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Opening of the Congress

By Shigeo Takeuchi

Secretary Treasurer, PIPA Japanese Group

Good morning, honorable>guests, ladies and gentlemen, it is

my great pleasure and honor to open the 17th International

Congress of Pacific.Industrial Property Association.

First of all, let me talk about city of Kanazawa where we

are convened today. Just like city.of Sendaiwhere we met

during the 15th PIPA Congress in 1984, this city Kanazawa

was the castle t.own of the Maeda clan which was the most

pO>lerful families during the feudal days. Ishikawa

prefecture whose capital is Kanazawa and also Hokuriku area

whose center is Ishikawa prefecture are. known to have kept

high levels of culture assets and spiritual civilization in

the Japanese history. Eiheiji Temple, you are going to

visit tomorrow, is famous as headquarters of the Sata sect

of Zen buddhism. Austerity practice in the temple is very

famous. The region is known for Kaga-Hosho Noh Play, and

for excellent traditional crafts such as rich color dyed

Yuzen Kimono, Kutani Chinaware, Wajima and Yamanaka

lacquerwares. Apiece of Kutani chinaware is presented to

each of you as souvenior, I hope it will ornament your

room. As organizers we have deliberately chosen this area

as the place of this congress, because, in view of current

trade frictions, we have thought that it will be very

helpful for us to meet in quiet and spiritually civilized

environment.

Let me introduce honored guests.

guests to rise at your place as I

I would request

call your name.

those

I would

to each of the honored guests. Mr. Isamu Yamashita,

Chairman of Japan Patent Association. He is kind enough to

assume Honorary Chairman of this congress. Mr. Yamashita

is currently Adviser to Mitsui Shipbuilding & Engineering
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Co., Ltd., in the past, he held important positions,

president .and chairmanship of the company and until very

recently he was Vice-Chairman of Japan Federation of

Economic Organization. Next, we have the pleasure of the

presence bf Mr; Donald J. Quigg, Commissioner of the U.S;

Patents & Tra.dema.rks. we have Mr. Akio Kuroda, Director

General of Japanese Patent Office. Those are honored

guests. Then, we find our seninors in the seats, who

received PIPAAward. Mr.Shozo Saotome, Mr. Donald w.

Banner,:Mr~'Shoji Matsui, and-Mr. Martin KaLd.kow ,

The number of the participants to this Congress has totalled

to be 132.

Thank you for your kind attention.
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W. R. NORRIS

November 5, 1986

PIPA ACTIVITIES AND EVENTS

1985 - 6

17TH CONGRESS

KANAZAWA

Honorable guests, friends f and members of PIPA, it is with

great pleasure and distinct honor that I exercise the privilege of

reporting PIPA Activities and Events of significance.

On behalf of the American Group, I would like to thank the

organizers of this meeting - the 17th Congress of PIPA - for

bringing us to another beautiful and cultural part of Japan. Few

of us would have ever known of the Japanese Alps but for the

thoughtful hospitality of our hosts, thoughtfulness I would like

to add, born of the bonds of deepening friendships rooted in

common endeavors to promote the understanding and realization of

intellectual property.

Last year was Japan's centennial celebration of the founding

of its patent system. This year by coincidence is the

sequiscentennial (150th) anniversary of the Untied States 1836

Patent Act. This introduced to the world modern

patent examination and the U.S. patent
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American group, you will see a new face over the Secretary/

Treasurer sign. The new person is Dr. Allan spiegel of Pfi~er.

Ed Bell who faithfully occupied that office for 12 years has

November 5, 19862

Looking at PIPA activities from organizational perspectives,

memberships in both the American and Japanese groups have

continued at high levels reflecting strong interest in the

organization and its goals, the American group has about

by authorizing the construction of a new building to house the

Patent Office. Thus came into being what today is one of the

most beautiful buildings in Washington D.C. It housed the Patent

Office until 1932. Subsequently, it became part of the

Smithsonian Museum for modern art. While governments seldom

build buildings like that any more, the foresight of the U.S.

Congress and planners at that time to honor the process of

inventing with such a beautiful building is inspirational.

Inventing is but a form of creative expression and like all

creative arts it is a delicate process requiring careful

nurturing with great understanding and patience; two

environmental qualities, I might add, that are difficult to

achieve in a politically changed atmosphere. PIPA's role in

cross cultural cultivation of this process through calm dialogue

between main participants is propitious in these times of

technology politics, whether one looks north or south or east or

west existing systems are under stress and political challenge.
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retired from Singer and entered private practice in

Washington D.C. As a stalwart supporter of PIPA, Ed's steadying

influence and friendship will be missed by allof·us. Ed and his

secretary Pauline Mellaw were honored ata New York

City in August. There are some other prospective changes in the

American .Group I feel I .shou1d mention. BilL Mclain is retiring

scon from' Amaco and thusoin the near future-·the'Americari'Group

will have a new Second Governor. Another name familiar to many

of you by virtue of his appearances on PIPA·program is Bill

Hooper. He too will.soonretire from Chevron Oil.

During the year PIPA was represented at WIPO meetings

dealing with harmonization of Patent Laws and biological

inventions. Karl Jorda of Ciba Geigy attended the former and

Suguie...san Of.Toray attended·the latterexpertdiscussi6ns.

Harmonization discussions. are viewed with great <interest ,and will

continue to receive PIPA's attention.

Bilateral dialogue under' the doctrine of Utransparency"

continues. In August Mifune ... sanmetwith Cornrnissioner Quigg and

Assistant Commissioner Peterson in Washington to exchange

information and views on proposals for newUSPTO rules dealing

delegation from the American Group will meet with the JPO to

-7-
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continue dialogue on the Japanese pa.tent system and to exchange

Lde.as ,for -improvements or:vi'ews.on di-f·ferences ',ion practice. (I

understand for example theJPO wishes ,to question the Arnerican

delegation on the U,S, first to invent philosophy.)

u.s. ratification ,of PCT Chapter II in thela.stCongress

bringsU. s, and :Japanese' laws into a L'i.qnmentr; This may be 'an

excellent route for foreign filing when there is uncertainty

about the ultimate value of the patent. A final decision on

spending for extensive filing can be deferred for 30'months.

Questions as to how Japan's new lIinternal priority system" and

the U.S. ,CIP practice will blend with strict PCT requirements may

be fruitful areas for mutual' exploration,

As:PIPA raises its~:-collective'eyes,,';to:.future deveIopmerrts.,

one topic 'that seems,.sure.to pose p rob.Iems , and,'aswe-,"are. fond to

say, problems are really opportunities',is·theemergence of

intellectual property issues in GATT negotiations. A few years

ago, the ,international hot topic was how intellectual property

should be' distributed. North-South negotiations in UNCTAD,

relating to restrictive business practices and technology

transfer"inWIPOrelating to revision of the Paris Union and

passing of intellectual property from country, to country, entity

to entity. Current focus of international attention is in the

direction of harvesting and protecting intellectual property.
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WIPO is looking. at harmonization, GATT apparently seeks minimum

standards. Such issues reflect on the supply of technology.

Thus we see how nor't;.p-sQuth, issueslJave g~y~n a~ay ,tp,eas't~west

issues. Why, this :90 0 rotation- of the: 'issue axis has occurred', is

an interesting question. In broad terms, a possible ahswer ~ight

be that in economic terms, technology has gone from supply side

economics to demand side economd.c s.,

It behooves all of us to face up to the challenge this

presents. We are now and we.will be in the future at important

cross roads in intellectual property development. The challenge

is there and through friendly, hpnest dialogue, PIPA will help to

find the answers.

im

-9-

..



KEYNOTE ADDRESS

Akira Mifune

President of PIPA

Distinguished guests, ladies and gentlemen, it is a

great honor for me this morning to deliver the keynote

address at the opening of the 17th International Congress

of PIPA.

First of all, as the President of. this congress,

please let me welcome all of you to Kanazawa, the center of

culture and education of Japan Sea coast.

Seventeen years old is just the age of youth and full

of energy and vitality. It means that PIPA is now

approaching the right time to devote it to the new waves in

development of international intellectual property systems.

Last few years, in parallel with the initiation of the

sincere debate on the harmonization of said systems in

WIPO, the trilateral cooperation on the same items between

the U.S.A., Europe and Japan has become the hot issue. In

addition, this September, the intellectual property matters

are adopted as one of the priority items in GATT. Those

facts indicate that the reinforcement of intellectual

property protection should be the urgent problem to be

solved for the world enterprises as PIPA members.

Although the gap between the North and the South has

no indication to be faded away, the friendly dialogues have

remarkable development supported by their self-help effort

has brought them fairly improved status in the inter

national trade world. Nevertheless, their intellectual
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property systems are still so premature.that our efforts to

promote technology transfer, trade and .i.nve s tmerrt has been

considerably disturbed or injured by the unsatisfactory

protection of intellectual. properties. In order to improve

a part of this uncomfortable situation, the U.S.A.

government has focused. its effort in the bilateral

negotiation with,ce!:,tain··NICS countries. However t it

naturally seems to encounter the inevitable limitation

because of diplomatic barriers before long. This is the

reason why the new tool or new media for the multilateral

talking is strongly desired. and GATT was·selected as an

appropriate media by the U.S. initiative under the

concensus of itsrnembercountries. Although the road

toward to achieve the target is long and not smooth, .we are

already· stepping into the road and have. to direct., our

considerable efforts to forge the Way to solve the.

solution. In Japan, the reaction from both governmental

and industrial sector to cope with it has not been so

quick and definite. However, both sectors are now

seriously considering to' organize the, co:unterpart

cooperating with the U. S .A e . and Europe. Just, after this

Congress,:Keidanren wi-II· send tworepreS,entatJves': Lric Ludd.nq

Mr. Ono, Ex-Officio of our Association, to the rneetinghe14

in Brussel scheduled on November 10, in order to,exchange

the views· and to discuss the .future collaboration. Our

thoughts ,which will be derived from this Congress might

reflect to the talking at the said meetings.

Among the well-developed countries, such as OECD

members, theharmoni.zation of legal system for the

protection of intellectual prop",rtiesbecame,another

important matter of concern. WIPOhas already star.ted to

and various' international.. ,.organizations .areinvite,d .t.o

present their,comment·oropinionon -:the WIPO's preJirni,nary

ideas. In the light of past history of WIPO's behavior' on
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Paris 'Convention, we are afraid that ittcikes so long and'~

even then, ',it will hardly obtain the preferable results for

us. Consequently, the fruit of the trilateral cooperation

on the harmonization should be influential and valuable.

Although the talking seems to be focused on the informa.tion

system and the administrative procedures·for the. time

being, the successive discussion on the stibstantialmatters

for protectiollwillbe highly ariticipated. We thillk, the

respective 'legal backgrounds affected by their history alld

culture are quite 'different and 'not easy to allow to unify

those intellectual· property· systems. However,the business·

world is now standing on the turning point'which-"the:human

being has never: encountered and the efforts to find out the

reasonable solution based upon the cer·tain: comprotnisewil1

eagerly be desired. In reply to the request of Arnerican

and European private sectors, the Japanese Patent Office is

now drafting the revised patent law· in reference to the

recommendation of ,the academic':'indb:strial advisory'

committee. As far as we areinforIl\ed, this draft will be

written also in conad.der a'ti.on- of t.he spirits of worldwide

harmond.za't i.on, Under such ,'ci:rcumstances , this Congress

should playa big role which initiates the remarkable

advance 'on. the matter.

Since PIPA was organized 16 years ago, it has' long

contributed to fill the perception gap which· could be a big

barrier for the smooth dealing of trade and diplomatic

dialogues. In order to solve the recent problems relating

to the trade conflicts, our existing friendly relationship

must be erihanced and more closely tied up.

The latest report of the. U. S.DepartrnEmt of commer-ce

informed us that the red figure in the u.s. trade balance

against Japan has successivelY decreased for two months and

the States is still decreasing for past three months.

In addition, Japall'strade surplus between the U.S. and

Japan has already been decreasing-in Yen basis.
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However, we are quite confident that all of ourPIPA .

members wish to ke"p·the soundfree-t.racle instead of the

trade under the mal-strained protectionism. .we hope this

Congress will give us an opportunity of frank exchange· of

ideas which stimulates the trade situation taking a

favorable turn.

Before closing mykeYIlote addr~s;, I wou1.dlike to

touch the brief introduction of the Congress Souvenir,

Kutani Pottery. As some. of yOU already know, the Kutani

Pottery is one of the tYPiCal~el~..kn~lVntraditional crafts

in Japa.:nwhich oric:J"in::__ ~s 8t:i11" s~r~ounded_,:~n,_rn·:ls~~ry'. - It
is said that their original kilI1; were established in the

mid-17th century (so-called Ko-Klltani n
) • Although the

original kilns had wholly been:destroy"d%UnknOWn :easo~
and the ~ld·crafts had once died out, deVe~OE'mentof.ll1oder~
Kutani, some of whi~h ~ppeal to w~st~r~'~~s~~, 'sta~ted in

Meiji era. The souvenir is specially prepare~ f~rtlJ.is
Congress under the instruction of Mr'. Minoru Yosh'i'da,' the::
gre~t:craf_7:s rna~ter __ p~: Kinza.~,~~~ln in Komatsu: ci_~'y ':,~s_

writ.ten on the back: of the plate. It will remind you this

friendii a~d v;iu'~,bi~_. c~~n~~~-:~s in Kanazawa ':~~yf'i~~<you:s~;e
it at your horne or office.

I hope ~hat all of par~icipants will enjoy the meeting

and refresh the close communication each other at the

Congress.

Thank you for your .kind attention.
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GREETINGS FROM HONORABLE CHAIRMAN OF
PIPA 17TH INTERNATIONAL CONGRESS

by Honorable Isarnu Yamashita, Chairman of Japan Patent Association

Good morning, ladies and gentlemen,

It is a great honor for me to have been appointed the

honorable chairman of the 17th International Congress of

the Pacific Industrial Prop~rty Association as I am the

chairman of Japan Patent,Asspciation.

I believe it is indeed significant that the experts in

the field of industrial property from leading corporations

of both US and Japan should meet together once a. year for

exchange of frank opinions and views. This must be. really

useful for economic developme~t of the two countries,

through which further contribut~ons to personal exchange

and international goodwill are made. I highly appreciate

the enthusiasm with which officers and members PIPA are

engaged in various ac t i v i.t.Le s ,

I work for Mitsui Engineering & Shipbuilding Co., Ltd.

which is also a member of PIPA like the corporations you

represent. Through my work, or through my duties as

Chairman of the Japanese Committee for the Trilateral

Commission as well as through Japan US Economic Council

Meeting, have many friends in America with whom I often

discuss matters of mutual interests. I feel that the best

solution to the difficult problems that exist between the

two countries is to talk over the matter frankly. There

are indeed many difficulties such as trade frictions

between us, but I am confident that those will be resolved

gradually by persistent and patient discussion at the

governmental and private levels.
... .. . /4.~ .•

While there lies a vast ocean between us, I firmly

believe that we are on the closest of terms in every

aspect. Discrepancies which are believed to exist today
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can certainly be overcome tomorrow by mutual understanding,

and we may jointly contribute to the stability and

development of the world economy.

The adoption at the recent GATT Uruguay Round of the

matters concerning international protection of intellectual

property rights proposed by US and seconded by Japan is

most meaningful for sound development of·· world economy.

Another matter of an extreme importance is

. establishing the order for intellectual property rights on

the international scale including assistance to developing

countries. I expect that PIPAwill play ,a Xoeyrolein

promoting and achieving this goaL

In closing, may I extend my sincere wish for the

success of this Congress and your pleasant .and meaningful

stay'in Kanazawa.

ThanXo you.
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ADDRESS

by Honorable DonaldJ.' Quigg

U.S. Commissioner of Patents and Trademarks

Mr. Chairman, Mr. Honorary Chairman, Mr. Direetor General, ladies and

gerrt Iemenjvf vam very 'pleased to:joiri you for'this 17th' PIPA

International Congress. For those of us in the business of

intellectual p ropertryjrrotee t Lon ""' espec'Laj.Iy in the international

arena" this isaveryexit-ing'time, indeed.

Internation~lattention'to'inteliectualpropertyprotection has reached

its highest level in history. Only a few weeks ago, '73 nations

approved an agenda for a new round of global negotiations under the

GATT. Their agreement to include ,the subject of intellectual property

protection sent asignal-a::message-:around the world. The message

is clear. The message is that protection of the rights ofinriovators,

inventors, and intellectual property owners has reached new height in

the realm of world trade. As the world grows smaller and'smaller, our

need for international cooperation grows greater and greater. I am

pleased with the cooperation the United States and Japan are

experiencing. This is true particularly in the intellectual property

area. In recent months, the U.S.• Patent and Trademark Office has

hosted a number of visits from corporate executives from Japanese

industry in pursuit of increased "harmonizationll of our intellectual

property systems. Next Monday Japanese Patent Office will host U.S.

group of this organization for discussions along the same line. Our

trilateral agreement, designed to help the Japanese Patent Office; the

European Patent Office, and the U.S. Patent and Trademark Office to

coordinate our respective automation efforts, has focused largely upon

system "harmonization", as welL The United States will host the next

close cooperative effort. In'a more recent development, our

-discussions with Japan, Canada, and Australia, has brought about a new

plan - a pilot program - to allow patent examiners from these countries
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take a close look at harmonization possibilities we have agreed in

principle to an examiner exchange, perhaps as 'early as next ye~r. The

purpose of the "pilot" would be to identify areas for harmorrl.aat.Lon

among the various patent offices - with, perhaps, th~ long range

possibility, establishing a joint international search authority. In

any event, it is my firm belief that'ourdiligent efforts toward

cooperation - toward harmonf.aat fono-, _will bear fruit, in terms of

well-deserved g~obal prbtection~~d·respect<forth~:inve~tions and

innovativeworksofou~peoples.

Again. I ampleas~d to be he~e, and I -look fo~ard,to a veryproductiye

meeting. T~ankyou very ,much.
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issuesin the
to facilitate

Along with expansion of technological exchanges and trade
in the world, reorganization and improvement of the
industrial property system have been called for in a gloval
scale. As an international framework to this end is Paris
Convention with membership of 100 countries. Through
activities of WIPO also gloval harmonization of industrial
property system has been strongly promoted. As the latest
topic, issue of industrial property versus trade is drawing
much attention. It has been decided at the GATT ministrial
conference that trade aspect of industrial property has
been taken up as a part of agenda for Uruguai round of
negotiation.

The 21st century which is often referred to as Asia Pacific
where economic vitality of Pacific neighboring countries is
attracting the world's attention. I am sure with no doubt
that PIPA's activities will become more significant and
important in the years to come. Looking at the volume of

in exchange their views
involving industrial property
understanding.

As we all know so well that industrial property system
plays very important roll as fundamental system to provide
adequate protection to fruitful outcome of technological
development. Today, international competion in
technological development and advancement is getting
tougher and tougher.

Further, there is a sign that amendment of Paris Convention
is becoming again an issue in the world. PIPA, as I
understand, was organized in 1970 to serve the purpose of
reflecting private industries' views on the issue of
industrial property experienced by neighbouring countries
of the Pacific basin in international conferences held by
WIPO. It is high opportune that all members involved in

ADDRESS
by Ho~orable Akio Kuroda
Director General
Japanese Patent Office

I am very pleased to<say a few words at the opening of the
PIPA 17th International Congress.

I would like to express my deepest gratitude to Mr. Quigg,
Commissioner of the u.S. Patents and Trademarks for the
attendance to this International Congress .. sincer was
appointed Director General of Japanese Patent Office in
July this year, I have had the pleasure of meeting and
talking with Mr. Quigg twice to now, and I do feel as if we
were old friends for many years. I have been greatly
impressed by Commissioner;s willingnes.s ... l3.nd .... determination
to establish better international industrial property .
system in the world and so I am sure that attendance of Mr.
Quigg has added great significance to this meeting.



applications in patents and utility mode Ls in Japan, Japan
accounts for 40% of the world total, taking leading
position. As a.key·to vitali2;e the economy, if more
expectation is placed on the advancement of the
technologicaldevelopmerit, Japanese industrial property
system from such international prospectives should be
improved into a well est",blishedexcellentil1stituti0l1'
Japanese Patent Office responsible for administration will
have to be equipped with high technology for quick and
adequate patent granting. Japanese Patent Office has great
responsibility to contribute to gloval scale industrial
property system •... Based on this philosophy ,.I am also
reafirrning my commitment to execution of most effective
patent officeadministration. More specifically, with an
objective of alleviating of increasing ihternational
friction on industrial. propeF~y and to promote q LovaL
harmonization of industrial property system, we are now
preparing proposals of patent law amendment to be presented
at the next Japanese parliamentary session.

We are also in progress of implementing paP7Fless project
through allover computerization with focus on quality in
stead of volume. Our aim is to realize fast and adequate
granting of patents. Through triliteral meeting by Japan,
the U.S. and Eu.rope, we are planning to exchange patent
information data base,we coilaborate for computerization
and we work together toward harmonization of industrial
property system. We are studying introduction of automatic
translation system. .At .the same time, we ma.ke pos i.t.Lve
contribution to international- organizations' such as WIPO
and. strongly collaborate with de've Lop i.nq count.rLes through
dispatch and receiving of instructors and trainees
respectively. Ihope PIPA will continue .to make e l aboraced
efforts to import proposals applicable to private industry
in international forums and further contribute to
development of the world iridustrialpropertysystem. I am
also devoted .t.o listening very careful~y .to your proposals
and inputs so let me have your most candid and frank
opinions and advice.

I wish you all a great success of the Congress and in the
future activities of your' Association.

Thank you very much.
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Greetings for K~nazawa International Convention

of PIPA (summary) by Honorable,MasaruUmeda
Engineer General, Jap?nese Patent Office

1. I am deeply honored to have an opportunity of giving you a

closing address .at .the 17th International Congress of·PIPA

2. The patent system is. reqllired to ensure greater

international harmonization than in the past as

international transfer of teGhndlogy alld merGhandise

3. The. patent offi.Ges in three principal I"egions, Le., JPO,

USPTO, EPO are jointly carrying out a series of pro ject.s to

assure international harmonization in respect of the patent

system and its operatingproGedures.

In this connection, we regard it meaningful to exchange

views and .id<aas between Japan and the Untied States on the

part of the private sectpr involving applicants, attorneys

and various prganizationsconcerned. I believe that PIPA

is commi ttedto a major role to paly in .thisf ield.

4. I understand that Japan and the U.S. groups mutually

presented results of study with regard to an extensive

range of themes on the industrial property and were

dedicated to thorough discussions for three days in this

patent system of each party practice.
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5. The necessity of· harmonization of laws and practices has

been urged since the inception of the Paris Convention in

19th century, but in fact,thereare a number of deterrents

against successful solution. The problem of international

harmonization must be reSolved in the long run.

I believe that any discussions for international

harmonization should not be a negotiation intended to bring

the system of a given country to those of others, but

should be intended to devise ways to ensure smooth

operation of the patent system.in quick response.to

developments in the international transfer and innovation

of technologies so that each country may acquire and

utilize

the knowledge ·and experience of other countries.

6. To achieve this end, it is essential to mutually understand

each party's patent system and operating practice from the

realistic point of view respecting the particular history,

culture and economy of each country.
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7. I understand that this Congress provided meetings on the

"Accelerated ExamiantionSystem"whichJPO began to

.implement in this February. Upon.introduction of. this

system, I also visited PIPA in last summer and exchanged

views and ideas wi thi ts officers. In this regard, as you

may have known I have the pleasure to inform you that our

new procedure incorporates your suggestion that this system

should be extended to the appeal examination, therefor we

provided "Accelerated appeal examination!' as well.

8. As you also know, t.his syst.emprovidesa .procedure which

expedites the initiation of examination of pending

applications for being gr"nted patent in high priority and

satisfy the requirements which we specify in the guideline.

However, I would like to draw your attention, since this

system is implemented within the constraint of limited

manpower reallocation, its effectiveness may possibly

diminish if the scope of such applications are

overexpanded.

Under ·the circumstances, you are kindly requested to

carefully select only those with high priority from a

realistic point of view upon filing your applications.
-,

9. In all cases, we are. planning to review the proper scope of

eligibleapplicat.ions."nd requirement.s afte, seeing the

development of the number of applicationsfor'a while and

consulting with the various organizations including g,oups

of U.S. applicants.
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The JPO is very open minded and the door is always 'open to

anyone and any organization who gives us constructive

suggestions to improve our system and to attainthe>goal,

harmonization of patent system, Next week, lOth of November,

we will open the door to discuss with you. I am looking

forward to seeing you at thePateht Office,

Thank yoU for your attention.
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~ction of Awardee, Mr.cHirano 

-~Y fih~£a Mifune, PIPA President

It is my great pleasure to introduce Mr. Akira Hirano who

receives PIPA Award on the occasion of this 17th

International Congress. He is the 6th awardee. Needless

to say, he has actively worked as representative of Fujitsu

Limited for long time. Now he is counselor of FUjitsu

Techno Research, Ltd. He acted as President of PIPA in

1977 and President of PIPA Japanese Group in 1977 and 1978

and served as Ex-officio of PIPA Japanese Group for 6 years

from 1979. Apart from PIPA, he has devoted himself for the

development of the industrial property system. In 1967 and

1971, he was president of Japan Patent Association and a

member of Special Committee of International Patent Policy

for years, and still now he is Honorary Counselor of Japan

Patent Association. For his long dedication to the

industrial property field, in 1976, he received Blue-Ribbon

Medal, one of the distinguished governmental award to be

given to a person who made contribution to science and

technological field. In the light of his brilliant back

ground and contribution to this area, I am sure all PIPA

members delightfully agree to nominate him as 1986 PIPA

Awardee; On behalf of all PIPA members I wish to express

sincere congratulation on his receiving the Award.

Thank you.

- Award Acceptance Speech 

by Akira Hirano

Thank you very much. I am Hirano. It is indeed my

greatest honor and pleasure to receive this most

prestigious PIPA Award. Taking this opportunity, I would

like to express deepest gratitude to all of you. I have
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been only serving as a very modest member of the board of

governors, probably for relatively long period of time, and

I feel very humble to receive this honor;

This time, the 17th PIPA International Congress is being

held in the city of Kanazawa, and I am afraid that American

Group Delegation has rather directly felt gloomy in coming

to Japan in the trend of today's stronger yen against

dollars than that of the time of SendaiCongress two years

ago. Also in Japan, except for a hanqfulof industries,

the advantage of stronger yen leading to lower import price

has not been experienced, because it'is'only,vanishing into

complicated and.rather strange·distribution system we have

in Japan, and only disadvantage of slow-down 'in export has

been experienced. Recession due "to strorig yen is becomfriq

cornmon trend prevalent in' industry across Japan. The

stronger yen and weaker dollar is expected to make

contribution to dissolution of economic conflict based on

inbalancedtrade between United States and Japan. However,

contrary .t.o such expectation in general,. Japan .still

registers trade surplus. In spite of <business pick-up in

the United States, even a voice calling for a stronger yen

rate of 120 yen to a dollar is heard from U.S. side.

In addition to such stubborn economic conflicts between

United States' and Japan, no sign is seemed yet that patent

conflict between the two countries' has subsided. Norrna LLy,

in the United States, patents are granted one year after

the application, whereas in Japan it takes as many as four

years and there is less favorable factor in relation to

publication that applied invention may be exposed to be

counterfeited before patents are granted. This has been

Following Netherland and We'stGermany, in' 1971, Japan

implemented early laying-open system and examination

request system. Examinationperiod'then4 years ha'sbeen'

shortened year by year. In 1980, it was reduced to half,
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two years and one month.. However, along-with expanded

volume of application filed in Japan, the time for required

for examination had continued to be lengthened. In 1985,

514,000 applications have been filed in Japan, and today

the time to require for examination is around·3 years. The

backlog is only to increase, and today time for examination

is increasing. It seems to be impossible to shorten the

prosecution time. The longer examination time only weakens

protection of ,rights. This time disadvantage is felt by

all applicants irrespective of their nationalities. If

they can be granted only weaker protection than what they

are intheir:.o\Yn countries, it is understandable<that

foreign applicants'frustrationwould get aggravated. By

all means:we have to·address.this question and'''·find

solution for it. Since 1976, JapanesePateht Office have

tried to strengthen patent management on the part of

private operations, shifting their-focus from volume to

quality. They have tried,hard to promote efficient

administration and also prompt examination so that they can

optimize their operation and administration to prosecute

their applications. .~evertheless, trenqof increasing

application volume still lingers in Japan. Competition in

the area of deveLopment to -survive corporate market

competion and expanded technological scope through highly

advanced technology are listed as primary reasons for

increase of patent application volume. Considerably lower

rate or percentage of publication and foreign applications

versus domestic applications than those of other

industr.ialized countries indicate to us that there is still

long way for us to go to realize our philosophy of quality

instead,of volume. Japanese Patent Office emphasize

amendment of patent law for next year to wash out all

technology. I believe strongly that alleviation·of foreign

applicants' frustration is '. the most urgent task tha.twe

have.to very seriously'to address.
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So much for, the frustration on the part of the United

,States, inJap~n, also the industry is becoming very

nervous about the strengthening of Section 337 of the U.S.

Tarrif Law. Meeting of the United States and Japan Trade

Commission was held in'Hawaii in August. As expressed by

the Japanese government at that time, the Japanese industry

is today getting concerned that the said amendment may be

used to restrict import of Japanese made goods into the

United States in conjunction with emerging'protectionistic

mood in, general. Particularly, their concern is that the

determination time taken by the U.S. Government on these

cases may be too short to allow foreign corporation to well

contest. I, therefore, <strongly hope that'free and open

dialogue between PIPA members makes step by step

contribution to solving various patent conflicts between

our"countries.

Thank you again for giving me an opportunity to express my

sincere gratitude.
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w. R. NORRIS

November 7, 1986

CLOSING REMARKS

The 17th Congress of PIPA is about 1:0 adjourn •. For some,

this may be their. last congress as career paths lead them in

other directions. Those that remain to carry PIPA's banner will

miss those departing but they need not th~~k they will be

forgotten asPIPA members have long memories. For all of us the

inspiration found here in Kanazawa will be a guiding force as we

participate in national and international legal institutions

addressing intellectual property issues of the day.

GATT appears on the verge of becoming a new force. How can

PIPA help to keep this force within constructive bounds? The

answer will not be easily found, but frank, honest and informed

dialogue that addresses better yet defines - the issue is a

starting contribution. Balancing of trade-offs that will occur

in the political process cannot be predicted but PIPA can help to

assure an informed result. As I personally assess the benefits

of GATT discussions of this topic - some of the indirect

implications are more interesting than direct results.

Discussion in GATT may stimulate WIPO initiatives to seek

learn about the value to local protection of an effective

internationally recognized regime for the creation and

administration of intellectual property rights.
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November 7, 19862

The very special thanks are extended to our honored guests

the Congress by their presence and

Thank you - I now turn the podium back to Mifune-san.

In concluding I want to thank all those persons who have

participated in this Congress,bothbehindthe.scenesand at the

podium. The papers have been excellent. It is clear that much

thoughtful research and analysis went into their· preparation.

contributions.

As Karl Jorda pointed out in his paper, a commitment to

harmonization isa·commitment to change. Again just how the

changes should be balanced requires patient. deliberations. It

behooves PIPA, Lthink, to closely follow the WIPO .initiatives.

If past experience is an example the WIPO secretariat,now that

the harmonization tree has taken root, will want to plant an

orchard. I think the Japanese Group has been wise to COncentrate

on justa few of the harmonization·proposals ... ·those which could

have the most profoundresultsor.greatest likelihood of

adoption. To irradiate all differences may sound good in

principle but it is not practical to.seeksuch a comprehensive

result. Tension produced by differences can be healthy genesis

of progress. Moreover, we must not lose sight -in •. the heat of

debate - of how far we already have come along the path of

"harmonization," IIcooperation" and IItransparency."



CLOSING OF FAREWELL PARTY

by Akira Mifune, PIPA President

On behalf of PIPA Japanese group, I would like to
express our sincere thanks for your cooperation to have
smoothly and successfully been able to hold the 17th Annual
Congress of PIPA.

We are sure that you could enjoy the short stay in
this historical North Capital where is blessed a plenty of
fresh.delicious sea foods and a yariety of traditional arts
and crafts as well as beautiful natures and historial
remains.

This is the l7thPIPA congress and my favorite short
poem "Haiku" also consists of seventeen, the same number of
the Congress, Japanese phonetic characters. In addition,
this area "Kagan in the old name, has yielded many "Haiku"
poets. So I would like to close the farewell party with my
original IIHaiku", following the precedent of Mr. Norris.

AKI OSHIMU KITA NO MIYAKO-NI TOMOTSUDOU

Regret Fall being over
Old friends are gathering to refresh close relations
In the historical North Capital

ISSAN-NO SAKE KUMI-KAWASHI KAGA MOMIJI

Drinking a cup of Japanese Sake
Makes the 'friends joyful,and
Leaves in Kaga change colors brightly

Look forward to seeing all of you again in Baltimore at the
end of next September. Have a nice and safe trip.

-30-



GUEST PRESENTATION "

ADDRESSllYDONALDW. BANNER TO PACIFIC INDUSTRIAL PROPERTY

ASSOCIATION

"Intel Iec'tuaf 'Prdperty'Legisl:atlon 'Being Conefdered

in" the United 'States ll

More intellectual property bills hive been prbposei! in the 99th Congress

during 1985 and 1986 than in any other Congress ever. By September

1986, 170 bills had been introduced involving patents, o"e'i100bills

had been introduced involving 'trademarks', and about 85 b::i:liS:'had. been

tntroduced-Lnvofvtng copyrights.

On the other hand, when these remarks were being prepared at the

begdririfng of Octobar',. with 'Cong-ress" rushing toward "adjourilment,"no

however, 'by mid -Octiober ,
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lntellectual property le$islation has been an active topic in the U.S.

Congress during the 1980s. A particularly large amount of intellectual

property legislation was enacted two years ago. Congress passed the

Semiconductor Chip Protection Act, the Trademark Counterfeiting Act, the

Patent Law Amendments Act of 1984, the Drug Price Compet-ition ·'ana.,,,:Patent

Term Restoration Act, and at least half a dozen other intellectual

property?~elat.ed items. Perq.aps it w~s t.he succeeedn 19~4.wll:i.c,h has

spawned the even greater number,of.proposals in 1985 and 1986.

One of the items of greatest interest in the 99th Congress is the

legislation to improve protection for process patents. Several bills

were Hnt.roduced during 1985 .and 1986 which dea'l.t; w~tl1 procesa patents.

The leading bills atthiswFiting~feS. 1543. in the Senate and H.R.

4899 in the House. (A one-page table at the end of these remarks

sUmmarizes the main features of the two bills.)

Bothpf,~he$e:b~lls.wou~d,~e ~t_~~q$~itute,i~~f~n~~nt,~~ a p;~cess

patent, :t~"im?q.rt.:into.tlte:U~S. or to use or sell in the U.S. a prcducr,

made :byt;hEt, .patent.ed p-roc,ess,. ProposaLs on this topic ,have, a long

his~:~.-rr' iI'l.:t~~ United States. -, Prpces,!;.,·pa.)=eqt :~e,g~$latiJ)ll;~a.,s

'recommended by the 1966 President I s Commis,_s:i.()n;~ll, _thep'atEm't,Sy~~tem and

even earlier.

ride on their R&D expenditures. Proponents have poin~ed out that the

major trading partners of the United States, including Japan, West
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Germany., France, and, the United Kingdom,': have provisions in their laws

similar to the process patent legislation being proposed.

The 'principal opponents of the prcceaa-patient; bills have: been'-the

generic drug'companies~ En" the summer of 1986 some' of the: dndust.ry

supporters of the Legd s Latidoncbecame convinced that the only:'way:to~

obtatrr-enactmerrtvof ahill-' this year was"to"negoti'ate' a' compromise ,with

the gene'rdc. eompand.as , The,'version of S", 1543 'considered during'

September- was",'a ,ccompromise:'bilL

Another:bill .t.hat; has :attracted' great interest this' year' lsthe:,

legislation to' amend. section ,:J37 of ,the-Tariff Acbof..' 1,930. Section 337

is the provision: which':authot:izeS- 'the' U.S • Internafional- Trade

Commission to issue exclusion orders against imports 'when :unfai'r: trade

practices are involved. Most of the cases arising under section 337 are

cases ,which: .LnvoLve-allegatiohsof 'patent'" inf:r:in'genlent-'~

The: section 337 amendments, in the 99th Congress :werefirstproposed by'

Senator: Laufenber-g. of New_·':'Jersey. His: bill':.ls'· S. ,1869~' Similar

provisions .are Lnr.t.he onmlbustradebillr' H.R.', :4800, 'passed <by:' the' House

of Repcesent.at.Lves-rt.hf.s :,year-, --and-: Ln .a separate:bi1l:' devoted to"se'ctlon

33Lamendments<.only,H.R.4747 • The most. important feature of the °

section 337 amendments is that intellectual prope:rty,infrfngemert~,

without more, would be treated as Itinjurylt for purposes of section 337.

r-equd.rementi. to .showorher. injury -beafdea-dnfrdngementi, . bhe'<LegdisLat'don
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would reduce the burden,and expenseo~obtainingrelief under,section

337.

H.R. 2434,a':bill which has been underconslderation in the Senate and

House for nearly two years, would authorize the funding. levels for the

Patent and ,Trademark Office for fiscal years 1987 and 1988. This

legislation is:import~nt,to those interested ineffective administration

of the Patent and Trademark Office and the' levels of fees charged by: the

Office. The bill limits the Office1s authority to charge fees for use

of the public search rooms and limits use of fee income to support the

massive search file·, automation project. The bill, also would renew and

make permanent the'Officels authority to reduce by SO percent the levels

of patent fees charged to small .businesses,independent inventors,and

nonpr-of ft; organizations.;

s. 1230 is a bill to implement chapter II of the Patent Cooperation

Treaty in the United States. Similar provisions also are a part of H.R.

'489.9.,Thislegislation.-:is :noncontroversial within .the patent bar and is'

supported by,:-the Reagan Administration. Its purpose, of course, Lscto

authorize the United, States to becomeinvolvedln international

preliminary: examining ,under PTC. At this: writing .uncertainty:exists

over whether the bil-l.will .paas , because of :'politicalissues: 'unrelated

to the merits of the bilL

the:!7 -year:-,terms of,patents~covering:,agrJcultural chemicals and animal

drugs. These bills would compensate patent owners for delays
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encountered in .obt.aLndng vapprovaL. f!:'om:the' Government; .to market -tihe i r

inventions. Thebilf:sare p~tterned:',after the Drug ,Price'Competition

and Patent,T~rm Rast.or-at Lon At:t o:t1~84"whic:h.gave aut.horLt.y-t.ovexcend

patent$, f9t:"up to five yeaF~ fqrhumand~ug inventions 'in Qrderto

compensate for delays by the Food and Drug Admini,stration in .approvmg

drugs for marketing.

H.R. 4316. is,a,bill which clarifies. the applicability of U.S. patent.law

to,acti\"ities,inoutE!r~pac:.la. The,bili amends the patent code to state

that B:~y:,i,nvellt,ion.made, used o~ so l.d Ln. outer "space on a .space vehicle

under--ehe control of the United States'ista,b~treatedthe :sameas an

invention made, used ,or sold within the ,United States,'for purposes of

the patent law. The bill makes an exception for international

agr~~ents which provide otherwise.

Both ithe Senate and .t.he 'House have.tpaseed versions of H'.R.',,~3773',,:a

bill called the Il,TechnologyTransfer Act, of 1986.,1' This legislation is

desig~la~ ~o promot~tr~nsfer qf,technology from federally owned and

operated laboratories t.othe private sector. A:provision of interest .to

the patent community would guarantee salaried employee-inventors in the

federal. .governmerrt., a pr'o,pet:,ty,rightin:;,inventions: made .on ': government

time anci:~:t,· government, expense, A,colllpromise, v,ersion;,of ,the', bill .wouLd

guarantee: the.dnventoes- C3:::,percentageof"royalty, incomei,:: up. to $100';000

per .:yea:r;', in addition t9.t1,leir sal.ard.es , ,when: their -Lnvencdons.rar-e
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U.S .:industry.'opposesthisinflexible, mandatory type 'of compensation

for salariedinventors"~ Indus t'ry- ,believes'it; is important for

management to, ,have"'freedomtCf:compensat'e. irivento'rs"and;all other"

empIoyeas 'in the 'tradft.tonaf manner, taking' fnt;o account; all' facetis of

a l l.vempLoyees t actnvft.Ies •

A highly controversial bill proposed by Senator Chafee, S. 2614, deals

with parallel, i'orllgray'-m'arketll~ import's'. ,;' Thfs bill is un I'LkeLy to be"

enactedthis:ye.,ar,'-but .pebbeb'Ly will ~be"d:msideredagain'next· year. '8.~

2614 ° would amend the Lanham Act and section 526 of the Tariff Actcif

1930 to,permit parallel imports irrespective. of requirements' in those"

two .act.s which ot.heewd.se.wou'ldveppLy;

The gray-market issue is being considered net;' only -dn bhe-Congt-es's but

also in the courts and in the executive branch of the government. Court

interpretations 'of' the law>a:ffecting':, parallel· imports are 'split:,. ''-The

Custom Service' currently is soliciting- publiccommeIlt: on two:' opt-tons

conce'rndngvpaeaHeL 'imports ;-'- 'labeling; eequd'rement.s- and "demarking"·

requirements. The deadline for<c'omment ta eu'stams isOctobe.'r,i17 ,.<1986~'

The Reagan Administration' this summerprop'ased'-' legislation "affec'tirig

technology' lice.nsing"under the antitrust laws "and" the:pa.te.nt·: misuse

doctrine. These: prov-isions' are,'partof,an,'administratic)n biTl: all

intellectuai>propertynumbered S. 2525 in the'Senateal1doH.R. 4808 in

this year, but perhaps will be reintroduced next year. One section

amends the Clayton antitrust law ta state that technology licensing
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practices shall not be deemed per se illegal in actions under the

antitrust laws. Another section changes the patent misuse doctrine by'

restricting the authority of courts to hold patent licensing limitations

unenfceceeb'le fc:jr'ap.eg'edlY.,.stippressing cOIllpe1:ft~on,\lnies,s,tl1~

limitations v10latethe antitrust laws.

~~Admi~i~~ra~io~bili'~lso~ontains~proVision'riotc9nsige~ed

Congr,ess:,this:'Ye~:r,~whichdeals with Li.censeeechaHenges to patent

validity. "I'he provision authorizes license, agre:~ents which::a~'1~w

either party-to terminate the a:gr~,¢IneI1twhen'tll,=!",Iicehseecha.lLengas'<t.he

Y<:iJidity of. the Lt.censed patent. "The, bill also states that it, is

permissible for such·agreements to provide for'the-licensee's

obligations to continue during the lawsuit ifthe'lidmse is not

1;ermin~t:ed.
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September 24'~ 1986

FEATURES OF PROCESS PATENT BILLS

All of the "bills make itconstitutepat:entin.fringemel1,t to per-form
the' acts of;importing into the U.S~ or using or selling in the U.S.
a product produced by a patented process. Features of the two
current bills are shown below. -

Feature

5.1543 as approved by the
Senate Judiciary Committee
Sept. 1,9

H.R.4899 as passed by
House Sep~ •. ~6

-----------------_._--------------------------------------------------~~~~..~-~~------~-
1.

2.

3.

4.

5.

6.

7.

Limitation.:"on
relief for products
ordered: before
notice of infringe
ment.

Patent listing
procedure

Exemption for
retailers.

Notice of
infringement r:

Shifting of burden
of- prccf ;

Effective date.

Coverage of
products that are
changed further
after the patented
process is used.

No injunction· arid no damages
greater then a reasonable
royalty for products sold
within 6 to 18 months after
n~ticeof;infringeme~tthat

were ordered before notice.

Limitation -on relief '(above)'
applies for only 6.months if

-patent' owner upon-eequest; lists
process patents owned for
making ,particular produqt.

No remedy against certain
retail sales for 18 months
after notice of infringement.

Notice adequate to start
runnitlg~.of-damag~s:.must
establish "substantial
likelihlJoci" of; infri~gement.

Provision shifting burden is in
text of bilL

Grandfather clause allows contin
ue~ imp?rt~tion_if prodtlctsused
or sold in U.S. on July1~ 1986.

Bill covers products that are not
Ilmat er i a l l y changed" by sub
sequent processes; bill does
not cover minor or nonessential
components of another product.
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No damag:es' greater thari:a:
reasonable royalty for products
received ,within 6 months after
notice that Were contracted for
before notice.

No' corresponding provisitin~

No specific exemption; retailers
covered by the 6 month reason
able royalty limitation.

Same as Senate. bill.

Not in bill~ but committee
report>states:committee intends
for courts to shift burden.

Effective against all products
~de or ~~~orte4 after date
of enactment. '

Bill covers products that are
not "materially changedll by
subsequent processes'.



SPECIAL PRESENTATION

Industry View

GATT and Intellectual Property

by William S. Thompson, CATERPILLAR, INC

The eighi;l:llmajor round of the General Agreement on Tariffs and

Trade ( GATT) Will o·fficially begin in early 1987. The agenda

adopted at the September 1986GATT~linisterialMeeting in Punta

del Este, Uruguay, r-eco.grri.zea the need to; strengthen GATT.

Minis.ters also agreed to draft trading rules to hroaden.GATT to

intellectual property rights, irnvestments, services, and agri

culture. Amoratoriu.ni· on fur.therprotectionist measures was
announced,

GATT negotia.tions· offer maj"or 6!:ll8.11engesand opportUnities for

largecompartiesto which import competition and exports are

impnrtant.

Ifthesetalksfail,protectionist ptessutes in the U.S. and

abroad will grow. Trade dispu.tes and reliance on bilateral

agreements would increase. .l"or multinational companies world

The GATT agenda agreed to in Uruguay is' consistent with U.S.

negotiating priorities. The United States Ttade Reptesentative

(USTR) has specifically identified the "fundamental trade

issues ... asagri6u.lture, intellectual prcpertytights,trade

in services, foreign investment, and streng'thening GATT's
settlement "

The current talks,being called the "Uruguay Round;" could be

vital to the future effectiveness of GATT. Fliigbl uJiemplo.yment

in Euro.pej debt problems in the third world; declining revenues

in OPECj a rapidly appreciating cu.rrency in Japanj and a U.S.

mez'ehandii.ae trade deficit approaching $170 billion in 1986

reflect the pressures on the international tradingsys.tem and

the importance cf the Uruguay Round.
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trade would become more complicated, costly, and lessconduclve

to growth.

GATT negotiations will·affect key corporate strategies: global

shopping, facility modernization, and marketing. This analysis

explains the basics of GATT and . sets initial. priorities and

str",-tegy for influencing the negotiations. Further analyses

will be done as talks proceed oyer the next four to six year!'i.

I. GATT B",-ckgroundand Mechanics

The .Gener",-l Agreement on T",-riffs.and Tr"'-d~tookeffect in. i948.
It remaa.ns the principal international mechanism throug]:Lwhicl:L

trade b",-rriers are reduced ",-nO. other tr",-de frictions addressed.

The GATT provides a code.pfru.les, a f'orum for c01IDtr.iesto

discuss and negotiate tr",-de problems, and nqnbinding'.'dispute

settlement" procedures. GATT's power derives from a ccmm.itmerrt

by m",-jor tr",-ding countries to t<J.ke responsibility for maint"'-ining

the tr",-ding syste~ and refr"'-in fromunil<J.ter",-l actions th<J.t under

cut the system.

Currently9~ countries· ",-re. members. These include most of the

"free world" and "'-f.ew nonmarket e conomi.e's such as Poland, !Il.>ngary,

and. Yugo~l",-vi"'-. (A Soviet ",-pplic"'-tion for membership has been

rejected, China's might be ac cep'te d becauseof thatcoUlltry's

reforms tow",-rd a market economy.)

The GAT.T. tre",-ty rests on five f'undamerrt a L principles:

1. Nondiscrimination. GATT.members must grant each other e~u",-l

tre",-tment. This oblig"'-tion is ..embodiedinthe "mos t-sf'avo r-ed

clause

~. ~ransparency. Protection given to, domesti.c industries lI1flybe

only through visible customs tariffs •. Quantit",-tiye
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restrictions (quotas, licenses, etc.) are allowed. only to

easebalance-of"-payment.· difficulties.

3. stability and predictability. Members are to follow agreed
upon tariff schedules. Tariff increases for one product must
be offset by decreases in tariffs on another product.

4. Consultation. The first step in resolving trade disputes
must be consulta.tion between affected nations. If that
fa.ilS, the organization's "dispute settlement procedure" must

be followed.

5. Exceptions. Member nations realize that compelling economic
problems may warrant exceptions to standard GATT practices.
GATT 's"escape clause" . sets the parameters for such.relief;

Since the original GATT treaty was approved, a series of inter
national negotiations has put GATT principles into practice•.
The first six GATT rounds focused on reducing tariffs. Average
worldwide tariffs went from 40·percent to less .. than·5 >percent.

The most .:recent GATT talks, the . "Tokyo Round" (1974 to 1979) i

also addressed nontariffbarriers. A"codeof conduct"approach
was used. Six codes on nontariff· issues were adopted: subsidiesl

countervailing duties, government procurement ,anti-dumping,
customs valuation, and standards and licensing.

is
GATT membar-s,')

-41-

:he



The Uruguay Round will followa. code of conduct approach. By
year-end 1986, separate negotiating groupswill.be established
to deal with individual issues ·including intellectual property.
An·oversight committee will finalize preparations for the new
trade r-ound. which is to officially begin in Geneya in early 1987 •

Ongoing negotiations, organized around individual issues, will
proceed for four to six years. TheUSTRis the "1ead"U.S. agency
for these talks. USTR will CO or<iinat e negotiations from
Was4ington rather than.Geneva,to.allow.closer contact. with the
U.S. business community and Congress. The Industry sector Advisory
Committees (ISAC) will playa prominent role, advising USTR of
industry concerns.

Upon conclusion of the ·negotiations, completed codes.willbe
submitted to member nations for ratification.

Of course, thisfour-to-six year GATT process won'.t tal<:e place in
a vacuum. The business .of "managing the worldeconomy"wi:J.:J.con
continue. Bilateral .t.alks;·· regularly scheduled· international

economic meetings; yearly summits of heads of state; and
will GATT proceedings.

As these events influence the trading n ·. n n. Ie·····.··

positions will need to be ~pdated to ensure they are relevant to

the negotiations and a company's business strategies.

Member nation ratification is virtually automatic in some countries.
In the U.S., Congress must provide the president negotiating
authority and approve the. finaL agreement • To strengthen the
U.S. negotiating position, Congress has traditionally prOVided
"fast....track negotiatingauthority,"which means Congress will
vote on the tre:;l.ty wi tihou't amendment. congress then must pass
legislation changing U.S. tr:;l.de laws to comply with the agreement.

(The Trade Agreements Act of 1979 made.U.S. law consistent.with
the Tokyo Round treaty.)
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Intellectual Property Rights

GATT does not have a code specifically protecting intellectual

pr0"'Jertyrights - patents, trademarks, copyrights, industrial
designs and trade secrets. GATT indirectly addresses intellectual

. property rights in five clauses which recognize the principle of
intellectual property. rights., but do not offer comprehensive
protection. Acode drafted late in the Tokyo Round but not adopted

would have deterred importation of counterfeit trademark
mez-chandase,

The U.S., E;E;C., Japan andcCanada accepted the draft tradema.rks
code. Bu.t the NICs would not. Because many counterfeiting
problems originate in the NICs, their failure to accept the code
made its "value" questionable, so it was not adopted.

Section 337 of the Tariff Act of 1930 is a primary statute
protecting intellectual property rights in the United States as
they might be affected by imports. The pre-GATT law empowers the
International Trade Commission to bar imports which have benefited

from unfair trade. practices,including infringement of intellectual
property rights.

Non~U.S. intellectual property rights protection varies greatly.

In many Asiancount:r'ies (e.g. Pakistan, Malaysia, Singapore,
Taiwan), there is-a "predisposition to copy."

Mexico, a new GATT member, is being pressured by a coalition of
U.S. businesses, to address deficiencies in its intellectual
property laws. To date, Mexico has agreed to increase patent
protection from 10' to 14- years. (American fims want 17 to 20

In Mexico no S to
be replaced by Mexican trademarks; such "trademark linking" is now
voluntary.
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Besides eroding marketing advantages pr-ov.ide d by company .research

and development, insufficient intellectual property rights

protection hurts company modernization efforts in plants abroad.

Many U.S. software compames., for example, refuse. t o allow their
software to be usdin Brasil which. has. poor intellectual property
PFotection. This restricts foreign subsidiary companies from doing
business abroad following the S13Jlle methods.e.s "in home ceunt r-i.es ,

Similar problems can be expected in·otherLDO .. coUntries

An emerging industry position is :that GATT should:

1. Ratify the anti-counterfeiting tradem~rks .code dra~ted d~ring

the Tokyo Round.•

2. Go beyond trademarksprot.ection and develop etandar-de for

protection of patents, copyrights, trade secrets and industrial

designs.

3. Provide for a. meanin~ul enforcement mechanism.

While GATT ponders •action .on ·iintellectual property protection,
industry will continue to urge changes in U.S·. law that Would:
make intellectual property protection absolute and not contingent
on the injured firm proving injury and efficiency (thereby

reducing the cost and time required to obtain relief); .bar U.S.

imports produced by a process patented intheU .S.; and empower

the ITO to seize such articles already imported.
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ABSTRACT

The revision of the Japanese Patent· Law is being studied
now and will be in enforce in the near furture. One of
the revisions is theaIllendment()f·· the multiple cialIR
system and the other is the alteration of the terms for
procedures ,etc. These revisions. aim at thel'roper
protection of patent rights and the international
harmonization of the patentiapplication systems ,
We. now report mainly about ."the amendment of the
mUltiple claim system" in these patent·law revisions and
also the influences of the new multiple claim system on
practical business when the new system is .employed.

I. Preface

Techniques recently developed have become higher and

become more and more complicated as well as the development

of leading techniques and wide international technical
interchanges have become more and more active. In the field

of the Industrial Property Laws which play important roles as
the bases of the progress of industry,.the promotion of

technical interchanges, etc., with .• these circumstances as the

background, various demands have been made for the

international harmonization of the.systemby domestic and

foreign applicant.

In J.apan, the fOllowing partial r evLs Ions on the

the.se demands.

1. Amendment of Multiple C.laim System

It is being s t.udied that the Japanese. patent Law Will be

revise.d to introduce anew multiple claim .systemof enlarging
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the range of the unity of application and admitting the

descr iption of plural claims in versatile expre as ions as the

mUltiple claim systems in the European and U.S. Patent Laws.

If the new multiple cla.im sY"tem is employed, the

results of 'a technica.l development can be filed en bloc'as a

patent application in a versatile and fully claimed form and

also the international hanrionizationof the patent

application system can be realized.

2. Alterations of various Period, etc.

(l) Extension of the Presentation Period of Priority

Certification

In the existing Japanese Patent Law, the above-described

period is "wi thin 3 months from the date of application". It

is 8eing studied, to chanqe vche period longer,

,(2) Extension ofOpposi t ion , Period

In the existing Japanese Patent Law, the above-described

per iod is ,"within 2 months from the' date of public notice of

application". It isbEling studied to change the period

longer.

(3) Abolishment of the Limited Effective Period for

Publications in Foreign Countries in Invalidation

Trial

In the existing Japanese Patent Law, there is a

restriction that an invalidation trial against a patent by

using publication{s) published in a foreign country only

cannot be demanded after five years from the registration of

the establishment of the patent right. It;is being studied

to abolish this restriction.

(4) Revocation of the Reservation Based on The Patent

CoorporationTreaty ,Article 64(2) (a)

The period of submitting a translation for an

international application in the ,case of demanding the

"within one year and 8 months from the priority date". It is

being studied to change the period longer.

'If the revisions ,(l) .co (4)desc:ribed above are

employed,eachprocedure will become easily'for foreigners as

-48-



compared to the existing procedure in the Patent Law.

As stated above' the study of revising the Japanese
Patent Law includes various points but in our report, we

report "ourproposat for amending the multiple claim system"

which is anticipated to give the largest influence on the

practical business for applications.
The Patent Office is now proceeding investigations with

laying the bill before the Diet and enforcing the new systems

in the near future.
In addition, the existing multiple claim system in the

Japanese Patent Law was' once reported in the Fifteenth

International Congress held in 1984'at Sendai,Japan.

II. Background for the Amendment of MultipleClilim System

1. Necessity for the Amendment of Multiple Claim System

Since sin the existing multiple claim system in the

Japanese Patent Law, the claim must be, in principle,

expressed by one indispensable term,there'is a restriction

on the description 'of an invention which is a result ofa

technical development by versatile, plural claims in

conformity with the content of the highly developed and
complicated technique.

Furthermore, in the existing so~called united

application system, (plural inventions in one application) in

the Patent Law, the unitable factor (Le., the factor that

p.Lur.a.l, inventions can be described in one application) is on

only different invention{s) which have a relation with one

sUbject,' inention and is ,restrictively enumerated in the text

of the Patent Law. Therefore, there are cases that plural

inventions the mutual technical ,relationship 'of which is

increased with,the progress of the recent technical

it has keenly been demanded to expand the allowable range of

the unity of application.
2. Claims in the Japanese Patent Law

In the Japanese,patentLaw,it'is required to "describe
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only the matters indispensable to the construction of an

invention as an independent claim" (the Patent Law,Article

36, Paragraph 4) in the. claim and hence it'is not admitted to

describe plural claims about substantially same inventions'.

Furthermore, the Japanese Patent Law prescribes a
principle of the application for one invention by specifying

"a patent application shall be made for each invention" (the

Patent Law, Article 38) and as exception,it is admitted to

describe two or more "inventions n in one application only

when these "inventions" have a relation with each other and
are included in a single technical idea. Even in this casej

however I the un i.t.Lnqiof plural Invent Ions. is admitted in" onLy

the following restrictively enumerated range:

(One application for one invention)
Article 38

An application for patent shall be made for each

invention. Provided, however, that even with respect to two

or more inventions, if such inventions have any of the

following relationship to one of said inventions which is

claimed. (hereinafter, is referred to as "the specified

invention"), an application for patent;may be made with one

and t.he . same. request as for the specified invention;

(1) inventions which have as the substantial part of

the features indispensable· for the constitution of the

inventions the ",hole or the substantialparLof the features

indispensable for the constitution of . the specified

invention ,and which achieve the· same purpose as that of the

specified invention;

(2) when the specified invention is .an invention6f a

thing,inventions of process for manufacturing the thing,
inventions of. processes. for using the thing, inv.entionsof

machines, instruments, equipments and others for

utAlizing theprpperty of the thing;

(3) when the specified invention is an inventiopof a

process, inventions of machines,instruments, equipments anu

others used. direc,tlyinthe wprkingof.the invention of the
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process.
3. Claim Systems in Foreign Countries
In the International Patent Application system, the

European Patent Application .system, the.U.S. Patent
Application system, etc., the claimsystememployed.is,

plainly speaking, a system of "describing matters to be

protected". and there is no problem about the patentability of

claims in one application to e<i\ch other.
Also, the range of inventions which can be described in

one application, that is, the unity of application is
relatively broad in these claim systems.

For example, Article 82 of the European Patent

Gonvention(EPC) states that "a group of inventions which

relate to each other to form one invention or.a single

inventive concept" can be included in one applic<i\tion and

this way of thinking is same as. that in the Patent

Cooperation Treaty (PCT). That is, Europe and the united
States have introduced almost the same way of thinking in

regard to the provisions of patent laws and rules.

It can .be said that in this point, these claim systems

:l<i\rgely differ from. the claimsystem.of the. Japanese Patent

Law, in which the cases capable of including plural

inventions in one application are restrictively numerated in

the patent law.

At any rate, in the European and U.S. patent iaws,.only

the case which is considered to be clearly lacking in unity

at . a glance is indicated and other substantial judgement than

the indicated matters is left to anexaminer'.s discretion.

4. Problems on the Cl<i\imSystem in Japanese Patent Law

On the Japanese patent lay system having the claim

system qifferentfrom.the foreign claim systems as described

above, the following problems are indicated.

The restriction about the width of .Lnvenr Lons which can

be included in one application is lacking .inflexibility as
compareq to the claim systems in the foreign patent laws.

For example, the following cases .ar.e regarded to. be
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lacking in unity of application:
1. A thing and a process for manufacturing an

improved material of the thing.
2. A communication system composed of a transmitter

and a receiver, the transmitter,and the receiver.

(2) Plural Independent Claims
It is not admitted to described plural independent

claims about substantially same inventions in one application

and even if these inventions are separately field as patent

applications, only one of them is patented.

Claim 1

A composition for improving light-resistance of
polyethylene, comprising compound A and compound B in

the specified ratio.

Claim 2

A method for improving light-resistance of polyeth~

ylene, which compr ises incorporating compound A·· and

compound B in the specified·ratio into polyethylene;

Claim 3
A polyethylene composition showing improved light

resistance, comprising polyethylene incorporated with

compound A and compound B in the specified ratio.

Under the existing claim system of the Japanese Patent

Law, only one of the above three claims is admitted.

5. utilization Modes of Multiple Claim Systems

The 15 cases shown in Table 1 are the cases where the

inventions.were not allowed to·beclaimed in one application

in the existing Japanese patent law system.
However, many cases in the 15 cases are allowed to be

field in'one patent application as inventi6nshaving unity of

application in the U.S. patent applications and European

patent applications.

claim system in6ur proposed revisions of the Japanese Patent

Law, some of these cases will be allowed to be filed together

in oneapplicalion as theU. S. patent applications and

European patent applications.
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III. OurProposaFfor AIllelldirig Multiple Claim System

1. FundamentalProJ?osalforRevisions
(1) AIrielldment' of the Description of Claims (Revision of

the patent Law, Article 36)
It isdesirahle that/the revised Aiticle 36 adnlitsto

claim all the inventionsinone,application,as16ngas "the
inventions to be protected" are supported by the whole
descriptions of the specification. If the above revision is
employed, .i.ti.sconsidered'thatclaim.sill 'a Japanese
application will be able tobedesctibed as those in the
cases of U.S. and European patentappHcatiolls and dependent:
claims will be examined as the independent claims.

Practically, plu.ralindeperidentclaims about
substantially same inventions to be·protected-will be
admitted;

(2) Expansion of'theRange ofOnity of Application
(Revision of the rpatentr.aw, Article 38)

It is desirable that the revised Article 38 admits to
file one patent application on inventions having an intimate
relation with each other (e.g., inventions having a high
technical relationship with each other in view of the
objects, constitution, effects ,etc., of the inventions) .·If

the above revision is employed, it is cbnsidered that the
range of the unity of apJ?licationbecomes fundamentally same
as that of EPC.

Practically, it will become 'possible to file each of the
cases 4,7, 8, 9, 10, and 15 shown in Table las one patent
application in addition to those on 'which the unity'of
application is admitted by the existing multiple claim
system.

2. Additional Proposal for Revision

of Patent Right (Revision of the Patent Law,
Article 185 or new establishment)

It is desirable that the I'evised ArtiCle 185 or new
Article admit to abandon a patent tight having plural Claims
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on each claim.andtile abandonment; will become effective after

the registration thereof.
(2) Clarification of.the Subj~ct for Demanding

Invalidation Trial (Revisi"n of thecPatent Law,

Article 123)
It is desirable that the revised Article 123 demands an

invalidation trial to apatce.nt having Plural claims on each

claim.

IV. Influence of the. Revision ofcthe Multiple Claim System

If the Japanese Patent Law is revised as we·propose

apOVe,new mUltipleclil~msystemandctherangecforthe unity

of applicati0llwill .becoll\e similar. to th.ose of EPC.

As the result,.th~internationalharmonizati.onwill be
realized about the protection of illvention, the application

procedure, etc., and our proposed revisions of the Japilnese

Patent Law will have a large significance for not only

Japanese butalsoforceigners. It ·;isconsideredthat the

amelldment Of the multiple claim system, which. we propose, will

cilus;ethe fOllowing influences.

L Sufficient Protection of Invention

Since one invention can be protected by plural claims>in
a versatile expressionilnd also plural inv~ntionshavingan

intimate relation with .each other can be filed together in

oneilpplicatioll, an inventi"n or inventions wUl be

integrally and inclusively protected.

Also, since allclaimscofanapplication are examined,

thescop~ of the invention (s}. having patentability will

become clear and theillvention,(s) will be protected py more

proper scope.

2. Reduction of the Number of Applications, Curtailment

of Expenditure

unity of application in the existing ,J"apanese Patent Law is

one of the factors of.incr.easing the number of.ilPplicatioins

in Japan as compared to those. in foreign countri.po.

Accordingly, cit is expected tha.1=: the number: of applications
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is considerably reduced by our proposed revisions of the

Japanese Patent Law.
This will cause a curtailment of expenditure on

applications for applicants (enterprises). But in order to

effectively reduce the number of applications r it will be

necessary to precisely grasp plural related inventions being

created in an enterprise. This will become one of the themes

which must be solved hereafter by Japanese enterprises.

It is diffic.ult to estimate the number of applications

which will be reduced. According to the result of the

questionnair (enquete) made by Japan Patent Association to
Japanese enterprises, 9.1% of the total application number is

estimated to be reduced.

Also ,in Japan ,the Internal. Priority System has been

introduced from November 1,1985 and if the system is

effectively utilized, there is a possibility of further
reducing the number of applications.

3. Reduction of Effort for Making.Application Documents

If the Japanese.patent ·Law is revised as we propose

above, the difference in the description of claims between

the specification ofa J.apanese application' and the

specificationofthe.sameapplication for foreign countries

will become less, whereby the effort for making application

documents in the case of making an application from Japan to

foreign countries or from a foreign country to Japan will be
reduced.

4. Influence on Intermediate Procedure

Caused by·the increase of·applicationseach including
plural inventions, the increase of official actions by the

reason of lacking in the unity of application or theillcrease

of official actions each·to only a part of plural inventions

included·inoneapplication are expected.

described above, it is considered that the number'of

divisional applications will be increased;

Furthermore, with the expansion of the range of patent

search as described below, the increase of.effort and
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expenses in the case of lodging opposition is also

considered.

5. Influence on Patent Search
Since one invention is versatilely expressed in one'

application and also plural inventions are unified together
in one application, it is considered that·the number of

International Patent Classification (IPC) given to an

applicatioin will be increased. Acc:ordingly, in the case of
per.formingthe patent search, there will be . possibilities

that the search. range <is enlarged as compared to'. conventional

case and also· the effort and that expenses for.·the. patent

search:are:increased.
On the other hand, however, since one application

includes plural related inventions, the value of the

applicationasa.technical information will be increased.

6. Res judicata

If the Japanese Patent Law for amending the mUltiple

c:laim·systemis revised as we propose above, it will be

admitted to describe.plural claims in one vappLi.cat Lon and
hence. there will be a problem whether or not res judic:ata,

i.e., the power of the judical decision already confirmed in

a Piitentsuitwhereina plaintiff insisted on only a part of

plural claims inc:ludedina patent right is also effective

for other claim(s).

It is..considered that. in the United States,. res judicata

is not effective for the whole patent right inc:luding plural

c:laims but for only each .c:laimandalso r e s i.judI cet.a is

substantially effec:tive ..£orc:laim(s) substantially same as

thec:laim(s) to which the judic:al decision was made by the

legal theory .of estoppel, and in West Germany, res jud.ic:ata

is effec:.tivefor the whole. patent right.

In Japan, this problem shall be finally judged byc:our.t

the whole patent right f rom theac:tual situation of patent

infringement and a dispute is. solv.edby onesuit,the
pO$.$ibiH ty of.interpreting.that. res. judicata iseHective

for the whole.. patent right may be high.
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Accordingly, it is considered to be necessary to insist
on all the insistable claims in a patent. right infringement .

.suit.

v. Conclusion·

The revisions of the Japanese Patent Law mainly aiming

at the amendment of the multiple claim system is being

studied intllegre"t'stream·of the intern"tional
harmonization of industrial property 'systems;

It is anticipated that the final text is decided in the
near future and the new·systems have great influences on the

practical business. Under circumstances, it is considered to

be very signific"nt that we report the direction of the

changing state 'of the.:rapanese Patent System including· our
proposal.

We shall be happy if our report is any help to 'you.
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Appendix 1

It is expectedthat .cas e Nos. 4, 7, 08, Q, 10, and 15 0in

the cases shown in Table 1 described above, of which the unity

of application was admitted in U.S.A., EPO and West Germany,

are admitted to have the unity of application inJapan,the

claims of these cases are ' shown, below ..

No.4. Compositions each composed of different components

and having 00 same effects 00

Examples shown below relate to 11 patent applications

filed ~by,a'sameapplicantat;;a sa-orne day~' The compositions .of

these patent applications each differ in components. However,

some components are common and the:cqrnpositions;each has same

effects and same objects.

Under, the existing Patent Law, it is not allowed to claim

these compositions in one application and hence it can be said

that separate applications at a same day are the best policy.

"Oil-containing synthetic resin composLt.Lon"

Ingredients:

1. Synthetic resin

2. Lubricating agent

3. Higher fatty acid, its salt or its alkyl ester

4. Nonionic surface active agent

5. Polynorbornene elastomer

6.
0

Mica

7. Fibrous filler

8. Metal powder

9. Solid lubricating agent
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No.7. Method for forming a carbide layer on a ferrous alloy

surface, treating composition and 'method of preparing

the composition

Claimsland' 2 are allowed, but Claims 1,2 and3,and

Claims 1 and 3 are not allowed in one application in Japan.

However, Claims l,_ 2 and 3 were allowed 'inoneapplication in

U.S. Patent No. 4,230,751.

stituent ingredients: X and Y.

Claim 3.

A method of preparing a·treatingmaterial according to

Claim 2 which comprises: step III and s.t.ep IV.

Claim 1.

A method for forming a mixed carbide layer of one or more

.Va-group.elements>andCron a ferrous alloy .whichcomprises:

step I and step II.

Claim 2.



No.8. Apparatus and same on the different aspect

In the following example, an element of an. apparatus has

some specific inventive characteristics 00 the different

technical aspect.

The following claims are not allowed to be set forth not

only in one application but also in separated three applica

tionsin Japan, because those claims are lack of unity or those

applications include the same embodiment of invention.

Claim 1.

lUl apparatus comprising;

a first means X, a second means Y, and a' third means Z

for making. the electrical connection of X.and Y.

Claim Z.

An,apparatus comprising;

a first means x, a second means Y, and a third means Z

for making the mechanical connection of X and Y.

Claim

An apparatus comprising;

a ,first means X, a second means y , .and a<_third ineans Z

for making the thermal connection of X and Y.

. (The third means.. is a. same thing in each. embodiment on

each claimed invention and has good electrical conduc- .

tivity,· high mechanical stiffness and good thermal con,..

ductivi ty. )

No.9. Communication System and components thereof

The,.,:following;ls well knownras .an exampleof"II:compination

and subcombination".

It is not allowed to set forth any of two or three ofr •the

Claim 1.

A-'communication syscem comprising a:spe_~ific:transmitter

X and a specificrece,iver::Y.
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No , 10. Semiconductor circuit, definite structure'·of; 'semi

the application circuit

Claim 2.

A specific transmitter X

Claim 3.

A,specificr'eceiver Y

As shown. in the follbwifiiiexainple; in Ja.pa.n,Clairit land

Clairit 3 are sometirites allbwedto be set forthirioneapplica:"

tion. But either set of Claims 1 and 2, Claims 2 and 3 or

Claims 1-, '2:and3 is': not allowed'in::'one;fapplica-tidIi'.

Clairit l.

A monolithic semiconductor
circuit comprising a transistor
PNP, a transistor NPN, current
supply means INJ, input terminal
B and output terminal Cl and/or
q.

Claim 2.

A monolithic semiconductor
device comprising a region to
form a lateral PNP transistor
Tl and a region to form a verti
cal transistor T2.

Clairit 3.

A monolithic semiconductor
circuit comprising PNP transistors
Tl and T3, NPN transistors T2 and
T4, current supply means I, input
terminals El and E2 and output

••••••••••••••••••• m ••••••••••••EI==b~~·I~=b=.E~



No. 15. Deterioration prevented polyethylene

Claim 1.

A composition for improving light-resistance of poly

ethylene, comprising compound A and compound B in the spe

cified~ratio.

Claim 2.

A method for improving light-resistance of polyethylene,

w.hich comprisesincorporatingcompollnd A and compound B.in

the specified ratio into polyethyl"'ne.

Claim 3.

A poly~thylene c:.OlllPos~t:ion .. showing,improved, light

resistance, comprising polyethylene incorporated with compound

A and compoundB in the specified ratio.
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IN SEVERAL COUNTRIES.

UNITY OF INVENTION UNDER TRE PCT

CATERPILLAR INC.
J. W. Keen
W. S. Thompson

{L'i) COMPLY WITH THE PRESCRIBED PHYSICAL REQUIREMENTS;

(i) BE IN A PRESCRIBED LANGUAGE;

PCTHISTORY

(CONDENSED TEXT)

. .
(iv) BE ,SUBJECT TO THE pAYMENT OFTRE PRESCRIBED FEES.

(iii) COMPLY WITH THE PRESCRIBED. REQUIREMENT OF.UNlTY

ING OF PROTECTION FOR INVENTIONS WHERE PROTECTION IS SOUGHT

DESIRING TO SIMPLIFY AND RENDER MORE ECONOMICAL THE OBTAIN-

ARTICLE 3 EMPHASIZES FOUR PRINCIPAL REQUIREMENTS OF THK INTERNATIONAL

RULES, SUBJECT TO CERTAIN RESERVATIONS, ENTERED INTO. FORCE ON JANUARY 24,

APPLICATION WHICH SHALL:

1978 FOR THE ORIGINAL SUBSCRIBING COUNTRIES INCLUDtNG THE UNITED STATES.

AS RECITED IN ITS PREAMBLE, A'PRINCIPAL AIM OF PCT IS:

THE PATENT COOPERATION TREATY (PCT) COMPRISED OF 69 ARTICLES AND 96



EACH OF THESE BASIC REQUIREMENTS ARE ,FURTHER SET OUT OR DEFINED IN THE

RULES WITH THE SPECIFIC RULE APPLICABLE TO UNITY OF INVENTION BEING RULE

13.

TO PRESERVE THE ADVANTAGES OF PCT,; ARTICLE 27 PROVIDES :

NO NATIONAL LAW SHALL REQUIRE COMPLIANCE WITH REQUIREMENTS

RELATING' TO THE FORM OR CONTENTS OF THE INTERNATIONAL

APPLICATION/DIFFERENT FROMOR ADDITIONAL' TO THOSE WHICH ARE

PROVIDED FOR IN THIS TREATY AND THE REGULATIONS •

WHERE THE NATIONAL LAW PROVIDES, MORE FAVORABLE REQUIREMENTS

THAN THOSE ,PROVIDED BY THE 'TREATY MAYllE APPLIEDllY A

NATIONAL OFFICE.

IN ESSENCE, THE TREATY IS PREDOMINATE OVER NATIONAL LAW WITH RESPECT TO

MATTERS OF FORM OR CONTENT AND IN PARTICULAR THE QUESTION OF UNITY OF

EXCEPTION IS THAT THE CONTRACTING STATES MAY EXTEND'MORE FAVORABLE
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PROVISIONS WHEN THEY ARE IN FACT VIEWED AS MORE FAVORABLE BY THE

APPLICANT.

UNITY OF INVENTION REQUIREMENT

THE "UNITY OF INVENTION" REQUIREMENT. HAS GENERATED CONTROVERSY IN

PRACTICE BEF.ORE THE U. S. INTERNATIONAL SEARCHING AUTHORITY (ISA) • UNITY

OF INVENTION UNDER PCT IS GENERALLY DESCRIBED IN RULE 13 AS ·FOLLOWS:

THE INTERNATIONAL APPLICATION SHALL RELATE TO ONE INVENTION

ONLY OR TO A .GROUP 'OF INVENTIONS SO ·LINKED AS TO FORMA SINGLE

INVENTIVE CONCEPT ("REQUIREMENT OF UNITY OF INVENTION").

RULE 13.2 GOES BEYOND TRE GENERAL DEFINITION TO EXPRESSLY PERMIT

GROUPING, IN CERTAIN COMBINATIONS, DISTINCT CATEGORIES OF INVENTION

EITHER SPECIALLY ADAPTED OR SPECIFICALLY DESIGNED IN RESPECT TO ONE

ANOTHER. . SUCH CATEGORIES •ARE· AS FOLLOWS:

A PRODUCT

A USE OF A PRODUCT

APPARATUS FOR CARRYING OUT A PROCESS.
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HISTORY OF UNITY IN THE UNITED STATES

AT THE TIME PCT CAME INTO EFFECT, THE CONCEPT,ORMEANING OF "UNITY OF

INVENTION" WAS NOT WELL DEVELOPED IN U.S. LAW OR PRACTICE. HOWEVER, THE

SAME OBJECTIVE OF PERMISSIBLY GROUPING INVENTIONS INA GIVEN CASE WAS

HANDLED TIllWUGH OUR RESTRICTION PRACTICE. THE FIRST INSTINCT OF THE

USPTO WAS TO BROADLY ADOPT THE PCT, UNITY STANDARD ACROSS THE BOARD

APPLICABLE TO BOTH PCTAND NON-PCTFILINGS .A'PROPOSED AMENDED RULE 141

ENTITLED "DIFFERENT INVENTIONS IN ONE APPLICATION" WAS PUBLISHED ON

FEBRUARY 8, 1977 FOR PUBLIC COMMENT. IT WAS VERY CLOSE TO THE PCT RULE

IN THAT IT PERMITTED ,GROUPING OF, INVENTIONS LINKED TO FORM "A SINGLE

GENERAL INVENTIVE, CONCEPT'.'. FURTHER;' ITSPECIFICALLY>PERMITTED'GROUPING

OF DIFFERENT CATEGORIES OF ' INVENTIONS EITHER SPECIALLY ADAPTED, OR

SPECIFICALLY DESIGNEDWITIFRESPECT TO EACH OTHER SUCH AS:

(i) PRODUCT AND>PROCESS FOR THE>MANUFACTURE'OF,THE<PRODUCT.

(Lf.) PROCESS>ANDAPPARATUS FOR CARRYING OUT THE PROCESS,

SPECIES/GENUS WERE INCLUDED BUTBASICALLY'THE PROPOSED RULE CARRIED



FORWARD THE SPIRIT OF PCT UNITY OF INVENTION AND WOULD HAVE HARMONIZED

OUR NATIONAL'LAWWITH THAT OF PCT.

THE USPTOCOMMENTS ACCOMPANYINGPROP()SED RULE 141 WERE AS FOLLOWS:

SECTION 1.141 HAS' BEEN AMENDED eTO PROVIDE FOR INCLUDING IN A

SINGLE APPLICATION, INVENTIONS SO LINKED AS TO FORMA SINGLE

GENERAL INVENTIVE 'CONCEPT AS IN PCTRULE13.1~13.3;

THE RULES FOR DETERMINING WHICH>INVENTIONS CAN BE GROUPED

TOGETHERdN, A SINGLE APPLICATION ARE MORE ,LIBERAL IN CERTAIN

,HESPECTS: UNDER THE PATENT COOPERATION TREATY THAN THEY ARE

CURRENTLY IN 37CFRl.141~1;l46. THE PROPOSED AMENDMENT TO

SECTION 1.141 EXTENDS THE MORE LIBERAL':PRACTICE, WHICH A

DESIGNATED OFFICE' IS REQUIRED TO APPLY> TO NATIONAL, APPLICATIONS

THAT HAVE SEEN INITIALLY ,FILED AS INTERNATIONAL APPLICATIONS, TO

ALL NATIONAL APPLICATIONS. PARAGRAPHS 1.141(c)(i1) AND (d) TAKEN

.ALLOWABLE INDEPENDENT, CLAIM FOR AGIVEN:FROCESS, ONE INDEPENDENT

CLAIM FOR THE APPARATUS OR MEANS FOR CARRYING OUT THE PROCESS."
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IT IS THE PRACTICE IN OUR COUNTRY THAT WHEN A NEW RULE IS PROPOSED, A

PERIOD OF TIME IS AlLOWEDF.ORPUBLIC COMMENT •.. THESE COMMENTS ARE. THEN

CONSIDERED, APPROPRIATE CHANGES MADE AN.D THEN THE FINAl RULES ARE

PUBLISHED. TO. TAKE EFFECT SHORTLY THEREAFTER. NOT MUCH PUBLIC COMMENT WAS

RECEIVED' ONLY SEVEN INDIVIDUALS, FIVE OF WHOM FAVORED. GOING EVEN

FURTHER IN THE DIRECTION OF HARMONIZING WITH PCT AND TWO WHO FELT WE

SHOULD APPLY DIFFERENT STANDARDS TO PCT.ANDNON-PCT CASES., NO ONE WHO

COMMENTED ON THE RECORD FELT' WE .SHOULD ADD RESTRICTIONS TO THE.LITERAL

WORDING OFiTHE PCTRULESAPPLICABLE TO. INTERNATIONAl FILING, OR REMAKE

THE PCT RULES OVER:TO CONFORN TO OUR OWN 'NARROWER'PRACTICE '. WHI.CHPRECEDED

PCT.•

ON PUBLICATION OF THE.FINAlRULES, HOWEVER, 'THAT' SEXACTLY WHAT

HAPPENED. PCT UNITY WAS CONSTRUED' AS HAVING AlL THE LIMITATIONS OF OUR

PRIOR RESTRICTION 'PRACTICE JlJSTAS IF THERE, HAD BEEN. NO INTERVENING

TREATY. TAKING ,THE CASE WHERE THE'PCTEXPRESSLY .PERMITTED GROUPING', THE'

CARRYING·OUT THE PROCESS AS AN EXAMPLE, THE. FINAl RULES ADDED THE

-71-



AND 1.146 HAVE BEEN MODIFIED TO CLARIFY THAT THE RULES MAKE

CHANGES ARE AS FOLL01,S:

TO CONFORM MORE CLOSELY ·TOCURRENT OFFICE PRACTICES ASSET

SECTIONS 1.141 ./. HAVE BEEN SUBSTANTIALLY REWRITTEN,"

LITTLE CRANCE IN CURRENT RESTRICTlONPRACTICE • l'

FORTH IN MPEP SECTIONS 806.05(e)-(g). BOTH PROPOSED RULES 1.141

TERMS; NAHELY, "SPECIALLY ADAPTED" AND "SPECIALLY DESIGNED"

AMPLIFIED, ANDREORGANlZED.TO CLARIFY THE REANING OF CERTAIN

~72-

COULD NOT BE USED TO PRACTICE ANOTHER MATERIALLY DIFFERENT PROCESS.

TO PERPE TRATtNG EXIST ING pRACTICEBYINTERPRETINGPCT THE BARE AS

INCIDENTALLY; THE REFERENCED SECTION TO THEMPEPISEVENFURTHER

THERE SEEMS LITTLE DOUBT THE U.S. SHIFTED FROM CONFORMING ITS LAW TOPCT

PREEXISTING NATIONALPRACTICl!. THE·USPTO'S COMHENTS .RELATlVE TO .THESE

ADDITIONAL QUALIFICATION THAT THE APPARATUS COULD ONLY BE INCLUDED IF IT

RESTRICTIVE IN. THAT IT INTRODUCES A DOUBLE EXCLUSION AND A THEORETICAL

PROCESS AND APPARATUS BE SEPARATED IF THE APPARATUS COULD BE THEORIZED TO



BE CAPABLE.OE' PERE'OIWIIiGANOTHER PROCESS BUT ALSO,IF.THEPRQCESS COULD·BE

PRACTICED BY ANOTHER MATERIALLYDIE'FERENT APPARATUS OR BY HAND. GIVEN··

ENOUGH TIME AND LABOR, >MANHASBEEN CAPABLE OF BUILDING THE EGYPTIAN

PYRMIIDSAND THE GREAT WALL OE'CHINA AND WHEN SO VIEWED, THERE IS LITTLE

THAT CAN BE THEORIZED HE CANNOT .DO·BYHAND. THESE RULES AND GUIDELINES

LEAVE VE.RY LITTLE ,COMBINABLE UNDER UNITY.

ISSUE DETERMINATION

THE.RESTRICTlVE U.S. RULES,QFCQURSE, RAISED THE ISSUE OF·.WHETHER THE

TREATY WAS BEING GIVEIi.EFFECT,.WHICH IS A SERIOUS.ISSUEIN OUR COUIiTRYAS

INTERliATIOIiAL TREATIES ARE SUPERIOR TO NATIONAL LAWS ,REGULATIONS AND ,OF

COURSE, STATEHENTS. REGARDIIiGOFFICEPRACTICE. THIS ISSUE WAS PUT TO THE

TEST IN CATERPILLAR TRACTOR CO. V. COMMISSIONER OF PATENTS AND

TRADEMARKS. IN THAT CASE;" THE INVENTION RELATED TO .A NEW PROCESS FOR

FABRICATIIiG.TRACTOR SPROCKET SEGMENTS IN SUCH AWAY AS TO,ELIMINATE'THE

NEEDE'OR A FINAL EXPENSIVE MACHINING STEP TO FORM A VERY' PRECISE TOOTH

CONSTRUCTIQIi QRAPpARATUSTO PERE'ORM>THE PROCESS. BOTH THE PROCESS AND
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APPARATUS FOR PERFORMING THE PROCESS WERE THE PRODUCTS OFA SINGLE

INTERRELATED THOUGHT PROCESS. THAT 'THOUGHT PROCESS 'HAD THE FOCUS OF

PRODUCING A PRECISION FORMED SPROCKET SEGMENT WHICH ELIMINATED FlNAL

HACHINING OR"GRlNDlNG STEPS AND THEREFORE WAS MORE COST EFFECTIVE' THAN

PRIOR PROCESSES. THE PROCESS AND APPARATUS WERE . SIMULTANEOUSLYCREATElJ

AND IN THE LITERAL SENSE THE APPARATUS WAS "SPECIALLY DESIGNED" TO

PERFORM THE PROCESS AND WAS INTERLINKED BY A GENERAL INVENTIVE CONCEPT AS

SET FORHT BY PCT RULE 13. THE CASE 'WAS <FILED AS AN INTERNATIONAL PCT

CASE. THEUSPTO. OPERATING IN·lTS CAPACITY AS AN INTERNATIONAL SEARCH

AUTHORITY. REQUESTED A SUPPLEMENTARY FEE·ON THE GROUNlJS,THE PROCllSS AND

APPARATUS' WERE DISTINCT INVENNONS'. THE FEE WAS PAIlJUNDER PROTEST,AND

PETITION FlLEDFOR'REFUND ON THE 'GROUNDS THAT ,BOTH CATEGORIES WllRE

INCLUDABLE AS A SINGLE INVENTION UNDER THE PCT UNITY REQUIREMENT. THE·

PE TlTlONWASDENIED AND 'ASUlT· FlLEDAGAINST· THE COMMISSIONER FOR THE'.

PURPOSEiOF<DETERMININGTHEPREEMINENCE OF, THE TRllATY ORTHECORRllCTNES S

OF THEPTO' S lNTERPRETATIONTHERllOF. INA DECISION lJATED MAY 28 ,1986,

RllSTRICTlVE . INTERPRETATION CONTRARY 'TO LAW ORIN llSSENCEUPHOl.lJINGTIlE
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VIEWTHAT TilE 'APPARATus AND PROCESS WEllE PROPERLYINCLUlJABLE INA GIVEN

CASE Aim WERE TO BECONSI])ERE]) ASINGLEINVENTIONJ:NSOFAR AS THE

SUPPLEMENTARY FEE STRUCTURE WAS CONCERNED. THIS DECISION WAS NOT

APPEALED AND HAS BECOME FINAL. 'THE COMM!SSIONER llECENTLYPUBLISHE])

NOTICE IN THE OFFICIAL GAZETTE, THE . EFFECT OF WHICH WAS TO SAY,' THAT THE

HOLDING OF THE CATERPILLAR CASE WOUJ..D BE FOI.LOWE]) 'FOR PC'!" CASES BUT TilE

MORE RESTRICTIVE' NATIONAL· RULES WOULD ',STILI. BE APPLIED ., TO OTHER CASES;

THE NET RESU,LT IS THAT IF A JAPANESE APPLICANT WERE TO USE THE PCT ROUTE

AND FILE A DESIGNATED CASE IN THE U. S., THE BROAD PCT UNITY S:rANDARD"mLL

BE APPLIED. HOWEVER, IF YOU WERE TO FILE A NON-PCT CASE AS, FOR EXAMPLE,

A 12-MONTH FILING UNDER THE PARIS CONVENTION, THE NARROW NATIONAL

RESTRICTION RULES AND PRACTICE WILL BE APPLIED TO YOUR CASE.

WHILE IT IS UNFORTUNATE THAT WE WILL HAVE TWO DISTINCTLY DIFFERENT

STANDARDS OF UNITY IN OUR COUNTRY, IT SHOULD BE UNDERSTOOD THAT THERE ARE

VERY PRACTICAL REASONS RELATING TO FEE STRUCTURE WHY TJ!E USPTO FELT IT

ALSO PART OF THE PROPOSED HARMONIZATION TREATY UNDER CONSIDERATION BY
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WIPO. THE CONCEPT THERE IS SIMILAR IF NOT ·SOMEWHAT BROADER THAN THAT OF

PCT. BUT MORE. IMPOlql\NTWOULD. APPLY A UNIFORM STANDARD FOR ALL CASES IN

AN ADHERINC COUNTRY. BUT. AS WE Cl\NSEE, SORETIMESATREATYIS NOTENOUGIl

SINCE THERE. IS A TENDENCY TO INTERPRET THEM IN A MANNER. TO PERPETRATE

LOCAL PRACTICES. WE MUST DO. MORE IN BOTH OUR COUNTRIES TO ACHIEVE

HARMONIZATION THAN ENACT· TREATIES.. WE ; MUST GENERATE A SPIRIT. OF

HARMONIZATION. LET THAT SPIRIT BEGIN :HERE AS·THE "S):'IRITOF KANAZAWA".

W~Thomps on
November 1986
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ACCELERATED EXAMINATION!APPEAL EXAMINATION NEWLY INTRODUCED
AND PREFERENTIAL EXAMINATION

Presented at PIPA l.7thCongress
Japanese Group, Committee No. 1
SubcorrunitteeNo. 2

KAZUYUKI FURUKAWAHARA AISIN SEIKI CO., LTD.
TOYOO OHASHI CHISSOCORPORATION
AKIO OKUMURA FUJI PHOTO FILM CO., LTD.
MAKOTO MIYAJIMA FUJI HEAVY INDUSTRIES LTD.
TOMEHIKO IDA KYOWA HAKKO KOGYO CO., LTD.
MASAHIRO NIOMURA RICOH .COMPANY LTJ;l. .
YORIKO AKANE ASAHI CHEMICAL INDUSTRY CO., LTD.
HIROSHI KATAOKA NIPPON SHINYAKU CO., LTD.
Speaker: MICHIHIRO KAMEISHI KANEGAFUCHI CHEMICAL

INDUSTRY CO., LTD.

Abstract

By introducing the accelerated examination and
accelerated appeal examination system which came irito
force -on February 1, 1986 in comparison with the
conventional p~eferential examination ~ystem, the
important points regarding the eligible applications,
requesting procedures, handling of documents to be
submitted, etc, involved in tbese three systems are
summarized herein for better understanding.

Fu~therrnore, th~ present situation of utilization of
these systems was investigated and merits and
demerits of the respective·systems were studied.
There is a great difference betwe.en the accelerated
examination/appeal examination and the preferential
exarninationin that while 'the former aims to conduct

·accelerated prqc~dures on working-related applica~ .
tions having particular necessity for the accelerated
pr'ocedu re 5 'as' a par t :-o f theproce'dure t.i.me-icu t tinq
scheme in the Patent Office, .t.he latter does not have
such an accelerated procedure purpose but is a .
system in which examination is conducted in preference
tq"ordinary examination. in order to solve probleTI1!3
between the concerned parties in an infringement case.

1. Purport of the Respective Systems

The Patent Office, in order to shorten the period of

exami.nat.Lon and appeal examination procedures of a great

number of pending applications, is intensively working on the

FRANKLIN PIERCE
LAW CENTER LIBRARY
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p romo t.Lonvof comprehensI va measures from 'a, lo.ng-texm per spec.t.Lve

which is based on four big items:

(1) construction of a so-eca Ll.ed "pape'rLes s systemll
,

(2) policy to optimize applications and requ",stsfor

examination,

(3) reformation of the system, and

(4) improv",ment in examination and appeal processing

capaci ty.

The 'acceler.ated exarn.Lnat.Lon<and accelerated appeal examina

tion aim to answer. to the ne",d by applicants as temporary

measures against t,he" expected delay"1ne'xamlnation andv appea L

procedures during that time and carry out accelerated procedures

On working-related applications, thereby minimi~~~g,the harmful

influences accompanying the delay in examination and 'appeal

proceCl1J.res~

However, on the introduction of: the 'accelerated examination

and accel'eratedappeal' examination,. influences on.ordina.:ry

appLi.ca t.i.ons are taken into consideration, and onLyr.t.he.. pxedet.er-.

mined part of the capacity" to proc",ss examination and appeal

examination is appropriated to the accelerated examination and

acceleratedappeal':examinatipn. TheI'~fore, for the ·ttIne being,

the eligible applications are tentatively limited to working

related ones and it is also planned to operate this under

certain conditions.. Further, the eligible applications for the

accel~!atet1al?peal:examinatio:nare a;Lso,tentatively limited to

those r equdr i.nq particular urgencyamongMorJ<ing~rela,ted

app Li.c at.Lons , tak~nginto-considerat-iorithe importance' 'of the

appea,l case.

From such pcd.n'ts of view, in ordertbat.taiIl'the puz'pose of

the above-described accelerated procedures, the Patent Office

requires the concerned applicants or,.J?atent age.nts to,l?-q!?mit

information (e.g. prior art search report etc.) necessary to

tion. Also at the same time, in order that the pruposeof

accelerated examination arid accelerate'd appeal exami.natLon 'will

be fully realized, the patent Office requires that the case to

be requested be strictly selected.
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1-2) Preferential Examination:

It is stipul~ted,th~t examination is carried'cut.in order

as r,equestfor .examina t i.on is :received. Howe ver ;: where an

application is laid-open topuplic and a third party is working

the invention as a profession, if this principleis:tpo

strictly pzomotied ,there isa _possibility Of"adverse: influences •

Therefore, in -such a case,:Director~General'9fthe,Pateht Office

can let the .-examiner exami.ne.vche ooncerned.sappLi.ce t.Lcn f Lrs t,

regardless .o f the order of examinationc>f the otherapplica:tions.

After tt!e laying-open oLaJ:1 app.LLcat.Lon , if. a.third party·

still continues to work the Lnven t i.onion :whi.chCi,n app.l Lcat.Lon

for a patent'pas been: f.iled .even. thO:ug,hthe.·pa,t,e,nt. app l.Lcarrt;

has a Lready jaent; a, warniJ)g" th,e}) he .i.s entitled- to deIIlaw;l,·:.

a fterpublic:a,tioJ)of_tl:1e-,~pplication, -:comp,e,nsaJ,iQnfor its

working. However, if the period from the Lay.Lnq-ioperi of the

app Li.ca t i.on vco ,th~ exarni.natLond s.v.l onq. i t,can .aomet i.mes happen

that the applicant undergoes unexPected adverse influences due

to the working by the third party anc'\the compensation is not

enough to cover the damage. On the other hand, there is such

case that a third party working an invention receives a warning

from an applicant but said invention is of no novelty from the

beginning and it is apparent that a patent shall not be granted.

In such a case if warnings are sent to retailers and other

clients, the business actually falls into disorder and gets

troubled.

Concerning such an application, when the situation is

clarified, this is preferentially examined and given results

promptly, thereby the disorder may be prevented.

2. Comparison of the Respective Systems

These three systems are compared regarding the following

points: (1) whether the legal regulation is present or not,

(2) (3) difference in (4)... ........•..•.....

handling of documents to be submitted, (5) whether laid-open or

not, etc. in the fallowing comparison table of the accelerated

examination and accelerated appeal examination and preferenti~l

examination systems.
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A foreign applicant is not eligible to directly proceed

befo.re the Patent Office. He is inevitably required to proceed

before the Patent Office through his patent administrator as

prescribed by the Patent Law, ArticleS.

Any system is to conduct' examination or appeal examination

of theconcernedapplicat~oninan early stage, and severe

conditions' -"a:reimpo'sed ontha -appLd.cat.Lon vt.o be subjected

t.here t.o , HbweVert::ther,e"-are:<differehc:es-;betwe-ehthese~ i~e. f

while the accelerated examinatibhandaccelerated appeal exami

natibnare directed to appliCatibnswhich are worked by the

applicants or licensees, the:pre"ferential examination- is

d.i r ect.ed to app Li.ca't.Lo'ns which are 'worked by a third party with~

out consent by the applicants; and while the accelerated

exami.nat.Lon and ac'ceLerat.ed tappee I e'xaini·riation·- intend' to shorten

theperioa::necessarytoprO'ceedthe examiha tion and appeal

p:rocedures'~the'preferentia.lexamina.tionhasrib such time-

sho.rt.endnqvLnt.errt.Lon ibut; merely ariswer s to'therequireinent by

the applicant or a third party.
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'"0. COMPARISON TABLE OF THE ACCELERATED EXAMINATION, ACCELERATED

APPEAL EXAMINATION AND PREFERENTIAL EXAMINATION SYSTEMS

Prescription in the
Patent Law

Eligible Application

Procedures

ACCELERATED
EXAMINATION

Absent

That applicant or licenSee
is "",rking

That not put into
examination yet

'ihat already requested
for examination

Sul:nU.tting of Explanation
of Circumstances

Selected by Chief Examiner
etc.
Notinfonned.in a written
form
(inquiry permitted)

ACCELERATED
APPEAL
EXAMINATION

Absent

That applicant or licensee
is 'WOrking, an:1
(1) a third party is work

,ing:: withoutpenuissign,
or

(2) opposition was filed
during examination

That not put into.appeal
examination by. a judge
group yet

That already. requested
for trial against decision
of rejection

Sul:nU.tting of Explanation
of Circumstances

Selected by Director and
Chief Trial Examiner
Notinfonned in a written
form.
(irquiry permitted)

Patent Law,
Enforcerrent RegUlation of
the Patent Law, ..
(Fomla 17-4)

That not put
examination yet

That already reeiuested
for exarnimtion

I
~
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I



No supplanent, e.g.
hearing i confi1:n¥ttion by
field. survev etd;

Possible (pllt
file wrapper)

Possible (put. into
file wrapper)

Selected one is prorrptly Examined in pref.erence to
appeahexamined by. a group .
in •• charge

If necessary for espl.am
ing working situation,
hearing. or instruction' to
subnit infomationmy be
conduCted

Possible.· (put into
file wrapper)

If necessary for explain
ing ..:>rkingsituation,
hearing. or confamatdon
by field survey nay be
conducted

:;;elected one is pronptly
examined (after laying~

open)

Access to SUbrnitted
Documents

'"r:i.

Indication in the
Official Gazette
of Publication
(Kokoku-Kollo)

Indicated as n.l\pplication
through Accelerated
Examinationll

Indicated (ina similar
mnner to the accelerated
examination)

Not indicated

Indication in the
Contents of the
Official Gazette
of Publication

Indicated as ® Indicated (in a similar
mnner.tothe. accelerated
examination)

Not indicated
I
'"00
I

Preparation of
~lanation of
Circumstances

Colurm of Iaid-c
open Classifica
tion of Inven
tion

Range of Prior
Art Investiga
tion

All the part of invention
infomation of IPC

(1) At least Japanese
Offici.al Gazette of
Layi.ng-open (K()kai:
Koho) (inclUding
KohyoKoro)

All the part.of invention
infomation of IPC

Not· necessary



r-.
o,

Classification Range:
At least tne. part of
iI1Vention,-~n:E9rrrEi.tion
of !PC described in
Kokai-Koho
(!lcMever, foreign appli
cants need not investi
gate publications in
Japanese)

(2) Irnrestigation results
of certain publica
tions - -

Instead of Prior art
investigation by
applicant P<3):' se,
refer.,nces cited .by
Pat:entOffices in
exami~ir:g -. 99tlIlb."i~,s
as <in\1"e;tigation
resultS may be

-described
(can be replaced by
international search
report 'or EPO search
report)

Where' no 'relaterlliterature
is present, literatUre
showing -thegeI1eraltech
tiicallevelreflecting the
tecl1nic;,!l background of
theco""erned application
may be described -

I
M
00
I



00

ci.

n who

ExplaI1il.tion of >.brking
situation
(1) Specification of

working-related acts
(2) Tilreof working of the

ilWentionor utility
m:del

(-3) Relationship with
working acts

Explanation of working
situation

(1) Specification of
working-related acts

(2) Tilre of working of the
iIWention or utility
m:del

(3) Relationship with
working-related aets

(1)

(2)

(3)

Specification of the
persc
Relationship with

of
acts

a third

Prior artilWestigation &
ccnparfson explanation

(1) Offid.a1.Gazette of
Laying-open (Kokai
Kobo)

(2) ceri:<lin publications
(3) Conparison explanation
(4) others .

(In. the .case of a
·rne:iillmor small
(3;[l-t:erprise or
ind;ividual applicant,
iIXlicationtothis
effect)

Explanation of situation
requiring urgency

(1) Worked by a third party
without permission

(2) Details of opposition
in examination

(3) If there is some hind
rance, "Prepared to
explain at hearing"
shall be described

Influences due
etc.

.(L) In the caselof the
applicant, :j.n:fluences
by working
party

(2) In the caselof a third
party, infl'i-e=es by
warning

I
~
I

Explanation *Conparison .explanation
shall !:lewritten in a
similar. manner to argunent

*If .j::hereis amenclm8nt,
conparison explanation
shall be. given by also
prepenting.j::he. arrerx:lment

*Clliim mncerning oonplete- Details and resul.ts of
ness of description of the negotiation betWeen the
specification applicant and tji,e person

*Claim that the construction who works
described in the Scope of
Claim is described appro-
priately

*Claim that reasons for
rejection do not apply



.' ."',-:",:.:' -.

'"ci.
Attached IteIrs

Explanation of
Circumstances

(1) Prior art literature
[Japanese, English,
French & Gemn; foreign
laIlguages other than
English Shall be trans
Lated into Ja]?ariese]

(2) Arren<lmentdraft
(3) others

[International search
report, EPOsearch
report]

(1)

(2)

(3)

(4)

(5)

Official Gaz';tte of
laying-open (Kokai- Kaho)
or its copy :
CorY of a le~ter of
warning.:
Contents of Wjrkirig by
those other .1!han'" the .
applicantan4 rea.s"J1S
why it fallsjinto working
of' the inven1llon' of-the
concerned -apglication'
DocuJrents orliteIrs
evidencing tI1e descrip
tion of IIVbrJ9ng Sit:i.la
tionll

;

If the suJ::mitter is other
than the app~icant, rea
sons why said application
lacks paten$le require
ments, am eYidences
therefor .

I
'"00
I

SuJ::mitter Applicant That who requested a
trial. (Applicant)

Applicant or a thilfd party
(wl:1o. is. working)

Where. the applic~nt is a foreigner, then patent administrator
(=patent agent in u'apan)

Submitted to

Irrlication on
the Envelopa

Director-'General of the
Patent Office

Necessary to irrlica.te
"Enclosing Explanation of
CirCl.lITlStarices concerning
Accelerated Examination"

Director-Gerieral of the
Patent Office

Necessary toirrlicate
"Enclosing Explanation of
CirCl.lITlStances concerning
Accelerated Appeal Examina
tion"

Director-General "of the
Patent Office

~ '
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'r:

o
.-i

ci. Tille, to Submit

Fee

Docurrents to be
SuJ:xnittsd

Supplement to the
SuJ:xnitted Documents

Merits

on or'
Arr:itllie'~ter the day of
request·.'forexamination

None

One per application

In the case of that sub-
mittsd before laying-open,
sUpplement nay be sub
mitted aft.er laying-open.

*In view of the Patent law,
Art. 29-2 or the Utility
Model la~l, Art. 3-2, prior
art investigation and
corrparison exp.lanatdon,

*Where the prior art inves
tigation range does not
cover all the part of the
invention inforrration of
IPC of the Official
Gazetts of laying-open

Disadvantages irtposed on
the applicant;due'to'delay
in exeminataonrnay be over
cane~

There·are·'rrore."cases than
in preferentialexamina
tion, aIldalso sittiation
explanation is easier to
write.

Arr:i ~~'ter the day of
request; for trial

None

One per trial case

Supplement may be
suJ:xnitted by
instruCtion

Disadvantages irtposed on
the applicant due to delay
in appeal examination rray .
be 'overcome.
Accelerated solution of an
infringement case.
'!he company secret part in
situation explanation
requiring urgency shall not
be open to public but only
be dealt at hearing.

on or: <

Any ~~er the day of
request for examinaton and
the day of laying-open

None

One per application

No chance

Accelerated'solubon of'en
infiingeniantca:;f",especiallY
effective in an industry where
the life'cyclei~ short:.
DisadVantages inPosed on the
applicant' due toidela¥ ill
examination nay be overcorre.

.\'.

I
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00
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The related docurrerrcs are
put Irrto the fi~e wrappar',
and are open to .public

........
0. Dem=rits since it is indicated in

the Offi.cial Gazette of
Publication, working situa
tion of the carrpany. shall
be krJa..m to a third party.

If one infringes', a prior
patent, one is obliged to
admit it.

'Ibm are i terns difficult
to write, e.g. carrpany
secret etc.

Burden on prior art .Lnves
tigation is great.

Since it is indicated in
the ..official·Gazette Of
Pub~ication,working situa
tion of the canpany shall
be krJa..m to a third party.

If oneinfdnges a prior
patent, one is obliged. to
admit it.

Burden on prepar'ation
explanation .
stancesis_grea~6

Since

of

I
t
oo
I
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3.3% (2 companies)"Have.no intention to utilize ll

and thus the degree of interest of this system is higher than

the preferential examination described hereinbelow.

3. Investigation on Qtilization Situation

3-1) Results

Questionnairing was conducted on the member companies of

PIPA Japan Branch for utilization situation of these three

systems, and the following results were obtained.

(1) Percentage of replies to the questionnaire: 84.7%

61 among 72 companies replied to the questionnaire.

(2) Utilization situation of the accelerated examination

and accelerated appeal ~xamination was:

9.8% (6/61 companies) have utilized, of which 5 for the accele

ratedexamination<and one for the accelerated appeal examination.

The number of requested cases was 12 for the accelerated

examina:tion(of which 6 cases were accepted, 4 are pending and

2 were rejected) ,'and one for the accelerated appeal examina

tion (accept.ed), and thus 13 cases in total.

Rate of the accepted cases to the requested cases: 78%

[7 cases/(total 13 - 4 pending) cases]

ThenumbeJ: of requested cases per company is 0.21 (total

13 cases/61companies), and thus it can be calculated by simply

averaging from,S months starting Feb. 1, 1986, the start of

thi",syl3tem, up to June 30 that on average, every 5 company

fi~~p.oI1e;r€:q~est for the accelerated examination, but of these

six 'compani.esvwhi.ch have requested, one company requested 7

Ca~e$i one for 2 cases, and 4 for one case, and thus it is the

present situat.ion that companies which are actively utilizing

this system are merely 1 - 2.

*Regarding a question "will you utilize the accelerated

exami#atiori/appealexamination for the future?":

The :answersw~re overwhelmingly

"Will positively utilize" 1. 6% (1 company)

IIWill utili~-e-when especially necessary II

95.1% (58 companies)
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(3) The preferential examination was putintbforce on
January'l, 1971 and since then 15 years have run, but the

companies which have hitherto utilized this system are 8.2%

(5/61 companies) . The t.o t.e.L requested cases are 12, of which

6 cases frorn 'one' company, 3 cases from one and one from each

of 3 companf.es vvand the s i.mpLe vave.raqe per company is 'o .. 2 case ..

This,the companies a.ctually actively utilizing the system are

merely 1-2.

Of these 12cases,11were accepted and thus the rate of

acceptanc~forthe-preferential exami.na t i.on is as high as,:92% ..

On the other hand, when accepted,thetimerequired from the

request to the start of.examinationis within 4 months.

*Regarding a<question "Will you utilize the preferential

examination for the future?lI:

The answers<were'overwhelmingly

IIwilT <utilize-":when especiaTly necessary"

87% (53 companies)

and

"Ha.ve no intention "'to utilize" 13% (8 companies)

These results iridicate that althOugh the case "when

especially necessa.ry" 'is limited tocsl.lchrare case as: infringe

ment case, theya.re:,:prepared<to util-izein sllc.h:a. case.

3-2) Information Obtained from the Patent Office

(1) Although the statistics on the preferential examina

tion have noty.~t been sununarized and thus it is, not cle~~,,-.the

number of cases requested for the accelerated examination and

appeal examination is higher than for the preferential

examination, and as of the end of July, 1986, th~ number of

requests for the acce1eratedexam~nationamountedto 118 cases

(of which req'Jests by foreigners are 2 cas~s). The ratio of

the patents to the utility models ",as 75 patents to 23 utility

43 9ases out, of :118c::ases,hc3.ve just been o-ece.ived , 6.cases

were rej",cted(beQause of inadequate formalities), and 69 cases

have been forwarded, to examinatiun. Out o E 69, CdSI::H:i r 57 cases
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have been regarded e Li.qLb Le :·to theClccelerate¢l~xamination, but

12 cases ha\Ce not been regarded elig:lble because of inadequate

prior ;artinvestigati,on or uncleCirevidence __of'if.!orking e Bu-t;

these numerical values arellotbelieved. to directly reflect the

rate of acceptance ,(because there are- chances for hearing,

confirmation by field survey, amendment,supplement etc,). For

the accelerated appeal examina,t,ion,the:re, have been 9 request13

as of the end of June, 1986, 6 cases of which have peen decided

eligible for the accelerated appeal examination.

(2.) supposing that there are 10,000 cases for the

accelerated eXClminCl~~o~per_year, ordinary examination is

expected to be, delayed byabout'0!lemonth, but it is believed

that a delay in tpeordinary examination is negligible at the

moment.

(3) Since clerical work takes about one month from the

request for acceLe re t.ed examination, where once acoept.ed , 'the

period. which. elapses by the first action is about 3 months

supposing that prior art investigation by the applicant has

been satisfacto1;ilyconducted. The period from launching to

publication is. about one Year with .the proviso that notice. of

rej e c tLon was sent only once , In the case of afo:reign

applicant, .s i nce the time~et: forrespqnse to notice of rejeq,

tion is long, it is presumed that it takes one year or ~onger

until publication.

The most rapid casewithoutnot:lce of rejection took about

5 months. An application ("pneumatic radial tires having

reduced rolr resistance" by Bridgestone Tire CO. , Ltd.) which

"as the first published case of thOse subjected to accelerat<ad

examination is the shortest-case, arid -it'was requested -on

February 1, 1986 and published on July 1-

(4) On enforcing the accelerated examination/appeal

examination, prior:consultationwas conducted-with domestic and

before its enforcement (e.g. JPA', AIPLA, PIPA, USPTO, EPOetc.).

MITI did not participate in the stage of preparin<jthe

presel1tregulation, but after decisiOn in the Patent Office,

this was explained before MITI. MITI in turn took a part to
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explain its purport as ~ppropriatf at international ~~etings

'relating to foreign trade.

(5) For ,the time being, it is p.Larmed to comprehensively

review this system by carefully watching ,the. situation of

request" for theacceler,ated examination/appeal exami.nat.Lon and

also listening to opinions by those concerned inclyding foreign

ozqan.i.zations ..

4. Summary of Discussion and Results

4-1)

Although it is not long since the accelerated examination!

appeal e};Caminatipn. sy,stems,,;werE:!put, Ln f orce , more f,requ.(3nt utili.

zation .thaIl>, the ,preferential e xam.i.na t.Lori is expeccedYrom view

of considering the questionnairing results. The main reasons

are:.-...,.

*This is a significant system under ,the pres errt . situatic:m

that the examination and. appeal examination tend tobe del.ayed ,

Although there, isa drawback that explanation of circumstances

i"s a little complicated, it is still easier to de"cribe than

explanation of cirqurnstances,required in ,the pJ;efer~ntial

examination.

*Since this is for working-related.a,pplications, the

number of eligibl", cases is greater than the case of. the

preferential exanunatLon which limits .the. cases t.o LnfrLnqemerrc

cases, and thus the degree of necessity is higher.

However, on the other hand, there are many restricting

conditions which inhibit active utilization, for example,

*Since ,the' accelerated exarninationlappealexaminationare

indicated in the Official 'Gazette ()fpublication, the working

situation of one's company is known to a third party, and the

potential for opposition is increased.

*Or, if the applicant infringes a prior patent, he is

*Description even covering the' company i secr'et; etc. is

required~

*The procedures are complicated.
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And top on that, the applicant is required to conduct

prior art investigation and comparison explanation. Thus, it

.i srpresumed that only where these restricting conditions are

overcome,: this system is'-'utilized.

Therefore, it is believed that the usefulness is high where

theapplicati'on r e La t.es to a shape, construction etc ., and the

working contents of which are easily understood by a third party

and also prior art investigation can be adequately conducted.

Also in the questionnairing, in order to promote the utili

zationof the accelerated examination/appeal examination, there'

are many opinions hoping that the limitation to working-related

appLi.cat Lorrs by 'applicants shall" bewidened'to also cover

applications by third parties and applications not·related to

working~

On the other hand, for foreign applicants, although there

is such restricting condition as working-related in Japan, means

for'easier utilization of this system is'taken with many

advantages, for example, that the objectives of the prior art

investigation may be replaced by patent literaturewr:i.tten in

English, French' or GermaIl, that as regards the "certain

publications II , Japanese publications need not be counted in'as

the literature to be irivestigated, that instead of the·phor

art investigation by the applicant per se, references cited by

the Patent Offices in examining countries as investigation

results may be described, and so· forth.

4-2)

Th~ p~efere~tialexaminationisa usef~lsystem for

promptly solving an infringement case by a third party, and

also in the quest.i.onna i r i.nq , manyv compani.es vaxe of an opinion

that they intend to utilize:it when neces sary, However, sf.nee

the case where the system is ac~ually utilized is very rare,

invention without permission by the applicant is very rare, or

even if an infringement case is brought about, it is often

solved by mutual discussion between .the concerned parties, and

there is no need for taking the trouble to request the
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preferential examination.

There are such opinons that-iheexplailation of circumstances

and procedures for the preferential examinatioll aJ:'e Gornplic:::.a:t.ed

and that the circumstances ~nd facts between the concerned

parties qre known to third pa~tie$'are main reasons for inhibit

ing the utilization, .but. fundament~lly, the·strictness of the

restricting conditions which limit the objectives to infringe

ment cases hifidersfheufifiiatibii "f this system,

Further,. since the,accelera-tedexamingtio.n!appeal: exg.mina

ti"n system have been put in effect, and out of the objectives

for the preferential examinations, applications whiph, have been

worked by the applicants are transferred to the accelerated

examination/appeal examination,''--''.and--thus it is 'presumed -that

the degree of utilization of the preferenti~lexaminationis

even further decreased,

This system, differin~ from the accelerated examination/

appeal examination, does-not. aim to shor-t.en.t che processing period

in the Patent"Offic~f_--B4-t pb~~~de:ts the oonven i.ence tathe

applicants and those whowork,thus its purpose is. completely

different. Therefore, it should not be thought that there is

deficiency in this system because the degree of utilization is

low, but this system is·to be regat-d"'d as asupplementa:ry means

for rescuing the applicants or those who work only when

necessary.
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Article 29bis and Priority Claim
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Abstract
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SHIGERU HIHARA
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Speaker: KENJI DOl .:

On December 19, 1985, the TokyoHigh Cou:rtmade a
decision- as -to the .e f f'ec t.Lve dateof-,f1 an another
appLi.cat.Lon fileciearlier" as provided fo,,-Article
29bis of the Japanese Patent Law, in the case of
appeal from the decision by the Boardof.~Appeals;
This. report provides •~the. fun ~ details ~ of this cape.
The High Court affirmed the Pat",nt Office's
position that the effective date counts as the date
Of a pripr foreign applicaj:ioll.in yiew o f Art,icle. 4
of the Paris Convention for the Protection of
Industrial Property. Although <this is not the case
directly contending whetherth", "!ffectiy,,,d"t,eis
the date of the prior foreign application, from
this decision,it"'appears that>in JapaIli' the
",ffective~d"t",wincountas~the date of the prior
foreign application.

Article 29bis of the JPL, it is controversial as to whether its

effective date count as the priority date (the date of the prior

foreign application) or the actual filing date (the date of the

Japanese patent application).

I. INTRODUCTION

The Japanese Patent Law (JPL) provices under Article 29bis

that where an invention claimed in a patent application is

identical with an invention disclosed in the specification or

drawings originally attached to the request of another applica

tion filed earlier, a patent shall not be granted. Where a

patent application claiming the priority under Paris Convention
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Th,E! JapanesE! Patent Office has considered .the date.of the

prior foreign application as the effective date since..Article

29bis went into effect in 1960. See the Manual· of Patent

Examining Procedure (43. 07A).

In a recent case, the Tokyo High Court affirmed this Patent

Office's positipn.

This report introduces such case in greater detail . appeal

from .the decision by t.he Board of Appea l.s (Shows 57 gyo-ke No..

124, Decided on December 19,19$5).

II. INTENT OF ARTICLE 29bis OF THE JPL

A. Generil.l provisions of Article.29bis of the JPL

Article 29bis of the JPL provides that a rejection is made,

if the::invention is identical t.o an, invention described in the

specification or drawings as originally attached to·an applica.

tion filed prior to the date of filing and published or laid

open to the public on or. after that date.

The legislative intent of this provision is as follows:

First, s-ince:theinventionas;,described:.inthe specification 'or

drawings-of the earlier appllcation,even""if not 'claimed, is

openvt.ort.he public, the later application does not newly

disclose a technology if such. Lnvent.ion d s ident:icaltoan

invention described in the earlierapplication~ Therefore;

such later. application should not be granted for a patent.

This is due to the patent system, in which Applicant is

entitled to patent protection in exchange.for disclosure of a
. .

new and .usetul invention.' Secondly ,since applications are

examined in order of request for examination, the whole

contents of the earlier application should be given a priority

position as, to novelty sovas to'enableal1 examination, of, the: -later

application before. the claim coverage of the earlier appLnc atid'on,

which is subject to change upon- .amendmerrt , in determined.

application for defensive purposes in relation to the Claimed

invention.

-95-
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B. Effective date of a patent application filed under the

convention priority, being considered as an i" another

-application for patent ,filed earlier II as provided for

Article 29bis of the JPL

There have been proposed a variety of theories as to

whether the effective date of a patent application claiming the

right to priority is its foreign filing date or a.ctual filing

dat;e ; In this'respect, it is firstl1eces's'ary to '6orisidert.he

following effects as to the effect ofclaiIlling the priority

right: one referred to as "Patent-Protecting Effects ll which

is the effect of protecting applicant's own application and the

other referred to as IIPatent:....J)efeating~Ef.f~ctsllwhich is the

effect.of defeating an application by another. Aside from the

priority, concerningthePatent-Defeating-Effects,there are>two

different approaches, "whoLe vcontierrt.s approach" and "prior claim

app.roach'", In "prior claim appr-oach": "oriLy: 'the claims is

prejudicial to novelty, as provided for Article 39 of the JPL.

In "whoLe voont.errts approach",the wholecoritents of the

specification and drawings a,reprejudicial'to' novelty, ':as

provided for Article 29bis of the JPL. Regarding"priorclail1\

approachll,::it is clear that .wher e priority>is validly "claimed;

the effective date of the earlier application counts as the

date of a previously filed foreign application; as provided for

Article 4B of the Paris Convention for the Protection of

Industrial Property~ As, for "whoLe contents"approachll,however;

theeifective date' is controversial whether it counts 'as the

date of a previously filed foreign application, or the date of

a subsequently filed Japanese application.

'l'heJapanesePatentOffice has interpretated the date of a

foreign application as the effective date since Article 29bis

based upon the whole contents approach was adopted. According

to "Article...by...Article .Interpretation of the Industrial Property

Patent Office, this is due to the effect of claiming the priOrity

right in which any subsequent filing before the expiration of

the priority right periods shall not be invalidated by reason

of any acts accomplished in the interval and such acts cannot

-96-
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A. BACKGROUND OF THE CASE AT ISSUE

(1) the electrode isof the invention are:

p.4

III. APPEAL FROM THE DECISION OF THE BOARD OF APPEALS

(Showa-57 kyo-ke No. 124. Decided on December 19, 1985)

In the caSe of liquid crystal display apparatus

give rise to any third-party right, as provided for Article 4B

of the Paris Convention for the Protection of the Industri~l

Property. And it says that: this point is the same as Article 39

of the JPL providing the·Prior claim approach. According to the

MPEP(43 •. 07A) ,itisdueto the legislative intent of Article

29bis ·of the JPVas stated earlier.

As opposed to the Patent Office's position, some argue that

the effective date should cOunt as the actual da.te of a

subsequently filed application. According to their a.rguments,

the effects of aright of priority as provided forAr~iCAe .4B

of the Paris Convention extends only to the claimed subject

matter and therefore, the Patent Office unduly extends the

effects of the right of priority.

As explained above, the affective date is controversial. as

to whether it be the. date of a foreign application or ~he actui'l

date of a subsequently filed application. On December 19, 1985,

the Tokyo High Court made a decision based on the position that

the effective date counts as the date of a foreign application

in the following case.

critical

formed only at a selected portion of the parallel plates; and

(2) such electrode is transparent.

1. Appellant's application and the invention thereof

The appelant filed a patent applicati~n in Jap~n on March

8, 1972, claiming the Convention priority frOI)l the united States

patent application filed April 21, 1971. The claimed invention

is directed to "a liquid c",ystal display apparatus wherein a

layer of nematic liquid crysta+ ~s inserted b~tween tran~par~nt

pd.Lcl~J'~_Lplates and a transparent electrode is formed ata
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4. DeCisiclll by \:hi" Tbkyo High Comet

Theappi"lant thell appeal<adtlJ.<a case to the Tokyo HIgh Court.

For the :Eirsttime in this case, it was found that the first,
application was not described in the

Swiss applIcation, and was actually added

Japanese application at time of filing.

feature of the later

speCIfiC"'tion of the

in the corresponding

3. Decision by the Board of Appeals

The BOard of Appeals affirmed the decision of the primary

examiner reji"cting the appelant's applicat.ion under the provi

sion of Article 29bis of the Japanese Patent Law. In its

decision, the Board stated that. the invention of the later

application ~as substantially disclosed in the earl~er applica:

tion. More particularly, the first critical feature·of the

later applicatioIl 1 "format."i"on of a conduct.Lnq Layer 'in a

selected portion of parallel plates between which a nematic

liquid crystal is sandwitched" was disclosed 'in one embodiment

of the earlier application. The"ef9re,. the o~lyd~fference is
the second ~bFiti~"~i:<f~~t'~re';;f'- the .i~t~~' '~ppii~a:ti,~~'" 'I' ~--

transparent eledtro'de ll
• However, slnce it, was well known to use

such a transparent electrode in the liquid crystal display,·the

Board concluded the invention of·i:he later applicatIon was

substantially same as the. earlier one.

Appeals for the ri"asonthat theiew~s an erroneous finding of

fact in the Board decision whiCh was based on the first critical

feature being disclosed in the Swiss application of the

reference.

2. Priorprtreferenc~

Application, used as a prior art was filed in the :JCipane,se

Patent Office on Dec"'fi\bep 3, 1971 claiming the priority from

the Swiss patent application filed December· 4, 1970, which WaS

be f oz'e .thepriority date. of the appeLl.arrt.vs application, and was

laid open to the public after theapp",la.nt's application was

actually filed in Japan. ~herefore, this prior art reference

corresponds as "all anothe,rappli~ationfiled,;,eaFl_~er",_.under

Article 291:>is.
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The background of the case will briefly be illustrated as

.foLl.owe e

Prior art reference

Swiss patent appln. A

A

Japanese patent appln. ~

A+B

Appellant's application

Note: Numerator indicates claim and denominator

indicates the whole contents of the specification.

u.S. patent appln. B

B

Japanese patent appln. B

B

B. CONFIRMATION OF THE EFFECTIVE DATE COUNTING AS THE DATE OF

A FOREIGN APPLICATION

While admitting that the effective date as a prior art will

count as the date of a foreign application rather than.an actual

Japan filing date, the appellant asserted that for this

particular case, the aforesaid embodiment disclosed in the

earlier application is added at the time of filing in Japqn and

is therefore not entitled to the priority. Since the appellee,

the Japanese Patent Office, is of the same opinion, the~e seems

to have been no dispute as to whether the priority date or the

actual filing date will count as the effective date of the

Japanese patent application for the purpose of the prior art.

In the meanti~e, the Court went on .to explai~ as follows:

"Where an earlier application is "an an()therapp].,ica

tion filed earlier" as provided .for Article 29bis of

the JPL, the requirements for a right of priority

Convention provides an ~pplicatiqn

is filed in anyone of the Contracting countries,

an application for the same invention thereafter
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filed in a second country,<within the prescribed

period of time from the date of the first applica

tion, will be entitled.to the benefit which the

applicant can get if he filed at the same time as

the first application. This is intended to

reduce the formality .procedure and the cost when

filing an application for the same invention in

a number of countries at the same time, in case

of seeking the patent protection in the

respective countries. In view of Articles 4B ahd

4H of the Paris Convention, in the present case

where the relationship of the filing dates of

lithe applicat~onll and lIan application by another

filed in Japan" as provided for Article 29bis of

the JPL and the claiming the right of priority

are deac r i.bedvabove , .-when"ananother applicClt~c:>l'l,

filed earlier" can be entitled to the priqrity,

the invention described in the specification or

drawings as originally attached to such applica

tionrnust bedescrJ.bed in the first or prior

foreign application".

As is clear for the foregoing, the Court considered that

the effective date counts as the date of the prior foreign

appii6dtionfor ~~e as a prior"art, on accqunt of the effects

of a r-ightof priority, and that because of the effects of the

right of priority, the invention entitled to such effects must

be limited to the whole contents presented in the specification.

of its foreign application.

'This decision is n6.tlceable in that the Court views 'the

effective date in the whole contents approach in connection

with Patent-Defeating Effects in the same manner as the Patent

Office.

considers the date of a previously filed foreign application

as the effective date as a prior art.

-100-
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C.THE EXTENT OF DISCLOSURE WHEN. THE EFFECTIVE DATE COUNTS AS

THE DATE OF THE FIRST APPLICATION AND THAT OF THE SECOND

APPLICATION

A new matter', which 1.5 not corrt.ai.nediLn the specLfLcat.Lon

of a previously filed foreign application, is often added in a

subsequently filed application. The prior application as a

reference in the present case was in the same situation.

In the decision, it is clearly stated that the scope

admitted the date of the prior foreign applic~tipn as the prior

art effective date is only the scope which is described both

the prior foreign application ahdthe subsequent Japanese

application. This is quite understandable in terms of the

effects of the right to priority.

Concerning the new matter added at the sUbsequentapplica~

tion the Court stated as'follows:

"There has been no dispute between the part.Les that

the sUbject matter concerned is not described in the

Swiss patent application of the prior application.

Such subject matter can not therefore be entitled to

the priority. It is for this reason that the

effective date of th~ subject matter, as the

description of lI a no t he r application filed earlier"

as provided for Article 29bisof the JPL, will

count as the date of the Japanese patent applica-

tion.- II

It is clear that the Court considered that the effective

date of an additional new matter will count; as the datebf a

subsequent application.

As previously stated, the effective date counts·"s the

date of a previously filed foreign application for use as a

prior art, only to the overlaped scope of the prior foreign

application and the subsequently filed application. Accordingly,

previollslyfiled foreign application for use as'a prior art as

provided for Article 29bis of the JPL in order to reject the

application concerned. See the Manual of Patent Examining

Procedure (43, 07A).
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ItseeTI1s"h6weverj';that~~he'specfficCiti:<:>n ()fcthe pJ.:"eyiqusly

filed foreignapplicatiol1, that is Swiss patent application was

not reviewed in the Examining Division and in the .Board. of

Appeals' and, it was reviewed Py the. app Li.carrt, for the firs.t

time in procedure of the Tokyo High Gourt. When involved .in a

simila-r case, it is necessary, to studytl;1e specification of a

previously filed ~ore~gn application for the purpose of t~e

prior art.

D. BASIS OF "SUBSTANTIALLY IDENTICAL"

The provision of Article .29bis is applicable only to the

case in. which the invention. of.a later application is identical

to an invention described in an earli~r applioa~ion. It should

be mentioned j:hai;:. g. the specification of th.eearlier· appl:i9a

tion contains insufficient desc~iption" a s upp Lement.al vproo f unay

be considered, as reported in the. general meeting of PIPA held

in Chicago, U.S.A. last year.

In the case concerned,the Board of Appeals decided that

the inventions of bothappli9ations are SUbstantially identical

to each other.

According to the decision. it isconsid.er",d that although

the use of the transparent electrode is not described in the

specification of~heearlierappl~qation,it i~w~11 knQwn to

use the transParent electrode in the liquid crystal Ciisplay

apparatus. While considering the additional evidence, the

Board concluded that the invention concerned is substantially

disclosed in the earlier application used as a prior art

reference.

The number of decisions made in.re'ipect of Article 29bis

has increased to ,nineteen in therecent,o'ne year. For eight

cases, .addLt.LonaL'proo f s __ are us.ed in deciding whether or not

theinvel"ltions.are s\1bstantially idel"ltical to each other. It

of whether inventions are s ubs t ant.La Lly identical .100 each other.
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ULll.L10'''. States.

isreference

for it was f:i led iri the

That

B. LEGISLATION OF OTHER COUNTRIES IN ..THERELATED MATTER

A. CONSIDERATION OF THEEFF~CTIVE DATE COUNTING AS THE DATE OF

PRIOR FOREIGN APPLICATION IN JAPAN

IV. OBSERVATIONS

p.IO

It is not argu~d in the present case that whether the

effective date should count as the date of a previously filed

foreign application or the date of a subsequently filed applica

tionfor the purpose of the prior art. In the decision, however,

the date of the previously:Eiled fore:ign applicat:ion is

considered as the effective date on the ground of the effects of

a right of p~iorityurider the Paris Convention for the Protection

of the Industrial Property,

The Japanese Patent Office has considered that the effective

date will count as the date of a previously filed foreign.appli'

cation since Article 29bis was adopted. It is important to note

that in this case, the court also considers that the effective

date will count as the date of the prior foreign application

whatever the reason may be. Therefore, it can be said that in

Japan,the effective date now counts as the date of a previously

filed f6reignapplication,alt~6ughs()mE!people may still argue.

It .may be desirable that the effective date of the prior

art will be considered in the same manner. through all countries,

according to the staridpoint of their harmonization.

First, European Patent Office has adopted the whole contents

approach on the Patent-Defeating-Effects, as provided for

Article 54(3). Article 82 provides that where priority is

validly claimed, the priority date will count as the date of the

European patent application forthepjlrposeof the prior art.,

United States Patent and TrademarkOf:Eice has also adopted

the whole contents approach (35 U.S.'C. 102 (e)). It will be

noted however that the effective date of a United States Patent

tor use as a prior art reference is not affected by the foreign

'filin.g date to which the appLi.carrt, may be entitled. (In 1::e



PRIMA FACIE OBVIOUSNBSS--SHIFTING THE BURDEN OF PROOF

Lawrence T.Welch'

Introduction

Much has been written on the concept of prima facie obviousness
in the united States Patent and Trademark Office,particularlyas
it relates to chemical compounds. The present paper is not meant
to be a comprehensive" treatment of this important topic, but
rather it is .intended as a general overview. of the concept;
presenting a discussion of some of .the ~ajor decisions. 2 A large
body of case law exists,which is too extensive to allow for an
exhaustiv.etreatmenthere.' In addition, the Court of Appeals for
the .Federal" circuit has issued, and continues to issue, cpInf.ons
on a regular basis which refine the concept and apply it to new
factual situations. The present paper is. thus intended to present
basic principle~ r~la~ing to. prima . facie . Obvi?u~ness. The
application· of these principles to specific factual situations
keeps many patent attorneys employed.

HISTORICAL ORIGIN

While some would trace the roots of obviousness or "inventive
step" to . the 15th·· century,- most would agree that· the concept

1. Attorney , Patent Law Department, The Upj ohn Company,
Kalamazoo, Michigan. Thispape:t'~asp:t'eparedforpre"entatipn at
the Pacific Industrial Property Association (PIPA) Congress in
Kanazawa, J"pan on s November. 1!l86. ... The "ssistanceClfupjohn
attorneys Robert A; Armitage, Manna A.Cox, PaulJ;H Koivulliemi
and Kenneth A. Weber in preparing this paper is gratefully
acknowledged.

2. Interested readers are directed to, e.g., Chisum, Patents,
Section 5.06[1] (1986); and Wegner, "Prima Facie obviousness of
Chemical compound.. ,"6 APLA Quart. J. 271. (l,978). A thorough
analysis of prima facie obviousness. appears in the papers by
Armitage and Wegner in connection with" the American Intellectual
Property Law Association •Program, Basic Chemical· Practice
seminar, last presented on 8 October 1986, at the Crystal Gateway
Marriott in Arlington; Virginia ..

3. At the time of this writing, over 180 opinions had been
written from just the Court of Customs and Patent Appeals and the
Court of. Appeals for .the Federal circuit which discuss prima
facie obviousness.

4. See,e.g. ,Beier, The Inventive step in Its
Development, 17 IIC 301-323(1986).
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Clric]ini>ted in. the united states in 1850 withif';tchklss v ,
Greenwood,' wherein the Supreme Court noted:

." .un1ess mor~ ingenuity. apd sjdll •• 'l'lere requir..ci"
. than were possessed by an ()Fdinary mechanic acquainted
with the business, .there wasa.n absence ()f thatde'.Jree
of skill and ingenuity which constitute the essential
elements of every invention. In other words, the

. impF()vement is the work of the skilled mechanic,not
that of the inventor.

The Supreme Court,through a succession of cases, gave differing
interpretations to this standard of patentability.- The.c:\lrrent
st.andard of non"';obviousness. was. codifi~d in the. 1952 Patent Act
as 35 USC 1037 • This standard requires that the "subject; mat;ter

5.1FHoward 248 (1850). For a further discussionofthi", .case..
>seeBei'er, supra.

6. The Hotchkiss standard was recognized -as a pateptability
r~9Uirement in Reckendorf .v.Faber, 107 U.S. 192. (18~3) • This
requirement was referred \:.0 a", the "flash of geniustest"inCtlnp
Engineering v.AutomaticDeyices, n4 U.S. 84 (1941).Perhaps:the
"low point" in patent law was the Supreme Court case of The Gre.at
Atlantic and Pacific Tea Company v, SUPermarket Equipment
corporation, 340 U.S. 147 (1950), where, in a concurring opinion,
Justices Douglas apd ~lack r ..quired a patentee to "push back the
frontiers of " science; . .

7. 35 USC 103 (1984) :reads as follows:

§103. Conditions for patentability; non-
obvious subject matter

A Patent !!,ay not b"0l:>:tained. though the
• invention 1S .. not identi8ally .. dil3.910sed '. or
described asset forth in section 102 of tliis
title, if the differencesb.etween the subject
matter sought to be patented and the" prior
art are suchtilat; the subject matter aSa
whole would have been obvious at the time the
invention was made to a peFsop having
ordinary skill in' the art to which said
Sl.lbjec:t matter pertains. Patentability Shall
not be negatived' by . the manner in which '. the
invention wasniade. .

$ubj....ct; ...m~tteFhdeveloped. by ... an0tlier,perspn,
which . qualifies as. prior a.rt only undez:
subsection (f) or (g) of section 102 of this
title, shall not preclude patentability under
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Th,is . proc:edural device is. most often used for .chemical
11'1v..ntions,llutit<has been aPI:'liecl.in o'therarts as well. 13 The
I:'resent paper explqJ:"es the. concept, mainly in connectiqnwith
cllemicill. cas",s, since it.' is..here that the law is perhapsbe.st
deyeloped. .

this sect:ion where the sUb:leC:tmatter.,md. the
claimed invention were, at the time the
invention was mad"". 0>ll'\ed by 'the same pezson,
or subj ect to an obligation' of assignment to
til.. samepe;son~
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See, e·;i:j·.··;··In·x.."·Ds··Bli1.u-,;e; 736 F.2d 699, 222 USPQ 191 (Fed.
1984) and In rIO Sernaker, 702 F.2d 989, 217 USPQ 1 (Fed.
1983).

as a Whole· must not; .have been. ·obvious at the t:ime.theinvention
was made to a person hil.vingordinan' .skilL in the art to. ",liich
the subject matter pertains.·· . . .

The in'terpreta.tion?~.the patent:abilit}' stal'lcl.iI.;dul'lcl.er 35 USC 103
is se.'tfqrth in tlmae. sup;ellf", Courtd.",c:isions ..ometi!"es referred
to as the Gl:"aham Trilogy', .",he;"in nqn..obviousness det.. ;minations
follo", factual inquiries . into (1) the sC0I:'e and cont.ent; .of the
prior art, . (2)th"differenr.::es betwe",n the claimedinyeption and
the prior art, and (3) the level of ordinary skill in the art. 10

Neither the statute nor the Graham case explicitly allocate the
burde.nfor. establi..hing non-obviousness. '} However, aSjlccessicm
o~casesinboththe court; of Cust"ms andPatent ..AI:'p..als(CCPA)
and tlleCourt of Appeals for. the rederal Circu.i.thave !leld th"t
th..,pilrd.en rests with. the U.• S. Pilten'tand Trademark Off~ce(P'I'q)
to produce factual evidence which makes an initial suggestion of
·obviousness,· after which the burden shifts to the applicaritto
come ~0!'">lard with sUfficient info!'"!"il.tiqnto overcom!" .thePTO's
initial showing. " . Hence the concept of prima rac~.. obyiousn..ss
was developed.

9. See, Grllhamv. John.De~:r..,383 U.S. 1, H8.USI?Q 459 (1966),
Calmar v, GooJcChem.co.;383 U.S,l, 148 .USPQ479 .(1966), and
United stat..sV'. Adams, 311.3 U.S,, 39, 148USP9 479(1.966), discus
sed in Chis~h Sl.!pr'a, §5.0~[5n<l]' .

10. See,Grllham v •. John Deere (:'0. ,.,.uPfa.

11. See Chisum, Patents §5.06[1] (1986)

12. The hist.Cln'9fpriBlB'raci..obvioti...ness in the tCPA and the
Federal Circuit is reviewed in In rIO Riase?:ki, 22:1 USPQ 788 (Fed.
Cir 1984).

13;
Cir.
Cir.



DEPINITION

The Court of Appeals for the Federal Circuit defines prima facie
obviousness as '!'aprocedural.·mechanism-:toallocate in an orderly
way the burdens of going forward and of persuasion as between the
examiner.and . the applicant. "14 The ~O Ls thllS . required to
produce the factual.. basis. for its rejection of a patent claim
llnder35 USC 103. After this sh9wing by the ~O,the burden of
going f9rwardslliftsto the aPPlicant.' 5

Rebllttal by the applicant involv.,s a suffi"i.,nt showing of fa.cts
sl1Pporting the opposite. conc.LusLon ;" • This· factual evidenc., can
rdateto a'1Y of the factorss.,t. forth in Graham v, .olohn Deere."
These factors include tile so,..called"secondary considerations"of
non",obviousness. such afil ... commerci"lsl1ccess, ... long felt but
unsolved need,failure of,others,andthelike", which factors
were recently given new acceptance by the Federal Circuit.'·

CHEMICAL COM~UNDS,..,..A .SPECIALCASE

The.chElmi"al casefilonprilllafac:ie obviou",nessfall generallYi'1~9
two categories. .The> first catElgOry ..are tllose cases wherein< the
modification 9f the pri6r art compound .. to obtain theclaiJlled
compound is said to be "suggested", in.th., prior. art or that ,the
prior art provides .the proper "mo~ivation" tomakEl.the claimed
invention. The second category includes those cases wherein the
claimed compound is alleged to be obvious in view of one or more
.pri9r art. compounds whi"h . are • structurally quite siJllilarto thE!
claimed compound, .'l'his·.stl."llctural similarity .il'lthe.second .case
must be such that the claimed cOlllP011l'ld would ·be presumedto.have

14. In re Piasecki, 745 F.2.d 1468, 223USPQ785, 788 (Fed. Cir.
1984).

15. ta.

16. In re>Heldt, 433F.2d808,811, 167 USPQ 676,. 678 (CCPA1970).

17. piasecki, supra. See, also, Perkin Elmer v.Computervision
corp,., ]32F. 2d 888, 895-6,22.1 USPQ 667, 6.75 (F.,d.Cir. 1984)
and In re Sernaker, supra,702 F,2dat.99.6-7, 217 USPQat. 7-8.

18. See, Graham, supra, 38;3 U.S·.atl7,148USPQ at 467.

19. See, Sernaker, supra.
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similar properties, without any :further teaching in the prior
art. 2 0

REJBCTIONS BASBD ON A SUGGBSTION IN THBPRIOR ART

The majority of decided cases. on .pi:'ima facJeobviousne"s fall
into the first category; .i.e., obviousness based onasuggestion
in a proper combination of prior art references. 2 1 To establish
a prima facie case of obviousness based on a· suggestion· in the
prior art, it is. necessary to ascertain wh"ther the prior art
teaching;; would appear to be sufficient to one of ordinary skill
in the art to motivate or suggest the making .of the claimed
substitution orothe",modificatio~ of the closest prior art
coIllPound. 2 2 . The prior art· further. must provide to one of ordin
ary skill in the art mo:tivation .tomake the. proposed molecular
modifications needed to arrive at the claimed compound. 2 '

The fact that the prior art maysllggest the particular modifica
tion of the prior art "ompound for.a diffli!rell t purpose than that
,Usclosed· .fo:rthe "laimed· compound is ••. irrelev;int to. the .is.sueof.
whether primafacieobviousnessexists. 2 4 • However,the.fact.that
t l1e p r i o r art compoundsa:rEl U;seful for a different Ilurpose may
provide the applicant with a p~"is for rebutting the prima facie
case of obviousness." Forexample,the CCPA has hElld that while

20. These two kinds of bbviousnessrejectionshave
to as "referential obviousness" .. and"stiuctural
respecti"ely,in Armitage ,supra/at·A:':62 •

been referred
obviousness"

21. Arguably, "structu;",al obviousness" is merely a subclass of
obviousness based·on a<suggestion in the prior art. Note that
lohe Court of Appeals for the Federal Circuit has stated that
obviousness rejElctions based on clOSEl similarity in chemical
structure arise "from the expectation that compounds similar in
structurEl will have similar properti"s." BElEl, In re Lalu,supra,
223 UBPQ at 1259, citing In rEl Gyurik,596· F. 2d 1012, 201 UBPQ
552 (CCPA 1979). ThUS, "motivation" arisEls from this ElxpElctation,

22. InrEl L.alu, 223 UBPQ 1257, 1258 (CCPA 1984) ; InrElTaborsky,
502 F;2d 775, 780, 183 UBPQ50, 55 (CCPA 1974).

23. Lalu,supra;In re stiElminsJci, 444 F. 2d581, ·586, 170 UBPQ
343, 347 (CCPA 1971).

24. BElEl Chisum, supra, §5.04[6]

~5.. I f the Ilrior ar:t compound
othElr than that 0 f thEl claillied c::c,lIit,otincl;
of non-obviousnElss. BEle In re Papesch, 315 F~2d 381, 137 UBPQ 43
(CCPA 1963).

-108-

..



-109-

28. In re Lalu, supra.

26. In re Lintner, 458 F;2dl013, 1016, 173 USPQ 560 (CCPA
1972) •

logically follows that if the prior art
for the compound, or no specific or
compound, no case of prima facie obvious
CCPA has stated:

From the foregoing, it
discloses no utility
significant use for the
ness can exist. As.the

How can there be obviousness of structure,· or partic
ularly of the subject matter as a whole, when no
apparent purpose or result is to be achieved, no reason
or motivation to be satisfied, upon modifying the
referenced compound's structure. Where the prior art
reference neither discloses or suggests the utility for
certain described compounds, why. should it be said that
a reference makes obvious to one of ordinary skill in
the art an isomer, homolog or analog of related
structure, when that mythical, but intensely practical,
person knows of: no 'practioal' reason to make the
referenced compounds, much less any structurally
related compound. 2 '

The Federal Circuit has adopted this principle in a case where
the claimedcompounds.were disclosed for·certainutilitiesi and a
closely related compound was disclosed in a prior art . reference
as useful as an intermediat",. to prepare final products having
utilities different from the claimed compounds; The Court of
Appeals for the Federal Circuit held that there can be no
presumption that the intermediate's utility would· be the same as
the claimed final product. That is, there was·no motivation
provided for one of ordinary skill in the art to modify the prior
art intermediates. 2 •

27. In re stenJin.ski, 444 F.2d581, 586, 170 USPQ 343 (CCPA
1971) •

it is true that the fact that thee applicant made the claimed
modification for a different purpose than the purpose suggested
by the prior. art does not change the < conclusion of prima facie
obviousness, the differences between a patent applicant's and the
prior art's motivation for adding an element to a composition may
be reflected in tihe.. composition ultimately prOduced. Thus, the
claimed· composition may possess unexpectedly superior properties
or advantages as compared to prior art compositions and,
therefore, the conclusion of prima facie obviousness may. be
successfully rebutted. 2 •



However,wherethealleged prima facieob....ious intemediate leads
to compounds having surprising· and unexpectied. utility, this
property.of the end.productcanbeused to rebut the rejection Clf
claims to the intermediate. 2 '

Obviously, motivat·ion requires a showing of both the desirability
and the means to make the claimed modification, Thus, where the
prior art provided no means for preparing the claimed compound;
prima facie obviousness. was not established even though .. the
desirability of making the compound was suggested in the prior
art. 3 0

The courts have also recognized something which:might be consid
ered ·reverse motivation.· Thus, where a significant. teaching in
the prior art tends to lead those of .. ·ordina;ry skill away from
what is claimed, non-obviousness is established, even though
other parts of a reference might. suggest theclaimedinvention. 3 1

The entire 'disclosure of the prior art must be considered, not
just selectedportions. 3 2

REJECTJ:ONS'BASED ONSTRUCTURALOBVJ:OUSNESS

The second catego;ry of 'prima facie obviousness rejections has a
long judicial histo;ry, The question of how close compounds must
be structurally to the prior art compounds for there to be an
inference of obviousness (even in' the .: absence of some suggestion
or motivation in the prior art to make the molecular modifica
tion) has been variously addressed by the Courts and
commentators." The early cases, commonly referred to as Hass I,

29. See, In reMagerlein, 602 F.2d366, 202 "USPQ . 473 (CCPA
1979)' Note, however,that ,while the unexpected properties of
the end product can be used to support the patentability. of the

. intermediate, they will not support the. patentability of an
otherwise obvious ·analog·processformaking the final product
from the'intermediate. Inre Durden,.763,F.2d,14.06,. 226: USPQ 359
(Fed.Cir. 1985),

30. In re Hoeksema, 399 F.2d 259, 158 USPQ 596 .(CCPA1968).

31- In re Lunsford, 357 F.2d 385, 148 USPQ 721,724. (CCPA 19(6) .

32. See, Inre Mercier, 185 USPQ 774, 778 (CCPAl978).

33. See, e.g., In re H~SS and Susie, 141 F_2d 122, 60 USPQ 544
(CCPA 1944) (Hass I); In. re Hass: and susie, '141 F.2d 127,60 USPQ
548 (CCPA 1944) (Hass II) and In re Hass and strickland, 141 F.'2d
3..30, 60 l].IH'Q !:j!:j2 .r<::<::1'.A.3.!j44L (IlassI:r:rlLIn reHenze, 181F.2d
196, 85 USPQ261 (CCPA1950); the Wegner paper; Chisum§5.04[6]
and the Armitage paper.
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Hass II, Hass III, and Henze set forth th",so:-called Hass..,Henze
doctrine. In Hass .I,theCCPA noted:

It is well understood by chemists that membe'rs of a
homologous series of .chemical compounds possess .the
same principal characteristics; that generally the
chemical and physical properties· of ,the individual
members vary gradually "from memberto·member ; and that
knowledge of the. properties and chemical behavior •. of
one of the other members of the series suggest to the
chemist the properties and chemical behavior of the
other members of the.series;'4

Similarly, in Hass II, the court held that in order to be
patentable, .. novel members ofa "homologous" series of .compounds
must possess some unobvious or unexpected beneficial properties
not possessed by the compounds disclosed in the prior art.'.'
Similarly, in Hass III, the court found that where the prior art
compound was acknowledged to be an adjacent lower homologue, the
claimed compound ··was '.,unpatentable thereover, even ·.though . the
applicant· discovered that the compound was. useful for purposes
other than those disclosed for the prior art compound, The court
noted that "It is sufficient to say that there is nothing of
record to indicate. that the prior art compounds do not possess
the same properties as the compound here involved, or that they
would not be useful for the same purposes as the involved
compound.,!3~,

The rule
Henze.~7

homologue

to be drawn from these cases is set forth in In re
In Henze, the court held that where the adjacent

is old in the art,

The burden is on applicant to rebut [the presumption of
unpatentability] 'by a showing that the ,claimed compound
poSseSsesunobvious or unexpected beneficial properties
not actually possessed bytheprior.arthomologue. It
is immaterial that the prior art homologue cannot be
recognized or known to be useful for the same purpose
or to possess the same properties as the claimed
.compound. '8 [Emphasis in. original.]

34. Hass I, 141 F.2d at 125-26.60 USPQ at 547.

35.. Hass II, supra, 60USPQ 551.

36. Hass III, 141 F.2d 132, 60 USPQ 554.

38. 181 F.2d at 201, 85 USPQ at 265.
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In the Henze case,theapplicant<attemptedcto rebut .prima facie
obviousness by showing that the claimed compound was active at a
lower dosage than the dosage stated for the prior art compound.
However, there was no evidence that the prior art. compound wasn't
also useful at that lower dosage. The court noted that it would
be inconsistent with the· purpose of· the ccpatentlaws if one would
be allowed to obtain a patent ona compound closely related to a
prior art compound by showing a useful· property for the new
compound,without showing· that the same property is not inherent
in the old homologue.'·'

A succession of cases after the cHass/Henze series set forth
various doctrines which have led various writers, examiners, and
patent practitioners to elicit cc hard and fast rules regarding
which structural modifications of prior art compounds are
"structurally obvious" without further prior art showings setting
forth equivalence or motivation."

It often happens that patent examiners, andsometimes.even.paterit
attorneys, become so fond of chemical labels that they take
rejections based on such labels at faC:::evall.le,without sUbjecting
them to the appropriate critical analysis. This approach is
unwise. For example,the CCPAhas noted, with regard to labels,
such as:"homoloq",·anal'oq" I and:"isomer," that

The name used to designate the relationship between
related compounds is not necessarily controlling; it is
the closeness of that relationship which is indicative
Of the obviousness or unobviousness of the new com
pound. "

SimilarlY, the Federal Circuit has clearly indicated that this is
not the proper approach. In InreGrabiak,'2 thecourt c. stated
that when· chemical compounds have "very close" structural
similarities and similar utilities, a prirnafaciecase may be

39. 181F.2d at 202. This ultimately led to the seminal case of
In re Papesch, 315 F.2d 381; 137 USPQ 43 (tCPA 1963), discussed
infra.

40. See, e.g., Wegner, "Prima Facie Obviousness of Chemical
Compounds," 6 APLA Quart. J. 271 (1978).

41. In re Payne, 203 US!'Q 245, 255 (CCPA 1979) ,andcasescited
therein.

42. 769 F.2d 729, 731 226 U~~iL~7~!. 8ZJ;:Z.2~JF~<i:.Cir. 1985
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made without any more showing." The court t10ted that under such
circumstances, where close structural similarity to prior art
compounds is shown, the. burden of coming· forward shifts to the
applicant, and evidence·affirmatively supporting unobviousness is
required. The Court went on to state,however,that

Analysis of those circumstances in which a prima facie
case has or has not been made in view of the degree of
the structural similarity or dissimilarity, or the
presence or absence of similar utility between the
prior art compound and that of the applicant; has
inspired .generations of applicants, courts, and
scholars. Upon review of this history, we have
concluded that generalization should be avoided in so
far as specific chemical structures are alleged to be
prima facie obvious one from another. Although we do
not accept Grabiak's argument that when biological
activity. is involved there can be no presumption (Le.,
no prima facie case) of obviousness, in the case before
us there must be adequate support in the prior art for
the ester/thio . ester change·· in structure, in order to
complete the PTO'sprima facie case and shift the
burden of going forward to the applicant."

In Grabiak, the applicant was claiming certain thiazole
thiocarboxylates useful as herbicidal safeners. The prior art
described similar thiazole carboxylic and thiazole carboxamide
compounds. also useful: as safeners. The difference between the
prior art compounds and the claimed compounds was the replacement
of an oxygen with" a sulfur atom. The examiner also cited a
reference to certain other, structurally dissimilar safeners,
which had a ring system wherein one element of the ring could
have b.een . oxygen or sulfur. Further, the Board of Appeals stated
that the close analogy between sulfur and oxygen is well known as
a general chemical principle. The Board of Appeals also cited
twoCCPA cases' 3 for the proposition that oxygen· and sulfur are
well known to be interchangeable. These two cases had found the
sulfur oxygen exchange to be obvious in view of prior art.

43. In this regard, the court cited In re Wilder, 563 F.2d 457,
1895 USPQ 426 (CCPA 1977) (adjacent homoloques and structural
isomers); In re Hay, 574 F.2d 1082; 197 USPQ 601 (CCPA 1978)
(sterioisomers); In re Bach, 428 F.2d 1341, 166 USPQ 406 (tCPA
1970) (acid and ethyl ester).

44. Grabiak, supra, 226 USPQ 871-872.

45. In re Fancher, 410 F.2d 813, 161 USPQ 613 (CCPA 1969) and In
re Albrecht, 579 F.2d 92, 198 USPQ 208 (CCPA 1978).
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However, ,the 'Federal Circuit noted that the prior art cited by
the examiner did not suggest the interchangeability of sulfur for
oxygen in the ester moiety of the claimed compounds. Further,
,the court noted that in the cases cited by the.Board of Appeals,
the interchangeability, of sulfur for .oxygen ,was . suggested· in
structures much more similar to the claimed compounds.

The court then repeated the statement'·found in Inre Berge!.,4' to
the effect that the mere fact that it might be possible to find
two isolated disclosures which might be combined to produce a new
compound does not render that ,compound obvious Unless the art
also contains something to suggest the' desirability of .. making
this combination. 4 7 In the absence of such a reference, the
court held there was inadequate support for the PTO's position
that ·thismodification would prima facia have been ..obvious.

Finally, the court rejected the solicitor's attempt to, argue that
the activity<of<the.claimed compounds was predictable from the
prior art •. As part of his argument.inthisregard,the'solicitor
cited the· statement in the applicant's own application that the
compounds were ,. useful as safeners, The court; rejected this out
of hand, noting that iLevidence of similar biological properties
is to be relied upon, it must come from the prior art,. and not
from the applicant's own specification.

The significance of ,this decision in terms of, the standards. for
prima faci.e obviousness is not to be underestimated. In Grabiaki
the applicant was claiming a compound having.the same propert1es
as the . prior art compounds. It is not apparent from reading
Grabiak that the claimed compounds had' aupez-Loz propE!rties, as
COlRpared to . the ,'. compounds ,cited· in the prior art ,

However, the applicant was not required 'tomake·anyishowing,
sincethePTO .. had failed to' establish aprimafaoiec:iasei 6f
obviousness. Thus, before. a patent practi~ioner takes an
examiner's rejection at face value, the rejection should be
closely examined to see whether the prior art provides the
necessary motivation for making the claimed substitution; Inthe
absence of. such a disclosure in the prior art, the evidentiary
burden remains with the PTO, and no showing need be made by the
applicant.

COMPARATIVB SHOWINGS

The principle
established by

that pz:ima
an examiner,

facie obviousness, once properly
can be rebutted by a showing of ..

47. Grabiak, 22~. USPQ, at 872.
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unexpected properties of the claimed compound as compared to the
prior art compounds is well established. Perhaps the leading

.caae. in this area is . In re Papesch' 8.. citing a'long series of
cases, the CCPA held that patentability in chemical cases is not
determined on the basis of obviousness of the structure alone.
Therefore, it is appropriate to take into consideration the
biological or chemical properties of the compounds in determining
whether they are obvious in view of the prior art. Thus, the
CCPA stated:

~From the standpoint of patent law, a compound and all
of its properties are inseparable; they are one and the
same thing • The graphic formulae, theChemicalnomeh
clature, the,systems of classification and studies such
as the concepts of homology, isomerism, etc. , are mere
symbols by which compounds can be identified, class
ified and compared. But a formula is not a compound
and while it may serve in a claim to identify what is
being patented, as' the metes and bounds of a deed
identify a plot of land, ·thethiilg that is patented'is
not the formula but the compound' identified by it. The
patentability of the thing does not depend on the
similarity. of. its formula to that of another compound
but of the similarity with the former compound to the
latter. There is no basis in" law for ignoring any
property in making such a comparison. .An assumed
similarity based ona comparison of formulae must give
way.to evidence that the assumption is erroneous.'""

Thus, in Papesch, the court allowed the claims to a compound,
even though the prior art was conceded to disclose a lower
homolog thereof, .in view of the applicant's showing of
pharmacological data demonstrating that the claimed compound was
active as an antiinflammatory agent whereas the prior art
compound was·not. Thus, afterPapesch, it was clear that prima
facie obviousness could be rebutted by a showing of an unexpected
difference in.properties.

·Subsequent·cases.expandedthisto include significant differences
in the degree '·ofthe, same property.' 0 The quantum of evidence
necessary to establish that a difference in properties is
sufficient to rebut a prima facie case is, of course, subject to

48. 315 F. 2d 381, 137 USPQ 43 (¢CPA 1963).

49. Papesch, supra,3l5F.2d at 391, 137 USPQ' at 51.

50. In re Boch, 428 F.2d 1341, 1344, 166 USPQ 406 (CCPA 1970).
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.eome debate.," In general, what is surprising and vunexpectied
depends to a great extent on the art. Each factual situation is
unique 'and" the,. persuasive skills of the 'patent attorney ,are
clearly called for in close cases.

CLOSEST PRIOR ART

The patent applicant is often faced with a situation wherein
there are several prior art references disclosing compounds
similar to the claimed invention. Assuming the appropriate
structural similarity and/or motivation is presented in the prior
art, the question then arises regarding which prior art compounds
to which a comparison must be'made, and ,further, how many of such
comparisons must be made?

The CCPA dealt with this issue stating as follows:

Given" the enormous variety of technologies, and claimed
sJiliject matter, noall-encomp"ssing principle or test
can be delineated for determining the closest prior
art. However, an almost self-evident guideline would
appear effective in most cases. A comparison ., of the
claimed invention with the disclOsure 'of each. cited
reference to determine the number of claim limitations
in common with each reference, bearing in mind the
relative importance of particular limitations, will
usually yield the closest single prior ,art reference,
if one such reference can be found .'2

Thus, the ,principle is es,tablished that to rebut a prima facie
c<lseof Obviousness,c>ne need c>nly compare' to the clc>ses,t pznoz'
art reference.

The closest prior art compound may not necessarily be the closest
reference cited by the, examiner. Where two pieces of prior art
are in fact equally close to the claimed invention, there is no
logical reason for requiring applicant to make a comparison with
one in favor ,of the other. Thus,theCCPAhas held that the
ClPplic:antmay compare the claimed invention with a piece of prior
art actually used in,the real world if theapplicant"establishes

51. See, Chisum, supra, section 5.04[6][e), I n reLohr , 317,F",?d
388, 137 USPQ 548 (CCPA 1963) ("clear and convincing evidence"
necessary), In re Lunsford, 357 F.2d 380, 148,USPQ 716 (CCPA
1966) (4.6-7 times more potent sufficient), and In re Wagner, 371
F.2d ' 877, 552 (CCPA 1967) '(must be a difference 'in

, "d:egree and

52. re Merchant, 575 F.2d 865, 197 USPQ 785 (CCPA 1978).
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that its teachings.are' equal to the relevant,disclosure
relied upon in the 'examiner"srejection. N S '3

However, . care should be exercised if an applicant 'wishes to
compare the claimed invention against one piece of prior art
instead of another. This is particularly true if the applicant
wishes to compare the claimed :lnvention against prior' art not
cited.by the examiner but which the applicant believes is equally
close to that cited by the examiner, In such a case; the
applicant must establish such an equivalence on the record before
the PTO. The . Federal Circuit recently discussed this situation
in Tn reJohnson. 5 4 In this case,the applicant chose one of two
pieces of prior art· over which to make the comparison to overcome
prima facie obviousness. The examiner cited both pieces of prior
art, and made no showing or comment·· regarding wh:lch piece of
prior art was the closest. Before the Court, thesolic:ltor on
behalf of the Patent Office argued that the one prior art
reference for which no comparison was made was actually closer
than the other, but'the Federal Circuit stated that resolUtion of
this dispute was unnecessary' The Court stated that the burden
was on the applicant ,to establish . that the two pieces . of prior
art were equivalent such that a showing of superiority over one
piece of prior art would of necessity be a showing of superiority
over the other piece of prior art. 55 Because the applicant's
affidavit did establish this equivalence, and did not show the
relative effectiveness of the claimed compounds as compared to
all the compounds of the prior art, the applicant was held not to
have overcome the case of prima facie obviousness, and the
rejection was affirmed.

The basic principle is that when an applicant tests less than all
of the cited compounds in making the comparison to the claimed
compounds, the tests must be sufficient to permit a conclusion
respecting relative effectiveness of the claimed compounds and
the compounds of the closest prior art. 5 '

CONCLUSION

Prima facie obviousness is merely a procedural device. Itdoes
not change the basic law concerning the conclusion of non
obviousness. embodied in 35 USC103,as interpreted 'by the courts.
However, a . thorough. understanding of the concept is 'necessary ,.. in
order. that patent ,applicants are aware of when it is, ·and'·isnot,

53. In reHolladay.,>584 F.2d 384, 199USPQ 516, 518 (CCPA 1978).

54. 223 USPQ 1260, 1263 (CCPA Fed. Cir. 1984 .

55. supra, 223 USPQ at 1264.

56. In re Payne, 606 F.2d 303, 203 USPQ 245, 256 CCPA 1979).
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necessary to come forward with proof .• to.crebutaninference .of
obviousness. For, as' we have,:s~en ",-from an:<:analysis :of: some .of
the important cases, the knowledge of when, "if and how to produce
rebuttal. evidence can. mean the difference between. obtaining or
not obtaining a patent. 57

Obviousness. of chemical compounds is a problem of patent.law, and
not of chemistry. 5 8 However, a thorough knowledge and analysis
of the facts is necessary cLn. each case. This of necessity
includes the.structureanddisclosedcpropertiesofthe prior ar:t
compounds as well as theproperti..s ....of· the .. claimed. invention,
Le. ,the art as awhole,~' The' process of obtaining'patents is
not a cut and driedarea.of comparisons towell..,defined prior art
compounds. Often' the. ·.distinctions between .the.claimed ... compounds
and the prior artccompounds require. a thorough analysis. of
several different references, . and each. of these references should
pe.analyzed carefully·to.seewhat the entire teaching may b...

A thorough understanding of the ..principles.of prima facie
obviousness will goa long way.toward helping patent practitiori..,
ersto identify the impor:tant issues and.;sllccessfully obtain
patents.

57 • Compare. Grabiak, supra, wherein. the applicant was able to
obtain a patent without any evidence of unexpected properties
with Johnson, supra, wherein the.iapplicant was denied a patent
because an effective showing was not made against all of the
relevant pr.iorart.

58. In reJohnson, supra, 223. USPQ·at1263. Note.that'the·cU.S;
Supl;$IIleCourt ,has vacated .a finding of i .validity.andcrequested.the
Court of.Appealscforthe.FederalCircuit .....to 'morec clearlyCdelin
eate the factual as opposed to legal bases. for opviousness. in
Panduit Corp. v. Dennison Manufacturing Co., U.S. ,54 USLW
3695 (1986); As ofthis."oIriting,·thedecisioncon-remand has not
been seen.
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Parallel import of genuine goods embraces complicated
issues which require measures to balance the interest. of the
trademark owner and general consumers •...There ar". two"lap.(j
marking decisions in Japan which r uLed legality of parallel
import, the "Parker Case" in 1970 and the "LACOSTE Case"·in
1984.

This paper outlines the "LACOSTE"
basis for legality of parallel import
other important cases.

Parallel import of genuine goods has a close connection
with economic environment, such as exchange rate or trade
balance. Under the circumstances of strong yen and foreign
criticisms against Japan's enormous trade surplus, the
Japanese government has started investigations to accelerate
competition between the authorized exclusive agent and
parallel importers of genuine goods expecting that foreign
goods will be much sold at lower prices.
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Parallel Import of Genuine Goods

- In the case of "LACOSTE"trademark'-

Japanese Group, Committee No.1

{Trademark· Subcommittee)

1, Introduction

As international transactions and information exchange

become more active, chances to see foreign goods and foreign

trademarks have much increased. Under these circumstances,

trademarks play, beyond borders, an important role as an

effective means for expanding sales channels or acquir ing

goodwill and as a tool for selecting products.

However, it is also true that the protection of a

trademark is legally restricted to a country where it is

registered, whlchi.s,in legal terms, called a "terJ:itorial

principle". Thus; parallel import of genuine goods .is an

issue to be analysed in view .of the. relationship between a

territorially restricted trademark right and it" beyond-the

boundary role as a business tool. Today, international

transactions are commonplace. It seems that the issue of

parallel import of genuine goods should be studiedfroln an

international standpoint.

In the united States of America, we understand that

unauthorized import·of genuine goods is cailed "gray market"

which currently evokes serious concern among the trademark

owners together with trademark counterfeit problems. Taking

such tendency in the· united States i.nto account, the

Committee No. 1 has selected the issue of parallel import of

genuine goods for review of Japan's position.

In Japan,. the number of court decisions on parallel

import of genuirtegoods are not so large compared with the

Uni ted States. However, we have a recent good case, La
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"LACOSTE" case)"ruled in,,1984 by, the Tokyo District Court

which approved .paraj.Le l, import of gen~ine goods, following

the well-known "PARKER" case, (N.M.C. Ltd. v , Shriro Trading

Co.) decided by the Osaka Di"trict Court in 1970. This paper

first disc,:sses the "LACOSTE" case in detail, and further

other relevant decisions as well as custom, pr ae t Lcea which

d~a.l wi t h parallel import.

2. The "LACOSTE" Case

(1) F<icts (See AppendLx)

(i) The plaintiff, L<icoste, owns a trademark

~egisterd in Japan which consists of a figure" of an

<illig,ator and the word "Lacoatie " Lns Lde the 'al,ligator

(Registered t.r ademar.kj see List A in Appendix) • The co-s

plaintiff" Sa.nkyo, Seiko, owns an, e?,clusive Lioense

("senYClsl1iyok~I)~')\1nder the registered, t1='a.c:lelU!!~~(N(Jte 1.).
(ii) The co.,plaintiff, Sankyo seiko, has been

lUa.nufacturing in Japan shirts and Sweaters ,bearing the

alligator trademarks and "LACOST,E" marks (plail\tiff's

,trademark,.;, see ,List, ,R

agreement with the plaintiff, Lacoste. Sankyo has been

selling the"egoods in, Jap<l,n, Korea and Taiwan.

(iii) Izod, Inc." a, U.S. company, ,executed a

license agreement" wi thLacoste All~~a.t.0r Inc., a Swiss

corporation and subs Ldd ary of the pbintiff, Lacoste",in

connection with trye alligator tradema~ksand th~ "LACOSTE"

trademarks. Under this aqr eemerit, Izo" manufacture" in the

United States and sold in the United States and the

Caribbean countries shirts and, the likei:)earing the

alligator trademarks and the "LACOSTE" trademarks

("defendent's t rademar ks "} see List C in Appendix). The
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States and the <Caribbean countries by, the license agreement.

(iv) The defendant; , Shinsh,in Boeki, Lmpor t ed into

Japan Izod' s goods marketed in >the United States and the co..

defendant "Miura,' purchasedthese·goods from,ShinshinBoeki

and resold them in Japan.

(v) The plaintiffs"Lacos.te.and s ankyo. Seiko

brought an act i on in t.he TokYoD,istrictCourt for. injunction

against the defendants based on the registered trademark and

the exclusive license ,thereunder, Injunction was also

claimed in view, of the Unfair Competition Prevention, Law,

Art. 1-1-1 (Provision on injunction of acts to cause

confusion of source :by using unauthorized indications

similar, to we11.. known marks) .(Note. fl.
(vi) The defendants cont.ended by denying the

alleged s i.mLl.ar ities between the deferidarrt; 's, trademar.ks and

theregisteredtrademark,and denying alleged likelihood of

confus Lon of their goods in view of the source of goods. The

defendants further cent.ended that their, importation

constituted parallel import and lacked in substancial

ill.,gality •.

(2) .<Decision of the. cour t

The Tokyo District, Court, while partly' refusing the

p.laintiff's assertion as to similarities between the

defendant's trademarks and the registered trademark,

admitted similarities. between· the registered, trademark and

the indication of~LACOSTE"in the defendant 's'trademarks.

In view, of the. Unfair Competition Prevention Law:,further,

the court upheld that the indications on the plaintiff's

goods (i. e., the alligator trademarks and the "LACOSTE"

trademarks) were well known and that defendant,'s goods

caused confusion as to the source of goods with the .'
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In view of defendants' defense that parallel import

lacks in illegality," the .·court agreed with the . defendants '

assertion by stating as follows:

(i) The Trademark Law aims at protec;ting the business

reputation of persons using trademarks and the

'interests of the consumers; The importation and sale of

goods by defendant do nCltharm such business reputation

ncrr.such interests. The acts of defendants do not harm

funct ions of the tr ademarkto di stinguish the source of

goods and to guarantee· quality of the goods. For these

reasons, the defendants' importation and sale lacks In
substantial illegali ty and the plaintiffs can not

enjoin the defendants' act based on the trademark right

and its exclusive license.

(ii)· The Unfair Competition Prevention Law aims at

preventing unfair practices of competltionwhich are in

the· breach of commer e i.aL ethics. This law does not

impose any restrictions on fair trade. The purpose of

Art. 1-1-1 of this law is to prevent a so-called "free'

ride" on others' trust and reputation in busLnessv.tihatr

has been establishd under well~known marks. The

importation and sale of defendants' goodS bearing

defendant's trademarks, which indicate the same source

as the ·plaintiff's trademarks, do not constitute unfair.

practice of competition under the law. Defendant's

importation and sale lacks in substancial illegality

and thus the plaintiffs can not enjoin such

defendant' sact under the Unfair Competition Prevention

Law.

in the
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In the decision, the court reasoned as follows.

(a) "The plaintiff, Lacoste is well
world including as a source of
farriolls "LACOSTE"



trademarks including this registered trademark, and
administers its own trademarks by .itself or through
Lacoste Alligator, Inc., which is under financial
control of the plaintiff, in order to maintain such
business reputation. as established under said
recognition. It can be recognized that the plaintiff,
Lacoste, strictly performs quality control on goods
manufactured and sold by its licensees Lnc Lud i nq Izod,
Inc. who has a license in the united States and the
Car ibbean countr ies, and the co-plantiff, Sankyci se i ko
who has a license in Japan, Korea and Taiwan. In this
respect, Izod in the United States and Sankyo Seiko,
the co-plaintiff, in Japan are on the same position
that they sell their own "LACOSTE" goods under and
utilizing the trust and reputation of the plaintiff,
Lacoste. While the plaintiff '.s t r ademar.ka have been
widely recognized.as. an. indication of the goods sold by
the co-plaintiff, Sankyo Seiko, this is due to the
background that the co~plaintiff, Sankyo Seiko, has
been in business r.elatipnship with a known Lacoste, the
plaintiff, and can act·as its licensee."

(b) "The defendants assert.ed that there are
differences between the plaintiffs' goods and the
defendants' goods in quality and shape. However,
quality and shape. of apparel vary depending upon the
fashion of the time. The plantiff, Lacoste, agreed
that Izod, Inc. may manufacture goods of different
quality and shape under trademarks identical to the
"LACOSTE" trademarks, Izod, Inc. is a licensee of
Lacoste Alligator Inc. in the Uni ted State who is under
thefinanc:ial control of the plaintiff , Lacoste. For
this reason, alleged differences in the quality· and
shape of the goods at issue are within an allowable
scope to identify that the. goods corne .out of .. world
known Lacoste, the plaintiff. These differences can
not be regarded as adversely affeCting the function of
the trademark for guarantee of quality.

(c) "The importation of defendant's goods dOes not;
damage the d l s t Lnc t Lon-of-esour ce function and the
guarantee-of-qualityfuncHcin of the registered
trademark and the plaintiff's indications. It does not
Irijur e trust. and r eput.at.Lon of the plaintiff, Lacoste
or the co-plaintiff, Sankyo Seiko, who is a licensee of
Lacoste and is selling Lacoste goods utilizing the
trust of Lacoste, nor injure the interest of general
consumers. II

In connection with the territoral limitation that Izod
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is granted a license only in the United States and the

Caribbean countries and is. pr?hibited from selling any

trading companies under its agreement , the court stated that

this fact is not a fac~er to be respected in examining

whether·· or not the act of defendants. lacks in. substantial

illegality under the Trademark .Law and .the Unfair

Competition Prevention Law in Japan;

3. Parallel Impo"tof Genuine Goods

(1) In.. the Par.ker case, the Osaka District Court first

held on February 27 ,1970 that parallel import of geQuine

goods .was legal. Following. this decision, the above Lacoste

case is an important one, holding that the trademark right

is unenforceable against parallel import of genuine goods.

This decision further seems to be i,mdmarking because

legalitYo.f parallel import of genuine goods.was affirmed·in

the lightafnot ol1iYtrademark infringement but: also the

Unfair Competition Prevention Law. Because of its

significance, readers of this paper will allow a bit lengthy

. Ln t roduc.t.Lon, of..this .cas.e •.

In·· the Lacoste case ,thecourt. conc'Iuded tha.t neither

of the plaintiff ,Lacoste northe.co:-plaintiff, Sankyo Seiko·.

as an e xcLusLve : licensee were harmed by paraiiel. import of

genuine goods and .that the interest of consumers, was not

damaged. In view of the purpose of the Td.demarkLaw and

the Unfair Competition Pr.event.ion Law,the court determined

the lack of substantial illegality and theunenforceapility

of injunction undar . these. two laws. Judgement taking· into

account the baLarice vbe tween the interest of the trademark

owner and the inte,rest. .of general corisumers was already made

in thel?arker case. (Note 3.)

In the Parker .caae., the. court, while agreeing with
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a person who

substantially

thus admitted

the territorial principle, states:

Uthe object of protection .by a.trademark is a function
of the trademark, and by means of protection of these
functions, not only the interest of the trademark6wner
but also the interest of· the public can. be protected
altogether. In this point of view" the trademark right
has much stronger links with the society or the public
than other industrial property rights do."
"Although the trademark right has in principle nature
of a private property ,the scope of its protection is
inevitably subject to social restrictions. The
application of the territorial principle must be
reasonably determined in vi~w of. the, sprit of trademark
protection '" wi thmore emphasis on the infringement of
trademark functions."

Injunction of a third party's act due to trademark

infringement requires that the act is made ..by

has no formal title, and that the act is

illegaL Based on.thesereasons ,the court

legality of parallel import of genuine goods.

(3) In the Parker case (Note3~), .atthe request of an

exclusive Licensee of a regis'teredtrademark, the Bureau. of

Customs with the Ministry of Finance enjoined the

importation of U.'S • goods under Article 21 of the "Kanzei

Teiritsu" Custom Law) (Note 4.) which prohibits the

importation of goods to infringe industrial property rights

such as patents and trademarks. The importers brought an

aCtion claiming a,declaratory judgement that the prohibition

of import a..nd sale of goods has no appropriate ground. In

accordance wi.th the custom practices, genuine goods had been

sllbject to theprohibiJ:ionof an importationu.nder Ar.ticle

21 of the Custom Law.

However, upon the decision of the parker case, the

Bureau of Customs in charge .of the custom practices changed

it.s. position to exempt the, genuine .goods from . the import

embarqo and promulgated the change in 1972 (Note 5). The

promulgation formally ordered that import of genuine goods
•....•.•...•. C .m::. . m............... ..... ml!'"
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trademark

goods as

treated as not constituting a

The promulgation defines the genuine

had to be

infringement.

follows:

"In case that a person attaching a mark to and
distributing goods as same as the trademark owner in
Japan or can be deemed as practically identical to the
trademark owner in view of their special relationship?
«uch goods so distributed shall be genuine goods.
However, this shall not apply to those goods in case of
the respective use of the mark can be separately
recognized, namely, the trademark used on the
distributed and imported goodS indicates a separate
source or guarantee a separate quality distinctive from
the source or quality that alleged trademark indicates
01: guarantees."

The decision of the Parker case had an inflUence on not

only the cuStom practices but also the policy Of the Fair

Trade Commission of Japan as well as the custom authority.

In its "Criteria for examining unfair method of transactions

in Exclusive Agent Agreement for Import, etc.", the

Commissicinlisted"unreasonable hindrance of· parallel import

of goods under the agreement" as one of the transactions

likely to 'be cons i dered. as unfair transactions (November

22, 1972) •
......... "

(4) The Parker case was supported bya large number of

lawersand practitioneers and since this decision, parallel

import of genuine goods has been regarded as legal practice.

However, there maybe several situations with respect to the

relationship between the parallel import and a domestic

trademark right. In some cases, it may be difficult to

di termine as to whether or not an unauthorized import of

genuine goods amounts to leagal import of genuine goods.

There are several cases in which arguments ·weie made to

determine whether it is parallel import or not. rn this

regard, we would like to discuss two outstanding cases

below.

(a) The "Mercury" Case (Decided August 31, 1973, Tokyo



the assertion

goods because

between the

District Court}

The plaintiff is engaged in the import and sale of

miniature cars based upon a sole agent agreement with a

subsidiary of Mercury Inc., an Italian manufacturer of

miniature cars. The subsidiary thereafter granted to the

defendant, a Japanese company;' a license to resell imported

goods in Japa.n. This license Was granted without prior

permission of the plaintiff and the subsidiary refused to

supply goods to the plaintiff. The plaintiff sued the

'defendant for infringement of two "MERCURY" trademarks which

the plaintiff registered. by itsel,f in Jpaan. In this case,

the plaintiff, having past experience 'of other trademark

disputes, had independently filed trademark applications

consisting of the word "MERCURY" and a design. The prior

registration of "MERCURY"wasci ted by the examinerdur ing

prosecutions. The plaintiff finally succeeded in

registering a trademark by obtaining an assignment of the

citation "MERCURyn,.

In this case" the court stated' that an issue concerning

parallel import of genuine goods occurs if:

"a third party imports into Japan goods manufactured
and sold by a tradem"rk owner, residing in a foreign
country providing that the foreign trademark owner has
registered a corresponding trademark in Japan or has
granted an .exc.Lus Lve licence to the special person, or
that. th" .apec i eL'per son has registered a corresponding
t r ademar k in J"panbut is 'Ln a close connection, with
th,e, f ore i qn trademark ownerl"gally (e.g., a sole sales
agent on behalf of ,the foreign trademark owner) or
economically (e.g '"a company within the same concern
asth" foreign trademark owner)."

In this case, the court did not support

of the defendant on parallel import of genuine

required legal or economical relationship
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~31, 1978 i . Tokyo

1981, Tokyo High

Case (decided May

Decided December 22,

(2) "Technos"

Distr Let; Court;

Court)

A Japanese company whoregisterd a "TECHNOS" trademark

in Japan sued for infringement ·of its registered trademark

the defendant who.importedr from Hong Kong and sold in Japan

watches bearing a trademark ".TECHNOS". The defendant

defended by asserting that the defendant's trademark is

originally owned by a Swiss corporation (Technos). The

defendant further contended that (a) Swiss Technos, owned the

trademark in Switzerland, (b) the goods at issue were

genuine goods exported to Hong Kong by.a Korean company who

was a sole, agent in . Korea for Swiss Technos and the owner o.f

the corresponding trademark in. Korea, and (c) the plaintiff

also imported watch parts (movement) from Swiss Technos,

assembled them and machined to get finished watches for

which the trademark .was used.' The defendant asser.ted that

the source and quality indicated and guaranteed by the

defendant's trademarks and those by the registered trademark

were ide.n.tic<ll.Based on these qrounds., the defendant

asserted that their" impor·t·a·tion·constituted··· par aLLeL. dmpor.t ..

of ,genuine goods.

Reg<lrding the defence of parallel import of genuine

goods, the Tokyo DistrictCour,t stat.ed-. that:

"It is, true that these requ i r emen t s are prerequisites
fClr constituting parallel import of genuine goods.
However, they are ". not, necessarysui:fici~ilt. The
plaintiff as theownerClf the . Jap"ne,;e troi(jemark
concerned should be, identicaltoSwissT."chnos, the
owner' of the trademark iII Switzerland or ina, special
relationship to constitute a' ground 'to regard the
parties assufi:iciently" identical ....!

The c9urtfurther s t at.ed that if the plaintifL of this.

case had,registered~the .trademark in Japan wit.h an approval

f.rom 'l'e<::hn013 or had been anas,;~gI\"" of



registration that Swiss Techons had formaly obtained the

case could ,fall ,under the lawful parallel import of genuine

goods. In actuality, 'however, the plaintiff registered the

trademark irrespective of any relationship with Swiss

Technos and entered thereafter into a business relationship

with Swiss Technos. Based on these findings, the court

rejected ,the assertion of defendant that its importation

constituted lawful parallel import of genuine goods;

In the appeal court (Tokyo High Court; Decided:

December 22, 1981) ,the High Court supported the conclusion

Of the first trial court but, reasoned that the defendant's

goods had not been genuine goods from the first finding that

Swiss Technos did not grant Korean Company a license to use

its trademark.

In these two cases, the courts commented on some

cri terla for accepting parallel import of genuine goods.

While their criteria<seem reasonable, their reasonings fot

the respective conclusions are yet insufficient namely, the

court should have fully studied the cases from the view

point of interest of the plaintiff and the interest of the

consumers concerning the 'related trademark and goods as

discussed in the Parker case and the Lacoste case. (In this

respect, the decision of the appeal court in the "TECHNOS"

case finding that the defendant goods have' no relationship

with Swis Technos ona factual .bas Ls and vthat; they are not

genuine goods, is reasonable because the case was judged at

the first stage not involved in the issue on parallel import

of, genuine qoods ,')

(5) In determining whether unauthorized import

consti tutespermissible parallel import of genuine goods or

not, fact analysis shall lead a decision, but, as factual

basis to be respected for studying a case, we wish, to pick
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the tr ademar k by a

a person with his

(a) The relationship between a national trademark

owner (owner of· a national trademark registration or its

licensee) and. the owner of a trademark which.islabelled on

imported goods (owner of a foreign trademark) ~'a legal or

business connection
To be specific:

- The parties are identical.,
-A national trademark owner is a assignee of', a

national trademark that a foreign owner has registered.

A national trademark owner has acquired a

national registration with a special approval of a foreign

owner.

A national trademark owner and a foreign

trademark owner are under a same control (capital) like in

the case of the Pa"ent-¢hild or brothers relationship.

- A national trademark owner is an exclusive sales

agent of the goods of a foreign trademark owner ,

(b) The relationship between imported goods and a

foreign trad.emarkowner

To be specific:

~ ..Thegoods. a.r.e those. manufactured. and.. sold .. by. a ..

foreign trademark owner'.

- The goods are those ·manufactured and sold by a

licensee of a foreign trademark owner.

- The goods are labelled with

foreign trademark owner by himself or

permission.

- The goods are under quality control by a foreign

trademark owner.

(c) The relationship. between the imported goods

and the goods handled by a. national t r ademar k owner

Example:
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Differences in their sources

Differences in their quality

- Substantial identity of the trademark put on the

respective goods.

4. Conclusion

We have discussed outstanding court decisions dealing

with parallel import of genuine goods in Japan. In

pr inciple, parallel import of genuine goods is now regarded

as legal. However, it embraces delicate theoretical

conflicts between the principle of trademark protection and

the terr i tor ial pr.Inc tpt.e . Unless they are standard cases,

therefore, it is not simple to adjust two principles.

Use of a trademark, namely trade of trademark-bearing

goods is an economic activity which can be greatly

influenced by society and economy. Parallel import of

genuine goods is also a profit-or iented .activi ty. Thus,

parallel import is influenced by the balance of

international trade, or by the fluctuations of exchange

rates. For example, in Japan, as the retail prices of

foreign goods has not been so lowered even under strong yen

and there are much cr.it i c i sm against the enormous surplus

trade, it is reported that the government is investigating

the practices of sole agents for importation and trying to

accelate parallel import of foreign goods so that foreign

goods may be much imported and sold at lower prices.

To the contrary, if parallel import of genuine goods

are broadly applied, it is likely that such broad

application will stimulate the appearance of counterfeit

goods bearing trademarks illegaly. If so, the interest of

the trademark owner will be adversely affected.

Parallel import of genuine goods is a difficult problem
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principle of trademark protection.
will be of some help f()rreliders to
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Note)

1. Exclusive License (nSenyoshiyc)i<en")

The Trademark. Law. prov i des an. excLus i ve licenpeewith a

right to exclusively use aregiptered t):.ademar~wit!linthe

scope which is granted by .. the .. trademark owner. Under the

Trademark Law, an exclusive licensee is entitled, like the

trademark owner, to claim an injunction against use of a

registe):ed trademark and a similar trademark by· a third

party.since such use constitutes an. infringement of his own

right ·to excLus.Lvel.y use the registered mark. (Trademark

Law, l\.r.t. 30. and Art. 36). However, a non-exclusiveli",ensee

is not entitled to seek an exclusion of ochers'.. use. The

exclusive license becomes in effect upon its recordation in

the Patent Office.

2. The Unfair Competition Prevention Law, Art. 1-1-1

nIf either of the following acts is likely to injure

the business interest of a person, the person may claim an

injunction against the iniuring acts.
con:ftJ.s~on

i) Act of causing I\. wi th another person's goods by

using an indication identical or similar to his name,

tradename or trademark, the package or container of his

goods, which are well recognized in the territory where this

law is applicable, or by selling, distributing or exporting

goods using such indication.

ii) (not cited) n

3. The Parker Case

This Case was appealed to the . Osaka High Court for

dismissal of the decision by the Osaka District Court in

1970. After the decision by the District Court, however, the

exclusive license agreement terminated. The appeal court

dismissed the appeal by the plaintiff, importers, for

absence of grounds for injunction without substantially

4. The Custom Law, Art. 21
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5.Promulgationdf the Bureau of Customs, Finance Ministry

Promulgation of pa.r tialAJ1\endment (No.14430f August

25, 1972) to the "promulgation for injunction aga'inst

importation of articles infringing intellectual property

rights" (No. 522 of May 31,1966)

"Anyone of the. following shall not be imported.

i)-iii) (citationomitted)

iv) Articles which infringe a patent right,

model right, industrial design righti trademark

copyright'or copyrighFneighbouring. right."

-136-

utility

right,



Diagram of the

France Japan U.S.A.

(Switzerland) La.coste Alliga.tor'Inc. (Tra.dema.rk owner in U.S.A.)--,

License
(Sale in' USA
and" Caribbean
nations)

I
{M"""!".'O..,'",.{

Izod Inc. ( I

Izod' s goods
(Trademarks ,(C)

I
(Distributed)

(B) )

*Defendant's goods
(Izod's goods)
Defenda.nt's trademarks (C)

t
(Sale)

I ,
Defendant: M1ura

I
Defendant: Shinshin Boeki ~(Import)-----

(Registration)~Plaintiff'sRegistrated
trademark (A)
"LACOSTE"+ Alligator

--~~-7) Plaintiff:Sankyo Seiko
(Exllusive, licensee)

I
(Manurfacture!sale)

~ ,

'Plaintiff's gbods
(Plaintiff's trademarks

(Financial
control,

Plaintiff:

I
~

'"...
I



APPENDIX)

List (A)P~a1ntiff's Registered Trademark

(Registration No. 1151800)
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-Panelist - Hideo Doi

P. 1

may be
and
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In the event neither of
will be n€cessarytoseek for a

of the arbitration clause provided
epp Lyvt.o t.hevcourt.vfor ' conci.Ltat.Lon'.

problem, the agreement
pI,o·pc's"l for amendment to

To solve the
cancelled or a

rebus sic stantibus.
feasible, then it
s o Lut.Lon by virtue
in the agreement or

The license agreement usueLly veontraLns a"sort of
provision for its assignment, some of which go even
further to stipulate provisions'( e ~g. for 'r-ev i.ewd'nq
terms and conditions of the agreement then in effect)
in case the assignment o f v t.he agreement does· take
place. If transfer of business should give rise to
assigmnentof,the agreement, would the a s s i.qnme n't.
provisions really be enforced as stated? We are afraid
they would oftentimes'-prove": us e Less ,

License aqreemen t.s are based on hti.qhLy. fi.duc Lary
relations between the parties. Assignments by either
par-t y of his cont r ac.tue'Lvpos Lt.Lon as such in his
license agreement to any third party as well as taking
over by anythird'partyof the said position as a
result of assignment of business, merger or any other
cause is, therefore; a matter of great concern'of the
other party to the agreement.

Abstract

Transfer of business will have to be so construed
that , ,Tn the case' o"f',the so:"'calTed qene'r-aL succession
(merger), the agreement itself may validly be assigned
to any third party without the consent of the 'other
party but, in all other cases, it should not be allowed
to be assigned without 'the other party's consent.

Yo s h i.hds acflndo , Asahi· Glass Co , , :Ltd.
Hisaaki Kata, Toshiba Corp.
s akuet -Sh'Lnoda, NiPP'oD'Kokan xabush i.k i: Kaisha
Keiji Kawamoto, Fujisawa Pharmaceutical Co., Ltd.
MinoruTawai:'-a,·:·Fuji' He a'vy.i-Lndus t r-Le s Ltd'-.
Hideo Doi, Mitubishi Electric Corp.

Presented at PIPA 17th Congress

Japanese Group, Committee No. 2
Subcommittee A

The Possible Effects and Problems on License"which::rnay
arise out of Transfer of Business or of Business Tie-up



p" 2
1. Introduction

Licerisin'g of patent and know-how creates Co'ntractual

relations, over a ~ong period of time, based on mutually

fiduciary relations between the parties. Assignment by either

party of his contrac:tual, position asvauc h rt o ,any third party or

succession bya",third par,ty .to the aai.d contractual position as

a result of 'assignment o fvb ue i.ness, merger, .orany other cause,

therefore, is a great concern of the other party.

A review of industrial mergers, business acquisitions, and

assignment en bloc of businesses, all of 'whichhave become more

and more popul~r in the United States of America and other

advanced 'countries, would seem to be indicative of a number of

problem areas:e:x:isting in, the license aqreements ,

What rights each of the licensor<and the licensee has in

respect of assignment of their license agreement and what

r_~§J};ict~ons e.ac,h:t,~,§iJ.(pj.~<::t to",.J:l1~s:t<b~:Clgr~eCl,:'llP()n,be t we en the

pa~t~es involved~

As far as we, can ascertain, provisions are not fully

s t LpuLat.ed in the patent li:iwor other s t at.ut e s of 'any country in

regprdto what would, happen if alicens~ agreement fails to

contain a apecd f a,c provisioll for as s Lqnment; of that agreement.

While,:thE?r,e has, been established ..in some courrtrLes the principle

of deciding cases after p~ece~ents, there are many other

countrLes , likeJ;apan, in which the. established. precedents are

,In the eventa,patent 9~ kn9w7how license is a¢cpmpanied by

at+:,"adelJlp:rk lic,E?pse, ,assignment .9fthe license agreement may not

be left to the licensee's option because it is necessary for the

licensor to continue exercising control necessary for

~142~
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thisin

maintenance of the-trademark.

For the above reasons, it is customary that a license

agreement contains some sort of provisions for its assignment.

Assignment of license agreements will have to be studied

from two angles; assignment by the licensor and assignment by

the licensee. A study made this time, however, is restricted to

the assignment of the license agreements by the licensor, with

particular reference to impact of the transfer of business by

the licensor on the licensee in respect of the license

agreernent~

The term "transfer of business, II as used

discussion, relates to, among other things, acquisition by a

third party of shares of stock (capital participation), merger,

acquisition of business, assignment of business, apportionments

and bankruptcies. The study made this time covers the problem

areas that are common among them, leaving out problems inherent

in individual cases of the business transfer.

Problems centering on the trademark must also be studied.

Our examination was, however, limited to the patent and know-how

licenses.

Our study, particulars of which are given in the following,

is made On the basis of the Japanese law.

its

Provisions

assignment

in the license agreement

may be 'classif'ied into

that relate to

three different

The

requires a prior consent of the . other party t ori.t , and the last

requires no prior consent of the-other party to it.

We will not make particular reference this time, howeveri

to the first category which prohibits the assignment', because
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cases in which the assignment oft-he license agreement is

prohibited are: very rare.

2. Cases Reguiring Prior Consent for Assignment of Agreement

It will generally be advantageous to the licensee to make

bilateral the restrictions on assignment of the license

agreement, binding both the licensor and the licensee. It will

particularly serve for the purpose of equity in the event of a

cross-license.

The most popular bilateral provision thus binding both the

parties sets forth to the effect that assignment of the license

agreement requires a prior consent of the other party.

The above provision embraces two problem areas. The first

would be whether, in the event of the transfer of business which

is generally required to be k~pt ~n confidence until it is

boiled down to the final stage, would the licensee who is a

third party to that negotiation be properly contacted for the

prior consent under the prior consent -provision of the license

agreement, and when should the licensee be so contacted?

Transfer of a license agreement by the licensor to a third

party, if implemented while the licensee is kept uninformed of

it, would undoubtedly give rise to a number of problems as dealt

with in detail in Section 3. Thus, the prior consent by the

licensee should be a,reasonable'requirement.

In add f tLon , the;"prior cons-ent "'as referred to in this

Section is' usually; b i Lat.e.r-eL; and-t.he L'i.c'eris e' agreemen-t

onv.h i qh.Ly -fiduciary' r e.Lat i.ons between the parties: to it. From

these points of view~ prior notice of the transfer oE-bnsiness

should properly be giventotheiicensee, however confidential

it-may be f orvt.he: purpose of:--the .tr ansfe r of bus Lnes s.; Friendly:
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boiled down to the final stage.

The second question incident to the II p r i or consent"

the licensee

it would be advantageous to

it may be unrealistic to apply

if asked by the licensor for the

Generally speaking, licensees expect

depending on the circumstances, it might even. be

Ref-usal by a licensee of the licensor's assignment

licensee could ref-use it.

licensors.

provision would be whether

of the license agreement would mean that the licensee is no

longer entitled to the benefit under the license agreement.

Particularly in the event of the transfer of business in

which patent and know-how covered under the license agreement

prior consent to assignment of the license agreement, the

to enjoy continuously the ~enefit of patent and know-how of

P. 5
relations between the licensee and .'-the new licensor would only'

beconditibhed upon' f u Lf dLLrnerrt o f the "p.r-Lor- not Lce.v-obLd.qat.Lon ,

With respec:tto thequestioD,',bfwhen:the licensee- should be

contacted to' meet 'the p.r Lo.rvnot.Lce requirement ,the best tLme

wDuldprobably be when the transfer of-business- issubs:tantially:

are normally also assigned to the third party,

would not refuse the prior consent. Nevertheless, if assignment

by the licensor of a license agreement does give rise to any of

the problems detailed in Section 3,

the licensee to study the possibility of giving the prior

consent subject to certain terms and conditions.

It would also be necessary to examine the possibilities of

making changes in the current terms and conditions of the

necessary to terminate the license agreement.

If assignment of the license agreement .by the licensor is

stantibus and,

based on the general succession,



P. 6

-146-

of

rather

any such

power

However close the "fIduciary relations

causes not a few license agreements. to state

With respect to assignment of license agreements

Reguiring No Prior Consent for Assignment

if it couLc .. then what counter,-rneasures,wouldbeavailable

Cases

Agreement

3.

and,

for them.

consent" provision mentioned in Section 2, which hqwever does

Most of average license agreements contain the "prior

licensor of the lipense agreement would include whether it

could give rise to any of the -problems-set forth ,in Section 3

theabove~mentionedideas. Criteria for determining whether the

As a matter of fact, the difference of the position between

advanced countries.

between the parties to a license agreement may be,

NowaqaY$ the merg~r and acquisiti9~ of business are rather

etc.).

licensee should give a prior consent to assignment by the

with respect to the general succession (inheritance, merger,

not require in many instances a prior consent of the other party

liThe consent of the licensee shall not be requisite for

everyday affairs in the United States of America and other

be realistic.

includes the general succession, waiver of the consent of the

both the parties,

other party is expected to prevail in more and more license

arrangements as could restrict the business activities would not

taking place together with the transfer of business which

assignment by the licensor of the license agreement,lI

agreements.

'>'~j <'.Co-'J" _., ,.,_,.;.,.,..•;0.""

the licerisorarid the licensee, or

than liThe consent of the licensor shall be requisite for
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ass'ignmentby·,the<llcensee of t heiLf.cerrse vaqreemerit; . II

Even "iothe 'above-mentioned -cas e s , hOwever, 'it goes without

saying that, in the event 0'£ assignment of the' license

agreement, the condition necessary for counteraction against a

third <party is' a notice to the licensee. In Japan, -in addition I

the assignment of the license agreement is made:suhject to an

approval under··,the':Law concer-ntnq :Foreign Investment.

In the event such provision is stipulated in license

agreement that no consent of licensee is required on assignment

by the licensor of license agreements resulting from transfer of

business, the licensee is likely to face a number of problems

stated in the following. It will be very important, therefore,

that a thorough study be made prior to signing of the license

agreement and all necessary matters are properly provided in it.

(1) If, in the event of a cross-license or a license with

the grant back provision, t.echnoLoqy and development ability of

the licensee happen to exceed those of the new licensor, the

balance of contractual power between both the parties would be

destroyed. In cases like this, the licensee will have to review

terms and conditions of the license agreement in respect of the

consideration, which includes the license fee, and of other

aspects and, wherever necessary, to study the possibility of

terminating the agreement.

(2) If, in event of a or a license

the grant-back provision, the patent or know-how covered by

the license is assigned to any competitor of the licensee,

competition will take place with the new licensor in the market,

to defeat the purpose of the agreement previously entered into

by the licensee and to destroy the balance of the contractual
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technology, with the result that the licensee could no longer

obtain from the former licensor documents which evidence the

assignment of the patent and trademark.

made to make sure that proper steps have been taken with the

patent office or any other competent authorities for a transfer

any

the

P. 8

1) above.

and if in

the licensee is

the non-exclusive

it will be necessary to

a study will have to be

-148-

In the United States of America and

If that is the case,

benefit of the continuous licensing of

the development in the related fields of

If, under terms of the license,

In Japan and some other' countries,

any

(3 )

his. business, moves to a third party,

expect

been completed.

Here qgain the review of the terms and cQnditions or the

pos si.b i.Li.t y of termination of the agreement will have to be

studied.

power in a s errse vd.i.ff e r e nti r f r om the one c.i t ed r.i:n

promoting

certain other countries in which the transfer registration does

not seem to be made Obligatory, no official means would be

available to. make ~ure that all such tran~fer fOrmalities have

determining the consideration, which includes the license fee,

conslderation was given to the' said expected license for the

technological innovation or improvement patent, then the terms

conditions 9ftAeag~e~~~nt~~~~AaY~J9be reviewed for

possible deduction in the consideration etc.

(4) If patent and trademark of the licensor, together with

registration of the same.

fechnologlcal innovation or improvement patent,

entitled to an additional license ona cont Lnuous basis in

respect of any,,,tec:hnolog_ical~innovCltionorimprovement- patent,

but the new licensor is not interested or enthusiastic in
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A study must be: ;made on, the promise made in the terms

and conditions :for renewals of the' agre'ernent,i.e. the same as

or more c :lenient than those 'under the former agreement. En

addition, the neces s Lt.yvof securing the promise'()frenewal of

the agreement must be studied inasmuch as a change in the

license 'policy could end up with refusal of renewal of the

agreement.

Particularly when execution' of the license agreement'

is largely,dependentonhuman relations' -between the p'az t de s to

it, or if-there is any side-agreement behind with the licensor,

a change of the ·licensor could bring about-substantial impact on

the renewal of :the agreement.

(6) If a license agreement is assigned to a third party,

it is usually terminated and a new agreement entered into'with

the new licensor. In cases like this, a stUdy must be made for

duties of the former licensor to keep secrets and not to make a

misappropriation of information pertaining to the licensee.

If, in the event of assignment of ~ license agreement,

no other measures are taken except for exchange of a side letter
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The best method for the licensee to protect his interests

in the event assignment agreement

be to make a careful study, at the time of executing the

agreement, of counter-measures to be taken on the assumption

that the above-mentioned cases take place, and to incorporate

the counter-measures into the agreement. It may also be useful
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to draw up theagre~mentwhich permit the,lic.ense~,to terminate

it.

It may, ,howe:ver, .be infeasible for the Ld.cens ee to have all

of the above incorporated into the agreernen~ because of the

-difference in the pos Lt.Lonroetweon t.he c'l.i.cens or- and the Ld.cerisee

in .t he cour-se of, negotiation for the proposed agree,Ille,nt,. Even

when the above~mentioned counter~measures are incorporated into

the a,gre-emeDt, it would not, be easy , under the terms and

conditions of the -agreement theniJ).,effect,- .t;o successfully have

the amendments, to the terms and, -cond.i.t Lons ,of or ,termination of

the ag:re~rnentagreed to bY,.the new, licensor, .when the assignment

t>Y the licensor of the agreement b,ecomes a: reality and is, for

example, a result of the general succession (merger) of the

agreement. It is expected .that; .the new.cj.d.cenaoz- wpuldnotagree

in manyroccas Lons tothepropo~fll sO;;;rais"ed by LheiLd.c'ens ee ,

Even when t he.vabove-imerrt Loned sLt.uat.Lon vt.ake s place, the

licensee would generallybe,permitted"t:9 change :the;terrns and

conditions of the agreement by virtue of the doctrine of

clausula rebus sic stantibus. Thus, a,stlldy on...this doctrine

will be of importance.

Each ~fthe parties toa lic~nse agreement has a sort of

comprehensi~~,; ~egal status, as a result of which he Acquires.

certain rights (such as the right of claim for the license <fee )-,.

In the event a chang~ takes. place in the a~tual, individual

'.

such close relations between themseLves as ",eire J:e:pr;ese,ntE;ld by

the corrt Lnuat.Lon .of a certain legalstat:llP,q€;J~\V~en t.hems e Lves ,

it becomes appropriate in most, cases to have that change

properly refLected on tne legal relations between themselves.
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En cases like .this , there'is much Yoom for applying the

said doctrine of clausula rebus sic stantibus. It is a

generaTly a ccept ed pr-act-i.ce as a restriction aqaLns t the

doctrinedf L'i.ber-t y of' contract'.

"If I 'after exectrt i.on :01 anagreernent, 'a' .sudden,economic

chariqe -urifores'eeable' by 'the parties-bikes place andjas the

res'ult;~' it 'would: brin'g about, an extremel-y inequitable'

d.Ls advari't aqe :to e Ltihe.r party to cause the aqreemerrt --to be

enforced as literally set- -:fOithin" it; simply' "based on the

doc t rf.ne oE"Tieu'und Glauberi or,-,lI g b O'd ~-fa'ith, the said doc t r i.ne

errt.LtLes him to t e rm.i.ne t e the: agreement or to change the

a.greemehtso as to adjust-i'fse:lftb:,theIiew circumstance's so

created".

There are two s-trict requ~sitesfbr;applicat'ion of th~s

doctrine', however CF)the Chcinge':-'{n 'circu.mst'::m'ces was hot

foreseen rio'rrfozes e e abLe by, the parties t o.rt.he agr~ernent'; and

(2) it took p'lacebecause of an event for which neither' party

was liable~

If the new Licensor does' not comply' withtp.e licensee"s

proposal, based on the said doctrine, for c anceL'l.a'ti'on of orvan

amendment to 'theagreernemt ,the'-licensee:may'seek fo'r a solution

by \r,irtue of the arb i.tratLon cLausevcorrta i ned in the' agreeme-nt

or apply tothe-:cour't Eor-c conci.Lie ti.on;

'The 'recent piecedents'in:-Japari'iridicate that, in the case

relat:ions in the vs arne manner vas in the Ifcense aqreement; , trends

of 't-he 'courtde'cis-ions:ar'e b) 'take'the destruction of human

relations 'between theparties'irivdlved as' a sufficient cause for:

termination of the corrt i.nuous legal relatidns be-tween
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themselves.

be

Should a

should

in assigning to a

whole,

in:thefase of the

as"previously s t at.ed ;

however, the licensee

if the new licensor is his

the transfer of business by the

the licensor would be justified,

agreement' as ·a

aI1din view of the highly fiduciary

Ld.cerrs ethe

if, in the event of assignment of the' licensor's

it results in substantial Le s s en'Lnq of the licensor's

as are imposed on the licensee,

Generally speaking,

Also,

a license agreement provides for its assignment.

without the consent of the present licensee,

back)

license agreement fail to do so, what may.be done in the event

Because of <the above,

has been none or practically none.

give notice of any improvement invention (including the grant-

With respect to such duties to disclose information and

4. Cases in Which No Provision is Made for Assignment

As is evident from the foregoing, it is very important that

of the assignment by the licensor?

would have reasonable grounds for refusing the performance of

competitor and the manufacture and sale by the former licensor

obligation,

general, succession (merger) ,'the licensor may-assign the license

his duty for the new licensor,

new licensor the rights originating in the license agreement,

such as the right to receive the license fee.

Li.cens ce ; 'while in all other cases t'he""agreement' itselfshotild

agreemeht itself to any third party wit'hOut the consent of the

the license agreement is based,

licensor:will have to be construed sbthat,

considered 'unas'signable.

not be permdt t ed to be assigned without 't.he -'licensee' sconsent'.

rights,

relations between the parties on which,
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Transfer by the licensor of the license agreement, if

effected together with the transfer of his business, is likely

to give rise fO"di.sadvaI1tages t.o the La.cerisee , s uch as the

failure of the licensor to perform his obligations, when, as

pr-evLousLy explained, the license agreement in effect is

dependent substantially on the human relations between the

parties to the agreement or when there is some sort of side

agreement with the licensor behind the license agreement.

Care must; be taken in this regard, when executing. a license

agreement.

Although, in the event of the general succession, the

license agreement may generally be assigned without the

licensee's consent, the licensee must arrange a demand on the

licensor, based on the said doctrine of clausula rebus sic

stantibus, for termination of or an amendment to the terms and

c.onditions of the agreement, wl1en C;:tlCl11ge of licensor gives rise

to any economic change unforeseeable by licensee of the

execution of a license agreement.

If, ,together with t.he vt r ans.far- of business, a Japa,.nese

patent covered under t he Ld.ce ns eceqz-eemen t is -assigned to a

third party, and if a non-exclusive license created inresp6-ct

of that pa.terrt is registered with the patent o f fLce in

accordance with Article 99 of the Japanese Patent Law, the

license will be b~nd~ng upop any new licensor.

In connect.Lon ,witp:;ttJ:e above, there .wou Ld be. a ques t i.on as'

to whether the terms and,conditions, particularly the 1 Lcense

fee, of the Li.cerise agreement Jaken over by the new licensor are

suppos,E?dto,: be the same as those of"the'Ticense agreement to

which ,the' former licensor was a pa~ty. Or, would it be
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If the

complex

licensor

the right to

then he should

unless the new

subject to the terms andconditibns of the

would say so because,We

agreement"under'which t hc license was initially"granted.

admit the license,

the terms. and conditions of the agreement,

negotiate it with the licensee, not on the grounds of assignment

of the patent, but subject to the terms and conditions of the

agreement 50 far in effect and further to such rules and

principles as are applicable to general agreements.

new licensor-intends to':taisethe 'license fee'orotherwise amend

P. 15

sufficient for the "new licensor simply to acknowledge the

l'icense then in effect I with its t e rms and conditions to be

separately negotiated and agreed upon?

We are of the opinion thatthe'new licerisoris bound to

acknowledges the license on the same terms and conditions as

were under the agreement so far in effect, the purport of the

law which gives, to the parties to the agreement,

assert their rights lawfully against a third party in respect of

the license granted under it, would be defeated.

In the event of assignment of a license agreement which

includes a patent right of a country in which the creation and

problems would take place, partly because of its governing law.

The new licensor would be required to acknowledge the license

already in existence, because the licensee is not basically

general succession.

registration system of a license is not provided,

5. Conclusion

This time, we have examined some of the impact of the

transfer of business upon the license agreement and of problem



be

next

to~here a!,~,mal1yoth~r prqb1ems:

wiJ,l have to wait for thewe

to it ~

which

incidentareas

"joudied, about

opportunity.

This preaerrtat i.on .i.nc Ludes views which would serve as the

trigge.z; :E9:t;,:p:j:qmpting 9;E the, discussion, to start .from now on.

W~,welcoIfleY0tlI":en~rget:i,.qpar-t Lc Lpat Lon in it bece us ev we want-to

rnake:the;4:i,.~qussiQn,really;"p.fru,itfuJ,: QQe. 'I'harik .yo'u.,

..
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The,Possible Effects and Problems on LLcense which:may

arise 'out of . Transfer of Business or ofB'usiriess Tie-up

~Report-

Effect of Parallel Importation

on TnternationalBusiness Tie~up

Katsuhiko Shimizu

Ebara Corporation

Abstract

Though parallel importation problem has long history, it seems
worthy to review the effect C)f _it on inte,t:;national busin~ss

tie-up, because recent cases -have different:aspect from old.
cases.,:.,'! _ ,:,.' _,' _,:_

The summary of ,recent leading cases, the interpretation of the
united States, German and Japanese Trademark law and the com
parison of paten;t,sys:tE:;!m and ~h;~_tra(jemCirk system .,are
discussed. - -

I. Introduction

we can conceive seve.ral-possibleeffects on license which can

arise out of international business tie-up. This paper will

are

closely related to an international license.

HLstically, there have been two ,types of cases,' regarding

Lmpo r t.a t Lon of trademarkediJ?c>ds,without authorization .by t ra-.

demark owne r ,
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II. Review of Type 2 case

Type 2 Case are further divisible into two categories.

, 1984

for the

~158~

The decision of the District Court of

Columbia Cd r c u i.t s December ,',198.4

andtheU. S.· court of Appeals for the

District of Columbia Circuit, May 6', ,1986.

Therlecision of the Court of

International'.T;rade, August

and The U.S. court of Appeals

The second'type is related to importation of similar goods origi

nating from,_differ~:ntmanufacturirigsources :'(",,:!:::ype 2 .caae") ,

The .vsecond:cat~gory_d,.nvolv:.es,conflicts -be t.weeri similar

imported goods manufactured by different f.~reign,sources~

I would like to review, in this paper, the Type 2 Case and

then discuss the pertinen~ differences between the trademarks

system and the patent system in this type of parallel import

case.

The first 'type involves identical goods 'originating from the

same manufacturing. source 'but imported by different trade chan

nels. This is most cornmontypesof the past parallel import

cases; and the leading Japanese decision of this type is the

Parker pen case.

Below is summary of' leacfi.nc;f6as-es from som'e"im'por'fant:

jurisdictions.

The ,first category involves confl~sts between domestically

m~nufactured goods and similar' imported goods.

1. United States:

The vivitar case;

case:

The Coalition to Preserve

the .Integrity of

American Trademarks



names.

1984, 19 C.F.R. (1984), provides to the contrary, in pertinent

part:

§133.21 Restrictions Oil'fIn'por't'ation of art'icles

bearingr'ecorded trademarks and trade

In these ca'ses,the 'plaint'fffs we'r'e U.'S~ manufacturers of 'trade

marked goods and owners of the trademark. The plaintiffs

"ought ail order excltidingthe importation of trademarked goods

manufactured by the plaintiffs' foreign subsidiaries.

The determination of the U.S.

International TradeCOfnrnission in

Investigation NO. 337-TA-165,

November, 1984. The determination

of the President Regarding the above

I.T.C. dertermination.

The Duracell case:

Section 526 of the U.S. Tariff Act of 1930, 19 U.S.C.§I526,

appears to support the Plaintiffs' claims, by providing:

(a) Importation prohibited

Except as provided in subsection (d) of this sec

tion, it shall be unlawful to import into the

United States any merchandise of foreignmanufac

ture if such me r chand Lsesvor the label, sign,

print, package, wrapper, 'or receptacle, bears a

trademark owned by"a c i tizen Of, 'Or by' a co·r:....

poration or association created o~ organized

within, the United'st~tes, and registered in the

Patent and Trademark Office by a person domiciled

in the United State's;'und'er the provisions of sec

tions 81 to 109 of Title 15, and if a copy of the

certificate of regf'strati()n of such t r ademar k is

filed with the Secretary of the Treasury, in the

manner provided in section 't66 of said Titl'e 15;

unless written consent of the owner of such trade

mark,is produced at 'the 'time Of making entry.



(a) Copying pr: simulati~g ,marks or names.

Articles o f :fpr.eign, or domesticrnanufacture bearing

a- mark or nameicopy i nq or simulating a ree,ardad

trademark or trade name shall be. denied entry and

aresllbject to fori:eiture as, prphibited impor

tations. A "copying or s Imu La t Lnq" mark or name is

an actual couterfeit of the recorded mark or name

or is one which, ao resembles it; a;s:tQ., beli.kely, t.o

cause the pubLf.c to .as soc i at;e thecopying,or s imu

~atingIqark,with the 'recorded mark or name.

(b) Identical t.rademar k , Foreign mad.e articles

bearing a trademark identical with one owned and

reGorded by a citizen of the united States ora

corporation or (:issoc,iation createdororganizect

within the United States are~ubje;ctto seizure and

forfeiture as :prohibited importatio~s.

(c) Restriqtions not, applicable. The restrictions

set forth in paragraphs· (a) and (b) of this s.ection

do not apply to imported articles when:

(1) Both the fOreign and the U.S. trademar")<.. or

trade name .ar,e. owned byt:he ,~};)me/p~:t:;'J?q.D-:()~.;q.~?ii}l;~_~§,,:

entitYi

(2) The foreign .and domestic trademark Qr trade

name owners, are parent and sUbsidiary Gompanies or

are oth~~~ise ?ubjectto common owne~ship ot:;'

control (see §§133.2(d) and 133.12. (d));

(3) The articles of foreign manufact.ure b.ear a

recorded, trademark or trade name applied under:

authorization of theU.,S.-o;wnexi

Therefore, in t.heae cases, the t.ribunaIsCfocusE;!d on the vali

dity of the Custom Services Regulations under Section 526 of

. the.•.Tari.f.f..Aq.t..•and..the••seq,1;iol1 ..4,2..9.f 1;p.e .'lJ:"g<jEjmqx~ l\S~~••

The decisions conflict, giving different interpretations of

the statute and. the regulations because the conflict among the

statute, legis'lative n i s t.o ry and long ,sta,nding consistent

practice of the Customs Service.
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It has been reported that. the U.S, Administration is currently

r ev i ewi nq the United $t.ates pos i.t i on ronrt.h i s Ls sue and is

Likely. to propose a reconciling change .t()ei the I' the. legisla__

tion or regulations.

2. West Germany, the Cinzano case:

Federal Court Decision, Feb. 2, 1973.

The Plaintiff holding. the registeredtrademar}( "Cd nzario " in

West Germany, a German subs i.dLary for a distirbutionof the

goods manufact.ured by the Italian p azen t. company , b r'ouqht; su i t

tocobtain an order to pr~ventthe importati9n of similar tra~

demarked g()odsmanufactured by. Spanish subs i.d i ary and .Fqmch

licensee of the Italian company. The Q!-1ality.of the imported

goods was different from that of g()ods manufact!-1rE!d by Italian

parent company.

The tribunal focused on the point whether such importation

violate t heBect Lon 24:'of the German Traqemark Law" further;

whether Lt· is against the pueposevo f the Law provided in the

Section 1, and hE!ld against. thE! Plaintiff,Goncluding that:

If the (original) trademark owner has authorized

its foreign sUbsidiari~s or inoependent licensees

to use-the<trademar}( identical to its t~aoema~k

(registered'ino,iginal country) on their gO()ds

and to put such t.radema r ked goods on the market, a

c ompany -who, has regi$tered,the·: Lde n t.Lca I trademark

in its resident country under aU1:l1oriz.at-ion of 1:h¢

(original) t r ademark owner shall not be permitted

to prevent the import of goods marked with SUGh

genuine trademark abroad. This conclusion is also

applicable in principal to the case in which thE!

goods of domestic trademark holder.

Under, current law, ques t Lon conce rni nq para l Le I i.mpor t s
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betweel1' Eur-opean- communi t.ymember. State-would be sign-ificantly

affected by: European Comm:unity Law~ However, I am not-sure

about-the applicat-ion of European Commun i t.y Law to, importation

from third country of this Type 2 Case.

3. Japan, the Lacoste case:

Tokyo District Court Decision, Dec.7, 1984, appeal filed.

The Plaintiff were. the French company La Shoes,

Lacoste,an'owI1erof'ihe re-gistered trademark ':)tI..aCoste ll

in Japana.nd the Japanese exclusive licensee to manufacture

and sell the goods marked with the trademark in Japan, brought

sui t to obtain an order to prevent the·· importation and the

salE! of similar goods manufactured in the· United States under

license of French Licensor (one of the P'La Ln t.Lf f ) and marked

with the registered trademark in U.S.A.

The tribunal focused· on the point whether there is a·obvious

difference inqualitybE!tween imported goods and that of the

Plaintiff, further ,whether such importation' is against the

purpose 'of tihe .. Japanese::,Tr-ademark,Law,,:set:'.'.forth in-Section

it, and held against the Plaintiff concluding that:

The two main role (distinguishing'ofsupp1y source and

quality assurance) of trademark system', the busi

ness reliabil i ty of the Plaintiff and the Lnt.eres t s

of the consumers were not>be injurE!dby the'impor'-

tat ion and the sale of'the'goodsmanufactured by

the foreign pa r aLl.eLrLdcerraee, because 'French

licensor strictly cohtroles the quality of the

goods manUfactured by its licensees.

III. Interpretation of Trademark Law

1. The U.S. Trademark Act '(Trademark Act of 1946)

Through my study, I found that'the U.S .• Trademark Act is not

independent of the Tariff Act and the Trademark Act does not

have any provisions appropriate for judging of Type 2 Case.
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Therefore, I think it would be bett~r to cite a part of two

recent judgement papers.of the u.s. Court of Appeals for

reference.

The Vivitar case: The U.S. Court of App",als forl:he Federal

Circuit MaY 6, 1985

statutory Interpretation

The issue, as framed by the parties, is whether the ,regu

lations of ~~eCustomsService:co~rectly<interpretthe

extent .ofprotection afforded byit.he is t at.utie , 19U.S.C.

§1526 (SecUon 526, Tariff Acl: of 193Q, hereinafter

§1526). The provisions of §1526(a) app",ar to creal:e a

s weep i nq bar to. importation of" any-qoods bear i.nqrthe same

trademark as that owned by a U.S. company without the

latter's consent. In contrast, Cu s t.ome s" regulations pro

vide for a more limited p roh i.b I t i.on ; ,ut:lder current regu

lations, a u.s. company must disclose foreign affiliated

companies as, part, of the information required uponvrecor-.

dation of its mark. ll/ with respect to goods of these

a f.f Lf i a t.ed __ companies, Cu s t.omavdoes no t crequire consent to

Lmpor t a t i on andvw i.Ll, .no t; bar importation of ,goods from

these sources bearing the recorded trademark, even if,the

u.s. trademark owner demands--as Vivitar has done--that

the goods be· excluded. ~/

The government makes two a rqumen t s in support of a narrow

reading of l:he sl:al:ul:e which would limit §1526(a) protec

tion to thal: provided by the regulations: (1)

Congressional, intent.expressed at enac tment; :a~d sub

sequently, and (2) long stan<iing administraUvEj' interpre

tat ion and practice. Vivitar, on the othE!rhand,arg~es,

t ha t; tne r"gulal:ions violate the s t a t.u t e , Neil:her party's

ll/ 19 C. F. R. §§133. 2( d) and 133.12( d)
12/ .. 19 C.F.R. §133.21(c) (1), quol:ed supra•. In 1982,
vivi tar subrn l tted a'; formal request for a Le t t.ez: ruling of its
en t Lt.Leme nt; t o exclude a.llgoods bea ri.nq vthe VIVITAR mark
unless it consented to importation. After 18 months without
reply, Vivitar commenced this action.
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A.

Congressional Intent at Time 'of 'Enactment

The Court of International Trade concluded from a review

of the legislative history that the sole purpose and

effect of §1526' was to riullify the result of the decision

of the Second Circuit in A. Bourjois v ; Katzel, 275 F. 539

(2d Cir. 1921). The government urges that we adopt the

lower court' 5 ena LyeLs , Our review of legislative

h istory,however,/'indica'testhat', while reversal of the

Katzel decision was one purpose of§1526, it was Clearly~

and we'use that word'advisedly~ not the. sale purpose.

Review of events leading to passage of §1526mu.stbegin·

somewhat -'ea.rl fer t hanithat, case.

"Ths' 'Trademark Act of 1905', contained; inter alia, the

following provisionsQ!:

§27: That. no article Of import.ed merchandise ••• which

shall copy or s imu La t.eva trademark'registered in accor....

dance with the pr-ov I s i ons of this act • shall be

admitted to ent.ry at any customhouse of t.he United

States.

Th.e stat1..lt'e also" specified-'th'ati"toaid" inen'fdr'Cirig.:tlie

p r oh i.b Lt Lonjvthe registrant 'was'to r ecord his ce'rtificafe

of registration 'with" the Department of'Treasury.

omission

Our review of the comments in the floordebate'lea<'ls' us 't.o

the 'c'Onciusionthat'the debate is too unfocused and 'mt s'Ln

f ormedvt.o serve as a definitive basis for i:nter"pr"etatl-on

of §1526. The floor debate, liket.he above c ommi t; tee

of the Kazel case,' name Ly , that fhe'Frenchse11er 'of the

JAVA -trqoema-rkwas viqlatingi ts con t r ac.tcand that the

se.c()nd"circuit dealt with §27· of the Tradernark Act of 1905

in Katzel.
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omission

194~,s.t a t ut;e ,

The only clear indication from the deQate is that Congress

realized it was, providing a bar to Lmpor t.a.t i on even. ,tho~gh

at least one cirpuit (the Katzel oourt) would hold that

the concurrent/use of the mark on the, paralleL import

would nptbealJirlfr_ing~me~t~ W.i th respect- to in:~ringing

uses of trademarks on Imports , such q oodsiwer e already

excluded, or at least excludable,.by ~27(the.preclecessor

of Section 42 in .the 1946 statute) of the.trademarj< s ca-,

tute. Congress. did not debate or intend to change tracle

mark law to, make- un i form what the var i ous courts. might

hold to be infringements. Rather, it ignored trad",mark

law a nd , by ame ndment; to customs la,W, gave a U.S. owner: of

a trademark a right to e xc Lude.. foreign goods bearing the

same trademark as the D.-8. company had r eqi s t.e r ed in the

u.s. and recorded with Customs.

Omission

u.S C

Despite .ther",versal of Katzel and the. hQlding in Aldridge

by the Supreme Cou r t , which it Is argued mad", §1~26 unne-.

cessary, the p rov LsIonvba s not been nul;tified, btlthas

remained part of the customs law. Indeed, ,a,pr()p9sa1 t.o

eliminate §1526 from the customsla~, because the

Trademark Act of 1946 would carry ~27 forward as part of

the new s t a t u t e , was unsuccessful. Old §27 became §42( 15

We conclude -that nO,limitC!tions, based on indications of

congress~onal ~ntent 9t ~he time of enac~ment, can be read

into the statute itsele.

13/ AcompaI:"aple prov i s i on had app~ar~?,in statutes pr,(or to
the Act of 1905. See, e.g., 16 Stat. 580 (1871), apparently
the first of s uc hvp r-ov i s Lo ns ,



The Coalition case: The U.S. Court of Appeals for the

District of Columbia Circuit May 6, 1986

B.

subsequent Legislative and Administrative History

The appellees maintain that the Customs r-egulations are'-'

supported by developments in the half:"century since the

passage of Section 526 of Tariff Act of' '1930. First, they

contend 'that t.he regulations embody a reasonable,

Loriqs t and'Lnq admLn is t.ra'tLve Lnt e r pr-e t a t i.on 'oft-he statute;

second, they suggest that Congress has manifested its

"acquiescence" in thatinterpretati'on. We have a Lready

explained'that the first argument must fail because

deference to .an aqency ' s construc t i on ' is inappropriate when

conqre s sLoneL'<Lnt.ent is clear; alternatively', we conclude

that: eve n if t he: Customs se rvi.ceiproper-Ly enjoys some role

in cons t r uinq the scope of Sect-ion 526 , the regulations at
issue do not in"f'act' const i.t.uceva usuffic'ie'ntly

reasonable ll :lnterpretationof'the statute. Federal

Election Comm'n, 454 U.S. at 39. See infra P;29. We also

reject the appellees'argument that Congress has somehow

ratified the Customs Service's interpretation through its

silence. See infra pp.29-31.

1. Developments in the 1930s and 1940s.--Neither the

1923 nor the 1931 regulations had recognized any excep

tiOnsto the broad mandate of Section 526. Each contained

separate articles enforcing the prohibition of Section 27

of the Trade-Mark Act of 1905 (the predecessor to section

42 of the Lanham Act) against the entry of goods bearing

trademarks 'that lI c o p y or simulate" registered,trademarks.

See Customs Regulations of 1923, Art. 475; Customs

Regulatiohs>of 1931, Art. 517 (b). In 1936, however, the

the 1931 regulatiOns, which had dealt solely>with Section

.526, was now amended to correspond to the language 'of

Section 27. The new Ar t.Lc Le 5.lR,pro,V,idect.,intei alia,

th.~1::. ,foreign goods bearLnqv a genuine t r edema r k

to an American trademark "shall be:'deem~d:for the purpos.es
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of these regulations to copy or simulate such protected

trade-mark," T.D. 48,537 (1936};13 however, it then

exempted from this prohibition articles bearing foreign

trademarks owned "by the same-person, partnership, asso

ciation, or corporation" as the Americantradernark in

question. Id. The Customs Service regulations offered no

explanation for this change,and it is doubtful that

amended Article 518 even purported to interpret Section

526 as well as Section 27. 1 4

Certainly the United States Tariff Commission (now the

International Trade Commission), another agency dealing

with trade matters, did not think so. In 1944, when

Congress held hearings on legislation that eventually

became the Lanham Trade-Mark Act of 1946, it considered a

memorandum submitted by that agency suggesting that

Article 518 of the 1936 regulations, in view of its "copy

or simulate" language, implemented Section 27- but not

Section 526. Hearings before aSubcomm. of the Comm. on

Patents on H.R. 82, United States Senate, 78th Cong., 2d

Sess. 86-87 (1944). The Commission justified this

interpretatIon of sec't'Lon 27 on the grounds that 'an

enterprise cou'Ld not "copy or s LmuLa t.e " its Qwntrademark.

Id. at 87. Gnthe other hand, the Commission maintained,

"Section 526 of the tariff act does apply to the merchan

dise of- the trade-mark owner which bears his trade-ma-r.K ..

if the merchandise was produced abroad and if the trade

mark owner i.sia citizen of! the United States." ro,

(emphasis added). After having been informed of the

relationshipbetweell the two statutes and the prevailing

adrninistratfve practice, Congress left Section 526

untouched and r econs tI cu t ed -Section '27 in identical form

as Section 42 of the Lanham Act •
.1.3.. lIlliE!Il.clE!cl.... br;.t,.~g),E! ..•...~.l..? ... "l§.Q ... ".Qn.t...Lneel. ..... m..r;9.i,o .. l-r;e);.E!r.ence .
to A. Bourjois& Co. v -. Aldridge, 263 U.S. 675 (1923), which,
it will be recalled, had held that Section 27 barred grey
market imports,under'circumsta.nces s i.mt I ar to th0.$ep.resent in
Katzel. See supra note 10.
14 However, 'although Article 518 of the 1936 regulations did
not expressly rely upon section- 526,a-s statutory authori ty,
the Customs Service's 1943 recondifica~ion'of its re,9ulations
did add a marginal citation to Section 526. See 19 C.F.R.
§11.14(b) (1943).

-167-



2. The German Trademark Law (Text of Jan. 2, 1968 with amendments)

Section 1 of the Law provides:

Any person who wishes to mak.e use in his busi

riess ofatrademark for-the purpose.'·of

distinguishing his goods from the goods of

others may make application for the mark to be

registered in the register 'Of trademarks.

, Section IS of t.he Law provides:

(1) The registration of a trademark shall

have the effect that only the proprieted is

entitled to apply the trademark to goods of

the type forming the subject of the appli,ca

tion ox toth,eJr:. wrapping or packing"tove;nd

,the goods thus mark!"dand to use the trademark

in,adv.ertisernents ,price lists;,- business let~

ter-s,'c i.r-cuLa r s "invoices, and the like.

(2) If the trademark has been c ance Ll.ed, any rights

deriv.ed:fromregis:tration shall cease:to be e,nfor

ceablein respect, .of "thepe,,rJo<:l, <:l\JrJ,,,gwhicll ,l,egS!,l

q r-ounds far the c anceLle t i.on ,Yler-e· a Lz-eady preserrt,

and, se c.t.i.on 24, 25, 26 and,28 of the Law, proyides:

Section 24

(1) If any person in the course of trade

unlawfully applies the name or the trading

style of,another, or a trade~arkp~otected

unde r the provisions of this law, to good~ t to

their wrapping or pack i nq, of,: to any adver7'"

tisaments, price lists, business letters, c~,r

culars, invoices or the .Li.ke ,or vends or

'''~.,offers"for.·sale. .any .qood s thus un Lawf u Ll.y

marked, the injured party may take proceedings

against him to discontinue'thesepractices:.

(2) If any party commits such an act either

intentionally or negligently he shall be

liable for the damage sustained by the injured
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party as a result of such act.

(3) If the act has been committed inten

tionally, the offender shall be punished by

imprisonment for up to six monr.hs ',()r by; a- .f i ne

upto 180 .daily rates.

Section 28

(1) Foreign goods unlawfully marked with. the

name of a German firm and with the name of a

German lO~plity, or with a trademark pro~

tee ted under the provisions: of this. law, on

entering the territory to .whiGh}:his law

applies for the purposes of importation or

transit, shall be seized for removing the

unlawful. markings atj:he request of the

injured party, who shall deposit security.

Seizure shall be effected by the customs

authorities and confiscation shall be enforced

bya penal decision on.j:he part of the customs

authorities.

(2) Seizure shall be effected by the customs

authorities; they sha Ll, also take the

necessary measures for removal of the unlawful

markings. If the orders of the customs

authorities are not followed or if removal is

impracticable then the cusoms authorites shal l.

order-confiscation of the goods:.

(3) Seizure and confiscationGan be appea l ed

by,mea~s_ ofthose;leg~lmeasures_whichare

admissible aqa i n s tcse Lz ure vand confiscation in

the manetary .penaltyprocedure accocd i nqvt.o

the law relating to irregularities. In this

immediate appeal mayl Le. .fr om of the

c: i v i L. cour t j t he p r ov i nc i e L cour t, of appeaI

decides on such appeal.
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Namely, if the German Trademark Law is interpreted according

to the purpose set forth in section 1, the importation of the

goods manufactured and lawfully marked in the foreign country

of origin shall not be prbhibitedby the existence of domestic

registered same trademark, at least i n ''the event all such tra

demarked goods were mark~d with the trademark under the common

authorization or controle of the same party in the country~ of

origin and in West Germany.

Further, there is a possibility of being permitted the impor

tation of such kind trademarked,:goodsln a case:thereis no

business connection between the fqreign source of such goods,

and the owner of domestic registered,trademark.

3. The Japanese Trademark Law (Law No.127 of April 13, 19~9

as amended)

Section 36 (1) of the Law provides:

The owner>of a registered trademark or person

who is granted the exclusive right to'use

s uchctr.adema r k. may require a per sorrwho is

infringing Or fslikely t.o infringe its trade

markYiqh t, or excLua i.ve rIght to discontinue

or refrain from such infringement.

Meanwhile t Section 1 of the Law provides:

The purpose of this Law shall be toenSllre

the business' reputation of'persons using-tra

demarks by protecting trademarks,and thereby.

to contribute to the development of inclustry

and to protect the interest of consUmers.

Therefore, if; the Japanese,,:Tra'demark La'w",is,interpreted~;

according t o t hevpoLi.oyvse t forth 'in Sec'tioo'l,the'impbr

tation of similar 'goOds lawfully marked in the'Eoreign country

of origin with the genuine trademark should not be pr-oh i.b i t.ed

by the existence of domestic registered genuine trademark, pro

vided the ~usiness reputation of domestic persons using the
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Trademark: Unlimited,term~

territoriality theory appears to continue to apply

This is due to the difference in the purpose and

leagaLsystems governing ,patents and- t:rademarks.

IV. Comparison of The Patent and The Trademark System

trademark and the' interests of consumers ~re not injured by such

imported goods, e.g. through maintaining proper quality

control procedures designated by the owner. of both trademarks.

The discussion above indicates tha't,with several exceptions,

the territoriality theory of. trademarks does not seem to be

the prevailing position.

(4) Free-ride on the reputation' created ,by' the owner: or 'licensee

Patent: The patent systern~gives the inventor<a

1 imi ted. monopoly in'exchangefor::publ i,c

However, the

to patents.

role .of the

As .Leqa L scholars may discuss such difference more theoreti

cally, I would try to compare patent and trademark from a prac

tical viewpoint as follows:

(1) Basic.purpose,of the law

The Patent:system: To encourage invention.

The Trademark system: To spec i f yrt.he source or manufac

turer of goods (and under U.S. law

to embody' the goodwill of the owner).

(2) Monopolization

Patent: A patent gives the inventor a monopoly to

exploit the invention.

Trademark: Monopolization of ,the market by a trademark is

not possible; rather, competition between

different trademarks is expected.

(3) Term



d~sclosure'of the invention~

Subject to the,limitat:ions of themonopolYi

the patent system is intended to give the

public the benefits of disclosure,

including avoiding other's investing to

rediscover the technology, and facilitating

improvements and the development of appli~

cations by the public.

To this extent, others are 'allowed a II free

ride" on the inventor's efforts, while

still fulfilling the system's purpose of

-'encouraging invention.

Trademark: In-contrast, it'is' serious problem: whether

a "free ride" on the interests protected by

trademark, the holders bua i.nes au-epu tie t Lon ;

is permitted.

If third parties are permitted to benefit

from this reputation, the holder (or

licensee) will loose the incentive to main.,.

tain quality, because the economic benefit

.will accrue tQ·others;

Though',' a "free ride,lI o n the trademark holders business repu

tation is not desirable, based on other differences in practical

features of patent and trademark, I think it would be,reaso

nab~e to give patent.more positive role than trademark for the

protection of dominant 'position of the owner ofa

right-or 'dome s t i.c exclusive licensee.

v , Conclusion

considering several decisions on Type 2 Case and the dif.,.

it would be hard to prohibit the importation of 'such goods as

shown in Type 2 Case, unless such goods are manufactured using'

the technology protected by patent in~he country of impor

taion,:'because-all i mpo r t.edvqooda considered in this -report

are manufactured and sold properly and legally in the country

of origin.
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Provided-'tha-t, Lant",not sureiwhe t.he r such parallel imports

should be pel:'mit't,ed, in a case where there is no business con

nection between the foreign source of such trademarked goods

and the owner of domestic registered trademark, or, in a case

where there -i5a obv Lous diffe'rence--'in'quallty'or' 'contents

between imported goods and that of domestic trademark holder.

Therefore, when we make plans for an international business

tie-up including a trademark license, we need to' respect Type

2 Case parallel import.

Finally, I wish to express my appreciation to Mr. Jura

Ichim~~~, Mr. _MinoruTawara a~dotherm~mb~~,9f:Committee

No.2, Mr. Danny P. Jackson and Miss. Ikue Osada for their

assis-tarlc,e-:":-C~ndcqope,l:AtJQriin-the pr,ep.a~atio'n:qf-thi~report.
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PACIFIC INDUSTRIAL PROPERTY ASSOCIATION
17TH CONGRESS
KANAZAWA - NOVEMBER 1986

BUSINESS TKANSFERS, ALLIANCES AND MERGERS - EFFECT ON
TECHNOLOGY LICENSES

HEINZ GORETZKY
WESTINGHOUSE ELECTRIC CORPORATION

"THIS AGREEMENT SHALL BE BINDING UPON AND INURE
TO THE BENEFIT OF THE PARTIES HERETO AND THEIR
RESPECTIVE SUCCESSORS AND ASSIGNS."

"THIS AGREEMENT SHALL BE BINDING UPONANoINURETO TH~ BENEFIT
OF THE PARTIES HERETO AND THEIR,RESPECTIVE SUCCESSORS· AND ASSIGNS;
PROVIDED, HOWEVER. THAT rHIS AGREE~NT .SliALL NOT ~EASpIGNABLE BY
EITHER pARTY WITHOUT THE PRIOR WRITTEN CONSENT OF THE OTHER, .
EXCEPT (i) BY EITHER PARTY (SUBJECT TO THE RIGHT OF PARTY X TO
TERMINATE IN ACCORDANCE WITH SECTION ... ) TO A CORPORATION OR
OTHER ENTITY WHICH SHALL ACQUIRE ALL OR SUBSTANTIALLY ALL
DEVELOPMENT, DESIGN, ENGINEERING AND MANDFACTURING FACILITIES
FOR ANY PARTICULAR PRODUCT LINE OF THE ASSIGNING PARTY AND
WHICH SHALL EXPRESSLY ASSUME IN WRITING THE PERFORMANCE OF
ALL THE TERMS AND PROVISIONS OF THIS AGREEMENT TO BE PERFORMED
BY THE ASSIGNING PARTY IN RESPECT OF SUCH PRODUCT LINE; OR
(ii) BY PARTY X TO ENTITY·Z OR TO ANOTHER WHOLLY-OWNED SUBSIDIARY
OF ENTITY Z, PROVIDED Z OR SUCH SUBSIDIARY SHALL AGREE TO PERFORM
ALL THE TERMS AND PROVISIONS OF THIS AGREEMENT AS A PARTY HERETO."

ASSIGNMENT PROVISIONS ALONG THE FAMILIAR LINES OF THE FIRST CLAUSE

MAY WELL SUFFICE IN THE CASE OF A SINGLE PRODUCT LINE PATENT LICENSE WITH

NO GKANTBACK PROVISIONS. HOWEVER, IN MORE COMPLEX TECHNOLOGY AGREEMENTS

PROVIDING FOR COMPREHENSIVE LICENSES OR CROSS-LICENSES INCLUDING GRANTBACKS

UNDER BOTH UNPATENTED KNOW-HOW AND TRADE SECRETS AS WELL AS PATENTED

TECHNOLOGY, EVEN RATHER DETAILED ASSIGNMENT PROVISIONS PATTERNED AFTER

THE SECOND CLAUSE QUOTED ABOVE MAY TURN OUT TO BE INADEQUATE.
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SO CLOSELY ASSOCIATED. WITH THE PERCEPTION OF PERSONAL SERVICES THAT

CHANGE DURING THE AGREEMENT TERM. THIS PROBLEM IS NOW COMPOUNDED BY

The of and
International Licensing of Unpatented Know-How: An Empirical
Study, I Nw. J. Int'l L. & Bus. 450 (1979).
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THE.ARRAYOF MUTUAL .RIGHTS AND OBLIGATIONS CREATED BY COMPREHENSIVE

RIGHT TO RECEIVE ROYALTIES - A RIGHT GENERALLY DEEMED ASS.IGNABLE' IN THE

AS SUGGESTED, THE PROLIFERATION OF COMPREHENSIVE TECHNOLOGY

ABSENCE OF CONTRACT LANGUAGE TO THE CONTRARY- TO A PARTY'S OBLIGATION

TECHNOLOGY LICENSES SPANS A WIDE SPECTRUM. IT MAY REACH FROM THE LICENSOR'S

SUCH CLAUSES SHOULD SURVIVE, OF COURSE, ANY CHALLENGE NO MATTER HOW

NEGOTIATORWHOns EXPECTED TO DRAWUP VIABLE ASSIGNMENT CLAUSES .• IDEALLY,

AS WELLASUNPATENTEDKNOW~HOWAND FREQUENTLY 'ALSO TRADEMARKS. THESE INTEGRATED

ASSIGNMENT CLAUSES, HENCE, SHOULD DESERVE MORE TRAN CASUAL ATTENTION IN

TO RENDER RESEARCH OR ENGINEERING SERVICES, THAT IS, A CONTRACTUAL DUTY

CONTRACTS POSES FORMIDABLE DEMANDS.ON THE .IMAGINATION OF THE CONTRACT

THE MAJORITY VIEW UNLESS THE CONTRACTING PARTIES AGREE TO SUCH TRANSFER.

TRANSFERARILITY. OF THIS DUTY TOA THIRD PARTY MAY NOT BE ENDORSED BY

TECHNOLOGY LICENSES, MUCHMORE SO !RAN MERE PATENT LICENSES, PLAY· AN

1

A SHARP INCREASE IN ,BUSINESS REORGANIZATIONS,ACQlJISITIONS,DlsPOSITIONS,'

JOINT VENTURES AND MERGERS DURING RECENT YEARS. GENERAL ELECTRIC IS IN

TECHNOLOGY LICENSE<CONTRACTS,'NOTABLY.INCOMPLEX LICENSES UNDER.PATENTS

INCREASINGLY PREDOMINANT ROLE IN INTERNATIONAL TECHNOLOGY LICENSE

TRANSACTIONS OF THE SEVENTIES AND EIGHTIES. 1

DRASTICALLY THE BUSINESS STRUCTURE ,OF THE CONTRACTING PARTIES MIGHT

THE MIDST OF DIGESTING THE MULTI-BILLION DOLLAR ACQUISITION OF RCA.



CLOSER TO MY HOME TOWN, THE 'LARGEST, BUSINESS, ENTITY' IN PTTTSBURGH,

GULF.OIL CORPORATION,', DISAPPEARED FROM' THE,CORPORATE SCENE BYWAY OF

MERGER JUST, TWO SHORT YEARS AGO, AND RIGHT' NOW , USX CORPORATION, THE

FORMER UNITED STATES STEEL CORPORATION,' IS FIGHTING OFF TAKEOVER BIDS

ON SEVERAL FRONTS;

"MERGER ,MANIA" WAS :,THE WORDING R:B. COOLLEYUSED'JUSTA FEW

MONTHS AGO TO CRARACTERIZE THE BUSINESS ENVIRONMENT OF THE EIGHTIES.
2

THE EUROPEAN ECONOMIC COMMUNITY COMMISSION IS SAID TO HAVE'RECORDEDNO

FEWER THAN 357 MERGERS AND ACQUISITIONS AMONG INDUSTRIAL ENTERPRISES

JUST FOR 1985, 3 AND A RECENT "BUSINESS WEEK" ARTICLE, REPORTING ,ON THE

LATEST RAGE OF JOINT VENTURES , HAILS "STRATEGIC ALLIANCES" AS THE WAVE

OF THE FUTURE, PAIRING UP "ARCHRIVALS, SUCH AS GE'AND WESTINGilOUSE,

" 4GM AND TOYOTA;.; •

AS WE REFLECT FOR A MOMENT ON THE EVOLUTION OF COMPREHENSIVE-

TYPE TECHNOLOGY LICENSES ON:THEONE HAND,'COINCIDINGWITH,THE'RAPID CHANGES

IN THE CORPORATE BUSINESS WORLD ON TilE OTHER, I SUGGEST OUR PIPA COMMITTEE

CHAIRMEN. SHOULD .BE CONGRATULATED ON SELECTING A MOST TIMELY TOPIC, FOR THE

PANEL DISCUSSION THIS ,MORNING.

ASSIGNARILITY AND TERMINATION PROVISIONS IN TECHNOLOGY LICENSES;

PERHAPS MORE SO ,THAN IN ,OTHER CONTRACTUAL TRANSACTIONS ; HAVE A CERTAIN

KINSHIP WITHPRE.,.NUPTIAL CONTRACTS: THE ENGAGED COlJPLE,INLOVE;WHILE

IN THE MIDST OF,WHDDING,PREPARATIONS, IS NOT OVERLY, RECEPTIVE TO THOUGHTS<

68 JPOS 115 (1986)

3 51 ATTR 254 (8-14-86).

4 Business Week, p. 100, July 21, 1986.
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OF DIVORCE ORRE-MARRIAGE - AT LEAST NOT ON THE AMERICAN SIDE·OF THE

PACIFIC. (AS THE FATHER OFA YOUNG BRIDE MARRIED JUST A FEW. SHORT YEARS

AGO, I SHOULD KNOW !);YET,IN TODAY' SRAPIDLY CHANGING BUSINESS CLIMATE

WITH ALMOST DAILY HEADLINES OF MAJOR BUSINESS DISSOLUTIONS, DIVESTITURES;'

MERGERS AND AlLIANCES, NO PARTY STRIKING A TECHNOLOGY LICENSE DEAl TODAY

CAN IGNORE THE POSSIBILITY OF 'A NEW BUSINESS TIE-UPTONORROW. LIKE THE

CONCERNED PARENT OF THE BRIDE, THE CONTRACT NEGOTIATOR SHOULD WARN HIS

BUSINESS CLIENT OF THE PITFAlLS OF CASUAlLY DRAFTED BOILERPLATE TYPE

ASSIGNMENT AND TERMINATION CLAUSES.

A PARTY 's INTEREST IN ANY VIABLE TECRNOLOGY LICENSE, BE IT THAT

OF THE LICENSOR OR THE LICENSEE, SHOULD, BEA VAlUABLE BUSINESS ASSET. IT

IS THIS ASSET THAT SHOULD· ENHANCE THE BARGAINING POSITION IN ANY SUBSEQUENT

BUSINESS SAlE, .MERGER OR .JOINT· VENTURE' NEGOTIATION; .YET, BECAUSE OF SLOPPY

TERMINATION OR ASSIGNMENT CONTRACT LANGUAGE, THE<PARTY.' S INTEREST IN THE

CONTRACT MAY TURN OUT TO BE A BURDENSOME LIABILITY.

LET ME BRIEFLY REVIEW WITH YOU A FEW SAlIENT RULES OF LAW IN

VARIOUS COUNTRIES AS THEY APPLY TO THE TRANSFERABILITY OF RIGHTS AND

DUTIES ESTABLISHED BY LICENSE CONTRACTS. I DO NOT CLAIM, OF COURSE,

FOR THIS REVIEW. EITHER TOTAl ACCURACY ORUP-TO~DATECOMPLETNESS. INDEED,

I WOULD. SUGGEST A MORE COMPREHENSIVE COMPARATIVE,STlJDY. AS A SEPARATE

TOPIC FOR A PIPA MEETING IN THE FUTURE. ONE THING, HOWEVER, I AM

QUITE SURE OF: THOSE RULES ARE .NOT CONSISTENT ~ NOT EVEN WITHIN THE

CONFINES OF MY HOME COUNTRY! BUT JUDGE FOR YOURSELF. AS.WE SCAN THEM

ON A COUNTRY-~Y~COUNTRY .BASIS.

LAWS OF VIRTUAlLY EVERY MAJOR COUNTRY IN THE WORLD CONTAIN MORE OR LESS
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Art. 94-(1)

DETAILED· PROVISIONS WHICH GOVERN ASSIGNMENTS OF. PATENTS AND· OTHER

INTELLECTUAL PROPERTY RIGHTS; YET, IN MOST COUNTRIES, ONE LOOKS IN VAIN

FOR STATUTORY LAW DIRECTLY APPLICABLE TO ·THE TRANSFERABILITY OF<PATENT

LICENSES.

AMONG THE NOTABLE EXCEPTIONS IS THE JAPANESE PATENT ACT. ASI

UNDERSTAND IT,· PATENT LICENSES- BOTH NON-EXCLUSIVE AND EXCLUSIVE- ARE

GENERALLY ASSIGNABLE:

(i) TOGETHER WITH THE RELEVANT BUSINESS OF THE LICENSEE;

(ii) BYWAY. OF INHERITANCE OR OTHER GENERAL SUCCESSION;

(iii) WITH THE CONSENT OF THE PATENTEE (PLUS THE SUB-'LICENSOR

IN CASEOFA NON-EXCLUSIVE SUBLICENSE).5

JAPANESE COUNSEL. TELLS ME THAT QUESTIONS OF. TRANSFERABILITY IN KNOW-HOW

AND INTEGRATED;PATENT AND KNOW...HOW LICENSES.WOULD BE DEALT WITH INA

SIMILAR FASHION.

5 Law No. 121 of April 13, 1959, As Amen.ded.

Art. 77(3) Ari ioxc1uslove license may be transferred only together with
t~e ,])\1~,~ne~£l in, ~h~ch _~t, ~5_~~,rlt~ci" ,01' ,cmly :liith ,the
consent of the patentee' or:in 'ihe-case"ofinheritance
o"!=.. 0t:her general succession.

f'::non-exclu15,,:1.:y~,~~c:~nsE!'",w~,fht:he:exc:~p~ionof ,o_n~
which results 'from ••• ', may'be--transferred,' but
only toge~her"ith.th~ business .in which it Is
worked 'or only with the consent of the: patentee
(or the patentee and theex,cl'-1,s,~ye l~<;~nse,e,:iIl, ,the
case of a non-exclusive license-on- an exclusive
J..lc:f!,J:l;s,e), 01:.; in,.; ,th~, cas,e: Of. inherieance or other

,,-.c>'g'e-na'I" a'lw,~su'c'c'e s'i5ri'on'~"" "'-'_"r' k,-·.•""",,,-",,, C, ~"""","", "
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SPAIN

ANOTHER NOTEWORTHY EXCEPTION IS THE NEW SPANISH PATENT· ACT

EFFECTIVE ONLY AS OF JUNE 26 THIS YEAR.6,. THENEWACTAPPAR.EllTLy CODIFIES

THE SPANISH MAJORITY VIEW WHICH CONSIDERS LICENSES NON-TRANSFERABLE BECAUSE

OF THE PERSONAL RELATION BASED ON MUTUAL TRUST CREATED BY THE LICENSE

CONTRACT.

UNITED KINGDOM

GENERAL RULES OF ENGLISH CONTRACT LAW ARE<APPLIED TO TECHNOLOGY

LICENSES IN THE ABSENCE OF CONTRACT LANGUAGE TO THE CONTRARY. CONTRACTUAL

RIGHTS ARE GENERALLY ASSIGNABLE; HOWEVER, CONTRACTUAL DUTIES; DEEMED

TO BE OF A PERSONAL NATURE, ARE NOT. A PATENT LICENSE IS CONSIDERED

PERSONAL AND, HENCE, IS NOT ASSIGNABLE UNLESS THE PARTIES AGREE TO THE

ASSIGNMENT.

CANADA

UNDER RELEVANT CANADIAN CASE LAW GENERALLY FOLLOWING ENGLISH

COMMON LAW TRADITION, A LICENSE DOES NOT CREATE Al'IINTEREST IN REM. IT

ESTABLISHES A PERSONAL OBLIGATION WHICH IS NOT ASSIGNABLE WITHOUT LEAVE

FROM THE OTHER PARTY. AS IN THE UNITED KINGDOM AND OTHER COUNTRIES,

6 Law 11/1986, Official Stat" Bu11etiriMarch26,1986.

Art. 75.3. Except as otherwise previously agreed, the holders
of contractual licenses may not assign them to
others, nor grant sublicenses.

Art. 104.1. For .'

exploits the same, must be
expressly reg,i~te:r:ed,;.l''Y, the .Pacent Office. ' When
dealing with licenses on grounds of patent dependency,
the license muat; be ~,rB:nsfer:red t oge rher w_~th_,the

dependent patent.
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INCLUDING THE UNITED STATES, A NON-ASSIGNABLE LICENSE, ONCE ASSIGNED,

IS VOIDABLE, BUT THE LICENSOR IS ESTOPPED FROM VOIDING IT IF.HEHAS

KNOWINGLY ACCEPTED MATERIAL PERFORMANCE BY THE ASSIGNEE, FoR EXAMPLE,

ROYALTXPAYMENTS. 7

ITALY

THE CLOSEST STATDTORY PROVISION OF ITALIAN LAW IS ART. 1594

OF THE CODE CIVIL DEALING WITH LEASES. LIKENING TECHNOLOGXLICENSES TO

LEASES, .. THE MAJORITY VIEW HOLDS LICENSES NON~ASSIGNABLEWITHOUTTHE

LICENSOR'S· CONSENT. ACCORDING TO ,ITALIAN •• COUNSEL,·.NO.REPORTED ·CASES.

IN POINT.ARE KNOWN.A:r. THIS. TIME.S

BRAZIL

TN THEBRAZILIANMAJORI:IXVIEW, WHICH EVOLVED FROM GENERAL

CONTRACT LAW, PATENT LICENSES ARE GRANTED ON THE BASIS OF TRUST; THEY

ARE GENERALLY DEEMED NOT ASSIGNABLE WITHOUT LEAVE FROM THE LICENSOR.

NO REPORTED CASES IN POINT ARE KNOWN AT. THIS TIME.9HOWEVER,REAr.ISTICALLY,

THIS VIEW IS OF LITTLE IMPORT FOR THE ·FOREIGN TECHNOLOGY LICENSOR TO

LICENSE CONTRACT WITH A BRAZILIAN LICENSEE. IRRESPECTIVE OF CONTRACT

LANGUAGE, AN.ASSIGNMENT.OF.A.PATENT LICENSE.WTLL BE EFFECTIVE ONLy IF

IT HAS COMPLIED WITH ALL FORMALITIES OF A MAZE OF BAFFLING REGISTRATION

REQUIREMENTS, REGULATIONS, NORMATIVE ACTS, ETC., WHICH CONTROL TIGHTLY

THE ENTIRE PROCESS OF TECHNOLOGY TRANSFER IN BRAZIL. SIMILAR REGULATIONS

7 Henderson, 4<Ot:tawa
Patent

8 Guido' Modiano,' PrivateComunmtc'at'l.on,;

9 Derds' A.-" D-aniel:,'-Privat~' 'CbInInuri!caiftin.
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10

IN EFFECT TODAY IN AHOSTOFTHIRDWORLDCOUNTRIES,.ARE FREQUENTLY

SPEARHEADED BY MEXICO AND BRAZIL. AS TO UNPATENTED "KNOW'-HOW"<CONTRACTS;

BRAZILIAN AUTHORITIES, ARMED WITH.ABATTERYOF GOVERNMENT REGULATIONS

INCLU)lINGTHE MIND-BOGGLING."NORMATIVE ACT 15" ,APPARENTLY ENDORSE

POLICIES FAVORING LIBERAL TRANSFERABILITY OF (IMPORTED) KNOW-HOW BY THE

LOCAL RECIPIENT. IN THEIR VIEW, AND THOSE OF OTHERS PRIMARILY IN TECHNOLOGY

IMPORTING COUNTRIES, KNOW-HOW IS NOT LICENSABLE INDUSTRIAL PROPERTY; IT IS

A COMMODITY.. SOLD TO THE LOCAL RECIPIENT AND, THEREFORE, ULTIMATELY

CONTROLLED,.AND.DISPOSABLE AT WILL, BY IT.

GERMANY

CODRTS EXAMINE QUESTIONS OF TRANSFERABILITY OF LICENSES IN

LIGHT OF THE CIVIL CODE PROVISrDNS.RELATING TO CONTRACTS AND LEASES.

CASE LAW DEVELOPED ESSENTIALLY ALONG THESE LINES:

(i) A.NON~EXCLUSlVE PATENT LICENSE ATTACHES TO THE. (NATURAL

OR JUDICIAL) PERSON; IT IS NOT TRANSFERABLE EITHER BY

INHERITANCE OR OTHERWISE, AND. THE. DISSOLUTION OF THE

LICENSED ENTITY EXTINGUISHES THE· LICENSE; IT MAY

NOT BE. PLEDGED.

(ii) AN EXCLUSIVE. PATENT LICENSE IS A RIGHT IN REM READILY

TRANSFERABLE.BY ASSIGNMENT, INHERITANCE OR OTHERWISE;

IT MAY BE PLEDGED.

(iii) AN EXCLUSIVE OR NON-EXCLUSIVE PATENT LICENSE WHICH IS

GRANTED AS A PLANt OR FACILITY LICENSE (BETRIEBSLIZENZ),

IS A QUALIFIED RIGHT IN REM; IT IS TRANSFERABLE, BUT

ONLY TOGETHER WITH

10 Rudolf Busse,Patentgesetz und Gebrauchsmustergesetz 228 (3rd Ed. 1964).
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QUESTIONS OF TRANSFERABILITY OF LICENSES AS 'RIGHTS, THUS; ARE

RATHER WELL SETTLED BY'GERMANCASE LAW IN THE THREE SITUATtONS DISCUSSED.

IN THE EVENT OF A MERGER JlETWEEN THE LICENSED ENTITY AND ANOTHER, THE

LICENSE, TO THE EXTENT TRANSFERABLE, DOES PASS TO THE SURVIVING ENTITY.

HOWEVER, FOLLOWING' THE FACILITY LICENSE RULE ; 'ONE HAS' TO CONCLUDE' THAT

THE LICENSE WILL NOT EXTEND TO THE ENTIRE SURVIVING BUSINESS CONCERN

BUT WILL, BE CONF.INEDTO THE FACILITIES OF THE ACQUIRED ENTITY. 'KNOW-HOW

LICENSES ARE HELD TO CREATE A STRONG PERSONAL RELATION BETWEEN THE

PARTIES BASED ON MUTUAL TRUST. IN GENERAL, THEY ARE NOT ASSIGNABLE,

THEREFORE, BY EITHER PARTY WITHOUT THE EXPRESS CONSENT OF THE'OTHER. 11

LESS WELL SETTLEDARE,ISSUES ADDRESSING THE TRANSFERABILITY

OF CONTRACTUAL OBLIGATIONS WHICH ARE DEEMED TO, BE CREATED ON'rHEBASlS

OF MUTUAL TRUST AND GOOD FAITH BETWEEN THE PARTIES. THESE OBLIGATIONS

ARE FREQUENTLY SO INTERWOVENWITHTHERIGHTS- BOTH PERSONAL AND IN REM

THAT NEITHER THE LICENSEE 'NOR THE (EXCLUSIVE) LICENSOR IS CAPABLE OF

TRANSFERRING THEiONE,WITHOUTTHE,OTHER. LEADING GERMAN PRACTITIONERS

AND SCHOLARS, LIKE THOSE IN THE UNITED STATES AND, I SUPPOSE, IN JAPAN

AS WELL AS ELSEWHERE, DO RECOMMEND, THEREFORE, THAT QUESTIONS OF

TRANSFERABILITY OF RIGHTS AND DUTIES UNDER TECHNOLOGY LICENSE CONTRACTS

NOT BE LEFT, IN ABEYANCE "AS A MATTER OF LAW" • THEY URGE WELL THOUGHT-OUT

TRANSFERABILITY LANGUAGE IN THE CONTRACT. 12 ,13

11 Herbert Stumpf, Der Know-How-Vertrag 68 (2nd Ed. 1971).

12 Eduard Reimer, Patentgesetz unci Gebrauchsmustergesetz 426 (2nd Ed. 1958).

HarryR. Mayers &Brian G. ,Brunsvold, Drafting Patent License Agreements
114 (2nd Ed , 1984) L
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UNITED STATES

STATUTORY LAW OF THE UNITED STATES, AS IS THE CASEIN.THE MAJORITY

OF BOTH COMMON LAW AND CIVIL LAW COUNTRIES, IS SILENT ON THE ASSIGNABILITY

OF RIGHTS OR TRANSFERABILITY OF OBLIGATIONS UNDER PATENT LICENSES.

AMONG THE LEADING FEDERAL COURT CASES CONCERNED WITH THE

TRANSFERABILITY OF·PATENTLICENSES ISHAPGOODv.HEWITT. 14 THE COURT

HELD IN THIS CASE THAT A PATENT LICENSE IS A PERSONAL RIGHT WHICH IS

NOT TRANSFERABLE WITHOUT THE LICENSOR'S CONSENT; IT IS EXTINGUISHED WITH

THE DISSOLUTION OF THE LICENSED CORPORATION;

IN LANE & BODLEY v. LOCKE ;15 THE COURT RULED THAT A.LICENSE ,

INDEPENDENT OF ANY:ASSIGNABILITY QU1!STION, WILLPASSTOA TRANSFEREE WHO

TARES OVER ALL RELEVANT PROPERTY ASSETS, LIABILITI1!SAND OBLIGATIONS OF

THE LICENSEE. THECOURT,WITHOUTDISTURBING THE .HAPGOOD RULE, DISTINGUISHED

BETWEEN THE DISSOLUTION OF THE LICENSED ENTITY ON THE ONE HAND AND THE

TRANSFORMATION OF A LICENSED PARTNERSHIP INTO A CORPORATION CARRYING:ON

THE LICENSED ACTIVITY ON TH1!OTHER.

16THE MORE RECENT CASE, UNARCO INDUS., INC. v. KELLY CO. , INC.,

UPHELD THELONG~ESTABLISHEDFEDERALRULE OF CASE LAW AS TO THE NON-ASSIGNABILITY

OF PATENT LICENSES. RERE, THE COURT RULED THAT FEDERAL,· RATHER THAN STATE,

LAW APPLIES TO QUESTION OF ASSIGNABII.ITY:OF PATENT LICENSE WHICH IS

PERSONAL<AND NOT ASSIGNABLE UNLESS EXPRESSLY MADE SO IN THE AGREEMENT.

THE COURT'S RATIONAlE vms. INTllRESTINGREADING

15 Lane & Bodley v. Locke, 150 US 193 (1893).

16 llnarcoIndus., Inc. v , K.elly Co ,", Inc :", 175 USPQ 199 (7th Cir. 1972),
cert den 176 USPQ 513 (1973).
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0.:0.:" J"THIS [PATENT] MONOPOLY CONFERRED BY FEDERAl.STATUTE
SO AFFECTS THE LICENSING OF PATENTS, AND THE POLICY
BEHIND SUCH ·LICENSING IS SO INTERTWINEDWITH.THE
SWEEP OF FEDERAl STATUTES, THAT ANY QUESTION WITH
RESPECT THERETO MUST BE GOVERNED BY FEDERAL LAW."

IN THE COPYRIGHT INFRINGEMENT CASEHARRISv.EMUS RECORDS CORP.}7

THE NINTH CIRCUIT CODHT OF APPEALS,' CITING UNARCO,WITHAPPROVAL,'HELD A

COPYRIGHT LICENSE NOT TO BE ASSIGNABLE WITHOUT EXPLICIT AUTHORIZATION

SIXTH CIRCUIT COURT, APPROVING OF UNARCO,RULED.,THAT A:NON-EXCLUSIVE, NON'-

TRANSFERABLE LICENSE FOR THE BENEFIT AND USE OF THE LICENSEE DOES NOT PASS

FROM THE LICENSED CONSTITUENT ENTITY TO.THE SDHVIVINGCORPORATION INA:'

STATUTORY MERGER BUT TERMINATES UPON. ITS MERGER; .

IN OTHER CASES"QUESTIONSOFASSIGNABILITY, OF RIGHTS AND>DUTIES'

UNDER LICENSE CONTRACTS WERE DECIDED ESSENTIALLY ON' THE BASIS' OF THE

CONTRACT: TERMS.

AS TO THE TRANSFERABILITY OF RI.GHTS. AND OBLIGATIONS BY ,THE'

LICENSOR, THE COURTS GENERAlLY ENDORSED TRANSFERABILITY OF RIGHTS BUT

NOT OF DUTIES. FOR EXAMPLE, IN GRAY ENGINE STARTER CO. V; ,GRAY & DAVIS,

INC.,1 9 THE CODHT RULED A PATENT LICENSE CONTRACT NOT TO BE. ASSIGNABLE

AS A WHOLE BY LICENSOR IN THE ABSENCE OF PROVISIONS THERRFOR. IT

FOUND THAT THE LICENSOR MAy ASSIGN HIS RIGHTS (TO RECOVER ROYALTIES)

BUT MAY NOT TRANSFER HIS OBLIGATION (TO WARRANT THE VALIDITY OF THE

LICENSED PATENT AND INDEMNIFY THE LICENSEE).

18 PPG Industries, Inc. v. Guardian Industries Corp., 202 USPQ 95 (6th Cir. 1979).

19 Gray Engine Starter Go. v.Gray& Davis, 224 Fed. }23 (~.M"ss,. 1914).
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AMONG THE LEADING GA$ES REJECTINGXHE HAPGOOD RQLEWHICH, AS

NOTED, IS FEDERAL CASE LAW, IS FARMLAND IRRIGATrONCO. v.DOPPLMAIER,z°,

IN THIS CASE, THE CAUF01UUASUPREME "CoURt HELD THAT ASSIGNABUITY OF

PATENT LICENSES IS NOT A FEDERAL QUEStION,BQT IS ,GOVERNED BY GENERAL

COMMON LAW OF CONTRACTS , WHICH IS STATE LAw. NOTEWORTHY IS THE OP.INWN

OF THE COURT WRITTEN BY JUSTIGE TRAYNOR, AS HE GRALLENGES EARLIER

FEDERAL GASES

, "WE ARE NOT PERSUADED THAT THE UNITED 'STATES SUPREME
COURT WOUlD, IN VIEW OF THE MODERN TENDENCY IN FAVOR
OEASSIGNABIUTY, ADHE,RE toDAY TO THE ,RULE IT LAID
DOWN IN HAPGOOD v, HEWITT. • ••• "

THE UNARCO CASE, DECIDED MORE TRAN 15 YEARS LATER, EVIDENTLY

DID NOT TAKE UP THE CRALLENGE JUSTICE TRAYNOR HURLED AT THE FEDERAL COURTS.

NEVERTHELESS, THE EARMLAND DEC.ISION DESERVES CAREFUl SCRUTINY AS IT

REFLECTS EMERGING STATE POLICY WHICH FAVORS MORE LIBERAL TRANSFERABILITY

OF PROPERTY RIGHTS, INCLUDING LICENSES ESTABLISHED BY CONTRACT. IT DOES

MAKE OUT A STRONG CASE FOR TESTING THE TRANSFERABILITY OF LICENSES UNDER

CONTRACT COMMON LAW OF THE STATES AND SUGGESTS THAT IT IS AN EXAMINATION

OF THE CONTRACT LANGUAGE THAT SHOUlD DETERMINE WHETHER OR NOT A LICENSE

IS A NON-TRANSFERABLE PERSONAL RIGHT. PARTIES INTENDING TO LIMIT THE

TRANSFERABILITY OF RIGHTS AND OBLIGATIONS ARISING FROM TECHNOLOGY CONTRACTS

ARE WELL ADVISED, THEREFORE, TO BEAR IN MIND THE LESSON OF FARMLAND:

SPELL OUT ANY TRANSFERABILITY RESTRICTIONS IN THE CONTRACT. THIS LESSON

SHOUlD BE OF PARTICUIAR IMPORT FOR THOSE LICENSE CONTRACTS WHICH ARE NOT

NEARLY AS INTERTWINED WITH FEDERAL LAW AS ARE PURE PATENT LICENSES, THAT

IS, BROAD SCOPE COMPREHENSIVE-TYPE TECHNOLOGY CONTRACTS WHICH INCLUDE

20 Farmland Irrigation Co. v. Dopp1maier, 113 USPQ 89 (Cal. Sup. Ct. 1957).
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LICENSE PROVISIONS UNDER BOTH PATENTS AND UNPATENTEDTECHN!CAL INFORMATION •.

OR LICENSESPRlMARIL'l UNDERUNPATENTEDI(1l0W-;HOW ONL'l.

LET ME CONCLUDE. OUR REVIEWOFRELEV1INT RUlES OF LAW WITH A

FINAL COMMENT ON THE FARMLAND CASEWHICH SHOULD BE OF MORE THAN PASSING

INTEREST TO PIPA: THEl'ARMlAND DECISION. OBVlOUSL'l.ISAT ODDS WITH

PREVAILING CASELAWDEVELOPEDB'l THE FEDERAl COURTS OF THE UNITED STATES;

IT IS VER'l MUCH IN TUNE. HOWEVER. WITH ARTICLES 77 AND 94 OF THE JAPANESE

PATENT ACT MENTIONED EARLIER.

HOW DO WE AT WESTINGHOUSE COPE WITH QUESTIONS OF THANSFERABILlT'l

OF RIGHTS AND DUTIES ARISING FROM TECHNOLOG'l LICENSE OR DEVELOPMENT

CONTRACTS IF WE ARE CONFRONTED WITH POTENTIAL BUSINESS ACQUISITIONS.

DISSOLUTIONS. DIVESTITURES OR STRATEGIC ALLIANCES? OUR OVERRIDING

CONCERN IS ESSENTIALL'l TWO-FOLD: MAKE SURE THAT (i) LICENSES OR AN'{

OTHER CONTRACTS OF OURS DO NOT CONFLICT WITH COMMITMENTS TO OTHERS AND

(ii) INTELLECTUAL PROPERT'{ RIGHTS •. INCLUDING LICENSE INTERESTS. AND

CONTRACTUAL DUTIES. DO NOT PASS INVOLUNTARIL'l TO A THIRD PART'{ AS A

MATTER OF LAW.

I WILL DISREGARD IN M'l FOLLOWING REMARKS THE TEDIOUS LEGAL

FORMALITIES NECESSAR'l FOR RECORDING TITLE TRANSFERS AND ASSIGNMENTS OF

PATENTS. TRADEMARKS AND OTHER STATUTOR'l INTELLECTUAL PROPERT'{ RIGHTS

WHICH ACCOMPAN'{ VIRTUALL'l EVER'l MAJOR BUSINESS ACQUISITION OR DIVESTITURE.

I SHOULD REFRAIN ALSO FROM RECOMMENDING SPECIFIC ASSIGNMENT LANGUAGE

SINCE EACH TECHNOLOG'l LICENSE TRANSACTION - BE IT A SINGLE-PRODUCT.

ONE-WA'l PATENT LICENSE. OR A COMPLEX CROSS-LICENSE FOR MULTIPLE PRODUCT

LlNES.UNDER

UNIQUE TRANSFERABILlT'{. ISSUES. WHJ:CH SHOULD BE ERANINED. Oil A CAsE..B'l..CASE
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BASIS. RATHER, I WOULD LIKE TO SUGGEST SOME GENERALLY APPLICABLE

GUIDEPOSTS FOR CONTEMPLATION WHEN WORKING ON TECHNoLoGY LICENSE OR

DEVELOPMENT. CONTRACTS:

1. ENGAGE-MENTALLY IF YOU WILL~IN A SECOND NEGOTIATION

(WITH AN IMAGINARY THIRD PARTY) WHICH SHOULD FOCUS ON THE

FUTURE; IDENTIFY REASONABLY PREDICTABLE INTERNAL OR

EXTERNAL BUSINESS RESTRUCTURES OR REORGANIZATIONS EITHER

PARTY TO THE WOULD-BE CONTRACT MIGHT UNDERGO; TO THE

EXTENT THE REORGANIZATION MIGHT AFFECT THE RELEVANT

BUSINESS·ON PRODUCT LINES OF THE PROSPECTIVE CONTRACT,

INCLUDE HERE:

(i) BUSINESS MERGERS AND ACQUISITIONS INCLUDING TRADEMARKS

AND TECHNOLOGY RIGHTS WHICH WOULD ENHANCE THE CAPABILITY

OF THE ACQUIRING PARTY IN FIELDS APPLICABLE TO, OR

OVERLAPPING WITH, THE·TECHNOLOGY·OFTHECONTRACT

UNDER NEGOTIATION;

(ii) BUSlNESSDlVESTITPRES, SUCH ASTHESALEBYA MULTI

DIVISION CORPORATION OF A PARTICULAR PRODUCT LINE OR

DIVISION INCLUDING ALL ITS BUSINESS ASSETS AND

LIABILITIES INCLUDING TECHNOLOGY CONTRACTS AND

TRADEMARK LICENSES WITH OTHERS;

(iii) INTERNAL RESTRUCTURES, SUCH AS BREAKUP OR CONSOLIDATION

OF BUSINESS· UNITS OR DIVISIONS WITH PRODUCT CHARTER

RESPONSIBILITIES AFFECTED BY THE TECHNOLOGY OF THE

WOULD-BE LICENSE OR.DEYELOPMENT·CONTRACT;
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(iv) PARTNERSHIPS AND JOINT VENTURES WITH THIRD PARTIES FOR

SPECIFIC ,PRODUCT LINES, OVERIAPPINGWITH THE RELEVANT

TECHNOLOGY OF THE PENDING CONTRACT NEGOTIATIONS;

(v) JOINT DEVELOPMENT ANDTECHNOLOGYLICENSE.CONTRACTS WITH

THIRD PARTIES FOR TECHNOLOGIES OVERLAPPING WITH THE PENDING

CONTRACT NEGOTIATIONS.

2; IRRESPECTIVE OF THE ,"APPLICABLE LAW" PROVISIONS OF THE PROSPECTIVE

CONTRACT,. FROM THE STANDPOINT OF YOUR OWN ,.PARTY,· ASSUME THE WORST

CASE OF ASSIGNABILITY OR NON-TRANSFERABILITY BY OPERATION OF LAW.

3. PREPARE A CHECKLIST WHICH IDENTIFIES .THE RESPECTIVE RIGHTS AND

DUTIES OF THE PARTIES TO THE PENDING CONTRACT NEGOTIATIONS .

BREAKDOWN THE RIGHTS AND DUTIES INTO .THOSE THE PARTIES INTEND

TO BE. TRANSFERABLE, AND THOSE THEY INTEND TO BE NON-TRANSFERABLE;

ANALYZE AND SuPERIMPOSE UPON THIS BREAKDOWN, IN A MATRIX-LIKE

FASHION ,THEPREDICTABLE BUSINESS REORGANIZATIONS IDENTIFIED IN

STEP 1, ABOVE.

5. APART FROM THE USUAl PREMATURE TERMINATION PROVISIONS IN CASE

OF DEFAULT, INSOLVENCY, DISSOLUTION PROCEEDINGS, BANKRUPTCY, AND

ACQUISITIO!lOFA PARTY TOTHEWOlJLD-BE CONTRACT BY QUALIFIED

COMPETITORS OF THE OTHER PARTY, EXAMINE THE RESPECTIVE RIGHTS

AND OBLIGATIONS'EI.THE:RPARTY TO THE 'PENDING CONTRACT, IN CASE

OFBUSINESS'RESTRUCTURE,MAYWISHEITHER(i) TO TERMINATE PRIOR

TO NORMAL .. EXPIRATION, 'OR (H) TO RETAIN, RATHER THAN TO PERMIT

TRANSFER TO ANOTHER PARTY BY ASSIGllMEl'I'l: OR OTHERWISE.

6. IN TECHNOLOGY LICENSES OR DEVELOPMENT CONTRACTS,

STIPULATE FLEXIBLE SEVERABILITY PROVISIONS, ALLOWING EITHER
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FOR TRANSFERABILITY OR FOR PREMATURETEBMINATION ON A

PRODUCT~BY~PRODUCTBASIS;

7. WHILE WORKING ON WHAT WE CALL AT·. WESTINGHOUSE

THE "LEGAL DUE .DILIGENCE CHECKLIST", USED AS A TOOL

FOR EXAMINING WOULD~BE BUSINESS 'ACQUISITIONS, MERGERS,

JOINT VENTURES AND DIVESTITURES, REVERSE TN TIME THE MENTAL

EXERCISE OF STEP 1; THATTS, LOOK AT PATENT, KNOW~HOWOR

TRADEHARKLICENSES, TECHNICAL DEVELOPMENT CONTRACTS, ETC.,

WHICH THE PARTY OR PARTIES TO THE PROPOSED BUSINESS RESTRUCTURE

.MAY HAVE CONCLUDED WITH OTHERS IN THE ,PAST.

THE GUIDEPOSTS ARE NOT MANIFESTING. OF COURSE, CORPORATE POLICY

DIRECTIVES ·AT WESTINGHOUSE OR ANYWHERE ELSE. YOU MIGHT TAKE THEM AS

SUGGESTIONS IF YOU, WILL. FORME, THEY ARE BOTH A HELPFUL CHECKLIST AND

AN EXPRESSION OF THOUGHTS, REFLECTIVE OF PAST EXPERIENCE AND REFRESHING

MY RECOLLECTION OF SPECIFIC PROBLEM ISSUES ENCOUNTERED FROM TIME TO TIME.

LET ME, IN. MY CONCLUDING REHARKS PARAPHRASE SOME OF .THESEISSUES ASA. LEAD~OFF

TO THE FORTHCOMING PANEL DISCUSSION.

STARTING OUT. WITHATRADEHARK-TRADE NAME EXAMPLE WHICH CAN RAISE

TROUBLESOME PROBLEMS OF ITS OWN ,CONSIDER A BUSINESS MERGER OR DIVESTITURE

INCLUDING A BRAND-NAMED PRODUCT LINE; THE WOULD-BE BUYER TS,ATTRACTEDBY

THE REP.UTATION AND GOODWILL ASSOCIATED WITH THE BRAND-NAMED PRODUCT AND,

OF COURSE,: THE RELEVANT TRADEMARK OR TRADE NAME. NOT SURPRISINGLY, THEREFORE,

HE INSISTS ON THE RIGHT TO USE THIS HARK OR NAME FOR A LONG PERIOD OF TIME

AFTER THE CLOSING DATE. THE DIVESTING ENTITY IS PERFECTLY WILLING TO SIGN

A NON-COMFETE CLAUSE; HOWEVER, IT IS CONCERNED WITH POTENTIAL TRADEMARK

OR TRADE NAME DILUTION PROBLEHS AND HAS IN EFFECT A CORPORATE POLICY

PROHIBITING THE USE OF ITS CORPORATE NAME OR HOUSE HARK IN THE COMFANY

NAME OF ANY ENTITY OTHER THAN ITS MAJORITY-CONTROLLED SUBSIDIARIES.
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AS ANOTHER EXAMPLE, CONSIDER THE CASE OF A MULTI-DIVISION ENTITY

PUTTING UP A PARTICULAR DIVISION OR PRODUCT LINE FOR DISPOSITION WHICH WILL

INCLUDE ITS PATENTS, KNOW~HOW AND LICENSES USED MAINLY IN THE PRODUCT LINE

TO BE DISPOSED OF. TO WHAT EXTENT, IF ANY, SHOULD THE DISPOSING ENTITY

RETAIN USE RIGHTS (i) UNDER ANY OF ITS OWN PATENTS TO BE ASSIGNED (SUBJECT.

OF COURSE, TO COMMITMENTS TO OTHERS). AND .(11) UNDER ANY TECHNOLOGY LICENSE

WITH ANOTHER PARTY TRANSFERRED TO THE BUYER? ASSUME THAT THE TECHNOLOGY

LICENSE IS TRANSFERABLE AND APPLICABLE TO BOTH PRODUCTS OF THE LINE

DISPOSED OF AND (OTHER)· PRODUCTS REMAINING WITH THE SELLER.

AS A FINAL EXAMPLE ,CONSIDER THE SCENARIO OF A PENDING DIVESTITURE

INCLUDING A WOULD-BE SOLD PRODUCT LINE WHICH OVERLAPS WITH THE TECHNOLOGY

OF AN EARLIER JOINT DEVELOPMENT CONTRACT BETWEEN THE DISPOSING ENTITY AND

A THIRD PARTY. DOES IT MAKE ECONOMIC SENSE .FOR THE SELLER TO CONTINUE

WITH DEVELOPMENT WORK AT THE LEVEL AS CONTRACTED,EITHERDlRECTLY OR

BY WAY OF SUBCONTRACTING? . WHAT VIABLE OPTIONS ARE LI!FTToTHI!SI!LLl!iC

H.THE POTENTlALBUYER IS NOT WILLING TO ASSUME THE CONTRACTUAL OBLIGATION

TO ENGAGE IN DEVELOPMENT WORK? WITH 20:20 HINDSIGHT, EITHER PARTY TO THE

EARLIER DEVELOPMENT CONTRACT PROBABLY SHOULD HAVE RESERVED AN OPTION TO

DIVORCE THIS OBLIGATION FROM OTHER CONTRACTUAL OBLIGATIONS AND RIGHTS

AND TO TERMINATE IT IN CASE THE RELEVANT PRODUCT LINE IS BEING SOLD OR

DISCONTINUED. SUPPOSETHE>WOULD-BE SELLER DID NOT RETAIN SUCH AN OPTION,

IS IT CONCEIVABLE THAT THE WOULD'-BE BUYER' sREFUSAL MIGHT KILL THE DEAL ?

THANK YOU.
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SOME VIEWS ON HARMONIZATION OF PATENT LAWS

Abstract

Mamoru TAKADA, ,MitsubishiElectric Corporation
Hirohisa SUZUKI" Nippon SteelCorporat,ion
Kazuo KAMISUGI, Takeda Chemical Industries, Ltd.Speaker:

INTRODUCTION
The international harmonization of laws for patent

protection has been an issue to be attained since the
establishment of the patent system. In view of recent
remarkable development of international ~rade and close

The issue of international harmonization of patent ,laws
is discussed, particularly on the items of (1) Unity of
Invention, (2) Grace Period and (3) Prior Art Effect of Senior
Application, based on WIPO's proposals. As the requirement
for unity of invention, the idea of "a single general
inventive concept;" 'is in principle agreeable. However, since
there are some problems in specific combination of claims from
several categories, we propose that the principles for unity
be made flexible so as to be easily applicable in various
circumstances. The concept to grant the grace period·is also
acceptable because it would contribute to earlier public
disclosure of invention and development of technology.
Regarding the period, six months would' be sufficient"to
prepare an application with regard to the disclosed invention.
The prior art effect or patent defeating effect of the whole
contents of a senior application should be considered for the
sole purpose of novelty determination of a junior application
from the filing date or, if applicable, from the priority date
of the senior application, on the conditiOn that the senior
application is published subsequently. In addition, it is
desirable that inventor's or applicant's own senior
applications be excluded from determining the prior ar,t effect
against their junior applications. ' ,

Presented at PIPA 17th Congress
Japanese Group, Committee No. 3
Subcommittee on Patent Harmonization

system be widely harmonized on the internatlohalbasis,
thereby permitting applicants to obtain smoothly patent right

,and patent protection in any country in'the world.
The issue of harmonization has been and is being

discussed in various international organizations such as the
WIPO, AIPPI and trilateral conferences between European,
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for carrying out the process·D. clilim for

United States and. Jal?anese Pat.ent Offices. In. Japan, the
Patent Office, Patent Association and Association of Patent
Attorney are studying this issue. At pres ent; ,hqwever ,.t;he
development and stage of their studies are different each
other.

A patent application shall relate toone invention only
or to a groupofil)ventions so linked as to flJrm asil1g1e
general inventive concept.

E.• claim for an apparacus for .cclrryi

b') Then eight permissible combinations of c;laims"of.these
categories were proposed. These are combined wi·th.an
independeht claim for a given producto

B. claim for a proc",ss fqr the manufacture of the produst

C. claim for a use of the product

From the standpoint of a group of patent practitioners
of Japanese corporations, this paper discusses some of the
items for the harmon.iaat Lon of the patelltsystem with a much
emphasis on the proposal of WIPO experts committee. It should
be noted that any opinion in. this paper does not represent the
position of any named organ1zations. More specifically, the
flJllowi!3g items are discussed in this paper.

I. Unity of Invention
II.. Gr",ce Period
III. Prior Art Effect of. Senior Applic;ation

I. UNITY OF INVENTION

1. The fo~lowing isanoutli.ne of the principles on the
unity of inventiOIl proposed by the.WIPO experts committee.

(2) Principle 2: Claims of Different Categories

a) The committee introduced the following five categories

A. claim for a product



(3)

c) In addition to an ,independent claim for a given
process, a combination was proposed with an independent
claim for a means for, or also for, :,carrying out the said
process (B +0).

d) In addition'to an independent claim for use of ,:: a
product, a combination was proposed with an independerit
claim for a means for, or also for, carrying out the said
use (C +E).

(3) Principle·3 is the rule for permissible combination Of
the one and the same category, and Principle 4 is the
rule·for dependent claim.

(4) These principles should be required to comply with
principle 1.

2. Referring to the discussion at the second session of the
WIPO Committee of Experts iII this May, we would like to
introduce our opin:tonon the proposed WIPO principles.

(1) Concerning principle 1, we think that the original
proposal is acceptable.

(2) Concerning Pr inciple 2, no problem would arise for the
combinations of up to three categorie;s. On the
combination of, more than four categories, any combination
with category E (claim for an apparatus for carrying out
the use of the product) would not alwa.ys be acceptable
because such combination will cause difficulties in the
examination by the patent offices and problems in
admitting a single general inventive concept. We are of
the opinion that the combination with. category Ewould be
permissible when they could be c;onsidered as linked by a

single general inven~iy~copcept.

We would also like. to suggest that the WIPO p,inciples

various circumstances when account is taken of the
efficiency, dcm';erii~nce fe>r examination in patent offices
and technical search'ande>f the future technical
development.
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3. Although it has been pointed out that the unity of
invention in Japan at present is too narrow in comparison with
those of the Unit,ed States and European countries and the EPC
practices, and improvement has been requested, it will be
rather improved as the result of the Japanese patent law
amengment expected in the spring of 1987.

We expect that the planned amendment will relax the
requirement for the unity of invention in Japan to the level
of the presentEPC by adopting the following principles:

a) Inventions witll close interrelationship under a series
of technical development, for example, those having close
technical linkage judged from their purposes,
constitutions or effects may be filed as an applic~tion.

b) Independent and dependent mUlti-claim~ with various
expressions will be permissible in all application as far
as they are supported by the whole contents of the
specification and satisfy the requirement of the unity of
invention.

II, GRACE PERIOD

1. The WIPO draft regarding the grace period (HL/CE/II/2;
Marcil 12 , 1986)' essentially proposes as follows : '

Even ,if an inventor discloses the, content of his/her
Lnverrt i on prior toa patent application, the, prior discl?sure
will not bar against the later-filed patent application on

certain conditions.

Such conditions include:

(1) Disclosure cal1 be made in any manner. However; if the
Patent Office lays it open based 011 the filed
application, this remedy is not applicable.

(2)'Pe'riod'Is' 'eithei6 "mbnths "c;'r

(3)Regarding, a notic:e of prior di~closure to the Patent
Office, the dr,aft proposes j;hat both either it is
"requir"ed" or "not r equI r ed?",
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2. The followings are our discussion with regard to the
WIPO's proposal:

(1) General discussion

In principle, the proposal regarding the grace period is
acceptable because it will contribute to earlier disclosure of
an invention to public and development of technology. It will
also provide inventors and applicants with an appropriate
protection.

(2) Scope not affected by prior disclosure

The WIPO proposes that prior disclosure should not bar

against a later application in 'view of not only the identical
scope of disclosure but also inventive-step consideration.
This proposal is acceptable.

(3) Period

This type of remedy which the later application can enjoy
is an exceptional treatment so that six months would be
sufficient. Six months will also be sufficient for preparing
an application therefor.

(4) Notice

While application of this prov1s10n should be claimed when
a patent application is filed, submission of documentary
evidence should not be compulsory. If· necessary or required,

the applicant may submit evidence to prove it during
prosecution·.

If the notice is compulsory, the applicant will be
required to follow complicated procedures. Absence of notice

requirement will not harm a third party.

Regarding the identity of the person who disclosed the

invention at issue and the inventor to that invention, the

not formal identity be met.

(5) Priority and Grace Period

If this provision is legitimate in the country where a
patent application was first filed, priority-claiming
application in other countries should also be given the
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benefit of grace period. In this respect, we agree to the
proposal.

III. PRIOR ART EFFECT OF SENIOR APPLICATION

The prior art effect of senior applications is one of the

imp()rta~t issues to be discu77ed from the.yiew point .of recent
trend of international llarmoqization of laws. What •extent of
status as prior· art should b~ given to senior applications,
i.e. previously filed but yet unpublished patent applications,
has the crucial influence upon the patentability of jlli1.ior
applications ,especiallyinthe.fieldof high technology where
patent competition is very intensive. In .the uniteq States,
for instance, this prior art effect of senior applications iE!
called "patent defeating effect".

AS the result of having studied prov~s~ons of tqe, patent

Cooperation Treaty (PCT), European patent Convention (EPC) and
18 main countrLes including the united States and Japan, the

WIPOhas.",rafted .~Re following proposal reg~rding the prior
art effect of senior applications (HL/CE/II/6): ., ..". ,.

"The whole contents of a patent application shall,for
the sole purpose of determining the novelty of an
invEintion claimed in another patent application,be

considered as prior art from the. date on wh~ch.theformer

application was filed or, Where, priority is claimed,~~om

the priority date, to the extent. that the former
application or the patent granted thereon is published

subse<;[uently."

Whire this WIPO proposal is ..consLder.ed to be
substantially the same as the Provision in the present EPC, we

would like .to di.scuss e"chessential point in the proposal

hereinafter.

There are the following two ways of approach about what

scope of the senior application be...considered to bea. bar

against the junior application:

(1) Whole Contents Approaqh
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(,2) Pr ior Claim Approach

We agree to the whole contents approach proposed by WIPO
for the reason that the prior claim approach is not a
realistic way from the practicalpoillt of' view. Under the

system of prior Claim approach,thei:~ is a defect that the
examination of junior applications has to be awaited until the
final determination of all claims of the senior application
and, where a divisiona~ application is filed, until the final
determination of claims of the divisional. application. In
fact, according to the WIPO's study, the prior claim approach
is adopted in only a few countries such as Switzerland,
Austria and Canada in which law changes are expected, .and many
countries including the United States, EPCand Japan adopt the
whole contents approach.

It is,th!=refore, considered that international
harmonization toward the whole contents approach would be
practically feasible, on the condition that the senior

application is published subsequently.

2. Determination Only For Novelty

Concerning how the contents of the senior application be
considered in the examination of the junior. application, there
are also two ways, i.e.

(I) Using it only for the novelty examination, and

(2) Using it for the novelty and unobviousness
examination.

The above system (1) is adopted in many countries
including EPC and J",pan while the system (2) is adopted in a

few countries SUCh..as the United States and East Germany.

It is proposed that the system (1) r I.e. using the
contents of the senior application only for

.... ···················e····x··a··m··i·····n·····ation the ;·;,il;;';;~;;:d'····fa;;:"1'1;;;' ...• . .....••...•.......•.......•.•...•[............. .•

purpose of international harmonization because of the
following reason;

Since the senior appLi.ca t i on has .not been published yet
at the time of filiJ;1g the. junior application, 'as a matter of
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fact, the invention of the junior application was made 'without
anY,knowledg", about the <;ontents of the .senior application.
It is, therefore, too sever", for the applicant to take into
consideration the senior application. not only .' for .the novelty
examination but also for theunobviousness examination of the
junior application.

3. Prior Ar.t Effect From The Priority Date

We propose that the prior art effect of the senior
application should take place from the priority date where it
is applicable.

In most countries including EPC.and Japan, the senior
application is considered to be the prior art as of its
priority date, if. any priority is claim",d. However, under the

law of the United States, such pr~or art effect takes place
not as of the priority date but only as of the actual filing
date in the United States (c.L 35 USC.5. 102(e); Inre Hilmer,
149 USPQ 480(1966).

This unique way of treatment to the foreign priority
under the United States law and practice is causing
stiostantial'disadvantagedtoforeign·applicantsby.reducing

their priority right by half and, besides, is incompatible
with the idea and spirit of the Paris Convention which
provides that domestic and foreign applicants be treated

equally.

In view of the fact that the United States is the only
PCT Contracting State which has made a reservation on PCT
Article 64(4) with regard to the present issue, it is strongly

desired that the United States make positive consideration
and improvement on this point in order to admit the whole
priority right for the purpose of internationaL harmonization.

4. No Self. C:ollision

As one of the issues which are not specifically referred

to in the WIPO's proposal, there is the problem of self
collision in the EPC. The self collision is that the junior

application is rejected based on the disclosure of the
applicant's or inventor's own senior application. we propose
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that such self collision should be eliminated in the treaty of
international hermorization in view of the following reason.

Since it may be necessary or unavoidable for the
applicant to disclose his other related invention or
inventions in the specifica~ion.of ,his application in order to
support adequately the claimed invention, it is desirable to
consider the applicat'sown senior application differently
from senior applications by others· in the examination of his

junior application.

On this point, section 29 bis of the Japanese Patent Law
defines that the applicant's own senior application is
excluded from the subject of consideration for the prior art
effect against his junior application. Under the United
States Patent Law, the §102(e) or 1102(e)/§103 rejection based
on the applicant 's own senior .. application' is easily overcome

by the submission of Rule 131 declaration. In our
understanding, the recent amendment on §102(f),(g)/§103 of the
U.S. Patent Law also intends to resolve the problem that the
junior application is rejected in view ofthedisclosur·e of
the senior application which was made in the same organization
as that of the junior application with different inventive

entity.

According to the WIPO Repor~ HL/CE/II/8, the issue of
self collision was discussed in the Corntnittee of Experts held
in May of this year in Geneva and it was agreed to take the

issue into consideration when revising the present proposal.

Under the circumstances, it is desired that the EPC will

resolve the self collision problem in view of the
international harmonization of patent laws.
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L Introduction

The:, so-called "Commi.ttee -of. Exper,ts"·on. Harmonization of

Certain Provisions in Laws f or- the ,'Prote,ction of Tnyentions

held its second session in Geneva at IIIPO headquarters from May

26 to 30, 1986. Thirty cp\lntries including,e.g.,Ci'lnada,

China, Franqe"Germany, t ndonesia s. ,Tt.aly,. Japan,,: "Phil ippine:,s,-,,

Korea, Soviet Union ,:Swi tzerland,Uni.tedKingdom, .and .t.he

United States ,wer:13.,repre:s€:11,ted and~l norr-qove rnment.a.I

organizations participa·ted via observe r s, .LncLudi.nq , . e.g.;',

American Intellectual Property Li'lj1. As.soc i a t Lon (AIPLA) (T .• F.

Smegal:. Ji.C:. Wegner)" AsianpatentoAttorpe,ys-Assoqia:tio.n

(APAA) (F. Oh t.au k a r I. Sharnotoh GRUR,Inter-Ame.r..ican

Associa.tion of Industrial property (ASIPI), Ln t.e r nat.LoneL

Association for t.he Pr.otect i oni.of j ndus trial Property (AIPP IJ,

Interni'ltionalChamber ofCornmeriOe (ICC), ,Japanese Patent

Attorneys Association (JPAA) (T. YamaquchLj, Chartered

Institute of Patent Agents (CIPA), The New York Patent,

Trademark and Copyright Law Associ.ation (NYPTC) ;(J".O.

TrarnontineJ-,' UnioQ:.,of, Industries:"of the European ;Corn,rnu,ni.ty

(UNICE ) and , pfcourse, the Pac i f-Lc Indus.tr ialProp.,r,ty

Association (PIPA). (K • F.•.· Jordi'l).
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According to the WIPO announcement of and the invitation

to the Meeting of the cominittee' __.of Experts, "observers will

fully participate in the discussions". This is true, observers

can indee-d speak:''''tothei,r''hea.rts· <Cdn'teilt-but t.hei rr t.ur-ntcome s

only'after all the Experts have been heard.

The Committee ofExpertsunanirnouslyelectedMr. J.-L.'

Comte of Switzerland as Chairman 'and 'Mr. M. K. Kirk (United

States of America) and Mr. 'V. Belov> (Sbviet Union) 'as

Vice-Chairmen. -Mr.L. Baa'timer- ,( Director'/ Industrial 'Propert'y

Division, WIPO)'actedas' Secretary to the Cbmmittee,of

Experts. In 'addition, Dr. Arpad Boq a ch, WIPODirector Gen'eral

and Dr.' KlausPfanner', WIPODeputy' Director ( now deceased r,

participatedVeryact'ively in the deliberations; especially the

latter who was always present; Other WIPOofficials,andstaff

members .as. welLasWIPOconsultaritsassisfed. It was obvious

that WIPO"cbnsideredthis meeting as vetysignificant and put

in a great deal of ,effbrt'. '

Inc identally,the Japanesectelegatibn consLs ted oFKoji

H'i.rayama, -naputyDirec<tor',.' E'}(amlnation s t endards Of.f Lce,

Coordina-.tibn'O'ivis'ion', 2nd Examinatioh Department, -Japanese

Patent Off ice and YoshihiroMas'uda,-'Fi'rst--Secrebary I -Pe rmarie nt;



Mission-, Geneva:and the--U. S .,::delegationwas made vupvof Michael

K.Kirk., :Assistance Commissioner:for<:External Affairs, United

States Patent and Trademark Office (PTO); Harvey J. Winter,

:Director, Office of'Busiriess Practices; Department of State:

Louis ;T~:'Maass€a,_,Patent Practice -and Procedure Specialist,

(PTO); Lee J. Schroeder, Intellectual Property Specialist,

(PTO); and Jan Jancin, Jr., Counsel, Intellectual Property Law,

IBM ,;Arling,ton; <:Virg inia.

;Mr. -Jaricinrepresented the private sector. It is

commendablethattheU,S. government delegation frequently has

private sector representation.

Both the Japanese and U.s. delegations made many

objective and pos i t Lve commen ts and suggestions, .wi t h measured

constraint and d Lp Lomab i.c rcau.tdon arid ,'are to be >commended for

this. The WIPO staff also "kept their cool". With over 50

countries and organizations in attendance, deliberations, of ten

became debates and debates often became heated. On many issues

representatives were extolling their countries' laws and
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practic.esas.,though:theywere saying we'are':':all in "favor::of

ha rmon i z a t Lon as. long as 'our:system::is':adopted or as cLonq .as .. we

don't .nave to chang" our system. At -one .point Dr ,Bogsch

stated wi th a touch of. impatience that "there was .no such thing

as a new (harmonization) treaty under which somebody would not

need to~¢hange~its-;practices~~

With all the haggling and jockeyingthatrwas going on and

all the reservations made to this or that proposal or

provision, it 'was,'difficult t o see how a :harmonization treaty

would or couLd ever see the .Li.qht; of day but nevertheless a .Lo t,

of progress I believe was made indeed,WIPO concluded itself:

I'Significant progress was made towards
r;eaching: an ',:agt"~enient on it.hevaoLu t Lona
proposed by the International Bureau in
respect of:the.,',seven questionsconside,red
by the COI1lI1littee of Experts". (INDUSTRIAL

•..."PROPERTY i' .Nc,•..7/8.r, J.uly/August 0.19.86., ....p ....
309) .

Seven subjects were under study by the COI1lI1littee of

Experts:

1) the grace period for public disclosure of an invention

before filing an application,
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2) the requirements in respect of the granting of a

filing date to apat"nt'applicatioA;

3) the requirements ·in re§pectofthe nam i nq of the

inventor and in respect of evidence to be furnished concerning

the entitlement of the applicant;

4) the Tequireinentsin :respect,ofthemannerofclaiming

in patent:ap~Lications;

.5) the requirements in respect of unity of invention in.

patent applications;

6) .the extension of patent protection of a process to the

products obtained by'that process and proof of infringement of

a process rpat.ent r arid

7) . the.priorart effect .of previously· filed but yet

unpublished patent applications.

Of these 'Seven sUbjects four (4-7.) were on -t.he agenda for

the first time; two (2~3)'forthe second time ,and one (1) ·for

the third time.
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II. Prior WIPO.Sessions.of the

Cornmi tt'eeof Experts dn ·'Harni.onizat,ion

As just intimated,subjects 1) to 3) had been under

considertation at Meetings of the Committee of Experts in

Geneva once-or twice before, ,i.e. in the "Firs,t sess'ron" ·on the

"Grace Period for Public Disclosure of an Invention Be;fore

Filing an-AppLi.c a t i on" which .washeldbetween· May 7 and Tl,

1984·anct:in·t'he "First Session",,·on t·he II Harmoniz.atio'nof

Certain Provisions in Laws for the Protect-ion of'Tnventions"

whichtookplace between July 8·and 12; 1985. Only 11

countries and 8 non-governmental organizations were d n

attendance at the first session in 1984 but participation grew

to 22.countr-jes :andi18. non..,go)[ernmental.organizations ... I n. the

sec.ondsess.ion .•in 1985. with the.further increases in

attendance at the 3rd session earlier this year,. it appears

that the momentum is gaining, the bandwagon is rolling.

In the 1984 session, WIPO was apparently merely testing

the waters as not much happened. Note the WIPO summary:

-208-



"Several delegations andtmost; of ',the
organizations expressed strong support for
the solution proposed in the study,
militating in favor of the proposed general
grace period system. Other delegations
exp:t;ess:edE.e<servations as to t he J?roposed
system of a general grace period" ~'

(INDUSTRIAL PROPERTY, 1984, p. 313)

In the 1985 session, there was not only improved

attendance but al so :an expansion of the aqerida to include two

new subjects: 1) requirements in respect of the naming<()f the

inventor by an applicant who ,is not the inventor and,til'-respect

of evidence to be furriished concerning the entitlement of such

applicant; and 2) requirements for granting a·filing da.te to an

application for a title of protection for an invention. with

respect to this session WIPO concluded as follows:

" the Committee ofExpert~agreedthat
the 'thr,e,e quest ions-des~r\7ed,"'a-cont i nued
effort of harmonization at the
international level. TheComrni tt'ee --of
Exper~::;> __ ,r.ec()IIUl1ended, Ln essence, that __ the
draft trea.t;:provisions on the grace period
should be revised in the light of its
conclusions and, as far as the questions of
the naming of the invent9r and the
r-equ Lr-emen t s 'fo~-'granting _.a filing_'d_at~.

were concerned;the-InternationalBur€!au
should, taking into account the .
recommendation" that the Committee had
mad~, .no~ only revise the dr~~t treaty
W9vi"ions but also th.ea.rguments
supporting them. (INDUSTRIAL PROPERTY
1985, p , 268) .
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III. General Observations

As mentioned earlier, at the session this past May 'four

new subjects were added and a goodly.numherof additional

countries and non-iqove r nmen t.aL org~·nizat."ions;showed up.

The d i s cu s s i.ons were based Ilotonly,qn ~,;WIPOdocument"

~-entit Led UDraf,tTreaty on the Harmoniza t i on of .Ce r t a Ln

Provisions ..in Laws for the Protection of Inventions" (HL/CE/

11/2) but also .ona s.et of elaborate \';orking pape.rs .o,\VIPQ

documents w.ith the following ti tIes:

"Requirements in Respect of the Granting of
a Filing Date to a. pa,tentApplication"
(HL/CE/II/2 Supp. I),

"Requ i rerfle:0.1::5.;, ~n_:,R:,e,l:)Pe ct".o.fthe;,.NaJJtin9 ,of
the Inventor and in Respect of Evidence to
be Furnished Concerning the Entitlement of
the Applicant" (HL/CE/II/2 SuPP. .2).;

1';~e:qlliI:;emeI1ts<in~,~e~pe_ci: of:,\he,'.:Ma"nner. of'
Claiming in patent-,Appl1ca1=.J0n,s!' ..
(HL/CE/II/3) ;

"Requ i remen t s ill Re~p~c_t,of.:unity of c

Lnven t i on ,in patent<ApPlicatiQI1s"
(HL/CE/II/4) ,

"ExteI1!3~on o('-,'pc:lt:ent prot€!ctlono:i:L a
Process t()th"pr()ductsQbtainedby That
ProqeE;i5 ;;"Pr:oof"of,,1I1~r:ingement of""a Process
Patent" (HL/CE/II/5);
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"Prior Art Effect· of .PreviouslyFiled but
Yet Unpublished Patent Applications"
(HL/CE/II/6) •

As a matter .of fact'i'·:,these' sub jects were discussed 'not

only in general but the documents themselves were gone over

paragraph by paragraph and in great detail so that not only

principles and fundamentals but ..also Lanquaqe and terminology

were'under scru t i ny ,

with ,respect to general:and:preliminary-observations :made

by participants, the delegation of Japan,for instance,

expressed general" support f or WIPO' sactivity concerning the

harmonization of certain provisions in'Taws for the'protection

of inventions but inquired as to the extent to which it was

intend<3d that also the terminology of national laws be

harmonized along the lines of the pr-oposed draft Treaty·

prov-isions.

The Director General's reply was that it was not intended

that the terminology and wording of national 'Laws had to be

harmoninzedfullyunder the proposed draft Treaty. It was,·

however. important that theimpl<3m:entation of theiTr<3aty
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provisions was: auchitha t .i t; resultedinharmo'nized:practices.

This did not, however, prevent the rules of the implementing

legislation from being expressed in different ways. No member

state was obliged to transfer the rules of the future 'Treaty

word by word.

Then. s. Delegation expressed its appreciation of \UPO's

efforts in the harmonization of patent laws and agreed that'

WIPO could play a useful and important role in strengthening

industrial propertyprotectionby settingstandards~~arole

which should berecogn.izedwhendiscussing intellectual

property matters wi thin the framework of . .the General Agreement

on Tariffs, and Trade (GATT).

Poland .suggested that Lns t.ead of working out a new Treaty

the Paris, Convention .s.ho.uldc,be. .t:l'v.isl'dand .r.evamped

felt that many of the proposed Treaty provisions should not be

in the Treaty but in implementing regulations enacted at the

national. level. Dr .• Bogsch in. reply.ing indicated that the

stan.dards of the. Paris. Convention were 'too loose' and the

proposed Treaty would be a spec i a L: arrangement within the Pard s

Convention.like PCT or the' Budapest Treaty.
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IV. The. Grace Period

Most of the discussions were' c,oncernedwi-ththe grace

period because of afundamental'-disagr_e~rne_ntwith,- if not

diametrical opriositionto, thecollcept of any q r ace period on

the part of the Scandinavian delegations. At last year's

session they were apparently dead set against any grace

period for reasons> of legal certainty. But at the. May session

this year they gave g1Cound a little. At the very outset

Denmark floated a proposal for a very Li.mi t.ed iq r ace period and

moved that this subject be taken up first. This proposal was

. supported by the delegations of Finland,Norway and Sweden as

well as Iceland. This proposal, embodied in WIPODocument

HL/CE/II/7and intended to constitute Art. 201 of the

Hermon i z a t.Lon-Draf t; -Treaty I reads as follows:

(1) A patent shall not be refused or held
invalid under any national law by virtue of the
fact that a disclosure was made which may
affect the patentability of the invention that
is the subject of an application for a patent
or of a patent, provided that the said
disclosure was made:

(i) by the inventor, or a person
,acting on his behalf, in 'connection
with a testing of the invention,
provided ,that it occurred only tdan
extent considered reasonable in view
of the nature of the invention, and
provided that reasonable measures had
been taken to keep the invention
secret, or
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(ii) by a third party ,including an
industrial property office, based on
information obtained from, or in
consequence of acts performed by, the
i.nveritorii f' ~the': thirdpar-tyw'a's
under an obligation to keep the
invention-secret,' :or if':the
information had been obtained by an
unlawful appropriation, provided' that
the applicant and his legal
predecessor, had done all that could
reasonably be required to keep the
invention,' ,secret',

and provided that the said disclosure occurred
no more than six months before the date on which
the application was filed or, where priority is
claimed, before the prioritY,date, and provided,
furthermore ,that the said application was filed
as soon as possible after the disclosure.

:This proposal" in other: -words i would recogni-ze only .a

six-month gracelleriod and only

1) for a disclosure by the inventor or a person acting on

his behalf, but further only if such disclosure 'occurred in'

connection with the technical testing of the invention, and

2) for a disclOsure of an invention by a .t.h i r'd party,

including an indl.lstrial property,office,but further only if

the third party was under an obligation to keep the 'invention

secret or if the information had been obtained by an unlawful

appropriation, provided that the applicant had done all that

could be reasonably required to keep the'~irlvention secret.
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Several participants opposed and debated this because the

.punpoaeiof any 'grace per iod-was to prot'ectinventors',in

particular those who did not have sufficient knowledge of

patent law and that " 'inaddition .t.o testing, there we,re other'

cases which deserved' the same treatment. At the end the

Delegation of Denmark was asked a.nd promised to further

elaborate its proposal prior··tothe .nextsession,taking into

account the discussion that had taken place.

agreed with the proposed grace period draft treaty provision,

according to which there should be a general grace period of

six 'or 12 months for any disclosure by .the inventor or' someone

having 'obtained ,theinforrnati'ooi 'on-the invention-from the

inventor, regardless of the grounds or methods of such

disclosure. opinions of government delegations were about

equally divided as regards the question of whether the general

grace period should be a six-month period or a l2-month period,

whereas most of the organizations present favored a l2-m6nth

period. Opinions were similarly divided as to the question

whether there should be an obligation to notify formally the

industrial property Qffice of any prior disclosure: government
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delegations were about equally divided as regards such a

requirement,. whereas all: of the organizations were against such

a requirement. It was agreed that third party rights in

respect of the continued exploitation of the patented invention

which had been started before. the filing or priority date

should be safeguarded in the- future treaty, subject to

clarification that such third party rights were limited to

persons who had made the invention independently from the

pe~son invoking the grace period.

V. Other Agenda Items

(For the 'summarizations 'in this section the "NOTE II which

appeared in the INDUSTRIAL PROPERTY, July/August issue (p , 309)

has been heavily relied upon.)

A. Filing Date Reguirements

Since the majority of the Committee of Experts, at the

session held in 1985, had already agreed on the basic approach

of providing, as a matter of principle, for both obligatory

CUrninimum") requirements and additional option ("'maximum")

requirements, the Committee of Experts this time focused on

thesubstance of the proposed requirements.
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It ",as generalJ-y agreed that the fir~tamong the proposed

obLd qa t.or.y minimum .requ Lxement.sj naUlel,y._-that t.he r'e. .mus t; .be .an

indication that ,protection for .an iIlventiqowCis sought, would

be satisfied by a request for the grant of a pat.ent; or .anot.her

title of protection for an invention, such as an inventor's

certificate, util ity model or certificate of addi t.i.on , As to

the question whether the obligatory minimum requirement of an

identification of the applicant ahouLd also include an

indication of the applicant's address, it was argued that

giving the applicant's addr.eaa may bel1ecessary in some, but

not all, cases and that. a so l u.ti.on .ehouLd vbevfo rmuLe t ed with

this possible need in mind. Views were also divided as regarps

two f urt.he r vpr-oposed obliga t.ory. min imum requ iremen ts , ;flame ly

that the application must contain a part which, on its face,

appeared to be a descr Ip tLon , and a part :whi:ch, on its face,

appeared to be a claim or claims. Se:yer~l,delegationsand

r ep r esent.a t i.vesvof organizat:ions,stateq that wha,t was .Important;

was that an application contain aid LscLosuce o~thei[lvent·io;n

in order to be accorded a filing date but that it was not

necessary that such disclosure include a claim or claims. In

conclusion, it was agree{l that a,:,c:ompromise solution might

consist of providing that any national law would, on the one
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hand; be' free ::to req"t.ilre the pre sence vof a claim 'or c'l a ims in

an application as a condition of according a filing da'tebut
. .

would, on 'the other hand,be obliged to require the presence of

a vdescr Ipt Lon as a condition of according a filing date.

B.' Inveri'tOrship Designation Regu'ireIri'ents

It was suggested that'the indication of the name of the

inventor should include both his family name and his given

name. Itwasalsosugge'sted that 'it should be required that

the "invent.or ' svaddr'es s be Lnd i catied; r e was furthermore

suggested that na.tional laws should be 'free to require that

ei therthe applicant or his'representativemakethe declaration

indicating the legal grounds of entitlement to file the

appl i.cat i.on , It was a l.so agreed to sttldy'ftlrther the question

of whether thesanctiorifor non-complFancewith the

:requirements o fvnam i nq the iriveritor'andthe declaration of

entitlement ahouLdvbertha t; 'the application must be refused or

must, -instead ,'be 'deemed to-have been wi t hdrawn,

C'. '-Manner-Of- Claiming Regliiremeri'ts

The memorandum prepared by the International Bureau had a

relatively liberal aproach, in order to facilitate the drafting
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and reading of claims. It waspdinted out that harmonization

in this field was of great interest to the users of the patent

system. A number of detailed suggestions for the improvement

of the proposal of the Interna.tionaIBureauweremade.

D. Un i t.v of 'Invention Regu'irements

The.InternationalBureau had made a proposal for the

harmonization of the presently largely divergentpra.ctices

under national laws, in order to facil Hate the drafting of

patent applications. The usefulness of harmonization in this

field 'wasrec6gnized, arid several suggestions<weremade in

respect of the '-rriternationa:lBureau·1 5 'proposal. I-twas

generally agreed that the principle, proposed by the

International Bureau, according to which a patent .appLic a t.Lon

must relate t ovone invention onl y or t.o va group o f v Lnverrt Lons

so Li.rikedvas to form a: single ,'gene'ral inventive concept, was

acceptable. Additional information was requested from

governments, particularly on the actual practice of their

industrial property offices, since the di££erencesamoung the

various countries seemed to consist in the practicai

application of the general principle of unity of invention.
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E. Process _,P.atent Protection

As concerris the ext ens i.on o fipa t.e n t.vpro t.e c t.Lon of a

process to the product obtained by that process and proof of

infringement of a process patent, the solution proposed by the

International Bureau was that the Treaty should require such an

extension, as well as the reversal of the' burden of proof in

the case where the p rocesavisrtor the manufacture of anew

produc.t , That soLu t Lon was .i.n gener:alcon15idered as

acceptabl".

HoweYer,theI:'ewere differences of opinion on certain

details. In connection with the reversal of the burden of

proof, views were divided on the qu"stionswhether that

reversal should apply only where the de.fendant '.s product is

iqenticalto the one described in the process patent. and

whether the product had to be new. Asregarqs j:hequestion of

whether products had to be obtained directly by the patented

process in order to be covered by the proposed, extended

process pat:efltprotection, the:re,wasa,;gene~alyiewthat this

should be the rule.

-220~



F. Prior Art Effecto:EPrior Patent Applications

As regards the prior art effect of previously filed but

yet unpublished patent applications, the Committee of Experts,

in general, took a favorable view of theprihciples ofa

solution submitted by the International Bureau, according to

which the tr-eatywould require that Contracting SU,tesconsider

the whole- contents Of a patent application, lothe extent that

they are subsequently published,asprior art from the filing

date or the priorty date of the application.

As regards the meaning of "whole contents,1I it was

suggested that the prior art effect of previously filed but yet

unpublished patent applications should be dated back to the

priority date only wi th respect to subject rna t t.e'r ' which had

also been disclosed in the priority application and that the

filing date should be the effective date :Eorpriorart purposes

for any other subject matter which had not been disclosed in

the priority application;

Moreover, it was pointed" out that the proposed solution

should make it absolutely clear-that previously filed but yet

unpublished patent applications were meant to be taken into
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account .a s prior art only: for purposes of. de t e rm i.ninq nove L ty

and not for purposes for evaluating inventive step.

In addition, it wail suggested that the proposed .soLution

should include measures to prevent that a conflict between

several patent applications filed by the. same. applicant. cause

the app.Li.can tct.o destroy the. novelty of his own. invention

merely by reason of having described his Lnvent.ion in a patent

application previously filed by ,him but not yetpilblished.

VI. Conclusions

The conclusionsregardingtpislast Session as sta~ed by

IVIPO were to the effect that. the Committee .of Expertil and/or

WIPOagreed ( IN.DUSTRIAL PROPERTY, 1986,p. 311) that.

1) the "ques.tions discussed deserved a,cqnt~nued effort

of ,han:noni;?:ationat,the international level",

2) "(o)therpossible topics for inclusion in the dra f t;

treaty should be studied, such as exclusion of .cer t.a i n

categories of inventions from patent protection, interpretation

of pq.tent claims, .duration of patents,f'irst..,to-file ,versus

f i rs t-r t.o-dnvent; .p r i.nci.pLe , rnCiI:1:ner,oJ. desc ri.p t Lon , .andrigl1.ts

confe rred, by the pat.en t;" ,
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3) thep>;9posed provisions of the draft treaty would be

revised or new provisions formulated in light oftheh

discussions, and

4) the "revised" text of the d ra ft; ,treaty as well as

memoranda on one'or:several' of the 'new t.op i.c s t.o be' studied

would be submitted to the Committee of Experts at its next

ae s s i.on ; "

The .nex t; s",,,sion,wh,ich was initially scheduled for

November of"this year, has now been',s",tfor March 23: to 27,

1987 -and announoemen t s and invitations have been 'issued. It is

to be hoped - and:thisis my plea today->that PIPA will again

seize the opportunity and be represented i,n an obse rve r

capac i ty., s i nce observe.rs can, participate, in the

deliberations, it is to be hoped further that PIPA. will study

the Issues On the aqenda; formulate: positions and issue

instructions or guidelines to theobserver(s) so that PIPA will

have input and will be .abl,e to affect t.he outcome •

Hazmon i.z a t i.onvis: 'ill the air. Itis an idea whose time has

COme. Harmonization efforts are -gaining momentum and the trend

toward nermon i z at.Lon app,eCirs Lrr ever s i.bLe,

Karl F. Jorda
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Abstract
It is already eight years since the EPC Patent'

System was established, and the number of
applications has been increasing steadily with the
operation of the system becoming smoother and
smoother. The Japanese industry has watched· the
European Patent System with great interests from the
beginning and their.patent applications to Europe
are now filed mainly through the EPa.

We would like to report here upon the result
of our study concerning the problems we are facing
in obtaining European Patent at the EPa, and the
points to be improved, particularly the following
eight points are those which we consider the most
important.

(1 )
(2 )
( 3)
(4 )

Mitsuru NISHIMURA, TEIJINLIMITED
Takeo HAMAZAKI, MITSUBISHI RAYON CO., LTD.
Keiji KOMAKI,FUJISAWA PHARMACEUTICAL CO" LTD.

Speaker: Mitsuo TANIGUCHI, EISAI CO., LTD.

SOME VIEWS ON THE EUROPEAN PATENT SYSTEM

Presented at PIPA17th Congress
Japanese Group, Committee No.3
Subcommittee on European Patent System

1. Introduction

The patent systems of the world have followed their

own unique courses of development, and differ from country
to country. It is not desirable, however, that an

excellent invention is protected or not protected as a

patent right depending on a country or that the scope of

even though it is in fact protected. In the three advanced
areas of US, Europe and Japan which play the leading roles

in the patent world, such a situation is not desirable.

Thus, harmonization of patent systems and practices of the



count ries of the worldi's, strongly<'desired.

PIPkJapaneseG roup Committee 3 repor.ted .Las.t; year

at ,t'he: Sixteenth International Congressh,eld,in Chicago on

various problems of, ,the, US, PatentSystem,mainlyfocusing

upon the fi r st-rto-dnverrt. System.

This ,yeari the Committee No.' 3 studied the problems

of the European Patent Syst'em, which,theJapaneseindustry

had encountered, and we report here upon the result of our

study.

The European Patent System ent.er ed its eighth year

since the first filings were made on June li197:8'. Its

operation has been quite smoothly conductedand'the number

of applications has increased Yearly to reach about 40,,000,

cases per year. The number ,of contracting .st.at.es. is .now 13

as Spain and Greece ,joined .the Convention"onOctoberli'

1986. Both the iUSandJ apan have been keenly interested in

the European Patent System from theverybeginningi and

applications originating from ,the US are 'at the:topof .t.he

list: (ali ttleless than 27,%) ,followed, byW ; Germany (24%)

and Japan (slightly below 15%).,

The European Patent System was established beyond

the .compl.e x interests of corrtrac t.Lnq.os.tat ea ,and was

epoch-making and highly evaluated 'in this regard. The

European Patent System is similar' in, many points to that of

Japan ,therefore, Japanes,e Industry findS it easier ,to

understand .and cope with the :same' in comparison to 'the us
, Patent System.

However, ,it is:felt that there are many points which

should be improvedArom the standpoint of Japan'ese

Industry. We studied :the: eight: items discussed in 'the

following sections2-9, and report here upon vt he 'r esuLt;

of our ,study.

2. Self-collision

Under EPC"Articles :54 (3)and'(4}',: ,theco'ntent as

filed of a prior application, Le"prior European

application or prior domestic application .Ln ,the,'designated
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country, is considered to constitute the stat'eofthe 'art,

and a later application claiming the sarne matter, which was

disclosedinthe'ocprior applicatiori',is not granted, a pat.errt

el1en'if.<,the 'inventor'or,'<applicantthe'reOf is identical to

that of the prior application. There 'ari'ses 'a 'so-called

sel'f~'coHisionOr',rej ec t ionvof a later application by

unpu'blishedfirst app.l'LcatLon "of t,he s.amad nvantor or

applicant.

Although Japan adopts the whole content approach

which' is'similar to EPC,,, this' -Ls not applicable where the

inventor or: ','appEicant is identical'. 'The l'aterapplication

is "r,ejected only,',wheri avpr.ob'Lem.vcf double patenting 'of the

prior: -app.Ldca ttion occurs;' In the United S,tates, ,r,ejection

'of,a'lat,erapplication by the .prior application of the

i denti caFinventor: can be avo idedexcept in the' 'caseof

.doub.Le.epat.en t inq.i-. ,As'ar esult of the arnendmeritof the

Patent Law :in '1984"there 'are hardly .any problems of self

collision'everi when there ,are'differ.erit; dnverrto ra ,

"EPC ,'onthe other 'hand ,applieS the whole content

approach even for applications of 'an identical inventor or

app.I-Lcant; ;,giving,rise:to self-collision'i, and a later

application of .an inveI\tor!applicarit may be .rej ecced over

hi s unpublished prior application.

In the following' .c as es ; an application with a later

pr i ori.ty.-da t e may be' 'rejected ;by -reasons ofself,-collision:

(a) The prior ,applicationclaimirig s-noveL. compound also

discloses its use, method of use, etc., 'in order to

clarify"its utili:ty"and another; application

claiming the use' isfHed,on,alaterda,te for

disclosing, the detailed, .exper.i merrtal, data.

(b). The priori ty right;of the prior application is not

admitted for some reason and the chronological

app.l i ca t i o ns is reversed so that the 'convention date

of"thebasicinvention (thepr.ior'application) falls

behind, that of. theimprovernent invention; (the Lat.er

application) •
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(c) An EPCappl1cationClaiming combtnedrprior I ty rights

is divided because of an objection concerning the

lInityofinventibn.

When Japan'- EPO Liaison Committee consisting of

Japanese applicants and agents visited> EPO in July last

year,they requested improvement on this point. EPO

answered that they> considered that there would be no

problems since the pertinent portion ofthepri6r

application would be interpreted somewhat narrowly;' >EpO

Guidel1nes do not specify i however, the degree of

disClosure in'thepriorapplication which would'result in

defeatingnoveFty of the laferapplii:::ation, and thereai'e

actually applications \"hichreceiVed a notice of rejeCtiOn

ci tinga priorappl Lca tion of the same applicant.

Applications are therefore not without problems in this

respect.

It is general practice for an applicant to file

sever alconsecu tive patent applications on the improvements

'and uses after theyf i Ledra patent application' for the

basic invention' asresearchanddeveloPmentadva:rices.'

Therefore, i t'is prefer abfeYo exempt the applications with

an identical inventor orapplicantllnderthe whole content

approach as is the practice at US and>JapanesePatent

Offices from the viewpoint of t.hevpr ot.eotio n iof Tmlentions.

This will also leadtoencour agingsuffiCient>discl'osur e of

the invention in' thespeCification\

we therefore believe that EPC Articles 54 (3) and

(4) shouldt!eamerided to haimoriizewlth US and Japanese

patent practice.

applicant or a predecessor, EPCArt. 55(1) provides that

itwollldriotconsiderdisclbslIrewithinsixmonths

preceeding EPapplication limited to the following

ins t ances,
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(a) An evident abuse in relation to .theapplicant or his

legaL predeqessor

(b) The fact that the applicant or his legal predecessor

has displayed the invention at an official or

officially reqognized international exhibition.

Thus, if an inventor or ass i qnee publishes the

invention at sc i ent I t Lc meetings orin printed

publications, or causes the invention to become known by

experiments prior to the convention date, sucb invention

will be deemed not nOVE!l and unpatentable.

There are given six montbandtwelvE! month grace

periods in Japan and US respecj;iyely, and applications

filed for inventions which became publicly known because

the inventor published the invention at scientific meetings

or conducted experiments will not be rejected for such

disclosure as long as they are filed within six months or

twelvE! months respectively following publication. The

proteqtion given to inventions in these two countries is

therefore mor e .extE!nsivecomparedtp Europe where the scope

of non-prejudiqiaL disclosure is extremely limited.

Such grace periods adopted in Japan and US, on the

other pand, are considered too short for a foreign

applicant to fully benefit from it, due to it being based

upon the actual filingdate~

In order. to strengthen theinternationalpr.otection

of inventions, we believe it is desirable t.hat;

harmondaat Lon of the practices of.majorcountriE!S .should be

attempted by establishing the general gJ:ace rule which is

now being discussed at WIPO. We support WIPO'sproposal .to

count the grace period from the priority date and not to

consider the disclosure by the inventor or his assignee

open of patent applications by Patent Office). as tbE!staj;E!

of art. We, however, believe that the, graCE! period spould

preferably be six months in. view. oftbe balance of

interests between the inventor and any third party.
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The matter of grace period was also discussed at the

meeting of the above mentioned delegation and EPO, EPO

acknowledged that some European countries wanted re

introduction of the grace period and suggested that they

were prepared to review the matter on the following

premises.

{a) The rule should be uniform world-wide (at least on.

the OECD base).

(b) In principle, the first-to-file system should be,

adopted and the grace period should be limited to a

certain period (preferably 6 months).

We found that the bill to amend Canadian Patent Act

announced in June this year introduced a grace period of 12

months prior to the priority date under thefirst-to-file

system. We consider this bill epoch-making.

We hope that the grace rule based on the priority

date will lead to encouraging developed countries to

advance toward harmonization and theEPCto amend their.

Art. 55 (1) to harmonize with the other countries of the

world.

4. Period for Filing Request for Examination

The period for filing a request for examination for

an EPC patent application is currently up to the end of six

months after the date of the publication of the European

search report under EPC Art. 94. This is felt to be too

ahor t for app.lLcerrcs , The period for filing a request for

examination is, for example, within 7 years from the filing

date in Japan, W. Germany and the Netherli3.nds, within 5

years from the filing date in Australia, within 4 years

from the laying-open date in Yugoslavia and 3 years from

period set by EPC Art. 94 is so short, that the applicants

do not have sufficient time to consider whether they should

actually file a reques t for examination Dr not for'the

annually increasing European patent applications and result
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in their filing r eques t s for all their applications to be

on the safe. side • Thus the increase in the backlog of

unexamined cases at EPO is accelerated.

In view of the fact that scrutiny of references

written in foreign languages takes up an enormous time for

Japanese applicants, evaluation of an invention does

require qui te a long period of time, and an optimum request

for examination should be made from a good.patent

management point of view, it is preferable to amend the

period for filing r.equest for. the examination· for EPC

patent applications to, for instance, within 1 or 2 years

from publication of the European search report. This

harmoni zation of the per.iod for filing request for

examination will certainly pave the way for filing request

for examination in an optimum way.

5. Reguirementof Disclosure as the Grounds for apposi tion

EPC Adicle 83 stipulates the following concerning

disclosure of inventions:

"The European application must disclose the

invention in a manner sufficiently clear and

complete for it to be carried out by a person

skilled in the art".

EPC Article 84 stipulates the following concerning

the claims;

"The claims shall define the matter for which

protection is sought. They shall be clear and

conc.ise and be supported by the description~';

However, the. grounds for opposition as stipulated in

EPC Art. 100 covers Art. 83 but not Art. 84. Neither does

Art. 138 on Revocation covers Art. 84. In other. words, a

in the specification does not constitute the ground for

opposition' or that for revocation. This is clearly stated

in EPO guideline Part D IV •. 5.

If the matter not described in the specification is
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6. Invention of Second Use in the Pharmaceutical Field

claimed, e.g. the scope of. the invention. as claimed is

broader than that described . in the specification, such

claims are not allowed according to the practice of most

countries. If such a claim is allowed, this means an

invention, not disclosed in the. specification is protected'

and this is contrary to the intent of the patent system.

Such practice at EPa may possibly allow a patent right with

an unreasonably wide scope of. protection compared to the

description of the specification and may seriously affect

the industry. l>Iore specifically, there may be mentioned

the following example. In the field where the competition

for technical development is fierce, we can easily find

that more than two companies often file related invention

separately at about the.same time; in such a situation if

the earlier applicant obtains the patent on the basis of

the claim not being supported by the description, it may

lead to offering serious problem tocompeti tors.

At the Japan -EPa Liaison Committee meeting held

last year, the EPa commented on this poi nt that "an

opposition cannot be raised only on the ground that a claim

is not sUfficiently supported by the description of a

specification. However, if the claim isso broad that the

disclosure of the specification fails to satisfy the

requirement of Article 100 (b), there is a possibility that

filing of an opposition based on this ground will be

--- ------m---allOl.ednr.~_AT.t•. 1'00_Jb:1-.CQT1:esPOI!QiJ.tC'oinly llA.r t",i.¥._CL"'.~... ... _.. c. _ II"!> >
mentioned above, and this alone is insufficient. We

strongly urge inclusion of .t.he provision corresponding to

Article 84 in the grounds for opposition under Article 100

and the grounds for revocation under Article 138.

making decision which recognized a patent with Swiss-type

claims for an invention of the se cond .pharmaceutical use on

December 5, 1984. (Theuseiofa substance or -compoe Ltdon

for the manufacture of a medicament for a specified new 'and
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inventi ve therapeutic application). (Gr. 05/83 et al.)
This enabled obtaining a right for an invention of second
pharmaceutical use at EPO like in US and Japan. However,
this decision did not necessarily obliterate the problems.
There still remain the following points which we would like
to see improved.
(ll Itis not clear whether or not contracting states

will recognize the above decision although they have

domestic provisions corresponding to Articles 52 and
54 of EPC. The British High COurt made a decision
recognizing Swiss-type claims on July 4, 1985, and
the contracting states are expected to follow this

direction. We are expecting all of the contracting
states, including countries such as France which
have so far strongly denied the invention of second
pharmaceutical use, to recognize the above EPO
decision and to give the invention of second
pharmaceutical use a patent right.

(2) In what form can theSwiss~type claims which were

recently recognized be enforced? Are they different
from W. German-type claims which read as follows?
"The use of a substance or composition for the
treatment of the human or animal body by therapy".
Does the effect of the patent right reach the
»roduct obtained or is it limited to the act of
manufacture? What about the case where the product
is manufactured outside the country where the patent
right exists and then imported to said country? Can
the right be asserted not only over the
pharmaceutical manufacturers but also the
merchandisers or end users?

-,

.'

In view of the above situation,we think that the
Japanese type of claim for invention of second

pharmaceutical use such as "a therapeutic agent for
diabetes-comprising Aas an effective ingredient" should be



considered as one of the claim types for protection thereof

also in the EPO.

7. Furnishing of 'Microorganism Samples

EPC Rule 28-(3) stipulates that if the invention

involves the use of the microorganism,the culture

deposited shall be available to any person upon request

from the date of the laying-open of the European patent'

application. According to Rule 28"':( 5), microorganism

samples shall be unrestrictedly furnished even when a

patent application is refused, withdrawn or deemed to be

wi t hdr awn;

Provisions of different countries concerning the

furnishing' time of micrOorganisms may roughly be classified

into the following two groups.

(a) Furnishing from the time the patent right in

substance (right to demand for damages, etc.) has

accrued' (publication after examination or

registration). (Japan, USA, etc.)

(b) Furnishing from the time the patent right in

substance has not yet accrued (laying~open of

applications) (EPC, W. Germany, e t c , )

In the case of' an ordinary chemical invention, it is

indispensable to describe the method of manufacture of the

starting material in the specification if>said material is

novel. In the invention ,using microorganisms, deposition

and furnishing of the microorganisms would be necessary in

view of the purposes of the patent law.

:Theinventions usi os. microorg ani sms , however', are

specially different from ordinary chemical inventions in

the f.o'l Lowinqvpoin t.s r

(ii)

(iii)

replication,

the'micrdorganism perse is know-how itself,

a superiormicrdot'ganisJn(such asa mutant}

can be easily produced from'the· original
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micro,?rganism~

Thus the inventions using microorganisms are special

types of inventions ,andtherefore we think it

obj act Lonab.Le vto furnish the mi croorqan i sm developed at a

great cost and expenses to third parties free of charge as

early as at the time of "laying-open of the applications"

when there has not yet accrued anysubstanti.al right.

In other words, delivery to third parties of the

microorgani sm which is know-how itself and which is capable

of self~replication not only c::onstitutes a disadvantage for

the applicant but also reduces research efforts toward the

invention of microorganisms in general, and ultimately

results in hindering the. technology development in· this

area.

We see. another problem in that a microorganism is

furnished unrestrictedly to third parties even when. its

application has been r efus ed, . wi thdr.awn or deemed. to be

withdrawn. Since mic::roorganisrnofthe invention for which

a patent is not definitely to be granted is to be

furnished, this will give disadvantage to. the applicant and

increase storage costs of microorganisms extensively.

In order to obviate the above-mentioned problems, we

believe it is preferable to adm.i t furnishing of

microorganisms from the time the subs t antd al, patent right

has accrued or when the patent application is published

after examination or registered as is the case in Japan. and

USA.

8. Harmonization of Procedures after Grant of European

Patents

Use of EPC route is annually increasing as . a r.esult

patent compared to the national routes. After the grant,

however, various procedures are necessary for tr ansf er r i nq

the r ightst.o designated oont r act I ngs.tates. Following

problems are conceivable .in.this stage.
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(I) Appointing' a national agent

(2) Payment of annuities'

(3) Submission of translation of thecspecification

of the European Patent

Since theJapanese Committee No. 3 r epor ted upon the

item (3) above at PIPA'14th International Congress held in

Washington, D. C. on October 19 through 21, 1983, we shall

take up the items land 2 above.

II} Appointing a national agent

The r uLesvooncerni.nq appo i ntment of the national

agent in the"designated contracting states for' annuity.

payment, receipt of notice for non-payment of annut.ty ,

procedure for restoration of a patent right expired by non

payment; of annu icy-, andsubmissLonoftranslationof

European patent specification differs from country to

country among EPC contractingstates.and are not

necessarily·unifOrm,

(2) Paymentof·annuities

Annuities are roughly cLas s Lfied i nt.o two;

maintenance'annuLtiespaid totheEPOformaLntainingthe

application from fHing untLlthe notification of' the grant

of the European patent, and renewalannuLties pa i d to

national patent offices for maintaining the patent right

after gr ant.

Since maintenance annutLesarepaidto EPO, there

are n6 complex procedures for the applicants. The

procedure for renewaL annuity payments differs greatly from

country to country; the annuity amounts, the year when the

first payment is due, the due date for payment, the grace

period, the additional fees , notification in case of non

payment of annuity, restoration of the rightandi ts

on the applicants for thei rpatent management and in

considering whether to .ma.i nt a.i n the patent or nob
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These differences in the provisions concerning

appointment of national agents. and annuity payments after

the patent rights are transferred to designated contracting

states are most troublesome for patent management, and we

would. like to see early .harmonf aat.Lon of ..patentprocedures

in the contrC!cting .states for. the sake of simplification.

TheiteI1ls (L) and (2) above were taken up at JAPAN 

EPO Liaison Committee meeting held in Munich on July 6,

1965 and EPO responded that they were considering

Centralized Register for these s t ates in the future. We

would Li ke to see this .be reali zed at an early date. We

sincerely. hope that' unification of national laws and

procedures in the stage of' transfer of European·patents to

designated contracting states will be accelerated and EPO

will make further efforts .towardearly realization of CPC.

9. Submission of. Translations of Priori ty Documents

EPC Article 66-(1) requires submission of

translation of priority documents within twenty months

after the priori ty date. For. a country Ii ke Japan of which

the ,language is not an official EPOlanguage and which

often claims multiple priorities, a .great deal of work and

expenses are involved in preparing translation of priority

documents.

EPO's examination department reviews such

translation of priority documents only when intercalary

references (references published af·terthe priority date)

are uncovered. Thus, these translationsar.e not the

requisite material at .thefiling stage. In fact, both the

Japanese and the US Patent Offices do not require the

translations at the filing stage. In order to save the

work and expenses which the applicant incurs for preparing

be required only .when.theactualneedfor examining the

content of .thepriori tydocumentari ses or' when an

intercalary reference is uncovered.
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Conclusion

We have discussed the problems under the European

Patent System which the Japanese industry faces and our

requests and suggestions on these points. We believe these

problems deserve closer attention for the international

harmonization of the patent system. We intend .to reflect

this paper on the discussion between the EPOand the
representatives of the Japan Patent Association scheduled

for February, 1987.
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REVIEW OF PROPOSED INTERNATIONAL TRADE
COMMISSION LEGISLATION

COMMITTEE 3 - U.S. GROUP

by

Arnold H. Cole
International Patent Counsel

Monsanto Company

At the 14th International PIPA Congress in washington,

a paper was presented on Proposed U.S. Patent Law Revisions

Affecting Foreign Trade. Although the proposed revisions

discussed at that time involved only the Patent Laws in Title 35

of the U.S. Code, the speaker also discussed certain related

provisions of the Tariff Act of 1930 which is part of Title 19 of

the u.S. Code. These related provisions deal with unfair methods

of competition and unfair acts in the importation or sale into

the United ·States of protected articles of intellectual

property. Proceedings under these provisions are handled by the

united States International Trade Commission (ITC). The speaker

identified a number of weaknesses that had been experienced by

persons seeking protection through the ITC procedures.

of international counterfeiting and piracy with respect to

. intellectual property. Concern in the United States about these
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problems.has led to the introduction. of numerous bills designed to

improve the protection presently provided by u.S •. laws. My

presentation today will deal specifically with legislation now

before the u. S..Congress for the purpose of amending sect.Lon 337

of the Tariff Act'of .1930 (19 U.S.C. 1337, 1337a).

The bills which are of primary interest are S .. 1869 in

the Senate and H.R. 4747 in the House of Representatives. Each

of these bills is limited only to the amendment of Section 33T

which governs ITC proceedings. For completeness I will also

identify t.nree. other pending bills which deal with Section 337,

but these other bills also include provisions which deal with

different subjects. S. 2435 contains added provisions relating to

foreign market access for U.S. companies under the Trade. Act of

1974. S.18@ and H.R. 4800 .are massive bills dealing<with all

aspects of trade and international economic policy. Theyare

commonly referred to as."omnibus trade bills," and·H.R. 4800 was

passed by the House of Representatives in May, 1986.

To assist in understanding the specific changes which

have been proposed by bills S ;·1869 andH. R. 4747, the Appendix to

this paper contains the present text·of sections 337 and. 337a of

the Tariff Act.

paragraph (a) of section 337 defines.the unfair acts

and unfair methods '"hich are considered to be unlawful,. and it

givestheITC the authority to deal with such acts and methods.

"efficiently and economically operated." Both of the proposed

bills·woulddelete this. limitation. on the manner in which the

-239-



industry is operated. The present law also covers acts and

methods which "prevent" the establishment of an industry; Both of

the proposed bills expand this coverage to include acts and

methods which "impair or prevent" such establishment.

Paragraph (a) of section 337 also states that in order

for the unfair acts and unfair methods to be considered as

unlawful, they must have the effect or tendency "to destroy or

sUbstantially injure· an .. industry"or "to prevent the

establishment of such an industry". The nature and extent of

the injury suffered by an industry is not·defined and the present

law also lacks any identification of the different types of

intellectual property which it is intended to protect. This

latter deficiency is particularly significant because the scope

of recognized intellectual property rights has changed greatly in

recent years.

In order to correct these problems, each of the

proposed bills would add provisions to paragraph (a). Under

these provisions, proof of acts which would violate specified

intellectual property rights would be all that is needed to show

the existence of an injury. The acts which would violate these

rights are the unauthorized importation or the sale of an imported

product which infringes a valid united states patent,copyright,

trademark, or maskwork. In addition, only S. 1869 would also

include. among such acts the unauthorized importation or the sale

Uni ted States . Finally, both of the proposed bills cover products

made bya process which would infringea.valid U.S. patent if that
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product had been made in the U,S. This last proposed addition is

in the present law as Section 337a which would be cancelled.

Paragraph (b) of section 337 relates to investigation

by the ITC of alleged violations and no changes. are contained in

the proposed billS. Paragraph (c) of section 337 requires that

each investigation made by the ITCmust detemine whether or not

there has been an actual violation. S. 1869 makes no chanqe in.

this requirement. However, H.R. 4747 Mould pemit theITc to

terminate an investigation.without anydetemination of violation

if a consent, order isisslled or a settlement .aqr'eement.. is.

reached.

Paragraph (d) of Section 337 allows the ITC to exclude

the accused products from entry into the U.S; if a violation has

been found. No changes are contained in the proposed bills.

Paragraph (e) of section 337 allows. the ITC to exclude

the accused products from entry into. the U.S. during the

investigation if there is reason to.believe that a violation will

be found. Both of the proposed bills would add " provision to

permit the complaining party to petition for a preliminary

exclusion of entry order at an early date if the complaining party

posts a bond. The proposed bills have small differences in the

time period within which the ITc must make such a preliminary

decision. H,R. 4747 would add a.further provision to permit the

granting.of a preliminary injunction or a temporary restraining

had already been imported into the U.S.
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Paragraph (f) of section 337 deals with orders tha.tcan

be issued by the ITCandwiththe civil penalties for violation of

these orders. The present 'law permitsapeilaltyof not more than

$10,000 or the domestic'va.lue of the products imported or sold on

each day the violation occurs, .whichever is greater. S,1869

would increase the maximum penalty to "twice'the dmnestic value of

t.hetproductrs "; 'I'hecchariqe proposed in H.R.4747 would raise the

maximum dollar figure to :$100; 000.

Tne proposed Senate bill, S.1869,wouldadd an

entirely newparagrapnto section 337. In the case of products

which nad already been imported into tne U.S., and wnich were

found to be a violation,the ITC could issue' an order that such

products be seized and forfeited to the United States. Tne

Secretary of the Treasury would be authorized: to enforce the

order. This remedy would be in addition to the exclusion from

entry orders permitted by paragraphs (d) and (e).

The proposed House bill, H.R. 4747, would add an

entirely new paragraph to Section337on:a different subject. It

would authorize tne lTC to' order· sanctions against any party to

the proceedings for abuse of discovery or for abuse of legal

process. Tnese sanctions would: be the sante as those provided in

the Federal Rules of civil Procedure.

Both the House and Senate bills would also add another

newparaqraph dealing with de fauLt.. The provisions in the two

paragraph would require that: .

(1) a complaint is filed alleging a violation by a
party;
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(2) the complaint is· served on that party;

(3) The party fails to respond or appear;

(4) the party fails to show good cause why he should
not be held in default; and

(5) the complaint seeks relief only against the named
party.

If all of these requirements are satisfied, the ITCshall presume

that the facts alleged in the complaint are true and may then

grant relief solely against that named party. S. 1869 does not

specify the nature o f. such relief.but· H.R.4747 expressly. permits

both exclusion from entry and a cease and desist order, The new

default paragraph in H.R. 4747 contains a further provision which

is not in the proposed Senate bilL This states that if no

person, either the accused party or anyone else, appears to

contest the complaint, and if the alleged violation is established

by "substantial, reliable, and probative evidence", then the ITC

is permitted to order a general exclusion from entry .ofthe

accused product against any and all persons.

Paragraph (g) of section 337 provides that a decision of

the ITC shall be published and a copy of that decision shall be

sent to the President of the United States. The President then

has 60 days to review the decision and notify.theITC if he does

not approve. If the President does not disapprove., the ITC

decision theh becomes finaL H.R.4747 does not propose any

change on this subject. However, since S. 1869 would add· the new:

the accused party to post a bond to prevent .such seizure until the

decision becomes final.
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Paragraph (h) of section 337 states that an exclusion

from entry order or a seizure order shall remain in effect until

the ITC shall ,notify the Secretary, of the Treasury that the

conditions which led to such orders no longer exist. Both of the

proposed bills would permit a petition for relief by a party

previously found by the ITC to be in violation of Section 337.

The petitioner would have to show that he is no longer in violation or

that the order should be, modified for some other reason. The

burden of proofis'on the petitioner and the ITC may only consider

evidence which is either new or which could,nothave been

presented in the original proceeding.

Paragraph (il of section 337 provides that orders made

by the ITC shall not apply to products which are imported by or

for the use of the United States government, The present

paragraph speaks only of products relating to patents. Both of

the proposed bills would add reference to trademarks and

copyrights. H.R. 4747 would further add reference to maskworks.

The proposed House bill would include an entirely new

paragraph dealing with handling of confidential information. It

would provide that if such information is submitt,ed to the ITC or

exchanged among 'the parties, it shall not be released to any

other person without the consent of the submitting party.

Exceptions under this paragraph permit limited release by the ITC

under, a protective order and also permitdisclosllre to ITC employees

involved in administering an exclusion order.
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paragraph (j) is the final portion of section 337. It

defines the territory of the United states and there are no

changes in the proposed bills.

Clearly, the most significant changes which are being

proposed for Section 337 are those involving paragraph (a). The

reguirement.<for "an industry in the united states" has been

retained; This prevents accesS toITC proceedings by those who

have no business interest in the U.s. but who simply have some

form of U.s. intellectual property rights. The ITCwould thus

continue to adjudicate trade disputes between a domestic industry

and one 'who' seeks to import products -. from abroad. Where such

disputes are not involved,the,U.S. court system would have

jurisdiction.

The deletion of the efficient and economical operation

reguirementremoves a rather vague and highly subjective standard

from paragraph .(a) • This will eliminate the need' for extensive

and expensive discovery by the accused party and will surely help

to simplify the proceedings. It should be noted that the ITC has

never denied .r'eLi.e f to a complaining party for failure to conform

to that standard.

The revision of the "injury" requirement appears to now

expressly state something which should have been readily

understood in 'the present law. The grant of an" intellectual

property right in the u.s provides the owner with a temporary
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Any sale in the United states 9f an infringing pr9duct

is a sale that properly belongs only to the owner. or licensee of

that right. The importation of infringing merchandise detracts

from the authorized monopoly and decreases the value of the

intellectual property. Under such circumstances, requiring

further proof pf injury, in addition t9·the injury inherent in

the infringement of a valid intellectual property right, should

not be necessary.

During the congressional hearings on each of the

proposeq bills, there. was conside:t;able discussion on whether or

not these prop9sedrevisions would be compatible with the U.S.

obligations under the General Arrangement on Tariffs .and Trade

(GATT). The issues particularly raised were those of non-tariff

barriers,national; treatment and the grandfather clause in GATT.

Resolution.of.these.issues must await final enactment 9f S9me

Leqi.s Lat.i.on byC9ngreS$.and approval by the President·.

CURRENT STATUS

As of the date this paperwas.put in finalf9rm, the tW9

bills discussed ab9ve were still pending bef9re the C9ngress.

S.1869 was awaiting c9nsiderati9nby·the Senate Finance C9mmittee,

and H.R. 4747 was awaitingc9nsiderati9n by the H9use Judiciary

C9mmittee. Legislative assistants 9fthe Senat9r.and the Repre

sentativewh9 intr9ducedthese bills expressed doubt ab9ut whether

bef9re the C9ngress adj9urns f9r this year.
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It was also learned that a new Tariff bill, H.R. 5686,

had just been introduced in the House. A copy of this bill was

not available as yet but it was said to contain all of the

H.R. 4747 provisions relating to Section 337'. An attempt to

expedite the new bill was expected.
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Investigation of violations by Commission; time limits

(2) During the course of each investigation under this section, the

APPENDIX

Unfair methods'ofcompetitiondeclarednnlawful

Unfair Practices In Import Trade§ 337.

(b) (1) The Commission shall investigate any alleged violation of this

section on complaint under oath or upon its initiative. Upon commencing any

such investigation, the Commission shall publish notice thereof in the Federal

Register. The Commission shall conclude any such investigation, and make its

determination under this section, at the earliest practicable time, but not

later than one year (18 months in more complicated cases) after the date of

publication of notice of such investigation. The Commission shall publish in

the Federal Register its reasons for designating any investigation as a more

complicated investigation. For purposes of the one-year and I8-month periods

prescribed by this subsection, there shall be excluded any period of time during

which such investigation is sllspended because of proceedings in a court or

agency of the United States involving simil~r questions concerning the subject

matter of such investigation.

(a) Unfair methods of competition and unfair acts in the importation of

articles into the United States, or in their sale by the owner, importer,

consignee, or agent of either, the effect or tendency of which is to destroy or

substantially injure an industry, efficiently and economically operated, in the

United States, or to prevent the establishment of such an industry, or to

restrain or monopolize trade and commerce in the United States, are declared

unlawful, and when found by the Commission to exist shall be dealt with, in

addition to any other provision of law, as provided in this section.

Department of Health, Education, and Welfare, the Department of Justice, the

Federal Trade Commission, and such other departments and agencies as it

considers appropriate.



§ 337.

(3) Whenever, in the course of an investigation under this section, the

Commission-bas reason to believe, based on information before it, that. a matter,

in whole: or in part,may come within the purview of s:ection 1303 of this title

or of part II of subtitle IV of this chapter, it shall promptly:notify:the

Secretary of, the Treasury so that·such action'may.:be taken as is otherwise

authorized by-such section and-such Act. If the Commission has reason <to

believe .the matter before Lt.: is based solely on allegedacts'and'-:effects:,which

are within the purview of section 1303, ,1671, or 1673,ofthis,tit;.le, it shall

t.ermtnete., -o r not Lns t.Lt.ut.ejvarry investigation: into the mat.t.e r . If the

Commission has reason to believe the, matter before it is based in part on

alleged acts and effects whicK'are within'the purview of section, 1303, 1671,

or 1673 of this title, and in part on alleged acts and effect which may,

independently from or in conjunction with those within the purview of such

section, establish a basis fore relief under:this, section, then it may institute

or continue an investigation into ,the matter. If the Commission notifies the

Secretary or the admtrri.s t.erLngvaut.horLt.y (as defined in section: 1677 (1) cof this

title) with respect to a matterun~er this paragraph, the Commission may suspend

its investigation during the time the matter isbefore:theSecretary or

administering authority, for final decision. For purposes of, computing the

Ir-yearto r 18-month 'periods prescribed by this subsection, t.hexe.vsha l L be

excluded such period of suspension. Any final decision of the: Secretary:under

section 1303, of this title or by the administering 'authority under> section 1671

or 1673 of this title with respect to the 'matter within such section 1303, 1671,

or 1673 of this title of which the Commission has notified the Secretary or

administering authority shall be conclusive 'upon thecCommission with respect. to

the issue of less~than-fair-valuesales orsubsidizationandthe:matters

necessary for such decision.

(c) Determinations; review

'The Commission shall determine,with respect to each investigation

section. Each determination under subsectioIl (d ) or (e) 'of this section shall

be made on the record'after notice and' opportunity for a hearing in conformity

with the provisions of subchapter II 'of 'chapter 5 of Title 5. All legal and

equitabiedefellses may be 'presented in all cases. Any person adversely
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affectedby,a final· determination of the·Commission'under, subsection (d), (e),

or (f) of this, section 'may appeal such determination, within 60 days after the

deterrriination-:b~comesfinal,tothe United States Court of Appeals for the

Federal Circuit for review in accordance with chapt.e r-Y of Title 5 ~

Notwithstanding the foregoing provisions of: this- subsection, Commission

det.ermi.nat.Lcnst-under subsections" Cd),; (e}, and (f) of this section with 'respect

to,its findings:on.the public health-and welfare, competitive conditions in:the

United States economy, the producti.on-of like or" directly 'competitive 'articles

in the United· States, and United States consumers,the amount and nature of

bondjvor the appropriate remedy shall be revtewabIe.rfn accordance with section

706 of. Title 5;

Exclusion' otvart.Lc'lesi.Eroe entry

Cd) If the Commission determines, as,a 'result of an investigation under

this section,thatthere is violation of this 'section, it shall direct that the

articles concerned'; Lmport.ed-by any person violating the provision of this

section, .be excluded from entry into the United 'States ,-'unless', after

considering the 'effect of such exclusion upon the public health and welfare,

competitive conditions in the United States economy; the production of. like or

directly competitive articles in the United States, and'United States consumers,

it finds that ,such articles should not 'be excluded from entry. The Commission

shall notify the Secretary of the Treasury of its~action under this subsection

directing such exclusion from entryvand upon receipt of such notice; the

Secretary shall, 'through the proper officers, refuse suchentry~

Exclusion of articles from entry during investigation
except under bond

(e) If, during the cours~ of an inve~~igatio~und~r th~~section, the

there

of .~hisse~tion,it~aydi~ect that the_a~ticlesconcerne~, impo~ted by any

pe raonwjt.h .respect; to W:tlOID there is .reason to be l Leve that su.ch tper-son is

violating this secti~n, beexclu4ed, from entry into the United States,u~l~~s,

after cpnsidering.the eff~ct of ~uch e~clusion llPP~ the pu~l~~ health and
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welfare, competitive conditions in the United States economy, the production of

like or directly competitive articles in the United States, and United States

consumers, it f tndsvthat. such articles should .no t be- excluded- from ent.ry, The

Commission shall ,notify the Secretary-of the Treasury of its action under this

subsection directing such exclusion from entry, and upon receipt of such-notice,

the Secretary shall, through the proper officers, refuse such entry, except that

such articles shall be entitled to ent.r-y. unde r.cbond det.ermi.ned.rby the Corrunission

and prescribed by the Secretary.

Cease .. .andtdes i s t; orders ;-',ocivil penadt.y-Eor-czfc Lat.Lon. ofco rdexs

(f) (1) In lieu of taking action under subsection (d) or (e) of this

section, the Commission may issue and cause to be served on any person violating

this section, or believed to be violating this section, as the case may be, an

order directing such person: to cease. and desist from enga~ing in the'unfair

methods or acts involved,iilIllessafter considering the effect'of such order upon

the 'public health and we:lfar-e,competitiveconditions'intheUnited States'

econcery.: t.he-p roduct.Lon of like or directly, competitive articles in t.he-Urri.t.ed

States', and United" States consumers, .i.t; finds that such.order should not be

issued. The Commission may at any, time, upon such notice and in such matter-; as

it deems proper, modify or revoke any such order, and, in the case of a

revocation, may take action under subsection Cd): or'(e) of, this section, as the

case maybe.

(2): Any person who.vLol.at.es' an 'order issued by the Commission: under

paragraph (1) aft.e rii.t; has become fdna Ltsha'l.Lcfor-fei.t; and: pay to 'the United

States a civil penalty for each day: on whick an importation of articles / ox.

their sale, occurs 'in violation of the: order of; not more than the<greater of

$10,000 or the domestic value of>the articles entered or sold on such day in

violationof·the order. Such penalty shall accrue to the'United States and: may

in the Federal District Court for the District of Columbia or for the district

in which the violation occurs. In such actions, the United States district

courts may issue mandatory injunctions incorporating the relief sought by the

Commission as they deem appropriate in the enforcement of such final orders of

the Commission.
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Referral to President

(g)(l) If the Commission determines that there 1s,a violation of this

section,or that, for purposes of subsection (e ) of this s'ection,thereis reason

to believe that there is osuch ,a violation,it:shall

(A) publish such determination in the 'Federal Register,and

(B) transmit to the President a copy of such determination and the

action: taken under subsection (d), (e),or (f) of t.hda-sect.tonj-vwlth

respect thereto, together with the record upon which such determination is

based.

(2) If, before the, close of the 60-day per-Iod beginning 'on the. day' .aft.e r

the, day on whichhe,-receivesa copy of suchdetermination,the President,for

policy:xeasoIis, disapproves such ~determination·andnotifies·· the, Commission of

his disapproval, then, effective on the date of suchnotice,such~determination

and the action taken' under subsection (d), (e)-, or ,(f) of this section with

respect thereto shall have no force or effect.

(3) Subject to the provisions ofparagraph:(2), such determination shall,

except for purposes of subsection (c) of this section, be effective upon

publication thereof in the Federal Register, and the action taken under

subsecttcn-fd) , (e), or (f) of this section with r'espectotheret.o vsheLl, be

effectiveas,provided,in such,subsettions,exceptthatartitles: directed to be

excluded from entry under subsection (d) of. this section: or subject.c t.o a cease

and desist order under, subsection: (f}'of this section shall be entitled to entry

under bond determined by the Commission: and prescribed theSecretary'until such

determination becomes final.
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(4) If the President does not disapprove such determination within such

60-d~y: p~riod, or ii'he nati-fi.es"the Commission before the close of such period

that he approves sh~h determination, then, for purposes of paragraph (3) and

'subsection (c) 0.£ this section such determination shall become final on the day

after the close of such period or the day on which the President notifies the

Commission of his approval, as the case maybe.

Period of effectiveness

(h) Except as provided in subsections (f) and (g) of this section, any

exclusion from entry or order under this section shall continue in effect' until

the Commission finds, and in the case of exclusion from entry notifies the

Secretary of the Treasury, that the conditions which led to such exclusion from

entry or order no longer exist.

(i) Importation by or for United States

Any exclusion from entry or order under subsection (d), (e), or (f) of this

section, in cases based on claims of United States letters patent, shall

not apply to any articles imported by and for the use of the United States, or

imported for, and to be used for, the United States with the authorization or

consent of the Government. Whenever any article would have been excluded from

entry or would not have been entered pursuant to the provisions of such

subsections but for the opera Lion of this subsection, a patent owner adversely

affected shall be entitled'~o reasonable and entire compensation in an action

before the United States Claims Court pursuant to the procedures of section 1498

of TiLle 28.

Definitions of United States

the term "Unf t.ed States" means the customs territory of the United States as

defined in general headnote 2 of the Tariff Schedules of the United States.
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The importation for use, sale, or exchange of a produc~ made, produced

processe~, or mined under or by means of. a process covered by the claims of any

unexpired valid United Stat~s letters patent, shall have the same status for the

purposes of section 1337 of this title as the importation of any product or

article covered by the claims of any unexpired~validUnited St~te~ let~ers

patent.

§ 337a. Importation of products produced under process
covered by claims of unexpired patent



Recent Developments in Intellectual Property Fields in Korea

Presented at PIPAl7th Congress
Japanese Group Committee No. 3
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Kenzo Hayashi, Kanebo, Ltd.
TakashiMatsuyama, Sumit6mo Electric Industries, Ltd.
Toshiaki Akai, NEC Corporation
Tokio Hata r Ricoh.Company. Ltd.
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Abstract'

The movement for the revision of. laws relatin<:l to
intellectual properties has become active in 1986 under
strong outside influence, pa.r t icuLa.rLy- from the United
States. The Korean Patent Office announced a proposed
amendment of the patent andvtr adamark law on May ·1·, 1986. At
the US-Korea trade negotiations held in July, 198? in
Washington, an effective date of July 1, 1987 was confirmed
for amendments of the patent law, trademark law, and
copyright law. The. utility modeLvLaw and the design Law-a.Lao
are expected to be amended to harmonize the laws with the
amendment of the pa.tent law; Unlike other major
industrialized countries, Korea will address copyright .type
protection for computer software in separate. legislation
which is scheduled to become effective on July· 1; 1987 •. A
delay in the implementil,tion of an unfair competition
prevention law amendment is likely.

1. Introduction

States, have further.

has stimulated Korea to take a step toward

internationalization in the intellectual property field,

through revision of existing laws under strong outside

influence, particUlarly from the United States.

Japanese Group Committee No. 3 previously has been

reporting about developments in the industrial property field

in Korea at: the annual PIPA Congress. The movement for the

amendment of the Korean laws has become very active in.1986,

particularly since the proposal for the amendment of patent

law was announced by the Korean Patent Office on May 1, 1986.

The represented by trade conflicts with

with
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subject matter.

from US-Korea trade

the following

to U. S. c i t iaens e

This report introducesbdeflY the recent movement

within Korea for revision of its laws, and reviews some other

related topics on intellectual property rights.

2. Patent Law

The Korean PatentOffic~ announced a proposal for

amendment of the patent law and the trademark law on May 1,

1986. The proposed amended patent law, scheduled to be

submitted to the current National Assembly, is expected to

come into force on July 1, 1987 with some changes. In the

preparation of the amendment, a positive attitude has been

taken to provide Korea with more favourable conditions for

inviting foreign technology and capital, in order to

establish Korea. in a firm position as a member of the

industria.lized countries.

The major points of amendment include introduction of

product patent protection, extension of the term of the

patent right and change of the sanction for the non-working

of apaterited invention. With respect to the introduction of

product patent. protection and extension of. the term of the

patent right, there is still strong opposition among Korean

industrialists. However, it seems that political

considerations including requests from foreign countries,

particularly from the United States, have taken preference

over this opposition.

(1) Introduction of product patent protection, use invention

(Art. 4), (Extension of patentable inventions)

The extension of patentable inventions makes it possible

to protect chemical products~ uses of chemical products, and

me~icines and their preparation. The inventions of foods and

drinks, the products manufactured by the of

or public health are considered

According to an agreement resulting

negotiations, announced on July 21, 1986,

retroactive rights are to be given solely
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(iJ A right to the conversion or 'amendment of pending

process patent applications filed before the effective

date of the amended patent law to include claims.

(iil Aright to protect products patented in the United

States since January 1, 1980, providing that such

products have not been marketed either in the United

states or in Korea prior to the effective date of the

amended patent law.

(2) Extension of the term of the patent right (Art. 53)

The term of the patent right is extended 3 additional

years. Under the revised law, the term will be 15 years from

the date of publication of the patent application. A

provision that the term shall not 'exceed 18 years from the

date off iling was deleted from the original proposal. In

addition, a new prov i s Lonvperm i ti s 'furthe'rextension up toa

maximum'S years where government regulatory reviews prevent

the immediate working of the patentable' invention. The

details of the provision are to be determined by Presidential'

'Decree. This provision corresponds to the U. S. patent term

restoration law 6 There Is' no r such provision inthecu:r:rent

Japanese patent law, but this concept is being considered by

the Japanese pharmaceutical industry.

(3) Sanctions for non-working of a patented invention

(Arts. 51 and 52 )

Under the current law,the Commissioner of the Patent

Office may grant a non-exclusive compulsory license at the

request of an interested party, with remuneration also

determined by theCornrnissioner, when a patented invention is

not worked in Korea,;or the patent right is abused. It is

reported'that there has been only one, case where this

However ,the' exi s t.erice- bf's'uch a provision and the po t.ent.ia l
r evocatLon 'of 'a'patent have:been a cause of concern for

f o r ei.qner s-,
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Under the r ..visedlaw,. an.interested party initially

request a license .from .the patentee, Ina case where the

party.cannot reach an agreem..nt,the interested party may

request arbitration by the Commissioner, The provision of

the revised law is almost same with that of Japan.. se patent

law,.: except for the requirement of revocation of the. patent

right after two years or more of non-working following the

date of an arbitration,

(4) Activities. to which the effect of the. patent right does

not extend (Art, 46)

Current Article 46-2 exempts infringing goods from a.

preliminary orin!:erim Lnjunct.Lon if, an export Li.cenae.vfor

the goods has be.enfiled with the Customs Of f Lca , This

p rovLs l on inas .b..en deleted,. linda new Article 46-2 has been

introduced which would exclude from infringement the

activities of doctors or others who prepare medicines in

accordance with a prescription of a doctor or dentist,

(5) Reconsideration by the examiner (Art, 126)

At present, appellate trials take a long.time (about a

year), and .this .has beenone.of the obstacles to early

acquisition of Korean patents, Under the .new law, the

examiner who rejected an application can examine the case

again at the appellate trial after a.final rejection,

providing that the application has been amended, This

reconsideration system is expected to simplify the procedure

and save time, The system is the same .as with that

stipulated in the Japanese patent law,

(6) SimpliUcat,ion of.PCT f i Linq procedure (Art. 157)

The revised law deletes .the requirement for submission

for an a.pplicant to submit the translation of.a specification

without the assignment of a patent administrator at the

initial filing stage. This amendment is made to coincdde

with the PCTrules.
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(7) Tightening of penal provisions against infringement

(Art. 158)

Under the current law,thereis no lower limit for the

monetary penalty against infringement. The revised law

provides a lower limit of 2,500,000 won together wi th the

current 10, ·OOOrOOOwon upper limit to tighten the penalty

aqai ns t; Lnf r i.nqemerit,

(8) Transitional treatment (Addenda)·

The revised law does not extend to patent applications

filed before the effective date of the revised patent law.

3. Utility Model Law

In compliance with the amendment of the patent law, the

Korean Patent Office is now studying the amendment of the

current utility model law, although there has been no

official announcement on this matter. According to

unofficial information, the provision that lithe term of

utility model right shall not exceed twelve years from the

date of filing application" has been· deleted from the current

utility model law in order to harmonize this law with the

amended patent law. The effective date would be the same as

for the patent law and trademark law, Le. July 1, 1987.

4. Design Law

The Korean Patent Office is also studying an amendment

of the design law, although an official announcement has not

been made. According.to unofficial information, there would

be no major amendment, but some minor ones; The effective

date also is expected to be on July 1, 1987.

5. Trademark Law

(1) Outline of the revised law

The Korean Patent Office announced a proposal for
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amendment of the trademark law on May 1, 1986. It is

expected to come -into force on July 1, 1987. The forthcoming

new law is only a partial revision as opposed to a 1985 draft

law which proposed a more complete revision of the trademark

law. The 1985 draft was withdrawn when the forthcoming new

law was announced. The object of the current proposed

revisions is directed to streamlining tradmark use in order

to cope with an internationalization of the trademark system.

The draft includes changes in-the requirements for recording

of.licenses,deletion of.the fOrmer provision relating to the

quality guarantee for designated goods, introduction of the

sanction of invalidation into the provision for the trial for

cancellation of a trademark registration where a trademark

owner has caused misconception of the quality of the goods or

confusion as to the. o r Lq i n of _the goods,and deletion of the

obligatory provision of a licen.see's ti tle to. the goods •

(2) Major points oLthe amendment

(i) Changes in requirements for recordation of a

.non-exclusive license (Arts. 29 and 30)

* The term "non-exclusive licenseuin.··the current trademark

law is:replaced by the term "Licenae II.

* The provision requiring a guarantee of the quality of the

designated goods is deleted. The provision for

cancellation or invalidation of a trademark license which

violates the above quality provision also is deleted.

Thus, a trademark license maybe recordeq based on a

mutual :agreement,between the p~rties concerned.

* The license becomes effective only upon its recordation.

Unless a license is recorded, the recorded trademark can

be challenged under Article 45, and may be cancelled.

a jointly-owned trademark, the consent of both co_owners

is required.

(ii) Exemption from obligation to indicate licensee's title

t()thegoods (Art._;31)
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The obligatory provision under current law for the

licensee to indicate its ownership of the goods is

deleted.

(iii) Addition of grounds for cancellation of trademark

registration (Art. 45)

A new ground for cancellation of a trademark registration

would be available where the use by a licensee of a

trademark creates "misconception of the quality" or

"confusion as to ,the o r i.q i.n 'C)£ the goods". Theexception

in'the, present law related to trademarks on goods solely

for export has been deleted. Therefore, the above new

grounds would apply also to such'exportgoods.

(3) Problems in the revised law

In general, the contemplated revisions are focused on

the removal of problems relating to licensing. However,

problems still remain in the provision prohibiting transfer

of trademark rights apart from the business concerned (Art.

27-1). It appears that studies will be carried out 'in the

near future aimed at further revisions such as deletion of

this provision and clarification of the exclusive "VB.

non-exclusive license.

6. Copyright Law

(1) Outline of the revised law

An amendment of the copyright act was announced on March

6, 1986 by the Ministry of Culture and Information (MOCI).

This amendment is scheduled to become effective on July 1,

1987. The current act has been in force without any revision

since its inception in 1957. Thus,many problems in addition

Although some provisions are supplemented in thepropo$ed

amendment for the protection of foreigner's copyrights, and

the term of protection is extended, the protection Of

foreigner's copyrights is still insufficient. Since Korea is
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scheduled.to enter. into the international copyright treaty

( L, e., the Universal Copyright Convention (UCC» by September

30, 1987, it would resolve remaining deficiencies.

(2) Major points of the amendment

(i) Provisions newly introduced for the protection of

foreigner's copyrights.

In general, a foreigner's .copyrightable works are

protected in accordance with the treaties to which Korea has

acceeded. However, at present foreigner's copyrightable

works are protected oQ~Y when the copyr,ighter has a permanent

address in Korea or if the copyrightable works are first

published in Korea.

(ii) Extention of· the term of. copyright protection

The term of cOpyright protection is extended from thirj:y

years to fifty years after the author's death for

individuals, and. fifty years after publication for

corporations. The term of protection for photographic works,

cinematographic works .andderivative wor ks of pre-e.xisting

subject matter is extended to fifty years. after publication.

Sound recordings are regarded as neighbouring rights and are

protected for twenty years.

(iii) Tightening of penal provisions

punitive provisions against copyright infringement are

tightened. The amendment provides fora fine of up to three

milli.on'lilon, and ,up to three years impri sonrnent;.

(iv) Copyright protection of computer programs

The revised law stipulates a computer program is an

would be promulgated. undera. separate law (Art. 4-2) in order

to clarify the relationship with.thecomputer software

protection Laws ,

-262-



7. Computer Software Protection Law

The Ministry of Science and. Technology announced a

proposal for a new computer so.ftware protection law on March

27, 1986. The law is scheduled to go into effect on~uly 1,

1987 with some amendments. This law creates a form of

independent protection. The contents of the law are similar

to the provisions for the protection of computer software in

both the currant; Japanese copyr ight law and the U. S.

copyright law. Another feature is that the right to use,

which is not included in the Japanese copyright law, is. given

to the program authors, like the model provisions for the

protection of computer software, published by WIPO in 1978.

The term of protection is 30 years.

The proposed law was expected be a part of the copyright

law, following the general world tendency. However, the

independent form of protection , as well as the effective

date, were confirmed at the US-Korea trade negotiations, held

in JUlY,1986. This law seems to be combined with the

copyright act in. the future.

8. Unfair Competition Prevention Law

Reportedly, the Korean Patent Office is planning to

prepare an amendment to the unfair competition prevention law

which is scheduled to be enacted and become effective on July

1, 1987. However, a delay in the implementation is likely.

The current unfair competition prevention law has been

in force without any revision since its adoption in,,1961.

Although the current unfair competition prevention law

regulates some types of unfair cornp~titive-activities,

including passing-off,it has a number of defects or

counterfeiting.

The major points of the amendment are as follows:

(1) The Minister of Commerce and Industry may issue an

injunction order against export and import of counterfeit
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goods.

(2) The Commissioner of the Patent Office has a right to

investigate unfair competition acts, and may request

, competent authorities to take an 'ac t.Lonit.o issue an

injunctio'n order.

(3) Tightening of penal provision provides for up to two

years of imprisonment or a fine of not more than ten

million'woh.

(4) The scope of unfair competition acts is extended to

include the manufacture, distribution and possession of

counterfeit goods. Further ,importation is included in

the coverage·of counterfeit acts in addition to the

current "sale I free d'i s t r Lbut.Lon and -expor t.at.Lon 11.

(5) Foreigners are treated equally with Korean nationals

under the revised unfair competition prevention law.

9. Topics

(1) Patent and Utility Model Filing/Grant (Annex 1)

Table 1 shows the number of applications filed and

patents issued in 1984 and 1985. Fig. 1 shows the six-year

trend from 1980. The number of patent applications increased

rapidly in 1985 over 1984. However, the number of issuances

decreased in 1985. This resulted in an increase in the

backlog of the Korean Patent Office. Actually, the average

time from filing an application with a request for

substantive ex~minatibnto grant of a patent has· been

extended to 4-4.5 years. If the backlog increases further,

it is likely to be a cause of considerouble concern and

interest.

The Patent Office has a plan to increase the number of

examiners to avoid increasing the backlog further. However,

allow for a large increase of examiners in the very near

future.
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(2) Agreements on US-Korea Intellectual Property Right

Negotiations

The subject negotiations took place in July, 1986 in

Washington. Details were not announced. However, a brief on

the negotiations is attached as Annex 2. The United States

obtained a number of key concessions at the negotiations,

including several retroactive protections. The Korean

Government has.also agreed to study the possibility of

extending copyright protection to data bases and

semico'nductor chips.

(3) Protection of Microorganism

Accession to. the Budapest Treaty is scheduled in 1987.

(4) Liberalization of Foreign Trademark License

The amendment of the Enforcement Decree to the Foreign

Capital Inducement Act carne into force on July 1, 1986. The

amendment deleted the prohibition on licenses for mere use of

a foreign trademark. Also, the requirement for technological

iriducement as a precondition for a trademark license was

deleted. A foreign. ,1:~censeeI howeve'r.,.cannotreceisre tax

incentives for royal t i.es wh.en the purpose of the license is

only use of the trademark.
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Annex 1 -~- Table 1

Patent and Utility Model Applications

.

. " 1984 1985 % Change % Share '.

,
Total 8633 10586 +22.6

Korean 1997 2702 +35.3 25.5

Patent Foreigner 6636 7884 +18.8 74.5
..

Japanese 2454 3444 +40.3 32.5

American 2178 I 2426
,

+11.4 22.9II I .

Total ·14765 18548 +25.6

Korean 13760 17615 +28.0 95.0 .
Utility Foreigner I 1005 933 - 7.2 5.0'Model ,,

IJapanese 793 752 - 5.2 4.1

American 102. 88
I

-13.7 0.5
.

I

Patent and Utility Model Issuances
. , .

1984 1985 % Chanae I% Share

Total . 2365 2268 - 4.1

Korean 297 349 +17.5 15.4

Patent Foreigner 2068 1919 - 7.2 84.6,
Japanese 954 811 -15.0

I
35.8

American 614 583 - 5.0 I 25.7

Total 2360 2327 - 1. 4
.

........................ ......... .,

Korean 1817 1873 + 3.1 80.5

Utility Foreigner 543 454 -16.4 19.5Model

Japanese 440 325 -26.1 14.0

American 53 72 +35.8 3.1
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Annex 1 --- Fig. 1

Trend of Filing of Patent Applications
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Annex 2

Agreements on US'-Korea Intellectual Property Right Negotiations

Copyrights and Software Protection

Item

Enactment of a new
copyright law
The timing of joining
international conventions
Protection of data base and
semiconductor chips
Protection of foreign rights
for phonographic records
Protection 'of software

Retroactive protection

Product Patents

Item
Revision of a law on
foreign product patents
Term of patent
Regulations on issuing
comprilsorylicerises for use
of atented invention
Regulations on issuing
compulsory licenses for non
use of patented invention
Retroactivity

The time of joining the
Budapest Treaty on the
international recognition
of the deposit of
microorganisms

Agreements

National Assembly passage in Septembe
1986 and its enforcemenc in Jul 1987
Latter half of 1987

For further study

To protect the rights for 20 years
with anei hbouring right
To enact a software law

IO-year retroactive pro~ection for
unlicensed copies

Ag-reernents
TO submit a revised bill in September
1986 and implement it in Jul 1987
Extension of 3 years to 15 years
To reduce the issuing rights

To reduce the issuing rLghts

To allow protection for product
patents filed before .the Kor e ari Patent
Office as of the effective date of
revised laws. To protect U.S. product
patents issued since January 1, 1980
if their products are not on sale et.
Within 1987
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Recent Develooment in Taiwa.nese Intellectual Property

Japanese Group, Committee No:3

Subcommittee on. Taiwanese Intellectual Property.

ShinyaTokuda
Kazuya Hosaka
Nobuo Oka

IBN Japan,Ltd.
Hitachi, Ltd.
Fujitsu, Ltd.

Abstract

The government of the Republic of China has been undertaking the
modification and perfection of its intellectual property system
for the past few years at the request of the United States and
other developed countries.

In ~lay of.this year, bills concerning amendments to the Patents
Law arid the Fair Trade Law \'1ere introduced in their national
assembly and a summary of the main items of these bills is
explained in this report.

1. Introduction

For the past fewyears,the government of the Republic of China

has been undertaking the reorganization of its Intellectual

Property System under the strong demand of the United States and

other advanced coun.tries as it has been a bottleneck in inter

national trade and in the transfer of technologies.

of similarinCluded the

As part of this effort, an overall revision of the Copyright Law

that included a widening of the sphere of literary wor'ka to be

protected, the possession of the voluntary right of instituting

civil actions by people living abroad, and the tightening of penal

regulations, e t c , , and an amendment to the Act that

last year.
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In May of the Ye"""bills thatparti"lly "mended .thatPatentsLaw,

including the introduction of a material patent system (that

contains provisions concerning ut.Lli, ty models and designs), and

the Fair Trade Law, including the introduction of a fair trade

system for preventing unfair competition, monopolizing of markets,

etc., were approved by the 9gyernment qpd are now awaiting action

by the national assembly.

2. Partial Amendment of the Patents Law

2.1 Summary

This amendment can be classified roughly into four groups: (1)

Ln t.erna tiona 1 ha rmon'Lzat.fon , (2) strengthening the· protection of

patent owner, (3)· limiting. the use of patent rights, and. (4)

clarification of procedures.

2.1.1 International harmonization

1) Introduction of a Material Patent System (Art. 4

of the amendment)

Under the new law, patents will be gr"nted to chemical sub

stance~, and to the inventions of uses of chemical substances

and medicines. In addition, things for which patents will

not be granted such as new species of plants and. animals, the

cuzLnq processes of the human body ()rc>f.cp1:imals, thescien

tific principles of mathematics, the rules or rnethoda of

9",mes. and spor-t s , and the processes or plans that can be

practiced only by means of the reasoning ability and memory

a hwnan are stipulated in this prov i s Lon ,

prov'1.'1()nand has been added only for clarification,
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Along .with the i.n t r.oducb i.cniof the above chemical substances ,

it is set forth in Art. 43-1 that the patent tights given to

the concoction of medicines and the processes do not apply to

the presCriptions made by physicians and· medicines prepared

from them.

(2) Right of instituting actions by a foreign juristic person or

a corporate body. (Art. 88 of the amendment) .

.Tl:Je pr eserrt law :l;acksany .pr ov i s acn that any patentee who is

a foreign juristic person Or a corporate body may institute

an act.Lo n against any infringement of his right. The newlal-l

(in Art. 88-1) ac kn ov Ledqes on a basis of reciprocity the

possession of the same right by a foreignjuristic.personpr

a corporate body to file a complaint andvs t a r t, a private Or a

civil action as a domestic national.

With theabove:-mentioned amendment, it is stipu:l;ated .in Art.

88-2 that competent court may setup a special tribunal or

designate. a special person to handle the case : Lnvo'Lved;

(3) Reasons for Revocation (Art. :1;04 of the draf.t )

The present law stipulates to the. effect that a patent right

granted shall be revoked when the contents of the specifi

cation in .the application are incons±stentwith those

dis.closed in the application, of ·thecorresponding foreign

patent. However, this pr ov.Ls i.on . is deleted in the amended

Law,

Therefore, there will be no concern about the revoking by

reason of inconsistency of the contents of the' specification
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(4) Loss of .novel ty of a new design (Art •. l12 of the

amendment)

As a reason for loss of novelty ofa design, the present law

stipulates that any design that is identical Or similar to a

new design already in use by the domestic public prior to the

application for patent cannot be patented. This limitation

of domestic public use is deleted in the new law, and public

Use anywhere, .whether domestically or abroad, prior to the

application for patent is a reason·for loss of novelty.

·2.1.2 Strengthening the Protection of Rightful Persons

(1) Burden of proof in the case of a patented manufacturing

process (Art. 85~1 of the draft)

The present law lacks def i n i t e applicable prov i s i ons as to

the· burden of proof or evidence in the case of an infringe

ment of a patented manufacturing process. However, con

sidering that the infringed is entitled to provisionally

seize the infringer's property, or to make claims for damages

in the present law (Art. 83), the interpretation that the

responsibility to furnish proof naturally rests with the

infringed is generally accepted.

In the new law, it is stipulated that an article that is

identical to another article made through the use of a

patented manufacturing process of another person· shall be

considered to have been manufactured by using the said

patented process and is an infringement of that patent.

Therefore, with the introduction of the above-mentioned

the case of a patented manufacturing process, is shifted from

the infringed to the infringer.
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(2) Options in calculating the amount of damages (Art. 82 of the

amendment)

According to the present law, the patentee is entitled .to

claim the suspension of the infringement or claim for damages

resulting from infringement of his patent rights. (Art. 81).

Eowever, the estimation of the amount of darnagesis referred

to the Patent Office upon entrustment of the court concerned,

In the, new Law the patentee may choose one of thefollmling

options in calculating the amount of damages:

(A) The balance (obtainable profit) between the profit, normally

expected through the. practice of the patented right, and the

profit earned by the patentee through the practice of this

patent right after the start of infringement

(B) The profit that the infri-nger may earn from his act of

infringement (l'ihen the infringer is unable to produce proof

to justify his costs or necessary expenses, his entire income

derived f r om. the sale of such infringed 'articles' is con-

sidered as: his profit)

(e) Amount evaluated by the Patent Office

If the business reputation of the patentee is damaged as the

result of infringement of a patent, he may request compensa

tion in a ~izable amount independent from the'above-mentioned

loss.

(3) Increasing Punishment

patented articles or inventions, the present

prescribes it in Articles 89 through 92 (as

models, in Articles 106 through 108, and as to

Articles 125 through
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of f Lc io ,
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(2)· Legal sanction against norr-usaqe (Art. 67of·the amendment)

suchforpunishment

penalty.

The new law increases the

violations by increasing the amount of

127) .

As to the non~usage of a patented invention, the· present law

prescr ibes that in case a patented· invention. has not been put

into practical use without justifiable reasons after a lapse

of three years from the granting of the patent,or has not

been properly put into practice, the Patent Office may, upon

ther,equest of an interested party, grant special permission

for practicing the said patent right. In the new law the

said periodofnon~usage is.extended to four years, And when

the patentee has not put the patented invention into practice

without justifiable reasons after a lapse of two years from

the date of public announcement of the first special pe rmis

sion of practicing, the Patent Office may revoke the said

The new law adds that in case the said article is patented by

another person the patent right can not be enforceable to

such an article, manufactured directly by the patented

process, without the prior consent of that other person.

The present law clearly prescr~bes that in case the patented

invention isa manufac t ur Lnqiproces s , the patent shall apply

to an article manufactured directly. through the use of that

patented process.

(1) Limiting the use of patented manufacturing processes (Art. 42

of the amendment)

2.1. 3 Limiting the lise of the patent right



2. L 4 Clarificationofprbcedures, etc.

(I) Items of the specification (Articles 12 and 110)

The present law sets forth the requirements for app l Lca t Lon ,

but there are no definite provisions as to the items of the

specification. The new law clearly sets forth that the speci

fication to be attached to a patent and utility model

application shall contain the. scope of the c l.aLms.r.of the

patent requested, and a patent and utility model application

concerning an employee I s invention or a service invention

shall be made by the person or persons who shall have the

patent right.

(2) Scope of claims in application for a new design (Article 116)

In the present law, the scope of

this case, but in the new Law ,

required in the specification just

and utility model application.

claims is not "required in

the scope of claims is

as in the case of a patent

(3) Modification of an application" (Articles 100 arid 115)

When an application for a patent and new design registration

is replaced by an application for a utility model applica

tion, or a utility model application by a new design

application, the present law prescribes that the filing date

of the prior application shall be deemed as the filing date

of the modified application. However, the new law sets forth

that the applicant may request so.

2.2 Interim measures

The interim measures attendant upon the enforcement of the

proposed amendment are expected to be prescribed in detail in the

regulations of the new law.
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Incidentally, new provisions accompanying the introduction of- a

material patent system is not retrogressive, but as to the pending

application fOr patented manufacturing process, the applicant may,

possessing the benefit of the application date unless the speci

fication concerned is . substantially amended, file an application

for amendment after the new law is put into. force.

3. Draft Fair Trade Law

3.1 Purpose and background

The Government of the Republic of China had been endeavoring to

establish a fair market order for more than 10 years in the light

of attitudes of other countries. In order to assure the practice

of fair trade in the country, several discussion drafts were

proposed and reviewed by the government and people. The final

bill was decided last May and. submitted to the Diet later.

It is expected that this bill will greatly affect not only

business practices in industry but also the national economy of

the country when it is implemented, a period of one year

therefore, is set between the promulgation and enforcement to

lessen the influence.

It is characteristic that this bill covers two legal regimes, that

is, ,aI1.t1-trust:,and prevention of unfair competition.

This report .t.ouche s upon the latter falling within an intellectual

property system. Acts of unfair competition include an act of

confusion aiming at an "article or enterprise, an act of misre

presentation, slander inflicted to an enterprise, or a false

prevented by .Article 10-3

the Lisbon Conference of

advanced countries.

of the Paris. Convention, as revised at

19Sa, and also fair trade laws of
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3.2 Acts of unfair competition

3.2.1 The said acts include the act of identical or similar use

of symbols signifying the commodities of another person. that are

commonly and domestically kncwn , or the acts of selling, trans

porting, exporting, Or importing the commodities bearing such

symbols. (Art. 20-1-1)

symbols signifying the commodities of 'another person 'include the

name, trade name, symbol signifying the business, trademark,

product container and package, or external appearance.

It should be noted that more protection would be afforded for the

injured than Japan in that one requirement in Japan "To cause a

confusion" is not requisite for an illegality.

3.2.2 An act of theidenticaF Or similar use of business 'symbols

of another person that are commonly known to the publ i.c and that

causes a confusion with the facilities Or activities of the

business of another person. (Art. 20-1-2)

Business symbols of another person include the name, trade name

symbols, signifying the business or services of another person,

etc.

3.2.3 Unfair use of well-known foreign trademarks ,etc. (Art.

20-1-'3)

The use of a well-known foreign trademark not registered in the

country on identical or similar commodities and the 'sale, t r ana

portation, exporting or importing of commodities bearing such

trademarks are considered unfair uses.
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This provision shows the intention and effort on the part of the

Government to suppress commodities bearing false marks by

extending the protection of trademarks to those well~known in

pthercountries.

3.2.4 False Announcement; (Art. 21)

Presentation that misleads consumers as to the quality, price,

quantity, contents, "manufactur ingprocess,'use ,place.of oriqdn ,

place of manufacturing, e t c , , of commodities or advertisements

relating thereto that of false facts concerning the sales,

transportion, exporting and importing of such commodities are

considered· false annoucements.

This provision is for the protection of consumers;

3.2.5 Slander of another person 's Business (l\_rt. 22)

Any statement or pubLdca t Lon ..offalse facts that threat.ens to harm

the business creditability pf another personwhp is in competition

is considered as slander.

3.2.6 Exclusion of Use of Generic name, etc. (Art .. 20~2)

The use in an ordinary manner of a generic name, trademark, name

used. customarily in trading for commodLc Les vof the sameca tegory

or bona fide use of own name are excluded from the acts of .unfair

competition, as long as they are used in an ordinary manner.

3.3 Remedies

3.3.1 Remedies provided for in civil code

(1) Claim for injunction

(2) Claim for damages
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Aninj ured person may c La imvdamaqes from an injurer's profit

and, mer eove r,may' claim up to 3' times the amount" of actual

damage. (Art. 3 2)

(3') Prescr iptionof the claim (statute of limitation)

The claim for damages can not be made when two years have

elapsed after an injured persorihasanknewledge about the

damage and the name of the injurer, or when 10 years have

elapsed after the injuring act, whichever last comes. (Art,

33)

3.3.2 ' Punishment

(1) For slander relating to the business of another person,

imprisonment for not more than 1 year or a fine of not mOre

than 50,000 Yuan.

(2) For other acts of unfair competition, imprisonment for not

more than 3 years or a fine of not more than 100,000 Yuan.

3.4 Competency of a foreign juristic person Or corporate body for

filing a complaint, or instituting a private prosecution or a

civil action.

It depends on reciprocity principles (Art. 47).

4. Conclusion

The proposed amendments to the Patent Law are considered to

sufficiently solve the following three problems raised by this 3rd

international

among others

Reasons for

harmonization and protection of holders of rights

in relation with the present patent system: (1)

unpatentable subject matter of medicines and
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chemicals, (2) Reason for invillidation .due to inconsistency

between the disclosure of the corresponding foreign patent and the

contents of the specificiltions, and (3) Sharing of burden of proof

between the parties of an infringement dispute or suit concerning

a patented manufacturing process. As a whole this proposed

amendment aims at reinforcing the protection of holders of rights,

except revocation caused. by the norr-usaqe of a patent. right. It

is hoped that this proposed amendment; will be promulgated and

enforced ilssoonilS possible,
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Table 1 Number cr. Applications:: for -. Patents, Utility Hodel
and Design fil ed during 1981-1985

!lumber of A lications
Year Patent Utility Design Residents . Non- Total

Hodel Residents

1981 3,872 7,411 3,751 10,132 4,902 15,034

1982 4,255 7,588 4;485 10,525 5,803 16,328

1983 4,766 9,029 5,652 13,173 6,274 19,447

1984 5,506 10,426 6,061 14,530 7,463 21,993

1985 5,950 11,279 6,641 16,324 7,546 23,870

Table 2 !lumber of Patents, Utility Hodels
and Designs granted during 1981-1985

!lumber of A lications
Year Patent Utility Design Residents Non- Total

Hodel Residents

1981 2,075 2,902 1,288 2,897 3,068 6,265

1982 2,219 3,547 1,696 3,784 3,678 7,462

1983 1,711 3,791 1,594 3,705 3,391 7,096

1984 2,070 4,493 2,029 4,637 3,955 8,592

1985 2,258 4,917 2,252 5,044 4,383 9,427
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Table-3 Number of"l'rademarkApplicaticms J': Publications
and Registrations during 1981 71985

.. Number of Number--of .•..•.•. Number of
.

.ye~r An'niica.tions Publications "':-::Flegi s+~rat::foris ....
1981 ••• 43,634 27.207

.... ..
19,038

·
•

. .. ·

34.291 3JI. 760. 1982 42,819 ... ..

1983 ··.·:53,641
.. ..

30,587
.:

.

·

35,225
.... .

1984 62,968 · 41,656 . 39,236
..

1985 55,973
.

46,085 45,026
',. -,',:' - :, . ...

•
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it is not limited to
the object or method,

which .has the same
been aware by prior

NON-EXCLUSIVE LICENSE BY PRIOR USE IN JAPAN

Presented at PIPA 17th Congress
Japanese Group, Committee No.:4
Subcommittee No.1

Tetsuo Murata, Japan Synthetic Rubber Co., Ltd.
'Masahiko ohmor i, Mitsui'Petrochemic'al Industries, Ltd~

Masa,to Suzuki... RicohCom!?<ll1Y Ltd.
Susumu Yanagihara, Fujikura, Ltd.
TakatornL Tanaka, Toray Industries, Inc.

Speaker Masahiko Ohmori

Abstr.act

Concerning prior use, Article 79 of the
Japanese Patent Law provides that a person who was
commercially working the invent~qI'lOr m~kingpreparatioll

for commercially working the same identically to the
invention for which a patent application is filed at the
time ,ofsqch, fil~ng, :sJ~~l~ _:ha'y~_<a non-exc:1ll,sive license
under the patent right based on such patent application.

,Thi-s _,p,ap~r r~y+ews, ,Erioru7e and ,di~cusses the ,}?as,t
court decisions, particularly on disputes regarding prior
use. The disputed points are mainly (1» pr-ov i nqtt.ha t; the
per son .. W<;i5, cornm~.rc i,a1:iY" ,W9!:" kiI1.9,tbe, ,invept ipn: p.r ', mak i11;9
preparation therefor, and (2) the technical scope of the
license by prior use.

Concerning preparation, the deCisions rule that
proof is needed to show that the. invention was completed,
there was the Ln t en t, to work tQe Lnve n ti.on commercially,
and the intent was expressed to such a degree that it
could be recognized objectively.

As for the technical scope,
specific embodiment but -aLso covers
a part of which was sUbstituted,
operational effect and which had
user.
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The Japanese Patent Law provides a non-exclusive license

based on such prior use in order to adjust the competitive

relation between A and B as mentioned above, or, in other

words, the conflict between the patent right and the secret

pr ior use.
Article 79 of the Patent Law sets forth the following

an application for the same invention prior to his filing

date, but also he may be prohibited from working his invention

by the patent which issued on an application filed by the

second inventor. In order to facilitate understanding of this

perplexing problem, we shall now consider the following

si tuations: This fact pattern was proposed by Mr. J. Jeffrey

Hawley, of .Eastman Kodak Cpmpany.

two types of patent

the first-to-invent

A first inventor (A) invents a Catalyst and dec i de s

to keep it a trade secret. He begins to use it at

once on a large scale and to sell .Ehe producttha.t

is produced using the catalyst. It is not possible

to determin.e what cata.lyst was used from the product

that is sold.

.some t Lme after the inv.ention and commercial use by

the first inventor (Al, a second inventor (B)

independently invents the same catalyst, files a

patent application and obtains a patent that covers

the catalyst.

The second inventor (B) then sues the first inventor

(A) for patent infringement.

What is the outcome? Based on his prior use,

although secret, can the first inventor (A) continue

to use the catalyst?

Introduction

It is widely known that there are

systems for granting the patent right,

system and the first-to-file system.

In the Japanese patent system adopting the latter system,

a first inventor may find himself in a position in which not

only he will be prevented from obtaining a patent right for

his invention for the sole r e aaonvtiha t a s acond inventor filed

1.



concerning the license by prior use.

Article 79 (Non-exclusive license by prior use):

When, at the ,time of filing of a patent application

a person who has made an i-nv'ention byhi'mself

without kn()wledge of the contents of an invention

claimed in the patent application or has learned how

to make the invention from a person just referred

to; has been commercially working the. invention in

Japan or has been making preparations therefor in

Japan, such person shall have a non-exclusive

license on the patent right under the patent

application.

The license by prior use is a kind of non~exclusive

license to be endowed s t atut.o r LLy free of charge instantly or

automatically under the patent law at the time of accrual of

the patent right. A similar non-ie xc l.us Lve license by prior

use is provided in Article 26 of the utility Model Law and

Article 29 of the Design Law.

The purpose of this license system is to preserve equ i ty

between a first applicant and a prior user under the first-to

file system since it is not impartial for a prior user who had

been working or preparing for the working of an invention

prior to filing by a third party to be pre~ented hom working

his own invention by an accident such as filing by the third

party, and it is disadvantageous for the national economy that

the capital, equipment, and labor, already invested by prior

user should be wasted. One example of many similar court

decisions teaches that 11 it is reasonable to interpret the

system of license by prior use as recognizing from the

standpoint of equity the right tocontinuousiy work an

fide the same technical

model application but also possessing the invention in

(Aerosol Container Case: Osaka n i s t r Lc t Cour t Decision

July 10, 1967). As similar decisions, there are Osaka

District Court Decision dated June 29, 1966, Osaka District

Court Decision dated November 21, 1966 and Tokyo High Court
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Decision dated May 27, 1975.

It is true that the conflict between patent right and

secret pr lor use discussed above is .mo r e Li k e Ly t.ovcccur under

a first-to-file system. There are no provisions what'soever

concern i nq ,the prior use situation in the Patent Law of .th e

United States, which adopts a f i r s t-... t.o-eLnverit; system.

However, this conflict is not a: matter unique to the first-to

filesys,temsi but rather it may also occur under a first-to

Lnven t sys t em, Therefore we think that this problem iscornmon

to patent sys;tems of cmany coun t.ri es •

In Japan, it is the court, and not the Patent Office,

which jud,ges "exist:enee/non-existen,ce 9ft-he Lice ns evby prior

use. An argument directed to the existence Of a-license by

prior use may be used to rebut an action for infringement. At

times the p r i o r user may file a s_ui-t for confirmation of

absence of the right of injunctipn ·(by the patentee) •based on

the pr i0I: us e . We shall now. d I scus s... t he.vnon-vexc Lus I ve License

by. prior useiand r eLev an t; decisions ion -more de t.a i L,

II" Requirements for Obtaining Non-Excl.usive License
by Prior Use and Scope of the License

Article 79 of the Patent Law is analyzed as follows.

(1) The invention of the prior ·use should fall

within the sco~e of the claimed invention.

(2) The invention of the prior use should have been

made independently by the inventor himself without

knowledge of the content of the invention unde r a

patent application, or should have been learned from

such inventor.

(3 ) The prior user should have been commercially

working the invention or should have been making

prepargtion therefor in Japan at the time of the

which is being wo.rked or for which p r e para t i ons for

work ng are being made, and to the purpose of such

work ng or the preparations therefor,
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1. Identity of the Invention

The license by pr i o r use

patented invention. cover-s the

use is claimed.

accrues when the scope of the

invention for which the prior

2. Acquisition Route of the Invention

The Li.c e n s e by prior use is -granted only for 'an: inventor

(Y) who made the invention separately and independently· from

an Lnvent.or (X) who compLe t ed the .s ame i.rrven t i on 'fo r which- a

patent application is filed, or for a person who learned the

i nven tion from the inventOr (Y) . In most cases, the

acquisition r ou t es of the invention are d i f f er en t . However,

the license by prior use may also be claimed when the

Lnven t i on Ls made by the same i nvencor . In this case, the

license by·prior uSe may be granted fora party who learned of

-the invention in a bona fide manner. The'cQurtdecision' held

that (lithe party having the License by prior us e " in Article

26 of the .utility Model Law) maybe interpreted as a party who

was commercially working theiJ'Ventic:>!1 of the Utility Model or

preparing to work the invention at the time of filing by

-'le'a.rning <from' 'the in~'eIithr without knowledge of the con~~!-1ts

of the invention for which an application for a utility model

is filed, ."", the defendant (C) is recognized at least in the

present case to have the "norr-excLus i ve I i cense by the prior

use over the present utility

sale, and display for sale of

Manufacturing Tetrapods Case:

dated May 30, 1964)"

model right for mahufacture,

the subject moulds (Moulds for

Tokyo Distr iet Cour t; Decision

".

..

In order to obtain the license, it is required for the

prior user to have been commercially working or making

preparation therefor at the time of filing patent application

at the priority date of Paris Convention. Patent law §79 has

been con s t r ued such that wo rk i riq :the invention commercially
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However,

having been

to

as

:the invention.

the invention should have

the time of working or

user should understand the

is r e coqn ized

drawings priorpreparing: desi~n

(1) 8rnm Camera Case: Tokyo District Court Decision

dated May 26, 1964.

"(The defendant)

complet~on of a~ invention. Namely,

been completed in substance by

preparation therefor, and the prior

cause and effect which constitutes

4. Regarding Working the Invention Commercially
or MakingPreparation.Therefor

In order to aase r t; ·lIwo r;- k i ng the invention commercially or

making . .preparationtherefor,1I it is necessary I first of all,

to show that the Lnve n t.ion was completed by the pr Lor user. A

court decision indicates several points corice r n i nq the

only once before the. time of filing or priority date 'does not

justify the presence of license by prior use ,l/how~ver we do

not know of any decisions supporting this theory.

the pr ior user is not required to understand the invention

academicallY (Fused Alumina Case: Osaka Distr ict court

Decision dated February 14, 1966).

Howeve r , a Lthouqh the invention is comp Le t ed and rnay~be

worked commercially r insufficient proofs of the wo rk i nq the

invention will leads. to the denial of the Li cens e by prior

use. A court decision held that even though the fact .that. a

test machine was manufactured and sold is recognized, this

stage could not readily be regarded a~ working the invention

.somrnercially or making prepar a t i on therefor (Gr a i.n Refining

Devise Case: Tokyo District Court Decision dated May 28,

1974).

It is most difficult t oi.prove "making prepar at i.on." The

term "preparation" means the preliminary stage leading to

working the invention commercially, and at this stage the

invention is already completed. FurtQer, the prior user

intends to immediately work the completed invention, and his

such intention is apparently shown:~/

We shall now introduce the court decisions regarding



filing, but this stage cannot

preparat:eion." (The order for

manufacture seemed to have been

be regarded

preparation

issued after

as

for

the

filing of an application for a patent.)

(2) Concrete Blocks Case: Osaka District Court

Decision dated October 29,1971-

"It is generally not rare that the advertising

pamphlet describes the business of the sponsor

sensationally, and it is also often observed that

the. pamphlet describes the merchandise as if the

sponsor were manufacturing them on his own, whereas

actually such might be arbitrarily purchased and

sold upon rece Lpt; 0-£ an order. Therefore,

description in the pamphlet cannot be readily

accepted as proof of the manufacture by the sponsor.

So, the description in the pamphlet alone cannot be

allowed as proving that the defendant was

manufacturing/selling alleged product of

infringement or making preparation therefor."

(3) Candy Making Machine Case: Osaka bistr ict Court

Decision dated March 11, 1977.

liAs recognTzed above ,the defendant pu'r cha s ed a high

pressure boiler which is indispensable to said

continuously manufacturing machine for candies prior

to the filing date, and then ordered the candy

mOUlding machine and made the final design drawings.

The defendant is regarded as having been making

preparation for candy moulding machine which was the

same as the technical idea of the utility model at

the time of filing the present utility model

application. Therefore, the defendant has a non

exclusive license for the reg istered utility model

"
(4) Heating

Court Decision dated February 27, 1984.

"The prior user' had sub~'itt'cdthe wr i t t.en 'estimate,

etc., but had not received the order yet, and the

final drawings for manufacture were not yet

completed: he had, however. prepared the drawings to
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the stage which wuold have enabled his completion

based on the detailed discussion with the client

Once the' order was received. In addition to the

above facti considering that the heating furnace

requires a long -time from quotation to- receipt of

order and deli very 1 cannot be mass "produced, and

that its manufacture can be started only after

receipt of an individual order, then the present

case ,should be deemed as one wherein the preparation

was actually taking place beyond the test

pro.duction,exper irnents , o rvr e s e a r ches s."

We shall consider here the fact .pattern proposed by

Mr. J. Jeffrey Hawley. According to the fact pa.t t e r n , the

license by prior use would be granted In Japan if the

commercial use by the first inventor (A) had been continuously

made since before the time of filing of the second inventor

(B) 's patent application.

5. Technic.al. Scope of. the License by Prior. Use

One of the problems related to license. by the pr ior use

is whet,her the technical scope 0,£. license by. prior use is

limi ted only to the embodiment which was. worked cqmmercially

or made preparation therefor at the time of patent filing, or

can be extended to the technical scope which may be understood

through .the embodiment.

Some old court decisions in Japan are based on the

thought that it is "limited to the embodime.nt actually being

worked then" (The Former Supreme Court Decision dated Apr il 5,

1938). HoweVer, recent court decisions tend to hold that the

technical scope of the . prior use is not limited to the

specific embodiment already being worked, but that it extends

to the technical scope of the ior user

We shall now introduce the. decisions regarding the

technical scope of the license by prior use.

(1) Aerosol Container Case: Osaka Distri.ct Court

Decision dated July 10.' 1967.
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The decision teaches that "the ground for being

given protection to the pr Lorvuse r is not; relied on

the fact t hat: the USer already had the commercial

facility, but relied on the state o f possess ion of

the invention by the pr ior user. Then, if said

state of posse ss i on leads one to -recognize that the

prior user of the Lnven t i onvbad been aware of the

substitutable device or method having the same

effect at the time of filing by the utility model

applicant, then i-t'is'reasonabletogrant Li.cense by

the prior use for said substitutable deviCe or

method as being int'he:state of possess i on , II

(2) Heat Treatment Devise Case: Tokyo High Court

Decision dated May 27, 1975.

liThe scoperof a- non-sexcLusi ve Licenserby che prior

use is within 1 the scope 'of the invention whi'chthe

prior user is working or making preparation;for and

wi thin the scope of the purpose of the business.'

The scope of Lnve n t i.on: being worked is· not

necessarily limited to the structure being wor ked:

actually, but it should be interpreted as extending

to the scope of the i nverrt i ori which is being

ob j ec t Loe Ly r apr es'errted by the structure being

actually 'worked ill and II if the pr ior user chariqe s v t.he

structure within the scope which would not impair

the identity of the inventiori, then holding that

1 icense by the prior use canriot exterid· to thus

changed construction would force the original design

on the priorvua e r without f'r:eedornof chanq i nq 'even

the minor details. This wou Ld prove too harsh a

result for the pr i or user, and - -cau s e partTaltty

between the utility model right holder arid the prior

~!,y",r~'c."'c"~" which
was obj ec t i veLy expressed, from- theconstruc'tTon

already worked, we should judge in view bf the then

prevaili~g state of art, mainly the construction

which was. Il10re concretely.practicing the invention."

(s ImiLar Decision: Heating Furnace Case Nagoya

District Court Decision dated February 27, 1984)
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6. Scope of Purpose of Working

The prior user . has the license by p r i o r use "within the

scope of the purpose of working." This means that the prior

user will be satisfied if he can continuously pursUe the

purpose of the business which he was working.

If we are to note that the essence of working the

invention lies in "manufacturing" for the invention of a

thing, and in "manuf.ac t ur Lnq a thing by using the process" for

the invention of a process of manufacturing a thing, then the

party ,engaged in comme r c LaLl.y "manufactur ing a thing" would be

naturally allowed to switch to other types of wor ki nq such as

use or sale, while the party engaged Ln the mere sale or

import would not be allowed to switch to manufactur Lnq a

t h i nq . The party who was not manufacturing but merely using

the thiflg would not be allowed to manufcture or sell the thing

ifl question. l l However, it is free to expand the scale ·of the

scope of the purpose of the working, and it is also free to

replace the old facilities with new ones .

.The pr ior user. can also cause a third party ~o work the

Lnverrt i on only for him. The dec i s i on holds t ha t "{wor kLnq the

des Lqn) means working the des i qn for himself by the 'party

asaer t i nq the license by prior use, and it Lnc Ludes not only

the iflstaflces where he directly manufactures the thiflg related

to thedesigI)by us i nq the commercial facili tiesowfled 1;ly him

and selling the same, but also the. instances where he orders a

third party which owns commercial facilities to manufacture

the thing related to the design only for him, accept the

deliver, and sell it to others •." "If the third party merely

manufactures or sells the thing Lelatedto said design based

on the order from a party who has the license. by prior use for

said design registration, then the act of maflufacture and sale

of said thing by said third par cy falls wi thin the scope of

the ior " Globe Type........................
Transisto,r Radio Design Case: Supreme Cour t Decision dated

October 17, 1969).

7. Transfer or Expiration of License by Prior Use

License by prior use can be transferred together with the

business of working the invention, and can be transferred when
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proof that he has been

or making preparation

the consent of the patentee has been obtained or in the case

of inheritance or gene~al succession (Article 94-1 of the

Patent Law). A pledge may be established on license by prior

use if approved by the. patentee (Article 94-2 of . the Patent

Law) .

License by . prior use accrues together with accrual of a

patent right, and expires together with expiration thereof.

It also expires when abandoned by the prior user. If the

prior user dies without an heir, the license by prior USe is

considered to have expired.

III. Conclusion

In some cases, a first inventor does not file _a patent

application for his invention because of following reasons and

he works his invention commercially.

The reasons typically are:

(1) he considered that his invention has poor

patentability and/or

(2) he decided to keep his invention as know-how or

a trade secret.

As we have already stated above, even if a second

inventor obtains a patent right for the same invention

sometime later, .the first inventor can have a non-exclusive

license under the patent right upon

working the invention commerciallY

therefor (prior use) .

.However, it is often difficult to prove the prior use.

Therefore, we recommend you to have a good system in your

company of recording inventions and of their commercial uses,

in order to have satisfactory evidence for a prior. use license

under Article 79.
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I. Introduction

which reads:

Article 79 of the Japanese Patent Law provides that

or workshops of

-298-

IIA pe r sonwhovrbe Lnq .unawere ,qf .t.he
contents of an invention under patent
application, made such invention himself,
or acquired the knowledge of it from a
person who being unaware of the contents
of an invention under patent application,
made such invention, and who has been
engaged in a business of working such
invention or has been~~aking preparations
for such business in Japan at the time of
filingoftheapplication·for patent is
entitled to a nonexclusive license under
the patent granted to.such,person."

"A patent s.hallhave·no.effect aqatns t a
person who ,at th.e.tiroe qf the filing of
the application,had."lre"dyused the
invention in ••• Germany or had made the
necessary arrangements for doing so. Such
a person shall be entitled to use the

business in his 'own
others."

The answer is no - and a clearcut no - because we have no

Do we have anything like this .in ouz Patent Code? Inter-

the so-called right-of-first-user provisions in the patent laws

statutory provision as such similar to Japan-gar similar to

estingly, the answer is yes and no.

of other countries, as e.g. in Germany which is typical and



According .t.o an ar t LcLeiby Angelo Notar() entitled "Patents

and Secret Prior User Rights: A Comparative View" (PATENT AND

TRADEMARK REVIEW, Vol. 81 NO. 9, . p, 347, 348, Sept. 1983)

",provisions,perrnitting the continuation pf :us,e,ini,tiated. prior":

to the effective. dat.e of a patent app'Ld cat i on .are.found.inthe

laws ()f more than. thirty countries" and in some of· those they

have a.long history.datingbackto the.lastcentury.

Inci<ient"lly, the reasons behind the lack of a first user

right in . the U.S., in contrast to other countries.. where SUCh

rights exist, has a Lot, to do with the "recognition of a

limited noveltyinste"d of an absolute novelty system and the

r ecoqnI tion Of· a .right toa patent in. the first-to-inv!,nt,

rather than the (first-to-fil!,). wh!'r!,in the first Lnvent.or is a

de jure. personage and not necessarily theactual·fi.rst

inventor" (Notaro, supra at 357).

But a ,ne:ga t,iveanswer to the questi()n posed at the outset

is not the. end of it - not by a long . shot! - and i.t would but

repr!'s!'nta narrow. and simplistic point of view. Viewed moz e

broadly, and more pragmatically, the answer is yes or has.beel)

argued' to .be "ffirm"tive. for numerous and interesting r eaeonss.

Actually, there are different kinds of yeses.
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IE statutory Precedents and Proposals

Historically,recoghi tion Of the prior use Hghtwa's

embodied in -a:s,tatut-ory 'proVision, at ,one time,' namely , Se'etlan

70fthe Patent Act of1836'butitwas later removed. And two

of. the Patent Reform Bills introduced over t.he' past twenty

years proposed such a right',Le.,S.1042of 1967 vintage (90th

Congress), which provided that a prior good faith inventor

woi..lld have' a' personal defen'sea's a "prior':(fsern;provided his

actions had not caused 'a statutory bar effective agaihst a'

subsequent inventor (Section 274) andH.R. 12873 (94th

Congress~ 1976), which would have made prior commercial

manufacture of a claimed product or processi or substantial

preparations therefor, a defense in any patent infringement

action (section'282(b». But, alas~' t he'se 'were not enacted.

In 1979, the Advisory Subcommittee on Patent and

Information Policy of the Advisory'Committee on Industrial

Innovation recommended that the U.S. patent law be revised to

provide that any prior use which is' not obvious on inspection

or analysis of a product, sold or available to>the public, 'not

bar patentability. In addi t-i.on, 'it was suggested that the
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prior user be .allowed to corrtinue using the invention. (Final

Report on Patent Policy 'Feb. 6; 1979 f. Notlling be'came vof this

proposal, either.

In '1982 the Patent' trademark ;andCopyrigl1t Section oft:he

American Bar Association passed the following 'favorable

r'e aoLu t.Lon s

"Resolved, that the Section ofP.. t~nt.,
Trademark and Copyright Law·favorsin
~rinciple Leqis La t i.on providillg an in
per·sonamright 'or right of prior pub.Ld,c
user to the, .first illventor ",hqdects to
keep"his' inventio'n a trade secret, 'and':
further provicles that the. pat~llt on the
same invention which was independently .
discovered by a subsequent inventor shall
not be held invalid based on the trade
secret p,p~~_i~ useo£, the first i nven tor;"

Regrettably, this resolution went no place.

III. Prior User Rights in Special Situations

Apart from historical precedents and recent legislative

proposals there are areas where something akin o~ tantampnt to
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a pripr user right already does exist. Notaro,supra at

3.57-361 lists a veritable litany of.statu.torily-..or

decisionally-created If co-uses", II forced sharing of. -inve,ntio,nsll
; ,

"estoppels", "implied licenses", "intervening rights",

IIj,udici~l ,.re_c,ognitio_~ of prioruser,rightsU,etc. as;: .foz'

example r"shoprights:,- temporary uses of inventions on ,vessels or

aircrafts, intervening rights in reissue cases, co-uses Yn

supplier/customer, manufacturer/distributor, contractor/

contractee relationships, publiclnterest situations where

inj unctive r eLie'f' is denied, certafn .uses bygbvernrn~nt or uses

under the Clean Air and Atomic Energy Acts, compulSOrY licenses

as a remedy for antit.rus17, v Lo La t Lona, etc.

IV. Continuation of Prior Use Due to

Invalidation of Patent Over the Prior Use

This is of course also true in a manner of speaking when

the patent of the second inventor is invalidated due to the

existence 'of the prior use or invention. It is a curious fact

that there is actually no case on the books where a first

inventor/trade secret owner. has been enjoined from practicing

his invention/trade secret by a late-comer patentee even though
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there are literally scores of caseswhere>the 'second inventor

prevailed onthe.issuedf-priority in .an iri-ter-ference .coneexc ,

Notaro confirms this by stating that "no U.S. court has dealt

with the prior user issue by deCiding to let use continue

without invaliding the patent" (Notaro, supra at 361) and,of

course, neither the Supreme Court nor the Court of Appeals for

the Federal Circuit has yet resolved the question' of whiCh of

the two parties - the trade secret user or the patentee - has a

superior right to the invention.

However ,aspate'ofDistrict/Circui t Court decisions cut

the Gordian knot by holdings in favor of the fl'rst

inventor/trade secret owner.' The Dunlop case, (Dunlop

Holdings Ltd. v.Ram Golf Corp. ,188USPQ 481,7thCir. 1975,

cert den. 189 USPQ' 256, 1976 he is undoubtedly the key case 

clearly a landmark decision. It held thilt a non informing use

of an inventIon with' secrecy i ntended, bars a 'patent to a

subsequent inventor and it invalidated U.S. Patent NO.

3,454,280 on anew 'kind of golf ball under Section 102(g).

The Seventh c trcu i e Court of Appeals in affirming the

lower court said that an important distinction must be made

between a· II secrec": -use and 'a- "non i nformfnq" pubI i.cvuae , Thoug'h
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th.einventor didn '.t .tellwhatmade his golfballsunusal, he

certainly made every. effort to market them and they: were in

widespread public use before. :February 1965 (the date of

DunLopv s 6ritis.h applLc'a t Ion , the earliest dat.'" i tcould claim

under 36 U.S.C. 104).

T.h'" Court: .gave

"three reasons why it is appropriate to
conclude that .a pubt Lc.iuse ..ofan Lnvent.Lon
forecloses a finding of suppression or
concealment even though the use does not
disclose the discovery. First, even such a
u"e.giv",sthe ,Public'. th",.b",n",.J;it<ofthe
invention. If the new idea is permitted to
have i:tsimpact int'hemarketplace, and
thus to 'promote the progress of science
and useful art."'.,it,,urelyhas not been
suppr esaed in an" economic sense. Second,
even though there: .may benoexpl Lc.i.t,
disclosure of the inventive concept~'" when
thearticle,itself is freely access.ible to
the public at large, it is fair to presume
that. its ..se.cret 'willb", uncovered by
potential competitors long before time when
a. .pa t.errt; would have ",xpiredift.he:inventor
had made a timely application and
.disclosure.to th.",· Pat.",ntOffice. Third,
the inventor is under no duty to apply for
-a patentl< he ,is. f·r",,,, to contribute his idea
to the public, either voluntarily by an
express disclosure, or involuntarily by a
noninforming public use. In either case,
.al t.houqh hemay,forf",ithis e.ntitl",me.ntto.
monoply protection, it would be unjust to
hold that such.ian election should impair
his right to continue diligent efforts to
maketh", product of. his own. invention."
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In 'WestwoodChemical,Inc.' V.' Dow' CorningCorp.,189USPQ

649 (E:"D. Mich. 1975,),: one finds .t.he :brOadest,and most drastic

application: of' Section l02{g}. A patent held by<westwood on

pigmelltedsilicone elastomers Was held 'lnvalidin the face of a

Section l02(g) defense based on prior independent secret ,work

done at DOw Corning. The court held that a

III prior invention t which will invalidate a
patent under Sl02(g) need not LnvoLveruse
of the invention in public. Prior private
or secret knowledge is available as prior
art •••• This independent work of others is
atso clearlyevidence-of,';dbviousnes's:. II

(Id. 666)

The language in this hOlding as in many is quite lOose if

not confused {not.e; ::6 .g'., the, reference .t.o ","s.eeret knowledge!'f

"knowledge" 'is ab'a't only under Sectionl02( a) and onlydf'it:

is public), but it seems that Dow Corning had a big-in-depth

R&D project in this area while the Westwood patent was ,but a

paper patent .in the sense that ,first' 'it was based on.iqraph t t.e

chemistry and secondly was not in use. Again, apparently

equity and justice considerations played a significant part,

esPeci,:rlly since a paper patent was ': involved"

Another case is Grain Products v. Lincoln Grain, 191 USPQ

177 (S.D. Ind. 1976), in which a patent applied for by
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defendahtin 1960·on cold...water..,dispersible cereal products was

voided .unde r Section 102 (g) because in 1949 (I) an employee of

plaintiff "producedgelatirtized cereal adhesive on aplastic

extruder ••• (and) made 35 tests (I) using cornmeal and flour

and.iva ryi.nq moi a t.u r-e jv.d Le area', f.eed:rate __ and extruder

temperature". The court considered this work ,as-:·the"pr:,ior,

invention of the subject matter" of defendant's patent by

plaintiff's employee.

Also to be notedirt this context aresu.ch cases as

Continental Copper and Steel Industries, Inc. v. New York Wire

Co., 196 USPQ 30 (M.D. Pa.1916),where the .court,urtlike in

the two preceeding in cases, discussed at length .t.he

requirements and the .burderi of proof of a Sec.tionl02 (g)

defense but;struckdownContinental' s patent none.the l.eae , This

alsohappendedin. Norris Industries ,Inc •. v. The Tappan co; ,

193 USPQ 521 (C.D. Ca. 1976),aff'd203 USPQ 169 (9th Cir.

1979) •

However, in avery.recent District Court dec i.s i on (Philip

Morris v. Brown & williamson Tobacco, D.C. for Middle District
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of Georgia,B/20/86 "'" 32BNA-PTCJ''578 ,9/25/86) a failed

experiment was held not to be available as prior art under 35

USC 103 by virtue ,of Sec. 102(g) in reliance on KilllberlyClark

v. Johnson & Johnson, 223 USPQ 603 (CAFC 1984). Hopefully,

aberrations like Westwood Chemical arid Grain products are a

thing of the-past abd this a~pect'of the law stands settled;

According to someof'the prior Section 102(g) decisions,

the prior activities, even if abandoned, are nonetheless

evidence of the level of ordinary skill in the art at the time

the later inveritionismadeand'can thus be usediria Section

103 context. (Interbational Glas~v. UnitedState~, 159 USPQ

434 (Ct. CL 1968» Thus ,the late-corner patentee'llIay also

face Section 103, Sectiob 102(g)/103 and possibly also Section

102(b) defenses,

Interestingly, some older, pre-1952 cases have holdings in

a similar vein. In the 1928 Supreme Court deci~i()ri,Corona

Cord Tire Co., v.Dovan Chemicaicorp.'2760;S. 358 (1928), a

patent was invalidated over prior experimeritaluse'andin

United Chromium v. General Motors Corp., 85 F.2d 577 (2d Cir.

1936), cert den. 300 U.S. 674 (1936), a patent was struck down

over prior private use.
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If there i si.a general ruLe that can be. deduced .f r-om ralLvo f

these.ang other apposite case".it is this: A second iny.,ntor

c,\n obtain a valid patent only if the firstinventor'.s work

amounteq t.o vnot.h Lnq morevchan ';an;__;_a)~ancloI1ed-expe:t::~.I!1e:nt-:, i ,.6_
wherehis>invention was nOlo deyel,oped,·scal,.,d-up and used

Wi.th"especj: to suchdecisions.,Roge"Milg."ill\'had .,thi.s to

say onth., subject:

"Actually as a non-patent lawyer, I am not
terribly shocked llY the .resu l t, ,for this
reason: It seems to me that one of the key
thing" that •. the. court"expect.f.r.oIll·a .
pa.tenteei"· that· the pa t.en't.ee was U t he
Lnverit.or , If.YQu.,stablisl) . that the,
patentee was in fact not the inventor, you
getin.to.avery murky .. phdLosoph ice.l ,
economical and moral area as to whether a
second 'discoverer' should be given a
17-year period of exclusivity."
(Proc.,edings ABA-PTC Section Meeting,
Chicago, August 8, 1977, p. 137)

And. Stanley H. Lieberstein drew the following conclusion

in a BNA Conference talk in 1979, entitl.ed· "The Commercially

Utilised Trade Secret:· IsIt Prior Art?":
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Inventor-Trade Secret User As Against Those of The Second

secret owner to stand on his trade secret election rather than

alerted to competitive activities, in order to get into or

-309-

593, 603, 1919)

(Jorda, "The Rights of the First

these developments, I concluded that it should

"There is no case which flatly decides
whether a prior inventor, trade secret
owner, would':'have '::r ightsg-reate'r ,than:·a'
subsequent patentee, but it would seem
fairly clear from the case law thus far
that any patentee who maintained such a
suitwould.runa SUbstantial risk that
his patent would be held invalid. A
court is not only likely.to find that
the use by the trade secret owner,
inherent in the definition of a trade
secret, constitutes a public use but it
is calsopossible that a trade secret
owner could establish that he was the
first inventor, that he was ..thefirst
to reduce it to practice, and that he
hadnota'bandoned,suppressed or
concealed it. In the latter event it
appearsthaCit wouldnoj: "even be'
necessary for a court to find a public
use'.':" (BNA' Conference, Course Book,
"1979 Patent Conference: The Novelty
Requirement And Other "Importarit Aspects
of 35 USC 102", Arlington, Va., Sept.
6-7, 1979, p. 339).

In view

be "spurred into ac t Iv Lty ;" He need not file an application as

now indeed be possible and safer for a first inventor/trade

provoke an interference in the hope of settling it on the basis

a panic-stricken but self-defeating reaction the moment he is

of a royalty-free license.

" .Inv.,ntor-:-pat,ent••e" " 61



Howeveri we now have a new Court of Appeals for the

Federal Circuit and one cannotbe.sanguine about the outcome of

a case i nvoLv i nq vt.he issue of -:therespe.ctive rights if on,e came

before it in view of ominous .s t a t emen t s it made in Kimberly

Clark v. Johnson & Johnson, supra, to the.effect that "the use

of ... secret (prior) art - as § 103 'prior art' - except as

required by §102(e),is .not favored for reasons of public

policy." In .reClemens, .206 USPQ 289 (CCPA 1980), was relied

on for this statement. Note a Lao vt.he ra.ther categorical

statement in Gore v. Garlock, 220 USPQ.220, 226 (D.C. N.D. Ohio

1982), aff'd 220 USPQ .3.0.3 (Fed. Cir.19.83)that "(s)ecret uses

do not cons tLt.ut.e prior art" Ii

V. Pro Arguments in Patent Literature

Over the years and decades, many authors have recommended

that the prior user be indeed granted a limited prior user or

in personam right permitting him to continue to practice his

invention~ See, for instance, Benjamin, "The Right of Prior

Use", 26 JPOS 329 (1944); Gambrell, "The Constitution and the

In Personam Defense of First Invention", 39 JPOS 791 (1957);

Gambrell et al., "The Second Inventor's Patent, The Defense of
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First Invention, and Publi,:;, Policy" r 41 JPOS 388 (1959Hand,

in particular, and more recently, Bennett, (liThe Trade Secret

Owner Versus the Patentee of theSame-Inverttiori: AConflict?",

57 JPOS 742 1975) who even felt that such a right could be

fashioned by courts without resort to legislation and that such

a right would:avoid an unconstitutional reading of Section 102

(g) (p. 747)l Burke ("The 'Non-Informing Public Use' Concept

and its Appltcation to Patent"""Trade Secret Conflicts, 45 Albany

Law Review 1060,'1981) who reasoned that

"In order to 'protect both patents arid
trade secrets from mutual destruction in
the face of a conflict, legislative
action should be taken; For the two
systems to coexist, it is necessary for
Congress to follow the footsteps of the
other industrialized nations of the
world and 'grant protection to both
patents and trade secrets. " ,( p , 1071');

and Notaro, supra, who concluded that "equity and public policy

considerations favoring the recognition of an in personam right

clearly reflect the Kewanee (Kewanee Oil Co., v. Bkron

Corp., 181USPQ 673, 1974Y willingness to accept! both patents

and trade secrets as compatible forms of protection 'for

technological development" (p , 361).
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See'also Milgrim, "Trad" Secrets",§8.02(3):

"In practical effect, the foregoing
'analysis creates a kind of 'shop right' in
the first inventor and his assigns and

. 1 Lcerisees ;:predatingthe·second inventor IS

patent issuance."

And Ell~sl "'I'raci,e :,Secretsll'i '§180,:speaksof;-"interven-ing

rigQt:s ":;".
"On general grounds it would appear that
Lnt.erven i nq -:.rightsshould,:exist, in favor
of one who has made a substantial
investment to e'nabLei.tihe public to buy the
product of his machine or process. The
secret user learned nothing from and owes
nothing equitably or legally to the
subseq\lentinventor. If the, latter is
grantedap"tent,it, should not be
enforceable aqa Lnst, the prior secr,etuser.

* * * *
To giv" a p"tent to a subsequent inventor
without barring him froms\ling,the first
inventor and secret user of the invention,
would be to offer as a reward to anyone who
could discover the invention by independent
research the economic scalp of the f i r.st;
inventor and secret user. The only
requirement,wouldcb", ,to dis,clo,s"the
invention in a patent application. A user

:of,asecret process ormac::hinewould never
'know when he would wake up to find he had
to:iStOP, .us i nq hisproc"ss machine j:n wh,i,c,h
he had perhaps invested thousands of
doLlarsvand built" up a, substantial
business."
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Yet .anot.he r-Iaut.ho r' ,'called>it'a "personal e'a'sement,.io'n'the

Lnvarrt Lori'", (Silver-'s'te-in,·::,u.The Value of ,patents' in 'fhe United

States and Abroad •.•• ", .8 Corn. Int'l L. Rev.' 135, 1975).

At any rate, no explicit statutory or decisio'na-l::!'frighb 0'£

prior use rv , "per sonaL easement" or !lin personam ,right tl exists

inthiElcountry. But' the above authors have pointed .ou.t-t.hat;

such r:-:iJght,

1)' 'is afirst.imlentor'.s •common .1awright,

2), exists already in reissue law,

3) would be required by principles of equity,

4) arid not'accordingtt·would be taking property. without

compensation and,hence; would violate due process prdnc Lp'Le s ,

VI. Conclusion

From a narrow point of v'iew;it'ma'y not'beparticularly'

material·to a"trade secret o>lnerwhetherhe is entitled to

continued practice of his invention/trade secret because the
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later inventor' s patent, .Ls ai t.he rv Lnva Ld.d.ror- dsnotenforceable

against -hi.m, Howev.er"from ,;'a,broader vantage .po i n t , 'it;may, 'of

course be in his interest:that' his invention, which Lsvnowjin

the public domain by way of the later inventor's patent, is not

a free-for....all.

Thus, it is manifest and compelling that a ,right of prior

user or in personam right should be enacted into law. It is

badly needed. The arguments advanced in favor of such a right

are eminently logical ,and convincing. It would be the best and

ideal solution and compromise between the clashing public

policy considerations and the illogical extremes now faced by

first inventors/trade secret owners and second inventors/

patentees.

Unlessl"gislation is enacted providing protection for the

pt"ioruserpf a trade secret and also protection for the second

independent inventor who secures a patent, there could be

mutual destruction of patents and.trade secrets and the legal

situation woefully unsettled. The solution clearly is to let

the pat"nt stand without being i.nveLi.de t.ed.rby a prior trade

secret use and·.the same time' assure the. trade secret ho'Lde r
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that he will not be the sUbject of a later, filed patent

infringement suit. By proteCt:ingt:he rights of both parties

the patentee would receive protect-ion for his invention and the

independent tra.des"cret US,," would be allowed to continue

using his invention. This,solution would be inconformity with

the Kewanee decision and would satisfy theconstit:tltional

mandate concerning the USe of 'patents to promote the progress

of the Arts and Sciences.

After all, a Constitutional award to one inventor does not

mandate a Constitutional penalty to another.
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Abstract
The decision in Lear v , Adkins modi f Led the US

praptice .t:!)"tthel~cens~!" i sprphibi ted~rOITI.
contesting the validity of the licensor's pate'rit: by
the doctorine of LiCel1seeI'~toppel. Presently, ,tile
licensee estoppel is not recognized in the United
States.

The present report judges whether the licensee
estoppel is recognized or not in Japan by discussing
the decisions where the qualification of the
demander for patent invalidation trial was
questioned under Article 123 of the Patent Law.

The trial decisions do not recognize that the
demander has the interest to demand invalidation if
the agreement contained the no-contest clause. Even
when the agreement containing a no-contest clause
was concluded after the demand for invalidation
trial had been made and then the patent was held
invalidated, such decision is cancelled by the suit
seeking cancellation of the trial decision, or the
licensee estoppel is recognized.

On the other hand, the licensee estoppel is not
recognized if the licence agreement does not contain
no-contest clause as the demander is held to have
interests.

The licensee estoppel is thus not recognized in
Japan by the legal act of contract alone, and it is
preferable for the licensor to include the ·no
contest clause in the agreement.

The report discusses whether or

s
the no-contest clause is included in view of the
Civil Code and the Anti-Monopoly Law and concludes
that it is quite difficult in practice although the
problems such as abuse of rights would require
review of validity of the agreement per se.
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1. Introduction

Estoppel is a doctrine of Anglo-Americah Laws which.

prohibits assertions· co nt r ar y.: to actions in the past and

protects the safety of· trade' •.•• ' .•

In Japan 'which mainly relies on statutes for legal

matters,it is not the usual practice to directly rely on

the doctrine of estoppel in legal proceedings. However',

there ar enumber of. stat.utror yvpr.ovd s l onsvwhfch may read as:

reflecting the doctrine of estoppel, or the Laws may at

times "be interpreted based on the: doctrine of estoppel.

For instance, it is.possibleto r.e coq nd zecthe doctrine of

es toppeIin"·A rt icl e 1-2 : thefai rand· e'qu i tabl.e principles

of the Japanese Civil Code ,and ·tb .bring .intothegeneral

legal conducttheconcept.oLestoppel depending on the

f.a c t s.i.and iI nterpr etationofthe"fairprinciples.

When license agreements "are examined from the

standpoint approving the estoppel ,thefoll·owingccs.t'atement

may be made • A licensee enters an agreement while .agreeing

that the patent in question is valid, and this ·constitues

lithe -act i on in the -past":, 'and:a'ny;:subs.equ-erib .ass ertdons

contr aryto the above are prohibited. In other ·words, the

validity of a patent once agreed to cannot be .derried

afterward.

This paper discusses rulings.which.ques,tiohthe

qualification. ·of the person demanding invalidation of a

patent under Article 123 of the Patent Law, and deliberates

whether the'licensee estoppel may. be asserted tinder. the

license agreement.

2. Licensee Estoppel and Lear v;· Adkins

The principle prohibiting ,the licensee from

contesting the validity of the licensor' spatent at least

provision has been es tabl ishedandr ecogni zed by the court

deci s i o ns in the United States. Howe v.er, the decision fbr

Lear CCv • Adkins rendered by the supreme Cour t : of the United

.Statesdate.dJune16,. 1969 (162USPQ l)causedthe doctrine
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of licensee estoppel to concede to the Federal Government's

patent policies.

Lear v. Adkins case qoncerns the licensee Lear who

was sued by the licensor Adkins for payment of royalties,

and Lear asserted that· the Adkins 'patent was invalid.

The California Superior Court which was the court of

first instance held that Lear was notpermi ttedto contest

the validity of Adkins' patentbe.caus.e· of estoppel under

the license agreement.

The California District Cour·t.ofAppeal which was

the court of s e cond instance made no.reference. to es t oppel ,

California Supreme Court which was the court of

third instance held that Lear could not contest .the

validi loy .of Adkins' .pat.ent because of t he vdoctr i nevof

estoppel. It taught. the following concerning the doctrine

of es t oppeL;

"One of the o Ldes t doct.r i nes.. in the field of patent

law states that so long as a licensee is operating

under a license agreement, he is estopped to deny

t he validity .of his licensor' s.patent in a .s.uit.for

royalty .payment. The theory underlying this.

doctrine· is that a licenseeshouldno.t be permitted

to enjoy the benefit afforded by the agreement while

simultaneously asserting that. the patent whi ch forms

the basis of the agreement is invalid."

The Supreme Court of the United States which was the

court of fourth instance examined the case·bythe wri.t·of

certiorari, and then quashed the decision by California

Supreme Court and remanded the case; The· Supreme Court of

the United States first discussed the role of estoppel in

the past and quoted a series of decisions which excluded

concede in thef ace.of·publ ic interests and was . no longer

the gener alprinciple. It also held that the licensee

es toppel was .a mat t er.. inherent tq the patent for which the

·license a.greementwas concluded. Ther efore, application of
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3.

3-1.

the state laws which were the governing laws recognized

that estoppel was excluded from this case.

Licensee Estoppel in Japan

The Japanese System of Patent Invalidation Trials

ComparLso n of Japan and the United States in respect

of the way the validity of a patent is contested may

facilitate understanding of the following section 3~2 'since

it bears a grave .s Lqn ifi.cance to licensee estoppel-The

United States Patent Office does not have the authority to

invalidate a patent once it issues except in the case of

infrignement examination between an already issued 'patent

and a pending patent application '(35 USc. 135) and in the

case of re-examination (35 USc. 307). Validityof>apatent

is contested,' as acrul.e , .by.iasaar.t ton as, a rcoun ter c.l.ai.m of

a defendant in a patent infringement suit (civil

proceedings) or an invalidation suit of patent claims asa

counter-action, or a sui tforco,nfi rmationof invalidity of

patent claims when a patent right is asserted prior to

filing of a 'patent infringement suit; Everi when the patent

claims are found 'irrevocably invalid, the decision binds

only the parties to the suit and does not extend to third

parties as a rule. (Exception: B'Londer-e'I'onque vv,

University of Illinois, 169 USPQ 513 (197lH.

In the case of the interfering patents, the court

may declare ei therof theinterf ering patents invalid in

the civil proceedings (35 USc. 291), and inthi's case the

invalidatingdeci sian extends to third parti es.

c.ontrary to the above, the 'J apanesesystem for

patent invalidation (Article 123, Patent Law) provides that

a patent can be' invalidated only ,by the ,patent invalidation

trial at the Patent Office. Apatentbec:omes, therefore,

becomes final and conclusive.

Accordingly, a.patent which is involved in a patent

infringement suit cannot be asserted invalid by the

defendant even if the powerful r e asons for invalidating the
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patent exist unless the. Patent Office declares.itinvalid

in the trial.

When a patent is invalidated, its patent right is

deemed to have been non-existent .fromthe beginning

(Article 125 of the Patent Law), and this naturally extends

to third parties.

The statutory reasons for invalidating patents

LricLude cases where an invention lacks novelty or

inventi veness ,and where .the descr.iption in. the

specification is insuffi.cient (Article .123cofthe Patent

Law.) •

'I'he question here concerns. t he i.qu a Li.fLcab Lon.vof a

person demanding an invalidation triaL Itis Clearly

stipulated that "any person" can become an .opposer in a

patent opposition pr.oceeding which prevents issuance of. a

patent havingareasonfor.invalcidation.(Article55 .of the

Patent Law), while there care cno .provisions concerning the

qualification of a person dem andi nq ·.aninvalidation

proceeding.

Since a decision "considers the principle of law

suitth.at'there is no cause of .action without beneficial

int.erest' isre.asonabl.e because the trial constitutes a

procedure having,the c.haracterof· a so-called quasi

judicial dispute" and therefOre the person demanding the

trial must havebeneficialcinterest which is legally

jus.tifiable ('I'okyoHighCourt Decision dated Feb. 25,

1970)). Maj ori ty·ofthe.academia supportthisc decision, and

the practice at. the. Patent Office .. seems td follow this

deci s i.o n in mak.Lnq ruling •

.Whether or not .the licensee is qualified to demand

an d nval-i dationt.ri al'Mil'l becomeclearf r.om.the .examples

discussed -i n 1!4: TrLal'Decisi'ons"'.

3-2. Licensee Estoppel

3-2-1. Estoppel and Pa,.tent Inva:qdation Trial

Discussion.of.licenseeestoppel .. can be deduced to .

.d iscuasionjof . whether or not the licensee can ques tion·the
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validity of' the licensor's 'patent. A patent va1:idity can:

be contested in Japan only by patent inva1:idation trial

under Article 12 3 Of the Patent Law • Therefore,the

pr es ence/abs ence of licensee :es toppeT depends on .the

judgment of whether the demandant in a patent invalidation

trial is an interested party or not. In other words, if a

licensee is to be prohibited from asserting :thepatent

invalidity because of estoppel) he is j.udqedvas having no

.benef.i.c i al. interest to demand a patent iilvalidation trial.

Perusal of trial:rulings', and, decisions which

addr essedthis matterofbenef icial interest in the patent

inva1:idationtrials reveals:that there are two types: of

cases. One is where the licensee demands the patent

invalidation trial under Article 123, and the other .Ls

where the demandant of the trial becomes a licensee after

making the 'demand' but before, t he triaLruling Lsvr endered ,

3~2"2. Pr es errc e Zaba enoe rof. Licensee Estoppel

(Whenthe1:icenseedemands the 'trial for invalidating .the

patent) (Refer to 4~1)

We shall firstexarnine the'case where a licensee

demands the invalidation trial undebArticle :123: eWe

should first deterrnine if the license agreement contains

the no"'contestclause.

Since the no-contest provision embodies the object

for applying the 1:icensee:estoppel as discussed in this

paper i i twould>be unnecessary to examine ~ the"presence of

licensee estoppel. Where the no-cont es t clause exists in a

license agreement, a licensee should merely assert 'the

presence of such clause in their response in said trial

(Article 134 of the Patent Law):. Then, the jUdge would

determine that the licensee who is also the demandant has

il1:egal under Article 135 Of the 'Patent Law; and,dismiss

the demand.

What happens in absenceoftheno-ctlntest c1:ause?

As will be apparent from discussion of the trial rulings in
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4~1" licensee estoppel is not recognized in Japan. A

licensee is _found to have the beneficial interest for

making the demand since they wou1dbenefi t from exemption

of royalty .paymerrt , etc. if the patent was declared

Lnv.a.l i.d ,

(When the demandant becomes a licensee after making the

demand for patent invalidation trial)

We, shall first examinewhetheLthe license agreement

contai ns.rc.laus es vsuch as that for incontestability and

settlement (such as wi thdrawingthe demand, e t c s)

(hereinafter collectively referred to as the no-contest

clause); If yes,thelicensee estoppel is automatically

recognized as in the above case of nc--corrt es t clause when

"the licensee demands the patentinva1idationtda1". In

other wor ds , the demandant loses their beneficial interest

for demand at the moment they conclude the agreement.

Therefore, if, it is .pos s i bf.e to submit evidences attesting

to the fact that the party lost their interest of demand,

then the judge will dismiss the caseon,the ground that it

is illegal. In many cases, the demandant withdraws the

demand,under,Artic1e 155.

The presiding judge issues a notice to terminate the

proceedings when the case is ready for ruling (Article

155,..1). After the notice is served, the parties can no

longer .submt t the materials and documents for

attack/defence or withdraw the"triaLdemand. Thus, there

may a r i s e 'an instance where the demand is allowed or the

patent .Ls judged invalid in spite of the fact that the

demandant had lost their interest in making .the demand; In

t.h Ls tca s e s cr evoce t i oniof the triaL ruling may be sought at

the Tokyo High Court in the revocation .. suit for the trial

The, section 4,..2,..1 below discusses an instance.where

the no-contest. clause was present.

What about the case without the no-contest clause?

As ",ill be apparent from the d i acus s i onrof decisions in
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Case 1:

true wher e the person is the licensee under

said patent. Therefore,the respondent's

assertion that the demandant has no beneficial

4-2-2, the licensee estoppel is not recognized. In other

words, if the no-contest clause is not included in the

license agreement, the right of the demandant to make.

demand is not damaged even if t he vdernandarrt.. is the

licensee.

Trial Decisions

Cases where the licensee demanded i nvaLd da.tion trial

·for patent,· etc. and qualification of the demandant

was questioned

Pat.errt Invalidation Trial Case

Trial No. Sho 50-671

Ruli:ng rendered on November 7,1979

(Patent held invalid)

The ruling:

Since a patent rightis for granting the

function of monopoly of practice for a certain

period of time toa persOn who has made the

inv.ention which the state can utilize for the

industry in respect of a product of' technical

thought ofi.t.he mankind which would . have been

free to enjoy by all, ifgral'lting of this

monopoly is invalidated, then the invention

may be used freely by all. Thus, the person

who is suffering direct disadvantages by the

presence of the patent right to be i nva.Li dat ed

is without doubt the per'son having the

beneficial interest in demandinq the

. invalidation trial. Thi sis considered aLso

4.

4-1.

adopted.

The cases 2 and 3 are similar to the case 1.

Case 2: Utility Model Registra.tion Invalidation Trial

Trial No. Sho 49~5835
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Ruling r.endered on June 23,1978

(Utility Model held invalid).

Case 3: Utili tyModel Registr a t i.o n. InvalJdation .T ri al

T.rJal No. .sho 49-7205

Decision rendered on November 5, 1982

(Utility Model held valid).

4-2. Cases where the demandant for LnvaLLda t.Lon trial

became the licensee after making. the' demand and their

beneficial interests was disputed

4-2-1. The case where the presence of interests was

affi rmed

Case 4: Design Registration ·Invalidation Trial

Case No. GYOKE-7 of 19.84

Decision renpered on July 30, 1985

Judgment of. the. Dec i s ion

If a person who was granted a non-eXClusive license

by the exclusive .licensee becomes automatically unable to

demand the. invalidation trial for .the pesignregistration

tor whic:h the license was granted ,he would<be subjected to

t.hevd i sadvantaqe of having to continue payment of the

license fees ,for a.pesign registration judged to contain

r e as onsrof i nval i-dati on, -,SJnce.ther:e Ls -noirat; i anal reason

for yielding .to this, it .i s reasonable to. unde r s t and that

even anon-exc:lusive lic:enseepoes,not go against the

principle of Jaithand equitable byvd emen dd nq said

invalidation.trial unless the circumstances direct

otherwise, and. in absence of asse.r t i on or proof of such

special c Ircums t ance ,the above -as s er.t Lon by the plaintiff

i sfound without ground.

Case 5: Patent Invalidation Trial

Case No, GYONI'...,48. of 195.6

The case c:onc:erns invalidation of a patent under

the old J:at.entLaw(TaishoLaw).

Case 6: Trademark Registration Invalipation Trial

Case No. GYOKE-188 ofl978 (Dec:isionrendered on
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November 21, 1979)

Case no, GYOKE-189 of, 1978 (Decision rendered on

November 21, 1979)

4-2-2. casss where the, presence of interests was not

affirmed

Case 7: Law .su i t for r evooation of ruling in patent

invalidation trial

Case GYOKE-127of 1977

Decision rendered o n November 28, 1979

Deci s i-on

It is reasonable to understand that persons who can

demand avtr i a.L ar e :l'imi ted t o i thos e vwho i.have the ;legaT

interests, in demalldingthis trial as the principle of

"there is no cause of action without ben ef i c i aLvLrrterest;"

is applied in the civil proceedings.

When this case is e xanu ned un the light of above/ it

is recognized, that a settlement has been reached between

the plaintiff ,(the respondents in trial) and the defendants

(the -demandanc in .t r.i ak) during the time "hen the present

patent invalidation,proceedings,wer,e,pendincj before, the'

ruling of this trial" and ..an .aqreement to wi thdrawthe

trial demand had been r e ached ; It is therefore deemed that

the legal in,terestto demand this trial has ceased to

exist.

The following cas es are similar to Case 7.

Case 8: Lawsuit for revocation of .a ruling in a utility

model regi s tr.ationd nvaI idationtrial

Case No. GYOKE,,42 of 1980

Ded sionrenderedonDecember 23,' 1980

Case 9: Law, sui tfor revoca tionof a ruling in 'a

pat,entinval idat i ont rial

Case No .GYOKE~13 3 .of 1982

Case 10: Law suit for revocation of a ruling in a

trademark i nval idationt rial

Case No; GYOKE,,228 6f1984

Decision r enderedon December 20,1984
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5. No-contest Provision in Japan

5-1. As has been discussed above, the legal act of a

license agreement does not lead to license estoppel which

denies the demand for invalidating patent in Japan.

Therefore, if the licensor wishes to maintain their

position of·not recognizing the licensee's action to

invalidate the patent, the licensor must include in their

license agreement a clause to the effect that the validity

of patent in question will not be contested. The practice

of including such a clause is widespread in Japan. On the

other hand, this no-contest provision may at times be

cons i de r edvas prob.l emat.Lccunder the'Civil Code j the Ant'i~

Monopoly Law and the Patent Law • We· shall discuss .them

sequentially.

5;-2. Under the Civil Code

As general discussion goes,if a person issued

despite an a·greementnot to sue in respect of a certain

right, the demand is dismissed by the court for the reason

that the defendant has no beneficial right in the trial

upon the def endant '.sassertion ·thatthereexists suchan

agreement. Under Articles 1, 90 and 91 of the Civil Code,

the degree and validity of restraint imposed by agreement

(contract) may be subject to the judgment of the court. An

agreement .notto resort to legal proceedings without

specifying the nature of.disputes is deemed as abandoning

the right to sue in genera.l, and is held invalid as it

violates Article 90 of theCi vil Code concerning public

order and morals. If the agreement is deemed to be o ne for

resolving disputes with faith and avoiding rush actions

such as taking the matter ;tothecourt,and also deemed

that there have been madesufficientarbi trary efforts for

is judged that the restraint up to that time has been

sufficient in view of the fair and equitable principJe

under Article 1-2 of the C.ivil Code ,and any further

assertions are held invalid under .Article1-'3of the Civil
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Code conc er ni.nq abuse (If rights.

What~ about the clause of not contes ti ngthe validity

of a patent? If the object Patent is clearly named, then

it i sdeemed asspecif ied and therefore there is no

abandonment of the right to sue. Abandonment of the

general rights to sue is considered as the unreasonable

restriction on fundamental human rights' (the right to fair

trial and the right to own property), .and any aqr.eements

inducing such act i ons will be deemed as contrary to the

publio (lrder and mo~als.

Under Article. 1 of the Civil Code,. the no-contest

clause may be. regarded as the abuse of rights depending on

the facts. These cases include extreme Conditions such as

the licensee is not allowed to dispute the patent validity

long after the. agreement hasexpi red, and .the licensor does

not agree to consultation for change of the license or .

termination even though the patent is clearly defective, or

that they fail to show sufficient faith.

5-3. Under the Anti-Monopoly Law

The Anti-Monopoly Law of Japan prohibLtsprivate

monopoly, unreasonable restraint on trade and unfair

methods of trade. We shall address here the clauses

concerning p r chLbitLon of private monopoly. (Article 3) as

thec(lntractural parties v , public interests, and unfair

business practices (Article 19) as concerning licensor v.

licensee.

(Corit ract ur al, Parties v , Public Interest)

~he Patent Law allows private monopoly through

.patent;s , The patent system, in other words,is intended to

encourage creation and development of new technology by

inventor's monopoly for a certain periodbf time as

compensation. Therefore, any patent application meeting

the requirements imposed by the Patent'Law is granted a

patent and the private monopoly is recognized; However, a
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patent application not meeting these requirements should

not be allowed to issue as a patent,' and a patent granted

on .such a patent application is Lnt.erpr e t e d as not eligible

for application of Article 23 of the Anti-Monopoly Law

(exclusion of .app'l Lcatrion of the law)"

Private monopolization means 'II such ",busi ness

activities, by which any enter pr eneur ,individually or by

combination,' c9nspiracy" orvany cfther-Inarfherwithbthe'r

enterpr eneurs'le-~cludes',or:-eontrol'sthebu'siness actLvi ti es

of other entrepreneurs, thereby causing, contrary to the

public interest, a substantial restraint of competition in

anyparticular .:field of trade" ,(Article2'-S of the Law

Relating to Prdhibi t.i.on of Private Monopoly and Methods of

Preserving Fair. Trade),.

Therefore, the no-icorites t clause' at times excludes

the business activi ties of, other entrepreneurs by

maintaining the effect 'of a patent which is suspected to be

defective by an agreement such as conspiracy between,the

licensor and the licensee not to disclose such a cause for

invalidi ty. This damages the democratic and healthy

deve l.opment; of, national economy achi eved by securing fair

and f r eeicompe t i.tLon, and is contrary to the public

interest.

Can the licensee" then, rely on Article 3 of the

Anti-Monopoly Law to assert the invalidity of no-contest

clause?

We personally believe that it is possible by

bringing to the district court a suit for declaration of

nullity of the no-contest clause. While said court cannot

invalidate a patent, 'we believe that, it c antj ud qe that a

patent has the ground for invalidation during examination

of the suit. In other word ,if the interest of a lawful

matters .re qu i r e d. .for: examination.

However, if violation .of Article 3'of the Anti~

Monopoly Law was declared by the court, both the licensor

and the licensee must, be 'aware of possibilities to be held
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liable' for indemnification Of damages through no fault

under Artic~e 25 of the Anti'-MonopolyLaw , indemnificatiol1

of damages by illegal acts under Article 709 of the Civil

Code, and be subject to penaTservitude tinder Articlell9 of

the>Anti'-Monopbly Law. However, we are not aware of any

instances where the no-contest provision was held as

violating Article 3 of the Anti'-Monopoly Law.

(Licensor v. Licensee)

This considers whether or not the act of including

the no-contest clause in the agreement falls subj ect to

Article 19 of the .Anti-Monol?olyLaw and Article 14-3 of the

Notice of Fair Trade Commission on Methods of Unfair Trade:

"By utilizing the fact that their position in

business is superior to that of the other party,

cornmi tting anyone of the following activi ties

unreasonably in the lightcif normal business

pr ac t i ce " ;

"3: Setting or changing the trade conditions in

such a way that they will be disadvantageous tcithe

other party."

If a licensor forces the no-contest clause unreasonably on

a prospective licensee by taking advantage of their

stronger position, the no-contest clause violates Article 9

of the Anti-Monopoly Law.

The following deCision rendered by the Supreme Court

in re Gifu Commercial and Industrial Credit Cooperative

concer rrinq compulsory depOsit as ,a loan condition (SAJ:HAN

June 20, 1977; Minshu Vol. 31, No.4, P. 449) is to be

addressed here. "Concerning the effect under the private

laws of violation of Article 19 of the Anti-Monopoly Law by

agreements, theagreemel1t should not be readily understood

Article is the imperative law except where the agreement is

held to be contrary to public policy or good morals".

Determining the validity of an agreement by the

degree of violating the public morals is not recommendable
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in vi ew of the intent of the Anti-Monopoly Law and legal

stability. Therefore,if we are to base our argument on

the theory of limited invalidity (Imamur;i, N.: Anti

Monopoly Law, P. 222) ,the assertion that the no-cpntest

clause is invalid is admissible .i f t h e . no-contest clause

was determined as vi o l at i.nq Article 19, of, the:Anti:MonoPoly

Law. In this case, ;i:tis also necessary to bring a suit

for declaration of invalidity for the no-contest clause at

the district court.

Violation of the above mentioned Article 19 is not

subject to penal s ervi tude. We have no knowledge of the

decisions at. the court. or Patent.Office which held the no-:

contest clause. as violating Article 190f the Anti-Monopoly

Law. For ref erence only, w.e wi sh to mention that the book

enti tied "Practice of New Anti.,-Monopoly Law" edited. by the

Secretary General ·of the Fair T.rade Commission states at P.

342 that there is no disputes that obligation of np-contest

of patent cannot be admitted as exercising the patent right

as in t he c as e ot: restrictionsonr-e-sale pur ch as e.,

restrictions on suppliers of r aw mat er i al.s cand. r es t r i c t Lons

on clients.

5-4. Under the Patent Law

This is the same as the teaching of .the US Supreme

Court in re Lear v , Adkins. Since. leaving a defective

patent un at t ended is contrary to the legislative intent of

the Patent Law ,it. is held inadmissible to provide the. no

contest clausein.a patent Lf cense ,

P.S.

When thi s paper has been substanti ally fini shed, the

authors received August issue of "Tokkyo Kanri - Patent

not to contest the right"is published in it ,which is in

the direction substantial],y the same as our report. With

its complete bibiography, we believe that the paper is

worth anybody'swhile.
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R. H. CHIIDRESS

PRACTICAL ASPECTS OF TRADE SECRET
PROTECTION IN THE.UNITED STATES

My talk covers practical aspects ofprotectihg

trade secrets in the United States. Specifically, I

will briefly cOmment on trade secret law for b~ck~rcound

or ovexvi ew -pu.rposes , :disbus's ·theneedfora tr'ade

se~retprogram in most companies and the nature cif £uch
a program, the.requirernents for and the types of

protection for trade secrets in the ,courts and, lastly,

trade secret concerns involved in employee-employer

relationships.

TRADE SECRET LAW OVERVIEW

The basic policy of our country under federal law

doctrine requires all ideas in general circulation to.

be dedicated to the common good and freely used unless

patented. Notice that the policy addresses only ideas

that are in general circulation~ Trade secrets are,

therefore, a recognized exception to the policy. Trade

secret doctrine is based on the maintenance of

standards of commercial ethics and fair business

practices between competitive entities. It also

or may not be patentable.
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Trade' secret law ,and patent law>havecoexisted in

the United States for"over 100 years. Each has. a

partic~lar role to play and the.oper"tionof!one' does

not take 'away from the need for'the, .ocher, .Tx"de

secret law encour"ges the development "nd exploitation

of those :ideasof lesser or different invention than

might be accorded. protection under the patent laws but.

which still have.animport"nt part to play in the

technology and scientific advancement of the United

States. Trade secret law promotes the sharing of

knowledge and .the>efficient oper"tion of industry. It

permits the individuaL inventor tore"p the reward of

his labor by contracting with a company to develop Or

exploit it.

only requirement for such laws is that they not

conflict with federal patent l"w.
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Many states have adopted the definition of a trade

secret found in the Restatement of Torts which is·as

follows: "Atrade secret'.may:consist Of any:forrnula,.

pattern, dev i ce or compilation of information which is

. used in one' svbus Lnes svv and-whLch gives him 'an

opportunity to obtain an advantage over competitors who

do not know or use it. It may be a formula fora

chemical compound" 'a: process of manuf.actruz i.nq,': treating

or preserving m~terial;/apattern for-a,machine or

device, or 'a ';listbf customers.• liAs can: be

appreciated, ·the extent and breadth of subject matter

which can be prot"ctedasa trade secret is very wide

and does not have to be of a technical nature: .asfor

example, customer lists.

The fa.ctors which are considered for valid trade

secret protection are as:follpws:

I. Theexpenditure.of money, time and labor in

developing the trade secret,

2. The noveltyof the .• secret:

3. The question Whether the secret is in fact a

secret, that is the extent to which outsiders

know of the information or the extent to which

an of the
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Trade secret protection can last as long as the

secret is used and its confidentiality is safeguarded.

The trade secretsowrieis l costs', for' f r ade secret

protection are relatively minimal and are primarily

concerned with the cost·of keeping· the information

confidential, such as ,,'sectiri,ty ;,withina p Larrtvand

legal agreements with recipients. The trade secret

owner has a right in most instances to use his trade

secret·buthasno right. to exclude otiher s<from its use

who independently develop it or who·obtain a product in

the open market and reverse engiheerit; The· only

right exclusion by a trade secret owner is· against

confidentiality. The obtaining of a trade secret by
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improper means includes lawful conduct imProper under

the c i r cumst.anceavofithe case:" such as, ~:n airp,la~le

flight over acqmpetitor'spl~nt.

The property rights O:E the own~rina trade se,cret

are of a nature which permits the subject matter to be

licensed or "sold to third parties., The, licenses, or

permd ssdon ::tQ Jlse.",al:'e: _~_xtrlarnely -,i.!flp'?l:tantwitl'l, ,respect

to trade secrets since they are the basis f9r;:the

transfer oftechIlology between,partiesqr between

countries ..

COMPANY TRADE, SECRET PROGRAMS

Company's ,who have trade secrets ,should have, a

trade secret,proHram. These prqgrams can ,take many

different fqrms depending on the nature and extent of

the trade ,secrets and are, usuaLl.y relatively

i nexpens ive..:;

The reasons ,fo,r a trade secret programincluclethe

si tU,ation where a trade secret may actually be the

essence of a, particular company , An example of, this is

the formula for Coca cola which is known onlytqafew

successful as it now is, if o,thers, ,couldpr0cluce;the,

same product as Coca Cola.
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Next, trade ... seczet.s are company as se t s -."Th~y are

developed at great expense and usually after lopg

periods of exper i ment.at.Lon , Ttlus ,·;if -911:e of the

company '.s tr,ade .secre t s is disclosed to,a competitor or

to the public, an asset to the company will be

destroyed or "ender.ed useless to theoompany.

Additionally,peoplewho work for, companies occupy a

pOSition of trust and confidence. Since such employees

have a duty to the companYi"to ,c1;i.~c:lose information

given in tr\lst is to breach thed\ltyof trust and

confidence.

Normally "trade secret pxoqzams . should cover the

following ite!l\s:

1. Basic list of company trade seorets.

Itis adVantageous if the company can set forth

'certain,categorie's of information which-,i t

considers. at all times to be confidential.

2. Distribution of the trade secrets.

Not all.employees should have access to the

company'straO-e secrets. Access should be

givenonly;':on a "need ,to know II. basis".

Employees who do have access: .axe in es:senc,e

"trustees"l,:of t:h.a.t inf.ormation.. By; lill1i.,t.,;l:n9

to the information, the company, ,is
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reducing the possibilities of compromising the

information.

3. Labels on the information.

The best way for the company to indicate to its

employees which items are to be treated

confidentially is to follow a labeling program

which, at the very least, should insure that

written documents are 'marked "confidential'-"

4. Trahsmittal of trade secrets.

Materials disseminated within the 'company ' s

facilities should be placed .inside an envelope

marked "confLdent i a L" wi ththe envelope also

marked "to be opened by addressee only" and

sealed. For external transmittal through

normal postalchannels, the material should be

·placed in ""envelope described above and then

Lntio--a secondenvelope:·addres's,ed andsei3.1ed but

not marked"confident'ial" in any way_ The

documents then should be forwarded as first

.o l as's mail. In certain instande's;'ofextreme

sensitivity, the document should be sent as

registered'or certified mail with,return

receipt requested.

5. Prior clearance of technical speeches and

articles.
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Routing procedures should be institlitedwhich

insllrethat technical-·speeches 'arid .ar t i c Le s are

reviewed by the Patent Department for trade

secret clearance. This is to insure that no

tradeCsecretsare permitted to be publically

disclosed through inadvertence or ignorance.

6. Visitors access to company facilities.

For those facilities which contain equipment or

iilforIriation:ofa sensitive nature,- visitors

'sholild not be permitted access or' if permitted

access should be accompanied by an employee

wi thin the facility at all times.

7. Employee secrecy agreements.

All employees who 'may have access to trade

secrets should be put under an employee

confidential information agreement preferably

at the time o:fhiring. These are standard

agreement forms which usually refer to the

nature of the employee's duties, the fact that

the employee.has access to trade secrets and

the employee's obligation to not disclose those

trade secrets to third parties and to use the

trade secrets only in the course of his

employment and on behalf of his employer.
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8. Termination interviews.

It is important that employees who leave the

company and have .',had access to ti:adesecrets be

interviewed by preferably his immediate

supervisor. The items to be.covered during the

interview should be:

a. remind the employe", that<he owes a

fiduciary duty to the compa,ny.and, after

ht?,l~aves the-company,he·continuesto

occupy. a position of trust and cgnfid",nce.

b. the company.hasplaced full faith in him

since they reveal",d to him impor~ant

corporate aSgets,of the 9~mpany,namely,

certain,-trade.,.·,secrets.

c. the cgmpanyrequir",s that ",ach employee

who l",av",s.alsg.leaves all.company

p~opertys~chas ~otebook~, 90rr~ppondence

and the like.and h", is no~ to ~ake any

copies of company trade secrets with him

nor. is he to di scLoae company trade

secrets after, he leaves.

d. The confidential information agreemeJ1.t

should be reviewed with him regarding his

obligat:ion to maintain the. information in

and not to use it other thanc::.::::... w

for the company. It would be a good idea
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In o.rder to. illustrateatypi.cal co.mpanytrade

secret pro.gram, I will briefly describe the pro.gram

which we have at mycompanyi We have two.levels.o.f

trade secret mat.er i a L, The ,first level,-which is our

highest<level, is called "co.mpany co.nfidential

cont.roLl.ed tacce s s , II This-is .Lnfo.rmat i on which the

cornpanybelieves is the Ufamily jewels"and"it is,

therefo.re, limited.to. extremely selected and sensitive

information; such as,tire'machines'-and .rubbervcompound

fo.rmulatio.ns. Our co.mpany's headquarters staff

which,information is "company

oon f Lderrt.LaL ...... controlledacc.ess.1' 'With,respec.tto
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this information,<alldocumentsarenumbered and an

index .is maintained as to the recipient of each

numbered document. This material is kept in files

which are locked and all offices which have the 'files

are "limitedaccess ll offices. All of the informa.tion

and the access to 'the facilities are on a:strict

need-to-know basis . For company employee visi torso, the

appropriate Vice President in charge of the facility

must grant approval to the employee for either visiting

the facility or given access to the information. For

non-employee visitors to a facility, only the President

and Chief operating Officer can approve such a visit

and then only after a confidential' agreement is

executed by the visitor. In addition, all such

visitors are:escorted at all times during their vis-it.

Because we have a number ofuifferent sized plants

making a variety of products, each individual plant

manager has the ability to designate within his plant

certain machines or information which he ,considers

"confidential.1I This is 'the second level of our trade

secret program and such information is designated as

"companyrconfi.dent i a.l ;" Each plant manager .de s Lqnat.es

those employees who can be given access to the

information or the and also establishes
''''''C''''''""'C''''C""'",,'=:

procedures 'regarding non-employee visitors- access to
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the facilities; Many plant managers take advantage of

this program to sOme extent, but they all are required

to observe "company confidential-controlled aoces s"

equipment and information which may be within their

plant. We feel this is a very flexible approach and

adequately protects not only Our latest and extremely

important trade secrets but also other" information" and

equipment which are valuable to 'our company."

TRADE SECRET PROTECTIONCIN THE COURTS

There are several considerations· which should be

determined prior to initiating a court action". The

first issue', of- course, 'iswlle'ther' or: not-to litigate.

After the necessary background regarding the

misappropriation oia trade secret has been determined

by the trade secret owner, various remedies such as

civil litigation~ institution·of'~rirninalproceedings

and/or attempting to negotiate settlements with the

wrongdoers should be considered. Additionally, the

cost of such litigation should be considered. Included

within this cost is not only the cost of conducting the

lawsuit such as attorney fees, court costs and the

like, but also the reasonable value of time and effort

in 'of

litigation such'as conferences, production of
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documents, depositions ,and the like' that otherwise

would be productively devoted to the company's normal

business'.

Moreover, business effects, should be weighed as

factors in considering, litigation. Such eff,ects

include unfavoz'abLe publicity, ,that could damage the

company's public image. Another factor is the

deterrent value of the lawsuit since by litigating

against a wrongdoer whether the suit is won or lost may

establish a reputation for the company of vigorous

enforcements. of its:: tirade-. secrets Ln. order- to

discourage future or potential wrongdoers. And

finally, a factor which should'be measured in,advance

in the effect on' its buaLneasrd f ,it loses, in court and,

its trade secrets become pUblic property.

In-.enforcing trad-e__ 'secrets"in~ -t.he courts , the

pre sence of a v i abLe, ::formal:tr:a,Qe,,'.,s~cret__prog~a,D1 is

helpful to the trade secret owner not, only in

establishing the validity and,protectability.of his

trade secret but in demonstrating the wrongfulness or

misappropriation by the party taking the trade ,secret.

Since one of <the prerequisites of legal protection is

to guard the secrecyof,theinformation, .courts
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generally require .somevmi.ndrnaL pr'oqram. or affirmative

action by the' employer. Thus,' .orie. of the primary

reasons for, 'a otrade -secret,'" program; i's';to.:: a s s i sc '··in

establishing before the court the steps or measures

taken by the trade secret owner to maintain. the

confidentiality.,of thedinformation.

A 'f\lrther pivotal issue in trade secret litigation

are the trade secrets .to.. be, pzot.ect.ed , The'subject

matter of<the trade' ,secret must be defined, in. .some

manner and that definition is used much like" the claim

of a patent in the litigation;' There is ' usually

considerable controversy'as to the'definitional'scope,

given such sUbject matter andthe.novelty'of such

subject .matter since' some slight degree of novelty ds

required by the court in order for the 'subject matter

to be consLderedvartrade seGret,;,

During the litigation the trade secret matters

within the litigation are usually preserved as

confi.den t iaL. under a:',court;' sprot'ective'-order" in' order

that third'parties or the publiC are not perlllitted

access to the trade seCrets; In addition, stringent

restrictive. and' con'fidentiality' obligations are, placed

in 'order the

confidentiality of the information. This aspect of
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trade secret litigation is always troublesome since the

trade secret owner'must by necessity rely on the

court's opposing counsels, obligations and ecru cs.,

The remedies inc trade secrets litigation,are

substantially the same as those usually foundiin other

unfair competiti~n cases. Damages may be awarded to

the plaintiff or trade secret owner. .These damages can

be loss of profits, if there is a. satisfactory basis for

estimating plaintiff's probable earnings in the absence

of wrongful conduct. Plaintiff may also recover

damages for 1lnY start up.expenseshehas incurred in

connection with the business as well as any overhead

expenses as a result of defendant's.wrongful conduct.

Sometimes diminution in the.value of.good will·can.be

assessed and itsilossmay be the subject of damages.

When there is particularly egregious conduct by the

wrongdoer, such as malice or fraud, the court may award

punitive damages.

The more typical.remedy againstca.defend1lntor

trade secret worongdoer is injunctive re.lief. This

relief is particularly su i ted to trade se.cret

litigation since the alleged wrong doing.oft",n consists

of a continuous of:'conduct in

the absence o.f an injunction, would require muLt i pLe
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sui ts for damages with the damages. !:>eingdifficultto

determine. Additionally, since the law supports

competition,injunctive,reliefwould be. the' appropriate

remedy if t.he •. wrongdo<ar.s ac t i.veLy. threatenth!, very

existenc_e of -plaint-iff.:,':s business ..

An Ln junctdonvmay be either. mandatory or

prohihitory;Am,LIidatory injunction compels the

defendant to undertake some affirmative action" A

prohibator.yinj unction •. restrains.the·: defendant from

engaging in' -the,;.proscr,ibed:< actidon, Ln. essence ,

there fore ; the. mandatory; Lnjunc.t i on changes the

posi t,ion- of the parties,':,or.' compels some'vact.Lon in'

accordance wi.th· the. order .whereas the. prohibitory,

injunction •leaves the parties where··they were before

the. order, Mandatory injunctions.•since .. they generally'

compel an affirmative act are rarely granted except in

urgent cases.. Further, enforcement of a mandatory

injunction is automa.ticallystayed .during appeaL.while

in general prohibitory injunctions must be. obeyed

during appeaL . Court.s will generally limi tthe

duration of t\le injunctiontoth<a estimated time that

it would have taken: thec::,wrongdoer to reverse,,:;el}9"ineer>

the producti f he had acted' solely uporr: the' information,
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EMPLOYEE-EMPLOYER .TRADE SECRET· CONCERNS'

,.Emi?loyee-cEmployerrelationships usually' provide

special ohligations in dealing wi thtrade.secre'ts'.

Normally. companies will. execute agreements ·with their

employees concerning patents and trade secrets. These

agreements provide that the' employee will keep'

confLdent.Lad: and use' only 'for..the{beneff.t of the"

employer the trade secrets that he becomes privy tofn .

the course of.. his '" employment. A .formal agreement· as

such is not. required-;'" however', sdnce 'an. 'implied

agreement having the, sarne!effe¢t Ls. often found by' a

court.. The :impl-ied-:'agreemeI.l:t' ''is .based on 'existence- of

a confLdent.La l-: relationship. This ,.relationship must

exist prior,ito or concur-rerrn vto. d i.scLosuxe. of,>,the" trade"

secret. and, .d.mpose . an ...absolute duty on' the rec;ipient nob

to use or.disclose the secret;·,

The;"j'use,- of', an::cexpress"c:igreement' to" pxot ec.t; an:'

employer's .t.rade ,·secret is>j;>re,fel:'red;:to any:::,agreement

implied by law • The eviden.ti"ry.value' of{requiring"ll

technical persohnel••to'sfgn a confidentiality' agreement

is extremely' posi tive since .it establishes'. that {the

employer.. has ·determined the trade secret is important

unauthorized disclosure and use. The express agreement
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should be execllted'atthe time that the employee is

hired in order,that it wOllldbe ahcill'ary'tO or a

condition'of; his employment.

Ln. soine express'>-agreement's"there,,·may- be"

restrictive covenancs dn which· the emp16yee agre'es not

to compete with his former employer. These restrictive

covenants have been given careful judicial scrutiny and

many state's'-' have refused' to ehfbrcesuch' covenant.s

because they are uhdulybroadandtherebyconstitllte an

unreasonable restraiht of trade. If'YOll have employees

in most of the states within the'UnitedSta:tes, 1'1O'1s'

generallyadvi'sable';, to" not, U'S€! restr:ictive covenant.s,

Eveninthose'states'which permit sllch'covenantsto be

used, they must be reasonable' both'ina'time period and

work'>area scope-, Restrictive coven'anttyp'e'clauses"

which permit the former 'employertocbntinue to pay the

salary of'theterminatedemployeefbr a limited period

of time in order'to preClude his working fora

competitbr during' that periOd of time, is an 'acceptable,

form of restrictive 'covenant that has been upheld in'

thecburts. The salary provided should be ' within a

reasonable amount of the employee's' actual salary in

order that ithbt be viewed>as ahardshipbh the
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In an exp.l:."',e!?s"aqreerneIl,t,,;:lt .i s t advd aabLe "to

Lncorporat.e a,9lau~,~' t.ha.t., spec;i~i~s an ernp;'oye.e·' s

continuing obligation of confidentiality after he

leaves the company. Such clauses are helpful in the

event of a corrtrovarsy -oyer, pos1:emplpym~n:tinvent,ioIls

since they, often. spift t.he burden of proof to, the", new

emp:).oyer.

The most ,difficult aspect of employee-employer,

relationshipsand>the enforcem",nt by tpe courts of

confidential pzovf s Lons in express:"ag:r:eemeIltsis'~'dth~'·

basic public poli"yofbalancingth", rights of the

employer with the, right", of the employee. Our society

favors employee mobility and:advancement. The employee

must. not be prevented" from obtaining employment that

affords. not only. an equitable" saLary , b,ut also a chance

for advancement., Further,theemployeesho1l1d.be able

to use -h.is~du9at:j.oni:lIlci exper.ience s i.nce. denyinq this

to him would, .i n eftect,renc1er him: a "s l.ave". to his

emp:).oyer. On the: other hand the employer has a right

to protect his asset or trade secret and expe"t the

employeeto:live.llp to his obligation, to keep the trade

secret, conf i derit.LeL and not disclose it to h is new

employer for', itsu"',e,. Thi,sa",p",ct is t.he most

between an employer and a former employee who is now

working for a competitor.
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CONCLUSION

Trade secrets are regarded in the United States as

extremely important assets or business tools but

usually in the defensive sense, since trade secret law

endeavors to protect subject matter which the trade

secret owner desires to keep to himself in order to

provide a competitive edge in his business.

It is important, therefore, that companies

establish and maintain a trade secret program, use the

court system to protect their valuable assets when it

is needed, and take special precautions in the crucial

area. of employee-employer relationships.

R. H. Childress
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