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Background

On August 27, 1984, the Commission voted to institute the above-captioned
investigation to determine whether there is a violation of section 337(a) in
the unlawful importation of certain floppy disk drives and components thereof,
or in their sale, by reason of alleged (l) breach of fiduciary duty and
conspiracy to breach fiduciary duty; (2) misappropriation of trade secrets and
proprietaiy information; (3) industrial espionage and sabotage of equipment
and property; (4) fraud, conspiracy to defraud, and constructive fraud, (5)
breach of contract, tortious breach of implied covenant of good faith and fair
dealing, and interference with contract and prospective advantage; and (6)
theft of property and conversion, the effect or tendency of which is to
destroy or substantially injure an efficiently and economically operated
domestic industry and/or to prevent the establishment of an industry in the

United States.



2

The complainant is Tandon Corporation (Tandon) of Chatsworth,

California. The respondents are the Lucky Gold-Star Group, Gold Star
Tele—-Electric Co., Ltd. (GST), Gold Star Co., Ltd., Lucky-Goldstar
International Corp. (LGIC), Lucky—-Goldstar International (Pacific), Inc.,
Lucky—-Coldstar International. Inc. (America), Format Corporation (Format),
Felix Markhovsky, Herbert Berger, G. Edward Wilka, Jay J. Ahn, and Mikhail
Anisimov. KRespondents Berger, Wilka, and Ahn were terminated February 5,
1985, based upon consent orders and settlement agreements.

On January 7, 198%, respondents LGIC, Lucky-Goldstar International, Inc.
(America), Gold Star Co., Ltd., Lucky—-Goldstar International (Pacific) Inc.,
Lucky—Goldstar Group, GST, Format, Anisimov, and Markhovsky filed motions for
summary determination. (Motion Nos. 203-33 through -39). Some of the
respondents requested that attorney's fees be awarded to them. Complainant
Tandon filed responses in opposition to respondents' motions. The IA filed a
response in partial support of and in partial opposition to the motions and a
cross motion for termination. (Motion No. 203—46). The motions were opposed
by Tandon.

On April 26, 1985, the ALJ issued an ID granting respondents' motions for
summary determination based on the lack of a causal nexus between the accused
imports or sales and any substantial injury, tendency to substantially injure,
ot prevention of establishment, with regard to complainant Tandon. As to the
other issues on which summary determination was requested, the ALJ determined
that there were genuine issues of material fact which precluded the granting
of summary determination. The ALJ denied respondents' requests for attorney's

fees,



rRespondent GSi, on May G, 1985, appealed to the Commission the ALJ's
denial of GST's motion for summary determination on the issue of domestic
industry., On May 13, 1985, the IA and complainant Tandon filed responses in
opposition to GST's appeal.

No petitions for review of the ID were received nor were comments
received from other government agencies or the public. However, on May 29,
1985, the Commission decided to review the ID on its own motion on the
question of a causal nexus between any alleged injury to cpmplainant Tandon

and respondents' imports or sales of the subject floppy disk drives.

Action
Having considered the record in this investigation, the Commission has
determined to affirm the ALJ's determination that there is no violation of
section 337 of the Tariff Act of 1930, including affirmance of the ALJ's
denial of GST‘s motion for summary determination on the issue of domestic

industry.

Order
ficcordingly, it is hereby ORDERED THAT-—

1. The ALJY's ID is affirmed in its finding of no violation of
section 337;

2. The ALJ's denial of GST's motion for summary determination on
the issue of domestic industry is affirmed; and

3. The Secretary shall serve copies of this Commission Action and
Order upon each party of record to this investigation and
publish notice thereof in the Federal Register.

By order of the Commission.

<= _ //,/?57

Kenneth R. Mason
Secretary

Issucd: August 29, 1985
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COMMISSION MEMORANDUM OPINION

On April 26, 1985, the presiding administrative law judge (ALJ) issued
an initial determination (ID) thét there is no violation of section 337 in
this investigation which concerns floppy disk drives. FRespondent Gold Star
fele-Electric Co. Ltd. filed an appeal to the Commission of the ALJ's denial
of summary determination on the issue of domestic industry. The Commission
investigative attorney (IA) and complainant filed responses to the appeal. No
petitions for review were filed.

On May 29, 1985, the Commission determined on its own motion to rgview
one issue raised by the ID: ‘“Whether the imbortation or sale of respondents'
floppy disk drives has caused substantial injury, or has the tendency to
substantially injure, or has prevented the establishment of an industry .
in the United States.” 1/

Upon review, the Commission has determined that there is no violation of
section 337 of the Tariff Act of 1930. The reasons for the Commission‘s

determination are discussed below.

1/ 50 Fod. Reg. 24,714 (1985).



Procedural History

This investigation wag instituted tp.determine'whethen there is a
violation of section 337 by the uﬁlawFul impokfétioh or sale of certain floppy
disk drives in the United States by reason of certain alleged unfair acts.
The alleged unfair acts are ﬁl) breach of fiduciary duty and conspiracy t§
breach fiduciary duty; (2) misappropriation of trade secrets and proprietaky
information; (3) industrial espionage and sabofage of equipment and property;
(4) fraud, conspiracy to dé%raUd;'and constructive fraud; (5) breach of
contract, tortious breach of implied covenant of good faith and fair dealing,
and interference with contract and prospective advantage; and (6) theft of
property:énd conversion, the effect or tendency of which is to destroy or’
substantially injure an efficiently and economically operated domestic
industry and/or to prevent the establishment of such an industry. 2/

" The ¢omﬁlainant'is'Taﬁaon Corporation (Tandon) of Chatsworth,
California. The respondents are the Lucky Gold-Star Group, Gold Star
Tele~Electric Col,‘Lfd.'(GST)> Gold Star Co., Ltd., Lucky-Goldstar
International Corp. (LGIC), Lucky—Goldstar International (Pacific), Inc.,
Lucky-Goldstar International, Inc. (America), Format Corporation (Format),
Felix Markhovsky, Herbert Berger, G. Edward Wilka, Jay J. -Ahn, and Mikhail

Anisimov. 3/

2/ A9 Fed. Reog. 35,257 (1984).

3/ Respondents Berger and Wilka on November 14, 1984, and respondent Ahn on
December 6, 1984, filed motions requesting that the investigation be
terminated based upon consent orders and settlement agreements. (Motions Nos.
203~22 and 203-31). On December 28, 1984, the ALJ issued IDs terminating the
investigation as to respondents Berger, Wilka, and Ahn. (Orders Nos. 22 and
23).  The Commission decided on February 5, 1985, not to review those IDs. 50
ted. Reg. 6,073 (1985). ‘ » :
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On December 6, 1984, complainant Tandon filed a motion (Motion No.
203-30) to terminate the investigation "without prejudice." .Tandon urged that
the public interest would best be served if the investigation was terminated
because respondents were no longer a competitive threat. Tandon's motion was
based ‘on the facts that (1) respondents had no current shipments of the

subject disk drives to the United States; (2) respondents had made no

shipments -to the United States for the past few months; and (3) [ S
* * % * * * * * * %
* * * * * * ]

With regard to complainant Tandon's motion, respondents moved that the
investigation should be terminated, but with‘prejudice. (Motion No. 203-32).
The IA filed a response urging that the investigation be terminated on the
basis that no violation of section 337 had occurred. 4/ On January 28 and 31,
1985, the ALJ stated :that termination of the investigation would be
appropriate if a factual record were developed, such as by motions for summary
determination. - (Orders MNos. 28 and 29). 5/

On January -7, 1985, respondents LGIC, Lucky-Goldstar International, Inc.
(America), Gold Star Co., Ltd., Lucky-Goldstar International (Pacific) Inc.,
Lucky~Goldstar Group, GST, Format, Anisimov, and Markhovsky filed motions for
summary determination. (Motions Nos. 203-33 through -39). Some of the

respondents requested: that attorney's fees be awarded to them. Complainant

47 The IA argued that the Commission has the authority to terminate an
investigation on the basis of no violation of section 337 and also reserve the
right to reopen the investigation if circumstances change. For example, the
In stated that if respondents resumed shipments to the United States, the
investigation could be reopened.

5/ Under Commission rule 210.50, summary determination is granted to the -
moving party (respondents in this investigation) as a matter of law if there
is no genuine issua as to any material fact. 19 C.F.R. § 210.50(b).



Tandon filed ‘responses in opposition to respondents' motions. The IA filed a
response in partial support .of and in partial opposition to the motions.
together with a cross motion for termination. ~(Motion No. 203-46).

-On April 26,1985, the ALT issued an ID granting respondents' motions for
summary determination based on the lack of a causal hexus between the accused
imports and any injury to complainant Tandon. More specifically, the ALJ
determined that complainant could not establish that respondents‘ importations
or sales were a cause of substantial ihjury to, or had prevented the
establishment of a domestic industry. With regard to tendency fo
substantially injure, the<ALJ detefmined»that~the market conditions were such
that future injury could not be inferred. fAs to the other issues on which
summary determination wasrequested, the ALJ determined that there exist
genuine issues of matérial fact which precluded.the granting of summary
determination. .The ALJ denied respondents' requests for attorney's fees.

Respondent GST filed an-appeal to the Commission of the ALJ's denial of
GST's summary determination motion on the issue of domestic ihdustry.',On May -
13, ‘1985, the TA and complainant Tandon filed responses in opposition to GST's
appeal. No petitions for ‘review or: comments from other government agencies
were received.

On May 29, 1985, the Commission decided to review the ID on its own
motion on the question of a causal nexus between any alleged ‘injury to
complainant Tandop’and respondents' 1mportat10ns or sales of the 1mported
subject floppy dlsk drives. 50 Fed ggg 24714 (1985)

Comp]alnant the IA and GST . flled briefs w1th the Commission -on review.
Comp1a1Jant, on ?ung 2}, 1984, moved to strike GbT 8 ent1re br;ef as

non—wesponsivé to the issue under rev1ew. In the alternatlve Tandon requested
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that pages 5-17 of GST's brief be stricken as not directed to the issue under
review. GST responded to Tandon's motion, arguing that its brief should not

be stricken because it included discussions of issues subsidiary to the single

review issue specified by the Commission.

GST's appeal of the domestic industry issue

With regard to GST's appeal of the ALJ's denial of summary determination
on the issue of domestic industry, we affirm the ALJ's denial of summary
determination on this issue. 6/ The thrust of GST's argument is thgt'Tandon
does not use any of the trade secrets allegedly_misapprqpriated. éccording to
GST, Commission precedents require that the domestic industry be defined as
that portion of complainant's business devoted to the exploifation of the
intellectual property rights at issue. GS5T argues that since Tandon does not
utilize the intellectual property at issue, there is no domestic industry.

The ALJ denied summary determination on this iséue because the evidence
presented was conflicting. ' For example, evidence was presented that Tandon -
adds significant value to those floppy disk drives it manufactures offshore
and that one of the Tandon drives is functionally equivalent to the disk drive

that would have been produced by Tandon if the alleged trade

6/ Commissioner Rohr concurs that it was proper for the ‘ALT to dehy summary
judgment on the issue of domestic industry because there were significant
factual issues left to to be resolved. He disagrees, however, with the
Commission's procedural handling of this issue. The Commission took the
position that because the ALJ ruled negatively on the issue of domestic
industry, the decisicn on this issue was not to be considered part of the
overall initial determination (ID) that the ALJ made on the issue of summary
determination. Commissioner Rohr notes that there is some ambiguity in the
Commission's rules. He believes, however, that the better interpretation of
the rules is that all issues on which the ALJ rules in the course of granting
a motion for summary determination should be considered part of the ID. See
Rules 210.50, 210.52, 21i0.53(c), and 210.53(d).

Yo



secrets had not been misappropriated. 7/ We, therefore, affirm the ALJ's

finding that there are significant factual issues remaining that preclude

summary determination on this issue.

Tandon's motion to strike GST's brief

We have determined to deny complainant Tandon's motion to strike GST's
brief. The Commission's notice with regard to review stated that we would
review the following issue:

wWhether the importation or sale of respondents' floppy
disk drives has caused substantial injury, or has the
tendency to substantially injure, or has prevented the

establishment of an "“industry . . . in the United
States." 8/

rarties must, of course, limit their submiﬁsions on review to the issues
specified by the-Commi;sion in its notice of review. While the intent of the
Commission, in the present investigation, is to review the ID on the issue of
causation, we recognize that there are subsidiary issues that may necessitate
a party discussing issues beyond that of causation. For example, in order for
the Commiésion to review the causation issue in the present investigation, the
Commission must assume'fqr.the,sake of argument, as the ALJ did, that the
other elements of a section 337 violation are present, i.e., unfair acts,
importation or sale, existence of a domestic industry, and economic injury.
GST, therefore, may have considered it necessary to discuss the domestic
industry issue in ofdér fo fully brief the causation issue. 9/ For these

reasons, we have determined to deny Tandon's motion to strike GST's brief,

7/ ID at 44-47.

8/ 50 Fed. Reg. 24714,

9/ We note that a significant portion of complainant's submission on review
is directed toward establishing the allegedly unfair acts of respondents.



Injury and causation =

For purposes of our review, we have assumed that the respondents have
committed unfair acts, that there is ah efficiently and economically operated
domestic industry,‘énd that éompléinént has ‘suffered substantial injury.' We ~
have anéi&ied the facts of the bresent'invéétigatibn”against‘this background -
to determine whether respondents’ importations or sales of imported fleppy
disk drives have caused subsfantiaf”iﬁjUry; have a tendency to substantially-
injurélydr havé:breVeﬁfed the establishment of & domestic industry. Based on
our anaiysis,‘we affirm‘the ALJ and conclude that respondents! importations or
sales have not caused substantial injury nor prevented the establishment of a
domestic industry. With regard to tendency to substantially injure, we affirm
the ALJ and conclude that the current market conditions indicate that future
injury is unlikely and that there is no tendency to substantially injure the
domestic industry. We have, therefore, concluded that there is no violation
of section 337.

The ALJ stated in his discussion concerning substantial injury that
"§ 337 is not violated when the unfair acts and injury are substantially
separated in time from the imports so that there is no relationship between
tihe economic injury and the importation of the articles in issue." 10/ The
statement is correct in conveying the idea that a causal nexus must exist
botwaen imports or sales and economic injury. However, lest the statement be
misunderstood, we note that that causal nexus is not time dependent. 1In the

present investigation, the alleged unfair acts are, inter alia,

misappropriation of trade secrets and proprietary information, and the

107 10 at 54.
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alieged injury is the economic loss which complainant experienced when the
alleged unfair acts made complainant unable to compete for the busiﬁess of
original equipment manufacturers during a "window of opportunity" whi;h
existed at that time. It is a fact that these alleged unfair acts and this
alleged injury occurred approximately one—year before respondents’ allegedly
competing products were imported. That fact is irrelevant with regard to
causation. What is relevant and dispositive is that compl;inant’has not
established that respondents' imports/sales, no matter when they occurred,
have caused substantial injury to the domestic industry. Thus, we affirm the
ALJ's determination that respondents' imports/sales have not caused

substantial injury to the domestic indugtry.
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CERTAIN FLOPPY DISK DRIVES

Investigation No, 337-TA-203
AND COMPONENTS THEREOF ,

e e e

INITIAL DETERMINATION

Sidney Harris, Administrative Law Judge
~

This is the administrative law judge's Order of Summary Determination in the
Matter of Certain Floppy Disk Drives and Components Thereof, Motion Nos. 203-33
through 203-39 and 203-46. An order of summary determination by an administrative
law judge shall constitute an initial determination. 19 C,F.R. §§ 210.50(f),
210.53(2).,

The administrative law judge hereby determines that a genuine issue of material
fact exists in this investigation with respect to the alleged unfair methods of
competition or unfair acts and the alleged existence of an industry, efficiently
and economically operated, in the Uniteé States such that moQants are not entitled
to summary determination as to these issues as a matter of law. The administrative
law judge, however, also determines that movants are entitled to summary
determination as to the alleged effect or tendency of the unfair acts to destroy or
substantially injure the alleqed domestic industry and/or to prevent the
establishment of such an induﬁtry in the United States. :

For the above reason, it is the administrative law judge's Initial

Determination that there is no violation of § 337 of the Tariff Act of 1930, as

amended.
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I. PROCEDURAL HISTORY

On August 1, 1984, Tandon Cd:poration; Chatsworth, Califorhnia, filed a
complaiht and a motion for temporary relief under section 337 Af the Tariff
Act of 1930 (19 U.s.C. § 1337). A supplement to the complaint was filed on
August 13, 1984. The complaint, as supplemented, alleges unfair methods of
competition and unfair acts in the importation of certain floppy disk drives
and components thereof into the United States, or in their salé, by reas?n of
alleged (1) breach of fiduciary duty and conspiracy to breach fiduciary duty,
{2) misappropriation of trade secrets and proprietary information,

(3) violation of the Racketeer Influenced and Corrupt Organiza:ions Act,

18 U.5.C. §§ 1961-68, (4) industrial espionage and sabotage of equipment and
property, (S)IEraud, conspiracy to defraud, and constructive fraud, (6) breach
of contract, tortious breach of implied covenant of good faith and fair
dealing, and interference with contract and prospective advantage, and

{7) theft of property and conversicn. The complaint further alleges that the
effect or tendency of the unfair methods of competition and unfair acts is to
destroy or substantially injure an efficiently and economically operated
domestic industry and to prevent the establishment of an industry in the
United States.

COn August 27, 1984, the Commission ordered pursuant to 19 U.S.C. § 1337(b)
that an investigation be instituted to determine whether there is a violation
of 19 U.S.C. § 1337(a) with respect to the subject articles by reason of
alleged (1) breach of fiduciary duty and conspiracy to breach fiduciary duty,
(2) misappropriation of trade sacrets and proprietary information,

(3) industrial espionage and sabotage of equipment and property, (4) fraud,



conspiracy to defraud, and constructive fraud, (35) breach of contract,
tortious breach of implied covenant of good faith and fair dealing, and
interference with contract and prospectivé advantage, and (6) theft of
property and conversion, the effect or tendency of which is to déstréy or
substantially injure an efficiently aﬁd economically operated domestic
industry and/or to prevent the establishment of an industry in the United
States. Notice of Investigation, 49 Fed. Reg. 35,257 (Sept. 6, 1984). The
Commission pursuant to 19 C.F.R. § 210.24(e), also forwarded to the Office of
the Administrative Law Judges complainant's motion for temporary relief under
19 U.s.C. §§ 1337(e) and (f) for an Enit;al determination undei 19 C.F.R.
§ 210.53(b). Id. The Notice of Investigation and complaint were’setved on
parties and interested government agencies either by first-class mail or air
mail on August 31, 1984. The Notice of Investigation was published'in.the
Federal Reéister on September 6, 1984,
The following persons were named as respondents in this investigation:

The Lucky-Goldstar Group

537 Namdaemunfrp S-ga‘ _

Jung=-qu, Seoul 100, Korea

Gold Star Tele=Electric Co., Ltd.

60-1 Chungmu=-ro 3-ga

Jung-gu, Seoul 130, Korea

Gold Star-Co., Ltd.

537 Namdaemun-ro 5-qa

Jung-gu, Seoul 100, Korea

Lucky-Goldstar International Corp.

537 Namdaemgn—ro S-ga
Jung-gu, Seoul 100, Korea

“Lucky-Goldstar International (Pacific), Inc.
13013 East l66th Street
Cerritos, California 90701



Lucky=Goldstar International, Inc.
1050 Wall Street West

Lyndhurst, New Jersey 070701
Format Corporation

2630 Townsgate Road

Building A

Westlake Village, California 91307
Felix Markhovsky

23447 Mobile Street S

Canoga Park, California 91307
Herbert Berger

766 East Lakefield Road

Westlake Vvillage, California 91361

G. Edward wilka
3480 Brokenhill
Newbury Park, California 91320
Jay J. Ahn
¢/0 Lucky Goldstar Imports/Exports
1281 Qakmead Parkway
Sunnyvale, California 94086
Victoria L.‘Paztnez, Esq., Unfair Import Investigations Division, was
designated the Commission investigative attorney. 49 Fed. Reg. 35,257
(Sept. 6, 1984). The Commission investigative attornéy is a separate and
independent party to this proceeding., 19 C.F.R. § 210.4(b).
Chief Administrative Law Judge Janet D. Saxon designated Administrative
Law Judge Sidney Harris to preside over this investigation.
On September 17, 1984, respondents Gold Star and Lucky-Goldstar
International (America) filed separate motions to dismiss each as a party to
this investigation. Motion Nos. 203-2, 203-3. Both respondents asserted that

they have no connection with the events that are the subject of this

investigation., Order No. 3, issued September 26, 1984, considered these



motions as requests for summary determination and found that respondents had
failed to show that there was no genuine issue as to any material fact which
would entitle them to summary determinati6n~as a matter of law.

On September 18, 1984, respondent The Lucky-Goldstar Group filed a motion
to dismiss it as a party to this investigation. Motion No, 203-4., Respondent
asserted that it cannot be a respondent because it does not exlist as a legal
entity under the law of the Republic of Korea and thus cannot be an owner,
importer, consignee or agent of the subject articles. The édministrative law
judge held that the assertion that The Lucky-Goldstar Group does not legally
exist under Korean law is not determinative of its capacity to be named as a
respondent in this investigation under the Commission's Rules of Pfactice and
Procedure and the laws of the United séates. Capacity to sue and be sued are
rules of procedure to be determined by the forum. See Fed. R. Civ. P, 17. A
respondent is defined as any person named in the notice of investigation
(19 C.F.R. § 210.4(5)), while a‘person is defined as an individual,
partnership, corporation, association, or public or private organization
{19 C.F.R. § 201.2(i)). Order No. 4, issued September 26, 1984, held that
respondent may be a partnership or association and certainly had all tpe
indicia of a private organization. d

On September 24, 1984, Tandon filed a motion to add as respondents in this
investigation individuals identified as chief executives Eo; The
Lucky-Goldstar Group. Motion No. 203-6. Complainant asserted that these:
individuals should be added as respondents because of the control exercised by
The Lucky-Goldstar Group over the other Korean respondents and its uncertain

legal status-under Korean law. A person will be joined as a party if in his



absence complete relief cannot be accorded among those already party to the
action. Fed. R. Civ, P, 19(a). Order No., 8, issued October 12, 1984, held
that the absence of the individuals named did not deprive complainant of
complete relief under § 337 and denjed the motion.

On October 1, 1984, respondents Herbert Berger, G. Edward Wilka, Jay J.
Ahn, Felix Markhovsky, Mikhail Anisimov, and Format Corporation filed a motion
to dismiss the complaint or, alternatively, for an order to terminate this
investigation. Motion No. 203-10. Respondents denied all the allegations'of
unfair trade practices set forth in the complaint. Respondent individuals
asserted that they had not in their personal capacities participated {n the
importation of the subject article into the United States and respondent
Format asserted that it ceased the importation and sale of the subject article
over one month before the complaint was filed and had no intention to engage
in future impo:tétion and sale of this merchandise. Messrs., Berger, Wilka,‘
and Ahn also asserted that the cause of action for constructive fraud should
be dismissed because they never entered into a confidential relationship with
Tandon. Order No., ll, issued October 23, 1984, viewed most aspects of this
motion as a request for summary determination and found that respondents had
failed to show that there was no genuine issue as to any material fact that
would entitle them to a determination as a.matter of law. Order No. ll also
found that the subject matter jurisdiction of the Commissiom under § 337 is
not limited to those acts which occur during the actual process of
importation. The Commission's jurisdiction is established if there is some

nexus between the unfair acts and importation. In re Certain Molded-In

Sandwich Parel Inserts, 218 U.S.P.Q. 832, 835 (1982). Finally, the




administrative law judge held that he was unable to terminate an investigation
under Rule 210.51(d) based upon one party's representation that it did not
intend to engage in the future importation or sale of the subject merchandise
and urged thé parties to make a good faith effort to reach settlement.

A preliminary conference was held in this matter on October 4, 1984.
Appearances were made on behalf of complainant Tandon, all respondents, and
the Commission investigative attorney. Given the representation made by the
parties at the October 4 conference and an October S letter flled by céunsel
for the respondent individuals, complainant's motion for temporary relief was
withdrawn, Order No. 9 (Oct. 12, 1984)., The parties agreed to proceed
according to an expedited schedule on the issue of permanent relief,

On November 14, 1984, Messrs. Berger and Wilka and on December 6, 1984,
Dr. Ahn, filed joint motions with complainant and the Commission investigative
attorney to tétminate this investigation based upon consent orders and
settlement agreements, Motion Nos. 203-22, 203-31. Respondents consented to
entry of an order by the Commission which would bar them from importation into
and sale in the United States of the relevant disk drives. Respondents also
agreed not to form any new business enterprise or otherwise own or participate
in any new company which would import in;o or sell in the United States the
subject articles and to respond voluntarily to all discovery requests. On
December 28, 1984, the administrative law judge issued initial determinations
términating this investigation as to respondents Messrs., Berger, Wilka, and
Ahn. Order Nos. 22, 23. The Commission decided on February 5, 1985, not to

review these initial determinations. 350 Fed. Reg. 6,073 (Feb., 13, 1985).
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On December 6, 1984, Tandon filed a motion to terminate this investigation
without prejudice. Motion No. 203-30. Respondents filed responses to
complainant's motion on December 12 and 13, 1984, and also urged the
administrativé law judge to terminate this investigation, but with prejudice.
See Motion No. 203-32 (Gold Star Tele-Electric). The Commission investigative
attorney filed a response in support of complainant's motion but argued that
termination should be made on the basis of a determination that no viqlation
had occurred and that certain conditions should be specified as to the
circumstances under which complainant could modify the determination or file a
new complaint based upon changed circumstances. Oral argument on
complainant's motion was set for December 20, 1984. Order No, 20 (Dec. l4,
1984).,

Complain;nt sought dismissal of this investigation because it believed
respondents did not currently represent a competitive threat to it in the
domestic floppy disk drive market: (1) tﬁete were no current shipments of the
subject articles by respondents to the United States; (2) there had been no
shipments by respondents to the United States for the past few months; and
(3)

. Tandon, Response to Order No. 20 and ‘Motion 203-32, at 4; id.,
Proposed FF, %% 10-20. While Tandon believed the evidence supported a finding
of a § 337 violation and was prepared to proceed to trial, it asserted that
the public interest would be better served by termination of this
investigation without prejudice. Complainant also requested that the

investigation be terminated provided it retained the right to reinstitute the

confidential.



investigation should respondents resume shipping the article at issue; It
dismissal of the investigation did not contain this specification, complainant
wished to proceed to hearing and. prove its case.

On the basis of the references to discovery contained in complainant’'s
motion, the‘administ:ative law judge was unable to conclude that injury could
not be proved: "[A] cessation by respondents of shipments to the United.
States does not provide a basis to moot an investigation." Order No. 21, at §
(Dec. 26, 1984), The Korean respondents claimed that complainant's.moﬁion
represented a failure to prosecute because of complainant's inability to prove
certain essential allegations of the complaint., Complainant denied that it
would be unable to prove the allegations. Therefore, the administrative law
judge at the close of oral argument denied the motions to terminate, reset the
date for a hearing in this investigation, and established a procedure whereby
all partieslcould file motions for summary determinations on any or all issues
in the investigation., See id.,-at 9. Through utilization of the summary
determination procedure, and the resulting initial determination or order
establishing facts, "we may learn whether or not there is any basis to dismiss
this investigation on the grounds that respondents are incapable of causing
substantial injury to the relevant domestic industry." Id., at 5; see ig;,
at 9, |

Complainant on January 10, 1985, and the Commission investigative attorney
on January 14, 1985, filed motions for creconsideration of Order No. 21 or, in
the alternative, for certification of Order No. 21 to the Commission. Motion

Nos. 203-40, 203-43. The administrative law judge considered that



clarification of Order No. 21 was appropriate as to the following issues.
First, a plain-meaning interpretation of 19 C.F.R. §§ 210.51(a) and

(b) indicates that any party may move at any time for an order to terminate an
investigation, "[blut we decide cases and controversies and act in the context
of establisﬁed facts." Order No. 28, at 2 (Jan. 28, 1985). Given the variant

positions of the parties, it would be impossible to dismiss the investigation
unless there were an adjudicated decision by which to establish tbe pertinent
facts, "Because it is desirable to terminate an investigation when all
parties desire to do so but differ only upon the terms and conditlbns of the
dismissal, the administrative law judge devised a means to develop a factual
record [the filing of motions for summary determination] to detérmine whether
this investigation could be terminated without the necessity of a full
hearing." 1Id., at 3; see Order No. 29, at 2 (Jan. 31, 1985).

Second, termination of an investigation is appropriate where the potential
remeéy is not necessary. The public interest determination implicitly found
in the Commission's decision to institute an investigation should not
ordinarily be reviewed at each interim procedural step prior to a settlement
or an adjudication on the record. Order No. 28, at 3-4; Order No. 29, at 2.
"The filing of motions to terminate based upon a decision by respondents to
halt shipments of the article at issue.to the United States during the course
of an investigation provide no basis to review whether the continuation of an
investigation remains in the public interest when there appears, as here, to

be sufficient evidence in the discovery record that a tendency to .injure

continues to exist.” Order No. 28, at 4; Order No. 29, at 2.



Finally, an investigation can be decided on the basis of a single
dispositive issue, though this is a matter of discretion. "Summary judgment
motions filed as to all issues open the pdssibility of ruling on a single
issue or a group of issues.” Order No. 29, at 3; see Order No. 28, at 4.

On January 7, 1985, respondents Lucky-Goldstar International (Motion No.
203-33), Lucky-Goldstar International (America) (Motion No. 203-34), Gold Star
{Motion No. 203-35), Lucky-Goldstar International (Pacific) (Motioa No.
203-36), The Lucky=-Goldstar Group (Motion No. 203-37), Gold Star Tele-Electric
(Motion No. 203-39), and Format, Mikhail Anisimov, and Felix Markhovsky
{Motion No. 203-38), filed motions for summary determination. These motions
were filed after the end of discovery. Complainant Tandon did not file a
motion for summary judgment, but on January 18, 1985, filed responses in
opposition to respondents' motions.

The Comﬁission investigative attorney filed a motion for leave to respoﬁd
to complainant's opposition to Gold Star Tele-Electric's and Format's motions
for summary determination., Motion No. 203-45., Motion No. 203-45 is hereby
granted. The Commission investigative attorney also filed a response in
partial support of and in partial opposition to these motions for summary
determination and cross motion for termination. Motion No. 203-46.

Order No. 30, issued February 20, 1985, cancelled the hearing in this
investigation. The administrative law judge determined that he was able to
render a decision as to whether there has been a violation of § 337 on the

basis of the motions for summary determination.
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II. JURISDICTION

Pursuant to § 337 of the Tariff Act of 1930, as amended, the U.S.
International Trade Commission has jurisdiction over unfair. methods of
competition and unfair acts in the importation into or sale in the United
sStates of products the effect or tendency of which is to destrey or
substantially injure an industry, efficiently and economically operated, in
the United States. Therefore, the Commission has jurisdiction to investigate
the unfair methods of competition and unfair acts alleged in the complaint and
set forth in the Notkce of Inyestigation to determine whether there exists a
violation of § 337,

Service of the complaint and Notice of Investigation was perfected as to
all respondents. Each respondent, individually or in conjunction with other
respondents, has filed a response to the complaint pursuant to Rule 210.21.

The Lucky-Goldstar Group continues in its motion for summary determination
to maintain that it is not a proper respondent to this investigation. Motion
203-37. For the reasons set forth in Order No. 4, issued September 26, 1984,
LGG is appropriately named as a respondent in this investigation pursuant to
Rules 210.2(i) and 210.4(f).

I find that the U.S. International Trade Commission has subject matter
jurisdiction over the floppy disk drives and components thereof at issue in

this investigation that have been imported into or sold in the United States.
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IIT. SUMMARY DETERMINATION

A, Background: Motions for Termination.

On December 6, 1984, complainant Tandon Corporation filed a motion to
terminate this investigation without prejudice. Mo;ion No. 203-30. ©On
December 14, 1984, respondent Gold Star Tele-Electric Co. (GST) filgd both a
response to complainant's motion and a motion to terminate this investigation
with prejudice. Motion No., 203-32.

Complainant alleged in its motion for termination that'newly diséoveted
evidence indicated that

and that Format had pulled the
disk drive nout of the United States' market. Tandon asserted that this new
evidence was in sharp contrast to the facts known just prior to the filing of
thelcomplaint. Tandon believed that the evidence supported a finding QE a
§ 337 violétion bylGST and was prepared to proceed to trial, but asserted that
the public interest would‘be better served by terminating the investigation
without préjudice so it may be reopened in the future upon a showing of
altered circumstances. Motion 203-30.

Respondents Format Corpcration, Felix Markhovsky, Mikhail Anisimov,
Lucky=Goldstar Internatibnal, Lucky=-Goldstar International (Pacific),
Lucky~Goldstar Intérnational (America), Gold 3tar Co., and The Lucky-Goldstar
Group all filed responses to Tandon's motion in which they also urged the
administratiVevlaw judge to terminate this investigation but with prejudice.
G3T filed a response and motion which urged termination with prejudice. GST‘
asserted that the evidence indicated that as of August 1, 1984, Tandon never
manufactured a disk drive which iﬁcorporated any trade secret or technology

13



allegedly incorporated in the GST-Format disk drives and never exploited the
tzade secrets and technology it claimed were misappropriated. GST then
asserted that Tandon's recent admission in its motion to terminate that ithhad
not been injured compelled dismissal of this investigation with prejudice and
the imposition of safeguards to protect against similar abuses in the future.
Memorandum, Motion No. 203-32. | '

The Commission investigative attorney filed a response in support oE 
complainant's motion, but argued that termination should be made on thé basis
of a determination that no violation had occurred and that certain conditions
be specified in the order of dismissal regarding the circumstance under which
complainant could seek to reinstitute the complaint.

Because of the novelty of the questions involved and the diversiﬁy of
views expressed by the various parties, the administrative law judge scheduled
the motions for oral argument. Order No., 20 (Dec. 14, 1984), The
administrative law judge requested thé barties to focus their aﬁtention in

part upon the following legal issues:

l. Complainant has alleged that certain Korean respondents have
an inventory of the subject disk drives and a large capacity to
produce them quickly. Why is there no ability to prove injury?

2. What are the equities of the parties in these circumstances,
particularly since so much effort and money has been expended in
preparing for trial?

3. What course will complainant pursue if its motion is
denied? Does complainanat in such circumstances wish to proceed to
trial? Does it wish to abandon the complaint?

Order No. 20, at 4.

Tandon filed a response to Order No. 20 and GST's motion. Complainant
asserted that it could prove that there existed an effect and tendency to

injure the domestic industry under the criteria traditionally utilized by the
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Commission to reach such a determination. Tandon stated that it moved to
terminate this investigation because it was not economically sensible to
proceed to hearing "when the facts learned through discovery, i.e., that
Respondents h;ve stopped importing and

. indicate that the tendency to injure is more
theoretical than tangible at this time.”™ Response to Motion No., 203-32,
at 3-4. Complainant planned to continue to press for damages in the
concurrent district court litigation and added that if the administrative law
judge was inclined to grant respondent's motion, Tandon wished to proceed to
trial on all issues in this'proceeding.

Oral argument on the motions to terminate took place on December 20,
1984. Cémplainant's counsel at the conference stated, "We are firmly of the
belief that there are genuine issues of fact remaining as to practically all
of the issues in the investigation with the exception of injury, which is why
we brought the motion to terminate." Sellers, Tr. 45. Complainant's counsel
later added that if the investigation proceeded to a hearing, Tandon could
demonstrate a tendency to injure based on respondents' capability, but there
was probably not going to be any future importation and sale of this product
into the United States. Lupo, Tr. 68-69.

The administrative law judge at the close of oral argument denied the
motions to terminate, reset the date for a hearing in this investigation, and
established a procedure whereby all parties could file motions for summary
determinations on all issues in the investigation. Tr. 82-83; see Order No.
21, at 9‘(De¢. 26, 1984). "[Alll parties seem to want it [the investigation]
to De terminated, but the conditions under which they wish it terminated vary
quite radically, and . . . seem to amount to a total difference in view, which
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does translate into whether they want to go to trial or whether they want a
termination.” Tr. 24. Order 21, which followed the conference and set forth
in detail the administrative law judge's decision, stated that the summary
determination"procedures were designed to illuminate the questions raised by
the motions to terminate., "Perhaps, through utilization of the summary
determination procedure, and a resulting Initial Determination or Order of
Facts, we may learn whether or not there is any basis to dismiss this
investigation on the grounds that respondents are incapable of causing
substantial injury to the relevant domestic industry.” Order No. 21, at 5
(Dec. 26, 1984).

Complainant on January 10, 1985, and tﬂe Commission investigative attorney
on January 14, 1985, filed motions for reconsideration of Order No. 2l or, in
the alternative, for certification of Order No. 21 to the Commission. *lotion
Nos. 203-40, 293-43, <Complainant once again stated that it had moved for
termination based upon information obtained through discovery that
were no longer importing the article in guestion and

. Complainant, however, at this time also
stated that "it is not in the economic interest of the public or the parties

to continue this investigation because the remedy available through the

Commission does not appear to be necessary at this time,” Emphasis added.)

Hlotion No., 203-43,

Given the clarification of Order No. 21, the administrative law judge
denied the Commission investigative attorney's and complainant's motions, in
the alternative, to certify Order No. 21 to the Commission. Order No. 28

{(Jan. 28, 1985); Order No. 29 (Jan. 31, 1985). See Discussion, Opn., at 9-ll.
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8. Motions for Summary Determination.

Respondents Lucky-Goldstar International (LGIC), Lucky-Goldstar
International (Ameri;a) (LGIA), Gold Star Co. (GSC), Lucky~Goldstar
International (Pacific) (LGIP), and The Lucky-Goldstar Group (ﬁGG) allége that
they have not at any time been involved in the design, engineering,
manufacture, or assembly of the GST-Format floppy disk drive ot any other disk
drive manufactured or assembled by Gold Star Tele~Electric (GST}. Motion
Nos, 203-33 through-203-37. LGIA, GSC, and LGG also allege that they have
never been involved in the packaging, shipping, importation into, or
distribution in the United States of the subject disk drive. Motion
Nos. 203-34 through 203-37. The above respondents bélieve that a :uilnq on
the merits should address all substantive issues in this proceeding.

LGIC admits that it assisted in the exportation of disk drivés to Ehe
United States. on behalf of GST, but asserts that it has néver distributed the
GST disk drives within the United States. Motion No; 203-33, at 1-2;
Memorandum, id., at 1, 10. LGIP admits that it assisted in the exportation of
disk drive components to GST and the importation of disk drives into thé
United States on behalf of GST. Motion ﬁo. 203-36, at 1., Both LGIC and LGIP
assert that their activity with refe:ence_to the disk drives is unrelated to
the unfair acts and §zactices alleged in the complaint and do not violate
§ 337.

Respondents Format, Mikhail AnisimoQ, and Felix Matkhovsky allege that
summary determination is appropriate because (1) a domestic industry for 5 l/4

inch half-height floppy disk drives does not exist, (2) respondents did not
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prevent the establishment of such a domestic industry, and (3) there is no
effect or tendency to destroy or substantially injure a 5 1/4 inch half-height
floppy disk drive industry. Memorandum, Motion No. 203-38, at 1l.

Respondent GST moves for an order granting summary determination in its
favor on the following grounds:

1.. GST has not engaged in any unfair methods of cbmpetition or
unfair acts.

2. GST entered into its business relationship with the Format
respondents without knowledge that Format was using information
claimed by complainant to be its trade secrets,

3. No domestic industry exists because Tandon has not exploited
the trade secrets and confidential information it claims to have been
misappropriated.

4., No domestic industry exists because the domestic operations
of Tandon are not devoted to the manufacture or production of the
disk drives that are the subject of this investigation,

S. Tandon has not been prevented from establishing a domestic
industry as a result of the actions of this or any other respondent.

6. The importation and sale of disk drives manufactured by GST
does not have the effect or tendency to destroy or substantially
injure a domestic industry.

Motion No. 203-39, at 1l-2,

Respondents LGIC, LGIA, GSC, LGIP, LGG, and GST also request the
administrative law judge to recommend that the Commission award reasonable
attorneys' fees and costs to compensate respondents for expenses incurred
defending against what they allege are complainant's discredited claims.
Motion Nos. 203-33 through 203-37, 203-39,

The Commission investigative attorney filed a response in support of
GSC's, LGIA's, and LGG's motions for summary determination, except with regard
to tﬁe question of attorneys' fees and costs, and a response in opposition to
LGIC's and LGIP's motions. The Commission investigative attorney also filed a

response in partial support of and in partial opposition to GST's and Format
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and Messrcs. Anisimov and Markhovsky's motions for summary determination.
Finally, the Commission investigative attorney filed a cross motion for
termination. Motion No. 203-46. '

The staff attorney submits that there exists no genuine issue of material
fact with respect to the question of injury in this investigation and that as
a matter of law the importation and sale of the accused disk drives by GST
does not have the effect or tendency to destroy or substantially injure a
domestic industry. "[Flinding a tendency to inju:e upon the record in this
investigation would require speculation far beyond that ever permitted by the
Commission in any investigation conducted to date, would not be supported by
the requisite 'substantial evidence on the record,' and would fly ‘in the face
of applicable Commission precedent.” 1d., at 19.

Tandon filed responses in opposition to the motions for summary
determination., Complainant asserts that there remain genuine issues of
material fact as to all issues in this investigation. Specifically, Tandon
states that respondents LGG, LGIC, and LGIP are owners, importers, consignees,
or agents of either, relative to the sale of the subject goods in the United
States and that GSC and LGIA are necessary respondents for effective relief,
Complainant also asserts that Format unfairly competed with Tandon, GST had
knowledge of the ongoing unfair competitioh and cover-up, and GST and Format's
unfair methods of competition and unfair acts were designed to allow rapid
impoftation of the accused product into the United States. Tandon asserts its
domestic industry was injured by preventing the introduction of a new Tandon
half-heigh; di§k drive product, by resulting delays which led to cancelled

orders and missed business opportunities, and by GST's capacity to injure the

domestic industry.
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C. Law of Summary Determination.

Rule 210.50(a) states that any party may move for summary determination in
his favor upon all or any part of the issﬁes to be determined in a § 337
investigation, Such motion must be filed at least 30 days before the date
fixed for hearing. "The determination sought by the moving party shall be
rendered if the pleadings and any depositions, admissions on file, and
affidavits show that there is no genuine issue as to any material fact and
that the moving party is entitled to a summary determination as a matter of
law." 19 C.F.R. § 210.50(b).

Patterned after Rule 56 of the Federal Rules of Civil Procedure, the
summary determination procedure prescribed by Rule 210.50 is designed to
eliminate a hearing in which there is no genuine issue of material fact. The
moving party has "the burden of showing the absence of any genuine issue as to
all the matefial facts, which, under applicable principles of substantive l;w,
entitle him to judgment as a matter of law."” (Footnotes deleted.)

6 J. Moore, W. Taggart & J. Wicker, Moore's Federal Practice ¢ 56.15(3)

(24 ed. 1981). The administrative law judge, in ruling on a motion for
summary determination, should not resolve any material factual issue. He is
to determine "whether there is any genuine issue of material fact in dispute
and render judgment only in the event thefe is none. 1If there is such an
issue it should be resolved at a trial in the appropriate manner." (Footnotes
deleted.) 1Id., ¥ 56.03; see id., ¥ 56.15(1.-01; 10 C. Wright, A. Miller &

M. Kane, Federal Practice and Procedure § 2712 (1983).

The decision whether to grant a motion for summéty determination is to be
rendered upon the pleadings and any depositions, admissions on file, and

affidavits. Rule 210.50(a). Under Rule 56 of the Federal Ruleé of Civil
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Procedure, <ourts may also properly consider answers of a party to
interrogatories, oral testimony, and any other materials that would be
admissible in evidence or othetwise usable at trial. See 6 Moore Y 56.ll.
"The court is authorized to examine proffered materials extraneous to the
pleadings, not for the purpose of trying aﬁ issue, but to determine whether
there is a génuine issue of material fact to be tried."” (Footnote deleted.)
Id., ¥ 56.04(1]; see 10 Wright § 2712. sSince it is not the function of the
administrative law judge on the motion for summary dete:minatién to adjudicate
genuine factual issues, all inferences of facts from the evidence proffered
must be viewed in a light most favorable to the party opéosing the motion,

10 wright § 2716; see 6 Moore 19 56.15(31, 56.16{8]. The movant, however, is
entitled to whatever support the opposing papers may afford. The adverse
party cannot rest upon the aliegations in its pleadings, but must present
sufficient evidence to raise a triable issue of material fact. 6 Moore

1 56.15[3].

Any reasonable doubt should be resolved against the movant., Still, the’
administrative law jhdge should not be unduly reluctant to grant summary
determination when a hearing would serve no usefui purpose and the movant is
entitled to judgment as a matter of law. See iﬂ;" 56.02[1), A summary
determination results from an application of sSubstantive law to facts that are
establisﬁed beyond reasonable dontroversy.

The Commission can reach a "no violation" determination on a single

dispositive issue. Beloit Corp. v. valmet Oy, 742 F.2d 1421, 1423 (C.A.F.C.

1984). It is appropriate, for the reasons disclosed below, to dé so in this
investigation. The Commission also has the discretion to permit the
teinstitution of the complaint under certain specified changed conditions, for
example, if in the future a market for the subject disk drives reopens in the

United States, See, e.9., 5 Moore § 41,05(1].
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IV. SUMMARY OF FACTUAL BACKGROUND

All inferences of Eacts from the evidence proffered must be viewed in a
light most fa;orable to the party opposing the motion. 10 Wright § 2716; see
6 Moore %1 56.15(3], 56.16(8]. Any reasonable doubt should be resolved
against the movant. Accordingly, except where appropriately cited to findings
of fact (FF), the following summary is not to be interpreted as an order

establishing facts in this investigation since it incorporates inferences from

the evidence proffered, viewed in a light most favorable to complainant.

Tandon introduced the first 3 1/4 inch half-height floppy disk drive into
the United States in the spring of 1982. FF 39, The significance of 5 1/4
inch half-height technology was that two drives could be placed into the same
space previously'occupied by one Eull-height drive. FPF 39. Tandon displayed
the T™ 50, a low cost 48 TPI half height, belt-driven floppy disk drive,
during the summer of 1982 at the National Computer Conference Trade Show.
Huenemeier Decl., Att. A, Response to Motions 203-38, 203-39, ¢4 32. Tandon
attempted to modify the TM 50 for high performance use and introduced the
™ 55, a 96 TPl half-height, belt-driven floppy disk drive, in the fall of
1982. 1Id.; see FF 40.

Tandon took orders for the TM 50 and TM 55 in the fall of 1982 and the
spring of 1983,

. FF 41. The TM.50/55 design did not lend itself

to trouble free manufacture in large quantiiies. FF 41. The basic design
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also was for low performance home use and did not easily convert to a high
performance, direct or indirect drive. Huenemeier Decl., Att. A, Response to
Motions 203-38, 203-39, ¢ 32.

It became apparent to Tandon in the fall of 1982 that many computer
companies might prefer disk drives with direct drive motors rather than belt
drive motors. Several major Japanese companies displayed hlgh'perfo:mance
half-height disk drives with direct drive motors at the December 1982 Comdex
Trade Show. Tandon needed to develcp a reliable high pe:fofmance. half-height
floppy disk drive, preferably with a direct drive motor, to remain
competitive, Abraham Decl., Att. D.; Response to Motions 203-38, 203-39, § ll.

In the fall of 1982, Tandon assigned Philip Tomasi to solve the problems
associated with the TM 50 and TM 55. FF 42, Mr. Tomasi commenced work to
modify or redesign the TM 55 to accommodate a direct drive motor. FF 42.

Mr. Tomasi ﬁhen suggested that he be allowed to develop hig own concept of ;
direct drive disk drive. FF 43. This drive was not to be a redesign of the
T™ 55 or a direct drive TM 55. FF 43,

By the end of 1982, Mr. Tomasi had substantially completed a design for a
half-height disk drive which incorporated a direct drive system. FF 44, He
displayed the model to Tandon management on January 6, 1983, at a design
review meeting, FF 45. He was told at this meeting to go ahead and develop
his model into a working disk drive. Tomasi Decl., Att, B, Complaint, 1 19;
Barmache Decl., Att. B, Response to Motions 203-38, 203-39, 1% 28-4l.

Mr. Tomasi terminated his employﬁ;nt with Tandon on January 21, 1983.

FF 46. On January 31, 1983, Mr. Tomasi returned the disk drive model and some

drawings relating to it. Some of the parts which had been on the model when
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it was presented at the design review meeting had been removed or altered by
Mr. Tomasi prior to the model being returned to Tanden. FF 47-48. The
prototype was modified in a way which rendé:ed it useless as a model from
which to manufactute a product. Huenemeier Decl., Att. A, Response to Motions
203-38, 203-39, 1% 39, 41-54, S7 ; Barmache Decl., Att. B, id., 11 60-65,
69-96, 101. )

At the time Mr., Tomasi left his employment with Tandon, Tandon had not
produced a half-height, direct drive floppy disk drive. FP 50. During the
first four months of 1983, Tandon was able to substantially improve the belt
driven TM 50 and TM S5S drives. FF S51. Tandon's first direct drive floppy
disk drive, the TM 55D, was made available to some customers about September
1983, FF 52. First deliveries of the TM 65, a better performance
half-height, direct drive floppy disk drive, took place during the gsummer or
fall of 1984. FF 53-54.

After leaving his employment with Tandon, Mr. Tomasi entered into a
business arrangement with Felix Markhovsky, Mikhail Anisimov, Herbert Berger,
and Edward Wilka to design, develop, manufacture, and sell a 5 1/4 inch
half-height direct drive floppy disk drive. FF 49; CDX 19, 151, 181, 225,
Motion 203-30. The Tomasi designed disk drive was used as the company's first
product. E.g. Tomasi Decl., Att. B, Complaint, ¥ 21. Messrs. Markhovsky and
Anisimov were associates of Mr. Tomasi when he worked at Tandon, but unlike
Mr. Tomasi, Messrs. Anisimov and Markhovsky remained in Tandon's employment
until December 8, 1983, and January 13, 1984, respectively. Barmache Decl.,

Att. B, Response to Motions 203-38, 203-39, 11 104, 107; Tomasi Decl., Att. B,

Complaint, %1 5, 23,
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GST was interested in acquiring a S 1/4 inch half-height direct drive
floppy disk drive to produce in Korea. Memorandum, Motion 203-39, at 9;

CcDX 159, Motion 203-30., GST had hired Dr; Jay Ahn to evaluate the United
States' floppy disk drive technology. CDX 159, Motion 203-30, at 4. 1In May
1983, Dr. Jay Ahn was approached by a friend of Mr. Tomasi who informed Dr.
Ahn about a new disk drive company looking for investors and pEovided him with
Mr, Wilka's name, Ahn Dep., Tr. 24, 32 (Sept. 26, 1984); Wilka, Response to
Interrogatory No 3. Dr, Ahn met with individuals associated Qith Format and
informed GST of the existence of the Format disk drive. Memorandum, Motion
203-39, at 9; see Ahn, Response to Interrogatory No. 3. Through Dr. Ahn, GST
expressed interest in the disk drive and began exploring the possibility of
investing in Format., Memorandum, Motion 203-39, at 9.

In May and June of 1983, Dr, Ahn alternately met with GST and Format. See
Ahn, Response.to Interrogatory No. 3. 1In June 1983, Messrs, Wilka and Be:g;:
traveled to Korea to meet with GST and discuss a possible business arrangement
between GST and Format., Berger, Response to Interrogatory No. 3: Wilka,
Response to Interrogatory No. 3; CDX 167, Motion 203-30, In July 1983,

Mr. Tomasi visited GST in Korea with a working model of a Format disk drive.
Tomasi Decl., Att., B, Complaint, ¢ 33, 1In August 1983, a GST negotiating team
came to the United States to negotiate a contractual arrangement with Format.
Memorandum, Motion 203-39, at 1l0-ll. On August 26, 1983, Format and GST
completed three agreements: (1) the $101,500 sale of drawings and technical
documents; (2) a $400,300 manufacturing license agreement; and (3) a $500,000
stock purchase agreement. PE 39-41, Motion 203-30. GST would manufacture the

drive in Korea and Format would have the exclusive right to market and sell

the drives in the United States,
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Format and GST developed for distribution in the United States brochures
which advertised the GST-Format floppy disk drive. CDX 18-18A, Motion
203-30. GST eventually produced over 2000 of the subject disk drives oy the
end of the tﬂird guarter of 1984 (GST, Response to Interrogatory No. l1), of

which some 700 were shipped to Format in the United States for resale (Format,

Response to Interrogatory No. ll; see CX 288).

The relationship between GST and Format began to sour in the spring énd
summer of 1984, See, e.g., CDX 25, 28-29, 31, Motion 203-30. GST's last
shipment to the United States of 400 disk drive units without heads took place
on July 3, 1984. FF 5. The GST-Format disk drive is not currently imﬁorted
into or available for sale in the United States. FF 5, 7-8, 1l1-13. However,
as a result of its arrangements with Format, GST has established a floppy disk
drive production line in Korea and has a large inventory of the subject floppy
disk drives. See GST, Response to Interrogatory No. ll; CDX 294, Motion
203-30. GST remains in the business of manufacturing floppy disk drives in
Korea, but claims to be selling them only in the Korean domestic market.

FF 18-19. It no longer has marketing arrangements with Format and has made no
further arrangements with any other company to market and sell such disk
drives in the United States. FF 8-10.

(FF 7-8), but has refused to give
assurances that at some future time it will not resume shipments.

(Conterence, Tr. 57 (Dec. 28, 1984)).
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V. TRADE SECRETS

Respondent Gold Star Tele~Elactric (GST) alleges that it is entitled to
summary detetmination as a matter of law because it has not engaged in any
unfair methods of competition or unfair acts with regard to the subject matter
of this investigation. Memorandum, Motion 203-39, at 27-28, Specifically,
GST asserts that the facts establish that it acquired the GST-Format disk
drive technology in good faith, without any knowledge of the manner in.which
Messrs. Tomasi, Markhovsky, and Anisimov developed that technology, or the
fact that Tandon claimed that technology as a trade secret. 52;,'at 28-31.
Respondent also asserts that the claimed technology does not constitute a

trade secret for the following reasons:

(1) To be a trade secret, the relevant information or
technology must be used in one's husiness. Tandon admits that it
does not use the information or technology at issue in its business,

{2) To qualify as a trade secret, the claimed technology must
not be generally known, The developer of the technology at issue,
Mr. Tomasi, has acknowledged that the design concepts in his
prototype were well-known in the industry,

{3) Where a skilled employee develops a trade secret, rather
than acquiring the knowledge from his employer, the trade secret lies
within the employee's knowledge and he is privileged to disclose and

use it in future employment., Mr. Tomasi designed the technology at
issue, not Tandon.

(4) Matters which are completely disclosed by goods when
marketed cannot be trade secrets., The design of the technology at
issue is completely disclosed when the article is marketed.

Id" at 31-32‘
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Misappropriation of trade secrets is an unfair method of competition or

unfair act which falls within the purview of § 337. See In re Von Clemm,

108 U.S.P.Q. 371 (C.C.P.A. 1955}; Certain Processes for the Manufacture of

Skinless Sausage Casings, Inv. No. 337-TA-148/169, at 243-48 (Jul. 31, 1984);

Certain Apparatus for the Continuous Production of Copper Rod, Inv.

No. 337-TA-52, 206 U.S.P.Q. 138 (1979). The Commission in Copber Rod,
modeling its criteria after § 757 of the Restatement of Torts, required
complainant to establish four elements to prove misappropriation: (1) a trade
secret exists which is not in the public domain; (2) complainant is the owner
of the trade secret or possesées a proprietary interest in it;.(3) complainant
disclosed the trade secret to respondent while in a confidential relationship
or respondent wrongfully took the trade secret by unfair means; and

(4) respondent has used or disclosed the trade secret causing injury to
complainant. 206 U.S.P.Q. at 156. The law of trade secrets originates from

state common law. 2 R. Milgrim, Milgrim on Trade Secrets § 7.02{2]) (1984).

A, Good Faith.

GST asserts that that it acquired the GST-Format disk drive technology in
good faith, without knowledge as to how Mess:s. Tomasi, Markhovsky, and
Anisimov developed the technology and without knowledge as to Tandon'é trade
secret claim. Memorandum, Motion 203-39, at 11-14, 27-31. The material facts
that GST relies upon to demonstrate the absence of any genuine issue and

alleges entitle it to judgment as a matter of law are set forth in the next

two paragraphs.
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In the spring of 1983, GST was interested in acquiring for production
purposes a 5 1/4 half-height direct drive floppy disk drive., 1d., at 9. In
May 1983, Dr. Ahn was approached by Jim Hézvey, a friend of Mr. Tomasi.
Through the.-information provided by Mr. Hatrvey, Dr. Ahn met with
representatives of Format. Id. Dr. Ahn subsequently informed GST of the
Format disk drive. GST expressed an interest in the Format disk drive. I1d.
In May and June 1983, Dr. Ahn met alternately with GST and Format. In June
1983, Messrs, Wilka and Berger traveled to Korea to discuss a po#sible
business arrangement between Format and GST. 1In July 1983, Mr, Tomasi visited
GST in Korea with a working model of a Format disk drive. 1In August 1983,
representatives of GST came to the United- States, retained the law firm of
Macdonald, Halsted & Laybourne, and began contractual negotiations with
Format, Id,, at 9-10.

Prior to and during negotiations, Format and the respondent individuals‘
represénted to GST that the Format disk drive had been conceived, designed,
and developed by Mr. Tomasi and Format and that the technology related to the
drive was owned by Format. Id., at 11-12. GST was not informed by
Mr. Tomasi, Format, or the respondent individuals that (1) Tomasi had
constructed a model of a direct drive prototype while working at Tandon,

(2) drawings and parts had been taken or sgolen from Tandon, (3) the Format
personnel had sabotaged or spied upon Tandon, (4) the Format disk drive
contained any of Tandon's trade secrets or confidential information,

(5) Tandon in any way had any claim to the Format disk drive, or (6) any other
acts alleged in the complaint. Id., at ll-13., While GST knew

Messrs. Markhoveky and Anisimov had employment experience with Tandon, GST was
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not advised that they were emplovaed hv Tandon during GST's negotiations with
Format and assumed they were employed by someone other than Format and Format.
intended to hire them should it receive Ednding from GST, At no time was GST
or its coungel advised that Messrs. Markhovsky and Anisimov had participated
in the design and development of the Format disk drive while employed by
Tandon, Id., at 12-13. GST had been advised that Messrs, Markhovsky and
Anisimov had not signed employment contracts while employed by Tandon. gg;.
at 12, Because Messrs. Markhovsky and Anisimov were not represented as having
contributed to the development of the completed Format disk drive and were
identified only as engineers which Format would hire to conduct future
operations, the name of their present employer was unimportant to GST. ;g;

The courts universally recognize that the law of trade secrets affords no
orotection against a person who discovers a particular trade secret by fair
means such as experimentation or -examination and analysis of a particular
product, 1 Milgram § 5.04[1). 'A first user of a trade secret alsc has no
orotection against ‘a second user who in good faith acquires knowledge‘of the
secret without breach of a contract or a confidential relationship., 1d.

§ 5.04(2]([al.

The fact that a second user of a trade secret employs a former employee of
the first user does not create a presumption that the second user had notice
57 the first user's rights; there must bé at least circumstantial evidence of
I:7vi on the part of the second user. Id. § 5.04(2]{cl. Notice may be
imput+d to a second user, however, when by exercise of fair business

principles, it should have known that the first user's former employee was
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disclosing information to which he was subject to a duty of secrecy. "[Olne
cannot insulate against liability by studiously achievea ignorance.” 1d.; see

Carter Prods. Inc., v. Colgate PIlmolive Co., 130 F. Supp. 557, 104 U.S.P.Q.

314, 326-27 {D. Md. 1955), aff'd, 230 F.2d 855, 108 U.S.P.Q. 383 (4th Cir.),

cert. denied, 352 U.S. 843 (1956). Imputation of knowledge to a second user

is generally recognized when it is a corporation organized by persons subject
to a duty of secrecy with reference to the first user. The corporation is
viewed as the alter ego of such individuals and charged witﬁ their knowledge.
1 Milgrim § 5.04(2)([c]. Finally, if the second user knowingly received the
first user's trade secret through a breach of duty owed to the first user, the
second user can be enjoined, and the first ‘user is entitled to appropriate

additional relief., 1d. § 5.04(3].

Knowledge or likelihood of knowledge must be proved by credible
circumstantial evidence. Many cases deal with employee plans to appropriate

the employer's trade secrets by the creation of a corporation in which the

employee has an ownership interest.

Surreptitious employees share certain habit patterns. They
"plot" with other employees who appear to be discontent., They stay
in the corporation, gather information that will be of value, all the
while going through the formalities of creating a corporate vehicle,
often in their wives' names. Then one or more of the plotters quits,
often leaving other plotters behind to keep an eye open for new
developments which might be of use to the newly formed competitor.
The courts do not tolerate this kind of double-dealing by the
employee; the guise of the independent corporation is penetrated in
cases where it appears that the corporation is the alter ego of such
employees., (Footnote deleted.)

Id.

Tandon in its opposition to GST's motion and the record as a whole
demonstrate that there exists a'genuine issue of material fact as to whether

GST acquired the Format disk drive technology without knowledge as to how
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Messrs. Tomasi, Markhovsky, and Anisimov developed the technology and without
knowledge as to Tandon's trade secret claim., For example, there is a genuine
issue of material fact as to whether or ndt GST knew or should have known that
(1) Mr. Markhovsky worked at Tandon at the same time he was extensively
involved wi&h Format, (2) there existed a possible conflict of interest
between Messrs, Markhovsky and Anisimov's association with Format and their
employment by Tandon, and (3) Mr. Tomasi had developed a prototype of the
Format disk drive while employed at Tandon. See Cites to Memo;andum, Response
to Motions 203-38, 203-39, at 25-47, 52-57; Tomasi Decl., Att. B, Complaint,
11 3-6, 29-45; Ahn, Response to Interrogatory No. S.

The above three examples in and of themselves demonstrate that there
exists complex issues of fact and unsettled questions of law as to whether GST
acquired the alleged trade secrets of Tandon in good faith. Also, GST in its
motion chose to‘highlight only those facts which supported its interpretatlén
of the events at issue, Even if those facts were undisputed, it is
questionable whether GST would be entitled to judgment as a matter of law on

the issue of good faith.
The administrative law judge, in ruling on a motion for summary
determination, should not resolve any material factual issues. A

determination of this issue requires full development of the evidence. GST's

motion for summary determination on this issue is denied.

B. Relevant Information Must be Used in Business.

GST asserts that the claimed techhology does not constitute a trade secret
because Tandon does not use it in its business. Memorandum, Motion 203-39,

at 31. Specifically, Tandon admits that the trade secrets or technology
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allegedly incorporated in the Tomasi prototype and identified in Attachment D
to the complaint are not included in any disk drive produced by Tandon.

FF 29-30. Tandon also admits that as of August 1, 1984, none of its
facilities were devoted to the exploitation of the trade secrets or stolen
technology allegedly contained in the Tomasi prototype. FP 31-32.

All inferences of facts from the evidence proffered must be viewéd ip a
light most gaVOtable to the party opposing the motion for summary.
determination. The record when viewed favorably as to Tandoh allows f;t the
following factual inferences: (1) the Tomasi prototype was at the moment of
its conception a trade secret of Tandon; (2) Messrs. Tomasi, Markhovsky, and
Anisimov were under a duty not to use or disclose this trade sec:et.to
Tandon's detriment; (3) the GST-Format disk drive because of a breach of
Messrs. Tomasi, Markhovsky, and Anisimov's duty to Tandon incorporated.
Tandon's trade secrets; and (4) Tandon would have developed a 5 1/4
half-height direct drive floppy -disk drive which utilized the trade secrets
incorporated in the Tomasi prototype but for the unfair acts of these
individuéls; See Summary of Factual Sackgtound, Opn., at 22-26; Cites to
Memorandum;:Respbnse to Motions 203-38, 203-39, at 20-21, 23, 58-67;
Huenemeier Decl., Att. A, id., 1 36-40, 45-48, 57-58;‘Barma¢hg Decl., Att. B,
id., 1Y 12-54, 90'?3f 101,’104-34, 142-52; Tomasi Decl., Att. B, Coﬁplaint,v.
19 3-5, 17, 21-28, 46-65.

The fact that Tandon does not currently Uuse the claimed technolbgy in:jts
bus;ness has no bearing on whether or not this technology may be considered a

trade secret of Tandon. Given the above factual inferences, the claimed
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technology was at one time Tandon's trade secret and, but for the unfair acts
of certain individuals, Tandon would have utilized the information in its
business.

GST's mgtion for summary determination on this issue is denied.

C. The Claimed Technology Must Not be Generally Known, )

GST asserts that the claimed technology does not qualify as a trade secret
because Mr. Tomasi, the developer of the technology, has acknleedged that the
design concepts in his prototype are well-known in the industry.

Specifically, GST avers that none of the matters listed in Exhibit D to the
complaint constitute trade secrets because they are not know-how; they are
matters of design, all developed by Mr, Tomasi and all observable upon a
cursory examina:ion of the drive. Memorandum, Motion 203-39, at 32,

Comment b, section 757 of the Restatement of Torts, defines trade secrets

as follows:

A trade secret may consist of any formula, pattern, device or
compilation of information which is used in one's business, and which
gives him an opportunity to obtain an advantage over competitors who
do not know or use it, It may be a formula for a chemical compound,
a process of manufacturing, treating or preserving materials, a
pattern for a machine or other device, or a list of customers. It
differs from other secret information in a business ., . . in that it
is not simply information as to single or ephemeral events in the
conduct of the business ., , . . A trade secret is a process or
device for continuous use in the operation of the business.
Generally it relates to the production of goods . . . . It may,

however, relate to the sale of goods or to other operations in the
business . . . .

California has for the most part adopted this definition. See Cal. Penal Code

§ 499c(a) (3) (West 1978).
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Complainant must first demonstrate that the subject matter of the trade

secret is secret and affords a demonstrable competitive advantage. 1 Milgrim

§ 2.03 (1984).

Some factors to be considered in determining whether given
information is one's trade secret are: (1) the extent to which the
information is known outside of his business; (2) the extent to which
it is known by employees and others involved in his business; (3) the
extent of measures taken by him to guard the secrecy of the
information; (4) the value of the information to him and to his
competitors; (5) the amount of effort or money expended by him in
developing the information; (6) the ease or difficulty with which the
information could be properly acquired or duplicated by others.

Regtatement of Torts § 757 comment b (1939) (quoted in the administrative law

judge's decision in Certain Processes for the Manufacture of Skinless Sausage

Casings, Inv. No. 337-TA-148/169, at 245, and the California district court

decision in Futurecraft Corp. v, Clary Corp., 205 Cal. App. 2d 279, 289, 23

Cal. Rptr. 198 (2d Dist. 1962)). A trade secret need not be a device or

process which is patentable. "It may be a device or process which is clearly

anticipated in the prior art or.one which is merely a mechanical improvement

that a good mechanic can make." Restatement of Torts § 757 comment b ({1939);

see

et ]

1 Milgrim § 2.08,

While certain aspects of the Tomasi prototype may have been well-known in

industry, it can be inferred from evidence in the record that it was a

unigue and creative solution to design problems then encountered with existing

nalf-height disk drives. See Cites to Memorandum, Response to Motions 203-38,

203"39, at 23"24’ 91: Batmache Decl., Atto B’ ido' “ 14-16' 51' 1430 A

genuine issue of material fact exists which requires resolution at a hearing

in the appropriate manner. GST's motion for summary determination on this

issue is denied.
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D. The Trade Secret Lieg Within the Employee's Knowledge.

GST asserts that since Mr. Tomasi had not s;gned'Tandonfs‘emplbyment and
nondisclosure agreement and he, not Tandon, had designed £h§ technology at
issue, Mr. Tomasi ls'privileged to disclose and use it in Bis future
employment. Memorandum, Motion 203-39, at 12,

Where parties have not expressly contracted for protectlon of trade
secrets, the courts may afford such protection by opetatién‘otvlaw.

California courts have utilized both the theory of an implied contract and the

theory of a confidential relationship to protect trade secrets. See plant

Indus., Inc. v. Coleman, 287 F. Supp. 636, 159 U.S.P.Q. 651, €55-57 (C.D. Cal.
1968). Milgrim defined the circumstances inder which courﬁs by cpe:ailbﬁ ot
law will grant a trade secret owner relief as follows: "(l) the exisﬁence of a
trade secret; (2) a relationship between the parties pursuant to which thq
owner's trade secrets may become known to the other party; (3) knowledg; of
the trade secret by the other party; (4) knowledge or notice thag such secret
is regarded as valuable property which is not to be used outside ot.the
relationship; and (5) use or disclosure (or, in some cases, threatened use or
disclosure) by thé party not the owner to the potential or actual detrinment of

the owner.” 1 Milgrim § 4.01.

California courts consider the employer/employee relationship to be -

confidential, Olschewski v. Hudson, 87 Cal. App. 282, 285, 262 P. 43, 44
(1927). The existence of such a relationship imposes a duty upon the employee

not to use or disclose the empioygr's confidential information to the

employer's detriment. Fidelity Apprajsal Co, v. Federal Agg:aisal Co., 217

cal. 307, 18 P.2d 950, 954 (1933)., However, to the extent that an employee
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uses his knowledge, skill, and experience such that it does not use or
threaten disclosure of a former employer's trade secrets, or breach a
reasonable restrictive covenant, a !o:me:'emﬁloyee cannotlbe restricted from
using his kriowledge, skill, and experience in competition with his former

employer. 1 Milgrim § 5.02{3]; see Futurecraft Corp. v. Glaty Corp., 205 Cal.

App. 24 279, 287-88, 23 Cal. Rptr. 198 (2d Dist, 1962). *{pjrior employment
does not impose upon the person who has been so employed i‘duty ﬂot to compete
with his former employer. It means only that an ex-employge may not use his
skills to violate the. obligations arising f:om‘thg telationship of trust of
the former employment.™ 1 Milgrim § 5.02[3). .

The rights of ownership to inventions or discoveries attributable in whole
or in part to efforts of an employee are an important element in detérnininé'
the extent to which trade secrets are protected. If an employee is hiié& ég
invent, discover, or perfect a specific item, the employee cannot claim gitiq
to the item after accomplishing'the work for which he was hi:ed.' Solomonn‘v.

United States, 137 U.S. 342, 346 (18905; 1 Milgrim § S5.02(4](a}. If an

employee is engaged entirely or partially in research and deve}opment and the
employer does not specifically designate the item or field in which the
employee is to work, "inventions made by‘an employee, although made duriné the ‘
hours of employment and with the use of his employer's materials, fécilities
and personnel, are the employee's property unless by the terms of his
employment, or otherwise, he agreed to transfer the ownership . . . of such
inventions.” (Emphasis in original.) 1 Milgrim § 5.02{4}{bl. That is, in
the absence of an express agreement, the courts will look to the nature and .

scope of the employment relationship to determine if the employee assigned the
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trade secret at issue to the employer on the basis of an implied agreement.
1d. 1In California, the court tound'that.an enployee whe turned over designs
and improvements to an employec, eéven Ehodgh some of the designs and
improvements had been developed away. from the enpioyet'h plant during
nonworking hours, constituted proof that th& employee conl?@o;qd'himtelt bound

to do so by the terms of his employment agreement. Daniel Orifice Fitting

Co. v, Whalen, 198 Cal. App. 2d 791, 18 Cal. Rptr. 659, 665 (2d Dist. 1962).

Inventions developed by an individual after termination of enployn;nt in
which trade secrets were imparted to him, beloﬁg to that 1ﬁdiv£dua1 absent an
enforceable contract requiring disclosure and assignment to the.employ;f. ni
Milgrim § S5.02{4]{d]. The question as to the moment of invention imnedlatﬁly‘
arises, however, when the invention is related to the activities of theL |
employee's former employment. A reduction to practice of an invention whiéh
occurs sho:tiy after termination may be considered evidence that the tz‘doz'
secret had been discovered prior to termination of employment. The respective
rights of the employer and the former employee to inventions :elate& to the
former employment, but allegedly finalized after the employment, requires an
acute factual and legal analysis. 14,

In 1981, Tandon decided to develop a‘hglf-height disk drive product.
Mr. Tomasi was assigned to the half-height project in 1982, FF 39-40{ 42,
Me. Tomasi, after requesting and receiving the permission of his immediate
supervisor, developed a new half-height design. FF 43. Mr. Tomasi worked
full time on this project, each day at Tandon and each night at home.. "I '
worked with Tandon's model shop and drafting department to produce component
parts and drawings., I drew off the experience and knowledge I had gained

earlier at Tandon . . . ." Tomasi Decl., Att. B, Complaint, ¢ 13. At a
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January 6, 1983, design review meeting, Tandon apparently decided to produce

the Tomasi drive. Tomasi Decl., Att. B, Complaint, ¢ 19; Huenemeier Decl.,

Att. A, Response to Motions 203-38, 203-35; 19 36-37, 40;,5&tmache Decl.,

Att. B, id., 11 28-46, Mr. Tomasi resigned fran'hia employment- at Tandon on

January 21,.1983. FFP 46. Mr, Tom&si returned the prototype after altering
ey

its appearance to Tandon on January 31, 1983. FP 47-49. 5& st aware that

the design was proprietary to Tandon and confidential information which should

not be revealed to persons outside Tandon.” Tomasi Decl.; Att. B, Complaint,

t17.

There remains a genuine issue in this investigation as to ownership of the

trade secret in gquestion., GST's motion for summary determination on this

{ssue is denied.

E. Matters Disclosed When Marketed Cannot be Trade Secret,

GST asserts that the design of the technology at issue is completely
disclosed when the floppy disk drive is marketed. Memorandum, Motion 203-39,
at 32, The law of trade secret affords no protection against a person who
discovers a particular trade secret by fair means, such as examination and
analysis of a particular product.

Secret use protects an existing trade secret, while the absence of
sufficient precautions can forfeit secrecy. 1 Milgrim §§ 2.04, 2,05(1].

Trade secret protection may be lost by disclosure of the secret's subject
matter through the sale, display, or circularization of products embodying the

trade secret, 1d. § 2.05(2]: see Restatement of Torts § 757 comment b (1939),
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The fact that a company may in the future market a product which, upon
examination, reveals a trade secret, has no bearing upon yhethe: an item is
currently a trade secret. Since the techﬁ&lo§y at issue Qis not marketed by
Tandon at tlie time at which the alleged unfair act took place (see FF 31-32,
50), the technology may still qualify as a i:ade seczet. GST's notlonltor

Y L
cofl

summary determination on this issue is denied. e
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VIi. IMPORTATION & SALE

To invoke the subject matter jurlsdicéiﬁd of the‘Commiision and to suéport
a finding that a violation of § 337 exists. a complainant must establish that
the accused product has been imported and/or sold in the Unleed States,

GST in its motion for summary determination admits to Ehe inpOttation and
sale of the disk drives at issue in this investigation; "{t]he importation and
sale of disk drives manufactured by the Reﬁpondent does not have the effect or
tendency to destroy or substantially injure a domestic industry. Motion
203-39, at 2. The last importation of the GST-Format disk d:ive occurred on
July 3, 1984, when 400 units without heads-were shipped to the United States.
FF 5. No orders for putchgses of GST's disk drives have been placed with GST
since July 1984. FF 12. |

The GST-Format disk drives at issue have been imported into the Uniiod
States through LGIC and LGIP. PF 1l-3. LGIC in its motion for summary
determination admits to its role in the importation of the :elevant.disk
drive; "LGIC has done nothing more than facilitate a normal business
transaction by as#isting in the exportation of disk drives to the United
States on behalf of GST for a standard commission.® Motion 203-33, at 1-2,
LGIP also in its motion admits to its role in the importation of thé relevant
disk drives; "LGIP did nothing more than facilitate a normal business
transaction by assisting 19 the exportation of disk d:ive‘components to GST

and the importation of disk drives into the United States on behalf of GST."

Motion 203-36' at lo



LGIP sold the disk drives at issue to Format. LGIP Answer to
Interrogatory No. 9. Two units of the GST-Format disk drive at issue were
purchased from respondent Format by Prankiin'oaea CO:potaéion in June of
1984. The box in which the GST-Format disk drive was packaged identified both
GST and Format and was marked "Made in Korea." Rodgers Dgg}.b Ate, P,
Complaint. - S

Tandon has elected not to file a motion for summary determination as to
any issue. The administrative law judge, however, is not p:eéluded,t:cn
entering summary determination for a non-movant if no factual diipute exists
and the non-movant is entitled to summary determination as a mqtte:'oé law.
See 6 J. Moore, W. Taggart, and J. Wicker, Moore's Federal Practice; 1 56.12
(1976) . |

The administrative law judge finds that there is no substantial
contzoversy as to the importation and sale of the disk drives at issue. .
Respondents have had a full and' fair opportunity to dispute this.ptoposition.
Therefore, it is the administrative law judge's ORDER OF FACTS that.GST, LGIP,
LGIC, and Format imported into and/or sold in the United States certain floppy

disk drives and components therefor. 19 C.F.R. § 210.50(e).
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VII. DOMESTIC INDUSTRY

Respondents GST, Format, Felix Markhovsky, and Mikhail Anisimov.allege
that they are entitled to summary determination as a matter of law because
there does not exist in this case an efficiently and economically operated
domestic industry. Respondents also assert that the alleged unfair methods of
compet;tion and unfair acts d4id not prevent the establishment of such an
industry: Motions 203-38, 203-39.

GST asserts that undisputed facts establish that no domestic industry
devoted to the exploitation of the conﬁidential and proprieﬁazy technology at
.issue in ;his invgstiga;ion existed on August_l,‘l984, the date at which the
complaint was filed. GST states that complainant must be producing on that.
date the‘articles alleged to’have been affected by the unfair methods of
competition and unfair acts of respondent. ‘“Tandon §dmits that not a single
trade secret or bit of Tandon technology embodied in the Tomasi prototype
currently is being exploited in the production of disk drives at Tandon.”
Memorandum, Mgtisn 203-39, at 36.

GST also asserts, as do respondents Format and Messrs. “Markhovsky and
Anisimov, that no domestic indystry exists be;ause all 5 1/4 inch half-height
direct érive dis%bdri;es sbid by Tandon iq the United States are manufactured
outéide the Uﬁi;ed States. Specifically, respondents argue that comglainéptfs
recently filed 10-K states that itsgs 1/4 inch q:iveg are produced in India
and that it anticipates that an affiliated company, Texas Peripherals, will
commence p;oduc:ion_of such drives in January 1985. Only percent of the

entire value of the TM 65, the relevant 5 1/4 inch drive, is attributable.to
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activities in the United States, and of that percent, percent is for
general and administrative expenses and percent for marketing expenses,
items not relevant to value-added calculations.

Finally, éST asserts a domestic industry was not prevented from béinq
established because Tandon is unable to show a readiness tb'comﬁence
production of a product utilizing the allegedly stolen érade secrets ané
technology. GST also argues that Tandon never made any eEEdr; to produce a
disk drive incorporating the design Eeaturesvof the Tomasi prototype, even
though a former employee of Tandon offered to prepare in one month all the
necessary Jocuments to recoastruct thé prototype, and made the decision not to
develop the prototype independent of any act of respondents., Format and
Messrs. Markhovsky and Anisimov assert that Tandon's unimpeded plans to enter
into an agreement with Tandy Corporation for the joint ownership ahd operétion
of Texas szipherals demonstrates that respondents have not pfevented the
future establishment of a 5 1/4 half-height floppy disk drive industry in the
United States.

The Cémmission customarily defines the domestié industry as the domestic
operations of the intellectual property owner and its licensees devoted to the

exploitation of the intellectual property. Certain ethods for Extruding

Plastic Tubing, Inv. No. 337-TA-110, 218 U.S.P.Q. 348 (1982); Certain Slide

Stringers and Machines and Components Thereof, Inv. No. 337-TA-85, 216

U.S.P.Q. 907 (1981); see H.R. Rep. No. 93-571, 93 Cong., lst Sess. 78 (1972).
The domestic industry is not limited to manufacturing per se but encompasses

distribution, research and development, and sales. Certain Personal

Computers, Inv. No. 337-TA-140, at 38 (1984); Plastic Tubing, supra. The
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Commission does not adhere to any rigid formula in determining the scope of
the domestic industry as it is not precisely defined in the statute, but will
examine each case in light of the realities of the ma:ketpiace. Slide

Fastener Stringers, supra; Certain Apparatus for the Continuous Production of

Copper Rod, Inv. No. 337-TA-52, 206 U.S.P.Q. 138 (1979). .

The essence of movants' claim is that because the alleéiﬁﬁstolen
technology is admittedly not being used by complainant, there is 8o domestic
industry. This s an overly simplistic view. |

Complainant has adduced substantial evidence in which to infer that when
Mr. Tomasi presented to Tandon the newly designed, direct drive floppy disk
drive, Tandon decided to manufacture a product incorporating the design. |
Tomasi Decl., Att. B, Complaint, % 19; Huenemeier Decl., Att. A, Response to
Motions 203-38, 203-39, 1% 36-37, 40; Barmache Decl., Att. B, id., 1§ 28-46.
Complain#nt's evidence further shows that because the majority of the dfavidqs
for the new drive were stolen or destroyed and the prototype deliberately
modified to render it useless, Tandon chose not to utilize the desigh:
Business exigencies indicated it would be more prudent to modify the TM 50/55
disk drive than to recreate the Tomasi design. Huenemeier Decl., Att. A,
Response to Motions 203-38, 203-39, 1% 39, 41-54, S7; Barmache Decl., Att. B,
id., 1% 60-65, 69-96, 10l. Tandon's evidence indicates that it was unable to
make available in commercial quantities a half-height, high performance direct
drive floppy disk drive until the summer of 1984. FF 52-54.

It may be inferred from the above evaluation of complainant's eviéence

that Tandon was prevented from exploiting the Tomasi design because it was

deprived of Mr, Tomasi's disk drives prototype and drawings, The inference



that Tandon was unable to exploit the Tomasi design does not in and of itself
constitute an unfair act because there remains a genuine issue in this
investigation as to ownership of the trade secret in guestion., See Opn.,
at 27-40. H;wever, additional evidence submitted by complainant, for
example, the statement by Mr. Tomasi that he "was aware that the design was
proprietary to Tandon and confidential information which should not be
revealed to persons outside Tandon" (Tomasi Decl,, Att. B, Complaint, % 17),
allows the aéministrative law judge, for purposes of summary determination, to
infer that the acts which prevented Tandon from exploiting the Tomasi design
constituted an unfair method of competition.

Tandon designs, develops, manufactures, markets, and services 3 1/2,
S 1/4, and 8 inch floppy disk drives, 5 1/4 inch 'Winchester' technology rigid
disk drives, and disk drive subsystems. Tandon currently manufactures the
following floppy disk drives: (1) the T 100, 5 1/4 inch flexible disk,
full-height drive; (2) the T4 101, S 1/4 iach flexible disk, full-height
drive; (3) the TM 50, 5 1/4 inch flexible disk, half-height drive; (4) the
™ 65, 5 1/4 flexible disk, half-height drive; and (5) the TM 848, 8 inch
flexible disk, half-height drive.l/ Huenemeier Decl., Att. A, Response to
Motions 203-38, 203-39, %9 16-20; see Memorandum, id., at 79-84. Complainant

asserts that the definition of domestic industry in this investigation

1/ percent of Tandon's net sales for fiscal years 1982, 1983, and 1984
are attributable to its sales of floppy disk drives. Serge Decl., Att. C,
Response to Motions 203-38, 233-39, Y 6., Tandon states that of the
$59,267,000 in property and equipment reported in its 1984 10-k, $43,007,000
represents capital in the United States, including manufacturing, testing,
quality, engineering, and servicing facilities. Tandon employs

"individuals in the United States who are concerned with the design
engineering, manufacturing, marketing, servicing, guality control, inventory
control, and sustaining engineering of Tandon's floppy disk drives. See Cites
to Memorandum, Response to Motions 203-38, 203-39, at 78-91l.
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includes all of Tandon's floppy disk drives for the tollcwlnq reasons:
"l) the unfair acts we:e directed to the enti:e TANDON £loppy disk d:ive line;';
2) the hal!-height GST—FORMAT di:ece dtive tloppy disk drive ccmpetes directly J
againgt the entire TANDON floppy disk drive product line: and 3) manj aspects
of the pat:fcular stolen TANDON-TomasL dizect drive design a:e Applicable to
all TANDON disk drives,’ especially the hal!-height models. ™ . 50. TM 55, ™ 65
and T™™ 848. 3 Memorandum. Response to Motions 203 38. 203-§9, at 143.: The;e '
is évidence of ‘tecord which indicates that at the time the complaine was“.
filed, Tandon manufactured the ™ 848 in the United States and manutactured h
the TM 100 and began production of the TM 65 both in the United States and
offshore. Huenemeier Decl., Att. A, Response to Motions 203-38, 203e39v
11 17-22, 27, 30, There is also evidence which suggests that Tandon adds
significant value in the United States to those floppy disk drives which it
manufactures offshore. See Serge Decl., Att. C, Responsas to Motions 203-38,
203-39, 11 10-11. -
Tandon's affidavits indicate that the TM 65 is functionally comparable to
the disk drive that would have been produced if the Tomasi design had been
manufactured by Tandon. Barmache Decl., Att, B, Response to Motions 205-38'
203-39, 11 98-103: Huenemeier Decl., Att. A, id., 1Y 50-54. The Commission's
definition of a domestic industry is not rigid and bound to the exploitation
of the intellectual property‘at i{ssue but looks to the realities of the

marketplace. The marketplace may demonstrate that the TM 65 either

constitutes, or is part of, a domestic industry. The economic impact of
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floppy disk drives which utilize the Tcnasl design on othor half-height disk
drives may 2180 lead the Commission to coaclude that thesc ncdnln should
constitute part of the donestic 1nduttry. " '

The ovigcncc shows substantial tactnal_issues and complicated legal -
questions that need fuller development to doec:ﬁin; ﬁhethdéiiﬁi;‘ ;x;sts_a.
domestic industry for purposes of relief under § 337. rotfliii‘:eason.
respondents' motion for summary determination as to this lssud.,ind the issue
whether the alleged domestic industry is ef!lciently”and ecoaau;eally

operated, ls denied.
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VIII. INJURY

Respondents assert that the alleged u#tai? acts do not ﬁave the effect or
tendency to‘desttoy or substantiaily;injute a domestic industzy ot to prevent
the establishment of such an industry. 1Injury requires ptéof7éepa:ate and
independent from evidence of an unfair act. cOmplalnantvmﬁfﬁ estaplish a
causal relationship between respondents' unfair acts in tﬁe importation of an

article and the injury suffered 2s a result of such acts. Certain Spring

Assemblies and Componénts Thereof and Methods of Their Manufacture, 1nv. No.

337‘TA‘88' 216 UoSopoQo 225' 243 (1981’-

A. Substantial Injury.

Several factors are relevant to a determination of substantial injury to e
domestic industry, including but not limited to: (1) declining sales;
(2) lost customers; (3) decreased employment; and (4) decreased production and

profitability. E.g., Certain vertical Milling Machines, Inv. No. 337-TA-133

{1984); Certain Drill Point ‘Screws for Drywall Construction, Inv. No.

337-TA-115 (1983); Spring Assemblies, 216 U.S.P.Q. at 242-45., Tandon, in
response to the motions for summary detezﬁination, alleges that the ®'peculiar
facts' of this case require scrutinization because the injury to the'démestic
industry is not susceptible to easy labelling, due to the nature and timing of
the unfair acts.” Memorandum, Response to Motions 203-38, 203-39, at 151.
Complainant relies on the Declaration of Robert Abraham, product marketing

manager for Tandon, to demonstrate that the alleged'unfait acts substantially

| injure the domestic industry. 1Id. at 1%2-53,
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Mr. Abraham states that Tandon experienced production problems with the
TM 50 and T 55 during the fall of 1982. Abraham Decl., Att. D, Response to
Motions 203-38, 203-39, § 5. M;. Abraham understood that Tandon was designing
a direct dtivé half-height floppy disk drive which it expected to release to
production in February or March 1983, Id. ¥ 6. "As a result of Tandon's
inability to deliver the specified quantity of functioning half-height disk
drives to many of its existing customers, Tandon suffered many order
cancellations which would not have occurred if Tandon had been able to solve
its production problems by introducing the new half-height disk drive

design." 2. 4 8., Mr. Abraham concludes that Tandon suffered order

cancellations in excess of million because of these problems, including:
(1) February 1983: canceled its
July 29, 1983, order for TM 55s with still on order.
(2) May 1983: canceled its January 3, 13, and
25, 1983, orders for TM 50s with million still on order.
{3) October/November 1983: canceled its August 6,

September 6, and November 1, 1983 orders for TM 55s with
million still on order.

{4) Late 1933: canceled its September 30,
1983, order for T4 50s with million still on order.
(5) Early 1984: canceled its March 18, 1983, order for
™ 50s with million still on order.
(6) April 1984: canceled its July 21, 1983, order
for T™M 65s with million still on order.
{7) May 1984: canceled its October 31, 1983,
order for TM 53Ds with million still on order.
Id. % 9.
Mr. Abraham also concludes that Tandon lost over million in business
opportunities because of its inability to deliver to

potential customers on a timely basis, including:
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(1) June 29, 1983: ‘ requested a guote. for
200,000 T 55s, delivery over a two-year period. Total value:

million., Business lost to .

{2) Spring 1983: requested a quote for 80,000 TM 55-2s and
20,000 T™ 55-4s, delivery over two years. Total Value: million.
Business lost to .

{3) Summer 1983: requested a guote for 60,000 TM 55s, one=-year
period. Total Value: million. Business lost to

(4) 19813: requested a quote for 72,000 TM 65s, delivery
over two years. Total Value: million. Business lost to

(5) 1983: requested a quote for 36,000 TM 65s,
delivery over two years. Total Value: million. Business lost to

{6) 1983: requested a quote for 30,000 TM 65s, delivery over one
year. Total Value: million. B3usiness lost to .

Id. % 10; see Memorandum, Response to Motions 203-38, 203-39, at 152-53.

From the above facts, complainant concludes:

These accounts were lost because of the inability to deliver a
suitable hnalf-height product on schedule (Abraham Decl., Att D, %410-16).
In most instances, the customers were not willing to take the TANDON
full-height TM 100 as a replacement (Id.). These were all TANDON prime
OEM accounts which have now been lost to other floppy disk drive
manufacturers (Id.)., Had the TANDON-Tomasi prototype been available in
May/June 1983, most of these sales would have been retained and TANDON
would have maintained its OEM base for these customers. (Emphasis added.)

Memorandum, Response to Motions 203-38, 203-39, at 153.

Section 337(a) states in part that it is unlawful for an owner, importer,
consignee, or agent of either, to participate in (1) unfair methods of
competition and unfair acts, (2) in the importation of articles into the
Jnited States, or in their sale, (3) the effect or tendency of which is to
destroy or substantially injure an industry, efficiently and economically
operated, in the United States, or to prevent the establishment of such an

industry. 19 U.S.C. 1337(a). All elements of § 337 must be established if

51



complainant hopes to prevail; however, the existence of each element is not
sufficient evidence to find a violation of the statute where one element is

not related to another. See generally Certain Centrifugal Trash Pumps,

337-TA-43, CD 9 (1979), The unfair methods of competitioq or unfair acts must
be in the importation or sale of the subj;ct Q:ticles such that the
combination of these two elements destroyi. substantially ihjures, or prevents
the establishment of a domestic industry. The fict that a‘éespondent imports
the articles in question into the United States at a éime f#?.;emoved from the
commission of the unfair act, does not result in a violation of § 337 if the
importation of that article is concededly not the cause of. the injury, -A
review of the legislative history of § 337 and the cases interpreting its
provisions supports this conclusion.

Section 337 appeared as part of the Tariff Act of 1930, which is, as
stated in its title, "[aln Act to provide revenue, to regulate commerce with
foreign countries, to encourage the industries of the United States, to
protect American labor, and for other purposes.” Section 337 is an example of
the constitutional power of Conéress derived from the commerce clause of

Article I, section 8, clauses 1 and 3. 1In re Orion Co., 21 U.S.P.Q. 563, 568

(CCCOP.AQ 1934)7 SeJe Charia & Co. V. United States, 103 UQSOPOQ. 252' 259"60

(Cust. Ct. 1954); see Frischer & Co., Inc. v. Bakelite Corp., 39 F.2d 247,

252-53 (C.C.P.A. 1930). The legislative history which accompanies § 316 of

the Tariff Act of 1922, the prototype of § 3317, states:

The provision relating to unfair methods of competition in the
importation of goods is broad enough to prevent every type and form of
unfair practice and is, therefore, a more adequate protection to American
industry than any antidumping statute the country has ever had.

S. REP, NO. 595, 67th Cong., lst Sess. 3, reprinted in, Legislative History of

the Tariff Act of 1930, Part 7, Sec. 337, at 1451.
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Congress enacted § 337 for the express purpose of creating a unique forum
for unfaiz acts in import trade. This purpose was recognized by the Tariff

Commission in one of its first decisions dnd:was quoted wiéh approval by the

Court of Customa and Patent Appeals .in Frischer & Co., Incs v. Bakelite Corp.:

*"The situation presented by the manufactute in the Uniitd States of
articles infringing patents is quite different from thal Pfésented by
the importation of such articles made abroad. 1In the cdsde' of the
sale of articles manufactured in the United States the infringing
manufacturer can be proceeded against and thus the unfair practice be
reached at its source. Domestic patentees have no effective means
through the courts of preventing the sale of imported merchandise in
violation of their patent rights. . . « Unless ., , . section 316 may
be invoked to reach the foreign articles at the time and place of
importation by forbidding entry into the United States of those
articles which upon the facts in a particular case are found to '

violate rights of domestic manufactute:s, such domestic manutactute:s
have no adegquate remedy."

39 F.2d4 at 259-60 (quote from the Tariff Commission decision in the case) and

In re Northern Pigment Co., 21 U.S.P.Q. 573, 580 (C.C.P.A. 1934) (quoting from

[y

Frischet).

Section 337(a) also states that when the Commission has foung an unfair
practice in import trade which violates this section, it "shall be dealt with, -
in addition to any other provisions of law." '19 U.s.C. 1337(a). Thomas 0.
Marvin, past Chairman of the United States Tariff Commission, in response to a
request by the Honorable W.C. Hawley, thén Chairman of the House Committee on
Ways and Means, underscored the importance of the Commission's ju:iédiction in
addition to other legal remedies: "Existing law, apart from section 316, is
wholly inadequate to protect domestic owners of their patent rights through
the importation and sale of infringing articles. Stoppage of importation of
infringing articles through an order of exclusion frpm entry is the only

effectual remedy. . . . Section 316 . . . affords an exclusive remedy.”
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Letter and Report of the United States Tariff Commission, 17 supp. to Tariff
Readjustment Reports on the Tariff Bill of 1929, at 10664, 10667 (Mar. 30,

1929), reprinted in, Legislative History,.supra, at 1531, Section 337 of the

Taciff Act of 1930 as ehacted is identical in substance to ﬁ 316 of the Tariff
Act of 1922, Orion, 21 U.S.P.Q. at 567.

On March 27, 1984, GST for the first time exported to tﬁe'?nited States 15
sets of the Model 48DS-S disk drive, which is alleged by complainant to
incorporate Tandon's trade secrets. FF 5. The next shipment of éo units took
place on May 4, 1984, From June 5 through June 29, 1984, GST shipped 1333
units to the United States, FF S. GST's last shipment to the United States
of 400 non-functional disk drive units took place on July 3, 1984. FP 5.

The alleged unfair acts which complainant asserts caused substantiai
injury to a domestic industry took place more than one year before respondent
first imported the Model 48DS-S disk drive to the United States. Complaint,
15-17. Tandon admits to the importance of the timing of the unfair act:
"[H]ad the TANDON-Tomasi prototype been available in May/June 1983, most of
these sales [as set forth in Mr. Abraham's Declaration]) would have been
retained and TANDON would have maintained its OEM base for these customers."”
Memorandum, Response to Motions 203-38, 203-39, at 153; see Response to Order
20/Motion 203-32, at 3. The alleged substantial injury would have taken place
even if respondents had never iﬁpo:ted the article at issue, Thus, § 337 is
not violated Qhen the unfair acts and'injuzy are substantially separated in
time from the imports so that there is no relationship between the economic
injury and the importation of the articles in issue. Cf., Certain Spring

Assemblies and Components Thereof, Inv. No. 337-TA-88, RD 5-6 (1981):
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Certain Cattle.Whips, Inv. No.37337-TA-57, RD '3 (1979);-Certain Centrifigal

Trash Pumps, Inve.No. 337-TA-43, CD % (1979) ¢ Certain Light Shields for Sonar

Apparatus, Inv. No. 337-TA-33, RO 3 (1977)3 Certain Bismuth Molybdate

catalysts, Inv..No, 3374TA<20, .RD:5 (1976). = '~ “n... . 1.0

.. There exists a genuine issue.of material fact as ta whether. or not the '
unfair acts alleged by complainant caused substantial 1njdf§ to the domeséic
industry. - It- is-undispated;-however, -that -whatever fnjury tesulééd“ftoﬁ'the
alleged urifair acts did not’ occur‘becaiuse of the¢fmp0ffitf6ﬁs:o£'tﬁe'atticié
.in issue. Seey FP 25-28, 59=62y. The importations of respondents are
disconnected-from the alleged injury:. "For this reason; I ‘find that there is
no.genuine issue of material fact in this investigation -as to the {ssue of
substantial.injusy:; Respondents are entitled to a summary determination with
respect to this issue.as .a matter of law,

: ' . : e ! v o . . N ' T . [
imioer DU I . - Lo : .

8., Tendency to Substantially Injure.

When an assessment of the market in the presence of the accused imported
product demonstrates relevant conditions or circumstances from which probable
future injury can be inferred, a tendency to substantially injure the domestic

industry has been shown., Certain Combination Locks, Inv, No. 337-TA-47, RD 24

(1979}. Relevant conditions or circumstances may include foreign cost
advantage and production capacity, ability of the imported product to
undersell complainant's product, or substantial manufactufing capacity
combined with the intention to penetrate the United States' market, Certain

Methods for Extruding Plastic Tubing, Inv. No. 337-TA-110, 218 U.S.P.Q. 348

(1982); Reclosable.Plastic.Bags,:Inv. No+ 337-TA-22 (1977)s Panty Hésé.*?ériff
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comm'n Pad. No. 371 (1972),  “Where unfair methods and acts have resulted in.
conceivadle loss of sales, a tendency to substantially injure such industry
2315 been estadblished.” H.R., REP, NO, 57!, 93 Cong.. lst Sess, 78 (1973},

sitin3, In re Von Clemm, 108 U,.3.P,0. 371 (J.C.P.A., 1955); see also

83llyv Midway Mf3, o, v, Int'l Trade Comm'n, 219 U.5.P.Q. 97, 102 (Fed. Cir.

The Jommission Oordered the institution of this investigation.on August 27,

V934, lxoti:e of Investigat;on. 419 Fed. Reg. 35,257 (Sept. 6, 1984).

S Compiainant alleged at that time that it appeared that GST and Format had the

in:en:io:'to fenetrate the United States market. Certain post-institution

activity may show, nowever, that the effect or tendency towards substantial

injury which appeared to exist at time of the notice of investigétian no
Longer exists, and that qiven this ceason the complaint should be dismissed.
357 n2s N0t shipped any of .the sudject floppy disk drives to the United

Staces singe July 3, 19384, FF 3,

[
o1y

.
-
o)
w
.

. 133 13.

Sinze Jily L. 1384, G5T nas not advertised for sale to the public in the



United States its disk drives. FF 1l4. Since July 1, 1984, GST has not placed
any advertisements in trade publications circulated in the United States that
advertise for sale GST's disk‘'drives. FF 15. Since July 1, 1984, GST has not
given or sold“any disk drive technology to another person or business entity.
FF l6. 1In opposition to GST's motion to terminate this investigation Tandon
stated that because respondents had stopped importing and
"the tendency to injure is more

theoretical than tangible at this time." Response to Motion 203-32, at 3-4.

Notwithstanding the above facts, complainant now asserts that the evidence
supports a finding that there exists a tendency to injure. GST plans to
continue to manufacture floppy disk drives. FF 18. The GST specially
designed facilities devoted to the production of tlie floppy disk drives cannot

be utilized to produce or assemble articles other than disk drives. FF 19.

. FF 18.

. FF 19,
« FF 19. GST has imported the 48DS-S disk drive to the
Jnited States (FF 5) and both Format and GST have developed brochures for
distribution throughout the United States which advertise the GST-Format disk
drives (CDX 18, 18A, Motion 203-30). Format's marketing strategy was to offer
the subject disk drives to customers in 1,000 and 10,009 quanti;ies at prices
not normelly available in the in¢ustry unless 100,000 anits are purchased.

CDx 27, Motion 203-30. Another respondent, GSC, exports computers to the
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United States. Though GSC has never exported to the United States a computer

containing a GST disk drive (FF 20) and

(FF 23), both GSC and GST are members of The Lucky-Goldstar Group
(FF 24).

A cessation by respondents of shipments of the article in issue to the
United States, and related activity, does not provide a basis to moot an
investigation. See Order No. 21, at 5 (Dec. 26, 1984). GST ﬁas also refused
to give assurances that at some future date it will not resume shipments of
the subject articles to this country. Id., at 4, citing, Conference, Tr. 537
(Dec. 20, 1984). GST's refusal,.together with those facts set forth by
complainant above, demonstrate a genuine issue exists as to questions relevant
to a determination of tendency to substantially injure. However, even if we
assume that thé evidence proffered demonstrates the existence of a foreign
cost advantage and production capacity, an ability to undersell complainant's
product, and manufacturing capacity combined with an intent to penetrate the
United States' market, an assessment of the markeﬁ in the presence of the
accused imported product demonstrates relevant circumstances from which
probable future injury cannot be inferred,

The subject disk drives are not to any appreciable extent sold
over-the-counter. They are primarily sold to personal computer original
ejquipment manufacturers (OEMs). The personal computer manufacturer contracts
in advance for particular specifications and for delivery at certain time
intervals in order to incorporate the disk drive into the computer. See,

Memorandum, Response to Motions No. 203-38, 203-39, at 153-54; FF 6l.
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There is a period of time durinq whlch the marketing of a groduct is most
opportune.: This period ot time is often referred to as the 'marketinq
window." Abraham Decl., Att, D, Reeponse ‘to Motions 203-38, 203-39, 1 13.
"This windoy.ot opéortunity.opens wnen a demand or need forra new product is
1denti£1ed.i Tne‘uindow ofwopoortunity substantiallf.cloeeddasvthe customers“
complete the selection of their vendors and enter into lonéétifﬁ'contracts'v
with tnem for the suppi§ ofﬂtne oroduct in question;' Léi | j

A demand”for ;alr-neight 5 i/; inch floppy disk drives was identitied inﬂ
the summer and fall of 1982, FF 57. The marketing uindow for this product
opened; COmputer manufacturers commenced their evaluatlon of this type ot
disk drive in the fall of 1982 and into 1983. FF 58. The manu!acturers
selected their vendors 'based upon their assessment of the quality and
performance oE the disk drives 1n question and the percelved ability ot the
manufacturer o o s in question to produce and deliver and support the requitcd
quantrty of disk drives on a reLLable long-term basis,." Abranam Decl.,

Att. D, Response to Motions No. 203-38, 203-39, 1 1l4. '

The marketing wrndow for thls product to a large extent closed once the

major customers entered the half-hexght disk drive market and selected their

vendors.

Once the relationship between a manufacturer and its vendor or
- vendors hasg.been established, it is much more difficult for
another vendor to successfully compete for future business from
4+ that manufacturer than it is before the initial vendor's
selection is made. Manufacturers spend a substantial amount of
time and effort in evaluating vendors' products from a technical
standpoint before making their selection. 1In addition, they
spend a substantial amount of time evaluating whether the
vendors under consideration are able to supply their needs on a
reliable basis. Accordingly, after vendors have been selected,
manufacturers are reluctant to go through the evaluation and
4., -+ Qqualification process with any other vendor and ordinarily do
- not do so, in the absence of a good reason, such as quality or
delivery problems with an existing vendor or a-substantially -
better price from another vendor.

1d. 1 1s.
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The marketing Qindov for half-height floppy disk drives opened in ghe
fall of 1982 and continued into 1983. Major OEMs qualified and selected
theiz vendnts for this product beginning in early 1983. !? SO. rho :
magketing window began to close once the OEMs. began to select thel: |
vendors and was substantially closed by the latter part of lsaq. if not
sooner. FP 59-62. | |

There is no genuine issue of material fact as to the t(lézﬁ?eﬂna:ket
conditions confronting the GST-Pc:mat disk drive: There is nd remaining
substantial marketing opportunity in the United States for thln dlsk
drive. Probable future injury to complainant cannot be inferred even if
we assume that the evidence to be proffered would demonstrzate the
existence of a foreign cost advantage and production capacity, ian ability
té unde:sell complainant's product, and m;nufacturinq capncity combined ”
with an intent to penetrate the United States' market. Further, the
summary determination motions were filed at the close of prehearing
discovery, and there is no evidence indicating that marketing conditions
will change in the future.

If for some reason future marketing conditions do change, cemplainant
should be permitted to seek reinstitution of this complaint. Evidence of
renewed shipments by':espondents in substantial quantities weuld be
evidence of changed marketing conditions.z/- Summary determination may.
be rendered in favor of respondent and, at the same time, the Commission

can provide that the complaint may be reinstituted under specified

changed circumstances. See, e.g., S Moore § 41.05(1].

2/ . In the months just prior to institution, importation was occurting and
complainant had reason to believe such imports would increase in tempo even if
by that time marketing opportunities were apparently substantially diminishing.

60



1 £ind there is no genuine issue of material fact in this investigation as
to the issue of Eendency to substantially injure. Respondents are entitled to -

a summary determination with respect to this issue as a matter of law.

C. “Pfeveﬁt‘the Establishment.

" fwo types of domestic industries are sheltered by the 35%39 provision
designed to pfdtecé égainst'thefpreventldn'of'an?1ndﬁstéyfs establishment:‘ :
"(1) parties which have just begun manufacturing operations and for which
§ 337 violations would have the effect or tendency of frustrating efforts to
stabilize such. operationd; and (2) parties which are about to co@néncéiif”

production 3nd' for which §337 violations would have the effectro: tenﬂencY'o£ 

frustrating efforts to found a business.” Certain Ultra-Microtome Preezing °
Attachments, 337-TA-10, 195 U.S.P.Q. 653, 656-57 (1976). The class of |
industries described in the second category are considered embryo industziei,
industries about to be ‘born. 'Id. Complainant must demonstrate a readiness to

commence production. 1d.; Certain Caulking Guns, 337-TA-139, ID 56457"60—51

(1583) .~

Tandon in its response to the motions for summary determination asserts
that as 2 domestic manufacturer of floppy disk drives it was completely
frustrated by the unfair acts of its own former employees in .its attembt to
wagin ﬁibducEIOnfin May or June 1983 of a direct drive half-height 5 1/4 inch
Tloppy disk drives  Memorandum, Response to Motions 203-38, 203-39, at.
147-48. Tandon also asserts that’'it had taken positive and overt steps to

commeénce production of the Tomasi prototype.. 1d. Finally, Tandon states that
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it cannot be faulted for failing to foresee the unfair acts or for trying to
develop an alternative design in an effort to recover from the devagtation
caused by the unfair acts, 1d. at 148,

As previously discussed in the section on substantial injury, all elements
of § 317 muét be established it complainant'hopes to p:eva#l.',rhe existence
of each element is not sufficient evidence to find a violiéibﬂiot the statute

where one element is not related to another., See generally Certain

Centrifugal Trash Pumps, 337-TA-43, CD 9 (1979). The unfair metﬁcda of
competition or unfair acts must be in the importation of tge subject articles
into the United States, or in their sale, such that the combination 6f these
two elements destroys, substantially injures, or prevents the ;stabll;huent og
a domestic industry. The fact that a respondent eventually imports the
articles in question into the United States does not demonstrate that an
unfair method of compéiition or unfair act which pteveAted the establishnéﬂé
of a domestic industry violates.§ 337 if the importation of that article did
not have the effect or tendency of frustrating a compan?'s etfo:ﬁs to
stabilize a nascent manufacturing operation or to found a business. The
discussion of the legislative history of § 337 on pages 52~54,.and the
previously described facts, support this'conqlusion.

The alleged unfair acts which complainant asserts prevented the
establishment of a domestic industry took place more than one year before
respondent imported the Model 48DS-S disk drive to the United States. FF S,
The alleged prevention of ;n industry's establishment would have takgn place

even if_respondents had never imported the article at issue. The existence of
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economic injury which may result from an unfair act, but is unrelated to

import trade, does not violate 5'337. -Cf., Certain Spring Assemblies and

Components Thereof, Inv. No. 337-TA-88, RD 5-6 (1981); Certain Cattle Whips,

Inv, No. 337-TA-57, RD‘3 (1979); Certain Centrifugal Trashlpu@gg, Iﬁv. No.

337-TA-43, CD 9 (1979); Certain Light Shields for Sonar Apparatus, Inv. No.

337-TA-33, RD 3 (1977)s Certain Bismuth Molybdate Catalystd, inv. No.
337-TA-20, RD 5 (1976).

There exists a genuine issue of material fact as to wﬁethet o; not the
unfair acts alleged by complainant prevented the establishment of a domestic
industry. There is no-genuine issue as to the relationship of the alleged
unfair methods of competition or unfair acts in the importation of the subject
articles into the United States, or in their sale, to this alleged {njury.“.
The impoz;ation'is not related to the alleged prevention. For this reason, I
find that there is no genuine issue of material fact in this investigation as
to thé issue of prevention in tye establishment of a domestic lndust:y.

Respondents are entitled to a summary determination with respect to this issue

as a matter of law.
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IX. FINDINGS OF FACT

1. LGIP on behalf of GST and Format has exported parts and
components to GST, based on parts lists provided by GST or Format, and nas
imported disk drives into the United States. LGIP, Response to Complainant

Interrogatory Nos. 1, 9 (Sept. 19, 1984).

2. LGP

. LGIP, Response to Complainant Interrogatory No. 1ll(3) (Sept. 19, 1984).

3. LGIC on behalf of GST and Format and with the assistance of LGIP
nas exported GST-manufactured disk drives to LGIP in the United States. LGIC,
Response to Complainant Interrogatory Nos. 1, 9 (Sept. 26, 1984).

4. GQT has developed four disk drives: (1) Model 48DS-S (5 1/4 inch
half-height 48TPI double-sided standard disk drive; (2) Model GFD450A (5 l/4
inch half-height 48TPI single sided disk drive); (3) Model GFD451A (5 1/4 inch
half-height 43TPI single-sided standard disk drive; and (4) Model GFD951A
(5 1/4 inch 96TPI double-sided standard disk drive). The development of
odels GFD45S0A, GFD451A, and GFD951A was completed prior to the receipt by GST
of technical information from Format. Gsf, Response to Complainant
Interrogatory No. 1 (Sept. 26, 1984).

5. GST has exported to the United States 1,408 sets of the Model

48DS~S disk drive:
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Invoice Date Quantity

3/27/84 15
5/04/84 60
6/05/84 33
6/Q07/84 200
6/09/84 200
6/20/84 300
6/26/84 400
6/29/84 200

GST, Response to Complainant Interrogatory No. 8 (Sept. 26, 1984). GST

shipped to the United States 400 disk drive units without heads on July 3,

1984. GST, Response to Complainant 2nd Interrogatory No. 2 (Nov. 27, 1984).
6., On July 20, 1984, Format guoted the following prices for its 48DS

floppy disk drive:

Quantity Price
100 3110
500 105

1000 97

Prices were effective for 60 days and delivery took 18 months. Letter from
George Evashko, Format, to Gary Rogefs, Franklin Data, Att. J, Complaint
(Jul. 20, 1984).

7.

. GST, Response to Complainant 2nd
Interrogatory No. 5 (Nov. 27, 1984).
8.
. GST,

Response to Complainant 2nd Interrogatory No. 6 (Nov. 27, 1984).
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(@]

Response to Complainant 2nd Interrogatory No. 7 (Nov. 27, 1984).

10.

. GST, Response to-Complaimints 2nd

Interrogatory No. 5 (Nov., 27, 1984). LT
e e

ll. The GST~Format disk drive is not currently av;{fébfe Eor sale in
the United States, Format, Answer to Complaint, § l1l3. o .

12,

« GST, Response
to Complainant 2nd Interrogatory No. 4 (Nov. 27, 1984).

13.

« GST,
Response to Complainant 2nd Interrogatory No. 8 (Nov. 27, 1984).

14. Since July 1, 1984, GST has not advertised for sale to the
public in the United States its disk drives. GST, Response to Complainant 2nd
Interrogatory No. 9 (Nov. 27, 1984).

15. Since July 1, 1984, GST has not placed any advertisements in
trade publications circulated in the United States that advertise for sale
GST's disk drives. GST, Response to Complainant 2nd Interrogatory No. 9

{Nov. 27, 1984).
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16. Since July 1, 1984, GST has not given or sold an? aisk drive
technology to anoﬁher'peiéoﬁ”or business entity. GST, Response to Complainant
2nd Interrogatory No. 10 (Nov. 27, 1984). ”

17. -Since July 1, 1984, GST has produced only one digk drive covered
by this:investiggﬁion, GST, Response to Complainant 2nd Interrogatory No. 1 |
(Nov. 27, 1984). | |

18.

. GST, Response to Cohplainént 2nd Interrogatory
No. 11 (Nov. 27, 1984).

197

. G87T,
Respoﬁse to Compiéiﬁanﬁ 2nd Interrogatory Nés;.l2,.l3, 15 (ﬁov. 27,vl984);
20, GSC éxports computers to the United States. Gsckhas:né;er
exported to the Jnited States a computer containing a GST éisk a}iveL céc,
Reéponse.to‘cdﬁglainéht Interrogatory Nos. 1,”57(O§t. 5, 1984}; ésc, Response

to Compléinantﬂzhd'Interrogatory‘No. 2(b) (Dec. 12, 1984).
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2L.

. _GSC. Respoﬁse to Complainant zpd
Interrogatory Nos. 1, 3 (Dec. 12, 1984).
22,
.« GSC, Response t9,
Complainant 2nd Interrogatory No. 4 (Dec. 12, 1984).
| 23,
« GSC, Response to
Complainant 2nd Intet}ogatOty No. 7 (Dec. 12, 1984).

24. LGG filed an annual report in 1982. The Eollo&ing companies
were iisted under a section entitled "The Lucky-Goldstar Group at a Glance™:
(1) Gold Star Co., Ltd.; (2) Gold Star Tele-Electric; (3) Bando Sangsa Co.,
Led. LGG, Annual Report 1982, Att. 4, Response to Motion 203-37, at 6-7; see
id., at 14, 15, 29.

“25. Tandon does not contend that thete has occurred a decline in the
production of complainant‘'s floppy disk drives as a result of sales of the
GST-Format Eléppy disk drive., Tandon, Respoﬁse to GST 2nd Interrogatory
No. 21 (Nov. 14, 1984).

26. Tandon does not contend that the profit margin on its Eloppy
disk drives had declined as a result ofiefforts to compete with sales of the
GST-Format floppy disk drive. Tandon, Response to GST 2nd Iq;etroqatory
No. 23 (Nov. 14, 1984).

27. Tandon dogs not contend that it ﬁas been Eor;e@ to loyerythe
price of its floépy di#k drive to‘compete with the GST-Format floppy disk

drive. Tandon, Response to GST 2nd Interrogatory No. 24 (Nov. 14, 1984).
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28. Tandén does not contend that it has suffe;ed a loss of royalties
or potential income from 11§ensees as a result of sales of the GST-Fo:maﬁ
£loppy disk drive, Taqdon, Response to Gsr“znd.zntezzogaidry No. 26 (Nov. 14,
1984). | . .

29, The alleged Tandon trade secréts identified lﬁ Qttacﬁment D tp
the Complaint, and_which are included in the Gsr-Fotmaé dii}jﬁfive. are not
included in any Tandon disk drive. Tandon, Response to GsT 2nd Interrogatory
Nos. 43, 44, 45 (Nov. 14, 1984). |

30. The alleged Tandon technology identified in Att#chment D to the
Complaint, and which are lncluded in the GST-Format disk driv;, are ﬁot |
included in any Tandon disk drive. Tandon, Response to GST 2nd‘1hte£togat0ty
Nos. 46, 47 (Nov. 14, 1984). | ! .

31. As of August 1, 1984, no facilities'of Tandon were devoted'téw.l
the exploitation of the trade secrets allegedly contained in the Tomasi |
prototype. Tandon, Response to .GST Interrogatory No. 60 (1984).

32. As of August 1, 1984, no facilities of Tandon were'deVoﬁed éo
the exploitation of the allegedly stolen Tandon tecﬁnology céntained in the
Tomasi proiotype. Tandon, Response to GST Inﬁerrogatofy'No. Gi (1984).

33. As of August 1, 1984, Tandon was the largest préduce: of floppy
disk drives in the wofld. Complaint § 81, at 4l.

34. Tandon's net sales for fiscal years 1981, 1982, 1983, and 1984
have increased each year: 654,152,000 (FY 81); $150,490,000 (FY 82):
$303,369,000 (FY 83); and 5400,792.000 (FY 84). ‘Tandbn 1983 Annual Repo:t;
Att. A, Complaint, at 25; Serge Decl., Att. C, Response to Motions 203-38,

203-39, 1 6 (Jan. 1985).
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35. Approximately of Tandon's net sales are attributable to
Tandon's floppy disk drive sales. Serge Decl., Att. C, Response to Motions
203-38, 203-39, ¢ 6 (Jan. 1985).

36. -Tandon's net income for fiscal years 1981, 1982, 1983, and 1984
has increased each year: $4,505,000 (FY 8l); $15,735,000 (FY 82); $23,658,000
(FY 83); $29,436,000 (FY 84). Tandon 1983 Annual Report, Att. A, Complaint,
at 25; Serge Decl., Att. C, Response to Motions 203-38, 203'39f ¥ 6 (Jan,
1985).

37. Tandon's net income for fiscal year 1984 is estimated at

million. RDX 600, Complaint, Certain Double-Sided Floppy Disk Drives, Inv.

No. 337-TA-?15, 1 28, at 26 (Dec. 6, 1984); see Att. A (Revised Version),
Complaint (Aug. 21, 1984).

38, Tandon manufactures the following disk drives: (1) TM 100, a
5 1/4 inch, full-height floppy disk drive; (2) T™ 65, a half-height, direct
drive floppy disk drive; (3) TM 848, an 8 inéh, half-height, direct drive
floppy disk drive; (4) TM 50, a half-height, belt-driven floppy disk drive;
and (5) T 101, a modification of the TM 100. Huenemeier Decl., Att. A,
Response to Motions 203-38, 203-39, % 16 (Jan. 15, 1985); Serge Decl., Att. C,
Response to Motions 203-38, 203-39, %% 7-9 (Jan. 1985).

39. Tandon introduced the first S 1/4 inch half-height floppy disk
drive into the United States in the spring of 1982, The significance of 5 1/4
inch half-height technology was that two drives could be placed into the same
space previously occupied by one full-height drive. Huenemeier Decl., Att. A,

Response to Motions 203-38, 203-39, ¢ 32 (Jan. 15, 1985).
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40, By 1982 Tandon had introduced to the market two half-height
drives. One it designated as the TM 50 (& low cost 48 TPI half—height), the
othez as the T™ 55 (e 96 TPL half-helghe which used essentlally the same
mechanics as the TM 50). Both dtives are belt-d:iven or 1nd£:ect dr1Ves.
Barmache Decl., Att. B, Response to Motions 203-38, 203-39; 4§ (Jano 16.
1985)3 Huenemeiet Decl., Att. A, Response to Moticns 203-38,7 303-39, 1 32
{(Jan. 15, 1985); Abraham Decl., Att, p, Response to Mot;ons 203-59; 203-}9:
11 3-4 (Jan. 16, 1985).

41, 1In the latter part of 1982 and the first perﬁ of 1983, Tandon
was receivisg substantial orders from its customefs for its halt-heiéﬁi
belt-driven drives, ”Sebstantial difticuity was experienced bleandoﬁ iQ
getting ihe'TM.SO to be manufacturable. Greater difficuley was being
experienced with respect to the TM 55. Huenemeier Decl., Att. A, Response'io‘T
Motions 203~38, 203-39, Y 34 (Jan. 15, 1985); see Abraham Decl., Atﬁ. D,
Response to Motions 203-38, 203-39, 11 5=7 (Jan. 16, 198%5).

42, In the fall of 1982, Mr. Tomasi was assigned to soive'péoblems
Tandon was having with the TM S0 and TM 55, Tomasi Decl., Att. B, COmélaintp
¥ 8 (Jul., 27, 1984); CX 582. Mr, Tomasi commenced work to modify or :edesigne
the TM 55 to accommodate a direct drive motor. Huenemeier Decl., ﬂtta A,
Response’ to Moticns 203-38, 203-39, ¢ 32 (Jan. 15, 1985); Barmache Decl.,
Att, B, Response to Motions 203-38, 203-39, 11 18-19 (Jan; 16, 1985).

43. Mr. Tomasi suggested that he be allowed to develop his own
concept of a‘di:ect drive éisk drive., Tomasi Decl., Att. B, Complaint, % 9
(Jul. 27, 1984); Barmache Decl., Att. B, Response to Motions 203-38, 203-39,

%1 12-13 (Jan. 16, 1985). This drive was not to be a redesign of the TM 55 or
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a difect drive TM 55. Huenemeier Decl., Att, A, Response to Motions 203-38,
203-39, ¥ 36 (Jan. 15, 1985); Barmache Decl., Att. B, Response to Motions
203-38, 203-39, 11 14, 20 (Jan. 16, 1985).

44.. By the end of 1982, Mr, Tomasi had substantially completed a
design for a half-height disk drive which incorporated a ditect drive system.
Tomasi Decl,, Att. B, Complaint, ¢ 14 (Jul. 27, 1984;.

45. Mr. Tomasi -displayed the model to Tandon management. at a design
review meeting on January 6, 1983, Tomasi Decl., Att. B, Complaint, % 14
(Jul. 27, 1984); Barmache Decl., Att. B, Regsponse to Motions 203-38, 203-39,
1 22 (Jan. 16, 1985).

46, Mr, Tomasi terminated his employment with randon.on January él.
1983, Tomasi Decl., Att., B, Complaint, ¢ 20 (Jul. 27, 1984).

47, Mr, Tomasi on January 31, 1983, returned a model and some
related drawings. fomasi Decl., Att, B, Complaint, 1 24 (Jul. 27, 1984},
Barmache Decl., Att. B, Response to Motions 203-38, 203-39, 1Y 69-73, 76=77
(Jan, 16, 1985). |

48, Some of the parts which had been on the model when it was
presented at the design review meeting had been removed or altered by
Mr, Tomasi prior to the model being returned to Tandon on January 31, 1983,
Tomasi Decl., Att. B, Complaint, §§ 25-26 (Jul. 27, 1984); Barmache Decl.,
Att. B, Response to Motions 203-38, 203-39, 1% 70, 75-80 (Jan. 16, 198S).

49. After leaving his employment with Tandon, Tomasi entered into a
business arrangement with Felix Markhovsky, Mikhail Anisimov, Herbér: Berger,
and Edward Wilka to design, develop, manufacture, and sell a 5 1/4 inch

half-height direct drive floppy disk drive. Tomasi Decl., Att. B, Complaint,
1Y 3, 21-22 (Jul, 27, 1984).
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S0, At the time Mr. Tomasi left his employment with Tandon, Tandon
did not produce a half-height, direct drive floppy disk drive. Elsner Dep.,
at 24-25, 30 (Dec. 6, 1984); Abraham Dep., Ex. 3, Staff nésponse to Motion
203-39, at 113 (Dec. 10, 1984).

51; By the spring of 1983 Tandon was able to substanglally improve
the TM 55 disk drive design relative to the one that existéd in the fall of
1982, Huenemeier Decl., Att. A, Response to Motions 203-38, 203-39, % 49
(Jan. 15, 1985).

52. Taﬂdon's first direct drive floppy disk drive, the TM 55D, was
made available to some customers about September 1983. Abraham Dep., Bi. 3,
Staff Response to Motibn 203-39, at 124 (Dec. 10, 1984); Bueneﬁeie:.occlio
Att. A, Response to Motions 203-38, 203-39, 11 49-50 (Jan. 15, 1985).

S3. Production of the TM 65, a better performance 5 1/4 inch
half-height, direct drive floppy disk drive, took place in mid to late 1984.
Barmache Decl., Att. B, Response to Motions 203-38, 203-39, f 103 (Jan. 16,
1985); Huenemeier Decl., Att. A, Response to Motions 203-38, 203;39; 120
(Jan. 15, 1985).

54. First deliveries of the TM 65 took place during the summer of
1984, Huenemeier Decl., Att. A, Response to Motions 203-38, 203-39, 1 53
(Jan. 15, 1985). .

S5. There is a period of time during which the marketing of a new
product is most opportune. The opportunity is sometimes referred to as a
marketing window and is ché:actezized by customers who are shopping for the
first time who are open-minded and select a vendor in an impartial way.
Abraham Decl., Att. D, Response to Motions 203-38, 203-39, 1 13 (Jan. 1§,

1985); Abraham Dep., Ex. 3, Staff Response to Motion 203-39, at 103-06

(Dec. 10, 1984). ’
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56, The marketing window of opportunity for half-height 5 1/4 inch
floppy disk drives opened in the summer and fall of 1982. Abraham Decl.,
Att. D, Response to Mogions 203-38, 203-39} { 14 (Jan. 16, 198S5).

57. The marketing window for half-height floppy disk drives was wide
open in the"fall of 1982 and continued into 1983. Abtahaﬂlbecl.;,Aet. D,
Response to Motions 203-38, 203-39, Y1 16 (Jan. 1§, 1sas$:ﬁiiéanau Dep., Ex. 3,
Staff Response to Motion 203-39, at 109-13, 114-17 (Dec. 10, 1984); see
Discussion, Response ‘to Motions 203-38, 203-39, at 20-22, |

58. During the fall of 1982 and continuing into i983, computer
manufacturers evaluated half-height 5 1/4 inch floppy disk drives andAsoloctcd
their vendors based upon their assessment of the quality and p;z!o:nlnco of
the disk drives and the perceived ability of the manufacturer to produce,
deliver, and support the disk drives on a reliabli long~-term basis., Abrahanm
Decl., Att. D, Response to Motions 203-38, 203-39, 1 14 (Jan. 16, 198%5);
Abraham Dep., Ex. 3, Staff Response to Motion 203-39, at 72 (Dec. 10, 1984).

59, Very little of the customer base for half-height, ﬁiréct drive
floppy disk drives was eliminated due to the efforts of competitors in
September-October-November 1982, Approximately 20 percent of the market for
this product disappeared during the spring of 1983, March-April-May. puring
June-July-August 1983, another 10 to 20 percent of the market disappeared, and '
during September-October-November 1983, another 10 to 20 percent disappeared,
Abraham Dep., Ex. 3, Staff Response to Motion 203-39, at 118, 120-22, 126-28

(Dec. 10, 1984).
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60. After the major customers chose the half-height disk drive for
their new computers and selected their vendors, the marketing window for this
product to a substantial degzee_piosed. ‘Abraham Decl.; Att, D, Reséonse to
Motions 203-38, 203-39, 1 15 (Jan.blﬁ. 1985); Abraham Dep., Ex. 3, Staff
Response to Motion 203-39, at 72 (Dec. 10..1984).

61. A marketing window never closes because inévltiﬁiy there are new
opportunities. However, most of the prospective customers havé a}:eady gigned
with a vendor and it is extremely difficult to take business away from a
competitor. Original equipment manufacturers spend a subséantial amount of
time and effort in evaluating vendors' products from a technical standpoint
and from a standpoint of whether a vendor will be able the suppiy the OEMs'
needs on a reliable basis. Once a vendor has been selected, manufactucers é;e
reluctant to go through this process with any other vendor and o:dlnatiiy do '1
not do so absent a good reason, such as quality or delivery problems or & ,Q:
substantially better price. Abraham Decl., Att. D, Response to Motions
203-38, 203-39, § 15 (Jan. 16, 1985); Abraham Dep., Ex. 3, Staff Response to
Motion 203-39, at 104, 130 (Dec. 10, 1984).

62. As major companies qualified and selected their vendors for
half-height floppy disk drives, the marketing window began to close in early
1983 and was substantially closed by mid-1984. Of the customer base for this -
product perceived by Tandon in September 1982, only 10 or 20 percent of this
base was available by August 1984, Abraham Decl., Att. 6, Response to Motions
203-38, 203-39, Y 16 (Jan. 16, 1985); Abraham Dep., Ex. 3, Staff Response to

Motion 203-39, at 129-31 (Dec. 10, 1984).
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X. CONCLUSIONS OF LAW

1. The U.S. International Trade Commission has juzisdietion over unfair
methods of competition ;nd unfair acts in the importation into or sale in the
United Statéé of products the effect or tendency of which il to destroy or
substantially injure an industry, efficiently and economlcdil?;Ope:ated, in
the United States. 19 U.S.C. § 1337. |

2. The Commission has subject matter jurisdiction over the floppy disk
drives and componentg.the:eof at issue in this investigatién that have been
imported into or sold in the United States. Opn., at 12,

3. Any party may move for a summary determinatioﬁ in his favo::upon all
or any part of the issues to be determined in a § 337 invéstigation.  The
determination sought by the moving party shall be rendered if the pleadings
and any depositibns, admissions on file, and affidavits show that there is no .
genuine issue as to any material fact and that the moving party is eneitied to
a summary determination as a matter of law. 19 C.F.R, § 210.50..

4, The administrative law judge, in ruling on a motion for summary
determination, should not resolve any material factual issue. 1If there is
such an issue it should be resolved at a hearing in the appropriate manner.
Opn., at 20-21,

S. All inference of facts from the evidence proffered must be viewed in
a light most favorable to the party opposing the motion. Any reasonable doubt
should be resolved against the movant. Opn., at 20-21, 22-26.

6. Misappropriation of trade secrets is an unfair method of competition

or unfair act which falls within the purview of § 337. Opn., at 27-28.
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7. There are genuine issues of material fact as to the existence of the
alleged unfair methods of competition and unfair acts. Opn.; at 27-40.

8. To invoke the subject matter jurisdiction of the Commission and to
support a f;pding that.a violation oﬁ § 337 exists, a complainant must
establish that the accused product has been imported and/ot sold in the United

States. Opn., at 41.

9. There is no substantial controversy as to the importation into and
sale in the United States by certain respondents of the subject flopﬁy disk
drives and components therefor. Opn., at 41-42, |

10. Domestic industry is customarily defined as the domestic épo:atiohs
of the intellectual property owner and its licensees devoted t& tha.';L'
exploitation of the intellectual property. The domestic indust:y 1q not
limited to manufacturing per se but encompasses distribution, research and'
developmené, and sales. The Commission does not adhere to any rigid formuls
in determining the scope of the‘domestié industry but will examine each case
in light of the realities of the marketplace. Opp., at 43-4S.

11. The evidence shows substantial factual issues and complicated legal
questions that need fuller development to determine whether théze exists an
industry, efficiently and economically operated, in the United States for
purposes of relief under § 337. Opn., at 43-48.

12, 1Injury requires proof separate and independent from evidence of an
unfair act. Complainant must establish a causal relationship between
respondents' unfair acts iﬁ the importation of an article and the injury

suffered as a result of such acts. Opn., at 49, 51-34.
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13, There is no genuine issue of material fact as to the relationship of
the alleged unfair methods of competition or unfair acts in the importation of
the subject articles to the Uniged States, or in their sale, to the alleged
substantial injury to £he domestic industry or the alleged prevention of the
establishmeﬁt of such an industry. Opn., at 49-55, 61-63,

14. There is no genuine issue of material fact as to gg;Tgileged tendency
to injure the domestic industry. However, if for some reason marketing
conditions in the future change, complainant should be permitﬁed to seekl
reinstitution of the complaint. Evidence of renewed shipménts by respondents

in significant quantities would be evidence of changed marketing conditions.

Opn., at 55-610
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XI. INITIAL DETERMINATION AND ORDER

The administrative ;aﬁ judge hereby denies in part téspbndents
Lucky-Goldstar International, Luckf-Goldsta: International (America),
Lucky-Goldstar International (Pacific), The Lucky-Goldstar.Gtoup, Gold star,
and Gold Star Telg—EleQﬁric's motions for summary determination as to the
alleged unﬁii:‘ﬁethods,of competition or unfair acts. The adnihiéttatiyg law
judge also denies in part those saﬁe respondents and respondents Pormat and
Messrs, Anisimov and Markhovsky's motions for summary dete?minatioﬂ as to the
alleged existence of an industry, efficiently and economically opofatéd;-in
the United States., Finally, the request of certain :espondents.thdevthc'.:
administrative law judge recommend to the Commission that it awazd‘:easonabié
attorney's fees and costs is denied. ‘

The administrative law judge finds that there is no substantial 1l *K.
controversy as to the importation and sale of the disk drives at issue by
respondents Gold Star Tele~Electric, Lucky-Goldstar Internationai.
Lucky~-Goldstar International {(Pacific), and Format. The administrative law
judge is not precluded from finding facts for a non-movant if no factual
dispute exists, Therefore, it is the administrative law judge's finding of
fact that GST, LGIP, LGIC, and Format imported into and/or sold in the United
States ?ettain floppy disk drives and components therefor. 19 C.F.R.

§ 210.50(e).

The administrative law judge hereby grants in part respondents
Lucky-Goldstar International, Lucky-Goldstar Inte:ﬁational.(gmgrica),
Lucky-Goldstar International (Pacific), The Lucky-Goids;ar Group, Gold sia:;.

Gold Star Tele-Electric, Format, and Messrs. Anisimov and Markhovsky's motions

for summary determination:
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(1) It is the administrative law judge's ORDER OF SUMMARY
DETERMINATION that there is no genuine issue of material fact as to
the relationship of the alleged unfair methods of competition or
unfair acts in the importation of the subject articles to the United
States, or in their sale, to the alleged substantial injury to the

domestic industry or the alleged prevention of the establishment of
such an industry.

. (2) It is also the administrative law judge's ORDER OF SUMMARY
DETERMINATION that there is no genuine issue of material fact as to
the alleged tendency to substantially injure the domedtid. {ndustry.
However, if for some reason marketing conditions as definéd in this
opinion at pages 55-60 in the future change, complainant should be
permitted to seek reinstitution of the complaint. Evidence of renewed
shipments by respondents in substantial quantities would be evidence

"of changed marketing conditions.

Based on the foregoing opinion, findings of‘fa;t. conclusions of law, and
the record as a whole, and having considered all pleadings aqd a:gunenﬁé.‘;t
is the administrative law judge's INITIAL DETERMINATION that th;ri 18 no
violation of § 337 of the Tariff Act of 1930, as amended, in the importation
into or sale in the United States of certain floppy disk drives and componénts
therefor. The administrative law judge hereby CERTIFIES to the Commission
this Initial Determination together with the relevant motions, pleadings,
depositions, affidavits, interrogatories, and other materials that would be
admissible in evidence or otherwise usable at trial.

In accordance with Rule 210.44(b), all material found to be confidential
by the administrative law judge under Ruie zio.s(a) is to be given in camera
treatment for five years from the termination date of this lnvestigafién;

The Secretary is instructed to serve a public version of this Initial
Determination upon all parties of record and the confiden£1a1 version upon all
counsel of record who are signatories to the protective order issued by the

administrative law judge on September 6, 1984. To expedite service of the
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public version, counsel is hereby ordered to serve on the administrative law
judge by no later than April 30, 1985, a copy of this Initial Determination

with those sections considered by the pa:ﬁy'éo be confidential bracketed in

red ink.

This In1;£a1 Determination shall become the determination of the
Commission 30 days after its‘date of service unless the Canﬁiision within
thogse 30 days shall have ordered review of this Initial Detezmina@ion, or
certain issues herein, pursuant to Rules 210.54(b) or 210,.5S. .19 C.P.R
§ 210.53(h). | |

Any party to this 1nvestigétion may request a #eview by the Commission of
this Initial Determination by filing with the Secretary a petition !ozbfcviev'
except that a party who has defaulted may not petition for review of any issue
regarding which the party is in default. A petition of review shall be filed

within five (5) days after the service of this Initial Determination. | 3

19 C.F.R. § 210.54(a).

So ordered.

Sidney Harri
Administratdve Law Judge

Issued: April 26, 1985
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