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Opening Address"

By"" Shigeo" Takeuchi
secretary Treasurer, PIPA Japanese Group"
senibr::Mar::ag:J..:ng::'Di.red~or:, Japan 'l?at~n!=- AS soc'Lat.Lon'

Good':~' m6i-:tlihg, llbil~'~'~d;-'_~~l~s:t's}-"::-].:¥die's:·: ·'and: :~-~;P:~~l~p~_~} ::i-r' th
Takeuchi',:,: Secre-taryTre-asur'ej:' i 6f PI-PA.

I sJc~ec1e~ ~i-. qk~I)6;Wl:1(): s'~ryed "" 1'££1<' "xt~pfional'i y",elL ," ",", ,;
Mr.,(lkano,g",acef1l1lYFetired"atthe .end,of ,Februa",y l.a.s"t yeaz ,
Fran,k~Y-:§ip'~,ak:iI;lg,,: :w.P:~J7l:':;:I:-\wa:~;-:}iPP9 i~:te:d.,--S~pJ9:! ~§.nCigJIlR:,:piJ;"gpt9:r;
of the Jal?a" j:>ateJ:ltl',~sociation,.:rllad,.toacceottlle ppst.,pf·
Secretary Trea'surer 'of PIPA 'according to an establ{shed-- C'ustOID,
and this is my firstexpe:dence to attend .the. J='IPA Lnt.er-nat.LorraL
con",re",s It is my greab honor "ndple"sure bohave this' "
oppO'r~"Unity of'niakingap ,opening addres.s,

The pI!'Ainl",rnaE:i.0J:l":J,CO'HJr,,Sshas annuaLl.y .been .he1 d
alternat:"ely,jn,t!,eJ:L, S. and .rap"" wit!' sig"ificant and
productive." prpgra!"s;" and th" .13th ,Tnte:r'n"t:iona1 Cong"esspow
opens i~~;- itllF~,~~d?-y,:,se's;~iqIl;,_o,f::In~e-t~Il_g~h,e,re;,~'r-_:~*op~:~

As you are well aware, nowadays, industrial pfope~ty' system ~s
growing its importance. And, further, reflected by complicated
intE3rn9t~9,;tlCi.];.,,,,,§it Y..:l;ti0J:l,$,:, :: s9l1lE3' dif~Lcul,1:.,-,:, p:r0l:;>l~I)1p::, ,puch as:: ~}:lC?:
revision of Paris' Convention ap.g'ol::ller:s·, l1.CiY~"9cqp.rred;~· 'UI:l4er;,':
such circumstances, the position of PIPA has'risen and PIPA
members' interest in such problems has deepened.

I think an increase in the number of attendance of this
Congress is an indication of deepened interest among our
members. The total number of attendance of this Congress is
132, the largest nQ~ber that we have ever had, 27 from the U.S.

group, 105 from Japanese side. -----
,....----"

I feel deeply on the occasion of this splendid meeting that we
are largely indebted to a good many of our seniors who have
endeavored in the management of our Association during the
past 12 years of PIPA. Further, I would like express my thanks
to the members of the headed by Mr. Kawaguchi,

- 1 -
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In closing my address I sincerely hope ,that this congress will
prove pl.-~i3.S9nt-and'rewal;d~l:l:g 't9-'y?l.r~ . ,-

4

This meeting is honored by the prasence of Mr. Shi!1do,' ,'Ronorary
Chairman of this Congress, and three distinguished guests.
I appreciated for sparing their previous time for Jhis,' CP,!1,g:r:ess.:"
I would like to express 0t1-~-:-&.0rgJaT,.weJco~,e,_by:"g',i;vil)g_:;:"()uF,):>Jg .
hands to honorary, .chai.rman and ,toea",h of, ,th""h<J.!1or,ab.le,gl,lests.
I ask you, ladies and gentlemen, to kindly join me in the
clapping of hands. First, honorable Sadakazu Shindo, chairman
of Japan Patent Association and Chairman of Mitsubishi Electric
Corporation, he kindly accepted Honorary Chairman of this
CongF:~:s,?,.f:· Wext l;',i llC?lf9Fa.b+e, ,: I~,9-Z_~1l9: Wa~a!5,llgJ",i .pi~~9":i:_P_:r,-' G~n~.~~J.: o:f'---.. -.
the Japanese Patent Office. He re,tur!1""d,pomeo!1ly, the, day,
before yesterday from Geneva Diplomatic Conference. Next,
honorableD,onald J. Qyi<.:Jg, Deputy COI1lll1iss~bner?J:Pat$mtsand
Tradem",rks,' pnitedStates ?f, America;, •Next, honorable, DavidS.
Gu:ttmau"; .~h~:lrrn~n:;,()f,' l:.i;c'e:rrs;ing-~Pif~t'en~ and1.r,adeinarj{" C?mmii:t,e,~'{.
American, ~harilberOf comm$'rce .in JaJ;'a,," ,Ad<iresses by bonor-ary
ohaLrman and e~~h:9f'honozab'Le 9'uest,~:}'l;-;t+.'pegl.yen l~i::et_~ " .

I{, the seats' for obseryers, Mr", IJonal,d W. Ba,nner attendsth.;is"/",,
Congress .Mr. Banner cont"ib:uted,to'theestabliShm",nt ofp:j:PA,
and he attended the 9th PIPA Congress held in Nagoya as then
commi s s i.oner of p'atent:s _and_'I'radlama:r:ks,~, the .,' UIl~tE::!d S-t~:tes._of
America. I _~l'S(:)-:f-irid-- i Il,:,:t h ,l7:' seat:s',for o?seFV$'r~_,-_Mr_.~-' _Sh9~o

Saotome, wh?was the first, preside';t of PIPA and who h",sbeen
contributed 'to activities 'of •PIPA 'since its establishment; ,
Mr. Saotome was given 'the fi'rstPIPA.AWard forO'utstandiIl<;r
contributions to international cooperation in the intellectual
prop\,rty,right·fieJ,d,

Thank you.
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Report On 1981 ACTI¥ITI~S

BY TJ:>om.I's I,. p~)3ri"l:l

.. <;OPP,NORNING, .. QtlAYO ,GOZi\INi\W,.

. pISTINGUIStlED,GUESrS i\ND FELLOWcNEH13ERS pF THE. PACInG

. INDUSTRIAL PROPERTY ASSOCIATION,

IT IS A GREAT PLEASURE FOR NE, TO.ATTEND THIS J3TH INTERc.

NATIONAL CONGRESS AND TO VISIT AGAIN.HITH SO MANY OF. HI', JAPANESE

FRgNDS,oNBEHAU·OF THE Al1ERICANGROUP·,IYOULD LIK)': TO EXTEND, ,., ','"-',',, "",., .... ;." ',-' .-'"'' ,.-;', ""'".- ',,' ",

GREEnNGS. 1'9 OUR .,JPPANESE COLLEAGUES.

THIS IS. OURF.~Rs1',GQ~GR~SStN.K9t')':, i\NI)I~ST 9i\YT!:!p,T y ,

THIS FINE CONFERENGf,Cl':NTERON "PORr ,ISLANI)" IS VERY Il1l'RESSIY)':

IT COl1Pp.RES FAYORABLYVITH THE13ESTcONFERENcE Cl':NTERS YOP WILL

FIND Al\1j'\'!HERE IN .TllEWORJ,.l).) '. "'HDELIG!:!T]';)),T9 13EHER)':.,

AG"'IN.rHE .TI!1E..TIi\S" ,CPNE ,WI,!]';NHE,. tlAVJ;;,THE. pPl'PRrUNIW.OI';I';)':Rl':P

BY.THESE.ANNpA~ CQNGRl':SSES Of 0PR"'SSOqA'I.'IONFPRpg~OG A,ND

INr~~i\,c;r.IONBETWEElj' "REOPLE,/\ l1QsT H!l'QRTANT ,.' QNECTIVE .'. PF .... THE

ASSOClp,TIOlj'.U;T.pSUSE..TIlIs .ORPQRTUNIT)';VEH, so WE CAN DEVELOP
NO'-}

HAS CPl1Ej.BOUTINl\. L",RGE}!EASUR)':,TllROUGl:lt.rHIS ..!\SSPP",TIPN.,·..

. ITHARPLY SEJ;;HS 1'0SSI13~~.rHAT ",i,mOLE:YJ;;AR.,IAS. PASSEp SINCE
LAST

v.'E,,}jE:T .n;NEI,'YORK.AT ,THE 12TH pI1'A CONGREss.}§rME.\')':RY.BRI~J!'~Y

.'
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HIGH LIGHT SOME OF PIPA'S ACTIVITIES INT~",],"'~"~.

AT THE NEW YORK CONGRESS THE PIPA AWARD IN'iNTERNATIONAL

ORIGINALLY , "'" "" , .' ',', ' ' .",
COOPERATION WASI\\ANNOUNCED AND THE FIRST AWARDWAS'GRANTED'TO'fHE

DISTINGUISHED SHOZO SAOTm1E. ANOTHER OUTSTANDING CONTRIBUTOR TO

INTERNAT!ONAL COOPERATION IN THE INDUSTRIAL PROPERTY FIELD HAS

BEEN SELECTED THIS YEAR TO RECEIVE TH~ PIP" AI.ARD, Af!DTf-li J""JARD

I,ILL BEL CONFERRED of! DONALD BANNER THIS WEEK DURINb THIS CONGRESS.

WORK H~~~~OMPLETED BY THE AMERIC~.N GROUP ON THE PIPA POSITION

PAPERU~(;IN(;THE PE6PLE(S REPIJBr.ICOFCIUNATO BROADEN THE SCOPE

OF THE PATENT LAW THAT IS UNDER CONSIflERATIOf! BYTHip~c. UPON

FINAL'~KIT1'EWBY'THEjAPANESE(;ROUP, THIS POSITION PAPERI.TILL~E

TRANSMITTED TO THE AUTHORITIES If! THEPRC+ITf-l THEI'URPOSEOF
, ,fORMULATION

BEING HELPFUL TO THOSE AUTf-lbRITJ:ES IN THEIR" DEVELOPMENT OF A

WORKABli AN\)IJ[mFuL PATENT' L~J~FOR THEIR COUNTRY.

PIPA CONTIf!UED ITS ACTIVE INTEREST INTBE: of!~GOINb. INTER~

NATIONAL NEGOTIATIONS FOR THEREVIhoN bFTHEPARIS CONVEf!TION.

AS Y()UKN()\,T,PipAJ BAS THE STATUS OF Af!"oFFICD.L OBSERVER".

AS A NON-GOVERNMENTAL ORGANIZATION • AT THE 11IpI,OMATICCONFEREf!CE:,

AND pJ:PAHAD 4MEMl3ERS,ZAt'lERICAf!S AND 2 JAPANESE, IN ArTENDANcE:

ATTBiiMOSTRECENT SESSION OF Tf-lE!)IPLOI1ATICCoNFERENCETf-lAT

SUBMITTEJ)ANUP~DATEDPOS:rT:r()f!JpAI'ERREITERATINGPIPA'SSTANDS

ONTf-lE /1}\JOR ISSUESIlEF()RE THE: CONFERENCE. A REI'OhHliLBEMADE

LATER AT THISCON(}RESS ONTRE EVENT iND OUTLINE OF THE OctOBER

6
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SESSION.

KNO\.J THAT MUCH EFFORT HP.SGONEINTO THE PREP1\RATIONS FOR

THIS CONGRESS AND ITS PROGRM1 ALTHOUGH OUR SSOCIATION IS STILL

A YOUNG ORGANIZATION, IT P.LREADY HAS IN THESE PAST 13 YEARS

ESTABLISHED A REPUTATION AND A TRADITION OF HIGH STAimARDS OF

PROFESSIONH EXCELLENCE IN THE PRESENTATIONS OF ITS CONGRESSES.

I AM SURE THAT THIS CONGRESS \-TILL CONTINUE AND STRENGTHEN THIS

TRADITION. I LOOK FORI·IARD TO "NOTHER INFORMATIVE AND SUCCESSFULL

CONGRESS.

THANK YOU.

7



KEYNOTE ADDRESS

Koj ira OZl1

President, PIFA

November 3, 1982

Honorable' ~uests,aridfel19W~.::fuefub~:ts,'0:£ the·:A,rner,:ican'!' and :J:~pan~se
Groups:

A~ a keynote to thethirteenthC:6l'lgressdf the p",ci:Ei",
Industria;LProperty_, ,AsS8c::i,~ti(:m,l,,*~l1o_Uld li~eto<J.iscu~,s th~

r econvers i.on of the intellectual' property rights world' 'and,' our
increasing tasks and responsibilities.

Changes in the outside situation sh"rroundlng th~::
indus 't+,i:al<pr()pertywor.ldin whf.ch. we, ,alL,.li,,~::,~nd,.do business
are now becoming more complicated aridvcomp Le x 'so t:hat we 'are
faced _~i,th,)~urn~.r.ous:pr'obLems w:tl~_ch should be solved.

It is very important and useful for us to exchange
timely :·d.nfoiirratibn:am.on'g':PTPN members', wi,thLrespl=Gt'-tto,- our )llpjor,
common problems and to take measures against such various' .
changes in the situation together.

In order to do so, the reconversion of our industrial
property system should be strongly recognized from thE'
international view point. And we should expand our territory of
PIPA activities in the field of information exchange in order to
keep pace with the extensive changes.

Now, I would like to take a few minutes to talk about
the following three aspects of these problems. Namely, the
quality changes in the technology subject to industrial property
rights, and the changes in the industrial property rights system
itself and their impact on the transfer of technology.

First, there have been major changes in quality in the
technology subject to the industrial property rights. Dramatic
technological innovations have brought about a wide range of new
p~oducts, new production methods and obtained new natural and
man-made resources.

With these developments a multitude of new legal issues
have arisen. For instance, can patent system appropriately
protect inventions in the field of computer software, mask
patterns of Large Scale Integrated Circuits, marine
developments, biochemistry and so on.

With respect to the protection of computer software, as
well know, the United States Federal Supreme Court made a

the Diehr case. , it still remains unclear what
is the most appropriate form for a computer program.

- 1 -
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The situation is quite similar in our country. The
Japa"",s", Pat",ntcoffic",ha" rn"inta~n",d~t" posi~ion that they do
not denyth",pat","tabii:i.ty.o~SO~t"liJ."e-relatecli!lViOntions.
In 1976! the;'~i:lpa,Ilese PCitent "q~ficeisEi}lIZ~"EX?ffilinati.b,nl\fatlli'a'1::0n-::
Softwar~: J:,nV~l1t~o:ns11 :i.i1: '\1hiGI1'; pr8gr~~i:-e;1~-ted"-'iI1yentf9I:i,~:- we,r~'
reco'gni~~g,:' as,b~:ip.g,:__:~i~g~ble, for :,.,pl:"p,ce,l;5,::;, .p,i3.:t:ent::;'.",~ow,;:;' tl1ey' are':,'
preparLnq." (;ui(j.~.l,inJ~S,ifpf the:,ExCllUi:I).a~.tb~ M,Cin~cil,',,~)~: ':rpven~i'on,~-'
in the field of Micrb-p)n1puter.At:'pti#a;t,i9~\~T.~CJ1i:r{9};i~s'"in'whi'ch:
such programs are recognized as 'product. invent'i-ons'~

On t~", other ha"a,the. Tbl<yocJ.J.st"eiCtcollrthas
recently made a decision admitting preliminarY',JnJ~l1ct'ion'unde'r
copyright of Read-Only-Memory programs. Under these
c i r'cums t:ance~:,-",~he ,J'ClpaI1es:~." .c;9vernrnrnt,o i~" .cons i¢leI:';i:rlg
legi s lat.ing',:a"speq~al: .act.,' ~o-r'E)o+t'\'l(i.Fe,:.pr9tec-t,+c:j.n:under ~hE!
copyri.qht.. .Law, Further:, mo,r~J<,tJ;l~,:,Japal1es'7 :~ov:er'~~J:lt:is "n0'io'l
preparing a spe,p;iCil,a,ct for ,'P;t:"'qg-:ram, .Lnsurence. ~9r h~,l:"~~p).lrqhas'e::'~'
of computer software. '

Anyway, t.he question .ofhOw c9mpuferprogralllssh9uld be
protected by means oct pat",nt,,,o:gyright or.lic",nseagre",rnen:tcis .
note-yet; .answered.-

In particular, I wo~id llket6 point oUt thatfhe
question now being debated is only how to protect computer
programs. But the .scope.oLa:grogram-r.",latedpat",nt has not yet
been d Lscussed ; -, , ,

I<think we should have clear":cutgtridelines •On t.he
i nterpretationspfthe"copepf. apl;qgram~r",lated patent iHfhe
immediate future :', ; ])"l;'P'Clx:t~.:~tll;ar:, ;.:,s.uc~;,~uidel,i~e.,s. ori :tl1e ,," ~
so-called "Doctorine of Equivalence" of software "patents a're
extremely:::;important,:,i:p., ol?d~,~."t,o.l5e~p:~n;~l?proI?r~at~ beLance
between the--Pat~I):I:;~~~,', rights ,-"aJ}a:',the,-.llsers I " ~i,ghts .

What I want to emphasize here is thaf"lll1"fuF"l
resourses, even sources of energy., ,oF, ,inpustI:'i,a~'ll1:at~ria,l,~',,-' h.ave,·";';
no value unless new techniques are created for using'th~m

namely", -such uti

• .-" -.," "C,",','__' __ ',' ".",,-, ,; C',,' -:'.__'";,.",,."

."",, Th~.",: r,~ i.~t~9P~}1~ p;:_,'b~{fw~Hn t:h~",It~W;L¥~9~tClin~4 i' re;s<:)llrges
from mar i ncideveIopment.s and p~Qi;h~mi<?a~ c1e'{:~:lppmeJ?t,s." al1<:l' .-,~:l1e-
resulting industrial property riglit~;is also a,'YE:!rY,iiUP9rt:aJ;it
issue we must consider. .' ' .' . .-

I thi"k.that.the "LawoffheSea Tre~fY.rnaybe .
conside.red::"a__ ,bit,., ,-l:at?,:r>,in:: :cOI1n.e,c,~ion,o/:1..th;:the,,{i;-~;a;I1sJ:t?l:" p~,,_

techno logy. ,.. Here, ;I j us.c . want. t-Q. COl1Sico"'Fth", ·:t:e:Latc~on$l1'!-J?
between industrial, ,propertYI"';ig.l1ts ?:l"lS!:,.t.~e::sea.;yihicit:i~·a:
treasure-house of resources both for natural industrial
mate'riaTs and:for:.-energy.,

- 2 -



Next, I would like to talk about the changes in the
Lndus t r.i.aL. property rights system and their impact on the
transfer of technology.

A Revision of, the Paris Conventional1da-proposed "'Code
of Conductn:Will alter the hi.storical basis .ofthe industrial
prop~~ty right system, and these proposals are pressing us to
take a different approach to the transfer of technology.

- 3 -

In the meantime, both courrtr i es nowvai.m to establish
the so-called "Cheap Goverrunent U by means of a "Small
Government," po Li.cy in the United States or the reform of the
admLn.i.a t.ra't.Lve structure in Japan.

Finally, I want to talk about our domestic problems.
Advances i,n vart ous fields of technology have led to a rapid
increase in the number of patent applications,', which causes
severe problems for examination in both the U.s. Patent and
Trademark Office and the Japanese Patent Office.

lJ;oday, ,.we already; ha\T~ .such-exaItlples of _ma~ineenergy
ut.Ll.Lz at.Lon 'techniques Lf.ke the ocean,therma~'ene:t"~~;conversion

systems. _However ,the _probl~ms of 'PI."oi:~cting"ind\1s.trial
property rights against;the l1"age of "the rights in international "
waters are soco~plex_t~~twe cannot solvethe~withinnational
boundaries. Acp.ordingly, I" think that it is very significant
for us to take th~ initiative ~n this problem.

For example, it is substantially impossible to receive
royalties from Brazil. Several ASEAN nations impose strict
conditions for their permission to transfer ,technology from the
developed countries. They. have set .a ceiling on the amount of
royalty to be paid or made strict rules and regUlations
favorable to the users of the transfered technology.

Considering this, we must take into account the
political restrictions of the'transferrer1s countries on
royalties, tax" permission of transfer,of technology and so on.
Accordingly, it is necessary for ~s to exchange information and
to disc~ss,how to promote our beneficial license with these
countries under these conditions.

Foronetping,more and more developing nations are
taking ',sp~Gific" res:trict,ive' ,policies against patents which are
owned by developed nations. Consequently, it is getting:more
difficult for transferors to retrieve investment on, research and,
development for new technology by means of the transfer of this
technology.

10

Under these ,it is inevitable for both
"" """"the""U.S. Patent

Office to have a
last month, u. S. Government fees for patents and
have been increased. The Japanese Patent Offic~ also aims to
increase their fees. Furthermore, the Japanese Patent Office has
recently announced that they will adopt the so-called "paperless
system ll in which all patent documents are filed and retrieved by
electronic means.



I think it is necessary for us to cooperate with these
government policies while airing our opinions in regard to these
matters.

As I mentioned at the beginning, the situation
surrounding us is becoming so complicated and complex that the
roles and responsibilities of PIPA are becoming more and:more
extensive and important.

I believe the reports which will be given here will
present valuable insights into these matters and will spark
fruitful discussions. Furthermore, I believe this Congress will
enhanceour~mutual frienship and'will encourage us to exchange
Ln fo rma't.Lonrand tb"cooper:ate much more .cLos e Ly and 'fr'eely·.

Thank you.

- 4 - II
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of the SUbjects
problem thor-

Mr.'.Chairrnan ,1aides'and gentlemen ,-members and guests:

Mr. Sadakazu shindo
Chairman, Japan Patent Association
Chairman, Hi tsubishi Electric Corporation

Address by Honorary Chairman

If the issue should be
at this meeting, I ask that

understandin

All of us here are more than fully aware of the rapid
pace at which technical innovation occurs today; and it is
in assisting this continually innovative advancement that
the industrial property system has played such a prominent
role. It is owing to the system prevailing in each country,
based on the Paris Treaty, that valuable technologies
thus-far developed have been well-protected and technology
transfer has gone on smoothly between nations.

In developing countries, however, the patent system
has been disputed, which fact h~s generated great inter
national difficulties.

First:; I",would,:,like:tQ express:-,-my~great,joy,.as President
of the J.apan:;;FateI1t As aoci.at.Lonj at w,elc0.111i,ng;'you,to",this:
PlPA General Assembly Meeting here in Kobe, a city remarkably
international in flavor.

It was amid these concerns, as you all know, that the
recent diplomatic convention was held in Geneva to revise
the Pari-So-Treaty.

I am very proud to have been appointed Honorary Chairman
of this meeting, and another great honor I "am sincerely
grateful for is the attendance of this assembly by Mr. Quigg,
Deputy Commissioner, U.S. Patent and Trademark Office, and
Mr. Guttman, Chairman of Licensing, Patent and Trademark
Committee, American Chamber of Commerce in Japan, and
Mr. Wakasugi, Secretary General of the Japanese Government
Patent Office, despite their busy schedules.

In regard to such revision, several previous PIPA
General Assembly meetings have had the matter on their
agendas, and PIPA sent"observers to the revision conven~

tion. Such steps are indeed encouraging.

among nations, so that a new and viable patent system will
result.



- 2 -

I understand that the United St~tes and Japan are
separately considering various policies with regard to the
smooth operation oft?~"P~~2~~ sY~Je1Tl;_ ,:t1}~r~~()r::e;,:it,_",i~;,?,:L
great importance that 'you, experts 'in patent matters, ex~
change the, latest informatiori end-topdnforis as ;.well:,":f6r
your mutual understanding and development. I anticipate
very fruitful results.

The international city 6f:Kob~, facing the scenic
Inland Sea, has:a centuries ':long:hi'story as a trade port;
moreover it boasts the, neighboring splendors of Kyoto and
Nara, ancient capitals of Japan. It is in the spirit of
such tradition that I invite you to enjoy to the fullest
the aut,!",na} ,sPfendo" o{ J"~P~I)'

And l"stly, I ~rayfort>o.l:lnt.,ifll1 results from this
meeting I and that '-'l?lPA 'may contiilue to advanc~'-with'-:'a8
great s t r rdes .as ,,~t1}a~ int:ll~,).~as~.

Thank you for your kind attention.

13
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FOR

of the industry and economy of all countries. Its role is

Under these

I sincerely

In this respect, the

I also extend my gratitude to Mr. Ozu, President

PACIFIC INDUSTRIAL PROPERTY ASSOCIATION

l3TH·KOBE·INTERNATIONAL CONGRESS

becoming more and more important as industrial technology

By ,:Mr., Ka auo :Wakasugi

Director-General, the
Japanese Patent Office

The industrial property rights system has an inherently

their efforts to organizing this important event.

,
on the opening of the 13th International ·Congress of the

I take great pleasure in expressing my congratulations

appropriate countermeasures earlier.

Mr. O'Brien, US Group President, and friends from u.s.

increases its influence over economic

of Commerce in Japan, Mr. Banner, Ex-Commissioner of USPTO,

Trademark Office (USPTO), Mr. Guttman, Chairman of

Licensing, Patent & Trademark Committee, the u.s. Chamber

global framework, and has a great impact upon the development

Mr .cj'uigg, ·theDuputY-Colllrilissibner of the u.s. Patent and

of the Japanese Group and other personnel who have devoted

Pacific Industrial Property Assoc~ation.

information in order to be able to analyze. it and take the

circumstances, it is very important to have prompt access to

PIPA Group.

welcome the honorable guests from the U.S.A. including
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Pacific Industrial Property Association (PIPA) plays an

important role , 'providing> patent, people with regular

opportunifies to frankly exchange opinions and increase

mutual, understanding. Thismeetinq is:atypical example

and there can be. no; doubt: as: t.o 'its s Lq.n.i.f.Lc anoe Lnvt.erms

of mutual- understanding~L'sincerely hope: i-t is Fa: great.

success..

Last mont.hj. L :attended:the", D'i.pLoniat.Lc Conference oil

the Revision :o:f:the parf:s Convention, -'he'ld in"'Geneva/"and

returned, to, Japan the day before yesterday. During the

Geneva conference 'a: -conserrt. was made concerning the

prot.ec'tLonrof t.he. 'offi-cialname cfa courrtry under Ar:ti'cle

6 ter of .t.he Paris:-,Convent'ion. RegardingArticlelO

quater, some -pxoqre.ss. was 'seen' thro,ugh'concession with

reference, to', the pxot.ec t i.on-of a: country-name .used 'in trade

and of a name of orig,in,which I think very significant.

I wcuLdvnow like to talk -abouti Articl'e 5-A .i.nvsome

detail beceruse 'national' Lndus t r.ieT c i-r-c l.e s:' showed a keen

i.n t.e reato.Ln 'this>is:sue:~ -AIthough Article 5'"",,A was :not:::on'

the agenda for formal discussion, a new' proposal ~asptit

forward -by Mr. M.ossinghoff, Commissioner'of', USPTO·.,·- As

Some of you may recall, the Na i.r-ob.ii.Oonfererrce: reached' a

consensus in' .a '-form'of:so, called, :.."Na.i.r-ob i. :Cornp'rornise' Text ll

the result :0,:£ Mr~:'Mossinghoff-'.s:stre'nuou:s:efforts the

newly proposed 'draft has :corne' on the, 'scenewi:th'a hope to'

15
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obtain final conaenr. in the corning end...,Novernber round of

Geneva confe rence,

The mad.rr.usub j ec t..' for discussion' of. the Geneva' .Conf.e r>

ence was t:he>prornotion'- of 't,e'chnology t.r-anste-r . to the

developing .nat.i.ona. This is a· worthy: causej and will also

help to reactivate the world economy. However, it is funda...,

mental tothe'reali.'zat'ion-of t.h.i s" ob ject.Lve: that- industrial

property right be upheld and respected. L think this can be,

clearly demonstrated by looking at the"Japanese e xpe r.i.ence ,

Thirty years ago:! started my oEficial"careeratthe

Ministry of International Trade and,Industry;(MITI). My

first job was '.to-exainine .Li.censLno agr,eements'with. U. S ~ arid

European Ld cen.so rs, In-,this"j:oh, I,-became , increasingly

aware of the .extremi. ty<:ofthe':,.technologygap between Japan

and the U. S'.'A:.:: or European courrtr i.e s , The HoB.A. and"

European cornpen.ie s cownedt.mo.sc of,theimportant: patents:','

and there .was a, La r qej.. one--way . flow; of r-cyeLt.Les paid',:by

Japanese licensee:s. As" ace younc.. IDem ,:<1 was anx.rous.ifor the

future of ,Japan:. I thought-of my Torebears. who first

introduced the paterrt: system.,to:Japan a"century ago. They

too must have vfe Lt, thesame_,;anxi,ety.

Ne ve r.theLes s-, Ja:pan has .cons Ls t.en t.Ly respected and

respect and loyalty remains unchanged-and', in .rapan., is

emphasized now jnore t hanv-eve r , Ithink:,:our,,;loyaltyto,

industrial property rights has greatly contributed to Japan's

16
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remarkable econcnu.ciauccess c., It-i~:_ my Yi:~:w:", ,th,~r~Jo:_r,~)

that the respect of and loyalty to ;industrialproperty

rights are .i.nd.i.apen s abLe pr~req~:~sJ,t:es ::t9,t~:e:c:hpo).,pgy

transfer: .d.n real terms. ·W:i~110}lt_:th~:Ir!1 P~~l1<3.PR\_t:perea_l

development of a countrY;W9u,ld; ;pobbe, ,possibl;e:. ~_E3_~pi:ng

this in mi.nd I",i t c an b,~:if)<?~:n,:.th21t : :t11?r:~, :a,r.? st:rq.Ilg>_ rE!2li~pns::'

for sUPPo_Ft:~J:):9t::l:le,-~IlleI1dmE3I1t of the Na,i,ropi- consensua-e.s

to Articl.e,5':"7A-. I: amsure;,-.th?it the amendmen:t,-WQuld .con-.

tribute, in the long::r:~Il':'t9..: b91:,h:.ady:ance(l.:.i3,:nd:,qeve:loping

nations.

The Ceneva. Ct::mfer,ence"was a ttended byan~~er o f

r-epre s en.ca t i.ves froID: D-,. s; .-inp:\ls,t,';YT:: -:fC?:r .e,xa.f!l:p;L.~e .nr. Newman,;

FMC Cor por a t.Lon and Mr. Jorda. of, .S:~ba-:c;e~gy... I qaLned the

impression t.hat ,U ~:ti~ ,~p:4H?try:.-~ i~ \o{~:11: .or-qand.zed Ln. its

support .of tl1e,;g(JV"e.Fnm~!1:t,:,_p9:~i.:tJq~,;~ :I"!:: .qave me the

impression oJ"" a.n·'~,j\roe:r~,can: ,:I:I1c p~ra-llel:::,~(1, ,the,·,:~~qP,i;iI1,,;

Inc". ,_~.n:,::say;ing thisit,ri,-sI'l;qt ,rny::LIl:t:.enti..on :tocri-,ticize

rather praise :t}:~~_,:A:[rt~ri9'a!1':9:.l:;:f:~:tud~,.; TJ:1().!3~':concc,;t7-ne_d,.

should not be indifferent to industrial property righj;s as

they are Lnt ended.vco p ro t.ecf persorieL ·.pro!?,ert:y:~ _T4~:,

pz-o t.e c t Lon.vof rigll,t,s 9'f:: .owne r shi.p, is of.- fundarnent:al

the::J:F:~~::;YJ:.or;l'¢l.•; As I"s,ee .i.t:,: :2l':,.Ilat:i,o.n WAcS.e,

is unfor;tlln:03;;:t:;~,,:,,beGC\v~:e.,.~:tcenvnot; ,;~,:x-pec~t-:,-~.o :~¥P'eJ:;_~~I1:.c~:

proper development. The U.S.A. is one step ahead of Japan

in terms of the unity of its industry's attitude towards

17
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the patent system. As I said before, I,have only praised

u.s. industry in this respect.

Next I "le'Fme 'merrti.orr "two patent-related matters "Ln

which the Japanese government 'is" -t akLnq a maJorintere-st::~

The first involve's measuresrelat'iilgto international

cooperation,'and-the;'sercbrid doncerri i.nq action to cope with

the 1 a.rqe taccumud e t'io:n'b'f'pate-I1t"Tnf6irriatfbri:~

The flrst:mcitter iricludes;interhatiorial exchange of

data and .i.nf o rmatLofi, imprbverne'rttsinl:nternatiOnalcbope

ration and'theprbinotion':and"'advertiE'-ement of'the indust;;"

rial pz-oper-cy -rightssysteni'iri o rder to encourage' its

respect on a world-wide basis. This is particularly

important in ,developing courrtr i.es. Japan'wil1'make'further

efforts -YO' 'pr-cv.ide ot.hem wi th'technical iasststance' Lncl uding

sending e xpe r t-s'vand accep't:i'ng ;t;raihee 'engineers ~ I:iow:ever,

one danger Is'hould poin t; 'out 'in- thisconnectiOri- is -t.hat '

there is a risk -Ln tiher pr-e s e nt; iriterria'tiori'al:atmo's'phere of

restricting patent rights. We must' avo i.drthi.s<ri sk by

emphasizing,' Tf'nece'ssary,' ;that technologytransfeI:' in r ea'L

terms will not he" a vad Lab'Le wher'e'''ind'Ustiiar ':property'

rights are ':riot respected.

The second' probl'em',:'hbwt'o:'dop'e"with:':the'vast'

accumulation of information, requires consideration from

two diff'erent standpoints. The drarnat.Lcvincreese 'Ln vquarrt i t-y

requires ,a -re s pons ec- The;USPTO ha s , 'a'naccurnuIatl0I1

of well over twentyinillion data files. Thisapproximat<"ly

18
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equals the Japanese figure. In ten years time, the total

private companies in handling ,th~ vastly ,accumulated/data

files for easy access to such data. Unfortunately, this

will not b~ P?~sible until private companies adopt new,

modern patent management systems.
"r"" - ,.,'" ,

prosecut+9n~_?~,~~tent trademark and design applications.

We should also consider the potential for cooperation with

The solution to these problems is full-scale

number will exceed fifty ~illion causing serious mana~e

ment problems in Japan. The problem lies not only in coping

with the volume, but also in the consequent delay to,

computerA;"i~~t_.:i.O,n;-:_t?:,;EeplaRr qqnve;Q~iqpal_;I?;r;qc~dP1?e~ ~ D~,J.:r~n9',';,

the pr-ev.i.ous :99n;f~rFrrc.e(,in;. G?l1rY:~' :,:!1r'c·<}1ps:~L~f1g99tti~~I?±~iI;l~d

to me ;I?fiX9-t:~_t¥tl;l~(:p,!;"egE17~s~Yr::)?FRf!!~~;~8r ~"I1~TN;)?att:=n:~

managemel':t; sys tem '1lltc:h ~I.r, Quiilil has ,just merrti.oned here

in thi,sl1leeting. Th", v.rpgr"l1l, ha\,. Y,,,:t;, to be.raj:ified Py.,

Congress, s9",J :wp.,s",\lP,~b,l~:,':t:o 09~p.tl1 a 90PY I bp.t;,I Laarned

that it offer.:;; <all e1'trerne~KJ mpfl"rIliV"j:e1i:!:;rn"p"gern"'Il:t; syst"l1lE

I told hirn.,,,bout the. Y!rf!,,'}e~",\',~.W~t~P]1."'}fl'i:t;\1e,.g:g'1I1i.~"HOt':"jc

of project> "l:_~_9Jl1 last s4gun~,r"tp_:,co~§.J:.clel:' ;>9~~~l:>~~-:"of~+c:E7"

a ut.omatr i.on , . we. "gr!"ed:t;hat.. t/;,o."gh J"V?n h"s be",n slow

starter the ~ea,fl. w~gch"Ilil" hands fr"qu"ntlY in the. race.

for e f f i.cLency, and with. give and take we shalL eventually
c.':' , -J " '.' -", ....,<.. ',: '.-..' .' :' ..'. ,-:,'; ',':'-,,' -:,',.' .:.:, .._ :',.: .,. ',,;.:',:;- ',:".' .>_,,;<,.:.--. '::',.

cooperation in future from the very

19
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Conference. This group is of the same nature as PIPA but

II group,includes Australia, New Zealand and Canada. The

as it is known, strengthened the unity of the member countr

ies and:::w'as ahl~r<tb pr;~~Jnt-'-:3.i1iriiiu~ntiai opi.ni.onion the'

issue '-;Oi: , tr"ad~mark:3 -gnd'rl-ame''Of pi'ac'e of' orIgn"'in' rel'atIbn

to Article 'io:':qu'Jtgr;~ Unfo:f-tuna'tely, the' member-s f a i.Led to

present a united front in relati6h'to the fss't:ii~ '6'f"'Af:tibi~:

5-A. I sho"iild<point':oU't, -' however:~ : that' Ja'r;aii' hnd' the u~s .x,

were in harmony on "'a-II these Ls sues , -Sudh'hJimori§ kas'

possib:l:~,'i'~thInk', because Japah -al'h:1 t-h~':'ir"~'s. 'A:~ trave-"a

st.ronq respect:fbr indllstriai': property"rights 'and' bet:ciJse'

there is muiu';'t recogrilt'ion':'i:hat,"the:-' sY's't:ertr: is properly

l11anaged~n-";'Our two coun t r i.e s . Thi's' is': a: Baird ba sLs f6t'

future cooperat.Lon and-If-' this rbiation'ship can" bEf:rtLain'~

t.a Lned 'we 'shall 'be ab'le tbtiike the initi~t:ive:'iri gi-&Irt§

confidence i'n'" this.

For this reason, I hope PIPA'c6nt::Lriucs this kitid. 0'£

meeting. If PIPA, on behalf of the private sector, and

""Pacific Group" which was newly formed during the Geneva

:>:,") , ":'c"-;
Finally, I would like to talk briefly about the

again.

between our two countries. Mr. Mossinghoff plans to visit

Japan next January and I am looking forward to ~~etinghim

smooth development. I have mentioned these conversations

with Mr. Mossinghoff in order to show the close tie



the lip" group, on 9~;h.::lJ,t"pf:,-,thE7,,:;gpve:p~lIp.E;:!r;tt-sect.or I can

work together with.. a view to the future, we shall sU.F.ely," _', ...._,'_ '-', _", " ;....,'. ,....".,',",.'_', ,"V"', ',' ;_,: :,:.':_ . i,-""-.'-:' .", ',U :';' ...._~ ..

lead the way into a new era for the industrial property

rights system.

I would like to conclude my speech by wishing a great

success for this meeting. Thank you very much for listening.
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REMARKS BY DONALD J. QUIGG

DEPUTY CO~~JSSIONER OF PATENTS AND TRADEMARKS

BEFORE THE

13TH INTERNAtrONAi'CONGRESS OF

PACIFIC INJ5bsTRJ:/..L PROPERTY Ass6cJ:AtrON

KOBE, JAPAN

NOVEMBER 3, 1982

GOOD MORNING GENTLE~ffiN. IT'S A PLEASURE TO HAVE AN OPPOR

TUNITY TO GIVE YOU AN UPDATE ON DEVELOP~ffiNTS WITHIN THE UNITED

STATES PATENT & TRADEMARK OFFICE OVER THE LAST 12 MONTHS.

CO~~ISSIONER MOSSINGHOFF GAVE YOU A STATUS REPORT. AT YOUR 12TH

ANNUAL CONGRESS LAST YEAR IN NEW YORK CITY.

AT THAT TIME HE TOLD YOU THAT THE SECRETARY OF Cm~ERCE HAD

REVISED THE CO~~ffiRCE DEPARTMENT ORGANIZATION SO AS TO HAVE THE

CO~~ISSIONER REPORT DIRECTLY TO HIM AND TO THE DEPUTY SECRETARY.

ON OCTOBER 2ND OF THIS YEAR, CONGRESS TOOK STEPS TO MAKE

PERMANENT THAT CHANGE IN THE PATENT AND TRADEMARK OFFICE STATUS.

ON THAT DAY, BOTH HOUSES OF OUR CONGRESS PASSED A BILL \<HICH

INCLUDED A PROVISION PROMOTING THE COMHISSIONERTO THE POSITION

OF ASSISTANT SECRETARY OF COMMERCE. ON OCTOBER 25TH THE

DENT SIGNED THE BILL INTO LAhT (P.L. 97-366). HTHOUGH THIS

CHANGE IN OFFICIAL STATUS WILL NOT HAKE A CHANGE IN THE WAY THE

22
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OFFI'cEWILL f,CTUALLY FUNCTION IN THIS' ADMINISTRATION;; IT,EMPHA-,

SIZES THE HWORTANCE"lHICH THEU;S. GOVERNHENTPLACES UPON/THE

PATENT AND TRADEMARK, OFFICEINfTHE UNITED STATES, ECONOMY.

f S'COMMTSSlONER,MOSSINGHOFF REPORTED TO' YOU 1,f.ST'YEAR,"

SEVEREPROIlLEMS' EXISTEWINTHE ;PATENT ANn TRADEMARK' OFFICE ""HEN'

HE ACCEPTED THE' POSITION,." TO,PUT'IT VERY SIMPLY','; YOU COULD SAY:

THAT THE'·NOSTUOBVIOUS,PROBLEMKHERETHOSE OF "BACKLOGS",AND

LACK OF.. -"Q1MUTY'\ ,THERE \'lAS A' Bl\CKLOG'OF NORETHAN '200,000'

PATENT APPLICATIONS AND HORE TlIAN'1l5"OOO, TRADENPRKAPPLICATIONS'

nm THK.BACKLOGS"liTERE"INCREfSING AT'THE RATE,OFIO% PER YEAR..

PLANS HAD ALREADY BEEN MADE TO"ESTf,Bl,ISH THE TRADEMARK

OPER1ITTONS AS A GROUP OF. SEPERATE TAL,] OFFICES WITHlN THE PATENT

AND TRADEMARK, OFFICE IN "HICH: INDIVIDIJP,LEXAMINERiATTORNEYS

FOULD HAVE THERESPONSIBIUTYANDACCOUNTABIUTYiFOR,CERTAIN

PORTIONS ,OF" THE BACKLOG AND .NEWLY'FILED 'TRADEYJPoRK APPLICATIONS.,

THAT' REORGANIZATION VAS ACTUALLY ,MADE "DURING FY' 82'ANDHADAN

IMMEDIATE BENEFICIAL ,EEFECr-UPON' THE QUALITY AND QUANTITY OF

WORK, IN' THETRADEl",ARK 'OPERATIONS;,

'A SHORTRANGE SOLUTION TO THE BACKLOG PROBLEMS :HfSTO IN'"

CREASE THE PROFESSIONAL AND CLERICAL STAFFS IN BOTH THE PATENT

AND TRADEMARK OPERATIONS SO, THAT .HORE'APPLICATIONS, COULD BE'

I,E HAD, AI\1]) MET, THE OBJECTIVE OF HIRING 235 NEIiT PATENT 'EXAMINERS

AND ] 4 ADDITIONAL TRADEMARK EXAMINERS, BRINGING THE PATENT EX-

23
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!\NINER'TOTAt TO Sl.TGHTI){OVER? 1;000 PND THE TRADEMARK EXMlINER

TOTALT098 ;THB tATTERBErNG A RECORD HIGH. 'HEHAVEI\LREADY

STARTED AN EXTENSION OF TilE, RECRllITINGPROGRPMTO ADD 245: AD

DITIONP.L 1'I\TENT EXAMINE,R S 'INFY, 1 983;, BY 1984, OUR HANPOtJER

NUMBERS AND : EXPERIENCE HILL BE SUCII THAT MORE 1'ATENTA,P1'LICATIONS

vru, BE DISPOSED OF TIIAN' AREFHED TIIAT YEAR. IN TRP,DEMARK

OPERATIONS ,WE AREHEU:' ON TilE HAY' Tm"ARDOUR GOAL OF ISSUING

A FIRST ACTION \'JITHIN 3 MONTHS AND' FINAL DISPOSITION' \.JITHINJ 3

MONTIIS AFTER: FILING TilE APPLICATION,

INFY 1982, CONGRESS PASSED KBILL HHICH PROVIDED A NEW FEE '

SCHEDULE FOR PATENT AND TRADEMARK OPERATIO~TS~' THIS, IS TilE FIRST

TIMETHAT FEES: HAVE BEEN MATERIALLY CHANGED IN THE UNITED STATES

SINCE r965., UNDER THE NEI'! tAhT, FEES HERE INCREASED ,TO A POINT AT

\.JHICH FEES OTHER' THAN THOSE, FOR MAINTENANCE OF PATENTS , WILL

COVER ABOUT 52:7:, OF THE COST OF PROSECUTING A PATENT APPLICATION;

MAINTENANCE', FEES I.JEREALSOPROVIDED, PHICH WHEN FULLY OPERATIVE

HILL, IN COMBINATION \ITTHTHE NON-Ml\INTENANCE FEES ,COVER ABOUT

80% OF THE TOTAL COST OF THE PATENT OPERATIONS. AS FOR TRADEMARKS,

THE NEl,' LAW PROVIDES FOR FEES ImICH \.JILL TOTALLY COVER THE TRADE

MARK OPERATIONS ,

EVENHITH THOSE IMPROVEMENTS, PE, ARESTILLFACEDHITH A"

AMINERS ARE OPERATING IN A SEA OF PAPER, THERE ARE SUPPOSED TO

BE MORE THAN 24 ~lILLION PIECES OF PAPER IN THE EXAMINER'S SEARCH
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I'E ARE LOOKING AT SEVERAL ALTERNATIVE WAYS IN "'HICH THE

PROBLEM MAY BE SOLVED ON A SHORT-TERM BASIS.

BUT WHILE WE ARE LOOKING AT SHORT-TERM SOLUTIONS WE ARE ALSO

ANS~7ER .I S AuTo!'1i\:rION. AlJTOMATIbN I.S NOT ·SbMETHING \,lllI.CH .. CAN·· BE

ACCOMPLISHED OVER NIGHT. IT \,ILL TAKE TIME AND LOTS OF MONEY.

2.•
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ITI,}LL BE, rARTICULARY COSTLY,TO ESTABLlS~1 THE DATABASE . FOR USE

IN SEARCHING •

.• ASCOl'JMISSIONER HQSSINGHOFFREPpRTED.TQYOU LAST YEfR, IN·

DECE~ER·OF1980" THE. IJ. S.CONGRESS. MANDATED THAT. THE COM}IISSIONER'0_ , . . .. _. - .' .." ..-. ." "',' ," ,-". • '. '.' " i '.', ." '" ' '. .' '. , ' :'. .: _ ;., , ... ';

REPORT TO THE CONGRESSWITHTN 'WO YEARS A PLAN· UNDER.FHICH THE

OFFICE CAN ;BE,AUTOMATED •. AT ;THE TINE THECONNISSIONEI\.SPOKE TQ

YOU., AFJRST.DRAFT OFTHI': )'ErORT.HAD IlEER CII\CULA'I'ED TO A LARGE

NUNBER ..OF INDIVTDUALSAND COMPANIES FOR c.0MMENTS •. THERESpLTlNG

COMMENTS ",HICK WE RECEIVED WERE CONSTRUCTIVE AND VERY.HELPFUL IN

DEVELOPMENT OF THE FINAL REBORr.

DURING TI{ISPAST YEI\R. A DIRECTOR OF AUTOHATION HASEJvI1'LOYED

AND HAS. DONE AN EXCEI.1cENT JOB Or REFINING AND DEUNINGTHE

DETAILS OF THE REPORT. THE REPoRT IS NOW IN ITS .FINAL STAGE OF

APPROVAL BEFORE ITS DELIVERY TO CONGRESS. THE GOAL OF TIJE .PLAJ\l

COVEI\EDBYTHE REPQRT.I'HICHISVERY ANBIrlOUS ,IS. TO. COMPLETELY

AUrOMl\TErHEOFFICEBY THE 1990'S.

THE PLAr,WASpEVELorED, KEEPING INMIND.THE.MISSrON OF THE

OFFICE, EXISTING AUTOMATED SYSTENS;AND SUPPORT NEEDS, AND AREAS

WHERE ApTOMATION. IHLL PRODUCEOpERATIQNALBENEFJTS. I,E .HAVE

ALREADY INSTALLED A COMPUTER TERMINAL IN EACH OF QIJR.15FArENT

EXANINING GROUrs TO GIVE rArENT EXAMINERS ACCESS T0 ALL AVAILABLE

THE FUBLIC SEARCH ROOM. ANDAREAVAILf\BJ~ETO THE PUBLIC .ON A FEE

BASIS.
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FE AREPROCEEnING,HTHPIANS TaRAVE ALL,OFTHETRADEHARK

OPERATIONS COHPl:ETEIY AUTONATEDB!{THE ENDUF' FY '1984.. ,AT: ,THE

SAHE TINE, FE PLAN TO FULLY AUTOHATE ONE PATENT EXAHINING GROUP :,

(GROUP 220) ,'I'?HICH bUIS InTHALV AREAS· OF TECHNOLOGY •.' SUPPORTING

PRE-'EXAHINATION, POST EXAHINATION • CLASSIFICATIONANDMANAGENENT

INFORMATION \;rnl: BE AUTonp.TED PSWELLAN OBVIOUS ADVANTAG£ OF

FULL PUTOMATION OF THE OFFICE .HILL ·BETOPROVTDE :COHPLETE SEARCH:

FILE INTEGRITY.

IN JULY OF THIS YEARWERAISEDTHESTANDARDOF·PATENTABILITY

THAT W,S BEING USED IN OUR QUPUTY REVIEI-J PROGRAM. ·1':HA\I'E".LSO

ASKED THE BOARD OF APPEALS TO USE A HIGHER STANDARD OF PATENTABILITY.

VE H"VE ALSO PIJCED GREPTER RESPONSIBILITY AND ACCOUNTAB:ILITY FOR

QUALITY ON THE GROUP DIRECTORS ;OF OUR EXAHININGCORP;

,TN:JUNEOFTHIS YEAR,'HE<STARTED fPPROGRAM AIHED AT·.MAKING:

E" CH OF'OUR:PATENT EXAHINERSHOREAFARE' OETHEDAYTO DAY:PROBLEMS

l'iHICH INDUSTRY FACES .. IN ITS OPERATIONS • THISPROCRAH HIU.RESULT

IN EA.CH EXAMINER HAVING. AN OPPORTUNITY. ONCE EVERY THRE"iiYEARS;

TO VISIT INDUSTRIAL FACILIT1ES \mICH'lITILIZE:THK TECHNOLOGYII\T

PRICH THE'EXAHINERS TSSPECIALIZING.ms; INDUSTRY HASI',ADE

TnISPROGRAH :POSSIBLE:BYEAKING A:URGENUNBER OF INDUSTRIAL

FACIUTIES 'AVAILABLE'FORVISITSBY THE EXAMINERSAND:IS'nso

EXANINER'S·TRIPS. APPROXIHATELY55:EXAHINERS HAVE TAKEN.'PART IN

THE'PROGRAH UP.: TO ?THEPRESENT TUlE;' THEY' ARE ...BECOMINGHORE·
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PIVARE'THAT SOME'iTHINGSi,' I"HTCHON iTHESURFACE'AFPEAR' TO 'BE

ONLY'SlJIGHTIMPROVENENTSiiACTUALLY :CAN,BE' INPORT,ANT::SOLUTIONS 'Tov,

LONG' STAt\lJ)ING'PROBLEMS. ,"

'A'NEl.J' PROGR'AH~'REEXAMINATION,' \\TENT I NT(1 EFFECT IN JULY OF

1 981'. THE NillffiER OFHREQUESTS FOR REEXANINATION I"HICH HP,VE BEEN

FILED ISSOMEh'HAT LOl.JER, THAN HE HAD ANTICIPATED.' SOME PEOPLE

SEEN TO FEEL'THATISANINlHCATIONTHAT REEXANlNATlON IS 'DOOMED

TO FAILURE. I AM HORE OPTIHlSTIC. AS OF MID-SEPTEMBER 1982" 260

REQUESTS FOR REEXAMINATlON HAD iBEENFILEDi

( A)CHEMICAk77

, (B) ELECTRICAL 84

/'(d) MECHANICAl 99'

REEXANINATIONCAME ,ABOUT AS A RESULT iOF 'ATTEMPTS BY THE PATENT

BAR/TO FIND A l/AY FOR REDUCING THE COST ,OF LITIGATING PATENTS.

'IT, \VAS FELT THAT IF SOMEiPAYCOULD BE FOUND IN HHTCHCLAIMS OF

A PATENT COULD BE EVALUTED IN THE FACE OF NEPLY DISCOVERED

REEERENCES ,'FEl,ER LAWSUITS ,WOULD BE "NECESSA,RY;

"THERE,WAS'A GREPT'DEP,L OF DlSCUSSIONABOUT POSSIBLY LIMITING

THE TIME PERIOD AFTER A PATENTTSSUES'INI"HICHTO REQUEST,

REEXAMINATION. IT WAS FINALLY DECIDED NOT TO LIMITTHATPERlOD

AND TO PERMIT ANY pARTY 'TO REQUEST,REEXAMINATIONh'HEN A PATENT

IF,'E TAKE INTO ACCQUNT:THE PRESENT EOONOMlCSITUATION I'

BELIEVE WEi CAN;RIGHTLYASSUME THAT FEHER 'PARTIES"THAN USUAL ARE
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TAKING STEPS TO MAKi;cipfT~.LINVEst~iENTS ATTTHIS;TIME. FEWER

SITUATIONS ARE ARISING HHICH'i: REQU'[RE<;i\NC1EVALUATION OF A PATENT.

THAT COULD ACCOUNT FOR THE LOHER;"iI'\l~!'hEJ)EE,§TEl),:Nl!M1lElh,qfc:RE,qqE,~iI'~i'

AS, THE ECONOMY IMPROVES, MORE PATENTS SHOUtD ASSUME G~~~TER I~WOR

TANCE IN THE PLANS OF INDUSTRY. h'E FILLTHEN HAVE. AN OPPORTUNITY
" ,f j , "j >! ,,:. ?"! r; ;::, ,~: .",;' - <,;;, " , " ,., ;,';

TO ,!'oIAE:E·; p,; ,BETTER. EVtI,I,IA:mOl~;OE THE HWORTANC;E mi· REE:XAI1I NA;I I,Ot,h ,,!"

COSTS' OF' PATENT 'LITIGATION" A.R-ESTILL INCREASINC:AND ''IT i;r;s IMPORTA'.NT

THAT HE DO OUR BESr'±H'sh THAT':THE"PAtENT'6i,iNER;CA~:DEPEt-.1J5;ON

,29
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The American Chamber of Commerce in Japan, whose Licenses,

NOYEMJ3ER}.1982

Al though many of the U.S. attendees will be "Old Japan hands, 'r

having traveled often to Japan on business, in this, the heart

of Japan, there is always more to see and do than time allows.

There are the famous metropolises Kobe, Kyoto, Osaka and such

cities as Nara and Sakai,each with its own flavor and special

treasures. Kobe, for instance, is as old as the history o~

Japan, the still bustling foreign trade of its harbors having

as long ago as the 4th century introduced to Japan the astounding

cultures of China and Korea. The clear water from the nearby

mountains has been famous a long time too, and the Kobe sake

wine that comprises it historically in high demand, even in

the distant eastern capital of Tokyo. And I'm sure you are

looking forward to our trip tomorrow to Himeji Castle, a master

piece by those skilled in the art of feudal fortifications.

·l'lPA l~TH .INTElWA'l'IONAL CONGRES~i

the promotion of exchanges of information about industrial

property. In the past we have sponsored and published, in

·OPENING GUEST SPEECH: D.S.·GUTTMAN

Good morning ladies and gentlemen. On behalf of Americans work

irtl!il'lJ~~~n, ·letme ~~y "Yokoso", .aJap£nes~ greeting meaning

"How gcodofiyou to cone ." To the U;S;t1lembe1's who irivitedt1le

. 'and the Japanes'e membensrwhc made ar-rangement s for this i!'lpor,",

tant.inte;pJatipnal songre~s,my,,~peciaLt!).anks.



English, severa:tbooksof Japanese industrial property case

dec,isiol1s.so~~fhiri.gl'l{.hope to resume again. Our monthly

meet ing~ inT:pkyoha\,eprovided a forum for Japanese government

officials ,lawyers and patent attorneys, and fellow licensing

executives to tell ,~s,AJnericans"a,bo~t "tb,jingsJapanesen and ask

about nthingsArnerican.'~ Currently we have. two studies under"

way, one on th'e ef:te2ts of the Japartese Indl.lstl'idPl'opel'ty J:.~iis·

on American investment in Japan, the other on the effect of U.S.

Antitrus·t,LawsonAmerican competitiveness in Japan

This Congress' meets at .an. historic .timewhen we. are all

concerned abouti ";'orldwid,,'recesssion, the :frictiOns accompany"

ing the scale of .world trade', and calls for tampering with the

Paris Conventio.n.,AU,houghnot a meraberio f. your Assl'c~ation,.

as a U.S. Patent Attorney who has been working andi'esearchlng

in Japan on int~llectualpCl'0p~rty fprthe pa,~t three years I

thank you' for inv:lcting me ,tl' hear yl'urtimelY Comrn,itte.e.,ll-epprts'

and meet with you info'rmal1Y during the Congress; I am sure>thlS
, , .

Congress will, as did the one last year in New York promote

better underStandingl10t ,only of indu,strial property,b!1t ,of

our two Pacific countries.

Thank you.
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Welcome Address at

Grand Reception

:;Mut:.S\lC>.::OhZq:,

p~!1:eJ:"~l"l1aI?:,<3:ger _
Piitent&Licens:ttlg Ilep'£':
j(°ll"Steel"LiCd.
~presidentof"Japah
Pa tent AssocLatioIl)

AS' one ofthe:residerits bfKobe, Iarrtv"i::ygJ:adto

have .the' 13th Il1terna tional Congress.of<.Pacificlndustri",l·

PJ·9P~rty. ,A.ssQciation here , ~~q ",g9fd~,qlly',_w~~c,9_IIl~ ,a~_,J,_, .O~:

you' to our city.

It seems _th~b_-the international-':situation:-$urrounding

the patent system is now in a very important and

difficult phase with problems such astheissue:ofthe

revision,o,£ .che Paris Converrc i.ori , Lam, ·par.ti.cl:L1ar1y

impressed that thecongr~ssisb~ing.~eld in Ko~e,at

thi's' junc'ture, which has been an international city.

I sincerelyh6pe arid believe that this Congress wil'lbe

fru.itful fOL' all .of.us.

, .
HOwever, J: do not: think youwili spend",ll the

time"' i'ii.'::!he'etings:orsleeping in your ho t.eI rc.ioIifs.·

Please. go, out, se" th",,~gll'ts andrne.et .thE! people of

Kobe as much as time allows. I willb" very haPPY if
you can experiE!nce the atmosphere of Japan ih'1::his
interhatiO;naf·bif§which';'isri6'w':{n 'Iriidst;'bf -au cumn, ,'the

finest season of the year for such a purpos~.

Especially, today is called "Culture Dayll and is a

national holiday.

Let me leave you "'lith a Japanese expression. lIThis Con

gress is triply perfect; the right place, the right day
." co.•.••..•• ,..... .;' •.•.. .

and the right people." I wish for the success.

Congress, and hope those participants from the united

States, who will remain in Japan after the session for

their trip, enjoy the rest of the schedule.
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Speech by Mr. OZU, PIPA President
On the Occasion of the Award Presentation to Mr~'Banner.

May I have your attention please.

I am about to do the ,most pleasant task I have to do

during this Congress.

\yo~,~Cl liKe,t-9"pr~,~~Ilt ~.n,~Vl_~_:Ld '~,o .q peF~_<:>~\ WllP ,11a?

made o~~~:taD;9+I1:9_t?S',~tr:lbut..i.()I1S:.toi~t:,~.tnatippa~ <?,oop~r,~,:t:l0n

in the industrial property field.

-He is;Mr ~ Donald w'~: Barirrer-,

P:lease come ,thi,s way I,Mr.-:' Banner.

Mr~', -Banner has'__ 'd'istinguished' himself' in manY:i<many

'fields, and I'll, mention but" a few o.f them.

From 1953-1978, Mr. Banner was General Patent. Courrs.e L

of Borg-Warner Corporation.

Wlletrl'il'A was fOllncieici fir 1970, Borg-Warner was: a

ch~':rte"r'--meIribei and at~' Banner wa~::~ the"-''~~;pres:~b.t:c\ti~e 'Of

Borg"-Wi3.:n1.er CbrJ?or'afibn tOl'IPA from itg IndepHontb 1978.,

14:f. Baririi=i*a·~-:-:-:-p~r:t'icti.l:a.r:y 1dt:iv~:' iildeve-iopment; o f:

the cbn.ciiiatibri syst~m"hfchw"":E8rirral1yidoptedby PIPA

in 1975.

In 1978 , as you -aii].did0,': ;-M:i:-'~Barine:r-':b~:C:aln;e

u. S. C.omrnissioner of Patents and, Trademarks.

r~oyearsa9o, he was a ~ember of the U:S,De~eg~t~or

to the Geneva Diplomat~cConfe_renp~ to r'ev i s.e the,Par,is

converrt.Lon,

:rqr,his: o ut.s t.andLnq co_nt:r:;'b:ut~()ns,:to Lnt.ernat.LonaL

S:90l?~:rCi~t8;I:\ Ln }:J).e, ~_rr~~,:LJ"ec:i:u,a_~, ,:pr9.p~~ty ~ie~,Cl r I consider

it a 9I:eat.hono.r ;t()_pre,~,en,tth~~,eVl':ird,c:to h irn ;

lvlr. Banner I please accept th~,~,.,pl,aqu~ B;~, fl. small

token of our recognition of your many achievements.
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Congratulation Add-ress
by Mr. Shozo Saotome, President, Dia Researcn Institute Inc.

In praise of Mr. Donald 'W:'Banner

D'~ak Mr. Baririer , Ple,ise'a'c.cept 'my sincerecongrat~lkti6ris-'on'your

r ecei.vi.ng the prize of t:h~' -P~c.{(ic:'ind'~'~tri:klProperty 'As sociari.cn,

Everyone knows your activity and.-great; contribution to 'the' Industrial

Property Right circles in t he cljnit ed States 'and abroad. If Itry,:to mention

all t heeeit.hi.ngs rcbat you have tacbi eved tvLwf.L'l have .tc make an endless

speech. So, tonight, I would Li'kevto mention my 'private memories, .d'ns t.e ad

of speaking your public: achie:veme:nts~

I met yo,ufor_~he,first~imei~19~9when I held a p reparat Lon meeting

for theestablishnlen~"Qf'.,PIPAinmy office. I was t a Lk'ing with Mr. John

Shiplllaqwho:arriv~d"atmy office be Ior e the time appo i.nced for t:lleme~t::ing.

At that ~jrn~"a ,litt~~. f ac and tgll per-son and a,.,co~PClraF~ve,ly slim person

got ,~:nSq.: rhe rq9m. ''I'hes~ ,twp,men we're you end ~r. Bensen, Both of you

expressed your quite courageous opinions in high spirits, and I received

a deep impression t hat__ you"ar;~ tYP'~5al4fnericF1ns,.

At that time, I exp res s ed-my opinions follows; 111 dontt want to

make PIPA to be" the organization which only has the right of'>'~'pe~k:tng at

thegovE!.'rnmen'tal' conference of rcr. If r do it at all, I would "like. to

make PIPA to be the organization whose member.s can debate on'all'the

matters about the Indust~ialPrope'rtyRight'Sys't~rri and its ope rat ion

in th~"Uriited States' and Japaninord~r to 'promote abetter uriders t andi.ng

and cooperat i.on be tveen Lot bcouiirr Les . II wfien .: I 'told like' that',' "you
immediately agreed to this opinion.
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£it(~i-J~~-;hiet many times at ~he con~-~~~nce2:o~~IPA a~~C'~IP.pf--and at
other oppor t.uni.t Les , 'Ihus , 'wi{ p'romotedour- 'fri'eridship. Whe:li' I was'iirJited

to PRe as.._A.Le c t urer of__ t.he li,ce!1sing~_e~n~J:' at, :~he:r;equ~_~t of WIPO, we

acted together from morning till night. Every day, we dined together with

other members at.:"the" :fix~d- tinie, gave lectures, and had a party someone IS

room eache brti'ngi.ngvs ome t-hing :":to-'dririk' aftere-eight thirty: at night ~-

After the seminar in Shanghai was over, w~ were in~it~d to P~king.

There, we visited many palaces, museums, the Great Wall- ()f"Chiri'-a~: the':::':

undergorund palace, and so au. It was a quite pleasant trip for us.

Now, there are a lot of difficult problems arising in the field of

international' iridustrial;~~6;p~~~y~:t'gh{"syst'~m~ think, h(;;~ever hard we

were at t acked , we should never -df.s't ort;" t.hetbas i.c pr i.nci'pIea 'of t:'he' 'exis ting

Patent LavwhjchJias ccntLnued .to be eff~c.tJve_!for..' hundreds -of Y~.8:r:~.~nd

contributed to the development of the world. Under such a situation, PIPA
-,/ '.::. ',", -; .':->< ":",-:, i,,_) ::',':" -..: ;,.,''-',; _'. ,:/

should be united to solve the problems, and I sincerely hope that the

Amer i canrgroup LncLudi.ng. Mr.',Banrief'will:dis'play 'its ·:strcirig 'Teaders-hip - in

the wo r Ld,

Dear Mr. Barme.r.; ;--I'!h6pe -.you:\vi11';ni:dre· end-mor e takEF:a~:.iH:::tive- parb.

.dn this field while enj oyl.ng a.goodhealth.

Thank "yb'u:"very: much,".
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Address to the 13th International Congress

of the Pacific Industrial Property Association

HIROSHI IWATA

Engineer-General

of the Japan Patent Office

Mr. Cha i.rman , ,4"is,t:_in9uished,9ue~ts_l lad~,esand,,_,geIltl~~~,n.

It is,t,:r;uly a: g~~Clt ,pr,iy::i,:J,ggte.and.hPTIor for, me 'to, have <this

opportunit-y tCY conqrat.uLat.e at 't.he '6i6'51ng ce.rernoriyiof 'the'

13th International Congress of th~ Pacific Industrial

Property As soc-iat.Lon, I .am also delightedthab:-,.this,occasion

has given ~e an Opr?rtunity to rene~ old friend~hi? and

begin some:: I}E;!\:'l:qnes.

I recall now my visit to the United states in 1971 as a

member of a study team on the chemical product protection.

We met peopJ~Rftl1.eU~ s. :~a:t,ent' and, Trademark Off.i.oe , -t.he

pha.rrnaceutid'caI. 'Manufactur-er s As'sOc'ia.t'i6n 'Tn': l.\iashin\j:t()n;,"bc,~'c.

and the National Asso~iation of Manufacturers in New York.

At t.ha.t; time", we obtainedu;!?efpl information: and -suqqeatidon s

from them. After returning to Japan, we submitted a report

to a qove rnrnent; :::l,egal, adv.Lso r y.vcommdt.tee, IIIndustrial

Property Council II , which corrtr Lbu'tedtver y much for":the

establishment of the chemical product protection' in 19,7:5'.

I would like to mention this fact and thank for their

hospitality extended to us while we were in the U.S.A.

- I -
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PIPA was established in 1970 with the aim of the

further. development of the industrial property system in the

world and pacific region. PIPA has made much effort in that

line and has gained qood reputation in the field of industrial

property.

In this connection, Japan has actively responded to such

a movement by carrying out the revisions of legislat-ion in

kRRping with the times, such as that of 1970 where adoption

of the deferred examination system and a1500f 1975 where

protection of chemical products, medicines and f09ds per se

and multiple claims; in: pat.errt.rapec-i.f i.catri.ons- and-the

mandatory.use .of.. a 'trademark,'fo-r'renewal:,,'of registrati'ou'r e.t.c,.

were p rovi.ded i.. ; En; occcber,. 1978" lve;'be-came party;~t'o-:PCT, in

Nay, 1989;;', we also be:cameparty.::t-o"the, BUdape'st:::.treaty.

- 2 -
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Japan and the United states have different history and

tradition in many respects, however, both countries have

common standpoints as follows.

1) Both Governments attach importance to industrial

development,' .. oD',:which,technology:'and,research ,are based.

2) Industrial property system is highly regarded as one of

the foundamentals of industrial policy.

3) Industrial circlers views have a large,influehceto the

determination :of,!:he';'governmen1:.' policy.

4) Both are main members of group B and cooperate closely

as partners of Pan-pacific Rim subgrou~.

Under such circumstances, my sincere hope is that

carrying out a free and active exchange of views in this

congress among persons from Japan and the United states

whose work concerns industrial property right promotes

better mutual understanding among themselves and closer

cooperation.

I would now' .Li.ke to use, this occassion to present you

a briefint,roduction .orr- eome Of: -tl1.eimPort,g.ntproble:m$Wl1bc:h

the system of industrial prppertyright in Japan is,currently

facing and what k,inds of the measures. have been taken' to cope

as some useful points of reference.

- 3 -
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In 1981,atotal of 610,000 applicationscwere filed

with the 'patent office in ,Japan, in 'N'hich'-417iOOOwere for

patents and utility models, 59,000 for designs and 134,000

for trade marks. There has been a rapid increase in the

number of patent application filed. Whereas about 218,000

patent applications were filed in 1981, the figure was only

105,000 in 1971, 43,000 in 1961, 17,000 in 195L. These two

years, particularly, number of patent apPlication increased

with incredibly high-rate of about 13% a year. Last year,

patent of f i.ce, received,"215, 000:' applications~whichwere

requested for examination of patent and utility model and

disposed of 213,000. The already unacceptable backlog thus

grew by 1% or 2,000 applications to a year end total of

460,000. Its average ~endency time is two years and three

months and high ratio of request for examination of 69% for

patent and 65% for utility model will cause to increase

inevitably the number of application in future.

In order to cope with this" s Ltiuatr i.on , Japan·:p'atent.

Office has: 'eI1deavo'redto:, increase '1. tscapacity:,;by"i'expahding:'

its facilities and personnel and to improve its office work

procedures by such me~ns as encouraging more mechanization

so far. It is no exaggeration to say actually that the

history of the patent office is the battle of disposing

backlog. In the past 30 years the number of examiners has

1 112 the number of

- 4 -
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whole personnel 3.5.:tirnes £rom<683:to_,2 ~362'., Moreover,

the deferred examination system introduced in 1970 reduced

backlog and .. pendency:_:tirne':;drarnatica~ly frorni',6 -year-s to 2

years.

Unfortunately, due to a severe financial deficit

national budgets, number of personnel will be suppressed.

Under these circumstances, patent office is taking following

measures.

1. Appeal for stressing quality rather than quantity of.

application

About one half of applications requested for examination

or about one third of applications filed are rejected due to

mainly insufficient "State-of-the-Art-search ll as well as

IIPre-examination-search" and an inadequate preliminary

study of the patentability which are originally requested

to be conducted by an inventor when a research project is

cont.ernpLat.ed. and. when an, Lnverrt.or-. is to determine if his

ideas ar~:w:orthwhile,to'file c3.ndapplication fora,- paterrt,

Since examination is delayed because of a large number

of such applications, rapid grant of patent to truly useful

inventions is prevented and also due to the publication in

huge quantity of unexamined patent application, effective

use of patent information is obstructed and this results

- 5 -
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well.

To solve auch P~P:P.li?l{lp,~.··.-PCi t_~_I).ti 9,fJ.:i._9~· )::Ws-:.::r$~.ql:lesJ:~d

the cooper at.i.on pJ. ,,~pp_l-J_c::_a:I!t:s<-P§l~t-~,,<;:-1119~}Y' .1?::t:'gE? pr~yp.:t:~:

enterprises by contacting them: s_~.P?_r:::i3.teJ"Y .o.r1:l:l~i:~:-:-.gr9:tlPs

of severa,T--;te911;l)p;L9g:i.9a.l~:f LeLd. ':l:9:r:.': ::tq,?--p'}J;:t:"'ppp~.::9 ~-.,,:t.ran:~'~Et:F~ng,

their importance from quantity to quality of appli?ations

and for better patent management and those for which

examination request'~d;'~::~i;~equentl~. "I"il"'tri"ls contact'~ 'the

leading staff members ofthe;~tent~:Eficemeet those

of private enterprises for exchange of view and ask their

patent department of the enterprises so as to exchange their

views. Furthermore, ~~t~nt office will make contact :~ith

patent attorneys by ;"~'~k'i~:~""~-he~::'-beii~-:r specljf'i'~a{i~n an'ci'

better response.

Patent office, ,has strived to obviate diversity of judgme,nt

of respective e:::-{aTI.\i:~,~;~_:..

fact, that ;;,t:4~ ";e~am,i_llCl;t~OP is .carri.ed p.,ut:,'lln:i:fqJ;;mly, .and

promptly ::~a,9c.Cl:r4il}g:':-~O~.c?¥!e:proper. ",a:rl,q qefini:t,e".,examJnat,ion;

standard,applic,a:ble,tqall the ,q.ppl,icatioI1s. Incre,as,~.o.f

- 6 -
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reduction of the 'technical'fie:ld in charge" 'of' the' Lnd.fvLduail,

examiners as well as in possibility of diversity of judgment.

In or-de r'vt.o <as's:tl:re" 'unifo:rrnity:i:O'f";"e"xamihati6ri~ -the'

chamber 0 f exemfriatLon 's't'andard; 'has" 'been es'cebLi.shedlThe:

activity ofth:is' chamber Ts 'as',:'--fol'lo'ws:

1) to est"cihl-i"s:h the' 'examinatioi'{;:s63:nda'rds-:, td,'el'a-bdra,t'e'and

publish 'them

2) to give the examiners a 5Juide Ld.rie for exami.na'tLon , in

any information concerned and in any legal and practical

question

3) to hear: 'any'C6mplcdntsana'questions onvexarndna t.d.on f r-om'

attorneys and app.lLcarrts arid to fd.nd sol.ut.Loniabout; Ehern

4) to review quality of examipation ~nd to advise the examiners

by anal Lz i nq th~ sta,tistic d~,ta re~u+ted from the comput

erized process of quality and contents of the examination.

Now I woul,d,~ik~ to exp l.ai.n t,he exa,mination s t.ander-d s ,

There are 15 general standards and 67 specified technical

fieldstaI1d.ards <whfchare avai.LabLe for pub'Ld c ~,; The f o rme r is

the interpr'e'fafion of':substa.ritiaFlaw"which -shouLd'<be

applicable for any .inven ti.ori 're(.fardless of tiechnice l: "field

and deals w'i'tI-{ thees'se'ritial matters' o f an inventiori 'such as

the completeness' ;·'of·· Lrivent.i.ori jvt.he Jriventivei>st'ep i 'the"charfge

di.sc'Iosure ~of

- 7 -
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specification etc. On the other hand, the latter deals with

the matte~s inherent to the, respective industrial field.

These s t andaxd's. were': pr-epaced by 'the exemi.ners a5',:,we1l

as the men df-le-arnt' 'and: -experieri'ce (iutsIde::Of"pate-nt::bf-fice

in order ,'tb-'r'eflect 'f-lilly;;'the-:'v-iews' :bE-: the' 'iridiistiy /:'--p<3:t:ent

att6'l:ife:yi:f~ a:h:d. "'a'cadem£c§-'diiCles 'concerned ...'. '--'-Bbth ,'stancla.-rds"'·

are used :'not-:.'ortl'y':-'foi:':'-'cilF;ex-aminers:-but" al so fbr :'cl:ppl:icZlIit-s, .
as a reTiab-l'i:{ g\frae l:ihewheri'-:the:-a.:ppli'cants 'det'e-irriine

wheth:er'he': s'hbuld!' -:!e.i-l'e::--ari"" ':aj?pITt:atib'ri:' 'fO-r -an in"ienf-ibri;.

Thus defense application will be reduced; arid prompt

execution of examination profedure might be attain?d.

Furthermore the e xami.natLon standards a r e served not only

for reductipn of ~he diver~i~y ~pd indefiniteness but a~so

for elimination of t~ouples arise unn~~ess~rily

such as oppos~tion to grant a~ well a~~ppea~_for inval~da~io?

of a patent,

3. Further develOpmentbfthe patenF informatiOn' pOlicy

One 0,£ the most- se;rious p~ob).e!l's we n~\o,1 face is,the
"j ~

pieces of pape~ documents now we have, aqout 23 million,

may reach 50 m:i,1 lioI) by the turn of the century. Under

such circumstances.' it is a vital question to establish a

management system for patent information to pick up for use

- 8 -



with such a background as mentioned above, a Patent

Information Committee Was newly established in Industrial

Property Council to study the overall problems of patent

information" from various viewpoints and make a report~ In

the light""of:, :tl1i::;,'l:",?!?O:l:':t r.: ,¥e,VV'ill: .s:t?l:",t: this" Y~?:l:",,:aIl

expe r Lment.v.o f .an .aut.omat.ed . iIlf0l:"mat,ioIl,.ret:rieYCil,: ",:5yst~m,.: so

called "':5.~Cl,:r,9h sy.st;~rn:'frqrn:,pLur-aL. yie~oints.",~ Our, .fi naL

aim is to: ":b.q~J4",PP A '{1.l11 aut.omat.ed :pape,l:":l.f2s~.:sY:5t~m.Ln pe t ent;

office by the.end of 20th cE;ntl.lry.Japan ,.ill maintain a

nations in .,t}J;i;:5.,~;fi,e:L,¢l :"to deveLop .t.he. more valuable .and 'useful

information ret,r·;i.~vCLl ~ys~~J:n~

:C, r. ':,'::, ,Y .: ,,' ,::: :,',.: "i-
T am Lrnpze s sed very much 'by 'the "enthusiastic 'ci:Cscussiohs,

...,', ", . , ,

active exc'hEmge ~'f:~iews and' co~~tr~c'tLve suggestion 'that

have bee~': made'd~~;i~g thi's congress on sU'ch::'Iinpo;tant:' a~~r

various matters as international problems ,legal mat:t'~'~'s':,

contracts etc ~ and very well organized meeting. For t'he":b'ig

people who organized this congress I would wish to offer my

sincere compliments and congratulations~ Further, may I

give you my': best "wishes for your future success and

contribution

property.

- 9 -

44



NO. 1

o Japanese Practice Relating to "Se Le c t Lori Inventions"
--- Tomehiko Ida ----------------------------- 47

o Selection Inventions
--- Robert P. Raymond 83

o Japanese Practice and Problems Relating to a
Publication

--- Kotaroh Hara ----------------------------- 100

o Patent Term Restoration - An Update
--- RUdolph J. Anderson, Jr. ----------------- 146

o Reasons for a Large Number of Patent Applications
in Japan

Shi.geyasu Horigome ----------------------- 154

o The New U.S. Patent and Trademark Office Fees
William T. McClain ----------------------- 195

o Recent Appeal Cases Regarding Trademarks in Japan
--- Nagahisa Yuasa -------~-------------------218

o Proprietary Protection of Computer-Related Inventions,
Software and Progrfu~able Systems

--- Arthur G. Gilkes ------------------------- 238

45



46



JAPANESE PRACTICE RELATING TO HSELECTION INVENTIONSH

Patentability of Selection Inventions
and Infringement by Selection Inventions of the Prior Patents

When the Selection Inventions are Practiced

PIPA Japanese Group, Committee No.

Atsushi Matsushita:

Tomehiko Ida:

Kensaku'Asato:'

Akio Okuda:

Katsuyuki Sadakarie:

Suguru Sugimoto=,

Seiya Yura:

Kaz~hira, Wat:aIlabe:

Ricoh Company Ltd.

Kyowa Hakko Kogyo Co., Ltd.

Mit.sUbi"hi 'Pet.rochemical Company,
Ltd.

Fuji Photo Film Co., Ltd.

Kobe St.eel i Lt.d.

Toyoj:.aCenj:.ra,I ..Re""arch and
Devel'opment Laboratories, Inc.

'I'he'Fm::\lkawa Elect.ric co, , Lt:d.

ChiyodaChemical,j;;ngj'Ileering s
Construction Co., Ltd.

Speaker: Tomehiko; Ida

Abstract

With respect.'t()t.h~pat.'entabi1ityOfseleCtion
inventions, the Japanese courts generally subscribe to the
following view.

As a matter of definition, in the case where there is
a prior patent application or publication, or a prior'
document which contains'a broad description or claim cover
ing the \ip'P~:~; ~r~.q., ,::W:_it:.h:~Jl:,,"wh:icl1,,::,~r,;s:l1PJ;eqq~nt;:,ip:yentiqn,
falls, but the sUbject maLLerof the subsequent invention
has nevE1F, _:~,l),_e~,i:t:"~q:~J·~,~Y: ,::1J_~~I1i<p.;i sc.l.osed I:. ;Cl:r:r,)~:l1ye.Il:.t.;l9.n-·,
concerning such subsequent invention is generally called a
selection r~:n'!:~n:~;i;.9~:'~:'i::. V?_1:l~p;a "l:;;;~::LeR1:A9.IJ:.. iJl:yeIJ~~qn l1c!:$;·t?:.' v

particular advantageous effect or effects which were not
anticiPa,t.,(ll:>ytheil}ve";t;LOl} 0 f, .theprior. paj:.ellt appliqii ~.'
t.Lon , publ"i'cation or document, the selection invention is
patentable. . 'I'hi" isbec;a,llse recognizillgj:.hePiitenj:.iib;llity.,
of such a selection invention complies with the spirit of
Japanese pat.ent,laj'l, it is 4.eclar.e4 tha·t.'th& v.t
purpose of the law fs encourage inventions by promoting"
their so. as to.c:on,tribU1:.e:.'to.tlle.

selection invention
selection, c:iri~YentibifwiT]'<,oonstitiJ.te
patent that broadly includes tlle selection invention,
is no leading case determining the point~ Generally,
however, it is considered that the practicing of a selection
invention will constitute infringement of the prior patent~
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openlZ,s:rgu"d in the field

In an era6f ke'ent_ech110iO'gIcal 'cornpe'tLtion,,'a great

number of ,in,evitably"simflar ,:pate:nt.a.'ppl,icat-io'n's:'are:'f-iled

daily and, undez th~;s_e',c-ir-cutns,_tal1Ces-,t..h.e:re'-are; cases -in

which the pa.:t'e'l1tab-iI-ity- of'selection i:nverit.'~bn8:ar:ea_rsi.Ue:4-~

Our group will attempt to introduce the way· the patent

ability of seLectron Lnverrtd.ons-fia s been: corrs Lde'rad

Japanese court-decisions . 'I'he r'e: has," "how~ver/::bee.n DO case.
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our comments in these fields Vill'be'based'oh ,the"

examination 'standards 'of '-the 'Jap-anese'-pa'tent o f-f i.ce ,

As to the problem·of whether or not',' .....hena.cselection

invention ;'ii;s ::patentedand i's,:pra'ct'ice'dj:,'-'-'such practici'ng

Japanese court decisions dealing with ,theque'stion.;, We

therefore :must -'wait'::-fo'r' a Jde'f-irtitive:answer~' Neverthe+

less, we shall try'::to"-;i'ntroducecerta:i'rtother opinions

relating to-,infringement"':-b~l:'seTe'ctioniriveri'ti6ns'i'n Japan~'

2. Patentability of Selection Inventions

2-1 - Major Court Decisions

In a recent court decision (Tokyo High court', ·ca.seNCl.

107 (Gyo-Ke)/1979, Date of Court Decision: NovemberS,

1981), the "penicilli"Case, ';tli'e '.l!()k~()Hi~h cou:L'1:decided

as follows, relati.ngtothe p~-tent.a.bintyofa sei~ct.i.cin

invention.

"When the feature elements of an invention disclosed in

a patent appfi~~t:i6'ri':~r~:;'-~:~;ri -';~6V~~~;~f-'b~/:"::ap;-i'or i~v~-ntIon

described in ~; 'pi-io~ ::pat~nt ;·~~eci-ft~:kt.ion or in a prior

document', and;thos"e'-"features are merel~--'desc:~'ibed';in more

specific temsln ihelater patent applicaticm th~nth~

a rule, no patent shall

49



identical. Howeve r I ,whE!:n,$eYe::t",a.t_points,are,select.ed ,',frQrn

the prior inveri t..!qn I \o?f:l.:icl} .wer e no t, ,,' speci fi-cally :'.descrLbcd

in the spec ifLc.a t i.on ,O'f" t.he :prior "',pa-tent,:':and't,he¥ are

combined t.o ,pI:'oquce",al):'.:inven,ti.o.n having advantages which

were not, ant.Lc Lpat.ed by:t.he prior invention,in::such::a:case;

the gran,ti I1g ,of.a,pai:;,e:Qt:,for, :such .an.v.i.rrven tion":compl ies with

the spirit'qf J".;ipq.J)e$,E!: "pa:tent':-la.w j:",which is,(aimed'at

encouraging Lnvcnt.ions .'PY.promoting,i,t.heir protection "and

utilization, $0 .as to ,:e.ont·rip,\lte;tothe"developme:nt of

industry ~ . T,I)., thiS,c,a,sE!:1:' '~,$ a.rrnatrt.er of ,:forIll",ther.e:c,ome to

exist double patents -- but there is no reason for rejecting

such patents. II

This view is also seen in the following several court

decisions, and in the further. det.a i.Lsvofit.he -Penicillin:' Case

which appear below.

"ME7thod ofPrq9.u~+Ilg, ap Orga~~c_ .Phosphor.i.c ,,~s-sE7:r."

(1:okyo High Court, Case No... 13 ,(Gyo-Na) /1959,

Date of Court Decision: October 31, 1963)

This case is famous as the first case in which ,a

selection invention was pat~!l,t,ed. The subj,ec,t mat.ts r of th,e

application in this case related to an insecticide, which has

extremely low toxicity to warm-blooded anim"ls. The

effective constituent of tpe insectic~~7,is s~?wn,?Y the
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(I)

(II)

z
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R10-P-OR'

:-0:'~'m

In the specification of a prior patent, there is

described an invention relating to a ~~th;d of producing

compounds represented by the formula II, which covers the

specific compound disclosed in the sUbsequent application.

where 1 "2'represents sulfur or oxygen; Rand Reach

represent an alkyl group, an aralkyl group or an

Y represents a substituent other than hydrogen or N02, which

is inert to chemical reaytions; and m is an integer not

greater

In the prior patent specification, it is disclosed that·

the compounds represented by the formula II have

patent specification

there is no specific description of the compound sought to

be patented in the application in question, and nothing is
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Furthermore, the compound disclosed in the subsequent

patent application has only about' one-fifth the toxicity to

warm-blooded animals as the compounds specifically described

in the prior patent s pec i f Lca t i on,

In this case, the Tokyo High Court annulled a trial

decision by the Japanese Patent Office, which had been that

the subject invention sought to be patented as a selection

invention was not a patentable selection invention over the

prior patent, stating as follows:

"Although the insecticide according to the present

invention comprises a compound covered by the general

formula disclosed in the prior patent', specification, in the

prior patent specification the ~9mpound,in question is not

specifically described and nothing is mentioned about the

important subject matter of the present invention, that is

that the compound disclosed in the later patent

specification has almost the same insecticidal effect as

that of the compound disclosed in the prior patent, but with

a toxicity to warm-blooded animals that is extremely low as

compared with the prior-art compound. Therefore, the

present invention could not easily have been made from the

description ,in the prior patent ~pecification. Therefore,

the present invention constitutes an invention ,which may

contribute to the development of industry.1I
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(2) "Composition for Suppression of Harmful Organisms II

. (Tokyo High Court, Case No. 142 (Gyo-Na)/1960,

Date of Court Decision: September 18, 1970)

The Tokyo High Court annulled a trial decision by the

Japanese Patent Office, which had been that the subject

invention sought to be patented as a selection invention was

not a patentable selection invention Over an patent. As a

result, that invention was patented.

The subject compound in the selection invention is a

compound represented by the formula I which is covered by

the formula II described in the specification of the prior

patent.

a xn
CH, -N-.C-.NI II I

CH,.O .R,": Y:
(I)

o.r .2 carbonwhere R represents an alkyl gTOllp having

stituted ortho-position.

atoms; X represents halogen;, n is an integer 1, 2 or 3; and

y represent~hydr09'en or all alkyl group having 1 to 4 carbon

atoms i an:d-'~'~e aromatic sUbs~tt~ent has at least one urisub-
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effect.

( II)-N-C-N-Ar
I II I

X .

where Ar represents an aromatic group; X represents

specifically defined as a herbicidal, insecticidal,

In the prior patent specification, there is disclosed a

hydrogen.

remainder of the nitrogen bonds, if any, are connected to

atoms, one, two or three bonds ~re connected to a rnono-

In contrast to this, in the specification of the

In this case, the Tokyo High Court annulled a trial

herbicidal composition containing as the effective component

germicidal and miticidal composition, comprising as the

present subsequent patent application, there is disclosed a

simple description that that composition has a herbicidal

germicidal and miticidal effects.

I. That composition in fact has herbicidal, insecticidal

effective component the compound represented by the formula

composition for suppression of harmful organisms, which is

a chemical compound represented by the formula II, with a

oxygen or sulfur, and, of the three bonds of the nitrogen

aliphatic hydrocarbon with 1 to 3 carbon atoms, and the



the .i.nverrti.onvconcorrted. wa s runpatieritiabLe as':;'a<':s'el~ctiori

inventi6ri>,':stat.ii1g"as·-follows:

liThe compo s i.t.aon fofs_uppression' bf:'harmful' -orga:riisms

according to the patent application concerned is

characterized in that a cheIriic.3:1: compoundico'ver ed -'By the

general fo rmul.a IIdescr1.bed iri"brdad termsiIlthe'prior

patent specification' is '>'contai:ned th'erEbiri':'as ,,::the effedtlve

component. However, in the prior patent specification,

nothing s peci.f i.cvabout; thechern:ica.r,'com:p6und':con6e~ri.ed15

described. On the cOIltrary,thereisa descriptioIl that.'il.

particular' s'ubs ti.i,truenteontairie'd'in '. the 'chemical compound'"

concerned is excluded 'asbeingncitpreferable,

II In contrast,: iii the pfesent:selec't-fori-irive'n:ti8rt, ,the

compound concerned-i-s ·specifiedbyt.hefcrIlluhiI ,by'whieh

particular grOups at particular positicins'aredefiIledarld

the particular cOmbiriaticiriscif tho"e'gr'oupsa're seleCted;

wherebyit'was 'di·scovered· that the cohipoundha'sinsecticrda.[

and germicidal "effects/ill addifioIltO'fhe herbicidal 'effect:.

'''Ikthe prior patentspeC:ificat:i.ol1. i nothing is

described about t:hose.effects discovered rnthepresellt'

invention. Therefore.,' 'it ··sholil'dbe 'Conbider'ed'tha't th,,'

subj ect chemiCal'cOll\pOuIld Was riot anticipated 'by the

description in the prior patent :::sf)e6ff{Ca.t£o!i.'

II lri' :this' -s;ens-e~,:'by,:the:-pies'erit':Iriventi'oh'i a'<noveL

application of the Coll\pouridwhiCh'wa.snoFanb.dpated by the
[', ,."." " , .
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applica t i.on :::>E:"!e~~:-ipr9.t~gti()n',,9:fS:'_1:.he.:inventiol1 o, 1'l1~refQrE!i

the present invention is different ~[l,i1:5 technical concept,

from t.he <inv~~tto:ry_q~:~~10s ed ) ..n. t-h<:!,., pr i.o r pa 't:~l'lt..~

(3) ,",PoIYIfLe.t:'i.ccI()l}-~~cha:ng,~Mem1?rane ll

(Tokyo High Court, Case,No. 20 (Gyo"Ke) /1978,~

Date of Court Decision: J"uly3q, 1981)

In t:hi5."ca5e, :the, .inYE:"!ni:.i9l},c:o.!lcerneq was not

recogni~ed,.as ~~~lectioJ;l Lnverrt.Lonipa't.errt.abLe over a pr i o .

Lnvent Lon ; on tpe grou,nd tllat ,alt,hough d.j,stinc:t:adYCintgges

of the subject inventionqye.t:':tht?pl:'i()l:' il1yeI1.t:ic:?1),w~r~.

recogni2:ed, Ln ~h~",specit:~c,C\tion ,of the subjeptp<?,t,ent

application there was no direct and di.3·ti,nc:t<de~cr::iptiol1of

the specific.differences~inthe "dvantages,,,ndeffects

between ~heprio,r, LnverrtLon .andt-lle '::E>.:ubjeqt Lrrvent i.on,

MOTe: spec,i,fically i ,in:t:h~ prior ,PCi.tent, specification.,

it is described that an ",ion~i:rans,:t:e.r,'rnediumu'e::rnpl.oyeCi,·f.<?p

the production of .pure hydrogen from a mixture of.a hydrogen

gas and other gilsesis an ,1I.acid electrplyte,II,wlli:le, Lri the

specificatipn of thesup"eguent pa):.entapplication

concerned, it is, de.sc r.i.bed vt.ha t t.he '!ion~transfer medium" is

a II polymeric ion-exchange.,rnembrp:ne.u

The p LaLnt.Lf f . insJstedthat,.--lIa cidic electI;O:Ly·:teli does

not iI)pluq,E7,; ":.p.?:L.¥rn:.e.r~,p,).o.Il-::exp~aTlge: .rnembrane;"



However'th" Tokyo High coJitiejected the'plaintiff's

contentfbI1,'saying:that t1l.ecourt:':s' own;' analysis of,this

case, wi th'the" :sp'ecl"tl.da.t'ibil':'·b-t' the 'i:>l:~'ior :patent ian'di:other">

evidence "subinftt~'(1 'to t.he:,',court t.a:kenf' iHi.o:cbh's"id-eration,·

indicated that': 'u'ac.i<ltc e:Yectrolyte II does -indltide?':'upolyme':ffc

ion-exchangernernhrane':a II,

The plaintiff's alternative argumen't::· w2f~,e."tha:t;~::'-even"·1;t:

II ac idi:c' el'ect:ro''lyte{i'{' fhciude~f: II pOlymefii'C" ':16h~:Ed{cha:.:rrg;e;

rnernbrcihk "II', the:'pta.1n't'it'f , g:,:subsequent."inve'nttoh attairi's

distinct effe'cts'and advantages that wer" hot ahhci:patecJ.bY

the prior invent-iO'h:-'; by:'use'6t t.he', ';'p61yme;r'f6" i'O:h.,:ek'bhaI1'gl

membrane, 11 arid', therefore; the' p'r'eseht inventiOn~'-shoUld /b'e

recognized as-'-'a p:atentable 's:election~"1:dven'-t1or{-dverthe

prior inveh'tion~

To this; the court stated as follows':

11Unque 5 t£onabl'y/': :fHe "s'Ubs'equent':i.hvenffon 'att~ath'~~";;

distinct adVantages interms'of . the ·'purl.tyOf obtal.hM

hydrogen I and 1 power consuraptd.on lover the pridr"':.rnventfoh

However,th,deare no speciJ'icdataconcerning t:h~' put:i.1;y 'o'f

the obtaihedhydrcgeh gas ihthe specJ.:ficat:ttlnof the pateht

a pp1 icat ion cohdE3rhe'd'~ :RatheF,:::-:'a,L '::'-5110rt:c6-nl':G{~" 0'£':' ;k::

converrt i onaLihyd.roqen purifl.Ciition methocJ.l.siIi~'r":tipoihted

out bydescdb:i.hgthat"in aconvent::Lohal 'hydrog',;h

puri f icatiori.""iriethod~C-'bne·:a-'r,' 'more rbpet~i t,±-bn'~: eH::: -,'th~';'

usuallY ',requiredtd obtaih high:":'
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with a purity of 99.5% or more can be obtained by one

invention ~F,:~mp~oy'e_9-1_ .pu.rLfLca t i.onio.f );lydr0:Q,~n g:~.,s .can be

done wi t.h e Li.mi na t.Lonv.o f _t9.e.cQPven-:t;io.l1,~tl di:f-fic,t,llti~s. I

99.5% hy dr-oqenc. but,,: when,ame,thociacco:iOciing;to: the p.r.eserit;

puri f iCfi,tio~",pr~F§~p~;J!g:, s;t~p_~: .~I

II Furthe~IJl9r~ r-, -\'l,,i.~1}:, -re_s.p~Qt:t0:th~,.;l?Ow~r::cqJ;l_s,~P:ti.9I1:1 in

the specifip~:t:iPI1 o f .. :t:P~" :,p<3<ten~ -,~J?l?_~~c,~ t;,ionc()n~e:~pe_q~ it Js,

descripedtl1"1:c,, ';when: this" tue:L:,cel1;-;type "ppa:iOat",s is

employed ,tClJ:' !,1!e,p:iOpce,ss~llgClf hydrogen, it" en,,:i09X

consumptJ.PI1;;.'j"p so .Low, .:t:I1Ctt,: economi.z i I19::· Ln ,-C::9st:c:an.b~.

attained, I .and 'thi s~I?Vl;,'~Fl~r':IY cOl1~_:tlIrLptio{l:C?:c.F~,sI2P~qs.t.o

as low as 53 kwh per 1000 cubic feet, and that is all the

nI~ .order fprth~ ~=tU~}3~_quen:tiny'en.t~.C>Il: t?_: be",Fecqgn,iz,ed

as a pa t.cnt.abLe. s;e~~q~iqn invE3r:tio,n,::pv;~::r-tJ:l~:P:F~9J; Lnven-.

tion, the fact t.hat., the;rE;! .Ls. .avd.i.s t.Lnc t., ..d.i f f e.rerice Ln

energy required by this I?FR9:e:s?in9: ~X?:t~~:. I "

In con~.~1-.1~~PI1, tl,le Gourt_4i,q.,,·_n()t:.r~cogniz~d.t.he

invention conc.erneda.!3 ,a: :p~i7en~~:ple: ,:,s~~;~f-1:ioIli: ipve::,t~PI1'::

stating,,,sJql"lows:
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advantage(s) and effect (s) between t.he prior invention, and

:the subsequent, i,IlX~:Q;t;lpr AR;;I'l9t:.';gP.Q,\l911..- ,I:,nqgq.it:.ipl),' ,to'. t,hat

fact, it is req~ire4:, t:::~?1~;_,.': :ip._'tre¥I?~ci"f~c~tJo~,:(~~;-t,J:1e,

subsequent patent application, there be a direct description



are not taught in the specification of the prior patent. II

Subscribing to the above vie~, the TO~yo Hi~h:Court did

not recognize the Lnverrti.on" conoe.rried as a ,p~ter?'table

selection invention over the prior patent

This case has been appealed to the Supreme cO)lrt,. ,:,here

there has not yet been a decision.

(4) "penicillin:c:ase" (Tokyo High Court, ..Case No. 107

(Gyo-'-Ke) /1~;79; Date <Of C6Ul:t: DeC:ision:

November ,,5.,<198],1

In this case, the Tokyo High Court upheld a trial

decisionb{t.hiiSapiil"'s'",p"'&ilt"Of:EIc'" in wh:Lcht:li",

invention concerned was not recogniz\:;~d" a's a:-p:ate{r{i:a:b~e:'

selection invention.

Hare:" i~p'e'Ciifib-aIiy"; ':ii{:: this:-:ba)~\:~; patent was initiaily

granted for t'ii:'Ek-': iriv~nttbh':"-6bn:c:~f-n:e'd/:"r~:,ra:ti'n:g' "1:.:0'-': an'6vei:-'

penicillin a:Iiaa: salt thh",6fr",pres,Mted' bY thii 'fortntiiaIT,

and it method'Of pJ:oduCinq the 'sani",' by Ca1l:sIng'a:ca:rboxyHc
derivative represeIltedbY the:EOrni1l:la It.O react with

6-aminopenicillanic acid or a salt thereof.
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In the specification of the prior patent, there is

trial within. the Patent Office on the grou.ndthat the

(~I)

1l0~
., .., "'==!yll-COOIl

X

+

HD-"'··,,'>5'-... ·cWi
"CIl-c:ONIl__<;:Il-CIl ,C -(

'I 'I 'I ,I CII i
NIl2 CO-N.-.--CIl~COOH

/5" /CIl,
1l2N-CIl-CIl C",,-

I I I CIl,
CO-N---eH-COOIl

6~a:tninop'~nicilI~hic
acid

This" patierit; was ..invalidated in a. J?a-tent Lrrva.lLdetLon

where X represen:ts - an aminoCJro\lJ?::_ ,p,:: :~ <:J::,P.'lP;- Wl~l+?h_..can;

be convertedto"eJ,I1, am.i.no vqr-oup,

disclosed a penicillin derivative and a non-toxic salt

producing the same under the following procedure:

thereof, represented by the formula III, and a method of
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where Y represents an amino-substituted acyl group

containing carbon atoms up to 20, and the carbon chain can

/SZ /CH,
H,N-CH-CH:"" c~I I . I ...CH'

CO-N----CH-COOH

Y' NH

Capl:>oxylic .a.cidor.,'as.alt
+ thereof, with a protected

,Cl,rnJI!.9 gro,up .

/S"(/CH,
·CH-CHCI \. 'I "'CH,

.. CO':'N--'-'---CH---COOH

_'::". ",-' ".-., t

be substituted by an amino group or a part of ·the ~arbon

chain can be an alicylic ring, an aromatic ring or a

heterocyclic ring.

(i) In the trial decision, it was asserted as follows:

The invention concerned L~'Govered by the prior patent

in view of the scope of the claim of the prior patent. The
'-'j:::' ,"",

according to the sUbsequentdrug effect of the products

inventi.on con.cerned is not better than that of ampicillin

which is a representative ·final product accordi';g to the

prior invention~ Therefore, the invention concerned is

accordingly, is not
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(ii) Against this trial decision, the plaintiff argued as

follows:

The scope of the claim of the prior patent is extremely

broad and I ,,'the-re'fdre i s'pecj::fic'c'dmp'bunds oovered. by the

scope of that claim will be countless. Under such

circumstances, although the general formula which covers

those countless compounds was made known by the prior

patent, it does not necessarily meanrchat; all of the

compounds covered by the scope,of the claJ.m were disclosed,

since they are in fact not S,P~9if;ical~y:,',d~scribedand, as a

matter of course, their specific properties are not

described the specification of the prior patent.

In particular in the specification of the prior

patent, n9t~ing is described about nine compounds according

to the subsequent invent~on concerned. Therefo~e, even

though the present invention concerned is conceptually

covered by the prior patent, the present invention is

different from the prior. invention and, therefore, should be

recognized as a patentable invention.

Furthermore, in the tria~ decision it is -asserted that

the prior patent discloses ampicillin (D(-)- a-aminobenzyl

penicillin) in the specification of the prior patent. Based

on this assertion, in the tri~l decision, the nine compounds

according to the invention conc~rned are~ompared with

ampicillin in terms of antibacteri~l activity. .Howe~er, in

62



DL- a -aminobenzy.1pen-ici'llin is ddsoLo scd. ,'uo:,:da,ta a,re ig:iyeI),

individually 'aboutdts ,isomers:,ID (.,,) "<a-amino-benzyl,,,

penicillin:andL (- )~<a,,,aminobenzylpenicillin; Furthermo:I;:e,:

when the patent. application of ,the/pr,ior Lnverrtd.on :was ,

filed, ampicLllindid"not,e:X:ist.: "It was in,fact,afte.r"tl).e

prior patent application was filed, that is, .around ,1960,'

that ampicillin was produced for the first time and its

antibac'terial~(,-activ:ity;<was corifLrmed«

Therefore i,:theassertionthat ampicillin i'thatis

D(- ) - a -aminobenzylpenicill in ,is disclo sed .i.n the

specification of the prior patent is groundless, and;

therefore, the,!comparison::'between the ':'::n.ine, .compcunds ';

according to the,::present ,:invention-,-concerned,::alld<:ampicillin:

is also groundless

Moreover-,- .wheri the compounds ,::,aCcordi:ng:',:to ,;,the:,:invention

concernedoare .compared 'with the -compounds ,:accordingto ,the,

prior invention .Ln:,:·terms-::of. ''drug." effect, ::-there.r is <no

justificationfor,xE!quiring that the compound with ,the' best

drug' effcct "of, th,ucomponnds: ,according to the , Lnverrti.on.

concerned be compared with the compound with the best effect,',

of the cornpounds-racco r d imq. to", the"'pr,iolO'invention.'·:'lJhe',

comparison should .be in terms 'of,theaverage drug effect :of,'·

each group of compounds',

Nevertheless; in-:the specification:O:l5"the'subsequellt

'''''' g'~.~.:,~,:"concernedi: there:isHi description'toth" effect that,
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DL-rneta~hydroxy cornpoundaccording to the;invention

concerned are :b.ette'r ,than the 'drug effec.t- 'ofampicil1ip,

which has the best drug effect'fn the compounds according to

the prior invention. .SO lo-ng-·:as<this i:s-,>the ca:se,-"the

present ':i'nvent'idn,:should be', recognized "as ,',an Lndependent,

patentable <'invention.

(iii) The Tokyo High Court upheld the trial decisiori,by the

Japanese Patent Office and did not recognize the invention

concerned as a pa'trerrt.ab.Le -inventioD,osta-ting to ',the

following effect:

In the specification of .che prior patent, .as the '

plaintiff' admitted, 3 there is specifically'disclosed

DL- a -aminobenzylpenicillin, and it is further described

that,when"thereexistopticalisomers 3 of the DL~a -eam.i.no-e

benzylperiicillin ,'D~type 3,3 amdmob'enzy Lpen.i.c i.Ll.Ln andL-type

aminobenzylpenicillinand a mixture thereo f '33 are ,included;

It is reasonable to conclude that this description 'indicates

a specificdisclostire of 3D ("7)-' a-aminobenzylpenicillin ,that

is, arnpi(Jillin~

The Japanese Patent Law does(not require specific

disclosureof'all the compoundswithinthescope,ofthe'

claim. Therefore, even though there are disclosed no

specific'datllconcerningcthe,D~type'isomer'andtheL~type

isomer/-,it cannot be aa i d.rt.ha t; there is·::no- disclosure about

D-type a-aminobenzylpEmicillin ,or,L...type.o,-amirio-
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benzylped1:1'C:iiTin.. Th~r~fdrJ, there i~ jG.~tif.i.datibn' fot

saying that a.llipiC!ill1.n 1.s spi>2ifically d i.scLos ed iii the

specificatiBri ofC;the'-'\~'riof';~Jtefnt.. FU:tth~f,;~'Il~K'ifit was

not until arCluiic'l 1900 that a.ntpi2illin\'la~piodu2edand itS

excellent antibacterial activity was confirmed, as the

plaintiff iiisi~tEid, 't:hi~ hatn01:hirig to do with the ~att.~r

of whetherClr ri8t'''n\~1.Eii:iiri isc'lEis2d.bed ill the

specification dfthe'pridr 'p,at'er,1:"

As tot:he<'cbll\pa'risori 15e't,w'eEmtl1edrugeffEic:tof the

compoundsfaccoi"d'ihc{totheiri.jeni:'i8ndoncerried and the'drug

effect of the;' ':com;p'duhd;~:<acd6ti(iirig":tcr -the "pii'd:i i'nvent'fdri:: (

the plaintiff 1.!l~i.,stedtha.tthei:lsh8ilidJ:jetoriiparedIrlteilTl,,'

of the averagedrug'effectdf ea.2h gioupof t:hec8111~e:,uricis.

The court re;jec:tedthe<~laiht:iffi{arg\Jfuerit, ,it.i.tfng tlii.£

the compchlndsCOveredby t:he,,2bpEi bf t:hEicli.1.lli',,'d "Yinoi£'

countlessii'n'd hi:£all the 2bll\pOlJ,nds a.ici in fact gi.verirnflie

specification. It is impossible to 'det.~ilTlinet:he average

drug effect of the countless compounds. For this reason,

there is goodjU.JLifi2ad.on.fb/ uking'aIllPicil.1in, which is a

representative compound with high drug effect a62<iidirlg to

the prior invention, as a comparative compound in this case.

Withrespect'tO theplai.nfi,l'f· si.rgil~enfthi.t, in the

spec i fie a'ti'bn '8i' tH~{' 'p'i{tk'Kt'd'6hc:~:lf'riM:r /"lke;i~ :i~:>'-a

description that the drug effects of<Bi,--~aia-hyciri,,iy

and DL-meta-hydroxy compound according to the
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2-2 - Patentability from the Viewpoint of CClqrt

Dec.isions

From the vi~\Y,r(JiI"lt,(),~,:t:he,;Cl):urt:.,d~p;S~PIls,purnIrlCir~~ed

above, it can be generalized about. the pg!:~ntapjlity of
".... . '" n -'__n ,',__' .m... ,".". "', .,__,_, , . .' ' '.. " ...• '.

selection invention as follows:

amp.i.cLl Li.n, which has the b~stdWg ei;~e.c;t of.thec;oml'0ullds

according "t;9 t.he p;t'~~r,,_~I1.yenti?l1J anq,,_;_t;h~1:: t=,his :p,o~f1,t w~;~

not taken into cons Lder at i onii.n tl)~ ,:t:Fi~~, decisLon. t,he

court rejected the plaintiff's argument,stating to the
._, ..• '" .•. d.' ,', ,",".,_,., '."._ ;,' :',.- .',' ,',;,','. .c. :',' : ',,- ',",,'.;' .... :.,.'.'

following ei;fect:

In the trial decision, .the Japanes,ePatent Office

determined that, of _th~ I1,~I'l:e_;c()rrtP~Ul1d~:accord_~,l}g:tp tl1"e

patent concerned I eight compoundsJ~t~.h ~:xc:~.ptJ()n"pi

~-para-hydr.o.xy c0Ir\poqnd),.",,,enClt ,be,1:t~J::i inantipacte,J::ial

activi ty,than ampicil1~n, '" rhis, jUcl9)!!ent '. by !:he. :I<1palle,~e

Patent Of~,ic:~ Ls .corI:'ec~. .ThEtinveg,t.:iPD .concernad .."is,

directed llot.olllyto ....a. co.,mpo.unclwi!:hexcellell1: drqg eff,ec!:,

but also to .s()I'l1P9uIl4,~, whi.ch ..?l,re not; nepes13a:r,il~"het:t:~F:in

drug effect. than <1Ir\Picill~.Il,' Therefore.,theinyen!:ipll

conce.rned , __i3:s av.rho1e,,}s not. cons i.dered, <3:QV~~tC3.<;JI3?}ls;:!oY~:a::

the .. p:r;~Rr ,inv,~Ht;.~on, '; .B:nd, tlf,f3,re;E8:L~' s?n~8t: hereFQ.gni~~q,~,s

a patenta:b~e.,~,~lectiOI1:.invent~on.



(2) In orderctora,selection::inventioll.,ot.,',theoab6ve.l

describeil,!;YP"': to :be"ecogrtizedcas' a' :patcrttablie :inven1i'ion;:

it is necessary that the ,':s:electibn' inverikion'ha.:ve'-"a.

particular advantageous effect over the prior invention,

which was not iintic;ipatedby,the prior Lnvent.i.on,

In the pr",viousliy :described : "Method of,:PrOducing an
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the advanuaqe :over.,the prior invention,' tha':b<:the,insecticlde

concerriedrhas ex.-tr:ernely.,'low:tox-icity to warm-blooded:

ani.ma Ls j c.about; which ,nothing is .aai.d. in ·the'·',"speci'fic'ation of,

the priop,patent.

In-"the:"J1Compositlon for 'Suppression: of' Harmful

Organisms II case, a selection invention was recognized as'a

patentable selection .inventioll. 'on the·ground that the

insecticidal effec,t, gepmicidal,effect arid other effec::ts o f

the composi t-i:on",conc.erned:: wez-e. ' not desc'ribed, in: the

specification q:f::the::pr,lor.? pat.errt v -In these:two, cas as ,;·the

a dvarrt.aqes. 0,£ ,the :se'le'.ction :inventions over:' th€f.iCOunter·part'

prior Lnvcnt.Lons.vare ,o.iffereht::.-:in:::character: f rorn,' the'

advantages, 9J·the prior.--inventions .',

In,thec"se.where the "dvantage i 6f.a' 'Subsequellt

inventioIlc;',ONer:.,q. pri.oz invention 'is.:: the: same: ih:,6haracter

as, but significantly"different in the degree o f accomplish-'-·

ment from, the advant.aqeto f the .prior'irivention i to the

extent that the advarrcaqeso f the'isubsequent Lnverrti.orr-wa a

not anticipated by the prior invention, the subsequent

invention will.be'p.ecognized a s ravpat.errtabl.e 'selection

invention.. iT-hJs· ;',Nie,W' c.....,as;::·,indicated !:'::,in .: t:qe "::PenicillLn: Case"

and the Polyrneric:lqn-exc'hangefMembrane'::'Case ~

(3) The above requipements are.most important for a

selection il}:V~:Q.ti;on"bein,g" r:ec.o:gni'z ed'as .a <pa t'ent'cible
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selection 'LnverrtLorr, In oadaitidni"it \v'iil ;'~1:Je ne'ce'ssary to '
take into consideration the following points as requi~em~nts

for patentable selection inventions.

(il In the i'Polyrlte:i:-±c',<r6nDExcti.irtge'Membraheli case,

although the court recognized the advantages of 2 t he

selection invention as to the purity of hydrogen gas

obtained :'\irid:,'thepower', c'<!;nstimpEl.On>,'o-ve't th.:Ei:'prtOr ::,inverif.ion~

the selection invent.f6n:'was,:':nof::)re.C-Q'gn±zed as "apa'tentable

selection 2invention· on the ground that the advantages

attained by the :"seie.ct.ihn'~'irive\riffonweren6t d~sc'r'ibe'd

positively. This' casesticjcjes t.ed :thafa:nother·rE!quIrerri,mt

for a patentable selection invention is thattheadvantage,i

of the selection inventiOn be described indirectand'ciear

tems.

(ii) In the Penicillin Case, the selection invention

was not recogni~ed as a patentable selection invention on
, .. -

the ground fhatBc::OrnpOundso{ 9donipotinds Cla:tniedas the

selection invention were not better in(drti~re:f:Eect than a:

compound accordingtb th" priorlnV'ellt;;.on, and the selection

invention coricerne:a:,;as a whole,> was :1101:',0 ·ad{rarita..g~dtis::dver

the prior invention and did not'sat:tsfy 'the'~irstdescribed

requirement, tha.f::a selection' LnverrtLon have' an adVari'tag'e

over a prior invention which was not anticipa't'edby the

prior Lnvent.Lon; This case·.sUgcje.sted that'afJrtheF

requirement fOr a: pat'>htabl!e ·sel!ectioninvent:tol'l:t.s, that the+, , .



selection ~nv~fl:tiqn, asa Whs~e, ,::8e il?Y:eut;c,tgeouPL9verthe,_ ~

prior:,; ~n~~I1~t0rl·

2-3 - Select:i,onIl1ventions, in the]ie).ds of Allays and

Cat,,).yst:,

A9 .. ca.11.,be :s~e~,,~r()Hl-:th~_,clbo.ve-:c8E;:w,q:ci}:)eq,·:s~ses I .oases

argued in.t:.qe, courts over selection inventions .are

comparatively many in, the fields of agric"ltural chemicals

and pharmaceutica,lsr' in which obem.i.ca.L cornpounds a:r;e.

described by gen""al formulae,but, .Ln other, :IOields, it

appear::;, t:h~1=:. s,e,leqtion.,invention .caaes are .rare,

Our group investigated the manner in whi,c,hselection,

inventions are handled in the fields of alloys "nd

catalysts.

(1) In the, fieldpfallpy:" there has beel1nocasein, which

pat.errtab.i.Li.tiy ofB.:se:lectiol1.; Lnvent.Lon was an, issue. ':rhus,:

as a matrt.ez or, courses., w:ecanppt tell what v i.ewsvt.he,

Jap"nesecqurtp~ighthold"sto thep"tel1t"bility of,

selection .Lnverrt.Lons in,this ,fi"ld."

Our comments in this, field are therefore based on the

examination ,standards of the J"J?,,,nep,, P"t"nt Office .

It appears th"t, unlike in, the fieldpof agricultural

chemicals and. p:p.arInace:u~ical,s." tl18:.;~ilpaH~.S:"e,i::pat:.~nt9,f,fiqe



a selectioh invent,jibn"::when 'examining 'patent ,:.applic'atibns iii

this field.

Acc'cirding ,'to::·the »examd.ne-t.Lonos t.ande.rds. fdr -det'tarmirii'ng

the patentability ofdnventions"in thefie'ld '·ofalloys ,·the

key points for, determining whether or not two' or ,more

inventions in this'::.f;ield a'reidentical 'are ·':a8 :fol1ows:'

(i) Whether' or 'not each 'component,the'contentrancje

of 'each component', and the"alloyed ,state 'of"each ,

component, .Ln ,·;two':':or'·: more, al1oys,,::-,are,':the' s ame j

and

(ii:)' Whether 'or mot, the' propert:ies 'and,use of'the two

oxjnoxe 'alloys are 'the. :;s-a:rne:~

In the ,case whereeach:;compon'ent, . the contentrancje .of

each component ,.'andthe aLLoyed state 'bfeach component, in

two alloys ac'cordiJ;lg·::'to 'a:'prior inve'nt'ion.:a:nd' 'a:sub'seC;fuent

invention are' the' same, but·t:heprbperties·ofth.e'alloy

according to:' the subsequanc inventibn/:'as"recogni'-zed'by: i:ts:

inventor (share different from the ,propertiesofthe'alloy

according to theprior.. Lnvent.Lon; and i due to those

properties ,.the alloy.,accordingto' ,the sUbsequentinv,mtion

in fact finds Irsedifferent)frbm',the"use"of 'th,,' alloy

a ccordi.nq to the'prior invention, the two:,1nven'tions:'a're not

deemed to be identical dnverrt.Lorrs ;

In'contrast,: in",the,-case:'where each component/·:·::the

content range of:;each component, 'and the allOyed'state'of'
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and a subsequent, LnverrtLoniaxe the_,::same ,:::a:nd "the;':inventor.(s)

have discovered new properties in the alloy according t.o i.t.he

s ubs equent; Lnvent.Lon, but,::,:i:n -sp i.t e of; the dis'covery',of the

new properties, th$alloyacoording to the :subsequent

invention finds :"no.'nQveluse:,and,::i-s -used Lrrrt.hersame manner

as in the caSe o:l;the:alloyaccording to the'l?rior

inventioI1.",.t;he ",two. ::inventions",':s:re,_uot', 'recogniz'ed ",as

d.Lf f e r errt; ;.j,;nventions ,:':,s,inceonly; th,e novelproper:ties,

nothing els,~, we.r eiddscover.ed. in :the subsequent Lnvent.Lon ,

According to this standards, for instance, when-an

alloy containing a component A in. the range .0:1;:<1%., to J.b% by

weight is disclosed in the spec i.f i cat.Lon of, _'a,:,priol:>'patent,

and an -alloywith-s.:wt,e components, except"with"the,c:content

0:1; the qomponent i\ranging f r om 3% ·to 5% by weight, cis

disclosed,inthe specification of asubsequent.patent

application, and the alloy according to' the subsequent'

invention finds: :novel::-use,which was :'not ant.Lc i.pat.ed. by, t.he

prior in.Y~I1:tion,:,the.subsequent, inventioD.,is,Ye'cognized'"a

patentable inv~n:t~oncliff~rent":fr9mthe,', 'prior, invention.

Thus, i I1its examinatLon .pr-ocedure ,un'likein t.he fields 0:1;

agricultural chemdca.ts and "pharmace,uticaL:"chemicals'i the

Japanese Patentqf:l;ice does nQt· apply.to.the.general concept

of selection invention to such subaaquenr. invention's .

NevertheJess., in the j us t; described.. case,if the alloy

acco rding:::,tq", ,JJ;te" s:'\lps,l::!quen,t. ,;Ln-Ye,))t.Lon. finds:~ no: new:

HI" ..s,m,,,: manner,. as; ,



of the::~aTTdy::ci.cd6tding)fd the'tJric>r 'iriVei'ntion;: btif--the

s ubsequerrt; invention attains significant adva'rlta.ges6ver the

prior invention which were not described in the specifica

tion of the prior pa'tent,th<ireshould at least be a chance

that the aubs'equerrt' '';in\;enti6n ::wl<.].!'l: bee recogriI'z:ed- "'a:s'; a

pa t entiabLe Hriven t Lon byanalC>gyto thecC>ric<ipt of' a

selectibri:'inve'n-ticiri't' Lal-th6tigh /''theex'amiriation ;standard's

not specify pat'entaoility in':such :asa<bise;
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the,.claim(s) .of,the patents PT; patenLapplic,:j:ions

oftheinven,tions.

In .t.he case,wheF,e, ~n t:h_e:"speci:f:_ipat::~o:r'l;.of a,:pri0I",-,.

patent, the componen t s of.a catalys,ti'tl1d .its appliyablE!

chemical reactions are _q..escr~bed,:,in".ge,n~:t:'al.,_,te,rI1ls1:·whJle t Ln

the apecLfi.cat.Lon jof as.ubseguent,pat,ent apPl.i.cation ,..therE!

is described a specific catalyst"'l:1.ichiscove:CE!d. by t.he

general description in the specification of the prior

patent, but. the components of.tl:1E! catalyst, ,according to the:

5 ubsequen t; _".il1ventj"pn andcitp:",apP,l;i(J,a,p,lC::,ch~rn~ca L ,pe~p,t:~pns

are notsp",cifiy,:lly desyribedinj:ll'" specifiyation of. t.he .'

prior paj:ent,.and the advantages of ;tl:1e ,catalyst according

to the subsequent invention over the catalyst accord~ng to

the pri.or _invel1't,~qp:' ar:,~,,$igl1ificant'I-_the):Wo: ~-nventions, are

deemed not to he :identical. ,inye:n;t:ions a

With respect to jUdgment on .,the,i:;>,sue of:C3.:n: i'Ilyenj:;i.ve;

step in.a subse~u~nt Lnverrti.on. (?veri.a, pr i.or i}:l;yenti01'l,': :the

examination practice i:I1"tp.~Japanl3s,~'Pc:l,'t!f.n,tOff.ice"i,s·a$

follows:

In the case where a catalys,t;ac:.~p~diI1g';1=9, ,9- pripr;

invention aI1~ >,il ,c':lta_lyst accord.inq.."t9:> a};sllb:3,~qu,e=nti,lfv.ent'i9.I1

are applicable to the same chemi.ceLvreac.ti.orrs , orth\3,i, .seme

types of.9-h~rnical re(3,ctipns,and, in :,tll13:;':::ipecif-.tpatiop of

the pripFpaj:","t, thecomponentsof,j:hecaj:ilJ,ysta.re
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the subsequent' :inverition,contains.as,a',"featu:re ;component a

component which'is'not-descri;bed"specifically in; th.e',

specification of the prior 'patent, and the catalyst

concernedc.an at,tg.in p,'f,~tiG\.},la:r ca_t,~,l,Y:t:iC ~Clyan_;t9:,~e',5) over .

the catalys)t, .a,c_cpl;q,~ng_t9 th,~__ pr;i"pr:inV"en~,ion ",t;l)~

sUbseq'7,:~l)_:t_ .+I1;yen~ip;Il:_ is,:-,Ci,~7:mes\ t.o ha.v:e,Ci.pi"nveI].,ti.vestep

over th~_,: pr,:!-9_,:(, ~,nY,e;nt:.iop;e;

In concIus i.on , .Ln the fielq. qfcatal~sj::sr ,Whilet1;l",

concept of selection .Lnven t i.ons ,is p:~t" r:er,89g:.r~+.~_~a",~}i?,~,r,.,,:5:e,: in

the follo.wingtwo ,ca.sesth"'Fe.,.:i-ll b"', a realchaAce .of .a

sUbsequeI}tinyenti9Hb:~i,r:g re,Gogniz~d ~s_,a, pa,tcI1t:Ci:,ble

invention by .analogy:
',,- _,.:. ,', .... :- ','-: - : .. i'·

(i) When specif;ic Catalytic ('qmponenj::s.,,;-;hich are

covered in gen,f3,:r:aL' __ ,t,6,:cm::i,b.y"a. pJ;''.io,r:"~I1\{e~.t,iO,Ii/,,,J;:n,:L.t are not

specifie,din the speci.fic~ti9J;l,o:fth!O ,prior pate"t,. a.re

selected,andth~;re,is inyent!Od catalyst with significant

advantages ,ove!:", ,'She; :p,:si()r.iIlve:rl,t_i9~\~";c:tinp.~I'lg_:aPI?1~9,at~,()n ,1:.0

the sam",cbelT\ic.alreactiqns ortq,.thesarn!O types .of chemi.caL ..

reactionsp,s. in.t1;ll' Ca,9.e.pI, tJ:\e d2E~pr inyentiqn; or

(ii) When, by making theaho;ve-4escrihedselect:i-on witb,

respec t to the. cata,lytip. pomp"nents, a, .cata;!.yst.is,iny",,,,tee:t,

which worl<.sJ?,articul'7rly.~e:tvan.tageolls1yoveFt1;le"prior

invention .Ln ;p,aF,t,~'pul~,]i q,p~,I}li'S:~+:,::r.~.,act:i()Hs::.se},e9;~:Y:Cl, flf:pm, .t.he

chemical reactioJ).s,de.s,crib,ed .Ln geJ:}~F,a;l':'~'~l:111~; ,,:,~~i !?,e,,+p,g

Lacabl.e in the s pec i.fi.cacd.on ,of. the.,priOE patent,

75



3. Does PractiGing of' 'a,:Selection: ,InventionConsti tute

En f r Lnqemerrt; of a .PzLo r' Patent Which .covers .t.he

Selection Inven:tion'ii1: Broad Ter'ms-.?

As' ::;t:~ the 'p't():bi~rri':":of whether or "no't; , 'Jihen"Ef seLec't.i.on

invention is pat'eritedarid ispra:cticed~ such p'ract'icin.g

constitutes infringelll~nt oft'he prior patent that describes

the selection invention in broad terms, there have been no

Japanese C:6urt :de:2:'isfdri:s":deai'ing cfLrectfy'wfth 't11'e qJ~f;:t.'i'Ori':.

We theiefb't:e-'mll:st :wd'it' 'for a definitive 'answer.

In the p're\ri'c5'll:sly ':ciisc\.u~,s'ed ':ca:'se':o'f: II Co'nipo:'sft.:{on fo r

Suppression of :':fIar'mftil Organi'sms; 'lithe pat'eittabili'ty of a

selection invention was the issue. In the cotiit: ~'de:cisI'on of

this case, it"wa's"'s't'atedas 'all obite:r dictum that:

II Si:rice "the ':d8mpo&ri'd.s: :a.cdord:{rt'g tot:he' invention

concerned are' covered by "t.he prio'r' pa.:te-'Ii.t"ing'ener'a'i- te'rms',

there may be aprciblem'asto whether Or not the Oomp0l.lnds

according to 'the' i,nveri"-f'i"on' "donc:erned are within 't.he :

technical scope of the priOr patent. However,this problelll

has nothing to do with the problem Of whether or not the two

inventi~:ns-- a're (i"£ffe:reht· i'nvehfibn's.:11

In dtherwords, .the court raised the qu.estion Of

whether or not "·,,when a:"sele'Cfion'Iriv:§'h-f'lbn":is'pate'nt'e'd and

is pract.Lced , su'dh':I?:Cacticlng"cons,tftSfe"g: .:Lnfrihg'em'e:nt of

the prior piitent' thatd.escribes the selection inventiollin

broad terms, butdicr not "provide <an answer-.'

76



Reg a r'c1 lrig .:thf s':pl:"6blem" there'; are:; two' dom i rran t\_· but

opposing) '>opi'n.:t<jns iIi-'Ja:pan~'

The fi'rst:'view'is that~' when'a's~lecti()ri :invEm£ion:i~

patented and -Ls -'practiced','such'pract:Lcing"does' ~constitut:&

infringement of the prior patent that describes the

selection Lriverrt i.on: iii .'broad' 'terms.

This opiriiorii.sbased.on'thefollbwirig rgaoionfrig:

Everithough it'Is t.he'case't.hat.<i. ~gl"dt.:i.8riirivgritidri5

attains advantageous effectswhichwere'neitherspecJ.fid<i.iJ.1

described in the specification of a prior'patEint nor

recognized fri"-the ;'pi±ot':-rtive'n;tidn.', '::'~hJ te'b'tinidal iid':;c{tit~gJ'~"';

so attairied areadditibnal iIH"'" adv<i.nt.a.geoit.d tBe'di-igirial'

technical achievemeritof t.he pridririvent.iori'. Whi.ch

inventiO'ri" ac1ifeves"'IDo're is:'obv.:Lb,.:i's:ly:--'±mpO:ttarH::. However,

long as all the featllreeleriientsoft.hesEilect.ionfrlve'rifiort

are coveredb~i'the<p'rioririvent.ioniri<Broad<te'rms ',mdth"

technical advantagesattairied by t.hEi'prioririvEiIltidrt'it'i"

also attained in theselectioninverit.iorr, 'it. 6a.Ilrio{h'e
h

denied that the sClcCti.ohinv6nt.i()nut.ilize's'the 'tEiC;hnfc"J:

concept of the prior invention'; Therefore ''''h''11 't.Be'

selectionihveriticiriis P1ft.ent.edahd Is' ·p'r.,aCtitAiet,shc::ll

practicing constitlltesinfdrlgement of the prlorpat."'rit

desc r ibeS' ,,'thEi'-':~ete-Ct:±bn" '1nve:n't±O'Il"in ·broa:d;t:.~:r'Iri~~{~:';:'~

In contrast"it >shouldbe:noted that.., if t..h" <i.a';'ar{t..a~iis

a ttainedbya'selectidnirlvent.:lon are ndt'Clioi"ldse'ci ih thii'
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attained 9Y,-:the; pr i o r invention a r e not .u t i.Li.zed in the

selection invention, those who hold to .the above view.are of

the furt,heropinion tpat thepractic:ing.o~ the selection

inventiQn.wou~q,~otcon~titu~e infr~nge~~nt~qf thepr~~~

patent.

The second opinion is that"wl1en~-.?:.>s~l~ct~OIl,:irr\T~Iltio~

is patented and is ~,p.ractic,ed, sUGh;p:ra,ctic:iIl9c10e:~._.not;

constitute infringement of the prior patent that describes.

the se,leCi:i()I).,,,},nvention in broad. terms.

This opinion isbase('i on thefopo"{ing reasoning:

FOl:" Lnst.ance , in the f i.e.Ld o.fchemical .Lnvent.Lons ,

chemical compounds accord.i.nq ,tq, a ~,e,.l.ectio,n i,nv,el1tip:t:l mi,ght

seemingly be cove:;ed by the~c:ope. of the. prior,patent. But

the COp'\pOUn,9s..,~gpording_ to'.,the .seLect.Lori in,vention",ar.,e not

in fact ..described in.• th".specifatiOIlp:!,.thew:ipr patent.

Moreover ,.;,:t,he,s:el,ec:t:.~on.Lnventi.on .has, -~;i;:se,l:t;lJ:e'7I?' repOgl1i;z~4

as a pateni:::~bl,e.,.Lnverrti.on , Be,qause the. .oxd.s cence of

the prior PCl'l:,;en~",rntl~t,have been, taken, .i.nt.o "account, when

recognizj,ng, .t.he _s~lection ,i:n:ven;ti(),n", the _$c~pe:;,oj~, t.he. p,r~9.r

invention corr"spoIldiIlg .t'?the.scope. of the selection

invention maY',:be ,E1?:id:t?,.,~epr.eE>e,Ht;'?l·!}~Y.} an u.n;fi,n:i:shed. or

incomp;L,~.t:,~pqr;t+pn:;,?;f the pr~9r:,ipv~n:):'ioIli:havd.nq no"

significance. The:r:e,foxe, the selec,ti,oI1;;inv:en:tiQJl ~andt.he

prior~PY~nt.i,q.Ilare, di:ffer~nt inye:nt~t?q?:"aJ:lp. __t:~e

practic~Hg, o;f: t;l1~>sef,eqtiH.I1 invention does ,no,t,:,consti:tute

-,
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As to ,theprgument ,.that.the prLo r invenotion:.in:e.luded

(as to the select,ionicnven:tion.) o,n.J,:.y-,,;:q.ll' ",unfinished"O:t~

incomplete inve.l1t;iqn I"~ ·i-t;i:w il:l; ",be ~ger:' .'.:thA t, "tha:t." .r eaaoni.nq

requires,,'l:irn.it:-iJJ.H::the petentrabLe acope qf,:,:any::::inyent:,ion .to

the scope of specific: examp.Lea di.scl.o.sed in the

specification of the patent application, since later

selection patent applications are unpredictable at the time

of the prosecution of each patent application. Further,

when subscribing to that reasoning, no inventions described

in general or broad terms can be recognized as patentable

inventions, in order to avoid the gran'ting of patents for

unfinished or incomplete inventions.

The latter reasoning, however, does not conform to the

present patent practice in Japan.

In conclusion, as to the problem of whether or not,

when a selection invention is practiced, such practicing

constitutes infringement of a prior patent that describes

the selection invention ~n broad terms, there are two

conflicting opin;i.ons in Japan. Generally, however, it is

considered that the practicing ot a selection invention will

constitute infringement of the prior patent (i) in the case

where a patent is granted for the selection invention on the

ground that the advantages attained by the selection

invention are the same in character as those attained by the

prior invention, but the selection invention is more



wher e a pateht':is','grarit'ed,-t'o a'.s'elec:tion ::inventionon the

ground that theadvahtagesattained by<theselecticm

invention aredi'f,fere'rit "Ln c:harac:ter,-fr'om'tho:se :attained by

the prior invenfion'/:bu't·'tlle' seTe'ction"'ihveritioni:at'tains -the

advantages of the prio-r inventidiiat> the ",sifme:' t-i:m'e,.:'

80



Major Court Decisions Concerning Patentability
Selection Inventions in Japan

of

Case Ii Invention Plaintiff Defendant Relevant Article
, of law Patentabil t ty Note

Tokyo High Court ~i
No. 13 (Gyo-Na)/19~9i

II
Date of Court Dec; s!iori:

October 3', 1963 Ill,'

"t<\ethod of producin:~ an
Organic Phosphoric !Es~er"

n

Patent application no.
of the invention con
cerned: . 28-7717

Publ ication no.:
39-17191

Publication no. of
prior art: 26-1570

Farbenfabriken Bayer
Aktiengesellschaft

Oirector-General.
Patent Office

Article 1 of Old
Patent Law of
1921

Patentab1e

Not oetent-.
able

Not patent
able

Patentable

Article: 8··:of Old'
Patent: law of
1921

Paragraph 2 of
Arti,cle,,29 of
Patent, Law

Article 8 of Old
Patent Law of
1921

Director-General,
Patent Office

Director-Gener~l,
Patent Offi ce

Director-General,
Patent Office

Ciba-Geigy Aktien
gesellschaft

E. I. Du Pont de
Neumours &Co., Inc.

Nitsui Toatsu
Chemicals, Inc .

Patent appl1cation date
of,the invention con
cerned:

September: 8;,'"1959

catentepot tcatton no,
~tpr,i~,r_,~,rt: 30:9075
Publication no.:

36-20042

Patentapp~)catiory~at~

oJ:th~, i:nventioO,:::on
earned: _,:':;':,' "':."

Septemb~r:2?~ )~69

Publication no. of
prior ar-t : 31-3536

Patent application no.
of the invention c~n

cerned: Additional
application of
25-15548

Patent application no.
of prior art: 25-15548

Publication nc,':

,29-2450

Ii
Tokyo High,'Court Ij

'No. '19 (Gyo-ke)/11976

Dateio f Court' Debi\~idn:
March 30,,1978 Ii,

~~;ghtenijng'-

Tokyo High Court Ii'
No .. 142 (Gyo-Na )/1~6~

Date of Court nectdtori:
September 18. 197q:

" . it ;
Composite for Sup~re~

sian of Harmful Organf
isms" Ii:,

d
I·
I

'.....;:,.,'..,'. ;', ,':.,.'.' li'
TokyoH~gh:~ourt,,, if:, ':'

No. 75 (Gyo-ke)!l966'
. '"., ".,., ", @

Date of':CourtDecisibn:
February 25, 197511':

--'' , Ik'"
"Stabil t aatton Method of
Polyurethan Resin"I:':

I·i!
,.h,· ;'

i":



ee
~ Case Invention Plaintiff Defendant Relevant Article 1 Patentability

of Law Note

Tokyo'High Court
No. 20 (Gyo-ke)/1978'i

Date of Court Oecis;ori:
JulY30,:1981

"Pol yner-tc Ion-Exchanqe
Membrane" ..

Tokyo High-Court._, _~.

No. 107 (GYO-Ke)/19!;
Date;ofCourt;Decision:
November 5, -1981

"Penicillin Case"

patent:applicat;o~~o.

of the invention con-
cerned: Separate

appl.i cat tcn-cf 40-45~9,6

Patent application no.
of prior art: 39'::15550

Publication no.:
43"9646

Paterit~app'icatiori :no.
of the invention con
cerned: 484059

Patent application no.
of prior art:

36-16277

General Electric
Company

Beecham Group Ltd.

01rector-Genera1 •
Patent Office

Bri s to'l-hyer-s
Company

Paragraph 1,
Al"t)sle_3~ of
PatentLaw

Item 1 Or 3,
Paragraph 1,
Article, 29 of
Patent .Law.

Not patent
able

Not patent
able

Appea1ed to
Supreme Court

'.



Spedk&f ::H.dbert P. Raymond

f\merican Cyan<Jrnid Company

SELECTION. I NVE'NT1 ONS

Rober tP . Raymond

P1PA Meeting

November 3, 1982
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SELECTIONINVEN'[IONS

Robert P. Raymond

The expression "selection r8tent" or "selection io-

ve n t i on" cannot be found in the current United States Patent

Act and in fact is seldom used in federal court decisions or

decisions of the Patent and Trademark Office. That is not to

say, however, that Selection Patents do not exist in the United

States. They do exist and the rules dealing with them are very

well established. They are not generally singled out for special

treatment and are analyzed ip te!IDS D[:

NOVELTY AND NON-OBVIOUSNESS

These two prerequisites for patentability coupled with

a need to be useful are expressly set forth as the criterian for

all patents under the 1952 Patent Act.

One other word in our 1952 Patent Act deserves mention

here. It is the word IMPROVEMENT in Section 101 which reads:

statutory reference to improvements hasrecei

This reference to improvement is a carryover from

registers only 16 reported and 1 unreported pJtent decisions

In practice, howe v e r , the

The Lexis computerized dElta bank of patent decisions

"Whoever invents or discovers any new and use
ful process, machine, manufacture, or compo
sition of matter, or any new and useful im
t~~V~~~~: thereof, ma,)'"o?tain a patent ti1"ere-

our first patent statute of 1790. Use of the word carries the

implication that inventions of the selection type should be just

as patentable as basic inventions.
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involving selection inventions i.n t.he vUn Lt-ed Stn t-e s s i.nc e 1960.

They generally concern .mechanica l inventions except [or a 19,Q)

drug :case Mhich happened to involve the American Cyanamid:Co~pany.

Undoubtedly, other cases have existed i nvthe Un i t edrSt a t e s Swh i.cb

in fact:'concerned selection invention which simply wete nop;lview~

ed or analyzeda. such.

In the chemical arts, the .Le adi ng s e l-ect.ion inven t i.ori

decision under the 1952 Patent Act Was the 19Q4DtstriC't of

Columbia, Court of Appe a l sc.deo i sion.to f Ed.,DuPont:de Nemcu rs :

.and CompanyV.,Ladd i Commiss iorierc>f Patents et 'a1. I

In this case d u Pont hoped to ,get patent p ro t e c t i on

for the monomer te tr.acyanoe t.hy l.enevof sthe fo rrnu l a :

Claimed By

du Pont

""'heretnRlarid' RzsC"nd 'for >arri~rr;beioI
theg,r,Q)Jp ,consisting of. eN, acyl and an
e~terifi~d carboxyliC' acid grollp,

R'3'lta~"d'~ fo:r'" a':mem'ber"ci:{ t'h'e::g'~o'up tc;:'n
si s t i ng of hydr:ogen,GN"a,cylanp"aD"
esterified carboxylic acid group and

States Patent

Prior Art

Al d er Pa t ent

Facing this claim was an

to unsaturated compoundso.f the.

R4 stands for a member of the group con
sis ti ng. .of a'l ky.l, -oxal k.y.l.,aryl ,CN,

I and ao esterified carboxylic acid
J,r()up::" ,

- 2 -
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claim to a selec-

They also claimed the polymer> The

The Court of Appeals uphelddu Pont'

difference in kind and not merely in result. As clis-

1. The genus from which the invented compound was
selected was "of i n f i n i.te scope."

produc teans t.it.ute s. a .substant.i a l : improvement , prov i ding

testify to the effect t hat .

t:hepd'or art: patent. du Pont had discovered that it, could be

reacted to fOrma h i'gb temperature r e sis t an t polymer useful for,

TetracyilnoethylenehiJd;never, be en re po r t e d in the

tinguished from difference in degree, difference ink i nd

2. The compound selected was, very unusual in struc
tUre and properties in'comparison to typical
members of the genus.

3. The newly claimed compound would not readily
come to mind re:adingthe cpT for> ,aTtpa tent.

unforeseen uses and results, t hei pr.oduc t represents ,I

combination ofpraperties and vc ha r ac t e r i s t i c s ; [J He\V'

patent wou l d not have taught one skilled in the art

the subject rnatt e r of Claim 1. Hhenby reason of a

tion invention stating:

"It s.eems clear to us,'"ther;efor~",.from a reading of

the entire record, that the disclosures in the Alder

chemical literature 'and was not e xemp liLi ed o rr.rne n t ioned in

coating electric wires

Patent Office rejected du Pont's claim as lacking novelty or

being anticipated by the priora'rt.

TO overcome this rejection, du Pont appealedto,the

Federal DistdctCourtwhich'permits the applicant to introduce



i s t i c s of which the prior art V?a,~,.-;no:l awa.r e."

'I'he f.o.Ll ow ing 'year the cas e vinvo Lv.i ng Ameri can Cyanamid

;(::ompany,., e n tLt.led .AppLica tLon of Kr.az.ins k iwas decided .befor e

the,Co,ur,t..oJCu.stPITlS and Patent AppealsfThiscas,einv,qlved.a

claiITlto~r; Improved s ulfa .drug whichwasap N'-heterocycl ic [de;ri

vat ive of: su lfan ilamide haying .the .forrnula.:

Claimed By
. Cyanamid

a generic prior art patent to compounds of the formula:

wherein X includes H2N,~ ~ndRl and R2 are alkyl or aryl.

The invention of the prior art patent concerned a novel

process 'fa'i: prepar'{n·gh~h~l.erocycl'ic suTfan nmi de n and mentioned
-, ,

that the products were val~able therapeutic agents.

The Examiner and Patent Office Board of App~~ls accepted

that Applicant's diethyl compound was nove in
. .

specifically mentioned in the prior art patent b~t rejected

To overcome the ~h~{ousnes~ re~ection, Applic;nt sub

mittid affidavit evidence in the Patent Office showing that the
; ':

cl~:'i;m~d compound was 3 to 5 times more <]ctive-than the c o r r e s pondi ng
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d j me thy l andd ip r opy lthoruo logues' .mdi tho kno\'~'n d i mc t' ho'x y .ma Ioguc .

It w3's'alsosho\vn'tomai'nti-dn it.s e Ifi cac y I o r un e x pe ct ed l y long

periods of t'ime'ir1-vivo.

'The Board of Appeals considered 'Cyanamid" s comparative

databLitrejected it as 'showing a d iffe'r e ric erti n degree as opposed

to "a "dTfferenc'e in kind";- Thus, the'goard' u'sed i t he sarne test

as did 'the Court of Appeals aY'eare8r Li e rTi n 'the du Pont case.

Judge Rich, the author of sec ti on 103 of the Patent Att

rejected not only the Board's conclusion but the test to be

applied to a s e lection invention as w~11;'st.ati::~g t ha t :

" ... as pointed out above', the rejection is .bas e d
upon section 103, which 'says ncthing at all about
differences in degree'and differences in kind, but
instead clearly requires us,, ,indetermin ing,whether
a 'patentable-invention has b'ee n made;', r o vc on s i de r the
differenc~s" wha te ve r their nature, b~tween,thesub,~

jectmattet' sought to be pa t en t ed and the prior art
and to determine if the subject matter as a whole would
have been obvious to One of ordinary skill in the art
at the time the invention was made. In line with the
bo a r dls own, test, i.e., a.i:comy,:p~~s,?r:--:6'f,t~e diethyl
compound with the dimethyl and d i pr opy l sompounds,
appellants have established that their invention is
unobvious."

Securing selection patent protection is facilitated

in many of the chemical arts due'to the fact that minor changes

in structure can dramatically alter utility. Also helpful is

the fact that an inventor may be working to overcome a pro~le~

in one particular art using 9 novel species of ? known class of

compounds having no known or suggested utility in that art.

Securing selection patent p~otection in a chemical art

difficult. An improved alloy will generally have the same uses

as the class from which it was selected. Rarely will the new

alloy species be patentable because it has provided one working
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in a different art with a n ew.; unex pec t c dv us e or a s o lutIon to

his particular problem. That is not tosayth,n patentable

s eLec tion a lI oy cases are -no.t po s s i bl e v a.s \v8s,',' the c.as e. in; He-s,t

Cerrnany., Under t hert r ad ttiona l German, v iewiif a,compos i.tion

claim to a bro.ad.. range of alloys had been granted , a segment of:

that broad range could not properly be t he.: subject of: a s e l e ction

3Lnvention since as' a member.of thee broad range it. lacked rrovelty.

Under such r-easoning of vcourse a s e l e c ti cn: pa tent could rieve r

exist~ The early au,thorities~problemseems to-~result from their

having combi nedtandvcon f us ed elements of infringement and pa.t enta-

bi 1 i t y : More- recent: West German- au t ho r ity now: seems: t c.iac ce p t.

general principles of selection invention in all ar t s including

the art dealing with alloys.4

As early as'1934; the V'S: courts s~stained a selection

patent claim t oia heavy duty steel alloy which differed from an

earlier patented class of alloys only in having thi usual ingre

dients in new specific proportions. S The selection gave~~ise:'to

the first or at least unexpectedly improvidJcastable) heavy duty,

high speed steel. In ide c i d i ng the c8se,thecoun approvingly

quoted the following rule to be applied to selection alloy cases:

"Patentable novelty may re s t deve Lr'lie r iiFtheelements
of, alloys :or in the propo r tLonsvo f the-elements. But
nove ltyo fpropor tiorisi n :thesenseof,thepa t en t 1aw
invol vessometh lngmorethan f i guring-ou tcpro po r t ions
di f Eeri ngtI r om any th a.trwa re kno\mbefor~.. lt involves
new re su l t svf rom ne,w:prop,ortions , -~evelopi~g a new
metal; or~ itmatb~l'·-,~t)old_metal"\li'ithnew"ehar.acter

i s ti csvo f rs t-ruc t ur e 'c r ','per'formance I embr ac ing' en tire ly
new or at least substant a ed, Iities of

Amore 'recent selection alloy case heard 'in rt

of Customs and Patent Appeals in 1960'provides an tmpo rt an c lesson
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in s pec if i.ca r.i on d raf.t i ng . The i nv e.nt-i on 'in; lhe,;cil~t'()J:Ln r.c

Neh r enbe r.gi.re I a ted to t-he .f .i r s.t hoinoge neous: who l.J y; .fe r rl t

stainless' steel. 6 The Court acknowledged rha't wh.i l e t he vs.pe c.iLic.

alloy was: a-nove l memberi o f t.hevf e r.r-i.t.i c. s-t a.i rrl-e s s is.tee l ar.t.;

r,esult"to be associated with the s ele c ted alloy and. further

requjredthat. the unexpected advantage' provided by. the inv en.ti cn

be d i s e.los edii n the patent app1icationspecjfications.

Under Uv S', l aw , mec han i ca I selectjon i nv ent i on s have

not alwaY's"fair.edas well aschemica1'casesasa.resu1tof a:19:50

Supreme Court deci si on in the A&P.'Tea Company v, Supermarket

Corporation.! This case which related to an instantly popular,

novel device by which the grocer could pull the items. bei ngic he c k ed

out to his cash register was composed of known parts assembled

in:.a novel: marmer. to: produce a novel a r ri cLevor mac h ine.."

The Cou rt-wh Lch r a r e l y has exposure to pa t en tvma tt e r s

stated tha t:

"The c on j unc t ionvo r concert of known elements must
contribute somethingj only when the whole in some way
exc eed s t hec.s um of its .part s is the accumu l a tI on.iof
old devices patentab1e*** A patent for a combination

.wh i c h only unites old elements withno change in t he ir
respective functions *** obviously withdraws whal
already is known .i n t o the field of i t s unonopo l y and
d imLn isbe s the resources available to skillful men."
Finding that the .ccmbi na t.Lon befor:e i,t'\.J'as,":w<.wting
in .any ,unus ua 1 or .su r prLs Lng-.cons e q ue nc.e s ,"::and t ha t
the old e lements whichmadc.up the device did not
"perform any additional or different function in the
c.ombina t ion t han they :'.'per formed au t 0 fit .." ,tilt: Su prcme
Court inA & PTea held the device non-patentable."

ve n t ioris vb egan r.ec e i v i ng a more stringent uno bvi o us nes s r cqu i rc-

,:ment than did basic inventions'.
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It was clearly intended that Sect ion \0'\ ofii'he'A;<Jh!'

Pat e nt; .Ac.t -r e.pLacev.the .mi s c e.l I an eou svj ud i c'iiJld:y:c-r.:e.:lLed te s t s

of, patentability with The s i.ng l.e 'criterion oL:'non~obviousness"

wh i c h. was .to be v appl Ledva I'Lk e. to chcml.cal; mechanical andie.l ec>

t r i ca lvca.s.e s be -t.he y bas-ic, inventions, ~impr-ovement,;dnven~tdbns,;,

selectjon .i nven.t.ion s 0xwhat:€ver.

Ilnf ort.una t e Ly.; old habits! and p'rac tice's d ie.ihard: 'as'"

evidenced by t he recent case of-Rengo: Co; Ltd. v'! Mohns"Hach,ine

8Co. Inc. The invention, which was made,in Japan, r e.la t edtt.o the

selection of conv~ntional compon~nt~·;us~d~in toxrog~ted catdbo~rd

box manu f ac t ur e, The part;icu18.r combination andva r r angemen t

of components led tocenhanced prodocriivityc

lncan infring'ment suitcbrought by Rengo Co;'cLtd:; in

the' Federal District Court fortheoDtstrict of New,J'ers'y,' the

patent was held to be invalid for lack of "synergism" in the

selection mad-e.

The Federal C'i.rcu it vCou r t oLAppeals s t r uckrdown the

trial court.'suse 0 the higher standard of pa t.en t ab i Li t y in the

1981 decision st.ttng that:,

typesot' pa'te'nt s.: its' Tequ ireme'n.t's ,'firlS riei"d','a'pply to; Ca Uapp'Vi

cations, regardless ofth'ir subject .mat rer. This uniformity

not ac c.id.en t a li: for Congre s's, i n 'e nactirig 'Sec'ti6n:-"103-".:.'irft.end,ed-:·

to replace the rno's afc :of!'nega.:t i ve 'rures::,;~': manYo'fwhich':CbUld

jJfJ'U""" to only a limited range of patents, with a single

out, however:--,no -stand ards' c an i b e vart Lc u lu t cd' fOT del:in'e'at--in'i.(
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old e Lemen t s.

The d e.f e.nd ant. argues.thatt-hesupposed invention is no

more thana. -sub s t itu t i on of materiaLs-famLl ia r i t o. the :-,~.rrt .i nr.t he

same us es j.. anv agg rega t ion. ol-:which,eElch: .pe r c-pe r.f o r.ms wha t Lt

did before. We may concede as, much arguendo, for the same may

be said of every invention. All machines ate made up of the'

same. elements; r od s , pawls'; p itmans, 'j ou r ne l s., -toggl e s', g e a r s l

cams, and.thelike, all acting their parts as theyall;aysdo

and a Iway s i must . All compositions are, made of the Same s ub-

S t anc e s, retaining. the i r fi xed chemica 1 p r opert i e s . Bu t the

elements are capable of an i nf.i n it y of permutations, and the

selection of that group whicbip r ove s serviceable to a given

need may require,a high degree of originality. It is that act

of selection which is the "invention" and it must be beyond 'the

capacity of commonplace imagination.

Assuming the definitional hurdles can be over~ome,

synergism,whether conceptualized as .a :char-acteristic<8f in

dividual parts o r ro f the product they.cooperate t o produce, can

rarely, if ever, exist. In virtually every mechanical patent,

the cons U t ue n tpar ts will perform the irknown andexpec ted

funot,:ions,:and .t he.vpo s st b t-Iit y t hatvt he -e-l eme nt s wil-L<I unc.ti on.

differently in combination than they did, separately is correspond

ing I.yvr emo teo.. . Moreover,,~ 'mecha nLc a l el eme nts . can' do" in 0: .rno'r e

than contri bu tetoth12 c ombinat i.on :the,rriec h anica l f unct inn'S o.I

which they are inherently capable;" thus .the' pe r.fo rmanc e or a

C-L"U"""dt on w equa s um.io f the fiJnct:ion:s:bf- its'com-pon'e:nt's

and we will rar.e l.y, if ever, Ji:nd that, lI:t h e,:' }J.h ol e i n some\vay

exceeds the sum of its parts i" If app l ied consistently, a
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synergism requirement mi gh tvwe Llvf o rec l os e the validity 0.[.. .a l ]

mechanical patents.

Additionally, we -ag r e e wi.t h the,Seve,nthCir,coit' s ob

s e r vat i on inSchlage Lock thatthesynergism,standard.con-,

travenes .Lmpo r t an t objectives of patent,protection. BY'i1ook.ing

e xc Lusively vto the f unct Loni.ngvof the indiv,idualcomponents>ilfter

combinatloJ1,t.heapproacb is pr erni sed on "rhe assumption :th.at:)!'J·t:

is always obvious t o.c.take known elemen ts and combine them." 592

F. 2d at 9]1, 200 USPQ,at 7)8-779. But the s.elec ti orr. of' elements

may itself be norr-obv i ous' and .t.he re fo r ecLnvent.i.ve. Focu s i.ng von

the pe r f ormanc e of elements"afteTcombi-nation" ,tothe>~xcLusiQn

of, t he.vobvi ou sne s s of ma!.<,ipgthe: combtnati.on , t hus s e ernsci nc ori-.-

sistent with Section 103, which e s t.ablts he s as the standard of

patentabil i t y the norr-obv iousnes s of the c ombi na tI on "at the

time the ~ nvent i on-was made, ,1'

Bu t ab andoni ng t hevv e rb a l trappings a,nd"rhe,toric of

synerg i sl11"rnU st no ti c au s eo cour t srto overlook t heiimpor t 81198,:': o.f

the requirement of novelty andi.i nv en ti on , Long.t r equ i r ed-by the

patent statutes and the ConGtitution.

As pointed out in, John Deere itsel£.CongresS"may

not "en l a r ge the .p a t e n tirnono po Ly w.itbout r~gar~:kto;thc iDllqy~ti'Q9,

advancement orsocial benefitcgained thereby. Horeove~~lCong~~ss

may not authorize the issuance of paten~s whose e£fec~s'are to

remove e x i s t e n t; know l edge from t hevpub l I c doma i nvio r to restrict

free
I "

ess, to

i nhe r en tirequ i.s i te sc.i n.va .pa tent: s y s.t emwh i ch by con s t i t ut i.on a l

command must' promote the Progress of ,,,',,, usefuLArts.' This)s
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the stcJndci'rd e x p r e sse'd in the Co n s tI t u tj on a'nil it 1Jlay'n()r:hc

ignored."

Similarly,th is: :COlJr't ha scs a id :~"Thys:, -tb e COUf t s , in

determining obv i ous ne s svin a ccOrn'binatfon'pa t enr, 'mus t und errak e

the tripartite Grahaminquiry:wHhout losing sight of thevnecessi t y

to de t e rmrne.iwhe t hc r ;the';'d:eviceperfo'rrnsTes I uric t ibn in 'an

innovative fashion. t r 608F .2d at 91, 203 USPQat965-966.,

It must never be forgotten that'the'power givet1'to

Congress by Art. I, sec, 8, cl. 80f the Consti tution is "To

promote the Progress of Science and useful Arts, by securing for'

I im i ted Time's: to Au t ho rs and Inventors the exc 1us i ve R'igh t to

the irvr e spec t i veWr itI'ng svand Discoveries." The primaryrpolI cy

of the patent laws is to promote invention fOT theberiefit of'

the public. The private ga'inenjoyed by t hetpa t en t e e is s econd ar y ;

the "exclusive Right" conferred by the'patent monopalyismereTy

the means cf "ac compLi s'h i ng the intended result bEadliancing the

growth of science by addi'ngto t he-sum o fv human knowledge 'A

patent cannot be sustained wh i c hiwoul d wi t hdr aw o r subtract from

what is already known and pTacticed. Ta jfen6e in by ~newly

created'monopOly elements previously availabl~' to the public

(by aggtegatingthem in a combination patet1tCwitha~t at1y in~

ve n tive i nnov atl ori) would be contrary to publ ic pol icy and f unda

rnen t a l principles of patent law.

To emphasize' the importance of these c on s ti r u r i ori a l

aspects of bur patent system,', whether or not they are clothed

in" the'

them specifically in this" concur r i ngtop in lon whe n jdir'ri'rig i'n the

jUdgment of the Court :"
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This LlsllllH'nt m'dde>'by the<cou rt. is' €inr'i~hlening

f o r ali indepth uhdel-s lemd iflgbfthe legal andsoci1il~hderpinriihgs

of the nove lty a ndv obv'iou s ne s s sr-andards'as,they' haVe:'>:'eVbl'Vi=d

in our Jaws.- Lt a I so helps- in avo i d ing conf usi'on 'ir{con:cept's::

of Tnfring-elllenl:and patentabDi t y,

As:: a g eneral Tule:,ft\fri'ngernent que st i0I1s1nd":p\3:tehta

bi 1 i ty quest idrisilfebes theated - as s~-p~ratet6pics-h"vihi- -hS

bearing upon each other. Keeping thems~parHeis-mor di-h-lcult

where s e l e c t iori pad:n'ts':at'e' in'vo1ved<'

As we noted in the Rengo decision in order to:-:s:~'1'is:,ry'

our C6n~~lt6t1~nT~ p1rpos~~ p~t~ni~~~6stj~~S~oi~ the G~efu1 arts

and this purpose would not be achieved if paterit i.,"s-granteClf6r

something old. Thus,two patents sh6uldnot begtan-ted fo(the

same invention;

In the case ot'a sel~ct{on ph~e8~,HoW~v~~, '{i i~ ribt"

uncommon for the seiected in~entidn to be toveted by'two patents;

namely, the baslc::'patent>b'il, a vbroad range and the inipfgJ~meht p~tent

on the selected species.

In granting this setuHd ~~t~JG, "re we iol"tlng ou~

Constitution directiv<iriottog,fantapatent onsolllething old

or 'g):'a-nt';tt..iO p~tentJ for the"'g'c'3me t hing ? A'li:'~'FN~'ti\)~iy,: ar~

we depriving the first inven t o r tof p"rt bfhismonpoly? We

answer b'oth:q8\~sIi:o'ns' :rdthe \{E;-g'a tive ,

'The s'ec'ondiIrivent or wt-tr-h'aVe" to make"a'-lTlate'r' i a l 6e(~

ent. He will havet oisecu r e his' selec
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In securing thebas.ic patent, the f ir s t. i nv.e nt.o r w i II

have to have disclosed the be s r mode h e CCJn .t.hink of:tqp.rac~i~,.e:

his i nve n t i on . If someone inv.en t s a better way or .an irnp r ov e

rnachLne orcompo'u.ndwith i n the: J i r 5 t i nv en.to r..'S broad class l

the first inventor has not really, lost anything because .he had

not thought of .o.r been en joyIng the improvement.. The. first

inventor himself may be making such .i mpr o.vemen.ts .and shoul d

Likewise bl? given the incentive of the possibility of an irn

provement or selection patent ,to .e,ncouT:' age , his .investmen tvf n

such research.

Since the patent grant c ar r i e s with itt.he right to

exclude others from LJs,.~ng one's invention for B.Lirnite,d,;perjod

of time as opposed to the right to practice what,one has~ne

vented, the selection patent inventor may well have .. to honor ~he

basic patent on which he ,built with a royalty.

Viewed as abov~" notipns of havjng to iqstitute

nu l l I t y p r oc e ed i ng to cancel an Imp r ovemen tipa t en t prior; to

or in connection with the enforcement of a b,~sic patent ~I'e not

understandable to a lJ.5. practitioner.

Likewise, the concept that by s"curing a selection

patent one can reduce one's infringement problems i s a lso cgenet a l.l y

£oreignto us. That is not to s ay , however, that one rn i gh tvno t

inadvertently e s t ab l ish that the b as i c vp a t e n tjshou l d not have

been g r an t ed because it was g ene r a ll y i noper a t i.ve "or o t he rw i s e

devoid of pet en table rner i t when one petformed c,ODlpaTat iy,e studies

nsuppor
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more than one val i d pa t en t can cover the same subject mu t t e r

so long as the twice dominated species was nol specif~cally

disclosed or obviated by the basic patent.

Leaving U.S. law f or a minute, it is int:e~:est:ing to

note that the Technical Board of Appeal of the "European Paten

Office in Munich has recently handed down its first decision on
< ",iC,," '9

a selection invention In re Bayer AG (Baatz and Others).'

The rejected Bayer application concerned a'n improved

carbon free copying paper where the invention resided in se

l~cting a novel member from a known ~lasi';f isocyanaies to

prepare micro-encapsulation fUms or' enhanced stability to the

hydrophobic liqUidS being encapsulated.

Having been rejected for lack of novelty On a reference

teaching isocyanates for the particular use Bayer had made of

them, Bayer appealed. With their appeal brief, Bayer introduced

for the first time comparative data showing unexpected sheif

life for the copying paper made with the particular isocyanate

selected. The Board overlooked the late submission of the com-

parative data And allowed the application to the selection invention.

One word might be in order with regard to the success-

ful ~ulicitation of selection patents. As a general practice,

use of Rule 132 Affidavits to overcome obviousness rejections

is discouraged because it opens the resulting patent ~o attack

on the basis of the way the tests were done or on whether the

expert was totally candid in the statements made.

132 Affidavit showing the unique, unexpected advantages of the

selected invention over the general" members of the class\vill

usually be required.
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In conclusion select ion inventions n rc patentable

under the U.S. Patent Laws through application of the same

standards of patentability as are applied to basic inventions

in the chemical, mechanical and electrical arts. The selected

chemical species ,pT arr,anf?efllent 01 components must be novel and

must offer .an "upexpected ad,~antage which is mentioned in the

application specifications. Applicant should be prepared to

support the qs~erted unobvious advanta~es or properties with

affidavit evidence if required to do so by the Examiner. Novelty

of a ~pecies is not defeated by knowledge of the class of which

it is a member.
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SUMMARY:

A prior art reference or "a publicatton" available prior to

the filing of an application is the most common basis for the determination

of the novelty of the invention. Under the Japanese patent law, a

question of novelty with regard to a publication is determined on the

basis of whether or not the invention is described in "a publication

distributed ... " (Article 29, Paragraph 1, Item 3 of the Patent Law), and

if the invention has been disclosed in a publication pri()l' to the filing of

the application by the inventor himself, the novelty of the invention is not

lost under certain conditions (Article 30, Paragraph 1 of the Patent Law).

Under the circumstances. there have been a number of cases

in which the interpretation of the terms "a publlcation distributed" and

"a disclosure in a publication" or the term "a publication 11 itself is at

issue and disputed at the Patent Office or the courts. In a recent case,

Tokyo High Court considered aquestion of whether or not the disclosure

in an issued U.S. patent falls within the term "a disclosure in a publication"

and the court has judged that the disclosure of, the invention in the U. S.

patent does not come in the term "a disclosure in a publication' by the

inventor himself", and thus denied the novelty of the invention.

This decision is the first case in which the court rendered a judgement

on the question of whether or not a patent pubrication falls within the

term "a disclosure in a publication",

In this paper, we should like to report the court decision

and its background information as weU as the current practice and

itself in view of the trisl decisions by the Patent Office

by courts.

In addition. the Japanese Patent Law contains quite unique
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provisions that once 5 years have beenipaased since a patent was gr-anted ,

no trial for the invalidation of the patent may be requested on the basis

of ITa pubiicatfondistributedina.' foreign countryn"'as prior art (Article

124 of the Patent Law). We should like to touch upon these provisions

to the extent that they are concerned with a question of ITa publication"..
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1. Introduction

Publications are most frequently used in practice for the

determination of the novelty or inventive step ,of an invention and they are

regarded as the most important basis for the determination. However, for

a publication to be regarded as a valid prior art reference under'the '.

Japanese patent law, it must' satisfY:'certairi.'requirements,.

Recently a' I1ew'court decision has been delivered by Tokyo High

Court on the question of "a publicatiori'";' ihr:thisca.se.';~he:-fnverit()r(or' his

assigp~~? filed a ).~~tent applicationdn ~~pan within:~ mon'tils', aft,e!' ,the issue

of aU. S. patent (i. e. within the grace period provided for inA.rtisle 30 of

the Patent Law)'for' the same invention- asdisclosed!n'fthe U'S"l'atent.

Whil~' admitting that the U.S. patent a publication as provided for in the

Patent Law, the court went on to decide, that the disclosure in the patent

does not meet "the disclosure in a publication himself

Under the "Japanese paten't·'i'aw-,"where' an tnventorvhas-disoiosed

his invention in a publicatton , a relief is given

to the effect that the novelty of the ~rlyention t~ not lostoy t!l~,disclosure in

the publication (ArtiCle30oFthe Patent Law). However' ; 'the Patent Office

policy has not:-'b~~-~"~:et~tled ancino court:'d~'~l~ionhasbeenavaii~'ble on the

question o't~~;~h~th'er or n~r':lh:e pat;e~tPu6-Jc&llon~';iri;for~ign countri'e~:' can

be regarded as the publication.s under Article 30oi'j:he'1',itent Law, or as to

the reasons if the answer is

The decision of Tokyo HighCqurt this, ,timers, noteworthy in that

not''C "th"e"c,ourt clearly indicated that the disclosure in the ,U .. SS .. p,atent' does not " "". ,. l""
fall within the term "disclosure in a publication" of Article 30 of'<the Patent

Law because the publication of the U.S. patent does not-amount-ton-diectosure

by a positive intention of the inventor. The details of the court decision will

be mentioned later.
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This court decision has given -us:a':',good'::OPP?rtunity: .to review

the legal status of the "publication" in Japan, Le. how the "publicatton"

has been tre~t~d undel;the Japanese patent practice and how it has been

d~fi~e<li'n court' d~~;~i~'~s or trial decisions by the Patent Office. The

results of our study will now be reported.

In this report, we shall discuss not only the essential require-

menta fur a publication to be effective as a valid reference against the

novelty or inventive step of an invention but also' the requirements for the

noveltY~f an inventi~n not to be defeated by the pubfuiation. We hope

that the report will be useful to those in the patent profession.

·R.~f~lecting the ever' i~creasing techn~IOgical innovation and

developments in recent years, the dissemination of technologies is taken'

place in various :';f~~ms, and various means for'~the disse~i'~'~tion of tech~~:~'-::'

logical information are being developed and put into practice. It appears

that this trend will continue to be accelerated. Under the circumstances,
!C""-,, :"", ":,,' ',,:,',.:,.'':'

we should like to consider if the conventional concept and practice for

"a pubhcation" will continue to be acceptable in future, and, if not, what

will be the problems involved.

At the PIPA 10th International Congress, 1979, Philadelphia,

Pensylvania , Mr. Y. Takahashi, a member of Committee 1 of the Japanese

Group, presented a report entitled'"griteria for J~d~ement of Nov~ity of

an Invention", in which he reported two court cases relating to the publica-

tion , His report was concerned primarily with the question of novelty in

general. In the present report, we should like to concentrate our discussion

on the question of "a publication" and various problems Inherentvthereto .
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2. '"A<·publication'lI under-Japanese'>Patent'Law

"A publication" being the subject of the present report is

treated substantially in the same manner under the Jap~I'l:ese Patent Law and

Utility Model Law. Accordingly. when a reference is. made in this report to

a patent (or an invention). it is likewise applicable to a utility model (or a

device) unless otherwise specified.

In the Japanese Patent Law "a publication'' is referred to in

Article 29 (Novelty and Inventive Step). Article 30 (Exceptions to Lack of

Novelty) and Article 124 (Special Provisions for Invalidation Trial).

Public knowledge prior ito the filing of a patent application gives

a great influence over the novelty or inventive step of the invention in the

application. In many cases, a publication is used as evidence to establtsh

the public knowledge.

On the other hand. when the inventor himself has disclosed

his invention in a publication prior to the filing of the application. the

novelty of his invention will not be denied by the publication provided the

prescribed requirements and procedures are satisfied.

Under the Japanese patent law based on a first-te-file

system, a publication, particularly how it is defined or how it is tr-eated in

practice. gives a great impact on the patentability of the invention of an

application. Under the circumstances. we should like to explain the. legal

status of the publication and its interpretation and discuss its concept and

problems involved with reference to recent trial decisions J court decisions

and the Examination Manual of the Patent Office.
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3. Article 29 of the Patent 'Law,(Novelfy and InventiveSfep)

:'3;"'1',': Provisioh's·: and:: 'their1hte'rp'r'etatibn

Atticle29;Paragraph'l"of,the"Plitent 'Law 'pro'vide" for the"

novelty of' an inventionv-Irrwhich ;'the';'iiovelty" reqiiirements "'are::diviided

out different bases for the
Namely, the availability of
..'.."., .... "." '.-", , .,' .'. ,-",.'.','.:":;: ..--;,.; __'! "c' ·'.c"

restricted to Japan but extends to cover foreign countries.

Tlleinte~ti()n ()f t.ll"I"g;~la:t:loniif Ar1:i~le296ftlf"P~tent Law

is believed to resid" ;n1:h~1: n()I>li1:erit'ri~~ts1l611ld'begr~rltedfdfa.tti~j'nida.i

the publicly vknown. in)(e,,~ions (cat.<,go11Y 0») and,tp!, publicly Vlorked ~l1Ye'1~

tions (category (ti)) is restr-icted to Japan, while the aV'HJa,!>i)i~Y:'?L~p,e

inventions described in a distributed pubtication (category (iii)) is not

The categoriEis(i),(li) aIld(iii)set

"a)(aj\,!i;>~)ifY of,Jp~"P~,~p,~qtiye,p\lblicknowledges,

different bases are given 'for the availability of the respective

ledges. The reason for'this' differentiation is said to reside In thaf'if fhe',

availability of or the publicly known inventions and 0'0 the' publiclyworl<e<l '
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inventions is exte:~d.ecito,cqyer;countries outside Japan (Le. foreign

countires), it would be extremely .cli.ffic'llILtg:;prove, or.asce;rtain,·tte public

knowledge (or the facts), thus .likely.to;.create J.lnneCess!lrydisputes and

leads. to adverse or ill effects , as contrasted to the case of (iii) the

inventions described in a-distributed publication.

Thus, the inventions known or; worked in :<1 foreign country

cannot per. se.be effectively used-as eyidenqe to deny. the novelty of the

invention of a Japanese patent application. It is o(qo~rseposs~ble,,:hoYlever,

that if such .. public knowledgeswere .brought in.a.hdpjlBlished. in, .Japanby

some means prior to the filing of the application, they may then be regarded

as the known .inventions or, the;inventioTls,g.,~~cri1:>~d,:~n,a.publication .

. Pet",leddiscussions ,on (I) .the publicly knownInvcntlonsor (ii)

the.publiclyworked inventions will be omitted since these SUbjects have no

direct relevance to the .subject of this report.

As mentioned above, (iii) the inventions described in distributed

publications canibe valid evidence to prove the public knowledgas whether

the publications were available in Japan or in a foreign country. For the'

"distributed ,publica~~9l"l~11 l():·:b~,praqtic~ly effectivens prio». .art references ,

they' musttsatisfyvthe tworequrrements ,L.e~ (1) they" must. haveibeen "dist'ributed"

and (2) they must be "publications". We will now discuss each-of these

requirements in "'detml.

3- 2 Distribution

A publication (which .will be discussed in detail later) satisfies

the requirementsTor a prio:r;, art re.ference stipulated in A-rticle 29,

Accondingly; even if "~,, reference is,q1,lalified as, a, publication ,itcannot be

regarded ': a~ ,a valid pri,or art ,,~~fete!1qe.,u~l~,~s,it hp?.. been ,d.istl·.~buted.

For Jn~~p.nc~., _prmted pubtications ,:~I1i~~_haye~ot"y~t ,lJeen distributed or
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which' are'in 'a process" for:distribtit-ion, 'do' 'not "satisfy-the :reqmi'eme'nf'of

"distributed" .

A single inetancaof'-the distrihutionto,,6rily,on:e:',person is

sufficient fi:j"sati'sfy thi' requirement of'ldistribufed"~ Fdfther',<so long as

a publication-fa available for the publicinspection;'itH(regarded as

ITdistribut'ect":,'evenif'it .Ls 'simply 'placed: in: -a'<Itbr-ar.y

and no-body-has yet actually-Inspected it.1)

3- 3' Publication

Heretofore, various definitions 'havebeen given to"a publication",

Coricep't~3.lly,how~~er, a 'ptlb;li~ation may be rega~ded:as:i',:~'~'d~ci:~ment,a

d~a\\Tii~~'::'6~':' any::'gth~~ ';~imii~~'i~'formatio~ :t~ansl1littin-~ m~dium ;~~~r:<>du6e:d: f6'~

the purpose of opening to' the public by distribution';, as the Supreme 'Court

stated in its decision. (Decision No. 53 (gyo-tsu) 69, delivered July 4, '1980,

Supreme Court).

According to this definition, for a reference to be a publication,

Whereas, limited publiea-

long as they are intended for opening to th" public.

tions such as journals of certain associations ,publi9ations d.istr~b"tlted only

to particular subsc~b~rs_,or. ,pu~li~~ti0r1s no~ ,for,.sal~ are "publicattons'' so

in secrecy cannot be regarded as "apubncanon"

it must be a reproduced copy having a public nature and a distributable

nature. These natures ~i.ll riow be c<ii.~~ussk<i i;'<ii.yi.d~allY"

Public nature of a publication

A pUiJlicati0l1must<be in:1"Il<1Qd,for opening to thP,PIlP!i9, ,

Accordingly, for instance, a secretvpubltcationdntended to 'keep m'cOntents

circulated to the public as information. Acoordingly , fer instance,r"pro~\Ic",d

copies of t~:" recor-ds of lawsuits c~nnotbe,~~g:,ar.4,e?- as "a P~~l!:c,~~i()~~n,.,~ince
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they ':ar~"no~,irlt~ndedto be circulated as Informattorreverrfhough they. are'

2)obtainable upon request .

.(b) Distributsble nature ofa .publication

The .public nature-of a.publicationissatisfied only when the, ,..

distributable nature. i,e,a. nature to berdiatr-ibuted to the generalpuplic.

Accordingly, information materials not iIlteg<l.e.d:t'or:;cli$,trib.l.ltioIl;·,,:sllch .. .as,
inst hict ion..J

technical manuals or specifications, cannot be regarded as "publications",

(c) Reproduced copies

Acco:ding to the Patent Office practice in the past a reproduced

copy ,,:as defined to be a printed matter. Reflecting the recent developm.ents

in theYeproduction techruques it is, the current practice to include, within
'_'I

regarded as

the scope of IfreJ?~()quged,,copie~n" not ,o~ly ,the, p rlnted matters but also

various types of reproductions prepared by many other reproducing means

as follows

(i) Printed matters

(Ii) Copies prepared by copying machines (e. g. electrophoto

copies or photographs)

(iii) Other reproduced copies prepared by reproducing means (Copies

reprod uced . mechanically ; chemically . or electrically from the originals

which ITIsy.be hand r",rittenc>r. typed.)

3-4 s.p~~i~c exampl~~ ofilie p~blicat;on

We shail now"dXicuss ~~-~ious"p~blications to see if they can be

p~l>licati~nn'sti~~latedi~A~ii~le 29 of the Patent Law.

"

Particularly, on the question of whether or not foreign patent' specification

was available for the PUblic::iri~pectio~ at £l1e'P~tent "~Orefice, canb~' reg'ard~cl

'd~:':i~aptbiicaW()'~i-;":'or w-hethe'r;"o~ "'not ""a r~prc;dl.Ic~(f-copy--'()t"the origf'naf t'exi'

~~I1':be reg~'r<i~~d::~s "a puhhcation ll • therei~ a recent court'~:f~~ision in w:tii~h:'"
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the court has clearly-Indicated its view .for.: the deterrnirratlon of.." a .publication

distributed", and we shall gi.ve a detailed discussion on this-point.

(a) Original text or,'a specification' of; a patent application'

A mere' fact that in a' for eigri-countr-ycwher'ertha specifications of

patent applfcationsiare 'not published asprintedpublicatiohs andvtbeirvortgtnal

texts are available for the public inspection at their Patent Offices, .an original

text was avaflablerto ithe public fnspectlonv. is; not sufficient for';the original

text totbe creg'arded' as,;-!'a':pubUcatiori~":.;

Now t we will introduce a court case in which the issue was-whether-

or not<an original 'text of a'specification orca patentvappucattondnaforetgn

country-can. be re'garded-'as II 3.':p'ub)ication";.: A sunimaryf',ofthis!,;court .deciston

is atta'Che'das' Refe'tence n Further. there,are;"for' instance. the following

trial decisions of Patent' -Office-:;in~-which-'simna.r judgements.vwere.tmadee

(i ) As regards a Belgian patent specification.

Trial~o.~hp-45c§569,(thedecision4\,liyere(i DeceitlJ)'';~ 25. 1979)

(ti) As l'egal'(isa lai(i-ppen Ita1ia'1',p,~te'1'~,specifi",at~!1p."

Trial No. Sho-53-15373 (the decision delivered October 23. 1979)

(ifi) ~~ ,r"g"rdsa So~thAfri~~l~ate~t~pec~~~a~o~
TriaIN~.Sho-43~3310(the decisiond~lhTeredOdt~bet16.1975)

(a)-1 Dec!s!on Nu. SIlO-50 (gyo-ltc) 97, Tokyo High Court

(delivere'd')OCtober30 i 197c8)

In' thH,ndecision", the 'court "has'itll:l'g"d that;theoriginal; text"of;c,,'

a specification of a Belgian -patent application is rriot ."a publication"; The;

court' ;·h'as''-stated: irr: its'declston:

(iY:- ':-If,:is'':'reasOriable' to} under-stand that- "a.publicatfon'vIs a"dbcument. >a'

the common general public (public nature) and whichwasrreproduced

from the original model or the original text (i ;e , original) by means
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of printing, photography orip hotocopying reproduction or any other

similar· means.

(ii) Thee original text or the original does -not have suclLan intrinsic

nature that it .isfntended .for, distribution to .the common-gener-al

public although it may exist ina plurality of copies and may take

various .forms .

(iii) The Belgian patent specification itself (original textjds.ralways

maintained at the Belgian Patent Office .and will not badistributed

elsewhere'.

(iv) A Belgian patent specification cannot be regarded as "a publication"

distributed ,inca foreign country stipulated in Articl!,29,Paragraph1,

Item 30f the Patent Law ,since the original text .itself is not distributed

although its copies may be distributed elsewhere.

(a)-2 Comments on the court decision

Th:~;e';,'ft;i()J1 that the ortginat text of Ii patent specification cannot

be regarded as "a publication'' in the seJ1seof Article 29, Pafiigrapll 1; Item 3

of the Patent Law, may be taken as quite natural since the original text itself

is always maintained at the Belgian Patent Office and has no cdistributable

nature.

However, as an original text OfaBelgianpatent application

becomes available to the cpublic inspection , relatively, .soon after the filing of

the application,: ItIs quite often uaedxasran important source of technical .

information. In this respect, we consider it desirable.fo.rset u,p,a .legialation

to the effect that once the .original 'text is laid open to thcpubttc-tnspectton,

it should, be regarded as having a formillityequival!,ntcto"a publication

Article, 29;Pilrilgrilphl, Item 30Cthe Patent Law.
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(b) Reproduced copies of specifications of applications

An original text of a specification of an application laid open to

the public inspection in a foreign country is not regarded as "a publication"

as mentioned above in item (a). However, reproduced copies of the original

text are regarded as "a publication" provided the prescribed requirements

are satisfied.

We shall introduce a Supreme Court decision in which reproduced

copies of the original were recognized to be "a publication". A summary of

the decision is attached as Reference 2. A similar judgement is also found

in a recent Tokyo High Court decision (Decision No. SOO-55 (gyo-ke) 68,

delivered August 31, 1981).

(b)-1 Decision No. Sho-53 (gyo-tsu) 69, Supreme Court

(delivered July 4, 1980)

In this decision it was held that a reproduced copy of the

original text of a West German utility model speclfidation can be regarded as

"a publication distributed" stipulated in Article 29, Paragraph 1, Item 3 of

the Patent Law. The major points for the judgement are as follows

(i) If the original text itself is laid open and a';"ailable to the public for

fl'ee inspection and if a facility is available whereby its copies can be

supplied without
C

delay upon requrest by the public, it is reasonable

to understand UiaiC the "publi~ution distributed" may be the one which

can be reproduced from the original text and supplied each time when

a request is made by the public',

(ti) The reproduced copy is a document reproduced from the specification

for the purpose of ~pening to the public by distribution and was C
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(b) - 2 Comments on the decision

The above Buprerne Court decision does riot Indicate that every

kind of a copy reproduced from an original specification can be regarded

as "a publication distributed". The decision indicates that for a reproduced

copy of an original text to be regarded as "a publication distributed" sripulat-

ed in Article 29, Paragraph I, Item 3 of the Patent Law, the following three

requirements must be satisfied:

(i) The original text of the specification must be laid open and available

to the public for free inspection.

(ii) There must be a facility whereby its copies can be supplied without

delay upon request by the public.

(iii) The copies must have been reproduced from the original text each

time upon request by the public and issued prior to the filing of the

patent application.

Reproduced copies of the original text satisfying the three

nequir-ements hav:~a J?l:lb1i-c nature as well as the pistr~b~t3:ble nature, ..Flr~

in the particular case , ,it \'o,f,~f3::~()I'lfirrp~4 ~l1lilt ~11~.~ep~q:u9~(1 cop_~~~ were in

fact distributed. Thus, the court decision is quite acceptable.

Further, a single copy of the reproduction fr-om th~ original

text is .sufficient to establish "a publication distributed". 3)

Thus, in order to effectively use a reproduced copy of the original

text laid open to the public inspection in a Patent Office , such as a West German

utility model specification, a Belgium patent ~pecification, an Italian patent

specific__ation or a ,S~tltr Af.rica,n,I?~ten,t£iP7cificati()n,as a prior ~W~ reference,

it is neqess3:~X t?,sati~fy_J~e:.aboye.mentioned requirements (P, tq,qU)"

evidence to prove that the three requirements are fully met. In reality,

contents of laid-open specifications arc worldwidely distributed through various
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servtce-companies; Under: the' :cirdumstances~,;it is desir-able-foctake a

le gistative: measure so.that reproduccd-copies of; the,'original-texts-- -canrbe:

used ',flS"" lI a 'publication dtst.rtbuted!' .witbout.vneceastty.; of taking 'complicated

and troublesome procedures':

(lor Other'publications'

(cr-l Books; jaurnals 'and patent gazettes or pUblications

These are obviously "a publication".

(c) -2 Microfilms

Microfilms" for' speciflcations of' applications are' recogni zed as

"a pUbUcationll,~.-4)', -The':reas'on :is','that'St16h inicrofi.lnis~"ar€(--srriall:::size

reproductions roftthe ortginalitextscand havera-publictnatu're 'ariil' ia

dtstributablematur-e required' for'" a publicatfon" although theY'r~quire"a

reader for rea.ding;

(c)-3 Catalogues

There Tsiri6 doubt that catalogues"orpimphlets'caI1:be regarded

as "a' publication distributed" ','sa .long as it 'call' be proved that they'Were

actually .distributed'. Practically, however,"it'is .often'-difftcult' taprove"'Y

the' 'facts for' the' distribution' and the date i'forthe'distributian'. " For Tristance;

it is noFoertainthWthe Indication-of the'da:t~ ofprInting'(such i as "".r96(i'.

8. Second printing (1000)") appearing on the catalogue will'be"accepted"as'"

the date"afdlstributiiitEln ia'certain',tritir'debisian, thlsiWris 'affirmed5) and

in another :trial decision, 'thts' was .rejected', 6),

It 'appea:rsthat';fdr':'a':cabllogue to' be "recbgrdze'd:' as' l'-a::·public'atiori",

there must be' an. objective: 'situation. ;e-)g ."such",thaf the 'printiiig':'date indicated

in the catalogue is substantially earlier than the filing date of the application.
" ........•.......

was distributed prior to the filing of the application.
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F'urther Jth~rE:! is a. cour-t.rdecieion "in" whiehdt was held·.that-,:even

if a p ubllcationibear-s a copy right indication (such as@ 1962.), such a copy

right Indication is .not , bydrself, sufffcient to establish the date, .orctstrtbu

tion of the publication. 7) Accordingly, in a case like this ,it is necessary

to prove the date of distribution by evidencee.g.:byacertificate of a

public library showing the fact that the, publication was .received by the

library.

(c)- 4 Technical instruction manual

A. ,technical iristr-uction. manual .or .spectficatton is not intended to

be diatrfbuted to .tbe p ublicv-and accprdinglyit cannot .be reccgmzed-as..a

publication dtstributed at vtnadate therect'eventf such-a date IaIndicated

in the manual or, specification. 8) Separate evidence will.bereqllired to

establish the fact of the distribution and the date of the distribution.

(c)-5 Others

With respect, to magneticeecording tapes, magnetic recording

discs, optical .recording. :,discsand, .tha Iike , 'Jherel1as. been .no. .triat. decision

or court <i,e~$ion'.:iI1w,lrl.cll:>a:question has been. raised as to whether or-not

81,19tJ., .recording .meclia.'can: .be .regarded: asva publication' in terms .of. Article

29, Paragr-aph 1., Item ,30f the Patent Law. Thisis a question yet.tobe

answered in future.

Ltds .hard :19: Iiterally.rcallcsuch-u-ecor-ding 'me,clial';~,publication'L.

However, their function is similar to-fhat-of the above .mentioned .microfilrns

and .they- have "~, pUP1i<;:: nature" as w~lI-,a$:"a distrlbutabte-nature". Thus,

it,:;;eel11s to. bereasp.nal:),le, tel, consider that .they belong J9.'- "a, publication",

.'
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4. At'tiCle 30 of the Patent Law (Exceptions to lack of novelty of the

Invention)

4'::('; provfsibtis :iI:n::cf'their::lnterp'retation

Article' 30 ofth" Patent Law provides for the cases in which

the novelty of an inventlt>ll :'i~:'hc;t 16~f'bY;th'~"Cdi;sclosure of' thef'nvention

prior to the filing of tl1e'applicati~n.Paragraphlof the Article provides

for the disclo~ure' {h"ilt;bli"~tiohd{st~ibutec:lp~i6r to the filing of the

application ;'±lrls'paragr9.I>11 l"ead~ as follows:

ArtiCle 30, ParagraPh 1 of the Patent Law

In a. case of .iliirrve'ntion which. has f~li,m under anyone of the Items

of Article 29, paragraphlbyr~aSon of thefact that the person

entitled to6b't~n a patent has conducted an experiment, made a

disclosure in' a publication or made a disclosure in writing. at a study

m""Hngire'Id.'bY asc[e'ntific body designated by the President of the

Pilt,,~tOffi~e, suchinv~nti6nshallbe deemed not to have fallen

under anyone of the Items referred to, provided that such person

h.as filed .. patent apPli';;ti6iiwlti1i'nsix months from the date on

wl1ich the' invenHo~'fir~tfeli \lhder those Items.

The entire provisions of Article 30 "reattached as.Reference3;

T hese ,Pmvi~ion~ irryolve,,,gl)~,,t deal ofpractical problems. Article ,30

providea for ..exceptions JO lack-of the.novetty stipulated 'in 'Articli3 :29,

Paragraph .I.arrd .more parficularty, It.provides for, exceptional', cases, in which

the novelty of an invention is not lost even when-the.Invention .has-been

disclosed prior, to the filing of the application. for an application to be

procedural :re,<::prlr4?p1~nts::as,;,w,e,llas the iprescribedisnbstantive

l:n,s~9Ft~ i\rt~9~e-·:J9,.; provldes.rthat-fn a> case 'where an:.Invention

has become publicly known by reason of anyone of the following items (i) to

(iii), the novelty of the invention shall not be lost by such reason, provided
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that a patent application Is filed within. 6 months from the date on. which

the invention became publicly known:

(i) A person entitled to obtain pat.e"" has disclosed .his invention

by an expe.~im~nt,_,a c:lisclostlr~jI1 apubhcation or a disclosure in

writing at a certain. study meeting -. (Paragraph l)

(ii) The invention has been disclosed against the will of the person

entitled to obtain a patent, e. g.!?y" spy or swindl"rin>spite of. the

fact that the inventor kept thei"yenti0Il secret, (Paragraph 2)

(iii) The invention has become publicly known by reas-on of the fact that

the person entitled to ?ptian a .i?at~l).~h8:S: exhibited his invention at

a certain exhibition. (Paragr-aph 3)

Article 3D, Paragraph 4 provides for the procedure, The person

who desires to obtain the benefit of Paragraph 1 or 3, must submit a written

statement to that effect simultaneously with the patent application and

within 30 days from the filing of the application, he. must also su!?mita

document to prove the fact.

It is important to note here that the. filing date of the patent

application in Article 30 is the actual filing gate and is not the Convention

priority date, if claimed. Accordingly, in a case where a Japanese patent

appltcationIs-to be filed claiming a Convention prlority based on a U.S.

patent application , if the invention has beeri disclosed prior to the filing

date of the U; S .. application in the sense of Article 30 , the .Japanese

applicatiorrmustrbe filed within 6 months from the date of the disclosure

irrespective <of 'the Convention date.'

Now'; reverting 'to the main topic of this" report "a publicafion'",

understand, :that" a-publicution" in- 'Article' 30; Paragraph l-is'fhe"same' 'as'

"a publication" in Artiole 29? loa patent pUblieatiori·O~ gazette included in
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How about the identity pf the

patent ,,:pplie":ti,,'1?' JI"y! ,\boutth~;i<lel'lti~y of thejm!~l'ltor(s) whofias..

di""I,,~edJheiny~ntj,o'1mthep\,blication,y!iththe,inventor(s) named .in the

patent application? What are the impactsofotllerd?ublication'\llaving' an

effec~i'J'ed'\t~ ;duri'1g tllepeiJ;"d;after the disclosure inthepuplication ?

Flfll,_':lJ.,~:4er~t?-rL4:~rLg,:?X .the,s~: ;:PFPbtems

will be useful for practice We shall discuss these, problems with reference,

to -triat Jie~i;3ipns:,andicourt (-d~cisions._<,

4~i Does the term"a p.itiU"ati6Il"in Article 30,P~ragral?h 1

have the same meaning as the same term in Article 29";' ,,:'

parag::aphl" Item n

Articl~,30 provi<l~sf"rexceptj(>I1S t,,1\xtic,le29, P"l'ag-r"phl.

Neve;r;p~el~;~,!3' ;:JP:~]~~~- .:P~Y~ 1?,~e,~,::q~1'~1,r(:ly~rs!~~ 9v/~F, -a queation of ,-yfhether or

not the same interpretation '\ll",:,ld,be "PPAe,<l to otlll'tl'rfil;','";pupli",,ti(>I1\' .

in both Articles. The major question here was how to treat patent publica-

tions or gazette. TIi~;eis n()~.i~sti.()Ildrdoit\'t1:h~t)th~P9.1:~ri1:;~iibJc~tions

are included ill "~putili~~1:iOIl'/lI1Ar1:iCle29, Paragraph 1, Item 3 of the

Patent Law. Hcwever , the opinions split

whether or not a patent p~blication should be included in the term

"a puliliiiation" iil Article 30, Paragraph 1.

Meantime, Tokyo HIgh'Court in its recent' decision 'has made a

judgement on this point for the first time. The details of this decision will

be explained later. 'Her~, we' will present the outcome ot'the decision as

follows.

Article 29, Paragraph 1, Item 3 of the Patent Law and the term

publication" in Article 30 of the same law differently.
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(ii) A';"paterif:p'ublication"dist'ribufed 111 'Japanor'a foreign "country must'
'natur-ally be regarded as "a ptiblicatiotl"'stil'ulated in Artiri!e 30.

(iii) HoWever, thevpublication of the invention in a. patent publicaticn

does' 'not meet' the'conditio'n 'that:a'p'erson entitled' "to 'bbiairi 'has'lli'aH~':

"a 1 disclosure ;iri:'a'p'ublic'atiohT1;

This'decision i8the first one in 'which Tokyo High Court has

clearly indicated its view on the term "apubltcetion" "'stipuUited- in~Afticie 30;

Paragraph 1 to the effect that thepatenFpublicationis included within the

scope of the term and that the publication of the'invention in a patent

publication does not amount to a disclosure made by the person entitled to

obtain a patent.

This decision has not yet become conclusive .butIs noteworthy

as indicatfrigYhe view of Tokyo HighCollr't for the first tillle.

Now. we shall review the background of the decision andithe

histor-ical develcpmentsof the e xamiriatiorr practice.

4-3 Historical developments, and examination practice,

(1) Following the enactment of the current Patent Law in 1960,

the Japanese Patent Office issued ~ Examination Manual in Apr;il, 1962 to

ensure the fair and harmonious enforcement of the Law. In Paragraph

10.28 A of the Manual, the following comments were presented in connection

with Article 30, Paragraph 1 of the Patent Law:

10.38A

DOCUMENT ESTABLISHING THAT THE INVENTION OF THE PATENT
APPLICATION IS THEONE DISCLOSED IN THE PUBLICATION

When a person entitled to obtain a patent wishes to file a patent

application' Joi'"an Iriventionwhich-has falien

1 t030f Article 29, 'Paragraph 1 ctthe Patent Law for reason of the

fact that he has, disclosed' theinve:rition:'in.l"pllblicatiorr'sllch' 'us a book,
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Paragraph <1.oL the. Patent Law;
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Stnceitheni there'were,>riia.I).y_:c_I;1$~s'j:n,whicha request Tor-vthe

application <>fAi·tiele 30, Paragraph 10f the Patent Law based on a foreign

paterit-'-pubUcatioll"was'rejecled,' although irr-some. 'cases, such request ,'was

gcanted, For examptevthere areitha-followingTrtal decisions inwlUch- such

request was rejected. (In a case where such request was-grantedv.ithe

applicant would nottnaturallyvdemand atrial'and no trial case is available . )

(i) "Trial'No. Sho-A6" 4762, Febr-uary' 22,1979

(il) Trial No. Sh{)-49-5251, April 11:, 1979

(iii) Trial No. Sho'52-14779,September4,1980

Tnese-: trial 'decisions -wer-e consistent :-withi:-o'n'e :another In "the',

sense that 'no 'application of Article 30, Paragraph 1 of 'the Patent Law was

grantedwitti respect-to a for-eigrr-patentcpublicatiorr. However,' their

reasonings were different, Le. in some '-cases , if was heldithat the.tfor-eign

patent 'pu'blication:"'i§<no-t'::regarded.:, as' "a-publication" stipulated In. said

Article, "anddrr other 'cases iit was rheld that the' foreign patent publication °

is regarded as'-ua.:'p'tihlicatiorin 'ih",said',Article, -butithedisclosure invthe

patentipublication cannot vbe ;re'garded: "as'"arfisclosure '1n,(:i publicatfon" in'

said Article, T'hus, the:';'s'ame conclusions w'ere notrnecesearilyibased on

the-same: grounds "or: reasonings

The patent publication in question in connection withctheopublica"

tion o(Article"30,Paragraph l oof t.he-Patenttf.awds limited to a foreign

patent publication, Consequently this question is restrtctedrmostty to cases:

where a foreignerTilea-a Jap'aneseapplicatiori 'for an dnvention 'already.

publishedJrru patent publication in a foreign country. Namely; in the case

of a Japanese patent publication, once it has been 'published, the <related

Office and the inention thereby becomes to be publicly known and loses its

novelty under Article 29, Paragraph I, Item 1 (not Hem 3).
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Accordingly, it is meaningless to reqiig~fttlg appllcati6nof A,;fi&g300f

thep~1:ellt Lawba.se<i 011 a. Japanese patent publlcatf6;' or laid open Japanese

Ba.t~Il1:)"~pli"ati()Il:

4- 4 Recent court decision

The applicant who received the unfavourable trial decision in

the above mentioned Trial.No. Sho-52-14779 (iii), appeale1 the case to

TOkyoJ;ligll c:ourL(Sh9;56'(g"Yo-~e)}2). On Jlln<e 22, ;1962 ,'ro.~yO .ljigh ..

court. re(lder<ed,a d.,¢sion.on thiscase to the fol\owi(lg ,,,ffec~(l' summary

of this decision is attached as Reference 4).

(1) Thes.l'me term)nctl1e. ~!1m<e.la!,!.. should pe .i(lte,pFe~edin the

same way unless there iSfgood,,,flSo(l tcInterpret iL,diff",ently, There is

no go()<i,r~af;9n::t(),i.nt~r.p:r~,t. p'l,e (tet;fIl: "a.pubticatton" in,:Arti,91e,~~_9,

Paragraph 1,:Item 3 of the Patent Law and the term "a publication" .•

Article 30 of: the same. law differently. T.he trial decision is in error in

stating th!'t the U.:;;. patent publication is not included in the publication

stipulated in Artcicle 30., Paragraph .1, of tile Patent Law.

(2) How.ever, the disclosure of. the, invention in the U.S. patent

Article 30, Paragraph 1 of the Patent Law. Namely, the term "a disclosure"

thi~Paragraph is meant. for ~ disclosure which the. pers()n entitle to obtain

a patent has made with his positive intentioq._;:,t()::q.i~clos,e~, ':i'ile_~~ppliGant's

intention in filing.!1 patent appjicatipniseither to obtain a patent right or

to prevent someone else to obtain a, patent right, Accordingly, thedis910.8'1re

in the .• patent publication.ds not ...a, disclosure •witl1 the applicant' s.pcsittve..

Article 30, Paragraph 1 of the Patent Law with respect to the U.

is correct.
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4- 5 Comments on the court decision

The above d",ci~ionby- Toky-o Hig-hCourt is noteworthy in that

this is the first court decision which rendered a judgement tl~at "th~ I>royis~(),~,~

of Articie 30, Paragraph 1 of the Patent Law is not applicable to a foreign

patent publication,

The jUdgernentwas based on the ground fhaftll" disclosure in

the patent' pllblicationisnot a discl6suremad<> by the positive intention of the

person <>ntitIedtoobtaina patent, and accordingty it does not fall under the

termt'adfsolosurefn a "'pubifcation11
:: stiputatedfn Article~:~30\ Paragraph

of the Patent Law.

This:a-e'6fsio:n 'has riot' :yef::become':conClusive'. However, the

conclusion of thlsdeclsi()n will probably tie supported.

. Accordingly, it is expected that tnrnanyttrlal cases in which

the appjfoatlonorArtlcte 30, Paragraph lof the Patent Law is at issue with

respect 'toll. foreign p'atentrpublicatfon , triaFdeci'sions willtie'clelivered

with the sal11econClusion as' in the above '; ctecii3ion OfTokyo High COurt.

It is also likely that patent'applicationsfiled;underArficle30; Paragraph 1

of thePatenrLaw on the basis Of fOreign patent publications 'villbe rejected

on the ground of lack ;of the novelty arid such applications will he meaningless.

4-6 Certain points which must be kept in mind to secure the benefit

of Article 30, Paragraph 1 of th~l'atentLa"'foraninve~t:ion
':disC!o-s'ecl in -:'a' public'ation

As mentioned 'in theabdve paragraph 4- 4,the benefit of the

provisions of Article 30. Paragraph L'of the Patent Law will no longer be

entertained' with "respect to' a foreign' 'patent publication', However swith

applicable.
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SinceAl'ticI",3P pfthe, Paterrt-Law definea-exceptions torlack. of

Japanese patentvsystem,

We:shouIdliKe to briefly discuss certain-Important points Which -:

the applicant must bear in mind when filing a Japanese patent application

under Article 30.

(a) Identity of the invention disclosed in the publication

with theinvei1Honin thepatel1t "applicJl.tion

The Invei1tlonoftileaplllicaHonfilecl uncler Artidle30, Paragraph 1

of the Patent Law must be tile same as th~inirention disclosedii1thei>ubli~a

tion. For instance (1)'iri a case where the essential point of the invention

was vaguely diacloaedTn thepublicaH"i1 aricl'i'twas then clearly setout in

the later applicationfor- the firstHme 01'(2) in! acase wilereai1 improvement

of theii1"entioi1d.isclosed inth~ publication was made', the subject 'matter of

theilater application, 'the invention. of'th~aplllicatj"n\lsuailyhas 'novelty"

without relying on theapplicaHbriof Article3();Paragraph 1. However,

depending' upon the degreeofth~irRgueneshn(1) or the degreeofflle

improvement in (2). it may bappenthat the invention oftl1e applicationYlill

be unpatentable as being obvious from the Invention disclosed in the publica-

tion. A due care must be taken to avoid this.

(b)" Relationship between ,the.inventor who disclosed ,the

invention 'iIi -the publication 'and 'the inventor nanled iri

the application

As a rule. the name oftheinvei1tor appearingdn the pubjication

should be 'the same 'as the nrim'e' 'of :'i'he:tnventor' "in: thepatent' application when

However ~-'there" may" tie" -:1 :e~ise In which someone 'else 'than' the iriventor'su6h

as a mere assistant is included in the reporters disclosed' i'Il'the':pubHditiort
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or acase in ,Whfchthe 'rer:i6rter disclosed-In "the "publication'is:aco-inventor

among,the'lnvemtors:'named'inthe patent apptication , Irruuctra-case , the

application-of Article' 30, Paragraph l'of the PatentLaw will be granted

provided that a satisfactory statement is submitted as to the discrepancydn

the nainingof the-inventors. (See the Examination ManualJParagr-aph 10.45..1..)

(c) Impact of other publicatibnsha.ving an effective date falling'

within a period between the' disclosure in the ,pUblication

and the filing of the patent application

If the tnventionwasidisolosed :se'yel"al,~iQ1E~S.in, publications

prior to .the filing of .t he application and the, application .was filed under

A~ticle~O, Paragraph )oLthePat~ntLawb""ed<;m the firstpublic"tion,

the novelty is,!onside~ed to p,aye been lost by.the second Or. subsequent

publication and the invention is unpatentebla.pursuant to the provisions of

Article 29, Paragraph 1,Item 30f thePatent Law. However ; the. Patent

Office practice. is such thatIf the. subsequent disclosur-e is closely related

to the first.disclosure ev.g. as between the first edition and .the second edition

of the 1l~1:>.Ii,!ation, the first disclos~reirl a collectionof reports and the

subsequent.. disctosure to, .a scientificozgarrization , or the, fir-st disclosure by

an exhibit .at. an exhibition and thecatalogues for ihe exhibit, the application

of!\~ticle30, Paragraph 1 will be granted. (See Examination Manual,

Paragraph 42. 45A.)

5. Article 124 of the Patent Law (Trial for invalidation of a patent on

the basis of a publication distributed in a foreign country)

5:-1 Provisionsan<i ,their interpretation

Wit~ re;spectJo a demand foran ;inv<ilidati(}n tl,'ial,against,a

country, Article 124 of the Patent Law provides for a period within which

such demand may be filed, as follows:
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Article 124 o[the PatenLL.aw:

described in.il.,puplication; .distributed In a foreigncountr:ypriorJo the

filing ofthe .patentvapplication "r:: for an invention Whic.h;could: easily

-of-tbe es.tablishement of the patent right,

Thus, these provisions

utility model registr-ation , 3 years from the date of its registr-ation) , the

invalidation trial can no longer be demanded on the ground that the invention

was described in a publication dist~ibuted in a foreign country prio'~to the

filing of the patent application or the invention was obvious from such

,,' ·'-e.':-···,

passed from the date of the regi.~tration of the patent' (in the case

trtal-for. invalidation:of'il patent). on.the-patent-under..Ar:t~cle 123.

Par.agrilPhl may not: be demanded after five year:s.from:the :re~st;riltion

.have... beerr jnade op,:the,:,pa,Eiif:i:\of such-Inverrtion-by .apersonwith

ordinary skill in the art to which such tnventionpertetns , ,a,:tp~a! ,(j.

invention.

The U.S ..Patent Law.does not have the corresponding provisions,

and these provisions are unique to the Japanese Patent Law 0. We wish to

explain the intention of the legialation of these provisions and problems: .

involved.

The 1921·;Paten.t :Ls,vv,-{effectiveto::patents granted..-1Jy':·the.enq.

of March 1960) provided for a similar period of 5 years f"rillL grounds of

Invalidationias .contr-asted. .to. -the :current ,Law . S:uch_,provjsio:ns'were,oiI1't,-~I1ge:d

to st.abill ze.. the-:l'ights· granted, However-;. for the.-reason t-h~t such provisions

restricted to be applicable under

tion based on a publication distributed in a foreign country. The reason

for maintaining such period to be applicable only to the ground of in validation
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based on a publication distributed ~in'a 'for,eign country, ;is said to be such

that the balance of interests' as between the proprrator-s of right" and the

public 'can. thereby be ensured since the ground of invalidation is thereby

limited to a publicatioIl whichwas distributed ina foreigncouIltry but not

in Japan prior to the filing of the patent application 'aIld' which was accord

ing�y not readily available.

Thus. with respect to' the Japanese patents (or utility models)

gr-anted-on 'or ' after April I, 1960., an 'invalidation trial cannot be .demanded

on the basis of a publication distributed in' a foreign 'co;';ntrY"oI1ce 5 years

from the date of the registration of the patent rights (3 years in the case

of the utility model registration) have been expired.

It is important to note here that if the publication distributed

in a foreign country was brought into Japan and distributed in Japan prior

to the filing of the patent application the publication is regarded as "a

publication distributed in Japan" and then the prescribed period of 5 years

is no longer applicable.

5C2 Effect of the publication'after expirationofttle prescribed period

Asvmentioned-rabovec-even when R pertinent 'publication ':'distributed

in a foreign country has been found' after expiration of the prescribed period.

it is impossible to invalidate the patent on the basis of the publication. While

Article 124 of the Patent Law provides for- a case in which the patent rights

cannot beinvaJidated, it ois'lindesirable ':that ithe excluatveir-ights-can be

mtaintainedwith ,:respect to 'a.n,inyention ,whichdricludes 'something: already

known to the public andw hichaccordingly should not' haverbeen-patented ;

industry.
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In the following court deciaions, the .techrucal: scope-of the patent

rights including .aprior-nrt was restrtctivelv.Jnterpreted to rexclude-the .prior

art portions from· the patent rights,

(i) Decision No" Shoc52 (gyo-wa) A423, Osaka District·Court (delivered

December 14".1979

(il) Decision No. Sho-53 (gyo-wa) 1909,Osaka DistrictCourL(delivered

December 14; ,1979

5- 3 Judgements in the decision

The Osaka District Court rendered a decision on these two cases

as triey were combined. A summary of this decision is attached as Reference

5. The court made the following judgements:

(I) How to interpret the scope of a Claim based on various materials and

within the scope not departing from the intention of Article 70 of

the Patent Law, is a matter for the court for an infringement suit to

decide with its exclusive authority.

(ii) The fact that the patented invention was known by a publication in a

foreign country at the time of the filing of the application cannot

(iii) The technical scope of the patented invention may be restrictively

the technical scope of the pa;ented

invention.

consideration in the determination

expiration of the prescribed period.

interpreted in view of the publication in a foreign country even after

itself be negated, and it is rather natural that this fact is taken into

-5-:,4 ·,:c.omments:on tnedecieton.

a trial for"invalidation'of a patenttcannct-be..demanded on the basis of- a :

publication distributed in .a: foreign country once the prescribed 'period. has

expired.
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Oncthe other ,hand;, the,above:court~'decision:makesit clear that

in the enforcementdf .Aeticle 700Lthe Patent Law providingthaFthe technical

scope of the patent rights shall be determined based on the descrtptionof a

Claim or Claims,' the Claim or Claims may beinterpreted.to' exclude from the

technical scope the invention known by a publication dtstributeddn :aforeign

country·.prior to the filing of the application even if the period prescribed

in Article 124 has been expired. This decision is acceptable.

6. Conclusion

(1) As explained in the foregoing, the current Japanese patent system

adopts a worldwide basis only when the invention is known as disclosed in

a publication, Accordingly, the novelty of an invention will not be denied

merely for the reason that it was publicly known or publicly worked in a

foreign country prior to the filing of the application in Japan or for the reason

that the original text of the patent publication was laid open to the pUblic

in a Patent Office in a foreign country.

(2) According to a Supreme Court decision, Ita publication'' is defined

as "a document, book or any other similar information transmitting media

reproduced for the purpose of opening to the public by distribution".

Accordingly, for copies reproduced from the original text of a

patent pubtication laid open to the public inspection at a Patent Office in a

foreign country to be regarded as "a publication", they must satisfy certain

requirements. If lack of novelty is to be established on the basis of such

copies, it is necessary to first prove that they satisfy the requirements.

However troublesome it may be. we have to ,'-:lj:Y¢"_:\Io1Hh_~t ,~ndert.he-"c.::urrent
..............

Japanese PatcntLaw .

(3) In view of.tne fact that copies reproduced from! the original text

of a foreign patent publication laid open to the public inspectionare distributed
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to Japan through various service companies anddn view of the fact that as

a eonsequenee of the .rapid developments of various information transmitting

means in recent.iyears ~-- _information .has ,'.b.~e.o.~e readily availablean- Japan ;' it

appears that time is ripe for serious consideration to employ the ",orldWide

bases for all noveltyrbars,

(4) In a case where a person entitled to obtain a-patent.Te og c: aIl

inventor) has disclosed the invention in a publication prior to the filing Of

the application.dn Japi'n,.Jhe novelty Of Jhe. invention:willbesaved only 'When

the requirements of Article 30 (exceptions to lack of novelty of an.dnvention)

of the Patent :Law are fllllY .met, ·Accordingly;underthe·Japanese:patent

system Itds advtsablanot to :cli.selose the invention Prior to the. filing of. the

application.
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REFERENCE i (Sumrn~~yof t""'is'idriNd. Sho c50

(gyo-.ke) ,97, . Tokyo High Court):

The sale issue in this case is whether or not the trial decision

in which Article 29, Paragraph 1, Item 3 of the Patent Law, was applied

on the ground that the original text of Belgian Patent No. 620107 was a

publication distributed in a foreign country on its laying-open date

is justified. This court does not consider that even if the Belgian patent

(original text) was published and laid open to the public inspection, it

necessarily constitutes "a publication" distributed in a foreign country as

stipulated in Article 29, Paragraph I, Item 3 of the Patent Law and

decides that the trial decision is unjustifiable as erring in the interpre

tation and the application of the Patent Law. The reasons for this

decision are as follows:

(1) The provisions of Article 29, Paragraph 1 list unpatentable

in ventions to define the requirements for patentability, and make it clear

that they must be an invention, i ,e . a certain technical concept and m~st

meet at least one of the conditions "publicly known IT, "publicly worked II

and "described in a publication distributed".

Accordingly, the "publication" stipulated in Item 3 of the

Paragraph is distiguished from those stipulated in Items 1 and 2 of the

Paragrap-h, and it is reasonable to under-stand that the publication is

a document, a draWing or a photograph, in a fo~m to express the certain

technical concept, which is intended for distribution (distributable nature)

to the common general public (public nature) and which was reproduced

photography or photocopying

The public nature here is meant for elimination of secrecy

and is distiguished from the distributable nature which is meant for
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extensively distributing. the .reprod)lced copi~~, That th~. publfcnature

differs from the distributable nature ;is apparent ifor·instanc~; 'from the

fact that the records of law suits or other actions are open to the public

and available for reproduction. thus having a public nature. and yet

they are not intended for distribution. nor do they have a distributable

nature. Further, the distributable nature is meant for the intrinsic nature

of the subject to be distributed which is intended for distribution. and

accordingly. it is distinguished from the fact that the subject "has been

actually distributed".

Further. it is reasonable to understand that the publication

is meant for the one which is, after its content, Le. a technical concept,

has been reduced to a certain form such as writings or the like (i.e.

establishment of the original model, the original text or the original).

reproduced therefrom or therewith for the purpose of distribution.

And. the original model, the original text or the original does not have

such an intrinsic nature that it is intended for distribution to the common

general public. although it may exist in a plurality of copies and may

take vartous: forms. (However, there may be an instance where it is

identical with its reproduction in both the outer appearance and the content

and no difference from the latter is observable also in its distributed

form and thus. it is meaningless to distinguish the two. In such a special

case. the two may be regarded as being the same.)

Plaintiff asserts that for a certain document to be regarded

as a publication. it must have been reproduced in a number of copies and

must have been available for distribution to the general public. However.

a

request is made and therefore even a single reproduction may be regarded

as a publication so long as there is an intention for distribution.

- 2 -
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ductions must have been availatile.britlieother hand, Defendant asserts

th!\Lev~n a singl~,Agcll111entsh9uld be regarded aSAlpublicatio),sO long

as iti~p:repared,forthe PHrP9se of;oP'!lling its .ccntent to the, public and

its copy is" r,!",dilyr,,!produceablealld",y",il",pleaJld ,thatth,! state, in .which

its cornr ,c,ll,llil11l11edi",tely" p,!:prep",red ,and available .upon , request, should

that evenwhen,a"d(?Cument is prepared for, thepurpose,of opening.dts

content, jt,can not ,b,ex,!gardedas .a .publication sOloJlg,;',;"s.it is not

expected to"bedistributed,to the common general public •

.. . ,,(omitted) .

A Belgian patent ,is laid open to public about 3 to 6 months

after the, ,filin g,.of. th~, .application., """d"any"persOJl"C",Jl obtain -acopy .thereof

on or ",fter:,thelaYirlg"<;>pen date . F1owever"the .specifdcation ,itselfC];e,

the origjn",l,tex,t)" is ",lw",ys' maintained ,in the,' Belgian. Patent omoe and will

not be distributed elsewhere. Such being the case; the .Iaid-operrBelgdan

in a foreign,,,9)lIlH'Y "as,stipul",tedin Article,,29 ; Paragraph 1; Item ,3, oic""

the Patent, L!l:IV' si!\ce,(he, W'iWalte",t.is .not: qf"tho, .nature , to, be, distributed'

els'!",here ,g.jthough,It§,cgpies lllay ,be ,distriputed to,other: places;

In the presetl,t\c,~s~:,:t.J:1~~eJI?:':-n():~videnceiWhiCh_,S\lbsta,tl~iat';ts:"al1Y;other

fact than mentioned above with respect, toth,!,qriginaLtext of; Belgian

Patent No. 62qW7, alldthe onigmal text can not be regarded as the

"publication", distributedJll a for,eign country at-theJaytrrg-openvdate,

" 3 "
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REFERENCE 2 (Summary of Decision No . Shoc53

(gyoctsu) 69,. Tokyo Supreme Court):

The "publication distributed" stipulated in ArticlE'29, Paragraph'

I, Item 3-of the Patent-Law is a document, a':drawing--or~fny"bther'similar'

information', t ransrnrtting -inedHimreprodtice'd for "the purposeof-opening

to the public by distribution, and is meant fdr a distributed publication.'

Here, 'those reproduced for the purpose of opening td''thepublic by

distrib utton. 'are not'tl(~cessar-ily restricted"to 'those whichare-already

widely available to the public in the :form of copies reproduced frdmthe

original texts in a sufficient number to meet the demands of the public

in anticipation of the public inspection, and df'<the original text itself is

laid open and available 'for free inspection by the public and' if' a facility

is available Whereby its copies can be supplied without delayupdnteqllest

by the public; ,it is reasonable to understand that iFmay be the one which

can be reproduced from the'origmal text and supplied each time wheria':

request is 'made by the public .

Referring to the present case in 'this respect, thaor-igmat

decision has rightly established that the firsf'reference in question

Exhibit No. otsu-t) isdderrtical in its appearance 'and content with the

reproduced copies'rfhereinafter :refe'rred:to-:asllthe"'reproduced'copiC~'sin this

case") which Agpha GefeltCo., Eastman Kodak Co, Ernst Reitz Co,

Rolei Welke;-',Co:,' etc., -farncus'<carner-a or filmmakers in: West Germany

obtained one after another as copies of West German Utility Model

RegistratidnNo.' 1859490 during a period from 'October 15:, 1962 to

November 14, 1962 i.e."c""·,,,,,,,,:,·,,,,,,,:·,··,,·: ,,: .:.:. ::;

from the West German Patent Office or through German Patent Service Co,

private service company, and can therefore be confirmed to be the ones

c 1 c
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distributed by said Patent Office or by said German Patent Service Co.

prior to the filing of the patent application in this case. Whereas, the

specification in this case was laid open to the public inspection since that

date at said Patent Office, as the application document of said. utility modek'

registered on October 4 of the same .year , i.e. prior to the ',filing of the

patent application in this case. Besides ,it has been established by- the

original decision that any person who .desired .to obtain a .reproducad..

copy of the:original.·text"of:an, application. documentiot..a. registered utility."

modeL such-as the specification in this case was ..nor-mally. able to obtain it

from ,. said Patent Office 'dr. through a private service company such'as

said German Patent Service 'Co; in about 2:weeksfrom the dispatch of'

an order. Thus, the reproduced copy' in this case on-theftrst reference

is a document reproduced from the specification in this case for·the

purpose of opentngto the 'public by distribution and was"diitributed

prior 'to the filing cit thepatentapplicatibninthis'case, and accordingly,

it canvreasonably be regar-ded ias the publfeationrddstrdbuted , as sttpulated'

in Article 29, Paragraph-d , Item 3 of the Patent-Law

- 2 -

13.1



REFERENCE 3 (Article 30 of the Patent Law)

(Exceptions to lack of novelty-of tnvent t onI

(lFln a case-or-un tnvent iorrwhi ch has ratIenundec any.cne

"of the Items of Article 29; Paragraph lbyreason of the fact that the

person entttlro,'to'obtail1:a:patenthas 'ccnduct ed-arr-exper-irnent ;:.:rmde' a

di sc'losure .tn-a-pubf icafion or.rrrade a-dt sclosure vtn. writing. at: ~'. study

meeting. held by a:scientificbodydesignated by the President of the Patent

Office, suchTnvent i on .shal I. be: deemed: not. to-heveTal l cn .under.iany oneaf

the Items referred t o ; provided that such person has .filed a-pat-ent

appl iqiticn:';Wi thin atxrronths from: the' dat e-cnwnch the invention first

fell under those.il t.ems •

(2): In the case .of an, invention \IA1:i,ch:has fallen under eny.of

the items of Article 29,:Paragraph I against .the.wi l-l of the person

havtng .the jr-tght t o-cotatrra-patent., the: preceding article, shall also

apply t provided that suchperson.has filed a-patent app'l.i caticrrwi.thin six

rmnths from the date 011 wh'i ch the invention first fell under those

item.

(3) In the case of an invention whi ch has fallen under any of

the Items Article 29, Paragraph I by reason of the fact that the person

having the right to obtain a patent has exhibi ted the invention at an

exhibition held by the Government or by any local public entity (herein

after referred to as the "Government cct , ") or at one which is not held by

the GoveDrnment etc. but is designated by the President of the Patent Office,

to the Pari s Convent ion by its government etc. or by a person euthor-t zed

thereby, or at an international exhibition held in the territory of a

count ry not party to the Paris Convention by its government etc. or by a

- I -
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person authorized thereby \\here such country has been designated by the

shall aiso apply. provided

that thep~rscii:::h.ivihg th~ ri'ght"t:o obtain a pat~t ~5"'lii~: a patent

appl icafion :~ifh;i~':~:i~ nxnths 'fr~ the:':&'ie::~;,"'~id-:';ih~:'invenii~::'first

fell under tjioseTtems .

(4) Any pe~son ,mo desires the appl'ication of Paragraph or

the preceding p~~~kriiph ~:..A th"1~~~'~~tt6 an in~'~tTon cl~:i~; i~ a patent

appl iui{id-i':'~half;~ubri1it ~:::~it't~ siat~t;'to':that effect' t~ 'the

President o{'t:h~:Paient'dffice siriuitaneous{? with th~ pit.ien;t~;'appt'ica~i'<:n.

Within 30 days of 'the filing of the patent application, he shall also

submit to th~Presid~f:::cif::t'li'e P~t~:t-'bffi~e a d~t proving that the

inventi.on~latfued:hi':the:pat~t"'a-pplica:ti.'~ i'iitkt 'inventiOn fa'lting under
Paragraph I or the preceding Item.

- 2 -
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REFERENCE 4 (Summary of Decision No. Sho-56

(gyo-ke) 22, Tokyo High Court):

For the consideration on the question of whether or not the

trial decision is justifiable, Article 29, Paragraph I of the Patent Law

provides that the inventions falling within the terms of anyone of the

items in said Paragraph are unpatentable as lacking in novelty and

lists in its Item 3 "inventions described in a 'publication' distributed

in Japan or in a foreign country prior to the filing of a patent

application n, whereas Article 30 of said Law provides that even such an

invention shall not lose the novelty for the reason. that .the person

entitled to obtain a patent has disclosed the invention in a. publication prior

to the filing of the application, if the. invention has become to fall under

said provisions of Article 29, Paragraph 1.as a result of the fact that

said person has made "a disclosure in a 'publication.' It and ~rovicled tllflt

said person files a patent application for the invention within 6 months

from the date on which the invention became to fall under said provisions.

While the same term in the same Law should be interpreted in the same

way unless there is a special reason to interpret it differently, there is no

special reason to interpret the term "publication" in -Article 29, Paragraph

1, Item 3 of the Patent Law and the term "publication" in Article 30 of

said Law differently, and accordingly, if a Patent Gazette distributed

in Japan or a foreign country falls within the term "pubfication It in

Article 29, Paragraph 1, Item 3 of the Patent Law, it must naturally

likewise be interpreted to fall within the term "publication" in Article 30

of said Law. Since it is apparent that a Patent Gazette distributed in

Japan or a foreign country falls within the term "publication" in Article 29,

it follows that if the publication of the invention of the application in a

Patent Gazette can be regarded to meet the condition that the applicant

- I -
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reason oftheciis"losurefprpyidedth~applicalltJilesthepatent .apptication.

within 6 months frorn ,the date of .the disclosure. However , the .publication

of the inverrtiorrof til~application in a Patent Gazette does not fall within ,

the condition that a person entitled to obtain a patent has made "a

disclosure in a publication". as stipulated in Article 30 of the Patent Law.

The term "made a disclosure" (which corresponds to the term "presented

a dissertation" in the English translation of Article 30 in attached Reference

3) in said Article is meant for the disclosure made by the person entitled

to obtain a patent with his positive intention to disclose (emphasis added)

and mere presence of a negative intention to permit someone else to

disclose is not sufficient to meet the term "made a dtsclosure" in said

Article. The publication of applications is made by the President of the

Patent Office by publishing the prescribed particulars in the Patent

Gazette (Article 51 of the Patent Law), and is not made on the basis of

the positive intention of the applicant (Le , a person entitled to obtain a

patent) to disclose the invention of the application. It should be regarded

that a person entitled to obtain a patent files a patent application with

an intention to either obtain a patent right or prevent someone else to

obtain a patent right (in the case where no request for examination is

made) and not with an intention to disclose the invention of the application

by the publication of the application in the Patent Gazette or by the

laying open of the application.

The above mentioned principle regarding the disclosure of the

Patent Gazettes and U. S. Patent Publications. Although the trial decision

is in error in the statement that the cited reference (U.S. Patent

- 2 ,
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Publication.) iisnot mchided inthe"publlcatidn" stipulated in Ar'ticle;30.

Paragr"phl cif the Patent Law, it finally-concludes that theidtsclosure of

the mventtonfn "the Patent 'Gazette','cau:"not'be"'regarded' as 'lIa:"dis6losur'e

in apubltoattonvby the person entitled to obtafrr-a-patent , as stipulated

in Artlcle30'Paragraph 10fthePatent Law,'and the tconclusionda-r-ight,

- 3 -
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REFERENCE 5 (Summary of Decision No. Sho-52

(g¥<Hla) .4423, Osaka. Distr'ict Court)

It is needless to say that once the P,atent Off'ice has" gr,anted
; ...• ,,-,:,',- ,c· ",_ ,-:_,-, ,', ::,':': ,:." .. ' :. ,'.... '. .' ..

a patent rtght _;~ith: JtseJ(91';1s~xe-_fll:!tl'1()ri~y",.tt is unwarr-anted for a, ,court

for a patent infringement suit to regard it to be invalid without good

reason. and to judge the complaint on the assumption of in validity

unless it has bee!' judged to be invalid in the invalidation trial (and the

subsequent patent administrative suit) prescribed in the Patent Law and the

judgement has become conclusive , In further consideration, however it

should be noted that the Patent Law is designed. on one hand, to let the

patent applicant disclose his ne~ and ingenious technical art and to let

it contribute to the development of industry and to the benefit of the

pubtic and. on the other hand, to grant a patent right thereby to entitle

such a person to exclusively, use the t",chnical art for a prescribed period

of time. Such a basic relations~ip in the balance of interests between

the patent applicant and the gen",ral public should be duly taken into

accourita W'hep. :~".court for",8:n, inf~ingern~:n,t f;tlit,<iet~rmines the. technical

scope of a patented invention.

As a general rule, for the interpretation of a claim, it should

!,on.\lidered in its substance duly taking into consideration the nature,

the obje,cts a!,d the detailed description of the invention and the

accompanying drawings and without sticking merely to the wording of the

claim, and especially _lNl1Em :~h-ejnyen~~pn includes .cer-tatnjnatters YlJ~ich

were alrea,d,y", ,kn,,()w,n and used at the time of the filing' of the application,
.. .. .... '." -, ' ," '. " .. ',,': '_ i ,:" ,-:: : ..: ...." .' ;': : -.::- " : ,'- " " ':' .." : ....... : -: : ,'" _" ,', .."" - .. ,.. .", - , ..', .. :: " '." , ~

exceptionarcase .. as: is .. tl1~: .. presentcase-.y~h~r~ .. the technical concept .. .of .. the

patente(i,inventi()n w,!s~h()llyknownpriorto the filing of the apptieation ,

- 1 -
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the technical scope should be interpreted narrowly as far as possible so

as to satisfy the basic require:mentastl1e~ti9ne<:l,:;~bov:e'i Namel¥"._.~ven

when the wording of the claim is composed of broad terms or functional

or abstract expressions, il1:e techn:i~~i'~6o~e sh6~ldb~:;fute~p~et:ed', irres

pective of the wording, to be restricted:'tg:thet~c'hnicalC'onsti"'1ictloh

specifically disclosed as the working example in the detailed descripti"h.

of the invention, ~it£inthe technical conceptth~r~bYEn{pres~~:d:~

With respect to tile patent in this case, 5 years from tile

date of registration of tIie right were alre~dy passed. atthe initfution

of the present suit , and. the right was alreadyestablished.s" that"

demand. for a trial for invalidatl"n of the 'patent was 'no longer~dIl1itted

on the ground that said DBGM was in existence.
.. ",-',:

However , "this matter

must be d.istinguisl1e<lfr6~ the matter that tl1e tecllni()al scope of tile

patent in this case should be rest~lc1:ively'illi~rpret~dairrienfioned 'abov~<

Because, how to interpret the scope' ofthetechIlicalsc"peof a' p~t:eI1t'

based on vartouernaterfals and "'within "the 'scope 'riOt -:d'ei~::i~tiri'g- frorri the

intention6f>Arti6le 70, Is

suit to 'de~ide with its e~cl~sive autho~tfy">~rid: ih~'re:::is no good r-e~'~ort'

why a basic reference which happens to be a document knOWI1ID a f6ref'g'I"i

country should be treated differently from other references. The fact that

the pate~tecl invention in \hisease was:'knowri bya pUblicati(m':irl"~':f6f~ign

country at the time of the riling of the~ppli~~hon cannot itself be negated,

and it is rather natural tl~at"'1:his fact \5 takEm~'into'eonsidera1:i~niri:tii~'

determination of"thE{technicalscope of the patented invention. The

neglect of the refcronce simply because 5:y~'ars:h~ve:' passed since

of the patented invention

known at the time of filing the application as an exceptional case will

- 2 -
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thereby be meaningless. Further, it can not be justified as a reasonable

consequence that the' technical scope is inconsistently interpreted depending

upon the timing of whether or not 5 years from the registration of the

patent r-ig-ht in question have been passed at the time of the determination

of the technical scope .

..... The technical scope of the patented invention in this case is restricted

to the scope of the working example as disclosed in the detailed description

and the accompanying drawing.

- 3 -
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PATENT TERM RESTORATION - AN UPDATE

COM}IlTTEE NO. 1

RUDOLPH J. ANDERSON, JR.

Status report on the Patent Term Restoration Act of 1982 is provided.

The activities of the Subcommittee on Courts, Civil Liberties and

the Administration of Justice of the House Judiciary Committee

chaired by Congressman Kastenmeier and by the full Judiciary

Committee chaired by Congressman Rodino are given together with an

analysis of the amendments to the legislation made by the respective

committees. Action by the House of Representatives has not been

completed. There is a possibility of such action in the course of

a legislative session in early December.
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PATENT TERM RESTORATION 
AN UPDATE

More .~~i;::r~~.g~~r~,~Sinc:e:.'ou'r :-las,t"me,e,ting,' :the,~,e groups
have mounted major efforts and•.soughtchampiqns of

Te:stimony: ::inppp,os'ition, to the ,',legis-l:a:ti.Q!1 :,"!i3.;S
presented .by the Generic Pharmaceutical ·lndustry.,Association and
by various consumer organizations associated with Ralph Nader
such as: ",Public Ci-,tizens,Li.t'igation G:r:otip, :::PublicCi;tizen" s
Congress Watch and" pbblicInt'erest Research Groupc,

PRESENTED BY RUDOLPH. J.ANDERSON,
ASSOCIATE GENERAL COUNSEL!DIRECTOROl'
. 0l'dlERCK & CO., INC. .

AT!'ACIFIC INDUSTIUl\.L PROpERTY. ASSOCI.ATION
MEETING IN KOB);:, Jl\.Pl'\N,· NOYEMBEIJ. 3,1982

At our' lTleeting in..New. York'lastfall,. w.e,·dis.cuss.ed..•the.
then cur ren.t. status' of the Unit.ed States Leqi s Lac ive pr",ci"Ss ..·
with r e spec.trco-.the Y.PatentTermRestoration Actof.,1982 "" ...At
thi" time' of. ouromeet.d nq., I.·hadri"ported to you.thatthi".• Pllitec'l
State's Si"nate had enacted this important legislation
substan'tially: in the form in' which it.had beenintroduci".d.·
Senato" Mat'thias..Acopy' of the Ma.tthi.as bilLhad.bi"en
distributed' at. our meeting; .

1 then reported :thatilTlpO.rtanthearingsby.. the.Sub•.., t :

Committee on Courts, Civil Liberties and the Administratipn:<p-f".-;
Justice of the Judiciary Committee of the'House of Representa
tives\":we"'re:-, ,thenoccur-ring,~: - 'Thes,e--:Bubcomm:ittee: .hear'::ings;,,:·,:, which
we reicha ired, :b~{>Cong,r,essrnanv-Kast.e.nme.Le r .:'the::s:ponsor: .o f -trhe
legislation in the House of Representatives, were most
thorough. As 1 indicated then, testimony favoring the
legislation' h'ad.been proVidedtO'the ·Committee.by
r epr e aen t.a t i.ve s',:of:indust, ri-a-l .or.qanizat i6ns:,<:i ndi, v-id-ual
companies and universities. w.Li,tte'n",'submiss-ionsi:.~in:::s1.lpp.ort of
the' legislation had been made to the Subcommittee by the
Ame'-r:tc.:rn> :pa'terft :'Law'Association.vand :thePatent !'Trade!'1a.rk' and
Copyright Law Sec.tion·o.fthe American Ba r As.sociation • In
hei:rr,io-gs'; ..which:.occl.lrreO 'subsequent,:,',to' our, meeting:"
representatives of the Food.and Drug. Admiliistrationi the
Env i ronmental Protection Agency and the:Uni ted States Paten t and
Tr adema r.k.Off iC.etestified,in.. favor of. the leg Lslat.ion,

Waxman Cal iif:o,rn'ia:':'and'Go'-r:e "o f. ,':Te nne ssee ~

held oversight hearings on the legislation in his capac
Chairman of' the Subcommittee on Investigations and O~'~,·sioht

the House Committee on Science and Technology which hear
were designed to create a negative atmosphere in the House of
Representatives with respect to·the legislation.
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In our legislative process in the House of
Representati ves ; ,a'ft'e'.r'h~a:rings are compLe t edvori a': particular
bi 11, the stibcbhilni't fee:rileet.'s' ':111 whii't. isc'allea a' "m'a. 'r k'- li p
session" to C,oTlsfcjer._ t~~ :l,~gisl~lion:'::i~-:-,t~.'e':lig~t, of the
hearings and to ,amend thedrigin~l1yi intr()9uced legislation in
.manne r s the Subcommittee deems appropriate. In'thismark-up
session significant changes in the text of the Patent Term
Restoration Act of 1982 were made. I mentioned in my
presentation to you last year two relatively technical changes
that we anticipated would occur and, in fact, did OCcur. The
portion' of the legislation that' would have expanded the scope
beyond chemicals subject to the Federal Insecticide, Fungicide',
and Rbdenti,:, ide Act ( "FIFRA") 1947'and the'Toxic Substances
Control Act 1976 and to products subject to the Food a ndiDr.uq
laws was elirninat'ed::.: 'Prbvision'·'was made .in the' legisla.t'ioh for:' .
the exterisionofpaterits claiming 'processes for' making products'
subject to premarketing regulatory review. When including such,
process patents the Subcommittee added to' the 'legislation' the
principle that only one patent relating to any particular
product 'for which regulatory approval was secured may be
extehded~ '

Several other: significant amendments were offered, by
Congressman Kastenmeier and accepted. by the Subcommittee. _,They
were:

(1) The extensionoL the patent would: be granted to the
sponsor of the drug through the regulatory agency
rather 'than to the patentee.

(2) The period of extension would be measured by.a formula
whi.cbwouLd provide year. to year extension for: the
per iodofregulatory review occurring prior to: 10 years
after the original patent filing date anywhers in the
wor Ldvand a'6:mohth,exte-nsion .fo rievery year of
regulatory r.eview period subsequent:to that t.i rne, The
amendment also established that the total patent term
a fterextensionmay not exceed 27: year s from the filing
ofthef irstpatent. application anywhere in the .world.

(3) 'The 'measurement of, the regulatory review period tor
pharmaceuticals would date .fromthefirst uS.eofthe
product in man rather than the filing with the
reguI'atoryagencyof 'apet:it'ionfor- .p'e.rrnission< to use
the ,'product: .Ln ·man.-

(4) The bill'was made applicable only to patents which we.r.e
granted subsequent to "the.dateof .enactment of the
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Patent Term Restoration Act of 1982· which results' in
the bill' bei~g applicable only to patents whichwiH
expire,in'the year 2000 or later;

These amendments in total severely limited the benefits"
of the leg islation to those inrrova.t.o r.s for whom the leg islation
was designed as an inducement: to o:inv'estment Ln. .i.nnovati.on•.

The first and·the'third amendments arethe,leas.t
innocuous but have the difficulty. of diminishing the term of
extension and complicated theadministr.ation of. the Law•. For.
example, itis apparent that with such provisions a patentee .in
licensing his' patent will be obliged to •. extract commitments f r om.«
the licensee.to seek extension of • the .Li.censed product and,'
require'diligence in insuring early use of· the .product Lrrrmanv-r:

The second a~~ndment, While, designed to insure early
developmental activities of ,a patented invention to maximize the
extension per iod,does>severely cut back on the period of'
extension which will be ava'i-LabLe fora pharmaceutical product.
Review of products currently under development in, any individual
firm wi llind iea t e that completion of the deve.Lopment; activity
and regulatory approvaLw.ill·of.ten'occur more than. 10 years
subsequent to the initial filing date of the concerned patent.

By far the most'. damaging amendment to thepr inciples .on
which 'the legislation is founded. istheamendment.whichciimi ts
the application of the law to patents granted aubsequenti rto-rdt.s
en~ctIn_ent._Ireferredin rnyearlier presentation to the. issue
of. the applicabHi tyof the legislation to products currently
und,er-' deve,lo~n1ent,'~or'w~ich investmentde'cisionsremain-- ,to" be
made. Quite apart from the issue of the equity of providing
pa tent excens.I on-: f,o,r,;;'-Guchprbducts, <mere'ly becallsp.:they,have.: so
grievously suffered from Lo's s of pa.tent Itfe, the loss' of patent
term'restora.tionfor·produdtsentering'development'orinearly
stages thereof, •inevitably :mustadverselyaffectdecisions on
the investmehtof' 'deve:1opmentfund's 'when "an -inadequacycof •return.
will bedemonstratedbydefictent patent life.

After the SUbcommittee's .action,.thelegislation was
reported: by the 'Subcommi tteeto' •.the fuLL Judiciary.CommHteeof
the House of Representatives ,fortheh. acceptance. In
mid-summer the full Judiciary Comm i t t e e .met to consider ,the
as by the Kastenmeier SUbcommHtee. In
their additionaLamendments,to

pharmaceutical
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Congressmen Shaw' of ',Florida and Frank of Massachusetts ,with an
allegation'that they f-avor-ed the principle of patent term
restoration to induce innovation investment "but-cthe~ bill went
too far". They proposed to cut the period of extension for drug
patents to the period, measured by thefiling,ofa complete New
Drug Application (NDA) 'and' Lt.s approval' by'the Food and, Drug
Administration. The- r e sul t. of such" an amendment- would, as' is
apparent to anyone in the pharmaceutical industry, completely
destroy the purpose of the bill by providing so little period of
e x t en s'ionra's to; 'be ,meaningless: .s ovf'a rias investment decisions
are concerned. From its early drafting, the legislation has
tried to develop a reasonable relationship between the period of
patentextension:·-and,·the ac t ueL de.Lays-wh i ch have -become-the
deter rent; .tov i nnova t i cn , Th is',-amendment'whilepurportedly
supporting the principle' of the ,bill .Ls clearly de s i.qned to,
destroy its desired effect.

A second amendment offered, by Mr. Frank is non-germane
to patent, .Laq islation and was designed to, permit the copying of
the, -co.Lo r ,. shape: .andcs.i ze. cfan Lnnov.at.o r I s iphe rmaceu tLcaL
product 'by'subsequent, copies of the product , a matter currently
in litigation in the United States. Both amendments were
r ej ec t ed by vOte in the full Judiciary Committee.

The full 'Judiciary Committee favorably reported the
bill as amended by the Kastenmeier Subcommittee to ,the 'full
House of .Re p r.es e n t a t Lve s on AugustA, 1982 and recommended .i t s
enac.t.merrt ,

a
it may gr'ant a

debate of the bill. The
"cLo s edvr u Le " which 'pe r mi ts no
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"mod i f LedvcLoaedir.u Le" which wJll. permit l'nly.those amendment s
it specifies in its.granL The Rules.Committee.al$o,specif·il:s.
the amount of time which will be available for the floor debate
on t.he bill.•

Ther.e is a proceeding .which avoids thenecessit.yof. t.he
grant of a ruLe. by t.he Rules. Committee. Any Congressman
<usually a subcommdtt.ee or committee cha t rman) m"ybring a·,.·, .:
motion on,the fJoorofthe. House,that the.r.u,les of.the.Ho..use,of
Representatives be suspended. andapartiql>lar bill be enac,t.ed .• ,
Such a motion. to suspend the rules limits the ·perioCl,of C1ebatl:
on thelegislation"nd the legislation may not be. amended during
the debar.e, . Such. an amendment tosuspendreq\lires a.,two-.thirds
majority>of·thl'se Congressmen pr.aserrt and vo t Lnq , As YOtj::might
expect, this procedurei$normally reserved for
non-icon t r over.s i a L le,gislat:ion.

Now back t.o: ..t he.vchrono Loqy,

After the favorable report of the House JUdiciary
Committee ,Cl']1gresSmanl(astenmeier i nd i oated thathePl::lieved
the legislation to be non-controversial and announced his
intentionto,bring the. leg islation forward t.o the··Hl'USl:'Of
Representativ.es under a motion ,to suspend therule.s. The House'
ofRepresen-:tatiy~s;:hadscheduled a; summervrece'ss to COmmence
August 19 and Congressman Kastenmeier in mid ,August indi,catl:C1
that he did nl'tplanfor full floor action on the, bill prior to
the recess but 'would- .p r oposevact.Lon .when, .Conqres s. r.econvened
subsequenttl' our Labor DaY holiday in early September. On ,
f-:1onday ,.,-_Septemb~:,r ,'l),:;Gon.g:r,eSSJl\an.-Kasten~eJer:,,;·,rose on ,the,:,.f:~qqr:

oft.he .Hou s ei-of ,Reprl:sentativesand. offered, h is mot i on .to
suspend the rules and enact the Patent Tl:rmRestorationAc::t of
1982 as reported by the full Judiciary Committee. In floor
debate, Mr. Kastenmeier was "upported by anumbl:rofother
Coogressmenincluding Congressman,Rodino, ,Chairman .of the FUll
Judiqiaryco.mmittee. ptron9statements"f oppoait i.on to t.he
legislation weregivl:n ,by CongressmenWaxman,Gpre,;pp"wan.d.
Frank. , When.the, "timefor"deba,t~had:b"een:ccmpl!S;~ed; the,,-.yot,e,o,n
the motion to suspend the. ru l.e.s was postPonedto.themo,rning. .of
Septl:n\ber.,l5bas"d o.na]1l:arlier, agreement .of .th.e members of ,the
HOUSl:topost:ponedvotingon any issue untIL that date. (The
reason for the POStponement .was . the numbe r .ofprimaryelec:t.ipns
being held.thropghout the nat.Len on Tuesday, Septl:mber.14.) On
September.15thMr.Kastenmeier ',smotiontosuspendthe r uLes.. was
brought to a vote and. i,tfailedto qarrythe,]1l:cessary

..two,.thi;r.qs,.m"j9r,it;,y.sPY,.'!;n'l"t.l:.P.f,2.?P,'!.i'.i'irma.tiV"'i,.nd 13.~ ,.", .,.,; .'" , ,' ,."., , .., '.. ,' ,..,., .
~,~=.",~..n,e.gA"t.i~g,'"c",~"'-Q~~~~~t.c~",l'i,{lo§'"J)ol?tu~i,:9:!"ii;ip~rJ1'(~e':;£'j;ptl1e "): ,.:,. ~.. "
i p r opol)ent" ,o.f ... the. 1e9is l.a-£fci,r; ~ ,.•4jlil~Yl',d'~ri\'<fY···h¥ifecrr~r'ea'!tdliS···=·"'"·===·'" ~.=.-
: .,' ". -,' .,'" '.... ,',' ,'-.. -'-"',- -,'".' ',- ,-,' " ,.... "','. ,',
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such as supporting Congtessmenfog~bound in airplanes that
morning, the fact isthe<votewasldst by·S'votes.

Subsequent to the defeat of the motion to suspend', the'
Rules, Subcommittee Chairman Kastenrneier and JUdic~ary Gornrnittee
Ch~ii-manRoaino made a fori1\alrequest' to, thellouse Rules
Comm i tteeofthegrant of a normal ru,le for the, Pa.te,~t Term
Restoration 'Act of 1982.' ,The request was placed On the, agenda'
of the Hotlse Rules Comi1\ittee which was then faced with an
ad j ou r nmerrt; of' the HOUS? of, Representatives scheduled f or
October 10 '" The House Rules Committee scheduled a hearing On the
rule for the legislation on the morning of Thursday, September
30,1982. "The hearing proceeded with appearances before the
Rules- commit tee by 'CohgTes~man' Kas~enmei-e'r-and ,-other-,.suPPof-ters
of the bill and by Congressmen! Frank and Shaw testifying with
respect to their proposed amendments. The Rtiles Committee was
required to suspend their hearings on the bill at noon in order
to address other matters and did not return the' hearings on this
bill prior to the Congressional adjournment on October l.

That is the posidon we find ourselves intiiday.

Th,ecrystalballfor predicting the future of the
Patent Term Restoration Act of 1982 Is very murky. , Our Congress
will reconvene - reluctantly - on November 30 in what is called
a "laine'du:?kU

, sessIon., /I'hes'e~ssibnha,s'be-e"ri"c~Iled bY'.'the
President and the leadership of the Senate and the House of
Repres'entatives forthespec'if ic purpose of enacting
appropriation legislation that is necessary to keep the
admi n i st r a tive offices of the Federal government operating.
During such a session other legislation pending in the Congress
may be considered by either body.

Efforts 'c on t Lnue looking towards the grant by the House
Rules Committee ofa rule permitting debate of the Patent Term
Restoration Act by the House during the lame duck session., ' If,
the House enacts the legislation, there will be a requirement
th~t members of the Senate and members 'of the House of
Rep r e s:enta"tives: 'meetfri' ,,-a'U'Contere,nce'ComrnitteE('~:t() r econcLl e

the differences between the legislation as enacted b:i the Senate
and that enacted by the House. After the Conference Committee,
reconciles the bills and agr?es on a single text, that specific
text must be enacted by both the Senate and the House ina
procedure which permits the legislation to be raised for floor
vote wi thoutRulesCommittee~ction.The murkiness of the

. ., c.r.y s.t.a 1 ' balL,prev,ent~onefromforecastingwhet,h.,r.suchactions
will.pc::qu,r. ancf'ITlo~e-'r:,eali~',i"icaJly,whetll~r::sup,h,ac,tions,cCin
occur within the very narrow time frame of the projected three
week period of the 1I1arne duck" session.
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As we have ~p,d;9,'1:tt:~,d,.,,~rk:e~lr,,~_,i:e~,-,.p.r_'?!i?entations,if the
current Congress ad j ou.r ns, w,~tl1qllt,el1"y::~mel1t:,by both Houses of
the Patent Term Restoration Act of 19'82, the legislation must be
reintroduced into the next Congress. Then the proceedings in
both the Senate and House 0tJ:l~pres,ent:ativesmust start allover
again with hear ings, SUbcornrni:t:t~e-,a,cJ:.Je>n, full committee action,
Senate and House floor action and Presidential assent.

We had, ofJcouxse, hoped to be able to present to you
in today's paper" 'report of the enactment 'of the Patent Term
Restoration Act of ,1982 and its significance to innovative
industry. I hope ""e'"may be able to do that as Chapter IV on
this subject at the,nex,t meting of this group in the fall of
1983. Whether the 'presentation will be on the Patent Term
Restoration Act,oC1982, Or 1983 remains to be seen.
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,
part its operating strategy, and takes necessary measures
to encourage its employees to make inventions, and secure the
patent protection thereof. This is the. second reason. The
comrnoncharacter of Japanese is the third reason which should not
be overlooked, as it gives the individual Japanese an incentive
to propose inventions.

Over 400,000 patent applications (including utility· model
applications) were filed in Japan in 1981. It was a number
which was about 1.5 times larger than ten years before, while
the number of the patent applications filed in any other major
country remained on the same level, or even showed a tendency
to decrease during the same period.

The change in the number of patent applications in Japan
is closely correlated to that in the amount of its GNP. TIle
number of patent applications is regarded as One of the indexes
reflecting the industrial activities in Japan, particularly the
activities of private enterprises.

This report discusses the reasons for the filing of such
a large number of patent applications in Japan from three angles,
i.e., (1) the patent system, (2) the policy of the individual
enterprises, and (3) the national background.

The first reason resides in the incentive given to inventors
by the patent system which is intended for promoting technological
innovation and thereby contributing to the development of indus
try. In order to win its competition with other enterprises,
each enterprise attaches great importance to the patent system
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to make a brief review of the environment of business in

Since the Meiji era, Sa'pan'ha's'always been aiming
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3-1 Measures Taken by the Patent Office for the
Rationalization of Requests for Examination

:oj: Appli cation s

3-2 Movement for Revision of the Patent Law
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at catching up with advanced countries.

3~ Movements Resulting from the Increase of
Applications

showed a tendency to decrease during the period of 1972 to

any other major country remained on the same level, or even

tions with an increase of 3~'8%.

1981.

1. Introduction

a continuously increasing tendency foi:b6th,the<::patent:>-and

Extracts from the Patent Law

4. Conclusion

Japan.

ten'years before l while the Dufuber'of't.he applications in

According to the Japanese Patent Office Annual

Report, over 400,000 patentandutilityrnodel applTC:at~ons

were filed in Japan in 1981,

Referen,ces

filed 216,208 patent applications .with an increase of 14.1%

over the previous year, and 198,979 Jtility:'tnddelappl:i'ca-

utility model applications.

The number of the patent and utility modelapplica

tions filed in Japan in 1981 was about 1.5 times larger than
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of domestic industry ininterf;lattona~,.coml?e"t:}..~iv~po~e,r,

and the acquisition of forei\jn ,!,c:mey for thei,!,p""t"ti9n,

of the resourc;,s required by the growth 0,£ ,econ9my c,,!,

be said to have been a national duty in order to enable

people to become economically ~nd~~~nd~nt an~ achieve a

high standard of living in a country having a popul~tion

of OVer 110,000,000 in an area'of only 380,000 krn 2 "Th ,,"

technological innovation achieved' by' the'int.rodudtior{bf

technology from' advanoe d' Wes'tern- countj~i-e"s-~': was' 'p'artiC'ularly

beneficial- t:o' us Ja:p'arie'se:',ih:-o-rderb:>;: -:re'aITze':tii"e:,:gibwt:tl

of e conomy after' 'the<SE!cbridWorld' War, One of' the'iiripor'-'

tant fa'ctorswhich 'f~cintated'theintrbductionof'te'chnol-'

ogy , arid' promoted'the technoTogicaFinnbvation. r'esided ill'"

the existence. of ' the 'pateht systemwhicn 'had ,already 'beeh

a firmly established" system' as <it was::startedin 188'5. The

introduct16ri,'::6f;:'-techn61bgy' e'riha:n':eed':-iinvestme'nt 'on p Larrt,

and equiprnentwitha"resultant:-in'crease' in the competit.ion'-

;Every- :ent-erprise'::be'carrie

more aware' of the fadtthat.its fate would ,depend 'on the

develbpmemt of technology;' a'hd·was·urgedto'cultivatea

market"for'it sproducts more .aggressivE!ly,:resUlting: in·

furtnerprbmotion of ihdustrialdevelopment.in· J,apan,;" Under.

the se circumstancesl~each' erite,rpri se;:::: recognized,~ ,the" fimpor7'"

tance of- patent, management I and -exparided:- i'ts o-rganization

fo-r ediicati6!i"and 'trainingbn'.-:,patents, in addi:tionto mak-.

as a whOle.

We would now like to discuss the: "re'asons 'which "have

served as an incentive to inventions and the filing of a

- 3 -
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Article 1 of the Japa!lE!sE!Patent,Law. reads:,

It<maybe correct to conc'l.udevfr cm F.IGURELtha,tt.r i.es-,

of:the:applications were closelyrelatE!d to thE! growthofS

tions and thE!reby contril::>utE! to the,dE!yelopment of .Lndus-.

try This indicat,e,sthat Japan:. has:adpptE!dthJ'!.patent

system asa partofhE!r::indus:trial. p"liGY, '.FIGURE1,gra:,::

phiQallysho.ws the changes in the,numbe,r,s .o f patent and

utility model applications in Japan, an.dher GNPYAlthough.

it may not be fully correct to conclude thatthe:numbers

of the applications and the growth of -eccnomyshad. a: defi-:

- 4 -

achieved'satisfactorily.

tribute to the development of industry, has so far:;>F!,eJ;'l

grew,. remarkably and: caught up with. that of advanc,ec'l courr-

e conomyuduz.Lnq- ..:,the ", peri.od.. in"'tfhich t.he. ecoIlpm.y.",gf;Je;tpi:ilJ.

nite correl.ation'.:to each. othex,-c:dt a,ppeal:'s,:,th,a;t the numbers,

inventipns

large number of patent" and utitity model applications

in Japa':",' fi:om three angles, (1) the patent system, (2)

the policy of the individual enterprises, and (3) the

national background:

2. Reasons for a Large Number of Patent Applications
in ,Japa,n:

2-1 Reasons Relating to the Patent System

(1) Existence of the,Patent System
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FIG. 1 of Patent and Uti,lity. Model App,lication: .~nd GNP
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~PateJ1,t,Applns .
_____ Utility Model ~plns.

",.@P,,'

65 70 "75 79'
Year

'-,c'-Th'~: .:f1fP:cfu.~:~:~ pcit~nt ""ia';§ -:fi-a:~;~" 'hbw~;J~r ;'--'b~~ri'revised

a number of times in order to enable theiiiit"rit'§yhem to

funy ftihttidnfoith" d.E!v"idPm"iii iiiid'ihi"ffi"iidnaiiza-

tio;' of industry.

-----~lH945_w.i-U-I:>e-swiUri;.:riz..ili~mi:.-,'-''-----'-'--------------+------+-<
Law'6ii959:

The rem.."kable teohnological progressaha"econorni

cal development after the war rendered the e"istfngl'aw'bf

1921otiiofdate, 'and ""iled foran'overan; r"vfiior; there-

of ; Itw'a.siri; tho'sedays'that 'Japan'entered 'up6nthe

period' of'f'a§t'gro\.it:h' of" h"recon.6iriy'.

paper):

- 5 -
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(ll Introduction of a new paragraph providing

that the disclosure of a publication distri

buted in a foreign coUntry anti",ipates an

invention (Article 29, Section 1, Paragraph 3);

(2) Addition of"ari",wprovision coripe>;ning the
':~" " ,

inventive step or unobvj.ousnaas of",an, LnverrtLon

(Article 29, Section 2);"

(3) RevIsiOn'in the prova.sLons concf?,rning .an .em-

ployee's invention (Art;",le 35);

(4) Introduction of a system enabling thefil'ing

of a combined application (proviso to Article

38), i.e., a single appl~cation covering a pl~

rality of inventions having a cert~in close rela-

tionship to each other, as an exceptional proce-

dllI:'e"to.the pr,in9~ple o,flqne inveJ?tiqn in.one

ap~licCit,~9n';,

(5)~",ptr~9t~on to the t<=~of apat<=nt so that

it may not .exceed 20y""rpfrom the d"te of filing

of the application (Article 67); and

(6) Addition of new provisions concerning ~n+ringe-

rnent.

Rev.isions of 1970:

A+though th",y were ,paFtial revisions of the law ,of

1959, they w"re imPQrtant revisions "lteF:ing the past patent

system basically.

confronted ,with the necessitY of comp"tingdire",tly with

leading foreign companies as a result of the liberaliz"LiPr

- 6 -



of ca;pitalim;port,.and •for. other. ;r",asons, and the. diffi-

cuLtyin ,ill.troducing"e" techn,o:l.og:y. .As .tihey had already

accumulat",.C;,a,lo.t.qf t",chnO:l.9gy,; ;!19w",ve;r,,: ,the .Japanese

companies were able to engage actively in the developm",nt

of their. 0"" .,teCIln9:l.ogy. . JlO;,a consequence ,...th",:numper

of the p"t",,,t "ppligations in Jap"n .sh9wedan increa.se ·oij

about,J.OO~during"1;en,y",,,rsijrolll:L~6 0 t9 H 70,: 'I'hio;,

however, bro1,lght"bo1,lt a.·c;",laY..Ln ,the eX<iIllinatio,,:of the) .

appli"ations.:at:,the :Patent.gffic!'. 'I'hisA",laynotonly

caused ..inc9nvenience,;t9.' th", .a PP:Lic"nts.,' b1,l t .."Is". brought

about cverLappf.nq r!'se"rch and investlll",nt·.,by. tIlird,parties,

and 1:Ile;r",ijore, ove;rlapping applic,,1;ions:whicll a.d.ded to the

number of outs,tandillg"appli"atiolls, in tile li'.atellt.Office.

Legal,- rnei3.~ures':.weze. t-~~en;to,:,elirninat.e,>1:.p9;',e",-pr9pleIfis.

The- 'principa-J.-: revd.s Lons '~e'pa< as ,::f911,.oW,g·, (see the

end of this, paper for the rel",vant provil5ions):

of v •a syste.m for the early disclo-

sureorlayillg open of applications to the pub

lic (Article ,65bi.s hI,

(2) •Introduc.tionoJ<asyst",m for therequ"st for

examillation (Arti"leA~.,;bi s) ;..

(3) Enlarged scope of prior applic"ti9"s (A;rtic:i.e

29bis);and

(4) Introduction of a system for.th" re",xaI\li"ation

of an amended,::"appl~9at:i.9n :p~ior:.-t() tF:i.(;i~ p~PC~~?-

appli:catibn-, -anyam,en_dInent fpr,

or :drawingshas;been filed within, 30,.C;ays ·from

- 7 -
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theciate·ofa demand for trial'itheapplicafion

'-i S ''--reconside;red -by '-:the(':':Examirie'r in: "tJie'E'x-a.mir{a';';'

tion'Department ptior t6 trial proceedings.

Revision's of 1975:

'The law was partially revised aga'in Tn 1975'to

adapt itself to the internationalization of the patent

system, particularly in "iew of the -par.tiC:d':patioii>of~\Japan-

in PCT'. - The-principa.l revisions'were asf6116ws':

(1) Introduction of a system for the patenting of

t.Lorrs relating to '(a) food, drink or table

tuxurie"s~ (b) medd.cd.nesvo.r a 'process fbr mixing

theni' and (c) chemical' sUbstances; and

(2) Introdu.ction of the multiple claiming system

(proviso to Article '36, SectionS); The multiple

claiming system: in::Japan satisf,ies"Rules,' 13,~ 1"to"',·
or subclairns

13,4 for PCT, as'it "allows "a'subclaimtto depend

'from one or more-of :claims oonf'o'rmdnq to the pro-

viso to Article 38 of the 'Patent Law, without

devi'a'ting' from the concept '·orprinc.i:ple :relative

to the unity of···:'iilvention'.

Revisions of 1978:

The law was partially revised in 1978 in accordance

with the ratification of PCT,

(2) Utilization ofthe Utility Model Law

protected by 'two laws, th,,;patent Law and the Utility Model

162

Law. The' 'two ;laws::arever~i, closely.:tel.ated,to each other,

- 8 -



and systematical.1y highly analggous t~ each other. The

UtilitYMode:J.La.~protects the creations of technical

ideas relating to the shape or construction of an article

or a co~binatign th~reof, and does not apply to any method

or process. The creations do not need to be of any highly

advanced level. Accordingly, the Utility Model Law is

widely utilized for protecting improvements in the articles

with which we are familiar. For example, 15.2% of the

utility model applications filed in 1980 were concerned

with daily commodities, while only 6.4% of the patent appli-

cations were.

Both big and small enterprises utilize the utility

model registration system, partly because of the lower cost

of filing. The official filing fee for a utility model

application is at present ¥4,700, or $19.60 if $1.00 is

equal to ¥240. There had been more utility model' applica-

tions than patent applications until recently (see FIGURE

L} •

of the salaried, wOr~ers work for such small and medium-sized

util~ty mode~applications increa$e. In Japan, 99 ..4~ of the

The amount of, "hipment lo¥ small an" mediujll-

",si,z,ed !"anufac:turerp oc::cupies ?3 2% ot the total shipment

- 9 -



medium-sized companies playa major role in the Japanese

economy, and the utility model registration system which

those companies can easily utilize is a very useful system •. ,. ,

Wit~ an elevation in the internationa~ comp~titive po~er

of the Japane~e indust~YI however, there is an opinion

to the effect that the utility Model Law gives an unrea

sonable stimulus to petty inventions notwithstanding the

international competition, and provides them with undue

protection! resulting in an obstacle to industrial devel~p

roent rather than an incentive thereto._

Narrow Interpretation of an Invention as to Unity

According to the multiple claiming system in the

u.S. or West German Patent Act, EPC or PCT, the concept on

the unity of invention, i.e., the scope of an invention,

is in a9reement with. the concept on the unity of applica

tion, i.e., the scope of invention which can be covered by

a single application. In Japan, however, inventions of

When patent pro-

said'that the Japanese Pat'ent" Law 'adopts 'ariarrower 'iriter...;;

It can beof thePat.ent. Law (see the end of this paper).

different categories are, in principle, considered as sepa

rate inventions, as stipulated bysecti~n 3 of Article 2

tection is 'de~rre~ fi;~ ~parfi'6uiaf techri61ogi8~i 'coi1c~pt,

ther'~f:C;~~~, it is sometimes the'case t6100k it uponvas corr

stitutI~'~ a pl\l~~aiiEy o{'inveritions';andfile;'separaEeappli-

to the principle of 'one invention in one application',

however, the so-called combined application system enables

- 10 -
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a plurality of inventions havin~ a specific close rela

tionship to each other to be incorporated into a sin~~e

application (proviso to Article 38). Moreover, Article

36 of the Patent Law has in Section 5 thereof a proviso

reading: "provided, however, that the claim or claims

may further contain a statement of a specific mode or

modes in which the invention shall be carried Dutil so that

the patent' Law miiyconfoi:ni,to ,the Rules of'PCT concerning

If one of the Lnverrt'Lons.:

:- '-',".:c:,-'

A collibined application

The, cornbinedapplicat·ion system is

hfisai1'Y;'rE:;!~s.o_n-f'6r:-,re:reC't'ion:~.:-tfieappI.:l.c'at::Lcm" is I as a

whOle, raj'ected, even'::if no! ;re'ason fd£·<ie5ection is found

not compulsory, but is optional.

h~S the advantage that its filing, examination and issue'

fees are lower than those for an ordinary appli·cation. It,

multipleclaiming r

d:h any other-inveri1i,ion.' Any patent' issuing from a collibined

,therefrom, the applications filed frOm abroad showed a .con-:

apl'licati~n canbitraIlsfer~iJ (lnly iriiti entirety_These

cs'!'plicat1oIls oft~~ r,esultin ~he fil.i":96f a pluralj,tyof

a.l?PIica~·i(:m,£1_',even'-:-in:·C~se '.R':combined-; S:l?l?l~icatibn,-is po 5 sible,'.

Table 1 ,shows changes in th:t) l?roportiS": of collibined appli

catiOns "Hied filJapallbasedOnt.hedata appearing in the

As is not.ed

, but the proportion of' theabout

applicat.ions

relevant Annual Reports of the patent'Office.

applications 'by the 'domestic' applicants remained substan

tially on the same level from 1977 to 1980, and showed even

- 11 -
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an increase in i98r:b~t the proportion dropped to 10.4%

in 198'1, since 'th~'tc;t<l.l number of applications increased

greatly.

Table L ;PrqportiolJ.of CombilJed\PatelJtAppli~atiolJ~

Year 1977 1978 1979 1980 1981

Total number of (100.0) (103.2) . (105.1) (109.4) (114.3)

applications 161,006 166,092 174,569 191,020 218,261

(100.0) (104.1) (106.4) (110.0) (115.6)
By: ::r:',,~si'd~I1t~ 135,991 141,517 150.623 165,730 191;645

(99;1) C98.2) (97.4) (H)S,6) (IDS; 2)

25,015, 23,946 '.,25,290 -2~,616

J:ilumbe.r,of ( 95.9)' ( 9Q.2) (101.7) (109;.5)
combined 27,706 27,605 30,241
appj.Lcat.Lons :

By':fesid~nti' .
( 94.4) (101. 5) (111. 0)

17,599 17,612 17,876 19,i138

( 96.1) (102.0) (106.9)
By.,noR~r,esid,ents,,",

9',537 10,403

~ Total 15.6 14.5 13.9...
",;;,r'

"0 By.... 11.7 10.8 10.4..... residents
0

""0
~r,Jlcm::-,...

"" "±-esi."derit's" ; 40'04 40A 39'.8 38.5 39.1

(AS companedw.i.thrthe precedi.ngvyear)

- 12 -
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(4) Difficulty in the JlidgmenFdf Inventive Step

TlIejUdgmentcif inventfve>stepof iurtol:>"iousn~~,;

of a particlilar invention'is'said.·to 'be',," Juaijri{ertt

thepdssibility of conCluding tllafH isnotea.sily"cirt,:,

templated;' ior obvious from any'p:ri.df invention' wllen they

are', compared wi.th' eacll other' comprehensively. 'Under" the

Patenf'Lawi"an'irtventi.on "an' usually 'be .dfsci:isse(i' ii{thfee"" -,

aspe.ct.s ,:',,-i,;:e",d "bbj'e'Ct~:""bonstit\H:i6Ii aner ef'f'ect-f-\thei~f:8r:e;'~::--;"

its inventivestep(o? unobviousnessis usually 'determined .

by consideration on the> foreseeability of ,C'thb,;;' aspect",

from" th~L:pr:idi:'::- ;'art ~,. ':In"ipractiCe'j:h6~ever I the crlt~r16r{':-

is indHinitFwith.a resultant issuance of" pad"nt' from

This 'br"ings

about difficulty in theevaltiation of an i.nveiit.ionbY'a

personcwho isit.hink.ing 'ofcapplying fof'apatent/arid he

goes 'ahead'tofilean'appi.i."atiOn' 'for) pateht'oiia''P:r'Oposed'

inverit-io'n::wl.thou·t:'ev:a'fri:at±rig::ft. .in;' :-ahy' strTdtJ'serii;'e.

FIGURE 2·2)ccomparesthe nuillber ofiriveritionspro~

po sedirt "Japan""e erif.e:rprises and the'nuniber'of'their patent

applicat.ion s .'It )indicatesthat

patentapPlic":l:'ions"are"fi:Led On'

almostiallofthe inventions and

ideasp:roposed in the' ent..rprises;

It apPears,'the'refore; that a,'

- 13 -
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securing a patent, simply beca'tlseits inventive step is

difficult to detemine. Moreover, there may be not a

few comp~ies whose staff members in charge of patent work

are afraid of a;"pr()b;l~m arising f z om their conclusion that

the invention Lacks tl]J?bvi()usne~l3~. ~I1d: i.s'l1()t wort:hyo.f~

any "pplic,,:tion f()r .a patent. This ,tendency has, .however.,. '.' ., .. " ...:-';, ' - .;,.. ,........ . ..

come, to be coE",ected,l;;':ttle!:?y li,t:tle,' recently, appal:"ently:

because" tl.\~,,;.ente:SI?~~pe~c:,.l}a,!~.c()me:::t9 revitaW,c:ar~~Ully t.he

t.echn Lc a L. report .·wh~cl1 rhe.,Inven:tiOI1.Assq,.ci?ltiQD.·,?t.a.rted

to pUblisl;t i!l In6 in order ,:t()lay prq:tectiyeAnventions

open to, thepuplic. Tl;tereport.laid open 6,793applica-

tions, in; 1981_. An increl3.,s,ing number of companLes ...have

been s:tarting to review it year by.year.

(5) Si~ple Specifica:tion Accept"ble

Sec:tion4.of Article 36 of, the Patent Law reads:

"The detaile¢l descripj;ionpart of the specification shall

set forth .t.he. obje.c,t" consti.tu~tio:qa1.:,f~at:,uresand .effect

of the invention to the,ex:tentenablingit to bewprked

easily by anybody 'ofordinaryskill in the art to which

the invention pertains." @y.anCi ..all appLdcat.Lons fail-

ing tosat.isfythe:i:-equirement are rejec:te¢l (Article 49,

Paragraph 3) ,and any and all .pat.enti s isslling from any

.such- application are' invalidated (Article, 123, Paragraph,

3) • Rule 24 (Article 44 of Rules of Practice in Pate!lt

Note 13 specifywhatphould bes,et

appear :to ,be come

parable ·to those in foreigncountr,ies, axcLudd.nq tJi~Un-ited,

- 14 -



States. On the other hand,· the u.s. Patent Act calls

for a specification containing a complete and specific

example or examples of the invention. The specification

required in Japan is easier to prepar., than th", specifica-

tion required in the United States.

reveal>; that a specification prepared by a Japal1ese cont.ains

a smallerpllmber of pages than.a>;pecgication filed by

an American ~~ J~p~n.

The average numbac of pages was counted in the.50.

published specificati9ns prel'ared.,achby re>;identsan!i

non-:".,sid"nts(pers911sr.,si!i~l1ginthe Unit.,d Stf7tes), and

picked up at rando~ from among those pUblished in each of

the chemical, mechanical and electrical fields during the

period of Januf7ry to July, 1982,

in Table 2.

The.results are shown

Table ':2 . Gomparis'onofspecifications.' .fti.Led byu-es'Ldent.s
and non-residents in number of pages .. •

... .. .

~~'Inventor
Electrical Mechanical Chemical ..

. .. ........ . -c
Resident 2.42 2.46 5.76
.. .. .. . ••.• pages ... , .....

Non-cres Ident 5.76 .. 4.50 8.00 .... . ...

E'ven such a shorE stlebificatioh· is_'·'C'bnsidered-'by"

the Patent Office as satisfyirig the disClosurereq\1-ireIl\ents;

thisreason·that aria.pplicat.ion isbfteri filed in respect

of what is still nothing bllta.n idea' a's shoWn in FIGURE 2;

- 15 -
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sive.

(6 )E"rly Disclosure Causing an Increase of Protective
Applications

The early disclosure system is a system adopted

of appiidiltIons in thosecQuntries, the syst.em per 5e does

'" .•.. , .....
applications, since it lays open to the public a lot of

applicatioIiswhichare filed· even-in:' respe'ct. 'of' wha't is

- . .. . ,.

not always'~{ppear'to'sei-.J~:as an incentive to inventions.

In Japan, however I the system gives s t.Lrnu l.ustco protective

The laid-open

in view of the trend
,

by a lot of countries in Europe.

nothing but all idea r as pointed6utbefori;.

applications form a. sourCe of information which' gives sti

mulus to the promotion of activity:for the proposal of new

ideas,mdthereby the filing of more applications.

(7) Relatively Low Costs of Filing

In Japan, the official filing fee is at present

¥6, 300 or $25. 25 (if $1.00 is¥240l in the case Of a patent

applicat,ion, and ¥ 4,700 Dr $19.59 in the case of a utility

model application, while thebf,ficial filing fee in the

United St'ates 'was"$ 65'even"'hefore 'the recen-t revision-. It,

considerably largeamOuntpf money payabLe. to,an attorIl~y

however, costs about 328,50 o Dr, $1, 368.7Sin ,Japan to obtain

a patent and ma.i rrt.ad.n it in 'force until it :'expire~\·wl1.ile

the sum of only $175 was required in the United States until

Although it is in fact nec~~safyto consider arecently.

is still;pelievedthat the rel"tively low official filing

fee ip''I::rCl,pan ,::s~XVE2!f3 an i ll c,ent i y e :t o CiP:l;:dica;tiqns ~

- 16 -
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Z-Z' Reasons Relating to the Policy ,oJ: E:nt.,rprises

(1) Great Importance Attached to Patent Strategy

In Japan, the private enterpris~s play a major

role in her research and development aCt:iv£'l:y; i'inc.,t,hey

spend about 65~ of the total expenditure for ie~~ar~~;'nd

development activ~ty in Japan, and 'abbut 56% dfres~arC:h
people in Japan wp"k fprj:he pri~a.'l:ie~j:eiprise"~) Tl1rpugh

out the periqd .o f fast econol\lic,grbwth inth¢ 1960's, the,

managers of the enterprises were/aware that the development
,., ..... ,', -,' "....

of technology had a closebe;>ringon t;he suCCessfuLmanage_,
"" :0: C', _\

m~nt of bus~#ess,; and be~an to~ta~e ,up
'.-' ,", .- "

strategy e.s.. a part of the poiicy,of the enterprise. 'FIGURE'

3
4) shows a model of the, patent management' system ,which is

now employed by J'apanese enterprises.

As is Obvious fiom FIGURE ,the Japanese enter"
.. ,,- c

prises are engage:d in paten"l7' rncin,agem!=rii:.:in 916~e asspciatip-p

with res;_ea#c~ and development in ,?rd~r::-_ ~o ,ertcour~9_e,the,ir

-employ~e-s,£o':inventionsI expl<;&e' ;inveritiohs::: agg:q~$::$iy~~y

themselves with a fine

for the business

exclusive right on itsit

obstacle 'to~their own business activity.

n-etwork of protecffve--applicat:ions inorderf6:" pre'elude any

otherqoIt\pal1y from obtaining any patent that may'fo"man '

an'd i fife~ a~piications earli~r-:: :tha* :the:'ir·:C9~pe':~it.6F:'~,'-:L~ _",-a~

effortto~t~a{na high mahef: sh~re forthkir own products.

secure --f'reedom freID-c,infringing,the rights ,Of.p.t.her comparri.es ~

- 17 -
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"
FIG 3. Contribution of patents to management

for research and development.

....
cc

L

There selection
,

1." ASsistanc~ for'selection oJ a
theme for r~search and deve~opmen

As~ertain~ng needs and the, tren'
of _b,usinefs by reviewing patent
informat,i!:,n, and a basic survey
of .tceer and foreign patents.

2. Presentat~on of a proposed them
by Patent ~partment.

1. Participation in research by,
e:g .•att'ending to conferences;

2. cooper~tkon :with ~usiness
departme~ts: establish~ng a
patent', depar-tnent; ho Iding
i::onfererlces on patent strategy.
erc . '

II.
Development
pl8.nning

1. Working out development strateg:
• Analysis of patents,including

others' patents, fora review
of devel~pment,policx;

Patent strategy system;
Project survey;
Furnishing information on prior
art;

2. ApprovaL of patent applications
for important research and
development projects.

j. Assistance fotselection of an
input to technological _developmentl

4. Working cut; a strategy fo't
obtaining patents.

S. Decision:,'on _obtainirig a l~cense

from,',other"companies on patents .

'6. Promotion- of a :contract for
j edntr devejopraerrt ,

7. Measures against obstractive
patents .

3. Patent information ma:nagement.

4; Education and pUblishing.

S. Study of foreign patent systemsjand
antitrust' Jaws .:

111;"

Development activity

1. Furnishing informat,ion for
asisting efficient research and
development activity.

2. Watching

3. Encouragement on inventions.
* Promotion of creative develop~c

ment:
* Cultivation of good -Inventdcns ;

4. Actuali£ation of results "of
development.
* Patent and know-how management;

Patent protection for results
of.resea'rch and deve Iopaent; ,

s. Establishing a network of
patents • .'
* Obtaining basic patents;
e~clusive rights; a network of,
patents -nn appliedcolbmodities,;
and pate~ts for crosslicensing;

6. SUategyforobtaining foteign~

, patents., '.. ,'. . . .

:7. Ev'aluations ol inverJ.tion~: for ',.
conu:·ol, p'romot~on and ccxrect.ton
of development activity.

6. Appropriate compensation serving
as an iJ:1centive.

IV. Utilization of
results of, develop
ment"

I.Marketing policy for expanding
domestic market share •
( trademark' applns. and

management; )

,2. Licensing strategy for increas
ing profits from patents.

3.Crosslicensing with advanced
enterprises.

4.Watching other companies againSt
infringements .

S.Royalty and contract management.

6.Prolliotion~of use.

7.Approval 'of patent applications
for discolure of'results.

8.Award.

V. Development activit'y
in general



They must also earn royalties from their patents· to recover

the money invested on research and development activity •

They also need a19tof patents"sasupport for their.

business activity,:since;:the number of the patents which

a particular company ow~scis one of theJ~it~ria for It~'

technological power. Mor;eover ,theY;mus'~'-secuiepatents'

o t.her; pqmpanie-s whi.ch are :essential as a ,result of the

recen.t ,,!xpansionin the scale and complication of technolo

gical development activity.

Table 3 5) shows the percentage "f'·the patent/and

utility model applications of which examination was·'requested

prior to the expiration of the :statutory'term. :rhis table

indicates the eagerness of many of the apJ?licantst6()btain

patent protection. . TheJ;"eIlI"ining 30% .or ,,0 of the "ppli

cants either abandoned obtaiz,ing a patent, or were tb.eapplb

cants of the so-caned protec::tive applications filed without·

anyintent~o:"of obta.ining a paloent '., It is a con"iderably

Table 4-'shows the inventive popuLat.Lon jvet.c , as

Incidentally, the request for

from abroad.

applications as a whole.

classified by the scale of nuinber of the

application" h.an.dled annum by

due to the fact that a large

- 19
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...... .. ..... .' , .... '. . ;'.: c:,.... ' , .." . .
Number of Nwnber of

I·.····Number of Number of staff:member ,: paterrtiand.": I ...
emplo)"ees inventors in charge of utility model B/A

'.'
.. patent.s appj.ns • peI'!

(A) annum. (B)..... , . . . " .
300 . 36 1.5 12 0.32
'. .I....> .", ." -~ ..'.r· ..... '. .... I
500 60 2.3 22 n '<

"

..
3.0 >..

- .. -

I700 84 32 0.38
, "

-,

4.il ; '49 - :! ().411,000 ! 120

2,000 240 6.9 .. , 113 . 0.47

3,000 '.. 360 . 9.5 .. ': 185 0.51

....... > 5,000 .. " 600 ..... .14.2 . -. 340 ..,. 0.57 .'

....7,000 r. 840·: •> 18.5 '.' 510 .. 0.61

-r.r . 10,000 1,200 ....
... 24.6 783 p.65.. '

.20,000 . 2,400 42.5 1,799 . . . '. 0.75

50,000 6,000 87.6 5,401 0.90
.

. 70,000 8,400 • 114.3 8,087 0.96
,

25 %

24.64

22.01

10.29

10.05

sampling companies
418

5

0.72

FIG;' 4 Percentage of 'companies
h~~~~g:?p~fiji~~les
concerning empolyees'
inventions

10 15 20

year

'71-'75

'46- 150

151_ IS5

~--'-'--.........,
'56~'60

'61-'65

'76-'80

1941-'45

ica~

on
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Final; percentage 'of app
tions of which examinat
"~asrequested. '-

Tabi~,CC'4:~ Inv'~ritiv~,cpop~latf()n, etc. as classffied lJy'scai"~' 0'£
,;e:nte_rJ>~:is,e" (:<lvel'~.ge:.,), \b~se4,on .data ob;l:;a~:n~.li;:JI"om
'397 companies in Japan .

~ Patent Utility
model

filed .

1971 70.4 % 69.1 %

.•.•.•1972 70.5 69.1

1973 . 69.0 ' ·67.3

-- L':-

1975,
.~ "

67.1 .•..
I

1976 - 65.7
. ,

Table 3.
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patent department, a complete patent ma!1"geme!1t,systetrl"
_.'.0" ., ',"""-':.",:.:' '., ' ' ', ..",'-, "<.' :.,'.0' :.,,-..,; :,.::•.•

and a large inventive population co~P?se4 Q~, ~~s~a+9h

and development engineers h"ying a highly cultivated, .mdnd

for patents.

(2) Awa;rd Encouranging Employees to Inventions

The ~i:ipane~e P~;tE!Bt;L_aw,~()nt,ai~~::pro:vi15 i q,J.} s , which

are intended for achieving a balance of benefits between

an employ"er and an employee in conn,ection with the handl ... .:

ing of a!1, Lnvent.Lon made ~¥ an empLoyee , :,~ar;t:i,?,,':1~ar;~~ i,n

re",p~c,t of transfe}' from the inventor to the employer of

the right to obtain" patent, ""d the ;compensation payable

by the" ,employ!"r to the employee for any such transfer

(Article 35).

FIGURE

Lnverrti.on •.

1;:he

47)

elUplpyees , to" i!1ventions.

s,hpws,the time duri,ng."which various

established explicitr,:les, "n,!,be;g;"n to encour"getheir

employees toinventiotls dur~tlgthePeriodof fast, "grpwth

For "details on the "t:(pe and amount;

year's PIPA report etltitled "Actual Condition of Organiza

tion and. Function of. Pat-ent Divisi.on in Japan7'se: C::qInPi3.J:lJ~S;,"-!,

Among the remaining 26.8% of ,companies which do not

there are 4,0.52% of

tern. Accordingly, about 84% of companies provide some kind

- 21
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As is

There

It is worthy

composed of

5 8) shows theTable

A "typical "COUr'5e ' foi'suchtrain'..:;

by those companies to education on patents.

477 pri.n.cipalenterprises il1Japan.

held by theassociatibnduring the last five years.

ing is held by The Japan Pat",ntAssociatibn

an outsideorganizatidri.

search and utilizat~on'of information'onpatetits.

Department.

, •. '0 •

patents to, among others, engineers in, charge of technolog":

ical developinent bym:"il11y th", staff members of the Patent

(3) Training and Education on Patents

Although the patent department is now an important

department ofa company, itspreseri{ positi.oll has only

been achieved by the continuous efforts of the staff mem

bers and the edUcationbfpeople in the other departments

of the company with respecttci the iinportance of patel1ts.

There are a lot of 'e;nterprise~ which provide education on

are also a lot ofcompani.es furnish.ingthe staffmernbers

of theiil?aten.tdeparbllent with training on patent work by

the employees to inventions.

change's Iii the number'of":partic:i.pants in the training courses

obvious therefrom, the numb~~ of the'participants showed an

increase' year byye'ar, wh{ch'" :f.nd'icates'the-importance:'attached

of 'invent'ions I the drafting of a "'specifidation, and the

includin.gth", function of thepat",n.t system, the exploration

of compensation or other to the inventors to encourage

, 'ofspeda'F'notice that'""a'J:ot"ot"'peop'J:'etro'ebirl'bngitfg "to"th'if'"

patent department participated in Courses 'A (for beginners)

an.clB (Juni.orcoursel,'as shown in FIGURE 5 ~) This may ,



Tah1e 5. Changes in the number of participants in training course .
. . . · . . . . .. .. . .

I .1. I I I I I
19!1l

I
Course Contents 1977 1978 1979 1980 .......

A Basic' knowledge of I········ .••. I·

industrial nronertv . 657 79.7 938 1. 1014 1150

8 Basic know1~dge of practi~:e '430 403 432 360. 403 ....
· · .

management': -:, • I •.•. '255
( .

Patent. 212 195 '275 269 .c·~.~o..
0

UtHityMdde1 244 c' i32 0Patent & Laws 229 233 275 ;.. ' ........

Design Law · . 98 86 •.. 110 101 • 96
· • .

£
• • 0

107Trademark Law 113 130 109 132

~I;':{iJ· '. . .. ... . .......

·, Converit i.on .; 111 '161 140 152 IS;S.S,
'... o... 68,

C Foreign patents 200 225 248 249 •
E

: Internati.onal trade 68 52 64 59 77 ;(
i
,

.:, '.,

Civil Code 165 136 150 178 184
i,

Code of Civil Procedure 107 121 116 119 106

Specifications 253 207 306 338' 383

,
Informatfon:oh 'patehts · 146 "'209

. ..
181 232 208 ....

• ..
Total -. . 1,603 1,600 1,990 2,068 2,162

~<
Trial decisions in patent & 177 128 135 133 161

i ... utility model cases '.. .i...•.•••.•·.;•••.;;
: .c· i .. (/. -.

159
..cc· ·c

):~"fe~,7;: 1~ ~~gat,10Jl. 128 157 123 141 it ····i··
{ , , " ",'.. '-"",,' , . ., c<. .... Ee/eeE

i . . .......... Tl'ademark-.. Law 55 52 51 42' 48 {

, · ."
... . . - . .

........
Trial decisions, 35 .' 41 63 50 51 /,
in trademark :,."•

) D
Comparatnve patent law 76 73 - 118 -

..., . · ·····i .
Contracts . 165 165

." .:
184 192 168... -,-._'",,- .' I ' 'c·";",",,,

. { . _~~R~.t;&C;:tJ,QnB"~.-_k"P:,<:~~~~"~~ "~::_;;"'~ .
·····22·~

.

.... _~~g:r:~~,~~~_~_~_~ . .' .. T .. . .0'

• • . ., ......

i Total 931 868 811 890 792
, ....

".
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( Cont'd)
.... .. .. ' . ......

Course •••• • Contents ..... ". 1977 1978 lQ?9 1980 1981...-
.. Trial 'dec"is'ions in patent

-:

..
& utility model cases ....•... 76 81 82 .. 72 77

Court decisions '.'

27'. in civil 'cases "
15 18 18 I···. 16

. . . .

I:: ., Speci~icati.oD:s in English 101 72 .. 93. 107 65
E

. ...

TT;ademark pract.Lce ....... 14 ,19 C .. 16. .11
I'

10
"

Trial'and"court--de,cis ions' -_ 25 22 23 16 I 13
on f6reignpatents<

. .

..'
Total : 246 209 232 224

1

181
•. . .... .. .' ..... . . ~ -r-

'.

. . . Grand total
:

. 3,867 3',877 4,400 4,55.6 4,688

•

. . . ... .... ' . . .

FIG.S Depar-tment.s to which particip;,:p:~s in courseA
andB belong.

Laboratory
"General Affa:irs"l%

Deve opmerrtj..'
,'2 %

persons
in tbtalUJ..LLLl.JLU-U;W..LLLLlJ

1%
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be interpreted to indiciate tha intention of many enter~

prisasto:·flirni'sh their employeeswi'tha general knowledge

of industrial property, thotightheyare not engaged. in

patent work:

(4) Proposal System Serving as an Incentive to Inventions

siderable degree of success a proposal systemwhi'i::hericiotir'"

ages the employees to· form a QC circle al1d.Propose·· i'mprove

roentson jobs; whilethecompariy adopts constructive pro"-

posalsactively; Table 6 10) shows the 'recenti::hanges in

thenull\ber of the QC circles registered with the union of

Japanese Scientists and Engineers. It indicates-a.:'; sharp

increase year':after year,an:dc6ntirm's the preserice of

vigorous 'activif:~l'bfthose': circles.

Teble 7 10) shows the results of proposal activity.

Table 6. Number of QC
circles registered.

, ,.. ..

Year Number

1965 4,930 . !

I '.

1970 33,499

1973 57,599

1976 78,395
Ie.

. ., ...

1979 103,644

Table 7. Results of proposals.

.

Item Resul ts
."

Rate of %
par-t.i.cdpat.Lon " 54,2.< , ,.. , ,

Suggestions .. , . " .. , .
"

4per person , , . , .

Suggestion 60.7%
Utility rate .

. ¥852Award per suggestior
($3.55 ,$1~r2~0).,. .

Maximum per (300,000
suggestion award ($1,250,$1=¥240)

Economic effect l'l5,823
per suggestion ($66, $1=¥240)
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The proposal systems~rves.inthefirst:placeforcost

r educt.Lon , .in ,the second:,:p:l:ac,e .forelev~ting i:l1econsciolls

ness ofemploye,es for participatiol1,. .i.n management, and

in the third place for enabling the employees to cultivate

The third functiona mind for .researchand development.

of thesystern appears to be also effective for encouraging

th~,employ~el? to,prgposall:?on invent.ion,~. A lot of enter~

pr:ises motiyatetheir employees in the proposal activity

hyacti veJy tnki ng up i nventi ve proposnJs and nrr1ying for

that a lot o f lltility Il)odel.applicatio!,s originate froIl) the

proposa), activity.

FIGU.RE 6 7) shows. the results .ofia survey on the

patents or utility mode~registraHonsthereon. It appears

relationship between the ernpJ.pyee l s",inventiop.. :sY,st~m and

the.,proposal syscem. in Japa:rl~se, compand e s , As :mallY' as

90.37% of the companies employ some form of the proposal

system.

FIG. 6 Employees' inventions and prpposals.
( based on data collected from 571 companies )

0 20 40 60 %

65.15 % 372 companies

3.15 18

6.13 35-

15.94 91

9.28 S3

1. Companies having both the employeels 1
invent.ion'and proposal systems

2. Gompani~~.hav;ng the employee IS

invention system including the
proposal. system

3. Companies having the proposal system 1
including,the employee's invention
system 4
Companies having only the proposal
system
Compa~iesnot having any proposal 5
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2-3 Reasons Associated with the National Backgroundl l)

(1) Geographical Conditions

Japan, an . island country far away from the' center

of world economy andshoit of resources, was ina great

disadvantage for industrial development. Her severe"geo~

graphicalconditions-, however; 'created a national conaensus

that a technological innovation will make a reinforcement

of domestic illdustr~i'inihternationa~'-dorri:pe'tit.!vee p6we:t~'

The private enterprises were urged to erideavorfor drast.ic"

rationalization. There were born activitiesbysrnall

groups,iric:ludingtheQC circles and ZD movement, and the'

pr-opo's e.L system which have grom> into vigorous activity as

a result of the great importance attached to ideastOsatis~

fy the employees andc:reate in their mi.rid.s a highly elevated

consciousness of participation in mariaqemerrc, 'Japanese

people:-a::te>:- dilJ.geht'i and --goOd'a.t wO'rking in "acco.rdance with'

a particular' plan." This isachar<lcter cultivated by the

environmental condition's'Of 'the,:'ccniritry:

situated in a region having a 'typical monsoon; the people

have-for along time been forced to engage in agricultural

work in:accordanc:ewith a very t.ightschedl.lle. That is

why Japanese is a hard-working people respeCting order,' and

this character of Japanese peOple appears to be closely

related to the accurately programmed management of patent

applications in Japaneseenterpr:lses.

cOnsist. ofasingle race speaking a single language

- 27 -
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Meij i Restora,tit:>n, and th~.poliqy of ,'democra.tization ,'intro:-

duced after the Second World War g"v.ebirth to. a mobile

sociaA,~tructurein,Japano It is a social structure which

enables. everybody to. have an opportunity to acquire a social

position which deserves his efforts, Accordingly, young

people have been willing to receive a high level of educa

tion, and devotingthemselve", to their jobs aggressively,

The employee", .of Japanese companies are highly desire>usof

part~cipating in inside orouts~4e:e4~cati9nor-training

courses-on, patierrts, In Japa~, where communities;w~reformed

basedon,rice cultur~,~he p~op+e are inclined:to consider

themselves ,as members of _a group, rath~r t~an as,indiv~g~gls

independent of one anqther. This nature of Jap"nese pee>ple

is effectively utili.zed by Japanese enterprises in thefom

of the lifelong employment system. The employees work.for

their compeny we.ry ser~ous~'y,sin,cetheirsqci;al: po sd.cdon,

often depends decisively on the .fate of their company.

(3) Investment for Technological Development

for .the

In the beginning of 1955, there
plant

reI1ewal of @quipment" since the

was.a strongcdemand
plant

majprity.of{equipment

in Japanese enterp:t;"';'",eswas . still oLd equipm!3nj:which th!3Y.

had been using since the end of th!3 war. It. was~lso.. neces-:

sary to expand facilities to meet<the expansion of the mar-.

ket which was under'jJay asa res.ult of ..theprogress of Japan's

postwar rehabilitation. Moreover r Jgpa,n,\olCis behi,.Ild:oth~F'

ical deyelopmentduringandafterthe'jJar. .Therefore,

the product';'vityof the Japanese industry was, in those day""

28 -
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greatly lower than an international level.

Under these c i.z cums-cances, Japanese ". companies

elected to introducehigh~capacityequipment having a'

high level of, productivity, whilerelyirig also on the

importation of, technology. The new equipment wast":ih

most cases'; innovational, against the past process for manu-

suooeas Lve.r.compeed tion.arnongthe ente,rprises on- equipment

competition for technological development which in turn

promoted the acquisition of patents as one 'of the indexes

for'the' evaluation of thetechnolbgicalcapacity-of the

enterprise.

(4) Iridustrial Policy

The safety of investment and>the possibility of

acquisition of the funds define an important factor which

enables a particularlyenterprise't~'decidetoirivest money

without introducing new_ equipment~ This: gave. rise t.o . a

Thi s competition natural.ly brought about' a

They were unable to compete with other companiesfacture.

investment.

enterprises in aggres'siveinvestment on equipment was Lar-qeLy

attributable to the indUstrial policy of the Japanese Govern~

merrt. arid the original-financial mechanism 'in Japan.

Due to the shortage of foreign money in those days,

the GoverIlItlerit established';'aforeign currency allocation

system-which imposed astrict-r:estriction 'on ,the, 'foreign

on equipment. In "thi's "connect.Lon .. the suce.ess- 'of 'Japanese

a fa.bt6'f"of the indl.ls'tri'al policy which had a direct bearing:

on the'J::iboITI for Lnves tmerrt. on. equipment after 1945. In the

- 29 -
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1960's and thereafter, the economic program of the Govern

ment served as an incentive to investment. During the

period of fast growth of economy, the aggressive manage

ment of an enterprise had a high probability of success,

and the m~nagement boom caused: a lot of enterprises to

attaph great importance to a long-range management plan.

The ,,incentive long-range vision of the Government added to

the aggre'ssivenessof': the ind-ividual',enterprises.-'

The Ministry of International Trade and IndustrY'

published a guideline entit,led "Policy'Required for Inter..

national Trade and Industry in 'the 19,80.'s" in March 1980.

It expzessed ,thre'e obj e ct.s , as -foll'ows:

(1) Contributiono.f Japan on an international scale

as a "great economic power II ;

(2) Elimination of the restrictions to>which,Japan,

.which isa country: short,.of-]:';esource.s:/.."is subjected;

and

(:3) Coexistence of...lIvi t :a -l i t y u;,'a n d '!l a t i t u d e ll
•

The secon~ .obj e c t; was'"arnong, others ,:,an Lmpoz-t.ant;

element of thecpo.stwar economic policy in Japan. Technology

is ..greatly expected to contribute to .':attaining these,_,three

Objects, since it can produce the motivepow~r for:industrial

development, and also create:the,possibi;lity ofnew:culture.

In Japan, 'it is the private enterprises that prornotethe

realization 'of'the people J 8 expectations fortech;no:Lagy·,

LndLspeneabl,e for .such a. techno.logically':pri~nted courrtry ,'.

asvLs obvi ou.s from the forlagoing ·disc.ussion. Asa,.~ -. r:es:ult,-
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18.5

The governroent:taK.es ..various measures , '-including

In'

More:specif-ically,,: the measures con....,

The:subsidieswhich are presently available include,ti'c~ni .

protection thereof,

the -government and 'private organizations . take --the.. .measur.as

special depreciation for· the machinery.. and equipment· for

use' in· the industrialization of new technology.· ThefiIlan,

cial assistance includes .special financing by the nation.al'

technOlogypromotionfund.ofthe Japan Development !>ank,

increase:,:in the.'costsof experimentation, and",'resear.ch:; and;

nected>with taxation include the· .exemption of tax for an

paymerit; of a subsidy" for promoting research and development

activity,·industrialization.ofnewteC:hnology, and the patent

Tec:hno'log"ical Lnnovat.Lon is a-,'basic'-sburce Of

a subsidy for researchcanddevelopment.onimpo.rtant teC.hIlQ.l,

ogy (Ministry of International Trade and Industry), a sub-

tax reduction 'or exempt.Lon;'. f LnancLaL ::a.ssistance .and ,the

logical development to support technological innovation;

for the prombtion'an.d'assistance'-·of :'inventions·'and ·:,technb,,;;,;

ver s'at.ile"'and :dir'ec.ted "to --qualita:five, Lmp'rovemerre ;

that Japan has to establish herself as. a "technologically:'

Japan,- "above all f thereds<anationa.l consen'susvt.o the;'effe'ct

establishedcQuntry".: 'In accordance ,with-this' -conserisus ,

energy for an economic society ,a'lid: is' 'e'xpected to c6ntrib:':-:

ute greatly to satisfying the people' sneedswhich are

Japan has seen the unique tendency that the number of

patent applications increases substantially in harmony

with an increase in GNP.

(5) Measures for the Promotion and Assistance of 12)
Invent:ions-- ','a'nd-'Development



sidy for the experimental working of an invention (Agency

of Science and Technology), a subsidy for technological

improvement (Small and Medium Enterprises Agency) ",and a

subsidy for research employing scLence andt,echnology

(Ministry of Transporta:tion).

There: are also 'subsidies available from local

governmental,. Ciuthoriti!3$""f.o.r .exarnpLe ,'a. .aubaLdyv.avadLab.Le

from :the, Government pf Tokyo Metropolis ,fOr the promotion

Promotional' measures ",.sucha.s .Lnverrtii.on.: contests

and awarding systems ,for .inveni:.ions,:are:also a ct.Lve , They

include measures taken by "the Bmall and Medium Enterprises

Agency,' such as awarding ::for "distinct inventions;_aw~rding

for a person who hesvdon e.ia distinguished job in the field

of science and technology,:research, or:the promot.Lon vof

scient-ific:and technologic:a1 deve:i.opnl'ent,.: and: rewarding"o~

,a pezson who has ,greatly .corrt.z i.but.ed ,to' the promotion of

creations d.n his plac~:_of-::employment,_awarding,byThe-: Inven-

tion:Association for, inventions on ,botha-national,and>:'Cl.
Invention

local scale, invention' 'contests held: by TheLAssociation~and

NHK, and All--Japan Exhibition of Inventions by. Students and

pupils and All--Japan Exhibition of Inventions by Teachers

which aze . both held bY',The MainichiPress,

-'In'addition:,' The,.:AssoC'iation,.ofPatent ·~ttorneys

o'f·,these:measure's contribute ·"to the:active,cu:ltivation and

pr-omo't.Lon vo.f ·:scienti-fic':and,-inventive'-minds.

- 32 -

186



sound implementation of the patent and utility model systems,

therefore, the patent Office has ,been promoting th~ measures

33 -
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In order to ensure the

The Law of 1959 and the Revisions of 1970 as herein-

(I) Establishment of a system forcooper~ti~n

bet~een the gov~rnme~t and t~~ i~d~st~y;

The principal measures include:

containing bothyaluabl~ and valueless inv~9t~ons, add

(2) Preparation of full dat,a as classified by the

nation,a,lchangeswithout altering the existing legal system.

The international position of the Japanese industry and the

laid-open applications.

3-2 Movement for Revision of the Patent Lawl 4)

(4) Active utilization of technical reports for

field of ipdustry, and ensuring of a prior searchi

(3) Consolidation and improveme~t of the standards

for the ~~tio~alization of patent and utility model appli

cations and requests for examination thereof since,1976.

right on a tru~~ useful invention.

difficulty to information management, bring about a delay
speedy

in examination proceedings, and hinder theLgranting of a

3. MovementsResul~irigfromthe Increase OfApplica~ioris

3-1 Measures Taken by the Patent Office for'the Ra~ionali

zation of Requests for Examination of Appli9ations

The Patent Office has been considering, that a

large number of patent and utility model applications in

Japan give birth to a tremendous volume of patent documents

,befor,e e~plained can, be said to have been introduced for a
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ing results of research.

-'Mair{ta:Lhing a'ba.lance of' prot:~~tion

Recons1dera.tiori is required for the meritstern.

novelty.

and demerits oi'the system ~hl.ch w~s"originally

intended for prot~Cl:irigpetty invent:i6ns.

(5) Introduction of the right of domestic priority

for the eHectivepatenting of cont.LnuaLl.y aris-

between the gerier~l:'publi~ and the inventor, arid

adO~l:ing'theci:itetiawhichis prev"lentthrough-

out the world.

(3) Deletio~ of the term b~yond which any trial for

'. inva'iidation is rej~cted (Articlei24).

(4) Revision or ab~iiti~n~:E theutiHty model sys-

':',"'-'" ,"::: ..

the handling of an' originally single invention as

a multiplicity of:ln~eriti6ns.

(2) Intr~duction of the principle of absolute

patent system is clo~ely relat~dl:6 th~indu~tJ:iaiactivity

in Japan ,'and effe6i'ivel:'y ut'iJ.i~'·~d for:the' herieifit: Of 'bli'si'~'

4~ Conclusion

Although there is now a movement for rectifying the

trend for the filing of a large number of patent application~

rapid, 9h(iJ:lg~s in ~,tgf: :P'?~_~:9,e:,h(:lYe: g,ivEl_n ~.r::tse ,tQ'a :-.de,Edre'·

for aI):i,nternationally,",pplicable systeIl\ ,forind"strial

propert:y~ and,'a:'f~ql.i~sf-:'f~r revL~ions ~f the law.

The ptihdipal~r6pos~d'revisionsinclude:

(1) ~ecorisideration of the mJlti~le claiming

syst.em, Bringing the syst em into complete con-

formation to Rule 13.i for rcr , and discontinuing
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ness management. The reasons or factors ,which we have

picked up do not necessarily explain the filing of a large

number of F~plicati?ns ~n Japan by themselves, but have a

close bearing on one another. We also suppose that there
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, ."" ", "

2 - (1) "Invention" in this Law means the highly' 'advanced creation
of technical ideas. bY.which a law of natu~e,is utilized •.

(.2) "Patent.ed Lnvent.Lon" in tl1is,',Law meansran dnvention for which
a patent has been granted.

(3) "Working" of an invention in this Law means the following acts:
(i) in the case of an invention of:.Ci:P!oduc.~'" acts of manufacturing,

using, assigning, leasing, displaying forthe--puipose of assignment or
lease, or importing, the product;

(ii) in the case of an invention of a process , acts of using the
process;

(iii) in the case of an Lnvent.Lon of a process o£"manufa'ctur~ng"a

product, acts of using~ assigning~ leasing~ displaying for the purpose
of aasIgnmerrt or:leas,e, or imPS)".l"tin.g, the productmaI:lU~actu:r~d~r".~l1e:

proc~s:SJ""",1n addi,t,ionto tl1e.'a-F~s, -mentLoned inth,~, ,pr~c~ding."IJar~g~~p:tl~

29 - (1) Any person who has made an invention which is indu:strially
applicable may obtain a patent therefor~ except in the case of t~e

following inventions:
(i) inventions which were publicly known in Japan prior to the

filing of" the patent applica't:ion;
(ii) inventions which, wez:e,pllbliclywor}(e,d tn.JapaIl prior :to",the

filing of the patent application~

(iii)" LnventLons which wer,e.::, descr-ibed in __,a: pubId.catdon, ,d~~1:_2;ilnlt:eq

in Japan .orelsewher.e:::prio:r' to, the filing of.the pa,tenJ;<ipplic.?-t,ion.,

(2) Where 'an invention could' easd ly 'have,:been;~made"""pr:ior_,:t(),the

filing of the patent application, by a person with ordinary skill in
the art to which the invention :pert'ai'ns:",on .. the basi's ,Q,f', an Lnventdon
or inve~tions referred to in any of the paragraphs of $ubsection,(~),

a patent .shaj L not bevgrantedvfor.r such .ailinveIltion.no:t,~ith,staIl:ding

subsection (1).

29bis _ Where an invention claimed in a patent application is
identical with an .invention o'r.idev'i ce Hno't :heing'an:,invention,or.dev:ice:.
made by the inventor of the invention claimed in the patent application)
that has been described in 'the: specification 'or, drawings origi:nal1y
attached to the request of another application 'for a or for a

earlier than the patent application concerned underwent publication
(Kohkoku) or laying-open for pubic inspection (Kohkai) after the
filing of the patent application concerned, a p~shallnotbe
granted for the first-mentioned invention notwithstanding Section 29(1).
However, this provision shall not apply where, at the time of filing of
the patent application concerned, the applicant in the ,case of such
application and the applicant in the case of'the other application for
a patent or utility model registration are the same person.

_ 36 _
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·35- (1) An employer',a: legal entity or a state o.rlocal I'ublic
entity. C~ereinafi'erreferred:to,asth:elleIIl~loi,er,et;c~"Js~<lllhave.a"

non-ex~lusive':license,'on -theipaterrt right:con~e~~~J-~h.e~,~ ;~I{ ~)J1pl()Y~~J
an executive officer of'a:legal:entity oranatiorialor locaijpublit- '
official (hereinafter r,eferred to_ast~:nemploye~e~c.'~)has obtained
a patent for an invention --, whi'chby 'reason _o~ :i~~, na'Ftire':~al ~:s:qi!:hhl.
the .scope.: of the- business :~f,_th:"e~pl_oye_r"etc._,atid,:a~<ac;,~-or'~~t:s::_';','
resul t Lng: dn the"invention',-were'p3:rt<:lf'~'~e-p~~~'ent'o~,p~~i duties',o~
the employee etc', . performed -on behalf of .'the >enll?},c>ye17 ',~,t~ ,;.. (h.~rE'7~l1af~~t
referred .to as an "employee's Lnverrt i on") or where: a successor in: title'
to the right to obtain a patent for an employee's in~en~ionhas;obtained

a patencrtherefor. -.<

(2) In the case of an invention made:"by'an--employee etc'. "which is
not an employee 1s invention, any contractual provision, service'regula
tion or other stipulation providing In advance that the ri ght to oht.ain
a patent or the patent right shall pass to the employer etc. or that
he shall have an exclusive license on such invention, shall be null and
void. .

. .

(3) Thei employ_ee:'etc. -; shafL have 'the righ~"toa,r~~soIlab~e !~~un~~~
at.Lonwhen-he :has -enab.Ied vthe 'right to~btaina,pate:n~ '-~r ..th,~p~t:~ni .
right with respect to:, an employee ·s ;invention ,to pass to~he,"emp~()yer

e~c. or has given the employer" ~tc. an exclusive ,ri~ht to~~~~-inventi6ri
in accordance with ,the contract,'s'erviceregulations or other 'stipula
tions.

(4) The amount of such tremmeratdonrsbaf I be decided :-by'reference:
to the,profit.s thatthe'ernploYer'etc.will make 'from the 'invention and
to the amount, of contribution .the employer-etc ~ -madectorthe faakf.ng-of
the invention. .

(Applications for patent)
36 - (1) Any person desiring a patent shall submit a request to

the President of th~ Patent Office stating the following:
(i) the name and the domicile or residence'of the appl:cant ,for

the patent and, in the case of a legal entity, the name of a.r officer
entit-led,to-represen't' it;

(ii) the date of submission;
(iii) the title of the invention;
(iv) the name and the domicile or residence of the inventor.

if
request shall be accompanied by the specification and,

stati,ng.rthe following :
the invention;

:of:thedrawings;

(3}Where a pat-ent of addition is sought;~he--~pe~ific'a:!~onsh~~~

state the relationship of the addition to the invention for 'which an
app l.Lcat.Lontfor r a-pat.ent of_"addition is made',

-37 -
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48bi s' _ The examination of patent applications shallbe;earn,edout:,
upon a request for examination.

in accordance with the provisions a treaty;
t~.~,p~t.~nt,applicationdoes-mot. ... comply with the requirements

of Section 3.6(4) to (6)or 38;
(iv) the applicant for .a,pa:tentwho' is' not the inventor: has not

succeeded to the right to obtain a patent for the invention concerned.

", 38 -

38 - 'A pate~t application shall relate to a single invention.
Provided, however, that even in the case of two or more inventions, the
fgl~()w~n-g Inventi.ons hav.ingcthe relationship "indic~ted,'bel0\',lw~thorie

such ~I1ven't:ioJl,:(here~nafterr:~:f'erred-to-as -vthe specified inventionH
) , .

may b~,,:the:'·$ubjectof:Cl:,:patent -appl.Lcation-dnr.the .same request as :the'
specifie4,'invention;

'(~), :inve!1ti(:ms ,whi,?h .have , asasub.stantialpartof -theLr Ln
dispensable constituent features, the whole or a substantial part of
the indispensable constituent features of the specified invention
and,:~vh~ch:,have,:tlH:~~samepurpose es rthe specified: invention;

{i~}, where .. the specified.,inventiQn·relates:'toaproduct.,;inven
tion~,of.:p:r<:lces?es ofcmanufacuur.i.ngrthe product" .Lnventdons of
processes of using the product, inventions of machines, instruments;
equipment or other devices for manufacturing the product, or inventions
of products solely utilizing the specific properties of the product~

(iii) where the specified invention relates to a process, inven
tions of machines, instruments, equipment or other devices used directly
in the working of the specified invention.

:: '::' ,:: ,:,-: ,:, ":, , ':' .: ':",
(6) Statements in the claim or claims under the preceding, -sub

section shall be made as provided for in an ordinance of the Ministry
of Int.ernati.ona.I Trade,aYld; Indus t ry;

(4) The detailed explanation of the invention under subsection (2)
(iii)5ha11 st.ate the purpose,c:onstitutionand "effect of the invention
in ~~c~a,manner,that it may easily be earned put :by,~person having
orditla,ry skill .Ln 'the .ar-t ,to. which the invention .per-tains .

. (S). II) the •claim .or cl"i~s under subse.ction (2) (iv) there shall
be stated ,:oI1lY.tl1ein4i~p~nsaq~;e:c.ol1s-t;.i,;tuentfeatures of: the: invention
or iJlrerrt~~Jl~: descr-ibed :~,n"""the,:Aetailed,,:e,xplanationof .the.dnvention.
HO\',l~':'er~:·i,n,,·additiqn,st:atJI1g;specd ff,c -forms-of :.theinvention-or
inten.t~oJl~ ~~, .not .prec:l\,:de.ci.

49 - The examiner shall make:.a ~ decision that a .pat.errt .appId cat.Lcn
is to be refused where it falls under,any~of the following paragraphs:

the invention ap'p!~cat.~o'n is not patentable
............. ~.Il.~C,~?~'~a~~" or 39 to. ",., "' 10•.



65bis _ (1) After one year and six months from the filing date of
an application for a patent, the President .of the Patent.-Offdce. shall
lay the application open for public inspection, unless the application
has alreadybeen.published.

(2) The laying-open for public inspection of a patent .appl icatdon
shall be effected by publishing the following in the Patent Gazette,

(i) the name and the domicile or residence of the ,applicant;
(ii) the number and the date of the application;
(iii) the name .and the domicile or residence of the inventor;
(iv) the particulars of the specification and the contents of the

drawings'attached 'tQr the. .request; (with the ,"exception of .zhose.rshose
publication in the ·Patent Gazette is, in the ,viewor·,the>President-,of
the Patent Office, 'liahle'to"conrtavEme public', order or-,-morality);

(v) the number and the date of the Laymg-open of the application; .
(vi) .'other- neces aar-y-par-t.Lcul.ar'ac

67 - (1) The term of the patent right shall be 15 years counted
from the date of publication of the patent application. Provided
however that- such te-rm shall net; exceed 20 years. from the filing 'date
of the-patentapplicatibn~

(2) Where a patent application is deemed to have been, filed at
the time of submission of an amendment in accordancewithcSection:40-or
Section 53 (4) [including its application under Section 159 (1) (in
cluding its application under Section 174 (1)) and under Section
l6lt or (1)], the 20 years fixed in the proviso to the preceding
subsection shall be counted from the day following the filing date of
the original patent application, notWithstanding the said proviso.

(3) Where a patent right of addition has-become an independent
patent right in accordance with Section 75 (1), the term of the
independent patent right shall be the remainder of the term of the
principal patent right.

123 - (1) In the following cases, all, trial may be demanded for the
invalidation of a patent. In this context, if there are two or more
inventions claimed, a trial may be demanded for each invention. The
cases referred to are:

(i) where the patent has been granted contrary to Section 25, 29,
29bi s, 32, 37 Or 39 (1) to (4);

(ii) where the patent has been granted contrary to the provisions
of a treaty;

not
(iv) where patent has been granted on a patent application

filed by a person who is not the inventor and has not succeeded to the
right to obtain a patent for the invention concerned;

(v) where, after the grant of the patent, the patentee has become
a person who can no longer enjoy a patent right under Section 25 or the
patent no longer complies with a treaty.

- 39 -
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(2) Even af't.er.vtheiexti.ngud.shmerrt 'of a patent. right, .a 'triaT"wlder
the p'reced.i.ng. subsection may .betdemanded,

(3) Where a trial under subsection (1) has ,;beeri,demanded,thetrial
examiner-in-chief shall notify the exclusive licensee with respect to
the .pat.ent Yrght; and other persons,who'have'any>registeredi:rights .reIatang
to the patent.

124 "..,.Where .a tpat.ent; .has :been granted: for .an. inventiori : which was
d~scribed,iri"ap\lblication ,~'distribtited ina~: foreign; countryprdor. to the.:
filing Q£"the .pat.errt app lLcat.Lon-orvfor an--invention:'whichcould.--easily
have, been made on'-the basisvof'<such -. invention by' a -person wi th, .ordinary
skill in the art to which such invention-pertains, a trial on the:p~tent

under Section 123 (1) may not be demanded after five years from the
registration of the establishment of the patent right.

l61bi s ..,.Where,in:: the case: of a demand for trial under Section 121 .
(1), an amendment has been made to the specification :or'urawings attached
to the request in the patent application concerned within 30 days of
such demand, 'the-Pr-esdderrt-of vtbe Patent Office 'shall cause the examiner
to'examine the'demand~. The sarne shall· apply in the case of opposition.
under Section 55 (1) as applied under Section 161 ter, (3).

- 40 -
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COMMITTEE No.1

THE NEW U. S. PATENT AND TRADEMARK OFFICE FEES

WILLIAM T. MCCLAIN

ABSTRACT

THE UNITED STATES PATENT AND TRADEMARK OFFICE HAS
EMBARKED UPON A PLAN TO UPGRADE ITS OPERATIONS/SO As To
BETTER SERVE APPLICANTS FOR PATENTS AND TRADEMARKS. IN
ORDER TO UPGRADE THE PTa/INCREASED FUNDS AREREQUI RED
AND RECENT LEGISLATION, PUBLIC LAW 97-247, HAS NOW BEEN
ENACTED WHICH WI LL.. SUBSTANTIALLYINCREASE THE PTa FEES
PAID BY APPLICANTS FOR U. S. PATENTS AND TRADEMARKS,
EFFECTIVE OCTOBER I, 1982. SINCE THE TOTAL MINIMUM FEES
FOR FILING, ISSUING AND MAINTAINING A U. S. PATENT WILL
INCREASEABOUT· TENFOLD, APPLICANTS MAY· DES IRETO GIVE
MORE CAREFUL CONSIDERATION IN THE FUTURE TO THE DESIRABILITY

RESULTING PATENTS.
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THE NEW U, S, PATENT AND TRADEMARK OFFICE FEES

THE UNITED STATES PATENT AND TRADEMARK OFFICE (PTO)

HAS EMBARKED UPON A PLAN TO UPGRADE ITS OPERATIONS, SO AS

TO BETTER SERVE APPLICANTS FOR PATENTS AND TRADEMARKS,

ACCORDING TO COMMISSIONER GERALD J, MClSSINGHOFF, THE PTO

GOALS INCLUDE THE FOLLOWING:

1, BETTER MANAGE THE 218,OOO-CASE BACKLOG OF PENDING

PATENT APPLICATIONS BY, AMONG OTHER THINGS, HIRING ADDITIONAL

PATENT EXAMINERS,

2, REDUCE THE AVERAGE TIME FROM FILING TO ISSUE OF PATENT

APPLICATIONS TO EIGHTEEN MONTHS BY 1987,

3, IN TRADEMA.RK.S, TO.REDUCE THE TIME FOR ISSUING A

FIRST OPINION QNREGI STRAB I LI TyTO THREE MONTHS AND FOR

COMPLETING THE APPLICATION PROCESS TO, THIRTEEN MONTHS,BOTI;I

BY 1985,

4, To MOVE TOWARD A FULLY AUTOMATED PTO BY THE USE OF

196
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5. To IMPROVE THE SEARCHING CAPABILITIES OF PATENT

EXAMINERS BY THE USE OF COMPUTERS.

IN ORDER TO UPGRADE THE PTO, INCREASED FUNDS ARE REQUIRED,

AND RECENT LEGISLATION HAS NOW BEEN ENACTED WHICH WILL SUBSTAN

TIi\LLY .INCREASE TilE PTO FEES PAID BY APPLICANTS FOR U. S. PATENTS

AND TRADEMARKS. PRIOR TO 1982 THE PTO WAS FUNDED TOTALLY BY

APPROPRIATIONS FROM THE CONGRESS, WITH PTO FEES GOING TO

MISCELLANEOUS RECEIPTS OR THE GENERAL FUND OF THE U. S. TREASURY.

UNDER THE NEW STATUTE THE PTO FEES ARE DESIGNED TO PROVIDE

uADEQUATE AND STABLE FUNDING FOR THE PTOu AND WILL BE HELD BY

THE PTO AND USED FOR ACHIEVING ITS GOALS, WHILE THE CONGRESS

WILL APPROPRIATE FUNDS ONLY FOR THE PUBLIC SUPPORT PORTION OF

THE PTO BUDGET.

As OF OCTOBER I, 1982 THE NEW STATUTE, PUBLIC LAW 97-247,

AMENDS SECTION 41 OF TITLE 35 OF THE LNITED STATES CODE AND

SECTION 31 OF THE TRADEMARK ACT OF 1946 (15 U.S.C. 1113) TO

ACHIEVE FULL COST RECOVERY FOR PATENT AND TRADEMARK APPLICATION

PROCESSING AS FOLLOWS:
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PATENT PROCESS 50~

MAINTENANCE 50%

DESIGN PROCESS 100%
TRADEHARKPROCESS 100%
SERVICES 100%

RE-EXAMINATION 100%

THIS STATUTE SUPERSEDES THE FEE PROVISIONS OF ?UBLIC LAW 96-517

\~HICH WOULD HAVE RAISED PATENT AND TRADEMARK FEES TO A 50% COST

RECOVERY LEVEL,

THE NEW PATENT FEES ARE SET BY STATUTE, BUT MAY BE ADJUSTED

BY THE PTO COMMISSIONER ON OCTOBER 1, 1985 AND EVERY THIRD YEAR

THEREAFTER, TO REFLECT ANY FLUCTUATIONS OCCURRING DURING THE

PREVIOUS 3 YEARS IN THE CONSUMER PRICE INDEX,THIS IS DESIGNED

TO PERMIT THE PTa TO KEEP UP WITH OPERATIONAL COSTS WITHOUT THE

NEED FOR FURTHER CONGRESSIONAL ACTION, WITH RESPECT TO TRADE-

MARK FEES, THE NEW STATUTE GRANTS THE PTO COMMISSIONER DISCRETION

TO ADJUST FUTURE FEES TO PERMIT FULL COST RECOVERY AS COSTS RISE,
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THERE AREA NUMl3EROFOTHER· AMENDMENTS. TO' THE PATENT AND

TRADEMARK 'LAWS CONTAINED IN THE NEW STATUTE) WHICH) FOR THE·

MOST PART) I WILL NOT COVER TODAY. HOWEVER) SEVERAL PARTS ,ARE

WORTH COMMEtiTINGON. FIRST) THE NEW STATUTE PROVIDES.FOR A TWO-

TIER PATENTFEESYSl'E11IN THAT INDEPENDENT AND SMALL BUS INESS

I NVENTORS)AS WEl:u.AS:NON~PROFITORGANIZATIONSWI l.LPAY ONLY

. 50% OF THE ACTUALI'ATENTI'ROCESSING .COSTS. ALSO) THE ..NEW lAW

REQUIRES SIGNI'FICANnFEES FOR EXTENSIONS OF TIt1EFORRESPONDING

TO Ai'POFFICE'ACTIONINA PATENT APPLICATION AND OFPERIODIC.FEES

FOR MAINTAINING'APATENTIN FORCE; , LNRElATED TO FEES)BUT.OF

SIGNIFICANCE) IS THE PROVI'SlON FOR VOLUNTARY BINDING ARBITRATION

OF PATENT VALIDITY AND INFRINGEMENT ISSUESJiANDFORCORRECTION

OF INVENTORSHIP SO AS TO PERMIT SUBSTITUTION OF ONE SOLE INVENTOR

FOR ANOTHER. THESE FEATURES ARE INTENDED TO IMPROVE THE PATENT

SYSTEM AND ENCOURAGE INNOVATION) AS WELL AS TO HELP RELIEVE THE

ON THE FEDERAL COURTS. As TO TRADEMARKS) THE CONTINUED

USE REQUIRED TO BE SHOWN ON THE SIXTH YEAR UNDER SECTION SCA) OF

tHE TRADEMARK ACT WILL HAVE TO BE USE "IN COMMERCE)" AND SECTION 15

'199
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OF THE TRADEMARK ACT IS AMENDED TO PROVIDE THAT THE DATE OF

REGISTRATION IS THE CRITICAL DATE FOR PURPOSES OFIN,CONTESk

ABILITY,

JOR YOUR INFORMATION, I HAVE ATTACHED A COPY,OFTHE

"PTO RULES THATWILLbO[NTO EFFECT ,OCTOBER IST"PUBLI SHE'D

BY THEM, S, PTa AND BASED UPON PUl\LIC LAW 97,247, ' THE

ATTACHMENT GIVES MORE DETAILED INFORMATION REGARDING THE NEW

RULESANDPTOFEEs,' FOR THOSE :OF YOU WHO ARE! NTERESTED,

FOR ,THEPURPOSEOFCOMPAR ISON, THE FOLLOWIN,GCHART SHOWS

TYPICALPTO FEES IN EFFECT PRIOR TO OCTOBERl, 1982 AND 'ALSO

SIMILAR FEES UNDER THE NEW STATUTE WHICH ARE APPLICABLE TO

MOSTPIPAMEMBER'COMPANIES:
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AFTER 10/1/82

$ 300

$ 3D/CLAIM' IN EXCESS OF THREE

$ 10/CU\IM I N EXCESS, OF TWENTY

$ 100

$ 500

$ 1500

$ 115
$ 115
$ 100

"3J, YEARS AFTER GRANT $ 400

7 /I /I /I $ 800

11~" /I "$1200

$ 65

$ ,10
$ 2

$ no
$10
$ 2
$ 1500

$50
$50

o
NONE

PRIOR TO 10/1/82

FEE

ORAI...HEA~ING

BASE FILING
"t;

EACH INDE£SNDENT CLAIM
GREATER .

EACH CLAI

MULTIPLE DEPENDENT CLAIM(S)
~f -.' .....

BASE ISSUE

PER PAGE

PER SHEET

RE-EXAMINATI

ApPEAL FEE

MAI NTENANCE

FILING FEE $ '20

I SSUE FEE

3J, YEAR TERM $ , 10

7
n ~i $ 20or.

-$'

'3014
/I /I $i:

~

TRADEMARK
'" FILING FEE (PEk CLA$S) '35
0 $-

RENEWAL FEE (P~R CLASS) $ 25

125

$ 175 <14 yEAR TERM FOR ALL)

$ 175

$ 300
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REGARDING THE PAYMENT OF MAINTENANCE FEES, NOTE THAT THERE

FOR PATENTS MATURING FROM PATENT APPLICATIONS FILED AFTER·

BUT NOT FOR DESIGN OR PLANT PATENTS,.JHESE FEESARE"REQUIRED

IS A PROVISION FOR A GRACE,PERIOD OF SIX MONTHS AFTER THE,DUE

EVEN LATER IF THE DE,LAY IN PAYMENT IS SHOWN TO THEDATE,

~rAINTENANCE FEES WILL BE> REQUIRED ONLY FOR UTILITY PATENTS

J" •.:: U,>
.' ',..'

SATISFACTION OF THE PTO COMMISSIONER TO HAVE BEEN UNAVOmABLE.

DECEMBER 12, 1980. HOWEVER, FOR PATENT APPLICATIONS FILED

AFTER THE ABOVE DATE, BUT PRIOR TO AUGUST 27, 1982, THE MAINTE

NANCEFEE~ 'tRE ONE-HALF THOSE FOR ~PpLICft..rrONSFI~ED AFTER

AUGUST 27, 1982.

THE NEW LAW ALSO PROVIDES THAT ABANDONED PATENT APPLICATIONS

WOULD BE REQUIRED AS UNDER THE PRACTICE

MAY BE REVIVED AS A PENDING APPLICATION IF IT CAN BE SHOWN THAT

UN INTENTIONAL. IF THE

ABANDONMENT WAS UNAVOIDABLE, A $?O PETITI\lN FEE AND SHOWING'

THE ABANDONMENT WAS UNAVOIDABLE
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AND B~,p,AYJY1ENT 01'$500.

,TH.E ,Tlflo-TI ER .FE!i:SYSTEM FOR.,PATENT APPLICATION, PR9CE?SI.NG".

PATENJ;S)\.ND ,.NPTTp"pESIqtJPR~LA.NTPATE~TS. '. SMALL EN;rIHI:;S PAY

ONLY, QNEi-,HALR, THE NO.RMAL FEES., SUCH ,SMl\LL E.NTITIES .ARE ,INDEiyEN-

DENT AtJVENTORS.AND,NpN-PRoRlTogqAN.IZATI ONS, <AS WELL, AS SMALL.

ACT,ANDR.EGULATlO.NS,ESTAI\LISHED BY THE. SMALL B.US.INESS .AnMlNJSTRA-
'-' ~--;- "

TlON. THE PTO COMMISSIONER HAS BEEN GIVEN A~THORnYTO.,.ESTAI\L!S,H

REGULATI ONS ,DEFINING INDEP,ENDENT INvEtJTORSANDNONrrPROFH ,oRGAN 1-

AT THEJ.IMEOF THIS WR,!TJN.G.. }J9tJ'-PROFlTORGAN I l.AHPNS ,PROI\i\I\LY

WILL BE"i)EFI,NED,AS'UNIVE.RSlTl!iS OR. OTHER INSTIT,UTIOtJs .OFHIGHER

LEARN I NG.,AND CONCERNS wHICH ,ARE TAX-,EXEMPTUNDER CERTA IN SECTI.ONS. --- - '-' - ",..'.- ' ", - -, --, --:; ,- - . -, "', - -",,- ;J~

OF THEtNTERNAL REVENUS ,SERVICE CODE • FOR PTOPURPOSES, IT IS

·203
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DEFINED As A CONCERN WHI<:H, TOG'EtHER\ wITliITs AFFILIATEs, bOE'S

NOT HAVE MORE THAN 500 EMPLOYEES, IN ORDER TO ClAIM THE'BEN'EFYT

OF THE Lb'WER FEES A VERIFIED sTAT'EMENT WILL PROBABLY' BE REQUIR'ED

AS TO THE~TATiJS OF THE APPl.ICAJIlT/ TOGETHER WITH AN ACKNOWLEDGE""'

MENTdF HiE DUTY TO 'FILE A NOTIFICATIONdFANYCHA~:GE' IN STATUS

RESUL"rINGIN Ldss OF EJIlTITLE:MENT To SMALL ENTIrYSTATUSPFlIoRTO

PAYMENToF'ANY ISSUEFEEORMAINTENAt,C EFE E, MISREPRESENTATibNS

MAY JEO~J\RiJIZETHEVAUrih'Y OF THE APpdcATION OR PATENTTOWHICH

THEV~RI'FIEiJSTATEMENT ISDI'RECTED, THIS ALso ISfOBECLAR IFlED

BY tHE'PTOH\THEFLJTUR{,

UNDERTH'{1965 FEESYSTEMTHE Avl::RAGEFEE FORF1l.ING·A

PATENT APPLICATION HAsiEEN $85 AND THE AVERAGE ISSUE FEE HAS

BEEN $145. 'UNIlERTHENEWSTATUfE THESE FEES WILLBE,FOR 'THE

MosTOf'oURCOMPAN IES, A'· MINIMlJM of $300 pLUs $500 'FOR ' FILING

AND 'j'SSUE FEES, RESPEcrIVEL.Y;PLUSMAINTENANCEFEES>OF UPiTO'

$1200 MINIt1UM, IN' VIEW OFTHESUBSTANrlAL INCREASE nj'PTOFEES,
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ALL OF US MAY WANT TO GIVE CAREFUL CONSIDERATION TO THE

DESIRABILITY OF FILING CERTAIN PATENT APPLICATIONS, TO THE

NUMBER AND TYPES OF CLAIMS TO BE INCLUDED, AND TO THE

TIMELENESS OF RESPONSES, THEN, LATER ON, IT WILL ALSO BE

IMPORTANT TO REVIEW THE DESIRABILITY OF MAINTAINING ISSUED

U, S, PATENTS, AS WE NOW DO WITH PATENTS OF CERTAIN OTHER

COUNTRIES,
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TEXT (Vol. 24) 519

[c] All requests for reexamination for
which the fee under § 1.2O(c) has been
paid, will be announced in the Official
Gazette, reexaminations at the

1. Section 1,11 is amended by revising
paragraph (c) to read as follows:

§ 1.11 Files open to the public.

to__ patents commpn to,Pub. L;',,96-517 and
H.R. 6260 (how Pub.'!.. 97-247Jwere
published on July SD, 1982at 47 FR
33099,The rule changes relating to
patents under Alternatiye<e-w,ere
published at 47 FR 33108. The rule
changes relating to trademarks common
to Pub, L. 98-517 and H.R. 6260 (now
Pub. L. 97-247) were published on July
30,1982 at 47 FR 33111.The rule changes
relating to trademarks under Alternative
B were published at 47 FR 33112.
Corrections to the July 30, 1982
publication were published on August 4
and 5. 1982 at 47 FR 33688and 33959,

3. For the convenience of the user, the
rule changes common to Pub, L. 96-511
and H.R. 6260 and Alternative B have
been integrated into numerical order
and are reprinted below:

For the reasons indicated above and
pursuant to the authority given to the
Commissioner of Patents and
Trademarks by 35 U.S.C.6, and under
Sections 31 and 41 of the Trademark Act
of July 5. 1946,15 U.S.C. 1113,and 1123,
Parts 1 and 2 of Title 37, Code of Federal
Regulations, are amended as set forth
below,

PART 1-RULES OF PRACTICE IN
PATENT CASES

The announcement
include at least the date of the

request, if any, the reexamination
request control number or the
Commissioner initiated order control
number. patent number, title, class and
subclass, name of the inventor, name of
the patent owner of record, and the

.GENERAl; LEAVE
- Mr. KASTENMEIER. Mr. Speaker. I
as}: unanimous consent that all Mem
bers maY_,llave ,5 .legislaHye,.da,ys in
which "to revise 'and extend .thelr re
marks on the bills, RR. 6872 and H.R,
5154. both having just been passed,
!h~ ,SPEA,KE:R, _pro, tempore. Is

:there objection toLhe request of the
gentleman from Wisconsin?

There was no objection.

begin at 47 FR and Alternative ··········~;t;;;:'i~~;~!~~;~~~f;f~!~::~~!~~:~~\~~t \..••••...•
A relating to trademarks which begin at
47 FR 33112are hereby withdrawn.

2. Confirmed as effective October 1,
1982 are the rule changes published July
30.1982 common to Pub. L. 96-517 and
H.R. 6260 (now Pub. L.97-247) and
Alternative B. The rule changes relating

Thefinalrule_ document-publis,hed on..
July 30, 1982, in the Federal Register' sets'
out-

(1) Rules that are common to both
Pub. L. 9fh517 and H.R. 6260 (now Pub,
L.97-247);

{2]Alternative A which contains rule
changes implementing Pub, L. 96-511
alone; and

(3] Alternative B which contains rule
changes implementing H.R. 6260 (now
Pub. L. 97-247).

H.R. 6260was enacted as Public Law
97-241 on August 21, 1982,and the
Patent and Trademark Office hereby
confirms that the rule changes common
to both Pub. L 96-511 and H.R. 6260 and
Alternative B are those which go into

, effect on October I, 1982.The rules
under Alternative A are hereby .

. withdrawn. Additional rule changes
required by Pub. L.91-247 will be made
the subject of separate rulemakings.

List of Subjects in 31 CFR Parts 1 and 2

Administrative practice and
procedure, Courts, Inventions and
patents, Lawyers, Nonprofit
organizations, Small businesses,
Trademarks,

Amendment of Regulations

For the reasons set out in the
preamble. 37 CFR Parts 1 and 2 are
confirmed as being amended by the final
rule published on July 30, 1982 at 47 FR
33086 as set forth below,

Dated: September 14, 1982.
Gerald J.Mosslnghoff,
Commissioner ofPatents and Trademarks.

The rule made in
. 'Alternative

DEPARTMENT OF ';OMMERCE

Patent and Trademark Office

37 CFR Parts 1 anll 2

Revision 01 Paten'! and Trademark
Fees Confirmation

AQENCY: Patent and Trademark Office.
Commerce.
ACTION: Confirmation of rules.

[Ooc!o:et No. 2714-1al

SUMMARY: This document confirms
certain rule changes for patent and
trademark fees and fee-related
procedures which take effect on October
1, 1982.These rule changes implement
H.R.-6260which was enacted as Pub. L.
97-247 on August 27. 1982.
EFFECTIVE DATE: October 1, 1982.
FOR FURTHER fNFORMATION CONTACT:

As to the patent roles contact: R.
Franklin-Burnett. by telephone at (703)
557-3054 or by mail addressed to the
Commissioner of Patents and
Trademarks. Attention: R. Franklin
Burnett, Room 3-11AI3. Washington.
D.C. 20231.

As to the trademark rules contact: Miss
Maude Williams, by telephone at (703)
557-2222 or by mail addressed to the
Commissioner of Patents and
Trademarks, Attention: Miss Maude
Williams, Room3-11C17. Washington,
D.C. 20231-

SUPPLEMENTARY INFORMATION: The
Patent and Office is required

law to a notice in the Federal
fees at 60

that which is shown in his Federal reg- gent State regulations concerning the A motion to reconsider was laid on
tstratton of the mark.", ::-'~"- ~::,':; i -T~,isp~ay:: oL'f£;cferall.¥':,regi~tered,'ma~ks .", tile:t.ai?le"

Trademarks are among the most val- . where nationwide advertising and pro
uable assets of modern business. In ad- motion of the marks are involved.
dition to identifying and distinguish- I urge my colleagues to vote in favor
ing the goods or,' services: of on~ ,Indi· o.f,H-.B..-:5154.•
ndual from those-of another, a' trade-
roark lets consumers continue to pur- The SPEAKER pro tempore. The
chase those goods and services which Question is on .the motion offered by
they have found to be satisfactory~ "the eennemanfrom .wtsconstn, ~¥r,

H.R. 5154 would protect' this dual '"KASTENMEIER) that the House suspend-
role which trademarks have of pro- the rules and pass the bill, H.R. 5154.
tect.ing both the interests of business- . as amended.
es and those of consumers from im- -rne quesucn was taken: .and (two
proper State regulattonvIt is partlcu- thlrds-havlrig.tvoted in 'favor; thereof)
larly important that businesses should the rules were suspended and the bill,
not have to bear the burden of diver- as amended, was passed.

final rule was at 47
FR 33086 setting forth changes for
patent and trademark fees and
procedures which take effect on October
1, 1982.The document was based on the
public law in effect at that time, Pub. L
96-517 and on H.R. 6280, which was
then pending but is now Pub. L. 97-247.
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".00

25.00
".00

".00

75.00
150.00

175.00
350,00

57.50
115.00

525.00
.,00

51.50
115.00

120:00

60.00
100.00

750.00

"'.00
000.00
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§ 1.17 Patent,appllcatlon processingfeea.

(a) ISllU8 hte lor issuing each origiMl Of reissue
patllt1t, excepl a de&ign Of plant pat8f1l:

By a small etrtity (I U(f)) .~...... $250.00
Sy ottler than II small errtily ~.... 500.00

B, A new § 1.18 isadde:'dwhtc,h reads
,,~§.J(}Hprfs:: " __-<':"""'-'

16.00
00.00

15.00' ,
30.00

'.00
10,00

,--,..$,QQ.",
'.00

".00
100.00-

62:50'
teacc

(al E>:1en5ion lee lor ..respon5oll. w~l1Io, fit1lt
monltll)Ursuanl 10 I 1.136(a):

Sy a small enlity (1,1.9(1)) ..
Sy allier \l'Iarla small enlity,..

{bl EXlensiof1 100 lor response wrthi'l secoec
month Pursuant 10 § 1.136(a):

By a smell enbty (§ 1.9(1) ,
Byolherthan a ~a~ entity__ :
EXlenSlOr1 lee lor response wi!hin, lhird

month fl'U<lll-'8nt to!f 1.136{a):
By a Smell enlily \§ 1.9(!}}•.•

(0) ~=~,~al~:;:~' ';';';'Ullrl fourth
month,PI-'ffl\Jllnt 10§J.136(a):

Bya small enlity. (§ 1.9(f}).. .. _ .
Byother thana smen enlltY~., ..;· ~~ _

·.le} For 'liI'ng a nOllce ,01.~ trom tile
examiner to the Boatd 01 Appeals:

By a amal1llrltity (§ 1.9(1)) ..
By other thIln a small entity ...

(I) In addition 10 ee lee lor filing a notioo 01
1lPPll81, lor _fi.U!'Q a bl;ieUn suPf)Ort ?,,an
appeal: ' .

By:nmall 'IIlntityIIX~(f}l· ...... ,".~....nn."'"
By O,thertl\en a,SfI!lllI entity"",.

(9) Forfl!0g.a reqOOSI'.lor. SrI Oral't;elirin9
bercre 1;I1e.BOaid 01 AppeaIs;,

By a:small ,enillyll,l,9{Ol
B~ ()It;erltoan a,,~mcilf .entity.

Ito) For a 'iJing.8 j,elilion,IOlh6\¢om<'l\lS5iciner
~ a,~,of,::tllisp8rt:,flst4d,!Je:IOW,

whicto rel,a's 1<>: .thiSpa'regraptl...:,.~,
§ 1.45-lorcorrec6on 91 i~:Oi'$Iiip,
'1..41...,.1~ ,filing by other thar! aII,..~:In-,.

Yentor's01'a persori noCtiie-~

§~-;;,~~:,~;~~
I 1.t63_10 euspeild ll1eroles
§l.~ror IIlte"filirJQQi inte,r1~:sift..

1I"'l1'\EI:I1lagraement, , .: "'- .:",:.

rou~~~~,.~.~~
Whic/:l wreie ~.lf?iS:,~~graph;" ..:_~,..,..,,,,,~,,~

§1.12-lor ...~ .. ~.Am.aesignmefll
record .__ ",:,__ ,,,,.:,,, '_';'

;l~~::=~=,~':'
11.102--:40-lTl8ke~,~ ,
.'1.lOih\l:l~·"IIClIon,in,~
11.1n~0I'·dNiIIioneI. reiss\Il:la.,\l:l ~
separat~

§ 1.26S-..,.-/O(.Q0e8SS ,1O.~ence;eetlIe

men! agr&OO)lInt
I 1.312-,lorll/ll6l'ldl:l1eaftlll',~,ol

issue fee
11.313-10 witI1draW,-an.lJ4lI)IiCatlon,1rom

izsua.'" ..__ ,,, ,:---:"", .,...-.,'."'.' ;', -'
I 1.314-:to,de1llf issuance01 a pa1enL
11.33+-1« patent 10 1ssuII.,1O,~;

assignment,reoorded Iete ":,,' ".' ";'" ,c,' :.:
(j) For filing a petition"1O irIl!Illute'.·publIc.lne

proceedingllIIde.r1,1'292. ....-...-._...-_.~~.•..~~.~
M For~ an~ !iIed.wIlh'.

specfficatIon in 8 IlOIl-English IanguIlQI)
150,00 (§ 1.52(d})••.•.•.._....•.~...,,~....._ ...••.•..- •..--...~~.....

300.(0)., (l) ,Forliling"e.-peti\ion (1). tor:tI'!er~ ,.of.en :'

-'1 ~~:;=o('~·~l:
under 35 U.S.C. 151:

By a smell entity·{f1 ..9(f))".,."..;..~:..;;<_•..;'~:; :
By other then a smaH enlity ..••

1m) For filing a petillon (1) I« revival 01 an
unintentionally abardoMd eppIic:ationor.(2),
lor the unintentionally, delayed ,payment'.' of·, .
the.lee lor issusing a patent· . - .' , ...

By a small enlity (I H{f)) ....~
By otl1er\l'larl a small entity

$150.00
300.00

preserwed In.secrecy pursuant-to
par~:s.raphs (a) an~'{b):of this ,section, or
of any,papet:Srel~ting·thereto"mu8t (1)'
be in:the formo~·a.peti~()n and.be
accompaniedby.the petitf()p fee'8f!~
fort~,in §?l?(i}or{2} include written
autb'9~~ ty granting ,aci;:el3.~t,o:.tl]e:iiiember
of thepubltcin that-particular
apP!Jpa-,lio,n- fromthe applicant br the
appltcent's.asstgnee.or attorney or agent
of record.

4.A new .§1.~mi5· addedwhich reads:
as follows:' "

§ 1.1~:c ',Nat~ri!lla~llcatlo.riWIi'lg feets';

(a) Ba~,lWlodjl;nlieli.cto'app)ica.li6n· klt 'an
orIgln8lpat-enl, excepldi!sign Of plant cases;

By a small enlity (§1.9(1)).._...,~...,~.•,.~,.~.~:":: .
Byotlw thAn II l\ITIIl~ llnlitY,.;";",;",~,.;,:,,,~.,.;;

(b) In ..t\d(j,lion.lO. \he ..\lBSiC... liIlnglee, in an
origlrlll1 s.ppIieBl!on, lor filinl:, Of IBlel' P'889n'
lation. oleaeh~nt claim in 8X~ of
3: ..... .', ". ."

By'!!, s~allllntty (11:9{1)).
By other than' a small antifii '; ~.

(C)~~~~thelqfb~:1a~p(~.
tat>on 01 each claim (whElthlIr irldepeodefrt Of

dependent) In eeeee of 20 (Note lhet
11.75(c) indicale$ how mul\iple depe/'l(l6nt
claims are considered lor lee celcUlallon pt,I".

poses,):,
., By'a smaKeillitY (I 1.9(1)•.•~.••...•.•~~ _._~~

By o\hef than ll. small entiIy •.•~.._~~ ~,.•.,.._.
(d) In addition 10 the besic 1iling lee in an

original epp1lclltion. II the epplIcetion COrI--

<~~~p8r~~I ...~

':H:i:::?~9~~=:::::~~-"7
(ll,me lIdditionlltI tees requlrE!dby~

'graphs (b). (eland Id) ,are:rioIpald
0II1\l1ng Of 0II'1aIer,~at
\he deimIl lor I'INch !he~
100$ are dve. ItMl)' must bEl paid or
lhe,ctIllr!J9,CIIl'>Oe:I'ed,bylllllOOlll'ne<l
~,\l:l,J~"'.~,!Il',.I1)e.th'I'IG
j)llliod·.aat,IorJfISPCIIISl' by'IheC>1liee
in 8rl'j' notic8 of lee tleIldenty.I,_""

((I) Suri:herge lor 1iIi(lg.,lhebaekUllng,~,QI'
oath or declVIticll\.OII,. dille Ja1el:tl'wI1h8'
lilioiI,de!e (If,UWUPPllclltiort --" ,

By .,~ .eI)llfy If '·9(1))··~-7~""·~·····""··~
By o\tlaf than I tIl'I'llIlI entty..,.,,,-,..,~.,,.,....,....,,

(I) FOfftKng .Gad1.;deslgn application:
By a smell. ilntity II 1·9(1)l·~..._·"":··~~~~~ _
By,other. ,than81S1!l-1lU .lInIity ...,._....:...

(g) Besic·fee·Ior,1iIing ,each Jilent.appliceliofl:
.Bya smell entity II ,,9(I)._..~.•.•~~...._ ..__.~~~
By·alhef1Nlj4 sma!! entIly .,...-...,..

(to) Basic fee, IOf filing~ reiasueappli(:alilln:,',
By • small enllly (§1.9(fll ,~......:._..•,..,~_.......
By. other \lien lI.smaUenllty.,,~,~•..•._.,_~,,~'"

(I) In addition 10 lhebaaiCliIing 1ee'inarelssile
application. lor'filingor·le1ar~of

eaeh'~ claim whlchlG in BlCCeas of"
Ih& number 01,~ cIeim!I in' the
origiRaJ patent

By'a'Srn8JI entitJ (I 1:9(1) •.........~
By0ttMw thIin'a smaH 'eniiti ~.

(j) In addition to·the basic ~'ee .ina r8i!sue
application. loe filing ,Of IIItei"~ 01
e8clldairit (whEithilr ir\d8penilen1 rih:iiipend
ent) in' excess 01 20 end also In eXCeSS' Of
\he number 01 dIlims in the orIgina/ patent,
(Nole \lIet 11.75(0::) inc:IcaIeshoW IOOI\IpIe
d&perdenl cIalinsare coi1sIOtlt'",nQr leG p<.W.
poses.}: .' ..'

By:a 'small entIty'(J ,1,9ff})."~~-..;;.~,•...,_~•..,,.•
BY,o\hef than· a'smalh,nllty: .•.~~.....~..

~ta: 'see I 1'.~'Ql" Int~,ap
pllcalion~:~pr~JetIs.).

5. A new § 1.17 is added which reads
8S follows:
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z.Bection 1;12"is, revised to-read as
follows: .,

§ 1.12 Assignment records openfo public
ins~ti,?n.

(a) The assignment records. relating to':
'original or reissue patents. including
digests and indexes, and assignment
records relating to pending or
abandoned trademark applications and
to trademark reglatratlona. <Ire open to
public inspection and-copies of any
instrument recorded may be obtained

'upon request and payment of the fee set
forthtn § ~~19(a)(5).:

(b)'Assignment records.digeets. 'and
Indexesvrelatmgtoeny pending Ul'

abandoned patent' application are riot
"evatlebletc the publlc.Eoptescf-any
sucb esslgnment records-and

nlnformation with- respect thereto.shall be
"obtainable only upon written authority;"
of the ,applicanror, applicant's .assignee ,
,iJr attorney-or .agent or,upon a-showing
that the person.seeking.such information
is a.bona.fideprospective.or actual
'purchaser. mortgagee.' or Hoensee-of
such application. unless it shall be
necessary to the proper conduct of
business before the Office or es
provided by these rules.

(c) Any requeat by amember of the
public seeking copies of any assignment
~~o~dsof any pending or,abandoned
FElten t <ipplic~tipIlpre,seI1fed +n, S~precy
un,4er§.1.14.'prliI1YinI0I'111ationwi!h
:~spe~rth~reto" must (11:beii:),the'fonn
of ape~ti0fl accOIlJpaIliedby th~" .
petitiOll feesetrotth,m;.§ ,1.17(ilo~[?)

.'"include w:ntll:!:n ,8\lth.ori,ty gr8,Dtir).'g:
access to the membercf thep~blicJo
the.Pllrticlllar 8,l;Isignment records}rom
the.applicantor appJic~nrsassignee or

~:~tt.ol'Il,e~,~r.:ag~nt: of !ecor~.
(d)M,~raer fora._c9PY,6(an

assignnl~nt 8h?;uld'giv~ Jhe, .,". ',_;:
____.,::,:i~,entifipati.Pl1,of ~.e. re:cor~'lf, i~~IlW1ed

..PIll~ by the flaIlle oftlil:!:patellte'e:!lrid
nllDl,berpf,the p-atent" or in_ the.- cas,~ of a

"trade~<lrk'rt!gistra~on by th~n8IIl"; of
th~ registrant and nUIIlber oftha ',: _: ,_
.r:egist:ratio'n,.or bynaIJle::l?fth~;applicant
and serial.number,orinternatioDlil
applicath;lnIlumber of the applic,B.ti,<)n.
an extraJ}har:geaa set,fPrth,in § 1.Z1(f).
will be,made for the: tjrne:cqris1lDleci in
'making a search Jar such asaignme,nt.

':";~e~':~~1~Era~·~'1'~f:,t;t;~:~'~a1::~~I~~~~·~i"~~'
§:1.14. ·:Patem:appllcatloi'lspreserved In
secrecy. .

examining group to which the
reexa mina tionia ,8 saigned.

(e) Any request by a member of the
public seeking access to. or copies of.
any pending or abandoned application
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11. Section 1.25 is revised to read as
follows:

Coupons in-denominatione of.Iorty
cents and one dollar are sold by the
Patent and Trademark.Offlcefor the
convenience of-regular purohesers of
U.S. patents and-trademark.
regtstrationsr thesecoupons may not be
used for any other purpcee.The 4<kent
coupons are sold individually and in
books of 50 with stubs for record for $20.
Theone dollar coupons are sold
individually and in books, of 50 with
stubs forrecordJor $50.These coupons
are good until used; they may be
transferred but cannot be redeemed.

.10. Section 1.24 is revised to read as
follows:

§, 1.24., coupons.

01 Publication III OtfidsJGu6lte: FOr· Publi08
lion in lIle OfflCiafGazett~of.noOOa of 11\1
avajlability 01 an eppIi<;ation or I palenl for
licensing or aale, each 'PPlicalion or palenL.. 8.00

ill For I duplicale or repIaoemanf of a perma-
nent Offici user pass (Thenl Is no charge lor
lhe fif'$tpalJ'!I8J'l&nl ...-- pass) _••.•.•.•_ •._. 5.00

(II) For ilernt and t9Nie9l;. thaI lhe Oxnmls-
.sIoner Ilnd8 rrIllY be 8I.JPI)Iiad, lor·'o¥tIIcI1 f_
are not specified by !llaMe Ot by this. lI8C:"
lion. such .charg&s " may be delermiiled bV
the Commissioner WIIh r6spec1 to each llUCh
ilern or service._..._ ......._... ._.~•._•.•__...~. ••~ C06I

5.CO

10.00

10.00

''''

.CO

10.00

2-4.0<f.

".co

".co
so.co
es.oo

,"co

§1..25' DepoaltacccK.ln~-

(~) For the convenience ofattorIl,eys,
,~g.ent8,·and the general public in paying
~y fees due, in or<ieringservices
offeredby the OffIce, copies,of records,
etc, deposit accounte may be
established Ht the Patent and Trademark
Pfnce upon paYtllE!ntof the fee for
establishJng a deposit account
f§1.21(bl(l)).1\ minimum depoatt of $50
or more, depending on the activity of the
indivi,dual account, is required. At the
close of each m()nth's ~usiness, a
statement Willbe rendered. A
J:entittance must be made proIIlptly upon
,'~~ceiptofthe statement to cover .til,e
value oIitems or services ~argedto the
BCcOWlt and thus restore the account to
its established normal deposit value. An
amoWlt sufficient to cover all services,
cQpies,.etc.,reque'ste~ ~ustalways be
on'deposit. A service' charge
(§ 1.21(b){2))'willbe assessed for each
month that the balanc'eat the end of the

.month is below $40.
(bJ,Filing,issue, app~al,. international

,2?.99..r".iype,search.' rep()rt;:,inte:rnlltional
application processing, petition, and
post-issuancefees may be charged
against these accoWlts. A general

II) FOfll'lllinlainirig an~ or iuissuu piltent,
, excepl I designpaten!. baaed on an, applica- .

tion filId on or aIIer Daeember 12. 1980 and
befC;eAup 27•.1982.10 foroe b8yOOd 8"
years; ttlefee.ill~ by,;.oven years and sill
monlht liter the ,0figInalgrant ~ _..~ -400.00

(gL Rir 1l'IBInlaining. an or9fIII Ot .~
P-lIlenl,except. deaigrlPfltenl, bued on an
application IlIed on.Of .,~ Decembet12.
1980 and before August'Z7. '1992. In force,
beycnd 12 yara.;,ttle lee ill due by eleven
yeara and Ii>; monttl8 alter ItMllllV'Ml gmnl._ 600.00

(h) For maintaining an original Ot'·ral:s8I.ia
patent, except. I' dElelgn Ot pf/lI'Il patlInt,'
based on an applicltiQn Illed on Of· ene
August 27. 199-2. In force b8yord 4 yeaja;
the lea is due, bV Ihree yeara and six monthlI
attIt tile orIgioIf~

By I amau ent'Iy 111.9{")...•~~ ~.•~.~ ~ 200,00
Byo!Iler IIlan I 8ffilI/I ontity....._.__.~._•.••.•~... -400.00

{iI FormairJIaininQ anOf!ginaIor~ patent,
except I design or ptuTI patent, based 0l'I an
Ipplication fihd on or after August 21, 1982.
In ~.beyl:od S)'lllf8; the tee Is due by=ran and,1IDI; tI'lOIlIhB.aller!he original

By I amalIentity (§1.9(1)); •.•.•~~..~~,.- ~~,. -400.00
Sy o!har It.an I $l1'\8II.entity..~ _.. 500.00

(j) Formainte/flllg an orlginaJor reissue,palent.
excepl • iWJjjnor p1an1,patent, eesee on an
appbtlon li'lld Of) or atler Augu&l 21. 1982.
In force bvy~ 12 yeBI8; lhe.1eq ill,dt.leby
....en yean, and allI:rnonttls Bllar. tile orIgirlBI

"""Byl IIl'Illlontity (1'.9(1))................................. 500,00
Byoltlarlllan I srnaJIenlity.; ~.•;.•.•.._ __ 1200.00.

9; Section 1.21 is revised to read as
follows:

§ 1..21. M1aee-"aneoua fe8aaridctuu'Qes.

The Patent and Trademark Office bas
established' the following fees for the
services Indlcatedj

BNA's Patent, Trademark & Copyright Journal

(I) Reglstra!ll;ln of attorn8yt WId agetits;
(1) Forlldrnllalon 10 exanMnaIioIIlot mgill

IrIl.Iion IOptIClice. lee PlJYllbIe: 't4'O'I lip-
plicIllon.-,--.'....;.-'-.~.,;;.';.,.,..,~~~~•.,...

(2) Or! regiIlrItion .10practice _...,.-~_.;.;..:...;
131 ForroineWomonl \!) PtlIClloe.--,.-,--
(-4) For~ of goodltllndingaa ...

allOmey Ot agetIt_~_~...__:._'__.....;,..:.
(b) Depoalt~

(1) For~or~~. dIpoiIt
account__..,...__.~_~~.,_..~.__•.._...__

(2) 8erYlcI .charge for·1IllCh .monIti .IlItIel'I
the baIanolI II the 'end·of the month·"
below S-4O ~~._~.:.::;; •••~•.•••_~_••_....::.._~

(cj 0lId08In docI.mwrt: For1lIIng.1·~---_._.. ..;;......:.;~_..:._~;._---
(dl DaIIvary boll; Loc;aI delMIrj box rantal, par

1II"nUtn._.••_."._.-..;;'~~_~~.;~_.~-.:...;._••....;,
I~ lnIemallonal:-tYPe ..,-a, repotIS: For pre

paring ......~ ..wwd'I.rupor1 01
... 1n1u••1ioi1llll type~ made!N1hIl &lie
01 !till Ihl action on thI rnerita A • national
palent appIication.~-_..._._...._...~._~_.....-'--

(I) Search 01 omce I'9COlda: For MMd1Inli
Palenllr"d ~.otllce.f'GCOfdslorPi&'"
poses not 0IIletwlM IPtICiIied. per on&--hlllf
how, Ot IrIcIion tharaof .._•.__._._~~.~...~~_...~

(g) COpy machine .1Dk8ns: TQl<on tot COlJ'iing
~ elJd't _._~._.~•. ~.__ ._.

(ttl RecOn:ing of~-
(1) For rneordlng ..Baetl.1SlIIgnment. IIQfN

ment Of olhw papat reIIting 10 the prop-

'12I~~Yj!~~~&;',~,"~~
under paragi-aph' (h)(1) 01 \hi$ B-8Ction
rufvra.to more,than one patent or appll
Ollbon. lor ea.ctl additional patent Ot 8$)-
plicallon ........•.._ .._ .... _...

.co

0.10

,..,

•.co

,...

$1.00
'.CO

18;00

00.00

..co

...00

91.5/)
175.00

125.00

"'.CO

(a) Uncertified copies ofOffice dOClimanta:
(1) Printed copy 01 a palant, Including. a

design patenl. or defeoSiVepubiicalion
document, except lXllor,plant paltln1 .....~ .

(2)P!inted copy of a plant patanl.in,ooIor .
(3; Cupy of pal&"Is.pplic.;,1JOO as' mad.

$ac/l 50 pagas or l/action lhllfeol ..
(4), Copy o1patenl filaw:rBppar andean

tenia, aactl1OOpages.or fr&ction, lhQraol ..
(5) Copy 01 Office records. except as pro

vided H;I pafagraphs (e) (1) IIlroug/l (4) 01

(6)~~k':~em;;;-~:-;;;";;;;'
aoflChli, __ ~.

!b)ceresee copi6S OfOtllce l:IocurnSnts:
(1) For certifying OffIce records, p8l"'c«t!fl.:

cere.
(2)" For as8afCh 01~' raeortla,

abstractof,1ille and certificaIIon" per
patenl .~.....~--~.~.~....._~-_.._._._-

(3l For ~'coPiea ~~ by

::~~=~~:~~-~~.
(C)Subscriptlon 6efVicaa:

(1) S\bso1:rliOnOl'llGt8Iot pmIed CCIpiM,of
patents'a'~,annuaI,MNiee chIrge
lor entryof order and CWlIU<:Iae",",-~~

(2)'Fot'..... '1IUbaaipIIon kl eacl'IlId!Io
tiona!~ 'in 8CkIlIon' 10 "the on.
eover«l by, the lee ......~
~)(1}of_~~~.;;._

(d) LibraryseMce (35- u.s.c. 13):,'FOt proridIng
10libraries copinOf8ll pa*'l:sliauedlill1r1U-
ally. pol' annum~..,~_~..__..~....._;.__.~;~..;..__..

(fIllAteof patenta Ineubelasa;
11)For lIslof all Unlled,Statea~ n a

subclass; per 100 jlaIn lUIIbera Ot .
fraction lhereoI~~'..;~.~'._.~::..._...~.~__._

(2) FOt I$l of United StMei petenta.lI'i I
subclasa ',limited 'by ,date Ot ",palent
number. per SO pa1ent number'sOt fmo.
tion 'lIlelooI •.•~~~~.:....~._..._ ...._. ..._ ..~. '

TEXT

:lbf::is&..e 100 lOr issuing' 8 '~ign 'palBnt:
By a 6m8I1en\ily' (§ 1.9(1))...
8y oIlier than a small enlity

1~116S<>8 foo lor issUinga planfpaulfIl:
8y a &mall anlity I§ 1.9(1))..
8y Ollltlf 1.I1an a small anlity.,

§ 1.19 Document suppfy fees.

The Patent and 'I'rademark Offlce will
supply copies of thefolloWillg'
documents upon pafmen( ofthe fees
indicated: .

a.'A new§ 1.20 is addedwhich,reads'
as follows:

§ 1.20 Pcm-iuuance fee..

Ill) For..proyicIngaCIIttI!ICIle' 01 COI'rIClion 01
applicant'a mistake 111.323l _ __ 14D.00

(I) Petition lor COfTectlon of Invenlorship In
paten! (11.324)~.~~ _ 120.00

(cl FOt filing a reqoost lor rooxamlliatiQn
(ll.510(a)} _ _ 1.500.00

(d) Fot filing each 81alulory disclaimer (§ 1.321):
~ I ameli entity (ll,9{1))... 25.00
By'oIh« 1hWt1 tmaII erility.......... _._............... SO.OO

~}!)~,.~-~~~,,'-,:,
~lIon filed on or liter Dacernbet 12.
1960 Ir"d~~ 27. 1962, In Ioroe
beyond" yeaJa; tna'ee it duo) by lhre8yeara
and Ii>; I'!>Ol'IlhlI a/IerltMloriQinal gran! 200,00

r. A new § 1.19 is added which reads
as follows:
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authorization to charge all fees, or only
certain fees, set forth in §§ 1.16 to 1,18 to
a deposit account may be filed in an
individual application, either for the
entire 'pendency of the epplicatlcn or
with respect to a particular paper filed.
An authorization to charge to a deposit
account the fee for a request for
reexamination pursuant to § 1.510 and
any other fees required in a
reexamination proceeding in a patent
may also be filed with the request for
reexamine lion. .
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Office shall forward notice of the filing
of the application to the inventor at the
address slated in the application. Should
such notice be returned to the Office
undelivered, or should the address of
the inventor be unknown, notice of the
filing of the application shall be .
published in the Official Gazette. The
inventor may subsequently join in the
application on filing an oath or
declaration of the character required by
§ r.es. A patent may be granted to the
inventor upon a showing satisfactory to
the Commissioner.

15. Section 1.51 is amended by
revising paragraph (a)(4) and by adding
a new paragraph (c) to read as follows:

§l.Sl General requisites of an application.
[a] •••
(4) The prescribed filing fee, see § 1.16.

•
(dl An epplioetion.Including.a.signed, ,

oath or declaration may be filed in a
language other than Bngheh if it is
eooompanied by the fee set forth in
§ 1.17{k].A verified English translation
of the non-English language application
is required to be filed with the

(c) Applicants may desire and are
permitted to file with, or in, the
application an authorization to charge.
atany time during the pendency of the
application, any fees required under any
of §§1.16 to 1.18 to a deposit account
established and maintained in
accordance with § 1.25.

16. Section 1.52 is amended by
revising paragraph (a) and by adding a
new paragraph (d) to read as follows:

§ 1.52 Language. paper, wrltlng, margins.
(a) The application, any amendments

or corrections thereto, and the oath or
declaration must be in the English
language except as provided for in.§·1.69
and paragraph (d) of this section, or be
-accompanied by a verified translation of
'the application and a translation of any
corrections or amendments into the
English language. All papers which are
to become a part of the permanent
records of the Patent and Trademark
Office must be legibly written, typed, or
printed in permanent ink or its
equivalent in quality. All of the
application papers must be presented in
a form having sufficient clarity and
contrast between the paper and the
writing, typing, or printing thereon to
permit the direct reproduction of readily
legible copies in any numberby use of
photographic, electrostatic, photo-offset,
and microfilming processes. If the
papers are not of the required quality,
substitute typewritten or printed papers
of suitable quality may be required.
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.application may be amended to include
all the joint inventors upon filing of a
petition including a statement of the
facts verified by, and an oath or
declaration as required by § 1.65
executed by all the actual joint
inventors, along with the required fee
(§ 1.17(h)), provided the amendment is
diligently made. Such amendment must
have the written consent of any
assignee.

14. Section 1.47 is revised to read as
follows:

§ 1.47 Filing when an Inventor refuses to
sign or cannot be reached.

(a) If a joint inventor refuses to join in
an application for patent or cannot be
found or reached after diligent effort, the
application may be made by the other.
inventor on behalf of himself or herself
and the omitted inventor. The oath or
declaration in such an application must
be accompanied by a petition including
proof of the pertinent facts and by the
required fee (§ 1.17(h)) and must state
the last known address of the omitted
inventor. The Patent and Trademark
Office shall forward notice of the filing
of the application to the omitted
inventor at said address. Should such
notice be returned to the Office
undelivered, or should the address of
the omitted inventor be unknown, notice
of the filing of the application shall be
published in the Official Gazette. The
omitted inventor may subsequently join
in the application on filing an oath or
declaration of the character required by
§ 1.65. A patent may be granted to the
inventor making the application, upon a
showing satisfactory to the
Commissioner. subject to the same
rights. which the omitted inventor would
have had if he or she had been joined

(b) Whenever an inventor refuses to
execute an application for patent, or
cannot be found or reached after
diligent effort, a person to whom the
inventor has assigned or agreed in
writing to assign the invention or who.
otherwise shows sufficient proprietary
interest in the matter justifying such
action may make application for patent
on behalf of and as agent for the
inventor. The oath or declaration in such
an application must be accompanied by
a petition including proof of the
pertinent facts and a showing that such
action is necessary to preserve the rights
of the parties or to prevent irreparable
damage, and by the required fee
(§ 1.17(h)) and must state the last k110Wn
address of the inventor. The assignment,
written agreement to assign or other
evidence of proprietary interest, or a
verified copy thereof. must be filed in.
the Patent and Trademark Office. The
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12. Section 1.26 is revised to read as
follows:

§ 1.26 Refunds.

(a) Money paid by actual mistake or
in ~xceM, such as a payment not
required by law, will be refunded, hut a
mere change of purpose after the
payment of money, as when a party
desires to withdraw an application, an
appeal. or a request for oralhearing, will
not entitle a party to demand such a
return. Amounts of one dollar or less
will not be returned unless apeciflcally
demanded within a reasonable time, nor
will the payer be notified of such
amount; amounts over one dollar may
be returned by check or, if requested, by
credit to a deposit account.

[b) [Reserved]
(c) If the Commissioner decides not to

institute a reexamination proceeding, a
refund of $1,200.00 will be made to the
requester of the proceeding,
Reexamination requesters should
indicate whether any refund should be
made by check or by credit tQ. a deposit
account.

13. Section 1.45 is amended by
revising paragraphs (b) and (c) to read
as follows:

§ 1.45 Joint Inventors.

(b) If an application for patent has
been made through error and without
any deceptive intention by two or more
persons as joint Inventors when they
were not in fact joint inventors, the
application may be amended to remove
the names of those not inventors upon
filing of a petition including a statement
of the facts verified by all of the original
applicants, the required fee(§ 1.17(h)),
and an oath or declaration as required
by §1.65 by the applicant who is the

"actual inventor. provided the
"amendment'ia dHigentlymads,Such
amendment must have the written
consent of any assignee.

(c) If an application for patent has
been made through error and without
any deceptive Intention by less than all
the actual joint inventors, the



plaims in relation to which it is being
conside~d. '

§ U03 Suspension et aeucn.

(a) Suspension ofaction by the Office
wtll be granted for good 'and' sufficient
cause and for a reasonable time
specified upon petition by the applicant
and,i~ s~~~fause Is not the fault ofthe

" __ '0 Offi'ce;'-the:paYfil¢iit':of'the fe'e's-et'f,b"rth"
in § 1.17(i). ActionwilInot beauepended
when a response by'the appllcant to an
Offic_e action is required.

(b) If action 'bytbeOffice on an
applica tion is susJlencied when net

[c) Apetition to make an application
special may be filed without a fee if the
basis for-the petition is the applicant's
age or health or that the invention will
materially enhance the quality of the
environment or materially contribute to
the development or ccnservatlon of
energy resources.

(d) A petition to make an application
special on grounds other than those
referred to in paragraph [e) ohms
section must be accompanied by the
petition fee set forth in § 1,17(i)-.

23. Section1:103.is ,amended by
revising paragraphs (a) and (b) to read
as follows:

\
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.20. Section t.as Ie revtsed to read 8S
follows:

§ 1.85 ·tnfonnal drawings.

_'The requirements ()f § 1.64 relating to
drawings will be ,strictly enforced. A
dr~~ing not executed in conformity
thereto. If sutteble :f()rreproduction..may
be admitted but in such case the
drawing must be corrected or anew one
furnished.' as required.

§ 1.116 [Removed]

21. Section 1.86 is removed.

22. Section 1.102 is arnended by
re,\i,sing paragraph ~aJ and adding new
paragraphs (c) and [dl toread as
follows:

§ ~.•102 Advancement of examination.

(a) Applications will not be advanced
out-of turn for examination or for further
ection except aa provided by this part.
or upon order of the Commissioner to
expedite the business of the Office. or
upon filing of.a request under paragraph
(b1of this section or upon filing .a
petition under paragraphs (c) or (d) of
this section with a verified showing
which, in the opinion of the
C()mmissianer, will' justify so advancing
it. '
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affirmation shall be valid as to
execution if it complies with the lawsof
the State or country where made. When
the person before whom the oath Of
affirmation is made in this country Is not
provided with a seal, his official
character shall be established by
competent evidence, as by a certificate
from a clerk of a court of record or other
proper officer having a seal.

(b) When the oath is taken before an
officer in a country foreign to the United
States, any accompanying application
papers, except the drawings, must be
attached together with the oath and a
ribbon passed one or more times
through all the sheets of the application.
except the drawings, and the ends of
said ribbon brought together under the
seal before the latter is affixed And
Impressed. or each sheet must be
impressed with the official seal of the
officer before whom the oath is taken.lf
the papers as filed are not properly
ribboned or each sheet impressed with
the seal, the case will be accepted for
examination. but before it is allowed•
duplica te papers. prepared in
compliance with the foregoing sentence,
must' be filed.

19. Section 1.75 is amended by
revising paragraph (c) to read as
follows: '

§ 1.75 Clalm(s).

(c) One or more claims may be
presented in dependent form, referring
back to and furthea limiting another
claim or claims in the same application.
Any dependent claim which refers to
more than one other claim ("multiple
dependent claim") shall refer to such
other claims in the alternative only. A
multiple dependent claim shall not serve
as a basis for any other multiple
dependent claim. For fee calculation
purposes under § 1.16, a multiple
dependent claim willbe considered to
be that number of claims to which direct
reference is made therein. For fee
calculation purposes. also, any claim
depending from a multiple dependent
claim will be considered to be that
number of claims to which direct
reference is made in that multiple
dependent claim. In addition to the other
filing fees, any original application
which is filed with, or is amended to
include, multiple dependent claims must
have paid therein the fee set forth in
§1.16{dJ. Claims in dependent form
'i1haU'btn:onsi'riie'd 'to ;iilclude'alf'llie'
limitations of the claim incorporated by

"reference into the dependent claim. A
multiple dependent claim shall be
construed to incorporate by reference all
the limitations of each of the particular
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Ibl An applicant may claim the benefit
of the filing date of a prior foreign
application under the condtttone

.apecified in3S U.s.C.·119. The claim to
priority need be in no special form and
may be made by the attorney or agent if

.11).e, foreign applica tion ts referred. to in
'the oath or declaration as required by
§ 1.65. The claim forpriorily and the
certified copy of the foreign application
specifled ill the second paragraph of3!j
U:S.c. 119 must. be ftled in the caeeof
interference (§ 1,224};when necessary-to
overcome the date of a reference relied
upon by the examiner: or when
specifically required by the examiner;
and in ali other cases they must be filed

. not later than the dale the issue fee is
paid. If the papers filed 'are not in the
English language..a translation need not
be filed except in the three particular
instances specified in the preceding
sentence, in which event a sworn
translation or a translation certified as

. accurate by a sworn or official
translator must be filed. If the priority
papers are submitted alter.the date the
'issue fee is paid. they must be .
accompanied by a petition requesting
their entry and the fee set forth in
§ 1.17(;].

application or within such time as may
~~ set by the.Offlce.

17; Section 1.55 is amended by
revising paragraph (bl to read as
follows:

§ 1.55 $erial number and IlIlngdate of
application.

TEXT

210

18. Section 1.66 is revised to read as
follows:

§1~66Off1cersauthorized to administer
oaths.

(a) The oath or affirmation may be
made before any person within the
United States authorized bylaw to

.edrmnlster oaths. An oath made in a
foreign country may be made before any
diplomatic or consular officer of the
United States authorized to administer
08 the. or before. any officer having an
official seal and authorized to
administer oaths in the foreign country
in which the applicant maybe, whose
authority shall be proved by a certificate
of 8 diplomatic or consular officer of the
United Slates, or by an apoatille of an
official designated by a foreign country
which, by treaty or convention. accords

'"III{ftef(ecfYitapo's t'lHes"'oraes'ig'nafeo' ......,-,
officials in the United Slates. The oath
shall be attested in all cases in this' and
other countries, by theproper official
seal of the officer before whom the oath
cr affirmation is made. Such oath or .



requested by the applicant. the applicant 27.Section 1.136 is revised to read ae
shall be notifled.of.the reasons therefor. follows:.
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registered to practice before the Patent
and-Trademark Office.'

(b) An application unintentionally
abandoned for failure to prosecute may
be revived as a pending application if
the delay was. unintentional. A petition
to revive an unintentionally abandoned

; application must be filed within one
year of the date on which the
application became abandoned or be
filed within three months of the date of
the first decision on a petition to revive
under paragraph (a) of thisaectton
which was filed within one year of the

-edete of abandonment of the application.
A petition to,revive an unintentionally
abandoned application must be
accompanied by (1) a statement-that the
abandonment was-unintentional, (2) a
proposed response unless it has been
previously filed, and (3) 8 petition tee as
set forth in § 1.17{m). Such statement
must be a verified statement if made by
a person not registered to practice
before the Patent and Trademark Office.
The Commissioner may require
additional information wbere there is a
question whether the abandonment was
unintentional. The three month period
set forth in this paragraph maybe
extended under the provisions of
§1.136(a), but no further extensions
under § 1.136(b)will be granted.
Petitions to the Commissioner under
§ 1.183 to waive any time periods for
requesting revival of an unintentionally
abandoned application will not' be
considered. but will be returned to the
appliGant.

(c) Any petition pursuant to paragraph
(a) of this section not filed within six
months of the date of abandonment
must be accompanied by a terminal
disclaimer with fee under § 1.3"21
dedicating to the public a terminal part
of the term of any patent granted
thereon equivalent to the period of
abandonment of the application.

29. Section 1:155 is revised to read as
follows:

§1~155 Issue and term of design patents.

(8) If, on examination, it shall appear
that the applicant is entitled to a desi~~

patent under the law, a notice of
allowance will be sent to the applicant,
or applicant's attorney or agent. calling
for the payment of the issue fee
(§ 1.18{b)).If thlsIesue fee is not paid
within 3 months of the date of the notice
ofallowance. the application shall be
regarded as abandoned,

(b)
payment of Issue fee
months after the mailing of notice
allowance as though no abandonment
had ever occurred if upon petition the
delay in payment is shown to have been

BNA's PATENT, TRADEMARK & COPYRIGHT JOURNAL

, 1;~~, f=1IIr:tt1 ofUmely responses Wlttl
'petition and fee for extension.of time and

:'exteMJona of time for eauee,

(a) If an applicant is required to
respond within.a non-statutory or
ahcrtened statutory time period,
applicant may respond up 10four
months"'after the time period set if a
petitionfor an extension of time and the
fee set In §l.17 are filed prior to or with
the response: unless (1) applicant is
notified otherwise in an Office action pr
(2) the application is involved in an
interference declared pursuant to
§ 1.207. The date on which the response.
the petition, and the fee have been filed
is the date of the response and also the
dale for purposes of determining the
period of extension and the
corresponding amount of the fee, The
expiration of the time period is
determined by the amount of the fee
paid. In no case mayan applicant
respond later than the maximum time
period set by statute. or be granted an
extension of time under paragraph (b) of
this section when the provisions of this
paragraph are available.

(b) When a response with petition and
fee for extension of time cannot be filed
pursuant to paragraph (a) of this section.
the. time for response will be extended
only for sufficient cause, and for a
reasonable time specified. Any request
for such extension must be filed on br.'
before the day on which action by the
applicant is due, but in no case will the
mere filing of the request effect any
extension. In no case can anyextension
carry the date on which response to an
Office action is due beyond the
maximum time period set by statute or
be granted when the provisions of
paragraph (a) of this section are
available. See § 1.245 for extension of
time in interference proceedings.

28. Section 1.137 is revised to read as

I
follows:

. § 1.137 Revival of abandoned application.

, (a) An application abandoned for
failure to prosecute may be revived as l:l
pending application if it is shown to the
satisfaction of the Commissioner that
the delay was unavoidable. A petition to
'revive an abandoned application must
be promptly filed after the applicant is
notified of, or otherwise becomes aware
of. the abandonment, and must be
acoonipanled by a showing of the cauaea"
of the delay, by the proposed response _
unless it has been previously filed, and
by the petition fee sat forth in § 1.17(1).
Suchshowirig must be a verified
showing if made by a person not
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;24~ Section 1.104 is emended-by
revising paragraph (d) :to read as
follows:

§,1.104 Nature of e.xammation; oxamlner's
aCtIon.

(d) Any national application may.else
have an tntemattonal-type ecaroh report
prepared thereon at the time ofthe
national examination on the merits.
upon speciflcwritten requeettherefcr
and payment of the international-type
search report fee. :SeE! §:1.21(e) Jar

, amount, of fee fO,rpreparati0ll,pf
International-type search report.
• •

25.Section 1.134 is added and reads
as follows:

-§ 1.134 Time perlodf()r r~s~nse'toa"
OfflceactJon:: ,":' "",' ,

An Office action will notify the
applicant of any non-statutory or
shortened statutory time period set for
response to an Office action; Unless the
applicant is notified in,writing that
response is required in less than, six
months, a maximumperiod ofsix
"months is allowed.

aa. Section 1.135 is amended by
revising paragraphs (a), (b) and (c) to
read as follows:

§ 1.135,Abandonmentf~ faUureto~

respond WIthintI~period.
(a) If anapplicaIltof,ll,Pat'ent

appllcaticn.faila to respond within-the
time period provided undern 1.13:4 and
1.136, the application will become
abandoned unless an Office action
indicates otberwlae.

(b) Prosecution of an application to
save it from abandonment pursuant to
paragraph[a) of this section must
Include such complete and proper action
as the condition of the. case may require.
The admission of an amendment not
responslve to the lasj Offlce action, or
refusal to admit theaame, and any
proceedings relative thereto;' shall not
operate to save the application from.
abandonment.

(6)When action by, theepphcant is a
bona fide attempt to respond andto
advance.the case to final action, and is
substantially a complete response to the
Office action, but consideration of some
matter or compliance with some
r'e'qiiulirrient'ha's,:beeiimadvertently'"
omittedopportunity toexplainand :
supply the omlealonmay.be given before
the question (If abandonment ia
considered. '
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unavoidable. The petition to accept-the
delayed payment must be-promptly-filed
after the applicant is notified of; or
otherwise becomes aware of. the
abandonment. and must be
accompanied by [L] the issue fee. unless

. it has been previously submitted. (2) the
fee for delayed payment{§ 1.17(1));and
(3) a showing that the delay was
unavoidable. Such showing must be a
verified showing if made by a person
not registered to practice before the
Patent and Trademark.Office.

(e) The Commissioner may. upon
petition. accept the payment of the issue
fee later than three months after the
mailing of the notice of allowance as
though no abandonment had ever
occurred if the delay in payment was

. unintentional. The petition to accept the
delayed payment must be filed within
one year of the date on which the
application became abandoned or be
filed within three months of the date of
the first decision onapetition under
paragraph (b) of this section which was
filed within one year of the date of
abandonment of the application. The
petition to accept the delayed payment
must be accompanied by (1) the issue
fee. unless it has been previously
submitted, (2) the fee for unintentionally
delayed payment (§ 1.17(m)). and (3) a
statement that the delay was
unintentional. Such statement must be a
venfled statement ff made by a person
not registered to practice before the
Patent and Trademark Office. The
Commissioner may require additional
information where there is a question
whether the abandonment was
unintentional. The three-month period
from the date of the first decision
referred to in this paragraph may be
extended under the provisions of
§ 1.136{a],but no further extensions
under § 1.136(b) will be granted.
Petitions to the Commissioner under
§ 1.183 to waive any time periods for
requesting revival of an unintentionally
abandoned application will not be
considered, but will-be retumed to the
applicant.

(d) Any petition pursuant to
paragraph {bJ of this section not filed
within six months of the date of
abandonment must be accompanied by
a terminal disclaimer with fee under
§1.321dedicating to the public a
terminal part of the term of any patent
granted thereon equivalent to the period
of abandonment of the-application.

(b] The drawing may be in color and
when color is a distinguishing
characteristic of the newvariety. the
drawing m;ustbe ill color. Two ooples of
color drawings, must be aubmttted. Color
drawingsmaybe made ei,ther in
permanent water color or oil. orIn lieu
thereof may be photographs made by
color photographyor properly colored
on sensitized paper.Permanently
mounted color photographs are
acceptable. The paper in any case must
correspond in size. weight and quality to
the paper required for other drawings.
See § 1.84.

31. Section 1.171 is revised to read as
follows: .

§1.171 Application tor reissUe•

An appllcatlon fur reissue must
contain the same parts required for an
application for an original patent.
complying with all the rules relating
thereto except as otherwise provided,
and in addition, must comply with the
requirements of the rules relating to
reissue applications. The application
must be accompanied by a certified
copy of an abstract of title or an,order
for a title report accompanied by the fee
set forth In § 1.19[b][2), to be placed In
the file, arid by an offer to surrender the
original patent (t 1.178J.

32. Section 1.1" is revised to read as
follows:

§ 1.117 ReIa8Ue In cIvJsionI,.

The Commissioner may, in his orher
discretion. cause several patents to be
issued for distinct and separate parts-of
the thlngpatented. upon demand of the
applicant, and upon payment of the
required fee for each division. Each
division of a reissue constitutes the
subject of a separate specification
descriptive of the pert or parts of the
invention claimed in such division: and
the drawing may represent only such
part or parts, subject to the provisions of
§§ 1.83 and 1..84. On filing divisional
reissue applications. they shall be
referred to the Commissioner. Unless
otherwise ordered by the Commissioner
upon petition and payment of the fee set
forthin 11,t7(i),all the divisions of a
reissue will issue simultaneously, If
there beany controversy as to one
division. the others will be withheld
from issue until the controversy is
ended, unless the, Commissioner shall
otherwise order.

(0) Where a fee is_ required for II
petition to the Comritissioner the
appropriate section of this part will so
indicate. If any requiredfee does not
accompany the petition. the petition will
be dismissed.

(gjThe'Commissioner may delegate to
appropriate Patent and Trademark
Office officials the determination of
petitions.

34. Section 1.182 is revised to read as
follows:

§ 1.182 QUestions not specifically
provided tor.

All cases not specificdly provided for
in the regulations of this part will be
decided in accordance with the merits of
each case by or under the authority of
the Commissioner, and nuch deciaion
will-be communicated to the interested
parties in w;riting. Any petition seeking a
decision under this section muatbe
accompanied by the petltion fee set
forth in § 1.17(h),

35. Bectloa 1.183 is revised to read as
follows:

§ 1.183 Suspension of rules.
In an extraordinary situation. when

justice requires, any requirement of the
regulations in this part which is nota
requirement of the statutes may be
suspended or waived by the
Commissioner or the Commissioner's
designee, sua sponte, or on petition of
the lcterestedpartgeubject to such
other requirements as may be imposed.
Any petition under this section must be
accompanied by thepetitlon fee set
forth In I U7(h),

36. Section 1.191 is amended by
revising paragraph (alto read as
follows:

§ 1.191 Appeal 10Board of Appeals.
(a) Every applicant for a patent or for

reissue of a patent, or every owner of a
patent under reexamination. any of the
claims of which have been 'twice
rejected. or who has been gtven a final
rejection (§1.113), may. upon the
payment of the fee set forth in § 1.17(e),
appeal from the decision of the
examiner to the Board of Appeals within
the time allowed for response.

• •
37.Section 1.192 is amended by

revising paragraph (a] to read as
follows:

follows:

§ 1.165 "Drawings.

9-23-82
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revising paragraphs (d) and (g] read
as follows: .

§ 1.181 Petitton to the Commissioner.

BNA's Patent, Trademark & Copyright Journal

raj The
months from
appeal under
reissue
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pe ti tion'by theapplicant requesting
deferral of the issuance ofa patent m__ust
be accompanied by the fee set forth in
§ 1.l7(i} and must include a showing of
good and sufficient reasons why it is
necessary to defer issuance of the
patent.

51. Section 1.316 is revised to read as
follows:

213

§ 1,316 Application abandoned for failure
to pay IsSue fee.

(a) If the issue fee is not paid within 3
months from the date of the notice of
allowance, the application will be
regarded as abandoned, Such an
abandoned application will not be
considered as pending before the Patent
and Trademark Office.

(b) The Commissioner may accept the
payment of the issue fee later than three
months after the mailing of the notice of
allowance as though no.abandonment
had ever occurred if upon petition the
delay in payment is shown to have been
unavoidable. The petition to accept the
delayed payment must be promptly filed
after the applicant is notified of. or
otherwise becomes aware of, the
abandonment, and must be
accompanied by (1) the issue fee, unlesa
it has been previously submitted. (2) the
fee for delayed payment (§ 1.17[lJl. and
(3) a showing that the delay was
unavoidable. Such showing must be a
verified showing if made by a person
not registered to practice before the
Patent and Trademark Office.

(c) The Commissioner may, upon
petition, accept the payment of the issue
fee later than three months after the
mailing of the notice of allowance as
though no abandonment had ever
occurred if the delay in payment was
unintentional. The petition to accept the
delayed payment must be filed within
one year of the date on which the
application became abandoned or be
filed within three months of the date of
the first decision on a petition under
paragraph (b) of this section which was
filed within one year of the date of
abandonment of the application. The
petttion.tc accept the delayed payment
must be accompanied by (1) the issue
fee. unless it has been previously
submitted. (2) the fee for unintentionally
delayed payment (§ 1.17(m)}.and (3) a
statement that the delay was
unintentional. Such statement must be a
verified statement if made by a person
not registered to practice before the

,."y.atentap.dJ'raQ!lm,arKQffic~,. Th;e
Commissioner-may reqUJre addid;)'nal""
information where there is a question
whether the abandonment was
unintentional. The three-month period
from the date of the first decistcn
referred to in this paragraph may be

BNA's patent, Trademark & Copyright .Journat

§ 1.312 Amendments after allowance.
(a) No amendment.may be made as a

matter ofright in an application after the
mailing of the notice of allowance. Any
amendment pursuant to this paragraph
filed before the payment of the issue fee
maybe entered on the recommendation
of the primary examiner. approved by
the Commlsslouer. without withdrawing
the case from issue.

(h) Any amendmerit pursuant to
paragraph (a) of this section filed after
the date the issue fee is paid must be
accompanied by a petition including the
fee set forth in § 1.17(i}and a showing of
good and sufficient reasons why the
amendment is necessary and was not
earlier presented.

49. Section 1.313 is revised to read as
follows:

§ 1.313 Withdrawal from luue.
(a) Applications may be withdrawn

from issue for further action at the
initiative of the Office or upon petition
by the applicant. Any such petition by
the applicant must include a showing of
good and sufficient reasons why
withdrawal of the application is
necessary and, if the reason for the
withdrawal is not the fauItof the Office,
must be accompanied by 'the fee set
forth in § l.17(j). If the application is
withdrawn from issue. a new notice of
allowance will be aent.if the application
is again allowed. Any amendment·
accompanying apetition to withdraw an
application from issue must comply with
the requirements of § 1.312.

(b) When the issue fee has been paid.
and the patent to be issued has received
its issue date and patent number. the
application will not be withdrawn from
issue for any reason except (1) mistake
on the part of the Office. (2) a violation
of § 1.56 or illegality in the application.
(3) unpatentabillty of one or more
claims. or (4) for interference.

50. Section 1.314 is revised to read as
follows:

mailing of the notice of allowance.
Where an authorization to charge the
issue fee to a deposit account has been
filed before the mailing of the notice of

.allowance. the issue fee will be
automalicallycharged to the deposit
account at the time of mailing the notice
of allowance. '

48. Secttont.atz is revised to read as
follows:

--"--§"1~314"issuance~of'pate;:Jt.'
If payment of the issue fee is timely

made, the patent will issue in regular
LQUfSe unless (a) the application is
withdrawn from issue U 1.313) or (b)
issuance of the patent is deferred. Any

9-23-82

47. Section 1.311 is revised to read as
follows:

46. Section 1.304 is amended by
revising paragraph (a) to read as
follows:

§ 1.304 nme for appeal or civil action.
[a) The time for filing the notice and

reasons of appeal to the U.S. Court of
Appeals for the Federal Circuit (I 1.302)
or for commencing a civil action
[§ 1.303) is sixty days from the date of
the decision of the Board of Appeals or
the Board of Patent Interferences. If a
request for rehearing or reconsideration.
or modification of the decision. is filed
within the time provided pursuant to
§ 1.197(b) or § 1.256(b), the time for filing
an appeal or commencing a civil action
shall expire at the end of the sixty-day
period or thirty days after action on the
request, whichever is later. The time
periods set forth herein are subjcctto
the provisions of § 1.136.

§ 1.292 'Public use proceedings.

(a) When a petition for the instittition
of public use proceedings. supported by

. affidavits or declarations and the fee set
forth in' § 1.17m is filed by one having
information of the pendency of an
application and is found. on reference to
the primary examiner. to make a prima
facie showing that the invention
involved in an interference or claimed in
'an epplication believed to be on file had
been in public use or on sale one year
before the filing of the applies tion, or
before the date alleged by an interfering
party in his or her preliminary statement
or the date of invention established by
such party, a hearing may be had before
the Commissioner to determine whether
a public use proceeding should be
instituted. If instituted. times may be set
for taking testimony, which shall be
taken as provided by U 1.271 to 1.286.
The petitioner will be heard in the
proceedings but after decision therein
will not be heard further in the
prosecution of the application for patent.

§ 1.311 Notice of aUowance.
(a) If, on examination. it shall appear

that the applicant is entitled to a patent
under the law. a notice of allowance will
be sent to applicant at the
correspondence address indicated in
§ 1,33, calling for the payment of a
specified sum constituting the issue fee

'"~"" ..« §'-l:1Bkwhich ehell-be patd withi11:'3'
months from the date of lite maiUng rif
the notice of allowance.

(b) An authorization to charge the
Issue fee (§ l.la} to a deposit account
may be 'filed in an Individual
application. either before or after
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extended under the provisions of
§ 1.136(aJ. but no further extensions
under§ 1.136{b] will be granted.
Petitions to the Commissioner under
§ 1.183 10 waive any time periods fer
requesting revival of an unintentionally
abandoned application will not be
considered. but will be returned to the
'applicant.

[d] Any petition pursuant to
paragraph (b) of this section not filed
within six months of the date of
abandonment must be accompanied by
a terminal disclaimer with fee under
§ 1.321 dedicating to the public a
terminal part of the term of any patent
granted thereon equivalent to the period
of abandonment of the application.

52. Section 1.317 is revised to read 85

follows:

§ 1.317 Lapsed patents; delayed payment
of balance of Issue fee.

(a) If the issue fee was paid prior to
October 1. 1982. any remaining balance
of the issue fee is to be paid within three
months from the date of notice thereof
and. if not paid. the palent will lapse at
the termination of the three month
period.

[b] The Commissioner may accept the
payment of the remaining balance of the
issue fee later than three months after
the mailing of the notice thereof as
though no lapse had ever occurred if
upon petition the delay in payment is
shown to have been unavoidable. The
petition to accept the delayed payment
must be promptly filed after the
applicant is notified of. or otherwise
becomes aware of. the lapse. and must
be accompanied by (1) the "remaining
balance of the issue fee. unless it has
been previously submitted. (2) the fee

. for delayed payment (§ 1.17(1)). and (3)
a showing that the delay was
unavoidable. Such showing must be a
verified showing if made by a person
not registered to practice before the
Patent and Trademark Office.

(c) The Commissioner may. upon
petition. accept the payment of the
remaining balance of the fee later than
three months after the mailing of the
notice thereof as though no lapse had
ever occurred if the delay in payment
was unintentional: The petition to
accept the delayed payment must be
filed within one year of the date on
which the patent lapsed or be filed
within three months of the date of the
first decision on a petition under
p'ar,rg'ra'p'h'-'(h) 'pr-L1iis"lfecliorfwhit:h 'was"
filed within one year of the date of·lapse
of the patent. The petition to accept the
delayed payment must be accompanied
by (1) the-remamirigbalance of the issue
fee. unlesaIt bas been previously

submitted. {2] the fee for unintentionally
delayed payment (I 1.17(m)),and{3) a
statement that the delay was
unintentional. Such statement must be a
verified statement if made by a person
not registered to practice before- the
Patent and Trademark Office. The
Commissioner may require additional
information where there is a question

"whether the delay in payment was
unintentional. The three-month period
from the date of the first decision
referred to in this paragraph may be
extended under the provisions of
§ 1.136(a). but no further extensions
underj 1.136(bJ will be granted.
Petitions to the Commissioner under
§ 1.183 to waive any time periods for
requesting acceptance of an
unintentionally delayed payment will
not be considered. but will be returned
to the applicant.

(d) Any petition pursuant to
paragraph (b) of this section not filed
within six months of the date of lapse
inust be accompanied by a terminal
disclaimer with fee under § 1.321
dedicating to the publica terminal part
of the term of the patent equivalent to
the period of lapse of the patent.

53. Section 1.321 is revised to read as
follows:

§ 1.321 .Statutory d*laImer.

(a) A dlsclefmer under 35 U.S.C. 253
'must be accompanied by the fee set.
forth in § 1.20{d} and identify the J?atent
and the claim or claims which are
disclaimed. and be signed by the person
making the disclaimer. who shall state
therein the extent' of his or her interest
in the patent. A disclaimer which is not
a disclaimer of a complete claim or
claims may he refused recordation. A
notice of the disclaimer Iepubliahed in
the Official Gazette and attached to the
printed copies of the specification. In
like manner any patenteeor applicant
may disclaim or dedicate to the public
the entire term. or any terminal part of
the term. of the patentgranted or to be
.granted.

(b] A terminal disclaimer. when filed
in an application to obviate a double
patenting rejection. must be
accompanied by tbefee set forth in
§ 1.20(d) and include a provision that
any patent granted on that application
shall be enforceable only for and during

n"suchperiodthat said patent is
commonly owned With the application
or.patent whlch formed the basis for the
rejection.

54. Section 1.324 is revised to read 8S

'cllowe.

§ 1.324 CorrecUonof lnventorshlp In
patent.

Whenever a patent is issued and it
"appears that there was a misjoinder or

nonjoinder of inventors and that such
misjoinder or omission occurred by error
and without deceptive intention, the
Commissioner may. on petition of all the
parties and the assignees and
satisfactory proof of the facts and
paymenLof the fee set forth in § 1.20{b).
or on order of a court before which such
matter is called in question. issue a
certificate deleting the mlajofned
inventor from the patent or adding the
non-joined inventor to the patent.

55. Section 1.331 is amended by
revising paragraph (8) to read as
follows:

§ 1.331 Recording of assignmenta.
(a) Assignments. including grants and

conveyances. of patents. national
applications. or international
applications which designate the United
States of America. will be recorded in
the Patent and Trademark Office under
35 U.S.C. 261. Other instruments
affecting title to a patent. a national
application. or an international
application which designates the United
States of America. and licenses-even
though the recording thereof may not
serve as constructive notice under 35
U.S.C. 261. will be recorded as provided
in this section or at the discretion of the
Commissioner. Any instrument to be
recorded, except those under Part 7 of
this title. must be accompanied by the
fee set forth in § 1.21(hJ.

56. Section 1.332 is revised to read as
follows:

§ 1.332 Receipt and recording.
Assignments are recorded in regular

order as promptly as possible. andthen
transmitted with the date and
identification of the record stamped
thereon to the persons entitled to them.
The date of the record is the date of the
receipt of the assignment at the Office in
proper form and accompanied by the fee
set forth in § 1.21{h).

57. Section 1.334 is revised to read as
follows:

§ 1.334 Issue of patent to asslgnee.
(a) In case of an assignment of the

entire interest in the invention and
application, or of the entire interest in

assignee an part
interest. Lie patent will normally issue
jointly to the inventorand the assignee.
If it is desired that the patent so issue.
the assignment in either case muet.flrst
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.ea.Secttcn 1.445 is amended by patent. file a.requeat for reexamination
revisingparagrapbs [a] (1) through(4J to ;,,,by the Patent arid Trademark Office of

-, read as follows: any claim of the patent on the basis of
prior art patents or printed publications

§1~445 IntemaUonaJappueatlon flHng"and cited under § 1.501. The request must be
prOceaslnsl foet.accompanied by the fee for requesting'

[a] * * * reexamination set in § l.20{cJ.

3.50

100.00

1.CO
'.50

.30

20.00

rceoo

",.00

100.00

toccc

100.00

100.00

100.00
100.00",.00

65. Section 2.65 is amended by
revising paragraph (eJ to read as
follows:

§ 2.85 Classlflcatlon schedulea.

Ie) Where the amount of the fee
received on filing an appeal in
connection with an application or-en an
application for renewal or in connection
with a petition for cancellation is
sufficient for at least one class of goods
"O'f'i;El'riiiCe:S hutIs lesa'than'therequfred-'
amountbeoauee multiple olaasee in an
application or registrationere involved,
tl1El: appeal or renewal <ipplicationo~
petition for cancellation Will not bEl
refused on the ground that the amount of

21,

PART 2-RULES OF PRACTICE III
TRADEMARK CASES

64. Section 2.6 is revised to readae
follows:

§2.6 TnlIdemark fees.
The following fees and charges are

established by the Patent and
Trademark Office for trademark cases:

(a}For!iiingIIIl applleEltion, per cIass ....._ ......_.~ ,$175.00
(Il) 1'... mil'll an application for i'tInowai of a

regls\tlllion.per class ._.~.~; ...._•...._...._......'M"" 300.00
Ie) FOI" Jiling 10 publish • mark lHlder &&CIlon

12(c~ Pllf~ _•.~ ~._ _ ..~..__ _
'(d) FCII" lssuing a~ certfficatu 01 L'IlllistraIlon

upon rllqUllStof usignee ._......._.•_...._...._ .....~
(6) For a certificate 01 COITectiorl 01 regis!rllrll',

error._ ~.. . ···········__·M.~__
(I) For filing a d/sdalmer to Il regislnltion ...
(g) For filing an arnencimelll to I. registration ....~••
(h) For Illing an aftlciI.vilundar §8 of the M.

pill" cIasa , _._ _ _••_~ _.~

(I) Forliling IIIl affictavll uncter 115 01.thll Act.
per'elaS8 ...,_...................... ......_...__..

(DFor filing I. combined affidlMl under f§allncl
15 04the Act.per~ ~ _._.._ .._ 200.00

(lcJFor pIltilionl 10 the Commllsiooor.__...~.•__... 100.00
(~ For ming petition 10 eanceI or notice of

opposition.per cIaU......~.__;__..._~~_.._ 200.00
(m) For e>c partIl appeal to the TradllmartTM!

anct App&aI 9omd. per clau..~._._.~~._~__
(n) For prlnl9d copy at reglstured rnar1l.

Copy only ........._._•.••._....H~_......_._•••~__~

Copy ahowiflg IIlle andICII" $l8l1l$._•.•.•_ ........ ~

(oj For certiIylng tradell1:lIDi reoon:b. per C8I1lfi.
cate ; _ .._ __ ~ ~~ _ _

(P) For ptlotoeopiIla or other rEIpfOCklctlonI 01
records. drIl\WIgB. Of prinlIld. mlttufill. per
page 04 the malllrialeopiecl._.~._...~__..__

(Q),For rooon:ling !nldemaIkaasigtlrnerll:i per
documIlnt_ _ _ ..•_ _ __.._.. _

For 6lICh marlI lrl ad6:Ilonto 0I'lEI assIgneI:I
in the same docUmenI ..... ~~._

(r) F« aIl$tract8 01 title to each regI:!tJaI!on 0(appIica.lioR, inclucting the 8OOI'Ch •__~_

(s) For apeclaI service hatIdIIng 01 late flled
,_ In connection wiIh I ....-.I.~..... .._

(I) For Itllms and aervicell that the COrnrnls&lon
IJI lindl may be supplied. lor whic;h Iee& lIl'8
not speciIiIlct.such chargelIlIlI may be d!iter.

'nVllld by the CQrnrnissiclner with respect to
lIIlCh IIlICIl illlmor aervICe.._ ... '":"_.__..~~__• &clIu!IiI coat.

61. Section 1.446 is amended by
revising paragraph (bJ to read as
follows:

§1.446 Refund o11ntematlonal a~lcoUon
filing and processlng fees.

'Per additiorl8l invantlon.

('I) 'A transmittal '98 (see 35 U.S.C 361(d) arw;I
PCT.RuIe 1..).M M M _.•_ _••_.... $125.00

(Z) A search fee (sell .35 U.S.C. 361{dj and
PCT Rule 1111 where:

(I) No WI&$jXHidillg p<Ior UMed 8tBles
nalionll.8pPI/Ca\lOrl wiIh rea hu. been
filed _ _ M _ •••••_~ _ ••_._ ~_ _. $500.00

r~) COrresponding pOOr Unlied Slales M-
60nal appllc;tllion with tee hall boonfilecL 250.00

(3) A aJPPlemental search Jee when required
(_ PeT Art. 11(3)(8) III'ldPCT Rule 40.2)._ '$125.00

(4J ThlI f\8tionai fee. hd: is. the amount 88t
torth as the filing lee under 11.18 (al tmlugh
{d) credited by .., amount of $250 wherll an
lcrlemlltlonal aean::h lee hall boon paid on the
CCWl\lJtlOllOllig InlematIonld I'flIlIiclI.Iion 10 the
Uljijted States .. an ·lnternational 5eIIrchIng
AuUlUllly. wt>6re Ihe amount 0' tho orodil ill
in IlXC&SS 04 thIlt rGQUirecl lar the national
lae, a IllQU6$t lor a rvfund of \h(t IlJlC&lIlI
ul"lCJer 11.446(b) may be filelI at thllllme 04
paying the TlII!loMllee. Only Ofl& llIlCh crocit
II pIlf1TIitted basect on a single irlt9mallon8I
SIlardl fee.

(bJ Refund of a portion of the search
fee may be made to the extent set forth
in § 1.445{a)(4) if requested at the time of
paying the national fee.

•
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(b) Whenever-the priority of an earlier
United States national application is
claimed in an international application,
the applicant 'may request ina letter of
transmittal accornpenyfng the .
international application upon filing
with the United States Receiving Office.
that the Patent and Trademark Office
prepare 8 certified copy of the nationlll ,
application for transmittal' to the
International Bureau (PCT Art. 8 and
PCTRule 17). The fee for preparing a
certified copy is stated in§ 1.19(a](4J
and (b)[l).

•

62. Section 1.451 is amended by
revising paragraph [b]: to-read as
follows:

§ 1.451 The priority cltMm and priority
document in an international application.

•

"",,,,,,.,63.,,Sectionl.510.. Isamendedby
revtatng paragraph [a] to read as
follows:

§ 1.510 ReqUest for reexamklatJon.
(8) Any person may, at any time

during the period of enforceability ofil.

have been recorded, and at a day not
later than the date payment is made of
the issue fee.

{blAt the time of payment of.the issue
fee. a statement must he furnished
indicating whether or not an assignment
has been filed with the Patent and
Trademark Office. In the event an
assignment has been filed. such
statement must include the name and
address of the assignee and indicate
whether or not on acknowledgement of
a recorded assignment has been
received from the Patent and Trademark
Office.

{c]If the assignment is recorded after
the date of payment of the issue fee. the
assignee may petition that the patent
issue to the assignee as recorded. Any
such petttlon U1usL be accompanied by
the fee set forth in § 1,17(i],

5B.Section 1.341 is amended by
revising paragraph [h] to read as
follows:

§ 1.341 Registration of attorneys and
8gents.

9-23-S2

(h) Oathandregistration fee. Before
his or her name may be entered on the
register of attorneys or on the register of
agents, every applicant for registration
must. after his or her application is
approved, subscribe arid swear to an
oath or make a declaration prescribed
by the Commissioner of Patents and
Trademarks and pay the prescribed
registration fee. (See§ 1.21(a)(2J.)

59. Section 1.347 is revised to read as
follows:

§1.347 Removing namesfrom registerso

Attorneys and agents. registered to
practice before the Patent and
Trademark Office. should notify the
Office of any change of address for
entry on the register, by letter separate
from any notice of change of address
filed in individual applications. The
Office may address a letter to any
person on the registers. at the address of
which separate notice for the register
was last received. for the purpose of
ascertaining whethersuch person
desires to remain on the register. The
name of any person failing to reply and
give the information requested within a
time limit specified will be removed
from the register. and the names 80

removed published in the Official
'-""~-:"Gazette:"'Ai1}tname'8o'T'iimB,/edffiay"be

reinstated. either on the register of
attorneys or the register of agents.cas
may be appropriate. Any request for
reinstatement mustbe accompanied by
the fee set forth in § 1.21(a)(3).
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69. Section 2.167 is amended by
adding a paragraph (g) as follows:
§2.167 Affidavft or declarallonunder
section 15.

(gJInclude the required fee for each
class to which the affidavit or
declaration pertains in the registration.
If no fee, or a fee insufficient to cover at
least one class, is filed at an appropriate
time, the affidavit or declerattori will not
be refused if the required feels] [See
§ 2.6) are filed in the Patent and
Trademark Office within the time limit
set forth in the notification of this defect
by the Office. If insufficient fees are
included to cover all classes In the
registration. the particular class or
classes to which the affidavit or
declaration pertains should be specified.
[FR Doc. 82-Z5831 Filed 9-16--82; 8:45 am]

BIWNG CODi: 351G-16-M

68. Section 2.162 is amended by
revising paragraph [d] to-read as
follows:

§ 2.162 Requirements for atfJdavit or
declaration during slxth year.

[d] Include the required fee for each
class to which the affidavit or
declaration pertains in the registration.
If no fee, or a fee insufficient to cover at
least one class, is filed before the
expiration of the sixth year following
the date of registration or of publication
under Section 12(c) of the Act. the
affidavit or declaration will not be
refused if the required fee(s) (See § 2.6)
are filed in the Patent and Trademark
Office within the time limit set forth in
the notification of this defect by the

point or points to be reviewed and the Office. If insufficient fees are included
action requested and the requisite fee to cover all classes in the registration.
(See § 2.6J. Any brief in support thereof the particular class or classes to which
should accompany or be embodied in the affidavit or declaration pertains
the petition: in contested cases any brief should be specified.
in opposition shall be filed within fifteen :,:'
days after service of the petition. Where
facts are to be proved in ex parte cases
(as in petition to revive an abandoned
application), the proof in the form of
affidavits or declarations in accordance
with § 2.20 (and exhibits, if any) must
accompany the petition.. . . ~ .

67. Section 2.146 is amended by
revising paragraph (b] to read as
follows, and by removing paragraph (f]:

§ 2.146 PetlUon to the Commlss!oner.

(c) If no fee, or a fee insufficient to
cover at least one class. is filed within
30 days after publication of the mark to
be opposed or within an extension of the
time for filing fin oppoaltion. fbe
opposition will not be refused if the
required feels) (See § 2.6) are filed in the
Patent and Trademark Office within the
time limit set forth in the notification of
this defect by the Office..

66. Section' 2.101is amended by
revising paragraph (c) to read as
follows.

§ 2.101 Allng an opposition.

(b) Any such petition must contain a
statement of the facts involved and the

the fee was insufficient if the required
additional amount' of the.fee is received
in' the-Patent and Trademark Office

: withinthe time limit set forth in the
notification of this defect by the Office.

: 'or if action is sought only for the number
of classes equal to the number of Ieea
submitted.

"TEXT OF 5.2881 AND FLOOR REMARKS"

uponin
The language I offer today is Includ

edfn the Cable Television Copyright
Act Amendments. H.R. 5949, recently
reponed favorably by the House Com
mittee on the Judiciary. In its report,
the House conunlttee explained the
need for this amendment:

STATEMENTS ON INTRODUCED this ruling is currently pending before nlttea for cable subscribers will be se
BILLS AND JOINT RESOLUTIONS the U.S. Court of Appeals for the verely limited.

Second Circuit. This ruling has ere- In recognition of this passive and fa
'By Mr. SPECTER (for ,himself ated substantial confusIon in the cable cHitating role, retransmission carriers

and Mr. HEFLIN): . industry; confusion and uncertainty were granted an exemption from copy-
S. 2881. A bill to amend the copy- that can best be eliminated by con- right royalties. The cable systems that

right law respecting the nmttanons on gressional 'action to clarify the reach are the intermediate reciptenta of the
exclusive rights to secondary transmis- of the law. secondary transmission and benefici-
sions; to the Committee on the Judtct- Virtually every cable system in the aries of the relay are not covered by
arv. country uses one or more of the so- this statutory exemption. Thus, copy-

RETRANSMISSroN CARRIER COPYRIGHT STATUS ' called distant sIgnals'to supplement right owners are ccr rert uncompen

Mr. SPECTER. Mr. President, I am ,10(,mJ., telcvision services. There are I sated. but recover according to the
today introducing a bill to bring more than 50 companies delivering compulsory license and royalty com.
needed precision to our copyright laws such 'signals nattonwtde with three promise embodied in the law. Indeed,
by clarifying the status of retransmis- firms utilizing satell1te for nationwide without proper recognition of the ex
ston carriers, companies that utilize distribution. This activity has been emption of retransmission carriers,
satellites or terrestrial microwave re- greatly fac1litated by the compromise the 1976 compromise, can be slgnlfi
peater stations to retransmit television embodied in the 1976 CopyrIght cantly undermined.
signals to cable operators. Reform Act and by the Federal Com- While I am anxious to pursue our in-

Although the Copyright Act Amend- mumcettons Commission rules being qulry into the-conttnutne viability of
merits of 1976 included an exemption relaxed to encourage cable systems to the 1976 compulsory license and royal.
from copyright Hability for passive uUlize distant signals. ty compromise, until we decide to
carriers, companies that provide the In 1976 Congress adopted the com. adopt an alternative solution to the
link to' secondary transmissions by pulsory license with royalty fee ap- distant signal problem I think the cur.
cable systems. recent court decisions preach to the use of distant signals. rent law must be allowed to govern.

have placed this congressional policy Critical to that mechanism Is the "T~~hl:e~~f~~~~~':10~f~f~er~~~~~~~~is~j,in~- ,_ .." \.••••••.•in doubt. pLrt:!transmissioncarrlers .
. w~"~w:,"',"'y'!n":'::'Ma:rch:1982~ ,.the"U:S.Distrlct '''tate the opportunities'of cable systems

. 'Court for the Northern District of to receive and utilize distant
N~"r' ,York, held' that' Eastern, Micro- Almost one-quarter of the American
wave's retransmlsston of broadcast slg- public receives its television program
nalswas not entitled to the exemption Ing via.cable. Almost 400 cable systems
fro Ill copyright Hability for rctrans- operate in Ponnazlvanta. Without the

'mtsston carriers established by the services of retransmtsston carriers to
1976 Copyright Act amendments (17 relay television signals over great dis.
U.S.C. sec. 111<a)(3)). An appeal from tances the vartetz of viewing onnortu-

9-23-82 puoushec by THE BUREAU OF NATIONAL AFFAIRS. INC" washmqton, D,C. 20037
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Jrom-copyright liability for retrans
mission carriers.

Mr. President, I ask unanimous con
sent that the bill be printed in the
RECORD.

There being no objection, the bill
was ordered to be printed in the
RECORD, as follows:

S.2881
Be II enacted by tl:.eSenate and House of

RepTesenlatives of the United Slates of
America in Congress a.,Ysf:mbled, That sec
tion llHa)(3) of title 17, United States Code
is amended to read es Ictlows; " ' ,

"(3) the secondary·.trllIlsmission.:ls made
by any carrier who haS no direct or indirect
control over the content of the primary
transmtsstonor.cver the Ultimate recipients
of; the .secondary transmissi(ln,.and whose
activities With respect 'to 'the "secondary
transmission :consist prlmartlyof providing
wtJ'ffl, ".Il.hlf'~'" or other communications
channels for the use of' others: Prov1.ded,
That the provisions of this clause extend
only to the 8?tivities of said carrier or like
entity' with 'respect' to secondary transmis
sions and do not exempt. f~otn liability the
aCtivities(lfoth~rswithrespect 00 thelr own
primary or secondary transmissions.".

531(Vol. 24)

Intent of this committee and the publlc fn
terest, " -

There has never been any doubt by this
Committee that',carriers are exempt Jrom
copyright, liability, wnen retranslllitUng tete-"
vision signals to cable systems via terrestrial
microwave or satellite facilities. Although
the Easlern Microwave case is presently on
appeal, in view of the significance of the
ruling and tne chaotic, state in which it
leaves' the' 1976 cable .Iegtslation. the com
mittee betlevea.It-Is useful to clarify the ex
Isting language. of Section 111(a)(3) by cer
tain technical amendments, therebY restat
ing its intent that the exemption apply to
aU such carriers. With these changes. quali
fying carriers may engage In business pro
motion and marketing of their services and
retransmit one or 1I'0re television signal via
stateutteto cabl~systems'pursuantto:their
FCC tariff without fear of loss of the', ex
emption."

The': bill I -am"introducing, parallels
the language adopted by the House
Committee on the Judiciary. It would
make three technical changes in the
current "language, .of -sectlon 111(a)(3)
cr. .tttle 17. United .States. Code. .and
thereby, clarifycongresslonal intent
with respect'to·the:limited'exemption

BNA's Patent, Trademark & Copyright Journal9-23-82

It is the intent of the Committee that this
subsection clartfy the copyright law regard
ing the intent of 17 U.S.C. 111<a)(3) which
provides an exemption of copyright lIability
for common cerrters.

In the course of Committ.ee deliberations
on this legislation, a decision was issued In a
case involving an interpretation of Section
111(&)(3) Eastern Microwave. Inc. v. Double
day Sports rsc, 81-CV-303 <N.D., N.Y.,
March 12. 1982), which leaves the eable.In
dustry In a state of turmoil. The holding of
that case was that the carrier, Eastern Mi
crowave. rnc., failed to Qualify for the Sec
uon 111(a)(3) exemption. In the Commit·
tee's view. the decision Incorrectly con
strued the carrier exemption. If the decision
is applied to other parties. all satellite resale
carriers could be held liable for copyright
infringement when thl',Y deliver distati,t eig
nals to cable systems, Further,_, terrestrial
microwave carriers could also be in danger
of losing their exemption. These carrters ere
the primary means wnereby cetne systems
receive distant signals for retransmission to
cable subscribers: ratner than face copy
right liability, they rr.ay suspend broadcast
retransmission. Ai; a result; meeranei car
riage standards of the FCC could be' undone,
and the entire comjn.Isorv licensing scheme
undercut. which wourd beanttethlcal to the

TEXT
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,The,:r:easons f?:r the' inqr~~sEa .i.n appeal~,~~ainst

;r-ejection(e.g.SOOO i.rL 1981; 1800irl 1979) are not .
clear. However, ,the-revised examination guidelines and
the introduction of an automated retrieval system seem
to be major factors. The former is aimed at clarifi
cation of phonetic similarity whereas the latter is
directed to acceleration of the examination process.
Trademark examinatiomhave been made on these basis
without thorough consideration of the realities of the
business sector, resulting in mechanical determination
of similarity~ Seemingly, these caused an increase of
appeal cases~

Trademark app'eaTs'have:heen 'grow,~ng in' number
:r:ecent ye,ar~:-,-:parttcula.rlyappealsagainst rej~,ction

and .cLa Lmi.riq. cancellation:of a prior -tradema:r::K',,~or,

non~use.

PIPA.Jap~nese Group
Conunitte~'No., 1
Nag~hisa' Yuasa

.:TRADEMARKS IN .JAPAN

RECENT APPEAL CASES REGARDING

Incidentally, the paper also comments on the
determination of goods to be cancelled as well as
premarketing transactions as measures to avoid the

of future.a!2),'~~

Apart from arguments concerning examination
practice, this paper presents possible measures
available to applicants at the time of rejection, with
further reference to suggestions as to how to make the
appeal procedures less time-consuming. Consideration
should be given to the business sector as well as an
employment of a "consent" system in the examination to
ensure earlier registration.

With respect to appeals claiming cancellation for
non-use, this paper refers, a major reason for the
increase, to the 1976 Revision, which put the liability
to disprove non-use on the owner, and to the tactical
use of appeals to avoid rejection.

,Abstract
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P. 1

I.. Introduction

The rapid increase of appeals against

remained f a i.zLy s t a t i.c c1':lring_tl~~ P<3:s Lseveral Y.'7ci~s..

the possible 'causes and 'potential problems. We hope

that our disCussion will be of asslstance to practitioners

these two forms of appeal with particular reference to

In this report we shall discuss ,the increase in

On the other .hand , appeals ,ag,ainst _~,ejectionand,cancel-

lation for non-use have shown a. ste:adyincr~ase .Ln numbe-r

dismissed amendments, invalidation of defective trade-

," ,

Articles 44, 45, 46 and 50 oithe Japanese

The number of appeals aga~~9t disroissed.a~end7

marks and cancellation of trademarks respectively.

The Japanese system ensures that applicants have

. ." .... " ... ,

rejection since 1980i5 particularly notable ..

Trademark Law provide for appeals against rejection,

ments and invalidation of defective trademarks has

since 1977.

II. Appeals Against Rejection

an opportunity to appeal against rejection of their

in coping with trademark issues.

the Board of Appeal of the Patent Office within 30 days

trademark applications during examinatiqn. Under this

system, applicants are entitled to file an appeal before

extention is available for foreign applicants) .
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1. Appeal Cases

Appeals against :~ej'ecri~~' acc~u~t-'ior;:7'8t::~f

the total number of appedl case~:l'bced.d.uri.ngt:llepdsf

five years. Of the res~' ':17% were against: 6anceifaffon

for noh-use, 4% a.qai.nsst; '-'i"nvaii.d~:t:ion of ~deiedtive

UsualJ,y _~ppeals, ~g:a~nst;x:~J~cti.9~n.-qre: appe~_l~y:

against an e~nminerls decision to refuse registration

to a prior trademar)< ;registra~ion. ,}?is",typeClfappeal

accounts for 70% of the total numberof,appeal~;"gains~

rejection. The numbers of applications and appe"ls

against rejection for t~e past 6 years ~re shown in

Table 1. The number of applications has fluctuated

little whereas the number of appeals shows an increase
(,' ;'.;

since 19]7 with furthe,r sharp rise since 1980,

The number of appeals in 19B1 is four times that in ,197,6.,

Apart from the case of .reject.Lon bas:e,? ,Qn.:siIrl~_l:ar,~j::y to,

prior registrations it is difficult to find ,",Dod

r~asons to explain the recent increase in appeal cases.

It can be seen that, in the majority of ~ases, appeals

call for the reversal of a rejection by the examiner

based on the ground that filed trademark is confusingly

similar t.o ,qitedtradel11a~~_.

rejection we:rE2:-,:uns;~9cessfulQver:-the\pas,t.5 yearsv

221
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speei ftc defiriftibn has' beeninade'cdncerni"rlg

In accordance with the revised guidelines( the

In response 'ta":':k~gUl11ent' ii'om the business sector

that the prote~~ion of w~il"'knownt.rademarkswas

2. Reasons for"'thce:"'I'rfcreas'e' ":fri:'ApPe'aTs:

The'ra are sever'a:r::fa.'cfb'rs' \;,.hi6h· a're- coris i.de'r'ed

L) trademark consisting of same nUlriher,ofsylTahlesi

;>';"':! ,<," ,,', ,'::.',":.;: :,,- ,
~nsufficient and that such trademarks should be

allowed ab~oader scope, an:.tri'dustrial;~:~ope~ty

right council sUb~itteda report In 1974 suggesting

clarrfi~a.ti-onin:'--':th~""~iea'~f; ph'on~~ic s'irrii'lar.i.ty ~

The Patent Offide, fol.lowing tllis suggest.ion, mad~

a partial revision oi ft.:s·~xamiriation gu'ideiines.

following have been held to be phonetically similar.

The examples cited include actual arpeal cases:

seen in the latest f~gur~s for~~p~a~ ca~es.

This figure beco'!\,:,s 6Q% in the case of appeals wher.e

the reason ~or r~j~ction,~a~ sp~cifical~~ stat~d to be

similarity. No substant~alchange in ~his trend can be

maj or reasons-:
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vowel sound tqroupcof Japanese characters" (kana)

e.g. VANCOCIN (ba~n-ko~shi_n) ~ BUNCOMIN

(ba-n-ko-mi~n) (N;'G:. In. Japanese the distinction

between VA and BU is minimal.)

ii) trademarks consisting of the same number of

syllables, including different letters, where

the roateria:L':'diff~rence is bet.ween-two sounds

in the same consonant family of Japanese

characters (kana):'
. . ..

e. g. ATOMIN (a-to-ini-n) - ATAMIN (a-ta-mi-n)

iii) trademarks consisting of the-same number'of

syllables, where the'di,fefe'rence is .rnereLy • one.>

between voiced, un-voiced, plosive or fricative

sound4

e. g, HETRON (he-to-ro-n) - PETRON (~-to-ro-n)

iVL trademarks consistingof.letterswhereithe

material difference in sound is existance of

e,g. DANNEL (da-n-ne-ru) - DYNEL lda-~-ne-ru}

v) trademarks consisting of letters where thei

weakly pronounced consonants.

ERIC le-ri-kku)ELIX (e-ri-ku-~)

material diffe'r'-ence:',in"sound' ~is hetween Tong

vowels

vowels.

e. g. ANNEL (3.-!'-ne-ru) - AR.NEL (aa-ne-ru)

223
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vi) trademarks .: consisting "of the -same number of

syllables where ;'.the:,-:material. dLffe r-ence. .i s

between two,unredated sounds, but t.hei-tr-ade-;

mark is relatively long.

e. g. CONGATE (ko-!!.-ge-i-to) - COLGATE

(ko-ru-ge-i-to)

vii} relatively:' long trademq.rk wi:t:l1 .ont:=:::9-4g~tional

letter sound,

e. g. CAMPBEL Ckya-m-j2!O-be-ru) - CAMBELL,.

(kya-m-be-ru)

viii) overall phonetic'xesemblance

e. g. CAMPA •. (kya-m~pal ~Cambel1 (kya-m-be-o-u)

However, if the difference in sound or intonation in

any of the above cases is great or substantial, or

if the overall spoken sounds are commonly dis~

tinguished, the guide:Unesare not. appLdcabLe,

These guidelines were in fact regarded as criteria

for trademark examinations prior to their official

publication in 1977. However, whereas a difference

in prefix bad previously been considered a sufficient

difference to support:a:clairn; of non-is Lmi.Ler.i cy,

it is a recent t-r-end .t.hat; .a.: d.i f fe rerice ,.in-"p.r.~f':i~

the examiner.
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Anot.he'r 'rkas6h; >for' the::' :"i:ri.ci:ease:';"iri- iapp'e:'aTs:-isi::'the' .

appLi.cat.i.orriof 'the' revi sed' 'gt:h'diafi:ri:es':;to': ':t:t-ademar-k

app Li, c a ti"OnS'i:W±'thou;t ':'i::Jlo-'r:ough' -: cori's {derat::l'bn -of

business ':cb:hdi't1~Iis aria>'·t:h"e' :5:6015'e 'Of' a':,wetl'-'knowil'

mark. This will be discussed further under ;I!I~l.

b) Introduction of ;AlltomatEidRetI'ievalSystem

In 19 71\:liEipateritOffibEifciimedan ih'-'ofhce·

committee to. ':"deve':r:op"'-:'ah" ,a\it6mated:::r~trie'"al:, isystenf'

to facili tate' ;sEia'rc:h'-e~'::bY" ::'Eh{amine'rs'/ '-;;This: 's~?s tern'
,

avei.LabLe :-'fO'r <i.ise ''jlri::alil'-'e'xc'ept:''aJ few· cTas's'es::sihce;

19_8U t . Aut.oma.t'ad r~tri~vat a:rtow~ ,;i"'triore--ex'tetisr~ie

search thereby "increas"ing the~e'}{anfineirs,' abi.L'L ty: to

provide':'b£i'a't.Ibrls . Tn.!" ~;ddi"t"iori', !'th~";±eV'ised

examinattoh' gt1i'deiirte:i';"teIl'a: to" he' appl,"{':eid :'in a

uniform manner. -Th:ese' factors' 'may: al's:o :'proVide

facilitating examinations. However, mechanical appli

cation of the gUid"li.~es has ~hefollowing di.sad.valltages

in practice ..

225
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a) The examina:tip.!1 :>qp~:~~Fi~::,dQ>::1}pt_.:p.~w~X~·:C3:.:pp:rol?:;~.:3,t;,~ly:-

re f lect :::r::_~,{i~:<_bll~:iI1:.~ss ,::R~;tu<:i:t:,:i;c:m~._. .~J:p.J.,s I,',," s,tr~_ct

application :9f:;t;1l~:-:.:r-~_y~_s;~9:_,,gu:i9-~l:~.n~:s,t~.flds:.eo. )JIl

necessarily ::r:es-tri,ct t:J:~e::r:,~9.i:S1:::F~:tig!:1 ~ncl~,i:}1:,17F~_by

use of t~ad~~ar~q~

bl The scope of reg:i:p.ft;J=,.X'ed':~Fa,'cl~;mft:;t:'~s-,,-:e::x:t:~I?:ds.Lo :aF,e,~s

of similari tY:.:..Ln. )'(hiph:-:~INo:,t:F:~_cleIIl:ClI:ks:: ::J1l~~{.::~nd~r.~p;tly:

conf Li.ct;, ~his:is:.r,e,ferred..t.o.i.i.n .:tp.paI1~_s?':<7s

"kerd-c a i. 1~-.. "Wl1:~r?;: ,there,.:is, :9-:G,a;se, ,o~;:<n~eF~_::: __a~}':,:

an applic~:t:ci9J;l:<fS9r:~p.D::, asspci,a.:tE:!_d:,,:t,:r;:a,9..~J1l~r_k.,-,'(?i:,: ,J.'tl4F.k.:

which is"pi:mili''1A:;o, its pa'1eI1t trademark bU,t ,nqtt.o

others, .as :p:rpy:i:d~.q: :t'91Z in... ,,,the fJ].l:"ad_e:mCl.r~, r.c3:Vl:"',.

Article,7L" t!li~ app,lic::;>tionis lik",lY, to be,

rejected on tl;1eg:rqund,1:hat,1:h,,,,j:lFoEPsedassociated

trademark is" s Imd La r ,.,tp other tJ;a¢lem.arJ<s, With which

the parentrnctl:'k-:cis ::11+ "k;~_!i7_::it:I':.,.,c:pnf]}pt; ..

The "keri-apr:, ::-rej e6ti6Il' make"s'::it: ;,':djj'.fficure· ~t6-;

achieve a minor rnodificati~n ~it?in :t~e,~?op~ of

a registered .t~~d~~~rk, in order for example, to

increase its cqn.sume! appeal, because of the

existance of o~hel:" parties· trademarks with which

it is in indirect "ke:r:i-a,i II con f Lf.ct; , Mechanical

application of the guidelines has therefore further

applications and associated applications under Art. 7
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seeking a minor modi:fici:l~,~,~::>:rl:;::.<?',~":~I").__ ,:~'~~_:~:,!+::t;l<3"<,, papE:m,:l;:

trademarks.

The concept of "keri-ai II not only;' Lnczee.s..e s. j:he.>,:l:"i9)~

of rejection by: ,the. ,,~?C,~,i!1~r_but, 1~_?.y _._?-~so rep,~rict. '.' .... .. '," - :,.. :,,- "':.",' _: ': .. ',:.. .... -, ...... ',',' ",

the scope andu$~ ,of:"a:n,, __~~~st-in~ t.rademaz'ks ,

If there Ls ,.9;I1, 9ve;r;LaI?pi!l9:,. ,~;r-efl_ c~Y;~F\9(j ,Py. two

trademarks~_P9t~ tr~d?rn~Fks are considered to be

infringing eac~ other

The Ilkeri-ai II situation may be illustrated as

foLlows:

A, B: Scope of original trademarks

a, b: Area of similarity

c: Overlapping area'- "keri-ai"

Nei ther p r opri.e.t.o.r:...has a: .:r-igh.t :to file:, ass,ocia,ted,

trademark applications related to their own par~nt> ·.· ... c>

trademarks nor to use them within the area C.

227
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4. Remedieil':For, A-ppl:ications Rejected Because'

of Similarity

(1) Acknowledgement of 'Similarity

al The a pp1.icant maY" ackh"i:,liiage the i,:imi1.i:rity

of his own tr~a'~fnkik::':bht ::fii~': a<::teq'uest'f6r

cancellatio;t ~{:t~ cited; "tr'a'a.e'ina'~k':oj;i';'the'-"'gr:b\in:~:(

of non-use. Uponc~h\:-~iiatr6~,':'pcii=:t'i1i> o't""~hol:e'>:

a trademark can be filed in the appiib'~f1tI;~

favor.

bl The applicant may seek the assignment of cited

trademark I partially or whollx"'-froII1,,i t.s owner.

Upon ~ssignmentI an associated:-"~pp+i'cait.ipncan

be filed to cover areas pert~ining to the

ass~gne.d trademark which is n~wthe-'applI~-~ntIS

own parent trademark.

cl The applicant may assign his own application to

the owner of a cited trademark. Upon registeration

of the assigned mark as a registered trademark,

assignet:=\'

Apart from these three cases a trademark may

not be registered or used where rejection is assumed on

a

'228
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However I these methods,:'-involve:procedures-..-.and/or

examination and are _t~us not; ava.i LabLe .fgJ; )30me ,actJ.la)..

cases.

(2) C;Laim o:EN6n-'Similarity

a) An appeal against rejection must first be filed

asserting non-confusion and non-similarity

between the subject trademark application and

the examiner's citations,

b) Alterna~iv~ly an appeal ~gai~B~ rejectiqnmay,

be filed tqg~~her ~it~ anoth~r ~ppeal a9ainBt

ca,ncellation :E:qr"non~u13e~

Despite·the ·discussion in (l)ab6ve, these
..

means cannot always' beemp16yecl"iti ac t uaL business
- ',,". ,- .

t.rans actiLonsj aridthisine'vi'ta.bty caus'es appLicant.s

whose tra,demark applicatiohs~h~ve been rejected to seek

system with -emphasdscon the examf.natii.on vand 'appeal

we further discuss problems of the .• cur-rent; trademark

a reversal of, the rejection by appeal.

-,

In this section-,

In particular we shall lOOk at the measuressystems.

necessary to improve the effectiveness-of-t'raUema'rk

registration and. .p.revent; anY'-'furtherincrease.,ln'the ..

229
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(1) Problems of the Curren1:Exa.mina.tion System

a} Und~::t:; ihe':c'tlrr'e'h?t 'p'i§.c~:i'b~~ thete'~;-t 'Of

similarity tends to be made somewhat

mechanically~ Uniform criteria. in this area

are desirable in order to accelerate the

process of examination. However, these

criteria should always be construed subject to

the general test of whether there is a real

likelihood of confusion in actual business

transact.iohs. "Take"the C'ase"of"a well~known

mark'aI1tr-:a trademark 'ri8f ;i'~ed in:'practib'e-:'f6r

ins~ance~ The scope of'similarity in a well

known mark must .be gI;"eClte~ .Lhan i:hat;ip an

unused trademark. However, such,faci:o.rs,as the

extent of :':l:~7 o~kn()wledge_cirilatradema:r:kin the

business. !:>~c~9I:' ~;-~,;Tl,()t ,l7-7,y~,SS~fily' r,eflected

in, the examination of trademarks.

Conversely ,:'the:scope of.r.a partd:cular trademark

is seemingly determined by a mechan Lc.a Lv.appLd>

oa t i.on jof ,the guidelines 'without r-e ference 'to

the .ze a L..bus Lnes srs Lt.uat.Lon , As a .z.e s u Lt;',

re j ecti,pp.;:,by:the,examinersometimes< follows'

autoIl)atically without thoroughly considering

business community.

23lJ
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b) TheT:r;adeIilarkLaw .pxovi.des. fortherej",c:tion of

trademark app'l,~cat::ions.wpJ~,h -:~Fe"""s;.i,rn~.1.~_l.", 0;1:',

identical ,,;to ,prio:r:trad",Iil<lr~s (Ar,t.4~11)

~hi__~_, ,P;l:"O\T,~s),.pn ~Ams'9,t ,p~ot~ct.iI1,g, ;go'?ilwi,~~ and,

profi,ts -O~ th~ trademark owner , ff9w.ey~,r/,·::later

:~PP,lication:::; are refused everrwhere the owner.

o:l:;,theprior t.rademankscconsent.s .-,to the later

applica.tionsbeing fil",q and regis;t",red.

These· po i.nt.s :wilT:? be-:discussed'- iii'; fur-the'£- det'cdl

in the fa I-lowing section, with refer-en'c'e"-:td

speeding, .up tlle,pr()ce,ss. pi. trp.d~Il1ark exami.na t.i.on

andi i,ts re~s;or_able,:regJ:3-trat,~on.

(2) Review of Entire Tra.dema.rk System

The following are suggestions which it is felt

provide solutions to outstanding problems.

al The consLderat.Lon: oflnf6rma.'t'ibn'frbmthe

business""'sector in-;'tradernark'~exainiriafi6I1s.

To make this possible, both examiner' and appH-'

carrt..tmus ti.rbe aware, more-t.han ever/'af',market

information such' as the-supply: anddistifb'uti"on

of goods) market avail~bility; etc.

b) Introduction of a IIconsentll system.

of third parties to use a registered trademark
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As an:' extensi'onof' this, ri:"is 'feTt<that a

"cons'erit'" ·sysi'e'rri s~ould'.:'be'inEidduce;'d:atthe

exemi.nat.Lon sta~efaii'owi.rig:fhe;r'egis:trCl.tichl of

a tradema.rk applicat':ion wit:liconsent Of the

parties concerned 'w.ith respedt to' norr-confus Ion

with prior-similar-cti-a-dem~irks'." No doub t , 'some

extreme 'Case's' where -'cbrisllirier interes'ts WQuTd

be adversely affected should be excluded from

~-"As:fuentibhed abOve:,' this':sys'tem-is worth

cons'ideri'~g frorr('(~e;'pdiht.;-()f ,,:L'ewo!--" speedin'g

up trademark examination and its reasonable

r~gistration.

Countermeasures

The Lncz'eaee. ()f..appe,~ls:p-gai,nst.:rejection

occurred , as ddscuss ed ,9§tqr~h_p..I1_d:~par;t~y in:.:r:-esponse- to

an increase, in th~,rt~jec:t,ion ()f"tr~deIDark appLi.ca t.Lon s ;

For a pos s Lb Le iIilprpVernE!nt, of,thet,rademark exami.nat i.on

procedure I, we would direct the attention of trad~~~rk~

pract.i t.Lonars to the f o Ll.ow.i.nq PP~I1ts,;:in order

anticipate potential problems.
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a) At.radell\a.rk search should 'be made even, if'a

new application is similar',: td-the applicartt,l;s

own trademark(s) •

b1 The search area should be as extensive as

possible~ There are some cases which may

represent a bar:',tb re9istraticm :even"th6ugh'

a. different prefix is-tlSed~'

c) When an application is rejected, the possibility

of seeking cancellation of the cited patent

for non-use should beexClffiihed as"well::as a

s i: ngle-'-' appeal 'as 5 ezt.Lnq non-es imilarity-.

J;II. Appeal Claiming ,Cancellatioh'o'f'PriO'r' Trademark

For Non-Use

In the case where a ~egi~tered trademark has

not used for the designated goods for more than three

years in Japan, third parties may appeal seeking cancel

Lat.Lon of the trademark (TradeinarkLaw, Art. s'O--lL

This p.rovds.Lon include's use': not'OIl'ly by a'tradema-rk

owner but also by licensees, excIus i.vevcr non-vexcLusLve;

An appeal cl~imingcanf~llatio~i~ also available in

respect of trad~~ar~swhich hav~ been unfai~lyu~e~ or

which were
••......••.••.. "... .•.... M", ..

power from a genu,in~ appLi.cant; in a foreign
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relation t~' tll~des:i.gri~tedgoods is sought' successfully,

to goods of direct interest, but also foather·

reversal of rejection by appeal.

the examiners~ Applicants are likely to seek a

from the appellant to,the trademark owner.

There are several reasons. for the in~re~se

P. 15

cancellation for non-use of a trademark was shifted

As can be seen in Table 2, appeals claiming

cancellation have shown a rapid increase SlnCe 1976.

,

the following are thought to be major causes.

since 1976 in appeals claiming cancellation. Among them

claims based on the ground of non-use~

17% of all appealcq,\"s. Of these the I!'ajority are

a) The revision of the TrademarkLaYl in 1975.

b) The increase in trademark applications rejected by

2. Suggeste¢! Remarks ·for. Can¢ellation

Appe,llaIlt.s seeking cancellation of a t.ra demar-k..

for non-use shoul.d take note oi:the following.

al Cancellation should be sought in r~l~t:.i.~n n~t:~~ly
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P. 16

the right: tq,use th~_t:I:'ad~IIlark.on othez _,~:i:{l1il,a,l:'

goods.._,max. peye:t:'~hel~ss,_p~ohibi t:oth~rs from u.'!:>.i,I\g

the subject trademark on goods in relation to whi~h

the trademark has been cancelled.

b) It is not possible, for appe Ll.errcs to .LncLude in

their claim ,for,cancelH,tiongoqds whi,ch, d i.d not

exist at the ,time of" "regis.tration I even __:in-:the,.,c,a,se

where all, the.' -goods. .ar'e r.dasLqnated, in,corres,pondi;ng

tr~demark classes~

Ta,ke, for example, a tr~de~a:r;k,_I,'1\BC,", _;,eg.~st~_r~(L_~Il,.

1930 designating ,all goods in Class 69, of the Old

Japanese" Cla:ss:i;._f~c:~tiqn ~ Thisclas,:;;,c,?veJ;'s ,gooqs,

pertaining tq_~~~pt:r;ical and:meqh~~ica~~nstrurnent:?

Since comput.ers ,did not exist ,at "that time, an

applicantwhos,e trademark has ]jeen ,lC"jestedTIligpt

want to exo.Lude the, SOIlIl'lUter from the d"signat"d

goods, and file an appeal claiming cancellation of

the t.rademazk in relation thereto., This, apP"alwill

not succeed~ ~OW~Y~I:'f if a device similar to a

computer was available in 1930, the owner may

exclude o cher s' use fdr the comput.er ,

This being the case a party wanting 'to use "ABell

for his computers should file an appeal claiming
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In our d.i.s cus s Lon svwe. hav~:.,listed various

factors regarding two types of trademark appeal with

particular reference to the reasons for increased appeals

expressing ourand current problems. We conclude by

3 • Means tlf Av6:tding Appeals

It'is important for trademark holders to take

appropriate measures in order to avoid the possibility

of future appeals' 'cO:ncerni'ng- :th:Edr owntradernarks ',

Even if mass prroducit.Lon ~i:produdfs-'i's not yet:f~as{bi.e,

or if the trademark"'hea"l::ing prpdUCts-a'r'eIlot ye-t"imported

into Ja,pan~advert'isii1g1 'pUblicity'or sample distribution

should be undertaken b~f6ieha~d. Adveiti~{ng or publicity

in foreign :l;.inguag~: pUbii~ation~;''1'f 'avci'i'lable Ln Japan,

will be sUffici'eD:'E f~r the ptirpos'~'of pro~i!lg'cl.ctu·al\is~.

Where the owner uses its "ABC" mark for products

unrelated to computers, appellants should exclude

products iri"'us'e : or' Bi'm'il:ar -pr-oduct s t tihexe-co -',from

their t:a'r,get::goods or ,they should:aim-computer..,.

related',products 'available in 1930 which relate to

computers for cancellation.

Class 69 that were originally designated, provided

that the t.rademark IIA:s'C'I"":is"not"'tised'c:>rtgoods covered
by Class 69.

sincere wish that this discussion will be of some

assistance to trademark practitioners in handling trade

mark cases in japan.
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Proprietary Pr6tecU6n or C:6m]J~t:~r--r~1a.t'~d
Inventions, Software and Programmable
Systems

Accbrdihgly, decision making by management in
planhlng·protectibh ·strate'lyln this field should give careful
consideration in the first instance to the value of patent
protecti~,Il_~s an"l3._~te_rn~_tive, t.o JIla,~,rlt(;l~nintJ,tr: ad~"se~rE?<::~.
The potential. value.· of copyright prptecti?nas anoptionaT
supplement- 'forsof'tware,: pa'rt I'cu.l ar-Ly' in-"situations where
secrecy control is difficult or slight, should not be overlooked.

Title:

Abstract:
Rec:ent. deVelqpments inU. s.TawhaveClarif+~d.the

patentability of cOmpliter,.related inventions such as programmable
machines, pr9ges~es and ',sx:s,tem,s, and S?~:~wqre pr?gr'ums. '
Although the latter a.renpt pate.nt.ablTP,"r se,use in.a
machine, pr()c~s~ or system 'to ach i.eve a-novel' qr:"benef,lc:'ial
result is patentable.

Concurrently, the protectibility of authorship
computer software including program elements fixed in firmware
such as ROM'chips under the 1976 Copyright Act has been
confirmed.



The/purpose of ·this paper is to review the. state. .of .t.he

law in,'xespect of po·tentiaLpatentprotec.tiOn .and other.

propr ietarymeans, for,pr<Jtec.ting·computer~related .i.nvent.Lons

and scientific"developmentsdependerit upon .proq.ramm i nq .and,

p race s s. i ng,·te.chn'ique8"in. pr.oq r ammable mach Lrre s ,',;'proc e S se.sc

and systems, Wi th,thisas a.vback-edrop , thepaper/.will .focus

on ,the' .dec i sion making process in establishing po'Lfcy. 'and

choosing averiue s of ,legalprotectidn;'

The impor.tance .of 'this area of techriology and .:i.ts.impact

on industrial innovation . and advanceare.wellknown; lnd.eed

it is well recognized that a new industrial revolution in'

effect. is .t'akingplace .and .t.ha t; computerization 'and. r.eLa ted

processing '.techniques pervade every .aspectoftechnicali:·arid

commercial activi ty., . The ,awareness of technical and business'

managements to the structuralal1doperatiorial 'changes occur rd rig

should take into account as welli.the'eme.rging: law that Cis

beginning .to reflectthese.·changes. ·l.pr.oposetherefore'to

focus on the decisions that must be confronted by technical·

management, and patent· department management andstaff,'in

analyzing the av,a·i1abil·ity'andeffect'iveness of' al ter.l1ate'· .. '

methods.forachiev ing propi ietaryprotectionof deyelopments

in the 'field..

The technical., pr.oduc t.Lon rand . financial opera.t-iorrs of

bus.Lness. ar e.vo r di.nari.Ly conduc ted.ri n >secret. Tt:-:cis~:.no;t

1
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to assiniilat'ion of computer.processing: techniques in operational

phases has: been· to :treat' these as .the:·subject: of t:radesecr'ets.

Marketing operatioristoa greater ex.tentcareby .nacass.Lt.y

conducted more openly .and often.cd.isclosureniustbeniadeto·

cus t ome.rs , In market Lnq., including ',Li'censing,;,'::'there'fore;

al ternativ.elegalmeans of:cprotec.tion have beerrraouqhtr, F.or

a time ,the only feasible alternative to tradesecr.et protection

seemed to be by copyright while an internationaldebate cas

to 'the. patentability of inventions involving :programming

undercpaten tlaw progressed.wi themphas isinitially on the

negative side. l

In:the past year.. however., important decisions by the

United States SupremeCou:r·t,supplemented by decisions of

the.CourtofCustoms.and Patent Appeals,· (CCPAJ have begun to

c l ar ify.thepotential of patent protection in the ·area.The

clouds of :uncertainty .arecbeq.i.nn.i.nq to be dispersed. .Al,though

computer·progr ams and r.eI ated elementsof 'computer sofeware

as such: .may .no t. .bepateritable i the: utilization of .compu t e r

softwareandelementsther:eof as.va part of apparatus .orva.:

proce s srmay constitute pa:tentable s ubjectmatter,

Because patent protection.provides the patenti.a Iv.of

proprietary control far transcending in a fundamental arid

conceptual sense·that.available.fromcopyr ights and: further

provides .;a, po;tential-,exclusionary:pow€T alien::.to-:-,trade' s ecrets,

INote the adverse recommendation by the 1966 Report of
the President's Commission on the Patent System, largely
because of classification and examination difficulties
for the Patent Office.

2
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it wouldseemtha,t logical analysis rofmeans .for protection

of advarrcasoi.n the' fieldofcompu,teFprogrammingand -proq r amab Le

systems should begin' w,ith cons.i.de-rat.i.orr of the feasibility

of patentprocurement.and enforcement. The'analysis'and,the

decision '~making:pr-o-cess,~owever, are complicated by . numerous

factors inherent in obt.a i ni.nq and enforcing patents. Patent:

protection requires disclosure. ',The 'extent 'and burdens of

disclosure must be taken into accouht as well as the enforceable'

scope of patent claims granted, and ultimately the cost of -,

patent protection vis-a-vis alternative forms such as trade

secrets and copyr ights. Accordirig ly, tliispap"rwi 11 appr oacn

the ~ubject stepwise i~ terms of

l'ate~tal:>ility"nd va~H,,()f patent pr0l'e",tion

forc;omput"r related Lnven t.Lons, programs and

programm"ble syst"ms

II. Role,of trade secret protec;t~()n; "4v"nt,,ges

Cl~dpisCldva~tag"s,

III. COpyright~,Cl~ s"ppleme~ts or a I t e r nat i ves to

patent and trade secret protection.

Any analY,?is"oIan a!?propr~"te,rout" tp ,prot"ption mHst, a Lso

take intoaccOtlnt the na t u r e of t he bu s i ne s s irlVolved, tile

area of ,,,ppl~cati()Il invo~yi I1g Sher compu t er. or ,prpcepsi,,Il(j

systems, systems using microprocessing for simulation and

modeling for control or design, consumer devices or specialized

3
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appl ica t.Lorrs.co fum c r oproees s ing,' andthebalance'achievabl e

Many f actior s i.such as cost and .compLexi.t.y. of pr oq r.amm i.nq.,;

processing 'and interfacing a r c h Ltiec t ure and t echndque s as

well as ,the'deve'lopment .arid use .env.ironme nt; reapect i nq employe

publications and <mobility, accesscby supp'l i.e rsc ucon t.r-act.or s ,

customers' andlicenseesmaybe,impor tanhpractical determinants

affectingptotection policy. Tocthe extent,feasible,ethese

will be summarized Ln i conc'Lus Lon a-

I.A e):'a t.entab i Li tY __ ,U.S. Code , 'r'itle }5, Secti.on,:L01
Statutory 'Subject 'Matter

At the risk of over-simplificatLoh, I am going to confine

this discussion to the more recent major court decisions

without~n~kgi.ng iI>'k";' extended discussion of the development

of the law. Thisha,;klready b~eh tieatede"'t~n';i.V"ely in

scores of law review ar ticles, m'cinY':'articie'~::'::{n:--l?rofessional

journalskhdin many papers presehted at symposia and meetings

of professional societies. The attachedebibli6graphy, although

not Lnt.e nded to bE!exhau~ti.vE!; is "E!prE!sehtatLvE!,(jf the bontributions

in this area.

The initial challenge to patentability of computer

softwareand:':'p'rograInITlE?d'''rnachines-~processes and 'sys1:~m~ was

under 35U.S;CodeSectL()n ibi 0"; the groul1d thats\.lbjet:t.'

matter depel1dentllp<mthe comput.er proCJr arnot elE!mel1tsthere()f

4



machine, manufac t ure or: compos i t~on:,'-o:EI1}c:i~t~r o;9n."tl;Li,Pi

issue, the Patent and Tradl:mark Office took thepc;>"itic;>n

that an effort was beillg made ,to patent abstract idl:as in

the form of mathamatical formulas,()ralgc;>ritl)m", ()rprinciples

or phenoml:llaof,n?ture, ,Ascasesproc:eedl:dfrom, the P1?O.on

appeal to the CO\lrt.()f Customs andPatent>Appe?ls,(CCpA)

this court took a much mor e liberal posLt i on. and he l d var.ious

programmed macl)ines?ndprocesses, p?tentable. Certain ()L

these cases were t?ken.by the PTO to the U.S, pupr"me' court .

The resulting decisions, together with the more recent,dec:isions

of the CCPA are reason?blydifinitivec;>fthe>state of the

law respecting paten,tability. o ficomput.e r relatedinv.entions

under Section 101.

The Benson Case,

In 1972, the United' States Supreme Court2 held, that a

method for programming> a gen",raL purpose,<iig,ital computer, to

convert binarY".c:oded"Ciecimal numbe r s ill to binary numer a ls

was not a "prooes s" w,ithi l1the.,:meaniD-9 of Secti,on 101 and

thus could not be patented. The.court .relied on a long line

of older cases of the. court which held thaj:: an abs t ract;

idea, a principle or phenomena of nat.uresva nat.ural law or- a

series of '.' mental prgcesses )"ere not patentable. The .court

in a c unaman Lmous opin i on.. by:Jus·tic~, Douq las:reco911izec:1- however

tha t the application of, such i<ieas.gr> principles could be

2Gottschalk v. Benson et al., 409 US 63, 34 L. Ed. 2d 273 (1972)

5
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"Mackay 'Co. v ; RadioCorf" 306 OS 86,94 '83

L Ed 506, 59 S Ct427 that '[w]hile a scieritific

truth',' or thefI11at.hematical expression of it"

is'i16f "a pat.en t.abLevinvent Lon, a novel and

useful structure created with the aid of kriowledge

of sCientific truth may be.' That statement

followed the lorig standing rule that '[a]n

idea Of itself is not patien t abLe, 'RuhberTip

Peric i L'Co, v , Howard, 20 wan 498, 507, 22 L

Ed "410. "

"As we s t.a t ed iri Funk ' Bros. Seed Co. v. Kala

Co; 333 us 127; 130;'92 r'Ed. 588, 68 SCt

440, 'He who discovers a hitherto unknown'

phenomenon of nature has no claim to a monopoly

of it ';'hich the raw reooqn'Lz e s ~ If there is

to be' invention fr omistich a: discovery'; it must

corne from' thetapp.Lic a t i on of'the'law:'ofriature'

toa new arid useful' end'." We deal t there' with

a: "product, I cL;rim',whil'e-'the "pre sent; case

deals wi th 'process' claim; 'But we think 'the

s amevpr Lnc i.pl s appl-ies ~I,r

In discussing:pateritabiHty Ofa process, t.heicour t;

referred to Coohr ane v, Deener, 94 US 78'0 in'which -s: process

for manufacturing: flour had:beei{'patented irrepective:oftl1e

limitation to any particular tool or machine. The court

6



stated:

IJTransforrnation and reduction of an article

'to a different state or thing' is the clue

to the patentability of a process claim that

does not include particular machines".

After disclaiming any intention of "freezing~ process

technology or computer-related technology, the court summarized

its holding succinctly.

"It is conceded that one may not patent an

idea. But in practical effect that would be

the result if the formula for converting BCD

numerals to pure binary numerals were patented

in this case. The mathematical formula involved

here has no substantial practical application

except in connection with a digital computer,

which means that if the judgment below is

affirmed, the patent would wholly pre-empt

the mathematical formula and in practical

effect would be a patent on the algorithm

itself."

The Flook Case

Following Benson the .. PTO issued new guidelines based .

upon..the holding i.n Benaort and the criteria of Cochrane v,

Deener for patentabil i ty. .of a .process. For a br Lef per i09'

I::~,~,:t,r,ictJve,holding .i n Benson_~.ore, and mcr e ,narr:owlY. Mr.

Justice. S.tevens in his d i s s en t iLn Diamond v.Diehret al.

450 US 175, 67 L Ed 2d 155 (1981) has outlined in considerable

7
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detail the handling of computer related cases by the CPA

both before and following Benson. As Justice Stevens has

pointed out, the CCPA developed a two-step procedure for

analyzing program-related inventions in the light of Benson.

First such inventions should be examined to determine whether

a mathematical algorithm is directly or indirectly claimed.

If an algorithm is claimed, the question then is whether the

claim would wholly pre-empt use of the algorithm. In re

Freeman 573 F 2d 1237 (1978).

In Parker v. Flook 437 US 584, 57 L Ed 2d 451 (1978),

the patent claims in issue defines a method for up-dating

alarm limits during catalytic conversion processes in which

the only novel feature was a mathematical formula. Although

the claims did not cover every conceivable application of

the mathematical formula, limited as they were to use in

catalytic chemical conversion of hydrocarbons, the claims

did cover any use of the formula for up-dating the value of

an alarm limit on any process variable involved in such

processes. The PTC had rejected the claims on the ground

that the mathematical formula constituted the only difference

between the claims and the prior art and thereforewould~be

in practical effect a patent on the formula ormathamatics

itself. The "point of novel ty" Lay in the fo rmu la' or' algor.l'thm

of the claims, subject mattei'that accordingtd Benson was

mere solution of the algorithm would not consitutute infringement

of the claims a patent on the method would not pre-empt' th~e

8
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formula, and'thE>refoteBensan was distinguished', Justice

Stevens for th'" cour t, 'aHineathequE>stibnlh th" case as

"whether the 18i>nHfib'Kj:'idb.of a Timi tea<::ati;~dry oi'llseful,

though conventioni;l,pb~t:"~Olu'tion appl'icahc';';s "df'i; mathematical

formula wouldmakethi> method patentable ..

In reverhng theCCPA,theS(.lpr"me Court again reviewed

the line between a patentable process and an unpat"ntable

principle' byreferertce to the classic line of older ce.se s"

ci t.edrLn Ben'sorr, Again as' in Benson,' the' courtnconcede s-:

that a' process 'is not unpatentable· .s.i.mp.Ly. because 'i't, concadrrs

a law of nature or a mathematical algor i t.hm, However:;" the

court states· that

"The notion that post-solution activity,

no matter how. ccnvent.Iona.l or obvious'; 'in

itself,· can·transform air unpatentable

pr inciple into a patentable process 'exaI ts

form over substance. A· compe.tent draftsman

could attach some form of post'-solution

activi ty t o.. almost:" any mathematical formula";"

The court further summarizes>its ho l.dLnq,

"Mackay RadiO· and Funk Bros. paint to

the proper analysis for this case: The

process itself, not merely the mathematical

algorithm,must be new and useful. Indeed,

is not: a determining . factor at all,Whether

9
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ttle algQritrm"wa~.:: it) ,fa:ft;k.l1oo/;n o r. unknown

at the time .of the claimed invention, as

one of the lbasic tools of scientific and

technologic::al work,' see Go t t schaLk v ,

Benson, 409 US, a t; 67, 34 L Ed 2d 273.r 93.

S Ct 253, it is treated as t~ough it were

familiar part of the. prior art."

In: its holding, the court rejects arguments that its

appr.oachimproperlyconfusesSection 101 with considerations

of novelty and obvLousne s s wh i chiar e covered by Sections' 102

and 103' and ;thatit is dissecting the claimt.o find the

novel feature outside Section 101. The courts position, as

stated is:

"Our approach to r e sponderrt.ts application

is, however" not at alI i nconsi s t errtiw i th

the viewthata patent claimmus.t be

cons i.de r ed asva who l e , Respondent I s

process is Ilnpatentable under§lOl, not

because it cont.eLns.a mat.hema.t Lca.I

algor i thmas, one component,' but because

once that algorithm is assumed to be

within. the p r i o r.art , the application,

C9I1S Lderedas a>who l e" "con t a i ns no

patentable invention. Even though a

f9:r:lI111).CI.,,:may be weLl: known, anu nven t i ve

application of the principle may be

patented. Conversely, the discovery of

10
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sucha:phenomenon i:::annotsupport a:patent

un Le s s ·there··.··is·,: some <other, inventive.. ;

concapc.. in.:n:its· applLcat ton.;"

In a footnote (18) the.courtparaphrases its,holdingin

these words'

"Very simply, our holding today is that a

claim for an improved method. of

calculation, even when. tied to a specific

end,use, is unpatentable subject matter

under §lOL"·;

The Diehr and· Bradley. Decisions

Once again the dialog. resumed between the PTOandthe

CCPA in endeavoring to interpret the state of the law· following

Flook, with the PTO applying the holding of Flook in the

light, of Benson 'more restrictively. As indicated earlier;

Justice Stevens in his dissent in .. Diehr took exception to

the CCPA's.approach"stating with"somepetulance:

"In my judgement, this reading of Flook 

although entirely consistent with the

lower court's expansive approach,to§IOl

du r ingthepast12year s ",-'-trivial i zes

the .. holding in·Flook, the principle that

underlies Benson; and the settled line of

authority r ev i ewed rin t hoseoopi.n i'ons v ;

3 450 US 175, 67 L Ed 2d 155 (1981)
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in what may prove.it.oibe the .wa.ter"shed decis.iondealing.with

requirements of Section 101' in respect· oLcomputer.related

inventions, held that a process'..f o rvc ur ing synthetic>rubber

employing a, mathematical, formul a .and, progr ammed dig i tal'

computer was patentable subject matter under 35 USC SIaL

The process in D'ie hr: related, to, the problem, irio;,industrY of

obtaining uniformly accurate cures in t he.vmo Ld i.nq vof raw

uncured synthetic'rubbeLintocured.precisionproducts; The

invention resided in a process. of cons t ant.l y measuring .t.he

actual temperature within the curing mold, automatically

feeding these temperature measurements into ,a cOJDPllter. wl1icho;

r ecalculat.ed. the cur e time, by. use of, a rnat hematical" equa t i on"

(based"on the 'Arrhenius relationShip)o;andultimately,signaled

the device to open-t.he mol d press at the correct ,time;

After recognizing that the,court~had>previously.pre§cribed

limits to patentability>of d Lacove r i e avunde r : Section 101;

excluding "laws of :nature, nat.u raL''phenornerra and 'abstract

ideas", the court likened the,algorithm.in'Benson to a'law

of nature. Flook similarly was:concerned.simplywith a
formula for computing. an: updated alarm limit. 'The Court

further pointed out ,that a.claim otherwise statutory "does

not become non-statutory simply.because.it ·uses "mathematical

formula I computer pr.oq r amior ·:,di9'ital,computer:~:" "The -cour t;

then goes on to state .thatindetermining"the.el ig ibil ity of

the claims must be considered as a whole.

12
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"In de t e r rn i.rri nq theelgibl1ity of

respondents'cl'aill\e'dproce'ss fa, paTent

p r ot.ec't'ion' under '§lOl,'tlle'ir c1a:ims"muSt

be considered as a whOre. It :isinappr()priate

to dissecttlle'Ciaill\s into "()ld and hew'

elements and then to ignore'the pie'~enCe

'Of the 016' H~mentsin the '''nalys:is.

This is pi'irH'Cui"rif true' Ln a proCess

claim becailseanew combinai:ionot' steps'

in a process may be patenta:b'le even

though aHthe CorrsE t.ueri't s of the

comb ina tion~"~e're;:::wet'i'" 'knbwnand" Ln . common

use before'theCombinaHoh wasinade~ The

'novel ty'()fany element ()rsteps in a

proceas , or' -even:bt the: :p'roces:~-'itsetf',

is of no e Levance Tn dete'tfuiningwhether

the SUbject maherofa c1a:Lmf8.Ds' ",Tfiiin

the §101 ca't.,gdriesof possibly p"te'ndi6iii

subj ect, matt.e r v'"

The court ina fOotnote stated'i:hata fallacy in so in

the PTO's argument:Ls:

" ...we did not hold in Flook tiiatthe

considered at all when making the SlOl

13
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determination. To accept the analysis

proffered by the petitioner would, if

carried to its ex.t reme , makeia.l t

inventions unpatentable because all

inventions can be reduced, to underlying

-PFincJJ?:~,~;l?:.of', naturewh~_cl1, 0Ile,e. known.,

make their JIItPle;~e_nt:ati()~ obv i ous , II

In conclusion the, Court held:

"On the,oth13r hand., whena~laim" con ta.ind nq

a math"matical formllla imPJ-e]"entsc>r

applies .t.hat, .f o r muLarin. a, structure or

process wl1i911, whenco~sigereq_as;a_

whole, is perfc>rming afllnytiopwhich the

pa tent; laws we,re designed to .prot.ec t;

(e. g" t ranaf'orm.inq or r educ Lnq an

article, to, a ,different state or thing),

then the claim satisfiest,he, r"qui,~ements.

of §lOl., Bec,ause w,e, do not vi ew

r e spondent.stvcl alms as ap attempt to

pat",nt ,a mat.hema ticaI formula,but r at.he r

to be drawn to an indusrial process for

the moLd i nq of rubber products, ,Vie affirm

the judgment of the Court of Customs and

Patent Appeals".

14
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The Bradley case4 related to a mUlti-programming computer

system which has a main memory and which has scratchpad

registers accessible to an operating system for controlling

the computer system. A data structure stores and communicates

coded signals between certain control processes and the

operating system in response to a programmed read-only memory

(ROM) interposed between the main memory and the scratchpad

registers for altering or repositioning information in the

computer's system base.

The PTa rejected the claims even though they did not

recite a mathematical algorithm as mathematical in nature.

The CCPA reversed holding that the claimed system did not

involve mathematical calculations but were directed to "a

combination of tangible hardware elements - a machine including

some hardware elements which contain microprogrammed information,
termed firmware. lI

The Supreme Court was evenly divided (Chief Justice

Burger not participating) as to whether the claimed invention

constituted patentable subject matter under Section 101; the

result of course was to affirm the decision of the CCPA.

Recent decisions of the CCPA -

In re Pardo and LandauS was decided by the CCPA August

5, 1982. In re Taner et al. 6 was decided June 10, 1982 and

4 450 US 381, 67 L.Ed'. 2d 311 (1981), per curiam, "firming
600 F 2d 807 (CCPA-1979)

5 214 USPQ673 (CCPA 1982)
6 214 USPQ 679 (CCPA 1982)

15

253,



254

or substantialation by

was recited by the claims.

irrelevant to the question of whether a mathematical algorithm

to the invention was capable of handling mathematics was

mathemathical content. That a computer controlled according

since there was no indication that a mathematical algorithm

the invention as involving an algorithm, the court held that

which data are received. Although the specification described

processing to processing of data regardless of the order in

by use of programmed instructions which convert from sequential

The Taner et al. case related to a method of seismic

in re Abele et al. 7 was decided August 5, 1982. All three

based on opinion rather than followiqg the stepwise approach

The court also reversed the PTO's rejection of the

of Graham v. Deere 383 US 1 1966).

operate on any program and any formula input regardless of

non-statutory subject matter.

Relying upon its Bradle y4 opinion the Court upheld

was intended, this was not an admission that they were claiming

4 supra
7 214 USPQ 683 (CCPA 1982) 16

claims under Section 103 for obviousness since this was

signals of conventional spherical seismtc:,wayes, AlthOllgl1

to executing programs in a computer, and the method would

patentability under Section 101. The claims were directed

method for controlling the internal operations of a computer

cylindrical seismic energy waves by summing 'the ref~ectional

cases are reported in Volume 214 of the USPQ beginning at

Page 673. In Pardo, the claimed invention related to a



the claims, directly r eci ted an algqrJtllm " summ i nq s.. this was

not in the abs t r.ac t , The"claims"algo set forth,aproc:.,ss '"

involv~llg "tile ta,!<ing of auba t an.t La.l Ly.vsphe r ~cal , se i smi c .,

signal sObt;ain.,d in ,c:ollventiona)ge i",micexplora t i oniand

converting,,('gilllulating from' ) .t.hoae ",i9lla,~", into another

form, .i a e a,' into ~"form r.epr e s errt i.nq ··the:::E3:artlj.'Ei ~ :r:@::;p()l}~e "tC)

cyl indr Lca l _orp~~l)~,>~av;e:r:;_!n

In additiqll t;orev.,rsing the ,rejection on Section,lOl

the,court,reyersed the PT()',S rejection on,Sec:tionlQ3 for

obv Lousnes s , ,findingll0t;h~ng in,the r.efe r ence r eLiedvupon .as

suggest;iy."oft;hep,laimedinvelltion,

The,tllirdca"1e "t;h.,i'l.bele case, involved an Lnve n t Lon

in the field oJ: illlage,prqc:essing partic:u~arly as a,ppl~edto

,pqIllPuter~zed axial tomographyqr Ci'l.T scans ,. Referring in

its ana,lysis,toa tWq"",pa,rt; t;.,,,,t; d~",cu",sed in re,Walter 618

F 2d 758 ,2Q5, USj?g 397 '(CCPi'l.,19~Q)",the,c:qurt;concluded "that

all of the claims in issue presented amath.,maticalJ:ormLl~a,

or sequence of math.,matilOal operations, it ,was cOllclud.,d

that invention was not simply a mathematical algorithm which

would be improper subject matter, but presented an application

of the algorithm. Certain claims w.,re" held proper as

applying the algorithm toattelluation data in a particula,r

relationship of process steps. On the qtller hand the broadest

method claim (5) was rejecteg a"1, providing no more tllan a

that the algorithm was neither explicitly nor implicitly

applied to any certain process.

17
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Courtbyaivote of 7100 o held the claims unpatentable for

obviousness under Section 103. They were deemed obvious to

one reasonably skilled in the art in view of 1) theciirrent

use of data processing equipl11eht,andcdmputerprograms in

banking and 2) anearlieranalygouspatentfor using a programmed

digital computer inia largebllsiness organization to break

downtranssactiohs by departments and areas within each

department of the business.

On the 'issue" oFobviousnessundetSectionl03, the

Supreme Court case of Dann v. Johnstoil8is also of interest;

This case related to a coml'utersystem fer autol11aticrecord

keeping of bank checks aridvdepos i t s; using mach Lne-r e adabIe

coding toprevide subtotals to customers of transactions by

various categories. The' system provided a flow chart of a

program compatible with a general purposecol11l'uter ' (IBM

1400). TheCCPA ina'3-'-2 deCision had reversed the PTa

rejections under Sections 101, 102, 103and i'1l2 TheiSupreme

I-B. Value of Patent Protection - Enforceability

The f6regoillg cases lllvoi"ing ex parte appeals on patentability

issues ind{6ate many of the obstacles that may be presented

in inter partieslnfringement proceedings or declaratory

judgment actions raising issues of validity. In additioll,

itm~rge ant:iCipa~edln my opi.nion'~hat s~~ious issues under 35

USC §1l2 will be raised with respect to the suffiCiency of

8 425 US 219, 47 LEd. 2d 692 (1976)
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both'fromthesfandpoint'of whether the disclosure is an

enabling 'd i acLosu r evand whether i tsets forth' 'the best mode' '

contemplated by the inventor<of carr'yingoutthe invention.

If computer programs and other elements of computer software'

are assumed to he -unpaten t abIe perse-, theexfent'-'of' discLoau r e

of programming essential or reasonably necessary to provide'

an enabling disclosure, and also the best mode,maypresent

in addition to a practical problemforapplicaritsa poL'icy

problem for patent management. ThePTO probably is still in

a proceSs ofdevelopihg expertise in determining thesufficiel1cy

of disclosure required for computer'related'fnv'ehi:idris.

Even thoughthePTOmay be satisfied, I believe that it is

important in looking to the fllture eriforceability of patent

grants to fully meet the statutory disclosure requirements

of Section 112. The trerid'inthe law seems tobeto<place

increasing emphasis On ,filII disclosure.

There may bea special problem with regard to certain

types of cOl1lputer'-relatedinventionsiri' eStablishing' infringement

under 35 USC§271. Where' the invention involVes equipment

or systems which are placed on sale or are widely marketed

or licensed, this should present rio special problem; Custom

design or spec i a I'Lz.ed 'systerns:for'in-:hou13e' processing or

manufacturing operations' as well as soph i s ticat.edts i rnu l a t Ion

or modeling techniques f o r 'luidiri'lor conducting inc-house'

in the conduct of- ext.er naL'opera t Lons, tbr-:'~exainple-, seismic

methods employed in oil and gas exploration and production,
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may pr"seqtd,iffi,cql,t and special probLems, ,The deteGUon

of unauthor.Lzedjuae of, patented SUl:Jje<:::t m,a,t,ter may be ;dHfi<:::ult.

This ,prqblem .110W"V,er,isana)pgqqs.tO ,the .pr'obl emsit.hat: .have.

facedt.he .chemical .pro<:::ess,.in.dus,try; qSual)y,,<it is, poss i hl.e

to, ,pe,,,eJ.op a, .pr.Ima faci", case po' as, to beal:Jl,etoconfront

the suspected ;infringer,or ,tq ,l:Jril1g an, a<:::t·iqn,and ,develop.,

the ne<:::essary, 1,nformaUonthroughpre'Ctr ialdisGoyerY.methqds.,

Perhaps"i,n,thec0Inputer .fi"ld "techniques,apPeilring' in .the.

press i l1the con cext; of industrialeSP.lOIlilge fqr,gaining

acce s s ,to,,,omputerdatil banks, and theJr" ope.r a tLoris may -become

detection devices ,qfth,e .f.u.t ur.e

In any even t , ,.·i.t would seem t1wt the. .procur ement; .of.

pa ten,t.,Prqtection and e.nforc.ement, .of patent rights' compu t er-e.

related inyen.tionsInay,wellbe more. costly t.han mope .convenUonal

types.. Con s equen t Ly ,,frqm .the view point qfmanagements it

will be important to evaluate<th". cost jqstificiltion·, for'the

patent proci.!rement,program, tak,il1ginto ,ac<:::ount"the<..s coperof

tl1e."l.aims il1coveringteclmi.cal features of practical. i ndus.tr ial

value or presenting identifiable., competitive advantaqe .

II. Rqle. Of /l'rade Secret Protection

,Trade secret Protection .has .f.r om the, ou t.aet; been" the

most widely .adop t ed legal method fOL pr e servLnqt.the propr iety

of- comPPF~,_r:-Trela~t~d inventions, andvaof.t.wares The uae of

trade secrec:y as a. legally cognizable method for--prqtectiqIl'

times in .th,e sta,te. apdfederal. cqurts in the, statutes of
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many!(jfthe 'ilt",tes ,,,,lid hi{k been mbkt 'ree:erltly"eel1~trongIV!·

upheld by the UNited St",tes Supreme Court in the ca~esbf

Kewanee v. Bicron, 416 US 470, 181 USPQ 673 (1974) and Aai~n~ori

v.QJi:e:kpoi:htl'end.lCb.440
JUSZ57

(1.979): Compared to

patentJil1g/''tr ad" 'set:rE!t pigtectiori·aJbid~'th" costlybura;;ris

and the uhe:ertainti.es bfphent'prdc:urel1leriti{rid enforceineh\::.

Moreover, tiler" is noteq\lired ti:iide':'ofi"E!t,Jeendiscloshie

and sc:ope ofprotecti:ori as in tile c:iise>ofphents iiride:opytights.

Trade secret pr6tec:tibl1 6peratesbn t:heehtii:e be>dY''''ft:ec:hnical

aridpropr'iehryihf6tinahohancll<rlow'-110w deve1c>ped~nd used

in R: 'i{D, 'design-', :~hgiheet'ihg,opera-ting- ana' fu'~:iriteri~'rice'~ha

to some eX:i:erlFinarl<eti'ngsopportbperatfons. Thus,there

no need to identify Jfor separate ha.hdlingil{verit:rve cbl1c:ept:s

and techniques nor the pa,r'ticulatfotms",f expression 'for

ideas or d", t a ihV6!Ved inprograml1lirig ,aat.a handl il19 and

compilation as w6Uld be requiredtb obt.a.inC:bpyright protection.

On the other hand, th"re are obvious limits to protectibi:lity

by trade secrecy. If th"proptieta.iYinforl1latibni:s to be

embodied ill d"sighs,ptbgiams, equipment 6? systems wh i ch

ah,tobe sold in 'them",tket:p1ilCe",r broadly licel1secl,the

cr it:r6al design ",ild operatingpariuneters' ma~ be clisclC:>secl.

If the Lnformati.on is not directly or indirectly revealed,

it may very well be Stlsceptilole to so-called reverseengineedng.

Pr oq r amm.i nq' -tode;~-; p-r'd<}rtttit: ei'ement'g, :r~sb~~:r's, pixels and '

Hence, th" a.1ternativesof pat.ent piot"c:tion and copyright
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shoul:q_lJ~_,r-~:n.~t::}n~ly cons i de red i,n,.c;,q.s~~ whe r e .s"ec;.r,ecy, cannot

be maintained or can be cont r o l Led only for .a limited period

of t ime,

Even in situations where, highly, sophisticated techni.que s

and sys~.ems §ire. _empl()yed ..in-hogse"up,d,er condi t i ons amenable

to sec:!JrJty, pr.()ce,~ures.Clpd rnai n t.a i nance ()Js,ec.r.ecy, t he

patentability of ~nv"J:1tive,concepts and the su",ceptibility

ofprogrammingelemel1ts"nd methods to copyright protection,

(discussed belpw), should becilrefully corrs Lde r ed, Pe",pite

all the precautions routinely employed in industry to maintain

security andconfidentiality, the nat.ur e of many if, no t .mos t;

commercial e n t.e r pr ise.s,and te<;hnica.l., oper a t ionaunake maintenance

of secrecy for any sLqniLicant.Ly extendedperioc;l of time,

very d i f fLcu I t if not impossible . Employed scientists and

engineers tend to be highly mobile, in some industries more

than others, and often move from one employer to another.

Moreover ,tJ:lere are Lncent.Ive s in s,cieI1~ific.anq technical

.circles to disseminate information rather than confine it

according to proprietary pr(?cedures, T"chnical p\lblication

is often important for the individual and may even be important

for a company endeavoring to establish and maintain il rep)ltation

for scientific and technical excellence. Attendance at

technical meetings and symposia provide many oppor t un i ties

for cross-communication· and leaks of information. La,r-ge

ial

even in their res~ar~tl,ap~ q~ye19~~?I1t act~yit}es. The

conduct oftlearly all areas of business involve exposure to
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suppliers and vendors of materials, equipment and even technology,

disclosures to consultants~;'engineering--:-contractors and

subcontractors, t ovcus t omers and ',potential>customers;, to

licensees and potential investors or partners. Even small

businesses will have difficUlty in maintaining a strict

facade of secrecy for"anyex1:endedperiod of time Lnvre spect;

of manufacturing concepts or:processing techniques that 'have

substantial technical and commerciaYvalue.

Confidentiality agreements,·employeeand other fiduciary

agreements as'well a s: standards,' and" mea sur e srfo r e s t.ab l.i shi.nq ,

policing· and moni toringsecuri ty procedures 'are>important

and' helpful. Nevertheless, i 1:.has been my experi ence. ..t.hat.

it is very difficult to maintain secrecy, apart from,the

underlying data and work product from which Lnverrt Lve concepts

der iv€,as to'·>ideaswhichare significant:ly' Lnnova.t i vevor

valuable in 'industrial,operation'sforany extendedper'lod 'of

time. For:this reason; I think the po t.errt La'L: value ofpat'ents

for inventive ideas as well as the use of supplement"ry'

copyright pro t ecti.on , apart from r out i ne maint.enance of

secrecy for data and know-how should be'realisticallyassessed

in decision making ,by' technical and patent management. The,

putative value of' suchprotecti·on. should be weighed against

the potential risk and adverse effect of premature disclosure

or loss of secrecy control.

With trade secret protection, competitive advantage is
........:.... ..: .

maintained only through continuing secrecy. If secrecy
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breached by,theft~or'other tortio~.~mi.appropriation,violation

of fiduciary obligation or by breach of contractual obligation,

legal aCtion in the court. will~lie~again.t thewrong~doer

(or privie.> ,through injunction, damage. or both. Of c:our.e,

howeve rsc t ne.re is no act-ion avad Lab.l e.iaq ad n s c. innocent third

parties who:imay':receive the information: without no t i ce- or

again.t independent developmentorv.itiation of th<a.<acr<ac:Y

l.>y method••uch.ias reverse engineering.

Th.e gep,eral non,:",availabil-it:y::of",:"th,e dn fo r mati.onvt.o the

public mu.tb",e.tabli.hedand thi. often,req\lir<a. proof of

aecur ity' s afequa r da, In t.he computer programming andproces s ing

area, thi.'mayrequire .uitable enc:oding or cryptology in

pro t.eo.tLnq data and procedures;

By contra.t, the patent,grant repre.ent. a,power to .ue

and exclude, any third party from,u.<a or appropriation of the

sub j ec t; matter of t.he patent c La i ms ; Al though the question

i. not entirelycl<aar, public policy might well ,permit patent

action bya li:i:terinv.entor:against an earlier user:insecret ..

Notw,ith.tand i nq the burden. ,co.t. and unoert a i rrt i e s of

patent I i tigation,the very ex.i s t.ance of", t he power to, bring

.uitto exoLude.rd s a powe rfuLvprop r-Let.a r.y a s s <at,
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III. Copyrights

Under the new Copyright law of<1976,Tit'le ITOfthe

U. S. Code, computer programs and data'basesasor'iginal

works of aut.horship aresubjecttoprbteCticin. SectiOn lOT

as amended December 1980 (P.L. 76-517) defines a cOmputer

program as ,fa:;se'tof:s'ta.t'em-ents' or:;iris'fi::\ictioris:"'to~be":u:sed .

d i r ectLy ror indirectly in a Computer Tn order tobringabbut

acerta'in result." DOlibt as to the scope of protection wa.s

removed by the December 1980 amendment of Section1l7""hich

had been desi.gnedtopre~enie the "status quo " respecting

infringement. of cOpYdgl:lt.sDy use of progralllsinmaChinesi

Programs in m<lchine-readablefcirlll (ObjeCt code; ROM's) are

now fullyprcitected under the 1.976 Copyright Law and the'

distinCtIon betweerivisually' readable or~perceptible form

deriving from the player'-'pianciperforatedrolicase9 has

been eliminated.

I shall not' attempt to go intO the ramifications Of'

copyright in any detail except to point out thal:Section

l02(b) Of the Act makes it Clear that copyrightptoteCtion

extends'bnly to the 'form of expressiOn and llottoanyidea,

procedure ,p'rocess:, system, method'<of 'Operation, concept,

pr inciple ,Or discovery, r eqardLes's of the form in wh i ch it

is described;' explaIned, illlistra.t.ed, or elllbodied in a wotk

of authorship.CopYrigl1tprOtection prevel"ltsthe unauthOrized

",,>""" }",9,pX{~';r,,'~()fj:' a work and automatically comes into effeCt when

9 White-Smith v. Apollo 209 US I (1908)
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the work is written or otherwise created. The worXnee,dn?:t:

be publ i"ped,but cppyright ,prPtec:t;ipn ,i",lp,s,t bypubl.icati,m

of the work, withouLa copyright notice in the prescribed

statutory "form giving the year, offirs,tPublicatipnanp the

name of ,the -owner,

Oneaf the, .ch ie f .advant.aqes of,cppyright pr.o t ec t.ion

then is that, copyright is qu i ckLy obtained wi th 1 i ttle .or no

expense. Although ,deposit,,, and "thus ,,,tleast limi teodisc:;lqsure,

and registration ,arerequirepHt,he ]SPPyri9,ht is to be

enforced by an inf r i.nqemerrtcac t i.on ~:ntJ)~_so~rtsJ there

seems to be nO,incornPiltibility b~tw~enrnainter>anCeof,tpe

copyrighted mat e r i a L in con f i.denoe or s ec r e t; andipoten t i a l.

enforcement. ~enG~, c~rnp~~~~ ~oftwCi~e wh~ch is crea~~d,as

part o fia.vp r op r ietilrydey,~l()Prnel1tinv;()l v i nq compute r techn()logy"

can be appr oprdat.e Ly.imar ked ~ith the cus t.omar y not.Lce s of

proprietorship and confidentiality. However, opinipn,i"

divided as to,whe,theL,the statutpry notice .o f copyr i qh t; or

instead notice of reserv;ationof copyright in, some f orm

establishing date of origin, pwnership anci that it is,unpublisped

should be affixeo.Th~problemisthat"jlldge might confuse

use of t.he.ino.t.Lce-wa t.h pllbli,sa,tipn, .and of course the latter

and secrecy ,are, mutually,exclu"iye. On the other hand,

publication is not required 1'119 deposit and registration

ne,f?c:Lnot, be made.: unl ess and ,untJL.alf,.,inf;r.ing,eInent ac tLon is

to be brouqh.t so. that, t!>e..actual,situ"tion ,Sho1.110 .be s1.1sceptii?le

appropriate labeling. Licensors and

vendors of programs and sof.twar e o f t e n employ both con t Lderrt.La I i ty

agreements and notice of copyright on the material provided

under license.
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There has 'been a great dea Liof Li t.Lq a t Lon'<Lnttih i.svf LeId

and ibis beyond the scope of this pal?er'to atteIllptits

review. 'However,al?l?ropos Of the above, the Court Of Appeals

for the Ninth CirclliFin Twentieth Century'Fox v. Donahue

(2/2/81) has held that the 'deposit requiiementof the CopyrIght

Act' "has no effect' whatsoever 'onthevaiidity or 'enforceabiEty

of avoopyr i qht"; The court upheld "nlnfringeIllent ruling

and determined 'that it is onlynecessary'that"worksbe deposited

at any tirilepribJ: to the initiation of the infringement

Another recent case 'of sl?eciaFintElrEest, decided by" the

Court of Appeals for the Third Circuit on AugusF2, 1982,

dea l s with problems of'l?rotectfng'l?rograms' and audiovisual

works used in video games'; "subjeCt that has been discussed

at cons i.de r abLavLenq t.h both 'in the' literature and in' cour t:

cases. The case ,'Williams Electronicsv. Artic International l O

involved an appeal from the DistrictCollrt' sentry Of a

final injunCtion order permanently restraining and enjoining

Ar t i c from infringing plaintiff' slcopyr ightson audio-v i suaI

works, and acolTIputerprogram relating to an electronic video

game'UDefende'r '", The~- court in its "op i n Lon Yefe r s to a

large number of cases which have 'dealt with copyright infringement

for electronicalldiovisllal 'lames. In upholding the'oistrict

10
·c···· -. ;,.,

u.s. Court of Appeals, 3rd Circuit, No. 81-2407
opinion filed August 2, 1982
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Court's injunction, the Court of Appeals rejected Artic's

claim ,that the images in the aud i ov i s ua I gam"'."!,,,re ,trarlsient

and t.he r e f or e.scouLd not. be "f i xed " <is.reqllired t:>y.ti)e oopyr Lqht;

statu.te. The· court furtherr;ejected ti)"cgntenq0rl··t:i)at t he

interac:tigrlof t:h".player of the gaIll'" withdrew ti)eaud~ovisu,,~

wgrlc from copyr.i.qhtve Lig ibili tYt:>"caus",. t.he r e is no set or

.fi"ed per f'ormerice and. t he p.l <iyercbec:ol]\"''' a.ico-iau thor ofwi)at

appears.von.i t.he screen , Perhaps.t:h" mos t; interesting pa"t:of

the caae ""tn Wl1,iph. ,i;t,-, appe ar sct.o be of,first Lmpr e s s i.on. ~?

the r e j ec tdonvof Artic!.s argument:s.that.t:he"e can .beno

copyright protection for ROM's because they are utilitarian

objects..Qr hardwar e ..,q[ f i rrawa r e,. .are mach i ne readab l e rr a t he r

than hum<in readable, and because quplicationof an.J<QM i"

not copying withi tl. th",l]\eaning,of t:he.C9Pyright: Act. Artic

arglleq.that itlcgns~qering copyright: 0tl<i.c:oIllPllt:erprggr<im,

a distinction should be dra\in<-qetween")3011rc;~,,~,coqe~',and

"ob j eo t; code 1,',. and. a "copy:" mus tvbe ifl,t;e~.:ttg,tble,:to human

beings andvbe Lnt.ended.ias a med i um.iof .commun i c a t Lon t o human

beings. The cour t, found the answer. to Artic'.s contentions

in the s t at.ut.e it.self 17 USC Section lOL"A. 'cgpy' is defined

to include" material object in which" work i s .fixed'.by

any method now known or Late r developeq.,anq from .whichthe

o/prK can be vper ce i.ved , reproduced , or v.o t herw i se communLc a t ed ,

either directly gr ,,!iththe aidol:" a machine or .dev~c:e."

Supreme Court the; decision app§!afs sound. 1'hus,it q6w
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appears c Learit.hat. patentees· are provided.with an optional

and supplemental method of protecting those parts of computer

software which must be partially or Whol'ly' tevealedin a

patenL appl i cat i on. and which: cannot be patented as such

under existing: patent law.

Although copyright protection is "limitedtothe 'expression

of the ideaand'not·the idea, ithas'theadvantage'that

judiciaLenforcemen.t can be secured more readily without the

bias that .courts sometimes affect in the patent field'; wi'th

more likelihood of preliminary injunctions 'being '. obtained,

and at considerably'less expense thanactionsbtbught: under

the patent laws.

IV. Summary'reDecisionMaking

1. The first 'steprecommended is anamilysis of the

sUbject matter to determine whether inventive concepts susceptible

of protection under patent' law can be identified.

2. The extent of novelty and scope of claim then

should be presumptively assessed to determine whether effective

proprietary control of the improved or new technical result

can be achieved.

3. An economic evaluation should be made to determine

whether the putative value of the innovative concept and

patentable features from the standpoint of competitive advantage
, •• m,m .••••••.• , .•. ,

or realization of licensing income justify the costs and

29



burdens .of patent procurement. and the r equis i. te disclosure

involved.

4. Alternatively', or in parallel. an ass.essment should'

be made a.stothe susceptibility of maintaining the subject

matter in secrecy and the feasibility of.' doingso.'taking

Lnt.o accoun.tit.echnicaL: and industrial ,practices>in'the'field

involved. It,is , assumed, that' all background' andiunde rLy i nq

technical.d",ta as well as .desiqn., engineer ingand operating

Lnforma.t i oni and know-show will be maintained· as confidential

technical information.

5. Reg",rdlessofwhetherthe,.patent route or the

trade secret route is undertaken, consideration should: be

given to the potential value of copyright protection for the

software components and programmil1gelements involved

appj Lca t Lon ()f, the.,~nventivec;oncePtor ,technique.
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p.l

RecentT~end'6f"J-FTe'I's, ,nAntimOn"~pOIY:Act:GUideiines

for International Licensing Agreernents ll

Japap~ se . .(;rol.1P
Conunittee No.2

9ha~~~~p: Mr. Jura Ichimura
Shin-:Etsu Chemical Co. ,Lt.d.

Speaker: Mr. Kensuke Norichika
Toshiba Corporation

Abstract

1) IIAntimonopoly Act Guidelines for International
Licensing Agre.ernents II: was announced ;i.p' .1Q6 Ba.$
the basis of the administrative guidance by
Japan 1:5:: Fqip-,,~T_:radeC,ornmission:{JFTC). Since
then, these Guidelines have been actively
applied by JFTCto eliminate restrictive
provisions in licensing agreements which are
liabl~_- to comevunder the,.,Unfair Busi.nes s
Practices of the Antimonopoly Act.

2) The number of Cases of JFTC's administrative
g:ui,9"an,ceis$q.,eq -t.o licen,sing"agreemen_t~b,ased

on these guidelines amounts to 21% of the total
li~ens~ngagree~entpfiledand_th~s-9ccurr~~ce

rate is about three times that of the total
Lnt.er.nat.i.oria-L aqr eemerrt.s, EspeC::,ial1-T, ,the rate,.
is remarkably high as regards the restrictive
provisions on improvement (It<om(7), Section;I
of the JFTC Guidelines) and on competitive
good" and. t.echnoLoqy (Item. (3), Section lof
the JFTC Guidelines). It is assumed that this
is; because JFTC upon screening appLi.e s tpe
Guidelines to the language of each provision
quit<ostrictly fromth<o vi<owpoint ofprev<Olltiy<o·
measure.

3) We can enumerate as the current problems of the
Guidelines:

of the circumstances,

(b) Necessity to take into consideration the
substantial.obstru.ction to the
competition,

(cf Necessity to amend the screening
proce,dU;t:'6,./ ;qnq·
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Investment Law was abolished and then the

274

This announcement

it is necessary thatJFTC should ~stablish the

agreements involve, fbre'igri';'irives·tor,s·as:bne party,

IlConsidering that the international licensing

4) We attempted to compare each restrictive item
of the Guidelines with the Nine::No;,...No IS of the
Antitrust Division of U.S.<-Department of
Justice. We also analyzed the futur~ of the
Guidelines' -taking into' consideration' -the
pre serit- trend in D.B.A.' and so forth.

Guidelines under which JFTC mightfind.Unfair

agreement by For'eign:, I-nv-e:stme'nt· Cbuncil'under: the :Poreign

liberalization measures fo'r-:the':intr-odu'ttioh oifO'reign

(d) Possibility of the extentipn of applica
ti'onto:.,technoLogy:·agr.e.ement's other':.',l:.han '._
licensing agreements.

p.2

announced: the "Ant.arnonopo Ly -Act·, Guidel'·ines for

of foreign:bapita:L:, .and concurrently t.ook vt.he

technology. The'pre-screening' -of- inter'natibna'l TiC'ensing

Interna t i oria'L 'Li'cellsing'Agr'eement.s!",

2 of Se'Cti'6h6 of AntimonopolyAct~) :was'ihtrOdu'c"ed:. On

this occasion,the·J,apa.n':Fair:Tra'de Cornrrllossion'·, -{JFTCj

In 1968/ Japanese Governrnentliberalized the introduction

preceding year.

was made in"accOrdahc'e '.wit'h"aI1':adv'ice '6:f:',the'Exp'ei"ts

Sub-cornm'i:ttee>'bf The' 'F.oyeign" Inve.strrfentCCiu:ncilinthe

1. Introduction
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Business Practices and, make-the ,Guidelines well

known to the pul:>lic, standardizing types of those

restrictions in the Guidelines sothat.JFTC could

provide them with as much pre>dictabilityof and

preventive-measures against the occur r e noe .o t

violating cases ~u

Following this advice, JFTC e>xpresse>dthe> policy that it

should keep control over t.,he'Int.e.rnat.1-onal-l,icensing

J!,.grccmcnt including undue~r,es,triction'iterns, and

t.hcze af t.ez international.agr·eements"·whict did Ddt comply

with.these Guidelinesbecame>subjectto.the>

administrative guidance> (Gyose>i Shido) by JFTC as being

liable to come under Unfair Business Practices stipulated

in the> Antimonopoly Act.

For .rncre t.han lQ:-y~ars since then, th,e.:,J"Frr:c: .,GuideJines

have played a Le adi.nq role> ·to thepre>vention and ..the>

elimination of unfair results whichmightoth~rwisehave

occurr ed idue vt.ovt.he substantial ;'.:unequality :"bet-we,en

partie $ '.'of,' internatiOnal:ragreement.s >.der:iv ing'f',r::011} • the

infe>rior standpoint Of Japan'~technology." We also

cannot ", over lpQk:its .influence as ,:a,.,preceden.t -on. .t.he

guidelines ::of;,::many deyeloping count.rLeawhi.ch.ihave been

reC;e>ntlyformulatedtocontrolthe> introducioion o.f

the$e:,"countries, however, .t.end. to give t.o<;>JII.1Jch

prefere>nc;e>to the national benefit ",ith less

consideration totne:'intere.sts -of the,;licensors or

know-snowvowne r s .o f the advanced countries. The JFTC
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Gli'i"deline.s,: ·()rl-the:- o t.he rrha.nd , wereestabli's'hed;'as

enrt.norLt.a t i.ve c.riteria:j-f'orthe interpretation- -o f the

AntimOhbpoly :Act'~ T-heywere- drafte,dtcikirig 'the

le'g:lslation·'andjudicial 'precedents of:,advanc'e'd countries

Ln t.occorrsi.dezatr.ion and:werealsogroundedon 'the

well-settled precedents of JFTC' spast j'Qdgement or

admi.nLs t.r.at.Lve,:guidanqe..

Thcy'u:rcconstructed to keep good balance of rights and

obLi.qa-ti.ons .b'f:'.both Ld cen so r s.rand licensees. All:'"these

.exp La i.n ~Thy the ,':J-FTC GUidelines,,:,did>'not:::seem >todiminish

Japan errt.re p r e ne'u.r s ' ',V:igor,,:,in'introducing "':foreign.'·

'techIiology.

PIPA Licensing Corruni ttee realiz'edthe significance of the

JFTC Guidelines in quite an early stage and the report

":was ;,made :,:tw6:'t-irries; in ,"1971 at Washingt.oIl :in 't.he t.Zrad

lIitern'aXional : Congress r and vi.n 1972 at Tokyo in the 3rd

-Coriqzess , -Especi.allyin:his report of 1972:eIititled

II P-.ntimohopo ly:}\ct--Guide lirtes for -.International '>:;Licens ing

Agreemelits":, ·Hr~";::Shdzo''Sabtome ofi!-1itsubishi>Chemi:cal

Lndust.r i.es nO.e.::on''1yiritroduced the,JFTC, Guidelines to the

PIPA'membe:rs;J:iutalsopointed.: out, probLems over

"'MuTt.'i-~LfC:eiis'eII: caused "by ;:so';";'called ,.u;Gy:osei'Shido ". 'where

the'Mini.stryOf IrtterIiati.onaYTrade andTIidustryplayed a

11Arbitratii'ori-"6f;:Di~sput:.es!' in .rapan, I ::,:firtd,it:>quite

meaningful to revi.ew·thesignificanceof,theGuideliIieS

over',:aga:.ii~,"-TO years after -":Mr'.':Saotdme's report and,'to

brief otithe 'analysi.s 6f. the'receIit··conditions of <JFTC' s



p.S

2. Recent rrendency of JF'rCl,s ,Adminis"j:rative, Guidapce' tGyosei

Shido)

Please seethe atta9h~6:.t:.R-lJl~ f:Qt:'the::-detailed-,statLstics

of .. ,JFTG ',?, g\l~dange","to the;,internatiQnal-.'licensing

. a5lreem"nt§.in theseS y"ar$(1976through 1980);

Table L:iJ:ldiq:a1;~~ hqw::Jll~ny,~i~terna~icmq.lag]:'eernents"Vjere

fiJ,;ed \yii:.l} 'J"FTC anet.,how me nyvo f. _~suc:h:-:agreenients_~ield

we!:'e; qCC4P~ec3. by"",J,.~~E:ns~ng:,Ctgr:,~e11lents"duringeach yea r .

It;~,als(),',~l1oWS ,hcn,,':,oft?I). JElIJ:'C a s sued administrative

gu~q.9x~ce dur i.nq s ame .yeer . The.rr.eason why the numbe.r. of

qu:ic1?-l}C,e; exc€;§ds::,the:nuITlb?r, 0.£::~:agr:e,eme:nts which -.he:came

s ub j ect; ()~ JfTqL~gui,dan;ce -~:s,,::,th.at:eac,h gUidance is

courrt.ed . Sep0:.rCitf:;Jy'.yl}(~n "Cil1, ,_Cig-rieerrt~))t'i:QGluding:_ more ~t.han

one·restr:i.9tio.l}ii::eITl~.,wa s ".~'J'QJ,ec:,t:,~:.d to, .tl1.e::, gllid,CiI;l.Ce, of

JFTC.The .occurrence J;at,,·isc;alC;\l,latedbydividing. the

number oLguj,ded agreem"ntsby •.t.hatof .thei; total·

agreements. filed. \':I.hat.is.o\l,tstanding·is that .the

~Y.~:r:Clge.Ci.occur.rerice ..rat.e -,q,ftl1;e,..1·icel1..E?ing, a,g,:r:e,eIn-.entsf,

comes to be as high as 20.8% while the.ra.teoLwhole

,ustfl,8,;"t:...onevout. 0ffiv,e l'iG.e.n's ing.-,a,gre:.emen;ts:<',fi·led was

guided by JFTC. It may be gathered from this fact that

JFTC is aJ?plying its Guidelines quite strictly.
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Table 2 stands for JFTC'sattempt to classify its

guidance by arranging in matrix way the undue restriction

items as categorized by JFTC according to the nature of

undue restr~ction in the agreements filed based ,on each

industry the licensed technology belongs to. This shows

us that JFTCls guidances are not evenly given to each

restriction con the Unfair Business Practices Its

guidance remarkably concentrates on'the restriction on

improvement .(item (7), Section I of the JFTC Guidelines)

occupying more than one half of the total guidances

given;' This tendency maybe partly due to the f ac t; that

the grant~back--ofimproveme:ntisusuall~/:deerned lawful in

:the. antitrustadmini:stratior("ofU>S .-A.,' which is the

mot.he'r e count.r-y 'of most of the technology introduced to

Japan, and the criterion for ]udgiligthe grant~backof

improVement tobeillega.l differs from that adopted by

JFTC .. 'Namely, what is required in JFTC is the balance of

'rights' and -obTigatidtfs between:Iicensorsarid - Li.censee s ,

:whereasili' U.S.A. they attach more Lmporcance to the

sllbstanti-al';'restraint'o'f ':competition la'idby,,':licensor and

the presence"o'f'l,iceii:'sor':s ;'inte'ntion t.ounoriopo Li.z e'j and

they', seldom take· it 'into .account whether· rights and

obTig'a::tioI1S of:'irnpr'ovenierit 'are- ::one';';sided -oi:reciproca1,

balanced,'or not

. the agreements in.which "obligati6n of both parties is

equally balanced in substance"·andJFTC is assumed to

make j udqernerrt; based on ·the standard ofsubstaritiaiity.

But in reality JFTC tends to direct its attention to the
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o s t.en s i.b Le .uJ)balal1qe,Se~l) Ln .t.he l~ng~El:ge ,o.~ .t.he

grant-baqk p~qv~si9~. Th~s _g+ye~ t:9 t~e ~o~~~gn

licel)$qr$_th~ i~pre$s+ol) th4tJ~pa~~se,gov~rl)m~l)t:

protects their home industries which could cause,,'" .. '."', .... "," ',-" ,'.' ... '- - .... " .. -.', ..... ",- -, .. ,-, .. " .". ,-" --. .. ....

~~~ttp"t?~ r~strict~9~q~iimp~oyew~n~,the, gu.t4anc~sqn

the restrictions on competitive goods (item 3 of the JFTC

_G\lid~l+PE7$) 9c~1l?Y,~t~,::;~_~9l)dposi t~(:m __~ The occurrence

rate constantly exceeds 10% from 1976 through 1980. What

i,::3" cOlTh~9,n_,_to,_ ttl~"guidf?-p,C?e to:,porrtpetitiye,.9()ods and

iwpr.oyement. is that t.he J.frr<; I ,5 j:udgeInel)ts in tp..t?. gui~ance

are gro\lnd?d or; II the;;tl:l_eo];:Y __.9f.palal1c~_"l:>~:t\'le~n<-J;,ight)?_,,9-nd

qbli9<?-t,i()IfS,11 mentioned above. 9,p,.~h.~ otl:1e,J:", hci.I1.g.,~.,~J:1,,~,9me

courrtr i.es. ,like 1J .$.A. tp,-~y,p.t:t~p,~.,.:rp.ofe iIJlP9rtCiPceu,i:o

whether or not a restriction affects the substantial

competition placingthe,ir.. ,jucigement. lithe theory,.... " . '; :' , "--' '.." :.,.' ... :. ,-. .. .. --.. --... . ,,,,

maintenance of free competition ll
• In view of the

differen:ce,_,bet~e,ep.J?-pa~1.,and-s~cr cou.n.t,I'ie~._i:n·the

cr_iterion for judgement on illegality, JFTC' s application

of the Gui,de).,i,n.es wh i ch f o cuses .21).ly on.. ,the ..balance II of

rights and obligations may appear too rigid in the eyes

of the l~pen$orS pf~V9h. co¥:n~~ies.

C\l.rr:ent problems.ove" th",.JE'TC (;u~deline15 and also to

review i_~ in..compari.son with the Nine No-No I s in U. s. .,

taking actual condition of JFTC's guidance for the past 5

years into consideration. At the end of 1981, the
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-Justiceexpressed--theif opinions that there were

contairi~g:!rri.inY erf6fs i ' f f orn" t.h e vi~~poirltof rational

economic poaicy in the- iestfibtidhs classified {Ata the

nine categories which they had previ.ol.lsi~··coI1t~nded

illegal per se. Also in Japan there recently have
!;-.-.' :<',', ,_~ ,':> ,,' __ ::' .-: "",',', '. r-. ,,', ',:: ..». .t'. ",' ':_ - ',' , :i-,':: ,,:/','-!
'prevailed' opiriions'th~t we .should consider the amendment

of the j"FTC C;1iidelines t.o' cOl'ewith the changing

:torid:i.-t::i.6ri'~ of the -':iicktibn'·' s:'techhoi6gy and' 'economy as"'well

;"a's the r.rans i. iion of in£ernational"situatiO'ns~/ince" the

Gu_idei'irie:~:'';'~i-e''~-§t·it1Ji'i~h~d. U'lld'etthes'e ci.rcumst ances ,

h~iie;j:ci'c th~t' it':'i's',iuite ~'~nef:i'cial for us 'to 'exchange

'Our' -f'i"'ill1k bpf~;fbn~' ;rriakihg-be'~"t:>0.:se of thi'§fi-:i~:h:iship

>'b;bn:f'ere;i1:6~" ol: 'rha'j at:' -AID~i- icaA.iNa 'Jap'§'hes~':' coitip'anie'~- '50' as

to"prep"~frk for" th'~i:'pok~ib'l§ 'chAhges in' i:.h~'· f'Ut1ite:~

The Lic'~n~in'g; -C'btr&riit~tee"OfJapan.' p'ater1t:';'Ak~ociatibn
issued in March, 1982 ·the' data under ·the title of "Study

'ofthe Guidelines'll. The"'~:e"data 'a~i= 'prOdhct":b':E: a

Y~b~rr6hs-'woi-k' bbmktiIni}i~:,·t\"ib '~/€:'ark::of 'dd:scuss:Lons

attempting the systematic and comprehensive'analysis ·of

the JFTC Guidelines from the standpoint of Japanese

to you suchcurrentl"foblerns of thE> JFTC Guideilihes with

the emphasis on those items that arlO pointed out to be

general. p~,oblems in such data.

280
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(1,·) ;;Necessity-'--to"C'6rrespond tb':the·· Change of

Tnt"ernat':1.on-al Si-tuatidn-'

the late 60's were referred to by JFTC in

establishing i ts'GUidehnes ; But the rec'ent··

decTsTbns' -ofth8JIl' -ceaCh"u·'s'j"'that';, theii' p'bsition on

Antitrust cases, has' greatly changed,' The'so'-called

··c:hr:istrr~as I:1es's:agef<by '-Be' c-ommi'ssi-bn-aridBIRPTI:·s Model

:'Law'Ior'Developillg'CouIltries on TllVeI1tibns : (19 65)

have' \:lndergOne: "signifLc'arrc 'revLsi.on s-, The5e

tr ans i.t.Lons have::mate.rlal'ized:, ;for:example-,:- in the

increase of per se illegal types in UcS.A .. ', in the

announcement of the Block Exemption Draft by Ee, and

"in WIPO' s.NewMolie1 Law fbrD.evelopingCbullt.rieso'n

Inventions and Know-How (1979-80). ,IIl,tlte:Irteantime,

UNCTP~ is now engaged in a hard-hitting campaign

toward the adoption of Codebf COIlductfoF .the

Technology T"'insfer.

The tone underlying the legislation ·in·the

de\r:e-iopi'rig ·:cotihtii'e.s ,;. howEver:r::is'-the a t.t.emp'a to

. "p'rot,ictanddevelop'the technology 'of their own

countries atthe.expense of ,the rea'soIlabTe>:r:ight of

the antimonopo lyregulatiolls oftheadvaIlced'

", 'countries 'iricludi'ng Japan, aim 'at mainta'iningthe

fair ',competition withreasbnab Le protectioIl 'of the

li'c'ens6rs- L::r'icjht6n: pa:te-nt,:,and-:Xribw-how.. '-The;
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purpos~,,_ot:>:r_,E;g~lations is _su:b~-tantj,.ally cl~fte;:I:'ent.

We cannot accept the regulati01J.s of the. developing

countries which are extremely stringent or which

9,~l,y~;i,rn_!2::t:the interests-of, their, .own .count.r-Les ,

HOWe=Y_~:I:",/when we c()n_Ei.t.der::tJ::~ose cha.ng8:Ei,',:i:1!

internSitional- soci.eti.e sc and the r ap i.d. pr99.:t:"ess of

J,apan 1'5' t.echno Loqy andieconomy , we:cannot: derry the

req.~:i~~me;:I1:t ,,"I:.9,:;re;:.vJ~w_:,the;:C.9n,s.:i::t8:P:C:Y }?:J: "tJ:1e" ,J:FTC

Gp.idelin,e$ with .t.he internatioI1al .sa t.uet.xons. so as

tO,make ito more flexible-tospcl1.:Cl:r?s,tic. chariqe s and

·:r:ea,l,i_:t,~:es,::Te.c;c>ns,i._c3,~_r':il1cg·t:..h_enature ..-qt, .t.he. _

~.ui,d,~J..i_p,es .

u(2) Necessi tyto Consider· the Supstantial Obstruction to

compet:i ti;on

:,:rapa,n/,'sa:n,t.imonopoly r:-egulat~o,ns.'are paict.to.be

constructed on three pillar:s).-:nEt~e.ly rE?glllat:i-on of

"Monopoly"! "Unreasonable Restraint of Tradel! and

II Unfair~us-in~ssPr.act~ce.su.. The.'JFTC .Guide~Lines

ar~::Qn1ycrit.e r i.a ,.fort:h~j1J;dg,eIll~:If,t:();f "Un.fa i r

.Elusiness Practices". JudgiI1g f.rom the way JFTC

.00ppliesit.s,Guide.lines, it appears to have ,the view

subject activity on trade might have over t.he

::-,subS1:q.:utiiCl.:l,compet,ttiqn --,in :::.th_e._.• Irlar~et .i.s -an element

not r:elevant to the judgement of Unfair Business

Practices. This explains why it applies its
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GuideliI"!-es" .£ocus.sing, ,on the .ost.ens i.b.Le. "baLance II as

seen in, .nhe "regul~t:.,ion of grarJ.t __.bacl<: c Lause, ,...Wpich

give rises to an .i.mp.ressLon von the :P~F,t: of Ii,censor

that JF.TCmak"s rigid judgement lacking

considera,ti,ontothe: presenc,e of subs.t.arrti.a L

"rnai.rrt.enaric e 'of,.competit,~pnl_I~" -Onthe-otherlland,

many companies h~ve regarded the Guidelines as

indu,1.gence" as s umi.nq thatres,tr-ict:ions _I1ot:~pep'ified

in the Guidelines are lawful. It is therefore

desired. that JFTc should avoid the fixation .of

.i.nt.e.r.pr e t a't.Lon i by applying .tlle .Guid.elines with more

flexibility f rorn vt.ne viewpoint of'-:econo-industrial

poLLey. We apprehend that too much weight on the

formali.ty might lead JFTC toa resultofqv.e"looking

the phase of substantial reg\llationtoward

uMonC?p,OJ.,yu ',or n:Unr,easonal:?le:-_"g~straiIl::t:,:Q';fTrad,e:,"

which gives moreunr,e:-?-soDab1e. effect oye.r,the market

from the viewpoint of the original purpqseof the

Antimonopoly. Act.

From its birth, the Guidelin~s have. been

characterized as JFTC IS; Ln-ihouse ,criter-ia. This

character, should .be. maintained in, the" _future_as

well. Anci if .:rFTCai?pliest.he GJlidelines with more

pres~nce of substantial obs t ruct.Lon to competition

in the screening of every agreem~nt filed. We

e~pes; that if JFTC makes most of such flexibility,

it may be able to establish an unitary regUlation
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~wh:i'cn':'cover's a'ts'a: ':,'11 Mo'n'opoly:n: 'a'nd"'(U'nr'e:a:soriabl~

'.:'.i-Rest-r:aTnE' of T'r'ade'u< The :Guide'l:i'nes:: f'nrl'eren>t:'Iy have

~;':::<Ehe: fTexih'ility not, found "Xll: 'law's ''dro£dina.hde:s, and

this adv'arit.aqe wi:ll enable JFTC 'to 'apply the

Guidelines in conformity to the policy of

sub s':t:ii.u"'t;'i aT:-mad.nt.eriance·:Of-:.:Cbmpefit-idd.

F3Y ,'Nec'essity to Revise thE: Screening PrOr.p.nm'e

Arti:cle-'Itern '2',:6£ th~:Ari'timbnop6r:i';.A~'t'requ.ires

tha.,t: some de-sign,::r:f'ed fnt'e'rna tiO'na'l" ",agreerne'rit.s :be

filedw:Lth'JFTC within 30 a:"ysOfthe conclusion of

both parties and 'in mast cases th~ screen:i.ngllY JFTC

-ccornp'letes:'wit'hiri 'al::lout'a -coulile'of -rnorrcns :'after the

filing. IfJFTC detects problems, first it will

'g<iVe,'th'e a:'drnin.-ist:'t'a£'ivegu-fcfa.nc'e r 'the ',so~call~'d

Gyb'seT'-'ShidO u
• I-f t.rie matter witl no t 'se'tt1e at

·'·'this:,s'fage',. JFTC' can resort to advice' in,":trial,

judgement in trial and jUdicial':p'roceedingin 'that

order. The guidance is issued orally only to the

Japanese; party 'an-d';-6fteh' :'causes ',tro'uhle' making' such

':japanes'e 'p'aify subject to'(;r:it±'cisn1and skepr.i.c i sm

on the part Of forei:gn partner. Though difficult it

maybe byleg{!ilativereasons,\'lehopethatJFTC

misunderstanding on the part of foreign p'artrier,

taking'it in good consideration that they are not

included in the addressee of the JFTC judgement.
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'POs s ibiii tyOft.he'Exten:dedApplicationofthe'

Guidelines to Other Technological Agreements

'-There"a'r:e""pros-~and 'cons a:s~t'6::~he; extiended

eppLj.c'ati'on 'Dfthe .JFTC'Guide l{nesitot.heC:ategory

:'6r agreemsrit.s -s'uch as' Ticeifs irig ag'r e'-etne'rits:•.fb.r

technology expor t , domestic liceIl:si'ilg-agYeern-en:ts and

other agreements such as for joint development,

s'ecrccy ,::tindertakirig':'arid,":'so<f6rth.

The "pre'sent:':JFTC ",·Guideline's :cc>n:-cefniri'g ""Unfair

Bus i.ries s Practfces II ,'-:cannot""'fu11y "cove.r -some

particular. ;'agreernents"Qutside':-the :-:categoi'y of the

technology intfoduction 'agreements like

'cross-licensing:agreements or patent~pdol

agreemeIl'ts ',

So;JFTC' is':now "under review to'make::more specified

and,::,substantia.:l',;judgemerit:of: such aqreernerrt s as to

whether they'cornes "under ,IlMoricrpbly" ahd! or;

"Unreasonablei'Restiaint::bf:trade'!;.' . As to the

domestic', :l'icerisini;(agreemehtS~i' the:r(e:; have- settled

the practice to apply the present JFTC Guidelines

in;ut,fti~::"·'mutandis';. Therefor'e·::we" dori' t' have, the

neCessHytod",visenewguideliI1es illtendedonly for

domestiC app Li.ca'ti.orr, Regarding< the l'iCense

comp lieated··prohlems 'like coo'rd.i.natioI1·with the

regulatiollof the ill\portiI1gparty's country or

enfo,:ceability of J'apim's ,law in such country' and it
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will be quite difficult to formulate new appropriate

guidelines.

Through their 1,qn.9 experi.enca ,?:~a;~IAtpiSi::ra.ti.on,

JFTC]oasmaqe av"il"bleto·i·tself ap~leof

antimQ.1102Plcy-cas:~s:'wl1~C_11,:,c::ans.~rye-,:.C!:s good criterion

for their judgement. Tohese casesIl)ay be classified

into twq c;Eitt?gor,ies i one where, JETe' 5 : application of

the Antimonopoly Acti"objes):ively.foreseeable and

the other where not. It is our opiI).~9~:'t:11<:it

guidancec1lnc:lerth", JFTC. Guj,d",lin",s s houLdrbe limited

,.to .. the cases oLthe first c::"tegory r and that JFTC

shoulq ta)<e a di".cr",et attitude.to the formulation

ofa guidelil)eiPtend",dto be applieqin afield

which:,i$;,:p~~m.~,tur,El__ ·91:',,_,;;-:19):1: in m9RA-:lity:o

We can.evaluatehig]oly the: r'o Le th", ,J)3'TC Guidelines

have played ag"inst yiolationoft]oe Antimonopoly

Act; On t.he oth",r hand, as to the legal

Guidelines, i tis .t:cue that•. ne;ither JFTC nor court

has little .chance t.o accumul.at;e jUc:lgeIl)entor

decision, and we cannotjdeny the fact that, in the

system of the Antimonopoly Act, this field has
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.underqone no ;,:J..egal-sprt1:tiny:;o:r::.,cseen no significant

;,:'t;:l),eor,eticaJ.. development -:tQ date.

We can· highly value. thellistorical significaticeof

1:.he.JFTCG\.1,idelines but it .is.strongly required that

JFTCapply ..them Wi1:.h. mor.eflexibilityand 'take more

coosLderac i.on -t.o the adapta:tion to: .new.ic i.rcurnst.ances

inorrJer tocm,respondto1:.hechatigeof. .arrt.Lmonopo'Ly

'.re,gulCl;t~on:s ion advanoed.rcountrLe.aiLncLudd.nq -U;. S .A-.:,

:t:.he-st17~:qgthened regulati:on on restrictive ;business

p~~~~~~es in the q~veloping countries; and the

emergence of the technology. agreements of new types.

4. Relationbe.tween the JFTCGuidelin.es.and .the·NineNo,-No' s

We-would lik,eto 'I:'.8v-ievr ep.chrest,rictJono:utlined:in' -the

JpTCGuidel.ines in comparison with the Nine No-No's of

the Antitrust Division of the. U.S. Departmen1:.of. Justice.

Unlike Nine No-No's, the guidelines are not the'

enumeration limiting per seil'legal 1:.ypes of

re::s-trictions:. But both hav.e many items' -Ln common and the

comparison may help the American members to understand

our Guidelines. At the same time, the comparison would

m?,rkou1:. the diff.erence ofeachappro"ch"ndwill make it

antimohopolypolicyfroma.comparative,-law perspective.

All1:.hesewould.be.ofany help inthefuture·tothe

h"rmonizect appLd.cat.Lon Ofb01:.h <:;pl.lnt.r.ies'application of

arrt.LmonopoLy laws..
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He'fore -go,ing into:the":di-s'cl.fs,'s:ion ,'6f eac'h i't-ern,: 'pTease see

the comparison table of theJFTC GuidE!1:Lnes ·andN'ine

No-Nols in Table 3. We can see that seven out of Nine

Nt>rNo":5, ha.'ve'-the£r.',::e-qu:ivci-l'ent in: the JFTC,Guide'liries.

:'l'WO ;j;,_t'ems:'hav_e '-no c'ounterpart in---the Guide l.tl1e s .: -Name Ly ,

.'ItemS,L(:denial of license to third partiesF.a'ndTtem 6

·(mandatorypackage li",ense); The former may come under

-;',,<t'he',icaiegory~of-ll mo'n'opd l y l1,',--a s ae:'f,i'ri'ed,,--in our- : An:tirnonopoly

,Ac't/> .Ar-t.Lc.Ie 2:/ It'em'S. ;T,he la-t-"t-er:-theor·etica:.~l:l-y::is one

<of;-t-ie,'-':in'<,a-rTangements~under,' lic:e'ns:'frig'-agre'-ement'--':a'nd may

correspond' tinour:Antimonopoly Actt'o the Item '13 Of

Ge'll~rat-; ;'De:s;ign'ati'bn >Ctie..;:,::in'::a:::r-r:a::rlgertien to) of' -:'!Uhfcii-r

Business -Practices I! as defined in Article 2, Item 9;

.. th()1.19" t"Elr¢ may .be. much tope.. aisGll.ssedto the

appropriateness of such comparison. Item 6 of Nine

Nb;.;..No 1 5 e.Ls'o .cove.rs' :::the' :pr'bblern: 6'-f-,:u'e'xce-s-'si"ve-::roy.a.lty II.

arid- may be cons.i.der ed i t.ovbe inc:luded v,i:rtu'al'ly<in:-:.rtem

(8) of the JFTC Guidelines

(1) Restriction·:on Export Areas

,(Item,(l)...of the JFTC Guidelines, riot provide'd in

Nine::No...;Nb

The JFTCGuidelines 'appr·oach is to judge presence

the •.• ,unbalanceofbargaining'positionbetween

licensors and licensees. This restraint should be

rnore<essentially·:recognized and regulated as' one

type of "Unreasonable Restraint of':'-T:tade-Il 'which
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:threa:teits' fb<re 5tiTf'·T'r'1-ihter'ria:t:'ional 'market' >'sh"aring

or ·,-·i:rfteiria't'i6naT ::c'a.rt'e'l~'

In.thi:s,r'e:srfec'tT\;ie: :ETnd' the' :a:tSp'rdacli:by:'<U~':S':'-~A. more

:to-the':p'o'int "whi"ch :proCe'-eds" t6:the' re'g\i'latfon 'after

tshe judgement of the actual e'ffect on the

-'"campetit:io-n.·,fr6rnt.he \iiewp'o ilit·:o'f"Unrea-"s'on'ahle

Re's'tra:int-hf'Tra.ge 11
\ ' ; . Thi;s "'2ippr6ach' -Ls re::fleC'ted in

the issuance by the U.S. Deportment of' Justice of

--:the II An'ti tru:sfGuide:Por: 111t:.er.nat'i6iCa-y operat.Lons

(Jan., 26, 1977) which should 'be studied in devising

any '-'guide:lin:-e-.:'

(2) Restriction on Export Price and Quantity

(Item (2) of theJFTC'Guide'Lines, Iterrr90fNine

No'-No's)

These two restriction items, namely (1) Restriction

ohExport Areas,'arid(2)' Restriction on Export Price

and Quantity, '·mightbe put \;ogether'irito a 'sing1e

item under·: :thetitle' -of:," Refstr'iC"tibn'on.;':Expor:tJ' in

line w'i'th ,-the: :in:ternati~orral:'trend sucriras. -Of

UNCTAD 1:'5 -code bfdConduct. ':I:n: that",'ca'se "''''.itf's'

highly p:robablethat t.riey delete the exclusion

<>lause(b )whic:h 'allows the licensors to restrict

'activity

There are>preiiaHirigbpinioiis in Japan that,

'conside:ringthesllHicient competitivelless' Japan has
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;~qquired,iI1;_'Vari.ous~nd,ustrie..=i: ",J:FTq may. ..as -weL'L

employ the basic policy to st.and on..the viewpoint of

subst,antial-maiIl:t~nanceof compe.tLt.d.on-, as-is .seen

in t.he- :rlag_ulat~on_-of some,a_dva,Ilyedcountri,e,s based

on such policy under which it is. entirely. up to the

licensee whe t.he.r v.t.o ,:~.CC,E:!pt tl1,e:P.eE;tr;i-G:tion.:on:.export

or .not. Such poJ-icy is a Lso reflect.ed in Nine

No~No,' s which r::e,gu.lat:ethe:' r.est.ri.ct.Lon on sales

pr~~,ef:<espeq~al:Lythe r-equ Lr-emerrt, for the other

.P~Fty,ofA~ a,g!eemen~ to maintain the lq~est price

of goods. This will offer much data for the

adoption of such basic policy.

(3) Restriction ofCompetitiye Goods

(Item (3) of the JFTC Guidelines, Item 40f Nine

No-No's)

TheJFTC Guidelines are grounded on the theory of

balance between, licensors _·andlicensees. But;. .:the

r~gulaJ:.ipn "CCl:t'l,ce:rn:ing:·grpund,fpr j'L1,sti.f~cp.tiQn_

spec:if~_eq'.ip., its pzov.i so is una.que .toJapan,i,n its

wiiY and forms a striking c:ontrasttotheregulation

in. many foreign countries. illcludingIJ.·S .A.",hich is

baped 01) the theory qf maintenance of competition

probable that this Japanese regulationj<iJl change

itself in American ways considering the doctrine and

the trend as is seen- inthe::tfansi:ti<::m- in the

antimonopoly la",s. For.exarnple,.restrictionon the
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competitive goods may be j u dq.ed as, lawfuLbased on

the rule o-f reasons i·f' a licensee"under:'. the

licensing agreement of a trademark makes uS'e-- of a

Li,censed trademark ~:,~:_: __~1::~, 'P_,~E':~~'_~1?:_-::~r():,?ds-,and

.t.hreat.ensi t.o c ause confus i.onto f ,'identity' between

licensorls goods and licensee 15 goodsa

(4) Restrict ion on' Supply SoUr,ce of Materials

(Item (41 ofcTFTC Guidelines, Item l,of ,Nine

,No-No'sl

This has beenc,onsidered in, D.S,.A. a typical per ~

i lleg'al,: re st.riCtion of,:::the. :-ti!?:",in,arrangerne.nts, and

is listed: up:at:.the h,eadof -N:ine,:NQ_~No',so. H.oWever I

j"UB,t, as .t.he:' Americans'. have:.Fecent'ly" given, Nine

No-No,' s a second thought based onit.he r'uLe of

.r.eeson.sv vwe .t.hd.rrk ,it,- -worth~onside,ring-tP_-adrrl;itthe

r e s t rc.ctaon bf,this:type.:,insomepa.rti,cular -cases r

for example, when there is gopdtechni.cal reason to

design'ate the supply source; or the use of

designated materials belongs to the licensor's

know-how; or, in license agreement with the license

of a t.rademark, the good",ill;of th.e tradema,rkis so

great that the quality pfthe goOds is maintained

the justification of the regulation should be

strictlylimited.to i.the.ca.ses mencLoned iabovev.

29,1
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(5) Restriction on Sales

(Item (5) of the JFTC Guidelines, Item 8 of Nine

NO-No~ s)

(6) Rest-rii:t·ion On: Resa:lePr,ice'

(Item (6) of the' JFTC Guidelines, Item 3 of Nine

No-No's)

Thought,l1ere:isa little'difference in the way of

r-e qu La't Lon , the regulation 'of these items (5,) 'and

(6) are essentially the same in Japan and U.S.A.

What is worth noting, however, is that with respect

to Item '(6), which is partly related,toItem9 of

Nihe'.;'No.""'No"sJ'many 'countries including:. U.B,':.A.are

adopting' the policy to deem even' the restriction on

licensee's,' selling price illegal. TO the contrary,

JFTCis,bf the opinion that restriction on

licensee's sellingpriceshould'notbeheld illegal

;:p'e:rse'."so :lo-ng ':a-s:it is <reasonable: for t.he: exercise

-'''i:'of'Ticeris:or):sright:. Undey:,th'e present

circumstances, we would'liketp support thisJFTC's

view:'.

(71 Restri:cYibn :bn: Improvement-' a'nd Invention

c(cItem(7)of"the JFTC Guidelines,' Item 2 of Nine

As T have already expLaa.ned r this restriction is

causing most of JFTC's administrative guidance and

reveals many problems inherent in JFTC's formality
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·_<?_:;:'~.~~::t:¢:9-n~PP,_:l:::J:C:{;l:t;,-',i()_n-,-g:t::_tl]._~ ;~~~<:1_¢J,in~:~?":::,_p,i;:sedT9n:':::the'

balance theory. TtwillbeJFTC',s, f u t.uze. task to

undertake the study of general situa.;tlo'ris·;- over the

grant-back arrangement and the detailed theoretical

analysis - 'overexi:s':t'e'nce: 'Of the in'-tehtibn: Of

monopolization.' As" to the adequacy of grant'""back

provision: .i.n.' a>:,n9n;;;'exc-1-usive La.censi.nq agre'erne'n:t for

patent abone, 'there j seerns',to be room fOl: thorough

: r ecorrs.rdcrat.Lon in: the: compar-isonwith':-:<thew a.,f·fa.'irs

that--,after the pubLi.ce.t.don of: -:t-he:~pat'ented

technology, any third party is likely to have the

.ctrarrcer.of. ;obt'aini:ng:'_ improved<innova t.Lon ,

(8) Excessive Co,llection; ofj,' Royalty

, (Item (8 ) of' the JFTCGuide1ines, Item7;;bf"Nine

No-NO's)

The Guidelines are too simple and may be too

abstract in their expressions Ci_~t:g:1.,fid$:l:it{es.. ar,e to;

regulate various restrictions including the package

licensing. What is called the' coercive package

lic:ensing~,p-"ingregulatedby, Nine No-No's is deemed

illegal·· uhder the J·Firc Guidelines.
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p.22

{9}" Restrict~ion;on' ·the.>Qual-i tv: of, Raw Materials: or- Parts

(IteI!l; (9) .of the.JFTC.Guidelines, No.tprovided in

NiI1~:/No~No:ls'l

Item :(9 ).of •.the. Guid",lipes·. reglllate .ther.estriction

on q"alityof .raw mat.e.riaLs . and parts and. on quality

0'£ patented· good?It.seems.·to us that U.S.A. and

some.. ot.he r countries.deaL.withthe I"estrictionon

quality of raw miJ,teJCiiJ,ls and paJCts asamat.ter;n

the tie-in arrangement-:- ,and:,-the restriction on

quality of patented goods as a matter. in quality

control. We hear tha.tin U. S"A; . the quality control

is permissible so long as it is necessary to avoid

the product liability. In. this conj;.e.xt,the

Gllidel:ineswillne.ed amendment if the legal

principle of product liability is established in

Japan as well in future.

(10) Other Restrictions

The re"trictiops enume.ra t ed, Ln. I.t",ms (1) thr9ugh (9)

of: thE:: JFTC,Guidelin~s .are..',.only.: "r,epresentative ones

which are 'liabl.8::::.to;-.come .undez unfa i.r .bus Lnes s

practices II and' we should note that it is not

by such nine items are outside the coverage of

regulation.

..
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In."hi-.s;boo.k -ent'itled "5-ntern-atfo'nal Agre'ements: and

AntimoDopoly:,c.:.Act,.II,Mr'.::' K..K!iwa i,;.the f o rme r;"he'ad of

International Section of JFTC, lists out the

followings as examples of the other restr~,<::~:i:9~s

d 1) Rgstrict.ion .on usaqe of diCensgdtgchnology

after t.e rrru.nat.Lon__'ofth~;, :agreements.

C2.J/Unilateral.terminationof:the patent: l:icensing

i'greemenj:by the ..licensor.

(3) Gener.a-ltie- iu-c.lau-se .

(4) Obligation by. licensee to bear the .cos trfor.

publici loy and propaganda.

(5) Others.: Prohibition; of Sales to clients not

satisfying the standard of the Guidelines

designated bylicensori licensor.',s.,r.ight t'o~

-approve the. sale? promotion dat.a s uchr.asr f o r.:

pu.blicityor propi'gi'nda;lic",nsor's right.to

p rohi.b i t : to ,dev.e Lop similar good-s; ~-licensor,',.s

'preference right to pi'rticipatein the joint

venture company which produces>simi1ar.-' goods;

right·to withdri'Wilplan

There' seems to have been, few,·cases :of,',administrative

guidance, on 'these,::restricti,on:-Lterns, and much.zremei.ns

2.95

.'
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to: ebestudiede,for .t.he establishment of,theground,

i.:,extent.'.',:.'<degre'e ,and.,':procedure.o'f-' ~'the:: ::regul'ation:.

5. Con.clusi-on:

On Jpnee15/e1982JFTC announ"edethe ,amendrrtentof the

so-called II Gener.aL 'D,e:signation:'of:Unfair.:' B-usiness

Practices" (FTC Notification No. 11, 1953). This new

desi,gnatibne (FTC Notification, No., '15, 1982) came into

force as from September, 1, Thecbld'designation

categorized twelve types. These 30 years after its

promulgation have found signi.ficant changes:.in':, economy

and commerce and, among others, the systematization of

marketing>industry has greatly progressed. As,the

result, some types have.;;come.:,·to:.::,include'.various sub-types

of unfair business practices. To cope with such

s i t.uat.Lorr.t.he new Des.i'gnation have're-cla's'sified these

types into, 16 categories .JFTC explained that ',this

arnendrnen t.: neither,:-in.tends 'to-:strengthen nor .re Lax the

regul'ation".~t'O:'urrfa.ir: business practices but: .that it

attempts,toclarif){each,category. The Guidelines which

I have exainined in this t.he s i.s is, closely, related to the

Genera'l.:' De's'ignat'ion::'but no.. ameridmerit; .as expect.ad to the

Guidelines themselves .c

Further, JFTC has come tOJ:"egulate the kind pic agreements

to be filed in the Regulations of its own in accordance

with the 'revision of: Items 2 and 30f Article 6 of,

Ant'imonopoly Act, which>has)been made effective as 'from

:296
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exclude the agreements,. maj or. ones 'of which are

po2S

297

year) 0000

I hope that this will be of

, -, ,-,

these k i.nds' had 'oocupi.cd QO'::'{ar about one third of the

. .. ;.. _.'

..' ,-. ,~. '- _. .

agr~-ements.£or expor t; or impOrt, of' ,piant'[ and agreements

fo r prbviding services f b~ing'- ~nlik.:elY to violate the

Ahtimonopoly Act. According ,tq JF~C, the agreements of

July 23,198 ali;hough,i;he kind was si;ipulai;ed by i;he

Aci;, so far.Soi;hai;JFTC on the same date executed "tll:X

Revised Regulation", (FTC Not ifLc a t i.on No.3, 1982) to

i _ • ' .: ,":
total agreements filed (about

(Guidelines to concr e t.e Re st.ri.c t i.ori Lt.erus ) in comparison

I. now wish rt.o ccmclude the, report of the present

situation and Lssues vo f Section' I of the 'JFTC Guidelines

various ex t.en s i.ve and pzo fourid .:prob'lems ~egard:Lng,:S~ction

II (Analogy. to Know-How Licensing) and Section III

(:g:~__ecut.i.on .9J.;RA.,gI1t. _:.,:J.':!ldl?1;",P.~rt:~nt:,,::L.aw; ~tc:.) due to 1:he

purpose of thisthesise.nd the:':r~stricted pages and . time.

Iwa.nt; te;' report: on' them on anot.he r occasion.

with U.S.A.: ' s Nine No-No'

any help in cbping with the expected amendment of the

JFTC Guidelines in the future', and the change of Nine

N()~N()'snowtakingplaceinU.SoAo I could not touch



~ Table 1
1st Theme
Japan Committee Nof1
FIPA, 1982

I:' •

International/Licertsing Agr~em~nts Filed with JFTCNt,lmb-er
and Numb~r of; Adirilnis'tra

(.5 ye,ars' 't hrough

, , ,
••••

.
;~umber of A~ministrative Gu~~ance

Number Agreemen t a.uiLLed
, , '.' '.

,
Ijit e rna t Lona l Agre emen t s Licensing,'Agr'e'emen:ts <

•.. ', .' '..' ." , , .
"

International Licei:tsing Number 01 Numhet of "Occurrence Number of Number of Occur-rence
Agreemen~s Agreemen:ts Agreenent s Guidance Rate Agret~ents Guidance Rate

Guided , Guided , , ,',,
.

..,
-:

"

'.

1976 5,999 1,260 ' 380 453 7.6% 241
.. ,

289 22.9%
"

-'. '.
" " '. .., ..,

. , " .', .. ' , . , , .

1977 4,777 1,21 314
,.,

395 8.3% 212 25lf 21.0%
': ',.'

'"
" .

1978 5,768 1,356 375 499 8.7% 228 295 ' 21. 8%
, '.

" r.:
. , . , ' . .

••••1979 7,163 1,499 359 482 6.7% 224 , 320 21.3%
-: ',' ,

'.' -. ,

1980 6, 13~ 1,522 274 348 t : 5.7% 200 263 17.3%
I

, ',' .:
,

", I, ; ..
'. "'. , . .' .: ..'

"
Total 29,836 6,848 1,702 2,177 7.3% 1,105 1,421 20.8%

. '

,j )y
<>0.



CATEGORIZED'SUHHARY OF FTc'S ADHINISTRATIVE GUIDANCES
GIVEN TO TECHNOLOGY INTRODUCTION AGREEMENTS DURING LAST 5 FISCAL YEARS

Fiscal '"ear .1980

i
To~31 Agreements reported to fITC: 1,522

-

T"ble 2
1st Theme
Jopil'i\ C6mmittl"~

PlI'A, 1982
f:o .r

. f~a'~'~~ory a

....,.~danc~

'Caregory~ '..
ot Industry ..~
!'lining

Conn ruction

~anufac.turing

Improve
ments

,
13'

Restrictions on

f°ll:petiri'-ISUPPIY
~e Goods Sources

i

31

Market
Route

33

Res.!!e
Prices

15

Unhir .Bus Lne s a
Charge on

Quality ollUoutilhed
Materials Technology

10

Practices
~Ion

of ParaLl.e I
Importation

piillHc
Release

Other Resctrict:lolls
Hanner I Business
of S.ale Acti,,:ry

Other

11

Unreason
able
Restriction
on Trade

Total

,
'"

Pereentage

1. 5,

97.3_

'-:ood

'-Te!n\l.r,e 1 " 10 1 5.6 I -
H:-):'

"";'ood !1mber I ' l.l
-Pilper'Pulp

-."iiblicilHoo
Printing

-Che:llical

-f'erroleum"Coa'l

I'

"
1

z

I
as

1

--

u.e
o. ,

":'Rubber Leather

-i'ottery

-He tal

-General·1l'8tr.

I

1B

33

a
13

1

I

"
"
59

5.3

1.1

9.1

22.4

-Precision Lns t r ,

-Electric -r ns er . 13 ."
O. B

7. ,

s.3

6:8

,0.4

~

"

18

~ 1-

-

I
-

-

-
-

1_-

I

--

I

-

I
I-I I I I I r=I

1

11

-ocoe r s

Est~te

Insurance

-f r anspo r t a t ion
lnse.

•• o"o.~ortation
C6t:'::l\lOic~riot.

Ej,"c~ri.city Gas
;,;:ire ~

'Wholesale' Retail

Servie" Industry

Others
-

3 1-.1

To~al "0 32 33 IS 10 12 l63 100.0

.\,inualReporrs of fa.'.ir Trade
(l9ii throu{:h 1981)

~

'8

!'''::'cent~ge

Source:

53 ;2 12.1 1.5

Commission

12.5 5.7 3 ..8 3.0 2.3 O. B 0.' u 100.0

N
~
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Fistoal Y"2.r 1978 Page J

To[",l'A~reemen[s reponed "Co \·,,)56

2..:.§.
89. S

2.0

6.1

P"I"centag •

J.2
264

6

18

I

Unreason-
able I Total
Restriction
on Trade

i s

Other
Other- Resettleri"""

.• HII;:;~-Business
of Sale I:Activity

Public
Relellse

I

2"'-=i I

Unfair Business Practices
Charge on Prohibition

Quality-of Unutilhed of. Parallel
H.aterials Technology llnportation

--

1

12

Market I Re_~ale
Route Prices

1

2.
17"1

)

L lll'prov,,
mell.S

-'2.
158

~I--,

I

"CatI! aory f----+-;;-:"'O"CCOC"C:::--.,,-
Guidanc'" I

Cat.egor):
of Indus t r y

ling

·uc~icn

__"turing

ood

-u ex cur e

-wood Timber
D __ u Pulp

• ub Ld ca t Lc n
Printing

-Che::oical

-

33

I

"

2.:l
0".)

['4.J
D ' eu,. Coal

-!tUbber- Leather

-POttery

-Metal

z I 1

l~ - s
21

1.'

1.4
1.7

1.1

Gener"l··lnsn. 4) ;1 21 , I 1 " H.I

-Precision -tns er , J :1 2 as 8 .e
-Ek ec t ric-lnst r .

-1 raosporta t ion
lost;

-Others

i 9 :1 )

B d 2

15 :;'1 3

z r 2

6

21

JI

I

J.I

10.S

lJilolesale'Retail

Finan::~ insu,""::e

!local Estate

1 r"osport" t ion
Co=uni::3tion I I I

E:11!6trieiey' Cas
;';iaer

Service' ·Ind.us t r y z

I I I I
2.0

Other~

,ota 1

?erceneage

11)

S8.6

I

"
IS.9

2

22
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2

0.1
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J .1 o.J

2
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FiS~Jl Year 1977 Page ~

Total Agreetiients :"e o r r ed 1 ;,21l

! · . .
• . .

I~
. ; . .

Unfair Business Practices
.

•• tnr easee-
. . ....

Cuidallce Resc::-ic:rions en Charge On Prohibitloo Other Resc:trlctions I 'able . Total Pere'.mtage, Improve-'; Competiri- Supply Hat"ket Resale QualHy 0 Unutili::ed ot,'Parallel Public Han'net Business Othet Res r rd c r Ien
ka~egon- eenc s ; ve Goods Sources Route Prices Materials Technology 1lcpOrtHiOll Rel/!8se of Sale Activity on 'rude
!of Indu~cry .

1
.

I.'!inins .

!Const[uc.rion 9 I 10 3.9
i~anufacturing I" J5 1Z e 1 1 2 S 9 236 92.9
:-Fooc . I s 2 1 1 , 3.'
!.IelCture

. s 2 I 6 I 2 , 19 7.;

i-\.:ood 111%1oer --2 ~: 1 · I , 1.6
!-P_aperP"lp 3 iI I 1 ... s 2.0
-Public:ation IPl:inting . . . . . . .

.
3 , -

-Chemical " . 2 3 31 14.:S

-Petroleum Coal 1

I-Rubbe ~Lea ther
,

I II I . I ' o.~
-Pottet"}' I 3 ''1 I . .

, , 1. '6

-~leal- I 18 , 1 . 1 24 9 ,

-General Inset. I· so 13 ,
67 26.4

-Precision -lnstr. I 3 1 I· . , 1."6-
-Ehctr1clnstr. j- 21 3 I . I 3 . -29 II.'
-1 r cnspo r ~II t ion J3 3 1 17 ..,
Ins: ~

.. . .. .

-ce oe r s Jl 2 2 I " ..,
Uho1esa1e Retai-l

r-inance-lnsuranc-.: . . •• .

Real Es~ate ;J ·
;:r an s co r t a e10n

.
.... .

;:o;';';"uiiieatior, .

:~~~~:-iti~:' Gas _-, . . .. . .. . .. . ...

S";-;"ie,, Incius~ry
. , I . .. .. . .. ....... , ....... .. .. ... . ... .. .: , 2.0

O~hlln I . 2 ,
•

-r-:. ... . 3 '.2
10ta 1 I" 39 12 a ..... 1 I 2 8 9 2S~ 100.0
!~erce:l[ag~ 66 S !I 15.3 U 3. I 0.' o , 0.8 a. I 3 s 100;0
I .

,

co
o
~



I:isc1l1---'i e.a~+97b·

;IOt31 Af!,ree",ents repor:cd to 1, 2(,0

Page 5

w
o
w

I~
'., : '.' Unfair Dusiness r rae c t ces Unre3son- ..

I GUldance Rest-rictions on eha-rge on hohibition Other ke s c t r rc caon s abh Total Pe r c ent ag e
1 1",:;-ro,;e- ~"tnpe.titj- Supply ttarke t Resde Qualiry of Unu t Ll.Lz e d of Parallel Public flanner Busine.ss Other Re.strictio"
jCategoq me:"!ts "'e. Goods Source's Route, Prices ,> tlaterials Te.chno10gy l",port"tioll Release of Sale Actlv:ty on Trade
i~f lncusen " . , " .

")"hnin&

iConstrucrion . , , :' 2 , U

iManufacturin& ! 196 1:" .... • , 1 , 1 1 tJ s 182 97.6

'-food , 1 I 1 e 2 8

;-Tex'c!,re , I 2 1 I 1 , 11 , 2

I-;';ood Timber 1 I I . I J 1.0

'-hper, Pulp , I .: ,'1 . I O. J

I-PUbliCatiOn -: I .... I O. J
Printing

.' .

.-Chemical " 8 s ,
" L7. 7

i-Peao1!!u,;, Coal I C I 2 0.7

I-Rubber Leather I I J 3 8 1.8

j-Pott~ry s . . , 1.7

-Hetd s I s 3.1

-Gen.er,al Instr. " 1J ..' I · 1 119 41.2

-PreCision Instr. ~ " s . . ,.. . .' I . ·
I s 3.1

-Ek ec cr f c Instt. 11 I
,

'12 1.6

-I.ans-potta t ion " 2 i 12
. ,

17 Y.'S"
Ins:.

.-oene r s 1 , .: ' . I 1 is '.2

llolholesale Retail ., ., ..
I" ' . , ' I.

-.. ..
'finance .lnsurance '" .
Real r se a ee , , ·

. ,.
It ansp0rta t ioil . -: ' . I ,'. '"

.'

I

.
'.

COl:lllunicarion . . ...... . '.' ;

1!'1ectricit·; Gas I." '.• I" 'I ,
I'"a:er ·
ls e rv i c e industry . . . . .. ......

10thers 1 I 1 J 1.0

ITotal 19' " 6 , 2 , 2 1 II 6,:' , 189 100.0

iPercentag,e 68.8 17.0 1.1 1.7 0.7 I 7 O. ) 0.7 U Ll ' .. 100.0

.,
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Anti~ollopoly Act Guidelines
For Lnt.e r n a t.Lon a L Licensing, Agreernen"ts

F~ir-TradeCOrnmissidh

\ May 24, 1968
(Translate4 by the Staff office of the

. Fair Trade Commission)

Table 3
1st Theme
~apan Committee No
PIPA;1982

Nine No-No's
"Department o f Justice Ltincheon 'Speach Law
on Licensing Practices: Myth or Reality?"

Remarks by Deputy Asst. .Atty .. Gen.,
Bruce B. Wi·lson, Jan. 21 r 1975

Among
come under
inter-nationa.l
rights or uti
referred taas
following are

(1) To
license may
rights, etc.
patented

·clisted

a.
tights, etc",
area -to which
restricted
retricted

to which the
covered by patent

referred to-as

under-a, bior

~



4. fi patentee may not restrict'his licensee's
fl~eedom to deal in the product or services not
wi.thin'the scope 0:: the patent.

w
o
m

,.q

c ,'. I:n:,'~cas:e ::the:,'licensor" has granted
to a third,parti an exclusive license to sell
in the restricted area.

(2) To restrict the licensee's export
prices or guanttt$es of patented goods, or to
make it obligatory for the licensee to export
patented goods-t;.hrough the licensor or a
person designat~d-by' ,·the:Ticensor.

!'

Howev~r,.,such cases are -exc Luded
wh,er.e,;theli,cen~b,r,grant.s.'license to ex:port to
t-heiarea. -cominglunder:eit~er?f,th~, preceding
a) "b , or'c .arid -the· said restrict-ionsor
obliga t i.ons: ':imp6~fe'd ~:a.,re' oE .a-ea soneb Le.cscope .

(-3) ·Tore~trict the:licensee "fro'm
nla'nuf~cturing /'}psing-or,selling:gObds:r; or
employing,.;technplosy:which are in' competi t Lon
with the licensed subject.

,

HoweV~t::t-·; such .c a aesra.r e .exc.Lude d:
where "the licen:'sorgrants":anexclusive:"license
and imposes no '!restr-ictionongoods already
being rnanufactu~ed, used or soldr or
technology a'lreiadybeing utilized by the
licensee.

(4) To m~ke it obligatory for the
licensee to puricha se raw -rna t.e nd-a Ls rparts,
etc~'from;the:,¥icellsoror a cpa r.sonide sLqna t ed
by the 'licenso~; .

Page 2

9.' The Departmentconsidersitunlawfulfor·a
patentee "to ,require', a, licensee to adhere .tio
any specified 01:" minimum'; 'price respecting the
licensee' 1 s s a Le s' of. ·the pa:ten·ted;produ'c't:.

I
j I,,

!

1. It ,::is,'unla~ful.,to r aq u Lre . a ;,l:ice,nsee c to
purchase unpatented ma t.e rLa Ls : froJi.l;;t-he
licensor.

it



Page 3

3. The Department believes it is unlawful to
attempt to restrict a purchaser of a patented
product in the resale of that product.

8. It is It pretty clearly II unlawful for the
owner of a process patent to attempt to place
res,trictionis:: on. hislicensee:~s. sales' of
products made. by.; use.ofthe. patented process.

--_._-------------------------
(5)'l'om~ke it obligatory for the

licensee to; seJ!Lpatented goods through the
Li.can aor or 'a person designated .by the
licensor.

(~,) To r~strict the resale prices of
patented- qood s.ei.n Jiapan.

g r'-------------+-----------------
~

i
w.f'-

which

quality of. raw
of patented goods.

cases are excluded
are. necessary :to

of: ,the -r eqLst.ered
effectiveness of

where,:such
maintain ;·the
trademark or
the lIcensed

. (8)
do not

(7) TO make it obligatory for the
licensee to .. ihf!o:rtpt,he' Li.censorr of'>:knowl-edge
or experience newly obtained regarding the
lic8 I1"s e d t ec h n{j;l o gy ,: or,:.t,o assign t~e right
wi't~,'respect- tq~n ,impravedor Cl,' applied
iilvention:hy tHe" l·icensee tot-he licensor or
togran:t the ldlcensora' liCense ,thereon.

Howe\t,:e,r,'su.'ch 't:ases'a'reexclude'd
where ,the ,Ii-celi'sot 'bears', ':S'imilat:'obli'gations
'a'nd,:th~ ohliga~i6ns,'bf;both partie's are:
equRlly.·· ;bal,anc~d'in' sub s t ance .

~~~~~~~c--_'

2. The Department views it as unlawful for a
patentee to require a licensee to assign to
the patentee any patent which may be issued to
the licensee after the licensing agreement is
execu t ed ~

I
Department believes it is unlawful for ~

a patentee to insist, as a condition of the
Ld.ce n s ec vt.ba t; -h.i sv Li.ceris e e rpay -royaltie.s in an
arnoun ti-rn o tvre a s oneb Ly related t.o ,:the,
.Li c erraee ',S s aLe a.cof cpr oduc t;a. covered-by the
pa te:nt,for"exaniple ,royalties,' on ,;total s aLe s
of __ products of,,,the general t.ype covered by .t.be
licensed patent.

1-~-4-------



Page 4

------jl- ----_._-------
II. The aforementioned guidelines shall apply
to international know-how licensing .
agreements.

III. In interna;tional licensing agreements on
patent rights, etc., the following acts shall
be regarded as ~he exercise of rights under
the Patent Act 'or the Utility Model Act:

(1) To gr,ant license to manufacture,
use, sell, etc.! separately;

(2) To giant license for a limited
period within ~he life of patent rights, etc.
or for a limited area within the whole area
covered by pat~nt rights, etc.;

(3) To restrict the manufacture of
patented goodslto a limited field of
technology or to restrict the sale thereof to
a limited field. of sales;

(4) To restrict the use of patented
processes to gllimited field of technology:

(5) To restrict the amount of output or
the amount of sales of patented goods or to
restrict the fl'equency of the use of patented
processes.

~ I I~~ J j -r-



*
PageS

S. The Department believes .that it is
unlawful for a patentee to agree with this
licensee that he will not, without the
licensee's consent, grant further licenses to
any other person.

6. The Department believes that mandatory
package licensing is an unlawful extension of
the patent grant.

I.V
0-

..
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CHANGES IN ,ATTITUDE ' TOWARD >PATENT
LICENSING BY U. S. DEPARTMENT ,OF JUSnCE:

ELIMINATION OF NO-NO'S~

by PAUL M. ENLOW
Genera.I. Attorney, ,-r

Lnt e TLeccua.L PX.op"I".tyMatters
American Telephone & Telegraph Company,'

New York, New York

ABSTRACT

In past years ,the U. S. Department ,0fJ\lstice
through :Lts Antiturst:Divisi'onhas set forth rules by which
they believe the legality ,of patentlicellse agreements s houLd
be determined in all situations. These rules have become
known as the "-fj,ine No-No "s" o f .pate~t:. licensin,g. ,}'he "Nine,
No-No 1 sll'setforth s Lt.uatLonsrwhi.ch are to be avoided in 'all
cases because they supp()sedly "Would lead to "per se"
violations of U.S. antitrust laws.

In November of 1981, As s Lst.ant; Att:Orney General of
the U. S, Departlllent of Justice, William F. B"xter,' ~l1dicated

that he disagrees with the 'prior administration's policy of
applying t~e rules of the, "Nine No-No "s " ,to all patent; '
licensing 'situations. The Department now takes the view
that the legitimately acquired patent monopoly should be
respected, and that the economic effect of each patent
licensing ar"angement should be examined to deteI"!ilin" if
unlawful 'conspfracies are' at work to urrraasonab Ly T'estrain
competition·

we _'__ '_
in counselling ourv're s o e the moW,LV

announced op:i,nions of our D~E8:~t:,rn:ent?f .:rt1:?tiee_V1h~s_h are not
yet supported by decided Case law. ' It is our courts, hot the
Department of Justice, that decide whether a particular
patent license arrangement is violative of our antitrust laws.
Until certain prior court decisions are overruled, we are in
a quandar-y .

309

'.

.'



the event thatto pot.ant.LaLLy d Lsas t rous .cons equences

INTRODUCTION

by PAUL M. ENLOW
General Attorney

Intellectual PropettyMa.tters
American Telephone & Telegraph Company

NewcYork, New York

patent laws.

CHANGES IN ATTITUDE TOWARD PATENT
LICENSING BY U;S. ibEPARTMENTOFJUSTICE:

ELIMINATION OF l'lO~NO 'S:

its liceI1siIlg ar ra rigerneri,t .Ls. found to' .vLo Lat;e our antitrust

laws. Under pre<~:i.'p.us ,cou:r:,t .dccLsLoris, "such a l1censor "could

be compelled to license anyone who seeks to use the patented

process or product at reasonable roya~ty rates or even

310
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COI)sequently, a licensor that willingly chooses

to license its patented product or process may be exposed

In the United States the legality of licensing

arrangements concerning intellectual property xights, such

as patents, is finally determined by the courts. Until

recently, the courts have been unduly harsh in criticizing

licensing practices which in any way endangered competition.

Our cour-t-s J1ClY~' s t r a Lned to find that var i.ous p_~te1!-t,~

licensirigai:r)~l1g~tlleIl:t,s;w~ere v Lo Lat.Lve Of our, 'antitrust Laws,

Thus, our (:oifFt's,ha've' ia'be~led c~r,b3.in- Lfcens f.ng :p~ac;tic'ep

as "per se"viplations of our antLtnrr sr; .Laws,

loses all ).Jenefits of the legal monopoly granted by our



- 2 -

Many of the'law'suits: which.'hifve"teslilted 'in loss

of the b enefLts of ,l''l!=ents h'lX~b.~en,i,"H,tiplte4q)'the

Antitrust Division of t he U.S.j)ePilFtment of Justice.

Hence, lavry8-r-s,Cl,r.e ve-,:y i,n,teres.t:~d _ig,the cpmentsof

the licensing of patents

exp"pie,nce, is th"tthe~"adershll'prell" D"l'srt)llent of

.Jus t i.ce changes with each U. S. Presidential. a4ministratio.n,
and thustheJr: views as to. the type of patent 1.i,coensing

arrangements that. should b e prosecuted under our an t Lt.rust;

laws are subject to change.

It is the Pllrpose of .this paper to discuss recently

announced views of the Antitrust Division of the 'U.S.

Departraent; ,of~J1Jstic,e, conce rrri.ng pa"~,ent, l;i..ce~s~lJ.garrange-

ments and.t.heJr v LabLl.Lty under .our ant,itrust laws. But you

must be aware Clfthefollowi.Ilg war'niIlg:

THE LEGALITY OF PARTICULAR PATENT LICENSING
PRACTICES IS DETERMINED IN THE lJ1'lITEDSTATES BY
THE COURTS, NOT THE DEPARTMENT OF JUSTICE:

Thus, while the """ti,trllst Divi.s;i.()nofthe.j)epa;ctment no

longer __'b_~J_i_~ves ,Fhat, c e r t.aLn ,pa,t:~:nt, ,lice.nsing, prac tLces are

improper, m,,-nyofthell1havlo preyi.()usly'been held illegal by

the court s ..under our, antitrust, ,laws.. Never.theLes s; asI

will d{scus:s'"h~r:~ina:ft~r-,tli.eclttit~Cl'es ,0'£' ,our-,,~C?urts are
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FORMERVIEHS'OF ..THK DEPARTMENTOFJUS'~'ICE

During die past 'decade, the Dep~rtment has

articulated its enforcement policy' towards the licensi~g

of patents :h~i:'~h'i{t-" {&{::kribtni '03:8 'a list 'of "Nine Nri~N6"s" 1

or nine licensing' arrangements which the Department believed

to be subj ect to 'challenge under our antiturst laws. I In

fact, the Department e~presseci 'the opinion that each of the

nihJi';'-hb'~"h-~::':s'.':'--~:dk"ihh-etkht:i)/-knticOmp~:Ei't::L\ik::-:artci"thus' per se

illegal. However, a~ discussed below, the current leader

ship bf the Antitrirst Division of the Department expresses

the opinion that the nine no-no's are riot proper expressions

'of~u,{derille~fbrpa:i:e'I1i:licensing practices under our anti

trust Im.)s.2

Bi:-itkiiy, :the ":Eb't-ri1er::i'Nih~:o'Nd_No'sif :are 'as': '":fbilJti~::~

1. ni.s Urita:Wfl,l1tO reqir:i.fe a licensee to purbhase
unpatented mat~rials fro~ the licensor.

2. . It is unl awfuL torequi;."e a licensee to assign
,to 'the,licensor, ariy patient; issued after' the
'agree'ni,ent,Js _e~ecu~,7A. '

nis lltllawful torestrictapurchaserofa .:
patented product in the resale of that product.

4. It<ie' unlawful to restribt a licensee 'sHeedom
to deal inthe pl."0dllcts or, services. .no t withiIl
the scope of the patent. '

5. It:i.suhiawf1l.1 to~g;ree With'; lic'enseethat
you will notg:r"nt o.ther licenses without the
licenseels consent.

licensing of patents.
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T. Itfs uriTawfultoinsis't,'as a ednditior.'of
the license, phflt the 1i"ensee ,pay r'oyaLtt.es

'in an' amount not reasonably related'to sales
of produ"ts ,cov",,,,,,dby the patent -
example ,royaltyontotal s aLes .

8, It isun'lawfu1t:o pla"erestFLct:ions oria
licer;~e",,'s sflles of produc t s made by .us e of
a"j;n:iten.{ed ·prbc'ess. . ' . -, '

9. It isrinlawfri1t:o'require alfcensee't:() set
a speei,fied .pr, mi:tl~mum_, ,J?r_:l~e, ..~_~thr;espe~_~
to sales of licensed products .:"

PRESENT VIEW OF THE DEPARTMENT,

Beginning in Npvember, :L98:L, the Antitrust, Division

of the U.S. Department of Justice, endorsed, t.he opinion that

the. IINine No;No ' [3I' :;.are notaclequate: gudde Ld.ne s as <to patient;

Ltcensd.ng :a;r.rangements.becaus:e- J':they,a:re"ov.e~:in~lus.iveox

contain .at.rLeast; somev eLement vof .:ir'r-ationality ,'" 'an~:that';

r t •• , .ana1ysis o f those ,s1..t1.la!=ions will not, be aLded .,' .."by

usi.ngcs i.mp.Le rules whose, reality, might" be" unquestLoned d.n

occasional"is,alat-ed c i.r.cums t anc.es

Briefly, the D.O. J .',spresent p o s Lt-Loncc.an.rb e

summar~zedas '~Ql1ows:

Ther,eis nothingillhel;"ent,ly ,wrong oranti,
competitive about the market power conferred
bya patent.

"

2. The value of the' patent monopoLy .ari.s e s from
the ability to exploit the patent-based
market -powe r.

a
an.ti.competi t i-ve., it must somehow ,J;Inp!,:cc,an;
the sellers relationship
that is, it must l.nclude.a,collusive -arrangc
ment which in itself is violative of our
antitrust laws.
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The D.D"J. 's current analysis starts from the

premise 'that' a li.wful'ly. acquired patent gives the exclusive

right to make use or sell the results of the inventive

activity. So. long as the market power obtained through the

exploitation of the'patent arose from the inventive effort

and not some otrt~r,::_c:pJl:usivr,~rr::ang,~1Uent,J'there :is·no a,nti

trust proble1l1. TheDepart;Il\~J:lt'snew .bottom nne is that

"the antitrust legality of the means chosen for exploitation

of a patent ought to be subject to the same general antft:rhsi:

's t andar dsias o t her ·co'nnnerciaLtransactions".

'I'he: Department' now seems- to recognize t.hat, if

there'is no deception in the 'grant of·apatent, suchpat:ent

represent's'a' property right which should be respected as any

othetproperty right candfurther; that the licensing or

use of a p'a6ent right shouldbegovethed by antitrust laws

in the samevmarmer as other c'<J'rnme'Tcialt:ran's:actions. Stia t ed

another way, the Department now'believes that patent

licensing arrangements should not begovetned by a special

set of rules (the Nine No-No' s ) applicable only to the

patentl antittustinterface, Rather than articulate' that

nine different licensing situations are always illegal, the

De p a r tment. "is'· po s t.uLa.t Lngitthativthe lIr ti l e : o f vr e ason" should

be employed with respect to each factual situation in order

licensing-'arra:n:gerrient,,'issuff:iciehtly anti.compe t Lti.ve as to

be via lcftiVe:'-o'fou'r:an-t:f:tFus:t'·: 1'a\.]5::.

314
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In explaining its new position, thgDepartmepthas"

s t.atad that in an'lly~ing.pa.tent ;Licensing arrangemerrt s , it

will employ the type of analysis whi ch it uses .in 'lnalyzini',

normalpr()duct distribution arrangeIIlents employed in

commerce. The Departm,ent, has sta t ed:

"lnm()st respects, the inte:lle:ctua.l property
protected'by a p'ltent represents 'In input to a '
pr()d1J.ct~ve :p.:r-·o~,e8s,. ,As GU~h" ,it~lls1:::be. 99IDbined
with numerous other inpubbefore assuming,the
form of an article of commcrce that can be traded
for"money becaus e i Ltvhas vaLuevto the': consumer,
Even where the patented item is a product that
does not become recognizable until a relatively
late st'lge ill the chain, of manufacture, that item
must still be packaged, distributed; transported,
il1.,tiured1, adv~rtise4, ret,~iled" fi~~n~e~} arid sold,
perhaps" subject towarr-an-ties or- other 'promises
of post-sale performance and the availability of
maf.n tenarrce or other assistance. 1,1

The Department goes on to say:

II • • • there Lsino ihherentcompetitive
significance to, the~ecision o f a single seller
to select the number of outlets for his product,
their locations and methods of do i.ng business,
or: the prLces 'and -terms·' on which trade occurs. :. :'. n'·

'''This s-ame'generald'is:cus'siorl app Li.es' wi-th'
equal if, not greater forc,e t9 the, parellt field.
; .. Thus; the independent, decisions of the
patentee regardini' the means by which all ipvelltion
is to be combined with other productive inputs
ought to b~ regarded as having no inherent anti-
compet LtLve Lmport." '

In' summary , 'the Dapa'rcmerrtts pnesent: po sd'tLon is

that the "Nine No-No' s" should be disregarded because no

set of simple rules will work in all situations; and if
.

always applied,

315
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A RECENT ;COURT DECISIOl,

In'a recent law suit brought by the Department of

Justice, the U.S. Court of Appeals 'for the District of

Columbia rejected'the-Departmenf's arguments as to No-No

number 8 listed above. In U.S. v. Studiengescellschaft

Kohle, in.b.H.,3 the court struck down the eighth' No-No

which stated that,it,was unlawful to place restrictions on

the licensee's sale of prod"cts made by use of "the patented

process.

The,Kohle case involved a patent on a new process

to produce ATA, an aluminum alkyl. The process was the

only commercially viable process to produce ATA, which was

a previously known chemical compound. Thus, the patent

covered the process but not the product.

Tl1.'e"liceI1;so~, grapte,d, gne c0!Tlpap.y a noriexcLusLve

license, t o uS't=,:tJ1e,p ..a1:_l?nt~(:1 pro.ce s s.iandvan excLus LvsTfcens e

to sell ATkproduced by the process. Lf.censea were granted

manufacture ATA for

not for sale to others.

The Depart:rri~nt brought a l~'.,suit: alleg;ingthat

the licens:ing ar.r.angemen t .gr.antLng an- excLus Lve li-censeto

s eTl vanumpaterrted product made 1)Y a, patented process was

an unrea"Ollabler,esj;raint .of trade and all atte)llpt to
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CONCLUSIONS
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Department of -Justice has announced that it

T11e present Leader shLp of t hs Arrt Ltrus t 'Division

of the U.

result that others could not use the process.

given an exclusive license to only one company with the

lawfully could have used. That is, the licensor could have

anticompetitive means to license the process than he

The,lowercourt\i- he1.dthgtthe Ilm:f1:atiofi~"placed

onvs.aLes 'of the unpatent.ed product ,'ATA, 'were'olltside of"

the patent 1TlonopolYwhichonly coverecl theprdcessof

manufacture . TheCouit 'of 'App eaLs o-&erruh,d the lower

court, saying that the application of a "per' sen rule';-:'(~U6h

as No-f1o'nurriher 8) was improper,and'thatgrllle of reason

approacn carefuny iinalyzing "Lhe real e<.:LJliollll:E effects af
the 'p'articula-t .,'c.halle'ng'e"d ,'res'fraint·/ i. :"-'was-"'ri'eeessary~ 5

Briefly, 't:heGouitof"Appea'ls noted that'sinc::e

the p atien t edIp'roce s stwas so ,·supeE:l<)'r "to 8:11 6t.he'r-;'processes

for produCing>ATA,' the>patente.e. had a'c1efacto monopoly

over the product. Because the Hce.ns'eagreeme.ntS did not

affect competition in prciductsother than ATA manufactured

by 'the patentEidprocess ,the'Hcenses',:'ereprotectedby the

patent monopoly. In addition, theCouit found thgt the

actual 'license agre-emenrs"'tolere given Han Lmpor t badgeiof

r-eas oriab l.eries s" 'b ecau.s e the licel1sdr had chos en a less

rej ects the application of simple rules such as the
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FOOTNOTES

leave us when we are counse Ll.Lng our r e spec t Lve comp ande s ?"

Rather ,. ~hej)",partm",nt pref",q"naly:z;iIlg each fact situation.

carefully .tovde t.ermd.ne the xealeconomic. eff",.c1:of the

licensing "rrangemen~. Also, at least 0Ile court has adopted

a similar approach.

The question must; be asked - "Where does this

- 9 -

2. Current--Antitr\lst:;: D'i.v'i s i.on yl.ews on. Pa t en t.. Ld.censLng

Practlces. Remarks by Abbott B. Lipsky, Jr., Nov. 5, 1981.

court d~,cisio,ns whLch treat,-,thevari<?us "no-No's"-.

The answerr.Ls -yery confused jiurrti.l, 1·~e have .add i.tLona l, new

We must ke",pin mind that, while the opinions of

the Depa:r;tment of Justice are helpful in planning 0l.\:r;

licensingst:r;ategies '. th", Department does not make. the laws.

Thercq}1rts,TI1Ci:~~ the Laws conce.rn.tng the vali~ity;:()J:various

patentlis",nsingar:r;aI)gements. The prQbl",misthatthe law

books are full of older c9urt decisions that have in. fact

warrior.1j':i,ll.adopttheopinions of our Department of .Jus t Lc e .

"Department of Jus tice Luncheon Speech Law onJ..'d,.¢~p~:i.:t1g

Practices: Myth or Reality?" Remarks by Bruce Wilson,
.Jap. ·.·21, 1975 •

..•.•••. g •. ••• g. '.g
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A CASE OF ANTIMONOPOLY ACT VIOLATION
INVOLVING AN INTERNATIONAL LICENSING AGREEMENT

·.:/~p_aneseGr oup
,Spmm_~tt_e,e .N.o.•2:_ :',:,> ::,;c'
Chairman: .Ju r o _'I'_chimura~

Shin-Etsu C~emi6al Co., Ltd.
Speaker: Kuniharu Atake

~Mifsu:f·'P,e'f.i,och ermcal
Ind-ustr i e s , Ltd.

Abstr act

In 1962, Komatsu Limited, a Japanese corporation,
entered into a licensing agreement with Bucyrus Erie
Company, a u.s. corporation, for power shovel manu
facturing technology. By this agreement, Komatsu was
restricted from terminating the agreement of its own
will to relieve itself of payment of royalty, and was
also precluded from dealing in competitive products.
The Fair Tr ade Commission instituted proceedings agains-t
the parties on the ground that the agreement was sus
pected of violating the provisions of the Antimonopoly
Act. This procedure, however, was ended last October
upon termination of the entire agreement by consent
among the parties. The following presentation gives an
outline of the case and reviews the Commission's posi
tion as reflected in the specific case involving an
international licensing agreement.

Contents

1. Introduction

Twenty years ago, Komatsu Ltd., a Japanese construction

machinery manufacturer (hereinafter called "Koma t s u") entered

into a set of agreements relating to licensing pf power shovel

manufacturing technology, with Bucyrus Erie Company, a U.S.

manufacturer of construction machinery (hereinafter called

"Bucyrus") .

Subsequently, the two companies established a joint venture

company for manufacture of power shovels (hereinafter called the

"

The Product was sold primarily in the Japanese market. (For

some time after the establishment of JV, the sale of the Product

was undertaken by Mitsui & Co., Lt.d. (hereinafter called

"Mitsui"), but the distributorship was later taken over by

Komatsu. )

320
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Recen t Ly;' however, "cfhe'Faif,-'Tr-'a.de"Commlssl0n (h'e:i'e:in:af't~r

. c a Lled ii-'FTC il, ) Ird3tftuted '\?C"oceedings -"against the :p~t'tie:$':<irl' the
.. ,'-', '

gr ound that ,-,the'agreements &e't'e suspected of ..ti61at:i..rigthe

pr oVi 5 i:Ohst=OI1C'er n'ing-unf ~ if':'b~~iriessp't'abt\6~~ 'tif;d'~:r-the:
"...'~ ,', -' ...:: -,-. -:, <:'

An t Lmoriop oLy Act. The-:pr6c:eed:i..ngs werecoricluded in October

last year.

As one of the sUbj'ects Of presentation at" fhi's 'Kobe 'Congress of

PIPA, the 2nd Committee decided to take up the Komatsu!

Bucyr us case. AS.yoll-ar:e ','well awar.e ; .th i s s uo j ec t. ma.t t e r

relates too the np-pl-1r.ati'on:'of- the An t i.monopo.Lv .Ac t Guide:lines

for International L-icensing ::Agreementsas,-'r,epo(ted by ,Mr:~

Norichika. In my ,.pr,~seTltat.ion"I_Vl9ylqlike to .r ev iew the FTC's

position reflected in a "spE?Sifi9 c a s e , which I hope wi Ll, serve

as a useful re f e r e nc e for t ho s e of ,Sou whoar.e re spons i b.Le for

licen~ing agr,eements.

2. Outline of the Case

In response to thisproposa~, Bl1cyrusagY,l?,€c1 t.o provide the

technical assistance -t;o Komatsu, t.houqhvnot; :directly but

t.l1rqugh a joint, venture th;af uucyr ua-p.r op osed t~'.estab11sh

.jointly with .Komatsuand anoth.,rpi;lrty, Mitsui (which had

Pt omp.t.e d by the urgency of its plan to start manufactur ing

the:prBduct,K~matsu':,~ccept,edthis proposal.

2) In April, 1962, a joint:.vent'u,re agreement was concluded

among the .t.h r e e cornpanies,under:whichK:o~atsu-Bucyrus,

(her e inaf t'e'r"c;'a.11.e'c1. uJVll'r'\-'l8:S' 'e~t~ql.isbed. in August r 1963
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and, a,t;;,t;~,~: ;.!?,;a.Irle. t~,me,;"t0,~,,:,fol;~_8wing aq r e eme n t s .wer.e l1)a~e

.jKol1)at$l1.a,ngBucyru$ t;e~pective}YiH~ldaAQ%equityshare..in

JV and,.Mitsui2Q%.It",a$.pr"vid"d intheagree,ment that

imp or tant business mat, t er s ,e>f .:rV,sqallb:e,qecided upon I:>Y

unanimous, voteqf .the boe rd 9£ directors to be designated

respectively by the three parties.)

a. Technical As.sis~ance Agr eeme n t; (be eween Bucyrus and

Komatsu)

Theagr,eement set,for-th:that Bucyr us should 'provide JV

with-technical .as s is t ance for the manu f a c tu r e of t·hp

ProductandJV should pay roy aLty toBl1cyrus~

ThTs aq reerne n t was to continue in ffectfoi" a per .iod of

10 year srand the{eafterto be renewed a ut.oma t f ca l.Ly from

ye'aefo'-'ye'ci'r unless either party notifieCi the 'other to
the contrary. It also contained a provision concerning

minimum royalty payable by JV to Bucyrus.

b. Manufactur ing Agr eement {between JV arid'Koma.fs\.iY

Under,tI:lis aq r e erne n t , K()m~tsu was entrusted with the

manufacture of the Product to be delivered to JV.

c. Dis,tr,~,bu,tQr$hip'Agreem~nt (betweeI1.·.:ry and t:1itsui)
.: ,J

The.,agreement 'ca-ll:ed for,,:JV to s e Ll, the 'Product in Japa'n

th r-:oughMit'sui as .its d i s t ri bu t or.

Lat.er in'AprIT, 1970, 'Mitsui eriounc ed fts

'disf?ibuto'r-ship to be l':a'keno\iet "'bjl Komatsu. Mitsui,

'howev'er, 'ccrrtfnuec to' r emainas ;s,' :'shat'eh61der in JV.

The relationship can be illustrated as follows.

"Tec'hni'C'al Assistance Manu actur ing
Ag,r eerneri't·,- Agr'eement

Komatsu

(Manufacture and 'delivery

----- "JV ------ :::~~!:::
(Know-how license)

Bucyrus

u i stributor ship;':Agree'rnent
(Salepf the Product, in
Japan)

Ni tsui

(The.agr:eem n tcwa svr e vi.s e d in Apr iI ,
1970..,oJ,1()W ng:~omat,su ~() su~.cee,d to
the:distt'ib torship from Mitsui.)
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3) January, 1977: (Discussion was underway arrloh.g_,th'.e part i e s

9~, ,th at.. .t i.rne. fer, Ley, is:i:9fLP f:. scnTl~' )?T a,yip ion:~,,?t. :~~"~

aq r e ernen ts . .)

Komatsu fi'Ted'a'cOpy:c{f'::aTl<the said eq r-e ements with FTC

pursuant to Article 6, paragraph 2* of the A'nt'imonop'oly Act.

June, 1977:

Upon, 'examination' ofth-eagreernents, FTC', a s k e d. the' -f our

par ti'es"tBucyr'u's','Kornatsu,Mitsui',"ahd- -JV) to take

cor rec t i veome asur es- 'with,'i;"e:spec't::to>th'e' f c I'Low i.nq :items

which we r e found to fall under unfair, bu.si ne.s s p r ac.t.ice s in

violation of Article 6 1 paragraph 1* of the Antimonopoly

Act.

c. Restriction on termination of ,agreement

b. Prohibition of handling of competitive products

c. Re s t r Lc t i ori on export,channeJs

d. Inequality '.in th'e obligation 'to disclose technological

Lrop r ovement s to"theotherpart.y and 'in "t.h e p rop r Le t or >

ship' ther eof

The parties to the aqreemerrt , t.hen, haddisc,ussions with

FTC; on several occasions but failed,to, arr.ive at a

conc l.us ion comp lying wi t.h. ,the r equ,est.oJE.TC.

the contents ,tl1er,,~of)r W,i,ththe Fair Tr,ade Commission

within thirty (30) days as from the day of its

conclusion pursuant 'to the pI::"bvi'~ion's cif"its"Reg'U'latio'n.

323



Page 5

January, ,1979:

Con:sequent.lY~FTC fss'iie'd'" a: comp:lairit eq ai ns t v t he 'three

parties excluding JV pursuant to the provisibhs':<:df:' th"e
An t Lmonop.o Ly-Ac t, and. slllJseql.~,e~;_tly;inst:it.ut.ed the,pr:ocedur e

forvh e ar-i nq s ,

May, 1981:

An-p.greeme,nt was__'-~each~d,-,among,th.e parties :t,o.'t,erm'inate all

of the said aq r eernents .inc 1 ud.inq the joint, ven t.ure

,,;agr:eewen;t. and. foiled .t.h i s .te rm i na t i on ,C!gr'J'~_eI,nent w.it-h FTC.

October, 1981:
, '-,' .

FTC determined that all facts in violation of the

Antimonopoly Act ceased to exist. Accordingly, the

proceedings 'were 'ended.

Based on the said aqr eements , ,J",! is,t,hepr ~,nc~p,al pe rt.y in

respect of the business concerning the Prody<::,t in -Tap'Ci,n. That.

is, JV.is the party who receives the technical assistance from

B0by r' u l fo.r,'{li"i 'man:li{act'ure and s aLe of"thep'roduc't'. Korriatsu

acts oniy ,'~:s ''JV'''s sub:cO,'r.i'tractor 'in t'he::' "niCir1'uf,ictti'!'e- of the

Product and a'sc]'iseri:'bu't'oi:lor:th'e: 's'ale"'o':E :::fn'e: pi:oci\.lct.
Never the less , FTC found that ':'under: t.he se aqr.eemen t si. .xomatsu

was virtually the r ecipierrt. ()f,Itucyrus:,'s technical"a~.sis,tance

a nd ;V?a,!3,~ctl.:tal,lYe:r},gag,'7dLn ,tl1e "m"Cl"nufacture an,d,s~le of the

Pr od uc tj ,f.QF,whic,h ,rTC,.ci,t,ed, the: f oLl.ow inq J}i~aso:ns_.

a. :'JV,has', al1;:togethe,Lt .so nLyia f:ew:directors::a,nd emp.Loy e e s

working full time and its business transaction is

s ubstan t.i.aLl.y. ::-l:imi,t:ed t.ovs uch c.Le ri.c.a Lrwork nor.maLLy

r equired f.or.vp ayme n t of:Toyalty'to Bucyrus. M'or:e'over, the

exp.enses LnvoLved c-i.n sucnvous ine ss ;'t,r:ansaction are in

effec,t::borne:exclusive:lyby .Komat. s u ,
..

ectly to

'324

,The manuf ac t ur e and,,$Cil,eo.f the ,product cont r ac t.ua l Ly

entrusted to Komatsu by JV are unsubstantial, with the

transaction shown only on the books. The manufacture and
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party notified the other of
~ . '.' , ' " , , -, ,

consent of Bucyrus.agreement wi

from year, t ovye ar unless e,ither

its desire to terminate it.

Such circ'Gmst.arices o'bliga-t~, JV t o c'b tinue in its payment

of ~oyalty to Bucyrus,for an indefin te period of time.

matters, which p r e c Lud e

:;1oweY<=,t;", a s.imenti oned aLr e a dy vv a-iu nani.mou s vote i svr equ i.r ed

for the JV' 5 board of. d,:ire~to~s,:to.ac:t:qn._,91;l9b.import.an t;

Therefore, in the eventiwher e Komatsu :fiI1.dS"Bucy:rusls

t echnc Loqy to be no longer ,of oU-tst,i3.ndil"~~" va~ue t,?" the

c,?mpany anddesi~e.s to ter~in~t_~ the a.sreeme.nt betYl~eI1 JV

and Bucyrus, th~ p rocedur e Fequired,to b~fo~:Lo~edlJy,

Komatsu is to have JV's boar 9~ ,c:'1ire,9'tor?(;id9'f>t

resolution to that effect and have ::JY n oti f y .J3uc~~u~ of its

desire to terminat~, the agr~~me~~.

As menti0I!ed p r e v i ousLy ,~he:.-~,if~.,of the technical

agreement was 10 years which' was to be extended thereafter

sale of the Pr cduet a r.e ?,ct:u?-.lJX car rLed outrby. KOj1lat,su on

its own responsibi i~y.

ThE:!.13e., ar g" .!=ht=. :{in.di.ns,s-; on, ,t-pe gr o und '{)fwhich-: FTC::ins tituted

the pr 99,e,eq.iD9.-?': .?-9,ainst; ·th,.e:t:hr,?e;-cpmpan:ies, axcLud i nq JV.

The fi nd inq as '. 'such ", 'may p ro babLy be 'a corrterrtiou sti. s s ue but,

wi-t ho u t.vq o-inq : i-n:t'6" f u'r-t.he r :d'et-a"il's::, '''1' will r'efe'rfO':i t as

needed in my expLana t i on of' theprovis'i'cmsin':v'ioYa'tion of the

ArrtLrno nop o Ly Act._

Incidentally, in conne'ct-i6n"; with"appli'cation<:of' the

Ant i rnoncp c Ly- Acf Gni'dRl'ines for rnTerna't'ionafi/lcensii!\g'
Agreements (hereinaiter called th:e::-";'Guidelines'i'j"; it'\.ia's

·-,in:nounc'ed-prevlou,.s1Y (befo't'e th'e'saidp'ruceed'lngs were taken)

by FTC to .t.ne effect -:tha:tthe Gu:t,d~'lines c ouLd al.so"b~ applied

to j o.int. ven.t.ur a aqr e emen.t.s.v-i,n the event; they:,were.found;,t.o be

actually intended ·for 1 ieensing.of t echno l.oqy I,',' upon over eLl.

asse,s,srnent· of,sl,l.eh ag.-reerne n t.sv-i.nc l.. ud·iflg·~her oleo,f e,aeh:.-of the

par tie.s .i nv.o 1v ed, ,

1) Restr'idtion'on 'rer mi net ion" :6fAgr:eemeht';
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FTC found that the provisions of these aqr e emen't s a Ll.owed"

Bucyrus as l-icensof. .to deal with Kornat;su 'Virtually as

licensee, "under conditions wh.ich are unr e e sonabl y

d i s advan t.aq e ou s tothe~,other party',', and they, were

violation of Ar t i c.Le. 6, par agr aph 1,oftheAn,timonopo.+y, Act.

'Nbt:e'~ ; It:'\;'R:3', h:owe'~J(;r~ ':f)oSS:"ihr'~--:for K-omatsuto t er mi na t e

both the manufactur ing and di s t rLbut.orsh Ip agreements

conc:luded,withJV~ In fact ,Komatsu' notified dV'iIT:

1TIId-1980'of .i t scdes i r e t.o 't,'etrninat"l= the::agr'e"einents';

.Even"then,the, t.ecnn i caI assistance agr e ernen t. be t wee n

, Bucy r u sv.arid. JV r ernadned in f or ce, tl1US, b i ndinq Jy, ,to

continue to pay minimum royalty, to?ucyr us.

Prooucesof HandlingProhibi

Inli'censing of pa t eri't ri qh.ts , ,it is" qene r e LLy' deemed an

un fair business p r ac t-icevco i mpo'se" on 'the 1icenseet·oe·

ob.l i qe t i on to con t Lnuevt o: 'pay roya It.y even a fterv t.he

e xp i r at i on of the'patent rTghts. Tn know-how licensing

aqreerne n t s , it would also constitute an un f ei r v bu si ne s s

practice, except, .for. s orne speciaL cases ,toirnpose

obliga~ions o,n the licensee to li~it1ess1y :~ont:inue paying

consideration~, everi th6ugh we r~il{ze that this ques~~on

c~riI1otbe:'di'scus'~~d'ingener a1 terms, par tly because t t is

often difficult to define the useful life ·of know-how and

also, there may be cases where the licensee is provided

wi t.hvd.mp r oveme nr.a of ,'th'e know-now.

2)

.' .. "

In the case under review, the lack of established facts as

to the kind of value retained by Bucyrus' know-how lO-odd

year s afterth~ conc Lusion of the agr e emen t s and as to

whether or not the:' license:e'\.;as provided with any k now-b ow

-rrhproveme:nt, prevents us from making conclusive comments on

it. FTC, however, found that the restriction on the right

to' t.e r mi natevt.he a qr eeme nr.vd t.s e Lf constituted a conditi on

un j us tLy disadvant'ageous to Komatsu.
......• .

The manufacturing agreernen~ contained a provision

prbhibiting Komatsu to manufacture, sell.or deal in

products in competition with the Product, whereas the

distributorship agreement provided that Komatsu shall not
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sell, other than t~o~e purch sed rom~JV~~any p~oduct of
the same type as or similar 0 th ?rqduct. In f~ct, when

Komatsu proposed in 1970 to manufacture and sell a

different:t:y.p€ of~'pbwer shovel 'developed by the ;:~6ITP:any on

ifs:'ow~; Bu~yrus turned it;d6~nbn the 'gr6Uhd th~t the

proposed manufacture and sale of such equipment by Komatsu

c arne . .i n.vcon f Li c.t .w i th t.h e.vaq r eernentsand -we r ev.con t.r.er.y to

the sp i r i t o f the joint venture agreement, despite .the fact

that Buqyrys itself~p~served the'i~ight to selli ~n the

mark e t s t.hr ouqhout. t.h e wor Ld including .j ap anj vt.he p.ower

,shovel that it manufac~ures.

FTC found that the provisions contained in the said

agreement came under unfair r e s t r i.c t i ons on"de'~ling in

compe:titiveproducts a nrt.he case where an .exclusive Li.cenae

is not granted to. the licensee (Refertothe.Guidelines ,

Item 1-3)**, and that tpey constituted conditions unduly

disadvantageous to~Komatsu~

Bucyrus, on the other hand, maintained that said p r.ov t s Ions

should be deemed admissible even in the light of the

Guidelines; Item 1~3**, for which "reasons it cited 'that

Komatsu was entrusted:with t.he unanufac t.ur ecofot.ne -Product

under .exc Lu s i ve a r rangements and the f ac tvtbat; Bucyrus

reserved the right to;sell its equipment in Japan would

not, for all practical purposes, .a f f ectithe exciusive

licensegranted"to"Komatsu~

3) Restr iction on ExportChahnels

In the distr ibutor shii2 agr eernent eI1~~,~E;::? ~nt,?,,~m():I"l:g

Bucyrus, Korna t a u, arid JV in ,April, -~970, it wa,~ p rov i ded

that for export of the Product to the Republic of Korea,

Taiwan, andPhili:ppines, the d i s t.r i bu t or: s'hoJiCi'bE;

designated by JV and that the designation of distributor

should be one of the~matters to be decided upon by JV's

Kornatsuto,have a 'distributor of its own ccbo i ce .for export

of the Product to these areas without the consent of

Bucyrus. FTC concluded that this provision was in conflict

with the Gu~delines, Iteml~2** under.which it is

s c ip uLa t ed as one of unfair bu s i ne s s p r ac t i ce s .to make it

327
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obligatory for the licensee to export p a ented goods

trir~ugh a person'deiignated by the licen or.

4) In",quality in the Obligation to Disclose Techn()l()gical

Lmp rovernen t s to,theOtller, PartY,anel in the Pr op r Le t or s h i.p

Thereof

Under: the technical assistance agreem~rit, Bucyrus was

'required-to disclose to Komatsu orily such relevant

-invent i on s ; improvements, .e t c . that Wet e actually used in

the; manuf aetur e ""of t.herPr oduc t. f but it: was obligatory for

Korna~su,· under the manufacturing agieem~nt( to discilbse to

Bucyrus of ~ll_,:Qf i t s Lnve n t i on s , i.mp r ovemen t s ive t c •

::~elating tqthe ,Product.

Mor::eover" inthe:manufactur ing aqr eementi t 'was p rov i ded

,that::'SllCh technology disclosed by Komatsu shall belong ,to

,·JV,:and .. that if such technology is patented, it shall be

assigned to Bucyrus upon r eq ue s t vby the latter.

The Guide1ines, ;Ttem 1-::7:** provides that t ormak e it

oblig~tory for the;~1icensee t6 inform: the licensor of

.k.nowLedq e or vexp er.Lence newly obt.a i.ne dv r e q ar d ing t.h e

ribensed technology; faIts under/unfair business,;pracitices,

;except for the cases where licensor bears similar

.obLiq e t i on s , and .t.he r.ob Lf.q a t Lon s . of both parties are

equa Ll.y balanced i.nveubs t ance , In the case of the

agreements under study, the:provisions are bilateral in

respect ,6f the obligationto 'disclose information on

proprietary technology, but imbalanced in the scope of

tebhn~;iog'y 'disclosJr'e and iri the'proprietorship thereof,

which FTC found unduly disadvantageous to 'Komatsu.

**Aqtimonop?ly;Act Gutdelines tqr 1nternqti~nal Licensing

Agreements

1. Amonqct.he r e s t r ictions wh i ch-ar e. liable t ovcorne under

agreements ,on patent rights or utili~y,model'rights

(hereinafter referred to as "Patent rights; etc.flY the

following are the outstanding.

2)'To restrict the Li cens ee' s exp or t, prices or

qu~ntities'of patented gobds~ or to make' it obligatory
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for t.he licens~~,to,export , p atentecj,goods"thulugh,the

licensor o r , ,a Re~,son,desi~na:ted by.,th,e-; Ti~enso~>

However, such cases ar e :excfludedwher"e the '1icensot

grants a .Lic e n s e to e xp o rt. tothe"ar;e,a c orni nq .under

e i t.he r of .t.h eip.r e.c ed i nq. a, -tJil pL-caI"!-d .t.he . s'a.i.d

restr ictions or obligations imposed ,Ci,ce,9f r s a s oriabLe

scope.

3) T,o r.e s.t r Jet. the\ 1 icen s e e fromjnanuf aC,tur,inljl,u!?in.9 or

selling qood s, or, employing: t:echn_o~lo.~Y wh i ch. are in

;:ompe.titiop ,wi.th"t,he ,Jiqensed,subjec,,t.

However t such cases are excluded where the licensor

q ran t.s an oexc.Lus.i ve license and i rnp os e s .rio rs s trLc t i.on

on goods eLr.e.edy.cbei nq manufact,ured,: Jlsedoc,sold, or

technology a Lr.eady.be ing utilized .. by .t.h e. 1 i cen s ee .

7) To make it obligatory forthelice-n'see' tb''infbr-m the"

licensor of knowledge .or expe r.Le ncevnewLy obta Lrie d

r e qa rd Lnq the licensed t,echp.ology ,or. ~o.,f\~sign the

r,ig1)t,wi t.hYe sp ec t t o ap i!Iiprpved ,OF,APplied"inY,entiel1,"

J?y, "t:.hglicensee"to ,th.e~icensor tq"gr ant ,tne,,~,icen,~-?~

alic~nse ther?Qn.

However, such cases ar e e xc.Luded .whe r.e it.he Li.censor

qearss,imi.-:l;,ar obJigat,iopsan,dtl1e ,obliga,t,ions o fv.bot h

p ar t; ies ar e: equally baLanced _i,n:sUbs,tance.,

On t hes e 4 p-o'ints:,FTC foundthe-",agr--eemen'ts ,to bev.Ln

v ioLa ti oni.of. Article 6, paragraph 1 "fthe Antimonopoly Act

and; 'in's t it:u-ted 'the, 'proce'edings;, .whe r e aa Koma:t's'u;admlt'te'd

most: of"tne,::':f:acts: a svpc.i.n t.ed. out. ",by-FTC' wit.hou t, corrtent-ioru-

By then, M'itsui ha:(j ai'r'eady wi.:t:h'drawn from its

distributorship to remafnonly as one of' the s h ar eho Lder s

in :,JV .and didino t 'make its' ,at--titudecle'ar on this issue

Lnc.Ludi nq adm i s s i oncor de n Le Lvof- faC'ts'.:-'Bli'cyt"llS:, hdw'eve:r,,<

BlH;Y~:US"'~ ':c"onte~'tf~~'s;'~~<?~ ':to' be's'fated firs't:ori' the matters

relating to thep'r'ocedu/e'and La t ar on the' substantial matters

of the proceedings, wh i.c h j 'however, were not laid"b:efore ::'th-e
hearing court since the cas~ w~s 'dropped.

On the procedural matters, Bucyrus claimed as follows.

-,
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1) The procedure prescribed 'in the Ant i monop oLy Act fails to

give dtie':c6riside"i-atlonto-the'respondent ' 5 rights,

t.he r e f o re-, it Ls.vuncons ti t ut; ianal.

2) FTC>'hasno jurisdiction over Bucyrys which is aU'.S.

jur i d icaI: per"sonhaving no obranchtof f-ic e -'or place of

bus-ine"s's'inJapan.

3) Bucyrus's attorney to whom the transcript of written

comp La i.nt s iwas served by FTC, 'is not; authorized to Lawf u LLy

r ece ivs the" :document"fo'r Bucyr 'us. Ther efore, -the

transcript is not deemed to haveheen s e r ved formally to

Bucyr u s c

The'se'three<pbints oiits "con t.e n t Lori r e sp ec tLve Ly involves

sorne;;in{e{e';sting:-(~(Liestfonsf rornvt.h e Leq a Lvp oin t of view but, I

am afraid', t-'must--'leave the details fors6ine o t her occasion

because of the limited time.

However,"'ln'connection with ,the second point,l wou Ld'vLi.k e to

give a: 'br leY 'ae'count of a case: involving Amana Phar maceut i c a L

Company; which I' 'hope will serve as a h e LpfuI aid in your

uncte'rs'fa'nding ,of the' Koma ts uy Bucy r us case. (For details of

this c a se , please refer to Mr. Tomita's' report given 'at the

1976 Congress held in Hakone. )

This caser e:iat:e's to" an inter na tLohal aqr eement, concerning

continuous p ur cha s i nqvand sale 'of' a'pr6duc't, ent.er ec Yrit;o

between,A;ma,no:Phar maceuticaL. .Cornp ariy (her eainfterca-Iled

"Amano") __ ,:and' Novo Industry Co.,~,oL-td,.,.:aDanish-" comp any, A

pr ovision con tained. in the agreeITient,whichobli:g-ate'd':Arnano not

t.o h and Le comp e td t i.ve P'r oducts even after t.he.vexp.i r e tioni.of the

life of the agreement, was found to be violative qf Ar t Lc Le 6,

paragraph 1 of the Antimonopoly Act.

In th:is.:c:ase,c FTC hap',:no --j:qr.-,:isd'iction over Novo having .no

basis, of" 'business ac t.i vdt.y suchvas .a. subsid iar.y and or anch,

Amano for ,~orrection of the, .ac t s ,in"accpr9c:ncewit,h A.r ticle 48

of t he An t i.rnonop oLy "Ac,t,. Up on acc~ptanc,e,of,.the

recommendations by Amano, FTC rendered a recommendation

decision to the company~ Novo, on the other hand, claimed such

recommendation decision to be unlawful in that the company was

33Q
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"n:ot given any opportunity to' make, its rep r e senta t i on p rior to

such decision which- would - e f Eeo tvnhevoomp anyvs "Ln t e re s t , and

appealed to a ,~Jgher'?'ol1E t: s ee k i nq i t s vr.evoc e t i on .

Al though Novo I svcon t en t i on wasvnot. accepted ~,<,there h avetbee n

5 orne critical views expressed in the academic circles and among

Qthe~ interested observers- about the court decision.

-'tike~ise,'in the ko~atsu!Bucyrris case~ it wo01d have been
p o s s ible for FTC, under 'the Ant imoI1opoiyAtt,'--'to 'in'stl.tute
p r oc e ed i nqsJon j y ;gainst' the Japanese parties as in the case of

Amano. In S0ch event, it is assumed, the court decision would

necessar ily be rendered wi t.nou t allowing Bucyrus an opportunity

to make a -statement on its p o s i t i on, This iIi turn ~buid cause

Bucyr0s ~o· liEig~te the case o~erthe ~Gesti6n of v~lidity of

the court deEi~ioh aft~r it has"bE~n rendered.

In making a decision to institute proceedings against not only

the Japanese parties but also Bucyrus, FTC is believed to have

taken this point into consideration.

4. Conclusion

This case was settled by consent among the parties concerned

before the proceedings had been carried through to the end.
That is, the proceedings have been closed with no

counterargument presented by Bucyrus, no formal decision by

FTC, and no jUdgment given by a higher court. The fact that

the case was not carried through was rather disappointing to us

as it involves a number of legal questions of interest to us

who arE dealing with such matters that concern international

licensing agreements and application of the Antimonopoly Act.

However, we can draw some valuable lessons from the particUlar

case at least on the following points.

1) That there is a possibility of application of the

agreements that contain provisions on the tranSfer of

technology in the same way as is applied to technical

assistance agreements.

2) That the ?roceedings can be instituted against a foreign

juridical person who is a party to a joint venture

331
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agr:e:,em~I)t:.eyen,,\,?hen the party has norbranch office or place

of/business underoi.t e vccn t.r.o L in"Japan.

It should also he added that:"wlth respect to agreements likely

to r.ema i,n .i.n ,~:t:tect;:;ov:er:, a Lc nqvp.e r i od rof time, this case

indicates the possibility .o f application of the Antimonopoly

Act by FTC to such agreements d f . deemed necessary, for ,example,

by taktpga(lvantage of the time of its renewal. The pertinent

provisions of t he An t i.monop o Ly .Ac t; .cou Ldca Ls o be applied to

suc~ ~tems in e~istin~ agre~ments on which no prqblem was

einted out by theautnoritiesat the time·\'?Qen_~he agreements

wf'>r~_made. This .impLi e s the need for us in ch a r qe of

internattonal ligensiry9 agreements t9 revi~w our existing

agreemeI)ts from time to time as theY a~e enforced or: reneW~d,

from the standpoint o~_ e n s ur Lnq conf o r mit.y ~oth~ p r o v i sions of

the Antimonopoly Act prohibiting unfair business practices.

Thank you.
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terms" as--well:as recent·: de veLopmonts regardfng- the lIcensed'
patent and patent application.

Copyright 1982 - Janice E. Williams
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2

now

claims the

,237,224f6r a

:Tn i:5 ',; ~s
-.-.__.'-----_._-_.. _" ----_.:

On December 2.,1'980U.S. Patent No.

University (Stanfqrd,

famous Cohen/Boyer "gene

reproduced as Appendix A. A related patent application, u. s.

basic process of genetic engineering technology and which is

IIProcess for Producing Biologically Functional Molecular

Chimeras" issued to Stanley N. Cohen and Herbert W. Boyer,

assigned to the Board of Trustees of the Leland Stanford Junior

TIN TlNTlLYSIS OF TilE S'l'.I\NFORD UNIVERSITY
GENE SPLICING LICENSE

By April of 1982 Stanford University had seventy-thre",(7:ll

Serial No. 959,288, claiming certain biologically functional

licensees (see listing in Appendix C}under ..the.gene7spli~ing

found ,allowable, are reproduced in Appendix B.

recombinant plasmids cap9~1~ Qt Se~~9ti9n and;~#plication in a

un icellula r mi c 1;09 r q an is~;,:c~lL""as<CQrnp¢~i t:iqn? of rna t te r is

still pending; representative claims, which originally were

patent and related application, including.. fifty-eight;c(58).

united. States based concerns, sTx'C6} Japanese compan i e si.and

world.

This p,Cipe,r,:,jl,i:lJ "revie.w .the, basic term~,;o..f ::tJre\ Stanj5p:r¢I

Li c e nsevaq r e ernen t, reLa t e :Stan:f:()rq'.s int~,rp,r:eJ:?lt·ions .of: .cert a in

of these terms and summarize recent developments within the



3

4,237 1224 and D., S. Se r ia I No. 95,9,,288.

T. The .License Agreement

stanford has issued two versiuns of the license agreement,

differing in terms as will be indicated, ,one.or wh i ch is

applicable to licenses signed. on or before Dec ernbe r 15, 19~1

and the other to licenses sigryed afterwards.

For conven i erice and .i n Eo i ma Li o n , thes ~greernel1ts are

• LICENSOR - !'II t houq h the research from which the

inventions arose was carried out at both Stanford

university (Dr. Cohen's work) and the Univers~ty of

California (Dr. Boyer' I s, work) and was supported, at

reproduced as Appe~~~ces 0 and E. Pertinent proyisions follow:

least in p a rt, by ,D. S .. Governme~tfund~,_ the.

universities and the ~unding agenci~s~~reed that

Stanford qnive.r,5:i.ty .wou Ld "adl1lin,ister,the Lnt.eLl.eccua L

property rightsconc:ern~,ngt~~ inventions. in accordance

wi t h -the terms, of Sta'nford' s : Institutional" Patents' - ,-

to be shared betw<?en Stanford and the University of

Agr,e:,ement with the Uritl2d-StatE7,s Government,' Dep~rtment

Income from licensing isof Health and ,Human Serviceso

r e search pu r pos e s ,
.. '., i,

• LICENSED SUBJECT HA'l'TER - The. Lic ens e agreement ..

Appendix A) and the pat0nt issuing from U. S. patent

2
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application Serial No. 959,288 (see Appendix B), as well

as any divisions, continlla-ti;ons, continuations-in-par:'~,

4

reissues or extensions of either. Additional comments

on these patents will be found in the fil1al sectiol1·of

this paper.

o PRODUCTS SUBJECT 1'0 ROYALTY -Four (4) categories of

products subject to royalty are d~il~nat~d~

(1) IIEnd Products II , de fi n ed as goods sold in a

form f~r ufliizafi~n b~ an ~1fim~fe consumer, such as

vaccInes, ~{ndl-"~osage~formpharm~ce~Elc~i~~
i, ,'-' ',' _. ,"

microorganisms used for animal or human food or

biodegradation or mineral 'leaching , or fndust:.riai

process enzymes;

2 'i:~-'a:s'ic Genetic Products "-,'def ined as products

sold primarily for further processing or genetic

mani:~'~;la{i:~n \~hf~'h are'-'nO:t in t.he ' other produCt

ca;t'~gortes, su~'h as p La smids, unic't?l~iul:~r" organfsm

"tra~~f~rmants or nu~rei.'~:-:ac::id segmen'ts;

(3) "i·Process .rmpr ovement.s 'prClducts~j't" "defined as

prOd~;r~ develop~-d:'a~(l Js~d :'bV ::{he licensee 'in It's

~anu:f'~~:tur{~'9 processes --to enha'nce' 'production

et'f'lc'iency t sU~h .as ,ei1ZY"~~'S or'anti'b6di.~~:<fO~

c'hem'lca:.l manu'}:~c:t.:~ring-',- rn:lcro~6;rganikmsforprod~c:f16'n

of pharmaceuticals or chen-deals t or" "~'i'i:r"6g:~n-fix'ihg

microorganisms used"':;"t6 re\juce 1·~h't::i'ii~'~l:" cO(I1surn:p:t"i-on;

3
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(d) UElllkPr OOl.lc'tS!'",d"e f.i.n ed ,as">ma'ter ial.s

intended f.or.: Iai r.t.he rc-f or.rnuLat.i on.,.. p roce s.sLnq.. o r

chernicalbran,sf'orma'tdon',:'; such as: .ant ioodd e s ao r

ho r moncs. s o.Ld.. ,to:, a, ph armac.eu.t.icaL company" d i pepti i des.

sold to a beverage eonlpany as a sweeten~r~ bulk~arninb'

ae ids' s o Ldito a, health c ar e. .. f.irm, orichern i e a L

intermediates ",pr·oduced,oy,:':,microorganisms and i.s o Ld in

bulk .

• SCOPE OFLICENSE,- The licel"l~egran~eCl is a

non-exclusive'i,:non~'transfe'ttable"Tight 'and Lioe n s e to

make, heve ;rnede ,:,useiand "sel-l nbh e r-L'i.ce n s ed -p r oduc c s

under" t.hei.Liicens ed tpat.e n t.s , I~shouldbe ,noted'that

only _,:U. ;-5.• ':,pa ten-t "app Lic a t.ronsrhave -:be'e.'n:-'fi:l.ed:";or'

patents issued, as a prior publication, not a statutory

ba r in :,t.heUni ted St'a te s., served: it'o: p.rec Lude Stanford I s

obtaining for.e·ign eight's ..

• FINANCIAL TERMS,'" RoyaLci e s 'are'payapl,e,::.as'adv:ances and

as e a r ned :T:oy"al-,ti'es:;C";'

(1) Advance royalties ace,$lO,OOP pi>cyear·

mi n i mum.vt.be. first pal'm~nt;due:"on,:.'.exec.u:tion';:ofthe

agr',e.ement,,:an'd', t.he re e f.ter. (YO :.e:ac,h::fe,b,rua·ry -Lst, The

advancevpaymenrs: .ar e cr,ed:,Ltable.agains t::', future earned

r oya Lc.ie s .·in:>exce:ss:':O of .the.. annueL mi.n Lmum; upvt,o fifty

perceflt(SO%); of ~uchsum,.in,al"ly,oneyear. .For.

total available credit is increased to five times the

4

5
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cumulative amount of ..,dv.1l1ce royalties paid in years

prior to t he. calendar :yca(:i:n wh i ch-a LirBt: -s'a Le hE

an End Product occu.rs; Minimum: 'peymen t s': made 'for

1987 and syee r s f'611owing -are: not acco r dedit h i s

t r e a t.me n t, but are c r od.Ltabl.e in t'he-;' ernoun t.: .of the

advance r oy aLt.y,

(2) Earned :royaltics ar e.v p ayab Le on arinua Lrne t;

s a l e s rme de by a -Li c e ns ce . FOI;" :Eild',Products sold in'

the united States, the royalty rate is 11 of net

sales up to $5milli'ort (O.'S;), O. 75% of net/sales'

from'$5,to$10 million andiO.50%,of net, sales over

$10 milliorr; For pr,oductionofEnd Products in the

Uni ted'States for s aEevou ts ide the>United<States ; the

royalty ca,te··::;fs:~O~'5%af-net':S'ales·,reg:a:rdless;'~af"s:ale's

v o Lume.,

FaY' Baosic:":Ge,net-ic,:'P-roducts,,:: -the :royalty is

10% of net sales, regardless of s aLe svvoLume,

:'Po'r· P,rocess':'<rmprovernentl::P'rbducts,', :'the-,--

royalty rate is 10%0£ -the' cost savings .and. ,ec'onOrnic

benefi ts enjoyed' by' tbe'licensee. i

And; tor BulkPrdducts, the r-oy a Lt.yvfo r

produCts sold In the Un'ited S:tates is, 3% of ne.t.vs'a Le s

up to $5 miLlLon, 2% of net'sales<from $5 to $10'

mi Ll.Lon and'l%',of net saLes over $10 'million. Fot

production of BuH PrOd\lcts intheciUnl ted Stel t e s: for

5



net S".:1Jes,:,rc:g"3'cd'lds:s: of s a LesivoLume;

,The 'l-lce'hse' .. "also 'p r ovide's r-t.ba t ' -a: Lowe-r

royal ty may be negotiat-ed-"for; BasLc: Cenetic' PYoduC'tsT~

Bulk, Ptodue-ts<6'r" Pr oce sseErnpr'ov'emen t; P,ioduc1:s "dn '-the

event that, the r oy aLt.y .o t he r wi se due' would be greater

t.h anct.he c o rre spond i nq r oy aLtiy 'if such r pr cduc t siwe r e

End~Prodocts. L:ic&nsees wh6,'haV~ entered:irit6 the

agreement prior to De6embei 15,::1981 may also ele~t

to obtain a paid-uFr"non-ex'clLisive:lice'rise,:for 'a terril

beginning on the effective d a t eio f -,the :::license

aq.r e emeri t; and 'con t Lrrui nqr un t i.Ltuecembe r-B'L ,:,1;98'6

con ce r n i nqvs e Les of Bulk' l?r6dl:rcts,:Ba'sTC :Ge'rietic

Product s vo r.v.Pro c e s s- 'Irnpro,vem:en--t: ,;P:r-oduc:ts~-' The

de te r-minat;f6n:of-:-suchpa'I:d -up amount: issp'ec i-i,i'ed' as'

not being subject to arbitration and as not being

c ons-ide.red vi.n. "rnor e 'fav'o.r e d ;'be:r,msU
:: ;tre'atmerib .o f thiid

party l.ice'nse-es.

I,n,the:e:vent a-:"l iice.ns:ee "$'upplfeS,'Ti'censed

products to another licensee or to an affiliate~

wh i cbris de.fd-n ed as, l1'any,;'t::o:rp0'~:ati:on:cr:-other

bu s i n e's s en'bity'-, Gont,:roT'led: by, 'c6i1t'rbl>11hg:i" or und e r

common:': CD'hbcolwith-; Li censee "; w'i:th:cohtt'ol: me aninq

lIdirec-tot:":indirect ben'ef,ic'ial" owner sb i pvo f : a tiv Lea s ti

fifty percent (50%) of the voting stock or at least'

c c r po r a t ion or-::other busine s s ',I i',;no':earned <r-oy a Lf i.e s

6

7
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shall be due p r o vi dodr t hat; .such o,the'r'l'icensee, or

afEiliate is obLiqat ed to pay a royalty toStanEord

°1:1,:, us,e;;."or-- sale. of: such products,'.

• TERM AND TERMINATION -, The· agreement is effective from

the date .en t e r ed I n t o until e xp.i r a t Lon.vof- the Last;

viable Lic e n s e d-cp a t e n t;, Stal1:E0rd ha,s', ;t.erlJli!19-ti,on,r,igh,ts'

in the event a licensee breaches or, defaults under its:

obligations andv t heiLice n se e s have the f.ight to

terminate atany··Hme.upon,giving ninety :(90) days

wr i tten notice .to ;St,anfor,d,;

• NIH rDNA GUIQELINES ... Lic:ensees .a r.e bound .t.o .compLy with

the Na t l o n a L "Tns:titutes .o f Uea,lt:'h 'C;ui-de:lines for

Resea rch I nvoI,v ing,:-:R,ecom.binant,',DNA~olec:ules. .p r.omuLq a-t ed

by the::'Unite:<i -S.tCi'tes, q over-nme n-t-rin p:Co,du.ci-ng'l·i.cen,seo.,

products .'

• REPORT,lNG- - Licensees --are,obligep ,:tQ,'rnak:e,:annualr~epbX':ts

to Stanford concerning progress during the .p r ev i ous

calendar- .yea r. -.toward·· oomme r ci.e Ld zLnq t:h~"license9.'

inven t ions.~·

• ASSIGNl-1ENT .:..r,rhe;!ic,ense', ,..1,gr,eement',-i'is" not ass'i:ghabl'e

without, '£,ix s t. ob t a i n Lnq- .t.he prior., wri t t.en C0.n.s:e,nt_o:f-:'

S t an f o r d.. or.. un Le.s s ~S.l).bs:ta,l,1t i ?11y:,~th.~"'. e n tire ~bus'ine,ss; o.t,·

a licensee reiating to the:,agreemen:t ha~)be~h ~old or

transferred.

7



II STANFORD'S INTERPRETATIOl'lOF 'IHEAGREEMENT

As i an caddot-o ':;i'nter:pr~,ting:the ba s LctLicen s e agreement;

9
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.sc.e narci o s of a ppLica.t Lonst.o f .t he. technology 'for purposes of

de t e r mdn i nq- r oyaLt ie.s • In a Llcccmrnun i cetLon s .with',oits

licensees" the, Universi ty has been: c a r ef u Lrt.o indicate that

sU9h~~aterials are~not to be;cbnstryed a~!!being part of the

·-agreement, but onLy.tu s ed to aid in its understanding and

interpret~tion~ Stanford~s summary~sheet of 'licen~ed product

-c La s s i fi c a t i on.z r.oy-e Lties is reproduced .vaa App e n d ix <F i its

ex-amples '~of "pro.duct,categories and:illustr:ative s cena r ios is

cr.eproduc ed. as :,Append-ix G:~:;

Basically;': ·':i,t. .is:.the 'Un ive.rs ity I:S 'policy" .t.ha t; only one

roya.L ty; payme-nt .ds r due !:aTcing'a .manufac t u.ring ch a i.n.Xor a 'given

ehd -p r oduct, ',wi th,appr:opr,iate ,reduc,Uonsof the royalty payable

by,:a: "II d,Q,wn.:-'Str e"pITI";-, 'l:i~e~n'$:ee.by: .the. .amoun.t .p ai.d: .byran

"up-stream II licensee for a 9 i v,enpr,:e,cur:sor',on ~in:tepmed'iateo

Wi,thr'esp,e.c!> ,t9:irft:exmedia t.e ,pro'dud-t.s:~:>'Statif-ord cont.empLate s

:that,>albhough .bh.e purchaser of such .ds .tree -t.o selL the

intermediate-,-::,o,r, to use:it,:- "to pr-oduce other. Li c errs'ed.. products

free,;o,f;royal by, a roya Lt yiobLdq ab-i on-: to:.c-,the::-UniveT'Sity- would-

a r ise<if;,:'.-further genetic man i puLetion. has been' carr Led.J out on

or with~~siJch'intermediate~afternthe0firstroyalty~'bea~ing

transaction~

Stanford has stated that it interprets "Licensed Products"

as b e i nq mater i aLs incl~qJ~9':()r9.3ni'sms,.'::wf:l~'chiri,:·:the:.:cburseof

ma nu f ac.t ur-e ,' ::use -o rr.s aLe .wou Ld.vi.n fringe con e ,"'or more ;,:,claims of

occur,t'ep in the Uni-t:ed.$ta.tes in ,:th.e abse'nce:o.f:,.,the' Lice.ns es.

9
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:. ,'c.:' -,c-'.. ,",','

ou t sLde i t he united States subject to 'royalties in accordance

with lhe provisions of the license a q r e erne nt; if 'imported into

'\:Se unit~'d::--S'-t:a:te~ 'for sale there. The' University has commented

that it inte~di io rely on Section 337 of the Unite6 States

Tariff Act of 1930 'concerning unf~ir' competitIon to protect its

iriter~its, brit"that it will-no~, however, institute an

Inter~~t.r6naiTrade c8rnmission::pf6ce~'d'ingagainst dt:JY Ifcensee

r e s pect i nq such Irnpo r ted rnat~r ia:15 i~r whi~h: royai t Leerhave

been'paid, p r e s tirnabLyia t; sorrie'point.a.'1ongthe' manufac t uri.nq

chain. Remed ies" ava iiabl·et.hr a'ugh;. th~;::r::n~fernati6'rial-T:r a'a;e

commi:s'sib'n 'are 1 i.m i t.ed ; -a "'ai'sells"s iori'6f"such isbeyori'd ":t'h~

scope of this -paper.
,: .","':''' ',,'::,', ,'," "",.:,'",. :C,< ;','

Withrespecf' to 'contract r'e's'earchfor commercial purpose s,

Stanford in terpr'ets any~':ioyal t.y '0:6:(19 a't:':ibn~-s':-i~s"t:i.ng on' the

party which is funding the research and has indicated that the

pa r t.y pe rfo r nii nq the r,e;ke~r~hact'G~1iy n eed not beia 'liCensee

if the funding party is a licensee.

III. RECENT DEVELOPMENTS CONCERNING THE LICENSED PATENTS

u. S. Patent Applicatjpn~~ri.I,NO. 959,288 was scheduled

to is s ued .Jul.Z.)3~ )982 •.5. U. S.•.. "at~ntrq,·.:4,3~9, 538.. on June

30, 1982 the united 'States Patent

bases: (1) whether the described and claimed p1asmids are

101.
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s,uffi,cien,tly described in the ma~ner reguired by statute to

enable a scientist skilled in the relevant art to reproduce the

invention (2) whether the prior a r t , PiOrticularlya prior

disclosure bY.,one of theinvento,rs, may b a r patenj:abilitYi. and

(3) whether the correct inventors have been named.

Althpu~~ Stan~ord has ta~en an?p~imi~tAc sta~c~, it

remains to be seen what the outcome of the United St~~~s Patent

and Trademark Office's action will be ang whether the recent

de ve Lopme n t s in applicatiqn Se r.La L No, 959,288wiH pr ompc a.,' -

ch~l,~e.n9E:!,;bX way o f .,Ci.requ,est for. reexamination or as s umpt.i on

of the r I sk oflitig,ation",t_o already iS~\led u..S~,P,~tent No,

4,237,224. Th is action. may well be, in .. the biotechnology

world, 'akin to the historical "shot heard 'round th~ world"

~i th which the 18th century Ameri.can co Lond sts commenced their

War, oflndepe:~?,en~e £F0!TI "M.o.ther EnqLa n d!", At least two

***********

The~Jthbr ac knowledqes and appreciates the coope'r:at:ibh: and
~$E;ist'Clnqe:qf:m~J!llJep~:0,£ :tp.e ?t£~ce()f Te.chpolp9Y Lice~sing of
Stanford Unive sity 1.n preparation of' t h is p'aper , However,
this paper. poe . not; purJ2qrt. tq. be a ~t;at<?m<?nt; or policy by
Stanford Unive sity or by SmithKlineBeckman Corporation;

11
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[45J

United SiatesPatent [19J

Cohen.et al,

APPENDIX A 1..:;
4,237;224

Dec. 2, 1980

ABSTRACT[57]

Mertz et aI., Proc'-NaL'Ai;ad. Sci. USA;voI.69, pp.
337Q-3374,"Nov:':J972. '
Cohen, et aI.• Proc. .Nat.Acad. Sci: .uSA, vel. 70, pp.
1293;c-129i, ~~ay. 19p.
Cohen ,'et,' ~L.:-Proc.. Nat.,'Acad..SeL .'UsA.vol. '19,-pp.
324(h~247·_~9v.J973. '''',,": ,',':',:
Cllanget~l..,Proc.:1·fat.Acad. Sci,qSA;,vol.'71, pp~

\030-1034, Apr. 1974.
Ullrich et al., Science vel. 196, pp~' l3'13-131?; ,Jun~
1971. .
Singer et 'aI~/Sde:rice'vo); 181,p.,ll14 (19.73).
ltakura et aI., Science vel. 198•. pp." 105,6-:1~3:Dec.

1977,
Komaroff e(3.I~, pi-oc. .Nl1t.A.ca:d.~cL lTSA", "nl,,'.n,' r[1,
37~i-n31;,Aug:)978~:: "',. , "",',,'i""
Ch~In.ical,ilIl~Engineering;,N,e~s,'B~ 4~ May3(}~,1977.
C~ei1lic~fan,~-,:E:ngin,eering News, p.,ti•.Sep. ~ I, 1978.

Primary:&aminer..;.;.;AlvirI:-'E;' Tanenholtz '
-Auorney. Agent;·or:Firm~Bertram I;· Rowland

14 ClaiIris"No DraWings

Method 'arid' compositions are provided' for replication'
and expression of:exogenous-genes in 'microorganisms.
Plasmids or virus DNA are cleaved to provide linear
DNk,having:ligatableterminito which is inserted a
gene-having complementary-terminj. to provide, a bio
logically.functional: repHcon with a-desired .pheaorypi
cal-property,' The, replicon. is inserted into a mlcroor
ganism cell by transformation; Isolation -of the transfer
mants 'provides cells: for replication 'and expression-of
the'DNA molecules present in 'the: modified plasmid.
The method provides a convenient and 'efficientway to
introduce-genetic; -capebility into' microorganisms -' for
.the production. Of nucleic: acids .and... proteins,: such as
medically. or commercially-useful.enzymes; which' may
have,pirect:userU;ln~. army .. find .. expression .. in the
production of drugs. such as bormcnes, 'antibiotics, or
the -like,'fixation of-nitrogen, fermentatio~utiIization·or
specific feedstccks.rcr th~ like.
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4,237,224
1 2

DESCRIPTION OF TH.ESPECIFIC
EMBODIMENTS

a pro-
vides for a reasonable probability of recircularizaticn
with the foreign gene(s) to form the recombinant piasa
mid chimera. Desirably, a restriction enzyme should be
available, which will cleave the plasmid without inacti
vating the replicatcr locus and system associated with
the replicaeor locus. Also, means must be provided for
providing Iigatable termini for the plasmid. which are

BACI;:GROUND OF THE INVENTION

PROCESS FOR PRODUCI:-<G mOLQGICALLY
FUNCTIONAL MOLECULAR CllI:\IERAS

The lnveaticn wes suppcrted by generous grents of
NIH, NSF and the American Can~erSociety.

CROSS-REFERENCE TO RELATED
APPLlCATIONS

The, pr~ce~sof this invention employs-novel plas~

5 mids, which are fonned by inserting DNAhaving one
or more intact genes into3;plasmidin su<::~a location as
to permit retention of an intact replicato!;: lof~ arid
system (repliccn) to pr"vide a recombinant plasmid
molecule. The recombinant plasmid molecule will be

This application is a continuatin-in-purt of applicatin 10 referredto.as a "hybrid' plasmid or.plasmldj'chimera,"
SeT. No. 959,288, filed Nov. 9; 1978. which isa continu- _ The plasmid chimera contains genes tbet are capable or
arion ofapplication:Ser. No. 687,430lik-dMay 17~ 1976; expressing at least" one phenotypical property. The
now abandoned, which was a continuation-in-part of plasmmid chimera is used to transform a susceptible and
application. Sex. No. 5:!O.691. filed Nov. 4,.l974,·nov..:' md di - h ,.'.abandoned, comr~lent fI!lcroorgamsm ,unerc~m 1110ns w ere;

15 transformation occurs. The microorganism is then
grown under conditions which allow for separation and
harvesting of transforrnants that contain the plasmid
chimera.

The process of this invention will be divided into the
following stages:

I. preparation of the recombinant. plasmid or plasmid
chimera; .

II',transfcinn;l.tion or preparation oftransformants;
and

III. replication and. transcription of the recombinant
plasmid in transformed bacteria.

L Fie'1d of the Invention
~Jthough trunsfer of plcsmids among strains of E. coli'

and other Enterobacteriaceae h1S.lortg been, accom- 20
plishe~ by .conjugation ..nd/or transduction. it has not
been previously possible to selectively introduce 'partic
ular species of plasmid DNA into these bacterial hosts
or other microorganisms. Since. mlcroorganlsms- that
have been transformed with plasmidDNAcontain,au-2S
tanomously replicating extrachromosomal DNA spe
des having the genetic lind molecular characteristics of
the parent plasmid, transformation-has enabled the se- Preperation cf Plasmid Chimera
lective :cloning and amplification'of particular plasmid
genes. 30 In order to-prepare the plasmid chimera, it is neces-

The ability of genes derived from totally different sary to have;aDt'{A vector-suchas a plasmid crphage,
biological classes to replicate and be expressed ina, which ~ be cleaved to provide an intact' replicator
panicular,microorg:anismpennits the atuinmeriLof locus and system (replican), where the linear segment
interspecies genetic recombination. Thus, it becomes has Iigatable termini oris capable of being modified to
practical, to introduce into a particular microorganism, 3S introduce Iigatable fermiai. Of particularjntereer are
genesspecifyingsuchmet:r.bolic or synthetic functions those plasmlds which' have a phenotypical property,
as nitrogen Iixaticn.. photosynthesis. antibiotic produc- which, allow for ready separation oftransformantsfrom
tice, hormone synthesis, prctein synthesis.e.g. enzymes the parent microorganism. The plasmid will be capable
or .anribcdies, or .the: like-s-functions which are indige- of replicating in a microorganism. particularly a bacte-
nous to other:classes:oforganisms4y linking -the:fofa_40 rium .which Is susceptible. to ·transformation. Various
eign genes to a particular plasmid or viral replicon. unicellular microorganisms can be transfcrmed.isuch as"

BRIEF·D. ESCRIPTION DE-THE PR/'OR ART_ bacteria; fungiiand algae. That.Is, those unicellular
. . .. . . . organisms which are capable ofbeing grown in cultures

of fennentat!on;. Since. bacteria are for the. most part: the
most convenient organisms to work :with. bacteria will
be .hereinafter. referred toasexernpl8l")', .of fhe 0thet:
unicellular organisms. Bacteria, which are. suscep'ti~le_'
to transformation, include members of the Enterobacte
riaceae. such as strains of Escherichia coli; Salmondla:;

SO Bacillaceae, such as Bacillus subtilis; Pneumococcus; ..-
Streptococcus, and Haemophi/us influenzae .

A wide variety of plasmids may be employed of
greatly varying molecular weight. Normally, the piasa
mids employed will have molecular weights in the
range of about I,X l()6.to SOX 106d. more usually from
about 1 to 20X ID6d....-and ..preferably.Jrom about 1 to
lOX lQ6d. The desirable plasmid size is determined by a
number of factors. Firat, the plasmid must be able to
accommodate a locus and one or more genes

References whichrelate to the.subject inventi~n are
Cohen. ee al., Proc. N:aL Acado'Sci .. ,USA•. 69•. 2110,·.S
(/972); ibid, 70, 1293 (1973); ibid, 70, 3240 (1973); ibid,
71, 1030 (I974h Morrow, er.at., Proc, NIL Acad. Sci ..
71. 1743 (1974): Novick. Bacteriolcaical Rev .• 33. 210
(1969): and Hershfeld, et 11., Prcc, Nat. Acad. SeL. in
press: Jackson, et aI•• ibid. 69. :l904 (1972);

SUMMARY OF THE INVENTION

Methods and compos.itions are provided for geaeti
cally transforming microorganisms, particularly bee
teria, to provide diverse genotyplcal capability and 55
producing recombinant plesrnids, A plasmid or viral
DNA is modified to fann a linear segment having Iiga
table termini which is joined to DNA having at least
one intact and termini.

molecule which is to transform
and compauble microorganisms. AOer transformation,
the cells are grown and the transformants harvested.
The newly functicnalized microorganisms may then be
employed to carry out their new function; for example, 6,5
by producing proteins which are the desired end prod
uct. or metabolities of enzymic conversion, or be lysed
and the desired nucleic acids or proteins recovered.
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An alternative transformation technique may be'"

Iound in Lederberg and Cohen. I. B3ct~riol..l19. 1072'
(I974), whose disclosure is incorporated herein by ref;
erence.

7
One method of distinguishing between a plasmid

which originates in vivo from a plasmid chimera which
originates in vitro is the rOilnBtio~ of homoduplexes
between an in vitro prepared plasmid chimera and the

Phi...smid formed in vivo. It will be an extremely rare 5' III. Replication and Transcription of the Plasmid
event where a plasmid which originates in vivo wilt be
the eame 1" a plasmid chimera and will form homodu- The bacterial cells, which are employed. will be of
plexes with plasmid chimeras. For a discussion of such species as to allow replication of the plasmid vehi-
homoduplexesc see Sharp, Cohen and Davidson, J. Mol. cle. A number of different bacteria which can be em';'
Bio!., 75.235 (1973), and Sharp. et al, ibid; 71. 471 to" played. have been indicated previously. Strains which
(1972). lack indigenous modification and restriction enzymes

The plasmid derived from molecular cloning need are particularly desirable for the cloning of DNA de-
not homoduplex with the in vitro plasmid originally rived~rom foreign sources,
employed for transformation of the bacterium. The The transformation of the bacterial cells will result in

-- -. -- - - j"n " hi h IS a mixture of bacterial cells, the dominant proportion ofbacterium may carryout moe I icanon precesses, w IC

will not affect the portion of the replicon introduced which will not be transformed. Of the fraction of cells
which is necessary for rei .icaticn nor the portion of the which are transformed. some significant proportion. but
exogenous DNA which contains the gene providing the normally a minor proportion, will have been trans-

. aI . Th 1 ld be l od ed formed by recombinant plasmid. Th ...refcre, only 8 very
genotypic trait. us. nue con C$ may _e tntr _uc 20 small fraction of the total number of cells which are
or excised and.dn accordance with naturally occurring

present will have the desired phenotypical characteris-mating and transduction, additional genes may be intrc- tics.
duced. In addition. for one or more reasons, the ples-

- - In order to enhance the ability to separate the desired.
rnids may be modifiedin vitro by techniqueS which are bacterial clones. the bacterial cells. which have beeea
known in the art. However, the plasmlds obtained by 25 subjected to transformation, will first be grown in a
molecular cloning will bomcduplcx as to those parts solution medium, SO as to amplify the absolute number
which relate to the original repliccn and the exogenous of the desired cells. The bacterial cells may then be
gene. harvested and streaked on an _appropriate agar medium,

II. Transformation Where the recombinant plasmid has a phenotype.
30 which allows for ready separation of the transformed

After the recombinant plas..mid or plasmid chimera ceJls from the parent cells, this will aid in the ready
has b-een prepared, it rna}' then be used for the transfer- separation of the two types of celIs. As previously indi-
marion of bacteria. It should be noted that the annealing cated, where the genotype provides resistance to a
and,ligation process not only results in the formation of growth .inhibiting material, such as an- antibiotic OT

the recombinant plasmid. but also in the recirculeriza- 35 'heavy metal, the cells can be grown on an agar medium
tion -of the plasmid vehicle. Therefore, a mixture is containing the growth inhibiting substance. Only avail.
obtained of the original plasmid, the recombinant ples- able cells having the resistant genotype will survive. If
mid, and the foreign DNA. Only the original plasmid the:foreign gene does not provide a phenotypical prop--
and the DNA chimera consisting of the plasmid vehicle ~rty. which allows fer distinction between the cells
and linked foreign DNA will norms.lly be capable of 40 transformed by the plasmid vehicle and the ceUs trans--
replication. When the mixture is employed for transfer- formed by the plasmid chimera, a further step is neces-
mation of the bacteria. replication orboth the plasmid sary to isolate the replicated plasmid chimera "rom the
vehicle genotype and the foreign genotype will occur replicated plasmid _vehicle. The steps include lysing of
with both genotypes being replicated in those. cells the cells and isolation and separation of the DNA by
having the recombinant plasmid, -45 Conventional means or random selection of transformed

Various techniques exist for transformation of a bee- bacteria and characterization of DNA Ircm'such trans-
lerial cell with plasmid DNA. A technique, which is formants. to determine which cells contain molecular
particularly useful with Escherichia cell. is described in chimeras. TIlls is accomplished by physically character.
Cohen, et al., ibid. 69, 2110 (197.2). The bacterial cells izing the DNA by electrophoresis, gradient centrifuge-
are grown in an appropriate medium to a predetermined 50 tion or electron microscopy.
optical density. For example, with E. <:0/; strain C6OO, Cells from various clones may be harvested and the
the optical density _was 0.85 at 590 nm. The cells are plasmid DNA isolated. from these transformants, The
concentrated by chilling. sedimentation and washing plasmid DNA may then be analyzed. in a variety of
with 3. dilute salt solution. Aller centrifugation, the cells _~ays. One way is to treat the plasmid with an eppropri-
are resuspended in a C31ci:um chloride solution at reo 55 '&t¢ restriction enzyme and analyze the resulting frag-
duced temperatures (app~ 5·-15· c.). sedlrneeted, ments: for the presence of the foreign gene. Other tech-
resuspended in a smaller volume of • calcium chloride niques have been indicated above.'
solution and the cells combined. with the DNA in an Once the recombinant plasmid has been replicated in
appropriately buffered --eatciul11 chloride-Solution' andasen~dJsolated._thecellsffi1Iy be grown

-"'incubated -at redUce(ftcm-r;cratu~~ The'cO'n'ceritrauo'n'''''6iJ "plied and the recombinant plasmid employed
of Ca+ + will generally be about -0.01_ to 0.1 M. After" formation of the same or different bacterial strain.
sufficient incubation -period, generally from about The subject process provides a technique for intro-
0.S-3.0 hours, the bacteria-are subjected to " heat pulse ducing into a bacterial strain a foreign capability which
generally in the range oDS· to-4-'· C. for a short period is genetically mediated. A wide variety of genes may be
of time; namely from about 0.5-(0 $ minutes. The-trans. '6S employed as the foreign genes from a wide variety of
formed celts are then chilled and may be transferred to sources. Any intact gene may be employed which can
e grc ..... thrncdium, whereby the transformed cells hev- be bonded 10 the plasmid vehicle. The source of the
ing the foreign genotype rna)' be isolated, gene can be other bacterial cells, mammalian cells, plant

349



4,237.224

EXAMI'LE A
A.·Prrran.tion of rsetOI Plasmid

Covalently closed R6-S DNA was sheared with & 65
Virtls steinless stcel micro....h"f\ in a one milliliter cup.
The R6-S DNA was sheered it z.coc r.p.m. for 30 min..
utes inJEN buffer ~(\lutiQn \0.02 M Tri5-HCl(rH8.0)-1
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TABLE III

, . . Transformants(u.1l. ONA_

To Po

I x 106 <J
<3.6 <3.6
9.f X ros es
4.7 X loJ 10

Transfonn::lIlon ofC600 r,...-mK- by pSCIOI
~nd !IJ:!~8 Plasrmd DNA

DNA
rSC10l· closed circular
pUSS clo~ circular
rSCIOI ": pl2~g Unlrea(c<!
pSCIOI + pl2S8 EcoRI-lrea(e!i

The above table demonstrates that bacteria can be
formed which have both tetracycline resistance and
penicillin resistance. Thus, one can provide thepheno
typical property penicillin resistance in bacteria from
DNA, which is indigenous to another biological organ
ism. One can thus use E. coli for the production of the
enzyme, which imparts penicillin resistance to bacteria,
and assay for penicillin in a manner similar to that em
ployed for kanamycin. Penicillinase is used for destroy
ing .penicillin in blood serum of patients treated with
peniCil1inin order to determine whether pathogenic
organisms whose growth is inhibited by penicillin may
be present.

12
described previously. AJiquots of the two cleaved spe-.
cics wcre rnixed in a ratio of 3 fJ-g of pI258:1 p.g of
pSClO1 and annealed-at r-4" for 48 hours. Subsequent
ligation was carried out for six hours at 14" as described
previously and aliquots containing 3.3-6.5 ug/rnl of
101;).1 DNA were used directly in the transformation as
described previously.

Other transformations were carried otitemploying
thetwo plasm ids Independently and a' mixture of the

10 two plnsmids. Selection of rransformantswas carried
out at antibiotic concentrations (or tetracycline (Tc, 25
,u.s/ml) or pencillin (Pc, 250U/rol). The transforms
lion was carried out with E. coli strain C600 rK-mK-.
TIle following table indicates the results.

"

11

Tr:ltl~f.,rmlll;(ltl fr~"o:tley for
.nl;~I",i<.: rc-:<i'l<'n.:C' m~r\;en;

Tran.,form:uion of E. roli CtlOObr II mill:lUtl:
of rSCIOI ~nd r$ClfU DNA

Tre ..unenl
Teln~~c1;ri.;

Telne~·c1ine +
orONA KlInllmrcin hnamycin

None 2 x 105 1 x 10' 2}<, 1()2
EcoRI IX 10' 1.1 x 10-' 7 X 101 30
EcoRl+

D!'iA ligase 1.2 x 10" 1..1 'I( 1<>' S.7 :x: 10'

abour-slx-hours. The mixture was then subjected to
ligation with pSC10l and pSCI02 in a (alia-of t.Lre
spectively, byligating for b hours tit 14° in 0.2 ml reac
uon mixtures containing 5 mM MgC12. 0.1 mM NAP,
IOO}-Lg/ml of bovine-serum albumin (BSA), 10 mM
ammonium sulphate (pH 7.0), and 18 U/ml of DNA
ligase. (J. Mertz: and Davis. Proc. Nat. -AC:ld <:;-';1., USA.
69.3370 (1972); and Modrich, ~t :11.. J. Bicl. Chem.•248.
7495 (1973). Ligated mixtures were incubated at J7°-ror
5 minutes and then chilled in icc water. Aliquots con
raining 3.3-6.5 ,ug/ml of' total DNA v..-cre used directly
for _transformation.

Transformation of E: coli strain CNX! \\';1S carried Qut
as previously described. For comparison purposes,
transformation was also C.:11 ned our with a mixture of 15
pSCIOl and pSC102 plasmid DNA. \....hich had been
subjected to Ecok l endonuclccsc, but not DNA ligase.
The antibiotics used for selection were tetracycline (10
-f.LS/m1) and kanamycin (25f.LS/ml). The results are
reported as transformants per microgram of DNA. The 20 --:::::="7 :------:-__':0:--':.:,.---
following table indicates the results.

TABLE I

Kanamycin resistance in the R6S pbsmidis a result of
the presence of the enzyme kanamycin moncphospbc- 3.5
transferase. The enzyme can be isolated from the bac
teria by known procedure'> and employed in an assay for
kanamycin in accordance with-the procedure described
in Smith. et al.• New England J. Medicine. 286, 583 EXAMPLE III: Replication and Transcription of
(1972). 40 Eukaryotic DNA in E: coli

In the preparation for the enzyme extracts. the E. coli
nee grown in ML-brath and harvested in a late loge- The amplified ribosomal DNA (rONA) codeing for
rithm phase of. growth. The cells are osmotically I8S and 28Sribsomal RNA of the South African toad,
shocked (see Nossal. er al., J. Biol. Chern> 241,3055 Xenopus Iaevis was used as a source ofeukaryotic DNA
(1966), washed twice at mom temperature with 10 ml 45 for these experiments. Dawid, et aI.,J. Mol. Biot. 51,
0.01 M Tris and 0.03 M Nad, pH 7.3, and the pellet 341(1970). E. coli-X.laevis recombinant plasmids were
suspended in 10 ml 20% sucrose. ~ X 1O~ M EDTA and constructed in vitro as follows:
0.033 M Tris (pH 7.S).stirred for 10 mimics at room The reaction mixture (60 1J-l) conralned. 100 mM
temperature. and centrifuged at lb;OClO g for 5 minutes. Tris.HC1 (rH 1.5) SOmM NaUS mM MgC12, 1.0 lJog of
The pellet is then suspended in 2 ml of Cold 5 X 10-" M so pSC101 plasmid DNA and 2.5 lJog of X. ·laevis rDNA,
M02. stirred for 10 minutes at r and centrifuged at and excess EcoRI restriction endonuclease (llJol. 2 U).
26.0c0 g for 10 minut-es 10 yield a supernatant Fluid After a 15 minute incubation at 37-. the reaction mixture
referred to as the osmotic shockate. The solution should W:iS placed at 63- for S minutes to inactivate EcoR!
be stored at -20" or lower. (See Beaveueste, et el., endonuclease.The product was then refrigerated at 0.5"
FEBS'Leters. 14 293 (1971). SS for 24 hours, to allow association of the short cohesive

The osmotic shockere m.o.y then be used in secor- termini.
dance with the procedure of Smith. et al .• supra. The reaction mixture for ligation of phosphodiester

bonds WllS adjusted to a total volume of loa ,ul and
E.XAM,PLE II: Genome Construction between contained-in addition to the components of the endcnu-

.,."" ,c""B:lCt.;ri3t"Spec,ies .jn ."tit,rp:" Rcnl.i!=;:I!ipJL 1Inq"~~nt::~;~io~ ,6(1, cleasc"reactiori,30 roMT ris.H C1:(PHS.l), .tm.\f soctum .•.•.•....w............... k•...
of Stapbylcccccus Plasmid Genes in E. coli EnTA, 5 mM MgCh. 3.2 nM NAD, 10 roM ammonium

S. .aureus strain 8325 contains the plasmid' pI2SS. sulphate. S ~g BSA. and 9 U of E. coli DNA ligase. All
which expresses resistance 10 penicillia, erythromycin. components were.chilIed to S' before their addition. to
cadmium and mercury. (Lindberg, et al .• J. Becteriot., the reaction mixture. The ligase reaction mixture was
115.139 (1973». Covalently closed circular pSCI01 and 65 incubated at 14- for 45 minutes. and then at 0.5' for 48
pt:S8 plasmid DNA 'wen: separately cleaved hy incuba-. hours. Additional NAD and ligase were added and the
tionst 37' for'15 minutes-in 0.2 ml rcnction mixtures by mixture incubated at IS" for 30 minutesand then forlS
EcoRI endonuclease in accordao..-e wilh th,=, procedure minulcs at ,3r. The ligated DNA was used directly in
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Sci., USA; 62, ll59 (1969) and 6.0 p.g O:"CA'from bacte
riophage ~80pt190(Deeb, et ul.. Virology, 31.' 289
(1967) were digested to completion with hornoge
neously purified EcoRI endonuclease, rnoniroringthe
digestion by electrophoresis ofthe fragments in-an ega
rose gel. The endonuclease was inactivated by heating
8t65· for 5 minutes, the digest dialyzed overnight
against 5 mM Tris.HCl, pH 7.5. and the sample concen
trated to 50 jLl.The fragments were ligated as described
in Dugaiczyk, er al., Biochemistry. 13; 503 (1974) at a
concentration of 75 pmoles/ml of fragments;

Transformation was carried out as previously de
scribed except that the cells were grown 10 A~90=O.600
and following exposure to DNA were incubated in
Lcbroth for 90 minutes. 'The cells were collected and
resuspended in 10 mM NaCI before plating. Cells em
played as recipients for the transformations were E: coli
strains C600 trpR', utrpE5(MV1), C600 trpR - 'trpE
10220 recA(MV2), C600 AtrpE5(MVIO) and C600
utrpE5 recA(~V12).(trpR- is the structural gene for
the trp repressor and -~trpE5 is a trp operon deletion
entirely within trpE and removing most of the gene.)
Approximately 2 p.g of the DNA was used to transform
the cells.

Cultures were plated on Vogel-Bonner agar supple
mented with 50 jLg/mJ of the non-selective amino acids.
0.2% glucose 'and 5 ug/rnl of required vitamins. Trans
fonnants to colicin immunity were initially selected on
a lawn of a culture of a mutant strain carrying CoIEl.
Clones were then selected for their ability to grow in
the absence of tryptophan. Cells capable of producing
tryptophan were isolated, which could be used for the
production of exogenous tryptophan. The subject ex
ample. demonstrates the introduction ofa complete
operon From foreign DNA to provide a transforrnant
capable of replicating the operon and transcribing and
translating to produce enzymes capable of producing an
aromatic amino acid.

o.2~

'lO3 (l9~)

389 (10'*-)

,,7J9.,O.~~)..
o(OO:;)

Inpu.1
'pm
41110
3180

_"J~Q
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em RNA wn,hC"\i,.-d 1:1'1 £ n>liminicells

f"H! RNA, ~lInls hvhrid;r~ to
X. lorws rONA,

i
Plumid
earried by
minieells

CD<,
COlli

~};:J'.~.'..G,","e:'__
r-SC1.01

EXAMPLE IV: Plasmid ColElas a Molecular Vehicle
Icr Clonlng and Amplification of Trp Operon 6$

In a,volumeof200 j.tl (lOOmM Tris.HO(pH 7.5}-5
mM' MgCl:,·SO mM N",O). 5.7 jJS of ColEl (E. coli
JC-4,lIThy~/CoIEI) (Clewell, et :li.• Proc. Nat, AClId.
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6. A method according to claim .L'wherein said pre-

determined- termini are staggered and cohesive.
7. A method according to claim 6;-whcrc=in,saidjoin·

ing .coedirions includes enzymaricIigation,
8.A method according to claim 6, wherein said cobe-

sive cnds are formed by staggered cleavage ofsaid viral
or circular plasmid DNA 'and a source of said.second
segmentwith a restriction enzyme.

9: A method eccrding to claim 6 wherein said cche-
sive termini are formed by addition of nucIeotides.

10. A method according to claim-L wherein said
prcdeterminedtermini are blunt end and said joining
ccnduions include enzymatic ligation.

n. A method for replicaringa biologically functional
15 DNA comprising a replicon 'compatible with 'a host

unicellular organism joined to a gene derived. from' a
source which does not exchange genetic' information
withsaid host organism. said, method comprising:

isolating said' biologically functional .DNA from
transformants preperedin accordance with claim 1;

transforming'unicdlular'microorganisms with.' which
said replicon is compatible with said isolated DNA
to provide second.transformante; and

growing said second transfcrmants under appropriate
nutrienr condirions .to. replicate said biologically
functional DNA.

12. A method for producing a protein foreign to a
unicellular organism by .means.of.expressicc or a gene
by- said unicellular organism. wherein-said gene is de.
rived from a source which does not exchange genetic
information with said organism. said method ccmpris-
ing:

growing transformants prepared in accordance with
any of claims 1 and 11 under appropriate nutrient
conditions. whereby said organism' expresses said
foreign gene and produces said protein.

13, A method according to claim 12, wherein said
protein is -an enzyme.

14. A method according to claim 11, wherein said
method. is repeated substituting-said biologically func
tional DNA from transformants prepared-in accordance
with claim 1 with second or subsequent transformanta
to produce additional transformants.

• • • • •

17
thai certain changes and modifications may be practiced
within the scope of the appended claims.

We claim:
1; A method for.rcplicaung a biologically functional

DNA. which comprises. S
transforming undcr trnrisforming conditions compcti

ble unicellular organisms with biologically func
tional .ONAto form. tnmsformaotsi said b.i9Iogi
cally Junctional DNA prepared in vitro. by the 10
method of:

(a) cleaving: a viral or circular plasmid D1'lA.compat
ible with said unicellular organism to provide a first
linear segment having an intact rcplicon and ter
mini of a,predetermined character;

(b) combining saidflrst llocar segment. with a second
linear DNA; segment, having at least one intact
gene and foreign to said unicellular organism and
having l~rrniniligat;Jhlcto .said termini of said first
linear segment-wherein at least one ofsaid tina and 20
second linear DNA segments hes a gene for a phe-
notypical traitunder joining conditions where the
termini of said Iirst und seccnd segments-join to
provide a functional DNA capable-of replication
and transcription in said unicellular organism; 25

growing said unicellular organisms under appropriate
nutrient conditions; and

isolating said -transformants from parent unicellular
organisms by means of said phenotypical trait im-
parted by said'biologically functional D;'\lA. . ,30

2. A method according 10 claim I,. wherein said. uni
celJular organisms are bacteria,

3. A method according to claim 2, 'wherein said 'trans
formation is carried out in the presence ofcalcium chlo-. 35
ride.

4. A method according tc c1aim3. wherein said phe
notypical trait. isresistance to growth inhibiting. sub-
stance, and said growth is carried out in the presence cf
a sufficient amount. of said growth inhibiting substance. 40
to .inhibit .' the growth .of p:lrc=nt unicellular organisms,.
bur. insufficient to Inhibit the growth oftransform ants.

s. A method according to claim l,wherein said uni
cellular organism is E. (OIl.



APPENDIX B

PREr~HlINARILY TlLLOI-iED REPRESENTATIVE CLAIMS' OF
U. S. SERIAL NO. 959,288

A. As a composition of ma t ter, a,biologi7~1IY,functional

recombinant plasmid capable of selection and replication ih a
unicellular microorganism cell comprising:

a first DNA segment containing an :int~:ct ,r~plicon

recognized by said cell derived by cleaving' a virus' oipla'srn"id
compatible with said cell at other than therep+ic9~site,
which se0ment is cnv~lpntly jointed in vitro'at its e~ds to:~~~e
complementary ends of a second DN,A segment:;foreign;,to_sa~d cell
having at least one intact gene, said second DNA segment
derived from a source which does not exchange genetic
information with said cell.

B.. As a composition of matter, a,b~olog+c?lly fUI1c~iol1a,l

recombinant plasmid capable of selection and' replIcation in' 'a
unicellular microorganism cell and, capable_: of, homod upLex inq
wit·h the replicon and gene portions o'f first and second Ij.near
segments of- a biologically fun9tional DNA, wberein said ~~cqnd

linear bNA segment is derived from a source which does n6t
exchange genetic informationwi,thsaid unipellular
microorganism",

wherein said biologically fiJnctional'recoITlbinant-'plasrriid is
p~epa~ed as follows:

(1) cleaving viral or circular pla~!!,idDNA compatible with
said unicellular rnicroo~ganism at othe~ that the. replicon site
to produce s a Ld. first linear-oDNA-segm~nt:hav i.nqcan -intact·
~eplicon and termini_of a predetermined~~haracter;

(2) combining said first linear DNA. se'gnienL_with. a: s'econd
linear~DNA -segment from a'source which"does not exchange·;'
genetic information with said unicellular organism and.vha s ,cat
least one intact gene and termini ligatable to said termini of
said first linear DNA segment, wherein af le~st one ci~,s~id

first and second linear DNA' segments has a gepe tor- a"
phenotypical trait; .

(3) j o i n inq the ligatable ends of said first 'and second
segments to form a functional DNA capable of replication and

c. As a composition of matter a biological~y functional
recombinant plasmid having been cloned atleastohce-and
capable of selection and replication, sa~d plasmid having first
and second linear segments, wherein said first segment' hes an
intact replicon and said second segment is a gene derived from
a source which does not exchange genetic inforrnatioO'witha
unicellular host for said replican;
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LICENSEES UlIDEll U. S. l'Nl'rNl' 1\'0. 4,237,2:"1 AND
' .. U;S.PATENl' API'l.ICW!'[('N SFIUAL NO. 95D,2SS ..•.

Abbott Laboratories (USA)

Agrigenetics Corporation (USA)

Ajinomoto Co , , Inc. (J"P':\I1)

Allied Corporation (USA)

Arne r 'ican'Cy'~ill:3.m'id Company (tJ~~.\)

ANIC _(USA)

Baxter 'r r ave no L Laborator i c s , tnc. (USA)

24-
,lPPE:'-ilJ I X C
-------

(USi\)

Bioge:n N.

BiaLog ~cals.(Cal1ada>

Biotechnica Inter~.it'ion~'l, r nc , ··(U'SA):

Bristol-Myers Company (USA)

BUrr,ou.gh,?l-Iepcom" ,Co.(O;:;,~)

CPC International Inc. (USA)

The. Cambr idgel'lan (qSA)

Carterch'allace, Inc. (USA)

Celltech(United Kingdom)

Cetus Corporation (USA)

Ch i r on. Co.rpo re t i on (Uq>A)

Collaborative Resc'1cch, Inc. (US,\)

Corning Glass \;Orks(qS!\)

DNA Plant Technology Corp. (L1',)\)

DNAX L.td. ;(USA)
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(USA)

(USA)

E. I. Dupont d e Nemours a n d compan'~"-"'{USA}

Engenics, Inc. (USA)

Genentech, Inc. (USA)

Genetics Institute (USA)

Genex Corp. (USA)

Genzyme Corporation (USA)

Gist-Brocades N.V. (Netherlands)

w. R. Grace & Co. (USA)

The Green Cross Corp. (Japan)

Hoechst Aktiengesellschaft (Germany)

Hoffman-LaRoche, Inc. (USA)

Integrated Genetics, Inc. (USA)

International Minerals & Chemical Corp.

International Plant Research Institute

Johnson & Johnson. (USA)

Koppers Company, Inc. (USA)

Kyowa Hakko Kogyo Co., Ltd. (Japan)

Eli Lilly & Camp nay (USA)

Microlife' Fenetics (USA)

Miles Laboratories, Inc. (USA)

Mochida Pharmaceutical Co., Ltd. (Japan)

reo Lec u La r Genetics, Inc. (USA)

Monsanto Company (USA)

Montedison (Italy)

Nabisco Brands, Inc. (USA)

25

National Disti s & Chemical Corp. (USA)

357



New England Biolabs, Inc. (USA)

Novo Industri A/S (Denmark)

P-L Biochemicals, Inc. (USA)

Pfizer Inc. (USA)

Polybac Corporation (USA)

Repligen Corporation (USA)

Revlon, Inc. (USA)

Salsbury Laboratories, Inc. (USA)

Schering Aktiengesellschaft (GerllldJly)

Scher ing Corp. (USA)

G. D. Serle & Co. (USA)

SmithKline Beckman Corporation (US~)

Stauffer Chemical Company (USA)

Sun tory Limited (Japan)

Synergen Associates (USA)

Takeda Chemical Industries, Ltd. (Japan)

Texaco Inc. (USA)

UOP Process Division (USA)

The Upjohn Company (USA)

Virogenetics Corp. (USA)

Wyeth Laboratories (USA)
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APPEXDIX

The torms ot t~.is /xUfccrr-C:1[ J.pplyonly
for licenses siUCled on or bufore-l S December. 1981.

t=ff8clive:3s:of·,Oecarnber 2, 1980. THE'.BOARP,OF"TRU;STE,ES,OF,THE,L,ELAND

STANFORD JUNIOR UNIVERSITY. a bodyhavinqcorporatepowets uoderthe laws of the

Slate of Calilornia (STANFORD),and __ , _

D 27

a c

Bt

agree as follows:

.~corpor3.tionhci'ving a principalplace of-business

________----,------,------,--'(UCENSEE)

1, BACKGROUND

1.1 - In the course of fundamental research programs at the University:ofCaliforniaand
ST.4NFORO (Universities), inventions were-conceived-jointly which relate to enqineerinq
bioloqlcally.functional replicons 'possessing ,desirerj -g,~,netic",propettit?~.of parent QNA
molecules . These .research programs were supported bytheNational Science Foundation,
the American Cancer.• Society, ,aDd, the NationalJostitutes.otHealth. of the.Departrnent of
Health, Education,and Weifare: ,nOW Health and Hum~n,ServiC:E!,?:(HHSt"Thepe agencies and.
the Universities agl eed,that the intellectual property·rightsresulling,from these inventions (and
licensed through this Agreernent)wQuld be adrninistered pursuant and "subject to tne terms of
STANFORD's Institutional Patent Aqreernent (lPA) with HHS,

1.2 - The Universities'have agreed JhatSta,nforc:l wiUrilanagethes,e~uriJ:lg.ofpa.tent:Jights
and licensing in the public interest, andthat any net mcomo arising therefrom will beshared
between the Universities, and designated to be usedjor.educationat and research purposes,

1.3 - Byassiqnrnent oltne invenuonsIrornrhe inventors. STANFORDis the owner of certain
U.S. patent rightsanddesires·to grant licenses under those. rights to jicenseesfordevelop
ment of products and processes forpublic use and benefit.

1.4 - U~EN~EE des.ireslO d~veloppr()c~ssesan? method,sandrrl~rketableprod~ds'f~r
public use and benefitby using Licensed Patent Rights, andit will follow good safety practices
in such development work.

2.1 - Ucenseo-Psten: Aightsm,eansU,S .•Patent No.
and pendi.ng.US.·.Palent.A,pplication Serial. No. ,959.288.
div isIons , continuations. andcontinualions·in.partbasl:::dthereon,
issue therefrom and any reissues Orextension thereof.

2.2 -- Uttimete Consumer means that person or entity whose use of the product results in its
destructionor loss of activuy and/or loss of value.
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2.3 .- Licensed Product(s) means rr.;11cr:\1IS (incltJdll1g organisms) which. in U'I'O,; course of
manufacture. use, or sale would. in tne anscnco or this liCl~nsc,-infringi2one or mere claims of
Licensed Petont Rights which have notbeen lh:ldlm,jllrJ by a court from whiel) nc eppcal may
be taken,

Four categories of Licensed Products are dcsiun,'Iled:
End Products (Paragraph 2.4)
Basic Genetic, Products (Paraqraph 25)
Process Improvement Products (par.J<]r.1ph 2 6)
Bufk Products (Paraqraph 2.7)

2.4 -- End Products means marketable g0~)(~S h;wing ,]! :c~isl one component coming within
Licensed Pro~ucts, or Pf09ljce,d,by ~_ Ucensed \roduct. _whicb goodsale,soldinEi f?rm for
utilization by !tlcUltimale Consumer, and ,:H8 not Inll:n(h~dor marketed for !Lifiherformula.lion,
processing, or chemical trans formation ".lllu~t r311VcEedProducts. include:

(a) health care products. sold for p~lticnt care and use or dispensation by medical
professionals (for exarnple.idosace tcrrus of hormones, vaccines. and biosynthesized
drugsifi1ms, fibers or dressinQs;:andrc~QcnJs or-devices used for diagnostic purposes,
lncorporaunqbiochemical agents such 3S annbod.es. enzymes, specific binding pro
teins or polysaccharides);
(b) products sold in a form ready for application to seeds, for addition to feed or.crop
treating aqents, for administration to animals or for treatment of cells being cultured in
order to improve agriculture, animal production. forestry or landscaping (such as lertiliz
ers, vaccines, and nitrogen fixing or pesticidal microorganisms):
(c) microorganisms and/or their products which are suitable for use as animal or human
food, for degrading substances in an envir?nrnE;,~t. ()rf()~ increasing the production of
desired substances (such as concentraunq nlii1erals,generaiing gas or useful compost
from low valuesubstrates):
(d) reaqents Ior research.such asenzymcsor.ant.bodies..

2.5 ~ Ba'slc' Genetic Products rnearisrnatertals 'havmqtat-leastone component coming
within Uceosed Products '~hich aresolo -~rused····~rimarily for' fU~her 'processinq 'or' genetic
manipulation and/or.are .neither End,PrOd~ctS>::Process tmorovenem Produ,cts ·orBulkPro
ducts. Illustrative Basic Genetic-Products inc!ude···plasmids;· uniceuofar-orqarusm trans
formants. arid '. nucleicecidseqrnerussuch a's'expresstcoreoutators and ,sltucturalgene"
secuenceeArso.: Basic' Genetic: Products 'i6clude"serVices usinq iicenseoProauctsesvs
which services are provided by LICENSEE tocustomers b'n a contractbasis.

2.6 - Piocesslinprovement Products rneans rnateriatshavinq at.leastone .cornoonent
coming within Licensed Ptodiicts whichare developed by or torthe LICENSEE,as·o'pposed to
being purchased by the LICENSEE, and are used by the LICENSEE in its menutacturfnq
processes to enhanceproduction efficiency and where tneresutnrq ... product, is essentially
identical to a product.manufactured bythe.previousprocess: Illustrpt.ive-frocess:Jmprove·
ment Products include microorganisms for jxooocuon otchemicat: intermediates, amino
acids, or pharmaceuticals: ·enzymes, tor.cnemrcat manufacturirQ:. antibodies for separation
processes; anc n,itrogen-fixlr1g.,mi~roQrgan!smsIl5l'd.:l)y,an.agricu!tural company, 10. recuce
fertilizer consumption.

2.7 - Bulk Products means materials haVing at least one component coming within
Licensed Products, or produced by a Licensed Product, which material is intended for further
formulation, processing or chemical formulator or the like

toa health-care company,
forconversion into ·fune-tional

2
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2.8· - Net $,:lcS mc.ms lh0 gr?~_s ~,j,l_t~s.rOYJlliesor tees i~v'piced 10customers. less':'ri3iur~s 
and a!lQ\-v311cCS,tCiU.l.Jlygranll.:d:· pJd:ilig, 'insuf.lflCC, freight out; taxes orexcisa cones
imposed on the transaction (ifscparntolyinvoiccd): wholesaler discounts and casb discounts.

2.9 ~ - Firstpo[hdi~Pc~al Sale.hlca~s:!hCinltl~1 'irdfls!crb,y'lICEN'~EE off.jfe~sr:dpro~u::crsi~
exchance for cash or sorne equiv<1ipntlo which value canbe assiqned fori~epurp'ose,of
determining Net Safes. ,-

2.10- "LiCENSEE~:-isunderstood 10 include <111 of its Affiliates. An Affiliate ofLICENSEE
shall mean: any.corpoiation or other business entity controlled by, controlling, or under
cornmon control wrtn LICENSEE. For this purpose, "cuuuol' means direct or indirect beneficial
ownershipot allt:?;'!st fifty percent (50%) 01 Ihc vonnqstock. or at least fifty percent-,(50~'c»

interest in ~re)ncornl~ of such corpor at.on or other business.

3. GRANT

3.1 -- STANFORD,gr3I1tslo LICENSEE,] non-exctusive, non-Iransterable right and license
to make, have.rnade, use ,and,sf:!II"Li<;~nsegP{oductsu!i(:I,er:LJcense,p:Pat~n(Rightsc

4. COMP~IANCE WITH~AWS,REGU~ATlONSAND STANDARDS

4.1~ LICENSEEagrees'tocomplywith all qovernmental.laws aoo.requtanons acptcaole tc:
the use, production and/orsate of Licensed Products,

4.2 ~ With respect.to cperauons by the LICENSEE in the United States, itstertitoriesand
possessions, L1CEN$E:E specifically expresses its intent to comply with :,thgphy~icaland

biological containment standards serIorth in the NIH Guidelines for Researchlnvol,vin~
Recombinant DNA Molecules, dated 21 November 1980, or any sUbsequent:~fT)end7d

version of LJS. Government guidelines or regulations pertaining to such activitie~: in effect
dunng the term 01 this Agreement. LICENSEE Iurt her agrees to cooperate with g"overnment
agency(ies) authorized to monitor compliance with such containment standards.

5,GOVERNME'NT TERMS

5.1 This i~greementis sLJbjectlo'fhe"te/m'~a~9 c6ilditions:bfthe8HSlj=!AwithSTANFQR'o
dated April 5. 1972. . .

6. RDYA~TIES

6.1 -In consideration of the righ!sgrantcd hEHliin,:-UCENSEE shailpaytbSTANFORD upon
execution of this aqreement a royalty payment of Ten Thousand Dollars (S10;000). Thereafter,
LICENSEE Sh3.11 pay a rnmirrunn annual advance on earned royalties of Ten Thousand Dollars
($10.000) on or belore tbe first day 01 February for caC:hcal~ndaryeClr.fC?1l0W,ing execution of
this agreemenLSald PaYments arenonrcfurlehbleexcept,that they canbe credited ago?in$t

earned royalti?S t?H18 e~lentpr~v:ip;d·inp3r3gr3'ph6.3.: .. , ,", v.: __ ::

6.2- All .S;1I~s,or useot Lis~ns(3dPloduEts,l)y:L,1C~NSEE,,"exp~ptin(;:sal,esunder·pari3
graph 10.1 I? an Affili~t~9Lar1other hccnsee oi :sTi\NF,9,R[)or,saleatothe.United.States
Government, shall be subject to royalty payments as provided in paragraphs6.~ 106.8
inclusive.

" "·""6,3 ..-,Ear9~d:iOY~lty-,P·3Yll1ents,:d.ueAJn(,icr.J\r;1C:16.:g,JJj"~~~~~S,~t:.th~~~bDu,.a,trnj9,iQJyrn .. ID;:lY1JJ,e~\,.,,"'_'~--"~
reduced up .10 50~~ ,in~ny oneyear, bya ,~I,q,d!!" cqu31,I.n ,to.:al. t():five (:i) times the,cumulative.
amount of ttleJoyal~ic?,P?id,i,r,at::cqr:li.3nt:e: with JJ.1r~19~apr,6:,1 ,i,n years.prior to the c.at~nd~r
year in which 1.11.12 firs,t ,s~lc 13h~spl~cepf3nEnd ~roduct for othe~JhandeveJppmerl! purposes.
but not for rninimurri payrnerus made for 1987 and following years, soIonq.asts necessary

3
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during the periqd., of rovally payment Ie:) arnonvc tbc specified rnuuiple .(five.(5)) "of the
curnutativeroyattios p3ld' undCr,p3[,1grapt1.6.,' pfiPf,l?,ltw calendar year.ol.suchfnst sate.

6.4 -- LICENSEE shall pay c3rncdfoyalllcsforiiscoiLicensed P<1tcnt,qightslorproduciion
and sale of Encj,.p'r0cJucts based on the Net Sutcs in th,e Unite~ States of End,,Frpdu,t?ts by
LICENSEE,"The earne~Joyalty rate tor.End ProdJ/~;t!3sh<lJl rtepcnd upon thetotal sates ot End
Products in each calendar year as specified In ttll? Icllowmq schedule.

Annual Net Sales of Earned Hoyatty.Rate on
End Products in U.S. Net Setes cfEnd Products

up to SSrnunon ". . .1.00%
$5· $10 million '.. 0.75%
over $10 million ..0.50%

6.5·- LICENSEE shall pay earned royalties for lJ~e,ot Licensed Patent Rights 10produce in
the United Slates End Products and Bulk Products for sale outside of the Uniled Sl<=ltAs of 0.5%
of Net Salcsof End Products and 1% ofNelSa(esoLBulk Products regardless ofsales volume.

6.6 - UCENSEE,;'also 'shaupayearnec royalties foruse ,of,Ucensed'Patent Riglits"'for
production and sale of Licensed Products that are not End Products as follows:

6.6.1 - The earned'royalty rateIor Basic Genetic Producls'shallbe' 1QC/od NelSales.

6.6.2 ~.The'earned'.royal~yratefor .Butk. Products .shall depend-upon Net 'Sales by
LICENSEE of Bulk Products in each calendar year as specified in the -following schedule.

Annual NetSales'Of Earned Hoyalty Rate on
Bulk Products' in U.S; Net Sales of Bulk Products

30

uptCl.S~ million,. .
$5 - 510 million
over'S10 million, .

.3%

.2%

.1%

6.6.3 - The earned royally rate for Process Improvement Products shall be 10% of cost
savings and economic benefits enjoyed by LICENSEE.

6.6.4 -If LICENSEE can demonstrate .tnatme royaltypayments for a product falling
under Ba~ic;,qen~ticprodLJcts:(paragraph;6,.6,J ),Bulk, Proqucts, (paragrap~q;6:2) or
Process Improvement Products (paragraph 6.6.3) are grea'ter than the royaltiesthat
would result if calculated on the End Product (for sales in the U.S. and other territories)
made from or with such product. it may request negotiation of a lower royalty cornparabte
to the End Product royalty. Such neqotiat.oo witlbe ihitiated by notice in writing from
LICENSEE to STANFORDgiYing the ""tureof the product(s) to be marketed by
LICENSEE and expected use of the prod"!:t(s).

6.7 ·-If !h'ep~rt'iescannotagree after negotl3}ion upon equila.bJeroyalty terrns.for the use-of
Ucensed Patent'RIghts under suboaraq.aph 6 6:~.thenel!herparty maysubmit the.matter for
decision by arbitranonin acc,of~~nc~\\lithpaf,39!,3ph ,'~.4: Fees Icr arbitration shaf be berne
by the LICE,~,SEE" but' may ,be credited 'per p,1f,~graph,8.3 against" royalties payab'e by
LICENSEE unqerth,t3C3.greemt?nt estsbnsheoby moans ol the arbiuation, ,until such wbitratton
fees are Iultyrecovered. '

6.7.1 -In arnvinq at a decis.ion~the negotl~~!()rs.andarbit~,alor{7) sh~Hc?nsid,7,rs.~c,~

. ··~~r''''''.''''A''-'','W -lacIors-as-the,,,s'ize·"'Of·'t h'e'~"iJ'0re',nlfal,""i!l'~-rK~r"I~r'th:e "~t:jcerfS'etr:Pfb:Cf Oel(sri1volvea:']H'e
anticipated profit marglll,lhe:,'royalty rates forE'!~fJroduct~, .the" royalty tbatwoutd be
paid on.theEnd PrCJducts. ,nlo~,t lih.eh'IOl:J,C,PIL~P~It:!q fo~ theUltirnate S9nsurner fr()l1ltt)e
UcensedProduct(s) In question.ana' pr.ev31!1I1,g r~yaay rates tn ttte in(jLJ.stfY IO,wt}icllJlle
Licensed Produ(,l(sj·p81tdUI. '
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6.8 '- r\S'.l.n allL~rl::ill\;l: ~O u.eprovrs.o.is III p,1r .hy': q\lisGG througri!3./' for'ce.errnuiat.on ot
royalties lor ucehsed P-'oducls'ot!icr!h,lll EI1'dr;Odlids~:UCENSEErr:ay,at.any tirne priorto
June 1,1982'.'obt3In 3 pard-up'..' lililitcd:ldlm,l10nlc"l:!lisi\iC .license .under Licensed patent
Rights for tile period horn the o!lcctivC,t1JtC01 thjsA\JI\~crnL:ntuntiIOecember3'1;:1986,ata
lump-sum: I,Oy3Ity:10 ,Qe negoll3tcd'lor Licql ),')(Jd, Products, ott-er. thee.nEnciproducts.;SJJch
negotl3tior,l shall not be subject 10arbitt :il,IOI1. S\lchilC\)n~"c51'\al\benontr3ns;e;r3bie except as
provided in /'"rticle 12, Tl'!e afoferncntlol11]{j,'\1;1Il{'\lj,111"ensc, Iee.!:It.,all refl~ct, tt!~,p.:1.f1ie:s',.b~st

collective judglnent;3s to tIle likely extent of,UG[N~3EE·s;In\icipatec1:engagf;ment,inp'rociuc,~

tion and sateo! UcenscdProducts that .JlcnotEnd Pral"iu.cfs,aswel1as otberctrcumstanoes
pecuhar to!lleUCENSEE:sbusincss ~1 t1~d{ \11'10. At:yurdingly.suchlicens8.fee is paid-up onty
for LICENSEE <1nd it shallnotbe ccnsicc.cd. In '-'111I,Jrc1,1VOIGd l~Ir:nSnlreatrnent cttbbd-party
licensees under Article 7. Said paid-up uccnso k'l1 s11,111 not ue considored anvcarneo royalty':
for purposes of 6.1 3nd 6.'3 or deductible under i\rllcln 10.

7. MORE:FAVOREO TERMS

7.1 -- STANFORD intends that the termsor-af licenses under UcensedPalentBights are ,to
be essentially similar to tbeterrnsot this.license. ST/\Nr-ORO will advise LICENSEE as to:those..
terms wbich,arediiferentin.such other license agrC'ements,.unless said terms are consequent
to the coerationol-any provlsicn of paraqraphs G,G.4.anp::6.7.. thrQugh.~;6;8"·~here,upon
LICENSEE may deterrnine whethersuch terms ,:lIC more tavorabte tharrthose·gr?ntedherein.
LICENSEE· shall, at its ejection-be entitled L1pOf1\\:IillGn·.notice,toSTANFORD'to.r.ave. this
Agreement- arneoced to suost.tuteau.terrns 01, such more Iavorabte license torartterrns of thi,s
Agreement as of the date upo-n which SUCII morcfavorable"license,shaUhave,becorne
effective. Such amendment shall, as to royalty. ;,pply only \0 prospective royalties.

7.2 ~ In tile event LICENSEE chooses 10 exercise its option under paragraph 7.1,
LICENSEE agrees that it snall also'acceptand be b~)lJlld by'lhe sarneterrns and conditions for
thebenefit ofS TANFOF1P as)hqP.§..:~~i~~ ,;1le.~. part 0',or.snall-accompany.suchotherlicense
granted bySTANFOFlP to a third party: ~ICENSEE lurtheraQIees.that ,if1de~er l1lining ~n~the,r
the royalty rate Ior a particular .pro..duct or process.accorded tbe.third.partylicensee ,i,s,6or'e
Iavora 'ole, S1A~F080 maya~sign <3. r82s0.n3.blC'\J."iluCto anypatent rightsorgther, considera-
lion it has or will. re,Cf3'i\fe,in return tor the qrant 01 such other licerse. '

8. PAYMENTS AND REPORTS

8.1 - LIC~N$EEagrees to n..otify STANFORD .promptiy. inwritillg, otthe date ot .. the Fir~t

ComtnercistSete ol;3)Jcensed Product and d.1tQ ot Iust uansacucnunoer paree.g raph1 q,1.

8.2 -- Beginning \v·ilh the date ot First Commorc;;,IS,.le, roValtiesfromUCENSEE hereunder
(iess the credits allowed by paragraphs 63 ,Hl<.16 ;-and less the minimum annual royalty paid
in advance for that calendar year) shall be p,ll~i to ST,\NFORD within ninety (90) days after the
close of each subsequent calendar quarter:

8.3 - Tot31.. credus.allcwabte by opcrauon ot p,lr':lGI,1phs '6.3.and6.7'shall·in no.case
exceed 50o~ of the excess 01 current C;1rn('d r0)-,'\i:I~:s over.therrunimurn royalty due in any
given year. 'I-:n'y anloyn1s9,.cred!Jed:,.slpll:b,C', Cl~\WeC!orlY-9nce, against .eamedroyalties

8.4 - LICENSEE shall provide
statement ot Ner Sales and Ihe applicabte roy;l11ll~S In accordancewithArticle6-and,arep6rt
each transaction und,?f paraQ.raph·-.10.1:,AIL S,UCll,lcports,:s~a.l.L.lJe. held in conticence.by
STANFORD. Such statements and rcpcrts Sh~111 l)t? submitted whether .ornot a payment in
excess 01 the minimum is due.
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8.5 - To 1,1ciiilale STANr:ORD,'s coutonu.u.rcc wrth.its InstuutionalParent ,t...g~,:"err.ent,

LICENSEE.1glccs to n.ake anannual'fcporl:l0_.,SJ/\NFOIiO '93Ch' M<:uGh,,1"'cs\ering its
progress dunng, the proviouscalendar ycar Iovv.udGolllr11('rci;1.!iLalion,_Such: report IT';ay be
general in nature-and st.auootinciuoe ccmp.u.v proprictaryinlounation.

8.6 --liCENSEFafsdagrec's lo macc 3. \"';(ltlCn'leporl'to,STJ\NFORD \Yithinnir,ely(90) days'
after the oate-otterrninaton oftil is License ,Au!ccrilcnl.sl'-lting'ih suchrcpontns royalty
payable hereunder which was' no! p'rcviollsIY-10porlcd-lo SFANFORD. UCE:NSEE shan also
continue to rnaxeanouatrepcrts pursuam to l!ll~ provisions of !I1is,Articie'B cover.nq N8t Sales
and the 3ppliciblc royalties In accordance ,,,'i{h Article G received tor sale of 'Ucensed
Products atter teimmationot this License Agr(~cn1er1t. until suchtime 3s·a'JI such sates shall
have termid3t8d; Concurrent with the submittal 01 (~3cJ1''POS: .!i..;I:nir,alioiYieport, LICENSEE
shall pay STANFORD allapplicable royattres.

9. RECORDS

9. 1.~ LICENSEE shall keep complete. tr~e.1rid accuratobooksot account and records for
the purpose of shbwing"lhe" derivation bf,:,jJl amountspayabte: to STANFORD, under'this
License Agr'i:~eri1ent_:"Saidbooks .ano records shalf bekeptat LICENSEFsprincipal place :of
business for 'at'leastthree B) yeats following 1110 end of the calendar year towhich 'theypertain
and shall beopenat'aureasonable'tirnes Iorinspection by arepresentative of STANFORD for
the purpose otvenfyinq L1CEN'SEE's royalty st.itcmcnts bfUCENSEE'scomplianCe-in other
respects lo'thisbcellse-Agree;menLThisrepri]s811I.1tive is obliged to treatas contideniiar an
relevant matters a'ndshould beacceptabie ,by LICENSEE. LICENSEE may 'specify that this
representattvebean mdepeoderu Certified Pu blic Accoumam .'

10"OTHER TRANSFERS OF LICENSED PROD,UCTS

10.' ~ It:''i~,>,~,ntjci'Pal:~~,~hat~IC~NSE~- :may, suppIY:,Lic,i:Hlsed '~rdd~ctsto 8:n '/jHi{(i3teJas
defined in ~arag raph?:~O)'or-toanolher'licensee ?"STANFGRq, forfu~herpr~'ces~i~gand/or
sale by Ih8_Affil(3re'or othElrlicen"se~~n(j~~ Uc~nsedPatf1ntRighrs., NO,'earn~droYCilty shall be
payable by LICENSEE'Y;/ith respech?;',S~Ch Licensec!F'-,oducts, s O'l~ngastheAffiliateor

second licensee shall be obligated ropay STANFORD royatty under Lieen'sed Patent Rights
on its use Orsales thereof. However, reports malic by LICENSEE as provided in paragraph 8.4
shall list each such transaction as a non·roY.3!tyl~e:fl,ring sate an,dicJentify such Affiliate or other
iicensee.

10.2 -Iranearn~,d ro~'al,ty'(X~yme~th,as beenmade 1?'STANFORO'IC?r~LiC:e~sed,:Prod/)~,t
used by UCENSEElo make"anotherLicensed Product;' that payment may be deducted-by
LICENSEE from the earned royalty-payment lor suchresu!l,ng,LJcens'edProduct.

11. TERM AND TERMINATION

11.1 - The term olthls,Agrcementsh3-11 extend ,from 1he<lbovc tffectivedate until expiration"
of the last toexp.re.of Lcensec Patent Rights.

11.2 - tJpQn\'3n/breach of; or def3.ultuilder,'this LlccllseAgreernEm{"byUCENSEE,
STANFORD may terrrunale this License Agreement by ninety (90) days written notice-to

period cure.scchoerecror.detautt.

11 3 - L1CEN::;EE'shall h3vetherigllrflJ't.ermirl,1tc'ttlis,,~g'rcementat Ei~y'timeupon ninety
(90) days writtennotice 10 STANFORD ' ,
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'12,:'ASSIGNABIUTY

12.1 - 'T!ll,S:/\D"'cc~ n'cniSh3I1,I:i;otb9,=,S,~1~11\('d {~XCS~PI, (1'1);11,1; IhJ,?d~·aric:e,.~rittenC,()(\5,int6r
STI\NFORD, or (b) :l~rartO!3~~,leqr)r ;1,ns,Jl~lqls,UIJ~~l:II1l1:1\ly the'ef\iir~ business Of..uC~~SE,E
relating 10 cpc;:~tiOl~S i;ursuJnt, 10 this license. ' .

13.NEGATfO:iOF'WARRAI'4TIES At!D ti;;iJ6.~:;!rrY'

13.1 --' NGlhing'in.i!.?i's;~grq,(}rnl}ntS!;:II;rp?',Cpn~lnj('d3,~::",;",' >,'.

(3) a w3rr;:;.nly or roprcscntauon I)y ST/\NI:Ol'iO 3S \0 the validity or scopeot any
Licensed Ptitent Rights; or :'.>

(b) a warranty or rcprescntanon t1'.31 :1Jiyttl1llg 111;1\1c, used. sold or otherwise d:spC:~~d of
under J.IlY license q-cnted in tlus Aqrocmentrs or will be free from infringement of p.i.onts
of third parties, or
(c) an obliqanon to bring or prosecute actions or suits aqainst third partie? fo; infringe
ment; or
(d) conlerrinq the right to use in advertising, publicity or otherwise any trademark, trade
name, or names, or any contract-en. abbreviation, simulation or adaptation thereof. of

STANFORD: or ):,<,: :,')' ,

(e) conlerrinq by implication, estoppel or otherwise anylice?s,e?(~igtll:S:LJnder any
patents of STANFORD other tnan Licensed Patent Rights, ,~~g9:~?1.~sS'-?J:\Yb~ther such
patents' are dominaru or soborcnrorc to Ucense,d patentBif)lJl~Jt).9Vy~IJ~f,:§f.~~~()~l?I~
not aware of any STANFORD patent or application dominant to Licensed kateflt Rights);
or ,
(f) an obliqat.on to furnish any know-how not provided in Licens,edPafent{fig!Jts.

13.2 - STANFORD makes no representations other than those specified in Article 1.
STANFORD MAKES NO EXPRESS OR IMPLIED WARRANTIES OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE,

,13.3-LlCENSEE shall defend, indemnify and nero STANFORD harmless from and against
all liability, demands. damages, expenses and losses for death, personal injury, luness or
property damage ("claims and damages") arising:(~)0~t,8Lth~u,se;.RyLl:qE~~EE,:of,,~ny.

method under Licensed Patent Rights, or (b) out or any use, sale or other 'disposition of
Licensed Products by LICENSEE or .its transferees. As used in this Section, "STANFORD"
includes its trustees, officers, agents and employees, and "UCENSEE" includes its Affiliates-
described in paragraph 2.10. LICENSEE acknowledges that the technology licensed hereby"
is experimental and agrees to take all reasonable precautions to prevent death, personal
injury, illness and property damage.

14, GENERAL

14.1 - Neither party may waive or release any of its rights or interests in this Agreement
except in wrillng. Failure to assert any right arising from this Agreement shall not be deerned or
construed to be a waiver of such right.

14.2 - This License Agreement constuutcs the entire agreement 'betweentheparties
relating to the subject matter thereof, and 311 pnor negotiations, representations, agreements

§D<:J.understandinqs are m~rg~d into;e~II~~u,IS~~~?Y. '~~~:Orn~,letel~ expressed-by it
14.3 - This Agreemenl and its effects are subject to and shall be construed and entorced In:

accordance with the laws of the Slate 01 Caluonua.

14.4 - AllY dispute or controversy 31islllg out of or relating 10this.Ljcel1~~Agre~rnent. lIS
construction or its actual or alleged breach, shall be finally decided by arbitration conducted

7
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--------- -------------------,--

STANFORD: Office of Technology Licensing
Encina Hall 105
'StanrOrc1lJ~ivers,i,tY
Stanford, CA 94305

U.S.A. -

L1CEN.SEE:

Attentron: Director

in S3n Fmncisco. Cnlitotnia. by and in i1CC01Cbncc with theUcens.nq Agrcernent Arburet.on
Rules of !hel\rJlCJic~ln Arbilfi3:tion:ll,s:s?ci01lion., JtJdamc.ntupon tbeaward renoerod rnaybe
entered in,the,hig\lGSI,court ()rforurl1!,~lale';or Ipicf;1.I"havingju(isyiclICln: pro\idecj. however,
that the provisions of this Article 14 shall rial apply 10decision oJ,Ih,e.validitY,oLpatent claims or
to any dispute or controversy as 10which any lu-;;lly or law prohibits such arb.;ralion.

14.5 - All notices required or permitted 10be lJivcn by the terms of this t....grcement shall be
given by prepaid reqisieredor certified ';IllJ.il prupcr!Y:3dtjressed,10 .the::qther:party' at the
address desicnatod below or to such othcraddIL~ssas~11,Jy!t:e.cj.e2ign~iled,i9 v;ritingJ~ys,uCh

other party ano'.s~,311 be eitocttve as oi tno care orHll~'pcslfm~rkpisuchrna.i! notice.

Attention:

This Agree.nleflf~seff,~i::tive ,as of .oecemb,r:!r?,19l30.

LICENSEE

Title

By

Date _

THE BOARD OF TRUSTEES OF THE
LELAND STANFORD UNIVER.SITY

By
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corpor.uion bavinq a principal placec! busmess

Cahtcrnia (STANFORD). and

a

agree as follows:

1

JUNIOR UNIVERSITY.. '<1 body h3vulgcorpOra!c pow0rs:underlll'elaws of 'theS:afe 'of

EHeelive as of J~nuary 1. 1982. THE BON1D OFmusrEES OFTHELElJI.ND STANFORD

1. BACKGROUND

1,1 - In the course off,und~m:ntal;r~~,earchpr()'grams,'attheU~iversiJyofCatilcrnia.aod
5T ANFORQ. {Unive:~~iti~s}, invennons wer~ conceived jointly which Jc:;late lo,,~ng,irl~efing

bioloq icallyfunctipnal replicons ~o.sse~singdesired qenetic pr-?8erli~s-pf,garC::Jl\ .DNA mole
cules. These research programs were supported by tile National Scier1~e FOl,l~9~lion, I,he
American Cancer Society, and the Nalional,'lrlstilutqsofHealtjlQIthe;pepartfllent<;>J;~e<3.J.th,

Education ,and.~effi3re, r(?W Health andHun~3n,Scrvi~~s (HHS). T~~sEf: agencH~s~r,ld the
,~n iv~r,sitie~?,greed "ttl~~" ,1~,~i~i~U~~tual property r:gl1Is,'resultinq from these in~e'ntions ,(~n~
Iic"E~nsed thr'?0"gh'~hiSAg(,e~ernenn."':'t:>u"ldG~ acjmi[lisl:sedpur~uaqtCillclsubject to tneterrnsot
STANFORD's,lnSliILJti<:Hlal,pat7nt:tW,eerT1~nt(IPA)"I\IlthHHS.:.:",,: .., .;" .•... ':,,,, ',., >' ..•.. , .

1.2 - T~e,~nivefsities hayea9re~,dthat Stanr()r~wiHman,,~Qe theSeCl,lring?f patent{lght~':
and hcansinqin thepubfic interest. and lhatany~eti~p()rne ,arising,theref~on; 'tJillbe·~r.ared

between the Universities, and d:e_signate?IObe used f?f e~qcatipr.ala~d r,es~~~:~h p~rposes.

1.3 - By;2Ssignmt3ntoftheinventiof)~ [rcrn lheinven:to~s, ST~~~()RD is th~ owner of certain.
U,S. patentri9hls, •.and desires.to gr~~tlicensesun,d~r!hOS~Ji9Dlslei licebsees, for oevelop
ment of pro.du.ct,s,,4IJd processes l()rpublicus:e3nd~enefit.

1.4 - L1CENS~E,dcsire~tode,:,eiop,proc,esscs' andmethods and rnerketaore products lor
public use and,benefiLlJY,using l..~cens~dP~lerltf;ig·lltS. and It W1HloIIOw,gooq:safety practices
in such ceveloorrient "i\Iork.

2. DEFINITIONS

2.1 - Licensed Patent:RightsmeansU.S.p3il2!1tNo.A.:237;224,issued December Z. 1980:
and pending US. Patent .ApplicauonSerial No,,959,288.fiied,~pvemb-er.S.:,197R and .any
divisions, contHl,uations;:andcontinu.]tions~in-partbasedtnereon, and any.patents.which n1(3.y

2.2 - Unimete. ConSumermeans' that person or entitywhoseuse.ot theprcduct resutts !n its
destruction 0'(tossotact ivity and lor lossolvalue.

2.3 - Ucense~d 'Prodi.Jct(s} means male rials (InCiudir'lg '6'rgimisms)'which:'iri the couraeot
manufacture. use, Orsale would, in the absence of this license. infringe one or more claims of



Licensed P<itentnights wluch have not been 110111 IflV:llu1 by a court from v.hich nc:appea: may
be taken,

Four categories of Licensed Products oro dC'SI(Jnalt~d

End Products (PJf3<)raph 2.4)
Basic Genetic Products (Paraqraph 2.5)
Process improvement Products {paragr.3ph:2 6)
Bulk Products (Paragraph 2.7)

2.4 --- End Productsrneans marketable goodsh;lVIIlU .u least one compqnem coming wlttlln
Licensed Products, or produced by a Licensed Product, wlucf goods are sold In a. form lor
utilization by the Ultimate Consumer, and arc not 1l1Il~ll{h;-li Ofmarketed for fUrir,er Iormulat.on.
processing. or chern.cartr.aostormanon 1I1i..suatrvc End Products include:

(a) he~lth c~re, orococrs. .soto for, pJ!iCnt, C,1IC',lr1d use or oispcosanoo by mec.cal
protess.onats (for example. dosage forms of hormones. vacc.nes, and biosyothes.zed
cruqs: f!lfT1,s.Iibcrs or dressings: and reagents or devices used for diagnostic purposes.
incorporatmg biochemical agents such as antibodies. enzymes, specific binding pro
teins or polysaccharides):
(b) products sold in a form ready for' applicauon 10 seeds; for addition to feed orcrop
treating agents. for administration to animals or for treatment of cells being cultured in
order to improve agriculture. animal production, fo~.estry.or landscaping (such as Iertiliz
ers. vaccineaano nuroqen fixingQr pesncidat m,icroqr9,anisrns):
(c) rniCIO?rganisms and/or th~ir produ<:ls:wI1ich:~resyil".bl.efor useas ar1ff1!:a(o,. human
food . .r0rd~~~adin9 sub,sl~nce.~: inan qnvi,ronmert, orf(}r'.I~creasingtheJ5ro(juction,of
desireq: sUb~ia'n,<:e~ (such as,cor1c:~nl~atingn:lllcrais., ger-ierating gas or useful compost
from !0V{Y~1r:u.e, supstr0Ies):
(d) r~:~,ger1t$ f?r:r9s~~rch.,SLJCh a~qnzYrne~Orf1nr'b(l?ieS,.", :__ :'" .c

2.5 - Bas(c GereticPr()cJLJcts"meanS,materi~1~s;I~;1.v(/1fJat: leastone cOSGpohe'n~comin{;J

within Licensed Products \vhjc:;har,~ ~0Id,orusE:!cj",prlni3rily:lor !~r8~r,~rqse$$ir1,g. or$enetlc:
manipulation ano.or are neither End PiOdiJ(;ts,',Process}mprpye(T1er7J·ProC/ucts··or,Ej,ulk"PW·' '.
ducts. IJiustr<3!Iv.~.,Basic: G~f1etif Prcoucts inc:lu.(jq p/?:~rrH?s." l.lr1jp~nlJlarorganism tran~,~
formants. and nycleicCiciq "segrnents such as exprcsslonregul.~tors,~ndstructural gel1t3"
sequences. A!s(J. ,Basil?"Ge(l,E?tic Products incNde ,service:s,usl.ng',Ucr;:nsed Products and
which services are provided by 1I.C:E:(\JSE~ to customers on a contract basis.

2.6 - prec:ess Improvement Prodpc:ts'fl1~~!1srnat,eri,als:havi:n,Qat.,Ieastone c9rn8orent
corruno within Licensed Products, which are dcv¢19ped byor lor theLICSJ'-J'9EE.as9ppO~e~
to being purchased by the L~CENSEE. and are used bythe 'L1CENSEEi~.,i!SmanufCifturrng
processes ,,~o .~nl:ance propuction,etfi~iency'and"\~llere:lh~f~sul.!ing producl,is'essentially
identical to a product manufactured by the' previous process. Illustrative Process improve
ment Products Include microorganisms for procucuon of chemical intermediates. amino
acrds, or pharmaceuticals. enzymes lor chemical manufacturing: antibodies Ior separation
processes: and nltrogen.fixlng microorganisms used by an agricultural company to reduce
fertilizer consurnotion

2.7 - BulkProducts means rnatenats havtng afleastone.component'comlhQ,withln.
Licensed Products; or produced byaLicfmsed Product, Whichmaterial is intended for further
formu:atlon: i processmq orc:hemicat franslorrriationby' a 'manufacturer,formulator or· the like

an antibody-or a.horrnone sold to.a pnarmaoeuucal company, a dipeptide sold. toa
beverage company 10be used 3S a sweetener. an ammo acid sold toa beelttrcerecomoany
and a chermcal. intermecratesoldtoa cnerruca! cornpany.Jor conversion intc.funcnonat
chemicals.
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28 - --N~t S"ltJS1-)1C,111'stlie!)rOSS"s3Ie~:h)Y,llhl.~s:orf?e~ re~Gjved'~y~iCe~sGe.',w,hGther

invoicedor not: less:,~eturns;::lnd ~l1owances l1ctlJ,llly,qr:lntG,d: packing~'i~surance: freiQ~t out,
taxes or excise outicsmposod on-the ttaos.tct.on (I{-;cparalely invoiced); wholesaler dis
counts and cash discounts.

2.9 - FirstCominerciet Sale,mcar1sth,e 'irutiattr;lllsferby LICENSEEof'Uc~nse:tif'r()dLi(:tsin
exchaoqetorcasn or some equivalentto wluchvalue can be assiqned lor the purposeot
determining Net Seles.

2.10 --"":'''L1CENSEE'' is understood \0 incfude 'an of its Affiliates. All Affilijtfi dfUCENSEE
shall mean any corporation or other business entity controlled by. controlling. or under
common controrv-rm LlSENSEE: For 111is purpose. "control" means direct or ir:,c:lir,ect beneficial
ownersbipotat "I,l13Slfdty percent (59~Q),of tile V011l1g stock. or at IC2st f.ifW percent(50~~)

interest In the income of SLJcl~ COl pot auon or other I)U$1I1C55.

3. GRANT

3.1 - STAf\JF~RO ~rantsto ~ICENSEEa non-exClu~ive, non-transferable right and license
to make, have made. use and sell'Licensed Products under Ucensed Patent Rights,'

4. COMPLIANCE WITH LAWS; REGULAT.IONS AND STANDARDS

4. 1~ LICENSEE agrees lo'comply,with·3U'g'overfiniehi.:'i1 tawsancrecu'attons applicabte to
the use, production and/orsale ot UceneedPtooucts.

4.2 - With,respect·toQperations by,theLlCENSEE,in'theUnitedSl~les.:itsterritories.and..
possessions. :UCENSEE.specifical:ye,X.pre,sses.lls mtent.to :comp-'!y with the.physicaiand
biological containment standards set forth in the NIH Guidelines, Ior Besearch.Involvmq
Recombinant DNA Molecules. dated 21 November 1980. or any subsequent amended
versioo of·'HS;·:GovernmenL.gui.delines or regulatIons pertaining to such.activitiesineftect
during the term of this Aqreernent.. LICENSEE further agrees to cooperate with government
agency(ies).guthonzed 10monitor compliance with such containment standards,

.5. GOVERNMENT TERMS

5.1 - This Agreementis subject10the terms-and conditions of the HHS IP/J"with STANFORD
dated AprilS. 1972.

6. ROYALT!ES

6.1 --In cons.deratron of lhefightsgrahledhercHl. LICENSEEsha.llpay !oST~NFORO'upb'n

execution ot-tms 'ageeme'nt anaovance royaltvpavrnent of Ten Thousand Oollars{$1 0,000).
Thereafter. ··.UCENSEE' sliaU:'pay,a rrururnum-annual eovance oneamed ro)'altiesof:Ten
Thousand DiJllar:siS 10.000).onor-belorethe Iust daY,ofFeb'ruaryfor:each' calendar Y(3ar
Iol'o wing execution 01 thrs.aqreement. Said pavmcnts a.e nonrelondable exceptthat they can
be credited against earned royatues to the extent provided inpara.gcaph 6.3'-

6.2 - Allsales or use·e;x:ceptipg.sales under para-:

Government, shanbe.subjec: 'U' U'G"y

inclusive.
6.3 - Earned :rOY~11ty payments due under Article ,8. In.excess 'of the annual minimum

($10,000) may be reduced up to 50~Q In anyone year by a credit. This credit is equal to the

3
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by the LICENSEE, but may be credited per paragraph 8.3 against royatt.es payable by
LICENSE E under. the aqreernent estaonsned.byrneans of the arbitration;' U!'lW such arbitration
fees are fufly recovered.

38

. .. :3%
.2%

.... 1%

E.:;r:'edROY'3Ify,G,:lIe on
Net Sales InU S 01 End Pteducts

.1.00%

.0.75%
. .0,50%

Earned.Royalty. Rale!on
~'.' Nfi($files';nU.S6f ·Bl.1lkP'iodl.1cts

Annual Royalty Bearinq
Net Setesot BulkProdUcts

uo to ss rruuon ..
55· SiD million
over S10 million

Annual8oy~ltyt3e~nng

Net Sales of End Products
up \0 55 million
$5 - S 10 million
over S10 million ..

6.5 -liCENSEE',s,hall pay earned royaljiesIor useofUcen$edPatent mghtslo produce in
the United Slates End Products and Bulk Products for sale outside of the United Slates of 0.5%
of Net Sales of End Products and 1% of Net Sales of Bulk Products regardless ofsales volume.

6.6 - LICENSEE also sball. payearned-royalties .Ior.use 'of Licensed Patent'Rights,Jor
productionand-sate.of Licensed Products·th?t are-not Endproducts,i3SfOllows:

6.6.1 -- The earned royalty rare for Basic Genetic Products shall be lO%"ofNetSales;

6.6.2 '.'-TheearnedroyaJty rate for'Bulk ProduCts',sold 'in the U.S.'shall depend upar-dotal
royaltYbe'i3:ting.Net Sales by LICENSEE of Bulk,Pr6ducts, in: oacn calendar 'year as
specified in the Iollowmq schedule.

unr eirnbur sed cunlul;1tive sxcess ofthe,~d\i;)nce,roy311 ics paidin.accordance ',',ith pataqraph
6.1 over the tptal, of .tne. earneo royalues dUE:: und~r,paragraphs 6:4 1():6,q: .nclusive. This:
reduction 'in earned.royalty caymorus may .ccrumue S9,long ,as is,ncces~3.rylo:ful!y:arnortize
the credit.

6.4 -- h1c:;ENSEEshall p,ayearned!oyaltrc,s ,foruse ou.icensea retent Rightsfor'productlon
andsaleoLEnd,procjuctsbased of), tile tolal royalty b,eariflg"NetSClies of:End Products 'by
LICENSEE. The earned royalty rate for End Products sold in the U.S. shall depend upon the
rotal royalty :b(;~ri,ng,s'1!FS'9tEndPr()duC1~lncachcaiel:dar yearassP9c:lfied in-the :!ol.iowlng
schedule: '

6.6.3 -,--The earneo royaltyra.te,forProcess'lmprovemenl Produclsshall'beJO% of cost
savings and economic benefits enjoyed by LICENSEE.

6.6.4 - If LICENSEE can demonstrate that the royalty payments lor a product falling
under Basic Genetic Products (paragraph 66: 1).,Bulk Products (pa"3.graph 6.6.2) or
Process Improvement Products, (paragr aph.• 6.6 3)' are .qreater- than the .royalt.es that
would resurt-ttcaicurarec on tne End Product (torsaies in the U $;ano .otherterritones)
made trornor withsuchpr:oduct il may request negotiation of a lower royalty comparable
to the End Product royalty-Such neqouanon will be ininajeo -by,nct.cein writing from
LICENSEE 10 STANFORD giving' the' nature ct rnanrooocusjro.be marketed 'by,
LICENSEE and evpecteduse ot lbe.proouctts).

6.7 -I,",'~h~e:iP~a~;rt~i~e~S;'1c~a~n:~n:~o,~t~~(~~~~i~:r~~:·~~t~~~~~iS~R·~~~~~2~r:~~;tt~;?j~ii~1ir~:;ti;~:>A~lucensed
ti



6. 7.1,~.-" In, ,;Jrrjving.;'lt~' doers.on .lhe"ncDoti,110rs .;llldarbitrator{~) s,hCiH cons.dersoch
factors 35 the $11.8 Of the .• po,ien!Ii.11 market for !l1C.Licensed. Prodpcf(S) :Inyo!vecj,. the
anticipated protu m.uqin. nlcroyaJty)alCS_,k~rEndProducts, the /.Qyaltythat wouldbe
paid on tbe .End prqducls mostIikclyto bOPI,0P;11IJdIort,he U!timateCO{1sLJr~(H:fr()m,the
Licens(;dproducl(S) 'll.qUt.:S[IOri,,;]t,ld prcv3.ilingrOy,;llty rales in the industryto w~ic:;h'.the

Lic(:!J;sed,Rroducl{S) pertam.

7..LiOf) E F /\VOREO TER~.1S

7.1 -- STANFORD ii1lcnl~S that the te-rns ol;lll ]1\:cnsl.'S ull(jcrLicensed Patent-Righlsate to
be essentially sinutar [0 the te.rns 01 ttllS hcunse SrANI~Of~D wtll advise LICENSEE as to those
terms ~vt1ich 3.1 e Jill:':1 tJllt III such other license <1!JrCLJlllClllS. unless said terms ;:UP. consequent
to the operation of any provision 01 p31.:1Qraphs 6:64:~.T,.,~ln9 6.7.1, whereupon LICENSEE
may deler!~lne \A.tlelhcf such tc rll1sare~lor (;:f;:lvo'r,ibt~.l,tlan tt.IOS~ ,Qr ~ntedher~in,: UCsJ\I~E~

shall, at jt~:t:'.iectl()n. be enijt,tedupon;\'VriU,~f1 1l?\lce-to 'f:?ANF()~O}~havethlsAgree!Tlen~

amended to SU9slitule_alller~1~ 9X such rnor~' f3YOft1ble liccn~~. f~r!~tr te~rn~of ~hisFgre~rn~nt_, t

as of the d31E:'UP9n.,\"Jhichsu~~morefavora_~.telicCll~,e .~hal!.h~v.e,bec'o~.e effective. S,uCh:"
amend rnef1\Sh~l:t:-as ~.o;loyattr,:apply o,nIXl~ p:r?s:pecti~~ royat~,i~s.

7.2 - (7: the;ev,erlt:,L,ICE'~?~5 ,Ch:()OS~s,. t?:e~e{c.is~ ,it~.OPtiPf1-,und:~~.paragrapH'7· {
LICE NSE~Cigrees_ U13t'it stl~tla.tsoacCePI}nd- beboundby ttle,same termsand c:ooditions,for
the benefitpl, STAN,F;ORD asthose ,which are a p~rl()f or'~tlatl:ar.cof1)pany SUcn'pthe,rt,iGens~
granted by'STANFQRD to a'uurd party, L1CENSEEfur1h~r'agrt?esthat,i.ndeferminingwh.et~~r
the royalty rate {or a particular product or process accorded the third party licensee is more
tavorabte, STANFORD may assign a reasonable value to any patent rights or other considera
tion It nas or wilt receive in return for the grant of such ott-or license.

7.3 ~ STANFORD h3S entered intoonecther torru o' li'ccr:lseagri2err1erirforLicensed Patent
Rights· which W'3S .ettectrve. December2.:J 980; This,Artl~ie' ldoes not app Iywith 'respect.to
these otherticense agreements.

8. PAYMENTS ANDREPORTS

8.1 - LICENSEE agrees 10 nOllfy STANFORD prOrnptl!irrwriling,ofthe date of the First
Commercial Sale of a Licensed Product and date 01 rusttransaction under paragraph 10.1.

8.2 ~ BE;ginnlng with~3teoffirs{G?n1mercial.Sale,H?yatties fromLtCE,t'-J~EE ~~reu~cjef

(less the cre9ils anoweo t)YI?3~,?araphs6.3,<3~d.6:t~ncj ross th_e_n;1in.imurnannu~l royaltypald
In advance for that catendaryear)shaU be paid 10STANFORD within ninety (90) days after the'
close of each subsequent calendar quarter.

8.3 - Tota! credits alto......-abte by operation of parag1aphs 6.3 and 6.7 shall in no case
exceed 50~o of Ole excess of current earned rOY31!1l3s over the minimum royalty due in any
given year. Any amount so credited shatlbect'cl1lted'o'nly'once:against earned royalties
payable hereunder.

8.4 - LICENSEE shall provide with each earned loyalty payment of paragraph '8.2.-a
stalement olNet Sales..3.nd tbe.appticableroyaltiesm accontancewithArticteSand a report of

statements.and .reports snatl be subrruued: Wh;~e~t;;he~.r'~.',1.~Q.,r i~~f;'J~;;~;~~~;i ~'X
excess of the minimum is due.

8.5 - To ··facilila,teSTANFo.RD~s'confo{ma.nce, WIth. ItS•. lnstitutionalPatentAqreernent.
LICENSEE agrees 10 make an annual report to STANFORD e£lch,,:March:',1 :covering.., its

5
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progress duriilgthe previous carcnoar-vcar toward commerciaiization. 'Sllch:re!)ort may be
general in'natu'n~and shan not Inctudecompany proprietary iritcrrnatiori'

8.6 - LlCENSEE,~Jso ~tFe~S iC'l:~';lk.e,:01Wrll1enIepoit.'o STA~F: ')RD wi'tll,lllnin_e~Y(90idays
after the ~31,€ ot terrnirl:-i!lon oruus License Aglcement. ,'st2tlng,' in, such report 'the,~oyalty
payable hereunder which was not previously' reported to STANFORD: LICE:-.JSEEshq.U, also
continue \0 make annual reports pursuant to tile provisions of this Article 8cGvering Net Sales
and the applicable royalt.es in accordance With Article 6 received lor sale of Licensed
Products alter termination of this LrcenscAgl;c~ln~rlh U~!ilSu~hli~eas all such sales shall
have termroated. Concurrent with the submuiatot each ocst-terrrunanon report, LICENSEE
shall pay STANFORO·allappliC3bIG royalties.

9. RECORDS

9',1 - UC:~N?~E f)h,~I,Lkeep cpmprete,)rLJe,an,d~c;c'urat,f$., books otaccournanc recordsfor
the purpo$~:;()f::,,?,hg»,ing: th~.; d~{iYC11io.npf ..an.· an1ou,nts .:payaple:Jo~T,f\NFORD"l1nder tbis
License Ag,r,eE:.me,nL.$ai0 9'or)ksandr.~cords shaltbe.keptat UCE·NSES·.?o'principal:.pl~ce()f
business for at least three (3) years follq\"ing,th~enctor ih~. calendar ,year tf?Whic;h:tt"jE!Y pertain
and shall be op~~ at all.reasol1Clblelime~ for inspec;i9nbya, repreS€!)latiye.of STANFORD tor
the purpose.or verifyi l1f; L!c;~NSEFs. royalty.s,la"t~rTle;nts: or ..~IC::SNSEE' s:~8,mp'i2r1c:ei-n: oth~'r
respects to~th,l~'Lic~n?,e i\gre~fT1ent>Thi.?lepresent?ti\ie is obliged' to tr'?~t<3scprifid~pliCli· ~n
relevant mCl'.'W~},ncl~hourd~€at:~f2Ptab~(?byl..,IC::EN$~E. LJCE~,St:,~t:J1<:iy.specily lhat"thrs';:'"
represeruative be an,in(j~perldenIC;;;~rtrficd Public Accountant. .

10. OTClE.RTRANSFERS OF~ICENSEDPHODUCTS

10.1 - It.is anncipateo .thatUCENSEE'may'supply Uoeosecterooucts.io eoAtmtete (as
defin'ed in paragraph 2. 10) or to another licensee of STANFORD for furtber processinq 'and/or
sale by the Attntete or other licensee under Ucensed Patent Rights. No earned royally shall be
payable by liCENSEE with respect to such Licensed Products, so long as the Affiliate or
second licensee shall be obligated (0 paySTANFQRp/oya,ltyund,er Uc~nsedPatent Rights
on its use or.sales.tnereot..However, reports fT13debyLIC;E.NSEEas provided.inparaqraph ga
shallllst each such transactionas ;;1, n<;m-'rpyalfy, beannq sate and i~enliJy s,uFh/"tfiJiateor,other
licensee." ""':',""""'" '", ., '

10.2 - lf.anearned royalty.payment has beenmadeto STAt:-JFOR[).tor.a Lit:;,e'!$eq Proquet
used by LIC;EN~EE to .. make another tlcensed.Product.. that payment:r;nay.be deducted.by
LICENSEE from the earned royalty payment for such resultingUce.ns~,dProduct.

11.TERM AND TERMINATiON

11.1 ..:- The term of ttus Aqreement shall extend from the above effective date until exp.rat.on
of the last to expire oi t.censea Patent Rights.

11.2 - breach ,al,"'Or":defaul! under.uhis UcenseAqreernent by LICENSEE, .

6
372



12. ASSIGNAGILITY

12.1 - This I\grcemcnt St131l not be assigned except (:,,) with the advance wntten consent of
STANFORD. or (b) as part of 3 sate or transtcr of SLJL)~;LlI1l;,ll1y the entire business of LICENSEE
relatinq 10operations pursuant 10 this license.

·1'3-.:NEGATn~)N-6F.WARRA~hIESA~~O-[\~pEr.~r·JrfY
, 3.1 - NOlhlng,'n.lhi,~Ag.r,,;e!nelll.s!12!1,be,cQ~1strvcd<1s ..

(a) a warr3nty:or:'J(;prcscr~tat"onbySrA''NFOR9"as t9',tl.I~:'yalidjty:orscopeQf any
Licensed Patent RigfjlS;" or
(b) a wanantyor rgprc:st?ntal.,onlhal anyiilillgn:;Jt1c: .u:>,e~, soic or o,tr.grwisedtsPQ~e(j, of
under allyl icense 9 r3:pt,S!dill' U~isAg reen-enuso. wl!1~19Jr 8,~ frcm-in!r ii!gernentof patents
of third parties; or
(c) an obligation to,bnnqor prosecut~:aClI0rls:or$ljlts3g3Instthird:parties for infringe
rnent: or
(d) conferring the right to use in adveitisinq. publicity Orothorwise any nadernark.Jrede".
name, or names, or any contraction, abbreviation, s.mutation or adaptation thereof, of
STANFORD: er
(e) conferring by implication, estoppel or otherwise any license or rights, under any
patents of STANFORD other than Licensed Patent Rights, regardless of whether such
patents are dominant or subordinate to Licensed Parent Rights (however, STANFORD IS
not aware of any STANFQRD paten! or application dominant to Licensed Paten.tRigh.ts);
or
(f) an obligation 10 furnish any knOW-hOW not provided in Liten,sf!:?iJ~trf1t0·'Bh~S.

13.2 - STANFORD makes no representations other than those, specified inArticle 1.
STANFORD MAKES NO EXPRESS OR IMPLIED WARRANTIES OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE.

13:3 --,--UCENSEEshall defend, Indemnify and hold STANFORD t:}gr.rTlI~$s)riJlJIClnd against
all liability. demands. damages. expenses and losses far death, personal injury. ili'ness or
property damage Cclaims and damages") arisinq (a) out of the use by UCENSEE of any
method under Licensed Patent Rights,or (b) out of any use. sate or other disposition of
Licensed Products by LICENSEE or its trenstereeaAs. used in this-Sectioni'~S-JANFORO·'
Includes its trustees, officers. aqents and employees, and "LICENSEE"' includes its Affiliates
described in paragraph 2.10. LICENSEE acknowledges that the technology licensed hereby
is experimental and agrees to take all reasonable precautions to prevent death, personal
Injury. illness and property damage.

14. GENERAL

14.1 -- Neither party rnav waive or release any of Its flghls or interests in this Agreement
except in wntmq. Failure to assert any nqtu ansing from ttllS Agreement shall not be deemed or
construed 10 be a \',3IV8r of such flQht.

14.2 - This License Agreement constitutes the entire agreement, between the. parties ": .
relating to the subject mailer thereof, and all prior negotla\lons.·repres~ntatiol1s;agreeme:nts

and understandings are merged into. extmquished by. and compietely expressed by it.

14.3~ This Agreementand usejlccts are subject toand snall be construed and enforced in
accordance With the laws of the State of California.

14.4",.,...Anydispute,or cQntrqYE!fs:Y<3.rl~if}g,(Jutaf this ,License Aoreernent
construction or its actual or alleged breach. shall be

7
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In San FI anCI$CO. Cnhlomra. by: and. in..aCC?fd-,?n(;c with lh~ hic_~n~r~g_~gwef)lenfArbur atton
Rules of the Amoncan Arbitration Association. Judgment upon the award rendered may be
entered in the highes! court or forum. state or federaChaving jurisdictiOn:proiilded, however.
tnat the provisionsotuus Arlicle-14 shall no! applyto decision anhe validityofpafenlclaims Of'

10any dispute or controversy as to which any treaty or law prohibits such arbruaticn.

14.5 -~ AU-notices required orpenrunectobe givenby the terms of this Ag-reelnentshall be'
given by pOrep'aid :register'ed' crcet.tico men 'ptopcrlyaddrcsscdtcthe-cther 'party 'at' the
address des.qnated below or to such otber address 3Smay be designated in writin'g'by'such
other party and Sh311 be effective as'ortneoare 01tile postmark cfsuch maifriotice

4-2

-------- ------------ _.=-'--'--------

Attention: Director

STANFORD: Office of Technology Licensing
~,ncinaHa/.l105_:
Slanfprd Universi,ty
Stanford, CA94305
U.S.A.

Attention:

LiCENSEE:

8

This Aqreernentiseffectlve as of-the date- first-qiveh above.

By __

Date

Title _

LICENSEE

By ..

Title

THE 60,~RD OF TRUSTEES OF THE
LELAND STANFORD JUNIOR UNIVERSITY

Dale
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Licensed Product Classification ~ Royalties'

~
~.

M

Gene-$pllcing Licons
Sllpple~elltal tlateria

3%
27
1%

SUl~IARY SHEET

LIcensed Product Category

• amino ac Id rso Id-Ln
bulJt,'to a: health
care <fLrm

• chemfcal "'irii:ernled'
in'tes' pr~duced .by
rnicr~organi6ms and
ao l.d>10 bulk

• antibpdy'or ho rmoue
ao Ldito pharmac~ut:i

cal:compa,ny'.:

I ,...,1 .

nul~" I Bas Lc Genetic I: Pro,i::.e,ss:::cJmprny,C'ment
Products I Products r' Peoduc t.a-.

A mat'erial, ~rf~ended I ~)roduct8 which arc Product.s deve~oped
for fur;ther,' formljIa..,. "i:;old, for ftJ."rther ,I andcus~~ by-Lfc ens e e-
t Lon , processing or 'proceselng.-or genetic I 10 Its -mnuufac t ur Lug
chemical t r.ans fo rma-r I manipulation and/or 1 pru'~eSS(!B to enhance
tion I lire uef ther end, I prf)'ductrlon ef Ffc Leuc'y

I bulk, or process 1 I
I improvement products I I
I • plasmid I • epz,YII1C.>S o-r ant i;.. I
1 I' bodLea fo'r chemt'- I
I • unicellular organism I c'"L:monufnc't'lIrlng I
I transformante I _ I

• di~p:tid~: sold .to I ,I • 1T\:-icf~l~q~lll:dslns [or,' ,
beverage :,:CI;)~pany as I. nucleic ac;f.d,'eeg- I P~O:dlJcti(ln: of pl)ut:'!,1
sweetener' mente I neceuttc eIs o r I

1 chemtcnLs : ,
I I
I • nJtrPRcn-fixing __ I
I rnicr90rgariisms usedl
I byn~ric\llttlral I
I c~m~~ny t9 reduce I

,I I~ fertd Lf ee r consump-r l
I. I t Ioru I
I I I
, ,. 1

1 I I
I I I
I I , 1
I 10% I 10% of, cost savLngs I
1 10% 1 and econoni c bencft t I
I 10% I· I
I I I

1.007
0.75%
0.50%

• indus:rial process
enzymes

• final dosage--- form
pha rmaceut Lce Is

End
-Prod':.1cts

Coods sold in a form
fo r utilization by
the Ultimate Consumer

•• anImal vaccines

• microorganisms Msed
fo r-t
-animal or human

food ,
- bfodeg r adat.Lon
- mdne rak }eachi'pg

~
'"
~
H

!@

"'P<
P<.. II

II
I II
I <II
I II
I II
I r Lef II
I De cription II
I II
I II
I .11
I II
I II
I II
I II
I II
I . II
I II
I II
I II
I Examp l as II
I II
I II
I II
I II
i II

'I II
I II
I Ea rned Royalty II
I Rates I'
I II
I Net Sales Volume II
I upt0$5mUlio"ll II
I $5-$10 mil lion II
lover $10 mUllan I I
I II

8/81



APPENDIX G ~
Gene-Splicing License
SuppLemente L Hster t aj.

MICROORGANISMS (TRANSFOlU1ANTS)

EXAMPLES OF PRODUCT CATEGORIES

o Hicroorgariisms sold to': bf odeg r ade o rga nf,c ca s'tes or 'petroleum
by- pt-oduc ts •

o N,1rcoor'g'ariiS)ns sold f6r"the'\puqJos,e':of '!e~ch~l1g .mi nera Ls from lO~T

g'rade 'ore s ;

, C

o Single-c_ell 'pr ot e Ln sold in a fortn su.Lt abI'e for animal or
hpman cdnsumption.

Microorganisms which are sold in large quantities
es sent Lal Ly i,n a fo rm fO,r cons ump t Lon 9t"".uS!E:._

Microor,ganisms sold to enhance oil r-ec ove ry ,Example 5: 0;:

End Products:

Basic Genetic Products: jttc roorga nfsms sold';:in- sr.tall.:~Ell~;i1ti~ies:~f~r further
proP'agatiori'::~n.~/or genetic eng t nee r mg wo_~k.

E~amp:t,es: 0 Hicro'orga.nism deve I oped. by'? Licensee gnd' shld"t,o ~pharmaceu";;';

t fc a l c,(jmpa,;1Y" for use 'fn .an t Lb fo cdc prcduc t Lon.i

~1~croorg?'Jli'sm,~d,¢.velope:di 'Qya Licensee and; so ld;;,:to a chemical
c'i)mpanyto be used in ;the' pr-oduc tLon of: cb emice'I "Ln t e rmedf a t e s ,

0' Nfc r oo rg a.nf sm having .nt t r oge n fixing capahilities wh.Ic h.vds...so Ld
by' a Licensee to agricultural seed company for combination
'",ith se ed,

~11: c9mpany: ?P~ used to enhance

a cbemfce.L

H~c:r:oorga"nisms-deve Loped by a Licensee and loise'd
by 'L'icensee', in:'its manufacturing processes to
.e'nhance pr oduc tfcn ef f LcLency for an existing
produc t ,

r oor-gant sn developed by:? pharmaceutical company to Lnc r ea se
cine '0£ its antLbLo t Lc fermentation proceeses ,'

Hf c r oor-gand sm developed' by a mining company and us ed to con
low gr ad e core

oil

o

o

o

Process Improvement: Pro'ducts:

Examples: 0

ACB:lV 8/81
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Gene-Splicing License
Supplemental Material

CENILFRAGMENT· EXAlJPLE

Product
Category Roy~

Company A produces new hormone End
u,sing: ,?rgani,sm, f o rmul.a t es
'hormon-e -fi,eo' f LnaL dosage form)
and rnarke't g'"

Company A produces new hormone
us Lng organism and sells in bulk
to Company n who formulates it
into final dosage form

Company A uses organism to im
prove its production process for
an existing product

Company A sells organism to
Company n

Bulk

Process
Improvement

Basic
Cene t Lc

1.01.*

10i. of cost saving
and economic benefit

10% ***

[.nO~.h .i n.g.., f,ro.ffi..J':
.compa!1Y,' B· ,', :

Company A

Genetic engineering
company develops a
gene fragment which
regulates expression

Compan)/!:A" s'ells 'expr ees Lon regu-
____ til'to't 'to"tompn'ny'nwho inserts

it into an organism

Basic
Cenetic

10% from Company A ***

[

COffi Pa nY B..v i l I owe J
ro:/a'l't'1e:s'" on as
subsequent sale and/
or use of organism**

~
paid by Company A
expression regul~tor

8/81

credit the royalty
to the sale of the

**Company B may
corre,l)ipondi ng

B may pay royalties based on its use an3 sale
in which case Company A would have no royalty obl Jgattori,

***Alternatively Company
of Licensed Products,

*assumes $10 rl. In sales or greater

w
::3'
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-Ge-rie~Sp1icing License
Supplemental Ha t e rdaI

PHARHACIWTICAL EXAl1PLE

Company f:..

Fa rmul.ar e ':hormon;'e' '1 rit;o
final;do~;ag:e "fo rm ph~r"':'

maceutical and sell

Sells hormone In bulk
to pharmaceutical
Company B

Company A sells organism
to Company B for $X and/or
a r oya i i'y en "Campany B' s
res:ti'1t~ng' ~ate;s -

was sume s $10 ~1. in sales or gt-e at e r

Product
Category

End

Bulk

Basic
Gen~tic

0.5%*

1.0%* **
;'[..n.O~,.h_l.. n.....8 , from.]:Company -B ,:.

',.'.'.:

10% of total pay~

ments received by
Company A **

[.
no.. t.h.lng from]
GOillpany B

8/81 c5;
* • Ler_naL;lVel.Y:,Co~pany'!B may pay royalties based on its u se

Licensed P'roduc t s , 1n which case Company-A would
obligation.



'Product: resulting froin enzyme 'End
process sold to ultimate consumer

w
~
~

Develops
organism

. produces an enzyme
,useful 1n a
facturing process

ROCESS E~iYlrf. EXAfrl'LE------

'p~' duci:i~m process for existing
pr duct changed over to enzyme
pr9cess resulting in cost
~~viI1gs

Product resulting from enzyme
process sold in bulk to Company B
for further processing

,El).z:y~ sold in bulk to Company B
~9:r:.U e i.n its;~~n!JEilctu~ing
pr cce s

Company A incorporates enzyme
in a product which it sells)
e.g., pollution control device

*assumes $10 N. in sales or greater

Product
Category

Process
Improvement

Bulk

End

End

Ce~~JSplicing Licens~
-Supplemental Naterr:f:l:!~

Royalty

10% of cost saving
and economic benefit

0';5%*

1 .0%*

[
no t hi ng from]
Company B

0.5 *

[. no~ ~fl~ from.J
S0m, an~ B .

•5%'

~
8/81
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Gene-Splicing Licens
Supplemental Materia

COIRlODI'IT CHEMICAL EXAMPLE

Chemical company
develops organism
which efficiently
conve r t s ea rbohy-'

,drates into
g Lyco 1

",,0 x:-o'b
c. .,<-

"$",
Any, and (}11 ethylene glycol
pro4uc~ by ,C~~paBY: A ~sing
this pr cess .'

<'; ,; .•

Company A uses ethylene glycol to
make automobile antifreeze which
it sells

Company A~eils buikethyiene
glycol to Company B for conver
sion,into solvents and plasti
ciz~rs

Compariy A sells organism to
Company B for $X and/or a
royalty on Company B'g

resulting sales

Product
Category

Process
Improvement

End

Bulk

Basic
nene ttc

~aity

lO~ 8tS9s~ ssvt.ng
ahd', e'conomicb.enefit

{" ,'"., ,.,

0.5%*

1 .0%"
[

n o t h i ng from)
Company B

lof';'of' tot~( pay:":"
me,l1ts",rF.c:ei ved by
Company A **

[
no t hi ng from]·
Company B

*assumes $1'O't1:':::in::sales' or:greater

** Alternatively Company B may pay royalties based on its use
and sale of Licensed Products, in which case Company A' J8uld
have no royalty obligation.

8/81
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Gene-Splicing License
Supplemental Ha t e r La I

AGRICULTURE EXAMPLE

Comp'any,'.A'. s~l :~s ., smafl :::"q~a~t i t Y
.of,~i'fgene' to Company ,R whr ch
,inc.or,poru'tes' the ge~e:illtO a
:secdwhich it mass' produce s-r-
Company Areceiyes$X:andlor a
raYdlty'on Co~pany B'sresu1ting
sales

Company A

Integrated agri
culture company
develops gene
which codes for
nitrogen fixation
(nif gene)

Company A incor
porates nif gene
into microorganism

C'qm'pa ny:,:A-.s~11s »se ed te<':f arme r s

Coin'pany:'.A uses seeds Lt seLf
and sells the'.:result-i.n.g, crops

Ccmp.arry ,Ase1Is o r gan Lsm Ln la rge
qua~t·.i,t~e~ asa -rerc ti.ree e sub
s.~(tute '

Cqmpiny':'A' scl).i:,o,tga,nis:m 'to

C;?mpatly::'B w\llch:r.ep~r)at.e~ .. it
a'nd', sells.. asfert:iUze r, subs titute

Product
Category

End

Process
Irip r ovement;

Basic
Cene t Lc

End

Basic
Genetic

B-0yal ty

o.5%ic

10% of cast saving
and economic benefit

10% of total pay
ments received by
OompanyA **

!CompanyB will owe J
r oya Lt Les or its
subs equent; sale
and/or use of seed*"

0.57.*

10% of ;tot 1. pay
ments t-ec e ved by
Company, A *

[
n o t h i ng::.,c-:f. r 1ll.1.,

CompanyB ':-j

w
~.

e aas urnc s .si.o M.< Ln rsa Le.s o rog r ea t e r
:"', .--,

** 'Arte,rnat,~~,'e:ly.Co~p.any ,B:~aYpay:.~oyalties based on its use
'and'$a1:c,:,of .Lfc eriaed Pro,d'u<::ts, in whdc h case Company A would
havf7.' na:./t;oyal ty,_.o bl Lgnt; ton.

***Company B. m,ay credf.t ',t~e 'r4'yaltY:,'paid by Company A corresponding
sale of the nif ~ene.

8/81
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ISSUES' OF JOINT R&D AGREEMENT

BETWEEN JAPANESE AND U. S. COMPANIES

,Japan.ese'Group Coinmi -t t.ee" No, 2
Chairman: Jura Ichimura

(Shin-Etsu Chemical
Co , , Lt.d )

Speaker: Hideo DOl
(Mitsubishi Electric
Co., Ltq;)

Abstract

rcr joint ~e?earch a~d:develop~e~t und~r an ih~erna~ional

B-'&D: EfgFeelpen t between u. s _~,:~nd Japanes~_~ompanies,. '''' key aspects
aore.:.t:he d~fferer;c~s_; of ea~,h:,partY's,~?rk?t:potentral, of
appj.Lcab Le paterl'~:_:-l::aws an d /f\nti-Monopoly:_-~_:a~s in the two coo un t.r i.e-e
and 9J,th()ught t,oYJa,rd con trr a ct; in tpe. two':csuntri0;:S., WittI: respect
toR&'p,-::ac~ievernen}:~_" e s pe cd.a.l Ly R&D.:patepfs_" joint;,owner.!'?hip is
not:a~~~y~approp~~~teanq -~ole owri~rship,~ay be ~mployed:depending~
UPO? .aotuaL cases .. ' In such, instances ,O:E 'course, yiolat-ton of .
"the,;Anti-~onopo~Y,,;L?WS mUpt,be avoLde dcand t.ho rouqh "con s Lde r a t Lon
sho1jl'd,::be',given :,·tp .plloVfipg, the non~o~!l.i:ng: partner to use R&D

" p-aten~~'. uHc1er so~'e, :pwn~,r~sl1Ji?
" :'As l~w provfs£c)lls :(~-:the two::coJTI1:rJes),'Cii.ffer"' in th~iir

b:re9-tm~nt:,~;Of, joLn-t.Ly owneq :::r-ights'T. rn::A-9r d.~~_cussion'in this
reg#r,d':.'be:tween the parties is indispensable.' The governing
laws should be p rovdde d f'o r- taking the actual status of the
agreement'<.intc. account. :Arbitration is an effective means for
settling disputes arising out of the agreement. Arbitration
clauses should, therefore, specify every, detail in, order to
facilitate the smooth transaction of any arbitration.
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1 . In traduction:

Companies in all nations>:are:ohli'ge-d : to' spend a:'<9r'eabd'eal

of money on research and de ve Lopnierrt,', u'hedtr R&D objeccd.ve's

are new products and improvements as well as manufacturing

methods and equipment. In':thi's·sectbr',:i-hve's'tment.: in: rese'arch:'

and deveLopmeri t vpLays va key ToTe>inr b uf.Lddrnq va 'succe's s'ful.'

business, 'a ,thing whti'ch -is:be:coming 'harder-<and har-de rv-the'se days .:

Each company ·;has';:its· 'own sys:tem:,'a.nd'styl'eof: 'rese:'aYch! and

development but· -the fol1owing. .are- .typfcalexarnpl'e's.:

a} R&D by the comparry'ts own 'employees

b) R&D by technical consultants

c) R&D C0I1!3¥g~~_4 ~to- 'qut!3':i-der:::;

d) Joint R&D

To elaborate ;,-join:t :-R&Dis carried<out; by::-twc)' ·:o'r more; oompani.es

bringing their:expert:iseahd.' knowledge to'ge'ther".'" A:'fair<number

of paten tr-appu irc atri.orrsvane '-filed.jointly,'soit 'ls"':a zeaaonab'l'e.
""W""""""""""""W""""""""""""

assumption thab,:mal1y~'c6mpanies::are ':i'nvo-lved:.iri joi.n.ti: R&D:,"

though patent --- s tat ist:icsdo-' not ' always:re'flect the -- .ae't.ua.l: 5 i tsua t.d'on,'.'
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4) Marketing risks are reduced when the product:':reaches

:the.. stage of:prodllction and s.aLe.;..

5) Deve.l.opmen-t; tirnecan':be .mi.ndmi.aed , -

Thi?,:pp.p~"r, is dir,ected<t,o,.thiRface_t':.of.'lcorporat~--R&D

activity - jointT6.search .an'dvdeve Lopment., It aims at discussing

join t ,R;&D:, aqreemen t.s- :wi tih .emphas-i s .on-rtypes 0::£ R&D:; owner'shLp

and irnplernent.a,t.-ion,·of:achievements"I':::etc:.,' _,and:,W'i th: .paz-t.LcuLar

reference to the p robLems :ofjoi:n:t :'R&D -aqneements betwe,en

Japanese and U.. S.. cornpen Le s, ::and,the'irsolutions'.

2. Particulars of Joint R&D Agree.ments: :betweeIi .•Jilpanes,e

and U.S. Companies

The ,majo.r,·'is,sll.e,s-involve,d in: n e qo.t.da't.Lons .Leadi nqJt.o 'a

joint R&D:':ag-re~rnent:betw,een~,'Japanese 'and U.$. .cornpen Lea 'acre:

f undamen,t:al:ly:::thesamevasd.n .the..case iof .:a.n,agreemen,t: :b:e:tween:

Japanese cornpanLesc.rt.As ,i:t:invblve'san, interu?1tional'::R&D'

act:iyity,-:: :thos~"c:onc~rned:shouldtak.eth~ following' ,three

points into account before they reach a final agreement.

a) Different~arket

Companies in Japan and the ·U.S.A. generally: have'

di f feren t,marke,ts . Fpri .rapane s e. .compan i.es,': .t.hei-majo.c market

is Japan 'andj~,,:i:nJ:some;cas.esi;Sollth~EastAsi:a,.whe r e a s it,':is'

usually North America and Eur ope. for, most ::u.;.S.:;compaiiies. This

di fference .should J:J.E,::b.orn,e,: .i.n ' rni.nd wheTI::,'_cansi'de,ring:the:future

b) Di':E:fer~,p.t:·:,Gove,.rnin,g: Law

Provisions, ,o£:,;'the 'Patent: ~Laws, Anti":'"'Mdnopoly Laws,

etc., Ln :th:is': .respect. ar,l$::not:iden,t.ical in, Japan and: ,the'H'.S'.A.

Agreements must recognize these legal differences between,;the
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two corm t.r i.e s .

c) Differen.t: Thought: to"lardC6ntraCt

This i tern was discussed -Ln 'the rtth T6kyo':C~n'g'resS:

and'the 12 thNewYorkCongress>/' U.S omerriberS inilidatedat

that time that the parties of an agreement in the U.S.A. attempt

t.o-ep rovd.de cfc/r ,,8.11 e~ierit-ual"i:'tie!:; 'be'c:alI'se: the courts'::'",:Cilnot

lookih:t6i'terns' o r tp robLerns' not provLded for in an agreement'

or not s't.at.e'd --;e:xpTlcitly:' by' -the p'aitJ..es'.,lap~aneseme-mb'cr's:;"oh

the o'the'r'harid·,:'ihdic'afed·:that agre'e'mEHi,ts ih'c6'rporate ;'notonl'y

wri'tt.eri":provl's.tOilS "but 'also 'an implied' t.ru'st ;wh"id.-{"pl~ys:(an-

Lmpo rtan t ro Ie': ~ Ttis 's'ome£irrie's':mo re' ::irrip:o:ttant' ·'th'ahth.e

written provisions and a clause calling for a cons~ltation

in good' f.aa th 'is:i,'indLspensable in s:uchi,agreeme:n t.s,

This poin·t;;ili:- par,ticul'clr'shouldbe; borne -'fri'rid:nd 'by

companies contemplating a joint"R.&D' agreement" "with'<a,':fbr'eign

compeny ;

Based' on:' Ln fo'rma'td.on gi'ven ahove,thefo-l16;Jvingd'is'cllssfon

concern's the' prac:t,1.cal,:,',i'ss'ues' o'fa· Joint 'R&D' 'aqr-eemenE: between

Japanese' and U':8.' 'comp':':t:n1.es'.

3. Ownership o:f Achi'evements

Ownership of know-how; -Lnven-r.i.cna and-,',o'th'e'r,':· achievements

made under joint R&D may be classified into three types.

l') Joint owne r-ahLp (eqlla1sh'are ratiO:''';g. 50:50)

2) Joint ownership (dfH",fent snarE':> rat:'i6T'>e';g: . '70',

3) Sole ownership by either party

For ctass ifi cation purposes, e ach: individual' R&D "achievement

can rbeievaLuatedtak-ihg' i:he'··;'follo~iiig'::factors-int.o consideration.

a) Whether the R&Dachievemen.t nas-beeri made joiritlyby
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In many vcaeesvo f jpint I3-~.I?,by ,JB:pa,nese cornpan i es, R&D-achieve

ments are,j():Lnt1y ~ed:-anCl freely; used by both pq.r:tie5f\ R&P-:a,ch.i,eye

rnents therefOJ;e,r are, .assured to, :befor the"cQmmon, ;h~D.e:fi:t of

the per't i.es . In some ,cape,s ',;' ownez-shi.p j,p-s-tmply .p.rovd.ded ;Eor as

being "oornmon "..,(50-50>shar:e},~,.I"l:' the ownensh i.p.vcd ause aIld".-:th~ bene~:i,t

is appr-opr Lat.eLy .aLl,Pc:atep.. .Ln -the LrnpLement.at i.on vcLause,

However, in the ..o a s ev of -joAIlt. R&DIJY ;~J.S.~Jqpane,$}~ cornparries ,

it is not always appr-op r-La t e to; prQviCle~oI';jpinj:-:owne,rshipo:f

Lnven t.Lons or, .. aubsequen t; pat.ent; rigl1ts-,.-

One reason for this is the manner in which R&D is carr Lect-out..

-- by Japanses arid U.S. companies. In such joint R&D, mos t research

ac t i.vi t.yvdoe a notitake p l ace.jj o i.ntiLy hy h.~;i..ngiI1g, r~searcl.ler.s,.together.

The situation wheFe:joi,I}"t,:"%rk,Fesults,ip,-,a j o i.n tiLnvont.Lon- is

unusual. Therefore, inventions under j o i.nt. R&D should not,'be-

subject to joint ownership and it is preferable that ownership

should be determined taking in to account' sllc:::l1.,ma,-b."t,e::rs,,-, a.s inven',tprs,

con t r i.b ut.i.on., ,:!;:9wa,rd" i!l,v,en,-t.ioIl~ ti,.~l¢l.,:,pf,;, tec:::l1PQIQ9Y,i6:tC..

of each party.

N~eq~ess;to say, qompanies in JapaI1 anq the U.S.A~ have

diffeF~,~,t:LyaiIl1edma:rk:~t~~ As-mentioned earlier,r<Jap~n'and,' Sonth

Eas t Asia,:aFe,geI1eral~y rnajor:mEirl<et,S;:;::f9:r:-.JElpapese,:companies.
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In comparison", Nort,h',-Am~rica :and,·Eu.ropg, are', major, cop-qern.,<l:pr U.,8.,

oompan i eac. - Each party,: .shou'l d. .t.ake ,tpe",rnarke1:..: .potent.aeL 0.£ .eaoh

into accounr., Joint: own:ership:ofal1:tpe,: join..t:,R~Da~h;ie;v~mEmt:s::

without consideration to different market potential is quest.LonabLe,

Another:- .po.i.n t; to,;be:,-consi,dered -Ls .t.he di,f:E:_el:"~n~e_:j,J;l:t:ll~:,pat~nt

systems ::.of::.thetwo coun t.ri.e sj, The U.-S. empLoys, q,::Eirpt-:toc3.::t:lyent ..

system whereas Japan employs a first-to-file system. Under the

first-to,-file system, the Japanese COITlPq.n.y;:is:,'suggepted:;:t:9::,:E:i.,:1~a

patent appLi.cati.on tar"·a jointR&p ach:ieve~nt, at least:-,:in 'J'ap~J;l1

as soon as.vpo.ss Ib Le, In the c asciwher-ciaibas i.c app.Li.cat.aon is-

made in the',U. $;:.A::.ancl a .convent.Lonrappl.Lcat.Lon: .foL'l.ows Ln Jap.a,n:,

the basic app Li.cat.Lon ahoul.d.i be file(:l:assoon a s. pos si.bLeiLn th,e

u. S. A. This is: .bec ause ,a,prior applLcaci.on C<by<.a t:h:i,.rppap:ty ~iiI},

Japan would .'bea.:strorl'g, J:tar:aga,inst thgc:()nven tiQIl.:apP,l!~:q~ti~n

if s ucht.arp.r-Lor. appIricat.Lon is ,made earlier."than the .bas i c.
""""""

app.l Lcac.i.on.ctn irche ,U."S;.-A:: Lnvsuch "an Ln scancc j • the Jap~n~s;e

company might be obliged to seek for a license from the owner of

such prior art. Thus, the difference of systems in the two countries

require an at'tent.i.onvas toJ1.oW' :'and,when fj/l:icng; .proceduresvbe ,[l:a}(;en.

Wi·th .z.espec-t, to ;',filing'Frocedure,s" ;',itrnicght:be ne cessary vfor,

a sole owner of a R&D achiovernen t to a.LLow a pat.en t, appLdcat.aon

by the other party~in-it.svcountry at l,ts own expenEie.. ,Tlli~

arrangement will facilitate the'.-QtheI;'.p.;tr;ty, t~;,pJ::'.O,tec:t:Lt.s .own

marke t unde r extens ive'~::arid':"valid,;.'pateI"l'ts,:'.

It should also"be.noted that p"tent applicatioll,?foX'.any

Lnvcn t i.ontmade withintheU.S~A. must be filed in the U.S.A~

first under 35 USC 184 "- 186. Unless a special license is
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Ls s ued :by<the:'~U~8.'pate:nt' Office,',,'foreign 'appli:c'atibns are

not a Ll'owed within 6 "mon ths "f"rom> the :U'.8. :fil'ing:,~';Asto:this,

the 5thconijress in' Kyoto offered an opportunity for. detailed

ddscussi.on,"

A: "sampIe vaqceemen tl's a'tt.aohed t.o .: this <peper, including

clause's'::'Cbh:cerilih'g"the, owner.shLpvof indus·trial' :propertyrights

4 . Implemerfta'tion o.£:Achieveme'nts

As:·'fs ':nat,b-ral'" -'fina-IR&D:objective is to enjoy mutual

benefi t.s- by'i'mpTemehting: ;tlieR&O' 'a:C:hieverrents'~ If the",parties<

con trihute to j o i.nt; R&D on: ;'an'-'equal'-'basis"then profits: .ob t a'ine'd

by Lmp'Lemeri.t.Ln'q ':the R&D a chdevements., shouTdbe: e qua.LLy'

awar dedvt.o'<each 'p'arty 're'gard-less,df:'bwnership,. However, in

p r acti.se, 'cbri:tiib'ution~f'a're:'unl:ikeIY·,to'"he -equed;t. This is

particularly ·'fr:rieTh'· the:,case"of: joint:;;Lc:tivi t¥',hy,-''-iriak'er,and'::user

or rnakecrs Jt-lho'se :m'arket' s i'zes are 'very :'d1.ffereht~',a:ncl'should

be takenirito' account.

Wifhrespecfto R&D -e.oh i.evemen ts> jointly owned by ot.he

parties, they should be stated to be available for joint use,

in accOrdancewith':the'miiid"in the'Jap'anese<Pat@ntiLawi"Article

73-2 and 'fhe·U.S.· Patent Law', Article 262 (35USC2:62jc For

readers 1 re/fe'rence~"':the'two' laws stipulate as::'follow-s':

Ar-ti-cLe ,:':73';';'2;'Japan.ese' Paten t:'Law

otherwise prescribed by contract, work the patented

invention' with6utthe:"consen t::of ':the<other joint:

owners.- n
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Artiel'" "262, U.S. Patent Law

lI:tri "the -~- absen'ceio fveny a'gTeement to -th~-':'contra.;r~l,

each hf'\t:he jbinf·'\)wner"s6'f a ':patelft--may IU'ake/"use or'''sell

the pa't.en't.edinven t i.on ·"withOut ,::'fhe::Coil:sen'f 8f' and

wi thout -':"a:ccouritfng ttJ:the' :athe:t owne'fe ~>,,--;

In the case Of':j6"int':R&D a:bfivfty"'by amak~r:<:ari.d.:';a:-usef', a.'

party aho u.l.diriot 'f6rce"'the'othei',"t6 :"have', .lhthe':agrel3me'ni::;:"<such<

provi 5 i'Oh'sTike:' II:Pr6ducts' fn-'acco'rdance wffh 'R&D -:achie've'ilteri"ts

sha'llndt :'be s o Ld "fo'a third'pa'ity"': o'r
·"prbcltict.s'{n'accoida'ri'c'e "with aso achfevement.s
-'shall' 'Dot "be vpuxchased from a'i'fh:Lrd pciitY<·11

I t'i5 ,'lTkely 'that'thesep'ic:ivisimfs'could rcaus'e ,La : :'q\ie:s :t. i 6n

of unfa.'ir't::ra.ri'sa.:6tion as:"prO'viHed<'fbr:'iri>::the' Ariti...:cMdriopoly Law',

Thus, a oareEuL'r'cond-t.ae r-at.fon '1.:'5' nedessary iri 'thts" ;iestJ~ct.

It is also important to provide for the situation where

R&D a ch i.evernerits are"1n 'the aoLe owne'rshLp o frorie of: th'e

parties. If"R&D iscatr'ied oUt'jdintl,y by a maker 'and a user',

and the makermantlfa'c:tures'pr()ducts':Uhderits 'partner's

patents f6:r:'use;by 'the"'use:rjpatentee,::the 'user/patentee may'

qran t a royalt.Y~'free:liceI1se: to' the 'maker , In:this ca.:s8'/illere

are no; ,:'signfficant -pxob Lerris, However, 'if:the 'maker may wish

to manufacture those' products for use b~i a'third':party,: iEis

required fa-: "blStairi a license"from the us,e':r!patente:e"fo:t thi~

puxpoae,

Similarly, where R&D is carried out jointly'by"mak'ers'and

one of the parties solely owns patents in some countries, the

otherpart-y 'may ,'wish tOobt-ain Ldcensesvtio work iri"thos'e

countries. In these situations, :,the te'rms' and condit,l,bri'g of
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such licenses will vary depending upon the kind of i~pl~m~R~at~on,

marketing a.r::,e<t,-of.. ,l,icE3I1see f·e,t<; -: Some could be royalty- fl:"ee,

and some royalty-bearing. They may .provideth.atthe licensor

has first priority to, u9,e patent;ed~nvent,ions. Often.,-::9-,

general cross-license 1 n0t:,:prp~iding-,spep:ifi9 Li.mi. ta,t,i.ons 1

will be granted on a royalty-free basis, provided that both

parties h ave cont:r,ib~t~,:<;lequal1y:,_-t:r0-the, jqint "research,~

nowever,.. R&P .under.. one-ss i.ded contribution by one..party may

requi r~;: :~,.:,9~.:r,tCiin"re,Ei,t,ri;c:,t~on;" 0,( >u~e .o r "th~_;lLcenaedtechno1,()9Y

rather than an, o ve.ra.l.. l c.roa s-eLi.cense , ,Inanyever,;t care should,

of course",.be ,taken ;1;9 avo i.d anti:""';trusti;n:f:riI)..geFt1ent in these

circumstances, because claus~s"proh,ibit.ing,licensesto third

p a r t.Le a con ,:pJ;pyiding .f'or 'tie-in' aqrooment.s are likely causes

of vf.o l at.i.on, :L+k~~JseJ tl1oro;l1gh .. ccns Lde.rat.Lon is, ;n;ec~ssary as

to a right of the. ;LiG.enseeto.gran,t <3., sublicense.to a .third

party and royalty return to the licensor under such a sublicense.

It may a Lao be. ne~ssary:to,.provide,:fqrthe.Li.cens i.nq, of

patents ob.tained ,py ,eitger party, .. ox ,patents .t.o be granted

on inventions made"by.ei th,ex p arcyts .employees p r i.or totht9

start of j ci.n.t; :~&,I? InsoJlle .Lna t.ances., ·theymay_be Ln c Luded

in the ,agreeme~\t, and dealt with as abovementioned .pat.ents

which areunder,.tpe soLe .ownezshLp of,?Jther party. However, it,

would be .reasonabj,e to limit the ,:fieldoi: Ld censLnq, t.ak.i.nqii.nto

account the, ,R&Dfield,_. .t.hevp.roduct.a Lnvo Lved.vand the l.i:cen$ee

policy or .the La censor ,

In Appendf.x ',,:sampl'e provisions are Lnddcatied w:i,th .respect;

to the 1~cen9~n(.JQ~,:s_olel¥,()~ne~: p.C1:t;ent~.,

390



r .ao

5. JointlyOwnedPaterits

It .Lsva.l so :'nece:s:sary,:.for c-:the::cpartiest:o: provide ,-for the

licensing 'o£;-a jdi'ntlyowned pa-tent to a,:,thirdpar-ty, in

particular- the terms and conditions of such ::a . 'license «and rthe

treatment of royalty income. In addition, careful consideration

should be given to the di,fference/:of'patent laws between .Papan

and the U.S.A. Byway of .i.L'lust.r-a-ti.on s.c.t.he provision's' f:rom:-,the

relevant art'iicles-:-ofeach paten t:·\<law'are 'cited-below~:

Article 73..;.'3; Japanese .Pat.eri t; Law

',' "A j oi.n t : owner ;may:::qrant neither an excl.usdve Licens e

nor -a non-iexcI'us Lve ticense without,i:the .consent.cot all::the

o t.he r -joint ,: 'own:ers) 11

Article:262,' 'D. s.~,,':patent· -Law

',l,.-In,·the;,absence of any agreement "to the .con.nrary,

each of the joint owne r sio f .a pat.en.runay .rnake j-v.uae or-sell;'

the patented invention without the consent of and without

accoun ting to the other owners. II

Unlikec,the Japanese' Law', th'e U. S ~'statutep'rovides.that

the, consent :of.the'·,of.her' party is no t.o.ne oes s a r-y betore arLi.cense

may be granted '.to a tJlirdparty::and,:'there"is':'no provision

requiring the sharing of"'royal,tY"''-income~ F'ailure t.o t s cat,e

clearly' the rights of the parties with respect to third party

licensing is bound to cauae.t con f us i.on. 'rhds Ls.a particularly

important po i nt.; where :'one;:'of. the, -par t.ies LsvconcernpLa.t.Lnq va

cross-license

While,' 'the'''''Japanese :,pa tent' ,,' Law: providesr

"A joint owner of a patent right may neither transfer

his share nor establish a pledge upon it without the
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Others

Ano.rhe.r area 'of: difference between the-:'Japanese., 'and .u.s

paten t:'l'aws:/~:is the,;.,Tight t.o.icLa.i.mian: --injunction;agai-nst

infringement. In -Japan; e:ither of two -joint -pat.ent.ea svmay

individually seek an injunction to prevent patent infringement

but all jDint owners of a .p atien t, must j.()in: in .an a c t.i.on seeking

damages ifor,infringement, -Un der U .,5,'. law:~-';th,e -cour-ta-wd.j.L not

allow an a c t.i.on by a single joint owne r- in e i the.rcase,~ This

difference should also be taken intb,account'when drafting.ian

agreement and, 'sampLeop'novia i.on.a .reLat.Lnq to the, 't.r-ea t.men b vof

j o i.n t.LyJowned pacen t.sca.recqi.ven in Appendix.

consent of all the other joint owners. I;' (Articl.ep73~.... 1)

the u. S. Law requires cno. ape olfLc vconaen t, ,from-tlte:.:9thex:par.,ty

(35USC262). Contractual s.t.i.puLaci.on.s.von. de.aLd.nq with"ajointly

owned pacen t . are -"therefore 'indispensable .

and the governing law are different, it will cause difficult

problems in interpretation 00£: tiheo a-greement-, and-, :the· appLdcat.Lon..

of the law',

Joint R&D agreement between u.s. and Japanese companies

always give'::rise'to,:the',:question of the governing-'.law under:Mhich

issues- c:arising out-o f i:;he agreement will be':settled. Accordingly 1

agreements must; desdqnace .zhei eppLd cebLe .Law, -: '::This decision

may suitably be ';left,to,:,the discretion .o f the; parties 'i

according 'tq;the,,:principle':of,aliton:emy by .part i.es., and t.hey .may

determine: the: governing law:'froffi.'a practical. view -po Ln t ,'

A significant! factor "in ::,this decision,,::,will,:.be:',the Lariquaqe

6.
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Another poss i.b Li.t.y is .a p rovd.s i.on dealing, sepci,J,.:!-;cally with

how disputes, arising .Ln connectioI1:-:'W:i,ththe-a,grge_meIl_t,:;aJ;'~ to,be

settled. There are -,'tw0~Onv~Il:tionSll-;ID,etllPCls :,for--set,t:lil1..9 such

d i.sput.e s, in-court, ,and:by-.:arb;i"trat.Lon , Car~fu:L.;-,cons:idera._tipn .o f

the merits and demerits -o f .eachi.sho ul.d b,~ -made ibefoxe dec:iqi,ngwhic.h

is applicable~-, In_;the.,latter:.c.as,e",--;an arbi tration-·-clause-should

include .t.he. .following".',ip';:orcier ~:to,e.nsure_Cl. sa,tisfactorya,rbi_t,ration.

1) Iopntification of the arbitrator

2) Applicable>:..a rb.i, t:r;ationrules-:,or.governJrlg law

3) Location where, :th.e 'arbitratioD,:,·isto-,,take. -pLace

4) D~fini:1:;ion of ;issues,' -towhich,'arbitration Ls.vappLi.cab Le

5) Numbe-rcand mernbe r s. of-arbit-rat,ion board: andime.chod

J:ax:-, .seLe c ti.nq board . arpitratqrs

6) Method of decision-making, unanimous or majority vote

by board of arbitrators

Specific provisions, if any, under the item 2) above, would

be clearly applicable to matters involved in the succeeding items.

However, unless these matters are clearly defined, disputes may

occur regarding the conduct of the arbitration. Disputes at

this stage are extremely difficult to settle and can render

meaningless the very provision of an arbitration clause.

7. Conclusion

This discussion has been concerned with the ownership of

joint R&D achievement, implementation thereof, treatment of jointly

These are major items requiring thorough consideration before

joint R&D agreements are executed between Japanese and u.s.

companies. However, these are not necessarily all t.he matters to

which the parties should direct their attention. They should be fully
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aware :bf, fo'i>examfdB'{ sh~are"':o:f 'the;)R&Dexpenses', 'd:ispa·tch '6£

researchers to :.'the'- partner ,-'-restrictions'bfjoirit R&D: ;with a

thrid party', "I'fL3:'nrier'arid':timirfgof R&D 'announoemen-t ,

con f i.den tiari:-tytre'atment;''''etc.. '.ThU::s~,' :-i u,ris'ver'y' Lrnpont.ant;

that;agre'einehts LncLude rdetia i.Led s t.at'emon t.s as to chow.vand when

joint R'&D,,"achieve'll1erits:a.re':to be reduced to p.r'acc.a'ce .. Future

troubTe':S"wi;lT-"be muchrr'educed hy 'makih'g:-the ,'agreemerrt tan.t.Lcd.pat.o.ry".

in this respect.

In addition -tro s.tian dar-dr.L t'erns,athorou'gh:study of:·',the

differences in the manke.ts of:::the'two compan.i.es ;" the

difference's in frhe Lawsvd.n the two .coun t.r-Le a vand the diffe"rences

in the thought toward con.nract; In''thec'·two''coun·tries :shouTd,';;be

made be fore an agreemen t for j o'Ln t; ;resea.:rch'arid de veLopmen t; 'i:s

executed
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APPENDIX

Article,X.

Ownership of Industrial Property Rights

Clause Xl

The'Parties hereto hereby agree that each Party has, during

the effective periou of this Agreement, a right to obtain

for

inventions and technical achievements under a joint research

and development (hereinafter called" joint R&D"), and a right

to claim an ownership of the patent rights as fOllows:

1) Any right pertaining to Lnve.n t.Lon La) or utility mode Lls )

mad", jointly pyemployees, of the Parties hereto 'shall.be

oWl1'ed,]:)y",'th~,'Partie.s~

2) ,Any right, pertaining topatent,invention(s) .o r utility

model (s) made solely, by employee (s ),oL eitherPartyshall

be owned by the Party whose employee (s)made, the invention (s ).,

3) Notwithstanding the provisions of sub-clause 1) above,

either Party may claim a right to obtain patent rights

in the countries where the other Party' does not want to

obtain patent rights for its invention.

ClaDse,X2

Company A shall deal with applications for patent and

p:r9,C:::,§J,ll,:1,.:t"~§_":tJ:1<?.l:',t=,~:t:1:~:l:",,.i:l,s.pl:"9y~CleCl. for .... trl'f;iub.,.;:cl:ause-l) 0'£-

Clause Xl abov?, and maintaining patent rights granted or issued.

Company B shall cooperate with -Company::,'A in such applications

and subsequent p rocedures.oas.cweL'l.oas. t-he-imei.ncenancero-t- patent

rights.
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Clause X3

Any costs and expenses necessary for the procedures provided

for in Clause X2 above, shall be borne:equally by the Parties.

Clause X4

In the case where either of the Parties hereto files, in

any country, an application for patent to an invention subject

to Clause Xl above in its name, the filing Party is required to

so inform the other Party after the application without delay

and send to the other Party a copy of the application and a list

of countries where a convention application is to be filed by

the filing Party.

ClauseXS·.

.tn c-the . countries where the --rfil:ing,ep.a:rt.y:intends:~ndt'tovf.i-Le

a convention application under Clause X4 above" ::,and-'\4here -·-the

other: ,;Party wish .'to file 'Ja .conven t.ion application fo.rcp acen t.,

o ther-'Party <may Succeod ;:501e -owner shi.p vofthe -patren t. to'

be issued OD'SliCh a ppL'Lca-ti.onr-

Clause X6

In the case where the filing Party wants an abandonment of

its solely owned rights under sub-clause 2) and 3) of Clause Xl,

or Clause X5 hereof, it shall send a prior written notice to the

other Party. The receiving Party may, if so wishes, maint~ip

such right..s- ':instead by bearing all;the'expendi'·tures Ln c.l udd.nq

fees 'in, the' ;future.

Article: Y

License-of- ,-Patents Sole'ly Owned
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Clause Yl

With respect to world p a t.en t.svobta i.ried inthe'Iiame of

either Party hereto under this joint R&D and subject to

Article X hereof, the Party who owns the patents shall grant

royal ty":::'free an&h:on''-~xcl'u~:;"Tve:-fi'Certse'~-tb "tihe dthe:i' p'a:tt:.'y'-;

to make, useseTT'and 'O"fhei:- >di:s:·p'ds\::{·'produdtstindei- this":joirit

R&D.

Clause Y2

Such license shall remai~ effective ~ntil the exp~~¥ of

the patents irrespective of a termination or cancellation

of this Agreement,.

Clause '13

Any license granted to the other Party by the patentee

hereunder! shall not be sublicensed to a third party without

prior written consent: of the .patent:ee .
.•....................•.................

ClauseY4

With r-e spec ttco "tihe world pa.t:en:tsdbta.ihedih ·:the'name: of

either Party hereto under this joint R&D and suject to ArtiqJe

X hereof, ..the patentee shall qran t. a license to the, other Party

for the pU.t:pose ofu~inQ such license for products other than

those under this joint R&D if such use .for o the.r products Ls

proposed by the other Party.

Clause Y5

Such a shall be nori-excl.usi.ve r'equlrin'g a. three

parcent (3%) royalty payment of a net sales price of the

Licensed Product. Other terms and conditions for the license

shall be determined by ,the Parties heretoup~n mutual qgnsQltation

whenever it becomes necessary.
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Article Z

Batents ,Owned .Jointly

Clause Zl

The Parties, he r-e.t.o cmay ha~e:;a;,right to ae si.qn t.hei.pat.ent.s

obtained and towrred j,ointly UI1der Article X hereof:, p ar-t.LaL'Ly

or wholly, to a third party, may establish the right of pledge

upon them, or may grant a license to a third party, provided

that a prior written notice for such assignment, pledge, or

license {'s gi'ven and a consent 'i's o'bta{nec(-'from:the o'tber 'Party

by the Party concerned.

In such an occasion, however, 'the other Party shall approve'

the proposed assignment, pledge or license, unless it has specia~

reasons to r-cfuse ,

Clause Z2

Where royalties are paid to either Party under Clause Zl

above by a third party, the Barty shall send to the other Barty

a half of the royalty within sixty (60) .days hom receipt.

Clause Z3

Where either Party receives consideration subject to Clause

Zl in the form of a non-cash payment, the Party shall notify

the other Party prior to executing such agreement with a third

party and the Parties shall determine the monetary value of

the consideration.

Clause Z4

The Barty shall transmit fifty percent (50%) of the

consideration' under Clause"Z3 to the otherPar-ty with'in sixty

(60) days from the execution of an agreement with a third party.
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Clause ZS

In the case where either Party grants a license to a

third party under Clause Zl above, the Party shall inform the

other Party of the execution of agreement, royalty, and major

terms and conditions within thirty (30) days from the execution

of an agreement· with a third

Clause Z6

If a third party infringAR patents jointly owned by the

Parties hereto under Article X, the Parties shall cooperate

in seeking to prevent such infringement. The Parties shall

consult each other as to how to bear the expenditures

necessary for prevention of Ln f r i.nqement.i,

p.S
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ABSTRACT

Joint research and development agreements between

Japanese and Amer.ican ,c9IQpaJilie S"Cl:t6, ,cl1,EilJeI1g~ng,>d(?cJ.~JJ:u:~n~s.

to neqo t i.ate ,,,,,,,c:1r.3;:t,"t:: and p~rform_~ At .--the C?-,.~.ts,~t.~"i:_;~,:tY~/,\':PCl+,;t-.+:,E?;~,

should carerul Ly ."ssess "S()Illpatability oftheirpbj.ectiyes",

The par t i.e s ~110ulq .aLso ,p"'2~X1.l11y analy"cth~irrelationship

under the "ptitrwi;t .la",s.,of "th~unit"clStai:e~.;F'nd.)apan"t()

avoid risk :pf _:12en(i,l._t,i~s and t~o; assur:e-"tJ::1~t:/!tll.~~-,re_E)tl.lts.;_, of

the j()ipt.eff.oFtci'nlle explo:icted,,,,spli'nneq, ,.So,loIlg as

the prinpiple"objectives.of the.p"rties, are",,,,ell;.defJneq

th~:t:',E?j,_;~,:r;e ,.lll(;iny; ;_,p,~,t<;iA:·:+;S::cpIl"qeJ;p+r~H "tl1C?,:.,pl.Elnnifl9 -, ;::r;eP9r:ti,n5J

and hary",},tiP<:l of,i:",chnologythat, !U:icgljt ,b", l~.f't,toAecisci.o.n.

at the time a question arises. Choice of a legal, ,eIlt:city, for

j(Ytntre'search impacts heavily on tax a-ndliabilityconsequences.

In spite.of,tllemally .quest.Lorrs. ,rais.ed by,tllis f.orm of.

interna~_;p_n.al::ppop,?pa1::i;o1'!:,-__ ,;i.:PP- ,adyal1:ta.ges ;~$sur,e_: aX:t,~Ver

Lncr-eas.Lnq ::r().le,,:foxjo,i:n:,= :~R&!.D' r:qgr~.ement$:::I:te.t.We,en{ .rapaneae.;

and Amer i can cornparri.es,
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J 0 intresearcharid. •• development agreemeht.s -;are

challehglng'docJmeiitsto negot.iate; draft arid p~Hbrm

under the Best·of·circurnst.ances. 'Tdsurrriount added

diffic;id0ie,,'dJe Locflffet'ellces 11Il';riguage; 'Cultur"', laws,

nationalpoHciesahd geogdphy; as inherently 'applyto

Japanese :and'ArIfe'ricali c'par,trier§(:,Til;j o'i.nt;' 'res'eaidli;' i:t 'is

apparent10hatthere musthesignif,ccant perceived "advE)ntages'

to motivateexpendi1Ollres of necessary tirne, energy'andrndney.

Personally', :rbelieve'sll'ch:advanta'ges 'exist andrt.hat; .the future .

holds much' 'pr6misefor joint research between Ame.rican and

Japanes'e: compan'ies,'

JOINT R&D AGREEMENTS BETWEEN U.S. AND JAPANESE COMPANIES

3
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There are' many' reasons for' jointlyC'arryirig oliF'r<=Search

and deveLopmerrtrproqrams . For'ah 'example'i'rith'e techriical

vein, one of t.he. part·icipants"rnay have' 'a product to 's e'Ll. .arid ."

the second participant, possessing technology '106 use' the

product, is seeking lower manufacturing costs or improved

properties in the product it produces. A variation on this

theme is joint effort to develop a new combination product

which utilizes a product of each participant. It is also

. common to seek j U,LU~.L:t

discover and develop new products.



In view of ever accellerating technological change and

403
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1978(I) s ". 'I' '78 .LE IVa- - ;:<.p.

It is important from the outset of all joint R&D under'"

sometilllesJlegalreasons provide Jincentive for joint

R&D undertakings .'Fartie,,' 'possessirigoverlapping 'or

supplementary patent coveraqevon.. Jorpossiblyjoint6wner-"

ship in, 'an Jidea mayfindJ joiningfoI'ces Ja:logical,perhaps

even necessary 1 extension of their::,:relciti'onship',u.:rlde£,'·la\;J

Spreading econonric risk of 'productdevelopme'ntJand/6r

reducing lag time to commercializatlon"can be primary

objectives forJoint R&D programs;' 'stlidieshave' shown .time

from discovery to market' is 'Jreducedcls na func t.Lorr 'of the

number of participants involved in joint development(I),;

transient mar-ket;s ,{::·-red1iC-ing':',tini.~'·to: matfket'ITl'ayh'e "·r'e:a:so'n

enough for joint R&D 'even though other considerations may

favor handling t.he' development phase .alone.

takings for each of the participants to understand what

motivates the other and to test compatibil'ity'6£0IojeGtiyes;

The happiest:':s'ittiattOn, Of cours'e,."::::i's :'wheh :objectiveslidO-;not



conflict,:,,;g,:. an Amer i can company .is s.atisfied ·with.using.··

the fruits of the jqint ..effort .in·J::(nit.edStates and .t.he

Japanese·Pa.rticipant .i,s .happy "",ith Japan. . This. ,0111. p.resumes.,

of cour~,,~ijJ:J:lat;.'suqh, d.iv.ision .$urvive,s: :,an.1:;it,rU:$t scrurmy

under both .Japa.nese .and ..Jj "S,laws .••

Anoth"r.happy.situatiQn.may involveapQssible

division of the.r"search.l"esults along ver-tica l, Lines

For exampl.e ,·.v.the partY.wi.th;productto s.ell .acqu.ires

manufacturing:technQlogywhile -:the\!s.er acqu.ir.esiapp.H»

cations technolqgy... ·

unfort\!nately,.r"alities seLdom ipe.rnut :such cs impLe

solutions .•• /IIore oft"n·the. form\!la::fqrsharing proprietary

product of joint R&D isanegotiatedres\jlt.of ba.lancingand

trading compromise; each party yielding in its objectives for

the posi-tdon ..i.t. se"ks f rom rt.he other party.

ANTITRUST CONSlDERATlONS

i>,.meric:an.companies.have foryea.rs. complaine<l."bQut·

the uncertainity surrounding application of U.S. antitrust

law to joint research and agreements with foreign parties.

These complaints have Ultimately caused the UnitedStat.es .

De.paLrt~"n·t of to promulgate several guidelines.

-3-
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On Novernber25, '1980,; it issued one .on research' jotirrt.

ventures. Much has been written about, thisi'guide'"i w,hich

runs to 87 pages plus appendi.ces-.' ,,:rts:adv'ice 'cannot"be

digested, wi thin:thelirrlits:ofthis overview,' however ;f:the:

ultimate question tnbe .assessed .i.s. whether fparticipati:on>

in joint 'research renders the 'participants: liable for

damages ort-l1ejo'int product vulnerable,(2,L The research:"",'" ""

partners should ask themselves: wiiitheirrelationship

survive challenges by governmental authorities and private

parties? Does it have horizontal or ver,tical:impact in,

the market? Will:the:patents of:the joint;effort:be

enforceable? will .t.he .re'suLt.scof the joint ,effort have

to be offered: for licensing to "all comers? will, the back-

ground technology o.f .the participants become vulnerable,to

,compulsory licensing?:

As a general rule, when the results of the joint

research and the background technologies of the partici.,.

pants ,are intended for licensing to all qua.Li.fded.jappId,-.

cants, the relationship is less likely to, 'trigger antitrust,

(2) An analysis':ofrelevant'Ciiselaw is found.ri.n.d.i.cens i.nq
Law and Business, Report,:fVol "SINo ,2, AUqust,1982

-4-
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undertaking;'It should 'be noted, however,that recent,

court cases have been (encouraging for: innovators whovaeek

fronted which should bedealt',withat the .Lnoep't.Lcn.rof vt.he

7

-5-

SCM"v.<xerox;: 645 F2d. ,1195 (2d,CiL ),1981 and Berkey
v , Eastrllan 'Kodak, 603 F2d263 ('2d :CiL },1979

To summarize;' if ,there is<an antitrust problem at

the inception 'of, the :'j,oint, research,this,f,actmay taint

the value oftheeridproduct t'O the,'participants. I

technical<support 'outside 'theirorganiza,tion inbring,ing

ideas to cpmmercialfruiti'On(3\:

problems. As' ;the participants seek to reserve, some degree,

of exc.lus i.vdrty. foi themselves by terr:itoriak,ortechnical

field limitations" difficultantitrust questions are con-

(3 )

are a hopefu.Lvs i.qnof'o.r .'Amerlcanccompanies.'Moreover,

suspect there ,is riot as much risk.o f this consequence in

Japan as,in'theUriiteds,tates" but ,there: Ls.ihcpe ,U.S,

laws will be applied less arbitrarily and more predictably

in the future. certainly the research venture guidelines

recent legislative proposals,<if'passed,by Congress,' would

require moie,stringenttests of effects on foreign commerce

for application of',antitrust laws to'joint R&D 'agreements.
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SCOPE AND DURATION OK UNDERTAKINO' ,

I f we" assume :t.he, parties. have exsmi.nedvand. .found vthe i r

intended relatronship survives antitrust .sc.rutiimy;. it, is

important to anticipate the balance of iriterests affecting' "

the working interface at each stage of the joint R&D under

taking. Withinpraetical: limits the: parties: should· provide

various options" bai.Lout.s arid'failsafetermrnatron,possi-,

bilities to accbmodatepOtentially changing:'circumstances

of the parties:with'time:

Finally,it .appeans in anyceventthat American and. Japanese

companies have greater free'domi in: 'settiirgbbjectivesand' ,

defining ri'ghts, that: ,flow .from jointTesearch:thairis

possible betweentwOi'American companies' of like ,'stature'.

-6-

The immediate: orfirst'stagebf a:joint :R&D, under--:

taking is what I :term:·the, problem aoLvi.nq' 'or' research phase; .

Many success fuL- j oi.nt; R&D relationships LnvoIve 'only. casual

commi tments',o{.,the,:parties: to the joint 'R&D: goals; , An

example is discretionary exchange okindependently developed:

data. Obviously, the roles oDthe>partiesneedto be more

extensively:defiried:as:expectations'andreliariceincrease:



In de·firring their, roles', .. thep.arti",s may be able to

set forth. complete•.wprk .pLans ab the onset of re.s.earch,

but it is more .likely.they.wiILwantto ,·r.emain;:flexible.

and operatecthrough·.commit:beesorrepL·esent.atives, tha:b'

plan :bhe direc:bions of joint effort as new da:ba and

opportunities unfold. Since respectiv;e::effortsof:bhe

parties. .may ·no:b:.always. be .ha.Lanced: t.hrouqhout.ian ..entdre.

program, some' account.i.nq regime, to calculate. balancing

payments;' may be desired"

As', the:join:b.efforts.proceed t.hr'ouqhrddacovez'y;

testing r developmental stages, cons i.der a't i.on' of uLtii.matie

commerci.aL developmen:b mayibeoome 'feasible A:b t.ais,

point, :bhe joint program may termina:be, wi:bh each,par:by

:baking away its technological bargain. If :bhe joint

undertaking shoukd.cont.a.nue Lnt.o-acccmme.rcaaL. phaseji,

discussions wilL likely be'reopened:bo, accommodat.e rthe

possibility of: .chanqed..cfrcumscances:...ofthe partdee ,

economics of', t.he times and consideration. of :b!'ejointly

deveLoped: ·informa:bion, Because oneipar-t.y may chance .Lt.s

position..on 'proceeding with. the en:bireproject, it is

important::bo:planfor:.this:.con:bingency l::!y pro\Cidin%.th.e

other party with suitable options to protect its investment.

-7-
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The joint, researchwill{ most; likely 'be, conducted' ' , "

under mutual secrecy obligations: to;.preseive:, the'pro~

prietary nature of new discoveries and background com

munications, These ter\1fsare;standard but .t.here: 'are '

some special:exceptiohsxtosecret;ythe parties/should

consider. F referxto: exceptions; for .compulsory dis;'"

closure of infnj-mationby operation of' 'law' .orrcount;

order and the' remote but possiblecompulsorydisclos,ure,

of safety and :healthdataxto,;governmental'agencies:"

These situations' may' be.cove.red' by:"forcema:jeure

principles but uncerjra.irri tyio3; avoided by;a:ddressing

these issues in'the'Agreement

Assuming that the a.reas ofinves,tigatioh have, been"

defined and each party diligently ca"ries out its as s i qn-.

ments, technical· resulcts, of the j.oint'·effort will: begin""

to flow in due.rcoursec: provisions: should be made for

reporting these'resuLts and :the:identificatibn<of any,

d.i scove.r.i ee.vor inventions': Inthis~cbnnectj;_on/'_the'

part i es vshou.Ld Consider 'the 'time windo,woVer,Mhich

foreground: inventions ',may be, made: , 'Do they want to

inclUde some period 'after the'close of a:ctive research?

Also, what will be the test of relevance? App l i.cab i'Jrit.y.

.'

-8-
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to the technicaLfieldO'being' mutually, explored or; a

broader deriviative; Lnfo rmatriori' b,as,is,?-';

The complexities oL,patentharvesting ,wilL assure

that patent attorneys for tihe. Ji3.pane,s,e .and Amar i.can par"

ticipants wi,lLearn'their sa.l ar i.es. It is practically

impossible to anticipate all .ques tdons affecting this;

subject by,agreemeht., NeYertheless,carefulattention

should be giventoguestions, of ownership; .and licenses

in the foregroundres)llts 'of the; j,oint,e,ffort", Where

will the patents; be filed' first? Whicp' party,will

prosecute? How will U.S. best-mode,reguirementsibe

satisfied if a party does not wish to publish back-

ground technology? Is the invention of party B an

improvement of the technology of party A? Is there.
joint Lnverrtonship: and, ownership? The; laws,lof.,each,

country are specific ,as ,tbrights and,necessity,for

agreement of, the;.parties regarding the p.roaecutri.on

maintenance, licensing, and .enf'o.rcement; of,such,pa,tents.

What about reversionary rights' in, t.he event, one party

wants to give up? How,wilLexpenses, Li.censLnq fees"or

infringement, damages beidivided? ' •,Who i pays., inventor '

comperis atii.on.?'

-9-
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My adyice .is to, Leaveva lot Ofthes,e"guestiop.'" open

for good faith bargaining at the time -a, deca.si.on is needed..

This is not to say that certain options as to major objec

tives should not be covered by agreement. For

two p ar t.nera may be well, .suit.ed, for joint research, but

one of them may .be unable to fUllycapitaclizeor otherwise'

adequatelYf''1ploit its share of the, technologYColl a"world

wide basis. Toillus,turte ,j'llrther", par-trier, A, .may patent,'

a process which initself ,is,a ,market for, a .p.roduct; 'of

partner BPartnerB, will,natllrally, ,want the, t.echnoLoqy

to be Li.censed and ,exploited as,'wideJy,aspossible, ill

order to expandits,mo'17ketbut"partner Ampy lack the

desire or capalJilitytoproceedwi;thdeveloprnellt. ' ,A

potential GOllflictin, inte17ests of thisnature,shoul<:l be '

.an.ti c i pat.ed.vand ways,<s,01l9ht,tq,preseIXemu,tu,al 'illcelltives,.

As possibilities, pacr,tnerA rnightl:>e comm i t ted ,to due <:lili-, '

gence or partner .B giyenterri.tqrial rights olltside, the ,

marketing cppabilities ,0LA

Another major topic that should be addressed, in con_

sidering cross-options to allow for unimpeded access to

the total horizons oC<:leYelqped technoJogyis th!', background

technologyoLeach reSearch participo'llt., Ca,,!'flllpl,mning

-10-
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and draf't.smanshtip-ra're 'required if the 'fruits of the 'joint

research,'..arevno t to' spoil' On the' vine ..'

LEGAL ENTITY'

After deciding the scope and objectives 'for a joint

R&D undertaking, the parti'es'shotild givesoine corrs i deza>

tion toits'legalforJn'.' Should a separate jointly' owned

legal entity,'or, a fo rma'I' partnership'becreated Or should

the parties,retainindependentbontractox<status. 1f·'

the work pursuant'totheundertakingistooccurinboth

united States and Japan andthe.extent'ofsharing results

will be somekind·of cross licensing or 'assignment of

proprietary interests, 'the parties 'maywant; to retain'

independent' cont.ract.or status" each being solely responsible'

... for, ..i tsoWli' use'andlic:ensirigof thetechhology,. To'this

end, the parties "should'considerc:lauses dec1aringthe

independent contractor status of their relationship and

cross indemnification of any claims or damages that' may

result from the other's use of the technological fruits

of the joint effort.:

If'the'pa:rtfes' contemplate sharing of 'royalty

income or'0therwisec:ooperatiVely exp1 0 itingtheirestilts.

-11-
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of the joint R&D a's wel1asi3harfng'itscbsts ,the <arrange"

ment may be viewed' under U. S'. law' as a' 'paitriership regaid'"

less of how the re1.a£iorishi~ischaiac'teiized;byagreenient

of the parties, AriHcipatiIig'such'a' possibility, the

partners may wi-s'h' ",;,t,b""coh::idYde:r) i-ricbrpo'tating the' endeavor'

to gain the advaIi'tagesoflimited' liability but' tax corr-"

siderations POi nt up 'a 'potential trade"'offr'

While it is po'ssLbl.e to preserve research expense

deductibility f'r'omrt.axab l.evincome for j oiritowhersof'

an incorporated entitycbhductihg jointR&D,there is

also some risk that the U.S. Internal Revenue Service

will challenge current deductibility. If the IRS is

successful the rese'aichexpehditures' wouLdTiave vt.oibe

capitalized" arid amortized over time§eriod, Inother

words there may be tax cClstsfoi lirriitedliabi.lity.

If ilie work i.s to pioceed'uhdei the auspices of'a

formali.zed legal'eritityih Japah, ilieArrieric::an partner

will face questions as to whether ' it should 'parti.cipate

directly, 6f'iridiiectry thiough'a local subsidi.ary in

Japan. As eal?li.eimehtioned' ''fiorna U; S antritrust

viewpoint, the'1.ocatioIloFtheactivities aridvjoi.nt;

-12-
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venture .Ln Jap"n" may "l:toj<more" flexibili i;y In "'IlY

event, eac:h,R.:E. t.heae ",:tterIlai;iv",s.have impo",i;iint

potentia:t,;t;ii:KCpnsequ"'Ilcesthii.t ",eqllire car",fll:J.1ong

term planning. r:resUmiil:>lycthe partie"wi:J.l..want; to

currently 4educ;t,expens",sfpr,r;es"'iirch from. taxable

income, avai.L, t:t;l~,msel;ves of-tax cr.edit incentAv€:s:in

their home countries aI1d·end up with oj<n",,,,ship of.the

fruits of the joint R&D in a strategic entity. "The

American company, forexiilllPle".,may ,j<ani; own.e"'''hip in

an entity whpse;'ncpmef.rom the R@willquiiJif" as

foreign sour'ce Lncome tp"theparent cpmp,any.

CONCLUSION

In thissho",ttime;we have onlyt,akellapeek at

the kinds 0.:E quest.ions, iiffecting American "and 'J"iipaJ;l,e,,,e

partners in jointR@. I thinkthe·future of such

undertakings for American and Japanese companies is

more promising,.tod.aythan it ever.hasbeen, i I1 the past.,

The antitrust risk under U.S . ,laws for suchacti,vities

has been clarified and the" trend is; ,toward mqre"st",il~gent,

application yio:J.at:i;pnc:riteria, Veri;:i;cal r e Lat.i.onshaps

are relatively safeanq even ho",izpntiil;r",lationship"

between potent:i;iil.q:ompetii;ors, ;§o.d'\I1,\ge",ou" :i;Ili;he

-13-
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United States, may not be as much of a problem for

Japanese/American joint undertakings in Japan. While

details will be dictated by circumstances of the parties

and objectives sought, joint R&D agreements should focus

on specific roles in planned research! options upon

fruition and rudiments of joint exploitation of the

results, should t.hin be the desire of the parties and

legally possible. Principle topics for agreement include

secrecy, limitations on use of foreground technology I

patent disposition, contingency of joint inventorship,

and definition and relationship of background tech

nologies of the parties to foreground objectives.

A clear understanding between the parties as to

.their.respective objectives, resulting technology

prerogatives and markets, will aid in the resolution

of numerous questions that undoubtedly will arise out

side agreement formulas. And finally, there is no

substitute for mutual good will of the parties in

dealing with unforeseen events.

-14-
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BILLIONREVENUE~ FOR SUCH SOFTWARE HAD" 'GROWN
,~~~,> ......~ .. ,-.'." '• .' ~;.'~ '"".'":'~"."C.' ,"", ...,.

THE INDUSTRY EARNED $102 MILLION DOLLARS IN REVENUES FROM

HOUSEHOLD APPLIANCES, CAMERAS AND AUTOMOBILES TO THE

PROGRAMMING CONTAINED IN MICROPROCESSORS USED TO CONTROL

RECENT INTERNATIONAL DEVELOPMENTS IN THE

PROTECTION OF COMPUTER PROGRAMMING

RAISED OBVIOUS QUESTIONS AS TO HOW THIS TYPE OF

STAGGERING."

CONTINUE TO GROW AT AN EXPONENTIAL, RATE IN THE FUTURE. NOT

ONLY IS THE MARKET" VERY LARGE AND GROWING, BUT THE

INVESTMENT BEING MADE IN'COMPUTER PROGRAMMING IS TRULY

PACKAGED" SOFTWARE FOR COMPUTERS'"'AND BY 1982: INDUSTRY

COMPUTER PROGRAMMING IS ONE OF THE NEWEST TECHNOLOGIES.

IT HAS EXPLODED IN'TECHNICAL, ANDcoMMjmcfAL IMPORTANCE

DURING T~k'LAST TENykI~s. PH02~:I:k'2HAS INVADED AND

DOLLARS. no. REL;LA13LE, SPURGE PFINlfORMATI.QN, FOR THE

WORLDWIDE MARK'ET'EXlsTS,BUTITls ESTIMATED TO BE IN

EXCESS OF $3 .'kk:r£i.fb~' DO£U'~SdFOR 1982. THE MARKET WILL

THE INCREASING IMPORTANCE OF COMPUTER PROGRAMMING HAS

EXTREMELY SOPHISTICATED PROGRAMS I~,LARGE ,COMPUTERS THAT

CONTROL WORLDWIDE coMMtrNlcATIONS' NETWORKS AND SPACE

FLIGHTS. FOR EXAMPLE, IN THE ;dh:rTkbSfl\.f~S ALONE, IN 1971

'BECOME AN INTEGRAL PART OF EVERY TECHNICAL ART - FROM THE

420
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INTELLECTUAL PROPERTY<CANAND:SHOULD: BKPROTECTEDi,' MUCH<

HAS BEEN WRITTEN CONCERNING::THE'PROSAND :CONSOYPATENT,

TRADE SECRET<AND COPYRIGHTPROTECTION/AS,HELL AS<THE: ", "

POSSIBLE:NEED FORA COMPLETELY NEW PROTECTlOR SYSTEM. I Doe'

NOT INTEND :TO :REPLOUGHTHATGROUND' TODAY'."RATHER'"IWOULD

LIKE TO CONCENTRATE:ON 'THE VERY,RAP'ID 'DEVELOPI>1ENTS :TR:THEP

COPYRIGHT T,/lW /lS:'/lPPT:IED'TO COMPUTER :PROGRAMS :THATARE

TAKING PLACE THROUGHOUT.,THEWORLD;:.: I :ALSO, WOULD::bIKETO ,:"'::'" '."

SUGGEST ,THAT WE AS INDIVIDUALS: AND PIPA<ASANORGANIZATION:" .'.

SHOULD': BETAKING:ANACTIVE :PART'IN' THE:DEVELOPMENTOF'THIS:

INCREAS INGLY'IMPORTANTAREA'OF,INTELLECTUAL :PROPERTY:LAW:. ':, ",.

- 2 -

A COMPUTER: 'PROGRAM: IS 'A: UNIQUE PIECE 'OFINTELLECTUAL'PROPERTYi'

ONCE THE GENERAL:IDEA OR 'CONCEPT FOR APROGRAM.US 'DEFINED;:

" "'"""" "THE, MAJORCINYESTMANET, IS::..INVOLVED;: IN : EXpRESSING: OR WRITING

THE PORGRAM IN:THE'FORM·OF :CODED:STATEMENTB WHICH: ACTUALLY

CONTROL THE COMPUTER•. :THE' WRITING'"TEST'ING AND:DEBUGGING

OF THE CODE REPRESENTS: SOMEWHERE 'BETWEEN 70'% ,AND:80%<OF::THE:: <:

TOTAL INVESTMERT::IN' CREATING A TYPICAL':COMPUTER :PROGRAM.':'

THUS, FROM A BUSINESS STANDPOINT, A MECHANISM IS REQUIRED

FOR PROTECTING THIS INVESTMENT EVEN THOUGH THE DATA PROCESSING

CONCEPTS OR :IDEAS ON WHICH', THE PORGRAM,ISBASED,ARE NOT

PROTECTABLE; PROGRAMS::ARE, UNIQUEdN 'THAT THEY:ARE EAS'IbY ,

RJ')?I\OPUCj';jJ:AT MINIMUM ccse.: :ABOUTALL IT :TAKES, A': ,TAPE

OR A DISC DRIVE;, :'THEREPRODUCTION PROCESS,::IS::ESSENTIALLy

THE SAME AS MAKING A COPY OF MUSICAL TAPE OR MUSICAL'RECORD.



\
THESE UNIQUE'. CHARACTERISTICS: HAVE:'LED: ,TO A GROWING:

AWARENESS ANDC'APPLICATION, THAT COPYRIGHT PROTECTION 'IS ,THE'

BEST MECHANISM::FOR PROTECTING: THE INVESTMENT' IN COMPUTER

PROGRAMS. I DO"NOT PLAN'TODEBATE THE MERITS , OF COPYRIGHT

VERSUS PATENT AND ,TRADE SECRET PROTECTION. OTHER THAN TO

NOTE THAT;:PATENTS,PROVIDENOPROTECTIONFORTHE VAST

MAJORITY OF PROGRAMS ;WHICHiDO :NOTMEETTHECREQUIRED

STANDARDS 'OF NOVELTY:; ,i WHILE 'PATENTS ONiPATENTABLE

PROGRAMS' CAN PROBABLY BE OBTAINED :IN ,THE UNITED :STATES AND

JAPAN, PROGRAMSAREi'SPEC,IFICALLY DENIEDPROTECTIONiUNDERTHE

EUROPEAN PATENT CONVENTION: AND THIS MUST' BE OF, .CONCERN'. TO

ANY COMPANY OPERATING ON AN INTERNATIONAL BASIS. TRADE

SECRET," PROTECTION "IS NOT VIABLE FOR COMPUTER :PROGRlU'lS, 'WHICH

ARE WIDELY :DISTRIBUTED:TOTHOUSANDS AND PERHAPS ':NILLIONS' OF

USERS. iE.RECOGNIZETHAT MORETHAN'ONEEORM OF .PROTECTION

MAY BE APPLICABLEi'T.o ,ANY',GIVEN CONPUTERPROGRAM,'BUTI

STRONGLY:,SUBMIT THAT: COPYRIGHT MUST FORM'THE BASIS OR

BACKBONE OFlANY' BROADBASEDSYSTEMFORPROTECTINGTHIS

UNIQUE ASSET:' THE 'COPYRIGHTiRIGHT IS EASY TO PERFECT AND

EASY TO ENFORCE;

RECENT LEGISLATIVE ACTIVITY AND,COURT DECISIONS IN THE

UNITED STATES, GERl'IANY, JAPAN AND OTHER COUNTIRES CONFIRM

AllIABLE PPRR(OTECT,ION l'IECHANISl'I FOR CONPUTER

PROGRAMS. ,i 'LET'S EXAl'IINE THE' RECENT DEVELOPl'IENTS ON A

COUNTY-BY-COUNTRY'BASIS:

- 3 -
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THE UNITEIJSTATESHAS IlEENVERyACTIVE /ON BOTIl THE

LEGISLATIVE' ANDjUrifCiAL FRONTS: INIJECEMIlER, 1980'

AMENDMENTSWEREMl\DE'TO'TIlE'COPYRIGHTLAw'WHICIl'EXpLICITLY

CONFIRM THAT COPYRIGHT/PROTECTION IS AVAILABLEE'ORCOMPUTER

PROGRAMS. THEy/AtsOLIMIT ANIJ'IJEF:tNE "THE "'R:TGH'l'S OF" A' BUYER

OF A PROGRAM ""'I.E;IlE cAN COpy THE 'PRoGRA.'1,iNTO ONLY ONE

COMPUTER AT ONE TIME. IF HE LATER TRANSFERS THE PROGRAl4,

HE MUST TRANSFER ALL COPIES AND CANNOT USE A COPY IN HIS

COMPUTER. THE TEXT /OFTIlESEIMPORTl\NTAMENDMENTSIS SET

FORTH IN THE APPENDIX TOTHi§PAPER.

UNITED STATES

WHILE NOT AS YET ENACTED/INLAW,SEVERAL OTHER LEGISLATIVE

" , M' CHANGES ARE BEING CONSIDERED. A FIRST SERIES OF AMENDMENTS

IS SUPPORTED13Y,THEAssbdtATlON FOR DATAPROCESSfNG

SERVICniGORGANIZATIONS fONE OF 'THE LARGEST AND MOST

INFULlJENTfAL'COMpUTER USERS' GRouPs.) 'THESE FURTIlER

AMENDMENTS' ADOPT 'THEWIPO 'DEFiNITIONS ' FOR' PROGRAMMING;'

THEY ALSO MAKE'ITCLEAR THAT TRADE "SECRET RiGIlTSAREWjT

LOST SIMPLY BECAu'SEA"'PROGRAMIS SUBJECT TO 'COpYRiGIlT

PROTECT ION • THE 'SECOND /PROPosEDc!lANGEwoutl) SUBSTANTIALLY'

INCREASE THECRIMINA:L PENALTIES/FOR/MASS' 'COMPUTER PROGRAM

"PIRACY. FOR EXAMPLE, UNAUTHOR:rZl>IlRl>J?RoDUCTION OR

DISTRIBUTION OF MORE THAN 65 COPIES OF A COMPUTER PROGRAM



- 5 -

THE MOST INTEl'EST,ING,DEyELOi'MENT'SHi\oVE ',BEEN.tN,T,H,E .:r,UqICIi\oL'

AREA. NO LESS THAN NINE DECISI,ONSHAyE,BEEN >ISSUED"DU,RING

THE PAST TWO YEARS. THESE DECISIONS BEGIN TO DEFINE THE

REMEDIES, .lWi\oILi\oBLE U,NDER THE COi'YRIGHT ,LAW,

WITHIN A PERIOD OF 180 DAYS WOULD BE PUNISHABLE BY AF,INE

NOT TO EXCEED $250,000 DOLLARS, AND/OR IMPRISONMENT FOR A

TERM NOT TO EXCEED FIVE YEARS • AUTIjORSAND l~l'KETERS,OF

SOFTWARE FOR PERSONALCOMPUTEl'S ARE VEl'Y INTERESTED IN THE

PASSAGEOF;,THI,S, >;r,EGISLATION,. ,IT IS, NOT, ,POSSIBLE TO PREDICT "

WHETHER THESE CHANGES ,WILL BE ENACTED,DUl'ING,THENE,i{T

SESSION OF;"THEU. S ,CONGRESS i BUT ,THEY DO "HAVE" ST,RONG

BACKING AND, SllP:PORT "ROM ,SOFTWAl'E. ~UTHORS i , M,i\oRKETERS AND

USERS.

IN DATA CASH SYSTEMS, INC. VS. JS & A, GROUP" INC.

DEFENDANT HAD COPIED A'SEMICONDllCTOR CHIP OF THE, PLAI/lT,IFF,

INCLUDING THE PROGRAM EMBEDDED IN \ T,HE CHIP. THIS PART,ICULAR,

CHIP WAS USED IN A ,HAND-HELD CHESS GAME. ' THE APPEALS COqRT

DISMISSED THE CASE SINCE A COPYRIGHT NOTICE REQUIRED BY THE

LAW THEN IN EFFECT HAD NOT BEEN APPLIED, ,TO THE CHIPS.

HOWEVER" ,THE STRONG Il~PLICATION, WAS THAT IF THE, NOTICE HAD

BEEN APPLIED" COPYRIGHT INFRINGMENT WOULD HAVE BEEN FOUND

424
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COMPUTER PROGRAMMING, IS USUALLY., WRITTEN ,AS, SOURCE CODKIN

A HIGH LEVEL, LANGUAGE. THj;:SQURC,E ,COpE IS THEN: COMPILED

OR TRANSLATED CALLED

OBJECTCOD.E,WHlcH ACT,UALLYOPERA':!'ES THE COMPUTER, IN

OBJECT CODE STORED IN THE ELECTRONIC,MEMORY,()F ANID.EO

GAME IS COPYRIGHTABLE SUBJECT MATTER ACCORDING TO THE THIRD

CIRCUIT ,COURT OF ARREALS IN, THE WILLIAMS, ELECTRONICS ,vS,.

ARTIS INTERNATIONAl, INC.DECIDEDI,N ,AUGUST,OF THIS YEAll.

THIS IS THE CASE MENTIONED BY JIlR,' GILKj;:S"DURING HIS

PRESENTA':!'I()N ,9N,\'iEI:lNESQl\X,UiflIS~MAT~Uij;:RLWI:r+_ E},E THE SUBJECT,

OF FURTHERC()NSIDERi\TION,IN THE PENDING pASE 9FApPLE, ,COMPUTER,

INC. VS • FRANKLIN COMPUTER ,CORP. WHEREIN",:!,HREE DAYS E}j;:E'OIlE]

THE DECISION IN TilE, \'iILLIl\MS CASE,JI,r.O\'ij;:RCOURT RE:FUSED. TO

GRANT A PRELIMINARY INJUNCTION AND EXPRESSED SOME DOUBT AS

TO THE COPYRIGHTABILITY OF OBJECT CODE.



CASE DECI[j;EDWITHIN ,TH;E,LASTSEVER1l.L'MOTHS ,GCA 'CORP. iV'S.

CHANCE, THE ISSUE WAS'\'IFIETH;ER'A COPYRIGHT ON THE .sOURCE'

CODE PROTECTS 'THE OBJ;ECT cons. ':"THE COURT HELD THAT IT DID""'

I.E. THE OBJECT CODE/Is', INEFF;ECT/ A DERIVATIVE WORK OR

REPRODUCTION'OFTHE.sOURC;ECODE. 'IN DISCUSSING THE 'MATTER ,

OF SOURCE CODEVERSl.lSOBJ;ECT' CODE 'PROTECTIoN'wfTHAN

EMINENTJApANES;ELAWY;ER,HE CHARAcTERIZED THE S ITlJAT ION AS

BEING THE SAME AS A PRETTY GIRL WEARING DIFFERENT'DRESSES 

THE SUBSTANCE IS THE SAME. I THOUGHT THIS WAS A PARTICULARLY

NICE WAY OFvISl.lALIZINGTH;E'Q@STIONINVOLVED.

A SERIES OF ,'U. S. CASES INVOLVING THE VISUAL DISPLAY OF VIDEO

GAMES IS OF SIGN,IFICANCE. IN THESE CASES THE PLAINTLFF'

CLAIMED COPYRIGHT INFRJ:NGMENT BASED ON THE VISUAL DISPLAY

THAT IS PRESENTED ON THE 'SCREEN TO THE USER. A 'RECORDING

OF THE VISUAL PRESENTATION IS DEPOSITED WITH THE COPYRIGHT

OFFICE RATHER THAN THE SOURCE OR OBJECT CODE. THESE CASES

HOLD THAT THE VISUAL PRESENTATION "IS ITSELF SUBJECT TO

COPYRIGHT PROTECTION.

IN THE CASE OF STERN ELECTRONICS, INC. VS. KAUFI1ANN ET AL

THE LICENSEE OF A d'ApANESEOmlEROF THEV'ID;EOGAl4E

n SCRAMBLE ,i OBTAINED A'PRELIMINARY' INJUNCTION AGAINST THE

AUDIOVISUAL WORK: THE COURT STATED'THEAUDIOVISUAL DISPLAy

IS APPROPRIATE SUBJECT FOR A COPYRIGHT EVEN IF THE

UNDERLYING COMPUTER PROGRAM IS NOT COPYRIGHTED.

- 7 -
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THE MAIN ISSUE 'PRESENTED 'IN THESE'ieASESi 'IS 'WHETHER"THEFOIlli

OF EXPRESSION IS '''-FIXED'' AS REQUIRED BY' THE 'COpY'RIGHT'IAW'i

SINCE THE PLAY MODE OF,THEGAMEISINTERACTIVE,AND'THE

DISPLAY VARIES WITHiTHE'SELECTIONS OR ,MOVES iMADE'BY/THE

OPERATOR. ONE DECISION LIMITED COPYRIGHTPROTECTIONITO THE

SO CALLED "ATTRACT"! MODE/WHICH IS INVARIABLE; 'BUT THE' MORE

RECENT CASES HAVE EXTENDED PROTECTION TO BOTH THE ATTRACT

AND PLAY MODES. THE LATER DECISIONS STATE THE PROGRAM IS

STORED OR)'EMBEDDED'TN),A SEMICONDUCTOR CHIP' AND 'THEREFORE IS'

"FIXED" ; EVEN'THOUGWiTHESpECIFIC,ROUTINES EMPLOYED AND,"

THEIR ORDER OF"USEi'ARE DEPENDENT UPON ,USER INpUTS.

IT IS BASIC THAT iCOpYRIGHTS,DO NOT'pROTECTiCONCEpTSOR

IDEAS. BUT HOW CLOSE DOES ONE PROGRAM HAVE ,TOi 'BE',TO' .'

"'" ANOTHER TO BE ,A COPYRIGHT, INFRINGEMENT? IN THE CASE OF

ATARI INC. VS,O' AMUSEMENT WORLD' ,THE',COURT'CHARACT£RIZEDTHE

COpYRIGHTEDiGAME 'AS .ONE' ''INWHICH',PLAYERS COMBAT' SPACE ROCKS

AND SpACESHIPS;AND'FOUND THAT GIVEN THE IDEA 'ANDi THE

MEDIUM, THESIMILIARITIES BETWEEN THE TWOGAMESiWERE'

INEVITABLE, AND DENIED 'INFRINGEMENT,'

A DIFFERENT RESULT WAS REACHED IN ATARI, INC. VS. NORTH

AMERICAN PHILIPS CONSUMER ELECTRONICS, DECIDED MARCH 2, 1982

BYA CIRCtiITcOtil\'J' QE:lI,JI>JI>E;AJ:,f'>, .:II'!, ,WHICH K. C. MUNCHKIN

GAME WAS HELD TO INFRINGE THE PAC-1m GAME. HERE THE COURT

- 8 -
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CHARACTERIZED THE ,PLAINTIFF'S GAMEBROADLY,ASW,MAZE' CHASE

WITH A CENTRAL"GOBBLERFIGURE' AND' GHOST ,OPPONENTS ; IT) 'FOUND '

THE SAME ELEMENTS::IWTHE DEFENDANT'S GAME AND GRANTED,A

PRELIMINARY' ,INJUNCTION. THE ,UNITED 'STATES SUPREME COURT

WAS ASKED TO REVI,EW THIS DECISION, BUT ON ,OCTOBER 5 IT

REFUSED TO HEAR THE CASE 'AND THE INJUNCTION REMAINS IN

EFECT.

IN ANOTHER;mECENTU;S / CASE, MICROPRO' AND' DIGITAL, RESEARCH

WERE SUCCESSFUL::IN::OBTAININGRELIEF, INCLUDING A ,PERMANENT

INJUNCTION AND $2,50,000 DOLLARS IN DAMAGES, UNDER THE 1980

AMENDMENTS TO THE U.S. COPYRIGHT ACT AGAINST A CERTAIN

INDIVIDUAL AND,COMPANIES,WHOWITHOUT,LICENSE WERE REPRODUCING

AND SELLING THEIR PERSONAL COMPUTER80FTWARE

ALSO, THERE;HAVE"BEEN, ,TWOPROCEEDINGS"BEFORE' 'THE,"U.8:,

INTERNATIONAL: TRADE',COMMISSIQN INVOLVING JAPANESE TECHNOLOGY

LICENSED TO A .U.S. "MANUFACTURER WHICH RESULTED IN, ORDERS

BANNING IMPORTS,.INTOTHE.U;8; ,OF CERTAIN ,INFRINGING VIDEO

GAMES. THESE CASES INVOLVED BOTH PROGRAM COPYRIGHT',.

INFRINGEMENT AND TRADEMARK INFRINGEMENT.

- 9 -
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GERMANY

THE SITUATIQN<IN;,GERMANY:IS UNSET,TLED, BUT,ITCHAS,'BEEN

CLARIFIED BY RECENT ,COURT rDECISIONS ;,AND IS ,EXPECTED TO BE '

CLARIFIED EVElj;,'FURTHER IN THE';ljEARFUTURE;'IW,JUNE; 1981',

THE MANNEHEUI )REGIONAL. ,C,OURT 'RENDERED)A DECISION INDICATING '

THZlT PROGRAMS ARE NOT 'SUSCEPTIBLE TOP110TECTIOlj UNDER 'THE

COPYRIGHT LAW BECAUSE PROGRAMS ARE NOT AN ARTISTIC WORK,

AND DO NOT HAVE THE NECESSARY ,CREATIVITY ;:THIS )WAS ,THE

FIRST PUBLISHED 'COURT DECISIONINGERI1ANY,CONCERNING

COPYRIGHT PROTECTION·FORoCOMPUTER SOFTWARE; THE ,RESULT

CAME AS A SURPRISE; SIJ1CE THE ,GERMAN'ACADEMICTOMMUNI,TY AND

THE DEPARTMElj,T "OF JUSTICE ,OF THE GOVERNMENT',HAD SPOKEN "IN

FAVOR OF COPYRIGHT PROTECTIQN;P,ORCOMPUTER PROGRAMS. THIS,

"CASE IS NOW UNDER APPEAL TO THE KARLS RUE STATE SUPREME

COURT, AND A ;DECISION ,IS EXPECTEDSHORTLY'AFTERTHE.FIRST

OF THE YEAR.

HOWEVER, THEREHAVEBEElj;:SUBSEQUENT DECISIONS IN; GERMANY

WHICH AFFIRM ;THE COPYRIGHTABILITY"OF COMPUTER PROGRAMS.. IN'

TOTAL, THERE 'ARE FOUR DECISIONS RELATIVE TOTHIS;SUBJECT,

THREE OF WHICH; WERE, HAN,DED 'DOWN BY, REGIONAL COURTS, !AND ' THE

FOURTH BY A 'REGIONAL 'LABO,R COURT; "ONLY'THEMANNEHEIM

PROTECTION. TWO OF THE DECISIONS (KASSEL AND SCHLESWIG

HOLSTEIN) ASSUME THAT COMPUTER PROGRAMS ARE PROTECTED BY
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THE MAJOR ISSUE ,IN :GERMANY',ISWHETHERACOMPUTER 'PROGRAM

HAS INTELLECTUAL,AND'j\:ESTHETICSUBSTANCE SO THAT IT 'IS

SUBJECT TO COPYRIGHT PROTECTION . JUST: BECAUSE A COMPUTER

PROGRAM'IS ,RELATED TO 'A TECHNICAL FIELD IS,"NO REASON TO

DENY IT COPYRIGHT PROTECTION. A SCIENTIFIC ARTICLE ' ORA

TEXTBOOK:TS NOT ,DENIED COPYRIGHT 'PROTECTION. "

- 11 -

COPYRIGHT. THE MOST RECENT DECISION (MOSBACH) SETS FORTH

DETAILED REASONS WHY COPYRIGHT PROTECTION APPLIES. IT

COMPARES THE: CREATION:OF A PROGRAM'TO THE WRITINGOF>POET,RY;

THE RULES OF GRAMMAR AND SYNTAX:'IN 'WRITING POETRY 'ARE','

LIKENED ,TO THE 'RULES 'THAT: AREIMPOSED'ON,'A PROGRAMMER WHEN

HE CREATES A>PROGRAM; IT ANALYZES THE MANNEHIlIli(:DECISION

AND l'TNDS"THAT'TT IS'WRONGi'AND CANNOT ElE"FOLLOWIlD;

FOR THOSEDESIRING;A"MORE DEFINITIVE:AND THOROUGH TREATMENT

OF THIS ISSUE AND THE CURRENT STATE OF AFFAIRS IN GERMANY:,

I HIGHLY RECOMMEND THE RECENT ARTICLE BY EUGEN ULMER AND

GERT KOLLE WHICH, liAS ,RECENT,LY ElEEN"PUElLlSHEDUIN'THE'GRUR

INTERNATIONAL 'JOURNAL; THIS, ARTICLE BYINTERNATIOW\LLY

RECOGNI ZED COPYRIGHT,': SCHOLARS'ARGUES :VIlRY'PERSUASIVIlLY,AND

FORCEFULLY:THATCOPYRIGHTi'PROTECTION' APPLIES, ,TO COMPUTER

PROGRAMS. I ALSO' UNDERSTAND AN EFFORT IS" BEING MADE "TO
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JAPANAND/'OTHER ,COUNTRIES

BEFORE COMMENTING 'ON THE 'SITUATION IN JAPAN" A 'FEW<REMARKS"

ON THE STATUS' OF ACTIVITY IN THE UNITED 'KINGD0l4,CANADA ANEl

TAIWAN ARE IN 'ORDER,', THE U.K;<AND CANAElA ARE TN THET

PROCESS OF: REVISING THEIR COPYRIGHT LAWS; 'AND TN BOTH'

COUNTRIES GOVERNMENT POST~TON PAPERS INDICATE/EXISTING

COPYRIGHT LAWS APPLY TO COMPUTER PROGRAMS. HOWEVER, TO

REMOVE ANY CONFUSION OR UNCERTAINTy ,THAT MAY EXIST, IT IS'

PROPOSED TO MAKE THIS' EXPLICIT IN ,THE LEGISLATION. IN TWO

RECENT U.K. TASES, 'DISCOVERY ORDERS WERE GRANTED IN RESPECT :'"

OF ALLEGED COPYRIGHTINFRINGE~IENT'IN 'COMPUTER PROGRAMS.

THIS GIVES ASTRONG'PRESUMPTIONT'--ALMOST AMOUNTING:TOCQURT

FINDINGS - THAT .cOPYRIGHT EXISTS ,IN 'COMPUTERPROGRAI1S.'

LAST YEAR TAIWAN ACCEPTED :COMPUTERPROGRAMS'FOR REGISTRATION;'

AND NUMBER/OF/COMPUTER: PROGRAMS HAVE BEEN SO REGISTEREEl).

IN JAPAN UNTIL RECENTLY THERE' WAS' :NO COURT' DECISION WHICH

ADDRESSED IN/A DEF'INITIVE 'MANNER THE QUESTION OF COPYRIGHT'

PROTECTION FOR 'COMPUTER"PROGRAMS LEGAL SCHOLARS AND OTHER

WRITERS' GENERALLY SUPPORTED UrHKPROpOSITIONTHATCOPYRIGHT,

PROTECTION IS' AVAILABLE, ALTHOUGH :SOME 'DIFFERENCE OFOpnnON

EXISTED AS TO HOW COPYRIGHT PROTECTION EXTENDED TOTOBJECT,

CODE. HOWEVER, I AM INFORMED THAT VERY RECENTLY JAPANESE

",DISTRI,CT COURTS HAVE :J:SSlJ];;D TEMPORARY INJUNCTION OR ATTACHMENT

ORDERS AGAINST COPYRIGHT INFRINGERS IN TWO CASES INVOLVING

VIDEO GAMES. A DISTRICT COURT GRANTED SEGA ENTERPRISES A

- 12 -
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TEMPORARY INJUNCTION ORDER AFTER CONSIDERING THE DEFENDANT.'S

ARGUMENTS THAT A PROGRAM IS NOT COPYRIGHTABLE SUBJECT MATTER

AND THATc·AREADONLY MEMORY IS NOTA TANGIBLE MEDIUM: OF,

EXPRESSTON, WITHIN .THKMEANINGOF. THE JAPANESE COPYRIGHT LAW.

IT IS UNDERSTOOD' THAT, SEGA .. HAS OTHER SUITS PENDING INiTHE

TOKYO DISTRICT.cOURTi'AND HEARINGS.WILL BEHELD,TN THESE

CASES IN EARLY SPRING;'

THE SECOND DECISION INVOLVED NAMCO AS PLAINTIFF. IN MAY OF

THIS YEAR THE TOKYO DIS.TRICT 'COURT ISSUED ,A TEMPORARY

ATTACHMENT ORDER IN A VTDE GAME CASE ON THE BASIS THAT

EITHER THE OBJECT CODE CONTAINED IN A READ ONLY MEMORY IS

COPYRIGHTABLE' OR THA.T THE OBJECT CODE IN THE ROM IS A

REPRODUCTION ,OF THE SOURCE CODE AND CONSTITUTES AN

UNAU~HORIZED .COPY OF 'rHE SOURCE CODE. IN ..JUNE ,1982,

NAMCO WAS GRANTED AN INJUNCTION ORDER THAT STOPS" MANUFACTURE.

AND DISTRIBUTION OF THE INFRINGING VIDEO GAME; THIS IS THE

CASE REFERRED TO BY PRESIDENT OZU IN HIS OPENING ADDRESS.

THESE CASES WOULD SEEM TO CONFIRM COPYRIGHT PROTECTION FOR

COMPUTER PROGRAMS. IT IS IMPORTANT TO NOTE THE SIIULIARITY'

OF ISSUES BEING RAISED IN THE VIDEO GAME CASES IN THE UNITED

STATES AND JAPAN AND THE SIMILIARITY OF RESULT.
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THE MINISTRYIOF,INTERNATIONAL TRADE AND ,INDUSTRY" (MITI)' HAS

UNDERTAKENAN"INFORMAL "INTER-DEPARTMENTAL ,STUDY "AS TO WHAT

LEGISLATIVE 'STEPS "IF. ANY"SHOULD BE TAKEN TO PROVIDE'

ADDITIONAL PROTECTION .FOR 'PROGRAMS ,TN ?JAPAN. THIS ':STUDY

WAS INITIATED IN'RESPONSETO A,SUGGESTION BY A MEMBER,OF

THE DIET THAT MITI SHOULD CONSIDER' THIS MATTER AS'CPART OF

ITS INDUSTRY PROMOTION POLICY • ' "THE IN'I'F:R~DEPARTMENTAL'REVIEWC

MAY RESULT,\IN THE FORMAT,ION?OE A?NORE:FORMAL STUDY GROUP,

WHICH WOULD' INCLUDE LEGAL SClIOLAHS;'LAI1YERSAND,INDUSTRY

REPRESENTATIVES.' MITI,.IS ATTEMPTING TO ARRIVE AT;,A POSITION

RATHER QUICKLY SINCE THE DIET MAY ASK FOR THE RESULTS OF

THE MITISTUDY l'.T,THENEXT SESSION.

WHO ACTIVITIES

ANY COMMENTARY CONCERNING THE INTERNATIONAL STATUS OF THE

PROTECTION PROVIDED COMPUTERCPROGRAMSWOULD'BEINCOMPLETE

WITHOUT A DISCUSSION OF THE ACTIVITIES 'OF 1411'0.' IN 1978 WI PO

ISSUED A BOOKLET ENTITLED MODEL PROVISIONS ON THE PROTECTION

OF COMPUTER"SOFTWl'.RE." THESE PRovIsIoNS? WERE THE RESULT OF

SEVERAL MEETINGS: OF 'AN ADVISORY 'GROOP 'OF NON~'GOVERNMENTAL

EXPERTS HELD DURING 1974--1977. ,IT' IS EXTRE}IELY IMPORTANT

TO UNDERSTAND THAT THE PRUPOSE OF THE MODEL'PROVISION

, '~IS TO ASSIST COUNTRIES ,IN. COMPLEMENTING,ORTNTROIlPC:ING ,

CERTAINTY INTO, THEIR LAWS APPLICABLE TO THE PROTECTION

TO COMPUTER SOFTWARE." THUS, WI PO FORSAW THE NEED TO

ENHANCE PROTECTION FOR COMPUTER SOFTWARE, AND RECOGNIZED

- 14 -
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USIN,G THE' COMPUTER,PROGRA-M',TO l'ROOUCE,THE

SAME;,OR ,A SUBSTANT,IALLYSTMILAR 'COMP,UTER

,PROGRAM OR:A PROGRAM ,DESCRIl'TIOI'I "OF "THE,'

COMPU'I'ERPRQGRAM QR QF"ASUBSTAN'I'IALLY'

COPYING BY ANY MEANS OR IN ANY FORM THE

COMPUTER SOFTWARE;

(Lv):

(iii)

THAT THIS COULD BE ACCOMPLISHED "BY 'EITHER 'AMENDING 'EXISTING'

PROTECTION ,LAWS ;ORBYTMPLEMENTING ASPECIALLAWi, IN;'FACT"i"

TO-DATE, A NUl4BER:OF'COUNTRIES; INCLUDING THE WNITED:,STATES),

HAVE REVISED:ORARE IN,THE'PROCESS'OF:REVISINGi THEIR l'

COPYRIGHT'LAWSUTOENHANCEAND:ASSURE PROTECTION 'FOR COMPUTER'

PROGRAMS;:' BUT NOT ,ONE STATE: HAS ADOPTED r 'GReIS SERIOUSLY

CONSTDERTNG,'I\DOl'TTNGi 'THF:WTl'O,MODELPROVISIONS AS"A SPECIAL

LAW. HOWEVER, THE'WIPO'MODEL,LAW:'PROVISIONS'DO SERVE'AS

A USEFUL LIST 'OF ITEMS OR 'PROTECTION,CONCEPTS THAT SHOULD

BE CONSIDERED IN AMENDING E'XISTING UCOPYRIGHT'LAWS.

THE REASON IS THAT THE WIPO PROVISIONS PROVIQE:PROTECTION

VERY SIMILAR TO COPYRIGHT PROTECTION. THE RIGHTS OF A

PROPRIETOR OF A PROGRAM UNDER SECTION 5 (iii) - (viii) OF'

THE MODEL PROVISIONS, ARE AS FOLLOI'/S:
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(,vi) USING THE COMPUTER PROGRAM OR A COMPUTER' "

PROGRAM PRODUCED AS DESCRTRF.D IN (iii) ; (iv) ",' ,

OR (v) TO' CONTROL THE OPERATION'OF A'MACHINE

HAVING INFORMATION-PROCESSING CAPABILITIES,

OR STORING "IT' IN' SUCH A MACHINE

(viii) DOING,ANY OP"THE ACTS DESCRIBED IN ,'(:vi'i')IN

,'RESPECT OF ,OBJECTS ',STORING iOR,REPRODUCING

THECOMPUTER'SOPTWARE ORi COMPUTER'iSOFTWARE

PRODUCED 'AS iDESCRIBED 'IN ' ("iii)', (:iv1' ,0R'N}';:

(v) " USING THE PROGRAM'DESCRIPTION, TO 'PRODUCE "

',THE SAME' OR A, SUBSTANTIALLY SIMILAR PROGRAM, ' '

'DESCRIPTION OR TO PRODUCE'A'CORRESPONDING

COMPUTER PROGRAM;

,(vii) " ',,oFFERING ',OR S,TOCKING,FORTHE PURPOSE OF

SALE,HIRE OR LICENSE, "SELLING; i'IMPORT,ING','

EXPORTING; LEASING:OR LICENSING'THECOMPDTER

:SOF,TWARE,ORi iCOMP.u,TER,'SOj)\TWARE :jpRODUCED AS

"DESCRIBEDTN, Ciiih'OR(v};""

THESE CORRESPOND DIRECTLY TO THE RIGHTS OF ACOPYRIGHTi OWNER

TO CONTROL THE MAKING OF COPIES ,OR REPRODUC'l'IONS

OF MODIFICATIONS, DERIVATIVE WORKS, AND TRANSLATIONS: AND

THE DISTRIBUTION AND PERFORMANCE OF THE COPYRIGHTED WORK.



ALL OF THESE 'RIGHTS/ARE THE CLASSIC COPYRIGHT 'RIGHTS WHICH,

ARE WELI.,j(NOWN ANI:l/W]';LLl1NI:lERSTOOD"AND',AROUND WHICH A LARGE

BODY OF LEGA,LI:lECISIONS, EXIST,WHICH POINT ',THEWl\.YCAS TO

WHAT IS, OR IS NOT, INFRINGEMENT.,

SEVERAL OF/.TIlEcO'J)HER RIGHTSS]';T FORTH IN THE MODEl., PROVISION

RELATE ·TO RIGHTS OF THE/PROGRAM 'OWN]';R TO REGULATE 'DISCLOSl1RE

OF THE p.ROGRAM .,THESE',RIGIlTS,l\.RE/ALREl>DYSUBJECT OF

PROTECTION ,UNDERTH,E CONTRACT,TRl>DESECRET l\.NDUNFAIR

COMPETITION LAI'1S OF MOST., INDUSTRIAL 'COUNTRIES"; AN ADDITIONAL

REASON FOR PROCEEDING IN THE DIRECTION OF AMENDING EXISTING

COPYRIGHT Ll>W IS.THAT INTERNATIONl\.LCONVENTIONS CLEARLY APPLY

TO COPYRIGHTS; 'THE'(iMl\.YNOT.BEl\.PPLICl\.BLE ro l\. NEW AND

SEPARATE'P,ROTECTIONSCHE,ME; T.HE UNIVERSAL'. COPYRIGHT

CONVENTION." TEE' BERNE ..,CONVENT,ION 'AN.D/".THE .,,Vl\.RI.oUScB.I~LATERAL

COPYRIGHT TREATIES BETWEEN 'NAT.IONS ;PROVIDE, ESTABLISHED

MECHANISMS FOR ASSURING SUCH PROTECTION AS EXISTS UNDER

THE COPYRIGHT "LAWS OF EACH OF ',THE MEMBER COUNTRIES FOR

WORKS PUBLISHED' IN ANOTHER 'MEMBER COUNTRY; IN THIS CONNECTION

IT IS IMPORTANT ·TO. NOTE ',THAT MUCHOE:<THE DEVELOPING COPYRIGHT

LAW INVODVES"JAPANESE 'DEVELOPED ,PROGRAMS WHICH. HAVE BEEN

TRANSFERRED TO OTHER COUNTIRES AND CASES DECIDED UNDER THE

LAI'1S OF cSUCIlCOUNTRIES.
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FURTHER ,ENACTMENTyPF. DETAI:LED, SP.ECI:ALo LEGI:SLATI:ON 'ON' AN·'

I:NTERNA,TI:ONAL' LEVElj', . SUCHASB.'iADDI:NG.1l>TH.K.WI:POMODEL'·

PROVI:SI:ONS ,TO ONE· OF THK.EXI:STI:NG> I:NTERNATI:ONAL 'CONVENTI:ONS~

I:S NOT ONLy>"UNNEQESSARY;BUT·COULD PROVE TO ·BE· A ;VERYY,'

DI:FFI:CULT;·TASK. SUCljAN.I:NI:TI:AT.I:VE;COULD" VERY·WELL ·RESULT;····

I:N A CONF'RONTATTONBETWEENDEVELOPED·ANDDEVELOPI:NG

NATI:ONS SI:I,II:Ll\RJ TO' THA,T"WHI:CH N9WEXTS'J'B. R)';LA,TI:VE·;TO

PROPOSED AMENDMENTS TO THE PARI:S CONVENTTONi:THI:S"I:S;NOT.

A MATTER OF I:DLE SPECULATI:ON, BUT I:S A VERY REAL POSSI:BI:LI:TY

,iiHEN THE COMMENTS. WHI:c;HyACCOI,IPANI:ED THE WU'O·MODEL PROVI:SI:ONS

CONCERNI:NGTHE,ESTABLI:SHI,IENT. OF A· MANDATORY SYSTEM OK'

DEPOSI:T OF COMPUTERf>ROGRAI1S ON AN TNTERNATI:ONAL' LEVEL TO.

TRANSFER TECHNOLpGY '1'0,,· THEPEVEljOPI:NG.COUNTRI:ESARE

CONSI:DERED.

WI:f>O RECENTLY •. CI:RCULATED, A QUESTI:0NATRE;T.O GOVERNMENTS". AND

OTHER I:NTERES.TE.D.·. PARTI:E.S RELATI:VE .TO COMPUTER. SOFTWARE.

MANY REPLI:ES WERE RECEI:VED •. THE GREI'TMAJORI:TY;DF;' THESE

REPLI:ES RECOGNI:ZED THE NEED FOR PROTECTI:ON OF COMPUTER

SOFTWARE, AND AGREED THAT I:T WOULD BKI'PPROPRI:ATETOTAKE

ACTI:ON TO CONFI:RM THI'T SOFTWARE I:S PROTECTED UNDER THE

EXI:STI:NG I:NTERNATI:ONAL CONVENTI:ONS.

,.OUR I:NFORMATI:ONI:STHAT WHO. I:NTENDS

THE ADVI:SORY COMMI:TTEE I:N GEN)';VA I:N JUN)';, 1983 TO DI:SCUSS

AN I'DDI:TI:ONAL I:NTERNATI:ONAL CONVENTI:ON THAT WOULD SI:MPLY
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THANK YOU 'FOR YOUR ATTENTION
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RE-AFFIRM THAT 'THE ,EXISTINGCCONVENTloNSc 'APPLY CTO 'COMPUTER

SOFTWARE. THIS'cHOPEFULLY'WOULD"AVOIDTHE'CONTROVERSY' :WHICH'

WOULD SURROUND cANYATTEMPT ,TO' ,ENACT ',THECMODEL,PROVISIONS '

AT AN INTERNATIONAL LEVEL,AND LEAVETHE'CENHANCEMENT,OF:

SPECIFICLEGl'SLATION'cTOC THE'INDIVIDUAV :COUNTRIES. ,IT: MOULD

ALSO BE CONSISTENT':WITH/' AND STRENGTHEN /TIlE PRESENT TREND'c ','"

OF AMF:NDTNG EXISTING COl?YRIGHT LAWS TO: INSURE 'lINIJ EllHr.iicEi

PROTECTION:'FOI<: COMI'UTER,'PROGRAMS;

IN SUMMARY'; 'THE PROTECTION OF" COMPUTERI'ROGRAMMING'Is'''j\N'

IMPORTANT SUBJECT,'AND EFFORTSAREBEINGMAIJEIN,TIIE MAJOR

INDUSTRIAL" COUNTRIES 'TO: TMPROVEAND':'ENHANCE' EXISTING'

PROTECTION. THESE EFFORTS :ARE Dl'RECTEDTO AMENIJING'

EXISTING COPYRIGHT LAWS RATHER THAN IMPLEMENTING NEW

PROTECTION SCHEMES. I WOULD SUGGEST THAT PIPA AND ITS

INDIVIDUAL M,EMBERSCAN) AND',SHOULIJ:;' ,TAKE' A VERY ACTIVE

INTEREST IN SHAPING SUCH CHANGES IN THIS RApIDLY, DEVELOPING

AREA OF THEcINTELLECTUAL PROPERTY LAW.



: APPENDIX

U. S. COPYRr'GHT LAW' AMENDMENTS '

SECTION 101

A
C" COMPUtERPRCJGRAi-!" IS A' siT OFsTAtiMENTst5R

INSTRUCTr'(lNSTOB1[U~j,;lJ DiREchf cbR 'ihdiRECTLYlii:

COMPUTER IN ORDER TO BRING ABOUT A'd:RTAINltESU£t'(AS'

ADDED BY P.L. 96-517, §10,94 STAT. 3028, DECEMBER 12,

1980.)

SECTION 117

NOTWITHSTANDING THE PROVISIONS OF SECTION 106, IT IS

NOT AN INFRINGEMENT FOR THE OWNER OF A COpy OF A COMPUTER

PROGRAM TO MAKE OR AUTHORIZED THE MAKING OF ANOTHER COPY OR

ADAPTATION OF THAT COMPUTER PROGRAM PROVIDED:

(1) THAT SUCH A NEW COPY OR ADAPTATION IS

CREATED AS AN ESSENTIAL STEP IN THE UTILIZATION OF

THE COMPUTER PROGRAM IN CONJUNCTION WITH A MACHINE

AND THAT IT IS USED IN NO OTHER MANNER, OR

.'

ARCHIVAL PURPOSES ONLY AND THAT ALL ARCHIVAL COPIES

ARE DESTROYED IN THE EVENT THAT CONTINUED PROSSESSION

OF THE COMPUTER PROGRAM SHOULD CEASE TO BE RIGHTFUL.
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ANY EXACT COPIES PREPARED IN ACCORDANCE WITH THE

PROVISIONS OF THIS SECTIQN,MAy,BE LEASED,SOLD"OR OTHERWISE

TRANSFERRED, ALONG WITH THE COPY FROM WHICH SUCH COPIES

WERE PREPARED, ONLY AS PART OF THE LEASED, SALE, OR OTHER

TRANSFER OF ALL RIGHTS IN THE PROGRAM. ADAPTATIONS SO

PREPARED MAY ,BE ,TRANSFEEREDONLY,WITH THE AUTHORIZATION ,OF

THE COPYRIGHT OWNEE. ,(Ap. AMEl'IDEDBY,P.L. 9i5~517 v §lQ,94,

STAT. 3028,.P;ECEMBEjl12.".,,1980.)
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P. 1

PATENT SYSTEM OF
THE REPUBLIC OF KOREA AND ITS BACKGROUND

Japanese Group Committee No. 3

Yujiro Kodama, Surnitomo Electric Industries, Ltd.
Hidenori Inose, Fujitsu Ltd.

Hisao Tatsurni, Ricoh Co., Ltd.

Speaker: Naoyuki Yoncrnoto
Mitsubishi Rayon Co., Ltd.

Abstract

Korean Economy was driven into ruin by the Korean War.

Economic growth after the war, which was called lithe
miracle of Han Gan,1I was derailed by a depression caused by
the second oil shock.

Under the fifth 5-year Economic Development Plan, the
Korean government is aiming at high economic growth by
expanding exports.

Concerning the Korean economy, inducement of foreign
advanced technology and foreign capital is essential for
growth. Therefore, the Korean government enforced its Third
Automatic Technology Inducement Policy in 1980. Also, the
government announced moves to relieve restrictions on
investment by foreigners.

Even in the field of industrial property, a series of
substantial amendments to the laws were made, which led the
current laws.

The enforcement of the present laws should be
understood- as a point on a path which Korea is walking
toward full development of the country.

The numbers of applications for patents, utility
models, designs and trademarks in Korea show increases.
Most of the patent applications have been filed by
rorE'~~ln,ers, while almost all applications for utility models

The existing Korean Patent Law is similar to the
present Japanese Patent Law in many respects. However,
there are several important differences between them, one of
which. is c;Qncerned with the compulsory grant of license.
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In recognition of the fact that the p2itent system inc

Korea is not:,~.,el:l,known in ,J~P?tIl,a,nd :.Nnerica,( we w:i;11:now

mention ,the .xe.suLcs 9;E";,th~-,, inye?:tigeti:";·i;9n,-'w,e have ',so:fa.I",

conducc edc Howe'vE:'!:r:r a-sW~,'t:h.ink;that; :the:-con:teI1!:s:o:f:Ciny

patent system can be \lnders,toodon1y 2i,fterth",bac;kground of

the system "is fully :undE!:Lstood, \VE!: '.C9Il;3ideped,.::i:t:y.E!r:y:

important to discuss:,·cea:-tai:p-, histq:pical,,: indust~ia,l,'9.nc:l

economic factors, including relationships with various

other .countrde.s ; ·~_tis~acl<gro:upq; ofthe-·Korei;lD,: patient;

system':;ClPPEl,(,i::t:'s: f:-,~:r::~?:tand:,;tl:lE!n,::atthJa .erid t,:; we: brie:f::;ly

explCl:~n,:-tl,1E!,:,cl1i:l:+a9t:E!::r-:j..:_s.t:ic;Jeatures-. of _-the current; .pat.ent;

syste1Tl,:o~:;::t;.l:1,e:cO~!1t;'y,_.,

It wouLd indeed be OU,r gr",at·c,pleasupeif this repprt

could heLp yo,~ to .acquir;e- ',9-' _d,~ep~,r underst.andi.nq- .o.f:I :..t:.l;l~

current Ko.rean pfl.-i:.,~nt-,sYf),teIfl::;,
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P. 3

Chapter 2 -Summary of Economy and Industry

1. Hist:Qry.';,:§pd-:.'l~~q'Q',ijbIn,iG,--.'I':~"end'

The'," Sou't.h'<xor-ean economy-was dr-Lveri Lrit.o ruin by the

Korean War/1950~53. A1thoughtllere was gr'adual' 'recovery

a fter t~rm:tri'a.t.tQtI'·{:>,f. t;h$'::w~r'," :the<ave'rage "ecoriomic'growth

r a te,~as~g!lJ.Y:',:~,::r:.?UPcl :3 _,p¢l:'¢en:':t' 'iJht::i'l~,':J'9:9di:,:Which~ff'ac'f: :'~jTs '

generally a t,t,J:t:i;Pll:t¢,9, ,i::.9,:,B.' ,::,$,g,9::r:1:;,;3.9"6 'q-:f';:<fi'at'draL__ '-T'~'s:6.ui,c"e s')'

want of aqqllI11\llated c'i3,p:ital/':'a,:h:c:l,w'§' 'ldW:~r::J.;,eVe:,1':,,6E, __

technology.

1962 i5the year from which it may 'be fairly 'sa'idthat

South Korea WelSat':' last, 'trulybn ;the:':rOad:,'-tO ,fribdern':',e.cOridmld

health. In-,that-:yea::t:~the firs't ;S-Ye'ar:: -EC'OnbinlC:<Developrneri:t

Plan was put into action, serving as a prepa'fatOfy" s:tage fOr

industrialization;' Bythe>seCbnd 5"Yei'ri", Plan (196 7-71), the

rate of Lndu's tr-La.lLa'a't.Lon-wa's' 2n~:'6'percen:t"~ F'rom' 19"72"';76:~

under the third 5-Year Plan, the Soutih- K6feah"":'goVernrn'erit

engineered a shift in emphasis toward heavy and chemical

industries, 'and designated machinery, electronics and

shipbuilding as areas for growth.

As a consequence of these policies, industrialization

reached a rate of 31.5 percent, and the rate of industrial

exporting hit 87.6 percent in 1976.

the average rate

of economic growth remained at 11 percent during 1977 and

1978, it fell to 7.1 percent in 1979, largely as a result of
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the second oil shock. This was in sharp contrast to the

prev ious -econonuc, ){;igo,r:_ .:';rQ~,,~-;Ltuat>io}1bJ~qClm_~_,:evep:'rn9r ..e·

cri tical in 1.9.80,-, and the- .economa,c "q.~P~_~F:',:.S:L9nf:i,n,:,',:,8:0.-

resul ted in minus 5. 7 per-cent; ,9:t:"p_~al,:;,-ecqnC?J:Q;i.c:-:,:H~05"?·th">,,with

both f'o r-e Lqn :an<:l~dom~s:tiq :E.:lpt9rs~ .to:-",lJlame,. Ther,e,: was ",:QJ

course, .t.he corrt i.nu.i.nq ;::w'0r-Lq-w~ded.ep_~.~ss:J:()n: p,f ;:t;p.e: ,1~a,q.i;P9

developed count.r i.es , AnC,ludi.ng: ,tp.e:;UJ:lited: :-?:t,.at~s: and; Japan.,

Crude .oi.L pr:ic::,~,s ,:v{~E~ T~peaJ~~d;Ly-ipc.'~~.as~si:,'<3.nct i Ilt ? r e s 1:;

rates rernaineCl_,_,h~gh. Within,.80':lth 'Kqre_a"P-~e~sAdent,'J?,a:l:.":':kwa_s_

assassinated in OC:~Clb.~r1 ),'97:9 t,:, and the,~per:iod f.rqmMa,rqh, to

May r 19$Pr:: .Was- JIi,af'~ed_l:>y violent,di,sturbaJ;lces ;in,the c::ityof

KwangJl1.. All of. this ,hacia negatiye ef;Eect 0(1 both the

investment climate, and on consumer behavior.

Under these,~C:O:I1omiG-:c i.rcumstanoes, .consumer priq~s

increased,from ,January ,to Septernper 1.19 80 ,by, 24. 3,percent.·

unemp1oYlUenj: reached. 5,.,6 perc:eIlt" with 8~0, OOQ peqple out,o.f

work. Tostimu~,ate,_bus.ines,,~::_:_p.c-tiVi-t:Y;,?}l.cispu:L):"ec:9V~):'Y,the.:

governmen t _~r.t1P:h,Cls:i:zed,tncr:easing_:. expor-ts-- with fi.nanc.i.a.L

support in: :th~t, .sec t or, ,\;ll1.ilc= ,a1;, t~H~>_:?9-r:n~time; -r:naint,a,i:p.ing

tight mp,ney policy: :to;,r:~st-r;ain'>:<:~:m~()¢l:j..:ty:P:LJc,~,-increases.

The won, was ._deva~LuedaI1.~,:-a ;flpCl;i::i,ng ,_~?Ccha,ng~,:, ,-rce::t:te:,systern

instituted to Lmprove :th§!:<:Ot:LJ;lt:l:'y~?;ba.J.a.IlC,ei()f.,p,ayrnep:t,s.

In :l?,pite .o f e l.L '.t:hese.,efJ~'?Fts,;, ,tJ'te,_S.outh, ;K9rea,;n-:"e~9nomy

continued in __,a,:$:tate~, o f , se.r.Lous, d§!'pr,~?,!3A-9I1_.
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There'werEf,"for'tUriately'-,:"a't'ew <pO'sitive: 'aspeCt:.rf.' The

previous decline in 'iniriirig'a.n.d 'ma'riUfacturing appeared to h i.t;

bo t t.orn," -and. :ex'pbrts begaif'toexpandOrice:'more.' However,

many areas of difficulty 'remained'through1979 and 1980,

al though with si.gnHicinrtdifferences depending on the type

of Lndust.ry arid- thei 's i ze>6f-' 'the 'corporation. In' l?a.rtfcuL3:r'~

serious de fi.cd-t.s. were the: xesilltin-<thea.viciti()nfreld~arid

in autiomob.iLe , :eJXebtrbnics' a'iidTurnherinanlLi:actl.lririg~

Corrt.Ln'udnqvof L price .rurr-ups wer-ea'rna:J6r'C'ause:.-

P:inalTy ,'>the'goVernment' announced' 'a.riew'IlCompreh'ens-i've'

Economic '''PQ'liCy'': in J,uI1e:,:"19BO,arid begair, in'September and

November 1 respectively:,'"t6',:;;enforce 'vari.ous Irs'hort::";term ll and

II compreh~h~4,yg'-' I'rt¢i;f$gt~_~ to'stimul.it.e ::the; -ecoriomyi

Durihg"":the current. :S~Year-Edonorhic ':plari;,-':'" ',the fifth

such plan '"'-- 'fdr1982-86/ thegovernrrientis atterriptirigto

s tabiTiz e 'the,' 'et'onotrii c founda't.Lon-, ::'imprdvi=" :prodllctivi,ty and

e f f LcLency;.' 'maLnt.a.Ln ' -a - st'l2:ady: -baLariceiof ' 'iriter'nati6i1al

payment.s, 'ehsl.ir~":'st'ablegr6wth'~ mode.rn i.ae the" -i.ndus t.r-LaL

structure""ai'id;':,inte'grat'e 'sOcl'al ':and onvironmonr.aj concerns

into the 'plah;:bf'nati6hal deveLopment. This 'plan also' aim's

toward inc'i:-easi'n'g'savlri'gs in: oxdextt.orpxovdde 'a':solid b:ase'

for Lnve's tment., Savell,'fa :e'ight" 'pe'rcent::gr6wth is seen as

necessary if a stable empf.oymerit;" p'a:tter'l1.',: is',: to emerge.

In particular, the government is determined to

strengthen the industrial sector by, among other things,
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Lnc r eas i.nq.vche competitiveness, o.f:ithe machinery and advanced

e Lec t ron.i.cs-o.ndus trr i e s :through energy conservation,'f

t.echno LocrLca.t .i.nnova t.d.on andcmanpowen. development ~ -

Mor-eove r, ;.in· order t.o, cope: with:'-an:6xpandihg financiql:

demand in areas such as education, sociaL'security':and

national defense, measur-esc.are contia i.nod . in:._.the:.current

5-Year Plan-which are.vi.nt.ended to;:improve efficiency in

public corporations; encour-aqe the grow,th o fvp.r Lvat.e.

en t e rp.r i.s e jcandost.em the increase-in,·,the, numbexio fi.

gove rnmenu '"Qf f i c .ia I 5 .;

2. Summary ,of Industry

South KQ.I"ea'~s'economy fa rrne r Lyi.LncL udedoa :."large

p ropo.rt.Lon o:Eprimary Lndus t ry ,. prinqipally,':agriculJ:ure ..

Such primary industry accounted fOr 4S,S, percent of the

whole in. J,~ ~~"but had dropped t.o 15 ;S perceIltby.'19S0. In

contrast'i' dur i.nq vuhevsamei.per-Lod , .t.he c--proportionof

secondary Lndustry (manufact.urLnq) grew, _,and <tertiary

industry (service) remained :,riearly constant ::atardund 4,O~SO

percent ..

The growth froml6. 2 percenttc4 2 percent of secondary ,

industry du.ri.nq the, period 1965to19S0 'arose largely'from a

policy since .t.he beginning' .o f the 1960's'of .keeping:export

expansion abreast with industrializati()n~

In the: 1,960's ,.thekey . industries ,'of textiles 'and foods

prospered In .'the..1970's ,<under :thethirdS-¥earPlan,

449
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heavyE>industries:;:$uch:. as.imach i.ner-y; iron, andv s.t.eeLcrand

metals, and chem i caLvLndus t r i es achieved striking-growth:~

!Is already rnenti6ned;this' just reflects a"general' chanqe>

from a,Lprirnary~industry"",centered,to,a>secondary-industry..:.

centered e conornLc.i.e t r uc'turre.'

After the;Kwang.:Ju incident,- the"'government

strengthened -ttself and announced a:>p61icy-of:econorrdc

reconstruction -,'begirming'with ,the reorganization of>the

heavy and chemical industries ";'-'>:essentially the -qr ant.Lnq 0:£

industry-wide monopolies to selected firms, a?rnove':which;was--;

a great shock in South Korean economic circles. In August,

1980, the automobile and electric power industries were

added to the schcrnccand , in -Sept embex ; heavy electrical

machinery ,,;::copper,::r~finerrient,':electronic,swi t.chboaxdsrand:

diesel enqLnes twe r-e c.i-ncLuded ~

KoreanheavY','industry had been, -cairqht; in avdepres s i.on

since 1979 and its: :operation:::iate'.was ""d.o~im remarkably except"

in the areas of steel and shipbuilding, Many textile

companies Cand electric::c0mpanie~/ .wh.rch had >:contributed to

high economic growth and export expansion! also showed

de f Lc its.rdue.. ,to 'ovcr-s tock , Thus / ,the government I srrnovos for

a reor,ganiia~:ion'.of i-ndus·tty'_'in order 'to salvage·:the'South,

Korean eccnomy r-c- ':,[an ::econom.yon the path :to:.':'se'l-f-de'str-uction

can easily be understood-.

Concerning :::-the :::automobile industry, the'. government

changed its. 'policy,inFebruary,'.'1982,to t.he ' effect that
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3. Gen~rg+ F~~p~ci~~,Situation

The, South, Korean: economy> s"i::;i..+6 shows tl1?.P9t~I1t.J,:aL;t:q.l:"

considera,l?~~:.,exP<3.nsion I end.. tl].~,1982 blldg~;t, wa s 3~ 6tim,es

larger than that of.-1977. The c;itizenl,s tax;-):)).l:rden is

Li.k.eLy. i:o;.becom~"si9"l).L~ic;~g~~_ly;heav.i.e r frpm',I)9w:9I11 tog" as

the government ai:teIJIpts t8; 9-sl:1~eye:a":lJal<3.nGedb.\l4getC3.pdto

overcome the pu~~ent'gept.

D<j§p;i.t<jthe fact that more than 30 perc:e"t of annual

expenditures goes for national defense, the new-gqverI1ment

is stressing economic gFP~:th;:t99E=th~:r:- with soc;:i,.a·J.,::;,wel:E?l:t:'e

and education. This~s ~,-§l).,:i,fi::;f:t:"0m,the:Cl.aY8:-of: tl1.e,~al:"k

admini s tF?-i: :i9I1/wheJ.:l ~9PS:~:p-)-,SeeJIleCl:,;to be" exc Lus i Ye-J,.Y:;: with

economi.c, g:;-0Vltl1-

D§6~l}e;~,-:@:pep.c1~119 J?Y',!ifo;Ph I)q:r::eaj: th€?;::p:rlitE::d S:t:g.,t;~$'i':

Japan, 1:p.~ U"•.-S_~R .._g,.-:~n4 Saudi .lirc:ipia" :LIl:::;c::9IYP?-:r::;i,sOT;l wit!)

that of-,--?p~tlf;J<ore9-r is; shown in ,Table;2~1.

452



o

'""
c,

m
~
.~

Copntry

'Defens,e t><peDd
a s 'pe r cent.aqe:o

bUdget.(%

tures
total

1981

36.0

23.

.13

D~fense~Expendit~res
as per'cerrtaqe of

.. GNP(%)

1979

:11.2

5.2

0.9.3

11'1,13



P. 11

technology.

of international payments,

-- supported by South

faithfulness and a decisive

hE,c"s"i'ty for control of technology

The reasons f",or such a policy of repeated technology

inflow liberaliz:~t-ion measures .are as follows:

(3) With the founding of strategic research and

ilL South ~orea'had to become ~ore internationally

compet Lt.Lve in :,ilfqui(try 'by developing heavy and: chemical

industries'-') as J pi~-p6nd~rance of its export effort, and by

this day.

in April, 1979; and the third in April, 1980, continuing to

leadership from the governI11ent to 'the privat;e sect?r.

To this e~dl t~~governrnent ~romulgated the First

Automatic Tech~ologt In4uce~ent Policy. Th~ Second

Automatic Technology Inducement Policy was put into effect

In April, 1977 the South Korean government took

institutional steps to ~hift technological development

attitude

Korean

~ Radical expansion of exports from South Korea,

especially rapid increase in construction-relat~dexports

(/ : 0,'<

fostering ~tra~e:;~_c"-'+n?Jstr:~eSl bt whJchthe cohntry could

cope with the r'ap i.d Ly incre:asing need for advanced

4. Technology Inducement

development organizat'ionS:""'with 'excelTeh't 's'taffs~ each

which led to

inflow.

and services
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dome s t.i.c. Lndus :tEY~:95\7o/.:;il}.:, ab i, l~ ;l:Y"/1:0 ~?~<::9-I"lq\ Lmpz-ove.jupon.. ::-',"

the technology acquired from abroad.

(4) !lY, swijrcping" f;-om,tp", j:rfjdi, ti,snfj:L gove:nunenj:71ed

economic s t ruc.tureit.o ope tl1a:t:.:_wa,'!:L:;p:r-~va:t.~ly:,,~?_d~ :~:t::: became

possible for civ i L..:j..aI1 e!1t~rp'r_i,s,;~s,,;to mFtke:tp.e~r-9Wl1

decisions On technology inflp~.

(5) qbservi,ng,the trend .toward capi,j:al.fjIlg t.rade..

liberal.i,f~;t:i9B-:~ino<t.h?,W'?l:"1(lf;th,e g()ve.r:pIl)gpt ,-.;f~l:t: :~I1E:!cgRP:i:t:y

to positively pa;rticipate Ln., t.he:i!ltg;r:n9t,.A2P,<?:~-,~~Cl1angt?;q~

advanced t~phnpl?gY:t;.a s a m§eIl,~::-"t9 ep~r::}:h~:-:q.~'il.§+9PI11~nt :0:1;.,·

an industrial state.

(6) It"asre<::sgnizegj:hat,hi,ptolii,Ci;t:LlY, .Ln spij:e of,

ever changing times and shifts in pUbli~,i._al"l¢.l~\pl.;'~Y~3j:.e.. o':

attitudes, pi;tpJ;:.PSli<::i"'R E"':Latipg to"app:rqvipg,t",cpng:Lggy

LnfLowihad r-ema.Lned ver'y s evere j and.cche j,p;r;og@dld:t:'~.e',

complicated. Thus, it was feared that, .-~tcP9~bc;i,ep wer.:~;not

£inallY'::9helf9@d,t, ':n0:t::':9JJ.f,y,-1:.hEL~oharrce.. ;Sq; acqud s i t i.on ;,g£

useful techn.8;IP9Y / :",9\1t:,A:I;.sP:,:_1;:.~e::: SP,q)),qE?: t9 <:J?~r1:.~c~p9:t~:::1119re

fully in,·.·t~~-:, ~ntt?l:"n<3l;t.ioIlal_--:qC;Hprq.llP:hty,':}!:1~94:t: be. Jppt>:l5qJ+:'~Y~r-!_

Under, the, cu.r.reri.t, Thirg Ajlj:omaj:iqTechno199y .• Indjlcement

Policy, contracts :-..~9F t:.E!9hIl9l'?9y~":,i,,nt:S9<;lllc;tiqn:;wl).~;r:e:in~-"~~E?

royal ty paymenj: JR.;)1Pd~r .10 pe;-q",nj:'QjO:.tll~·nej:.,.s~lling·

price}> o r, ''lhE!l;~j,l).:·;:ttJ;1e;-::t:~FI11,pJ~ th~:-.i_9qI"ltraq 1;.~Lp wi ~h.in,· ,10

years,

the depaz-tmerrt ccncerned, ~9W~y~r'-" .:iqC::0r.:eJ,il}g: t.o-Art.Lc l e :-5"

of t.he.. _E!n~9J;cE!~E!J:lt--;;r:'~9u~ati,c:ms>():!:" tl,1.e:_::R9r~igI1 Cap:i;:t::p,',+

J55
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Inducemen.t::Law;the f6110wirig t.ypes::6f cont'ract.s,:canndt'he '

automatically approved:

(If "where mere use -o f a -design ortrad.emark/'·'6r an

exclusive' 'sales right~' is the object of thecont-ract{;

(2) Where mere sale of raw::'rnateriaI's') parts or

appurtenances is the object of the 'contract.:;';--

(3) where techn6logydeterrrtinedby the DheCtor<6fthe

Science":,arid""'Technology:Agehicy':'t6 be~:necessary~for; d6in~~tlc!

developnrent:(:: iiF'accordculce with-:-Articl~ -14:''()£ the"

enforcemen-E::-'regulations':bf the Techno16gy PromOting "arid'

Developing Law, is the object of the contracti

(4) where 'technology which"" isverypdrrtitive is the

object of thc";'cbrifract.j'·':'or

(5) ","Wherea contract for the transfer-Of' technOlogy

contains provisibris:"Of;:;'ri.6table; iinfaifnessor': LncLudes tone :0£

the following limitations:

'Ca:) ('tying-II c I'auae which requires' the':'purch.a~e

of'ina'teriaIs::'or:<,appurteriaiices frorit: the' t.echnology"

ttari'sferrer"or: .. a trader ,designated by,:"the;'t:rari~f'errer;

:.'au,'unfair,::,r-e§'triCtion wittii(respect:':::to' the'

selling -'area;',""'the:,seIlfng<price or"'t:.he sEdlirig

quantity; except;"'fdi::: cases ;"where the' technology

supplier"has a patent 'covering products Lncluded in the

prQ¢l1ic,:ts,':.:i.ncluded Ln the contraCt in,')i:Hiid';area:, Or'ha'-s

an agreennent::with a".-third:::'party :'for,',:"a '-,:techriical' Eie-eup"
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or exclusive sales right for t.he.iproduc t.s' included in'.

the;" cont-ract. Ln.rsa i d ..-area:i

(c) '3 restriction-, on tihe-vus e. of"techn61ogy

previously. introduced by.. t.he. ta-ans f er'ee,;

(d) a' demand that the technology receiver pay an

arnountt i.n royal.t'ies'for t.e chrio Lo qyo tiha t; it is,

unnecessary for the receiver.-.to::usei

(e) 'a clause under :'which.;-thetechnology receiver

must return to the supplier after th~ expiration of the

oont-rac t.. all·:", techniqa:l i s pecd.fica.t.Lons.; ..., drawings arid

ot.he r-r ma'te'r i.eLs furnished,-;by>th8. supplier:; or
(f) a " g r a n t back II clause which requires that the-'

te;chn0.1ogy.':- receIver, t ransfer;tothe-: ,tec-hnol0gy--

supplier, or to an enterprise,':designat:ea by the

supplier') any improved technology idevel0ped by the

receiver in the course of using the technology supplied":

by the , supplier;

Technology'in!low conbracts whichfall>intoany iof the

categories, (l)tor(5) above are reviewed individually 'and

the final decision 'on the question of whether they'should be

approveci is made by the headofi·theDepartment of Treasury.

Table' 2",2 shows the corrt.ent.s: of'tedhnologyinflow

contracts which were approved and published' aSiofFebruary';

12, 1980.
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5. Foreign,)CapitaL,;, Inducement·

The South Korean government announced.>on-September:2S:;'::

1980 I a couzae of. action-:to:cxelieve-,restr-ictions on

investment by fo r'eLqner s, Lt.s out-line is'.,as follows::

(1) Capital .aubscr-d.pt.don by foreigners up, to 100

percent is permitted in.:certain Lndus t.r i.e s where: the limit

had been, at maximum, 50 percent;

(2) cMinimum.capital investment is reduced:.;frorn

$500,000 100$100;000,;

(3) Foreign capital investment is permitted in the

food and medical Lndus t r.i.e s ,and,:in commer-c'i a l : d i suri.but.d.on

s e r v.i.ces r

(4) Restrictions: on- extraction of ,the, face . amount; of

foreign c apdt.aL: are relax~d; and:

(5) :R€_stric.tions:.on:',l-and" acquisition by.: foreigners':Cire

relaxed~

These measures are explained in more detail as: .foLl.owsc

(1) Although 'the' limits Of maximum foreign capital

Lnvescmenc.-badrbeen, in:accordance--;,with official regula",:,

tions",--up:. to:':50,.",percent,investment,:up:'to lOOc:p.ercent, is to

be allowed, henceforth; based .ori 'agreement by: the parties.

This foreign, .. in..yestment,,:,q.bove 50:c:p.erc.ent,- up ,to,:lOO,'"percent'~'

will be ,pe:rIDitte<'t"as, follows:."

(a) when investment induces highly advanced

technology;
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(h) in,' Lnves tmerrt.iac t.a.va.txi.es.' assumed- by: ac;- '

mul tiila,tiona:l:,enterpri:se-, a LLowedit.o invest Ln capital

above. 5D percent<in:,: other count.r-i.es.r

{c} when inves,tment contributes to diversifiC:::a',:""".

tion o f.. the' invested; Ln. enterprise;

(d) by Koreans living outside the country;

(e) in bu's i.nes ses t s'tar-ted -in 'a; free export zone;

(f) when.inv.estment significantly; contributes to

the increase ofexportsi

(g) in businesses for which a.long.periodof

tie uprw.i.t.hifior'e i.qn c apti t aLoatr.vai z-af.Lo of more. than 50

per cant: is':-'believed necessary_from:'; the viewpeJint::o£

needed" c ap.it.aL;: accurnulat-ionof;::;;technology andrLn.i. t.i.a.L

risk-bearing;

(h) ;c, Lnvbus.Lnes s es .opcrat.Lnq undervt.hercond.i.t i.on

that the foreign· capital share: will be: reduced t.o . under

50 percent: after a certain: period of ,,time;

(oi)- dn businesses operating undei;.the condition C

that the foreign capital does not enjoy "preferential·

tax duty. "xemptionunder the regulations of the> Foreign

Capi-taL"rnducement -Law; ·and;

(j) in businesses designated .by.the. Director.of

the Economic' P'LarmLnq Agency-;
.....................

(2) The minimum foreign.capital irivestmenb>was

considerably reduced to $100,000 from the previous limit. of

$500,000.
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(3) Up to this time, foreign capital investment had

been perm.i t t edvon.Ly in '(a) La rqevsca Le plant .i.ndus trdesri.n

which promotion of bus i nes s: by ;-domestic' errcexpxdsescaLone

was d.i f f i.cuLt.tbecause of insufficient technical or

administrative ability f (b) machinery Lndus t r.i.e's, (C') metal

industries 1 (d) ,"electronic ahd-,elec::t-rical Lndust.r i es, (e)

chemical industries, and: (f) .enerqy related;industries and

industries which:'contribllted b~_the e xpLo Lt.at.Lon.vof.

underground resources. By the announcemenc: of 1980,

however 1 the: government: broadened- the: Ld s t. of. permissible

industries andrbirsd.nes aee to" include,the:food~·medical"al).d

service f Le Lds., :;with· t.hose: service, industries: including

sightseeing- hotels, oons t.ruoni.on, service, banki.nq.: and

insurance.

(4) The government had prohibited: the extraction of

foreign"capital during the first:two:- years', and, had- limited

the rate of extraction thereafter·:-to 20 percent per yea r ,

This controL.:was,,;abolishea-,in_,1981 and, now, foreigners may

withdraw: theincapital as they wish.

(5) The-:goverhment 'eased theiestrictions on land

acquisition by approving the purchaseof'..'do rm i co.r.i.es fat

profit-mak-ingenterprises' and.Land -for businesses.

Previous ly, those actions were perITlitted only by-': foreign" -

embassies and non~profib:,makinfr·ent:.erpr:ises-~'i
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'"" Table 2-2 Approved Technology Inflow
c,

,-Enterp,ris.e ' Technology Supplier Patent IKnOW-HoW ITechnicall Term
License License Service. (Years)

'Consideration

Env:irotech.,cor'p, "B,uen ,Emi, ss_i(),~ Control
Oiv. '(U.S.A.)' " '

Isu'zu: :Motors Ltd. (Japan)

~lcanAs,ia;kt?,. {Honq xonq)

Ze,nith. Radio Corp. (U.S.A.)
",.:"",,'"

JBS.i B:tG ,.BOY .tlom lly Re staut-ant's Inc.
(U.S.A.) .. .

Har,t'~c:h,aUnor &.f~a;'rk Co. (U.S.A.)

P~ttl~r"(W.' Germany)

Sansul rtectrtc Co. .- Ltd. (uepan)

Baying: & .co. ;:L:td'.(U.K;}

Dolby Laboratories Inc. (U.S.A.)

Japari'Airlihe beve'op~entCo., Ltd.
(Japan) ,
Se'ib'Li' atken co .', Ltd." '( Japan)

The' Robe'rtshaw "con't'ri:;l s 'Co. (U.S.A. )

Shibata 'Engineedrig Co. ; Ltd. (Japan)

Totaku Indu's'fr';,es'Cb., Ltd. (Japan)

TEXACO Development Corp ~ (\oJ. Germany)

Oaiichi Seiyaku Co., Ltd. (Japan)

Toshiba Corp. (Japan)

Tokyu Car Manufacturing Co., ltd. (Japan)

s. ¥6:,6'bb';6~':25,600rcar

R. 565,000',' $10,000 (for Trademark}l

R. /28/seti

R. $50,000/Y, 1%

I

R. 3%

. 4)
$20,000 R. 11

~~

I. $48,000.

R. 3%

I. OM 900,pOO, R. 3%

R. 3% I
R. 5,% j

I. $5,000,: R. $450~ 410/set
~:,,-, ",:' .: 5)

I. $140;000, f.$150,000

I. $100,000, R. 3%

I. 525,00q', 'R. 3%

I. $20,000, R. 15%

r. ¥5. 000 ;,'660', 3%

I. 5250,000

I. $95,000

1. ¥15,OOQ,OOO. R. 2.5%

I. $90,000, R. ¥20,000~
¥60,OOOjset

j'

3 II. 3)

3

3

3

5

3

5

3

4.5

3

62)

3.S
3

5

5

3

6

20

3

5

3

o

o

o

o

o

o

o

o
o

o
o

o

o

o

o

o

o
o

o

o

o

o

o

o

o

o
o

o

o

o

o

o

o

o
o

o

o

o
o

Oheate"'Erigi neer i ng (Sap3n)

BekYun Indu's-tr'j -Co.
Erierg.iColltroller Co.

Ap'p'61 10' Co.

Han Mi ChemiCai;rn'dustry Co.

Kuk DongOilCci.

Je 11 Pharma Co.

Ssang Yang Electric Ind. Co.

Hyundai Motor Co.

Sam" Chu11y·He-atTreatirig-Co~

Sarri-:Hung Heat Treating Co.

HyundaiH~a\'y'Iridust.ries Co.

Sae Harir~otor;'lnd. CD.

Hyundai C~~~truc,tiQn

Gold Star Co.

Poonq San .Food Ind. Co;

S,a:n "Sun,g"Co •

'Tongil Industry Co..

JungPoong;P!od~ct~ Co.
~an s 110fl9:.,I ncus.t r:i a1 Co.
Taihan Electric Wire Co.
Kuk' Je :Deve1opment. Eo.

Hwa Kyung Trading Co. Renown Co., ltd. (Japan) o o o 3 R. 3%
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i Tae--':Hwa' cs.
jHYUndai Heavy tncustr-tes Co.
I

!-Han"K'uk 'Gi1dlrfg' !~ateri a1
iIJI,d',.Co,.

I
Njwgn,Ma,ch:i,.n.ery:Co.-

Hyasam Cantrol l4aintenance

C,o::, . :'__,'_'
Tong Sung Machinery Ind. Co.
K~10h"(-;~Yl~~) Inc.

Tong-A-Generil1 ,Development
Co.

Dee Sung fl'ectric Industry
Co'. .

Sam Yung Cable:C6~

Sam,Sung Engineeri~9 &
Shi'pouilding-Co; .

By~Wat~r Korea

R.

j ,', , ..... ,' T"~ ",:'.. ,','
I. ¥3,OOOiOOO, R.2%
F. $982.9~6

F. ¥5,000,000

F. ¥30.000.000

1. $30,000. R. 3%

1. $'30:', db-O, R.

1. $10,000, R. 3%

I. $25.000. R. 3%
,"','

L. ¥5.000;OOO. R. 2%

R. 3.25~3.75%

R. 3.5% i

Term .1 'c',,' .. -

(Years) "Constder-ation

0

I
3

0 4

0 I 3

0 3

0 4

0 3

"8

8

5

5

3

8

o
o

o

o
o

o

o

o

Know-How ITechnical
_. __..__ . License Service

Nippon PaeroShamrook Co., Ltd. (Japan)

'rensbs Iron I-Jorks' Co. , Ltd. (Japan)

Sam-yo E:lectricCo., Ltd . (Japan)

~¢"ib~::~El':e,c,tri~)nctustr,i~,s" Ltd. -'-Japan) I 0

,Sa.t'nt-Goba1n Ind. (France)

O\1,enSj :Corp,lng' Fibergi rs,;Corp .. (U.S .A.-
~?r2a) ; ",',"., ".: '
Ie,nkosha}qkei, CO .• Ltd. (Japan)

YasakiCahre to:.• Ltd."(Japan)

Ik:e:.lct1} ,Kehgyo ,Co.,. ttc.. (Japan)

Tech'ndl'ogy Supplier 1;~~~~;"
I U,ia, SeikaCa./l.td.(Japan) . ~"--~I---~I---"--~I-~'-'Ir-'-'-"--"--"--"--"-------jl

South :~Je-st Favr'ica'-ting-~&-~I~lding Inc.
(U;S.A. )

S-a"dshin ManUfact'ur-fngCo. ,L'td. TSapan)

E:r1t~-rpri's'~

-,,-
I

c.

1) Publ t shed.on-Febj-uary 12, 19.80

2) 10 years fOf.trademark license
3) Initial Payment

4) Royalty

5) Fixed Amount Payment

~::
"""'_:,
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1. Outline

(1910-1945)

(1973-present)

(1946-1960)

(5) Internationalization Period

(2) Military Ordinance Period

(1) Japan/Korea Coalition Period

P. 21

The history of the laws of Korea concerning industrial

enact industrial property laws.of its own, and to take other

until 1961, when the country become a republic and began to

Korea to certain foreign countrico. That is to say, they

patent treaties, and has included its present four revised

system is under the influence of various international

Currently, on the other hand, the South Korea patent

independent steps, for the first time.

Chapter 3. History of Laws Concerning Industrial
Property Rights

Changes in the laws of Korea concerning industrial

(4) Japan/Korea Patent Agreement Period (1973-1976)

property rights are linked with the close relationship of

were intensely influenced by Japan and the united States

progress of the Economic Development Plans which were

These changes should be understood together with the

described in Chapter 2.

periods, as shown in Table 3-1.

property rights may be divided into the following five

464

. laws on industrial property rights since December, 1980.
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eligible for such rights,

people 'be i.nq filed with the'Paten1:0:f:Ei6e of Japan during

this per Lod'," In oorisequerice, 'the ··pat:.E;nt'and other Laws 'were

based on the Japanese Laws of the 42nd "yeaPof iYlioij:L "(19

and of the lOth year of T,hshO(192.1), the pdn"il'Iio of

domestic prior' art ',w,ith ..respect.,?t8:iBhe .nove Lty of'ari

invention ,the-'systernof 'opposition" to .a:':~pubJ..ish~d-

terrninaflonofWorid war±i:i.rt 1945

This; 'cond i.t.Lon lasted fo.r ' 36':ye'ars, lint'ii'the

The'f:trs't'pa'tent,system':'wl1J..ch Koie'B. ha d was t.he: Pat'e'xi.t'

Ordinanc~ 'bf Korea\:"'promulga.'ted -ah'detifo'rCed 21.'S:; Roya L

Ordinance No. 196 on August 12, '1908, towards the e"nd of "the"

2. Japan/Korea CoalitionPeriO'd uno''': 1945)

Ri Dynasty.

Two"yea-rs lat'er, t.he: p:a't'en't:)L:aw-~;-utIti'ty"-,' Mb'a.'e-Y:i.ck.,'{/;

I ndust'i-laf Des'icin-Law and Tr"adern'ark La~' df' 'Jap:a:n;: w~ri=::> giV~r1:

effect in Korea by Japanese Imperial ordinance No'~:'3}5

August 29 1 ; -191U',as ',:a're'sult b'fth'e:'cC:al'.i't:.t-on,o(:Jap·ananci.'·"

Korea, and 'Ja.'panesepa.'tents:~ etc.',;cam'eib:tb fch3'ce"

, ' ..
application, etc .. l being the mainstays of these l~-0-,!:L:

In those"days:japan' was )already '6hEVO'f":the. s:i.giikit6fi~'k'

of the\,'/p,i'r'{s' CohventiorF>(ia§g) \'-'ahd';'re8oghiied":~1:i.~n~
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3 • Military Ordinance, Peri.od :(19~,6 ;",1960)

1960

620

1,200

1957

430

750

1954

180

200

Year

Patents

Utility Models

.466

A_f,~~e_r_ .Japan was ,de,fea,t.ed , in.. Wo,J::" l(t. Wa,+., 11,1 ,K.orea, wa s

placed under the military administration of the u. S,.

Por oes ,9n9.,1 p,n, ocnober ,5,1 19~6;, a p~tent law was promulgated

by Military Ordinance NO. 91, establishing a Patent Office

having a d~rE?ct:()r,:- deputy director, and. chief e,xaminer",and,

cons i s t Lnq of. 8 sections and 2.,.of,fip;<?s (a hep.l:"ing offi.ce

an appeals hearing office) •

The contents of that patent law co!"prised those of the

Japanese Patent Law-, lJt.ili'tY:M0deL. Law", Lridu..st:rial Design

Law and a part of the u. S. Patent Law, adoption of plant

patents beipg .;1,,_, ,l;csul t: of. tpe iTltrop.\lcti0!1., 9f_;Fh~:-U. ,8. Law~

In 1948 the government of Ko~ea was established, but

Korean Lndus t.ri.e s .euf f e r ed 9'r~at4q.rnage f r om _",:-h~_ Kore,i3.n -IW,ar:~

1950-1953. After that the economy of the country gradually

recove~~d, bu~;ik~ grow~hwap yery slow.

A characteristic feature of those patent rules by

Military Ordinanc!" was that patents, utility models and

industrial design~ were.consolidated under,one:law, which

remained in force until 1961.

The n~mbel;"s of applications filed for patents and

utility models .during ,that period were about as shown below:
. .
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(Act No. 950)

(Act No. 952)

(Act No. 951)

Patent Law

utility Mod~l Law

Industrial Design Law

The "structure of, the, Patent o f f Lce. was a190 revised on

March 12, 1966, by Presidential Decree No. 2467, and came to

have, u~der the Director-General of the Patent Office, 5

As the Republic was established in 1961, the patent

laws by U.S. Military 'ordinance which had been in force

until then were greatly revised, and the under~rnentioned

three industrial property laws were promulgated ,on December

31, 1961.

4. Independence Period (1961 - 1972)

In the later half of that period, Korea entered into

agreements for mutual protection of industrial pr?ge~ty ~~th

eleven countries, including the V.SeA. and West Germany, as

shown in Table 3-2.

P. 24

Thus 1 Kprea came"to.. have ,its _own ;i~depepd§J1t.: Lndus t r i.a.L

property Laws , .En 196,2 the first 5~year Economic, D",,,,,,lop,

ment Plan w~s,~n~~i~ted_and,th~ ~epubl~c of Korea pegan

taking steps on the road to substantial industrialization.

The c9nte~ts of t~~.~P9ye-~§ption~d laws cl?se1y,

resembled those, of the Old Law,,,,:!, Jap9-Il (the Law of lQ21,

10th Taisho)" and "ad the, c;h"racterisjoic features mentioned
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1500 and

development as a 'f'esult of the'- second S-year Economic

Korea also, in this period, made progress in industrial

Taking advantage of th"t(Jpp()J:'tunit~, th" patent law

modernization and internationalization.

seen from Table 3-2, and maintained its efforts at

respectively in 196T~'sh6wed a--rapid increase

protection in agreements with twelve countries, as can be

Duiirigth.l.s.'·period-6f-'iS':ioitnilgatIOri.-- of its oWl1.--legisla

tioD, the country took a positive attitude toward mutual

Office and the Second" Hea"ing Office) .

sections, 3 chief examiners and 2 offices (the First Hearing

5100 in 1968.

Development Plan. This is supported by the fact that patent

and utility model applications, which numbered 900 and 1700

5. Japan!KoreaPatent Agreement Period (1973-1976)

Thi.s-:'p~r.i6d-:'='2: when."irnpor'tanc'e was ;g'iVen to heavy

chemical.:·incfti'jrt.riEk's; by -the":t.hIrd'Ecbnomic be:Ve16prneht'· ·'F la'i1:

-- was alstY' d:~:--period-';when::Korea'(~ ~~po:~iin~":6:E:l?rbdu8t-'~'~re~

., "

allow t.herpeop.Le 6£ Kbreaand"Japa';'t6 file applications for"

patents 'and uti'iity model reg"i'strat'iori -in~'eitch other I

and utility

rapidly.

In 1973; i-'.Jap~:ri/Kbre~" Pb.-t~ri':t.'· A~i'~'~rn:~i1't &~s< in'~de'to
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r evi.se di.Laws.cwer.e. PHt .::lp:'tP;~f.f~9t,:J:r'Pm,,9;{iP.U c:l:f Y,;}" :.9::t:-;

following year, as Revised ;Law: :No.,:: 2658-:p.:1.=- D,ec;,eJJllJeF .:30,

1973.

A part Of; ,tl1e;sontents ,'?.f th"J"ap"'I1,,,~e La,w .of the 34tl1 ;

year of Showa (1959) were adopted in th" :revi~"ckla",. 'Fo.r

example f with respect to the requirement of novelty, the

principle of judgm"nj: Joy; dome.stLc ;no.v"ltY"''''~,S:h",ng,,<i,to ,the

principle of judgment by international novelty. Other

charact~F}_,s~:lc:::L~e_<;l,tuI"e,$,;o/~r~>_.--th~,ex:p:L-:i.:.yt, TpJ-e o f non-.

patentabil i t Y,·:~.-f:;--_$_ll1.) s t,a,:r,lge.: .patents ;StPSj:~S,?;:'_pat~z::t':!:'sc;,ernphas;i:s,

on the obligation ;,for:·: workil).g-_, (compul$orygr,ant,o£,.' license) r..

e Ldm.i.nar.Lcn .-QJ. t?~:::E:l v~~ye.:l.r :,1-:iJ:11 i :t:::,:,f 9I=:-.-:;;i..l:"lV,a 1 :i.9<3.t:.i:-on :."

trial, etc. The"law consists.of-T67 articles T:t>.is. aLso;

s t LpuLaned Jh"t,i ,failure, to. I1leet, demands for, exports wi tj'lin
•...........................

one year:.is.to; be ,cpnsiqered, ap ,similar toanabus,€; of

patent rigl:lt:~ ~.He;re: also.., is observed·,anatt:i·tude :t::'E::f1ec,tA-Ifg:

a determination to accelerate exp?rti~g.

T.h~ ;l,e::t~~:,_ .p()H<:eI.="Ilin.9,:,1::r.,?tdeI11?tr:~,swas,a),. so, ~:ey;i.:se;~l~ The,

new Trade~.~fk;):.~aw r: c9!l~i s,tJIl.9; 0,£:: ;6,9:, art:ic)_,~s,~·:::,,:.(hicl).

expl i.c t.Ly jst.Lpul at-ed system for licensing.theus" .o f

trademarks/: ,adop~iQJ;l P£::?;;"f:i~f:.,"7"ye.ar .. ~~I11i ..~ le't.9-,,~ 1:9:~_90 _too~

effect on:.:rCt:!1U:51FY: 1 19.14. As t.o. in.q.ustria.1q..~§;g,J:1.§.I" a;,:;. new.

Design Law pf ,6,7 ar.ticles ·"took effect as Law, No .. · 2507,.

At the Patent Office itself, 4 departmentss,I:M;,n~gBrrle!;t:;;""'7~'"

First - Third Examination} 1 2 offices (First and Second

Hearing Office) and 6 sections of the Management pepartment

469



P. 27

were established uridE",thebirect:or-Geriera1 of tl1epatent

Office (Law No .2433;' Januaiy 5, 1973)

In those days, furthermore, Korea exchanged with Greece"

on January 25), 1973;' anieniorand\li1l for 'the erijoymentOf)

patent and trademark rights,

6. . Interriatioria1izationPeI"iod(1977''- PresenH

On December 1-, T978 l' :KO-I::ea::·' deposited :iEs'app'lic:at:ibn

for af.fil.iation with the Woild Irrte11ectllalproperty'

Organiza'ti.()JY)cWIPO) . arid . it.wasaccepted .ori. March 1/1979:

On May 5, 1981:~;>K6'rea:"'s"suhs'cript-ibh -eo 'the"Paris ConventiOn::'
took effect, putting the' country further irito<its'

interna't:;J,:op.',a-liz,i'tiOn pe.r:io.d:~': :ETsewh~rE(~ .. wbrld:'int-e'i--ri"atiOhi.

ali zation of:" pa:t'ent::,'s'ys.1:emEr'.wa's -'inaklng:::_~pr'()gie:s"s.,':-'.'with_.,the:

Patent CooperatioriTreaty(PCT)iil i970 aild'the' E'uropean

Patent Convention (EPC) Ln.' 1977 ..

Und.e'z': suchtcd.rcurns'cences, KOrea cons Ldered :ee;\i1si'Oh of

its laws for the: puxpoae' bf-j?roinulga:-t.'-ih~rperte-ii.t''l'aws;:-indre:

helpful for', 'the:;"tec:l'1l1i'c'al"progtess":: cind:f :liidust':r'iaT!'z'i:±b'nOf

the country ,'ahd, after studyini{ahd" comparingtl1e'patent:·

laws dcf:':'"variou:s: ccru'iltrles::;':'PCT' arid EPC,' pr'ornulgated the

under-mentio't1.'e2( revis'ed-' Lndus tri.a'L p'r()pe:rty'-';'~L~ivis' brt 'DeC'eInber'

31, 198'01

47.0

..



P. 28

Patent Law (Law No. 3325)

d~ili~y Moai,Y I.a"(I,~"bb: 3328)

Design ta,,'CLaw 1,0. '3327)

Trade Law (Law No. 3326)

167 articles

39 ,,;'ti<,:li,s

Thesefour'- 'Laws were {:ftrt:Tnto', effeb't'f on" Sepb~mherl;; :19:8'1-, i

when ordinances and r-aquLat.Lons -for: their enforcement had.:

been cornp Le t.ed; T\lese laws were based on L"w, .No, 9,50,

promulgate<:l in.l96l and \'lere; carr.ted intoej'fect,

Of the aforementioned four laws, the:. new, Fat,ent, La,w"Ji.n

force at the present time} is similar to the present

Japanese Law (1978) on many points because of its historic"l

background. The Korean Patent Law introd1.i'c'ed' a multi-claim

system for the first time here (Article 8), and also an

early layi,{g-bpen: ;';yste;' Ci'of A'rtiCie' 83)', 'examinat:i:On
request'system ('2 of 'Article 80), preferential examination

system (4 of Artii:le 80), the right to claim cbnven'tion

priority and def i.rii t;e 'merit.Lon of :r-~ak'6il:k ':f6t r~f-ri~.ai "gi
epp.Lfcat.Lons (Artic'le 82), i,tc.

bh-:th'e-'-oth~i"::habc{""th~:~~"ar~;~Jbh:--dji.ffE{f-~ri'C'~k-: :Ej~b:;n;· th~

Japa~;k-k~ :-p~tk'rif i~~-:: ::1.8'-"1rik~~ibheif 'i;Mio~~'

Appella:E~ \Ei~'iiliiin.~~io'n iri!ith-e '~:k~iniria:t-ibri sy~tem

(Artiqle 125);

-,

Provisions for trial for confirmation of scope of right

(Article 12, 13);

'471



P. 29

Non-pate:n_t?tP~:lJ:ty~of uses of chemi.caL pat.errt.s , chemical

sub s t.anoe s , medical drugs, foods, drinks I ,E?.tc:. (Art.i.cLe

4) ;

Ab$6ht::.e 9£ decision to_,reje_ct-,. amendment, -and abserice .of

sys:tem£or,; appeaLf.nq .t.hat~deci_sion:;

Reguest:"'j~br Jioviki'8riat -diEmos'a'lc,r' pro:visional

attachmeri-t "by :te-li:~drt': 'of pat:eni-- {l1frln:ge'Inent' hot a'llowed

for goods for which export customs clea:r-aTrce: lias heen
dkcliired'(Ab'ticl", 46)..)

Director 6fEhe-Paterif CifficeC"ari"--oider"a'- patentee '£6

report concerning the working -'6f -1:he--p~iferit- (A.'iticl'e

79), etc.

In197~:,,_t:_:h~.. :L~:~' f?:r_,:Org~n~~at~_,?n_, pf ~.pye:_rnrne!l:'t:.. ~a~.

partly ,Fevised, and, in accordance with that "revision, the'.', "-.: :',",':" :.. ,-' ,":.",''--,'::) ,,:..-- .... ','" .., ... , ...,.... .... , .... ,'--.' ,--',,- ......,...... , .. " .,.,.... ,:,.--

new organization of the Patent Office was officially

announced on March 12 of that year. The Patent Office

comprises, under its Director and I:?,eputy-:,pj.rec:to~.",6:b':l~ea,t1,s

and 2 offic",s (H",aring Office and Appellate Hearing Office) .

It can be seen from the above th:"t the structure of the

Patent Office became such .as.t-O,e.--I19-b~:~~i~ ,'t:9, ;C,2l:rryout

patent administration from an international po_i.~t:__ of, ~?-,~W"

South Korea joined the Paris Convention in 1980.
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invention' and: rnnovacxon):

~ppellate ex~iger~.

'u .-; '..:.::_

Shoji Matsui; published by HATSlJMEI KYOKAI (Japan

.Institute

Ins,titute of Invention and Innovation), April 20,

countries'! :',dompiled by Ja.pan Managemen.~;;-recrm.a.qtre-:

Service Bufciance, pUbiisJ1ed by HATSUMEI-KYOKAI (Ja.pan

Regulation) provided by the Central Office of Patent

Law,Daiichi Bunkasha, published April 25, 1973"

(2) "Industrial Property Laws of Kor aa " (Revised LaW:'.and

References:

,,' ,- --
At the present; time, ~outh .Kor e a is engaged: ,In'::t.h¢"' riext;

As of July 1,1981 i the total number of the Patent

Of f Lce dftfc1.als was:3'i9 t inci'~ding 72':"Ek~ami'ner's/":-ld ~earing

5-year Economic>':Developrnent :.:-Plari,'. In order to ~rp3ur_e

technical progress and:development at a time ofcw6ridwidc
slow growth, wiil_ it be possible to have the patent _laws

fully attain their objective of contributing to the

development of industry in. the_country? Much is expected

from., thee'f'forts:which Korea will make from-now on.

officers and

(3) "Industri41 Pfopertie~ and, their Protection in
,'".,.';0;,,,\,:' ~~>.;

(1) "ExpLnat.Lon ,1\boutPat:ent SystenLin KOJ'ea" by
~c····
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EPtftook effect (1977)
EPC: rcr
cornrenceeenr.o r Acceptance

()97B)

U~ified' Pat'ent Law Conference
Vi,enna>:(1973')
Pari s '.'(1978)

P'aris Treati (18~})

ElJ'r6peiui Confer-ence (1949)
African: Madagascar Patent

Agni~inent;'(12 coun tr-i es }
Study of EPC Draft of Treaty

U.S.A.

Partial -t-evt ston of
Patent Law

Patent taw of; 1952

Indeperi~ence';- (177:6)

Constitution promulgated

JP.PAN

Law of 1959 (34th);ho\'I~j
Principle of judgment

foreign pub1.i~atiQns

Combined appli~atior-

Law of 1975 (50th Showa)
Substance patent system
Multi-claim system adopted

Law of 1978 (53rd Showa)
Joined Patent Cooperation Treaty

Law of 1970 (45thShowa:)
Layiflg ..open system
Examination-upon request

system

Provisional regulations for,
monopoly promulga~,ed (l.~7l)

Lall/ of 1889 (32nd'''Meiji-)
law of 1899 (42nd;::Meiji')

>i
Joined Pafds convent.ton

Inventions ,~( i .e. ,'<any ;,~a ri at tons".
from es tabl-lshed fprms"''designs,
methods, think i n9)- prohi bi t~d.

La~1 of 1921 (lOth.Jais'bo)
Principle of first 'C;lpplication
System of oppos.itio'~'

System of pub11cati.on

o
sz
w

o
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~
o
~
~
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Period~.T ~:;:;~:a:~~~~F' ~:=.--thod;:"t""",,",
I
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Table 3-1 History of Korean Patent ~ystem and Concerning Items

Joined Gipo (Dec. 19i8)
Aqreenentwi tf INPAOOC (1978)
Joined Paris Convention

(May 4, 1980)
Revised 4 Laws on Industrial

Property (Dec. 31, 1980)

Japan/Korea ~g'reei11ent took effec
(Jan .• 1, 1974) . •.•

Revtsed-Fr-ademark Law took effec
(Jan,J974) ....

Lasted fos; 36 years

Revi sed 'Law ~cr. 2658
(Oec,.~O, 19.73)

Establishment of Korean Patent
Qffi ce (1946) .

U.S,. MilitarY, nrdtnarce: No. :'91
(1946) '.

Ko'r,eanl'Jar broke Out (1950)
Korean 'I'!.ar ended 0:953.)

Republ i:c: estabt tstied (,19pl)
Korean Patent Law,' Uti l.t ty Madel

Law.~,esign' Law«lS6~):

Fi,rst ,la:pan/Korea:Agreement
KOrean patent, Ordinance, (1908,)
Japanese Patent Law (1910)
"J,apan -xoree .tceltticn "Tr-eaty"

for-ced '
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Table 3-2 Industrial property Mutual Protecting Agreement

No.
Contracting Date of Kind of .. Contents of AgreementCountries Agreement Agreement

Friendship treaty (40 ~r.t.t~l,es:i~;tota_l,) .'1 U.S.A. 11/28/1956 Treaty Article 10 and 25 concern all industrial'
pr~pertie~ (Mutual.,prot.ection).

."

""12/1/1955 Agreement -'Agreemeiit:'cbncernirig "pfdtect l on'6flraClemark
2 \1est Ge~mapy

12/24/1959' '. Mem'6randulll Conb~'r'n i ng "in'uhia'l'e'nJoyment o'f::'p'a tent- :fi'ghP':-' i.

.,12/9/19W; Agreement; -r: iMut.ual regulation: of trademark ,
"3 Denmark

10/l1/l963 ,_Ag~~eme~~ ,. Mutual crotectton qf pate,n,t ~:i~,hts_ ,; .. '",
2/1/1961 Agreement Mutua1 protect; on of trademark r-tghts.

4 trance ,
4)25/1963 Agreemen-t:': Protect ion of patent ri ghts

5 Italy 3/7/1961;:;' Agreemerit~';;- :-I~utu,il prdiect'i (),n"6{ patent'a:'n'd ttaClemar'k .'.

1/16/1962 Ag.ree.men~;. i : PJ;'o~e~tipn,of -trademar-k ri_ght~ ........,.,
6 Belgium

ut t 1iJy __m?_~~J,1/12/1972 Agreement Mutual protection of Patent.
and trademark .. ' ..

7 Norway 4/13/1965 Agreement Mutual protection of patent, ut t l t ty model
and design ri ghts

8 Netherlands 4/29/1966 Agreement Mutua1 protection o!_pate~~ :aryd ~radem~r!:'

............... 1.1 /24/1959 Memorandum Mutua1 enjoyment of trademark
9 Sw'i tzer-l and.. ,

-r-kri1dra:~"dum e;hjoYn\erit.-6f 'patk:nt:rig-hts .J •.
3)5/1960 Mlltual

10 Y·K•.•......• •• 1/20/1960 Memorandum"' -• :~- Enjoyment"of '''' t raoene rk:' ri,gh-ts . ..... .,
11 Canada

4/2)jl 960 .• ~~morandum ,,' :~nj?yme~;~_.o.f._~,rademark,. righ,ts .•... ' -o: .. '
11/2/1967 Memorandum Enjoyment of patent rights ..

12 Panama 4/28/1960 Memorandum
~

Enjoyment of patent and trademark rights

5/2/1960 I',Memo'randum ;:" En'joyilient:"of trademark rights
.... ; , ". ,

13 Austra1; a , '.C 4jl 1/1968·' I ,Memorandum' Enjoyment ref .petent rights' _ '.' ,;

14 H0T19~~.n;~ " 6/11/1960 .. Memorandum E~~o.ynie,n~ .yf- (H?d~~,a~~: r;g~~s:, " .' ,........
15 . Austria 8/16/1960 Memorandum Enjoyment of patent and trademark ri ghts

8/30/1960 Memorandum Enjoyment of trademark rights
16 China ~,--~._-

3/31/1972 Agreement Protect i on of patent. util ity model and
trademark-

:,: ecc' .'.'.;'7/15/1961 Memorandum Enjoyment of ",
17 Sweden

ri 9~tS. \ • • ..,C'., 5/20/1969 .' ';~,emqr~ndttm.-; E~joY,lllent o',f,pCitent

18 Japan 12/3/1968 Ag~~ement" . Mutual pro~ectio~, 0f,t,~ade~_a~k,,~ights, " ..
1/1/1974 Agreement Mutual protection of patent and uti l i ty model

19 Argentina 8/14/1972 Agreement Protection of patent, utf l ity model and
trademark riahts

20 Greece 1/25/1973 Memorandum Enjoyment of patent and trademark rights

A75
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Chapter 4: Statistics on Applications and Examinations

1. Applications

Table 4-1 to Table 4-4 respectively show the number of

appLi,c a.t:fb:ns ~()t, pa"l:7'~B~s,u utr+1tYIrl9,del,~1 designs arid 'trade '

[marks in Sout.h. Korea ,ovex ,the years:. Regarding 'patents,

>~lpplJqatiQBh' -irt':'thefi~1d.s,6:E chemicals and machines

'predominate', while'-for u t.iLi t.y models' i-t is app;lications in

the'fIel,d,~-9J,:Inadhin.e~,and miscellaneous articles.

,'Applications in almost all fields showi'! generally

;incrE3~sfri9;trerid~

2" ,Appl.ications by Foreigners

Table 4-5 and Table 4-6 show the number of patent

iapplications by foreigners :in,each'year:. Regarding patent's,

'applications by f:6r'eig:t1._~:t:~'constitute'-the greater 'part,

'while, in-contrast, almost allapplica t.Lons-vfo r utility

mode'Ls are by:Koreari~~- In ,Cl..<idit.lon,<,applicatiqns:"for. ':' - --'. -- - - - -- - - - - - - --

designs and trade 'marks are also mos t Lyiby Koreans. Of

:applic_~1:._i,()l].::; bYfqi~_::lg.h~'~${;-: .th()s~ _frQIn the U.S.A.,' 'and Japan

are the most- numerous~

Table 4-7 shows the number of applications and the

numbex iof examinations in e ach. .year. The:nuffiherof

476
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applications;,;,ex~~;ir~sl: g_~l!:~r_9,:llY:~_~~-f,~~q:;:~_s :.ye_a~ a~:t,~r ye,a)c"i

and the number of applications also sP.9W~:'a g.~:I:1.?r:;:c:lJ.ly;<~

increasing :'tren<;1:~; ,:It, can- be not.ed "that =:t:J;le .numbe.r of

applications:' remaining unexemi.ned , pp.r:"t:i:qp,li3,;t:"ly t.hose for

patents, is increasing.

4. oppos I t Lons

Table: 4-8:. shows .che. number. o t, pubLd.c, announcemencs on

applications,\andI1W$~r,9:f0PPP,p:i:tioDs--in each ye,Ei:r,!

Regarding t:P,y> pa::t:_~_rl_t9(!j; tp:;~ .'Ea't5?:;9f.::~.9PPO,;:;it:i9I1:S ,pe:r,'\H:iYen

number of pubLd.c. announoemerrt.s-. on.rapp.Ldcat.i.oris. -i$.goi,ng

down, and has "l:'~.F~})tJ-Y ::becom_e',;lo;W~r':'I::l"lg_J] ;tl;1e:::rat,e for:,the

utility models.

Table 4-9 shows the number of· oppositions and the

number of oppositions found reasonable in each year. The

rate of oppositions found reasonable seems rather lower than

in Japan.

5. . Trial, R",trial.and Appealj:o the Supreme -, Court

The trial system in Korea is characterized in that

trial at the patent office is a double-instance system

consisting ;'0:E-,P-_: tx;~alqnq.:::_a~ ;:etp:i,.?i~!

Only when al).::applica"tJs"di"sati."fiE!d with>thE!final

Office, without a trial. In addition, an applicant

477
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(2) "Bummar-y of Patent Administratibn;AgEmcy','::in-::-K6r~all

by,:.Hisash± Mizuno ;et.':'-ai:~;; ;in;':, II Tokky'o -,'(pa€entY; 1"':

dissatisfiedwi'th' the' determination of 'the' ret±Ci'ari'ma:,!'

appeal to the Supreme 'Court;'

Table 4'-'10 'showsthe-nllInbe'r' of' trial irequestsrand

number ofi,'triaTs de'termined"in ea.chyear. 'Table A"1r shows

the number of requests for retrial and the' :nuirib"e:i":'- df:

retrials determined. Table 4-12 shows the number of appeals

to the Supreme Court and number of appeals determined'.

The' faov'that:the: nurnbe'r. of' requests 'for 'retrial' is.

much larger tha'#:'-'the:;numb~r:;'6f··t'ri'aTsc,deter"irf::Lh'ed:re\rea'.fs

tha t rno s t.: 're<~fuests -for·:: -retrTcrls:':- 'wei-e':;' 'made:- ag'ai'nstf: -fih'a1

refusals. ,::Mo'reover:'tc::it: :is'- dl'stihct'ive"::that'- -the:":nutnbe'l:- o f:

retria1s:.is.til,'l':: rerna:lniWgiih-dete'rrnine'di: '1'5:::' 'inc:tea.:s:'ing .

(1) "Explanation about Patent System in Korea ll

by Shoji Matsui, PUblished by HATSUMEI KYOKAI (Japan

Institute t)'f i i l n v 6:nt i b ri ::a rid ' Innovation) ,'/J";:April 20-)

1982.
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Table 4-1 Number of Patent Applications
~

-e-,

"

1972 1973 1974 1975 1976 1977 19'7S 1979 1980

./:;

248 257 653 351 500 487 974 1,225

cfiElrhida:is
\

,";'

1,062 1,196 1,466(general) 649 1,013 1,431 1,222 1,163

T!;ll;e.Cl<l .. 155 173 449 202 ?96 223 29J, 225 216,

Elec::tJ;"ic~la.nd I:Telecommunication 257 271 971 38.0 410 494 615 699 83,7

C _~Y~J::E:~giIl::e_ri;I1g"
118 119 189 162 176 201

f. - an'd' Co:n<~:truction 97 147 144

!,!Jning ~ndM"tanurgy 69 108 27-4 11.9 171 144 171' .241 241

PJ;".i.nl<.§>, Medical Ia.nd Hygienical 437 350 254 241 263 221 314 346 35.6

St'af-t'onery'
\

',.:-:)

_~l)c:1__ Printing 53 57 71 67 95 71 94 105 82
.. ,'"

Equipment for
Farming ~ndustry 82 98 111 87 72 103

Miscellaneous Articles - 51 1-50 :Ul 121 137 201 2)3 .188

c,

Total 1,995 2,398 4,455 f,914 3,216 3,139 4,015 4,722 5,070



Model ApplicationsTable 4-2

1972 197], 1974 1975 19,% 1977 1978 197,9 1980

-----I ;::-

\.

Machines
' . 2,533

2,287 1,869 1,440 1,680 1,361 1,582 2,012 1,915

Chemicals (general)

I
560 360 246 235 273 209 22b 2011 248

Thread 571 494 504: 487, 566 511 333 40.:7 395

Electrical and
". --'Tel'e'c'omrnuilic'a.'t:-ie>n ;\ 1,871 1,146 1,11,8. 8.(1 91~ 1,0.25 80.4 1,0.5,1 939

Ci'{~l:'E.I1g t:n:¥~-'~ir1(i
1,296 918 782 927 765 9i7 1,195and Construction 775 80.9

Miri~cj., and" Met"Hiirgy 364 155 59 55 :48 . 69 8.1 92 86

Dz Lnks , Medical
'and Hygienical I 129 355 299 384 491 426 229

5tat::i.tlll '" r y
I 414 579,Ci,D:d Printing 351 445 296 377 456

Equipment for
FarrniI1g-Indli~try

\

72 475 320. ·50.2 645 542 40.9
~ "

,---
Miscellaheous Articles - 926 1,347 2,130. 2,520. 2,117 1,70.3

o,

r
M

Total 7,747 7,561 6,833 7,290. 8,378 7,60.1 6,645 7,957 8,558
o
~:
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Table 4"':;3 -Number::bf Des i qn Applications

-..........:-. Year
Field 1972 1973 1974 1975 ,1976 1977

Thread and Accessories 678 632 1,193 1,281 1,290 988

l>1achines 1,369 1,453 1,248 1,000 871 1,691

Tableware 425 503 G9G 1,622 :1,291 1,371

Vessels 1,261 1,201 1,041 1,236 1,091 658

Miscellaneous Articles 2,258 '2,544 ,042 1,568 '1,475 812

Total 5,991 6,333 6,220 6,7° 7 6,018 5,520

1978. 1979 1980

Woven Goods and
Accessories 968 1,437 1,530

Food and :Medicines 11 3-3 39

Kitchen Articles
and Furniture 1,236 1,644 1,865

TQYs and Athletic Goods 351 508 560

Packing Containers
and Medical 822 854 1,029

Physical and Chemical
Machines .and Instruments 181 225 301

Machines and, Instruments
for Industry 575 530 636

Electrical and
Telecommunications 481 632 853

'Yo'" _~ "'i ____ c"'.,

Civil Eng Lneer ing
and Constructions 453 692 781

Miscellaneous Articles 1,187 :!-,816 2,481

Total 6,265 8,371 10,075



~

~

,78913,5589,562 9,053 9,476 11,037 9,415 12,040

,'174 2', 32 2,253 2,'634 2,286 1,844 ,11$

1,'758 1" 70 1,925 2,444 1,282 1,584 ,992

1,725 I" 69 1,761 2,119 1, 805 2,286 ,547

572 85 517 509 509 68 64

351 47 291 306 362' 5'n 787

34

1972 97

862 1 45 1,288 1,136 1,411

1,008 1,31 1,402 1,347 1,.3 92 1,3 686 ,825

119 20 260 246 222 253 1,921

1,'71

'~able: 4-4 N~mber 6£ TrgdeMarkApp£icatiops

Fie1d Year
~,

Others

M'iscellaneoi.ls Articles,'

S,ervice Marks

Thread

Ma,chines

M,edical
and Hygienica:l

Food

Chemical :Industry

c,

'"co



Table "5 NUmBe:t;,qf Appl:Lcfl;t.:iqns by Fqreigners =~
0

~

-c-

c,
count.ry I Patent Utility Mode

1976 1977 1978 1979 1980 1976 1977 1978 ' 1979 1980

U, S.A. 441 532 805 1,047 151 13 17 20 27 ,61

0." x , 88 84 154 145 170 - 1 6 4 7

W§:~;t.c_,c:;~rrnany 131 199 271 282 274 2 1 3 19

France 65 64 114 147 199 - - 1 3

canade 12 13 6 21 9

Swj,.:tzg,rland 102 54 112 127 135 II - I - I 1 I 2 I 8

Australia 6 10 15 35 21. --- .. ')

Lt.aLy 39 29 34 49 55

HoLl.an d 20 40 54 81 87

DE:,mng.:r,J<. 3 4 9 9

H9ng,l<ong - 1 7 3

T_q.~wan 14 10 17 21

pt:l.fl..::.qn.a 7 7 I 1 1

No,.r:y!.ay 2 6 7 7

Be~g;,u1"l\ 16 10 12 19

S"!I2.dE:!n 9 21 42 53 30

Au s tr i.a 3 - 3 7 9

.rapen 860 870 1,348 1,615 ,622 23 361 I 3

Others 7 8 10 19 35 °Foreigpgrs Total 1,825 962 3,021 3,688 3,829 26 402

Domestic 1J436 1,177 '994 1,034 ~_, 241 8,117 7,11916,21217;21517,936
Grand Total 3,261 3,139 4,015 4,722 5,070 8,378 7,601 6,645 7;957 8,558
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Tab13,4 Number of Applications and Examinations

Year Appllca- Examined Unexamined
tions

1968 1,463 1,094 1,224
1969 1,701 1,079 1,846
1970 1,846 l,328 2,364
1971 1',90,6 1,760 2,510
1972 1,995 1,366 3,139

2;398 1,463 4,074
Patent 1974 4,455 1,581 6,948

1975 2,914 1,432 8,430
1976 3,261 2,025 9,666
1977 3,13'9 1,817 10,988
1978 4,015 2,249 12,754
1979 4,722 3,910 13,566
1980 5,070 4,061 14,523

1968 5 ;129 4,086 3,149
1969 5,573 4,759 3,963
1970 6,167 5,175 4,955
197i 6,810 8,827 2,938
1972 7,747 6,476 4,209

Ui:ility 1973 7;561 6,947 4,823
Moqel 1974 6;833 5,680 5,976

1975 7,290 4,487 8,779
, 1976 8;378 7;498 9,659

1977 7,601 5,141 12,119
1978 6,645 9,410 9,354
1979 7; 957 7,670 9,541
1980 8,558 7,737 10,444

1968 3,277 2,750' 874
1969 4,536 3,413 1,997
1970 4,522 4,381 2,138
1971 5,348 6,296 1,190
1972 5,991 5,513 1,668
1973 ,6,333 5,588 2,413

ue's i.qn 1974 6,220 6,435 2,198
1975 6;707 3';309 5,596
1976 6,Ol8 4,790 6,824
1977 5',520 7;968 4,376
1978 6,265 8,016 2,625
1979 8,371 8,098 2,898
1980 10,075 8,742 ·4,214

1968 6; 619 3;486 3,881
;:,;:,

9;Uf J;49S"· ·'9;497'
1970 5,124 4,439 10,182
1971 5,816 6,665 9,333
1972 6,878 6,139 10,072

Trade 1973 9,562 9.,632 10,002
Mark 1974 9,053 8,660 10,305

1975 9,476 5,864 14,007
1976" 11,037 8,512 16,533
1977 9,415 13,929 12,018
1978 12,040 13,216 10,842
1979 13,789 16,179 8,452
1980 13,558 15,426 6,320 485
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Tabl~ 4-8 pubIdc a t Lon s and oppos Lt.Lonsc

Year 1 (B) :C} --(B) -(CT
(C/B) I

(C)
Publi- Opposi- % (C/B) Publi- Opposi- % Publi- I Oppos L» I % (C/B)

cations t::'ons cations tions; cations

"197.2 I 244 53 22 1,218 165 13 .5

973

I
230 61 2.6 1,~40 150 10.4

1974 493 88 17.8 1,500 160 10.6

.1975 1 452 129 I 28.5 I 1,106 ' 194 17 .5 1,5,292 I ils I 2

1976 535 ,78 14.5 1; 609, 283 17.5

.1977 332 85. ,2,5.6 76.1 1:36 .1i. 8 1 8.853 I 360' 1 4

.1978 762 83 1'1 1,752 24 14 1 6.892 I'" -281 I 4

979 2,008 164 10 2,244 279 10

1980 1,63.6 TOO 6.1. 2; 174 I 250 I lL5

~.

~,
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C< Table 4-9 Oppositions and Those Found Reasonable

Ye'a r

1976

1977

1978

1979

1980

,.Patent:· Util-i ty Model
-

Opposi-
tions

35 165

31 150

16 160

25 194

17 283

7 136

16 244

16 279

41. 250

Tra'de'-Mark,i

27

70

25

23

24

44



en

"
c, Table 4-10 Number of Trials Requested and Determined

--,
Trials Requested Trials Determined

Year I Carry-over

Patent Utility
Des i.qri

,Trade Total Patent Utility Design
Trade TotalModel Mark Model Mark

1972 43 159 72 69 343 51 155 98 404 132

1973 40 153 69 79 341 42 155 69 340 133

1974 I 43 I 193 96 103 435 35 177 82 379 189

1975 I 47 I 190 146 136 519 37 180 106 420 288

1976 66 215 121 139 541 32 128 94 361 468

1977 49 172 109 88 418 54 194 123 507 379

1978 35 146 161 100 442 64 218 142 525 296

1979 40 161 156 13 496 137 161.. 4.20 372

1980 71 170 178 154 573 55 169 171 ····557 388

00
00
~
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Table 4-11 Number of Retrials Requested and Determined

ra,

I Year L Retrials Requ~sted Retrial s Determi,ne_d
!Carry-over

P.'":'.:Cent
utility

De si.qn
Trade Total Patent utility TotalModel Mark Model--n-.

I

1972 I 105 207 50 119 4in 92 168 65 106

I
nl

I
415

1973 99 195 37 100 431 126 251 71 126 574 272

1974 66 145 50 130 391 84 203 49 139 I 475 I 188

1975 81 152 58 147 438 64 28 85

I
232 I 394

1976 I 142 I 282 I 83 I 148 I 655 136 34 74 316 I 733

1977 129 229 181 204 743 246 73 148 555 I 921

1978 189 380 180 365 1,114 261 116 132 652

I
1,383

1979 233 371 119 4d3 1,126 329 213 388 ,139 1,370

1980 319· 360 174 il25 1,578 407 143. 379 1-,125 I 1,823
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Carry-over

Table 4 -12 Number of Appeals to Supreme Court and Those Determined

Appeals Appeals Determined
Year

ut.ility Design 'frade Total Patent Utility Design Trade
Model Mark' Model Mark

-t-

7 15 20 10 52 12 16 5 8

11 18 6 18 53 8 12 9 10

13 27 11 25 76 6 17

I
9

I
20

6

I
13

I
2 11 32 5 10 3 10

7 17 6 8 38

18 27 8 6 59

7 12 2 13 34

17 24 14 40 95

15 35 11 '58 119

c:

'"m"
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1. P:r:~:fctc,~

The patent applica t.i.on procedure :::iri<'Korea::wiTl ,:~:first be

described with refex,ence,,:.to .the-ac:companying -.flow .chart.

(Table S-l), and then the characterofthe,.systemwil'l be

expla:.:i;:,n.~Cl::,)v:i1:}.r ::t;e.~;pe,c:t ;,:.to ,:ul1patent:ahle: Lnventi.ons»

examinations, trials and paten't;rights.;':

Table'S ...,l shows ,the principle act.Lons during .pat.ene

p.ro secut.Lcnvd.n :KoreR. T.b.e,:'_proc.edure l,t'self is:<_simiTar to"6

the patent application procedurei,n, Japan,;,

2 . unpatientrebl,e. I:;nyel1:tion:s,

Certain:' :i.nven;t:::iQn,s, "unque:s:tionably> rne'et:: -:,the':-r'eqtiirerrients;'

for patentabi,l:i:ty 1,:;:but,'are,::unpatentable":'primarily: from, :-a

policy viewppint<......,for example" theyrela,tetocnational'd

defense, P4plic,:benefi,ts'i"publ-ic. -order .or rnoraTity'.

Empirically, domestic technology .whi.ch.. is judged to still"

fall short of'.worldwide, technical standards is,..most ofben

unpa t entiabLec: ,.Such: i:nyen~t:ions~,:':in,'Korea:.'are-, proscribed .by

Article 4 of thePa,tent.,.Law:

Article 4 (Ul1paterttablelnVeri't:iOrts) "'inveritfOlls

according to anyone'

not be patented, notwithstanding Article 6:
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(1) inventions for:food.:or. dri'nk} artrc l es '(){:taste

or stimulants;

(2) inventions of medicine or processes for

preparation of novel medicines from the mixing of

two .o.rvmore "medicines);;

(3) cinv:entionsofsubstances 'to be "prepared by

chemicaT -pnc.ce's s e sr

(4) Lnverrcuons 'of' :suhei'.t'a'IIC'eS ;,t:d;>be:-·::pre'p'a'I'.ed b'~",::r'lUc:r.eai-' .

transmutation proce~ses;

(5) "'invention's' :rela'.t-fng· to-,:us'e 'of:. chenu.ca'l suba't.ancesr

(6): Lnvenc'Lcns Liab.I'e. to .corrtxavene ptib'L'i.c -brdei':r

morali ty or publ,ib health: ..

Of these, items (1), (2), (3), (4) and (6·) are found in

e s aence .-;,-~·:l:l":,_'.::3.-~!l}?:_~'?-F:J?_:r:'_c::>y~-_~_-~<?.p?L<-:i:P:(:yth,~,:r;-!):::9UIi:tl:::i,;_¢,$':';;:;-lj1J_:t_:.

item (5) .aeems t.o....be a: _p;r:-<::lS'~J;4.P:t:i'9I}.:;'p~,qllJ:.iC!fi::9",~<:.i:r~q:.

should be noted t.ha't, item (5) applies to inventions- relating

to the use of .chemi.ca.L .subs,tanc'es:,ibu:t 'not t6',~invi;:mt1bns';

relating;,Jt'o.i ::the' u s eio.f o cner. .:si..lbs,,!:an'c'es-,;~~

In .many countries,,·a;l'deTinea:tibn of, unpatierrt.abLe.'

inventions ,;'nov'ers.': ,::inyentions: crela:ting :,to', use bf~;:rriedici:n'es',:;

but, in Korea, the proscription applies::.:~to,:alT:;use's;0'£

chemical suQ,~,tapq~fi",.r~gaF-¢J),~:sl3 qf.,,:tl1e Lndus t r i a L fields- Ln

'492
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3. Examinations

3-1 EXaJ:fiinaj~iqp" ~f:-_-,:ac;,p:~t~:Dt> appl.Lcat.Lqn is, ~9.:,:r;It}_fll).:y::,.

c()l1,411c:t:,ed;py-:an, ~,}C_pJ:n:i.I1e.Fr, __~()V{,~y~:r:-'. - the". Korea~J?a:ten·t

Law Pf,escr,~b_es j:hat~~?_i::3J.al:1_qe f()r:~xamin?ti9n~:shall

J:t~ _:?P14.9h:t. ::~F,OrnF ~_.;L;l3:1:.~9-:()_F9 ap;i;z a t_~,()!1S_', _S)~i ,j:J"l~: ,:gQY,~:c:nment ,

,:3pec;:i;a,~: o_rg:~,n'~_~?-:i::i.Ol:1_S inp~,12l:"~e4_techJ:1..~:cqf:,:f:i~J-,~,~:, and

--P~F!35')n-s} well--info-rmed .Ln i::he,:pCl.J~~I1-t:.-Fn.~~Jl:1esqL;:¥'"h,~n the

Director-General of the Patent Offic,e deem.s_, ..it

necessary.

(i) Th.eDireGtor-Generalof. thef'.at~.nt.OJ5ficem"y,

t:',t.?queE;t ;al?:,sist;.ance,:frq% r eLat.ed org_,api:z,~~ion_~ .o f ,

the government when he deems it necess,a,t:'y_.:f,qJ;: an

examination, and the chiefs of the organizations

",hoareaskeq., for such assi~tanc~ .shal.L be. obli9~!!

to,cpWPly W"i'~h s uch 2!-",.req:u~;:;t,~un}~ss:th,~r,~ Ls a

!ra_:t~oI"lal re:asc>n::, (~F:t:i,q1e:,B 0 r.: :El:e_c.:,t~-\?I"l:R,,' 3:: .and

(ii) The Director-General of the Patent Office may

F.~ql,lest:,:c:l.,:ssist:.aJ}ce:'~FqTIlor .cons.uLt. V?i1::h :.pp~q~al

organA,2;pA:Jpn,s ,-JIl r:e:lated t.echndcaL :.f_~e_~ds, Dr.

I?er,,~,?p,::;) w~11_<~rf()pt}~,d,Ln. q.nd:.fcgnilia-;r ;~itl1:the

4~3
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(iii) The Director-General of the Patent Office may

request that the patent applicant, when any patent

applT'ca'tions based' 'on: -the' same' ;i:hventi6i1> 'a,'s-the

invent.ion' of the pa't.errt, app.Li.ca ti'i.on filed by said

applida'nt Tn Korea have', al;ready':'be'en'fi'l'ed -,'in

:fOreign":;bou'ritries:, fiT€: documerit.svo f ' in:terriatioriai

-i'hv'es't:ig'ai:i\re: -repoit:s::which mayclari 'fy"':ies'u-l't's',; Of

'exarni,rii;l'tibns" ':con'duct.ed in't:ho s eco\ih'tiies< (At'ticle

80 ,Sect.ioll 6).

Such provisions as mentioned above are probably

interld'ed"fd ',{rripi'Ovethe:-,exarninat'ibris 'c:oridtidted i:sO'lely: '

by 'the'e'x'amirier, iii t.erms not'Only"Of'qualitybut. also

of quantit.y.

3-2 :'1\'5,' rule', -exanu.nat.Loristof p::itenfappl:iCa'tio'ris 'ai-e

conduct.ed-Ln orde:r'bf:::da-te on which; the requests for

examfnat.Lon were:'-f'±"led,' 'as' pr'esc'iibed':'byi Ar'·fiCn:! 41,

Section 2, of the enforcement regulations. However,

when t.he Dir'ector-Gerieral of the Patent Office

recdgri:'ize:stli:a't: -<aL,'cerfain pa'tent' 'applida.;fion'-'sholi'ld be

urgent'lx- 'exarni'ne'a,:hEFm.ay -dire'c~f the 'e'x.3.rriiri~r':to

exarriln'e ",t-hi"s '~fpp:tiCa:ti6'ii' ill' pierer'e'hce itO 6the'!:'>patent

'a:PPT~JJca;f:iOhs 'accordiiic;t", to Presidential -dec'rEie ,:," "as

prescribed by Article 80, Secfion 4, of the~Paterit Law.
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Article 13 of the enforcement regulations desc r i.be's

P~E'1:~.~.t1.~'?:F' :e~cci~l?l~.s:;:9,'f;9:PI?~_:i.,<:::_~~~P~§ to ':b~

pre f erentially,::ex;arnin'ed :'

This:' ~'s'ystem- of so,"":',calTed :preferent'l-al'exami-na:tion:,i's

usually implemented in cases where- the invention--:of>:the

application has already 'been worked'by competitors of

the> applicant ~ .: .auch. ,pre-ferential examina:t:ion'· is;'

( i)

(ii)

response to demand from the industrial;,:'sectbr in KOr·ea,'.

Lay Irrq-soperr and before publication of these

applications by persons other than theappli'cahts

for these inventions.

(vi)

applications relating to the defehce:indus:try-;

appLd'cacd.ons .r.elatl'ng, :to: 'Gnergy'.::'savi'ng:or:

Xalternative-.:energ¥i·

(iii) applications contributing to export 'promotion';'

(Lv). »:applications -contr.ibuting to .po'Lluttd.on "control';;

(v) a.ppLi.c.a-t.Lons based on inventions filed bY'the'

"(:!r?'YE:l,~~me~~"5?F'\~9:~9:'~;autoI1:C?rriou's,~:eJ)t'i'tie's,or'::

':research institutes 'P~~,9'l}g~:ng_.th~p¢,t9,

recognized as being in the public interest;

applications for invent:ions.;;:,:which' -have,Jalread~i-i,

been"worked' .on --an:iiridustr:ial"scale .:after



P. 53

4. Trials,

The system of,:t'rial ::in Korea ;,includes,'two>:s'tepsj;' i ..:e".:i

the so-called trial and retrial, and ;:the,;':applicaRt. can

appeal to the Supreme Court when dissatisfied with the

decision ,of ::;the;"r.etri,al_~

With respe,c~:,,:t.o .Lhe contents; :the ':'trial<may

classified into trial for invalidati~nn£'patent;'±Tial for

d e f i.ni.t.Lon o f pat'ept':right "s sca:pei':trial fo:r:,:grarit,':o:f

non-excluS,ivel'ic.ense,',,:tria'l for'cor.rection 'arid':tri'al: "'for

invalidation o-f; Go.rrect-ion... In' .excepti.onal-. cases;l:t_he

applicant may,:direc,tly.:,:,ohtain: aj '''r.etrial" II omi.t,ting':tl1,e

trial, when dissatis:f,i,ed wi:th ;th.e:,,~:decision:ori ex'amination ..

Trial fo r.,;:,i:rrva,.1,idat.Lon :·,a:,f::pa:t.en;_t;~',~

trial to inv:alidate,,'aipatented .Lnvent.Lonrbased.ron.

stat.ornent, ,of';reaso'ns -for':,: invalidity':after:,' registr'ation

q:!;::'"t,he' "appli,ca:,tion-';

Trial for correction -

trial to correct the specification or the drawings of a

pat,e'nted: inven:t::i.on' -when,:an' ;,imperf:e'ction:, is', cont.ai.ned.

tll,erein,';

Trial fp,r; :,inyal:idati.on of";,co-rrectio.n ', __

trial to: inval-idate::'a:'cQ'r.re,ction,:when .t.he rdec i s'Lcn o.fi.:

the trial ·for correction was beyond,theacceptabl,?

limit- of cq-rr,ec,tion::;,'

496
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(1) trial 'to obtaiIl>a;-noI1'?'E!.:;<p:lusiv?_l--igens~,when .a

patent ed Lnvent.Lon of:-:.a per-son is) .i.n- mut.ueLLy:

utilized r eLat.Lon ,wit.h ,9.DQ.ther' pa:ten:t.e9..'.';:lnyepj::ipn.

filed by another person prior to the date of the

later application, and said other per sorrYefiusea

grant of the license without sufficient reason; or

(2) trial to obtain a non-exclusiv.e,,:'lice,n:s,e when/-it

_t>~CO~7S n~~es~a:ry. for t.he LLcens e r in. theca:se" of

(~) above to work~the paten~ of the licensee~ in

the case of (1) :ab9V~" ,but,~Jh:it3 licepse.e,_ ;!'e.:E:t1s.E?:::

g~~~t of, the demanded license tO,said ~icen~er,

.~i;tl:lp~~ ,~':l.:E~ic:ient,_"~~a~,oni

Trial for definition of the scope of the patent right 

trial to define the scope of the patent right

The Korean Patent Law, provides that the "pr o t e c t i v e

scope of a-patented. invention shall dependoD the

description of the claims in the specificat~on aC~9mpany~~g,

the request, II and!; so far as such, :PE~sc~iI?:"t:~0-B is (:(JI1c~~n;~.?,

the scope of a patent right seems to be the sc~pe of

protection rather than the technical scope. The legal

character of the trial for definition of the scope of the

whether an irrevocable judgmentrelaH)1g:t0the s,,~pe of
'q
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I-hC'K6r~1r "patent rTcjhb3 are' classif'i'ea." into' rights

relating'-"tO"t:her"'lnvention" 6f; an arffcle---a'nd' i-i~tlts- reYating

to the :rnv~;riri~:it''hi'):k pr'b6ek s' .'8'':1:- nl:~':t:h:6'cl.

answered ·by; j'udi'ciaT'· decisions -·in':the''futu're.

produce, use, sell, import and distribute the subject

infringement of a patent Ye:s:trains' .. a..-;;de'disioiY' in a' ,t'I'l:al 'foro:

defini tioha£' 'the scope o f- 'a 'patent right separately,

appealed to' the,"Patent',Office> This 'question mustvbe.

5-1 Effect'of patent right

article.

Concerning theib:~~'ht:ibn::';6f--'ci:pr'lJceE(s":-o:r"m~thod', the

patentee shall have the exclusive right" not only to

conunercially use:>'lhe'-":~ei:a't'ecr-prb:b'~ss":':::'6i:-method'i--bu1 al.so

cornme~h"ik:iiy :ti::~~::: s'~1:1: -;irripbtt;;~rid ::::a.isl~ib~ t.;k::~:th~

498

',>,,:", :,,: _C" ::' '-:' ,'" -:.; ": :,\:-
produced by this process or method. Accordingly,

acquisition of' ap~:{~ri~{reiltirig:.t:b'; '<3. process'loi'

preparation--'of·' a'-:d'h~ica:i-:<~'G.bi·f·ahd~: in'K6i-e'~:-!~~an:~ -"th~ t the

patentee will' be ~ble t~ obstruct import of articles

prepar e;8:J.by-:~'th\k ;~~t~n;1'ectprbces !:i," -i;ri' 1o;'fel-sHi 'b'b:u'h'i:r:ik s-:'~

.Ls al so ~~'o~id-~d' i:h;K({r~a"'> "t.ha:'!t: :hbv:~i';-:::~Lcl~ri t:L6ai):~~ri'c'le~:

shall be regarded as h~ving been produced by the same
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process or met.hod.larid ,. in view o f.. such :,a.,prov.i;sion,ja{pateht

for a;pro,c6s'S','or:,:,Inethod,:;;ca;rr:,'be very': vaLuabLe: in',':Kb'rea::",~'

5-2 Dutiesof'patentee

The Korean "Patent': 'Law pre'5crihes'~':'punishment";,f61r'"

non-working:: of 'a "patented':invention:~:: .and: this :fac:tJ:'s'ug,gests

that the. working of a patented invention .i s>.a positive duty

of the patentee. i Specifically; Article ·51, Section' 1,' of

the Patent Law prescribes, that' "the'",patentee,:,shall<,);'he''

obliged to fai;bhfJil·:ly,wbrk his patent'ed",invention' in':-'l<orea.:',:n

and Article 51:/"~: Sec.t.Lori ;2', pres-cribes'that', '''when': a. .pat.ent.ee

has not worked'his--:patented, invention 'for 'any: 3,'continuous

years after registration of establishment of}hisipatent

right without rrat.ur-aL: disaste'r:, 'terrestr,.1.i::d'::"upheaval::,":

inevitabili ty or :the, sufficient.' reasons>-p:fescf,ibed,:,'by:'

President.LaL: -decree; ;theDirector~General:~ 'of ·'·the'Patt9n-t

Office rnay.':,grant', a'o',nbn-exclus:ive':licens'e:::,:fo,rthi's' patented

invention ..to';"c;lnother persbn'~,except:_:bhab,such avnon-sexc.Lus Lve

license shall not be granted unless' t!J.ei period oif4years

has elapsed since the application' date of this 'patented

invenr.i.oni"

The ;1I·s u f ;f 'i c i em:t · reasons"', mentioned above 'are:' prescribed

by Article 6 'of. Presidential Decree No; 7006 as follows:

'499
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Il) the pat,mtee"hasnot been, able to. ,worK his

patented, .d.nverrt.Lon due-Lo . psychosomatic".'func.tional

disorder;

(2) working of the patented invention. is.. premased.. on

perrrd,s s:io~:,:,au_i:!l():t"'~_~:.:l~?-:er:_:~_:,~ons_ent"?:c:>:r:'.. :-' '.::I.Pl?:t:"?y~l -0 f

gpYer!1lneht;-authO:'1..~:i t;Les.',:' .andrthe. pa.~~~,~t~~.__ has

b.een:: ,ahleto,:, workhisipat:ented Lnvent.Lon .because

h~::, h(i:s:):not'" ablet,o::obtain such .pe.rrni.s s i.on

aU1::boriz:ation-.,:-consent: 'or approvaL;:-;'

(3Jthe.;patentee has·notbeen able to work: his

pat-ented invent:i-.on -because,production-,;- use.;

:>:s;6_1:1:ing IE ir:nport:.or distribut'ion: of,c'.the'- ar.t.i.c'Le

.3.tte,n0-in,SL:; On") wo.rkLnq. of::.the 'patented:',inViention

shal:l,be;.legally inhibitedor.restr.ained;

(4) the patentee has not been able to: work his

p.<l1::entecj:-:inv.ention-. ,because;, 'raw roate+,i·als',:o r,

fa<;:iliti.es nepessary for. w.orking of his; patented

Lnverrc.i.on. areunavail:abl-e,<:inKorea and: ·import

thereoJ Ls. :leg"lly. inhibited;

(5 ) the·· patentee has not been·ahle to work his

patented invention because demand for the artiele')

,CltteJ}din,g on werking :',of.' the ,pat.ent.ed-.Lnverrtd.on

epuld no.t; cou l.d hardlybe,jexl?eeted and

working on a commercial scale has thus been

impossible.

..
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patented article, plant patent, patented

or patented process or method has, not been

the ., Pitt,,!'t"cJ"inyenl:~onhasJl5?t.b",epP5?)UIll"r:pially,

worked for any 3 continuous years after P~:t~.p::t:~ngf

in spite of the fact that working of the patented

invention:;~,~ ..:i3.deqPi3.,·t5!+Y. po~~~;i}:~l.e,i

(b) domestic demand for the product realized by.. the

patented article, plant patent, patented technique

or patented'process or me~hod has not been

satisfied to a proper degree, without sufficiept

reason, within 3 years after patenting;

5-3 Abuse of patent right

'.l:'pe Kor'e ari Pate,nt-Law prE~\~cr~l:>es_t:ha~,:the'.pateIltee

shall not ,ab.use ,his patent r'ight. :rh", patent right .shall be

regarq:E7;~ ~~>apus~~(~l:,Ar ,4, cas~~:>Cl.~: f()~fo~~_:--;

The Pr-es Lderrti a L de,cree ;II\~p;ti,01'l.~Cl,__ ,:a99V~_ I?FP:V:~,d:e:~,:,also

that th~ Dir,ecto,r""':',Gen,e,ral of the ,Patent pf;fice",roay _Ga.ncel on

his aU:~.hojr,.t,~x:-:pr;:}':l:e<?H.a;-reqq~j~,t_ fr9~_an iI1t~;r.-eS;1;:ed person a

patent, right, w;hen _,t}1e "no;n,;-:,ex,.clusi'V~ ...,l_iCE7nse:~ipf:_;;t::his_- .. .pat ent;

r Lqh t; /11:,a5 not .workcd the, I?Citen,t€::d .tny_en;ti9p..poHt:in,~pp~ly for

2 or more years. In view of such fact, p~ni~_hm~~~, fqr

non....wor~il~~. qJ,:a J?,a;~,etrt_:~,ctj invel1,t4c:w-:As:,vp.rY:_,F:~9()r.R,uD:;__ ip

Korea
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s at±·:iflec)) t:c)"'a":'pr6trer"'d'e"gree';-'and' under' :':'pr6p;e'r-

_-~ :>,:,:cbridi:t.'ions:,-':" :~~:ftli.but:,:~h t:tIc fentL~:ru'sEf'fi'c"aEfori , fo'r'

'a.'riY 66h?tlri'ubtfs' J·'yea-is a:ft--er::'p-atenfi.h'g (exCep·e':'f'ri

the case that a period of 4 years has not elapsed'

after the'application date 'in all three cases (a),

(b) and (c»;

(d) the patentee Unreasonably refuses granting of a:

license and, in consequence, has injured industry

and country, or business cfa resident in Koreaa

In ariy>bheof-~:th:es:e:_:c'ases:,i:the' ':'6iredtor-£Ge'ri'er'.if 'of': fh~

Patent' of'flc-e may' 'grant:' ':'il,: rioh-exclus;:J~'ve l::tcen::h~n __:tO:'--':'a'nb-th:e'r

person upon a request from"-that person'. In _o-th.e'£ words,

exclusive patent right shall be allowed only when this is

r ecogni;z:e;d';~~c ;-a'dequately ,,-'cD"D.t;i±butt'n'g~;:--tc;:"::d~v'e:lbprn'~~ t"b'f

Korean. "ih'd:Lfst'ry .

5-4 Extent free from 'effeCts of patenC:dght

":....,:::.,'.:',-:,
In 'addition to an ~xc~ption for the working of a
~) ,,' ',) ~. .:",' "~ '--', ':::' ..:' .'.'.-, '

patented invention for the purpose of research or testing,

and for articles merely passing through Korea, or which have

been available in Korea since the application date, etc.,

the following extremely extraordinary case is provided for:

appro~~:~i',;:'~~d:custom ''-:~iearancef~~ ~kport has been declared,

it is impossible to obtain an order of provisional
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;'Exp{~~at-iC;~·;:;:ib~utPa:t~dt:,system':~{~ K6rea:u

by Shoji Matsui, published by HATUSMEI KYOKAI (Japan

Institute of Invention and Innovation), April 20, 1982.

Reference:

disposition, provisional seizure or attachment on the

grounds of patent righb:'ip;f;r-~:I1gement•

.',EXPO):"i.:: ':i~:(;;c,on5icfet'ed" '-in:)<qrea as an "essential

contribution to the developmerii' of the national economy; and

this provision seems to, reflect' that pOlidY:.
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I Filing of Application [EP.B] Patent Appl1cation
It pr-tor-fty lS to be requested, /Form [P.B]
this should be l"ndicatect. [p.42-0n ~Tltle of Inventton

:, : Patent Application spec tt.tcat ton Br-ief Descrlpt:on of Drawlngs
r;;:ccc:::-c;-;c;c~c:c:c:::c;-:;:-::::':--:r, . qP.B-(2)] Detaf Ied Descr-ipt tcri of Invention

Notice of Filed Serial Numbe [R.35] "Drawings [P.8-(2)] cfetms

-, - .

[P.82J

I Notification of I [ ]
Reasons for Rejection P.8?

I
ISuoml ss ion of Statement I[p 87]

of Arquments .

I I,----~~~'
, ------11

Decision of Rejection J
I :~ 30 day,

Appeal of Retrial -r

I [P.144]1 30 days

Appeal to Supreme Court p
I

I

Within S years from the date of appftcattcn [P.80-2-(2)]
W.ith in 3':years rfrcm the, date .of .app1i cat ion [U.24]

'1:,;OrderYoJ, Amendment: ,', ,:,1 ,:Ip .10-,~]

1

***************************t:p;::·· Patent t.ew: .,.--.-:
;-R :-'Patent--Regulations':
t U: Utility Model Law :z
***************************

I Submission of Statement of Arguments 1 [P.82-(1)]

I

INotification of Reasons for Rejection [P.82-(1)]

. I

Patent:
Utjli,ty:Model

Within 18 months from the date of application or from the date of
priority document. if priority is requested.

[P.80]

I

1[83-(2)] J
I O",,;tioo to ~""t of pa;:;~4JI_ 2 months

1 [P.8S] 30 days
1 Amendment of Opposition 1-1

1[83-(1)]

FLOW CHART OF PATENT APPLICATION PROSECUTION IN KOREA

[P.72]

I

TABLE 5·1

Registration

Term of Existence (the shorter of .... )

Patent: 12 years from the date of publication or
15 years from the date of application.

Utility Model:
10 years from the date of publ!cat!on or
12 years from the date of eppf tcetton.

,504

Filing of Information

I Request for Examination I[P.80~_2l.

Laying-Out of Application

I Examination of Contents 1[P.80]

1 Allowance of Application

I

I
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countries. Korea's government's determination to develop

the Ko~ean ecC?~om:y-'.Ls.: far!:abovethe:~'averag-e;~'

Anduwe should not forg",t that the >Government is

earnestly ,seeking ,'to'formula,teii technology development'

strategy with efficient Lnduetrr i a L policies and good

utilization of manpower.

Evenc"iri:'.'.the field of industxial:~:propertyI·a s'er i.es: of

substantiaL amendments to, the laws were'.made:.',which:led:·to

the current- laws~

The enforcement of the present laws should be

understood::';as'a poiht::on',-,'a ~-path;whidh,Korea is.\ walking

toward full development,' of the country.

The numbers of 'applications, for 'patents; utility

models I designs;,al1d -;.tr.idemarks:,:·iil<::"iKorea,-'show. Lnc'reases,

Most of .tihe patentapplications"have'beenfiledby

£oreigners, while almost all applications for utility models

have been filed ,by Koreans'.

The existing.'Korean Pat.en t, Law'-;is:sirniJ.:arto_',-:'the

present Japanese Patent La:w:,in:-;maY,:Tespects~ 'Howevet_~;-there

a re sever9-1,"drnpo rtant'idi f f erence s',".betwe~n'.them I somevo f>'

which are .concerned :.~.~,",:h.,-;c,o.It1:p~~sory licenses, ,J;,~p<:>:r-'t:..~,:~~:9:J}.:

patent working, and exporting of"producbs,',which.:infringe:
.......... , ..•..

patents.

,5.06
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P. 64

With respect to analysis of the points which are

drastically different from Japanese laws, we should be

careful to take Korea's position on political, economic and

defense matters into consideration, and we should refrain

from care:lesslT 'cri;t'iciz':ing-: :',
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CLIMATE OF INDUSTRIAL PRCPERTY:PROTECTICNAND
TECHNOLOGY TPANSFER IN CENTRAL ANJ:JSOUTfI }\MERIC}\

COMMITTEE 3 - U.S. GROUP
•

by

Arnold H. Cole
International Patent Counsel

Monsanto-Company

ABSTR}\CT

The-Andean Common Market consists of five member

countries which have ratified the Cartagena Agreement of 1969.

The- two major industrial property decisions that have been enacted

under the Agreement are discussed, and this is followed by a few

comments about the current situation in certain mernbercountr-ies.

Of the remaining countries in Latin America, comments are limited

to Brazil, Chile, Argentina ond Mexico.
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CLIMATE OF INDUSTRIAL PROPERTY PROTECTICN AND
TECHNOLOGY TRANSFER IN CENTRAL AND SOUTH AMERICA

A.p~r9Jy g~()graphic"J' d"finitio.n of:.Centra1.a.ndS.o.~th

Ame,r<L:c~, ':W;py.,lcl--,enCQrnRBss ,twe,ntY;.:,cpun:tpie;:s:r"',ea,ch: ,\9t :whicl?: p;,r,o,wi,d,e:s;

som ~.formofprot.e"t Lon fo r.ind u s.t ri-a 1. .propsrtY: r;Lg hts.Th~Jeve 1

co~.s Lds.rabl.y. :9,epe.n¢Hng .upon °1.1 r: -Lnddv i.due.I bps ines s, act iYi;t,;'ie,:$:'.-'

Ho'i>{,e·ye ron f r,om,o, p,r ec.t lea"l; sJandpo.i.n.t; .f h€:_:~qA:sp:us_sipn,:::whic h. -f01:1OW',S

Market..

In 1969, the Andean Subreg ional Agreement, or:, :C:?::_r,t:pgj~:n.p-)

AgFE?'_,ymE?I1.:tf,w,a:s,,:,'en:tered Ln toby, -BoLivi a.,: ,':..-C:O,10111hia:'"qh iIe:,", Ecuador

and: P~:.I:Pl':: .and }:.he.. .terms :,q~"::,,t.~i:~l Aqr:E~\eInen:_t::bepp~_~;;ef;fe<::tiV12:: in

pur_po:s,~S 9f:,:th~gxoL'!P w.€:r.e",.to ,aqc:ele:rat.€:..iin9..us't.:~:ial .g-ro\<tth;:,:',ctp·
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3
foundation for what might eventuelly beco~p a comwon mark8t

organization for a]l of Latin America. The mechanisms to be

employed in achieving these obj cc t ive s included harmonization of

economic policies, gradual elimination of trade barriers and

coordinated regulation of foreign investment and business

interests

Activities under the Agreement are ~oordinated by a

Commission on which each member country is equally represented.

Th e f:Coriitn is'51 on 'ha.'s' '.':th'e' big'h'e's'l" :a.lithiOiT-t;j:',' , "a'nd: :~i h 'convene s

r eg'ut'a:r-T.y: tb:"e~t ahl i's'h po ITdI:"e:s ii '-a'pp'r:Ov'e-':r u1;es: ;;'2,'bd":'r egufa"'t fOds

:<3nd:: :'a<:1'op't s6:...;'cal:T-edi:n D'e cTs 1 6n:s:'I;' ',:f(f 'ci:re'c:t' the::a:c''t:tvil i'es'6fthEr""'"

members. Ov'e r ' lcO:O':, 'sllch Dec i sions" "h:'a"\7e: be e ri '"a\ifh6Y'e-d'by" ::'the"

Comrri:is:sl~cm;:tO" date',,:a.IiCl 'each'De6i;'sibri def'ine::s":t'he:"irie{1111-E/i i Tii: 'wh'fch

"i,t" 'is:: ';t6: :~be ;':inaa:e'o'per':i:itive:'w it'h'irf'::'the :Irlembe'r> 'co'liri't rei e's, In' ~6hi'e'

i-nsta nc:e,sl,,':: a,::,'DEkJ,s:j;o n ,! :be'cbme,s,:e:tfe't't I've. by': '-~iimpl;et"a"t:'-fficatl0 n' by

a'i'eo un tt'Y', 'whi:re!.;'-;fn':Ofhe r 'c:;:fs;es;': thEt::s'u bst:a:'rfce' 'b'f':th e;::"D~:'C:fs:fO'n

must be>'Tnchr'pdra't'ed:""1:nt'o ne-t iona I te'g fs!ta:fTOh\ 'The'::Ag'feement'

also provides for a Board composed of three members, and the

duties of this Board are to implement the Agreement, carry out the

directives of the Commi.:'s'sTdn':,.:[:fhd"'pre,p,2fr"e': 'recommendations for the

COrnrriTs's'Ton .~;

__TWO' "of ,the:' 'De'cfs torrs- 'pr om ul:g ?'tecf oy:"thE; Com'jpissioi1"::a.fe

of the'~ mos t. '.'p'a'r:tici.il:a:i.",:::t nf'eyes:f.' De'6''fs ibn NO"~"" ':2 4" ~:as>'ena:cfE(i:; fn

197,Lj~nd ..·w?s·.·.subs€qllent.lY<r?tJ fi'~9J1Yg§c:h 'Qfj~hio ffi'effipei ,ouptrfes

ove-r- "'cr:,!)'e ri.od of" :"t'wo ye a:·r:'~f:. "ThIs':; O'e':c' i si.on '<:'0\"'1: a"t~s';"'ttie'

reg uLa bien's:: '-r'~.e l:a:t'i'nsf to;;foteT(~'fn: 'Ihvestmerie;:': 2'TicF :,'f,'tal'so'pr'OV'h:ie's' :,'

Cthef {r'ule:s': "9eve r:hi:ng,'Tlc'e'r1se aq r e'erneri ts: wh:fch :':c:'br1"c'erh::pa,t'en t'6:',

-2-
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p..rtjcle 5'1:is't's,' several: cLa s se's 'of'inven:t'i'on:s .for' wh'i cb'

patents shall not; be.vqran t ed , These include: Jl)p'la'nt varieties

and, ':animal::hr e eds ,-"-a'nd ,,'the: ':b'tologtC'aT'-p'rocedu-re's' for:,:,p'r-odu'cing

t.he aevva-r.iet.i e's..and breeds , ':l2')-:, pharmaceutu calproau'dt's,

medicines, ac t.Lve.tt.h erapeut.Lc subs t ances, ,heverag'es <and:f'obds for

humans, animals' 'andpTants', 'a-rid, .cC3'p,fo':re i"g'R 'a nYE?n't.id.I1~',,:-~h ich we re

fi~rs:t: ;-appJ>ied "for',i:naric:ther .coun t.ry mor-e;:than:';one":::yEL:fr;be:,for'e

application in a member country.

»: ,Ariticle2RprPltidesthat~th,,' Pi't"Pt;Q"Wlt~J:L)"l:La_U have the

excI'usi.ve c-rLqh-tt to exp l o i t j t.he .i nvention, eithei-d'ir:e~-C:tlY:or

through licensees. The patent. owner does not: :have:,an -:e:x'clustvE'

right for importation of the patented product or of· the product of

-4-
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a patented process.

.Ar t i.cl e 29 S;€::t:-;s",~::_m.a~_i:mum .p a t.e n tvt'e rm .o f e.t.e n years, but

.r equ ~xes ·,p~,OO f:- of .ex p l o ita tJon.-·; 'l:'oseGureitne"laEi t:- f i,?e ~ye_ar,s:;of

the term.

-5-
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(1975) •

Iri:geIiera'1~' .tne':-'Ca ft ci'ge'na 1'·'9 r e enient; '~hc3sisctJ..3:r been

quite unsuccessful In ;adhievi'ng the: indlJstrlal"'g'i6wth·-a.nd> e conom i c

development that had been projected for the group of member

co un t r i e s , AlthOugh the withdrawal of Chile was offset by the

add i tion of' Verieiuelai'the q r o up has not worked "swell together

as had 'been hopeil;'1'he lar:kof long-tetm,ccstablegovetmMrits'in

the member coun t r i esvhas con t ri bu t edtq r ea t I'y to the problem,' arid

ther:e':has"oeeri '''coris i de rabI'e spedulati6ri".fhab one 'or two of the

preseIit::mernbers:!tl2Y-"o Lao wi, thd r 8W:' in the:-'near f u t u r e J"A"'few

comments 'oh::deve1:6pments in some i'ndividual':membet>countri-es

follows.

Peru

Theorgcnization responsible fot'the<,'iLegula,t<]:br1 and

apprOval bf~:t~thnology transfer a~reeItl~~ts is:the National

Commission of Foreign Inves:trilents arid Te'chno1ogyi k nown as CONTTE.

After appr ova Lrhas be envob t.a i ned, the >agreernent must" be' t'egH;teted

with the Institute for Industrial ,Technological Inv~~t1gati6nl~nd

Technical Norms. Al though Decision No: 24,providestne lega 1

f r amewo r k ~which govetn's"th-e ac t iv ities: o f: CONTTEj't'he-- prac t f.c e I

appl icati'b'nof'ths't; 'f r amewor k:' ,is:' often quite:' uneve n ',"

In general, CONITE presently approve~anCCaverageroyalty

technology. 'Even hiq'h'e r r oyalti.es can be obtained if the

aq re'einerrt LnvoI'ves' .the manufe c t.ur e bfb 'n'ew pr oduct iO't'he

coun try,'. ~. WhiIe'- nd i1Hn,um"Q['g-\:f.:i'r?Q't"E?e,Cl. tbYC31"t i'es ;(3:r e" no t "p-e'rrn i'tt:e,ca ,

-6,..
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addi,tional>'paym'eht\'cah"sornetimes"be ob t e iried -as"'~ disc l.c'su r fe£

if the·:'techh'ical'.' 'in'forma:t'i'orl'i· provl d ed ::a.'f ' :the "outke'f': 'of';' 'th(;r~

agreement ispaiticuIarlyvalui!ble; semi.&nnual royklty paym"ntli

are prefe r red, . 81 tho·ugh'quart'''rlY po yments a·re polis fbi,,'; J: d'mon

cas as , .;a maxIrnum term"'of:'; '~g r e eme n l:,~i WI 11;;be f Ive';yea r s;~:

While '. Article 21 of Decis I ontNo ; 24pr6hibi ts rby01 tiee

for intari~ibie t~c6rioio~i6al;:cdrittibJfi8ris,:1~ridG~i~bbr6hiBIf~

royaltie~~ftbm ~jl~~al\foi~i§n eriteibrl~@?:~d it~"foreiijn pai~n~}

defiriitioti~ bf th~se importarit teims ai~~not pi6Vid~d~in 'tB~

Decision. CONITE I s vpr e se ri t de f in'i t i onto f: IItechn'dlogyll a6e~';ndt

include technical services whereby royal ties::'for such:'services':'::C-sn

be obtained. The problem with a local foreign enterprise can be

avoided by having mixed national and foreign ownership, and CONITE

~has approved royalties in such situatibns1 Thus, in practice,

_,many':means',,'have 'beel1':'devised to get, around the reslricti\i;{'

pr ov i s i ons ;

Venezuela

Th~ieappear ~o be'Ehiie· reajoriiwh~~Ehii counEry'h~li

refused to accept "'Decisibri 'No. '85, 'and t.he first. of the'se:ls t.he'

dissatisfacti6n ~ith~fhe::~ann~isiri which~:l:h~P§ioup':'6a~':'tuncErbl1ed

to date.' The,Venezuel?ns:'fea,rtba't if\s~rol1g stJps"a'i'e' not teken

sobnfo"'el imi nafe'del ays' and: d emoris t rat~ '. e coriom'i'c-ipr oq r e s s, the
Andean Common MarRet·will fall apar t,

A secona"reason ] i e s i riithe 'specific provisions o f :

Article 75 regarding Impo r t a t i.on 'of tredemarked :pr'oducts f r om

member countries. Local industrialists 'see:;thk'i.i market asrthe

-7-
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r ~chestwi thin; tpegrqup, arid they, pre str onqLy.; oppo s.edrt o.ian:

invas Lon. of,o:forf?ign; products.ih ev.inq., f:r'l2~dorn-.t o.. us e.itheir. mO'!3:1;:_:

impp;taryt trademarks. rbis, oppositiory,hps ~ontribyted greatly tq

the gpyernJller~,~:.!:,~,::"I;"et':l~a.l::itg-, ,raJify.: Dec:~pJol')::No~ 85.

Tl:~ f i n a L ~~asqn ~:?")th~-;pulTl~rc>u§",c~V~f)ges~_,,t:b(3t wcu l d.cbe.

r equ i r ed Ln. the:Pa,tent &_,Trademark. Office to .prov i d e jsuch features

as nQyel~y.,ex~JIltl1at~9n an4 the In~~rnati0nBl Classification~

sys t em, 'rne,-,pr~sel}t budq e t is ve r y vmodes t , a nd t h e.sp r e s e nt; staff;

is a Lread y ove r work ed , Eo r these re~s()ns",,:.,it,jEi,;rnos,t unlikely

thpt,there w~ll'be"aryy change iry,the"Venezuelan'position with

:i~~SBE?ct:;~Q.Decisi0n No,~ 85.

. Ecuador,'

,_,l?~t~nt aq~-t,vit¥-has, peen ve r y Limi t ed ~l)<:I;:ecen~:Y~Clrs.,::~s

evige_n~~q;1:?~; ~l)~ ,gre,ny q~ ;,~E!W,eIi,·;:th9.n., gQQ p~Jen~fLi9,L ..;~nvgn!;.~9,I1'>j;Di;:

the two-year period of J979-1980. The present governmen~:~~~~i©v~s

that exclusive rights lead only to higher prices for products, and

that this contributes to a h~gh r~t~ of inflation. These beliefs,

coupl ed with the r e s t r i.c t ed, r ights;avapable.since. t he. adoption of

Decision No. 85, h av e seryed"to d ds co ur eq eie t t emp t s tc) patent in

Eou ado r, and no cl1apg~ car ,be expect;eq,.in"t:l)e;-,;n~C![,:fyt-lJt:E:=~

~~Shp()~()gy"tt:Clnpf~~ aq r eement s r.e qui r evr.ev i.ew .and

approv ~1:by. p. ", ,GorrlIptt:.~,~e: o f :t:hf2':: r1i rl~ § t I:"Y :,. 0 r, ~ Qc1l1 s t ries; Commer Gg,,· ..

and ration and a mj.nim~II'.;g!1I."Y~:;;.o::;::·::Y",:'::: ",0,:':'" ,"",

about six"months. Even after ;~pp~oyal~ ~n:~~greerogl1t is not

considered ef f e c t i vevun t i Lvi t; has ,qeen r eco r d ed py the Ce n t r a I

Bank of Ecu,dor and the,Pateryt ~ Trade~,rk q~~ice.

-8-
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-The me-in fact o r.s-. whji.chn.t heiCornmit t-ee cons-fde.r.et in::its

study of,anagre,ement;,axe: (1); the cos.it.iofthE';, t'echnology,t.o.. th;l"

consume r. when purchasing. the .pr.oduc ts. (2); how, much. local. Labor «and

r a w mate ria I sw,'il1:;-b~:used;,": tT},! the .cu'r r enfrvs t;ate of: ;Ecuado.xIs;'

balance Of payments"( 4} .t.he..financiaLstat.e of the 10CB 1 licensee

with reference ;tbthe' pr.oLitsrhewi11earn" .and. (5) the; degreeio'f,

exc Lus i.vdty of the rights t.r an s f e r r ed., 'Rayments:to the !lic~nso,r,

.ar e pe rmd tued. inc the/ferm of- 'a .fi.xed .i-n:iti;-a.l:sum,':xoy,altie,$:iwhJch·'

can bevba sed. 'upon .prcduot Lon vol ume, n-et-sa:les:p;rice 0.[ ;-pr:of-,~t_s)'··'·

and fee s,"for var.iou's• s peci-f-i cveer.v ices .:re:nd:e,rgq !.'~

Colom'bia.

The··TTad'erna.:-rk .office':is .cu r re.n.tLy. e xperLenc.i.nq d eLaysrof

over.rtwo ye'arsin pubLishdnq new marks <i:n:the :Ind,us:t;r:ial Pr.ope.xty

Gaz E' tta-, Sd, 9 nLfLcan.t :d e.I.ay 5' a re :a1 so- f ound in:::'.bhe, <process-i-n g; ,:0'£',

renewal eppLi ce ti ona ibe.cause .of -the:,str~ict-o',T:e.qu,Lr,eme;n:.t:s\-;f.o:r·p roofr

of u s evof: t.he ,'ma'rk;~Loca:l, of.fi cd e.Ls .a.re sa:i:d,'to',be, :gx,'e-atly

conce-rne-d abou.t vth.ese 'pr-oblems;;-'and::s,ome, pr oq r es s.rI's hoped ;Jor

80.o.n ~-'.

'POT: ,gu it.e-vsome 'time-;:·/:th:e, q en ere.Ioat-t it ude·,of, :t·b,e,:'P,s·tent

Office has been negative t oward i Lnverrt i.on s ; and;:t.,h,ts.;,led t·o:,,'S"

systematic rejection o f ra l-I' app l Lcs.t.i.on s, The .. .procedu.r-e -reach cd ~'a

point where there'::were·year:s: Lniwh i.cb ;:;absolutelY'-'sno paten t s of any

kind n t.ed« This.ioreateda huge ha c k'Lc qeo f appe-aLs ito. ;the
" ' .

Jur id i c ial : Office ';of",the' Mini s t r y 0 f 7~EconoITii:c"Deve Lopment ,

Through the e ff orta.co f r hesIoce L. ba r,. ;the gE'nera}'problem,i$

slowly being resolved, and patents have ageinbegunto i~sUE;:'lin

,.9-
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the': past few::ye:aT-S~ .A.:) new::g"()V'ernroe:nb::.wa's>.inaugurat'ed;"i':n, August,

and'," aLt.ho'uqh.i.noifo r meL po L'icy ha-s:' be-~n a'hn'ounced:',':-:i'nJoYma':y·

\comm'ents: b~{~,soITIeo'f the'; ne{w offi6YcrYs:i'hd i.ca:'te:: -a': mo r e f.avo.r-ab l.en.

attitude ,toward the prot'ec'tion 'of Wousb:ialprop'c:rty 'rights.':'

It:: does: not 'appear:,'..however ,:that\ "t.h.i.s. "changeo'f

attitude :will app1y:toinvenbidnsrelat:ing ,toherb'icides:and:

ins"e·ct-i'c-idF.'s~ "ppl:;r:a:t-ions ,for: pat.errt s in thlsfteld:; cont.inue .t.o

bereject'ed,on the'gro'und,that'theyar'e: designed to pr'ote'ct:Pla,nts

f r omt pestis 0'[ to' r:eg'uTat'12 pTant .q r ow t.h , Such "tnve'n,t,ions::-'are·,:thu:s':

considered to be pharme'ceut icaI' prepara'ti.ions. .fo.r-Jt.ree tme'ntvof: the

plants and are held to be unpatentable subject matter unoer

Article 5 of Decision No. 8S~': A';'n:umber of these cases have been

'a'ppeal'ed r.o ,the highest:' 'trd bune L,': ithe'C6,'u"nsE?'l-'.::of' state:'," but no

deCI-sJ'QI1,:, is' _:'~){'p'l.:',¢.t~9fo'r,;~t',:1'e-ast ano t.he r ':ye:a,:r,-~ ,'to:,dia:te', "eve ry

gO\ie,r::nrn'ettV',.-de:pp r.,ttn'enf tha,t:"h as', ,!bee'n,i nVJYTved:i'I1 ';th"e:s€,,:ma t t er's h~'s,:

been 'cornp-l eee:Iy:,neg'a,t,ive'on: <paten't I'nq ,;:t'h'es€-,:,,1 nven tions.r..'

Al,though':indus'tri'al,proper:ty rights con tinueto be

diffic.ult' to obtain in' Colombia, t.hecre cent-Ly en'actedtPenalCode

provides severe penalties for violations of such rights. Cneiwhrr

fYau'dl.i1e'n'11'i ;:use's::a tr:ademark;,' or: <who ;in'fr,inge's -a:paterit, or who

Ll.Leqa L'Ly d-i.scLos e s a tt'ao-e,:s·e'cr:~t .. Ls s ub je c b r t o ,-a:ftne ofiup to

'500,000 pe'so's snd .a 'p'r'Lsonice rm tof up to-six, ye a rs;

'The cororo:ents:whi:ch ;,'now:ifollow-:de-a 1: -with -o t be r. countries

Andean

Market. />'-5 no t edva t the ;:out.set, vt.h e coun t ri e scs e Le ct.ec1 are

believed to -';be:::those -in which "major. ',:busi-riess::'oppor'tun i t e s a r e

available;

~lO-

518



519

-11-

T1W, r equir emerit; t h at; ~11, Li cens e s l~1"P tec\mplqgy

tr,apsf~_r._ a_gF~,E?JTIery_~_s ;hay,~;~to, :b~, _~J~,c_qrded .and .. r~9A_~:t~-F~d .with t he.

Central Bank p,f Ch i l e h a s peenelil11in~te!l., "Thi~c,h~,ng,,,, ,t90k"pl~F",

simul t_p,PJ'q~_plY ~iththe,e,~taql;i?hm.'fnt_.of .f r ee market .fo r .,~q+eJ;gi~

cur r ency , Thf. Bank }s" ,Xl(); lpnge.F_ I nvo.lved s inc__e; a, Li censee is- no·w"

free to buy the foreign exchange he may need to make royalty

/2

payl11ents .

Chi Le

.E:?Jl;yth,f.?: Yf.ar, new s e t.. a.f.., ~ra.geJ:rJClJ·"K,r~g~l;ations was

J?pact.E!_d" a,nd",~trJjs_~Jc c.tu3:.q.g ~_::; ·~e_re :ITI,ap:e the}:JW!?, p~,rLR-_ds:,~J},~we:d

for, filing oppo.s Ltions, r~,spo_nding .to oppo s LrLcn sjand s.ubmit.ting
, -', ", -", ',,"_ .-," - ,: .. ;,' ,_" ,-', ':.., ':, ,"" "", "',,', " ",';:, ," ,,',;, ',:' "',, , ',", .:' ,,:' ',,',,:, .. ,,': '"i' ,',.-, '.:' ',',",', ", ..

pr?,R.~!3:. ~h.E!,.;.,n,e,wper:,~,pps we.r e _ep~h se t , at j'y.p,~".~igl1;t;,.ClpY~--',cJVlh,~cq

e f fecti.v e Ly dE?FrJye8,,}:J:~Ifpr e Lqne.ra,. -9n~" -J:"any, ;r~,,?i~,l=!nt,tT.,apem,9 r k.

owne r s , of any p r ac ti ce I o pportuni t y. ,t-P-... prp_,t;.~;.Ft.:,<,t;h,eiriri~g,p~~

grea.~,,~,m9pnJ., o,fyig9rou;s "fFq}HI1,~:T\t;: f()})o.~eo:"ct,n?,. a,s: .a ,r.,E;'.,s,u.J..t:,.- "the

reg uTa;t,i ons;~~re, ,amen¢]~q ~n ,,8-~9-u:~t "tp_~-:x t.end ,tp e; t lITJe peripO:sf.

ThE' amendments p r ov i de 25 day s in which to file an opposition, 20

days in which to reply to an opposi~ion, and 10 days in which to

submi t ev i.dence , It is ,hop:e¢t,t.h.Cl,~ ",~n~is,_ ..Fepr.egl2'otp re(:'.o,gn,L~.:i.pn by

t,h.!=9o.v.e:T.nm(?nt of, ,~,he:,;p~,FG_t.i.ca~::problems Lnvo l v.ed , arid _that;

furt~~:r. realist ic amel1.¢l,:(l1entE;,,~i)l?JPp~:~,r i.:n.t.h.~ near, ,fut:,ur"e.

In ..May of .thi,~, year, ~h.e, ;Fa,tell.t., Office iss,u,ecjne,w

r equLati ons ,rgq,utring ;,f.ll} 1" ,Aqf'n,,~:;if,i<;'?~t:ion ,oJ tll.e .Lnv.en t.o r .and

a );,e9i3J-Az~d.__~,~.~ ign~ep,t .from t.h..f.~PVe:Pt-?~;;to. the

eppLica t,i.on~l1,s;t! LncI u'8!?, a ;~j;?J)p.,r.?J;"e.s;umrnp,~'y, ,she~.t c;:cp1;:,P i ni nq. .-~h·f,.:,

field of the invention, the Bd.:v03n't:a-9~s, over t:.l1e PF;io.FC3;rt"03}1,d,,Cl;;
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brief description of the ba.sic steps or elements of the invention.

The regulations also required'that<alldocuments must be on

legal-sfz'~:~'crp~,'t". F6110wlhg n'um'e'r'ous 'compii;(j?ht'~ to the Patent

Office , ,:the :re'gula,'t:fbns:wi=re -'a'n'E?nded"irr'Au'gU'~t"to'; p~'tht'{t::' the use

o f 'the':':,rnterna't'i.'ori~:li-y a'dc:~pte({'-A:-4 sizep~aper. Fu'rtheF,' it is

n6~:"nebessaryth:lde'n't:lfy'the l'nveht:'6'~:'6hly'by natri~; aha the

r'e'qu fremell't:'for' a" f'bl·'m:alass'i9nroen't ':h,'~'k b~'~n: ':wft'hal· aw~'.

Argentina

The" p're:Sk'i{:t:<p~ten't' Law'ha's beeri In force since 1864, and

'a'nu'mber :'cffa"ttem"pt's ":at' new l'e:g'i s l af 1. dh': :h~:vk be'eb: mace 'lh "th'k :i'~~t

two decad e s ; The draft law which~ was proposed in 1980 appeared to

b~:::l1e~'de(i:'"t6wa't'a"":ci:ppi'b;jal', b:h'E' a:'c;i1:~rigk"""iri {h'e': g'bve'rnment c au s ed

a li':a'Cfi\'-i'ty: :t()-':c:~'bs e'. SubS'ta'rit'i ';g"jj!y',th e 'S:'~rriE? :ir'r~'f_t: was Bqe i n

being actively considered early this year, but the'

Fa:lklah'aS}'Malv ina s 'to'nflTc't: h'a's d{kiGpt~a :'ali :h:'odna.I gO've'rhinen't'·

act i.vi, t ies , cln,<:i ':i t ba tinbt''"be:p}r ed"'{ 2 t-eCl wh ~-h:":the-'::'s {t\.l~\: i'6h:' ':w;:(1:1

s't~biti:Z'~'.

The a\"a'ft :law'::~hfth:w'ds'Jride;;i:;'-' s tudy c on t ai ried '~"~~jk:rai

impdit:ahl'i:iTIprbvkhi~n't:s"over'th~''Cl1'r'r~h:{ law. Wh ire'the ·p'~-ten;'{

term rerriai·n~(f':at':j'5":j~'ar:s, 'b:r'C;Vlf3;io'n 'wa's made .-';f:or::'hn':;'kx'{~hs'loh of

three 'year'suncfer': c~r:tain 'ic'i'i'blJtns:t!a~ces:~ If-he flme'forwo-'rkl'n~j was

extended to f o ur yea.:r's'frorrt·'fiting or'three y:earstrbni qran t , end

f\Yr f:a:ii\lre', ':t:6:':~d'r k :'~a:s ;~ ]>i~ihat'ed. 'the·

c a's~:"'-b f 'a;'; pt:b:d'u't't' whb-~ e' ':pd:h:'~~sbf 'mk:n il"f'a'c'tu r'e:'il~s:"lj"~:e n p"~:'t:~\-i'i:::e:d I

use '"f' t.:tik,,'p:alen te:dp:'roc'e's's"'i'sp'ri?\:hiined, ahcfthk bu::[:(i~ri oTpr'o"o'f;;

is pYB'ced:'upoh;;'the'<~hcu'se(rii1itl'~ge'i".

-12-
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;II},.: t he tr a Qerna r k :area r: a new .l aw wa s;:enacteo> i.n. ea r 11':'

19'51"and it pr ov-ided for .thecadopt.d.on oLth~; rn.t~rnational

C'l a s s i f ice t Lon.jof , ma,rk$::-,fO[ q ood s and.. ser v Lce s., 'r'he c-in-itial term"

for a mark r.emadnsiat ten: ye a r.ss bp,t,,-·;pro.of;: ,.of',:,-iac,tua:l use> dur i nq:

the La s t- fJve yeer s-.of,::-:th.e-:. term- 1,8. nOW', r e qu i-red for: any re newa L,

Al,tho-ugb'" there,is,';:no prov i s.ioni.fo r aut.oma t ic- :l:aPl?i.ng'",ofa non-e u s e d

roark, anyvi n ter e s ted per.ty.ic an :-petLtion:: fo r ca nc e Ll et.d on v o f: a.ime rk

forf'a .iLure., .to ,use .•, vi0.:l:'ati-on'; of ..t.radema r kvr ights.,-is;"a,>publ:i c

c r Lmi na I. ac:t under thE' new-,I'aw, 'andtbe': qov.e.rnme n t. is; ob l, Lqed to

prosecu te i nf r-i nq ers.• ~' Penal'ties, .inc Iude ,po:th;J'i rres.. and.. prison'

t e rm s •

A new technology tr a nsf,eJ:':·:::~l:a:w,::, WB sia 150' e.na ct.ed. 'in:: e.ar.Ly

1-9,8::1-,,:.'8:l1d iJ: ,prov'ides,:-;t,oat ..gover,nment;',,:a,pprov,el i.s., rroi.Lcnqe r

r egu i r e d :,Lf,,:,the,.for,e.}g-n;pa.rty:: ',toX -th¢:;-~,g;t<eeTI\eht d ocsr notr contr.oj.

.................................t.:h;,.:e". local.party. .guoh • an aqreemerrtvne eds i-on Ly .tobe, registered

for -informar-i on pu r po s.e s, and, the', .pre.v-i.ou s t.r es t rd c-t i.on s 'on

royalties" -andvo t.he.ri.pr.ov i sLona are no Lonqer., applicable~

1',greementsbe,tween' paren.tiand. .subad.dia ry: compan i e s: st i 11 requir s

approval and registration. It has been e s t abl.Lsh ed that the

failure, ,to 'register,an.agreem.ent': wilL..nob: a f fect .:Lts·: val id i ty or

enforcement." However:" it,,:should be:nobed: that un r eq i s ter ed

agreements' -wi L'l : be: .sub] e c t: .to .h Lq h e r- t ax e s-,

Mex·ico· .,,'
...............................

A:fteLthe enactment of the 1976 Law"on'Inventions,<and,

Trademarks, a group of u.s. companies with.vbu s-iriess i:nt.e,:r::es,:ts;:·i-n

Mexico began a study of the legal and economic implications of ·the

-J3-
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law', That s'tudy:idE'n,Hfied 'the fo1low'ing: four areas which were

considered to-':he of:, t.he gr'eat:esb'c'onc'e-rn s: '(J. )'-':fhe'>":la'wel finlhate'c(:

patent protection fo r vce r t ad nrcr itlc'al ar e a s: 'of:' Lndustri eI :

activity:' i ncI udinq. me-tar -a:11oys,".; bd.oLoqd ceL: LnventLons,

agricultural chemicals; 'and: heal th care compounds r: (2 ) the law:

provi<ledasho:r:t; p'a t errt ' life], "ten years; and. atsho r tt p er Lodoe-fte.r.'

which a' patent will, lapse' for fa ilure to' expLod t 'f four' years); ('3)

the Iaw :r'equired>:th'e,: fotce'?-,bra:hsfer'::of:'know~howto 'conne'c.t.don

with 'the: giant: of "a'::compulso:ry L'icense. of,;a pe t.e rrtt-o'r cer t tf.Lcet e

of inventioh:;", and: (4 ):'thelaw required the linking' of

foreign-originated marks with Mexican marks and provides for the'

compuI sor y·>lic'ens in'g: o f 't,r adema rks-:

::-;Based: upon 'its:'s~tudy","'the"g<roup<-has"·:e'ngag'ed in 'ex'tens''i'-ve

d Lal.oq ue with' the'local'::intWst'rial:' 'commun i by(,:, and 'with many

. government of ficia 1S. "'Re'commendations, fo r' cheriq e haVebeE'n

offered :by ~th'e:: 'gro'up',''bu't,:expe'ctab'ibns:, are- un.cert.a i.n. diJe:'-tb': the"

current f i nanc i.eL'<cr.i s.i.e-vi.n'. Mexico. A-ny': proqno srs:' is:',fur'the:r

comp'lLca t ed. by' the'fac,t: thata,new':governmentwill teke cof.fice at'

the beginning of1983V

A~ reVi.sed' 'Techn-ol:ogy' Tran'sfer' Law vbec ame eff ec t.Lve .i n

February of this year. The:.spirit'ofthe'odginal 1973: law is not

altered, but there are a few: changes which should' be' noted by'

those doing business in the country. These changes are intended

new ts ~.. ~, .

techn'ology.::i'nter'-change':, a-rid they e.im to·foste-rmbre' Loc'a I

t aohno'Lcq.iceI: development".

-14-
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one rof ,:,the "chen'g:es' '1n':the-i :::-l 'cfw":,i s : the-:::iiitllis;ioh :'iin: "tbe""

r o's t er. of .corrtr ae.t.s :,thab (must 'be registe:r'ed:,':_wfth/-::":,th:'e N'cftTObci'T""'-

Reg,is:tJY: o~f'_Te:chnologY-",Tr,ans-fer:,dE' ':bho's'e'i pe'titictlning' '.to':c'on'!:fiiT'tThg

and evaluation 'pet" formed, :by:",ror\e:ign't.nd:ivTdiu a:1's :'6r' ~c'6m'p'a:nles ::-cind-·":}

those rel'a:tirig r.o.compu t.e r.i.pr oqr.ams-, ,Registra'tion is still ',:,'..:':(..::

r equ ired for 8g r e eme nts: ,'C ove ri o.'g' ·::t ran sf.e.r: d'f::p a--,t'e n:U:'f', :a:e'sTg'-rlS:-,'

t.rademar.k s., mod ela.,'. ;-e'ng Lnee'r.Lnq ,pYan:s,:,-: ':nfah'agerne-'n,t:' 's e r v i'ce s

and: .techn i ceI: .ass.i:s t'ancc, :Stl'II" --ex'elud'e'd',-:fr omvactivitie's ',de-:edtn'g'

reg is trs_ti.on';·a:nd'app-r'Oval ar·e-,,:those': ,j nvol vit'fg plant: :and rnachd.nery

Lns t e l Le tLon, .repedrs ;/"einetgen'oy::'s'ervtces':'and' hra'ih:.i'hg.

'The new' .Law g'lve:s::the,'-Sec;re-taY:i-c(b' :of' 'NatLoria'I 'Pt:(J1?er'tl'e:s

and 'I:ndust[':'i-a~l::Deve.1opment,.cons,iderable':au,th6tTby in-":r'egula"t:'~fhg

te:chno:lngy r r ans f e.r.vand. d ir.ec t's'c"consul t'at'ibil'~viith~ap-ptbpr'iab:'

pub1 Lc .e nd pr.i v ate: "o'['ganLzatI on'sv.whe.n vse't; ti:'ng·,'pbITCy'. The

S~_~:rgtariat: 'res,PQrrsibilLt-t,E's', i'n,<:J'u'd'e: g'u-iding: .the -choi'ce o'f

s u itab:le,'_t~ cbrro.l ogy-;,;': de.t.e.rmi n.i nq. max im'um"paymeb tSi cffte'r s':tu:ay-,ihg:':

charges for comparable technology, diversifying and,I'trd're'a's':Fng

produc.t irorr .ofiIp.r LaT:t,ty' goods ;.: {ahd::::en.cou'rag'in'g: >assirn,flCitlon of

foreign,techn"o,logy and" d ev.eLopme.nt; "of:' dome-st:tc':cFKD-.' Foreign:

companies ma-y f.Lndi ithat: S,e.c:r:'e:ta;i'>ta:t :6f:ffic:i aT's :" wt -l l 'he~ mor e

ins i.s.te nt; :'tHabloc'9;l-:-f i.rms ':100 k. <fdt: 0::'0 ome.s t tc:'substi'tifte:fb"r

fore'i-gh: ;:t~chn:o-log:y-', .and :theyiwil1: <"st'r:o:ri'gTy ifavor" ,,'cOnt r,:a'c:~s 'ge:a~i::ed

to Loc'aLc.ad apt'at-i.on .ofriarid: i.mpr ov'ement "on: "fdr'e.,{fg:n' 'pr oce s s e s ..

Th'e:lts t,o:'f,: ,'c-ont,r;a:'btu'al':::c-ond:it ions; "tha t Me:,x-i'cb: 'wEll hoot:

permi-t. in .techno-loqy. '6ransfer' aqr e emen t s- ii'S' :la':rgely'. ':'uht:hc.lhg~d.":

Officials will rej e ct; .cI'au ses that>allow thetechl101ogy 'supplier':

t o interfere in the' _mahageme-n-t'of,"the":acq'u-'lr-i'ng:'cbmpa'hY;,:: r e s't r.ic t"

-15-
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its:,abil,ity ,tp.::conduc,t: r es e.ar.chj vp r oh Lb-itr-t he 'u~re ':::o,f complementary

technoJpgiep:,:impose .p r oduc.tLon -vodurnes. :,0 r-max i.mum. -prdce s.,. Lim.i t

,freedom,to ,s,ell"obl+ge theloc:'a,l company .to .pe.rmanentLy. employ

pe}:E;0l1::S ,~q~s,ignat,ed by, ::the,;:suppli-e'r::;: requ-i r era cquLsd t-forr.rof

spec i f Led goops .or raw:-:ID'B'terials::.or:- impose;;c~:mfidenttal;Lby

r equ iremerits ,beyond the t,errnof,the contract.

The, previous"pr,ohibitionagainst ,grant-back c.Lauae srwe s

s),:i;gb::t:1y qI1'.Q.,D'ged',·i-:n::9;,"P:Tac.t i caL .re.coqn.i. t i on. -of. .common .Lridust ri eI.

pr acti.ce. Mexicam,fLrm:s-, :s:r,e,now:::allowed:t.o sh.ar.e 'wLth'::.the::

suppl ier Of ,tec;hnology, new developments, they 'make in .tha't

,e:t:~_chnolo9'Y if;:,the::,;arr-angem,ent- :Ls',:.reciproc,al:: o.rvo ch e r -berie f i ts i'3re

p r ovIded-, ·"The: r ul}i:ng) rag a-i. nst: mandato r y .seles ...or. 'r'e pne.serrr.e t do n

con t r ac t.s, wi,th -the:~:S.-!-lppJ.;ie'r·:ha sr.aI so been, ea sed, The,Secpe:toari,a t:

may a 11 ow. ',S uch oontr act.s .f o r expo rt.s- if,-th e. ~M,ex i-canjpur cha se r

agrees and vcan "sho""th.a.t .the fcu;i.gni supp.Li..ecr,."has"..gTe.at..erc

expext:is,e· or: cis i.n: ,p>pos:i tionvto. do, :a,:b.et:t"e:r', marke.t I nqv-job ithan~

the .Loc aI firm.

An" :in't'ere,st'ing .andvpos si.bLy :,t'roubl.,e's:ome::a'ddition:: .tofth e.

law is t.he ,r·equir:emen't: :that- th,esuppli'er',·con·trac:tua'lly:'gua r an'tee.

the quality and 'result'So.f 'the technology provided. The contract

mustalso.:spe.ci{y:,:that"the: supplie r-ras.sumes .r e.spo ns .i-bi-Ldty: 'fori any

infringement of the .industrial prope r ny ,rights ,ofthirdpart.ies,.

,The:1.~g-:is:-la:t,t:on:,does:not.:s.et:, max.i mum -ro.yaLt.y 'l:ev'el~,:

term, ,oJ:,:,t,~c::hl1ol.o:gY',::t:r;an,s.'fer__ eqre emen t s-con.tIn ues , ;'.to:,be 'ten ye.a.r s,

Th_~:,: .sanc ti-i ons whd ch. are'; p rovid e d- ,.forvio-la:tions,:of: t'h'e ,...law a r.e:

ne\'i;r', :BJ1d,,: the~~: :J.ncl1.1<:te:hep,Vy ,:finane ial,:,penalties:'.
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Brazil

The N",tionaL Lndu s tr i a I Property Insti tP.te: (INPIJ is

actively, rng:ag,e~l in ,t.:wPPFO:gr,5J,m.s -of i,f;l.t:eres:'t;._". one. of.. th e s e is", an

effor t,.):o Lmpr 9Y~ tCLE? ti Ill At1 g:: and qpClIJt:y·, o f. dec ision s > on.. pa tgt}1:

appl Lc a.ti, OI)S~ In .thd.s :[,egacrd).: the st.a ff of exemdne rs-, h as. beery",

Lnc r e ased f r om about.,2.5 in IH76 to rno.re .thanfiv~.;tilll,~,9 ;tl;1a1:;,,:

numbe.r today. Ex amLn at i.on . p,f:,ch;emic?J pp:ten-ts: hag .fo r mer Ly; lpe:l2t1'

the great~Rt pr ob.l em., but. this can now b~ e xpected withi n., fOtJ1:

year;f3:"of filing.,:,-, less , thanchaLf o f .tb e .time p rev i.ou.s Ly. nece ss ary.,

'I'h e.. other vrogr am.: i nvo.l ve s pubLic., edu'c:::~j:ipn,Clog:,. i t:_<~Ei:'"

designed to encourage the development and patenting of inventions

made in Brazil. publication,~:?,r0 be.i nq distriQuted and seminars

are b e i nqio r q an i z ed , t,b:e,xpJalr:!=h~,pi3~!?rir,: sy,§:;t:ern;~__I'ld_"th¢ value of

... 1=0, .c=.a_lly-m~qe,-: Lnv e n t; i on s , J3,r: ,az.iLi an~n(l,:l.l:;tr y., d9~S·,t)ot: n o.r maLl y,

prov i de .i t s emplqy,el?s-:wi t h t he as s i s t.an ce of iD-:::.h()u~e·'p e t ent;

counseL. ,tro',~9;enti,~Y and pe t en.t ne~ deveLopme n ts , enc:1<;9DSidE:'ri?Q:+e, -,

work will be needed to. ov.ercomethe eI1!ployees!da.ck of .knowl edqe

and und e r stand.inq of these::,InCltt;er,s-.

About ten years. ago, INPI replaced the.B"'TlcoCentr",l"L

Bra z Ll ..as the" authori !=yc:,.:I;"e.sp!?n.s i.b.I.e f o.r.. ;th.e rev iew ,oJ1.d appr ova 1'9~

t,ech l1ology t,t"pnsf,€,r aq re ements, Since .th e t -t~me ,; INl?I:: has

primarily placed its emphas i s on the:,eliIllinattpn-o.:f.;:,:res,tr~ct:lv'E?:"

clauses from such agreements. The most objectionable clauses are

those which place restrictions upon exports and those in which the

term of secrecy extends beyond the life of the licensed patent.

Another clause which is strongly opposed is one where payments for

-17-
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technology must continue over an extended period of time without a

correspondingly continuous floW;O'f:':"1:echnology to. the licensee.

St.a rt.Lnq iLn 1975':t INPI',,' ha'sf6':tihallzed'~ i'te(: ba!51'c:: ton:bep"t's and rules

ib':, a:c- se'fi'es of:' No'rm a tive':-'AC:t's:. Th;e{s'e'~' Act's 'es t abl ish'ecr:''f'l v'e

ca t eqo rie s" -i nt.o': whl:ch':' agi'e~m~nts':- are" cl'ass1.i ied:~ 'def l'n'ed the

pro cedur es:', f o'r ~in;ahd;B:tory:':p'Fl'o'i":: consul't.e'tion 'w'i-'th r e spec't - to"

agreements and e s t ab l i'shedsp'eci'i=l1 reC]lll:atib'hs 'fo't ce'rt~iri'

speci.f fe' fields'o'f') t e chno'Lcqy'. IIi. addl tion," 'ov'e'r-',:t:he'L=/s't-." tw'2{!

ye a r s, INPJ>:ha's be qun to s e trup wor k v qr o ups: i n'vp art icu l ar

Lndus t r ieL" a':te'as'},:'a,'nd these 'g't-oup's s e r ve: to p rov i.devadv Loe 'and

consultation £-0 INP1;:>in:'th'e:rr'6:~sp'e'ctiv'e ere a's of:e'xp'ertise.

" Con'c Lusi on"

Gene'rally spea ki nq , 'the' -laws;' now 1'n f o rce In 'Latin"

Amer.Lca. db rio t.vp r ovd.de. a f:av'6rabl e,cTirirate 'for the "proper

protection' of Lndust r ial pr ope rtY"r igh t s, There" 'app'ea r~:::t6 he;som'e
opportunities for theenactIllent of desirableamendrnents, but this

will:requi,re":a conce r t edve f'fo r t by t.he' comme r c ia'I" and legal

sectors to identify the perticular changes to be made and to

conv Lnce the' appr opr iate o ff i c i a Ls o f' tne", need 'for such'." changes.

The pri.mary ohstael'e's' to 'achieving the's'e'go'als are" the"'alm'ost

con t i nuous' in's'tabil1ty oe:mos:t'" of thenati6rial gov'ernment.s' and 'the

f i nancia I" 'ci"Tses::' that' 'ex:i.'st! due(to"in'fla't'ioW.

-18~
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Japanese Group Committee No. 3

K.

S. Yonezawa, Hitachi, Ltd.

K. Yamashita, Sumitomo Chemical Co Ltd.

Co , , Ltd.

Speaker: M. Takada, Mitsubishi Electric Corp.

RECENT SITUATION OF

PATENT AND TECHNOLOGY TRANSFER IN TAIWAN

Abstract

There has been no amendment of the Taiwanese patent laws

since Apr il of 1979. Accordingly, the content of the present

patent laws seem to be already well known. However, the

actual situation of operations is not well known. in general

because of the shortage of information. The purpose of this

report is to introduce statistics for patent, utility model

and design applications; brief. of ,the National Bureau of

Standards; the .present status of exami na t Lon procedur esr

miscellaneous topics; and an outlook of technology transfer.

information introduced here was obtained by the cooper~tion of

four major patent firms in Taiwan.
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In recent years,

It is expected that

industr ies in pursuing its economic goal.

the diversification of its industry will increase the

under~t~~iling oIth~ importance of industrial property.

So far, Taiwan has relied upon its labor intensive

development.

Tn thp. Tant np.cane, '1'a'i':'"n ha s ach i even very rapi d

economic growth. As shown in Table 1 (See apended Figs. and

security of Taiwan seems to depend upon its economic

the major members of theiriterriatiorialsoCiefY;and the
U

future

In the area of world diplomaCy; Taiwan is isolated from

1. INTRODUCTION

528

compu{~rs,";'~ticai fib'ers and the like.

revised patent laws, we will report only on the present

Tables pages 16-31) , which illustrates the market size of

Taiwan for 1980, gross dome~t:ic product reached $40.3 billion,

and per capita income exceeded $2,000 in 1980.

however, Taiwan is trying to diversify its industrial

structure!:>~'~~~i~~'intohi9htechnology areas such as micro_

>; ': ::" ..: ,.:-': "
Taiwan has revised its patent law three times since 1949

when the origi~al patent laws were enacted. The most recent

revision of the patent laws was enacted in April, 1979.

since we believe that most of you are familiar with the

prope~tYfi~ld tnc:i'ud'i.~g statT~£ics on technology transfer,
.• -:'(',.'.:',,::',;:-: ,-::;",:.:::,,/j :>.-,;<:) -:

which were obtained from- var ious patent agents in Taiwan.
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This data is

Fig. 2 is the

This increase is

Table 3 illustrates the number of applications for

The number of published applications indicates that

\ .\

the filingsdue to by foreigners, as the number of
;··;_.'':''i.

applications filed by domestic applicants lias not

Table 2 illustrates the number of patent applications

During the past four years, approximately 13,400 patent

applications were filed, and about 6,000 of those applications

II. PATENT ,UTIL.ITY. MODEL AND DESIGN

filed from 1978 through 1981, and the number of patent

applications has been increasing ·rapidly.

substantially increased.

about 45%.

applications published in the same per Lod ,

graphically indicated in Fig. 1.

As apparent from Table 2 and Fig. 1, the number of patent

by foreign applicants, mainly from the u.S. and Japan.

utility model filed from 1978 to 1981, and the number of the

were published. This suggests that the rate of allowance s

1. Statistics

foreign applicants obtained most of the patents issued during

applications published in the same per Lod ,

show the number of design applications, and the number of

design applications pUblished. In both cases, the numbers of

applications rapidly increased over the past four years. In

contrast to patent applications, more than 80% of the

the past four years. More than 90% of the patent applications

PUl:>lI~h~,jiro';'i978 {hrough 19i31 are;tll~~e appJ.icai:{6n~ filed



utility model, and 30% for designs.

4

thegovernswhich

The National Bureau of

office

is responsible for examining

centraltheis

about 3,100 design applications were published, which

indicates that the rate of allowance is approximately 35% for

design applications were filed by domestic applicants~

From 1978 to 1981 al:>0ut 23,800 applications for utility

model, and about 9,900 design applications were filed. In the

same period about 8,800 applications for utility model, and

The Department of Patents is responsible for examining

than three times over the past decades.

applications for utility model, and', more' t han ' '70% of the

Table 5 shows the total number of patent, utility model,

and design applications and publications thereof from 1970 to

1981. The total number for 1981 indicates an increase of more

Trade and Industry (MITI) in Japan.

standardization of industrial products and the manage~ent of

weights and measures, in addition to industrial property, as

patent, utility model, and design applications, while the

Standards

trademark applications.

(NBS), and the Ministry of Economic Affairs. The Ministry of

Economic Affairs is similar to the Ministry of International

2. Organization of the National Bureau of Standards

The competent author ities in Taiwan which governs

industrial property is the Department of Patents and the

Department of Trademarks, the National Bureau of Standards

Department of Trademarks

530



examination (c) appeal, (d) re-appeal, (e)

administrative suit. The respective stages are under the

administration of the following authorities.

5
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patentfor

3. Examination

(1) Flow-chart for patent applications

Fig. 5 shows a flow-chart

The Department of Patents consists) of),the,following',three

divisions.

Division 1 assumes the r eapons i b i.Ld t ycEor "generaLpaten~

administration andtt'he« fo"rm'alLti.esu'teg:ar:ding': examination of

patent, utility model, and design applications. Division',.2

and Division 3 are.ir eapona i bLe.tfo'r substantia'! examination of

applications. Division.2 examines patent applicationsdn the

field of machinery equipment & dnstr,uments i 'and electr ic &

electronic appliances, while Ddv LsLorr. g,} examines5::·those':><in t.h~

field of chemicals, articles 'fou,daily 'use .and miscellaneous

goods:, )toget'her with,the,substantive' examinationof"aesign

applications.

The personnel of the National Bureau of Standards numbers

about 300. The total number of personnel numbers about 80 to

,90 in the Department of Patents, and about 60 in the Department

of Trademarks. The number of full-time examiners is very

limited, with only 9 presently being employed. Therefore, a

large portion of examinations has been performed by outside

examiners.
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'( c)» Appeal:

Presently there is no standard of examination.

However, the National Bureau of Standards is now working

to complete a general standard of examination. It is

expected to be completed within another six months. An

industry by industry guideline prepared after completion

of the general standard of examination.

The examination in Taiwan is very strict compared to

that in the United States and Japan. For example, if the

inciple is already disclosed, an invention relating to

known equipment or

which would be patented in the United States and Japan

without difficulty, is in general not allowed to issue as

a patent, but is requested to be changed to a utility

model application. Also a new use invention is not

(a) Primary examination:

National Bureau of Standards

:(b) Re~examinati()n:

NationalBur eau. of s.tandards

532

(2) Actual condition of examination



the International Patent Classification (IPC). An

are in charge of chemical applications, and they perform

7

533

of

from

It is

constituted

as professors

are

such

Re-examination is performed by a

stages are sent to the outside

will. be explained more fully

examiners

technologyin

and as

Most of the examinations ar eiconduc t ed by

outsideThe

examiners,

has been improving, but is not yet sufficient.

hereinafter. Thef"eexisLs a problem with the uniformity

and re-examination

of the exami.nat Lon,

e xamlnervLnt.er v i ew isn6't' allowed.

Attachm~nt of Cited references to the office actions

patentable based on a notice by the Ministry of Economic

Affairs issued about six years ago, although it is not

specifically marked unpatentable under the patent laws.

Most of d1e ex:'aminations 'iIl 'the pri.mary examination

Lmprovad with 'respect to chemical' cases.

different' examfnor fr om t heipr i.mar y-cstaqe examiner. The

'd'lstrib~ti6n Of applicafI-b:ris'to th~~x~riiinef~ is based on

to employ twenty new inside examiners.

(ii) Examiners

Thete are nine inside (full-time) examiners and

about 250 outside ~~ examIners in the National Bureau of

author ities

Standards.

outside examiners. Six out offhe ni116 inside examiners

': .. , ,',:: ',-- ,,-,::
re-exami'na'tlon more frequently than pr imary examination.

According to ·theinformation . from

agents, the National Bureau of Standards is now planning

~~ reported that the aforesaid problem has ~ been fairly
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the

This

from filing, an

If. a pa~ent is allo~ed

term

the number of patent

effect ofexte~<jingthe

the .avE'.:r:Cl-tJ,e

have

~()\,?~y~r, a~ th~;)I.l~,t,i9.3.tio~,st:a.tistiS~.show,

considerable difference in the number. of

lTl i g h t
,-,';

At prepen~,

As the statistics s.rp~.,

the, case of .. :.;~n,~_~.:r.t.I1g

into a r evoca t Ion ?:r_oc~~_~~P9,~,,,i takes .a,I1 '.add i tJona~._six

in9rease

i t,takesanother six months.

months .

r e spec t LveLy , .r r the pU~li!"he<j ,,:pplica~i()~ is opposed,

UD,~Y~F.,~itie,~,<:an.d, hig~ r ank i nq mana9.~_~$.. ,J:~~p()n~~q~~ for

t eohn LcaL matters in industr ies of ~he ,,)?ublic sact.or ,

They are elected according to the .notice enti tled

app.I Lcat Lon to publication takes about eighteen months in

the case ofpaten~s and utilitymodelpr ,,:~dfrom nine to

(iy) Allowance rate

No statistics are. offic~ally, ava Ll ab'le.. but it is

months or more.

there

i~ppli.catio)1s .have be.en incre,,:si l19 very. r ap i dLy,

Jan\lary, ~982,

(iii). Actual terms for R5osec\ltion

percent
. ,-"';

exam.i nat Lon ,s,tag,e., is b,e,tw;~,erl_"t,~~I)ty (irld~,hiF.~y pef,C:,~.f.l,t.

The rate after re-examination increases to about fifty

"Election of ,patent examiners and its 9uiCl!?."~s;:;;ued on"'. ;:

I fallowed a ft.e r r e-iexam i nat; i.oI1.,~~}~,9. ~PP,~~l" _ the

.,.3.ye,r?,ge terms become .,e:,i.9.ht"e,en morrths ,and two year s,

5.34
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the

fo~eign; origin:"

86

1~59 ~

number .of opposition a.id

Number of
Revocation :,Proceedings

Chi,nese "';and

Accordingly, the allowance rate for

319

189

475

between

The .app.l.. Lcat Lon ia.. e xam ined, ",under

Number of
OppositionYear

1979

1981

pub.Li ca t Lon.

appl ica tions.

There are no' :$tatistics; "on

foreigners is higher than the averge figure.

The reversal rate at the appeal stage is presently

between ten and twenty percent, however, very few are reversed

Adm LnLstr at; ive· f\.l?pe.a1;s ··Law -: "-,·':[',he:· ,La,qmj; n i.str at-I V,E!' su-it :is ",;un,de:r~,

the administration of the Administrative Court. The Ministry

(3) ~Appeal,~Be-appeaL,Administr~ati17eSuit,

and Cabinet in Japan.

revocation proceedings. An agent gave the following informal

numbers which can be i.cona Lder ed as a guide.

at the re-appeal stage.

(4) Opposition, Bevocation Proceedings

The number has been· Lnc rea s i nq yea. by year ,and ,it may be
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each of the suits.

patents, utility models and designs.

10

84

40

44

In most cof the sui ts a

Number of
Cases Terminated

38

75

Number· of
Suits Brought

1981

1979

1980

proportion with the development of domestic industries.

According to unofficial information provided by the

utilitycmodelccapplicationsfrom patent applications durinq the'

The change from a patent application to a utility model

Number of Suits Brought in Civil Court

course : o t vprosecut.ronv Care' mus't- be- t aken for the tfmfng ':6f'

cases for ,improvement inventions are<r equLr ed to be changed::'to

The penalty provisions in Taiwan for patent infringements

application is frequent and common. Particularly, mostcofthe

(5) Change of Application

includeirnpr Lsonmant; and/or a fine.

concerning the number of infringement cases relating to

the change ,since no change is allowed after the appeal stage.

patent agents in Taiwan, the following data is available

4. c,Irifr ingement Suit ·ofPatent , Utility ModelcandDesign

available regarding the contents of each of the suits.

relatively low fine was levied upon person found glJiltyiri
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11

A.,ttorpeys. at law, r eqi s t.ered technical adv i ser s ,

5. Topics

effected.

~Qveme[}~s t9._,r:~Y~$:e ~he"i R,~1:en~:,_-Laws.':ar,?!. 9~19¥ed because

of the replacement of the Director General of NBS. Thus, it

is not, known when the, revision .'of .. t.he . Patent Law.s .will be

(1) Movements Toward Revision,of.the,patent L"w

agent.

(2) Replacement of the Director General of NBS

In May of this year (1982), Mr .'~an Wei Chun was

appointed as Director General in place of Mr. Kou , It is

expected th~t the patent system will be improv~d under the new

director gen'eiaf.

no drastic rev i s i on is Lncor.por.a t ed ;I1thi~ draft. The. draft

is said to set up a three-month training insti tute,~pr, per sons

prior to their registration as a patent agent. It is not yet

registered accountants and those who have engaged in

examination may be registered as patent agents. The draft of



pUblication 'containi'ni:r 'all, of' the" applfcat'lons

published in' 1981' was is",ued in June of this" year;o

The 'followi.ng publi,cations' will be' issued yearly

Wrth't'hese publication's, it 'wnl become easy for

to conduct a search of patent,r in"Taiwan;

published between 1974 and 1980.

In December of 1981, the first pUblicatiCl "! was

issued which contains all of the applications

12

a drawing ..
:.;."..-;

(i,,) cor\tarh dotIces aridhe>,s"rel':'tl'hgto' industt1:'i

property.

(ii Cl"ssificati?n/a!2!21icaIlt i nde x of paten t a

,The!2ui:>lisped,applifations are classified ascor,din9

to the Ln t e r nat.LorraL Patent Classif,icati,cln,sy,?tem ..
:," '" ,x'"

(iii) The other publications relating to patents

"Pateritsfor'iridustry'" 'pubifsli'eid monthly by 'NBS;

(iv) "The 'Pate"t''' ptib11",hed monthly by 'a" p'iivate'

(4 ) Publi ca t ions Rei a'\:'l'ng' ',\:o"Patents'

(l'F'The' OffiCial' jOtirhal' «patent 'uti'l'rtY" model"ani:l

""d""'ign)'··

'The 'Journal'is pubHshed'twfce"a mohth; It': conbUns'"

the claims of a published application acoornpan Ledvby'

538

known when the new regulations, will become effective.
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13

and by, indust,ry

and 11, the' Uni ted States

country/area

Fig. 9 and Fig. 10 are the graphic

1981 by

Fig. 6 shows the amount and the number of

to

Fig. 7 and Fig. 8 are the breakdown of the abovef igur 78

by country/area.

There is a big. d~ff~rence in the amount of tI1v~~tment per

investments, Japan exceeds the United States. But the number

but in recent years, the amount of investments from the United

As shown in F i.q, 7, the amount of investment f r om .rapaI1

Fi~. 11 is the cumulative number of foreig~ invest~en~s

by country/area during the same period.

respectively.

indication of the cumulative amount of foreign inv~stments

foreign investments in Taiwan over the ,past 10,years_,

introduction of capital and technology from Japan and the

economy in Taiwan can be attributed to the successful

It can be said that the vigorous development of the

On the other hand, with respect to the actual number of

the amount of investment per case. Thus it can be said that

I I I . 'OUTLOOK' OF TECHNOLOGY' TRANSFER

and the United States in Taiwan drOpped after the peak of 1973

from 1953

the amount of investment per case from the United States is

averages 2.8 million dollars and Japan 0.7 million dollars in

United States.

case between the United States and Japan.

much greater than that of Japan.

of investments from Jap~n has not incre~sed since the peak of

States has remarkably increased.

1973.
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technical cooper ation agreements,of

Chemicals share 15% and Mechanical equipment &

and Fig. 14 are the graphic indications of the

shares 43%.

Electric & Electronic field overwhelms the other fields and

instrument and metals share 9%, respectively. For reference,

a profile of foreign investment rule in Taiwan, published in

the United States shares 46% and Japan 25%. By industry, the

"Business International", is attached as Table 6.

Fig. 12 shows the number of technical cooperation

agreements in Taiwan for the past 10 years by country/area.

In the cumulative amount of,investment from 1953·to1981,

It is noted that the number of technical cooperation

By industry, the Electric & Electronic field shares 26%,

and the United States have decreased since the peak of 1980.

,-. --,

cumulative number of technical cooperation agreements from

agreements from Europe has increased, while those from Japan

1952 to 1981 by country/area and by industry, respectively.

ran ks second ..

cumulative number

Fig.

sharing an amazing 67%, while the United States shares 20% and

Chemicals 20%, Mechanical equipment & instrument 16% and

Metals 14%. The average royalty rate is 2.9% in the Electric

& Electronic field and 3.5% in the mechanical field according

Japan greatly exceeds the other areas with respect to the

540



IV. CONCLUSION

The industry in Taiwan, developed in compliance with the

success of. export processlng", has aIr"eady---'reach"ed a certain

industr ialized level. Many developing coun t r ies are in a

posi tion to weaken the patent right in their countries, as. the

recent 'movement for the "revision of P:ar:is Conven tLon

LndLcate.s , T.aiwan· is one of the minor i ty -ocurrt r ies which

takes an atti tude in.' favor of Lndus t r ial ized countrLes, !The

patent applications are likely to increase unless an

unexpected change of attitude arises. We expect the further

improvement of the infrastructure for the protection of

industrial property. right so that.the patent will effectively

contribute to the future development of industry. in T.aiwan.

15
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million dollars (1980)

percent

'million dollars.:(1980)

par cane

million dollars (1980)

million dollars (1980)

16

'17 .8 million (1980)

40.3 bill ion dollars (1980)

62 percent (constant prdcej!..

2,078 dollars«1980)

19,810

273

19,733

231

4,673

5,353

(Source: Business International)

Table 1.

Lmport;'

F lye' y:e'a:,r Lnc.r.ease

From U. S.

From Japan

Export

Five ~ear increase

Population

Gross<DomesticProduct

'-P:i:-ve'! year increase!

Per Capital~ Income

542
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17

(37%)

563·
(28.9%)

55)9
(41.4%)

356
(26.4%)

Table 2. Patent (1978-1981)

Number of Applications

Total Domestic Foreign Japanese U.S.
Year Number Applicant Applicant Applicant Applicant

1978 2,800 2,053 717 894
(73.3%) (25.6%) (31.9%)

1979 3,075 2,398 894 1,078
(78%) (29.1%) (35.1%)

1980 3,675 1,024 . 1,099
(27 (29.9%)

1981 3,871 846 3,025 1,183
.9%) (78.1%) (30.6%)

1979

1980

1978 281
(42.7%)



Fig. 1

Number of patent applications and number of publications thereof

1,000

3,000

2,000

1,000

( Number)

(Year)
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(7.7%)

u.s.
Applicant

433 118
(9.7%) (2.6%)

670 217
(12.6%) (4. ~%)

663 306
(10%) (4.6%)

658 256
(8.9 3.4%)

Japanese
Applicant

651
(14.5%)

1 058
( 9.9%)

Foreign
Applicant

Number of Applications

,831
(85.:5%)

Table 3. Utility Model (1978-1981)

4,482

5,320

Total Domestic
Number ApplicantYear

1978

1979

1978 8 73
8.9%)

1979 1, 169
9.2%)

1980 261
.,;;:0

(8.2%)

1980 6,634

1981 7,408

545
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Number of applications for utility model and

number of pubIi.c.l;itibn.:{'Uie.r.of:·'

(Year)

4.000

3,000

Fig. 2

(Number)

546



Table 4. Design (1978-1981)

~Ntlfilber of Applications

Total Domestic Foreign Japanese U.S.
Year Number Applicant Applicant Applicant Applicant

1978 1,481 1,'163 318 154 70
(78.5%) (21. 5%) (10.4%) (4.7%)

1979 2,016 1,$81 435 213 135
(78.4%) (21. 6%) (10.6%) (6.7%)

1980 2,659 244 101
(9.2%) (3.8%)

1981 3,748 385 131
(10.3%) (3.5%)

1978 26
(8.5%)

1979 41
(8.4%)

1980 84
(8.2%)

21

5~7



22

Number of applications for design and

number of publications thereof

(Year)

Fig. 3

5.48
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2,524

1,,449,

1,205

1,786

3,685

6,176

6,269

1,861

, "2,591

Tbtal Number of
Published APpl icaHon.s

4,640

7,683

8,

8,398

8,071

Total. Number
of Applications

Table'C5 .
". ; , , '::;;0,.«-::.

Total Number of' Applications
for Patent, utility Model and Desiqn Riqht, '

1972 '

1973

1974

1975

1970

1978

1971

1981

1979

1980

1976

7
'" "



I
I --j Counsellor & Researchers
I
I --j Taipei Municipal Weights & Measures Inspection Office I
I

L -1 Taiwan Provincial Weights & Measures Inspection Office I
--j Kaohsiung Municipal Weight & Measures Inspection Office I
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Organization Chart of National Bureau of Standard.
Ministry of Economic Affairs

President I
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.
Group) I

Control
Council

~Division 1
•

•. 'Division 2

Ministry' .•• Mihistry
of of
Foreign Interior
Affoir$ ..............

', ,'. ......,Division 3

, .

Bureau of Commodity
inspection end
Quararitial '.

.. ' ,"
Drafting Committees

I

National
Bureau of
Standards

of Weight & Measures I
of Information I

of Patents

ILegislative II Exec:;~tiye.l.1Exam.
ICouncil ICouncil I Council

-'I D'ept.

-'I Dept.

-tDept.

• , I

Bureau
of
Foreign
Trade.

- Institute for Measure Standards (Preparatory

1- Standard

I
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Patent law:
Rule
Admi'riistrative appeals law
Administrative litigation,s law
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Administrative suit

Decision of dismissal

Rejection

Filing of re-appeal

Rejection

Examination of re-appeal

Filing of adminbtrative suit

Fi ling of statement of reasons

15 years from'pJJbl;i'chion
10 years from publication
5 years from publication

If satisfies status subject to Code
of Civil Procedure, Sec. 496
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(P.27.28)
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'Ac,ceptance for publication

Patent
Utility Model
Design

Examination of appeal

Notice of term for fi ling
statement of reasons

Filing of statement of reasons

Send back to
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Send ba~k t9
re-examlnatton
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re-examination

FLOW CHART FOR PATENT"APPLICAT ON,IN"TAIWAN
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for c?mpletion of formalities '

Priniary examination
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U.S.A.
979,498

46.4%
TOTAL

2,110,010
1'00%

JAPAN
522;279
24.,7°/;,

EUROPE
273,736
13.0%.

CumulpV)l~; a!'Jlo!Jl'lt;;Qtfor~igp.cin\f~st!'Jlen~ from; 1953 to
1981 by country / area

FIG. 9

FIG. 70 Cumulative amount of for~ig~ investment from 1953 to
1981 bY industry·'···

MACHINERY
EQUIPMENT - 189 899
& INSTRUMENT '

9.0%

·"~'-""~·,'-.'~"'V .., -'J'.+'_"-,"

OTHERS
481,849
22.8%

TOTAL
.f,l,10,OlO

. 100%

ELECTRONIC
& ELECTRIC
APPLIANCES

910,~.18

43:2%

Unit,: u. ?$1000-
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"'T~l:>le 6. Profile of Foreign Investment Rules in Taiwan

Ownership and Management Rules:

No limitation on foreign equity , "1l:ho4gh;~h'" government

prefers local participation.

Registration Requirements:

Restricted Investment Areas:

Foreign imie,stment totally prohibited in government

All foreign Lnves tments must be approved by Ministry of

Proposals<normally processed within

four weeks.

Economi c ", Afta i r.s •

monopolies, pub.lLc utilities and s t re t eqi.c industries

(petroleum refining). Authorities nowl1lake it difficult

for foreigners to invest in light manufacturing.

Acquisitions and Takeovers:

No special law. Foreign acquisitions require same

approval as new projedi~. iII+ " 'most cases to date,

acqui s itIon was,madei;:hrQughjoint" arrangement, usually

wi th capital increase to' a"""mmodat'" the foreign

investment.

Remittance Laws:
"

Profits, divideQds, Lnteresc and transfers of royalti{ei
;'

and fe,es, remitted without restraint.

repatr iated at' rate of 20% a year.

Capi tal may

No

term loans favored.

Centra't'Bank.

on access of local credit;, Short

rore ac n loans subject to approval by

(Source: Business Intern~tional)
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Unit : Case
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TITLE OF PRESENTATION:
i o,.:

Proposa 1 for Conventi on Pri or i ty Exterision Based Upon Opt i ona 1

Early Publication

PIPA COMmTTEE#3

AUTHOR AND SPEAKER:

Martin Kalikow'i

ABSTRACT OF PRESENTATI:dN:

"It is proposep that consideration be given to adding the following

paragraph (5) to Article 4C of the Paris Convention.

"Article 4C(5)

If aD.~' c?,u~try of the Union r-equires publicationo~

provides for optional pUbljcat.ion,of the complete

original patent application of its nationals, and a

complete original patent'applic.ation is so published

before the expiration of the 12-month. priority period
. . .

for pcit~htS'+$f~rre<J to above ,thepri ori ty period for
-,

navment of an

patent

icatt~n shall be' extended

onal ..applicant'andupon

topubrish .ois compT~te,origi

such published,' patent

from 12 jnQrlths

neques c of any

appropri .

of the, normal':l2-month priority

applic,a;.'iori so, published; the priority

application before the expi--""'"

peri od , With respect' to

558



I. FEASIBILITY

A. In the U.S.A., since

of the app 1i cant, there would be

secrecy of patent applications. This "early publication" service

559

2

coupment basis, probably without any necessity for amendment of

the U.S. patent 1aw. There is a precedent in the present practice

of the Patent Office which provides for the optional "defensive"

publication of abandoned applications.

It -is 'proposed 'that 'c:oJ1iiderat\dn begilien to adding the f6llowing

paragrarh (5 jtoArficle 4CClf t'heParisC()rj~~riti()l1.

"Article 4C (5)

If any country of treUni,oJlreqUJres pu~lica,tiqn Or: pr:pvj,des

for optional pub)icationof t he complete original patent application

of its nationals, and a complete original patent appli,ca,tionjsso

P~blis,redb~fqre theppi ration of. th~ )2~mopth,Priori.typeri odfor

petents referred to above, the pri ori typetiod,for such Pub) i shed

patent application shall be extended from 12 months to 18 months."

PROPOSAL FOR CONVENTION PRIORITY EXTENSION, BASED UPON OPTIONAL

EARL YPUBLICATION

- 1 -

,~rd~t~his propqsal,pnY nationaJ Piltent pfficecpuJd. upop the timely

request oLil,nynationpl ppplicant ilpdUPqn tr~P?ym,~,nt, pfilnpppropriate fee,

undertake to publish his complete original patent application Pefore the ex

piration of the normal I2-month priority period. With respect to any applica

tion so published, the priority period would, under this Article 4C (5) be

extended to 18 months.



3

B. In most European countries and Japan there is already.a mechanism

"fOrsuch~arlYPubllcation of local applications within 18 months

after filing, and it would beosimplematter for these countries

to accelera.te suchPUbli,ationto within 12 months , Theyalready

pub1ish forei gn-pri gi.n"t~dc;aseswithin 6. months after receipt.

II. GENERAL BENEFITS

The extension of the priority period from 12 months 'to 18 months would

"have substantial 'prdfessional and business advantages to all applicants

as follows:

'"t<. '''The applicant would have more time to reach commercially valid

foreign filing" decisions.

B. The normal period of foreign patent protection would be delayed

an additional 6 months so that it wouldmor~dftenCorrespond

to the peribd bf\Ne of thepatent~dinv~htion oft:he foreign

20~htr'y~

C. The applicant "would more likely have received a first action

from his home country patent office before it became necessary

to complete his foreign filings.

III. SPECIFIC COUNTRY BENEFITS

A. To the U.S. Applicant:

In addition to the extension of the priority period from 12 months

to 18 months, such early publication would prevent patents from

applications filed after the date of such publication in those

foreign countries where the U.S. applicant does not file (i.e.,

the benefits of "defensive" publ ication).

- 2 -
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U.S.A. filing until

aw (in re Hilmer case)

even though they wovld have the right to del

the 18th month. This is becavse vnder U.S.

561

this

wovld probably elect svch early accelerated pvblication in order

to obtain the benefits of the 6-month extension of the priority

period for all countries except the U.S.

the foreign applicant cannot claim the benefit of his priority date

for matter disclosed bvt not claimed in his application. In other

words, the pri art (anticipatory) effect in the U.S. of a foreign

originated app)ication is based vpon the date the application is

actvally filed in the U.S. (rather than vpon the claimed priority

having

- 3 -

A. To the U.S. Applicant: (Cont'd)

Since the'U;S>applicalitcovid, of c@rse;~ elect not <,to request

such "early'pvbl'i aatiOn"}chewoJI d 'still havethe',opti on of keep

ing his applicat toritsecret and'HI; ngconvention 'cases withi n

the present 12"month'priority'or f ili nqrion-convent ion cases

thereafter.

B To European and Japanese Applicants:

S'i nce rthe applicants of these count r i es do not have the option of

keeping their applications secret beyond 18 months , such a 6-month

acceleration in the pvblication of their applications wovld be a

small price to pay f'orrthe benefitS of priorjty extension and

"greater pre vent i on of adverse lyheld forei qn-patents , However,

Wrbpeanand 'Japaneseapplitants'may s t i l l rwi sh 'to' file their cor

responding applicationsOin the1United States as soon as possible



;ToEuropean and Japanese Appl i cants ;.(.Cont'd)

.,There;may,of Cour$e;b,~.a.corr~spondingdelayin Ioca l publica

tioni nEurope.andJapan .of theserfore i gn.,origi nated;·(U. S.A. , etc .)

applications .that .are madesubjeetto.this prrlor-i ty.par-iod ex

tension from about the 18th month (as at present) until about the

24th month. However, this extra 6-month delay in local publication

would have little substantial effect Clnthe pat"nt/l~gal/business

community since these "delayed"applications would already have been

published in their originating countries.

C. To.the Patent. Offi ces. of. the . Worl d;

All such;acceleratedoearly,publications;would be searchable and

.ava il abl e for full citati on throughout theworl q"thereby greatly

simplifying the examination process.

D. To the Public;

on ra ther

The inventions contained in these accelerated early publications

would be disclosed to the engineering and scientific community

secret for longer periods of time) and

would thus be available for earlier further development.

of the priority period,

this may, of course, decrease use of the PCT. However since there

would be substantial costs, at east for U.. applicants, n any such

IV. EFFECT ON THE PCT

- 4 -
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- 5 -

Intho.secoun~ri es vthat al.rea.dy provi defot [p.ubJ,i cat i or within ,18.months,

the added costs foraceeleratlonto w1thiri12m<irif.hs ..6111d'be'm,riimaT .In

the :.' jt ,o/p~J~"b~ necess ary on1y,to ': pub] i sh'iq some \:~ffi-ci al'il

route. Moreo~er, an applicant wou ld re~d. ~o.reqp~st such accelerated
:'::, '::~:: "',:,::'c-"":~,,, ':, ,,-:,::,\-,:,_,,:, "!"::~;'" ':,_ ,,;':,"'-,;:;. __,;,,~' ':'

pub1i cat i on ~; thi n about 6 moriths 6f l1i~f;':;;;gdi{~,~nd he may prefer

to wa it severa 1 more months before ma king hi s deci s i on whe~r.eLto.se~k
" t··: "-;c ,-.". ,

foreign protection and/or to have his application published. If he

did so, his only option would then be to usethePcfi'oute if he wanted

~90btainare~~ra 8-"1qnth delayirsompl~~i.ng his. fo;,e.tgn fi,lings.

pensively as possible.

organ; a .copy .of the'.orig.inally filed appl i cat ion.. Thiscou)g.be'N

simple tbinp'lationof~JCI1~ppl,cationtopi~s, bound andis~uedas'irie~-

accelerated early publication, applicants may still prefer the PCT

6

ve1opi ng c.ountri es at an earl i er date. However, some deve 1opi ng co,pn

tries do not ·publish their patents or .patent applications, and·thei.r

nationals c6uld 'n'ot take advantage of this convention priority' exten

a local public.~tion mechanism was prqvided.

,Such,acceTgr.atedeatly publicatiqn woPl d. Of course, make.. thed nvent t ons

andfechnolog'y conte inedi nthe' publ'i sl1edappii cations av~ i 1ab1et<id~-

merits of this proposal are now being studi by the USPTA. the ABA

.and the .APLA in the United States. It is.recommended that PIPA, as well

as other patent associations in Japan, also undertake similar studies.

V. EFFECT ON OEVELOPING COUNTRIES

VI I.

VI. COSTS

M. Kalikow/sk
October, 1982
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riRopOsACFOR eONvENhdl-i P~(dIUTY ExTENSION
BASEDUPOIFOpnONAL EARLY PUBLI CAnON ..

INTRODUCTION

L~.dies ~nd ·.Gentleme.n:

Bef6re I begin the' for'" .., preseritation 6f 'thf s "PropoSalforCohJen

tion Priodty Based upon Optiona1 Early PUblication" I would like to

take one minute to explain how this qroposaI aros.e and. ~hy I asked

that it be Included in the program of thisPIPACongress.' '

As' you know; during' this past year there has been-much di scussion

\hrOUghout, tl)e wond. co~cerningthe. revi si on ofth". Pari seoov.ent i on.

However, ~lmost sn of . the. proposals for. revi.sion undet discus.sion

were bei;'g pr6moted by the deJeloping counties and were aimed at weaken

1illt> rather thamstrenghteni ngithe patent .protect iMav~H~b'l e , parHcu

Jarly in such dev~lopingcountrl!!h It therefore occ:uned'.tosome

of us in the United sre ees th~t we ought to develop' some proposals

of our ownih~twould strengthen ancl facl1ft~ ti) th~i nternati onalp~tent

protection available not only to developing countries, but also the

industrialized countries.

With this In mind, we noted that the developing countries had

prol'osedthat the Convent10n"priodty period for filihgforeighpatent

appHc~tlons ,shoulqpreferenti a11ybe.extended/rom12months to 18

months.... for p~t~nt appl ications o.riginHlng only .in., the developing
countries. . Suchextens Ion of the convent i on pri ority peri od to 18

monthswlis thus obviously considered by the developing countries to

.be.beneticial to. them, Thisled.usto.consjder more corefully",he,ther

such an extension of the priority period would also be beneficial to

the industrialized countries.

With this in mind. the American group of the United States Patent

c.hairman, f.o.r the purpose of inv~stl~atingthead~antages and di sadvan

tages of such an exten~ion. After due deliberation, the Committee

concluded 'tha'ta sim)?le extension otthepriority periodfr'OIll 12 months
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Mart111: Kalf koW
'GENERAL'ELtCTRIC COMPANY

Octobtr; 1982

to 18 months would cause delays, 10,,:,ava.l1able, ~rior art that might
be unacceptabl e to Japan and mos t European countrf as , On the other
hand. th~ .propo,salfor."sucry,Co,nvention,priorttY::exten~ion, based..·upon
opti ona1 .". ear1,y pubUca t fonwhi ch;l<.$ha11, Aescr1ge .to,:youtMaY:appeilr~: J

toover,cOllle ..the proble!'1$fO.O~r.e~ t ,fO ~y.eryasf mp1e.;ex~en$100 of the,
Priorf,ty.perl0,d l''h!leretafOfn,gal1of tOe aQvantagesof .a lpoger
priority period.

I ask~dtha}thl.s eroposal be placed on the XIPt\ a,geOda tn .the
hipe} that •enpUghiot~r~~t co~lci.~~achi eV~di~}hfS p~oposaj .thatft
mi9hteve~tuallY.~e,~adeone: Of)O~ .,. ~yestfonsehCed .ypon ,th"t\genda

',,' of ,th~ AIPPla~d WIPbi.~co~nectfon ~iththe,.next~:iRlomaticconference"
for RevlSlonof theParBConvelltfon dew years fromnow. '"



Supplement to

Proposal for Convention Priority Based

Upon Optional Early Publication

(By Martin 'Kalikow)

Onpage,3:,of 'the'above-identifiedpre~entation',there 1~ a

discussion' of the "speCific countrY Benef±i:sto Etirbpeanand, aapa:'
nese Applj\~'ari'f~i";ol:':thi'fr~prdpo~:ai f'or t:C:)l1.J~tit{8n:':priof:ily:'>te'*t'en'~ibh

(to 18 fu6nths) bas"d upbn optional early pllblicah.e>ri (befb~eth"

12 month).

rrithis dikc'\lS~icm' ,he' ~bintismaCl~ih,~tf~fope~~~hd.Ja~~nese
apPlicant~,I1\"y'kfifiwiihto fi1e:fh~ir corres~Ond~ng~PPli""tiOl1t
in the uni.ted'States as soon~s possi~lee"e~ tho).lgh,under the above

propos,S, th~y wo~l.d ha".~the""i<J?ttodetayt~eu.s,.';pp~ic~t:icm
until the 18 th month and still obtain cohvention priority.' ~Thi.s

is because under U.S. law (in the Hilmer"Case) the prior art (antici

patory) effect in the USA of matter disclosed but not claimed in a

foreign-originated case is based upon the date the application is

actual~Y)'ile51,in:theUSA rather than upon the priority date.

It",~s"thu'La,dvantagepus,both under the present 12 month priority

periodpl": uIlg,t?r.t;he proposed 18 month priority period extension, that
, a Japanese or European applicant file his corresponding application

as soon as possible after his home-country filing date; preferably

within only a few months thereafter, rather than to wait until the

11 t h or 12 t h month.
However, it is im ortant to recoqnize

European applicant usually waits until the

file his USA application, he miqht as well elect this optional early

publication and obtain the extra 6-month priority period extension.

This is because the early publication at the 11t h or 12t h month of .'

the same prior art (anticipatory) effect in the U.S.A. as the actual

filing of the US application with respect to matter disclosed but

not claimed. Under the Paris Convention, Article 4, the Japanese

or Eurpoean applicant will always obtain the benefit of his original

priority date in the USA for matter which he claims in his original

application.

Nov./1982
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By Dr • T'pulineD."Ne>,,"pr\

Ex. Officio, T'IT'A

Cenerv I PAtent Counsel, nrc Corporat Lon

Postponement of SA

Ithpd been proposed prior to the Genevp conferen,e'thpt

Prticle 5.A would not be considered further in 'GenevA; 'but

thpt'the; other'rempining'issties'''lOuldre2eive primpry pttention.

These'other'rempining issues:rel"ted to'trpdeml'lrks ",nd geogrpphi'-'

01 designHtons'; the stptes' of Invent.or s certif,IcPtes,; and.s sorne

less crIticplcprbvisions~

,All of us knew t.he t the'pptenFquestions' in Article'SA,

r'e Ls t Lng to: compulsory licensing pnd forfeiture'of,'patEmts, were'

the most importpnt, Nevertheless the'vprious n,otions pccepted

postponement, fOr vprying re;osons: the United Ststes;'becl'luse

weq"ere ext.r-emeLyiunhs-ppy with' the' N"irobi text," pnd; were concerned

t hs-t; it might be our:

becpuse they were quite p1epsed ,with the' Nai.robd.: text';':ond"didn' t

wl'lnt to renegotipte it; pnd the EuropeAn countries, bec8use they

'h"d<supportedthe Npirobitext 'pnd:were:'r\oi.7getting: extreme' pressure

567



- 2 -

from their industries to retreet from their prior position, end

it's plwpys hFrd to retreAt.

Thus the Conference turned to the trpdemprk questions, pnd

there the mejor topic of debete wes not defferences between the

developed countries ( Group B ) end the developing countries

( Group of 77 ), but within Group B itself. Prticle1 Oqupter

r e l r-t e s to II appe l.Le t Lons of origin " and rules governing the

use of;geogrpphicel d e s Lgnr-tLons , The .pos dt.Lonrofrt.he Eunoper-n

members of;grouDBc",:'1 best be understood by using the exsrnp l,e

of the -word "chempegne ",which to Frence is r: geogrephicdesig

netion:oforigin, end in 'the United.Stptes is e generic.descrip

tivewbrd independent of origin. N consumer the pur-chr-se s

Cc?liforni.~l champagne is not deceived FS to-;its origin; )rno e

mejor difficulty with Article ]0 queter wps the provision thpt

would r equtre the return .no.iccnt.roLl.ed eppellption of words th"t

hpye·pessed, into" our lpnguege.\\'ehpve thoussnds of such words:

Swiss cheese, Partama ha t s, Turkish delight (cpndy·). You .cen

see why' weeks, end infect yeers, could be spent on thisergument,

.without resolution. Nevertheless, it pppeered thptthere vee not

witp.:the:otherchenges, the:United Stetes seemed tosteud elone.

But"it.elso seemed:thl't·,there were Nfewnetionswhich shsr ed
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thesetr~dem"ikconcerns, ·~nd the pii'J",1:~ con'J~rsetiol:ls ~mong

thesen8tionscprneinto'thkopen'pt: Geneva; in the form of Group

P. P fo",·gciffc;AsDl.reCtoJ:C Geher"l Wakas1.lg"i CWAKASlJGI)

mentioned "in his opening "dar~ss, Gro1.lp'"P became e.n~ffecti-ve

forceintlle dej,,,,te; GroupP conSf.sl:ed of J"p,on;Ci.nE>de, A1.l'sttaHa,

NeW'Ze;,l"nd;pndtlle United·· Stetes. N6n~"fthese c"1.ln\:;:'i~sisto"d

"lone egpinstt.heorgenized weight:,,{ tlle E1.lJ:C"pe"n community;

eech supported the other. Japen waS e particularly effectiv.e

mernber()fth~ t~;m,· becauset.hey mpde it ai"ert" Grollp Bthet

they' stood·· fitthlY"l1dfirrc~fiiiiy fort:he pos i tLon of t:hesti:"I1gest

posstbfeind1.lstHE>1 property rights, "nd "geirt'S t t.h~ proposal s

thet would weekerl't:heserfgllts.

This wes, in my view, e cruciel development in the early

deys of the Conference. By the end of the first week there had

been preliminery discussion of most of the issues, and it looked

es if there might be en opportunity for a reasonable conclusion

et Geneva. Therefore concern erose about article SA, because of

the possible scenerio whereby all secondery issues would be settled

or abendoned, and the Neirobi text of SA might be adopted in the

settled.

Therefore there begen informel, private conversations on SA,

8t the initietive of Dr. Bogsch, Director of WIPO. He recognized
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thatt:):)e,r~ ~'1,s, 'I, better. attituP,e ,at the, Confer-ence j:hl'ln, ,I'lt"5'ny

confxont.et.Lons l t.han be,for,e "pdit w"s cle,,:!:" thet within the

deve Loped 'C0~ntries" t.he United State s w"s no Ionge'r "lone: there

wa~ group p., "pd there wes;» ,split within the Eur'opean community"

much stronger Lndus t r-l s I rather th"n politi.::"l influence.

by those who were there, Mr. Nak"mur,",,"J:'l?,M:r.• .,J9r,!,".,
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THE.PARISCONvENTION REVISITED ,AGAIN

TodaY' ,Y0l.:l:,w~'l i _:'h.~:C3,I:'_]:::epC?rt-sf:rOll},PTPA' ~s;p_6sezver.s at
the Third Session of the Diplomatic Conference on the
Revision of the Paris Convention for the Protection of
Intellect,ualProperty. J:t- .i.a my purpose nowj;o .summariae
the events leading .uP.to that conference in the hope .that
it will l:>~::u;seful~.n,evaJ:\lating:::t,l1eout come ;of::the,s.es.sion.

The story l:>egiIlSii:) 197 4 whe~ a grpupof developing
countri:e;_s:~,,:headedbY'f:pd;~.:;i-f:request¢d:.W:I?O, 'to ,ini ti:a,te <a
study of .whatWEl:"8cal,le,d-/'qep,e,13:saryU revisions, -to the
Paris Converrt.Lon :to' ,.-inc',lllde,.-amC?pg othel:',t.hings:l the
addi t.Lori ..of,special prova s Lons fpr-:the:benefi t:'Of .the , ;
deve Lopf.nq.vcount.r'Les <. _"Behind,tn.is, r~questwas,the,fact"
that the ParisCony.ent'ion, <·as:".i.t·:~x:;i,st"eCl'; i:n'th~~ S,tockholm
and earLi.er. tE;!}{ts,,: W:Cl.~",yiewed ):)y'dev,e)pping .courrt.rLes .as
an impedirrtenttothe. f:r~.e:t:r::aIl.s:E~:r.of technology t.o
develop~n9>-,countr;i~s:", asreq~icT.ect;,py: t:'heir,..d ri.ve for
a New,Ecqnpmic: Order. - ,

In re,spons~, t.oithe regl1est". w_,IPq_C::OI1yene¢LanAd Hop:
Group of, G9ye.rrunen;\:?l1 Exp.e:rt:s ,iIlc:luc:}~.ngpa:r'-"t:.i.c;ip,apts
from all stat:.~s":_lTIeml:>e:rEi;<:>f.eitl1e:r,;:the )?aris::.:Un:i.,on,q,r
entitled to be memJoe"s .()f WIPO ••.• F()iLlo,,;ing q.N.. practice, .
the states were grouped to include~" in' Group B, the market
economy s t ates r inGFoup,P"the ,sqoialiststCi.t:.eEi:',:andthe-,
Group of }7, alldeyeJpping9ount:r::i.e,s,. ,it, be.ingunderstq()cl
that the determination of '\fo1l1Ci.t: )_s,a;;c:}eveI9ping COUJ:1t:.ry:
involved no more than .a. :.collntry~.d,ec::lC3.ring it wiEi'lle¢l.t9-:,be
so considered:;

The, Ad' Hoc Groupo'f :EXPe'~i:SIl1.~t:,twic?:in.Geneva in
1975, and once in Lausanne in. 1976. Emerging from·these
meetings:,whi"chPIPA attendedas:f;ln:obseryer, was a
Declaration of: Objectives. ·T.his:<:l~c::J.,arCl.:tion, which was
solely political in nature and p:r;o"eededfrom. the
assumption that the Paris Convention was, indeed,
unsatisfactory .in,permi tting t.he ·trans.fer:9£.: .t.e chrio Loqy to
developing countries t wasfir.st proposed by-t.he Group of
77, consd.dered. in .prLv at.e in:srna:il;,grQ1J,p m.eet;ings "and
agreed to for presentation: t.o - the. pLerie.ry. s essLon,
En the ple,IlaFY session,.it,was d~,clCl.red':Pythe:,Cl1a:irman'.
Eliat"'the-'a-e'cT~r'a.tT6ri·',·:".1iad:",be,el:1···:a:d6p:t$d'T1::;··'·'.desp'ite:::the-;·":f~:f(:5:t··

that no vot;e had been ta.kenr··aIJ.d-;desP:i:te:,s,ta:tem~nt's'f.J:orn·
several delegates:that" anycadopc.Lon WB..s necessaxdIy .ad,
referendum, ..,'rhe;? e:act,ions:':',i:t:lY-9Jying ,th~:: pec,larat.Lon of
Obj e c t.Lv.es gave:?- clear: LndLcat.Lon of,what,'t,he·, f.utu-re:waEi
.to bring, name Ly.i.t.hat, t.he s ubs t antLvevcont.errt. of ·fl.,l,tllre·~
meetings would be generally determined by. political
consLderat.Lons ,' .. and thCitt,;ime;'honored procedures LnvoIvi.nq
unanimous consent to' chaJ:1g.~:s:.y,e-r€.:.n.ot, Ji¥§!l¥. t.o .be,,'9.p§t=Fv~,c1~
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In 1976, the Ad Hoc Gr~ul? of Governm"ntal EXl?"rts .was
reconstituted withamore'impress-ive' t'itle- and becamevt.he
Preparatory Intergovernmental Committ~e on the Revision
of the Paris Union. The qo a Lvof -:this corrimittee was to draft
a proposed revision of Stockholm text for consideration at
a diplomati~ c~~~e~ence _~~ __ b~held i? thef~t~re. This
committee met-in'Geneva ·once'in 1-976', twice in 1977 arid
three times in 1978.

Great :difficliTties we're:encOunt'ered inreachingth'e
stated goal'. Fo'LLow.i nq U~H~ pr-ocedures , the three 'national
groupswere<repr'es erited by: spOkesmen r .cand'i s sues 'ar t sa rig
in the plenary sessions, which were inf~equent, were
referred to: :t,he-ncitional.-groups -'for' coris Lde.r at.Lon , T,he
results o f vsuch oons Ld e.r-at.Loria 'were:'re,portedto ''the''pleri.:ciry
session by,the,--spokes,men. ,,()bse'r:r~,r-s', th?ug,h' present;
took no part 'in' anydebat~" ..ed rice the conclusions()f~the'

national groups,; as,-repor~ed by 'the' '.spok,esmen,',' we,rt=.",l1ler,ely
noted aseither,:resolving;,the issue,:-'or-else'as requiring
further 're,ferral to: --thenat·'i0:r'laltj"rOlips. , AsTNa.s'h.ot
surprising', :there, :wasf~ilure'-'of....t.he nat,ioqal g-roups:t0
agree on such dssues as:® t.hetas sImf.Lat.Lon of inventors::r
certificatestd paten'ts,'®_ sanctions for faill1.l:'~,·,to",';"'or.J~<:;'"
® the conflict between appellations of o r i.qLniand tradema.rks',
and @) special p,r:ovi,s~()~,s",for,.t,he bene~itor d~ye,~op~n,t;f
count.r-Lea.; When, .t.hf.s . occurr,8d)'" smaller' working groups., ,
having repre~enta~,:ivcs ':CJf'-the; 'three 'n~tiona~:'gl:'0ups" ': ,were
formed, andm~~,in,priV'~~e ,seeking: compromi se 'proposals ,I

which could-bE-agreed' to-by the' pationalg:r:oups ~

Wherevet,"agreern'eht 'was found and report.ed back to
the p Le na-rytses s Lori ,as: having been approved 'by the'three
national ,gr(),Ups'"they 'wer,e:' ,incorporated "in ,th~ dra'~t.

Whenever"agreementwas noticr-e'aohed , the draft included
multiple alternative proposals. In some instances ,'there
were more alternatives than there were pational ,groups,
thus requiring ,alterhat,iVi3texts" :wi'thin' t.he vrrat.Lona L' group
proposals. The',result,::Of>all this' act i.vt.t.ywas a cons,id~,

erably revised',',text cif:thePari:sConyention" whi?h-became-'
the working draft for a-diplomatic' conference first'
convened in February:T980.-'in:''Geiyeva.

Although the v o t.Lnq r1.l1ehy which revisions of the
Paris convent.ton might/be "adop t ed was not a part: o'f-'1:he,
draft text 'and , :indeed-," has:,'never'appeared in -'any- t-ext" 'of
the Par i s C,o,nven,t,ion",',' :the',:' ;~-,lil,e,~tt,?.-11.,as . t<?' whe~h __er .."t.he
tradi tiona1'-requirement,6f,,',unanimi ty' would .be· 'cont.Lnued;

··Orwhether'the' typicalU;N';'vot'ing·'FuYe,"'Fequirinifa ...",
two-thirds majority would . applyw"s rais.ed by the WIPO
draft Ru Le sro f i?:l:"0',c~du~~',. ~J:ie__ 'aCi0p.ti·()n o,f '?l~i'ch.w,as'
presented as ,the: '-fiTs~t''Onj:ei·,.of, bu~~'ne~'s,'on ,the' ag~hda
of the diplomatic conference. The·question of·the voting
rule was of;extr~e 'ifnpor'tanc:::ein';vi,~w"o f i t he nl1Inerical
distribution of' s t at.es. present, .- it', beLnq- c l.eax t.hat-v-t.he-
Group of 7 7 had the pbtenti al of out--vvot.Lnq the other
nat.Lone.Lvqroups - on -any -sUbstantiveis'su.e~:
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and

of

no

~ational group~:s::.'c ;'~:~~~~:~;~~',,~~~'~~~:'~b~~il~~~~~~gtoUPi
in a nonpaper (a paper not issued as an official paper
the conference), was agreed to in a meeting having no
official status and over the sole protest of the U.. S.,

o bvdous Ly, ,:110'-s u~st:a~i: i~e':'.F's,~u~'wat;,':c,br~s'id~redat
Geneva, and·agreerrientwas-ckeechedronLy vas ,'to, :the
desirability of ho1ding,apot,l1er session of.the~ip1~m:'Cit~.c
conference. Such a session was convened Lri ct.hevfelI of"
1981 in Nair?bi, Kel1ya,',and w~s I?3:'()ce~dedby numeroll~

i nforrna,l, prepa:ra,t..()X:l'::.~e~tings"?~,~ih<J' Vw7:l1iC.l1·t~he,:c. S,~":s?ught
m" , .s.uppo.r't;. ;forreOIH;:l,ni,ng-o',f 'tl1.~, ':i ~9'ue:' :9ft:he-,vpt~,r:g :T'1l1~'~.:

Such s~pport..vvas ;:ri0t ',,~or~~hco~i.nCJ','.and.. "the'~.ec()nd ,:s'e's's1"¢jri"'"
of thediplomatie-,,'conferencei',ol?en:~in. Nairobi',VJ'ith
a protest by the united States that no rules'hadbeeIl
adopted.
Neverthe less., :'th~.' Cha~rman.annhUribed't.hat."'~,he,. :rllies"Of
procedure hadheen adopted ;at the Genevasess,ion'. In
accordance with these rules, various commi tte'6"chairme'ri
were appointed.. , .. Al.thollCJ~ all" thre~ ,~Ci~n,c:oIl1lTLit,~ees met
during the -month-,TOng :'s.~s,~riO~(.nla-in;..~oromi ~'t,t?e" 2,' 'me.t., , , .,,'
rarely ,~nd rea?hed'no.. "(l,CJr-~enient:.wit·ti,;; ~eg~rc1.:t()'<inve.nt'?rs"
caTti-ficates;,Etl1¢lrnc:ti-l1'c:()ngn:L-p:t~§'~:(lE:}'ci'~,~'.'()',I!..~Y:,VJ~ t.ll.·..~:he
ques tion of s a-,nctiol1s,f?r,- fai lu:re,~o.tN.o__r-k:~nd~'i--parti c\i~,~t'l~t/'
with t.hep'rot:est of"t.~e,"u. S" conc:erning draftpropos"als ' '
for revision :0£ ,Art'icle5A.' ': ,

T~_e,re::ei~suedxa <mon t~:: -:_b:f-~r~n:gf.~'ri'g"-:a-nd" lU~neuv~~i n~ i

during which,the B Group of nations debated internally as
to how muob.rxe'tr-eat; f,rom-the rule bf"·unahim'i:ty:might -be _
acceptable, and the Group of 77 rej ected all proposed rUles:',:';
while ,t,~e ~__ ~roup ne:it~erlUa~e )~roposals, nQ:r _:rej_~ct~dt_hem,
but merelY:,'s:tated: ".-that,' :i,ts',auth0,r,:i..tY,to J)ar:,1:.ycipa,~e:in:~_t:h~,
confer~nc-e--dependcd:uI.=f6?i,th€' aa:option-_()~, . the p roposed _,r:l.:des,.
In des~eI'at~-0rl'" .,th,e :~~ai~an- _C:0I1ven~d-:~'n:-i]1£o:rma_1 group r
i Deludi D'g.' ,r:pre'Serit:at:-i--\7~eso'~-' _the,t-t~ree -,n_~tio_n~~-_'groups_ -t'o'
seek a compr~mi:se. " _f.1'~:etin'g:'~'n'_p~,~v,a~,e"i" 1:11is"g'roup,l:',e,~1.e,cted'"
upon thevi:e~~~'of t'~e<,three:'n.at.,io:n-al:gFP,uP's;:':<3:nd.itis'
important to;;-rlOt,? ·'t'l1."a~' j, Cit, t'l1.is'·''po i'n1:.', :a'~:~>member,~' 'C).f',t'he'
B Group, s ave~·:the: :UnTted'\ ~,tat~s:'r'~er~ 'comm.i__tte~-',to .some'
compromi s e :I:',u'le.. ,,(Fihally," o.i1::the.' -Las 1:'.,' 'day °f"'t:he
conferenc.e,' ",'the cl1.ai'rrnal1, .proPO,~,ed~,v0t.,~;ng:,~uJ,e:.~h:i,c::h:',:h~~
become,',famou-'s',J L,fb'?t .,noto~i?u~"a~d:''State,d._'tl~.Gtt.':since' i,t:
had the' appr~v~1):'-of',t,he,'.-,three: ,:.na~iol1al;'S!ioups:',.'i'f, ,via'S, .:
adopted. -'Thi,'s,'was'.done 'd~,spit~::-:i:he 'fact: "tih'at;, within,.the'
B Group--,theUnited-',Si:'ates,,'h.-ad, ,rieyer :a<Jreed; :~anc1:'foll0w,~d
an uriava i.Ljnq protest:ciu-'the ,'-plenary- 's es sdori 'by',:the'U!1i,t~d:
States.



on the final day, was reported as .adopt.ed ,; d e s p.it.e the .fact,
that no .voce w,astaken i,:nII).ainqommi,tteel i,and deapf.tie ,th~

fact that no action .ofany sort was t akenu,n t.he plenary
s es s i on,

The U.S. Chamber of Comm",r"e d",legi'ltes .includ",dfive
from PIPA, member companies, nr .: Bar t.ho Lomew .Kis h ,
William Roberson",Richard::,vv'i,t.te-,C3len:Korfhage, ,and myself.
The U.B:.,; .Chambe r , delegation, .asa:.grqup r • represented,
through their- indiyidu,al as.soci,a~ions, s ubs t.anrLalLy all .o f
the organizations in the United Statesinteres·tedin
intell",ctual property matters.
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property.in

Kead an.ren was consLder abLy sma.lIer ,
and cons~steq of Aoki-Sa~;

,mii:~~~~;,~~~~i~l:r~~~
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As a"result, of similar conoe.rristLn .Europe, UNICE
(The Union of: ,II1dustries_ofthe:Eurpp~a,n,Communi,ti.E!s)aouqht,
aninternation'al j1)eetingofthe iI1t,~r~$-te¢l:.-,cirGles"
inviting the U. S:. '. Chamber of Cormnerce,andthe,Keidanren of
Japan to sendr~pX:E!sentatives.:tpBrussels to: discuss
possible proposals acceptable to the industries of the
B Group count.ri.es fox: resoluti9I1 ofthe.:.-5A, and other
substantive issues wher.e,the negotiating, text, ipcluded
alternative .pxopos aLs,

It,W,:as cLear. ,that, yet .anot'her session o f the diplomatic
conference. would; be r equared, : This wa,p: agreed -t.ovLn. 'the
plenary ses"s;ionand-re;sultcad,-,in the, s es s Lon ,j us t; compLe t ed.
in Gerreva , ",,;In.the_ .in:t,eryal. be.twe,en the:Nai::rppi:",qn,dGenev.a
scs s i ons," .so-ccall.ed interested, :circles;, :t:hat': iEt,:,'cusers: ;of;
the intellectual prop",rty syst",m, and the crei'ltors of. the
technology which was sought by. the Group of,.7;I,pe"i'lffi'"
highly conoar-ned over. ;the, langq.age,pf, the,colllprol11ise
proposal for Article5A .which wouldpemitcompulsory
exelusive .:liC::,ensing,as ;a.:s;apction; .f'or ;:f~ill.:lre .t.o work
within 30 months .afterth(2,:.:L$slle 9f,a. -patent' .Ln "a: country ,
and would peI'm;i,t.forf~iture,of ;a:pa~en:t:fol:" :fai;.)ure:t9:· wo r k
within five ,year~ o'fi~s-ue" whe-theror,:Il0t:aJicens~.:had
failed "Sq-PFoduce".-working." At:-ttlis :,t;i.me, -interest;ed
circles,w.i..thin ,the;-,p. 'S. :,which.;)),acl, a lways -enjoyed,con$,ul:ta~

tion with their Gover~~ent, were urged to express their
concerns to their counterparts in other B Group countries,
and to urge,:them,:,in .t.urn, "to,e~press their concerns as to
the outcome of the Nairobi session to their re,spective
governme:n,tp~ ,
Such comrnunicationswere ,indeed,·undertaken.
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The three-day meetings in Brussels were very useful~ and,
at their conclusion, UNICE adopted a proposal agreed to by
all present which, it was hoped, might resolve the outstanding
issues regarding inventors' certificates, revision of
Article SA, revision of Article S Quatar, and appellations
of origin, and also adopted a proposal regarding the final
clauses, it being clear that, with respect to the final
clauses, no language used there could reverse.any unsatis
factory text regarding substantive issues.

It was further agreed that participants at this meeting
would communicate the proposals to their governments,
urging that these or similar resolutions of the issues be
discussed within the B Group with the goal of reaching
a unified B Group position for presentation at the third
session of the Diplomatic Conference. It is known that
since the Brussels meeting, all of the B Group governments
were made aware of these proposals. It is clear that
great and effective efforts.were made in Japan I can also
report that they were considered in detail in meetings with
U.S. government representatives and found to be consistent
with U.S. views at that time.

One result of the Brussels meeting involved two informal
meetings involving B Group members held in Europe to consider
strategies and possible changes in position at the Geneva
conference. From these meetings came the now well-known
understanding that the issue of Article SA would be discussed

. LnformaLl.y and I10-tbroughi: to _final considerations.- or vote
at Geneva. No government within the B Group had changed
its position at that time. It was further understood that
the issue regarding appellations of origin would be discussed
formally and that at least another session of the diplomatic
conference would be required.

Finally, prior to the opening of the Geneva session,
some opposition arose within the U.S. to the UNICE proposals
from organizations which believed that they represented
a compromise, and that the position of the B Group should be
to refuse to accept any provisions weakening the Stockholm
text. Despite this opposition, it was clear that the UNICE
proposals had become one of the options available to the
B Group governments at the onset of the conference.
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RECENT COURT DECISIONS IN JAPAN RELATING TO

DOCTRINE OF FILE WRAPPER ESTOPPEL

'. -'Ta:panes'e-"~Gi6up
. Comm.i t t.ee, 1'10 •.4

K. T,apaka

M. Ando

H. Ozeki

K. Hayashi

s. Yan~gihaI:"a

Sp~ak~r: H. Yamamoto

Abstract

Sinceyapanese p~~entp~os~cuti?~:is,~ssent~~~~~based
upoli'the,-rn'ter parte proceedings ',--approaches "for the
C9IlS,tJ;u.C,i:iOD, of.:,,Japan?se, pCl;i:eJlt:"c:Laims,::ar~"sOIfLewhat
d i.f f e r en t fl:"0m tlie ones for that. of u,s. patent claims.

In spite of: such: t:1ifferent:.apPkO(iches;: it,:isx:ec:ogniz
ed~hat. the: doctrine of file wrapper estoppel, which is
a doctrine' -developed' under Anglo-Saxon law, has-been
expressly app Lfed.. :to g::J':'ec:en:t.,Japi3,nese::cP'llrt .deo i s Lon
in p at.ent; Lnfr i.nqemerrt; __ s u i, ~ z

Fr,om the-,yieW:,:: po i 11:1;:.·:-.9 f,,:comparati i, ve -Law ,._ ,_-this paper
dea:l8with :tl1~,r~H:eI1i:,deve:loPTl1~Ili::.o f ,c0tlri: d(3.ci ,s i o n s
in Ja"pan' relat:ing' to' 'a concept' similar to '''the 'doctrine
of L:i.le·wrp.pperestpppel.

-'As result, although' the doctrine :bf fIle wrapper
e s tioppe L, .i,s':I:1ot,';well e st.ab Ldahediunder; thg; ,JapCil}ese
c::~,~el,aw,', i,t l1~s: 1J~,~n gr"Cld~al;lY",';ic1()P~~d,Ln rec~I)t
de'cision:s', 'wh:ich;:" however, appear to be' -much 'more
severe wi.th· respect ,to>thepatente",thil!l the ·U.S. case
law.

Introducti,on

We shall discuss the for'patent claim interpretation

under Japanese, ,pra,ct,t<::.E? r and ell,lg~.d9-t~"how the doctorine of

estoppel, or o:C"fT1.e wrapper -es'-toppeT, wl1ichTs,u a "Cc5riC'ept

under Anglo:"Saxon law, is applied by the Japanese courts in

re'c;~:hr'de'bi:~'iOhS:~
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p.2

\-,.. ,.:""
Claim Interpretation:

(1) Statutory rules concerning claim interpretation

Article 7o':-8fthEk ja'p'anese Patent Law stipulates that

"thetechriical scope of a patented invention shall be

deterrnl~~d6~ the basis of the statement of the claim

in the apeo.i.fi.cat i.on attached to the application" I

and Article 36, Section 5 further states that II in the

claim or clalrns of a patent, there shall be stated
',' : ,-..<;;. ;, .... '.,

only the indispensable constituent features of the

invention.n(l) Art icle 70 was newly provided in the

1959 Law, and its purport is:

Under. the .01.1 Law (1921 Law) ,i:h~repJ:.~J"i1ed
;iopiriions:'that the technical scope o tva p-ab§n~,~'Sl--

invention should b~ limit~d only to what had been

described Lnrthe Claim, 'and, that :it should' he

j~q~~'d:,,::¥r6¥:,,~h~,,':~hq~~ :3J.?~p~ii.G,a,t::iop':iri.c,~udingi' the

Debai.Led DescriptioD.":of>the Inventit>h'.'
',",":: .-

The most extreme interpretation'ofthe latter

op i.nLon twasochat; the claim mereLy. s e r v'ed -as .an

iri.de~ f6r':'\.he inyeri,t,ion. 1'h~ PE~S~H~,:"t-a~",c:i~arJY
states that the technical scopeio f va' pat.en t ed

__ "invention eheLj. .be detepnine¢L on the basis. of the

statement madetLni t.he C'Lai.m , Tliere:fore, 'any

,lriy.entipn ¢i~~~rib~d in ?p'e'6i,f'i,:9:aJ:io,i:t, but not;

in'the·clairn is not Lnc.Luded In,·:the tech'nicaT'

scope of the patented invention. (2)

A similar provision exists with respect to the tech

nical scope of a registered utility model u~~~~

26.of the.)Jtilij:Y.

It "is qq~t:,~:: ~~terest,~ng" to ,review t.he t,:L€3nd in; cLa i.m

interpretation made by the Japanese courts, W_l18:p;st~9:y.:-.:

ing the decisions of the Tokyo and Osaka District

Courts. (3)
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At the Tokyo DistriC:tcourti''l)''We>fuight' say that

·--the,,-Court' closely -'a.dher:es'-:t6' a,' formalPcOh.struction

.wh'Lch': ls:,tlot':·even-'-'a·: 's-tep:i removed fioril.:-"·tliEk--·-c;6ntex

t.ua LoLncerpnetat.Lon bfthe:,: -stat:~m~nt:" iii" t.h~;:"claims

by :rigidly-'~:iht'e;ti"retln:g'the'prov±id..6ns ;'of:':'Article 36,

sec t i.on- 5' and Artlcle 70bf' the'PateIlt' Law' They

do: no-t 'sc.r'u't.Ln.Lz e: non. pass -:J'UdgerrLEkh't'::bA,;· tii@ ,- consti

tuent"-:e'leme'hts of::the Cl'a"iin and.. detect where the

essentialelemen·ts·" ofthe"inventibIl lie'/,but treat

t.hem' a LL' as __ equal"cbil's-ti'tuents·'.

2}::They.: a.r-e:?'ihclined toward not aTlowirig','assert-

'ions bf;>equivalency-r::,hO't crri'l~~i: foi<\3.pparentlY remote

.equi.va.Lerrt.s hut a,ls'oc:-fo::t:'·seefuirigly obvibus:'equivalents,

unless 'they : are' to be·sUbsUmedfrOIn· the i language of

the; Claim and unLes s the specificati6ri. Includes

3 V'When the' Cli3:irit was

in abstract language, the court declared that it

had no alternative b;'t to rely on the Detailed

De~6ript'i6n:>Ci~~,.,b~~\VfI1?,~', ,a~d-: ~~~e;:~mes s~ecif{ed
~- ~ ,:,,,,' Eechni.ca L .'~cop~ .'oi the- patente4inventf.on as

that which is described i~":'fhe e~bodi~~n~~' examples).

Il}c' ()i:l1~r O/?fP..? r-: 1:h~:, •.:.c.::()u=C,.~ I ~,.'I??§i~ :s;ipn ,~~s.:,,~I:J~§l;ti..JI:th~

technology not concretely disclosed cannot be

'~iiowed"'to be ci~im~d as part·o{"fh~::mi)J~6~ol;i~.

'At',theOsakaDistrict, Court: l)"'Their·unique

at;ti tude' d s.: t.o.. c Le a r Ly; dds t Lnqu i, shthef: es serittd.a L

endo the," non;;;;essentie Lc comporient.s ,- o f -:the' '; c i aimed

Lnverrt.Lon, thus:'recogriizing':;tne dlf:ferences:,:iri':

"weight of' the: componant.s, As,,'fer recogriiz1.ifg':the

essential the more

tive technical standards "p.revaLent.-tacvt.he time of

filing'~ :The:prosecutibn 6-f::the appLi'ca t i.onri.s given

cons i.dera t i on on Iyv f ozrvmak i.nq C3; litnited:'judgement.

2)CTheccourt c:onsistentlytakes the'staridthat no

equaveLen t is recdgnlzed"with: respect' to the essen

;tial::part o f . the:,·'invent-idn,:but··that ',_equivalency
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is t.o }:)e,:'Fecogniz~d"in ::rtas-pe,ct oJ',-a:,'non,"7,essential part

so, lPl1g apset, r",quiremellts ,( sub,-stutab'lility and

.obvi.ouanes s of subst;i,tution).::are:. satisfied'in view

1o,t."l:.h~high:tJ:lY13J:ltiye9-tep'~9f:the "essential portion

and t:heillegal):less of Lnfrd.nqements; 3) 1).s for

the l1igl1ly,creativ.", pa'terrt.ed Lnvent.Lon, they note

.t.he ,iJ).egality pf i I1friIlgement" by the infringer

and adjl,lgg~!" tJla:tt_here ,exis'ts-infrin.gem,ent'by often

a Ll.owi.nq the ',equivalency,which,:may be. considered to

be quite broad, if, viewed ;obj·ectiy.ely~;,byrecogniz-

,"~Ilg Wh9i::,:~_C3.y,b~ te;rmed .as 9- prot,ective"region outside

tl1e"technical scope wll",rethe infringer copies the

.?s?~I1t:i?tl par t; ..qf:.;theinYention:.:in, its:entirety and

.d~:E"t1Y.. rep1 aces :" :tl1enpn"e5 sentiaL'colJlponents with

'()tq~~ cons t ruct.Lon, 4) :,:The,r,e are a less .number of

deqisions concez-nLnq _c:lb~:f;:.ra,ct-,woraing, of the Claim.

It shou14 be noted, howeve~, tha~,the rece~t: d§cisions

of the Osaka District Court and judgements"pf the

hi9her courts have not followd the same claim construc

tio~ as mentioned above.

(3) Furid~ental 'decisfonsreiated to claim interpretation

Aqcording to,~h~ proy~sion?f Article of the Patent

Law, lithe technical scope of the patented invention,

•••. '•• ' ish,~l;J.:'~:'be ,det~:rTI1:i,.ned:,oJ:l t.he bas;j.s.of,""the '.state-

_:JI1E?J:lt'-.~I'.l,,:th~,clCl:Lm"',~· we. ahaLl. now e xam.ine.vwha t.

!:'?}:at;:ionshi,P:' thj,.s:prayLs i onchas •wi t.h ;the,' P.I:'OSeGut ion

documen t.s (fiJ,e Wf?ppel:") a uch.cas the specLf i.cat.Lorr,

·'Q.r9-W~!'lg?, arid -9:t:1"'}.el:"S up to:.tl1.egrant,·of.,the panan t ,

holding;

.' .••.: since .t.he ·statement,in the",Claim aims at

none other than but to simply and cleaFly indicate

the essence .of the invention,,(essentiEil::matters for

-::Qonst:rllct,,iqTI,qf,the,iIlyel1t;:i,on) a a: axp Lad.ned in

U,Detai1e,9"Desc;::ription q:f:-the·Inventionll, j.:-t~ state

;IIJ.eli"t:,'~fiY some t Lmcs rbe t:90,,:?-bs;t),acj: 01:' :,.t o9,·,simplified
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in other instances to eriab Le.._~asy _d~termin~tion of

it" technical "co"e. Alth01.1'Jhtlle~tatement in the

Claim "hall be relied on fdr determining the technical

scope of the patented invention, it shall be also

permissible to make a supplementary judgement in

light, of .o che.r ,maj:erial'" and dat.a "ucha" the,

,¢le.scriptions,~ i,n'~ the spe.cif;icCI,tio;n-, ,the :technical

st.andaxd prevailing at; j:he.time of" filipg,the.

representations made by .trhe applicant:during,,;,::tJ;18

pro:s~c_utior11,fl:_s well as the interpretation of the

Patent Office's .~nt~nt ~egardipg grant of a patent

However, 'there. hasbeen'-'$t-rong diltiCisrrL of this deci-

:"sLon' 'fot: eve'riaiidwin.(;f \j'onsi:deratibh::bi' ,: t.he prosecu

tion dooument.s ,:"i'rr :addit£bnto":the: :rie.'ta1.1:e'a' Description

of th:e -lii.ve-ntj~on,':"'brawirig$:; etc:.,- which may be conced

ed a" allowable at time". (5).,(6)

On the. ,other .hand, the .two .supreme Court decds i.ons (7), (8)

,o:f-December: lA,;',,: >1972, .r-ender-edcan. .opi.ni.ori as, .t.o whether

the "a.rn:endrnent' ': in ,question ,compl'ie,d :.wJt.h., Ar:ticle 126,

'-.Section 2 (9) .0fthePat.ent 'Law "which subs t ancda Ll.y

enlarges or modifies 'tbe, scope (of: the patient; c La lrn"

indicating the limit of 'arnendmerrts.taLjowabLe in the

trial for correction. By sufficiently taking into

:-'adCtnlIi.t>the Jac:t'tha't' ailowing'~'thecdrr~:ctf8hresulted

in' -c::h'anging thE{--St:\3.tem'e~:it-:in'.-the scope '\::>f "Pa'teri;t

Cl'a'im,th:er~hy"exparidin.'g th'e s:C-ope'dverwhlcb> -:'the'

ef;f:~b'f. 'o'f t-he :;p'a>t.'~rfted: ';i'nventi6h·'e;xt'e~'nde:d;;c·'the:-decision

'<·"re:'fer:r-~{d:'·t:o ;th~ 'pi:-'ovist'Onsof::Artlc'ie::'iO -~n:d-'':Aif:fcIe

'36, Section 5"of the patent' Law' a"fol1()",,,:

., .. ~~_",the signiJ.~?:arH~,§.p,:S Claims in the speci-

ti"cat;i,QJ;l, C~,I),~()t.poE3si"b+'Y: ;be discussed on the same

plane as the Detailed Description of the Invention

or the Drawings.

Since .t.he vc l:aim:c La-rif i e s -theef fect i-ve :,' s cope-':9 f

the patent right which Ls an.ab"olute.,right aqaLns t;

the public ,it. s hou.Ldcbe u"ed a" the. "tiJ,ndriLto
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'd~f~i~e''t:he'£e~hni~~'l':~cop~/~'-6'f 't,he P~~:~~'~e?,',_~nvention1
the view tJ:at it should be made in light of the

wholedE/;icri.pti6n' of the- specification can hardly be

adopted.

Although -t.he above 'mEmtion:ed-SupreIIle"Court'Dec'isions

:" ,wEire' 'not. c.l)ted/: .:the>.Tbkyb: :High: court ',g: -Septiember 27 ,
1979 decisiorf(Re':' NaphthyridiJie}(lO), based on' the

's'aIriEr 'principle'ho,lding:
" c-_ ",' ,'-',,' ',:. ,", ", ,"" ,:~

a "mat.ter"related to

which is'ci~s6~ib~:d''iri -:th:~:~x~kp:i:~' hut 'noti in the

Claim cannot be regarded as being automatically
included in the s copecof ,the ,patent Fight .l\~,johough

,,_'_ ~~:as"sum~d;ly 'l:'~F-~gl1ize4, .t.h a t; .t.he Qppe;L1aJr!:::yho

is the ,p,at~nt,p.ppl.icFl1t:c()I1sis:.tent:lYh~ds ub jec t i.ve

intent to :~~,ek ,tllE!: gran::tqf"pa ~Iltr.J9ht on, the

method of p.rape.rn.nq.," :~"",',~c:-:-TlaI?hthx:r~d:ine,.havi.nq a

substituent Q at an optional position of 2, 5, 6

an:d-'>7 posdcd.onsr of :,D<:iphthyridine"nu-9':l'e'us /:'since the

inVention-ls,:,-absolu-te:lY':C'lear' if r.om trhe statiement;

"Ln -the Cl'a'ims-;C' 'the,scope'of:'-i-the:::pa:te:'nt'; right should

notr be :d.ete-r'miried by -f'lir,ther:corisidering'-the 'sub

.jec'aave Lnt.entico t ,the appLi.cant; .or the view of: the

Patent Office.; ••. 00(11)

,))1 ,s(~)ln~_,::I?~b,li:cat,iens:",;tllAs: deci.sLon is .deerned as, h avi.nq

Lssued a-wa.rnLnq. aqa i n s.t, t.he . tendency of_same; o f .t.ne

patient; p:r;act,i,.tiqn,e,F,!;;; who thin~,;th.attl:le technical

sppp~: .of :}i,p.a,t,~n;te61,:iI)?en~ion".:c,a,nnq:t _be-, interpreted

cc:>:r:x,:';=ctly ::pr,qcqu,r,a,tely .unLess ,:8l),e,h~d "S;kim:rne,d, ,,:,tl1,rough
the des c.rLp t.Lonsc.i.nit.he ;l?,~t:,:il,.e;c:1 D~,s9riP-t:iol1 of "the

-,

.'

tion and even
~t.h~":;i{e~'porises

t.Lon • (12)

: ,,:;~'t~.te~erl~-Jnade;::bY,,~he: ::ap~licant in
to' the 'Official" 'Acti~n: duri~g -prosecu-

-The_---Tatter dec i s Lon.Ionvc La i m -int-erpreta'tion:ni.ust come

a's' a<s-urprise t.o cpa t.errt. pxec t i -ti.one r-a ;-';in-the:"U. S. if
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takes Lrrco: :considera':tibti,' ,'ndt"onTy' ,'the::'sp'e'C:i'fTca'bibn

-and' drawinqs:i,:: but:the:'techi:fica'l: st'andard;~prevaiTing

at the time of filing, the representatioh~:Fby:c:'the

apP:l_~ca~:~ ,~,l1~i,n?,:~~ep,~(Jsecuti'?~::t_a:~:~,.-,_th~,,:,vie~ of the
Pate~t 'Office "refi'ected in the "all~wa~ce ~s pos i t.Lva

; -,-:-,'::;
1.i1:f6rfuation -foid'j'udg~:men'f~> hot as compLcmerrt.a.ry

re:fei~'rices.

.Why;-qo these d:i~fferences -in:the',--app'roachtoward claim

interpret'atiorr:6cc:ur:?:- one O-f·,,'·the-:ma'jo':t:<:reasohS :i8 that

the".'-patenl:-pr-ocu:rement 'procedUrel'I1. Jal:fan:: 1s' esserrt i.a L'Ly

~'ihter parten. proceeding's which:·: aTlbw par-t.d.ci.pa't.Lon

by any person thrbugh'the bppbsitibntothegraht of

patent underA'rHcle 5'5 of> the Patent Law whHe the

procedure in u. s. is ,I~ ex- parte"!·' wh Lch 1.n essenc~:-does

not allow third partz part~cipationr , ;~s"., .. ,~he ," ~~oce~ure
§frniliic to the contractual proceedings (13) between

the PatentOfffbe representiItg/t~~p;;gIicinterest

and tl1eapp1:Lc:ar;t who a private party.

Although the: :in:ter't}'r'etat'ibrF:;'-b,f':'J-apaI1~sePatent c LaLms

is:'based-'on::,the 'abo\Te'-:'p,rinciple~:-it",-seems impossible to

judge',- whe the.r. ,the"'pateh'ted' invention', is::absblutely and

ob j e'ctively-se:J..:f-evidehtfrorn;': th'e G1.3.'ims:'without" any

knowLedqe 'o:t':·hi-ht. 'I'ber'e Eoz'e., it; would:be-'naturally

conduct-ed based" on-t.he ;:pre:t"equistte::6f unde r strandi.nq

the" invention -as : awh6-le";'by conside:r<irii:;('theCDeb:i.iled

Des c rd.pt.i.on :'6f the Errveri't.d.on, trrawihgs;:-ahdbther

materials such as documents presented,auring~the

prosecution. It should be explicitly noted, however,

that whether this understanding i~:t.o: h~,:J_X"g:f:l.ec_ted"

or .JA~EL.";n,.J'!2t=.(Oi=S'.;.l''l:()i:".

As for the'Naphthyridine case (Tokyo High Court'decl

s Lon), we 'rh~y:':ae:t~:~iriine b'y '~na16gy'" ti:i~~ a patented

'i.nverrt.Lon wh i.ch'cis not ab~'61ilt~iy':and b~'J:~ct~velY

clear from the" Claims may b~ ini::-~rpreted inliglit of"

such other materials as the sta'tementin the D~Ia'iled

D~-s~'r;ipt:io;l;bf;the"'In~~ntionand'<Dra-wi'hg's' as well' as
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;J'l1~L: .docume.nt;s, s,ubrni-t-ted,'.:'.;dur.:ipg,prps.ecutLon , This

·:,i.:n:t.e~-pretatipl1·,cpinc:::ide.s:"':w:i t h.it.he. ,;.gis.t.',of: "the· PoLy s t.yzo L

Fpams:pase,.

In view of these ~sP~9_t-sr t~E:\ .NC3.Pt"l_tl:1Y_F~di]')e9~~e" ,}Tokyo

Hig~_,f?ur d~7:~~ion? ~~Y be!,~Y~:t,d,ed(~er~ly; .~~ __ ,_.:repeating
the intent of the law(l4) discuss~dabove that· the

statement in the claims is an objective representation

'o.:Eth~.:-p_atented-::,inv,entioh;which::s',t:i:p'ercede's; ot.her:>state

meht.s',::i,.p;·the: speciri.cati.on and: matters to "be"'s1.1bjec

t:i,.Ve],.y: under s t.ood f.l:"om.·:the: pxoaecut.Lon of t.he . applica

,t.:L9n';(3.I1d,2) d espi. t.e the statement: :in"th,e speci'fica

t)_Op::,;(w11ich.,is"a:rl: plJjectiv.e, matter}:, the; invention

"which', i·~ npt?,tat~d in:tp/? cla.Lm shou Ld., not b.e. the

.obj ec't. Pi: ,Glai:lJl;,;inte:rpr,~tation'.

As qhall be ~iscussedbelo~,,~h~r~are mapycdecisions

~imila:r-, to: 1=~e Pc::>~:ystyr()l Foams.,.- c.a,~e" w.1:dr:h allow_

consideration of the p~ose~~ti9n ?O~um~pts in inter

preting the claims. This is called the doctrine of

consideri.no tJ.].~.-,CiPpl'i<::a.t::i.on:,pzocedu.re s., Th,ere;are two

,!;l1epri.~$,:·.<:>Ile,.wPicl1,:po)..d.sapplying 't.hds doctrine in

all,iJ1st9-IlC~S,_?pd.,;the other wh i.ch 'supports. such an

app l a.ce t i.on. only when;;,the meani.nq. 0:1:· ',the9laim is

not.. understandable c Lea.r Lyv by considering only.the

.-te,chnical,-,standar¢l. p:r~Y-,ai'J-:ing'i?-t:,th,e:;;time, of:;:f-i,ling.

F;rom",the stq.I1dpotD-t:,C);Et1}.e: p;ri'l1c:iples:.of. .qood faith,

fairness ,and:"prtldent ju¢lgem,eni:.; t.he JprI11.e;r-',:theory is

deemed; reasonable. (15)

2. File wrapper Estoppel

con,~;icief.a~.-~qn:of,tl:l,~p:rOs~~~,!:i()I1,,docU!rle.n.t~. in c LaLm Ln t.er>

pret~tt~n,~lt~oY9h,theyare ?nderrn~~~ci py~~e tlniqtle

Japan_es~,; cop<::~p~ ~;~l1t~on~d above , It. does not mean, that

the d?ctrin~ of estoPPTl or that of file wraPPer estoppel

has b-e~~" applied w~t.hout; modification. This began, wi th

the us~ of p.rosecut.Lon procedl.;lres as refe,renee ma t.eri.a L

based on the principle of good faith. However, recently



p.9

there have. been .dec.is.Lona .' which'-:made,-"refe·renC::e to:::th.e':

doctrine of estoppel (16). and which 'appliedthe'doctrlne

of file wrapper estoppel. (17) It is also true that there

is a ferl:d.en;c~il8r:Eh~' 'Clo';ctrin'~s' of;'l\n~ld"';'s~-*~6"ri' "L~~~' '{~:/:be

inte:g'rateCl :~i th,the: -:ja::pan~~~':p'a:tent L'aw and appii:~d to'

the·LInfer'p:i~t.ati.bn of'';':cla.'{nls.

We,p:r:,opose,,, :there.fore.".-tb::.f:irs't outline' the doct:Yine of

file .wrappc.r estoppel. of the ,united States,' and then' compare

it withthe':deci:::dons in'Japan "which- corrs.i.der ed the prosecu

tion documen.ts in ':interpretation· o'f: ::Japanes-e :'Pa.:ten,tclairns.

(1) Doctrine of File Wrapper Estoppel in U.S.

File wrapper estoppel as applied under Ango~Saxon

Law is an estoppel arising from the file wrapper, or

the Patent Office File, which includes air ofth"

records':for<:.apatent \a.pplication· and' .sub's equerit;

;proc,eedings:,- :-andis deemed to be anres t.oppeLiby

r_epresen:tatio'n ,in,:a broad senac , Es.toppe'l,:by;re'p're-

,.;Senba,tion .Ls .a .doct.ri.ne to,-_;pr,ohib,i,t ,c,:a:',p.ar:ty:;"from

mak Lnq.ian assertion- -whi ch- .Ls :':contradictory:to:the

fact once r-ep.re sent.ed-when ct-t.) the "p'ar-ty rep-resent.ing

~ppr9veq,_,arbi:tF~~i.1Y a, fact; relate.d _tp, a ma t t.er., or

p,erfopn_edanapt,,_ or: f a iLed to p~rforTIlan .ac t; in

spite of duty to perfoFm; <ii) the.other party acted

believing such an act, failure to act or an approval,

or became 'affk:t:t~d';"a~d:;\iYi') -the ~t.her-p~:r-ty':i's

adver-ae Ly affected Lf .tihe 'party making: the: repres'enta

tion is " a Ll.owed to cite avi.danca.rcontirar-y 'thereto.

"The repr:'f:~ser"l::.B-tionn;" ,\Alh,~c.h :g,~ve~,Fi5~:,;t0-.es t.oppe l ,

is ..a st"tementrelatE!<l..t.o.a ,f"c;tmade. :bythe party

of affirming or denying or otherwise to let the same

be known to other party or other parties~

Accordingly, in the estoppel by representation, the

reason which caused the party to make such a repre

sentation is not so important; the fact that the

party consideri~g the representation has understood

the fact as represented is important. ~herefore, the
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hi::?~o:r;y or, the 'development wh i.ch :'lead to -osuch'a

:l:'gp_.t:";e:~,~,nt.at i.on. is ,-irrelevan-t~,( 18')

'rhe. doctrine of file wrappe.r estopped PFec.ludes.a

patent cVlner in an, Lnfr-Lnqemerrt; ,s.ui t f.r om :o:ptainipv
a construction of a claim that .wouLd .Ln ,;ef(e,ctre.sur-:::;

rect subject matter surrendered during the course of

prOG~,Etd,ings-Lrr the 'Patent. vand -:Tradema.rk-Office; The

!"stoppe.l."ppliesmostfrequerttly·where an applicant

.amends ox-cancels claims .re jec cedtby .t.he Offic'B,a:S'

.urrpatrerrt.ab Le in ·'light. o.f: t.hevpr-d.or.var-t, ;Some';deci...,:;<

sions extent it to amendments entered for other

purposes 'and even :'-to:a:rqument~,,:b'y--:'the appl±'C-a::ntrs'

attorney. (19)

(2) Recent Decisions

In _or,der,:to:analyze .and vs t udy rec'ent :deci"sions to see

how.rt.hecpr-oaecucaon documents (including, 'those' filed

,after,';the"grante: r-e Lat-ed to:invalidation'- 't:rial.). are

considered, weclassi£ied t.hern 'int'OS :6ateqories ,by

considering 'ho,w,the fadtors-:enume'rated b e Low.vha've

beenv-appl i ed ,in,th'e doc Ls Lonsr

'CO whetl-{~':r ,':t:he pridr"a.'rt has been 'C'fted':' ' .i.n' the

official' action, Ehe oppos i. t.Lori filing', or the

demand "for':inva:lidatj~o'ntriali

(iii) . whether -the statement Ln vt.he ·Detailed

; De s c r i.p t Lon. of, 'the, Inv'enticm- has: been amended;

(iv) whether ~ny arguments have been made in response

t.o \the bifiCia.'1 :<ac't:iori', 'bi 'th:e 'OppOsition.
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:referred· to "as

.. rrhe: case:where' t-he offi'ci;al 'a'cti'on I

(to "be" collectively

p.ll

or

Category II

etc'~II:) has ibeen Ls sucd- ahd/6rs'ubrnitted,

c:and· the' 'amendrnent'O'fc'1.3'-irns "and:: the

'remarks,: st'at:'in'g·::di·fyei:'en"ces between the

'prior: ar'tand-'the-,·':irivention:were':: s ub

mitted, and ~~e interpretatio~?~ the

claim was made by cons'ide.ririgthese.'

The case where the offici~~:actions, etc.

had been issued pased qn the prior art,

~nd-, in ai-def to overcome then I the

arnendrrien1:.·:fbr- the s'pecification -and the

rernarks>:,stating"-'differences between the

prior art':'aridthe Ln verrti i.on :were'sub-
.-;mitted;":-and:,:'tlie·:lriterpret.ation ',·6f the

claim wasrmade by :":"c::ons'ider:L'ng : these .

Cetieqoz-y III,; The case where th~. o f f i.c.i.a Lc.act.Lons 1 etc.
~,.,'",," ".' '

h ad been Lss ued hased on (the 'pr:~(?r art,

and thexemarks alone we,re submitted to

..as s er.t; ..dif:ferences,"betw~,~p t.he prior

.art _,..arid tl1,e"inyention". and the .Lnt.e.r>-

p ret.atLon o.ftl1~ .cLai.m was mede vby

'C0119i:d13r,ing,th eS:E? .,,'

Category '-Iv'" The'· case where the o'ffi'~iai'actions, etc.

not based on the "prior: art had·-"been
is s ued s ;_and ,;,t~~:,;.arn.~ndrrL~flt of .tihe ,:C laim

was PPPl11itteP.J.oo;vercq,me :the .same, and

the ~~terp~eYFtion-9~:the.clai~was made

Category V ~h~' "cas'::e," ~here'::':t'h:~:: .,~pPli c~nt'~Ol~na tar i ly

submitted the amendment of the claim,

O'r'the 'spe'cificat'-lon and the amendment;

wascon~'i;d~r~d"in 'fh'e 'iIl'ferpret'atlon of

the claim
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;"p.tJ:1e=.;- c;~1:E:!;g()~:ies9-re a.lso coricei.vab Le from>:the:_~:above

;Ea.cpors, ,l::>ut::we,:useg only -theahove in studying more

t.han 20 ,4~ci:?io_ns~ The-: decisions discussed below

9-rE:!;:5ununari:z.e9.,;:pr out.l.i.ned only' in connection with

the ,doctrine of file wrapper estoppel so that

,r,eference"should bema,de,to, the' full texts for

",dt"i;J.sand other, Points Of' disputes.

Decisions in Catego~y I

(i) Case No. (ne)2466 of 1966 at the Tokyo High

Court

(Re: Dryer for grains) dated July 30, 1970(20)

.qu:r:'~ng:t1)~-,e}{an:tiIla,~iQI)-_of.:,the:utility model applica

,'.t,:i,.onf t:heP:ai::eIlt:;-;Of::Eice exemi.ner. issued the prior

:_;art ,'rejection. :r:n;response ,-the registrant (the

applicant) clarified the points where the band steel

:.yanes,were to be ,attachecli'<and,:8.sserted that since

the structure was not suggested by the prior art,

it.:Rad cit' ':nov~f arid s'I:>e-c'rai:oper:a.t'ic1l1cii e{::Ef'e'tt, and

"dOriC'urrent1'y'arriende:et'.'fh'e scope "o f the claim.

The',:p'ate'rl£"O£'f.fce Comm{ssion'ers':then ordered the

opea-ac'Loria'L "e:t'feCtOf 'th~ ;;'stru:'6"tJi're to be described

mOre con'dretely:a.nd:fnmore:'detafl. The applicant

(title hoLder ) complied with't:l'" order, further de

lineated the invention~structureinthe specification,

and concret,~ly des crLbed t;h~9pe~p.tioI1al'"e:E:~~p.ts

ger~ratedthereby.

Based on the judgement that the subject utility

model r'egi'str'a.tlon'\'las'· ati()~ed't8 pass to publication

after the :exa.m1.Iiat.ibri;,,'p'rhC:~'dure""'asabove mentioned,

the court a d j udqad t'ha't::"ll,t"he"'p'bi:~n~'of attachment for

the bapd ste~~ s:pir~~ varie s " was a major, .. f,~~t1J,r~ in

at.r-uct.ur-e of 'the sub j e,pt ut.Ll.Lt.y model registration,

and held that the act of the plaintiff (the title

holder) alleging at a later date a fact contrary to

his earlier assertion was inadmissible, and that

the defendant1s product lacking in such a'structure

.'
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;was non, .wi:thin: c.the',<technical: :s:Cope' :therebf:~

(ii Case No. (wa) 9786 of 1971 at the Tokyo District

Court

(R~; Lighter) ,dated February 15,,1971 (21)

The 'util-ity mode'l re'gistration of the plaintiff

(the tftle holder) concerns a lighter of which the

encasing member for the flin't is provided rotatably

on the support axis of the igniting wheel. 'The

,defen,ClCi,Ilt:'sprodl..lFt ,B:?S';1?,edSr: .Ln f r.Lnqement; has .an

enca;:>~!:1g _member which. +_~ l iX~?_~YI no,'t;.,. r-o t.a t9-P ly-~-,

provided.

The plaintiff d.i.s cus aed the prior art cit;'d by the

~x~fI1iI"l~r,Cl12-:r~n9;,ex~iI1~tion" aI1<i-arn~nCleq t.he claim to
make it a rotatable type as mentioned abqy~, and

d i scus s e d the effe.cts of the z o t.a t.ab Le strl;lcture as

compared to the prior art in his'::ai<Jum~nt-,;

plaintiff asserted that the product for which

~,_Il,~r::t,r;g,E,ffiEm t; _:hCid.:beE:!I}. <3:GC::.us~d. .:~'VJ~s equi.veLent c.Lo .. tha t

cl,ai,m~,9~n~ ,tl"1~:,st!bjf$.G__t:_ util~tx model r-eqi.s t r e t.Lon

since those skLL'Led ,in the, aFi:: __co.,?:~d':~Cls~~X:_',i;i_nd_,,,\Vith
out efforst choose the rotatable type or the fLxe.d

tY1?~· T:h,~,S9-,llr,t: deci.ded ,tha.t./"trs)m:;,d~ve,loPIl1~I!,~,.Ln

the examinati,9n ,p:r,oc;::epu;-~l s houLd bg,unde,:t;'"s,tpo,d

that the plaintiff had limited the product to the

;fix'ed type) -'aIi'd . hi~:-: ass~:it±8n for-equivalency should

not be allowed.

,Deci:sions ::in'Catego'ry- ,--II

:Tok~io: <Dis'tri8t '-Cbuii:
(Re': Dragnet) dated December 11, 1967 (22)

.En j udging,the'technical -scopevof ,-a p-atented: .Lnverrt i on ,

the cour-tvre f ez-ned to the- prior :-art ref·erences-:s:ub....;.

.mi t t ed-anew .Ln-Ehe t.r'LaL, tihe vamendment.tio f -}'the

De t a i Led. Des-cription: :of>·:-the::,Invention," ·(not::,the
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amendment. of. the,;cl-aimsJ in thespecificat10narid other

materials submitted by the applicant to overcome the

p'r:iOr':~ar't::re':Eeb:mce's c':tle"d: :b~ the\e~a:riti:'n:~r-" during

eX~.i,na_t~onf: .and,adj,Udge.d__ :that:~e<te?h~:o~ogy which is
used for reallzlng'the configuratio~ des~ribed in the

sp~_c~f,~?a;tion::bu\"n_?t:c;r,.~:~::rJ,Yc.stCite,<l,in'i:,~e ,Claim is

deemed as '~n indispensabJ._,~",Cin,ci e sseritLaL component,

'of the' invention when cons Lde r i.nq ,t!te"oper,at?-on, pf the

6i~1~e~ idv~ntibn.

ThLs: ca.:se(': :1'5:a:CdiaiMed be'caus c 'af 'itk'di:V~fs i is'ri': ':f rom

the'· s6~'c'a:lled:i'the6ry' to- exc'iude'pfio'r 'ie£~i:encesll (23)

where the known technology is excluded

from the9cop", of,the p'1 t e n i:e Ci Lnverrti.on, (24)

ii) Case No. '12843 of 1969 at the Tokyo District

,Court

';(Re; Refiact6rYFib~6us':M~te;ri'a'ijdab~d -December

27, 1972(25)

In t.his'case'>-th~ patente'e as'se'tted that even through

the refrac:toX:Y'ffbrou.s mi:lte'riat'ha.d been described as

the additive s ubstance t.hr'ouqhout; the p.rosacut.Lon ,

the agent for the applicant failed to correctly

undersl:a.nd.:'this:, sfa't'ed e r r orie'ou'siop i n i.ona in the

"Cargumen't and ameridmerrt , ati'd';:rt{a.d~' -~ird'neous amendment.

'I'l6weve~,- the cQu'rf'decidedthe" 'following:

III the Claim, _t.her e ' ?l;ppec;Lrs the des c.rLpt.Lon .read i.nq

11 less than 2%", more particularly 0 .4, and 1.,4% ,. of

refractory fibrous substance , and according to the

s tatement in the Detai led,D~?,cript:i()n_:qf_i:.h~ :rnY¢,ht ion,

enhance the strength,~nd_ or binding

property o~ the i~ne~_~ou~q~ SinCe the Patent Claim

is supposed to state only the matters which are

,incJ.:ispensable, to the cons t.ruc'ti.on of the inventLon ,

it, would be reasonable, eta: understand :that:the re;;'"

f r actioxy fibrous substance: according to this invention

is .zequdr ed 't.o he:_~ontained at Le s s.vt.han; 2%" o r 0';. 4%
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at:;::the lowest,' or at<the limit::'which 'can-:J..~c're'ase' the

s t.re nqt.h ':0:1;. the :inner';,:moul'd arid ':'the adhe'sLorr :'oE; hinding

pxopezt.y ,.': This may be,'affirrriatlvely:'::,recogrii'ze:d 'from

the -Lncent; or Tec.ognition':of ~the' a'ppki.c'arrt; :\.,hich 'be c ame

.appaxen t . dur ing .tihe ,',.exarnination'of ::the' :'subj:eCt- :-:p'.:itent

: application.

In Qr:d,eJ; to .over come t.he ;~xa,rn,i.qer,\s_J::'e:::jeqt:i_~I"l<;bqs,ed

. on priqr al:"t; I,. ,;the,plai.nti:l:'f"subm~t:.,teCl, ,an,.,arqendment

of" the ~)?ec:.i,~ic;qtionT, .,aIlCl .l:'":~;ferr~9:, ,tc) :~hi.s,poin::i~.

in. his .rcmerks , _The cLaLm.was .aLso :"arnE?!f,d~,Cl, ,JJ:l:lt

the, ,_,d~ci?ioIl,.,did not refer r.,to

(iii) Case No. iJii.f ~S2 of 1978 a.t"f.h~ Osaka District
............ " '

cour-t

(Re: Cylinder) dated February 29, 1980(26)

The de'c Ls Lon rrf i.r.st; of:a:IT~ refe:r:red tC>.':'the :'paterit

prosecution arid ::the t·e'ch.nical·.··;'Standa;id-:{pr~ora:rt)at

,the'time of filing of the Patent A as 'the facts to be

considere'dri.n: ;{I1.terpretatib'd of Tt'he:'cTa-.i.m'· in judging

;;-i,'the technical s copo cE' Pa,te:nt-'::Aj H~vinq-r-eviewea

;these::an'd acco-rd:ing~ t.o t'lies€: facts,:::the:court' de:"';:

;. :clared' ::that:: i:J'-.although:,.pat-ent- A' wa's':fiTed: basedc on

-tihe tst.a-t.erne nt; ;'in.:the'"G'laimrepresent-edby -ari 'ext-ens i ve

scope of expres s Lons ;' <the-'appTicant:; 'f-iled 'the' :iep:ly

b'rLe f 'of :the pa.fen:t',dpp6si'tiori'::'in "'whT'ch:,:;-he s t.at.ed

that further' '11rnitati6ris"'o-f-<the'.blaini>:w'e're 'as' if

the; indlst:iensab:le -partsthere6f-",',empha'slied',the'

~hoVeTtY':6:f:'::S:udh a Cbhs"t-r:uctioh',,":a'nd' indicated 'dif~

f er-encesti.n 'the 'oper,atiC5nal"effec-b3 hetweerf,',the:

patent': and : the;, above 'kn6wh"pat'en,ted d.nverrti.onsvB and

s e ems. ::'t6 -have be'en ,:-reasonable 'in.'li'ghtof th'e:-pr-ior

ra,rt-as men'tion'ed' iabove, and it ls--Clear that" the

Patent Office' agr'eed 'to the de'fendan't',' s op i.ni.on Ln

issuing the decision 'of the' pat'ent;oppositionll
" .

The court admonished that "the situation as above is

a point which could not possibly be disregarded in

593
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d e t ermi.n i nqrthe t<2chI1~SCtl s cope of t11e.)-?t LnverrtLorr'",

and,shOWed,.·,as, ~.easq.IlS; £o:r, imp9ssibility::of disregard

that".Uthe sc:op~,:of:the-,patent claims :gene:r;:ally,is not

,increased peYC?fld that of what a patent applicant ..

desLres"., and-that "the :defedant'sintent .andvvi.ew

as above mentioned during the prosecution of the<lst

invention may be established objectively by any party

bymefely looking into the record. 'Cfile wrapp<,>rj',

'the "de'fendant'· 'a's'-~e:r;tTods ContrarY' t.here;to:i.n ~nf8rc

irighisright under the patent.obtailledbas<'>d 011 such

vi;ew~ -'±-:S">quit:'e-C6ritr'aiy - to' ':g'ooCi:fai t:.li.'::for'-:thJ~id

parties (file wrapper estoppel)". 'l'hedecision

further qeclared that ~it is pq~sib~e tqunderstand

the examination procedure in the follq~~~g, manner

.,'.~ ..,Thus r. .i.f the deEenda.nt; had cons Ldexed it dif

ficult to prove the novelty of the invention without

,emphCisi:z~;ng the above points, then - the -defendant

should, :h.aye added ,such .a f-actor;,:in ais ui.t.ab Le.vs t.aqe

q"fp:r'q::;:eC}ltioJ:l ~mcl:fil,e,d an amendment to limit .t.he

:Claim. A:C:C:,<J.:r.-diJlg-ly I, i,t ,:is ':Ciss,U!l1e.cl,:that:the:lst

.tnv.E~}ltipnI_:p)t;houg -maintained i,ll:.,t,heoriginCl.l claim 1

has been in effect r:educe,<;l in substan.ce t,o,come ...t.o

havcit.he : same'res,u,lt" as-::a-c-laim.including.such ;lirni

,-tations.Tb,is. a.s pect; ,:of:prosecuti-on -carrrrot...be d-is

I;'~garcl~d ;iIl claim ,:int}=Fpre:t:ation·,. '-<I:-f::/::-indeed:, the

aJJove .hoLds -:t:l7ue r thE!:.n .t.he __ .cechn.LeaL scope i ofvbhe

IS,t:. i I1y e p.t i on o~_the:,present,,:,casE!: shouLdvnot; re.ly

merel,y on the .l.iterall"nguageof Ltsvc Ladms, but

.ahouLd be est:ablished :bytetking int.o..conside:r:atiqn

the,above,sii:uat:io.n , .and 1::11e <.c.l,airnlp,nguage., wh i c ll
e xpres ses even ,tJ:le:,p;roade.I":,;·~oncePt shou Ldvbe

t9;su,i-t, i;tsP1J.r.p:oseu .~}:ledec:isi.on-,taught that<'~if

this interpretation .is to be ...fo;l,lowed,:the alleged

.m..aGhi.l1e_~~:au does not:falJ.; under .Lhe, tE!:ch.nical::s.cope

of theinventi-on of, ,PatentA~'•
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This case is a leading. case\',wh.:t:QQci,i,$_9PSS~o.::t1ie

dO,ctr i I1E . ,ot,-_~Jle ,vr:r.:,apper::::e~toI?pel. ,,~-istJP.9tly): arid- is

quite interesting in that it showed the court~s.

attitude toward file. ",r,"pp"r e s-t.oppeL

Decision in Categ~ry. IX+

Cas et.No, (wa) 37 46c·o·f 1%4 at: the: Tokyo District,·

Court

:(Re·:Method o:f. PreparinsrNat ere ProofFi 1m).: dated ...

: March25,1970(27)

!;1;1t?,:, PStt,~I1 t:~;q,/, .i.nye~tisn Cenp¥FlJ,~9-_,,;.a::. :p_~t,~9d,p'f fo rmd.nq

~at_er_:,PFoP:l: filr~\9n.:, :f;abri:Fl,:~.:v-rh,:\.ch compri.aea PFess

adh,¥l:"~ng~_q.e::,:3~c,(:m.4-_ f,~9J:Jc,,-,.}JY."; .,1:"0*,1:3,-, en : -t h e ._",:t.~~,:r,-mP7

1?1a:s ..ticF,esino,tl,s;_:f_~lm:wh.i,ch is, heing heat.ed by ....

calendering. .The plaintiff asserted in the patent

Lnfr Lnqement; suit that the, accuae d I?f'9:c:luc:~, wh~cll-::1::.he

defendant had manuf ac.t.ured .ther.mi;1.l.ly f usi.nq.. -th~:-)3,~cond

. .f abr i c .on the. ttl~rmop~as,tic::L.e9inou9 film availahle

in, the __ market ~<:ts,.:~quiv,a1en:t, tpt:})e:pat~;I1te~"~:9~~n..,.

t.Lon , ~0o/e:Y,E7F,the court. did, .non. allow.tbJ.s; as s e.r-:

;,:1:..i0Il.,' of,·~,q,V-.~Y:Si_J:.YIlCY in vif?Vf,:?:·r .t.he, ;respons.e .f:..i.~ed:, in

tp,e, patient; oppos iti.on t:t1~ :su:pJ?J..elI1~I;11:.Hl.r;y: s t at.ement;

of reasons. f-i'~ed Ln..' t.he , LnvaLi.datri.on. ,tr;i9-1,~ and __.the

statement in the request for Ln t.ezpxe t.at.Lon under

Article 71 of the Patent law.

In,:,"thE::\,~ecisio,n" .n"p,,., direct refer~.;pc,? wAis:,ma,d,~ t.o, .t.he

differences. be tween the,p;r.-i,?,r, ar.t cited .i.n . the

oppositLon. the, 'invalidation. .s u i.t; a I1.t:l: ,tJ::e,r,~qHe~:t: for

iI):1:,.yrp,re -t.a t Lon. :iin,9,:t,l1.~,:,syb, jec:.t\ _Lnverrt.Lon p,£:1::.h i s

.ofthe plaintiff and .then ren~,,~~d, the

above.., men t i.oned ,

decision as

The p r e s errt; - case' fsvalu~d''as~::,~ri;::iliusl~:~~ibnWhere
. the ci'octrine of file wr~pper 'e'~toppel was 1:p'pi

i i e:a ' in

full and the assertion of the ti tle hold~r':fc&-'J.:~fringe
ment of his right was denied. (28)
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Decision'" in ,: Ca.t.egory"IV

" Case No.' (wa) HIOS Of 1972 afthe Tokyo DistriCt

Court

(Re: NaphthyridiIle) dated J1.l1y'2l, 1976(29)

During the examination of this(pat.'ent.:;,._...tl1.e::'plaint.'iff
receive9. ,the e-x-a.miner:~_s ob.jec td.oncas t.o i i.nade.quacy of

claims under provisions of Article 36 , Section,5:·of

the Patent Law. The plaintiff (patentee).· fi1ed.,an

amendment of the claims deleting the; description: of

substituent which was not related to the reaction

:des'c;;'ibed:"'lh:the' spe:c'r:f:L'Cati6'n,'::and remark's s'tating
t:1i'at:. II ±e sb'O'u'id':be' 'not:ed 'tl1at::the: Lnvcrit i.on he"given
'an;"-exb:~nsivevacope ofprote:c'tion' "s i.nce this applica

t.i.onvi s related: to a met.hod of p"i-eparing -'.3. noveL :sub

stanc'ElIl' The patent was aubs equerrtLy granted'. The

~'"court:;ind'tca'ted111 -tIle de:c'islon that orrd.:i:"ting the

descr Lpt.Lonvof" the' substitl.lentnot'-:rel'ated t'o 'the
reaction In' th'e' :gene'ral f ormirLe means: ab andonLnq: the

speci fi.c description of the compound , al1d-<the: even

'c:Wh:eh'there is a des cz'Lpt Lon Ln the s'petfficati:6ri-:, but

an "", ebsence of de'scrip"tioIl'O{ the 'substlt\ient"'~;in:" the

CIaIms:; 'th-e "'S l.lbsf1tue'ilt'c'aI1no't-' he-cfe'e{rned'as'r)'e ing

inc'iuded with-in thE(te'chnica.l scope of' the"p;atenb~d

inveh'tion~

This case is the Tokyo district court decision of the

. NaJ?hth~tr:idfne :Case'~ It Lstnot.awor-tjiy in tha't": the
deeis-ibn" dealt': ::Wi th the rela.:.t..ioI1":be-t:ween c La'Lms' and

th'e'Ci'escri'pti:on i'nthe' :'spe"cifiCa'tiOni the question

of- whether:'th.e're:Eerence-:ecni'l'ct' be'-ina2r'e fo the' 'p r o-:

as't'tl'~{ rna.i''ter d i'scussed above,'· v i.z ; wIlen'refe'renee

could be made to the prosecution dooumentisrLnt c La i.m

;inte~p~~t~tJon, the,original ~laims ~re, considered

as abandoned pince the amendment has been made to

:the ,clai_IUs.
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(i) Case No. (wa) 2,14 of 1969 "tthe '):okyo District

Court

RE: Antenna) datedA'!"!ust 30 ,lQ76 (30)

I-ri' th'is'·\:'ase' ;::'-:fB:e -cour't; ·:f'I{dic'ated ';;'fh~'--; :E'oli8wi'rig-in
its "jud.g'emel1t .

While,.,<i;tis,.-I;:ecQgn.i-zed t.h.a t it.he . terms of ,',thermo..:.;,

setting resin and thermoplastic resin had been used

d Lstri.nctLy :'.'to' "mean :res:fris,i'h'avi'ng ';-d:'i ff~f:~'nt'(:'pf;bp:~rties
asvt.hc mouLd maf':er'i.i:l <prIof 't8':fiiincH::O-'f th'~--first

ihveh'tion-fn: the"case, -,-~,..:.,--- the "appLi c'arit; described

the:-tl1sul~f1n\f~'rna:f~riai:df' "the-:E'{'f:s'f' I'nveri'{i'dn: as

":the 'Ins ula:tirig~mete'r-iaf--'0'£ 'the' r~'§'.f-ridti~-':_;t-yp;~II in

the"'ClairriaU-d fhe:'be~C'~{ptibn'd'~'~'lirig.'with t'h~ proper
ties'j': 'act:i6ri",3.'ncr':'ef'fect bf";fh"~'; tIfi't:Lty -mod'el':'fn >·ttle

brig.ina.L s pec if'H:: ation'attached t.6th~ "eppLrc~t.Lon

pCJ.per):butlater":li'e·'amen'ci:r£d t.h:e: same :tb' re'cid2is lithe
thermO's e~tt'irig '::'insUlat::Lhg "materia iIi' .Ln th.eeTaiin:'and

the Description of' the Utility Model. According to

the" 'above', it. Ls llnd~r'~tood'<that the a.ppli"cai{t.
in t.errtLcria L'Ly 1Irrt'i't.edth~: "{nsU.'lat.ing m~t.eria:l' 'of'
the" f{r-k;:t: invention t.;6~th~ therrridset:tihg::'iris'~lk.t.ing

ma'teri'al''''wllich doe'sribt:inc:'il.id~"the t.h~'rrn6p-la'~'t:{c

.ins u l.a'c i.riq 'subs t.ance, Th:~'<'l.ihder~·ta.ndihg'is" ri6t.
influenced by 'the fa.ct tha'tthe r easori fcfr'<the"'amend
nleritis: not:ohjectT'vely"clear .'T'h~':a:sk~rt':i6nofthe

plaint.iff',: ~·(s :withOut 'grbuhds':.

,'Cii) Case No. (wa) 1536 .of 1968 at the Tokyo District

Court
(Re's. j nsectri-ci.daL. composi. tion)::'dated:::January 31,
1972(31)

In thi,s,c.as.e, the cour-t; d~claredii:9 dec i.s i.on i as

, follows:
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..... It is not known from-,thes,e,.evide:qces what

course this ~~ten~ Ct~~li:~,t~()~ ~or ','- the pr~~~nt i~ven

tibn~fbilowed prior to its publlcation, and what

develop~ent there was before the registration

the applib~tl.on:-;liri1i.t~d'tfH~'6'arii'br of a very extensive

_~c()PE?_,,_of n_qrg~rlic"Illac,roI11qlec\11:a,rs-ubst_an.ce,in solid

f o rm" at the initial filing, to a na.rz-owrsoope cof

five types in the final stage. There are no evidences

to ::'.-indicate therat·ionale'forthi-s:limi,ta t'iori'.

li,~:::;~:i,ng,:tl1,9:t/_ ;Cl,s,t,ht?, ..p;lai.,ntJff ,asser,ts, the patent

a ppLi.carrtvwa s .,trying .to ob.t.ai.n -a.;pa,tent: ,on, a s ub-.

stCiPc:_~wl}:i,9h,mi~,~d_yeryw:e,ll .. as ,a ,carrier with." in

:::;,~cticidCtlphosphorices~,ertobe formed in .ao Li.d

ao Lut.e ,~Ul:>stCi.nc.E? ---;-;-puti::,ing aside the ques t i.on

of whe t her t.h i.s would be subtec:tto f,inalrejection

or not ther,e would have,',been"needto change: the

initial exp.ressi.on o f., "org,anic. rnaqromqlecu)q:r: substance

Jnsolid "formUto the ap9ve:.rnen:tio.n.ed 5 types of

,::?ul:>,s-t;ances..; "'":.""",--:-,",": En the oetai.Led Descri.p~-t~P!10f. the

InyeDtio~in the applica~io~orginally~iled( nprnerous

substances which had peen described as suitable or

p r-e f'e r abLe org,~I1i,cmacr.:oI11ql;ecl:l.larsubstaI1ce:s;in solid

form have .bee.n.d~let~d exoept for th~ 5. tYcP~s of

Gqrr~er~, ~nd si~pec~heintent to have ,the carrier

cover o f other subs,t.~::m.ce:s,than these, £iv.e,has:not

d Ls c Losed, we .Inust ,say:thp.t ,the above, mentioned "limi

ta t i.on has been :madecoIlsciously: .a,~d intentionally

by the applicant, even "though .t.he reasons for; this

limitation by the applicant are not necessarily

'uride r s t and ab.Le . ...:.~...:....:.: 'In 'summary, we-fnus t. say that

the accused carrier not included within the

t'E~chnical'scop'e""df,~thep r e s erit; 'patent-unless it in

cludes one of the five substances, and'that' there is

no room to discuss the equivalency of the substance

used in the 'accused carrier and the 5 different

carriers of this patent.
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(3) "_Some, :Discussio'ns6f Comparati~ve''Law -

Although we are 110t experts 011 the legal system and

decis'ions Ln th~:';Urii't:;~d State~: andt~er~:mB:t:be some

errors 'in our 'opinions, we w~G.ld still like to
briefly discuss the subject ma~teF of this paper

fiomthe standpoint of comparative law.

Although there may be a divergence of opinion, we shall

assume that the decisions discussed in Categories I to
va.ppl:i.ed the doctrine of file wrapper estoppel.

;:(i)' Actions '-9ivingriseto filewra.pp'er"e's't'oppel

(A) Under United States practice, amendment of claims,

(including cencellati.ons."and .addd t.Lons ) to pver

Fome, prior artrejec,t-~ons,will,giy~:riseto file

w~apper,estoppel. ~apanese:deFisionsbasically

,follow the 5 arne trend'concerning t.h i s point.

In claim interpretation"mor~i1TIPo:t::~anc~is

attached to the claims than ~o the detailed

d~p~~~p~~?P of t~e ,~~Y~n~~8?_or ,~q~ 9Fq~ecution

documents. As the decision, ,inCate.gory:. II indi

cat~s", .s Lnce t.he .s t.at.ement; made Ln vt.he. ,remarks

is taken into oons i.der a t Lon in..interpreting

clai,rtls,.t,he, amendment of c Lai.ms , with(),ut" other

amendments to overcome the pri(Jr, art ,rejection

would have been given more consideration in

the interpl:"e't:a"t:iqnqf: the claim. -,
(B) in the s-1 t:uati.on as discussed in ca'-tegory III,

det-is.i~nc~::'are d i.vi.ded as to wh~'th~r t.he doctrine

~'f 'iile:Wl:-a:i~per estoppel can be applied" even in

u. s. Especially in the seconda"'d the .Eorth

cTi'Cliit- COliit's;the

remarks areno.t always he Ld i a s coris t i.t.ut.i.nq, file

wrapper estoppel.

(C) In the situation disCussed in Category IV, the

general p.rac t i ce in th~r·U~.it'~'d s'tates'i's that an

amendment to clarify the claims does not

constitute file wrapper estoppel. However, we
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(ii) Effect of File wrapper Estoppel

(A) The doctrine of file wrapper estoppel usually is

applif7dwhen the doctrine of equ.LveLerrts is

applied, and it is clear from t~eJ~pa~~se deci

sions as well that the former supe.roedes the

(D) In' the' 'situation in Category'v', 'there 'are

Lrrs t ancas underv'tr, S:.practice'that the scope of

claims of the o"rigfnal patent can 'b~-knlarged

if 'the r-e-o.s sue '~ai?pli."cati."on'is fired for within

2"yeais'£'romthe 'grant of the original pe.tent; .

Under the 'Japanese'law the trial for 'correction

does vnotiaLl.ow broadening of theclaims\ Even

if'no're~issue application is filed, the doctrine

of equivalents seems' to :be app Li.cabLe u~der the

. U.S'. practice, because .i.n Ca'tecory V, there is a

greate't< possibility that file wrapper" estoppel

'does' notarise.

should like to· poi.nt, out, that..this is handled

."..,~n the Same way: as file wrapper es:t:oppel.in

~ J"apanese decds Lons , Here f,tOO I the_s_tat_~roent

in the claim sur~rcedest~at~aqei~ the~e~arks,

and the more r Lqorouss doctrine of estopp.ell,lnder

which the objective represe,TIt:ation is relie.d on

more than the mere intention of ~he app~icAnt is

appl~ed. Decisions in-Category IV seem to re

sfard the origina,l!=laims r. before the amendment; ,

as abandoned. This creates a problem since the

Lncerrt.ionvof <;the app Ld cantr .t.o amend,' .Ls "indicated

in the remarks,.

(B) As· illustrated by Category V, there exists under

th? ITapanAfH? pr-arrti r.e n r.nn'~Apt". o f t i nt-erit-Lona 1

.limitation or exclusion as ~~p~e?ent~d ?y the

~?pl~c~nt ~hich may be simifarto file wrapper

estoppel. (32) , (33) For details, reference should

be made to these references, but both refer to
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intentional limitation and exclusion as not

applicable to the doctrine of equivalents. How

ever,' Shinagawa reports ::thai::,the"ift"~ritic:mal

exclusion still leaves roc)rttfo~":applyiri:9'the

doe-tr ine 0 f"quivalents oonce.r-n.i-nq the "cona't i t.uent.s

01: :-the: c Lai.ms "ot.he.r.r-t.han ::.:those »e xcLuded jc whi.Le

there .wea.mo roomwh:atsoever:for a ppLy.Lnqr.bhe

doct.r-i.neiof :eqHtva+erl1:,~:;:in th.e ;intent:ional limi

tat:.ioTI1:?ased On his analysis pfdecis.i,o,TIS'f' and

raises questions regarding intentional limita
tions (33),

3. Conclusion

The):::ecent.JaP<3..nese dr=,cisions,_hav,e""I7.~uc.td,Clte_d,the, fq~+C?wing

points:

'(11: There are unique approaches for ,the-- 'i'nterpre-ta'tion of

Japanese patent' clarIDssince"the 'pateritprocurement

p rocedure. .Ls inter partep:L(J~eeO:i.ngs. 'I'he tendency- is,

however., ,,:t:,ov-rCl..I::.d.AQQpi;j::QJl_Qt ._:tJt~:,c..q.9,9tXJI1~, ..g,~ ,,~A.l~~.

Ylrapp~resteppel which is ,a concept; of, Anglo,"":"SaxoI1

.Law ,

(ii) Regarding thE) application of file wrapper estoppel to

interpret Japanese patent cLa i.ms , the 'de'cisiobs appear

t'o rseve r Ly r e's t r i ct; 'the 'pateIitee.
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Notes

(1) The correspondi~g provision is found in 35 U.S.C. 112,

Paragraph 2 as follows:

"The .apeci.tLcat i on shall conclude with .one vor -moxe claims

particularly pointing'out-:and d LacLnc t.Ly claiming the

s ubjec t.o-mat.t.e r. wh i chvchevapp.Ld cant; z-eq.ar-dsvasr-hi s vent i on ,

However,-"the're' is no s t at.ut.ory provision in the u.s. law

c6Iresp'OndIng"toArt.icle:-70 of the Japanese Patent Law.

(2) Ed. Japanese Patent Office: Consecutive Commentaries on

Articles of Industrial property Laws. (HaLsumei Kyokai,

July 10, 1981), p. 188

(3) Kotani, E., Tok:kyo Hanz-e f vol. 29,N6. 7., pp. 801-809

(4) Osaka District. Court, May 4, .1961 Deci.sion (Re: PolystY":91

Foams), Kaky.tun~!lshu,Vpl. 12, No. Sf p. .9:~7

(5r 'Miyake'; M~, 100 'Patent'neCi'sions, Jurist, 19'6'6, p.142

Artdyet,I cannoctne Lp blitqll~sti:ori the "standpoint

which take's into consideration lithe Lntient; of the applicant

represented during the prosecution and the intent 'arid

~nt~:Lp1:"etati(?p,().:r th,el?ate,nt,9ffic,e t.owazd gFant:pr<paten.i::,

t.houqh...J: rnc;,y"acc~¢le., ito the s:tan.dqf,all.ow,~ng.cons Lde 

ration of the specificat).pn and, dr-ewi nqs . This is.in

relation to the principle of examination by the pUblic.

Indeed, these matters' are not generally to be known by

the public, and should not be discussed on the same plane

as interpreting the contractual intent which has only the

relative effect. The" fact that the prosecution documents

and appended substances become accessible after publica-

(Article 51, Section 4) cannot influence this thinking

of mine -----

602



603

p.2

:C.-I) A .pa t.errce e imay demand a:trial:fbr correction:126.

(i) the restriction of a claim or claims;

(iil the correction of errors in the descrip~ion,

of::the specificat'ionordrawings attached to a r r-eque s c

only wh'ere':such:"correction has ariyc.c f -'the following objects:

(2) The correctiOri:of':'the"'dp'e'6i'fi dJtI 6t-l "d'r diawir~~~;lina~r

the p r-e c edi.nq .eubaect.Lon .may _,not .be s,u<;h",as,tq ,s'1b

stal)1:.ia,ll,;Y enlCi,:!i,9.e or ,rl1odif;y the c La i.m o rvc La i.ms ,

25

To what. extent other mate~ialsshouldbe. considered

if the statement in the Claims is not clearly worded?

There would be no opposition against referring to other

';"pcirFLon's> of t.hets pec'L'fi cat.Lon , \ p'af;tlculaily'tb "Detailed

Description of' the Inveri.tibh:li:~ Th~ :~:~me would' also apply

tothe:"drawings. Th'e 'que:~:t;ioh'~C§ ti1.'~'--'iiKte;ri{b{-\i~e

dppiie'ar'lt iepresentedduririg :the "--"c6ur-~e.: bf:: :P;f.o§'~;cutibri

'from<Elle 'filing' to.-tl1~ graht,:'aild the views of tlie>'~~t:~rit

Office expressed in the course Of pibse·bti~i6.ri·-.' Although

'-'th~re ad~'d~;cIsiori~ and ac;3.d~iri:ic':"thec:):iie~'-aif'ir~ing: that
other materigl-~:'{ncitiaitig"thi§:"pr6§~<::utt6ridocumarrts should
be t.aken ':into'6on~ideiati6n'in INt~:rpietirig"the 't~'~hriical

~c6pe:2,{ a 'patented' Lnvent.Lon , there "are,,"al'so 'views Wh'i8h

ar-ei s c ep t i.ca L about /th~s~. The"a'uth(~:)}:~:':'agf~~s tbthe l~tter.

(6) Toyosaki, M.,-"Pg.tent, Infrin.-gement Sui.t.s -CJitSurnl..l Miiiji

Sosho Koza) Vol 5, p. 217

(7) Supreme Court, December 4, 1972"Decisi6n

(Re: Alkylene), Minshu, Vol. 26, No. 10, p. 1888

(8) Supreme Court, Decembe~ 4, 1972 Decision

(Re: FreezingTempeia:t0.r~;of:'Ricer'Cake) , '. ~1ih~hri;:V6r. 26,
No. 10, p. 1909.

(9 ) (Trial for "or,,<ection)



212,
p.3

(10) Tokyo High Court, September27,1979 Decision

(Re: Naphthyridine), showa 52 (wa) 1135.

(11) • f , Universal Oil Products Co. v. Globe Oil & Reinfing

Co. 322 U.S. 471, 19'44

----- As noted previously 1 courts hold "that if, the c Lai.ms

read in t.he ,1:Lgh~_o_~ t:he s pec i f i.ca t i.on ,and drawings aFe,

clear,~nd,una~ig\loll:3' then declarations, 1:8 ~h~ Patent

Office arernerged ip the issued patent, m~king remarks

to the Patent Office irr~levanta ~~wever, a ,patente~ is

~is",te){icogFaPlle.r/aIl<1Ln the cou.r s e of his arguments

to the Pa.tent Office, he maY,defiIle,.his terms .Ln a manner

which differs from their nOFmal~y ?pc6pted meaning.

In short,. while t.he cl<?-,i,I11S ontheir}aG8: mays~emt:o

)lay~ aIle meaning wheno-ead ip t0e :lightq~ the patentee I s

definition, they may oayean enti+ely,q~~ferentmeaniIlg.

Thus, proper claim interpretation requires that the.__

claims be carefully read in the light of terms purposely

inserted in the claims'~·::;-~-:-';;;;-:-

(12) Homma, T., Tokkyo Kanri, Vol. 31, No.3, p. 265.

(13) Eustis Mir~l1;gSo. v. Bee r , Sondheimer &c,Co., Inc. 239

Fed. 276, DC SNy 1917.

The doctrine of file wrapper estoppel in patent

claim interpretation may be said to'c6trespondgenerally

to the:' "rule of. contract interpretation whcihpermits

p r oo fio f attendant facts constituting :thesetting of a

contract ,if helpful to interpretthe'meaning:'of "the

written words. --:--,-

(14) See (2), Bupra.

(15) Yoshif\lji,~S" 'I'okk.yo f c Gaisetsu, P .. 338.

(16) Osaka Di"trictCourt, January 27 , 1976 Decision

(Re: Mechanical Joint'), Tokkyo Kal1ri, Spec.ia L Edition,

1976 Hanketsushu III, p. 733 - 752.
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(32) Yoshifuji, S., Tokkyo Kanri, Vol. 21, No.3, p. 167 - 178

(25) Ed. Japanese Patent Office, Shinketsu Torikeshi Soshoshu,

Chi 62, p. 453 - 465

(19) Chisum "Patents" Vol. 4, p. 18 - 55
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Tokkyo·K~nri, Vol. 31, No.6, p. 662

(23) Supreme Court, August 4, 1964 Dec i.e i.on., Showa 37 (wa)

871, Hanrei Times, No. 166',-'p .. 120

p.4

(18) Shin~g"wa,

(17) Osaka District Court, February 29, 1980

Decision (Re: Cylinder), Showa 53 (wa) 952

(20) Hanrei Times, No. 253, p. 192

(30) Tokkyo Kanri, Special Edition, 1977 Hanketsushu,

Chi 185, p. 393 - 402

(21) Tokkyo Kanri, Special Edition, 1974 Hanketsushu,

p , 39 - 53

(22) Hanrei Times, NO:2J.8, p.239 '- .241

(33) See (18),spura,p. 662 -666.

(28) Noguchi, A., Patent, Vol. 23, No. 29, p. 17

(27) Hanrei Times, No. 247, p. 263 - 266

(24) Noguchi, A., Patent, Vol. 23, No. 29, p. 17

(29) Ed. Japanese Patent Office, Sinketsu Torikeshi Shosho

Hanketsushu, Chi 185, p. 393 - 402

(31) Hanrei Times, No. 276, p. 358 - 360

·T26) Tbkkyo Kauri, Special Edition, '1981 Hanke t.s uahuo-Ll ,

p. 8 - 27
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On, Oc;·tQgeryJ.;,1,-9B2::a ne:w; c.()ur):".J~n()wn>?-:s; th~.: D,•.S. Court

o f Appe a Ls. ;:~or".;: ,the; ,~Feqe.r,a,:l':Ci.r-c uit ,( IICA-~C '\):,,'h,9,y:;iflg:exe-,l:us.iv,~

j ur isdci~J: ion, oy-~r,patent; .eppeaLs , c:'a"m,~,i'l"l:to"exJs t.ence . - -Hist.or,ian;s

will .r e cord thatt;hebiU,signedinto la",. ApreAI 2nd had wide.

supper t,.fr.om.:,;,tll.e; patent oar "and the busi.ne s.s. communit.y, 'Ttley~ w~11

also rec,-O,rd that .t.he ,bJl~ ,was;,ovet".w~elmil1g1y-.approved by;))oth

branches: .o f t~e \,U .:5: •. ; Conqr.es.s , ,Inventor S;,' bus i.ne s s.es. cont.em-

p I a ti.nq, capi tfll.:inve:stment, .oryo,ffil!Ie,rci.a,l::, expl.o ~:.ta.t:.i.o_n. of ipa:1:!?)l,tS. ~S!

well. as members, of, ,thg ..pa t.ent; bareng,;>ged ·in .theday-.tp-,-<Jay battles.

1 i tig a.t i nq patent- ma;tt:,ers,anq .per.haps. more,' .conc e r ned: ~,i,th,·;th.~

possible effec.tsof,the,9reation. pf,thi" ,new .appe.a'Ls .cour.t may

appropr La ce Iy.cask "~.o ,what? WhaJ does .th Ls. mean . to ..,me?·~l

To; ans.werthe,~,e ques t.Lon s , Jt: ;~s:. appr o.pr Lat.e :Eir;3t to

enac tment of,this .biLl, as "we II, "as ,try.e, ,j,llr Lsdic t io.n;,.and:; .make-eup. of

the new appea,l,s court.,

I. PRIOR APPEALS JURISDICTION

The United St.at.es has twelve, fed,/?,.r(3.1;,:juq-ic:;ia1 c Lr.c u i t s,

Each judic La I circuit. has a Court of Appeals tp hear appeals taken

from the various District (lower) Courts within its c i rc u i t, ~t Ls.

not difficult to understandthat"each"Cin;uit Court of Appeals

(absent a pr ior dec ision from the Supreme Court whicl1,.,is.:.:J;1:.,s

a par t LcuIar point of patent law, p~g ht to bev.deci.ded , SOl1)e

circuits .have ear ned a r epu t.a t i on o f .d.i s f avord nq Pq1:.f2D~S; ocher

are gen.e:t:a}JY J;f:?garq,e0 (l,s:peing 1TI9f~ta\T9r9PJ,y J.nl:.J.i~~"c1,~
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In the' fIodf'deba t e 'on the b i.LLvLn the Hou s s of Repre

s en t a t i.ves -·ttwas':reporte'd'-tha.t"over 50 percent of the patents

challenged' are held to be' invalid; Yet, in the eighth and ninth

c ircui ts,df allpate'nt'cases appeaLed -fr'om the d istrictco'u'r'-ts 1

80 % hold the patent to be invalid. From the hearings held to

consider the biTl,·':rt was conc Luded that one wanting ro br-ing a

lawsuit'att'a.'ckihg'the va-Li.d'Lt.y 'of the patent would most likely

fi.Leisuchve ~lawsu'i-t· in 'the eighth circu-it cov:er'i'l1g 9 of t ho: miCi---'

wes t er n s't.ate s; On the other hand , if you :were-'·"trying '-fo"'have a

patent heIdiva-Li.d; you would try to havevt.he suit f i.Led in the

fifth 'c'ircuit-':'{dov'erTn'gM'i-ssls'sippi,Louisiana'and Texas). The

problem is fur'iher-corrfpFic:atedfn -t h at; 'the Suprerne Cou'r t.iTnvt.he

last 35 years 'h2fsorGy:laken one case' 'to resolve a. con'f Li c t;

between c i r c uLts 'IAppeaLsvto the Supreme Court may noi:'>be' 'taken

as ama:t-ter:'oE--'r'igh't. The S'upreme Court will onLy rent.e r ta Ln

appeals in such matters as it elects and considers important

enough to ne ar v l Conaeque'nt Ly scLt; .i s indeed possible to have one

prevailing d ecision'<in some" states, an<oppos i te holding in other

s t a t e s and still other states where the issue has not been ful.l.y

d eci.d ed at all.

II. THE NEW CAFC

A. Jurisdict-ion

Customs and ',Patent Appeals (whic h , ariLongother matters, heard

appeals by appLic a n t s from the' U.s. Patent Office ) and the U.s.

Court of CLa i ins, will have exclusive jurisdiction over patent

-2-
608



(and ce,rJa~n f~pe.ri3.1cont,ractJappea:ls., :~his .means. tha,t:a: single;

court, rather than .tw:,elV:~:,,~ourt:s :o·f ApP,eal,,,.wi·l).,::l1.ay!=sqle ,tu-r:is.,:",,:

diction for appeals 'fr.o.IIlany of ,the, D:is:,tr)..ct<:9.urts in the

various s t a t e s,

While this paper is .c)irectedto.patent·<lPpeals from'

inter parte .d eC,'Js~o:.ns,:.iIf .t.he l.ower, .court.s, . it" ,:shquld·nteyel:,",thele,ss

be noted that, i!1Cl<Jdition:,t9patgnt ,an¢L,fed~ral'cori t r act

appe a.l s, the: new court,,:w:il:l : also r evi.ew- decisions' ofvt.he Com

missioner of.. Paten.ts;' an<l.,'rrademar15:s· and, of,., the :Trademark',Tr'ial

'and- Appe.a LiBoard w-.ith:re,~pes::t ,to:aplic,at:iops f or: reg i.stra t Lon of

marks, i':lswe,l;l as cenc e.Lleti.on. and . 9PPQsi tiCln,,·,pro<::e.eqJng$~:·: Cases

decided by:th~ U.S~ ",InternatJ.onal''I'rade,C;:OffiIllis.,s,ion wiLl.. also be,'

sent to the new court for appellate review •

•m'M.~_m"'M" H'~ - "'M'eike,:::.:utS

By the.-:enac~edbill, the cour tvwi L),...cons Ls tiof twelYe

judgeS who will .hear c e ses.iIn paneLscof at ~e,ast"t:hr;ee",rnakJng:;:-Lt:

pos s i.b.LeiEor as many as four cases, to be heard at, any given: time.

The Court is empowered to hear cases in any 01: the, sta t es and,

indeed, the Hon. Howard Thomas Markey (Chief Judge of the f cr mer'

Court of Cu st.orns and,)?aterttAppeals [CCI'Aj and now Chief ,Judge of

the new Q.F;C) .has pubLi.c Ly stated this will be <I traveling

court. [for those who might find it of interest"a.biographical

cour se , included in the e Leven o t her j \1dges campi:" is ing the-cour, t

are all qfthe former jUdges of.the.CCPil.,bril'lgillg with them a

-3-

609

0'



s

consi.de.r ab Le- ;numb'er,"<bf: year s experLe nce and wisdom in pe tent

mat t.ers, .part i'c'lllarl,y:the::"issue OfpatE{n tab iTtty .

TII'- NOW FOR THE "SO WHAT?"

With the forego ing br ief background mater hil- so one 'c an

under s t.and how 'inter· parte patent·'appeals-"frbm:lb'Wer' court deci

s Lorrs ' were' hand Led;' before and now, :we canaddress"-6urselves' to

my II So What:?"-, qtl'e'st-lori{"',:n'amelywhat effec't:;':Tf"any~ thfs;-:·'ch;a'ng'e'

in Feder:a',l Cour t, jurisd;ictioh'for' appc'aIs may have to' Lnve ncors,

the private-' ousi.ne ss conmuruty and:the:'paten't: bar-cas 'well.

:1 'am: in: fu Ll, agreem'ent with Fts"::su'pp'6rter:s: that this' is

a very i.mpor-tan t; piece. of legislation fth"x wilFpr()vide'many

benefi t.s. and signif-tcant:advantages'Q'verthe:' ;former' appe a Ls

procedure.

·In the following comments I will first respond to my

IIS 0 What?-" qu e.s t don- byv poI nf Lnqvou t; some 6f:'the: broad be nef i ts

common -tb':patent appeals 'ihgeneral:.':\ I wiLl then'refer to some

specific:' issue's:'--"illl.lstrat,ing wher evconf Lic t s as" lo'-' the rule of

law s houIdvbe resolved,

A. Tri;General':

LTheestB:blishrnent oFas:lnglecourt to hear patent

appeals has beenident:lfied· (accord i.nq to testlmOnybefore

Congress') as"-'one:·of·,the most far';"re,aching, reforms that could be

made to a

fostiet·'-'tec'hnolbgical 'growth' arid ','industrial'- innovation 'which is

regarded a'; a key to increase productivity, . Theinew CAFe will
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pzrovLd e na't.ionw ide uniform.i t y"-in--pa ten t j~'w' and<':w 1'1'1' "rn'ak'e

l:itig a t.ioncresuLt.s rnore';:p'red:lc'tab-le ~

Under'.:the'~fc:irmer'"sy st.eni where' cHffererit. dec'is'idns'could

be reached in' dLf fe r e nt;' ci r c ui t.s; t:h.e:val'icfity 'O'f a p:ci"t:eh't '~as

dependenb," t()a:~cerfa':i'n degree'-,:::'llpOn-: ej'eogr"ap'hY. It was therefore

particular'lydifficulCfor small businesses' 'to 'make usefllland

knowledgeable investment de'C-l'sTo'ris 'where:pa'ten:ts-'are-rrtvolv'ed

when: they' have ',ariy"::,re'a'soti:' to' f e ar ,'8::' p a t.e nf 'm'aybe"·;:att:.:icked and

tied up for -years in-'e:X:pel1.siveTl tigatiori'.

The f acf that' the standard of patehtability will not

vary under ,thenewCAFC' ap'p e LLa t.evise'v Lew shoul.d'be a s t i muLus'

enco'urag Lnq -both t.ec h'no LoqLcaL 'growlh: and 'ma'n'a.g:eme'ntd-ec':ls'lons

for Lnv e s t.men t"~

Aswasrepbrtedby 'the'spbnsbrirbfthe hil.f'I)efor,r 'tiie'

u.s , Senate, the' r e str uc t.cr LnqvIcr e ati'i nq 'the CAFC) will solve the

fear fuLva t titude many corporations , E3rge'--'and'sm-all;hav'e with

regard, to: Lnves-tinq' the' resources needed t6:::'de'velop: a:ndimpl~mE?:ht

new. :techr:ology-; an attitude whi.c h :'is the r e suLtvof ''the vague,

unclear body of patent law which has developed through often

c on f Li.ctLnq dec i.sIons rendered by:the var-iotis:'circt.d.tcourts of

appeal.

the ..c Lrcu its, For t.hose' hot ;;faihiri2l:c i wi t h t.he jUd i.c ciai' process

in the United States,it should be riot:edtll<it "deCision 'by an .
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appellate.court .:is b i nd.i nqvas tathe <law, Lnvl.owetvco ur.t-s, within

its jurisdiction. Thus, when theCAFC speaks, the,ir.ruling-will

be the law within the United States until they, the. Supreme Court

or, in appropr i a teica s e s ;:Cpngr;ess".:seefit::--to .c henqe. it.~,]

Con se.qu ent.Ly , the expensive ?n9ti1Ue~consuming cus t.om

of II ~or urn-cshopp i.nq II (fiI1(l i I1g the mos t; f avorab Le f.or um ior G Lrcu.i t

to t:r;.ya ca:se)w ill tend to _.beeJ..iminat:~d:.

AS,was.po,inted out on the floor of -the .Ho uae of Re pr-e-«

sentatives during debate of the prop<.)s}=,d.,pi.1.1, a, qr e a t. de aL of

the. Lnstab i L i,ty. :inpateI1t 1 i t.i.q a t i on is ,at:tributab:leto forum-

s hopp'Lnq., A~th()ugh: ,a ;grea tnuIllber of':_Gases .ar e no ti InvoIved s :

t h Lsv.is ve,ry :di?~u-I",bing to eyeryonewho,:holds a patent. It.'.is

especially d iscourag ing for' the single inventor and- .t.he small

bu s i ne as man who doesvnot have.,the,'resources for :prolonged

,litigqtion. j\8 reported, the a,ve1-"'ag,e cos t of.-legal. fe.e,s for

routine patent litigation runs $250,000 per party , Removing the

incentive to Eor um-iahop will also .r'educe che costs to Lit i.q an t s ,

Much the same. view was .e x pre s s edcLn-. the Senate debate'.

From the test:imop-y pre s e nt.ed in: Sel1ate he ar ing svd isc us s i.nq c the

bill" it WaS c oric Lud ed ,.that forum-shopping on.the scale that

occurs in patent law increases the cost of litigation and dernea,ns

the entire jud Lc i a L proc e ss and tJ1ep?,tent s y st.em.ias well. More-

t he number. of appeals resulting from attempts to obtain, different

rUl~pg~,on disPl1teg l"''lalpQints.can be expected to decrease.

-6-
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3 e As mentioned, the new.Court will travel and sit

throughout t.he land. This will tend t9.}nakethe appellate court

truly national for all the .,states rather. than regional and

thereby dispel concern or suspicion that regional influence ~ay

have had a oear ing on -'th~, a~p~Cll,decJ.~is~n, ::e.9 e ..~ northern court

f avor Lnq a 1)CJ1;t11~rn_..pin:t;y qt~.,.;a;.w;est:et'H,;~u8r:t £a:,,;<:>r,~l19:~ we!;t~rn

Ii tigant.

B. Summary of General Benefits

What ,Cong>;e;ss.w,ass.eek.ing tClaccornpIish bY'. forming the

new Court of Appea1s fClrt,he Federalqi>;cuit, a view I ,fully and

enthusias t i ca 11y supp0L"t' wase~oq\lentlY',sta ted dur Lnq .theSenate

floor debate:

II The, pr~,sent~.pa~e.nt(idj,u(lication,-.sys,tem is a

f or um ahoppex.t s ..cl,~,lig htand;an:tlllloV";ator.' s

ni9.h,tIllarE?~rtjs a;qu.Cig~ire:,or, .ClPC t~Xna:l .Incon-.

~,ist:.ep.c:,1:' ..3l1d i:sslQ'iV:' "and,,;9u:trageo,us,loY.;, .expe nsive

for Li.b i.q an t.s whe t.her; t;heybes!TIallJnventor,s or

Larq e cor.pora.t.Lons, We intend. .to ,finish:;,th.e

business of cleaning up that quagmire and. ending

that nightmar.e .. ~,. "

What Congress had in mind, along with the many

organizations supporting the bill can perhaps be illustrated by
"",,., "'",-,, '",c','", :'",' __ ",,',.' ''': '",,' ,":' ,', ,',,,',:' __, " . __ ,'",,']:, ':"'''' "',"'.', '''''' __ "" ,
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au tomohi'les.

",

In theipub.l ic use

this was an experimental use reasonably inc idcnt to the develop-

IV. ALLEN V. BLAISDEtL

Alien and Blai!;de1l88th filed patent applicati8ris in

1946 directed t:oacertainkind of bearing shimf<5r G~~ ih

-8-

solve a particular repair problem. He t.es t.ed his idea by placing

than a year before he filed his

rejected. However, it was not.

A' £hiid·,-:-'party,CoC:kLfn i 'c1:trs'ed':'a,,;pl.ibfib use"

proceed ing to 'be instituted' in the Patent cl'ffiC:e, clii.niing

Und'er the U~S ~:P-at'ent'>Sy~'terl1"which:C!oe's riO't -have "a

f ir,st:-t.o"';fi'le '. rule I an ':ih't'er'ference :'priJceeciirig ~as ih~titut€d to

determine who was the first inventor. The Patent Office found

e s s en t La Lly-it.h a't; 'the' "Iriveri t Lon was in' pubLic u'se-'''rrore''than a year

be fore e i'th:e'i': <B1EFis-creI1 'err: 'A'ii.en-tli~dari:d:, ~c;'co~(ffng'ly', und er

U.S. law':~< rie'ither':was;~"ri't-lt'l~d'.·t:o:' a patent.

Briefly, the 'fac'tsshowed that BlaIsdell, an automobile

mec han Lcvope'ra t'd'nq h1's:':' dwrt" sho'p, :C"on:c'eiJe'd: of the' Lnv e nt.Lon to

ment of a suitable conunercial product and this is not a "public

'Blaisdell to be the fir st inventor 'arid Ehe cour-t df,''-'Cusf6ms and

Pat"!?'nt A.PP'e~ls'-:a{firITl-ed:AIlen's--ap-~eal ;f'rom"this' 'decision.

'NOrll\1,lly, this would 'be fheendbf the story.

Blaisdell wouJ:dgetpatentand Allen's application would be
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u's'e~II::whie h-i,io'i..ild:: be aL:bar :tb' '.hi's pate:nt':":app lid-a t16n . He -'a.r'gued·

further that it was unreasonable and unn'ecessk't:':Y:for 'h i.m t6:have

t.o 'remove t.he' :shinis.' be'for'ehe' sold' the' car, Mor~ov'er'','': it was

necessary .Ehatvthe -s b ims 'remain in- the c arrfor con t Lnuediex'peri.>

menta t ionvco 'petTee't-the' dev i.ce. Ther'e"wa:s 'no te's t imony tha't':lhe

pU'rchaser of the-car knew :these shims :we're':tn:-:-:;there~

The Board-to f Appeals of the :Patent of f-fcevr-u Led thaC'

there was i ndeed: a- :fati3.'l publte,:.i..i"sea.'nd:'-,the::appiiC:at-iOns- 'were'

rejected.

Bl'a:-isa'e'Ti '\-/110 was ,:,alteady:':held,,'to' :be'the, -':fir s t

i.nverrcor , appeaLed -thi'spec i sLon of-'re jec-tion -to the' CCP'A'; as

permitted by our patent' 'laws (35 usc> 144). After reviewing all

the arguments, the Court affirmed this decision in 1957 (In re

Blaisdell, 242 F2d 779, 113 USPQ 289)'. F'ollowing this decision

the,' 'applicat:ion"o'f Bla.:isdelT,' the: ,firs:t'· Invencor, eventually

became ab a ndoned;

But that's still ' not: the end of the <stor'l; Arlen, whir

10stthe inter:f:eren'ce' t ook the al:teI7,n'ate:'>:a'PP'eaT'route permitted

by our statutes '(35: USC 145) and appealed' the re jec t Lon vtoithe

U.S. District Court 'for :the Distr.ict of 'Columbia; Thefac::tsin

Allen' sappealwere of co ur s e the same as those dec.idedby the

CCPA ag ains t Bla isd erl. However ,thE(D'lstr.ict'Cour t;" c'ame to the

exact.

Patent' O'ffic::e appealed t hi.s decision to the .. CourtCofAppeals

which, wh.ileh6ting'the opposite concLus ion reached by 'the :CCPA,

-9-
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There is, -a-sidenote ;tothe saga of Al.l~n -and

Blaisdell.. As: aLr e ady mentioned, an appLd.can.t. d i ss a t Ls f i.ed !-"lith

an adverse decision of the Patent Office could at'. hiselection

appeal,.to either theCCPA or, the Distric.t.Court.,

-In-the mc s t.c-apec ifi.c in:stance,::qf f or.um-cs ho ppLnq , an

appLi.c a n.t; having B: simi Lar legal issue ,:( if indeed it could ar i s e)

wou Ld naturally nokgoto the CCPA ask ing t.hern to, rever s.e the i r .

ear lier.holding in the Blaisdell case. He would. simply go to the

D~9tric t._,:Court,:Vlhere its :1I,boss,"" the Court p;f-l\Ppeals:: had aLread y

Paten.t pffice which has never been fully resolved. Nor mal.Ly.,

theya!'ebound to follqw .the.rulings of theCCPA e . ' Bo t h decisions

-10-
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r e ma i n unchanqed, It'1ou1q seem pqinJ:~~§,~·to:d',ad,l1~t7e",to.the

dec ision of the CCPA when you know yery well th\"appl,iCf'lnt will,

simply appe a.Lj.t.o the Dis.tr ict Cour- tiwhere he will .pre va i.Ll •

A seniormember of, the Patent Office Board Of Appeals

r e ce n t Ly e xpre s s ed to, me his: view that the-.;£?atent Offiqe-should,

ap~t,hE7, b e Li.eve s W9~)d" fgl,J.()\o/-"sllch, an adver se, ru:ltI).g py t:he'_~circ;uit

cou,t as an"e~ception to the q e ner a L policyoffol1qwing .theCCPA.

Of. ~gurse" the ma tt.er is now moot.

It should be easy to understand this horr Lfy i.nq.t t.a Le of

j ud Lc i.a Lv c on t radi c t.ion cannot. bev r e pe at.ed und ervt.heiu n i f Led appeals

procedure now in force, All, lqwer . courts wUl now follow the older

CCPA ruli,ngs aLonq with the newer dec isions of the CAFe.

v. A,' SPECULA:rION .

The f oreq oLnq disc ussionof c hanqes and the -bene tI t s :

derived therefrom are well,documen:ted and supported:-by the

legislat,ive hearings and the f Loorvd ebat.es be f ore both branches, of

Congress. ·[Qthel::' administrative be.ne f Lte not .qermane to this paper

were, also mentioned] ..

There is. another chariqe (if you want to call it that) I

believe Wi;t-l happen and I want to s.hare th_is wi.tb yo u,

Under the U. S. appellate -,r;eview,prQcedure,,:reversq.ls are

made only when the appeals court finds "reversible err or ", .How:

d~eply tne appealSc courts oig into the facts to searcnfor revers

ible: error i-only" t.hey can answ,?I;.~ Par t Ic.u Lar Ly in·,patent rnat ters

in ""hich the Appea 1 J udq \,S have nogrea tfami Liar.i, ty, the tendency

-11-
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1 '. This view is consistent' with the cur-rerit; di'ffe'rei1'C'e

ot op i n i ontbotwccn some of the c i.rcu i fis and the old: CCPA; on the

~.r_e-:levaricy'--of second ar yccon s i.de'r a t Lons such :,'as co mrner-c i'alsucc-ess-j
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Loriq f~l.~.. ,: need ,failur;e:()f .ot.hers I et;c .,_:,,~I1-;9~:t::~rJ11:tning whether

the claimed sub j ec.t matterj wou Id pe~,obv.iou::;:...': : .,.' < .. j .", ':.,.' ,.. : _'. ',,' ,,: " :" ;::- '",' ,J '"i._. _ _', .' :.. .,' ," ,,_ ,." : .' .• .'

The circuits tend to view ~~sond§ir:Y cons.Lder a t Lon s i.assa

B. I have also expressed the feeling .tnac.. t!)~,(i:hFC may.

"fall back" t.es t " to.be reached ()n±y::ini':,G,19se"ca§es:::,Wh~p.9P~J()U::5,--"

ness- canno e be decLded t,t"Orn ;the:,-,pr~m~~y S~ it,~Ei~,:()f ,ex§.ffi.inj'ng

differ~T1c~s from,th~.pripr .ayt,ard ,J,evel,pf, ordj.nary, ,skill in the

iqyolved.art., The CGPA,~xhil;>i,ts_,a,~enqency tq:emphcu:i,iZE! and

examine secondary c ons id e r a t.Lons rput.iI1e~y,:J1ot;,jus:_tin·-close

cases. [~9t:e a,lsq,Shief_J,:upg~ ~ark,e:Y;,':? ccmmen t, infra,' on full

cons ider a t ion of" .aLl. r e Lev ant; :<E:? Ld.eno e .,],

2. rr'h~r.e, i,s" con f Lic.t; Ln the.ci~cuii:s~as ~o':-whe_tl'~~r:

obv iousne ss i s. ,a,',CIues.t,ion ,of,laV/,or,J ac::t., F Lnd i nq s .o f \,t::9-C t>: are

not u,sy a f.,l Y" r~y,~eY.7~9",,;oq;,::_~Pf?ea, ~t Vi:,I1E7reas :,:'c:9:I)C;:, Lus ;<?n?;,':,9~c);~,\i ar.e .'''

The CCpA"has,-:helq",Qpviousness, "to b~a legaI:'conc~\usJon. ~ccqr."..,,·

If-

-13-'

d i nq Ly , ,theCl",FC ,will very d.e.fi.n it.e.Ly explore t!)oroughly whet!)er

the issue of obviousnes~was<,pr()_per)y.d.eo.i.d ed. by the"lower".,cour:,!:;...

t€!nO,Jo. be, .more .Liber.aL in t,Q,e~r inter,pr;eta1::~9rl'of- t.hevs t and ard s

for p,atentabil,ity. I offer "the,.foHow,ing,as,il1us,tr,ations.

·1. some c.ir cui, i:,~" ~:~q~:-i~~ sy.o.e:rg,yr;~,s ~,:qoJ}d'-i::i:-iqn;: f.,or;,

paten,tabili,~y ,ofco.I!ll:Jination;;,Q,E.pld, elements" W!)ile ,th,isis,sue

does not ,appear~o have b~en~){presslya8dr~,ssed"tpd"te by the
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2. The doct.rLne that une xpec t.ed results' can be basis

for patenting compounds: 'thiit:':' are structurally obvious from- the

prior art has been questioned by at least'ohe Distric:t Court.

TheCCPA', bnthe>other hand; has' held that a previously

urrsyn t.he si zed compound havinq: a f'orrnu La which 'col.ildbe coris ide: red

to be structurally obvi6u~'-from;a-prior 'arf'compou'oo may 'be

pe t.e n tabLe upona'showin'g of,c'-beneflclal prcper t i e s that-would be

unexpected f r orn: t.hevpr Lor' compound,

3. In the u.s . there is apresumpt:ionof vaLid i t yrof a

patent. Most circuits have held that the Lnt.roduct i cn of even

one pieCe'of',-'prf6r art at trial which is mor e 'r-e-i~vant to the

paten-ted invention than the 'art- cited by the Examiner destroy's

the 'presumption of validity. The CCPA,howevef',has<held that

the presumption' of 'vaLid ity c on t Lnuesvu n t i.L' Lnv a Ljdi ty is

e s'tablLs hed i: "no t.w i t h s t and.Lnq pre s en t atiorr of prior art 'roor e

per-tLrie rit; ,'than-that ci t.ed vby the'Examiner 4
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The foregoing selected iLlus t r a t i.ons 'have been excerp

ted from "'paper presented by Laurence H.Pretty, Eaq . at the

1982'CCPAJudicial Con f'e re nce inWashinCjton, D.C. and I grate

fully acknowledge Mr • Pretty's research in prepar Lnqvth i s paper.

Foi those 'who' -maybe Lntere st.ed in-a further study into

issues presently unsettled in the c'frctiits',:ri:ls: paper is annexed

in its entirety in the Appendix with his permission.
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env Lronmeri tc "

There is, in all 'such r e str uc tu r ing, an"

-15-
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i.mpe ra t i ve-';nee~..t6" think ane w';to':,avo id: TnsTs te nee

on the comfor t of a past procedure on the sale

9'round that' 'we -always did -it':that way-' ,to

'con t i.nue ' only 't.h()se-:past::pr:ac:t1ces~-able,'ln:' the"ii-'"''

intr i n s ic mer it to pasa-rnus t.er" 'l.'rl' ,-t.he hew" mi.lLe u,

and to de vis e new ,l.nnovative'·procedl.lre's for

acco mp'Lish'Lnq 'the Court's mission .in ·'the new

POSTSCRIPT

No paperorIwhat litigant:.s2an expect f!:omthenewCAFC

would be complete without:. sharing some of the ',iews of Chi.do

JUdg e Markey.

On Innovation

In noting that the new,diurt,:w:i'l'f:necessarl1y:be

plowing ne.w'grdund in" the:' field'bfco"urtstr'uc't'uring, Judge

Markey has 'stated:'

On Panels of Judges

A unique feature of the'hew court 'Ls it-a."t, it may sit in

panels of more than three but Lesa 'than Lnibaric., JUdge"Mark~y

believes that panels of 7 and 9 judges, while authorized, are

likely to be rare. While five jUdge panels would t.e nd to reduce
C c,c

productivity be Iow that obtainable with three judges (the minimum

numb er) , he"bei'leves'::th'at: five:::judge panels may be"ak:s'irable

during at least the early years to achieve two major Cgoals:



(1) decisions in sensitivep?s.es.,p€:o/ to the court may be better

.r.ec.e i ved .and ;P':9te .F,~~9-_i~y,"~S':c~1?~e9.: by:. lAtig ap}:s',,~.l1d the bar if

made by.five jl,ldges; and (2}judgess.i.tting In five j udq e.i.parieLs

will gain exper ience sooner with each other and with, .legfi~:< ar"e,Cl?':

relatively new to some of them.

On Thoroughness of.Jud ic;iaL;Review,

III w9111d" .hope ,,;al~o;to see, tJl€_' d,ay :·Wne:,D-, all

relevant evidence is always fully con~id~r~~

be f or e. a final .<;:,Qn<?lusi.on:::i;srea~~,ed.onvany vi.s s u e I

i:~p;t,ud '~n9".' J~.~~ oJ"OJ;WJOll ~ne_:s.$/D.9J10bvi.ou sness, "

On Perception QL RoLe.

Judge Mackey has correctly noted that the most

. Eu nd amen taL. change[ip the.appel1ateres~cu<:;tudng]lies in the

area of !3)JP ,s;taIl:t:i ve. ju:r:isq,Js:tion::~

"Th~~xpec::,tatt5)n.."i?:: ;th.:it a ~p,iforrn-ity and

r~e:lia?tlitY~l):, "t:l:e,;.: ipter,p,re t.ati.onvarxl application

of the involved statutes will r e s u Lt , tis

certain that forum shopping among appel'!;Ci,te.-.

c i r cuits in pat.e n t; cases will cease-. II

On ,The ,Use o,f"Slogi::U').s a.s, Dec,isiopal Rubr Lc s.

"IwQuldsuPP?Sea.fld trl,lsttha~the.(;AFC .will.

theoI?p?rt,upit:f,.?f avoid Lnq t.he use. of.

SP,?9 e st; that trial cour ts esc he~tht=, pr ac.tice., I

hope,, to, see_.t;.he end ..ofpllch", pqrasiI1.g s . ;a,~ a,

-16-
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co mb Lna t i on of old elements is unpatentable I used

'as ':,s~'t'a.:te:,rrieri ts" ':0 f': :<the '-l"avi,'i'ri;';fig11 t ::':0'£ <3.: nib'r:e

w idespre-ad'rec'6g"ri;reron: Lth'hit.:"everi' 'irivent.Ton

is:a 6brnhiha tTOn:':b-f' :'61d:~ -'e'l'e:'men'ts II:

appeal has been taken. [Ed. note: This high

percentage includes cases brought against the

Government in the former Court of Claims and which

will now be heard by the CAFe.} By 'conscience'

it is not meant, of course, that the court will

decide automatically against the Government, or

even that it will or should lean in that direc

tion. On the contrary, it is as much a matter for

the governmental conscience to know what it can

and must do in meeting its duty to govern as it is

to know what it cannot in justice do. II

Re ferr ing to the need to enable the government to

con t r o L the governed and the necessity of obliging the government

to control itself, JUdge Markey noted:

-17-
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liThe: Courtq:f APPe:a19,fcr",the Feder~l Circll;it

will-serve.a major FC?le:in,:rnee,.~.ingtho,se

difficulties if it. a Iways remembers the, words of

Abraham Lincoln carved in stone on the wall of the

Cour t..' s Lobby: llIt,isas,mu.~hthe.dutyof"t:he

g,ov~r;nmen~ .tc? rend,e~,prompt jus~i.~e: -?:9 ainst

~tself, in favor"o,f c i t.Lz en.s., . as .Lt, is -to

administer the -same b e.t.we e n pr,iva:te Lnd Lv Id uaIs, I II

-18-
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MARKEY, HOWARD THOMAS

Judge Markey was appointed Chief Judge of the United States Court of
Customs and Patent Appeals on June 22. 1972 and entered on duty June
26, 1972, He attended Loyola University. receiving a J.D. degree. cum
laude, in 1949, and John Marshall Law School. receiving a Masters
Degree in patent law in 1950. During Worid War II he served in the
Army Air Corps. 1941-1946, as Engineering Officer and Test Pilot of jet
aircraft. attaining the rank 'of Major. He was 'recalled to active service
during the Korean War and served as Deputy Commander of the 315th
Air Division. He is a retired Major General of the Air Force Reserve.

Judge Markey has been a member of the Judicial Conference of the
United States since 1972: Coordinator of the Committee on Bicentennial
of the Constitution since 1975; a member of the Committee on Court
Administration and Chairman of the Advisory Committee on Codes of
Conduct since 1979. He also serves as Chairman of the Science Liaison
Task Force of the Federal Judicial Center; on the Board of Certifica
tion for Circuit Executives and the Supreme Court Historical Society.
He was fcrmerly a member of the Subcommittee on Judicial Improve
ments. 1975-1979.

Judge Markey is married to the former Elizabeth Catherine Pelletier
and has three children: Jeffrey Howard. Christopher Gerard. and Mary

. Frances. He is a member of the American Bar Association, the Arneri
can Judicature Society. the World Conference of Judges. the Federal Bar
Association, and a 'Fellow of the American Bar Foundation.
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. PREbIC·TINGCAFCHOLDINGS;
IN VIEM OPCCPA PRECE08NTS,

ON. rSSUESPRESENTLY';UNSETTLEOcINTHE CIRCUITS··

I. METHODOLOGY.

(i) ITC 2?~",al holdings of CCP/\

(ii) OpinIons of CCPA judges sitting with Circuit
oour ts

II. PATENTABILITY ISSU8S

CIRCUTTS.:;· The .sa:1EL; or o:~r-~;'l:'ip~·:f'?7::'--:'~:.:l~e:,:Of:--~_la'tec:pa,t."ented
iteri'pLic.es:-'it'on ',s';::tle:: for: l02:{b),:'unLess', there --i.s:;an-;:~;:pces.s

o rrcI e~a:rl~y'; :':imp2:'{:e.d:f~;-cGndit:ion:Qf: exer imentation .-,.;": .Robhi:n's Co ...
-v. La:...... rence ;i·1fg'.::Co .',:-482:: F:~2d4-2 6;'>(,9;th,~C:i 17,.::19·7 3):":.' 'This
V1eW ~as crlticlzed as nexcessively rigid l' by the Fifth
Circuit in In reo Yarn':-Proc'ess:inq-Pat:ent VaTid-i:ty-LLt-.ioa':tion,
498 F.2d 271, 287 {5th Cir.:--19:7:·n:'tlhere. t.he::cout',t':::held that
an i:lventor shoLilC"'be-rree to inEi6au'ce"'~6v1den'ce-'61 a bona
fide 'e;{Decime,n::-al in.tent even-"if- t'h:a-t-' Ls .r:..ot-,indi:c'.a!:'=d
wi thin a:,co.-D.·tract_':,of, s:ale<-or- '.oiiet" ing.

CC2A:Apolicat.iQno£ Dvbe.L, 52.4 E',2d 1393 (CCPA 2975)';
/\policatiqn -:cOf -Theis-~- 610 F~'2'd- 7-nj)"~'--.

}OZ-USPQ 186 CC2A 1979).
Bo t h follow ::,tbe str i'c t er -'J]gbb'in'::J" ,.-'appr-,o.r:clT~'"

Utecht,
r

the. f i rrn, also assisted in the pr e pa r a t Lon of this -'r;,)pe;-~

@Laurencc H. Pret.ty 1982
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CIRCuITS: The Fifth, Sixth and Eighth Circuits require
synergy as a condition for patentability of combinations of
old elements, Reed''T601-Co-.-v. ,Drt?sser·lndtis tries 81 i p

Opinion No. 80 2170 (5tn C1r. 1982); Vulcan Inc. v. F;rdees
cor o , , 658 F.2d 1106, 21luSPQ 852 (6thCir. 1981); Reineke
~ Co. v. Sidney Mfg;>.Corp., 594 F.2d 644, 201 USPQ 344
(ilth c i r; 1979); Syne"gy requirement. rejected in Second,
Third and Seventh Circuits, ChamD~on ~1~9 Co. v. Gyroffiat
Corp., 603 F.2d 161, 202 uSPQ 785' (2na Cir. 1979); Renqa Co.
Ltd. v. Malins ~achine Co., 657 F.2d 535 (3rd Cir. 1981);
-Re-;:lublic Industries, Inc. v_~'-Schlaqe:Lock_Co., 592 F.2d 963
(7th C.' i:, 19'79). '

CCPlI.: The CCPA's decisi_'onsqE:-_t~'t·!'tfininGpa t en t; validity, f o r
example, in ITC proceedings, h~ve 'been-Sil~~t ?n syn€r~y.
This issue does not .. a.ppearto have been: (.?xFt.~,es·slY2.ddr'e:s'.s'2d

yet by CCPh. However, note the fo Ll ov i nc ,c?cisions by
J udc e s from :the,prese,n t CCPA, and th0. CO'Jrtof-C:lai:r:s'~;

Judge Miller of theCCPA r ;YLi"tingfor:',:the:~e''n'th

Circuit in Plastlc Container Corp. v. Continental
plas,ti,cs Oi' Oklahoma,,' I'nc..:'/6DTF. 2d 8 85', ;'90A~ 20-3
USPQ .27 (10th c i r , 1979) po i n t ed out thatsyn"rgy is
not a requirement for patentability.

Judge Nichols of' the Court of'Claims, writing for the
D'.C .. Ci'rcui t"in Robintech',: Inc:. V'~ Cb ern i du s ~'~a"~'in~!

Ltd., 628F.2d· 142,205uSPQ 873 (:J-'C. CTi: 1980)
held that the Court did not; need to decide. '"'h"t,,e,
synergy .was .a .requ i r ement; for, patentap~J..,i~y'.

B. Imp::-o,babilityoJ'PindingTnlJe:,:1tior. in
Combination of: 'Old Elemen't's'-"-"----

CIRCUITS: Circui~s have' con.t i nuedvto r e po at; th e r uc.ri c of
t h e improbability of finding :inventionin a,cortlbin'a-tio:1 of
old elements, eve~ in cases where the synergy test ~as

d i r appr oved, Re ou'b Li.c -I-ndusfries, rnc ,', SUD1:-'::'jSarki:s,i2h v:
~'iin:1::"Proof coro , , 662F.2d ~:Jb{~tnclr:. T9Bf"Y. .rr:r-r:--;r-r-----

CC1?A: The CCP.l';. 'has avo i.dcd ,:makingthiE ob s e rv at i on in i:s
op i n i c n s , Its ITC opi n Lons , f c r e xar.ip l e , foc~.:[~ st:,:i,.:t.:.j· on
the analysis of Graham v. D~ere, 383 u~s. 1 (1966), l'iS US?Q
459, as the only correct approach to dcte~minins obvicu~ncss.

C.

eIRC ITS~ The Ci~cuits exhibit ~ tendency to vieQ second~=y,.

co~s ce~atio~s ~s a fall ~~C~ t0S~ o~ly r.e~0s3ar'l to bc
~eac ed in close cases when obviousness cannot be decided

-2-
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II. 3. UNEXPECTED RESULTS. IN CHEHICAL INVENT,IONS

CIRCUiTS: The doctrine of unexpectedresultG.as ,a.b.asisfor
patenting cOl~vunds. that are stru;:tc:ral1y obv i ou s from the.
prior art has:l::f2~n:.quest i oried by ,a.t Le ast; one D.Lstr Let
Court. C: f. t>!onsanto CO. 'J • •Rohm&Haas Co., 312 F.• supp,
778, ' 64 USPQ 556 (E.D. Pa. 1971). .

629
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REFOR~~TION OF I~VENTORSEIP

L~.TE CLAI!-lI~G

II.5

II. t,

CCPA: TheCCPhrejectst:he Kahn rationale and construe s
1'1uncie Gear aslimit.ed to, ane\V,mat:t.~'r::,rej~ct5.on·,,',i..:e.',to
the s i t ua t i on ,where.·c:laim~d, s ub j e c t. mnt.t:er. Ln t r oduced .. after
2. st.,C1 t'u t op y b a r r, i;:; no.tdis<::lose~m inphe Qr'ig,~n:i3.1,a,fH?'lic~ti,on:.
Westphal v. Fawzi, 666 F.-2d 575, .212USPQ )21 (CCPA 1981).."

f r om. the p;"imary.c:rit,e:ri~9f,G,r,ahnm; Y,.' :Dee're a.Lorie., C.,f.
Republic Indu,s.tr-ies ""Tnc:.·" sup.t'·a .. ~

CCPA: . The 'CCPA' ~xh'ibhsa•• ' tendency to emphasize and examine
secondary con~ide~~tion routin~lYt riot just in close cases.
Stevenson v. U. S. Int,ern., TradeComonF·6].2 F,,2(j 546, 553,
204 USPQ 276 (CCPA 1979)·;Astra~Sj(jcb;A;B·.'F; U.S:
Intn°l. Trade Com i n , 629 F.2d 682, 207 USPQ 1.(CCPA 1980.,

CCPA: A p rev.iousl y ,,~nsynthe:s,izedc:9mpound having': (1". f'ortnu l a.
whichwo ll1(j be. structurally obvious from a pr io r art compound
may 'be pa:tentv.bl~>uporl:_,a :.?i1.owing.:of:b.en:efici:a,L,pr:op.erties
that wou Ldi be. unex pected.. from t he priO,:r .ccmpound., Appli,catior."
of P'a pe s ch., 315 .F.2d 381,137 USPQ 42 (CCPA 1963)'.

CIHCQI'l',S,:, '.'. Th,er'ehas beenicon.f us i.on conc.erninq thc'i:npl,:i-ca·t'ions
of,tne. late c'La i n i nq doctri-neof 'Mu-nc.ie',Gc·ar::, Works v.:: Outboa't".d·

.Marine ,315, U.S,. 759(1;942.) ",,53.. US?Q 1" since the .pa s.saq e of
tne riew matter se c t i on of the statute , .35U,S,C. 1;32, in
1952. The Second Circuit has taken an ex t r eme vie", cha t
claims not presented by amendment until more than one year
after a pub Li c use or sale of thecl.aime:d invention, even
though supported by the originally filed disclosure, are
barred for late claiming. Kahn 'I. Dyna:nics Corp. of· America,
508 F.2d 939 (2nd Cir. 1975). ...
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II.7 FRAUD-, ON THE'- PATENT:.OP'PICE

PRIOR: ART NOT PUBLIC AT TIME· OF ApPLICATION.II. 6

35 U.S.C. 102('1) + 103

-~-

CCPA: Reformation of. -i)j'r.~nt:qrs~:~ip,froinO'~e -sore~'iilye:ntoi.·

a different sole inventor approved'; l1arkey, .. CJ·'o·f .CCPA;
writing for the D. C. Circuit, in A. F. Stoddard Co. Ltd. v.
Dann; 564 F.2d 556, 195' USPQc9T (0; C. c i r , 1977).

The pri,?r work of another who ha.s. ,not. abandoned,
:suppressed orcorc'ealed, and wh i.ch was not pub I icly known at.
thetim~ theappli~ation was filed or. known to the. aprolicant,
is not ava il,ab Le as prior art under 3~ U,S.C. 102(g) .
for purpose of determining· obviousness und",r 35 U.S.CI03.
In re Clcemens; 672 F.2d 1029,<206 USFQ 2S9 .(CCPA19S0j.

CIRCUITS: Different tests for .materia.lit:f are beingapp1ieq.
One is ,the" ,f7''Ohj e_ct_i_y~.'b_ut':,fof'-, te~:t-, n I, ~.'_,the ·APfl1ican.t'.' s ..
mi srepr,e.,se:nt? t,ion'.?L '0r.i_i~:s_ion_·:',wa,::i-' 'so' "lTl.-~-te:rLaL__ t~a t, the,_~
pa_te2i~ w~ul'd:,'n~-t,_-,hav~-',Ls,sued:<'un,der- ,an:'-,Qb~ 'e,c t i'le' _st2.nd:~i:-c1:i
SwiftChe~ical Co. v. ?samex Fertilizers, Inc., 490 F• .su~p.
13~3, 197 .USPQIO (£.D. Ca. 1977). Another test is, the .,
"subj ectiv e ..but for" test, n _i.~._ ,t:!l~: ~ppl_:~can,t,~_~:In~.::;.r~pre
sentation or omission was suc_h~·,th~i:t-:__ -i-_f_'-c.J.u3,ed-:i:he_-,-Exa!Tl_iner
to allow the application for patent when he would .not
ot~'Orwi7'e. ha'le.doner~,?~ Plastic ContaT:,er.CorE~v.
Cb i1 tine n t <[[:cpl ",;nC's'; s-u'p'ra[ or ln~ 0 nwr ltt,enbyJudgii'i11.1Te2:'"
of the CCPA).C.t • Carter-,-\qallaco, Inc. v; Davis~Zdw'ads

Ph3r:Tlacal Cor;;: .,443 F.2d867 (2nd ...ci r ... 19 n I.

2S

CCPA-:: The'- pr Lor work ofa:no,:t_her __ w~o, ha~-_':not-'_,a,b9'nd.on,~d,
s upp.ressed ozv conc'eaj ed, and'-t;,'hi'c,h- was' not. -'p'ublicly '1<n'd,';';';'h at:
the· tirnethe>appliCation. was filed but wa7' known to the
app1ical1t,As available .as prior· ~rt/aga.i.nstttre. applicant
for a combined 102 (g):+ 103 rejection. ~pIication of' Bass,
474 F.2d 1276 (CCPA 19S01.

CIRCUITS: Ther:~' ~§_--:4-':~hQrt-2.gji:{df case::3in<.the':.:Cfrci.1'ft;s as
to the availability of non public ~or}: of. another,who has
not- -abandon-ed-,suppressedor',<:'on,~_eal_ed-'_~'is" wo~J<' 'a's' pr i o r
art under 35 U.S.CO 102(g) ,fo.!:' purposes of deterrnininq

obviousness: unC:"r 35 U.S.C. 103. C.f.· Sutter Products
Co. v.PettibOne Mullil<;enCorp.,42S F.2d6.39 (7thC.ir'.
1970) •
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PRESUHPTION OF VALIDITYII.S

CCPA: The- CCPA applies, the "subjective ~but for'" test,
Norton' v'.- Curtiss, 433 F.2d 779 (CCPA 1979).

A. ,EfJeCJ:C>,rArlO 110reRelevanIO Than
'That Ched 'by thep"tent Ei<amTne,r

CIRCUITS: Most Circuits have held that the introduction of
even one piece dfpribrartattrial whi,~his more rele;lant ,
to th~ 'pa te,!} ted,_:-*,nY:l?Qt,,~_q~lf:::',ttran,: t'he: ::art.ci.tl?,d,.. bythe, ',E,~aminer'
destroys the presumption of validilOy. E.g. Globe Linings,
Inc. v.CilOy of Corvallis, 555 F.-2d' 727, f94-USl'QA15(9th'
Cir., 19,77}.'-

CCPA: -Presumption of val idi ty con tinues uri'~::r:]:::'·,:'inV._~1:i4Jj:y-1:s

established notwithstanding presentation of prior art more
pertinent than that cited by the EX2.lrn*-h~:;.-,:.'''-_SQfde:r:·Re::mo.V"ql':.
Co. v. U. S. Intn'l. Trade Com'n, 582 F.2d 628 199 USPQ
129 (CCPA1978).

B.weight to -,EleGiven" to ConfirmalOionofPa lOerRcby
'Re'exami:na-t'ion .:in:'Subsequen:t: 'Dis't'·rt6t ,Cou:rt,-; [;1 t-Trj,a f:16h

CIRCUITS: To da t e , there are no tlecisIonsIl1voJ.V ingany
reexamined paten t , H()'""ever, dicta concerning .the .valu~, _of
the r'ei.ssue>':pro:t'~'st:·p,roced'ure'i.·under· ',"t,~-e 'fo~,e-t;,:pr,'act:i)c~,
suggests'th.<I'f trial >courlOsar.e'1 ike'1yAoo' be·inconsistent-in
the weight they attach to th-e' ,'outcohe of PT,O:,'revie'w.",o':Contra's,t:
pic Inc. v. Prescon Core., 205USPQ228, 240 (D.Del. 1980) .
(a PTO p r c c e eo i.nq ,',S'tl's.,t,'aln,i:ng:.v:a.1-,id,:ity Over prior art enhances
presumption of validity] wilOh Johnson & Johnson v. Wallace
A. Erickson & Co., 627 F.2d 57, 62}'296 -USpQ8LJ(7lOiLClr.
1980) [to say reissue. proces~ wou Ld s t r onq t hen presumption
of val idi lOy is '100 say nothing J. ' .

CCPA: 11o precedent-yet

II.9 OBVIOUSNESS AS A FACT OR LAW OUESTION

. There Ls a need f01::':,COOSfsJ"f;,hcYQ"o",th,i,$" .i.~$ue ,hecause;""
of its::'_eff.ect".on·j,ury I~.tigatj.OQ:'p._nd on standard cf '~pp~lli1te

r ev i ew;

r
'.91 F.2d 294 (10th Cir. 1974) (reversed
of jUdgment n.o.v. after jury had sustained patent finding
it wasnotobvioL:s on special Ln t err oq a t o r y l •. OtherCi,G\lits,
for example, the Ninth Ci'!:cui~, hold IOhalO obviousness' is a'
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que s t i oniof .• law, Car,sonManufacturin v .• ,;Carsonite
International Corp."Toc_'. *,:,:,6 -F. 6>:Jt ca.e., J.~tJl)

[reversed jury verdict for patentee which had fouridp";t,,rit
was not obvious].

CCPA, Obviousness is a legal conclusion, Stevenson v ,
Intn'1. Trade Com'n, .612 .E'.2d ~46,204USPQ276 (CCPA
1980).

Ina jury context, see opinion ·of, Markey, CJ CCPA,
writing for .the Sixth Circuit in Nickola v.· Peterson,
580 F.2d 898,1:)8 PSPQ 385 .(6th c ir , 1978) [affirmed trial'
court 'sentrybf j udgent n ,o So aftl'r ju.ry had sustilinl'd
patent finding it was not obvious on special interrgatory].

II.IO DESIGN PATE.NT

Level of Skill for Designs

CIRCUITS: The Third, Tenth and D. C. Circuits s,etthe level
of skill in the art, for the purpose of determining obviousness
of a design, as that of the "ordinary designer." Ninth
Ci rcui thasusedlower test of "ordinary observer,," Schwinn
BicYcle Co. v. Giodv"a!: Tire and RubherC6.,444 F.26 295,
168 USPQ258 (9th Clr.lnO) •.. , . . •.

CCP.;: . The CCPA recently abandoned .thl' "ordinary observer"
test; in ,;f,avqr:of -the~llordi_narydesigner:",testin In;re
Nalbandian, 211 PSPQ 782 (CCPA 1981).

III. INFRINGEMENT ISSUES

III.l DOCTRINE OF EQUIVALENTS

CIRCUITS: No particular inconsistency exists among the
Circuits. However, this'subject is raised for anyone who
may not be familiar with the CCPA's ITC cases involving
Doctrine of Equivalent's analyses.

CCPA: Conventionaldoctrihe of equivalents application i~

Sealed Air CorD. v.U.,-S.Intn'l. Trade Com:n, 645 F.2d-976,
209USPQ 469 (CCP!\ 1981); Hale Fire. Pumo- Co. v. To%ai Ltd.,
614 F.2d 1278, 205 USPQ 123 (CCPA 1980). C.f. also Markey,
CJ CCPA, writing for the Seventh Circuit in Panther P~~

,,~~~~4,.,~~~~~~~~~~:':566.. F. 2d 8, 196 U5PQ 81

*8 i nce vacated:andnow:',set:, for'recoI:1side r a t ion befo-rethe
Ninth Circuit for an en banc hearing on June 14, 1982.

~6-
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IV. SOME CLEAN SLATS ISSUES

III.2 FILE WRAPPER ESTOPPEL

-Laches/Estoppel Issues

-computation of D~mages Issues

-Beyond Question Test

....P-r'el·iminary . Inj unc.t i.on. Issues.

-DJ RoyalLy/Termination Issu"s

~Dis'ciimination Between Licensees

-Paten,t l1isuiie

CIRCUITS: A d i Ef e re nce exists ,pet",eef) ,the; Circuits regarding
whether file wrapper estoppel"Pl?lie,~ only to arn",ndments to
the claims or whether it"alsoapplies to an' attorney's
argument without ameridment, --The-"f6inl'er'--ijiew'Ts

u

"f 6 und , for
example, in Williams Bit & Tool Co. v. Christensen Diamond
Products ce , • 399 F.2d 628 (5th eir. 1968) [cl,Ung s uppo r t i nq
authority from the Second and Fourth Circuitsl. The latter
v i e w is found,.fQrexaml?le, in Welch v. General Motors
~., 330 F. supp, 80 (E.D. v«. 1970).

CCPA: File, wr~pper,estQPpel is not confined to claim
amendments. It applies to statements made during prosecution
to secure allOwance·eventhough not directed to references
cited by the Examiner. Caleca Industries, Inc. v. U. s~

Intern. Trade Com'n, 573 F.2d 1247, 197 USPQ 472 (CCPA
1978) •



Assertion of New Evidences

"Ln. '::~the-' Actlon::,' fdf":'Revo'king pa.:ben't--

_'iri'~iai:'id~ti:6n ~~ ia£ ""DecL~:i'9~

Je,paneseGroup; Committee' No, 4

Speaker: Ma"a',OSllIJvIOKPSHI;

Mitsuomi WAY~BARA;

HiJ.:'oat~li :KM-J'~b;

Birohito KOIDE

Abstract
Opinions on the':"8T:i'ow8bie'-':~c'()pe.,,'o,f::~~~:mina:tion and judg

ment of grounds andy'o r facts for pet errt in"y~l;.tda,tio.n__Ln. an
8ction before the Tokyo High Court for revQcetionofthe
triel decision ren?e,!"~d, in, a .IJ,~',t~n.t il1v~li~8:t~,oH .t.r-Ls I before
the trial eX2miner':'c.f,the "Petent Of'f'Lc eimay v8.ry,~ ·-ct-epending
on the interpretation of the reJ.-at~oll?e~w~e.n.thejl.ldic,i81

and the executive power-s 1LY:dle J;"' t h e current-Consiti'tutian of
J8.peD, from the pcsrt t i on g;.i7iJ1.f, the,~g~t.~?'t~1!:.siV'~."E3~,O'pe to
the position giving the nar-rov/est: possible sc6:p'e~ Tn ·this
presentation, Ell the relev;;.nt;:-.-ctpr~~e~ou:rt,:pecis:~ons vdl1
be reviev:eo. and some inferences' :dre.,wn' fr'Oln"their- interpreta
tion will be given~ E;,ome citicisms v1il~ 13.180 be give,:n,e,
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patent invalidity, in the courtof

~ae period unless the parties are dissatis-

er the C·Tt..'-I'':~ h2:::: decided the case. The Tokyo Highonly
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statutory grounds for invalidation. related to novelty, inven-

't Lven e s c , etc. exist '(Art. 123). An a c t i on with rege.rd to

only againEt a trial decision (Art. 178(6)) and such an action

\'..:,

f i e d "':i th' it. If :'~H~;Y are, the trial decision becomes final

upon e:z~)ir2tion

C8V~Ot be instituted after a prescribed period of time has

the ma t t ar-e on ';:~ich a trial ::nay be demanded may be instituted

Japanese Patent Law stipulates, as follows:

judgment as to the validity or invalidity of the patent.

i.e., the defence

finds grounds for invalidating the subject patent, the defen

dant·mayfile the counterclaim for invalidating the patent,

A demand for e patent invalidation trial may be filed

with the P~terlt Office in respect of a patent for which some

where the infringement case is pending, and the court ajudges

the validity of th.e Eeid patent. Under the I'e-eX8.illlU8 I Lon
.' . also.

system, th.e patent validity may~e judged at the PTa.

~hereas in Japan, the patent validity is judged only by

the executive organ (Patent Office). Although the judgement

of the Ps t errt Office (the trial decision) may be reviewed by

acSuri .(judic'ial organ), the court merely supports or revokes

the jUdgment (trial decision); it dOes not pass any direct

the United States, the validity of a patent is judged

by the judicial orga.n civil court) and the executive organ

(PTa). For instance, ihere an alleged infringer defendant
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Court has the exclusive jurisdiction over the action brought

against a trie.l dec.ision (Art. 178(1», and an appeal may, in

turn, be lodged with the Supreme Court against a decision

rendered by the Tokyo High Court. Where the action is found

to be with grounds by the Tokyo High Court, the trial decision

in question must be revoked (Art. 181(1), and the Patent

Office (trial examiner) must carry out a further trial exami

nation and render a trial decision in the event the court's

decision for revocation has become final and conclusive (Art.

181(2) ).

The problem arises over the scope of examination and

judgment in (i. e., the object of) an action against a trial

decision (i. e., an action for revQcetion of 2. trial decision)

before the Tokyo High Court. An illustrative example is that

a party demanding a patent invalidation trial asserted the

invention lacked inventiveness and therefore had to be inval

idated, citing a prior reference (A), at the Patent Office

trial proceedings, and had their aesertion rejected by the

trial examiners. In other words, the demand for a patent

invalidation trial was dismissed 2t the Patent Cf£ice. Then,

this demand&rit brought an action to revoke the trial decision

dismissing the deme nd e.t the Tokyo High Court, and addi tion

elly submitted another stronger prior art reference (p). If

it is considered by the Tokyo High Court that the pe.tentabi-

by (A), then there 8rises the question of whether (a) the

p8.tent is invGlids·.ted by (n) arid therefore the trial decision

dismissing the demand for a patent invalidation trial should

be revoked or (b) since the trial en·miner did not consider
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thope.teritabili tyofthe invention in connection with Reder

ence (B), the Tokyo High Court canno t exsmine and judge the

petent8biTity of the invention on the basis of (B) in the

action for revoking the trial decision,and; on the other

hand, the trial examiner's judgment on Reference (A)submitted

'i.n the· trial was correct, . therefore the trial de ci.sLonvahouf.d

be endorsed. In other words, the question is whether the

ac LIon. I'or: I'8vokj,ng tihe trial decision (based on the foregoing)

should be dismissed Or not. LYJ more general terms, is the

Tokyo High Court permitted to examine and judge new facts

additionally submitted in the trial decision r-evocs.t t on pro-

ceedings concerning the grounds of invalidation of a patent

which had not been examined· or judged by the trial exa.miner

at the Patent Office? In other words, is it legal for the

Tokyo High Court to pass a judgment on the illegality of a

decision onthebasisaf suCli~inva.Hd8tiongroundsne;;:iy

submittecJ?

The reason why such a problem has arisen lies in the

change of the Constitution of Japan. We will discuss the

dets'ils concern'irig-the change and seVeraldoctarines.

2. Present COl:sti tutionand Dootorines related to the Problem

Under the old Constitution, thePstent Law at that time

stipulated t.na't the partjT'disse.tisfie'd' \'ii th the trfal'aecision ..

s.ppea L to

thet the dec:isioYl vi6TetEidthe 'lews2.nO'ordin2.nc8s. Inother

wor-dc , 'the former Supr'eme Court triede.s2court of j'ok:oku ap
i,.e. ,ecourt of :rle:tte:;:o-of-law instance, -.': I the

pe8.l/8;£,8iE;:.t t.ri a I decisions ,deeling v:i th'only Imatter of
+h CI

Law, 'rio-t /;n~t'-ter of fEct,2EcJ did not alloY.-E.llegEt:ion or
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Bubstr-ntietion of n ew .f'act s .T~his .viaE'· pe:r'rnissi:tJle under. the

old CO,nstitutioll.

The. new Consti tution (effective a.s of May 3, 1947) pro
shall

vides that administrativelHigations Ifall under the jurisdi-

ct.i.cn of .the, judicial power vect ed wholly in .a supreme Court

'and: ~.n.:;such"infe::r~oT':co:urtsas ar'e es:tabl,ished by,law, and

also thet allY organq;ragencyof the Executiye shall not be

gd.ven f'Lna.L _.judi cialpO\ver",in other woz-ds , such a:q organ
last resort i.e.~

csnnot conduct trials". 8,S, a, court of ,6che,final .inst2.nce.. See

Constitution Art.,76(1) and (2). The jjAdicial power such as

the :legel actions by ajudicie.l court includes the finding of

f'ac.t in, disp,ute, as, ;\'\'el1 3.8 t!le applying of 12.W, and

it f oLl owed .' f'r-om vt.hi.s .the.t it waavno t in line with the intent

of theCons:ti tutionthe.t such 2, judie;i.al court acts merely· as
. instance,

8, court .of metter~of~lew /holding th" finding of f'ac t

b;)r 8.lj,ex8.-cu,tiv8:()rcgaYl, 8-s:fin8.l,. Cons:8Qu,ently" thePat:ent Law

wae emended, 2.110 t.ho above type of litigation, i. 8., an
a type of administrative disposition,

8ction8g8inst,a ,tri.p,l decie.ion,/shall f8,],.1 under- the .8x-clu-

sive jurisdi<;.tiol1 oftheTol{yo"HighGo1J,rt~ FrmE the, intent"

should be interpreted a:s 8. court for the tri21 of f'ac t, i ~ e. ,
~ co"~t o~ fl'n~l'11~ of ~~c+ "nQ+~~ce~ c- v._'.i ~l). s- -.LoJ, 'J, .L_, L vr:·.:.~ ,

endi'rO?l; tJl'3 in:ter:pretc,ti.on.,~the,re 8Tises" ·~nturn,-' an:i~e2

£',t8,nti.etipn of__ pev:f8ctS. b.efor-e the court. On the o.ther hand ,

v;i th. E" trtF.l deci::i.on..Tenderedet the,P(,ltent:Office"there,

81GO E'ri~eG. 8 60JJ.bt .v.he theri rth i s ass er-t.t.onvof newfEct.t~ ,should·

be 811~T...e d. v;ithO~l.<t,}i!!lit8tipn, .i.ri o;therv:ords,8 'su2pfefon,
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cormnission 'isan

c Lose the." positiC1l',{3;)is to' e:tther, oft}19Dependi:::::c 011

denc e s , Thi::: c0l1cep1;.ofthes',).b8tar.:.~iEleviqencerule,v;'bE,

2.3 you .night kn.ov. ,i:':lp.orted: froY:!the·T]Li~edStat'es to "Japs,r~

-'e'so ex t re nes (1) 8.Dd., J.2), .the restriQ-tions become different.

I:19~t,(1e::~,:}J_2T;in t}18 United StE,tes:, v.'8,u--Y1dersiand, t~:e

ti8te q_:r,:::l1J~gfte_ "t.lIE:; :gr'_9und§-_'~}'l:q/.o_r: f8,c:ts:r:el,~~d· upon, by the

triFl de c Le i on ;

The doctorines OR the allowable scope .of,examin1J.tion and

judgment of grounds and/or facts forpetentinvalidatiohin

an a c t ion .before the Tokyo High Courtfor.revocation of the

tria-I ,decision .r-erider-ed Ln- a pat-en't Lnve.Ld dat Lon tria). yary

from (1 ) t.he position giving the most. extensive "cope, d, e.,
the stan d t1l8t no restrictionsareimpo"ed onranoact don

de;l1E.nding the, r-evccett on ofr a trJal,- decision: inc .neapect of its

scope ofex:8rrliuaj;-iQXl and' judgTll,ent:,:,-simi.lar to ordinary:admi~

nistrative .disposi t.ion to (2 ) the posi t.i.on.limiting the same

to the TIar:r·O\'.'8stpossible .:scope:, i.e'. '" the stand that lithe

so-celled substs.nti2.1 evidence rule" . shou'l d be applied ana.Lo-.

gousLy to an ac t i on for r-evoca t t on of a trial decision as in

en .ac t i on for r-evocat t on . of. a decision by the . Fair Trade

Com~ission urid er- the Anti~Monopoly L8.Y;. ThereisaTso (3) an

intermeqiete -13.9$i tioY!. be twe err the: .two extremes, i. e~', the

stand th8t,,:.2.1·t~1.o:ugh no appl,ice.tion:of the substantial e'vi

denee rule, should: be made, somespec,ificrestrictions should

be p12ced on tp.esco:pe;,of judgm,ent: 8Ildexaminat-ion in v i ew Of

the un i cuc eher$cter, of the trial's~"2t,e:::rr.'u--nder,-.thePa t en'trLaw ,
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t\,;O 2.:1'01"e18W8 are regulate'd thereunder~ The Anti:"'I'ilonopol:{

L",,': stipule.tes in l1espect of litigations under Art. 77(1)

th8t t!:lefact finding made by the Fair Trade Commission if

supported by substantial evidence shall govern the court,

prohibi ting as a pr-Lnc i.p.l e the presenting of new evidences to

the court (Art. 88(1)), while providing Tor exc ep t Lonewl.er-e

t:,e presentation may be made (Art. 81). It alsostipule.tes,

hovever , that the court is to judge whether the ev:j.dehce is

2.J.he-tsntiel.o:r·"',not (Art. 80(2) ). This' is the actual ets.tus

of the.:cuboto.ntial evi den c e r-ul.o in Japan. Under these o i r->

cunetanc cs., it is thought. -t:hat'th'eSllbstan:tial' evidence rule

in Je.pan'is not Lnvvi oLa't i.on of the' current Ja'panese:'Consti-

tutiori.

3. Precedents' ..'.•• Dec i eions va t the Tok;>ro- High Court and the

Supreme ,Court

The practical business' carried-o-u.t8.t the ::eokyo Eig21

Court concerning. t~1e 'scope of exam i na'ti on arid judgmEmt by the

court, to see whether the'dec,ision in a patent invalidation

tri,,-l is legal or not has followed the position (3) ,but

~-J_ite close -to the posi tion( 2). In other wor-ds, it may be

s e i d t:s.8t the Tokyo High Court has a.Lways kept t!le position

sLor;n.in the- decision (g)' described in Table 1.

The lJr~'ctic8_1'bu::.dn.eG-s at the Supreme Cou.rt alEo hss

:o~lo~ed the position

:!!osj_tion (1) till up to the 1960's. r:L'his pos i t Lon is one

7.:.Lst there-8re no specific limj.tson the scope of eXemirlf:tion

s!"~6. j-oJlge!ilen~..; of fE-ctE; in an ac t i on before tf'.L'3 'To}::yo BigL

Co-~:..!..,t: forre-"rocation of the trial, dec i s i on !!!.E:dein a pat en t
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invalidation tri'aT as in an ordinary ac t i on-br-ough't before a'

court for revoking an administrative disposition, or that the

scope is limited'tbthose factssubstantiiltingthe violation

of the specific statutory provisions disputed in the trial,

thus "Jctenc1ing the scope of examination andjudgememt of

facts. See Deci'Sions (a), (c) and (e)'inTablel. Aradical

change in the stand of the' Supreme Court happened, as is

apparent from the, deCision (g) of 1976 wlder which the scope

is interpreotedas limited to thepa:rticUlarfacts examined

and jUdged in the trialandsoIDe new limited facts such as
evidences.

corroborating or complementary facts or' lThis latter

stand has cont111ue'd',:to dat e, because while all' the decisions
except (g) were rendered by the Petty Bench, the decision (g)

was rendered by the Grand Bench which made chaLges in respect

of the past decisions (a}, (c) and (e) and there have MennO

supreme court decisions since then al~ering the Grand Bench

decision.

Table l'lists all the ten Supreme Court decisions , toge-

ther with their teachings, concerning the "cope of examination

and jUdgment by the Tokyo High Court for judging the legality

of the Patent Office,' s jiJ,dgeme!lts (tr,ial' dec i.sLons )rendered

in ,t-riE-Is, including not 'only; trials-for inye.l:idation ofpa..;.

tent but also other types of trials. Although LOt all these
trial dec:isions'repdered:irlthe,:. patent"iny81i~8tion
ten C8-28S8.re related to, ao t i ons ;for r-evocat i cn of Itrial, nor

are they all'under pr'as'ent

April 1, 1960), the uhderlybg rationele for these decisions,

is clearly applicable to an action for the revocation of the

trial d e c i.e i on rendered in 8. ps.tentinv8.1idation trial. As

mentioned' above, 811 the'deeiEions V,1ere made C::l the Petty

6,41
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Benchexcept( g) ..which was made. by ,the Br'and Bench ..

Table 1 Decisions of the Sl1preme.Co11rt

(a) Decision of ()ctober.16, 1953 on the (0). No. 7450f 1951
case regerding the trial decision in a trial against

,ex8.1J1iner·s decision of'refusal·of a paten:!; application

Since an action at thecrokyo .H:i.gh Gourtfor revoldng a
triel decision is .the trial of fact, i.e., the fact finding
instance, th.e Tokyo HighCo]ll't is permitted to adop t as the
besis for their judgment those facts which had not appeared
in the:-·.,tri.2],,:.,'$t.,·;the: Pet sn.t Office but 8:s,f?ertl3d for-the-first
time in the action for revoking the trial' decision. The
perticl1:ier",i tl1tation. is that a prior art, .reference A was
relied upon in the,Pp..tent Office trial as the ground for
berrinl':.th", patentability of .the invention, ,,,,,hile . the Tokyo
High Court denied the p8.tent2.bil~_ty b;y" t2.king' three: prior ar-t
:re~er-E:l'l?esJ:' C::}:nd D ,Yihicl1,~Yere- 8ubrn:i..tted anew~_there,in
c ombi.na t i on vi t.h Reference A. -

(b) Dec t ef.on of September 22, 1960 on the (or No. 637 of 1959
q2f3_e_-J:'eg8r,diIlg,t_he:t:r'i8._~'c.ecision in: atr'?-dl?m,ar,kr:E3gistJ:'a
tioD revocation trial '

Concerning the specific fact finding made in a tria.l at
the Patent Office, it is permitted for the Tokyo High C~urt

to cerry out egain the fect finding by using evidences eri
sing, e,f"ter-: 1;h8:. trial),,?'8(}tsic)J1F _,:tqge;the,I}; v:i~h the: f.?-c~s,l?J.'fa:mi

ned arid judged in the Patent Office trial, in an action for
reypkin,g trH3,::, tr,:i-al"(;lecision,, s,o"lo,ng, 2v:s:,the.evidenb,es are
releted to the specific fecte in the Patent Office trial.

(0) Dec isLor of December ,1960 on tbe (0) o. 567 of 1958
ces e rs~:,erd~J:1e·,the, tri'81 ,decision in a tl~8qemE.-rk r~gis~ ...
r~ t i cn :,~v8lia2,tion trial ' '

those

in the

(0) Dec i e Lor; Jo_1y 1, 1966 or) t"rc (O)'O-tEU) ],0. 108 of 1965
cEse,rcE~,r:clinc the",tri8,1 d~cis~PI1 ir::,,~ ut;ili tY:'~TR:q¢lel
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invelidation triel

Th'~ c cur-t r'u.Le d, re:ferrt~~g to thed-~ciEton (c) ,ih§.tj>t
Ls pe,:f'!!liEsible fo!, ,the; 'I'okyo t!i,';g;h Cou+t'~'oinc:le:pendeJ;li:;:LY

cerry ou t il;- fe.ctfinq.iYl.g bypvtra:ll reyi,8\'LOf _~h~ evi denc es
incJ-udin€ no t only, th(Js,e adop't e d by :tll'B, ,t:ris.l,deci2_:io~ but
g,180' those newly aubm i -r;t8Tlin:_ :t.he ac t t on for an...nul).ing-tp.e
t r i e L (iecision ~n, or-de'r to confirm th?, f's c tuaL r-eLat i on con..;.
cern-iug,. the po Lnt o£ cistn~.te in, ,thetriQl. '

(e) :Decision. of A:pri14, 199,eon:the CGyo,~ts\l-Y!~o. 62 of 1964'
c rs e r:eg?rdiT:g" the triEq., IJf;!<:::i'~ion, in a lltili:t;y model
inv21ic2tion trtal

Q'inc e':, an_~nvel i d? t,~on _,-cr{at .i.s th~",_ ~YBt8111 f6r'tllf3:__;j:J.dg~
men t upon a d i s pute . over ,~l1e vi.91gtioIlor, a 8:p~cif~c, p7fovi;
8i()P:e~te.c1" 28' 8. groupd,f,or'in.Y2.+.i:d8tion, i~,n~s, not JJ,l2rgJ.:i.ssibl~.
to s s s er-t 8. different nrovi.s i on to'beviolated in an:8ction' ",
for revccvt i on 0: the trie.l deci~ior:.. However , e.s fer C.s the
211egatian~ncl/or ~l,)b~tcn.ti2-tior;.,'.vhichhasn.ev11y been sl1bmitt~

ed is rel?ted to the v i ol e t i.or; ofthe'specifjc,proyisiqn,. i't
is penli tted tC), examine E:t1d,jud,ge-t1l8 4ewal:le~13.ti()n ~d,l9r'
subs t ant i.a t i on b;y"the" Tt:.cyo ~~igh' Cour-t , " s,i.:ni12rly,,~o . !3.'usuEil
revoca.ticn ac t l on of an administrs.tive disposition~ T-ne'
par t i cu Le r- ~itu2.ti9n :Lsthat .~n.e\'l powerfulpp:LC?r,s·rt refer
et:'c(3.\·;c_~ ~ub:;+tted befqr~ t r.e To~,qr? ':ii~l1." Cqur~" in' add Lt i ont t o
the':t'~\'O pr:L0I".,.?rt referenCe? wll.:i.ch,. had beep. 'supmi tted Ln an'
itiv2lidation trial~

(=) Dec t s Lon da t ad :;~ay 28, 1:j68 on the (Gyo-tsu) ~'10. J of'
1965 c a s e regerdi::15 t?1e trr i a L aecisio!: in a pa t e n t invali
~E:.tion ~:("is.l.

Re~-erri.rlg,to the cecisions(s.), (cO) ~rid(E!),sn9,in
regerd 'to 8. prior ~ rt r-e f'er-enc e subnri tted before the trie.l
eXG::iner Et tfi8 p~t8n.t.,Cf~~ge ~o .s:~lb9tEnti[;,te thegrc;~~l!ld, ,for
in.v'::li.d~'t i on ; th~co~rthE;ld,.itpe~:L$8itl?to 8do1Jt" .i.n:2n
88tion f~r revo~ing ~~~i?+dGCisiO~, 9the~,prior &rtrefer~
er.Ces 8Berl::evidence tO~:hQ'N th~Etate.of, tQ,~ ar t o'~,Vlhich
the' interpretetion of the prior -art refereCC~\Y2.9,:to'.:b.e__ 02.s8:d.

In ,vie'.'! 0+ tte s.tru.qty~re.8,nc . cnariac t er' .. o,.f t,he, .tr:La~

proce~(lings ,8,n.d,:tl:.,e8:ttE:~G4:ing .-SystSTIl oJ trie.l d~,c.:isi:9rlS, wh'Lch
is ·diffEl:r,~r.;.t :f~om, t~e,~yst~~for.attaG,ki,q.gordinar~.,a..~il1rs:,":"
tr5.tiv8' dispositions', an action b af'or-e the Tokyo High C-ourt
Esking for revoc2tion of a tri&l decision by the triel exami
ner at the P8tent Office should be li~ited to the specific

643



p.ll

ground for invalidation, i.e., the vio12tion of specific
provision(s) arid apec tf'Lc tevidence-(s) to ,substantiate the
violation, wh i ch he.d, been ,8.xsmined 29-d adjudged in ~he ,Patent
Office trial. This understanding is inconformity with the
provision of Article 167 of the Patent Law which sllows no
one to,dem.and. 8:: trial forin.validetion of patent on 't he bae i s
of the same facts End the same.evidence.

"While de term i na t Lon of a specific. invalids.tioD groillld.is
to be me-de in the light of the overall'mecns,DtBIT!. of t.te patent
system, assertion of patent invslide.tion based on the compar
ison with SOille specific prior art 2nd that based on the
com~arison with other specific prior art are t~ocifferent

in~ lida t t on grounds even if theY,both refer to the identical
provision of the' novelty of'invent'ion (Art.:2J(1)).

The court held that it wss "ot perOliseible "before the
Tokyo High Court to. as s.er-t additionally an Lnve.Li.da t Lcn gr-ound
b8Sed'on)~,nother_prior I3.rt:indi3p:enc.e~t f'r-cm theinval~d8tion

gr()lUld ~x2m;ined end,8d-judg,ed in t1:1einv2,lid8-ti?n trisl ,~.t, th~

Pa t en tiOf'f'Lc e , ~nd nade tL.e precedents change of the decisions
(8), (c) and (.9). .

(h) Dec Ls I on 0;[ AP:ril 30,1976 or. the (.:;yo-tsu) ;;0. 9 of 1976
ca s e r~g8,rdin€"thetrial decision ina trial against
examiner's dec t s i on of r-af'uae.L of a, utLLity:noc.el
application

'khen the state of the a.rt prevailing a t tl:e time of
filing'o!l:\vhich the judc~ljent of Lnven t Lvenas s 'S2::; 't c i b e bas ad

questioned in tho? Pa t en t Office trial, it is per!Ill[3siblevi$s
to a.ssess the state of the art by publications put in circu~

lation after tt.e filing of a ppLdcaticn and submitted a dd I tion
ely in the action before the Tokyo High Court.

(i) ])ecision of June 21, 1979 o~ the (:;yo-tsu) "0. 81 of 1978
c2:setrgsrding tnetrial decisi?n in a trialae:ainst
eX8:r:.irj,er's c'E!Gision (Jf'refuss.l .Of _.e, pet sn t application

In eddi ti.0rlto'Prior,ctrt referenc?s 011 wh i ch the tri8:l
decie;i()nWBsbs s e d ,,&d¢li t i cne Li cor-r-ob or-e t i ng puo l t ce t t ons for
e-u.bst::onti8,ting tile s,t8te of tl1e s r-t -:Jay be adoptee. .Ln a.n
a c t i on bef6r~:t(ie.'rokYo ~-Ii€h Ccur t for revoking the Patent
Cffice trial decision.

.-

(j)ccDeoisionqfJanu2ry 24; 1980
m 1 37 9 C8E.8 regerding ti"~e triecl
invalidation tria.l

model

HavinggtvE;l1 the ,sirnila.r tee.ching as, in the decision
(f), ',the, .ccurt h.e Ld that thtswayofthinki!lg we.snot c orrtr-any
to the purport of the decision (g) made by the Grand Bench.
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which wereo:fti"i.2decis'Ton

S01::le pest 2upre.:n8 Court decieions in arriving at the conclu
the

sien that the scope o-f'exaffiina-fion and' -jiid€;rr:ent:Insde' by:lTo~Y9

It is nnderstood :further that even a \lielT·~known prior

~lso scrutinized the trial system 2nd the action against a

prior ert facts cox.pe.red with the invention. The decision

the 3pecific invalidation ground resides in the respective

grounds actually disputed Enc adj~dged in the trial, anj that

be confined only, to those relsted to the specif~c ~nvali4at~on

trial decision rerrdered in a patent invalidation trJal should

~igh Court in regard to the s~bstantive illegality 9f the

The decision (g) of the Gran'dE'ehch:m.ac.e chariges' f'r-om

p.12

t i on Ln 'a 'Patent Cffice"tfte.l,< it is understoo-d t.ra t the new

tiel identity between different prior art facts exists or not.

How to de t er-nin'e th8"~Yldivid1.1al.ity of a certe.in prior art

wo:rth going t.hr-ough,

trial deCision under- theP3tent L8,,\:-~ So, this decision is

For Lns t anc e , if a n ew f'a.c t or evidence is found to have the

enother quest~?~~ This sho~~d n6tbed~te~ined'forill8l1ybut

substantislly, i~e.,ehould:be-based'on ~hether the 8ubstan-

f'a c t in relpti9I1 to the decision: (g) o f theGrand'Eenchi~

f'ac t or ev.i deric e n o t eX2~ined 8,:J.d judgedL'l the Pat errt Cffiee

»rececents (b),

not altered, ~!nd (h), .(i) e.nd( j) madethereaffer, particula-"··

rlyfroClthe fact t""tthedEicisio1l.(j) cited (gl.

art illFy not be relied anew i~ an action before the Tokyo High

Cou!"t 8sking::for'revocationOfa trial ·:decisionasan



ovarva ,priQr' .ar t ·;ref,?;ren:c~' ..
A (Patent Law , Art. 29(2)).

is of:cP:u,r9B,perJ1li ti:ed';'s ep,cT8;·te:lY··
the in~/alidat i.cn of the sub j eet

ar t r:ef19rencel?~:

for a pater.t inV2iid~tion
1)~,iDgb?~ e ~ .:or; ..;t~'l8 r-ea.sons
i~v8ntiv8 step in view of
.La\'1i', __~~·rt.: .23 (2) ) ,·,-t;l:l€:;<

~E~~~~,~t~~ie(~~L.~~-:ei~t;~r;li~l is not &ll~~~~, in

L'l respect of the allowable scope of examinstion and judgment

4 .:r:n.terpr,eti3-tiqn- of..-::$:'4p:rene. G_ou~:t:: J!e9i~:ion~ ,~ns:l,.s orne
CriticiE~S .

(i) t a tutory provisions fo~ L1vs,lidc t i cn whi ch
ar-e different f r orn tEose re~:i_ed, ~P();1 ~n t~~

F~te~t Office c&n not be resorted to i~ an action
before the To1:c,yo ~igh Court. JJeei3iqp-:(g)

indepel1d~:nt: i-1}Va~idatLon gro:l.nd,~

10. 1 3

.:,For ·tus :tanCE;L, rn en action for', rev()J1:ing .t.he. trial deci
sion ais~issi~g the deDand for a trial rendered in a patent
i~vali,;?~t~,g~-.-J;r~?;J.;'.:92.:'::.~d()R i;lE'u.ffiq~?J;lt ~yideEce3 On pri~r
U c a (~~p PO~_~k 0~\n ~~+ ?0/') ~i) t~e ~'~i~+~f~ (+~o ~8r~'T'-''-' L--'-':"~ _'.L·'=~_U "';'::::", t1.~ <>. _ .... \, ..l..~, ~ ... .::-.J-.·:':'~_J.v ..... _J.. <>.~,-,.::-." v"

c emand i ng ,_!p.~ .~ri?~) ·,C20-r... ot b e ?~1q~@d to,_"a.5sert:that,~l:le
aub j ec t patent is invalid b ecaus e tl:e psterrt i:iv"ention is
di2clo8ea.:,:'i-n 8:prio~ 8:r"t r~ferEm·ge,:sutmi tted anew »s thE:! 912.-:"
i1l8nt. (Pat en t Law, Art. 23 (1) iii)

(ii) ;_['.-~)_r.1i~g that the statutory provision :02"'

i.qY:0l'~i.dai;,~,O"0 9~fore,tfleTokyo.~~ig~ -C.ourt'i~ t:iir:? ''.
se.;ne 2:8 in 'the Pa t en t Office trf2cl, tl:e evi~en-

C8f? ne\·:I,y,B,\lt:.Jli tted in support of,theinvalide.ti~
O "ra · ot '~m~~od Aor ,. d ad D c~c~~~ (-)n t;I. .... rl eJ{_.._...... ..l..~J..... '"" . cJ <l g..... e ..t. ..:' J.. v.~ \ e

that:

dects on ci~~de in a patent in'vaii"de.tion trial, :it .E.sy be said

,:," ". ,',

by ~+h.::>-'mol';"y'~'o '-::iD"i~ Court on tl18 ille~s:,livs of ~l:,.e trial" .... .l. ,no ...... 0...... ....,

Fo~ instEnce, if the de8snd
tri-s.1: ,'wae dissmissed.f t}18 ,'de,;ll8.rld
t hat t?le su.bject i:lv':?!1tion Lacks
the -orio.r Ert
olai;'tiff (the
tb8 ,S

M6

tiven;8S8 of·:the,
B which is cuite

However, the
to dema~d another
pa.tentbased 0Jl theprio:r'



p.14

,t:ria:J..depisipn,,:- eve:::_ ,~i:OU6h eubnrit t ed ~1'l ~he

trl~l proceedings is not to be exa~~ined or
j}lde;~d_"beforet~1~::I9~?O,;I-!iLhCcur t , Decision (g)

For Lns tanc e , Lri a pa t en t in.vE.lidat~p,n trial,qe::lardecl on
the ground that the inve~tiGn lecked inventiveness in view Of
8. nrip,r r::.r~:-ref,erer:c_e }'_p::1ti/orB ,{J?2_tE)Ut:.:I:.c?-w" Ai:"'~."2-':J(g)),,
a trial decision was ren.dered holding th2.t the patent V,jaS

t nva Lici:;b eCfl\l3e".t::9~i~yent ion: +-h,ek:~d,:,~h.~:,.i n'vent Lve s~fep,,; 9~!ce"p
tl~e reference A, H not =-8~ing a?::..y refer3'nce to the reference B.
I::. the action for annu'lLing the tri8+,'decis_~,?Yl;': -tha L!1y?li::::
dati:J:1 bas ed on the Dricr art reference k we.s found gr-ound.Leas
8 s a:,,~re,su:Ltof c oun t sr-. 2Xg':.L1le:;nt,(jY thep:l~i!ltifr" (~he"Pa~en
tee) ~ In this cs.e e , t~le 'defer:.de.nt (the pe.r'ty de:nailding the
triel).9WDpot .b s Q.l,J_o,\yc,p.\to,:assert .tha.t the> inyen.tiveness of
the 'Patent i:lver:tio:1. 'is "barred by the prior art reference ::3,
even- if ,pp,:t ",byA:• .de:p.s.ndsFlt

However , t~le I r::..ay be allowed to demand a separate trial
for psten t i~v9.1idation besed on the reference :8.

(iv) ,,' A~~,:, 2.Q.:-;, itLoriaL. eyiden.ce" which :n8r'ely: ~erye~
to fortify the evidence adopted as the basis for
j:udgrlent Ln a ,:t:r'ialdt3cision,' can 1Jet~.l-£13n,:~:p f'or
eX2~instibn and jud~ent even if the additional'
eviderice ..J$: ,S~.lccnJtteCi ane~,::,~·'.:,the" Tokyo )ligil.
CO'Irt .. Decisions (e), (d), (n, (n.), (i) arid (j).

For i~stance, w~en a de~and WEB dis~issed for a trial
tl:18 :i}}v?-~j.dction;.();:f a p,9.:ten,--t-:b2.sed:on:t,h,e lackof;inven~

tivenese' over a prior 2rt reference A (Patent Law, Section 29
(2) ), the", P,+,~t,nti:f" C:£'..8>P?.rty_: g$'p.an<ling-:the"t-ria~ ') is a).lowed"
before the Tokyo 3igI-':- 8ourt, to submLt e.nother reference B 7

88 ,{?rJifyipg,cor!'o"(Jor-?~cingo,:r',co;:::,yl~IT.entarY eYig~nge,:'sh()w~

ing" the s ta t e of tlle ar'::; on v.h i ch tI-i8 ref'erence AshcF.lld. be
intepr:?-!:'?9.', arc.<!.:,=::e:::e~t·· tpat' .the p~_tef;;ted"inYention Le.cksvthe
inventive~ess over the reference ~in view of the reference B.

Of t68 above i~ferences dr8.~~ from the inter~ret8tion of

the Suprene Court decisions, it is our opinion thEt (i), (ii)

end ('i~;- ere reeso:1.&ble, b'.1.~ not (iii'). Since -the parties

8ttack ~r.d of defence in connection with the evidences subni-

tted during the trial ~roceedingE 2t the Patent 0ffice,

good use should be ::e.de of such efforts before tb.eTbkyo..High
,', '

Court ttl t'~~ei!1t~re2t of the par t i es , even t hough they have
. .

notbee'h -usee'eE the b22is for j-:;.dge.:!l8nt in the Pa t an t Cffice
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trial decision. From this point of view, theillference (iii)

which does not allow that is therefore in conflict with the

inte.res'tOf the parties.

At. ?-ny rate, S0 long as we are to' act "in 'compliance witp.

the decisions of the Supreme Court,' we must accept all the

inference.s, including (iii).

Moreover, we should be aware of the application of "the

aame f8cts~'ahd the same evidence" pr-ovdei.on as s t i.pu.La'ted in

Article 167 of the Patent Law in considering. -the Supreme,

Court decision.

For instance, suppose that a demand for a trial for the

invalidation of a patent on the basis of a prior art refer

enceiA \;/8.8 'dismissed at the PatentOfi'ice, and, in the action

for revoking the trial decision, the Tokyo High Caprt, however,

held the patent is invalid after consideration of another

reference B newly submitied before the court, as well as the

reference A, and revoked the trial decision accordingly

(Patel1tLaw, Art. 181 (1)), and that the case was remanded to

the Patent Office and furtnsr examined by the Patent Cf'f'Lc e

trial examln er- (Patent Law, Art. 181 (2)), and then a new

triE.l decision \'.18.8 rendered and became final and conclusive

t.hst the pate-nt is LnvaLfd , V;herea2., under' the sam~ circum

otances, suppose thE·t the plaintiff (the pc..rty demanding the

inv21ick-. tion tri81) f5.iled to Eubmi t the prior oTt reference

Band the tria.l decision in the demendfor e· ps t en t invalids-

tion triel we" endor"ed or supported by the Tokyo High Court.

It is to be noted that in the latter case, if the party

demBnds ~~.fter1v\'2rd ano ther- trial for Lnve Li.dc t i on of the patent

on th C3 [.T oun d t~l[.t. Lh e prtan t ir:: ir::.v81ic1 b ecause the, ,8ubj,ect

648



p.16

p2te:c·t~"':inve·ritTbh do er: leek the inventive step over the prior

art reference A in combina.tion v·iith the prior ar-t r-ef'ar-eno e

E, such a de~i8YI.ci- foI·:;":p8:teht'?~:i.-hvalidation tii~I-·'.rit~;Y-:!b:~-,,\i,i~-

missed under the PE.?-,,~~i0!l():f l\~~icle 167 Of the Pate~,,~_.,~_~~V\',

an d thi s pet en t may_,_ .,in:,·t'{;i;N-: Jj_~_J prevented I,f~Coin:;befI,ig::_irlk,lli_

"dat ed ,
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