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Mr. Chairhan and Members of the Subocommittee:

I eppreciate this opportunity to appear before you in support of

8. 1543, the "Process Patent Amendment of 1885".

'Tﬁe Adminstration is fully committed to the changes in the law it
émbodies, We'feel that the thrust of this-bill_would-signifioantly'
- improve the ability_of Aherioans to proteot their rights and the
value of their process patents égainst foreign miéapprbpriation.
But wé disagree with those who ﬁigue that that the bill would
result in higher prices to Amérioans. This bill is.important

~ because it addresses a key 1ssue for our future ecomomic well
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being, which is how to better protect our innovative and oreative

capacity.

Unlike the Agencies’ of other witnesses appearing before this Sub-
committee, the U.S. Trade Representative’s Office has not haed a

long history ofﬁinvolveméﬁt'vith'1ntelleotual,pr0peity issues.

¥hile this is & relative nev issue for us, it has quiockly become
_ome of the most important. Over the past two .Sr_qa_r__s ve _mai_ had an
ever-inoreasing number of ocomplaints from U.8. industry about the
trade'related probiems assoclated with'ipadequate intellectual
_property protection. Most of these problems are theloonsequenoe

of the laws, or their absence, abroad.

.Intellectual property protection is rapidly beooming,one of the

" most oritical trade and investment issues of this decade and
‘beyond. U.S8. services and 1ndustrial'trade coﬁpetitiveness are
| 1ncreasingly a function of innovation and know-how and we must

.safeguard these oompetitive factors. The Administration and our

Offloce are hard at'work.'both domestioally_and internationally,-io-

negotiate improvements in the system of proteotibn'of patents,

. copyrights, trademaerks and other new teohnologies.

- American industrial and services competitiveness is dependent our
ebllity to enjoy the benefits our'tachnological innovatiohs.

This requires adequate and effective proteotionlfor patents,
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copyrights and trademarks. Unfortunétely.top many of our trading
partﬁers, both developed and deveIOping_oountriqs, éo not have
adequaﬁe:laws; fail to'enforoe them, or.-the-iaws édnnot“prevent

infringement of U.S. intellectual property rights._-Thus, there

— e

is a need for vigorous efforts to inorease the level of domestic

and international protection.

For mﬁny countries, especially developihg ones, the_inadequaoy of

_intellectusl property protection often refleocts these nation’s |

miéguided development strategies. In order to supplaméﬁt'the :
oompetitive edge of their products due to lower labor'costs. theyﬁl
'_also adopt policies which attempﬁ to meke technology available
within their'econoﬁies‘at the lowest fossible short-term pfioe.'
Oftén'this méan tolerating, or even oondoning, the appropriation
'of foreigners’ intellectual property rights, ﬁithout-adequﬁte,.

prompt and effective compensation.

‘These policiessoause-three types of trade problems for Amerioans.
First, U.S. companies can lose sales and ﬁhe value of investment
zin the mérkat where_ihe Amefioan patent;'tfademark or copyright
is appropriated without anthorization. Altérngtively, Ameridan
'ban lose sales to third markets, when both the unauthorized
produoct, and the legitimate one, are both sold. Finally, and
“host relevaﬁt for the bill you ﬁre oonsideriﬁg, U.S. companies
may lose sales in our own country to imports whioh are made .

- using Aherioan_know—how without adegquate compenéation.




~ For some time, the Administration has.reopgnizgd-the increasing
problems assoclated with inadequate levels of'proteotion of
'inteliéﬁtugl property internationally. In 1984.'the,Administration
‘worked with Congréss.to:develop_new initlatives to enﬁanoe.
intellectual property protection throughhsuoh legigiafibn_as'the
Trade:and Tariff Aot and the Semioonduofor-chip beteotion'Aot.

' We have also engaged in a series of oonsultations_w;th foreign

oountries seek1ng to_imptove 1ntelleotual-prdperty proteotion, '

using the_feoently enacted legislation. -

The Administration undertcook two additional initiatives very.
reoentlylin ooﬁﬁection'with the President's.stepped up efforts in
the area of international tfade. ?1rst. the Administration'has'
accelerated ite 1nterﬁational efforts bo£h in terms of consul-
'tﬁtions, and in terms of actions under U.S. unfair trade practices
1&95. Laest week, the Presideni directed Ambassador Yeutter to
.1n1tiate an investigation of the treatmentlof.intellectu31 
property by the Government of EKorea under Section 301'of the
Trdde Acf'of 1974! Korea is just one oounfry_f-'thbugh a very
importaﬁt one -- where foreign holders of §atents.Hoopyrights.
and trademarks do not receive adequate protection. For exampleé,
in 1984, sales by American chemical oompanies.in Korea amounted
| to Just.sag million, while sales of produots_made thrpugh the
hnauthorized use of Uﬂs._paients accounted for ano;her‘s70

million! Because these'problems are not unique to Korea, other
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countries may be subject to similar Seotion 301 invastigatiops_byr

 the Administration in the future.

Second, the President stated on Septémbér 23, 1985‘§h&t he and -
_ the Admin;stiétiqn would work with ths.cbngress'fqméﬁaot'legis—
lation to help promote free and fair trgde.iinqludiqg'iegislation
to promote 1ntalleotual prcperty; suoh_is_dhgnges in the ;aés on

pProcess patents.

' Currently our laws, unlike those of our major.trading partners,
givelﬁmerioan holders of procese patents very limited rights with
respect to p:oduots made from the proteocted prooess. Unde::
today’'s laws, U.S; prooessrpatent holders have two ways tb
protéot-themselves against imports made with the process without
~the patent'owners"permiséion. These Americans can bringla'éasé
before the Internatlional Trade Commission under Seotibﬁ 337 of
the 1930 Trade Act, or théy can apply for patents abroad and seek
to enforoe'tham ir foreign oourts. Bdth rehedies have a variety
of_shortoomings. ﬁhiqh is why the_Adﬁinistration supports enaotment

.of 5.1543.

et me focus on the problems associated with bringing an action
under Seotion 337, because that 1é:the proocedure with wﬁioh my
Agenoy.has the'gredtest experience. Under Seotioh 337 %he patent
holder must establish that'the.product ves made with the patented

process. This 1s often impossible since information about
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practices and production techniques are vefy diffioﬁlt to obtain.
This kind of disoovery prooedurelis also very costly for the pateht_:
holder, thereby all but the largest qompﬁniaé;are'6ften'preoludéd'
‘from using Seotion 337. In addition, the patent holder must be
:prepared‘to establish fhat importation will ﬁamagq&gp;gstablished
and effioiently.operating domestio‘industrﬁ. This too is often
| diffioult and oostly. The patent holder must also establish that
“he is injured by the 1mport; _Finally. éﬁén if the ITC finds'in
Tfavor“of“thewpateﬁt hoider. if the”goods_are;alreﬁdymin_ULSL;oomzw
merce, he ocan get nd relief since the ITC cannot award damages:
the ITC's remedies are restrioting.futufe imports, or issuing a

gease and desist crder.

The otﬁer-option available to Americans is equally ineffective.
for 1nsta§ce, the patentQholder oould try to obtain and enforce
patents in a number of foreign countries. But this 1is both
expeneive, and often it will prove an empty victory since so many
fforeign countries do not effectively enforce thelr laws..or_dornot'

allow patenting of prooesses.

8. 1543 would provide effective proteotion to Americans against
diminishment of their rights due to imports of products made
through the unauthorized use of their:patents. The Administrﬁtion
supports §.1543 because it woui&'bring Ameriocan praotice into
conformity with that of the 6ther prinoipal ;nduétrial'nations.

Our General Counsel’'s office has examined S. 1643, and the
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proposed amendments, and their conclusion is that the bill's

provisions are consistent with our obligations under the General

Agreement on Tariffs and Trade. .

' This bill would provide U.S. process patent holders an sdditional
" avenue for proteoting their rights, vhich could prove faster and

“more effective than under existing laws.  But werbelievé'the

bill will prove ineffective unless it inoludes a provision

shifting to the importer the burden of proving that ‘the patented

"prooess was not used in making the ochallenged import. The
Administration believes that this would not place an unreasonable

burden on the importer since he is in a better position to

éstablish whether or not the prooess'was used._than the U.8. pro-
cess patent holder. In addition such a provision would reduce

the costs of discbvery proceedings, thereby reducing the costs of

protecting the rights granted by patents, making it possible for
more companies to prevent foreign miSappropriation of thelr

‘rights.

In order to protect against abuse, the Administration supports

requiring the American patent holder to;establish certain faots

_  and circumstances suggesting thet his prooess was used, before

the burden would shift to the importer. The elements which the
plaintiff would have to establish are outlined in the Department

of Justice testimony.

In addition, the Administration supports amending §. 1643 o 1t

R P = g e e e
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applies'only fo produofs diredtiy produoed'by the patented
_ prooess. Ve reoognize that there is & danger assooiated with'
.this change that some products may enter the ﬂnited States
which contain an 1mportant component made with the patented
'prooess while the final product was not. Ve are prepared to work

with your Committae to find an appropriate solution

:Hr. Chairmgn,-the.Administrgtion supports the.oentral'thrust of
.S, 1543. its.adoption wouid bring~t.s, law 1nto.oonformity ﬁith
those of the of the other 1ndustrigl nations.  But most 1mp6r—
“tantly, it would improve the protection available to Americans
against the actions of foreigners which severely diminish the
_value of their patents. The Trade ?olicy Review Grdup'and the -
Economic Policy_Counoil have reviewed the Progess patenﬁ issue,
and, essentially( this is a bill which the Administration can
support. The PTO and Justioe have the teohnioal expertise to
work with you and your staff on substantive matters pertainlng to
your billl. For our part, we will‘oontinue to coordinate our
efforts_ﬁith both Agencies, to fOllow_ﬁhrough 6n'the Admini-

" stration’'s trade policy commitments to Congress and the public.




Process Patent Protection in Group B Countries

Country _ Process Patént. Importation = Presumption

protects its constitutes . in favor of
direct product infringement process
: ' B patentee
Austrial  yes ' : - yes?
Belgiuml . yes3,4 " yes = :
Canada - yes3,4 : - yesZ2.4
Cyprus> - yes .  yes : o :
. Denmark . yes : : yes
Finland yes yes
Francel : yes - yes
Federal Republic ' “
of Germanyl yes S : yes2
Great Britainl yes ' yes _ '
Greece - yes = _ ' - - yes?
Iceland : yes . yes
‘Ireland “unclear3.,7 | :
Italy yes - : yes2
Japan _ - yes yes yes
Liechtenstein®B yes _ : ' yes
Luxembourgls? yes4
Monaco®
Netherlandsl yes o _ ' yes?
New Zealand yes4
Norway : - yes ; - yes
Portugal : yes _ yes _
San Marinoll yes ' : yes2
South Africa yes : yes :
‘Spain ves . yesé
Swedenl ves yes yes2
Switzerlandl yes : . . Yes
Turkey? ‘ -

United States
of America

HY OO U W

EPC member. _
Applies to new substances only.
No clear statutory provision.
Apparently applies in at least some situations.
Registration in Cyprus of a United Kingdom patent confers the
same rights in Cyprus.
No patent law. _
Claims are permitted, but legal issues are apparently unsettled.
Liechtenstein and Switzerland constitute a single territory for
patent purpoeses. ' ' -
No copy of the national law was available,

0 1Industrial property rights acquired in Italy are valid in San
Marino and vice versa.



DENMARK

Section 3 -

(1) The exclusive right conferred by a
patent shall imply that no one except the
proprietor of the patent may without permis-
sion exploit the invention:

(i) by making, offering, putting on the

-~ ‘market or using a product which is the

subject-matter of the patent, or by im-
porting or stocking the product for
these purposes: .

(i) by using a process which is the

- subject-matter of the patent or by

~offering the .process for use in this
country if the person offering the proc-

-ess knows, or it is obvious in the cir-
cumstances, that the use of the process
is prohibited without the consent of the
proprietor of the patent:

(iii) by offering, putting on the market or
using a product obtained by a process
which is the subject-matter of the pat-
ent -or by . importing or stocking the
product for these purposes. ‘




FRANCE

. CHAPTER THREE |
RIGHTS AND OBLIGATIONS ATTACHED TO THE PATENT -

Article 28. — 1. The scope of protection conferred by a
patent shall be determined by the terms of ths claims. The
description of the invention and the drawings, however, shall
- serve to construe the claims. . '

2. Where & patent relstes to @ procesas, the protection
conferred by the patent shall extend to the products directly
obtained by that process. _ _ ' o

Article 29. — A patent confers the right to prohibit any other

- - person, without the consent of the proprietor of the patent:

8) from meking, offering, putting on the market, using, or

importing or storing for such purposes the product to which

. the_patent relates ;-

. TN '
- b) from using a process to which the pstent refstes, or,
where such other person knows, or where it is obvious in the
72-'-MCE ' (Rel. 17-8/79 Pub. £32)

Circumstances, that the use of the process (s prohibited without
the consent of the proprietor of ths patent, from ofrering the
process for use within the French territory ;

c) from offering, putting on the market, using, or importing
or storing for such purposes the product obtained directiy by.
the process to which the patent relates. _




'GREAT BRITAIN

" STATUTES, REGULATIONS, & TREATIES

€37 " Patents Ae1 1977

: Infringement
60.—(]) Subject to the provisions of this section, 8 person
infringes a patent for an invention if, but only if, while the
tent is in force, he does any of the following things in the
nited Kingdom in relation to the invention without the consent
of the proprietor of the patent, that is to say—
© (@) where the invention is a product, he makes, disposes
of, offers to dispose of, uses or imports the product or
_keeps it whether for disposal or otherwise ;

= (b)where tbe invention is a process, he uses the process ~ T T

or he offers it for use in the United Kingdom when be
knows, or it is obvious to a reasonable person in the-
circumstances, that its use there without the consent of
the proprietor would be an infringement of the patent ;
() where the invention is a process, he disposes of, offers
to dispose of, uses or imports any product obtained
directly by means of that process or keeps any such
product whetber for disposal or otherwise.

_ §5

No-one may make an occupation of the following without the con-
sent of the patentee:~1. Manufacturing, importing or offering for sale
an article which is patented or prepared by a patented method; or
2, Using the patented method.—The following is however, permissable
having no regard for a Patent:—a) The use of articles accompanying
or connected with means of transport from other countries when
these come to this country for limited periods, and b) The continued
use of articles arrived by and belonging to means of transport which
have been purchased abroad for Icelandic currency or for an Icelandic
vessel which has boken down at sea and been repaired abroad.




ITALY

- § 2.-The patent concerning a new industrial method pr-'prm con-
fers upon the patentee the exclusive use thereof.

The exclusive use includes also commercializing the product directly
obtained by the new industrial method or process. If the productis a
new one, every identical product is presumed to have been obtained,

unless there is evidence to the contrary, by the method or process’

-which is the subject of the patent.




JAPAN

3. "Working” in respect'uf an invention in this Law shall mean the
following acts: '

(1) In an invention of a thing, acts of ﬁanufacmﬂng, using, trans-
ferring, leasing, exhibiting for the purpose of transfer or lease,
or importing the thing;

(2) }li an invention of a process, acts of using the process;

(3) In an inveation of a process of munutacturing a thing, acts of
- using, transferrmg, leasing, exhibiting for the purpose of trans-
fer or Jease, or importing the thing produced by the process in
“addition to those as mentioned in the preceding items. '




PORTUGAL

" ARTICLE 214. A penalty of 500 to 10,000 escudos, to which may
be added imprisonment for a period of from one to six months, will
be imposed on those who, during the period of legal protection, should '
prejudice the owner of a patent in the exercise of his right in any
of the following ways: . -

| 1 Manufacturihg. without license from the title holder, the articles
or products covered by the patent;

2. Employing. without the said license, the means and processes or

using new npplication? of means and processes forming the subject of
the patent; ' : '

--3.-Importing;- selling."oﬂering"'fcbr sale, putting-in cireulation or 7~

concealing, in bad faith, products obtained in any of the ways re-
ferred to. ; .



SWEDEN

Section 3

The exclusive right conferred by a patent implies,
with the exceptions stated below, that ane erest
~ the proprietor of the patent may, ttmrt pro-
grietor's consent, use the invention by

R Y

nnk:l.ng offering, putting aon the market or
using a product protected by the patent or

-:l.uport:lngor;ossssir:gsudupmductfarﬂ:ese

2)

mugamsmispmtactedhyme
patent or, while knowing, or it being cbvious -
fram the circumstances, that the use of the
process is prohibited without the consent of
the proprietor of the patent, offer:lngthe

p‘ocessfcrmeinthiscmm

3)

STATUTES, REGULATIONS & TREATIES

products made by & process protected by the
patent or importing or possessing the product
far these parposes.



SWITZERLAND -

"~ 31f the invention concerns & process, the effects of the patent shall

exiend to the immediate products of the process.

_ Section 67
‘n&ehmﬁmmumf&ﬁcmmofam
product, every product of the same composition shall be presumed 1o have

beeo made by the patented peocess until proof to the contrary has been
adduced, ’

" 9 Subeection 1 shall apply by ansiogy in the case of & process for the

m&mofntmnoﬁnithzm:bomﬂn[u&mdmu

dhﬁmﬂutdmmt.

B. Reversal of
Owns of Proof



WEST GERMANY

PART NINE

Infringement of Patent

.Anicle 47

(A person who uses an iméntion contrary to the provisions of Articles 6,
7.and B may be sued by the iniurcd_pmy to enjoin such use. :

(2) A person making such use intentionally or negligently shall be liable for
compensation to the injured party for the damage suffered therefrom. If the
infringer has acted with only slight negligence, the court may fix, in Lieu of
compensation, sn indemnity being between the damage to the injured party
and the profit which has sccrued to the infringer. '

(3) In the case of an invention whose smibject matter is s process for the
production of a new substance, any substance of the same nature shall, in
the absence of proof to the contrary, be deemed to have been produced by
the patented process. '

_ Afticle 6

The effect of the patent shall be such that only the patentee is authorized to
produce, put on the market, offer for sale, or use, the subject matter of the
favention industrially, commercially or professionally. If the patent has
been granted for a process, the effect shall also extend 10 the products

oblained directly by means of such process.
. _ ”,




Convention =
on the Grant of European Patents
(European Patent Convention)

Done 21 Munich on October 5, 1973

- Article 64

Rights conferred by a European patent

(1) A European patent shall, subject to the provisions

of paragraph 2, confer on its proprietor from the date of
publication of the mention of its grant, in each

Contracting State in respect of which it is granted, the
- same rights as would be conferred by a natlonal patent
_granted in that State,

(2) If the subject-matter of the European patent is a

. process, the protection conferred by the patent shall

extend to the products directly obtained by such

process.

- (3) Any infringement of a European patent shall be

dealt with by nataonal law




