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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

In the Matter of

Investigation No. 337-TA-139
CERTAIN CAULKING GUNS

NOTICE OF ISSUANCE OF EXCLUSION ORDER

AGENCY: U.S. International Trade Commission.

ACTION: Notice is hereby given that the Commission has issued a general
exclusion order in the above-captioned investigation.

AUTHORITY: 19 U.sS.C. § 1337.

SUPPLEMENTARY INFORMATION: The presiding officer issued an initial
determination on November 25, 1983, in which he determined that there has been
a violation of section 337 of the Tariff Act of 1930 (19 U.S.C. § 1337) in the
unauthorized importation and sale of certain caulking guns by reason of the
infringement of U.S. Letters Patent 4,081,112 owned by complainant Peter J.
Chang, the tendency of which is to prevent the establishment of an efficiently
and economically operated industry in the United States.

On December 28, 1983, the Commission determined not to review the
presiding officer's initial determiation, thereby allowing it to become the
Commission determination on violation of section 337. The Commission
requested written submissions on the issues of remedy, the public interest,
and bonding from the parties, other Government agencies, and the public. 49
F.R. 670 (Jan. 5, 1984), Only complainant and the Commission investigative
attorney filed written submissgions.

Copies of the Commission's Action and Order, its opinion, and all other
nonconfidential documents filed in connection with this investigation are
available for ingpection during official business hours (8:45 a.m. to
5:15 p.m.) in the Office of the Secretary,.U.S. International Trade
Commigsion, 701 E Street NW., Washington, D.C. 20436, telephone 202-523-0161.
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POR FURTHER INFORMATION CONTACT: Williem R. Perry, Esq., Office of the
General Counsel, U.S. International Trade Commission, telephone 202-523-0499.

By order of the Commission.

Kenneth B. Mason
Secretary

Issued: February 23, 1984



UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

In the Matter of

CERTAIN CAULKING GUNS

e N Mg P

Investigation No. 337-TA-139

COMMISSION ACTION AND ORDER
Background

A complaint was filed with the Commission on January 26, 1983, by Peter
J. Chang alleging unfair acts and methods of competition in the importation
and sale of certain caulking guns. The Commission on February 17, 1983,
instituted an investi;ntion to determine whether there is a violation of
section 337 of the Tariff Act of 1930 (19 U.S.C. § 1337) in the unlawful
importation of certain caulking guns into the United States, or in their sale,
by reason of alleged (1) direct infringement of the claims of U.S. Letters
Patent 4,081,112; (2) passing off; (3) false advertising; and (4) violation of
section 43(a) of the Lanham Act (15 u.s.c.}s 1125) by reason of false
designation of origin and source, the effect or tendency of which is to
prevent the establishment of an efficiently and economically operated industry
in the United States.

On November 25, 1983, the presiding officer issued his initial

determination finding a violation of section 337 on the basis of paten£

infringement, but not on the basis of passing off, false advertising, or false



designation of source and origin. The administrative law judge also found
that the tendency of these unfair acts was to prevent the establishment of an
efficiently and economically operated industry in the United States.

On December 27, 1983, the Commission determined not to review the initisl
determination, thereby adopting the initial determination as the Commission's
determination on violation of section 337. The Commission subsequently issued
a no;ice goliciting comments by_the parties, Government agencies, and the
public on the issues of remedy, public interest, and bonding. 49 P.R. 670
(Jan. 5, 1984).

Complainant and the Commission investigative attorney filed written
submissions concerning remedy, the public interest, and bonding. No

submissions were received from respondents or from any nonparties.
]

Action

Having determined that the issues of remedy, public interest, and bonding
are properly before the Commission and having reviewed the written submissions
filed on remedy, public interest, and bonding and those portions of the record
relating to those issues, the Commission on February 14, 1984, determined to
issue a general exclusion order prohibiting entry into the United States,
except under license, of caulking guns that infringe one or more claims of
U.S. Letters Patent 4,081,112. Complainant shall submit yearly reports to the
Commission regarding his production and importation of the patented caulking
guns. The Commission also determined that*the public interest factors
enumerated in section 337(d) (19 U.S.C. § 1337(d)) do not preclude issuance of
a general exclusion order and that the bond during the Presidential review
period should be in the amount of 100 percent of the entered value of the

imported caulking guns.



Order
Accordingly it is hereby ORDERED that--

1. Caulking guns which infringe one or more clgims of U.S. Letters
Patent 4,081,112 ('112 patent) are excludéd from entry into the
United States, except under license of the patent owner, for
the remaining term of the patent; '

2. The articles ordered-to be excluded from entry into the United
States shall be entitled to entry under bond in the amount of
100 percent of the entered value of the subject articles from
the day after thig order is received by the’ President’ putsuant
to subsection (g) of section 337 of the Tariff Act of 1930,
until such time as the President notifies the Commisgsgion that
he approves or disapproves this action, but, in any event, not
later than 60 days after the date of receipt of this action.

3. Complainant Peter J. Chang shall file a written statement with
the Commission, made under oath, on June 30, 1984, and on June
30 of each year thereafter until and including June 30, 1988,
gsetting forth the following information:

a. THe number of units and size (e.g., one-tenth gallon,
quart) of caulking guns produced pursuant to the '112
patent by or on behalf of complainant in the United States
during the 12-month period preceding the date of the
report;

b. The name and address of the facility(ies) at which the
production referred to in item (1) above occurred and the
nature or type of the production activities performed at
that facility (e.g., manufacture, assembly, painting,
quality control);

c. The number of units and size of caulking guns produced
pursuant to the '11l2 patent imported, assembled or
unassembled, into the United States by or on behalf of
complainant during the 12-month period preceding the date
of the report;

d. A description of the nature or type of production
activities performed at facilities outside of the United
States with respect to <aulking guns referred to in item
(c) above; and

e. A description of those components, if any, of caulking
guns produced pursuant to the '112 patent that were
imported into the United States by or on behalf of
complainant during the 12-month period preceding the date
of the report.
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4. MNotice of this Action and Order shall be published in the
Yederal Register;

S. A copy of this Action and Order and of the Commission opinion
in support thereof shall be served upon each party of record in
this investigation and upon the Department of Health and Human
Services, the Department of Justice, the Federal Trade
Commission, and the Secretary of Treasury; and

6. The Commision may amend this Order in accordance with the
procedure described in 19 C.F.R. § 211.57.

By order of the Commission.

innoth R. Mason
Secretary

Issued: February 23, 1984



COMMISSION OPINION

The Commission has determined not to review the administrative law
judge's initial determination on violation pursuant to Commission rule
210.53(h) and the notice published in the Pedera] Register on January 5, 1984,
(49 Fed. Reg. 670). The only issues remaining to be resolved in this

investigation are remedy, public interest, and bonding.

Remedy
GCeneral exclusion order
wWe determine that the appropriate remedy in this investigation is a
general exclusion order. The facts of this investigation satisfy the criteria

set forth in Certain Airless Paint Spray Pumps and Components Thereof 1/ for

the issuance of a general exclusion order. 1In Spray Pumps, the Commission

noted that it had an obligation to balance complainant's interest in complete
protection from unfair trade wtih the inherent potential of a general
exclusion order to disrupt fair trade. 2/ 3/ Since Spray Pumps the
Commission has required that a complainant éeeking a general exclusion order
must prove both a widespread pattern of unauthorized use of its patented

invention and/or certain business conditions from which the Commission might

reasonably infer that foreign manufacturers other than the respondents to the

i/ Inv. No. 337-TA-90, USITC Pub. 1199, Nov. 1981; 216 USPQ 465.
2/ 1d. at 18. -

/ It should be noted that in Spray Pumps the Commission did not issue s
general exclusion order because the facts of the case did not satisfy
the criteria set forth.
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investigation may attempt to enter the U.S. market with infringing

ariticles. 4/

With respect to a widespread pattern of unauthorized use of the patented
invention, complainant has established thet numerous respondents and other
foreign companies that were not named in the complaint have exported or were
on the verge of exporting infringing caulking guns to the United States.
Complainant also has provided information indicating an established demand for
the product, the existence of significant marketing and distribution networks
in the United States, substantial excess foreign capacity, and that only s
short period is required by foreign manufacturers to attain production
capability by retooling or establishing a new plant. Thus, complainant has
established the existence of business conditions from which the Commission can
readily infer that forfeign manufacturers other than respondents can easily
commence production and enter the U.S. market with infringing articles. 2/
Further, a general exclusion order should not disrupt fair trade. The U.S,
Customs Service should have no difficulty in correctly identifying the
infringing articles because of two features: (1) a trigger pivoted above the
plunger rod, and (2) a first spring in the space between the forward wall and

the first gripping plate above the plunger rod. Therefore, we determine that

a general exclusion order is the most appropriate remedy in this investigation.
In this investigation the Commission has determined that the infringing
imports are preventing the establishment of a domestic industry. 1In order to

protect the integrity of section 337 and ensure that the order protects "an

4/ Spray Pumps at p. 18.
5/ Complainant's brief on remedy, bonding and the public interest at 3-7.
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industry . . . in the United States" and not an importer, we are requiring an
annual reporting requirement. This reporting requirement will ensure that the
Commission will be informed on a regular basis as to whether complainant has
in fact established and continues to maintain a domestic industry.

Under the reporting requirement, the complainant's first report will be
due on June 30, 1984, and yearly thereafter for four years. BEach report will
provide information on the number of patented caulking gung domestically
produced and/or imported during the reporting period. The report will also
name and describe the activities of the domestic facilities and foreign
facilities that produce the patented caulking guns.

The Coﬁmission believes that any burdens to complainant that exist are
outweighed by the Commission's legitmate concern that it not issue an

exclusion order that benefits only an importer.

The Public Interest

The Commission may issue an exclusion order only after considering the
effect of such exclusion order upon the public health and welfare, competitive
conditions in the U.S. economy, the production of like or directly competitive
articles in the United States, and U.S. consumers. We conclude that an
exclusion order will not have an advese effect on the aforementioned
public~-interest factors. There are numerous caulking guns, domestically
produced and imported, that do not infringe complain;nt's patent and will not

be affected by the issuance of a general exclusion order.

Bonding
During the Presidential review period, the infringing articles must be

allowed to enter the United States under a bond prescribed by the Commission.



A5

. 4
The bond shoulalbe set at "the amount which would offset any competitive
advantage resulting from the unfair method of competition or unfair act
enjoyed by persons benefitting from the importation of the article.” &/ A
bond of 100 percent of the entered value will offset the competitive advantage
currently enjoyed by respondents. This figure is based on the difference

between the average wholesale price of complainant's caulking guns and the

prices of the lower priced infringing imports.

6/ S.Rep. No. 1298, 93rd Cong., 2d Sess. 198 (1974).



CERTAIN CAULKING GUNS

337-TA-139

CERTIFICATE OF SERVICE

I, Kenneth R. Mason, hereby certify that the attached Notice of Issuance
of Exclusion Order was served upon Lynn Levine, Esq. and upon the following
parties via first class mail and/or air mail where necessary on February 24,

1984,

For COMPLAINANT Peter J. Chang:

Donald R. Dinan, Esq.

Adduci, Dinan and Mastriani
1140 Connecticut Avenue, N.W.

Suite 250
Washington, D.C. 20036

For a2C0, Inc.:

Michael M. Hachigian, Esqg.
Second Floor
4250 Wilshire Boulevard

Los Angeles, California 90010

Buseong Industrial Co., Ltd.
247-7 Sanok-~Dong

Buk~Ku

Incheon, Korea

C & B Brothers, Co., Ltd.
P.0. Box 84-363
Taipei, Taiwan

P

Kenneth R. Mason, Secretary

U. S. International Trade Commission
701 E Street, N.W,

Washington, D.C. 20436

RESPONDENTS :

tA
... (Conz's.,.



CERTAIN CAULING GUNS 337-TA-139

Service List =-- page 2

Chil Dung Ind., Co.
50-2, Seosomun-Dong Chung=-Ku
‘Seoul, Korea

Donald Gray

4500 Cedros Avenue

P.0O. Box 5216

Sherman Caks, Californmia 91413

D&W Industrial Co., Lrd.
P.0. Box 27-93
Taichung, Taiwan

Fuerza International Co., Ltd.
141-1 Hoping Road

Luchou Hsiang

Taipei-Hsien, Taiwan

Gray Marketing Group, Ltd.

4500 Cedros Avenue

P.O. Box 5216

Sherman Oaks, California 91413

Kukje Corp.
CPO Box 747
Seoul, Korea

Taiwan Seven Rings Ind., Co., Ltd.
P. 0. Box 30-422
Taipei, Taiwan

The Mega Group, Inc.

6001 Northwest 153rd Street
Miami Lakes, FL 33014

FOR LOWE'S COMPANY, INC.:

Myron Amer, Esq.
BAUER AND AMER, P.C.
114 0ld Country Road
Mineola, NY 11301



CERTAIN CAULKING GUNS : 337-TA-139

‘ Service List -~ page 3

Thumb Enterprise, Co., Ltd.
6th Floor, Taishin Bldg.

No. 30, Sec. 2, Chi-Nan Road
Taipei, Taiwan

Viva International Corp.
11 - 4th floor .
NCR Bldg., P.0O. Box 13-361
955 Tun Hwa Road

Taipei, Taiwan

Winmax, Inc.
P.0O. Box 53-422
Taipei, Taiwan



GOVERNMENT AGENCIES:

Mr. Charels S. Stark

Antitrust Div./U.S. Dept of Justice
Room 7115, Main Justice
Pennsylvania Ave & Tenth St., N.W.
Washington, D.C. 20530

Edward F. Glynn, Jr., Esqg.
Asst Dir for Intl Antitrust
Federal Trade Commission
Room 502-4, Logan Building
Washington, D.C. 20580

Darrel J. Grinstead, Esqg.

Dept of Health and Human Sves.
Room 5362, North Building

330 Independence Ave., S.W.
Washington, D.C. 20201

Richard Abbey, Esqg.

Chief Counsel

U.S. Customs Service

1301 Constitution Ave., N,W.
Washington, D.C. 20229



CHAIRMAN

UNITED STATES INTERNATIONAL TRADE COMMISSION

WASHINGTON. D.C. 20436

The President FEB 2 A E
The White House
Washington, D.C. 20500

Dear Mr. President:

On February 14, 1984, the U.S. International Trade Commission
determined pursuant to section 337 of the Tariff Act of 1930 (19
U.S.C. § 1337) thet the appropriate relief in investigation ¥Wo.
337-TA-139, Certain Caulking Guns, is a general exclusion order
prohibiting entry into the United States of infringing caulkiag
guns. The Commission further determined that public-interest
factors do not preclude issuance of the aforementioned relief in
this case. ,The articles directed to be excluded are entitled to
entry under a bond of 100 percent of the entered value of the
articles concerned during the Presidential review period.

Pursuant to subsection (g) of section 337, this letter transmits
to you copies of the Commission's Action and Order, the Opinion of
the Commission, and the record upon which our determinations and
findings are based.

Sincerely,

M Eckin

Alfred Eckes
Chairman

~ Enclosures



CHAIRMAN

UNITED STATES INTERNATIONAL TRADE COMMISSION

WASHINGTON. D.C. 20436

Honorable Donald T. Regen FER 2 4 1984
Secretary of the Treasury
Washington, D.C. 20220

Dear Mr. Secretary:

On February 14, 1984, the U.S. International Trade Commission,
determined pursuant to section 337 of the Tariff Act of 1930 (19
U.S.C. § 1337) that the appropriate relief in investigation No.
337-TA-139, Certain Caulking Guns, is a general exclusion order
prohibiting entry into the United States of infringing caulking
guns. The Commission further determined that public-interest
factors do not preclude the issuance of the aforementioned relief in
this case. The articles directed to be excluded are entitled to
entry under*a bond of 100 percent of the entered value of the
articles concerned during the Presidential review period.

In accordance with subsection (g) of section 337, the
Commission's Action and Order, the Opinion of the Commission, and
the administrative record were transmitted to the President on
February , 1984,

Sincerely,

) Eckar

Alfred Eckes
Chairman

Enclosures



This is an initial determination issued by a Commission administrative
law judge (presiding officer) that was not reviewed by the Commission. The
initial determination h;s, therefore, become the Commission determination in
this investigation on the issue of violation of section 337. See section

210.53(h) of the Commission's Rules of Practice and Procedure, 47 Fed. Reg.

25134, June 10, 1982 and 48 Fed. Reg. 20225, May 5, 1983; to be codified at 19
C.F.R. § 210.53(h).
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Agency Form Submitted for OB
Review

AGENCY: International Trade
Commission. ’

ACTION: In accordance with the
provisicns of the Paperwork Reduction
Act of 1980 {43 U.S.C. Chapter 35), the
Commission has submitied a proposal
for the collection of information to the
Office of Management and Budget for
review.

Purpcse of information collection: The
proposed information cellection is for
use by the Comumission in connection
with investigztion No. 332-172, Changes
in the U.S. Telecommunications Industry
and the Impartof US.
Teleccmmunications Trade, instituted
under the auibority of section 332(g) of
the Tarifl Act of 1830 (18 US.C. 332(g)).

Summary of proposals: {1} Number of
forms submitted: Four

(2) Title of form: Changes in the ULS.
Telecommunicaticns Industry and the
Impact on US. Telecommeunications
Trade—Questionnaires for U.S
Producers, Purchasers, Praspective
Purchasers, and Imparters

{3) Type of reguest: New

(4} Freguency of use: Nonrecurring

(5) Description of respondents: Firms
manwfacturing, firms purchasing, firms
which may purchase, and importers of
telecommunications equipment

(6) Estimeted number of respondents:
200

(7) Estimated total number of hours to
complete the forms: 5,000 C

8} Information obtained from the form
that quailtfies as confidential business
informatien will be so treated hy the ~
Commissioa and not disclosed in a
manner that would reveal the mdmduai
operations of a firm.

Additiona! information or cnmma!t ~
Copies of the proposed forms and
supporting documents may be obtained
from Charles Ervin, the USITC agency
clearance officer {lel. no. 202-523-4463).
Comments about the proposals should
be directed to the Office of Information

.and Regulatory Affairs of OMB,
Attention: Francine Picoult, Desk Officer
for U.S. International Trade
Commission. If you anticipate
commenting on a form but find that time
to prepare comments will prevent you
from submitting them promptly you
should advise GMB of vour intent as
soor as possibie. Copies of any
comments should be provided to
Charles Ervin (United States
International Trade Commission, 7G1 E
Street, NW., Washington. D.C. 20436

By order of the Commission.

Issued: December 29.1983.
Kenneth R. Mason,
Secretory.

{FR Doc. 84-256 Filed 1—4-84: £45 am}
BILLING CODE 7020-02-M

[Investigations Nos. 701-TA-205 through
207 (Preliminary) and 731-TA- 153 and 154
(Rreliminaryl]

Import Invesfigations; Certafir Carbon
Steel Products From Brazil

Determinations

On the basis of the record? developed
in the subject investigation, the
Comrmission determines. pursuant to
section 703{a) of the Tariff Act of 1930
{18 U.S.C. 1671b{a)), that there is a
reasonable indication that an industry in
the United States is materially injured?
by reason cf imports from Brazil of the
following products which are alleged to
be subsidized by the Government of
Brazil: certain carboen steel products in
coils {investigation No. 701-TA-205
(Preltmizary}l.® hot-rolled carban steed
sheet (investigation No. 701-TA-208
(Preliminary}},* and cold-rolled carbon
steel sheet (investigation Ng. 701-TA-
207 (Preliminary)}.®

The Commission also determines,
pursuant to section 733(a} of the Tariff
Act of 1930 {19 ULS.C. 1673b(a}). that

. there is a reasanable indication that an

industry in the United States is
materially injured 2 by reason of imports
from Brazil of the fellowing products
which allegedly are being, or are likely
to be. sald in the United States at less
than fair value: hot-rolled carbon steel
sheet (investigation Ne. 731-TA~153
(Preliminary)l,¢ acd cold-rslied cerbon
steel sheet {investigsfion No. 731-TA~-
154 (Preliminary}).®
Background

On November 10, 1933, petitions wese

filed with the Commissian and the

Department of Commerce by the United '

States.Stee) Carp. alleging that imports
of certain carbon steelprodacts from

! The record is defined in § 207.2(i) of the
Commission’s Rules of Praciice and Procedure (19
CFR 207.2(H.

* Commissioner Stern dezermines thet tbere s
reasonable indication that az industry in the United
States is threstened with material injury by reason
of imports of such merchandise Som Brazil.

3 For purposes of this investigeon. carbon steel
products in coils are thoee provided far i item
607.6610 of the Tariff Schecdules of the United States
Annotated (TSUSA).

¢ For purposes of this mywestigztion. hot-rolted
carbon steel sheet are those products provided for
in items'607.6710. 6076720, 6,7.£730. 607.6740.
607.8320. or 607.8342 of the TSUSA.

® For purposes of this investigation, cold-ralied
carbon steel shee! are those procucts provided for
in items 607.8320. 607.8350. 877.8335. or 607.8380 of
the TSUSA.

Brazil are being subsidized by the

Brazilian Government and/or sold in the -

United States at less than fair value
Accordingly, effective November 10,
1983, the Commission iustituied
preliminary countervailing duty and
antidumping investigations under
sections 701{a) and 733(a), respectively,
of the Tariff Act of 1830 tc determine
whether there is a reasonable indication
that an imdustry in the United States is
matenal]y m).med. or is threatened with
material mjury, or the establishment 6f
an industry in the United States is
materially retacded, by reason of -
imports of such merchandise."

Notice of the institution of the |
Commission's investigatiors and-of a
conference to be held in connection
therewith was given by posting copies of
the notice of the Office of the Secretary,
U.S. Intenational Trade Commission,
Washington, D.C., and by publishing the
notice in the Federal Register of
November 22, 1983 {48 FR 52782). The
conference was held in Washingion,
D.C., on December 7, 1983, and all
perseas who requested the epportunity
were permitted to appear im person or
by counsel.

The Commission t:ansmmed its repon
on these investigations to the Secretary .
of Commerce on December 27,1883 A - -
public version of the Commission's
report, Certain Carbon Steel Products
from Brazil (investigations Nos. 7G1-TA~
205 through 207 {Preliminary) and 731— -
TA-153 and 154 (Preliminary)), USITC
Publication 1470, December 1983)
contains the views of the Commission
and information developed dnnng the
investigations. -

By Order of the- Commxssxon
Issped: December 27, 1983,
Kenneth R. Masom, -
Secretary. T -~
[FR Doc. 84-257 Filed 148k 84S ara] o
BILLING CODE .7020-02-% R

[Invesfigation Nc. 337-TA-138]

- Certain Caulking Guns; Commission

Decision Not To Review initial’
Determination; Deadline for Fifing
vi/ritten Submissions on Remedy, the
Pubiic Imarest, and Bonding

AGENCY: U.S. Im:zmaqonal Trade )
Commission.

AcCTION: Notice is herebw giv-e_n that the
Commission has deterniined not 1o
review the presiding cffcer’s initiz!
determination that there is a violation of
sectica 337 in the above-captioned
inveastigation. The parties to the
investigation and interested
Government agencies are requested to
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file written submissions on the issues of
remedy, the public interest, and
bonding.

Autbority: The authority for the
Commission's disposition of this matter is
contained in section 337 of the Tariff Act of
1830 {18 U.S.C. 1337) and in §§ 210.53-210.56
of the Commission's Rules of Practice and
Procedure {47 FR 25134 {June 10, 1882) as
amended by 48 FR 20225 (May S, 1983) and 48
FR 21115 (May 11, 1883); to be codified at 19
CFR 210-53-210.56).

SUPPLEMENTARY INFORMATION: On
Noverber 285, 1883, the presiding officer
issued an initial determination that there
is a violation of section 337 in the
unauthorized importation and sale of
certain caulking guns. Pursuant to

§ 210.54(a)} of the Commission's Rules of
Practice and Procedure, the Commission
investigative attorney filed a petition for
review of the AL['s determination that
complainant's patent' (U.S. Letters
Patent 4,081,112} is not invalid as
obvious in light of prior art. Having
examined the record in this
investigation, including the initial
determination of the presiding officer,
the petition for review, and the respanse
thereto, the Commission on December
27, 1983, determined not to review the
initial determination. Consequently, the
initial determination has become the
Commission determination on violation
of section 837 in this mvesngatmn.

Written Submissions

Inasmuch as the Commission has
found that a violation of section 337 has

occurred, it may issue (1) an order which -

could result in the exclusion of the
subject articles from entry into the
United States and/or {2) cease and
desist orders which could result in one
. or more respondents being required to
cease and desist from engaging in unfair
acts in the importation and sale of such
articles. Accordingly, the Commission is
interested in receiving written
‘submissions which eddress the form of
reiief, if any, which should be ordered.
If the Commission contemplates some
form of relief, it must consider the effect _
of that relief upon the public interest.
The factors which the Commission will
consider include the effect that an
exclusion order and/or a cease and
desist order would have upon (1) the
public health and welfare, (2}
competitive conditions in the U.S.
economy, {3) the U.S. production of
articies which are like or directly
competitive with those which are the
subject of the investigation, and (4) U.S.
consumers. The Commission is therefore
interested in receiving written
submissions concerning the effect, if

any, that granting relief would have on
the public interest.

1f the Commission orders some form
of relief, the President has 60 days to
approve or disapprove the Commission's
action. During this period, the subject
articles would be entitled to enter the
United States under a bond in an
amount determined by the Commission
and prescribed by the Secretary of the
Treasury. The Commission is therefore
interested in receiving written
submissions concerning the amount of
the bond, if any, wlnch should be
imposed.

The parties to the investigation and
interested Government agencies are
requested to file written submissiors on
the issues of remedy, the public interest,
and bonding. The complainant and the
Commission investigative attorney are
also requested to submit a proposed
exclusion order and/or a proposed
cease and desist order for the
Commission’s consideratior. Persons
other than the parties and Government
agencies may file written submissions
addressing the issues of remedy, the
public interest, and bonding. Written
submissions on remedy, the public
interest, and bonding must be filed not
later than the close of business on the
day which is twenty-one (21] days after
publication of this notice'in the Federal
Register, .

Commission Hearing

The Commission does not plan to hold
a public hearing in connection with final
disposition of this investigation.

Additional Information

Persons submitting written
submissions must file the original
document and 14 true copies thereof
with the Office of the Secretary on or
before the deadline stated abéve. Any
person desiring to submit a document
(or & portion thereof) to the Commission
in confidence must request confidential
treatment unless the information has
already been granted such treatment by
the presiding officer; All such requests
should be directed to the Secretary to
the Commission and must include a full
statement of the reasons why the

- Commission should grant such -

treatment. Documents containing
confidential information approved by
the Commissien for confidential
treatment will be treated accordingly.
All nonconfidential written submissions
will be available for public inspection at
the Secretary's Office.
-~ Notice of this investigaticn was
published in the Federal Register of
February 24 1983 (48 FR 7821—22}
Copies of the presiding officer's initial
determination of November 25, 1983, and

all other nonconfidential documents
filed in connection with this
investigation are available for
inspection during official business hours
(8:45 a.m: to 5:15 p.m.) in the Office

the Secretary, U.S. International Tr
Commission, 701 E Street NW,, .
Washington, D.C. 20436, telephme 202~
523-0161.

FOR FURTHER INFORMATION CONTACT:
William E. Perry, Esq., Office of the
General Counsel, U.S. International
Trade Commission, telephone 202-523~
0498.

. By order of the Commission. -

Issued: December 28, 1983,
Keoneth R Mason, |
Secretary.

{FR Doc. 84-254 Piied 1-4-84; &:45 am)
BILLING CODE 7020-02-M

DEPARTMENT OF JUSTICE
Antitrust Division

Proposed Termination of Final -
Judgment; Arthur Murray inc,, et al.

Notice is hereby given that Arthur
Murray International, Inc. (*AMI") and
Educational Credit Business, Inc.
{“ECB") have asked the United States
District Court for the Western District of

‘Missouri {0 terminate the Final Judement

in United States v. Arthur Murra*

et al,, Civil Action No. 12146. The 3
States has tentatively consented {¢
termination. The Complaint in this case,
filed on November 21, 1858, alleged that
AMI had required its dance studio
licensees o finance dance student loan
contracts only through the defendant
fnancial institutions in violation of -
Section 1 of the Sherman Act. The -
Judgment, entered the same day the
Complaint was filed, among other
things: (1) Required AMI {and certain
individuals, who agreed to be bound by

" the terms of the judgment) to divest any

interest held in the defendant financial

.institutions; {2) enjoined AMI and the

consenting individuals from continuing,
beyond certain stated periods, any
outstanding loans to the defendant
financial institutions; and (3) cancelled
the clauses in the licensees’ contracts
that restricted their freedom to choose
financial institutions, and prohibited
AMI from so restricting its licensees in
the future. The United States has filed a
memorandum with the Court setting
forth why it believes termination of the
Judgment to be in the public interest.
Copies of the Complaint. the Final
judgment, AMI's and ECE's motion
papers. the stipulation containine *he
Government's consent. the Uni He
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Washington, D.C.
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In the Matter of )
) ‘
CERTAIN CAULKING GUNS ) Imvestigation No., 337-TA-139
)
INITIAL DETERMINATION S
=3 4
=AY =3
, == 8 m
Pursuant to the Notice of Imvestigation in this matter (48 Fed. i’ -
SR i

J

"

Reg. 7821-22, Feb. 24, 1983), this is the Presiding Officer's infftml _ =

‘ .
iy

Ly

— — .

determination under Rule 210.53 of the Rules of Practice and Prdaﬁg?ré?oftif
this Commission, 19 C.F.R. §210.53. The presiding officer herebyégétggmines, .
after a review of the briefs of the parties and of the record developed at

the hearing, that there is a violation of Section 337 of the Tariff Act of
1930, as amended, L/ in the unauthorized importation into the United

States, and in the sale of certain caulking guns by reason of direct
infringement by said guns of the claims of U.S. Letters Patent 4,081,112,

the effect or tendency of which is to prevent the establishment of an
efficiently and economically operated industry in the United States,

* %k % %k *x % %k % * * %

NOTE: The following abbreviations are used throughout this Initial
Determination:

Tr. means Official reporter's transcript.
Numbered exhibits are identified by the proffering party:
Complainant (CX); Commission Investigative Attorney (SX);
CPX and SPX refer to Physical Exhibits of the appropriate
party.
(C) means confidential information subject to the protective order herein.

1/ 19 U.S.C. §1337, hereinafter Section 337.
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PROCEDURAL HISTORY

Peter J. Chang, 9645 Gerwig Lane, P. O. Box 8, Columbia, Maryland
21046, filed a complaint and its amendment with the United Sia:es Inter-
national Trade Commission on January 26, 1983, and February 9, 1983,
respectively, pursuant to section 337, alleging u;fair methods of compe-
tition and unfair acts in the importation of certain caulking gums into
the United States, or in their sale, by reason of alleged (l) direct
infringement of claims 1-5 of U.S. Letters Pateant No. 4,081,112; (2)
passing off; (3) false advertising; and (4) misrepresentation of source and
origin, including failure to mark country of origin. The couplaing further
alleged that the effect or tendency of the unfair methods of competition
and‘unfair acts 1s to prevent the establishment of an efficiently and

economically operated domestic industry in the United States.

The complaint requested that after a temporary relief hearing on
the non-patent allegations, the Commission issue both a temporary
exclusion order and a temporary cease and desist order, and after a full
investigation on all allegations that the Commission issue a permanent

exclusion order and a permanent cease and desist order.

The Commission, on February l7, 1983, ordered that pursuant to
subsection (b) of §337, an investigation be instituted to determine
whether there 1s a violation of subsection (a) of §337 in the unlawful
importation of certain caulking guns into the United States, or in their
sale, by reason of alleged (l) direct infringement of the claims of U.S.

Letters Patent No, 4,081,112; (2) passing off; (3) false advertising; and



(4) violation of section 43(a) of theyLanhan Act (15 U.S.C. §1125) by
reason of false designation of origin and source, the effect or tendency of
which is to prevent the establishment of an efficiently and economically
operated industry in the United States. The Commission further ordered
that an investigation be made as to whether there is reason to believe that
there is a violation of subsection (a) of section 337 with regard to the
non-patent allegations described herein. The Notice of Investigation was
igssued on February 17, 1983, and was published in the Federal Register on

February 24, 1983. (48 Fed. Reg. 7821-22).

The following parties were named as respondents in the Notice of

Investigation:

ARTCO Distributors, Ine.
111 W. Robinson Street
Orlando, Florida 32802

AZCO, Inec.
2530 South Broadway
Los Angeles, California 90007

Buseong Industrial Co., Ltd.
247-7 Sanok-Dong

Buk=Ku

Incheon, Xorea

C&B Brothers Co., Ltd.
P.0. Box 84-363
Taipei, Taiwan

Chil Sung Ind. Co.

14-7 Dong Ja Dong

CPO Box 2772

Yongsanku, Seoul, Korea

oﬁz Offshore Services
7600 N.W. 69th Street
Miami, Florida 33166



Donald Gray

4500 Cedros 4venue

P.0. Box 5216

Sherman Oaks, California 91413

D&W Industrial Co., Ltd.
P.O. BOX 27-93
Taichung, Taiwan

Fuerza International Co., Ltd.
141-1 Hoping Road

Luchou Hsiang

Taipei~Hsien, Taiwan

Gray Marketing Group, Ltd.

4500 Cedros Avenue

P.0. Box 5216

Sherman Oaks, Califormia 91413

Great American Marketing
17537 Devonshire Street
North Ridge, Califormia 91325

Handy Dan
7909 Fredericksburg Rd.
San Antonio, Texas 78229

Handy Dan Home Improvement Center, Inc.
6915 E. Slauson Avenue
Los Angeles, Califormia 90040

Kukje Corp.
CP0 Box 747
Seoul, Korea

Lowe's Company, Inec.
P. 0. Box 111
North Wilsboro, North Carolina 28656

Macklanburg-Duncan Company
4041 N. Santa Fe

P, 0. Box 25188

Oklahoma City, Oklahoma 73125

The Mega Group, Inc.
6001 Northwest 153rd Street
Miam{ Lakes, Florida 33014

SAV=-ON-DRUGS, Inec.

1500 S. Anaheim Boulevard
P, 0. Box 17

Anaheim, California 92805



Taiwan Seven Rings Ind. Co., Ltd.
P.0. Box 30-422
Taipei, Taiwan
Thumb Enterprise Co,, Ltd.
6th Floor, Taishin Bldg.
No. 30, Sec. 2, Chi-Nan Road -
Taipei, Taiwan '
Viva International Corp.
11 = 4th Floor
NCR Bldg.. P.0. Box 13-361
955 Tun Hwa Road
Taipei, Taiwan
Winmax, Inc.
Taipei, Taiwan
- By notice of April 11, 1983, filed with the Commission Secretary,

coﬁplainant withdrew its request for a cémporary exclusion order,

At the request of complainant, the presiding officer g;anted a motion
to consolidate respondents Handy Dan, San Antonio, Texas and Handy Dan Home
Improvement Center, Inc., Los Angeles, Califormia, into one respondent,
Handy: Dan Home Improvement Centers, Inc., Dover, Delaware. (See Order
No. 7, issued April 27, 1983; Notice of Commission Decision Not to Renew

Initial Detérmination, issued May 24, 1983).

Pursuant to the presiding officer's initial determination, the Com-
mission has terminated this investigation with respect to the following
respondents: (1) Great American Marketing, Inc. (Order No. 13, issued
June 8, 1983; Notice of Commission Decision Not To Review initial
Determination, i{ssued July &, 1983); (2) SAV-ON-DRUGS, Inc. (Order No.
17, issued June 22, 1983; Notice of Commission Not To Review Initial

Determination, issued July 15, 1983); (3) DMZ Offshore Services (Order



No. 22, issued July 7, 1983; Notice of Commission Decision Not to Review
Initial Determination, issued August 2, 1983); (4) Art-Co Distributors,

Inc. (Order No. 25, issued July 18, 1983; Notice of Commissioq Decision Not
To Review Initial Determination, issued August 12, 1983); (5) The Mega Group,
Inc. (Order No. 26, issued July 18, 1983; ﬁotice of Commission Decision Né:
To Review Initial Determination, issued August 12, 1983); (6) Handy Dan Home
Improvement Centers, Inc. (Order No. 29, issued July 26, 1983; Notice of
Commission Decision Not To Review Initial Determination, issued August 24,
1983); and (7) Macklanburg-Duncan Co. (Order No. 30, issued August 4, 1983;
ﬁotice of Commission Decision Not to Review Initial Determination, issued
September 2, 1983). Consequently, the followiﬁg respondents remain in this
investigation: Azco, Buseong, C&B Bros., Chil Sung, D&W, Donald Gray, Gray
Harkecing Group, Fuerza, Kukje, Lowe's, Taiwan Seven Rings, Thumb Enterprises,

Viva, and Winmax.

In accordance with 19 C.F.R. §210.36(b), the presiding officer imposed
certain evidentiary sanctions against respondents Lowe's Company, Inc., DMZ
Offshore Services, The Mega Group, Inc,, Azco, Inc., D&W Industrial Co., Ltd.,
C&B Brothers Co., Ltd., and Viva Intermational Corp. (§55_Otder No. 9, issued
June 3, 1983; Order No. 18, issued June 29, 1983; Order No. 19, issued June 29,
1983; and Order No. 20, issued June 29, 1983). At the request of complainant,
the presiding officer withdrew those sanctions 1issued against The Mega Group,
Inc. in light of the subsequent se::lemeﬁt agreement reached between complainant

and this respondent. (Order No., 27, issued July 18, 1983).

On June 24, 1983, complainant moved, pursuant to 19 C.F.R. §210.21(d), for
default orders against respondents D&W Industrial Co., Ltd., C&B Brothers Co.,
Ltd., and Viva International Corp. (Motion Docket No. 139-16) and respodden:s
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Kukje Corp. and Chil Sung Ind. Co. (Motion Docket No. 139-17). At the
prehearing conference in this investigation on July 12, 1983, the presiding
officer_grapced in part, denied in part, and held in abeyance a ruling in
part, with respect to Motions 139~16 and 139-17. (See Prehrg. Conf., July
12, 1983, Tr. 18-44, 158). Subsequent to close of the record in this
matter, the presiding officer ordered the subject respondents to show cause
by a date certain why they should not be found to be in default pursuant to
19 C.F.R. §210.21(d). (See Orders No. 32 and 33, issued August 17, 1983).
The remaining portions of Hocions'139-16 and 139-17 are disposed herein.

(See pp. 9-11, infra).

A préhearing conference w&s held on July 12 and 13, 1983, and the final
hearihg commenced on July.13, 1983, before the presiding officer to determine
whether there is a violation of §337 as alleged in the complaint and Notice
of Investigation. Appearances were made by counsel for complainant and the
Commissipn investigative attorney. The hearing concluded on July 19,

1983.

On‘July 20, 1983, the Commission investigative attorney moved for
leave to take a telephonic deposition in Germany of a resident of the
Federal Republic of Gétmany. (Motion Docket No, 139-27). Complainant,
on July 20, 1983, moved for a protective order barring the Commission
investigative attorney from further discovery into certain matters allegedly
concerning the validity of the suit patent. (Motion Docket No. 139-26).
The presiding officer denied Motion 139-26, granted Motion 139-27, and set
forth certain limitations with respect to the conduct of the subject
deposition. (Order No. 28, issued July 26, 1983). At a preliminary

conference before the presiding officer following the telephonic deposition,

6



the presiding officer granted che‘s:aff's oral motion to reopen the record
in this proceeding, pursuant to 19 C.F.R. §210.53(g), and ordered the
parties to appear for a limited hearing commencing August 5, 1983. (Prel.

Conf., Aug. 5, 1983, Tr. 23-27).

A prehearing conference was held on August 5, 1983, and the hearing
followed immediately thereafter on that same day before the presiding
officer for the :ecep:;on of staff's direct case and complainant's rebuttal
case on the limited issue of patent validity., Appearances were made by
counsel for complainant and the Commission imvestigative attorney., The

hearing concluded on August 5, 1983.

On September 2, 1983, the presiding officer ordered certain corfec:ions
to the hearing tranmscript which correctigns were made by the official report
by furnishing typed pages, under the usual certificate of the reporter,
for insertion in the ttanscript. (§55_Order No. 31, issued August 17, 1983;
Letter of 6c:ober 13, 1983 from Donald K. Duvall, Chief Administrative Law

Judge to Acme Reporting Co.).

On September 23, 1983, the complainant moved, in accordance with 19
‘C.F.R. §210.53(g), to recpen the proceedings to receive additional evidence
on the limited issue of whether the complainant has established a domestic
industry. (Motion Docket No. 139-28). The presiding officer granted such‘
motion in Order No. 34, issued October 12, 1983, and ordered the parties to
appear for a limited hearing on October 25, 1983. Appearances at the
October 25, 1983 hearing were made by counsel for complainant and the

Commission investigative attorney., The hearing concluded the same day.

~1



The {ssues have been briefed and proposed findingsyof fact submitted

by the participating parties. The matter is now ready for decision.

This initial determination is based upon the_entire record of this
proceeding including the evidentiary record compiled at the final hearing,
the exhibits admitted into the record at the final hearing, and the pro-
posed findings of fact and conclusions of law and supporting memoranda
fiied By the parties. I have also taken into account my observation of
the witnesses who appeared beéore ne and their demeanor. Proposed findings

‘pot herein adopted, either in the form submitted or in substance, are re-
jected either ;s not supported by the evidence or as invoIVing’immacerial

matters,

The findings of fact include references to supporting evidentiary
items in the record. Such references are intended to serve as guides
to the testimony and exhibits supporting the findings of fact. Théy do
not necessarily represent complete summaries of the evidence supporting

each finding.



DEFAULT

The record in this imvestigation indicates that a copy of the complaint
and notice of investigation in this matter was sent by registered mail
from the Commission Secretary's Office on February 22, 1983, to respondents
D&W Industrial Co., Ltd. (D&W), C&B Brothers Co.,.(C&B). Viva In:etnationgl
Corp. (Viva), Kukje Corp. (Kukje), and Chil Sung Ind. Co. (Chil Sung), but
no return receipts from these parties have been received by the Commission.
(SX 28). Moreover, record eQidence reflects that Chil Sung was re-served
with the complaint and notice of imvestigation on April 8, 1983, and that
the "package” sent by the Commission was returned to the Sectetary;s Office

on May 11, 1983. (SX 28).

The subject respondents have failed to file responses to the complaint
and the notice of investigation with the Commission Secretary and have
further failed to respond to discovery requeécs propounded by complainant
and the Commission investigative attormey, in some instances, in violation
of an order by the presiding officer. (See Orders No. 32, 33, issued
August 17, 1983). Finally, these respondents did not appear at the final

hearing before the presiding officer.

In response to default motions filed by complainant pursuvant to
19 C.F.R. §210.21(d) (Motions 139~16 and 139-17, filed June 24, 1983), the
presiding officer issued show cause orders requiring response by September
14, 1983, (Orders No. 32 and 33, issued August 17, 1983)., The subject

respondents have not responded to these show cause orders.

The Commission Rules of Practice and Procedure provide for default

in the fcllowing manner:

0



Failure of a respondent to file a response within the
time provided for in paragraph (c) of this section may
be deemed to constitute a waiver of its right to appear
and contest the allegations of the complaint and of the
notice of imvestigation, and to authorize the presiding
officer, without further notice to that respondent, to
find the facts to be as alleged in the complaint and
notice of imvestigation and to enter an initial deter-
mination (or a determination if the Commission is the
presiding officer) containing such findings.

19 C.F.R. §210,2;(d). The seemingly summary nature of the default rule
is belied by Commission practice which has required Complainant and/or
the Commission investigative attornéy to expend "reasonable efforts”. to
produce sﬁbstantial, reliable, and probative evidence establishing a

prima facie case of a §337 violation by respondents. See, e.g., Certain

Electric Slow Cookers, Imv. No., 337-TA-42 (1979); Certain Window Shades

and Components Thereof, Inv. No. 337-TA-83 (1981). Consequently, one may

view the Commission's default rule, practically spegking,‘as an extension

of the presiding officer's and the Commission's sanction powers, articulated
in 19 C.F.R. §210.36, to the extent that complainant and/or the staff

is not released from its burden of proof as against these parties. A
finding of default does allow, however, for the creation of certain
procedural disabilities for the defaulting party, thereby compensating

in part for a party's non-participation, although complainants have
experienced varylng degrees of success in the face of a default ruling.

See, e.g., Certain Methods for Extruding Plastic Tubing, Inv. No. 337-TA-110

(1982) (complainant obtained specific evidence of foreign capacity and

intent through its own efforts); Certain Food Slicers and Components

Thereof, Inv. No. 337-TA-76 (1981), p. 7, (evidence submitted by complainant

“replete with gaps and inconsistencies™).
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The facts of the instant case indicate that a finding of default in
accordance with Rule 210.21(d) may be eﬁtered against respondents D&W
Industrial Co. Ltd., C&B Brothers Co., Ltd., Viva International Corp., and
Kukje Corp. for their failure to: (1) file a response to the complaint and
notice of investigation in this matter; (2) respond to discovery requests
propounded by complainant and the Commission imvestigative attorney; (3)
comply with certain orders of the presiding officer compelling discovery,
resulting in sanctions except as to Kukje; (4) appear at the final hearing
in this imvestigation; and (5) respond to show cause §tders issued by the

presiding officer.

Chil Sung Ind. Co., is not in default inasmnch as service was not
perfected on this individual. The Commission's reviewing court has stated
:ha:'only subject matter jurisdiction is required for the Commission to
issue an exclusion order upon determining that a violaﬁion of §337 exists.

Sealed Air Corp. v. U.S. International Trade Commissiom, 645 F.2d 976

(C.C.P.A., 1981)., However, the Commission has neither personal nor subject
matter jurisdiction over Chil Sung. (SX 28).2/ Consequently, Chil Sung

is not a proper party te this inves:iga:ion.

Motions 139~16 and 139-17 are granted to the extent described herein.

2/ For a discussion of this issue as it pertains to alleged importation
and sale by the named respondents herein, see pp. 52-53, infra.
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PRODUCT IN ISSUE

The product in issue is a smooth rod caulking gun, which 1s covered by

the claims of U.S. Lettets Patent No. 4,081,112 (the '112 patenc).

Two general types of caulking guns are markeced in the United States:
the ratchet gun and the smooth rod gun. The United States caulking gun
market is divided almost equally between the ratchet gun and the smooth

rod gun, (Finding of Fact 25).

Ratchet~type caulking guns‘have teeth, or ratchets, milled into the
plunger rod. When the trigger of the gun is squeezed, the latching dog
is engaged which, in :ufn, engages the teeth and moveé the plunger rod
forﬁard, one ratchet at a time. The teeth and lazéhing dog hold the rod
in place until the trigger is squeezed again or the rod is released by

turning the rod 6ver and disengaging the teeth. (Finding of Fact 26).

Originally, ratchet guns were the only type of caulking guns available,
and accordingly were utilized in both the professional and "do-it-yourself”
markets, The ratchet gun is still sold in both markets, but usually is

bought by the contractor, the professional user. (Finding of Fact 33).

Ratchet guns compete with smooth rod guns in the marketplace, but do
not infringe upon the 'l112 patent. Consequently, ratchet guns are not

subjects of this investigatiom.

The smooth rod gun does—not utilize a ratchet mechanism, hence its

name. Instead, when the trigger is squeezed, a gripping plate pushes

12



forward against a spring mechanism, which advances the plunger rod.
When the trigger is released, the spring pushes the gripping plate and

trigger back to the resting position. (Finding of Fact 27).

Two types of smooth rod caulking guns are sold im the United
States. The original smooth rod gun, manufactured under the Schneider
patent, has a trigger pivot point below the plunger rod. This type of
gun commonly is referred to as the "E-type", "Econo-type”, or “"short
handle® smooth rod caulking gun, and is marketed at a lesser price than

. the '112 patent-type gun, (Finding of Fact 30),

E-type smooth rod guns compete in the marketplace with‘:he subject
caulking guns, but do not infringe upon the '112 patent, Consequently,

E-~type guns are not subjects of this imwestigation.

Finally, the subject of this investigation is the smooth rod caulking
gun manufactured in accordance with the '112 patent, This gun differs
primarily from the E~type smooth rod gun in that one spring and its trigger

pivot point are located above the plunger rod. (Finding of Fact 30).

Smooth rod guns are marketed in two sizes through hardware wholesalers,
home centers, discount chains and building material suppliers, and ultimately
reach both the professional and do~it-yourself markets. The one~tenth gallon
size, which corresponds to complainant's Model 10l gun, generally is sold to
the do~it-yourself market. The larger quart-size gum, which correspoands to
Newborn's Model 105 gun, generally is sold to the professional user, (Finding

of Fact 28).

13



OPINION

Thé ;ubject‘of this investigation is a smooth rod caulking gun, which
previously was manufactured in Korea by the complainant, Peﬁer Chang, doing
business as Newborn Brothers, in accordance with the claims of his U.S.
Letters Patent No. 4,081,112 (the '112 patent). The Newborn Brothers
patented caulking gun has been imported and sold in the United States since
1976. (Finding of Fact 135). Having closed his Rorean facilities, the
complainant now seeks to establish in the United States an industry for the
manufacture of caulking guns in accordance with the 'l12 patent. Chang
alleges that respondents import smooth rod caulking guns that infringe the
'1i2 patent, vhich has the effect or tendency of frustrating complainant's
eﬁfofts to establish a business in the United States. In addition, com-
plainant alleges unfair acts of passing off, false adveréising, and false
designation of source and origin, including failure to mark properly the

country of origin.

No respondents have participated in this investigation. See pp. 9-11,
supra. The Commission investigative attorney alleges that the 'll2 patent
is invalid as anticipated and obvious under 35 U.S.C. §§ 102(a) and 103,
that respondents have not passed off their caulking guns as those of
complainant, and that complainant has not established that respondents
have falsely designated the origin of their caulking guns in violation

of §43(a) of the Lanham Act.

14



Validity of the '112 Patent

The '112 patent issued to Peter J. Y. Chang, president of Newbora
Brothers, on March 28, 1978, from an application filed on October 12, 1976.
(CX 1). According to the patent, the imvention provides "an improved
caulking gun which is more effective in use, more durable and conducive to
good maintenance, and more economical to fabricate and assemble than

previous articles of the kind."™ (Id, at col, i. 1. 6-9).

The '112 patent is entitled to the presumption of validity afforded
by 35 U.S.C. 5282.2-/ The Commission imvestigative attormey, having
asserted imvalidity, therefore has the burden of rebutting this presumption
by proving by clear and coavincing evidence the allegations :;ac the suit
patent is imvalid under 35 U.S.C. §§ 102(a) and 103. The presumption of
validity further is strengthened if, as complainant coatends, the most

pertinent prior art was cited and considered by the Patent and Trademark

Office (PTO), $kil Corp. v, Cutler-Hammer, Inc., 162 U.S.P.Q. 132 (7th Cir.

1969), or is no more pertinent than the prior art cited by the patent

examiner. Ingersoll-Rand Co. v. Brumner & Lay; Ing., 177 U.S.P.Q. 112 (5¢th
Cir. 1973). Thus, one who assails the validity of s patent Beazs a heasvy
burden of persuasion and must fail unless the evidence has more than

dubious preponderance. RCA v. Radio Engineering Lab, Imc., 293 U.S. 1

(1934); Corometrics Medical Systems, Inc. v. Berkeley Bio-Engineering,

Inc., 193 U.S.P.Q. 467, 474 (N.D. Cal. 1977).

3/ 35 U.S.C. § 282 states in pertinent part:

—

A patent shall be presumed valid. The burden of establishing
invalidity of the patent shall rest on the party asserting it.
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Anticipation - 35 U,S.C. § 102ﬁ/

Under 35 U.S.C. § 102(a), a patent may not be obtained if the subject
matter of the imnvention was described in a printed publication before the
invention thereof by the applicant for the patent. The Commission investi-
gative attormey alleges only that instruction sheets published by the
Lechler Chemie GmbH of West Germany and distributed with its caulking guas
in’1974 (SX 29-A~C, hereinafter “"the Lechler sheets"”) comstitute a printed

publication sufficient to anticipate and invalidate the suit patent.

Under 35 U.S.C. § 119, to determine novelty and obviousness, the
complainant may use as the date of invention the date of a regularly
filed application for a patent for the same invention in a foreign country,
if the United States application is filed within twelve months from the
filing ‘of the foreign application. Accordingly, the operative date of
invention of complainant's smooth rod caulking gun is July 29, 1976, the
date complainant filed its Rorean patent appliﬁation. (Finding of Fact 34).
The Commision staff argues that complainant may not use the July 29, 1976
£iling date as its date of invention, based upon an inaccurate reading of

 Schmierer v. Newton, 397 F.2d 1010, 1014-15 (C.C.P.A. 1968). The staff

interprets Schmierer as stating that "a patentee may not use activities

4/ 35 U.S.C. § 102 states in pertinent part:
A person shall be entitled to a patent unless--

(a) the invention was known or used by others in this country, or
patented or described in a printed publication in this or a foreign
country, before the invention thereof by the applicant for patent, or

(b) the invention was patented or described in a printed publication
in this or a foreign country or in public use or on sale in this

~ country, more than one year prior to the date of the application for
patent in the United States.

v
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outside the United States to prove a pre-filing date of imvention.” Brief
of the Commission Investigative Attorney on the Issues of Violation of
§337, p. 6. However, the Schmierer holding prohibited the’appellan:'s
reliance upon its foreign filing date because its United States f£iling date
was more than one year after its foreign filing date. Id. Comsequently,
the Schmierer case is inapplicable to the current investigation, gnd does
not prohibit the use of complainant's July 29, 1976 foreign filing date as
the operative date of invention of the subject caulking gun. Moreover, the
1974 Lechler sheets clearly were distributed more than one year prior to
either the July 29, 1976 Korean filing date or the October 12, 1976 United
States filing date., The real issue is whether the Lechler sheets constitute

a8 printed publication sufficient to anticipate the 'll2 patent.

To constitute a statutory bar to patentability under 35 U.S.C., §102,
a document must meet two requirements. First, the document must be
publicly available. 1 D. Chisum, Patents §304{2] (1982); Jockmus v.

Levicton, 28 F.2d 812 (2d Cir. 1928); Canron, Inc. v, Plasser American

Corp., 474 F. Supp. 1010, 1013 (E.D. Va. 1978), aff'd. 609 F.2d 1074 (4th

Cir.), cert. denied 446 U.S. 965 (1979). The party seeking to characterize

the document as a printed publication has the burden of proving dissemination,

accessability or availability to the public. Phillips Electronic Corp. v.

Thermal & Electronic Ind., Ine., 311 F. Supp. 17, 38, 165 U.S.P.Q. 185, 199

(D.N.J. 1970), aff'd. 450 F.2d 1164, 171 U.S.P.Q. 641 (3rd Cir. 1971).
Second, the document in question must adequately teach or describe all the
elements of the patented device. 1 Chisum, supra at §304[1]; American

Seating Co. v. National Seating Co., 586 F.2d 611, 618 (6th Cir. 1978),

cert, denied, 441 U.S. 907 (1979).




With respect to the public availability test, the staff argues that
at least 4,000 of the Lechler sheets were distributed with the Lechler
caulking guns that were sold to the public in 1974 (SX 49A); and that
dissemination of 4,000 sheets 1is sufficient to sagisfy the public availability

requirement, Jochmus v. Leviton, supra (even fifty printed catalogs sent

to customers would be enough to constitute publication).

The complainant contends that the presiding officer should consider
the number of copies made of the document, the availability of those
documents to the relevant public, the dissemination of the document, and

the intent of the distribution. See Canron v. Plasser, supra, and fhillips

Ve Thermal, supra.

The evidence of record pursuades me that the Lechler sheets were made
available and disseminated in sufficient numbers to the public so that the
sheets constitute printed publications. First, the record contains deposition
testiﬁony of Johann Lutz, a Lechler employee since 1963, who was responsible '
fof the printing and updating of technical information sheets for each of-
Lechler's products, including caulking guns. (Finding of Fact 61). Mr.

Lutz testified that he persomally checked certain caulking gun packages and’
determined that the 1974 instruction sheets were included in the packaging.
Id.. Approximately 6,500 sheets were d;stributed with caulking guns sold by
Lechler to the public in 1974, (Finding of Fact 62). The complainant has
presented only conjecture, not evidence, that the Lechler sheets were not

distributed to the public in accordance with Mr. Lutz's testimony.
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Secondly, the Lechler sheets are not private communications as alleged
by complainant. Although some of the Lechler sheets were distributed to
Lechler's sales office for promotional use, the evidence shows that several
thousand copies were distributed directly to the public when caulking guns
were purchased, and that the sheets were available upon request. (Finding

of Fact 62).

In addition, the public accessiblity test does not require that a
document be catalogued to be sufficiently accessible to those persons
interested in the art. "A printed document may qualify as a 'publication'
under 35 U.S.C. §102(b), notwithstanding that accessibility thereto is
restricted to a 'p;rt of the public,' so long as accessibility is sufficient
'to raise a presumption that the public concerned with the art would know of
the imwention.'"™ In re Bayer, 196 U.S.F;Q. 670, 674 (C.C.P.A. 1978),
(citations omitted). As long as those persons "in the class of peopie to
whom [the document] is directed” could have a copy "merely for the asking,”

the document is deemed to be publicly available. Ex parte Kroenert, 144

U.S.P.Q. 133, 135 (P.0. Bd. App. 1960).

I find that the Lechler sheets, directed to persons interested in
the use of caulking guns, were distributed in sufficient numbers to the
public, and were available to anyone who bought, or requested information
on, a Lechler caulking gun. Consequencly,ﬁche record establishes that the

Lechler sheets are printed publications within ﬁhe meaning of 35 U.S.C. §102.

—

One must next determine whether the prior publication teaches all the
material elements of the patent it allegedly anticipates. The publication

nust meet a difficult standard:



To anticipate a patent, '[a] prior art reference must
téach the very imvention of the patent', ... or disclose
'a device substantially fidentical to that claimed under
the terms of the patent.' Further, "it must appear that
every material element of the claim in question was
disclosed by a single prior art reference.'

' Géneral Battery Corp. v. Gould, 545 F. Supp. 731, 740 (D. Del. 1982)

(citations omitted).

The Commission staff in;erprets claim 1 of the patent-in-suit as
disclosing the following material features: (1) a trigger pivoted above
‘the plunger rod; (2) trigger-to-drive gfip engagement occurring above
" the plunger rod; and (3) means for frictionally recainingA:he first
spring in the spacing between the front wall and first grip, above the

plunger rod.

A study of the Lechler sheets indicates that the drawings clearly
include the first two material features enumerated by the Commission staff,
(SX 29). 1t is uncontested that the sheets disclose a trigger pivoted

above the plunger rod.

However, the complainant would have one believe that the Lechler
sheets do not digclose adequately the trigger-to-drive grip engagement
occurring akove the plunger rod because phantom lines appear on the drawings
at the point of the engagement. (Complainant's Post Hearing Rebuttal Brief,
at p. 20). Nevertheless, it is the opinion of the presiding officer that the
lines that represent the trigger and grip plate at the point of contact are
drawn as dashes solély bec;;se_che trigger and grip plate are not actually

visible through the housing of the handle from the artist's vantage point.

20



This interpretation is consistent with the written instructions which re-
ference the trigger-grip plate contact point. The instruction to "oil here
vhen necessary" (SX 29AA) would be unnecéssary if the trigger and grip plate
did not come in contact. The text of the drawing further ﬁakes reference
to the "contact surface between the operating lever and feed plate." ii.
Consequently, the Lechler sheets disclose the trigger-to~drive grip engage-.

ment that occurs above the plunger rod.

However, the Commission st#ff's assertion that the Lechler drawing
teaches the use of a spring mechanism must fail. The Lechler drawings clearly
do not disclose either the existence or placement of a spring. The case
‘law states that the standard for lack of novelty is one of strict identity.
"Unless all the same elements are found in exactly the same situation and
united in the same way to perform an identical function in a single prior

art reference, there is no anticipation.' General Battery v. Gould, 545 F.

Supp. at 744. Accordingly, the absence of a spring in the Lechler drawing

leads me to find that the Lechler sheets do not anticipate the 'l12 patent.

The staff seeks to overcome the absence of a spring in the Lechler
drawings by arguing that a person with ordinary skill in the art in 1976
could have interpreted and supplemented the disclosed material features with
his knowledge of the art to attain tﬁe teachings of the 'l12 patent. However,
case law indicates that ''the reference must ;ontain 'witﬁin its four

corners, adequate directions for the practice of the patent claim sought to

be invalidated.'" General Battery v. Gould, 545 F, Supp at 744 (citations

omitted). Additionally, "anticipation cannot be shown by combining more
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than one reference to show the elements of the claimed imvention.” 1
Chisum, supra at §3.02 (citations omitted). It therefore is improper to
look beyond the bounds of the prior publication to determine Ghether that

reference anticipates the patent-in-suit.

Alternatively, even a person with ordinmary skill in the art in 1976
couid not read the Lechler sheets as disclosing the existence of a first
spring above the rod between the front wall and first grip. The prior
art reference must require no independent experimentation to practice the

imvention, General Battery v. Gould, 545 F. Supp. at 744; Davey & Almy

Chem. Co. v, Mimex Co., 124 F.2d 986, 990 (2d Cir. 1942); accordingly, one

must use only his knowledge of the art at that time to determine whether

the Lechler drawings anticipate the '112 patent, A detailed discussion of
the scope and content of the prior art and the level of skill in the art

are included, infra at pp. 26, 33-34, within the discussion of obwiousness
under 35 u.é.c. §103., However, a cursory reading of the prior art indicates
that no caulking gun utilized a first spring located above the plunger rod
before complainant's invention.éj Consequently, the general knowledge

of the art did not include placement of the first spring above the plunger

rod, and such a conclusion could not be reached without independent experi-

mentation.

5/ The Commission imvestigative attorney alleges that most of the prior
art references available in 1976 disclose the use of a spring on the
plunger rod, and that such placement is equivalent to placement of the

- first spring above the plunger rod. (Brief of the Commission Investi-

gative Attorney on the Issues of Violation of §337, pp. 12-21). To
reach such a conclusion at the very least would require use of one's
own inventive skills, which is inappropriate in an anticipation analysis.
The staff's contention is treated in the otwiousness discussion,
pp. 30-32, infra.
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The complainant alleges further differences between the Lechler
sheets and the '112 invention. Specifically, the Lechler drawings
indicate the placement of a rivet where the trigger meets the handle,
which serves as a restraining means so that the trigger cannot pass
beyond that point to extend fully to touch the butt cap. (Chang,

Tr. 628). The 'l12 patent discloses a trigger that is extended to
the butt cap and is not restrained by a rivet. (CX 1l; Chang, Tr. 629).
This additional, tangible difference between the invention and the prior

art further reinforces my determination that the Lechler sheets do not

anticipate the 'l12 pateat. 1 Chisum, supra at §3,02; Del Mar Eng. Lab.

v. Physio-Tronics, Inc., 642 F.2d 1167, 1172 (9th Cir. 1981).

. For the reasons stated above, I find that the Lechler sheets do not
disclose each and every element of the 'llzlpateu:. Accordingly, the
suit patent is not imvalid as anticipated by the 1974 Lechler ins:ructioﬁ

sheets.
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Nonobv iousness ~ 35 U.S.C. 5103é/

Under 35 U.S.C. §103, a patent may not be obtained if the differences
between the subject matter sought to be patented and the prior art are such
that the subject matter as a whole should have been obvious at the time of
the invention to a person having ordinary skill in the art to which said
subject matter pertains. In applying this statutory test of noQobwiousness,
the scope and content of the prior art are to be determined; differences
between the prior art and the claims at issue are to be ascertained; and
the level of skill in the pertiheht art reéolved. Secondary factors, such
as commercial success, long felt but unsolved needs, and failure by others

may be considered as indicia of-obviousnesé or nonobviousnes. Grahamv.

John Deere, Cq., 383 U.S. 1 (1966).

While proof of anticipazion requires ihat a single reference disclose
to one of ordinary skill in the art each of the material claimed features
of the challenged imvention, proof of obviousness is based upon "what the
combined teachings of the references would have suggested to those of

ordinary skill in the art.” In re Keller, 208 U.S.P.Q. 871, 881 (C.C.P.A.

1981). Thus, as Judge Rich observed in In re Winslow, 365 F.2d 1017, 1020

(CCPA 1966):

[T]he proper way to apply the 103 otwiousness test...is to
first picture the inventor as working in his shop with the
prior art references--which he 1is presumed to know--hanging
on the walls around him.

6/ 35 U.S.C. §103 provides as follows:

A patent may not be obtained though the invention is not identically
disclosed or described as set forth in section 102 of this title,

if the differences between the subject matter sought to be patented
and the prior art are such that the subject matter as a whole would
have been obvious at the time the imvention was made to a person
having ordinary skill in the art to which said subject matter
pertains. Pateptability shall not be negatived by the manner

in which the invention was made. |
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As previously stated, the ‘112 patent issued tovPecer J. Y. Chang on
March 28, 1978, from an application filed on October 12, 1976. (CX l).
Claim 1 is the only independent claim of che.subject patent, and contains
the following elements:

l. In a caulking gun having a frame, a plunger
including a plunger shaft for forwardly urging
caulking material, plunger driving means including:
a handle, a trigger pivoted to the handle, a first
grip and first spring, the first grip biased by the
first spring and operable through the trigger for
advancing the plunger, plunger~pressure retaining
means including a second grip and second spring,
the second grip biased by the second spring and
having a portion operable for releasing plunger
pressure, and the plunger having means thereon for
manually retracting the plunger, the improvement
comprising: the first grip encircling within
the handle the plunger shaft and protruding up-
wardly beyond the plunger shaft to a logction
proximate the upper portion of the frame, the
trigger extending upwardly in the handle to a
trigger pivot located above the plunger shaft,

a portion of the trigger above the pivot operatively
contacting said first grip upward protrusion, said
first spring oppositely biasing said trigger operative
engagement, the handle having a forward wall, the
first spring being a compression spring, and means

for frictionally retaining the first spring in the
spacing between the forward wall and the first grip,
above the plunger shaft.

The 'l12 patent contains several major improvements over previous
caulking guns. Claim ] of the patent discloses a trigger lever pivoted
above the plunger rod that contacts the gripping plate above the plunger
rod so as to provide greater trigger leverage than that achieved in prior
art devices. 1In addition, claims ! and 5 provide for a first spring
frictionally retained above the plunger rod between the forward wall and
the first grip. Claim 2 discloses a second spring and second grip enclosed
within the handle, with only a2 manual release lever and end of the plunger
rod protruding beyond the handle. The imvention has the advantages of

efficiency, durability, ease of assembly, and economy of fabrication,
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The Commission investigative attormey alleges that the 'l12 patent is
inmvalid as obvious in light of the prior art references of the Lechler

sheets viewed in conjunction with the Beyer & Otto patent (SX 40).

(a) Scope and Content of the Prior Art

The specifications of the 'l12 patent state that the invention
described therein "relates generally to tools and specifically to manually
powered caulking guns.” (CX 1, ecol. 1, 1. 3-4). Complainant's patent
expert testified that the pertinent art "pertains to dispensing guns

manually operated of the caulking gun type,” which includes other guns used
to dispense "materials other than caulk but of the same general consistency.”
(Wicherspoon, Tr. 551). The prior art considered pertinent for the purposes
of this investigation is comprised of the five references cited by the
examiner of the '112 patent detailed below (CX 39-43), as well as references
not cited by the examiner, including U.S. Letters Patent No. 4,072,254

(Cox) (SX 32); U.S. Letters Patent No. 3,311,265 (Creighton) (SX 31); U.S.
Letters Patent No. 3,894,663 (Carhart) (SX 35); the Beyer & Otto patent (SX

40); and the Lechler sheets (SX 29).

(b) Differences between the 'l12 Invention and the Prior Art

U.S. Letters Patent No. 1,986,166 issued to F. K. Schneider on '
January 1, 1935. (CX 39). Ig describes a device for dispensing plastic.
matefial in which the stroke of the plunger can be varied to control the
quantity of the material ejected ana the pressure to be applied. The 'l66

patent differs from the patent-in-suit in that it discloses a trigger
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pivoted below the plunger rod; two springs, one before and ome behind the
trigger, boeh located on the plunger rod; and outboard rearwardly mounted
plunger release. (CX 1, 39). This patent was cited as a reféte;ce during
the prosecution of the '112 patent, and the patent examiner did not find

the '112 patent to be obvious in light of Schneid;t. (cx 1).

U.S. Letters Patent No., 2,530,359 issued c§ W. P. Peterson on November
14, 1950, and describes an operating mechanism for plungers of caulking

guns. (CX 40). The '359 patent differs from the '112 pateat in that
Peterson discloses a trigger pivot below the plunger rod; a release mechanism
located in front of the trigger that protrudes from the bottom of the handle;
and two springs, one located on the plunger rod Sg:ween the butt cap and
release lever, and the second spring located on the rod between the release
lever and the trigger grip plate. (CX 1, 40). The patent examiner cited
Peterson as a reference during the prosecution of the 'll2 patent, but

failed to find the '112 patent otwious in light of Peterson. (CX 1).

U.S. Letters Patent No., 2,561,825 issued to W. A. Sherbondy on July
24, 1951, and describes a dispensing device for caulking material and the
like. (CX 41). The Sherbondy patent differs from the subject patent in
that Sherbondy discloses a trigger pivoted below the plunger rod, two
springs located on the rod, and a plunger rod release mechanism having
a substantially horizontal control lever above the plunger rod. (CX 1, 4l1).
Sherbondy was cited as a prior art reference by the patent examiner, but

did not preclude issue of the '1l2 patent on the basis of obviousness.
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U.S. Letters Patent No. 4,009,804 issued to C. R. Costa on March I,
1977, and described an anti-drool extrusion device that instantaneously
relieves the pressure upon the caulking compound by allowing rearward
motion of the dog-gripped rod until the residual expansion force in the
material is balanced by the tension on the first Bpring. (CX 42). The
Costa patent differs primarily from the '112 patent in that Costa dis-
closes a trigger pivoted below thé plunger rod, and that its two springs
are located on the plunger rod. (CX l, 42). The patent examiner cited
Costa in the prosecution of the'll2 patent, and rejected original claims
| 1-5 of the 'l12 patent, stating that it was obvious to provide for a
manually releasable second grip element as taught by Costa. (CX 38).

The pateﬁt examiner approved the claims of the 'll2 patent as amended.

The final reference cited by the patent examiner in the prosecution
of the 'l12 patent is the Australian Patent Nof 217,894, which issued to
P. C. Cox on September 18, 1958. (CX 43). The '894 patent discloses
improvements in step~by-step mechanisms, which utilize two or more
thrust plaﬁes in cbntact with one another around the rod, and a trigger
mounted on ; fiﬁed pivot above the plunger rod. (CX 43). The Australian
patent differs primarily from the patent-in-suit because it discloses
springs located on the plunger rod, contains a release mechanism similar
to the release ﬁechanism in the Schneider patent, and has two trigger
pivot poinﬁs ﬁhich serve different purp§ses. (Witherspoon, Tr. 539-40;

X 1, 43).

The patent examiner rejected original claims 1-5 of the 'll2 patent as
obvious in light of the Australian '894 patent (CX 38), but approved the

claims of the 'l12 patent as amended. In approving the suit patent's
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amended claims, the patent examiner apparently was persuaded by the Remarks
to the Amendment, which state that "[the Australian patent] does not teach
contact of the 'portion of the trigger above the pivot' contacting the

grip, but instead teaches use of an extra, pivotal structure.,.which
evidently recesses into one of the grip plates....ac the free end,” and

does not teach or suggest "Applicant's unique spring retention and locatioun.”

(CX 38; Witherspoon, Tr. 539-40).

The Commission inwestigétive attorney alleges that several patents not
before the patent examiner during the prosecution of the 'll12 patent are
more pertinent than the prior art ocutlined above in determining whether

the '112 patent is imvalid under 35 U.S.C. §103,

U.S. Letters Patent No; 4,072,254 issued to J. P, Cox on February 7,
1978, and describes a gun for dispensing viscous material that could be
manufactured in a more economical manner than previous gums., (SX 32). The
U.S. Cox patent differs primarily from the 'l12 patent because its trigger
pivots below the plunger rod, its second spring and manual release mechanism
are rearwardly mounted outside of the handle, and all springs are located
on the plunger rod. (CX 1, SX 32). 1In light of the aforementioned
differences, it appears that the '254 patent is no more pertinent than the

prior art considered by the patent examiner.

U.S. Letters Patent No. 3,311,265 issued to A. M. Creighton, Jr. on
March 28, 1967, and describes a double-barrelled dispensing gun that is
intended to dispense simult;;eously epoxy resin and hardeners. (SX 31).
The Creighton gun discloses a trigger pivoted below the lower plunger rod,

two springs located on the plunger rod, and the second spring and manual
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release mechanism located outside and behind the handle. (CX 1, SX 31).
These features differ markedly from the '112 patent; consequently, the
'265 patent is no more pertinent than the prior art references cited

during the prosecution of the '112 pateat. .

U.S. Letters Patent No. 3,894,663 issued on July 15, 1975 to G. R.
Carhart et al., and discloses a multiple dose paste dispenser, which is
a ratchet caulking gun. (SX 35). In addition to the ratcheted rod, the
Carhart gun discloses a trigger pivoted below the plunger rod, no springs,
and no manual release mechanism. (Eﬂ;)‘ The Carhart patent is no more

perfinent than the art previously considered.

German Patent No. 1,968,819 issued to Beyer & Otto on September 21,
1967, and describes a caulking gun that discloses a trigger pivoted below
the plunger rod, two springs located on the plunger rod, and a manually
operated release mechanism that begins within the handle then protrudes
outwardly to the rear of the trigger and handle. (SX 40). The Beyer &
Otto patent is more pertinent than the Costa or Peterson patents cited by
the patent examiner for the limited purpose of disclosing a manually
operated release mechanism similar to the release mechanism d;sclosed in
claim 2 of the 'l12 patent, but generally is not more pertinent than the
references cited by the examiner because it‘discloses spriﬁgs located only

on the plunger rod.

_Finally, the Commission investigative attormey alleges that the 'll2
pétenﬁ is rendered invalid as obvious in light of the instruction sheets,
which were distributed with the Lechler caulking guns sold in Germany in

1974, As documents published pridr to the date of the '112 invention, the
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Lachler sheets are considered prior art for the purpose of determining the
validity of the 'l112 patent. See supra, pp. 18-19. 2 D. Chisum, Patents
§5.03.

The Lechler sheets disclose a caulking gun with a trigger pivoted
above the plunger rod, and a clamp lever that “"releases the push rod so
that no more compound can be forced out,” when the clamp lever is moved a
short distance. (SX 29AA). The Lechler drawings differ from the suit
patent in three respects: that no springs or driving means are disclosed;
that a rivet, located where the trigger first contacts the bottom of the
handle, prevents the trigger from extending so that the trigger does not
come in contact with the butt cap; and, that the “clamp lever" release
“mechanism protrudes above the handle and must be pressed a short distance
in a direction opposite the direction in which the '112 patent's release
lever is pressed to release the plunger rod. (Chang, fr. 625-33; CX 1,

Sx 29A‘G) .

It is the contention of the Commission inmvestigative attorney that
a reading of the Lechler drawing would discloﬁe the use of springs to one
skilled in the art. All of the teferencés to smooth- rod caulking guns
discussed abave disclose the use of an arrangement of springs. (CX 39-43;
SX 31, 32, 40). 1t is conceivable that one skilled in the art would

infer that the Lechler caulking gun utilized a spring driving mechanism.

The Commission investigative attorney next hypothesizes that one
skilled in the art would infer in the Lechler drawing placement of the
irst spring above the plunger rod. No evidence of record supports this

conclusion. The hypothetical imventor, sitting in this workshop surrounded

bv the pertinent arc, woull see ctha: every prior ar: reference te smocth



rod caulking ghns utilizes springs located on the plunger rod. (CX 39-43;
sX 31, 32, 40). Indeed, the record indicates that Mr, Chang, one who was
skilled and practiced in the art at the pertineat time, expetimen:ed before
he arrived at the idea of placing the first spring above the rod.

(Findings of Fact 37, 38). '

To overcome the lack of evidence that would support an inference that
the first spring is located above the plunger rod in the Lechler drawing,
the Commission staff argues that whether the spring is located ou or above
~ the plunger rod is unimportant because placement of the spring on the rod

is equivalent to placement above the rod., (Brief of the Coumission Investi-
gative Attorney at pp. 18-21). The staff bases its allegation of equivalency
on complainant's assertion that the UMAC gun, asmooth rod caulking gun with
the first spring located on the plunger.rod, infringes the 'l12 patent.

(CX 80, 81; SPX 2). It is the opinion of the presiding officer that smooth
rod caulking guns that lack a f£irst spring located above the plunger rod do
not infringe the '112 patent. See pp. 37-39, infra.

Moreover, thevstaff's assertion ;hat placement of the first spring on

the plunger rod is equivalent to placement above the rod is contradicted

by the prosecution history. The patent examiner rejected original c¢claims
.1-5 of the '112 patent on the basis that placement of the first spring
between the butt cap and grip plate was otvious in light of the Australian
Cox patent. (CX 38). However, the patent examiner allowed the suit patent
when the claims were amended to shﬁw placement of the first spring "in the

spacing between the forward wall and the first grip, above the plunger

shaft.” (CX 1, 38, emphasis added).

Based upon the arguments outlined above, it is my conclusion that the
Lechler drawings would not disclose the placement of a first spring above
the plunger rod to one skilled in the4art; consequently, the Lechler sheets '

do not render the '112 imwention obwious.



(¢) Level of Ordinary Skill in the Art

The parties disagree on the type of evidence necessary to prove what
constitutes the level of ordinary skill in the relevant art. The complainant
alleges that expert testimony is required to establish whether an imvention

is inherently disclosed in the prior art, citing Cércain Multicellular

Plastic Filh, Inv, No. 337-TA-54, CD at 13 (1979). The complainant's expert

testified at trial that the level of skill in the art pertaining to "dis-
pensing guns manually operated of the caulking gun type”™ is not of the
level pertaining to high technology products, but is "not as low as one
might tend to conclude from an initial, first blush impression.” (Wither-

spoon, Tr. 551-52).

fhe Commission staff asserts that a recent holding of the Court of
Appeals for the Federal Circuit stated that neither a specific finding
of a particular level of skill nor expert testimdony is necessary where
"the prior art itself reflects an appropriate level and a need for such

expert testimony has not been shown.” Chore-Time Equip., Inc, v. Cumberland

Corp., 713 F.2d 774, 779 (Fed. Cir. 1983). As the Commission's appellate
court, the Federal Circuit's holding in Chore-Time controls, to the extent

that the language of the holding is applicable to the present imvestigatiocn.

It is the opinion of the presiding officer that the prior art itself
reflects a relatively low level of skill, and that expert testimony is not
necessary to determine the appropriate level of ordinary skill for the

purpose of an obviousness analysis.

The level of ordinary skill in the art usually is determined "by
referring to the subjective reaction of a person thoroughly familiar with
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the particular art, and, if possible, one who practiced the art at the

crucial time in question." 2 Chisum, supra at §5.03(4]; Malsbary Mfg. Co.

v. Ald, Inc., 447 F.2d 809, 811; 171 U.S.P.Q. 7, 8 (7th Cir. 1971); Reynolds

Metal Co. v. Continental Group, Imnc., 525 F. Supp. 950, 969; 210 U.S.P.Q.

911, 927 (N.D. Ill. 1981).

The record contains testimony by Mr. Chang, who is thoroughly familiar
with the particular art, and practiced the art at the crucial time in
question. (Findings of Fact 36~41). The record shows that slthough Mr.
Chang does not have an engineering degree, he had researched and manufactured
caulking guns for several years prior to the 'l12 invention. (Id.) His testimony
details his identification of the excess extrusion problems with ratchet gums,
and the plunger rod slippage problems with the prior art smooth rod caulking
guns. (Chang, Tr. 203-12). No solution was apparent to him based on his know=

ledge of the art at that time,

It is not clear that those skilled in the arﬁ would have found the
development of the 'l12 invention and its feSults obvious, in light of the
obstacles encountered and surmounted by Mr. Chang in designing his improved
caulking gun. The Commission staff presents only personal conjecture, not

testinmony of one skilled in the art, to contradict Mr. Chang.

Accordingly,.l find that the level of skill in the pertinent art
is relatively low, but requires one to be thoroughly familiar with the art,

and to have practiced the art as of 1976.
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(d) Secondary Factors

The role of the so-called secondary factors, articulated in’

Graham v. John Deere, 383 U.S. at 1, in the factfinder's determination
of obviousness has been subject to differing interpratations by the courts.,
2 Chisum, supra at §5.05. The preferred viev appears to be that these
secondary considerations are always relevant to the question of ob(iousness,
but must be examined with care to determine their b:obative value in a

particular case. Id. at 5-238 and cases cited therein.

Under Graham v. John Deere, secondary factors include commercial

success, long felt but unsolved needs, and failure of others. 383 U.S. at
1, 148 U.S.P.Q. at 467. In the present iuvestigation, these factors are

not helpful ir reaching a determination of obwiousness or nonobviousness.

The factor of commercial success provides a basis for inferring non-

obviousness only when success is attributable to the feature that is the

subject of the patent claim. 2 Chisum, sﬁpra at §5.05(2]; Marconi Wireless

Tel. Co. v. U.S., 320 U.S. 1 (1943). Althgugh the record countains evidence

that the Chang smooth-rod caulking gun achieved success in the marketplace,
ogstensibly because of its superior :hrué:ing power and slippage control
compared to prior smooth rod guns, the record also indicates that the
commercial success of the subject gun may have been attributable to its
comparative price advantage over various domestically produced ratchet guns
that predominated the market at the time of the introduction of the Newborn

smooth rod gun in the United States. (CX 118; SX 20, 21, 26).
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Similarly, the record contains insufficient evidence to determine
whether there existed any long felt but unsolved needs and failures of
others in the industry.v It was generally acknowledged in the industry
that there existed bothersome problems with excess excrusioﬁ of caulk in
ratchet guns, and slippage of the plunger rod in smooth rod guns., (Find-
ings of Fact 38, 40), However, neither of these problems rendered those
guns unusable. There is no evidence that anyone skilled in the art attempted
but failed to overcome thesé problems. The record only shows that Mr,

Chang identified and solved the problems outlined abowve.

Thus, an analysis of the record concerning secondary considerations

set forth in Graham v, John Deere, supra, lends credence to neither Q

conclusion of obriousness nor nonolwiousness.

Based on the foregoing, I conclude that the Commission investigative
attorney has advanced no legal prior art or arguments that are more pertinent
and more persuasive than those considered by the Patent and Trademark
Office examiner during the course of the prosecution of the 'l12 patent.
Consequently, the presumption of validity afforded the suit patent under 35

U.S.C. §282 remains unrebutted and in full effect.
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Infringement of the 'l12 Patent

Whoever without authority makes, uses or sells any patented imvention,
within the United States during the term of the patent therefor, infringes
the patent. 35 U.S.C. 5271(3); Direct infringement of the patent is shown
when the literal terms of the asserted patent claims-are met by the accused
device. Complainant has the burden of proof om the i{ssue of infringement.

Chisum, supra at §18.0l.

The '112 patent consists of a single independent claim ! and dependent
claims 2-5. (CX l). Several major improvements over previous caulking
guns are disclosed, which, read together, provide guidance in determining
whether an accused gun infringes the '112 patent. These criteria may be
summar;l.zed as: (1) a trigger lever pivoted above the plunger rod, which
contacts the gripping plate above the rod; (2) a first spring frictionally
retained above the plunger rod between the forward wall and the first grip;
(3) a second spring and second grip plate encloaed within the handle, with
only a manual release lever and end of the plunger rod protruding beyond
the handle; and (4) the trigger touching the butt cap when in a released

position.

The complainant produces two models of smooth rod caulking guns in
accordance with the 'l112 patent: model 10l, the one~tenth gallon size; and
model 105, the quart—-size caulking gun. Each model contains the elements

listed above.

There is direct evidence 6?-tecord that domestic respondents Azco,
Donald Gray, and the Gray Marketing Group import the "Olympia” caulking

guns, which infringe the 'l12 patent. (CPX 2, 3, S5, &, 9, 18). The



Olympia caulking guns contain all of the major improvements found in the

'112 patent, outlined abwe. (Finding of Fact 73).

The record is uncontroverted that domestic respondent Lowe's sold
caulking guns that are identical to complainant'g model 101 caulking

gun., (Finding of Fact 74).

A determination a8 to infringement is unnecessary as to all domestic
respondents terminated from this iovestigation, which includes Artco, DMZ,
.. Great American Marketing, Handy Dan Home Improvement Centers, Macklanburg-

Duncan, The Mega Group, and Sav-on-Drugs.

Each element of the 'l12 patent is contained in the caulking guns
manufactured and exported to the United States by respondent Buseong.

(Finding of Fact 75).

Various caulking guns of unknown origin literally infringe the 'l12
patent. (CPX 4, 6, 7, 10, 11, 12, 1l4). Each of these caulking guns contains

the elements of the suit patent. (Findings of Fact 76-80).

Complainanﬁ has not‘catriéd its burden of proof with respect to
respondents Fuerza International, Thumb Enterprises, and Winmax. The
answers to interrogatories submitted on behalf of Fuerza International
(CX 114) and Thumb Enterprises (CX 1155 indicate that neither company
manufactures smooth.rod caulking guns. Similarly, the exhibits attached
to the interrogatory answers of Winmax show that Winmax manufactures
a smooth rod caulking gun ;;;se trigger pivots below the plunger rod.
(cx 113). >Compla1nan: has not introduced evidence that Fuerza, Thumb
or Qinmax haQe imported infringing guns into the United States. See pp.

52-53, infra. Accordingly, Fuerza International, Thumb Enterprises, and
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Winmax have not committed the alleged unfair act of infringement.

The remaining proper foreign respondents, C&B Bros., D&W Industrial,

Kukje, Taiwan Seven Rings, and Viva International, have offered for sale

in the United States caulking guns that appear to infringe the 'l12 patent.

(Findings of Fact 81-85). The record comtains evidencel/ that corroborates

a finding of infringement as to these respondents; no evidence contradicts

such a finding. Moreover, because these respondents have been found to be in

default (See pp. 9-11, supra), the presiding officer is justified in adversely

inferring that these defaulting respondents have committed the unfair acts

alleged.

The complainant has proved by a preponderance of the evidence that all

proper respondents not terminated from this inventigation have infringed

the '112 patent, with the exception of respondents Fuerza Internatiomal,

Thumb Enterprises, and Winmax Corp.

7/

The complainant haé introduced respondents' sales brochures that con-
tain cut-away drawings virtually identical to the cut-away drawing
used by Newborn on its promotional material, but complainant has not
introduced physical exhibits obtained from these respondents. The
Commission has held that "only testing actual samples proves infringe-
ment." Certain Molded Golf Balls, Inv. No. 337-TA=45, CD at 9

(1978). However, it is the opinion of the presiding officer that the
Commission based its holding in Golf Balls upon the policy that a
complainant cannot prove infringement on the basis of uncorroborated
conjecture when it is possible for the complainant to obtain physical
proof of infringement. In the instant investigation, it would be
impossible for the complainant to visit every caulking gun retailer in
the United States to determine whether any retailer has imported
caulking guns from these respondents. However, the complainant has
introduced the respondents' cut~away drawings pictured on promotional
materials received directly from the respondents in question. The
cut-away drawings clearly disclose all the elements of the '112
patent. Consequently, the respondents' cut—away drawings sufficiently
corroborate complainant's allegations of infringement, when viewed in
the light of the appropriate adverse inferences justified in a default
situation.
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Passing Off
The Commission has determined that the essential component of

common law passing off lies in an act of deception, beyond mere copying,
which induces someone to purchase the product of another and requires real
proof that the respondents subjectively and knowingly intended to confuse

buyers. Certain Airtight Case-Iron Stoves, Ianv. No. 337-TA-69 (1981);

Certain Vacuum Bottles and Components Thereof, Imnv. No. 337~TA~108 (1982);

Certain Cube Puzzles, Inv. No. 337-TA-112 (1982); Certain Braiding Machines,

Inv. No. 337-TA-130 (1983). Mere intentional copying of a competitor's

- product {s not enough to prove passing off. Kellogg Co. v. Natiomal

Biscuit Co., 305 U.S. 111 (1938); Vogue Creations, Inc. v. Hardman, 410 F.
Supp.:. 609, 613 (D.R.I. 1976). There must be actual substitution of goods
or a knowing attempt to induce purchasers to buy one's goods with the

belief that they are the goods of another, K-S-H Plastics, Inec. v. Carolite,

408 F.2d 54, 57 (9th Cir.), cert. denied, 396 U.S. 825 (1969); Singer Mfg. Co.

V. Golden, 171 F.2d 266, 268 (7th Cir. 1948).

Complainant outlines three methods by which respondents Azco, Gray
and the Gray Marketing Group allegedly passed off QOlympia caulking gunms

"as those of complainant.,

First, the 0'Tool Co. of California allegedly was deceived by receipt
of a box of Olympia caulking guns containing a Newborn brochure, after
ordering caulking guns from Mr. Gray, from whom 0'Tool previously had
. ordered Newborn caulking guns. (Finding of Fact 94). The record
evidence indicates that the operations manager of the 0'Tool Co., Ted

Hanson, placed an order with Gray and received a box of clearly marked
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Olympia guns, which also contained a Newborn brochure, (Finding of Fact
94). In his deposition testimony, Donald Gray stated that he did not
use, nor direct anyone to use, Newborn brochures in comnection with
Olympia guns. (Finding of Fact 96). Moreover, the containers of
Olympia guns, which subsequently were shipped to 0'Tgol, were assembled
and shipped from Taiwan, so that Gray could not have placed the Newborn
brochures in the boxes. (Finding of Fact 97)., The unexplained appear-
ance of a Newborn brochure in a single shipment of caulking guns does not
constitute the requisite proof that respondent subjectively intended to
confuse buyers. Additionally, Gray asserted that he did not tell anyone
that he still represénted Newborn after he began his association with Azco.
(Finding of Fact 98), which assertion is corroborated im part by Mr.

Hanson of 0'Tool. (Finding of Fact 94).

Secondly, complainant asserts that Earl Leshin, an Olympia salesman,
represented to certain former Newborn customers tﬁat Gray Marketing Group
bought out Newborn Bros. and that Leshin was the new representative;
coﬁsequently, the former Newborn cuécomers were deceived into buying Olympia
caulking guns. (CX 87, 118). 1In his deposition, Mr. Gray stated that he
had never instructed Leshih to say that the Gray Marke:;ng Group had
replaced Newborn Bros., and that he has no knowledge that Leshin made

such representations, {(CX 92, at 4l).

Finall&, Azco and Gray allegedly intended to deceive Newborn
customers by utilizing in its own advertising a cutaway drawing originally
plctured in Newborn's promotional material. The use of the Newborn

cutaway also fails to suggest the intent to deceive purchasers necessary to

41



prove passing off. The cutaway drawing used by Gray does not bear the
Newborn name, and no evidence has been introduced to prove that the drawing
itself has obtained secondary mganing 8o that purchasers would identify

it as a representation of the Newborn gun, Om tge contrary, the cutaway
drawing used by Gray clearly was labeled with the "Olympia/Azco” names.
(Finding of Fact 90). Although Gray admitted to copying the cutaway

from Newborn's promotional materials (Finding of Fact 90), Azco was not
informed and’remained unaware that Gray had appropriated the Newborn

cutaway drawing. (Finding of Fact 91).

'Furéhermbre, the record shows that all Newborn customers within
Gra&'s'formér sales\atea were contacted by Newborn's new representative,
Pacific Inﬁerna:ioﬁél Karketing. (Findiﬁg of Fact 100). The vice-
president of Pacific International Marketing testified at deposition
that he knows of no Olympia customers who bought an Oljmpia caulking

gun believing that it was a Newborn caulking gun. (CX 89, at 39).

The coﬁplainant here has failed to adduce the requisite evidence of
subjective intent to confuse and to induce purchasers to sustain a claim
of passing off. I conclude that respondents Gray, Gray Marketing Group,
and Azco have not engagedbin passing off and so, with respect to this
issue, have not committed an unfair act or method of competition within the

meaning of §337.
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False Designation of Origin and Source

The statutory provision for false designation of origin is found in

§ 43(a) of the Lanham Act, 15 U.S.C. § 1125(a), which provides:

(a) Any person who shall affix, apply, or annex, or use

in coanection with any goods or services, or any container
or containers for goods, a false designatian of originm, or
any false description or representation, including words
or other symbols tending falsely to describe or represent
the same, and shall cause such goods or services to enter
into commerce, and any person who shall with knowledge of
the falsity of such designation of origin or description
or representation cause or procure the same to be trans-
ported or used, shall be liable to a civil action by any
person doing business in the locality falsely indicated

as that of origin or in the region in which said locality
is situated, or by any person who believes that he is or
is likely to be damaged by the use of any such false
description or representation. (Emphasis added).

It is well settled that a violation of $§43(a) is an unfair act or

method of competition within the meaning of §337.

The Commission most frequently encounters alleged violatioms of
§43(a) in the form of claims of trademark infringement. In determining
whether the Lanham Act has been violated by infringement of a trademark,
the Commission considers whether the consuming public is likely to be
confused by the respondent's use of the complainant's valid trademark.

Certain Miniature, Battery Operated, All-Terrain Wheeled Vehicles,

Inv. No. 337-TA~122, Recommended Determination at 72 (1982).

A similar analysis must be employed when unfair acts other than
trademark infringement are alleged., To prove a violation of the Lanham

Act §43(a), the complainant must show that there is a likelihood of

confusion, without regard to the particular designation of the claim.
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MeCarthy, Trademarks and Unfair Competition, §27:7 (Supp. 1982), citing New

West Corp. v. NYM Co. of Calif., Inc., 595 F.2d 1194 (9th Cir. 1979).

Consequently, the complainant must prove that the potential purchaser is
likely to be confused by the importation and sale of the subject caulking

guns, as alleged separately below.

The complainant alleges.essentially three violations of the Lanham
Act §43(a): (1) false designation of origin in the failure to mark the
country of origin of the iméor:ed, infringing goods; (2) false advertising;
and (3) misrepresentation of source. (Prelim., Conf., July 12, 1983, Tr. 7-8;

Complainant's Post-Hearing Brief, pp. 28-31).

False Designation of Origin

To give guidance in delineating and analyzing alleged unfair acts, the
Commission has stated that "false designation of origin,” onme of the unfair
acts detailed in the instant Notice of Invesciga:ion, refers to false
designation of geographical origin as provided inm 19 U,S.C. 51304.—§/

Certain Log Splitting Pivoted Lever Axes, Inv, No. 337-TA-113, Commission

Memorandum Opinion on Motion 113-5 to Amend Complaint and Notice of Investi-
gation (July 2, 1982) at 7, no. 13. A seller is obligated by law under 19
U.S.C. §1304(a) to disclose the country of origin of any non-domestic

goods, Failure to indicate otherwise is a tacit misrepresentation that the

good is of domestic origin, and therefore is actiomable under §43(a) of the

_8/7 19 U.s.C. §1304(a) provides in part that

every article of foreign origin...imported into the United States
shall be marked in a comspicuocus place as legibly, indelidly, and
permanently as the nature of the article...will permit in such a
manner as to indicate to the ultimate purchaser in the United
tates the English name of the country of origin of the article.



Lanham Act. Bohsei Ent. Co. v. Porteous Fastener Co., 441 F, Supp. 162

(C.D.Cal. 1977); Callman, Unfair Competition, Trademarks and Monopolies,

§5.04 (4th ed. 1981); McCarthy, supra, §27.8.

The complainant alleges that several respondents Azco, Gray, and
Gray Marketing Group, have imported the subject caulking guns without a
conspicuous, legible and permanent marking that indicates country of

origin, in violation of 19 U.S.C. §1304 and the Lanham Act $43(a).

The record evidence demonstrates that respondent Azco has imported
caulking guns, which have been distributed by respondents Gray and the
Gray Marketing Group, that bear no marking of the country of origin or
contain only an inconspicuous mark stamped on the grip plate. (Findings
of Fact 106-07). The president of Azco admitted that Azco imported several
shipments of the infringing guns that were;imptoperly marked, but that a
sticker designating the country of origin was placed on all improperly
marked caulking guns. (Findings of Faect 108, 1185. Bowever, a paper label,
whose adhesive is comparatively unreliable, fails to meet the §1304(a)
requirement that a mark shall be placed as "indelibly, and permanently as
the nature of the article...will permi:;" "[Tlhe preferred forms of marking
are those which are incorporated into the article itself, such as might be
achieved by branding, stenciling, stamping, printing, or molding." Feller,

U.S. Customs and International Trade Guide §12.01([1] (1983).

Similarly, Azco's president testified at deposition that every ship-
ment is now stamped "Olympia" qm either the handle, or on the back of the
release lever between the plunger rod .and the containing mechanism (Finding

of Fact 120), the latter of which does not appear to be conspicuously
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located. To meet the statutory requirement, it is reasonable to assume
that an item largely made of sheet metal should have the country of origin
die-stamped into the metal, in a manner in which the mark is clear and

conspicuous to the ultimate purchaser,

Evidence of record also indicates that several non-respondents have
imported improperly marked, infringing caulking guns. (Findings of Fact

109, 113, 114).

It is the opinion of the presiding officer that respondents Azco,
Donald Gray, and the Gray Marketing Group, as well as other un-named
non-respondent importers, have violated 19 U.S5.C. §1304(a) by failing to

designate the country of origin of the subject caulking guns.

Nevertheless, the complainant has failed to prove that the failure
to designate the country of origin of the subject goods violates the Lanham
Act §43(a), as provided in the instant Notice of Investigation. In Certain

Surveying Devices, Imv. No. 337-TA-68 at 22-26 (1980), the Commission held

that there was no violation of the Lanham Act §43(a) because the complainant
had failed to prove that the subject goods, although unmarked as to country
of origid,’had caused the customer confusion or mistake, as required by the
Lanham Acﬁ. The complainant has inﬁroduced no direct or circumstantial
evidence that po:ential‘customers are confused as to the country of origin
of the improperly marked, imported caulking guns, or that the complainant
has been injured in direct correlation to respondent's fallure to properly

9/

mark the country of origin.—

S/ In Certain Swivel Hooks and Mounting Brackets, Inv. ho. 337-TA-53
(1978), the Commission adopted the Recommended Deterz.nation of the
Administrative Law Judge that fallure to make a clear and conspicuous
disclosure of the country of origin of imported goods constitutes an
unfair act under §337, if the requisite effect on the domestic
industry can be shown. RD at 4,




Accordingly, I find that the complainant has proved that certain
respondents Azco, Gray and Gray Marketing Group have violated 19 U.S.C.
§1304(a) in failing to designate properly the country of origin of the
imported caulking guns, but that complainant has not shown that such
violation of 19 U.S.C. §1304(a) constitutes a fa%se designation of origin

under §43(a) of the Lanham Act, as specified in the Notice of Investigation.

False Advertising

Although the Notice of Imvestigation designates the claim of false
advertising as separate and distinct from the claimed unfair act 6£ false
designation of origin, the complainant asserted at the Preliminary Conference
of July 12, 1983, that the false advertising claim has merged with the
Lanham Act §43(a) claims, in light of the evidence obtained through
discovery. (Prelim. Conf., July 12, 1983, Tr. at 7). It is therefore
appropriate to conform the notice of imres:ig;tion to the evidence of

record, in accordance with 19 C.F.R. §210.22(b).

To prevail on a claim of false designation of origin including false
advertising, the complainant must prove that another has misrepresented his
goods so that consumers are likely to be confused as to the origin of those
goods. McCarthy, supra, §27.7 (citations omitted). Copying of a sales
brochure states a claim under §43(a), if the result is customer confusion.

Id, at §§27.7, 27.8; Dave Grossman Designs, Inc. v. Bortin, 347 F. Supp.

The complainant's claim of false advertising asserts that certain

respondents have misrepresented the subject goods by using Newborn's



allegedly well-known, proprietary cut-away drawing on respondents'
promotional material to coafuse the public. The record evidence clearly
shows that respondents Taiwan Seven Rings, Winmax, C&B, Azco, Gray.and
Gray Marketing Group have utilized the cut-away drawing that originally

appeared in Newborn's promotional materials. (Findings of Fact 90, 115).

The Commission investigétive attorney theorizes that the complainant's
contention is, in effect, that Newborn's cut—away drawing functions as a
trddemark, and that respondents; use of the drawing falsely designates
Newborn as the origin of respondents' caulking guns. (Brief of the
Commission Iuves:igative Attorney, at pp. 39=%1). Under this theory, the
staff alleges there is no evidence that customers associate the cut-away
drawing with a single source, Newborn, and therefore there is no basis to
believe that customers likely would be confﬁsed as to the origin of the

drawing.

1f the complainant were to allegé false designation of origin with
respect to trademark infringement, it would be required to prove that the
mark is non-functional, distinctive, has secondary meaning, and that there

is substantial likelihood of confusion concerning its origin. Miniature

Wheeled Vehicles, supra; Cube Puzzles, supra. The complainant has not alleged

or proved that the cut-away drawing is non-functional or distinctive, but does
state that the drawing is proprietary and well-known so that respondents' use of

the drawing tends to confuse the public. No evidence of record supports an



10/

inference of secondary meaning=—— or likelihood of confusion, as com-
plainant has submitted no circumstantial evidence that the potential cdnsumer

has been widely exposed to the mark, or direct evidence concefuing the

buyer's perception of the mark. Certain Vacuum Bottles and Components

Thereof, supra.

Even so, it is not the position of the presiding officer to
recast the contentions of the parties; the Notice of Imvestigation directs
investigation of claimed false advertising, not trademark infringement.
However, the Commission investigative attormey's interpretation is not
incorrect. The test for false advertising is similét to the test for an
alleged trademark violation, because a trademark is essentially a form of
advertising. Callmann, supra at §5.14. Consequently, the test for false

advertising is the reaction of the ordinary purchaser. 1Id,

To prevail on a claim of false advertising, the complainant generally
"must adduce evidence (usually in the form of market research er consumer
surveys) showing how the statements are perceived by those who are exposed

to them.” Id., at §§5.14 and 5.15, citing McNeilab, Inc., v, Amer., Home

10/ Complainant maintains that it comsistently has used the subject
cut-away drawing since 1978, citing only CX 28. (Complainant's
Rebuttal Brief at 38). However, examination of CX 28 reveals only a
cut-away drawing of a ratchet gun, not the cut-away drawing utilized
by respondents. .

Secondly, complainant asserts that secondary meaning 1is not re~
quired when a photograph of another's product is used to advertise
an inferior product. (Complainant's Brief at 29, Rebuttal Brief at
39). However, respondents utilize only an artist's drawing which
emphasizes the inner-workings of the subject gun, not an exagt
photograph which clearly portrays the product as that of com=-
plainant. Moreower, the record does not contain conclusive evidence
that respondents' guns are inferior,
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Products Corp., 207 Uus.PoQo 573, 579 (S-D.N.Y. 1980). While it is

clear that certain respondents utilized Newborm's cut-away drawing,
complainant has introduced no direct or circumstantial evidence of whether
the drawings are perceived by prospective purchasers_ as representing

Newborn's caulking gun.

However, Commission precedent has held that the complainant need not
submit survey evidence showing consumer confusion; the I.T.C. may decide for
itself whether the subject advertising is unfair or deceptive. Certain

Airtight Cast-Iron Stoves, supra, CD at 5, RD at 14 (1981). The case law

suggests that without evidence to the contrary, there is no likelihood of
confusion for use of a symbol mark where the respondent clearly displayed

its own name in conjunction with the symbol. Amer. Rolex Watch Corp. v.

Ricoh Time Corp., 491 F.2d 877 (2d Cir. 1974). In the instant imvestigation,

observation of the promotional materials in question indicates that each
accused respondent's material depicts a sketch identical to Newborn's
cut-away drawing, but that each piece of material also clearly incorporates
respondents' name and other identifying informatiom. (CX &, 5, 8, 13=-17).
Absent sub;tantive evidence of confusion, I cannot find that one viewing

the cut-away drawing pictured on respondents' promotional material mistakenly

would belie:e :hat.the brochure advertised Newborn caulking guns.

The complainant has introduced no evidence that the Newborn cut~away
drawidg has any significance to the prospective buyer without the Newborn
name, of that the buyer likely VSuld be confused as to the origin of the
drawing and accompanying product. Consequently, respondents' advertising

does not constitute false designation of origin.
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Migsrepresentation of Source

Finally, the complainant asserts an inferred common law trademark claim,
in that certain respondents allegedly have misrepresented ﬁhe source of the
subject caulking guns by utilizing the non-pateated product configuration
and cblo: of Newborn's caulking gun. The recotdrin the instant imvestigation
contains none of the requisite evidence that the counfiguration and color
are non-functional, distinctive, and have acquired secondary meaning.

Vacuum Bottles, supra; Cube Puzzles, supra. Moreover, to prevail on false

designation of source under the Lanham Act, complainant additionally must
prove that there is a likelihood of confusion concerning the source of the

trademarked product. Miniature Wheeled Vehicles, supra. Complainant has

failed to prove that a valid trademark exists in the configuration and
color of its caulking gun, consequently there can be no likelihood of
confusion and no false designation of source under §43(a) of the Lanham

Y,

For the above reasons, it is the opinion of the presiding officer
that the complainant has not carried its burden of proof concerning false

advertising, false designation of origin or of source.

11/ Complainmant alleges that likelihood of confusion exists because
customers have returned defective, infringing guns to Newborn.
(Complainant's Brief, at 28). However, the returns also included
ratchet guns, econo~type guns, and guns of other colors. (Finding
of Fact 117); consequently, complainant has not established con-
clusively that consumers are confused as to the configuration and
color of the Newborm gun.



Importation and Sale

Under 533%(3), a complainant must show "unfair methods of competition
and unfair acts in the importation of articles into the United Sﬁates, or in
their sale...."” Complainant has offered evidence establishing the importation
and sale in the United States of the accused caulking guns by respondents
Azco, Buseong, Gray, Gray Marketing Group, Kukje and Lowe's, but not with
respect to respondents C&B, D&W, Fuerza, Taiwan Seven Rings, Thumb, Viva

and Winmax.

Respondent Azco has purchased and imported the infringing caulking
guns from respondent Buseong, and non-respondents Long Gent, Li Shen Iron
Factory, Co. Ltd., and You Ling. Azco imported and sold in the United

< States guns in 1981,.and in 1982. (Finding of Fact 124).

From March 1, 1982 through May 1, 1983, respondents Gray and the Gray
Marketing Group sold the infringing caulking guns imported by Azco as Azco's

sole manufacturer's representative, (Finding of Fact 125).

() Between 1981 and April, 1983, respondent Buseong manufactured
(9 infringing caulking guns, and exported to the United States. (Find-

ing of Fact 121).

Respondent Kukje bought and exported to the United States infringing

caulking guns manufactured by Buseong. (Finding of Fact 127).

Respondent Lowe's purchases and imports both econo-type smooth rod

caulking guns and guns that infringe the 'l112 patent, (Finding of Fact

134).



As to C&B, D&W, Fuerza, Taiwan Seven Rings, Thumb, Viva, and Winmax,
the complainant has introduced evidence of solicitation in the United States
(Findings of Fact 128-~132), but has not proven that these respondents have
imported and sold allegedly mfringing caulking guns. Consequently, although
it appears that the caulking guns offered by these respondents infringe the

'112 patent, these respondents are not yet in violation of §337. 19 U.S.C.

§1337; Sealed Air Corp. v, U.s.1.T.C., supra.

Finally, the record contains evidence that many non-respondents import
and sell infringing caulking guns, which evidence is relevant to the

issuance of an exclusion order. (Findings of Fact 126, 133, 134).

Accordingly, I find that complainant has met its burden of proof con-
cerning the importation and sale of the subject caulking guns with respect
to respondents Azco, Buseong, Gray, Gray Marketing Group, Kukje, lowe's,
and certain non-respondents, but has oot prov ed iuiportacion and sale by

respondents C&B, D&W, Fuerza, Taiwan Seven Rings, Thumb, Viva, and Winmax.
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Domestic Industry

bPrévention of‘Establishmeﬁt

To prove a violation of §337, the complainant must establish that
the alleged unfair methods of competition have the effect or tendency
".eoto:destroy or substantially injure an industry, efficiently and
economically operated in the United States, or to prevent the establish-

ment of such an industry..,”

The Commission ordinarily has defined the domestic industry in
patent-based §337 imvestigations as those portions of the domestic

production facilities that lawfully manufacture under the suit patent.

Certain Chain Door locks, Inv. No. 337-TA-5 (1976); Certain Automatic

Crankpin Grinders, Inv. No. 337-TA~-60 (1979); Certain Drill Point Screws

for Drngll Construction, Inv. No. 337-TA-116 (1983). Consequently, if
there is no domestic manufacture of the subject goods, there is no

domestic industry within the meaning of the statute. Certain Ultra-

Microtome Freezing Attachments (Ultra-Microtome), Imnv., No. 337-TA-10 at

9 (1976).

This imvestigation presents the novel issue of whether a developing
industry, which presently does not manufacture the subject goods, is
entitled to protection under the prevention of establishment clause in
§337. The applicable standard was developed by the Commission in 1976,

in Ultra-Microtome.
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The standard set forth in Ultra-~-Microtome states:

A nonmproducing patentee or licensee about to begin pro-
duction operations, an "embryo industry,” can be entitled
to a Commission remedy under this statute if such party
can prove it 1s prevented from being established. The
criteria which must be fulfilled to shows that one is an
"embryo industry” prevented from being established are
different from those used to show that one is an industry
destroyed or substantially injured,

LN ]

Parties seeking Commission remedies under the prevention
clause of §337 must show a readiness to commence production.
What constitutes such a showing must be decided on a case-
by-case basis,

Ultra-Microtome, at 9-10.

The complainant contends that it is an embryo industry, ready to
commence production that is prevented from being established by the
unlawful importation of the subject caulking guns, and therefore entitled

to relief under §337. Under the Ultra-Microtome standard, the instant

question is whether the complainant has established a "readiness to commence
production™ of the patented caulking guns in the United States. It is the
position of the presiding officer that the complainant has established such

readiness.

The complainant, Mr., Chang, closed his Korean manufacturing facilicties
in May, 1982, with the intention of manufacturing the subject caulking guns
in the United States. (Finding of Fact 1385. Mr. Chang determined to pursue
;hrée general options to obtain facilities adequate to manufacture the patented
caulking guns. These options included: 1) purchasing the equipment necessary

to manufacture the guns in Newborn's Columbia, MD warehouse; 2) licensing

anotner domestic caulking gun manufacturer to produce Newborn's guns; and

wn
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3) obtaining a.faccory with the necessary equipment that has excess
capacity to manufacture the Newborg guns. (Chang, Tr. 224-64; CX 118,
pp. 11-18). Due to declining imventories of his previously imported
guns, Mr. Chang felt it necessary to pursue all three options simultane-

ously, in an effort to avail himself of the option that would result in

the earliest production of the patented caulking gums. Id.

Mr, Cﬁang requested his former chief engineer, Mr. Kim, to come to the
United States to determine the feasibility of manufacturing the patented guns
in Newborn's Columbia, MD warehouse., Mr., Kim submitted a report to the com-
plainant that outlined the steps and equipment necessary for productiom. It
was determined that at least three to four months would be required to obtain

the equipment to establish a manufacturing facility. (Finding of Fact 147).

Mr. John McClellam, Sr., who is Mr. Chang's patent attormey, contacted two
of the three domestic manufacturers of caulking guns in an attempt to negotilate
a licensing agreement for the production of the subject caulking guns. The two
manufacturers contacted by Mr., McClellan were Viking and Vital, both of whom
manufacture only ratchet guns, and have never manufactured smooth caulking
guns. Consequently, Mr. Chang determined that Viking and Vital would not be
suitable licensees. His efforts to purchase the assets of these companies were

rejected. (Finding of Fact 163).

Mr. Chang personally contacted the only other caulking gun manufacturer in the
United States, Collier Industrial, Imc., Collier, the only domestic company who

has ever produced smooth rod caulking guns, currently does not manufacture

and sell smooth such caulking guns. Following extensive negotiatiomns concerning
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specifications, quantities, prices, and coatract terms, it appeared that Newborn
and Collier would sign a contract that would establish Collier as Newborn's
licensee, However, Collier now is reluctant to conclude the licensing arrange-

ment, pending the outcome of instant imvestigation. (Findings of Fact 149-158).

To f£ind a manufacturer who had the excess capacity and equipment necessary

' to produce the subject caulking guns, Mr. Chang placed an advertisement in the

Wall Street Journal on December 9, 1982. As a result of the advertisement, Mr.
Chang was contacted by Mr. James DeWitt, a corporate financial expert whose
specialty is matching manufacturing capacity and need. Mr. Chang retained Mr.

DeWitt to find an appropriate manufacturing facility. (Findings of Fact 143, 164).

Most of the companies imvestigated by Mr. Chang as a result of the Wall Street

Journal advertisement or suggestions by Mr. DeWitt did not have the machinery or

efficient capacity utilization required to produce Newborn's caulking guns under
license, Mr. Chang pursued further negotiations with two potentially feasible
licensees: Roper—-Easterm of Baltimore, MD, and M.S§. Willett, Ine. of Cockeysville,
MD. However, neither Roper-Eastern nor M.S. Willett could produce the caulking
guns at a sufficiently competitive price, and consequently were not licensed.

(Findings of Fact 148, 164, 165).

At the time this imestigation went to trial in July, 1983, Mr. Chang had
succeeded in signing a letter of intent with yet another promising licensee, Mary
Procter Tables Corp. (MPT), of Baltimore, MD. Mr., Ray Seager, the President of
MPT, testified at the hearing om July 15, 1983, concerning the proposed agreement
in which MPT was to produce in the beginning guns/month, gradually
increasing to production of guns/month for Newborn. (Finding of

Fact 160).



The post-hearing brief of the Commission investigative attorney took the
position that at the time of trial, the letter of intent signed by MPT and the
complainant did not show a sufficient commitment to commence production at an
identifiable point in time, and that the complainant.therefore was not entitled
to relief under the prevention of establishment clause. What appeared to be a
cautious position originally taken by the Commission staff was strengthened by
the complainant's motion to reopen the proceedings (Motion Docket No. 139-28),
and the evidence introduced at the reopened hearing, held October 25, 1983,

pursuant to Order No. 34 (issued October 12, 1983).

Mr, Chang testified at the reopened hearing that further negotiations produced
no céntract between MPT and Newborn. Beginning in late July, Mr. Seager indicated
that several changes would be requitéd in the original agreement, which would
increase Newborn's obligations. Additiomally, MPT in undergoing reorganization
under a Chapter 1]l (eleven) bank;uptcy action, and is required to wait six months
to receive the approval of its bankruptey :ruste;s before it may imvest money in
new capital equipment. The combination of the above factors induced Mr. Chang

to seek other potential licensees., (Finding of Fact 166).

However, in late August 1983, Mr., Chang was informed that Keystone Friction
Hinge Co., of South Williamsport, PA, had most of the equipment and excess capacity
necessary to produce caulking guns for Newborn. The Vice-President of Key-
stone, Edward Hannon, visited Chang's Columbia, MD facilities during the first
week of September 1983, a viéit that was followed closely by several comwersations
and'Mr; Chang's tour of Keystone's plant., During Mr., Chang's visit to Pennsylvania,

the parties negotiated and signed & contract., (CX 135; Finding of Fact 167).
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Under the Newborn-Keystone agreement, Keystone will purchase the welding
machines, maintain all the equipment, and manufacture the caulking gun frames,
Newborn will supply the stamping dies to Keystone, who will deliver five hundred
samples to Newborn within thirty days after receipt of the stamping dies. Upon
approval of the samples, Keystone will deliver to NeYbotn a minimum of 30,000
frames/month, to begin thirty days after approval of the samples, and to continue

for a term of seven years. (Finding of Fact 168).

Newborn will purchase the stamp;ng dies for delivery to Keystone, and the
springs, rods, and plunger discs on the open market, At first, Newborn plans
to purchase the grip plates, which constitute 5% of the overall cost of manufactur
from abroad, until a domestic source can be developed. Mr. Chang has found a
domestic steel company capable of producing steel that has the properties
sought by Mr. Chang, and Newborn currently is negotiating with Kefstone to produce
the grip plates in addition to the frames. Alternatively, Mr. Chang also is
discussing the production of the grip plates with Lowry Tool & Die Co., one of
the manufacturers with whom Chang placed an order for the stamping dies. (Finding

of Fact 169).

The caulking gun frames will be painted at Industrial Fabrications, also of
South Williamsport, PA. Assembly, final welding of the rod and disc, packaging,
shipping, and marketing will be the responsibility of Newborn and will take place
in Maryland. Mr., Chang is considering the use of one of three handicapped persons
organizations located in Baltiﬁore to assembie the caulking guns, but assembly
easily could be accomplished ig Newborn's Columbia, MD warehouse, with fifteen-to-

thirty days preparation time. (Finding of Fact 170).
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At the cl&se of the reopened hearing held October 25, 1983, the
Commission imvestigative attorney requested leave to submit a leECer
to the presiding officer in the event that the staff viewed the newly
" introduced evidence as a sufficient commitment to comstitute a readiness

to commence production under the Ultra-Microtome standard. The staff

submitted such a letter én October 20, 1983, in which it took the posi-
tion that the complainant has established a readiness to commence pro-
duction, based upon the forma; agreement with Keystone to undertake
specific obligations and to expend considerable sums of money. The sgtaff
further noted that Newborn and Keystone already have placed orders and made

initial payments to third parties.

It is the opinion of the presiding officer that the contract signed by
Newborn and Keystone constitutes substantial evidence of readiness to commence

production.

The credible testimony of Messrs. Chang and Hannon at the reopened hearing
held October 25, 1983 provided assurances that both parties to the contract have
complied with the contract to the extent heretofore possible. Keystone placed
orders and advanced approximately $21,000 on September 23, 1983 to obtain the
required welding equipment. (CX 134). On October 7 and 17, 1983, Newborn placed
orders for the stamping dies with two tool and die companies, and advanced
approximately $3,000 towards the final purchase price. (CX 138). The dies are
to be delivered by late-~December 1983 directly to Keystone, who should receive
the welding equipment by late~January 1984. (Findings of Fact 171-173). Raw
materials are avallable from several of Keystone's regular suppliers, and Mr.

Chang is negotiating with three potentizl suppliers of the springs, rods and

- dises. The pactles anticipat e o-rozuctior of the Zfive nundrecd sampies DY

m
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early-February 1984, which would enable commerical production to commence
during March 1984. (Findings of Fact 174~176). Keystone has the capa-
city to increase production as required from the 30,000 guns/month minimum

to any reasonable quantity, up to 2.3 million gunsyyear. (Finding of Fact 177).

Morewer, Mr. Chang has testified that he will manufacture the patented
caulking guns even if he is not granted an exclusion order by the Commission,
as he has requested. (Chang, Tr. 305). This assertion is supported by the
contract signed with Keystone, which is a formal legal agreement to manufacture

caulking guns for a period of seven years. (CX 135).

In sum, I find that the complainant has established his readiness to
commence production of the patented caulking guns, and thereby has satisfied

the Ultra-Microtome test that it is an "embryo industry”, which is prevented

from being established by the unlawful importation of the subject caulking

guns.,
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Efficient and Economic Operation

Section 337 requires the complainant to prove "unfair methods of
competition and unfair acts in the importation of articles’into the
United States, ... the effect or tendency of which i; to substantially
injure an industry, efficiently and economically operated, in the
United States, or to prevent the establishment of such an industry.”
(emphasis added). The Commission has interpreted the statute to mean
that in situations in which no industry exists, there is no need for

the test of efficiency and economy of operation. Ultra-Microtome,

supra at 8, Consequently, whether the "industry” for the manufacture
of caulking guns in accordance with the 'l112 patent is efficiently and

economically operated need not be addressed here.

Alternatively, it is noteworthy that the record contains evidence
of the type traditionally cousidered by the Commission in determining
that an industry is efficiently and economically operated. These factors
have included: (1) use of modern equipment; (2) incentive compensation
programs for employees; (3) an effective quality control program;
(4) extensive advertising campaigns, and (5) sustained profitable oper~

ation. Certain Automatic Crankpin Grinders, Inv. No. 337-TA-60 (1979);

Certain Miviature Wheeled Vehicles, supra.

Although it is impossible to predict with certainty that an as yet un-

established industry will be operated efficiently and economically in the
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future, evidence of record relating to Newborn's previous operations supports
a reasonable inference that the relevant industry will be efficiently and

economically operated.

v

The complainant previously operated in Korea a stringent quality coatrol
program in manufacturing its patented caulking guns. The quality control
program assures that the grip plates are made of a particular grade of steel,
that the punch press operates precisely to prevent slippage of the plunger
rod, and that every exposed surface of the gun is treated and painted properly

so as not to rust. (Finding of Fact 182).

Mr. Chang testified that Newborn Bros. has spent an average of $10,000/year
on advertising its smooth rod caulking gun since 1976, although advertising was
decreased after 1980 because of complainant's belief that its advertising con-
tributed more to respondents' sales volume than to that of the complainant,

(Finding of Fact 179).

In addition, Newborn Bros.'s sales force has participated in a sales incentive

compensation program. (Finding of Fact 180).

Finally, the complainant's new licensee, Keystone, is efficiently and
economlically operated. Mr, Chang testified at trial that he visited the Keystone
plant, and found it to Be an efficient, well-organized, and a "very conservative
organization.” (Chang, Tr. at 736). The record further indicates that Keystone
uses modern equipment, operacas—Ebst efficiently, and is in sustained, good

financiél standing. (Finding of Faet 185).
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In sum, it is the opinion of the presiding officer that it is unnecessary
to address whether the industry relevant to this investigation is efficiently
and economically operated, but that evidence traditiomally considered by the
Commission in such a determination supports an inference that ﬁhe industry to

be established will be efficiently and economically operated.
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Injury

The complainant must show that the importation and sale of the subject
caulking guns has "...the effect or tendency ... to destroy or substantially
injure the domestic industry ..." 19 U.S.C. §1337(a)~ It would‘be an im-
possible burden for the complainant to prove that an "embryo industry” has
been effectively destroyed or substantially injured. Consequently, the
issue is whether the imported infringing caulking guns prevent the estab-
lishment of the domestic industry by their tendency to substantially injure

that industry.

Factors the Commission generally has considered in reaching injury
determinations include: (1) increased levels of market pemetration by imports;
(2) substantial foreign capacity to increasé exports; (3) lost sales; (4) lost
customers; (5) underselling; (6) lost profits; and (7) reduction in complainant's

prices. Certain Reclosable Plastic Bags, Imv. No; 337-TA~-22 (1977); Certain Drill

Point Screws for Drywall Construction, supra. The complainant has demonstrated

the existence of a tendency to inflict future substantial injury on the domestic

“"industry” within the context of a §337 imvestigation.

The in rem nature of this proceeding allows consideration of similar unfair
acts by respondents and non-respondents alike to determine the extent of the

tendency to injure the domestic industry. Certain Roller Units, Imv. No. 337-TA-4

(1976); Certain Methods for Extruding Plastic Tubing, supra; Certain Vacuum Bottles

supra.
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The nature of an investigation into claimed prevention of establish-
ment would lead one to believe that a showing of lost sales, lost profits,
lost customers, decrease in complainant's market share, and reduction in
complainant's prices would be impossible. However, the present imvestigation
contains evidence that supports these criteria. Although not produced
domestically, the complainant's patented caulking gun has been sold in the ‘
U.S. since 1976. (Finding of Fact 135). The effect of competition by
infringing caulking guns on Newborn's presence in the United States market
enables one to project the tendency of the infringing imports to injure the

domestic "embryo industry.”

The record demonstrates that from the introduction of the Newborn smooth
rod caulking gun in'1976 to 1980, Newborn's sales increased from $717,000 to
$2.5 million, which constituted approximately 40-50% of the market share for
ﬁhe sale of such guns. (Findings of Fact 187, 215). Additionally, Newborn

© experienced an operating profit of in 1980. (Finding of Fact 193).

' Infringing caulking guns began to appear in the United States in late 1979,
but were not imported in large numbers until 198l1. (Finding of Fact 186).
The evidence of record establishes that following the increase in infringing
imports, Newborn experienced a substantial drop in sales of its smooth rod caulking
(o)) gun, from in 1980 to in 1982, (Finding of Fact 188).12/
Q) Additionally, Newborn suffered a lost of - in 1982, (Finding of Fact 193).

Newborn's current market share is approximately 15-20Z of total U.S. sales for

12/ The complainant alleges that it currently is losing $32,500 a month in
caulking gun sales, (Complainant's brief, p. 56). Complainant's
figures cannot be taken at face value bacause the figures are based on
sales projections of a contemplated 25% per year increase in sales.
(Chang, Tr. 295). Moreover, complainant has discounted some sales
below the list price upon which complainant's projections are based.
(Finding of fact 210). However, enough evidence of record exists to
substantiate independently complainaant's claimed injury.
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smooth rod caulking guns (Finding of Fact 215), while the market share of import

other than Newborn is growing rapidly. (Findings of Fact 186, 217-219).

The record demonstrates that since 1980, many of Newborn's customers have
reduced or discontinued their purchases of the Newborn patented caulking gum,
and have purchased infringing imported guns from other sources. (Findings of.

Fact 196-200, 203, 208, 227).

Although 1t appears that Newborn has lost sales to non~infringing imported
econo—-type guns (Findings of Fact 198, 203, 222) and domestically produced smoot
rod and ratchet caulking guns (Findings of Fact 200, 220), the evidence of recor
establishes that the substantial portion of complainant's lost sales is agtribut
to infringing imports. (Findings of Fact 195, 197, 204, 206, 208). Sales lost
the Collier (UMAC) non-infringing smooth rod caulking gun account for less than
one third of the unit sales loss Newborn experiemnced between 1980 and 1982. (Fi
of Fact 220). The testimony indicates that the econotype gun comprises only fro
5~25% of the market, and therefore cannot account for the majority of Newborn's

sales, (Findings of Fact 217, 222).

Moreover, the infringing imports frequently are offered at prices well belo
Newborn's manufacturing cost. (Findings of Fact 201, 202, 212). The evidence
demonstrates that caulking gun customers are price-sensitive. (Findings of Fact
208-210). To compete with the underpriced infringing imports, Newborn has reduc
its prices to certain customers. (Finding of Fact 210).12/ Additionally, Newbo

has introduced its own ratchet and econo-type caulking gums to compete with the

13/ 'The evidence indicates that caulking guns generally are sold at less
than che price represented on the manufacturer or importers price
list. However, the complainant reduced its priced generally from the
1982 list price to the 1980 level, and additiomally discounted to meet
specific instances of competition from infringing imports. (Finding
of Fact 210).
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lower priced iuports of infringing and econo~type caulking guns. (Finding of
Fact 222), |

The evidence of record supports an inference tQat the influx of infring-
ing imports will continue, and that complainant would continué to lose sales
to infringing imports should he commence production in the United States.
The record establishes that there exists a substantial excess in foreign capacity
available for the prodﬁction pf caulking guns. (Findings of Fact 202, 211).
Additionally, the complainant has established that several non-respondents
export to the United States infringing caulking guns (Findings of Fact 124, 126,
225~228), and Shat several respondents who presently do not export to the United

States have expressed a desire to do so. (Findings of Fact 211, 212).

For the foregoing reasons, I find that there exists a tendency to sub-
stantially injure in the future the "embryo industry”™ for the production

of caulking guns under the suilt patent,
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FINDINGS OF FACT

The Administrative Law Judge adopts the following Findings of Fact

to the extent they are consistent with this opinion.

l.

2.

Jurisdiction

Service of the Complaint and Notice of Investigation was effected
on all respondents except Chil Sung Ind. Co. (SX 28; Response

to Complaint by Buseong Industrial Co., Ltd., Thumb Enterprise Co.,
Ltd., Fuerza International Co., Ltd., Taiwan Seven Rings Ind. Co.

Ltdo)o
Parties

Complainant Peter J. Chang is the principal stockholder and ﬁresi—
dent of Newborn Brothers Company (Newbora), a domestic corporation
principally engaged in the sale and distribution of caulking guns
in the United States, with its principal place of business at

9645 Gerwig Lane, P. O. Box 8, Columbia, Maryland 21046. Since
1976, Newborn has sold under its own name smooth rod (ratchetless)
caulking guns manufactured in accordance with the claims of U.S.
letters Patent 4,081,112 (the '112 patent) by Revon Products
(Revon) in Seoul, Korea. Revon, a company in which Mr. Chang was
also principal stockholder, ceased operations on May 31, 1982.

(X 79).

Respondent Art-Co Distributors, Inc. (Art=Co) has its principal
place of business at !l] West Robinson Street, Orlande, Florida
32802. Art-Co imports and sells smooth rod caulking guns in the

ve , Iy /ﬁ\' 1 N
Unized States. (CY 1063,



4.

5.

6.

7.

8.

9.

Respondent Azco, Inc. (Azco) has its principal place of business at
2530 South Broadway, Los Angeles, California 90007. Azco imports and

sells smooth rod caulking guns in the United States. (CX 90, 110).

Respondent DMZ Offshore Services (DMZ), 7600 N.W. 69th Avenue, Miami,
Florida 33166, has offered imported smooth rod caulking guns for sale in

the United States. (CX 20).

Respondent Gray Marketing Group, Ltd., (GMG) has its principal place of
business at 4500 Cedros Avenue, P.0O. Box 5216, P.0. Box 5216, Sherman
Qaks, California 91413. GMG has sold and distributed imported smooth rod

caulking guns in the United States. (CX 92, p. 23; CX 109).

Respondent Donald Gray (Gray) of 4500 Cedros Avenue, P, O. Box 5216,

Sherman Oaks, California 91413, is the owner of GMG. Until January 1982,
Gray sold and distributed imported smooth rpd caulking guns for Newborn.
From March 1, 1982 until May 1, 1983, Gray sold and distributed imported

smooth rod caulking guns for respondent Azco. (CX 92, pp. 21, 26; CX .09).

Respondent Great American Marketing, Inc. (GAM), 17537 Devonshire Street,
North Ridge, California 91325, imports and sells smooth rod caulking guns

in the United Stgtqs. (CX 22, 107).

Respondent Handy Dan Home Improvement Centers, Inc. (Handy Dan), 229
South State, Dover, Delaware 19901, imports and sells smooth rod caulking
guns in the United States. Handy Dan has purchased imported smooth rod

caulking guns from Newborn, GMG, Gray, A.M. Lewls, Roberts Consolidated,

and Western Marketing. (CX 107, Interrog. 6).
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10.

11.

12.

13.

14,

15.

16.

Lowe's Co., Inc. (Lowe's), P. O. Box 111, N. Wilkesboro, North
Carolina 28656, sells imported smooth rod caulking guns in the

United States. (CX 23).

Respondent Macklanburg-Duncan Co. (Macklanburg), has its principal
place of business at 4041 N. Santa Fe, P, O. Box 25188, Oklahoma
City, Oklahoma 73125. Macklanburg imports and sells smooth rod

caulking guns in the United States. (CX 96, 97, lll).

Respondent The Mega Group, Inc. (Mega), 6001 Northwest 153rd Street,
Miami Lakes, Florida 33014, has offered imported smooth rod caulk-

ing guns for sale in the United States. (CX 18).

Respondent Sav-on-Drugs, Inc. (SOD) has its principal place of
business at 1500 S$. Anaheim Boulevard, P.0. Box 17, Anaheim,
California 92805. SOD imports and sells smooth rod caulking

guns in the United States. (CX 108).

Respondent Buseong Industrial Co., Ltd. (Buseong), 247-7
Sangok-Dong, Buk-=ju, Inchon, Korea, manufactures smooth rod

caulking guns and exports them to the United States. (CX 1lll).

Respondent C&B Brothers Co., Ltd. (C&B), P.0O. Box 84-363, Taipei,
Taiwan has offered to export smooth rod caulking guns to the

United States., (Chang, Tr. 482; CX 8).

" Respondent Chil Sung Ind. Co. (Chil Sung), 14=7 Dong Ja Dong,

CPO Box 2772, Yongsanku, Seoul, Korea, has offered to export
smooth rod caulking guns to the United States. (Chang, Tr. 484;

CX 10).
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17. Respondent DsW Industrial Co., Ltd. (D&W), P.0. Box 27-93, Taichung,
Taiwan, has offered to export smooth rod caulking guns to the United

States., (Chang, Tr. 483; CX 9).

18. Respondent Fuerza International Co., Ltd. (Fuerza), l4l-1 Hoping
Lunchow Hsiang, Taipei-Hsein, Taiwan, has offered to export smooth

rod caulking guns to the United States. (Chang, Tr. 491; CX 7).

19. Respondent Kukje Corp., (Kukje), CPO Box 747, Seoul, Korea, has
exported smooth rod caulking gumns manufactured by respondent Buseong

to the United States. (CX 84).

20. Respondent Taiwan Seven Rings Ind. Co., Ltd. (TSR), P.0O. Box 30-4222,
"Taipei, Taiwan has offered to export smooth rod caulking guns. to the

United States. (Chang, Tr. 479; CX 4).

21. Respondent Thumb Enterprises, Ltd. (Thumb), 6th Floor, Taishin
Building, No. 30, Sec. 2, Chi-Nan Road, Taipei, Taiwan has offered

to export smooth rod caulking guns to the United States. (CX 32, 1l15).

22. Respondent Viva International Corp. (Viva), ll-4th Floor, NCR Building,
P.0. Box 13-361, 955 Tun Hwa S. Road, Taipei, Taiwan, has offered to

export smooth rod caulking guns to the United States. (CX 6).

23. Respondent Winmax, Inc. (Winmax), P.0. Box 53-422, Taipei, Talwan,

has offered to export smooth rod caulking guns to Europe. (CX 5).

" ——
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Product in Issue

The product in issue is a smooth rod caulking gun which is covered
by the claims of U.S. Letters Patent No. 4,081,112 (the '112 patent).
Chang sells two models of caulking guns covered by the 'l12 patent:
the one~tenth gallon size, the 101 model; and the quart size, the

105 model. (Chang, Tr. 218).

Approximately 50% of the caulking guns sold in the United States
are ratchet-type caulking guns and approximately 502 of the caulking
guns sold in the United States are smooth rod caulking guns.

<Chan.g, Tr. 290 382; SX I‘GA’ Pe 68)0

- Ratchet~type caulking guns have teeth (ratchets) milled into a

plunger rod. When the user squeezes the trigger, the trigger
engages a latching dog which, in turn, engages the teeth and

moves the plunger rod forward. The teeth and dog then hold the rod
in place until the trigger is squeezed again or the rod is released
by disengaging the teeth. (Chang, Tr. 651, 653; SX 35; 454,

ppo 13'14).

Smooth rod caulking guns operate through the use of a spring
mechanism and do not utilize ratchets. When the user squeezes
the trigger, a gripping plate pusheé forward against a spring and
advances the plunger rod and when the trigger is released, the
spring pushes the gripping plate and trigger back to the resting

position. (CX l; CPX 1l; SPX 2).
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Smooth rod and ratchet-type caulking guns are sold to the "do-it-
yourself™ user and professional user, Caulking guns are sold throuvgh
hardware wholesale;s, home centers, discount chains and bﬁilding
material suppliers, The one-teath gallon size gun is generally
marketed to the "do-it-yourself"™ user, whereas the larger quarter-size
gun generally is marketed to the professional user, Newborn sells
primarily to the "do-it-yourself” m;rkec and approximately 85%

of Newborn's dollar sales and 95X of its unit sales are attributable
to the one-tenth gallon (10l model) gun. (Chang, Tr. 218-19; X 79,

Interrog. 10; SX 46B, pp. 71-72).

It is estimated that annual sales of caulking guns in the United

States total approximately 6 to 8 million units and that caulking
gun sales to the "do-it-yourself” market total approximately 4 to
5 million units. (Chang, Tr. 219; CX 81, Interrog. 15(a); SX 46A,

p. 67).

There are essentially two types of smooth rod caulking guns sold

in the United States. One type of gun has a trigger pivot point
above the plunger, such as that which 1is found in the Newborn

model 10l and 105 caulking guns and the allegedly infringing imported
caulking guns. The other type of smooth rod gun, commonly referred
to as the "E Type,” "econo-smooth rod” or "short handle” caulking
gun, has a trigger pivot point located below the plunger rod.

(CPX 1-20; SPX 1-4).

It is estimated that approximately ome-half of the caulking guns

sold in the United States are imported and that 95X of imported

caulking guns are of the sméoch rod type. (SX 46A, pp. 68-69).
74
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33.

In late 1981, the UMAC Division of Collier Industries, Inec.,

located in Weirton, West Virginia, began manufacturing a smooth

rod caulking gun in the United States. UMAC is the only domestic
producer of smooth rod caulking guns for the do-it-yourself market.
UMAC estimates that it accounts for approximately of the
approximately 6 to 8 million caulking guns sold annually in the
United States. However, UMAC {s predominantly a manufacturer of
ratchet guns and its sales of smooth rod caulking guns totalled only
approximately in 1982. (Chang, Tr. 280-8l; SX 46A, pp. 15,

66-68, 78, 79; SX 46B, pp. 74~75, 76; SPX 2).

Prior to the Schmneider smooth rod caulking gun, both the professional
and do-it-yourself markets utilized only ratchet caulking guns. The
ratchet gun currently is preferred for its durability by the pro-

fessional user., (Chang, Tr. 382).

~4
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39.

Validity
The comﬁlainanc‘filed a Korean patent application for its smooth rod

caulking gun cn July 29, 1976. (CX 28).

U.S. Letters Patent No. 4,081,112 (the '112 patent) patent issued on
March 28, 1978 to the named imventor, Peter J. Chang, on U.S. Patent

Application Serial No. 731,730, filed October 12, 1976. (CX 1).

In January 1973, Mr. Chang formed Revon Products, Inc. for the
purpose of manufacturing ratchet caulking guns for worldwide export.
At this time the Uaited States market was comprised of virtually

100Z ratchet guns. Revon Products U.S.A., Inc., was a distribution

company and served as amn export clearing house in the United States.

Mr. Chang has studied mechanical engineering informally, but does not

possess an enginecering degree. (CX 118).

In 1975, Mr. Chang wanted to eliminate the ratchet mechanism in the rod

by comwerting to a smooth push rod. The ratchet guns presented the
following problems: expensive toéling costs for milling the ratchet,

lack of thrusting power to extract high viscosity caulk, and the inability
to pull back the push rod to stop the caulking flow with one hand.

(Chang, Tr. 204"'06; & 1].8).

In February 1975, Chang obtained a smooth rod gun patented under U.S.
Letters Patent No. 1,986,166 (CX 39) and began to improve upon it. 1In
order to increase the thrusting power, Mr. Chang determined that an extra
long trigger to increase leverage within the specified area of a handle
vas necessary. . However, the span between the trigger and the handle

was limited to the width which a human hand could cover. In order to
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43,

achieve the extra long leverage of the trigger within the fixed length
and width of the handle, it was necessary to move the pivot of the
trigger to above the piston rod. Further, Mr. Chang wanted to create a
new spring assembly that would both increase thrusting power and eliminate
the slippage problem. (Chang, Tr. 207-12; cx'39; CX 79, Interrog. 5;

CX 118, p. 6; SX 45A, p. 21; SX 45C, pp. 192-94).

Smooth rod caulking guns had existed on the market for many years. The
Albion gun was made accofding to the Schneider patent, U.S. Letters
Patent No. 1,986,166 issued in 1935. The existing smooth rod caulking
guns had similar problems found in ratchet guns, namely lack of thrusting

power and slippage on the rod. (Chang, Tr. 207-12; CX 118, p. 5).

The manufacturing process necessary to produce the new gun was developed
in November 1975, and in May 1976 marketing began in the United States.

(Chang, Tr. 212; CX 118, p. 6).

In the first Office Action by the Patent and Trademark Office (PTO) the

patent examiner rejected all five claims of the patent, on 35 U.S.C. §112
and 35 U.S.C. §103, on the basis of two prior art references: the Costa
patent, U.S. Letters Patent No. 4,009,804; and the Cox Australian Patent

No. 217,894. (Witherspoon, Tr. S1l4; CX 38).

The following pertinent prior art was cited by the PTO examiner: the
Schneider patent, U.S. Letters Patent No, 1,986,166; the Peterson patent,
U.S. Letters Patent No.-%,530,359; the Sherbondy patent, U.S. Letters
Patent No. 2,561,825; the Costa patent, U.S. Letters Patent No. 4,009,804;

and the Cox Australian Patent No. 2.7,8%4. (CX 1, 38-43).
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46.
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49,

The patent examiner rejected the original claims of the 'll12 patent under
§112 because the trigger had not been defined appropriately, and under
§103 because the 'l12 invention was obvious in light of Reference L

(Cox), cited in combination with Reference A (Costa). (CX 38).

It would have been obvious to employ a manually releasable second
grip element taught by Costa in combination with the device disclosed

by the Cox patent application. (Witherspoon, Tr. 514; CX 38).

All the prior art cited by the examiner had pivot points below the rod,
with the exception of the Cox patent. The examiner originally rejected
the '112 invention on the basis of the Cox patent, which had the pivot
point above the rod, but allowed the claims .as amended, which required
the spring to be located above the plunger rod. (Witherspoon, Tr.

516=17; CX 38-43).

The Cox Australian Patent did not suggest “contact of a portion of the

trigger above the pivot contacting grip.” (CX 38, amendment p. 3).

All of the prior art cited by the examiner had springs as the operating

means and all had the first spring on, not above the rod. (CX 39-43).

In response to the examiner's rejection, claim 1, the only independent
claim in the '112 patent, was amended, Claim 1 sets forth the purported

improvement as the combination of elements comprising:

the first grip encircling within the handle the plunger
shaft and protruding upwardly beyond the plunger shaft to
a location proximate the upper portion of the frame, the
trigger extending upwardly in the handle to a trigger

" pivot located above the plunger shaft, a portion of
the trigger above the pivot operatively coantracting said
first grip upward protusion, said first spring oppositely
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33,

blasing said trigger operative engagement, the handle
having a forward wall, the first spring being a compression
spring, and means for frictionally retaining the first
spring in the spacing between the forward wall and the
first grip, above the plunger shaft.

(CX 1, col, 3, 1. 14 to col. 4, 1. 2).
Claim 2 of the 'l112 patent describes the purported improved combination
disclosed therein as follows:

In a caulking gun as recited in claim !, the handle

having a rear wall with an opening therein, the second

grip within the handle and encircling the plunger with

sald operable portion projecting through the opening

and a rearwardly concave portion of the second grip

extending upwardly to free contact with the rear wall

interior, the second spring being on the plunger shaft
and urging apart said trigger and second grip.

(CX 1, col. 1).

The advance wer the prior art disclosed in claim 1 of the '112 patent is
the combination of "the features of a trigger pivot and trigger-to—-drive
grip engagement above a plunger rod“‘in a smooth rod caulking gun. (CX I,

col. 1, 1. 30=31; SX 46A at 31-33).

The purported improvement of the combination described in claim 2 of the
'112 patent, wherein the stopping mechanism is placed within the handle,
results in "advantages of ... quickvfabrication‘and assembly, damage
resistance, and appearance.” (CX 38, amendment, p. 3).

The specifications in the 'l12 patent state that the purpose or
advantage of the placement of the first spring above the rod is ease

of assembly. (Witherspoon, Tr.‘688; CX 1, col. 2, 1. 55-60).
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Mr. Fought, general manager of UMAC, testified that because of the
combination of a high trigger pivot and ;perative contact of the trigger
and first grip above the plunger rod in the device such as that disclosed
in claim 1 of the '1l2 patent, less pressure is required to expel the
caulk in such a device than in a device, such as SPX 4, with a lower

pivot system. (SX 46A, pp. 32-33).

The claims of the Chang patent specifically require that the first spring
be above the rod and specifically require that the pivot point of the

trigger be above the rod. (Witherspoon, Tr. 521; CX 1, claim 1),

The placement of the first spring above the rod is very critical in order
for the smooth rod caulking gun to function properly. If it is not placed
above the rod, it quickly will become defective because both the spring

and the first grip will wear out. (Chang, Tr. 637).

Patents cited by the Commission imvestigative attorney that were not

cited by the examiner include: the Carhart patent, U.S. Letters Patent

No. 3,894,663; the United States Cox patent, U.S. Letters Patent 4,072,254;
the Beyer and Otto patent, German Patent No., 1,968,819; and, the Creighton
patent, U.S. Letters Patent No. 3,311,265. All of these references, with
the exception of the Carhart patent, show the pivot point below the rod
and show the first spring located on the plunger rod. (Witherspoon, Tr.

521-22; sX 31, 32, 35, 40).
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The Carhart patent concerans a ratchet gun, which does not teach the

use of springs. (Witherspoon, Tr. 522; 8X 35).

None of the patents raised by the Commission investigative attormey
discloses the placement of the first spring above the plunger rod,
which was amended to the claims of complainant's invention to overcome
the examiner's rejection. All of the art cited by the staff teaches

placement of the spring on the rod. (Witherspoon, Tr. 523).

The Lechler instruction sheets for caulking gun models 201, 202 and
203, dated June 1974, were printed and distributed in Germany in 1974.

(sX 29, 294, 29B, 29C, 29G, 49, 49A; SX 53, pp. 58-60, 65-69, 71-73;

SX 54).

In 1974, Johann Lutz, then assistant to the manager of Lechler's promotion

department, persounally determined through spot checks that a caulking gun

instruction sheet (SX 294, B, C) was included in the package for each model

201, 202 and 203 caulking gun distributed by Lechler. (SX 22; SX 53 at

58-60, 72).

In 1974, approximately 7,000 of the instruction sheets for Lechler's
model 201 caulking gun were printed. Approximately 4,000 of these
sheets were distributed with caulking guns sold by Lechler in 1974,
These sheets also were distributed to Lechler's sales offices through-
out Germany for inclusion in proposals to Lechler's customers. (SX 29B,

49, 49A; SX 53, pp. 67-69, 72-73).

Approximately 2,500 of the instruction sheets for Lechler's model
203 caulking gun were printed and distributed in Germany in 1974,

(SX 29C; SX 33, pp. €5-66).
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Certain types of driving or opéra:ing means include springs, gears
or ratchets, and compression rubber or compression plastic material.

No springs are pictured on the Lechler drawing;. (CX 294-G).

One cannot tell from the Lechler drawing or leaflet where the
placement of any of the springs or other operating means would be
because the leaflet and the drawing do not show the interrelationship

of the inner working pérts. (Chang, Tr. 627-28).

The drawing in the Lechler leaflet does not show the handle fully
extended to the butt cap. There is an indication that the handle is
restrained from extending all the way to the butt cap by a lower

pivot point. (Chang, Tr. 628-29).

Figure 2 of the 'l12 patent shows that the-trigger has to be extended

fully to the butt cap with no restraining rivet. (Chang, Tr. 629).

The Lechler leaflet drawing shows the forward wall which 1is the

back of the butt caﬁ to be smooth. It does not depict a restraining
notch. The restraining notch functions as a retaining mechanism
for the first spring 1if it is placed above rod. If there is no
restraining notch, the spring can pop out. The Newborn caulking gun

utilizes such a restraining notch., (Chang, Tr. 630-31).

‘The drawing on the Lechlar leaflets indicates that the release lever

is "floating.” It is not biased by a spring or other mechanism.

(Chang, Tr. 631-32).
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The Lechler leaflets do not show each and every element cited in
the claims of the '112 patent and consequently do not show them in
the relationship set forth in the '112 invention. (Witherspoon,

The level of skill in the pertinent art at the time of the
invention of the device disclosed in the 'l12 patent was

relatively low., (Witherspoon, Tr. 552; CX 118, p. &4).

Infringement of the '112 Patent

Respondent Azco has imported, and respondents Gray and Gray Marketing
Group have distributed, caulking guns that coantain the following:

(1) a trigger lever pivoted above the plunger rod which contacts the
gripping plate above the rod; (2) a first spring frictionally retained
above the plunger rod between the forward wall and the first grip;

(3) a second spring and second grip plate enclosed within the handle,
with only a manual release lever and end of the plunger rod protruding
beyond the handle; and (4) the trigger touching the butt cap when in a

released position. (CPX 2, 3, 5, 8, 9, 18).

Respondent Lowe's Co., Inc. purchases from abroad both econo~type and
caulking guns that are identical to complainant's model 101 caulking

gun. (Raber, Tr. 45-46; CX 23).

Respondent Buseong manufactures for export to the United States caulking
guns that contain the following: (1) a trigger lever pivoted above

the plunger rod which contacts the gripping plate above the rod; (2)
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a first spring frictionally retained above the plunger rod between
the forward wall and the first grip; (3) a second spring and second
grip plate enclosed within the handle, with only a manual release
lever and end of the plunger rod protruding beyond the héndle; and
(4) the trigger touching the butt cap when in a released position.

(cx 12; CPX 13, 17; sSPX 1),

Non-respondent Cashway sells a caulking gunm that contains the following:
(1) a trigger lever pivocéd above the plunger rod which contacts the
gripping plate above the rod; (2) a first spring frictionally retained
above the plungér rod between the forward wall and the first grip;

(3) a second spring and second grip plate enclosed within the handle,

‘with only a manual release lever and end of the plunger rod protruding

beyond the handle; and (4) the trigger touching the butt cap when in a

released position. (CPX &).

Non~-respondent True-Value Hardware Stores sells a caulking gun that
contains the following: (1) a trigger lever pivoted above the plunger
rod which contacts the gripping plate above the rod; (2) a first
spring frictionally retained above the plunger rod between the
forward wall and the first grip; (3) a second spring and second grip
plate enclosed within the handle, with only a manual release lever
and end of the plunger rod protruding beyond the handle; and (4) the

trigger touching the butt cap when in a released position. (CPX 6).

Non-respondent Ace Price sells a caulking gun that contains the
following: (1) a trigger lever pivoted above the plunger rod which

contacts the gripping plate above the tod: (2) & first spring fric-
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tionally retained above the plunger rod between the forward wall and
the first grip; (3) a second spring and second grip plate enclosed
within the handle, with only a manual release lever and end of the
plunger rod protruding beyond the handle; and {(4) the trigger touching

the butt cap when in a released position. (CPX 10).

Non-respondent Reardon-Briggs sells a caulking gun that contains the
following: (1) a trigger lever pivoted above the plunger rod which
contacts the gripping plate above the rod; (2) a first spring friction-
ally retained above the plunger rod between the forward wall and the
first grip; (3) a second spring and second grip plate enclosed within

the handle, with only a manual release lever and end of the plunger

rod protruding beyond the handle; and (4) the trigger touching the

butt cap when in a released position. (CPX 1ll).

Several caulking guns of unknown origin contain the following:

(1) a trigger lever pivoted above the plunger rod which comntacts the
gripping plate above the rod; (2) a first spring frictionally retained
above the plunger rod between the forward wall and the first grip;

(3) a second spring and second grip plate enclosed within the handle,
with only a manual release lever and end of the plunger rod protruding
beyond the handle; and (4) the trigger touching the bﬁt: cap when in a

released position. (CPX 7, 12, 14).

Respondent C&B Brothers has offered for sale a caulking gun that appears
to have the following characteriscics: (l) a trigger lever pivoted above
the plunger rod which contacts the gripping plate above the rod; (2) a

first spring frictionally retained above the plunger rod between

o
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the forward wall and the first grip; (3) a second spring and second
grip platé enclosed within the handle, with only a manual release
lever and end of the plunger rod protruding beyond the handle; and
(4) the trigger touching the butt cap when in" a released position.

(cx 8).

Respondent D&W Industrial has offered for sale a caulking gun that
appears to contain the following: (1) a trigger lever pivoted above
the plunger rod which contacts the gripping plate above the rod;

(2) a first spring frictionally reta;ned above the plunger rod
between the forward wall and the first grip; (3) a second spring and
second grip plate enclosed within the handle, with only a manual
release lever and end oflthe plunger rod protruding beyond the
handle; and (4) the trigger touching the butt cap when in a released

position. (CX 9).

Respondent Kukje Corp. has offered for sale a caulking gun that
appears to contain the following: (1).a trigger lever pivoted above
the plunger rod which contacts the gripping plate above the rod;

(2) a first soring frictionally retained above the plunger rod
between the forward wall and the first grip; (3) a second spring and
second grip plate enclosed within the handle, with only a manual

release lever and end of the plunger rod protruding beyond the

handle; and (4) the trigger touching the butt cap when in a released

position. (CX 1l1).

Respondent Taiwan Seven Rings has offered for sale a caulking gun

that appears to contain the following: (1) & trigger lever pivoted
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above the plunger fod which contacts the gripping plate above the
rod; (2) a first spring frictionally retained above the plunger rod
between the forward wall and the first grip; (3) a second spring and

second grip plate enclosed within the handle; with only a manual

' release lever and end of the pldnger rod protruding beyond the

handle; and (4) the trigger touching the butt cap when in a released

position. (CX 51).

Respondent Viva International has offered for sale a caulking gun
that appears to have the following characteristics: (1) a trigger
lever pivoted above the plunger rod wﬁich contacts the gripping plate
above the rod; (2) a first spring friction#lly retained above the
plunger rod between the forward wall and the first grip; (3) a second
spring and second grip plate enclosed within the handle, with only a
manual release lever and end of the plunger rod protruding bevon& the
handle; and (4) the trigger touching the butt cap when in a released

position. (CX 6).

Passing Off

Donald Gray, through his company Gray Marketing Group (GMG), sold
Newborn caulking guns in the Southern California market from early
1976 until January 1982, as the exclusive Newborn representative in
the states of California and Nevada. (Chang, Tr. 398, 408; CX 118,

‘p. 27).



87. As a representative for Newborn, Gray warehoused Newborn caulking
guns, an& had in his possession Newborn's complete customer list,
Newborn promotional brochures, advertising, and advertising slicks
for the Newborn caulking gun. Advertising slicks are distributed
to buyers to use in preparing their own advertising of a manufacturer's
product. Newborn's dee:tising slick shows the cutaway pictorial of
the Newborn caulking gun. (CX 26; CX 79; CX 92, pp. 27-30; CX 109;

CX 118, p. 29).

88. Gray's relationship with Newborn was terminated in January 1982.
Immediately upon leaving Newborn, in February of 1982, Gray began
working for Arthur Zakarian as a manufacturer's representative

for Azca, Inc., selling smooth rod Olympia caulking guns. Gray
was Azco's sole representative, but was assisted by three sub-

representatives at various times. (CX 92, pp. 23-25, 34-35).

89. 1In early January 1982, Newborn received information that Gray was
attempting to sell another brand of caulking gun that was identical
in every way with Newborn's. In February 1982, Newborn learned that
a salesman of Gray Marketing Group was calling on customers claiming
GMG had bought out Newborn Brothers and that he was the new repre-
sentative, On February 18, 1982, Newborn received a brochure that
the salesﬁan was distributing. Comparison with Newborn's brochure
showed that the GMG brochure used the same cut-a-way picture as the

Newborn caulking guns. (CX 13, 25, 118, pp. 27-28).

90. 1In February 1982, after his relationsnip with Newborn was terminated,

Gray used Newborn's advertising slick as a model in the preparacion

03]
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of artwork for an advertising brochure for Azco. The advertising

prepared for Azco depicted a cut-away drawing similar to the drawing

used by Newborn. The materials used in marketing the Azco/Olympia caulking
guns did not utilize Newborn's name or logo or refer to the 'll2 patent,
The name "Azco/Olympia" was prominently displayed on those materials which
used the Newborn cut-away drawing. (Chang, Tf. 178-79; CX 13, 16, 26;

CX 90, pp. 71-73, 127; CX 92, pp. 32-34, 41-42).

Azco had no knowledge that Gray had used Newborn ad slicks in Azco's

advertising and promotional material, (CX 90 at 73; CX 92 at 33, 73).

The prices on the brochure distributed by Gray's salesman were

effective January 1, 1982. (Chang, Tr. 398-99; CX 13; CX 118,

p. 28).
0'Tool Company is a distributor of hand tools and has purchased for
resale Newborn caulking guns since at least early 198l. O0'Tool sells

caulking guns to building material dealers. (CX 88, pp. 5-6).

Prior to February 1982, 0'Tool madé all their purchases of Newborn
caulking guns through Donald Gray. In February 1982, 0'Tool Company
placed an order with Gray for caulking guns and received a shipment
of allegedly infringing caulking guns which were branded "Olympia."
The shipment of Olympia caulking guns received by 0'Tool contained a
Newborn leaflet. Although Q'Tool had expected to receive Newborn
caulking guns, as it had in the past, Gray did not represent to
0'Tool that he was still associatzed with Newborn when 0'Tool placed

the order in question. (CX 24; CX 88, pp. 5-7, 10-12; CX 118, p. 18).

(8]
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0'Tool coantinued to buy additional Olympia caulking guns from Mr. Gray
until 0'Tool began to purchase Newborn caulking guns in the spring of

1982 from a new source. (CX 88, p. 14).

-

Gray did not use any Newborn brochures in connection with the sale

of Olympia guns. (CX 92, at 36).

All containers of Olympia caulking guns ordered through Gray were

assembled and shipped from Taiwan., (CX 92, at 37).

Following his association with Azco, Gray did not state to anyone

that he still represented Newborn., (cx“sz, at 36).

Gray never instructed his sub-representative, Earl Leshin, to say
that Gray Marketing Group had purchased and replaced Newborn, and
has no personal knowledge that Leshin made such representations.

(CX 92, at 41).

Pacific International Marketing (PIM) was chosen by Newborn to
represent Newborn in California, to replace Gray. Upon receiving

the account, PIM contacted all previous Newborn customers within

‘that area. No customer stated that it had purchased an Olympia

caulking gun believing it to be a Newborn caulking gun. (CX 89, at'39).

Angels, American Wholesale Supply and Handyman allegedly believed they

were purchasing the Newborn caulking gun when in reality they were not.

- (Raber, Tr. 71).
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Hargar Distributors of Tucson, Arizona would not purchase caulking
guns from a Newborn sales representative because Leshin allegedly
offered him "Newborn" caulking guns at reduced prices. (CX 87,

p. 12).

Knox Lumber refused to purchase Newborn guns because Gray was
offering what allegedly was a "Newborn” caulking gun without a logo

for a lower price. (Raber, Tr. 128-29).

Sales representatives of Newborn complained to the national sales
manager that he was overlapping assignments because customers were
waintaining they had just purchased "Newborn" caulking guns.

(CX 116, p. 9).

False Desigpation of Source and Origin

Complainant's models 101 and 105 imported caulking guns are identically
die-stamped. The Newborn Econo-type caulking guns do not display the
same die~stamp as the 101 and 105 models, but are stamped clearly

with a country of origin. (Chang, Tr. 442).

Azco has imported the following caulking guns with no marking of the

country of origin: CPX 3, 5, 18. (Chang, Tr. 472-73; CX 90, p. 53).

Azco has imported the following caulking guns with an illegible marking

~ on the front of the first grip: CPX 2, 9, 20. (Chang, Tr. 477).

Azco has imported the following caulking guns with only an adhesive

label reading "Made in Taiwan": CPX 7, 8. (Chang Tr. 454).

0
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109. CPX 4 is not stamped but has an adhesive label "Made in China” and is

distributed by Grace Retail Corporation in New York. (Chang, Tr. 473).

110. CPX 10-14 appear to have been made by the same manufacturer in
Taiwan as the other Olympia caulking guns and have been sold with

no marking of country of origin., (Chang, Tr. 455).

111. Harbor Sales Co. sold CPX 15 with a small imprint of the country

of origin in the release grip. (Chang, Tr. 466; CPX 15).

112, The following caulking guns, stamped "Olympia,” are imported by Azco
and sold by Don Gray: CPX 2, 3, 5, 8, 9, 18, (CcpX 2, 3, 5, 8, 9,

18).

113. The following caulking guns have no brand name: CPX 6, 10, 11, 12,

14, (Chang, Tzr. 474),

114, True Value, Ace Price and Reardon Briggs sell caulking guns which
allegedly infringe the 'l12 patent and contain no markings as to
country of origin or brand name. (Chang, Tr. 453, 455, 465, 474;

CPX 6, 10, 11).

115. Newborn uses a cut-a-way drawing which shows the internal mechanism
of its caulking gun in its advertisements and provides various sizes
of this cut-a-way drawing to the sellers of its caulking guns for use
in their own advertising. This drawing has been copied by respondents
Taiwan Seven Rings, Winmax, C&B, AZCO, Gray, and Gray Marketing

Group. (CX 4, 5, 6, 8, 25, 26, 63).



l16.

117.

118.

119.

120.

'1210
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The respondents' promotional materials do not utilize the name or
logo of Newborn and do not reference the 'l12 patent, (Chang, Tr.

178-79; CX 4, 8, 13, 16).

Caulking gun purchasers have returned to Newborn defective caulking
guns that were not manufactured by Newborn. “The guns returned to
Newborn were: ratchet guns, E-type guns, guns of various shades

of blue, and silver colored guns. (Chang, Tr. 305-10).

In late 1982, AZCO placed a sticker "Made in Taiwan” on two shipments

of caulking guns that were improperly marked. (CX 90, p. 52).

Don Gray has never seen a gun in the California market that did not

carry a country of origin marking. (CX 92, p. 49).

Every shipment of Olympia caulking guns is now stamped with the
name "Olympia” on either the handle or on the back of the release
lever between the plunger rod and the containing mechanism. (CX 90

at 54’55).

Importation and Sale

Buseong has the capacity to produce allegedly infringing
caulking guns per year. Between 1981 and April 21, 1983, Buseong
manufactured allegedly infringing caulking guns for export

to the United States. The quantity and value of allegedly infringing

caulking guns exported to the United States by Buseong is as follows:

Year Quantity Dollar Value
1981 FOB Korea
Fravra CIF Oklanoma

1983 CIF Oklahoma

o) ST BN
(Cx Lll
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122,

(C)

123.

124,

()

125.

126.

Buseong has sold allegedly infringing caulking guns to .
, and Macklanburg-Duncan.

(CX 111, interrog. 6-8).

Between 1980 and 1982 Azco, Macklanburg-Duncan and others have
imported and sold allegedly infringing quart—size caulking guns, as
well as allegedly infringing 1/10th gallon-size caulking guns, in

the United States. (CPX 15, 17-20).

Azco has imported allegedly infringing caulking guns that were
manufactured by and exported to the United States by
. Azﬁo imported
and sold - allegedly infringing caulking gums in 1981, and
allegedly infringing caulking guns in 1982. (CX 90, pp. 9-

24; CX 110).

From March 1, 1982 to May 1, 1983, Gray and Gray Marketing Group
sold allegedly infringing caulking guns as Azco's manufacturer's

representative, (CX 109; CX 92, p. 26).

Between February 1, 1983 and June 30, 1983, the Customs Service

reported the following imports of allegedly infringing caulking

guns:
Number of Number of
Importer Imported Shipments Caulking Guns
Beaut-ease Products
Chicago, Illinois )
Lebowitz Wholesale Hardware
Chicago, Illinois 1
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127.

128.

129.

Handy Dan Improvement

Kansas City, Missouri 1 18,000 from China
Great American Co. . 210 from Taiwan
Northridge, California 2 15,042 from Taiwan

Pay ‘N Pak Stores, Inc.
Kent, Washington 1

Federal Industries Corp.
Minneapolis, Minnesota 2

Macklanburg Duncan

Oklahoma City, Oklahoma 3

Thurman Industries

Kirkland, Washington 2

Harbor Sales Co. ' 16,004 through
Royal Oak, Michigan 2 : Baltimore
Azco, aka Olympic Tool 4,092 from China
Los Angeles, California 2 20,016 from Taiwan
Farwell, Ozman, Kirk Co.

St. Paul, Minnesota , 1

(cx 83).

Kukje has exported allegedly infringing caulking guns manufactured

by Buseong to the United States. (CX 84).

C&B, D&W, and Viva have offered to export allegedly infringing
caulking guns to the United States. (Chang, Tr. 482-84; CX 6,

8, 9).

Thumb has not manufactured, exported, imported or sold allegedly
infringing caulking guns in the United States. Thumb has offered
to export allegedly infringing caulking gunrs to the Unitec States.

(CX_39; CX 115).

V)
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130, Fuerza has not manufactured, exported, imported or sold allegedly
infringing caulking guns in the United States. Fuerza has offered
to export allegedly infringing caulking guns to the United States.

(Chang, Tr. 491; (CX 7, 114; SX 52).

131. Taiwan Seven Rings has not manufactured, exported, imported or sold
allegedly infringing caulking guns in the United States. Taiwan
Seven Rings has offered to export allegedly infringing caulking guns

to the United States. (Chang, Tr. 479; CX 4, 112).

132, Winmax has not manufactured, exported, imported or sold allegedly
infringing caulking guns in the United States. Winmax has offered

.to export allegedly infringing caulking guns to Europe. (CX 5, 113).

133. Kelly Moore Paint and American Wholesale Hardware purchased caulking

guns from Gray Marketing Group. (Raber, Tr. 52, 60).

134, lowe's and Emory Waterhouse purchase directly from the Orient.

(Raber, Tr. 46, 56).
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Domestic Industry

Prevention of Establishment

135.

136.

137.

138.

Beginning in 1976, complainant imported into the United States caulking
guns manufactured by his Korean firm, Revon Products, Inc. (Revon). At
this time, the United States caulking gun market was primarily composed of
ratchet guns; smooth rod guns comprised merely 10-15% of the market. By
1980 smooth rod guns had acquired a 30-40% share. In 1981, the market
share for smooth rod guns pad increased to 40-50%. Today the market is

divided in half. (Chang, Tr. 381-83; CX 118, pp. 3, 6).

The caulking gun market in the United States is approximtely 5-6 million

' guns per year in a bad year and 7-8 million guns per year in a boom year.

The size of the market is based on estimates of the number of homes in the
United States, i.e., 52 million, and the fact that every home theoretically
requires a caulking job approximately once every ten years. (Chang,

Tr. 220, 457-59).

In 1982, the domestic manufacturers of caulking guns filed a petition with
the United States Trade Representative to remove all caulking guns from Kore
and Taiwan from GSP status. On March 31, 1982, an executive order was
issued granting the petition., This placed a duty of 7.7% on caulking guns

being imported from those countries. (CX 118, p. 10).

At the time Revon ceased manufacturing operations in 1982, complainant
had an established sales organization and distribution network in the
United States. Complainant has continued distributing imported caulking
guns since the official closing of Revaon in May 1982. (Chang, Tr. 224;
cee ooy war savy pps oo, 10—&L1; LIOTETTOE. 4=3).
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139.

140.

141,

142,

Since March 1983, complainant has imported E-type and ratchet-type
guns made in Taiwan into the United States. Since the closing of
Revon, complainant also has imported quart size model 105 caulking
guns made by another Korean firm. At the request of one of complain-
ant's suppliers who did not wish to ship less than a full shipment,
complainant imported 3,000 tenth gallomn size model 101 caulking guns
in a shipment of model 105 guns in May 1983, (Chang, Tr. 274-75, 277,

303-04, 438-40).

The 101 caulking gun would be the only onme produced in the United
States. Mr, Chang claims he would ﬁot import the model 101 because
of the following: (1) his desire to be with his family in the
United States; (2) the Korean factory is closed; and (3) he could
not impose quality control on overseas suppliers. (Chang, Tr. 305,

37L).

Complainant has studied various options for the possible production
of his caulking guns in the United Scates including: (1) having
his own firm manufacture the guns in Columbia, Maryland; (2) having
the guns manufactured by an existing domestic producer; and (3)
having the guns manufactured by a domestic concern that is not
presently manufacturing caulking guns but which has the capacity to

do so. (CX 29, 30, 34, 36, 44=-46; CX 118, pp. 1l1-17, 119).

Newborn would like to begin production as soon as possible because
its inventory is gradually being depleted. At the time of the July
1983 hearing, there was an imventory of approximately 700,000 pileces

of the model 101 caulking gun. The model 105 caulking gun's inventory
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is completely depleted. In July, sales averaged 100,000 caulking
guns per month., In addition, Newborn must maintain a safety stock of
three to four (3-4) months to take care of sales fluctuations which

are common in the caulking gun business., (CX 118, pp. 18-19; CX 132).

-

143, On December 9, 1982, complainant placed an advertisement in the

Wall Street Journal under the heading "Wanted to Buy Plant.,”

(CX 29; CX 118, p. 11).

144. Complainant has sufficient credit to fund the establishment of a
caulking gun manufacturing facility in the United States. (SX 45B,

pp. 127, 136).

145. There is excess manufacturing capacity in the United States that

can be utilized for caulking gun production. (Chang, Tr. 368).

146, Complainant has studied the possibility of having the component
parts for a caulking gun manufactured abroad and shipped to the
United States for assembly. (Chang, Tr. 228-37, 308-10, 365-67;

CX 47; SX 45C, pp. 334-35).

147, 1In February 1983, complainant had an engineer comvert his Korean
specifications drawings, which were in metric measurements, into
inches. 1In March 1983, complainant's ex-chief engineer qf Revon
prepared an engineering study detaiiing technical requirements
for the manufacturing of caulking guns. (CX 44; CX 118, pp. 12-13,

16; SX 45C, p. 30l; CPX 20).
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149.
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150.
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(Cy 131,

;-
\

Since De;ember 1983, complainant has entered into preliminary
discussions and negotiations with several domestic concern§
regarding their possible production of caulking guns for
complainant, The following firms are among those that complainant
has contacted in this regard: Roper Eastern, M.S. Willett, Inc.,
UMAC and Mary Procter Tables (MPT) Corporation. (CX 36, 45, 46, 58;

&X 118, pp. 12-18; CX 119, 122, 131).

In May 1983, Mr. Chang contacted the General Manager of Collier
Industries, Inc., which is the only other manufacturer of smooth
rod caulking guns in the United States. Om June 2, 1983, Mr.

Chang flew to West Virginia to discuss specific details as to

specifications, quantities and contract terms of a license arrangement,

Upon further negotiations, the parties were within of one
another on price and were working on conditions. The
parties tentatively agreed to production of caulking guns per

month. Subsequent to being subpoenaed by the Commission investigative
attorney, Collier Industries has indicated that it will postpone any
involvement with Mr. Chang until the ITC matter is resolved. (Chang,

Tr. 412, 415; CX 58; CX 118, p. 17; CX 122).

Collier's current share of the entire caulking gun market of six
to eight million units is . Less than of Collier's sales

are smooth rod caulking guns. (SX 46A, pp. 67-68; SX 4¢E, p. 76).

Collier sold v caulking guns in the first four months of

1983, percent of Collier's sales are
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152.

153.

154,

in order to be priced competitively with other domestic
manufacturers and Newborn. The unbranded imports are often priced
, 80 it is to meet

the prices of the unbranded imports. (SX 46B, pp. 119, 11l4-16).

As of August 15, 1982, Newborn offered for sale its model 101 caulking
gun for $1.08 to $1.28. Newborn's present price list, effective May
15, 1983 offers the 101 caulking gun for $1.18 to $1.35. (CX 32,

33). |

At least 1.5 million caulking guns are imported annually from

Taiwan. When caulking guns were remowed from the Generalized System

~of Preferences, Collier's ‘. ‘e Today,

however, the imported guns are priced even lower than they were
prior to removal from GSP status due to the strength of the

American dollar versus the Taiwan dollar. (SX 46B, pp. 119, 121).

Ninety-five percent of the caulking guns imported are smooth rod.
Non-branded imports represent close to half the caulking gun market

and are growing rapidly. The increase is apparent from customer
information and the low pricing on the imports relative to domestic
manufactured and Newborn guns., The non-branded imports sell from

15-30% less than domestic caulking guns., Collier has lost a substantial

amount of sales to imports. (SX 46A, pp. 69, 81-82).



155. Collier has had its smooth rod UMAC caulking gun.
Almost all the smooth rod caulking guns produced are + When
smooth rod guns are manufactured,

(C) smooth rod caulking gum,

of the ratchet guns;
result in a , which contributes to

on the smooth rod gun. (Chang, Tr. 412; SX 46B, p. 92).

156, Mr. Chang's proposed specifications to Collier included needing to
modify the UMAC caulking gun by placing one spring above the rod,
specific | '

, Stamping the handle with the brand and patent information,
the and deadlines for starting production and

‘e tentative pricing. The production requirements included a - unit
trial run in September and per month minimum after approval of
the test run. Collier gave Mr. Chang a tentative price of per

gun. Any agreement reached would be‘for a minimum of .

(SX 468, pp. 137, 139, 145).

157, If Collier enters into a contractual relationship with Newbornm, they
will employ approximately twenty-five (25) additional workers, and
there will be an initial irwestment cost of about $30,000.00 to
revise certain toolings. Mr, Chang estimates that it might take two

months before commercial production could commence. (Chang, Tr. 331).

158, UMAC would countinue to manufacture its own smooth rod gun even if
it becomes licensed to manufacture the model 10! caulking gun.

(Chang, Tr. 421).



159.

160.

©

161.

()

162,

On June 13, 1983, Mr. Chang contacted the president of Mary Proctor
Tables (MPT) Corporation, Baltimore, Maryland. MPT had the essential
machinery to produce a caulking gun and had excess capacity. On June
24, 1983, Mr. Chang visited the factory and found that it was ideal
for making a caulking gun at a competitive price, MPT is an ironing
board manufacturer with a nationwide distribution system. They use
the same raw materials, stampings, fabrications, welding, and painting

processes used in manufacturing caulking guns. (CX 118).

On July 11, 1983, complainant and MPT Corporation signed a letter of
intent setting forth their intent to execute an agreement under which
MPT would produce caulking guns per month for complainant in
Baltimore, Maryland. The amount could be increased by mutual agreement.
The price was per piece and dies would have to be made and ordered
before production could begin. This létter stated that a
formal agreement would be structured within thirty days of the signing of

the letter. (Chang, Tr. 343; CX 131).

For MPT to begin manufacturing the 10l caulking gun, they would have
to hire persons with an additional investment of approximately

to make the new dies and tools. (Seagar, Tr. 353).

Even if Mr. Chang had concluded an arrangement with MPT, he still
wanted an agreement with Collier Industries in order to maintain
the necessary two or three month safety stock of inventory. Collier
would be able to make a very quick delivery of caulking guns and
the capacity to produce over one million guns per year. (Chang, Tr.

409-11).
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164,

165.

166.

167.

The compléinanc's patent attorney, John McClellan, St., contacted
Viking and Vital, two domestic manufacturers of ratchet-Cypé caulking
guns. Neither Viking nor Vital have ever manufactured smooth rod
caulking guns. Mr, Chang's efforts to purchase the assets of these

companies were rejected. (CX 46, 79, 118).

Mr. Chang was contacted by James DeWitt, a corporate financial

adviser, who saw Mr. Chang's advertisment in the Wall Street Journal.

Mr, Chang retained Mr. DeWitt to seek potential licensees., (CX 30,

34, 79, 118).

Neither Roper-Eastern nor M.S. Willett can produce caulking guns for

Newborn at a sufficiently competitive price. (CX 36, 45, 79, 118).

Further negotiations produced no contract between MPT and Newborn.
Beginning in late July, Mr. Seager indicated that several changes
would be required in the original agreement, which would increase
Newborn's obligations. Additionally, MPT is undergoing reorganization
under a Chapter 1l bankruptcy action, and is required to wait six
months to receive the approval of its bankruptcy trustees before it
may invest money in new capital equipment. The combination of the
above factors induced Mr. Chang to seek other potential licensees.

(Chang, Tr. 730-34).

In late August 1983, Mr. Chang was informed that Keystone Friction
Hinge Co., of South Williamsport, Pennsylvania, had most of the equipment
weass 2apacily aecassary ¢ produce cauiking guns for Newborn,

Tne vice-president of Keystone, Edward Hannon, visitecd Chang's



168.

169.

Columbia, Maryland facilities during the first week of September
1983, a_visit that was followed closely by several coamversations
and Mr. Chang's tour of Keystone's plant. During Mr. Chapg's visit
to Pennsylvania, the parties negotiated and signed a contract.

(Chang, Tr. 735-36; Hannon, Tr. 779-81).

Under the Newborn-Keystone agreement, Keystone will purchase the
welding machines, maintain all the equipment, and manufacture the
caulking gun frames. Ne&born will supply the stamping dies to Keystone,
who will deliver five hundred samples to Newborn within thirty days
after receipt of the stamping dies. Upon approval of the samples,
Keysﬁone will deliver to Newborn a minimum of 30,000 frames/month, to
begin thirty days after approval of the samples, and to continue for

a term of seven years. (Chang, Tr. 741-46, 764-65, 788-89; CX 135).

Newborn will purchase the stamping dies for delivery to Keystone, and
the springs, rods, and plunger discs on the open market., At first,
Newborn plans to purchase the grip plates, which constitute 5% of

the overall cost of manufacture, from abroad, until a domestic source
can be developed. Mr., Chang has found a domestic steel company
capablé of producing steel that has the properties sought by Mr,
Chang, and Newborn currently is negotiating with Keystone to produce
the grip plates in addition to the frames, Alternatively, Mr. Chang
also is discussing the production of the grip plates with Lowry Tool
& Die Co., one of the manufacturers with whom Chang placed an order

for the stamping dies. (Chang, Tr. 736-38, 761-62; CX 135).
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. 170. The caulking gun frames will be painted at Industrial Fabricationms,
also of South Williamsport, Pennsylvania. Assembly, final welding of
the rod and disc, packaging, shipping, and marketing will be the
responsibility of Newborn and will take place in Maryland. Mr, Cﬁang
is considering the use of one of three handicapped persons’ organizatiohs
located in Baltimore to assemble the caulking guns, but assembly
easily could be accomplished in Newborn's Columbia, Maryland warehouse,
vicﬁ fifteen-to-thirty days preparation time. (Chang, Tr. 738-41,

766; Bannon, Tr. 791).

171. Keystone has placed orders and advanced approximately . on
©) September 23, 1983 to obtain the welding equipment, according to

the contract. (Hannon, Tr. 780-87; CX 134).

172. Newborn placed orders for stamping dies with Lowry Tool & Die Co.,
(9] and Upstate Tool, Inc., on October 7 and 17, 1983, respectively, and
adv anced to Upstate toward the final purchase price. The
dies are to be delivered by late Decémbet 1983. (Chang, Tr. 741-44;

CcX 138).

173. The welders should be delivered to Keystone by late January 1984.

(Hannon, Tr. 787; CX 134).

174, Raw materials are available from several of Keystone's regular

suppliers. (Hannon, Tr. 787).

175., The springs, rods and plunger discs are to be obtained on the
open market. Mr. Chang currently is negotiating with three

potential sources for the lowest available price. (Chang, Tr. 762).

+



176. The parties anticipate production of the 500 samples by early
February 1984. Commercial production would commence within
thirty days thereafter, during March 1984. (Chang, Tr. 745;

Hannon, Tr. 788-89).

177. Keystone has the capacity to increase production to 2-3 million

caulking guns/year. (Hamnon, Tr. 789-90).

178. Mr. Chang will manufacture the patented caulking guns even if he

is not granted an exclusion order by the Commission. (Chang, Tr. 30S5).

Efficient and Economic Operation

179. Until 1980, Newborn spent $10,000 a year on advertising but found
that the advertising contributed more to infringers sales volume than

to complainant's sales volume. (Chang, Tr. 298-99; CX 1l16).

180. There are sales incentive programs for representatives of Newborn.

(Chang, Tr. 298-99; CX 116).

181. Collier's manufacturing facilities are modern and efficient and on
a par with other domestic caulking gun manufacturers. (SX 46B, pp.

104-05).

182. The complainant previously operated in Korea a stringent quality
control program in manufacturing its caulking guns. The major
concerns in quality control of the 10l caulking gun are: (1) the
friction and release plates; (2) the use of high grade steel;

(3) the punch holes; and (4) pre~treatment process befsre painting.
(Chang, Tr. 445-46). |
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183.

184,

185.

Mary Proctor Tables (MPT) has the machinery requifed to manufacture
caulking guns, except for possibly needing‘welding equipment if the
parties decide to weld rather than rivet the caulking guns. Otherwise,
all the fabricating equipment is already in place, although minor

modifications may be required. (Chang, Tr. 349-50).

MPT‘has 50,000-60,000 square feet of excess capacity in a 100,000
square foot factory, which it needs to utilize in order to defray
overhead costs and to increase its profitability. MPT's excess
capacity includes five high speed 25-200 ton stamping machines and

a modern rotating electrostatic painting lines which will be able

to rotate the caulking guns so that the entire gun can be painted
both inside and out in one step. The Newborn gun is zinc plated and
the zinc-plating facility in the MPT factory is not currently in use.
Zinc plating is an involved process in the United States because
environmental laws require a manufacturer to treat the waste material
coming out of the zinc plating process. MPT already has waste treatment
facilities in its factory, which will help to avoid additional start

up time and costs. (Chang, Tr. 338-40, 348-49).

Keystone Friction Hinge Co. is an efficient, well—organized; “very
congservative organization.” The plant is organized to maximize
efficiency and productivity, and has sufficient equipment and capacity.
Keystone is in good finan;fal standing as a small, closely held
corporation with a liabilities-to—assets ratio of .75 to l. Keystone
was greacer than 50% scockholder equity. (Chang, Tr. 736, 747;

Hannon, Tr. 790-93).



Injury

186, Complainant first noticed the appearance of allegedly infringing
imported caulking guns in the United States market in 1979, and
observed a substantial increase in the number of these caulking

guns beginning in late 1981. (CX 118, p. 21).

187. Between 1976 and 1978, Newborn's sales of caulking guns rose from
approximately $700,000 to $1.2 million. Between 1978 and 1980
Newborn's sales of caulking guns rose from $1.2 million to
$2.5 million. Although Newborn's dollar sales of caulking guns
rose sightly in 1981, they fell to $1.8 million in 1982, (Chang,

Tr. 378-79; CX 72; CX 79, interrog. 10(e)).

188, Newborn's sales of the model 101 caulking gun increased in 1979

and 1980 but began dropping in 1981 as follows:

(C)
Net Dollar Value Sold
Year F.0.B. Shipping Point Units Unit Price
1979
1980
1981 $1.18 ~ §1.28
1982 $1.18 - $1.28

(CX 79, interrog. 10(e)).

189. During the first five months of 1983, Newborn's sales of the model
101 caulking gun dropped below its sales for the same period in 1982

as follows:

(C) Unit Sales Unit Price
First five months of 1982 $1.18 - s1.28
First five months of 1983 $1.27 - $1.35



190.

191.

(©)

192.

()

193,

©

Newborn's sales in 1982 dropped 42.8% as compared to 1981. (CX 66,

67; CX 79, interrog. 10).

Newborn's sales of the model 105 caulking gun rose in 1979, 1980 and
1981, but beganing droppping in 1982 as follows:
Net Dollar Value Sold
Year F.0.B. Shipping Point Units
1979 |
1980
1981
1982
(CX 79, interrog. 10(e)).
During the first five months of 1983, Newborn's sales of the model

105 caulking gun were slightly abowe its sales for the same period
in 1982 as follows:

Unit Sales

First five months of 1982
First five months of 1983

(CX 74).
Newborn's net operating profit has steadily decreased since 1979:

Year Net Profit or (Loss)

1979

1980

1981

1982
Before 1983, Newborn's sales of the model 101 and model 105 caulking
gun accounted for 90% of‘its overall sales, (Chang, Tr. 217; CX 79,

interrog. 12).

™
[
o>



194.

195.

196.
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If the imported copies are not‘excluded, Mr. Chang testifies that

he will still go into production of caulking guns in the United
States but he will probably be unable to stay in business for more
than one year. Copies are being imported from the People's Republic
of China at prices which are only half of the Taiwanese pfices,
which are already 25 to 30% below Newborn's prices. (Chang, Tr.

417"19)n

The decline in Newborn sales coincided exactly with the appearance of

infringing copies on the United States market. (CX 118, p. 25).

Between 1980 and 1982 the following were among the customers who
reduced their purchases of the Newborn model 101 caulking gun:

1980 1981 1982

Category 1

Moore Hanley

Kelly Moore Paints

Emery Waterhouse

American Wholesale Hardware
Artco

Red Devil, Inc.*

Thurman Industries*

84 Lumber¥

Category II

Lowe's Co.
Quinn Products
Ace Hardware

B 26 - pg. 4

Category III

Orchard Supply

Danner, Inc.

Aubuchon

Forrest City Enterprise
California Hardware
Banner Dist.

Fred Meyer Co.

Tri wW. Dist.

Goodman Co.



©

197.

198.

199.
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201,

1980 1981 1982

Category IV
Scotty's

Brockton Distribution
* Unit sales figures were not available, therefore dollar
sales figures have been used.

(Raber, Tr. 50-51, 57, 65; CX 37, 76).

At or about the time the above named customers in category I reduced
their purchases from Newbofn, they began purchasing allegedly infringing
caulking guns. (Raber, Tr. 47-49, 51-52, 59-60, 63, 377, 397-98;

X 37, 76).

At or about the time the above named customers in category Il reduced
their purchases from Newborn they began purchasing allegedly infringing

as well as non-infringing caulking guns. (Raber, Tr. 46-47, 54-55, 65).

It has not been established whether the customers in category III have
purchased allegedly infringing caulking guns in lieu of Newborn's

caulking guns., (Raber, Tr. 50-51, 57-78, 61-62, 81).

At or about the time the abwe named customers in category IV reduced
their purchased from Newborn, they began purchasing non-infringing caulking

guns. (Raber, Tr. 57-58, 61)a

Allegedly infringing imported caulking guns have been offered for sale
at prices below Newborn's list price. Mr. Fought testified that
imported smooth rod caulking guns are generally prices 10-30X below
Mashem= mmd damecr{ically oroduced zaulking guns. Mz, Chang testified
that in 1982 infringing imports were selling at 20-25% below Newborn's
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*)e S, (\-r. (o3

~eo
y

Y " o2 ) P
nOLLlE, . ol DI 4QA, DT, Ei-82).



202.

(©

203.

204.

205.

206.

Buseong Industrials Co., Ltd. has approximately of the United States
market for smooth rod caulking guns. They sell to

,» and Macklanburg-Duncan Co. and have the
capacity to produce l.4 million pieces per year.

1981 1982 1983

Guns exported to United States
Unit Price

(CX 111: items 6, 74, 8B, 8C, 8D, 11, 20).

Various Newborn customers who purchased caulking guns from Newborn
through Gray while he represented Newborn, ceased purchasing Newborn
caulking guns at or about the time Gray started to sell Azco's

infringing guns. (CX 77).

Newborn's greatest competition for Ehe patented 101 model comes from
the exact copies of the Newborn caulking gun. Newborn's model 101

does not compete directly against the short-handled caulking gun
because they are of different qualities and preferred by customers

with different needs. Copiles of the Newborn caulking gun are preferred
by customers who want the Newborn style and product without paying

the price for the Newborn caulking gun. (Raber, Tr. 135-36).

The high percentage of non~Newborn defective returns alerted Newborn
that more people than Newborn suspected were buying infringing

caulking guns rather than Newborn's caulking gun. (CX 116, p. 8).

Newborn lost sales to American Wholesale Hardware, Abco Distributors,
Knox Distributors, Handyman, Angels, Kelly Moore and others because
rhoaa mramnaniae hanahr Olwymniz ~auling guns. (Rabe:, Tr. 1.06.

118-20).

- -



207.

208.

209.

210,

Due to competition from the Olympia caulking guns, Newborn sales in
Lalifornia have decreased from approximately $25-30,000 per month in
1981 to $10-12,000 per month in the beginning of 1983. (Raber, Tr.

pp. 107-8, 118-20).

Newborn no longer sells its caulking guns to Macklanburg-Duncan and
Lowe's because these stores are offering Newborn copies to their
customers. Macklanburg—-Duncan was offering very low prepaid price
programs with which Newborn could not compete. In addition to the
midwest market where Macklanburg-Duncan is located, Newborn's sales
in the New England area, also supplied by Macklanburg-Duncaa, have
suffered due to the low cost pricing. (Raber, Tr. 106-08, 118-22; &X

116, p. 6).

In 1982, Newborn offered its 1/10th gallon caulking gun to wholesale
distributors at $1.18-§1.28 per gun for one gross. The following
distributors purchased allegedly infringing 1/10th gallon caulking
guns at prices substantially below tﬁe prices offered by Newborn for

the 1/10th gallon caulking gun:

Distributor Purchase Price
Art-Co $ .77
Azco 1,17
Macklanburg-Duncan .88-.98

(CX 14, 32, 97, 106).

Because of the infringing caulking guns coming in at extremely low
prices, Newborn had to roll back its prices in the fall of 1982 to
ics 1980 prices. Newborn has also cut its prices sharply to meet

specific instances of price reduction to its customers. In addition

oy
Y



211.

212.

213,

to price rollbacks, Newborn developed sales incentive programs to

remain competitive.

free caulking guns with certain purchase amounts.,

Newborn paid extra commissions and gave away

(R.Bber, Trl 104,

118~20); CX 75; CX 116, p. 4; CX 118, p. 26).

Various foreign firms that are not presently exporting caulking

guns to the United States, have indicated that they possess the

capability and desire to manufacture and export allegedly infringing

caulking guns to the United States.

Manufacturers that have sent Newborn unsolicited offers to purchase

allegedly infringing guns are:

Company
Thumb Enterprise
Seven Rings

Winmax

Viva Intermational
Fuerza Intermnational
C&B Bros. Co.

D&W Ind. Co.

Chil Sung Ind. Co.
Kukje Corp.
Buseong Ind. Co.
Azco

Olympia

Artco

DMZ Offshore
Minking Enterprise
Taiwan Seven Rings
Oso Blanco Mfg.

(Cx 2-14, 16, 20, 48, 51, 53).

(Chang, Tr. 479, 482-84, 491;

Quotation
$.69/20,280 pileces
$.69/42,336 pieces or

$.75/5,000 pieces
$.70/piece
$.74/plece

$.74/plece
$.55/piece
$1.02/5,000 pieces

$.95/38,000 pieces
$1.17/144 pieces
$.99

$069

$.57-.59

$.65

$.54

As of October 25, 1983, Newborn's sales of the patented caulking

gun were down 502 from July 1983,

Iz July 1983, complainant sold

approximately 100,000 guns/month; in October 1983, sales were

approximately 50,000-70,000 guns/month.

(Chang, Tr. 746, 753-54).



214,

215.

216.

217.

218,

219.

220.

lalalhi

Complainant's imventory of model 10l caulking guns was about 500,000

pieces as of October 25, 1983, (Chang, Tr. 753).

The complainant's market share for smooth rod caulking guns is as
follows: 1979 - 10%; 1980 - 30-40%; 1981 - 40-50%; 1983 - 15-25%.

(Chang, Tr. 295; CX 118, p. 23).

The market share for ratchet guns has decreased from 90% in 1976 to

25% in 1983. (Chang, Tr. 382).

The 1983 market is divided as follows: ratchet guns, 50%; Newborn
smooth rod guns, 25%; econo-type smooth rod guns, 5%; UMAC smooth

rod guns, 7-8%; infringing and non-infringing imports, 12-13%.

(Chang, Tr. 383).

The California market in 1981 was divided as follows: Newborn
smooth rod guns, 75%; UMAC and Viking ratchet gums, 25%. Currently
the California market is divided as follows: Commander (Great
American), 60-70%; Olympia, 10%; Newborn and domestic caulking

gun manufacturers, 20-30%. (CX 92, pp. 62-71).

The California market for smooth rod guns consists of: Commander
(Great American), 40%; Newborn, 20%; Olympia, 20%; others 20%.

(CX 92, pp. 123=24),

Newborn has not lost sales to domestic smooth rod manufacturers

since 1979, (Chang, Tr. 271).

NMartharn hag never lost 2z sale =2 Viszal or Viking. (Cha Tr. 2733,
= b



222. Newborn introduced in May 1983 its own econo-type smooth rod caulking
gun and its own ratchet gun, which are imported from Taiwan, to
compete with the imported infringing smooth rod caulking guns,
Newborn's econo-smooth rod gun sells for $.84;‘the ratchet gun sells
for $.95; compared to the model 10l smooth rod sale price of $1.18.

(Chang, Tr. 274-77; Raber, Tr. 28-29, 91; SPX 4).

223. Thé housing recession does not impact upon sales of Newborn's model 101
smooth rod caulking guns; because the smooth rod gun primarily is used
by the "do-it-yourselfer.” The housing recession has the most impact
upon the model 105, quart-sized gun because it is used by the pro-

fesgional contractor. (Raber, Tr. 41-42).

iha. Three Korean manufacturers of Newborn-type smooth rod guns are:

Cheisong, Pusong, and Yeong Ching. (Chang, Tr. 455).

225. Handy Dan purchased the subject guns from Collins Co., New York,

New York; Great American Marketing; and Donald Gray. (CX 107).

226. Sav-on-Drugs purchased the subject guns from Mission Sales, a

wholesaler who purchased the guns from Azco. (CX 92, p. 45; CX 108).

227. Artco purchased smooth rod caulking guns from Newborn between 1979
and 1981, from Sharon Products, Flerida in 1982, and from Sharon
Products and Whiz Products in 1983 at prices from $.89-1,.54/gun.

(CX 106).

228, Ho Sheng Metal Factory Co., Ltd., P.O. Box 21-89, Taichung, Taiwan
marmisfanrnrac and avnnarte U madels of ‘,nf:inging Caulking guns:

HS-71A, HS-71B, HS-77. (CX 11C, Exnibit 58},

PO



CONCLUSIONS OF LAW

l. The Commission has jurisdiction over the allegations involved in

this imvestigation. 19 U.S.C. §1337.

2. The Commission lacks in personam and subject matter jurisdiction

over respondent Chil Sung Industrial Co. (See supra, p. ll).

3. The Commission lacks subject matter juridiction over respondents
C&B Brothers Co., Ltd., D&W Industrial Co., Ltd., Fuerza International
Co., Ltd., Taiwan Seven Rings Industrial Co., Ltd., Thumb Enterprises Co.,

Ltd., Viva International Corp., and Wimmax, Inc. (See supra, pp. 52-53).
4, U.S. Letters Patent No. 4,081,112 is valid. 35 U.S.C. §282.

5. The caulking guns manufactured or imported and sold by respondents
Azco, Inc., Donald Gray, Gray Marketing Group, Ltd., Lowe's Co., Inec.,
Buseong Industrial Co., Ltd., Kukje Corp., and other non-respondents infringe

the claims of U.S. Letters Patent No. 4,081,112. (See supra, pp. 37-39).

6. The caulking guns manufactured but currently not exported to the
United States by respondents C&B Brothers Co,, Ltd,, D&W Industrial Co.,
Ltd., Taiwan Seven Rings Industrial Co., Ltd., and Viva International Corp.
infringe the claims of U.S. Letters Patent No. 4,081,112. (See supra,

pp. 37-39).

7. Patent infringement is an unfair act or method of competition

under 19 U.S.C. §1337(a). In re Von Clemm, 108 U.S.P.Q. 371 (C.C.P.A. 1955).

8. Respondents Azco, Inc., Donald Gray, and Gray Marketing Group, Ltd.
have not passed off their caulking guns as those of the complainant. (See

suprz, pp. 40=42).

(42



9. Passing off 1s an unfair act or method of competition under 19 U.S.C.

§1337(a). Certain Airtight Cast-Iron Stoves, supra.

10. No respondents have engaged in conduct constituting a violation of
the Lanham Act §43(a), 35 U.S.C. §1125(a), by reason of false designation
of origin, false advertising, or false designation of source. (See supra,
pp. 43-51).
l11. False designation of origin or source under the Lanham Act §43(a), 35
U.S.C. §1125(a), is an unfair act or method of competition under 19 U.S.C. §1337(

Certain Miniature, Battery-Operated, All-Terrain Wheeled Vehicles, supra.

12. The complainant is ready to commence production in the United States of
the subject caulking guns, and as such comstitutes an "embryo industry,” which is
prevented from being established by the unlawful importation and sale of infringi

caulking guns. Certain Ultra-Microtome Freezing Attachments, supra. (See supra,

pp. 54-61).
13. An "embryo industry”, not yet established, cannot be efficiently and

economically operated. Certain Ultra-Microtome Freezing Attachments, supra.

(See supra, pp. 54-61).

14. There exists a tendency to substantially injure the "embryo industry”.
(See supra, pp. 65-68).

15. The complainant has made a prima facie showing of violation of 19 U.S.C.
§1337(a) with respect to respondents Azco Inc., Donald Gray, Gray Marketing Gréup
Ltd., Lowe's Co., Inc., Buseong Industrial Co., Ltd., and Kukje Corp. 19 U.S.C.
§1337(a).

. 16. Respondents Q&B Brothers Co., Ltd., Chil Sung Industrial Co., Ltd.,
D & W Industrial Co., Ltd., Fuerza International Co., Ltd., Taiwan Seven Rings
Industrial Co., Ltd., Thumb Enterprise Co.. Ltd.. Viva Internatinspal. Carn.. ==2

Winmax, Inc. are not in violation of 19 U.S.C. §1337(a).



INITIAL DETERMINATION AND ORDER

- Based on the foregoing findings of fact, conclusions of law, the
opinion and the record as a whole, and having considered all the pleadings
and arguments presented orally and in briefs, as well as proposed findings
of fact and conclusions of law, it is the Presiding Officer's INITIAL
DETERMINATION that the Commission determine that there is a violationm of
Section 337 in the unauthorized_importation and sale in the United States of

America of the accused caulking guns,

The Presiding Officer hereby CERTIFIES to the Commission the Imnitial
Determination, together with the record of the hearing in this imvestigation

consisting of the following:

l. The transcript of the hearing, with appropriate corrections as may

hereafter be ordered by the Presiding Officer; and further,

2. The Exhibits accepted into evidence in the course of the hearing,

as listed in the Appendix attached heretoc.

The pleadings of the parties are not certified, since they are already
in the Commission's possession in accordance with Commission Rules of Practice

and Procedure.
Further, it is ORDERED that:

1. 1In accordance with Rule 210.44(b), all material heretofore marked
-u LaweI& O reasons oI pusiness, rinancial, and marketing data found by

the Presiding Officer to be cognizable as confidential business information

-



under Rule 201.6(a) is to be given five year in camera treatment from the

date this investigation is terminated; and further

2. The Secretary shall serve a copy of the public version of this
Initial Determination upon all parties of record and the confidential
version upon all counsel of record who are signatories to the protective

order issued by the Presiding Officer in this imvestigation; and further

3. Motions 139-16 and 139-17 are granted to the extent described herein.

s e

Judge Donald K. Duvall
Presiding Officer

Issued: November 25, 1983.






APPENDIX

EXHIBIT LIST

Cx-1. U.S. Patent No. 4,081,112

Cx-2. Solicitation letter of Thumb Enterpriées Company,’
Limited ‘

CX-3. Quotaﬁion of Thumb Enterprises Company, Limited

CX-4. Quotation of Taiwan Seven Rings Industrial Company
Limited

CX-5. Invoice of Winmax, Incorporated

CX-6. Solicitation letter of Viva International Corporation

Cx-7. Brochure of Fuerza International Company, Limited

CX-8. Solicitatién of C & B Brothers Company, Limited

CX~-9. Offer sheet of D & W Industrial Company, Limited

Cx-1l0. Solicitation letter of Chil Sung Industries
Company with offer sheet

CX-11. Brochure of Kukje Corporation

Cx-12. Advertisement of Buseong Industrial Company, Limited

CX-13. Brochure of Azco and G.M.G., Limited

CX-14. Brochure of Olympia/LA

CX~15. Leﬁter from manufacturer's representative to Coﬁ-
plainant with attached Olympia/LA brochure

CX=-16. Brochure of Olympia/LA

€X~-17. Advertisement of Artco

CX-18. Letter of manufacturer's representative to

Complainant with memorandum and price list
from The Mega Group, Incorporated

CX-19. Memorandum from manufacturer's representative to
Complainant concerning DMZ Offshore Services



CX"ZO .

CX"Zl .

Cx-z 2 .

cx-23.
cx-24.
cx-25.
Ccx-26.
CXx-27.
cx-28.
cx-29.

CX-30.

Cx-3 1 .

CX-32.
CX"3 3 .

CX’B 4 .

CX=-35.
CX-36.
Cx-37.
CX-38.

CX-35.

.CI

'c-

Icﬂ

Brochure of DMZ Offshore Services

Memorandum of manufacturer's representative to Com-
plainant concerning Handy Dan

Letter from manufcturer's representative to
Complainant concerning Handy Dan and Great
American Marketing

Portions of Lowe's Company, Incorporated catalogue
Complainant's sales brochure

Brochure of Complainant

"ad Slick" of Complainant

Claim Chart

Complainant's first advertisement

Advertisement in wWall Street Journal of December
29, 1982

Letter from James T. DeWitt to Peter Chang of
December 29, 1982

Brochure of the Minority Business Development
Center

Complainant's price lists

Complainant's current price list

Correspondence concerning response to
Wall Street Journal Ad

Newborn Distributor price list
Letter from Chang to Willett
Lost sales projection list
File Wrapper - '112 Patent

U.S. Patent No. 1,886,166



CX-40.
cx-41.
cx-42.
cx-43.
Ccx-44.
cx-45.
Cx-46.
cx-47.
Cx-48.
cx-49.
cx-50.
cx-51.
cx-52.
cx-53.
CX-54.
Ccx-55.
CX-56.
CX-57.
cx-58.
JTHDRRE oy g g,
Cx-60.

CX-G 1 .

I THDRARK oy 6o

Cx-s 3 .

ﬂcl
lcl
lcl

lc-

Ic'.

-c'

lc.

-c.

U.S. Patent No. 2,530,359

U.S. Patent No. 2,561,825

U.S. Patent No. 4,009,804

Australian Patent specification 3,267/58

Revon Engineering Study

Letters and notes concerning Roper Eastern
Letters and notes concerning éiking and Vvital
Notes concerning component imports

Quotation from Minking Enterprise Co., Ltd.

Ad of Butter Co.

Red Devil Advertisement

Taiwan Seven Rings Industrial Co., Ltd. quotation
Letter from Emery-Waterliouse to Newborn
Quotation from Oso Blanco Hfé; Corp.

Telex from Wakeham to Chang

Note from Wittman to Raber

Telex to Newborn

Letter to Pim from Chang

Letter to Fo&ght from Chang . ' o

Affidavit of Bruce Cohen

«
R

Report of Mrs. Miller”

Affidavit "A" of Joint Motion to Dismiss
Respondent DMZ Offshore Services

Joint motion to Dismiss Great American, Inc,
(RULED INADMISSIBLE]

Newborn promotional brochures



CX-64.
CX-6S5.
CX-66.
CX-67.
CX-68.
CX-69.
CX-70.
Cx-71.
cx-72.
Cx-73.
CX-74.
CX-75.
Cx-76.
CX-77.
CX~-78.
CX-79.
CX-80.
CX-81.
Cx-82.
CX-83.
CX-84.

CX-S 5 .

Cx-s 6 .

CX-87 .

“ce
.cr
.ce
.cr
.ce
.ce

.cl
'Cl
Ic.
.c.
'C.
Ic.
lc.

.c.

IC.

.c.

Newborn defective return sheets

Raber notes

Newborn Financial Statements 1982

Newborn Financial Statements 1981
Newbo;n Financial Statements.~- 1980
Newbotn Financial Statements - 1979
Newborn price rollback flyer

Letter from Gumm to Best

Newborn Financial Information

Newborn 1983 sales information
Newborn sales comparison, 1982 to 1983
List of direct price reductions

List of direct lost sales

List of direct lost sales caused by Gray

First Set of CIA Interrogatories to Chang

Response of Chang to Pirst Set of Interrogatories

| Second Set of CIA Interrogatories to Chang

Response of Chang to Second Set of Interrogatories
Letter to U.S. Customs Service from Newborn .
U.S. Customs Service Reports

Letter from Korea Trade Center to Dinan

Revon Products U.S.A., Inc. Articles of
Incorporation

Newborn Articles cf'Incorporation

Deposition of Clark Harris



1

Cx-88.
cx-89.
CX-90.
Cx-91.
Cx-92.
CX-93.

CX-94.
CX-95.

Cx-96 *
CX-97 .

cx-ga.

) CX"Q 9 .

CX-100.
CX-101.
CX-102.
CX-103.

CX~-104.

CX-105.
CX-106.

.c.

Deposition of Ted Hanson
Deposition of John Wakham
Deposition of Ardashir Zakar

AZCO invoices and sales quotations
Deposition of Donald Gray

Interrogatories of Complainant to domestic
Respondents

Interrogatories from CIA to foreign Respondents
Interrogatories from CIA to domestic Respondents

Interrogatory response of Macklanburg-Duncan to
CIA Interrogatories

Interrogatory response of Macklanburg-Duncan to
Complainant's Interrogatories

Macklanburg-Duncan Memo

Memo from Bowlware to O'Hare (Macklanburg-Duncan)
Macklanburg~Duncan specification
Macklanburg~Duncan Invoices

Additional Macklanburg-Duncan Invoices .
Macklanburg-Duncan correspondence concerning
Imports '

Memo from Wells to Willis withdrawing (Macklan-,
burg-Duncan)

Rubbell memo (Macklanburg-Duncan)

Interrogatory answers of Art-Co Distributors



CX-107.

CX-108.
CX-109.
CX-110.
cX-111,
Cx-112.

Cx-113,
Cx-114,
cx-115.
Cx-116.
cx-117.
cx-118.
Cx-119.
Cx-120.
cx-121.
cx-122.

.cﬂ

Ic-
lc.

Ic.

-C.

CX-123-128

CX-129

CX-130

CX-131

RCI

Interrogatory answers
Improvement Centers

Interrogatory answers
Interrogatory answers
Interrogatory answers
Interrogatory answers

Interrogatory answers
Industrial Co.

Interrogatory answers
Interrogatory answers
Interrogatory answers
Witness
Witness
Witness
Letters
Newborn

Customs

of

of
of
of
of
of

of
of
of

Handy Dan Home

Sav-On-Drugs

Donald E. Gray

AZCO, Inc.

Buseong Industrial Co.

Taiwan Seven Rings

Winmax, Inc.

Fuerza International Co.

Thumb Enterprise Co.

Statement of Robert E. Raber
Statement of Francis B, Miller
Statement of Peter J. Chang
from McClellan to Chang
FPinancial Statement-4/30/83

Letter re: patent

Adduci Letter to Fought re: Newborn offer

to Collie:

Rebuttal Exhibits

[WITHDRAWN]

Chang Caulking Gun Patent 4,204,616
(ADMITTED FOR LIMITED PURPOSE]

Pages from Perennator Bauchemi

Catalog/Brochure

MPT Intent letter



CX-132 =C*

CX-133

CX~-134

CX-135

CX-136

CX-137
CX-138
CX-139

Hc"

Sales and Inventory Impact Analysis

Resume of John F. Witherspoon

Purchase orders nos. 2941 and 2942 for
special welders.

Agreement between Keystone Friction Hinge
Company”anﬁ Newborn Brothers & Co., Inc.,
September. 15, 1983.

Letters of November 26, 1979 and August 2,

1983 from Alphil Spot Welder Manufacturing

Corp. to Newborn Brothers & Co., Inc., with
attached drawings and specifications

Keystone Friction Hinge Co. Brochure
Purchase orders for caulking gun dies
Letter of October 20, 1983 from The League

for the Handicapped, Inc., to Newborn’
Brothers & Co., Inc. with brochure






Exhibit Nos.

Complainant's Physical Exhibit List

CpPX-1

CPX-2

CpPXx-3

CPX-4

CPX-5

CPX-6
CPX-7

CPX-8

CcpPXx-9

CPX~-10

CPxX-11

CPX-12

CPX-13

CPX-14

1/10 gallon smooth
rod caulking gqun

Description

Newborn caulking gun
marked: U.S. patent
4,081,112 - Canadian
patent 1049464 - Made in .

‘Korea

Olympia caulking gun -
unmarked

Olympia caulking gun with
Angels price sticker

Cashway price sticker

Olympia All American Home
Center price sticker

True-Value price sticker
Made in Taiwan sticker

Olympia caulking gun -
Made in Taiwan s;icker

Olympia caulking gun
with price sticker

Ace Price pricé sticker

Reardon Briggs price
sticker - E

No markings. or stickers
Macklanburg-Duncan Co.
caulking gun, marked
Oklahoma City, OK. - Made
in Korea

Unmarked caulking gqun



CPX-15 1 quart smooth rod Sticker "Harbor Sales

. caulking gun Company" with address and
phone No.
CpPXx-16 " " " Newborn caulking gqun,

marked U.S. Patent

4081112 - Canadian Pat.
1049464 - Made in Rorea
Sticker on inside: "im-

e portant®, then giving
S instructions
CrX-17 - " b Macklanburg-Duncan Co.

caulking gun, marked
Oklahoma City, OK. - Made
in Rorea. "Instructions"
sticker inside

CPX~18 (N) . " - Olympia caulking gun with
2 Angels price stickers

c?x-ts . v " - Gun submitted by Great
American Marketing in
answer to lnterrogatories

CPXx-20 - - " Gun submitted by Sav-On-
Drugs in answer to inter-
rogatories

Rebuttal Physical Exhibits

CPX-21 Yellow Ratchet-ﬁype caulking gun stamped
"Macklanburg-Duncan”, with Beachview Lumber
price sticker

CPX-22-30 [WITHDRAWN]

CPX-31 Cox -Gun
The rebuttal exhibits as a group, both written and physical,

combine to rebut the investigative attorney's exhibits SX-29A-F;

SX-29AA; SX-30; SX-31; SX-32; SX-35; SX-36; SX-36A; SX~-37; SX~-38;
SX-39; SX~-40; SX-41; SX~-42; SX-43; SX-44; SX-49; and SX-50.



UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436
Before Donald K. Duvall
Chief Administrative Law Judge

In the Matter of

CERTAIN CAULKING GUNS Investigation No. 337-TA-139

s s N s

FINAL REVISED LIST OF COﬁﬂlSSION INVESTIGATIVE STAFF EXHIBITS

Doqumentarg Exhibits
SX 1 List of Staff Exhibits

SX 18 Cross-reference List to Deposition Exhibits -

(C) sXx 2 Newborn Brothers Co., Inc. Financial Statements,
Operating Statement and Balance Sheet for year ending
December 31, 1982

(C) sx 3 Newborn Brothers Co., Inc. Operating Statement
and Balance Sheet for year ending December 31, 1981

(C) sX & Newborn Brothers Co., Inc. Operating Statement
and Balance Sheet for year ending December 31, 1980.

(C) sx s Message Produced by Complainant, Re: Majestic
Tool, stamped June 28, 1982

(C) sx 6 Memo Produced by Complainant, Re: UMAC, dated
March 30, 1982

(C) SX 7  Memo Produced by Complainant, Re: Contech, Inc.,
dated January 1979 ‘

(C) sSX 8 Memo Produced by Complainant, Re: OQur Own
;uarduare Cae, dated'aﬁpil 29,1982

(C) sx 9  Memo Produced by Complainant, Re: Tri-W
Distributors, dated January 18, 1983 A

(C) sxX 10 Message Produced by Complainant, Re. Nuway,
dated November 12, 1982

{C) SX 11 Memo Produced by Complainant, stamped April §,
1982

(C) SX 12 Memo Produced by Complainant, dated January 27,
1982



Withdrawn

2

SX 13 Advertisement of Great American Marketing, Inc.
picturing "Commander" Caulking Gun

SX 14 UMAC Caulking Gun Price Sheet

SX 15 Letter, Peter J. Chang to R.J. Irie, Hardware
Wholesalers, Inc. dated January 29, 1982

SX 16 Letter Produced by Macklanburg-Duncan Co., Foreign
Trade & Development Corp. to Macklanburg-Duncan Co., dated
April 13, 1981

SX 17 Documents. Produced by Macklanburg-Duncan Co. showing
markings on caulking gun, dated Februrary 2, 1982

SX 18  Memo Produced by Macklanburg-Duncan Co., Wells to
Willis, dated May 4, 1982

SX 19 Petition of Collier Industries, Inc. for a Change in.
the Generalized System of .Preferences (GSP) with Respect to
Caulking Guns Imported from South Korea and Taiwan, dated
April 21, 1981

SX 20 Submission of Collier Industries, Inec. to the GSP
Subcommittee, dated May 19, 1981

sX 21 Submission of Collier Industries, Inc. to the GSP
Subcommittee, dated August 24, 1981

SX 22  Submission of Newborn Brothers to GSP Subcommittee,
dated July 3, 1981 ‘

SX 23 Submission of Revon Products, Inc. to GSP
Subcommittee, dated August 14, 1981
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151 ABSTRACT

An improved caulking gun providing greater trigger-
Jeverage and more nearly parallel trigger swing
through location of the trigger pivot above the plunger
shaft, a provision also providing maximum wear-point.
access and oiling reminder, and simplifying fabrication
and assembly together with a free-insert drive-grip
spring, & self-pivoting reiease grip retained together
with the counter-spring on the plunger shaft; subassem-
bly requires only three welds for part securance and
fina! assembly securance requires only one rivet and one
upset-sttachment.

$ Qlaims, 3 Drawing Figures
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1

CAULKING GUN

This invention relates generally to tools and specifi-
cally to manually powered caulking guns.

Principal objects of the invention are to provide an
improved caulking gun which is at the same time more
effective in use, more durable and conducive to good
maintenance, and more economical to fabricate and
assemble than previous articles of the kind.

In the prior art various caulking guns have beea de-
scribed, as for example in the following U.S. Pat. Nos.:

1,986,166 to F. K. Schneider, Jan. 1, 1935

2,530,359 to W. P. Peterson, Nov. 14, 1950

2,561,825 to W. A. Sherbondy, July 24, 1951

Schneider discloses 8 caulking gun with outboard
rearwardly mounted plunger release and forward trig-
ger pivoted below the plunger shaft drive grip.

Peterson discloses a caulking gun with forward trig-
ger pivoted below the plunger shaft drive grip and
forward release.

Sherbondy discloses a caulking gun with forward
trigger pivoted below the plunger shaft drive grip and
plunger shaft release having 2 substantially horizontal
control lever above the plunger shaft.

However neither these nor any other caulking guns
are believed to provide the advantages of the present
invention sccording to the above objects.

In brief summary of the invention given for cursive

"description only and not as limitation, the invention
includes in a caulking gun the features of trigger pivot
and trigger-to-drive grip engagement above a plunger
shafl, and s minimum of parts and fabrication including
final assembly securance involving only one rivet and
one upset-attachment.

The above and other objects and advantages will
become more readily apparent on examination of the
following description, including the drawings, in which
like reference numerals refer to like parts:

FIG. 1 is an isometric view, and

FIGS. 2 and 3 are side elevational views in section,
showing successive operating positions.

FIG. 1 shows external features of the invention 10,
which include a pistol-type handle 16 having a gener-
ally rectanguiar cross-section open st the top and bot-
tom, with connection at the forward end to conven-
tional structure including a butt cup 18 having a for-
wardly extending bemi-cylinder 20 terminating in &
yoke 22. A plunger shank or plunger shaft 24 of circular
cross-section passes horizontally through the upper
portion of the handie and has at the rear end & substan-
tially right-angle bend 26 and at the forward end a
thrust disk 28 for urging caulking compound from a
conventional cylindrical container (not shown) held
between the butt cup and the yoke.

A trigger 30 forward of the handle has pivota! con-
nection inside the handle above the plunger shank at 2
rivet 32 passing transversely through the handle
Clearly visible inside the handle at the top opening is
the upper end of the trigger above the pivo, a first grip
or plunger drive grip 34 in operational contact witl; the
trigger at the rear and with a first spring 36. which isa
compression spring resiliently wedged between the
forward wall of the housing and the plunger drive-grip
above the plunger shaft, the free length of the spring
being greater than the spacing between these generally
paralie] elements.

An aperture 38 in the rear wall of the handle below
the plunger shank loosely passes a3 manual-operation

2
release 40 portion of & plunger pressure retainer grip
located inside the handle with all other mechanism
except the protruding ends of the trigger, release por-
tion and plunger.

FIG. 2 shows the relation of the interior parts of the
mechanism before the trigger is depressed in a feeding
cycle to expel caulking compound from a typical caulk-
ing container C (phantom lina).,

A second compression spring 42 coaxially on the
plunger shaft urges the rearwardly concave second grip
44 which surrounds the plunger shaft into contact with
the rear wall of the handle and urges the trigger 30
forward to rest against the butt cup. The mgger has an
aperture 4§ pmng the plunger shaft through it.

The first grip 34 surrounds the plunger shaft and has
an upwardly extending portion which is the portion
actuated at the top of the handle by the trigger. The
grips cramp the plunger shaft in conventional manner,
but oppositely, when canted relative to it, and respec-

20 tively release it when perpendicular to it, the first under
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urging of the first spring and the second when manually

. actuated by the release portion.

FIG. 3 shows the first grip cramped on and advanc-
ing the plunger shaft under thrust of the trigger against
the arm provided by the upward extension of the grip,
compressing first spring 36 which has s compressed
length proportioned to stop the stroke when fully com-
pressed and which extends to release the cramping and
return the grip and trigger to the position of the previ-
ous Figure. It will be appreciated that the second spring
42 also urges the trigger to the initial stroke position.

Several advantageous features will be apparent.
There are only six moving parts, two ideatical springs,
two grips made from perforate flat plate, a trigger and
& plunger. The great effective length of the trigger
achieved by perforating it to pass the plunger and pivot-
ing it high in the handie gives great mechanical advan-
tage and & longer-radius, making the squeezing action
required to advance the plunger more nearly parallel
action. The high-load portion of the mechanism which
should be kept lubricated for easy operation and longest
wear is at the operative contact of the trigger with the
first grip, and this is highly visible and readily accessible
for inspection and oiling.

The plunger pressure release mechanism is freely
pivoted about the plunger shaft and requires no adjust-
ment or other attachment, being retained lateraily be-
tween the side walls and bearing on the rear wall of the
housing. The springs prevent the mechanism from rat-
tling and the handle guards it from damage. :

It is evident also that sub-assembly requires only
three welds: yoke and butt cap to hemi-cylinder, and
handle to butt cup, and one bend in the plunger shank.

Final assembly is also impressively simple, requiring
only inserting the plunger shank through the hole in the
handle, the second grip, the second spring, the trigger,
the first grip, the butt cup and the thrust disk, then
upsetting the end of the plunger shank to retain the
thrust disk, and finally inserting the first spring, which
as noted is simply held by friction.

This invention is not to be construed as limited to the
particular forms disclosed herein, since these are to be
regarded as illustrative rather than restrictive. It is,
therefore, to be understood that the invention may be
practiced within the scope of the claims otherwise than
as specifically described.

What is claimed mddaxredtobelecuredbyl)mtad
States letters patent is:
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1. In & caulking gun having a frame, a plunger inciud-
ing 8 piunger shaft for forwardly urging caulking mate-
rial, plunger driving means including: a handle, s trig-
ger pivoted to the handle, s first grip and first spring,
the first grip biased by the first spring and operable
through the trigger for advancing the plunger, plunger-
pressure retaining meaas including a second grip and

second spring, the second grip bissed by the second .

spring and having a portion operable for releasing
plunger pressure, and the plunger having means thereon
for manually retracting the plunger, the improvement
comprising: the first grip encircling within the handle
the plunger shaft and protruding upwardly beyond the
plunger shaft to a location proximate the upper portioa
of the frame, the trigger extending upwardly in the
handle to a trigger pivot located above the plunger
shaft, & portion of the trigger above the pivot opera-
tively contacting said first grip upward protrusion, said
first spring oppositely bissting said trigger operative
engagement, the handle having a forward wall, the first
spring being & compression spring, and mesans for fric-
tionally retaining the first spring in the spacing between

45
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4
the forward wall and the first gup, above the plunger
shaft.

2. In a caulking gun as recited in claim 1, the handle
having a rear wall with an opening therein, the second
grip within the handle and encircling the plunger with
said operable portion projecting through the opening
and a rearwardly concave portion of the second grip
extending upwardly to free contact with the rear wall
interior, the second spring being on the plunger shaft
and urging apart said trigger and second grip.

3. In a caulking gun as recited in claim 2, and means
for stopping said trigger advancing of the pluager com-
prising said first spring having a length whea fully com-
pressed proportioned for stopping advance of said trig-

ges.
4. In a caulking gun s recited in claim 1, the handle

‘having an open top and said operative coatacting of the

trigger portion with the first grip being proximate to the

open top.

8. In a caulking gun as recited in claim 1, the means
for frictionally retaining the first spring in the spacing
between the forward wall and the first grip comprising
the&eelengtboftbeﬁmapnn;baummu
spacing.






