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Mr. Chairman and Members of the-Subcomﬁittée:w .

‘I am pleased to be here: today to present_the'Department's.
views on S. 1543, a bill that would'protectrthezoﬁners of
_United States process"patenté'frOm the importation into the
United.Statés-of'goods made'overséas by use of their patenfed__:“
processesQ- The_Depa:tment strongly supports such_legislation,
;We suggeét:certain amendments to this bill,swhich I wili_
'.mEntion'in_a moment.'but in general,-we_think;that.s. 1543 is
cohcéptuallffand:téchnically:sound.,aﬁd fﬁatmﬁassage of.éuchj;m“;f
legislation_is.long;averdue.-'Indeed, on’Septembeilzé. 1985,
the President annbuhced his commitment to work with Cbngress-on '
_ilegislationjto protect intellectual properﬁy rights,-inclﬁding

'trade'in artiéles-that_infringe'U;s; prpcess_pateﬁtst

Adeguate prdtectiop-for paﬁents~and other.intellectual
.ﬁroberty'rights.ié_of“primé_importance to.:ésearch-and
develdpment and thus to innovation and productiﬁity.. Without
‘such prptection,'the_inéentives to engage in sUch activities
_éieidulled;ibecauseaotﬁers:can freelY'QPPropriafe_much-of_thé
valuable teehnology;proqﬁcéd thereby. This potentia1 "free..
ridér".problam is the'basis for most of our 1n£e11ectua1--‘.

' property-laws, inc}uding particularly our patent laws.




l Because inVestment in research and development de51gned to-
_create new processes——ways of creating new products or
producing-existing,products ‘more efficiently by-using-fewer of
_'society's scarce resources—éls_so important, our patent laws
'.must.adequately-prOtect inventions of this nature.. |
'_Unfortunately. present patent law contains a. troublesome

.loophole as far as process patents are concerned——a patentee
';cannot preventathe use abroad of its patentedrprocess‘and-the
._subsequent 1mportation~andusalenin the United States of--r
"products produced thereby TniS'loophole5does'not'exist'with _lm
_.respect to product patents,,and it should be closed for process'

fpatents as well.

" Under exlsting:-law, a patent‘is infringed only if the_
) patented invention 1s"made. nsed, or sold in the.United
"._States.'”whererafprodnct patent 1S“involved} a firm. cannot.
'::avoid.infringement~by-manufactnring'the product overseas and ,i.ll
theneimporting.it-into the United States because the use or
sale of the product. in" the United;States:would.lnfringe the
: 1patent" ln the case3of a process.patent -nowever; there ispnédJ-
:patent law that a- patentee can use to stop a flrm from . |
~practicing the process patent overseas and then selling the
product made by that process in the United States. In such a
_case, technically, no one has made, used, or sold the patented.

process in the United States.




A pateniee has two. options te'protect 1ts patented process .
. -from such use overseas.  First, it qan,seek to obtaln a_pateni
.in as many overseas countries as possible and.then sue for
1nfr1ngement‘of-1ts foreign patents, in foreign courts, when
the process is carried out in those countries. This option is
inadequate because it is bOth_expensive and'diffiqult, if not
.impossible, to obtain adequate protection in all of the |

- countries in which the process might-be_used.

The  other optidn-available;to aspatenteewismtefeeek]:elief3m--
from the International Trade Commission.forIVIolation Qﬁ;l9=,_
U.S.C. § 1337. 1/ Damages are not. avallable ﬁo_a patentee in a
§ 1337 proceeding, but the Commission can issue a cease and
.desist order against a particular firm if it finds that;theiz'
- firm is violating or there is reason to believe that it is'_;

violating § 1337. 'The CommisSioh,can also issue an exclusion.

-1/ Section 1337 provides that unfair methods of competition
and unfair acts in the importation of articles into the United
States, 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 monopolize United States trade and
commerce, are unlawful. Section 1337a provides that the
importation of a product made under a patented process shall’
have the same status under § 1337 as the importation of a
patented product. Since the case law has established the
unauthorized importation of patented products as unfair acts
under § 1337, § 1337a in effect means that the unauthorized
‘importation of an unpatented product made by a patented process
also may be unfair under § 1337.




_orderlthat would bar theiimportation-Of progdgucts made byltne
patented process if it finds that § 1337 has been violated

| These options do neot always adequately protect process |
.'patentees. however'- In order to obtain ‘a cease and desist’
aorder or- an exclusion order, a patentee must show not only the -:
importation ofca product made by its patented process, but also .
that'theteffect'o:'tendencp of such importation is to destroy~'

o substantially to injure a u.s, induStry,-or to-restrain or

monopolize u. S trade and commerce Moreover, cease and desist-'

"orders against particular firms may not ‘be effective where
_importation of the offending product can easily find | |
-.alternative channels.' And enforcement of exclusion orders by
t-customs officials_can often be problematic‘because of the.
:'difficulty of;differentiating products_nadevby'patented-

'processeS'fron:those that were not. Thus, it can'be'difficultﬁ
'_for a process patentee to obtain-effective protection under

'§ 1337 nhere its patented'inuention is practiced overseas and

the resulting product is sold 1n the United States.

.- 5. 1543 would”help remedy this'situation V.lt would'makei
the unauthorized importation of products produced abroad by
' patented processes,_as well as the use or sale of such products_
in the United States, an infringement of-the patent, thus |
enabling process patentees to obtain injunctive and damage'

'relief against such practices under the patent laws. _At‘tne-




'.'sa@e time, it would protect innocent traders in such prbducts
by providing.that-damageS'er such an infringement-may*nbt be..
recoveréa from'a person who did not actually use the patented_
process; except_on proof that the infringer knew or was :

notified of the infringement, and coﬁtinued_to infringe

 thereafter. S. 1543 is thus an effective yet fair measure that -

‘should givé'process'patentees 1mportant'protection; thereby
stimulating much needed research and development by American:

_industry.

‘We do Sﬁggest”tWO.amendments to §. 1543. :Fifst, we think .
.that the bill should establish in Certain_circumsténces-a
rebuttable preéumption that a product that'qoﬁld have been made.
by use.of a patented process Wés ih_fact-so made in '
iinfringement“cases based upon‘imﬁortation,:use; or sale.. ‘Th;s ’
presﬁmption would address the greatfdifficnities a.éatentée-
“might otherwisEJhave in proVing-that_ifs_patented proéess Gas :-
actually used 1n the manufacture of the product in question
where the fOreign-manufaéturef 1s not subject to service of
.process in the'United'States;”»The bUrdengof-OVEICQming this
presumption would be.on:the defendant.insan infringement suit,m_
regardless of whether it is a foreign manufaétﬁrer; an
.1mporter, or a_subséquent-purchaser; .While thé particular
@éfendant mighf not necessarily have in its possession the

E meahs-necessary to rebut the presumption, it.wquld be likely to




be in a-far'better posiiion than.the patentee.to obtain them.:'
‘An 1hpo:£er, fo;.examplé..because of 1£s contractual and |

'_buéiness'relationship with-the foréign manufacturer, would be -
>éb1é'to exebt ihfluencelbn such manufacture:;to.prOGUCe_the'

:lnecessary'1nforma£ion—eat 1eaét if it would tend to-éstabiish a
.vaiid défense.  A'purchaser'from an 1mpbrter wou1d,:in turn, be
‘able to exert a éimilar inf1uencé oh,that.impo:ter, whigh,wguld.

be transmitted to ‘the foreign manufacturer.

jP:eSumptions of'manufacturelby a patented_process;'h0wever,

”5h0u1d"not be established casually. An importer or subsequent

s purchaser might be unable to obtain the information needed to

overcome such a presumption, even-where.the3product~1n quest;qn B
‘was hot in;fact made by-the:patented process. At'aaminimum.
- _thelpreéumption~wou1d-subjeét:any*party-that uses, sells, or.
.1mports-any produq£.that m1ght_have”beenmmade,byhg patented.
proéess to:ihcieased'litigation_:isks. .Ihdeed, théré;is'some
: iriSk thét suéh_a presumption_might induce frivolous litigation_
~'intended.on1y to discdurage defendant'firms.fromfcarrying_
'piOQUcts_that compete:with the pétentee‘s producﬁ. To mihimize
;hese ppésibilities_and:avoid'uhfai:ness,_wé béliéve that two .
conditions-shoﬂld.be satisfied before a product should,be

'preSumed:to have been made by a :patented process.



First, the:patentee should demonstrate.that.theré is at
least a'"substantiai likelihood" that the product Was_made-by
the patented prbcess. Evidence of: this fact could include .
physicalrcha:acteristics of the product_itself,‘as well as
- expert teétimony':egarding.knowh metnodsiof'production at_costs-j
_that would justify séle“of“the product. at the prices being
éharged.‘-Exactly how much evidence wouldsbewﬁeeded 1n |
particular situations to satisfy-the'"substantial:likelihoodﬂér
'  cdnditipn”would quickly.develop in the case law.. A~patenteé¢s.“
lbﬁu:den obviously should be somewhat iesé than.thaf of proviﬁg
sucéessfully-at £:ia1'that'a product 1hfqﬁestion was -in fact .
made'by'his‘pétented process. On-the other-hand,;a-patenﬁee
‘should have to establish more than a siight,;even if |

" reasonable, possibility that the product was so made.

Second, the patentee should show that it has made a

 :ea§onab1e'effort, but faiied; to determine what prodess in
fact was used in the manufacture of the product in question.
In other words, the patentee should have to:méke a good faith
_effort to prove this keyfelement in its infringment éase; A
' paténtee_should be expected_to tndeftake discOVery as well as
other good—faith-hethods, as the court may deem appropriate.

" This burden should eliminate frivolous or unsound suits. We
will be glad to supply the Subcommittee With draft statutory

language that would establish the presumption I have discussed.




We alsd-believé it may.be:appropriaie toélarify that
'impbrtation; uSe,'orfsale onlymﬁf'products directly produbed by
- patented processes is t0fbef¢onsidered infringement under the
jrelevanf-p:oVisionS'offTiﬁle 35Ias.théy-wou1d be amended by,
-5. 1543..'A bontrarY-interp:eiétion;'coVerihg3p:oduciS‘produged
-'with matérials»ﬁhat were themsélves produced.by_paténted,
"Vérocesseé, coﬁid:éxpandlthe écbpe'éf-the_iégislation.to an
'unde31rab1éfextént. ‘We will be glad to work with the |

'_Subcbmmittée'to determine thefappropriate.scope,of'p;otection;
'Mr;?Chairmén; this cbnclhdeS"my~prepared remarks. I would

be glad to ‘try to answer any questions you or the other members .

of the Subcommittee may have.
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