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Investigation No. 337-TA-68 

Notice of  Commission Determination and Order 

Notice i s  hereby given that the Commission, upon consideration of the 

presiding off icer 's  recommended determination and the record i n  t h i s  

proceeding, investigation No. 337-TA-68, Certain Surveying Devices, has 

determined (Chairman Alberger and COINIIiSSiOner Stern dissenting) that there i s  

a violation o f  section 337  of the Tariff A c t  of 1930 ( 1 9  U.S.C. 1 3 3 7 )  i n  the 

importation 9r sale of certain surveying devices w h i c h  infringe the sole claim 

of  U . S .  Letters Patent 3 , 1 7 2 , 2 0 5 ,  and has ordered that infringing surveying 

devices be excluded from entry into the United States for the term o f  the 

patent ( u n t i l  Mar. 9 ,  1 9 8 2 ) ,  unless the importation i s  licensed by the patent 

owner. me Commission also ordered that the surveying devices ordered t o  be 

excluded from entry are entitled to  entry into the United States under bond i n  

the amount of 32  percent ad valorem during the period that t h i s  action i s  

pending before the President. 

The Commission's order i s  effective on the date of publication of  t h i s  

notice i n  the Federal Register. 

reconsideration m u s t  do so w i t h i n  fourteen (14) days o f  service of  the 

Any party wishing t o  petition for 
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Commission determination. Such  petitions must  be i n  accord w i t h  section 

210.56 o f  the Commission rules ( 1 9  CFR 2 1 0 . 5 6 ) .  Any person adversely affected 

by a f i n a l  Commission determination may appeal s u c h  determination t o  the 

United States Court of  Customs and Patent Appeals. 

Copies of  the Commission's Determination, Order, and Memorandum Opinion 

(USITC Publication 1 0 8 5 ,  July 1980)  are available to  the p u b l i c  during 

o f f i c i a l  working hours a t  the Office of  the Secretary, United States 

International Trade Commission, 7 0 1  E Street ,  NW., Washington, D.C. 2 0 4 3 6 ,  

telephone (202) 523-0161. Notice of  the institution of the Canmission's 

investigation was published i n  the Federal Register of  July 5 ,  1979 ( 4 4  F.R. 

3 9 3 1 5 ) .  

Secretary 

Issued: July 7 ,  1980 



UNITED STATES INTERNATIONAL TRADE COMMISSION 
Washington, D.C. 

I n  t h e  Mat t e r  of . 1 
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CERTAIN SURVEYING DEVICES ) 
I n v e s t i g a t i o n  No. 337-TA-68 

NOTICE OF INVESTIGATION 

Not i ce  i s  hereby g iven  t h a t  a compla in t  was f i l e d  wi th  t h e  U . S .  

I n t e r n a t i o n a l  Trade Commission on May 1 7 ,  1979, and amended on June  4, 1979, 

under  s e c t i o n  337 o f  t h e  T a r i f f  Act  of 1930, a s  amended (19  U.S.C. 1337) ,  on 

b e h a l f  of Gammon R e e l ,  I n c . ,  San F r a n c i s c o ,  C a l i f o r n i a ,  a l l e g i n g  t h a t  u n f a i r  

methods of c o m p e t i t i o n  and u n f a i r  a c t s  e x i s t  i n  t h e  i m p o r t a t i o n  i n t o  t'iie 

United S t a t e s  of c e r t a i n  surveying  d e v i c e s ,  o r  i n  the i :  s a l e ,  by r eason  of t h e  

a l l e g e d  u n f a i r  a c t s ,  s p e c i f i e d  i n  t h e  compla in t ,  a s  fo l lows :  (1) coverage  of 

such s u r v e y i n g  d e v i c e s  by t h e  c l a i m  of U , S .  L e t t e r s  P a t e n t  No. 3,1.72,205, ( 2 )  

inducement t o  i n f r i n g e  t h e  c la im of s a i d  p a t e n t ,  ( 3 )  i n f r ingemen t  of 

c o m p l a i n a n t ' s  r e g i s t e r e d  t rademark ( R e g i s t r a t i o n  No. 1,019,8651, (4 )  f a l s e  

d e s i g n a t i o n  of o r i g i n ,  i n c l u d i n g  coun t ry  of o r i g i n ,  (5) appropr i a t i . on  of t r a d e  

dress,  (6) use  o f  know-how, and (7) p a s s i n g  o f f .  

The compla in t ,  as amended, a l l e g e s  t h a t  t h e  e f f e c t  o r  tendency of t h e  

u n f a i r  methods o f  compe t i t i on  and u n f a i r  a c t s  i s  t o  s u b s t a n t i a l l y  i n j u r e  an 

i n d u s t r y ,  e f f i c i e n t l y  and economical ly  o p e r a t e d ,  i n  t h e  Uni ted  S t a t e s .  

Complainant r e q u e s t s  permanent e x c l u s i o n  from e n t r y  i n t o  t h e  Uni ted  States of 

t h e  imports i n  q u e s t i o n  a f t e r  a f u l l  i n v e s t i g a t i o n .  
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701 E S t r e e t ,  N.W.,  Washington, D.C.  20436, and in the Commission's New York B 
B C i t y  office, 6 World Trade C e n t e r ,  New York, New York 10048. 

By order of the Commission. 

sec de t ary 

I ssued:  June 25, 1979 
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I n  the Matter of 

CERTAIN SURVEYING DEVICE 
I nve s t i g  a t ion NO. 337-TA-68 

COMMISSION DETERMINATION AND ORDER 

Introduction 

T h i s  report concerns the disposition by the U.S.  International Trade 

Commission of  investigation No. 337-TA-68 , Certain Surveying Devices, 

conducted pursuant t o  section 337  of the Tariff  A c t  o f  1930, as amended (19 

U.S .C .  1337). The investigation concerned alleged unfair methods of 

competition and unfair acts  i n  the unauthorized importation and sale i n  the 

United States o f  certain surveying devices. On June 2 4 ,  1 9 8 0 ,  the Commission 

determined (Chairman Alberger and Commissioner Stern dissenting) that there i s  

a violation of  section 337  i n  the importation or sale of certain surveying 

devices which  infringe the sole claim of  U . S .  Letters Patent 3 , 1 7 2 , 2 0 5 ,  and 

ordered that infringing surveying devices be excluded from entry into the 

United States for the term o f  the patent ( u n t i l  Mar. 9 ,  1 9 8 2 ) ,  unless the 

importation i s  licensed by the patent owner. 

The following Commission determination and order provide for the f i n a l  

disposition o f  the Commission's investigation on certain surveying devices. 

Determination 

Having reviewed 

Commission, Chairman 

1 9 8 0  , determined-- 

the record compiled i n  t h i s  investigation, the 

Alberger and Commissioner Stern dissenting, on June 2 4 ,  
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1. That w i t h  respect t o  t h e  respondent  i n  t h i s  i n v e s t i g a t i o n ,  there i s  a 

v i o l a t i o n  of s e c t i o n  337 o f  t h e  T a r i f f  A c t  o f  1930, as amended, i n  t h e  

importation and s a l e  by t h e  owner, importer, cons ignee ,  or a g e n t  o f  e i t h e r ,  of 

s u r v e y i n g  d e v i c e s  which i n f r i n g e  U.S. Letters P a t e n t  3,172,205, t h e  tendency 

of which i s  t o  s u b s t a n t i a l l y  i n j u r e  an  i n d u s t r y ,  e f f i c i e n t l y  and economica l ly  

operated, i n  t h e  Uni ted  S t a t e s ;  

2. That  t h e  a p p r o p r i a t e  remedy f o r  such  v i o l a t i o n  i s  t o  d i r e c t  t h a t  

s u r v e y i n g  d e v i c e s  manufactured abroad  which i n f r i n g e  U.S. Letters P a t e n t  

3 ,172,205 b e  excluded from e n t r y  i n t o  t h e  Uni ted  S t a t e s  for  t h e  term o f  s a i d  

p a t e n t ,  e x c e p t  where such i m p o r t a t i o n  is l i c e n s e d  by t h e  owner o f  s a i d  p a t e n t ;  

3. That ,  a f t e r  c o n s i d e r i n g  t h e  e f f e c t  o f  such e x c l u s i o n  upon t h e  p u b l i c  

h e a l t h  and w e l f a r e ,  c o m p e t i t i v e  c o n d i t i o n s  i n  t h e  U.S. economy, t h e  p r o d u c t i o n  

of l i k e  or d i r e c t l y  c o n p e t i t i v e  a r t i c l e s  i n  t h e  Uni ted  States,  and U.S. 

consumers,  such surveying  d e v i c e s  should  be excluded from e n t r y  f o r  t h e  term 

Of sa id  p a t e n t ,  e x c e p t  where such i m p o r t a t i o n  is l i c e n s e d  by t h e  owner of s a i d  

p a t e n t ;  and 

4 .  That  t h e  bond provided  f o r  i n  s u b s e c t i o n  ( g ) ( 3 )  o f  s e c t i o n  337 of t h e  

T a r i f f  A c t  o f  1930,  a s  amended, be i n  t h e  amount o f  32 p e r c e n t  a d  valorem of 

t h e  imported a r t i c l e  ( a d  valorem t o  b e  de te rmined  i n  accordance w i t h  sec. 402 

o f  t h e  T a r i f f  A c t  o f  1930,  a s  amended ( 1 9  U.S.C. 1 4 0 1 a ) ) .  

O r  der 

Accordingly,  it is  hereby  ordered-- 

1. That  s u r v e y i n g  d e v i c e s  which i n f r i n g e  U.S. Letters P a t e n t  3,172,205 

a re  excluded from e n t r y  i n t o  t h e  United S t a t e s  f o r  t h e  term of  s a i d  p a t e n t ,  

e x c e p t  where such  i m p o r t a t i o n  is l i c e n s e d  by t h e  owner of s a i d  p a t e n t ;  
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2 .  That surveying devices ordered t o  be excluded from entry are entitled 

t o  entry into the United States under bond i n  the amount o f  32 percent ad 

valorem (ad valorem t o  be determined i n  accordance w i t h  sec. 402 of  the Tariff 

A c t  of 1 9 3 0 ,  as amended (19  U.S .C.  1401a)) from the day af ter  t h i s  order i s  

received by the President pursuant t o  section 337(g) of the Tariff  A c t  of 

1 9 3 0 ,  as amended, u n t i l  s u c h  time as the President notif ies  the Commission 

that he approves or disapproves t h i s  action, b u t ,  i n  any event, not later  than 

6 0  days af ter  the date o f  receipt;  

3.  That notice of  t h i s  order be published i n  the Federal Register and 

that t h i s  order and the opinion i n  support thereof be served upon each party 

Of record i n  t h i s  investigation and upon the Department o f  Health and Human 

Services, the U . S .  Department of Justice, the Federal Trade Commission, and 

the Secretary o f  the Treasury; and 

4 .  That the Commission may amend t h i s  order a t  any time. 

By order of  the Commission. 

d!d 
Kenneth R. %son 
Secret a ry 

Issued: July 7, 1980 





O P I N I O N  OF VICE CHAIRMAN MICHAEL J .  CALHOUN AND 
COMMISSIONERS GEORGE M. MOORE AND CATHERINE BEDELL 

P r o c e d u r a l  h i s t o r y  

The compla in t  forming t h e  b a s i s  of t h i s  i n v e s t i g a t i o n  was f i l e d  w i t h  t h e  

Commission on May 1 7 ,  1979, on behal f  of Gammon Reel, I n c . ,  San F r a n c i s c o ,  

C a l i f o r n i a  ( h e r e i n a f t e r  compla inant ) .  An amendment t o  t h e  compla in t  was f i l e d  

on June 4 ,  1979. The compla in t ,  a s  amended, a l l e g e d  u n f a i r  methods of 

c o m p e t i t i o n  and u n f a i r  a c t s  i n  t h e  u n a u t h o r i z e d  i m p o r t a t i o n  o f  c e r t a i n  

surveying  d e v i c e s  i n t o  t h e  United S t a t e s ,  or i n  t h e i r  sa le ,  by r e a s o n  of 

(1) t h e  i n f r i n g e m e n t  o f  t h e  c l a i m  o f  U.S. L e t t e r s  P a t e n t  3,172,205 ( t h e  '205 

p a t e n t )  i s s u e d  to  complainant  on March 9 ,  1965: ( 2 )  inducement t o  i n f r i n g e  t h e  

claims o f  s a i d  p a t e n t ;  ( 3 )  i n f r i n g e m e n t  o f  c o m p l a i n a n t ' s  r e g i s t e r e d  trademark 

( R e g i s t r a t i o n  No. 1,019,865)  ; ( 4 )  f a l s e  d e s i g n a t i o n  of o r i g i n ,  i n c l u d i n g  

c o u n t r y  o f  o r i g i n ;  ( 5 )  a p p r o p r i a t i o n  o f  trade dress;  ( 6 )  u s e  o f  know-how; and 

(7) p a s s i n g - o f f .  

a l l e g e d  u n f a i r  methods of c o m p e t i t i o n  and u n f a i r  acts  i s  t o  d e s t r o y  or 

s u b s t a n t i a l l y  i n j u r e  an i n d u s t r y ,  e f f i c i e n t l y  and economical ly  o p e r a t e d ,  i n  

t h e  Uni ted  States.  

The compla in t  a l l e g e d  t h a t  t h e  e f f e c t  or tendency of t h e  

The Commission i n s t i t u t e d  t h e  i n v e s t i g a t i o n  on June  1 2 ,  1979. Notice o f  

t h e  i n v e s t i g a t i o n  was p u b l i s h e d  i n  t h e  F e d e r a l  R e g i s t e r  of  J u l y  5 ,  1979 ( 44  

F.R. 39315).  Named a s  respondent  i n  t h e  n o t i c e  of i n v e s t i g a t i o n  was John 

Woods Survey Equipment, L td . ,  Scarborough,  O n t a r i o ,  Canada. Respondent 

appeared  and p a r t i c i p a t e d  a s  a p a r t y  to  t h e  i n v e s t i g a t i o n .  
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Upon institution, this investigation was referred to an administrative 

law judge ( A M ) .  A hearing in accord with 5 U.S.C. 551 et seq. was held 

before the administrative law judge on January 2 2 - 2 5 ,  1980. On March 2 5 ,  

1980, the administrative law judge, as required under the Commission's rules, 

submitted to the Commission his recommended determination containing proposed 

findings of fact and conclusions of law and an opinion with respect thereto. 

In his recommended determination, the administrative law judge 

recommended that the Commission determine that there is a violation of section 

337 by reason of the unauthorized importation into the United States and sale 

therein of certain surveying devices which infringe U.S. Letters Patent 

3,172,205 with the effect or tendency to substantially injure an industry, 

efficiently and economically operated, in the United States. He also 

recommended that the Commission find that respondent has induced others to 

infringe the patent. 

and enforceable and rejected respondent's arguments that the patent was 

invalid because of prior use and obviousness, that respondent's device was 

noninfringing, that there is no domestic industry because complainant's device 

is not made in accord with the claim of the patent, and, assuming an industry, 

that there is no effect or tendency to substantially injure an industry in the 

United States. 

More specifically, the ALJ found the patent to be valid 

The administrative law judge also made recommended determinations, all in 

the negative, concerning four other alleged unfair methods of competition and 

unfair acts--(l) no infringement of complainant's registered trademark 

(Registration No. 1,019,865) , ( 2 )  no false designation of origin, including 
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country of origin, (3)  no misappropriation of trade dress, and ( 4 )  no passing 

off. 

forth in the notice of investigation--use of know how. The issue was not 

addressed by the parties during the trial. 

The administrative law judge did not address an additional issue set 

Following receipt of the recommended determination, the Commission on May 

7, 1980, held a public hearing for the purposes of (1) hearing oral argument 

concerning the ALJ's recammended determination, and ( 2 )  hearing presentations 

concerning relief, bonding, and the public interest in the event the 

Commission were to determine that there is a violation of section 337. Both 

complainant and respondent participated in that hearing and both filed 

posthear ing briefs. 

Violation of section 337 

Having considered the administrative record in this proceeding, including 

the administrative law judge's recommended determination, the transcript of 

the Commission hearing of May 7, 1980, and the written submissions, we have 

determined that there is a violation of section 337 in the importation into or 

sale in the United States of certain surveying devices which infringe 

conplainant's U.S. Letters Patent 3,172,205. We have determined in the 

negative with respect to the five other alleged unfair methods of competition 

and unfair acts--that is, (1) no infringement of complainant's registered 

trademark No. 1,019,865; (2) no false designation of origin, including country 

of (3)  no misapnropriation of trade dress, ( 4 )  no passing off, and (5) 

no use of know how. 

law of the administrative law judge, more fully discussed below, to the extent 

We hereby adopt the findings of fact and conclusions of 
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n o t  i n c o n s i s t e n t  w i t h  t h i s  op in ion .  The r e a s o n s  for o u r  f i n d i n g s  are  as 

f o l l o w s ,  

P a t e n t e d  a r t i c l e  

The p r o d u c t  i n  q u e s t i o n  i s  d e s c r i b e d  i n  t h e  ALJ's f i n d i n g s  of  f a c t  6-14. 

I t  is a s m a l l ,  hand-held surveying  d e v i c e  approximate ly  t h e  s i z e  and shape o f  

a tape measure or l a d y ' s  compact. L/ Such d e v i c e s  have been manufactured w i t h  

a metal hous ing ,  a l t h o u g h  b o t h  c o m p l a i n a n t ' s  and r e s p o n d e n t ' s  d e v i c e s  u t i l i z e  

p l a s t i c  housings.  2/ Both c o m p l a i n a n t ' s  and r e s p o n d e n t ' s  d e v i c e s  a re  f o r  u s e  

w i t h  a plumb bob. 2/ Wre s p e c i f i c a l l y - -  

The surveying  d e v i c e  c o n s i s t s  of an  o u t e r  case formed of two 
pieces. One p i e c e  forms a cover  f o r  t h e  o t h e r .  The second p i e c e  
d e f i n e s  a c e n t e r  of g r a v i t y  w i t h  a c e n t e r  a x i s  t h a t  e x t e n d s  upward 
to  a b u t  t h e  cover  when t h e  cover  is i n  p l a c e .  A spr ing-b iased  ree l  
i-s mounted on t h i s  a x i s  w i t h  a cord wound t h e r e a b o u t .  Normally, t h e  
cord is  retracted i n t o  t h e  covered c a v i t y .  Tension on a plumb bob, 
attached t o  t h e  cord, w i l l  draw t h e  cord o u t  so t h a t  t h e  case, which 
h a s  a t a r g e t  on one s u r f a c e  t h e r e o f ,  and t h e  plumb bob may b e  used 
i n  c o n j u n c t i o n  w i t h  a datum i n  surveying .  

The surveying  d e v i c e  h a s  a t a r g e t  and a c o r d  g u i d e  means on i t s  
f a c e ,  and a p r o j e c t i o n  c a l l e d  a "boss" on i ts  back s i d e .  The b o s s  
is used to  loop  t h e  c o r d  and hold  t h e  t a r g e t  i n  a v e r t i c a l  p o s i t i o n  
r e l a t i v e  t o  t h e  plumb bob. 

* * *  

The r e t r a c t a b i l i t y  of t h e  cord e l i m i n a t e s  t h e  need €or r o l l i n g  
If t h e  c o r d  were n o t  r o l l e d  up, i t  

R e t r a c t a b i l i t y  e l i m i n a t e s  t h e  need t o  have a knot  i n  t h e  

up t h e  s t r i n g  on t h e  plumb bob. 
would t r a i l  i n  mud or could  become e a s i l y  t a n g l e d  i n  tools or 
brush .  
s t r i n g  w h i l e  s e t t i n g  u p  i n s t r u m e n t s .  i/ 

- 1/ F i n d i n g  o f  f a c t  7, Recommended Determina t ion  ( h e r e i n a f t e r  R . D . ) ,  a t  p. 4 4 .  
2/ Id.  
- 3/ F i n d i n g  of f a c t  8 ,  R.D.,  a t  p. 4 4 .  
- 4/  F i n d i n g s  of f a c t  9 ,  1 0 ,  and 1 2 ,  R.D. ,  a t  PP- 44-45. 

- 
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A drawing o f  the device i s  s e t  forth below. 

March 9, 1965 N. P. GAMMON 3,172,205 
SURVEYING DEVICE 

Filed JM. 15, 1962 

Patent validity 

Respondent challenged the validity of the Gammon patent on two grounds-- 

(1) the patent was i n  p u b l i c  use i n  t h i s  country more than 1 year prior to the 

date of the patent application, and ( 2 )  the patent should not have been 

granted because o f  obviousness. 

Invalid because of prior use. Respondent challenged the correctness of 

findings of fac t  3 1 - 3 4 ,  w h i c h  concern a f i n d i n g  that use by others of 

complainant's device more than 1 year prior to  the f i l i n g  of the patent 

application was "essentially experimental" i n  nature and not the proscribed 
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"use" of  the patent laws. &/ (See 35 U.S.C. 102(b)--loss of  r i g h t  t o  an 

invention i f  " i n  p u b l i c  use , . . i n  th i s  country, more t h a n  one year prior t o  

the date of  the application for patent i n  the United States , , . ' I )  

I n  the present case, the administrative law judge found that a model 

surveying device was given t o  a Mr. Baker by the inventor more than 1 year 

prior t o  the f i l i n g  o f  the patent application "for use on a surveying job s i t e  

so that a f a i r  and unbiased opinion o f  the device's operation and usefulness 

could be obtained," 2/ and that s u c h  use was "for solely experimental 

purposes." 2/ He also  found that the witnessing by 45  people o f  the use by 

Mr. Baker o f  the surveying device d i d  not a l ter  the essentially experimental 

nature o f  that use, A/ nor d i d  the fac t  that the device became worn during the 

use by Mr. Baker, I/ Finally,  the administrative law judge found that there 

was no sale  of  the a r t i c l e  i n  t h i s  country more than 1 year prior to the date 

of the patent application. g/ 

presiding o f f i c e r ' s  f i n d i n g s  that the use was experimental. I/ 

Respondent, as noted above, contests the 

I n  the above regard, dhe inventor (Mr. Gammon) tes t i f i ed  that h i s  

surveying party chief  (Mr. Baker) used the device for 3 days around A p r i l  

1 9 6 0 ,  and that he (Mr. Gammon) took it  back af ter  3 days because of wear on 

the metal. - 8/ He tes t i f i ed  that he l e t  Mr. Baker use the reel  because "I 

wanted to f i n d  somebody else 's  opinion that would be impartial." ?/ The 

- 1/ Respondents exceptions t o  the Recommended Determination, a t  P. 1 2 .  
2/ F i n d i n g  of fact  3 1 ,  R . D . ,  a t  p. 4 8 .  
- 3/ F i n d i n g  of fact  3 2 ,  R.D., a t  p. 4 8 .  
4/ F i n d i n g  o f  fact  3 3 ,  R.D. , a t  p. 4 8 .  
- 5/ F i n d i n g  of fact  3 4 ,  R.D. ,  a t  p. 4 8 .  
6/ F i n d i n g  of fac t  3 5 ,  R.D. ,  a t  p. 4 9 .  
- 7/ Respondent's exceptions, a t  p. 1 2 .  
- 8/ Transcript o f  hearing, a t  pp. 26, 179.  
9/ Id. , a t  p. 178 .  

- 

- 
- 

- 
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inventor tes t i f i ed  that he himself had tested the reel  a t  home, but  he could 

not r e c a l l  testing i t  on the job himself. I/ He also test i f ied that the 45 

persons who had witnessed the device had Seen it on or about April 6 ,  1 9 6 0 ,  

and that he received a number o f  compliments on the idea. 2/ The record i s  

devoid o f  other information concerning s u c h  prior use. 

F i r s t  of  a l l ,  we recognize that there i s  a statutory presumption that a 

patent i s  valid. The burden o f  establishing invalidity f a l l s  on the party 

asserting it. More specif ical ly,  35 U.S.C. 282 provides-- 

A patent shall  be presumed valid. E a c h  claim of a patent 
(whether i n  independent, dependent, or multiple dependent form) 
shall  be presumed valid independently of the validity of other 
claims; dependent or multiple dependent claims shall  be presumed 
valid even though dependent upon an invalid claim. 
establishing invalidity of a patent or any claim thereof shall  r e s t  
on the party asserting such  invalidity. 

The burden o f  

The burden of  proving invalidity i s  "heavy" and invalidity m u s t  be 

demonstrated "by clear and convincing proof." Trio Process Corp. v. 

Goldstein's Sons, I n c .  , 4 6 1  F.2d 6 6 ,  7 0  ( 3 d  Cir. 1 9 7 2 )  , cert .  denied 409 U . S .  

997 (1972). 

The general rule regarding p u b l i c  use i s  that expressed i n  the statute-- 

the invention was . . . i n  p u b l i c  use or on sale i n  t h i s  country, 
more than one year prior t o  the date of  the application i n  the 
United States . . . . (35 U.S.C. 1 0 2 ( b ) ) .  

The courts have given the term p u b l i c  use "an extraordinarily broad 

meaning." 3/ The leading Supreme Court case on t h i s  point i s  the 1881 case of  

Egbert v. Lippmann. A/ I n  that case, the inventor had given a novel corset 

- 1/ I d . ,  a t  p. 179. 
- 2/ I d . ,  a t  p. 180. 
3/ Watson v. Allen, 254 F.2d 342, 345 (D.C. Cir 1958). The opinion was 

- 4/ 104 U.S. 333 (1881). 
written by Circuit Judge Burger, who i s  now the Chief Justice. 
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s tay t o  a lady fr iend,  and the Court found the s tay t o  be i n  public u s e  

notwithstanding the f a c t  tha t  there was but one user, tha t  the invention was 

given without p r o f i t ,  or t ha t  i t  was hidden from the general publ ic 's  eye. 

The courts  have engrafted onto the s t a t u t e  a well established exception 

t o  the e f f e c t  t h a t  public use does not bar a patent where t h a t  use is  

incidental  t o  an experiment. IJ The leading experimental use case i s  C i t y  of 

Elizabeth v. American Nicholson Pavement Co., an 1877 Supreme Court 

decision. - 2/ 

wooden pavement for a 6-year period pr ior  t o  the f i l i n g  of the patent 

I n  tha t  case the Court held tha t  public use of an improved 

application was not a bar t o  pa ten tab i l i ty  because s u c h  use was i%ncidental t o  

expe r imen t. 

The burden of establishing experimental use f a l l s  on the inventor. Once 

a prima facie  case of p u b l i c  use or s a l e  more than 1 year pr ior  t o  the f i l i n g  

Of the application has been established, t h e  inventor bears a "heavy burden" 

of establishing "by affirmative and convincing proof" tha t  the alleged public 

use or sa le  was Ira d i r e c t  pa r t  of or necessarily incident t o  the 

experimentation exempted from the e f f ec t  of the s t a tu t e . "  2/. The inventor 

m u s t  show tha t  the experimental motive predominates, and t h i s  is basically a 

question of the inventor 's  intent .  A/ 
The Southern D i s t r i c t  of New York, i n  determining tha t  use of an 

electronic  computer more than 1 year pr ior  t o  the f i l i n g  of the application 

1/ See Watson v. Allen, supra a t  p. 345. See a l so  Application of Blaisdel l ,  

- 2/ 97 U.S. 1 2 6  ( 1 8 7 7 ) .  
- 3/ Application of Blaisdel l ,  supra, a t  p, 784. 
4/  I n  r e  Yarn Processing Patent V a l i d i t y  Li t igat ion,  498 F.2d 2 7 1  ( 5 t h  Cir. 

2 4 2  F.2d 7 7 9 ,  783 (C.C.P.A. 1 9 5 7 ) .  

i g i 4 ) .  
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was experimental and not a bar t o  pa ten tab i l i ty ,  considered several  factors  

which prove helpful i n  t h e  present context (Sperry Rand Corp. v. Bell  

Telephone Laboratories, Inc.  , 208 F.Supp. 598 (S.D.N.Y.  1 9 6 2 ) ) .  The court  

considered the absence of the inventor 's  attempt t o  p r o f i t  a t  t h i s  point i n  

time important. L/ The court  a l so  considered it  important t h a t  problems rL,n 

on the computer were of a t e s t  nature, rather than p rac t i ca l  nature; tha t  

answers were not checked for accuracy; t h a t  a Government o f f i c i a l  d i d  not 

recommend acceptance of the computer more than 1 year pr ior  t o  the f i l i n g ;  and 

tha t  numerous manufacturing defects were found and corrected during the 

experimental period. 2/ 

We agree w i t h  the f i n d i n g s  and conclusions of the administrative law 

judge t h a t  the public use of the r e e l  by Mr. Baker was experimental and of a 

t es t  nature. We believe it  i s  par t icu lar ly  relevant i n  t h i s  regard tha t  Mr. 

Gammon was seeking "somebody e l s e ' s  opinion," t h a t  t h e  t e s t  las ted only 3 

days, t ha t  Mr. Gammon took the r e e l  back a f t e r  3 days because of problems w i t h  

the  device (metal wear), and tha t  there i s  no evidence of an attempt t o  s e l l  

or p r o f i t  from the device during the period. We f i n d  t ha t  complainant has 

s a t i s f i e d  h i s  burden of proving t h a t  t h e  use was experimental. 

Invalid because of obviousness. Respondent argued tha t  f indings of f a c t  

43-44 a re  incorrect i n  t h a t  (1) the pr ior  a r t  and "simultaneous invention" (by 

John Woods, president of respondent) show obviousness, a.nd ( 2 )  respondent has 

met h i s  burden of proof a s  t o  obviousness. A/ 

1/ Sperry Rand Corp. v. B e l l  Telephone Laboratories, Inc . ,  208 F.Supp. 598, 

- 2/ Id . ,  a t  pp. 604-05. 
- 3/ Respondent's exceptions, a t  pp. 12-13 

6 0 7  ( S . D . N . Y .  1 9 6 2 ) .  
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Respondent n o t e s  t h e  p r e s i d i n g  o f f i c e r ' s  c o n c l u s i o n  t h a t  Woods and Gammon 

developed t h e i r  s u r v e y i n g  d e v i c e s  "almost s i m u l t a n e o u s l y "  i n  r e s p o n s e  t o  t h e  

same problem ( t h e  plumb bob s p r i n g  g e t t i n g  e n t a n g l e d  or i n  t h e  way d u r i n g  

s u r v e y i n g ) ,  L/ b u t  asser ts  t h a t  t h e  p r e s i d i n g  of f icer  h a s  d i s m i s s e d  such 

"s imultaneous i n v e n t i o n "  as n o t  i n d i c a t i n g  obviousness  n o t w i t h s t a n d i n g  law t o  

t h e  c o n t r a r y .  2/ 

Complainant,  i n  r e b u t t i n g  r e s p o n d e n t ' s  a l l e g a t i o n  of obviousness ,  

a s s e r t e d  t h a t  respondent  offered no e v i d e n c e  and made no argument a t  t h e  

h e a r i n g  b e f o r e  t h e  a d m i n i s t r a t i v e  law judge t h a t  t h e  P a t e n t  Office was wrong 

i n  i s s u i n g  t h e  p a t e n t .  ?/ Complainant a rgued  t h a t  t h e  35 U.S.C. 282 

presumption of v a l i d i t y  t h u s  p r e v a i l s .  A/ 
S e c t i o n  103  o f  35 U.S.C. requires t h a t  an  i n v e n t i o n ,  t o  be p a t e n t a b l e ,  

m u s t  be non-obvious-- 5/ 

A p a t e n t  may n o t  be o b t a i n e d  though t h e  i n v e n t i o n  i s  n o t  
i d e n t i c a l l y  d i s c l o s e d  or d e s c r i b e d  a s  s e t  f o r t h  i n  s e c t i o n  102 of 
t h i s  t i t l e ,  i f  t h e  d i f f e r e n c e s  between t h e  s u b j e c t  m a t t e r  sought  t o  
b e  p a t e n t e d  and t h e  prior a r t  a r e  such t h a t  t h e  subject matter a s  a 
whole would have been obvious  a t  t h e  time t h e  i n v e n t i o n  was made t o  
a p e r s o n  having o r d i n a r y  s k i l l  i n  t h e  a r t  t o  which s a i d  s u b j e c t  
m a t t e r  p e r t a i n s .  
i n  which t h e  i n v e n t i o n  was made. 

P a t e n t a b i l i t y  s h a l l  n o t  b e  n e g a t i v e d  by t h e  manner 

- 1/ I d . ,  a t  p. 2 4 ,  r e f e r r i n g  t o  p. 21 o f  t h e  recommended d e t e r m i n a t i o n .  
- 2/ Respondent 's  e x c e p t i o n s ,  a t  pp. 24-25. 
3/ Complainant ' s  response  t o  r e s p o n d e n t ' s  p o s t h e a r i n g  b r i e f ,  f i l e d  Feb. 2 9 ,  

- 4/ Id.  
5/ Nonobviousness i s  one  of  t h r e e  e x p l i c i t  c o n d i t i o n s  of p a t e n t a b i l i t y .  

19T0, a t  p. 9.  

other two are  n o v e l t y  and u t i l i t y  as d e f i n e d  i n  35 U.S.C. 1 0 1  and 102. 
Graham v. John  Deere Co., 383 U.S. 1, 1 2  (1966) .  Pr ior  publ ic  use,  d i s c u s s e d  
i n  t h e  p r e v i o u s  s e c t i o n ,  g o e s  t o  t h e  q u e s t i o n  of  novel ty- - tha t  is, an 
i n v e n t i o n  i n  p u b l i c  use more t h a n  1 y e a r  pr ior  t o  t h e  f i l i n g  of a p a t e n t  
a p p l i c a t i o n  h a s  lost  i t s  n o v e l t y  ( u n l e s s  t h e  use was e x p e r i m e n t a l ) .  

The 
See 
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Section 103 was added t o  the patent law by the Patent A c t  of 1952.  I t  

represented a codif icat ion of a concept engrained i n  the case law for more 

than 100 years. J/ I t  involved i n  par t icular  the codification of standards 

la id  down by the Supreme Court i n  Hotchkiss v. Greenwood, 52 U.S. (11 How.) 

248 (1850) , the porcelain doorknob case. 2/ - 
The leading'case on section 103 is Graham v. John Deere Co., 383 U.S. 1 

(1966). I n  tha t  case the Court discussed the concept of obviousness and s e t  

for th  guidelines i n  the form of "basic fac tua l  inquir ies"  t o  be made i n  

determining obviousness. >/ The Court said tha t  under section 103-- 

the scope and content of the pr ior  a r t  a r e  t o  be determined; 
differences between the pr ior  a r t  and the claims a t  issue a re  t o  be 
ascertained; and the leve l  of ordinary s k i l l  i n  the per t inent  a r t  
resolved. Against t h i s  background, the obviousness or 
nonobviousness of t h e  subject matter is  determined. - 4/ 

The Court i n  Graham a l so  enumerated cer ta in  secondary considerations t o  be 

taken in to  account, s u c h  a s  commercial success, long f e l t  b u t  unsolved needs, 

and f a i lu re  of others.  2/ The Court said tha t  such  consideration might  be 

used t o  give l i g h t  t o  the circumstances surrounding the or ig in  of the subject 

matter sought t o  be patented. - 6/ The Court reaffirmed these c r i t e r i a  i n  

Sakraida v. Ag Pro, Inc. ,  425 U.S. 273 (1976). The courts have referred t o  

the f i r s t  three t e s t s  (scope and content of the pr ior  a r t ,  e tc .  , reproduced 

1/ See P. J. Federico, "Commentary on the New Patent Act," published i n  35 
u.S.C. , a t  p. 20. 

2/ The Court i n  Hotchkiss held tha t  the use of a known substance, porcelain 
o r c l a y  ( i n  place of wood or metal) , i n  combination w i t h  a known mechanism (a  
doorknob mechanism) was obvious and nonpatentable. 

3/ Graham v. John Deere Co. , supra , a t  p. 17. 
- 4/ Id. 
- 5/ Id. 
- 6/ Id. , a t  pp. 17-18. 

- 
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above) as the "three mandatory c r i t e r i a "  and have referred t o  the secondary 

considerations as  "permissive. 'I L/ 
I n  the present case the administrative law judge found that despite the 

nearly simultaneous invention of a substantially similar device by respondent 

i n  Canada, complainant's device i s  not i n  and of  i t s e l f  proved to be 

obvious. 2/ 

met the substantial showing necessary to rebut the 3 5  U.S.C. 282  presumption 

of validity regarding complainant's patent, - 3/ 

The administrative law judge concluded that respondent has not 

I n  f i n d i n g  that respondent had not proven obviousness, the administrative 

law judge applied the t e s t s  of  Graham and concluded that respondent had 

provided insufficient evidence t o  overcome the statutory presumption of 

validity. - 4/ 

by one w i t h  ordinary s k i l l  i n  t h e  pert inent  a r t  of  the scope and content of 

the prior a r t ,  that respondent d i d  not adduce evidence o f  record t o  define the 

level of ordinary s k i l l  i n  the pertinent a r t ,  and the respondent d i d  not 

secure an opinion o f  obviousness w i t h  respect t o  the Gammon patent from 

Someone qualified a t  that level  of  s k i l l .  - 5/ 

c i ted three other patents, a l l  of  w h i c h  were references cited by the patent 

examiner, and a fourth patent, the Zelnick patent, not c i ted by the 

examiner. i/ 
Patent was more pertinent than the prior a r t  before the examiner, and, 

He found that the record was devoid o f  any opinion or discussion 

He noted that respondent had 

He found the record t o  be devoid o f  any showing that the Zelnick 

- 1/ See Universal Athletic Sales Co. v. American Gym, 5 4 6  F.2d 5 3 0 ,  5 4 1  ( 3 d  
1 9 7 6 )  , cert .  denied, 4 3 0  U.S. 984 ( 1 9 7 7 ) .  
F i n d i n g  of  fact  4 3 ,  R . D . ,  a t  p. 50. 
F i n d i n g  of  fact  4 4 ,  R . D . ,  a t  p. 50.  
Opinion of  the administrative law judge, R.D., a t  pp. 18-19. 
Id., a t  p. 19.  
Id. 
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f u r t h e r ,  he found t h e  r e c o r d  t o  b e  devoid of any showing of  how any o f  t h e  

four p a t e n t s  t e a c h e s  or d i f f e r s  from t h e  C l a i m  of c o m p l a i n a n t ' s  p a t e n t .  1/ 

concluded t h a t  t h e  s t a t u t o r y  presumption of p a t e n t  v a l i d i t y  was s t r e n g t h e n e d  

H e  - 

r a t h e r  t h a n  r e b u t t e d  where p r i o r  a r t  r e f e r e n c e s  were b e f o r e  t h e  examiner.  2/ - 
The a d m i n i s t r a t i v e  law judge a l so  rejected r e s p o n d e n t ' s  c o n t e n t i o n  t h a t  

t h e  p a t e n t  was obvious  and t h e r e f o r e  i n v a l i d  because i t  c o n s i s t e d  o f  a 

combinat ion o f  o ld  e l e m e n t s  which f a i l e d  t o  produce a s y n e r g i s t i c  

e f f e c t - - i . e . ,  t h e  whole does n o t  exceed t h e  sum of i t s  p a r t s .  3/ H e  found - 
r e s p o n d e n t ' s  a s s e r t i o n  t o  be unsupported by competent e v i d e n c e  ( o t h e r  t h a n  t h e  

a forement ioned  p r i o r  a r t  p a t e n t s ,  which were a t t a c h e d  t o  r e s p o n d e n t ' s  answer 

t o  t h e  amended c o m p l a i n t ) .  A/ H e  found t h a t  such an  " incomplete"  d e f e n s e  

"hard ly  r ises  t o  t h e  l e v e l  o f  c l e a r  and convinc ing  ev idence"  n e c e s s a r y  t o  

r e b u t  t h e  presumption of  v a l i d i t y  under 35 U.S.C. 282. 2/ 

F i n a l l y ,  t h e  a d m i n i s t r a t i v e  law judge concluded t h a t  t h e  f a c t  o f  n e a r  

s imul taneous  i n v e n t i o n  of t h e  Gammon and Woods d e v i c e s  and t h e  c o i n c i d e n t  

optimum c o n d i t i o n s  f o r  such  i n n o v a t i o n  by r o u t i n e  e x p e r i m e n t a t i o n  d i d  n o t  

n e g a t e  unobviousness .  i/ 
We a g r e e  w i t h  t h e  a d m i n i s t r a t i v e  law judge t h a t  respondent  h a s  n o t  

provided  s u f f i c i e n t  e v i d e n c e  t o  e s t a b l i s h  obviousness  w i t h i n  t h e  meaning o f  35 

U.S.C. 103  and t o  r e b u t  t h e  v a l i d i t y  presumption of 35 U.S.C. 282. There is 

~~~ 

- 1/ Id.  
2/ Id., c i t i n g  Laser Alignment v. Woodruff & Sons, 491 F.2d 866,  871  ( 7 t h  

C i r .  1974) , cer t .  d e n i e d  419 U.S. 874 (1974) : and U n i v e r s a l  A t h l e t i c  Sales Co. 
v. American Gym, supra, a t  p. 540. 

r e s p o n d e n t ' s  b r i e f ,  p. 15.  

1 9 z 7 ) ,  cert .  d e n i e d  390 U.S. 988 (1968) .  

3/ Opinion o f  a d m i n i s t r a t i v e  law judge ,  R.D. ,  a t  p.  1 9 ,  r e f e r r i n g  t o  

- 4/ Opinion o f  a d m i n i s t r a t i v e  law judge,  R.D. ,  a t  p. 20. 
5/ Id . ,  c i t i n g  FMC Corp. v. F.E. Myers & Bro. Co . ,  384 F.2d 4,  1 0  ( 6 t h  C i r .  

- 6/ Opinion o f  a d m i n i s t r a t i v e  law judge,  R.D. ,  a t  p. 21. 
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l i t t l e  e v i d e n c e  i n  t h e  record concern ing  t h e  three c r i t e r i a  s e t  f o r t h  i n  

Graham--that is, concern ing  t h e  scope and c o n t e n t  of t h e  p r i o r  a r t ,  

d i f f e r e n c e s  between t h e  p r i o r  a r t  and claims o f  t h e  s u i t  p a t e n t ,  and t h e  l e v e l  

of o r d i n a r y  s k i l l  i n  t h e  p e r t i n e n t  a r t .  

presumption of  v a l i d i t y  i s  heavy and is s a t i s f i e d  o n l y  on  t h e  b a s i s  of  c l e a r  

and convinc ing  evidence.  The r e c o r d  i s  devoid of such  evidence.  We a l s o  

a g r e e  w i t h  t h e  a d m i n i s t r a t i v e  law j u d g e ' s  f i n d i n g  t h a t  t h e  s imul taneous  

i n v e n t i o n  o f  t h e  d e v i c e  by Gammon and Woods does n o t  i n  and of  i t s e l f  

e s t  ab  1 i s h  obv iousne  s s . 

The burden of overcoming t h e  

The f a c t s  o f  t h e  p r e s e n t  c a s e ,  when viewed i n  terms of t h e  secondary 

c o n s i d e r a t i o n s  set  f o r t h  i n  Graham, f u r t h e r  s u p p o r t  a f i n d i n g  t h a t  t h e  Gammon 

i n v e n t i o n  was nonobvious. 

s u c c e s s f u l .  F u r t h e r ,  t h e  d e v i c e  m e t  a need and r e s o l v e d  a problem f a c i n g  

s u r v e y o r s  for  some time--it r e s o l v e d  t h e  problem of what t o  do w i t h  t h e  s t r i n g  

on t h e  plumb bob, which  e i the r  had to  be rol led up or e lse  g o t  i n  t h e  way, and 

was p e r h a p s  s t e p p e d  on, e n t a n g l e d  i n  bushes,  or caught  i n  t h e  surveying  

ins t rument .  _1/ 

The i n v e n t i o n  c l e a r l y  h a s  been commercial ly  

Infr ingement/ inducement  t o  i n f r i n g e  

Respondent a c c e p t s  f i n d i n g s  of fac t  45-56 , which, among other t h i n g s ,  

describe s e v e r a l  ways i n  which t h e  c l a i m  o f  c o m p l a i n a n t ' s  p a t e n t  r e a d s  o n  

r e s p o n d e n t ' s  p roduct :  b u t  respondent  c o n t e s t s  f i n d i n g s  of f a c t  56-61 , which 

concern  t h e  absence  o f  a f u n c t i o n a l  f r o n t  c o r d  g u i d e  on  t h e  f a c e  of  t h e  Woods 

( r e s p o n d e n t ' s )  device .  - 2/ Respondent s t a t e s  t h a t  t h e  p a t e n t  r e q u i r e s  a 

1/ See t r a n s c r i p t  of l-kkt-ing of Jan.  2 2 ,  1980 ,  a t  pp. 18-19. 

- 2/ Respondent 's  e x c e p t i o n s ,  a t  p. 13.  

See a lso 
f i n d i n g  of f a c t  1 2 ,  R.C,, a t  p. 45. 
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f u n c t i o n a l  c o r d  g u i d e ,  A/ and t h a t  n e i t h e r  i t s  nor  c o m p l a i n a n t ' s  p r e s e n t  

d e v i c e s  i n c o r p o r a t e  such  a guide.  2/ I n  f i n d i n g  inf r ingement  and inducement 

t o  i n f r i n g e ,  t h e  a d m i n i s t r a t i v e  l a w  judge found t h a t  ' I (  e) ach and e v e r y  e lement  

or i t s  e q u i v a l e n t "  recited i n  c o m p l a i n a n t ' s  p a t e n t  " is  embodied i n  t h e  

r e s p o n d e n t ' s  p r o d u c t  when t h e  la t ter  is used w i t h  a plumb bob." 3/ - 
Respondent a l so  objects t o  f i n d i n g  of f a c t  8 9 ,  under t h e  topic o f  

domestic i n d u s t r y ,  where t h e  a d m i n i s t r a t i v e  law judge found compla inant  t o  be 

producing t h e  " f u n c t i o n a l  e q u i v a l e n t "  of  t h e  i n v e n t i o n  d i s c l o s e d  i n  t h e  

p a t e n t .  A/ 
The law concern ing  i n f r i n g e m e n t  and inducement t o  i n f r i n g e  is set f o r t h  

i n  35 U.S.C. 271 a s  follows-- 

(a) Except  a s  o t h e r w i s e  provided  i n  t h i s  t i t l e ,  whoever w i t h o u t  
a u t h o r i t y  makes, u s e s  or s e l l s  any p a t e n t e d  i n v e n t i o n ,  w i t h i n  t h e  
United S t a t e s  d u r i n g  t h e  term of t h e  p a t e n t  t h e r e f o r ,  i n f r i n g e s  t h e  
p a t e n t .  

( b )  Whoever a c t i v e l y  induces  i n f r i n g e m e n t  of a p a t e n t  s h a l l  be 
l i a b l e  as  an  i n f r i n g e r .  

(c) Whoever s e l l s  a component of a p a t e n t e d  machine, manufacture ,  
combinat ion or composi t ion ,  or a material or a p p a r a t u s  f o r  u s e  i n  
p r a c t i c i n g  a p a t e n t e d  p r o c e s s ,  c o n s t i t u t i n g  a material par t  o f  t h e  
i n v e n t i o n ,  knowing t h e  same t o  be e s p e c i a l l y  made or e s p e c i a l l y  
a d a p t e d  f o r  u s e  i n  an  i n f r i n g e m e n t  of such  p a t e n t ,  and n o t  a s t a p l e  
a r t i c l e  or commodity o f  commerce s u i t a b l e  for s u b s t a n t i a l  
n o n i n f r i n g i n g  use ,  s h a l l  b e  l i a b l e  as  a c o n t r i b u t o r y  i n f r i n g e r .  

S e c t i o n  271 c o d i f i e d  t h e  case law developed p r i o r  t o  1952. P r i o r  t o  t h e  

1952 p a t e n t  act ,  t h e  q u e s t i o n  of i n f r i n g e m e n t  was s e t t l e d  by t h e  c o u r t s  

w i t h o u t  t h e  a i d  of l e g i s l a t i v e  g u i d e l i n e s .  Probably t h e  l e a d i n g  and most 

- 1/ Id.  
- 2/ Id. , a t  p. 26. 
- 3/ F i n d i n g  of fact  59 ,  R.D.,  a t  p. 53. 
- 4/ Respondent 's  e x c e p t i o n s ,  a t  p. 13. 
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i n s t r u c t i v e  r e c e n t  case on t h e  concept  of i n f r i n g e m e n t  is t h a t  of A u t o g i r o  Co. 

of  America v. U n i t e d  S t a t e s ,  384  F.2d 391 ( C t . C l .  1967) .  I n  t h a t  case, t h e  

c o u r t  s a i d  t h a t  t h e  d e t e r m i n a t i o n  of p a t e n t  in f r ingement  is a two-step 

p r o c e s s - - ( l )  one  m u s t  f i r s t  d e t e r m i n e  t h e  meaning of t h e  claims i n  i s s u e  by 

s t u d y i n g  t h e  r e l e v a n t  p a t e n t  documents (i .  e. , t h e  s p e c i f i c a t i o n ,  any drawings,  

and t h e  f i l e  wrapper) , and ( 2 )  t h e  claims m u s t  b e  found t o  r e a d  on t h e  accused  

s t ructures ,  A/ I n  doing  t h i s ,  t h e  c o u r t  s a i d ,  i t  is o f  l i t t l e  v a l u e  t h a t  they  

r e a d  l i t e r a l l y  on t h e  s t r u c t u r e s - -  

What i s  c r u c i a l  i s  t h a t  t h e  structures must do t h e  same work, i n  
s u b s t a n t i a l l y  t h e  same way, and accomplish s u b s t a n t i a l l y  t h e  same 
r e s u l t  t o  c o n s t i t u t e  in f r ingement .  2/ 

Inf r ingement  i s  n o t  n e c e s s a r i l y  r u l e d  o u t  i f  t h e  claims do n o t  r e a d  

l i t e r a l l y  on t h e  accused  s t r u c t u r e s .  The d o c t r i n e  of e q u i v a l e n c e  casts  a 

"penumbra" around a c l a i m ,  and t h i s  penumbra must be avoided if there is t o  be 

a f i n d i n g  of no inf r ingement .  The d o c t r i n e  p r o v i d e s  t h a t  a s t r u c t u r e  

i n f r i n g e s ,  w i t h o u t  there b e i n g  l i t e r a l  o v e r l a p ,  if i t  performs s u b s t a n t i a l l y  

t h e  same f u n c t i o n  i n  s u b s t a n t i a l l y  t h e  same way and f o r  s u b s t a n t i a l l y  t h e  same 

purpose  a s  t h e  c l a i m s  s e t  f o r t h .  3/ The r a t i o n a l e  behind t h e  d o c t r i n e  was s e t  

f o r t h  by t h e  Supreme C o u r t  i n  Graver  Tank E, Mfg. Co. v. Linde A i r  P r o d u c t s  

- 

- Co., 339 U.S. 605, 607 (19501, as follows-- 

(T)o permit i m i t a t i o n  of a p a t e n t e d  i n v e n t i o n  which does n o t  copy 
e v e r y  l i t e r a l  d e t a i l  would b e  t o  c o n v e r t  t h e  p r o t e c t i o n  o f  t h e  
p a t e n t  g r a n t  t o  a hol low and u s e l e s s  t h i n g .  
l e a v e  room for-- indeed 
unimpor tan t  and i n s u b s t a n t i a l  changes and s u b s t i t u t i o n s  i n  t h e  
p a t e n t  which, though adding  n o t h i n g ,  would b e  enough t o  t a k e  t h e  
copied  matter o u t s i d e  t h e  claim, and hence o u t s i d e  t h e  r e a c h  o f  t h e  
law. * * * 

Such a l i m i t a t i o n  would 
encourage--the unscrupulous  c o p y i s t  t o  make 

1/ Autogi ro  Co. of America v. United S t a t e s ,  384 F.2d 391, 401 ( C t .  C1. 

- 2/ Id. 
- 3/ Id . ,  a t  400. 

1967). 
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The c o n c e p t  o f  inducement t o  i n f r i n g e  is  se t  f o r t h  i n  35 U.S.C. 2 7 1 ( b ) ,  

q u o t e d  above. L i a b i l i t y  f o r  inducement under s e c t i o n  271(b)  is  dependent  upon 

a showing t h a t  (1) t h e  conduct  b e i n g  induced c o n s t i t u t e s  d i rec t  

inf r ingement ,  L/ and ( 2 )  t h e  p e r s o n  inducing  t h e  i n f r i n g e m e n t  " a c t i v e l y "  and 

knowingly a i d e d  and a b e t t e d  a n o t h e r ' s  d i r ec t  inf r ingement  o f  t h e  p a t e n t .  - 2/  

I n  suppor t ,  o f  i t s  a l l e g a t i o n  of  d i r e c t  in f r ingement ,  compla inant  o f f e r e d  

e v i d e n c e  i n  t h e  form o f  tes t imony by an  e x p e r t  w i t n e s s ,  a Mr. D. J. 

Williamowsky, a r e t i r e d  examiner-in-chief of t h e  PTO Board of  Appeals. 3/ The 

p r e s i d i n g  o f f i c e r  concluded ,  on t h e  bas i s  of Mr. Williamowsky's tes t imony,  

- 

t h a t  compla inant  e s t a b l i s h e d  t h a t  e v e r y  e lement  of t h e  c l a i m  of  t h e  s u i t  

p a t e n t  r e a d  on  ( i n f r i n g e d )  t h r e e  models of r e s p o n d e n t ' s  i n f r i n g i n g  r e t r a c t a b l e  

t a r g e t s  (RPX 6 ,  CPX 1 2 ,  and CPX 15), a l l  of which a r e  r e p r e s e n t a t i v e  o f  

surveying  devices r e s p o n d e n t  h a s  imported i n t o  t h e  United S t a t e s .  - 4/ 

The a d m i n i s t r a t i v e  law judge r e j e c t e d  r e s p o n d e n t ' s  c o n t e n t i o n  t h a t  i t s  

d e v i c e s  a r e  n o n i n f r i n g i n g  because t h e y  have never  been manufactured or so ld  

w i t h  a f r o n t  cord g u i d e ,  which respondent  a s s e r t s  is a n  e s s e n t i a l  e lement  of 

t h e  s u i t  p a t e n t .  ?/ I n  support of i t s  c o n t e n t i o n ,  respondent  c i ted tes t imony 

1/ Stukenborg v. Teledyne, 4 4 1  F.2d 1069, 1072 ( 9 t h  C i r .  1971) ;  Nordberg 
M f i .  Co. v. Jackson  V i b r a t o r s ,  I n c . ,  1 5 3  U.S.P.Q. 777,  783 (N.D. I l l .  1 9 6 7 ) ,  
r e v ' d  on o t h e r  grounds  
- 2/ While sec. 2 7 1 ( b )  

c o n c e p t  i s  employed i n  

393 F.2d 197 ( 7 t h  C i r .  1968) .  
does n o t  use t h e  term "knowingly" (even though t h e  
sec. 271 (c) , which c o n c e r n s  c o n t r i b u t o r y  i n f  r ingemen t) , 

commentators a r e  of t h e  view, based  on pre-1952 c a s e s  and ana logous  post-1952 
c a s e s ,  t h a t  sec. 271(b)  requires a f i n d i n g  t h a t  t h e  defendant  have some 
knowledge of t h e  p a t e n t  as  well as t h e  n a t u r e  of  h i s  acts  and t h e i r  
consequences. See 4 Chisum on P a t e n t s  sec. 17.04 (1979) .  For a d i s s e n t i n g  
view on  t h e  knowledge ( i .e . ,  i n t e n t )  requi rement ,  see Hauni Werke Koerber ti 

Co. v. Molins,  Ltd. ,  183 U.S.P.Q. 168 (E.D. Va. 1 9 7 4 ) .  

R.D., a t  p. 25. 

- 3/ See t r a n s c r i p t  o f  t h z  Jan.  22, 1980,  h e a r i n g ,  a t  pp. 408-42. 
4/ F i n d i n g s  o f  f a c t  46-47 and 59,  i n  R .D. ,  a t  pp. 5 1 ,  53: and o p i n i o n  i n  

- 5/ Opinion,  R.D.,  a t  p.  25;  r e f e r r i n g  t o  r e s p o n d e n t ' s  b r i e f ,  a t  p. 16 .  
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of M r .  Woods t o  t h e  e f f e c t  t h a t ,  when t h e  cord is draped over  t h e  f r o n t  o f  t h e  

t a r g e t  side of  t h e  c a s e  i n  r e s p o n d e n t ' s  p h y s i c a l  e x h i b i t  6 (RPX 6 )  t h e r e  i s  no 

r e s t r a i n t  o f  t h e  c o r d  and t h a t  t h e  f r o n t  o f  t h e  t a r g e t  would have t o  be 

observed a t  a l l  times t o  make cer ta in  t h a t  t h e  cord was i n  t h e  c e n t e r  o f  t h e  

t a r g e t  (and  t h e r e f o r e  f a l l i n g  p e r p e n d i c u l a r  t o  t h e  ground t o  f a c i l i t a t e  and 

a s s u r e  accurate . s i g h t i n g  of  t h e  p o i n t  b e i n g  plumbed).  (Tr.  550-554). &/ 

However , t h e  a d m i n i s t r a t i v e  law judge found t h a t  on cross-examinat ion Mr. 

Williamowsky s p e c i f i c a l l y  t e s t i f i e d  on t h e  b a s i s  of  a demonst ra t ion  t h a t  t h e  

cord on RPX 6 when hanging v e r t i c a l l y  across t h e  t a r g e t  was r e s t r a i n e d  by t h e  

edge of t h e  raised w h i t e  p l a s t i c  material a t  t h e  top and bottom (Tr.  463-464) 

and t h a t  t h e  cord on CPX 12 was r e s t r a i n e d  by a cord g u i d e  means (nodule  

p r o j e c t i o n  or p r o t r u s i o n )  a t  t h e  top and bottom o f  t h e  c e n t e r  o f  t h e  t a r g e t .  

(T r .  4 6 8 ) .  2/ The a d m i n i s t r a t i v e  l a w  judge s t a t ed  t h a t  h e  independent ly  

confirmed Mr. Williamowsky's o b s e r v a t i o n s  and opin ion .  A/ 
The a d m i n i s t r a t i v e  l a w  judge f u r t h e r  found t h a t  t h e  i n d e n t a t i o n  i n  t h e  

p l a s t i c  on  t h e  t a r g e t  ( a s  i n  RPX 6 and CPX 1 2 )  , a t  l e a s t  on t h e  Gammon reels ,  

was t o  serve a s  a c o r d  guard  means as well a s  t o  f a c i l i t a t e  a p p l i c a t i o n  o f  t h e  

f luorescent t a p e  on t h e  t a r g e t .  &/ H e  found t h a t ,  even if Mr. Woods were 

correct i n  a s s e r t i n g  t h a t  a c o r d  g u i d e  means was n o t  n e c e s s a r y  t o  t h e  

f u n c t i o n i n g  of  r e s p o n d e n t ' s  d e v i c e  ( t r .  553-554) , such a d i f f e r e n c e  does n o t  

a v o i d  l i t e r a l  or e q u i v a l e n t  i n f r i n g e m e n t  o f  t h e  p a t e n t .  J/ 

- 1/ Opinion,  R .D. ,  a t  p. 25. 
- 2/ Id. , a t  pp. 25-26. 
3/ Id.  , a t  p. 26. 
- 4/ See t r a n s c r i p t ,  a t  p.  199 ;  f i n d i n g s  o f  f a c t  57-58, R.D. ,  a t  p. 53; and 

- 5/ Opinion,  R.D. ,  a t  p a  26. 

- 
o p i n i o n ,  R .D. ,  a t  p. 26. 
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The administrative law judge also found complainant t o  have sustained i t s  

burden of  proving that respondent i s  l iable  for inducement t o  infringe the 

patent under 35 U . S . C .  2 7 1 ( b ) .  1/ A s  discussed i n  the above paragraphs, he 

found direct  infringement t o  have clearly been shown. He also found there t o  

- 

be substantial evidence t o  show that respondent had knowledge of  the (alleged) 

infringement, based on complainant's l e t t e r  notice, no later  than November 15, 

1 9 7 8 ,  during the year of  respondent's greatest volume of imports (RX 7 ) .  2/ - 
Further, he found that the record shows that respondent performed a number o f  

i n d u c i n g  a c t s  prohibited by the statute,  i n c l u d i n g  designing an infringing 

surveying device for sale t o  dealers for resale,  based i n  part on a plast ic  

sample of complainant's Gammon r e e l ,  and advertising and issu ing  price l i s t s  

promoting infringing use, i n c l u d i n g  a notice to a l l  dealers i n  the United 

States disclosing the notice o f  infringement from complainant, by i n v i t i n g  

purchases a t  a competitive price on the strength of  respondent's assertion of  

noninf r ingemen t. 2/ 

We, too, have examined the record, i n c l u d i n g  the testimony of Mr. 

Williamowsky and the devices entered into the record as exhibits,  and are of 

the view that complainant has sustained i t s  burden of proving clearly and 

convincingly that respondent (1) has directly infringed the patent under 35  

U.S.C. 271(a) ,  and ( 2 )  i s  l iable  for inducement to infringe the patent under 

35 U.S.C. 2 7 1 ( b ) .  I n  particular,  we have carefully reviewed respondent's 

assertions, i n c l u d i n g  Mr. Woods' testimony, concerning the cord guide means 

- 1/ Id. , a t  p. 2 4 .  
- 2/ F i n d i n g  of fact  7 2  , R.D. , a t  p. 55 , and opinion, R.D. , a t  p. 2 4 .  
- 3/ F i n d i n g  of fact 6 1 ,  R.D. ,  a t  p. 5 3 ;  and opinion, R.D.,  a t  p. 24.  
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and are of  the view that respondent's device reads on the claim of the s u i t  

patent, if not l i t e r a l l y ,  then i n  equivalent terms. 

Trademark infringement 

The administrative law judge found that there was no infringement of  

complainant's registered trademark, No. 1 , 0 1 9 , 8 6 5 ,  "Gammon Reel.'' - 1/ By 

stipulation, the parties agreed that respondent's l i s t i n g  i n  i t s  catalogue of  

complainant's devices as a "Gabbon Reel" was a typographical error - 2/ ( i n  i t s  

conplaint conplainant asserted that use of the term "Gabbon Reel" constituted 

trademark infringement). The administrative law judge also found that 

respondent, a f ter  depleting i ts  s t o c k  of Gammon Reels i n  1 9 7 8 ,  no longer 

advertised such ree l s ,  advised customers that it no longer sold Gammon Reels 

b u t  sold i ts  own "retractable target ,"  that respondent's device was 

differently packaged, and that there was no evidence respondent sold i t s  own 

device as a Gammon Reel. 2/ 

Only complainant took exception t o  the presiding of f icer  's findings of  

fact  concerning trademark infringement. Complainant proposed the addition of 

a new f i n d i n g  of  f a c t  73a as follows-- 

On a t  least  two occasions, respondent used the trademark Gammon 
Reel i n  conunerce by s u b s t i t u t i n g  i t s  product for that of  the 
requested trademarked Gammon Reel without the consent of  the 
customer (TR 559-560 and CX, 7 5 ) .  A/ 

Complainant asserts that i n  t h i s  context there was both use of  the trademark 

"Gammon Reel" without the owner's consent and confusion on the part of  a t  

L/ Findings  of  fact  62-73 ,  R.D., a t  pp. 53-55. 
- 2/ Finding of  fac t  6 7 ,  R.D., a t  p. 54. 
- 3/ Findings o f  fact  71-73 ,  R.D., a t  pp. 54-55. 
- 4/ Complainant's exceptions, a t  p. 4. 



least  one customer. 

be amended t o  s tate  

2 1  

1/ 

that complainant's trademark is  "valid and infringed." 2/ 

Complainant further requested that conclusion of  law 5 - 

The law concerning trademark infringement i s  s e t  forth i n  15 U.S.C. 1114-- 

Any person who shal l ,  without consent of the registrant - (a) use i n  
commerce any reproduction, counterfeit, copy, or colorable imitation 
of a registered mark i n  connection w i t h  the sale ,  offering for sa le ,  
distribution, or advertising o f  any goods or services on or i n  
connection w i t h  which  s u c h  use i s  l ikely t o  cause confusion or t o  
cause mistake, or t o  deceive . . . shall  be l iable  i n  a c i v i l  action 
by the registrant . . . . 
The basic t e s t  of  both statutory and common law trademark infringement i s  

"likelihood of  confusion." 2/ 

showing of  actual confusion i s  strong proof of  the likelihood of  

confusion. A/ 
may be dismissed as - de m i n i m i s .  I 5/ 

One need not show actual confusion, b u t  a 

However, evidence of  actual confusion of  a very limited scope 

Further, likelihood of  confusion must be 

shown by more than an "occasional 

actual confusion over a period of  

of  likelihood of  confusion. z/ 
The only evidence purporting 

involving respondent's f i l l i n g  of  

Reels. &/ The administrative law 

misdirected let ter . "  fj/ Finally,  lack of 

time has been regarded as evidence of a lack 

t o  show trademark infringement is that 

two orders of 8 .  L. Makepeace for Gammon 

judge found (1) that respondent had not used 

- 1/ Id ;  
- 2/ Id.  
- 3/ See 2 McCarthy, Trademarks and Unfair Competition, sec. 23: l ;  and Safeway 

4/ Coca-Cola Co. v. Clay, 324 F.2d 198 (CCPA 1 9 6 3 ) ;  and McCarthy, supra, a t  

5/ McGraw-Hi11 Publications Co. v. American Aviation Associates, 117  F.2d 

6/ Everest & Jennings, Inc .  v. E. & J. Mfg. Co., 263 F.2d 254 (9th C i r .  

I/ S m i t h  v. Tobacco By-products & Chemical Corp., 243 F.2d 188 (CCPA 1 9 5 7 ) ;  

- -  8/ See complainant's exhibits 5 4 ,  5 5 ,  and 5 7 ,  and transcript, a t  pp. 

Stores, Inc. v. Safeway Properties, Inc., 307 F.2d 495 (2d C i r .  1962) .  

section 23: 2. 

2 9 3  (D.C. Cir. 1 9 4 0 ) .  

1958) .  

and McCarthy, supra, a t  sec. 23:3. 

558-559. See also opinion, R.D. , a t  p. 28. 



complainant's trademark "Gammon 

differently packaged (actually,  
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Reel," ( 2 )  that respondent's devices were 

respondentla devicea were unpackaged, 

conplainant's were packaged), and ( 3 )  that there was no marking on 

respondent's devices that could cause customer confusion between reapondent's 

and complainant ' s  surveying devices. A/ 
We agree w i t h  the f i n d i n g 8  and conclusion of  the administrative law judge 

that conplainant has not shown trademark infringement i n  t h i s  case. 

no evidence of  actual use by respondent of  complainant's trademark, and the 

record does not support a f i n d i n g ,  i n  our view, that a purchaser of surveying 

devices i s  l ikely t o  confuse the devices of  complainant and respondent. 

the instance of  the two shipments t o  B. L. Makepeace, the record indicates 

( transcript ,  pp. 558-560) that Makepeace knew it was receiving respondent's 

reels  i n  response t o  i t s  request for "Gammon Reels." 

indicating confusion on the part o f  Makepeace. 

There i s  

I n  

There i s  no evidence 

False designation of  origin 

The administrative law judge found there was no fa l se  designation of 

origin under section 43(a) of  the Lanham Act (15 U.S.C. 1125(a)). A/ He found 

that, while the device made by respondent which Gammon bought i n  Hawaii was 

unmarked as t o  origin, A/ respondent shipped i t s  devices t o  the United States 

during the period 1977-79 w i t h  a "Made i n  Canada" sticker across their  

faces. A/ He found complainant had fai led t o  prove customer confusion as to  

- 1/ Opinion, R . D . ,  a t  p. 28. 
- 2/ Findings of  f a c t  74-77 ,  R.D. ,  a t  p. 5 5 ,  and opinion, R.D. ,  a t  PP. 29-31. 
3/ Finding of  fac t  7 4 ,  R . D . ,  a t  p. 55. 
- 4/ Finding of f a c t  7 7 ,  R.D.,  a t  p. 55.  
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the source o f  respondent's device 1/ and that a f i n d i n g  that respondent's 

devices were shipped t o  B. L. Makepeace, I n c . ,  without country of  origin 

designation (as  alleged by complainant) was not supported by the evidence. 2/ 

Complainant took exception t o  f i n d i n g  of  f a c t  77 and recommended that it 

be amended and added t o  so as t o  s ta te  that "some" of respondent's devices 

were shipped t o  the United States marked "Made i n  Canada" during the period 

1977-79 ,  but  that during the same period "some" were shipped t o  the United 

States "without indicating the country of  origin so required by 19  U.S.C. 

1304."  A/ Complainant further requested that conclusion of  law 6 be changed t o  

re f lec t  a conclusion of  improper marking i n  contravention of 19 U.S.C. 

1304.  - 4/ 

as t o  origin i n  a t  l eas t  two instances and that the devices of  respondent 

Complainant asserted that it obtained devices of  respondent unmarked 

which'were marked as t o  origin were marked w i t h  a "non-indelible, 

non-permanent paste-on label. " 2/ 

The statutory provision for fa l se  designation of  origin i s  found i n  

section 43(a) of the Lanham A c t  (15  U.S.C. 1125(a)) , which provides-- 

(a) Any person who shall  a f f i x ,  apply, or annex, or use i n  
connection w i t h  any goods or services,  or any container or 
containers for goods, a fa l se  designation of  origin,  or any fa l se  
description or representation, including words or other synbols 
tending falsely t o  describe or represent the same, and shall  cause 
s u c h  goods or services t o  enter into commerce, and any person who 
shall  w i t h  knowledge of  the f a l s i t y  of  s u c h  designation of  origin or 
description or representation cause or procure the same t o  be 
transported or used, shall  be l iab le  t o  a c i v i l  action by any person 
doing business i n  the locali ty falsely indicated as that of origin 
or i n  the region i n  which  said local i ty  i s  situated, or by any 
person who believes that he i s  or i s  l ikely  t o  be damaged by the use 
of any s u c h  fa lse  description or representation. (Emphasis added.) 

- 1/ Finding of  f a c t  7 6 ,  R.D., a t  p. 55. 
- 2/ Finding of  fac t  7 7 ,  R.D. , a t  p. 55. 
3/ Complainant's exceptions, a t  p. 6.  
4/ Id. 3 Id. 
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A second provision i s  set forth i n  section 304(a) of the Tariff  A c t  of  

1930  (19  U.S.C. 1304 (a) ) , which provides- 

(a) Except as hereinafter provided, every a r t i c l e  of  foreign 
origin (or i ts  container, as provided i n  subsection (b) hereof) 
imported into the United States shall  be marked i n  a conspicuous 
place as legibly, indelibly, and permanently as the nature of  the 
a r t i c l e  (or container) w i l l  permit i n  s u c h  manner as t o  indicate t o  
an ultimate purchaser i n  the United States the Engl i sh  name of  the 
country of  origin of the ar t i c le .  . . 
Section 43(a) of  the Lanham A c t  was designed t o  protect consumers as well 

as commercial interests from the e f fec ts  of fa lse  advertising. 1/ The purpose - 
and import of  section 43(a) i s  perhaps best summed up i n  Gold Seal Co. v. 

- Weeks, 129 F. Supp. 9 2 8 ,  940 (D.D.C. 1 9 5 5 ) ,  aff Id sub nanine S. C. Johnson & 

- S o n  v. Gold Seal Co., 230 F.2d 832 (D.C. C i r .  1 9 5 6 ) ,  as follows-- 

It means that wrongful diversion of  trade resulting from false 
description of  one's products invades that interest which an honest 
competitor has i n  f a i r  business dealings-an interest which t h e  
courts s h o u l d  and w i l l  protect . . . It represents, w i t h i n  t h i s  
area, an'affirmative code of  business ethics whose standards may be 
maintained by anyone who i s  or may be damaged by t h i s  segment of the 
code. 
way that unnecessarily or unfairly interferes w i t h  and injures that 
o f  another: you may not destroy the basis of genuine conpetition by 
destroying the buyer's opportunity t o  judge fairly between r iva l  
commodities by introducing s u c h  factors as fa lse  descriptive 
trademarks which are capable o f  misinforming as t o  the true 
qual i t ies  o f  the competitive products. 

I n  e f fec t  i t  says: you may not conduct your business i n  a 

The basic t e s t  for re l ie f  under section 43(a) i s  a showing of likelihood of 

confusion of  customers of  the plaintiff-competitor. A/ 
requirement i n  section 43(a) that the fa l s i f i ca t ion  occur w i l l f u l l y  or w i t h  

There i s  no 

intent t o  deceive. i/ 

1/ 2.McCarthy, Trademarks and Unfair Competition, a t  sec. 27:3 (p. 2 4 6 ) .  
2/ - See Frostie Co. v. Dr. Pepper Co., 3 4 1  F.2d 363 ( 5 t h  C i r .  1965) .  
- 3/ McCarthy, supra, a t  sec. 27:7 (p. 255) .  

' 



25 

Conplainant does not appear t o  have asserted a violation of  the Lanham 

A c t .  

m i s s i o n  investigative attorney i n  h i s  submission t o  the administrative law 

judge on February 2 0 ,  1980. I n  i t s  submissions t o  the presiding o f f i cer  after 

the January hearing, complainant appears to  have lumped the fa lse  designation 

allegation w i t h  palming off allegations. L/ 

The possible applicability of the Lanham A c t  was raised by the 

Section 304 of  the Tariff A c t  of 1930 i s  a customs law provision 

administered by the U.S.  Customs Service. It provides (sec. 3 0 4 ( c ) )  for  the 

imposition of  a 10 percent ad valorem additional t a r i f f  i n  the event of  

inproper marking. 

violation of  section 304 only i n  i t s  exceptions t o  the recommended 

determination. 

indicate any cases i n  w h i c h  the section has been asserted i n  connection w i t h  

Conplainant appears t o  have raised the possibil i ty of  a 

O u r  perusal of  the case law under section 304 does not 

an unfair conpetition case, although the provision was cited i n  the course of 

a t  least  one prior section 337 case. 2/ 

We agree w i t h  the f i n d i n g s  and conclusions of  the administrative law 

judge as summarized on pages 29-31 of  h i s  opinion (R.D. , a t  pp. 29-31) .  Mr. 

Woods tes t i f i ed  that respondent's devices exported to  the United States have 

always been marked "Made i n  Canada" (Tr. 556) .  Testimony by Mrs. Morrison of  

Makepeace and Mr. Gammon that some of respondent's devices shipped t o  or sold 

i n  the United States were not so marked (Tr. 2 6 9 ,  289-292, 387)  was not 

suff ic ient ,  i n  our view, t o  rebut Mr. Woods' testimony or t o  constitute fa l se  

Complainant's posthearing br ief ,  f i led Feb. 1 5 ,  1 9 8 0 ,  a t  pp. 8-9. 
2/ See Convertible Game - Tables and Components Thereof: Report on 

Investigation No. 337-34 . . . , TC Publication 7 0 5 ,  Decerber 1 9 7 4 ,  a t  p. 
A-16. 
not discussed i n  detai l  arid was not even mentioned i n  Commissioner views. The 
case turned on a patent question. 

The citat ion was if1 the Commission report and only mentioned. It  was 
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designation of  origin or fa lse  description or representation l ikely t o  cause 

confusion or mistake or t o  deceive purchasers as t o  the source or origin o f  

respondent Is inported devices. 

Appropriation of  trade dress and passing off 

The administrative law judge recommended that the Commission determine 

that there i s  no misappropriation of  trade dress or passing off .  - 1/ 

The trade dress issue involved allegations by complainant that 

respondent's product was so l i k e  i ts  own as t o  be l ikely t o  cause confusion 

among purchasers. The administrative law judge found that,  while both 

parties '  devices are similar i n  shape and configuration and both use 

functional ( for s i g h t i n g )  color-contrasting target faces, the packaging of  the 

respective products i s  different (Gammon Reels are packaged i n  a b l i s ter  

package, respondent's are not) , respondent has never used distinctive trade 

dress i n  the sale of  i t s  devices, and the trade dress (or lack thereof) of 

respondent's device i s  not l ikely  t o  lead t o  customer confusion. 2/ 

Respondent expressly accepted the administrative law judge Is trade dress 

f i n d i n g s ;  i/ complainant d i d  not take exception t o  them, 

t o  have conceded the trade dress issue. 

Complainant appears 

We accept the administrative law 

judge's ' f indings of  fact and conclusions o f  law w i t h  respect thereto, and we 

w i l l  not discuss the issue further. 

Complainant d i d  take exception t o  the administrative law judge's f i n d i n g s  

concerning passing of f .  - 4/ The administrative law judge found that the fact 

- 1/ Findings of  fact  78-87, R.D., a t  pp. 56-57. 
- 2/ Findings  of fact  78-81,  84-85 ,  R.D., a t  pp. 56-57. 
- 3/ Respondent's exceptions, a t  p. 1 4 .  - 4/ Complainant's exceptions, a t  pp. 6-8. 
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that some of  respondent's defective ree l s  were returned t o  conplainant d i d  not 

constitute sufficient evidence t o  conclude that s u c h  defective reels  or other 

reels  were intentionally passed o f f  by respondent as being those of 

conplainant. &/ 

Complainant asserted that intent i s  not a necessary element i n  the 

present case because respondent knowingly substituted i ts  goods for 

conplainant's when requested t o  supply Gamnon Reels. 2/ (As noted above, 

respondent sold Gammon Reels i n  addition t o  i t s  own through 1978.) z/ 
Conplainant c i ted several cases supporting the proposition that the 

substitution of  one product for another without g iv ing  the purchaser an 

opportunity t o  refuse the substituted product constitutes s u c h  passing 

off. fJ/ Complainant also asked that conclusion of  law 8 be changed t o  ref lect  

a conclusion of passing of f .  2/ 

The term "passing off"--which the administrative law judge used-and the 

term "palming of f " - -which  complainant used i n  i t s  February 15 brief (PP. 

8-9I-are largely synonymous w i t h  each other. g/ 

used i n  the context of  describing a "wrongful intent" on the part of the 

The terms historical ly were 

defendant t o  pass or palm o f f  h i s  own goods as  being those of the plaint i f f ,  

b u t  most courts have come t o  use the terms t o  describe cases where likelihood 

- 1/ Findings of  fact  86-87,  R.D., a t  p. 57. 
2/ Conplainant's exceptions, a t  pp. 6-7. 
- 3/ See f i n d i n g  of  fact  7 5 ,  R.D., a t  p. 55. 
- 4/ Complainant's exceptions, a t  pp. 7-8. 
- 5/ I d . ,  a t  p. 8. 
6/ 2 McCarthy, supra, a t  sec. 2 5 : l  (p. 1 6 9 ) .  Complainant similarly cited 

, &&thy (Feb. 1 5 ,  1980 ,  b r i e f ,  a t  p. 9 ) ,  as d i d  the presiding officer 
(opinion, R.D., a t  p. 3 2 ) .  
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of confusion i s  present. I./ 

the wrongful action to  emphasizing the e f f e c t  on the customer. 2J The s h i f t  

Thus ,  t h e  courts have a h i f t e d  from emphasizing 

has come about i n  large part as a result  of  an ef fort  by the courts to  conform 

the t e s t  for comon-law trademark infringement (the essence of complainant's 

palming off/passing o f f  allegation) w i t h  the t e s t  for statutory trademark 

infringement ( L e .  , likelihood of customer confusion) . 
i n  establishing passing o f f  i s  likelihood of confusion. 

Thus, the key t e s t  

To prove passing off,  the courts have required that two additional tes t s  

be met. It mat be shown that the trademark, design, shape, or overall 

appearance of  the product sought to  be protected (1) i s  inherently dist inctive 

or has a secondary meaning ( L e . ,  has become dist inctive i n  the minds of the 

buying public) , and (2)  is nonfunctional ( L e .  , i s  outside the scope of and 

therefore not i n  conflict w i t h  or protectable by t h e  patent laws). A/ Thus, 

i n  effect ,  there are a to ta l  of three tes t s  which  must be proved- 

(1) likelihood of  confusion, (2) inherently dist inctive or secondary meaning, 

and (3 )  nonfunctionability. 

I n  the present case, we agree w i t h  the findings of the administrative law 

judge concerning nonfunctionabili ty  (that complainant has failed t o  prove 

nonfunctionability of  the design feature of  i t s  device) : secondary meaning 

(that  the record supports a f i n d i n g  that t h e  design of conplainant's device 

has acquired a secondary meaning) : and customer confusion (there i s  some 

lJ 2 McCarthy, supra, a t  2 5 : l  (p. 171) .  
2/ Id. 3 Id. , a t  secs. 2 3 : 1 ,  23:30 (pp. 34-35, 99) 
4/ - See Application of Deister Concentrator Co., 289 F.2d 496 ,  502-03 

(CTC.P.A. 1 9 6 1 ) ;  Rolls-Royce Motors, Ltd. v. A & A Fiberglass, Inc. , 428 
F.Supp. 689 (1977) i and C R r t a i n  Steel Toy 8 :  Investiqation No. 337-TA-31, 
USITC Publication 8 8 0 ,  A p r i l  1 9 7 8 ,  a t  pp. 27-28. 
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evidence of  confusion i n  view o f  the return t o  conplainant o f  some of  

respondent's devices by dissatisfied custaners of respondent). 1/ We agree 

w i t h  h i s  conclusion that ,  secondary meaning or some confusion notwithstanding, 

the rule favoring preservation of the freedom t o  copy unpatented functional 

features controls, and that the t e s t  for f inding passing o f f  therefore i s  not 

satisf ied.  2/ 

Domestic industry 

The administrative law judge recommended that the Commission f i n d  the 

domestic industry t o  include those firms producing the functional equivalent 

of the invention disclosed i n  the patent. 2/ He also accepted the parties '  

stipulated description of  the industry as the surveying devices "market" i n  

the United States. - 4/ The administrative law judge found there t o  be no 

substantial eyidence that counters the proof produced by complainant that the 

i n d u s t r y  i s  e f f ic ient ly  and economically operated. 2/ 

Respondent took exception only t o  f i n d i n g  of  fact  89 and argued that 

there i s  no domestic i n d u s t r y  because the current Gammon Reel and a l l  Gammon 

Reels produced since 1963 are outside the patent. i/ 
We believe that the administrative law judge's f irst  statement concerning 

industry ( f i n s  producing the functional equivalent of  the invention) more 

accurately defines the concept of  industry employed i n  the statute and by the 

1/ Opinion, R.D., a t  pp. 35-36. 3 I d . ,  a t  p. 3 6 ,  c i t i n g  2 McCarthy, supra, a t  sec. 15:7 (p. 5 3 3 ) .  I n  
support, see Application of  Shenango Ceramics, I n c . ,  362 F.2d 2 8 7 ,  291-92 
(C.C.P.A. 1 9 6 6 ) .  - 3/ F i n d i n g s  of f a c t  8 9 ,  R.D., a t  p. 58. 
- 4/ Findings of  fac t  8 8 ,  R.D., a t  p. 58. 
- 5/ F indings  of f a c t  9 0 ,  R.D., a t  p. 58.  
- 6/ Respondent's exceptions, a t  p. 14. 
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Commission i n  other cases. The Camaission generally has defined the domestic 

industry as consisting of "that portion of complainant's business involved i n  

the patented art ic le"  or to  similar effect .  - 1/ The concept of market enployed 

i n  the stipulation implies something vaguely broader, perhaps inc luding  

customers, which goes beyond the statutory concept of industry, a t  least  as 

previously interpreted. The question of, market impact seems more relevant t o  

a discussion of  the publ ic  interest factors. 

Respondent has taken no exception to  the f i n d i n g  that the industry, 

however defined, i s  eff iciently and econanically operated, and we know of no 

reason to  f i n d  differently. 

Respondent's exception to  f inding  of f a c t  89 goes to  the infringement 

issue. Respondent apparently agrees that,  if conplainant's devices are w i t h i n  

the patent, there i s  then a domestic industry. 

I n  jury 

The administrative law judge found that the unauthorized imports of 

respondent have the e f f e c t  or tendency to  substantially injure the domestic 

industry, - 2/ as alleged by conplainant. 2/ I n  so concluding, he found that 

1/ See, for example, Certain Roller Units: Investigation No. 337-TA-44, 
US?TC Publication 9 4 4 ,  February 1 9 7 9 ,  a t  pp. 9-10: and Certain Conbination 
Locks: Investigation No. 337-TA-45 , USITC Publication 945 , February 1979 , at  
pp. 8-9. This is  the same concept enployed i n  the House Ways and Means _ _  ~~ 

Cornittee report on the b i l l  which became the Trade A c t  o f  i974--" In  cases 
involving the claims of U.S. patents . . . the industry i n  the United States 
generally consists of  the domestic operations of the patent owner, his 
assignees and licensees devoted to  such exploitation of  the patent." Trade 
Reform A c t  of 1973: Report of the Committee on Ways and Means...., H. Rept. 
93-571 (93d Cong. , 1 s t  sess. (1973) ) , a t  p. 78. 

2/ Conclusion of law 1 0 ,  R.D., a t  p. 63. 
3/ See conplainant's br ief  of Feb. 1 5 ,  1980, a t  p. 19. Complainant d i d  not 

aliege e f f e c t  or tendency t o  destroy an industry, or an effect or tendency t o  
prevent t h e  establishment of an industry. 
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complainant's sa les ,  receipts,  and production have a l l  increased, 1/ that - 
respondent had shipped 4700 infringing u n i t s  t o  the United States since 1977 

(3400 of them i n  1 9 7 8 ,  the l a s t  f u l l  year for which  data were available) , and 

that 1 7  of  the respondent's tap 20 customers were formerly customers of  

complainant. 2/ He found that complainant increased its discount  i n  a t  least  

one instance t o  regain a l o s t  customer: 2/ that complainant's annual sales 

increases, i n  percent, have decreased since respondent began importing i t s  

devices into the United States: A/ and that respondent has sought t o  acquire 

additional sales outlets  and production f a c i l i t i e s .  5/ The administrative law 

judge a l so  found that respondent's productive capacity is small i n  comparison 

w i t h  that o f  complainant; s/ that during the year of  highest import 

penetration by respondent, 1 9 7 8 ,  complainant's sales and production increased 

about 18 percent: _?/ and that complainant admits that since 1977 ,  the relevant 

period, there has been no decrease i n  employment. 

I n  h i s  opinion, the ALJ concluded, among other t h i n g s ,  that the los t  

sales establish the "requisite causal nexus" between the unfair ac t  and 

i n j u r y ,  ?/ that complainant's decreasing rate of  growth i n  sales since 

respondent's devices entered the U.S. market "clearly re f lec t s  an e f f e c t  

suggesting present injury" reasonably attributable t o  the accused infringing 

- 1/ Findings  of fact 9 9 ,  1 0 0 ,  1Q2, R . D . ,  a t  p. 60. 
- 2/ F indings  of  f a c t  9 1 ,  103, 107, R . D . ,  a t  pp. 5 9 ,  61. 
- 3/ Finding of  fact  97, R . D . ,  a t  p. 60. 
- 4/ F inding of f a c t 1 1 0 ,  R.D., a t  p. 62. 
- 5/ Finding of  fact  112, R . D . ,  a t  p. 62. 
- 6/ F i n d i n g s  o f  f a c t  1 0 2 ,  1 0 4 ,  R . D . ,  a t  pp. 6 0 ,  61.  
- 7/ Finding of  fac t  1 0 8 ,  R.D. , a t  p. 61. 
- 8/ F i n d i n g  of  f a c t  111, R . D . ,  a t  p. 62.  
- 9/ R . D . ,  a t  p. 38.  
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inports, &/ and t h a t  imports are continuing i n  s u b s t a n t i a l  nunbers. z/ 
ALJ stated, however, that complainant i s  "hard pressed" t o  show any 

The 

substantial injury based on many of  the usual c r i t e r i a  considered by the 

Commission i n  determining injury i n  section 337 proceedings. 2/ 

Respondent generally accepted the findings of fact relating t o  injury, 

b u t  took exception t o  f i n d i n g s  9 6 ,  102,. and 1 0 3 ,  and, i n  part,  110. 4J 

Findings of fac t  96, 1 0 2 ,  and 1 0 3 ,  respondent argues, incorrectly depict 

respondent's top 20 U.S.  custaners for surveying equipment as being i ts  top 20 

U.S. customers for surveying devices. ?/ Respondent quoted testimony a t  the 

t r i a l  of  Mrs. Gammon which it claims i s  the basis for the ALJ error. 

Respondent claims that i n  "many instances" i t  supplied either no surveying 

devices or only one device t o  the 20 companies l i s ted  i n  f i n d i n g  of f a c t  96. 1/ 

Respondent also argued t h a t  f i n d i n g  of fact 110 should include annual 

percentage sales increase figures for years prior t o  1977 (the year i n  which  

inports began) so as t o  ref lect  the fact  that complainant had i t s  biggest 

sa les  gain, i n  annual percentage terms, af ter  imports began. &/ Respondent 

also questioned the use of  the percentage increase i n  sales as an indicator of 

i n j u r y ,  and suggested it  i s  "highly speculative" as an indicator and that the 

percentages were susceptible t o  being used out of  context. z/ 

- 1/ Id. , a t  p. 39. 
- 2/ I d . ,  a t  p. 40. 
- 3/ Id. 

5/ I d . ,  a t  p. 15. 
9 Id. , a t  pp. 16-18. 
1/ Id . ,  a t  p. 18 .  Respondent implies that th i s  point i s  not i n  the record. 
8/ Respondent's exceptions, a t  pp. 19-20. 3 Id., a t  p. 20. 

Respondent's exceptions, a t  pp. 1 4 ,  16. 
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I n  order t o  f i n d  the alleged i n j u r y ,  the Commission must f i n d  that the 

unfair methods or acts  have "the effect or tendency . . . t o  substantially 

injure an industry . . . ." (19 U.S.C. 1337) .  The causal l i n k  for there to  be 

a "tendency" t o  injure i s  l ess  than the causation required t o  demonstrate an 

"effect." L/ 
of the House of  Representatives i n  i ts report on the b i l l  which  became the 

This difference was discussed by the Committee on Ways and Means 

Trade Act o f  1974.  W i t h  regard t o  in jury findings i n  section 337 

investigations, the report states:  

A s  i n  the past,  the Commission would make i ts  determinations i n  
cases involving the claims of a U.S. patent following the guidelines 
of  Comission practices and the precedents of  the CCPA . . . . 
Where unfair methods and ac ts  have resulted i n  conceivable losses of 
sa les ,  a tendency t o  substantially injure s u c h  industry has been 
established (cf. ,  I n  re Wn Clemm, 229 F.2d 4 4 1  (CCPA 1 9 5 5 ) ) .  2/ 

I n  Von Clemm, no actual loss of  sales was shown t o  have occurred. 

Nevertheless,' the C.C.P.A. held that there was suff icient  causation shown t o  

establish a "tendency" t o  injure. 

Further evidence o f  congressional intent t o  establish a low threshold of  

in jury w i t h  respect t o  a "tendency" t o  substantially injure can be found i n  

the legislat ive history of  section 337 and i ts  predecessor, section 316 of the 

Tariff  Act of  1922. The legislat ive history indicates that undesirable methods 

of conpetition were t o  be stopped i n  their incipiency. The Senate Finance 

Cormnittee report on the b i l l  that became the Tariff A c t  of  1922 stated: 2/ 

1/ The concept o f  in jury,  including "ef fect  or tendency," was discussed a t  
leEgth i n  the Comnission's memorandum opinion i n  Certain Apparatus for the 
Continuous Production of  Copper Rod: Investigation No. 337-TA-52, USITC 
Publication 1017, Noveber 1979, a t  pp. 57-61. 

2/ House of  Representatives, Committee on Ways and Means, Trade Reform A c t  
of-1973: Report . . . t o  Acconpany H.R. 10710 ,  H. Rept. 93-571 (93d Cong. , 
1st sess. (1973) )  , a t  78. 
- 3/ U.S. Senate, Cornittee on Finance, Report t o  Accompany H.R. 7 4 5 6 ,  S. 

Rept. NO. 595, 6 7 t h  Cong., 2d sess. ,  a t  3. 
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The provision relating t o  unfair methods of competition i n  t h e  
importation of  goods (section 316)  i s  broad enough t o  prevent every 
type and form of  unfair practice and i s  therefore a more adequate 
protection t o  American industry than any antidumping statute the 
country has every had (Emphasis added). 

Notwithstanding the f a c t  that several o f  the more usual indicators of  

injury (e.g., declining sales ,  prof i ts ,  employment, etc . )  are not present i n  

t h i s  case, we have concluded that the unfair methods of  competition and unfair 

ac ts  have the "tendency . . . t o  substantially injure an industry . . . ." I n  

our view consideration must be given t o  the small s ize  of  the industry and the 

likelihood that many of  the traditional indicators of  injury may not be 

pr esen t. 

The loss of sales experienced by complainant i s  more than "conceivable." 

It i s  clear that complainant lost  B. L. Makepeace t o  respondent, a t  least  i n  

1978, and t h a t  Makepeace again became a customer of complainant. L/ There i s  

also testimony t o  the e f fec t  that 17 of  respondent's top 20 customers were 

former surveying device customers of  complainant. 2/ Complainant, the 

Commission investigative attorney, and the administrative law judge concluded 

from that testimony that these 17  customers were customers purchasing 

respondent's surveying devices. 

of respmdent's products i n  general and not necessarily surveying devices. We 

t h i n k  that the ALJ's f i n d i n g  on t h i s  point i s  correct and that the record (Tr. 

602)  shows the reference t o  be t o  respondent's customers for retractable reels  

(surveying devices) . 

Respondent claims that the 20 are customers 

1/ Finding of  fact  97 , R.D. , a t  p. 60. 2 Findings  of fact  9 1 ,  103, 1 0 7 ,  R.D., a t  pp. 59,  61. 
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Respondent's exports t o  the United States are more than insignificant. 

I n  1978, the l a s t  f u l l  year for which data were available, respondent exported 

about 3400 u n i t s  t o  the United States. IJ Respondents's share of the U.S. 

market i s  also more than insignificant (about 5 percent i n  1978 2/). Further, 

respondent has aggressively sought t o  expand i t s  U.S. sales. Respondent 

maintains extensive contacts w i t h  U.S .  surveying equipment dealers through 

advertising brochures and price l i s ts ,  A/ respondent recently (October 1979)  

obtained a new U.S.  distributor for i t s  surveying devices, A/ and respondent 

has sought t o  acquire additional sales outlets  and production f a c i l i t i e s .  2/ 

This case i s  distinguishable from the Combination Locks case, g/ i n  which 

the Commission made a f i n d i n g  of  no violation based on a f i n d i n g  of  no e f f e c t  

or tendency t o  destruy or substantially injure. 

Commission found, among other t h i n g s ,  that the record d i d  not show any loss Of 

I n  Combination Locks the 

customers. 

T h i s  case i s  a lso  distinguishable from the Attache Cases decision i n  

w h i c h  the Cammission similarly made a f i n d i n g  of  no violation based on a 

f i n d i n g  o f  no e f f e c t  or tendency t o  injure. I/ I n  that case there was only 

one known shipment o f  infringing inported attache cases 2 years e a r l i e r ,  and 

IJ Finding of  fact  1 0 7 ,  R.D., a t  p. 61. 
2/ Findings  o f  f a c t  100 and 1 0 7 ,  R.D., a t  pp. 6-61. The 5 percent figure 

- 3/ Finding of f a c t 1 0 5 ,  R.D., a t  p. 61. 
4/ F inding of f a c t  9 5 ,  R.D., a t  p. 59. 
- 5/ Finding of fact  1 1 2 ,  R.D., a t  p. 62. 
- 6/ Cited supra, fn. 1 ,  p. 30. 
7/ Certain Attache Cases: Investigation No. 337-TA-49, USITC Publication 

was deduced from information originally confidential, but  conTQlainant's 
counsel waived such confidentiality during the May 7 ,  1 9 8 0 ,  hearing ( t r .  13). 

955, March 1979. 
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complainant's counsel conceded the issue of 

tendency to  injure i n  the future. L/ 

present injury and argued a 

Relief 

Section 337(d) provides that the Commission, if it finds a violation, 

"shall" direct  that the violating a r t i c l e s  be excluded from entry into the 

United States unless, after  considering certain enumerated p u b l i c  interest 

factors (discussed below), i t  determines that the ar t i c les  should not be 

excluded. Section 3 3 7 ( f )  provides that the Commission, i n  l ieu of taking 

action under subsection ( a ) ,  may issue and cause to  be served on any person 

violating the section, an order directing the person to  cease and desist  from 

engaging i n  the unfair methods or ac ts  unless, after considering the p u b l i c  

interest factors,  it determines that such an order should be issued. 

The C&ission has issued exclusion orders i n  a l l  prior cases i n  which  

infringement of a U.S.  patent was the subject of the violation and r e l i e f  was 

provided. We are o f  the view that an exclusion order i s  the proper remedy i n  

this  case. 

P u b l i c  interest  factors 

Sqbsection (d) of section 337 provides that the Commission i s  to  order 

re l ie f  "unless, a f ter  considering the e f f e c t  of  such exclusion upon the public 

health and welfare, conpetitive conditions i n  the United States economy, the 

production of  l ike  or directly competitive a r t i c l e s  i n  the United States,  and 

United States consumers, it f i n d 8  that s u c h  a r t i c l e s  should not be excluded 

from entry. 

granting of r e l i e f ,  t h e  Comission has considered such factors as t h e  domestic 

I n  determining whether the publ ic  interest precludes the 

lJ Id . ,  a t  p. 8. 
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industry's a b i l i t y  t o  supply t h e  market i n  t h e  absence of imports, the 

availabil i ty of  substitute products, previous anticompetitive behavior of  t h e  

patent holder, and the industry's l i k e l y  pricing behavior i n  the absence of  

imports. - I/ 
Complainant's counsel asserted that  Mr. Gammon has t h e  ab i l i ty  t o  double 

h i s  production if necessary using t h e  same workforce, and t o  t r i p l e  production 

by adding an addi t iona l  employee. 2/ He stated t h a t  Mr. Gammon would have no 

d i f f i c u l t y  obtaining addi t iona l  parts. - 3/ 

May 7 hearing le t ters  from customers i n d i c a t i n g  satisfaction w i t h  present 

He introduced as exhibit  1 a t  t h e  

servic ing and a f f i d a v i t s  indica t ing  adequate extra production capacity. A/ 
Complainant's attorney stated that Mr. Gammon would not raise h i s  prices if an 

exclusion order were issued. 5/ 

Counsel f o r  respondent asserted t h a t  r e l i e f  would not be i n  the public 

interest  on t h e  ground t h a t  complainant i s  already operating a t  f u l l  

capacity. s/ No other persons and no Government agencies or departments, 

either oral ly or i n  w r i t i n g ,  expressed an opinion on the public interest 

question, 

1/ Doxycycline, supra, a t  pp. 19-21 
InTestigation No. 337-TA-56 , USTC Publica 
and Certain Automatic Crankpin Grinders: 

: Thermometer Sheath Packages, 
t ion 9 9 2 ,  July 1 9 7 9 ,  a t  pp. 28-29; 

Investigation No, 337-TA-60, USITC 
Publ ica t ion  1 0 2 2 ,  December 1 9 7 9 ,  a t  pp. 17-21. I n  t h e  Crankpin  Grinders case, 
t h e  Commission determined t h a t  the public interest precluded the imposition of 
a remedy because it found that the domestic industry cannot supply the demand 
for new orders w i t h i n  a cosnmercially reasonably length of time. 
are used i n  smaller, more energy efficient automobiles, See pp. 18-19. 

The devices 

2/ Transcript of May 7 ,  1980 ,  hearing, a t  p. 160. 3 I d . ,  a t  p. 161.  
- 4/ I d . ,  a t  p. 161-162. 
- 5/ Id. , a t  pp. 165-166. 
- 6/ Id. , a t  p. 168. 
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It i s  our view, i n  l i g h t  of the above, that t h e  p u b l i c  interest does not 

preclude the issuance of an exclusion order. 

adequate capacity to  supply the market even i n  the absence of respondent's 

Complainant appears to  have 

devices. 

against the public  interest. 

Respondent has not shown why the issuance of an order would be 

This case i s  distinguishable from the 

Commission's findings i n  the 

footnote 1) on the basis that complainant here has sufficient capacity to  meet 

Crankpin Grinders case (cited and discussed i n  

customer demand. 

Bond inq 

If an exclusion order i s  to  be issued, the Commission must then, pursuant 

t o  section 337(g)  (3)  , s e t  a bond for such infringing ar t i c les  entered during 

the period t h e  Comnission's determination i s  pending before the President. 

The Commission's rules provide that the Canmission i s  to  determine a bond 

" tak ing  into consideration . . . the amount which would offset any competitive 

advantage resulting from" the violation (19 CFR 210.14(a)(3)) .  The Canmission 

generally has set  a bond equal to  the difference between the selling prices of  

the dcmestic and inported art ic les .  1/ 

Complainant proposed a bond of 45 percent, based on the price difference 

of  30 percent between the domestic and inported a r t i c l e s  ($2.97 for the 

1/ See, for exanple, Certain Roller Units, supra, a t  p. 12 .  B u t  compare 
Doiiycycline: Investigation No. 337-TA-3, USITC Publication 9 6 4 ,  April 1979 , 
a t  p. 2 1  (concurring opinion o f  Conmissioner Alberger) , and Certain 
Thermometer Sheath Packages: Investigation No. 337-TA-56 , USITC Publication 
9 9 2 ,  July 1979 ,  a t  p. 3 0 ,  where a bond of 10  percent representing a reasonable 

' royalty was found appropriate. ( I n  the la t ter  case, the price of the imported 
a r t i c l e  was found to  be higher than the price of the domestic art icle . )  
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domestic, $2.25 for the inported a r t i c l e ) ,  plus an additional 1 5  percent. - 1/ 

Conplainant d i d  not give a reason for the additional 15 percent. 

The Commission investigative attorney proposed a bond of  50 percent, 

calculated on the basis of a 32  percent price differential  plus 18 percent " t o  

ensure offsett ing the competitive advantage of the foreign company." - 2/ 

Commission investigative attorney's 32  percent calculation i s  based on the 

same price information used by complainant; 32  percent i s  the correct 

calculation. ) 

(The 

It i s  our view that a bond of 32 percent would offset any competitive 

advantage enjoyed by respondent. Complainant appears t o  have advantages i n  

market share, marketing, and a well known product. 

advantage seems to  be price. 

more than overcome any advantage respondent now has. 

Respondent's only present 

We t h i n k  that a bond equalizing prices would 

Transcript of May 7 ,  1 9 8 0 ,  hearing, a t  pp. 163-65.  
- 2/ I d . ,  a t  p. 172 .  
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Dissenting @inion of Chairman B i l l  Alberger 
and Commissioner Paula Stern 

We concur w i t h  our fellow Commissioners' f i n d i n g  that the patent i n  

question i n  th is  investigation i s  both valid and infringed. We also concur 

w i t h  their f i n d i n g s  and reasons on trademark infringement, false designation 

of origin, misappropriation of trade dress, and passing off. The majority 

opinion on these matters has essentially adopted the ALJ's recommended 

findings of  f a c t  and conclusions of  law, and we do likewise. 

differ w i t h  their  conclusion that imports which  infringe complainant's patent 

have the effect or tendency t o  substantially injure the domestic industry ,  and 

However, we 

for that reason we determine there is no violation of  Section 337.  

The basis for the majority's f i n d i n g s  and determination on injury i s  

essentially that conplainant has " lost"  some 17 customers t o  the infringing 

imports, and that complainant's annual sales have been increasing a t  a 

diminishing rate since respondent's goods entered the market. 

evidence of one instance of  price suppression by complainant resulting from 

There was also 

attempts t o  regain a los t  customer. B u t  against t h i s  scant evidence of 

present injury there are numerous indications that complainant (which  

comprises the to ta l  domestic industry)  i s  a healthy and growing business 

operation. Since 1 9 7 7 ,  when the infringing imports began, domestic sa les ,  

production and receipts have a l l  increased steadily. 

While it i s  true that the rate of  increase i n  complainant's sales has 

been declining somewhat, this  i s  partial ly accounted for by the fact  that 

production capacity has been limited. During the year of  highest import 
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penetration, domestic sales went up 18 percent, A/ a more t h a n  acceptable rate 

Of growth. 

small, solely owned business i s  apparently operating a t  maximum capacity. - 3/ 

I n  f a c t ,  one could surmise that complainant m i g h t  actually increase output by 

There has been no decrease i n  employment, 2/ and complainant's 

one-third if it added just  one person to  i ts  work force. Over the three years 

of  importation by respondents, the domestic industry's annual gross receipts 

have increased more than 100 percent. 

Even w i t h  respect t o  the issue of  l o s t  sales,  on which  the majority 

r e l i e s  so heavily, the record i s  less  than convincing. The 17 los t  sales came 

to the ALJ's attention because respondent was asked i n  the hearing t o  l i s t  i ts  

top 20 U.S. customers. 

Gammon) tes t i f i ed  that most of  them were former customers. 

When it had done so, complainant's witness (Mrs. 

The only evidence 

c i t e d  by t h e L L J  for t h e  conclusion t h a t  17 o f  these 20 firms once bought from 

complainant was the testimony of complainant's witness, which  went as follows: 

Q Now, over and above the sales from Makepeace, of your 
personal knowledge, do you know of  any other sales you have l o s t  t o  
Mr. Woods? 

A There i s  a l o t  of  customers that haven't been ordering from 
us for awhile b u t  I c o u l d n ' t  f i n d  out from them who they are buying 
from? 

Q You couldn't t e l l  u s  who they are right now? 

A No. I don't have any book w i t h  me. 

Q Of your awn knowledge, do you know if we have any evidence 
i n  the record of  los t  sa les ,  other than Makepeace? 

- 1/ Recommended Finding of Fact, 108. 
- 2/ Recommended Finding of Fact,  111. - 3/ Recommended Findings  of Fact,  1 0 0 ,  102. 
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A When Mr. Woods was on the stand awhile ago he named several 
companies of the 20--of the 2 0 ,  there i s  only three or four of them 
that were not our customer, b u t  a l l  the other ones were our 
customers before. 

Q So you are testifying that 17 out of those 20 top customers 
were your customers? 

A Yes, Sir. 

Q And you are testifying that you l o s t  sales to  17 out of 
those 20 customers? 

A Anything he sold to them, we los t  it. 

Q Were those 17 your customers before he sold? 

A Yes, Sir. There were also customers that were supplied by 
the Curta Company. 

Q Did you ask any of these customers, or are you aware that 
you or anybody--your husband or your attorney--asked specifically 
these 17 customers whether they are now buying from Mr. Woods and 
they q u i t  buying from you? 

. A We asked, but--my lawyer has asked-but there was a l o t  of 
them that never answered. 

Q Do you know how many answered? 

A I don't know. You would have to ask my lawyer. I d i d n ' t  
have the names u n t i l  ML-. Wood said. A/ 

The witness acknowledged i n  the above testimony that she had no records w i t h  

her showing which of the 20 firms were former customers. Her assertion was 

vagus a t  best, as evidenced by the statement "There (were) only 3 or 4 of them 

who were not our customers." A s  to  the quantity of lost  orders, she simply 

said "Anything he sold to  them, we lost it.' Further complainant never 

4/ Transcript of January 25, 1980 ,  Hearing before Judge Duvall, pp. 636-38. 
T h i s  testimony was part of the i n  camera portion of the transcript, b u t  it was 
substantially divulged by counsel for complainant i n  testimony befor'e the 
Commission, and therefore contains no confidential information. See, 
Transcript of May 7 ,  1980,  hearing pp. 33-40. 
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produced records to indicate the number or size of lost  orders. It i s  our 

view that this  record f a l l s  far short of  establishing verified los t  sales. 

The testimony merely established that there were 16 or 17 customers on 

respondent's l i s t  to whom complainant might have sold some surveying devices 

i n  the past. 

Another factor mitigating against treating the 17 lost  customers as 

actual lost sales i s  the lack of any adverse consequences to conplainant. It 

appears that complainant's sales equalled or exceeded production capacity 

during much of  the time it was supposedly losing sales. Perhaps this  explains 

why complainant's witness was unaware of  the so-called lost  customers u n t i l  

respondent testified. There i s  no evidence that any of the respondent's sales 

to conplainant's former customers had any direct effects  on conplainant's 

prof i ts ,  p r o d h i o n  or f u t u r e  production plans. 

consider these 17 exanples " lost  sales" i n  the sense that the Commission 

This makes it d i f f i c u l t  to 

ordinarily uses that term. 

We also disagree w i t h  the majority's contention that the record supports 

a f inding  of  a tendency toward future injury. 

has been exceedingly low, and i s  actually declining. z/ Respondent's maximum 

capacit; i s  a small fraction of conplainant's production, i/ and there i s  

l i t t l e  evidence that conplainant seeks t o  increase its U.S. market 

substantially through the solicitation of additional orders. 

circumstances, we do not believe that the principle of "conceivable los t  

The irrport penetration ratio 

I n  these 

sales" ennunicated i n  I n  Re Von Clem - 7/ dictates a f i n d i n g  of "tendency" to 

- 5/ Recammended f i n d i n g  of Fact 108. 
- 6/ Recommended f i n d i n g  of Fact 1 0 4 ,  106. - 7/ 229 F.2d 4 4 1  (CCPA 1955) .  See, Majority @inion a t  page . 
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s u b s t a n t i a l l y  i n j u r e .  

w i t h  respect t o  t h e  " tendency" language  of s e c t i o n  337, t h e  d ra f t smen  never  

meant t o  permit f i n d i n g s  based on  p u r e l y  h y p o t h e t i c a l  i n j u r y .  

Some p o s i t i v e  ev idence  t h a t  t h e  u n f a i r  acts,  if allowed t o  c o n t i n u e ,  w i l l  

cause s u b s t a n t i a l  i n j u r y  i n  t h e  f o r e s e e a b l e  f u t u r e .  Here, t h e  m a j o r i t y  re l ies  

on facts which, i n  our view, do  n o t  p o i n t  toward such  an e v e n t u a l i t y .  They 

a r g u e  t h a t  r e sponden t  h a s  a g g r e s s i v e l y  sough t  t o  expand i t s  U.S. sa les ,  a s  

ev idenced  by its e x t e n s i v e  c o n t a c t  w i t h  U.S. d e a l e r s  and i ts  r e c e n t  attempts 

to  acquire a d d i t i o n a l  sa les  out le ts ,  J/ 

t h e s e  e f f o r t s  w i l l  r e su l t  i n  t h e  k ind  o f  i n c r e a s e  i n  imports which would b e  

needed t o  c u t  i n t o  c o m p l a i n a n t ' s  market sha re .  

r e s p o n d e n t ' s  role i n  t h e  U.S. market i s  i n s i g n i f i c a n t  and d e c l i n i n g .  If  w e  

were to  f i n d  a "tendency" i n  t h i s  case, t h e  Commission would be f o r c e d  t o  

r ende r  a f f i r m a t i v e  d e t e r m i n a t i o n s  e a c h  time t h e r e  was a h a n d f u l  o f  los t  sales 

and a hypothetical  p o s s i b i l i t y  of imports i n c r e a s i n g ,  even i f  a l l  other 

r e l e v a n t  c r i te r ia  t h e  Commission normal ly  examines p o i n t e d  away from a showing 

o f  i n j u r y .  

Although l e g i s l a t i v e  h i s t o r y  s u g g e s t s  a low t h r e s h o l d  

There must be 

But ,  i t  is n o t  clear t h a t  any of 

The clearer f a c t  is t h a t  

We recogn ize  t h a t  p a t e n t e e s  have a rgued  t o  t h e  Commission f o r  a low 

i n j u r y  t h r e s h o l d  i n  p a t e n t  based  337 a c t i o n s  on t h e  theo ry  t h a t  each  

i n f r i n g i n g  import i s  a p o t e n t i a l  los t  sale  t o  t h e  domest ic  i n d u s t r y .  

when t h e r e  i s  such s t r o n g  e v i d e n c e  t h a t  a compla inant  is p r o f i t a b l e  and 

growing, w e  b e l i e v e  it would b e  i n c o n s i s t e n t  w i t h  t h e  purpose of s e c t i o n  337 

t o  impose a remedy s imply  because  a p a t e n t e e ' s  monopoly s h a r e  h a s  been d i l u t e d  

However, 

- 8/ See, Recammended F i n d i n g s  o f  f a c t  105, 112.  
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by a miniscule amount. 

for the remedying of private rights. 

been t o  gauge the e f fec t  of unfair ac ts  on the domestic industry as a whole, 

and t o  determine the needs t o  protect otherwise e f f i c ient  U.S .  industries from 

substantial harm. 

section 337 may be lower than that under other trade laws, b u t  it would be 

regrettable if we adopted a meaningless standard i n  patent cases on the theory 

that each infringing import i s  a l o s t  sale t o  the domestic producers. 

per - se injury t e s t  i s  unjustified under any interpretation of the statute. 

Section 337 i s  not merely a patent-based jurisdiction 

The Commission's historical  role has 

We accept the fact  that the threshold of  injury under 

Such a 

It 

would essentially read the injury requirement out of  the statute. 

Our position i n  t h i s  case i s  not contrary t o  recent Commission 

determinations on the injury question. 

Grinders, 2/ for example, w e  based our affirmative f i n d i n g  primarily on  a 

showing of  l o s t  sa les ,  even where profitabil i ty and domestic sales had not 

I n  Certain Automatic Crankpin 

suffered markedly; b u t  i n  that case the import penetration rat io  was 

significantly higher, the patented devices had a h i g h  u n i t  cost ,  and the 

evidence suggested that the loss of even one order adversely affected 

production economics, capital  expenditures and complainant's ab i l i ty  to  adjust 

t o  cycl ical  sales patterns. I n  other cases where the Commission has found i n  

the affirmative w i t h  respect t o  patent-based violations, it has relied heavily 

on evidence of  h i g h  inport penetration, 10/ declining production or sales by 

- 

10/ See e.g., Certain Roller U n i t s ,  Inv. 337-TA-44, U.S.I.T.C. Pub. 944 
(Feb. 1979)  ; Certain Multicellular Plastic  Film, Inv. 337-TA-54, U.S.1 .T.C. 

Pub. 987 (June 1 9 7 9 )  ; Certain Thermometer Sheath Packages, Inv. 337-TA-56, 
U.S.I .T.C. Pub. 992 (July 1979) .  
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t h e  domestic patentee, g/ dec l in ing  prof i tabi l i ty ,  a/ s i g n i f i c a n t  price 

depression, g/ and substantial  foreign capacity. s/ While a l l  factors need 

not be present i n  each case, it i s  unusual  for the Commission to  render an 

affirmative decision when, as it appears here, none are present. 

Ironically,  the Commission recently found in jury t o  be lack ing  i n  a case 

w i t h  facts  analogous t o  the present case. 

t h e  inport ra t io  was about the same as i n  t h i s  case, b u t  a l l  other factors 

suggested that  t h e  domestic industry was healthy. 

respect t o  the information on lost  customers, w h i c h ,  as we have noted is 

neither conclusive nor persuasive. 

Corbination Locks requires a f i n d i n g  of  no violation here. 

dissent.  

I n  Certain Combination Locks - 15/ 

T h i s  case differs only w i t h  

We fee l  that  the standard articulated i n  

We therefore 

- 11/ See, e.g., Certain Roller U n i t s ,  U.S.I.T.C. Pub. 944. 
12/ See, e.g. , Certain Multicellular Plastic Film, U.S.I.T.C. Pub. 987; 

13/ See e.g. , Certain Roller U n i t s ,  U.S.I.T.C. Pub. 944. 
- 14/ See e.g., Certain Multicellular Plastic Film, U.S.I.T.C. Pub. 987. 
- 15/ Inv. 337-TA-45, U.S.I.T.C. Pub. 945 (Feb. 1979) .  

Cezain Thermometer Sheath Packages, U.S.1 .T.C. Pub. 992. 








