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PRESIDENT'S 

CORNER 


Judge Howard Markey has announced 
his retirement from the Federal CircuitCoun 
as of April 30. 1991. bringing to an end 
nearly 19 years of dedicated and vigorous 
service in the Federal Judiciary. Retire­
ment from the Court will not, however, 
mark the end of his contributions to our 
profession;Judge MaIkeywillbecomeDean 
ofthe Chicago' sJohn Marshall Law School 
from which he received his masters degree 
in 1950. 

Howard Markey's military service in 
the 1940'sand 1950's as a fighter pilot and 
f ) pilot, plus nearly two decades on the 

chesofthe Court ofCustoms and Patent 
Appeals and the Court of Appeals for the 
Federal Circuit add up to an outstanding 
and selfless contribution to his country. He 
and his gracious lady, Elizabeth. can and 
should be rightfully proud. We wish them 
well on their return to Chicago. The As­
sociation thanks them again for the many 
opportunities to host them in the past. We 
look forward to more in the future. 

As you may know, the Deficit Reduc­
tion Act of 1990 requires that more than 
99% of the future operational expenses of 
the PrO be funded through user fees. Only 
a small amount of money is 'allocated for 
public search room facilities and a limited 
numberofotherpublicfunctionsperformed 
by thePTO. This circumstance requires the 
PTO to devise a budget for its operations 
and to implement another substantial in­
crease in most of the fees to be paid by 
applicants for patents and other users of 
PTO services. This exercise will necessarily 
involve the PrO in judgments about mat­
tersofpublicpolicythatithasnotpreviously 

~ ~n compelled to make. Moreover, the 
\> will probably have to give more at­

tCxldon than ever before to the views of 

those who will be paying the bills. And that 
raises a significant public policy issue. 
among others. of whether and to what ex­
tent one class of user-full-fare-may be 
called upon to subsidize another class­
small entities. Inrecent decades, ofcourse, 
the parenting activities ofboth classes have 
been supported in different degrees by U.S. 
taxpayers generally; it now appears that 
significant changes must bealmost upon us 
as well as our clients. 

By the time you read this. the PTO's 
proposals will probably be known. The 

cognizant committees ofyour Association 
will be asked to study them carefully and 
make recommendations for consideration 
by the Board of Directors. Meanwhile, I 
urge all members to become acquainted 
with the PrO's proposals as soon as they 
are published and to make their individual 
views known to thePTO and to your Board 
of Directors. 

- Frank F. Scheck 

I 
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THE 

NUTRASWEET v. 

STADT DECISION 

by Martin G. Raskin 

To my knowledge, the decision in 
NutraSweet v. Stadt is only the second de­
cisionof acircuitcourtof appeals to squarely 
deal with the status of the mere color rule 
since the 1985Federal Circuit's decision in 
In re Owens-Corning Fiberglass. In that 
case, the Federal Circuit ruled that under 
certain fact situations, mere color could be 
appropriatedas a ttademark. Inother words, 
the Owens-Corning decision had reformu­
lated the mere color rule from a per se 
absolute prohibition against the exclusive 
appropriation of mere color, to one that 
required a detailed investigation of the na­
ture of the industry in which the trademark 
owner operates. In the only other case to 
consider the mere color rule since the 
Owens-Corning decision, the 9th Circuit 
1987 decision inFirstBrandsv. FredMeyer, 
the9thCircuitimplicitlyadopted the Owens­
Corning rationale. 

However, I am pleased to report that 
the 7th Circuit in the NutraSweet case to­
tally rejected the Owens-Corning decision 
and affirmed the per se application of the 
mere color rule so that "a color unconfined 
by any design" cannot be exclusively ap­
propriated as a trademark under any cir­
cumstances, and regardless of the nature of 
the particular market.in which the parties 
operate. This case is an abrupt departure 
from the trend of the Federal Courts since 
the time of the Owens-Corning decision. In 
virtually every case that considered the 
issues since Owens-Corning, the court has 
at least paid lip service to the that decision. 
InNutraSweet, the 7th Circuit ruled that the 
per se mere color rule continues to be the 
law in the 7th Circuit even after Owens­
Corning. 

Before getting into the specifics of the 
NutraSweetcase, it is necessary to provide 
background regarding the trademark pro­
tection of "mere color." It is important to 
note at this time,that NutraSweet never 
denied that it was attempting to exclusively 
appropriatea "mere color." Itneverclaimed 
infringement of any "trade dress" which 
included any element other than color, such 

as a design or even the shape ofthe product, 
as in the case of First Brands. You will 
recall that the rationale behind the mere 
color rule is the "color depletion theory" 
(see Diamond Match and Campbell Soup 
cases) which maintains that allowing col­
ors to be exclusively appropriated as trade­
maIksis necessarily anti-competitive, since 
the reservoir of available colors would 
eventually be depleted to an extent that 
would hinder competition in the market. 
The mere color rule, for policy reasons, is 
an absolute prohibition against the exclu­
sive appropriation by a single individual or 
company of a mere color, even if the color 
does des'ignate that company or individual ' 
as the squrce of the goods. That rule was 
universally applied in such cases as 
Campbell Soup, Diamond Match and in the 
7th Circuit, in Lifesavers v. Curtis Candy. 

However, in 1985, theCourtofAppeals 
for the Federal Circuit decided that grant­
ing exclusive rights to a color did not nec­
essarily have to hinder competition, and 
that where it is shown that granting exclu­
sive trademark rights to a mere color will 
not hinder competition, exclusive rights 
would be granted if secondary meaning 
could be shown. 

Owens-Corning was an appeal from a 
Trademark Examiner's refusal to grant the 
Owens-Corning Company exclusive rights 
to the color pink for its fiberglass insula­
tion, citing the absolute prohibition of the 
mere color rule. 

The Owens-Coming Company sub­
mitted evidence sufficient to show sec­
ondary meaning. In order to show that 
permitting it to appropriate the color pink 
as its exclusive trademark for home insu­
lation would not hinder competition, 
Owens-Corning submitted evidence that 
no other company but it had ever sold 
insulation in anything other than its natural 
color, and that Owens-Corning had been 
coloring its insulation for 17 years. This 
apparently convinced the Court ofAppeals 
for the Federal Circuit that it would not 
hinder competition in the fiberglass home 
insulation business to give Owens-Coming 
exclusive rights to pink. The Federal Cir­
cuit held that color was not customarily 
used in the fiberglass home insulation 
business, and therefore there was no 
"competitive need" to keep all colors 
available to all competitors. 

TheOwens-Corningdecision was a two 

to one majority division. In her dissent, 
Judge Bissel suggested that the per se mere 
color rule should continue to be the f 
based on the following: 

1. The adherence of the regional cir­
cuits to the mere color rule is entitled to 
deference under the principal of comity. 
specially where there is unanimity among 
the circuits courts; 

2. There was no need to create a 
division in the law, and protecting the useof 
colorasan element ofa trademark provided 
sufficient protection; 

3. Since the color pink has become 
virtually synonymous with home insula­
tion, granting Owens-Corningthe exclusive 
right to color its insulation pink would 
prevent new entrants into the fiberglass 
insulation industry from being able to ef­
fectively compete; and 

4. Allowing colors to be appropriated 
would result ininfringement actions deni­
grating into questions of shade confusion. 

In any event, since the time of Owens­
Corning, the courts that have ruled on is­
sues relating to the mere color rule have 
consistently paid lip service to the Owens­
Corning decision. (' 

It was against this legal backgro\./ 
that NutraSweet filed its complaint agaiiisl 
our clients who had recently introduced a 
new sugar substitute product packaged in 
blue packets, called Sweet One. 

It was NutraSweet's position, basedon 
its alleged ten years of continuous and 
exclusive use of"blue" paper for its Equal 
sugar substitute packets, that it owned ex­
clusive rights to the color blue for sugar 
substitute packets in the food service in­
dustry. It claimed that the color blue had 
acquired a secondary meaning and that 
consumers thatcame across blue packets in 
places like restaurants recognized from the 
blue color of the packets that the product 
was NutraSweet's Equal brand sugar sub­
stitute. 

One ofour major concerns in the case 
was that we were sure that NutraSweet 
would be able to make a decent showing of 
secondary meaning, and it was this point 
that NutraSweet consistently hammered 
away at. And it had plenty ofammunition. 
The NutraSweet company conducted a 
shopping mall survey which showed JP!>,t,

) ( 

5% ofpeople recognized blue packets t 
Equal or NutraSweet. Ironically, althOugh 
discovery showed that NutraSweet itself 

http:market.in


Page 3 March/Apri11991 

very seldom u~ references to the color 
blue in a trademark sense, our own client 

,\consistentlyand repeatedly emphasized the 
~~Jconnection between blue and Equal. 

In any event, it appeared that the best 
courseofaction wasfor us tobring a motion 
for summary judgment in which we urged 
that even if NutraSweet could establish 
secondary meaning, as a matter of law 
under either the per se mere color rule, or 
under the rule of Owens-Corning, 
NutraSweet could not prevail. 

It was, of course, a simple matter to 
make a good case for summary judgment if 
the per se mere color rule was the prevailing 
law. NutraSweet did not deny that it was 
trying to appropriate a "mere" color. 

We also argued that summary judgment 
was appropriate even under the Owens­
Corning rationale. In this regard. our case 
essentially consisted of showing that the 
use ofcolor in the sugar substitute segment 
of the food service industry is customary, 
and in fact pervasive. We emphasized that 
the fact that color is customarily used, by 
itself, establishes a "competitive need" for 
color. We also argued that it was necessary, 0 package the sugar substitute in colored 
ackets in order to distinguish from whiteQsugar packets. 

In any event, facts relating to the sugar 
substitute segment of the food service in­
dustry became relevant. It was undisputed 
that there were three major brands which 
compete, namely Sweet 'N Low, Equal and 
Sugar Twin. It is generally known that 
these brands are packaged in pink, blue and 
yellow packets. We argued that ifpinkwas 
given to Sweet 'NLow and blue was given 
to Equal, and yellow was given to Sugar 
Twin, it would certainly hinder competi­
tion, especially for new entrance. 
NutraSweet graciously pointed out that 
colors such as purple and gray were still 
available. 

On the other hand, NutraSweet main­
tained that the Owens-Corning rationale 
ended the eraofthe perse application ofthe 
mere color rule and argued that the case was 
not arnenable to summaryjudgmentbecause 
it could show facts which establish that 
there was no competitive need for color to 
remain available in the sugar substitute 

~gment of the food service industry. 
\ 1~utraSweet offered its so-called "stable 

'"oligopoly" theory, and argued that since 
only three competitors had existed in the 

sugar substitute segment ofthe food service 
market for over ten years, and that since 
NutraSweet was the only competitor using 
blue for over ten years, and that there was 
no evidence of any potential new entrants 
into the industry, giving it exclusive rights 
to blue would not necessarily hinder com­
petition. 

Although we believed this argument to 
be factually incorrect, since severalcompa­
Dies have petitions pending with the Food 
and Drug Administration for approval of 
new artificial sweeteners, we were con­
cerned about falling into a trap of arguing 
facts on a summary judgment motion. 
Therefore, while briefly pointing out that 
NutraSweet's facts were wrong, we argued 
that even ifeverything it said was correct, 
the fact that colors were customarily used 
in the sugar substitute segment of the food 
service industry was sufficient to create a 
"competitive-need" to maintain colors 
available to all potential competitors. 

In its decision, the 7th Circuit rejected 
the Owens-Corning first driven approach 
as being impossible to apply andreaffmned 
the prevailing perseapplication ofthe mere 
color rule in the 7th Circuit. Briefly refer­
ring to the decision, the court noted that: 

Nuu-aSweet urges this court to adopt the 
position of the United States Court of Ap­
peals. Fedeza1 Circuit, whim has declined to 
establish a per se prohibition against regis­
tering colors as u-ademarks .••. Confronted 
with an unusual set of facts, the court in 
Owens-Corning established a limited rule 
that in certain situations a partirular color 
could itself be registered as a trademark. .• 
•using a two-step analysis. the Fedeza1 Court 
determined first that there was no competi­
tive need in the insulatioo industry for the 
color pink to remain available to all insula­
tion produCers. and, second, that pink insula­
tion, had acquired a secondary meaning. 

However, thecourtrejected the Owens­
Corning approach in the following: 

Nuu-aSweet urges this court to adopt a fact­
driven standard which would require the trial 
court to scrutinize the table-top sweetener 
market to detennine the number of com­
petitors and the likelihood of future com­
petitors in that market to detennine whether 
there is a competitive need forthe color blue 
to remain available. Such a standard would 
prove unworkable lor there is no waylor (J 

court to predict the likelihood 01 future 
competitors in the particular market. (em­
phasis added) 

The 7th Circuit thus recognized what is 

clearly, in my opinion, the basic flaw in the 
reasoning of the Federal Circuit iIi the 
Owens-Corningcase. Inparticular, it seems 
to me that it is impossible for a court to 
predict that there will never be a competi­
tive need for color in a particular industry, 
regardless of the amount of evidence with 
which it is presently as to the current state 
of the market For example, we wonder 
how the Federal Circuit would rule if a 
second competitor in the home insulation 
market attempted to register green for its 
brand of insulation. 

Thus, the 7th Circuit did not consider 
whether or not a "stable oligopoly" existed 
in the sugar substitute segment of the food 
service industry to be a "material" fact, 
even ifthere was a genuine issue. Itrefused 
to be forced to determine the number of 
competitors and the likelihood of future 
competitors in a market, noting that it was 
impossible for a court to predict these facts. 
This position would appear to be a better 
position as it would otherwise appear that 
every case involving an issue of the appro­
priation of a mere color would turn into a 
complicated investigation into a particular 
industry. 

The 7th Circuit's return to a per se 
prohibition against granting exclusivity to 
colors is a well-reasoned one and welcome. 
The mere fact that things like color and 
other "non-traditional devices" such as fra­
grances, can function to designate source, 
but should not be COnclusive in granting 
trademark protection. It is entirely appro­
priate for policy considerations to enter into 
the decision. 

• 

NEWS FROM THE 
BOARD OF 


DIRECTORS 

by HowardB. Barnaby 

At the Board ofDirectors meeting held 
on December 19, 1990, David Mugford 
reported on the status ofGATI and TRIPS 
negotiations. The U.S. Trade Representa­
tive is expected to introduce legislation 
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concerning proposed amendments to Sec­
tion 337 of the Tariff Act. Mr. Mugford 
noted that Senator Lautenberg has a strong 
interest in Section 337. It was thought that 
Senator Lautenberg should be approached 
as a possible speaker for an Association 
meeting. 

Peter Saxon reported on the status of 
the 1991 Fall CLE weekend. The CLE 
Committeehasdecidedtoholdtheprogram 
at the Harrison Conference Center in 
South bury, Connecticut. 

Frank Scheck reported on recommen­
dations of the Copyright Committee con­
cerning a Copyright Office study of digital 
audio broadcast and cable services. The 
Board unanimously approved sending the 
committee's views to the CopyrightOffice. 

Mr. Scheck also advised that he had 
asked the U.S. Patent Law and Practice 
Committee to review proposed farmers' 
exemption legislation and to submit pro­
posed comments for consideration by the 
Board. 

Mr. Scheck advised that he was con­
sidering the guidelines for the payment of 
expenses of judges attending the Judges' 
Dinner in light of the Ethics Reform Act of 
1989. 

John Pegram discussed his attendance 
at the U.S. Bar/Japanese Patent Office Li­
aison meeting in Chicago. He indicated 
that there will be another meeting of the 
group in Japan todiscusstheJPO's treatment 
of U.S. patent applications. Mr. Pegram 
also reported on his attendance ata meeting 
of the National Council ofPatent Law As­
sociations. He indicated that trademark 
fees are expected to be increased in 1991 
and that patent fees will go up again. 

At the Board meeting held on January 
lO,I991,Mr.Scheckreportedon the status 
of the GAIT negotiations. Mr. Scheck 
next reported on the status of the GAIT 
negotiations. Mr. Scheck also reported that 
the Association had been invited to par­
ticipate as an observer in the WIPO diplo­
matic conference to be held at the Hague 
from June 3 - 28,1991. He asked that the 
Association consider sending representa­
tives to the meeting. 

Andrea Ryan then reported on the 
Judges' Dinner. She indicated that she had 
retained the services of a meetings coordi­
nator to assist her in preparations for the 
Judges'Dinner. 

In view of the additional cost of this 

service, Ms. Ryan proposed raising the cost 
for attendance by members. Mr. Gilbreth 
concurred. Upon motion duly made and 
seconded. it was unanimously agreed to 
raise the cost for members from $95.00 to 
$100.00. 

Mr. Scheck reported on the bicenten­
nial exhibit. It was the consensus of the 
Board that the exhibit should be updated, 
refurbished and sent on further tours. Re­
sponsibility for maintenance and placement 
of the exhibit was given to the Committee 
on Public Information. 

Mr. Scheck next reported on commit­
tee activities. He indicated that the ADR 
Committee chaired by David Plant was 
considering. the proposed EDNY rule 
changes for ADR. 

Mr. Scheck advised that the U.S. Bar/ 
JPO was planning a meeting in Japan. He 
suggested that the NYPTC consider send­
ing a representative. 

Mr. Scheck reported that the Associa­
tion was continuing to explore its disability 
insurance program and that a representa­
tive of the insurance carrier may be able to 
discuss the policy with the Board at a future 
meeting. 

Ms. Ryan next inquired as to the need 
to establish a HOST Committee for the 
upcoming 1993 ABA meeting in New York 
City. Mr. Scheck indicated that he had the 
authority to establish an ad hoc committee 
and to appoint a chairperson. • 

PENDING 

LEGISLATION 


by Edward P. Kelly 

The House and Senate continue to 
consider bills (some old, some new) af­
fecting patents. trademarks, copyrights and 
the antitrust law. The House Subcommit­
tee handling intellectual property matters 
has been renamed the "Subcommittee on 
Intellectual Property and Judicial Admin­
istration." The subcommittee was previ­
ously named the "Subcommittee on Courts, 
Intellectual Property and the Administration 
ofJustice." The name change reflects a loss 

of jurisdiction over civil liberties matters 
and the addition of jurisdiction over RICO 
matters. The House subcommittee will1:l~-\ 
chaired by Representative William Hughe&......J 
(D-N.J.) during the l02ndCongress. Rep. 
Hughes replaced former Rep. Robert 
Kastenmeier (D-N.J.) who lost his office in 
the last election. The Senate subcommittee 
continues to be chaired by Senator Dennis 
DeConcini (D-Ariz.). 

PATENTS 

Biotechnology Patents 

For the past two years the biotechnol­
ogy industry has lobbied for legislation that 
would effectively overrule the result ofIn 
re Durden. In that ease, theCAFC held that 
the use ofa novel starting material does not 
render an otherwise obvious chemical 
process patentable. In reDurden, 763 F.2d 
1406 (Fed. Cu. 1985). The effect ofIn re 
Durden may be that the Patent Office will 
not allow process claims for biological 
products where the starting material isnovel 
but an otherwise known process is used to 
make the final product. The biotechnolo~\ 
industry considers that result unfair. T~\..) 
industry believes that significant invest- - . 
ments in biotechnological processes should 
be protected. The industry also points out 
that patents are granted in Europe and Ja­
pan on biotechnological processes that 
would be rejected in the PTO. 

The lack of protection for biotechno­
logical processes also coincides unfavorably 
with recent revisions to Section 337 of the 
trade law that allow the ITC to exclude 
products manufactured abroad by a process 
patented in the United States. Currently. 
foreign competitors that use a patented 
biotechnological intermediate in a process 
cannot be stopped from exporting the 
product into the United States when no 
process claims exist here. 

A bill introduced last year by Repre­
sentativeRich Boucher(D-Va.) and Carlos 
Moorehead (D.- Ca.) responded to these 
concerns. The "Biotechnology Patent Pro­
tection Act of 1990" (H.R. 3957) would 
amend Section 103 of the patent law to 
provide that "aprocess ofmaking a product 
shall not be considered obvious under thi~. 

. section if an essential material used in ttl ' 
process is novel under Section 102, an~/ 
otherwise non-obvious under Section 103." 
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The bill also would deal with the Section 
337 anomaly by amending that section to 
"'low theITC toexclude imported products 

",-.iat "are made, produced or processed un­
der or by means of, the use of a biotech­
nological material . . . covered by a valid 
and enforceable United States patent." 
Section 271(h) ofthe patent law also would 
be amended under HR. 3957 to allow re­
covery in the District Court 

No bill similar to H.R. 3957 has yet 
been introduced in the 102nd Congress. 
The prospects for reintroduction, however, 
appear strong. A recent report by the 
President's Council On Competitiveness 
relating to biotechnology policy recom­
mended passage ofthe legislation contained 
in H.R. 3957. 

COPYRIGHTS 

Copyrights on Government Created 
Software 

Statutory schemes have been enacted 
to stimulate jointventures between the gov­
ernmentand private industry and toprovide "the transfer of technology from the « vernment to the private sector. For in­

\, ce, the Federal Technology Transfer 
Act authorizes government laboratories to 
enter cooperative research anddevelopment 
agreements with private industry. The 
Stevenson Wydler Technology Innovation 
Act provides for the transfer of jointly de­
veloped technology to private industry. See 
15 U.S.C § 3710. As a result, patentable 
inventions arise from cooperative R&D ef­
forts and are licensed to private companies. 

Ajoint venturer working with the gov­
ernment to develop' computer software, 
however, would find thatitcouldnot license 
the software created during thejoint venture. 
Thereason isthat thecopyrightlaw currently 
provides that works of the United States 
government are not eligible for copyright 
protection (the government can obtain copy­
rights by assignment). See 17 U.S.C. 105. 

Rep. Constance Morella (R-Md.) re­
cently introduced a bill (H.R. 191) that 
would authorize Federal agencies to obtain 
a copyright onbehalfofthe United States in 
computer software created in the course of 

..--work under a cooperative research and 
( \elopment agreement. The bill would 
. a\£omplish this by adding a new section 

12(h) to the Stevenson-Wydler Technol­

1 

ogy Innovation Act. The bill also would 
pennit royalties to be paid to the federal 
employees authorizing the software. 

In introducing the bill, Rep. Morella 
stated that the creation ofcopyright in this 
software will increase private participation 
with the government and provide an in­
centive to federal employees. 

TRADEMARKS 

State Sponsored Lotteries 

In recent years, some states have insti­
tuted state lotteries based upon the outcome 
ofprofessional sports games. For instance, 
Oregon initiated a lottery based upon NFL 
and NBA games. Theprofessional leagues 
havebeen against any mistaken association 
with these lotteries since their inception 
and have sued under the Lanham Act and 
lobbied for legislation that would prohibit 
these lotteries. Success under the Lanham 
Act, however, has proved problematic. The 
lotteries do not use NFL or NBA logos. 
Theyreferonly to geographic locations. As 
the ultimate issue in a Lanham Act in­
fringement action is the likelihood of con­
sumerconfusion, at least one court has held 
that a conspicuous disclaimer would avoid 
liability. See National Football League v. 
GovernorofState ofDelaware,435F.Supp. 
1372 (D.Del. 1977). 

The leagues also have pursued relief 
through legislation. Several bills were in­
troduced last year that would either amend 
the Lanham Act or the Comprehensive 
Crime Control Unit to prohibit states from 
sponsoring lotteries based directly or indi­
rectlyon the outcome ofprofessional games. 
The most recent bill introduced by Senator 
Dennis DeConcini (D-Ariz.) would pro­
vide for a new Section 40 of the Lanham 
Act prohibiting these state lotteries. This 
bill differs in three significantrespects from 
those previously introduced by DeConcini: 
I) the new bill also applies to amateur 
sports; 2) it applies not only to the outcome 
ofthe games butanyperformances therein; 
and 3) the new bill would exempt any 
lottery in existence as of August 31, 1990. 

ANTITRUST 

Joint Production Agreements 

TheNationalCooperativeResearch Act 

(NCRA) providesjointresearch and devel­
opment ventures a safer harbor from the 
effect of the antitrust laws. A court cannot 
hold a joint R&D venture as a per se anti­
trust violation. The court must engage in a 
rule of reason analysis when reviewing the 
joint venture. The NCRA also limits the 
potential liability of the joint venturers to 
actual damages andattorney's fees provided 
that the joint venture had been disclosed to 
the Federal government from its inception. 

Bills have been pending for the past 
two years that would amend the NCRA to 
includejointproduction ventures within its 
protection. These bills would provide that 
joint ventures entered into for producing a 
product, process or service also must be 
reviewed under a rule of reason analysis. 
The bills also provide that a court, in as­
sessing the relevant market, could consider 
the worldwide capacity of suppliers to 
provide the product, process or service. In 
the traditional rule of reason analysis, the 
relevant market is defined by reference to a 
particular market in theUnited States only. 
As originally introduced these bills would 
not apply ifa foreign entity controlled more 
than 30 percent of the joint venture. 

Rep. Hamilton Fish (R-N.Y.) and 
Senator Patrick Leahy (D-Vt.) recently re­
introduced similar bills in the House (H.R. 
27) and Senate (S. l006). Both bills nota­
bly no longer exclude joint ventures con­
trolled by foreign entities from their pr0­

Visions. In introducing his bill, Senator 
Leahy stated that itwould have the greatest 
impact on the electronics industry where 
America's percentage of the global semi­
conductor market slipped from 57 percent 
in 1980 to 36 percent in 1989. Senator 

• Leahy noted that while the semiconductor 
chip is an American invention, products 

. embodying chips are becoming products 
"made in Japan." In support of the bill he 
stated: 

. . . we mlllll recognize that our foreign 
competitors do not labor under the same 
antitrust restrictions that confront American 
businesses. Their R&D and manufacturing 
muscle is unlimited, and their R&D and 
manufacturing ventures arefonned onstrictly 
pragmatic grounds: What is needed and 
what will wode. As a result, they move ahead 
while the United States falls woefully be­
bind. (Cong. Rec. Feb. 22.1991 p. S2263). 

• 
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U.S.T.R. 

ANNOUNCEMENT 


Emery Simon, Esq., Director of Intel­
lectual Property of the Office of the United 
States Trade Representative, has informed 
the Association that the U.S.T.R. is inter­
ested in receiving information concerning 
problems which small and large corpora­
tions may be experiencing as a result of 
foreign trade. Notification ofimpediments 
to trade in the province ofintellectual prop­
erty would be welcome. 

The officeof the Trade Representative 
handles GATT (General Agreement on 
Trade and Tariffs) negotiations and bilat­
eral trade agreements. GATT was formed 
to provide a vehicle by which tariffs and 
other impediments to trade between coun­
tries could be minimized. The current 
round of GATT negotiations includes dis­
cussions relating to intellectual property. 
particularly to providing minimum stan­
dards of protection in the fields of patents, 
trademarks, trade secrets, industrial designs 
and integrated circuits. 

Mr. Simon's address is: 

United States Trade Representative 
Room 410A 
600 17th Street, N.W. 
Washington, D.C. 20506 
Tel. No. (202) 395-6864 

• 

RECENT 

DECISIONS OF 


INTEREST 


by Thomas A. O'Rourke 

PATENT VAliDITY 

On Sale - Experimental Use 

Experimental use was successfully 
proven by the patent owner to uphold the 
patent in Manville Sales Corp. v. Para­

mountSystemslnc., 16USPQ2d1588 (Fed. 
Cir. 1990). The patent in suit related to a 
self-centering luminary assembly capable 
of readily travelling up and down the pole 
so that maintenance was facilitated. 

One of the advantages of the device 
was that it would facilitate maintenance 
since it could travel up and down the pole. 
In addition, it was contended in the patent 
thatthedevicecould withstand the elements. 
The device was tested at an unopened rest 
area along a highway in Rawlings. Wyo­
ming. Defendant argued that this use was 
a public use invalidating the patent. Al­
though the device was out in the open, the 
CAFC rejected defendant's arguments that 
§ 102 invalidated Manville's patent. 

In rejecting ihedefendant' s arguments. 
the CAFC focused on a number of factors 
which convinced it that there was no "on 
sale" or "public use" bar. The factors 
included the following: 

1) Before disclosing the design draw­
ing of the invention to state officials, 
Manville applied a confidentiality notice to 
the document. 

2) The rest area, although out in the 
open, was closed to the public. 

3) Contemporaneous documents dem­
onstrated that no one knew if the device 
would operate as intended. 

4) Manville's sales people were not 
notified about the invention and no sales 
campaign for the device was introduced. 

5) Manville did not offer the device to 
anyone else until it was tested in the rain, 
cold and snow. Thefact was that the device 
needed to weather for a while before the 
inventor knew if the invention achieved its 
intended pwpose. The CAFC stated at 
page 1592: 

TIris IRIS ~lIm device was specifically de­
signed 10 withstand year around weather. 
Prior to its testing, there really was no basis 
for confidence by the inventor that the in­
ventionwould perform as intended, and hence 
no proven invention to disclose. 

A contrary result was reached in U.S. 
Environmental Products v. Westall. 911 
F.2d 713 (Fed. Cir. 1990). Despite the fact 
the patent owner did not make a profit. and 
the fact that the customer understood the 
product was experimental. in the U,S. En­
vironmentalcase the facts were insufficient 
to render the sale experimental. Thus. the 

patent was held invalid. 
The factors the CAFC focused on in 

invalidating the patent included the f \ 
lowing: \......J 

1)''Thelackofwritten progress records 
is circumstantial evidence of no-experi­
mental pwpose." 

2) "SRS' lack of control over the op­
eration of the bed was strong evidence of 
commercial purpose." 

3) A sales brochure bulletin was re­
leased which contained photographs ofthat 
installation and language suggesting that 
the sludge dewatering systems were then 
available for purchase. . 

In analyzing the Manville and U.s. 
Environmental decisions. practitioners can 
readily discern certain conduct. which if 
implemented. would go a long way toward 
helping tilt an experimental use case that 
could otherwise go one way or another 
toward patent validity. 

Best Mode 

The Federal Circuit addressed thr'\ 
sue of best mode in three decisions \. ) 
year. ThepatentinChemcastCorp. v.Areif 
Industries Corp., 16 USPQ 2d 1033 (Fed. 
Cir. 1990) was invalidated for failure to 
identify the best mode as required by 35 
USC §112. In Chemcast, plaintiffs patent 
had an open ended range of materials of 
" .70 shore A orharder" in the specification. 
The district court held that such range 
concealed the best mode of .75 shore D. In 
addition, the district court found that the 
patentee's disclosure of a list of generic 
potential materials was not an adequate 
disclosure of the best mode, which was 
Compound R-4467. 

Plaintiff sought to defend the best mode 
arguments by contending thatR-4467 was 
a trade secret and the compound was only 
offered to plaintiff. These arguments were 
rejected and the CAFC refused to hold that 
a patent applicant could hide behind a trade 
secret to thwart the best mode require­
ments. 

Thus. the holding of invalidity was 
affirmed. The CAFC stated at 1039: 

Where the inventor has failed 10disclose thXr· ' 
onlymode he ever contemplated ofcarrying 
out his invention the best mode requirement 
is violated. 
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Another case discussing the best mode 
defense is Northern Telecom Inc. v. 
patapoint Corp., 15 USPQ 2d 1321 (Fed. 

_~k. 1990). In Northern Telecom the ap­
plication stated that one ofthe objects ofthe 
invention was to capture data on "magnetic 
tape cassettes ofthe general type presently 
finding extensive and widespread usage in 
audio entertainment equipment." Unfortu­
nately, the patentee failed to disclose that it 
was using special order tapes in its process. 
The district court found that plaintiff prior 
to filing application had purchased tape 
andcassettes.ofits own design and specifi­
cations and that these were different from 
standard audio tapes in their yield strength 
and magnetic characteristics. In view of 
applicant's failure to mention the specifi­
cations, the CAFC affinned the holding of 
the patent invalid for failure to identify the 
best mode. 

The danger of failing to provide the 
best mode is emphasized by the CAFC's 
decision in Consolidated Aluminwn Corp. 
v. Foseco International Ltd., 15 USPQ 2d 
1481 (Fed. Cir. 1990) where the patent-in­
sUitwas held unenforceable for inequitable 

)' ~onduct in. applicant's intentionally failing 
fO include the best mode in the application. 

--	 The CAFC in Consolidated went on to 
afflrm the district court's holding "that 
Consolidated's concealment of the best 
mode" permeated the prosecution of the 

other patents-in-suit and renders them un­
enforceable" 15 USPQ 2d at 1487. These 
other patents in suit were related applica­
tions. 

DECLARATORY JUDGMENT 

The Court of Appeals for the Federal 
Circuit decided that a patentee may bring a 
declaratory judgmentaction against threat­
ened infringement provided the require­
ment for an actual controversy is meL 

In Lang \I. Pacific Marine and Supply 
Co., 895F.2d 761 (Fed. Cir.I990)plaintiff 
patent owner sued, claiming that a hull 
structure for a vessel to be completed in­
fringed or threatened the infringement of 
his patents. The district court dismissed the 
complaint for lack of subject matter juris­
diction and/or failure to state a claim. 

The Court of Appeals held that a pat­
entee could seek a declaration against fu­
ture infringement. The Court rejected ar­
guments that a declaratory judgment was 
inappropriate because the infringer may 
alter its activity prior to completion of the 
hull. TheFedeml Court, however, held that 
the complaint was properly dismissed be­
cause there was no actual controversy. The 
Court focused on the fact that the ship was 
about nine months away from being Com­
pleted at the time the complaint was flied. 
The Court also relied on the fact there bad 

been no sales literature distributed and the 
accused infringers were not prepared to 
solicit orders and did not engage in any 
conduct indicating that the ship would soon 
be ready for sea. 

Since §271 of the Patent statute "can­
not be in~to cover acts other than 
an actual making, using or selling of the 
patented invention" the CAFC concluded 
that plaintiff was not entitled to an injunc­
tion against threatened patent infringement 
since the hull was nine months away from 
being completed. 

In another CAFe decision, a contract 
to build a potentially infringing device was 
held not to be a sale within the m~ing of 
35 U.S.C.§271(a) in Taylor-Weinfield 
Corp. \I. Clecim, 904 F.2d 46 (Fed. Cir. 
1990). 

• 

The New Jersey Patent Law Association 

has nominated 


the Honorable Helen W. Nies, 

Chief Judge of the United States Court of Appeals for the Federal Circuit 


to be the recipient of the Jefferson Medal awarded by the Association each year to 

someone who has made a substantial contribution in the field of 


intellectual property law. 


The medal will be awarded on May 10, 1991 

at a dinner to be held at the Brooklake Country Club, 


FlOlham Park, New Jersey. 
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CLASSIFIED 
ADVERTISEMENTS 

Gottlieb, Rackman & Reisman, 
a growing Intellectual Property firm 
in midtown Manhattan,presently thir­
teen attorneys, seeks associate with 2­
4 years experience. strong electrical 
and technical background, good law 
school record and interest in both 
prosecution and litigation. Excellent 
salary and benefits. Contact Allen 
Rubenstein at (212) 869-2890. 

N.Y Firm conveniently located 
in suburban Westchester County 
with Fortune 500 clientele seeks ex­
perienced success oriented attorneys 
with mechanical or chemical back­
grounds to handle full range ofpatent, 
trademark and copyright activities in­
cluding litigation. Partnership oppor­
tunity. Send resume in confidence to 
Charles Rodman, Rodman & Rod­
man, 7-11 South Broadway, White 
Plains, New York 10601. 

University town in Mid-U.S.A. 
needs another patent attorney with 10 
to 30 years experience. If working 
over a hundred miles from the nearest 
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big city appeals to you, send resume toR.R. 
Keegan, 130-G North College Avenue, 
Fayetteville, Arkansas 72701. I will reply 
promptly by telephone. 

Grimes & Battersby, an intellectual 
property law fmn in Stamford, Connecti­
cut, seeks associate attorneys with 3-6 
years experience in patent prosecution and 
litigation. Chemical or electrical back­
grounds prefermble. Please send resume in 
confidence to Gregory Battersby, Grimes 
& Battersby, 8 Stamford Forum. Stamford, 
cr,06901. 

. Robin, Blecker, Daley & Driscoll, a 
small midtown patent and trademark firm 
seeks an attorney with 3-5 patent experi­
ence with electronics background. Please 
submit resume in confidence to John 
Torrente, Robin. Blecker, Daley & 
Driscoll, 330 Madison Avenue,New York, 
NY 10017. (212) 682-9640. 

Two recent Soviet Immigrants, each 
with 20 years experience as patent exam­
iners in Moscow Patent Office and holding 
Masters Degrees in both engineering and 
patent examination, seek paralegal orother 
position in patent fmn or corporate patent 
department (203) 227-9604 

THE LITIGATION ASSISTANTTM 


Custom Computer Software for the Litigator 

This new software package runs on portable MS-DOS personal computers 

and includes modules for: 

- Document Abstracts - Deposition Transcripts 

- Full Text Documents - Trial Transcripts 

- Document Images - Exhibits 


all in a user-friendly environment. 


For additional information, call or write: 

Vortech Software 


P.O. Box 1169 

Stamford, CT 06904-1169 


(203) 358-7680 



