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~-members-of-P|PA-}-won't-try-to revi ew-all-of these-fo r-you-here -

"REPORT ON 1975 ACTIVITIES"
BY MR. H. LEVINE

* PIPA CONGRESS - HAKONE, JAPAN - TUESDAY NOV. 9, 1976

It is a great honor and pieasure for me to be here in
Hakone on the occasion.of the 1th lnternat:onal Congress of PIPA.
It gives me a special pleasure to see all my friends again and to
welcome you to the cpening‘ of this Y’th'Co'nQress which thanks to -

'_ the outstanding arrangemenf_é made by our hosts in this magnificent

location and with the fine program for us should resuit in a memorable

and unusualtly outstanding Congress. | know that | speak for each

- one of my American colleagues when | extend my congratulations

and thanks for the superb arrangements for this Hakone Congress.
"Now let us speak for a few moments about 1975 Activities

of PIPA. 1975 was not a quiet year in-the International patent law

arena. There was much ’:urbuience in this arena and many movements

for change in. several areas of the world --- all of which can have

“profound impact on the interests both jomtly and individually of the

but will mention a few of them for you.




~ First is the clamor by the developing nations for "a new |

-werld-economic-o nde..rit'..,f,,a:n'd..tthj_\s;,ha.s.y_.t.ruar,fl,_s:._l;at.ed,‘jjts:,e,,tft,,i.ot_o..t,va.;c.i_o.u<- :
dem_ahds to modity the Paris Pate_ntConventioh_-j— toprovide
| 'speti-é,l non-reciprocal treatment for so ca‘l_l:e-_d‘ deve’topihgcount(ies :
as well as many other demands a_nd_coheeSSEOhS from the dev_eiopett
countries all in a curious hape that some how these demands for |
special treatment from the govern ment sector in the patent treaty
area will foster and stimulate the ﬂow of technology to the develomng
countnes pertlcutarly from the private sector.. You wrli be hearmg
more. about this important subject at this Congress o _
At the Boston 1975 Congress, PIPA devetoped a posmon

on the preposed ohanges to the Paris Convention --- and PIPA
“had the honor to present PIPA’s views at two meetings in Switzerland
of the cj‘ove_rn mental groups for revision of the Praris_Conyeh_tion;. o
- PIPA wa‘s.‘ officially invited as.observer delegates to these _m.ee_ti.h_gs
which touk place in December 1975 in Geneva and in June 1976 in
Lusanne. Mr, Adams and | attended.both meetings and Mr.' Matsui
- attended the June meeting There is another meeting scheduled later
this month m Geneva and President. /-\OKEWIH honor PIPA by

representmg PIPA at thls next session.. Much.else has happened --




Mexico has changed its law in February of this year.
Canada has announced its thinking for dramatic changes
to its patent law and system fundamentals. The Philippines are
al-so_ contemplating changes ~ PIPA can be a vital force -- a catalyst
~ for the right kind of change in the patent laws around the world.
P1PA represents a major source of kéy techndiogy available from
" {he private sector in the _free'world{ Gen’tlemen we have an unusual
opportunity as well as a responsibility to make our views known so’
that meaninngl ch:ange cah be brought about in the world 'paten’c
systems which will enhance the interchange of technology and
- provide an uplifting force for the betterment of life for all peoples.
Now a word about the 1975 P1PA Boston Congress. We
were h_onbred to have many fine papers of outﬁtahding quality and
interest preéented by both the'U, S. and Japanese groups. We
- were pleased that our Japanese colleagues had an opportunity to -
visit the U, S. in'the historic city of Boston in the year of my =
country's Bicentennial Celebration and we thank you for coming.
1975 was a year of challenge for the patent systems of the
world and for PIPA. 1976 and 1977 look like they will be years of

|
I
!

‘of working with all of you on these challenges. Thank you very much,

END.




Keynote Address .

by PIPA President, T. Aoki.

It is my real pleasure and honor to ﬁelcome you é£ éhé_
opening ceremonies of this 1976 PIPA'Congfess here at Hakone.
Hakone is one of the famous National Parks in_Jaban and
well-known for its beaugiful scenery.. Especially, at thi$
season, a middle autumn, you can enjoy a view 6£ so glorious
and colourful leaves of nmaple and other trees here. That is

. really the indescribable beauty of the autumn tints.

Besi@es enjoyment of the natural beauty, I Sincerely hope
211 of you can have a real opportunity to exchahge frank views
and information, enhance our mutual friendship and understanding
and enrich knowledge and intellidgence in the field of the
industrial property right and licensing through this 7th

International Congress.

It is needless to say that we recognize very wéll we are
in the‘midst of drqma;ic changes of international systems
concerning the industriz] property protection, The world of 
industrial ?roperty protection is in the process of reshaping
in recent years and our organizaticn has been closely
pmﬁjchmgng in and contributing to such reshaping from its

foundztion in eérly‘lQ?O..

Some examples of the main &vents since the foundation of

onorary Chairman, Distinguished Guests, Ladies and Gentlemen,

Pl




' PIPA are illustrated as follows:

' WIPO was established according to the Stockholm Convention

and later became a specialized'agency of the United
"Rations
- Stockholm Act of Paris Convention entered into force
~ Patent Cooperation Treaty was signed at Washington, D.C.°
and some countries including the USA ratified it
- Strasbourg Agreement concerningrthe'International‘Patent'
‘classification was signed and later entered into force
- Trademark Registration Treaty was signed

- European Patent Convention and Furopean Convention

for the Commen Market Patent were signed
= A series of revision conferences for Paris Conﬁentioﬂ
and.the Model Law for Developing Countries on Inventions
and Rnow-How were held and will be further held
- Various changés or preparations for'changE‘Of paﬁent
lawé'o;'rélated legiSlations in devéloped and '

developing countries were made and will be made in

accord with international movement

We are going to send two delegates, from PIPA, Mr. Adams
from US side and myself from Japanese side, for the forthcoming
first Preparatory Intergovernmental Comnittee for the Revision

of the Paris Convention for the Protection of Industrial

Property to take place in Geneva from November 23." A lot of . -~

‘the basic concepts maintained in. the Paris Convention for : ifﬁ
~long are subject to change, the details of which are schaduled

to be presented in the panel discussion tomorrow morning.

—6—




One oﬁ'the shocking examples is'a preferential treatment
for nationals of developing countries in respect of the term
of priority, by which there may be a possibility that the

twelve months pricrity period for patent . application will be
the Nationals of developing countries are concerned.

I sincerely hope that you would have enough time to

discuss these important points in the Congress and summarize

the PIPA opinions for the fortheoming WIPO meeting.

I should add, in this connection, that a statement was

.presented from PIBA_tq WI?O;,as was-alsp indicated by Mr._Lgvine_
in his report on the 1975 activities, stressing contribuﬁion_
‘of the patent system on smooth_transfer Qf technology from
developed céuntries to developing countr§es froﬁ the view
point of Japanese experiences after the end_of the secongd

- World War.

I am sure that many of you well remember the statemenﬁ_
nentioned by Mr. Levine in his keynote address in the Boston
Congress last yearlthaﬁ PIPA should aﬁd to our past successes
and see to it that we increase our contributions on the world

scene by making our views kncwn and helping reshape some

of these.emerﬁing changes and further that your Board of

Governors expressed the view that we must develon actions and
positions to be taken by PIPA's various committees so that -

we can more fully realize the contribution. For this purpose




we should attach greater importahce to théfdaily activities
bésides International Congress to be held once a year, .

The Board of Governoﬁs is of course directly responsible for -
' such activities as an "Action Committee" at the same £ime,
‘but as abdveﬁeﬁtionea committees through No. 1 to No. 4 of
Soth countries should be more active to react properly and
timely on the urgent interétional issues with always keeping

the close contact between the U.S. and Japanese groups.

X am happy to know that Committee chairmen are becoming

a little by little conscious of this activity and wish to
'eﬁpress'my hope for the steady improvement in this're5§3c£
thanks to the untiring effo&ts of ail concerned people.

One example of this kind of activities is our action to be
taken towards the movements in Canada and the Philippines
for revision of their patent laws, as we did last year when
Hexico-changed-its patent law drasticaily;IIpresume we would
have an opportunity to elabolate this point further in the

course of the discussion in this Congress.

I would like here to briefly touch upon some characteristic
of the program of this Congress. 1In éompliance'with a strong
feeling we all_shared in the Boston Congress last year, we
tried to allocate time properly in the program so that ve

. could have some time for ques tions and answers after each

preqentatlon. We also newly 1n*roduved a form of paﬂel

discussion selecting one of the most interesting and important

topics for making the presentation most livaly and exciting.




So, I expect you can have very meaningful énd useful exchange

of views during this Congress.

By the way, I éﬁJ;;;py éomggwéﬁié ta anoﬁncémour Xﬁé?icéﬂhﬂ
frieﬁds that we, Japanese group published "PIPA Neﬁs“ No; 1
this May, No. 2 in July and No. 3 in September. I‘feel sery
this periodical publication (1 ﬁope this could ceftainly'be
periodical) cannot be commonly usefui also for our AmeriéAn""

friends, because of Japanese being a languige used there.

Another pleasant news I wish to tell you is that Mr. Suzuki,
former President of PIPA will give a lecture in the World :
Symposium on the Importénce of the Patent System to Developing
Countries organized by WIPO in Colombo;uSri-Lanka_in next

February as. a representative of Japanese industries.

In closing, 1 wish to stress again that the71976 - 1977
PIPA year will be ‘another important and afamatic year for_
.change and I_believé PIPA can make sﬁbéfantial'§0ntribution$; 
Please enjoy your busy time here in the Congress for three

days.

Thank you.




" 'Mr. Fujiyoshi has been active in operating intérnational

Takashi AOKI -- Introduction of Mr. Fujivyoshi

My next thing to do is to introduce to you our guest
" speaker who is the honorary chairman of this seventh
International PLPA Congress at Hakone. He is Mr. Tsuguhide

Fujiyoshi.-.

In November, 1971, Mr. Fujiyoshi took'office as the

President of Toray Industry Inc., the biggesf chemical fiber

- manufacturer in Japan. He has been serving for this company -

_ since 1935 soon after graduation from the faculty of Technology

of: Tokyo Uhiversity.

Mr. Fujiyoshi become:the Chairman of Japan Patent -
Association in April, '1975. Japan Patent Associafion is- the
most active and influential drganiZatibh'in the field of
iﬁdustrialrproperty.in Japan consisting of four hundred
leading Jaﬁaﬁese compéniés from almost all sectors of industries.
Japan Pé£ent Associatioﬁ.ceftainlyIrepresents, iﬁ that sence,
the voices.of the Qapanése industries in the indﬁétriai‘pfgperty
field. i should add.;ll the Japaneée members of PIPAialso

are members of Japan Patent Association.

Since his first trip to the United States in 1951,

 business also frequently visiting or staying at various
places in Eurcpe, the United States, South America and Southeast

Asia.
' —10—
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November 9, 1976

Text of Address
by Tsuguhide Fujiyoshi,
Honeorary Chairman of PIPA,
before its Seventh International Congress
in Hakone-

Mr. President, ladies and gentlemen,

It is a great hbnor and a pleasure for me to speak to you here

-foday as Honorary Chairman of this Congress.

Béing a layman, frankly, I have little to speak about the
specifics of indusirial property before experts like you, but

I wish to take the liberty of touching on some broad aspects of it.

Needless to say, the rapid progress of science and technology
'-in past years has brought about marked improﬁements'in the
communication and traffic facilities on a global scale. As a
Nresult, the international flux of culture and economy is getting
'easier. Countries are becoming more dependent on eéch other
with the growth of international trade. Today, no individual
country could seek.prosperity indépendent éf others. All
matfers and affairs will havé to be handled with due regard to

their intermnational implications.

~As the international flux of culture and economy increases,

clearly depicted are the differences in living standards




between developed countries and developing countries, between

the rich nations and the poor nations, and between haves and

way holds {the key to the happiness and prosperity of mankind in

the future.

As for industrial technology, there exists a huge gap in the
level of technology between developed countries and developing
countries. Judging from the tempc of the advanéement of science
and technology in developed countries, it appears that the gap
will continue to gro& and will make the differences in economic
strength between developed couptries and developing countries.:
even greater. It is from this respect that the transfer of

suitable technology needs to be seriously considered.

Soon after World War II, the Japanese industries started to
introduce new technical knowledge and Western business ﬁractices
from abroad. The technology thus acgquired has contributed |
much to the rehabilitation and growth of the Japanese economy.
Today, Japan has turned out to be a country which renders
assistance to many of the developing gountries, shaping and

impilementing their plans for industrialization.

As an individual, T have been concerned with introductions and
. transfer of technology over the years. My own experience -

indicates that for the transfer of technology in an effective way,

cari-narrow the-differences “in-a -Narmoniows. .. ...




a receiving country must provide a favorable climate - ther
-training of key personnel from,managément to technicians and
operatoré,-the cultivation of market opportunities, and the
consolidation of infrastructure. It is a difficult task to do
so, yet it is necessary. Both parties concerned with technology

transfer must work out a careful plan on a long-term basis.

Now .that the .international flux of industrial technology is
furthér expanding, it is important to establish some sort of a

- coordinated opinion, or a set of rules, as to the handling of
indus£rial_property through the talks among all the parties

concerned. . .

Up to now, industrial property has been discussed mainly among
industrially. advanced countries where common understanding and
common recognition are obtained fairly easily with minor

discrepancies in opinions.

From now on, however, it will be quite different; the number of
countries to participate in the debate on industrial property
will increase, involving many peoples with a variety of

religions, incompatible political systems

and different -

‘history and customs. The way of thinking about industrial
property will differ from country to country. It will not be
easy to. seek consensus under such diversity and complexity.

— 14




To overcome all the difficulties, I think it necessary to talk

- and the way "o"f,:th'i_ﬁki'ng'," 'ci_f__‘bfhéré. can bé.rbe.tt'e'x:“ anderstood.
Thus, common recognition can be obtained as to what measures
onhindﬁéfriai propéffy‘will contribute moét:tanﬁé Wéfia peace

and the prosperity of mankind.

Tt is most gfatifyiﬁg_fo note that mﬁtual.ﬁndéfoandihgxﬂn
industrialspfoperty between thé’Unifed States and Japan has
beén dééﬁéned with untiring efforts of PIPA members. Let us
hope théf PTPA will gréﬁ'fo embrace other countries of the
Pacific region so théﬁ“indﬁﬁtrial'pfoperty will be shared and
utilizéd by as many peoplés of the world as'ﬁossible.

Lastly, I take this cccasion to extehdioﬁr héarty welcome to
the United States répresentafives ﬁho.afe gatﬁered“here té
‘participate in this Congress. T ‘also wish tO'éiﬁress_our*”¢“
sincere Hope tﬁat.you‘will visit varlous plades in Japau'dubing
yoﬁr stay ﬁere and enjoy this country of tradition mingled with

modernity.

Thank you .

bver;ahﬂwovér;5gainr&wgy@ﬁé;&dihgwwthewpositioﬁmHmmMmm




(SPEECH DELIVERED BY COMHERCIAL COUNSELOR -
JORN E. MELLOR AT SEVENTH INTERMATIONAL CONGRESS
~ OF PIPA, HAKONE, NOVEMBER 9, 1976) ‘

THE UNITED STATES HAS A FIRM COMMITMENT TO MAINTAINING
A SOUND DIALOGUE WITH THE DEVELOPING COUNTRIES. THE OBJEC-
"TIVE IS TO ACHIEVE CONSTRUCTIVE AND MUTUALLY BENEFICIAL
ECONOMIC COOPERATION. WE HAVE AS A MATTER OF POLICY
" DETERMINED THAT IT SERVES U. S. NATIONAL INTERESTS TO
PROMOTE THE ECONOMIC .AND SOCIAL WELFARE OF THESE COUNTRIES.
WE ARE PLEDGED TO ASSIST IN THEIR ECONOMIC DEVELOPMENT AND
GROWTH, OUR INTEREST INCLUDES THE MAINTENANCE OF A SOUND
TRADE AND INVESTMENT.CLIMATE; ACCESS TO RESOURCES;_LABOR
AND MARKETS, AND THE STRENGTHENING OF TECHNOLOGICAL RESOURCES
IN LESS-DEVELOPED COUNTRIES. _

TECHNOLOGY HAS BECOME A KEY ISSUE IN THE CURRENT DEBATE.
INDEED, ALL NATIONS ARE IN FULL AGREEMENT THAT TECHNOLOGY
 RANKS WITH THE TRADITIONAL FACTORS == LAND, LABOR AND
.. CAPITAL -— WHICH DETERMINE THE RATE OF ECONOMIC GROWTH, FOR
COUNTRIES WHICH LACK THE CAPABILITY TO DEVELOP TECHNOLOGY
INDIGENOUSLY, DEPENDENCE ON IMPORTED TECHNOLOGY IS AN

ECONOMIC FACT OF LIFE. CONSEQUENTLY, THE INTERNATIONAL

TRANSFER OF TECHNOLOGY 1S, INCREASINGLY, A SUBJECT OF GREAT
_ IMPORTANCE TO ALL COUNTRIES, AND MOST ESPECIALLY TO DEVELOPING
COUNTRIES '




In 4357 A JAPANESE COMMISSIONER ASSIGNED BY HIS
- EMPEROR-TO-INVESTIGATE “THE -REASONS -FOR- THE EANTASTIC oo .
 FLOURISHING OF AMERICAN INVENTIVENESS FILED HIS REPORT:
~ "WE HAVE LOOKED ABOUT US TO SEE WHAT NATIONS '
ARE THE GREATEST, SO THAT WE CAN BE -LIKE THEM ...

WE SAID, 'WHAT 1S IT THAT MAKES THE UNITED STATES
SUCH A GREAT NATION?' AND WE INVESTIGATED AND
' FOUND THAT IT WAS PATENTS, AND WE WILL HAVE -
PATENTS, " _
Some 120 YEARS LATER, SECRETARY OF STATE KISSINGER,
IN His UNCTAD IV SPEECH, EXPRESSED OUR COMPREHENSIVE APPROACH
TO TECHNOLOGY TRANSFER, AND ELABORATED AN INTERNATIONAL
EFFORT COMPRISED OF FIVE BASIC ELEMENTS: (1) RESEARCH AND
DEVELOPMENT; (2) TRAINING; (3) iNFORMATION; (4) INVESTMENT
POLICIES; AND (5) A REVIEW OF NATIONAL GOALS AND RESPONSI-
BILITIES FOR THE UPCOMING UN CONFERENCE ON SCIENCE AND
‘TECHNOLoGY IN 1979, | |
BEFORE PROCEEDING WITH A DiscussioN oF U, S. POLICIES
AND PROGRAMS, I WILL TRY BRIEFLY TO IDENTIFY DEVELOPING
COUNTRIES' CONCERNS IN THIS FIELD. THE OBVIOUS BEARS
REPETITION: THAT 1S, THE VAST MAJORITY OF MODERN INDUSTRIAL
AND AGRICULTURAL TECHNOLOGY IS PROPRIETARY AND RESIDES IN
THE DEVELOPED WORLD, THE DEVELOPING COUNTRIES PHILOSOPHICALLY
CONSIDER THAT TECHNOLOGY IS IN.THE CATEGORY OF “COMMON




HERITAGE"” AND THAT ALL COUNTRIES HAVE THE RIGHT OF ACCESS

- TO THE WORLD'S TECHNOLOGY IN ORDER TO IMPROVE THEIR STANDARDS

OF LIVING. THEY BELIEVE THERE IS A HIGHLY UNEVEN DISTRI-
BUTION OF THE FRUITS OF TECHNOLOGY, THAT TECHNOLOGICAL
PROGRESS IS EVER LEAVING THEM FARTHER BEHIND IN THE ECONOMIC
RACE. '

WE HEAR A CRESCENDO OF DEMANDS FROM: THE DEVELOPING
COUNTRIES THAT THE .ONLY REAL SOLUTION IS TO IMPOSE A LARGE

 MEASURE OF GOVERNMENTAL CONTROL OVER THE TERMS AND CONDI-

TIONS OF THE INTERNATIONAL TRANSFER OF TECHNOLOGY. ExAMPLES

. INCLUDE MEASURES TO:-

DETERMINE FAIR -AND REASONABLE TERMS, iNCLUDING'

PRICE, ON TECHNOLOGY TRANSFER TRANSACTIONS.:

- ENSURE THAT TECHNOLOGY IS APPROPRIATE TO INDIViDUAL'

" DEVELOPING COUNTRIES' NEEDS. _

~ PROVIDE FOR REGISTRATION OF TECHNOLOGY TﬁANSFER
CONTRACTS BY GOVERNMENTS TO ENSURE THAT THEIR TERMS.
CONTRIBUTE TO SOCIAL AND ECONOMIC DEVELOPMENT GOALS,

- PROVIDE FOR THE SPEEDIEST POSSIBLE LOCAL OWNERSHIP
OF THE FACTORS OF TECHNCLOGY, THAT 1S, CAPITAL,

 KNOW-HOW, AND TRAINED PERSONNEL 4

. ESTABLISH-NATIONAL--AND- INTERGOVERNMENTAL - MEASURES - osn-
" TO ABOLISH RESTRICTIONS IMPOSED BY THE SUPPLIERS =
OF TECHNOLOGY, THIS WOULD INCLUDE ELIMINATION OF




. SUCH AS' EXPORT CONTROLS, TIED SALES OR PURCHASES,
GRANTBACKS, AS WELL AS RESTRICTIONS CONTAINED IN
PATENT AND TRADEMARK RIGHTS.. |

~ REDUCTION IN THE DURATION OF PATENT PROTECTION
AND CEILINGS ON ROYALTY RATES.- _

TWo THEMES RUN THROUGH MOST OF THE POINTS DEVELOPING

COUNTRIES MAKE. THE FIRST IS THE NECESSITY OF GOVERNMENT

INTERVENTION- IN ORDER TO PROMOTE THE TECHNOLOGY TRANSFER

PROCESS. A CODE OF CONDUCT AND REVISIONS IN THE INDUSTRIAL

PROPERTY SYSTEM FALL IN THIS CATEGORY, AS REGARDS THE

. LATTER SUBJECT, AS YOU KNOW, THERE IS A PROPOSED REVISION
OF THE.PARIS INDUSTRIAL PROPERTY CONVENTION TO MEET THE
PARTICULAR NEEDS OF DEVELOPING COUNTRIES. THEY HAVE
ADVANCED PROPOSALS REGARDING, AMONG OTHER THINGS, THE
BASIC “NATIONAL TREATMENT” PROVISIONS OF THAT CONVENTION;
PREFERENTIAL TREATMENT ON A NON-RECIPROCAL BASIS, AND COM-
PULSORY LICENSING., |

THE SECOND IS THE INSTITUTIONALIZATION OF TECHNOLOGY
TRANSFER., THIS REQUIRES ESTABLISHMENT OF NEW CENTERS,
ORGANIZATIONS, OR INSTITUTES, ALL FORMALLY DEDICATED TO
THE TRANSFER AND DEVELOPMENT OF TECHNOLOGY,
AT TIMES IT APPEARS THAT THE TWO GROUPS OF COUNTRIES

ARE TALKING PAST ONE ANOTHER ON THIS SUBJECT. '.THE DEVELCPING
-19- ' '

. _THE_PERCEIVED_MONOPOLY EXERCISED THROUGH RESTRICTIONS .




NATIONS CONTINUALLY DEMAND CHANGES IN THE SYSTEM, GOVERN-
MENTAL CONTROL OVER THE MARKET PLACE AND THE MULTINATIONAL
CORPORATION, AND A MASSIVE TRANSFER OF RESOURCES. DEVELOPED
COUNTRIES TALK IN TERMS OF PRESERVATION, WITH IMPROVEMENTS,
OF THE EXISTING SYSTEM, A ‘SOUND INVESTMENT CLIMATE, A

~ MINIMUM OF GOVERNMENTAL CONTROLS AND A HOST OF MEASURES

TO DO SOMETHING ABOUT THE INSTITUTIONS AND POLICIES OF THE
DEVELOPING COUNTRIES. RECenT U, S, POLICY HAS BEEN TO
STRIKE A BALANCE BETWEEN THESE POSITIONS., PERHAPS THE BEST
WAY TO ILLUSTRATE THIS POLICY IS TO TALK IN TERMS OF THE
BASIC FACTORS WHICH COMPRISE THE INTERNATIONAL TRANSFER

OF TECHNOLOGY. THESE ARE —- AS | SAID BEFORE -- CAPITAL,

~ KNOW-HOW AND TRAINED PERSONNEL. |
 THE PRIMARY VEHICLE FOR THE PROVISION OF THIS COMPLEX
BUNDLE OF FACTORS 1S THE PRIVATE SECTOR, INCLUDING THE MULTI-
" NATIONAL CORPORATION, ALTHOUGH SUCH CORPORATIONS AS A. WHOLE
- Do onLY 20% OF THEIR BUSINESS WITH DEVELOPING COUNTRIES.

IT 1s FUNDAMENTAL To U. S. POLICY THAT THE PRIVATE SECTOR
CONTINUE IN THIS ROLE. "IN ADDITION TO THE POLITICAL UNDER-
PINNINGS OF THIS POLICY, IT IS OUR EXPERIENCE AND CONVICTION
THAT A PROFIT-MOTIVATED PRIVATE SECTOR IS BY FAR THE MOST

... EFFECTIVE MEANS FOR THE DEVELOPMENT.AND TRANSFER OF TECH™ - .

NOLOGY. THE PRIMARY MECHANISM FOR THE TRANSFER OF THESE
FACTORS ARE DIRECT EQUITY INVESTMENT, JOINT VENTURES,

"LICENSING, -AND MANAGEMENT AND KNOW-HOW CONTRACTS.




PART OF OUR TASK AND POLICY IS TO CONVINCE THE DEVELOPING

-~ COUNTRTES “THAT~ADEQUATE -AND ~PREDTCTABLE-INCENTIVES MUST.icoie s it

EXIST IF ACCESS TO PRIVATE CAPITAL, KNOW-HOW AND TRAINING IS

"TO FLOURISH, AND THAT GOVERNMENT INTERVENTION IS LESS

IMPORTANT, AT THE SAME TIME, WE ARE FULLY COMMITTED TO,
AND WILL CONTINUE TO ACTIVELY PARTICIPATE IN, THE WORK ON
A CODE OF CONDUCT FOR TRANSFER OF TECHNOLOGY AS WELL AS
PROPOSALS FOR REVISION OF THE SOjCALLED.INTERNATIONAL_
InpusTRIAL PROPERTY SYSTEM. WE BELIEVE, AND HAVE AMPLY
DEMONSTRATED THROUGH OUR. PROPOSALS, THAT THERE IS MERIT TO
GUIDELINES FOR GOVERNMENTS AND ENTERPRISES WHICH SET FORTH
TERMS AND CONDITIONS WHICH MAXIMIZE THE BENEFITS OF TECH-
NOLOGY TRANSFER. [T SHOULD BE ADDED THAT THIS IS AN
EXTREMELY DIFFICULT AREA FOR US TO BE FORTHCOMING IN WITH
REGARD TO THE DEVELOPING COUNTRIES' DEMANDS.,
PARTIALLY ON ACCOUNT OF THIS LIMITATION, U. S. PoLIcY .
HAS EVOLVED TO AN EXAMINATION OF POSSIBLE ALTERNATIVE WAYS
OF PROVIDING FOR CAPITAL, KNOW-HOW AND TRAINED PERSONNEL..
SUCH ALTERNATIVES ARE MORE SIMILAR TO THE SECOND THREAD
RUNNING THROUGH DEVELOPING COUNTRIES DEMANDS -~ THAT FOR
INSTITUTIONS, WE DO NOT SEEK TO SUBSTITUTE FOR PRIVATE |
INVESTMENT-ORIENTED TRANSFER OF TECHNOLOGY, BUT RATHER To
SUPPLEMENT 1T, OUR OBJECTIVE 1S TO ESTABLISH MEANINGFUL
INTERNATIONAL PROGRAMS TO ASSIST THE DEVELOPING COUNTRIES.




"A WIDE VARLETY OF MEASURES, INCLUDING SEVERAL U, S, Pro-
POSALS, ARE DESIGNED TO MAKE CAPITAL PUBLICLY AVAILABLE
(IBRD, IMF, RecioNAL DEVELOPMENT BANKS, INTERNATIONAL
ResouRCES BaNK, INTERNATIONAL INVESTMENT TRUST, ETC.).
SECONDLY, WE HAVE SUPPORTED NUMEROUS MEASURES WHICH WOULD
DIRECTLY OR INDIRECTLY PROVIDE FOR KNOW-HOW AND TRAINED
'PERSONNEL. THESE INCLUDE A NETWORK OF R & D INSTITUTIONS,
EXPANDED TRAINING PROGRAMS, AND INFORMATION FACILITIES.

THE POINT HERE IS THAT WE ARE SHAPING A BALANCED ~
POLICY ON TWO FRONTS: ONE; TO MAXIMIZE THE BENEFITS OF
PRIVATE TECHNOLOGY TRANSFER; AND'SECONDLY, A SERIES OF -
INITIATIVES AND PROGRAMS TO PROVIDE' FOR TECHNOLOGICAL
CAPACITIES AND RESOURCES ‘FROM OTHER SOURCES.

LET ME CONCLUDE BY RECITING A BIT MORE OF THE OBVIOUS.

TRANSFER .OF TECHNOLOGY HAS BECOME A SUBJECT OF PRIME
IMPORTANCE IN OUR RELATIONS WITH THE DEVELOPING COUNTRIES.
IT CROPS UP IN EVERY FORUM WHERE NORTH/SOUTH ISSUES ARE
DISCUSSED, ' N

1IN ASIA, AS IN MOST OF THE DEVELOPING WORLD, THE U. S,
1S FACING INCREASED DEMANDS FOR TECHNOLOGY TRANSFER. AT
THE SAME TIME, IT IS BECOMING MORE DIFFICULT TO MAINTAIN

EFFECTIVE TNDUSTRTAL PROPERTY "PROTECTTON:
- FINALLY, AND MOST DIRECTLY TO THE POINT OF WHAT HAS
BROUGHT ‘US TOGETHER HERE IN HAKONE, THE U. S. GOVERNMENT -




REGARDS THE PACIFIC INDUSTRIAL PROPERTY ASSOCIATION AS A
~VERY-IMPORTANT"CHANNEL “OF - COMMUNICATION WITH. THE. PRIVATE .
SECTOR ON INDUSTRIAL PROPERTY MATTERS. IN VIEW OF THE
NUMBER AND IMPORTANCE OF THE JAPANESE FIRMS THAT ARE MEMBERS
oF PIPA, T AM SURE THE JAPANESE GOVERNMENT REGARDS PIPA ‘

IN THE SAME WAY.




ADDRESS TO THE 7TH INTERNATIONAL CONGRESS

OF THE PACIFIC INDUSTRIAL PROPERTY'ASSOCI'ATION

Ishirc Ratayama

Director-General of the
Japanese Patent Office

Mr. Chairman, Ladies and :Gentlemen,

it is indeed a great honor for me to have been accorded
this opportunity to address the Seventh International Congress
of the Pacific Industrial Property Association. I avail
myself of this occasion to express my respect and appreciation
of the role played by yvour association since its establishment
in 1970 in promoting mutual understanding and cooperation
between the-United States and Japan in the field of industrial
; pfoperty rights, thereby contributing to the development of
the industrial property rights system throughout: the wérld.

. International developments related to industrial property
rights are taking place at an extremely rapid rate nowadays:
and we are ca}led upon not only to cope with them, but alsoc
tb actively participate in and contribute to their evolution.

I therefore consider this gathering most timely and

nBlgnificant.in that it brings.together. fox a. free .exchange. ...

of opinions influential figures in the field £rom both :the
United States and Japan. I fervently hope this exchange will

prove very fruitful.
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I wish to take adwvantage of this opportunity to describe i

 for your informétipn some of the important problems facing

us.

The first is an international problem. The industrial
ﬁrqperty.rights system is obviously international. It is.a
century since the Paris Convention was concluded to serve
as the basis for'the.iﬁéﬁstrial property.rights sjsﬁems of
various countries. However, it seems to me that the content
of the word "international" has undergone a great change,
for if the previous age sought international harmony and control,
the present era pursues international cooperation.

The typical example of this trend is the PCT. The United
States and the Federal Republic of Germany have already
deposifed their ratifications of this document. Judging from
the procéedinéé at the WIPO general assembly last September '
and various related conferences I have atteﬁded_,- ‘it seems to me
that the various European countries And the U.S.S8.R. will_decidé-
on ratification in the not too distant future, thus increasing
the posseibility that it will become effective next year..

This will be an epoch-making event. I wish to see Japan

ratify the PCT as soon as possible, but, as I reported to the

- general assembly, it will not be before the autumn of 1978

that we shall be able to do so.

Our preparations are progressing. For instance, last

-year we revised the Patent Law and will ratify the IPC this



yvear. However, there are still considerable differences
with existing domesti¢ statutes that heed adjustment.  ~

We have asked our Industrial Property Council to examine
the matter aﬁd have sent study teams to various countries
in America and Europe to research the interpretation of the’
text and its application. Our final plan is scheduled to

' be submitted to the Diet in the spring of 1978.

Another big problem is the revision of the Paris
_Conventioﬁ. This guestion is moving towards realization as
a result of the decision'by{ie WIPQO General Assembly to hold
an international conference in the first half of 1978 to
settle the matter. While the demands of the developing
countries may be reasonable in some aspects, my feeling is
that we must proceed very cautiously, taking into account the
pogsibility of causing world-wide confﬁsion in industrial
property rights through excessive compliance. We must take"
" a long-range point of view, avoid confrontation on trifling
matters, and seek international cooperation in the true
meaning of those words. It cannot be denied that we face a
major test. |

Now if we look atthe internal situation in our dountry,

we find another dlfflcult problem. It is the contlnulng large

backlog of unprocessed appllcatlons. I had the opportunlty
to talk to Mr. M.'Dann, commissioner of the United States
Patent and Trademark Office, durihg fhe'recent Geneva conference.




o proce sta s tak 1n g l n. hl 8. country. .. However, Ifeltve Ly o

nature of the problem he was facing. We have altered our

He indicated he was worried .about the time the éxamination

envious of him when I learned about the difference_in the

sfstem, increased personnel in considerable numbers each
year, iﬁstalled computers to handlé:operations aﬁa make.
seérches, but;_noneﬂxﬂesé, weihaverbeen‘unable to achieve E |
adequaﬁe results. Moreover, we_risk a repeat of the_1970_
crisis Sﬁould_we allow matters to remain as they are today, .
for the trend in applications indicates a cumulative increase
after registering a low in_1974.

Such a situation not only makes extremely difficult the
?rompt and adequate protection of industrial property
rights, but naturally brings about a lowering in the gquality
of the éxaminations, which in turn creates uneasiness and
confusion in the affected business )circles, thus creating
a vicious circle.

This situation has the effect of arastically'limiting
the-activities of the_Patent Office by, for example, making
it difficult for us to deal with important international
gquestions.

It is undeniable that the &irect cause of this. state
of affairs can be attributed to the unusually high level of
applications and requests for examinafion, which are, moreover,
increasing by several percent each year. However, a substantial



proportion of these consist of excessively protective applica-
tions‘or thoée that are based upon insufficient.preliminary
investigations.

As we delve more deeply into the cause of this avalanche
of applications and our fesponse, we find a very complicated
situation that cannot be described in a few words. There are
problems within our office as there-are problems on the
applicants' side. Unless.we succeed in breaking this wvicious
circle, we cannot hope for a healthy developmeﬁt of the |
industrial property rights'system.in our country. ‘That is
why I hope we will be able to solve this unusual situation
as quiékly as possible by deaiing with the problems with
all our abiiities, taking into consideration the fact that
the‘iﬁdustrial'property rights system is now entering an
_increasingly important stage.

I have referred to some of the important problems we
face in the hbpe that this information will prove useful.

It is cold in Hakone, but this is one of the best seasons
- in Japan. It is my wish to all of vou who came from America
that you will find time in your discussions of industrial

property rights toc enjoy this excellent season and have a




“REMARKS OF C. MARSHALL DAUN TO BE DELIVERED AT

~ PIPA MEETING .IN. TOKYO, JAPAN, NOVEMBER 5, 1976

Introdﬁétioh

Please let me begin by extending my perscnal regreté

that I am not able to be with you here today. You, of-course,

have my wishes for a very successful and fruitful meeting.‘

Not_béing able to join you in person, let me'risk.
contradicting the noted soéial cbmmenﬁator Marshall McLﬁhan‘
by sugéesting that the "megsagé“ is more important than ﬁhé
umedium". In fact, you may even find the "medium" of Mr; |
Levine preferable. In any event, I wduld like to provide
Qou with an update on some of the recent activities of the

U.S5. Patent and Trademark Office.

Within the last decade or so, economists and gbvérnmén£s 
| alike have recogﬁized whét those.of us gathered here héﬁé |
knOWn.for a iong time -- that an economic system based on..
growth and préductivity requiresran.additional factof,

. technology, to complement the traditional econoﬁic factoxs

of capi£alland labor. This recognition is well-deserved
because it is technology which is the heart of the develbpment
process and which is fundamental to futurc economic and
industrial growth. Japan's unprecedented économic resufgchC
pr&?cs the contention that the successfui‘use of téchnology;



coupled with good manageﬁent and adequate capital, is
among the most important tools for industrial and economic

develobment.

~Technological interdependence has become a fact of life
in our shrinking world. The scope of international trade

in technology and technology-intensive products now extends

" across an ever-increasing number of territorial boundaries.

Today, no nation can achieve the gcals it sets for its people
without commercial and political relationships with most of

the other nations of the world.

“One example of this technological interdependence is the

- fact that although the United States is generally considered
to be a technological leader, in 1974 U.s. companies purchased

-appréximately 400 million dollars worth of technology from

foreign sources which was either not available in the United

"States or could be obtéined on bet£er terms abroad.

Patent Cooperation Treakty

"Another example is the cross-filing of patent épplicétions

in several countries. In 1973, -inventors from all countries’

TrEETEdTmOTE T ERAR 300,000 patent EPPITCEtIoHE " iH "Countries™™




other than their homé”gbuntry. This, of course, results in

“redundant applications which are an undue burden and cost

for both inventofs and national patent offices.

A'Sigﬁificant advance in the'internétional patenf community
has been-the development of tﬁe Pafent Cooperation Treaty {PCT).
This Treaty was unanimously approved by a Plénary Session of
lthe member States of the'?afis Union at the Washingtbn Diplomatic
Conference in thé Sprihg of 1970. At the conclusion of the
conference the Treaty was signed by 20'ﬁember States of the.
Unioﬁ and an'additionalrlg countries sigﬁéd before the Treaty

was closed for signatufe at the end of 1970.

As you arc all well awarc,.the PCT haé'been'designed to
. save effort bOth for applicants and natiocnal patent'officés
in the handling of applications concerning the saﬁe inventiecn
filed in one or more countries. Additionally, the Tfeaty.is
designed to incdrease the likelihood of issuing strong paténts
in countries not having all the facilities required'to do a

thorough search and examination.

The basic feature of the Treaty is, of course, the filing.
of a sinyglc internabional patent application in one language

.with one patent office. This international application would



~have, from its filing date, the same effect in each of the
.contracting States designated by the applicant as if he

had filed separate, national applications.

‘The PCT offers a number of advantages to inventors, to
naticnal patent offices, and to the public in general. The
uniform‘fo;mét for international applications wiil make it

-easier for;an'invehtor to seeklpatent protection. in several
'couhtries.' Unnecessary costs can be eliminated since an
invenfor will have additional time in which to decide whether
to file applications in other nations. International Search

Réports will permit a more thorough search and examination.

The Uhited'states} the Federal Republic of Germany and
eight other countries have already deposited their instruments
of ratification or accession to the Treaty; Undex the terms
of Article 63,-only two other countries of "major" patent:
-aétivity,must deposit their ratifications in order to bring
the Treaty.into_force. We fully expect that the additional

required ratifications will be .deposited early next year,

The United States Patent and Trademark Office is currently

making preparations for processing the first international

applications which are expected in late 1977.' We are making




every effort to insure that our search files comply with

- the Treaty requirements for.an International .Searching.

Authority.= The necessary nbnnpatent publicdtions are"being
obtained and catalogued. We have initiated an IPC pilot

project working toward a common classification system to

help insure a common search file.,

Trademark Registration Treatx'

As the name of the United States Office implies, we

beliéve patents'and trademarks gd hand in hand. We realize

that the_prqblems, redundancies and costs resulting from

the ﬁultiple filing of patent applications were the same

as for trademark applications filed in more than one_country(

In this spirit, the United States took the initiative which..

led to international discussions concerning either a revision

of the Madrid Agreement or a new treaty arrangemen;_concerning

tfademarks. These discussions culminated in the Vienna
'Cénterencé in June of L973. At this- conference the United

States and seven other countries signed the Trademark RegisQ‘

tration Treaty (TRT). The TRT does not supplant national

registration. Instead it provides an alternative, less

cunbersome proccedure for obtaining trademark protection in

a numbecr of countries. - It would establish a trademark filing .
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arrangement by which a :ééident or national of a member -
country coﬁld, by filing a éingle intexrnational application,_
cbtain a registration‘which is appliééble in each of the |
designated member cduntries: Substantive rights in each
country are for the most part regulatéd by its own natidhgl

S law, -

The:President forwarded the TRT fo'the United States
Senate for its advice-and'cohsent to ratification on Seﬁtember 3,
1975.' TherDepartment of‘Commefce-forwardedmdraft‘législatioﬁ
necessary to implement the Treaty to the Office of.Management
“and Budget in Novémber 6f 1975. Unfortunétely, clearance
could not be obtained before the end of the_94th Congress.
We do, however, anticipate introducing .a bill early in the

. 95th Congress.

Rule Changes

In recent years there has been extensive public discussion
concerning thé qdality and reliability of the United Statés |
pa£ent systém. Much of it steﬁmed from a 1966 Reporf of_ﬁhe
Presiéeht‘s Comﬁission on the fétent System. As a fesult,

many patent revision bills have becn introduced in Congress,

““although to date none have been cnacted into law. Although

it was recognized that certain proposals made in the various
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bills could be implémented under: the Commissioner's rule~
*@makingwé&thorityywweJﬁeltlthataﬁhile@such@proyisiqnswweréxxgm;
under active consideration by the Congress, we should not

be muddying the waters by proceeding to write new rules.

Thersituation has now changed Since the House of
Representatlves took no actlon on the Senate—passed blll
8. 2255, it may be two or three years before any najor patent
1egi51atlon can come 1nto effect. Under Lhese c1rcumstances
we thought it approprlate to take a hard look at the bills
“and to bee how many de51rable provisions can be lmplemented
through rule changes. These rule changes are separate and
apart from the rule chénges we are cbnsideriﬁg in fhe PCT
.area. Vﬁe i@entified a number.of bossibilities and published
a package of propOSQd rule changes in the Federal Reéister”
on October 4th of;thisjyear.' A public hearing will be held

on December 7th in the Patent and Trademark Office.

Proposed rule changes may be grouped iﬁto eight major
areas: | o
(1) They'would_expand the reissue pr0cedu;g to
permi£ patent owners and others to bring prior
Vart not pfeviously considered to the attention

of the Office more readily;:
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(2)

(3}

(4)

(5)

(6)

(7)

They would assist examiners by providing them

with "patentability[statements“ in all appli-

‘cations;

They would. define and clarify the duty of
applicants and others to bring information
félevant to.pending applicationé_td thel
attention of the examiner;.- :

They would.modify‘the requirements for oéths
and declarations to hélp insure that relevant
information is disclosed and is in a language
understood by the appllcant

They would make available to the public, Office

decisions that would be of 1mpo:tant precedent

- value;

They woﬁld fefine the existiné rules governing
public use préceedings in protest to the grant
of patcnts;

They would modify appeal procedures to authorize,

in appropriate areas, oral arguments by

.examiners and rejections of allowed claims

by the Boafd; and

'Thcy'woﬁldfgkeatc afmoré:éBmPlete'retbrdwgfwwwwwmuwwmwwmw

recasons for alléwing patehts.
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" In addltlon to strcngthenlig ‘the examlnlnq and appca

procedures, the proposed rules might serve as models for
subsequent legislation or, if implemented, might simplify

subsequent patent revision efforts by dispensing with the '

need for certain changes. Let me emphasize that no final :
decision_tq proceed in this. way has yet been made. 1f yoﬁ
have thoughts on whether or not it is a good idea, pleasé
let us know. I. assure you‘that.your'views will be cérefully

considered.

_ Conclusién
Thése are exciting times for those of us involVéd in
inteliectual‘prgpertf. In the United States we have just
enacted a new copyright law which makes some fundamental

changes in the o0ld law which dated back to 1909. The Patent

Cooperation Treaty is on the_horizon'and we are hopeful that
the Trademark Registration Treaty is not too faf behind.
There is an incrcased awareness throughout the world of the
fundamental lmportance of technology and technolegical

innovation.

;Sewtr;- ' Japan is a shining examplé of a nation which nurtured
" the flow of techneology, thereby changing from a developing .

status, just 30 years ago, to the strong industrialized




country it i$ today. By protecting technology through its
national patent laws, largely modeled along the principles
of the Paris Convention, Japan.was-able to stimulate the
flow of investment. capital and new technologies by foreign
investors and technoleogy owners. By-creating an investment
climate thch encodraged the transfer of technology to
Japanese conpanies, Japan became the industrial giant thé£
it is today. It is.that spirit, that awareness of the role
of technology in economic and industrial growth which I hope

will spread throﬁghout the world.

~38-




Summation of PIPA Congress

" by PIPA President, T. Aoki

....I am very happy to be able to clearly tell you that =
the Seven£h Hakone internationél Congress of Pacific
'_Industrial‘Pfoperty'Aséociétion is now going to be élosed with
‘é.great success. I feel this is mainly aﬁtributable to very
good préparations'by bbthlAmerican and Japanese members
concérned. Iﬁ was aiso really q&ite helpful for the Japanese
Comﬁittee for the Congress prepération headed by Mr. Tesﬁima_
tb get a copy of each presentation paper well in advance of

the Congress opened.

I wish to express our great appreciation to the Honorary
Chairman of this Congress, Mr. Fujiyoshi for his acceptancé
of this important role and presenting kind speech at the

opening ceremony.

I was very pleased to have Mr. Mellor, Counselor for
Commercial Affajirs, Embassy of the United States of America
~and to listen to his really interesting speech directed to

the US pelicy concerning transfer of technology.

I should also mention that we were pleased to have
Mr. Ratayama, the Director General of the Japénese Patent Office
here in the morning of the first day and get his words

concerning the current problems of industrial properties and

of the Japanese Patent Office.




I note that Mr, Shiroshita, Engineer Genexal of the
Japanese Patent Office is scheduled to be here at the luncheon

today and will give us some speech.

I was Very pleased to hear the message of £heJhonofable'
CommissiOner of Patent and Trademark Offiée; Marshall bann
as delivered by Mr. Levine, which included ﬁarious informafion
relating to recent activities of the ﬁnited Statéé.in the )

field of industriai property fight.

' Taking into consideration the shortage of time'ﬁe'faced'
at the Boston Congress for4§uestions and diécussions after “
Z eaéh presentation, we tried in this Hakone Cﬁngress to provide
sufficient time for guestions and discﬁssions. For_this
purpoSe; our original intentioﬁ was that ﬁﬁmber 6f papers
presentéd in this'Congress was to be.feduééd. As you know
well, however, I have to admit that we could noﬁ achiéve
this goal straightly, facing with the fact that we have so
many important and interesting tdpiés to be mutually discussed

here.

We also tried to introduce in fhe Congress a new type of
discussion, that was the panel discussion. I believe this

type *of discussion could be fully”supportéd bf you to be again

Trprodiiced in the " next Williamsburg Congressg.

I was most impressed by high quality of the reports'as'”
presented by each speaker. | . |




Committee No. 1l presented a big number of reporxts,  as

usual, for which I wish to congratulate the enormous Jjobs

..Mmade by .Committee No, 1, ... ..o .o....

It was really useful‘aﬁd.meaningfui'to have had a chance
fq discuss in some detail the problems that the Japanese

Patent Office is now facing in connection with everincreasing

number of filings of patents and utility models and unexpected:

big ratioc in the request of examination in recent years,

based upon the preéentation madé by Mr. Koseki.  Mr. Saotome
sugéested_dancellatioh of utility model system for solution -
of this problem though warhad no sufficient time for its
fprther elavolation. In any case, thére exists certainly some
special background characteristic of Japanese industry for

such increase of filings, and we sincerely hope the Japanese

Patent Office should not try to take near-sighted countermeasures

but to improve the situation through really appropriate and

internationally acceptable means.

"Inventorship Discrepancies” was the item with which I
believe all Japanese patent experts have a great concern and
Mr. Jorda's speech was quite interesting.

-

It becomes habitual in the PIPA Congress to“get a news

about “the U.S5. Patent Law Revision™ and I expect'Mr; Anderson’

to make another fine job in the next meeting on this same
topic..
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Three speeches on fraud of U.S. patent cases presented
by Mr. Mayer, on current patent stétﬁs regarding computer
programs,in UsS and Eurépe presented by Mr. Shipman and on
plant patent protection presented by Mr. Clark were all vefy
useful for Japanese attendants and I hope the balks on inventive
-step apd late degisions'of patent cases presented by Mr. Kachu
and Mr. Kataocka, respectively wére egually ipformative:to-qur:r

Amcrican friends.

Bach one presentation was introduced in this Congress
foi trademark area; “Current-Developments'in US Trademark Law"
from the US group by Mr. Keating and "Protection for well-known
Trademarks in Japan®™ from the Japanese group by Mr. Tasaki.

Both are interesting topics.

Committee No. 2 presented today three topics all very

useful to all of us.

Novo Case, as indicated by speaker, Mr. Tomita has
» significant meaning in a sence that the Japanese court showed
some concept on the extra-terxitorial application of the

Anti-Monopoly Act Art. 6 para 1.

i M Gllk @S- presented-very-interesting-and-important-~
topic relating to the transfer of.technology into developing
countries from the viewpoint of imPact on int'l licensing.
Mr. Tékayanagi,_overall chairman of Committee No. 2 added




some interesting comments from Japanese experiences.

"Exception Clause in Secrecy Provisions of License

speaker, Mr. Shimada presented a useful discussion.

One of the highlights in the three day discussion was
.the panel discussion by the three panelists, Mr. Adams,
.Mi. lLevine and Mr. Matsui, on the revision of the Paris

Convention and Model Law for Developing Countries. The

discussion was not only Very useful to clarify the various

poiﬂts now under debates of pros and cbns internationally

especially between developed and developing countries, but =~

also qﬁite helpful for summarlizing the opiqions, majoritfl

of PIPA memﬁers have, for prebarétion_to the forthcoming

first session of'the Preparatory Intergovernmental Committee
_in this mogth'in Geneva to which we hopefully:sént two

delegates as observers.

Recent Development on Canadian patent Law Revision was

reported by Mr. Clark according to the decision of the jdint'-

Board of Governors meeting held Mdnday this week here and

I am pleased to confirm here again that a PIPA position paper

‘was adopted in this Congress for the submission to the
Canadian government. Mr. Clark also presented a topic on
movement of other countries belonging to the third world,

following very active exchanges of view.

Agreémentﬂmwagmﬁhirdfpresen%atidnweﬁwth$§JGommitteeﬁansthééaaaéww”&m



PCT is expected to enter into force in a forseeable near
future. it was very opportune and useful-to have had two
presentations, one from the U.S. practical #iewpoint_and the
otber explaining-Japanese development presented by Mr._Kalikow

and Mr. Okabe, respectively.

There was a paper presentation prepared by Mr. Ono

concerning deposit of microorganisms in patent procedure.

. Another highlight in this Seventh Hakone Congress was -
a lecture received from Lawyer Shinagawa titled "One Aspect
on PIPA Conciliation System". As fundamental preparation .

for PIPA conciliation system completed, I hope the system.

‘will become operative and be utilized in near future and.

can prove it is a good system to use. It is needless to say

that we can be very flexible so that if there is some point

to be modified,’then'the system should be improved by such

- modification from time to time, whenever néqessary..

We unanimously adopted in this Congress. that both

- Mmerican and Japanese groups will. take nacessary stops - to

modify the PIPA by-laws so that the Board of -Governors of

“each group shall include the two most recent exfpresidents

who are still qualified to serve as officers of the association.
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I should not forget to refer to the great contribution
“of Mr. Teshima and his members in the Congress arrangement L

. Committee to the success of the Hakoné'CongréSs.- They have

M@médé*our406ngre33wmoéthdmfértablé%éﬂdémeaﬁingfui%iﬁé&udiﬁgi
the sightseeing tour and night sessions, combined with the
effdrts by Mr. Okano, Secretary Treasurer who'worked:very'

’éétiently and effectively for these several months to make.
the Hakone Congress-Succeésful. I must aiso thank Mr.-FukaZaﬁa
and his staffs in Fuji Film Co. which lacates in this area,

"for their extending extensive and kind assistance for the

Hakone Congress.

I would also like to thank Mr. Levine and Mr. Bell.
With constant assistance from them we could smoothly proceed

preparation of this Congress.

‘Lastly, we, the Japanese members are especially pleased
to have fairly big number of attendants from the United States
so that we could have a meaningful international exchange of

views in this Congress.

May I anounce you that besides Japanese and American. we

also had a British National joined this Congress from an

Affiliate of American Corporation. He is Mr. Hurst.




Recognizing the increasing importance to have place for
exchanging views on international basis I sincerely hope
that we, the Japanese Group can send many members for the

next-Williamsbuig_Congress.

I agaiﬁ thank you, all the attendants for coming to this
Congress and thank fine jobs of three interpreters including

charming young ladies,
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" Introduction

MINZSAN OHAIO GOZAIMASU
WATAKUSHIWA KOREKARA AMERICANI OKERU
HATSUMEISHA HYOJI NO MONDAI NI TSUITE

OHANAESHI ITASHIMASU

Apcordihg to reéent statistics of the U.S. Patent &
Trademark Office, Japanese inventors are now first among
foreign patentees in the U.S. I am sure you know this but
if not let me'be the one 'to mention this bit of good QEWS
to you first. Yes, in 1975 the Japanese finally went ahead
~of the Germans: Almost 6600 U.S. paténts issued to Japanese
and less fhan 6200 to Germans.

For this reason and other reasons which I will go
into shortly, my topic today might be of special interest
in Japan.

In my talk teday I will show you how to live with
inventorship discrepancies. _InlpartiCular, I will suggest to
. you how to get off the two horné of thg'dilemma that foreign
inventors find themselves on in.naﬁing_invehﬁbrs for U.S.

applicaticns.

e BB B-generalirule foreign . applicants _have filed

- U.S5. applications based on foreign priority applications

with identical inventorship. Following this practice, thay
often either got invalid U.S. patents if they put on tco




many coinventors or created problems for themselves in

the priority countries if they put on too few inventers.

I am now contendlng there 1s nothlng wrong w1th

a foreign'prlorlty application that llsts, .G,y ten 1nventors‘
.and a subseguent U.S, counterpart application that names
only, e.9., two 1nventors.‘ “ | | |

But let us lead up to that conc1u51on by first .
briefly falklng about U.S. inventorship de51gnat10n especially
with regafd to joint inventorship for a‘betfer underetaﬂdiﬁg'”

and appreciation of my thesis.

In this day and age, the 1one garret 1nveneor
is almost an extinct species. Invent;Ons are the domaln
of corporate or institutional inventors. They invent jointly.
Their inventions are esoteric organic chemical compounds'or
intricate electronic machinery.. As joint inventors or
coinventors end serviced by large eorperate paﬁent depert—'.u.
ments or patent law firms they £ile not merely one patent.
appllcatlon and not just in one country but many ap icatiohse
in quite a few countrles. In other words, on any such
lnventlve development they flle a series of bas;c and 1I".Hlove—
ment appllcatlons, contlnuatlon and lelSlOnal apo;lcatlons

and preduct, aymaratus, process and use amplchtlona and/or

claims and corres pondlng Convention or ncn- Conventloq anpll—

cations abroad in perhaps up to 100 countries or even more.

l. While psychologists may still maintain that inventive
ractivity 1is essentially a hichly dindividual activity, it
cannot be denied that cross-Zertilization, stimulation .
and synergism occur in joint discussions. ’




The coordination in filing and prosecuting all these appli-
cations is a very difficult task in view of the complexity
of the subject technology, the criticality of timing and
the Gifferences of the patent systems, not to mention the

difficulty of determining who the inventors are.

Proper Joinder of Inventors is Critical in the U.S.

Ag all of you know, in the U.S; the correct designation
'qf the true inventors is essenﬁial, if not critical, to the
.ﬁalidity of the resulting patent. This principlé ig derived
from a Constitutional provision -~ hence the inflexibility.
‘Only since the 1952 U.S. Patent Act has it been possible to
correct a wrong inventorship designation but only if it
occurred by way of an inadvertent error and correction was
diligently sought.

In my eXperience untold hours are wasted in dis-
cussions with inventorship claimants in inventorship
determinaotions in team research situations. In a recént case
Judge Newconer called joint inventorship ﬁone_of the muddiest
concepts in the mudéy metaphysics of patent law.” There ara
no precise rules to hclp out: thére are but a_few guidepoéts
which are guite technical and often difficult to apply to
concreté situations. They present many pitfalls, eveﬁ to

G.5. practitioners.. It is even worse when one also tries to

. 2. Mueller Brass Co.
‘at 362 ﬁE.D.”Pa. l9?2), aff'd, 180 USEQ 547, (3rd Cir. 1973).

3. US Coce, Title 35, Section 116 {Joint Inventors) merely
States that "vhen an invention iz made hy two or moers-
persons jolintly, they shall apply for patent jointly..."
without setting ferih what 2 joint-inventicon is.

v. Reading Industries, Inc:;“isgmﬁgﬁarggimwwmw




cope with the rule - as one must - that all claims must
‘cover the coinvention of all named inventors. This rule

compounds the difficulties manifold. All this is a big

-;@topicMbyWitﬁelﬁménégén;iﬂﬁéﬁiﬁﬁingg§ﬂ§w§399{F§Pﬁm9§?;WQEPEz”mmg,

any detailed treatment is beYohdlﬁhe scbpe of this talk.
Suffice it to mention that there is an excellent

and comprehensive article on this matter in the recently--

issued 1976 Patent Law Annua14, entitled "Resolving Inventorship
Questions™ and authored by Dudley R. Dobie, Jr. with chaptersf.

on "The Kecessity of Resolvihg Inventorship Questions",

"Interviewing Inventor Candidates", "Other Counseling -
Considerations", "Factors to Consider in Reachipg a

Decision on Inventorship", "The Pitfalls of Error", etc.

Laxity In Foreign Countries

In contrast to the strict legal requirements as
regards inventorship designatiocn in the U.S., there is
great laxity in this respect in mést foreign countries
ineluding, as I understand it, Japan. . In the U.S, the.
inventofs themselves must apply, in other countries assignees
can apply. In sdme countries assignee applicants need not

even mention the inventors. The general rule outside of the

U.5., with the possible exception of Australia, Canada and

Great Britain, is that inventorship designation has no bezring

on the fate of a patent and is no ground for invalidiiy of

a paternt. The naming of coinventors is done rather liksrally

4. Matthew Bender, 1976.




and genercusly and, hence from a U;S. point of view, often '
incorrectly. To mention but two guesticnable examples

from a recent Official Gazette, U.S. Patent No. 3,962,102
issued to ten Japanese_nationals covering only one compound
and U.S. Patent No. 3,969,104 issued to 21 Russion nationals
claiming a naﬁrowly defined magnesium salt-powder. Recently,
I had occasion.to evaluate a U,S. patent whicﬁ issued_tb
seven Japanese citizens on én improved prodﬁct wqu—up
procedure. I had to conclude that this inventorship desig-
nation cast a cloud on the validity of the patent.,

More specifically, with respect to inventoxship
designations among earlier. foreign and corresponding later
U.8. applications, three practices seem to eéist or are
'possible. First, we have the situation exemélified in the
above-mentioned patents. The foreign priority application
is filed in the names of all those who contributed in one
wayror another in accordance with the prevalent practice in
the given country and without consideration of U.S5. tests of
coinventorship. If and when a U.S8. application is 1ater.filed,
it is filed in the same number of inventors as in the
priority applicatioﬁ. Any:issued patent carries the same
names, too.. . The cdnseéuence of this practice, of course, is

that the inventorship designation, perfectly correct under

“rthegivencountry's - laws may-be completely-wrong;~and -worseg- .-

yet, perhaps even beyond correction, under U.5. law. This
practice represents perhaps an early, less sophisticated

stage.




A second possible practite, or perhaps a more
advanced and sophisticated stage, is the following: The

oreign priority application is filed in the names of only

those individuals who are true coinventors under the strict
U.S. rules, and any sﬁbSequent U.S., application has identical

inventorship. In a recent article in 'a German patent law

[52)

publication by Seeger & Wegner, entitled "Open Questions-of
Coihventorship", the authors urge strongly that because of
'ﬁ.S.‘réquirements most careful inveﬁtoréhip determination be
made for German priority appiications. It would appea: that
this is é bétter préctice, even apart from the fact that no;
discrepaﬁcies arise. It certainly is the easy way out. 1t
should be followed where it can be done conveniently. Having
satisfied the requirements of the country with the moSt. |

stringent standards, it stands to reason that one should have

no problem in any other country.

Inventorship bDigcrenancies

However, this practice is not ideal. It leave§,
sométhing to be desired.. It is not satisfactory.in cctntrieé
‘like Japan, Germany and zlso Switzerland and most others. In
Germany because of the famous_;nvento; Compénsation Law |

it is highly desirable, if not indispensable, to name

~more coinventors than is compatible with U.S. reguirements.

5. Mitteilunoan der Deutschen Patentanwalte (Communications
I e —— e T " 0 s = = -
Oof tne Cerinan Patent }e €€, 1975, pp. 108-112.




Under established policies and precedents they are entitled
to a share of the compensation due employea inventors.
_While in other countries the designation of additicnal
inventors (who would not go on the application under U.S.
‘practicé) may not be compulsory, it may nonetheless be
preferable to do likewise for the sake of morale, motivation,
incentive, cooperation, team spirit and avoidance of tension
'énd confrontation which is especially desirable in_the Japanese
society._ Apparent inventorship discrepancy would result here.
But is this so bad? There are many différences in existing
patent systems and the 1awsraffecting inventorship desigﬁa—
tion also differ around the world, unless one believes in a
universally applicable concept of joint inventorship. Why
should strict U.S. standards based on a U.S.lpeculiarity have
. to be followed in countries like Japan, Germany, Switzerland?
_Eesides, since it is very difficult for U.S. practitioners
to sort out inventorship when several coworkers centributed
to an invention, it would be next *to impossible for foreign
practitioners to &6 this in their own countries.

- The third possible pradtice and perhaps the best
“‘and most sophisticated one then is tolfile deliberately foreign
and U.S. counterpart applications with discrepant inventorship

-designations where appropriate. This practice is not without

crmrrdravbacksandcomplications-insthe UeSs-—In-interferences—and oo ..




in litigation opponents may base an attack on different

inventorship. Thus, trouble may arise in the Patent &

In this connection, let me point to recent

experiences I had in two interferences. We moved to
convert inventorship in our issued U.S. patents involved in
these interferehces6 establisghing A, B and C as joint
inventors while the Swiss priority applications had been

r'filed on behalf of A and B only and we.ﬁoved to claim
the benefit of the filing dates of the Swiss priority apﬁli-
cations. While the former motions were approved in principle,
the latter motions were denied for the_specific reasons that'
while the Swiss Convention applications complied with Section 119
"with regard to support for the subiject matter of the count{s}",

. they did not comply with Section 119 "relative to identity

of inventorship”. _

Actually, this has happened,to-otherrU.S. practi-
tioners alsoc and is not inconsistent with provision'201.15
of the Manual of Paten£ Office Procedure: "If there is
disagreemént as to inventors on the certified copy, the

priority date should be refused until the inconsistency or -

disagreement is resolved"., Note this does not say that reliance

on priority is forever barred. It merely calls for a resoluticn

of the apparent discrepancy by explanation or ctherwisge.

6. Interferences Nos. 98,271 and 98,272; U.8. Patsnt Hos.
3,628,257 and 3,629,258,




In our interferences which I just mentioned the

Examiner cited Schmitt et al v. Babcock et al,7 and stated

that "here, unlike the situvation involved in Schmitt,
conversion does not appear to have_been effecfed in-the

) Pateht Cffice of the éonvention country.so aé to obtain
identity of ihventorship in beoth the U.S. and the convention
qountry?. Why tﬁis requirement of identity of inventorsﬁip
and conversion of inventorship.in the fo;eign prioritj appli—
cation? What counts is identity of invention not of inventor-

:ship; Section 119 nowhere refers to "idehtity of inﬁenforéhip“

- but merely useé-the phrase "the.same inveﬁtion".

I believe the Patent & Trademark Office is clearly in
error énd in disrégard of its own precedents in regquiring
identity of:invéntorship. In the 1971 decision FPayne v.

Ngtta et al,B the.Board of Interferences gave the party Natta,
.'PEQO and Mazzanti (Patentees of USP 3,112,301 on Isotactic
Polypropyiene} the benefit of its Italian filing date under
“Bectlon 119 since its Italian application was regularly filed

on behalf of all three coinventors even though 6nly ong was

named as permitted by Italian law which was fully explained in

the record. 1In so holding the Board pointed out that Natta et al

aid ndt.have to comply'with'sécticn 116 znd Rule 45 for the

foreign appiication to have been “reéulaxly-filed“,'nor_did each
zinvéntor have to have mads &n egual contributiqn to the invention

- for them to be considerzd joint inventors.

7. 153 USPD 719 {(CCPh 1867). In this case it was certified
- that inventor B of the joint (& and B) US applicaticn was
cadded o the French dvlicetion filed i 1

o
=

1@ naine of
inventer A oniy. _ : S
8. 172 UsSpQ 687 {Bd. Intf. 1971)}.




——

In another interferenci/gack in 1964 involving

Ciba and Merck, described in the published Reichstein et al. v.

Brink et al.9 decision, the Board of Interferences accorded

.Ciba priority. in a situation where the U.S. application was

filed in the name of nine inventors based on several Swiss
ériqrity.apﬁlicatidns each of which had fewer and different
inventors.

it was.also held in the-ReichStein.caselO és well -

11

as in Jbseph'Bancroft & Sons v. Brewster Finishing .Co., and._ :

intimated in a number of other earlier decisions12 that priority

obtains where the U.S. application acknowledges the priority .

application by_giving country of filing, filing date and serial
number and the certified priority application gives corres-
poﬁding data.

‘Thus it is clearly manifest thét it is identity of
invention that counts and nct identity of inventorship and
discrepancy inrinventorship is not per se objectionabie ci -

rejectable. o _ o _ :.[-"

Finally, I want to mention the recent CCPA decision,

Fontijn v. Okamoto,l3'which is also noteworthy.

9, 147 USPQ 115 (Bd. Intf. 1964).
10. Ibidem at 116. '

11." 98 USPQ 187 (D.C. N.J. 1953)

12. Steel et al., v. Myers, 205 0.G. 1021 (Com. 1914)
" Ex parte Mattlet, 347 0.G., 10 (1926) e
Michelin et 2l. v. Hayes Wheal Co., 200 'F. 458 (D.C. Mich.

.~ DedJohn v. Gaus et z2l., 36% 0.G. 488 (C.A. DC. 1828}

[
D
|18
=%
—

13. 186 USPQ (CCPA 1975)




- The CCPA stated in a fbotnotel4 that the “Interference

. Examiner determined that a sufficient showing had been made

that (A) was the sole inventor of the subject matter of U.S.

Patent No. 3,447,308 and this issue has not been raised in the

appeal" and the CCPA held that reissue was possible for the

purpose of perfecting a claim of pricrity (without being

violative of Section 251 due to broadening the scope of the

claims) though the Dutch priority application in question'had_

been £filed in the namess of three inventors,

Conclusion

While the practice in the U.S. Patent & Trademark Office

ﬁay be unsettled on how to deal with inventorxship discrepancies

"and this may cause certain problems and difficulties'especially
in interferences, I submit - aﬁd precedents and common sense
and logic support this - that the following should take care of

the problem: an explanation of the reasons for the apparent

discrepancy, as was done, e.¢g., in Pavne v. Natta and

Fontiqn v. Ckamoto, or perhaps inventorship conversion -as

in Schmitt v. Babcock in the foreign priocrity application,

vhere appropriate and still possible, which is apparxently

14. Ibidem at p. 100




,WE;Y%EY;ﬁi@P;EﬁEE§;9§%PEE§§;25939§95?E?Vﬁﬁﬁ}fkgggeqyersipn:, o

in the U.S.). Hence, there should be no real objecfion or
obstacle to a practice of discrepant inventorship designa-

tion between foreign priority and U.S. counterpart applications.

GOSEICHO ARIGATO GOZAIMASHITA

15, "In the United States you can change the inventors in a
patent applicatien by indicating that you had used
diligence and have justificaticn for wanting the change.
You have to present the facts. But if yvou base vour
application on a foreign priority application and it has

Sl two inventors, you can tzke cne out by streoke of the pen.

ERREILSS S The foreign Patent Cifice will often accept that and the,

e United States Petent Office including the CCPA, will say

it's perfectly zlright. Never mind that it should he

treated like a U.S. application, thev're not going to do it."

Statement made bv Mr. W. A. Modance, Chalrman,Board of

Interferences, during a Modern Interference Practice Panel,

Cincinnati, September 25, 1575 {p. 3 of Transcript of

Proceedings). .
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Some problems the Japanese Patent Office

' is now facing and how to improve them.

November 9, 1976 : :
Japanese Group, Committee
K. Xoseki '

(Idemitsu Petrochemical
Co., Ltd.)

Summary.
As a result‘of the pértial amendment made to the
Japanese Patent Law in 1970, the burden of examina-
tion on the Patent Office was temporarily mitigated.
Thus, there was an indication that a volume of pend-

ing applications would be gradually decreased. But

applications have resumed to increase and the rate
of their examination-requests has become higher.
Thus, pending applications are being piled up year

after year, as they were before.

In order to cope with such situation, the Japanese
:é;fxﬁ Patent Office has formulated a policy for a better

treatment of patenﬁ and utility




model applications and the examination-request under
the ministerial deéision of MITI (May 24, 1976)

and made a stronger regquest for cooperaticn from
private enterprises in Japan.

In this report, we have .studied the wvaricus data,
éomments and.opinions ﬁhich the Patent Office has
sqlfar publishéd,-énd,'in an attempt to impfove

the preéent patent situaﬁion, analyzed fhe

situation in Japan for the better corporation

patent management.




1. Introduction
'The*Japanese*Patent.Lanwas partiallyfamehded-in"~-

1970 and earlier disclosure system and examination-

S request system hav g adopted. Fo . a o ort T ——

‘period of time the burden of the examination on the
Patent Offlce was mltlgated and a 1arge volune of

pendlng appllcatlons were to be gradually dlspoqed of.

However, the appllcatlons have resumed to increase
and the rate or thelr examlnatlon reouest has become
higher. Thus, pendlng appllcatlons are belng plled

up yvear by year, as they were before.

Under such circumstances, the pendency of the
applications has been prolonged and inventions ﬁay
not be reasonably protected. This will be prejudicial

to'thelbasic purpose of the?patent system.

In view of such crisis:in the patent administration,

the Japanese Patent Office has -



formulated a ?olicy for a better treatment of

patent and utility model applications and examination-
requests under the ministerial decision of MITI (May
24, 1976) and made.a strong reguest for cooperation

from private enterprises in Japan.

_Taking into cbnsideration such policy; we have
%tudied varioﬁs data, comments and opinions which
the Pétent Office has so far published. We have
anaiyzed.the present patent situaﬁion in.Japan for
_the better corporate patent ﬁanagement.

- In an attempt to improve the present patent

. siltuation,we have studied What'we should do for
‘appropriately protecting inventions and how

“applications should be treated.

It is to be understood that our report may not
necessarily have a definite conclusion or solution,
or rather will present you with problems to be
solved. We expect that all of you present here will
give us your comments and opinions and develop

a lively discussion.

—63—




2. DPresent Situation of Applications and

Examination-Request

Office, the number of patent and utility model
applications in Japan was 316,665 in 1974 and 332,815

in 1975. This is an extremely high rate in the world..

The rate of increase has been 61% over the past 10
vears. This is considerably high, considering the

fact that their rate remains more or less the same

in advanced industrial countries.

There has been a particularly high rate of increase
in applications filed by corporations. The increase
was 120% over the past 10 years. The'rate of exami-

nation-request {actual or‘foredasted) is about 70 -

80%. This is considerably high, compared with theai |
figurés in Holland.éﬁd.ﬁest Germany ﬁhd:have earliéin.
adopted the examinatioﬁ—reqtest system;' The-period.
of time requiréd.on the average for'disposing'of a.

patent or utility model application in our country -

has been shortened down to 2 years and 16 months as of

According to an explanation given by the Patent



the end of March 1975. But,_thereafter, it showed
again a longer pendency. VIf the rate of increase in
applications and the rate of their examination-
request remain the same, the pendency will further

tend to become longer for the future (see Table 1)..

'fhen, what is particularly problematicalris the
sﬁbstance of applications of which regquests for
‘examination are made. The Japanese Patent Office
makes a hasty judgement that the substance of
applications may not be generally high, since the
rate of our foreign applications from Japanese
applications with our domestic applications is
‘felativély_low. .We cannot agree with_this.portion
af the ﬁiew held by the Patent Office. |

But we must note the dther pbrtion of their view
that, since there were finally :ejected_abouﬁ'half__
of the_épplications.éf whiéﬁ examinations were |
 requestedf a.considerabie part of thqsé épplications
:might no£ have been filed ér ﬁheir “

examinations might not be reguested, if prior search
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If many applications are rejected as mentioned above,
‘useful invéntiOnsiand utility models will be caused.
“to be delayed in obtaining éatent right and will not
be afforded.proper patent protection. Further? the
developﬁent of industry will be hampered and the

- purpose of patent system Qill not be attaiﬁed. “Thus,

it becomes further necessary to accellerate the

examination of patent and ﬁtility_model applicat;>ns

- and treat more properly their examinatibh-request.

3. Major Causes for Increase in_Applicétidns 

.(l)_ Pfoblem derived from the industrial structure
As ypﬁ know,Japan enthusiastically introduced
technology from the United States and European
countries in ordérlto.fill.uppthe technoiogical
vacuum after the War. This has brought;aboﬁt
such a success in industry as we_have now.
We consider that this is becauée_the.gfeater
part of the technoiogiés.introduced have beén 
protected by ﬁatents”and utility_models in
Japan. A huge sum of money has beéﬁ spent for




the background which may have induced us to have
more -interest in the patent system. In and after

1960, there has been grown in this country a

“tendency
obtaining patent protection thereover. This has
resulted in our more strenecus research activity

and increased patent applications.

The fechnology deﬁéloped has'change&.our ihdﬁs-
trial structure; from light-industry center to
heavy-industry center, and played a major role
in_increasing our GNP and bringing about a large-‘

‘scale growth of our economy.

The hitherto development of our industry and
economy is considered to be due to the
importation of relatively large.quantifies of

required resources at a relatively low cost.

HOWéver, the world economy has been thrown into

a depression by the energy crisis emerged

_developing our cwn technology and



" ‘latent growing power of our economy and better

-~ The latest tendency is that technology is being

" toward the end of 1973. Today there have
remaiﬁed a number of problems which we must
solve in order to save resources. In this
- juncture, we must develop further novel

technology in order to make stronger the .

the welfare of our people. This is the most

important task imposed upon us.

‘systematized and diversified, or have been
“complicated and advanced, in order to. meet

the needs of growing and diversifying society.

~ Such technological tendency has gteatly
affected the ﬁanner of utilizing patent rights.
It has become difficult to protect inventions
by a handful of patent rights having the basic
'ﬁatent as the center, being different from an

epoch~making technology.

The present situation is that there is a need

for"p atentnetwork" comprising = nmnberOf I

. _gg—




(2)

A).

patent rights covering individual technologies

'cqnstitutinq.the technology in gquestion and ther-

combination thereof.

Now that the technology has béen so greatly ..

advanced and become really conmpetitive among
various cofporations, it is not infrequegtly
that they, if belonging t§ the séﬁé.tyPe ofl
industry, make‘similar iﬁventiéﬁs almést |
simultaheously. Thué, ifuhéé becémé e#tfeﬁely
Qifficult formalsingie_coféqréiiohlfo'ﬁénoééii:e

inventions relating to a certain_technology._

As mentioned above, an excessive competitioh-
among varioﬁs'corporations is in a way
unavoidable because of thg industrial structure:
in fhis"COUntry} Thus, there is unavoidable
the'increaSé of patent applications for the

prdtection”of'techhology developed. -

Problem in system

Senior application principle

Senior application principle is adopted in -



Japan. It is not_infrequeﬂtly, therefore, that we
file patent applications in too a haéty attempt,
when our invéntion is still at a cbﬁception stage.
Such practice brings about incomplete specificétions

and causes delay in examination.

B) Utility model system

An idea protected by the utility model is a.
creature of the technicailidea which is not
necessarily required to be.highly advanced..'Thus,
fhe reéuirement for inﬁentive height (unobviousness)
- is less strict than in the case of patent. Appli-
cations may be filed for the protection of mere
- casual ideas without much consideration. This tends
to cause an excessive number of applications.
Fﬁrther, its subjects are limited to goods. The
scope of its protection is narrow. Many similar
applications are filed in order to have a broader
-protection. Applications are also filed in order
to circumvent others' scope of'ﬁtility model right.

Further, the utility model system is different from

tion is allowed for utility models in the same way




‘that it is allowed-for patent applications.

Seemingly, herein lies a problemn.

tion standard is not in uniformity. There are some

fields of art where applications vary'considerably
depending upon examiners. Because of this, some

applications are published for the reason of

leniency of the requirements for inﬁentive heighti
This tends to qreate an environment under which, |
since a subject having such degree 6f_infentive
height is patented, we should file apblications
direcfed to the similar subject for a defensive
purpose in order to secure our business. The
protection of know-how is unsatisfactory in this -

) . L S .
country and "establishing license by prior az=s"

is difficult. Taking such things into consideration

we feel more agreeable with their filing applications

for a defensive purpose. The problem is that,

though there are theoretical criteria for determin-

[

_ e . _
ing the inventive hight, the criteria are not

necessarily in uniformity as a matter of practice.
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4. Pafent_Office-Suggestion for improving
Applications and Examination-Request
In addition to the aforementioned causes for
'increased patent and utility model applications
there is considered invention éncoufégement |
: regulations'within corporation,Hinsufficient '

pre-search, increased applications for the

defensive purpose, low taxes for applications
and examination-requests, etc. Be that as they'

may, we think that we must endeavour to be back

" on the right'track, through the joint effort of
the government and people, in order to properly

protect truly useful inventions and utility models.

In order to materialize this, the Patent Office is
scheduled to take measures for implementing the

- policy undex the ministerial decision.

~a) to establish a system of cooperation with
industry
b) to improve and organize examination standards.

in uniformity

B courage pre-appraisal.and.pressearch

_‘7A3_




d) to make better use of "Technical Information
Disclosed”

e} to give patent attorneys better training and

should be

(1) Request for Cooperation from Private Sector
and Administrative Guidance

A) Request for Cooperation from Industry

The Patent Office Wili cohtinuously:ask‘
éorporaﬁions and trade associations haviﬁg
:a'lérge'nﬁmber of appliéatidns and higher
.raté'ofkincrééée in the applications for
'cooperation for two or three years until

satisfactory results are obtained. What the

Patent QOffice will ask us tc do are the
elimination of useless applications, collection
and publication of information on conventional

art and providing the Patent Office with such

information. With regard to applications for

defensive purpose and applicatiOns directed to a

subject matter




- (2} Measures to be Taken by Patent Office for

the patentability of which is negligible,
the Patent Office will appeal for a better use
of "technical information disclosed" by

“invention association.

B} Reqguest for cooperation from Authorized -
Patent Attorneys Association

There are found a number of rudimentary

mistakes in terms of formality reguirements
and specifications prepared by patent attorneys.

They have caused delay in examination. The

Patent Office will appeal to the Authorized
Patent Attorneys Assbciation‘for improﬁement
in the filing documénts and give attofneys
having no sign of improvement a éepéfaté

training.

: Improvement _

-Pridr tdljbihing the PCT, the Pateﬁfsoffice
is required td organize dpmestic laws:in
confoxmity_therewith and take care éf.minimum

documentation. In addition, the Patent Office




is required to shorten the pendency of
application. But the rate of increase in

applicaticns is high and the rate of examina-

 tion-request is also high under the present
circumstances. Now that there may not be

expected a big increase of examiners, the

Patent Office will try to improve examination
standards and apply the standards more |
properly. In order to reduce incomplete

specifications and give severer judgement

on inventive height, etc., for rejection,
the Patent Office will attempt to organize
. examination in uniformity under the following -

~guiding policy.

{guiding policy)

Re applicaﬁion_of proviéions of paragraphs
.I'and 2 of Article 29 and.éaragraph 4 of |
Articlé'36 of the Patent Law, and paragraphs.
rl and 2 of Article 3.agdhparagraph.3 of -

Article 5 of the Utility Model Law.

Various examination standards have so far been

prepared and, when necessary, amendment have




been made to the standards.

"The examination standard concerning
judgement on Article 36 of the Patent Law"
will bhe prepared for the future. Some of the
general examination standards have not been
reduced to writing yet:. Thus, the following
provisions will be applied as a témporary'
measure until they are reduced to Writiﬁg.

A) Re application of provisions of paragraphs 1

~and 2 of Article 29 of the Patent Law and

.paragraphs 1 and 2 of Article 3 of the

Utility Model Law.

a) In case where a”subject ié a known art or
convéntional art in the field of art to
which the invention or utility model

. pertains and it is difficult to present
‘an appropriate citation, the application
shall be rejected without a definit
.citation presented.

b) In the case where-it is difficult to.

__present a citation in the field of art

~RANKLIN PIERCE
LA CENTER LERARY
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B)-

c)

to which the invention or utility model
pertains, but there is available an

appropriate citation in other field of

the basis of such citatioen.
In the case where a distinctive feature is
minor and the major portion of invention

belongs to known art or conventional art

- and the claimed invention is a mere

aggregaticn thereof, the application shall
be rejected by presenting citation with
respect to a distinctive portion only and

pointing out that the remaining portion

- belongs -to known art or conventional art.

Re application of provisions of Article 36,

paragraph 4 of the Patent Law and Article 5, .

paragraph 3 of the Utility Model Law.

When specifications or drawings have the

 following defects, they shall be treated as not

satisfying the provision of Article 36,

paragraph 4 of the Patent Law or Article 5,

paragraph 3 of the Utility Model Law.

,the appllcatlon BRI B va3 e



Cc)

a)

. b)

.c)

a)

The function and the result of the
invention or utility model described in
"claim" are not fully disclosed in the
section of "Detailed Explanation of

Invention".

"When not fully supported by working

examples, drawings, etc.
when utility in industry, problem to be

solved or relationship with conventional

- art are not fully described

awkward writing

Other Matters

bj

When the reason for rejection is not
overcome by. an amendment'maderin reply to
an office actioh rejecting the applica%ion,'
a decision will be.rendered.without issuing

another office action for rejection.

. When pointing out defects in specifications

or drawings, if there are many, it shall

be satisfactory to show only a part of




the defects and give comments that they

are unsatisfactory as a whole.

5. Problems of search pricr to filing.

Now that the application—examination sfsteﬁ ié_
adopted in this country, applicants are guite free
" to file applications for their invention. The -
Patent Office is obligated to examine them. If

it is frue that ﬁahy of the applications filed

are rejected, the burden of.examination may
possibly work against the national economy. It
must be certainly desirable " that such burden
shoula'be mitigated thru the appraisal and search *
prior thereto,‘but it may probably be nécessary:
to consider carefully what form of pre—search':
should be conducted for the national économy.
Briefly speaking, more desi:able alternative.is  .
eithér one of the following; it will ke ketter

for applicants to make, for their own_appraisél,
the direct sue of highly :eliéble search materials
offered by the government rather than to conduct

search themselves thru search materials




individually obtained by them. .The novelty
search is conducted in West Germany and Holland.
It is desired thaﬁ, in the same way, a government
agency should speedily conducﬁ.an éverall éearch

covering appraisal.

Suppose that, in making an appraisal prior to
'filing, pre-search is thoroughly conducted and
‘relationship with conventional att_is clarified.
But if the criteria for inventive height, etc.,

are not clear, applicants may not sometimes

determine whether applications_should be filed or
not. Such being the case, it is particularly
important and strongly desired_that“the.examination
standard should be improved and organized in

- uniformity.

Further, we would like to ask examiners for their
more efforts to solve the problem. Suppose that
there are many applicétions which are liable to

be rejected. As iong'as examiners have collected

patent information relating thereto for themselves

“Vithin their assigned Fie1ds; ChEY WAy SPeeALIyT
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dispose of their applications by means of "mass"

‘examination procedure.  Thus, the problem of

search and appraLsal pr*or to f111ng may be solvea

PSR AT e L S Y B

thru examiners’ more ef:orts as well as apnl;cants

endeavours. In thls connectlon, the number of

personnel and budget of our Patent Office is compared

with those in the United States, West Germany and

- other countries.. -~ Both the number of personnel andé
budget in this country are quite small per |
application. They are far below the international
standard. |
The Patent Office must positively work for improving
these aspects.

Despite the facf that the number of examiners was.
doubled in this country,the number of cases
disposed of per examiner was reduced by about 20%

in 1975 compared with that of 19%60. Considering .this
fact, we should feel more strongly that the Eateht
Office should make far more efforts fbr'the‘improve-
ment in patent administrétion. In addition,
inventions and utility models should be treated at
research stages in such manner that they may not

overlap with the conventional



3

art. Thus, it is quite logical that search should be
conducted before the research activitity rather than
patent filing. The inéufficient pre-search should be
_ﬁreated as the probiem of research management rather

than the problem of patent management.

6. -Re Examination Standard

(1) what is known art and.or conventional art
rThe Patent Office has a tendency of no£ granting
'patent to know and conventicnal arits for the

lack of novelty and inventive height. But the

definition of these words are extremely ambiguous.
- In crder to determine that an art is known or
conventional, the art must be generally known
‘in the pertinent field of art; for example,

there must exist a considerable number of pub-

lications relating thereto, or the art must be
'well-known or publicly used in industry.
Examples of them are known in court decigions

[ (GYO-Ke) No. 101 of 1973 and (GYO-Ke) No. 29




(2)

(3)

Further,'lF the fleld oz art 1s dlffereqt the

of 19741 rendered by No. 13 Civil Division of

Tokyo Higher Court.

known or conventlonal art may vary accordlngly

It is, for example, held in a court decision
that the art pertaining to'electrical'discharge
process may not be readily conceived from a ci--
tation ﬁertaining to.eléctrolytic_proéess [ {G¥YO~:
Ke) No. 95 of 1974]. These court decisiqns |
indicate that there are reéqired a considerable
degree of proof fof'rejectiﬁg ahlapplication for
the reasén that the iﬁﬁentiop:is known or con-
ventional. . | | |
Re Rejection for Reason of Known Art or Conven-
£ional Art without Proof -

This will be in conflict with the court decision

holding that the disclosure thereof in pubhlica-

tions is required for rejecting the patent
application [(GYO-Ke) No. 99 of 1971}.

Scope of Application of Examination Standards

Examination standards to be newly enforced



have been drafted by various examining divisions;
It is unknown at thé present how they will requ-
late the Appeal Division and judicial courts and
what legal significance they will have. Thus,-l
we are afraid that they will create a confusion

in industry.

(4) Publicity of New Examination Standard and the
Time of its Enforcement |

We must take into consideration'the Paris

Convenﬁion'concerning Industrial Property
""" Right. Then, the important problem is how the
new examination standards are made known at

home and abroad and when they will be enforced.
7. Measures Taken in the U.S.

(1) Special EXamiﬁing Procedure
| Now we &ill presént you.with Ehe Speciél examin-
ing procedure taken in the U.S. in 1965.
In 1965, U.S. Commissioner bf Pafents; |

Mr., F.J. Brenner, introduced the plan for

- ~85-




" A)

B}

(2)

nmaking major amendements to the procedure with

a view of completing examination within 18 months

from filing without making any amendments to the

According to this,

The Patent Office may "demand" an applicant to
‘"limit a claim” in order to specify the claim,

“and cause him to select a group of claims to be

examined. Since the applicant may file a divi-

sional application upon such demand, he is not

treated disadvantageously.

The Duty to Disclose the Nearest Public Infor-
mation Which the Inventor Knows.

Thug, they have attempted in the U.S., to accel-
erate examination only through'the amendment

to the procedure, maintaining the examination

principle under custom and equity.

In comparision with Special Examining Procedure

— 8'6-4..



'A)

_B)_

Time for concluding examination is set

The examinaticn is made with the view of con-
cluding examination within 18 months from
£illing. Thus, the examination is exceedingly
accelerated. It may be necessary for us to

consider its adoption in this country.

" PCJ news and comment dated July 16, 1976 reads:

 "PTO Commissioner Dann ..... announced that

.... examiners will be'able to spend ..... 6%

‘more time on the examination of each case ...

feels the resulting improvement in the quality

of examination will be worth the additional

--cost." This is a noteworthy fact. As a result,

a number of hours that a examiner may spend

~for an application will be increased from 18.3

to 19.5 hours.

Applicants' duty to conduct pre-search for

public information and disclose the same




o Ttomight-benecessary.otorintroduce. "Eraud .o .oomoniii

¢

The system for offering Patent Office
information is adopted in our present law.

But this is said not to ke much utilized.

System” of U.S. into our law providing that

reference materials such as, for example,

public information, are provided at public

organizations.

‘'Re Introducticn of Utility in Addition to

Novelty and Inventive height-

Applicanfs should be requestéd £o exp;ain;
through the office action rejecting the
application, that the invention in questibﬁ

is not a meré casual idea, how the_inventionf
is actually wofked and what result is obtainéd.
Thus, the truly useful invention only ma§ be:_

protected.
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- RoJ. Anderaoﬁ
PIPA Congress
Hakone, MNovember 1976

S It s becomfnq habitual that at meetinas of PIPA in Japan

I rise to speak on the subject of revision of the U, §.

Patent Law. At the Congress in Kyoto 1n October gf 1974

we d1scussed a spec1f1c draft law S. 2504 which was under
cons1derat1on by the Senate of the UnTted States and warned
imminent tranedy in the poss1b111ty of passage of that

bill by the Senate prior to the exp1rat1on of the then
current Qérd Conqreés We did, however, lighten the gToom
_W1th adv1ce that it was unlikely that the House of
'Representat1ves would complete action on patent law revisi@n

in that Congress.

As 1. Teft the pod1um, however, there was ringing in your

gars the famous cry from the Brook?yn Dodgers baseball

team -- “Wait Until MNext Year!"

'Today, in Hakone we bring you good tidings. No revision of

the U.S. Patent Law will be enacted by the 94th Congress.

Seriously, there has been a significant gccurrence in the
two year interim. The Senate of the United States has enacted
S. 2255 "An Act for the General Revision of the Patent Laws"

and has forwarded that legislation to the House of
' ' -91~




Representatives .for their serious consideration. 1 believe,
‘and 1 think most of my U.S. colleagues would agree, thaf patent
‘legislatidn subsfantiai]y in the form of S. 2255 would have
been enacted by the 94th Congress if Senator McClellan's bitl
S. 22 to completely revise the ﬂnited States Copyright Law

had not been under consideration by Congress. That copyright

' bil11 received the full and time-consuming attention of the
relevant committees of both chambers, was considered and pagsed
by both houses of Congress; and has béén éha;téd. An iﬁsight |
“into the v%éﬁﬁ of obpogiﬁg camps on S. 2255 can be obtained 5y
fevieﬁ_bf Senator Philip Haft‘s temafké on the floor of the
Senate during debate on the bill, printed in the Congressional
Record of February 26, 1976-énd Secretary Sf Comhérce E]Tiot
Richardsen's letter df September 14, 19?6 to Congressman Petér

Rodino which was printed in the BNA PTC Journal of Sept. 23, 1976.

- The 94th Congress is over and again we cry "Wait Until ‘Next
Year" -- but I suggest we pause and reflect on how radically _"
different the Tegislation environment with respect to patent’

law revision might be in 1977.

At'tﬁe timg I prepared this speech for de]fvery today_in

Hakone, the prbper tools for predicting legislation with

respect to patent'1aw revision in 1977 were tea leaves, piéying '
””mcaﬁdg?“ﬁfcrysta]Tbﬁil?&ndinSSTStiﬁkSTTﬁQbSCUPE;WEfEtﬁﬂSWETS““?“%“W;
to such re]atively_%nsignificant (?) questions as: Will there
‘be in 1977 a Democratic or Republican administration? What

will the relative proportion of Democrats and Republicans be
' - -92-




in. the. next Conqress7 JHow will. the Senate Aand. Hause
Jud1c1ary Cnmm1ttees organ1ze 1n January of ]977? Who W111 be'
'Comm1ss1oner of Patents and Trademarks in 19777 Who w1]1 have
more influence in 1977 the Ant1trust D1v1510n of the Depart-.
ment of Justice or the Patent and Trademark 0ff1ce -As I
stand here there has been resolution of who shall occupy the
Nhfte-House in January of 1977 and we have some insight te-
tﬁe reTative propdrtion~of Democrats and Repubiicans in our
95th Congfess. The duestions, however,'remain_unqnswered;

and their answers are, of course, highly significant.

- We do not know nor can we reliably predict whether the
administration or anyone .within. the congressional ranks wiTl_;
see fit to re-introduce to . the next Congress a bill for the
total revision of the.patent Taw. Many persons heretofore
invelved 1n'Patent'Law revision activities feel that total:
revision 'should not be attempted. " Rather, individual portioﬁsﬂ
of the patent Taw should be carefully 5tuéied and spec¢ific:

sections revised as found necessary.

There is general agreement in the United States that the
addition to our present patent procedures of a system of
re-eiamination of issued patents will constitute the most
significant single action truly beneficial to our system. The

specific statutory provisions for Re-examination proposed by



the Aﬁerfcan Bar Association and included within legislation
pfoposed in the last Congressrby Senator Fong of Hawaii as
Chapter 31 of 5. 214 and by Représentative Charles Niggfns

- of California as H R 14632 have rece1ved important support.

It is 1mportant that each of us as members of PIPA have a
prec1se understand1ng of the pr1nc1p1es of this proposad
re-examination system and I recommend we read all that becomes

pubiished on the subject.

-A few comments mighf be helpful here. As you'know,'the'

~ federal court system is the tribunal for determination of

- patent validity in the United States. The American Bar

Association Re-examination system does not change thatrsituation.
‘It does not transfer to the Patent and Trademark Office the
respon51b111ty for determining va11d1ty of patents ' The Off1ce
.reta1ns its role of judging whether a SC1ent1f1c advance '
constitutes a patentab]e invention in the 1ight of-the prior

-art.

' ﬁRe-examination as proposed enables the patentee or any other
.party to bring to the attent1on of the Patent and Trademark
Office literature references not earlier considered by the

Office which pose a new issue of'patentébility.of the claims

94—




of the patent.  The O0ffice will re-examine the claims:in the

"Tight of the new references and reach an ex parte patentability

As you might expect, Re-examination as currently proposed is
not free of controversy.. At issue is a requirement that a

Federal District Court may not consider, in patent 3itigation,"

a reference not considered by the Patent and Trademafk 0ffice
unt{1 the party relying upor the new reference has submitted .
it in a re-examination proceeding for an Office ruling with
-respéct to its relevance to the patent. Many lawyers in the -
United States feel that this requirement is improper interference
with the discretion of the judiciary and may prejudice the
- rights of an infringer to attack the validity of the patent.
Whether a compromise with respect to the obligatory nature of.

this. referral will be reached remains to be seen.

So much for the subject of prospective legislation and the
realm of speculation. Recently, we have all bean given an.
opportunity to partjcipate'ih the development of tangible

and immediate: improvements in the U.S. patent system through

~a.most ingenious and, to me, exciting manner.

As background, last August in Atlanta, Georgia our Commissioner

of Patents and Trademarks, Marshall Dann, -in a speéch to the




Patent, Trademark'and.Copyright Section of the American Bar.

- Association, butiined'that he and-his colleagues in the

United States Patent and Trademark Office had under consideration
some revision of the "Patent Office Rules of Practice in Patent
Cases.". The ;tated'purpose of the proposed revision is to

effect significant and immediate improvement in the patent system
in areasrﬁhere qeneral agreement has been reached inlthe dialogues
relative td'ﬁatent legislation. A Notice stating the proposed
new rules was officially published in the United States Fedgraf
Register the week of October 4, 1976. A1l parties having views
with respect to the rules are  requested to submit their

comménts to the Commissioner-in early December 1975 prior

td a public hearina at the'Patent 0ffice in Washingten.

While it may be that in:viewing these proposed rules. our
wgariness from the many-yeared battle on patent legislation

has added the "fuel of interest to the fire of £he7 genius" of
-of thg Patent and Trademark Office {~ to paraphrase President

Lincoln -). -It‘s_exciting:to contemplate the imminent changes.

I am sure that counsel in the United States have provided. to
our Japanese members copies of the proposed rules. We recommend

that each of our Jqpanese colleagues review them and provide

- to you r b -|te dSta tes 'Ia w_ye rs . an_y comments _youth'ln e pfu g

to the Patent and Trademark O0ffice. I am certain the 0ffice




would very much appreciate having the benefit of comments from_

Japanese industry representatives. There is no question but

" that the comments will receive serious consideration.

Time does not allow us to addreSS each of the propqsed rules

and its‘out1ined purpose,'buf it ﬁay bé.he1pfu1 if we discuss
one and its.hotentiaj effect. The 1ngenuity of the Patéﬁt '
and Trademark Office personhél wﬁo designed the change will

become apparent,.

Rules re?ating to re-iésue paténts énd the cohfident1a1ity
of_pending appIications.wi11 be revised.. Togethér fhey waj
provide an effective sysiem of re—examination”of issued U.S.‘
patents_throuqhout their iife{: The ru]és.td Be revised for
this purposé_are Rules 1.11, 1.175 and ].291;_ The revision

of Rule 1.175, ré1at1n§ to‘ré-fssue baténfs e]imihates a
reaguirement that the patenteé aésert in the app]icatfon'fﬁr
re-issue that his oriéina] patent is inva1id.in-wh01e or in
bartz . In a re-issue appiication a patentee may now cite to

the Patent and Trademark Office new literature referenées Qﬁiéh
have come to his gttention which should have been considered by
the Office:in the original éxamiﬁatfon. _The re-issue app]ioaj
tion requires the Patént and-fra&emark Office to re-examine,-

in the light of the new literature references, the patentee's



original specification and either -the claims granted in the
.patent or new cliaims set forth in the re-issue application.

The revision of rules .1.11 and 1.291 will provide public access
to pending re-issue application fi]es.and allTow parties other
than the patentee to prov1de 1nf0rmat1on to the Offace for

cons1derat1on 'lfl the're-examinatiaon.’

While the procedure made ava11ab1e by these rule changes does
not enabTe a person other than the patentee to directly
 1nst1tute a "re- exam1nat1on“ proceedunq, consider for a

moment the obligation of a patentee with a new reference thcﬁ
he has discovered or which has been called fo hie ettention by

a third party who may be concerned about infringement of the
patent. Recent decisions of”our courts cleariy require that_
patentee ﬁow knowledgeable of new relevant references to embark
on the re-issue'procedure; If he does not he finds himself
“subject to ah a11egetion'of.mieuse for eifempting'to_enforce

a patent known to him to be of questionable validity. The &
party eiting new relevant pfior'art to the eatentee has 1hdirect!y

instituted the "re-examination."

I belijeve these rule changes will provide the most significant

?enislation.

,mﬁmbenef1ts of re- exam1nat10n as proposed in pend1

' A party accused of 1nfr1ngenent and haV1nq new]y d1scovered

prier art referencesVsyff1p1ent]y_re1eyant to affect tie scope
' : St L eigge s R




or validity of an asserted patent will have the opportunity
to force the patentee to. have the Patent and Trademark Qffice

re-examine his application. As a corollary there will be

to timely disclose to the patentee references on which the

infringer may u1tima£ely rely in court. Fundamenta1'benefifs
of Ré-examination, namely review of all prior art references
by the Patent and Trademark Office experts and elimination
of surprise references in Iitigation, appear to have been.

“accomplished by rule changé rather than legislation.

Again, 1 commend to your careful study all of the proposed
"~ rule ¢hanges andrufge you to communicate your Qiews to

the United States Patent and Trademark Office.

—99—

e GRE AL R -aN--0b 14 gat o D M- theparty-accused—of--infringeme Tt



] (Mr. EastiaND),

United States

I‘l \,\

\."s-f- o fond

f AT
:.!hli“f 'F//\\
(“

\J

of America
m: — — —
Vol. 122 WASHINGTON, THURSDAY, FEBRUARY 26, 1976 No. 26

The Senate met ab 10 om. and was
called to order by Hon. J, BEXKREITT
JOHESTON, a Senater from the State oI

-Louisiana.

PEAYER

'I‘he Reverend James Ahlemanun, pas-
tor. Calvary Church of the Nozarenc,
Artingion, Va, offered the Iollowing
nrayer: ’

Cur Father and our God, this is the
day that Thou hast made and we ace
knowledge our need of Thy wisdom and
strength to knew and to do Thay pertech

‘will. Grant to us o deeper Consciousness

of Thy rich blesaings upen this Nation
ihat we love. Thou hast given us wonner-
ful natural beruty ond reseurces. Thou
hash given us good government in which
the voice of the poople is heard.- Thou
hast blessed us with {recdoni. We are rich
in Thee.

Remind us again of the faith of our
forelathers who left a'land wheve ther
were persecuted to establish a nation
where they were foee to warship Thee.
Help us to remember thnt our enuntry
was founded in o fervent faith, ingpired
by 3 hesvenly hope. guided by
Ings of iruih, and nurtured
of prayer. Ering to our m 1
who have brayvely lived and nobly died.

Today, wte dednly
ryvatefnd for our slerious mash, Ilvlo Uis to
TeCOTNiZe At our #ast alone does nat
guarantee our futyre Giwng te these our
Jeacters Thy divine wisdom thzt they may
guitde our Nation arizht.

In the narae of our Lovd and
wWe pray. Anen.

the teact

Savieur

APPOINTMENT OF ACTING FLRESI-
DENT PRO TEMPORE

The PRESIDING OTTICED., The clork

will please vead a communiestion to tie

Senate from the President pro tempore

t read the follow

The ieglsla Li ve cl
mg Tettert

PAESIDI={T PO TLTOAL.
Wu}.iny:on, D.C February 26. 1976.
To the Senates
Eelng temporartly absent frem the Senste

- on oficlal duties, I appolnt Homn, J. BevresT

JORNSTON, O Senior f2om the e o Lous
islasn, 10 periorm the dutles of ke Chait
during my sbsénce. -
Jarxces O. EASTLAND,

Prestdent pro tem hore.

Senate

Mr. JOINSTON thereunon took the
chair as Acling President pro fempore.

THE JOURNAL
Mr. ROBERT €. BYRD. M. President,
I ask unanimous consent that the read-
Ing of the Jouinal of the proceedings of
Wednesday, February 25, 1575, be dis-
pensed with. C :
The ACTING PRESIDENT pro tem-
pore. Withiout objection, 1t is so ordered.

COMMITTEE MEETINGS DURING
SENATE SESZION

Alz, ROBERT C. BYRD. Mir. President.
1 nen unanimous ¢onsent that all com-
mitters may: ke autheyined Lo meet dur-
ing the session of the Sehaie wday,

The ACTING PRIESIDENT pro toit-
pere. Withouf objection. it is so vrdered.

CG\'SIDER:\”‘IO ¥ OF CERTAIN
LIFASURES ON THE CALENDAR
A ROBERT C, EYILD, Mr, Frezident.
I ask uoenimous consent that e Sens
e ceed to the consideration of the
following ealendar orders nuinbered 410,
612, 623, and 622, .
The aCTING PRESIDENT pro ‘tem-
pove, Withous ebjection, It is s0 ordered,

THIRD BUDGET RESCISSION EILL.
1976

The bill (F.R. 116637 {o rescind certain
budget authority yrecorimendsd 1 the
messege of the President of Jonuzry 22,
1876 (H. Doec. §5i-342), wansmitied purs
suant to the Impomdiacit Conrol Act
of 1974, which had been reporied frony
the Connnittee on Appxo srintions with
an amendment on page 2, beginning with
Iine 16, Insert the Iolfomng

DEPARTMENT OF THE INTERIOR
DURAEAT oF LARD MANAGEMINT,

PUDLIC LANDS DCVELOPAIENT EOALS AND TRAILS

Contrpct authority provided in the Fed-
eral-aid Hi Ay Act of I873 for Public
Lands Devsinnment Haads and Trajlg In the
emaount of £4.5C0.000, availible unwi June 30.
1978, 15 Teeoinded,

XaTioNaL PARK SEavies
ZOAD CONSTRUCTION

Contract eutbority provided In the Ted-
erpi-Ald Higaway Act of 1073 for Read Con-
sirucilon ta the pmount of $58.509,000, avaii-
able uatll Jure 30, 1976, i rescinded,

The amendment was agreed to.

Thé amemndimant was ordered to be ev
grossed and the bill to be read o thir
ume:

The bill was read the third timwe, and
pa.acd

Alr. ROBTAT COBYRD. My, Puatc'cn.
ug coliscii to hava prinesr
in the I-'.'.s'cc. 2 an exrerpt from tha ranert
N, 84 . eanlaining the purposes of

There heiny no obiection, the exclrpl

ordered to be printed in (e RECO#D.

= failows:

STUMMARY OF TIIT INLL .
This 13 the thizd reschsion bill o he re-

novied by euh

new Can .
Coptrol AcT of 197-2 Pun e Lax
July 12, 1%
A general discussion of the #ill fellows.

Further di 15 coneerning particidar lrems
wnd 1o the Senaie Dooument eired
TLICISSIGN TOTALS
budzet authorlty recomniendsd
ed In the bill 5 $73.831.000 A
SUMMALY Litle of resck-lons follows which
shows 6l lems that are reeommended for
rescission Ly the Commitiee of as passed the
House.

Havse Tummiltes
e « rezemmendin .
Restistian . plopowd lar Aian fer -
Ho, Gepartinert or achyily Twission reseizsia tescizsion
Con!u'-!r Praduct Satety co 35 l1'l oM 3'2 556 oa £2. 655, 000
J ?J: o L, i
8, %0,050 ... 4,908, G
far 24 £, ,400 . ... SASHO A
jepurimerd of Stale’ Mulial w‘ucwun el Ghohal TOGARE E o fail 3,000, 00 2, G, 14
Wunties,
L PR £3, 36, 000 12,431,000 75,831,009
52381

nan fer-
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s210d

¢ 31, Trodrimark feen

“Trademark fors shall ba preaeribed by the
Commisrloner under the authority of s~ct
41 of ttle 35, Untied States Codoe, 12 »
in conuection witli examlnation of n lrate-
mark applicatlon i3 not peid =ihisn such
time ns preseribedd by the Comumnls
application shall La rearded as ab

&g, T. In the second sentence of
T{cy of the Trademnris Act of 1246 (LY Sia
427, s amended; 15 US.C. 1857(e )}, “Iie
herein provided” g changed to “preccribed

50¢. 8. T section %(e) of ibe Trademark
Act of 1048 [60 Siat. 42T, &5 pmendn~d: 13
1U.5.0C, 1056{c)). “fec heroin provided™ s
changed to “prescribed fee™.

Sec. 9, In seetion 9{a) of the Tredemark
Act of 1940 (60 Siat, 427, as amended: 13
TS.C. 1089({a}}, “The additional feo hereln
prescribed” is chanzed to “ag additiona) pres
scrived fee™.

Sec. 10. In secilon 12{1} of the Triulemar

. Act of 1946 (60 Stat. 407, nn amenddad; )5
US.C, 1083(a)), *“ifco provided o this
clinpter™ 1a changed to Yprescribed fce™.

Sre. 11. (8) There shall de in the Denart-
ment of Commerce, in additinn (o the Asssts
oant Secrataries how previded by iaw, cae ad-
ditionatl Assistant Secretary of Cormimeren
who sholl be kluown as the Zssistant Socres
tary of Comunerce for Patents and “Itodes
marks who shall be appointed by the Presi-
dent by and with the advice and consens of
the Senate.

{b) Section §315 of title 5. Tnitcd Statos
COcde, 15 amended by strikxing *{8)* at the
end of 1tem {12) and subsiiiuting ~{9)".

{e) Eeetion 5318 of title ¥, United States
Code, 13 smended b7 siviking item (£0).

See, 12, Section 41 of the Trademark Actaf
1948 (60 Stat. 427, as amended; i3 U.S.C.
1123) is revised 1o read os follows:

"§ 41, Trademark Procecdings i the Palent
QiTico :

*{a) The Commizsioner sholl ninke nitles

and, regulations, not inconsistens with law,

Yor tie conduct of proccedings in the Patent
" Ofice urider ins Act.,
*(b) The Commilssuner may cstablizl rules
or taking ahdavits and depasitions required
1o trademark ¢arces ja the Patent Gilze, Any
_eficer authorized by law 10 talke depesiticas

1o he usad in the sourts of the United States,
or of the State where e resides, may take
such alidavits and gepnstlon

“(¢) The cierk of any United States court
for the dlsirict =lergin tosiimony s to be
taken 10T use In any contested Lrademaris
cace 1n tie Patens Odice, shall upcn the ap-
pileatinn of any partr rherata,
penn for any withess re::ldlm_: or be
Fuch district, commandinrhim toa
testify L2foce an cop in such d.- *
thorized 1o take depositions and abidaviis, ae
the time and place stated !n the subpena.
‘Tho provisions of the Federal Tistles of CIvil
Trecedure relating to the attendanse of wit-
nesses and to the pmduction ¢f decuments
and things shall appiy to sumtested trades
mark cases in tiie Parent Ouice.

“{d) Every witness subpenacd and (n at-
1endance shall be atlowed the fees ana tavels
ing expentes allowed to wilinesses atiending
iho United States district courts.

“{e} A Judgze of 8 court whose clerk issued
A subpent may enforce obedience to the
.., process or punish disobedlence as in osher
“UUHEE ‘cdses, 0a preot thAt A withess. sorved
with such sudpena, neclected or refused 10
fippéar or to tesufy. No witnrsa shail ba
deemied gallty of contempt for disobeving
such subpena unless his feos and traveling
¢Xpenses in golng to, ard rerurnia® from.
and one day’s ettendance at the place of
examination, are pald or tendered him at the
time of the service of the subpenal nor fof
- ‘rofusing to dlselose any secret matter cxcept
* Wpou approprioie order of the cour: which

- 3ssued the subpena ™

- Rdary ..w ln.culi'u to lnnm'lt ona us, a:-.d.

CO\GI\I.....SIOuAL RECORD — 8L '\'A 1E

Ere, 13, For the fimt 8Ix Yrar that
Act In In ot I the Inte

Ll

1 deferred puriuasnt 10 ehapier
Notlge shnli be glven Ll.e
L ol We fee due for sucih examing

¢ of oot 1255 thapn one n*nl\m
vd for pavuient. It thwe fee b
hin such time, thg spplication
el as ahandoererd,

flinll Lo Al
agk gl n
Shalll be e

B, 1 ]
aud v yets
duct o fuli aid complats st
Fatpn ot u.e cxiene ta which cxls-.!n pr:

WUT CaTe-

chawm Wy cm it
DH

Bedugut proiect the inleresis of, profos-
slonal, sepeniific and technies! perzonned, and

-othera earplored by private corporsiions, In

coliteeilon with tlieir inwvensions. In the
course of conducting the study ang {nvesti-
euilon, the ‘w:crcmne:. shail (.H curau.t. willy

{2) eaordipate informavion 'L'\d rern:m'r.r.-
tions with tho appropriate a<encles of the
Federnl Covernment. The Sccrétaries ars aue
thorlaed to obtin the services of privnta
Teqcarch trsiitutlons and such other persons

e

by cenimact or ollier &ITABGIMent ng. LiCY
deternine to be necessary In carrying out the
Provisions of ths section.

{b} The situdy and investicatinn described
1n subsectien (a) shell Include st least an
anadzsis of:

{1) exisiinz employer-emplores relntion-
Shins with resjieet o emnlovee fnTentions:

12) provisions in-empiloymicnt ¢ontractks or
Ela agTeemenTs reserving or concrolloy pat-
ens rizhis of inventions and procssses devel-
oped by an employee;

{3} provisiohs in employment coniracts
ting an emplorec's post employment
patentable inventions dovelencd by
tho employee;

() paynient or compensation of en:ploy-
¢nz for tac righis to thelr inventions:

13) the iaws of ine Ualted Siales, of the
Leveral Hiaies-and of omer countries con-
cerng the mibject:

151 thein ce"tlve to Innovate:

L7} the distlosure and patenting of lnven~

H »and

18+ tho uwiillzation of lnventinns,

fe) Ther Secretarles steall, wiskiz 18 monshs
aller the cragoment of s Act, susmlt to
the Congr thelr report of ihe resuits of
such swudy, {ooathes with such recomintenda-

i mrisiatlon a3 they  ehail desm

DEC,

it

i3 u) For tha purposes of zacilon
of tile 18, Unitadl Siaies Code, anv
1= proserived by sectlons 371 o 1001 ¢f
tiia 18, Caited 3tates Coxle, relniing 10 oniy
Procecding acising pursuant ions of
e 3o, United States Code, shall nos be
geamed compleied belore the Pateas snd
Tratemary Oifice issues the patent to which
the conduct relates, or athierwise terinilates
the proceeding related wbereto,

{b} Notwithsitanding thoe provisions of
fection 3232 of tille 18, United States Code, B
Ptosceition for any olfense referred to la
subsection (a) of this section may Le come

menced two years alter discovery of tim

fense by tie Attorney Gencral, bus it ©o
of ilmitatlons provided by such scction 3362
45 more thau five additional yeays.

S5ze. 16. This Act may be med as “The
Patent Act ot 1975

The amendments were anrerd to.

Ar. MMcCLELLAN. Mr. President, the
Subcommitice on Patenls s heen
sharply glvided for a nmwumber of years
over the lecisiaiion for o genteral re 11

cof the patent laws. During this Congress
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. Edisons,

0 - ghall-this-provision -extend -the-period =
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.'\. m(‘r fatd rtfnrt to o
¢ilerenees, Surh an wnderd
5 thanb thwere i
: accenunodation of
vicwpoits.,
I have cooperated in the procossiuT of
1 [acion, and voied Lo eeoort it IL
Qwever, o secret that certain of me
inse not been shared by o mai
of tie subsommiliee. I have nrevi
cxpressed concern at the ineorpora
in the patent cocdo ol provisions w
add to the comploxity and expense ol [
tainmmng or upholding a patent. T:
been some mocliﬂmf.ions of there prG-
visions. 2nd I hope that additional =
ety will be made in the fwr
dcration of this Important log

- Ld

contrssting:

I agsin express my regret that the ad-
ministration -has not authorized the
forer of Matenls 4o me i

views khown to the Congress. '
Jject matler of this legislation is Iwiix
.ccbniw.l The Congress In adoptnz a

W patent code should have the counsel
of the CD'umiS‘HOl’l&l' of Patents.

11.. .ough Fna.hy codifled in 1852 2, L
b.1<ic structure of the patent system I"

remained ur'c‘nnged singe 1426. Enaat-
ment of S. 2255 will culminare 8 years ¢!
work by ti\.e Suheomumitice on Palenrs
Troademarks, and Copyrichis seexing
recontcile widely disparaze views by
sukcontmities meniders on the approns:
ate scope anid provisions of & patent 1o~
form biil.

Serntor Joimy L, MeCrLeriex, chairma

T the subconuniites, Is 10 be comuehide:
ror his pallence, fortitude, and the Sl
product.

Although 8, 2255 is a comyuromise b
snd does rot contain every provisian &0
vocated by eachh of lis cospoiwors, oy
whole It accompii.lies in & sound
badly needed reicim of the p
tem. Patent reform is uvge
and enaciment of S 2235 shicus
canidy Luprove our system ior i
patents. .

NEED foR REFORM

The case for
dar, Ansg 5"
nged si
view ed. and modernized o ucet e e
nomic and fechnzlogical condliiots o
19735,

In 1328, iszued patents numbered !
tile hundreds and  inventons ¢
chiefly from the Eii Whitnavs, Thor
Reonert Tulions,  Alex
Gra inm Balls, and other individuntis 1

a7y, the Patent Qulce reeeives more Lhan
100, uao patent applications and gootis
mare than 70.0850 patents annually, Of
Americnil-gwied patelts. 20 peveent
re.owned. hy individuals, antd 80 peree
are corporate owned. Just 20 years »
individualis ohiained aimost 50 pereent o,
issued patents. Todny, the Fortune trn
200 companies own 32 percent of U
patents,

of ti.o 70,600 patents Lssued aach voarn
fully 23 percent go to forclon-b
corporasions. In 1554, the fellonmg ¢
patties obtalned the largest numb-"r 'R
patenis from the Patent Qiice

"
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No.of patentt
isgteed i [T

ratents are issued in o secret ex parte
ceding without publie participation
Lo adenuate information, Frauds and in-
(quitable conduct befare the Oltice have
am.atically tnereased. The level of dis-
Jowitre b5 extraordinarily low, The Pat-
pnt Oiliee’s abiiity [or making searcl}es
[z previous palents and prier ars is in-
quale or noucxistent: and the Office
cs quantity rather than quality.
Tre average Patent Office action recelves
Aout 6 hours review. and the average
patent receives a total of about 13 hours
seview, The Office zrants paients m
about T0 pereont of the cases, eontrasted
ath Germany and Japan where about
13 percent of patent applications result
1 the issuance of a patent..

Tue resulk of these 1975 facts of life
ofi a system basically unchanrged since
1836 is that a large proportion of patents
are being granted for noninventions.
commerce and technology are being
terdlessly blocked; and monopoiy prices
are being needlessly exacted f{rom con-
sumers. As 2 result, the patent system
has [allen into disrepute, distrusted by
many i the judiciary and the public.
President Nixon stated in his 1973 spe-
ciai message to the Congress:

‘Thers is & necd to stem the erosion of con-
dence 1o the valldity of issued patenta
rnilted by thiese questiotis and the possibie
re-utting eroston In thie value of the patent
rang teself, )

Mr. President, I ask unanimous con-
sent thal the full text of that message be
printed at the conclusion of my remarks.

The ACTING PRESIDENT pro tent-
rore. Without objection, it is so ordered.

1See exhibib 1)

Mr. FHILIP A. HART. Mr. Presideat.
n wnazing 70 percent of U.S. patents
litizated in appeliate courts are held in-
valid, whercas in Germany and Japan
0 pervent of litigated patents are ups
held as valid. This hizgh rate of invalidity
existy in the United States because of
‘raclequate precedures and informacion
aud, in the words of the Supreme Court,
beeause of “a notorious difference be-
txeen the standards applied by the Pas-
ent Office and by the courts.” Graham
F. Deere, 383 U.S. 1, 18 (1066} . Although
¥s3 than 1 poreent of U.S. patents ars
. uted in Federal court, they are the

cummercially significant patents which
fatertally affect prices. Even as to non-
Utteated patents. the general patent
munsel {0 a number of major corpora-
s testified that o significant propor-
0 of patents are without merit. are
er utilized, and would not stand up
siuler judicial review,

. Martin M. Shapire, a professor of po-
Ltteal selence at the University of Call-
tomia—Irvine—has concludeds
. 1218 now & trulsm among patent lawrery
AL L Foul st around the Patent Offics bong
Mreh, and chnm:e your claims often
Fruh You witl eventuslly pet some Eind
A LS Pitent on Almost anything. =M. Shapiro,

sfipreme  Court and - Adminlstrative
Acrncles [89 (1068),
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Ik 18 el 3
alenl sys-
e, oc-
e Abe iort

An

ainsd thils i
flzuit Lo undersiond why
temt Is penerally held fin di
mee, Supremie Coport iz
caubioaeilioae .
Mot Jucles. vrhily or
clined o think that n strame, wel-fmnesd
appliranl lins & pretly eand ohance of set-
Iz At leasi some batent claims allowed
sanechere afone Wie Line, and Uy den's
liave much contidence in Wi¢ process or re-
speet fur tho result—Fovlas, “The Patent
Sxstem in Distress,” 14 Idea 571, 576 (1270),

OLhier typical coiunents from the Fed-
eral fudiciury include this siatement by
Judpe Miles W, Lord: :

{The fatent Office| has got to be the sick-
esg instlletion that our Goveriment has
cver luvenied, It 18 Just as [ur a2 I cun sce
an, attrional war between the patent appil-
eant and tho patent exnminer whio apparcutiy
cob puld on the puece work for how mauy
patertts they eonid pul put.—niterld States v.
Cirarles Piiser & Co. Ine., Clvil No. 4-T1-413
1D, Minn., noled Sept. 8 1971) (the Letracy-
cllne eivil dnmaze suic).

Jucdge Hubert L, Will put ib this way:

The whole [putens system| Ls penved Lo a
low »tandard of conduct. It imposes no obli-
carion on the counsel or the applleant to teil
the Partntb Otilce what he undoubiedly Knows
with re=pecs to prior art. Teochnoarapa v.
Motinde, Cicil No. 62CIT61 (N.D, ., filed
Aorit 7. 10701 (sgo transcrint ac 1422).

PUNPOSE OF PATENT SYSTFIL

These resulls were never intended by
our foundlug fathers. The purpose of
patents, in the words of the Consbliu-
tien. is tn “promote the Progress of—
useful Arts”, not "the ereation of private
fortunes for the owners of prtents.” Mo-
tion Picture Palenls Co. v. Universal
Affy. Co., 243 US. 502, 511 (19171). The
Supreme Court elaborated on this in wwo
cnses:

Tiwe parent monopoly was not designed to
seetirs to the inventor his natural right in
his dlscoverles. Rathar, IE was & rewatd, an
inducement, to bring forth new knowl-
edue. and were new and uscful. justilled the
W, inducement of a ilmited private

B nely. Granar v. John Deers Co,, 383
T.5. 1. 9 {1066},

Since Pennock v, Dialogue, 3 Pet. 1 (T L. Sd.
3271, was deeided o 1820, this cotizt has con~
stenuly held that the primary purpose of
it pal2nk inwa s nor the ereasion of privaie
rirmes for the owners of patents, bus 3 “to
mn(e the provress of seience and useful
stitution. Art. 1, § 8). Motion fic-

The coustitutional ratlonale for the
lmited monopoly vighis of a patent was
to induce invention. As early as 1883, the
Supreme Couré counseled:

It was never the object of those (the pat-
ents faws ko grant o monapoly for every
trifting device. . . . Such an Indiscriminliate
creation of exclusive priviteges tends rather
to ohstruet than to suimutate invenilon: 4{-
Iantic Works . Drady, 107 U8 192, 200
[1883). - :

Even the English patent system—the
forerunner of our systemi—iaclk in 1623,
in the Sratute of Monepolies. recognized
that limitations were nccessary te the
proper maintenance of a patent systom.
Patents were authorized only when not
“mischievous o the State, by raising of
ilo prices of commodities at home. or
hurt of trade, or senerally incenvenient.”

If properly designed and administered,
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APMINITIATION SUPPORT
natant reform effort received im-
istance from President Nixon's
al patent message, transmit-
wag dainistration bill—sS. 2304
93d Congross—and recommending sweep-
reforms.  Siynificant portions of
as reported by the Palents,
and Copyrights Subcommic-
teop, ware incorporated in the patent bHill
fnstreduced by Chairman MeCLeruay
i3, 20 duney this Conmress, which, after
many hours of subcomumitiee work, was
furcher retined and veintroduced as a

ing

3.

clean bill (5. 22335}, cosponsored by four -

menbers of the subcommittee. .

With the excepiion of the preiwsuance
apposition concept, all significant con-
ceins of e adminkstration bill are con-
tained in 8, 2235. Many of the admin-
isrraticn’s specific reform proposals slsa
are included in the bill.

Conirary to the assertions of the. or-
canired patent bar, LLr. President, S: 2255
is supperied by the administration. In a
fetier dated December 9, 1973, Uic aamin-
noirged the Ju

vorably on 5. 1253 so tliat the
fong p patent reform is not fur-
ther deinyed.” I ask wnanimeous consent
that e full text of that letter be printed
at the conciusion of my i¢marks,

Tiie ACTING PRESIDENT jro teme-
nore. Withous objcction. i is 50 erdered.

1See exhibic 2.

Alr. PEILIP A HART. Mr. President,
Alaranall

Comunissioner of Patents €.
Dunn also hins registered his support for
Telormung the patend sysiem. Ik o July 3,
1074 Ietter hie stated:

Zaform snd Imiprovement of tiie American
e are Impariant, heeded. and
averaug; Palens feform lez H has
wding in borty the Sennte and ilouse
shiwee 1467, Thwe
¢ conducted heagin
1uud, Since thiat b

in
il

iotile Senare. The Semaie Sub=
comauiiee on Patents, Tradomasks and Copy-
riehits, threugn dillzent and wele-ranging
inquls?, has cenerated five volumss of hear~
Ings erouchly exploring the issues rawed
57 O CINOUs ent relorm billa preposed
to date. 3. 2304 resulied from 3 complete
Teview nud a is of thig seven-year de=
bate—tihe propcsuls of the previous Admin-
istraslon. iue suvgpestions and draft pro-
poerald mada DY tha privato patent bor, and
the varloud oiiier proposals for paient Fefoein
Intreduced in the Congress.

The aAdministraclon supports and wrges
the enactinent of a bill in the form of S.
250+ [Commiliea Print), amended as indi-

cated in the Appendlx. A bill enacted tn this |

fora should clearly improve the quality snd
tie resiahihily of Issued patents. All of us who
in the latest review of 5. 2504
s Pring] ackunowtedoo thas the
procedures which accompitsh this end
wiit te samie unnvoldairle desTee complicata
tha prorers of obtaining pafents. But the
charnes prornsed 1N the Appendix will sim=
plify these procedures, reduce expensg both

itl contribute Lowint”

diciary Committee

Huung -
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to the applicant and to the Patent Oflce, and
will proteat applicant arallist hnrasment.
In iny opinjon, these changes will very sube
stantially linpreve the LUL IL 33 1k gon-
sensus of alt those particlhntine in the Intest
toview of the Committee Print ihot it wiH, if

encaled after mmendment ox aere sungested. -

represent o balanced and desirable reform
of tha present law,

Mr, President, Iask unanimous ¢consens
that the full text of Conrunlssloner
Dann's letter be printed at the concli~
sion of my remarks.

The ACTING PRESIDENT pro tem-

- pore, Withoul objection, it is so ordered

{See exhibit 3.)
DPATENT DAR OTTOSITION

My PHILIP A HART. Mr. President,
the orgonized mtent. bar has opposed
every patent reform bill li:troduced cinea
1967, except for the bills originated by
the private patent bar whicht would make
it easler to cbiain patants on neninven-
tions and more difieult for the coures to
Invalidate them.

Their magsive and organized opposi-
tion to 8. 2255, therefore, comes a5 no
surprise.
© The pateat bar exercised sirhilar op-
position In connecifon with tie 1952
patent code codification. Tieir resistance
to change was analyzed by Prof. Martin
M. Shapire in his ireatise *Ilie Suprcme
Court and Administrative A"cncies," 206
1968) ¢

White patent lawrers of course represent
Infringers as well as patent Loiders in court,
the bulk of their services of chents consisis
af helping them obtain and cefend the valid-
ity of patents, Quile naturatls then they tend
to ideniily the geod witit iore palents rather
than fewer, just as does the Eatent Gflice [or
a differenit but parallel set ef reasons, Thus
the Patent Oftice and thie poatcit bar conu-
prise a powerful, “prapatent’ £53UTE Eroup.

‘Because no group of law atd Do goav-
speciniiz in nghtivg
against patents, and no particular secment
of the Dbusiness commumicy 15 uniiermiy
harmed by palents, there is 2o “antipatent”
pressure group. The "antig ut" luterest in

this country is not speciziined or conceu-
trated, Lut consisis ouly of ihe general in-
terest sncelalized or concentrated, BUT CON-

& bad bargaln for
of Hmited mononolics. Such ar nurphoun in-
terests are lotoriously urderrepresemied in
American. polltics precisel CCAUSD NO ors
ganlzed group and no speciaiiied governmens

. agency speaks for thenw.

In 1970, Judge Hubert Will similarly
stated:

I don't rave any surprise at afl . that
the organized Patent Bar opposed broademng
the standard of disclosure required of appli-
cants or their counsel, any rere than I amn
surprised that they ave oppesed to making the
Patent Office function eiesrively . . . Techuo-
graph v. Methods, Clvll No, S2C1561 {N.D.
T, filed. April. 7, 3070}, {gee. uanscrlpr. ARG
116, )

There are exceptions to every geteral-
fzation, and they should be mentioned.
Some members of the corporate patent
bar have been very helpful to the com-~
mittee and to me personally. Commetic-
ing in early 197% they have devoted
countless hours and muedh ¢fort toward
our mutual objegtive of & meaningfuf.
patent reform bill free of 'mmte.ndcd and
possibie ad\erse eflects. Their conlinual
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dinlog and conslructive supgestions for
mazlifyinge eavlier bills were invaluable,
and I know that we have a belier bl
Leeaxuse of tholr conisel.

Although tize bill dees not Include ail
their sucgestions, Mr. President, 1 be-
lieve it eludes the essenulnls of their

- recommendations and that they suppors

most, I not all, of S. 2255, I ask unani-
mous cousent that the [ull text of the
Jettors commenling on S, 2235 [rom
Stanicy M. Clwrk, Esq., general patent
counsel to Firestone Tive and. Hul:ber
Co.; Charles M. Horgan. Esq., peneral
patent counscl Lo Avco Corp.; Join J.
Pederson, Esq., feneral pafent counsel
and direclor of patends of Zenith Radio
Covp.: H. F. Manbecek, Jr.. Esq., general
natent coutnsel to General Eleclrie Co.;
TIewry W. Guoisden, chairwan of e
board, and Rudolph J, Anderson, Jr.,
Tsq., divector of patents of Merck and
Co., Inc.. be printed at the conciusion of
my remarks. The amendment of Senatos
Foxgc adobted by the Judiciary Conunit-
Lo responids to most of the resersations
expressed in the letter.

The ACTING PRESIDENT pro tem-

pore. Withont obieclion, it is so ordered. -

(S¢e exhibit 4.)

Mr, PHILIP A. HART. Mr. President.
the distinguished munority leader and his
formier legislutive aide, Dennds Unkovie,
have written an Incisive avticie both on
the rele of the patent bar and the leg-
islative evolution of 5. 2255, I ask unani-
mods consent that the full Lexs of Lheir
article, appearing in 16 Willlam and
nary Law RHeview 937-—Sumunier I1D75-—
e vrinted at the end of my remwarks,
GME's Assovinte Divector of Keoncmics
and Government, Walter D, Scott. clso
has analyzed the objections of the patent
bar in a letter to the president of
American Patent Law Asseciation. I
unanimotls consent thnt the texs of tiis
letter Be printed in full at the conelusion
of iy renlarks.

The ACTING PRESIDENT pro sem-
pore. Witheut objection, it is R0 ordered.

'Sce exhinit 5.3 :

. PHILI? A, HART S, 2155 pre-
sewes ang] extends existing substa
aspeets of e ULS. patent
updating the procedures ife
Patent Oice Lo improve administration.
1% contains provisions Gesizned io resut
in 3 more rigorous examination by u‘c
Patent Office, greater disclosure of prio
art to the Qffice, and « reduccion of tllc
instances of invalid patents issued by
Oflice. By strengtiiening and o
Office procedures Into the mainstream of
20%h century adiministrrtive and judicial
practice, the bLill should result in Pnient
Oflice decisions on whether to issue a pac-

Y

ent made on the basis of 211 relevant in-

formation. This, in turn, should assure

~that-only-valid patents-are {ssued-Ly-the-

Ofiice, which, In turn, shouwid macerially
enhance respect for the patent system by
the judiciary and the public,

To raise the quality and relinbility of
the U.S. patent, 8. 2253:

First. Strengthens the cath of inven~
tion to require that persons dealing with
the Patent Oflice act with candor and
good {aith and disclose all information
neeessary. to make the patent '\ppncmion
not migleading—section 115;

—104-
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Seeond. Requives o patentability brie’
dirclosing to the Office relevans palents
atd prior art considecsd during wne pren-
aration of the patent application, discle-
sure of which might reasenably be ex-
pecred to alfeet a decision of the Oilice—
seetfon E3Lib):

Third. Facilitates public parsicivation
In loeating and presenting relevant prinr
art and other pertinent facts 1o the
Qlice—sections 134, 135, and 135A:

- Fourtln, Imereases the disclosare re-
quired in tite specifieation-——section 112

Firtlt. Authorizes the use by and in
Oftice of subpenas and the.discovery
process in aceordance with the Foederas
Rules of Civil Procedure—sections 23
and 24;

Sixth. Strenthens the adminisiration
of the Patent Oice by making It inde-
pendent of the Depariment of Commerce

with respeet to its adjudieatory, rule-
nakinge, and investizatory [unhetlons,

and by Jollowing established administra-
tive procedures—sections 1 and §:
Seventi. Requires a writien record of

‘tiie puLent examination ond SGWE'-\' prec-

ess==gection 122;

Cighth. Crentes a spegial Ofiee of 1ise
Enifcitor within the Ofiice 10 assure com-
pliance with the Patent Code—segtion
rd) s and

Yiath. Requires complete Lorary
searci: facilities and o research prof.
to ulilize new technology—sections €
and 100

The bill also benelils individual inven-
{ors and sraall business by:

i Limiting Patent Olicg
“seetion 4l b} (2);

Sceond. Tu..titutil a s¥stem of de-
ferred ma'Menwme foes—scation $1:0
) t, [

Third. Cr eating a system of deferres
examination that also showld imiprove
the overall qualley of issued pawuis v
reducing the number of applications se-
tunlly undergoiny examinaliod wrab
permitting 2 mope thorouzh exaning-
tien—seetions 191-124; and

Fourth, Permibting newly discovercd
prior art to be brousht befory tiie O
fice for review throuzhout the lite of
na 1c111. Tut m";or to the commencenient o

ek

H

fees—

f‘nl’. rofom s U
1 uree my goileagues to \L.'p,.)
EXHIAIT 1
SFPTEMESA 27,
THE WHITE IOTSE

To the Congress of the Unitod Surte::
Ameriea’s dramatle progress
FUrAnAll RALON O A greab Lec
Industrial lender bis veen due
ficgree, to the juventive gemius
X 4 sutch &S Ben Jamin Fransi
yrus MeCornlek, Thomas Euisen. A
Graliam  bell, HH

1308

a Samus! Moo
Wiz
ey abouc the clittracier ol vue-
©ur creative history however, {
o siatier of ndividusl fnspiration alone, O :r
Founding Fathers wnderstogd che peed @
inpovative thinking and wrole intw t
stliution o menns of cneguragillg
the patent system—which has
stimulated our progress and p
The natlonal patens system 2
the Constitation Lok on fora: S
with enactment of specinl patene daws il 2
1973 and 1536, The act of 1836 provided ~
atory criterta for the lssuance of F
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. meoilion with Fespett to propoeerd sese
U of B 12 i3 under study ard the
) *:. wf the Adminlitrntion will be innde
e o you In the near foture.
preciato -the-.opportunily - afferded
v thd™ Canunittee Drin bt and o
PRSP TT A 10N
" e have been advised by the Olfce ol
-n-ement and Ludiet that thera would bo
, objection W submisslon of our repors
the Congresa and further that enscimens
\ = %, 2304 would be In nccord witlh the pro=
Lran af the I'resldent.
sincerely.

C. MaRSTIALL DanH,

Qomnniszioner of Patenls.
FrRrs1oNE,
Novesaber 28, 1975,

1o, Prinir A. Hanr, :

Chagirman, Subcommilice on Anttirust and
Momnapoly, US. Senase, Washingioa, D.C.

My Duar SzNaToRr LIART: I have your lotter
of Kovember 20 stating thad the Patent Ro-
sisfon Bil (8. 2255) will be cousidered In
Exccutlve Session ou December 10. R

T still believe thero 18 A need for peneral
reform and revision of e patenc laws and
I would like very much to pee Euch reforun
coms abous.

Iy and Isrge, I bélieve thot S. 2235 em-
hodles significant reforms and should be
passed. Quite naturally, I must admit thes
therp &re $omo arcos in which 5. 2255 could
be tmpsoved but I think I would have tislx
feeling sbout any hilll aad, accordingly, 1
urge that afirmatlive actlon e taken on this
Bl go that patent reforsa ¢an go furwurd as
speedlly ns possible.

To repeat,’ 3. 2255 will accompllsh stgnlfie
cant and material patent refomas,

Very truly yours,
STANLET M. Crari,
Patent Counsel.
AVCO ConpORATION,

* " Cinclungtl, Okio, November 25, 1975.
Hon. Pumirr A. HasT,

U5 Senete, Comumnitice on the Judiciary,

Washinglon. D.C.

DEax Sexaror ITant: Thanok you for your
letter of November 29, 1973. Fa 4 "Go. no fo™
position I support 8. 2233, There are somo
changes that I agdvocated. I arree wiih the
“now™ rentiments of the recent Scotte
Tocovie paper In the Willlars & Mory Law
Roview, even thouza I disagree with the
treatment of [olnt (nvenross.

It s o pricidese to work with you and
AMr. Warh. My Lest servics to the parens 373«
tem, 10 35 years, wna to £o1 fren the Apel 1,
1375, unoiicial mesting of Corporate Counse,
I Washington, a vote pref ing the Aice
Clellan BN 8, 23, na & vehleza for morkup,
to the other bills.

Senator, you mzy find of Interest the fact
that my father was Warren Hardfugz's oppon-
eut for the Senate In 1914, Those days were
before Al Smlih. Kenpuwdy, Lausche aznd
Gilligen! My brother Tim i3 s U.S. District
Judge hete. I am 8 very !Ndependonl come
servative Democrat. I have had some Interest=
ing conversntions with Judges Edwnrds and
3McCree and the late Judge O'Sulllzan, a fei-
law Campion graduate. -

“Tour happiness, healtl, suecess and pros-
perity will be In our prayers.

Cordially yours,
CrarLes M. Heocaw,
Gencral Patent Counzel.
ZENITH RADIO CORPORATION,
. Chicago, Iil,, December 3, 1575,

Tlun, Senator Preir A, -HakT, - .

U8 Senste, Comniittee on the Judiniary,
Subcomdlitice on Aniilrust and Monop-
oiy, Wuskington, D.O.

Dzan SzvaToa Hanr: Thank yvou for your
letter of November 20 conzerning the newiy
Sibmltted bEH for patent law revislon §. 2255,
Which I aava read with Intevest. I regret that

“lofiE “orerdLy
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we eannot Ruppart this Bil In {la present
JTEN

I remadn of the views expre ved I my bentle
moeny belore your Su
winr thol ex{cfsive j
Lk e
some clleeiive wuy rmust be found to at
those wish specliic knowicare of the stato of
the prior arg, e.g. asmal or potchilul cotn-
pelitors of the patent opplicont or hia pis
siruee, to become lavelved In pateniabsiity
deteridnalion proceedugs, Suee the winie of
my testimony, and indeed singe 8. 2501 C.0°
ond the corporate couiml mak-up ol that
biil tn which I par:icipated. n oow Proposng
has been ndvanced which, 18 5y Jucment,
would fultifl the third parsy pantlcipatton oie
jeciive nt least as ehegilTely na either pre-
lastie oF post-tssug Inter paries Fatent Qilice

' oppesition proceedings, withour impoging ai

unreallstie requirement for muking opiosls
tion dectslons and exrpendiiures hefore know-
ing whether the patens wil ever have come-
nierelal signlicance. I refer to a system of
Patent Ofica reexamination ab ooy tWne
within the Jifa of the pateut, as envisioned,
for example, by Chapter 31 of the Fong bill
8. '2t4, ®ith certain modiications.

The most lmportant coneept of the Chap-
ter 31 proposal, as we sge Lb, s to permlit To-
cxaminption and re-zhaping of the patcnt
tisilna ng necessitated by newly cited or dis-
coverdd priop art, at the Instancs of tho
patentey or anrone eise and at any dme dur-
ins the Hle of the patent. if properly im-

tementod, this shouid Rot only provide a
practical remedy azainst overly brosd patent
clatms. but should do so while »tiil per=
miiting tho-patentee to rotain anyg ¢lalm pra-
tection of narrawer scope which may be ap-
proprinte and conunensurate with his Ine
veniive contribuiion ns reassossed In the licht
of all the prior art. And 1t Is a procedure
which could readilly be used by nrospectivy
licensors and licensces alike fo resolve valld-
ity disputes without requiring expensive
fadernd court litigation,

The principal objections s-hich have been
raised to Chapter 31 con be overcome by
modificaillon of the Fong bill provisiens.
These ohjections, and he svggmted remedizl
mndiilearions, are os follows:

1. The requirement that f{ederal couri
patent jitlration be susnended for refecrnl of
newi7 elted prior art w0 the Patent Olice (or
reerarination would usurp the jurizdlction
of the federal court.

Propesed Letnudy: Delete Sections 310, 220
at:d 321, This would ellminats any statutory
reruircment for susniension af court proceeds
5 pending sn aceaey determlinilon, bus
wortld permilt the coulis 50 cnotertasn o=
tlors fer Patént Office re-examination In ap=
Proprinfg ohkes. Any aficindt to impoas &
statutory Lrohibition ageinst use of 6 re-
exarninat{en statuic by the federnl courts
wouid, In our view, constitut¢ en unwise
{and arguably unconstitutlonal) encroach-
ment of the jeclvlative branch ou Judichu
prerogative and functlion,

2. Chapter 31 contenipiates an ex patte
rather than an inter partes proceeding.

Proposed  Remedy: Provide Jor inter
partes oppostulon else, by tncluding Section
135 of 8. 2255 as well a8 the medified Chap-
ter 31 provistons, :

3. Chapter 31 would encourace over-claim-
ing in the first Insiance by permiting
amendment without compilance with relssus
refuirements.

Proposed Remedy: Add a requirement for
a showing of Inadvertenve, aceident or mla-
take: Fong bl Seculon 316 niready licludes
~ provision atainst elelm broadenlny during
the re-examination procens,

In our view, 8, 2255 tepresents very sub=
ttanlsl progrens in the evelutlon of an ap-
propriate patent law revision biil While there
are aohie provisions in 5. 2255 which in our
view fepresent unuccessary and unsvise over-
kil they are not of ¢ scrlous & hature as
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Subrormpiiiea staf In the future wa in the
and § do wish to compend them for
i uniielyy ciforss 1a connectlen with
s propencd legtsintlon. 3
Sincerely yours,

Jonw J. Proenson.
GeENErAL ZrEemite Cg.,
Ariington, Va., December 9, 1975,
Ilun. PRI A, HanT,
Ch an, Swivomufitre on Antitrust aud
onopoly, Waskington. D.C. .
Dusn Sexvaros ilakT: Thank sou for your
coiumunication ol Nevember 12, I575 col-
eerniog comsidersiion of the Patent Revislon
Ll (5. 2233) by the Senatie Judiciary Colie
nititee 18 the exceutive sesslon scheduled fop
December 10, This will ¢confirm that we cone
tiuue 0 supperd the patent law revisign
along the general Unes of S.-2254.

We wers pleassd to note that 5. 2255, a8

introduced on July 31, 1075, Incorporates a

number of reviviens which we belleve are

sfui cl.anges to the patent revislion Bill In-

& e aote thal of e nine provizlons
In 8. 23 which were the sujoct of cur specitic

COMENIY @arlinT LIS FEAT. HiGat £PHIAL to Ul *

1o have dorn satlslactarily resolved In 8 .
There are, however. some provisione which
s feel require commend heve and wlilch we
$iL recsive further atiention dushing
urive scislal which rou meniicned.
napler 18 of 5. 2255 wouwld Introduse It
atent Cote B procedure wherehy palent
ons could he puvlisticd withous exa
amzingniion by lhe Patent Qulien for a pe .
of up 0 five years. This procedure would
e the eXenencd of patent richis which
are less sharpty dedned shan 1 the ease un-
dzr our present faw. Also, it would end 10
permis o patentes to tatior his clabn tn the
gkt of inigsvining cirfitmstances. whick |s
aa opportanliy new detled the patenics exs
tept perhany throuzh foliowing tha snmes
hat dmling reslesue procadure. Ve o ning
that the inlection of frenter
83 to the ulHmare scope of !
tairs, 1s & ™ove 1 the ek
. 0, 13 a2 exicent & there a-uid
n cinlinution of exanynacion work !
Hee, i scems doubiiul o -
-0l Balaniee oue the o
1 &llors of these 30 Ml

uon 39) of S, 3155 cpoears
Y on I

o 301 in S,
L2ing Lo pre-
connaeaiM or IAry bty
addivlon 10 tredd secrets a3 was
rith S. 22, To the extent Wit this
moy be i construcd as a sy
change. IF could eetract from prowetion now
alorded o technical tiformation which may
ngt -ize to the level of a trade seoret ns des
Oned in sonie jurisdintions, Thua, ae would
urye that the earlier lanzuayge of 8, 23 he
coutinued in 5. 2285 or at least that the
iezlalive kistory clearly show that a codifi-
cutlion ar exbitlog law only ¥ intended.
have noeviously exdressed 1o ot Iettes
LUT5 our pieasure that the opposi~
\ioh [OF re-examination) provedure of &, 23
WOE Poateliagatce. We fre picased thab thls
Ppust-Isskanee dspect has been presesved w

o=

cod oo January 15, 1975 {& 233, In pas- -
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signlilcant merit 1o Ltha procedure fet' fortn
in Chapler 31 of 8. 214 and, with one pro-

posed chrnge hoted below, wo Hope iat

sorions consideratton is given to thiy pro-
cedure in the execulive scssfon. We find the
Chapier 31 procedurs satlstaelory except for
ong provizim, nunely that if a defendant o
an nfrinrement sui% ¢lies prioer ast, thiz
art is considered by the Offlee &X parte wltl-
out opportunity for the defendani i pat-
ticipate by ~way of oral arcument. testimony,
gre, I Chipier 31 were modlified to provide
for il pattictpation in the Ofice reexami-
natieu precedures by the parly elting art in
a civil action Involvine & pafent (leaving al
other reexamination in the Ogdice ol an ex
peste basis) we would flnd’ Chapter J1 ne-
ceptadle and in fact bellove Lt has advantages
over Sec. 133 of 8. 2235, Thuls couid easily beo
acconiplished by adding a subaectlon {c} to
Sec. 320 of S. 214 readiag ns follows: |

*(g) Ta the evont reexnminnkion of a pat-
ent 15 ordicred by the Commirsioner upod the
citattion of patents or publicxtlons by a
party ta n civii action invelving the patent,
or in the event reexaminatlon of g patent
hns been ordered and is pending as 4 Tesuit
of the citation of patents or publleations to
the Odfice by any person prior to the Institu-
tlon of the civil action,.nil partles to the
elvit actler <he'! 2o the right-to partioi-
pate in the ren‘.nrmntlon procecding and in.
that rezard shall be permitéed to:

eI} submit wricten briefs.

™2} present oril argumenis.

“(3} present oral testimony and depositions
and cross-oxamine witnesses ln regnrd to
matters having a beartng on the vaildlty of
scope of any ¢lalm involved ia the resxamls
nation proceeding.”

Section 271(e) would permit the {importa-
tion lato the U.S. of an Indringlng preduet
without recourse againss the lmporter in the
eircumstance whers importation 3 made
tixrough a nait-sxelusive sales or distribution
agresmuent. Thus, this provision w vuld tend
to far foreign manufactur s Importing
into the U.5. 1u 2 way in which foreign coun-
tries by and large do not favor Amerlcan
induger with respect to imporiations into
those countries, We beliave it unwise by uul-
1ntersl acilon to have U.S. Industry at o dis-

advantage with respect to thelir foreign coni- -

petitors - other industrialized countrivs, To
the exicut that provisions such as those
incorparnzed in tiis feetion are considercd
desirabia tiiey uld be ndopted In the con-
text of bilatarnl negotlations with forega
sovernments.,

- One Anal polnt, We have noled In our own

. Studies and in reporced studles by the Patent

and Tradctantk Oilcs and others that this

legistntion -1s expected to add substantially

the cost of obtaining patents, We are pre-

" pared to accept some lucrease il gosts out
" we urge that all reasonabie steps be taken

$0 keep such lncreages to o minimunu
Thank you for this oppertunity to provide
our comments to you In connection with
the upcoming consideration of S, 2255. With
the exceptions poltited cut abovs, we helleve
that S. 2255 ts generally satisfactory and wa
woutld support 1ts enactment with these Lm-
ited chances, We appreciata the time and ef-
fort which you snd others have devoted to-
ward working out the many difficult [ssues,

Very truly yours.
. Il P. MaNbDECK, JX.,
General Potend Counsel.
Menex & Co. INC.,
Raliway, NS, November 26, 1275,
Hon. Puicie A HarT,
U.S. Senate,
Waskington, D.C.
Ra: Patent Law Reform--5. 2255
Dear SexaTor Hant:'T understand that the
Senate Judlelary Committes plans to meet

and..we. arehopeful..that.. patent.. :eusmn..
legistation wil be- fortheoming,
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. 8. 2253, We Lelleve, howm'z‘r.-tfmr. ihers 1

6n Deremyber 10th ta censlder forwarding
to tho floor of he Lenate for actinns 5. 2050

wiilch you ¢o-sponsored with Heantors Me--

Clelian, Scott and Burdick.

As vou know, wo ot Merck Iave n keen tn-
terest in this proposed legistation, I hope,
nud delleve, you hove found us helpful e
you, the olher members of the subcommit=
iee, and your staifs, 1o the alicmpt to de-
velop a patentd law which balahcees thw fn-
tereses and needs of all seements of he (-
vertive comnmunily and the publlc.

It ia, therelore, with a sense of cirappolnt-
ment thae I write you ac this titng to re-
yuest that Fout reeousider your commitment
10 the present bill, Indeed, I urge Fou o volo
10 return the le:islation to the subcommits
tee for siguliicant modilication,

We have been prepared to accept as inevi-

abla an liucrease tn eXpense Lo us from any
revision of Lhe patent lnw, We also recopmize
that any revision will probably incrense the
ronplexity nf patent procurement, but Lhe
degivt of complesity which fs resldent in 5.
2235 {5 disturbing to contemplatz. Mare con-
corfiityy (0 us are ihe mafor dedclencles 1n
the legislotion with respect to thard party
participation in the batentlug procedure,
lack of profection for the chewlcal Indusicy
{rom foreign Linparvs atade usinyg our laven-
ticus, and the faitire to estadlish a statutory
basis to mederate e present system of costly
and time-consunudng Interference proceed-
mngs. :

I'm sure you understand the depth of our
concern for tawntaining aa effcciivo patent
system to knsure this nasion's scientlfic prog-
ress to which we have been proud to con=
tribute. I assure you -that we stand ready
‘Lo coutinue o devote time and effort with
you and your colleagues in reaching our mu-
tual objective of u sound patent statute.

Shicorely.

W. H. GADSDEN.
MEercx & Co., Inc,
Bchway. ¥J, November 28, 1975,
Hon. Puite A, HaRT,
.5, Senatce,
Washington, D.C. .
Re: Pateat Law Reform——3. 2355

Dexe Sewarod Hart: Thang veuw for your
letter of Novembar 20. 1375 which lnvites
conunens with respect-to 5. 2055, We do,
indeed, support the eforts for general re-
tform oug tevision of e pateht codo bud I
am afrald that we as Merck canact support
§. 2355 35 ohe proper vehicle Lo accomplish
the goal. .

Inl.ercvt nely. receipt of your letier has
eoinelded with tive conmumunication today of
Mergi’s view to rou atdd to the olhcr nieme-
bers of the Judicury Committge. Lhe express
slon of dlsappointinens b Mr, Gadsden's
part stems fargely from my communicadions
to him with respect to our activities wich
members of the Subcommittez over the last
several years. .

T would llke to tnke this opportunity to
ampilly our vlew gifce I feel indebted to
your office for the many courtesles extendaed
tg me by Mr. Berpard Nash of your staff in
providing & great amount of his time and
open-minded attenition to out views. I am
sure you feel lortunsie to have a man of
Bernie's callbra on your stnff and I ean only
express appraciation to rou for permitting,
taging him to engage im
HICHALE T RS L S L

'mnde avatladle to us.

The task of desveloping a revised patent
jaw that satizfes all seginents of the in=
terested public is, as Barnie und I undoubted-

Iy ngree, lmpossihie. Froin our extended
dlalogues we fnel o i of Lateteuls
hns cn‘crﬂcd in mass sections of the sfatute
and the patent iaw wouid be strensthened
a5 A result of their enactmient. ™owever,
theres are stanificans ateny where your alfice
and we aze painrized. and several areas are
s0 importalt f¢ ws 1n our Judgment of an
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appraprinto  patehit statule thak we hada
oonclurded that the Jub is not yeb dune
s I3

5,

ur. Gadsilens letter delineates the
neeas of [nost concern, We hiave sira
urged your otlfice 0 suppors the o
Te-exutminatlon as proposed by tho ar
Iar Assoeimtion and Scenator Foog's &, 104
V3 have ncknowladized the propolety of
ernl amendments 10 Ghaprar 31 but suy
the funanmental concept #ather than Dres
grant opposition as proposed DY the
istration or the pest-rrant spposilicn
5. 2253, We are convineed that cven if
other changes were made to the pa l}
adoption of the re-examinaiion proe
would assure the benefits of the patent
tem to all segnenits of society and wouid
tribute positively o coinpetition ia
Tntted Siaces.

We feel strongly that tiie chemsical Indus-
try should have the right to enforce 13

Jchemical procead PAtCrLy RGBLILST B PArTY

maxing use of the product resultant therg-
from in the commerce of the Unirad States
when such party has imporwed the. product
trom overseas. Such a docsLiine of Inw £XinG
in those countries in which our overseas
competitors are domlelied and wo beileve it
13 equitable ta assure us sinmbar protaction
aoalnst their use of our jnventions to the
detrtment of our commerce in the United
States. Sectlon 2TL(2) of S, 2253 Is cleatiy
deileient.

Wo tecogilze that vour olfics had con-
cluded that Interierences should be climil-
nated completely Wit substltution of o tirst
to fle system. We dlsagree with thas concepi
aud aise feel that 8. 3235 ik & 3Teh DAcIward
oll thiv problem, We ha ve surgested o resolu-
tion of priority questlons In the nnner
proposed 1n Senator Buckiey's 5. 2030 iu the
last Congress.

Bernle and E have rob agreed on several
ather polnts such as joint hiveniors and
the comploxiiy of Scctions 112, 115 ¢
A more fundamental lsage between us has
been the concept of r.i"'crregl exarn

that If deferred exami; L 14 to be Wiciuded
in our law espuitable treaiment of the in-
terim rights of an nnpllm. musi Do pra-
wided and the searute i3 Loiaily deficient in
this regard,

Feoreive mz {ur the Io of thl
hut I feel Lt intportant T you ha
and frank siacementd of our vie
eultlgnl pertod of patent rerluan,
G.-. seent andleated, w2 are rend

tribute further ciiuris
deem appropriate.

Agnin, I thank vou [0 the “op2n dodr™
woliny of reur ofiive.

Singerely,

i ansy.

RUDCLPH J. ANDIASON. 47,

{ExHIrTr 5]

rareNt Law REFORM: A L;c's...rrn.z PER-

SPERTIVE OorF AN EXTENDED GTsTaT0N
{BY Senator HUGH SCOTT* axp

DeyNis Usxovie*®) .
The movement to rsform e patend Iaw
of the United States lias been a tremencous
complicated legisiative eTort. Des
avrecmignt that patedt lw m.‘-‘da

I-Iopetnlly the long-awaited raformi bl soo:
will be at hand: chatuess thal the present
Congress will pass such o blll J
than at aby tine Lo récehs ye
Tals Artivie will examin
the pase 2T vears to teg t
patens reform bill ana will e @ currently
‘preposed legistation, especinliy tho Admun-
istritien proposals, It ls hoped thas the
eraraination wiil uminste the. (onces
work in 1he legislative process which nt som
tlmes hove frurtrated, and at others en-




Honorable Peter W. Rodino, Jr.
Chairman : ‘
Committee on the Judiciary
House of Representatives -
Washington, D.C. 20515

LBear M, ORI an: e

‘Proposals to revise our patent laws have been continuously pending in Congress for ten
vears. S5 2255, passed by the Semate on February 26, 1976, and referred to the House, is
the latest effort to modernize the law to accommodate the accelerating progress of science
and technology, the changing nature of applied research, and the vast proliferation of -
technological information. Although it is evident that the House will not have time this
session to consider the many complex issues contained in § 22535, [ believe our comments
will be helpful to future consideration of patent law revision proposals. Im offering these
camments, [ would like to emphasize that they represent the views of the Department of
Commerce only and not necessarily those of the Administration.

The Department of Commerce is concerned that many of the provisions of S 2255 wili
be excessively expensive and unduly burdensome, both to the patent applicant and to the
Patent and Trademark Office. The bill establishes some new praceduras which are not
needed, and fails to establish some that are needed. Finally, many of the provisionsz in
§ 2255 include unpecessary detail, better’left to agency rules. Included herein and ap--
pended hereto are our suggestions for improving S 2255. ‘ ' -
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Background

Patent law is of vital concern to this Department and to the Nation 2s a whole since
patent Iaw can exert a strong influence on the development and use of new technology.
While consensus exists that some revision of the patent law is timely and appropriate,

. substantial opposition to S. 2255 has been expressed by concerned citizens and by members
of the patent bar.

We are conscious that in a number of respects S, 2255 i similar to S, 1308, the bill
introduced by the Administration. The Department of Commerce, however, did not
concur with every provision of §. 1308, While, from our perspective, S, 2255 makes
some substantial improvements in S. 1308, we feel that additional modifications are
necessary to achieve effective, acceptable and viable patent law revision,

Among the improvements in the Senate-passed bill over S. 1308 are the following:
disclosure requirements have been modified to eliminate an implication that confidential .
proprietary information must be disclosed; public involvement is provided after the grant
of 2 patent rather than before, thus eliminating double publication; review of decisions of
- the Court of Customs and Patent Appeals would remian in the Supreme Court rather than
be switched to the Court of Appeals for the District of Columbia; procedural pitfails which

could have resulted in deserving inventions' being denied protection have been eliminated;
~ and numerous drafting redundancies and ambiguities have been eliminated. Notwith-
standing these improvements, from the standpoint of the Department of Commerce,  the
Senate-passed legislation contains a number of features which would make more expensive
and more burdensome the obtaining of a patent and would lead to less certainty of protection
by that patent. Thus, we fear that the Senate-passed bill would reduce rather than in-
crease incentives to use the patent system. It would therefore reduce the incentives for
voluntary investment in, and disclosure of the results from, research and development
activity., The reduced incentive to use and thus disclose via the patent system would lead
to an increasing reliance upon a trade secret approach to protect new technology, resulting
in needless duplication of work and the loss of additicnal technological advances which might
have been stimulated by disclosure. It is our belief, however, that S. 2255, if suitably
amended, can serve as the basis for sound and desirable reform.

Costs

The Administration estimated its bill would increase the estimated current $1500 .
average cost to the applicant to obtain a patent by 75 to 1000, and many believed this tco
conservative. The cost increase to the Government was estimated to be nearly 20 million
dollars. The estimated costs to.applicants under S. 2255, while lower than the Admin-~
istration bill, are still much too high. Although we cannot quantify the impact on the public
of these cost increases, we are confident that significantly fewer patent applications will
be filed. The resultant loss of public disclosure of technological information, the loss aof
incentives to invent or to invest in research, development, and commercialization of new
products and processes is bound to have an adverse effect on our technological progress
and economic growth.

Burdensome Procedures: Reexamination

An important concept of patent law reform ls that at some point before a patent can be
enforced there should be opportunity for members of the public to come forward with

...xeasons.why.the patent should not be enforceable.  Unfortunately, sections 1354 of S. 2255, |

- provide this dpportunity in an unnecessarily burdensome and costly way.

Under section 135, any member of the public, who during the first year after graat
presents reascnable grounds for rendering a patent claim invalid, may provcke an inter
partes opposition proceeding. In this proceeding the patentee is subject to full discovery,
including interrogatories, extensive document production and the taking of testimony.

—108-




Thereafter, for the balance 4f the patent’ term. secnon 1354 provzdes fora second

_inter gartes reexamination proceeding,. this time limited to prior patents, publxcauons S

and othier information in tangible form. Either party may appeal to the courts the decz-
sion ultimately reached by the Office in ‘either type of opposition proceedmg.

_.These provisions invite harassment of the patentee, They could be part:.cularly bur- o
densome to paténtees of limited means--independent inventors and small business con-

cerns, There are several dspects of S. 2233 designed specifically to assist inventors of
limited means: upper limits on filing, examination, and issuance fees and an opportunity
to defer maintenance fees. However, the potential costs dssociated with the opposition
and reexamination procedures under sectons 135 and 135A of S, 2235 not only could be-
gin to accumulate immediately after grant, but could far exceed the token concessions
granted such individuals with respect to government fees.

A simpler and less burdensome procecure, but one essentially as effective in bringing

forth information bearing on patentability, is available, Under this procedure, set forth

in detail in the attachment to this letter, prior patents and publications could be submitted
for consideration by the Patent and Trademark Office at any time during the life of the pat-

. ent, and patents and publications could not be used to prove invalidity in an infringement -

or declaratory judgment action unless first submitted for Office consideration. Neither

discovery nor appeals by the opposer would be permitted. The court would thus have the

benetic of the, views of the Office experts on all cited references, but would be no more

‘bound by those views than it is today.

This procedure would effectively bring forth the best art, but would be less expensive
and less burdensome than the provisions for public participation in S. 2255. [t would re-

duce and sunphfy patent litigation. In our opinion it should be subsututed for the proce- .

dures contained in S. 2233,

Deferred Examination

The Department of Commerce agrees with the Administration that the procedure re-
ferred to as "deferred examination” is not needed or desirable at this time. Under the .
system which S. 2255 would establish, the examination of a patent application by the Of-
fice would normally be deferred until requested by the applicant, - If rio reguest for exam-
ination is made within five years from the earliest date to which the application is entitled,

* the application is regdrded as abandoned. Since a request for examination would not be
_ miade in every application, it is argued that with fewer applications to consider the exam-

imer could spend more tme on each application, This argument, however, ignores the ad-
ministrative realities by which a decrease-in workload is normally accompanied by a cor- |

_ responding decrease in appropriations and staffing,

Furthermore, the publication of unexamined and unscreened applications required under
the deferred examination system of S. 2255 would unjustifiably swell the volume of techni-
cal literature, would force potential competitors to make in effect their own examination,
and, as indicated by the Assistant Attorney General for the Antitrust Division (Hearings
on S. 1321 Before the Subcommittee on Patents, Trademarks and Copyrights of the Senate
Committee on the Judiciary, 93rd Congress, 1st Session 299 (1973)), could nave a chilling
effect on competition. For these reasons, sections 191-194 and those other parts of 5.
2255 which provide for deferred examination should be deleted.

Joint Inventions

The complexities of modern science and technology, coupled with the specialization of
today's engineers and scientists, have resulted in the extensive use of organized research
reams funded by goverament, industry and the universities.
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- proliferation of Assistant Secretaries, but the Patent and Trademark Office, which is

Cooperatwe effort of this sort should be encouraged and not penalized by unnecessary
techrnical requirements with respect to patents for inventions made jointly by two or more
inventors. We urge amendment of section 116 to permit filing by several mventors where
they have jointly contributed to at least one claim in the applicatxon.

Administrative Provisions

Section 1 of S. 2255 would substantially modify current law concerning the establish- s
ment of the Patent and Trademark Office and its relation to the Department of Commerce. SR
In order to clarify the relation of the Office to the Department, it is suggested that section L
1 be modified to indicate that the Office and its functions shall be continued in the Depart-
ment of Commerce under the Secretary of Commerce. Furthermore, since decisions
concerning initiation of judicial proceedings and rulemalqng involve broad policy consid-
erations which are appropnate for depattmental review, the Office should not be mdepend-

ent of the Department in these matters.

~ Section 3 of S, 2255 wouid elevate the Commissioner of Patents to an Assistant :
Secretary of Commerce. Not only is this undesirable because it sets a precedent for the

composed bf scientists and engineers, should be associated with other science and
technology operating units under.the jurisdiction of an Asmstant Secretary for Science
and Technology.

Drafting A pproach

Finally, the bill should be amended to minimize unnecessary procedural rigidity and
to avoid procedural traps. The drafting of S. 2253, carried over from earlier bills,
evidences a strong tendency to rewrite unnecessarily each section of present iaw, often
introducing unintended changes in substance or including procedural details which are
more appropriate for implementing regulations.

Sections 112 and 132 are among those sections contzining provisions which would
significantly limit the flexibility of the Patent and Trademark Office to modify its
procedures as experience dictates. In other sections, some of which have been the
" subject of extensive litigation, the language seems to have been changed for no particular
reason. For instance, 35 U,S5.C. §112 (1952) of existing law reguires a disclosure of an
..invention sufficient to enable any "person skilled in the art” to make and use it. The same
secuon in 8. 2255 has been modified to require that the disclosure be such as to enable any
"person having ordinary skill in the art to'make and use the invention. Notwithstanding
. the fact that the proper interpretation of the phrase "person skilled in the art™ has been
- addressed in more than 100 cases (35U.8.C.A, 3112 n.50), this change and the signifi-
cance to be attributed to it axe not even mentioned in the report accompanying S. 2255.
A number of suggestions to improve the drafting of S. 2255, as well as langiage to 1rnple-
ment the points previocusly mentioned, are included in the attached appendices.

In our view, the changes proposed for S, 2255 in the attached appendices would make
“that bill an acceptable revision of our patent law; a revision which improves the strength
and reliability of the patent system, while enhancing the incentive to invent, invest in,
-and disclose new technology. It is our hope that these suggestions will receive due con-
sideration when patent law revision is cons1dered in the $3th Congress. ’

. thh warm regard, S
Sincerely,

‘Elliot L. Richardson
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TEXT
PROPOSED AMENDMENTS

(No. 298) E-1

PATENT RULES OF PRACTICES

... Patentand Trademark Office ~
[37CFRPart1]

PATENT EXAMINING AND APPEAL
- PROCEDURES .

Proposad Rulsmaking X
HNotice i3 herehy given thut, pursuant !
to tte authority contained in ssction &
of Title 35 of the United States Code,
the Patent and Trademark Office pro-
.poses 1o gmend Title 37 of the Code of
Pederal Regulations by revistng o
. amending &% 131, 114, 1.52, 1.58, 185,
- 1.175. 1.194, 1198, 1,291, 1.292 and 1.346,
nndghyn.dd.mz §51.69,1.97,1.98 199 and
1109, Lo
. All persons are invited to present their
.views, objections, recommendations or
suggestions relating. to.ihe propased ruls
changes to the Cominisaloner of Patents
snd Tradercarks, Washington, Do
20231, on or before December 7, 1978, an
which date a hearing will be hald atp
9:30 am. in Room 11-C24, Building 3,°
2L Jefferson Dmvis Highway, Arling-
ton, Virginia. Al persons wishing to be
heard arally at the hearing are requested
to motily the Commissioner of their in.
tended appearance. All comaments ree
-eeived wiil be availabla for public inspec. .
tian in Room 11E10 of Buflding 3.

. This proposal has been reviewed pir- -

suant to EQ 11821 and OMB
A-107 and detarmined to have no major
nftationary impacgt, i

BACKGROUND

The purpese of the proposed changes
I to improve the qualily and raliability
of issued patents by strenghtening pat-
ent sxamining and appeal procedures.

In recent years there has been extan-
stve publlc discussion concerning the
US. patent examining system. Much of
it stemmed frors the 1965 Raport of the
Preshient’s Coramission on the Patent
System. The Commission made 35 rec- .
quunendations for improvements, most
c:thamteqmrfnzhmhtion,As as re-
sulk, bills were introduced in the soth
Congress in 1987 and h were held
on those and subsequent bills, The rmost
recent. patent LI to receive Congres-
sional attention S, 2255, 94th Congress,
- ¥us passed Ly the Sepate on February

. 28, 1976, It now appasars, however, that

no patent legislation will be enacted dur-
ing the current vear.

Certain of the -proposals that have
been made in the various biils can be im-
plemented umder -the Commissionsr's
rulemaking authority and within the
confines of the OfMces curzent budget,

. In.other cases more limited changes can
bedplemenied in this way. Stnes it mey
be-some time before the law is revised,
It is belfeved appropriate ut this time to
consider rule changes of this naturs.
The Patent and Trademark Office has
prepared the present proposals after o
review of the various bills ang taking
futo sccount comments and suggestions
receivad Irom interssted parties.

In addition to sirengthening examin-

“.the Iife of a patent.

ing and appeal Droceclu.re;. the proposed
rules might serve as models for subse-

* quent legislation or simplify the patent

law revision effort by dispsnsing with
the need Ior certain legisiative changes,
The proposed rules are intanded to: (1)
-Permit patent owners and others to bring

new prior art to the attention of the -

OMce mare readily through reissue ap-
plicstions; {2) sssist examiners by Dro-
viding them with "patantability state-
ments” in all applications: (3) define
apd clarify the duty of spplicants and
others to bring information relevant to
peuding applications to the attantion of
the examiner: (4) modify the require-
ments for vaths and declarations to help
ensure that relevant information is dis«
closed; (5) make available to the public

fice declsigns that would be of im-
portant precedent value; (5) refine the
existing ryles governing public uss pro-
ceedings and protests to the grant of pat-
ents; (T} modlfy appeal procsdurss to
aumthorize, In sppropriste cases, ormi
arguments by examiners and rejections
of allowed claims by the Besrd; and (8)
create & more complete record of rea-
sons for allowing patents. -

BEISSUE APPLICATIONS

Proposed §1175 permits a patent
owmer to heve new prior art considerad
by the Ofice by way of 5 reissue applica-
tion. without making any changes in the
claims or specification. Existing § 1.175
requites refssue applicants to fle an oath
or declaration alleging that they believe
“the original patent to be wholly or partly
Inoperative or invalid * * ** Thig re-
quirement is dispensed with in proposed
§ 1.175(a) (1) umlesx the applicant be-
Lieves this to be the case. New paragraph
(3} (4) recognizes that reissued may be
filed to have the patentabillty of the orig-
inal patent considered in view of prior
art or other information relevant to pat-
entability which was not previously con-
sidered by the Offics. . .

- Thus the proposed sectlon parmitg 4
patertes to file ¢ reissus 1f he believes his
patent is valtd over prior art not previ-
omly considered by the OMae but would
Like to have a reexamination. 'The proce-
dure could be ysed at any time during
During litigation a
court might, if it chose, stay proceedings
to permit new art to be considered ini-
tUslly by the Office in o simpler and less
expensive proceeding. In accordance
with existing { 1,176, reissue applications
will continue to be acted on by the exam-
iner in advance of other applications.

If g reissue application is filed 4s a re-
sult of new prior art with no changes in
the claims or specification and the exam-
iner finds the’clairns patentable over the
new art, the application will be rejected
as Iacking statutory basis for g raissue,
since 35 U.S.C. 251 does ot authorize pe.
issue of & patent unless it is *desmed
wholly or partly imoperative or invalid”
Howerer, the record of prosecution of the
telssue application will indjcate that the

‘prior srt has been considered by the

~111-

o wxaminer. ...

Froposed §1.11 opens reissue applica-
tions to inspection by the general publie,
It Is already Office policy to open reissue
applications to inspection by oppenents
of tha patentes in litigation or an inter-
ferenes ot the.opponent’s request. The
proposed Tule opens all reissfie applics-
Hons. Since refssue epplications contain
no new disclpsure, aud therefore no trade
secrels or confidenti~} inférmation, they
are considered to present a “special ¢ip-
comstanse” within the meaning of 35
U.5.C. 122, .

Proposed § 1.11(b) provides for an-
nouncement of the filingx of reissye ap-
plications fn the Official Gazette. This
announcement wowd give interested
members of the public an opporfunity to
submit to the examiner information per.
tinent to patentability of the raissue ap-
plication However, in accordance with
proposed §1.281 members of the public
will not be permitted to participats as
parties In proceedings befors the exam-
Iner. See discussion below,

PATENTASILITY STATEMENT

Proposed §§1.97-1.89 provide for the
fillng of a patentabllity statement, simi-
lar to what has sometimes been called 5
patentabllity “brief”, in every patent ap.
plication. The “statement would assist
examiners by informing them of the rele.

. vapt prior art considered by the sppl-
cant and giving an explanetion of the
most relevant references before they
undettake their searches, The statement
is not intendd to serve as a substitute for
the search by the examiner, bt only as
a starting point and suppiement for the

The statement should provide a
more complets written record disiin.
guishing the claims from the prior att.

While the statament will tmposs some
additional burden on applicants, appli-

- canis are already required by exisiing
law to bring pertinent information to the
attention of the examiner, The statement
will serve as a remindar to applicants,
stiorneys and sgents of their respon.
gibility for citing pertinent nformation.

The pateptahility statement proposal '
represents aen extension of the Ofice's
existing policy on citation of prior art by
‘applicants} The proposal is stmilar to the
rule change propesal published on Ssp-
tember 9, 1068, and to section 131(h) of -
8. 2255, 94tk Congress.

Proposed § 1.97(2) requires the stats-
ment to be filed within two months aftsy
filing an application, It order to make
it avaflable by the time of the examin.
er’s first action. Section (b) makes clear
that applicants will not be refused an
examinztion or a patent for any inadvers
tent faflure to comply with the require~ -

ments for the statement. Paragraph (¢)
is intended to avold any Inference as
to the thoroughness of any search that
is made, or any implied obligation to
maks any search at all. N

I See notlee of August 12, 1974, 528 O.Q. 2.
34 FR 14178, 545 O.G. 1402,
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Section 1.98(a), specifying the content
of . the statemend, requires a lisiing of
. relevant Information and a “conclse™

‘explanation of the referances considered

mast relevant. This emphasizes that a

lengthy legal document Is not desired.
_ The term “patentability briet” is avolded

because the statement contemplated gen~
erally would be less detafled than an
. appeilate brief. Only the key features
‘of partinent refersnces and the toost im-
portant differences from the claimed in-
vention need be discussed in a Iew

sentences. *

Section 1.98(a) stat'.es t.hat the-stat‘.e—
ment i3 to sxplain why the invention s
patentable dver prior art which the ap-
plicant considered most “relevant” dur-

-ing preparation of the application, The -

term  “relevant” is defined. As to the
- “most relevant” references, the require-
ment {3 for an explanafion of those ref-
erences which meet this q cation in
the opinion of the applicant, which will
not necessarily be the same ag the opin-
fon of the examiner or subsequent re-
viewing body. The requirement that only
the most relevant references need be
explained is an attempt to minimize ex-
tra burden on the appilcant and the
Office.
It of course requira persons to exer-
¢lse judgment in deciding what Infor-
" mation to cite. No way has been found
to avold the exercise of judgment If the
examiner is to be provided only with
information usefui to him. The intent
of the Ofce Is o avold penslizing per-
© sons for good falth errors in judgment
-in ‘deciding what Information to bring
forward. Reasons for patentabflity need

.- not be stated if no relevant information

was considered in preparing the appli-
cation., The statement could comprise a
mere statement th.at no information was
considered.

Proposed § 1.98 requiru. except in the
case of duplicative references, -that »
copy - of ‘the pertinent portion of each
- - patent or publication considered relevant

.be submitted. This Includes coples of
‘Onlted States patents as well as foreign
.. patents. 'While patents are of course
available in the Office, if the applicant
does not include cobies the examiner will
have to interrupi his exsmination 1mtil
coples can be ondered or located. Since
. the person making the citation has coples
-, in hand, {t is believed than .an:overall
. saving in time can be achieved by requir-
ing the applicant to supply the coples
in all cases. With the widespread avafl:
- ability of copying equipment this burden
i3 now leas than in the past. While trans~
Iatlons of pertinent portions of forelgn
languags refersnces will be helpful fo

a requirement of the proposed rule. Whett
existing transiations are readily avall-

- pble they should be submitted, -
Proposed § 1.99 provides for updating
patentability statements. This is. con-
sistent with the duty under existing case
Iaw to cite relevant informatlon at any

‘time during the prosecutlon or an appn--

cation.

the.examiner,.this.has.not.been..made....

TEXT

Dury oF DISCLOSURZ

- Proposed §1.56 defines the duty to
disclose information to the Offce snd
the criterla for striking an applcation
when that duty s vielated. The proposal

cadifies the existing OfMee policy on fraud -

and "inequitable conduct, which is be~
lieved consistent with the prevailling case
law in the Federal courts. The expanded
wording of § 1.56 is intended to be help-
Iul especially to those individusls who
nre not expert in the judicially developed
doctrines concarning fraud.’ The section
should have 3 stabllizing effect on future
decisions in the Office and, although not
binding on them, may perhaps offer tse-
ful guidance to the courts.

The first sentence of § 1.56(a) names
the Individuals who have a duty to dis-

_tlose Informnation to the Office. The sec-
ond sentence states that the duty is to-

disclose all information that they believe
might reasonably be expected to affect
8 decision of the examiner? It fs some-
what more than that information which
in fact would or should canse the ex-
aminer to refect claims allowable “but
for* the information.t.As noted below,
however, paragraph (c) of proposed §1.56
does not necessarily provide for a penalty
whert relevant information is not dis-
closed. The third sentence of paragraph

(a) makes clear that the duty of disclo- -

sure 1s less for those bersons who are less
involved in the preparation or prosecu-
tion of the application.

.Proposed section 1.56(h) retalns the .

substance of existing § 1.58 and further
defines | with ‘more particnlarity the
grounds for striking an  application.
Since the ¢courts have heid patents unen-
forceable under the equitable doctrine of
unclean hands when the requirements
for fraud in the common law sense are
not met, the term “inequitablée conduct™
s added to the rule, Paragraph (h) also
makes clenr that o fajlure to comply
with the duty of disclosure may amount
to fraud or fnequitable conduct.
Parzgraph {(c) sets forth the criteria
that must be satisfled before an applica-
tion will be stricken for failing to cém-
ply with the duty of disclosure. It is be-

. Heved to refiect the current state of the

case law. For fraud or insquitable con-
duct most courts require “clear and con-
vineing evidence™ and an Intent to with-

held “fnformation, or gross neghse.m:e

equivalent to Intent™ The cases are ‘nok
uniform on how material or relevant the
information withheld must be. Para-

graph {¢) (1) adopts a “might reasonabiy
be expected to affect” test. Paragraph
(c), however, establishes only the min-

‘)ﬂea 8, 2258, 94th Congress, ]lsz(b) (1)
(B

458 B8, In s Multi-District Litigation
Involving Frost Patent, 398 F. Supp 1353,
1369, 185 USPQ 729, 741, (D. Dol. 1975); Eay=
ton ot Al ¥raud in Patent Procurement:

and Sham Ch 43 Geo, 'Waah. Y.

Hav, 1, 40 [1874). -

¢ B.g. Norton v, Curtlsy, 43:] P 2d '1'79. 167
USPQ 532 (CCPA 1970).
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striking sn: application. It leaves the Of-
fice with discretion to require a higher
degree of materiality (for example, a
M' test) In a.pproprlate cm:u.m-

=

Proposed § 1.346 expnclt.ly requ.u-s n
reasonable ta support every asser-
tion of Improper conduct under § 1.56
masle by & registered practitioner in any
Office nroceeding. The change in § 1,348
is not a change in substance but §s only
for emphasis, Concern -has been ex-
pressed ovar the increasingly ¢ommon
practice of making “hoiter plate” allega-
Hons of frasudulent procurement. Pro-
posed § 1.346 glves specific-notice that
groundless charges of fraud or Inequi.
table conduct may gérve as a basis for
disciplinary proceedings sgainst regis-
tered practitioners under §1.348.

-OATHS AND DECLARATIONS

Proposed §1.69 1s inlended o correct
the stomalous sttuation in which fareign
applicants are required to sign an cath or
declaration In s languags that they may
not understand. Tt requires use of a lan-
guage which 1s understood.

Proposed § 1.65(a) requires that per-'
sans must understand the content of
documents to which foreign language

in which the specification and clnims are
wntten to have the cor_lbe:_:lt_ explained

Praposed seotion 1.69(b} anticipates
that the Office will publish oaths and
Qeclaration forms in the Ianguages of
those countries from whici: & significant
number of applications are recetved. An
applicant who does not or 1s unable to
wse such a form, or any reproduction of
such a-form, most submit s verified Eng-
Dsh translation of tha oath or declara-
tlon at the time it is filed. An exception
is made. for caths or declarations under
§ 1.65, for which a verified English trans-
Istion may be filed no later than two
months after the filing date. ~  °
Proposed §1.52 13 changed to be con-.
sistent with the requirement of § 1.60 for
foreign language oaths and declarations.
Proposed section 1.65(a) (1) requifes
mventors {0 acknowledge a° duty to dis-
elose Information relevant to the patent~
abfilty of thelr Inventlons. While the
oath wiil not define the duty of disclo-
sure fully, acknowledgement in general
terms that such 2 duty exisis will em-
phasize the importance of ‘the duty to
inventors-who may not be familiar with
the ftrequirements of patent law and
regulations. T this proposal is adopted
the change in § 1.65 alsp would be Incor-

-porated.in all-appronriste sections.in.37...
~CFRPart 3; “Forms for Patent Cases™. -

Decrsions Maoe Pustic :

Proposed section 1.14(d) 1s intended
to malke more explicit the conditions un-
der which gignificant decistons of the
Patent and Trademark Office will be
made avoilable ta the publie. The pro-

rule includes reference to decisions
of the Board of Patent Interferences a3
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well as the decistons of the Board of Ap-
__peals and the Cnmmissioner. ¥hich were
" previoukly coversd. "

It providex for public disclosure of the
sulyject decisibns whenever the applicant
orJarty in interest fafls to take the pre=
seribed steps to prevent such disclosure
after being given sppropriate notice. It
35 srmlicahls in the case of decisions that
would have significant precedent value,
where such decisions are c¢ontaiped In
either pending or abandoned applications
ar In interference flles not otherwise open
to the public It places the burdén on the
Office to identify significant decisions, It
is anticipated that no mere than o few
dozan declsions eaéh year would be con-
sidered of sufficient iImportance for pub~
lication under the anthortty of this para-
graph

ProtesTt anvp Pustic Usz Pnocnnnms

Proposed 131297 and 1202 glve
greater recognition to the value of writ-
tent protests and public use petitions as
2ids in aveiding the lssuance of invalid
patents. c -

Section 1.291(a) provides that protests
will be entered in the application Aleand
will, If" they meet stated requirements,
be considered by the exsimniner. To guar-
antee copsiderntion by the axaminer, pro-
tests would have to be sccompanted by
soples of prior art documents relied upon,
although protesis without copies would
ot necessarily be ignored. This s simi-
lar to the requirement of proposed § 1.98
ihat poples of watents and nublications
ascompany patentability statements.
% 1.201 does not contemplate permitting
% protester to participate in any further
proceeding as & party. In the case of
eppiications available to the public, such
&s reissua applications, the protester
could file papers rebutiing statements
pade by the applicant. The sxaminer at
ks discretion might request a protester
to subrit additional written Information
or might provide extra tme for com-
ments by & protester to be filed,

Section  1.201(b) incorpomhs ‘the
e:ﬁ:tmg Otfica polley of permifting per-
sons to submit Drior art citetfons er
coples of prior art after a patent has
been granted.® The material submitted is
ot examined by the Office, but is avail~
sbila to members of the public inspecting
Cffice rweords,

Matarisls submitted to r.he Office under
§%1.291 and 1.292 are to be served upon
the applicant, patentee, attorney or
agent when possihle. If serviee s not pos-
eible, materials are to be submitied in
dupiicate so tiiat the Office can attempt
ta send the duplicate copy,

In %1292 the requirement that peel-
tioner -offer to bear the Offica's axpenses
in conducting the public use proceeding
1s deleted.

Propossd § 1292 is alsg intended to
ensure that the application flle wrapper
records the existence of public use pro-
seedings, Notice of a petition for a pub-
Lic use proceeding will be entered in the

*See notice Bf August 12, 1974, 928 OG 2.
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fta in Hent of the petition itself when the
petition and ths accompauying papers

ars too bulky 1o physically -sccompany

the file, Any public uss papers not physi-
cally entered i the file will be piblicly
aveilable whenever the application file
wrapper !tself Is avallable,
PATENT APPEALS
Proposed § 1.194, firsi, makes clear

that oral hearings should be requested
cnly when the sppellant considers s

heating necessary or desirabls for a

proper presentation of his appeal and,
saconud, provides for oral arguments by
examinsrs berore the Board in cerfain
appeals,

In most Instances, well-written, fuily
daveloped arguments in ths appellant's
brief and the examiner’s answer are the
most effective way of arguing & cuse he-
fore the Board of Appeals. Thedegal and
tachnological issues presented in appeals
are, for ths most part, best presented
and undersitood using the precision of
the written word. No adverss lmplica-
Uons will be drawn as to the merits of
the appesl from an applicant’s waiving
&n oral hesring: .

I an appeliant considers an oral hear-

' ing necessary or desirable for & proper

presentation of his appeal, an oral hear-
Ing will be scheduled upon request.

Proposed § 1.194(db) permits oml
argument by, or on behall of, tha primary
examiner whenever either the examiner
or the Board believes 1 would be helpful.
It incorpotates the pressnt practics of
permitting examiners to present oral
grgument before the Board of Appeals
(MPEP 1209}, It gives the Board the
zdditlonal discretionsry authority to re-
quire examiners to present oral argu.
ment Lo ensure that all fssues are mny
and accurately presented.

It has been the Board's experlence
that effective oral argument, when
needed, can be presented In less than
the 30 minutes allowed In the present
rule. Sihce March 20, 1975, 1t has been
the Board's practice to Imit oral argu-
ment to 20 minuies,” This practlce &

reflected In the proposed rules. Argu. -

ments by examiners wonld aiso be Hm-
ited to a maximum of 20 minutes, It is
antivipated that examiners oftan would
utillze substantially lmss than 20 minutes

sinee thelr role would be one of rebutial

and answering questions,

Proposed 3 1.196(b) authorizes the
Board of Appeals to reject allowed
clalms, The EBoard's lask of authority in
the past has resuited in sorne anomalous
situations. This propessl is not intended,
however, as an instructlon to the Board
to reexamine every allowed claim in every
appealed appHeation. It is intended to
give the Board anthority to act when it
becomes apparent durlng the Board's
consideration of refected ¢laims that one
or more sllowed claims ghould also be
rejected, on either the same or on dif-
Terent grounds than applled against the
rejected claims,

*See Dotice of March 20, 1975, 933 O.G.
010, 113
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Although the statutory authority of
th Board of Appesls to revlew “adverse

+decisions of exominers” (38 0.8.0: ) has-

not been narrowly construed,’ it has
been held thai since n general rule au-
thorizing review. of lavorable decislons
of the examiner has not been promul-

_gated, the Board lacked such authority.?

The Commissioner can “prescribe as a

-ruls. of practiice, generally applicable,

that a Iavorable decision by a primary
examiner may be reviewed, n the Com-
missioner's betialf, by some officer or by
some board to which has been delegated
the duty of making such review.” * Pro-
posed § 119800} exerclses the Commis-
sioner's discretion to designate the Board
of Appeals to review in their capacity as
Examiners-in-Chief favarable decisions
by the sxaminer io cases which ars oth-
erwise before it.

As proposed, § 1.106¢(h) would permit
an applicant, at his opticn, to waive re-
consideration by the examiner and by
the Board of Appeals and trest the
Board's rejection of allowed claitme as
the final decision of the Board. If the
applleant elects to follow that eourse,
the Board's rejection of sllowed claims
would be directly reviewabie by  the
Court of Customs and Patent Appealsor
the Distriet Courf for the District of Co-
Iumbia

- REASONS POR ALLOWANCE

Proposed § 1.109 authorizes examirers
to prepare a written record of the rea-
sons for allowing cleims ih an applica-
tion when they belleve the reasong will
not be apparent from other papers of
record. In many cases the ressons for
allowance will be evident from the ex-
aminer’s rejections and ibe applicant's
amendments and arguments overcoming
the rejeciions: Moreover when the ex-
aminer's reason for allowance is merely
that bie can locate no ralevant prior art, .
8 statement of reasons prnbably wil be
meaningless,

On the other hand, courts and others -
occasionzlly have commented that state- .
ments of examiners’ rensons for allow-
ance would be useful in some circum-
stances’® When an applicant submits
several arguments for zliowing & claim
and the examiner finds not ail of them
persuasive, an explanation cpuld be help-
ful to anyone Jater sitempting i evalu-
ate the patent. When s examiner withe- .

. draws a rejectlon for reasons not sug-

sin re Loehr, 500 r.2d 1380, 183 USPQ 46
{COPA 1974); In re Haas. 488 F2d 1053, 179
TSPGQ 623 (CCPA 19731 In re Hengenold, 56
CCPA 1063, 166 USPQ 473. 430 (1371); In s -
Searles, 164 USPR 523 {CCPA 1970),

» Watson v. Bruns, 233 F2d 048, 111 USPQ
325 {D.C. Clz, 1856).

bk (- W

1 Zee In s Crowell, 1T CCPA 1005, 39 F.2d
681, 5 USPQ B4 {1930). Sew nlso In re Fore
strom, 27 CCPA 1180, 111 P2d 181, 45 TSPQ
343 (1940}, and In re Elrschbraun, 18 COPZ
735, 4% P.2d 873, TUSPQ 133 (1930), for dliecs
review of Board's decision on cisims present-
od for the first tlmé before the Bosrd.

ugg, Album Grespbios, Ine. v. Ivy Hili
Lithegraph Corp. 378 F. Supp, 7085, 70910,
181 TSPQ 331, 32427 {SDI.Y. 1973).
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gested by the applicant, an explanatmn

- could be-useful
Proposed § 1 108 gives the examiner
discretion as to whether to prepare a
statement of reasons for allowance, The
last sentence of proposed § 1.109 permits

the applicant to file a statement com--

menting on the reasons for allowance,
Although the examiner would routinely
consider the applicant’s comments, hils
reasons would not ordinarily be armended,
It is anticipated that the Patent and
Trademark Office would prepare guide-
- 1ines for examiners on administration of
the rule. An experiment might be under-
taken with a small number of applica-~
tons before deciding whether to adopt a
' permanent rle.

Proroses Rutes

The text of the proposad added and
reviséd sections and paragraphs of sec-
tions is as follows (additions are indl.

.. coted by RITOWS] deletions are brack-
eted) ;

4 1.11  Files open 1o the public. -
- - - - -
(b) Al relssue applications and ap-

" plications- [Applications] in which the
Qffie has accepted a request filed under

.5 1.139%, and related papers in the ap- -

plication fila, - are open to inspection by
the gemeral public, and copies may bhé
furnished upon paying the fee therefor,

=The filing of relssue applications will-

be announced in the Official Gazette <

§ 1.14 Palent applications preserved in
SECPLCY.
. - . - .

- (dY m»Any decislon of the Boeard of
Appeals pr the Board of Patent Inter-
ferences, or any declsion of the Commis-
sioner on petition, -4 [Selected decisions
| of the Board of Appeals, or of $he Com-~
- mmissioner, in abandoned applications]
" ' not otherwise open to public inspection
~m=(§ 1,11 and paragraphs (a) and (b} of
this section) shall- [(paragraph (b} of
this section) may) be published or made
available for Mpublic inspection if: (1)
The Commissioner helleves the decision
involves an interpretation of patent laws
or regulations that would be of impor-
tant precedent value; and (2) the appli-
cant, or any party involved in the inter-
ference, does not, within one month after
beirg notifted of the intention to make
the decision public, object in writing on
the ground that the decision discloges a
‘trade secret or other confidential infor-
mation. I a decision discloses such in-
formation, the applicant or party shall
identify the deletions in the text of the
decision considered necessary to protect
the information. If it is constdered the

e BOGRE- decision -must - be- withheld -from, .

the public to protect such information,
the applicant or party must explain why.
Applicants or parties will be given time
to request reconsideration and seek court
" review belore any portions of decisions
_ are mnde public over their objection-
Ioublication at the Commissioner's dis-

cretion, unless the applcant timely pre-’

sents sufficlent reasons for not delng s0.
‘The applicant will be notified,

through
the attorney of record in the appilcation

TEXT

file, when it {s proposed to release such
& decision end o time not less than thirty
days set for presenting any such reasons.
‘The fact that the subject majter of the
application has not been made public in
auy manner, or that the same subject
‘matter is beins prosecuted in a pending
application, will be considered sufficient
reason for not relessing the decision if
the applicant so requests unless the text
of the decislon contains no deseription
of such ‘subject matter. Other reasons
presented will be duly considéred.} See
5 2.21 for {rademark applications.

§1. 52 Language, paper,- wrnmg. ;nar-
I'I-l.

(a)- The specification and oath or dec-
laraiton must be In the English language
wcxcept- as  provided “in  § 1.69w. - All
paners which are to become a part of the
permantent records of the Patent and
Trademark Office must be legibly written
or printed In permanent vk or its equiv-
alent in quality. ALl of the.appiication
papers must be presented in a form have.
Ing sufficient clarity snd contrast be-
tween the paper and .the writing. or
printing thereon to permit the produe-
tlon of readily legible coples In any num-
bér by use of photographic, electrostatie,
photooiset, and. microfilming' processes.
H the papers are not of the required
quality, substitute typewritien or printed
papers of . suit.able quality may be re-
qui.red ] :

- - '-'.'-." R . i'-
§ 1.56 D‘Duty of disclosure: sh-lkmg
of % [Improper} npplluuons.

i-—(a) A-duty to disclose. mforma.tlon
to the Paient and Trademark Office rests
on the inventor, each of the attorneys or
agents who prepares or prosecutes the
application, and every other individual
who is Involved in the preparatien or
prosecution of the application and .who
Is assoeisted with the lnventor, the as-
signee or anyone to whom titere is an
obligation to asslgn the application. All
sueh Individuals have a duty to disclose
{0 the Ofce information they belleve to
be relevent to the patentability of the
claimed invention, i.e., iInformation that
might reasonably be expected to affect
the decisien of the examiner. The duty
13 commensurate with the degree of in-
volvement in the preparation or pmsecu—
tion of the epplication.~f

~(b) < Any ‘application Esigned or
sworn te in blank, or without actual in-
spection by the applicant, and any appl-
cation -altered or partly -filled fn - after
bkeing slgned or sworn to, and also ahy
application Iraxdulently filed or in con~
nection with which any fraud is prac-
ticed or- atfempted on the Patent and

the flles bif:

(1) Signed or sworn to In blank,. or
without actual lnspection by the a.ppli-
¢ant;

(2) Altered or partly filled in after

belng signed or sworn to: or.
(3) Any Iraud or inequltah]e eonduct

" 1s practlced. or attempted on the Gffice

in 'connection with it, including any vio-
iation of the duty of disc!osuﬂ."i
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»(c) Inorder for an application tohe
stricken for fallure to comply with the
duty of diselosure, Tt must be established
by clear and convinelnd evidence thet:

1) Information wes withheld which -
might reasonably be expected to affect
a d;cx.sion of the Omce on patent.abxlil:y

(2} The mt.hholdmg was deliherate or
grossly negligent, -4

§1.65 Siatement of applicant.

(aY(1) The applica.nt. if the inventor,
must stite that he verily belleves him.
self to be the original and first inventor
or diseoverer of the process, machine,
menafacture, composition of matter, or
Improvement thereof, for which he soli.
¢its a'patent; that he does fiot know and
does not belleve that the same was ever
knowtt or uséd In the United States be-
fore his Inventlon or discovery ihereof,

and shall state of what country he is 3 --

citizen and where he resides and whether
he I3 a sole or joint inventor of the in-
vention claimed in his application. In
every original application the applicant
must distinetly state that to the best of
his kpowledge. and: bellef' the inventlon
has not been in public use or on sale in
the Uniied Statez more than one year
prior to his application or patented or
described: in any’ printed ‘publication in
any country before his invention or more
than one year prier fo his application, or
patented. or made the subject of an n-
ventor’s certificate In any foreign coun-
iry prier to the date of his application
on an application fled by himself or his

‘legal representalives or sssigns ‘more

than twelve months prior to his appi-
cation In this country. mHe must ac-
knowledge a duty to disclose Information
that he belleves relevant to the patent-
ability of the invenilon. = He shall state
whether or not any application for pat-
ent or inventor's certificate’ on the same
invention has been flled“in’ any forelgn
country, elther by himsslf, or his legat
representatives ‘or assigns. If any such
application has been flled, the spplicant
shall name the country in which the
earliest such application was filed, and
shall give the day, montk, and year of
its filing; he shall also identify by coun-
{ry and by day, month, and year of filing,
every such foreign application filed more
then twelve months befgre the ﬂ!.ns of
the application in this country. R
(2) - s . X
- . - - ’ - - " .
b§ 1.69 Forei‘gn hngungc omlu nnrl
declarations. =

" p=(a) Whenever an indivlc!ual makinx
an oath or declaration eannot under-

stand-Eoglish;-the-outh ar- declaration

must be In a language that such fndl-
widual canr understand and shall state.
that sueh  individual understands the
content of any documents'to- wh!ch the
oath or declaration relates«: -

- =B} -Unless the text-of any oath-or
declaration in a language other than
English s a fortn provided or approved
by the Patent and Trodemark Office, it
must be accompanied by 2 verited Eng-
lish transiatien, except that o the ca~-
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¢

of an oath or declaration filed under
§ 1.55, the translation may be fed fm
theOﬁcenoh.urtbant nths alier

(FTC))

P-PATENTABILITY STATEMEINT .
§1.97 Filing of patentability statement.

p~(z) At the time of Aling the appl-
cation or within two.months thereafier,
there shall be filed » pateniability state-
ment. The statement must be separate
from the specification but may refer to
matter conlained in the specifcation -«

#-(b) The examiner will decline to
exgmine any applicstion o which the
statement is defective or has not been
filed. If @ statement has been flled but Is
defective, the applicant will be given an
opportunity to submit an amended state-
ment. If no statement has been filed
within two months after fling the appli-
cation, the applicant may submit one
later, provided the faillure to fila has beeny
Inadvertent and there is presented sn
adequate explanation of why it way not
submifted earlier.

“me(c)r The staternent shall not be’ con-
sttued a5 o representation that a search
hus been made or that no hetter art
exists than that which has been consid-
eved. This section does not impoze an
ghligation to make any search of patents,
publications or other information out-
side the Eknowledge of the individusls
who have a dut:y of disclosure under
§158.=

“m§ 198 Content or.p.tmlnbi!uy atate-
ment.~d .

»-(3} The statemeni shall include:

{1} A listing of the relevant patents,
publications or ather information, if any,
considered by the applicant and/or any
attorney or agent during preparation of
the application: (21 a copy of at least
the pertinent portlon of each listed pat-
ent or publication: and {3) a concise ex-
planation of the reasons why the claimed
nvention is belisved patentable over the
patents, publications or other informa-
tion which spplicant conhsiders most
relevant. I no such information was
cansidered, the statement shall so state.
By “relevant” informaticn Is meant that
whicli might reasonably be expected to
affect the decision of the examiner.-s

t=(h) When two or maore patents or
publications considered relevant are sub-
stantially identical. & copy of a repre-
sentutive one may be inciuded in the
statement and others merely listed A
translation of the pertiient portions of
forsign language patents or publications
considered relsvant should be trans-
mitted if an exlsting translation 1y read-
Py avallsble to the applicant.-t

(g} Information cited or referred to
by the examiner or applicant In & parent
epplication must be imeluded in the
statemnent if considered relevant.«

- § L.99 -Updating of patentability states
ment.-d

»1f an appllcant, stiormey or agent
learns of sdditional relevant patents,
Publications or other information after
1:.11:: the patentability statement and

TEXT

prior to Issuance of a patent, the addl-
tional Information shall be submitied to
the examiner prompily, together with

= fhyae explaration-and- copiess required-hy -~

$1.08. This material may be lnecorpo-
mated into other papers or amendments
bvelng snbmitied to the examiher con-
currenily. -« A

51102 Reasons for allowance. €

| »-If the examiner belleves his reesons
for allowing claims In an applicatlon
will not be a2pparent from other papers

of record, he may notify the applicant
of the reasons for allowance. Such rea-

' sons may be incorporated into an Office

action rejecting other claims of the ap-
plication or may be the subject of & sep-
arate communicatlon to the applicant

. The applicant may file a statement com-

menting on the reasons for allowanece
within such time as may be specified by
the examiner. -

§ 1.175 Rei cath or

(a) Applicants for reissue, in addition
to complying with the requirements of
the first sentance of § 1.65, must also fle
with their applications a statement
under oath or declaration as follows:

(1) »When the« [That] applicant
verily believes the original patent to be
wholly or partly inoperative or imvalid,
wstating such belief-d and the reasons
why.

{2} When It is cl.almed that such
patent is so inoperative or invalid "hy
reason of a defective specification or

2 ol

.drawing,” particularly specifying such

defects.

. £3) When it Is claimed that such pat-
ent is incperative or invalid “by reason
of the patentee claiming more or lesa
thar he had a right to claim In the pas-
ent,” distinetly specifying the excess or
insufficieney in the dlalms,

p-(4) When the applicant is aware of
prior art or other information relevant
to patentability, not previcusly consid-
ered by the Office, which might cause the
examiner. {0 deem the orlginal patent
wholly or partly Inoperative or invalid,
particularly specifring such prior art or
other information and requesting that-if
the exzminer so-deems, the applicant be
permiited to amezd the patent and be

granted & relssue patent.-

b-ts)«l [t4r} Particularly specifying
the errors ot what might be deemed
to be errors«t reiied upon, and how they
arasé or occurred. .

»(8) Stating that-e [(5) Thatl said
errors b, if any~d arvse “without any
deceptive intention” on the :pm of the
appucmt.

. L] » ..
§1.194 »Oral<¢t Hearing.
m(a) An oral hearing should be re-
quested only in those circumstances in
which the appellant conalgers such s

‘hearing mnecessary oOrF desizable for =

proper presentation of his appeal. An
appeat declded without an ora} hearing
will recelve the sume considerstion by
the Board of Appeals as eppeals declded
after oral hearing. )
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=) I appel]ant requests an oral
hearing, sn oml sIgment may be pres
sented by, or on behalf of, the primary

Board. =
»={c)- If no request for oral hearing
has been made by the appellant, the ap-
peal will be assigned for conslderation
and' decision. If the appellant has re-
guestad an oral hearing, a day of hearing
will be set, and due notice thersof given
to the appellant. Hearing will be held
as stated in the notice, and oral argu-
raent will be Iimited to [one~-half hour]
mtwenty minutes sach for the sppellant
and for the primary examiner-€ unless
otherwise ordered befors the hearing
begins,
§ 1.196 Decision by the Board of Ap-
peals. : N .

- L » A -

(b} m-Although the Board of Appeals
normally will confine its decision to a
review of Tejections made by the primary
examiner, should it<t EShould the Board
of Appeals] bave knowledge 0f any
groundx net involved Im the appeal for
Tejeeting any appealed clalm, d=or knowl«
efdge of any grounds for rejecting any
allowed cloim, it may include In its
decision a statement to that effect with
its reasons for so holding, which state-
ment shall constltute a rejection of the
claims, The appellant may submit an ap-
propriate amendment of the claims 30
rejected or a showing of facts, or both,
and have the matter reconstdered by the
primary examiner. The statement shall
be binding uponr the primary examiner
unless an amendment or showing of facts -
not previpusly of record be made which,
in the opinion of the primary examiner.
avolds the additional ground for rejec- .
tion stated in the decislon. The applicant
may waive such feconsideraiton belore
the primary examibier and have the case
reconsidered by the Board of Appesls
upon the sasme record befors them
‘Where request for such reconsideration
is made the Board of Appeals shall, U
necessary, render s new decisloan which

" ghall inelude all grounds upon which a

patent is refused. 'The spplicant may’
walve reconsideration.by the Board of
Appeals and treat the decislon, including
the added grounds for refection given by
the Board of Appeals, as 3 final deciston
it the case.

§ 1.201 Prolests ®and prior ar tita.
tions by public. Lo the gram of 2
patent.}

»(a) 4 The patent statules do not
s-prohibit- [provide for] opposition to
the grant of a patent on the part of the
publle. [Protests to the grant of & patent
are ordinarily merely acknowledged, and
Nled after being referred to the examinsr
having charge of the subject matter in-
volyed for bis Information] A protest
to the grant of 8 patent specifically
ideatifyng the application to which the
protest is directed wiil be entered in the
application fle, and i timely submitted
and accompanled by 3 copy of any voiar
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art documents relied npon will be con-
sidered b ythe examiney, - .

»(h) Citations of prior art may ba
entered in the patent flle after a patent
has been grawvted, at the request of a
-member of the public or the patentee.
Such citations will be entered wilhout
comment by the Patent and Trademark
Office. =
- m={c) Protests and prior art citations
by the public, and any .accompanying
papers or exhibits, should either (1) re-
‘Aect that a copy of the same has hesn
served upon the applicant or patentes
or his attorney or agent of record; or (2)
‘be filed In duplicate in the: event service
is not poasible. -

§ 1.292\ Pnblil: usé'pmcccdings. ’
N ' ) L]
{b) The petmon and accompenying |
papers should [he filed In duplicate, or
served upon the applicant, his attorney

- TEXT

or agent of record, and petitioner should
offer to bear any expense to which the
Office may be pnt in connectlom with
the proceeding] »-efther (1) reflect that
a copy of the same has been seived upon

- the applicant, his attoyney or agent of

record; or (2) be filed in duplicate in
the event service is not possible. The peti-
tion and =accompanying papers, or a
notice that such a petiton has been
filed, shall he entered in the application
file

§1.346  Signature and ceulﬁcale of
atlomer.

Every paper filed by an attorney or
agent representing an nppﬁcant or party
. to a proceeding In the Patent
mark Office must bear the sﬂa of
such attorney or agent, except Dapers
which are required to be signed by the
"applicant or party in person (such as the
application itself and afidavits or decla~

.~= End 6f Section E -
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rations required of applicants), The sig-
nature of an attorney or agent to a paper
filed by him, or the 8Iing or presenta.
tion of any paper by him, constitutes a
certificate that the paper has been read:
that Its Allng i3 authorized; that to the
best of his knowledge, informa.f.lon. and
belief, there is good ground to support
it »(ncluding good ground to support
any assertion of Improper conduct under
§158)=; and that it Is not interposed
for delay.

Dated: September 17, 1976,

- C. Manswary, Daww,
commkﬂoner of Patents
- Trddcmarka

Approved September 28, 1976,

. BErST ANCEER-JOHINSON,
- Assistant Secretary for .
Sc!m an.d ?echno!ow




THE DEVELOPMENT OF THE

STANPARD OF CONDUCT REQUIRED IN

'PATENT AND TRADEMARK OFFICE PROCEEDINGS
 ROBERT T, MAYER%-

in 1944 the ﬁnitea States Supreme Court was so

cutraged by an attempt to enforce a.patent obtéinédlby fraﬁé
- S \

that it.ordered.the_dismissal.of a lawsuit.charging infringe-
. ‘ment of the patenf.. Mr: . Justice Black.wrote tﬁe majority
'opinion for tﬁe Court anﬁ.stateQ‘fhe feasoh for the decision. -
"o graptrfull protection to the public agéiﬁst a patent obtained, "
by fxauda, he said, "that patent mﬁst be vacated.” Justice
Black conSide;ed this to be the first case of its kind. He
'believgd tﬁat disﬁissal had never.beforé been granted as.é;xemedy in
a patent infringement-action 5ecéuse of thé'commission of a frgud in
the éxbcurement.éﬁ a patgnt. This is clear-fr6m the sfatemént‘in his

»

opinion that "It haspreviously been decided that such a

*Patent Counsel, Otis Elevator Company
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remedy is not available in infringement proceedings, but can

only be accomplished in a direct proceeding brought by the

3
government.”

. 4
Some commentators have disagreed with whether this
was the first such case. In support of their position, they.
5

point to an earlier decision of the Supreme Courf in which

fraudulent conduct was the basis upon which it upheld a lower

‘court's dismissal of a patent infringement suit. A close reading

of thlis earlier éase: howévef, shows'thét Justice Black was
coxrect. 'The decision in the earlier case was not 5ased upon

T fraud in prgcuremeqt'of a patent. ihsteadf_the dismissal was
_upheld beéause of a fraud committed:in an earlier-infringement
action involving.the same patent. In the.earlier léwsuit'the
pateﬁt owner had suppressed evidence of a prior use which would

have cast dcubt upon the validitf cf the patent. The fraud,'upon

which the decision was based in this case, had not been committed

in the patent Office during the procuremsnt of the patent but

after its grant.
© o =118—




in any event, fraudulent conduct in the Patent O0ffice

had been established as a valid defense.in an infringement suit at

ot St e B S o 24 £ AN 5V 45 A PR ot A Y T

least by 1944. It was not untiilé.yeaf 1&ter, however, in anoﬁhef

] ‘ , ._. o . | |
case before the Supreme Court involving the same defense, that
a standard of proper conduct for those involved in Patent Office'.
proceedings was first proposed. Mr, Justice Murphy wrote the
majoritﬁ 6pinion for théVCou;t. -In\it, he establishéd the
following duty #or parties dealing with the Patent Office. "Those
who have applications pending in the Patent 0ffice or who are
parties to ?atent_bffice proceedings™, hg said, “ﬁave an unCOmpromis-'

ing duty to report all facts concerning possible fraud .oxr inequitable—

. T _ 7
ness underlying the applications in issue.”

Thé court was not content witﬁ the mere recitation of
the duty, howe&er; it further.descfibed'hbw applicants were to
© .treat information:aboﬁt fraudulent or,ineqﬁitable conduct in ordér'
;tb dfébﬁafgé tHelr duty. KThe'dhE?“,‘fhé épﬁﬁibﬁ-stéﬁéé,”ﬁis not
excused by'reasonabie doubﬁs'as to the sufficiency of the proof
of the inequitéble conduct nor by resort_ﬁo.independent legal

advice. Public interest demands tha£ all facts relevant to such
~119-—




matters be submitted formally cor informally to the Patent Office,

which can pass upon the sufficiency of the evidence. OQnly in

this way,.can that agency act to safeguard the public in the
8
- first instance against fraudulent patent monopolies."

It wvas four years later, in 1949, that the Supreme

Court again decided a case involving fraud committed in procuring

a patent. This case invg}veﬁ the:apgeal of a proéeeding disbarring
an attornef from practicé before the Uﬁi;gd States Patent Gfiice . ,:Hq'ﬂ.
for a;ding in thé éommission ofafraud%.fhe fxaud involved was

that committed.in p;écgring t@g pa#ent iniolved ih‘the 1944 case

which Justice Black called the first to permit fraud in procure-

9

: meﬁﬁ to be raised as a defense against_a charge of infr;néement,
“In deciding the appeal, the Cou;t_ﬁound that the dis-

‘Lbarment ﬁrocéeding had been fairlyv;ogducted-;nd'thaﬁ-fhe d}s—

‘barment'was'amﬁly suppoitea_by the evidence presented; In its

ed _to one of the statements

made by the Patent Office Committee on Enrollment and.Disbarment

in the proceedinq below. It stated that it agreed with the
: - —120- '




commitiee that " 'By reason of the nature of an appiication'for

patent, the relationship of attorneys to the Patent Qffice

requires“thé“highestm&egreEchmcando@manquood~faithrwwiﬂwits

relation to applicants, the office...must rely upon their
10

integrity and deal with them in a spirit of trust and confidence...'.

This statemerit in 1949 constitutes the most explicit comment
the Supreme Court has made concerning the prouper standard of

conduct for parties inveolved in proceedings before the Patent

Office.

In view of the expiicitness cf thg Supreme Court
statemen£ conﬁerning this standard of conduct, it is sﬁrp:ising
how slowly the law with respec? to the standard develcped.n A
se&rch qf reported cases‘for.the fifteen_year_period from 1549
 't§rqggh_;964-has.rgvealgd‘forﬁgfﬁwq_paﬁgqﬁ cgggg_inlwﬁgch the
jié#g&'of f?aud or"ineqqiﬁablevcondqctringprpcuringia patent - -

was raised. Interestingly, only two of these cases resulted

in-ded¢isions in which the claim of frawd was upheld. 1In

11 . . _
one . of these, a patent application was stricken from theé

‘active files of the Patent Office because the applicant had

introduced fraudulent evidence in an interférence in which the
: -121-
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: : : 12
stricken application had been involved.  In the other case, a

fraud committed during an interference resulted in the dismissal
of a suit to reverse the decision in the interference proceeding.
It was not until 1965 that the law involving the proper

conduct to be exercized in proceedings in the Patent Office

. : ‘ i3
started to develop. In_that.year the Supreme Court decided

that™"...the maintenance and enforcement of a patent obtained by .

fraud on the Patent Office may be the-basis:of an action under
§2 of the Sherman Act," (15 U.8.C. §2) "and therefore subject to a
tieblé damage c¢laim by an injured party under §4,of the_Clayton

_ 14 : '
Act." (15 U.S.C. §15)

The following year, 1966, a further development took
, ' ' 15
place. ' In that year, the Sixth Circuit Court of Appeals decided

that the use of a patent obtained by fraud on the Patent Office “..;

"for, ‘the gurpose"qf;exgluding competition constitutes.an unfair

: 16
method of competition under Section 5..." of the Federal Trade

“that if the violation was supported by substantial evidence the

Federal Trade Commission would have jurisdiction.to reguire,
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as a remedy, the compulsory licensing of the tainted paternt on

a reasconzble rovalty bagis.

That 1965 represents a turning point in the law is

borne out by the upsurge in the number of reported cases involving .

misconduct since then. A search for cases reported during the
period fﬁom 1965 through-March,VIQ?G reveals 179 involving the -

issue of fraudulent or_inequitable conduct. In 54 of them, it

appears that 'the Courts found a-party'guilty of misconduct. These .

figurgs represent a staftlipg_incrgase Qjér the cémpar;ble figufés
for the preceeding'fifteen'yeaxs{.LAs‘we have seen, in those years,
onlf 42 ffaud cases wgre repqrted and miscondgct was found to
have'occurred'in_only 2 of_them;_.

VVEhe'figures.speak for_themselves; _Not_only.is theie

an increased chance that fraud on the Patent Office will be ...

#lleged in patént 1itigatidn;--Thérg”is-élsﬁ an:incréasedaiiberality:

- on the.pért of courts in finding instances of fraud.
The warning that these figures present should not be

ignored.. The consequences of doing so are manifold and costly. -~
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As we have already seen a finding that a fraud has been -
perpetrated has, in thé past, resulted in
1. the dismissal of a suit for patent
infringement with the effect that
. : S 17
the patent was rendered unenforceable,
2. the disbarment of an attorney involved
: o .18 '
. in fraudulent conduct,

3. the dismissal of a suit seeking to
reverse an interference decision
with the result that the opéonent was

lg

‘awarded priority, and

4. the removal of a patent application from

20

the active files of the Patent Qffice.
In addition; a determination that misconduct has
-,takenwplaceanmayﬁéugpoiila-chaiqerﬁﬁatlthefanfi?trustﬂlaW5&havé_

_ . . : _ : : 21
been violated and that treble damages should be awarded.

Siﬁilarly,-é'finding'of'miSCOnduCt'could be the grounds for a -

. 22
charge -that the Federal Trade Commission Act has been violated.
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In fact, in 1968, the Sixth Circuit Court of Appeals  upheld a

Federal Trade Commission decisioﬁ which had found such a violation
and had ordered compulsory licensing t0 remedy it.

Other cases have invalidated fraudulently obtained _
| 24 2 R 28
patents after trial as well as on motion for summary judgement,
and have awarded attorney's fees to parties injured because of

) e . T

misconduct.

“In granting relief, courts still refer to the misconduct

upon which their decisions are based as fraud. It must be under-

stooﬁ, however, that not ali recent instancgé of miséonduct

gnvolﬁed cdﬁduct which %mpqntgd to wﬁat might be caiied “intéﬁtioﬁal
frgud".- In the'past,“i£ s?ems, it was neceséarf.tb establish
"intentional fréud";A In ordefito be-granted relief it was necessary

to prove that a deliberate material misrepresentation had been

rade o ‘Yhe Patént '0fFice and ¥Hat the intenticd €0 wWislead the
‘Qffice by means.of the mis:epresentation_héd:beeh'accomplishéd. In-

o : i ) : 27
addition, the proof of such fraud had to be “clear and convincing" .
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At present, while it appears that the clear and con-
vincing fule stili agplies,-tﬁg tyﬁé of ﬁisconduct need not
éﬁaiify és ;inteﬁtional f;;ud“ in order‘fof fhé coufts to grant

. _ . L 28 '
relief, This is clear from a decision rendered by the Court
:of Customé and fatenf.Apbeais in 1970. .In %t:the Couft stated
that. “

"The ex.pafte présecution and éxamiﬁétiOn:

of. a p#teﬁt applicati&n must not be cdnsidered “

as an adﬁerééry proceédiné énd éhouid no£ be

Vlimiﬁed to the.étéﬁdards requirea.in inter paﬁtes

.proceediﬂgs. ‘With the'éeeﬁingly ever—iﬁéreasing
number of appliéations before-it, tﬁe Pafent

,Officé ﬁaé é tremendoué bufden. While being a

fact-finding as well as an_adjudicatory agency,

Y Ye decEsiarily Tindted In tHe Figg permitted

patentable merits of each application. In addition,

=126— .
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it has no testing facilities of its own.

Clearly, it must rely on applicants for

many of the facts upon which its decisibns
are based. The—highest standards of

honesty and candor on the part of applicants -

in presenting such facts to the office are

thus necessary eleﬁents_in a working patent

_system. We would go so far as to say they are .
29

essential."”

Judge Miller of .the Court of Customs and Patent |

Appeals in commenting,recently_on_this'statement-by the Court

menticned that he believed it demonstrated that "_..there is

a disposition on the part of courts, and certainly the C.C.P.A.,

L] 3 . 30
‘ tQ hgld,an applicant to a position of.trust before the PTO."

Significantly, Judge Miller's comment echoes the
standard of conduct set. .forth by_thé_sﬁpremeuéourt in 1949~

when it said that "In its relation to applicants, the [patent].
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office...must rely upon ﬁheif ihtegrity éhd deal with them in
- _ A 31 - :

& spirit of trust an@ gonfidencei..". It is hard Fo bglieve
~ that the similarity in_thesg statements ié merely colincidental.
More likely, the 1bwér.cou£ts have finally come to appreciate
how strict a standard of conduct the. Supreme Court éstablished
in '19;19.

| Certaiﬁly, COurts preSentlf are teétihg'the cénductr
of fbose who have dea;t with thé Patent Officé in the past against
.this strict.standard. énd, the trend is clear.r'Theré is no
reasbn torbeiieve theIStandard will be.relaxéd in the future.
‘1f énYthing,_it is likgly to be made sfricter.

" The standard; it must be reéliéed, is not a negative-
one. It does not ﬁereiy reguire the avoidance of "intentional

‘fraud", -Although, of course, that alsd is regquired.

“MEEE i

positive obligation. - To inéuré that present day conduct

"will not be found. lacking = in. 'the - future, it
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is believed safe to say that all information which it is thought

‘might materially\afféct the proceedings in the Patent and

Trademark Office must be formally provided to the Office.

Reasonable doubts .as to the relevancy of any information should
be resolved in favor of prOviding'it;, The existence of such
doubts will probably not be recognized in the future as excusing

a failure to provide information. As a safeguard, in situations

where doubts exisﬁ, the Patent and Trademark Office should be
provided the information so that the Qffice itself can decide its

relevancy.
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"TnVehﬁimemsteplmeiman Invention

Japan Division, First Committes

Speaker: Yoshihiko Kachu  (Ube Industries Ltd.)

Purport

An invention has to haﬁe inventive step” in Oxder
to be granted a pafent. I will outline the provisions
of law and standards for judgment referred to by the |
Jﬁpanese Patent Office in examination of_patgnt applica: 
tioné. I will study, from a number of angles, the
judgments of the court on the "inventive step” of

inventions as observed from judicial precedents.

§1. Section 29 of the Japanese Patent Law (in

comparison with the U.S. Patent Actf

§2. Standards for Judgment of 5Inventive Step"
of an Invention in Examination of Patent . . .
applications by the Japanese Patent Office.

§3. "Inventive Step" Seen in Key Cases
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§1. Section 29 of the Japanese Patent Law {(in comparison
with the U.S. Patent Act) '
lf Subsection {1)
Any person who has made an invention which is
industrially applicable may obtain a patent therefor,

except in the case of the following inventions:

'(This corresponds to 35 USC § 101.)
(i) inventions which were publicly known in Japan

. prior to the filing of the patent application;

(ii) inventions which were publicly used in Japan
prior to the filing of the patent application; |
(iii) inventions which were described in a publica-
:tion distributed in”Japan or elsewhere prior to the: |
filing of the patent application.

(Paragraphs (i) to (iii) correspond to 35 USC § 102

(b} except for the part which reads‘"prior to the filing .
of the patent application” instead of "befbte the “inven-—
tion thereof by the applicant'for'pateﬁt“ in the U.S.~

' Patent Act. .

| Paragraphs (i) to (iii) also corrésPOﬁd to 35 Usc

- § 102 (b) except'foruthe.part which reads "prior to.the . ... .

... £iling of the patent application” instead of "more than

‘one year pfior to the date of the application for

‘patent in the United States” in the U.S. Patent Act.)
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2.,  Subsection {2}

Wheze-an—invention—could-easily Have peen made,

s : ;

prior to the filing of the patent-aﬁplication, by a
person with ordinary skill in the art to which the inven-
tion pertains, on the basis of-&n-inVEntion or inventions
referred to in any of the paragraphs of subsection (1),
a patent shall not be granted for guch an invention-
notwithstanding-sﬁbsection (1) . ‘

(This subsection corresponds to 35 USC § 103 except
for the passage which reads "prior to the filing of the:
patent application” instead of "at the time of the |

invention" in the U.S8. Patent Act.)

§2. Standards for Judgment of "Inventive Step" of an
Invention in Examination of Patent Applications
by the_Japanése‘Patent Office

1. Foreword
The Japanese Patent Office has éoméilea and ﬁade

public the standards to.be referred ' to in examination

of a patent application.
There are general standards with regard to the

"

"jdentity of an invention,” "change in gist of specifica-
tions," "co-application" -and others, but there are no

standards on "inventive step" of an invention."-
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However, "the standard for examination by industry"
preéared to be referred to in particular industrial and
technical fields contains a standard for Jjudgment of
"inventive step" of the invention concerned. I have
selected a number of industrial divisions and listed
items serving as standards for examination of the "inven-
tive step of gn.invention“ contained in "the standards for
examination by ihdustry."

:Some of the matters, such as "caﬁalysts,“ have their
.iOWn items for judgment of their inventive step.

Such substances as "organic compounds,” "organic
highpolymer compounds" and "medicines,® for which
amendment of standards is now under way as a result of
granting the adoption of a patent system for chemical
substances and medicines, were not taken up.

2. Items Common to Many "Standards for Examination by

Industry”

Explained below are items used for judgment of
“invéntivg step” of an inventiontbf many industrial
divisions.

(i)' An inveﬁtion resulting ffom easily accomplished

“aggregatign of prior art."

This is an invention consisting of plural prior

~arts aggregated.  Should those skilled in the art
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experience no difficulty in aggregation and the effects

. 1

thus produced as a result of aggregation not exceed the

effect'ordinarily-anticipétedy=or should the plural - ..
prior arts aggregated fail to produce a better effect
than the sum of the unique effects that each prior art
has{ the inventioﬁ is recognized as one resulting_frém_
easily accomplished aggregation of prior arts and judged
that it has né "inventive step."

(2) An invention resulting from easily accompiished
A“conVersion of prior art."

This is an invention made through the conversion of
a prior art. Should those skilled in the art £ind no
difficulty in conversion of ‘the prior art concernsd and
the effect thus produced from the conversion not exceea
the effect normally anticipated, this invention is
recognized as an invention resulting from easily
.accomplished conversion of ?rior art, and the inventio;'
is judged to have no "inventive step."

(3) An invention made through easily accomplished
‘"substituting of prior art,”

This is an invention made by means of substituting
some elements comprising the prior art concerned with
. some other prior art. Should those skilied-in the art

experience no difficulty in substituting the elements
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‘involved with some other pricr art and the éffec;ifhusn
.produced from the substituting not excéed the effect
normally anticipated, this invention is recoénized_as
‘an invention made by means of substituting some elements
'involved, and it is judged to have no "inventive step."
(4) An invention made by means of easily accomplished
-“change-of use of prior art." . ' .
This is an ‘invention whose compeosition is the same
“as a prior art whose use has been changed. Should those
skilled in the art experience no difficulty in changinq
‘the use of the prior art é&ﬁ;érned.anduﬁhe effect thus
produced by this invention be within the scope préperly
-anticipated'froﬁ the changeupf.use of the prior art
-concerned, this invention is judged as one having no

"inventive step."

§3. . "Inventive Step" Seen in Key Cases

1. Introduétionr_

. In Japan, Subsection 2 of Section 29 was added to

the Patent Law‘through thé amendment in.1959._ It is said
that the amendment was intended to codify the practices

'up to then concerning inventive step which had been

patent law may correspond to "non-obviousness” in the
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Minventive step." Non-easiness as. a standard of

patentability was set forth in the leading cases by the
former Supreme Court (former Supreme Court* (0) No. 36
of 1912; April 1, 1912) as follows. "It must be judged

whether an invention could have easily been made with.

-otrdinary knowledge of the prior arts or whether it

required an inventive idea and skill and, therefore, has

‘value as a new invention.” Therefore, it is difficult. to.

say that the codification of. Subsection 2 of Section 29

caused a major change in the standards of patentability'
found in rulings_bf former Patent Office and Court cases.

in Japan where no case law is adopted, it is diffi-~
cult to classify the various approaches to inﬁentive .
step. Inventive step itself is a subjective standard =
and changes as the situation changes delicately from case:
to case. However, let us discuss_major trends_briefly.
2. Preliminary Consideration of Inventive Step

An invention must be described in the specificationé
by the statemént'qf its purpese, constitution or subject
matfer and effect (Subsection 4, Section 36 of the Patent

Law), but the essence of. the invention lies in its

* The predecessor of the present Supreme Court.
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constitution or subject matter. Therefore, it is con-
cluded that “whatever its stated purpose and effect may
Ee, claimed constitution cannot be considered a different
invention as long as it is essentially similar te a prior
invention." (Tockyo High Court** (Gyo Ke) No. 88 of 1972;
February 18, 1975: Supreme Court¥*** (0} No. 101 of 1955;
Aprii 24, -1956). If two inventions are substantiﬁlly
‘identical in éonstitution; there is'ﬁo need to discuss
nonobviousness or inventive step. If there is a great -
~difference in éonstitﬁtion, then.an invention may be
fegar&ed as having inventive step even though.its effect
is the same aslthat of a prior art. (Tokyo High Court
(Gyo Ke) No. 129 of 1966; December 24, 1971) |

When there is no significant difference in constitu-
tion between two inveﬁtions,it is usual to refer to
their purposes and effects to determine the signifidance
of the difference. This is done as a matter of course
because an invention is regarded as a technical means to
" achieve an intended'éurpose.
In addition, it is also usual to consider whether

an invention could have been easily made with ordinary

tion over matters related to the annulment of
Patent Office decisions).
LA The Supreme Court.
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" 3. BApproach by Function and Effect - -
It seems that many Japanese court cases concerning

‘.nen-easiness or inventive step lay stress om how to

determine the purpose, function, and effect of an inven- -

tion, especially the function and effect. Major cases
‘are introduced below:

(1) * "A thing that can produce a new industrial

effect through the combined application of prior arts is B

a new invention." ‘(Former Supreme Court (0) No. 499 of
1914;fdanﬁary‘19,'1915)"

(2) "To determine whether an invention.could-have
"been easily made from a pricr invention when there is a
great difference in function and effect, it is necessary

to investigate whether the invention was actually used

before the filing thereof. If not, then the circumstances

under which it was invented must be inveéfigated.“
(Former Supreme Court (O} No. 251 of 1930; May 21, 1931;
former Supreme Court (0) No. 449 of 1941; September 26,
1941).

(3) On the contrary, there is a case rﬁling that
“there is no general legal principle leading to the
conclusioﬂ'that an inventicn ﬁith a great effeét is
. unobvious when it was never used by others."” (foimer
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Supreme.Court {0) No. 1,804 of 1938: July 18, 1939)

(4) The function and effect of an invention can be
determined. from various. angles according to. the nature
of the difference between the invention and prior arts.

{Aggregation or combination) "If the substance of

.an invention is merely a combination of two prior inven-
tions and its function and effect are not greatér than
the sum total of the two prior inventions, the former

is a mere aggregation." . (Tokyo High Court (Gyo Na)

No..43 of 1955; November 26, 1957)

(Supstitution) "If it is well-known in the ért
. that transistors function the same as vacuum tubes and
the former are used in pléce of the latter,. the manufac-
 turer concerned should be able to substitute transistors

- for wvacuum tubes with ease in radio receivers. - Such

effecfs as the elimination of cords, small size:and little
poﬁer consumption are natural cqnsequences_of_the use
of transistors and, therefore, are not special.” (Tokyo
: High Court (Gyo Ke) No. 183 of 1966; March 30, 1973)

"When it is understood as an objective fact that an
unintended effect, which is not disclosed in a cited
woprior-publication,..can-be.pr edlctEdJ‘n“t he.light of.the .

invention's constitution when applied for some other

purpose, the new use should be regarded as having been

142




s . v .
easily made unless the.new use has a particulaxz &

(Tokyé High Court .(Gyo Ke) Nos.. 33-37 of .1269; April 15,
1971) - '

. (Numerical -limitation) - "In an invention having -
numerical limitation, it must be proved patentable that
the limitation is critical, that is, there is a marked
éifferénce-in its function and effect between its ‘use
within the ranée'and outside it." (Tokyc High Court
-{Gyo Ke) No. 87 of 1985; July. 31, 1973)
| {5) Purthermore, the nature of a difference in
function and effect iézconsidered. What is a difference
in funcfion and effect expressed in such terms as great,
special, and remarkable? It seems to mean something that
cannot be predicted easily from the existing technical -
level at the time of the filing.

hAn invention that adds certdin numerical liﬁ;tatiohs
to the construction of a publicly known device Cann;t be
regérded-as an_inventiﬁe technical idea unless the idea’
produces a high degree of effect that cannot be expected
from the device in the light of the' technical level of
the manufacturer concerned.” (Supreme Coﬁrﬁ (Gyo Tsu)
No. 106 of 1966; May 2, 1968) '

"The function and effect of this device'are'no better
£han a mere sum of the effects of its respective—_
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components, which are well-known aﬁd whose.effects could
have been naturaily predicted. Therefore, the fuﬁctiOn
and effect of the device cannot be regarded éé remarkable
because the manufacturer concerned would have besn able
to predict them easily from the references cited."” (Tokyo
High Court (Gyo Ke} No. 90 of 1966; Agril 27, 1973.
A siﬁilar'case ig found in Tokyo High Court (Gyo Ke)
No. 7 of 1969; June 29, 1973.)

(6) It is generally understood that the function
-and effect of an invention are determined on fhe basis of °
descriptions in the original specifications. The
_descriptions-of-function and effect may be supplemented
or, amended to the extent that these amendments do not
.result in an alteration of the  essence of the invention.
However, there is this decision, on‘a suit for.annulment'
of a Patent Office ruling. "No allegation of additional
function and effect can be permitted before the court."
(Tokyo High Court (Gyo Ke) No. 16 of 1973; October 2, .
1975)

it is notewofthy that judgment on nonobviousness

is based on the function and effect of an invention as

;wélaimedeandmnetwonwthatwofﬁanwembodimentwmm%QQkyéﬁﬂighwwmwﬂ%

Court (Gyo Ke) No. 123 of 1964; June 26, 1974)
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4.  Approach by.Purpose and Technical Task

There are cases dealing with the approach by
difference_in purpose or technical task of inventions.
This approégh also seems reasonable because achieved.
result of the intended purpose of an invention may be
regafded as the function and effect of the iﬁveption.

"In the invention concerned with a working machine
that uses light metals with a specific gravity of less
thén_three, such as Al, for the electrode thereof for
- generating discharge pressure, it cannot be considered
thaf it could have been easily made, despite the fact  that
theré were known examples of using Al electrodes for
switch contacts or electrodes of discharge-working,
because there is a difference in purpose between them."
(Tokyo High Court (Gyo Ke) No. 97 of 1966; July 13, 1967_)7 -
5. Appfoach_by Tachnical Difficulty 7'.

In addition to the diffefence in function and effect
of an invention, there are many cases dealing with the -
. technical difficulty involved. This approach seems to
be worthy of nqtice.

{Function and effect and difficulty} "Singe it is
ﬁell—known that natural rubber can be improved.by using
_qarbon and natural rubber and_sjnthetic rubber have 7
similar physical and chemical properties, it is easy to

~
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apply the known method of improvemeht to"syntheﬁié
rubber. Since there is no difficulty involved in the
~application itself, although its effect is remarkable, no
patent can be granted on it." (former'Supreme Court (0)
No. 1293 of 1930; June 24, 1931) |

(Technical field and the possibility of substitution)
. "Ball-socket ball bearings and antifriction bearings

~belong to the same, comparatively narrow, technical

‘fielﬁ.- Since it 'is a. matter of course for the maker

;concerned to consider the possibility of mutual replace-
- ment of certain technical ideas in the manufacturing
 process, there is no difficulty involved in substitution,
lwhich.can be easily conceived." (Tokyo High'Court:(Gyo
"Ke) No. 179 of 1968; June 20, 1972)

(Difficulty in combination and function and effect)

."Since there is no claim nor proof that there was a

. technical difficulty to overcome in combining these
components in this invention, it_is considered that it
could have been easily made by the makerxconcefﬁed,
unless the combination produces remarkable function and

~effect." “(Tokyo High Court (Gyo Ke) No. 155 of 1966;

s APELLLLE LT )i

"Where it is not found that there was any technical

obstacle méking the use-of‘highwfrequency waves of more
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than 30 MHz difficult, the alleged effect cesn.. tiB (one)

F““““naturatIy“stemmrng“from“the ccmb1nat1on“cf“kncwn“ccmpcnents
_and dces not go beyond the concelvable llmlts. | (Tokyo
ngh Court (Gyo Ke) No. 60 of 1969; June 28, 1973. Tokyo'
ngh Couxt {Gyo Na) No. 133 of 1963; July 20, 1973 is a
ﬁf51mllar case.) | | | ' R
(leflculty in replacement) ' "In the inﬁentioa of a

: method of coating an cbject with a layer of a thermoPlas—

‘th materlal made of v;nyl, the idea of usxng an extrud-

'1ng tube in place of a conventlonal tube made of a sheet

of the same materlal does not requlre ablllty above

technlcal common sense on the part of the maker concerned,

and it cannot be considered that it 1nvolves a spec1al

' technical difficulty. It is easy for the maker concerned

to conceiﬁe of the invention;" (Supreme Court (Gyo Tsu)
No. 105 of 1963 February 15, 1968)

(leflculty in numerlcal llmltatlon) "In the case
of a w1dely-known device for treating producte with gas,
the idea of setting certain numerical limits to the

exhaust passage of the device should be considered as a

matter of design choice by the manufacturer concerned
'i“““rj in order to assure good efficiency in treatment by means
of jet gas. Even if suitable numerical values are

found for that purpose, it does not mean a change in the
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bagic structure of the device, resulting from a spécial
idea, and it cannot be considered the kind of difficulty
that cannot be overcome by one skilled in-the artrwith
ﬁepéat;d experiments." (Supreme Court (Gyo Tsu) No. 106

of 1966; May 2, 1968)

. B, Approach by Commercial Success, Etc.

In the United States, such secondary considerations
of nonobviousness'as commercial success, long-felt but

unsolved problems, others tried but failed, etc. are

frequently taken into consideration in the decisions.

In Japan, however, they are not yet supported by the

judges. (Commercial.success)_ (Tokyo High Court.(Gyo Ke)
No. 62 of 1966; April 15, 1970) Although it is often
argued befére the courts that an.invention in qﬁéstion
has_been éatented in various foreign‘countries, such'an
argument has never been accepted aé.proof of non—abvious-

ness in Japan.
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Attached Sheet ..

Name of Industrial Division "Catalyst"

‘Judgment of Inventive Step’

1. .In a casé where the reaction for which a catalyst
is used is neither identical nor similar, if a betfer
effect is recpgniied as compared with the effect produced
in the absence of the catalyst, the invention concerned |
ié'recpgnized as having "inventive step.”

2. In.a_cﬁse whére the composition of.a éaﬁalyst is.
not similar, if the effect produced from the use of the
catalyst is better than the effect produced in the
absence of the catalysﬁ, the invention concerned is

_ reépgnized as having "inventive step.”

.3. In a case where ihe reaction for which a catalyst

'is used is similar, unless a specific or uncbvious effect
of the catalyst is obserﬁed,-the invention concerned is
not recognized as having "inventive step."

4. In a éase where the reaction for which a catalyst
~is used is identical, unless the catalyét produces a

- conspicucus effect, the invention coﬁcerned is judged

as having no "inventive step.”
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5. In a case where there is a broadly deécribeﬂ known
catalyst, an invention of a catalyst whose component
elements are other than those actua’ ly made public,

 though included in the scope of description, is recognized

as an invention having "inventive step," if it shows
specific catalytic effects.

6. In a case where an invention of a catalyst has

' materialized conditions so far considered impossible of

.realization, an invention of a catalyst made up exclusive-
ly of such elements as were perceived certain to achieve the
. desired effects if these elements could be realized, is

‘judged as having no "inventive step."
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CURRENT STATUS RE PROTECTION OF PROGRAMS
IN THE U.S. AND EURQPEC '

By John R. Shipmdn

For the United States, I can sum up the current status

of patenting of programs as slightly clearer than before, -

in actions taken by different examiners in the Patent Office.
For the major countries of Europe, the current status
of program patenting can be summed up also as slighfly

clearer but still uncertain and differing from country to

country.

but still confused. and uncertain, and with many inconsistencies

.As"tOWCOpyrights,oﬁwprograﬁs,,there,appeafs to.be
geﬁeral acceptance thaﬁ progrums are copyrightable; Thefe
Cis uncertdinty 2s to what constitutes infringement.
wiﬁh respect fo other bossiblc férms-of prbgrﬁm pro;
teétion, there ié nothing on the horizon that I have seeﬁ

which looks promising.

Patenting of Programs in the United States

There dre now a few court decisions relative to put-
Centing of programs in the U.S. to which reference is f{re-

quently made. The decisions receiving the most attention

arc, of course; those of the U.S. Supreme Court in Gottschalk
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VS ﬁonéoﬁ'(i?ﬁ USPQ 673) in November 1972 and Dann vs.
Johnston (189 USPQ 257) in March 1976,

o The_BenSbn casc related to a method éf proérammiﬁg,a
general purposc computer to convert signals'froﬁ.a bihﬁry,'
coded decimal form info a pure binary form. After'réféfring
to discoveries of phendmena of naturé, mental processés, and
abstract intellecﬁual concepts, the Court said: "If there
is to be invcntion for such discovery,.it must cherfrom the
applicﬁtions ﬁf the law of nature to a new and useful end."

This is sometimes referred to as the "end-use', The Court’

then said: '"Transformation and reduction of an article to a

different state or thing is the clue to the patentability of

@& process claim . that does not include particular macﬁines."
Also "One may not patent an idca..'But ih practical effecct
that would be the result if the formula for converting
binury code to pure binary were patented in this case. The
mathematical formula involved here has no substantial
pfactical appliéation‘éxcept‘in conhccticn'ﬁifh é digital
computcf, which means if (patented), the pafent'would wholly
pre—émpt the mathematical formula and in ﬁractical efféct
would be a patent on.the algorithm itself." The method was

held not to be a pate

The Johnston case related to 2 muchine system for

automatic record kecping of bank checks and deposits. The
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rclaims were worded in terms of apparatus but the applicant

v

also conceded thé invention st béing 5p0ld as a_computer
program.. The lower court {CCPAY held‘the Elaims'patcutable
and distinguished from the Benson decision as being derLth ;
toward apparatus rather than a method There was an extra-j
ordinarily strong dissent in thc lower court by Judge RlCh
who in effect said the invention was redlly in the mathe-
rnatical method and the apparatus language was merely an
‘casily penetrable Jisgﬁise; In a disappointing décision;

the Supreme Court avoided the question of how Benson might

"'5pp1y, if”dfmdii;”to apparatuéﬂélﬁimémby'Simply'hbldiﬁg“fﬁéfwwww””m”

claims to be obvious.

Another decision of interest is In re Christenson (178

USPQ 35) decided by the CCPA in May 1973 in between the
times of'the Bcn%on and Johnston cases. This case rclatéd'
to a method of determlnlng the por051t) of a sub5urface-
formatlon. The court hcld that since a method of solv1ng a
: mathématical equation was not patentable, the addition of
old and necessary antecedent stcps of 05tab115h1ng values
for variables in the equation cannot convert an unpatcntable
method to patentable subject mdtt01

Two decisions on infringement questiohs arc also of

interest., They are Digitronic¢s vs. N.Y. Racing Assoc.

(187 USPQ 602) and Decca vs. United States (188 USPQ 167).
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The bigitronics case decived in Septembcr 1975 b}
the District Court, Hastcrn District, N.Y.{ involved a
chafge of.infringement of a patent on a systém for pro-
ﬁcssiﬁg data received from ticket issuing machines. One
-of the sevcrﬁl ddfcnses was thelpropdsition that the ap-
pdratus cl¢1m5 could not be applied to a general purpose
computer programmed to perform the same functlons The
~ Court held that the Benson decision leads to the ”conclﬁéidn

that a combination of means claims'comprising'a machine

s}sbcm is not infringed by another machine system which does

net as a pcrmancnt machlne system 1nc1ude the same com-
blnathn of means and which performs tne,functlon to whlch:.
‘thc potential combination is addressed only when 1t5 general
purpose Lomputcr clement is -- pTOﬁrammcd -- for the patent
-is on a HpCLLllC set of machinec means,

The Decca case on infringement oi a navigatfonal ﬁro-
cess patent had as one defense that computer programsrare
notlpatcﬁtable under the Benson decision; The court held

the panentcd S}Stbm was for a Combllation of elements not

for just a program and the progremmed computer was only one

clemcnt of a valid conbnnatlon

The foregoing cascs have produucd cov£u51on and un-

Mlﬁﬁ}fﬁ}ﬁfywiﬁ”fhﬁmﬂ_ﬂf Pntcnt-nfrlccf" WREH TERE TSRS fon e

went to the Supreme Court, the Patent Office, hoping for a
clean-cut decision on programming, placed 21l pending
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.program related cases on a “hold" basis, i.c., no action

untitatrer-theUeeisTon, Since  the Jolmston decision,
however,  the Patent Office is acting only on those cases

- containing just method claims, taking the position that a

method clalm covering a program per se was unpatentable.
under Benson. lowever, “program reldtod”.aﬁpliédtibns.with
uny'apparatus_claims are still under a "hold" imstruction
as- Johnston did not clear-up the Situation relative to
apparatus c¢laims and the Patent Office is now hoping the

CCPA will soon issuc a clarifying decision on the In re Noll

case. The latter case was heard before the Johnston case:

but held up waiting for the Supreme Court decision. Now
" Jehnston has been decided but the CCPA haslnot'yet decided
on In re Noll, There are some who .believe the Noll case has
. other elements which may again produce a decision which does

not clarify the situation. Accordingly, the American Bar

Association and the American Patent Law Association are

being approached by .some of their members to try to get the

Patent Office to act..

Confusion arises from differing views as to what ig a
programming invertion. There haﬁc been no directions or
guidelines given to the examining stafll of the Patent

Officc. This is primarily because of the difficulty of

.definition and the uncertainty in interpreting the decisions.’
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Accordingly, cach examiner has been interpreting thce de-
cisions in his own way and making his own determination as -

to what is a program related invention, The Patent 0ffice

~ vecognizes the inconsistent actions which have been taken by

different examiners and has appeinted one Group to coordinate

the matter. It has not been very effective,

~ 1 believe the concensus of the current situation for

 the U.S. is as follows:

L. A method claim covering a program for manipulating

datu solely for data prbccssiﬁg'purposes will be
rejected as'unpatentable'on the basis of the
Benson decision,

2. An apparétus claim to a larger combination con-

| taining a compﬁtcr as on¢ element of the combi-
nation but in which the real novelty is stfictly
in the program will be rejected on Benson,

3. An apparatus claim having a programmed compﬁter as
an clement of a larger combination might be pat-
entable as a system if there 1s an end-use-which
relates to something which is not typically part
of a data processing system, that is something

“Eggiﬂﬁigw ...........
frol, craphic design, control of instrumentation,
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radiation therdpy, cte. On the other hand, some

examiners thG 1ssued patcntb on what I bcllcve to
be non-end-use appllcatlons such as the seismic
data p:oc $sing arca and cven a few in the com;.
puter internal housekeeplng area, These result
from the absence of any controlling gu1de11neb in.

the Patent 0ffice.

Patenting of Programs in Lurope

In France, Germany, Netherlands;'chden and Switzerland

“there are doclslons ruling against program patenting. Ini"w””w””"”

_Italy therc are no declslons on the point but in the U. h
there are decisions tavorable to program pdtentlng
" In France, in a Mobil 0il casec, the Cour de Paris

confirmed by the Cour de Cassation {Supreme Court).held that
A cdmputer aided procéés §£ pigment selection is n§£ of
ihdustrial_churucter and thus not patentable (Jurisprﬁdencé.
No. 107, III, pages 197 to 200).

In Germany, a Federal Supreme Court decision in June
1976 on a_Sieﬂans' application on appeal from the Federal
Paient Court, attempts to élarify why .programming is_un-
patentable and the condiﬁions under which a program related
casec might be patentable. It is interesting not only for
the position in Germany but because of its possible effect

in interpreting the new Luropean Patent Convention,
' ~158—



In this Siemans case, the Patent Office after oppositioh‘s

had allowed the application whicﬁ covers a "method of de-~
termining changes in a multitude of pfimafy and secondary
mugﬁitudes” (or file rccords) "by means of a programmecd
elcétronic data processing system.”A On appeal, the Fédéfal

Patent Court reversed the Patent Office and rejected the

dpplication.' The prescnt decision by the Federal Suprenme
Court affirms the rejection. The grounds of rejection were

that the teaching claimed was "a purely organizational plan

which as a mere instruction to the humuan intellect is not
entitled to a technical character. ... The gist of the in-

vention does not lie in the technical field; its actual

discovery did not require any considerations of a technical

nature,"

The appeul pointed out that the claim is for apparatus
Aﬁd sets forth the structural features of a dqta processing
system which arc.of a "technical naturc”p The decision
states that "the claim contaiﬁs an organi:ational and com-
puting rule”_which "can sblve problems of an cqual‘nhture‘
... The fact that the patent claim formulates this arith-

metic rule differently, i.e., in continuous asSociation with

the technical features ol the system ... does not change
v &U:ln}' thin,&l e oot T e lll'lgui.sti cfol‘]!l\\'hich i d{.\cisiv faere

... 'but its substantial content.'
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~Othet-trarsrted uotes ol the TeUsF T SUpFéme Tour ¢

"in the Sicmans case may be helpful:

"y teuching is considered patentable when it relates to

systematic action using controllable natural forces in order

“to arrive at a success which is predictable with respect to

‘its. cause"

it is not enough that technical mecans may be used in’
the application of & non-technical teaching; rather the use

of technical means must be part of the problem solution

itself ,.. and it must not be abscnt unless §ﬁp”§gq;9§$

aimed at would be absent too."

"Indecd, it appears unquesticnable that the instruction
how.to handle a technical device ... can be of technical
nature. ‘'In that sense many prdcess inventions ... can
almost be Charﬁcterized as instructions for use without this
classification affecting their patentability."

- ... the computing rule seéen per s¢ is not techmical’
and its novelty and inventive quality alone can therefore
not be the reason for the patentability of the data pro-
cessing system operated in accordance therewith,"
| Returning to other Eufoﬁeén countries, a thhcrlands
ratent OLCice Board of Appeal decision in a Western lilectric
case (LIC, 1971, No. 3, pages 308 - 314) held a progrumméd
telephone connccting system not patentable as computer
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programs arc not of material naturc and are therefor not
patentable.

In Sweden the Supreme Administrative Cogrt hcld:thei
Benson casec unpatentible. (Modem Data Tcknik, No. 3,_Ndrch‘
li, 1974, page 13). :

In Switzerland, the Federal Court (IIC, i974,.N0. 4,

pages 448-%) in the Cangailhem case ruled a computer program-

“is not technical but a purely mental achievement without

employing material forces.

In the U,K. a 1974 decision of the Patent Appeal Tri-
bunal (R.P.C. 147) in a Burroughs case took a.considerably,
different view in holding-ﬁhat computer programs which have
the effect of controlling computers to operate in a par-
ticular way, where such programs are embodled in physical
form, arc patentable if the claim is clearly directed toia
pethod involving the use of apparatus as modified hy_a
prégram.to operate in a new way. The case related to a
method of transmitting data between-a central computer and a
slave computer. |

While there is no court decision in Italy, the Italian

Patent Office says it considers computer programs not pat-

As to legislation, only France has a statute speci-

fically excluding programs. Germany has adopted a law
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cdrféépoﬁdlng to thc.hﬁrdpedn Pa;ént Cdnvcﬁtiqp.which éx—
cludes progrdms, the German iaﬁ.to become éffective when the
Coﬁvention comes into force, o | _
Althdugh the court décisidns, éxﬁopt-fof the U.k.; rule
générally'against'patenting programs,‘there is a great
discrepancy between actions of the individual.eﬁﬁmiﬁérs in

the various patent offices just as in the U.S. It seems to

me this results from (a) uncertainty of definition of a

computer program, (b) the large variety of ways in which

program oriented applications arc presented, {c) the in-

experience of the examiners in detecting the effect of the

program, and (d) different individual interpretations,

| To ovéfcome_thesc incohsistenciés, some Luropean Patent
Offices are eétablishing guidelines. Thus the French guide-
lines require a "relation" between the machiﬁe or method of
computation and an industrial result for patenting. The
Netherlands guidelihes say if the claim is eséeﬁtially to a 17

pfogfam it is unpatentable; if it distinguishes from another

device by no other means than information, such as the

" contents or status of memory elements, it is unpatentable;

il both hardwiare and soltware can be read on a claim, the

scope is restricted to hardwarc only. The Swiss guidelines

say programs for processing input data to give output data
which depends on the input are unpatentable; programs for
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operating the computer witheut solving a particular problem -
are patentable as is a computer 0 programmed,
Of . ceurse in a few years thesc countries will probably

be bound. by the Luropean Convention. In the guidelines al-

ready preparcd for the Euroﬁean Patent Office, it is é;afed{
VA computer'program may-éake various fdrmé, e.g., an
algdrithm; a flow-chart or a series of codcé inétruq—
tions which can be recorded on a tapé or:other machine-
rcadable record medium, and.can be regardcd'as.a ﬁar_
.ticuiar case of either a mathemﬁtical method ... or a .
presentation of infofmation..... 1£ the contribution to
ﬁho known art TCSid&S-éOlCly in a computcr program then
the subject matter is not patentable in whatever manner

it may be presented in the claims. For example, a

Cclaim to a computer characteriied By having the par-
‘ticular program stored in its memory or to a process

for operating a computer under control of the_progrnm
would be as objectionable as a claim to the program per

se or the program when recorded on magnetic tape.

Any presentation of information characterized solely by
—the-content—of-the-informationis-not-patentable i Tlpig -

applies wlhether the claim is directed to the presen-

tation of information per se (e.g., written instruc-
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“substance) or to an information carrier (e.g., a‘book,
traffic sign or gramophone record). If, on the other

hand, the manner of presentation of information has new

“technical features there could be patenmtable subject -~~~

matter."

Copyrights on Programs

in the United States there has been no court décisidnr
on whether a computer program 1s copyrightable., The U.S.
Copyright Office has been accopting prdgrams for regis-"
tration.of copyright for several years although acknow-
ledging that it is not clear that this is correct in the
absence of legislation or court décisipn.

A new U.Sf Copyright Law has just recently been passed,
It does noﬁ reler to programs specifically but the legis-
1aﬁivc committee reports indicate that the new law is in- -
tended to apply to programs and that they believe the old
law also perMittcd programs to be_copyrightcd. Over the
past six or seven years, copyrights on programs have béen
asserted. by scveral companies. To the best of my knoﬁ-
ledge, such Copyright has never been contested or chullonged.
and every abuse ol the copyripht has been corrected when
brought up by the owner.
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While the copyrightability of urprogram secms torbé
gencrally accepted in the U.S., there is still considerable
unccrtuinty as to wiat constitutes ihfringcmqnt. For‘éxamplc,
is it infringement merely to read a program into a cdmﬁuter
" memory or must the program be copied in some more permanent
media? The precise answer is ﬁot'knoﬁﬁ. However, a natiomal
_coﬁmission has been established to Study new technolopical
uses of ceopyrighted works.. it is known és CONTU and. it is
hoped this commission can recommend appropriate lcgislation'
to cleuar up such problems. . .

In Europe copyrights on programs also seem to be

generally accepted and no one has_fcally challenged them.

Other Forms of I'rotection for Programs

A number ol pcople and organizations have expressed the
opinion that sbmo other form of protection, greater thén
copyright but Yess than patents, shogId be available.
llowever, only a very [Few have produced a concrete proposal
and of these, 1 know of none (iﬁcluding the "Galbi" proposal

produced by IBM) which scems to have any substantial sup-

QT L ml-do~lenow-the-question--is-still-beoing-considereds
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Conclusions

Copyrights on computer programs seem to be generally
accepted but it is uncertain what constitutes infringement.

Patenting of programs is gradually and very slowly

becoming c¢larified. In my personal opinion, I expect most

countries will conclude that programs per se are not pat-
entable but a programmed computer which is one element of a
larger structural system will be patentable. Theraréas in
between will take much longer to be clarified but, I Sﬁs-
pect, will pcfmit patcnting only when the prograﬁ is quite-
closely tied to structure and where the gist of the in-

vention is not in the program,
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November 9, 1976
Committee No. 1
{(Japanese Group)
Subcommittee No. 3

Chairman, Masuo Oiwa
" (Mitsubishi Electric Corporation)

Vice Chairman, Shoji Nakajima
(Tanabe Seiyaku Co., Ltd.)

Vice Chairman, Hiroshi RKataoka:
- (Nippon Shinyaku Co., Ltd.)
P LATE’ DECISIONS OF PATENT CASES
' IN JAPAN |

Committee #1 Hiroshi Kataoka
This';éport is to introduce.youjthe foliowing
decision; which were recently issuedf | : |
| 1. .On the scope of hearing and determinétion.inl
a patent litigation (Supreme Court)
2. On the identity of inventions (Supreme Court)
3. On “equivélents“ in_chemical invenﬁions_(Os&Ea
District Court) _ - _ |
4. On ekceptioné to the hévelﬁy bar_(Boérd Of .
Trials, Patent Office) _ |
5. . On division of a patent application (Board bf

Trials, Patent Office)}

It is hoped that the report will add something new aﬁd"
useful to“thelinformation which you already have on the

Japanese Patent Laws and practice.

—167—




1. The decision rendered by Grand Bench of the Supreme

Court (sitting as a full court) on the issue of the scope

of hearlngfln a patent lltlgatlon. (Gyo Tsu, No. 28,

1967).. As to the scope of hearrng in a patent suit,
there had been a famous decisiqu of the Supreme Court
(Gyo Tsu, No. 62, entered April 4, 1968 by the Ist
Pefit Bench of uhe-Supreme Court). That judgement
declared.that.in a suit for cancellation of a decision
of,the_Patent foice Bqard, allegations and proofs
relevant to the issue of reasons for inva;idity of a
registration are admiseible euen if they have.uotheen
" made in the procedure-before the 5Board of Trials of the
Patent Office (hereinafter abbreviated as™Patent Office
Board".} This decision, however, met with a great deal
ef disfafor} even one ef the justices involved in.tueﬁ
.decieion dissenting. |

In the first-mentioned judgement entered on March
10 of thlS year, the Supreme Court $1tt1ng as a full
‘court unamimously held as follows.' Dec1d1ng that the
previous decision of the lst Petit Bench should be

altered, the gourt declared that in a suit for cancella—

“tion of & Board dec1szon, any cause °f invalidity in -

reference to a known fact which has not been con51dered

by the Board cannot be alleged as a reason'(basis) for
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the illegality or legality of the Board decision.” The

reasoning behind this new Supreme Court-decisionﬂmay be

-summarized as follows.

(a) The actions of the Patent Office Board are based

on professionel and technical points of view and differ

: from_geheral administrative dispositions. It is for

this reason ﬁhat-a'jﬁéicial system has been adopted such
that the appropriateness of a Patent Office action may

only be contested indireétly in the context of the

" appropriateness or inappropriateness of a decision of

the Board.

(b)  In view, for instance, of the fact that the offence
and defense directed to a given cause of invalidity in
a Board trial constitute the nucleus of the procedure "
and the effect of 'ne bis in dem' is imparted to;the;ﬂ_
matters actually considered, only the matters relevant.

to the particular cause of invalidity actually contested,

‘heard and decided by the Board should be the subjects

of consideration in the court procedure. In any event,
the weight of authority here, among those at the bench
and bar and in the patent profession, subscribes to .-

this new decision and seems to welcome this revesal of

the previous'ruling of the Supréme Court.:
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2. The Supreme Court decision on the identity of

" inventions (Gyo tsu, No. 29, 1967}

The Patent Office Board rejected the application in
issue on the ground of 1dent1ty with an earlier filed
application. The High Court reversed the Board decision

and the-Supreme:Court'affirmed the High Court's reversal.

Both copending applications were directed to the "Time
Division Multiplexed Multistage Communication System”.

The relationship between the two applications was such

that in respect of the transmission system, the claim

of the later filed application included a greater number

- of embodiments than the first filed one, while as to

the method of inserting a synchronizing signal, the
claim of the first filed application recited a greater
number of embodiments than did the later filed one.

Thus, the coverages of the claims in these applications

_partially overlapped but otherwise differed somewhat

from each other. Moreover, certain embodiments were
shared in common by the two applications.

It had been a routine practice in. the Patent Offiee

that any two appllcatlons 1n such a relatlonshlp be

'con51dered to be "the same 1nventlon and accordlngly,

the later filed-applicatioﬁ be rejected. The-appllcatlon
in issue was rejected by the Patent Office in accordance
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- with that practice but. in the procedures before the

‘High Court and the Supreme Court, this established

Patent”Offlce“pract ETwas evertnrown. Thus, the
Courts found that the two appllcatlons were dlrected

to distinct inventions. The Court ruled that the later
filed aﬁplication which had dispensed with the
1iﬁitatiens.éonteined in the first application in the
‘mode of,trahsmission re?resented a techhicel concept.
distinct from the first application in terms of the
construction of an invention and even if'the two
inventiohs overlap with each other in some embedimehte,_””
they should not be consmdered to be the same lnventlon.
The Court further ruled that the language of the law
relating to the identity of inventions should not be'
construed as purportlng to reject the later filed .
application on the ground of identity or sameness
unless the embodlments shared by the flrst flled
appllcatlon are deleted.

The arguments in favor of this decision extell
the Court s correctlon of this ancmality in the con-
ventional Offlce practlce, although there is also somg .
criticism that the Court should have found a dlfference.
of this order betweeh two inventions to be so negli-
~gible as to make them the same invention.
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3. The decision of Osaka District Court relating to

the "equivalents" in chemical inventions (Wa No. 5034,
1972) | .

The District Court found.that inasmuch as the
defendant’'s method of producing_meclofenoxate hydro-
chloridé could have been easily éonceived and made
baged on ﬁhe'public‘knowledge‘available and the common
knowledge péssessed by one skilled in thé art at the
time of application even if it be admitted that the
method had not been sufficiently described in the.cléim
and text of the plaintiffkémpatent, it'was reasonable
to find that the invention had been already completed
as én equivalent art by the time the inventor bf the
paﬁented invention in issue had filed his épplication.
Thus, aé far as eqﬁivalents are.coﬁéerned,_if_thdse
skilled in tﬁe art could have easily coﬁceived.it, it
should be considered, admitting the description does
not go thus fai, that a patehted invention includes
quuivalent methods in its implicit teachings, Thére—
fore, barring.éﬁecial circumstances ﬁhich would make it

reasonable to consider that the patentee had undertaken

~~not-to~claim such-an-eguivalent-method, or to-construe . ...

that any process utilizing such an equivalent method

should be excluded from the scope of patent protection
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sought, the particular ‘equivalent method falls within

the scope of patent protection and, the defendant’s

A AR
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_courts_have been busy hearing patent conflicts

method,'thérefore, constitutes an infringemént. While
the foregoing is a gist of this decision, I may say"™

that it is a noteworthy decision in that the scope of

a claim in the chemical field was expanded by ‘means of

the doctrine of equivalents.
In-the past, in the field of chemical patents,
chemical substances as such were unpatentable under

Article 32 of the old Patent Law and, accordingly, the

between applicants who independently developed pro-

cesses. However, with the recent accelerated progress

in chemistry, there had for some time been a criticism

impeaching the inadequacy of'patent protection

conferred upon inventions of new compounds and a

product patent system was finally introduced in
January of this year. It is indeed very significant
that at this time of transition there has been this
milestone decision in favor of the position of proCeés-
patent owners for new compounds. Incidentally, this
decision has been faken up for pertinent comments by

H. C. Wegner in IIC. Vol. 6, No. 1 (1975) at pages 81 =

to 86 and Journal of the Patent Office Sbciety,'Vol;:

-173-



~ view.

58,_No. 1 at pages 60 to 65 (1976}, where the author
offers a comparative view of the decision in light of
Metromidazole case (19735) rélating to the German
expansive interpretation of claims under the pre-l968
law and the American doctrine of equivalents since

_Graver-éank {(1950) .

4. The decision;of_the Patent Office Board relating

to the statutory exceptidns to the novelty bar (Board

Decision No. 1138/1969)

Article 30 of the Japanese Eatenthaw provides
that where a person Who has a right to obtain a patent
has disclosed the contents of his invention prior to
filing an app;ication, it should not be considered_
that the novelty of the application is destroyed by .
that disclosure if the application for patent be_filgd

- within six months from the date of disclosure. As to
the question of whether patent gazetﬁes fall within the

category of 'publication' under Article 30, the

Patent Office Board had been taking an affirmative

filed in Japan after about 3 months from the date of

issuance of the U.S. patent, the applicant argues that
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he was entitled to the grace period under Article 30

of the Patent Law. The argument was rejected in-both

FHe examifation and tridl procedures . THUS, the

application was rejected over-the:very United States
patent specification on which the petition was based.

The applicant "s contention was that, inasmuch as
the act of_filing an application is a (manifest)r

representation by the applicant of his intention to

permit.'disclosure',admiﬁting that a U.S. patent

specification is a 'publication' made by the United - .
States Patent QOffice ex officio, that is to say on the
basis of its public authority, it is equivalént to a

disclosure made by the person having a right to obtain

i Dt B et e L O o S S

a patent on his own accord and that, therefore, he ought

.to enjoy the benefit of Article 30. The Board dis-
missed the applicant’s argument on the following three
grounds.

(a) A U.S. patent specification is such that it is
issued by the United States Patent Office to establish
the conteﬁts of a patent and to disclose it to the
public at large and since the publication of a
specification is the disadvantage which the patentee .
has to tolerate in exchange for the monopoly right

accorded him, the issuance of an ordinary type of

2
4
g
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publication which is not relevant to the conferment
of a right and that of a patent specification cannot
be viewed in thé same frame ofsthbught.

{b) Neigher the conteht'of_a patent specification nor
the tiﬁing-of its publication, in contrast to other
'_general publicatiﬁn, is within the disretion of the
party who has decided to make the art available to the
public. ' |

(¢y 1Inasmuch as the applicant is entitled to file an

application claiming a priority, there is no.reasonable -

'.grouﬁd on which the exception to the novelty bar

under Article 30 should be applied in superimposition
.fo the same application. It isnoteworthy that the
~above propositions represent a head-on collision with -
the Patent Office practice and Manual of Examination
Procedure 10.38 A that had been in force. Essentially,
the legislative intent that prompted the enadtment of
Article 30 of the Patent Law providing for disclosure
in a publication as an exception to the novelty bar -
was apparently that the legislature intended to give

spec1al protectlon to an appllcant who has dlsclosed

an art in a form soc1ally 31gn1f1cant and proper. The

Board properly differentiated the issuance of a patent
specification from disclosures in general publications
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and ruled that the issuance of a patent_specifiéatidﬁ'
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under Article 30. .Many commentators have -been.-giving -

blessings to this decision of the Patent Office Board.

the division of a patent application (Board Decision.

No. 4435/1967)

Under Article 64 of the Patent law, a patent

application cannot be amended after the decision to
publish. the application. if the amendment expands or. .. ...
otherwise alters the claim. On the other hand, in
connection with the division of a patent application,
there is no substantive limitation except for a

restriction as to the time element. Thus, under .

Article 44 of the Patent Law such an amendment must
be_made-before the ruliﬁg for allowance or rejection
or the trial judgement on the original application
becomes final and conclusive. The Board ruled that
since the divisional application in issue was filed

after the decision to pubiish the original application

- and can be construed to ‘have expanded the scope of
protection over the claim of the original application,

the divisional application cannot be considered to be

RS Ve

5. The decision of the Patent Office Board relating to .~



lawful in light of the Provision of Article 64 of the
- Patent Law and, accordingly, the applicétion cannot
enjoy the benefit of the originalzfiling date or the
effect of claiming a pfiority;urThus,_the Board
declared that a division madg after the decision to
publish the appLicétion is not only limited to the |
matter Within the scope of disclosure in the ‘specifi-

cation Eand‘drawing} of the original application but:

‘also to the matter recited in the claim of the

original application. The Patent Office Board thus
"eglarified the limits of a divisiocnal application for
which there is no restrictive statutory provision
'_through'the constructive application of the spirit of
Article 64 of the Patent Law which relates to amend-.
ments.

This decision is significant in that sense but

the opinions of commentators are almost equally diﬁided.
Those who are dissatisfied with the Board's ruling says

- in effect that since aArtiecle 64 of the Patent Law

relates to published applications and .is not intended.
..to.regulate new. applications, the Board!s reliance om '

Article 64 lacks statutory support.. On the other‘hand,

those who ‘subscribe to the dec¢ision state that inasmuch
as there is a restriction on amendments that may be
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made after the7decisi6n to publish an application'ana

since-a-division-may—be-regarded-as-—a-kind-of--amendments;

| a division,after the decision to;publish an éppiiéaﬁioﬁ
should be restricted. While I hear that tHe Examination
' Standards Group of the Patent Office is considering the
apﬁxopriateness of this Board decision, it is hoped
that adfter a carefﬁl‘éppraisal they will reéach a =~

conclusion that would not lead to a strained inter-

pretation of law.
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- Patent Protection for Plants _
John B. Clark

The United States has a unique systenm for'ﬁhé
protection of new varieties of plants. It diffars from
other systems in that it divides the world of plant life into

two categories bhased u?on the mode of plant reproduction.

‘Bach of these categories is coverad by its own legislation,

: rules and government agency.

In 1930 the Plant Patent Act was péésed 5y Congresé
" to pfovide protecticon for one "who_inéents or discovers and .
asexu iakly reproduces any distinct and new variety of plant.”
Tuber propagated plants and plants hound in an uncultivated
state are excluded. At the time of enactment, sexually
reproduced plants lacked stability in breeding, and they
were not included. The Plant'Patent Act was incorporated

into the existing patent system administered by the USPTOQ,

and it now coﬁprises Chapter 15 of Title 35 U.S$.C. Conditions
for patentability of plants under this act are as recited
elsevhere in Title 35 and thus include the novelty dnd non-

obviousness requirements.

”iﬁ'iéﬁb'caﬁgfésé'ﬁaséea"ihe"plaht variety Protection

Act as Chapter 57 of Title 7 of the U.S. Code. Although

similar to the Patent Act of Title 35 in many respects, thls
- -180— :




Act establishdd the Plant VAFLiety Protection Qffics i

the Department of Agriculture, and it authorized the issuance

of certificates of plant variety protection. These

sertificates run for a term of l?_years‘frbm the date of

grant, although the Secreteiy of Agficulture may alter'thet.
term_£0'20 years from the date of application if tﬁe-applicatioh
has been pending for more than three years. Certificates

can be obtained by the "breeder of any novel variety of

sexually repfoduced plant (other than fungi, bacteria, or

first generation hybrids) who has so reproduced the variety". -

Certain epecifically enumerated vegetables are expressly
exempted from the Act. The Secretary of Agriculture has the . .

-right to require compuléory,licensing of a protected variety

at not less than a reasonable royalty:

Under Sectlon 41 of thls Act, a novel varlety must
satlsfy condltlons of dlstxnctness, unlformlty, and stabllltyfr
A varlety lS dlstlnct lf 1t “clearly dltters by one or more

'ldentlflable morphologlcal, physmologlcal or other
characterlstlcs...from all prlor varletles of publlc knowledge.

A variety is unlform if “any varlatlons ‘are descrlbable,

predlctable, and commerc1ally acceptable. A varlety is: stable
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if it, "when sexually reproduced or reconstitutéd, will
remain unchanged with regard to'its essential and distinctive

characteristics with a'reasonablé degree of reliability.”

=

The measure of protection provided to the owner

of a patent'is'muCh greater than that provided to the owner

of a certificate. This disparity of rights relates particularly
to the major crop plants which feed cur world today. The

present laws are not believed to provide adequate protection

for new varieties of sexually reproduced plants, and they
cannot, therefor, encourage the major research-efforts that
~are needed in the private sector.

Food'shortagés'are already a way of life in many aréas
around the world. Coﬁpled with an ever incfeasing world popula-
‘tion, such_éhortages highlight the need for éiqnificant '
research efforts to increase agricultural productivity. .One
avenﬁé along which:these efforts must proceed is the design

or development of new varieties of the mAjor food crops such

as the cereal grains and the legumes. Such varieties may-

produce more food pef plant, or they may.permit more plants |

per acre, or thé&wgéﬁfg{mplywéndouréggmgﬂé‘pi&ﬁﬁiﬁ%abf'mdféwfw

acres by making present cultural methods more economically

fcasible.
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Under both the Patent Act and the Plant Variety

Protection Act, the owner of a patent or a certificaté has

a remedy by civil;action ﬁprtinfringement; however, Section
122 of the Plant Variety ﬁrotection_Act.says that liahility
is negated if "the assérted infringement was. performed under
an'ékiséiﬁg certificété”adverse to that dsserted and prior
to notice of thé infringement." - This éresents-a major
stﬁmbling block. In order to ¢learly illus;rate the nature
of this éroblém,ﬁconsider one of the moré significaat

bréakthroughs presenﬁly being sought'by'the plant scientists.

'They.ére-looking for a new variety of wheat which will "fix"

its own nitrogen. This new variety of wheat would differ from

those we now know only in that one important feature, the

~ability to fix nitrogen. Assuming that the new variety His

"uniformity" and "stability," the one difference from known

varieties provides the "distinctness" needed to obtain the

rant of a certificate of plant variety protection.
g =70 P

As soon as the owner of this certificate of protection
begins to market the new wheat seeds, others in the field will
use the plants in their own research programs. Retaining -

the one important feature of these new wheat plants, other

scientists can use simple, well known methods to make a single
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change in the coler, or the leaf shape, or some similarly
‘insignificant characteristic. Since such a simple change

in a single characteristic meets the "distinctness" requirement
© of the Plant Variety Protectiqﬁ-Act,-new certificates

cén be gbtainéd_for each Simple’changed variety. lThe:eafter,
the holder of these new certificates can market his wheat
seed with ihat_signifigant feature disco#ered by_the.holder
‘of the original certificate. Although the holder of the
loriginal'certificate is the only one who has ﬁade a discovery
of an important new Qariety, ﬁhe Plant Variety Prdtection Aqﬁ
precludes recovery of royalties or éompensation for infringe-

ment.from the holder_of the new certificgtes.

There are several approaches which merit consideration

.as_solutions for this problem, each of them naturally requiring

amendatory 1egislation:by Congress. ?erhaps the simplest,Jbut
surely the most straightfbrward apéroach would be to abolish
" the Plant Variety Protection Act and add "sexually reproduced
planfs“ to those presently covered by tbe Patent Act. In this
fashion, the unusual defense of the_Plaﬁt Variety Protection

Act would no-longer exist, while the "non-obvious" condition

 of the Patent Act would preclude the grant of protection for

insignificant varietal changes. Aanother approach would.be to

amend the Plant Variety Protection Act.té delete the unusual
-184—. ' ' ' -




defenise and provige ior-two biasseg;dfméértixicaceé, Fojar=]
forlmajbr neW'ﬁéfiéﬁies and the other for insignificant'
farietai:qhéhgés;f_Héidérs of the lesser class of
certificateSjwouid'have specified restrictions placed upon
their use. This would serve to provide a better economic
stimulus for pri#ate-research programs in this field since
they permit a peiiod'of exclusivity of licensing corresponding .
to pfeséﬁt patent‘rights. 'Iﬁ is essentiailthat_we work to

accomplish this end.
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Protection for Well-known Trademarks in Japan

. Presentation by
Goji Tasaki
{Mitsubishi Chemical
Industries Limited)
PIPA. Japanese Group .-
Committee 1

~Intreduction

- With resﬁeét to a well-known trademark, that is to

say; a trademark widely recognized as an indicatiom
of a particular origin of goods'among_ccnsﬁmers,‘
it is needless to say that it should receive

satisfactory protection not only on a domestic

basis but alsc on an international basis.

In this ronnection, there is Paris Convention

,Artlcle 6.2 adopted at Hague Congress in 1925,

which stlpulates from view—p01nt of prevention of
unfalr competition that each country of the Union
undertakes to refuss or to cancel the registration‘

and to prohibit the use of such.a;trademark that

" would cunStitute a réproduction,-imitation or

“”mf*translat1on, qiABTe to erEate” ccnfusiom, o E AT

considered by the competent authcrity of the country
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of registration or use to be well-known in that

'countryias used for identical or similar goods.

-MPree ridestor-"dilution™.

LII.

Notwithstanding the above undertaking, it seems

that satisfactory protection has not yet_been made

" on account of various interpretations of this

stipulation by each country relating to the basis’
and the scope of protection. It seems to be difficult

for one to defend internmationally one's selling

‘_power;*which has been built up with considerable

éxpenses and great efforts, from béing weakened by

Since we sometimes hear that quite a few people

 abroad are interested in knowing how well-known
trademarks are protgcted in Japan) T take this

' opportunity to discuss this matter in some detail.

Profectian for Welluknowh Trademarks in Japan

Tt is in these two or three decades that a substantial

discussion on the problem of protection for well-known

trademafks has arisen in Japan. Compared with

Western countries, this seems rather late in coming,

but now there are some appreciably important cases
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which are as noteworthy as those in Western countries.

In Jabén;'weii—known tra&émafks.are éentitled to
various kinds of protection under varioﬁs lawg Such
as trademark.law, unfaif comﬁetition ﬁreventioﬁ 1aw;
‘criminal code and civil code in such manners as
" follows: |
':(1)_'Pr0tectian_under Trademark Law
A) 'In‘fhe éase of:a registere& trademark that
is Well-knoﬁn; Article 64 stipulates that_
the_owner of suchwtrqdemark may;wif_it is
apprehended that the use of such trademark
By 6thers on the goods other than the
designated goods of the said trademark
"and'thé goodé_similér fhereto woﬁld cause
'-ccnfusioﬂ,'bbtain-é defensive mark regiSfra—
' tiﬁn oﬁ the éoéds dissimilar to the designated
"goods.'
- The requirementé are broken down'as'foildﬁs:
_a) Only a_trademark'right'ownér is entitled

to apply for a defensive mark registra-

- b)  The registered trademark shall be a
~well-known trademark. It does not

have to be made well-known by use of
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the'trqdemark owner; and the fact.that

4t has become well-known by use of a

lircensee—is—equally competent By the

Way; the_régisteréd trademark; uﬁlike

in England, is not necessarily a

coined tradémafk'ih Jépaﬁ.:L_ .
c) :The registéred trademark shall be
“identical with the defensive mark.
Tt is not aliowed to.régistéf“a mark
similar thereto;,but it is‘permissiblé
to register a trademark which differs
”'ffom_thé”regiéferéd”trademérk 6n1y in
tﬁe point.of co1or._ (Article. 70,
‘paragraph 1) -

d) The use of a ‘trademark identical with

the registered trademark by others on
the_gbods diséimilér‘to_designafed ones
.is likely to cause confusion of source
of goods. TIn case that there are two

or moré designated goods,‘itvislenough

.to cause confusion on only a part of goods.

The effect of the defensive mark

registration is as follows:
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a. Article 67
An act of using a fegistered.defensiVe
mark by any other person on the designated
goods and a preparatory act of the use
shall be deemed as an infringement on
the relevant trademark right. But acts
of use of the defensive mark on the gZoods
similar to the designated goods, or acts
of use of the mark similar thereto on
the designated goods or on the goods

5imilar thereto, do not constitute any

_-.infringement.
b Article'SOl
As it has definitely been assumed that
a defensive mark right owner has ho'will
to use the registered defensive mark,
a defensive mark is immune_froﬁ cancella-

tion for non-use.

B) It is possible to exclude a trademark registered
by a third person as follows. . o '
a. Article 4, paragraph 1, Item 10 _
In case of an unregistered trademark that
is weil—known, it is possible to prevent"
or prohibit an identical or similar
trademark from.getting registered by_a

third person.
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"Those trademarks which have been

widely recognized among consumers as

indicating the goods related to the
business of other person or those

similar thereto;'and which are to be

used on said goods or goods similar
- thereto shall not be regisfered."
b) Article 4, paragraph 1, item 15
| "Those trademarks apprehended to cause

cbnfusion with goods related to'businesé
of other person shall not be registered.”
This iteﬁ.provides protéction for a
well-known trademark beyond the similarity
of goods.

¢) Articles 17 and 46

- The above items 10land.l5 are availablé
as reasons for an opposifibn.or a trial
heariﬁg for invalidation that méy be
.demanded;

In this connection; there is "NEW YORKER"
case; in which protection for a well-known,

trademark was granted in accordance with

the 0ld Trademark Law Article 2.1.(8)
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corresponding'to the current Article h.l;(lO)
.(decisioﬁ'of the Tokyo High Court;"January 26,
1967). |

In this case;zcﬁrysler Corporation filed

an opposition.to an application for
'registration of the mark '"NEW YORKER" -

‘With respect to bicycles, motorcars, etc.
ron.the groﬁnd that it was confusingly
similar to the ‘Chrysler's well-known

" mark ﬁNEW YOﬁKER" on motorcars in Japan

and this opposition was approved.

' On the other hané; there are two similar
rbaSes; “ESSO”'case aﬁd "SONY " Case; in
:_which the Patent Office ruled that the

. trédeﬁark on dissimiiar gooqé'was likely

to cause confusion of source of goods,

ip the light of protection 'for-weil—known
trademafks'on the basis of Arficle 4;1.(15).
or corresponding 0ld Trademark Law Article

| _'_,2.1,(11). '

The former "ESSO" casée concerns an invalida-

tion trial hearing of the,registered'trade—
‘mark'“ESSQ" for'textile; knitworks, felt and
other cloths demanded by Esso Standard 0il Co.
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on the ground that it was likely to cause
confusion with Esso Standard's trademark

"ESSO“; and: the Patent Office approved

Esso Standard's plea and nullified the
registration of the trademark "ESSO" on
February 12, 1966.

The latter-"SONY”.casé is ‘also concerning:

a similar invalidation trial h'earing'.of the
registrated trademark "SONY" except for the
designated goods of cookies, candy, etc.
demanded by SONY Corp., and the Patent
Office made its decision on October 20, 1965

approving SONY Crorp. 's plea.

The tr.ia.lll.c:ie:.:ision_ of the 1=-a-tté.1; says

Even thoﬁgh_fhosé géods involved are
dif‘ferent, énd-,more&}er a sales route and

a circulatiﬁg market are also different,
when. deale'rs.,__consumer-s,_ aﬁd the public

-se.e. and hear the goods bea‘z.:'ing"' such a 
trademark of the defendant,_#re naturally
consider that suéh goods has éome rglation—
ﬁhip_ to SONY  Corp. and in ad&ition to this,
cénfusion n:;f' gource of goods arise-sin_their

mind because a trademark "SONY" is a very
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well-known coined word as you may know
well. o

Article 32, conéefning-the right to use
a_trademark‘by virtue of prior use;
nAny.person who has been using in Japan;
_ﬁrior to the filiﬁg of a trademark applica-

tion of other person, such trademark or a

-_trademark siﬁilar_théreto on the goods

‘related to the said application or goods

‘similar thereto without any purpose of unfair
cémﬁetition shall; if in‘consequence of

.;whiqh such trademark is being widely
recognized among consumers as the one
indicafing.the goods related to his
businééé aetually af the time of app1ica-
tion,_have a right-to.uée such trademark
jwifh respect-tb such:goods ih case he

 coﬁtinuousiy usesrsﬁch trédemafk wifh

- respect to the éoods." |
Articles 51 ahd"53; éoncerning'sanctions

against.abuses of the trademark rightf

 Article 51

7 : ' ' L :
IrIn case a use of a trademark which is

- similar to the registered trademark
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relevant to the designated goods or use
of a registered trademark or a trademark

lar thereto relevant to goods which

[

sim

{1

are similar to the designated goods and
which is to cause misleading on quality

of goods or confusion with goods relevant

'to the business of others is committed

will fuliy by a trademark right owner,

any person may demand a trial hearing for
cancellation of the trademark registration
coﬁcerned.w

Article 53

In case a use of a régistefed trademark

or a trademark similar thereto relevant

to the designated goods or goods similar’

' thereto and which is to cause misleading

on quality of goodsror'conquion'with goods
relevant to-businesé of other person is
committed by a licensee, any person may

demand a trial hearing for cancellation of

. i }
the said trademark registration.

Tt is to be noted that in Art. 51 the above
is econditioned on the'trademérk cwner's
intention whereas it is not conditioned
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on a licensee's. intention in Art. 53.

(2) ~Protection under-Uhfair Competition Law:
Article 1, Article 1 bis:
Art. 1:

Paragraph 1

"Any-person_who is likely to have its business
interests injured by an act falling within
one of the following items may demand the

étop pf such_act.

1) In the event where there is an act of
using; eithef in sameness‘br in simiiarity,
the name, the trade name; the trademark.
- ..the recepfacle or package of the merchandises
Kof another person or any other indication
showing the goods of another person which
is.widely knbwn in the territofy.where the
:present Law is in force or of selllng,
 :putt1ng in clrculatlon or exportlng the

goods on whlch such same or 51m11ar 1nd1ca—

is used, by which act those goods are confused

" with the goods of another person.

2) 1In the event where there is an act of
yusing; either in sameness or in similarity,
the name, the trade name, the emblem of
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" others or any other indication showing the

business of others which is widely known

——ill-the. terriftory where the present Law

is in fbrce, by which acf the_bﬁéiﬁéss
'éSﬁablish@eﬁf or action ié_cdﬁquéd with
thét of othefs.

3) In the' event where there is an act of eithefﬁ
making a false indication @f source on
the.goﬁds or. in the advertisement théreof

or in such documents or correspendence

' of trade aé'aré'opéﬁ térthe public or of
selling, putting in circulation or_e;port%r
ing the goods on whiéh a false indication

- of source is made, by which act the public

is misled és to the place of ofigin;
h) _Iﬁ the'event Wﬁerejthere‘is éﬂ égtlof
either.making'a-misleéding indicatien of -
source on thé'goddé or in the adVertiSéf:
ﬁenf there of or in suéh documents.or ”
-correspondenCe of frade as are open to the
pﬁblic,'by which act the public is misled
torbélieve that the goods ége‘proaﬁced ‘.

.-manufactured;or worked upon in a place . =

other than the place of actual origin or
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selling, putting in circulation or export-
.ing'thé goods on which such a misléading.
1ndlcat10n of source is made. -
5): In the event where there is an act of either
~making a misleading indication on.the goods
or in the advertisement thereof as to the
.”QHality; contents or quantity of the goods
or of selling, putting in circulation or

exporting the goods on which such a mislead-

ing indication is made.
6) In the event where there is an act of stat-

ing false facts prejudicial to the business

 fame of anocther enterprise being in competi-

tion or circulating such false stories.”

Paragraph 2 e ‘ - ' '4?"
"If the agent or representative or the person |
who used tb be  the agént or representative,
. of the person whe is the proprietor of a
trademark in one of fhe countries of Paris
Cbnvéntion; hereinafter referred to as "The
countries of the Uhion"; uses_without such
proprietor's consent the same or a similar.
trademark on the same or similar goods or
sells, puts in circulation or exports the
goods on which the same or a similar trademark
.is_nsed the proprietor is entitled to demand
___the stop of such act of such a person e xcept= .

"ing cases where the former agent or representative

ceased to be the agent or representative within

one year before the start of surh act."
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Art. 1 bis.:
Paragraﬁh 1

"A person who has done on purpose or by fault

an act,falling_withinNoneJof.the.items of. ...

paragraph 1 of article 1 shall be responsible

Tor the losses suffered by the person whose

business interests have been: thereby injured."

Paragraph 2
"In the event where the agent or representative.
of a person who is the proprietor of a trade-

mark or the person who used to be the agent or

representétive within one year. before the
start of the apt in question: has done on
purpose or_by-fault thé_act falling within
paragfaphr2 of article 1 such an agent or

representative-shall_be responsible for the. .

losses suffered by the person_ﬁho is the.
. proprietor of a trademérk.and whose business .

interests.have_been‘thereby injureduh

Paragraph‘B

"The person who has injured others' business -

fame through his act falling within item (1)

to (2) of paragraph 1 of article 1 or paragraph 2

—~199-—




of same article or the person who has done

an act falling wifhin item 6 of paragraph 1
of saﬁe article may be ordered by the court,
upon demand of the injured party;:to take
measures”necessary.for recovering the business
fame; either in place of'df_togethér with

" indemnities payable for the losses."

Whe# a person's act which is likely'tp'bause.
confusion with.goods.of another perSOn'may"
infringe on his business:ihterests; the owner
of a ﬁell—known trademark is able to stop the
act invoking unfair cbmpétitiﬁn act and to
ciaim damages against the person of the act.
-A,iemedy by Unfair Compeétition Law is effective
particularly when a well-known trademark is
not:registereq yet, énd an injunction is sought
_' outside of the scope of a prohibitive right -
'eifﬁer of a fégistered we114known.trademark

or of a defensive mark registration.

Withﬂregard to the concept of confusion; an

“interpretation of confusion in a wide sense

is now getting more powerful; it does not

always necessitate the existence or presence
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- of actual competitive relationship, in that

.

" either goods or business-are identical with

or similar to each other.

As a tvpical‘preéedent of’ thls case, we can-
T pick up NYASHIKA" case (d90151on of" the Tokyo ”
- District Court, August 30, 1966). Thls is as
follows: R -
Tﬁe.plaintiff, é well~kﬁown.éémefa maker ﬁad
used a well-knéwn traﬁemark ”YASﬁIKAF on
.cameras; but one day,.suddenly the deFendant
began to use the trademark “YASHIKA” on . 
.cosﬁéticé. Thén; tﬁe plainfiff invoked
Articlé.l péragraph 1 item 1 (coﬁfusion of‘
gobdé) and item 2 (confusion of buéineés).of
ﬂnféir:éompetifioﬁ Law fo seek an injﬁnctibn
on &efeﬁdant to stop the use of "YASHIKAﬁ:on
cosmétics; Oﬁ the 6ther hand. the defendant
gued that cosmetics and cameras had no
relationship to each other, and therefore 
there wés néiPOSsibility of damaging bﬁsiﬁéés
interests of the plalntlff. And mo“éovér,
the defendant travelsed that it obtalned |
reglstratlon for establlshlng an ex clu51ve'a

license relating to the reglstered trademark
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"YASHIKA“ owned by its representative in place
bf‘the defendant; and that the ﬁse was Within
the'exerciég of a right stipulated in Trademark
Law and that it fell under Article 6 of Unfair
-ﬁComfetition Law stipulating an exéemption from

" the exercise of an industrial property right.

The plaintiff refuted this traverse, assert—
ing that the use of the present trademark was

a free—ride on a well—known trademark and an

;ébusé of right; " The result was that-the court
approved this aséertién of the plaintiff for the
'following reasons: a free-ride on a well-known
trademark even.in the-case of non—competitive

'! reiatidnship gave-péople an iﬁpression fhat
'the'géodsrmust be.a prbdubt of an associated
scompany,_fhﬁt is to say; confusion in a wide
senserarose. Also; the court recognized
-. di1ution‘being likely to infringe on business
interests and cbncluded that suéh use did not

. fall undér Unfair dompétition Law, Aftiqle 6

. and truly was ascribed to an abuse of right

'&fQEHEéwifwobjectivély meanfrfhat the defendant

gratuitously used credit or selliﬁg power of

the well-known trademark regardless of existence
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or non—existence of a clear intenticn of a

NThe prdvisions of-item }and item 2 of-

paragraph 1 of article l; pafagraph 2 of
carticle 1, articlé 1 bis; paragraph 1 to 3
of article 4, article 4 bis and item 2 of
"article 5 shall nof épply to. the act Which.
is recognizable as the exérciée of a righf
by virtue of the Patent Law, Utility Model

Law, Industrial Design Law or Trademark Law."

(3) Protection under other laws

A) The Civil Code, Article 709 (a claim for

damages under illegal act)

Thié is not so effecﬁive_because a burden
of proof.of intention or negligence lies_
with the plaintiff, and furthermore proof
of causal rélationship between an act of

iﬁjury and the occurrence of damages isl

very difficult.

B) The Criminal Codeé, Article 233 (sins of
damaging person's credit and sins of inter-

fering with the business of another person)
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‘As "free-ride" is considered as an act

that damagés a person's credit by deceptive
schemes; it belongs torthe former of.the
éEove Article 2373, and meanwhile; it belongs .
to the latter in case that it causes to occur
.interference with the business of another

person.

As T mentibnéd above; élfhoﬁgh.japaﬁ has
workéd.a defensive mark system iﬁto its
Trademark Law,.and théreby has extended
protection of Wellfknéwn trademark; there
are some difficulties as follows:

One is that it is'necessafy to demonstrate
. the fact of "a well-known trademark! when
one files the application, another difficulty
being that one has to fiie_covering the
 whole range of dissimilar goods, and yvet
a'ééopé‘of right of'prohibition is narrow,

ete.

80 powerful and effectlve as Trademark Law
in that the former can not strike. out

weeknesses of the registration principle
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on the one hand and that it makes protec—
‘tion for the owner of a well~known trade-— :

mark very difficult bécause of the difficulty

-in the burden of proof.

Abart fromﬂthé ébove; with reference.to an.
extended application of the theory of illegal
act in the €Civil Code, we also need to expect
© " hereafter sufficient theories and cases,

etc. Accordingly, we consider that at
'presént, protecfion of well-known trademark
finally depend on working sufficient use

of the defensive trademark system and Unfair

: Compétition Law.

264 companies, that. is to say} about 80
percent of_33ﬁ léading-companies-in Japan
‘hope that protection for a well-known trade-
~mark should be‘strengthened,,acco:ding to
the.resﬁit ofl. a questionnaire relating to
the reform of the Trademark System conducted
by the Japan ?atent Association in October,
'1974; Noﬁ; the Patent Office is studying -
‘Wafs and means for strengthening -the’
protection for a weil—k@own trademark in

Japan.
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IIT. About registration of a well-known foreign trademark

by a third party

- (l) Paris Convention, Article 6.2 is an undertaking
. relating to the protection of well-known trade-
.ﬁarks; in which each mémber-coﬁntry undertakes
to p:ofect well-known foreign trademarks from
undue registration and use by a third party,in .
' especially)

each ecountry adopting the registration principle.

But this undertaking does not afford sufficiently

éatisfactory pyotection for_wellwknown_trademarks
.because‘of'the"following two reasons: Firstly,.
it does not céntrol such a case in which a
_weil-known trademark is used on dissimilar

goods b& a third party. Secondly, a well-known
trademark has to be widely recognized among
.consumers in the countries where.one seeks
‘protection. In reality, as you may know well,
there is ceaseless occurrences of unfair acts

on well-known tfademarks made by a third person
'.iﬁ“eachlcountry, particularly ‘in those countries

““f?fhaf“have5§dﬁptedfthewregistra%ionmprincipie&andwm“““

in which good many enterprises are worried trying

to defend_them against third parties' attempts

to take advantage of them. Although the best
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way for eliminating such distresses is to obtain

registration of one's welli-known trademark

earlier all over the Would; in fact, it is
obviously practically impossible. With respect

to registration without authorization of the

(Article 6.7, Paris Convention), the propriétor
shouid demandrthat such registration be assigned
in his_favor asserting that he is the legitimate.
owner of the trademark. Also; in case that
uncontroilable circumstances necessitate the
proprietor to make.aﬁ agent register the
proprietor's trademark in the name of .an agent,
the proprietor-ought tq define that an agent-.“:

will assign the registration of the trademark

in his fa&or when a contract expires. Now, let
me discuss some of the remedial measures |
conceivable in case a third party file or
register an apﬁlication‘bf a well-known foreigﬁ

" trademark in Japan.

() As mentioned above, well-known trademarks have

not yet been satisfactorily protectéd; however,
the protection beyond what Rules of Article 6.2
Paris Convention.warrants is at present practiced.
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in Japan. Tﬁe'registration by a-third party’
éf a well-known foréign trademark in respect
of dissimilar goods may:be-either.refused or
nullified-if the trademark in question has
been made well-known in Japan as I stated
 bef0re even through advertisement, if not by
an actual sale of the goods bearing the trademark.
-iherefore, when a trademark is well-known in

Japan, one is able to depend on oppesition or

trial hearing for invalidation. In this case,’
if one invokes either the above Article %4.1.(10)
or (15)- of Trademark Law, one ought to note that
.a trial hearlng for invalidation cannot be

.- demanded after a five-year period of exclusion

from the date of registration is over. (Article 47)

But, in case that it is registered with intent
'6f unfair competition, one is able to demand a

trial for invalidation at any’ time.

However, the pfoblem occurs when a well~known

foreign'trademark has been alréady registered

by a thlrd party before 1t becomes well—known ‘

in Japan._ In this case, it is almOSt 1mp0551b1e

to get regiétration itself invalidated by legal
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means except ceneellation'for non-use, because,
in Japan, the registration principle governs.

Accordingly,.the following measures, for example,

~will have to be’ taken to solve ‘this sort of

problem: Firstly, to stert negotiation with
the third party through the medium of a suitable

' law office. Secondly, to ask "the Chamber of

Commerce and Industry" or "those in the trade"

to negotiate with him. Thirdly, to ask some

‘other third party who can put pressures on the

third party in question to negotiate.
Fourthly, to make an offer through dlplomatlc
route of governmental organlzatlon, etc. In

any event, the party involved should select fhe

()

(&)

‘best method among those depending on the kind

and nature of actual situations and circumstances.

In the event that the ‘third party who has filed

or had registered a well—known foreign trademark

begins to use it, as I mentioned above, one is

able to take remedial measures on the basis of

Unfair Competition Law or through negotiations.

Of course, when the third party has not used his
registered trademark for three vears, Trial for
cancellation of trademark registration may be

demanded:

Finally, as far as the present Trademark Law

is based on the principle of territoriality,
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V.

one ought to file a trademark in Japan

in one's own name earlier than the
fime.when a trouble has taken pléce; But;
ﬁnfortunately; in the even that a trouble
occurs; one should éeﬁerely or softly cope
ﬁith it either by means of legal procedure or

by some measures other than such legal means.

‘At the conclusion of my presentation

As T mentioned, well-known trademarks in Japan have

been protected primarily either by Trademark Law

or Unfair Competition Prevention Law} however, the

. protection is not satisfactory yet, so, we will

have to expect further progress in this sector of

legal syétem in the future. The enterprises that

have such well-known trademarks ought to understand

. the present situations well, and to take utmost

care in guarding Well*kncwn trademarks against gett-~

ing "free-ridden". And moreover, with reference to

the protection in foreign countries, one bught to

- make further effarts to communicate closely with

’”hné*BTHE@ﬂfgﬁﬁﬂwtnemgﬁbt}“tﬁ“obtéih HEEEFFary informa~""

tion, and also to study up-to-date legal systems and

. case laws of each country, in order to establish and

_maintain tfadémérk rights.
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CURRENT DEVELOPMENTS IN UNITED STATES TRADEMARK LAW

By William J. Keating ..
AMP Incorporated

m American slang a "lemon" :|.s sbme’ching'u.npleasant. The
year 1976 may be referred to as the year of the iemon in trademark

law.

. ke first lemon occurred in the celebrated "Lemon Tree" case.
The question érose as to the interpretation of section 4l of the
Trademark Act. The piaintiff began use of the trademafk "Lemon
Tree" in May of 1969. The defendant had filed an application in

- Canada in Ma_rch---zs,--lgeg and-filed a -U-.---S-.----:application-." The- mark
was not used in commerce in the United States. The defendaqﬁ relied
on the March 1969 filing date as basis for registration in Ul']i"i:.Ed
States, effective as of that date. The Trademark Trial & _-Appéé'_i
Soard ruled that the Canadian applicant was entitled to the earlier

date without actual use in the United States. (1)}

| The District Court for the District of Colurbia reversed (2).

It held thét section 44 of the 'Iradeuark. Act only applied to procedural
matters. The requirement to use the trademark was a matter of_ sub-~
‘stance and therefore refused registration on the basis of section 2 (d}
of the Trademark Act Whicﬁ prohibits reéistration of a 'mark previously
used in the United States by-another party. |

(1) John Lecroy & Sons Inc. v. langis Food Itd. 177 USPQ 717

(2) 1d4. 182 USPQ 132
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The Court of Appeals reversed the District Court (3) and
properly gave section 44 the interpretation that was intended by
Congress. Noting that Article 4 of the Paris Unlon Treaty was
‘revised in 1934 so that intervening use by other parties that
oceurred during the priority period would not defeat registration.
Accordingly, section 44 of the Trademark Act merely implements

this provision.

The importancé of the case is_that 1t got a lot of attention
because the District Court declsion wes obviously wrong. It

f'ocused attention on the rights of a form.gn applicant for U. S.

registration who had net actually used the mark in the U. S.

Tnis is the cruelal issue in United States' gbllity to participa.’ce

in the ’Iradanark Registratlion Treaty. In ord_er to ratify the
' tz;eaty .U'. S. will have to amend its tfademark law to permit

registratioﬁ witﬁout dependency on actuél use. My assoéiates
o specialize in trademark law predict that U. S. will amend

1its law and will ratify the treat:y even though the U. S. Trademark
" Assoclation recommends agalnst it.

| The next case of some Interest involves another lemon — the
" trademark "Realemon" for reconsfituted lemon julce Action was

brought by the Federal Trade Commission (%) under Section 5 of the
‘Federal Trade Act (5) which prohibits acts of unfair conpetition.

_{3)..50M Corp.. v..langis Food. Ltd. .190.1SPQ..288....
(sub. nom. John Lecroy & Sons Inc. v. Iangis Food Ltd }

(%) In re Borden, Inc. Docket No. 8987, 8/19/76 reported in the
Patent, Trademark, Copyright Jowrnal, (rwmber 294), '
September 9, 19?6, pg. A-l.

(5} 15UsCc 45 (1971)
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The FIC Judge found that reconstituted lemon julce is a relevant
market and does not compete with fresh lemon juice. This was the

basis of a hold:mg that the tr'ademark propr:.etor Eorden Incor'oorated

was a monopolist with a 75% to 90% share of the relevant market. (6)
The Judge went on to find that Bor'den Incorporated controlled the

relevant mrket through um:’easonable price cutting and promotion

- programs. 'Ihe actions were considered unreasonsble because Borden
Incorporated had monopoly power and could control or prevent entry
~ of new competitors into the market._ _

The FIC ordered the extraordinary rellef of requiring Borden
~ Incorporated to license its tradénﬁrk "Realemon" to anyone requesting

& license for the next ten years. Borden Incorporated may impose

‘quality control.

The decision 1s not final and is subJect to.appeal. :This

approach of requiring a trademark owner to license a trademark

' basically because the trademark owner 1s successful 1s a very bad
p_fecedent. It destroys the basic function of the trademark in .- |
identifying source. It promotes consumer confusion.: It _d!-”_notes
the abllity of thé trademark:proprietor to control qué,lity._ It

is a real lemon!

Another decision that has attracted attention in the - -
trademark community is the "Bigfoot! trademark for snow tires. (7)

(6) supra #U

(7) Big O Tire Dealers Inc. v. The Goodyear Tire and Rubber Co.,
189 UspQ 17 (1976)
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The trademark proprietor was a small ccmpany named "Big 0", with
sales in a limited géog"aphicél area mostly in the western part of
the Unlted States. They used the trademark "Bigfoot" for tires
but did not registef it., The defendant, Goodyear Tire and Rubber
Company, 1s cne of the largest Itire mamfacturers in the wofld.

.'They previously registered the trademark, "Bigfoot™ for sn&wmobile_
track 'bel_ts (8). Unaware of the plantiff's trad.anarl.{, Goodyear
launched a ten million dollar advertising campalgn for snow tires

. marketed'uﬁder the trademark "Bigfoot" (9). Just before the campaign
was to be .released Goodyear learmned of the Blg O's trademark. Gdodyear

- requested permission to go ahead with the campalen and Big O refused- (10).

Goodyear went ahead with the campaign anyway and Big O brought suit.

The case was tried by a jury who decided for the Big O Company.
The  jury awarded the plaintiff $2,800,000 for actual damages sustained.
Additionally they awérded Big O $16,800,000 in demages to punish .
| Goodyear for willful trademark infringement, for a total of $19,600,000.

' ' The size of the award has caused the case.’.co receive much
publicity. The Big O Company's total sssets were only $200,000. The
theory of awarding damages 1s also of Interest.

(8) 1d. no. T, pg. 28

{(9) 1d4. no. 8

(10) 1d. mo. 7 pes. 25, 26
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The cowrt found that the massive advertising campaign by the defendant
caused the purchasing public to belleve that the defendant had
superior trademark rights and the plaintiff was an infringer. The

court justified part of the award of damages on the basis that

significant expenses by the Big O Company will be required in over- -
coming the bad effect of Goodyear's massive advertising campalgn..

Big O was entitled to thls amount even though there was no duty

that thc—;fy spernd the money for this purpese.

The punitive damage award was based on the total size of
the Goodyear Company. The only way tQ punish the defendant was

by a substantial award of damages.

_ The case 1s currently on appeal. The Goodyear Company thinks
that the decision is a lemon The Big O Company thinks the decision

Is a peach.

Another case that was decided badly involved the "Eveready"
trademark for flashlight lamps. The trademark was registered in

1907 by the-Union Carblde Company. The defendant adopted the trade-
mark "Eveready" for high intensity lamps. The court held that there
was no infringement and that the trademark was invalid because it
-was deseriptive (11). The Coﬁrt of Appeals reversed (12), whiéh

surprised no one, except perhaps the lower court judge. The :erportance--

of the Cowrt of Appeals decision is that the court gave great strength

to the quality of Incontestabililty.

(11) TUnion Carbide Corp. v. Ever-Ready Inec. et 2l
185 USPQ 464

(12) 1d. 188 USPQ 623
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This 1s what Congress Infended when the statute was enacted.
~ Hopefully courts will contimue to give the incontestable effect

that the statute confers on elderly trademarks.

T belleve the effect of these cases is to strengthen e

‘the trademark system. There is a motto in the Unlted States -
that says: _
"If you get a lemon -~ make it into lemonade®.

—216—




- Short Review on Deposit of Microorganisms -
in Patent Procedure concerning Inventions
Using Microorganisms: B i e

Koichi Ono

There afe many éoﬁntriés where a deposit of micro-

organisms_is required for patent_procedures_conce:ning
inventiqns using milcreoorganisms. Suqh country includes, for .
example, U.S.A., West Germany, the Netherlands; Japan, etq,
Each country has its own practice as to the conditions to_be_
fulfilled in depositing microorganisms. Thus? applicants for
a patent on such inventions havg been confronted with many
difficulties,
| | Efforts have been made by the World Intellectual
Property Organization (WIPQ) to conclude a treaty in order to -
internatio;ally standardize and simplify the deposit of
ﬁicroorganisms-for the purpose of patent ﬁrocedurés. -The -

draft Treaty and the draft Regulations prepared as the_reaui;r‘

of the Committee of Experts on thé-Deposit of Microorganisms- . ..

for the Purpose of Patent Procedure of WIPO held in Geneva

in April 1976 will be examined at the Diplomatic Conference’

in April 1977 in Budapest. |
Briefly stated, the Ireaty purports that when a

deposit of microorganisms is made to an internationally

—217~



recognized repository, any country that is a party to the Treaty
(contracting country) recognizes the deposit as effective for
the patent procedure in the country. As regards the conditions

of the deposit, preservation and release of microorganisms,

the details are provided for in the draft Regulations, but some

conditions are left to the internal laws of the contracting

" countries.
| This presentation is to repbrt on soﬁe'problems
concerning the draft Treaty., Before I touch upon the main issue,
I 1like to review the deposit of microorganisms in #atent

procedures.

‘As far as I know, the U.S.A. was the first country that
initiated the system of deposit of microorganisms in comnection
with patent‘procedures. The reason therefor is'undefétood fo
be as follows. When those having an ordinary skill in the arti

_read a specification disclosing an inﬁéntion'which involves
the use of a microorganism and try to reproduce the invention,
the first problem fo; them is how torobtain the micfoorganism.

~If the specification does not describe a way of obtaining the
microorganism readily and with: certainty, the specification is

not deemed to describe the invention in a sufficient manner so

that those having an ordinary skill in the art can readily

mreproduceworwuse~thewinventionwwsAccordinglywmthewspeciﬁicationszm.UAW$‘fh

does not meet the requirement provided by 35 U.S.C. 112,
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" Thus, a person who files a U.S., application for a.
patent on an invention ﬁsing a microorganism deposits the micro-

organism with a public repository prior to the filing of the

apélication and arranges so that a subculture of the mlcroorgan-

ism be released by the repository to any person who seeks to

obfain one. Tﬁen, he describes the name of the repository and .
the déposit number in the U.S. specification. In this mahpéf,.
those having ordinary skill in the art who read the specificatioﬂ
are enabled to readily obtain the microorganism and thus practice

the inventioﬁ.

The American Typé.Cuifure Collection (ATCC) and the
ARS Culture:Coiiéction, Northern Regioﬁgl“Reéééfchutébdratbry
(NRRL) are examﬁles of such repository. Briefly.explaiﬁing the
',)m.”% deposit of a patent culture with the ATCC, the ATCC maintainsl
the deposited culture in accordance with the payment of annuéli_

maintenance fees by the depositor until pertinent U.S. patent

~ issues. After the issuance of the U.S. patent, the microorganism
is transferred to the general collection of the ATCC and is

preserved free of .charge at least during the effective life of -

the U.S. patent.

Any applicant for release can, subject to payment of |

the required fees, freely obtain a subculture-of the microorgan-
ism from the ATCC. It is to be understood ‘that after the

issuance of the pertinent U.S. patent, the depositor can no
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longer control the deposited microorganisms.” In other words,

after the lssuance of the pertinent U.S. patent, the deposited
microorganiasm becomes the property of the ATCC but no longer
that of the depositor.

In Japan, the system of depositing micrdorganisms
started in April 1966. Article 27 bis. of Regulations concerning
the Enforcement of the Patent Law, as amended January 1971L,
provides:

"Any person who wishes to file an application for
patent on an invention in which a microorganism is
utilized, unless persons of ordinmary skill in the
art to which the invention pertains have ready
access to the same microorganism, shall attach to
the application documents a document certifying
that the particular microorganism has been deposited -
in the custody of an institute which shall be

" designated by Director-General of the Patent Office."

The reason on which the system of depositing micro--
organisms is predicated in Japan is different from that in U.S.A.
More specifically, in the U.S.A. the requirement of the deposit
of micrddrganisms‘is for the purpose of completeness of the
disclosure of the invention, whereas in Japan the deposit of
mieroorganisms 13 required as proof that the invention has been

really completed. Where the deposit of microorganisms is not

made, the invention is not deemed to be completed and, therefore,

" the pertinent application for Japanese patent is rejected as -
“failing to comply with the provision of Article 29 of the Patent

Law, Article 29 reads:

—220—




"Any person who has made an invention which s
industrially applicable may obtain a patent therefor
“except in the case of the following invention: .....

—__This.part of Article 29.may be deemed to_ correspond to Section
101 in the case of 35 U.S5.C. The ''institute which shall be

designated by Director—Genéral of the Patent Office" referred

to in the above-mentioned Article 27 bis. of Regulations
concerning the Enforcement’of_tHéIPatent'Law.ié; at présent;

the Fermentation Resgarch Institute, Agency of?Industrial Science
~and Technology (FERM) only.

Thé-deposit and the release of microorganisms in FERM

‘ére-outlined az follows. A depositor of a microorganism pays

the fees annually to FERM. - The payment of the fees s made every._
year and any‘advance'bayment of the feaes for more than one -
calendar year is not accepted by FERM.- FERM maintains-the- -

deposited microorganism as long as the fees are paid. These fees

can be paid only by the depositor. After the expiration of the’
pertinent patent, FERM may continue to maintain the nicroorganism
provided that the fees continue to be paid by the depositor.

The time at which the release should be started, depends also on

the depositor. Under the present practice of the Japanese Patent

Office, the release may be made as late as the time of the

publication upon examination of the application. Furthermore, the
"depositor can limit the receivers of the microorganism to those

having their residence in Japan. Those who wish to have access
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to a culture of the deposited microorganism must submit a
declaratioﬁ expressiy stating by whom, for what-pufpose, where
and how long the released microorganism is used. Usually, such
qurpose is for academic research and the pericd is oﬁe year or
so. It is strictly prohibited to transmit the released micro-
organism to an& third party. After being used, the released
microorganism must be destroyed by burning.

Ag can be understood frqm the forego%ng,-in Japan,
the system of depositing microorganisms is based on the view
that the deposited microorganism 1s always the property of the
depositorj The depositor can discontinue the'deﬁosit whenever
he desires so by non-payment of the fée and canAformally impose
‘varlous restrictions as to the disposition of the released
mlcroorganism. - This is considered to fesult from the fact that
the system of deposit of microorsanisms in_Japan'is, as mentioned
.gbove, grounded on the view that deposit of microorganismé is
réquired only as proof that the invention has been completed
réther than for the purpoée.of.completeness of disclosure of the
invention.

How, I like to discuss the main issue. The items

“course of their sudy of the draft -Treaty and the draft Regulations
of WIPQ, are as follows: 1) when should a release of the deposit-

ed microorganisms e made, and 2) how long should the deposited
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microorganisms be maintained.

With regard to .the time of release, the draft

Regulations have been interpreted to the effect that the time of

release is, in principle, the first publication of the pertinent
application, however, where the laws of the contracting countries
provide otherwise, such internal lavs may be_followed. This
means that 1f the Japanese law provides that the release shall
be effected from the time of the second publicétion of the
pertinent application (publication_upon examination), and_nbt_

. from the time of the fifst pub;ication {publication witﬁout‘,
examination}, a release after the second publication may be all;_'
right. As 1s already mentiloned, under the present Japanese
practice, the release may be made from the time of the publi-
cation.upon examination.. Many Japanese enterprises.being active
in this field wish that such pfattice'will be continuedrhereafger.
However, theré has been some.quesﬁién whe:hef this practice would
comply with the requirements of Japanese law. At least, at
present, there is no statute nor any court decision allowing that
the release be made only from the ;ime of publication upon
examination of the pertinent application.

On the other hand, there are some who have an opinion
that, as a more fundamental questicn, the release should be
effected from the publication without examination of the pertifl_

nent application. This opinion is based on the view that the =
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deposit of ﬁicroorganisms is required for the purpose of
disclosure of the invention rather than as a proof that the
invention has been completed. When it is consideréd thht in the
“case of an épplication on other kinds of invention, those having
an o;dinary skill in the art who have read the specification as
_ published withouﬁ examination could readily practice the

invention, it is not only against the spirit of the publication

system but also inequitable that an-invenﬁion ﬁsing microorganisms
1s not reproducible after the publication without examinatilon.
Therproblem of the time of release of the deposited microorganisms
will cause further argument for the time being.' —

The next problem is how long the deposited microorgan—
| isms should be preserved. The dréft Regulations of WIPO providesﬁ

"..... any microorganism deposited with an inter-

nationally recognized depository authority shall be
“stored by such authority ..... in any case, for a
period of at least 30 years after the date of the
deposit. (Rule 11.1) ' '

Comments were made by majority that préservation of -
“the deposited microorganisms for “at least 30 years" is unneces-
sarily long. Such comments are grounded not only on the .
apprehension that the preservation for at least 30 years must -

-result in an increase in the maintenance fees but also on the

‘'view that there is nd'réaéén‘ﬁhat”tﬁeqﬁicfdofééﬁiém'sﬁaﬁi&‘géwm“
preserved after the expiration of the pertinent patent. Under:

the present Japanese practiée, the deposit can be terminated
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at any time, even after the publication upon examination of the .

application; by non-payment of the maintenance fees, although

e BARY--peOple_are-of the opinion.that the termination of the
deposit would render. the: pertinent pateﬁt to be invaiid..
Accordingly, unless there is any particular reason, the payment -
pf the maintenance fees ﬁay well be- discontinued by a Japanese

.depositor, that is, therdepoéit is.likely to be terminated at
the time of expiration of the Japanese patent. In this case, a.
Jépanese depositor would merely sdopt tﬁe practice that since
the deposit of microorganisms is required, in principle, as a

proof that the invention has been completed, it is not necessary

to preserve the microorganism after the exéi;ati;ﬁ of the
pertinent -patent, -much less to continue the deposit by the ..
expense of the depositor (patentee). .

Where a microorganism is deposited with the ATCC in
connection with a U.S. application; it is only during the
effective 1ife of the pertinent U.S. patent tha; the main#enancé
of the microorganism 1is guaranteed and after that, tﬁe ATCC . is  -
free to dispose of the microorganism.

In view of these facts, a criticism has.been made .
against the provisions of the draft Regulations..

On the other hand, there are a few who have a differeﬁt
opinion. .That is, when a patent expires, the invention should. ..

naturally‘be-a-public domain., If the deposited microorganisms-
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no longer exist upon expiration of the patent, those who wish to

reproduce the pertinent invention can not readily obtain the -

microorganisms. Therefore, the invention can not completely

become part of the pﬁblic domain. If this view ds carried to -

its logical conclusion, the microorganisms would lhave to be

preserved forever. However, the provision in the draft

Regulations is reasonable in the senge that the deposit of
microorganisms is to be continued for a reasonable period of time

which would demonstrate a lack of interest on the part of the

 public in the inventiom.

The above-mentioned two different opinions are
considered to be the resu;t of the'fundamentall& different views
that the depﬁsit of microorganisms is required as a proof that
;he invention has been completed, on the one hand, or for the

purpose of completion of the disclosure of the invention, on the

other. 1In this connection, under the recent patent practice .im

West Germany, microorganisms are required to be maintained for-

a.conside;able ﬁeriod of time after the expiration of the patent.
Further, I like to poinf out another problem in the

present Japanese system of depositing microorganisms. . Under the

Japanese patent practice, it is not necessary.to make a.deposit ..

‘of mlcroorganisms if the”midfoorgahiéﬁé éfé'égéiiy SBfélﬁgsié;‘ﬂwmm-mﬂ-

but what mlcroorganisms are easily obtainable? Those which are

commercially available such as baker's yeasts are considered to
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be easily obtainable. ‘According to the practice in the Patent

Office; microoréanisms %hich are deposited with a reliable
"m“*mrepository?wappearéi wameaﬁa&egmandma%emé@eeiy»availablemtomthe;mm_m;mmmmm_
public, are deemed to be easily obtainable. TYor examﬁle, those
maintained in the gemeral collection of the ATCC and cited in
the ATCC‘cataiég should be mentioned as being deemed "freely
available". However, even if such a microorganism is easily.
obtainable at the time of filing an applica;ioﬁ for the pertinent
patént, the permanent availability of the nicroorganism is not
guaranteéd. ‘Patent cdltureé'depositéd with the ATCC are
maintained during the effective life of the pertinent U.S.
patent. If a person having had access to 'such ﬁicroorganism":
fileg an application for patent“in”Japaﬁ‘on"a'separate*invehtion
using said“micrborgaﬁism,.it is not guaranteed that the micro-

organism 1s maintained by the ATCC during the life of the

Japanese patent which will issué‘bn the application. In the case
of patent cultures deposited'with’FERH; the‘deposi#ed'microorgéﬁ- :
isms cease to exist with the discontinuance of the paymént of

the maintenance fees by the depositor. It is less probable that
the depositor continues to pay the maintenance fees after the

expiration of the pertinent patent issued to him. Therefore, it

may happen regarding the second patent on a geparate invention
using the same microorganism that the microorganism no longer is

eagily obtainable prior to the expiration of the patent or in the
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extreme case on the day the application is filed, Of course, if
the applicant of the second hpplication is the-ﬁatgntee of the
first patent, he may maintain.the deposit ofrthe microorgagism
After the éxpifation of the firét_patent. -However, if the

. applicant of the second application is not the patentee of the
first_pateﬁt, how can he:assure the availability of the miero-
organism? This Is a problem of great impqrtance.

It might then be qohsidered by the secqnd applicant to
mage a second deposit of the same microorganism. However, FER&_
is rumored to refuse to accep:_the same microorganism in _.
‘duplicate. Even if FERM does not refuse, since the person
wishing to make a re-depesit, that is, the one who had accesé to
- the deposited microorganism, is restricted in the use of the
micrporgaﬁism to aéademic regearch, he 1s not permitted to‘make
the re-deposit which is out ﬁf the scope he is ;uthqriiédﬁtq do.

No solﬁtion is provided in the draft Regulaﬁions
-regarding such problem., This is one of the problems to be

solved in the future,.
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. Reporter; Masao Tomita

" DECISIONS ON NOVC INDUSTRI CASE

T would like to report our-groﬁp'é reseatéhes.ﬁn
Nove TIndustri Case, violation.of Japanese Anti—MOnopbly'
Act by an international.agfeemeﬁt'betWeeh-Japénéée and
foreign enterprises, .on which a decision has recenﬁly

been given by the Supreme Court in Japan.

1., Introduction

It is stipulated in Anti-Moncopoly Act Article 6
-Paragraph 2 [see {a} in the attached sheet] that,-inn.
case a Japanese enterprise has concluded an internationél
agreement with a foreign one, they are obliged to submit
a report of it to the Fair Trade Commission for examina-
tion of whether the contract may contain any'provision'
correséonding to unreasonable restraint of trade and

unfair business practices,

—229-



The Novo Industri Case is the first of violations
of Japanese Anti-Monopoly Act since it was amended con-
siderably'in'lQSB [see (b) in the attached sheet].

This caSé received an elimination order in the form of

a recpmmendation decision [see (c¢) in the attached sheet]
stating as reason that the agreement clauses prohibiting
the dealing of competitive products after its termina-
tion correspond to "unfair business practices”.
Thereafter, the foreign enterpr;se Novo Industrifs
appeal for the annulment of the decision was lodged with
but dismissed by the Tokyo High Court.

Further, the demand for the revision of this judge-
ment presented to the Supreme Court by Novo Industri
was also gquashed. |

Regarding this case, many ccmments'énd criticisms .
have been raised early by informed jurigts. I introduce

 here représentative examples of themn.

2. Qutlines of Case

Novo Industri are a Danish company and Amano
Pharmaceuticals K.K., a Japanese one, Amano was given by
‘Novo an exclusive rlght for: purcha51ng “Alcalase"
"ﬁ(dlssolvable alkallne bacterla proteln enzymes) fromlmmwm

Novo and selling it over the terrltorles of. Japan and
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e om fe 4 a1 R -
SLNatiolnat AYLEClCni-.

Stipulated in the Agreement are that Amano shall
maintain the reselling price of BAlcalase and shall not
do.the_prdductibnsale'nﬁi-trade of its competitive
products during contract period and for'th;ee'years:__
after contract termination. Amano notified ‘the Fair
Tradé Commission of the Agreement two years after its
effectuation, but the commission urged Amanc to annul
it, stating ‘as .reason said three clauses viclate the

Anti-Monopoly Act Article 6 Clause 1. -Amano accepted

ing their maintenandé obligation of reselling price

was nullified by the termination of the contract but

the other two prohibiting the dealing of competitive
products still remained effective. Therefore, the

commission rendered the Rec¢ommendation Decision to the

effect that Amano shall cross out the twb provisidné}-
Novo, one qf the parties to the Agreement but not the
respdndent of the Recommendatioﬁ Decision, raised an
"appeal for the annulment of that Decision to the Tokyo‘7:
High: Court with the Commision as appellee, insisting

that the Recommendation Decision not based on any sub-

stantial evidence is in contravention of the Constitu-

tion Article 31 and the Anti-Monopoly Act Article 52
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. [see (d) and (e) in the attached sheet].

- The Court dismissed the appeal as legally inadequate
on May 19, 1971. Thﬁs, the appellant's competency as
well as interests and merits were negatived. The major

" reason of the dismission was that the appellant company
had no standing since the abating action as very admin}
istrative measure based on the Anti-Monopcly Act did
not give any direct influence on the effect of their

- acts under private laws and théy can secure its position
as one of the parties to the agreement, though it is‘
illegal, unless they are not the addressee of the
decision. Novo took the appeal to the Supreme Court
as discontented With the judgment since, éccording to
their insistence, the actual abating action was taken
against Novo and they whose rights under the contract
was violated by the decision naturally have competency

' és appellant. But, the appeal was also guashed by the
Court on November 28, 1975. The main reason of this
was that what was made on the case by the Commission
was a so-calied recommendation decision based-entirely
on acceﬁtance by the respondent at his free will and

the appellant company were not given any influence

thereby. The judgment continues that, even if Amano
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reluctantly decides the termination of the Agreement,

such one-sided termination of the Agreement should be
considered to be a unilateral termination or non-
performance of the Agreement at the intention of Amano
itself, not éompulsorily made by the Recommendation
Decision, and, therefore, Neovo shall'not be affected

bf thé Recommendatioﬁ Deéiéion. Accoﬁdihgly,.ﬁovo hzas
lack the gqualification as plentiff to petitien to Quash '

the decision, so concluded the judgment.

3. Problems

The outlines of Novo's Anti-Monopoiy Act Violation
Case are as.described above. With respect to Fair Trade
Commissibnfs'Recommendation Decision as well as Tokyo
High Court and Supereme Court's judgments, informed
jurists'here in Japan have raised varicus argﬁments.'
One of them is that the Commission's Recommendation
Decision feferred.to the application of the Ahfi—
Monopoly Act Article 6 only in relation to Amané asg
domestic enterprise and, in the Courts' judgments, the
lawsuits of the foreign company as appellan£ were treated
only within the framework of such issues of the Adminis-
trative Procedure Code as the appellant's compétency

to raise the lawsuits and of the Anti-Monopoly Act as
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the dlrference between a +ecummendatlon dec1510n and a
decision. Fundamentally 1mportant ln the case, however,
was problems respecting the appllcatlon of the Anti-

Monopoly Act to this case having an international nature.

3-1 Preblems with Extra-Territorial Application

The Institute's Recommendation Decision in which
the appeliant lawsuits originaied sﬁates that the inter-
national agreement concluded 5etween foreigﬁ and Japahese
enterpﬁiees violates the Anti-Monopoly Act Article §
Clause 1. Heretofore, there have been many arguments
whether the provision may be adequate for_so—called
extra—territofial application. The Tokyo Hight Court's
judgment points out that an elimination action‘as one i
| of very administrative mease:es”doee.ﬁot give.any. -
influence.on'the effect under private iaws of acts as
:its object whatever the Recommeedation Decision it
may be based on. According to the logic of the Court's
judgment, it can be said that the administrative measure
itself; apart from the effect under private laws;:is
Iaimed at bindinc the foreign enterprise through the

legal appllcatloﬂ of the Japanese one as its respondent.

The Supreme Court,_on the other hand re;ecned Novo s

insistence that the Instltute s Recommendatlon Decision
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was 'substantially directed against them, stating as

. reason that it is not based on the presumption;of_any
iiiegal act and the right or legal interest of any

third person shall not be affected thereby. According
to this judgment, any legal effect as far asiﬁhe
Recommendation Decision concerned is not exerted on the
foreign enterprise having no foundation in this country.
The jﬁdgment can be even inferred from this toeindirectly
state that the provision does not have any extra=-

territorial effect. In this respect, it can be consid--

ered that there is a difference, between the both Courtsg™

judgments, of the impaet given on how to interpfete the
scope of the extra terrltorlal appllcatlon of the Anti-
Monopoly Act.. It is not clear, however, how about a--.:
case of a deczslon s;nce the Supreme Court did not glve f
any judgment on:. it. Anyway, the procedure for the
Institute's. Recommendatlon Dec1510n was taken cnly w1thl
* the domestlc enterprlse as respondent. This may be
probably because ehe foreign company, as ene of the
party to the.international eéfeement, having neither '
branch nef bﬁsigees.office in this country may not |
have been considered as the object of domestic juris-
diction by the Iestitute. it was; however, a Substeﬁfial

‘fact that the violation of the Anti-Monopoly Act by the
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international agreement with an foreign enterprise as
one of the parties was gquestioned actually althopgh_the
Institute cannot gualify them ocutside of their_prﬁdedure
7 control as respondent. Such a foreign enterprise's
participation in a trial is not stipulated in the Anti-
Monopoly Act Article 59 but should not be denied in
actual applicatipn‘of the articlef

I considerﬁth;t a measure to noticing such a for-
eign enterprise of recommendétion or;trial commencement,

for example, should be taken into consideration.

l3ﬁ2 .Pfoblems with Appellant's Competency

As for the lawsuité_fér the annulment of the
Recomméndation Decision with.émano as respondent, the
both Courts concluded their trials with their judgments
based on the reason under procedure laws that Novo have
no standing as appellant without héaring their actual
-insisténce. .Behind this are such problems ﬁnder tﬁe
Anti-Mdnopoly Act as tﬁe differenée between a recommen;'
dation decision and a decision as well as the former's
presumptioh of facts.énd binding power. The real problém

in this case, however, is that Novo, beiﬁg'outside'of

Japanese procedure jurisdiction, were not qualified as

respondent of the Recommendation Decision although they
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were very one of the parties to the international agree-

ment. In treating international legal guestiong, such
consideration of how to secure the legal stability in
international legal relations that differ from domestic

ones as the balance of adjudlcatlons and the respect

for vested rights are required besmdes such pecullar

legal questions as_trlal Jur;sdlctlon and determlnatleﬁ
of what law to be epplied. It is considered,therefore,
that if a domestic law is applied'as proper_iaw in such

cases, different interpfetations and applicetions of

it from domestj_c,r..caSes. .is requ,ired..; e et et e

4, Conclugicn

Increasingly important in today's open economic
-structure is.proéer and effective application ef the
Anti-Monopoly Acﬁ to internaﬁional effairs.

Although many arguments have been raised regaru1ng
the present case as descrlbed heretofore, it lS of a
great 51gn1flcance that cuxrent Japanese Courts' concep~
tiohs of what are.the-scope of the Fair Trade Commissien's

Recommendation Decision and the extra-territorial appli-

cation of the Anti~-Monopoly Act Article 6 Paragraph 1

at this moment were clarified thereby.
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(a)

(b}

{c)

"Attached Sheets

"Anti-Monopoly Act Article & Paragraph/2"

In case any enterprise makes an international agreement

or contract, it shall submit a report on it to the Fair

Trade Commission in persuance of the regulations of the

- Fair Trade Commission within 30 days after the conclusion

of the said agreement or contract together with a copy

of the said agreement or contract.
"1953 Year's Revision of Anti-Monopoly Act"

The largest revision since its establishment. As to
Article 6, the procedure provision was ﬁot substantial-
lylreVised but the substantive ohé.ﬁas.changed throughly.
First'of.all, Article 4 was deleted'énd the provision
as to joint acts was revised so és-to prqhibit any
ihternatipnal agreement containing "ﬁnréésonable.res-

traint of trade". Second, a provision prohibiting the

¢cnclusion'of any international agreement containing

unfair business practives was inserted.

"Recommendation Decision"

" When recognizing the existence of any act violating

the_Anti-Monopoly Act, the Fair Trade Commission may

recommend any violator to take a proper measure,

—238-




{(d)

Any having received such a recommendation. shall

¢hb£ice‘fhé”é6mmission without delay whether to

accept it. If he accept it, the Commission may

give a decision to the same effect as the recommen-

dation. This ustially ¢alled recommendation decision _

is a simple elimination procedure approved with a
party's acceptance as its requirement. If a vio-
lator does not accept : its recommendation, the

Institute may made a determination to start a trial.

"Constitution Article 31"

{e)

No person shall be deprived'of life or liberty,

nor shall any other criminal penalty be imposed,

except according to procedure established by law.

"Anti-Monopoly Act Article 52"

‘A respondent or its attorney in a trial may state

any reason that the measures of the Fair Trade
Commission_as to its relevant case may be unjust,
present data evidéncing the reason, arrange a
required reference and examine.materials relating

thereto.
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DRAFT  RBB/cas
11/1/76

For Presentation to PIPA conference in Hakone, Japan on
November 9-10, 1976. _ _ '

Arthur G. Gilkes
THE TMPACT ON INTERNATIONAL LICENSING '
THAT THE DEVELOPING NATIONS ARE HAVING,
BOTH THROUGH CHANGES IN THE NATIONAL
LAWS AND THROUGH CONCERTED ACTION IN
VARIQUS INTERNATIONAL ORGANIZATIONS
SUCH AS THE UNITED NATIONS
Evaluating the impact on licensing technology in
déveloping countries in light of the actions being taken
by these countries individually and collectively at
international conventions such as UNCTAD and NIPO-dépends'on
your point of view. As a 1iéensorrof technology, which
many of the people in this room represent, the trends are
‘all bad. Almost all of the developing countries are adopt-
ing laws and policies that reduce the protection afforded to
intellectual  property. This stems from a concept common
_among the developing countries that the use of intellectaal
property, that is, pétents, trademarks and know-how licenses,
has widened rathér than narrowed the economic gap between the

develdped and the developing countries.

~ There have been many international meetings on the -

subject of technology such as the recent meeting of UNCTAD
in Nairobi. As a result of these meetings, proclamations

have been issued calling for a freer exchange of technology.
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Lovsely translated, this means the developing countries

want to recelve technology from the developed countries
free or at nominal cost. This proposal is one of a series

being developed by the so called "Group of 77" (developing

countries) to form what they call "new economic world order”.
Among the other things under consideration are:

1. A new model patent law for developing countries

being drafted by WIPQ (World Industrial Propefty

QOrganization) which is now a branch of the United

Nations.
2. Numerous revisions of the Paris Convention inciuding -
“a.provision enabling the developing countries to

discrimlnate against non-citizens in matters such

as fees, working requirements and compulsory licensing
provisiqnsL |
i3; A "Code of Conduct of Technology fransfers" being.
 drafted under the directorship of UNCTAD.(Unitea
Nations Conference on Trade and Development). This

"Code" proposed guidelines on all aspects of the

transfer of technology including the licensing of
patents,  trademarks, the supplying of know-how and

" _ technology data and including agreements covering
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technology cooperation on Turnkey projects and the like.
Most of ‘the specifics being proposed by the develop-

ing countries would, in my opinion, tend to impede or

_discourage the transfer of technology to developing

countries. TIronically, many of the representatives of

the developing countries indicate that they are attempting

to copy the example of the Japanese, who have made gféat

strides in thelr economic development by importing:technology.

However, they tend to overlook two things:

'1;' During the time the Japanese were importing
technology, they had a strong patent system in
accordance with the principles of the Parisr
‘Convention and gave the owners of such té;hnology

-:anropportﬁnity to obtain é'market share in Japan;
and, |

2. The Japanese had a supply of téchnically trained
peoplé who were capable of utilizing-thg technology

- being imported with minimum additional.training and

the ability to develop and build on that technology.

* The Japénese have used their local technical skills

- so well ‘that they are now exporting technology to
almost every country in the world including the

United States.  On the other hand, the'develbpipg_
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countries in most cases do not have the

teéhnological capabilities within the country’

to absorb and utilize the technical information

they are seeking from the developed countries.
You have to keep the demands of the‘deveioping

countries in prospective because there are at least 77

countries classified as developing countries and many

more that consider themselves as developing countries,

at least for consideration in the field of intellebtual SRR
property. Henée;atZany'international meating, the deveiopéd
countries are going to be easily out-voted by thé develop-
ing”countries. |

 4§ - You can assume that from the developing countries"
point of view, the ﬁew laws which are being proposed and

in some cases already passed are going to be beneficial to’

the “economic development of these countries. However, I
believe that the jury is still out on this question and it
will be many, many years before we can accurately evaluate

the effect 'of such new laws., The intellectual property

laws of the world are in general designed to motivate or -
‘induce the owners of technology to disclose such information
in return for an appropriate present or potential reward.

Absent’ this potential reward, will the owners of technologf
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be wiiling to make ﬁheir latest technology avgilable to
the developing countries? This is-especially true'in the
free world where the great majority of the technology is-
owned by individuals and privately owned co;porations
réther than by Governments. |

Now, the real question is whether the restrictions
.being proposed and in some cases'iﬁstituted by the develop-
ing countries, are going to prove in the long-run to be é
~disincentive to the owners of technology in licensing their
technology. In my opinion, most of these restirictions are
 g0ing to have the effect of chokiﬁg off the new and sophisti—
 cated'techno1ogy, The only technology likely to be 1icen§ed
in ﬁhe future to these countries_will be obsolete or
relatively unsophisticated technology that can be easily
~ copied. I say that this will happen in the future because,
‘right now, a number of licensors are already committed in
many developing countries. They have seﬁt technology there
under license agreements which were negotiated_at_apm?s

length between the parties and from a commercial point of

“View, Were very balanced. “However, in some Gountries the
" Government has now been interposed between the licensor and

the licensee by requiring that every contract relating to
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the transfer of technology must meet certain standards or

4

1

requirements and be approved by the Government. When the

contract is submitted for approval the Government is

committed to reject the license agreement if it contains

_certain provisions. As a result, you often find the Govern-

ment requiring changeé in the contract such as reduced terms,
reduced.fees énd increased technical assistanée. Thué, you
end up with a much less desirable contract.and it's'question~
able Ehat licensors will be anxious to enter imnto additioﬁal
licenses under these circumstances.

Some countries have gone even further, agcérding to
Deciéion 84 of the Commission of the Cartagena Agreement or
Andean Pact, the Govefnments now review technology transfexr

agreements to determine whether or not they are compatible

with broader economic and social developﬁent policies of_the
country,

I suggest to_you_that'the freedom of contract in the
area of licensing technology has been severely eroded if not
entirely eliminated: Valid agreements entered into freely
between parties are now becoming unenforceable because they
fail to cémply with the strict provisions established by -

these Governments after the date the agreement was executed.
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Now,ryou fiod yourself in-a difficolt bind. Suppose
you have already.sent your technologf to one of these
countries that are changing their-laws. 1f you_fail to
1amend your agreements to comply'ﬁith the new law, you
cannot enforce the agreement. Do you walk away and leave
_'your technology there, completely unprotected by contract,
or do you amend your agreement so that you can continue to
;receive some peyment or other compensation for your
technology? |

It’s interesting that in the patent field at.a time
when ﬁany of the deﬁeloped countries in the world are amend-
H-oihg their Jaws to strengthen the patent system in teCOgnition
.oflthe‘contribution that that system has,ﬁede to the'devclopm
oentlof their economies, the developing countries are going
“In just the 0pp051te dlrectlon. They are reducing therpro-
o tection afforded by patents. They are reducing the term-and

i cuttiﬁg out'significant segments of products that can be
covered by petents. For example, the Mexican law which was

passed in February of thlS year ellmlnates patent protPctlon

-for pharmaceutlcals certaln chemlcals and processes and antl-'

pollutlon apparatus. The term of the patent has been reduced
 -to ten years, some very strict use requlrements have been

'added S0 that as: ‘a practlcal matter, 1if you failed to comply
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with the use requiremernts, your patent could become invalid

and nﬂnnfopceablewinma_shoﬁeLpefiadwof+£oufmyears.
. In ‘the area of trademarks, the térm‘of tradémarks has’

been réducea in some countries. In at least Ohe'cduntfy;'

laws have been passed which require that if you license your

trgdeﬁark to a national company, at the eqd of a given period

of time you have to give that company the free right to use

either that trademark or one which is substantially identical.

In Mexico, the ‘same law which I just mentioned reqﬁires that'z

if you liceénse your trademark in Mexiggi you m9§F rquj;é_tﬁg;
tﬁémii;ensee put on the same product with equal prominence é"
Mexican trademark. In discussing this law with Méxican,chﬁﬁgix
and Government officials in Mexicd, it is clear that the iﬁtéﬁt
and‘ purpose of the law is to eliminate completely within a-
Short period of time the reliance of Mgkican companies on

the trademarks of their licensors.

JIn the area of technology,.or what maﬁy pebple call
know-how, the developing countries ére imposing what I'éonsider@
to be very severe restrictions. Ironically, this is exactly |
the area where developing countries need the most help.  An
example 6f.such.restrictions is Decision: 24 of the Commissiqm
of the Cartagena Agrcement or Andean Pact which requires tﬁef.

Government to reject any technology transfer agreement if if' 
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contains any of a certain list of 14 provisions. Among

these provisions are many which licensors usgally.consider'
‘critical to.the control of its technology. Such provisions

as those allowing the licensor to retain title to its
technology of requiring the licensee to treat the information
recelved as confidential will precipitate a rejection of the
license agreement by the Government.

In,discussing this situation with certain Latin

.American officials, they make it very clear that their
intention is to ao away with the traditioﬁal_concept of

. licensing and adopt a concept of purchasing technology. 1In

.oﬁher.words, a monetary value is placed on the technology and

V'llﬁhen the price is paid, there is no limitation on what the
iicenéee can do with the technology'reéeived under tﬁe license.
Without the protection afforded by title and confidentiality |
clauses, the licensor runs a significant risk that within a -
matter of a few short years the licemsed technology will end
:up in the hands of your number one .competitor in your home
market,

“Another popular provision of-the Governments of some |~

developing countries is that they demand an exclusive license
for their country plus absolutely no restrictions on exporting

the product of the technology. This places the licensor in a.
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very interesting position: if you grant a license under

your technology in a country X and they demand an exclusive

license and the right to sell anywhere, what happens when
you go to another c¢ountry Y and license your technology

and they demand the same thing, an excluslve license and
the right to sell thé 1i¢ensed_pfoducts everywhere? Since
you have alfeady giﬁen the right to country X to sell every-
ﬁhere, you cannét in good conscilence grant an exclusivé
license in the secoﬁd country. These are very harshiprof

visiohs which make it very difficult te justify liﬁensing

under such terms to a company in such a developing country

with a limited market.
There are a number of other restrictive provisions.

As far as I am concerned, the most éignificant is the deter-

1y

mination of what rights the licensee has in the technology ac -

the end of the agreemeﬁt. This is cpmpounded in countries
where they are trying to force licensors to accept know—how”'
agreements having terms of only three or four years.

Many -developing countries require the licemsor to update
the licensed technology continuously to the end of the agree-
mentT This requirement coupled with the demand that the
licensee has the free right to use the technology at the end

of the agreement creates a dilema for the licensor. For
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éxample, assume that one month before the end of your
agféement, your research lab comes through with a major
breakthrough.related to the licensed technology worth
milliohs of dollars. _Accqrding to contract, you are
obligated to disclose this to the licensee and one month
later they are free to do with it whatever they pleaser
such as disclosing it to your competitors. |

You are going to hear speeches, or read comments
from-officiais from some of the developing countries
that will state that.they have not seen any adverse impact
from the new laws--that they have not seen auwithdrawal of
the companies from licensing in their countries. I submit
to you that they have not experienced such an impact because
it is going to take time before the impact will be felt. A
Those of us who have licensees in developing countries already
- have our technology exposed. The real test is going to come
.ih the next round ﬁhen they ask us for the-ﬁew technology.

That is when the impact will be felt,
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AS@@#&eympﬁevisions;a:eﬁusualiymiﬂcludﬁH in.-license

agreement involving know-how. The provisions are very

‘common and almost standardized as per attached shéet-l.

In this presentétion, T would like to discuss what kind
'of:secrecy obligation should licensee take in case no |
exception clauses are provided in secrecy provisions.
Special reference will be made to the case where disclésure
fo government of confidential information (sometimés

even licensed know-how)} is reqﬁired, which is betcoming

very popular reéently. As basié of this discussibn; T

would like to start with characterization of know-ﬁow.

1. What is know-how?

According to ICC's defimnition "know-how means'applied.

~technical knowledge, methods and data hecessary for
réalizing or carrying out in practice techniques

which serve industrial purpose. Where such krnow-how
is of a secret character, it constitﬁtes a valuable
business asset and should be protected in law". In
other words, even publicly known information such as
the information written in text book ¢an be know-how if
the information is valuable for industrial purpose and

can be object of license or at least object'of payment ,

. However, in order for know-how to be business asset
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and an object of protection by law, know-how has
to be secret.
Viéwing from the stand point of protection, know-how

has its basic characteristics in confidentiality.

Why know-how has to be kept confidemtial?

According to Article 68 of Japanese Patent Law,

"Patentee can have exclusive right to practice the

invention for commercial purpose' and monopolistic
'power is granted to patentee. This basic principlé

of patent is almost same in many other developed

countries. In other words, it is only patentee that

can practice invention for commercial purpose in the

geographic area where the patent law controlls. If

.thefe is anyone,. other than patentee, that-practices

the invention for commercial purpose, the patentee
can file injunction against him to discontinue the
practice of the invention, claim for damage and for

unjust enrichment resulting from infringement. of

patent right.

- By these procedures, pétentee can have power to

“vention. Patent Law grants this monopolizing power

or excluding power to patentee in exchange for and.
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as a compensation for disclosure to public of the

invention for_the purpose of“dgvglopmgpt of_tech—

_nology,= Take thls the other way round patentee can
have hlS 1nvent10n protected from unauthorlzed use
by other peoPle even after publlc dlsclosure by pub—_
llcatlon of patent because of thls excludlng power.
How is the situatipn with know-how? One of the
characteristics of know-how is in its confidentialit;.
The monopolizing or gxcluding_pdwer, bei ng granted

. to patented information in exchange for-disclosure’of
the-invehtion to help_develop_technology; there isn't
any justificatiqn for granting protection by exclud- -
ing_power toe know-how which calls for confidentiality'
and does not allow disclosure to the public. Here.
is. the basic difference between palent and know-how,
Thereforg, know-hoWw can be used by anyone without

any restriction, if he owns. the know-how or if he
obtains the know-how lawfully from others having
lawful right to disclose. And nobody can exclude
others ffom using it or demand others to discontinue
to use it (unless the latter obtains the know-how
unlanuily) on the ground-fhat he owns the same
know-how or he has been using the know-how. Restate-

ment Torts 757 Comment a states "Anybody can use
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trade secret (know-how) of others éo long as there

is no breach of contrgct, abuse of confidence or
impropriety in the method of procurement". Therefore,
oﬁly way by which you can protect valuable information,

know-how from use by others is to keep in confidence.

'Standard set forth by ICC for protectionlof know-how

states "Know-how should be regardéd ag secret in

character if it has not been published in a from

‘available to the publie and the undertaking which

has developed it or lawfully acquired it takes a1l
reasonable steps to prevent its unauthorized
disclosure”. Further, Restatement Torts 757 Comment

b states "a substantial element of sgecrecy must

~exist (in trade secret), so that, except by the use

of improper means, there would be difficﬁlfy in

-acquiring the information®. From these, we can

conclude that know-how requires the owner thersof
to take appropriate measure to keep it confidential,

This dis the very reason why secrecy provisions are

~included in license agreement,

. ¥y exception.clauses.are.sef..fior - secrecy-provisionsg?

Secrecy provisions normally contain exception’

clauses as set forth in Attached Sheet-1, Since .
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know-how has no excluding power like patent, it is
possible that plurality of man own the same know-low.

One of the owners (licensor) of know-hoW cannot

restrict use of the know-how by others (licensee) only

because he {the former) is the owner of the know-how

- which the latter {licensee) also owns. At least,

~licensee can reject such c¢laim by licensor, if he

makes. This is the theoretical ground upon which
licensee can put exception clauses of {1) and (3),

i.e., "information in the possession of receiving

party at the time of disclosure” and "information ‘to ‘

bémbgfaiﬁ;é”bj f;;éi;ingtﬁéftfrgf;ﬁ thigé party.hav-
ing lawful right to disclose! respectively in secrecy
provisions.

Characteristics of know-how ié in its confidentiality.
Information, once lost its confidentiality, cannot

be know-how, be it éver'so useful for industrial
purpose and one cannot have any theoretical ground to
put any secrecy obligation and restriction on use

for such information. Therefore, receiving party =
can claim to put excéption clause (2), i.e.,
"information which is known to the public at the

time of disclosure or thereafter'bécomes'knoﬁn to

the public ,.....".
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It is guite natural for licensor to try to protect

~its know-how by imposing secrecy obligations to

licensee. However, due consideration should be

made to avoid the case wWhere over protection results

.in failure of licensee to accomplish the objectives

that he intended to achieve by licensing arrangement.
Licensee goes into licensing agreement to enable him

to use the know-how for engineering, constructiomn .

_Vand/or_operation of plant. If he cannot disclose

the know-how to officers, employee of its company

and/or contractor to be employed for such purpose,.

_.iny.because licensor sticks to complete secrecy

agreement, then there is mo use for licensee.to go:

into licensing agreement. This is the reason for.

setting exclusion c¢lauses of 2 and 3.

What is secrecy obligation - -of licensee if there is

no exception clause? .

If licensee signs secrecy agreement without excep- -

tion clauses and if afterwards

(1) it is found that licensee owned, at the time of

T regeipt of  informaticn,; the same ifnformation ws T

that was disclosed by licensor,

(2) the information becomes publicly known, or.

—257— .




{3) it becomes necessary for licensee to disclose

the information to third party, éontfabtor,

can licensee be exempted from secrecy obligation

accordingly?

So long as licensor does not agrée to the éxéﬁﬁfion,
licensee cannot be relieved 6f—thé'secrecy and
noﬁ—uéenébiigéfidﬁi"Aé'étafed.Befofe, it is.hof

because licensor has legal obligation to put.eicéﬁ—

tion clauses but because licensee has sound basis to

claim licensor for such exception and licensor has

no reason to reject such licensee's request that

excéﬁiién élaﬁsés'éfé'inciﬁdé& in sééfeéfvéiovisiéns.
It comes, therefore, that although licensee éaﬁi‘
demand licensor to ineclude exception clauses in
secrecy prdvisioné when négotiating'the agreéﬁént;
what controls the parties is what is written in'tﬁé'
agreement once the agreement is.signed_and tﬁaf
licensee cannot be exempted'that paft of seére§} éﬁd
non-use obligations if there is no'éxplicit exception
clause written in the agreement. :Alfhough we tfiéd
to find out cases involving this typé of situation;.
we could not find any such cases in Japan. |
In the United Stafes, thefé iﬁ a.case,:Warnef—Lambert'
Pharmaceutical Co., Inc. v. John J. Reynolds, Inc. '

- -~ 258-—



(U. s. Distriect Court, s. D. N. Y. 1959). According
to - court decision, licensee had to continue to pay
royalty as much as 1.5 million dollars per year
even after the licensed knoﬁ—hqw became publicly
available while competitors could use the know-how
freely onlyrbecause there was no exception clause
for secrecy and non-use obligation included in the

" agreement for publicly available information. In
‘this_decision‘court says "What gbverﬁs fhe parties
'ts the aéreemént should be decided by the parties
and by what is written in the agreemént". In other
case, Allen Qualley Co. v. Shellmar Products Cq.,
~Shellmar had to_keep the information that was disf
¢losed to it‘by Allen Qualley in confideénce even
.fhough the information became known fo the public
through issuance of patent, since there was ne ex-
ception clause in the agreement for publicly known
informétion. As these two cases show, what is
explicitly written in the agreement governs the
parties and licensee cannot be exempted from its

.secrecy obligation automatically for the informa-

wéﬁ;gnﬂjhatwismknownﬂtpﬁ;ngnséeworwpup;igwaxw;hew¢imemTTﬁﬁﬁ

" of disclosure. Therefore, it is very important for
licensee to have exception clause included in the
agreement,
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New ékceptioh, disclosure to govermnnent
Exception clause listed in Attached Sheet~1 is of

standard type and suffice for ordinary use,

Recentlﬁ, however, we frequenﬁiy are put in a.situau
tion where additional exception clause is needed.
That is exception clause for disclosure of know-how
to govermment body. As we actuaily experienced
recently, most of the confidential information we
furnished under license to our licensee in U.S.A.
was forced to be disclosed to EPA. In other casé,
our 1iceﬁség‘in.Wést Germéﬁy had fo.submit process
flow sheet, élot plan and Other.coﬁfidentiai infof4 '
mation to government office in'charge of saféty

and environﬁéntal control in order to obtain
government approval for construction of the plénf.
In Japan too, same thing could happen._ As‘listed

in Attached Sheet-2 there are several laws and

regulations already in force that may call for

disclosure to government of confidential information.

Under some of these regulations, anyone who wants

to build new facilities has to submit information

about process which normally includes know-how to
government to get approval for new facilities.

These regﬁiations being pafticularly from stand .
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point of safety, scrutiny of plant and process

will be made, particuldrly when major accident such
.as explosion happens, thus resuliing in dnglosure
of kncw—;ow; Othexwise reoﬁening of plant canﬁot
bé approved. These are the examples of regulations
for‘éhemical industry but there must bé similar
Afegﬁlations that callrfor disclosﬁre of.confidential
information in other industr§, 1ike pharmaceutical,
'iroﬁ_and steel and 56 forfh.

Iﬁ any of these cases, confidential informgtion can
lbé kepf confidential sinqe government empioyees.are
bound by secrgcf‘obiigaéion according tq_Thg. |
ﬁafibnal Public Service Law, )

'We:één.say tﬁét disclosure to government is.very
similar fto disclosure to coﬁtraétor in thé following
two.respects: (

(1) Information can be kept confidential.
.(2) ﬁithouf-disclosuré, objectives of 1icense;

fhat is, to.use the:know—how for the purpose'
_ éontempléted canﬁot be achievéd.' |

By the same reason as employed for disclosure to

' contractor, prospective licensee can request excep- o

Pt e

‘‘‘‘‘‘‘‘‘‘‘ e

tion clause for disclosure to governmment in
negotiating the agreement. But how is the secrecy

obligation of licensee handled if there is no

—261-




exception;clause included in the secrecy provisiors

and afterward licensee is foaorced in-a situation io

_disclose confidential information to government,
.contrary to intention of licensor? Can licensce

- not be exempted of secrecy obligafion Just iike_the
case for disclosure to contractor?

‘We believe that following two facts will dominate in
decidiﬁg the extent of secrecy obligation that -
licensee has to aésume.in this case.

(1) the fact that licensee as well as licensor "

cannct predict whether or not ox when this type: . .

of regulation comes-into effect.

(2) the fact that disclosure to government is médé

- in accordance with what public law requires.
It comes, therefore, that for licensee it is Very
difficult fto be exempted of secrecy obligafion-
withbutnwritten-statement about'exémption if the -
 regulation was already . in effect~priof'to executioﬁ*
of -the license agreeﬁent, since licensee is supposed
to know the existence of the regulation and 1iceh3éé
cannot claim mistake in fact pursuant to Article 95
of Civil Law in.finalizing the agreement, in view:'
of the fact that regulations are published in

something like Federal Register.
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On the other hand, if the regulation comes into
'effect after execution of the agreement, licensee
.can claim mistake in executing the agreement on the
ground that such regulation was‘unpredictabie at the
time of execution of the agreement and can termim te
the agreement or can be exempted of secrecy obliga-
tion on the basis of incompliability of the agreement
if the objecti#es of agreement cannot be achieved
_without disclosure of the information.

Further, licensee can be exempted of secrecy
'obligation on. the basis of principle of supremacy

. of public law (regulation)'ovér-private-law |
'(1icense-agreement) or on the basis of "force ma jeure,
if the agreement includes "government restraint" as
force majeure. |

In this respect, we believe that disclosure to
government has different nature than discldsure to
contractor. What we mentioned here is, however, very
delicate and may be subject to different"intefpreta-
tion, resulting in a lot of argument. And also,

as. time goes, this kind of governmental regulation

‘becomes ubiquitous and very popular in many
.éountries and therefore licensee may not be able to

c¢laim unpredictability of the regulétion or mistake
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in executing agreement any more. To avoid any

dispute in future, we would like to suggest you to
ha*t'fe“"ici*eat*"re*fe‘reﬁc*e““ftU"""di"s"C':’!:U'suremtv“gove e Tt T

secrecy provision in licensing agreement.
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Attached Sheet -~ 1

Receiving party undertakes that for vears

" from the date of the agreement, it will keep in

confidence. and secret, nolt divulge to others and

ﬁot use fof any purpose other than provided for by

this agreement without prior writtem consent by

disclosing party all confidential information dis-

closed to receiving party pursuant to this agreement

except the information which

(1) was in the possession of receiving party at the
time of disclosure thereof by disclosing party
to receiving party, which shall be demonstrated
by receiving party by written record and not
was previously acquired directly or indirectly
from disclosing party |

(2) at the tiﬁe of disclosure to receiving partf,
is known to the public as evidenced-by printed
publication or thereafter becomes'known to the
public by publication or otherwise without

default on the part of the receiving party.

e

“(5) 15 obtained by Teceiving party without any

restriction on disélosure; from an independent
party having full right to disclose.
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2. Notwithstanding the above, the receiving party may
disclose the confidential information to contractor,

which shall previously be approved and confirmed in

writing by discliosing party, only te the extent that

is necessary’for-design,-construction and maintenance:
of thé plaﬁt by the contfactor; provided, h6wg§er,
that receiving ﬁartﬁ shéll cause the éontfactér to
execute secrecy agreemenfuwhiéh.is no 1ess.st£ict

than thé secfecy'pfovision hereunder. '
3. Notwithstanding the above paragraph 1, receiving
officers and employees of receiving party that are

directly involved in and necessary for the performance

of the project. TReceiving party shall be‘fully

responsible for observation of secrecy obligation

by such officers and employees.
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Attached Sheet - 2

Laws and Regulations that may cail for

" disclosure of Confidential Inﬁofmation

Ministry of International Trade and Industry

1) high pressure gas control law o

2). factory'location law o

3) 1law concerning examination and régulation of

manufacture, eté. of chemical substances

%) pollution control system

Ministry of Home Affairs (Fire Defence Agency)

1) fire service law .

2)' law'concerning'prevehtion of disaster in petro-

leum refining complex etc. *

Environment Agency

‘1) basic law for environment pollution control

i) air pollution control law

ii) water pollution control law

Ministry of Labor

_,'l) labor standard law

i) industrial safety and hygene law *
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5. Ministry of Transport

1} marine pollution prevention law

6. Science and Technology Agency

1) 1law concerning handling of isotopes *

2) law concerning atomic enerzy *

*  Official titles were not available.
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Over the last several yéars the emerging but
still less developed nations of the world have
initiated in the Unitéd Nations an effort to set up
a "new world economic order." This group of nations
sometimes referred to as the Group of 77, has ameng
other strategles, seized upon revision of the world
intellectuzl property systems as one device for
reaching this general goal. .In such efforts they
have been generally opposed by the‘deveIOped nations
sometimes known as the B Group of Natlons and have
@ad cccasional but significant support from the
" Sociglist Bloc of Nations.

Two specifie efforts involve revision of the
Paris Convention for the Protection of Industrial
Property and revision.of the Model Law Tor
Developing Countries drafted by WIPO several years
ago in connectioh with ﬁhe‘assistance provisions
of the Patent Cooperation Treaty.

In each éése, WIPO has held so-called
~ "meetings of éxperts“.to’Consider proposals put

forward by the developing nations. There have been
three meetings of an Ad Hoc Group of Governmental
Experts on the Revision of the Paris Conventicn and
. four sessions of a Working Group on the Model Law
for Developing Countries. PIPA has been represented

as observer organization at these meetings and
" excellent reports on these meetings were presented
at the last Annual Congress in Boston by Dr. Kish

“of the Kmerican Group. The most recent meetings of
- the two groups were held in Switzerland last June.
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PA wes repres ted by Mr. Matsui, Mr. Levine and
se the Paris Conventicn meetings and I zlso
attended the Hodel Lew meetings. '

| As suggested, the developlng rations seek

= Al

to create 2 new world economic order in whﬂch the
remalﬂlng groups of countrles will g“anu preiferences
to them to assist them in 1m0“ov1ng condltlonb

within their countries. In connection with

intellectual property, it is the apparent goal to

revise existing international arrangements to_
mandate preferentizl treatment for the naticorals oP

developing countrles. This &approach is ol course,

in derogation of the Paris Convention anc a number

of questions have been identified for detalled

consideration by the study group. Uniortunat ely,
at the second meeting of the Ad Hoc Group of Experts,
political-philoscphical considerations toock
precedence over'deta*led consideratioh of the
existing Paris Unﬂon Conventlon language and the
pri ary aut,ntion was alrected to a Declavatlon of

Jectives for ReVﬂ51on of the Union.
The resultlng declaration has not been fo*mally

adopted by any nation but nevertheless appears _
destined to guide the aetlons of WIpQ. This docum,nu
states pOllplCa_ goals and is based on assumptions
concerning the effects of the present convention whlch

" have no agreed foundatﬂon in fact.

Desp¢te this dlver51on, the“e was dﬁseu331on_u_
in considerable depth of the pOSSWblllty of maﬁlnc .
inventors'certificates the full eguivelent of nauents

within the meaning of the Paris Convention and of th:r
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guestion of whether the provisicns regar

OQ

independence of patents should be maintained.
'All other gquesticns wers deferred until the
meeting held last July. There, although the
agenda had included discussicn of importation,
working and sanctions for non-~working as well as
a discussion of preferential treatment for
developlng rations without reciprocity, a large
part of the time was spent in further discussion
of the invehtors'certificate issue which was not
resolved. There was discussion of the guestion
whether unan1m1ty or a guelified magorluy weuld
be sufficlient for the voting procedure in a
revision conference and é number of relatively
unimportant maitters 1nv01v1ng trademarks, industrial
designs, false indications of orlgln and the like
were glven p3351ﬂg consideration. .
In addition, and most significantly, a
‘rescluticn was passed requesting the Paris Unien
Assembly %to plan for a diplomatic conference to
'carry out revision of the Faris Convcnt‘cn and
'a¢rect1ng the Secretariat to orepa”e the nccnssa"J
working decuments. Thils reguest has sinece been
“honered and the Ad Hoc Committee of Experts has now

becone a Drbna”aucﬂv InbEﬂ-gove"ﬂmentaT Committee

on the Revisicn of the Paris Convention. The first
-meeting of this new oraanization which includes the

admhoc committee is

same cast of character

'to be convened in Geneva two weeks hence and PIPA

will again be represented.
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At The coming meeting only four matters are

- on the published agenda since WIPO has apparently

pecome convinced that more ambltious agendas ars

never completed. These include (1) importation,

working, and sanctions for non-working; (2) inventors!
certificates; (3) preférehfial treatment without
reciprocity in connection with fees and the pricrity
period and (4) the unanimity or qualified majorities
in voting. -

During the last several years, the group of
experts considering the model law has wrestled with
the question of how to draft a model law which might-

be adopﬁed by develbping countries and which would

serve the needs of such countries without hopelessly
discriminating against nationals of other countries.
WIPO has, as a result of a number of these meetings,

preparad a new draft model law which is being

considered in sesctions. 'Thus far, the most
contrgversial issue has not been reached. This

~invelves the incorporation in the Model Law of the

so~called "Code of Cohduct" which would require certain.
acts on the part of potentizl licensors and prohibit
other acts by them. Indeed, the recently revised

laws of séveral countries establish agencies which
apprové only those proposed license agreements which
ére in accord with a code of conduct. I am pleased

to report that Dr. Kish, whom I mentioned in

connection with the earlier reports at the Boston
Congress willl be present as PIPA's represehtative'at
the fifth Model Law Session which will take place

three weeks from now in Gensva, Switzerland.
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Abstract:

TIn case the Paris Convention should be revised along

"patentee to justify the reason for failure to work,

marketed with permission by the authorities concerned.

REVISION OF PARIS CONVENTION,
VIEWED FROM STANDPOINT OF JAPAN

November.lo, 1976
PIPA Hakone Meeting

'Japanese Group Committee No. 3

Reporter: Shoji Matsui

the proposals by developing countries and, as a result,

should the patentee be unable. to prevent a third party

from impofting articles incorperating the patented

invention or made bj'thg patented process, the patent
right would be unduly weakened. Also, if.the.pafénf
should lapse or be revoked due to only five-year non-

working or insufficient working without allowing the

the patent, e.g. concerning medicines, would cease to

exist before the patented product could actually be

We do not think that such proposed revisions are

appropriate and would serve for industrialization and

developrment 6T techiclogy in developing countries. ™
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‘Contents:

At the June meeting of WIPO held in Lausaqne. Switzer-

land'on the revision of the Paris Convent;on, such
issues, among othefs, as "Working", ;Importation",
"Sanctlons for non-worklng" ”Special.ﬁeasures protéét-
ing the public 1nterest" were scheduled to Be debated,
but these issues were not actually dlscussed due to z
shortage of time. Of these issues, I would like to
_presént‘my viewé on “Impbrtatioh" and "Sénctiéhs fon
non—workiﬁg", téking into gcéouﬁt fhe.standébint‘bfﬁ'

Japan.

As wyou are.awﬁre; some develo?ing countries have proposed
to revise the Paris Convention with the main objective
to promote technology transfer from developed countries,
which would serve for industrialization and development
of technology in their countries.

However, amohg their proposals there are found a few
propbsals sﬁch as "Any notifying developing country.-
shall be free to provide or not to provide in its
national law for a right of the patent owner to prevent .
an unauthqrizedrimportation of articles", or "The patent
shall lapse or may be revoked where the patented inven-
tion is not worked or is not sufficiently worked, without

allowing the patentee to justify the reason for ther'
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failure to work",  In my opinion, these pro?osals, if
_adoptéd in the national laws, would not serve for.the
materialization?of their objectives, viewed from the
experieﬁce of Japan.

Today, I would like to take up some points from para-
graphs (2) and (3) of the Proposed Draft Text for the
June meeting of WIPO,‘which seem to bé most probléméti-
‘cal. | | |

First, I would like to point out“that.the insertion of
the provision as proposed in paragraph (2)}(a) into the
Paris Convention, "Any notifying developing country
shall be free to provide or not to provide in its
national law for a right of the owner of the patent to
pfevent others from.importing_into its territdrf,
 without his authorization, articles incorporating the
'pafented invention or made by the patented process"
would be contrary to the primary objectives of the
revision of the Paris Convention, i.e. to promote the
actual working of inventions in each country itself,
to improve the conditions for transfer of technology

from industrialized to developing countries, and to

o faciTitate the development "6f technology by developing

countries. This paragraph (2){a) states that each
 notifying developing country has a freedom to provide
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or not to provide for a right of the patent ownexr to

prevent importation of articles manufactured abroad.

Howevef, if any notifying developing country proposed
in”paragraph_(l) of;the,Draft Text should provide in
its national law that.the patentee cannot prevent
importation;of-articles incorporating tha-patenfed'
invention or made by the patentéd process, I am afraid
tgat such provision might serve for promoting import
of finished products rather than techunology transfer

from the developed countries. Since a means of import

_may be an easy.way . of meeting domestic.needs, it-might-— e

be beneficial to such country from the short-term view-
point, and, temporarily, less-expensive articles might
flow into the market of_the-cduntry;"However, éhould",
any cou;try-continue importing articles of domestic
needs from abroad, nationals of the cduntry would ioSé
incentive to make inventive:activity for the de?eiopmeﬁt
of new technology, and as a result, primary objectives
of decreasing gaps in the field of-teqhnoldgy by de-
veloping countries may not be achieved permanently.
Thus, developing countries_wguld lose a.chance of'méking
best use of their own national resources as well as
their human resources.

It should further be noted that even when the patent:
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owner or his_licensee is actually working his invention
in the country where the patent was granted, articles
manufactured abroad by the.patented invention would be
allowed to flow into the country. Such import would
give a big blow to the actual working person and should
have him give up techno;ogy transfer through a patent .
"tp the country afterwards.

Also, if the patentee cannot prevent such act of import,
the effect of patent right would bé-considerably re-
stricted or weakened, and the owners of technology in_
developed.countrigs_would lose incentive to transfer
their technology to developing countries. A result of

-losing their_incentive of technology transfer is, need-

less to say, a brake on domestic innovation and develop-

ment of technology in déveloping countries.
Frqm this_viewpoint,_l believe that the insertion into

the Paris Convention of the provision as .proposed in

paragraph (2){a) would not serve for the mutual interests

of devéloped as well as developing countries.
According to the Japanese patent system, a patentee has

. a right to prevent import of articles manufactured

Ca product as well as a patent conceruning the invention.

of a procesgs of manufacturing thereof.
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I think it i not too much to say that the Japaiese’

patent system served a great deal to stimulate invest-

ment of foreign corpbrations-which_originaiiy developed
a new technology.

Next, let me present views on paragraph (3), particularly
(3)(d), of the Proposed Draft Text.  Paragraph (3)(d)
states that any notifying develﬁping'country'may-provide
in its natiomal law that the patent shall lapse or may
be revoked due. to non-working or insufficient working,
without giving the patentee an opportunity to justify
"”the>reasonﬂafterwthe»lapse~of~fivemyéarswffom theigranf;"
i.g. three-year non-working orsinsufficient Wkaing plus
two years ffom.the end. of the time limit (or seven years
from filing under a deferred examination system). |

I should say that this provision, if enacted, would be
too stringent to the pafentee and lack proper protectibn 
6f the.patent right.

Take the case of development of é‘new medicine,‘for"'i'
eXample;

waadays, it ;s the case in many countries that eight

to 10 odd years are usually reguired to collect clinical
data, to obtain approval of thexcompetent_authori#iest
and to introduce it into the market. It is;é recent:

tendency that the longer period is mecessary between: -
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discovery of a certain new compound and its marketing.
Therefore, if a patent lapses or be'revoked-due to only
five-year non-working or insufficient working, it may
happen that there remains no patent life before the
product is actually put into the market. Also, there
might arisé such a case that a smart person who wishes
to work the patented invention might just await for
five years until the patent lapses or be reﬁoked,
without accepting the license offer by the patentee.
Even thougﬁ-everyone is surelf in agreement on the
principle itself of the obligation to work an invention,
_it is'obviQus that working in many countries where the
protection ofrthe invention.is_sought for ié'practically :
.impossible and,_furthermoré,.wbuld evenabe uneconomical.
Therefore, in order t§ aveoid sucﬁ problems as mentioned
~above in connection with parégraphr(B)(d); T would like
to propose to supplement thelfollowing'wordings in hg
_proposed provision:

That is;

.1. To insert, ﬁExceptIin cases‘whefe the patentse his

justified non-working or insufficient working by

ghowing legitimate reason
‘for failure to work"™, in the same fashioxn as those

covered by Article 5A paragraph (&),
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2 To ingert, ""’Thé ‘patent shall lapse I.o;' ”may_ be I.‘eVOi{ed‘
' in cases wﬁere;the-grant of the.néﬁ—voluntary license
would not have been. sufficient to prevent abusQ of
the patent.right" in the same fashion as those stéted.i
in Article 5A paragraph (3)1 |
3. To inseft, "Thé patentee has a rigﬁt to appeal against
'laﬁse or'revocétion-of his pateni dﬁe tb.nonﬁworking’~

or insufficient working if he is dissatisfied with

the disposition’. .
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PR/GE/TI/L3 |

C oM wem s
AvsEX IIX

SSCLARATION:
O «TlZ 0BIECTIN

OF TEE REVISZON- OF THE PARIS  CONVE V NI

. The revisicon of the Paris Conventicn should alm to congri

1 nuta to the estab=-
ishmant.of a new econcnic order. in the werld.in. wWhich sccial, justice prevails
unq cconomic inequalities betwecn natlods -gre réduced.
© 2. Industrial property, in particular as it relates to inventions, should con

sti“utc an element in the process of the transigr of techrology and should contri-
bute to the achievement of new technelogical advancas. It should serve the goals
‘©f a new economic order, in particular through the industrialization of daveloping

countries.

3. Thus, any new orientation in the Industrial property field, in particuler
any revisicen of the Paris Convantion and tha model laws for devaleping ccuntsias,
shoutd be usdertaken taking into account inter zlia the following cbisctives: -

(L) to give .L’l'“occqﬂ.tioﬁ 1o the needs for accnomic and social davalep-
ment of countries and to engsura a progpex balance betwaen thuza ECGCu and tha
rﬁqh:s q:aﬂteﬁ ny patantas

(Li) o ?romotc tha actual working of inventions in each country itsell;
1i) to establish the principal oblirauic” and rights of the ownexs of in=-
dustrial propernty rights,

{iv} ‘to facilitate the development of techs 10logy by developing countzies an
to improve the conditions for-the transier of tethnology Irom industrialized to
deVe‘op*ng countries under fair and rzasonable terms;

{v] to encourage inventlve activity in the developing countries;

{vi)} to increcasc the potential of cevaloming countxies. in judging the raal
value of inventions for which pﬁotectio1 1z regueéested in screening and contr
ling llcensing contracts; in improving information +or local industry;

i {vii) - to contribute to the bullding of the instiitutional iﬁ--adtvnc tuta In

deVelopiﬂg countries designed to serve the above purposes, particalarly the

medernization or creatlon of industrial pwopezty ofiflces, teehniczl Socumanzation

centers and information services at the disposal of national industry and nasional
- inventors; .

{viii) to enable member countries to taka all appropriate maasures Iin crder
- to prevent abusive practices in the £ield of indusirlal preperiy; ’

{1x) in general to ensure that all forms of induscrial propverty, including
,t:ademarxs, be designed to facilitate economic developrment and to ensutre co-

operation between countries having different systems of industrial propesty
P“Ouﬂctioﬁo . .
4. As far as revision of the Parls Conventlon 45 concorned, consideration is

o be givcn to gertain defined cases in which exceptions and/ox ccr"eczives to
tho principles of nationals tremmhont and indopandonca of patnntu, and n:::crc“--a‘
treatment fox developing conntries should be allowed... S .

s. Ona of the principal immediaie and cont inuing tasks with zegard to industria
*operty should be, by establishing within the Paris Unicn and by stranghtening
ithin WIPO special services for developing countries, t0 provide in the shoriess
: po,sible time the necessary technical’ assistance to heiL da clop-ng countrics
" strongthen thalr sclontlific and tochuolon*c&l IElrastmmetuns, and 0 troin thedr;
. gpeclialista.

§. Conmsideration should be given to the guestion of egualiiy of troathent for
txisting Zorms of protection of indudtrlizl properiy.
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PR/CE/TX/L13
Annex ITI, page 2

Y. International treaties within the"competence of WIFO, in parbtizular the
Paria Convention, should bo framed in the light cf_tha above cbjectives, lezving
a maximum degree of liberty to ecach country to adopt appropriste measuras on tha
legislative and administrakive levels consistent with its nee2és and social,
‘economic and devolopment policy.

'8, The principal Ilines of this declaration should be cowsideved for iﬂco—po"a— )
tion as a part of any Preamblae.to the ‘Paris Convention in order to redefina in-

dugtrial property concapts in an affort to hatter meet the neeas and aspir;tioas{
of davalopinq count:iea. -

IE.d of doc;ment]
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PR/GZ/IIZ/3
page 11

[PROPOSED DRAFT TEXT, Continued]

(2}  [Immoxztzticon] (a) aAny notifving daveloping countsy shall te Ires

to provide cr not ta provide in its national law for a right of the cwner o
the patent Lo pravent others IZrom importing into its territory, withcuz his
cauthorization, articles incerporating the patented invention or made by the

patented process.

‘r—‘

{b} No notifying devéloping country shall regard the imporiztion ints
its territcry of artieles iacorporating the patented,anentin or mada by zhe’
.patented prgceés as a cause affecting the patené cr.the xights and chligations

""""""" attéched“tc;thewpaténti”w ) '
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PR/GE/IIL/3
page 10

Explanation of Paragraph (2}

16, The Group of Experts asked Zor a study of "the possibilities of a general
simplification and clarification of the language of Article 534 of the Paris Con-
vention" {document PR/GE/II/13, paragraph 10%(i)). Paragraph (2) tries, as do

all the other paragraphs of the proposed draft text, to satisfy the requirements
of simplification and clarification. The Group of Experts also asked for "an .
analysis of the meaning of Article 5a(1l) explaining, irter zlia, that neither that-
provision nor any other provision of the Paris Convention okliges the member States
to grant to the patentee a right of importation or a right to prevent importation".
{document PR/GE/II/13, paragraph 109(ii}}. The purpose of Article S5A({1l), when
‘adopted in.1883, was to obllige States to repeal or not to adopt provisions in their
national laws providing for the forfeiture of the patent granted by the country on
the sole ground that the patentee had imported into that country articles covered
by the said patent. It is neither the intent nor the meanirg of Aritiecle 5a(l) to
oblige countries members of the Paris Union to grant to the patentee a right of
importation or, more precisely, a right to prevent importation. Most national

laws provide for such a right and not because of a non-existent obligation to do
.80 but, presumably, because it is thought that, without having the right to pre-
vent others from importlng from abread articlies incerporati -he patented product
{or ‘made by the patented process) and manufactured abroad, the patentee or a
licensee (including a licensee under a non-voluntary .license} may not £ind it
econemically feasible to manufacture ("work") the patented E*oéuct {or use the
patented process) in' the country if what is imported is cheaper than what is made
in the country.  In other words, such countries seem tc be of the opinion that i
order to encourage local working, if not simply to have it, protecticn against
unanthorized importation is useful if not absoclutely necessary. However, this

-has nothing to do with the Parils Conventicn. The solution to the guestion=-- pro-.-
tection or no protection against importation--is laft to each country to decide
for itself, in its naticnal law, in accordance with the principle that the Paris
Conventicn should leave the "maximum degree of liberty to each country to adopt
appropriate measures on the leglslative and administrative lavels consmsten* with -
its needs and social and economic policy," as expressed in paragraph 7 of the
‘Declaration on the Objectives of the Revis*on of the Paris Convention (document
PR/GE/II/13, Annex III). ' - : ‘

-17. 'Seme may argue that the fresdom of each country to decide for itself whe;na*' .
it wishes to give protection against unauthorized importatiom is no: clear bedause
the Convention is silent on the matter. It is.proposed that it should not remain,
silent'but should state exprassis varbis that such freedem exists. That is pre-
cisely what paragraph {2)(&) of the proposed draft text does. o -

18. ©Paragraph (2) (b} of the pronosed draft text tries to express in wbat is in=~ .
‘tended to be clearer and simpler language than that of Article 5A({l} that importa-

tion does not per se destroy the patent. This seems to remain a sound principle .
since it is frequently in the public interest--particularly vhen local working mlcbt,
for reasons outside the control of the owner of the patent, not vét haVe started--—to
allow the importation of articles manufactured abroad. If it is in the public interssi-
or, in fact, for any othexr reason as well-—any country has the right to prcohibit
Amportation, "and its customs authorities are equipped to enforce such pronibition:
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PR/GE/IIZ/Z
gage 13

[PRCPCSZD RQRAFY TEXT, Continusd)

3 [sencticons for Nen~Working a For the purpeses o this PARCACrawh,
L d . - -

"non-voluntary licanse” means a license to work a petented inventicn withou:t the
authorizaticn of the cwner of the patent; it also means 3 license o work a
rvatented inventicn given by the owner of the patent where ihe national law chl;ge;
him to give such a license; such license shall not be exclusive; it may not be
‘the subject of transfexr or sub~licensing, except that, where the enterprise to
which the non-voluntary license was granted, or that nart'of 4he enterprise in
which the non-veluntary license ¢granted to that enterprise is worked, is transferred
to another person, the non-voluntary l,cense-granted to the said enterprise may be

“transferred to such person,

{b} - The nationa"law of ‘any notifying developing country may provide ﬁdr
the grant or availability of non-voluntary licenses where, without leg timate r2ason,
the patented invention is not worked, or is not sufficiaently worked, by the cwner cf.
the'patent or under his authorization in the tarritory of that coﬁntxy within thrae
Tyears from the grant of the patent in that couniry. Where the naticnzl law provides

. for deferved examination for patentability and the Procedure Ifor such examination .
. " has not heen initiated within three years from the £iling of the patent applica-
tion,. the time limit referred to in the precedang'segﬁence shall be five years I com

‘the £iling of the said application.

{c) The rational law of any notifying developing country mzking use of the

‘faCulty provided for in subparagraph (b} shall provide for aﬁ ohligatien reguiring
fhe persen working the patented invention under a nen-veluntary licenseé to pay
equitable remuneraticn to the owner of the patent., Where the cwner of the pate"h
and the licensee ¢annot agree on the amount of the said remuneration, it shall be
fixed by a court or government authority of the country; in the latter, case, the

~possibility of review by a court shall ke ensured. The said r rational law may '
further provide that, once the government authority has fixed the remune:aticn,
the Zact that a procedure before a court has noi yet been initiated or completed
shall not preveﬂc the licensee from working the patented invention..

"(éf The national law of any nohlfying develop;nw coun“*y mav orovide tza* -

he patent shall lapse or may be revoked where the’ bahepted ‘invention is not AEQ'
or is not sufficiently worked, in the countfy befora the érpiration of two years

from the end of the tiﬁe limit applicable under subparagraph (b},
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32. Ad subparagraph (d). Paragraph (3){d) of the piqposed draft text is, to a
certain extent, inspired by paragraph (3) of Article 53 but it also éiffers from
- it in several respects., The similarity lies in the fact that both provisions con=~

tain a time limit of two years beforc which forfeiture [lapse and/or revocation
in the proposed draft text) cannot *ake place. But whereas in Article 53 this

time TIMit merely marks the beginning of the procedure of forfeiture or revocation,
is counted from the axpiration of the grant of the firszt compulsory license and is-
available only where compulsory licenscs were not sufficient to prevent the abuses
referred to in Article 5A(2), in the proposed draft text the time limit concerns
.the lapse or revocation itself {rather than the initiation of a procedure directed
thereto), and such lapse or revocation may take place even where ne compulsory
licenses were granted, nor is there any question of abuse since~~as has been indi-
cated above (sea paragraph 26)--the proposed draft text does not use the noticn of
abuse. The said differences give more frecedom to th¢ national laws of develcoping
countries (which make use of the proposed draft text) than Article 5A: lapse or
revocation need not be precaded by compulsory licenses cr the proof that compulsory

licenses would not have been sufficient to prevent an abuge and the time .limit is,
in fact, shorter. Incidentally, the absence of any reference to abuses in the

" proposed draft text does not mean that developing countries cannct provide sanc-
tions against them. Wational laws 40 provide such sancticns today, albeit gener-
.ally outside the patent law, mainly in laws on restrictive business practices (for
example, the anti~trust laws of the European Communities and the United States of -
America) or in laws on the screening of license contracts {for example, in several
Latin American ‘countries).
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very key and fundamental issues both of which' go to the very heart

and bed'rock of the Paris Patent Convention - the first'is so called

preferential treatment without reciprocity and the sei:ond_ deals with

Unanimity vs. Qualified Majority for making changes and amendments

to the Paris Patent Convention. R | |

The first topic - preferential treatment is part of the package

of demands by the Developing Countries by which they hope somehow

to quickly and magically catch up with the developed countries - This

involves the develbped countries making a special deal for applicahts

of developing countries whereby the applicants péy only one-half the

normal fees and get a one-half longer period for priority. This discount

“and special deal of course if not to be available to the nationals of the

de\)eloped countries and this again as if by magic and without hard

work or risk capital will somehow give the developing countries, they

think, the impetus to catch up with the developed countries. In plain

language, English or Japanese, | think this is‘nonsen.se. The very o
foundation of the Paris Convention is equat and fair and uniform
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. states particularly in the area of fees and requirements for the

treatment for all and the key word is all applicants of member

~ benefits of priorities.  There are many other reasons why the

- demands are not practical or palatable, and | will take the liberty
) df reading to you some comments from the N. Y. Patent Law
- Association with which | fully agree. h
| " The view of all concerned is that we

_strongly oppose introducing :preferential -

treatment to nationals of any member

 state with respect to nationals of

_ another member state. It is believed

that the suggested revision would be

- unwise and would resuft in an un- -

~ desirable erosion and very likely
destruction of a fundamental.principle
of the Convention, na mely, a guarantee
by each member state of equal treatment
to both its own nationals and non-
nationals. It is also believed that revision

“of the Convention is not the proper vehicle
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for addressing possible wrongs suffered
by undeveioped states.

If financial subsidies for inventors of

~ emerging nations may be deemed de-
sirable, such subsidies could better

be provided on a direct state-to-state |
basis, rather than by preferential fee -

treatment of certain classes of applicants
for patent, which in the case of the |

" United States would impose a dispro=~

portinaté burden upori'dther applicants
(rather than upon the United States
as a member state), in view of the

policy of having the U. S. Patent and

Trademark Office largely self-supporting. -

* With respect to preference in priority

period, any advantage to nationals of . |
an emerging nation from a longer
priority period will be partly at least

realized from the Patent Cooperation

Treaty, which has the positive benefit
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of being applicable without discrimination.
The existence of different priority periods
for different applicants would cause
excessive complication and uncertainties,
and may well create an invitation for
filings by dummy applicants on behalf
of nationals of nations not granted this
special privilege. __ Any d-isadvantage"s .
being suffered by emerging nations in -
regard to time requirements for developing
or appraising inventions could better be
satisfied by _mo_re :dir.ect tech nbtbgicai_

-~ assistance through other channels,

and in 'in_div_i.d_ual cases,

In summary, the possible benefits to

be derived by the proposal for preferehtial |
treatment seem more appropriately attain-
able through other courses of action, which

~-would-not jeopardize-the long-established... oo

~ and, we believe, fundamental principle of
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equal treatment of all nations and their

-nationals:—This- Assoaatlen thereferem---wmm-—mm

strongly urges the U. S. delegation to

oppose Vigorously and stead_féstly.any

proposal whatever for p'refe'rential' =

treatment, not only as to fees c or
| prlorlty period." -

lt was further pomted out to me at a State Department

| advnsory_ panel briefing which | attended in Washington last o
week on this subject, ‘t_ha_t if we yielld and accede to these
demands we will have problems with the favored nations

type clause that we have in treaties.‘ with._ other countries -

the result would be - chaos - conftisibn and very 'expensive'_ N
complication - hardly worth it - for the modest and imagined -

. benefits to be gained. There has been some discussion of
another approach to give relief to poor inventor patent

applicants. | believe if a member state wishes to provide

~ charitable relief to indigent patent applicants of its own |

~state or other states that should be decided by the state

wzshmg to prov:de the charitable rellef Each state

presently has the umlateral rlght to dleUl’SE |ts assets -
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in any way |t chooses and 1t doesn t requzre
amendment to the Parls Patent Conventlon o
conflrm that nght
Turmng now to the matter of Unamrmty, !
refer you to the WIPO working document PRIPIC/II3,
B would hke to refer to and quote a portion of that document as
background for this discussion, -
nanimity. “As far as the require-
- ment of unanimity {in the sense that
- no negative vote is cast) is concerned, -
- its main advantages seem to be that

it encourages the seeking of solutions

~ acceptable to all the countries having
- the right to vote and that it makes it
" likely that all countries which

participated in the (unanimous) decision

" would feel morally bound to ratify or
- acceed to the revised Convention.

‘Naturally, this moral obligation is a

relative one since the views ofthe
legislative branch of the government

~ which in most countries will have to
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endorse ("ratify') any agreement
~given by the executive branch (under

whose-instructions-the-country's—
delegation votes in the revision

- conference), may differ from the

. .views.of the executive branch. .

- This moral obligation may further-

. more be mitigated if, after the revision
- conference, there is a change in the
policy andlor the composition of the
~executive branch or legislative branch

~of the government.

. The principal, if not the only, dis-

~-advantage of a unanimity requirement

-is that a single member country may

- prevent the adoption of an amendment

desired by all the other member

countries.

‘Qualified Majorities. The assignment

given by the Group of'E'xperts calls for |

. theconsideration of the following kinds

of qualified majorities:



...........

{i}  three-fourths (or 75%)

(i)  four-fifths (or 80%)
(it "other variants up to nine-tenths"

(five-sixths would give 83. 3%; six-

~sevenths, 85. 7%; seven-eights,

817, 5%; eight-ninths, 88.9%; nine-
tenths, 90%). Annex 111 shows the
- number of votes required in each of

- these cases.

In th'is’connéction, it may' be

interesting to note--because countries

~belonging to the same "group” (according

.' - lo UN parlance) sometimes vote in the

. same way--that, -of the 84 member

.- countries of the Paris Union at the date

-~ of October 1, 1976, 50 (that is 60% may

be considered as ''developing' countries,

- 28 (that is 33%) as "'developed market

. )f’countrles,ands’x(thatls I

7%) as (Eas_tern European) "' Socialist"

countries."
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Although there is no specifically formal written

. i'53“""'""““""r'uI'e“i'n“th"e“"P‘a*r-i*5"(3"0~n-\a'e-rit"‘i-0‘n~~r‘e-c|{~1’n=-i~ng“l-}rrf;m--i'm-i"’c~y~'~'f0~rm'mwm—mwm
' Amendment of the convention the time honored rule that

has been followed since the beginning has been Unanimity -- |
_aﬁ& it has worked -- and it has worked well for all countries-
developed and developing -- as weli as during those periods when
some of the member states were in'a transitional stage from |
developing to developed or even from Developed to Developing -

as is occasionally the case as with Canada who now professes fo be a
developing country. 'Makirig'.-ch-a'nges"so fundamental as this one must™
j}f_! ‘be done very soberly and with great attention and analysis of the hoped -

. for benefits (real or imagined} versus thé costs and risks which are
unfortunately more real than imagined. We must carefully weigh these |
considerations objectively and without the passion of political |
rhetoric. | believe when you have weighed these considerations -
you Will inevitably come to the conclusion that it is folly to tinker
with a time. honored, time tested and proven vaiuable policy
such as unanimity. | -

i'-would_now like your indulgence and | would like to réad

- to you an excerpt from a recent letter by the New York Patent Law
Association to the U. S. Commissioner of Patents eloquently
outlining the views of the New York Patent Law Association with
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which 1 fuIIy agree N

Document PRIP lCIll3 accompany-

ing your August I8, 1976 letter

relating to this question of
"Unanimity vs. Qualified Majorities"
has been con_sidere‘d by our

. committees and our Board of

~ Governors and we have reached

the conclusion that any departure

from the time-honored rule of
Unanimity should be strongly
opposed. We would also recommend

‘that any system of Qualified Majority

- Voting, if ultimately adopted (against

- the opposition of the U, S. A, andother..

developed countries) should be at a

- very high ratio, such as nine-tenths,

and should necessarily include provision

for the weighting of the votes fromthe |~

‘various countries to reflect the degree

of usage of industrial property rlghts in each

- country involved.
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At the outset it wnll be recogmzed

that the ultimate objectwe of a revrsmn

ranfo
wUlllw

k! .
a-setof prepased amendments wh h-are-

|

il i

to be included.in a rewsed text, -- which

_ text will thereafter actuatly be adopted and

~ ratified by the countries of the Union that

are to be affected thereby! Obviously, if a

proposed revision is eventually not adopted

by several countries because such countries

do not agree with one or more of the |
proposed amendments, the universality .

‘and uniformity in the application of the
-Convention wili soon be destroyed, and the
- issuance of the controversial revised text

by the Revision Conference will have done more
harm than good. |

Throughout the long history of the Paris
Union, the salutary effect of the Unanimity

Rule in the adoption of a proposed amendment’

- has been amply demonstrated. 1n each -
~ successive Conference, a number of amendments

were proposed, some of which had obviously
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b‘Enéficial'in‘tern‘étio‘hé‘l'effects with —
respect to industrial p’ropérty rights in each
'member country. Such amendments, under
the Unanimity Rule, were included in'a

proposed revision, and such revision was generally
adopted thereafter by the vast majority of the
~member countries. '-Other' proposed am'endments,
while satisfactory to a great majority of the
‘countries, had'serious adverse effects with
respect to industrial property rights in a few
member countries, and such amendments

were either not included at all or were inciuded
in @ later revision when such adverse effects
-upon these countries had dissipated or their
objections met. Whilethis méy have somewhat
defayed the process of revision, it has insured
the virtual universality of application, and
- the great legal and moral effectiveness, of the

| Stj_ccessive texts of the Conventid_n whi.-c.h;were
 adopted. - -

- _this connection. i Shomd o recogmzed

that the Unanimity Rule protects ali.countries,

- regardless of their stages of indusirial
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development and regardless of whether |

C 100, patent andtrademark apphcatlons each
* year. However, once a country is net

_' absdlutely-prot_ected _bythe Unanimity Ruie

| again'st an '_u'ndesired antendment which may
be favored by e\)en a "Qualified Méjority,”
the "weight" of its adverse reaction (and

likely refusal ultimately to addpt a proposed
"re\iision" which inoludes this undesired

amendment) must be taken 1nto account

Obwously, a fallure to ratn‘y a rews;on _

by only a very few major industrlal countries,

whlch together may process over 50% of the
world's patent appllcations wtll have amuch

* patent system than a similar failure to ratify
by several developing countries which together =

‘may process less than 1% of the world's patent
applications. Therefore, if a system of
"Qualified Majority" voting is to be adopted,

it must include provisions for an appropriate
. 301_
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. patent and trademark appllcatlons per year

o Apcord_ingly, if §t.'appear__s:that.a_system of

-+ "yeighting" of each vote cast.
- The manherby which sUch"'weighfing”
‘should be acc'omp'lished'win' of course,

‘require much thought and study. One
relatlvely S|mple way might be to requrre
~ that any proposed amendment that is approved
8 'by a “Quallfled Majority' rnust mclude the votes
~ ofall countrles processmg more than 10, 000

B (accordmg to the latest WIPO statistrcs)
Alternatwely, for example each country }% X
might be given one additlonal vote for each :
10, OUO such annual patentand trademark
~applications above the initiaf 10, 000.

~"Qualified Majority* voting is to be adopted, |
It is recommended that the U. S. delegation |
- seek a highly qualified majority, such as

~nine-tenths, and that it also-seek to-insure
. that any system of -“Q.ua_!_i_fi_ed ;ng_o_r_ity‘ |

~ voting be based upon .v'otes that are ''weighted’
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so as to reflect the usage of industrial property
 rights in the country voting. The Director :
_General of WiPO might also be asked to study

" “and report upon various alternative methods
for accomplishing such-''weighting" of the
- vote“s-'c'ast . o
. would also Ilke fo read you a brief statement of position on |
this subject eloquently written by Mr. Bart Kish of Merck & Co.
in a recent letter to the U. S. Commissioner of Patents with which
| also fully agree. - o MR |
v We fully-.suh:pOrt the position of the United
- States delegation that the time-honored
- system of unanimity with regard to the rewsnon
of the Paris Conventlon be malntamed L
Amendments to the Convention unammously
arrived at carry with them the moral pressure
for ratification by the member countries, and |
this should not be underestimated. Weare
reluctant even to consider moving away from
the unanimity rule but if adoption of a majority
rule is unavoidabie then it must be a veryi- | "
highly-qualified majority such as 9/10 (90%) or,
 atthe 'very' least, 4/5 (80%). With respect
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- to the tables annexed to the \NIPO document,
one must bear in mind that they are based

~on the present membership of the Paris L

T

Union, i.e., 85 countries. Since there

© 60-0dd {mainly developing) additional member
couniries of the U. N., and assuming.that a
-large number of these will join the

- Conve'ntion-,-.then the tables on the basis

of which the size of the voling blocs can
‘be predicted, might change drastically.”

This concludes my formal remarks on these two very
important issues confronting us today. 1 will be happy to entertain
any ques'..tio'n's‘.' o -
~Thank you for your kind attention. =
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One of the key issues which has been and
will remain the subject of discusslon at all of the
meetings on the revision of the Paris Convention,
arises from a proposal by the U.S5.3.R. which would
amend the Parls Convention to eguate invenﬁors‘
certificates to the traditional patents for all
purposes.

' Viewed against the background previously
discussed, this issue assumes very substantial
importance because its resolution may well
determine whether the Socialist Bloc countries
will support the Developing countries or will at
léast_not oppose the B-Group or Market Economy
‘ecountries as to other basic issues. |

' One of the fundaméntal features of the
Paris Convention as it stands today is the
~reciprocity provided under Article 2 which speaks
~in terms of protection afforded nationals of member
 countries as regards industrial property and of
;. legal remedies against infringement of their rights.
Under the Soviet proposal an invéntors' certificate
' would become the full équivalent of a patent for all
purposes despite thé fact that, aside from form and.
contents of the disclosuré, the inventors' '
certificates begr 1little similarity to patents.

Although there are various kinds of
inventors' certificates available in the Socialist

Bloc nations at the present time and more so-called

CTIRVENtors U dértiTicates are beéing introduced into” 7T
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the laws of Developing Countries, all of them differ
significantly from the conventional patent. The

traditional patent as provided in the Market Economy”

————gountries—and-in-many-of--the—countries—which-have

parallel systems affording both patents and inventors'
certificates glve the lnventor an éxcluslve right for
g limited period of time which he may exploit either
through his right to exclude or to license others.

At the end of the limited period of exclusivity, use

of the invention insofar as that inventor is concerned,

becomes free to the world. :
On the-other hand, very different _
characteristics are possessed in common by the various

forms of inventors' certificates. Buch certificates -

to exploit the invention, leaving no right in the

inventor except the right to be recognized and to be

compensated 1f the invention 1is used. Inventors'
~certificates exist without 1imitation as to duration

and- there is no procedure for contesting or

invalidating an -inventors' certificate once it has
issued. ' _

This fundamental distinction was fecognized
when the Stockholm Revision of the Paris Convention
was agreed to in 1967. -Among other things, this revision
introduced the cbncept of Inventors' Certificates into
the Convention for the first time but under carefﬁlly

limited conditions. Inventors' certificates were
recognized as sufficient priority. documents under the
Convention provided that the inventor, when seeking .
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‘protection in a country haviﬁg.both patent and 7
Inventors! certificate syétems had complete freedbm
of choice as to which form of protection he wished-
to obtain. Thus, if a coﬁntfy were Lo declde to
abolish patents and rely entirely upon inventors'
certificates or to lssue only inventors' certificates
for certain technologies, the possibility of using
the inventors' certificate for priority purposes
under the Convention was denied.

Although theré are stlll arguments as to
ﬁhe exact meaning of the Stockholm Revision language,
the.Uhited States Patent & Trademark Office, as an
‘example, reqﬁires that any applicant seeking to rely
"upon an Inventors' certificate as a priority document
must show that not only did he have a free choice as
.mtomwhéther he would. apply . for an linventors'
certificate or a patent, but also that this choice
was available as to the subject matter of the claims -
now sought to be patented'in the United States. _
" Mere freedom of choice as to other subject matter is
not believed sufficient by the United States Patent &
"'Trademafk Office. -
Absent the freedom of cholce as to the form of

~applicant, the wvery substantial differences between
the characterlistics of inventors' certificates and

patents makes the recilprocity in protection of

,“ind@§?§i§l@EEQR§§FX%gH@P@QP??@WHHQ?EWﬁXF}9}§w§_9£wﬁh€ﬂwwwwm

. Convention meaningless if not impossible. Thus, the .
prépcsal of the Soviet Union constitutes a major attack
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upori- a national treatment which is a fundamental
feature of the Paris Convention and in its present

form-shoutd-be—and-must—be-opposedrNot only mist
"1t be opposed in order Ed‘ﬁféséﬁ%e”fﬁé“pfiﬁEiﬁié“
of national treatmént; but alsc it must be opposed
because it would encourage emerging nations which
may have Soclalist leanings to establish éystems of
intellectual propérty_protectibn undér Which.they-.
could discriminate against nationals of the '
"Market Economy countries'while al the same time“
claiming the advantages of the national treatment
principle for their nationals when taking.advantage
of the established patent systems of the world.
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OPERATING UNDER THE FORTHCOMING
PATENT COOPERATION TREATY & EURCPEAN -PATENT CONVENTION

(From the U.$.A. Viewpoint) " Martin Ralikow
Committee No.3

Gentlemen, in this talk I would like to discuss with you some of
the probable effects of the forthecoming ratification and implementation
of the Patent Cooperation Treaty and the European Pateﬁﬁ Cenvention. I
-will_not discuss the Coﬁmunity Patent Convention at this time because it
does not appear that.this Community Pétent Convention will be fatified
until many more years have passed, if ever. In this discuSSioﬁ, I
thought it might be useful to you if T described how a USA company, such
as oar General Electric Company, expects to use the new routes for
patenting which are being made available under the PCT and the EFC
(which it appears will really be put into effect within the next few
years). It will be appreciated that many of the same considerations
which I will describe in this paper in connection with our U.S., and
European cases may also apply to Japanese companies in comnection with
-their Japanese and European cases. V

First, let me briefly describe ny understanding'of the principal
provisions of these two treaties, (Two charts have been attached as an
Appendix to this paper which outline these principal provisions.)

' The PCT will be administered by the World Industrial Property
Organization, WIPO, headquartered in Geneva, while the EPC will be
administered by a European Patent Office to be built in Munich. This
European'Patent Office will zlso have a branch at the Hague, which will
incorporate the existing International Patent Institute {(commonly called
‘the IIB). The European patent applications under the EPC will normally
be searched at the Hague and examined at Munich,

The new mechanisms provided by the two treaties will be as follows:

1. Under the PCT, a single "internatipnal'patent application”

 will be turned into a bundie of national patent applications ia sieh

countries as the applicant designates, with a search report attached.
In the U,S.A. this search report will be generated by the U.S. patent

office as an "Internatiomal Searching Authoxity" and will be the same

‘" search report normally gemerated in the prosecution of the U.S. -application. |
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The -applicant will have 20 months to complete these national patent

‘applications, by translations,“eft{, in the various designated fbréighu'

countries. ' ' -
-2, Under the EBC, a single "European Patent Application' exanined

and . prosecuted. through the European Patent Office (EPO) will result in a-

bundle of national patents in the member Furopean countries designated
by the applicant. This European application may be filed by any appli-
. cant from any couatry either directly in the EPQ or via én "International
Application" filed under the PCT. | S
It should always be kept in mind that it will not be essential for T

_ us to operate under either or these treaties. For the forseeable future,
- we will_still be able to obtain individual naticnal patents in all
European countries on tﬁe basis of individual natiomal patent applica-
tions; as at present.

‘Nowllet us tﬁrﬁ to the moré important provisions of the EPC,

. First, 1ef's consider languages. A European_patent application may

be in Engliéh, French or German, and the language chosen becomes the

"language of the procdedings’ used throughout the prosecution to gramt,

There is no requirement for translation during such prosecution except
that accepﬁed claims are published for op?osition in all three languages.
In a&diﬁion, any designéted European country may, when the application
is réa&y for grént, demand a translation of the whole_5pecificati6n into
its own language. ‘_ o .

Now let's look at the principal requirements of the European Aﬁpli—
cation itself, Patentable subject matter includes any invention sus-
céptible'of industrial application which is new and involves an'invéntive
step - except for the usual ‘exclusions relating to scientific theories,
computer programs, plant or animal varicties, etc. The invention must“__
be new and unobvious over "the state of the art", which includes every-
thing made available to the public anywhere in the world by written or -
oral description, by use, or otherwise. Claims should be in the Germanic
form, with a preamble setting forth the known features followed by a '
characterizing part setting forth the novel features. '

A typical filing procedure for a U.5. originated invention under
the PCT and the EPC would be as follows: '

1. The U.S. patent application would be prepared and filed as at-

present, preferably using the Germanic form of claims.
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2. Before the end of the 1 year priority period, the U.S. appli-
cation would be converted under the PCT into an "Internatiemal Applicaticn”
¢laiming the priority of the original U.S., application,

- 3. At that time several important declsions would need to be made
with respect to the designation of countries in which a.patent is wanted.
Obviously, the United States would almost always be one of the

-designated countries.

- "With respect to the European countries, it would be necessary to
teach a further decision as to whether we wish to go the EPC route or
the national route. If we decide to go the national route, those
_European countries wqﬁld be directly designated, as desired. If, however,
we wish.td go the EPC rpute, we must so indicate, and also designate the
European countries to which the Eurbpean patent application is to apply.
However, if this EPC route is selec;ed, it may be advantégeous to be
quite liberal in the number of countries designated since it will always
be possible to withdraw the designation for any country at any time
until final grant. .

It should bemrecognized, however, that it will not be essential to
go through the PCT, as described above,.in order to:file a European
'péteﬂt application under the EPC. If desired, before the end of the one
yeaf priority period we can filé a European Patent Application in Munich
directly claiming the priority of ﬁhe U.S. or Japanese case and designat-
- ing the various European countries in which patents are wanted.

' Turning now to the actual pfpcessing of the European patent appli-
cétion, it will be searched either in the U.S. Patent Office, if the PCT
is used,-or in the Hague if the European application is filed directly.
In either case, the application will be published within 18 months from
the priority date and a search report transmitted to the applicant and
to the European patent office in Munich. If the applicant wishes to

proceed he must pay an examination fee within six months. from the date

of the search report. Examination and prosecution to allowance will be

~gubstantially in accord the present Germanic practice.
An application allowed by the EPO will be published again for
" opposition and will be subject to such oppdsitioh by any party within
" nine months thereafter on the usual grounds. Amny party can require an

oral hearing.
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Any patent finally obtained through the EPO for any individual country
can be attacked and revoked ‘or amended in the natiorial court or patent

office of that country in the same way as any other national patent.

However, grounds for any such attack must be those set feorth in the EPC.

ELet—us—-turnnow-to-the-subjectof-the enforcerent of ECTopean PALSHES,
Inffingement'actions involving European Patents, will be hén&iéa'ﬁy the
national courts, each applying its own rules, and will have effect only
for the country involved. If national court rules pefmit (as, for
éxample, in England) a counterclaim can be made for'revocation of the
European patent for that country. . N

- The scope of protection to be given by the claims of the Européan
patent is intended to be intermediate the "literal" interpretation of the
British practice and the "broad iaventive ccncept" interpfetation of the
German practice. 1In effect, therefore, the scope of protection will be
similar to that now provided under the U.S. practice with its doctrine
of equivalents. In addition, a procéss claim will also cover the direct
‘product of the process. _ .

Since thelEuroﬁean patént will resvlt in a bundle of national
patents, the remedies available under the European patént in each country
will depend upon the national law, end be the éame'as the nationally
derived patents. Howevér, under the EPC, similteneous protection of a .
single invention” by both a nationally-derived patent and 2 European
patent may be permitted by any country.-

So much for the main provisions of these. two proposed treaties.

Now let's briefly examine how their implementation is likely to effect
our foreign patent patent procurement and enforcement progfams.

The first decision with which we will be faced is which of four routes
to take in obtaining patents I Euruvpean Counlries as follows:

1. The direct national route - as at present.
2, The PCT to national route

3. The EPC route.

4, The PCT to EPC route. _

The major factors to be considered in reaching this decision are,
(1) location of search, (2) time required for making foreign filing
decisions, (3) the number of countries for which protection is desired,
{4) language of the proceedings (5) £filing, translation and waintenance

costs, (6) likelihood of obtaining the patent and (7) uniformity and
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écope of protection desired. Each route has certain advantages and
disadvantages.

If the direct national route is followed, the patentability decision
will be arrived at independently in each country, and the ciaims can be
best tailored to meet the patent laws of the particular countries selected,
but none of the avowed advantages of the other routes are present,

If the PCT route is followed, the U.S. search becomes the basis for
exaﬁinatinn, and the time for reaching foreign f£iling decisions c¢an, in

effect, be delayed until the 20th month after U.S. £iling.

If the EPC route is followed, the language of the proceedings will be
English, a single patentability decision will be effective for all European
" countries, the costs of translation of the specification can be defgrred
until the patent is fina;ly granted, and all countries can be initially

designated for little extra cost. However, it may not be possible to

tailor the elaims of the single European Patent application to meet or tzke
advantage of the'spécific patent laws, or procedures of the various designated
" countries, and the filing and maintenance costs while in the application
stage are expected to be substantially higher than that for any single
national parent. In addition, all the eggs are in one basket, and it may
not be possible to convert a refused European Patent application iﬁfo a
national application in most European countries. I. _ '

Taking all these factors into consideration, we will probably decide to
‘continue with the present national route either directly or through the

PCT in most cases where we are filing in less than three Euvropean countries.

We will use the PCT route in those cases where we need or would like more
time to make the foreign filing decisions. Where most thén three European

countries are involved, the decision whether to go the EPC route will be

" made on a case by case basis and will depend upon many factors inciuding

the specific nature and importance of the invention involved,'inclnding

its patentability, etc., and the specific commercial situation in Europe

relating to the invention. In some cases we may wish to seek both national
patents and European patents in some of the same European countrles.hﬂ

- Let us consider a c0uple of examples. Presume that an invention of

considerable, but not major, commercial importance has been made which is

novel but only involves a modest inventive step. Under such eircumstances

© we would probably merely directly file, just as we do today, a narrow

patent application in Japan, convertible if necessary to a utility model,
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as well as similar marrow patent applications in the majer Eurcpezn
Countries such as England, France and Italy where a high standard and

Tigorous examination as to inventive step is not invelved. We would

pruEab&ymnotmseek“patemtSMin”thE“Gé;manic T NOTQiE COUNtETIES, )

‘Ou the -other haﬁd,_let‘ﬂs assume that. a major importance, obviousiy
patentable invention has been made for which we want patent protection in
at least all of the major industrial countries, as well as a few of the .
developing countries. Here we would probably convert the U.S., applica-
tion into an irternational application under the PCT im order to gain the
benefit of extra time for final filing decisioﬁs, as well as the advantage
of a U.S. search report. We would initially designate any and gll countries -
where we might conceivably want patent protection. As far as Europe is
' concérned, we might designate that we want national patents in cértain
very important countries, such as England, France and Germany, and simul-
taneously designate that we want a.Eufo?ean patent covering substantially
all countries of Furope including England; France and Germany. '

When the 20th month deadline was reached, we would complete the
European patent application under the EPC, as well as the British, French
and German applicztions and all the other national applications in the
other countries as desired, These British and French cases would be
prosecuted as'fast as possible so that patent protection would be
obtained gquickly with claims best calculated to meet the requiremenﬁs
of the national. patent law. The German application might either be
deferred cr examined, dependiﬁg upon the commercial situaticn. o

The Eurcpean patent applications under.the EPC would also be pro~
secuted, in English, until grant, leaving standing during such prosecu-
~ tion the designation of substantially all countries of Europe. In this
way, maximum interim patent coverage in all the designated European
countries would be cbtained for fairly low cost. Once the patent was
finally granted, the decision would then be made whether or not to keep
the resulting Evropean patent alive by translation and payment of main-
tenance fees in the various European countries designated. '

¥We would also then wneed to make the decision whether or not to con—
tinue to maintain the national patents we had already obtained on the
same.invention in England and France and in any other European countries.
In this connection, it should be noted that it may not be completely

ridiculous to continue to maintain both a national and a European patent
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in a country such 2s England, where the novelty reguirements uander the
British law are different than under the EPC; or in France, where the
interpretation of claims may be broader under the French law than under
the EPC. However, if we decide to drop the national patent when the
European patent is granted we will still not have lost our entire invest—
ment, since the translations previously made for our national patents will
be usable to a great extent for our corresponding European patents in

the same couatries. '

. Well, these two examples merely illustrate opposite ends of the
spactrum. There are obviously many different strategic combinations
between these extremes that you may wish to use in a2 specific situation.

Nevertheless, it will be appreciated that the European patent will
have *significant advantage if multi-country coverage is desired in '
Furope; and if successfully implemented by the new European Patent
Office, this European patent will probably be used to a considerable
extent by GE and other Ameriean companies.

Again, please excuse me for diséuséing this complicated subject only
from the U.S. viewpoint. However, I hope this discussion will never-

theless have been of some value to our Japanese friends.

Martin Kalikow
. October, 1976
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ANALYSIS OF PATENT -COOPERATION TREATY (PCT) AND
EUROPEAN PATENT CONVENTION (EPC).

APPENDIX .
CHART #1 .

ADMINTSTRATION

PCT -~ BY WIPO (GENEVA)
EPC - BY EPO (MUNICH) WITH BRANCH AT HB (THE HAGUE)

NEW PROCEDURES

PCT - SINGLE INTERNATIONAL APPLICATION BECOMES BUNDLE OF
' NATIONAL PATENT APPLICATIONS

—- WITH SEARCH REPORT ATTACHED
- 20 MONTHS TO COMPLETE NATIONAL‘APQLICAiIst"""
'EPC - SINGLE EXAMINED EUROPEAN PATENT APPLICATION BECOMES = -
: BUNDLE OF NATIONAL PATENTS _
LANGUAGES
o ENGLISH, FRENCH OR GERMAN -

o - NO TRANSLATION DURING PROSECUTION
—. ACCEPTED CLAIMS PUBLISHED IN 3 LANGUAGES

o  TRANSLATION OF ENTIRE CASE MAY BE:REQUIRED.AT GRANT

EPA REQUIREMENTS

o INVENTION MUST BE NEW, UNOBVIOUS, INDUSTRIALLY APPLICABLE

0 CLAIMS IN GERMANIC FORM
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ANALYSIS OF PATENT COOPERATTICN TREATY (PCT) AND
EUROPEAN PATENT CONVENTION (EPC)

APPENDIX
CHART 32

'TYPICAL PCT - EPC FILING PROCEDURE
| o  U.S. APPLICATION PREPARED
0. CONVERTED TO INTERNATIONAL APPLICATION UNDER PCT
. - EPC éoUTE SELECTED WITH COUNTRIES DESIGNATED o

PROCESSING OF EPA

o SEARCHED BY HB; UNLESS IF VIA PCT, BY U.S.A. |

¢  PUBLISHED WITHIN 18 MONTHS WITH SEARCH REPORT
‘o EXAMINED BY EPO (MUNICH)
o PUBLISHED FOR OPPOSITION

o - 9-MONTH PERIOD TO LODGE OPPOSITIONS.

-REVOCATION
o . BEFORE NATIQNAL COURTS

o GROUNDS SET FORTH IN EPC

ILFRINGEMENT
o -HANDLED BY NATIONAL COURIS, APPLYI?G NATIONAL PRGCEDURES

SCOPE TO BE GIVEN TO CLAIMS - SIWILAR TO U s. A.

o

Qs REMEDIES .= UNDER. BATTONAL - LAW. oo oo

o CO—EXISTENCE OF NATTONAL AND EURDPEAN PATENTS ON SAME
'_INVENTION PERMITTED
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RECENT DEVELOPMENTS IN JAPAN IN CONNECTION
WITH THE PATENT COQOPERATION TREATY

November 10, 1976

PIPA Hakone Meeting _

Japanese Group Committeé $#3 7

Reporter: Takashi Okabe
‘Abstract: :

' This report sumarizes various activities in o
connection with the PCT in Japan which have
become more active in this year aﬁd'includes
discussions about the patent law modifications
which will be necessitated-tq implement tﬁe

PCT.

1. Introduction

In 1966 the United States requested'to sﬁudy .
practical means which would reduce the duplicatioﬁ'df:
efféft involved, both for appliCanté and national

. Patent Offices, in the filing and processing of patent
applications for the same invention in different |
countries. This study matured to ﬁhé PCT todéy. 'It
is just ten years since.the United States made sﬁéh‘é

request. Reviewing the present world-wide status

surrounding the PCT, eight developing countries in

Africa have adhered to the PCT, and as to developed
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' countries With'ﬁajor patent activitj.the United States
in November 1975 and West.Germany in‘Juiy 1376 fatified
the Treaty. According to the provision of Article 63
.of the TreatY}.it will'becqme effective three months
after the t&o more countries with major patent activity
 have ratified the Treaty, In view of the above we think
'.the Treaty will come into force within next year at ear-
liest or some time, in 1978 probably.

In these circumstanées various movements concerning
the PCT in Japan have become active. At this moment
-it is said that Japan ﬁill ratify the Treéty some time
in 1978. . I would like to summarize in this
report the recent activities toward the implementation
of the Treaty and to discuss important points related
to the.patent law modification.

- The United States and West Germany that already
-fatified the Treaty completed the patent law modifi-
cations.to implement the Treaty in the Pubiic Law 94-131
and the Law concerning the PCT dated June 21, 1976,
respecﬁivelj. As to the patent law modification in

Japan, we can make referenqe to those laws in the

~United States and West Germany. "HoweVeér, since there =~

are some problems particular to Japan, we have to

review the situation'carefully.
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As to the Chapter ]I Of the ‘T'reatv for the Inter-

national Prellmlnary Examlnatlon, Japan would not adhere'

to lt, taklng the same~p051t10n of the. United States

:The Patent Offlce of Japan has an

lntentlon to become a International Searchlng Authorlty

2. Various Activities Concerning the PCT

I would like to briefly introduce the outline'of
movements'in'connection with the PCT in Japan.

(1) The PCT Sub-Committee under the
Industrial Property Council

The PCT Sub-Committee consisting of 17 members ... .

such as patent specialists, patent practitioners an&*:
representatives of industries was formed and started.
this June to make its proposal for patent law modifi-
_ cations_to_imélement the PCT. This PCT Sub-Committee
commenced its activity this September and is sched-
uled to have about 15 meetings in total on twice ae
monﬁh baeis. It is expected that the proposal of
the Sub~Committee will be available by June or July
in.1977. On the basisfgf the_Sub—Committee‘s
proposal, the Iﬁdustrial Property Council will
finalize the patent law modification proposal by
around October, 1977 to subﬁit'to'the Congress.. We

expect the modification bill will pass the Congress
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in or around spring of 1978. Of course, this sched-
ule is only the best-estimate'at fhie moment.
(2) pCT Delegatlon ' | |

| The BCT Delegatlon was formed for 1nVest1gat1ng
and checking the PCT situation in foreign countr;es.
The delegation has just left Japan for Europe. The
"”fdelegation consists of representatives of the Patent
“ZVOffice,_AIPPI, Japan Patent Association and |
iﬁvention Association. I£ has 22 members. The
delegation.will visie Patent Offices and Patent
-related organizations in Europe and in thernited
- States in its three weeks' schedule.

The delegation is supposed to investigate oxr

{{e study the foilowing among others:

.~ “*The Present Status of the patent law arrangements

.'for.implementation of_the PCT in respective coun=
tries. | |
*Interpretation of certain provisions of the Treaty
or the Regulatlons | |

”'The time schedule of the ratlflcatlon of the PCT

(and EPC, CPC) in respectlve countries.

”‘Preparationmoffthe4bocumen£ationwrequiredwbywthemwwwwm.

- PCT for the International Search.

The report of the delegatlon is to be submltted to_
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. the PCT Sub-Committee as soon ‘as it returns home.
' And,the report may be valuable to the Sub-Committee

in_the course of its discussions about the patent

law modifications.

{(3) Improvements of the Patent OQOffice
functions and facilities

. .There are two important points as to the Patent

Office function and facility improvements,_ First,
the Patenﬁ Office has to speed up ﬁhe-examinations
~including clerical procedures. As you know the
“exaﬁination period in thé Patent Office is consid=
erably long and the averége_period is about.three,___g
years counting_from the request for examination andﬁ
ending ét_the £inal disposal of applications. The

Patent Office will further promote its previous

plan to shorten this'period to two years. In
order to smoothly.process the.internétibnal ﬁppli*i”
caﬁions_based on the'?CT, it will be most important -
to shorten the present examination period includihg
the clerical prqcedures.

Second} the facilities and functions for the
international search have to be well organized,' The_

completion of the minimum documentation reguired by

the Treaty along with the rearrangement of the Patent

documentation according to the international classi-
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fication will be the very important and time consuming
. work. The Patent Office has an intention to utilize
the secondary documents as scanning tool for search-
ing patent documents written in foreign languages.
| With regard_to patent documents in Japanese, the
prima;y documents will be searched.directly.as ever.
N According to the provision‘pf Rule 34 Of the
PCT Regulations, when the abstractlin Engiish is not
.available for Jépanesé patent documents, the Inter-
national Searching Authorities in'foréignICOuntries
.éfe'ﬁot obliéated to search Japahese patent documents.
Therefore, it'is most desirable'td make the English
abstract forIJapanese Patent documents available to’
the public_as early as possible. The Patent Office
has a plan to prepare such abstracts for the laid-
" open patent applications from January, 1977.
(4} PCT Committee in Japan PatentrAséociétion

The Japan Patent.Association,' association
lponsisfing of the corporate paﬁent—concerning people,
formed the PCT Committee thiS'April. Incidentally,

I am a member of the Committee. The Committee is

“axpedted €0 perform Ffunctions such as familiarizing =

member companies with advantages and procedures of

'the_PCT and making Comments on the patent law modifi-
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cations in relation to the PCT implementation from
the view point of applicants. The Committee pub-

s

lished recently the article concerning the PCT

including the flow chart and the outline of proce-
dures in "Patent Management", The PCT Committee will
continue its activities until the PCT is brought into

orderly operatioh.

3. Patent Law Modifications for Implementing the PCT

Upon joining the PCT, the Patent Office will accept

the functions of a Receiving Office, a Designated Office

arid an International Searching Authority. Among these,.

the authorization to become a Receiving Office and an
International Searching Authority‘will-be given by
the law governing the Ministry of Internationaerrade &
Industry. The functions of.the designated Office
including the procedﬁres how to combine the internatiéna;-
stage and the nationai stage will have to be stipulate&
in the patent law.

I would like to discuss in this report.the items
for which discussions at the PCT Sub-Committee under
the Industrial Property Council are. scheduled. Some of
these items were already discussed at the Sub-Committee,

but no conclusion has been reached yet.
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(l) Translation of I-n-t-erna-ti-onal -Appl-ica-tion T
and Matters related thereto

According to Article 22.of.the Tréaty, an inter-
natioﬁal application will be Put inﬁoithe national
sﬁagé when the -translation is submitted_and thé

 ;nétional'fee is paid to the designatéd Officé nér—

-mally‘within 20 months from the priority date.

'-‘Though the application is to be processed under the
"national law after it has been transferred to the

‘national stage, the transitional procedures from the

 international.to the national.stage will have to be
newly prescribed in the national law. |
a) Basis of national examination; translation of
interﬁational application in its original'
language-——Thernotes on Article 46 of the

- Treaty clarify that the translation can be.

used as a basis of examination without
~referring to the application in the_original
language. From the practical standpoint, this
may be the onl& way to be employed. The
_guestion of discrepancy between the original
and translated languages will be discussed =
. later.

b} In case where the translation and the national

fee are submitted after the expiration of the
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20 months period---If the translation does not
reach within the 20 months period, the appli=-

T 1

cation in Japan shall be considered as with-

‘drawn. Other small defects in ‘the procedufe;_

‘may be allowed to correct within the specified

periocd.

examination under Article 23(2) of the Treaty
---It may 'not be necessary to prepare a spécial'
‘provision since'fhere is the system of the
‘request for examination in Japan. .The'

applicant requesting earlier examination will

- have to submit the réquest'for examination |
after the translation has been filed in the Patént
Office.

d) - The procedure in the designated Office for

reviewing the refusal of according an inter-

‘national filing date or the status regarded as
withdrawn under Article 25--- The review will
be done upon a petition for such review by the

applicant.

(2) Opportunity and Permissible Rangé of Améndments

Under Article 28 of the Tféaty, an applicant is

given the'opportunity'to amend the claims, the
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"deSC;;ption_anﬁ_the"drawingsmafter.the application,

entered the national stage. In case the national

law provides that examination starts only upon

special request, the applicant shall be given the

same opportunity for amendments as that permitted

- by the national law to the national applicant.

(Rule 52. 1 (b))  Therefore, the following shall be

claxified.-

~a) The period and procedures for amendments---For

b)

- thhe Treatysubml tte d after-the-national- e

the present national application, amendments

can be done within the period of a year and

three months from the filing date and at the
time of examination request. . Since the .inter-

national application is regarded as actually

filed in the designated Office on the date of

‘the international filing, the period of one.
year and three months for amendments has usu-
ally expired when the national stage begins.

Accordingly,'opportunity for amendments may be

limitted to the time of examination request.

How to treat the amendments under Article 19

~stage has started---There is a possibility

that the amendments under Article 19 have to .
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be submitted to the designated Office after@f
the national stage has started when the

amendments of the claims before the Inter-.

national Bureau under Article 19 have delayea'
due to the late international search report.
‘A certain proyision will be required for this
situation.

-c) Permissible range of amendments=--If the
translation is regarded as the basis of exam—i'
nation, amendments within the range of the

translation_may be. allowed.

(3) Discrepancy between the Translation and the
International Application in Original Language

Article 46 provides that if, because of an
incorrect translation of the international application,

the 5cope of any_patent granted on that application

- exceeds the scope ofrthé international appliéation‘_:
in its original language, the designaﬁed staﬁe maj.
‘retrdactively limitrfhe scope of the pétent to
théMSCOpé.df the ofiginai.disclosure. And, the
notes on the same Article ciarify that-the_deSignatéd

state may_regard the portion as abandoned which is

disclosed in the original international applicatioh

but not disclosed in the translation. Accordingly,”




"the valid scope of the national patent may-be limited:

to the common disclosure both-in original and trans-
lated languages. In view of the above, the following
- should be considered.
~a) In case where the scope of the patent-is found
to be broader than the origihal disclosure
after the patent has been granted---In view
of.Articie 46, it may be necessary to provide
a partial invalidation trial system or a
eystem~equivaient to it.
b) In case where the translation is found to .
be broader than the orlglnal dlsclosure
.durlng the course of examlnatlon---It may be
.requlred to provide a procedure to accept
the amendments by the applicant to limit the
scoﬁe'of the translation.
(4f'Effec£s of International Publication
.'The.international applicatien is.normally publi-~
shed afﬁer 18 months from the prierity'daﬁe by the
International Bureau. Though the effects of the |

publlcatlon is generally the same as those of the

national compuleory publlcatlon of unexamined’ na—wwmwm"””

tional applications,the effective date of the intex-

national pﬁblication made in foreign languages can
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be chosen by the respective state in accordance with
Article 29 (2). Therefore, the following shall be

clarified in the patent law.

a) Whether or not the republication in Jaﬁahésé'"
'is required for the international publications
in fdreiga'languages after the Japaneése trans-
‘lation is submitted to the Patent Office. i
lb) In:case of above, when is the effective date
- of the publ;cat;on’ | |
(5) Abstract |

No abstract is requlred for natlonal appllca—

tions in Japan. Accordlng to Article 3 of ‘the’ Treaty,*WW”'”m”

the abstract ig regarded as cne of the elements in
the 1nternatlonal appllcatlon Consrderatlons shall
be glven as to what legal status is appllcable to __.
the abstract and whether or_not_the abstract shall _r
be required even fpr the national application inh_e/
the future.
a) Whether or not the abstract constitutes a
part of disclosure---According to Article 3 (3},
the abstract may he considered as just technical
information rather than a part of disclosure.
b) Shall the abstract be required for national

applications, to0o?---It may be desirable to
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include the abstract for the search purpose.

4, Summary

We are_going_to face many alternative ways when
- we file.an application for a patent, especiélly when
filing in many countries for the same invention is
intended. The_PCT‘is one of the alternatives including
Paris Convention Systém-aﬁd Eu:o?eaﬁ Systemé. .For
selection of the most suitable systeﬁ;for réspective
cases,_it may be necessary to accumulate our.éxpefiQ.:
ences in the new sYstems. | |

| Some countfies.including'the U.S. and West
Germény have already ratified the PCT; and Japan haé
stéﬁﬁed its move. lWé have to maké our best efforts to

successfully implement the Patent Cooperation Treaty.

I would like to emphasize that whether or not the PCT

becomes successful is entirely dépeﬁdeht upon the

efforts of all the people concerned.
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DEVELOPMENTS IN INDUSTRIAL PROPERTY
LAWS OF THE THIRD WORLD:

John B. Clark

(Committee #3)

You are all aware of the evolving negative.
attitude in the developing countries concerning rights
in intellectual property. The goal of these countries

'appears to be to industrialize, and to do this, they

need technology from the developed countries. Theref

is also an overtone in many parts of -the Third World

that they have been taken advantage of in the past
and laws are being considered and adopted which are
intended to prevent the recurrence of such situations.

~ The problem is that many of these laws are so restric-

tive as to discourage technology transfer the very
goal they are seeklng to attain. In my comments today
I would like to reflect on what the developlng countries

have done and are doing to obtain their technology goals,

and to leave the impression with you that some of the

steps being taken or considered are counterproductive.

Different efforts are underway. First, as

eﬁemplified by countries such as India, Mexico, and
—-333—
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rArgentina,‘the strength and value of the patent system
is being seriéusiy eroded;;and oﬁher;cguntries such as
Canada and the Philippines are gonsiaeringrchanges
which will have a similar fésult;. Second, the Third
Wor;dlgqqnt;ies.are proposing amendments to the Paris
_?quentiqp,.which, if_adopted, would.éubstantially

: dest;gy the ipternational system which has served the
| indust:ialized world well for many yeérs.‘ Othé:s“will

| speak on this subject.

Iﬁ éiaﬁiniﬁg what steps are being.takeh, I will
| make a'féw comments on the new Mexican law since it con-
tains many contréversialrproviéions'With respect to
ﬁéﬁeﬁts and trademarks. .A:Basic change 1is the.introduc-
ﬁibhhbf the conceﬁt of certificate.of inventién. This
ié a stfong déﬁarture from the tréditional.patent grant
:thch gives.thg invéﬁtor an exclusive right for a épecifi
pgriod of.time. The protectioﬁ_;ffordéd.by a.ceftificate
is_limitéd to the righ; to receive éompénsation fér the
..use of the lnventlon An accordance Wlth ‘terms approved
and/or established by the Governmént, since, by definitio

anyone can obtain-a license. While it is still pdssible
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to obtain Mexican patents in many areas of tech-

nology, protection in several important areas is. .

limited to certificates.

The term 6f.pr§teétion of eifher é ﬁétenﬁ
or ceftificate.of iﬁvenﬁioh'hés béeﬁ redﬁcéd to iO
&ears from grant. It is believed thaf ﬁhis wifl ais—
courage filing and commercialization of inventions,

at least in those situations where 10 years is con- :

sidered inadequate. . In many high technology areas,. -
the time from iﬁvention-to profitable exploitation is
increasing owing to many increasing complexities, and
aﬁy concépt baséd on thé premisg that this.timé span

is decreasing is erroneous.

There is:a: forfeiture provisien in the new. -
Mexican law that is disturbing.: If a cdmpulsory o
license is not applied for or the patentee does not

initiate working of the invention during the fourth:

year, the patent will lapse. This is not only contrary
to the Paris Convention, but it will also inhibit com-
mercialization, one of the primary purposes of the

patent system.
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Perhaps the most unsettling part of the new.
Mexican law is that a certificate hoider --and where:
there is a compulsory licensee, the patentée -~ must
ﬁot only license any party, but must also supply know-
how. Failure to supply_éuch know-how results in the

- loss of all rights.

- The new Mexican law contains many other ill-
conceived provisions, including compulsory licensing
. of trademarks, which I believe can only hinder the

industrial development of Mexico.

 Looking'back iﬁ‘history, the cdunfry with the.
most dramatic increase in industrialization over.a short
period of time is Japan. Her teﬁhnological pfogress
“during the past thirty years has no real equal. This
progress was not the result of drastically changing or
unreasonab1§ administering its industrial property léwi'
to markedly favor Japan. Japan pfovided reasonable

patent protectlon and was and is w1111ng to pay a fair-

price for valuable know how As a result it now has an_

industrial base on at least equal footing with the best
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- of the developed codntries;' Further, Japan todéj is

-2 pOSEELOREO—tTade-0r—sellknow-how-which-it-has

developed in an environment conducive to such develop-

ment. Had JapaﬁrreduCed thé prbtéction'period-of_
patent rights, reduced the status of patent protéction-
to that provided by a certificate, and made as a condi-
tion to prevent forfeiture the provision of know-how,
would Japan today be as'favorably'posifioned as it is?

I think not.

I have only touched on a few of the problems.
but there are signs that this is only the beginning and
that it could get much worse. Canada, for example, has

 ,proposed a law which in many respects is worse than the -

Mexican law. While I believe it is unlikely to pass in
its present form, totally new. concepts are being discus-

sed and considered..

From all of this, I think you will agree that

much is happening which is adverse to the interests of

‘those involved with invention and inmovation who want to

invest or license technology to the Third World. The
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' question to be faced is What,,if‘anything;_can or should
be done about it? To date, most of us have tended to
ignore what is going on and hope for the best. Others ;;;44;

have taken a more active role and are trying to convey.

constructive thoughts. Certainly we will all be more
cautious when considering the transfer of technology to
:COuntries exhibiting an adverse climate. The political

~and economic forces at work are highly biased toward

négative change in the system. While on occasion there
is merit in what they are trying to do, for the most part
there is an over-reaction, primarily for political

. réasons.

One might ask why the industrialized world should
concern itself with the intellectual property laws of |
Thi;d_World cquntries?_;In'most situations, it is the goal
of the developing country to industrialize and this will
come about only if the appropriate conditions are con-
sidered favorable. Where technology transfer is involved,
4Nsoundqindustrialmpropertyulawswoftenwactmas“anwincentiﬁéﬁmHMW

‘to encourage the transfer. By the same token, poor laws

 will often inhibit it. Thus,'there'is a degree of mutual
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interest in adopting appropriate laws, and to the

extent—this—is—so;-we—shouldconsider-expressingour—

concerns.

Arnuﬁber.of indivi&ﬁal U.s. coﬁﬁanies,.as
well as ad hoc groups of such companies, have begun to
take this kina of éction, and.where_appropriate, have
encouraged their government to get involved. Three -
recent exampléé'of such activity'involve Taiwan, The
Philippines, and Canada. To give you an illustrationxof_J
what T am saying, the aétivity in Taiwan was the result

of a rumor that the Taiwanese planned to change their

compounds. .Siﬁce'the proposed change was considéred;not_
to be in the best intéresté of Taiwén, se#eral U:S.:éomf_'
panies encouraged the State Department to react tg.thé.'
proposed change. As a result, the Ministry of Economic’
Affairs of Taiwan invited the U.S. Government together
with several industry representatives to visit Taiwan.
‘and explain why.the proposed changes were considered
counterproductive. The meeting was held and it appears

‘that the points made were well taken. The Ministry =
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expressed its appreciation for the comments presented
and further requested that at the aﬁpropriate time,

the U.5. Patent Office review and comment on a proposed
new patent law.which is presently being pfépafed. At
the wvery leaét, a line of coﬁmﬁnications has 5een

opened in this area.

_In_the case of the Philippines, a new law was
proposed and industry representatives reviewed and com-
mented on the proposal at the request of the State
.Department. The State Department sent an appropriate
adﬁispry memorandum to the Philippine Goverﬁment. We
learned recently_that the Philippiqe'Government has_:
 ‘&ecided to delay implementation_of the propqséd_new_law

indefinitely.

Finally, as to Canada, the Canadian Government
invited the ‘U.S. Patent Office,-togethér~w1th a small

group of industry representatives, to comment on their

“wwﬁfﬁﬁﬁﬁéawﬂéﬁhigﬁf”WTﬁi§7ﬁféééhféEibﬁ”ﬁéﬁwﬁéaé“tﬁﬁ”%éékﬁfﬁw““”

.ago; the Canadian Government representatives were appre-

ciative, and we believe that many of the. comments made




positive effect on the final version of the Canadian
law. Those who pértiéipated felt the meeting was worth _
while, and although I do not believe the task is com-

pleted, we have made a gbod start.

Now to my real motive for wanting to talk to

you on this subject today. The Japanese, I believe,

have a special credibility in developing countries when
. addressing these subjects. As I noted earlier, it is ...
not too long agb that Japan was far from being the in-
dustrial poﬁer ﬁhat she is today. I believe that one of
-the.significant aids to Japan in accomplishing this feat
was & étroné patent sYstem which encéuraged the ﬁecessary

technology transfer, as well as the development of its

own technology. Those of you who believe this could join

appreciate the reasons for maintaining a strong patent

system, and perhaps you can be even more effective than

we in the United States. While we feel we are aware of
the advantages, you have experienced them recently and

should therefore be more convincing. I am aware of some.

;3417.
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of the activities of Matsui-san in this connection and
I know they have been very helpful. It would be bene-
ficial if others, both Japanese and American, could

SUpPport these efforts. I would be pleased to discuss

this subject with any one of you in more detail, either
here or in St. Louis. If you have any questioms, I will

try to answer them. Thank you.
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binding method of facilitating settlement of disputes in
thg industrial prqpertg;fieldf It'applies_to”disputeé iﬁ-
volving patents,:fyademazks,.gogyright,;knqwhow, technical -
infﬁrﬁation, and trade secrets, and could involve ;icensé 

or other types of agreements, as well as validity and in-

The PIPAggonciliation procedure provides a voluntary, non-

£t ingement questions; a1l Eo the extent tHAE EHE PIPA &Bn=
ciliation coes not conflict with naﬁional'lagal requirements.

The procedure is now being formally launched.

427B4(N)
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Pacific Industrial Property Association
Japan - November 1976 '

“REPORT ‘OF COMMITTEE 4, AMERTCAN GROUP

- Pauline Newman, Chairman

?ive years ago it occﬁrred to some of the Ffar-thinking
members of this organization fhat PIPA could £ill a very
special role, and provide a useful service to-our mémﬁérs.
This is reflected in the procedure that has been proposed,
that PIPA provide for a conciliation serviqe{ avai1éb1é to
Japanese and Americans, to mediate disputes inVoiving in-

dustrial property.

The_Japanese.and American groups have worked out the_details
together. Various unforeseen problems”have_arisen‘and have
been resolved, such as questions relating to the need for
representation by counsel. In the United States it is not
:equiréd, for conciliation or even for arbitraticon - even
“though arbitration is binding - thaﬁ‘pérties be repreéented
by-counsei; although of course they often are. And we can
foresee circumstances, in using the PIPA conciliaﬁion pfo—
cedure, wherg the-éarties would want to bé represented by .

counsgel.

The chief advantage of conciliation is its relative infor-

“mality: an open, unstructured, exchange of views. Concil-
iation is not extensively used in the United States in the
industrial property area, although it is well established in

" other areas such as labor disputes. It seemed to us, in
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" PIPA, that it could have particular value in international

[T R
hJCl LTl e gl

In working out this proposal, the PIPA committees folldwed

some simple basic principles:

1." We sought a procedure that is not bianding, and thus
would encourage participation because there would be

' no penalty if the conciliation did not succeed.

2. We sought a procedure that would be simple to start,

yet with enough Rules and guidance that the parties'’

would know how to proceed.

3. The parties can always invoke their legal remedies. The

law decides who is right and wrong, while conciliation

seeks practical solutions.
4. The role of_PIPA would be to help the conciliation'get
started, and then to withdraw.
Thus,‘proposed-Rules'and'Regulatidhs'werg published, developed
- after a study of existing conciliation procedures, but specific

to industrial property.

We don't know how much use - if any -~ will be made of this

conciliation procedure. It is purely voluntary. However,
in the survey three years ago of the members of the Japanese
and American groups, there was very stfong interest in

establishing such a grocedure.
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Conciliation.is really a commercial deéice to enable an ex—
change of viewpoints. The pa;ties,qan,-if they wish, accept
‘the compromises that usually result from conciliation. The
partiés can, if they wish, be'representéd‘by_legal codnsél
dur ing the conciliation or they can consult separately wiﬁh
-~ legal counsel, to be sure they understand their legal alter-

. natives.

" The success of conciliation depends principally on the‘good
‘will of the parties to a dispute. If they are sincerely

interested in resolving their differences, this procedure

should help. But if they wish to rely solely on their legal

_ rights and remedies, conciliation should probably not bhe

uséd at al1.

PIPAibelievés that a formalized conciliation procedure, out-
side of the usual legal remedies for settling'dispuﬁes, is

particularly useful between parties of different countries.

In the relationships betweeh Japanése and American companies,

.71t may happen that our different ways of doing business, our

different legal systems, and our aifferent.language_structure,

could lead to misunderétandings that could best be settled

by voluntary mediation if there were an easy way to do this;

..and _thus avoid ill will, or litigation, that might be really

unnecessary.
The cost of litigation in foreign countries is enormous to

“poth sides. Many international contracts now invoke inter-
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national arbitfation.v‘ThefPIPAwpfoposal'would enable inter-
national conciliation, as another choice available to parties
involved with patents, trademarks, and knowhow rights. We be--

lieve that this choice can be useful, and we have at this

Congress worked out the few remaining details.

This has been an effective cddperative'efforﬁ between the.
Japanese and American groups. ' Mr. Teshﬂna has carried-a'héaﬁy
burden, and before him Mr. Kanzaﬁi; Mr. Matsui énd Mr. Saotome.
Among the Americans, Marfy_Kaiikow ~ the father of concili-
ation - aﬁd beﬁeilhﬁeméén'ﬁévé been 1éa&ersﬁi§ this eE£GTE.
We weicomé'allIYOur_paftiéipatidn'and comments, and thank all
6f you fot-having'helped-Committeé 4 to complete this assigﬁ—A'

ment.

42884
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A Study of Conciliation System

Translation of a lecture given by Mr. Sumlo
Shinzgawa, Attorney at Law and Patent Attorney,
at & conference held by P.I.P.A. in Hakone on

November 9, 1976,

Pacific Industrizl Property Assoclation decided to establish a
conciliation systea in order to facilitate settlenment of dispules
concerning indusirial property rights and apmnounced rules angd
regulations thereof. Today, I wish to nake a study on this conciliation
systea. . :

On September lkth, 1975 an informsl meeting was held in Tokyo attended
“by judges froo all over Japan. At this mesting, a jJoint report entitled
"Just and Proapt Civil Trials" was made publie, vhich was compiled by
judges in the Xanto district (the srea around Toliyo) who were interested
in this cause. . The cbject of a civil trial is, needless to say, to bring
shout a jusi setilement to a generally socisl disputs. In order to

solve the dispute Justly, not only the procedures for the settlement

bot also the conciusion thereof must be Just, and, furthermore, the -
settlement should be made prompitly. The Joint report dealt with a subject
vhich those wbo bold positions of judges have alvays T21t deeply concerned
gbout, namely, whether the actual civil trials respond to the above
requirerent. The report is a summary of study and debates on the
problematical points related to the above subject. According to offieiml
statistics -quoted in the said report in respect to the problem of prompt
processing of civil itrials, the number of cases accepted by District
Courts in Japan during 1973 was approximately 95,000, and the numbers

of settled coses and the pending cases were $6,000 and 110,000 respec-
" tively. According to the Annual Report of Judicial Statistics, the number
of cases acceptad by District Courts and Summary Couris for the first
trial during fthe szome year wis approxizately 15G,000. On the otker hand,
the average pericd of the proceedings for an ordinary civil case at
District Courts incrczsed from 11. 5 mounths in 1669 to 17-4 months in
1973. Huzber ¢f ceses, procesdinzs of which exceeded more than 5 years
ond vere yei continuing at Distriet Courts in Japan, incressed fron
5,656 in 1969 to 7,621 in 1573. In other words, =mccerding to ithese
statistics, the average period of proccedings per one civil trial case
has been incrcosing yeazv by yesr, resu¢tinb in decressed rate of settlemeont

And 1k dis obvious. fhat the.suzber.of. cases.pendicg.for-a-long-perdod dg- s

inecreasing. Os the other hand, the legally fised number of judzes in

1973 was 2,658 a5 cempored with 2,520 in 1930 Faking into consideraticn

the ircrehse of 53 csused by reversion of Okinows to Japan in 1572,

the actuzl incrsasze in the nuober of Judses was not much. Thls

indicates thet the just and mronmpt settlement of ci"¢l court cnses is

- not an easy probvlea to solve.
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A out o f - theordinary —eivit-cases-handled-by-the-District-CGourts—in-Japan

According to the informaticn contained in the avovementioned report, 38-7%-

in 1973 were terminated by -judgements,.3Ll.3% by compromises and 2656 were
withdrawn. Since then, the ratic of cauos ‘terminated by compromises has -
been increasing year by year. Furthermore, the number of withdrawn o
cases ig considered to have included a considerable number of cases which
were withdrawn because of comuromises reached outside the court while the
'proceedings vere still contimuing. Thus it is obvious that a fairly -
large percentage of the civil cames btrought to the courts are settled by
compromises. _

Uhder such clrcunstances, Judgement is not a principal means for settlement
‘of ¢ivil coses heard by the coirts but it is merely one of the means for
settlerent along with compromise. The Cede of Civil Procedure of Japan
stipulates in detail the ovrocedure for judgement but, as to compromise, the
stipulation can be found only in ArticleslZ6 mnd 356, In actual eivil -
4rials, compromise plays en important role as one of the mearns io settle the
¢asee along with Judgement.

~In zddition to the abovementioned judgement ard compromise, there'are.two
other means of settlement, namely conciliation and arbitration, which are -
‘also accepted generally a8 lemal wrocedure to zolve civil disputes. In
“Jaran, concilistion regarding a ¢ivil acticn is wrovided fox by a law called
the Civil Conciliation Act. According to a reply submitied to the Supreme
‘Court on March 26, 1973 by Tentative Council for Conciliation System, wiich was
" established in 1971 within the Suvreme Court im order to iuvestipgate and
delibverate remedial stens urgevtly needed in the conciliation systen of eivil
and domestic actians, approxlmately 52,000 cases for civil c¢oneiliztion were
accepted by the courts in 1371, and the number of cases filed for civil
conciliation during the preceding 10 years was in excess of 50,000 per year.
On the other hand, the conduct1ng of civil conciliation during 1971 vesulted
in approximately 31,000 cases (59.5%) of settlement, 11,000 cases (21-1%)
“of rupture and sparoximately 9,000 cases (17-9%) of witadrawals * In case the - -
'number of conelliztions anplied for, with resvect to domestic ralatlons, is
added to the abovementioned approximately JO,OOO cases of ¢ivil coneiliation
‘per year, a lfotsl rumber of appliceticns for conciliation is equivelent fo
-more than 70 percent of c¢ivil cases zccented by the courts yearly. Tae |
" average period of proceediugs of civil conciliation was 5+1 months. 763 of
the totzl cases were cerried out within 6 months. If the time for rroceedings
is extended to one year, the percentage of the cases brought to a conclusioa
reaches 92+1%. Those cases which required proceedings for more than 2 years
: were only 2+3%, The reply submitted by the Tentative Council for Concxllation
System states in its conclusion as follows: .

YClvil conciliation, since its inanguration 50 years ago, has been playing

en importent role in settling in a peaceful manver verious perscnal :
dlsputes of resrective scci&l backerounds, in accordance with the needs of

“the times. Judging from the above facts, however, the function of the current
system, &5 expected bty the general anlic. is considered to be to xchieve:

in & simple and promnt manner grotection of rights through voluutary
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o BBtblenent of disputes by sobitration are in

actlions yather than to settle disputes without recourse to law. This
tendency is anticipated to increase in the future. ' Thus, in order to cope
with the incresse in disputes involving the complexity of the times such

88 increasing troffic accidents, public pollution etc., the introduction of
technical knowledge or improvement in the procedure according to the specific
featurez of the cases is specifically considered necessary. In case
substsntial improvement is made in the conciliation system in response to the
recent trend in conciliation cases, the c¢ivil conciliation system is expected
- to plsy & more important role in malntaining order of civil law, supple-

. _menting the civil suit system.” . )

In conzidering the function and object of the conciliztion system it is
highly noteworthy that the renly eumphasized, as a function expected by the
"general public of the conciliation system, simple and speedy achlevement in
protecting righis by conmciliation which is a voluntary method of settlement,
-based upon mutual agreement of the parties involved. ’

"I shall refer to this point later, but the above fact that quite a large per-

centage of the civil disputes are settled by concilimtion, indicates that

. & method called COHCIliatlon playa an 1mportant role in settlement of civil
disputeo.

AB mentioned above, the zetual settlements in civil disputes indiecate that
‘Judgement is not the only means of settlement in pzinciple,.bdt compronise
‘mleo pleys. an-ilmportant part in settling the dispute as the number of cases
setiled by cozmpromise excesds that of Jjudgements. Judging fron the ahove
reality, it can be said that the. civil disputes are settled in the courts by
either one of the three means, namely, Jjudgement, compromise and conc111at10n.

;Professor Mikazuki of ;okyo Universmty states in cpne of bis books as follcws._
Hdudgement, as a method to settle a personsl dispute, is a method deemed to be
-8 Bort of last resort and is not the one and only indlspensable zethod in )
rprinciple" .

'AB the professor pointed out, actual legal disputes related to civil affairs

zre-not handled under the sole assumptlon that such d;sputes should be settledr

-in the court by juduement.

' There is another irocedure set forth in the Code of Civil Procedure in Japan.
This is arbitraticn as set forth in Articles 785 to 805 of the Code of Clvil
“‘Procedure. In case of internationzl coniracts related to jndustrial property,

there is usunlly a clause for arbitration and recently, cases of seeling
vever, ubilis atiqfd

of the grbitration system in Jopan is still
with setilenent by Judgement, compromise or conciliation. - Except for the case
of Japan Shipping Exchange in Hobe where disputes related to morine affairs
are srbitrated, it is very rare that the arbitraztion system is used for '
settlenent of civil Qi»pu es among the parities in Japsn. This is quite
'different Irom the Bitu&vlon in FZurope and America.
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Before proceeding vith my study. I shonid like to explain fo you briefiy

about compromise. concilintion and Erbitration as"stipulatedHin-Japanese ~Lavks

According to Japanese law. compromiae is divided into two categories. One B

is comproniise reached out of court, as stinulated in Articles 635 and 696 of

. the Civil Code, and the other is compromise made bafore the court, which I

have referred to before. The difference between the compromise reached out

. of gourt and the cozpromise made before the court is, roughly speaking, as

follows: Compronise mzde before the court is participated in by Judges.

whereas comprcmlse reached out of court is not participated in by judses. In.. - .
. case of compremise maode before the court, a deed of conciliation will have the

same effect as that of a final and conclusive Judgement of a Court of Justice,
based upon which compulsory execution can be levied; whereas, in case.of’

¢compromlse reached out of court, there is no established form and even if a

document 1s prepared, such z document willl not have the effect of a deed of

"concillation made before the court. Be that as it may, both types of

comproEise are a ¢ontract, the objeect of which is to settle the disy ute hy

nmutual concessions as stipulated in Article 695 of the Civil Code wnich reads
-as followa : :

-"A compromise is for"ed when the partiea agree to: terminate =4 disphtﬁ between
‘them by mutual conccasions."

Since compromise is a contract which is reached by mutual concesaions and by
acknowledging . disadvantagea mutually, the object is not to lunvestigate what is

right scd to settle the dispute based upon the findings as seen in the case of -

& trial by a Court of Justice. The fact that compromise has a binding effect
on the parties 1s derived from the basic principle that a contract is a ... ...

‘contract and should be mbided by. The fact that a compromise made vefore the
court bhas the szme effect as that of a final and conclusive judgement is

considered to be attributable to the fact that Judges nave perticipated in S
reaching the said compromise. :

Gonciliatinn can be classified in & similar manner as compromise. namelv into -
conciliation participated in by the court and conciliatjon made by orwaniuations
other than the court. Conciliation participated in by the court is further =
classified inte civil conciliation and conciligtion on domestic relations, as
stipulated by the Civil Concillation Act and Domestic Causes Inquiries Act -
respectively. .

Examples of—conciliation mzde- by other-organizations than the court are
conciliation made by Japan Commercial Arbitration Association, which is an
awxiliary organ of the Japan Chamber of Commerce,.and conciliztion conducted -
by International Chamber of Commerce according to Rules of Coneiliation and

- Arbitration. Conciliation offered by a conciliatory organ of Pacific Inuustrial

Property Association is also one of them.

.According to the Civil Conciliation Act, conciliation is carried out by a '

conclliating committee consisting of ome prineiral, & conciliating judge
and iwo committee members who are not Judges. Thus the ¢ivil coreiliation

_ differs from coapromise made before the ccurti in that the former is carried .
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out by a conciliating committee whereas the latter is participated in by
judges only. Although there are many different opinions as to what 1s the
difference between comnromise and conciliation or what is common between the
two, the general tendency is to study this problem from view-pointsa of
Article 1 of the Civil Conciliation Act and the composition of the above-
mentioned conciliating comuittee.

‘Article 1 of the Civil Gonciliation Act stipulates the object of thisz law as
fbllous: .

“"The object ‘of this law is to attempt -1 settlement whieh stands to reason and
yat conforms= to the actual elrcumstances, by mutual concessions of the parties
concerned.' .

-“Mutual concessions by the parties concerned“ is also the princinle of the
abovenentioned compromise. However, in case of conclliation, additional object
0f "attempting g settlement which stands to reason and yet conforms to the
actual circumstances! is. contained.. Conciliation differsy from coupremise in
this point and, therefoure, is particinated in“by a conciliatirg committee which
is comprised of members other than judge. ,

Profeasor Hoboru Koyams of Hokkaido University states as fbllows:

_“In a lawsult where the disvute is to be settled according to laws and reoulations,
the most imperitant matter is to find the facis as reguired by stipulations of
laws and regulations; and the faets alone are helpful in solving the dispute.
Bowever, there are cases +here active application of laws and regulations msy
result dn lack of appreopraatness in view of the actual circumstances. Ykhat
engbles judzes to make a concretely appropriate settlement vhich scconplishes
the object, is consistancy with resson. Judgement by reason is coordinated
logical judgement based upon 'ex aequo et bono.'! From jurddiclal point of view
it the parties involved in a lzwsuit so desire, settlerent according to 'ex :
-aequo et bone' principle should not be denied. In case the parties reach an
agreement in accordance with the above legnl reason, thus ending the dispute.
thia iz conciliation. Thus conelliation should stand to reason.™ W

Profesvor Axira Likazukl of Tokyo University also states as follows:

"Conciliation takes advantage of the merit of compromise that a settlement is
reached by wutual consent of the varties to the dispute, yet, in order to avcid
possible defect, the third party is called in for mediation. Therefore, ss long
as the dispute is settled by free will of the part es involved, cemciliaticr is
a complete form.“_ } . e

woseff-the-1ight-of -the- sbove- -cpintonsy- "attpﬁnt for -a-settlement whioh -stands: tenw“¥ﬂ~w

reason and yet conforms to the actuml circumstances™, as stirulated in Article
) of the Laws of Civil Conciliation, is more esséntial requirement to conciliation
than "zutual concessions by the parties corcerned.” "Mutual corcessions® .
is thus considered to be a proecess reguired to attain the essential object of
conelliation. .
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————Both-compromise-and-conctliation—are-methods—to-settle-the-dispute-by-mutual
consent of the partles but in case of compromise, itz effectiveness cannot be
denled as long as such mutual zgreement does not contain-illegality although
it may 1ack appronriateness in view of the mctual circumstances. -

In case of conciliation, however, even if th£ mutual agreement is reached by -
. the parties to the dispute, the conming into existance of conciliation wlll not
"be recognized by the cenciliating committee unless the contenits of the mutual
egreement are considered to stand with reason and conform to the actual
. ¢ircunstences. The conciliating committee is considered to be obligated to
endeavour to bring about such an agreement. :

j_I'should like to explain further sbout arbitration. As explained before,
arbitration is anothér device to settle a dispute as stipulated in Articles -
78 to 805 of the Code of Civil Procedure. Arbitration is a contract whereby
- the parties agree io eatrust sottlement of a dispute to & third party called
arbitrator, and to accept whatever judgement made by the arbitrator. 4s
I mentioned previcusly in connection with conciliation, arbitrztion is also
“undertoken by Jzpan Cormercial A¥bitration Association, Japan Shlnpine '
.exchange; or other arbitration organizations such as the organ established bf
-Interration Chamber of Commerce. According to Article 3C0 of the Code of

. Civil Procedure, the document stating the arbitration award prepared ty the
“arbitrator will be bestowed with the same effectiveness as that of a firal and

-eonclusive. judgement, which enables to effect compulsory execution. The judieial

;precedents indicate that the arbitration awards made in foreign countries are
falso recognized in Japan. .

Professor Kitagava states as follows: '

"Arblt*ation requires mutual. ccncessions more than the cascs of settlement in
the court. The parties are required to accept the propesal for compromise or . ..
concilintion, Using an extrome argument, the ideal of arbitration is to withdraw
the appeal by mutual consent or to reach compromise. w1thout golng as far as
arbltration award.! : o : .

Therefore. arbitration can be function-wise c¢lassified into the same groun as
that of compromise and conciliation. .

As explained in the beginning of this study, the civil disputes, as submzitted
for a trlal before the court, sre actually not always settled by judgements,
but compromise and conciliaticn play en important role in the settlement of.
déisputes along with judgement. Then, how to evaluate the current situation?
In this respect, Judge Haruo MNakamura once stated as follows:

"Irial 13, by nature, of a character of manual irade and is not capable of mzes
production., learge scale production methods such as seen in medern industry,
cannct be applied. As to the disputes which may arise in large nurber and need
to be settled more or less mechznilcally in large quantity, it is necessary

to avold bringing these casea automatlically before the courts which process the
case in a similar manner to precision work. Consideration should be given firstly
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to eeeking other methods of settlement and, only if and when satisfactory
5etilement 15 not obtainable, then these cases can be brought before the courts.

The Hame treatment ‘Bhould be applied for dlsputes which involve problems
requiring diversified investigations of extremely large scale or highly
professional technical knewledge. Instead of appealing to a court directly,
other effective processings, organizations for settlement or procedurss should
. be attempted first, and, appeal to a court should be limited to those cases

. for which the only possille settlement is considered to be througn the court,
- thus rationalizing the burden of the courta. . : L

.

 95A5st. Professor Rokumoto states as follows:

-{f"It is obvious that the abillly of the courts in processing the.trials is

" 3imited.s  From the view-pzint of maintzing legzl order, 1t is not desirzble
P : ning lteg

" that 211 the cases are submitted to a trial by the court. Unlimited increass

'i'in the number of cases appealed to the court may conatitute by itsslf a factor
" -7 Tor hindering the maintenance of legal order of a higher grade, In other words,

-ﬁithe excessive burden of the couris may cause problers of delay 1a settlcment
; grd deterioraticn in the quality of such settlement. If it is desired that only

T g 1imited musber of cases should be brought before the courts, the truly

. dmportant problem is the extént of legal stipulations which govern the process
-« for settlement cutside the court. The aim of the varifus legal systems is, :

2 first of all, to materialize legal setilement within the courts to the paximum

:, extent, but such legal systems also attempt s much legal settlement as

., ‘possible cutside the couwrts. In other words, it is expected that tha handling

i+ of the cazses by the courts exerts influence on the settlement of cases oubt~ -
igside the courts in a more or less remote-~contol manner, " : T

Facing the realitj o* the trial system, one can hardly expect that all ‘he
legal disputes in edvil z2ffairs will be settled by the courts. Judgemsn
- rendered by the courts, if appropriate and reasonable, should be applied tc

“-elvil ‘disputes, which are not laid before the court, in anticipation for

2 abprOPriaue and concrately reasonably settlement. ThlS 43 the desirable state
- of affaira Judging from the reality of operatlons of the trial system.

' f'with respect to cases involving industrial property'rights, Tokyo District
© Qourt and Csaka District Court established a special depzriment to handle cases
. of Industrial property rights. Some of the judzements rendered by these
. special departments shed light upon the problems for which hitherto no unified:
irterpretation on the Patent lLaw of Japan existed. Such judgements by %he
“couris established procedents for the settlements of many other cases yet to
be appealed to tha court. However, the long p:ricd of time necessary for .
- & party to obltain a judgement reduces the value of such a Ju_gement a3 & means -
) settle the dispute ccncretely. .

Brinls on patent. disputes require Mighly technical professional krouledge

~ and, therefore, in order to satisfy the conditions of Just procedure and just -
: concluuion, 25 required in the civil trials, much more time is needed for the
“trial thon ordinary civil cuses. Contradiction between the two basic requisites
fiof trial. ‘namely, sPeediness and Jjustice, emerges most conapicuouslj iﬂ the
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) trials of industrial property rights.
.. Am mentioned before, a considerable number of ordinary civil disputes are

settled by methods other than judgement, such as civil conciliatioen. However,
in case of disputes involving industrial property rights, understanding of

. the case and preparation of proposal for coneiliation requires nignly technical
* gnd professicnal knowledge wiich is beyond the capability of present-day

conciliation committees for eivil affairs. Thus, utilization of the ¢ivil

. conciliation system is almost nil and, if and when there is no prospect for .
sottlement through the nepotiations of the partles, ths only way left for the

settlement iz to lay the case before the court.  This is the reality at preseat.

Teking as an example the casea of infringements which are typical of the
disputes concerning industrial property rights, there are not many Judgenenis
rendered by Higher Courts not to wmenfion those of the Supreme Court. This is

;attritutable to the fact that many iufringement cases are seitled by coupromize
.while the cases are still under trial by the Higher Couris. The ateve foct '
‘indicates that the disputes over industrial property rights are of such & nature !
‘that it is possible to sesk setilement througn compromlpe or conclllatlon in
‘1den of triel. . . .

‘In the eyes of the Gode of Civil Procedures compronise should be 1_it1ated at

‘the volifion of the parties, even during the trial. Tn other words, volition

cof the parties for independent settlezent forms the basis of compromise. However,
“in case of & aispute over infringezent of an Industrial property right, the

- property owner initistes the lawsuit from the stanuﬂo+n» that i“;rl,gemnut
-oxists, whereas the defendant maintains the posifion that his act docs not :
-gonstitutexinfringement. Since compromlse has to be reached fronm both extromen,
-4t is obviously very difficult to reach compromise based solely upon velitien

‘of the parties for indepvendent settlement. To make the maitier worss, thers are

many areas where legzl opinlons as to interpretation of the Patent law are yet
to be coordinated or vhere judgements rendered by the couris failed to cover.:

- Furthermore, the same judge who is to propose a compromise plan will, in

principle, participate also in making a judzezent in case an attenpt for com oromxse
fails. Since it zoy be possible for the parties to the dispute 16 fairly well

- deduce from the conpromise plan what the Judgement at a later date will be, it
-4im extremely difficult for the judge to take the inltiative and reveal vhat he
. thinks is the most reasonable compromise plan for the settlement of the dispute.

This situation may explain why comprosmise is seldon reached in the first instance

‘of lawsuits involving industrial property rights.

:Conciliation is based upon the szme principle of compromise but the third party,

if any appropriate J=,er.,r:rﬂ iz available, mediates from a falr point of view

"and free from the consideration which a judge must exert in case of comprozise as

explained above. Therefore, conciliation can be said to be a better method
than compronise in solving a dispute voluntarily.

 ABBt. Professor Miyuka Qbara of Munlcipsl Foreign Longuage Institute of Xobe

states In'his article in refsrence to the conciliatory activity of P.I.P.A.
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published in the mdgazine “Judicial Affairs in International Commerce“ ‘Noe ?;

Vol. 3 as follous.r

“This conciliatory organ 1a an epoch-making attempt to sottle this kind of
complicated dispute”, and also "It is hoped that the conciliation service
offered by P.I.P.A. will hecome more in general use."

Whether or not such anticipation will be reali"ad depends upon the ability and
nctiveness of conciliators within the conciliatory organization .of P.I.P.hk.

The majority of criticisa agsinst. the conventionzl eivil conciliatfon hag been - - -

directed toward the fact thet coneciliators did not condiict a full fact-finding
investigation but drew a corclusicn merely based upon statements of both partles,
or in ehort, the fact-finming activity was raiher pacsive. Other eriticism

vas that, whereas the parties expected that the conciliator would indicate an
appropriate judgement to be derived from rezsonable grounds, he in many cdases.
placed emrhasis on demanding mutual concession on a compromizge plan mersly
derived from the claims of both parties, or in other words, he was quite passive.
in expressing his own judgement. This phenonenon is considered to ke atfributable
to the fact that sufficient efforts were not made for fact- findirs. If the

role of a concilintor is merely to transesdt the viewpoint of a party to the
other as an intermedlary, the criginal meaning of coneilimtion 1111 e obviously

lost, which is %o inherit the merit of the comuromise systen and yet to comnllment

its dpfects,

In order for the conciliatory organ of P.I.P.A. to meet the expectation and exert
fully its furction of =zsttling disputes, appropri“ta adzptation to the above~
mentiored situstion would ho nececsnry. Thought should ,e‘ﬂlven anew Lo the
intent of Articls 1 of the Code of Civil Proc°dure that the object of congiliation
iz to attexpt a setflement which stands to resson and yet conforzs to the actuol
clrouzstances, . _ )
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