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I. INTRODUCTION

Japan’sintellectualpropertylandscapecontinuesto evolve. Legislation

governingtrademark,copyright,andpatentlaw hasall beenrevisedin recentyearsto

reflectchangesin technology— mostnotably, theproliferationglobal communication

networksandtheInternet. Simultaneously,Japanesecourts,taxedto their limits, have

hadto hearanever-growingnumberofintellectualpropertycasesbroughtby

increasinglylitigious Japaneseintellectualpropertyowners,andhandeddowndecisions

with importantconsequencesfor ownersofintellectualpropertyin Japan.

In particular,theDiet revisedJapan’spatentlaw to reflectchangesin thenature

ofintentionsandinfringementin theageofcomputersoftwareandglobal computer

networks.Japan’sunfaircompetitionstatutewasalsorevisedto createasafeharborfor

InternetServiceProviders(“ISPs”), andits trademarklaw wasrevisedto incorporate

provisionsagainstcybersquatting.

Simultaneously,Japanesecourtshandeddowndecisionsenhancingtherightsof

ownersoffamoustrademarks,enjoiningtheuseoffile-sharingsoftware,approved

previouslyunheardoflevelsofdamageawardsin patentinfringementcases,and,in one

veryrecentdecision,potentiallydestabilizedthepatentmanagementsystemsofJapanese

corporationsby ruling in favorofan employee-inventorseekingenhancedcompensation

for theassignmentofhis inventionto his employer.

Theseandotherdevelopmentsarediscussedbelow.



II. TRADEMARKS & UNFAIR COMPETITION

A. Dilution

In thefirst decisionof its kind, theJapaneseSupremeCourt expansively

interpretedprovisionsofJapan’strademarklaw to encompasstheconceptof trademark

dilution.1

Thefactofthis case,which tookeight yearsto resolve,areasfollows: defendant

MadrasK.K. registeredthemarkL’AIIR DU TEMPSin katakana(t-”-—’~K~ ~‘ b-’) in

1988for personalaccessoriesandothergoodsin InternationalClass21. In July 1992,

ParfumsNinaRicci (“Nina Ricci”), which ownedatrademarkregistrationforthemark

‘L’AIR DU TEMPS’ in Romancharactersonly, petitionedtheJPOto invalidateMadras’

mark. It shouldalsobenotedthatNinaRicci usedthemark in katakanacharacterson its

productpackaging.

NinaRicci filed apetitionto invalidatetheMadrasregistrationwith theJapanese

PatentOffice (“JPO”) AppealBoardon groundsthat theregistrationviolatedSection

4(l)(xv) oftheJapaneseTrademarkLaw.2 Thepetitionwasdenied.

Nini Ricci thenappealedto theTokyo High Court, whichaffirmed theJPO

decision,ruling in particularthat, while theL’AIR DU TEMPSmarkwaswell knownto

perfumedealersandconsumersof luxury perfumes,it wasnotwell knownto thegeneral

public. Further,andsomewhatinexplicablygiventhatbothmarkssharedtheidentical

katakanarepresentation,thecourt ruledthat themarksdifferedin pronunciation.Based

on thisreasoning,thecourtconcludedthatconfusionbetweenthe subjectmarkswas

unlikely.

TheJapaneseSupremeCourtexplicitly rejectedthesefindings,ruling in particular

thatNina Ricci’smarkswerefamousamongconsumers,thatthemarkswereidenticalin

pronunciationandthatthe goodscoveredby therespectivemarks— perfumes,on one

ParfumNina Ricci v. Madras,KK, Heisei10 (gyo hi) 85, July 11,2000. Englishtranslationand

commentaryby Misao Toba, “JapaneseSupremeCourtAddressestheQuestionof ‘Likelihood of
Confusion’ for theFirst Time,” TheJournaloftheJapaneseGroup ofAIPPI, Vol. 26,No. 6, at331
(November2001).
2 LawNo. 127 of April 13, 1959,asamended.“Trademarkregistrationsshallnotbeeffectedin thecaseof
the following trademarks:... (xiv) trademarkswhich areliable to causeconfusionwithgoodsor services
connectedwith anotherperson’sbusiness...”Translationin JapaneseLawsRelatingto Industrial
Property,AWPL Japan,at 153 (1997).
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hand,and“cosmeticaccessories,”on theother,weresufficientlyrelatedthatconsumers

wouldbelievethat thegoodsoriginatedfrom closelyrelatedbusinesses.

Most significantly, thecourtexplicitly embracedthe conceptsof dilution and

“free-riding” within thecontextofArticle 4(1)(xv) oftheJapaneseTrademarkLaw,

statingthatthepurposeofthissectionis to “preservethedistinctivecharacteroffamous

orwell-knownmarksandto preventanotherparty from taking afreeride andto prevent

dilution so asto protectboth thegoodwill oftheholderofsuchfamousorwell-known

marksandtheconsumer.”3

By sodoing, theSupremeCourtcreatednewlaw, therebymarkingasignificant

expansionoftheconceptof“likelihood ofconfusion”in Japanesetrademark

jurisprudencewith regardto famousmarks.4

B. PosthumousEnforcementof Publicity Rights

Section4(viii) oftheJapaneseTrademarkLaw prohibitsregistrationof

trademarkscomprisedoftheportrait, nameorpseudonymoffamousindividuals. This

provision,however,is construedto applyonlyto living individuals. Theheirsor

successorsin interestto thesefamousnameshavethereforenotbeenableto take

advantageofthisprovision.5

Reflectingatrendemergingin JPOpractice,however,anoppositionto

registrationofamarkcomprisedofthenameofafamousdeceasedindividual was

sustainedon groundsthatits registrationwould contravenepublicorderandmorality

underSection4(vii).

In this case,two individualsfiled an applicationto registerastylizedversionof

themarkEiNSTEiN for clothing. All rightsto thenameandlikenessofthefamous

physicist,however,areownedby Israel’sHebrewUniversity. TheJPOinitially

approvedthis application,butHebrewUniversityopposed,arguingthatregistrationof

themarkwould contravenepublicorderandmorality.

Id. at 332.
‘~ Seealso Shusaku,Yamamoto,“SupremeCourtAccepts‘Dilution’ TrademarkProtection,”I.P. Japan,
No. 10, at 10 (Spring/Summer2001).
~OppositionNo. Neisei11-90972,December12, 2000. CasesummarizedinShusaku,Yamamoto,
“TrademarkProtectionforNamesof theDeceasedandFamous,”I.P.Japan,No. 11,at 10 (Spring/Summer
2002).
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TheJPOagreed,holdingthatregistrationofthemarkcomprisingtheEiNSTEiN

namewithout authorizationfrom his heirsor assignswould insultthenameandhonorof

AlbertEinstein,violateJapan’strustwith othercountries,and“contravenegood
6

internationalrelations”by exhibitingpoormoralconductin business.

Whetheranod to realpolitik orprinciple,this casedemonstratesthatpublicity

rightsoffamousindividualscanbeposthumouslyprotectedunderJapan’strademarklaw,

andthattheJPOis increasinglywilling to refuseto registermarkscomprisingthenames

of suchindividuals.

C. Cybersquatting— Revisionsto Unfair Competition PreventionAct

OnJune29, 2001,theJapaneseDiet amendedtheUnfair Competitionand

PreventionAct (“UCPA”) to includecybersquattingasanewcategoryofunfair

competition.7 Theamendmentmarksamajorstepforwardfor trademarkownersin Japan

seekingto cancelregistrationsof domainnamesincorporatingtheirtrademarks,and

appearsto codify theholdingoftheToyamaDistrict Courtin KK Jaccsv. Nihonkai
8Pakuto.

In thiscase,thedefendantregisteredthedomainnamewww.iaccs.co.ipwith

JPNIC,theJapanesedomainnameregistrar.This domainnamelinked to awebsite

offeringDefendant’slow-costtoilets andcellulartelephones.9Plaintiff Jaccs,whichhas

branchoffices throughoutJapan,hasbeenprovidingcredit cardservicesin Japansince

1976. Theterm“JACCS” is theabbreviationof“JapanConsumerCredit Service.”10

Theissueraisedby this case,whichJapanesecourtshadneverbeforeaddressed,

waswhetheradomainnameconstitutedan “indication” ofgoodssuchthat its

6 Id. at 11.

~ for PartialAmendmentof the UnfairCompetitionPreventionAct, LawNo. 81 (June29, 2001). For
summaryandtranslation,seeTeruoDoi, “Preventionof Cyber-squattingandProhibitionofBriberyof
ForeignPublicOfficials in InternationalBusinessTransactions,”Patents& Licensing,Vol. 31,No. 6, at7
(December2001) (hereinafter,‘Teruo Doi”).
8Heisei 10 (wa) 323, ToyamaDistrict Court(December6, 2000).
~Fortranslationof decision,seeKennethL. Port, “JapaneseIntellectualPropertyLaw in Translation:
RepresentativeCasesandCommentary,34 VanderbiltJ.Transnat’lL., 847 — 869 (2001).
10 TeruoDoi, at 10.
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unauthorizedregistrationwould constituteaviolation of Sections2(1)(i) or2(l)(ii) ofthe

UCPA.”

Thecourtdecidedin favor ofJACCS,ruling thatadomainnamecouldbe an

indicatorofsourceundertheUCPA. Specifically,thecourtobservedthattheJACCS

trademarkwasfeaturedprominentlyon thedefendant’swebsite.“As such,” thecourt

continued,“the domainnameasusedaspartofthewebpageitself functionsto

distinguishthesourceororiginofgoodsthat appearon thewebpage.”’2 Having

overcomethishurdle,thecourteasilyfoundthattheplaintiffs markwas famous,and

thatthedefendant’sregistrationofthedomainnameconstitutedanactofunfair

competitionunderSection2(1)(i) and2(1)(ii) oftheUCPA.

In thewakeofthis decision,theDiet amendedtheUCPA by addingto thelist of

actsdefinedasunfaircompetitionin Article 2, the actof“acquiringorpossessing,for the

purposeofmakingunfairprofit or injuring anotherperson,a domainnameidenticalor

similarto a specific indicationofgoods,etc.ofsuchperson(i.e.,aname,tradename,

trademark,orservicemark).. . orofusingsucha domainname.”13 Theamendmentalso

explicitly exposescybersquattersto damages.’4

Thus,underthe amendedUCPA, whichenteredinto forceonDecember25, 2001,

ownersof trademarksin Japan,andin particular,ownersoffamousmarksnotregistered

in Japan,cannow takeadvantageofa statuteaimedspecificallyagainstcybersquatters.

Thisplacesplaintiffs in Japanroughlyonparwith plaintiffs in theUnitedStates,who can

takeadvantageoftheAnti-cybersquattingConsumerProtectionAct (ACPA).’5

‘~ “Acts of Unfair Competitionunderthis Act shallbethefollowing: (i) theactof usingasone’sowngoods
or indication(meaninganame,tradename,mark, trademark,wrappingor containerof goodsrelatedto a
person’sbusiness),identicalor similar, to anotherparty’s indicationwidelyknownamongconsumers.

[or] (ii) the actof usingas one’sown anindicationidenticalor similar to anotherparty’sfamousindication
of goods...“ Translatedin ChristopherHeath,TheSystemof Unfair CompetitionPreventionin Japan,at
294-95 (2001)..
12 See,translationof KennethL. Port, 34 VanderbiltJ.Transnat’lL., at 888.
13 UCPA § 2(l)(xii). Translationby TeruoDoi, at 15.
14 UCPA, § 5(2).
1$ 15 U.S.C.§ 1125(d).
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D. UncleanHands Under Unfair Competition Law Limited

On September26, 2001,theTokyo High Courtissuedadecisionthat appearsto

limit theavailabilityofthe“uncleanhandsdefense”in casesbroughtundertheUCPA.’6

In this case,plaintiffK.K. LeisureProducts,ahandbagmanufacturer,suedYubi-

shafor its manufactureandsaleofhandbags,theform ofwhich allegedlyimitatedthat of

LeisureProduct’sbags,in violationof Article 2, paragraph(1)(iii) oftheUCPA.’7

LeisureProductsfiledits complaintwith theTokyo District Court.

Simultaneously,Yubi-shafiled acomplaintwith theOsakaDistrict Courtseeking

aninjunctionagainstLeisureProduct’scontinuedsaleofits bagsbecausethebags’labels

andsalesmaterialmisrepresentedthematerialcompositionofthebagsandfalsely

designatedtheorigin ofthebags(i.e.,New York ratherthanChina), in violation of

Section2, Paragraph1(xii) oftheUCPA.

Ruling first, theOsakaDistrict Court foundin favorofYubi-sha,enjoining

furthersalesof LeisureProduct’sbagsbecauseLeisureProductshadfalselydesignated

theoriginof its productsaswell asthematerialcompositionof its bags.

TheTokyoDistrict Court,however,ruled in favorofLeisureProducts,holding

thatYubi-sha’sbagsimitatedits bagsin violationof theUCPA, andspecificallyrejected,

without explanation,Yubi-sha’s“uncleanhands”defense.

Yubi-shaappealedthis decisionto theTokyoHigh Court,which affirmedthe

lowercourt’s rejectionofthe“uncleanhands”defense,holdingspecificallythat Leisure

Products’smisleadingclaimsregardingtheorigin andmaterialcompositionof its

productsdid not excuseorotherwisemitigateYubi-sha’s manufactureandsaleofits

copy-cathandbags.

Thesignificanceofthis caselies in therefusalofthecourtsto allow an unclean

handsdefenseby a defendantin anunfaircompetitionaction. Rather,it appearsJapanese

courtswill requiredefendantsto file aseparatecomplaintallegingthebasisoftheirunfair

competitionclaim againsttheplaintiff in theoriginalcase.

16 Yubi-shaSangyouKK. etal. v K.K LeisureProducts,Judgmentof theTokyo High Court, September

26,2001,reportedin Muratake,Reiki, “Tokyo High CourtRefusesto Extendthe ‘UncleanHandsDefense’
FromInfringementClaimsto Violationsof theUnfair CompetitionPreventionAct,” CASRIPNewsletter
(Autumn2001),uponwhich this sectionis based.
17 “The actof transferringor dealingin (including thedisplayfor suchpurpose),exportingor importing
goodsthat imitatethe form of anotherparty’sgoods..,providedthatno more thanthreeyearsfromthe
dateof first commercialcirculationhaveelapsed.”(TranslationinMuratake,Reiki, id.)
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E. Standing to Appeal JPO Decisionby Joint Owners

In adecisionwith importantimplicationsforjoint ownersofJapanesetrademarks

andpatents,theSupremeCourtruledthat, in casesinvolving jointly ownedtrademarks,

all ofthejoint ownersdo nothaveto beincludedaspartiesin anappealofaJPOdecision

to theTokyoHigh Court.18

In this case,plaintiffs, nineoftheelevenownersofajointly ownedtrademark

MIZUSAWA UDONfor udonnoodles,appealeda decisionby theIPO invalidatingtheir

trademarkon groundsofdescriptiveness.TheJPO’sdecisionwasbasedon the

geographicallydescriptivenatureofthetermMIZUSAWA, andthegenericnatureofthe

term“udon.”

Without reachingthemerits,theTokyoHigh Court dismissedthe complaint,

ruling thatbecauseall ofthejoint ownerswerenotnamedin the appeal,theplaintiffs

lackedstandingto bringtheappeal.

TheJapaneseSupremeCourtoverturnedthis decision,ruling thatthe appealin

thenameofsome,butnotall, ofthejoint owners,couldgo forwardbecauseit wouldnot

harmtheinterestsoftheunnamedjoint owners,andbecausetheseriousnessoftheeffects

of invalidatingatrademarkforthenamedownersoutweighedanyharmthatmight result

to theunnamedowners. In dicta, theCourt alsorecognizedthefluid natureofbusiness

relationships,in whichtheinterestsofindividualjoint ownerscanchangeover time.

To reachthis conclusion,theCourtappliedaflexible “rule ofreason,”whichwill

mostcertainlybe followed by lowerJapanesecourtsin thefuture. Jointownersof

trademarksandpatentswhoappealaninvalidationdecisionby theJPOshouldtherefore

beableto reasonablyexpectthatthe appealscourtwill reachthemeritsof theircase

regardlessofwhetherall ofthejoint ownersarenamedin theappeal.

‘8K.K. Tamaruya,etal. v. UK MakiShoji, et al., JudgmentofTokyo High Court, CaseNo. 2001 (gyo-hi)
12,February28,2001. Translatedandanalyzedin Fujino,Jinzo,“Trademark/AdministrativeLaw:
Standingto Sue,”AIPPI (Japan)CaseReporter,forthcoming.
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F. Retail Services

TheJPOandJapanesecourtscontinueto denytrademarkregistrationfor marks

identifyingretailservices,asdemonstratedrecentlyby theTokyo High Courtdecisionin

Esprit Int’l v. Comm‘r ofJapanesePatentOffice.19

In this case,Esprit Int’l appealedtheJPO’srefusalto registerits markESPRIT

forretail servicescoveringthesaleof goodsmanufacturedby others. TheTokyo High

Courtaffirmed therefusalto register,statingthatactivitieswhich incidentallyinvolve the

transferofproducts“arenot independentobjectsoftrade,andassuch,do notcorrespond

to serviceslisted in thetrademarklaw.”20

Thus,majorJapaneseretailerssuchasTakashimayaandMitsukoshi,aswell as

foreignretailerssuchasWalmartandToys “R” Us, remainunableto registermarksfor

theirretail servicesin Japan,in contrastwith practicein theEuropeanUnion andthe

UnitedStates.However,thesebusinessesarestill entitled to protecttheirnamesunder

Japaneseunfair competitionlaws.

G. UseofTrademarks onComputer Networks

In oneadditionaldevelopment,Japanesetrademarklaw wasrevisedto explicitly

expandthescopeof trademarkprotectionto trademarksusedon computernetworks.

Undertherevisedlaw, useof aservicemarkwill includethedisplayofthemarkon a

computerscreenusedin connectionwith servicesprovidedovertheInternet.2’

III. COPYRIGHT

A. File Sharing/MP3 Case

Consistentwith developmentsin theUnitedStates,theJapanesearetaking

aggressivestepsto enjointheuseof file-sharingsoftware. Forexample,in thefirst ruling

of its kind in Japan,aKyoto court imposedaY400,O0Ocriminalpenaltyagainsttwo

individualsfor using suchsoftwareto makecertainbusinesssoftwareprogramsavailable

for transmissionto Internetusers. In asummaryorderissuedin March 2002,whichwas

‘~ Heisei12 (gyo-ke) 195,January31, 2001,summarizedin ShusakuYamamoto,I. P. Japan,at 12
(Spring/Summer2002).
20 Id. at 13.
2? “LegislativeandPracticeChanges.Reviewof PatentandTrademarkLaw,” JPO,availableat
www.jpo.go.jp/infoe/patent_law.htm.
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widelyreportedin thepress,thecourt ruledthat thisactconstitutedcopyright

infringement.22

Subsequentto theoriginal arrestofthetwo defendantsin November2001,

separatecriminal chargeswerefiled by theJapaneseSocietyfor theRightsofAuthors,

ComposersandPublishers(JASRAC)andtheRecordingIndustryAssociationofJapan

(RIAJ) againstthetwo defendantsfor makingMP3 files from compactdiscsand

transmittingthemovertheInternet.

Thearrestsandsubsequentconvictionsof thetwo individualsrepresentthe first

timecriminalpenaltieshavebeenimposedunderJapanesecopyrightlaw for usingfile-

sharingsoftware,animportantvictoryfor theJapaneserecordingindustry.

In a subsequentdecision,theTokyo District Court issuedaprovisionalinjunction

(similar to apreliminaryinjunctionin theUnitedStates)againstMMO Japan,Ltd., for

operatingits Internetfile-sharingservice,called“File Rogue.”23 FileRogueis alsothe

nameofthe softwaredistributedfor freeby MMO, which allowedusersto copyand

transmitMP3 files containingmusicalworkscontrolledby JASRAC. In thiscase,the

courtruledthattheactofdistributingthesoftwareandmakingtheMP3 files availableto

thepublic infringedthecopyrightowners’reproductionandtransmissionrights.

Furthermore,thecourt ruledthat, eventhoughtheMIP3 fileswereexchangedby

individual networkusers,MMO wasnonethelessliablebecauseit placedthesubject

musicalworksin atransmittableformat,andprofitedfrom thetransmissionofthese

works.

This caseis alsonoteworthybecauseoftherelativebrevityofthecourt’s

deliberationsbeforeissuingits order— just two months,which is highly unusualfor the

Japanesecourts.

MMO no longerdistributesits software,but indicatedthat it mayappeal.

Accordingto publishedreports,thecompanywasalso consideringestablishinga

22 JASRACNewsRelease,March26,2002,availableat www.jasrac.or.jp/ejhp/news/2002.0326.htm.

23 JASRACNewsRelease,April 11, 2002,availableat www.iascrac.or.ip/eihp/news/2002.0411 .htm. See

also, “InternetSong-SwapSite LosesCase,”AsahiShimbum,April 11,2002.
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mechanismto pay royaltiesto theownersofcopyrightedworksdistributedthroughFile

Rogue,therebytakingstepssimilar to thoseattemptedbyNapsterin theUnitedStates.24

B. UsedTV GameSoftware

In anothersignificantdevelopment,theTokyo andOsakahigh courts,in separate

cases,ruledthat thesaleofusedTV gamesoftwarewaslegal.25 As reportedin the

CASRIPNewsletter,Winter, 2001,thesedecisionsby thetwo leadingIP courtsin Japan,

resolvedconflicts amongthelower courtsregardingthesaleofusedTV gamesoftware,

althougheachcourt tookadifferentpathto reachits decision.

BothcourtsfoundTV gamesoftwareto beacinematographicwork, asdefinedin

Article 2, Para.3 oftheJapaneseCopyrightAct. Ownersofcinematographicworksare

generallyentitledto controltheirdistribution. However,theTokyoCourtnotedthatthe

distributionright with respectto suchworks is intendedto controlthedistributionof a

relativelysmall numberofcopiesto theaters.Becausegamesoftwareis not distributedto

theaters,but rathersolddirectly to consumers,andbecauseprotectionofcinematographic

worksunderJapanesecopyrightlaw “is aimedattheuniquedistributionsystemfor

movie film,” thecourtrefusedto recognizeadistributionright for suchworks,and

therebyconcludedthatthesaleofusedTV gamesoftwarewaspermissible.26

TheOsakaHigh Court,by contrast,ruledthat an ownerof TV gamesoftwarewas

entitledto aroyaltydistribution,but ruledthat thesaleofusedTV gamesoftwaredid not

constitutecopyrightinfringementbecausetheright hadbeenexhaustedunderthefirst

saledoctrine. Preventingthedistributionofsuchworks, thecourtwrote,would “interfere

with thefreeflow ofgoodsin themarket.”27

Theimpactofthis decisionis expectedto extendbeyondTV gamesoftwareto

othertypesof usedsoftwareandvideotapes,althoughbothpartieshaveannouncedthey

would appeal.

24 “MMO JapantoFight CourtDecision,”Music MediaWatch,No. 16,May 8, 2002,availableat

www.japaninc.netlnewsletters/nst-mmw&issue-16.
25KK Enikkusuv. KK Josho,KK, Judgmentof Tokyo High Court, March27, 2001;Akuto v. K.K Sega,

JudgmentofOsakaHigh Court,March29, 2001. Both casessummarizedinTakenaka,Toshiko,“Salesof
UsedTV GameSoftwareis Legal,” CASRIPNewsletter,Winter2001.
26 TakenakaToshiko, “Salesof UsedTV GameSoftwareis Legal,” CASRIPNewsletter,Winter2001.
27 Id

.
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C. ISPLiability

JapanesecourtsandtheDiethavealsoaddressedthe issueof ISP liability in

recentmonths. Althoughthe issuehasemergedprimarily in thecontextofdefamation

actions,theholdingsofrecentcases,andtheprovisionsin legislationrecentlypassedby

theDiet, clearlyencompassactsof copyrightandothertypesofintellectualproperty

infringement.

Themostwell-knowncasein this areais theNifty ServeModernThought

Forum.28 In thiscase,theTokyo District Courtheldthat ISPNifty Serveandits system

administratorhadapositiveobligationto promptlyremoveallegedlydefamatorymaterial

postedin an electronicchatroomknownasthe“Modern ThoughtForum.”29

On appeal,however,theTokyoHigh courtreversed,ruling thatneitherthesystem

administratornortheISPhadan absoluteobligationto removeallegedlydefamatory

materialfrom its server. Thecourtdid not, however,absolveNifty Serveofall

responsibility. Rather,thecourtstatedthatNifty Servehada duty to removedefamatory

material— andby extension,materialthatinfringedaparty’s intellectualpropertyrights—

“basedon arule ofreason,”30therebyleavingit to Nifty Serveto makealegal

determinationregardingthedefamatorynatureofthematerialin question.The

ambiguityofthisportionof thedecisionhasbeenmosttroubling to JapaneseISPs.

Unfortunately,theambiguityfoundits way into legislationsubmittedto the

JapaneseDiet onOctober30, 2001,and approvedonemonthlater.31 This legislation,

whichenteredinto forceon May27, 2002,setsforth a frameworkfor imposingliability

on ISPswhenauser’spostinginfringestherightsofathird party.

Specifically,underArticle 3 ofthe legislation,an ISP will not be liable for

infringing materialdistributedthroughits serverunlessit is technicallypossibleto take

28 Hanji 1610,Tokyo District Court(May 26, 1998),rev’d in parton September5, 2001,Tokyo High Court

(citationnotavailable).
29 SeeOkamura,Hisamichi,“Liability of InternetServiceProviders,”presentedat TenthSoftic

Symposium,October2001.
~ SeeEtsuoDoi, “RecentDevelopmentsonInternetRelatedLawsandRegulationsin Japan,”paper
presentedat TriennialNewZealandLaw Conference,October5, 2001. Paperavailableat
http://www.conference.co.nz/law2001

.

~‘ LawNo. 137-2001,November22,2001. Unofficial translationby TornMaruhashiavailableat:
www.isc.meiji.ac.jp/—sumwel_h/doc/codeJ/provider-e.htm.
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downtheinfringing material,andtheISPknewor shouldhaveknownthatthematerial

wasinfringing.

Article 3 alsoexemptsISPsfrom liability for taking downinfringing material

(i.e., liability to thesenderoftheinformation)wheneither(1) theISP had reasonto

believethematerialin questionwasinfringing, or (2) theISP givesthesenderofthe

allegedlyinfringing materialseven(7) daysto respondto thecomplaint,andthesender

fails to respond.

Similarly, Article 4 allows anISP to discloseinformationregardingthesenderof

informationwhen(1) it is “obvious” thatthematerialin questionis infringing, or(2)

wheredisclosureoftheinformationis necessaryfor thecomplainingpartyto enforceits

claims,32butwill nothold it liable for notdisclosinginformationaslongassuchnon-

disclosurewasnot willful or grosslynegligent.

All oftheseprovisionsleaveit to theISP to makethelegal determination.It is

thereforenot difficult to imagineascenarioin which an ISP is requiredto paydamages

for takingdownmaterialit incorrectlydeemedto be infringing, orfor disclosingsender

informationbasedon its incorrectdeterminationaboutthe legal statusofthematerial

complainedof.

JapaneseISPshavevoicedconcernaboutthis legislationbecauseit fails to

prescribespecificproceduresto follow whentheybecomeawarethatallegedlyinfringing

ordefamatorymaterialhasbeenpostedon theirservers.Furthermore,theybelievethe

broadlanguagein thebill leavingit to theirdiscretionto determineif materialis

infringing, or if senderinformationshouldbedisclosed,createsan excessiveburdenthat

leavesthemvulnerableshouldacourtlater find unjustifiedtheirdecisionto takedown

materialordisclosesenderinformation.34

Theseconcernsnotwithstanding,this legislationhasbeenenacted.It is now up to

theJapanesecourtsto interpretits provisions.

32 Translationanddiscussionin TsuneakiHagiwara,“Liability of InternetServiceProviders,”at 5-7,

presentedat TenthSoffic Symposium,October2001. Availableat www.soffic.or.jp/symposium/
open materials/iOth/en/hagiwaral-en.pdf.
~ Id

.

341d. at7.
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IV. PATENT LAW

A. Legislative Developments

In perhapsthemostsignificantdevelopmentin this area,theJapaneseDiet

approvedamendmentsto bothpatentandtrademarklaws,whichenteredinto forceon

September1, 20O2.~~ Theserevisionsweredrivenby aperceivedneedfor the law to

catchup with rapidadvancesin thefield of informationtechnology,andin particular,the

transmissionofsoftwareandotherformsofintellectualpropertyoverglobal computer

networks. Simultaneously,the legislationattemptsto improvetheefficiencyofthepatent

examinationprocessin Japan,reducetheapplicant’sburdenin thepatentapplication

process,andexpandtheprovisionsfor finding indirectpatentinfringement.36

In particular,the law amendsSection2(3)ofthePatentLaw to clarify that a

computerprogramis aproduct,andexpandsthedefinitionof“exploitation” of an

inventionto specificallyincludedistributionofthecomputerprogram(i.e., theproduct)

overtelecommunicationslines.37

Accordingly,theunauthorizedtransmissionofapatentedcomputerprogramnow

clearlyconstitutespatentinfringementunderJapaneselaw, regardlessofthe factthatthe

computerprogramwasneverincorporatedinto atangiblemediasuchasa CD-ROM.

Thenewlaw alsoexpandstheprovisionsfor finding indirectinfringementofa

patent. Undertheold law, anactof “manufacturing,assigning,leasing,importingor

offeringfor assignmentor leaseof... articlesto beusedexclusivelyfor themanufacture

ofaproduct”(orworkingofaprocess)constitutedindirect infringement.38(emphasis

added).To avoid liability, defendantsthereforehadto showmerelythattheproductin

~ Trademarklaw amendmentsdiscussedsupra,SectionII.
36 ~ “LegislationandPracticeChanges,”JapanPatentOffice (April 26, 2002),availableat

www.jpo.go.jp/infoe/patent_law.htm.
~ LawNo. 121 ofApril 13, 1959,asamended,§2(3). SeealsoSeeTakenaka,Toshiko, “IPO’s NewBill
to RevisePatentandTrademarkLaw Will PrepareJapanforNetworkSociety,”CASRIPNewsletter
(Winter 2002).
38 LawNo. 121,§§101(i) and(ii). Translationby AIPPI, Japan.
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questionhadan alternativeapplication,which explainswhyonly a smallnumberof

defendantsin casesallegingindirect infringementhavebeenfoundguilty.39

Therecentrevisionseliminatethis loopholeby making it anactof infringementto

manufacture,leaseor sell aproduct,theuseofwhich is essentialfor solvingtheproblem

to besolvedby aclaimedinvention, “where thedefendanthadknowledge[of the

patentedproductorprocess],andtheproductwasgoing to beusedin theworkingof’ the

patentedproductorprocess.40

Stateddifferently, thenewlaw looks to theintentofthedefendant.Wherethere

is anintent to sell aproductforusein themanufactureofaninfringing product,thenew

law will makeit easierto find thedefendantguilty of indirectinfringement.

With aview towardimprovingthepatentexaminationprocess,thenewlaw also

establishesnewrequirementsfor applicantsto disclosepriorart. Underthepreviouslaw,

thedisclosureofprior artwasvoluntary. Underthenewlaw, which falls shortofthe

duty ofcandorimposedunderUnitedStateslaw, anexaminercanrequestthatan

applicantidentify prior art. If theapplicantfails to do so, theexaminerwill havethe

authorityto rejecttheapplication. A failureto disclose,however,will not constitutea

basisfor opposingor laterholdingapatentinvalid.41

In orderto harmonizeJapanesepracticewith thePatentCooperationTreaty

(“PCT”) requirements,thenewlaw alsomandatesthatpatentclaimswill no longerbe

deemedpartof thespecification.42Theseprovisions,however,will not bein forceuntil

April 2003.

Thelegislationalsoextendsthedomestictransitionperiodofinternational

applicationsunderthePCTto thirty (30)monthsfor patentandutility models,andgives

applicantsanadditionaltwo monthsto submittranslations.43

In separatelegislation,the law governingtheadmissionandpracticeofJapanese

patentattorneys(benrishi)wasamendedto grantbenrishithe authorityto serveas

counselin intellectualpropertyinfringementlawsuits,so longastheyappeartogetherin

~ SeeShusakuYamamoto,“Proposed2002Revisionsof JapanesePatentandTrademarkLaw,” LP. Japan,
at2 (Spring/Summer2002).
40 Id. at 2

Id. at2
421d at3.

Id. at3.
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courtwith anattorneyatlaw (bengoshi), andsolongastheyhavepassedspecial

qualifyingexaminations.44This amendmentwasdrivenby theincreasingamountof

patentlitigation in Japan,andageneralrecognitionthattheexpertiseofpatentspecialists

in orderto improvetheefficiencyofpatentlitigation proceedings.

B. JudicialAdministration

As notedabove,theTokyoHigh Courtis oneofJapan’stwo leadingcourtsfor

intellectualpropertymatters. To enhancethecapacityofthiscourtto handletherising

numberofintellectualpropertycasesbeingfiled in Japan,thecourtincreasedthenumber

ofjudgesdedicatedto intellectualpropertycasesfrom four to sixteen. Thecourtalso

addedan additionalsectionto handleintellectualpropertycases,thus increasingthe

numberof suchsectionsfrom threeto four, andaddedtwo newresearcherswith a

backgroundin foreignpatentlaw.45

C. Cases

1. Damages

In an importantvictoryfor patentowners,theTokyoDistrict Courtawardeda

patentplaintiff morethan$63 million (~8.4billion), the largestamountof damagesfor

patentinfringementeverawardedin Japan.46In this case,thePlaintiffAruze

Corporation,whichholds adominantshareofJapan’slucrativepachinkomarket,

successfullyprovedthatthedefendantshadinfringedits patentfor slotmachinesystem

controller. To calculatedamages,theCourtmultiplied theamountofAruze’sprofits per

machinetimes thenumberof infringing units sold by thedefendants(altogethermore

than40,000)to arriveatthedamageaward.

This decisionservesasthemostrecentindicatorofthe increasedwillingnessof

Japanesecourts,who in thepasthavebeencriticizedfor therelativelysmall damage

~ PatentAttomeyLaw, Law No. 10, 1921. Summaryof revisionavailableat
www.ipo.go.jp/infoe/vatentattomey law.htm

.

~ “SupremeCourtto BoostJudicialCapacityto HearPatentCases,”Nikkei Net,February21,2002,
availableat www.harakenzo.com/English!whatsnew/news/04O2O3.htm.
46AruzeCorp. v. SammyCorp.. H-l 1 (wa)No. 23945andAruzeCorp. v. NetCo.,H-li (wa) No. 13360,
Tokyo District Court(March 19,2002),summarizedinJohnA. TessensohnandShusakuYamamoto,
“2002 Pro-PatenteeRecordSettingPatentInfringementDamageAward,” I.P. Japan,at 14 (Spring/Summer
2002),uponwhichthis discussionis based.
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awardsgrantedin patentcases,to meteout stiffpenaltiesin patentinfringementcases,

therebygiving Japanesepatentholdersagreaterincentiveto resortto litigation to resolve

patentdisputes.

2. Biotech Invention CompletedWhereClaimedInvention

SubsequentlyProved

In adecisionwith importantramificationsfor theJapanesebiotechnologyand

pharmaceuticalindustry,theTokyoHigh Courtruledthat aninventionclaimedin a

patentapplicationwouldbedeemedcompletedif theresultsclaimedin the inventionare

subsequentlyproved.47

This caseinvolved an inventionfor humanbrainnatriureticpeptides(BNPs). As

summarizedin IP. Japan,“the specification..,disclosedtheclaimedfamily ofhuman

B~s... clonedby homologywith porcineandcanineBNPs. However,thehuman

BNPswerenot actuallyproduced,andtheirnatriureticactivitywasthereforenot

demonstratedin thespecification.”48

AlthoughtheCourt ultimately foundthat theclaimedinventionhadnotbeen

completed,it acceptedamore flexiblestandardfor makingthisdeterminationthanthat

employedby the JPO. In particular,whereastheJPOgenerallyholds,with respectto

pharmaceuticalandbiotechnologyinventions,that aninventionis not completedunder

Section29 oftheJapanesePatentLaw wheretheresultsofthe inventionarenotreferred

to in thespecification,theCourtruledthat suchan inventionwill bedeemedcompletedif

“its activity couldhavebeenpredictedbasedon thedisclosureofthe specificationand

commongeneralknowledgeasofthepriority date,andthis activitywassubsequently

proved.”49

3. Compensationfor EmployeeInventions

Section35 oftheJapanesePatentLaw entitlesemployee-inventorsto reasonable

compensationfor theassignmentoftheirinventionto theiremployer,thesumofsuch

47Heisei10 (gyo-ke)393,Tokyo High Court(March 13,2001). Summarizedin JohnA. Tessensohnand
ShusakuYamamoto,“Important2001 JapanesePatentLaw Developmentsin Biotechnology,”I.P. Japan,at
4 (Spring/Summer2002).
48 JohnA. TessensohnandShusakuYamamoto,supraat n. 47.
‘~ Id. at 5 (emphasisadded)

.
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compensationbasedon an estimationoftheprofits an employerwill makefrom the

invention,theamountoftheemployer’scontributionto the invention,andthe employer’s

regulations.50As amatterofpractice,however,theamountawardedto anemployee-

inventor,whichhasbeendeterminedunilaterallyby corporationsaspartoftheirpatent

managementpolicies,hasbeenratherlow, andinventorsdo notreceiveadditional

remunerationwhentheprofits earnedby theirinventionsexceedtheemployer’soriginal

expectations.

Japanesecorporationshave,for obviousreasons,preferredthis system,notingthe

difficulty ofpredictingfutureprofits andtheneedto preservecorporatepatent

managementpoliciesandsystemsthathavebeenin placefor manyyears. In arecent

decision,however,theTokyo High Court questionedthelegalityofthesesystems,and

therebygaveemployee-inventorsgreaterleverageto challengean employerwhenthey

believetheamountofcompensationtheyreceivefor assigningtheirpatentto their

employeris too low.51

In this case,theplaintiff inventedapick-up(i.e., adatadetectionhead)usedwith

videodiscdevices.In accordancewith companypolicy, rights to the inventionwere

assignedto his employer. Uponapprovalofthepatentin 1992,theemployeereceived

~2l 1,000 (approximatelyUS $2,000).

Throughaseriesof licensingagreementsenteredintobetween1990and1996,

mostbut not all ofwhich incorporatedthe subjectpatentamongagroupofrelated

patents,theemployereamedmorethanX~14 billion (approx.US $120million).52

Believinghewasentitled to aportionoftheseprofits, theplaintiffsued,asking

for ~200million as“reasonablecompensation”for his invention. Notwithstanding

questionsregardingthevalidity ofthepatentandthedegreeto which theinventionwas

usedunderthevariouslicenses,the lowercourtawardedtheplaintiff~50million, based

uponrevenuesearnedby theemployerfrom thelicensesandthedefendant’scontribution

to the invention,whichthecourtassessedat 95 percent.Both theplaintiff andthe

defendantappealedto theTokyo High Court.

50LawNo.121,April 13, 1959,asamended,§ 35(3)and(4).
~‘ Tanakav. OlympusOptical Industry,Hesei11 (NE) 3208,Tokyo High Court (May 22,2001),discussed
m “Tokyo High CourtRuling RegardingCompensationfor Assignmentof Employee’sWork Invention,”
Journalof JIPA,Vol. 2., No. 1., at39 (July 2002).
52 Id. at 41-42.
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TheTokyo High Court,which affirmedtherulingof thelower court,hadto

decidewhetheran employercouldunilaterallyregulatetheassignmentoftheemployee’s

inventionpertheprovisionsofSection35 ofthePatentLaw. TheCourtruledthat such

unilateralregulationwasimproperbecauseit unfairlyfavoredtheemployer.

Consequently,it heldthat an employeecouldseekadditionalcompensationif the original

amountdecidedby theemployerturnedout to be“unreasonable.”53

This decisionhascreatedconsiderableconsternationamongJapanese

corporations,whohaveexpressedconcernthatthedecisionraisesmorequestionsthan

answersbecauseit fails to provideaformulafor calculating“reasonablecompensation,”

andmayencourageemployeesto litigateratherthanto raiseissuesdirectlywith their

employers.54

Bothpartieshavefiled requeststo appealthis decisionto theSupremeCourt.

IV. CONCLUSION

Theprecedingmaterial demonstratestheongoingevolutionofJapanese

intellectualpropertylaw. New issuesraisedby rapidadvancesin technologyandthe

increasinglylitigious natureofJapaneseintellectualpropertyownersaredriving changes

to Japan’sintellectualpropertylaws,andtheway thoselawsareinterpretedby Japanese

courts. Westernpractitionerswith Japaneseclientsand/orclientswith businessin Japan

shouldthereforekeepabreastofthesechangesto ensurethattheirclients’ intellectual

propertyassetsareprotectedto thegreatestextentpossible.

531d. at 44.
~ Id. at 45-46.
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