized, as a remedi,
for filling up the loophole in the law enacted-iﬁ
the days when such patentability was denied, Ani
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t is apparently to rationalize this way of thinking
hat they have contrived the argument that the

nvention of a chemical analogy process is devoid

of inventive step, However, there ought not be
allowed such a walkout of practice in disregard of
the express provisions of law, Since the patent

£ claiming a chemical substance ber se does not

inecessarily coincide, in the scope of right, with

;the patent claiming a process for producing the same
f chemical substance, it ought to be that, when he

;l_las obtained a new chemical substance, the applicant

ﬁas a multi-pronged option to seek a patent for the

chemical substance per ge, a patent covering a

;:hemical analogy process, a patent for each of them

§eparately or a patent for both of them in the manner

of a so-called congolidated application, It is g
difficult to imagine a case in which any inconvenience
:H'Ollld be caused by allowing such an option, In the
;practice relating to chemical analogy processes, a
:"comparativeljr broad scope of product compounds has
s0 far been recognized, and it would be difficult to
restrict the‘scopre at a stroke for the reason that
froducts per se have been made patentable, On the
other hand, to claim a chemical product per se, the
product must be identified as a prerequisite and, '
éccordingly, rigorous working example requirements'
will be imposed, with the probable result that the
range of compounds which could be covered by a given
"single patent would have to be limited, It follows,
then, that some people argue that it would in some

stances be more advantageous to seek a patent for
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a chemical analogy process, However, since it is
not that Article 29 of the Patent Law has been
amended and because the inventive step of a chemical
~analogy process has heretofore been evaluated accord-
ing to the inventive step criteria for product '
compounds, there is no justification for the thinkin
that the examination criteria as to novelty, inven-
tive step and utility for the two categories of
claims should be thought of as independent and
different criteria, Thus, it is our opinion that
patent rights should be granted for the same scope
of compounds on both types of claims, '

- Bhould a difficulty be encountered because of
affording patentability to a chemical analogy process
as they have done to this day, it would be such tha@_
in relation to the patent claiming a product with
substantially the same contents as such, 1f the same
person has filed an application on one of them at a
stage where his other application still remains to be
publicly not disclosed,he will be entitled to patents
for both and, in substance, he might enjoy some
extension to the duration of right,

. Since they differ in category, the two inven-
tionS-ought to be judged to be patentably distinct
inventions (This is apparent even from the fact
that, process patents have been alloﬁed under the
Law denying patentability to chemical products), but
the above difficulty would be obviated if a practice
be established such that there may be casea in which
such two inventions will be regarded as substantiall
the same invention,
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In the foregoing, the validity gf invalididy

of denying patentability to inventions of chemical
analogy processes has been reviewed from various
points of view, ; §

It is considered to be theoretically reasonable
to say that it is incorrect to deny such patentabi-
lity and no particularly serious trouble will be

encountered in practice, Therefore, it is our

. position that inventions of chemical analogy processes§

should be dealt with just as they have been, In any
event,it is very dangerous to establish any Enforce-

. ment Guideline that, in effect, would rule out

inventions of chemical analogy processes as lacking
in inventive step notwithstanding the fact that no
definition of a chemical analogy process has been
established as yet, '

Even in the case of the invention of a chemical |
analogy process, it seems to be a reasonable procedurei
so far as law enforcement is concerned, that the i
patentability of such an invention should be evaluatedi
as the invention of a process for each application %
taking starting materials, processes and products
into synthetic consideration,

Incidentally, Japan Patent Association has
voiced similar way of thinking and submitted to the
Patent Office a representation which says, in effect,
that the paragraph denying inventive step to inven-

. tions of chemical analogy processes should be dropped
from-the Draft Enforcement Guideline__.




ITI, Arbitration for the establishment of
a non-exclusive Iicense

Under the Patent Law of Japan, non-exclusive Lice:
may be granted when: _
(1) The patented invention has not been worked
- (Article 83); ' %
(2) It is necessary for working one's own
invention (Article 92); and

:
5
{
H
;
1

(3) The working of the patented invention is
particularly needed for public interest:
(Article 93),

As regards the particulars of these cases, there is
nothing to édd to what was reported by Committee |
No,2 of the Japanese Group at the PIPA San Francisco
Congress of 1973, Furthermore, in this Congress,:
a report on this question has already been separateiy_

made from this Committee togefher with a discussién
on the so-called cross-licensing provision newly éddﬁ
to article 92 by the recent amendment of the Law,§

_ 'Now, in the following part of this report, |
emphasis will be placed on the "Draft Guideline f&r
~the Enforcement of the Arbitration System" which is
regarded as_'rule—of-fhumb’ criteria for the futu%e
enforcement of this arbitration system for the
establishment of non-exclusive licences and the
debates made in the National Diet in connection

with this systen,

‘Thus, these points will be reviewed and rep
in connection with the introduction of a product
patent system into the Patent Law,
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According to the answer of Director-General of
the Patent Office in the Diet, the number of demands
E for arbitration since 1960, the year in which the
existing law took effect, and the outcomes of such
demands are ags set forth below in the table,

Applicable Total Demands No, of re- Demands Arbit-

of law demands drawn tions missed

Article 82 9 7 1 1 0
Article 92 - 3 2 1 0 0
Article 9% O o) e 0 0

It will be épparent from the above table that
only a limited number of demands have been filed for
arvitration and that there has been no case whatever
~which has ended with an award to the demandant,

However, as the recent amendment of the Patent
Law has made patentable chemical products, etc, which
are closely related with our daily life, it is
expected that the number of arbitration demands will
increase in the future. The above-mentioned 'Draft Guid
Enforcement Eﬁaeeéﬁ252£%?§hrbitraé%ggfmhas been
proposed for the purpose of processing these arbit-
ration demands, the number of which is thus expected
to increase, properly to assist in a smooth execution
of the arbitration system and, consequently, checking
‘the harms which are suspected to arise on adoption
of a product patent system. This draft was presented
as a reference material in the recommendation which
the Industrial Properties Council, an advisory organ
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under Minister of International Trade and Industry,
had submitted in connection with the recent revision
of law, and it is expected that the arbitration '
system will be administered essentially on the basis
of this Draft, Incidentally, only fundamentals are ‘
shown in the Draft and, as to particulars, the
Invention Working Committee of the Council will
decide on them, Then, the final text will be |
released to the public,

' The non-exclusive license under Article 8% 1is
granted only when the patented invention h&as not
been appropriately worked in the territories of
Japan for not less than three (3) consecutive years,
Moreover, such a non-exclusive license is not graétm s

when there is a legitimate reason for such approp%
riate non-working (Paragraph 2, Article 85), Théée-
fore, it is presumed that a non-exclusive licensegis
granted when the patent owner is not interested iﬁ
the working of the patented invention, Thereforeé
if a non-exclusive license be allowed, the patent%
owner will not suffér any serious disadvantage, @e
have to admit, in case where the patent right.sho&ld
be of such a nature as defending the patentee's %
product of another invention against the appearanée
of a possible competitive product, granting of suéh
a non-exclusive license could be an indirect dis- .
advantage of the-patent owner, This will be of a
matter of inevitable, when considering that the grant
of a patent right anticipates its actual working,
In this connection, it may be pointed out that, in
' _Japan, the act of importing a product is regarded
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lso a mode of working under Article 2, Item 3 of
he Patent Law and that, therefore, assuming that

00 percent of a certain product is imported from
broad, the act will be regarded as appropriate work-
ng insofar as Japan's domestic demand for the product
s being met at appropriate prices. .

Now, the non-exclusive license under Article
2 will be discussed below, ' _

By the recent amendment of law, a new'provi—
ion relating to the so-called cross-—licensing was
dded to Article 92 but since a more detailed treat-
ment of this matter is reported independently, no
L explanation will be given here on the subject of
ross--licensing, |

What seems somewhat strange to us, however, _
s that not much argument was expended in the course
j of deliberation at the National Diet on this new
?frovision on cross-licensing, The argument was

ﬁﬁxclusively limited to that on the terms_during
hich is demandee is permitted to file a counter-

We tatement and a counter demand for arbitration,

hould pPrior to the amendment of law, the Industrial
roperty Council had recommended to incorporate in

ance Article 92 of the Law a provision reading "A senior
such Fpatentee may, when a demand for arbitration is lodged
5— 'ﬂgainst him from a junior patentee, condition his

a rant of a license under his patent upon.obtaining

grant grant of the Jjunior patent”, The law after actual
g . vision seems to be a step backward from the above

in compendation, However, no debate was made in the
ed iet, As will also be mentioned hereinafter, Article
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9% was a subject matter of much debate in the Die
but, from our standpoint, Article 92 is the very
thing on which most of our anxiety rests. |

By the way of illustration, assuming that,
‘after the person called A used the process P to |
produce a product S and obtained a patent right to
the product S, a process patent was granted to tﬁe
person called B on another process P' for the priml
tion of said product §, the person B will requesé
A to .grant a license if he wishes to work the préce
P' and, should A decline the request, B will prd&mz
demand the arbitration under Article 92,

In connection with thls arbltratlon the abov
mentioned Draft ﬁﬁgégéﬂee forAEnforcement of the |
Arbitration System lists, as the conditions under
which a non-exclusive license is granted, the

following two cases:

(a) The invention of the junior application is |
useful for a purpose quite distinct from th%ti
of the invention of the senior application;:

(b) The invention of the Junior application has:
an obvious technical progress over the inven-
tion of the senior application,

The Draft BE&S80L. further states that when:—--

(¢) As to the right of a meritorious patented
invention, a person who has accomplished an

s‘

 improvement invention of minor order demands

the arbltratlon or

(d) By the establishment of a non-exclusive llCLnS
the demandee's business is made difficult to
contlnue_or otherwise seriously and adversely
affected, |

~90-




the demandee's interest will be unduly impaired,
and that these instances correspond to the cases in
- which the non-exclusive license under Article 92
will not be granted, .

Referring to the above conditions, it is
difficult to draw a line of detiarkation or make
objectively clear-cut judgements, as to both the
qualification for admitting'a.demand for arbitration
(d) and the condition (¢) for denying the demand,
This is why we have some apprehension about Article
92, | :
If these criteria be made less stringent for
junior'patentee B, the interest of substance patentee
A would be impaired to frustrate the intent of the
legislature in the recent amendment of law which
introduced product patents, It is,-therefore,‘hoped
that the practice'of arbitration under Article 92
will be enforced with care and prudence, It is also
hoped that arbitrations will be made not by Jjudging
the cases from static points of view such as on the
similarity or d1851m11ar1ty of objects and the
relative superiority or 1nfer10r1ty of 1nvent10ns but
after evaluating each case from down-to-earth and
~ dynamic points of view, taking into consideration the .
: question of whether the working of the Jjunior invent- §

- ion will be beneficial not only to the junior patenteei

3

but also to the society at large.

In the following, the non-exclusive license-
under Article 93 will be explained, Notwithstanding
;the fact that this provision was left intact in the
- recent amendment of law, it had been a subject of
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much debate in the Diet, being deliberated in
connection with the question of adopting a product
patent system, This provision attracted so much
attention because:- |

Since the Japanese are not so familiar w1th
the practice of product patents and, moreover, all
of the chemical substance and others which were to--
be made patentable are closely related to the daily.
life of the nation, they had some fear about the
possible influence of the exercise of such patent

rights on public interest,

It was because of this fear that thus far the
chemical substance and others had been made unpaémm
able and assuming that an undesirable result is '
occasioned by the exercise of a chemical product or .
other patent right after the new law will have
become effective, there is no provision of law but
Article 93 that could be invoked to provide rellefto
the general public or the business firm,

pretation of the languége 'where -- particularli
necessary for public interest', the condition foﬁ
conferring a non-exclusive license under,Article§914

In the above-mentioned Draft Ehﬁiﬂ:hnmﬁgt'G@id&
line, two exemplary cases have been contemplated%as
contributory to the intervpretation of the provisﬁon-
and it appears that, in the Diet se351on questlons
were focused on the possibility of running this
system p051t1ve1y only based on these two cases,
The Government's answer to this question was essen-
tlally as follows, Today, when soc1al systems have
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become highly complicated and sophisticated, judge-.
ments of values are so fluid and fluctuating that

it is impossible at the moment to cover all the
cases, nor is it appropriate to do so, This is an
entirely new field which even the government has had
no access and there 1s no precedent at all, but all
told it is the desire of the‘government to run the
system with an interpretation similar to that of
public interest under Article 29 of the Constitution,

In any event, it is anticipated that this
provision will be actually invoked and applied only
very rarely, when one recalls the fact that the
recent amendment of law was passed on the assumption
that today when a'variety of products intended for
the same or similar uses are produced and sold,
granting patents on chemical substances and others

would not have any serious effects upon national
life, ' '

As to this provision, just as with the above-
mentioned Article 92,it is highly desired that the
law will be enforced with care so that the original
aspiration of adopting the chemical product patent
practice will not be jeopardized, Rather, we hope

that no situation will develop in which this provi-
sion of law will have to be actually invoked, that
is to say this provision will remain to be no more
than a safeTguard,

Incidentally, in voting for the Bill of Law
for Partial Amendment of the Patent and Other Laws,
the Commerce and Industry Committees of the Upper.

and Lower Houses added their ancillary resolution,




For reference, an excerpt from each of these ancillag
resolutions which pertains to the arbitration for
the establishment of a non-exclusive license will

be given hereunder,
The Upper House

To ensure asmooth operation of the
arbitration practice, (the government) shall
clarify the interpretation of 'public
interest' under Article 93 of the Patent
-Law,'prepare an enforcement guideline and,
in arbitrating a case, set store by the

opinion of Industrial Property Council,
The Lower House:
(The Govermment) shall promptly study
specific procedures and take necessary

procedures so that, under product patent
'practice, there will arise no such dele-
terious effects as the expansion of market
control through the utilization of patent
rights, and the impairment of the interests
of the nation and of the medium and small
businesses due to technical monopolies,
Particularly, an arbitration for the
establishment of a non-exclusive license

shall by all means be allowed or dismissed
within six months of the date of demand,

Conclusion |
In the above report, a few problems incidental%?
to the exclusion of chemical substances, etc, from
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the list of unpatentables by the recent amendment
of the Japanese Patent Law have been discussed, It
is January 1, 1976 that the new law will actually
take effect; Prosecution of applications under the
new law will be started further one or two years
ghead and it will be much.later when disputes will
arise as to rights and tried in the Patent Office
trial procedure or in the“courts_. The practice
will be established and the enforcement standard be
set only at such a time and when the outcomes of
such developments will finally be available,
However, it is pleasing to note that sufficient
discussions have so far taken place and are taking :
place and views actively presented by wvarious groups;é
We hope that this report will be counted as one of :
them,




REFERENCE MATERIAL

° Artlcle 69 of the Patent Law

3  The effect of a patent right concerning an ;
invention of a medicine (a thing to be used for
diagnosis, medical treatment, surgical treatment
or the pr%ventlon of diceases of human beings; .
hereinafter the same in this paragraph) to be |
manufactured by mixing not less than two kinds:
of medicines or an invention of a2 method for
producing a medicine through mixing not less
than two kinds of medicines shall not extend to
an act of filling a physician's or dentist's
prescrlptlon or to a medicine made by fllllng a
physmclan s or a dentist's prescription,

°© Article 8% of the Patent Law
1, When the working of a patented invention has not
been appropriately carried cut in the State of!
“Japan continuously for not less than three years,
a person who desires to work such patented’ 1nven-
tion may demand of the patentee or the exclusive
licensee a consultation as to the granting of a
non-exclusive license, Provided, however, that
this shall not apply when four years have not 2
elapsed from the day on which the patent applica-
tion relating to such patented invention was
filed, !
2. When the consultation mentioned in the precedlng
paragraph has not successfully been concluded or
it is impossible to hold such consultation, the
person who desires to work the patented lnven—e
tion concerned may demand the arbitration of the
Director-General of the Patent Office,

° Article 92 of the Patent Law

1, A patentee or an exclusive licensee, when the
patented 1nvent10n concerned falls under the
case mentioned in Article 72, may demand of the
-other person mentioned in thé same Article a
consultation as to the granting of non—exclu51ve
license for the working of such patented inven-
tion or a non-exclusive license with respect to
the utlllty model right or the design right,
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When the consultation mentioned in the preceding
paragraph has not successfully been concluded or
it is impossible to hold such consultation, the
patentee or the exclusive licensee may demand
the arbitration of the Director-General of the
Patent Office,

The Director-General of the Patent Office shall
not, in the case mentioned in the preceding
paragraph, when the creating of the non-exclusive
license concerned amounts to unreasonably injur-
ing the interests of the other person mentioned
in Article 72, make an arbitral decision to the
effect that the non-exclusive license concerned
is to be established.

The provisions of Article 84, Article 85 para, 1
and Article 86 to the preceding Article inclusive
shall apply with the necessary modifications to
the arbitration mentioned in paragraph 2,

- 7. (Omitted)

°© Article 9% of the Patent Law

1, When the working of a patented invention is
specially necessary for public interest, a person
who desires to work such patented invention mnay
demand of the patentee or the exclusive licensee
a consultation as to the granting of a non-
exclusive license,
When the consultation mentioned in the precedlng
paragraph has not successfully been concluded or
it is impossible to hold such consultation, the
person who desires to work the patented inven-
tion concerned may demand the arbitration of
Minister of International Trade and. Industry
. (Omitted) _

° Excerpts from the Japan Patent Association's
"Requests relating to the Draft Enforcement
‘Guidline concerning Product Patents" (August 15

1975)

While the invention of a chemical analogy
process is dealt with as being devoid of inventive
step, it is hoped that this paragraph will be
deleted in its entirety,




Since product patents have now been made |
allowable, the concept of 'chemical analogy process '
which was no more than a concept advanced by a g
limited school of thought is no longer required and ;
it seems sufficient to make an objective and overall§
judgement as to the inventive step of each case as

a process invention, Moreover, even in the Examlna-$
tion Guideline, the language of chemical analogy : {
process is not’ employed and it is a dubious course
of action to list in the enforcement guideline the
things which, it seems generally difficult to Judge
if they correspond to such process and force such .
judgement, Therefore, we find no need of such a :
ftreatment,

the
o "Draft Guideline for the Enforcement of,Arbitra-
tion)' (the reference material attached to the s
%ﬂﬂ)Recommendatlon submitted by the Industrial Property
( Coun01l)

1. Procedures

(1) When a written demand for arbitration has been
submitted, a ruling shall be entered on the
success or failure of the consultation accordlng
to "the history of consultation" as stated in
the demand for arbitration,

(2) After submission of the demand for arbitration]
the demandee shall promptly be served with a
duplicate copy of the arbitration demand with ;
the period indicated during which an answer
should be filed (40 days for Japanese demandees,
Z months for foreigners), _

(3) If necessary, a personal appearance shall be |
requested of the demandant for arbitration and.
the demandee to hear the facts in the arbitra-

"tion procedure and the submission of necessary
documents be requested of them to expedite the
arbitration procedure, :

(4) As a rule within a period of one month follow1ng
submission of the written answer, a draft of |
arbitral decision shall be prepared and presentm
to the demandant and demandee,

(The draft arbitral decision shall show whether
a non-exclusive license should be establlshed
or not and if it should be established, the
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(5)

(6)

range of the license right; and as to the value
to be paid and the method and time of such
payment, consultation between the partles may
be requested)
The opinions of the demandant and demandee shall
be attached to the draft arbitral decision and
the opinion of Industrial Property Council shall
be solicited,
The arbitral decision shall be entered in
writing and transmitted to the demandant and
demandee together with the reason for decision,

2. Reguirements

1

(2)

(3)

)

Referring to Paragraph 1l of Article 83, as a
principal example of "not being worked appro-
priately", there may be contemplated a case such
that the worklng is no more than worklng on a
small scale and of nominal nature in comparison
with the size of demand,

Referring to Paragraph 1 of Article 92, the term

'falls under the case mentioned in Article 72'

is construed as meaning the case in which one

cannot work his own patented invention unless
he works someone else's patented invention, and
the relation between a senior product patent
and a junior process patent, use patent or
selection invention patent i1s construed as
satisfying this requirement .,

In rendering an arbitral decision under Artlcle

92, an award should be given the demandant for

thé establishment of a non-exclusive license in

the cases mentioned below in the absence of any
other special circumstances,

1. When a junior invention serves a purpose .
quite distinct from the purpose of a senior
invention,

2, When a Junlor invention has a pronounced

— +technical inventive step over a senior
invention,

As principal cases of "when someone else's

interest is unduly impaired" as provided in

Paragraph 5 of Article 92, the following cases

may be contemplated,

1, When a demand for arbitration is filed, as

— to the right of a superior patented inven-~
tion, by one who has made an improvement
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2. When the establishment of a noh—exclusive

(5) Referring to Paragraph 1 of Article 9% of the
law, as salients examples of " when ----- is
sovecially necessary for public interest",
there may be contemplated the following cases,

invention of minor order,
license will seriously injure the demandee's
business to such a extent as his business
can hardly be continued, '

When it is particularly necessary in fields
directly related with national 1life, securify
of goods and estates, construction of publie
facilities, etc, §
When monopoly of the patent or patents tends
to impair a wholesome development of the |
relevant industry as a whole and, as a resulf)
inflict a substantial damage on national
life, ' ' :
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Adoption of Multiple Claim System in Japan and 1

Points of Issue

l: Introduction

The ruies of practice for 1921 Patent Law

concerning the description of the claim stipulated that
"only the features indispensable to the constitution éf

b

an invention should be described in one paragraph", and

this has since then lead to give the claims in'Japanese
patent applications the natural role of defining the

invention in addition to protecting the object of the

application. Thus, the one-claim-for-one-application

system has been in practice. The revision to the
Patent Law made in 1959, however, rendered an exception
to this one-claim-for-one-application rule by estab-
lishing the Consolidated Applicatidn.System under whi?h
"more than two inventions mutually related to each |
other may be filed in one applicatibn“, and opened an
opportunity to multiple-claims-for-multiplé-inventions

system on the premise of one claim for one invention

principle.

In view of the PCT Rule which defines multiple

claims for one invention, Japanese Patent Office

concluded that amendment of the Law to avertlconflictg
g

with the said rule was unavoidable, and requested the!
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Council for Revision of the Industrial Property Rights

i

to deliberate the proposed amendment. PIPA members ié
their capacity as the members of Japan Patent Associaé
'tiQn also sat on the Council and took part in the two
vear deliberation of the subject and in preparing the
recommendation which was submitted in Sgptember, 1974{

Based on the recommendation, the Patent Office imme-

diately started the legislation and in February, 19752
submitted the draft for the Amended Law to the ordinaéy
session of the Diet then in session. The Amendment |
was approved by the Diet on May 29th and promulgated on
June 25th. Thus, the system of multiple claims for
one invention which had been pending for so many years
is finally going to come into existence in Japan as oé
January 1, .1976. It is pointed out, however,'that
this new system was adopted on the premises that the
. Law would be amended only to the extent that the
conflict with PCT provisions might be averted. Thus,.
the system may conform to the PCT Rule in form but is
-considerably different in substance from the systems
prevailing in £he United States and other couhtries.
The details and the poihts of issue are now discussed.

for the benefit of the members of this Association.
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2: Unique Features of Multiple Claim System in Japan
and Points of Issue | |
The provisions directly relevant to the
multiple glaimAsystem.in the Amended Law promulgated
are those of Articles 36 and 38. (Parts amended are

underlined).

Article 36: (Appliéation for Patent)
Paragraphs 1 to 4 remain unchanged.
ﬁaragraph 5: The cléim under Paragraph 2,
Item 4 shall state only the features indispen-
sable to the constitution of the.invention
described in the Detailed Description of

Invention. However, the concomitant descrip-

tion of the embodiments of the said invention

is not barred.

Paragraph 6: The description in the claims in

accordance with the provision of the preceding |

paragraph should be made in accordance with

the Ordinance of the Ministry of International .

Trade and Industry.

Article 38: (One ApplicatiOn for One Invention).

An applicétion for patent shall be made for
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each invention. However, the invention having
the following relation to the invention: de-
scribed in the claim (hereinafter referred to
as "the specifiéd invention") may be applied
for patent in the same application as the
specific invention.

1; Invention of which substantial part of the
features indispensable to its constitution is
the whole or the substantial part of the
features indispensable to the constitution of
the specified invention, and which achieves the
identical ?urpose as the specified invention.
2: In the case when the specifiéd invention is

the invention of a thing, the invention of a

-method of producing the said thing, the

invention of a method of using the said thing,

the invention of machines, tools, devices, and

others for producing the'said thing, or the

invention of a thing which exclusively utilizes

the specific characteristics of the said thing.
3: When the specifiéa invention is the inven-
tion of a method, the invention of machines,
tools, deviées and others directly used in the

practice of the said invention of the method.
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The Amendment thus removed the limitation of
"one claim for one inﬁentionJ and now approves.to
claim various embodiments of one invention in the
application. At the same time, the amendment further
enables filing of a use claim which was not approved
to consclidate with a thing or method invention
previously, but only when it is filed with the appli-
cation for the invention of a thing.

The.multiple claim system in Japan is further
explained in view of its substantial differences from

that of the United States.

2-1) Concept of one invention and multiple claim sysﬁé@
One encounters extfeme difficulties in choosiné
the standard for defining the unit for one invention. |
In the United States and European countries, the
definition seems to be made comparatively freely and
extensively without giving too much thoughts to the

category under which a c¢laim may fall. However,

i

Article 2 of the Patent Law defines inventions classi- .
fied into those of the thing, of the method and of the
method of manufacture.of the thing, aﬁd it generally
practices classifying the invention accérding to its
category and éf régarding the plural claims in one

category as separate inventions if there was recognized




the inventive step among the claims.

We.advised that such a practice should bé
abolishéd and the concept of one invention should be
extended to the level of the United States and
European counﬁries in the revision of the Law, whereas
the Japanese Patent Office took the position that such
a ¥evision would require a radical change in the
judicial administration and practice and cause confu-
sions, and further that the present Japanese Law which.
‘adopts the consolidated application system would not
conflict with PCT Rules, since PCT Rules define only
the scope of one application and leaves the decision
of treating the same as one invention or multiple
inventions to the discretion of the respective‘govern-
" ment. Thus, it was concluded that the concept of one
invention would not be changed.
| The report on this subject at last Kyoto
Congress mentioned that the Japanese Patent Office
would not.change the concept of one invention, but
would t:eatjthe plurai claims in thé same category
which would fall ﬁndef the Proviso to.Articler38 of
the present Law as one invention. The amended Law
left the said Proviso, Section 1 of Article 38 intact,,

and thus cancelled'such a treatment, leaving the
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‘concept of one invention wholly unchanged.

2-2) Unity of Invention and Consolidated Application

The Patent Office left the system of consoli-

dated application unamended,'but amended Article 33

partially in order to recognize the consolidated

application for use inventions provided that they may

be consolidated only with the invention of the thing,

thus averting the conflict with PCT Rule 13 on the

unity of invention.

As discussed .in the preceding section, the

concept of one invention remained unchanged and thus

there is a demand for novelty and inventive step among
plural inventions filed in a consolidated application
(those inventions being of the same category or of the
different qategories) so that they may constitute

separate inventions.

The Patent Office maintains that the examining

manual would be applied in examining Ehe_identity of

invention as concerns the differences among plural

inventions filed in one application. This will not

alter the situation that plural inventions which may be

allowed to exist in one application in other countries .

are subject to a limited scope of allowance in Japan.
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Although our Assoéiation urged the Patent
Office to reconsider their handling of pluran inven-

tions in one application so as to eliminate such

imbalances, we are rather pessimistic about the
possible remedy to this point, particularly in view of

the above mentioned scope of the amendment. We might

add that the system of patent of addition which has |

a similar effect to that of Terminal Disclaimer of th%
United States would not be useful as a remedy to theg
above situation since the Séme types of the examininé
manual will be applied on the examination of differ—%

ences between the invention of the original applica- |

tion and that of the additional application. §

31 Operational Standard Concerning Multiple Claims

The Ordinance of MITI (Enforcement regulatioés)
will stipulate the method of describing claims afteri
the multiple claim system comes into effeét as provided
by the Patent Law, as amended, Article 36, Section 6€
In July, Japanese Patent Office published "Draft Opeéa-
tional Standard on.Mu1tiple Claim System" describiné
the manner of_fq;ﬁulating claims and filing the con-

solidated applications. This cancels our report on

"Draft Operational Standard on the Multiple system"
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made at the last Kyoto Congress.
We shall briefly introduce the Standard
(draft) published recently and hope that‘this will

prove of some assistance to the members of PIPA,

3-1: Operation of Multiple Claim System
(1) Descriptibn in the Claim

The afore-mentioned revision of Article 36 of
the Patent Law prescribes that the Claim ﬁay disclose
"embodiments of the invention" in addition to "the
features indispensable to the constitution of the
invention".

The operational standards explains on the dis-
closure of the Claim as follows.

"The part of the claims which describes the
features indispensable td the constitution of the
invention” will be defined as "indispensable componentsé
ciaim" (hereinafter referred to as “Main Claim") and |
"the part describing the embodimenté of the invention”
will be defined as "embodiment claim” (hereinafter
referred to as "Sub'Claim“), the Main Claim being des-
cribed in an independent form and Sub Claims in a
dependant form.

In the Claim, the Main Claim will be described




major points of amendment, and is defined as describi

éeparately from Sub Claims, each of the claims be%ng
geparately paragraphed and numbered serially.
a: Description in the Main Claim

It is defined that all the indispensable
features of the invention described in "the Detailed
Description of Invention" should be disclosed clearly
and briefly. When the featurés indispensable to the
constitution of the invention are equivalent to each
other and cannot be expressed integrally, such an
alternative.expression as "or" may be used. Markush
claims may also be relied.
bs Deséription in the Sub Claims

(1) Sub Claims should describe the features
themselves indiépensable to the constitution of the
invention with the_technical limitations imposed on
them and embodied concretély.

(2) A Sub Claim éhduld describe one embodimer
of the invention.

(3) A Sub Claim should be in a form dependant
on the Main Claim or in any one of the preceeding Sub

Claims, and should be described élearly and briefly.

The concept of Sub Claims constitute of the
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the features themselves indispensable to the constitu-

tion of the invention with the technical limitations

i

imposed on them and embodieq concretely in the item

W

(1) above. Thus, they are liable to be subject tp the
minor concept of the matters described in the Main
Claim. We plan to ask the Patent Office for their
flexible operation of this subject s0 as to suit the
scope of the provision of the Sub Claime as;mentioned:

in PCT Rule 13.4,

(2) Detailed Desefiption of Invention

The operational standards (draft) states the
fellowing in respect of this subject;

| (1) The purpose, constitution and effect of

‘the claimed invention should be described in details
sufficient enough to those skilled in the aft to
practice the art easily. |

(2} The features described in Sub Claims shoul
be clearly stated also in “Detaiied Description of
Invention". The significance of limitations in the
Sub Claims is nof specifically required to be expleined

in the "Detailed Description of Invention".

Although the significance of limitations is not
: s

specifically required to be explained in "Detailed
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Description”, it may be desirable for the applicant to
describe the purpose, constitution and effects of
these matters in the specjfication so as to sufficient--
ly defend the attack on the lack of inventive step,

etC. o

(3) Official Rejections on the Ground of Violation of
Multiple Claiﬁ System |
| The amended Law provides an addition under
Article 36, Paragraph 6 to the reasons of rejection
under Article 49 of the Patent Law, and also under
Proviso to Paragraph 5 of Article 36. Thus, the
practice‘concerning rejections in examination is.now
changed to the following. However, Paragraph 6 which
provides the violation of formal requirements in the
claims and Article 38 are both operated only as the
grounds for the official rejection and not for the
tOppOSitiOnS or the invalidation trials.
(1) Not meeting the requirements of Paragraph 5,
Article 36. ) |
(i) When the disclosures in the Main Claim and Sub;
Claims are beyond technical comprehension, and
Iii) when thé disclosures in the Main Claim is not

limited to the features indispensable to the
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constitution of the invention disclosed in the

Detailed Description of Invention.

f2) Not meeting the requirements of Paragraph 6,
Article 36.

(1) When it is recognized that the Main Ciaim and

Sub Claims are described not sepérately,

(ii)rwhen it is recognized that plural embodiments

ére described in a Sub Claim,

(iii) when claims are not numbered serially,

(iv) when the Main Claim discloses the features

related to more than two inventions,

(v) when the Sub Claim described in a.dependant

form describes the features indispensable to the

constitution of the invention other than that which

is desc;ibed,in the Main Claim on which the Sub

Claim is made dependant,

(vij when the Sub Claim mentions the Main Claim

other than which it is dependant,

(vii) when the Sub Claim dependant on the Main Claim

describes the features corresponding to a pararell

concept to the features defined in the said Main

Claim with only a part being replaced and

(viii) when the description of claims falls under
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any one of the following, () -_GD , and is recog-
nized as not being clear or briéf; ‘

C) when there are more than two claims expreséed:

indentically;

C) when there are more claims than justifiably
so to one.invention because of the claims which
are only slightly different from each other or
substantially the same;

(:) ﬁhen a Sub Claim dependant on more than one

i

other Main Claims (multiple dependent claim) doe§
not refers to such claims in the alternative onli.
‘, When multiple dependent claims serve as a basﬁj

for any other multiple dependent claim.

3-2: On the Operation of Consolidated Application

system

‘As has been explained in the above, the con-
solidated application under the Proviso, Article 38

of the Patent Law continues to exist, and the Proviso

being extended and applied in respect of use inven-
tioné.l And the.Sub;ClAims under the newly adopted
Multipie Claim System are now allowed in respect of
.each Main Claim éonsolidated in one application, and%

each Main Claim may have one or more than two Sub
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Claims being depended on.

{l) Two or more than two inventions which may be

consolidated in one application.

The inventions mentioned under (a) to (d) may
be filed in one consolidated application under the
present Patent Law, and those mentioned under {e) to

(£) maj be filed in the similar application under the

Law amended.

a: An invention and other invention(s) which

has, as its substantial part the features
indispensable to the constitution of the

invention, the whole or the substantial part

of what are indispensable to the constitution

of the first invention, and which achieves the
identicai purposes. _
_[ﬁote]: this falls under PCT Rule 13.3, Claims
of one and the same category. This also

includes the case where a species invention

belonging to the genus invention belong to a
selective invention.

b: The invention of a thing and the invention
of a method of manufacturing the thing.
[Notel: this falls under PCT Rule, 13.2 (i).

In addition to machineries, tools, apparatus,
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parts, chemical compositions, circuits, the
revised Law cites chemical substance,
medicines, foods and bevarages as examples of
the thing. The examples of the consolidated
~applications as discussed in this section are
illustrated in the appendix, Claims 1 to 3 and
4 and 5 of Exémple 2 and claims 1 to 3 and 4
to 6. of Example 3.

o} The_invention of a thing and the invention
of'machines, tools, apparatus, etc. for manu-
facturiné thé thing.

[Note]: this combination is the same as that
of PCT Rule 13.3.

d: The invention of a method and the invention
of machinéries, toolé, apparafus, and other-
things directly used in practicing the method.
e: The invehtion of a thing and the invention
for use of the thing.

[Note]: this provision was introduced as a
result.bf the revision to avqid the conflict
with PCT Rule 13.2, (i). This is exemplified
by the inventioh of chemical substance A and
the'inﬁentidh of insecticidal method using the

. chemical substance A, or the invention of a
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prime motor and the method of controlling the

said motor.

f: The invention of a thing and the invention
of a thing which exclusively utilizes the
specific characteristics of the thing.

[Mote]: this also corresponds to PCT Rule,

13-2-(i)., and is exemplified by the appendix,

claims 1 to 3 and 8 to 12 of Example 3. The

Patent Office criginally maintained that this

provision would be applied only to the use
invention of a novel chemical substance. We

have proposed that this may alsc be applied

to "a transistor and an electronic circuit

incorporating the same” etc.

The issue of‘consolidating thé claims defining
"combination" and the claim defining "sub combination™
had.been contemplated, but.was excluded from thé con-
solidated applications. Therefore, it is impossible to

file an application for "a rader system, a rader trans-

mitter and a rader receiver" as in the case of US

Patent No. 3154782, nor is it possible to offer a

complete relief even i1f they were filed in separate

applications.




(2) Describing Sub Claims in a Consolidated Applicatig

a: Inventions being filed in a consolidated
application should identify their respective
indispensable features in independent claims.
[Note]l : refer to the appehdix, Claim 1 of
Example 1; Claims 1 and 4 of Example 2, and
claims 1, 4 and 7 of Example 3. On descrip-
tion of the claims of the inventions defined
by the Proviso tb Articlé 38 of the present
Law, citation of the first claim in the second
~and subéequent claims are allowed, but this
will not be allowed in the revised Law.

b: The embodiments of the respective inventions
should be described in the Sub Claims depend—:
ant on the Main Claims which describe respéc—
tive inventions.

[Note] : réfer to the dependant claims of the
examples in the appendix.

c: All the claims should be numbered serial
numbers using Arabic figures.

[Note]: this is entirely identical to PCT Rule

6.1(b).
3-3: Multiple Claim System Applied to Invenﬁions of

-120-




Chemical Substances, Medicines, Foods and

Bevarages
The amendment to the Law provides patenting of
the inventions of the chemical substances, medicinesf

foods and bevarages. Following comments are made on

the description of these inventions in the Main Claim

and Sub Claims based on the standard (draft) published

by the Patent Office..
(1) Consolidated applications for the invention of

chemical substance and description in Sub Claims.

a: Description in Sub Claims

Concerning a Main Claim integrated in a form of

a general formula (chemical structure formula) o

the major concept, or a Main Claim having the

identical chemical features and the similar pro-

perties, and expressed in an élternative form as
in Markush claims, following is noﬁed:

(i) individual chemical substances incorporated
in the general formula or alternative expression

or

(ii) the chemical substance which is covered by
‘the minor concept included in the said major
concept may be described in the Sub Claims depen

dant on the said Main Claim.




b: Consolidated applications
The following inventions should be described in separate
Main Claims and they may be filed in a consolidated
application,

(1) inveﬁtion of a chemical substance and an invention
of one oi‘ more processes for manufacturing the said
substance. |

(ii) an invention of a chemical substance specified
‘partiallf' by the process for 'ma.nufa.ctur';ng the same
(product by 'pr;)cess claim) and an invention of the
process,

(ii.i) an invention of a chemical substance and an invention
of ohe or more things which exclusively utilizes the
-specific characteristics of the said chemical substance.
[Note] : the invention of the thing which exclusively
utilizes the specific characteristics of a chemical sub-
stance is exemplified by the following;

(1) the invention of a composition comprising the said
éheﬁnic:al substance and which clearly states the s_'peci_fic
ruée achie.va.ble only'by utilizing the specific characteristics_

of the said chemical substance.
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(2) the invention of a composition containing the
said chemical substance and which clearly states

the specific use and the object of the said invention

is achievable only by utilizing the speci'fic characteristics

of the said chemical substance,

(1v) the invention of 2 chemical substance and an
invention of a method of utiiizing the said chemical
substance.

[ Note ] : the process for manufacturing other things
(substé.nces) using the said chemical substance can
not be included in one application because of the lack
of the unity of invention,

(ii1) and (iv) may be filed combined in one appli-

cation

Invention of Medicine

a: Description in Sub-Claims

The following instances may be described in the Sub.
Claims dependant on a Main Claim which claims an
invention.of a2 medicine:

(i) Medicine of which effective component is same or




‘of the minor concept and its use as a medicine is same

or of a minor concept.

[ Example }

Cla.i'rﬁ l: Anthelmintics composed of chemica
substance A

Clai'm.Z: : Anthelmintics of claim 1 which is
used for eliminating ascaris,

Calim 3: Anthelrnintiés of claim 1 which is

used for eliminating hookworms,
(1) Medicine which is a mixture of one effective com-
ponent or a self-evident component for preparing the
_lcom-position ar;d having a ‘medicinal use same or of a
minor concept,
iii) Medicine providing a conventional usage,.
[ Note ] : this is exemplified by example 3, claims 7
to 8 vs. claims 9 and 11,
b: Consolidated a-ppiication,
The following instances may be consolidated in one
application by describing them in another Main Claims:
(i) invention _'of_'a medicine and an invention of a an

unobrious usage of said medicine.
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i) An invention of a medicine and an inventioﬁ of a
medicinal composition which is a mixture pf the effec_tive.
component of the said medicine and an unobrious component
and having an identical medicinal use.

(1ii) An_invenfion of a medicine and an invention of a

process for preparing the same.

[ Note ] : An invention of a medicine defined by a specific

H

process for preparing the same and the process are deemed
to be identical inventions. Therefore, only one Main Claim
may be allowed in this case.

(iv) An invention of a medicine and an invention of an ap-

paratus for the 'manufacﬁlre of the same.

(v) An invention of a method for preparing a medicine by

mixing more than two medicines {(invention of dispensing)  and

¢

an invention of apparatus used for the said method. i

Invention of Foods and Bevarages

a: Description in Sub Claims

The following iﬁétances may be claimed in Sub Clé.i‘m_s.
cieiaendant on one Main Claim in the case of foods and

bevarages,




(i) Specific forms of foods or bevarages.
(ii) Soecific components of foods and bevarages.

(iii) Specific uses for foods and bevarages,

(iv) A composition concerning foods or bevarages com-
prising said compound and conventional deluents or vehicles.
b: Consolidated applications
The following instances may be claimed in separate Main
Claims and filéd in one consolidated a'pp]icationf
(1) An invention of foods or bevarages and an invention
of another foods or bevarages utilizing them.
(ii) An invention of foods or bevarages and an invention
of.manuia.cturing method for them.
(iii) An invention of foods or bevarages and an invention
of manufacturing apparatus for them..

(iv) An invention of preparations concerning foods or
bevarages a:r_ld an invention of the method of manufacture
for them.
(v) An invention of preparations for foods or bevarages
and invention of its method of use.

‘(vi). An inventif:o'nl of pre-paration concerning foods or

_bevarages comprising a single compound and an
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invention of a composition comprising the said
.compound and non-axiomatic component with speci-
fied use.

[Notel: In our report delivered at Kyoto meeting,
the case.of Section (i) was discussed as being
regarded as identical inventions. However, the
amended Law consider them as separate.invéntions

for which a consolidated application may be filed.

§ 3-4: On Related Systems

§a: Invalidation Trials

Discussions were made on the intermediate
freport of the Council at last Kyoto angress;
EBasically this remains unchanged in the Operational
iStandard (draft) published recently.

An invalidation triél is to be prosecuted in
:resPect of each invention. Those demanding the invali-
dation trials should descfibe the inventions for which
}the invalidation of a patent is requested in the
écolumn of “Summary of Demand". If the reasoné for
%invalidation ceased because of the deletion made by
fthe patentee in respect of a part of the claim by the
?amendment trial, the patent right would then continue

iin respect of the invention described in the remaining
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claims.

b: Trial

Ags reported by last Kyoto Congress, this_élsg
remains substahtially'unchanged. The following poinﬁ_
are noted in the Operational Standard (draft) in res-'

pect of multiple claim system.

‘'remaining pararell Sub Claims may be para-

for Amendment

H
i

¥

(lf Deletion of a cléim is one form of restﬁ;
tion of the claim and does not constitute az
substantial change oﬁ the scope of the inven
tion,

(2) Increase in the number of claims by the
addition df new claims is ﬁot allowed.

(3) When plural Sub Claims depending on one
Main Claim are in a pararell relation, and
when the Main Claim having the cause for -
invalidation is deleted in the amendment triﬂ

1) the technical idea contained in the

phrased in a new claim by alternative phrase

provided that they constituted one invention
at the time of filing, and the patent right is
deemed to continue residing in that one inven

tion.

2) The technical idea contained in the
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remaining pararell Sub Claims may be para-
phrased in plural independent Main Claims,
provided that they cohstituted plural inven-
tions at the time of filing, and the patent

right is deemed to thtinue residing in those

plural inventions.

In the above cases, the.number of inventions
would be considered to have increased by the nuﬁber'of
increased independent Main Claims and the patent fees
.ih respect of the increased inventions should be paid.
¢: Patent of Addition |

This system is to be left intact and the use
invention is now allowed to be covered by the addition
to a patent of a thing, now that Article 38 as amendeﬁ
includes the use invention as the consolidation with
a ﬁhing.

d: Relation with Opposition and Invalidation Trial

Under the present Patent Law, violation of
‘Article 31 which defines the requirements for the
'patent of addition and Article 38 which defines the
.unity of invention may constitute not only the reasons
for rejection but also those.for the opposition. The

 former constitutes the reason for invalidation.
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The am=nded Law provides violation of these provigidns
to be the causes only for rejection and not for the
dpposition or invalidation (Articles 55 and 123).
On the other hand, violation of Article 36,
Paragrapﬁ 5 is deemed to constitute the reasons for
réjection, for opposition to patent, and of invalidé
:tion. Thus, if-the Sub Claims carried something which
was.not an embgdiment of the invention, and if they
were eventually allowed in the prosecution, there wduld'
remain the ground for invalidatidn by the 0ppoSition

by the demand for invalidation. Accordingly, the

2
i

applicant should take sufficient care in judging
" whether the disclosure in the Sub Claims constitute %he

embodiments or the disclosure in the Main Claim.

3-5: Uﬁility Model and Multiple Claim System _

As.reported in our'Kydto meeting, a multiplé
claim systém is now allowed also in respect of the
Utility Model Law. The Law is similar to the Patent
Law in its legal system.i'The amended parts (under-;

lined in the following passage) read as follows.

Article 5:

4

(Paragfaphs 1 to 3 remdin unchanged).

4: In the Scope of Utility Model Registratiéq
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Claim as mentioned in Section 4 of Paragraph
2, only the features indispensable to the con-
stitution of the invention described in the

Detailed Description of the device should be

described, however description of the embodi-

ments of the device is .not barred.

5: The description in the Scope of Utility

Model Registration Claim in accordance with

the provision of the preceding paragraph shouldg

be made in accordance with the Ordinance of the;

MITI.

Based on the above, the Operational Sﬁandérd.
{(draft) explains that the description of claims, etc.
~should be made similarly to the Patent System.

-However, under'the Utility Meodel S&stem which does not
recognize the consolidation application for a plurality;
:of related inventions, there arises the following . |
problem in the amendment trials after registration.

fIt is not possible to prosecute the amendment trial
successfully sc as to cause one application to contain

- several inventions. Therefore it is understood that
‘the Main Claim may be deleted in the amendment trials

-only when the remaining claims can be incorporated in




one independent Main Claim expressed in the alternati

expression using "or" or in the Markush claims.

3-6: APPENDIX
Example 1:
1: Title of Invention

Apparatus for preventing oscillation of ce

trifugal hydrcextractor
2: Scope of Patent Claim |
l: In the centrifugal hydroextractor'in whic
driving ﬁotox is attached to the box via springs
a hydroextract@r basket is fixedjto the rofating

of the said driving motor, the apparatus to preve

balance ring.
2z An apparatus for preventing oscillation of h
exﬁractor basket as claimed in Claim 1 in which th
.balance ring is attached to the upper end of the
basket. -

3: An apparatus for preventing oscillation of hy
extractor basket claimed in Claim 1 in which the

balance ring_is attached to the lower end of the

basket.

4 An apparatus for preventing oscillation of
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hydroextractor basket claimed.in Claims 2 or 3 in
which the balance ring attachment with a b

shaped cross section on the basket and a sectioned

balance ring on the periphery are attached to the

basket.
5: An apparatus for.preventing oscillation of hydro4
extractor basket claimed in Claim 2 in which the upper
end of the basket is bent outwardly in a reversed U ?
shape and the balance ring is inserted therein.

6: An apparatus for preventing oscillation of hydro-
extractof basket claimed in any one of the Claims 1

to 3 in which the basket has stepwise portions on

which is attached a balance ring.
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bearing

hydroextractor basket

hydroextractor basket
portion for attaching a balance
balance ring

rivet

top portion of reversed U shape

end of a balance ring
step portion for attaching a balance ring

oscilation center of a hydroxtractor basket

‘Example 2:
Title of Invention
Automobile handle and the method of manufaétur—'
ing the same

Scope of Patent Claim

An automobile handle of which metal frame is

having poreless sheath.
claimed in Claim 1 in

a foamed polyurethane.

claimed in Claim 1 or 2




in which the metal frame is placed in the mould, th
sheath consisting of poreless plastic material is
formed inside the mould away from the metal frame a?dz

the plastic is foamed between the metal frame and the

sheath.

" claimed in Claim 4 wherein the foam plastic material
is foamed after centrifugally moulding the outer
sheath so that the space between the metal frame and

the outer sheath is completely filled.

EXampie'B:

Title of Invention

Indane Derivative, Method of Manufacturing
Indane Defivative_and Surgical Disinfectant

Containing Indane Derivative
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Scope of Patent Claim

1: An indane derivative represented by the‘generaf

formula:'

wherein R represents a hydrogen atom or a lower alky{

group. : _ 5

2: An indane derivative claimed in Claim 1 by the

general formula:

O— CS5—NH

wherein R represents a hydrogen atom or a lower alkylé
group.
3: An indane derivative claimed in Claim 1 or 2 whiech

is the compound represented by the formula:




0=~ CS—NH

Hy

4: A nethod of manufacturing Indane derivative

represented by the general formula:

Ow- C5—NH

wherein R represents a hydrogen atom or a lower alkyi

group

which comprises reacting aniline and the compound

represented by the general formula:ﬂ
0—CS—Cl:

- R

wherein R represents the same meaning as above in an!

alkaline medium.

5: A method of manufacture claimed in Claim 4

wherein the alkaline medium is an inactive solvent

-138-




and alkaline substance.

A method of manufacture as claimed in Claim 5
wherein the inactive solvent is acetone and the
‘alkaline substance is sodium hydrogen carbonate.

A surgical disinfectant containing Indane

derivative represented by the general formula:

0~ CS— NH

wherein R represents a hydrogen atom or a lower alkyl
group.

A surgica; disinfectant c¢laimed in Claim 7.
wherein the Indane derivative is a compound repre-

sented by the formula:

0 — CSs— NH

H3

A surgical disinfectant claimed in Claim 7 or

8 in the form of an ointment.

10: 2 surgical disinfectant claimed in Claim 7 or 8




of which base for ointmen£ is polyethylene glycol.
11: A surgical disinfectant claimed in Claim 7 or
which is in a form of solution.

12: A surgical disinfectant claimed in Claim 11

containing propyrene glycol as solvent.
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Committee No.l
Jupanese Group of PIPA

The modes of examination of trial practices in the Patent
Office of Japan ' '
1l. General _
As will be‘seen from Reference Material I, the
invention described in an application filed with the

Patent Office of Japan is examined by an Exeminer and,
if rejected by him, the applicant demands a trial in
which the case is reviewed by Appeal Examiner. In
this respect, the system is almost like that of the
UnitedStates. However, there are some differences,

such as the examinetion of the opposition filed
during the publication period and the review in an
invalidation trial instituted after registration of

a patent, and so on. By the amendment of the Patent
Taw in 1970, the early laying-open and examination
request practices were introduced, thus creating
additional and substantial differences from the

Americen practice. On the other hand, a practice
resembling that of the United States has also been
incorporated by the introduction of the so-called

pre—examinzticn system which is such that the appli—g
cation is turned back to the examination procedure i?
it is amended at the time of filing a demand for trial

against the rejection ruling.
In any event, the patent system of Japan and the

i
!
i

‘enforcement practice therefore may be said to have
been oriented toward the establishment of a setup :
capable of dealing wiith the present deluge of appli-|
cations with high efficiency.




In the following, the various modes of examination
and trial practices will be briefly explained.

2, Various modes of examination anéd trial practices
2,1l. Oral interviews
As set out in Reference Material I, the appli-
cant is permitted to bhe interviewed by the Examiner
or the Appeal Exsminer(s) in the examination or trial
procedure. A4s will be seéen from Reference Material II,
Examination Guide, an interview is had, as a rule, on
request of the Examiner or of the applicant when or
after the Examiner has started examining the appli-
cation. As the procedure to be followed, the Examiner's
request is transmitted to the applicent by means of
Porm-1, and when the applicant fequests an interview,
he must obtain an appointment. In either case, the
contents of conversations on the interview are recorded
on Form-2. However, in this interview, no amendment
of the specification is allcowed and, accordingly, if
any amendment is necessary, a formal written amendment
must be filed later. _
| According to a Patent Office survey, the applicants!
requests for interviews outnhﬁber Examiners' requests,
and the number of requests by foreigners is particularly |
large probably because they tend to think of the inter-
views just as they view their domestic counterparts.
It was also found that interviews did not necessarily
lead to satisfactory results but rather confused the
‘Examiners ané prolonged the prosecutions.’
2.2. Telephone interviews
Telephone interviews are as a-rule invoked by the
Examiner and utilized for the purpose of guestioning
~the applicant when it is difficult to obtain an overall
or partial view or understanding of the invention.
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The Examiner would accept the applicant's request
but, as it appears, such requests are not welcomed and
chances are that the Examiner files a memorandom of the
applicant's explanation.only when he deems fit and nec-
- assary.
2.3. Demonstrations A

Although a demonstration may prove a very effective
tool under ceritain circumstances for explaining the
utility and value of an invention to the Examiner, it
is quite rare that a demonstration is demanded by the
Examiner and the majority of demonstrations are proposed
by the applicant. When the applicant expresses to the
Examiner his desire to institute a demonstration by
means of slides, a motion-picture, a model or the like,
the Exeminer studies the contents of the application
in the first place and, if he finds it necessary, gives
a permission. HNeedless to say, a demonstration is a

means for assisting the Examiner in his understanding %
of the invention per se, the effects thereof, the %
difference of the invention from the cited art and so
on. It is futile to try persuading the Examiner by a
demonstration on the matters beyond the disclosure in
the specification, etc. The Examiners seem to be
especially careful in this respect and, in some cases,
an excessive demonstration could leave an unfavourable
impression in the Examiner's mind. _ g
2.4, The claim language suggested by the Examiner %
In the former practice, it was of'ten experienced 3
that, on the occasion of an oral or telephone interview,
the Examiner suggested to the applicant a language of
claim appropriate in view .¢f prior art. Recently, such

cases are seldom encountered.
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2.5 Referral to a supervisor (Chief examiner) Q

3.

. not assist in theprosecutions but rather hinder them énd

Judgements as to technical matters in the-presecutﬁsf
of each case are délegated to the Examiner and, in this :
respect, there is nothing the applicant has to consult |
with the Chief Exsminer. However, when the applicationé:;
is to be rejected, the Chief Examiner is obliged to che@{f
on the legal matters such as the question of whether or§i’
not the provision of law invoked by the Examiner is apph-}
priate and, in this respect, it can be said $hat there is§
r00m.for, end a merit in, the applicant's consultation |
with the Chief Examiner. As & matter of fact, however,
it is doubtful how much advantageous resulis such a
consultation will lead to. -

In gddition to the above functions, the Chief
Exeminer has the responsibility and authority of
coordinating the fields (classes) of which Examiners
will be in chgrge and the examination levels, for
instance. |

Conclusion §

In the foregoing, each case has been briefly explé' :
In light of the present situation in Japan, which requinsf
procesgsing of a large number of applications on the pa}t :
of the Examiners, any approach to the Examiners and Ap%wlf
Examiner that will lead to the promotion of examinatioi :
and assist in the understanding of inventions will beg
highly welcomed in any instance, and the resulis wi11§
also be pleasing. ;
However, interviews and demonstrations which are§

ummecessarily too frequent or too much prolonged wouli

lead to resu1ts unfavorable to the applicants, and itén;




of course necessary to take a careful atti_tude in this
matter. -
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Table 3 Procodure from epplication to trial

l Applicaiion [

Reference 1

1

" Ryquest for ‘

esxamination

w Nb-.requen for
examinklion

l

I
Examins t{on_J [

Withdrawal _'i

intarviov—‘)[
° .

]

Notifleation of rea«
son for rejection

Publication of
- applieation

R

Filing of opposition
to grant of patent

Daclsion o grant | Doclsion 10 rejoct
patant | application
’ Registraton I l "Demand for trial ,

intarview-)[ Appoa! examination ,

[!l Laying open

to public inspcction‘]

{18monthy afte

Re-examination
before trial

/\

r application date)

Designation of
Appeal examiners

Detision lor
of patent

grant

[ Appeal f)ecis!onl _

Appoal to Tokye
High Court

Appesl to Supreme
Court

Note ¢ MThess do not apply'to deaigna and trademarks,
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'Reference ¥aterial IT

20.0¢cA
- Interviews by Examiners .

1. Purpcert of Interviews : i,
Although exeminations of patent applications should

as a rule be made based on written statements, there méy
]

be cases where an interview could serve to accelerate
the prosecution of the applicaticon and therefore inter}
views are to be had in such cases only. :

2. Cases where Interviews are Permissible
(1) Where the examiner demands an interview
a) The examiner can demand the personal appearance
of and an oral explanation by the applicant,

attorney or agent in such an instance where in
examinihg a patent application the invention can
hardly be understood due to complexity of the |
art concerned, overwhelming volume of the speeci-.
fication, response or other papers, or for other
rezssons and where it appears certain that an
interview with the applicant or attorney'would
serve to expedite the prosecution. _
‘hen the applicant or attorney resides at a
great distance, it should be so arranged that
the appearance may be made uiilizing an oppor-
tunity of the applicant or aitorney coming up

to Tokyo, for instance. R
In an opposition case, if it gppears sure thatm:
clarification of the positions and contentions
of the concerned parties and/or summarization.of




(2) Vhere the applicant or attorney reguests an

the relevant evidence(s) at an interview with
both parties or attorneys could serve to accele-
rate the examination, the examiner may regquire
both parties or attorneys to appear before him
and make verbal explenations.

Such an interview should be had only when both
parties can easily make their appearance or haye
indicated their intention to appear. Appearan?e
of the parties residing at remote places should no

be compelied.

interview.

Vhere the applicant or attorney has requested
an interview, the examiner should inquire aboup
the necessity of the interview, and when it
gppears certain that the interview could serve

to advance the examination by breaking down mis
understandings or by deciding or pointing up‘/
specific issues, the examiner should permit th}
interview. |

Accordingly, as a rule, an interview is permis
sible only after the start of the examination.
. In other words, not only interviews prior to
filing but alse interviews that are solely for
the purpose of illustrating the contents of an
invention disclosed in a patent application
prior to the start of the examination should
not be permiited. ' %
This rule, hoWever,'does not apply to cases whéreQ
the examination is to be started in the near 3
future and where it appears an interview could
serve to expedite the examination.
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Interviews that are merely for the purpose of
sounding out the examiner as to the patentabilitﬁ
of an application are also not permitted, whetheﬁ
the examination has been started or not. ' ?
"hen one of the parties involved in an 0ppositioﬁ
case has requested an interview for the purpose |
of illustrating the substance of the case, the
examiner should decide ﬁhether an interview
should be had or not after consulting the chief
examiner, for such an interview might be unfair

in opposition cases waiting for judgement.

3. Persons that can have an Interview

(L) Where an assistant examiner is in charge of the
application, the interview should be had in the
presence of an examiner,

(2) Persons that can have an interview are the party
(parties) concerned, its (their) attormey(s) or
agent(s), and/or those recognizable as duly

“authorized by the party (parties) concermed or.
his (their) attorney(s) or agent(s) to have an
interview therefor, such as the person who carries
g power of attormey or a copy of application

papers.

4., Steps to be taken prior to an Interview and Prepa-
ration on the part of the Interviewer (Applicant
or his Attorney or Examiner). _ _
(1) Prior to an interview, the examiner or the appli-
cant or attorney should notify or make arrangement$
with the other party, as by letter or telephone :
call, as to the subject of the interview, date andg

)
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hour, number of interviewers, time required and
50 on.
Notifiecation of an interview from the examiner

should be mzde according to Torm 1 annexed hereto.

(2) At the time of accepting a request of an interview,
the examiner should demand that the applicant or
attorney should be fully prepared to discuss the
issues so that the presentation at the interview’
may be simple and plain and be finished in a time
as shori a2s possible. '

5. Place and Time of an Interview
(1) An interview should be had at a fixed place during
office hours. '
For an interview to be had at a place other than
the fixed place, permission by a superior officer
should. be obtainead.

6. Cares to be taken at an Interview
(1) Since examinations are to be conducted with regard"
to formally submitted specification, drawing,

amendment and/or argument in writing and/or other

documents, verbzl explanations or discussions

should be made on the basis of these documents.
(2) As a result of such explanation

a) Where any defect in statement is found on any of
these documents, the examiner may require amend-
ment thereto. ' ‘

b) Where no defects are fournd in the statement on
these documents but the explanation given covers
those matters that are not described in the
relevan% document, such as an explanation for
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giving some background knowledge about the cons-
titution or egsence of the invention, the examiner
may reguest the submission of a written state-~

ment concerning such matters, if necessary.

Even when a discussion and/or amendment has been
made orally against a notification of reasons
for rejection or order fér amendment issued
beforehand, submission of a written argument:

or amendment cannot be .omitted.

Substance of Interviews, llow Recorded.
(1) The result of an interview should be entered in

a form (Form 2 annexed hereto), which in turn

should be put in the file wrapper.
As far as possible, entry of such should be made
by the interviewer (applicant, or attorney or

agent ). _

(2) If the interviewer has suspended an immediate
response to the examiner's pointing out an _
obscure passage for the reason that it 1s necessary

to consult the applicant or inventor(s), the
exeminer should issue without delay a notification

of reasons for rejection. Vhen the examiner has i
the consent of the other party, such reasons for i
rejection may be abridged (for example, using
Form Pat 254, a phrase "as orally pointed ouil g
on (date)" is entered in the remarks) ;
On such occasion, the passages in guestiocn should

be put on record,.




,,,,,,,,,,

'Re: Patent Application No.

I wish to have an interview with you in respect
to the following items pertaining to the above appli-
cation, so please personally appear before me on
y 1S éarrying the seal as used for the

above application with yourself.
It is advised that arrangements be made by
telephone call for the date and hour when you will

appear, the number of persons that are to appear, ete.

Ttems:
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Record of Interview

Re: Patent Applicationlﬁo.

Interviewer(s):
Examiner:

Asgistant Exeminer:
Applicant (Opponent):
Attorney or Agent:
Other Person(s):

Time of Interview:
Substance of Interview:
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COMMITTEE #1 - COMMENTS OM S-2255

LADIES AND GENTLEMEN!

IT 15 600D TO SEE‘YOU ALL ONCE MORE. | REGRET, HOWEVER.
THAT YOU MUST ONCE AGAIN HEAR ABOUT THE PROSPECTIVE NEW U.S. PATENT
LAW. IF MY MEMORY SERVES ME CORRECTLY, THE PROGRAMS OF EACH OF |
THE PAST FIVE ANNUAL MEETINGS OF PIPA HAVE CONTAINED SIMILAR COMMENTS :

FOR THIS REASON, ] INTEND TO BE BRIEF AND WILL COMMENT ONLY ON A
FEW SECTIONS OF THE PROPOSED LAW, TOGETHER WITH ONE SECTION OF THE
PRESENT LAW, AS REQUESTED BY THE JAPANESE MEMBERS OF CoMmITTEE #1,

FIRST, THE BILL PRESENTLY BEING CONSIDERED BY THE CONGRESS IS
§-2955, THIS BILL IS EXPECTED TO BE PASSED BY THE SENATE ANY TIME
NOW AND SENT TO THE HOUSE FOR THEIR DELIBERATION., IT 1S NOT
ANTICIPATED THAT THE HOUSE WILL TAKE UP THE BILL UNTIL NEXT YEAR;
AND IT 1S BELIEVED THEY WILL INITIATE HEARINGS ON THE SUBJECT OF
PATENT LEGISLATION EARL? N 1976,

Now To THE BILL I1TSELF: SectioN 112(s){(l) REQUIRES THAT THE
PATENT SPECIFICATION CONTAIN A DESCRIPTION OF THAT WHICH THE INVENTGR
OR ASSIGNEE KNOWS OR CONTEMPLATES TO BE THE MANNER AND PROCESS OF
MAKING AND USING THE INVENTION, INCLUDING THE BEST MODE THEN KNOWN.
THIS DIFFERS FROM PRESENT LAW BY REQUIRING IN SOME SITUATIONS THAT
THE SPECIFICATION CONTAIN DESCRIPTIONS BEYOND THOSE KNOWN TO THE
INVENTOR, THUS, IN THE CASE OF A CORPORATE ASSIGNEE, 1T WILL BE
NECESSARY TO DETERMINEC AND DESCRIBE THAT WHICH THE CORPORATION

CDNTEMPLATES TO BE THE MANNER AND PROCESS OF MAKING AND USING THE
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INVENTION, INCLUDING THE BEST MODE KNOWN TO THE CORPORATION.,

Section 112() (2) STATES THAT THE DISCLOSURE REQUIRED IN THE
CASE OF A CORPORATION SHALL BE SUPPLIED BY THE DIRECTOR, OFFICERS
EMPLOYEES, AND AGENTS WHOSE RESPONSIBILITIES COULD BE EXPECTED TO
RELATE TO THE INVENTION. | |

THIS SECTION WILL PLACE AN ADDITIONAL BURDEN ON THE ATTORNEY
RESPONSIBLE FOR THE PREPARATION OF AN APPLICATION SINCE IT REQUIRES
THAT HE CHECK WITH ALL EMPLOYEES WHOSE RESPONSIBILITIES RELATE 7O
THE SUBJECT MATTER OF THE INVENTION TO DETERMINE THE BEST MODE KNOWN
TO THE coRPoéATloN FOR INCLUSION IN THE SPECIFICATION. NOTE THAT
UNDER SecTIion 282(8}(3), A PATENT 1S INVALID FOR FAILURE TO COMPLY
ITH THE REQUIREMENTS OF SECTION 112 UNLESS SUCH FAILURE 1S THROUGH
INADVERTENCE, ACCIDENT, OR MISTAKE, AND WITHOUT ANY WILLFUL DEFAULT

OR INTENT TO DEFRAUD, MISLEAD, OR DECEIVE THE PUBLIC, THE RAMI-

: FICATIONS HERE ARE MANY AND IN VIEW OF THE STRINGENT TIME LIMITATIONS;;

I WILL NOT ATTEMPT TG GO INTO ANY MORE DETAIL IN THIS PAPER.

Next, 1 WiLL DIscuss SECTION 115, AT PRESENT, THE LAW STATES |
L INAT INVENTORS AND ATTORNEYS HAVE A DUTY TO ACT WITH CANDOR AND GOOD
FAITH AND. ARE TO DISCLOSE TO THE PATENT OFFICE ALL INFORMATION KNOWN
70 THEM WHICH 1S NECESSARY TO PREVENT THE PATENT OFFICE FROM BEING
MISLED IN IT$ ENDEAVOR TO EXAMINE AND PROSECUTE THE APPLICATION,
Section 115(A) oF $-2255 GOES BEYOND THIS AND PLACES A SIMILAR

REQUIREMENT ON THE ASSIGNEE, TOGETHER WITH A FURTHER REQUIREMENT




'BROUGHT TO THE ATTENTION OF THE OFFICE. THUS, WHEN A PATENT

. 18 BROUGHT TO THE ATTENTION OF THE OFFicE.

AND ASSIGNEE MAKE ANOTHER INQUIRY INTO INFORMATION IN HIS CONTROL

THAT EACH OF THE INVENTOR, ATTORNEY, AND ASSIGNEE WILL HAVE THE

DUTY TO MAKE REASONABLE INQUIRY AS TO ALL INFORMATION IN THEIR
ﬁESPECTIVE POSSESSION OR CONTROL FOR IDENTIFYING THAT WHICH MUST BE

APPLICATION IS TO BE FILED ON BEHALF OF A CQRPORAT]ON; FOR EXAMPLE,
IT WILL BE NECESSARY TO ENSURE THAT ALL INFORMATION IN ‘THE CORPORATE

RECORDS WHICH 1S PERTINENT TO THE PATENTABILITY OF THE INVENTION

FinaLLy, Section 115(s) PROVIDES A NEW REQUIREMENT BY

MANDATING THAT SHORTLY BEFORE ISSUE, EACH OF THE INVENTOR, ATTORNEY,

AND FILE A STATEMENT TO THE EFFECT THAT HE AND THE OTHERS HAVE
COMPLIED WITH 115(a). AGAIN, NOTE' THAT 282(8)(3) RENDERS A PATENT
INVALID FOR FAILURE TO COMPLY WITH THE REQUIREMENTS OF SECTioN 115, |
UNLESS SUCH FAILURE WAS ACCIDENTAL.

I-wiLL now TURN TO OPPOSITIONS. GENERALLY SPEAKING, THESE

ARE NOTHING NEW TO OUR JAPANESE FRIENDS. SECTion 135 pROVIDES For '

POST ISSUANCE OPPOSITIONS WHEREIN A PROSPECTIVE OPPOSER MAY, WITHIN §
12 monTHS OF ISSUANCE—OF ‘A’ PATENT, ADVISE THE UFFICE IN WRITING OF %;
MATTERS HAVING A BEARING ON THE VALIDITY OF THE PATENT, THE PATENT% f
WILL BE GIVEN 60 DAYS TO RESPOND AND AT THAT TIME, THE OFFICE WILL §
DECIDE WHETHER OR NOT TO INITIATE AN OPPOSITION PROCEEDING. IF 1T | g
1S DECIDED TO INSTITUTE THE OPPOSITION, BOTH PARTIES ARE PERMITTED

TO PRESENT ORAL ARGUMENT, TAKE DEPOSITIONS AND DISCOVERY: PRESENT orlg
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PATENT

CE WILL
IF 17
RMITTED

'RESENT 0

TESTIMONY, AND CROSS-EXAMINE WITNESSES., THIS SECTION DCES NOT
LIMIT THE GROUNDS THAT CAN BE USED 1N ARGUING VALiDITY AND IT WOULD
APPEAR THAT AN OPPOSER WILL BE ABLE TO ARGUE PUBLIC USE OR SALE' O §_
PRIOR INVENTION AS WELL AS PRIOR ART, ALso,,THERE IS NOTHING TO j
PREVENT AN OPPOSER FROM DELVING INTO THE FULFILLMENT OF SECTIONS 112§
AND 115 REQUIREMENTS ONCE A BASIS IS ESTABLISHED FOR THE OPPOSITION.g
THIS NOW BRINGS US TO SECTIONS 23 AND 24 oF S-2255, DEALING 5
WITH DISCOVERY., IN THE PAST, DISCOVERY HAS BEEN AVAILABLE ONLY TO
PARTIES IN PATENT LITIGATION AND INTERFERENCE PROCEEDINGS., THESE' S
SECTIONS ARE BROADER AND WILL MAKE DISCOVERY AVAILABLE TO ANY pARTY;é
INCLUDING THE SOLICITOR, TO A PROCEEDING BEFORE ‘THE BOARD OF f
ExaMINERS~IN~CHIEF. THUS, AS NOTED ABOVE, DISCOVERY wa; BE AVAILABéE
TO PARTIES IN AN opPosleoﬁ PROCEEDING. [T WILL ALSO BE AVAILABLE i
TO THE SOLICITOR AS A REPRESENTATIVE OF THE PATENT OFFICE BOTH IN |
ARGUING AGAINsT THE APPEALS OF PATENT APPLICANTS AND IN CARRYING ourg
THE PROVISIONS OF THE LAW RELATING TO FRAUD AND INEQUITABLE CONDUCT.?I
-FINALLY, WITH REGARD TO DISCOVERY, SUBPOENAS AND ORDERS MAY i
ISSUE AGAINST NON-PARTIES, BUT ONLY IF THEY ARE WITHIN THE JURISDICTE;N
OF THE UNITED STATES. ' ' %
WHILE THERE ARE A NUMBER OF ADDITIONAL CHANGES IN THE LAW :
INCORPORATED IN S-2255 WHICH WILL REQUIRE DETAILED STUDY =-- FOR g
ExAMPLE, SEcTions 102, 116, 122, 123, 132, 141, 155, 181, awnp 271 -- §_

TIME WILL NOT PERMIT ME TO COMMENT AND | WILL NOW TURN TO THE
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QUESTION PRESENTED BY MrR. HAsEGawA, CHAIRMAN OF THE JAPANESE SECTIO
oF CommITTEE #1, RELATING TO SEcTIioN 108 OF THE PRESENT LAW.

THIS QUESTION CONCERNS THE DISADVANTAGES FACED BY FOREIGH

INVENTORS IN U.S, INTERFERENCE PRACTICE AS A RESULT OF SECTIoN 104,
AGAIN, | WILL NOT DISCUSS THIS SUBJECT IN DEPTH AND IF YOU ARE _
INTERESTED IN A MORE DETAILED AND SCHOLARLY APPROACH, | REFER YoU
TO AN ARTICLE BY P. J, FEDERICO APPEARING IN VoL. 2, No, 1/1971 oF
InTERNATIONAL REVIEW OF InpDUSTRIAL PROPERTY AND COPYRIGHT law,

My COMMENTS WILL BE TWOFOLD. FIRST, | WILL ATTEMPT TO Paesgmj

4

A RATIONALE FOR THE SYSTEM AS IT 1S AND THEN I WILL NOTE THE PRACTICH

EFFECTS OF THE SYSTEM AS FAR'AS FOREIGNERS ARE CONCERNED. ON THE  f
FIRST POINT, LET ME NOTE THAT THE BASIC PROBLEM IS ONE OF A D:FFER@R*
IN THE UNDERLYING PHILOSOPHY. MOST COUNTRIES OF THE WORLD HAVE

. ADOPTED A FIRST-TO-FILE SYSTEM -~ THAT 1S, THE FIRST ONE TO FILE AN

APPLICATION IN THE COUNTRY IN QUESTION GETS THE PATENT, THE UNITED |

s )

STATES, ON THE OTHER HAND, CHOSE TO ADOPT A DIFFERENT PHILOSOPHY

AND AWARDS THE PATENT TO THE FIRST ONE TO INVENT 1N THE U.S., (wot

THAT WHERE AN INVENTION 1$ MADE ouTsIipE THE U.S., IT Is DEEMED TO

P

HAVE BEEN MADE IN THE U.S. AT THE TIME A U.S. APPLICATION 1S APPLIED:

FOR). IN BOTH CASES, INSOFAR AS APPLICANTS FROM COUNTRIES BELONGI§§

70 THE PARIS CONVENTION ARE CONCERNED, THE APPLICANT CAN GO BACK T0 ;

i

H1S CONVENTION DATE IN DETERMINING WHETHER OR NOT HE 1S ENTITLED

TO THE PATENT. THUS, IN JAPAN, FOR EXAMPLE, A FOREIGN APPLICANT

DOES  NOT GET A PATENT BECAUSE HE WAS THE FIRST TO FILE ANYWHERE IN *
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SECTION

THE WORLD,  HZ GETS THE PATENT ONLY 'IF HE 15 THE FIRST TO FILE

4 JAPAN. TO BE SURE, THIS IS MODIFIED BY TREATY TO THE EXTENT,
THAT HE CAN O3TAIN THE BENEFIT OF AN EARLIER CONVENTION DATE, BUT
NOT OTHERWISE. IF THE FOREIGN APPLICANT FIRST FILED IN A CONVENTION
COUNTRY MORE THAN OMNE YEAR PRIOR TO FILING IN JAPAN, OR IF HE
FIRST-FILED IN A NON~CONVENTION COUNTBY, HE DOES NOT GET THE BENEFIT
OF HIS EARLIER DATE. IN A SIMILAR MANNER, THE ULS, AWARDS THE
PATENT TO THE FIRST TO INVENT IN THE U.S., WHETHER A FOREIGNER OR
A'NATIONAL, BUT RECOGNIZES INVENTIONS MADE OUTSIDE THE U.S. ONLY
TO THE EXTENT CALLED FOR BY THE TREATY, JUST AS JAPAN RECOGNIZES
ONLY ACTUAL FILING DATES IN JAPAN AS MODIFIED BY TREATY, THE U.S.
RECOGNIZES -ONLY ACTUAL INVENTION DATES IN THE U.S, AND AGAIN WITH
THE SAME MODIFICATION BY TREATY, |

I SUBMIT, THEREFORE, THAT TO CHANGE THE LAW SO AS TO PERMIT

FOREIGN APPLICANTS TO OBTAIN THE BENEFIT OF EARLIER DATES OF INVENTION

HADE ABROAD WOULD BE AKIN TO LETTING FOREIGN APPLICANTS IN JAPAN
CLAIM THE BENEZFIT OF FILING DATES OBTAINED MORE THAN ONE YEAR
EARLIER, SAID ANOTHER WAY -— WERE THE U.S, TO ALLOW THE JAPANESE:
APPLICANTS TO GO BACK TO THEIR INVENTION DATE, WOULD JAPAN ALLOW
.S, APPLICANTS T0 DO THE SAME? 1 THINK NOT.

“ WHILE 1 AM SURE THAT MANY IN THE AUDIENCE WILL ARGUE WITH MY
LOGIC, AND THERE ARE GOOD ARGUMENTS AVAILABLE, | BELIEVE THE PROBLEM

CANNOT BE RESOLVED DUE TO THE DIFFERENT PHiLOSOPHlES_INVOLVED.




THERE. ARE A NUMBER OF PEOPLE IN THE U.S. WHO FEEL WE SHOULD GO TO
A FIRST-TO-FILE SYSTEM AND PERHAPS WE WILL SOME DAY. In THE

 MEANTIME, ] SEE NO EQUITABLE SOLUTION TO THE PROBLEM.

Now TO THE SECOND POINT REGARDING THE PRACTICAL EFFECTS OF
THE PRESENT SYSTEM. MrR. FEDERICO POINTS OUT IN THE ARTICLE REFERRE
TO EARLIER THAT ONLY 1% OF ALL APPLICATIONS BECOME INVOLVED IN INTE
FERENCES, AND THAT THE- FIRST TO FILE LOSES ONLY ONE OUT OF FIVE OF
THESE. THUS, IF THE INTERFERENCE SYSTEM CREATES PROBLEMS, IT DOES §0
WITH REGARD TO ONLY ONE-TENTH OF ONE PERCENT OF ALL APPLICATIONS
FILED. THIS WILL SIZE THE PROBLEM.

W1TH RESPECT To INTERFERENCES INVOLVING APPLICANTS WHO MADE
THE INVENTION IN THE UNITED STATES AND APPLICANTS WHO MADE THEIR
INVENTIONS OUTSIDE THE UNITED STATES, 1T WOULD APPEAR “THAT THE LATnn 
SHOULD BE AT SOME DISADVANTAGE AND THAT IF THIS IS SO, THIS
DISADVANTAGE WOULD BE REFLECTED IN THE OUTCOME OF INTERFERENCES,
HOWEVER, A STUDY MADE OF ALL THE INTERFERENCES INSTITUTED OVER A
PERIOD OF THREE YEARS WHICH INVOLvép FOREIGN AND DOMESTIC INVENTIONS
DID NOT SHOW ANY MATERIAL DIFFERENCE, THE PARTY WHO MADE THE INVENTWM{_
IN A FOREIGN COUNTRY WINNING THE INTERFERENCE ABOUT AS OFTEN AS THE
PARTY MAKING THE INVENTION IN THE UNITED STATES, THERE ARE SEVERAL
REASONS IN EXPLANATION OF THIS RESULT; ONE IS THAT THE HABITS OF
FILING APPLICATIONS IN THE UNITED STATES AND IN OTHER COUNTRIES ARE

QUITE DIFFERENT; IN VIEW OF THE EXISTENCE OF THE ONE-YEAR PERIOD
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OF PERMISSIBLE PUBLICATION AND PUBLIC USE BEFORE FILING, AND ALSO

IN VIEW OF THE EXISTENCE OF THE INTERFERENCE PRACTICE. INVENTORS 1IN
THE UNITED STATES ARE NOT COMPELLED TO FILE THEIR APPLICATIONS AS

SOON AS POSSIBLE, WHEREAS IN OTHER COUNTRIES THE FACT THAT THE

FIRST PERSON TO FILE WILL GET THE VALID PATENT, AND ALSC THE FACT
THAT PUBLICATIONS BEFORE FILING WILL DEFEAT THE RIGHT TO A PATENT,
TEND TO INDUCE RAPID FILING OF APPLICATIONS: ALsO, THE DIFFICULTIES;

OF PROOF IN PREDATING THE FILING DATE IN INTERFERENCE CASES IS A -

'EACTOR, 1IN VIEW OF THESE FACTS, ONE CAN CONCLUDE THAT THE PRACTICAL;

IMPACT OF OUR PRESENT PRACTICE ON THE FOREIGN APPLICANT SHOULD BE
OF LITTLE CONCERN, '

THANK YOU.

Joun B, CLARK
JBC/EG




KONOBVIOUSNESS
Oliver W. Hayesg*

The test of nonobviousness, as a standard of

patentability, first appeared in the U.S. Patent Statutes in
1952 when Congress extensively revised Section 35 of the U. S.

Code, Section 103 requiring:

A patent may not be obtained though the invention
is not identically disclosed or described as set forth

in Section 102 of this title, if the differences between

the subject matter sought to be patented and the prior

art are such that the subject matter as a whole would

have been obvious at the time the invention was made to a

ﬁerson having .ordinary skill in the art to which said

subject matter pertains.
This statutory standard was the result of an attempt

by the drafters of the 1952 Act to reincorporate into the judicial

" standards of patentabilty, a concept first expressedl about
100 years earlier. It was an effort to reestablish an objective

test of patentability to replace the growing tendency to search

for the elusive "im{ention"2 which had reached its awful climax

in A g po.

*Chief Patent Crunsel, Norton Company, Worcest

er
1l Hotchkiss et al v, Greenwood et al 11 How 248

2 Patent Law Perspectives 1969-1970 Annual Review A.l [1] Note 6.

3 The Great Atlantic and Pacific Tea Company v. Supermarket Equipment
Corporation 87 USPQ 303 (1950)
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The intent4 of 103 was to overrule A & P (a c¢learly proper

prercgative of Congress) and to substitute a test which could

be applied in a step by step fashion to the facts surrounding
the making of the invention to ascertain if it met the criteria

necessary for the grant of a patent.

After the passage of the 1952 Act the courts often

ignored5 {with a few notable exceptions)6 the provisions of

Section 103 and continued to séarch for the illusory "invention"
necessary to sustain the patent.

In 1965 the U. S. Supreme Court finally addressed
itself +o the probiem of interpreting the 1952 Aét, in the
course of deciding the validity of four different patents7.
Among this group of cases was Graham v, John Deere which
contained the most detailed discussion of Section 103 whereiﬁ

Justice Clark stated®:

Under 103 the scope and content of the prior art are
to be-determined; differences between the prior art and
the claims at issue are to be ascertained; and the level

of ordinary skill in the pertinent art resclved. Against

Rieh, "The Vague Concept of 'Invention' as replaced by Section 103
of the 1952 Patent Act" JPOS Vol XLVI P855.

Hall et al. v. Wright et al.l12 USPQ 210 (1957)
We have not attempted to collect all decisions on a particular
point made during this paper; only one or two representative cases.

Lyon v. Bausch & Lomb Optical Co. 106 USPg 1 (1955}, Reiner et al
dba Kaynar Company, et al. v. The I. Leon Cos., Inc.
128 USPQ 25 {19260} and In re Sporck 133 USPQ 360 (1962)

Graham et al. v. John Deere Company of Kansas City et al :
148 USPQ 459.{1966), United States v. Adams et al 148 USPO 479(1966)

148 USPQ 467




this background, the cbviousness or nonobviousness

of the suject matter is determined. Such secondary

considerations as commercial success, long felt but

unsolved needs, failure of others, etc. might be utilized
to give light to the circumstances surrbunding the origin_
of the subject.matter‘sought to be pétented. As indicia
of obvicusness or nonobviousness,' these inguiries may

- have reievancy. '

While it was unfortunate that the Graham court
characterized as "secondary" considerations, such objective
tésts as commercial success, long felt need etc. at least the
court recognized that these objective tests could be of help
in determining the ultimate question of validity.

As a result of Graham the lower courts had to struggle
with Section 103° although some’® continued to decide first
that the inventiop was obvious andlthen to state that the
secondary considerations could not save the patent. While many
courts11 were applying the correct objectivg standards where

all the background of the development of the art and the impact

9 columbia Broadcasting System v. Sylvania Electric Products,Inc.
162 USPQ 577 (1969}

10 Raiser Industries Corporation et al. v. McLouth Steel Corporation:
158 USPQ 565 [(1968)

.11 Palmer et al v. United States 156 USPQ 689 (1968}
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its,Inc.

rporation

of

had in fact been obvious, a number of the other c'ourts12

to

the invention should be considered in determining whether it

continued

hark back to the supposedly buried A & P language. These

recalcitrant circuits were given considerable support by the

reincarnation {in 1969) by the Supreme Court in Black Rock!?

of

the A & P "constitutional standard of invention." While

Justice Douglas, writing for the majority in Black Rock,

denied that the court was overruling Graham the language used

in the opinion apparently reimposed an additional, mystical

"synergistic" standard of patentability over and above the

nonobviousness test clearly specified by Congress14

-

After Black Rock the different circuits had different

views on rationalizing the essentially inconsistent propositions

of

law apparently emanaﬁing from the Supreme Courtls.' Some

circuits!® ¢learly understood the rationale of 103 and applied

12

13

14

135

Santa Anita Mfyg. Corp. v. Lugash et al. 152 USPQ 44 (1966)

Anderson's-Black Rock,Inc. v. Pavement Salvage Co.,Inc.
163 USPQ 673 (1969)

While Black Rock provides special criteria for “combinations" of

0ld elements it ignores the fact that, in the ultimate analysis,
everything is made out of old elements;whether it be looked at
as a combination of gears and pinions, individual atoms or sub-
atomic particles. The proper test should be obviousness of the
whole combination. ‘

In In re Fielder and Underwood 176 USPQ 300 (1973) the CCPA has
managed to rationalize Graham with Black Rock, on the facts of
Black Rock, and has held that evidence of the "secondary"
considerations” must always be considered.

Contour Saws, Inc. v. The L, S, Starrett Company 165 USPQ 535 (197Q)




a considered,_dbjective analysis to the whole background of the
invention to determine the cbviousness in question. Other

circuitslT consistently put the cart before the horse. In 1971,

the Supreme Courtla

~had a perfect opportunity to reexamine
and restate the prbber criteria for determining obviousness
when it agreed to review decisions from two cifcuits, one of‘
which had held a patent valid as being nonobvious and‘the other
of which had held £he same patent invalid on the grounds that
the invention was cbvicus. Instead of addressing itself, in detail,%‘
to the obviousness-questionlg,‘however, the Court decided that
‘'once a patent has been held invalid in one circuit anothef
circuit‘should not reconsider the validity of the same patent-
unless the first circuit s0 failed to apply.the proper law or
to understand the fundamental technology involved that the
patentee had not had his day in court.

The courts are beginning to recognize that obviousness
must be measured not as to the difference over the prior art

but as to the subject matter as a whole. Thus, the difference

17 Proler Steel Corporation, Inc., v. Luria Brothers & Co., Inc.,et 2
163 vsPd 321 (1969) :

18 Blonder;Tongue Laboratories, Inc.,v. University of Illinois
Foundation et al., 1692 USPQ 513 (1971}

19 It did cite Graham and ignored Black Rock
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between the prior art and the invention may be very small; it

may even inveolve the mere substitution of one element for
another. However, if the invention resulting from the sub- . i
stitution was not obvious to one of ordinary skill in the art

the invention is still patentable2D

« Similarly the invention
may lie in the recognition of the source of a particular
problem even though, once the problem has been defined, the .

L . . 21
solut:_-on is obvious

. Here again tﬁe test of patentability

is not the obviousness of the solution but the realization

that there is a problem whose exiétence nad escaped those skilled
in the art. _Similarly the simplicity of the invention should
not be evidence of obviousness but rather evidence of

unobviousness??; although the Second Circuit has recently held that

an "unsubstantial" difference over the prior art must be

23. ny 24

obvious or is not substantial enough to bhe termed "invention
' The courts are now quite uniform in saying that the
time the invention was made is the time frame to be used in

judging obviousness and hindsight cannot be substituted for the

historical objectivity regquired by Section 103; even though

20 This was'the situation in United States v. ‘Adams et al(note 7)wher%
the invention resided in the substitution of magnesium f£or zinc, :
both well known electrode materials. : ;

21 In re Sponnoble 160 USPQ 237 (1969

22 Norman et al. v. Lawrence 128 USPQ 28 (1960) :

23 Julie Research Laboratories,Inc. v. Guildline Instruments,Inc. et %3
183 USPQ 1 (1974) :

vanity Fair Mills Inc. v. Olga Co.184 USPQ 643 (1975) i
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many courts, in actuality, ignore their specific words in

finding an invention obvious., In this connection, however, if

the invention became obvicus after the original invention date
but more than one year before the filing of the patent

application the patent is barred 2°

The courts do not appear to have as much trouble

as one might-suspect'with the problem of identifying the person

of ordinary skill in the art. Perhaps our Judges instinctively

eguate this ordinarily skilled man with the mythical "reasonable”

man who largely populates the Anglo-Saxon common law world and
accordingly they don't inguire further into his real identity. However
the Court of Claims has held25 that a "fiﬁite gquantitative
definition of this ordinarily skilled person is difficult at
best . . , the SOphiétication of the technology involved, and

the educational background of those aétively'working in the field
are among the factors which will ofttimes aid in developing

a picture of what is the level of skill in the ordinary person

in an arﬁ.“ Other than repeating the impossible legal fiction27
that the ordinarily=skilled man is assumed to possess detailed
knowledge of all there is tb know in his field, the courté

don't seem to spend much time on characterizing the intellectual

or academic level of "ordinary skill®. However one court?®

25 In re Foster 145 USPQ 166 (1965)

26 Jacobson Brothers,Inc., et al. v. United States 184 USPQ 181 {1974)

27 Esso Research § Engineering Company v. Kahn & Company.Inc. et al
183 psPg 582 (1974) \

28 Union Carbide Corporation v. Filtrol Corporationm 170 uspQ 482 {1371}
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“held, with amazing precision, that in the catalyst art in 1958

it was a bachelor's degree in chemistry or chemical engineering
yith from 1.5 to 3.5 years experience. Another courtzg has
.reached the startling copclusion that a draftsman, rather than

a semiconductor designer,‘represented the level of ordinary

skill in the art of making a field effect.transistor. 5till
another court 3° has a simila; low opinion of the person of
average skill in the art, holding thﬁt the "level of skill of the
average mechanic should not be egquated with that of inventors

of cited prior art, whose skill must be considered greater than
that of average mechanic." Probably the better approach is

that used by one co_urt31 which said that "In judging ordinafy
level of skill in the art, it is level of skill of those who
normally attack the problems of the art that counts; persons who do
most of the problem sclving in involved art are graduate
engineers; as ;uch they are chargeable with general knowledge
concerning principles of engineering, outside the narrow field
inﬁolved, and with.skills, ingenuity, and cqmpetence of average

professicnal engineer."

2% Hughes Aircraft Company v.General Instrument Corporation 182
UsPQ 11 (1974} cf Zoomar, Inc. v. Paillard Products,Inc.ll3 USPQ
469 (1957)

30 Antici v. The KBH Coxporation{DC Miss) 168 USPQ 745 {1971}

31 Mueller Brass Co. v. Reading Industries (DC EPa) 176 USPQ 361 {(l972
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" The aéplicable ‘art should be the art teo which the
inventpr's skills are most directly related; thus relevant art
for fastening a honeycomb to a support was properly held to be
the general fastening art, not the beekeeping art32.

Similarly thz art applicable tc an improved aquarium filter is

the general art of fluid dynamics and is not limited to aquariums33
but perhaps the S%th Ciréuit was a little far ocut in lcooking to the
‘star tracking art in deciding the obviousness of an invention in
the bottling art_34 . It would appear that the better view35

holds that the "Pertinent prior art is that to which one can
reasonahly be expected to look for solutions to problems which the

patented device attempts to solve."”

The obviousness of chemical compounds and processes raises

some special qguestions which cannot be fully explored within

.the context of. this paper. The CCPA and several circuits have
decided . that all the properties of a qhemical compound are

critical to the consideration of whether or not the compound is

‘32'In re Grout 153 USPQ 742 (l967)

33 Metaframe Corporation v. Biozonics Corporation 176 USPQ 237 {1972}

34 Geo.J.Meyer Manufacturing Co,

v. San Marino Electronic Coporation
165 USPQ 23 (1970)

35 Fischer s Porter Company v. Haskett et al (DC EPa) 176 USPQ 478(19H§
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(1972}

obvious over a known closely. related compoundas. The mere

fact that the compound is structurally obvious should not he

determinative of the qﬁestion of patentability37. However,

there is a growing trend in some circuits to hold that, where it

is obvious to try to make a new compound, which may be expected
to have useful pr0partiés, the resultahﬁ invention is not
patentable?e. Other cifcuits have held that the proper test
for patentability of a process is not whether it would be
"obvious to try" a particuwlar solution but rather whether the
process as a whole wouid be obviopsag. While the CCPA has

nof gone so far as to séy that every method of using a novel’
material is itself entitled to separate patent protection the
practical results of sohe of its recent decisions seem to

have gone to this illogical eitreme, the court apparenﬁly helding that
it cannot be obvious, as a matter of law, to try an unknown

. .40
material .

Eli Lilly and Company, In¢,,et al. v. Génerix Drug Sales,Inc.,
et a8l 174 USPQ 65 (1972)

In re Stemniski 170 USPQ 343 (1971)

The General Tire & Rubber Company v. Jeffexrson Chemical Company,lnc;§
182 UspQ 70 (1974)

Trio Proqéss Corperation v. L.Goldstein's Sons,Inc. 174 USPQ 129
{1972)

In re Mancy,Florent,and Preud'Homme 182 USFQ 303 {1974}
and In re Kuehl 177 usSPQ 250 (1973)




The fact that several separate inventors

the invention at the same time

. 41
of obviousness
42

; particularly

is not conclusive

if the others are

may have made
on the guestion

highly skilled

inventors ©, although it may be evidence of what was obvious to

one of normal skill in the art43.

The tourts are in hopeless conflict as to whether
obﬁiousness_should be considered a question of féct or lawdg,
a;thpugh the better view_would appear to be that the “"Eacts"
of commercial success, long felt need, immediate copying, sudden
displacement of e#isting practices or devices, failure.of others,
etc., are to be considered in reaching the ultimate legal conclusion

of nonobviousness.

From the above discusgsion it seems safe to conclude,

45

as the Supreme Court has done ~, that "Nonobviousness itself is

not always difficult to perceive and decide," I might add,

" 45

41 staﬁiCArbon,N.V. v. Escambia Chemiecal Corporation 166 USPQ 362
. {CCA5~1970) :
42 Baldwin-Lima-lNamilton Corporation et al.v.Tatnall Measuring Syst
Company et al. 120 USPQ 34 {1958)
43 The International Glass Company,Inc.v.United States 16l USPQ 11&_
(1969} . : ‘
44 Compare Moore v, Shultz dba Walt Shultz Fquipment Company et al
180 uUsSPQ 548 (1974) with White v, Mar-Bel,Inc.,et al. 180 USPFQ
795 (1973) : :
Blonder-Tongue note 18 infra.
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however, that even the Supreme Court would have less

difficulty if it would only heed the advice

Judge Learned Hand:

46

of the late

"To judge on our own that this or that new

assemblage of old factors was,

or was not,

"obvious"

is to substitute our ignorance for the acquaintance

with the subject of those who were familiar with it.

There are indeed some signposts: e.g. how long did the

need exist; how many tried to find the way: how long

did the surrounding and accessory arts disclose the

means; how immediately was the invention recognized

as an answer by those whe used the new varjant.®

‘46 Reiner v. Leon, note 6 supra
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. it used to be,

Qcteober 15-17 , 1975
Japanese Group, Committee |
Vice-Chairman.

Masafumi Tsukamoto
{(Mitsubishi Heavy Industries, Ltd,

JAPANESE TRADEMARK LAW REVISIONS

PREFACE:

The revisions to the Japanese Trademark Law were
promulgated on June 25th of this year while the major part
of the revisions will not go into force until January lst of
next year, that portion of the revisions calling for an increase
in fees was put into effect on June 25th of this year. ‘

The purpose of these revisions is to shorten the current
delay in the trademark examination procedure, which is
typically portrayed as a wait of three to four years between
filing and registration. This delay has been due to the
enormous volume of trademark applications which have
flooded the Japaneée Patent Office over the last decade,
reaching a back log of about half a million applications.

The revisions to the Japanese Trademark Law and
regulations involve four major points which I have summarized
as follows: (1) The Applicant must state the line of business
in which he is engaged and its relevancy to the goods designated
in, (2) Cancellation of trademark registrations for non-use¢
is made easier. (3) One must demonstrate use for the renewal
of a trademark registration and {(4) Fees have been increased,

The main features of the current revisions relate to the
introduction of provisions which strengthen the use requirement,

In this respect one can say that the Japanese Trademark
Law has come closer to its United States counterpirt than

Regulations and examination standards complying with
the current revisions to the Japanese trademark law are said
to be in the final stages of study at the Japanese Patent Office,
and are expected to be published by the time the major part
of the revisions goes into effect,
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I would like to take this opportunity to explain to you
how the Japanese Trademark Law will change in view of the
soon to be implemented revisions I have referred to and to
offer some advice on action you will have to take under the
revisions, on the basis of the latest information available
concerning the current revision.

APPLICANT SHALL STATE THE LINE OF BUSINESS:
(Effective as of January lst, 1976)

When applying for a tradermnark registration, an appli-
cant is required to state the line of business he.engages in
and to explain its relevancy to the goods desxgnated in the
trademark application.

If he is not actually engaged in any relevant line of
businegs, then he is required to state his prospective
business plans and to explain the line of business he is
planning to enter and give his present preparations there-
fore with regard to the designated goods.

The question may arise as to how minutely an appli-
cant must state his line of business? The regulations say
"Asg detailed as has been broken down in the book entitied
The Japan Standard Industries Classification publxshed by
the Government,

If the line of business stated is regarded by the Patent
Office Examiner as not being associated with the designated
goods to the extent that the examiner thinks it probable that
the applicant will use the mark, the application will be
refused registration, ' '

Accordingly, a bank or an airline company, for example,
will no longer be able to register any trademark ne matter
what the designated goods are, and also the so-called
"trademark brokers" and speculators will find it very
difficult to have trademarks registered for speculative pur-
poses, as they have been permitted to do in the past,




Since this is an entirely new restriction, this revision
has come as a surprise to Japanese applicants, although it
perhaps comes as no surprise to American applicants who
have grown used to the philosophy of the use principle from
the U.S., Patent.and Trademark Office requirements, I would
imagine.

CANCELLATION OF TRADEMARK REGISTRATION FOR
. NON-USE IS STRENGTHENED: '
(Effective as of January lst 1976)

When a trial hearing is demanded for the cancellation
of a trademark régistration for non-use for more than three
consecutive years prior to the lodging of the request for
cancellation, and the non-use without due cause, the burden
of proof of use will now be carried by the trademark owner.

The trademark owner can overcome this challenge if
the mark is used by a licensee of his, either an exclusive or
non-exclusive licensee, or if any registered trademark which
is associated with the mark under attack is used either by the
owner, himself or a licensee of his, again either an exclusive
or non-exclusive licensee with respect to the designated goods.

If the non-use is attributed to due cause, for example,
an earthquake, flood, that is, events analogous to an act of
God under U. 5., ¢ontract law, this sanction does not apply.

The "old" or present provision of the Japanese Trade-
mark Law providing for cancellation of & trademark registration
places the burden of proof of non-use on the challenger, and
has made this provision virtually unworkable because of the
difficulty for the challenger to demanstrate non-use on the
part of the owner. In fact, there have been no trademark
registration cancelled in the past that [ know of except for
very special cases under the current non-use provision,

The new revision which does not become effective until
January lst 1976 in shifting the burden of proof from the
challenger to the owner should enable the challenger to cancel
unused trademark registrations in a much easier fashion, in my
opinion. ' '




It thus follows that you do not have to give up the use
of a'certain mark you desire to use simply because it has
already been registered by some one else. On the contrary
you can seek a trial hearing calling for cancellation of the
mark, if it has not been in use for more than three years
without due cause, and if you are successful you can there-
after register the mark in your own name.

\

Accordingly, this revision should pave the way for
any one to make use of unused trademark registrations of
third parties, '

On the other hand, this revision will also necessitate
an owner to always be prepared to prove the fact of use,
either by himself or by his licensee, in order to withstand
a possible cancellation request on the ground of non-use
without due cause, o

In this regard, I foresee a few potential danger poinis,
if I may put it that way, to which I would like to direct your
attention: :

First, in order for a trademark owner to win a cancella-
tion proceeding on the ground that the mark has been used by
his exclusive licensee, the exclusive license must havé been
repistered, as under Japanese Law the validity of an exclu-
sive license is conditioned on the registration of the exclusive
license at the Patent Office, On the other hand, a non-exclu-
sive license does not have to be registered. Howe\}er, from
a practical point of view; it would be advisable, in my opinion,
to have a non-exclusive license registered, which should
make proof-of the nén-exclusive license easier to establish.

Another pitfall will be that. it usually takes about six
months to get a filing for a cancellation hearing registered,
If a challenger should make it known, for one reason or
another, to the owner that he has filed a petition for cancel-
lation prior to the registration of filing for a cancellation
hearing, it may prompt the owner to start usipg the mark *
before the registration of the filing for cancellation., This
will lead to a denial of the cancellation request. -




4, DEMONSTRATION OF USE IS REQUIRED IN AN
’ APPLIC'u‘\-_'].”lOl\T= FCR RENEWAL:
(Effective from June.25th, 1978)

When applying for the renewal of a trademark regist-
ration, it is incumbent on an applicant to simultaneously
file documents in the Patent Office which demonstrate use
within three years of this filing, either by way of specimens,
photos, leaflets, catalogues, advertising materials or the
like, If this is not done, the application for renewal will
be refused.

The use is not restricted to use by the owner himself;
on the contrary use by a licensee, either exclusive or non--

exclusive, is sufficient if proven.

The owner can also get his registration renewed if
any trademark associated therewith is used with respect to
the designated goods, again either by himself or by an exclusive
or non-exclusive licensee, even if the reglstered tradernazrk
he wishes to renew is not in use.

As with the foregoing article, if the non-use of the
mark is attributed to due cause, the sanctxons of this section
of the révision do not apply.

1 would also like to call your attention to a few pitfalls
which you might encounter under this article.

Firstly, the documents demonstrating use must be
filed simultaneously with the filing of the application for
renewal. In other words, you are not allowed to supplement
your application for renewal with later filed documents.

I would deem this requirement very important and recommane |
to you the utmost care in preparing the initial supporting '
documents for a request for renewal.

This rather harsh réquirement is somewhat lessened
by the fact that the concept of use of 2 mark in Japan is
wider than in the United States, for example, using a mark
for advertiasing purposes ig a type of use in Japan, whereas,
it is my understanding, it is not in the .United States.
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Lastly, but by no means least, it does not follow that
the use of any registered trademark associated in some
tenuous fashion with an unused registered trademark will
help the unused registered mark survive a cancellation
challenge or get renewed.

Perlaps a specific example will help to clarify this
rather general concept.

Assume that you as an owner seek renewal of a certain
unused mark "M" for certain goods g, and further suppose
you have a registered mark Ma, which is associated with
the mark "M", and is in actual use either by yourself or by
a licensee of yours. In order for the mark "M" to be renewed
on the basis of the associated mark Ma, the associated mark
.Ma must be in use on the same goods g at least as cne of
those of the unused mark "M, The use of the associated
mark Ma on goods other than the goods of the mark "M" will
be of no assistance to obtain renewal of the mark " M",

The same logic applies when an unused trademark is
challenged for cancellation. ?

This is an entirely new restriction and hag come asg -
quitera shock to Japanese trademark owners, although it is
my understanding it would not come as any surprise to their
American counterparts. '

It has been estimated that in combination with the
revigion of the Trademark Law which provides for cancel-
lation due to non-use this revision will result in voiding
unused marks which total about 70% of the present 700, 000
régi-strations. This revision goes into effect a littie over
2 1/2 years from now, that is, from June 25th, 1978,

One problem which will be-encountered is, however,
that registrations for well-known marks with respect to
unused goods will also come to automatically expire as a
result of the enforcernent of these two revisions, 1 will be
referring to this point later. '




5.

- known marks beyond their similarity of designated goods are

HIKE IN FEES:
{Effective as of June 25th 1975}

A threefold hike in application {ees {(from ¥2, 000 to
¥ 6,000 for ordinary applications and from ¥4, 000 te ¥12, 000
for associated trademark applications) and a doubling of
registration fees (from ¥ 12, 000 to ¥24, 000 for ordinary
registrations and from ¥22, 500 to ¥45, 000 for renewal
registration) have been in effect since June 25th, 1975, when.
the current revisions were promulgated, :

ADMINISTRATIVE IMPROVEMENTS AND AMELIORATIONS:

Apart from the foregoing four major revisions to the
trademark laws and regulations, a certain liberalization in ;
the criteria of "similarity" in trademark examination, 1nclud1ng;'
similarity of goods in the category of classification of the goods,
is now under way in the Patent Office

In my opinion, it will not be long before the concept of
similarity of trademarks in Japan, which many have viewed
as narrower than in the United Sta.tes and various European
countries, will be widened 80 a8 to become closer to this con-
cept in the United States.

Further, approaches for strengthened protection for well

also being studied in the Patent Office, as a considerable
number of well known trademark registrations covering unused
designated goods will shortly be exposed to cancellation under
the strengthened revisions refarding cancellation I have dis-
cussed above or are going to lapse due to the difficulty in
renewal due to non-use.

This is an important step on the part of the Patent Office,
in my opinion, as I believe cancellation or expiration of well
known marks, even for unused goods, should be avoided,
Well-known marks, in my opinion, should be protected over
a wide range of product lines, not only from registration by
third parties but also from use by third parties, not only in
identical form but also in similar forms, keeping them free
from dilution and preventing third parties from getting a "free
ride" on the famie of the mark.
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CONCLUSIONS:

The Japanese Trademark Law is going to %sdws undergo .
the most drastic changes that it has ever undergone, incorporat-.
ing use requirements similar to those of ot;!'xer countries in that; ,
(1) applications will be refused unless the use of the mark is
probable in view of the applicant's line of business as stated;
(2) unused registrations will be rather easily cancellable; and
{3) unused registrations will be refused for renewal. All of the
above should contribute greatly to overcoming delays in trade-

mark examination before the Japanese Patent Office.

As ] see it, however, one problem which must be
solved concerns the protection of welloknown marks with
regard to unused goods that could be cancelled or lapsed, as
I have earlier stated.

This subject is being discussed in the separate paper

presentation entitled "Protectioh for well-known marks in
Japan". by Mr. G, Tazald,
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PrrraLs Facen By Foreron faTionscs IN
Procuring Ao Maintatning U.S, TRApE-
MARK PEGISTRATIONS AND PROTECTING WELL

KNOVIN TRADEMARKS
BY
MaxwELL  BReSLAU

Octorer 16, 1975

- InternaTIONAL CONFERENCE OF THE PaciFIC
INDUSTRIAL PROPERTY ASSOCIATION

{ AMBRIDGE, MASSACHUSETTS
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WE ARE INDEED SETTING OUT ON A VERY AMBITIOUS TRADEMARK JOURNEY THIS AFTERNOGH
IN THE SHORT TIME WHICH HAS BEEN ALLO_']'I'ED WE SHALL BE TALKING ABOUT THE FILING OF
TRADEMARK APPLICATIONS BY FOREIGN NATIONALS, POST-REGISTRATION PITFALLS AND LASTL
WHETHER THERE ARE ANY COURSES OF ACTION OPEN TO PREVENT THE REGISTRATION OF WELLS
KNOWN TRADEMARKS BY THIRD PARTIES IN THE U,S. AT BEST, BECAUSE OF THE LIMITED |
TIME AVAILABLE, WE SHALL ONLY BE ABLE TO HIGHLIGHT PROBLEM AREAS AND POSSIBLE
SOLUTIONS, | ‘

TURNING FIRST TO TRADEMARK FILINGS IN THE U.S. BY FOREIGN NATIONALS, OR
STARTING POINT ST BE SecTion 4 oF THE .S, TRepEMark AcT o 1946 As AMENDED,
IN ESSENCE, IT PROVIDES THAT ANY PERSON WHOSE COUNTRY OF CRIGIN IS A PARTY TO
Ay CONVENTION GR TREATY RELATING TO TRADEMARKS, TRADE OR COMMERCIAL NAMES, OR
THE REPRESSION OF UNFAIR COMPETITION, TO WHICH THE U.S. IS ALSO A PARTY, SHALL
BE ENTITLED 70 OBTAIN A U,S. REGISTRATION EITHER ON THE BASIS OF A PRICR FOREIG
REGISTRATION OR ON THE BASIS OF A PENDING FOREIGN APPLICATION, HOWEVER, THE ‘
PRINCIPLES USED IN DETERMINING WHETHER A FOREIGN NATIONAL'S MARK IS ELIGIBLE FOR
REGISTRATION ON THE PRINCIPAL OR SUPPLEMENTAL REGISTER ARE THE SAME FOR FORE]CN

APPLICATIONS, WHETHER FILED ON THE BASIS OF A FOREIGN APPLICATION OR R::GISTRAF[.DN:
AS THEY ARE FOR APPLICATIONS BASED ON USE IN COMMERCE IN THE U.S. THE mere FA@#
THAT A FOREIGN NATIONAL HAS A REGISTRATION IN HIS OWN COUNTRY DOES NOT ASSURE
REGISTRATION IN THE U.S.

THE rMaJOR DIFFICULTY WHICH HAS ARISEN OVER THE YEARS RESULTS FROM THE REQUIR
MENT IN THE U.S, THAT A MARK MUST BE USED IN COMYERCE BEFCRE IT CAN BE REGISTERD
TrapEnark RULE OF PRACTICE 2,33 PROVIDES THAT THe ALLEGATION THAT THE MARK 1S ‘I
USE IN COMMERCE" AND STATEMENTS OF THE DATES OF APPLICAMT'S “FIRST USE” raY. Bt
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OMITTED IN THE CASE OF APPLICATIONS BASED ON FOREIGN REGISTRATIONS OR FOREIGN
APPLICATIONS, AND IT IS AMBIGUOUS AS TO WHETHER USE MUST BE ALLEGED, Dur, I |
WOULD POINT OUT IT DOES NOT SPECIFICALLY EXCLUDE THE RULE 2,33 REQUIREMENT THAT
THE APPLICANT MUST STATE THAT IT HAS ADOPTED AND IS USING THE MARK. OVER THE

YEARS THERE HAVE BEEN VARYING. INTERPRETATIONS AS TO WHETHER UNDER SECTION 44
THERE MUST BE AN ALLEGATION IN AN APPLICATION THAT THE MARK INVOLVED 1§ “IN
USE” AND WHETHER SPECIMENS, WHICH ARE NORMALLY REQUIRED IN CONNECTION WITH A
U.S. APPLICATION BASED ON USE IN ‘INTERSTATE OR FOREIGN COMMERCE, ARE REQUIRED ;
To BE FILED, PLEASE NoTE [ SAID "IN USE" AND NOT "IN USE IN cOMERCE”, IN
OTHER WORDS, “IN ussf': SOMEWHERE AND NOT NECESSARILY THE U,S. OR THE COUNTRY OF
ORIGIN, ' - |

IN ITS EARLIEST INTERPRETATION OF SECTION U4 THE PATENT OFFICE TOOK THE 5

POSITION THAT IN APPLICATIONS FILED UNDER THIS SECTION THERE HAD TO BE AN ALLE-
GATION THAT THE MARK WAS “IN USE” BUT NOT "IN USE IN COMMERCE” AND SPECIMENS F
ILLUSTRATING THE USE HAD TO BE SURMITTED 1, HOWEVER, THIS HOLDING WAS REVERSED ;
BY THE CoMMISSIONER OF PATENTS In 1955 IN WHAT IS REFERRED TO AS THE “Merry Cow"
CasE 2. THAT CASE HELD THAT A PARTY SEEKING A REGISTRATION BASED ON A FOREIGN
“HOME" REGISTRATION DID NOT NEED TO HAVE ACTUALLY USED THE MARK, DID NOT HAVE
TO ALLEGE THE MARK IS IN USE AND DID NOT HAVE TO SUBMIT SPECIMENS SHOWING THE
MARK AS USED IN ORDER TO OBTAIN A U.S, REGISTRATION., THEREAFTER, IN OCTOBER

1962 RuLE 2.39 1SSUED AND THE EARLIER PRACTICE OF REQUIRING AN ALLEGATION OF USE .
AND SPECIMENS WAS REII\_ISTATEDE. |

THE MATTER REMAINED DORMANT UNTIL 1973 wHEN THE TRADEMARK TRIAL AND Appeal. Boarp
4

HANDED DOAN I1TS DECISION IN YHAT HAS COME TO BE KNOWN AS THE “L ;0N TrREE” CASE
THe BOARD HELD THAT ALLEGATIONS OF “USE” AND SPECIMENS SHOULD NC LONGER BE REQUIRED
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IN CONNECTION WITH APPLICATIONS UNDER SECTION U4, THAT CASE WAS APPEALED TO

e DistricT CourT oF THE DISTRICT OF COLUMBIA. JDGE HART CONCLUDED THAT THE
BoARD'S DECISION WAS IN ERROR AND HE WENT ON TO NOTE THAT THE TRADEARK ACT WS
DESIGNED TO PROTECT TRADEMARKS USED IN COMVERCE AND THAT THE USE OF A TRADEMARK
ouTsipe THE U,S, DOES NOT ESTABLISH OR CREATE RIGHTS WHICH CAN BE ASSERTED IN AN
INTERPARTES PROCEEDING 5 AND VACATED THE DECISION OF THE TRADEMARK TRIAL AND

AppeAL BOARD,

THERE WAS, HOWEVER, ANOTHER 1SSUE WHICH WAS RAISED IN THE "Levon TREE” CASE,
NAMELY, VHETHER AN APPLICANT WHo, AT THE TIME OF FILING, HAD NOT USED THE MARK
| ANYWHERE CAN RELY ON THE' SIX MONTHS CONVENTION PRICRITY UNDER SecTion 44(D) A
'PREVAIL OVER A PARTY WHO USED THE MARK IN THE U.S, DURING THE SIX MONTHS CONVENTI
PRIORITY PERIOD. T COURT CONCLUDED THAT THE FIRST PARTY TOUSE IN THE U.S. SHOWI
PREVALL NOTWITHSTANDING THE FACT THAT THE FOREIGN APPLICANT HAD MADE USE OF THE
MARK SOMEWHERE, IN THIS CASE CANADA, PRIOR TO FILING IN THE 4.5, THIS HOLDING
WOULD SEEM TO BE A VIOLATION OF ARTICLE 4(B) oF THE CONVENTION WHICH IN EFFECT
PROVIDES THAT FILING IN A MEMBER COUNTRY DURING THE SIX MONTHS PRIORITY PERIOD
| SHALL NOT BE INVALIDATED THROUGH FILING OR USE OF A TRADEMARK BY ANOTHER PARTY
IN THAT MEMBER COUNTRY DURING THE SIX MONTHS FRIORITY PERIOD. THE SOLICITOR OF
THE PaTeEnT OFFICE MOVED TO INTERVENE AND HAVE THE DECISION RECONSIDERED, The
MOTION WAS DENIED BY THE COURT AND THE CASE IS NOW ON APPEAL To THE DIsTRICT
_CourT oF APPEALS OF THE DisTRICT OF CoLUMBIA.

“THERE WOULD APPEAR TO BE SEVERAL OTHER CASES WORTHY OF MENTION WHICH HAVE BERY
DECIDED SINCE “LEMON TREE” rirsT cams up.  IN ConsoLIDATED CrgaR (CRPORATION V.
The Japan MoworoLy Core, (181 USPQ 784) pECIDED BY THE TRADEMARK TRIAL AND APPEAL
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IN EFFECT
RITY PERICD

Boarp IN 1974, A JAPANESE APPLICANT FILED AN APPLICATION ON THE BASIS OF AN :

EXISTING JAPANESE REGISTRATION, IT RECITED USE OF THE MARK IN JAPAN AND SUBMITTED |

| SPECIMENS, ITS APPLICATION WAS OPPOSED ON THE BASIS THAT NO CLAIM OF USE IN THE

U,S. HAD BEEN MADE WHEREAS OPPOSER HAD USED THE MARK IN THE U.S. THE TRADEMARK

TRIAL AND APPEAL BOARD REFUSED TO SUSPEND THE PROCEEDINGS PENDING A DECISION IN

THe “LEMON TREE" cast, THe BOARD HELD THE APPLICANT ¥AS ENTITLED TO RELY ON THE
FILING DATE OF ITS U.S. APPLICATION AS ITS DATE OF FIRST USE AND SINCE THAT DATE
WAS EARLIER THAN OPPOSER’S FIRST USE DATE OPPOSER COULD NOT BE DAMAGED BY THE

~ REGISTRATION TO APPLICANT AND DISMISSED THE OPPOSITION,

IN A LATER INFRINGEMENT CASE IN NORTH CAROLINA THE DiSTRICT COURT DISAGREED
Wit Jubce HarT 1 THE "LEMON TREE" cask oN THE CONVENTION PRIORITY ISSUE AND
HELD THAT A FOREIGN APPLICANT WAS ENTITLED TO PREVAIL OVER A DEFEMDANT WHO
ALLEGED FIRST USE IN THE U.S, DURING THE SIX MONTH PRIORITY PERIO B,

WHERE DO 'WE STAND INSOFAR AS THE FILING OF U.S, TRADEMARK APPLICATIONS BY-
FOREIGN NATIONALS ARE CONCERMED? IN CASES WHERE APPLICATIONS ARE FILED WITHOUT
AULEGING “USE” AND SUBMITTING SPECIMENS, THE IRADEMARK OFFICE 1S NOW RETURNING
SUCH APPLICATIONS,

WHAT SHOULD A FOREIGN NATIONAL DO ABOUT FILING IN THE U\S,7 CLEARLY, HE HAS
NO PROBLEM INSOFAR AS OBTAINING A U.S. REGISTRATION 1S CONCERNED IF HE IS USING
THE MARK SOMEWHERE AND CAN SUBMIT SPECIMENS, IN THE EVENT HE HAS NOT USED THE
MARK ANYWHERE BUT HAS EVERY -INTENTION OF DOING S0, HE MUST WAIT UNTIL HE HAS
USED THE MARK,




LET US AssUME THAT A U.S, REGISTRATION HAS ISSUED, WHETHER IT BE TO A
FOREIGN NATIONAL OR T A PARTY DOMICILED IN THE U,S. = AND IN THIS REGARD THE
 FOREIGN PARTY SHOULD BEAR IN MIND THAT ONCE A U.S. REGISTRATION ISSUES IT IS
'INDEPENDENT OF THE FOREIGN REGISTRATION ON-WHICH IT IS BASED - WHAT FUTURE
STEPS WILL BE REQUIRED TO MAINTAIN THAT REGISTRATION AND WHAT PITFALLS LIE
PHEAD?

In HE U.S:, IN ORDER TO MAINTAIN AN EXISTING REGISTRATION, AN ASFIDAVIT -

KNOWN AS A SECTION 8 AFFIDAVIT - MUST BE FILED WITHIN THE SIXTH YEAR FOLLOWING |
THE DATE OF REGISTRATION SHOWING THAT THE “MARK IS STILL IN USE OR SHOWING THAT
ITS NON-USE 1S DUE TO SPECIAL CIRCLMSTANCES WHICH EXCUSE SUCH NON-USE AND 1S Nor |
DUE TO ANY INTENTION TO ABANDON THE MARK",  YOU WILL NOTE THE STATUTE SAYS "IN |

USE” AND NOT “IN INTERSTATE USE", THE TRADEMARK OFFICE HAS TAKEN THE POSITION
* THAT THE USE ON WHICH THE AFFIDAVIT IS BASED IS NOT REQUIRED TO BE USE "IN
COMMERCE”, BUT THAT 1T MAY BE ANY TYPE OF ACTUAL USE AS DISTINGUISHED, FOR
EXAMPLE, FROM USE MERELY FOR THE PURPOSE OF ADVERTISING 7. SECTION 8 REQUIRES
A "SHOWING” THAT THE MARK IS STILL IN USE. “SHOWING” MEANS “PROOF’ - EVIDENCE
QF' THE CONTINUED USE OF THE MARK. THE MOST CONVENIENT AND ACCEPTABLE METHOD
APPEARS TO BE TO SUBMIT A SPECIMEN SHOWING HOW THE'MARK 1S CURRENTLY USED,

_THE'. Section 8 AFFIDAVIT DOES NOT REQUIRE THE GOODS TO BE NAMED IN THE AFFIDAVIT :
S0 CONTINUING USE ON ANY ITEM SET QUL IN THE SPECIFICATION OF GOODS IS A SUFFICIEN §
_BASIS ON WAICH TO FILE THE AFFIDAVIT, FURTHER, THE MARK AS USED MUST BE ESSEN- |
..."FIAL!;?/ THE SAME AS THE MARK WHICH APPEARS IN THE REGISTRATICH. '

WHAT THEN ARE SOME PITFALLS IN FILING SECTION B AFFIDAVITS, ASSUMING NO SHOKING
OF EXCUSABLE NON-USE CAN BE MADE? MHILE IT APPEARS THE PATENT OFFICE WILL ACCEPT
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AN AFFIDAVIT STATING A MARK “IS STILL IN USE” OR “STILL IN USE IN A NAMED COUNTRY

e

oTHER THAN THE U.S." T suBMIT THE FILING OF SUCH AN AFFIDAVIT BASED ON USE OUTSIDE
- 7HE U.S, COULD ONE DAY BE HELD TO BE UNACCEPTABLE. [T HAS BEEN HELD LMDER OUR :
LAW THAT A FOREIGN REGISTRANT MUST, WITHIN A REASONABLE PERIOD OF TIME AFTER THE
18SUANCE OF A U,S, REGISTRATION, USE THE MARK IN THE UNITED STATESvOR IN OTHER
COMMERCE WHICH MAY BE LAWFULLY REGULATED BY (ONGRESS AND THAT FAILURE TO MAKE
SUCH USE FOR A TWO YEAR PERIOD CONSTITUTES PRIMA FACIE EVIDENCE OF ARANDONMENT
OF THE RIGHTS ACQUIRED BY THE REGISTRATION AND MAKES THE REGISTRATION SUBJECT
TO'CANCELLATION O, IN THIS PARTICULAR CASE A SECTION 8 AFFIDAVIT OF USE HAD
BEEN FILED ON THE BASIS THAT THE MARK WAS STILL IN USE IN GREAT BRITAIN AND HAD

BEEN ACCEPTED BY THE PATENT OFFICE,

THEREFORE, iT WOULD APPEAR THAT IF A FOREIGN NATIOWAL WISHES TO MAINTAIN ITS
~ REGISTRATION IT SHOULD USE ITS MARK IN INTERSTATE COMMERCE OR IN FOREIGN COMMERCE
WITH  THE UNITED STATES WITRIN TWO YEARS OF THE ISSUANCE OF A REGISTRATION.

~ WHAT ABOUT THE “GOODS” ASPECT OF THE SECTION 8 AFFIDAVIT? SECTION 8 DOES NoT
REQUIRE THAT GOODS OR SERVICES BE NAVED. HOWEVER, IF THE GOODS ARE IDENTIFIED
IN THE AFFIDAVIT, AT LEAST ONE OF THE NAMED GOODS SHOULD BE AN ITEM WHICH IS SET

OUT IN THE REGISTRATION. IT IS MY UNDERSTANDING THE PATENT OFFICE WILL HOT REGARD |

AS UNACCEPTABLE A SPECIMEN WHICH IS SUBMITTED TO SHOW USE OF THE MARK EVEN THOUGH
IT IS IN RESPiéCT OF AN ITEM NOT COVERED BY THE SPECIFICATION OF GOODS, HOWEVER,

IF THE REGISTRANT IS AWARE THAT THE MARK IS NOT IN USE ON ANY OF THE GDODS S&T OUT !
IN THE SPECIFICATION AND KNOWINGLY SUBMITS AN AFFIDAVIT THAT THE MARK IS IN USE :
ALONG WITH A SPECIMEN SHOWING USE OF AN ITEM OTHER THAN ONE COVERED BY THE REGIS-
TRATION, THER | BELIEVE TWAT THERE IS A GRAVE RISK THAT SOMSOME WHO 1S BEING DAMAGES




BY THE MAINTENANCE OF THAT REGISTRATION COULD ATTACK IT NOT ONLY ON THE BASIS
OF NON-USE BUT ON THE BASIS OF FRAUD,

THERE 15 ANOTHER ELEMENT TO BE CONSIDERED. WHETHER THE MARK IS STILL IN
USE IN THE FORM SHOWN IN THE REGISTRATION., IF THE MARK HAS BEEN ALTERED AND
IF THE ALTERATION 1S A MATERIAL ONE THE AFFIDAVIT WILL NOT BE ACCEPTED. [ROM

A STANDPOINT OF TIME ALLOTTED WE CANNOT GO INTO THE GUESTION OF WHAT CONSTITUTES
A MATERIAL ALTERATION, HOWEVER, THE DANGER I WOULD LIKE TO POINT UP IS ONE WHERS
THE REGISTRANT, BEING OF THE OPINION THE CHANGE IS NOT A MATERIAL ONE, DECIDES
NOT TO RISK HAVING THE AFFIDAVIT TURNED DOWN AND SUBMITS A SPECIMEN WHICH SHOWS
THE MARK IN USE AS IT WAS AT THE TIME OF REGISTRATION AND NOT AS IT IS AT THE
TIME THE AFFIDAVIT 1S FILED, THIS COULD CONSTITUTE FRAUD ON THE TRADEMSRK OFFICE §
AND THE REGISTRATION COULD FALL IF IT 1S ATTACKED ON THIS BASIS, WHILE FRAUD FWY
NOT BE A-VALID BASIS FOR ATTACKING A REGISTRATION IF THE MARK IS STILL IN USE |}
SOMEWHERE IN ITS ORIGINAL FORM, IF IT IS IN USE IN A MATERIALLY ALTERED FORM I |}
THE UNITED STATES THE REGISTRATION MAY STILL BE ATTACKED FOR NON-USE OF THE MARK | §
AS REGISTERED AND THE REGISTRANT MAY HAVE TO RELY ON COMPON LAW RIGHTS WHICH |3
HAVE BEEN ESTABLISHED IN THE MATERIALLY ALTERED MSRK. THESE COULD BE OF LITTLE
VALUE TO PRESERVE RIGHTS AGAINST A PRIOR USER OF A MARK WHICH 1S CONFUSINGLY
SIMILAR TO THE ALTERED MARK BUT NOT TO THE MARK AS ORIGINALLY REGISTERED.

IT 1S IMPORTANT FOR EVERY REGISTRANT TO CAREFULLY CONSIDER CHANGES IN 1TS
MARK TO DETERMINE WHETHER THEY CAN BE VIEWED AS NON MATERTAL ALTERATIONS OR
WHETHER THE MARK SHOULD BE TREATED AS A NEW ONE WHICH SHOULD BE SEARCHED AND
MADE THE SUBJECT OF A NEW APPLICATION. WHEN IN DOUBT A PETITION CAN BE FILED
UNDER SECTION 7{D) TO AMEND THE MARK AS SOON AS THE NEW FORM IS IN USE AND .
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WITHOUT WAITING TO DO S0. AT THE TIME OF FILING A SecTion 8 AFFIDAVIT OR A

RENEWAL APPLICATION WHEN INSURIVOUNTABLE OBSTANCES CAN BE ENCOUNTERED,

- Unper Section 15 oF THE TRADEMARK ACT, A REGISTRATION ON THE PRINCIPAL
REGISTER CAN BECOME INCONTESTIBLE IF AN AFFIDAVIT IS FILED ANY TIME YHEN THE
REGISTRANT CAN CLAIM FIVE CONSECUTIVE YEARS CONTINUOUS USE OF THE MARK SUBSEQUENT
T0 THE DATE OF REGISTRATION. THIS MEANS THE EARLIEST DATE THE AFFIDAVIT CAN |
BE FILED COINCIDES WITH THE EARLIEST DATE THE SECTION 8 AFFIDAVIT CAM BE FILED
AND OFTEN THEY ARE FILED AS A COMBINED AFFIDAVIT DURING THE SIXTH YEAR OF
REGISTRATION,

THE STATEMENTS REQUIRED IN THE SecTion 15 AFFIDAVIT, HOWEVER, DIFFER EROM
THOSE REQUIRED IN A SecTion 8 AFFipavitT, How?

FIrsT, THE AFFIDAVIT MUST IDENTIFY THE SPECIFIC

ITEMS AS SET OUT IN THE REGISTRATICN ON WHICH

THE MARK HAS BEEN CONTINUOUSLY USED FGR AT LEAST
" A FIVE YEAR PERIOD.

SECOND, THE USE ON WHICH THE AFFIDAVIT IS BASED MUST
BE USE IN COMMERCE — IN OTHER WORDS IN COMMERCE
REGULATED BY THE .S,

THIRD, THERE MUST BE A STATEMENT THAT THERE HAS BEEN
NO FINAL DECISION ADVERSE TO THE REGISTRANT'S CLAIA.
OF OANERSHIP OF TME MARK FOR THE GOCDS OR SERVICES,
OR TO THE REGISTRANT'S RIGHT TO REGISTER SAME OR 70

KEEP SaME OGN THE ReGIsTER,




FOURTH, THERE MUST ALSO EZ A STATEMENT THAT THERE IS
NO PROCEEDING INVOLVING SAID RIGHTS PEXDING IN THE
Patent OFrFIcE OrR IN A COURT NOT FINALLY DISPOSED OF,

IT WiLL, THEREFORE, BE APPARENT THAT IF A COMBINED SecTion 8 awp 15 ArFinavit |
IS FILED, DIFFICULTIES COULD ARISE BECAUSE THE ALLEGATIONS WHICH WILL SUPPORT
THE SECTION 8 AFFIDAVIT ARE NOT ADEGUATE TO OBTAIN INCONTESTIBILITY. LET'S
ASSUME THERE HAS BEEN FIVE YEARS CONTINUOUS USE OF A MARK ON GOODS NAMED IN THE
REGISTRATION AND IN COMMERCE IN OR WITH THE LLS., ARE THERE ANY OTHER PITFALLS
TO BE CONSIDERED? | THINK THERE ARE AT LEAST TWO WORTHY OF MENTION:

ONE 1S ALTERATION OF THE MARK FROM THE FORM IN WHICH REGISTERED. THE AFFI-
DAVIT REQUIRES A RECITATION THAT THE MARK SHOWN IN THE REGISTRATION HAS BEEW
"IN CONTINJOUS USE” FOR FIVE YEARS, IF DURING THAT PERIOD THE MARK HAS BEEN THE
. SUBJECT OF A MATERIAL ALTERATION - AND PLEASE NOTE | SAID MATERIAL ALTERATION -
IN OTHER WORDS ONE WHICH COULD NOT BE MADE BY AN AMENDMENT UNDER 7(D), THEN THE
AFFIDAVIT WOULD BE IMPROPER. IT SHOULD BE ABLE TO BE ATTACKED AND THE REGISTRANT
COULD BE FORECLOSED FROM CLAIMING THE BENEFITS OF INCONTESTIBILITY, |

THERE 1S ALSO ANOTHER PITFALL CONCERNING USE OF THE MARK IN COMMERCE WHICH 18
EQUALLY OF CONCERN IN FILING APPLICATIONS FOR RENEWAL OF A REGISTRATION WHICH
WILL BE DISCUSSED SUBSEQUENTLY, YOU WILL RECALL ] POINTED OUT THAT THE SECTION
15 AFFIDAVIT MUST CONTAIN A STATEMENT THAT THE MARK HAS BEEN USED IN COMMERCE
REGULATER BY THE U,S, RuLe 2,69 oF THE RuLES OF PRACTICE PROVIDES THAT WHEN THE
SALE OR TRANSPORTATION OF ANY PRODUCT FOR WHICH REGISTRATICN OF A TRADEMARK 1S
SOUGHT 1S REGULATED BY AN AcT oF Concress, THE PATENT AND Trapemark  OFFICE may,
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BEFORE ALLOWANCE, MAKE APPROPRIATE INQUIRY AS TO COMPLIANCE WITH SUCH ACT FOR
THE SOLE PURPOSE OF DETERMINING LAWFULNESS OF THE COMMERCE RECITED IN THE
APPLICATION, . IN THE FIRST DECISION DEALING WITH THE SUBJECT OF THIS RULE THE
BASIS OF THE RULE WAS EXPLAINED AND THE COMMISSIONER OF PATENTS STATED THAT,

AFFIDAVIT " ' '
EXPRESSED IN ITS MOST CONCISE FORM, THE CONCLUSION

REACHED HEREIN IS THAT UéE OF A MARK IN CONNECTION

WITH UNLAWFUL SHIPMENTS IN INTERSTATE COMMERCE IS
NOT USE OF A MARK IN COMMERCE WHICH THE PATENT OFFICE
MAY RECOGNIZE" 3, |

IN A SUBSEQUENT CASE THE T1AB STATED,

“.. IF SPECIMEN LABELS SUBMITTED WITH AN APPLICATION
SHOW.| ON THEIR FACE THAT AN APPLICANT HAS NOT COMPLIED
WITH THE LABELING PROVISIONS OF A REGULATORY STATUTE

| ~ GOVERNING SHIPMENT IN COMMERCE OF 600DS BEARING SUCH
LABELS, A QUESTION MAY BE RAISED UNDER Ruie 2.69 70
ASCERTAIN WHETHER THE APPLICANT HAD COMPLIED WITH THE
APPLICABLE STATUTE +4ss IF A SATISFACTORY RESPONSE

IS NOT FORTHCOMING REGISTRATION MAY BE REFUSED BECAUSE...

SHIPMENTS OF GOODS UNDER NON CONFORMING LABELS ARE

ronawrLL srievenTs’ 0, '

INQUIRY 1S MADE WHERE APPLICATIONS ARE FILED IN REGARD TO THE FOLLOWING:

#True Feperat InsEcTICIDE, FUNGICIDE AMD RopenTIciDe Act”

FFICE MAY, THE PeaT InspEcTInG AcT”




"PoulTrY Propucts INSPECTION AcT”
"The FepEraL ALCOHOL ADMINISTRATION ACT”
"The FeperaL Seep Act”
"THe FeperaL Foop, DRus AND CosMeTic AcT”
"26 USC 7805 RELATING TO CIGARS AND CIGARETTES
(TP 901.01 - 901,06

WHILE THE INQUIRY IS NORMALLY MADE WHEN APPLICATIONS ARE FILED I WOULD SUBMIT

THAT ANY TIME A STATEMENT IS REQUIRED THAT A MARK IS IN USE “IN cOMMERCE”, IF
THE LABELLING OR FORMULATION DOES NOT COMPLY WITH THE Resuatory Acts 1 Have
MENT IONED, THERE IS NOT A LAWFUL USE IN COMMERCE AND ANY AFFIDAVIT OR OTHER
PAPER WHICH IS FILED TO MAINTAIN A REGISTRATION MAY.BE VIEWED AS FRAUDULENT,

WHAT DOES THIS MEAN INSOFAR AS A FOREIGN NATIONAL 1S COMCERNED? IT IS EXTREMELY

¢
IMPORTANT THAT WHEN ANY AFFIDAVIT OR OTHER PAPER IS FILED ALLEGING USE IN coms;izcs
THAT THE REGISTRANT BE CERTAIN ALL REGULATORY ACTS ARE BEING COMPLIED WITH. F,efmm
TO COMPLY MAY BE'THE RESULT OF LACK OF KNOWLEDGE OF THE REGULATORY ACT, OR A |
MODIFICATION OF IT, OR, PERHAPS, DUE TO A CHANGE IN FORMULATION OR PACKAGING oF

' THE PRODUCT OVER THE YEARS SO IT NO LONGER MEETS THE REQUIREMENTS OF A PARTICULAR
AcT. CERTAINLY IT IS ESSENTIAL THAT THE LASEL SUBMITTED SHOW CURRENT USE OF T
MARK AND AN OLD ONE,. OR ONE IN USE ouTsIpg THE U.S., SHOULD NOT BE USED SOLELY

BECAUSE IT COMPLIES WITH THE AcT AND THE NEW ONE DOES NOT. IN THE CASE OF AN

' AFFIDAVIT NO INQUIRY MAY BE FORTHCOMING FROM THE PATENT OFFICE BUT THE SPECIMEN, |

IS OF RECORD "IN THE FILE AND MAY AFFORD AN OPPONENT IN AN INTER PARTES PROCEEDIN
A BASIS ON WHICH TO ATTACH THE REGISTRATION,

THE NEXT MAINTENANCE ACTION I WOULD LIKE TO TOUCH UPON IS'RENEWAL OF THE REGI!
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SPECIMEN

PROCEEDING

TRATION. A REGISTRATION REMAINS IN FORCE FOR TWENTY YEARS PROVIDED THE SECTICN
8 AFFIDAVIT IS FILED IN THE SIXTH YEAR, THE RENEWAL APPLICATION CAN BE FILED
NOT EARLIER THAN. SIX MONTHS PRIOR TO THE EXPIRATION DATE AND WITHIN THREE HONTHS
THEREAFTER AS A LATE RENEWAL. THE RENSWAL AFFIDAVIT MUST SET FORTH THE GOODS OR
SERVICES RECITED IN THE REGISTRATION ON R IN CON NECTION WITH WHICH THE MARK IS
STILL IN USE IN COMMERCE REGULATED BY THE U.S. A SPECIMEN OR FACSIMILE SHOWING
CURRENT USE OF THE MARK MUST BE SUBMITTED. LASTLY, AN APPLICATION FOR RENEWAL
MUST BE FILED BY THE RECORD OWNER OF THE MARK,

HERE AGAIN ANY FALSE STATEMENTS WHICH MAY BE MADE IN THE AFFIDAVIT MAY
CONSTITUTE FRAUD. IN THIS REGARD, A REGISTRATION OF STAG FOR CIGARETTE TOBACCO
WAS CANCELLED FOR FRAUD WHICH INVOLVED A FALSE STATEMENT OF USE., AT THE TIME
THE MARK WAS RENEWED IT WAS ONLY IN USE ON CIGARS. HOWEVER, THE REGISTRANT

FILED AN AFFIDAVIT STATING THE MARK WAS IN USE ON CIGARETTE TOBACCO n.

[ THINK IN THE DISCUSSION OF THE SECTioN 8 AND 15 AFFIDAVITS I HAVE ALREADY

COVERED THE “USE IN COMMERCE” AND “USE ON THE GOODS” ASPECT SO NO FURTHER CLARI-
FICATION IS NECESSARY. THE COMMENTS | MADE ABOUT COMPLIANCE WITH CERTAIN U.S, |

REGULATORY ACTS ARE APPLICABLE WHENEVER AN AFFIDAVIT IS REQUIRED STATING THAT
THE MAX . IS IN USE IN COMMERCE REGULATED BY THE U.S,

THE NEW POINT WHICH THE RENEWAL APPLICATION HAS BROUGHT UP IS THE NEED FCR
THE ACTION TO BE TAKEN BY THE RECORD OWNER.. OFTEN DURING THE l_iFE OF A REGIS- :
TRATION IT IS ASSIGMED OR THERE IS A MERGER OR A CHANGE OF NAME OF THE REGISTERED
OWNER, 1F THIS OCCURS IT 1S ESSENTIAL THAT THE ASSI_GNNEN’L !‘ERQER CR CHANGE OF |
NAME BE RECORDED PRIOR TO THE FILING OF THE RENEWAL APPLICATION, 1 woun ADD




HERE THAT IT IS ALSO IMPORTANT FOR ANY CHANGE OF ADDRESS TO BE RECORDED OVER
THE YEARS SO ALL COMMUNICATIONS FROM THE PATENT OFFICE WILL REACH THE OWNER OF
THE REGISTRATION PROMPTLY, IF AN ASSIGNMENT IS NOT RECORDED, OR IF A CHANGE

OF ADDRESS IS NOT RECORDED, IT COULD RESULT IN A REGISTRATION BEING CANCELLED
BY DEFAULT ON THE PART OF THE REGISTRANT,

OFTENTIMES A REGISTRATION IS LICENSED AND THE RENEWAL APPLICATION IS FILED
IN THE L[CENSEE'S NAME. THIS IS IMPROPER, IT 1S THE RECORD OWNER WHO SHOULD
FILE THE RENEWAL APPLICATION, THOUGH IT MAY BE NECESSARY FOR HIM TO OFFER AN

EXPLANATION OF THE LICENSING ARRANGEMENT IN THE RENEWAL APPLICATION. IN THE
U.S., LICENSING 1S PERMITTED BUT IT IS NOT NECESSARY TO RECORD THE LICENSE.
HoweveR, THERE SHOULD BE A FORMAL LICENSE BETWEEN THE PARTIES WHICH IS BEING
'RELIED OMN UNLESS THE LICENSEE IS A SUBSIDIARY VHICH 1S CONTROLLED BY THE -
LICENSOR, UNFORTUNATELY, TIME DOES NOT PERMIT US TO GET INTO LICENSING OF
TRADEMARKS, WHICH WOULD BE A SUBJECT IN ITSELF,

WHEN T CORRESPONDED WITH MR, Tsuxamoto, Vice-CHairan oF Commitiee 1 -
TRADEMARKS, HE ADVISED ME THERE WOULD BE AN INTEREST IN DISCUSSING HOW WELL- |
KNOWN TRADEMARKS CAN BE PROTECTED AGAINST REGISTRATION BY THIRD PARTIES IN THE |
U.5. HERE AGAIN, TIME DOES NOT PERMIT US TO DISCUSS THIS MATTER IN GREAT D"TA[L._ ‘_
] HAVE POINTED QUT ALREADY THAT IN THE U.S, RIGHTS ARISE THROUGH USE OF MARKS, - '
WHILE A FORETGN NATIONAL cAN OBTAIN A U.S. REGISTRATION BASED ON A FOREIGN

REGISTRATION AND USE, StcH A .S, REGISTRATION BECOMES INDEPENDENT OF THE FOREIG‘i
REGISTRATION UPON ISSUANCE WHICH MEANS IT IS VULNERABLE TO ATTACK IF IT IS NOT : |
USED IN THE LS, WITHIN A REASOMABLE TIME, THIS MEANS THAT UNLESS A WELL-KNOHM
MARK 1S USED IN THE U.S. 1T 1S EXTREMELY VULNERABLE TO APPROPRIATION BY ANOTHER
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IS BEING
THE -

FOR THE SAME OR SIMILAR GOODS. THERE IS NO SUCH THING AS A DEFENSIVE REGIS-

- TRaTION IN THE U.S.

IT 15 TRUE THAT IN SEVERAL CASES INVOLVING RESTAURANTS THE FOREIGH GHNERS
OF THE MARKS WERE SUCCESSFUL IN PREVENTING PARTIES FROM USING THZM IN THE .S,
THe MaRks INVOLVED WER “WAXI'S” 12 g “PRINIER” B, The romiem 1 e navne
OF A WELL-KNOWN RESTAURANT IN PARIS AND THE LATTER ONE IN PARIS AND LonDON, THE
New York Court IN THE “MAXIN'S” CASE APPEARED TO RECOGNIZE THE REPUTATION OF :
THESE RESTAURANTS IN THE U.S. AND THAT THEY HAD ESTABLISHED PRIORITY IN THESE
SERVICE MARKS THROUGH ADVERTISING IN THE U,S, HOWEVER, THESE ARE EXCEPTIONS __
AND ADVERTISING ALONE IS ORDINARILY NOT ENOUGH TO ESTABLISH RIGHTS IN A TRADE-

 MarK 1N tHE U,S,

WHAT THEN CAN A FOREIGN NATIONAL DO TO PROTECT ITS WELL-KNOWN MARK IN THE |
U.S. IT cAN REGISTER THE MARK AND PUT IT INTO USE IN THE U.S. IF THE MARK IS
SUFFICIENTLY WELL KNOWN IT WOULD SEEM THAT THERE OUGHT TO BE WAYS TO PUT IT Imé
USE, EVEN IF AT A LOW LEVEL BUT IN A BONA FIDE WAY. N THE CASE OF A CONSLMEP

'PRODUCT, PERHAPS, BY MAKING IT AVAILABLE THROUGH A NUMBER OF STORES THROUGHOUT

THe U.S. OR THROUGH A MAIL ORDER HOUSE. AN ALTERNATIVE WOULD BE TO REGISTER THE
MARK AND LICENSE A U.S. COMPANY TO USE IT, IF THE MARK CANNOT BE PUT INTO USE
IN THE U.S, 1T WOULD APPEAR THERE IS NO WAY OF FROTECTING IT AGAINST APPROPRIATIjQN
BY ANOTHER PARTY, -

1 HAVE BEEN TALKING ABOUT WELL-KNCWN MARKS WHICH ARE NOT IM USE AT ALL IN THE

U.S. BHAT ABOUT THE MARK WHICH 1S IN USE AND HAS BEEN REGISTERED 1N THE US.
FOR PARTICULAR GoDS? CAN IT BE PROTECTED AGAINST APPROPRIATICH BY AMOTHER FOR

b
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DIFFERENT €oons? [N SUCH A SITUATION THE OWMER OF THE WELL-KNOWN MARK MAY BE
IN A POSITION TO BRING AN INFRINGEMENT ACTIGH IN THE CourTS. WHETHER HE WILL
'PREVAIL WOULD DEPEND ON WHETHER THZ MARK IS INHERENTLY A STRONG ONE OR A WEAK
ONE, HOW WELL KNOWN IT IS, AND CONSIDERING THESE FACTORS WHETHER PERSONS SEEING

THE MARK IN USE ON THE GOODS WOULD BE LIKELY TO ASSUME THEY ORIGINATE WITH THE
ONNER OF THE WELL-KNOWN MARK, CERTAINLY, STRONG WELL-KNGHN MARKS WILL BE GIVEN
A BROADER AVBIT OF PROTECTION THAN A WEAK MARK EVEN THOUGH THE LATTER FAY BE
WELL KNOWN IN RESPECT OF PARTICULAR GOGDS,

HoweveR, EVEN IF THE GOODS ON WHICH THE MARK (S USED ARE TOTALLY WRELATED
T0 THE GOODS oN WHICH A THIRD PARTY HAS USED THE MARK AND EVEN IF THE MARK 1S

NOT AS STRONG AS ONE MIGHT WISH - NoT THE "KODAK” IN ITS FIELD, THERE IS STILL

Hope, In THE U.S. THE STATES ALSO HAVE ENACTED TPADEMARK LAWS AND SOMS OF THEM ¢
HAVE INCLUDED ANTI-DILUTION PROVISIONS. THE PARTICULAR PROVISION IN MASSACHUSETTS (
* READS AS FOLLOWS: | .

{_IKELIHOOD_OF 134JURY TO DUSTNESS REPUTATION
OR_OF DILUTIG OF.THE DISTINCTIVE QUALITY QF
A_MARK REGISTERED UNDER_THIS CHAPTER. OR A

MARK VAL ID AT COMMON LAW, SU'ALL BE A GROUND

FOR INJUNCTIVE RELIEF NOTWITHSIANDING THE
ARSENCE OF COMPETITION BETWEEN THE PARTIES

OR_THE_ABSENCE OF CONFUSION_AS T0 THE SOURCE
- OF_GOODS AND SERVICES.

NOTE THAT RELIEF 1S AVAILABLE NOTWITHSTANDING THE ABSENCE OF COMPETITION BETHEE
THE PARTIES OR ABSENCE OF CONFUSION AS TO THE SOURCE OF GOODS AND SERVICES, THE ||

.PURPOSE OF THESE DILUTION STATUTES 1S TO PREVENT THE WHITTLING AWAY AND EROSION
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MAY BE

1S STILL

OF THE VALUE OF A DISTINCTIVE TRADEMARK AS A RESULT OF 1TS USE AND REGISTRATION |
BY OTHERS ON CLEARLY NON COMPETING GOODS. IN THE TIFFANY CASE THE Mass. FEDERAL
(ourT sa1D, '

"THE RISK OF DETRACTION MAY BE A RISK OF AN
EROSION OF THE PUBLIC'S IDENTIFICATION OF THIS
VERY STRONG MARK WITH THE PLAINTIFF ALONE,THUS
DIMINISHING ITS DIST.INETIVENESS, UNIQUENESS,

EFFECTIVENESS AND PRESTIGIOUS CONNOTATIONS,” W

THE QUESTION OF THE EXTENT TO WHICH U.S, COURTS ARE LIKELY TO GRANT RELIEF i
UNDER THE DILUTION DOCTRINE WOULD EiiAIL AN EXTENDED DISCUSSION, FOR OUR Puapas=q
[ THINK 1T SUFFICES TO SAY THAT SCME JUDGES ARE RELUCTANT TO GRANT RELIEF UNDER
THE DOCTRINE. HOWEVER, THE STATUTES OF THOSE STATES WHICH HAVE ANTI-DILUTION
PROVISIONS ARE CLEAR AND AFFORD THE OWNERS OF A WELL-KNOWN MARK AN ADDITICMAL |
BASIS ON WHICH TO SEEK RELIEF AGAINST OHE WHO APPROPRIATES THE SAME MARK FOR USE
ON NON COMPETING GOODS. 1T WOULD EE * VASE, HOWEVER, TO CONSIDER THE EXTENT AND |
MANNER IN WHICH THE ANTI-DILUTION PROVISIONS HAVE BEEN ENFORCED IN A PARTICULAR
STATE BEFCRE msrmrrme ANY ACTION IN THAT STATE. LASTLY, IT IS I¥PORTANT TO
BEAR IN MEND THAT THE DILUTION THEORY IS NOT RECOGNIZED UNDER THE U.S. TRADENAR:(S

Act. LIKELIHOOD OF CONFUSION IS THE ONLY TEST APPLIED UNDER THE U,S, TRADEMARKS |

e,

WHaT 1 HAVE ENDSAVORED TO COVER HERE TODAY COULD CLEARLY BE THE SUBJECT CF A
NUMBER OF DISCUSSIONS. THE TIME ALLOTTED HAS OMLY PERMI'ITE_D ME TO HIGHLIGHT
PROBLEM AREAS. HOPEFULLY, | MAVE SUCCEEDED IN GIVING YOU AN QVERVIEW SO THAT
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SHOUELD A FROBLEM ARISE YOU CAN MOVE IN THE T DIRECTION, ASK THE RIGHT
QUESTIONS AND ACHIEVE YOUR GOAL OF REGISTER:: 3, NAINTAINING AMD PRESERVING
EXCLUSIVE RIGHTS TO TRADEMARKS IN THE U.S,
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Our group made a study of regulations and government
guidelines for international licensing in South-east
Asian countries. Now I would like to give you.a brief

outline of our study.

Japanese Group, Committee;
Chairman: HISATAKA ONO
Reporter: MASAO TOMITA

REGULATIONS AND GOVERNMENT GUIDELINES
FOR INTERNATIONAL LICENSING IN SOUTH~
EAST ASIA

Introductioﬁ

As the corporations in advanced nations
promoted'their brisk activities interﬁationally, g
espescia-~1ly in developing_countries; during the |
past several vears, these countries, serving as
main arena for internationalization} came up with
various restrictions on the abuse of.aconomic
strength *of large corporations.

A resolution "The role of patents in the

transfer of technology to developing countries"
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was jointly proposed by Brazil and Columbia at
the 16th UNGA in 1961, which gave an impetus to

the recognition on the part of advanced nations

that they should change drastically their attitude
toward development assistance.

Problems on_the technology transfer to de-
veloping countries are currently being discus;ed
at UNCTAD and WIPO with a view to establighing
Code of Conduct and Model Law resfectivelf.

In South-east Asian countries - main arena for
international activities of Japan, .there is an
increasing tendency toward nationalism, and the
governments intervene more fregquently, especially
in restricting foreign capital.

Although there are scme differences in legal
sysﬁem as patent system and anti-monopoly law or
goyernment restrictions on the inductfon of foreign
capital aﬁd technology, I would like to explain
regulatiohs ahd government guidelines for inter-
national licénsing in éeveral countries of South-
"east Asia parficularly in India and the Philippines
whéré the patent‘systeﬁ isg eétablished and the

government policies are relatively definite.
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Regulétions and Government Guidelineé for Inter-
national Ligensing in India
India has a well-established patent system

in South—eas£ Asia and its government guidelines
are also definite. But the country hés recently
strengthened_its regulations to protect the
domestic'iﬁdustry, and there is.grdwing tendency |
t&ward stric; restrictions on fhe induction of

foreign capital and technology.

A. The Relaﬁed Clauses for Licensing Agreements,
provided.in the Patents Act of India

{(No. 39 of 1970)

(a) Invaiid Clauses in Licenéing Agreements
It is not lawful to insert in ény contract
for éatent license, a condition, thé effect
of which may be;
1. tﬁ.require the purchaser, lesses or !

licensee to acquire from the vendor,
léssor, licensor, or his nominees, or
té prohibit him from acquiring, or to

restrict in any manner or to any ex-

tent his right to acquire from any




person, tp prohibit the purchaser,
lessee or licensee from using, or to
restrict in any manner or to any ex-
tent, his right to use any process

other than the patented process.

Compulsory llcense, revocation or ex-
propriation

(i) Compulsory license or revocation where

the invention is not worked.

At any time after the expiration of
three yYears from the date‘éf the seal-
ing-of a patent the Controller may,
upon application,grant a compulsory
license upon such terms aé he may
deem fit;

;. if, by default by_the patentee
to manufacture in India to an
adeguate exteﬁt and supply on
reasonable terms thé patented
article: |

- an existing trade or industry
or the development thereof or

the establishment of any new
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trade or industry in India is
prejudiced; or

- the demand for the patented
article is notlbeing met to
an adequate extent or on
reasonable terms from manu-
facture in Ihdia; or

- a market for the export of the

patented article manufactured

in India is not being supplied
or deveioped; or

- the establishement or develop-
ment of commercial activities
in India is préjudiced;

2. if the patented invention is not
being worked in India on a com-
mercial scale to an adequate ex-
tent or is not‘being s0 worked
to the fullest e#tent that is
reasonably practicable

3. 1if the working of the patented

invention in India on a commercial

scale is being prevented or




hinderd by the importation
from abroad or the patented
article. (Act, Sec. 84
and 90 (a), (C).:and te))
4., On the same grounds, angd
:after the expiration of the
same period, the Central
Government may makg an

application to the Control-

ler for an endorsement of
the patent with the words
"Licenses.of right," with

the effect that any person

interested is entitled to
a license upon terms decided,
in the absence of agreement,

by the Controller.

({Act, Sec. 86 and 88)

Every patentee and every

licensee is 'required to
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(ii)

:furnish in intervals of
not less than six.months a
Statement on the extent

to which the patented
:invention haé_been worked
on a commercial scale i%
India (Act, Sec. l1l46).
Two years after the grant
éof a compulsory license
of a "licenses of right”
endorsement the patent

;may be reveoked on the same
| {(Act, 89},

_grounds Sec.

- Compulsory license, revocation

or e%propriation for reaéons
othér than non-working of the
invention |
The same sanctions are
referred to grant a license

on reascnable terms;




if by refusal of a patentee
to graht a license on reason-

able terms:

- an existing trade or indus-
try or the development
theréof or the establishment
of ény new trade or industry
in India is prejudiced; or

- the demand for the patented
article is not being met to
an adeguate extent or on
reasonable conditions from

manufacture in India; or

"= a market for the export of

the patented article manu-
factured in India is not
being supplied or developed;
ﬁr |

- the.ééﬁablishment or de-
veldpment of commercial ac-
tiviﬁies ih India is pre-

judiced;
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‘Sec. 84, B6, B8, B9, and 90(a)

if by reason of conditions

imported by the patentee.

upon the grant of licenses or
upon the.purchase, hire or use
of the patented arti&le or
process, the manufactur;, use
or sale of materials not pr§~
tected by the patent or the’

establishment or development

of any trade or industry in

India is prejudiced;
if the demand for the pPatented
article in India is being met

toa substantial extent by im-

portation from abroad by the

patentee or person claiming §

undexr him. E

if the patehted invention is
not available to the public

at a reasonable price, (Act,

and (b) and (d4)

-211-




As regards food, drugs and
chemicals, every patent is
deemed to Ee endorsed with the
wofds "Licenses of right"
after three years frém_the
daﬁe of sealing of the patent
(Act, Sec. 87.)

The Government may, if it con-
siders it necessary ;n the
public intergst, acquire all
the rights under a patent by
publishing a notification to
that effect in the 0Office
Gazette, and compensation is ’
given to the patentee and other
pefsons having an interest in
the patent (Act, Sec. 102)}.
Where the Central Government

is of the opinion thét a patent
or the mode in which it is ex-
ercized is mischievous to the
State qf generally prejudicial

to the public, it may, after




giving the patentee an oppor-
tunity to be heara, make ;
declaration to that effeqt in
the Official Gazette and there-

upon the patent shall be deemed

to be revoked (Act, Sec. 66) .

Guidelines by gbvernment and government office for

international licensing in India

In India the Foreign Investment Boafd is the
only government office responsible for the in-
duction §f foreign capital and technology.

| The government of India ciassifies industries
into tﬁose where foreign technical collaboration
may be permitted and those where no foreign collbo-
ration is consiﬁered necessary.. The government
issued'guideliées for the expenditious dispgsal of
all applicatioﬂs-for foreign technical collabo-

rations as outiined in the following.

(a) Royalty has been grouped into two ranges, a
low range ﬁp to 3% and the other up to 5%.

All royalties are subject to Indian taxes.




(b)

{c)

(4)

(4)

(£f)

(g)

royalty related to turnover.

Where an indigenocus. 'know-how'

Phere should generally be no provision for

payment of a stipulated minimum amount of

Royalty payments should normally be restricted
to a pefiod of 5 years from the date of com—.
mencemgnt of production provided production
is not deléyed beyond 2 years of signing of
agreement.

capable of com-
mercial exploitation is availgble, importation
of know-how is not normally pgrmissible. |
The ihportance of avoiding repetitive import
of know-hoﬁ for the same.dr similar product or
process should be kept in view. Also, to the
extent practicable,fresh entrants should be
asked to obtain the know-how importéd by those
alreadj in the field.

Suitable provision should be made for the
t{gining of Indians in the field of production
and maqagement..

The question of use of foreign brand names/

trade marks should be examined from the view-
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points (i) whether any additional payment is
envisaged for the use of such foreign brand

names; and (ii) whether the use of such names

would adversely affect the small~scale sectori_

or the indigenous industry. In such cases the

use of foreign brand names should not be

allowéd for products manufactured under

foreign collaboration and meant for the Indian

market.

In India payment of royalties to overseas concerns
is restricted by the Foreign Exchange Regulation

Act. Pursuant to this Act, the a?proval of the

central government and the Reserve Bank of India is,

necessary for the payment of royalties to overseas

concerns.,
Regulations and government guidelines for inter-
national licensing in the Philippines

A. Prowisions for licensing agreement in the

Republic Act of the Philippines

(a)

Compulsory Licensing

Although the Republic Act is framed
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(b)

after_the_American Patents Act, it differs
only in that the Director of the Patent
Office is given the compulsory licensing
right (Act 34 -36).

When there exist any reasons relevant to
compulsory license and any interested
person_claims it,the Director of Patents
shall publish the claims in the Official
Gazette, decide whether to grant patents
or not and attach necessary cohditions.
However, there have been no c;ses where
compulsory licenses are granted.
Refocétion'of Patents.-

The Republic Act of the Philippines
provides that the Director of Patents
shall have the right of revocation, {Act,
28 - 32)

I1f the patent right comes under the.
reasons provided in the Article 28 of the
Republic Act,any person may apply to the
Director of Patents for the revocation

of the patent right or any scope of its

claim.




Guidelines by government and government office -

for international licensing in the Philippines

;n éoncluding technical assistance agree-
ment with foreign countries in the Philipppines,
it 1s necessary to apply to the Securities ahd
Exchange Comﬁission and obtain the apprbval of
the Department of Trade under the coordination
of the Bdard of Investment and Fhe Central Bank.

The payment of royalties regquires the

!
approval of ﬁhe Central Bank and is subject to
the withholding tax of 35%, The Central Bank
notice No. 393 was issued in December 7, 1973,
ﬁaking the following rovalties the subject of
restriction.

"Those agreements made between residents
and non«residents on the use of trademarks;
copyrights and patents, and on the use or
transfer of technology or on the rendering of.
seryices whose payment is made by royalties or
lease fees linked to production, use or the
price ofrthecommodity sold."

Those agreements which come under the
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above restriqtion shall be sﬁbmitted to the

Central Bank for its approval and registration.

The Central Baﬁk confers with the Board of In-

vestment.

For .approval and registration, the follow-
ing requireménts shall be met.

(a) The tefm of agreement shall bé within 5
years and there shall be no pfovision
'fof automatic renewal.

(b) There shall be no restrictive clause on
the prohibition on the export of products
covered by agreement or the one which
promises the licensor to be exclusive
agency in éxporting.

{c) Royaities or lease fees shall not exceed
the following amount

i) 1In case of aéreements on rendering

technical services like know-how, 5%
of the wholesale price of the com-
modity. |

ii) In case of agreements on market

services like the permission to use

trademarks and tradenames, 2% of the




who;esale pricé of the commodity.
However, if special merits are recoyg-
nizeﬁ, the Finance Commission may
alle?iate the above restrictions upon
conshltation with the Foreign Reserve
Commission. 

Parenthetically, the above-mentioned
royalities do not limit the maximum.
amouﬁt of royalties in license agree-
ments, but set a limit to the amount
of remittance to foreign concerns.

That is, royalty rate may be fixed

by the parties concerned, but the

remittance of royalities shall be
made pursuant to this notice.

In the Philippines the Fair T;ade
Board is established inside the De-
partment of Trade:for the supexr-’
vision of unfair trade;practices.
Sﬁch;practices as restriqtion of
scale amount, misrepresentation,
price control and export restrictions

are regarded as unfair trade.




IV. 'Regulations and Government Guidelines for Inter-
national Licensing in Other South-east Asian

Countries

i) Thailand

There is no ceiling on royalties concerning

the introduction of technoclogy, but agree-

ments made between the parties concerned shall

be submitted to the Board of Investment.

There is no general guidelines against unfair
trade or Anti-Monopoly Law.

The government of Thailand regards the follow-

'ing practices as unfair trade.

(1) - To switch a part of the payment for ma-

chinery over to the price for technical

assistance.

(2) Requirement to purchase raw materials

from the licensor,
(3) To fix the price for raw materials..

(4) Unreasonable price.

ii)} Malaysia

It is neceésary to get the approval of the

Minister of Commerce and Industry and Bank
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Negara to ¢onclude the agreemeht for foreign
technical assistance.
Licensing royalties are kept within the maximum

2% under the guidance of the govefnment.

Conglusion

So far I have briefed on the regulations and
government guidelines for international licensing

in South-east Asian countries.

There have been few regulations against mono-
pely of the market by some big enterprises or
restrictions on:transactions in the developing
countrias, which is mainly because of the fact
that these coun#ries had very few Zaibatsu (big

financial combines) of big enterprises and also

because they may have recognized that the activitiesg

of big enterprises should be rather promoted to be

able to catch ub with the advanced nations.

Recently, however, we can see the growing nationalis@

and protectionism for domestic consumers.in these
develqping countries. They are adapting a clearer
attitude against thg industrial ruling by hugé
foreign capitals of the advanced countries and

establishing restrictive laws one after another.

i




_extraterritorial application of the Anti-Trust Law

For example, the Anti-Trust Law on the model of

Japanese Anti—Monépoly Law was submitted to the

congress of Tﬁailand.

However, for the countries importing technology,
it will be little effect‘to regulate unilaterally
the licensing agréement of international enterprises
and it will be diﬁficult for them to remove the
festrictions on competition even if they make the
and other national laws. Under these circumstances,
strong regulatioﬁ;, for instance, should be Established
by some intergovernmental agencies.

Discugsions about these matters, as I mentioned
before, are goingion among the people of WIPO or
UNCTAD, the resul# of which is expected to be fruitful,

I think ig necessary to continue our study .
attentively on how these Scuth-east Asian countries
-- developing countries in need of technical assist-
ance =-- intend to:induce foreign capital énd ﬁech-
nology in view of;their economic development plan,
and on what will 5e_the revision of patent syétem

and the trend in . regulations in each country,

-222-




LICENSOR'S WARRANTY UNDER JAPANESE LAW

Octcber 16, 197§

~Japanese Group Committe #2
Chairman: Hisataka ONO
Reporter: Kazuo TAKAYANAGI

Introduction:

Ladies and Gentlemen: It is a great pleasure for

me to speak on licensor's warranty under patent and
know—how 1icensing agreements. With respect to the

nature and scope of licensor's warranty, it seems to

me that the law is not entirely clear in most of the
countries of.the world. In Japan the law is not clear
and many problems are still up in the air.

The Japanese courts.have never had an opportunity
to rule on licensor's wérranty problems. fhis is partlg

attributable to the fact that the parties to a domestic

licensing agreement are inclined to settle any dispute
by.negotiation without recourse to law suit or arbi-
tration proceeding and that the parties to an inter-
national licensing agreement'usually agree to settle
any dispute by arbitration. L
Before I left Tokyo for Boston to attend this
conference, I had an opportuhity to discuss licensor's

warranty with the members of the working group of the

-223- .




Commitfee #2 on Patent Licensing Law and Practice of the
Japanese group. The working'group has attempted to
identify what kind of warranty obligations the licensor :
should usually bear and to clarify their nature and
scope under the Jaﬁanese Civil Codé. My speech is
essentially based én thé discussions with my colleagues"

of the working grodp.

1. Applicability of the Japanese Civil Code:

Warranty obligétions of the licensor can be classi-
fied into two kindé: warranty implied by law, and |
warranty expressly:agreed to by the licensor. In an
international licensing agreement, the nature and scope
of warranty primarily depend on the governing law selectw.
ed by the.parties.; thranty,.either express or implied,
may differ according to whether the subject matter of
licensé.is a ﬁatented invention or unpatented know-how,

I would like to first discuss the warranty problems
with respect to a patented invention in fairly detail,
and then discuss similar problems in know-how licensing,

‘The Civil Code of Japan was enacted in 1896, model~
ling after the Gerﬁan Civil Code and with much influence
of the French Civil Code. In Chapter II "Comtfact“ of
‘Book III “Obligationé“, the Civil Code provides thirteen

(13) kinds of typical contracts including contracts of
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sale. Although the Civil Code does not provide for
contracts of licensing of intellectual property, general

principles of provisions contained in the Code are appli-

cable with necessary modifications. With respect to th%.
licensor's warranﬁy, we must exémine to what extent rﬁlés
concerning the seller's warranty are applicablé by analégy
to licensing agreements. The Civil Code provides'two
types of warranties: one is the warranty of .title under
Articles 560 to.567, and the other, the warranty for
latent defects under Article 570.

¥ II. Warranty of Title:

Warranty of title is breached in any of the follow-

ing situations:

(1) where the thing sold is actually owned by a
third person (Art. 560); '

(2) where a part of the thing sold is actually
owned by a third person (Art. 563);

(3) where a part of the thing sold is lost or.

the thing sold is short in quantity (Art.565);
(4) where the thing sold is subject to usufructuary
right of a third person (Art. 566); and

(5)_where the thing sold is subject to a lien or

mortgage {(Art. 567).
For a breach of warranty by the'seller, the buyer
. may terminate the contract, demand reduction of purchase

price or recover damages.
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of title may occur in the following situations:
(1) where the licensed patent is subject to a non-
exclusive right of a prior user to work the

patented invention;

(2) where the licensed patent is subject to

restriction by the existence of a dominant

basic patent of a third perscon; and
(3) where the licensed patent is declared invalid
by the Patent Office. |
Article 79 of the Patent Law provides that a persoﬂ
who, in good faith, began working of a patented inventioe
before the patentee filed an application may continue to

work the patented invention on a non-exclusive basis,

In case of an exclusive license being granted to a third
person, the exclusivity of the license is subject to
limitation imposed by the existence of the prior user’s
right. This is similar to a situation where the thing
sold is subject to usfructuary right of a third person,
Where such prior user exists with respect to the licensed:

patent, the exclusive licensee of such patent would be

able to demand reduction of royalty, or terminate the
license agreement if the purpose of license is unattain-

able., In this case, the exclusive licensee must demand,

under the Civil Code, royalty reduction or termination

of the agreement within one (1) year after discovery of

the existence of the prior user's right. All these
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warranty

remedies are for the exclusive licensee and, in case of:

a non-exclusive licensee, he is not entitled to such

remedy, since his license‘is not affected in any way.
Under Article 72 of the Patent Law, a patentee is
prevénted from exploiting‘his ﬁatent if it cannot be
worked without utilizing a more dominant basic patent
of a third person, This is similar to a situation wheré
a part of the thipg sold beiongs to a third persbn. Thé
licensor is then fequired to 6btain'a license of such %
basic patent in ofder to enable his licensee to work ;
the licensed patent. If the licensor fails to do so,
the licensee may terminate the license agreement or see%
damages from his ;icensor. If the licensee pays royalt§
to the owner of tﬁe basic patent, he may demand reductién
of royalty to the extent of such expenses, ;
It is more difficult to determine the licensor's ;

liability.when the licensed pafent has been invalidatedé
by the Patent Office under Article 123 of the Patent Laé-
There are two difﬁerent appreoaches suggested by Japanesé
commentators to sélve this problem, which will lead to :
theé same conclusion.

The first approach is derived fromthe principle'for th

assumption of risk under the Civil Code. 1In the absenc

" of bad faith or laches in the invalidation proceeding-on§

the part of the Licensor, the licensor is not responsibl?
for the outcome of the invalidation proceeding. Hence,§

it may be said that the licensee should assume the risk




of the transaction, as in a case where Article 5306 of
the Civil Code is applicable. Article 536 provides

that, in case where the performance of an obligation

becomes impossible due to a cause not imputable to
either party, the obiigee is not entitled to remedy for
the failure of perfofmance by the obligor of such obli-
gation. Under this principle, the licensor does not
warrant or is not 1i§b1e for the consequence of the
invalidation ﬁroceeding, and the licensee is simply
relieved of reyalty obligation.

The ofher apﬁroaéh is that the licensor!s liability
should‘be discussed_in terms of warranty. It is contend-
ed under this approach that since the lack of patentablity
in a patented invention is very difficult to ascertain,
the 1icensec should forsee that the licensed patent may
possibly be invalidqted, and therefor, it is the licensee
who should assume ﬁhe risk of invalidation unless it is
known to the licensor. Under this theory, upon invali-
dation of the licensed patent, the licensee is relieved
of royalty payment,fbut is not entitled to damages.

Under either one of these theories, thefe still
remains a.questidn as to whether the licensee is
entitled to fecover.royalty previously paid. Although
invalidation of a patent has a retroactive effect under
Article 125 of ﬁheufatent Law, there is conflicting

views among commentators on this question. The view
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which holds that the licensee is not entitled to fecoverz‘
his past royalty payments finds its justification in the.
fact that the licepsee has enjéyed the exclusive right
until the licensed patent is invalidaﬁed and the licenso?

i

has performed its obligation until such time. The appli-

cation of the theory to deny recovery of the past
royalty payments might, however, be attacked as against

the prevailing patent policy.

ITI. Warranty for Latent Defects:

Afticle 570 bf'the Civil Code provides for the
seller!s warranty for latent defects-in the thing sold.
The buyer is entitled to seek damages for a breach of
such warranty. In caée where the purpose of the sale
is defeated by a latent defect, the buyer may terminate

the contract of sale.

I would like to discuss to what extent this princi
ple is applicable to patent licensing agreements.
A latent defect exists where the patented invention

lacks a quality which enables the licensee to work the

patented invention in a manner contemplated in the

license agreement, for example, where the licensee,
. with presently available technical means, fails to
obtain the contemplated technological merits. This may

be called the lack of technological workability. It is
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clear that the licensor is not responsible for the

technological workability on an industrial scale or at
a commercial levei. It is because a-patent application
can be filed only if the inventor has ascertained the
technological merits of his invention at an experimmmﬁh
stage. . |

The exteﬁt_of:technological workability contemplated
by the parties mu#t be ascertained according to the
context of the license agreement, with due consideratiwi
of the patent speéification, the licensed products as
defined in the ag;eement and the purpose of the license,
In_case»where the‘licensor himself or‘his licensee has
been engaged in the manufacture of the patented products
or of products un@er'the patented proceés, the licensor;
will be expected fo guarantee the industrial workability:
of the licensed pétent. .

In case thé licensor has shown a sample of the
licensed products to the licensee before éntering into
a license agreement, the licensor should perhaps be
held respdnsibie for enabling the licensee to manufacturs

the products of the same quality and performance.

The next question is as to what kind of remedies
are available fﬁr the licensee in case the licensed
patent lacks technological workability as discussed
above,

Under the principle of the Civil Code, the
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slicensor:

rkability

licensee may demand the licensor to cure the latent

defect within a reasonable period of time, or the

licensee may remove the defect By himself and then

recover from the licensor the expenses incurred by
the licensee. If the purpose of the license is not
attained due to the lack of technological workability,
the licensee may terminate the contract and recover
damages from the licensor. While such defect continugs
to exist, the licensee may avoid royalty payment |
including the payment of minimum royalty. In case

vhere the licensor does not cure the defect completely

the licensee may be entitled to a proportionate reducti

of royalty.

IV, Contractual Limitation of Warranty:

Se far, I have discussed various warranty problem
that may be encountered by the parties in the absence
express provisions in the license ﬁgreemeht. The
warranty obligations will give a licensor not a little
burden since the seller's warranty is considered under
the Civil Code as absolute liability. .

However, the Civil Code provisions that are appli-.
cable by analogy to licensing agreements are not manda?
tory provisions, and, hehce, the licensor may limit orég
entirely disclaim warranty obligation where he is in a

stronger bargaining position. On the other hand, the

licensee may impose upon the licensor whatever warranty

?




obligation that may be considered appropriate by the
licensee. The parties may provide remedies for breach
of warranty, express or implied, by the licensor.

In this connéction, I would like to call your
attention to Article 572 of the Civil Code. Article 57
provides that theiseller, even where warranty is
expressly disclaimed in the contract, cannot avoid
iiabiliﬁy with respect to a fact known to him but was

not disclosed to the buyer, or to a right established

by himself for the benefit of, or assigned by himself
to, a third party{ . ‘

_Artiéle 572 is applicable to a situation where a
defect in title of the thing was known to the licensor:
but was not disclosed to the licensee before they
entered into a license agreement. It is also applicabl
where the 1icénsed patent was pledged for the benefit of,
or assigned to a ﬁhird party.

Much have.beén discussed by various commentators
in Japan about thé 1iceﬁsor's wafranty in these
situations, but, in practice, the parties usually rely.
on contractual arrangements. For éxample, a standard.
form for licensing Government-owned patents provides
in Article 5 th&t ho past royalty shall not be reimbuﬂm
in the event of in&alidation of the licensed patent, A
specimen form of domestic licensing agreement published
by Japan Pateht Association incorporates the same

provision. A model contract form used by a government
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subsidized publié éorporation, provides fof a complete :

¢

disclaimer by the Corporation in case where the 1icenséd

¥y the

breach

technology infrigges upon the right of a third party

when it is worked by the licensee.

V. Licensor's Warranty under a Know-How Llcen51q5

A"E reemenc s

The distinction between warranty of title and

at was
}ished
imself'

warranty for latéht defects is also applicable to a

know~-how licensing agreement.

Warranty of title is breached where licenseel!s use
lere a of the licensed know-how infringes upon a patent owned

lcensor by a third party. In such a situation, the licensor is;

subject to a liability similar to the liability of the

licensor of a patent in case where the licensee is

énefit of ¥ prevented from expleiting the licensed patent without

| utilizing a more dominant basic patent of othef person.
Warranty for latent defects may be breached whefé;_~iir

the licensed know%how lacks technological workabili@yﬁst

m'secret‘charactér.

A know-how licensor, to a greater degreas than a_

patent licensor, can be expected to be more famlliar

with the potentlal usefulness of the subject matter of

license, since he has usually developed, used and eva:

Far'¥

luated the know—how over a period of time. Furtherhore}

while the patented 1nvent10n has been known to t:he”1
public, know-how is kept secret, and the know-how =~

licensor may be reluctant to allow his prospective




licensee to inspect the subject matter of license
before the license agreement is signed.

| It is maintained by most commentators in Japan that?
a know-how licensee would more be justified in relying

on his licensor, thereby having more reason than a

comparable patent licensee, to seek his licensor
warranty obligation. Hence, the know-how licensor
should be held to warranty obligation to a reasonable
_éxtent, even in the absence of express provision in |
the license agreement. And such reasonable extent may

cover the industrial realization of the licensed know-

how.

Conclusion:

In the theoretical analysis of licensor'!s warranty
under the Civil Code of Japan, commentators frequently
resort_to a comparable discussionlin German literature,
since the Japanese Civil Code énd Patent Law are
considerably reflected by das Deutsche Blirgerliche
.Gesetzbuch und das Patent Gesetz.

Tt is a well-established theory both in Japan and
Germany that the law grants the pateﬁtee not only a
right to exclude others from making, using or selling
thé invention, but also a right to exploit the

invention covered by the patent. In case where a

license agreement is entered into, it may reasonably
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be inferred that the licensee is entitled not only to

the right to act wlthOut fear of suit for patent 1nfr1nge-
ment, but also,. 'and more lmportant to the right to
exploit the patented invention.

However, 51nce the end of Wbrld War IT numbers of‘

technology have- been transferred from the United States

to Japan, and accordlngly, we are very much 1nfluence¢

by the American practice of handling licensing proble@s.

i

It should be noted how far the theory on licensor!'s

warranty in the United States will give influence on

Japanese judges, arbitrators, lawyers and commentatoré}

In conclusion, I share the view with the Japanese
working group that, in each licensing agreement, we
should have a clear contractual provision that can

minimize the risk involved under an ambiguous warranty,

law. Thank you for your kind attention.
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I.

nology exports have increased from $2.3 million in

Licensing policy of Japanese'enterprises

Preface

Recently, in Japan, the 1mportance of licens-
ing of-technical and intangible assets such as.
patents and knowhow has become recognized along
with the increase of activity in technology exchang
in the domestic and international fields. This is

shown by the fact that Japanese receipts of tech-

1960 to $59 million in 1970; that is, about a 25
fold increase in 10 years. The ratio of techmilo
export receipts to technolxg& import payments
increased to 14%.

However, the income-outgo ratio of technically-
advanced natiohs is an exceptional 950% for The
United States, 98% for The United Kingdom and 3%
for West Gerﬁany.

Therefore, Japanese Technoldgy export business

has Just gotten underway.

- The remarkable development of Japanese indus-
tries aftér World.War II was mainly due to Technol
ogy imports froﬁ the USA. But, recently improvéd
techniques-rélated.to these lmported Technologies
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or unlque techniques based on originai research‘and
development have appeared locally, the latter,
however, only iﬁ limited areas. Though Japanese
enterprises havé long been accustomed to technology
imports, they geherally do not have enough
experience in the export business. Therefore,
they do ﬁot fully understand that'licensing plays
an important role in the management of all enter—.
prises. |
Realizing the importance of licensing, The
Licensing Committee's Policy Subcommittee, a
group of specialists in the Japan Patent Associa-
tion, sent a questionnaire to member of the
Associafion in ;974 to sound out the actual
situation of technology licensing during the past
5 years.
Results of.this survey were recently released,

and some of them will be introduced below.
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II. Present licensing situation of Japaneée

enterprises

1.

contrary, in the international field, package

'and knowhow ranks first. Other types of li=

censes such as knowhow only, licenses related |

Results of licensing during the past 5 years

The companies which offered domestic li-
censes amount to about 80% {(about 200) of all
the companies (about 250) which answéred the
questionnaires, and the number of licenses
per cbmpany ig about 14. The companies which
géve fbreign licensesa also amount to about 783\
(abqut:l90) which is almost the same figure JQ
that og domestic licenses. However, the

nunber of licenses per'company in thig area is

about 3.5 or only 1/4 that of the domestic
field, |
Analyzing these results by types of li-

censes, it is found that the domestic field

mainly consists of patent licenses. On the

licenses which are a combination of patents

to joint ventures and licenses for plant ex=

portation, are equally represented. (Fig. 1) =
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Fisn 1l

Results of Licensing, Number of Companies

Patent

¢rtation

Joint Company

In the domestic field the infringement immu-
nity type licensing, which is restricted to

patents only, is preponderant, because the

technical level of Japanese campanies is above
the standa_rd. On the contrary, in the case of
foreign lic:ensas, it is understood from actual
results that types of licensing has become

domplex due to its relation to export
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investment, product exportation and the teChf
nical ievel.of ﬁhe other party tlicensee).

If we #nalyze licenses by type of industry,
we find that there are many domestic licens-
ing results resﬁricted to patents oniy in the
mechanical and electrical indusﬁries. On the
other hand, in the chemical industry, the
package license of patentsland knowhow out—
numbers the paﬁents only type. Here various
kinds of licensing have been conducted cém-
pared with other industries. This is due to
unique:characteristics of the chemical indus=-
try; that is; its 1i¢ensing subject techni-

“ques are-méinly production processes and

knowhow has much weight in this area. (Fig. 2}

- Most foreign licenses are in Southeast Asia

with North America, Europe and Central and
South America following in that order.
Almost no licensing results are reported in
the Communistbloc, Africa, The Middle and

Near East and Australia.
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Fig..2
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2. Licensing Poiicy

(1)

Licensihg policy when a license inquiry is
received. More than 80% of the companies

answered that when they receive a license

inquiry, they make their decision on a case-
by-casezbasis. |

This seems to show that thelr decision makhmé
on a case-by-case basis and thus determining .
the mefits and demerits of each license are
themselves theif basiq.policies.

Among the answering companies, about 15% hav
a positive policy not only 1n'regard to
patent licensing but also to knowhow li- _
censiné. Above all, in electric industry;
éome cbmpanies have completely open patent
licensing policy which has been in effect for
many.yéars.- _

It is interesting to note that aboﬁt 35% of
the companies which have long licensing ex-
périence have adopted this policy.

On the other hand, only one company always

rejects domestic licensing on both patents and

knowhow}
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Determining factors of licensing when judged

on a case~by-case basils,

Factors considered by companies in determin-

ing the application of licenses on a case-

by-case basls are surveyed.

Figure.3 shows the results of a survey in

which each company selected the first three

factors from the listed ones. (Fig; 3)

Determination Facto

e
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Althoughlit_ié not shown in the Figure, it
should be noted that, in domestic licensing of
the electric industry, the percentage of "the
eligibility of the other party (licensee)"

and "the expectations for royalties" are
relatively low and that the percentage of

"the business program" and "the kind of

subject techniques" are high, in comparison with

mechanical or chemical industries.

In the foreign license, the "eligibility of
the other party" is deemed to be the most
importént factor by many industries and "the
competitive relation” ranks fourth.

Moreover, "the market condition of the other

party's country" and "the political or econo-
mic condition of the other party's country”,

which are not applicable in domestic iicens-

ing, are factors which can not be ignored.
Again, it is worthy of special consideration

that the eleétric industry does not care much

about "the eligibllity mainly estimated by
the technlcal level of the other party" and

the chemical;industry 1s not so concerned

about "the competitive relation' in foreign
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licansing.

Furthermore, when looked at companies which
have long licensing experience, the weight of
'toﬁeigh opeﬁation or producta_export plan"
is relativelf high, but there ;a no or little

difference in other factors,

The policy for selling techniques which can be

licensed, ' '

The policy for selling techniques are :

A) Develop selling activities through active
public relations (PR).

B) Conduct public relations if there is a
chance. |
Wait for an offer from the party that is

seeking a licensor.

In domestic licensing, the séme ratio épplies
to companies that are adopting a combination
of (A) and (B) where public relations are
actively or Qassively carried out and the
companlies that are adopting (C}, in which the

public relations are not considered. There

are many firms which adopt a positive selling
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polley in the electric industry at the exclu-
sion of other fields. This reflects the ten~
dency towards recent active domestic licensing

in electric industry.

In foreign licensing the companies that are
adopting positive or negative'public relations,
a cOmbinétibn of (A) and (B), amount to 60%.
This shows that companies wbuld rather license
abroad actively. |

Also, the companies that give licenses on both
patents and knowhow, as mentioned in item (1)
above, tend to have the active licensing
policy. i

- From the above analysis, the following can be
concluded; ' _ _.

Although aﬁput 8% of the companies have had
licensing résults in the past 5 years, about
SC% of the Same companles are not active in
selling patents or knéwhow.

This seems to show that if they have technical
assets suqh as excellent patents or knowhow,
‘they can obtain'a license agreement to some
extént without positive selling activities.

However, tﬁe companies of all 1ndustries, that
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gave a large number of licenses, tend to
engage in positive selling activities, and

it seems to us that they recognized that an
active PR policy is necessary to achieve more

licensing results.

Licensing organization

The subject'matter of licensing can be
classifled as follows ;

(2) Decision of licensing policies

(b) Planning of licensing conditions

(c) Drafting of the agreement

(d) Negotia£ions for the license agreement
(e) Execution and management of the license

agreement

It i3 very interesting to note how each

company organization takes bharge ofrthege
organically-related businesses.

The form of departmental participation in
licensing differs according to the kind of
business, the traditions of the company and
the kinduof;license. But generally, a trend

can be found where the number of departments
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which participate in foreign licensing l1ls greater
than that of do@estic licensing and the number of
the departments which participate in licensing in
the chemical industry is greater than that of the
electrical industry. '

The reasons seem to be that forelgn licensing is

more complicated than domestic licensing and fhe

licensing business in chemical industry is more

complex than that in the electric industry and also
more closely related to management. -

After analyzing how the Patent Department partici-
pates in the 1icensing business, it was found that
in about half of the total companies this depart--
ment ﬁarticipatés in practical_licensing such as
agreement drafting. Also it was discovered that
about 20% of the total number of companies said
that. the Patent Department does not participate at
all -in the licensing business. This trend can be
seen in the chemical industry and we presume the
reason for thié is that it reflects the history of
the development of the licensing business and the |

form of the li¢¢nse in chemical industry. (Fig. 4)
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The important items in licensing
The first three items which are considered to be

most impdrtant in effective licensing are arranged

and claasified'as shown in Fig. 5.




Pig. 5

Imgortant Atems in licspsing.

Model Organization for arbitration and
conelliation

ishment of the llcensing
pollicy

Noting the above, we find the establishment of the
licensing policy which relates directly to company"
management'is thought to be the most important item

in licensihg.

The following items are of secondary lmportance:
"The collection of the informations concerning -
the natﬁre and ability of the other party and
the market." _ |
'"Esfablishment of the way of technology
evaluation and determination of the license

fee (royalty)"'

"Training of able specialists for licensing" and

nCollection of information concerning the laws
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of licensing and administrative guidance",

This trend is common in all industries, and it is
understood that all of them want to establish an
internal organization and execution of business

which meet the above trend.

Puture of:fo#eign licensing dctivities'

About 70% of the companies forecast that the
foreign licensing activities wili increase in the
future.

None of them.predicted a decrease,

Thia_cah be understood as an ind;cation of eager-
ness on the part of each companyfto stress the
importance of licensing in their:total business

activity.




ing and American.

Summary__

As understood from the above analysis, there

are still great quantitative and gualitative

differences between Japanese corporate licena-

Therefore, it would be very much appreclated

i1f your expert advice based on the experilences

in your highly progressed licensing activities,

‘Finally, we belleve that this survey 1s the

latest and most detalled information on the

actual licensing situation in Japanese

enterpriies.

We would like to express our deep indebtednes

to Mr, Saotome, the Chalrman of the Licensing

Committee, and Mr. Yamazoe, the Chalrman of the

Policy Subcommittee, for thelr Kind cooperation

and ready consent in introducing the valuable

.resultﬂ_of this sur#ey.




"Regulations and Interventions by Covernments
oOn Licensing in Latin American Countries”

PIPA Sixth Internationgl Conference
. Cambridge, Massachusetts - October 16, 1975

By John E. Dull

A1l of us are aware that for many years there have existed
vastly disparate economlc and soclal conditions‘between the indus- ‘
trialized naticns and the ao-cailed developlng nations, which'incluﬁesé
all of Tatin Amexrica. Many experts who aie congcerned with problens :
in this area are copvinced that to remedy this situation there must
be maximum free trade coupled with rapid and widespread adoption of
new technology. They also are convinced that this situation can be
remedied in our lifetimes -- transfer of technology ls the key. These
eoncerns have direcfly led to the ILatin American regulations and governf
ment Interventions in licensing. '

There are several prevailing phiiosophies amongst Latin
Americen government officials that underlie these regﬁl&tions and :
interventions. In the first place, this is not a simple matter of thei}
ﬁanting toc obtaln new techhology from us. They feel that the indus- :
trialized nations have a moral obligatlon %o supply new technology
becauge of past inJustices, real or imagined. I emphasize'ggg technolo;y,
There is a ﬁrevailing feeling that we transfer only obsolete technology;
or technology that can be obtained locally. ;

The fact that moét new technology is owned by private
companles, who frequently have developed the technology at greaf :
expense, 1z of no donsequence. They feel that we have already profiﬁef
by merely selling new products in our home countries, and, therlﬂghk{
we shﬁuld not expect to proflt agein when transferrlng the technology}
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There is ﬁ definite trend to no lenger accept our tradl-
tional industrial property rights -- particularly patents and our |
concept of rights inherent in confidential technical informatlon. For |
exsmple, they do not recognize any reasonable basis for permitting a
trransferor of technology tb place any restrictions on the use of' the
transferred technoiOgy béyond a very limited time peripd. There 1is

no sympathy at all for permitting foreigners to enforce patents to

. merely protect an import business. 1In fact, there 1s a growing feel-
ing thet traditional industrial property rights have been used almost
exclusively by foreign companies ‘and have been the means by which
forelgn companies have suppressed local competition.

Finally, it is felt that Tatin American business men are